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1: \.':: .. 1. J l r~h.lplC J 1..!0, Flotida !il.llute:t , .lnJ sl:~ tU lt • ·l , J ~· ·u t y 
1 t:- • .,.s .:H.t: Vt'"':"'tld and pdrttcipat'' ' 1n thf' p : "'\. .... ~ •\ ll n J. lh•·l• ~oo• •·· 
:,, t:lJ' :;; ... , :.•:; . u .. l ' t'!lSCd l l l hC' h~.tl inq , t n~.~ t ud t ,t\ C Ill•• luud H!1'11l t l 
. '''-' J: d<: h hl 1 1 " ba sic loc.al SOtV l CC" 1 0 : ' h•> p•liP '"' I 
• l ldb! : sn:ng a pc •ma nenc un i v e r s al se rv ice ttv"Ch.o nl rl' . Th•• 
1 rinc tpal po tnt 0 1 <;Ontention be tween the pan ... ~ w 1:1 whl · h •· •II 
t•r o >< y :node! s hould l he Com:ni s s 1on selecc t o; th" r hn••• r- 1 • 
.ncu:nbent loca l e x,· ha ng e compan i e s t LECs) : llo·ll.i"'" h 
7·~:-?cc::-=.t.: :ncatlons , Inc . (3e l1South) , GTE Fl o :- :.c.1 . ::, . I .rr.r: 
ono Sp ! :nt- Florlda , Inc rpor ated !Spnnc) . BellSou· n, .7f:tl .. " ' I 

. p~:nt enher sponsor e d •>r s uppor ced the BCrM 3. C<' t I'' •xy '" t .. l. 
,\T&T Commun 1cauons o f the Southe rn Slates , Ir e . tAT~ .! 1111 :-l ! 
7<>leco:r.mun •cations Cc rpo r a t i on (1-:Ci l s ponsor ed t;h•• 11;\: '• · •'·I • ••I t 
I' rn xy mode- t . Bot h mode l s cont a i n hi qh 1 y c-amp •' X "1 •t••t 11 hltt'• lit• I 
1 ''\Pll rt,;' t hou t~ and, ..:> t discreto inJ)Ut vJ luo~ . 1 r opolh"" H "" t •Hth 
r>J.>ls argued that whi le ne i t he r model was pe r f e : , · h~>n :- 1" : ·•• 
s upe r o r and b est me t the req u ireme nts o f S• c u o 11 JO<I.O.'~I•• l , 
Flortc~ Stacute s. 

Or. ' anua.:- 1 ' , 1999 , the Co:r.·u s s 1on is,.ued Orde r :lo . 1'$~" 11q· 
o068- F'OF'- T? ln 10 .ch 1 t 3t: l ected t he BCPM 3 . 1 CO! t proxy ,.. J<• l • II h 
modi f 1catic.,.,s a~ the better mo<iel o f the t wo pro po!IO<I ,11\tl tl nu 
lpprc.ved the '!l~ny 1nput values that a re r eq u.r·d o 1 p•rl ~t" '"" 
mode l . This moc!e l is to be us ed fo r dote rmining lhu r.o~ l u l I oNit' 
l<>::al tele communica tions service f o r t he t•:n>•· l orq<' 1.~:• " ' 
!J"llSouth , GTE fl. , a nd Spr i nc. Fo r t he ~mdli I.E:>~ , ' " " •:umm l "«l••n 
•pproved th" pro posed e mbedded cost mechodo O?Y wilh ' """' ·' l 

modtilcations and the necessary Input values . 

O!'l Jdnuary 22 , 1999, Spn nt t U ... d a Mol ton : :u Pec·n~lll'r••l•n 
o ! Orde r !lo . PSC-99- 0068- f Of- TP . Spr int ' s :1o tl.Oll u l•tr•• • "'I I h" 
l1mn.eo :.ssue o ! t he Corr.mi ss:.on" s dec1s!on t o :;. .. b :tt tlutn 1 ... ~ . t'.CJ 
Loop Cost 1n·1estment C~p f o r the s 10 , 000 c.:.p subn Ht"'l ·~ 1 to I 1 d • 
input 1n the BCPM 3 . 1. In con junction with t1 is I iI inn . :·1 •llol 
~uomtued a Request ! o r Ora l Argument on tl3 H H I " 
l{cconside ration. Also o n t hat da t e , GTEfL !i l c tl Ita I'•• I 1 1 1 " l oo l 
?ecor.s lderat lon o ! Orde r tlo . PSC- 99 - 0068- f Of - TP . GTf: H.' 1 l'"l <'I"" 
'-IdS llmlted co t he Conuni s s 1on ' s r ocomme ndotl model tnp111 • ' " ' 
lcprecla tion a nd cost o f caplta1 . 

