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BelSouth Telscommunications, Inc. RECOM s AND
150 South Monsos Strest HEFGHHNG

Talishasese, Flovide 32301
(404) 3350710

Legal Department

September 2, 1008

Mrs. Blanca S. Bayd

Director, Division of Records and Reporting
Florida Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee, FL 32368-0850

Re: muu.mw
Dear Ms. Bayé: |

Enciosed Is an original ana fifteen copies of BellSouth |
Telecommunications, Inc.'s Rebuttal Testimony of Dr. Randall S. Billingsley, Dr.
Robert M. Bowman, D. Daonne Caldwell, G. David Cunningham, Dr. Kevin

Consulting Group, Peter F. Martin and Dr. William E.

Duffy-Deno, Georgetown
Taylor, Mﬂﬂk“puﬁhhupww

A copy of this letter is enclosed. Please mark it to indicate that the
original was filed and return the copy to me. Copies have been served to the
paﬂhﬂmmmmmdm.
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CERTIFICATE OF SERVICE
DOCKET NO. 880696-TP (HBA786)

| HEREBY CERTIFY thet & true and correct copy of the foregeing was
served via Federal Express this 2nd day of September, 1998 to the

foliowing:

Esquire
Charles Beck, Esquire
Office of Public Counsel
c/o The Florida Legislat
111 W. Madison Street, Rm. 812
Tallahassee, Florida 32388-1400
Tel. No. (850) 488-8330
Fax. No. (850) 488-4401

Michael Gross, w +)
Office of the Attorney General
PL-0 1 The Capitol

Tallahassee, Florida 32308-1050
Tel. No. 414-3300

Fax. No. 488-6589

Hand '

107 West Gaines Street
Tallahassee, FL 32301

Tracy Hatch, Esquire (+)
ATET

101 N. Munroe Street, Suite 700
Tallahassee, Florida 32301

Tel. No. (850) 425-6364

Fax. No. (850) 425-6361
Richard D. Melson, Esquire

Hopping, Green, Sams & Smith, P.A.

123 South Caihoun Street
Tallahassee, Florida 32314
Tel. No. (850) 425-2313
Fax. No. (850) 224-8551
Atty. for MCI

Thomas K. Bond

MCI Metro Access Transmission
Services, Inc.

780 Johnson Ferry Road

Suite 700

Atlanta, LA 30342

Tel. Mo, (404) 267-6315

Fex. No. (404) 267-5882

Frnshut M. Post, Jr.
16001 S.W. Market Street
indiantown, FL 34858
Tel. No. (581) 587-3113
Fax. No. (561) 587-2115

Charles Rehwinkel
Sprint-Florida, Inc.

1313 Blair Stone Road,
MC FLTHOO 107
Tallahassee, Florida 32301
Tel. No. (850) 847-0244
Fax. No. (850) 878-0777

Carolyn Marek
VP-Regulatory Affairs

SE. ion

Time r Comm.

2628 Oid Hickory Boulevard
Apl 713

Nashville, TN 37221

Tel. No. (815) 673-1191
Fax, No. (615) 673-1182



Norman H. Horton, Jr., Esquire (+)

Messer, Caparelio & Self P. A,
215 South Monroe Street
Suite 701 !
Tallahassee, Florida 32301
Tel. No. (850) 222-0720

Fax. No. (850) 2244359
Represents e.spirem

David B. Erwin, Esquire
Attorne
127 Riversink Road
Crawfordvilte, Florida 32327
Tel. No. (850) 926-9331
Fax. No. (850) 926-8448
GTC, Frontier,
ITS and TDS

Floyd R. Seif, Esquire

Messer, Caparelio & Self, P.A.

