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'PLEASE STATE YOUR NAME, POSITION AND BUSINESS

Mo e
"::'1.-\.;'_-:'-‘- -

i

My name is Michael J. Majoros, Jr. | am Vice President of the
economic consulting firm of Snavely King Majoros ©'Connor & Loe,
Inc. ("Snavely King"). My business address is 1220 L Street, NW.
Suite 410, Washington, D.C. 20005.

ARE YOU THE SAME MIHAEL J. MAJOROS, JR. WHO
Wrmo DIRECT TESTIMONY IN THIS PROCEEDING ON
AUGUST 3, 19087

Yes, | am.

~ DID YOUR DIRECT TESTIMONY CONTAIN A DESCRIPTION OF

YOUR BACKGROUND AND EXPERIENCE?

- Yes, itdid.

WAS THIS TESTIMONY PREPARED BY YOU OR UNDER YOUR
DIRECT SUPERVISION?

Yes it was. | should note, however, that this testimony and its
analytical framework draws heavily upon work performed by myself
and others at Snavely King on behalf of AT&T, MCI and AT&T
Canada LDS for use in other proceedings.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

~ In this testimony, | respond to the proposals of BeliSouth, GTE and

wﬁnumﬂﬂnwmmwm

_.Mmmmhmadhmww
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pursuant to the Universal Service Order of the Federal

PLEASE SUMMARIZE YOUR FINDINGS.

In my direct testimony, | explained that the FCC requires that Total
Element Long-Run Incremental Cost ("TELRIC®) methodology be
used 10 estimate e cost of universal service.” | aiso found that the
projection lives and futie net salvage percents prescribed by the
FCC are consistent with the FCC's Universal Service Order and
appropriate for use in calcuiating depreciation. | recommended
projection lives and future net salvage percents prescribed in 1995
by the FCC for BeliSouth-Florida and GTE-Florida. | aiso
recommended lives and future net salvage percents for Sprint from
the low end of the FCC ranges.’ * Since several of the lives
proposed by BellSouth, GTE and Sprint are much shorter than
those prescribed by the FCC in most major accounts, | conclude
that they are too short to be used in universal service cost studies.
The use of unrealistically short lives would overstate the cost of
universal service and the subsidies necessary for its preservation.
HAVE YOU COMPARED THE LIVES AND FUTURE NET
SALVAGE VALUES PROPOSED BY BELLSOUTH, GTE AND
SPRINT TO THOSE CONSISTENT WITH THE FCC'S RULES AS
REFLECTED IN YOUR RECOMMENDATIONS?

* Yes. | have. On Attachment MJM-7, | compare the proposals of

2
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BeliSouth, GTE #nd Sprint (Column d) to my recommendations.
The life proposals of BeliSouth, GTE and Sprint (Column d)

_ 'hmm digital circuit and the outside plant accounts

are generally much shorier than the latest FCC prescrived
projection lives (Column c).

HOW DID BELLSOUTH, GTE AND SPRINT DEVELOP THEIR
LIFE ESTIMATES?

o :WNHW'?MWWW which attempts to
-.Mﬂﬂpluunbyrar.utmwmmmpmnld
; m GTE and Sprint relied upon substitution analyses

performed, by Technologies Futures, inc. (‘TFI"), whose industry

(LECs") fo justfy shorter lives in reguiatory depreciation
m‘ TFli's otudies are sponsored by the
Telecommunications Technology Forecasting Group (“TTFG"), an
mmmm.amsmwmm

“LECs in the United States and Canada. BellSouth aiso used to rely

on TFl and at one point convinced this Commission to rely on TFI
as weli, However, that rellance has been shown to have been

- WHAT ASSUMPTIONS UNDERLIE THESE STUDIES?

These studies are based upon the premise that LECs will replaco
MMMIM telecornmunications networks with broadband

3
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Integrated networks capable of providing both telecommunications

\ ﬂ}mmmm such as cable television, According to
' .;mmm-m-mo-maprrmammwm
' -_ummwm This will result in the upgrading

-ddWMthwm
mmmmwmmm
-_'mmudmm T ansfer Mode ("ATM") switching squipment will
m 8 broadbend. sviching capabity. repiacing todeys
am TELRIC COST STUDIES BE BASED UPON
Ammm SUCH AS THOSE UNDERLYING THESE
ESTIMATES?

