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1 PHOCEEDitiGS 

2 ('l'r<~n sc ri pt contin11C:; in !.a"'qllc' n c c t rom 

3 Volume 3 . ) 

4 MR . I'ICC•JHM I CK : GTI': ' ~• ne>:t w i tn c::~:cn 

•, n o r·m:1ll y we put t ll •··:: t• w 1 r n~> :::; t ·:; o n in .1 Jl"'"' I , but we 

6 ca n put them on in a p a nel o r separ~te , dcpcndiny o n the 

7 Commi ss ion ' s pre f e r e nce , but it wo u ld be Dennis Trimbl e 

8 <1nd Bert Steele , o ur co::; t <1 ntl pri c in-g witn l':.;::;c:.; . 

9 COM!H SS I OllEH KIES LI !IG : I thought we h ad 

10 il1t-eildy d c.J lt w ith thi s , t'lr· . Gi ll miln , in tile· prcllc.1rinq. 

1 1 MH. G I LU·l A!l : Yes , m.:l ' um . 

12 DEHT S'l'f.E IX and OEN N l S 'l'RIMBLE 

13 were c alled as witnesse s on behalf of G'l'E fl o r i da, a nd 

14 h<~ vinCJ bl"cn duly :..;wo rn, t<' ~~ ~ i fi cd ;, ~; f ol l o ws : 

1 ~ C.:QMM l!;~;l Ulll.l< Y. l I :: :t.tllt; : 

16 s pace and onl y o n e mi<.: r·ophonc , !;o I W(JUiti .t :;k you Lwu to 

17 bear that in mj nd wh e n you ' rt' rc~;pond 1 n•; . 

18 OIREC'l' EXAMINAT I O!l 

19 DY MR . McCORMI CK : 

2U Q t-1r. Steele , I ' ll :..; t .:1rt w ith y o u , if you c oulrJ 

21 identify y o urself fo r the r ecord , nnd s tnt e y o ur 

? :> hu:; i ne::;:: add rc-: ;:: , p ll' i1 :· ,. ? 

23 COMM ISS IONER KIESLING : If you could, h ave you 

:>4 both been sworn ? 

t1H . M~..:CO !U·l J C.:K : J be lieve so . 



l 

2 keep up . 

J 

COMMlSSIONEH KIESLI NG: Ok~y . lt ' s ha r d t o 

WI TNESS STEEl.!-~ : t-l y name is Ocrt , 0-E-R-T , 

4 S t eele 5-T- E-E-L-E . work f o r GTE Telephone 

5 Operations, 60 0 Hidden Hidgc , Irving, Texns . 

6 MR. McCOI{M l CK : Wh,"\ t po:; it i o n do you hoI d at 

7 GTE Telephone Operations? 

I ' m the n~<ln.:~g c r o f pri ~.: irHJ 

9 a nd ta r if f s upport . 

1 0 Ml< . ML·L"UHH I CK : Ui u you <.:<1 u:.:<· t o IJC' prc·p.l r t·tl 

11 di r ect tes timony .:~ nd e xhibit s in this pro<..:ccuinq ? 

12 

lJ 

WIT!IF.SS STEELE : That is co r rect . 

MR . McCOl~MlCK : And you have one e xh ib i t , 

14 those are the cos t binde r s? 

I ') I~ I TN 1·:::.: ;:"tTI·: t.t:: : ll .;~vc testimony , as well as 

1 6 a n attached exh i bi t to tha t tes t imony , in .: luding t he 

17 GTE ' s cos t s tudies t o midd l e , whi <..: ll i s the binders that 

18 you refer r ed t o. 

19 MR . McCOHMICK : Do yo u ll.aVL' .1ny c:u rrl'l" ti o n:; , 

20 del e ti o nr;, <~dditions or wi t hd rawal s to t hat t es ti mony? 

21 

22 

lv iTNESS STEI.:LE : I have no c hanqc!; . 

MH . McCOHMICK : And j( I .;~ :.; }: PJ you the same 

2J qucs Uons tod.:1y th.:lt. ure in your prc fil c d tes timo ny, 

24 wo u ld yo u r answers r ema in the same? 

25 WITNESS STEELE: My a ns wers would be the 



4 0? 

1 same. 

2 MH. Mt:CCJI<f-11 CK : C'umm i :::; i o ne r, m.a y Wl' lio~ v " l li i :. 

t .. ::t imnny in::1•1 t ••d tn t n l ilt' n c!vu rd o~ :; IIHHIIJii r vo~d.' 

COMM I SS J ONER KJ~S LING : Yes . The dirc <.: t 

5 t est imo ny o f Be rt Stee le will be ins e rted into the 

t • I"L' <.;O n.J ol $ lhOU<Jh I \.' • IU . 

7 MR. Mt:COHMlCK : And m.1y we h.tvt• the <•xhibi t :: 

8 m~rked for i denti t t co.~t i o n ? 

9 Yes . I need to 

10 understand, he rC' 1:: ,,n 1.:>:h1bit .l .1c hl!d t o the 

11 tes t imony thnt i:. l >.hi l it IIlS - I, 

1 2 

1 3 

h' ITIIF:·:; :··1 F ~!I : 

COMM 1 SS I (I ll f. I{ 1\ l F!i L i llC : 

1.; one? I s tha t a sep trdtL' c•;:hllHt? 

1 ') MR . Mc-COHMI C." : 

1 6 they're getting them no·,.., ,,:; 1 und e r s tand 1t. J s that 

1 7 BTS- 2? fl ow is i t tdL"n t iliPd in you r t c:.timony , t hf" CCJ!>t 

18 bind£:rs? 

19 

20 

WITN ESS <;TEELE: The cos t binde r s - -

COMMl SS 1 ONI::R K II·: ~; I.I IIC : just ne e d t o kno w i t 

21 it was as parate e xhibi t with a sepo.~rate number o r i f 

22 it wa s the backup uo~ t .1 t o r IIJ!;-t . 

/J W 1 T NES!'.i :~'l 'EJ: LF: I t' ~~ the :;!JI..'L"I l ll . ." l "l!!.i lllt:: O ! 

24 the companies thut suppor t :.; IIIS- 1. 



1 Kie~ling. I believe it s h ould lw a :;c_·p~l ri.ltc r•xhi bl t, 

2 and all the binde r s s hould be labeled •s one coopos ite 

l e xhibit, and r think referred t o in your t c~ti mony, 

.: Bert, ns OI S - 1 , i s n ' t it ? 

WJ 'l'NESS STEF:LE : That i ! ; correc t . 

6 COMMISSIOIIER Kll:S L1 11C : Bl S -1 i s o~tt acil(·d . 

7 I t' s an exhibit th il t has J 7 pages in it . That ' s why I' m 

8 a little confused . 

9 MS . CAS\~ELL : I' m s o rry. I think the b inde r 

10 s ho u l u be ..1 sepa r a t e ..,xh ibi t f rom the 13!5- 1 J7 -page 

11 exhib it you 've got there. If we could la bel o ll tile 

1J 

14 

1 5 

COMMISSIONER KIESLING : I s that BIS-2? 

MS . CASWEL L : Yeah , we can d o thilt . 

COMMI S S IOII EH K II:::S Ll tlC : Let m~ j us t try t o ask 

16 one more ti me so I' m c l c o~r. :'iomewhc r e in hi s <.lirC'l·L 

1 7 t esti mony he refcrr~U t o lhc bin<.J<: r s . /\nd Wh.tt UiU he 

18 cal l them? 

19 MS . CASWELL: The binde r s a re r eferr ed t o as 

20 BIS -1, s o I'm not su r e why the --

?1 COI-11-1! S!; I OIIF.Il K IE~; 1.1 tiC : 

22 order they're numbered di ffer c nt1y. So th at ' s why --

2J MS . C/\SI: t: L.L : I ' m s o rry. 

• 4 COMHl SS IONEH Kl ES L IIIG : ju:;t w:\11t the reco r d 

25 t o be c lear . I <.! o n ' t C.l r e \:h.t t ~o.•e c .sl I t IH:>r.. ,\ntl 1 n 



·1 () ., 

1 the p r e filed , I be lieve on Page J , the co::; tinq d .1ta i ~ 

3 

4 

MS . BARONE : Perha ps tha t ' s t ab 1 of BIS-1. 

COMMI SS IONER KI ESLING : Okay . 

5 MS . CAS\vELL : 1 don 't think that's right. It 

6 was tab 1 i n the res po nse . ( Pause ) l thin~ the 

7 prehc aring o rder i s co r· r0ct, t h<~ t Ul S -1 s houl d be the 37 

8 pages attached to Mr. S t e el e ' s tc:.; t i mony , L\ nc.J l hc n BI S - 2 

9 i s the cos t s t uuy .1 nLl ~: u ppu r · tirHJ tl ocumvntc~ lt io n o t the 

10 cos t study binde r s . 

11 COM11 I SSIONER KI ES LIIIG : Gre at . That ' s <I ll I 

1 2 needed c l ea r. I ' ve marke d UI S-1 a nd 2 as Ex h ibit 12, 

13 composite Exhibit 12 . 

1 4 

1 5 

(Exhibit No . 12 m.1r·ke d l o r· ide ntif icat i on . ) 

MR. McCORMl C.: : Mr. Trimble , plea se identify 

1 6 yourself f o r the r eco rd and s tate yo u r ~u :.;i ncss 

1 7 addrc ::os . 

18 

19 Trimble . 

2 0 Te xas . 

21 

WJTN ESS TRlM ULE : My n~mu i s Dvnn i~ U. 

My bus i ncs!; udd r c::;s 600 If i d c.J c n Hi c.l tJc , I rv 1 ncJ, 

MH . McCOHM I c ~; : fl y ~o.· llom " re )'Oll t..:mp 1 oycu and 

22 in wh a t c apac ity ? 

23 WI TNESS THl MilLE: 

24 Te l epho ne Ope r a t ions a s Assi:.; t ,rnt Vi c e Pno~:.; i den t -

25 Ma rketi ng Se rvices . 



1 MR. 1-lcCORMICK : And did you Ci l ll ~; t' to be 

2 pre pared direct testimony and exhibits in this 

J proceeding? 

W 1 Ttl!·:~;!; TH I MBLI·: : Ye :.; , 1 did . 

t. on 

4 

5 MR . McCOIU-1 I CK : Do you h u v e uny additi o n s 0 1 

6 corrections or deletions t o your tes timo ny? 

7 WJTNE~;s THI MBLE : Yes . lvc d o h<.~ve some 

8 deletions f or withdr.1wn t c:c.timo ny which hNJins on Paqe 

9 Jl , Line 2 1, o~nd cun t iniH·:: ttll·ouqll l •o~qr · 1.' , 1.1n•• •,, 

10 speci 1ically tlw section on co ll oc.ttion . /dorHJ ~· • h 

11 thnt we n eed t o withdr,l\.,r l.>:lll bl · UBI-', , •,.;111!'11 d•·.al :: with 

12 ~ri ces l o r col l ocuti o n . 

1J 

14 

15 

MR MCCORMI CK : Anything e l se? 

WJT!H:SS THIMBLE : Thd t is i t. 

MR. McCORIHCK : Other than tho~:L' delet i ons , i f 

16 1 a s ked you the t;,l ml' quc~ti un:.: t od<~ y th.1t 111 .Jrc y ou r 

1 7 pro f iled t estimo ny, would you r an::wc r s r crn,,in the ,; ;1me? 

18 WITII ESS TRIHBLE : Yes . 

I 'J 

20 t estimony inscrtctl into thv n·con.l <~ :: tho uqh re.ttl ? 

2 1 

22 ins erted S teel e ' :.; . 

I' m n o t : :un.: 

I · .. ;, , !..: : ; t 1 II try i ll<J t o ' l''l t he 

23 exhibits sorted out, but I 'l l insC'rt both !:tt•clc .1nd 

.' •l ' l'l ' llllhll'' :; dirt·~·) l <•:.llllHII l')' Ill li lt' ll'l"Ll ld I '• ti! O U tJI! 

25 read. 
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I·!R . McCOIU11 CK : 'l ho~n~ \UlJ. Mdy W(.' 11 a v~· 

:,. Mr . Trimble ' s testi mony anc.l exhib i ts m.ar~cd f o r 

J idcnt l li !..·.ati u n ? 

4 COMMl SS l O!l LH KIE~; LI!IG : 

~ exhibit ::;. 111 ~; l(•:: ta r.uny i!: ,tlr r>,H.ly in. So I CJU C!:!: with 

6 t he withdrawn o ne, it wou ld be DBT - 1 throuqh t. .1nd u 

7 throuqh a . 

8 MR . McCOR11I CK : I bel icve so . 

C011MI SSIONER KIES LltiG : Will be marked as 

1 o c;umpos iLL' l.xh i IJ 1 t 1 1 . 

11 

1 :? 

13 

111 

I !J 

16 

J I 

18 

19 

20 

:? 1 

:?'.> 

(Exhibit flo . 13 marked {or idc ntitt c;.atl o rl.) 
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GTE FLORIDA INCORPORATED 

DIRECT TESTIMONY OF B ERT I. STEELE 

DOCKET NO. 961173-TP 

41 0 

PLEASE STATE YOUR FULL NAME AND BUSINESS ADDRESS. 

My name 1s Bert I Steele My bus1ness address 1s 600 H1dden R1dge 

Drive. lrvmg , Texas 75038 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by GTE Telephone Operations as Manager - Pnc1ng 

and Tar~ff Support In th1s capac11 y I have respons1bil1ty for 

support1ng Incremental cost models and the~r application to support 

the pnc1ng of network. sorv1ces for all of tho GTE Telephone 

Operations ("Company" or "GTE") 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

BUSINESS EXPERIENCE. 

I have a Bachelor of Sc1ence Degree 1n MathematiCS from Gannon 

Un1vers1ty and a Master of Eng1neenng Degree 1n Eng1neenng 

Sc1ence from Pennsylvon1a State Un1vcrs1ty I JOined GTE 111 1972 

with General Telephone Company of Pennsylvania Dunng the 

course of my career w1th GTE. I have held vanous valuat1on 

eng1neenng, market1ng. product management. and regulatory 

pos1t1ons throughout Gl E Telephone Operat1ons I assumed my 

present pos1t1on 1n January of 1994 
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4 1 1 

Approximately fourteen of my twenty-four years w1th GTE have been 

1n the area of develop1ng mcremental costs for pnc1ng dec1s1ons I 

have taken a number of 1ncremental cost and pnc1ng courses from 

AT&T, Bellcore. Un1ted States Telephone Assoc1at1on ("USTA") , GT E 

and the Un1vers1ty of Ch1cago For seven years I have been an act1ve 

participant of the USTA Econom1c Cost Analys1s Subcommittee and 

the UST A Tra1nlng/Ed~cat1on Work Group responsible for promot1ng 

awareness. understanding and proper application of econom1c 

pnnc1ples At present. I am the cha1rman of the USTA Econom1c 

Analysis Tra1n1ng/Educal10n Work Group 

HAVE YOU TESTIFIED BEFORE THIS OR ANY OTHER STATE 

REGULATORY COMMISSIONS? 

I have testified on behalf of GTE's telephone operatmg companies as 

an expert w1tness 1n the area of Incremental cost1ng before numerous 

state public utility comm1ss1ons 1nclud1ng Flonda. Cahforn1a. 

Pennsylvania, Oklahoma. W1scons1n and llllno1s 

COST STUDIES 

WHAT COSTING PRINCIPLES DID GTE EMPLOY IN DEVELOPING 

ITS TOTAL ELEMENT LONG-RUN INCREMENTAL COST 

("TELRIC") STUDIES? 

Exhibit No. BIS-1 to th1s test1mony conta1ns a detailed description of 

the cost study methodology and pnnc1ples used by GTE to develop 

1ts TELRIC est1mates for unbundled network serv1ces Tab 1 of the 

2 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

?3 

24 

25 

a. 

A 

•1 J.• 

separately filed "Gl L s Cost Submtsston· ,, til ts procoodtng contotns 

further dtscusston on GTE's costtng rnott'lod ond modols Tho cost 

study methodology conforms to tho long-run tncrornontol cost study 

methodology documented by Federal Communtcattons CommtSSton 

in its Ftrst Report ond Order dotod August 8, 1996 Cortotn parts o' 

the FCC's Ftrst Report and Order h:Jvo boon stnyed Although t 

reference some of tis provtstons tn my tosltmony, I c.Jo not ondorso all 

of the FCC's rules 

WHAT COST STUDIES HAS GTE FILED IN THIS PROCEEDING? 

GTE's Cost Study Subrrusston contorns TE LRIC ostunotos for corto1n 

"network elemonts" os well os Total Sorvtco Long Run lncromontol 

Cost ("TSLRIC") ostunotos tor select bundled ·sorvtcos • Tho 

Company has provtdod TELRIC ostrmotos for tho followrng olomonts 

Network Interface Devrce ("NID.) Bosrc and 12X 

Loops 2-wrro and 4-wiro 

Local Swr tchtng 

Ports 2-wrro an<:~log and DS-1 

(nd Off tco Swr!clltng Ottgrnottnq ond TorrntnO!tng 

Vortrcal F ootures 

Tandem Swttchtng 

SS7 Srgnolllnks 5Gkb and DS- 1 

SS7 Stgnol Transfer Porn! ports 

Transport Common and Oodtcotod 

Collocatron element cost studtos wero also provrded for 

3 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

·1 1 1 

Network Access Cross Connection· DS-0, OS-1, and DS-3 

levels 

Physica l Engineenng Fee 

Build1ng Modification Charges 

Part1t1oned Space Rental 

DC Power 

Cable Space Charges 

The GTE Submission also provides Service Provider Number 

Portabi lity cost studies: 

Remote Call F orward1ng per number ported 

Simultaneous Call paths 

And it includes Serv1ce Ordenng and Serv1ce ConnectiOn A<:tiVJtJes 

In addit1on, TSLRIC stud1es were performed and subm1tted for other 

services that the C0mpany offers (~. basic local serv1ce. vertical 

services. toll , and switched access) These studies were one of the 

components used in deriving the Company's total "forward-looking· 

costs for its services. This estimate of total forward-looking costs 

helped the Company to estimate its "forward-looking· common costs 

GTE's Cost Study SubmiSSIOn also 1ncludes its • Avo1ded Cost Stud{ 

analysis. wh1ch is a primary component of its recommended resale 

rates Th1s study and the result1ng recommended pnce levels for 

resold services IS the top1c of GTE's Resale/Avo1ded Cost 

Presentation 

4 
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4 1 4 

WHAT DISTINCTION DOES GTE MAKE BETWEEN TEL RIC AND 

TSLRIC STUDIES ? 

GTE uses the term1nology "TELRIC" when refernng to network 

element cost stud1es and "TSLRIC" when refernng to cost stud1es 

performed for GTE's current serv1ces 

WHAT COST STUDIES ARE YOU SPONSORING? 

I am presenting GTE's TELRIC and TSLRIC cost study methodology 

as described 1n Exhibit No. BIS-1 to my test1mony. I am also 

sponsoring GTE's TELRIC and TSLRIC study results with the 

exception of non-recurring charges (• e .. serv1ce order cost studies). 

collocatiOn and avo1ded costs The cost study process and re:;ults for 

these three 1tems are being handled by other witnesses in ihe 

proceeding. 

YOUR EXHIBIT NO. BIS-1 DOCUMENTS GTE'S TELRIC AN D 

TSLRIC METHODOLOGY. PLEASE PROVIDE AN OVERVIEW OF 

GTE'S METHODOLOG ' 

The cost study prepared for th1s proceed1ng 1s a very spec1al type of 

cost study wh1ch captures the 1mpact of providing loops, sw1tching 

and transport network elements In th1s regard. all of the forward · 

look1ng costs for loop facil11ies are ass1gned to loop network 

elements. all of the forward-look1ng costs for switching are assigned 

to switching network elements and all of the forward-looking costs for 

transport are ass1gned to transport network eil3ments None of the 

5 
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costs. fr om u t'tl'll •lhHJy PIIJII! lt vn 1 '"' :.pocllve. tor loops, swttchmg or 

troncpo1t focllitll l'l 11111 tth t11U11tld to G I C's common costs StatQd 

anothor wlly, ull or tl u' J11u "' twwtHtllonk•ng costs are ;ncluded m the 

per un1t Tr I H!G und I UI I.IC w ull , rospocllvely Accordingly , the 

·cost objocl •;" 111{1 11 111 Wl lflhHutlll llttlwork elements not the retail 

serv1cos II H•, 111 cot~nwll•nl wtlll 11111 I CC Ftrst Report and Order 

("Repor t"), wht<.:l l ultllll tl 111 l'w tl{lfl lpll 690. for example "Tho 

lncromolll tllot formu tlw 1111 •I ~ fur n TEL RIC study shall be the 

ontiro quantity ol ""' twtwoth tl/llltiUtlt provided · 

ARE THC LONO HUN IN C: I ~ I Ml NTAL COST STUDY RESULTS 

ESTIMATCS 0 1 OT ' ACTUAL f ORWARD-LOOKING COSTS? 

Yos C 1 E':J t o••l l h lt ly III IUIItl ore forward-lookrng and 

represontulrvo, 10 IIH• oxtullt I "''Wi l JIIJ, u t ttlo future costs expected to 

bo 1ncw wd by ( ~ II II HPIP lor 111 r u11 ltlCrcmental cost study results 

are not tor u llypotltolic 111 c 111 r 1111 r 1111 mu they represent alive of the 

costs tor n now ' '"'' ""' l~ • •llu u 1111 tllpllt pflcos for eqUipment. 

111StaiiOtiOfl, IIIOIIl lt "llll lC II IPf lllll I ll HI Otllttf Oxpenses are eStimates of 

GTE's luturo lO'•"• IIH"•'' tllplll pttcos 1.1re based on the most 

otfrcrt.nl oulconr" l tVItlllll tln ''' <' II rw nUttl1er a hypothetrcal nor 

umbeddo<J vruw , •• opp11JI" '" '" I li t dPiilfllHnrng long-run rn~;emental 

cos ts tor "'" II C t 111Wdtti i11CJI111111 t tr•.r:. lor tho actual earner 111 

quest ron :..llould tw ll'illd Itt 1 ~~~dottll I I I HIC and TSLRIC stuores 
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Q . DO THE COST STUDY RESULTS PROVIDE CONSErtVATIVE 

ESTIMATES OF GTE'S LONG-RUN INCREMENTAL COSTS? 

A Yos 1 IH.: I [ LHIC and I ~LHIC stud1es pertormed by GTr nre 

conservative 1n that they do not adJUSt for the overall change 1n nsk 

created by the 1ntroduct1on of compet1t1on 1ntended by the 

Telecommunications Act or 1996 In add1t1on. the ~.-ost study models 

currently ava1lable to GTE and the result ing 1nput factors assume. for 

the most part, that GTE 1s the sole prov1der of loop, sw1tch1ng and 

transport fac1l1 t1es 1n the local network Th1s fact alone tails us that 

the cost numbers must be lower bound est1mates of GTE's future 

costs s1nce most certa1nly the marketplace w1ll expenence faCility­

based entry 

Deprec1at 1~n rates and cost of capital st1ould be adJusted to account 

for nsks that a earner 1ncurs Deprec1allon rates, m part1cular. should 

be adJusted for declln1ng technology costs sunk Investments and 

rap1d technology change As even the FCC noted 1n the Report, an 

increase 1n nsk due to entry 1nto the market can increase the LEC s 

cost of cap1tal However, due to lime constra1nts 1mposed by the 

Telecommun1cat1ons Act, GTE was unable to adJUSt 1ts deprec1at1on 

lives for sunk Investments and declln1ng technology costs In add1t1on. 

the cost of cap1tal used IS based on GTE's current cap1tnl structure 

and rate olrL'turn Tt 1e cost or capl!al . therefore, was not adJuSted I t 

account for changes rn r1sk 
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Q. DO THE GTE TELRIC RESULTS INCLUDE COMMON COSTS? 

A 

Q. 

A 

Q. 

A. 

No. there are no common costs Incorporated 1n GTE's TELRIC 

results. Common costs. therefore. are addressed from a cost 

recovery or pnc1ng perspect1ve rather than from a per unit TELRIC 

~erspective . 

WHY DOES GTE's COST STUDY SUBMITTAL INCLUDE LOOP 

COST STUDY RESULTS FROM THE BENCHMARK COST MODEL 

- VERSION 2 ("BCM II")? 

The BCM II results provide an independent estimate of GTE's two­

wire loop costs A companson of lhe GTE TELRIC for two-w1ro loops 

w ith the BCM II results prov1des a further reflection of the 

conservat1ve nature of GTE's cost studtes (The followmg companies 

have taken an acttve role 1n sponsonng SCM Spnnt. US West. and 

NYNEX See "Benchmark Cost Model ." submttted to the FCC. C(; 

Docket No. 80-286, Sept ~mber 12. 1995 BCM II development has 

been led by Spnnt and US W est. ) 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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a. 

A. 

a. 

A. 

GTE FLORIDA INCORPORATED 

DIRECT TESTIMONY OF DENNIS B. TRIMBLE 

DOCKET NO. 961173-TP 

t,l 8 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND TITLE. 

My name is Dennis B. Trimble. My business address 1s 600 H1dden 

Ridge Drive, Irving, Texas, 75015. I am employed by GTE Telephone 

Operat1ons as Ass1stant V1ce Pres1dent - Market1ng Serv1ces and am 

represent1ng GTE or "the Company" 1n th1s arbitration proceed1ng w1th 

Spnnt. 

WILL YOU PLEASE STATE YOUR EDUCATIONAL BACKGROUND 

AND WORK EXPERIENCE? 

I received a B.A in Bus1ness in 1970 and an M. 8 A 1n 1973. both 

from Washingto; State University In 1972, I became an Ass1stant 

Professor at the University of Idaho, where I taught undergraduate 

courses in statistics. operations research and decision theory. From 

1973 through 1976, I completed course work towards a Ph 0 degree 

1n Bustness at the Un1vers1 ty of Wash1ngton. maJOrtng 1n quant1tat1ve 

methods w1th lllinors 111 computer sc1encc. research methods, and 

econom1cs I began my career w1th GTE 1n 1976 as an 

Administrator- rncing Research With General Telephone Company 

of the Northwest ("GTENW') Through 1985, I held va{fOUS JObs With 

GTENW and GTE Service Corporation, almost all related to demand 

analysis, market research, and/or strateg1c planning. In 1965, I was 
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A 

a. 

A. 

•l 1 9 

named Director - Market Planning for GTE Florida, Incorporated 

("GTEFL") and in 1987, I became GTEFL's Director - Network 

Servtces Management Dunng most of 1988 and early 1989, I was 

also Actmg Vtce President - Markettng for GTEFL From 1989 

through most of 1994, I was employed by GTE Telephone Operallons 

as Director - Demand Analysts and F orecasltng In October of 1994. 

