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September 13, 1999 

Mrs. Blanca S. Bay0 
Director, Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Docket No. 990750-TP (1TC"DeltaCom) 

Dear Ms. Bayo: 

Enclosed please find the original and fifteen copies of BellSouth 
Telecommunications, Inc.3 Rebuttal Testimony of D. Daonne Caldwell, David A. 
Coon, W. Keith Milner, Ronald M. Pate, William E. Taylor, Ph.D., David L. Thierry 
and Alphonso J. Varner, which we ask that you file in the above-referenced 
matter. 

A copy of this letter is enclosed. Please mark it to indicate that the 
original was filed and return the copy to me. Copies have been served to the 
parties shown on the attached Celtificate of Service. 

Sincerelv. 
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Docket No. 990750-TP 

I HEREBY CERTIFY that a true and correct copy of the foregoing was served via 

U.S. Mail this 13th day of September, 1999 to the following: 

Diana Caldwell 
Staff Counsel 
Florida Public Service 
Commission 

Division of Legal Services 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

David 1. Adelman, Esq. 
Charles 6. Jones, 111, Esq. 
Sutherland Asbill & Brennan L.L.P. 
999 Peachtree Street 
Atlanta, GA 30309-3996 
Tel. No. (404) 853-8000 
Fax. NO. (404) 853-8806 

Nanette S. Edwards, Esq. 
Regulatory Attorney 
ITC" DELTACOM 
700 Bhrd. South 
suite 101 
Huntsville, Alabama 35802 
Tel. No. (256) 650-3957 
Fax. No. (256) 650-3852 

J. Michael Huey 
J. Andrew Bertron, Jr. 
Huey, Guilday &Tucker, P.A. 
106 East College Avenue 
Suite 900 (32301) 
Post Office Box 1794 
Tallahassee, Florida 32302 
Tel. No. (850) 224-7091 
F a .  NO. (850) 222-2593 

Ms. Parkey Jordan 
BellSouth Telecomm., Inc. 
BellSouth Center 
675 West Peachtree Street, N.E. 
Suite 4300 
Atlanta, Georgia 30375-0001 
Tel. No. (404) 3350794 
Fax. NO. (404) 658-9022 

W Q P  L 
Michael P. G o g g i N  

*Signed a Protective Agreement 
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4 DOCKET NO. 9901750-TP 

REBUTTAL TESTIMONY OF D. DAONNE CALDWELL 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

5 SEPTEMBER 13, 1999 
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9 A. My name is D. Daonne Caldwell. My business address is 675 W. Peachtree St., 

10 N.E., Atlanta, Georgia. I am a Director in the Finance Department of BellSouth 

11 Telecommunications, Inc. (hereinafter referred to as “BellSouth” or “the 

12 Company”). My area of responsibility relates to economic costs. 

13 

14 

15 

16 A. Yes. I filed direct testimony on August 16, 1999. 

17 

18 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

19 

20 A. The purpose of my testimony is to respond to the assertions made by 

21 ITC“De1taCom witnesses, Mr. Thomas Hyde and Mr. Don Wood. 

22 

23 COLLOCATION 

24 Q. ON PAGE 20 OF HIS TESTIMONY, IXYDELTACOM WITNESS, M R  

25 

Q. PLEASE STATE YOUR NAME, ADDRESS AND OCCUPATION. 

Q. HAVE YOU PREVIOUSLY FILED TESTIMONY IN THIS DOCKET? 

WOOD, OFFERS A METHOD FOR DEVELOPING A “SURROGATE” 
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RATE FOR CAGELESS COLLOCATION. FROM A COST 

METHODOLOGY PERSPECTIVE, IS HIS METHODOLOGY SOUND? 