215 South Monrce Street

Suite 701

Tallahassee, FL 32301

Tel. No. (850) 222-0720

Fax. No. (850) 224-4358
WorldCom

Represents

Patrick Wiggins, Esquire
Donna L. Canzano, Esquire (+)
Wiggins & Villacorta

2145 Delta Bivd.

Suite 200

Tallahasses, Florida 32302

Tel. No. (850) 385-8007

Fax. No. (850) 385-68008

Kimberly Caswell, Esquire
GTE Florida Incorporated
201 North Franklin Street
16th Floor

Tampa, Florida 33802

Tel. No. (813) 483-2817
Fax. No. (813) 204-8870

Jefiry J. Wahlen, Esquire
Ausley & McMullen

227 South Calhoun Street
Tallahassee, Florida 32301

Tel. No. (B50) 425-5471 or 5487

‘Fax. No. (850) 222-7560

Represents ALLTEL, NEFTC,
and Vista-United

Tom McCabe

“DS Telecom

107 West Fr-.oklin Street
Quincy, FL 32351

Tel. No, (850) 875-5207

Fax. No. (850) 875-5225

Peter li. Dunbar, Esquire
Barbara D. Auger, Esquire
Pennington, Moore, Wilkinson,
& Dunbar, P. A.

215 South Monroe Street

2nd Floor

Tnallahassee, Florida 32301
Tel. No. (850) 222-3533

Fax. No. (850) 222-2126

Brian Sulmonetti
WaorldCom, Inc.

1515 South Federal Highway
Suite 400

Boca Raton, FL 33432

Tel. No. (561) 750-2640
Fax. No. (561) 7560-2628

Kelly Goodnight

Frontier Communications
180 South Clinton Avenue
Rochester, New York 14646
Tel. No. (716) 777-7783
Fax. No. (716) 325-1355




Laura Gallagher (+)
VP-Regulatory Affairs

Fiorida Cable Telecommunications

Association, Inc.

310 N. Monroe Stree:
Tallahassee, Florida 32301
Tel. No. (850) 681-1880
Fax. No. (850) 681-8676

Mark Ellmer

GTC Ine.

502 Fifth Street

Port St. Joe, Florida 32456
Tel. No. (850) 229-7235
Fax. No. (850) 220-86808

Steven Brown

Intermedia Communications, Inc.
3625 Queen Palm Drive

Tampa, Florida 33818-1309

Tel. No. (813) 828-0011

Fax, No. (813) 820-4823

Harriet Eudy

ALLTEL Florida, Inc.
206 White Avenue

Live Oak, Florida 32080
Tel. No. (804) 384-2517
Fax. No. (804) 364-2474

Lynne G. Brewer

Northeast Florida Telephone Co.
130 North 4th Street
Macclenny, Florida 32063

Tel. No. (804) 2598-0838

Fax. No. (904) 250-7722

James C. Falvey, Esquire
e.spire™ Comm. Inc.

133 National Business Pkwy.
Suite 200

Annapolis Junction, MD_ 20701
Tel No. (301) 361-4288

Fax. No. (301) 3614277

=

Lynn B. Hall

Vista-United Telecomm.
3100 Bonnet Creek Road
Lake Buena Vista, FL 32830
Tel. No. (407) 827-2210

Fax. No. (407) B27-2424

William Cox

Staff Counsel

Flonda Public Sv=. Comm.
2540 Shumard Jak Bivd.
Tallahasses, FL 323989-0850
Tel. No. B50) 413-6204

Fax. No. (850) 413-6250

Suzanne F, Summerlin, Eeq.
1311-B Paul Russell Road
Suite 201

Tallahassee, FL 32301

Tel. No. (B50) 666-2288
Fax. No. (860) 656-5589

Kenneth A. Hoffman, Esq. ( +)
John R. Ellis, Esq.

Rutledge, Ecenia, Underwood,
Purnell & Holfman, P.A.

215 South Monroe Street
Suite 420

Tallahassee, FL 32301-1841
Tel. No. (850) 681-6788

Fax. No. {B50) 6B1-6516

Paul Kouroupas

Michael McRae, Esq.

Teleport Comm. Group, Inc.

2 Lafayette Centre

1133 Twenty-First Street, N.W.
Suite 400

Washington, D.C. 20036

Tel. No. (202) 739-0032

Fax. No. (202) 739-0044




Joseph A. McGlothlin

Vicki Gordon Kaufman

McWhirter, Reeves, McGlothlin,
Davidson, Rief & Bakas, P.A,

117 South Gadsden Street

Tallahassee, FL 32301

Tel. No. (850) 222-2526
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' BELLSOUTH TELECOMMUNICATIONS, INC.
'REBUTTAL TESTIMONY OF D. DAONNE CALDWELL
" BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
5 ;  DOCKET NO. 980606-TP
SEPTEMBER 2, 1998

A ,llvmib Daonne Caldwei. | am a Director in the Finance

'derwm Inc. (hereinafter referred
humwww My area of responsibility relates
to economic costs. My business address is 675 W. Peachtree St.,
N.E., Atlanta, Georgia, 30375.