1 became Director- Pnctng and Tanffs for GTE Telephone Operattons 

and assumed the additional responsibili ties of the Assi stant Vice 

President - Marketing Services position in August. 1995. 

HAVE YOU PREVIOUSLY TESTIFIED ON B EHALF OF GTE? 

Yes. I have presented testimony on behalf of GTE before the 

California Public Utilities Commission. the Florida Public Servtce 

Commtsston and the Hawa11 Public Utilities Commtsston 

WHAT IS THE PURPOSE OF YOUR T ESTIMONY IN THE 

DOCKET? 

In response to Sprint's request for arbitration fi led wtth thrs 

Commission. I will address GTE's proposed pricing for. ( 1} unbundled 

network elements and associated ordering/provisioning non-recurnng 

dlarges ("NRC's"}. {2} local interconnection elements, (3} collocatton 

elements, and (4) service provider number ponabtltty {"SPNP"} 

[SPNP tS also know in the industry as interim num:-9r porti:lbiltty 

(" INP"} ]. The economtc rallonale SUJ.JPOrttng the pnctng polictes 

employed by GTE tn the development of tis proposed rates tor 
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a. 

A. 

I .. " 

unbundled network elements is the subject of the Econom1c 

Presentation 1n th1s proceedrng In addrtron. GTE's costrng 

procedures are addressed by the drrecl testrmony of GTE witness 

Bert Steele. I will also address the estrmatron and magnrtuc1e of the 

Company's "common costs• as well as the rnappropnateness of any 

pricing proposals resembling the Federal Communrcat1ons 

Commission's ("FCC") proxy rates (which a U.S. appeals court has 

stayed) for unbundled network elements. 

PRICING PRINCIPLES FOR UNBUNDLED NElWORK ELEMENTS 

WHAT OVERRIDING PRINCIPLES DID GTE FOLLOW IN THE 

DEVELOPMENT OF ITS UNBUNDLED NElWORK ELEMENT 

PRICES? 

As d1scussed 1n GTE's Econom1c Presentation. one of the pnnctples 

employed by GTE was to base rates for unbundled network elements 

on their Total El~ment Long-Run Incremental Cost ("TELRIC") plus 

a reasonable contribution to the Company's "common costs· TELRIC 

is a term coined by the FCC. See the FCC's Firsi Repori and Order 

1ssued 1n CC Docket No 96-98 on August 8, 1996: hereinafter 

referred to as the FCC's "First Report: The other major princ1ple 

discussed 1n GTE's Economic Presentat1on IS to 1ncorporate 

competitive market assumpt1ons 1nto GTE's ratemak1ng proc€ss that 

limit rates to be less than or equal to the Stand-Alone-Cost ("SAC") 

of that network element 
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II/ I 

PLEASE DESCRIBE THE MAJOR UNOUNDLED ELEMENTS GTE 

PROPOSES AND HOW THEY CAN BE USEFULLY COMBINED 

WITH THE ALTERNATIVE LOCAL EXCHANGE CARRtERS' 

(" ALEC"S) SELF-PROVISIONED NETWORKS AND SERVICES TO 

DELIVER COMPETITIVE LOCAL EXCHANGE SERVICE. 

GTE's maJOr proposed unbundled serv1ces are 

• Unbundled Loops The unbundled loop provtdes a 

votce-grade path bctwc::en an end user and a GTE w1re center 

An ALEC may obtt:un lh1s loop from GTE and connect 11 to a 

cross conned ava1lable at the end off1ce through a collocatiOn 

arrangement The ALEC could self-prov1S10n the transport 

facili tieS from GTE's end off1ce to the ALEC's own sw1tch1ng 

center In such an arrangement the ALEC would prov1de, 

through its own swttch, all related sw1tch1ng servrces such as 

local usage, custom calling serv1ces. swrtched access servrce 

(both origi.,ating and terminating), and toll servrces Today, 

most of these are hrgh-margrn servrces. whtch provrde GTE 

wtth stgntficant contrtbutrons (revenues mtrtus costs) to cover 

tts common costs and overheads. thus enabling GTE to 

support the level of 1nvestment Infrastructure necessary to 

operate as a carrter of last resort ("COLR") and achreve the 

Commrss1on·s publ1c policy ObJectives (!LY... unrversal serv1ce) 

GTE rs also offerrng loop condr !10n1ng sorvrces for unbundled 

loops that assure that desrred loops have the technrcal 
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capability to handle enhanced end user serv1ces (!LQ... ISDN. 

switch data) 

Unbundled Port I Local SwitChing The unbundled po11 

prov1des access to sw1tch1ng serv1ces from a GTE sw1tch to be 

used w1th an ALEC-prov1ded loop Th1s element would apply 

1n areas where ALECs have loop facilit1es l..lut do not have a 

local switching center 1n serv1ce In this situation. the ALEC 

will cross connect 1ts loop w1th GTE's switch through a 

collocation arrangement. Through the port . the ALEC can 

obtain access to both the local switch1ng capability of GTE's 

switch UUl_. local calhng. SWJtc.'l features) and the capability to 

route calls from the trunk s1de of the sw1tch (!Lg_, sw1tched 

access. toll serv1ce. E-911 serv1ce. directory serv1ce etc) 

The local sw1tCh1ng functionality of the sw1tch (!LQ.. . locc:1 

call1ng, sw1tch features) w1ll be purchased from GTE under one 

of two alternative scenanos wh1ch I w1ll d1scuss later 

Collocation. GTE filed a physical collocatiOn tanH on October 

2. 1996 w1th an expected 1mplementatton date of Nove:-nber 

16. 1996 G r E proposes to use the rates. terms and 

condlttons 1n lh1s tanH for all collocalion elements The cross 

connect1ons conta1ned 1n that tanH are used to tacil1tate the 

phys1cal delivery of a loop from GTE's ma1n d1stnbutton frame 

to the ALEC's collocated fac1l 1t1es 
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·l ]. j 

SS7 Interconnection SS7 1nlerconnocl1on allows an ALEC to 

connect to GTE's SS7 network at a S1gnal Transfer Po1nt 

("STP") Th1s connect1on enables ALECs to exchange SS7 

messages w1thout prov1d1ng the underlymg SS7 network It 

also prov1des access to database serv1ces {!LQ..., Database 800 

Camer Select1on Serv1ce and Lmo Information Database 

("LIDB")) Th1s 1nterconnect1on w1ll also suppor1 eff1c1ent call 

setup and del1very of Smar1Call Tll serv1ces w1thout flfst 

connectmg to a GTE sw1tch Because there IS such a vast 

array of poss1ble serv1ces prov1ded w1th SS7 mterconnect1on. 

the Company proposes that 1nterconnecl1on arrangements be 

prov1ded subject to negot1ated contracts. W 1th negot1ated 

contracts. agreements can be custom1zed to meet the spec1fic 

SS7 requirements of each ALEC These contracts would 

re ference the s1gnal links and STP ports currently tanffed 1n 

the GTOC Tanff FCC No 1 

COMMON COSTS 

DO GTE'S TSLRIC O R TELRIC STUDIES INCORPORATE JOINT 

A ND COMMON COST S? 

The methodology GTE: currently employs to develop 1ts TELRIC 

est1mates does not 1ncorporate common costs. (Throughout th1s 

test1mony. Total Serv1ce Long-Run Incremental Cost ("TSLRIC") will 

be used as synonymous w1th TELRIC ) These CO"IS muct be 

recovered through the pnc1ng of serv1ces 
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a. WHAT TYPE OF EXPENSES MAKE UP GTE'S COMMON COSTS? 

A 

a. 

GTE's current TELRIC methodology for servtces and unbundled 

elements tncludes the followtng expenses (a) deprectalion, (b) return 

on investment, (c) tncome taxes, (d) plant-spectftc matntenance and 

repair, (e) central office land and buildings, (f) customer operattons 

(ll, sales), and (g) mtscellnneous Ieos and taxes (~. ad valorem 

tax. gross recetpts tax) GTE's TELRIC methodology docs not 

tnclude the followtng expense ttems (and they are the ones 

cortstdered to be cornrnon expenses of the Company) (a) plant 

specific expenses (g_g_, network support . general support and 

general purpose computers). (b) plant non-spectftc exper.ses tg_g_ 

network planntng, engtneert ng). lC) general support assets (g_g_ 

furniture, office support eqUipment, company communtcalions 

equipment, and general purpose computers). (d) land and buildtngs 

(other than central offices), (e) indt rect labo.r, (f) corporate expenses, 

and (g) othE:• taxes and fees, such as local franchtse taxes, federal 

superfund taxes. local and state bustness license and occupatton 

taxes) It ts not unusual for the magnttude of these expense 

categones to be from 40% to 60% of the Company·~ total dtrect costs 

(!.._g_, sum of TSLR ICs) Exhtbtt No DBT-1 contatns a deotctton of 

GTE's est1mate of total ·torward-look1ng· common costs for t~ts state 

GTE'S BASIC PRICING PHILOSOPHY FOR A NETWORK 

ELEMENT IS BASED ON TELRIC PLUS A REASONABLE SHARE 

OF COMMON COSTS. BUT, VARIOUS PARTIES TO THE 
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A 

a. 

ARBITRATION PROCESS HAVE ASSERTED THAT GTE'S 

" COMMON COSTS" ARE EITHER NONEXISTENT OR DE M!NIMIS. 

DO YOU AGREE? 

No GTE. as w1th most full-serv1ce local exchange compan1es 

exh1b1ts s1gn1f1cant levels of common costs As shown 1n Exh1b1t 1'4o 

DBT -1. the annual common costs for GTE's operallons 1n th1s state 

exceed $455 million, wh1ch translates to about 36% of GTE's total 

revenues These ·common costs• should not be arbitrarily allocated 

to the vanous TELRICs for aggregate network elements (loops, 

switchit1g, transport, etc ). such an allocation would be a step 

backward to "Fully 0 1stributed Cosllng· procedures Recovery of 

these forward-look1ng costs must be addressed 1n the development 

of the pnces at 1ssue 1n th1s arb1trat1on proceed1ng GTE 1S not ask1ng 

the ALECs to pay for all of GTE's ·common costs." but 1s only ask1ng 

that they contnbute the1r · fair share· towards coverage of the 

Company's ·common costs • The Company's ~common costs• are 

integral to the effic1ent operation of GTE and do support the offenng 

of all the network elements rt::quested by ALECs 

VARIOUS ALECS HAVE ARGUED THAT THEY SHOULD NOT BE 

REQUIRED TO CONTRIBUTE TO THE RECOVERY OF GTE'S 

" COMMON COSTS" BECAUSE THEY HAVE THEIR OWN 

COMMON COSTS TO RECOVER. WOULD YOU PLEASE 

COMMENT ON THIS POSITION? 
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Q. 

A 

Q. 

GTE's proposed rates mclude only a "fair share· amount of 

contnbu!lon GTE's common cost structure supports those clements 

that the ALECs purchase from GTE and GTE must be allowed to set 

network element pnces that 1nclude a reasonable alloca tion of the 

Company's forward-look1ng common costs In fact. th1s was properly 

recogn1zed by the FCC 1n 1ts F1rst Report (see paragraph 682 and 

Sections 51 503 and 51 505) 

HOW WERE GTE'S ESTIMATES OF ITS TOTAL FORWARD· 

LOOKING "COMMON COSTS" DEVELOPED? 

As descnbed 1n GTE's Econom1c Presentation. GTE computed 1ts 

forward-lookmg ·common costs" as the d1fference between 1ts 1995 

revenues and the sum of 1ts total dJrectly attnbutable forward-look1ng 

costs (UL. TELRIC and TSLRIC) Th1s computatton was performed 

ustng the data presented 1n Exh1b1t No DBT-1 and resulted 1n a f1xed 

allocator of 47% If the pnces for all of GTE's network elements and 

servtces were to tncludc a level of contnbu!lon equal to th1s ·r,xed 

allocator." then GTE's pnces would exactly recover tis total for.v.erd­

looktng costs GTE does not support th1s method of pnce 

developmenttn all cases, as 11 1s likely that th1s methodology does not 

1ntroduce rational market constderattons 1nto the development of pnce 

sots 

WHY ARE THE COMMON COSTS YOU DEFINED ABOVE 

EXCLUDED FROM GTE'S TELRIC METHODOLOGY? 
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The total amounts 1n these common cost categones are appropnate ly 

excluded from GTE's TELRIC stud1es because GTE's Un1versa1 

System of Accounts ("USOA")-based accounting system records do 

not contain sufficient 1nformat1on to directly attribute (if appropriate) 

any of these expenses to specific network elements, and/or 1here 1s 

not a cost-causative method to associate these to specific elements 

of the network. The USOA-driven accounts. which GTE has identif1ed 

as represent1ng common costs. m1ght 1nclude many items that are. 1n 

reality, seN1ce (or element) spec1f1c However. as I have prev1ously 

stated. those costs cannot be separately idenllfied because the 

USOA-based accounting system does not conta1n a level of deta1l 

sufficient to allow d1rect attribullon of those costs to their appropnate 

service (or network element). Thus. the USOA-based account1ng 

processes limit GTE from identifying any remaining costs that may 

belong in the FCC's def1n1llon of TELRIC. However, even if GTE 

possessed an elc.oorate (and expensive) managerial accounting 

system that facilitated the direct ass1gnment (when appropnate) of 

these common costs to specific network clements, this capabili ty 

would result 1n only a m1nor change 1n the level of GTE's •total" 

common costs. The USOA accounts that GTE currently 1ncorporates 

in its TELRIC studies represent a vast maJonty of all d1rectly 

assignable costs 

TO WHAT PRODUCT CATEGORIES HAS GTE ALLOCATED ITS 

COMMON COSTS? 
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GTE's TELRIC studies do not attempt to perform th1s allocallon of 

common costs (Paragraph 694 of the F1rst Report states ·certain 

common costs are incurred 1n the prov1S1on o f network elements As 

d1scussed above. some of these cost s are common to only a subset 

of the elements or services provided by the Incumbent LEC's Such 

costs shall be allocated to that subset and should then be allocated 

among the individual elements of services 1n that subset. to tlrle 

greatest possib le extent • (Emphasis added) ) Allocat1on of these 

common costs to specific products for recovery IS accomplished 

th rough GTE's pric1ng act1v1ties, not through GTE's Incremental 

costing activit1es. Thus, GTE's TELRIC methodolog1es (as currently 

employed) will lead to incrementa l cost est1mates that will assuredly 

be substantially below what the FCC 1ntended to be 1ncorpuraied 1n 

the development of TELRICs 

DID GTE USE A~Y OTHER METHO DOLOGY TO EXAMINE 

WHETHER ITS COMMON COSTS ARE NOT DE MINIMIS? 

Yes. GTE also reviewed its USOA data for 1 q95 as an independent 

analysis to be used as a validat1on (or not) of the magn1 tude of i ts 

·common costs· Page 2 of Exhib1t No DBT-1 presents GTE 's 

ana lys1s and Illustrates the type o f costs GTE cons1ders to be 

"common· to all network elements as w ell as GTE's network serv1ce~ 

It should be apparent to all that the wo rk actJvJtJes dep1cted 1n Exh1b1t 

No. DBT -1 are 1ntegral to the operat1on of an eff1c1ent 

telecommun1cat1ons network 

11 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

7.1 

22 

23 

24 

25 

a. 

A. 

a. 

A 

a. 

11 .' ') 

DO TH E lWO METHODOLOGIES THAT GTE EMPLOYED TO 

ESTIMATE ITS FORWARD-LOOKING "COMMON COSTS" 

RESULT IN THE SAME ESTIMATES? 

No, the real 1ssue 1S not whether the resu1t1ng percentages are 

identical but whether they are reasonably close and also whether thl'ly 

are S1gnif1cantly d1fferent from zero, wh1ch they are The FCC 

seemed to believe that many of these · common costs" should be 

allocated to the Company's TELRICs But that arb1trary allocat1on 

process would just result 1n htgher TELRIC est1mates (and thus 

art1f1c1ally lower the level of common costs) GTE believes that the 

1mpl ied allocation of common costs should not be done dunng the 

TELRIC-costing exerc1se. but ts only appropriately done during the 

development of element-spec1ftc pnc1ng 

WHICH OF THE TWO COMMO N COST FIGURES DID YOU 

EMPLOY IN YOUR PRICING DEVELOPMENT? 

To be conservative. 1n those 1nstances where the Company has 

employed the average contnbut1on to ·common costs" tn the 

development of its proposed pnces, GTE has eleded to us& :he lower 

percentage presented 1n Exh1b1t No DBT -1 

PRICING 

NON-RECURRING CHARGES 

BASED ON GTE'S ANALYSIS OF NON -RECURRif\IG COSTS, 

WHAT WHOLESALE NRCS ARE YOU PROPOSING? 
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In general . charges have been destgned to recover separately the 

costs of servrce orderrng and rnstallatton acltvrtres. recognrzrr.g to the 

extent possrble any lrke functrons requrred for varrous types of Local 

Service Request ("LSR") acltvrty By structurrng the NRCs rn thrs 

way. common charges are establtshPd that apply to all types of 

ordering actrvr tres. srmplrfyrng admrntstratrve processes for both the 

Company and the ALECs 

The proposed NRC structure reflects the rematnrng drfferences tn 

antrcrpated costs for vanous types of ordenng actrvt tres. and enables 

a reasonable relattonshtp between the servrce connectton charges 

and the rncurred costs of assoctated work funcltons on an order-by­

order basis. 

Servrce ordenng and tnstallatron charges are proposed both for 

unbundled servrces and resale servrces. 

HOW WERE THE SERVICE ORDERING CHARGES FOR 

UNBUNDLED SERVICES DESIGNED? 

These NRCs were desrgned to recover the costs of work functtons 

performed by GTE's Nnt,onal Open M arket Center ("N OM C") on a 

per-order basts The lnrtral Servrce Order charge rs based on the 

costs for the rnstall. summary btll master. drsconnect and all other 

ordenng functrons, plus system processrng 
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Separate charges are proposed for a Transfer of Serv1ce and for a 

Customer Serv1ce Record Search The Transfer of Serv1ce charge w all 

be adm1n1stered as requ11 ed by the typo of l SR. a transfer of servacr; 

charge IS requared on any change 1n servace from GTE to a ALEC 

where GTE must cont1nue end user btlling on the account. for CPE or 

directory advert ising, for example 

Customer service record research 1s performed at the request of the 

ALEC to obtain a summary of the servaces subscribed to by the end 

user The Customer Serv1ce Record Research charge w1ll be 

adm1n1stered whenever account 1nformat1on IS requested 

The Subsequent Servace Order charge w1ll be apptaed on LSR s 

request1ng a servtce change on an ex1sttng account. and as desagned 

to recover the costs of work functaons performed by the Nataonal 

Open M arke' Center on a per-Qrder bas1s for all servace change 

requests 

HO W WERE THE INSTALLATION CHARGES FOR UNBUNDLED 

SERVICES DESIGNED? 

Installation NRCs were desagned to recover the costs of work 

funct1ons performed by facili ty assagnment . d1spatch ass1gnment and 

customer zone techn1ctan personnel A separate Loop Facaltty 

Charge fo r outs1de facila tae s work by customer zone techr.:c1ans waJI 

be admtn1stered when such work is requtred to complete LSRs for 
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unbundled loop ser .. 1ces The balance of the mstallallon costs are 

recovered through 1nstallahon charges on a per-line or per-port bas1s 

WOULD YOU PLEASE EXPLAIN THE CIRCUMSTANCES WHICH 

WOULD CALL FOR APPLICATION OF THE PROPOSED RESALE 

NRCS? 

Yes. There are two resale scenanos. wh1ch I will refer to as "new" 

and "convers1on" A "new" resale serv1ce IS one for an end user who 

establishes service w1th1n a GTE local service area. but chooses a 

ALEC reseller for local serv1ce A "conversion" represents the loss of 

an existing GTE retail end user to a ALEC reseller 

Since the anticipated GTE ordering activitieS reqwed to complele the 

associated LSRs are the same. and Since the installation charges will 

be applied only when the Installation work IS requ1red (!t.9.... for "new" 

servtces) there was no need to distinguish between these two ca ses 

WHAT NRC RATES IS GTE PROPOSING TO THE ALECS FOR 

SERVICE ACTIVITIES? 

GTE 's proposed rate structure and rate levels for NRCs are 

presented 1n Exhibit No OBT -2 These rates are, 1n most cases. 

be1ng proposed at the direct cost of the specifiC NRC activity 
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UNBUNDLED NETWORK ELEMENTS 

WHAT ARE THE COMPANY'S PROPOSED RATES FOR 

UNBUNDLED NETWORK ELEMENTS? 

Exhibit Nos. DBT-3A and DBT-38 present GTE's proposed rates for 

the vanous unbundled elements Although the elements 1dent1fied 1n 

Exhibit Nos. DBT-3A and DBT-38 are priced as though they are 

unbundled elements. GTE does not believe that all the elements 1n 

Exhibit Nos DBT-3A and DBT-38 are "network elements" under the 

Telecommunications Act of 1996 ("Act") Two attachments are 

necessary s1nce GTE IS propos1ng two alternative rate structures for 

unbundled ports I local sw1tchmg These spec1f1c scenanos will be 

discussed later 1n th1s testimony 

WHAT IS THE BASIS UPON WHICH THESE UNBUNDLED 

NETWORK ELEMENT RATES WERE DEVELOPED? 

The procedure e•• ployed by the Company along with the econom1c 

(and pract1caf) rationale support1ng the procedure are the top1c of 

Company's Econom1c Presentat1on 1n th1s proceed1ng Based on the 

procedures prescnbed 1n the Econom1c Presentafaon. the 

development of the spec1f1c rates for each element presented above 

will be descnbed an the followang testamony 

1. Unbundled Loops 

Th~" basic unbundled loop was pnced at GTE's estimate of 1ts 

Stand Alone Cost ("SAC"). Th1s $33 08 estimate was not only 

supported by GTE's Cost Study Subm1ssion but also by GTE's 
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analysts of the Benchmark Cost Model - Verston II ("SCM II") 

[The followtng compantes have taken an acttve role tn 

sponsonng SCM Spttnt . MC I. US West. and NYNEX Se.: 

"Benchmark Cost Model," submtlted to the FCC. CC Docket 

No. 80-286, September 12, 1995. SCM II development has 

been led by Sprint and US West ] whtch provtded another 

independent esttmate of GTE's TELRIC for unbundled loops 

The unbundled loop cost estimates resulting from the use of 

BCM II are presented 1n Tab 21 of GTE's Cost Study 

Submtssion and supported by Company wttness Mr Bert 

Steele 

Unbundled Ports I Local Swttchtnq 

GTE ts propostng two alternaltve rate structures for local 

switching elements ALECs may choose from either 

alternattve bac;ed on thetr evalualton of whtch structure best 

fits their specific needs Under both scenanos. basic ports 

were pnced at GTE's estimates of the TELRIC for the element 

plus an appropnate level of contnbulton to the Company's 

common costs The matn dtfference between each scenano 

ts thetr proposed structure for purchase of swttchtng (local 

mtnutes of use) and swttch features I wtll dtscuss GTE's 

spectftc local swttcl1tng proposal:; later 111 thts testtmony 
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4 

Collocation 

These elements were pnced at GTE's proposed l ntersta t ~:= 

1" anffed rates 

Transport (Dedicated and Common) Mu1t1plex1nq and SS-7 

Serv1ces 

A ll of these network elements were pnced at ex1st1ng F ac1hty 

for Interstate Access T anff rates 

WHAT WOULD BE THE COST IMPLICATION OF ALLOWING 

ALECS TO COMBINE UNBUNDLED NETWORK ELEMENTS OR 

REQUIRING GTE TO OFFER A "COMBINATION" OF NETWORK 

ELEMENTS? 

The concern anses when ALECs wish to obta1n multiple unbundled 

elements from GTE that resemble GTE's network only by comb1n1ng 

network elements. tbsent valid and complete rate rebalancing, such 

a proposal would render meaningless the Act's clear and intentional 

d1stmct1on between unbundled network elements, wh1ch are pnced 

accord1ng to cost plus reasonable profit, and resale of reta11 serv1ces, 

which a re pnced at a wholesale discount 

A. UNBUNDLED LOOPS 

HOW HAVE YOU EVALUATED THE REASONABLENESS OF THE 

COMMON COSTS RECOVERED IN YOUR PROPOSED 

UNBUNDLED LOOP RATES? 
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In addition to the pnc1ng rul es described 1n GTE's Econom1c 

Presentation, I utilized three bas1c cnter1a to assure myself of the 

overall reasonableness of GTE's proposed unbundled loop rates 

These are: ( 1) an evaluation of the relationship of GTE's unbundled 

loop TELRICs to the1r respective Interstate spec1al access (special 

access is a "func!lonally" equivalent serv1ce to an unbundled loop) 

rates . (2) the overall (look1ng at all serv1ces. both wholesale and 

retail) GTE average percentage contnbut1on levels. above d1rect cost 

(I am defining 01rect cost here as TELRIC and/or TSLRIC). requ1red 

to achieve full recovery of the Company's forward-look1ng common 

costs; and (3) the ·upper bound" loop price presented 1n the 

Economic Presentation. 

PLEASE EXPLAIN YOUR APPLICATION OF THE ECONOMIC 

PRESENTATION'S "UPPER BOUND" LOOP PRICE. 

The ·upper bound" loop pr1r,e can be cons1dered an assumed pnce 

level that would preserve GTE's overall levels of contnbut1on to 

common costs If GTE were to propose an unbundled loop pnce 

above the ·upper bound," 11 would potent1ally be making more 

revenue contnbut1ons (and maybe netmcome). than 11 does w1thout 

the introduction of unbundled loops. Thus. GTE's pnc1ng proposals 

for unbundled loops have a constra1ned ceiling, even 1f the ·upper 

bound" pnce IS below GTE's est1mate of entrants' "Stand Alone 

Costs" for unbundled loops 
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a. WHY DID YOU RELY ON AN EVALUATION OF THE INTERSTATE 

A 

a. 
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SPECIAL ACCESS RATES IN DETERMINING T HE 

REASONABLENESS OF THE COMMON COSTS RECOVERED IN 

YOUR UNBUNDLED LOOP RATES? 

Special access elements (i.JL. two-w1re and four-wire spec1al 

access/entrance facilities) are functionally equ1valent to bas1c 

unbundled loops In addit1on. the FCC stated at paragraph 821 of 1ts 

First Report that 11 believes Interstate special access rates to be at or 

close to their economic cost levels Thus. I reviewed GTE's interstate 

rates to determ1ne their approprrateness as a benchmark for GTE's 

unbundled loop rates When lh1s evaluat1on md1cated that the 

interstate rate for a 2-w1re fac lltty was reasonable (above tis TELRIC 

with some contribution to common costs and also below the estimate 

of "upper-bound" ceiling pnce). the current two-wtre Interstate 

Entrance Facility rate was proposed for the two-wtre unbundled loop 

IN THOSE CASES WHERE THE TELRIC EXCEEDED THE 

CURRENT INTERSTATE ENTRANCE FACILITY RATE, HOW DID 

YOU DETERMINE THE REASONABLENESS OF THE COMMON 

COSTS RECOVERED IN YOUR UNBUNDLED LOOP RATES? 