A. No. Mr. Wood advocates utilizing the “existing rates for virtual collocation as a 
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reasonable proxy for physical cageless collocation rates.” (Page 20 of Wood 

Testimony) Mr. Wood claims that in a virtual collocation arrangement “BellSouth 

owns the equipment and incurs the expense of maintaining it.” (Page 21 of Wood 

Testimony) He further explains his “cageless cost methodology” by suggesting that 

BellSouth apply annual cost factors (minus maintenance) to some unspecified 

investment to determine the “relevant costs.” 

First, Mr. Woods underlying assumption is wrong; BellSouth does not own the 

equipment in a virtual collocation arrangement nor does it incur the expense of 

maintaining such equipment. In Virtual Collocation, BellSouth leases the 

equipment from the collocator and pays a nominal fee of $1.00 as outlined in 

BellSouth’s FCC Tariff No. 1, Section 20. BellSouth maintains the equipment at 

the collocator’s expense, pursuant to the rates and charges in Section 13 of FCC 

Tariff No. 1. The relevant pages of BellSouth’s FCC Tariff No. 1 are attached as 

Rebuttal Exhibit DDC-6. Second, Mr. Wood’s purported methodology fails 

because the collocator purchases the equipment; therefore, there is no investment 

by BellSouth against which annual cost factors could reasonably be applied to 

develop a cost for BellSouth. BellSouth witness, M i  Varner, discussed the 

appropriate rates and their application on page 68 of his direct testimony filed in 

this docket. 
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1 OPERATIONAL SUPPORT SYSTEMS 
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6 COMMENTS. 

7 

8 A. As I describe in my direct testimony, the OSS Electronic Interfaces are the systems 
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19 summary reflects these classifications: 
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Q. MR. WOOD ALSO DISCUSSES OPERATIONAL SUPPORT SYSTEM 

(“OSS”) COSTS. PLEASE PROVIDE A BRIEF DESCRIPTION OF THE 

OSS ELECTRONIC INTERFACES COST ELEMENTS BELLSOUTH 

FILED IN THIS DOCKET. FURTHER, PLEASE DISCUSS M R  WOOD’S 

that BellSouth developed sDecifically to provide Alternative Local Exchange 

Carriers (“ALECs”) with the ability to transmit a local service request (“LSR”) 

electronically. These interfaces allow the ALEC to mechanically access BellSouth’s 

existing order processing systems. Both resale and unbundled network element 

(“UNE”) LSRs can be transmitted via the interfaces. 

The costs BellSouth submitted in this docket reflect only those costs associated 

with these new interfaces. I agree with Mr Wood’s observation that the OSS costs 

can be segmented into two classes; (1) costs incurred to develop the interfaces and 

(2) costs resulting from the use of these interfaces. In fact, BellSouth’s cost 

(1) OSS Electronic Interfaces - Development and Implementation cost element, 

includes the labor costs for the systems development and s o h a r e  costs. 

(2) OSS Electronic Interfaces - Ongoing Processing cost element, reflects the 

ongoing costs of the hardware and the Local Carrier Service Center (“LCSC) 
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labor required to handle a LSR which falls out. 

However, I disagree with his assertion that the development and implementation 

costs are inappropriate. If these costs were perceived to be born solely by 

BellSouth, what would deter an ALEC from requesting a “gold-plated interface, 

one that may or may not be utilized by the ALEC? This is a waste of valuable 

resources. Furthermore, the ALECs caused these costs to be incurred and thus, the 

ALECs should bear the costs. Finally, Mr. Wood’s statement on page 15 of his 

testimony is blatantly wrong; “the new OSS implemented by BellSouth will benefit 

its own retail customers.” BellSouth does not and will not use these interfaces to 

serve its retail customers. They are provided solely for the use of ALECs. Thus, 

there is no benefit to BellSouth‘s retail customer. BellSouth witness, Dr. Taylor, 

expands on the appropriateness of BellSouth’s OSS charges in his rebuttal 

testimony. 