0 :1 feb r ua r y 1, 1999, AT&T, e . spl r e Co:r ,untc olt<n• , 1,.. 
le . s p<rel , che flo n da Compe t1t 1ve Card e r s l .ssoc ... u.r. f ''' ' ' 1·" 
rl o rlda Cable Te l ecommunic ations .\ ssoc1at1on ( f'r"T/., , 1'. l , "'' 
;.;o~ldc:om 7echnolog1es , !nc . (Wo r idcom) lc:o! :~c:u•:cly . ''"'' 
Responde nts" ) fi I ed t hei r J o i nc Res ponse to t h t Spr Int .woi l d 1.11. 
Pequests f o r Reconsideration, r equesting th<l l tho H"'l"''~'" 1••• 
Reconside ratio n be den ied . 
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J r. rl'b ruary 3 , 1999, CTE!'L ftl<:."d ll!l fl·•:; pon:.;.- Ill !>IIPI u ri 'J l 
:; ~ :-.:: . :-f! •.Jttda ' s t>to tion f or Reconsid~rllt lt)n o : Or..J"r tl o . ~:;r~ -.;rJ­
~0'1.:; - ?0F-T?. GTEFL supports Spr-in~ 1n rcqucst.:n:J th~ C .rrr.a S!) l Cn t.c 
t• •C:"\:1.-wl• ... lt!' decL; Lon tO apply .l $.;, )!J() l"OP lO".'•• s trn .. n • C.Jp • o 
L : ·:;>:::•! ! - 1n !'lo rida. CTE!'L urges adopu on v ! lh•; ~! O , OCU ="P 
·~~po: tcd by Jl "lnt and GTE!'L du r tng thiS proc~ed1nq, 

f l) f"••bru.rry L , 1999 , the Joint R"~Pn:~<t.·nt s t rl·• l lorn• 
!\ .. :;;,.m s e l o Gn:f'L ' s Response i n Suppo rt c:> l :>print ' :; Nu ltom t v r 
Peco nsidcraLion, requ .:sting t hat t he Comrn 1solo n d 1s t 0<1ard ;n:FL' :; 
response , o r in t.he a l ternat ive , considc c t.hts rcspons~ o : t.r.'~ 
Jo ~n~ Respondents as a ::ub s tant i·, e r eply to GTEFL' s :••sponse . o n 
February 22 , 1999, GTE"'L fil ed a Motton t o Stn'<" the 'o tnt 
Peu uoners ' Jot nt Response to GTEfL' s Respo nse 1n Suppo r: : 
Sp:tnt ' s Motton for Recc nstdera tion . 

Set fort h be l ow are staff ' s r ecomrnondiluons on :.>p rrnt .oact 
GTEfL ' s reques t s f or r econsideratton, Spr int ' s requ..,st fo r o rdl 
1-1 •1rnent on lUI mo 1o n f or reeons1derauon, and GTE:f'L ' s ,-.o t : .:>:-: ~o 
strt~ · he jo1nt r esponse to GTEfL' s response 1n ~upport o t 
Sprtnt's mot t~n f o r reconstderatlon. 
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DISCUSSI ON OF ISSQES 

I SSUE 1: ~'1ou ld t he Commissio n <;tril nt V:"f: r' ln t h i d ;n,·~l iJ'h' l ,, , ., f• :1 
:-:ot t on t o S tt . k C! t.hc J1.1int Re spons•• •' t AT , T , · • . :-.f 'lt \.' , ..,.._., · ;\ , ~·cTt'\ , 
:.: .... ! , .tnd :·:o r l d < ,, t o GTf. f l o 1 u t.J , l u~ . ' "' Respon se Ln 5uppo :- t ? : 
:,., 1n1 - r t.' :td,, . ~ N1.. t1.o n t o r Reconstdo :-a tton'? 

