
Tracy Hatch Suite 700 
Senior Attorney 
Law and Government Affairs . _  Tallahassee, FL 32301 

101 N. Monroe Street 

Southern Region 850-425-6360 

July 3,2003 

BY OVERNIGHT MAIL 
Ms. Blanca Bayb, Director 
The Commission Clerk and Administrative Services 
Room 110, Easley Building 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 

, , -. 
--.- 

Re: Docket Nos. 98 1834-TP and 99032 1 -TP 
AT&T's Claim for Confidential Treatment 
AT&T's Response to Sprint's 1 st Set of Interrogatories 

Dear Ms. Bay& 

AT&T Communications of the Southern States, LLC pursuant to Section 364.1 83( I), Florida 
Statutes, hereby claims that certain information provided in AT&T's Response to Sprint's 1 st Set of 
Interrogatories contains confidential and proprietary business information fiom Sprint that should be 
held exempt from public disclosure. The proprietary version of the interrogatories being served on 
the Staff of the Florida Public Service Commission is being filed pursuant to Rule 25-22.006(5), 
Florida Administrative Code. In accordance with RuIe 25-22.006(5), in the attached envelope is one 
proprietary copy of AT&T's Response to Sprint's 1 st Set of 2"d Request for Productioj.1 of Documents 
with the confidential information highlighted. Also included are two redacted copies. A redacted 
copy has been served on the Staff. 

Please acknowledge receipt of this letter by stamping the extra copy of this letter "filed" and 
returning the same to Lisa Riley in the enclosed stamped envelope. 

Thank you for your assistance with this filing. 

- . -  

S incerel y yours, 

Tracy W. Hatch 1 



W . 
Enclosure 
cc: Parties of Record 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO. 981 834-TP 

DOCKET NO. 990321-TP 

July2,2003 

In re: Petition of Competitive Carriers for 
Commission action to support local competition 
in BellSouth Telecommunications, I n c h  service 
territory. 

In re: Petition of ACI Corp. d/b/a Accelerated 
Connections, Inc. for generic investigation to 
ensure that BellSouth Telecommunications, Inc., 
Sprint-Florida, Incorporated, and GTE Florida 
Incorporated comply with obligation to provide 
alternative local exchange carriers with flexible, 
timely, and cost-efficient physical collocation. 

AT&T RESPONSES TO SPRINT'S FIRST SET OF 
INTERROGATORIES (Nos. 1-31 

AT&T Communications of the Southern States, LLC ("AT&T") pursuant to Rule 

1.340, Florida Rules of Civil Procedure and Order No. PSC-02-15 13-PCO-TP, issued in 

this docket on November 4, 2002, hereby files its response to Sprint's First Set of 

Interrogatories. 



REQUEST: Sprint FL First Set of Interrogatories 

DATED: May 22,2003 

Interrogatory 1 (a): Please respond to the following questions regarding the “Sprint 
Restatement,” Exhibit SET-8, attached to Mr, Turner’s Rebuttal 
Testimony. 

a. Line H.1.71 and Line H.2.30 show different charges for 
DC Power for physical and virtual collocation. Why is 
there a different charge for DC power for virtual 
collocation than the DC power charge for physical 
collocation, when it appears that Bellsouth applies the 
same charge to both? 

Response: Prior to answering the question, an explanation of the source for 
element €3.1.71 is necessary. Elements H.1.71 and H12.30 are 
both for DC power per Used ampere. H.2.30 is an element that 
was added by Mr. Turner in the restatements of the BellSouth, 
Sprint, and Verizon models to provide for DC power for virtual 
collocation on a Used ampere basis consistent with also having 
DC power expressed in this manner €or physical collocation. 
BellSouth did not have a DC power per Used amp element for 
virtual collocation in its original filing. Elements H.1.8 and 
H.2.4 are for DC power per fused amp for physical and virtual 
collocation respectively. These elements regarding DC power 
per &sed amp do have the same charge for virtual and physical 
collocation. The Sprint Restatement presented as Exhibit SET-8 
has virtually identical charges for these two elements. 

The difference in elements H.1.71 and H.2.30 for DC power per 
Used amp was unintended. A portion of the cost for element 
H.2.30 was inadvertently lefi out of the input file (FlvircoLxls) 
used in the restatement. Specifically, the Monthly Cost Power 
Usage portion of the cost was not added. This error has been 
corrected in the revised Exhibit SET-8 and Flvircol.xls input file 
that are attached. 
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REQUEST: 

DATED: May 22,2003 

Sprint FL First Set of Interrogatories 

Interrogatory 1 (b): Please respond to the following questions regarding the “Sprint 
Restatement,” Exhibit SET-8, attached to Mr. Turner’s Rebuttal 
Testimony. 

b. What common cost factor did you use in your calculation 
of Sprint’s rates? 

Response: Mr. Turner’s Rebuttal Testimony explains that Mr. Turner 
intended to use the Sprint-specific common cost factor of 
3.1368. However, upon further review, it was found that the 
Sprint proposed rates in Exhibit SET-8 inadvertently used a 
common cost factor of 1.0660. The correct common cost factor 
is 1.1 368 which is sourced from Sprint’s cost study. 

A revised Exhibit SET-8 reflecting rates based upon the correct 
common cost factor is attached in response to Interrogatory l(a) 
above. 

3 



REQUEST: 

DATED: May 22,2003 

Sprint FL First Set of Interrogatories 

Interrogatory 2: Please identify any documents you prepared andor relied on to 
calculate the charges reflected in the “Sprint Restatement,” 
Exhibit SET-8. 

Response : The process used to calculate the charges in Exhibit SET-8, 
including all documents prepared and/or relied upon, are 
described in Mr. Turner’s Rebuttal Testimony. 

A detailed listing of the input values that were changed from 
BellSouth’s original model is contained in Exhibit SET-IO. As 
stated in testimony, the cost of money and the common cost 
factor are Sprint-specific. 

4 



REQUEST: 

DATED: May 22,2003 

Sprint FL First Set of Interrogatories 

Interrogatory 3 : In the Rebuttal Testimony of Steven E. Turner, on page 14, lines 
17-1 8 and lines 24-26, you refer to the use of Sprint-specific cost 
of capital inputs and Sprint-specific common cost factors. Please 
identify any documents that you prepared andlor relied on that 
show any Sprint-specific inputs used to calculate the Sprint 
Restatement or that reflect the Sprint-specific calculations 
resulting from such inputs. 

Response: The source for the Sprint Cost of Money is Docket No. 
990649B-TP, Order No. PSC-03-0058-FOF-TP Issued: January 
8,2003. 

The Sprint-specific common cost factor used was taken from 
Sprint’s cost study (JRD-2 Florida Collo Study - Feb 4 - 
Proprietary.xls) Worksheet ‘Inputs’ at cell C 1 1 and has not been 
changed. The value used is 1.1 368. 

5 



SUBMITTED this 2nd day of July 2003. 

TRACY W. HATCH, ESQ. 
101 N. Monroe Street 
Suite 700 
Tallahassee, FL 32302-1 876 
(850) 425-6360 

Attorney for AT&T Communications of the 
Southern States, LLC 
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BellSouth Telecommunications. Inc. Virtual Collocation AT&T Responses to 
Sprint’s First Set of Interrogatories 

Documents in Response to Interrogatory 1 (a) 

Index 
Study Date: 12\02 

A 5 C D 

-~ 1 Florida 
__I 

.- 

Sheet Name: Description: - 
10 Index Virtual Collocation 

CALCUlATOR INPUT FORM - MATERIAUINVESTMENT DATA 
CALCULATOR INPUT FORM - RECURRING EXPENSES DATA 
CALCULATOR INPUT FORM - NONRECURRING EXPENSES DATA 
CALCULATOR INPUT FORM - NONRECURRING LABOR TIMES 

ATT to rog 1 a FLvircol redacted? .XIS 
~ - - - - - A  . ”- m., REQACTEQ VERSION Page 1 of 24 





BellSouth Telecommunications, Inc. Virtual Collocation Additives-Recumng 
Study Date: 12/02 

A f T  to rog l a  Ftvircol redactedl.xls 
Printed 7/2/2003 458  PM Page 3 of 24 



BellSouth Telecommunications. Inc. Virtual Collocation Additives-Nonrecurring 
Study Date: 12102 

A B I C I D E I F G H 

1 _ __ .. . - - - - .ll____l - - -II___---- 
I + - 1 CALCULATOR _F_I INPUT FORM - NONRECURRING EXPENSES DATA 

A l T  lo rag 1 a FLvircal redacted1 .XIS 
Printed 7/2/2003 4:58 PM Page 4 of 24 



BellSouth Telecommunicahons. Inc Virtual CollocaSon Nonrecurring Study Date Labor 12/02 