No. TELRIC js beted on the use of the most effcient
telecommunications technology currently available and the lowest
m-mmﬁuum.gmmmmmumnfm
incumbent LEC's wire centers. The TELRIC standard requires a
determination of the stand-alone cost of unbundled network

elements in an efficient telecommunications network.” The plant

 lives appropriate for such a caloulation should not be based upon

the assumption that efficient telecommunications facilities will be

 promaturely refired in order o provide broadband video services.
- ThFGﬂhumwmmﬂﬂnmuﬂm

me ﬂ_nﬂhOthw. The FCC states:

4
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Facllities upgrades and accelerated replacement of
| okder facilies might also be undertaken primarily for
the beneft of unreguiaied service offerings. The
" princles adopisd n the Order dictates that such
costs be excluded from the regulated accounts.’
':'m““ﬂ-*mwwmummmum

?"ffmmmmmmmmmud

mmwuwwwmm

18 THIS DISTINCTION BETWEEN TELECOMMUNICATIONS
""‘mmmmmmﬁm?

No. The Canadian Radio-Television and Telecommunications
Commission ("CRTC") draws the very same distinction. The CRTC
Mmmn— Competitive (nor-regulated) and Utility
(regulated) segments, and states:
The Commission finds that, in general, the most
W"W"" regulatory treatment for broadband
initiatives ia to require the telephone companies to
assign fo the Competitve segment all new
investments and related expenses associated with
- the deployment of fiber, coaxial cable, optoelectrical
mmm asynchronous transfer mode (ATM)
switches, and video servers.’
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" The Commission does not foresee any instances
where it would be appropriate o have fiber or coaxdal
'&ﬁuh&nmmﬂmmmm
h“mw

Q. m m LIVES RESULTING FROM THE US: OF

WW ANALYSIS NECE 3SARILY ACCURATE?

‘Ih Manlemm"mdhr
_'.,:-_fsjmwmhMofnmmmummm
.':.Mﬁum-um The output of a substitution
” ";'mhuwum-u-mm

In the first place, substitution analysis is not even relevant
:.ﬁﬁlh___ﬂmu'pﬂlmm\olowwmmm,nm
ﬂwﬂmm It appears, for example, that
Asynchronous Transfer Mode ("ATM") switches will be deployed as
a supplemental technology to digital switches, not 8s a
replacement for them. As such, substiution analysis is of no
relevance. This heips 1o explain low retirement rates for digital
switching equipment.

indeed, sven when a substitution has started, it does not

MWMIﬂhhhmmmpm It appeared

uﬂﬁuhw,ummmmmm
in elecirical generation in this country. The use of substitution
4 ;
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wn-ummmonhmuy the formula requires the

| 'mhmmunmutmmmmnm

mmmﬂmmmdmm.
MMMMWMMII“MMW
remalning life of t» old technology, since this is essentially the 50

mimlut the new technology. Although substitution

methodology aliows the preparation and presentation of impreseive
looking charts and tables, K is merely charting the assumptions
made by the analyst. Its outputs at the hands of BellSouth or TFI
are 10 more credible than their inputs.

HAS SUBSTITUTION ANALYSIS PROVEN ACCURATE OVER
No. AMhough TFI forecasts have been provided 1o the FCC for

.~ hearly a decade, they have not heen relied upon in the selection of
 plant projection fives. Fatina K. Frankiin, the Chief of the FCC's

wmm.rwmummmmm

:'MMthdWPmmh
| subject of forecasting. The charts from her presentation are
" provided as Attachment MJM-8. Charts 3 and 4 deal specifically

with TFl's estimates. Chart 3 demonstrates that TFI's 1089

;WMMMdmme
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. grossly inaccurate. The percent of 1087 circult equipment
~ Suniving es of the end of 1996 is nearly three times as great as
 that predicted by ts studies. Chart 4 demonstrates that its 1994
.m_hmwmmmmzm
mm-mmpmmmmm

Attachment MJM-0 provides a similar analysis of TFI's fiber

In the feeder sstimates. Page 1 of this analysis shows its

mmmmmummmmmm 1994 and

..'wnr wmmw;mh 1995. In 1988 TFI predicted a

~ substitution of 22.55 percent by 1995; in 1094 hs prediction

dropped to 11.20 percent; and its latest study shows an actual of
030 percent. Pags 2 graphically portrays this data and
demonstrates how TF1's ife estimates have lengthened as actuals
HAS BELLSOUTH'S USE OF SUBSTITUTION ANALYSIS
PRODUCED ESTIMATES MORE ACCURATE THAN TFI'S
No. Attachment MJM-10 o this testimony reproduces the “tracking