REgltt1ENI>ATI ON: Ye s. The Comrnis:n on should g :-ant G7!: r: ;; : : :::a 
: n~o~po :-ated ' s :~ot.1 on t o Str1ke t he J o 1nt R.espo:1se o t P.."': \7 , 
·" . s p1re, FCC,\, fCTA, '!CI. and 1\o r ldCo:n t o GTE fl o ndu, !nc . 
i''"spons e :, Support o f St-nnt-rlo n d a' s Motton ! o r Reconsld·' r .n t on . 
(COX) 

SIAFF l\NALXSIS : As s tated above , on f'ebruilry 3 , 19') •1, CTE:rt. tll '.!t.l 
1 cs Re s ponse tn Support o f Spri n t - f l o nJa ' s Mo t t on t o r 
Ro•t'<'ns l de r d t l o n o f Urda r No. PSC- 99- 0068 -fOf-T P. GT!:Fl. ( 1 I ed 1 ts 
, •. ~.,onse 1n s u ppo : t o f Spri nt 1n r e ques t ing t he Commi s sio n ~o 
:~:on.• de: its dec 13 1on to apply a S4, )50 l oo p Lnvestme:>t cap t o 
ul! : ar - !ers tn fl o r 1da . GTEfL urges adopt l on o f t he SI O, OOO c a p 
s•Jppor t e 1 by Spnnc a nd GTEFL during t h is p r oc eed1ng . 

On reb~ua ry : 5 , 199 9, the Joint Responde ncs fl ied a Jo wt 
P"spons e t o ";T Ef l. s Res ponse in Support o f Spnnt' s 11o t 1o n ~ o r 
Recons lde ratio:~ . The J o i nt Respondent s contend tha t CTE:rt.' s 
Puspons e 1s a S<·cond P~otition f o r Recons i de r a tio n and no t a 
r espons e as •,;o uld be p roper under the Co mm i s sion• s rulos . The 
J o wt Rqsponde nt :s c ontend t hat GT!:FL ' s ft llng conta1 ns ,,n <'Xc oss l v_. 
amoun t of a r gu 'Tients and t heref o r e moves be yond what is propo•r.y 
·ont~ :ned :n a r espons e. In the alternative , shou l d t he Cor~t ss . o r. 
.:~nst de r GTEfL.' s r esponse va lid t he ~olnt Re s p onde nts .. s k t hat 
tho tr respon~e be t rea ted a s a subs tanttve r ep l ; t o GTEfL' s !1l1ng . 

' lnally, o n feb r uary 22, 1999, GTEfl. f 1led a Mot t on t o Str : k~ 
thu Joint Res pondents ' Joint Respons e t o GT!:FL' s Response in 
Support o ! Sprint ' s Mot ion for Recons 1dcrat1~n . GTEfL ~ rques th~ t 
~he Jo 1nt Re spo nse is improper under tho Comm1 ssJ on' s r u l os ,. ,; a 
r espons e Lo a r esponse to a motion l o r r cconside ::.H i on . 

Sta ~ f be l ieve s that the pa r u e s have c r eated t he1r own 
proceau ral quagmi r e , which dese r ves little tl~e a nd cons tde ra t lon 
oy the Com:uss 1o n. The pa r ties <He both wal ":1nq on t he edge o f 
" ha t ts pe rml.sslbl e motio n a nd r e s ponse p r ocl.ic u under l.he 
~o~m1ss1on ' s procedura l rules . GTEfL ap~ea r~ t o have legt t lmately 
! ! l ed a respr ns e tn s upport of Sprint' s Motl~n f or Recon3tde r a t l on. 
Thr· .1o1nt Petitione r s ' argumen t thot tho res pons e is t oo l ong t o be 
,, r <::Jponse is c omple t e ly wi thout merit. 
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fr1• , • 1ro qH'!:tt..: "'>n , ho wc:vcr , .,..·hethcr \iTF:tl. t:J t ! td )o' 1~-.:1 p'-"1f1Ut : od 
11~ ,t_;o.~d • · 1 IO·J ~t !)t.!COnd pt•lllLOn t u r rt•l'UIIS I •J••r ill ra . :'pr 1111 • 

:·:Jt . .. !'\ t : Rt: ~0ns ideralton does ask thlll t.he .;.; , .t"U : .:~op cost 
_:-.·;·:~~:"'·:-.: ..:ap b~ 'tpp l .. t.:J t o Be: l south , lnd no~ G7Ef"L ~nd Spr!~L. 
7-:-:~·~; ~ ~"1 . ~ny ;>a t y to the p~oceedtng , such "" GTEfL, has a 
:: -~:: ... : ..... :! Jht. :.o : ---spond in oppos1t1on or st-pport o~ t.no rr.ot: on . 