A l T  to rog l a  Ftvfml redacted1 xls 
Printed 7RQ003 4.58 PM Page 5 of 24 



BellSouth Tefecommunicabons, Inc Virtual Collocation Nonrecumng Labor 
Study Datw 12/02 

A ]  B I  C D E f G H I J I K L M N 0 
15 Study Mid-Point Date (Mas.) Jun-a4 
IF, I I I 

ATT to mg 1 a FLvircd redacted1 .XIS 
Printed 7/2/2003 4% PM Page 6 of 24 



BellSouth Telecammuntcatians. Inc Virtual Collocation INPUTS_Nonmmrring 
SludyDale 121d2 

A n  lo rug l a  FLvirml redacted1 ds 
Pnnfed 7~212003 4 5B PM Page 7 of 24 



BellSouth Telecommunications. InC 

A B C D F E G H 1 J 
Deter” availabilrty of duct space, research OptIOns for pornt of interconnect & 
submit inquiry response I - 70 

71 
72 -_- - 
741 Review request __ 

34XX Service Inquiry .- 73 Power Capiclty M m t .  ~. 

INPUfS-Nonlw*lrhg 
StudyDale 12/02 

K L 

.- ___ - -- 
~_.._I__ 

I - A I  I I 
PRIVATE I PROPRIETARY: No disdosure outside BellSouth except by mitlan agreement 

l- 

t 
1 

I 

1--- 

r 

I I I I I I 1 t 
1381 H.2.10 [Vlrhnl Collocation. Sacurlty bcot t  - B ~ c .  per H d f  Hour 0 1  I I I 

ATT to mg l a  FLviMl rsdadedi XIS 
Printed 71217003 4 58 PM Page 6 of 24 



BenSoulh Tekcommunlcallons. Inc 

A T T  lo mg l a  FLwml redacted1 11s 
Pnnled 7!2L?XI03 4 58 PM 

Page 9 01 24 





BellSouth Telecommunicabonr, Inc 

A I  0 
1 Florida I 

virtue1 Collocetmn 

C I  D E F 1  G 
I I 

IN P UTS-Recumng 
Study Date 12/02 

2 Virtual Collocation Recurring Inputs I 

3 Study Period 2003-2005 i i 
I 

I 
I 

I 

5 FL ! I I 
6 Element I Item I Descnpbon 4 

Amount Re"ng Addibve 
I SOUrCe 

Descnplran I FRC I SubFRC 7 # I  , -  

I 
10 
11 
12 

14 I I Percent land (to land and building totals) I lCost Fundamentals ! I 
t 5  I 1 Percent building (to land and building totals) ICost Fundamentals 

i I 1 I I 
I 

i 1OC I 00 Corporate Real Estate I I 

H.2.3 IVirtual Collocation - Floor Space per Square Foot I 20c I 00 
I 

16 1 ! I 
17 HS.4 Virtual Collocation - Power, Per Fused Ampere 377CP 00 Power Capaclty Management 
18 Monthly Power Usaae I 
19 Average Monthly Cost per KwH Power Capacity Management 
20 Volts I Power Cepauty Management i 
21 Rectrfier Efficiency I Power Capauty Management 

23 Protection Device Adjustment Power Capacity Management 

I 
22 Average Number of Hours per Month I Power Capacrty Management 1 

54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 

25 I H.2.5 ]Virtual Collocation -Cable Support Structure, Per Flber Entrance Cable I I 
26 I I Installed Investment per Foot I 357C 1 16 lNetworkPlanning8Support 

j I 
H.Z.8 Virtual Collocation DSl Cross Connects I 357c j 01 

DSX-1 Panel I I 

Material Price OS1 Price Calculator 1 
Projected Actual Utilization i IDS? Price Calculator 

Cable Rack I I 
1 Material Price per foot I I Network Planning 8 Support 

Circuit Capauty I ! Network Planning 8 Support 
Number feet I I Network Planning 8 Support 

I Projected Actual Utilization j /Network Planning 8 Support 

I 1 I 

27 Projected Actual Utrliration Network Planning 8 Support 
28 Cable Capeuty Network Planning 8 Support 
29 Average Cable Length Network Planning 8 Support I 

A n  to rog l a  FLvircol redacted1 xls 
Printed 7/2/2003 4 58 PM 

PRIVAfEiFROPRlETARY 
No dsdosure Oulside BcllSwth crapt  by m e n  mgrecnml Page 11 of 24 



BellSouth TetecommunlcetIons, Inc 

! A I  B I C  
j 357c 65 1 H.2.9 IVlrtual Collocation - DS3 Croas Connects I .. 

Virtual Cdlocatlon 

0 E if1 G 
01 i 

lNPUTS-Rewmng 
Study Date 12/02 

66 
67 
68- 

DSX-3 Panel I i i 
Material Price IDS1 Pnca Calculator 
Projected Actual Utilizalion IDS1 Pnce Calculator 1 

69 
70 
71 
72 
73 

Cable Rack 
Material Price per foot 
Projected Actual Utillration 

Network Planning & Support 
Network Planning & Support 

I Circult Capacity Network Planning & Supporl 1 
I Number feet N E W O ~ ~  Planning 8 support j 

1 

74 
75 
76 
77 
78 

j 
H.Z.16 Virtual Collocation - 2-Fiher Cross Connect 367C 01 

LGX Bay 
Material P r m  
Projected Actual Utiltzation 

I Nehvork Planning 8 Suppon 
INetwork Planning & Suppon 

~~ 

80 
81 
82 
83 
a4 
05 

126 I 

127 
128 
129 

' Fiber Duct 
Material Price per Foot 
Projected Actual Utilltation 
Number Feet 
Ftber Circuit Capacdy 
Number Required 

Network Planning 6 Support 
Network Planning 6 Support 
Network Planning 8 Supporl 
Network Planning & Support 
Network Planning 6 Support 

c 

A n  lo rog l a  Flvircol redacted1 XIS 
Printed 7/2/2003 4 58 PM Page 12 of 24 



BellSouth Telecommunicatlons, Inc. 

A 
1 Florida 
2 Virtual Collocation - Fiber Entrance Cable Installation per Cable 
3 Study Period: 2003-2005 
4 
5 Element # H.2.2 

7 
6 Item I Description 

Area 

Virtual Collocation 

B C 

Amount Source 

wp H.2.2 NRC 
Study Date: 12/02 

8 
9 
10 
11 
12 
13 
14 
15. 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

28 ~ 

1 1 

Indian River ]INPUTS Nonrecurring Line 97 
Jacksonville INPUTS Nonrecurring Line 98 
North Central INPUTS Nonrecurring Line 99 
Orlando / Sanford INPUTS Nonrecurring Line 100 
Pensacola / Panama City INPUTS Nonrecurring Line 101 
Broward INPUTS Nonrecurring Line 102 
Florida Keys INPUTS Nonrecurring Line 103 
North Dade INPUTS Nonrecurring Line 104 
Palm Beach INPUTS Nonrecurring Line 105 
South Dade INPUTS Nonrecurring Line 106 

Manhole Contract Labor 1 

Number of Sites INPUTS Nonrecurring Line 107 1 
Average Manhole Contract Labor Cost - 3  

I .  

- 

! 

ATT to rog l a  FLvircol redacted1.xls 
Printed 7/2/2003 458  PM 

PRIVATElPROPRLEf ARY 
No disclosure outside BellSouth except by m e n  agreement Page 13 of 24 



BellSouth Telecommunications, Inc. 

40 
41 
42 
43 
44 
45 
46 
47 
40 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

Virtual Collocation 

j 

1 
1 

1 

1 

1 

! 1 

1 
1 

1 

1 

wp H.2.3 
Study Date: 12/02 

Am to rog l a  FLvircol redacted1 .XIS 
Printed 7/2/2003 458 PM Page 14 of 24 



BellSouth Telecommunications, Inc. 