When the current Interstate Entrance Factll ty rate was not a good 

1rtd1cator of tt1e econom1c costs of an unbundled loop (!J!... below 

TELRIC}, the company relied on the TELRIC as a pnce floor and the 

"upper-bound" pnce as a ce1ilng for the unbundled loop rate. That is, 

if the TELRIC was above the current Interstate Entrance Facility rate. 
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then th1s rate could not be a good tndtcator of the econom1c costs of 

the unbundled loop element In those cases. the Company 

determrned a mark-up to provrde a reasonable contributron to 

common costs The proposed rate rn thrs rnstance provrdes mrnrmal 

contnbutron when compared to the rate requrred to recover an equal 

percentage mark-up Agarn. rn no case do I propose a rate for an 

unbundled loop that I consider to be above the SAC of an unbundled 

loop. 

PLEASE EXPLAIN WHY YOU COMPARED GTE'S PROPOSED 

UNBUNDLED LOOP RATES TO A RATE DERIVED FROM AN 

"EQUAL PERCENTAGE MARK-UP" CALCULATION 

The FCC in its F1rst Report at paragraph 696 concluded that· . one 

reasonable allocatron method would be to allocate common costs 

us1ng a fixed allocator. such as a percentage markup over the dtrectly 

attributable forward look1ng cost • Although GTE disagrees w1th th1s 

methodology, we wanted to check our results against the FCC's 

proposal. 

IF THE COMPANY WOULD HAVE EMPLOYED AN EQUAL 

PERCENTAGE (FIXED ALLOCATOR) MARK·UP RATE AS 

ADVOCATED BY THE FCC, HOW WOULD THOSE RESULTS 

COMPARE WITH THE COMPANY'S METHODOI_OGY? 

The comparat1ve resul ts of th1s evaluat1on are presented rn Exhrbrt 

No DBT-3A As can be seen rn Exhrbrt No DBT-3A, GTE's proposed 
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2-wire unbundled loop rate generates less contribution to the 

Company's ·common costs· than would result from the FCC's f1xed 

allocator procedure But even though the FCC's methodology would 

result in h1gher rates for GTE than GTE's methodology, GTE does not 

advocate adopt1on of tho FCC's methodology 

WHAT PERCENT MARGIN CONTRIBUTION WILL GTE B E 

MAKING FROM ITS PROPOSED RATES FOR UNBUNDLED 

LOOPS? 

Based on an average unbundled loop cost of $23 26. GTE wlil 

achieve an approximate 42% margin above cost w1th 1ts proposed 

$33 08 unbundled loop rate We believe th1s IS a reasonable 

contnbution to the Company's common costs. s1nce on the average, 

across all product offenngs GTE must ach1eve an average 47% 

marg1n above all TELRICs (d1redly attributable forward look1ng costs) 

to fully recover 1ts "forward-looking· common costs 

COULD GTE'S PROPOSED RATES FOR UNBUNDLED LOOPS BE 

CONSIDERED "MAKE-WHOLE" RATES? 

Absolutely not. The maJOr contributor to th1s "not-make-whole" 

S1tuat1on ts GTE's proposed unbundled 2-w1re loop pnce of $33 08 

As presented 1n GTE's Econorn1c PresentLJt1on matenal, the upper 

bound price (contribution preserving price) for an average business 

unbundled loop would be $64 56 The d1fference between the $64 56 
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and GTE's propcsed rate of $33 08 represents a permanc.,t loss of 

contribut1ons to the Company, $31 .48 ·on thA average· w1ll be lost fur 

every unbundled loop proviSIOned to an ALEC's business customers 

If ALECs target business customers w1th above average usage 

charactenst1cs. the losses 1n contributions that the Company w111 

experience w1ll greatly exceed $31.48 per unbundled loop. As can be 

seen from Exhibit No. DBT -4, this loss of contributions results from 

the loss of h1gh marg1n serv1ces (toll . sw1tched access. and vert1cal 

services) that will certainly be lost when an ALEC provides a GTE 

unbundled loop to a bus1ness customer Exh1b1t No DBT -4 presents 

s1m1lar data for GTE's average res1dent1al customers and presents 

the computed rates that GTE would be reqUired to charge 1f 11 were to 

be made whole ($64.56 for bus1ness. $29 47 for res1dence. o ·· $38 49 

for an ·average· unbundled loop), ignoring market realit ies GTE's 

proposed unbundled loop rate of $33 08 IS substantially lower than 

any make-whole rate. 

It should be noted that the ·upper bound" loop rate of $64.56 1s the 

result of many decades of pnc1ng serv1ces based on thelf perce1ved 

· value of serv1ce· along w1th the complementary outcome that 

revenue contributions from bus1ness customers should be used to 

keep res•denllol rates low Gl E s current rnte st1ucture. as mandatf::d 

by regulation, continues to provide incentives for the inefficient entry 

of competitors whose major objective will be to capture the above­

market contributions that are used by the Company to support public 
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policy obJeCtives ALECs will uso thcso captured contnbut1ons to 

f1nance the1r entry 1nto the local market 

ASSUMING THE COMMISSION ACCEPTS GTE'S PROPOSED 

UNBUNDLED LOOP RATE, WILL SUCH A RATE PROVIDE 

REVENUE AND CONTRIBUTION OPPORTUNITIES FOR ALECS 

TO EFFECTIVELY COMPETE WITH GTE? 

Yes. and the ALECs do not have to be as effic1ent as GTE for th1s to 

occur. Equally etfic1ent entrants would be just mcented to enter the 

marketplace if GTE's unbundled loop rate were proposed at its 

"upper bound" loop pnce. but market conditions preclude th1s rate 

from being proposed As Illustrated 1n Exh1b1t No DBT -4 , the 

finanoal opportun1t1es available to ALEC5. tn terms of thetr ab1ltty to 

earn add1t1onal contnbut1ons to the1r common costs and overheads. 

would equal the difference between any revenues GTE would have 

received from the end users (assuming the ALECs m:Jtch GTE's retail 

rates) less the rate of I.TE's unbundled loop and any self-prov1s1oned 

elements 

At a $33.08 unbundled loop rate . ALECs should be h1ghly motivated 

to attract GTE's business customers. whose revenue streams exceed 

$69.00 For Illustrative purposes let's assume that the ALEC obtatns 

10 percent of GTE's end user customers through the use of Gl E 's 

unbundled loop Under thts scenano. the annual revenue 

contnbut1ons available to the ALEC. assummg 1ts pnce and cost 
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structures m1rror GTE's. would be nearly $4 7 million per year as 

shown 1n Exh1blt No DBT -4 

To look at 1t another way. GTE (on the average for combmed 

bus1ness and res1dence lines) obta1ns approximately $15 23 

contribution per month (Source The total contnbution levels arc 

presented 1n Exhibit No DBT -4). wh1ch prov1des for recovery of the 

Company's forward-look1ng common costs From Exh1b1t No DBT -4 

one can compute that an equally-eH1c1ent ALEC (wh1ch we will 

assume the ALEC is) should be able to generate approximately 

$28.31 1n contnbutlon from an average bus1ness customer Actual 

contribution levels for ALECs should be larger s1nce they are not 

likely to be targeting an average bus1ness customer. but more likely 

will be targeting high-volume business customers In add1t1on, by 

purchas1ng GTFs unbundled loop. ALECs w111 most likely not have 

any of the common costs that result from the prov.s1on of loops, thus 

11 IS likely that the1r level of common costs w1ll be s1gn1f1canlly below 

GTE's average per line amount ($15 23) Of course t~e ALECs 

contnbut1on ga1ns are also GTE's contnbu!lon losses 

B . UNBUNDLED PORTS I LOCAL SWITCHING 

MR. TRIMBLE, PLEASE SUMMARIZE GTE'S PROF'OSAL FOR 

LOCAL SWITCHING ELEMENTS. 

GTE 1S presenting two allernallve proposals for the pnc1ng of lucal 

sw1tch1ng elements The f1rst proposal (wh1ch I will call Proposal A) 
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has access to alllvcal sw1tch1ng elements (m1nutes of use sw1tchtng 

vertt c:-~ 1 S("tV Il'P~. ntc ) h"" 'U uccull lpli::.llu tl ttuough the ALEC's 

purchase of GTE's unbundlod "ltne-s1de" port element Minutes-of­

use switched and vert1cal serv1ces would then be resold to the ALEC 

(!_!L. rates would be found 1n GTE's d1scounted resale tanff) 

IS GTE'S "PORT AND RESALE SERVICES" OFFERING A 

REASONABLE METHOD FOR PRICING UNBUNDLED LOCAL 

SWITCHING? 

Yes Many ALECs may f1nd tha s proposed pnct'lg structure to be 

qu1te satisfactory But to be as respons1ve as posstble to the vary1ng 

positions taken by ALEC s. GTE has developed a second pnc1ng 

scenario wh1ch ALECs can oloct for unbundlod local swttchtng 

PLEASE DESCRIBE YOUR ALTERNATIVE RATE STRUCTURE 

FOR UNBUNDLED LOCAL SWITCHING 

S1m1lar to GTE's ·port and resale switching· proposal. th1s allernattve 

proposal (whtch I wtll call Proposal 8 ) 1ncludes monthly and any 

appropnate non-recumng charges for the unbundled port and 

unbundled sw1tch feDturcs. and a local pcr-manute-of-use swttch1ng 

charge 

WHAT RATE LEVEL IS GTE PROPOSING FOR EACH RATE 

ELEMENT CONTAINED IN PROPOSAL B? 
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GTE rs proposrng a monthly rate for the basrc unbundled port at 

$6.60 In addrlron. GTE rs proposrng a usage charge of $0 004938 

for each mrnute of usc traversrng the unbundled swrtchrng element 

Proposed swrtch "feature· rates are presented rn Exhrbrt No OBT-38 

WHAT IS THE BASIS UPON WHICH YOU DEVELOPED THE 

RATES FOR PROPOSAL B'S UNBUNDLED SWITCHING 

ELEMENTS? 

GTE's Proposal B contarns a monthly recurrrng port rate bas~:~d on 

TELRIC plus a 47% contrrbutron to the Company's common cost 

Srmrlarly, GTE's proposed usage rate per mrnute rs baseo on TELRIC 

trmes 1 47. and <JVntlable l enturcs are also prrced at !herr TELRIC 

trmes 1 47, wrth a mrnrmum twenty-frve cent ($ 25) rate In addrtron. 

tor mrnutes of use whrch traverse the port, GTE wrll apply the 

applicable carrier common line charge and 100% of u-.e applicable 

residual interconnectron charges. srmrlar to the procedure discussed 

by the FCC rn Part 51 ~ 1S(b) and (c) 

HOW DID YOU EVALUATE THE REASONABLENESS OF THE 

COMMON COSTS RECOVERED IN YOUR LOCAL SWITCHING 

RATES? 

Proposal B's swrtchrng elements were pnced to provrde an average 

percentage recovery of the Cornpany s common costs An average 

level of contrrbutron can only be consrdered reasonable 
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00 YOU HAVE ANY OTHER COMMENTS REGARDING YOUR 

PRICING PROPOSAL 7 

Yos TllO pnces presented there1n are rnterdependent and must be 

cxmsldorod os such tf the Commi SSIOn changes relat1onsh1ps w1th 1n 

II W structure . such as the balance between loops, usage and 

l o:lturo!.. nil rates elements must be Simultaneously adJUSted to 

pr ovldO for oppropnate cost recovery 

C. 6J>PLICATION OF A CCESS CHARGES 

WHAT A CCESS CHARGES, IF ANY, SHOULD BE COLLECTED ON 

A TRANSITIONAL BASIS FROM CARRIERS WHO PURCHASE 

GTE'S UNBUNDLED LOCAL SWITCHING ELEMENT? 

GTE wrll ossoss a per m1nute charge to the ALEC for all traffic 

:.w1lcll d by GTE (local. 1ntraLA T A toll, and 1nterLA T A toll - both 1ntr a ­

ond 1111 rstoto) r or calls that "traverse· an unbundled local swrtchrng 

olonlllrlt (r o .. port) that was purchased by the ALEC and would rncur 

occo • c twrgos 1n today'c; envlfonment. GTE w1ll assess the local 

~wnclunu 11110 plus the Camer Common Lrne Charge (CCLC) ;:Jnc !he 

10srduCJiintorconnoctiOn charge (RIC) These charges should no t be 

1olorr o<J to m.; ·uccoss charges: rather they are local sw1tchrng 

chorgo thot prov1de continued contributions in heu of access 

choroo~ Thoy do not alter the ALEC's nghUobllgallon to asress 

uccous dHUUU:l 1 ho ALEC will be responsible for assess1ng access 

c110rgos on thO IXC Note that for calls that do not traverse an 

1,11()umll od port. full :>Witched access rates w1ll apply 
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The FCC notes that applicat1on of these elements IS 1ntended to 

prov1de cont1nued contnbut1on to untversal servtce and local servtce 

rate support objectives. Therefore. application of the rates should 

continue at their currently tanffed levels and not at the d1m1ntshed 

levels contained in the FCC's First Report. To do so would be 

ratemaking in an arbi trary and capncious manner. as no Justification 

has been provided for applytng only 75% of the RIC In add1t1on. 

GTE has not been provided an opportuntty to rebalance those ra te 

structures that are currently supported by the contributions from the 

RIC and CCLC rate elements 

HOW LONG SHOULD ANY TRANSITIONAL PERIOD LAST? 

Application of these rate elements should continue until a 

·reassignment" of revenues associated with these elements to 

appropriate rate elements is fully addressed Th1s IS likely to occur 

through access reform. un1versal servtce and some form of rate 

rebalancing. GTE fully supports efforts to rationalize all rates. 

including local and access It ts '>ur belief that only when rates have 

been fully rationalized can the magnttude of the fundtng tssues 

assoctated w1th public policy chotces be tdenttfted and dealt wtth 

Further, GTE believes that fundtng o f these publtc pollcy chotces 

must be accomplished 1n a competitively neutral manner 
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LOCAL INTERCONNECTION 

WHAT RATE LEVEL DOES GTE PROPOSE FOR THE 

TERMINATION OF LOCAL TRAFFIC? 

Compensation for term•nat1on of local traff1c should be based on cos• 

plus a reasonable contnbut1on GTE 1s w1ll1ng 1n1t1ally to accept a brll­

and-keep arrangement in the 1nterest of exped1ting the 1n1tiation of the 

competitive process. However, as soon as traffic becomes out of 

balance by plus-or-minus 10% or more, GTE would require a mutual 

compensation provision GTE proposes to charge 11s interstate 

switched access rates for all minutes terminated to GTE that exceed 

that 10% "threshold of balanced trafflic: 

WHY DO YOU BELIEVE THAT GTE'S CURRENT TARIFF RATES 

FOR INTERSTATE SWITCHED A CCESS ARE REASONABLE 

RATE LEVELS FOR LOCAL INTERCONNECTION? 

Interstate switched access rates are rates that represent our current 

wholesale offering to interexchange carriers ("IXC") GTE has no 

desire to continually introduc-e new rate levels that vary by "class of 

wholesale customer" (~. ALEC v·ersus IXC. etc) The current 

switched access rates have been blessed by the FCC as appropriate 

rates for wholesale switch1ng elements, and w1th GTE's "bill-and­

keep" proposal , these proposed rates would not be effective untrl 

traffic becomes ·out-of-balance· The arbitration process must be 

cognizant of the 1mpacts that the ·arbi tratron decis1on" w1ll have on 

GTE's entire non-ALEC product offerings (!..JL, deciSIOns tn th1s 
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proceeding should not exacerbate nor accelerate the arbitrage of 

GTE's exist1ng tariffs). 

DO MUTUAL COMPENSATION AGREEMENTS CREATE ANY 

ADDITIONAL RATEMAKING ISSUES? 

Yes. Traditionally, 1n instances where GTE has paid other Local 

Exchange earners ("LEC"s) to termmate GTE-ong1nated traff1c. rate 

structures have been available that allowed GTE to recover those 

costs by levymg charges to end users. Toil charges and Extended 

Area Service ("EAS") adders are examples of such rate structures 

Historically, when GTE did not have a mechan1sm to levy charges to 

end users, GTE d1d not pay for the termtnatton of 1ts traffic Wnh 

mutual compensatiOn, GTE's expenses will mcrease Recovery of 

such costs w11l necess1tate a rate strudure that allows charges to end 

users (the "cost-causer") for originallng such traffic Incumbent LECs, 

as well as all other telecommun1ca11ons prov1ders, should have the 

option of 1mplementing such end user charges This may requ.re 

charg1ng all end users for all ong1nat1ng traff1c (perhCipS w1th a 

prov1s1on for the terminating customer to accept such charges) 

COLLOCATION 

WHAT RATES ARE PROPOSED BY GTE FOR PHYSICAL 

COLLOCATION? 

GTE's proposed rates for physical collocation can be found in Exhibit 

No. DBT-5 These rates were f1led w1lh the FCC on October 2. 1996 
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and are expected to be approved on November 16. 1996 In general 

the proposed non-recumng rate levels are set at the d1rect cost of t'le 

specific element. while the monthly recurnng rates prov1de a 

reasonable level of contribution toward the recovery of common 

costs. 

SERVICE PROVIDER NUMBER PORTABILITY 

WHAT RATES ARE PROPOSED BY GTE FOR SPNP? 

GTE's proposed rates for SPNP can be found 1n Exhibit No DBT -3A 

The rate SHucture proposed by GTE 1ncludes a pnce per number 

ported If an end user destres add1t1onal Simultaneous call paths 

then an additional call path price applies to each requested 

simultaneous path. The pnces for both of these rate elements were 

set at GTE's TELRIC est1mates with an approximate 10% contribution 

to common cost 

FCC's PROXY RATES 

SHOULD THIS COMMISSION GillE ANY CONSIDERATION TO THE 

FCC'S PROXY RATES? 

No Th1s Comm1ss10n should not g1ve any cons1derat1on to us1ng the 

default proxy rates proposed by the FCC 1n 1ts Ftrst Report as 

amended by the FCC's September 27. 1996 announcement of 

reconsideralton Ftrst. those sect1ons of the FCC's Ftrst Report that 

dealt with pricing rules. 1ncluding proxy ratf'S. were stayed by the 

U S Court of Appeals for the E1ghth Circu1t (pend1ng final JUd1r:1al 
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review) on October 15. 1996 The Court imposed the stay with a 

uult11lud up1111on. punUHlY 11:> f~r wl JU<.liCIUI rev1ow of the ments of 

GTE's objections Th1s fact alone olur11natcs 1110 proxy rates from 

consideration by this Comm1ss1on In add1tion. I will address two 

points that conclusively illustrate that the FCC's proxy rates are 

absolutely inappropnate (a ) The results of cost studies prepared by 

GTE us1ng the FCC's prescr1bed methodology, when compared w1th 

the FCC's mandatory proxy price ceilings. show that GTE's TELRIC 

costs are not covered by the proxy rates Consideration of GTE's 

common costs. as required by the Act. would exacerbate th:o: 

S1tuat10n: and (b) GTE would experience a severe. preJUdiCial 

revenue shortfall under the FCC's proxy rates. as demonstrated by 

comparing, on the one hand, the revenues that would be obta1ned 

using the FCC's proxy pnces from an average customer 1n GTE's 

service area to. on the oL'ler hand. both the revenues generated from 

elements pnced at GTE's TELRICs and to current average per line 

revenues. 

DESCRIBE THE RESULTS WHEN YOU COMPARE, AS YOU HAVE 

DESCRIBED, GTE'S TELRJCS WITH THE FCC'S PROXY PRICE 

CEILINGS. 

As Exhibit Nos DBT -6 and DBT -7 demonstrate. when GTE appi1es 

the FCC's prescnbed cost1ng methodology, the costs that result are 

much h1gher than the FCC's proxy ce1llng pnces Spec1f1cally, GTE's 

loop costs (w1thout the NIO) average at least 50 percent larger than 
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tho FCC's celltng prtce for unbundled loops. and GTE's unbundled 

ond offtco sw1tchtng costs average at least two ttmes the FCC's pr tce 

ceiling o f $0 004 per mtnute plus $2 00 for a sw1tch port even whtm 

all poss1ble switch1ng features and funct1ons are not 1ncluded 

Moreover. as Exh1b1t No OBT-8 shows. when GTE compares the 

revenues that would be obta1ned from the FCC's proxy pnces to 

etther tt1c rovr>nucs It om ole11tunt~ p11cocJ <.~t the l ELRICs computed 

by GTE or to current revenues per lme. 11 1s clear that a large gap 

extsts II 1S also obvtous th;:J t the cf1ect1ve dtscount from the 

eqUivalent retatl serv1ce pnce us1ng the FCC proxy pnces IS much 

larger than the discount ceil1ng establ ished by the FCC for resold 

serv1ces (25 percent) 

PLEASE EXPLAIN HOW EXHIBIT NO. OBT-6 WAS DEVELOPED 

AND WHAT IT SHOWS. 

GT E's TELRIC cost studtcs are boscd upon the methodology 

prescr1bed by th"' F 1rst Report (al para 672-702) GTE f1rst 

calculated the d1rect forword -look1ng cost of E>ach network element 

GTE then determ1ned the common costs that could not be a ttnbuted 

to any part1cular element or sub-group of elements These latter 

costs are to be allocated to all network elements during the pnc1ng 

process 

The F1rst Report sper.1fied (at1]744) th at the rate for unbunrlled local 

loops be a flat. per-month charue Further. the FCC spec1f1ed (at 11 
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794. Appendrx 0) the statewrde werghted average ceurng prrce that 

a state regui.Jtory agency could adopt rn an arbrtratron ~-Jroceedrng 

unless the state commrsston had completed tis revrew of cost studtcs 

that comport to the FCC methodology Exh:btt No DBT -6 shows the 

results of the GTE cost stud1es for loops 1n several states where GTE 

serves a large number of customers The cost developed ustng a 

TELRIC methodology averages 50 percent larger than the FCC's 

statew1de we1ghted average proxy ceiling pnce Th1s d1fference 

clearly supports my conclusion that the FCC's statew1de we1ghted 

average loop proxy pnce 1s arbitrary and rnappropnate (at least as 11 

applies to GTE) because 11 1s based upon a m1xture of cost estimates 

for only the bare 1ncrcmcnt:1l cost of a loop, rather than berng based 

upon a TELRIC methodology Further, to assure a proper 

comparison. neither the proxy price nor the GTE TELRIC results 

described above include any allocallon of common costs as the 

FCC's own cost methodology requires 

WHAT ASSUMPTIONS DID YOU EMPLOY IN THE DEVELOPMENT 

OF YOUR LOCAL SWITCHING COMPARISON FOUND IN EXHIBIT 

NO. DBT-7, AND WHAT WERE THE RESULTS? 

The Firrst Report spec1f1ed (at 11 41 2) that the unbundled local 

sw1tch1ng network element rs to mclude not only l1ne-to-1tne c:nd line­

to-trunk "bas1c sw1tch1ng." but also all or the features. functtons. and 

capabilities. such as a telephone number. dtrectory listing. dial tone. 

signalrng, and access to 91 1. operator services and drrectory 
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assistance. all vertical features 1nctud1ng custom calling and CLASS 

features, Centrex, and any techn1cally feas1ble customtzerl routing 

funct1ons The unbunaled local sw1tchmg rate structure was requ1red 

to include "a combinatton of a flat-rated charge for line ports, wh1ch 

are dedtcated to a s1ngle new entrant. and either a flat-rate or por · 

minute usage charge for the switchtng matrix and for trunk ports. 

which constitute shared faci lities, best reflects the way costs for 

unbundled local switching are incurred." ld at~ 810 Unless a state 

regulatory agency has completed 1ts review of cost stud1es that 

comport with the FCC's cost1ng methodology, 11 would have been 

required (ld. at~ 815) to set the rate for unbundled local switchtng "so 

that the sum of the flat-rated charge for line ports and the product of 

the projected minutes of use per port and the usage-sens1t1ve charges 

for switching and trunk ports, all divided by the projected m1nutes of 

use, does not exceed 0 4 cents ($0 004) per m1nute of use and IS not 

lower than 0 2 cents ($0 002) per m1nute of use" The FCC's 

September 27 order on recons1derat1on 1ntroduced an add1t1ona1 

fixed-rate port charge 1n the range of $1 . 1 0 to $2.00 per month. 

Exhibit No. DBT-7 compares the FCC's proxy pnce for unbundled 

local switching to the resul ts of cost studies prepared by GTE us1ng 

the FCC's TELRIC methodology Shown are GTE's cost estimates for 

three end office switching cost elements for a number of s~2tes where 

GTE serves a large number of customers Those elements are· (t ) a 

per minute cost to sw1tch a call , (i1) a per line per month cost for th t:! 
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non-usage sens1t1ve components of a sw1tch (g_g_, port): and (111) a per 

line per month cost for a representaltve feature package The cost 

element of a per line, per month cost for the feature package was 

chosen to comply w1th the FCC's mandate that a rate structure 

recover costs "in a manner that effic1ent1y apportions costs among 

users " First Report at 11 755 It is Y.ruY Important to note that the 

feature package selected for illustrative purposes does not 1nclude all 

of the features, functions and capabilities that a sw1tch may be 

capable of providing The package selected includes many of the 

most commonly used fentures (~. Call W ait1ng, Speed Call1ng. 