16 NONRECURRING COST DEVELOPMENT 

17 Q. BELLSOUTH DEVELOPED NONRECURRING COSTS FOR 

18 UNBUNDLED NETWORK ELEMENTS, BOTH IN TEIIS DOCKET AND 

19 IN DOCKET NOS. 960757-TP, 96O833-TP9 AND 960846-TP. HOWEVER 

20 

21 

22 METHODOLOGY. PLEASE COMMENT. 

23 

MR. HYDE (PAGE 13) AND M R  WOOD (PAGE 25) QUESTION THE 

VALIDITY OF BELLSOUTH’S NONRECURRING COST 

24 

25 

A. This Commission has previously reviewed BellSouth’s nonrecumng costs for 

unbundled network elements and the underlying methodology used to develop 
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those costs in Docket Nos.960757-TP, 960833-TP, and 960846-TP. On page 96 

of Order No. PSC-98-0604 in those dockets, the Commission rejected cost models 

proposed by other parties stating: “We characterize AT&T/MCI’s view as 

representing the ‘best case’ scenario, the most automated, least cost provisioning. 

We do not believe that AT&T/MCI’s view, which is optimistic, captures all of the 

manual intervention that is actually required to provision UNEs.” Thus, the main 

flaw the Commission found with the intervenors’ nonrecurring models was that 

they developed costs virtually based on costs that a hypothetical local exchange 

company would incur to provide service if it were to build an ideal network today 

from scratch. 

Mr. Wood advocates this same philosophy in this proceeding. On page 11 of his 

testimony, Mr. Wood states that nonrecumng costs should reflect systems that “are 

consistent with the Total Network Management (“TNh4”) guidelines”. BellSouth’s 

network is “consistent” with the TNh4 guidelines. However, the network is not 

100% TNh4 compliant and never will be 100% compliant. Network management 

refers to the equipment, procedures, and operations designed to keep a traffic 

network operational. Total Network Management implies an integrated network 

where each vendor’s equipment communicates with other vendor supplied 

equipment, operations are seamless, and procedures require no (or little) human 

intervention. BellSouth’s goal is to evolve toward this standard, but due to the 

enormous investment BellSouth has in copper plant, total end-to-end compliance 

will never materialize. The substantial capital outlay and labor required to make 

Mr. Wood’s world a reality are cost prohibitive requiring replacement of existing, 

functional plant. Additionally, Mr. Wood ignores other attributes of nonrecurring 
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cost, in addition to network design, that impact the cost BellSouth will incur. 

BellSouth has contractual obligations that mandate work activities such as testing. 

Also, some orders require manual intervention due to their complex nature or input 

error. Mr. Wood inappropriately relegates nonrecurring cost development to this 

hypothetical world based on “the most efficient technology” regardless of its 

deployment (or lack thereof) in BellSouth’s network. 

There is no reason to re-examine the nonrecurring costs previously filed with this 

Commission. Additionally, the new nonrecurring costs presented by BellSouth in 

this docket also adhere to the same methodology approved by the Commission in 

Docket Nos. 960757-TP, 960833-TP, and 960846-TP. 

Q. ON PAGES 26-27 OF HIS TESTIMONY, M R  WOOD DISCUSSES 

14 DISCONNECT CHARGES. PLEASE COMMENT ON HIS STATEMENTS. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

Mr. Wood raises two issues with respect to disconnect costs. The first has to do 

with timing. Mr. Wood believes, “disconnect charges should not be assessed to 

CLECs until the customer actually leaves the system.” (Wood Testimony at Page 

26) This Commission has already made a decision on this aspect of disconnect 

costs in Docket Nos. 960757-TP, 960833-TP, and 960846-TF’ where it stated; “it 

is appropriate to assess those [disconnect] charges at the time the costs are in fact 

incurred.” (Order PSC-98-0604-FOF-TP at Page 69) Thus, BellSouth presented 

these costs as separate items in this docket. 