Q. Are you the same D. Daonne Caidwell who filed direct testimony in

this docket?

PN Yes.
Q.  What is the purpose of your rebuttal testimony?

A *mmummhmmmwummmmm

Joseph Gillan on behalf of the Florida Competitive Carriers Assoclation,
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Don Wood on behalf of ATAT and MCI, and James W. Wells, Jr. on
behalf of MCI Telecommunications Corporation.

On page 18 of his testimony, Mr. Gilian states that the same cost
analysis should be used to determine universal service subsidy
m_umwﬂmm. Do you agree?

No. Vhile | agree that the relevant =.andard for both studies should be
W.Mmﬂhdudoﬂ.ldnmtlgmhnmm

‘analysis can accurately detennine the cost of both universal service

and unbundied network elements (UNEs). While there is nothing
wrong with using one model for both UNE costing and universal service
costing If the model accurately identifies costs for each, | know of no
model that curmently provides such flexibility. UNEs are wholesale

~ network elements while universal service is just that — a retail service.

By their very nature, the costs of UNEs are very different than the costs
dilﬁlm While BellSouth does not use one model to
mmmmm universal service costs, consistent
methodology has been used in caiculating the costs of hoth UNEs and
universal service. Both studies are forward-looking in nature and
employ consistent inputs. When two models using ccasistent inputs
produce costs for UNEs and universal service more accurately than
one model, there is no incentive to abandon accuracy provided by the
two just to have one inaccurate cost model.
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On page § of Don Wood's testimony, he states that Kentucky and
Loulslana have selected the HAI Model for universal service
funding. Please comment.

It is true that the Kentucky and Louisiana Commissions chose the HAI
mmmmm. However, Mr. Wood fails to
mention that while selecting the HAI Mogel, both Commissions rejected
the values proposed by the HAI sponsors for the significant cost drivers
in the model. For example, the Kentucky Commission Order in
Administrative Case No. 360 found that “some of the inputs that are
used in the default version of the HAI Model are reasonable and
accurate. Others will be changed to reflect the conditions in
Kentucky...” (trnphllhdt_:lﬂ}. While choosing the HAI Model as the
platform, the Kentucky Commission chose HAI Model input values filed
by the Georgetown Consulting Group on behalf of BeliSouth as the
mMmmnWmdmﬂ. This, of course
radically changed the outputs from those that were yieided by the use
of the Hatfield default inputs. The Georgetown Consulting Group has
also filed rebuttal testimony in this docket which discusses why the HAI
Model's national default inputs as proposed by AT&T and MCI are
inappropriats. Examples of Georgstown Consulting Group’s input

Tl b 0
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_values selected by the Kentucky Commission in lieu of the HAI default

values are:

| Distribution Cable Investments, Fiber Feeder Invastments,
WFMIW. Underground and Buried
mmmmmwm cement Costs,
Outdoor Serving Area Interfaces Investments, Copper 3nd Fiber
Feeder Fill Factors, Buried Cable Jacket Multiplier, Network
interface Device Costs, Digital Loop Carrier Costs.

'me,uwcomwmudwmmmm
the following footnote,
"The Commission acknowledges that universal service models
will continue to evolve while the FCC continues to investigate
crucial aspects of model design and the mode! developers
continue their work. Therefore, the Commission may, in the
future, reconsider its decision of the model to be used.”
This is certainly less than the ringing endorsement implied by Mr.
Wood.

The Louisiena Commission, in Docket U-20883 (Subdocket A) also
MMMMuhmmmmuﬂMIW
costs, However, the Commission not only rejected the HAI default
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input values for all of the significont cost drivers, but then made
*adjustments” 10 the output of the HAI Model even when used with the
Commission's input values. In other words, while on the surface
"seiecting” the HAI Model, the Louisiana Commission in reality did not
accept the model's output even when used with their own input values!
Again, the "bottom line” result was drastically different than what was
advocated by the Hatfleld proponents in the case.