5 

i 
6 

8 
9 
10 
11 
12 
1 3 ~  
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 
30 
31 
32 
33 
34 
35 
36 
37 
30 

Virtual Collocation 

Element # H.2.4 
i 

Source Amount Item / Description 
Description FRC ISubFRC 

Average Monthly Cost per KWH INPUTS-Recumng Line 10 

Volts INPUTS-Recurring Line 20 

Rectifier Efficiency 1 INPUTS-Recuming Line 21 

Average Number of Hours per Month INPUTS-Recurring Line 22 

Protection Device Adjustment INPUTS-Recumng Line 23 

Power Usage Monthly Cost Ln9 + loo0 x Lntl + Ln13 Ln15 x Ln17 1 #DIV/O! 
1 

wp H.2.4 
Study Date: 12/02 

56 
57 
58 
59 
60 

Am to rog l a  FLvircot redacted1.xls 
Printed 7/2/2003 4 5 8  PM Page 15 of 24 



BellSouth Telecommunications, Inc. 

IU 

11 
12 
13 
14 
15 
16 

Virtual Collocation 

f i 
Projected Actual Utilization 1 INPUTS Recurring Line 27 

Cable Capacity INPUTS Recurring Line 28 

Average Cable Length INPUTS Recurring Line 29 
1 
1 

wp H.2.5 
Study Date: 12/02 

. _  

17 
18 
19 

A I B  C 0 E 
1 Florida 
2 Virtual Collocation - Cable Support Structure, Per Fiber Entrance Cable 
3 Study Period: 2003-2005 

Installed Investment per Cable 357C 16 Line 9 + Line 11 + Line 13 x Line 15 #D tVl0 

1 

i i 

/INPUTS Recurring Line 26 
i 

9 1 Installed investment per Foot 
4n I i i i i 

20 ! 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

. 3 6 .  

48 
49 
50 
51 
52 
53 
54 
55 
56 

1 ~~ 

1 

1 

1 

j 

~~ 

57 
58 
59 

37 
38 

1 

40 
41 

I 

43 
44 
45 \ 

46 
47 

ATT to rog la FLvircol redacted1 .XIS 
Printed 7/2/2003 4 5 8  PM Page 16 of 24 



BellSouth Telecommunications, Inc. 

A 
1 Florida 
2 Virtual Collocation - 2-Wire Cross Connects 
3 Study Period: 2003-2005 
4 

Virtual Collocation 

B I  C D E 
I 
I .  
, 

wp H.2.6 
Study Date: 12102 

1 8 5 Element ## H.2.6 I I ! 

7 
6 Item I Description Source 

Description 1 FRC ISubFRC 
Amount 

I 8 I I I 

I 10 
11 Material Price 

1 12 4 

14 
15 Circuit Capacity INPUTS Recurring Line 35 
96 
17 Number Required INPUTS-Recurring Line 36 
18 

20 i 
21 CableRack I 
22 
23 Material Price per foot INPUTS Recurring Line 38 
24 

9 Distributing Frame I ! 
I I 

I I INPUTS-Recurring Line 33 

13 Projected Actual Utilization 1 INPUTS .Recurring Line 34 

I 

1 

I 

19 Utilized Material Price per Circuit I 377C , 05 Line1 1 + Line13 + Line15 x Line17 #DIV/O 

25 Projected Actual Utilization INPUTS Recurring tine 39 0.00011 
1261 I I I I 
2 7 C i r c u i t  Capacity 

28 
29 Number feet I 
30 I 

31 Utilized Material Price per Circuit I 377C i 11 
32 

INPUTS Recurring Line 40 

INPUTS Recurring Line 41 

~ineZ3 + Line25 + line27 x Line29 #DIV/O 
- 

33 
34 
35 
36 
37 

! 
1 I I 
! I 

I I 

I I 

I I I 
t I 

I 
I 

38 
39 
40 

ATT to rog l a  FLvircol redacted1 .XIS 
Printed 7/2/2003 4 5 8  PM 

I 

I 

I 

! 1 I 

Page 17 of 24 

~ ~ - 
41 ! I 
42 I 
43 I 

44 I I I I 

45 I 

46 I 

I 

I 
I 

I 

- 
47 I I 
48 
49 I 

50 I 
51 ~ I 

52 I I 
53 ,  j 

I 
I 

I 

54 
55 I 
56 I 
57 I i 
58 I 

59 ! I 

60 I 

I 
i 

1 
! 
I 



BellSouth Telecommunications, Inc. 

A B C 
1 Florida 
2 Virtual Collocation - 2-Wire Cross Connects . I  

3 Study Period: 2003-2005 
4 
5 Element #: H.2.6 

i 
6 Item I Description 

8 
9 Virtual Collocation - 2-Wire Cross Connects 
10 
11 Percent SL2 (design) INPUTS-Nonrecurring Line 116 
12 
13 Circuit Provisioning Group (CPG) 4N4X INPUTS-Nonrecurring Line 110 
14 
15 Total Line12 x Line14 
16 
17 Percent SL1 (nondesign) INPUTS-Nonrecurring Line 115 
18. 
19 CO Install 8 M t c e  Field (SLI) 431X INPUTS-Nonrecurring Line 113 

Source 
De scription I JFC~JGNVS 

Virtual Collocation 

0 E l  F G H 

1 
1 1 

Percent First Additional 
Install Disconnect Install Disconnect 

1 
0 

0.0000 0.0000 0.0000 0.0000 

0.0000 0.0000 0.0000 0.0000 

0 

I Q.OOOO 0.0000 0.0000 0.0000 

wp H.2.6 NRC 
Study Date: 12/02 

20 
21 Percent SL2 (design) INPUTS-Nonrecurring line 116 0 
22 
23 CO Install & Mtce Field (SL2) 431X INPUTS-Nonrecurring Line 114 0.0000 0.0000 
24. 1 
25 Total CO Install & Field Ln18xtn20+Ln22xLn24 0.0000 0.0000 
26 
27 
28 
29 
30 
31 
32 
33 
34 

36 
37 
38 
39 
40 
41 
42 
43 1 
44 
45 
46 
47 
48 
49 
50 
51 
52 j 
53 
54 1 

55 
56 
57 1 
50 1 

59 j 
60 ! / 1 

35. 

- -  - 

, 
! 

1 

0.0000 0.0000 

0.0000 0.0000 

A n  to fog 'la FLvircal redactedl.xls 
Printed 7/2/2003 458  PM Page 18 of 24 



BellSouth Telecommunicatlons, Inc. 

A 
I Florida 
2 Virtual Collocation - 4-Wire Cross Connects 
3 Study Period: 2003-2005 
4 
5 Element # H.2.7 

Virtual Collocation 

B l  C 0 E 
i 

j . .  

i 
1 

1 

wp H.2.7 
Study Date: 12/02 

7 
6 item I Description 

8 j 1 

10 

Description I FRC 1SubFRC 

9 Distributing Frame 1 

1 

Source Amount 

! 
t 

36 
37 

39 
40 
41 1 

L 

3a 

. .  

42 
43 
44 
45 
46 
47 

j 

1 1 

Am to rog 1 a FLvircol redacted1 .XIS 
Printed 7/2/2003 4 5 8  PM 
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53 
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59 
60 
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BellSouth Telecommunications, Inc. 

A B C 
1 Florida 
2 Virtual Collocation - DSI Cross Connects 
3 -Study Period: 2003-2005 

Virtual Collocation 

D E 

wp H.2.8 
Study Date: 12/02 

4 ! 

7 
6 Hem / Description 
5 Element # H.2.8 I I i 

Source Amount 
Description 1 FRC ISubFRC 

l a 
9 
10 
11 
12 
13 

I 

DSX-I Panel j 
I 

Material Price INPUTS Recurring Line 57 I 
i 

Projected Actual Utilization INPUTS Recurring Line 58 
I 14 

15 
16 

I 
Utilized Material Price per Circuit Line 11 + Line 13 #DIV/O! 

I 

I .- 
17 
18 
19 
20 
21 
22 
23 

, 
Cable Rack I 

Material Price per foot 
I 

Projected Actual Utilization 

Circuit Capacity INPUTS Recurring Line 62 ! 

INPUTS Recurring Line 60 

INPUTS Recurring Line 61 
I 

I 

.- 
I I I 

I I I 
1 I 1 

46 I 
A7 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

44 
45 

43. 

Number feet INPUTS-Recurring Line 63 

Utilized Material Price per Circuit 

Total Utilized Material Price per Circuit 357C 01 Line 15 + Line 27 #DIV/O! 

Line19 + Line21 + Line23 x Line25 #DIV/O! 

I 

! 1 

I I 

~ 

1 i 
I 

I 
I 1 

i 

49 
50 
51 
52 
53 
54 

I 

I 1 I 

I 

1 I 

ATT to rog 1 a FLvircol redacted1 .XIS 
Printed 7/2/2003 4:58 PM 
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BellSouth Telecommunications. Inc. 