_reports” filed by BeliSouth as part of its most recent 1998

Depreciation Study. The FCC requires these reports to shed light
on the accuracy of past forecasts by a LEC. Actual retiremants
from 1993 to 1095 as a percent of retirements forecast in 1993 for

: hMMﬂMWmum
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Aerial Cable Metal 32.3%
Underground Cable Metal 11.1%
Buried Cable Metal 23.6%

mmmmmmmums

' mhmuwmpmipﬁonimm

P

.L_mmmwm.'rm “SPECIFIC INFORMATION?
'--'m mmn s @ comparison of the TF! predictions

wmwwm-mm

PR
m“hmm 020485-TL. The table

demonstrates that TFI was wrong by over $800 miilion. The

' r-'nli'dng lives based on TFI's forecast were equally as wrong.

ARE THE LIVES PROPOSED BY BELLSOUTH, GTE AND
SPRINT CONSISTENT WITH THE LIVES THEY USE FOR
PUBLIC REPORTING PURPOSES?

Yes. Apparently they are at least for BellSouth and CTE.

DOES THE FACT THAT BELLSOUTH, GTE OR SPRINT MAY
USE THESE LIVES FOR FINANCIAL REPORTING PURPOSES
MAKE THEM APPROPRIATE FOR TELRIC PROCEEDINGS?

No. Florida-specific FCC prescribed lives are available and should
be used in TELRIC caiculations. In a 1980 Petition, ATAT asked

the FCC to base its regulatory depreciation on its financial books. "
The FCC flatly rejected this request, stating:

" We conclude that ATAT has not made a
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sufficient showing that this Commission should base

. AT&T's book rates on the depreciation rates that it
~ uses for financial reporting purposes. Initially, we

observe that the present depreciation procedures

..:!I\‘_mhdﬂlllfofAT&T.hhﬂmulmhgm

 have allowed AT&T to inurease substantially its

depreciation reserve, from 24.8% of plant as of

" January 1, 1884 to 30.1% as of January 1, 1989,

ATET does not state in its petition in what specific

‘manner this Commission has been remiss in our
'M'WWNMnau.

Rather, it relies upon the fact that in 1988 it took a $8
billion writedown of its asset value for financial

feporting purposes. This event may Indicate that a

new look at AT&T's depreciation situation is
warranted, notwithstanding our recent depreciation
represcription, and we are accordingly initiating herein
an inquiry into AT&T's need for revised depreciation
rates. Hmvar that assessment can be

_ accomplished using current procedures rather than

mrﬂl methodologies that go well beyond
those that we have traditionally employed. We have
10
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taken & series of initistives durng the past decade to

ensure that carers are atle to adjust their

depreciation rates promptly to recover capital

Wm-::;ulddyummm

‘noty to abandon one of those initiatives to address

__ﬁ-WHMIWMMMN
© suggested by ATAT."

Q. HAS ANY MAJOR LEC CONCEDED THE BIAS INHERENT IN

Yes. .Thn lives I.lnd for financial accounting purposes are
("GAAP") of ‘“conservatism.” In the FCC's Prescription

principle "prefers the understatement (versus overstatement) of net

income and net assets where any potential measurement problems

exist." Most accountants wouild agree that the very nature of
deprecistion makes it a challenge to measure. GAAP, independent
auditors and the Securty and Exchange Commission, therefore,
might well prevent the LECs from understating depreciation, since
ummwmwmm it is highly

; M.m.mw«-mmmmumw

1



u-mquym for that matter) had overstated its
_mmnmmmwuuwdm
In l:o:mhw 1993 Order, the FCC agreed with GTE,
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" ihata campany doss not prese & mitiesding pcture
n uhwmmmmwm

WM!-MM&W
hm which would mislead cumrent and

wmmmm.mw.m

= L3

mﬁmmmmmmumm
income should be used. Although conservatism is
effective in protecting the interest of investors, it may
not always serve the interest of ratepayers.
Conservatism could be used under GAAP, for
ulml_t, to justify additional (but, perhaps not
“reasonable”) depreciation expense by a LEC to avoid
its sharing obiigation. Thus, GAAP would not
mmmmh%hmlm
eamings 80 as 1o avoid the sharing zone as the basic
12
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factor rango option. In this insiance, GAAP does not
offer adequate protection for ratepayers.'