24 

25 Mr. Wood’s second issue pertains to an imaginary “double counting of costs”. He 
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asserts that BellSouth does not physically disconnect the circuit and thus, no 

disconnect costs are incurred. This may be partially true when BellSouth is the 

end-to-end provider of service, but not when an ALEC utilizes unbundled network 

elements to provide service. (Record changes would still need to be processed 

even if physical disconnect does not take place.) When an ALEC no longer wants 

to purchase a UNE from BellSouth, Le. at the time of disconnect, then BellSouth 

must physically perform certain tasks, e.g., disconnecting the unbundled loop from 

the cross-connects. These work activities are reflected in the costs that are 

appropriately presented by BellSouth in this docket for Service Level 1 and Service 

Level 2 loops. 

Mr. Wood states that if an end user decides to change service providers, the 

connect and disconnect activities are "a single activity." (Wood testimony Page 27) 

This is wrong. Yes, the activities may take place at the same time; but different 

transactions, potentially involving different work groups, occur and can be 

separately identified into connect and disconnect categories. To illustrate my point, 

assume the end user is an 1TC"DeltaCom customer served via UNEs purchased 

from BellSouth, loop and cross-connects. If this customer decides to return to 

BellSouth and 1TC"DeltaCom relinquishes the facilities, then record changes would 

need to be made and cross-connects to 1TC"DeltaCom's collocation space would 

be removed. These activities are reflected in the disconnect cost 1TC"DeltaCom 

would pay. Additional activities would then need to be done to re-establish service, 

e.g., connecting the customer to BellSouth's switch, testing and translations. These 

charges associated with re-establishing service are assessed against the end user, 

not 1TC"DeltaCom. If ITCADeltaCom wants, for some unknown reason, to retain 
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3 that retained loop. 
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the original loop then no disconnect charges would be assessed. However, 

ITCADeltaCom would still be responsible for the recurring charges associated with 

5 

6 

7 

In summary, disconnect charges only apply when the ALEC requests that a UNE 

no longer be provided by BellSouth. This request causes BellSouth to incur costs 

due to the physical activities required to implement the discontinuance of 

8 “service”. BellSouth presents disconnect costs separately from the installation 

9 

10 

11 

12 

13 

14 

15 A. No. BellSouth’s cost methodology is compliant with the FCC’s TELRIC standard 

16 As I explained in my direct testimony, this Commission has devoted extensive time 

17 and resources to evaluating cost methodology. In Order No. PSC-96-1579-FOF- 

18 TP, the Commission recognized that the underlying Total Service Long Run 

19 Incremental Cost (“TSLRIC”) cost methodology and the FCC’s Total Element 

20 Long Run Incremental Cost (“TELRIC”) cost methodology are virtually the same, 

21 only the cost object has changed from a service to an element. On page 24 of the 

22 Order, the Commission states: “Upqn consideration, we do not believe there is a 

23 substantial difference between the TSLRIC cost of a network element and the 

24 TELRIC cost of a network element.” Further, on page 32 of Order No. PSC-96- 

25 1579-FOF-TP, this Commission found that “BellSouth’s cost studies are 

costs as required by this Commission. 

Q. ON PAGE 25 OF HIS TESTIMONY, M R  WOOD ALLEGES 

BELLSOUTH’S COST MODEL CANNOT BE USED TO COMPLY WITH 

THE FCC’S TELRIC STANDARD. DO YOU AGREE? 
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10 A. The cost studies filed in this proceeding determine the total service long run 

11 
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15 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

16 

17 A. Yes. 

18 

19 

20 

21 

22 

23 

24 

25 

appropriate because they approximate TSLRIC cost studies and reflect BellSouth’s 

efficient forward-looking costs.” M r  Wood presents nothing new that should 

cause this Commission to revisit this finding. Since this Commission equates 

TSLRIC to TELRIC, and TELRIC is the current FCC cost methodology standard; 

BellSouth’s studies necessarily comply with the FCC TELRIC rules as interpreted 

Q. PLEASE SUMMARIZE YOUR TESTIMONY. 

incremental costs plus shared and common costs specific to Florida. The costs 

were developed using the basic study methodology and approved input values 

previously authorized by this Commission. 
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