Not surprisingly, M. Wood doss not menfior that the BGPM 3.1 was
selected over the HAI Model in two o her states in BellSouth's region.
mﬁcum.h_hmm.mmmmmu is
more reasonable, more accessible, and more appropriate than the
Hatfield [HAI] Mode! for determining the forward-looking economic cost
of providing universal service in North Carolina.” In its May 6, 1998
Order, the South Carolina Public Service Commission stated: “after
careful consideration of the evidence presented on this subject, the
Commission concludes that BCPM 3.1's network design is superior to
HM 5.0a's" and adopted the BCPM 3.1 as the universal service model
for that state.

Mr. Wells spends & great deal of time in his testimony discussing
the HAI OSP Engineering Team. How does the process utilized by

G-
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this team differ from the process BellSouth utilized in establishing

BeliSouth's BCPM 3.1 cost inputs are based on actual experience in
terms of material prices paid and actual labor costs incurred by
BellSouth. These actual costs have been projected forward, to include
adjustments for inflation/deflation as w= !l as productivity improvements,
to reflect the forward-looking ecoromic costs, of providing service to
customers in BeliSouth's Florida territory. While the HAI Model OSP
Engineering Team certainly has a number of years of experience, no
one, regardiess of experience, can better estimate the costs of
providing service in BellSouth's territory in Florida than BeliSouth’s own
engineers and BellSouth's own actual cost records. As Mr. Wells

‘admits on page 12 of his testimony, “The input values to the HAl Model

were derived directly from the judgment of the OSP Engineering
Team." (emphasis added). In other words, the HAI input values are
based on their team's opinions as to what costs should be on a
nationwide basis in contrast to BeliSouth's BCPM input values that
reflect realworld costs in Florida.

On page 19 of his testimony, Mr. Wells states that HAI national
default OSP Input values produce results appropriate for Florida.
Do you agree?
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No. The Florida Public Service Commission, along with other
wmhmm are well aware that costs

. wybyﬂ. Forllutrlunn BeliSouth typically files state-specific

L) .._4_

costs in support of tariff flings. A prime example of this is the Florida-
mu&mmwm Varying only a few categores of
MMWM}WM default user adjustable
mmﬂmmmmuuuurm
m,&.nru.owmdmmwmuumsm

mmmmm depre<iation lives and salvage, cost of
MMMEMOMTMMMWMNI

reglonial labor adjustment factor. On *he other hand, BellSouth has

input over 10,000 BeliSouth-specific input values into CPM 3.1 which
result in a cost that is specific to BellSouth's territory in Florida.

Wr. Woells recommends the use of a “best In class" approach to
mmmlimmrMMHnlmm
“benchmark”, or lowest cost provider cf a particular item, and
then emulate that company's costs, |s this a realistic approach to

developing coat inputs?

Absoiutely not. In realiity, BeliSouth awards master outside plant
mm-mw:mwmmmtm
mmwmwummmmm“- The
confractor selected by BeliSouth will be the one providing the best

.7




L4, E N Lo L

o @ =~

25

provide the quantity needed by BellSouth in a timely manner. On any
given master contract, the selected contractor may not offer the lowest
price for each arid every lem in the contract, but does provide the best
overali value to BeliSouth.

Mr. Wells' proposal can be looked at in two ways, neither of which is
realistic. One way of looking at Mr. Wells' proposal would resuit in
mmmm many differer! contractors on a single
job. ﬁwﬂm.mwmwmm“mm
mmmmmm-m and purchase installation of the
m_m_mmmm-mmmmmw
install the pole. Every job would require coordination with multiple
ocutside plant contractors providing various parts of the job. The
second way {0 inferpret Mr. Well's proposal is to efroneously assume
that the one contractor who wins the bid to provide services to
BeliSouth in a given area will offer the lowest price on every item of
plant.

Neither option is achievable. It is not realistic to expect to be able to
pick and choosa the cheapest plant items among multiple contractors
within a given geographic area. Neither is it realistic to expect to ever
get one contractor to be the low cost provider on every item offered in a
contract. Therefore, Mr. Wells' proposal of a “bes! in class” approach
to establishing input values is not a realistic method for determining
cost study inputs that reflect real world, forward-looking costs.

8-
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