*IN AN EARLIER CASE BELLSOUTH CLAIMED THAT IT HAS A

wmmmmm. IS THIS AN

' AGCURATE STATEMENT?

No. BeliSouth cinims @ reserve deficiency calculated on the basis
of fts financial book lives. On an FCC basis, using FCC prescribed
Fves, BeliSouth has a 1eserve surplus of $2.0 billion as of January

1, 1997.% BoliSouth reported a $450 mon surplus for Florids

BELLSOUTH COMPARES ITS PROPOSED LIVES TO THE

LIVES PRESCRIBEN BY THE FCC FOR ATAT IN 1994." DO
ATAT LIVES PROVIDE AN APPROPRIATE BENCHMARKY

No. Any comparison to lives prescribed for ATAT in 1994 is
irelevant because in 1694 ATAT was an interexchange carrier
(IXC"). The very same FCC Order that prescribed the lives for
ATAT in 1994 also prescribed much longer lives for thirteen LEC.
Clearly, the FCC recognized the difference between the

 appropriate lives for an IXC and a LEC. The FCC explicitly noted
" ﬁm'_hummshmwmmu

il
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stated:

We believe the underlying considerations that go into

estimating the basic factors are sufficiently different
13
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for the two groups [IXC and LEC] that they should be

considered separately."

The plant lives of IXCs are simply not appropriate for use in
calculating TELRIC for local service. The expected prodi:ctive life
of plant is largely dependent upon its specific use. To use an

extreme, but apt, analogy, the expected productive life of the
mmmhlh«mhmﬂnﬂmmﬁ:w

mmmmm Despite surface similarity, the usa

of plant by LECs to provide local exchange and exchange access
- service Is much different than the use of plant by IXCs to provide

IXCs are much less capital intensive than LECs, and thus

are able to economically replace their plant much faster than LECs
when the occasion demands. To service all homes and
businesses in the Nation, an IXC neede only about 150 switches
and 100,000 sheath kilometers of cable."” To gain the same
ublquity for local exchange service, the LECs require over 23,000
switches and 6,000,000 sheath kilometers of cable.™ No matter
how motivated the LECs may be, the sheer magnitude and
complexity of the replacement effort ensures that replacement is a
long, drawn-out process. This difference also helps explain why

mbu-dwﬂﬁm came quickly to the interexchange
.mehubunp-mfuirrmwhmmummm.
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The key investments in TELRIC proceedings are local loops
and end office switches. The IXCs have neither local loops or end
office switches in the plant they cumently depreciate. If and when
they establish end office switches and local loops, it would be
reasonable for the IXCs fo look to FCC prescribed lives for LEC
end office switches and local ‘'vop plant as benchmarks. Similarty,
it would be reasonable for BeliSouth to look to IXC lives for its
interexchange plant. It s not, however, reasonable o use IXC lives
for local plant, or vice versa.

MIATEFFEOT WOULD THE USE IN TELRIC CALCULATIONS
OF PLANT LIVES WHICH ARE UNREALISTICALLY SHORT
HAVE ON UNIVERSAL SERVICE?

The use of unreaiistically short lives would overstate the cost of
universal service and the subsidies necessary for its preservation.
BASED ON THE DIRECT TESTIMONY FILED BY THE ILECS IN
THIS CASE, DO YOU BELIEVE ANY ADJUSTMENT IS
WARRANTED IN THE RECOMMENDATION YOU GAVE IN
YOUR DIRECT TESTIMONY?

No. | sfill believe the depreciation rates | recommended in my
Mu&mmmmmwmwuumm
proceeding.

- DOES m CONCLUDE YOUR TESTIMONY?

ks, b=

Yes, it does.
' 16




_ ' Federal-State Joint Board on Universal Service, CC Docket No.
86-45, Report and Order, FCC 97-157, released May 8, 1997 ("Universal
Service Order”).

'mniroa.pp.i.
*id., p. 11,

* Simplification of the Depreciation Prescription Process, CC
Docket No. 92-288 ("Prescription Simplification”).