T1me of Day Rout1ng) Also not 1ncluded tn any of the three cost 

esltmates 1n Exhtbtt No DBT-7 are the costs assoctated wtth a 

directory hsting or the more esoteric sw1tch features such as 

custom1zed routtng and Meet-Me Conference Bndgtng For 

companson purposes. the analysts was performed twtce for two 

states. Indiana and Ohio, to show the potent1al cost impact resulting 

from the Incorporation of additional or advanced features 

To provtde a logtcal companson, GTE converted the two per line. per 

month cost elements into an equivalent per minute cost by divtd1ng by 

the avcr<1gc swttched mtnutes of use per month. includtng mtnutes 

assoc1ated wtth both local and long dtstance calls The result of thts 

calculation ts a compostte TELRIC per mtnute cost that ts three ttmes 

the FCC's ~ pnce cetllng (even tgnonng the two tnstances that 

incorporated feature packages whtch include extraordtnary features) 
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These results confirm my conclusron that the FCC's local swrtch1ng 

proxy price was based upon informatron that estrmated the 

ina-emental cost of hne-to-hne or hne-to-trunk bas1c swrtch1ng, but dr1 

not. as the FCC's own methodology requ1res. 1nclude either the costs 

related to other sw1tch features and functions. or common costs If 

GTE were to rntegrate all of the vert1cal features that 1ts sw1tt.1"ies 

could prov1de into a ·you get them all w1th switching· package, GTE's 

required pnce per m1nute of use would be astronomical If each port 

came w1th a full complement of vert1cal serv1ces. the full TEL RIC cost 

of the "free" vertical services could exceed $1 00 per month {see Tab 

23 of GTE Cost Study Submission for the TELRICs of most vert1cal 

services). which could never be recovered w1th a $2 00 port charge 

and a $0 004 per mrnute of use sw1tchrng charge. Even for a 

reasonable level of vert1cal servrces, pnces for a local swrtchrng 

network element would have to be rn the $0 03 to $0 OS+ per m1nute 

range for the Company to recover 1ts forward-lookrng costs 

IF THE DEFAULT PROXY RATES WERE IMPLEMENTED, WOULD 

GTE EXPERIENCE A SUBSTANTIAL REVENUE SHORTFALL 7 

Exhibit No. DBT -8 compares the FCC's proxy price for a combinatiOn 

of unbundled local swrtching and an unbundled local loop (!.JL, the 

reassembled equ1valent of local service) to both the results of GTE's 

TELRIC study, and to GTE's current average revenues per line To 

prepare th1s companson. GTE denved the average monthly usage per 

lrne. 1nclud1ng local and toll m1nutes of use. for an average of 
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residence and business lines. Th1s average number of m1nutes was 

multiplied by the FCC's proxy price ceiling of $0.004 per m1nute. and 

that switched usage revenue amount was added to the flat rate 

components that would also be needed to compnse reassemcled 

local serv1ce (!.J!,. a port at the FCC's $2 00 rate . a local loop and a 

Network Interface Device. or "NID") GTE also denved the current 

revenues per line for an average of bus1ness lines. 1nclud1ng flat rate 

local charges. local and toll usage charges. and vert1cal feature 

charges When the unbundled network elements of sw1tchmg 

(1nclud1ng the port), a loop and a NID are cornbmed to replicate local 

service, the revenues from those elements when pnced at the FCC's 

proxy rates are only fifty-seven percent of GTE's TELRIC for the 

combined serv1ce (Exhibit No. DBT -8, $21 .30 compared to $37 31 per 

month) Th1s companson of price to cost understates the shortfall 

because by defin1t1on TELRIC does not 1nclude an allocat1on of 

common costs Further. the FCC's proxy pnces would prov1de new 

entrants with approximately a 62 percent d1 scount oH GTE's current 

average bus1ness reta11 revenue per line (Exh1b1t No DBT -8. $21 30 

compared to $56 27 per month) Clearly ne1tllcr the FCC prox;· rmce 

nor the TELRIC methodology come anywhere close to prov1d1ng 

revenues that cover GTE's cost of prov1d1ng sorv1ce 

Moreover. the 62 percent d1scount that results from the FCC proYy 

pnce cannot be squared w1th the FCC's 1ntenm wholesale rates. 

Section 51 611 of the FCC's rules reqUJred that resale discounts 
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·~ r) 7 

should be "no more than 25 percent " Thus, the FCC's proposed 

requ1rements for its two pnc1ng mechan1sms (resale and unbundling) 

were totally 1ncons1stent. The potential d1scount IS s1gnif1cant1y below 

the Company's costs and would result 1n GTE subs1d1Z1ng compet1t1ve 

entry 

Based upon my and my staffs rev1ew of the FCC 's F1rst Report and 

FCC's subsequent September 27. 1996 recons1derat1on. I am 

conv1nced that the FCC 's proxy pnce ce1lings for unbundled loops 

and local sw1tching are S1gn1ficant1y understated 

SHOULD THE FCC'S PROPOSED LOOP PROXY RATES, A S 

PUBLISHED IN ITS FIRST REPORT, PLAY ANY PART IN THE 

ARBITRATION PROCEEDING? 

No The FCC's proposed prox1es have no relationship to reali ty To 

beg1n w1th. they are subJect to the E1ghth C1rCU1t's stay order Further . 

for this state. the FC :·s unbundled loop proxy pnce IS $13 68 But 

GTE's 2-w1re unbundled loop TELRIC IS $23 26 A s1mpte 

companson of these two numbers summanly Illustrates that the FCC's 

proxy rate IS Significantly understated S1mllarly, the FCC's pnce 1s 

also significantly understated when compared with the BCM II 

produced TELRIC ($25 44) (See Tab 2 1 ol GTE's Cost Study 

SubmiSSIOn ) Th1s CommiSSIOn must reJect from consideration the 

FCC proxy rates anc.J any other proposed rntos that rese.-:":ble the 

FCC's rates 
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DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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:.; u l>milt.tl Lo turt lll' r lltv r t.·t ·on l UCl-1 - :> , wlli e l1 i:; " 

23 p ublic ly available model, e x c u s e me , i s s p o nsor e d by 

:•.j !;p,.in l oliHJ us \·Jes t, Wd S u sed t o turthc r- ~;u ppo l't GTE ' S 

2!..> 2 -wirc l oop pri c e of $ 31 p t·op o:;C'd in t h i:; pt oi.'P\' IirHJ. 
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1 Jn this regn r d , the BCI1- 2 mode l provided t• .. ,>o 

2 price estimates f or the 2 -wirc l oop n c twod: vlcmC'nl t o r 

J GTE ' s opcn:t t ion s in Fl o r· iu.t. 

4 which are based on AT&T , MCI and Sprint, fixed a ll oca t or 

•, I " ' '''"'l ' " ' "'" '"'· o~r" ·~·" · .>l·l wll,. n IH'I1 - :' i:: n1n as de f .ttllt 

(> c.:apo"lc ity mo d e , and $33 . 61 whe n the model i s run with 

., Luc.:0nt ' l 'cc.: llno l ogy c.;ontr.tct p r ic.:cs , s p cc.:i fi cil lly f o r 

8 GTE . 

'J In this r ccJur<.l , the r efo r e , th e re <~rc t hree 

111 pr· ic<' point~; t o r :>-wire loops , $7.'J . Iltl f or thr> BCI-1 -2 

1 1 mode l a nd its defaul t Cilpac.:ity , $JJ . !JU b<~ sell u n <.:Tl. ' ~; 

1:! 1-1-FCI'H pricinq meth od , <~nd $J3 . Gl bu ::;C'tl o n the BCI1- ?. 

13 model with Lucent Technol ogy contract pr ices 

lil ::;pC'c ifi c i111y f or G'l'E . 

J ~ !~ e xt, GTE ' :.; : ;wil c llinq 'I 'J:I.I<Il' pc· r -m i r:•I I C'-of - 11: :•· 

10 cos ts do n o t include the costs f o r ve r ti cil ! se rvi ces . 

17 Con s i :.;t cnt. with Mr . T ri l .• lJll• ' :; din•(· t i o n .ti H I CT t·: ' : ; 

18 interpretation of the Act a nd the FCC ' s repo rt, GT E 

19 dev e l oped TELRIC studies f o r verti cn l s0 rvi ces 

20 sepa rately \vith the priccG proposed in GTI: ' s privin<J 

:• 1 :;dJf'dlllC' ~~C'p.11·atc•Jy am.! c1 !.1 c. Jr' L C' . 

Fin.ll ly , 1.-1 • ' 11111:; ! t •rtH'c•c•d w·i t ll • IIJlle>ll o~· : 11 

23 relates t o the common costs , b eca u se cll'.lrly tll l' r·•· 1 ~;" 

:' 4 tli l rcrcnce b etween the u~;o/\ , or Uniform :;y:.;tcm of 

2!.> Accou nt , items included in GTF. ' s common <.:o:;ts 



/. the common costs ~dteqory by l ocal s~rvi ce prov iders . 

t, 'rELIUC's include all cos t~; o th~" r· th 1n corpo r .rtc• 

'J ope r a ti ons c >:pcn:..>l·:; . 

6 expens e s nre 1?. p (•rt:t'n t o l tt..'Vt•nu~·:> , o r· 1•: pcn;cnt o l 

7 direc t cos t s , whi c h are ce r tainly in I inc with wll ...l t 

llowev~ r, thf" r c r .. :m..1 ins ildu i l i o n.J I c:os t i t ems 

10 in G'll : ' s common co~t :; whi c h reprc :;cn t IH perce nt of 

] 1 r e venue s or 27 percent o f direc t cos t s . TllC~;c <Jre the 

17. v e ry costs which th e l ot·.tl :;<• rvi ct• pr·ov td t· l :; prtJp o:: t •cl IH· 

I J i m ; J u<..ed in t h e p t.• 1· unit 'I' I I.H I C 1"csu I t! :. I l tiH• 

l t. Commission ..1grces with t11c• loc. ll sc rvi <.:t• pr·ovidc..·r·:;, t/H·t l 

I G cupttlre the ,,dtlit1on.tl <.:o::t i t em:; , w1Lil th• r·l'rn.tlllt ii• J 

18 ullocator . 

J9 1 f , howe v e r, t he Commiss ion riiJ rcc s with GTE ' S 

.'II · 'I 'I" " · " ·II, I "' ' II Ill t II I II I II• • ( ' I 1111 11 1 j ! ; '• j I 'II """ :; I o1 I I "' . 111 I ol 

:> I r ccoynizc Lh ol l G'l ' l ' ' :; cumr.•o n cos l : : t.lJ (• Ill pC I' t.'\.'ll l O l 

r e venues with imp I i vd l i xc·d o1 I I ot· o1 t o 1· o f •17 pco r··cc n t 

;>) Than~: you . 

2 4 t-11~ . 11cCOHI-1 I CK : 'I hdn~: y o u 1 l~ t . ~it C' t' I c . 

.. 
• I 1·1 I • T I I 111" I •• ' I " ' • I : • ' • I I ' ' 'I\ t \'. II II : ; II I'll" II y . 



·I (, J 

\41 T NESS 'I'H l 11 111.1: : Coou afte rnoon . 1 ' I I sec.- r I 

I <.: .tn d o thi s v 0ry , v c r·y qurckly . On ttw prici n q :;ide, 

J GTE h as employed and I bel i0vc it i s consisten t wrth 

·I .rll po~rties t h;:~t wc.:• 'vc- me t with tod .ry -- pr· i ~.: inq 

5 guidel ines o t T ELHIC p lu ~; X, ~oo:hL·rc X r: ; til ,.. amount o r 

G commo n costs , o r <.:ontri!Juti on t o <'ommon t·o:: t :: , tl ro~ t 

8 A s Dr. Sibley s t.rted , wc dr--t u:a· 1·:-r:C I 'I< , t ut 

' • m11·: t 1"1 i nt o ut l..'t' on I y u::•·d 11- 1:< '1'1< l or t ll• · I o"fi o~11d t 11 .. 

10 po r· t in l..'htlt we l.a VI' JH ' ('!il'l1 l <.·u ti S cl pr u p u::.l( A . In 

IJ pr u pcn;,ll II, we u: ;t"d it t o r· Ur1~ l <Jc1p, t Ja(• p ort .and Jw·.at 

:.wt t l'llln• J. \.J c- did niJt .a tt " r J•t, in .an'/ ,., ..•. , t (J 

IJ rcb<ll cJncc exist i ng wholcs.r 1e r iltcr; LhuL • Il l' t ou n d rn the> 

I ·I I T (' i n t r r·:: t " t e t .1 r i f f o r i n t h c s t cl t t? t a r i I f s t o r <' pr i c c• 

15 t r .rn sporl, DS l, 0 ce t ercr , c t <.:e ter.s. We on I y u:wd 

16 11-1-:Ci'H t o r· loops, ports .snd loC".ll s•wilchin•J. 

17 !low , • .. :hen I.'C J0l into 'JI! .HIC plu:. :·., I · .. llrl 

I 'J ~o.•h.rt i~~ in nu:· r·Pcummc n d.a l liJil l o r ,\nl t ll.at c· .. rr ! •· 

20 r o und in Attachment 1 o t my d11c<.: t Lt": : tr nuny , I '.HJ<' .'()I 

.' 1 .' , l.'h<·r· •· I ll.av<' -- l l11• .at t , l( 'hm• ·nt :. t.t 1 •·::, " 1-' h.a t ' :. 111 c·1 I. 

22 !'lo r ida ' s Common Cos t s? " A:; l·~r . !:t•···le :>t .ttl'd, t o r 

7J corpo r ate o peration::;, whidl olFC u:;oA A CL'Oll llt G'/00 , wllit.:h 

.'•i i:.; lr:;Ll!u c1L th e: bot t c~m o l liH.' P"'l' ' • tllP lltllnher· tho~• <.;TI : 

:?') h . t s i s 12 percen t o f its Lot .al r e v e nu c>s o r l 'l pcr<.:<'nt o f 



tlirc<.: l <.:o:;t !.i . Tll<-· rc ' !.i Ct'tl mill ion l11c.> r· !.' . l •. . . 
2 ::; p cc j f i c a l ly wh.ll i s u sNI by th e ll.ttl iPid 1-!n dl' l, BC!-1 - .' . 

J anti m."lny o the r mo df'ls a:; th v d•·:1nir1 o n o l ··ommo n 

·1 1·o :: t ~ . l.' t'r ' · ~ ,1, \ r an1 t ' "" • • t ,.,,rnm•· n , . · t ' ' '' I" 1.- I ' I 

• d lo• ' l I I • ·m:. I l1 . ol · •I • · I :.l • ·d U ll Llt .l l fJ•IlJt' I ll .t l d i.:<'Ollllt 

l or cJnothe r 18 pc·rc Pn 

I! 

' I I •)' : .ontt•tllinq 111 ttl•• l-1 11'1 •' " ' 1 0 n 1· II l " ' l •' • •ll l , th•·l•' 

Ill ·.... • 1 J I • I l • • " r , • ' t • • • •• • t ·,· • t t ! , • · • 1• • r ~ • • r , • I 'II r1 , . ., .. l 1 I o~r t t 

I I :~ 1,. ,· 11 t c o p<'r . 1 t o n :; o r- 1 I 111 n o n- ::J • . , ., , ,, . OJ • · ro~t 11 n·: 

I. 'l ilt ' !'<' · ... oul l l t> n =- • t. 2r 11:.n ! CJ : l• ·l·c :· · r lnt J t t. ~~ ~ · 

I l " 1 I . 

I ; ::o 4'1!>, t •"' ! .. t ··: P ... L s • t. s · t ~ q 1 · :. • f .. : . ~ · · 

I ., l.t • ll , ... , 

It . 1·1 111 ·,· 1 • r' 1 • I • • ! •• t·,· I I ' • lll'o l 

I / o'<II J H if , llt• lliH ' I o1 l !•> n : : . I IU 1 1 ·~· · • I oo l: " 

1 ., .. h.!V<' h e r r- , y o u <'<lnno t ::pc· c r 1 , ,· .~! 1·/ 1 d"11t 1 I '/ t luna· t o o~ n } 

I 'J clcmcn 

?, () .tll Ol .' ,IL Cd , thC'rf' I O r<.' WC )C !l lhPm olS I . .'OilllliiJ il ollld did n o t 

.' 1 ir H" IIIIIP tlH ·~• in 0 111 '1'1'11 ~ 1 <' • . • 

fl o w, 11 ~o· · · l oo~. o~t l.'h . tt n ·:;ult ·: 111 t ho..• :;t.·n::•· 

. ' ·1 

.-, r .. ' 

iS .lUV OI.' ol t i IV J, 

IH' A 'I' b T / I-1C I .1 r I; i t r· .1 t i o n , 

11 11 I• 1 .; l -1 11 I t t l o ... ·, tt .• t I h •· 

• Jl'.' • · ' j OII .til 



.: t. · , 

t <lo·,, o t •.:h :tt type o l irnpo~v t thi s h .ts on Cll , <111d I do lt 

:> quae str.lply . sa y i I y ou can r·ebund I P . t il the 

'I he 

H ·n~n0nde>d rat e~ in thC' i\'l'bT/ 11C I t:•l!>C' , r t i\J he o rJPr"•l 

r, r .1 es , .trc $20 f o r loop , $4 . 7'J t o r a port r~nd SJ.~P t o r 

i '"'./I C.:h I nfJ . Tho1 t ' :; b.1'-r·d on HOCJ mi rlllt<·:. <J l ll::r· , •lltd I ' 11 

.. , . ht • .;l; ll:.t:t"Voll IVl' I \J\11 -t o•ntll:. 11 ! o1 •' • Ill 1 o•r 1'1111\11 • ' , 

. , 1 ur· o1 t o .tl o f $2 I . 'J'J JWr l uup . 

Ill =· ~lt t..:hJ I II J, .1!1 Vt•Jll<',d ::o•J\'Jo ' o·· .• • ·••• • r,tllll l'J . I I ·~· · 

11 rr.u It i ply th,, t o ut by the 1 . 'J mi I I i o n I i 111.::; C'l'l::: 11.t :·. o~n t.J 

1:' thr• n mul t !ply it by 1:? mon th :-; t O CjPt •111 olllll\lo!l llU m l t'r, 

I l ....... I d com!" Lo sr,c,o m i I I i o n. 

the same !;ct ot sc r·vices i:; sr,(,.; r.1i II ion . The 

16 r e v enues . And GTE is sti ll the so l <: p r ovtdror o l il ll 

I I ::v J' V i c r•:; . 

1 8 !lo w, t l1i :; 1 ~; :; irJni I i•· o~nt l y hiqla• · r th.tn •·1th• r 

l'J t IH' I'CC ' : pro ,:}' o f 11· . n pr·11·•·n t o r· t hc- ~; 1 II t ' :; 

:>o rc<:ommcntl. tlt o n o t 1 J p c- r'l'<•nl l <• r o1 ,, .. ; ,.J, . dl::t'fltJrtt 

·' I They shoul <.l b e t IH: ~.sr.~c· . i\ n l i n l " ' · l .s v' · r ~· n : o1 ·: v n. tl I • · 

t• ·:: l ! c>J lll" C'()mrnJ:.::••,n 1 11 •·rr ploy 111 prt • t~l'l 1: : t hot t t h•• 

:!J implied di :;t:ount I.Jy summinr; otll the un J,undl o·Ll nvtwo rl-: 

;>.; l'lcmcnts :;llould l)(' lt':;s t ll.trt o r c·qu. t l t <.. t il•· r c:;;otl <· 

. ':.J <j l:~t.U\llll, () f ~ tt lJ itt . t CJ t ~ WtlJ 1\t•t" t •::: •• ,r ll':' t•,"tl l. 
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Now, in conc lus i on , I wo uld s.1y thP d1tfcrence 

2 th<1t 1 've jus t pn.'~~ent •u llc1·t· ul J 14 mllii<JI I , o 1 .t ll 

J percent redu<..:tion , t o t..tlly impl1c-::; t o rr.e Llh st thC! 

4 unbundled rates d o n o t .dlow G'I'I: to recov er its 

I 01 W.t nJ - 1 OU~: j I IIJ <' <>:. 1 : • . Ti1 . 1111-: Y• '". 

6 MR. Ht:COJH-11 CK: Comm s s~ioncr, we wi II tender 

. , , both ot these witnc~~rs t o r ~ ro~~-ex~m1nat1 on . 

COt-11-11 ~;~; 1 OIJ I :J~ KIf::; 1.1111. : i u~t h . IV<' o ne 

•1 qup::l ion just :::;o lh.1t I'm clt' .tr. The :..;t~mmo~ r·y t t1.1 t y tJU 

10 j u st gave WilS n ot 1J.1sed on lllf• tes ti mony tll.st you 

I I f i I t•d. T t inc I uclN I <l dd i i o n .1 I in form;l t: ion; is that 

I :• t 1·u c? 

1 J 1-1 I 'I' ll!-::;:; 'I'H ll·111LI ' : l\1) tilt· tl\J fi, l ~ · · a :! t...,.1 •r·•· l,l tt\f• 

1 .; 'I'IH· ::tllr.l.t i'Y did irH·Iudr• lhr • o~llsl'/~:1:: o t t ho• 

15 Sta ff' s recomrcnd..stion, wlli L' ll I o l>V HJII:.Iy dr I not lss V•· . 

1 (, 1/lsu i :..; tJ O 1 IHJ t o 

1'/ c r o!:.:s? 1-11· . Fin<..:IH.! r· . 

1R 

I '.I 1-11< • I 11<'111 :1< : l'.r 

20 Ocn Fincher with ~print. 11.1ve just ol f (•'w quc•sti o n:; . 

/1 M1. Trimble, would you l ook .1t i '.Jqe 12 o f your 

22 pref i led t estimony , Lirw:; l hiOII• jll )',? 

;> l HI Tlii:S~> Tin l'lllll 

ltl HI<. l ' llll'llll<: ·,·,Il l : : o . , • I h I I .' l :: 1 t y u s.r 

25 undcrs t ilnding th .ll sc·rVI<:C.· (Jr uvidl.-;- nur.·l~ •·r po r· t .IIJIIl lj' 



il (, ., 

i ~; .an i :;su e in this proc..:c<.•u i n <J! 

2 WI TUCSS TR 111BLE : At the timu tho tc~Limony 

J w01s wr1tten , 1 unders tand it w.ss o~n I!>Sllc . I ilm not 

4 s ure whnt is happening in the ,,JIJit r .t t ion proc('f'dinq~; . 

~ I do kno w there i s a doc~et schodu led with i n thi s 

•· l..'umm i !::; 1 o n . 

7 MR . F lllCIIJ::H : \vou I cJ y o u t;c :-:u r pr 1 !;, ·d 1 1 told 

11 y o u Lh .t l thilt i s not .an i:.;~;uc in t l li :; pr u<' t ·•·drn'J? 

WTTIJESS TIUH BLE : Then I woul <.J n o l l iC 

10 s urprised . 

1 I MR . FT NCIIF.R : On J>;'lqe ) J il nd -- 3 I o 1 y ou r 

1:! testimony ..1t Line J dlld il, :.:.Jy:> , thi s t.H · t .llonc 

1 1 c- I i m i n.1 tf's pro xy rates f r om cons i dcq·.t ion by til is 

14 Commission , referring to the stay o t the Hth Ci r cuit. 

Jr, \vould you aqrec that the re is nothing in thP :Jt<.~y th.lt 

lG wo uld preclude this Comm1:;s1on f r·om t'o n::ld•·tlll'J U 1•· 

11 fCC ' s pro xy riltes? 

Ill lvl ' l 'IJI ~;~; THII11\J.t: : 

1 9 you . 

:>0 HR . F lllCIIER : Yo u I.'C' l'l' not p .1rt o f the 

? 1 negoti..ltion tel:lm bet..ween GTI:: anu ~;print , were you ? 

WJTIJESS TRH113LE : I was p.1 rt o t probilbl y two 

.'I olo~y•: 11 ! d I :a'tl: ·.:: Inn::, I> I l .111d 0 11 , ill I • I m· : to! <'o:: t 

~ ·~ mode 1 ~ . 

l1R . Pl ll CIIEH : You l<•:;t i I lt•d Ill hc /1TbT/ GTt-: 



<:~rbitration ? 

2 

) 

WITHESS TRI M!3LC : Yes , .I did . 

HR . FINCHER : And the tes timo ny a nd pri ci ng 

.J methodolog ies y o u pr·cscntcd in th itt c a r;c ar·c simi l.tr t o 

~ what you ' re presen t i n g i n this case? 

6 WITNESS TRIMBLE : Ther e is one majo r 

7 di ffe r e n ce . '!'h e over.1 l l metllodol o qy i s the sa me . The 

8 t est imony is rel at ivel y t:hc ~.lmc , uut 1 lH:> I i c vc in the 

9 AT&T proceeding, we h .-ld o nly pr·c>::unl• ·d o11 •· pr <~p• •· . .tl l •• t 

1 u unbundled n etwork el emcnt:; whc>rc in t-h i :; ..:. , ::;.• "''~" ll.t V<' 

11 t wo proposals . 

MIL F I NCII El~: Mr· . ~; t ec lc, would y ou r answer be 

13 similar t o t ha t, if I asked you the s;>me qw:>s t ion ? 

11:1 

] ') 

16 

I I flll e<:: t i o n . 

1 B 

, I u:; l t ho~ t o n'-' qu t.::; L i o n ? 

MH. F IIJCII EH : Th.1t one quc~tion . 

WJTNESS STJ-:EI.E: 

MR . FI NCIIER : You participC~tcd or testified in 

1 ') the /\'1'&'1' /CTE 1 r o<.:ccd i nq? 

20 

2 1 

\Vl'rtlESS STEELE : Yt·:; , I tlitl , tll o~t' s <.:Orl"t:t t . 

t-IH . FltlCIIEH : And ~o.·o~:: your· t P:: t i mony .111<1 

:~?. pri<.:ing method ologies oftcred in th.Jt c.:.1se s i mi l.tr l o 

2J wha t you ' re offering in this case? 

H ITNI-:S~; ~;'f'I:EI.E : That i s ccrrcct . The 

25 exception wou ld 1.>~ based on di scu ss ions th;,t took pl. tc.:c 



wi t h f1 r . Ivanuska and me in the summe r· a t J<J'ICJ where 

2 those meeti nqs we d i sc;u :;s£•tl GTr·: ' s co: ; l modt• I:; .sncl 

procedures and rc.1ch ed ::;orne rccon c ili.ati o n o n h ow cost 

4 studies wo uld be per f o r med . With th ~t except i on . 

5 f1R . FIIICIIER : Were the cost studies the sdme , 

6 tha t you presented in the AT &T case , the same tha t y o u 

7 presented in thi s cnse? 

H 

9 

Wl TI~ESS !:i'l'EEJ.I-: : Yes , the y <~re. 

MR . FHJCII I':H : I s the cou t a t pro vidinq dn 

1 0 unuunuled eleme>nl o r· provi dinq ::,;crvi cv:; l o o ne CI.EC lllC 

11 same as to a nothe r CLEC? \·Jould tlwrr be o~ny d i 1 I c r·rrK '£' 

·1 ~ in t h r co~t? 

l J \.Jl'l'I~ESS S'I'EEl.E : 

14 c irc umstn nces the cos t s slwuld be thl! s.1m" o r s imi l.tr' , 

I '> I.JlJt cc r·t .1i nly the r-e d rl' po l ~.: nti.ll ! or ui I l erent typ<.· s o r 

l G arrangements between l oca l servi ce pro viders o r CLECs, 

1 7 whi c h colJ l d accou nt t o · ...:o:; l ui l f<.•rcnc v s . 

1 8 MR. FI NCHER: Gen e rally it wo ul d b e the snme , 

l<J with t he e x ception that thc r· c coul d bC' somr d iffr• rC'm'r !; , 

/.0 Jepe nd i ng o n t h e cin.:umstanct?s? 