" 
9 DSXSPanel 
10 
11 Material Price INPUTS Recurring Line 67 
12 
13 Projected Actual Utilization INPUTS Recurring Line 68 
14 
15 Utilized Material Price per Circuit 
16 

18 
j 9 .  Material Price per foot INPUTS Recurring Line 70 

21 Projected Actual Utilization INPUTS Recurring Line 71 
22 
23 Circuit Capacity INPUTS Recurring Line 72 
24 
25 Number feet INPUTS Recurring Line 73 
26 
27 Utilized Material Price per Circuit Line19 + Line21 + tine23 x Line25 #DIV/O! 
28 
29 Total Utilized Material Price per Circuit 357C 01 Line 15 + Line 27 # D lVl0 ! 
30 
31 

Line 11 + Line 13 #DIV/O! 
~ ~ ~~ 

,17 Cable R a c r  ~ 

20 1 1 

Virtual Collocation 

- -  
35 
36 
37 

wp H.2.9 
Study Date: 12/02 

1 

1 -. 

38 
39 
40 

- .  1 

32 
33 
34 1 

1 
41 
42 
43 
44 
45 
46 1 1 1 1 

47' 
48 
49 
50 

. .  
1 

51 
52 
53 
54 

A l l  to rog l a  Flvircol redacted1 .XIS 
Printed 7/2/2003 4:58 PM 
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57 

1 

1 1 - .  
58 
59 
60 

1 

1 
1 

1 1 
1 1 



BellSouth Telecommunicatlons, Inc. Virtual Collocation wp H.2.16 
Study Date: 12/02 
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BellSouth Telecommunications, Inc. 

A 
1 Florida 
2 Virtual Collocation - 4-Fiber Cross Connect 
3 Study Period: 2003-2005 

Virtual Collocation 

B c [  D E 
j 

Wp H.2.17 
Study Date: 12/02 

4 
5 

7 
6 

R 

I I 1 
Element # H.2.17 1 1 I 

Source Amount Item / Description 
Description I FRC ISubFRC 

I i I Y 

9 
10 
11 

I ! 
I 

I 
LGXBay ! I 

1 ! I 

Material Price I i INPUTS Recurring Line 89 ! $0.000 
\ 12 
-- 

15 Number Required ! 

I 
INPUTS, -Recurring Line 90 / o m  

1 
I 

INPUTS Recurring Line 91 
j L 

I 
I Line 11 + Line 13 x Line 15 I #DIV/OI 

16. 
17 Utilized Material Price 

I 18 1 '  , 
q f i b e r  Duct : 
20 1 
21 Material Price per Foot INPUTS Recurring Line 94 
22 
23 Projected Actual Utilization 1NPUTS Recurring Line 95 
24 
25 Number Feet INPUTS Recurring Line 96 
26 
27 Fiber Circuit Capacity I INPUTS Recurring Line 97 
28 
29 Number Required I INPUTS Recurring Line 98 
30 I 
31 Utilized Material Price I Ln21 + Ln23 x Ln25 + Ln27 x Ln29 ! #DIV/O! 
32 I 
33 Total Utilized Material Price per Circuit I 357C 01 Line 17 + Line 31 #DIV/O1 
34 
35 
36 
37 ! 

ATT to rog l a  FLvircol redacted1 .XIS 
Printed 7/2/2003 458  PM 
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40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
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I 
I 

I 

I 
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I 

I 
1 ! 

I - .  

55 
56 
57 

I , 
1 

I 
58 
59 
60 

i 
I I I 
I 



BellSouth Telecommunications, Inc. 

A B C 
1 Florida 
2 Virtual Collocation: Development of Power Costs, per Used AMP 
3 Study Period: 2003-2005 
4 
5 H.2.30 

7 
6 Item / Description 

. . 

Description I FRC ISubFRC 

Physical Collocation 

D i E 

i 
1 

Source Amount 

wp H.2.30 
Study Date: 1212002 

17 
18 
19 
20 
21 
22 
23 

Average Number of Hours per Month INPUTS-Recumng Line 104 1 

Rectifier Efficiency 

Monthly Cost Power Usage 

INPUTS Recurring Line 105 

Ln13 + 1000 x Ln15 x Ln17 * Ln19 

-----______I 

#DIV/O! 

~ 

33 
34 
35 

-3iF 
37 
38 

52 
53 
54 
55 
56 
57 
58 
59 
60 

39 
40 
41 

1 

1 

1 
1 j 

ATT to rog l a  FLvircol redacted1 .XIS 
Printed 7/2/2003 4 5 8  PM 
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AT&T Respome to Sprint's 
First Set of Interrogatories 

Responsive Document to Interrogatory No. 1 (a) 

BellSouth Cost Calculator 2.6 - Element Summary Report 

Study Name: Florida Collocation 
State: Florida 
Scenano: Sprint Updated Common Factor 
Study Type: TELRIC 

Non Non-Recurring 
Cost Element Description Recurrinq Recurrinq Flrst Additional initial Subseauenf 

H.0 

H.l 
H.l.4 
H . l  1 
H.1 5 
H 1.5 
H.  1.6 
H.l 7 
H . l  8 
H.1.9 
H.1.iO 
H . l  1 1  
H.1 12 
H 1.13 
H.1.14 
w 1.15 
H 1.16 
H.1  17 
H.1.18 
H.1.19 
H.1.23 
H.1 24 
H.1.31 
H 1.32 
H.1.33 
H.1.34 
H.1.37 
H.1.38 
H.1.39 
H.1.40 
H.1.41 
H.1.42 
w 1.43 
H. 1.45 
H.1.46 
H 4 46 
H.1.47 

H.1.49 
H.l.50 
W.1.51 

H.I 48 

CO LLOC AT1 0 N 

PHYSICAL COLLOCATION 
Physicat Collocation - Application Cost - Initial 
Physical Collocation - Application Cost - Initial - Disconnect Only 
Physical Collocation - Fiber Entrance Cable Installation, per Cable 
Physical Collocation - Fiber Entrance Cable Installation. per Cable - Disconnect Only 
Physical Collocation - Floor Space per Sq. Ft. 
Physical Collocation - Cable Support Structure per Fiber Entrance Cable 
Physical Collocation - Power per Fused Amp 
Physical Collocation - &Wire Cross-Connects 
Physical Collocation - 4-Wire Cross-Connects 
Physical Collocation - OS1 Cross-Connects 
Physical Collocation - DS3 Cross-Connects 
Physical Collocation - 2-Wire POT Bay 
Physical Collocation - 4-Wire POT Bay 
Physical Collocation - DSl POT Bay 
Physical Collocation - OS3 POT Bay 
Physical CoTlocation - Security Escort - Basic, per Half Hour 
Physical Collocation - Security Escbrt - Overtime, per Half Hour 
Physical Collocation - Security Escort - Premium, per Half Hour 
Physical Collocation - Welded Wire Cage - First 100 Sq. Ft. 
Physical Collocation - Welded Wire Cage - Add1 50 Sq. Ft. 
Physical Collocation - 2-Fiber Cross-Connect 
Physical Collocation - 4-Fiber Cross-Connect 
Physical Collocation - 2-Fiber POT Bay 
Physical Collocation - 4-fiber POT Bay 
Physical Collocation - Security Access System - Security System per square Foot per Central Office 
Physical Collocation - Security Access System - New Access Card Activation, per Card 
Physical Collocation - Security Access System -Administrative Change, existing Access Card, per Card 
Physical Collocation - Security Access System - Replace Lost or Stolen Card, per Card 
Physical Collocation - Space Preparation - C.O. Modification per square ft. 
Physical Collocation - Space Preparation - Common Systems Modification per square R. - Cageless 
Physical Collocation - Space Preparation - Common Systems Modification per Cage 
Physical Collocation - Space Preparation - Firm Order Processing 
Physical Collocation - Application Cost - Subsequent 
Physical Collocation - Application Cost - Subsequent - D i s c o "  Only 
Physical Collocation - Space Availability Report per C.O. 
Physical Collocation: Co-Carrier Cross-Connect Fiber Cable Support Structure, per Linear Ft. per Cable 
Physical Collocation: CeCarrier Cross-Connect Copper or Coaxial Cable Support Structure, per Linear Ft. per Cable 
Physical Collocation - 12OV. Single Phase Standby Power Cost 
Physical Collocation - 240V. Single Phase Standby Power Cost 