* Direct Testimony of G, David Cunningham, page 5.

* Testimony of Allen E. Soverei;;i, page 16, and Testimony of Kent
W. Dickerson, page 8

" FCC, Implementation of the Local Competition Provisions In the
Telecommunications Act of 199¢. CC Docket No. 96-98, first Report and
Order, FCC 96-325, released August 8, 1966 (August 8 Order”), Appendix
B ("Rules®), § 51.505 (c)(2)(A).

* Separation of costs of regulated telephone service from costs of
non-regulated activities, CC Docket No. 86-111, Report and Order, FCC
86-564, released February 6, 1987, paragraph 115,

* CRTC, Implementation of Regulatory Framework - Spiitting of the
Rate Base and Related Issues, Telecom Decision CRTC 95-21, 31
October 1905, pp. 34-35.

“id., p.35.

"' The Modification of the Commission's Depreciation Prescription
Practices as Applied to AT&T and The Prescription of Revised ATAT
Depreciation Rates, Petition of American Telephone and Telegraph,
February 15, 1086,

¥ id., Memorandum Opinion and Order, FCC 89-325, adopted
November 22, 1989 (footnote deleted).

" Prescription Simplification, Comments of GTE Service

Corporation and its affiliated domestic telephone operations companies
(“GTE"), March 10, 1993, p. 14,

“ Prescription Simplification, Report and Order, FCC 83-452,
ie



released October 20, 18063, para. 46,

- ¥ Attachment MJM-12 to this testimony summarizes the Statement
C Reports filed by BellSouth with the FCC last year.

* Cunningham Testimony, page 9.

' Prescription Simplification, Notice of Proposed Rulemaking, FCC
92-296, released December 29, 1962.

" 1894 FCC S.atistics of Common Carriers, p. 159,
"id.
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Sprim-Flerida, inc. Undversal Sarvice
Daprecistion Paremeter Comparissn
Florids Docket No. $80886-TP
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2112 Motor Vetucles T8 s T8 100 200 10.0

2114 Spec. Pum. Vehicies 120 10 120 00 100 00

ans Garags Work Eqpt 120 AL E] o 00 100 0.0

2118 !i! & 120 180 120 i1 ] 100 00

2121 Buidings 1 NA WA WA WA NA WA

22 P 0 W0 1D 00 00 00

2201 Ok Suson Bt 0o 180 100 o0 100 00

21202 CoCommEgt 70 w00 70 40 100 80

2124 _E_..I-!lui 80 00 00 80 00
2217 Digial Swiching .
2220  Opeestor Symema
2 ResoSysens
2230 Oigihal Cisout

51 Putiic Telophones
2362 Other Terminai Equip.
2611 Poke

Fr R Agrisl Cabi - Mat

24212  Aeral Cable - Fiber

wo 180 09 50 oD
10 8o 00 0 g0
18.0 90 4.0 a0 4.0
130 1o 09 s
100 T0 00 100 oa
a0 80 80 80 50
- 20 F=R] -T40 500 T80
280 00 30 100 30
o ®no 280 +10.0 5.0

gt eeEEREEREC SR LE
5

24221 Underground Cabile - Met 280 30.0 40 -30.0
24222 Underground Lable « Fiber 200 280 200 48 200
24201  Bured Cable - Mai 20 200 400 00 100
222 Busied Cable - Fowr 200 30 100 0
24241 Submarine Cabie - Met 20 a0 40 0o 40
24242  Svbmanne Cadle - Fiter 00 Mo 40 00 50
24261 inrabidg Cable + Met #mo 20 300 40 -30.0
24202 imrabiag Ceble - Fber 20 0 150 0o -15.0
. 0.0 5.0 400 00 100

2441 CondutSystems

Souroe: Cole. &, B, 8, f # FOC Docket No. 92-25¢ Orders relsssed 872094 and S/495
Cot ¢ = Column (8)
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ATTACHMENT MIM-8

PAGE 2 QT 8
LIFE SPAN OR FORECAST METHOD

1. Large Individual Identifiable Units
2. Forscast Of An Individual Retirement Date Or Overall Life Span

3. Life Span - Yrs. From Avg. Dat. Of Placing To Avg. Date Of Retirement

4. Future Additions Are Intagral Part Of nitial Installation

ANALOG ELECTRONIC SWITCHING
(INDIVIDUAL RETIREMENT DATE)