21 \oJJ T H ESS STI.ELE : Depend i llCJ o n wl1 <1t ' s I.Jr• i nq 

2 J nctwo r· ~: elements , there c.Jn t;,_. d i 1 f c· rvncL':.; . 

t-1 H . FlllCII t :tc 

:.!~ the c os t to GTE t o r pro vidin<J th ,J t se rv i ce . 



\H 'I' ll ESS S'I'EE u :: 

2 serv ice provider, r equi r ed specific types o f n e two rk 

J clements proviued i n a spec ifi c.: w.ty , lhcn tile> <.:o:; t s m. ty 

4 verv weJl be d ifferen t . 

MIL Pl NCII F.R : Conve r s ely , i t it ' s the :;.s me 

c, c l cmc :-tt under the sumc t'Jn.: um:>l.IIH'c•:.; , t h v c·o::t:..: I.'<Hild h•· 

7 the same? 

I" I Tilt·:: ;:; : ;'f ' t : t: 1.1 : 'llt. t l ' :: Wl 1.a l I 11 1 I '[111-ol I y 

9 sni d , unde r sa me or s imilar <.:ircumstilnccs wou I d <:>:pl! L't 

10 tlH' t · o:..:t:~ t o be th0 S ;)mP o r· :> imi lo~r· . 

l 1 HR . Fl llCII EH : Thi s i s t o r· Mr· . : ; L< ·L· I e . I n y oll r 

t :• :aunm.t i ' Y yuu :~t.ltL!d U t o~t tiH' Jo,>p vo:: t s , .t S <'OillJIU t<·d f r <Jm 

1 j BCM- 2 Wil:.i $2 1J .4 0 : i :o; t h.t t l ' O I I' <•I ' l : 

WITNF.SS STEELE : tlo , U l.t t ' ::; n o t c..:o rTL'l·t . 

I'• luo p pril'l' p r oduced by Lhe BC'I-1 - 2 model t n tt :> d t' f ,,ult 

lG capac ity i s $2 5 . 4 4 . 

I I 

1 8 

HIL F!IICII I-: H : s ;> ' ' .. I, ·1 , 0 } · .• 1 y .. 

lvJ 'I'IJESS ~'TEELE : 

1'1 J.u cC' nt. Tcchnoloqy ..:ontr.t <..: t pri l·t::; , whi c h,.,._. tr um tiH · 

:!O cont r·.u,;L L ll .tl W l' p r·u vid ·· ::p r· i n l 111 l il t' ::tunm•· r o l I'J ' )I, , 

21 a r c SJJ . 6 1. 

,., MIL Fl NCIIJ:I{ : I sec . Th .a nk y o u . 

.'I COf'HH~;~; I O tii : H KIESI.IIlG : rr ·.11 i .· • · r l ' :; 

.' ·1 .lw~:w<~rd , but c ould y o u try to Y. ccp your h v.u l l.t <..:i nq the 

."• m i •' I II Jdl " l"' wll •·n yutl'r•· 'II V III'J l•·· · lrrti •·. l! in l ro r rno~ t 10 11, 



·l I I 

e v en though I kno w y o u 's c u · yir.q t o <~n ::;w, · s hi m. 

Wl Tll t:S~; !; rn:Ll : : Ye s , mo~'<~ m , I'l l d o t11.1L . 

) MR . r I IIC" II EH : Would you oHJ r C•I' th .tt thl' IIC'!-1 -l 

•1 model inl'luc.J c:,; I' W:t~ 1 0 1 I CH.· , I) ~~Wi l L" h inq, t ime Co ll" tl::; olll< l 

"• netwo rk interf<H.:C devi<.:C• In oldtlit i o n t O lhC' <.:O~: t ! CJ J" tht• 

I ot·.-,1 I oop n? I ' m ::o s· s· y, inC' c;ts d:: , n o t t imP < · o~ rd::. 

W1 Tlll::SS STl:ELI: : The co:; t s tud i <'S tho~ t wc s e 

8 p e rf o rmed by GTI: in <.:on ; ll l lC' l ion ""' 1 lit !;p s Jil l' :.; m1• t •l IJ I<J:; 

'J in Llw s u mmLr tlo no t trwlul o• o~nytii!IHJ ot lwr· tlloJ il til•· 

10 l oop cos t ::; . 

I 1 111L FIIJ CII E I ~ : Lo<'. ll l oop i·· t l11· cJ nly t lliJI•J 

I :"' t h .t t is in<.: I udcd . 

1 I W! T II F.SS ~; ·I'I : FI.f~ : And t il• · !/I ll 

l ·l 1 :. 111 tllt •Jt.' UL'L'olll:•v I t' :. J• •tj\ll lL'Ll t o I.Jt• Ill l iH.:re .1:; .t 

1 ~ p or t o f the l oop . 

It ~~hou I d n o t . T h e netwo rk clemc•nt o t the 

17 !liD t s a separate netwo rk elr·mcnt o fl c n •d w hen Sprtn t 

11\ ps·ovi dr> r: i t :: ow n l oop .tnd c·.,n n • ·•· t :: wttll l:'I' J: ' :: 1/ll l . h'llf •ll 

l'J GTJ JH"OVlt.IC's a l oop , 1 t mu:. provrd•· int• 1 •· nn1·•· t 1<111 o1 

:!0 the m<~in di:;tr ihu ti o n tr .t m•· , o~ :: w• · ll .t :: tho· 

.'J ill lt • J c'Oilllt't' l IC111 .1' t llf• II • t ~• I~. lll l• • llol .,. It '•'ll ' t• l tJ t ilt• 

·'I 1-lH . FJII CIII H : llid )'UU m.l~t· oll l)' .td )u:. t mo•Jl l !• l ll l 

.!·: di!;<.:ount:..;? Arc th{• r c .1ny l.lt:;<.:ount . td)U!:lr.lo' nt::; In 
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Wl T ti ESS STI.I:t.E ; Yes , wh<~t wr· did wo~ :; dur i n •J 

;> the ~; ummc r --.July o r 1'1'11•, \o.' l ' pr-o vid• ·<l .t r ull copy o r 

the Lucen t T cchno l oqy cunL ro~ c L pr- r v •·:: t u: ::p lr •·irt•J <~I l l 

4 placing o f outside pl.111t t.wrl it ic ~> L u ::pr !IlL, o~nu r:H_· t 

'.- with them in K.tn :;.s:.; Ci ty t o i r.<...'O I' JHII' .Jt" tll o:;e intu tlH· 

G model, the BCM- 2 model . 

l ] 

1 ?. 

in the price o f $11 . ~1 th~ t just tc!: t i t r c u t o . 

r-tR. PJIJCIIEI{ : 1\nt.l thi s i·; l-1r. Tr· imulc . 

y our !; ummary you U!_; Pd il -~ o r quo tr·d, 

~v 1'l ' IIESS 1'HII1111 E : Yes , do . 

1·1H . F I !IC II!:H : 

In 

tll.rl ? 

1 J f i gu r·c? 

1 4 ~viTIJF.SS TH 111 11 1.1: : 

l'J Attachment 1 o l my d rr· L·~o:l L1·s l i moll'l , lll•• I '.HJt' I •>I 

1 6 That inc ludes l oc.:1 l se rvi c e , in t r nl.J\'r'A to ll type 

1 ., r e venue s , switc hcJ .H:cc~::-: .1nd privo~tC' I in(•: . . It 

1 !3 e xc ludes a l l o tlw r r •vcnup:; whi c h .1 rc , t o r e x rt mp I c , 

] () direc tory advcr·ti s inq rcvl•rHrcs , n o nr r>c urrinq <..: ll.t !' 'J ":: , 

20 and 1 Ciln giv you il tul l<H' I i !;; t i t y o u wo uld like . 

?. 1 l·1R. F I / I CII J : l~ : Tll<1 t I 5 ! i I) (' . h'c ' r·c I oo~: i nq "t 

.' .• 1' ·"1" I o r .' n t l' xllt l >l t 11111'-1. Yt l ll ll.t\i• ' I o•V •· nll o· , T::J t; f C 

2 l ilnd contributi o n. !l o w the> t·on tribut itJil , \.:h o~L tl o o·:.; tl t. rL 
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2 That was as used by Dr . Si bley initia ll y t o be in one of 

J our estimates of our level o f common co~ts . 

HR. Fl!IC ttEn: o ~:ily. J\n<..l ttwn l'o~qe 2 i s the 

5 actual accounts and the r evenue f rom those accounts; 1s 

~ that co rrec t ? 

., Wl1' t1ESS 'J'RH1BLE: Tha t i s the e xpe nses 

8 associated with those o~ ccottn t ;. , th.t t i~; c·o •rr•c t . 

9 MR . F lll CI! ER : Let me jus t cla rif y one thi ng . 

10 On that revenue I igurc o t $'J'J0 rni I J i o n we n: f crrcd t o 

11 earlier, did you say that inc lude d a ccess? 

17 \vI TtH·:~;!> 'l'H I MilLE : Yes , it d O C'S . 

I I Ml<. FIIH'III·:H : 

14 to all o t GTE ; i s thnt corrc l·t? '!'h il t ' :; GTI' ' s revenue 

1 5 entirely? 

lG \vlTNESS TR 1 t-lll LE : Under our pr·op(): ;.tl ll, wlwr·c· 

17 we h n v c priced local :·•-1itc.:hinq , be l icvc, .t t l ou r· o~ :1J .~ 

19 minutes that tra nr.;vcrsc the- po rt o r unbundled e l ement, 

2 0 we wou l d c h n r·qc th;,t amo unt . The CUT c o u I d do wh.1t it 

2 1 desired in terms o t ,:h.!rCJ i iiiJ the- c.:rr· i .. r:; Lh~" sw1 t <..:h <..•LI 

22 access rates . 

.! J t-1H . F I I H.' Ill:!<: But whrn y o u Gt • l I t llc s w 1 t c h. 

2 4 switch ing as an cleme nt, you g e t the dcccss , ultim.~tely; 

., , . ' i :; th :1t CO ITC'ct ? m•· o~n Y" " l>i I I lh• · t 'l l'l' 1 <> 1 t I"' 



2 WITIIESS 't'HHllll.l.: !Jo, 1t wou lu be up to th<: 

Wl' w i I l I> i I I 

~ the CLEC fo~ the minutes of use transvcrsing that p o rt. 

:. It is the CI.F.C ' s rcsponsiiJi l ily to bi II t he c.1 r ricrs f or 

r, i'CCCSS. 

7 

(l 

MR . FJIJCIIER : 

M!; . BAHOI/1-:: 

Tha t' s al l J have . 

And 1 wo ulu 

9 like t o explain, what we ' re going t o po1 ss out right no~ 

10 for case of evcryonr>'s f 'Y":; , wr• 'rr> C)Oinq tn po~ :::: ou t 

11 po~tions of contic.lcnt ia l cost !Jtudi l!":; in 'J8 t., 98'J , which 

12 wa s marked ilS Exhibit llo . . ;. \-JC' ' re oll!~O q o tnq t n 1 1::·: 

II ou t p tJ r lion:; o l l"xltiiJ il llo . •,, which con:;ist o l th<· 

14 deposition transcri pt, whi ch is also con i idontial, 

1~ l~te-1 ilcd d r>pos iti o n exhibtt s 0 1 Mr. Trimble and 

16 Mr. Steele, and <1lso --yes , th .Jt' s it. 

1 7 And just so I c.1n explain t o you , I'm gotnq t o 

Ill ,1s k you questions b .l scd on the numbers ,JL the bottom o t 

19 what I 've given y ou , but I' m thcn qoinq o also rC'IC'r to 

,\nu t o r 

2 1 clarification, I'll point ou t that P.tCJ<' I - - l ' o~ge:; 1 o~nt.l 

:!? ?. -- l'o1C]e I <J c,JJ:: Wtl!J lllt • -- otlltl . ' d• •.tl ',o/llll t l11• . ' -

.'j ..111t! ':-wire loop costs s ubmittr-J in th is !JI"Ocveuin J. 

2 4 Pages 4 and 5 address tlw ;>- .1ntl 4-win.· l oop l"IJ:: t :: in 

." • 1111' 'lfoOil•l/ (II O<"l'<•d lll<J, .IIli i l ' .t<JV I .l U dl ' <'!::_a• :; tiH' l."Umi • IIH'd 



4 75 

2-wire a nd 4-wirc loop ~os ts in the 0~098 4 pro~cc~inq, 

7. whi ch W<lS the State proceeding On unbund) inq c1nd 

J resale . 

4 CHOSS EXAM f !I AT I 0 11 

MS . 13AHOIIE: \.Jitll th.tl , I wo uld I il-: t· to n•lcr 

0 you to -- f i r s t, WOUld ll~:e t O ci S ~: y ou b o th '•lh C"liH'r· 

7 the r evisions tht1t were- m.tde in the 'H.OHt.7 pr·oceed inrJ, 

8 whi c h is the AT&T/MCI /GTI: c .1se, we re m.1de in thi ~; -- in 

I) t he cos t ~';tuclit'~ !>lrbmitLN.l in til ts procccdinq? 

10 WlTIIF:SS STEEL~. : 

11 the late-iilcd exhibit? 

1 2 

]J 

MS . UAROHE : Yes . 

\VTTIIESS ~:TEEI.I': 

Th<tt would be the revi ~ion, 

t h 1 nk it wo~: ; llo . » , i 1 my 

14 memory is right. And the a nswer would b0 those h.1v0 not 

1 5 ~een submitted ~s c h.1ngcn . Throu,Jhout t hr· 

I 1. I<IC 1/ AT& '.I'/Spr· i nt proccl;~; we submi tted tlw Scii:H' cost 

11 information contained in my exhibits . 

18 NS . BAHOHE : !)O y o u tlon' l t IIIII~. ll1.a l tilt' 

l 'J revJ::>Jons th.::~t you m.::~dc in the 9 6 08 .; 7 pro~ccdinq we re 

20 approprtatc i n this proceeding? 

.' I \.J I '1111 ::::; :: '11 I 1.1.: 110 , do bel ievc the y're 

22 appropriate . I d 1 d n o t nu t; m it them ;H; l'11.1 nq,..~•. 

I<IS . flAROill : : ~;o they were rncorpor<~tcd into 

?4 the cost studies thdt you submitted? 



but they a re relcv11nt. 

2 MS . BAHOII E : ll o w are they rcJcv.Jnt it the y ilrc 

no l i n•·or p o r .d •·rl .' 

4 

c, thC'y pro vid C' the- mo:;t accur, t c . ... t im.1tr- o l the eo!; t f o r 

G GTE ' s 2-wirc clnd 4-wirc ~ (• t vices in it:; tt •t'l' ilo ty. 

7 MS . BAHOI/E: J t you wou I d tu rl" to P<~IJ<.' 3 u l 

8 the t.:on l idcntiaJ tnformt~ti o n th.1t Stall h.1 ~ givc•n yo11, 

9 wh ich wo uld ba t <•b 1 o f your l ate- ! i Jed cxllibi t t; 

10 iltl.lchcd t o your dt>posi t 1on . 

1 1 

I J 

14 

,., 

~-JIT I/ ESS STEE LE: 

MS . BAHO NE: 

WJTNESS STEEL!: : I h c"lVC' th ,lt . 

M: ! . IIAIHllll : : Yo11 :;t.l t<·d lh.1t tlh• r L' WC't' C tllr·ec 

1 6 ch~ nges incorpordtcd in the cos t s tudy f or 2-w irc 

] 7 l oops . 

18 loCJps? 

19 

20 c hange:; . 

:! I 

WJ T I/ESS STEl:I.I: : Yes , they .rr (• lll<..• s .t r .... 

MS . DAIWIII: : 

:' 7 c rr· or i n t he u t i I i ,. " t r u n 1 .. • · t o r· t tr .1 t "' .r :; 11 t 1 I i ,. • · d 1 " 1 

23 the pair-ga i n t ecllnoloqy tll.lt c.r11 ~;r:·u the im:re.1sc? 

WI TilES~; ~;'J'J:I:LI: : Yr:•!; , I Will. 1 n the c 1'1. ' :; 

.·~ co~ t study nubm itt .ll , then· is a very simple 
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ma themati ca l l o r mul ., tho~t' :.; u :-; l'd t <J t·onv •·r· t tlw 111 1 

2 fa c tors u s ed wlwn tll<' G'll: co::Tr·t<ll> l oop rnodL· l i: : r•rn I •• 

produce the 'l'El.H 1 c rc!~ul t ~; . And in 1 1 1 o~t t o r·mu lo~ r o r 

•l t·onvC' r· t i n cJ t llf• ,·o:: l :: I" tH I Ut' t•d b y t llv mod•·l in 1 t :. out 1 ul 

o;; repo r t for thf' p.llr -gain devi c e, :.;pl'l lt.!LI 1'-11-l -H -

(, G-J\-1 -U, or t:OIH' t •n l r· .rt u r· , ,,n ,., r o r w.1:> m.HJC. 

re1er to y ou Lllc :;pec i I i c p.1gc•:; o l tlu· cos t s tud y 

11 :;ubrnitt.11, i t tl1.1t wo ultl h C'Ip. 

'I t-1 :; . IIi\ IH >Ill-. : Vt •!: , tt WOII Id. 

10 WI T II ESS STF.F.LE : If y o u wo uld, r o r· c >:o~ mpl t •, 

II refer t o t•ll> ·1, the CO~>'II·:OD :.;y :: t• •m l oop t t. ·\-·llno l• l• J',' 

I? modu l e ouLpu L , y o u will: ; ~ · · · und· · r t ll •· ut lliz.t t r o ll r rll 

I 1 factor 

1·: ' 111 :.o rry, t 'dll } lll l 

I ~ refer us t o whi c h binde r ? TAb 4 o t whi c h --

llo \.J 1 Til l :::; :: '!'1 :1: 1.1 : I t wotrltl I H• t.tiJ ·~ o l li l t ' 

I 1 binder suppl ement 11 matcrtal s . 

1 B 

1 9 

M ~i . 11/\1<0111-: : 

MR. C I l.lJ"'AU : 

G i v t· u:; O lli ' rnom,.nt . 

l·le took C:h.ai r·mo~ll C lark ' :.; 

20 s uggestion <tnd g o t r eJ binde r s , " s y o u :.; ·c . 

.' 1 ,.,,,.,,.,, ::·. r •lll tl ~ I\ II ::r. rr: •:: /\It It• HI• ,,, • 

C d I l them o r .IIHJ<' m}·~;el r . 

;• I '" 1 T ill::.: ::·n: t·: u : : /, nd 1.'• · ,.,., pr:: t r o·l • · r 1 " on•· 

t-1 : i . 11/\ 1<0! II : : \>l Ol l ld y o u !11• l ' t·l t ' l I IIHJ t 0 1\ -1 1.' 



W l Tilt::;:; ~;·n:E LI': : Yo :; , dm , A- 7 ) . Yo u n o L 1 '-='' 

;> d o wn o n the• bott om p o rt i o n o f the p ri nto ut t o r· tilt' 

mode 1 , y o u w i I I :JC'C ,1 t:v I umn lw .JtiC r w ith U- '1' - J -I. , .w rl 

·l undcrn('.1th tllo~t r -r-T- H. wlt iC'I1 ·. ro~nd :: t n r u tili 1 o~tr o r 1 

l>oWII , , l the b o tt om . 

MS . H/\HOIIr. : \olh I c h I InC''? 

COl-1M f SS I O fll :H t\ I r.~; 1.1/lC : Yo u r·:; l oo Y. s tli ll l'rt.•nt 

'J 
II ·IJ ' I" ' "r :: lllo~l y o u <11 ' 1..! 

Ill l uo"i rHJ ,,t t il <.' wo r ~: p :lpc r:; . My eye::. n r cn ' l as q oou ,, ::; 

I I 

1.' Ill n.t••r . 'I'll •· <~rw t llo~t 11 .1:: t . ll> :. unde r 1t. th 1nY. thill 

t } wo uld be the I i r~ t binder. 

t ·l 1'1:;. 11/\ I<Utll: : 

l'· l>!lldL't ' . 

I <• \oJ I Til t-:! ; :; :;Tt: l: t.l . : i,r1d · " I · ' iII, 1111do•r t . ll • .; <I I 

t 1 l 'd')l ' /I , " ' l h l'll t'Vt· y ou r·:; ~ .. ,y :.; /\ -,I , . I!H I )'0<1 ::lrould 

18 11,1vc ::;onw t llll lCJ t h .ll I oo .::; I d : •• . r prr n t fl it i 11 " ! " r 1 r" rl 

l<l o t ti H' ! n11 p mod• l lll·ll ::.1y:; .11 til e t op " Cu~: rl-!OD !;y~;l .. m, " 

.!ll olllU JU ~: t und c•r l h.tl " Loop 'f'pr·llnoloqy t1wl u lt~ ." Down o~t 

.!t t he b o t t om y o u 'll :;cc cJ co lumn hl'. ld l'r t f-'1'- 1-1. F-1; -T H 

• • t u r u t t!tt..lli Oil f ,, t: t o r 

MS . ll/\IW II E : 'r es . 

.'·1 
I~ I T ilt ·::::: :: '1'1:1: 1.1: : An<.! y ou "-' I I I n o t 1 L' l' t !1. 1 t 
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2 o n the p:lge . 11 you ' ll go l orwo~rtl t o tile· very l tt::t 

p.HJe undct· tllo~t t.tl >, whil"l1 wn uld l w l '.tCJl' I , I lH·It ••V•· 

4 you 're c alling it A-1 . 

.. MS . IIAIW I11: : llo , n o t now. Th.t l w.t s 11 om lht• 

6 o ther bi nde r. 

7 A-1? 

Thi s i s o n e . ArC' you telling me y ou h.tV<' 

8 WI TI11~SS STE I~ I.E : It ' s 1n both bintlc r s . Yo u 

9 can ref e r to ei the r --

Ill \ ·l• • ll.t " • · 1 I • 

I I IHTIIE!. :; ~TU. LI : : 

12 convenient f o r you . Thl~ : ; o~ m t· P"'Jl'!• 111 t•.t c h b 111d1' r ) Ill \ 

I I i [ y o u qo t o the Vt' l'Y I i r· ~;t p.t t JC Ulldt • ! lotl.J ·i, }'U\1 •..,• til 

14 sec the very last line o f the P•"J e pr·o v1tlc!j note 1 

1'> utiln~ation Ltctor , ilntl wh.lt tiH' modr-1 docs on th i:; 

1r. f irst ::;hcct ic .\djust from th.tt uti l i:r.ation f<~ c t o r, 

17 assuminq thil t is the outpu t !t om th l' C'O! ;T r10 i l l vop modo·l, 

I H to prov1<.lc the TELIUC t o r tll.tl nc t •...rod: element . And I f 

19 this model is correc t ed to co~ptu rc the dif f e rent 

20 utilization ! actor s f o r th C' vo~ri o u ~; produ<:tion un i t ~: 

21 identified on th ,tt Page 73 , it result!.> in the co:· t 

•·h.1nqr• I h, \1 ' : ; idl •nt i ltf'd 111 1 111' l.ttl' - 111• ·.1 l'>.l11lo11 li P . ll 

.'1 lhotl W.t :. III L·d in tile 1·1<: 1/ A'I't.T .t!UILI'ollt o n pro<:L't·dtlltJ . 

/4 And that mnth cmatical cor·rC'c t i o n i s ""ll.tt i !.: l ·o nt.titwd 

~·. under thL' l t~te- f ilcd f.xhibit tlo . 8 on t h e .ttlc!Jti o n.ll 
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p.1ge th .1 t Wd S provided to Stat f with tht1t lall: - 1 i lc·d 

2 e xhibi t . 

3 COMM I S:'> I Ollf.H 1\ I E S I.I !IG : And may j u~ t a s k c;1w 

4 c la ri fying questi o n ? Hllen you 't· e to1 l king .:lbout the--

5 wha t ever lale- t ileu E>:hibit ! l o . H , 1t ':; t il · d unm<.·n t 

6 that h .1:; Paq e J <.tl the IJOttom o t i t , in til L' (.'Uil l iut·nt 1 I! 

7 e xhibi ts that were jus t h.tnd e d o ut ? 

8 'J'h,l l · s correc t . '!'hi~; i->·" 1' ' 

'J w ith I o n the bottom , 1 t wa s the first pMJe undt-r th.lt 

10 late- filed e xh i bit p r o vi u ing il summary o f ~he mo~terial 

11 that f o llowed . 

1 2 MS . BA IWI~E : Si r, h o w did yo u I ' O mP tip with t h (.' 

l3 70 pe r cc:'nt f OI' t ilt' uti lli' . lti on ! a c t o r ? Where docs that 

J.: come f rom? 

1 5 H ITIJ ESS !;'J' I·: Et.l : : At the t1me tll .lt: 1 p rt urmPu 

11. th e dn,t lys i s , 1 ~;ne·.,r th .l t ct T I.I.IUC ~;hould bco to~ llul.• c>d 

1 7 a nd calculated b<~:;C'I I o n "" .a v . ·I.ICJV l o n,·.atd - l uo l.Jil<J 111 t 

I IJ ICH..: tor I 0 r GTL Th e an ill y s is tha t I h.l d I .ld I I y 

19 ava i l able p rovided info r·m.J ti o n at til•• 1 iII t .u.: t ors 

LO that ' s idc ntiC1ed o n thdl p cHJC. Th ul is t h e number th.lt 

?. 1 you ju~t rcild, plus th e olhc1·s t o r t'1c <.: lrt: uit 

:!2 e quipme nt, and s wit l'l1 incJ <' quiprn• •nt . 

In on.Jcr to pro perly c .:t l cul.ltc h e TE I.RI C f o r 

2 4 this netwo r k e leme nt, I must ad just t o m. ,}. t."' !:u rn 

?5 co~ptur C' the <Wcr.l fJ<' t o r ·w.lnJ-l oo~:inq 1 111 t .I L·t o r. 
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1 ldeally, 1 would have run the muclc 1 with the o~ vl..· r .~<;c 

2 forward-looking fill fa c t o r as the prim~ry input and no 

J adj us tment wouJd be needed sinc e J kn e w, mathc mnti c ally, 

·1 As I o nq ,, :: 

5 I multiplied something time s a f dc t n r and divided by the 

r. othe r· , knew m~thcmd t ico~l ly would qct the s~me 

7 answer. So that's why 1 pe rforme d the c.:~l cu l<~ tion . IL 

8 wa s j us t a time saver , if you wj II . 

9 MS . 13AIWNE : 

1 0 in the origina l stud j pro v i de d L>y GTE , Fl o rid.s ? 