$2,973 
$1 2 8  

$51 9.22 
$46 79 

$3.70 
$1.10 
83 92 

$0.021 8 
$0.0435 
$0.3971 

$4.37 
$0.01 89 

$0.3590 
$2.01 

$0.0378 

$23.53 $35.91 
$47.63 $30 a3 
$59.36 $38.13 I 

$96.10 
$11.10 
$1.80 
$3.50 

$16.17 
$0.01 30 

$1 1.98 

$27.51 
$9.43 

$1 1.32 

$306.67 
$1,730 

$1.28 
$1 20.1 3 

$0 oooa 
$0.0012 

$5.59 
$1 1.20 
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AT&T Response to Sprinfs 
First Set of Interrogatories "

Responsive Document to Interrogatory No. 1(a) 
... ) 

BellSouth Cost Calculator 2.6 - Element Summary Report 

Study Name: Florida Collocation 
State: Florida 
Scenario: Sprint Updated Common Factor 
Study Type: TElRIC 

Cost Element 

H.l.52 
H.l.53 
H.l.54 
H.l.55 
H.l.56 
H.l.57 
H.l.57 
H.l.58 
H.l.59 
H.l.60 
H.l.61 
H.l.61 
H.l.62 
H.l.63 
H.l.63 
H.l.64 
H.l.65 
H.l.65 
H.l.66 
H.l.71 

H.2 
H.2.1 
H.2.1 
H.2.2 
H.2.2 
H.2.3 
H.2.4 
H.2.5 
H.2.6 
H.2.7 
H.2.8 
H.2.9 
H.2.10 
H.2.11 
H.2.12 
H.2.16 
H.2.17 
H.2.20 
H.2.21 
H.2.22 
H.2.30 

Description 

Physical Collocation - 120V, Three Phase Standby Power Cost 
Physical Collocation - 277V, Three Phase Standby Power Cost 
Physical Collocation - Security Access -Initial Key, per Key 
Physical Collocation - Security Access - Key, Replace lost or Stolen Key, per Key 
Physical Collocation - Copper Entrance Cable Support Structure, Per Each 100 Pairs 
Physical Collocation - Copper Entrance Cable Installation, Per Cable 
Physical Collocation - Copper Entrance Cable Installation, Per Gable - Disconnect Only 
Physical Collocation - Copper Entrance Cable Installation, Per Each 100 Pairs 
Subsequent Application for Co-Garrier Cross Connect per Occurrence 
Physical Collocation - Power Reduction Application Fee 
Physical Collocation - Administration Only Application Fee 
Physical Collocation - Administration Only Application Fee - Disconnect Only 
Physical Collocation - Connecting Facility Assignment (CFA) Resend, per Clli 
Physical Collocation - Copper Entrance Cable Installation, per cable (0 Mh to Vault Splice) 
Physical Collocation - Copper Entrance Gable Installation, per cable (0 Mh to Vault Splice) - Disconnect Only 
Physical Collocation - Copper Entrance Cable Installation, per each 100 pair 
Physical Collocation - Fiber Entrance Cable Installation, per cable (0 Mh to Vault Splice) 
Physical Collocation· Fiber Entrance Cable Installation, per cable (0 Mh to Vault Splice) - Disconnect Only 
Physical Collocation· Fiber Entrance Cable Installation, per each fiber 
Physical Collocation: Power per Used Ampere 

VIRTUAL COllOCATION 
Virtual Collocation - Application Cost 
Virtual Collocation - Application Cost - Disconnect Only 
Virtual Collocation - Fiber Entrance Cable Installation, per Cable 
Virtual Collocation - Fiber Entrance Gable Installation, per Cable - Disconnect Only 
Virtual Collocation - Floor Space Per Sq. Ft. 
Virtual Collocation - Power per Fused Amp 
Virtual Collocation - Cable Support Structure, Per Entrance Cable 
Virtual Collocation· 2-wlre Cross Connects 
Virtual Collocation· 4-wlre Cross Connects 
Virtual Collocation· DSl Cross Connects 
Virtual Collocation - DS3 Cross Connects 
Virtual Collocation - Security Escort - Basic, Per Half Hour 
Virtual Collocation - Security Escort - Overtime, Per Half Hour 
Virtual Collocation· Security Escort - Premium, Per Half Hour 
Virtual Collocation - 2-Fiber Cross Connect 
Virtual Collocation - 4-Fiber Cross Connect 
Virtual Collocation - Mainlenance in the CO - Basic, per Half Hour 
Virtual Collocation - Maintenance in the CO - Overtime, per Half Hour 
Virtual Collocation - Maintenance in the CO - Premium, per Half Hour 
Virtual Collocation - Power per Used Ampere 

Recunirul 

$16.79 
$38.76 

$0.1475 

$7.09 

$3.70 
$3.92 

$0.9662 
$0.0211 
$0.0421 
$0.3971 

$4.37 

$1.84 
$3.67 

$7.09 

Non 
Recurrlna 

$12.04 
$12.04 

$614.80 
$24.26 
$19.81 

$602.75 
$227.53 
$812.02 

$1.28 
$84.86 

$424.14 
$46.79 
$19.81 

$424.14 
$46.79 
$3.96 

$1,325 
$1.28 

$519.22 
$46.79 

Non-Recurrlng 
Ell:!! Additional !!!!til! 

$35.91 $23.53 
$47.63 $30.83 
$59.36 $38.13 

$57.68 $23.53 
$77.03 $30.83 
$96.37 $38.13 

Subsequent 
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AT&T Response to Sprint's 

First Set of Interrogatories "" Responsive Document to Interrogatory No.1 (a) 
r.t 

BeliSouth Cost Calculator 2.6 • Element Summary Report 

Study Name: Florida Collocation 
State: Florida 
Scenario: Sprint Updated Common Factor 
SludvType: TELRIC 

Cost Element 

H.3 
H.3.1 
H.3.2 
H.3.3 

H.4 
H.4.1 
H.4.2 
H.4.3 
H.4.4 
H.4.5 
H.4.6 
H.4.7 
H.4.8 
H.4.9 
H.4.9 
H.4.16 
H.4.17 
H.4.18 
H.4.19 

H.6 
H.6.1 
H.6.1 
H.6.2 
H.6.3 
H.6.4 
H.6.5 

H.7 
H.7.1 
H.7.1 
H.7.2 
H.7.2 
H.7.3 
H.7.3 
H.7.4 
H.7.4 
H.7.5 
H.7.5 
H.7.6 
H.7.6 

Description 

ASSEMBLY POINT 
Assembly Point: 2·Wire Cross Connects 
Assembly Point: 4·Wire Cross Connects 
Assembly Point: DS-1 Cross Connects 

ADJACENT COLLOCATION 
Adjacent Collocation· Space Cost per Sq. Ft. 
Adjacent Collocation· Electrical Facility Cost per Linear Ft. 
Adjacent Collocation· 2-Wire Cross·Connects 
Adjacent Collocation - 4-Wire Cross-Connects 
Adjacent Collocation - DS1 Cross-Connects 
Adjacent Collocation - DS3 Cross-Connects 
Adjacent Collocation· 2·Fiber Cross-Connect 
Adjacent Collocation - 4-Fiber Cross-Connect 
Adjacent Collocation - Application Cost 
Adjacent Collocation - Application Cost - Disconnect Only 
Adjacent Collocation - 120V, Single Phase S1andby Power Cost per AC Breaker Amp 
Adjacent Collocation - 240V, Single Phase S1andby Power Cost per AC Breaker Amp 
Adjacent Collocation· 120V, Three Phase S1andby Power Cost per AC Breaker Amp 
Adjacent Collocation - 277V, Three Phase Standby Power Cost per AC Breaker Amp 

Physical Collocation In The Remote Terminal (RT) 
Physical Collocation In The Remole Terminal - Application Fee 
Physical Collocation In The Remote Terminal- Application Fee - Disconnect Only 
PhySical Collocation In The Remote Terminal - Per RacklBay 
Physical Collocation In The Remote Terminal - Security Access Key 
Physical Collocation in the RT· Space Availability Report per premises requested 
Physical Collocation in the RT- Remote Site CLLI Code Request, per CLLI Code Requested 

COLLOCATION CABLE RECORDS 
COllocation Cable Records - per request 
Collocation Cable Records· per request· Disconnect Only 
Collocation Cable Records - VG/DSO Cable, per cable record 
Collocation Cable Records - VG/DSO Cable, per cable record • Disconnect Only 
Collocation Cable Records· VGIDSO Cable, per each 100 pair 
Collocation Cable Records· VG/DSO Cable, per each 100 pair· Disconnect Only 
Collocation Cable Records - OS 1, per THIE 
Collocation Cable Records· OS1, per T1 TIE - Disconnect Only 
Collocation Cable Records - DS3, per T3TIE 
Collocation Cable Records - DS3, per nTiE - Disconnect Only 
Collocation Cable Records - Fiber Cable, per Cable Record 
Collocation Cable Records - Fiber Cable, per Cable Record - Disconnect Only 