Location Equipped Year Book  Est Date Of
Name Ivpe Lines  Placed investment Rstirement

Springfield 1A 50,000 1879 16,000,000 1999
Paris 28 10,000 1980 2,500,000 1998

Lexington RSS 1000 1984 £00,000 1897
Total or Composite 61,000 1979.3 18,000,000 1898.8

DIGITAL ELECTRONIC SWITCHING
(OVERALL LIFE SPAN)

Location Equipped Year Book
‘Name Type Linss Placed Investment

Jackson EESS . 86,000 1985 20,000,000
Gainesville DMS-100 8,000 1887 6,000,000
Lexington RSS 200 1880 300.000

Total or Composite 85,200 1985.6 25,300,000

Est. Avg. Retirement Year = 1985.5 + 20 Year Span = 2008.5




ATTACHMENT MJIM-B

PAE Rl 2

PRODUCT LIFE CYCLE

Year

1894
1996
1996

Total

1987
1998
1988

Total

Company A
Buried Metailic Cable

4984 Study 1997 Study Beg of Year

Forscast  Actusis/Forscast Investment

214.9 229.3 (A)

140.5 183.5 (A)

441.9 445.4 'A)

434 332(F) 221.3
41.0 132.8 (F) 188.1
448 S83 (R 583
129.0 221.3 (F) 464.7

Awmmmuﬂﬂﬂn-1&4.?11:1.1-&5-1.!?“:-

1994
1985
1896

Total

Company B
Aerial Metallic Cable
1991 Study 1994 Study 1997 Study
Ecracast - Eorecast Actuals
7418 5,887 3,832
10,318 7,532 3,818
12,897 2.037 - 3,480
30,433 22,456 10,840

=2
BY
B



ATTACHAMENT wvJIM-8
PAGE 4 OF >

Chart 3

Substitution Analysis 1

OBSOLESCENCE OF CIRCUIT EQUIPMENT-ALL CATEGORIES
SURVIVORS REMAINING FROM 1987 INVESTMENT

Technology Futures Inc.* Percent Surviving From
End Of Percentage FECC Carriers Reviewed In

1987 100

1988 20

1989 83

1990 73

1991 62

1892 53

1993 4d

1994 35

1993 27 60.6

1£96 21 §9.2

ARL (As of 1-1-89) = 6.3 Years

. * Technological Substitution in Clrcult Equipment
For Local Telecommunications
Copyright 1989, Technology Futures, Inc.
# Includes NET, SNET, US West, GTE- South & GTE-SW

" @ Includes Southwestern Bell, Cincinnatl Bell & US West



: ATTACAMENT MJIM-8

PAGE S OF 3

S_ubstltutlon Analysis 2

Non-SONE"l' Circuit Equipment Suivivors

Technology Futures Inc.* Percent Surviving From
End % Of19%4 Carriers Reviewed

of Investment By ECC Staff In.
Year Surviving 06 2 1997@

1894 100

1995 89 97.6

1886 78 93.7
ARL (As of 1-1:66) = 3.7 Years

Analog SPC Survivors
* Parcent Surviving From

End % 0Of19%4 Carriers Reviewed
Of Investment By FCC Staff In
Year Surviving 1896# 1997@
1954 100.0
1996 82.1 88.0
1996 58.8 84.1
ARL (As of 1-1-86) = 2.8 Years

*  Deprociation Lives for Telecommunications
Copyright 1998, Technology Futures, Inc.

# Includes NET, SNET, US Waest, GTE-South & GTE-SW
cmw‘gﬂ.mum;m West

2
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Attachmant MJIM-9
Page 1 of 2

COMPARISON OF TFI'S FIBER FEEDER FORECASTS
(PERCENT OF CIRCUITS SERVED BY FIBER CABLE)