I I I c o~n' t r·ct·.a ll ,Jt· t u. llly i t 

1~ the presc ribe d r.:~t cs arc no l, clllho uqh 1n Lil t· l.~Lc - ll l i..•u 

11 cxhibit, o r t h i s I->age J thi1t wl"'rc r e f e rr ing t o , it 

14 s ho ws what the impact woul d be , that is 1t dtld s JO 

15 cents , if we would us e the forward-l ooking econo mi c 

17 mine , Al Sovereign , i n the e va lua tion a nd cos t n r o up o t 

18 GT E Telephone Ope r .1 ti o n:: . 

1 9 MS . DARONE : Do yo u kno~ i I yo u usc J 

20 Commiss i o n-pres cribed de prcc i.Jtion r.1tes in you r 

2 1 ca l c ulations? 

22 \..JJTNESS STEELE : 1 ~hou l d have tha t in memo ry, 

. • I I IIII I d o n o t. I , 1 p o 1 o q i 7 t • • II ' :: h .1 n J t o b 'f' P tht•m o~11 

24 straight, and 1 probably s hould hdve written it do wn, 

7S but 1 di d no t. 



1 COMMISSIONE R KIESl. JNG : Docs th~t mean yo u 

2 don' t know right no w if you used the Commission-approved 

l r· iltes? 

4 WI TNESS STEELE : I bel ieve I did, but my no tes 

5 do not tell , and r wou ld have to che~k thnt to be 

6 certain. 

7 MS. BARONE : Would you be able t o p r o vi de a 

II l.llc- lil ed exhibit t o lL' t us ~:now whether you u seu the 

9 state-approved deprec iation rates? 

WITIH:~;s !i'l'I :J-:LJ-:: Yt.•!.; I c 11n Llo th .1t. 

COMMISSl OII ER KIESLIIIG : A 1 1 r i g 11 t , I ' 1 l ma r k 

lll 

1 1 

1 2 

1 ) 

late-filed Exh ibit 1 4. And it 's g o inq to s ay yes or no, 

I guess . What do you want it t o - - what l orm do you 

14 want? 

1 ') MS . BAI<OIJE : 1 would 1 ike you t o s ho w the 

16 depreciation rates that you used a nd i ndicate whcth~r 

17 that was sta t e -ilpprovcd o r not . 

18 Also , a no ther questi o n 1 have , if you don ' t 

19 know this , we would I i~:c t o ;1ud t hi s t o t ,, .. J,Jtc - 1 i lr·d 

:•n <·xhibit .t s well. Do you bww the Ll cp!'l:! l.: i.Jlion tll.Jt you 

2 1 used to result in the JO cent inc r caoe thilt you j u ~ t 

~? s po ke about? 

2J WITNESS STEELE : Those I ha ve . 1 cil n prc vide 

24 thos e to you now if yo u wou ld I iY. e , o r· I c .w jus t 

.''• irwor·po r·.ttl' it into the lo~te •- 1 i lctl e xhibit 1 1 thi:lt ' s 
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mor e conveni ent . 

'} MS . 13ARO!lE : Go ahead , y ou c an tel I me . Oh, 

3 if you h ave to look i t up, that ' s f ine. 

·i i m..:o r·p o r .ltC it i n t Q th C' I o~l P- 1 i I c•d . I tll otriJil l y ou 

!> Y.ne w . We'll incorpora t e i t . 

WI T!lESS STEE LE : We 1 I ' th t· r L'' ~; .. numuc· r· () I 

7 accounts . I don ' t have them all in memory. 

8 

'l 

MS . BAROIJ E : 

into the ldtc- 1 il ed . 

T h a t' s fine . Just inco rpor~tc it 

~; o the late-riled exhibi t wi I I 

1 0 inc lude depreciation rates for the 30 cent inc rcil sc cHld 

ll al so the depreciation rates t or the origin~! study. 

12 

l J 

1-1 

15 shall 

1 (, 

17 

WlTNESS STEELE : under s t .1 nd. 

MS . BARONE : Thank you. 

COMM lSS IOIII::H Kl l·:~; t.J IIC : 

give this? Depreciation J { .Jt c~; U:;1•d? 

t-IS . 13AROIJr : Yes, in tht~ o riqin.11 :;Lmly. 

COMM ISS l ONER KIES LI IIG : 

i l I I. 

1 R t i t1 c . I ' ll just ca ll it Dc·prec i.1Li o n Ho~Lt!:; U::;cu, ctnu 

I'J it wi II reflec t that it wa s thP. origirMI :; tlruy ctnd the 

20 30 percen t inc rease and wheth e r those rdtcs arc 

.. ' ·' 

.' I 

.. ·l 

HS . OAHO!I E : Thank y o u . 

COHMU;SlOIJER Kl ES I.IIIG : You ' r ( ' wo•l•·oml' . 

(Late -! i led E>:hiuit llo . 1·~ 1d1 •n t i t lf•d . ) 

MS . BAHOUE : !lo w I wou I u I 1 ~ • · y ( u t o t u r· n or. 



P<1qes 4 '"1nd 5 o f the con ltdt>nti .11 m. tt e ri .tl tll.1t w.t :; 

2 passed out to you, wh ich wo uld b0 t.tb R o l y ou r 

3 la t e-filed depositi o n exh .bi t . Wo uld you p l ease w.tlk 

4 t h rough t h e th r ee <"hdnqeG t11.tt y o u tliscu!.;!;(•u earl icr ,, r; 

6 increase i n the l oop cost~? And t or the rrco r d, we ' ll 

7 just re t I eel t t1 .1t t llo:; ,. t.:h .an•Jc•::: -- .Jnu l.'ll t fl_•c t m<· t 1 l ' tn 

8 wrong -- were the 1 mp tt..: L o l t.:orn.•t..:Ll nq liH• uti I i t .tl ion 

9 f actor f o r p .1 i r -g ;1in t echno l og y , the impo~•·t o f 

10 incorpor.ttin•J c<.:onom ic d<'Jilt•<.:i.tti o n r.JL •·: • .snu tht.· imp.1 <.: l 

11 o f adjusting customer operutions c·xpen:::o!· t o remove-

1.' l oi lllnq, .... r vi•·•· nrd • ·r .utd r • · l.tl l ,·.,·. t · .. 

I J W J Tlli~SS ~)'f'EE I.E : 'l'll:tt i s co r r PI"L . lve c .tn 

14 !>tilrt ou t by loo kinq at the p.HJI" th.tt t lol!o ' • at thC' 

I~ b o ttom . And i t shows in the middle ol the page the 

lG d i fference , wh i c ll in the-- tr·om t ile .HJju:; t L·d t il " d 

18 This is the tota l i mp .• <.: t o f 1nco q oro~tliHJ t ilL• ::lt.tii<Jv duu 

I <) t o the m.1th error. The :;uppor t mo~tl' r i" I nn l '.t<JP 1o 

20 ca l c ulates fo r the two accounts th.1t .:~rc imp.1c t ed by 

~~ this, wh1 c h is t he pair-gain device o r concrntrutor , the 

. !~ imp.t t: l t l1<1t would n _•!;ult 111 the uttliz.ttl o n l dctor t o 

bring everything t o the s.amf' levc I. Ant! wh<·n th •1 t ' :; 

.'·i br·ouc;ht l <r r·w.t rd t o I'·HJ<' •,, ••v•·•y thltHJ .tt th.al I£>V••I o l 

25 the analysis is at the same level o f utilizt~t i on f.t cto r, 
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i I Y"' ' wi II, o1lld .1:: i 'l l"f•rall t WI' now ll. tVl' " 'l'l:l.lli C th.lt's 

2 identified o n the shee t it ' s actually c~l led 

) TSLRIC- loop -- whi c h i s at the ave r <HJe f o rw.trd-l ooking 

4 fill factor. Tha t's also identi f ied in the sheet, the 

5 thi r d li ne from the b ot t om . (Pause) 

It- would be h rlp l ul l o r mt' t o l ook o~t the 

., entir-e late-ti l ed e xh ibit, ollld ~ im: •· kno w W• · h.av•• ,, 

8 copy here , tha t would jo~ my mrmo ry o n the o ther two and 

9 prov i de t h e ref e rence pages . 

1 0 

I I 

MS . BARONE : Okay . (P.:JU Se ) 

\vi '1'/l E!>S STEI: J.J : : ll wou ld h.ave h c•lp•·d it I ll.ad 

1 2 put tabs i n t h ere , in the materia l s thdt y o u p r ovided 

II m .. • , ol lthouqh you did n o t provide a) 1 t h e p.1qe s , bul in 

14 the l<Jte-filed exhibit <~r·c l.1ndscope run s , o utput runs 

1'> of G'l'E ' s models f o r the hiqh , mcdJum ilnd l o w den!>ity 

Jf, ar·ci.l , and they pro v ide the <Jr·t.li l f o r c.wh ~:ilo f oo t 

17 distance from the o ffi ce . And behinll th .1t is .1 scr ir!; 

I ll o l ~:IH'l' l! ; tho1t .tctuotlly t.tbu i. •L• ·:: t h•· ,·u::l:. l ot' , . ., ,· ll 

19 }; i Lo foot length , or it s h o ws the arH1Uol I cos t l actors 1 o r 

20 each investment account. And those !:hcl' t !:i h .Jve in the 

21 front, on this landsc ape s heet , BllF , which s t .tnd s l or 

22 B"sic Netwo rk Function , Cos t Study in the t op . And that 

.' 1 pr·ovi , l •• :; .til the> b.1ck11p int o r· m.1ti o n t o r each ki l n f nG ~ 

24 length , monthly cost . That ' s ca rr ied f orwt~rd in t h l! 



c,\l· c o l the milth erro r a s:.;o~ z.t l c~ w ith thC' p.t11·-q .11n 

2 device . 

The ~un·cc tl Oil 1 0 1 th e d~.opn·cl.lt lOll c•>:pPn: ;p o r· 

4 the impact o f the deprecia t ion 0 x pensc , I w i II Ul' 

5 res ponding to th<tt in the lctte-1 iled exhibit, t o show 

6 you those d eprecidtio n r a t es . And wh en I do, y o u w il l 

7 sec the a c tual deprcc io:~ti o n z·,,t•·:; tl1.1l " '' ' <> ll liH':; c 

n l.1ml:: c .t pc."' runs , .,,J.Iin the on e·~ l. •b c le:cJ with ll!lF Cost 

9 Study o n the top. They wi .ll hC' i dcnt i •·.Jl t o tllo~t. 

10 The la:;; t i Lt•m i:; t o n~movc b i I I i ng cos t s <Hid 

ll s ervi c e orde r cos t :.> , and t o m.t~:c c ure• llo~t .111 tlw 

1 ;> 
And you 

1 1 tlid n o t pz· o vidc lh.::~ t P<~<"JC , bu t th .tl ju:.l l!.tppt•n:; t o bt· 

' 4 thc vcr· y l.::~s t page untie•· ~II(· 1.11• ·- l •l • · l I l.ll lhlt ll< 1. 11, 

I'• wll ad1 i::, .HJ.t i n, ,, l.t nd::t.:.1J.le sheet th.1t provi <h·~• .tnd 

16 says a t the top, "Oriqin.tl Cu~;tome r· OJH' ro~t l Oll : Fo~c t or," 

1 I .H1d t h c•n m;lkes ,, d ju!; l m<'n t :.; to remov e c .u·tt o f Lh e , terns 

I H th.Jt 1 covered in thi s s h ee t : Fir:..: t, lilt· l> il linq 

l 'J !>c rvi ~e orde r and the n l.1=: t the n •t .ti I vu::t . Antl Lilt.' 

;•o 1 .·::ult i nq ,, pp a·o pr iate f dct o r i s the ::;econd I i ne from t h e 

2 1 bottom o n that landscape sheet. An~ y o u ' I I n ot i c r th~ t 

22 wh e n you qo a nd J ook at the l <~n~ sc.:<~pc r une I o a· lhC' 111/F 

.!J Cost Study, that y o u ' ll see those numlH"' r :> 11nd•· z tiiP 

2 4 c u s t omer opc r il ti ons , Lint• 10 .tnd Lin•· .'·:. , ,,. ••. • ,·11 

."• 1\tl o l uo l IPII<Jlh . 
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MS . UAHOIIE: Yo u wt.• r c r c t t.· rr imJ t. o the lo1 ~ t 

;> p ugc o f y our lilte - t i l e d e xh ibi t; i s Lllo~ t cCJrn•c t ? 

) 

4 

'J 

0 

., 
8 

9 

1 0 

1 1 

I.' 

1 ) 

Ill 

1 5 

1 (, 

I I 

18 

I 'I 

?.0 

;> 1 

• , :> 

· ' J 

. ' · ~ 

~~ 

WI TNESS STEE LE: Yes . lt' s the o ne that sa y s 

Original c usto me r O PI~S . whi c h s tand s t o r· Ope r i\ tio n s 

f~cto r a t the t o p. 

MS . BARONE: We h .tve thil t , t llo~n~. y o u . 

COt1Ml SS I OIJ EH 1\li : : ; J.t ll ~; : ,Ju ·• t :.11 l llo1 \ lll •· 

r ecord i s c leilr , w11en y o u ' rt.• tillkinq . d Jo lll ~;um~: 

late-filed exhibit, it ' s n o t l.ate-1 i lt ·d 1 11 tlli :. 

proceeding, it wu s l n t e- 1 i l ec.J in .lno tiH•r p H >ct.• t•c.JirHJ ! 

HS . nA ROil F. : 

COMMl SS l O!lER KI F.S I.IIlC : !;o i t' :; n o L .t c t ually 

in the tes timo ny here? 

MS . OAROil E: Corre c t. 1 t ' s ,, I ,, t: - f i 1 cd 

e xh i bi t t o y ou r d e r,osi t ion tran:; c ript wh i c h i !> n n w .s n 

I ' XIIil> i t I ll \(li:; (l ri W P t •d i ll<J. 

MS . 13AH0 11 E: I s thi s Lrue Llt.ll <:' 1'1 : F l or 1do1 

l o r ?. - a nd 4-wire l oops? 

WITil F.SS STE ELE: '!'hil t i s corn.·<· L, we di d . 

MS . 131\lW II C: Wh y c.J o y o u t hink it ' :; o~ppropri<tle 

l o inc lude l.1nc.J .Jntl b ui ltlincJ co:.: t s t o r t hl.' d <•vel o p mcnL 

o l l o o p c o:.; t :; ! 

WITHESS STE f. LE : '!he lony<.'r loop s th.J t n r c 
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used in th i s sta t e inco rport~ t cd ou r motltd cont<~inir.q 

2 pair-gai n dev ices , as we ll ns c l c<..: t ron i<..:9 tha t t~ re 

J loc a t ed i n the central o ft i ce t o communi co~t e a d igi t a l 

4 s i gnal . And b ased o n our a nal y s i s o f the cos t s , we 

5 de t erm i ned t hat l ilnd a nd b uilc inq:, s hould <~ ~si gned t o 

o thos e . Ci r c u i t a nd centr~ l o l l i c v cquipm~nt coo t s , a s 

7 wel l as a ny o the r s witc h i ng cos t s , such <~ D those used t o 

fl de rive thC po r t 0 1' minu t e-of -U~C' ('O~;t , olll' ol i!~O 

9 conta ine d i n our cos t s tudi es for ne two rk clements . 

1 0 MS . 8 1\HOfl E : ll .:l V C yo u p<.>r l Orffil'U cl COSt ~ t udy 

1 1 t h.:l t docs no t i rH.: l ucJa lunc.J <~~1tl IJulldi nq:.; ? 

12 

I J 

WITIJESS STF.ELI: : The c o:;L s tuc.J11•: ; l o r l oop: : 

14 indire~tl y , I guass , I pe r f o r med n cost stud y, as r c a n 

1 5 g o t o the f i r st paqe unde r tab 4 t~nd r emove t he l and t~ntl 

16 bu ild i ng s c ost . So r guess indirec t l y I ' v d o ne tha t 

17 s ince I ca n s ubt rac t it . 

1 8 MS . BAHONE : Can you e x p lain the ctc.J j us t mc n t 

19 p r ovide d f o r the 2 - and 4- wi r e l oops , whict1 is s~"wn in 

20 yo u r l nt c -filed d c> pos i ti on e xh ibit ? And i1' s I'M JC' r, o f 

21 the con i idcn ti a l in l o r m.1t i o n t.h .lt we p.:1 s::t·c.J 011t 

.! J lvl TNE~t; ~;T l~ELE : Yes , J <.:.l n . 'J ilL• p u rpose o t 

24 th is o ne -page por t rdi t layou t is to r emove t he 

.", mo~t hl•m.ll i~o·o~ J e rr u r tl l.t l w. 1:. u:;l.!u 111 ··unv•·r t '"'J rr u rn l11 • · 
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t iII fa ctor t hat prov ided-- wa s provi de~ o n the ou tp~t 

2 of the loop model to the average for~n rd-looking fill 

1 tnc t o r that was identifi e d i n t he fir s t s heet . And what 

4 you ' ll s ee here is there ' s sevet~ l c al cu l at ions . Firs t 

5 i s to r e mova the filJ factor ca l c ulati o n enti r e ly . In 

6 e sse ,ce , the n, the inves tments tha t woul~ be label e d 

7 the r e are without ~ ny adj us tme nt for ti l t .lctor . 

8 the n in the second s t 0 p , t o adju:-;t t11" iII l.s1·tu r· t o I H' 

9 consis t e n t with the other t i ll ft~ c t o r· :.; th.tt wo re 

10 identified on t he loop model output . Once the y ' re o n 

11 t he same level, the y' re a lI the same fill l nc tor, the n 

12 the mathematical f o rmula , wh ich is u sed in the f i r st 

1 J p.HJP unuc r· t.1b 4 and Lh c f i r~t p ugc o f t .:-1b ':> , Cil n bC' 

14 applied wi thou t e r ror . 

I'• MS . Bi\ HOIIE : Wou l d yo u e xp lain tho mai n 

16 differences be twee n the l oop cos t s aml tile .Jrbitr<~ti on 

17 s tudy in this proceeding a nd the l oop co~t s in Ooc~ct 

I H CJ509B4? Tha t would be u part o l F.xh i i.Jit ll o . 4, wl1id1 

19 i ncludes the cost studies f r o m the 9~0984 proceed ing . 

:•o Yo u c .1n look at P"qos 4, '> ilnd 7 o t the con! ide nti a i 

2 1 in formatio n tha t was passed out o.1rl i<! r· . 

22 WITN ESS STEELE : The o nly item o f s igniti cant 

23 d i fference in the f irst si x line!;; that an· !.ll.)e l<.'d on 

:! 4 Page 7 is for the o ne item lobeled l oop , L - 0-0-P o n the 

• ''J I e It . In till' m.ll< ·t i .s l p t ovi dt•d 11 11 I '.ICJ• ' 1 , yo11 wi II :·; p p 
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1 that in the top it l..tbcls it ..~ ~: l.I<I C . And yo u Jn l<Jill 

2 recall my opening comments . I hc~d tcz titi c J thc~t the 

cos t studies pcr l o rmcu in th C' p.1::t in thi s prrw00dinq 

4 did not include both vol ume - s ensi tive and 

5 volu me-insensitive costs . Rnthe r they inc luded just the 

6 volume- sensitive cos t s . So the prim~ry diff e renc e in 

7 the cost calcula tion would h~ve to be th~t the 

ll \.0 )\llnl' - in::rn:; itiV(.' c·o:: t :: c1rC' C' Xc ludc d from the Li ne:! Of 

9 Page 7 . If you look at the att~chmcn t t o my t est i mon y, 

10 it ::;,1 y s tll ~1t the mcthotloiOCJY u· ~ r·tl by CT!: w.1:: t o Pn:HJI'<' 

11 that all the facility - based cos t s for l oops il r e a ss i grwu 

12 to the l oop network e l e me nts . lind tid s i;. not o n I y 

lJ consistent with the thinking thut we h ..td re l a tive to Lll c 

14 right pri nc iples , but also t he FCC and Spr i nt and other 

1 •, P" rt i c s in thece proceed i nq s . 

16 HS . BARONE : Now, i s n't it tt·ue , tho uq h, i t 

17 you loo k at the volume-s ensitive a nd the 

18 vol ume-insensitive figure t o tal in the 'J~0 'JR 4 d ocket , 

19 t ha t figure is less than the I i~ure i n t hi s ptocccding ? 

.!0 1-1 I TilE:;:; : ;Tt:J: I.I : : 

2 1 to o n l'c~ge ., ? 

.' .l ~·1:; . IIAI<OIIE : tlo w, 

23 that i s the 2-wire and 4-wirc l oop curnb lnu t l o n, wllt c ll 

24 includes both volu me - sens itive .tnd vo lu me -insens itive 
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2 ., , where it adds up the cos t ~; o n Luw I J , 1 t 1 nc I udcs 

J both the volume-sens itive dnd v o lume -insens itive cos t s . 

4 /\nd 1 did tes tily u n th.lt Llur1n•J the qu0~; t1 on that I 

~ received during the depositi o n, and I did veri f y that . 

(, /\r,J I know the> l oop ::.1mpl" wo~:; ,, p o rt 1o n o l the 

7 analysis . 

8 MS . BMWIIE : No w you're refcrrinq to your 

'l d c po:;ition in tllC' 'H· ll!l·11 p1 m ·c-c•<.linq; i:: tl1.1l co rrect? 

1 0 

I 1 don' l I :' 

W!TIIL~>S STr. l U : : y I ' s I II" v L' l () IJt' v L' I y L' I L'" I , 

I' m t.l!~:rn• J . tl unrt th o• I~CI o~nl t\ll.'l . I!I.Jitlo~l lllll 

12 where I was provided testi mony ,):; " d •·pu:: iti on . 1\ut t;u 

lJ provide a prcr i ~e ilnswc r, ::i1wc my rn.ind co~n't !'>com to 

l·l h u i<J cvcr·ythtnq tho~l':: q nt rl<J 0 11 .s:: I • t• •l lh•• OJ'J'II II IIIli t y 

15 to go from one proceeding t o cHIOLh(' r, I d o n 't rcmC'mlH~ r 

tr. LllL' precise di ll l' l·.- n ct• . 

17 MS . 0/\ROilE : So yorr d on ' t ~:now wh y then: ' •: o1 

18 dif f erence bctwoc·n the l oop co::ts 1n th•· 'J ',CJ'JIIIl ::to~t(· 

10 proceeding ve r ~;us thi s pr·oL·t·P•. IJn(J; i~; th o~ l 1 .. :h.1t you'1v 

20 saying? 

.' 1 WI T IJI :: ::; ::Ttl 1.1.: ~.now rt ' :: t ,, ,,·~. tl t••l •' 111 ~.;· 

long term memory sor.Jcp l .Jcr· , but c;~nno t n·•·.tll It I ICJh l 

7 l now. 

MS . 11/\IW !I t-: : !l ow , I wou ld li~. • · t u rvl•·r· y utr t o 

;><, l'.tCJl' 10 o f the con l irl<'nti.l! inl o r m.tti on tho~L Wil S p .1::::ed 
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o ut C<lr· J i c r· , whi c h . . . l 'ol tJL' l/0 , t . d J 1.' u r t l11• lo~ tt'- lllvd 

/. exhibit a tta c hed t o Mr. ~;l • ·<·IL· and H r. Tr imbl 1·':; 

J d e position in Docket ')(,()!{.; '/ . 

4 that we pass ed out t o y ou . 

6 were determ i ned, generally ? 

7 WJ TilESS STEEU: : Ye s , they arc the rrlt io o f 

8 the v o lume-insensitive cost t o th~ v o lume-sens ittve 

~ cost , as a fa c t o r . If you -- yes , by del in it ion , thc·y 

tn would be> the> r.1ti o o l the vo lum~-s (• n: ;itivf' r ill l<~ e t o r· 

It thnt was u s ed in an~lyz i ng the cos t divided by the 

t ?. v o lltmc-insen s itive ! til f actor th.Jt wou ld h e u :.<·<l t o 

1:3 determine the 'I'EUU Cs . 

14 the r..rn was run at <1 • 'J a nd the <JVe:r-.ICJL: 1 1 II I .s L· t c r, I o r 

l!J exdmplc , w"s . G' ... , o r (,'.J p e r cent, tllvn . ' J dtvtdL·d uy . !•'' 

lG would give y ou 1 . 38 . Subt r<~ c t i ng l I r om tllu t 9 i v<: s 

I I ynu . Ill, .tnd you ' II ::<ot ' t 11.11 .1:: o n •· o f l l11• 1111 ml"·• :: . 

113 The . <J in my cx.t mp l c is th e 1 iI I t., c to r· tho.~t 

l 'J WLI S u s ed in providi nrJ the c:o:: t s , in tlti •; <:'x.amplc, t o r 

.:0 entrance ldc i li ti c:5 o r· din.-ct t r·un~: tr . IJl: ;por· t, divided 

21 by the forward-looldng aver.HJe f i I 1 t o~ cto r· u ~;eu to 

111 tllo~l . ·. , :. •· it Wtlllld IH' tlll · 

2J Objective ( iJJ divit.Jed !Jy tlH' oiVC'I",l iJI ' !Ill, . 'I dividctJ 

by . GC::• , s ubtr·.1ct 

25 o n the s heet. 
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For end office s w itching , that inf o rmation wa s 

2 derived d irectly from the SCIS a n d COSTMOD models . And 

J agai n, it i s the r ntio o f the cost that would be derived 

4 based on the total cos t o f ~witchinrJ divi<lccJ b y the 

5 a verage cost that y ou wou ld inc ur, ur in c·:;:;cnce, liH' 

G objective fill div id c d by the rlvert~q !"' f iII , s ubtra<.:t 

., ,1 n d you ' ll get the numbe r· th.1 t' s ::;ho wn 11 L~x t t o Pnd 

8 o ffi ce s witc h ing . And that in t ormilt i o n w.- s ob t <lin('(J 

9 from the Switc hing Cos t Inf o rmati o n Sys t em model that we 

10 have under license agreem~nt with n e l l co r c. as well dS 

11 fro m G'l'E ' s COSTI·10 U model, u r il ~; C"l"f:-', ::w1t1"11. 

1 2 The arithmeti c i s done in o n e step, i f you 

1) wil l, versus the two - s tep process tha t I c howcd r ecently 

l·l WIH'l1 \.1 1" Wt' I "L' t.llkiiHJ 1111d<•)" to~b 1\ . 

15 we took the costs that we h a d ilnd we t oo ~: it t~nd 

1(, multipli e d it times the IiI I f ,l<.:tor th.tt v.· .~ : . u ~:c·d, tho~l 

1 ·1 came out ol the C:OSTI-!0 0 muul'l , c1ntf divi uvJ tll .at by t l w 

18 a verage fill fa c t o r t o derive ,, '1'1-:J.IU C f o r th.1t n(·twod: 

l'J c lement . This is d o ing the :;; <~me thine;. It' s t.-}:i rHJ Lhc 

20 fill factor th~t ' s used from the mode l i n the numc riltor , 

::> 1 dividing li1 .Jt by th e f o rw<trd- l ookinq d V(·rMJC fi l l f.1ctor 

22 u sed to derive TEI~ICs and u s ing thaL numb!"' r to adjust 

2 J costs to get a TELRIC for that network element . T h e 

In the pr· pv i ou:-; p .1rJI.' , on t .\IJ 

25 4 and 5 , it wa s done in two steps . Here it ' s d o n e in 
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o ne step . 