Non Non-Recurring 
Recurring Recurring fi!I! Additional Initial Sub!!eguent 

$0.1732 

$0.3464 

$0.9635 


$0.1705 

$4.83 


$0.0203 

$0.0406 

$0.3890 


$4.35 

$1.78 

$3.49 


$2,949 

$1.09 


$5.59 

$11.20 

$16.79 

$38.76 


$653.36 

$288.51 


$160.46 

$24.85 


$238.95 

$78.32 
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AT&T Response to Spr!nt's 
First Set of Interrogatories 

Responsive Document to Interrogatory No. l (a)  

BellSouth Cost Calculator 2.6 - Element Summary Report 

Study Name: Florida Collocation 
State: Florida 
Scenario: Sprint Updated Common Factor 

Cost Element Description 

H .9 COLLOCATION - BRSDD 
H.9 1 Bellsouth Remote Site OLEC Data (BRSDD). per Compact Disc per Central Ofice 

Non Non-Recurring 
Recurrinq Recurrinq First Additional Initial Subseauent 

$221.99 

Printed. 7/2/2003 3:29 PM Page 4 of 4 
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AT&T Response to Sprint's First Set 
of Interrogatories 
Responsive Document to ROG-3 
7-2-2003 

ORDER NO. PSC-03-0058-FOF-TP 
DOCKET NO. 990649B-TP 
PABE 61 

I. 

By adopting the depreciation rate6 approved f o r  
BellSouth, Sprint-Florida recognizes that the  economic 
l ives  and salvege values of I t s  forward-loaking 
inve~tment are s i m i l a r  to that  of BellGouth. The 
economic lives of Sprlnt -Florida and BellSouth's network 
inveetmenta are both shaped by the cananon effect of 
technology changes, market competition, andphyaical wear 
and t ear  thua reeulting in c m o n  depreciation rates. 

*- 

We agree with S p r i n t  and the paxtiea that it i r s  reaeonable to 
aswume that similar plant exposed to similar factors of 
obeoleecence such as technology, market competition, and physical 
wear and tear would exhibit similar depreciation lives and salvage 
values. 

In conchaion, the appropriate lives and  net salvage values to 
be w e d  in the development of Sprint's forward-looking recurring 
a " d l e d  network element (WE) coat studies are thoae proposed by 
Sprint ae shown ori Table 7 b } - 1 .  

yrr [ C I S  c OST OF c -IT= 

A. ARGUMENT 

Three witnesses  offered teatimony regarding the forward 
looking coet of capital input €or Sprint's cost model. Sprint 
wjtneas staihr recotrrmende 12-26% a8 t h e  forward loaking cost of 
capital baaed on a coat of equi ty  af 13.10%8 a cost of debt of 
7.81% and a capital atructure coaalsting of 8 4 . 0 2 %  equity and 
15.98% debt.  Z-Tel witness  Ford recornmends a forward looking coat 
of capital of 8 . 5 0 %  based on a cost of equity ranging from 10.0% to 
10.1%, a cost of debt ranging from 6.10% to 6 . 2 5 % ,  and a capital 
structure conaieting o f  60% equity and 4 0 %  debt. For Sprint, staff  
witness Draper recommende 9 . 8 6 %  as the appropriate forward looking 
cost of capital baaed on a coet of equity of 11.49%, a cost of debt 
of 7 .43%,  and a capital s t r u c t u r e  consisting of 6Q% equity and 40% 
debt. 

1. Cost of Equlty 

sprint witneas Staihr employs a discounted cash flow model 
( X F )  and a capital asaet pricing model (CAPM) in determining his 
reconmended coat  of equity. He applies these models to a group of 
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publicly traded firms that he be1ievee"are comparable in r i s k  to 
Sprint. 

To determine hia cornparable group, wltness Stafhr uees four 
r i e k  measures: the comon equity ratio, the cash-f lm-to-eagitaZ 
ratio, the pre-tax fixed charge coverage ratio, and the rtvenuea-to 
-net plant ratio. Witneaa 6taihr believes these r i s k  measure8 
capture both budness and financial r i s k .  Using cluater analysis - 
a e ta t i e t i ca l  technique - and 621 firm from Standard and Poor'B (S 
& P> Research Ineight databaee, witnees Staihr identifie8 20 fims 
that  he believea have the cloeeet risk measures to Sprints riek 
meaaurea. 

Witness Staihr sta tee  that, in making campariaone of firms' 
ratioe to Sprint's ratios, it irr important to obtain a group of 
f i r m s  whose combined, cumulative data comes closest to  the data of 
sprint. Witness Staihr believe6 telecommunications firms are not 
necessarily an appropriate proxy for sprint.  

The DCF model determines investors' required return by 
matching a firm'e current market price w i t h  expected ca& flows 
discounted at t h e  investorls, required return. For h i 8  DCF model, 
witness Stalhr w e 6  a constant growth quarterly compounding model. 
He use6 stock prices for hie comparable group of companisrj forthe 
period June 2 5 ,  2001 to July 9 ,  2001. For the dividend growth r a t e  
of hi@ comparable companice, witnesarg Staihr uaes the five-year 
average eaming per share growth rate eetimated by the 
Znstltutional Brokers Eetimate System (IBES) . He believes  that 
earninga growth ie an appropriate indicator of long-term dividend 
growth. The result of hie DCF model i e  13.71%- 

The CAPM is a risk premium model t h a t  defines the inveetora 
required return as the risk-free return plus a risk premiwn based 
on the overall return on a market index and beta, a r h k  meaaure 
for individual atocka. Witness staihr usee a riak-free rate of 
6.00%, which ie bused on September 2001 U.S. Trea8Ury bond futuree 
traded from June 25, 2001 to July 9 ,  2001, Witnesa Staihr's market 
risk premium i t 3  7 . 2 7 %  and ie derived from the r i s k  premium of 
con" s t o c k s  over U.S. Tzeasury bond returns f r o m  1926 to 2 0 0 0 .  
The 6 - 0 0 %  risk-free rate and the 7 .27% market risk premium, when 
added together, indicate a return 0x1 the overall market of 13.27%. 
Wihess  Staihr Btates this r e tu rn  is reaeonable because a DCF 
analyaiB on the  621 firms from h i s  cluster analysis  ind ica tes  a 
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return of 15.08%. 
companies, witneers Sta ihr  calculates a CAPM result of 12.21%-. 

With a beta of .86  'based OR his 2 0  comparable 

Adding 14 b a s h  p o i n t s  for isauance casts asmciated with 
issuing common stock, witness Staihr states  the range for Sprint'g 
cost of equity is 12,.35% to 13.85%. His recommended 13.10% cost of 
equity is the d d p o l n t  of thls range. 

Z-Tel witness Ford bases  his recommended cost of equity on 
the corrt of equity get by t h i a  Commission for BellSouth in Order 
No. PSC-Ol-ll8l-FOF-TP, issued May 25, 2001. Specifically, he 
employs a CAPM to determine h i s  recommended cost of equity.  
Witness Ford notea that there are irregularities in the input6 used 
f o r  the CAPM in the BellSouth Order. He provide6 corrections to 
thoee inputs. 

For the risk-free rate, witnesa Ford we43 5.31% based on the 
yields on U.S. 'Ikeaaury bonds from October 2001 to December 2001, 
Wdtneas Ford uaea &34% as the market risk premium, which IB based . 

on the 2 0  year period from 1982 to 2001. Witness Ford believes 
historical risk premiums are appropriate. He notes that  there are 
m m y  methods for eat lmt ing  the market risk premium and that 
Verizon witnese James Vander weide uaed a 7 .8% r l s k  premium in h i s  
testimony in the recent Florida Power rate case, i.e., Docket No. 
000824-EI. For the beta input, witness Ford u ~ e a  a beta of .SB. 
This is baered OP the average beta, 88 reported by BARRA, for 
Verizon, BellSouth, and SBC for the period January 2001 through 
December 2001 . 

Witnese Ford's CAPM reeult is nabout lo%*" We note that  
witneas Ford's CAPFJl resul ta  range from 10.0% to 10.1%. 