.rm":_;_ TFI's TFi's
1988 1994 1987
End-of-Yaar En:glﬂ Foracast Ecrecast
il

1982 0.0 0.0 0.0
1883 0.1 0.1 0.1
1964 0.1 0.1 0.1
1085 04 04 0.4
1” n.? . utT 'J.f
18487 11 11 11
1988 1.6 1.8 1.8
1589 22 22 2.2
1660 3.4 a1 a
1901 5.1 18 3.7
1982 78 5.1 4.9
1003 11.1 6.1 8.1
1994 18.0 B3 T4
1995 : 228 11.2 9.3
1998 a0s8 15.0 124
1997 40.4 19.4 14.4
1868 508 248 19.5
1999 812 30.8- 239
2000 706 380 2900
2001 785 458 M6
2002 B4 8 530 408
<003 B9.5 616 AT S
2004 829 68.5 E48
20056 a5.2 748 819
2006 988 80.0 69.1
2007 7.9 B4.7 75.6
20038 g8t B88.7 B1.1
2000 : 8.1 819 BS 8
2010 843 BO.7
2011 98.0 2.8
2012 97.3 949
2013 98 .4 085
2014 96.1 98.2
2018 86.5 99.2

Note: Boid indicates actual industry percents at the time TFI projections developed.
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TRACK RECORD

Actcachnent -~JM-

fage .

[

of 1

SedScuth Tewcomrmucats~y
Sanerm Zacw

Apscamaent §

Page ' 3t &

COMPARISON OF ACTUAL RETIREMENTS AND ADDITIONS

TO THE 1890 AND 1993 DEPRECIATION STUDY FORECASTS

Rgoremerm-ienal Cabie Metal

11.08
31,658

1327
11,913
12507
38,747

10828
11,480
L7

13,6C7
14,187
40,810

§6.117
88,798
§1.483
176,400

18,524
19.008
22.488
§7.018

89,337
108,421
288,040

6,750
T2%

23,586

24,608
30,447
31,427
86 +80

Percent
Percent Change  AShievement

28.3%
21.™%
22.8%

351%
20.0%
1.1%
128%

30.2%
36.8%
232%
30.6%

41.5%
38.2%
47 5%
41.3%

Mo%
1%
29.5%
2.3%

T3yt 2§ 19



Termsasse

Achvity  Study Stugy
Y

w8

1668

1983
1684
1088

192
1984
1908

1993
1984
1998

19683
1864
1968

1984
1988
Totais

i gt e sl L

Paze 2 of 1

BeiSout TemcTmmunCISSNS

.9%
13.1%
LaT%
10.5%

1.7
16.7%

5£T%
11.1%

11T%
17.0%

T.1%
12.1%

10.4%
11.9%
2.2%

Serery —aDwm
Amacnman §
Pagel M8
TRACK RECORD (cont'd)
Recremena-Uncergroung Catw Meml
(S0Cu)
1890 1963 Percam Changs Acugvement
2

A L | e Deia

a.807 13,498 ' AS2 158.0%

§.882 16.383 2889 184.5%

144 18,158 87 209.9%
884 49,04 T218 184 3%

§312 8.214 458 1T1.5%

4,801 10,788 84 195 T%

aTn 12288 945 21E2%
18,924 s 1,998 188.2%
1347 2,908 115 175.4%
14,178 7 489 1603 183.8%
14,796 30,932 2™ 209.1%
42.99% £2.308 8,083 163.2%

313m8 6.100 716 180.7%

1582 T.042 1.178 158.3%

3788 7.961 457 212.0%
10.883 21,103 2348 167.5%
11,840 10,648 2376 160.2%
11,687 21,084 iam 180.5%
11,703 23,445 1.881 200.3%
35,030 63,187 7.618 180.4%
42 563 71,383 7.388 167.7T%
43778 .74 11.510 189.0%
45,109 83,021 8.642 200.0%

131480 247,908 27.540 188.9%

H TR

11.1%
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Pase 1 21

FelScum TeecammunicEIsay

Senern Sase
Azgenmant §
Page Safd
TRACK RECCRD (cont'd)
Reoremera-Bunec Caoe Meml
(3000)
Percam
_ 1990 1583 Percamt Change Achigvement
Acovity  Stuay Stugy 1660-1983 Aczuais vs 1952
—tenr  Forgcamt s
g A B c D= A E=CB

Alatara 1983 18678 243 5578 130.0% 24.5%
1884 19.625 23333 8.680 154.0% 20.5%
1998 20819 18411 8,648 1T8.6% 19.°%
Totls 88,920 8o i1.514 154 5% 23.™%
Kreucky 1993 g983 1141 3,118 131.7% 29.3%
1984 I 1m 3418 142.T% 29.8%
1908 9.748 14,858 1™ 152.4% 5.5%