2 MS . RAHONE : llc :xt I Wolllt to ol : :k you .. qu t•:: t i !)II 

) tha t com pa r es Page 8 and Page 12 o l the con t .identi ,11 

4 info r ma t ion t hat was passed out e(,lrJier . 

'> W TTIJ ES~; f; TE t: J.J: : Yc:; , I I! <IV~ l'.sqe H. /lllc.l l'ol l J I.: 

6 12 , y o u s aid ? 

7 MS. OAHONE: Yes . And for t he rc c..:o nJ , l'<~ tjv !I 

8 i s a po rti on o f the cost study in Exh ibit No . 4 

9 s ubmitted i n th is proceedi ng . And Poge 1 2 is attached 

10 to Mr. Trimble ' s t estimo ny ,,!.i DBT-J-A in lhi s 

1 1 p rocee di ng , 96 1 173 . 

Wl'r'N E:SS STEELE : I ' m with yo u . 1 2 

I J MS . UAHONJ:: : Sir , with r espec t to these, wha~ 

14 i s the d i f f erence i n cost p r ov ided t o r the 2- ~nd ~-w ir0 

1 ':> e ntra nce fil c i I ity providPd in the• o~riJ itl.at i o n :: t udy in 

10 t his case , and in Doc•:ct 9',0'JB'> , which r e fer~~ to i >c~q c 

17 12? 

I II 1-J I'I'N t::SS STEELE : No w, t hi s wn s a l so covered in 

19 t h e MCI/AT&T d r bit r a t ion l dt~ - f il cd exhibit . An...i thete 

2 0 wa s two reaso ns f or the dif f erence . One is tha t 1 

2 1 stated in that r e s po nse that t he 2-wi r e and 4 -wi r0 cos t~ 

2 J unbundled l oop el eme nts ; and second is that t he LRJ C 

24 s h own on Page 8 only inc ludes volume - sens itive cos~ ~ -

I W O U I d I i b ! lo c leu· J1 y , you 



mentioned MCI , but the 'J 'J O'J II 'J d ocke t w.s s thC' s t.1t e 

2 proceeding . So I want to b e s un: we're c lC'dr. 

WI T NI·::; s !':TEF.I.E: Wil S r £> t c r rtnq t o l'.tqf' 1 / 

4 where there was a question, I believe, in the lilte-filcu 

5 exhibit about -- und e r l he MC ! and AT&T proceeding of 

6 GTE 's 2 -wire and 4-wire entr~nce fa c ility cost . 

7 MS . BARONE: just want t o be z u r e that I've 

8 articulated the question and we have the ~nswer that 

9 we ' re looking f or . 1 would like you t o exp l ai n what the 

10 differenc e is-- di f fere nce in cos t provi d c•d t o r l!1c ;>-

11 and 4-w i re e ntr.t n c.:e fa c ility in tlli::.> p r oc.:t•t•ding ve rsu~; 

12 that in the loc al interconnec ti o n state pruc.: ccd tnq, 

13 whi c h is Docket 9~098~ . 

14 WITN ESS STEELE: Wh e re the l a tt e r refers t o 

15 P~qc 8 , correc t ? 

MS . BAHOHE: Yes . 16 

17 \VI T !J ESS ST EELE : And the 1 ormer refe r s t o I'<HJt' 

18 12? 

19 MS . BARONE: Yes, si r. 

WI TNl ·: ~;~; ~; 'J'J-:1 : 1.1-: : The diftcr·enc·•· i!"; di:~•·u :::~<:>d 

2 1 in my pre f ace nttac h c d to my testimo ny wh~.· n• tlw cos t 

;->;> OI)) C'Ct b e ing .tnt ly .·l'd Jrw l ud l'u b o th t he> v o lu mc• - :;Pn ::t t JV •· 

23 and volume-insen s itive cos t. That i s tlw cos t o b j e c t, 

24 i s the basic n etwork function or netwod: c I cment . And 

:") the intorm.1ti o n o n I'.HJ t' B pro vidvs . 1 t , ll >u l. tti o n CJ I C'IT ' : : 

_ j 
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1 volume - sensitive cost only . It docs not includr both 

2 volume- sensi t i ve and volume-insensitive costs . 

3 There is yet a second rea son . In the cost 

4 submittal that' s idcnti I ict.l on J>,HJ C 1 2 whi ch you 

ptuvid•·d m.- , yu11 will nolit..:l! ll 1o~ L Lilt.· 1·u·; t inl u t · mo~ Li un 

6 is the same as what is provided for the 2-wire network 

7 element , as we ll as the 4-wire network element; that is, 

8 all 2-wire loop cost studies, that is the 2-wire a nd 

9 4-wire loop cost s tudies, i n the network element as we J I 

10 as for the entrance facility, we r e set to be identic al, 

11 because the technology and the se rv ice is ide ntical . 

1 2 MS . Bi\RONF: : Si t· , wou ld you pl(',I!H.· t ut·n t o 

13 Page compare -- we ' re going to l ook ~t P~go 12 and 

1 4 Page lJ of the confidenti a l inform.Jtion !.;l tbmittrd . 

15 WITN ESS STEELE : I hnvc thut . 

16 MS . 8/,RONE : i\nd f or the r eco rd, l'.tqc 1 2 i s 

1/ Dll, ,, si t boy, T - 1- /\, wtli d l i s .tlld t..: ll e d tuyuu t· uin.!t.:t 

18 t estimony in this doc ket , 961173 , and Page 13 i s also 

19 attached t o your direct te~timony , OfiT - 3-/\ in this 

20 proceeding. 

21 Would you -- can you e xplain to me -- it 

~2 appears , rdther, th~t the cntr.tncc f acility, the 2- wire 

23 and 4-wire , there are two diffcrc tlL entries . c.~n you 

I I yuu l uu~; ltlldl'f' l ul.'.tl 

25 loops, the costs don 't appea r to bi.! the s.Jmc to me . Can 



1 you explain the ditl c 1·enco? 

2 WITNESS STEELE: Yes . 

t:'ntrilnce faciliti <'s -- (I'.IW>C ) 

I n t tw " n" I y s i s f o r 

Ye-::. , tt1c diffcrencL' is 

4 identified under tab 17 of GTE ' s Cost Study submi tta l, 

'• not only in the pre vi ous MC J and AT&T proceeding, but 

6 also in this Sprint proceeding under -- 1 believe what 

7 y uu're cal ling A- 359 is for a netwo rk access c h annel 

8 connec tion ba s i c l eve l, which is the connection that 

9 takes place b etween the e ntrance facil i ty and the tandem 

10 switch that's located at the se rving wire cente r, o t· the 

12 place between the C'ntr.tncc f • I C j 1 j ty and ttiC.' d j rcr...:t t run~: 

1 J t r-a nsport thnt ~~prinl o r o~ny other p;1r-ty ~1ouJJ pun:ll.I!~L' 

from GTE under tariff . Think of it a s n jumper . That 

1 5 cost d ifference is to run and connect the ent r a n c e 

!h t.H; ility t o tiH' dir· c c t tnmk tr,,m; port o t the t ,1nd<.' m 

1 '/ S W j tch. That is r.ot included in the 2 - and 4-wire costs 

18 b eca u s e that p .:u -ti c ular· clement i :.; in(; Judcd in the 

19 col loca tion items under the cross-conner...: t . It wo uld be 

20 the c ross - c onnect f or -- ilt the D!";-(J o r· v o ice q r..~d c 

21 level . The requirements t h.tt we have were to id••nli t y 

.',' thr· <'olloc .tt i on •·n::t :: tudir•:: ~-;c• p.tr.st ,...ly, • .. :II~>Jr• o rH ' a t 

t !11 nl. l •Y 

24 t-1r. Trimb l e , as til e cxpdnding intvrr...:onnL•<'ll on ~c r-vJ c(• 

:~ ~ ct·oss - connect , or the c r·o:;s -co nn cr...: t . 
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information i s pro viucd under t .ll> <J o t tl.i s same c..:ost 

2 study submittaL . 

3 COMM J SS lONER Kl 1-:S LJ NG : Cctn I ask a qui c k 

4 clarify i ng question? Why are Paqes 1/ and 11 included 

•, in til t? con! itlvntl.l! e xhibit wll c n the lnl o 1·m,1ti on is ill so 

c, attac h ed t o hi s tl ·:;timony 1n I·X.l c..:Lly tlw :: .t mt• r urrn '? r ,. ·' 

it coni idenli<~l or nut con i i<.l c nti .ll ? 

8 MH . GLLLMAIJ: llo , no . l'o.HJ C 

COf111I :;~>IO!lEH KI E:;L JilG : DBT 

1 0 MR . GILLJ-IAN: Page 12 is not confidential. 

11 COM!H SS I ON F.R 1\ T ES 1.1 IIG : II n J 1· MJ <' 1 3 i r; a 1 ::: o 

1 ~ a ttach ed t o h i s tes ti mony . 

13 MR . G ILLMAN: That ' s t r u e . 

1 4 MS . llARO II F. : And t l1i s w.t~j f o r 

15 conven ience. I t w ill n o t b e marked f o r - - as 

16 confide ntial . 

] ., C01•1l•1l SS I O NE I{ IU E~ ; l.lllG : Th.st ' :; .tll I wo~nted tu 

18 know . 

1 9 Ml< . BOYD : Cc..mm i ss i o ner , dre y ou rc l e rr inq to 

20 OBT-1, Pages 1 and 2 tha t ' s a ttached to hi s --

COMM 1 ~;s I O IH:H 1\ I E:: I. I Ill: : tlo , I ' m t " I • 1 1 i 11'1 t • • 

tlw c~ nll ut.:>nti. ll ~·xhlulls th .. lt we re h.tnded ou t. 

23 MR . BOYD : Ye s , m. l ' c~m , but yuu :;, ti d it w .t ~> 

. ' 4 .tl so d t tct c..: h ed t o hi s t estimony. 

COMMI SS J ONER K! ESLJNG : It ' s .ltl.•l: hl'd to h1s 



t es timo ny a s DU'I' Exllt lJ i t 1-/\. 

2 MR. 130 YD: T h .l n~: you . 

MS . 11/\IW in: : It W.t ; jt t:: t i tH')tHic·d. I t ' : ; n o t 

4 ...:on f ttlcnt i al. 

COMHI SS I OilF: H KI ES LlllG : 

M!> . U/\ HOill : : 

. , thi s confidential info r mil t i o n . We> ' re g o ing t o comp ., re 

11 l '.tq < ·: ~ 'J ilnd 1 J. 

9 WlTNESS ST EE J. F: : Yes , I h .IV C! Paqc ~; 'J u i1U I ') . 

10 N~ . n/\HOill : : Ani lh t :: tn l onn t t i u n , l o r tlt t · 

II rc..·c..·u t d , wuultl be..• i ra: l uu ••d 111 :it.t ll ' : ; l :>:lt i u tt fl u . ·l, 

12 wh ich r efl ect s cos t s tudtcs in Doc1.<·t 'J:. WJII'• · t'ou lu you 

l l L'Xp l .lin th C' tli IIC'I ' l ' I1 C.: C in c..·o:: t :. pr ov id• ·d f u r •· r1d <> lll l'l' 

1 4 SWi t c hing provide d in t h i s a rb i t rt~t i on proc.:e<'dl n {j ri nd in 

J (, Wl 'l'I/E!>S !>TEELI.: Ag .ltll , t hi s Wi"IS <~dtl r e ::;~:ed as 

II p .tr' l u l my re" :;p o n :;l" i n t ile..· lo~lv - 1 i l c..· d t.· xltil~ il :; lri L·d i n 

18 t he MC I a nd AT &T a rbitra t ion, t nt! I w i II go I rom 

J') memor·y . T h e mate ria l is , I b e l i~vr, a part o f the 

:>C> r· c con l h e re ~o p r-o plt c.l n re"virw rt, o~ml i:; .,.,. ,,,,,., 

;> I o u l. T h e r e 1.:e r c t wo prtmo~r ·y tli llt •r• ·n·v!,; . 'J' t,r • mo:: t 

:>:! :> iq n i f ic<J nt w.1s tho~l til • · vnl• rmt•- in:: •·n·:i t tV• · ,·.,·: t :. W•· r• · 

.'J l ' Xc.: lucJ0d trom the prcvi o u:; d n.lly~; t :; L t..•c.s u~:v l ll •",' .,.,,., , . 

24 not t o t al e lement lonq run inc n :mo·rtt.tl c..·o:; t . 

;>~ i t my memory :;c r·v c~; me cu r· r· t..·c.:tly , l!H·rv .... . , :; .111 lll'd.t t t..•d 
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:' t ud y o t Ll w , , v, · 1 . "J, · II " I d i lltJ L i me , and that is 

2 i ncorp ora t e d i n GTE ' s cos t s t udy submittal , n o t o n ly in 

J t h e MCI a n d AT&T o"l rbitr.ll ion p r oc;ccding , but also here 

4 for Spri n t . 

MS . 1\J\IW III : : 

6 it a ppea r ed that Llwn• w.~ :: ,, ;>o •, p t_. r·c;en t dr ll l ' r· vr1l'<· in 

7 the COStS b etwee n tilL' t wo :: t udil' :.> , olllU 1.' 1.! WOUl d J ike t o 

8 u ndersta n d why that is . 

9 WI TNESS STEEI.E : Ol< <l y, I' II c: xplilin it t o 

l J you . The pre viou s s tudy o nly c a p ture d wh a t I wo uld c all 

11 a r eal world e s timilte o f GTE ' S m.:~rgin<~l cos ts : th .l t I
. , . .. 

12 whnt it l·o:~ t:' t o p r nv ido• .til otdclit i u n .li mi nute o l u sc . 

IJ Tile cos t studi es t l1at arc r·cqui r ed t o r T ELH J C , wh e r e the 

1 4 cos t objec t i s the cnti r·e n<.' two t· k c l C'mPrlt, mu::t l'·'l>t uc•.· 

I '• b o th the v o lumc-scn:.dlivc .u H.l vol u mc-insr>n::il ivc cos t s . 

16 J\p p r o x imn t e l y ! iVL' minutes .t rJ O o l' so we 

1!.1 we re u sed to conve r t GTE ' s co~; ts prov i ded t r·om the ~;c t~ · 

1 9 and COS T t<10D mode l to pro du<' C' TI·: I.RI C r· t_·::ult :; . And u n L' U I 

.'O t h e .1dju s tme nt s Ll~<tt ' s needed to conve rt a mil r g ina l 

2 1 cost, or a volume-sen s itive cos t, to a TELJU C cos t: i s t o 

22 make s ur e thilt y o u ._·.q >t un' , , I I til<-' co:: t s both t ixcd and 

23 variable, or wha t l c.d I in o ur cos t st udy s uhmi t: t .ll 

24 b o th v olumC'-SC'n S i t i V<' .11HI VOIIIIIII' - i ll :~l' l l::i l iV t' vo:.: t s , i n 

- ~ ·. the unit costs thilt arc d e t e rmin e d by t11 c l.'C..1t:1 p .-1ny . 
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1 Sta ted <.m other w.:~y, we diu n o t im: ludc .1 ny o l th<• 

2 s witc h ing costs in GTE ' : ; ··o:;L :..; t11dy :;uhmitt.tl iu•·r•l i l i•·ol 

) in Mr . T r imbl e ' s tC"stimony labeled as common costs. T o 

4 ma k e su r e t h at we capture t h ose cos ts ! r om a network 

5 clement pcrspec tivr-, wP mu!~ t c.1pt uu• uc,th t hc:a• I IXt.·d 

~ ~nd var iable costs ~nd in~orporate them in the pC'r untt 

7 TEL.R ICs. That is ,, prim.11· y d i I f c r·cncc Ul' twcen P •• qc 9 

8 and Page 1). 

9 In the prcviouG analyses that GTE p e rf ormed in 

10 this s tntc , it t ook i1 very mic:ro!;<.·op ic vie-w at,, 

I l sc r· v j cc . We wc r· c n ' t aucJ r c..•:_;s inq .1 minutv o l u sC? o f a 

12 s witc h in its <)('nC'nc :: to~tt • . lv• • ,.., .,, . d•·.tllrl• J · ... r tll .. 

I J mi 11 u t e o t u sc of<~ ma rgin.Jl cos t or •• unit im.:rcmcnt.tl 

14 cost persp ective without regard t or t he 1 ixcd or 

15 v o lume-insens itive- costs t:lwt GTE incurs rel at ive t o 

16 providing s witching . Wh e n we perfo r med the cost ~tudics 

17 from a T I: I.RIC perspcc t ivf"' , o~q;lin , n ..> t only (' o n::•: ~ l,.nt 

18 with GTE ' s philo::;oph y, b ut that o l the MC I ' s , AT&'I' s and 

19 Sprint's, as well as the fCC r eport, we mu : t cn~ur<' t h .11 

21 the n etwo rk element w i thout r cg.1rd t o s crvi c:(' 

22 class ifica ti o n . 

-~ } MS . BAHO!lE : Oo •:; GTE FJ oriuo~ tt ·~.:ommt.·nd tlli1l 

24 proposal A o r propo::;o~l 11 l w u::• ·d l o r :: • ·tllll'l r · o~t • ·:; l v .· 

·"' unbundled clements? 



502 

1 WITNESS TRIMBLE: GTE presented two separate 

2 proposals so that the CLECs or new ent r ants could ha ve a 

3 choice as to whichever one they would find most 

4 appropriate given their busin~ss objectives . My gUt:!SS 

s is if you were to set rates that yo u bel iev~ if the 

6 Commission were to o rder rates that it believes mos t 

7 r·c llcc t who~t i: ; :~~~·n in tit• · FCC onJ<• r, vllltdt llo~ :. l wt"/1 

8 stayed , that propoc <~l u wou ld p robo~bly mo~;t l ol low th.n 

9 order . 

10 MS . DAROllE : So what ' s the difference between 

11 the rates in proposa l A and propos~J U? 

12 WITNESS 'I'H!MIII.I : : In proposal II we h.l vc t~n 

13 unbundled loop, we have nn unbundled p o 1·t, but when a 

14 person, or an ALEC, or CI.EC, buys the unlJu ndlcd po r· t, it 

1 5 gives them access to s witc hing and f eatu res on a r esale 

16 basis. Proposal B, wh e n they buy the unbundled pott, 

17 there are also spcc.:i fic rdtcs th.lt clre dit t e··en t th.ln 

18 resale for fe atures and switching. 

J') 

20 to purc hase t h rce-wdy calling , the rdte mt~y be -- the 

? 1 retail rate may be 1' II JUSt t.tkc an c~timate -- $3. 

:>2 'Phe resale rate o f tl1,1t may be $ 2 . <JO or $:'.70 . 

23 proposal B, the price woul d prob<lbly be /!... cents . 

• ' ·1 M:; . IIAIWN F: 

25 r ega rding the $300 mill i on loss, or the disc.:ussion wher~ 
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GTE alleges Lh<lt there wo uld be , 1 !i.lOO mi I 11 u 11 l u:;:; in 

2 revenue as a result of the rates approved uy t he 

J Commission. You stated that thi s figure i s b~sed on tl1 e 

4 revenues for all 1.9 million lines provided by GTE ; i s 

5 tha t co rrec t? 

WITNESS TRIMBLE: That i s correc t. 6 

7 MS . BAROtl E : Docs GTE Florida beli~ve that 1t 

8 would l ose all of its c u s t ome rs a ssoc iated with those 

<1 1 . 9 m i I I i o n I in~::; ? 

10 

1 I 

Wl1'Nl:.SS TR IMB LE : tlo . Let me c>:plain the 

compari ::;on a little better . from the standpoin t o f 

12 evaluating the appropriateness o t .1 pri cinq propo:;. ll • • 1 

IJ very valid wa y to d o that i s t o loo k d L whZl t h.q>pl•n !; 11 

Ill you 'r·c t o t.l ll y in a r ·c:;<~I L' u r· " wll o l· ··:o~lc o nly 

15 business . Will the prices you set in that wholesale 

16 o nly busin0ss recover the expenses yo u h a ve? I .1m no t 

17 implying that GTE expects t o lose ,Ill o f its cuc;tomer·s . 

18 I use that comparison to say , loo k what the r ates 

19 s p eci fi c dlly do. The rates thems e lves a r0 not 

20 compensatory in the resale a rena. They d o no t recover 

.'1 th C' co:~ t :~ tll.lt oil ' (' inc ur· r·('d l o r th• ·rn . 

22 If you La~:e the o bJec tive o f ::;Jylnq wh.1t 

~J speci fi c r a t es w1ll be set , it is quite po:.;sibl<.', t l 

.' •I there i s . 1 JO pL• rc~n t disco unt, u r •: u l"' ' t'l' llt tll::cuurll, 

75 o r 50 percent discount, po t enti.lls in t L· r·ms o l lo!.>s o l 



1 r evenues, that the ability o f C l.ECs t o t otally erode the 

2 ma rket could be greatly cnhnnced . You cou ld Jose ~0 

J percent of your m .• d:ct :: tt.tr·c vt · r y , vc•ty ()Ul t'kly . llut 

4 the andlysis J gave was just to say, docs the pr ic ing 

•, proposal make sense? And intuitively, jus t loo king at 

f, the numb e r s , the o~nswe r- mus t b e n o . 

J MS . UAHOIH: : 

8 there may b e potenti."ll l or:~;cs , bu t yo11 ' n· not n ·.llly 

9 sure what those l o~ses mi0ht be; ~re y o u ? 

10 

I I 

I.' 

Wl '!'NESS TRIMBLE: 

MS . BAIW IH: : II .tny :' 

HI Till ;.;: II' l Nl ll 1. : I 1 the cos t ~· t ru c tu res 

ll there have bee n estimates m<~de o ver t ime o f I i k cly 

! 4 cr·os i o n. No ne o I l h u:.oc e:; t 1 m.t tc:; we r e I.J.J setl o n r e ;;tl e 

15 reduc tions, or should I sa y wholesa le r<~te s , as 

16 s ignifi cantly different th.tn wh."'t ~.o.•e h.HJ cnv i sionc>d . It 

17 is quite l ikcly that thc·re w i I I b e :;iqni t ic .. n t c>ro:;ton , 

18 espec.:itllly it the cos t cho~ro~ ctv ri :> t t<":; y ou ho~vt · ju:: t 

l <l given t o the new cnt ro1 n l :; .art· :;t<Jilllt ~·o~ntl ·1· lu~.o."L·r· ~!totn 

20 the cost charac teri s ti cs y ou you r· :;l: ll l .JCL· . l t wout d l w 

21 very l1i1rd t o r us t o compelt• w i th :.:omL"buJy ~o.• ho:;L• cos t s o l 

22 doing se rvi c e, or 0 1 doing b u s inc:;s , <~re s ign i I i c~1 ntl y 

lower than ou r s . ll.l :~H· •···nnnmt···: 1·•11·: ,, . . I h II li t•· 

: ·1 , ·,•m t '"' 'Y w1 l l 1 lit•· , .,..,..,.:. l ··u:.t :: tru~·tutl ' u:;u.JIIy win s . We 

.?'J do not have the co~;t s truc ture , .t s ::;ho~.o.·n I.Jy ou r exhtll t t :; 



:' o n t o the neW Cllt I o l llt ~; . We Will l u::•·. IIIH.l I l .._.I I I I ,. 

i '\ II 0 11r SI" !' V i t'f'::. \.J, • w 1 11 :; t i 1 1 IH.! I ' ' o v iu i IHJ t hem . 

.. MS . BIIIWIIE : ~;o the 100 m1l l1 on I iqurc th.lt 

5 y o u've state d as wlhlt y o u thin k will bt• l o :~ t. b.J s cd o n 

6 the CommiSSion ' s o1pp r·ov<•d r..t te!> run by ttH' 11t'lWOI' k 

7 el ements , you 're re~d ly no t ex.l t: lly !;u r·c o l th.:1t 1 iqure; 

fl are y o u ? 

Wl T N ESS TIU MOI. t-: : tl o . 

l O JOO million ilnd !:.'\)', .1 ~:: 11 10 111'1 t ho • <"n.amr:.:.ion ' :: r·. Jt, •:, 

I I .11 11 1 I lr~·y d n :> i 11 <• I I c t: L o r w iI I IJe in t· l I C't: t .1nu p c•op I e 

12 do buy those J ( ' t 1 !:i !:: .J )' l h ol t 1' 1'!; \1 I I ! ! I 11 ol •l () J H' I t • l' f)t 

llnu i t m.1~· I H.: -- .1nu IL· I ' ::; ,1:;::urn•• t ho~t ) J market s hare. 

1 4 the mark et Sh <l r e is ju :.; t O l <ill oiVL' I<i<j> .. L'll!! l Omt •!. 

l 'J don 't l ose t h e h i<Jll v o llrm•· t'lr:: I <Jnl• · r : , "'' " Jl l :;t l o:..;e 

I I• .J VCr.J gc c ustomer s . The t o t.1 I I o::c t hc•n wo u I d be t.l1t• 

!7 100 mil l i o n time:; . ·1 or 1:•11 mi lli u n. I t ' ,: 1 • •. 1 I I y 

.II d• •J>t'lll !vnt o n t h e mo~rket s h .1rc th.lt r l.!:;ul t s ou t o f tho~t . 

J C) MS . 13AJW NE : So i t ' s n o t r t'.l I I y b .1 ><'d o n t lu• 

:>0 rat0; it ' s ba:;cd o n the mo~r k<.' t s h .I !'L•.' 

:' 1 W ITilESS TR lt-l BLE: 

;>:> riC' t•·r·mined pn• t ty 11Hwll l•y til· · •· · 1.11• • l l'.IJ IJ • " ' til • · 1.1l•"• 

:I t 11. 11 yuu po~: ::; 011 l u ..:u:: t o:~•· r :: . 

MS . BII RO tl F. : ~:o i s It y o ur l• •:: tr m<lll)' tl1. 11 til· · 

l o r H ! • d o t::; n o t 



~ (J I , 

1 o:;;c r e venues cvPn Lh our;h i l s mo1 rlu·t s h iH "C is reduced I •"/ 

2 c..:ompeti tion? 

J W ITI~t-.:: ;~; THI1-1BI.E: ll o . Evr·n the pri c..:inq 

4 proposa l s we hllve m.1de , eilh r proposa l 1\ or propo!;.ll 11, 

S ~re not make-who l e propos~ l s . think tl1.1t ' ::; quite W('ll 

6 d ocumented in my d i rect t es L1 mony . The only w.1y GTE !".Ill 

7 be made whol e w1th the rate!> 1t p1opo:.;•·:: , o~nu I bt•li ... , •. 