Staff witnees Draper applies a DCF and CAPM analyeis to an 
index of telecommunications cornpaniea listed in the Value Line 
Investment Survey. He believe8 these companiee a r e  comparable to 
the business and f i n a n c i a l  rfak associated with the provision of 
UNEs. He eliminated telecommunicationa companies that receive less 
than 75% of their revenue from telecommunicatiane operations. He 
also eliminated companies with ineufficient f i n a n c i a l  data and 
companies that were the subject of an ongoing merger or 
acquisition . 

For h i s  DCF analysis, witness Draper notes that  the cost of 
e q i t y  is the diracount rate that equateanthe present value of 
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expected cash flow8 aasociated with a stock to the market price of 
the stock. Re employs a two-stage DCF model with  atock price6 from 
October 2001 and dividend and growth inputs from Value Line. He 
allows 3% f o r  issuance costa .  The reault of h i s  DCF analysis for 
his index of telecommunications companies is 11.45%. - 

Witness Draper's CAPM result is 11.02%. He notes t h a t  the 
CAPM is dependent on the beta etstiatic, which masure8 r i s k  that 
cannot br? diversified away, L e . ,  eyetematic r i s k .  Uslng a DCF 
analysis and inputa from Value Line, witnese Draper calculates  a 
required return on the overall market o f  10.878. His risk-free 
rate is 5 . 4 9  baaed on the forecasted r a t e  on 30-year U . S .  Treasury 
bonds. The beta €or witness Draper%! CaPM is 1.02 and is based on 
the  average beta for hie index of teleconununicatione c c q a n l e s .  

witness Draper notes that t h e  average bond rating far h i s  
index of cumpanice is single A and Sprint's bond rating is triple 
8 .  To allow fox this additional riak, witness Draper adds 2 5  basis 
points to the average of hi8 models, 11.24%, to obtain h i s  
recomendcd cost of equity for Sprint of 11.49%. 

In rebuttal to witnesses Draper and Ford, Sprint witnem 
Stnihr s t a t e s  that the w e  of telecommunications firms as a proxy 
f o r  determining Sprint's required re turn  l e  an aasun~ption. In 
contrast, witness Staihr s t a t e s  that he used four measures and 
cluster analysis to measure riak and identify the appropriate proxy 
group for Gprint. 

Witnese staihr m a t e s  that witneas Draper' B index includes 
AT6LT and Telephone 6r Data and that these two firms receive a 
minority of their revenue from loca l  telephone service. Witneers 
Staihr reproduces witness Draper' a DCF model excluding AT&T and 
Telephone & D a t a ,  which produces a result  of 13.5%. Witnee6 Staihr 
disagree8 with e t n e e s  Drapes's calculatlon o f  the required market 
return. In calculating this number, witnesB Draper excluded firms 
that have growth rates above 20%. Witnees Staihr believes the 
r e t u r n  should be calculated for t h e  entire market.  Witnese Staihr 
adjusts Witne8t3 Draper'8 CAPM reeult for this and obtains a CAPM 
result of 11.94%. Witness Btaihr s t a t e s  that  the corrected cost of 
equity ueing witness Draperla analysis I s  12.97%. 

Regarding witness Draper's DCF model, witness Ford disagreea 
with the growth rate inputs. He believeg witness Draper's 
sustainable growth r a t e  is too high to be sustainable. WAtness 
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Ford believes witnees Draper should have excluded Qwest 
Communications and CenturyTel from his index, and that Spr in t  is a 
reasonable inclusion. Using hie adjustments to witness Draper's 
two-stage DCF model, witneee Ford calculatee a range of 8 . 4 9 %  to 
10.568. - 

Regarding witness Draper's C A P M  analysis, witness Ford notes 
his disagreement with witness Draper's comparable group. I n  
addit ion,  witness Ford believes that  wltnese Draper's beta, 1.02, 
ie too high. He specifically disagrees with witnem Draper'~ uee 
of Value Line betaa. 

Incorporating h i s  adjustments to witness Draper ' 8  CAPM, 
wgtness Ford calculate6 a range of 8 . 4 0 %  to 8 . 5 6 % .  With h i s  
adjustment8 to witness D r a p e r l ~ l  models, witneas Ford ectates the 
cost of equity is *about 93.'' He belicvea the upper boundary for 
the coat of equity i8 10.50%. 

Regarding the comparable group of companies used by t he  
witnesses, we note t h a t  in the BellSouth UNE proceeding we used 
telecommunications firms a8 the b a d e  for the coat o f  equity and 
that we rejected t h e  use of non-telecomunications firms. Order No. 
P6C-Ol-l18l-FOF-TP, iamed May 2 5 ,  2001 at pp. 181-182. Sprint 
witnees Staihr cla lma t h a t  the four risk meaaures he uaes 
objectively eelect  the 20 firms moat comparable in r i e k  bo Sprint. 
However, he acknowledges t ha t  eome of those 2 0  companies might be 
different If other r i s k  meaaures were 1 i w d .  He dass aey there  is 
no reason to think they would be different. Witness Staihr 
acknowledgee that a firm's bond rating ia a forward looking 
assessment of it6 creditwoxthineas. The companies' i n  his 
comparable group have S & P bond ratinga ranging f rom BB+ and "not 
rateda to A&-. We find that the bond ratings suggest significant 
variability in risk for Staihr'e comparable companies. 

Further, witness Staihr's comparable group consists  of very 
profitable companiee in competitive indus tr i e s .  In preparing his 
testimony, wltness Staihr d i d  not review the level of competition 
t h a t  Sprint-Florida faces and he did not review the: 
telecommunications induatry. For t h e  above-cited reasons, we find 
t h a t  wltne68 Staihr'e comparable group of companies i t3 not a useful 
proxy far determining the cost  of equity related to unbundled 
network elemente. 
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Both witnessee Staihr and Ford '-object to witnees Draper 
including Telephone & Data and AT&T in h i s  i n d e x  of companies 
because, they state,  these companies do not rely primarily on local 
telephone service. We note  that the compzlniee witnees Draper uses 
are considered telecommunications companies by Value Line. Witnees 
Draper's eompaniee receive a t  least 7 5 %  of their revenue from the 
provision of telecommunications services, though not necessarily 
local exchange service. We find that witneas Draper's index of 
companies ia acceptable. 

In determining t h e  expected return on the market input fox hie 
CAPM model, witness Draper eliminated f i r m  with growth ratee in 
excess of 2 0 % .  He also  eliminated f i r m  that  do not pay dividends 
or have negative projected dividend and earnings growth. We find 
this ia appropriate. We believe that growth rates in excem of 20% 
are not sustainable in the  long run. See Order No. PSC-01-1181-FY)F- 
TP a t  pp. 181-182. 

However, w e  do not agree with witnem Pard that witnees 
Draper'e long-term sustainable growth rate, 10.3%, i s  excessive. 
Witness Draper baaed th is  rate 0x1 Value Line'a projected return on 
equity and earmlngs retention rate for his index of companies- The 
long-term growth rate i a  matched with a near-term growth rate of 
3 . 3 % .  By operation of rnath, the near-term growth rate has a 
significant effect on the DCF result. We find t h a t ,  taken together, 
t h e s e  growth rates produce a reasonable and sustainable growth rate 
for determining the cost  of equity. In contrast, witness Staihr's 
DCP model use@ an average annual growth rate ,  based on earnings 
growth a€ hie comparable companies, of 11.96%. The individual 
growth ratea range aB high a8 15.80%. 

We also disagree with witnerjs Fordds objections to the beta 
s tat ie t ic  in witnem Draper's CAPM. Specifically, witneas Ford 
objects to the uee of Value  Line betas .  Witness Ford ementially 
second-guesses Value Line's calculation of t h e  beta statistic. We 
note that witness Sta ihr ,  in addition to witnese Draper, used Value 
Line  betas .  Witness Draper e t a t e s  that the average beta f o r  h i s  
index cornpanhe is reasonable. 

We note the wide difference between the cost of equity 
recommended by witness Staihr, 13.1%, and the 10% recommended by 
witness Ford. AB noted above, we believe witness Draper employed a 
reasonable proxy group of companies and reasonable inputs for hie 
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models. Therefore, we f i n d  it appropriate to u ~ e  12.49% as the 
cost of equity in determining Sprint's cost o f  capital. 

2. Cost of Debt - 
Sprint witness Staihr recommends 7 -81% as Sprint forward- 

looking  coat  of debt. He base& t h i s  on a 6 . 0 0 %  risk-free return 
calculated from 20-year U.S. Treasury bond futures. To thie he 
adds a c r e d i t  epread of 173 baeia point8 baaed on the yield spread 
between "A' rated 20-year telephone bonds and 20-year U.S. Treasury 
bonds. He states that 7.81% is the rate at which Sprint could 
issue debt in July 2001. 