Towmls .42 40,082 10,224 142.8% 25.0%
Loutsinng 1983 28418 38681 10.001 124.1% 250%
1904 0003 244990 e 180.0% 20%
1985 31,084 851,188 g.708 181.7T% 17.0%

Towis 90088 134883 28,608 148. 7% 21.2%
Missssiopl 1993 13678 24,014 8534 175.8% IT2%
1684 14 286 it e b 208.9% 20.0%
1996 148857 WUTO 8,841 223.6% 25.5%
Tomis 42 521 B8.07T8 22,008 208.7T% 20.1%
Ternessas 1988 W8T WM 8.967 180.5% 25.1%
1804 20609 41,417 11188 - 200.8% 27.0%
1688 21,438 48,531 §.140 218.9% 19.5%
" Totsls 81,888 124120 3293 200.8% 22.9%
Cormpany 1983 89572 1485 34 598 150.3% 25.T%
1594 83914 158481 40,817 169.8% 25.6%
1998 SAXIT 184084 37.435 107.2% 20.3%
Totnls 281,813 470,144 112648 189.7% 216%

¢ Forecasad 1965 ' Yoo wy iRt
345% :



Attachment MJA11
Pege 1 of 1
COMPARISON OF BELLSOUTH'S METALLIC CABLE FORECAST 70 ACTUAL RETIREMENTS
{BeliSouth of Flonda - Docket Mo, 020385-TL)
BasGoutn Totad FRatrements MNormal
of Flonda Actual Associated With  Retiremants
Ratirament Bocked Humcans Forocast
Eorecast Astitarnents Andrme Andeew Eroe =
($000) (5000} ($000) ($000) (%)
{m) ) (= (dmb-c) (on{a-dia
Astisl Cable - Metalllc !
1962 , Bl 2228 z2sm 20,851 24.9%
1993 T 26004 14 802 12,332 38.1%
1904 9,343 0 9,43 B14%
1965 a2 12,840 [} 12,840 4.0%
1968 »nra 8,998 o B8998 T4 %
1997 Frd oo - 0 Azl 770N
58 0%
Underground Cable- Matallic
1002 am 10408 » 10,450 TES%
1083 sans 19402 z 19,181 84.0%
1994 &1.015 14,843 1] 14,045 T8
1986 T4 54 11,837 0 11,837 B4.1%
1960 B1.990 81 0 8178 p25%
1907 B2.I08 ifes * @ 4808 95.5%
Totais for Years 1092-190) 299,574 86,455 200 66,106 B3.4%
1962 £7.298 22881 ™ 22.008 82.1%
1993 AT nm 4438 17,8458 TE A%
1904 p7.Al2 23,508 0 23,500 TE9%
1998 119,162 20,128 0 20,138 8%
1 135,835 21,445 0 21,445 B4 ZY%
1007 w2z 15800 ° 0 15800 89.0%
Totals lor Years 1082-199" 629,07 125.850 5,221 120829  808%

associated Proction Life 15.0 Yoars

Tots! Metellic Cable : 81,184,412 $202 348 £22 060 $259 088 TeI%

* Fomcast Actvity, Tastmony Dockel No. 980808-TP, Table A's .

** Positive vekae indicates l“m.m—nmﬂmmhhwmnnlmwm

o RSN BT L



Summary of Reserves On FCC Basis

L e

(Dollars in Thousands)
BellSouth
198 Book Theoretical

State investment m Percent  Reserve  Percent Surplus  Percent

a c=b/a d e=d/a f=b-d g=t/a
Alabama 4495450 2305080 51.3% 2049569  456% 255511 5.7%
Florida 11221015 5913028 527% 5462663  487% 450,364 40%
Georgia 8546417 40285198  50.1% 3951720  462% 333,478 39%
Kentucky 2468479 1253552  50.8% 1,116,112  452% 137,440 5.6%
Louisiana 4533080 2597514 67.3% 2,307,926  509% 289,588 6.4%
Mississippi 2980021 1606380 537% 1437854  481% 168,527 56%
North Carolina 4788910 2355183  492% 2230763  466% 124420 26%
South Carolina 2918692 1497967  513% 1442795  494% 55172 1.9%
Total 24147009 515% 22175557  47.3% 1,971,542 42%

46,871,174

Source: Carrier submissions pursuant to Section C-1 of Depreciation Study Guide

8/24/98 - Snavely King Majoros O'Connor & Lee, Inc.
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