11 it m11:; t bt• o~cldt• • : .!: • ·d, 1 :. l iiJ(>11tJII .111 •·a1tl u:: t·r ::urch.II "!J• 

9 The end user :~url'llo~J" IJ'' i:: t il •· rn•·•·ho~ni::m tl a.at d •~t·:: tt ... 

1 0 mi t 1q.1t 1J n o l .111)' t .I I:JIIJ· p u t• · tltl.sl : .. 

1 1 

1 2 

1 l 

14 

MS . ll/\1<0 11 1: : l\r<1 you .,n .allo r ncy ? 

WI 'I'N E!::; TI<IMilll: : 

laypc r:::on :~ p . •.lkinq . 

llo. This 1:;, uq<~in , c) 

MS . 11/\HOIII : : Do y o u think it ' s the 

15 Comm i ssion' s r c:.pon:;i bi lrty to mo~k c G'JI : Flor· ido~ who !(· ? 

16 WI 'l' tl f::;:; TH I Mill.!: : t h i n Y. i t 1 :; l11 e 

17 Commission ' s rc:~ponsibi l1 ty t o ,,:.;su• c tl o~ t thL' r.1tr· :> 

18 that i t recommend!> .1nd : · · ·t~; .snd put:; 111 pl.ll"l d o nut 

l ' J .arbit r· ,, ,· il~· di::, · r· imin.at •· ·" J.tln :. t tit•· '"''J•.tny 1 1111 a· . 

. •u u tlering tho::c 1 .1tc!> . 

21 us l 've h eard t otl.1y, Sprint :.; o~y :: 1 t d o •·:: not \o.'o~rl.!. t o I,. 

~ :) dtsc.:rtminatPd f\(j.ttns t. in tC'r·ms o l dt t I• re. •n t r.tte5, but 

:! J ui scr iminati on , to me , nlso :.;..Jy~; til e :.;l· llcr t.:.Jnno t be 

.. M:> . I IAJWIII: : Jlul, do )Ull lllln~. 1t' s the 
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1 Commission ' s r espon s ibi 1 i ty t o m.a}:e CTI·: Florid<.~ wh o le ? 

2 WITNESS 'l'RIM LI L E : 1 tJel iev~..· it ' ::> t l w 

J Commission' :.; rcspun:; ibi 1i ly t o .tLiurc:;:: the hi:~tu r· l<.: 

4 att ributes of the rdtC m.tking pr·oces:;c:: in who~tt· v .. r 

5 agreements and incumbe nt burdens th~t it hHs 

6 participated in with the ILECs ove r time> . 

7 MS. B AROHE : You wo uld agree th<~t we <~re now 

!l emiJ,II· kiny in" competitive e nvironment , co rre~.:t? 

9 

10 

WI TNESS THII".BJ.E : Ye s , I wo uld . 

MS . BARONE : And we ' re no l o nge r under rate 

11 base r egulation ; ilr0 we? 

1 ;> WI Til I :;.;, T ill 1-1111.1 : : Th.st I :~ o'<H r •·•· t'. 

l J MS . BAJ.WIJ E : So , yes o r no , du you bvl i vvc 

J .; it ' s the Commission ' s r • spons ibili y to m.s }:e GTE Fl onu.r 

15 whol e? 

16 WITNESS TR! t1ni.E : I beli eve the Commission 

17 mus t address the hist o r ic <~ttributcs --

18 COMMI SSIOIJER K I E~;J.) I JG : Ex c u :;c me , wuu ld y o u 

19 please answer yes o r no? 

20 

2 1 

2J 

Wl'I'N I::SS 'I 'IUHBLE : will sa y y0s t h en . 

MS . IJARONE : Ho w do you d e tinc> m;rkinq" 

cump.rny who I c :' 

WI TNESS T H ll11JLE : J b el icvc, o~:_; uescrihl'J by 

:'·1 J) r· . S iblC'y , m.ll·dn<J tl11 • ''"'"I'·" 'Y Wlt ll l •· 1 · 1111 l m .• ~. llllf !lit · 

~~ comp a ny wh o l e in t e rms o t rev e nues . I t IS m.1 k1 11cJ 1t 
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whole i n te rm~ o f t:ontributions t o ~uvpo rt histo ri c 

7 i n vo~ tmr• nt s . 

3 MS . BARONE : Yo u beli e v e it's the Comm i ss i o n ' , 

4 r espons ibility to b e s ure t h~t GTE Florid~ ' s co~ t s ~rc 

5 covered? 

6 WITNESS TRiMBLE: GTE Fl o r ido~' s hi s t o ri c ~: o::; t ~; 

7 s hou ld be covered , 1 b e li e v e , yes . Going- l orw~rd cos t s 

8 s hou ld be rec ove red through pricing b~scd on TELRIC plu s 

9 reasonable levels o f f o rwa r d-looking common cos t s . 

10 MS . BARON E : So you ' re saying th n t the cos t s 

11 s h o uld be base d on embe dded cos t s? 

12 WITNESS TRI MBLE : No . From a pricing 

13 stand p o int, a nd we s hould s p l it t h e pric ing into- - the 

1 4 p~oposed rates f or unbundled c leme nt s ~hou l d be TEIJIIC, 

1 ~ plu s a reasonable l evel o :t l orward- l oo ~: i nr; cos ts. The 

16 rema i nder should be addressed throuc;h th0 t>ml ust·r· 

1."1 s u rcharge . No w, 1 shou ld a l so poi n t out tho~t wh e /'1 you 

18 look at the e nd u s er s urc h arge , much o f tllu t elemen t , 

10 e v e n the $ 300 mill ion , pote ntially , i s mitigated by r~te 

20 rebalancing and universa l se rvic e . They ' r e all tied 

? I t orJI"'t h c r· . 

22 MS . BARONE: Yo u stated that the Comm iss i on 

23 s hould look at hi s t o ri c al cos t s . Are n ' t hi stori ca l 

2 4 costs emb e dded cos t s? 

25 WITN ESS TRI MBI£ : 



forward- l ook i ng costs , a nd hi s t ori c cos l s a r e d e l in itely 

2 embe dded , yes . 

MS . HI\ RONE: nut di dn' t y o u tt•:;t i l y t ll .tt t hr· 

4 Commission s ho u ld look at TEL!UC , wh ich h; .1 

5 fo rwa rd- looking cos t methodo logy? 

6 WI TNESS TRI MBLE: l n t erms of se tting - - yes , 

7 in t erms of setti ng t he r a t es for un bundl e d netwo rk 

8 elements . The e nd us e r su r c ha r ge i s no t a r ate fo r a n 

9 unbu nd l ed ne two r k c l e men t . 

10 MS . 81\RONE: So if the Commission se t s rates 

11 t ha t cove r GTE Fl o r ida ' s cos t s , the n they ha ve met t heir 

1 2 r espons ibi l ity? 

l J l., R , McCOnMI Cl< : Comm i ss i one r , wo u l tl obj c·c t 

1 4 t o the f orm o f tha t questi o n . l th ink it ca ll s f o r .:t 

1 '• l <'<Jil l conc l usion. 

1 (, MS . 81\HONI:: : In your opinion . I ' m not a ~kinq 

17 f o r a legal concl usion . 

18 WITNESS TRJ MBLE: l ha ve a ha rd time saying 

19 e xactly what -- a nd f r om my s tandpoint, the Commi ssion 

20 h c1 s i1 very , ve r y h,1 rd joiJ in term~-; o f b.lla rH.: inCJ l h•· 

2 l need s o t t he ne w e nt ra nts , t he consume r s o t Plor idL~ , and 

22 <Jlso the h istor i c r e q uircmc>nts tho~t ho~vP f'l'!; ll ltt' d t r·om 

:•1 J.M s t r·egui .Jt i o n. To me i t ' s c~ n c x t z· e rnt• l y toU<Jh juiJ . 

2 4 MS . 131\RONE: 1-lhat i s i nc lud <Jt.l in TEI.H !C? 

~oJITNt-:SS TRT M!3LE : The bc:..; t dt.l i:~i ti on o l 
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1 Tf.I~RIC are to l ook at the total <.:o::: ts o f ,, <.:omp.tny with 

2 the el cment and then the tota 1 cos t s o f the comp.Hty 

J withou t the cl ement , .Jnd the d i tt cn•nce lHJtwc£.>n the t·wo 

4 of those i s the t o t.ll TELH !C . 

MS . DARON~ : Uoes TELRJ C inc lude a p ro t it ? 

WI TNESS THI MLILE: TEJ.IU C inc ludes a r e turn on 

7 nnd r e turn o f cap it al , y es . 

8 MS . BAIWIIE: Wh<~t wo u ld y ou con s ider ,, 

9 rQasona blc levf! l o l contribution? 

10 \.JT Tf~ ESS THI I-11 \11' : A no~ ·:ono~bl< • )PVt'l 0 1 

11 contributi o n depends on m.tny t hinq:; . l t d ! ' Jl l' l \d:; ti l\ ttl! · 

1? leve l o f common <.:o:; l s y o u h.svc , o~ : . W1.•l I .t:: the 

1 3 competitiveness of the marke t . De:rn<Jnd c h.trtJctcri st i cs 

14 s h ould play a r ole in all p r icing. 

I •, MS . LIA IW III.: Th.tn ~: y o u. !'hut ' :.; .ill I h.tVt..' . 

16 I ' m sorry, I have two more . 

17 Would y o u p lease refe r to Page - - Mr . Tri mb l e, 

18 r efe r to Page :1 8 , Li1.es 1 0 thro u q h 20 of y o ur di r e c t 

19 tes timony . 

?. 0 

21 

23 

C0Mt.U SS I OIII·: H GAHC !A : :; o r 1 y , wl .. tL IJ•HJI:? 

MS . IJAHOIIJ; : P.lCJ I.' 18 , 1.1 111'!~ 10 lh!'OII<Jh .'II . 

WI T NE!i!i T l<l H!IJ.t : : 

MS . BAROIIE : Si r, ca n y ou <.:itc to anywhere in 

2 4 the Ac t o r the FCC o rd e r th.tt s ay:; thott cos t s t o the 

25 ALEC s h o uld b e the ~;. tme whe the r th l'Y buy t1 :;erv i cc ilt 
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wh olesa l e o r comb i ne unb undled c lements t o r ecrea t e the 

2 same se rv i c e? 

WI TN ES S T H I NBLE : No , I <.: .t n n o t. Bu t 1 wo u l d 

•i a lso like t o s tilt <' t l l.t t I d o no t ,.,. .. Ill l Pl<·•·ommun~t·o~t 1o 11:. 

•, t o be t he I irs t indu:: try i n t l a• wu 1 Ill t1 1o~ t l!. t !> t 1. o ::• · t ·. 

t. o f wholesa Le r a t c:; I o r cxa<.: t I y t h e :.;. 1mc Lh 1 mJ til., t " r·l· 

7 d r amati c a ll y dif f e rent . 

II t'I S . U/\IW IJI: : Wo ul u Y()U oiCJ ! ' 0 e , :;ub; e c t t o 

9 c h ec k , t h at t h e F CC ' s o r de r o~t SN .: l i n n ' J! . J l ':l ( c ) , :.:; t.1tr•s 

10 that AI.ECS <.: tH1 t'OmlJinc UllUIIIId l r •d r • l o •mP il t ~; 111 ot lly moiiiiWI' 

11 t hey so d e si r e ? 

1.' WI TUI·::;~; '1'1< I Nl\1 .1' : I' • ' 

MS . BA H0 !/1·: : T h •• n Y. y o u. 1 J 

1 11 COI'Il-11 ~; t; I O!J EH !\ 11::; 1. 1 /lC : 

I~ you q oJ n g t o h il vc ? 

oli l . tl. .t II ' t> l l h. lt. 

Tl lo~ t ' :; .til I I!.J VI· . 

II .,.,.,. nu<.:h r t·lli l'l'L' l ·•I' •· 

I(, 

1 I 

l-11<. Mc..:COHM 1 CK : thtnk ,tiJou t 1 iv<.• m i nul (·:: . 

18 pleasure? Do we Wdnt t o t d k C ~ I 1v~-ninutr brea k o r d o 

19 we wilnt t o fi n i s h ? 

20 

2] 

Mf'L Mc COI<I'Il CK : 

COMMl SS I O!JER Kl ES L l llG : You St17' t a ke a b r·c,d:? 

I : ;, , y I ' • l I :; I i 11 I •• h . T h .t l \olon ' l <J .V<' )'• •II . t· : mt . <'h l l ln• · to 

:• J make u p mor e q uc:..;t ion·: . 

1'11L Md'OIH-1 1 Cl' : I t o,.•"n ' t I . . 1 ·: · · :"ll llttt • ·· : Ill•· 

2~ the Stdll ' s I ivc m1nutcs . 



MJ{ . 130YD : Comm i ssione r· K1csl Jnq , m.1y 1 .l SI< 

:• your indulqcnt:c , in the intcrc:>:; t o t f ,Jirncs:; , could 

J ask three ques ti o ns o l Mr. Trimble to t o! l ow 1..p u n the 

4 $ 300 mil li o n figure t hat w~s j~s t d1 scussed? 

'· COMM I s~; I O tl En I< I ES 1.1 tU: : llo. .1\nd t h<' r c> .t ~on 1 ~; 

6 tha t that he gave In his summ.try, you h ad d t.:h.lnt.:c t o 

7 c r oss it, y ou didn't o~ :; ~: .tny qu<..' :; 1 o n:~ o n , :; o Y <J U ' ~- , . 

8 not f ol l owing up S tall. You Jll:;t l.tll•· l t u d u I t u n 

Redirect? 9 y o ur c r oss . 

10 RED1 RECT EX/1M I !l ilT I Oil 

11 MR . McCO RMI CK : Mr. Trimble, c o uld 

I. . llllhlllld l• ·d l l~' l W () l ).: •·l •·m<'n t :. ' " cl I l I I • I • • Ill <" I.I.C:: 

I J d if f c r ent and n ot be di scrimano~t o ry ? 

I •I WITN F:SS TR I MI II.E : Y Pf; , thc y could. 

l !) MH. Mt.:COHMJ CK : Why I :. Lllo~l ' 

priccs 

bP 

16 WI T NESS TRI MBLE : b<.·l j CVt• • .. :IH: n you p ut 

f or 

I I l UCJC LIH•I .. Ji l it.: j IH J p 1 upu :;o~ I , t ll.t t '/ ''' ' r..ll :. t J tHJYo .tl t II• • 

18 entire pricing propo::: <t I I t II • I l' 1 I • • d I I I • · n .: n t.: I •:; I ll 

J IJ t ('> r ms , 1 ( thf'Ft: c1FC <Jj f f l • l't • ll • • '; Ill t'nllll t IIIII! ; , j I t ho•l t • 

?.0 are differences in any sort o f w.1nt:; o111< l d•·:;i n :: :; , p•· •n : . 

/1 could vary b etween the elements a n d s .tti s ty the 

lvqui r · ~·m•nt:> o l t lH' :..;p( ·L·i t it.: l'nlity t ll .at 11.1:: ::IIJ ill'd tiH• 

.•1 contrac t . The re' s m< re t o - - thcrc ' s mo re thJn jus t 

JH ' icc t o " contr.H.: t. llut pr1 c C' i:..: u:..;cd t o n .> f le ·t tlH• 

7. '> v a lues o f those contrat: t s . 
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MR. McCORMI CK : tl o w y o u :;,tid ol mom(•J'l <ICJO th.lt 

.' y o u didn't want the tel ccomrnuni <.:<~ ti ons Industry to b e 

J the first o ne in the wor ld to hdvC t wos ·t s o t wh o l e sil lc 

rdtes for the Silmc thing. Wh~t did y ou mean by that? 

'• W I T ill :!;:; ' I HI H ill 1: : m• ·· llll w.t•: 1 I yo11 t "~· ' ' 

6 unbundled network el ements , os we jus t di scu~~cd o n 

7 term:.. o f combi nir ll) unhundl ,•cJ net...,•o r· ~: l•lt· rn•·nt:: , tht• 

8 order, also b c lteve , ::;.1 ~•:; .ai1)' 1Jod y m ry conblll«' c>lcmcnt :: 

10 they so desire . You must I uo~. cJt till' :;p<·•· 1 I 11· pr 1 <.: v 

11 l e vel s f o r the unbundled n<·twnrk C I C'm<•nts olllU .tlso f or 

1) dbso lutc a rbitrage level . For c x . t mplv, i n my simpla 

II\ analysis i n my openinq where I s aid it y ou put <l ll thP:;f' 

1 5 together, it implie:> a J2 p c r·ccnt r c•du <.: t i o n, tllo1L J2 

16 perc ent r educ t ion compares t o the 13 pcro...:ent r •tlu<.:tion 

I J j II t lh • rv ::,l} t • 1 ' 11V II (Jfllll<' lll. llrtll t llo~ t ,· , q •. d • rl i t y , t il • t• 

18 will be n o r esale in th is :;t.rt .. . 

I'J the unbu ndl e d network clement~; o1 1ld Cjl'l th~· ll JIO ' f L'VIl t 

/.0 reducti o n. 

. ) 1 MR. McCOIU-1 J CK: Wh.1t wo uld llro~t do t o l he 

.':> t e I ccommun i c ati ons in f r .1s t ru c· t u n•? 

·' j WITNESS TIUI'IBLE: I ' m cc rt.~ rn, .t :.; Dr. ! i 1bl e y 

.'•1 ::.IJU C<lrl ier thi s morniii<J, lh.1t lho • .d 11 it y 1 11 .!ltr .u· t 

2!:i capital and continue t o build the tnlr.r :;tru<.: ture wou l d 



'!1 4 

1 be very limited o n GTE ' :.; p,lrt . 

MH. McCORMI CK : Thank you . Mr. !'>tcclc , a 

J c oupl e of questi o ns . Are you <~W e.~ rc t11.1t ~; p1 111l ' s 

4 Sprint ' s posi t i on that it advoc a t es a 1 ixcd unit orm 

~ markup o f 1 5 pe r c ent ? 

o l 

G WITNES S STEELE : Yes, I am . That ' s the markup 

8 f-IR . McC"OfH·l I CK: How uoes th<l t I ~ pcn.:r.-nt 

9 mc:~r kup f r om commo n cos t s dit fer from til e common cost: 

10 pr oposals made by GTE ? 

1 1 WITNESS STEE L!:: : We i 1, the r e arc two 

1.! di t l c n:• ncc~; wh i( ·h .tr. (' o ut! inPd in Mr. 'l' t· imlllc• ' s 

lJ tes timony, Page 2 of 2 . The t i rst d if f e r e nce is t hat we 

1-1 inc luucd mo re tll a n ius t co rpo r.1t c ope r .1ti o ns e xpe ns e in 

1 5 our common cos t catego ry . Our corporate opc rc.~Li on :.> 

16 expense are 1 ~ percent o f r evenues , whi c h i s we ll withi n 

1 7 the bounds that arc advoca t ed by Sprint , .1nd that would 

18 be 1 4 percent of di r ec t costs . And the ir propos.11 i s to 

20 

:~1 in our common cos t cd l c u l .lti o n, ,1:;.; idt •nti t icd o n I' .JtJC ;> 

22 o t 2 o l Mr. Tri mb l e ' :; l:: xhiuJt 

23 testimony, the speci fic costs identif ied a nd associated 

2~ a nd plant non-speci f i c ope r at i o ns . !l o W, these cl re j l C'r.lS 
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tha t GTE truly b eli eves are part of the common costs , 

2 but Spri nt advocates th.1 t they should be po~rt o r th e> 

J TELRIC, a nd it is o n l y the co t·po r..1te op~· t-,lt ion!:> C> xpem;c 

4 wh ich s ho uld be addressed in the common costs a n J 

·, U w n :> l orc milrkup dl'tcr·mi rhlt l o n. 

G MR . McCORMIC K: If GT~ were to adopt Sp r int ' s 

7 uni f o rm ma rkup proposa l, h o w woul d that imp~ct GTE ' s 

8 TELRICs? 

9 WITNESS STEELE : Well , r would have to go to 

JO tab 4 wh ich provides GTI:: ' s Ti::LHI C o f --

1 1 MR . McCORMI CK : Why don 't you take one 

13 WITNESS STEELE : Okay , c.:.:~n do t.hd t. lt ' :..; 

111 $21 . 26 , a nd I g u ess I c.1n S<ty thnt bl·c .tu~;p i t ' :; .d:.;o 111 

1', Hr. Trimble ' s non-proprietary att.lch nwnt . I would tt.~·n 

1 6 ha v e t o go to Mr. Trimble ' s Paqc 2 o f ? . l t ' s th e 

17 e xhibit that h as label ed at the top , " vlhat ' s i n GTE 

18 Fl o r ida ' s Common Cos t s? " And so to be consistent with 

19 Sprint' s , as we l l as , by the wny , MC I and AT&T ' s 

20 advocacy , wh ich is t o i ncl uJc the general s upport cv~ts , 

2 1 n etwork specific ope r ations a nd plant nonspeci fic 

•' op(· rdtions dit·cL·tly in til e T l: l.ln C :..;tutlil·~; . I "''utlld lt.1v•· 

?3 to take t hose as a func tion of GTF: ' s di r ect co:;t, and 

:.!4 wllcn 1 do that, t11at ' s appro>:im.1tely .! / pL'n·vn t . 

25 take the $ 23 . 26 times 1 . 27 . Thd t wo u J cJ IJI.: r..: I osc 



r, ) f , 

1 e nough. And then at that point 1 would mark thnt up by 

2 a number not to exceed the 1 '-> percent Lldvot.:o~teu l>y 

J Spri nt. And s ince our nu mbe r i s 14 percent , I' 11 just 

4 us c that. That would result i n a price, .:~gain , based on 

5 Sprint's advocated fix ed alloc~tor o f $J J .68. 

6 MR . McCORMICK : How does that compare to t he 

7 price ,1dvoca ted by GTE? 

8 

<J 

WITNESS STEELE : It ' s within 50 o r 60 cents . 

MR . McCOHMJ CK : Th,ln ~: you , Mr· . Steele. 

10 Noth ing f urthe r, Commissioner . 

1 ] 

12 

COMMI SSIONI::H KIESLlllG: A ll right , e xhi bits . 

MR . McCORMICK : We would move into e vidence 

13 S t ee le Exhibit 12, whi c h i s a composite i ncl uding six 

14 cost binders, and Trimble Exhibit l J , ,ll::;o oJ compo:.; ilL· 

15 e xh i bit. 

1 6 COMMI SS I OIJ ER KTESLlllG: Exhibit 12 and 13 a r e 

17 admi tted without objection. And the late-fil ed -- well, 

18 we can' t do until we h~ ve it. 

19 (Exhibi t Nos . 12 and lJ received into 

20 evidence .) 

?. 1 

22 excused? 

/3 

2 4 

COMMI SS J ONEH KIES LING: An: till' :;(.' wilnc:::-;c:; 

Mn . McCORHI CK: Ye s , ma ' am . 

COMJ-H SSIO!lEH KIES LING: Okay. L e t me j ..Js t o~: ; ~· 

2 5 you , it ' s 4: JO . a nd 1 don't know how I o ny poop I e 
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1 anticipate Ms . Menard ' s tes t imo ny taking . Should we 

2 s ave her for tomorrow afte r we ha ve Mr . Wellemeye r and 

J Mr . Drew, or s hould we take a break and come back and 

4 finish Ms . Me nard ? 

MR . GILLMAN : We c~ n no whatever the 

6 Commission wo u ld like . I will s ay th~ t I don ' t think it 

7 we pu t Ms . Me nard o t t unti l t om0 rrow, don ' t Lhinl': --

8 we ' re probably goi n(j to be don~ by in the morn i nq w i tt1 

') "1 1 tll r c ,c w i tnesse::.; . :;o J think..., . ._, h.a v" pl c·nty o l Lin1l· 

10 t hat we woul d not have to pus h (orward ahead t onight . 

I I COMM I ::~; I O II EH 1\ll:::t.J Nf: : All riqh t . 

12 COMMISSIONER GARCI A: So you're saying we ' l 1 

l J finish before noon tomorrow? 

1 4 COMMISS I ONER Kl ~SL ING : EVL' Il wi th ~J ll three 

1 5 witnesses? 

I,, <"OI1M I:: :: I O fll 11 C /IIW I 1\: 

1 7 Ms . Menard today? 

18 MR . GIL LMAN : It ' s somcwh.st o ut o t our 

19 cont r ol, but I woul d be surpri sed i t it goc:; l onqcr t h .1n 

20 that . Al so , as l unders t a nd, th.Jt we m<Jy ho~ vc rc<~ c.:h cd 

~ ~ kind o t a nati ona l s c t.tl cmcnt o n LhL· o~;~; , . 11H.l it 

/.2 Mr . Drew is expec t e d to go -- wil.l no t t <Jkc ve ry long . 

MR. 130 YD : Yes , Commi ss ioner . We ' ll finish in 

24 the morning by noo n . 

MS . 11/\ROII E : 1 f I rna y .:1dd . If yo u do11 ' t 



settle , the n we have quite a ! cw questions t o r 

/ Mr . Drew . 

1 MIL BOYD : 

4 l>c•(•n rc-s o I vcd. We 'n.' g o ing t o nm l inn th .lt tlli ~; 

!.> evening. 

'>1 P. 

MU . C I J.LMAN : SuppO!H.•d I y Mr. Dn .. •w i:; iJI IIHJ llllj 

7 sort o f the terms o f t he set tl ement with him t o night. 

8 COMMJ SS lONEP KJES I. J!IG : In that c ane wr ' I I q o 

9 aheild a n d adjourn the pro<.:c·cu ing :..; t or t o t.l.ty •• nd c·umv 

10 ll .1c ~: t omorro w mo rning, llt'qin •.n: 11 f·lr. ~o;,. JJ I· r:Jt·)'•• r I llt •n 

11 11r. ure:w, .ant.! 1 in1sl. up wt tll Ms . 11vn.11u. 

12 

I J 

14 9 : )0? 

I'• 

I '• 

MR . BOYD: And we' 11 st.trt at wh ilt ti rr <·? 

COMMISS lONER K I ES L1 NG : Why d o n ' t we s l.IIL tJt 

MIL 130VD: The u:;u,ll ti mc· it, r· icJ hl ? 

COHM lS!.> l OUEH KJ E!>J.J IIG : 'l'h '-' u :;u.11 t i mv, yc:s . 

MR. BOYD : T h ank you. ] 7 

18 (Thereupon , the hc<lrin<J o~d jou r n ••d .1t .; : l/ 

19 p . m., to reconvene a t 9 : 30a .m., Fritloy , De<.:r•ml..Jp r· 1. , 

?.0 1')96 ilt the nurne l oc.tti o n . ) 

.'I 

.' I 
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