2-Tel witness Ford r e c m e n d a  a cost rate for debt of 6.10% to 
6.25% for Sprint. He bases thie on the debt cost rate caLculation 
in Order No. PSC-01-1181-FOF-TP. He incorporatee short-term debt 
into h i s  recommendation. The long-term debt coat rate  is based an 
the yield spread of Aaa public utility bonds over 30-yea~ U . S .  
Treasury bonds for the period etarting in March 1995 and ending in 
February 2 0 0 0 .  

Far  Gprint, s t a f f  w i tness  Draper recommends 7.43% a8 t h e  
appropriate forward-looking cost of debt. He incorporatee a ehort- 
term debt cost rate of 5.363 baaed on the forecasted prime rate, 
Hi8 long-term debt cost r a t e ,  8.123, is based on the forecasted 
rate for  10-year Treasury bonds and a credit spread derived from 
the yielde on BBB r a t e d  utility bonds. Witness Draper calculatce 
the credit apread during the twelve month per3od that  exdad with 
November 2001, He asaigne a 2 5 %  weight to short-term debt and a 
7 5 %  weight t o  long-term debt.  

In rebuttal, witness Ford dfaagreea with witneas Draper's 
credit spread i n  calculating the long-term debt cost rate. Witnesa 
Ford believe8 this calculat ion ahould be based on the method thia 
Commission uead in the BellSouth UNE proceeding- Witnesa Ford 
notes that the credit spread for BellSouth W a 6  formulated using 
credit spreada calculated over a 6hort  period and a long period. 
He recalculates witneae Draper's long-term debt coat rate for 
Sprint a t  7.55%. Also, witness Ford disagrees with witnese 
maper's short-term debt cost  r a t e  because witnese Draper bases his  
ahoz-t-term cast rate on the prime rate .  i 

We note tha t  witnese Staihlr calculated a credit spread over a 
t w o  week period, whereas witness Draper used a twelve-month period. 
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We f ind  that witness Draper's use of' a twelve m n t h  period is 
reaeonable. The record allow8 for many choices of periods over 
which the credit epread is calculated. In t h e  m 1 S o u t h  Order, w e  
choee an average of credit spreads calculated over three month and 
five year periods. Order No. PSC-Ol-ll81-FOF-TP at pp. 184-185. WC 
disagree with witness Ford that  exact conBi8tency with the 

inputs. In addition, witness Draper tailored his recamended cost 
of debt far Sprint to match Sprint'e bond rating. 

Bells 011th o r d s  is necessary for determining the cost  of capital  

Witnees Staihr disagrees with the use of short-term debt in 
calculating the debt cost rate, whereab witness Pard agrees with 
the w e  of ahort-term debt but recamends the c m r c i a l  paper rate 
as t h e  appropriate proxy for short-term debt .  Witness Draper uses 
forecasted prime rates aa the basiB for the short-term d e b t  coat 
rate.  W e  find that t h i s  I s  forward-lmking and therefore 
accept&le. For Sprint, the appropriate forward-looking cost rate 
for,debt i s l  7.43%. 

3 .  Capital Structure 

F o r  Sprint, witness Staihr recommend6 a market-value c a p i t a l  
structure ~ E I  the forward looking capital structure, This market- 
value capital etructure consiets of 83.028 eqyity and 15.98% debt. 
He calculatels thiB capital structure based on the market value of 
Sprint B debt and the market-to-bmk ratio for h i s  comparable group 
of companies. He notee that this resulting mrket velue is 
reasonable compared with the valueer suggested by recent IXC ' 

acquisitions. He also notes t h a t  hie recommended c a p i t a l  structure 
is conairstent with capital etructures presented to (or f i l e d  with) 
this  CommiBsion in recent UNF, proceedlnga in this docket, 

Z-Te5. witness Ford employe a capi ta l  s t r u c t u r e  consisting of 
60% equity and 40% debt based on this Commission's BellSouth UNE 
proceeding. staff  witneas Draper also recommends a capital 
structure w i t h  60% equity and 40% debt. Flc baeee this on our Order 
iasued in the BellSouth phase of t h i s  proceeding. He notes t h a t  
the average equity ratio for yalue Line' B telecommunications 
companies ie 63% 86 of November 2001. Also, C . A .  TJarn er Ut il i ty 
Remrts, a recognized financial publication, a t a t e s  t h a t  the 
average equity ratio f o r  telecommunications companies 3s 5 7 . 6 0 %  in 
2 0 0 0 .  

\ 
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Witness Staihr rebuts the capital  &ructure positions taken by 
witnesses Ford and Draper. Witnees Staibr believes that only a 
market-value capital structure is appropriate for calculating the 
forward-looking cost of capital .  He notee that wltnese Draper's 
coet of c a p i t a l  would be BAgnificantly higher with a market-Val- 
cap i t s l  etructure. Witness Staihr refers to authoritative sources 
t h a t  recommend market value c a p i t a l  Btructures in calculating the 
coBt of cap i ta l .  

We addres~ed the i s s u e  of an appropriate capital  structure in 
t h e  BellSouth phase of th ie  docket. For BellSouth, w e  noted that 
market-value capital etsuctures have not  been widely accepted and 
produce aberrant coverage ratios. See, O r d e r  No. PSC-OX-1lEZ-FOP-TP 
a t  pp, 185-187. The record in this ca9e continues to eupport the 
contention that market-value capital structures are not widely 
accepted. In  addition, a capital structure with 60% equity is in 
agreement with  Sprint ' B  target book value capital etructure, which 
it U B ~ S  for planning purposes. W e  infer from t h i ~  that a 6 0 %  
equity ratio for S p r i n t  i t 3  fomard-looking. The FCC doe8 not 
require the use of market-value capital structures in calculating' 
the forward-looking cost  of capital. For these reasons, we find 
that a capital structure for Sprint consisting of 6 0 %  equity and 
40% debt i s  appropriate. 

8 .  DECISION 

We find tha t  witness Drapqr's cost of cap i ta l  ie farwa 
looking. For Sprint ,  &e find a fojrward-looking cost of capital 
9 . 8 6 %  based on a cost of equity of 31.49%, and c o e t  of debt 
7.43% and a capital structure that I s  60% equity and 4 0 %  debt 
appropriate. The poeitions of the parties, a8 well a8 
determinatione, are summarized in the table below: 

, ~ d  - 
of 
of 
is 

our 
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’ witness wi tneas 
Staihr Ford 

84 .02% 6 0 %  equity  
equity, 408 debt 
15.98% 
debt 

p .  10 

~ 

Cost of 7.81% 
Debt 

Cost  of 13.10% 
Equity 

l Overall 12.26% 

’ Capital  
Cost of 

6 . 1 %  to 7.43% 
6 . 2 5 %  

10% to 11.49% 
10.1% 

8 . 5 %  9 . 8 6 %  
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I 
- -  - .. r- TABLE 7 ( c ) - l t  Sprint Coat of Capitrl S u m n a r y  

- .  

Capital 
Structure 

Approved I witness 
Draper 

60% ewity 
40% debt 

60% equity 
4 0 %  debt 

A. ARGUMBPJT 

7 - 4 3 %  

11.49% 

9 . 0 6 % %  

In h i s  direct testimony, Sprint witness Dickerson 8ta tea :  

Sprint’a filing ugilized the Federal  and S t a t e  income 
tax, s t a t e  a6 valorem tax, and the Regula tory  A B 8 e B m ” t  
Fee tax  rates currently in effect in Florida. The 
Federal and S t a t e  income t a x  and s t a t e  ad valorem t a x  are 
reflected In the specific inputs utilized in Sprint‘s 
annual charge factor development, which are contained in 
the  ACF section of the coat  study documentation. The 
Regulatory Assessment Fee Tax is included in the c o m n  
coet factor development and application. 

As s e t  fo r th  in WitnesR Dickerson‘s direct testimony, t h e  
federal income tax rate Is 3 5 8  and the s t a t e  income tax r a t e  i e  
5 , 5 % .  This reau l te  in a combined (composite) t a x  r a t e  of 3 8 . 5 8 % .  
A composite tax rate i a  used to account for t h e  s t a t e  income taxes 
t h a t  awe deductible for federal income tax purposes, Sprint also 
used an ad valorem tax rate of . 7 2 $ .  The ad valorem tax rate is 
calculated by dividing the property t a x  expense far Sprint by the 
beginning balance of property, plant, and eqcipment investment . 