· ~ .rp!y happens :hat in this caso Spnnt ' s not: o:l ; o r 
t ecoas :deration, tf grdnted, may beneftt GTEFL. Accordtnqty, the 
Comnuss:on r1ced no t d . s r ega rd GTEfL ' s r esponse Ln S\lflPO ~ t o : 
.~p r1r1t ' s motion . 

S'-•s,•d on that analJS l S, G7EFL' s mot. ton lO !it rl l< c lhe JQlnL 
r~!'::unse lO GT£fL' s r es iJ<)nse to S::>rint ' s ~..Otlon to r Peconstderal!OU 
shvuld be granted . A response t o a response to d motion : o r 
recc:ls !der at !on is no t valid under Commis:non Rule 2!> - 7.2 . Ol7o, 
F'!""'!"!d.:. Arim1ni.strat..ivo Codo . Th1s rule {lllowa pllr' t1C3 to tt le 11 
respv~~e to a motion for reconsideration. GTEfL's respo nse does 
"push :he li r.e" with respect to what i s procedura lly p r o pe r but 
does no· c rc.ss H in t his case. The Joint Respondent • s response to 
a respon,e c:aar ly crosses the line . Accordingl y, the Co~~iss : on 
sno~ld gr~nt G7Sf~'s ~otlon to Str i ke. 
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ISSUE 2 : .3houh .. ~orlnt -rlortda , : nc .' s Request :-o :- 0 :11 i\:- ..;:urr" :.~ .. 
.. : 3 :·: "" ~ .. n :.o r ?t '""~ -.!ndcratton o t Orce r No . PSC- • •- ,.,,fJ ~-?ro·TP 1· · 
qtL~art:d? 

J!ECQHHENt)AIIOH : :lo . 
d·~r. t.•d . (COX) 

STAfF ANN,XSIS: Sprint r ~quests that the Comrn t s sto n p~:rmi t ,, ~n~:~ 
~pportuntty ! o r the company to present o r al arqu~~n• In s~ppo 1 o : 
tts notton for recons>Jeration . Sprtnt belteves th~t o: al ~ rnun~nl 
t •'i fi• .. C"4!S:-\~1ry f o r sc \·~ral reasons. first , Sprint WJS una·..rdro' thclt 
thu loop invest~ent caF was a disputed issue. o r :hat the 
'-"'"'" 'sston mtgh t Intend to apply the BellSouth study proposed val ue to Spr int . Second, Sprint believes that th~ Co~~>ssion may 
have b··en u·.aw\re of the materi.al effect that thl s C"'C!.stc n wo:.: ~:: 
ha·1e on the -:ompa"1y due to the lac k of nou ce and the la t e nature 
J o the l "Sue hel ng raised . r i nally, Spri nt belle"ICS ;;hat the 
complexity ? f t~• issue dnd the limitat ions o f wr itten uxp ldnatton n ... cessitate c.llscussion of the matter . No party responded t o 
Spr :nt ' s req1..• •: for o ra l arq~~ent . 

It appellrs thal Sprint would like the opponuntty to ar<Jt.'-' the "'" ' tu o f the l oop cap Investment issue through t!he veht c le o f : s ruquesc foe o ral argument. furthermore , Sprint want ~ tht ~ 
opportun i ty becau~c it did not present cv:dcnc~ o r t estimony t o 
s·;ppo!"t 1 ts po s lllO n on thl. s issue throuqt \:h~ he a :-tng proce!is C"!C ouse 1t belteved that the issue ·.~as not 1n dispute . The r•'<illl y 
I S that the ~election o f a model a nd the necess ary Input ~alues we re c ledrly at issue tn thi s proceed1ng , as pla1 nly evidenced by 
tt•'' "lolume o f testimony, exhibits, and filtngs In thiS p rocucdtng . 7ne loop Investment cap is an input val ue ~hilt w,l s at 1ssue . 
S~l-~O~tn addressed thi s ISSUe through ItS Wi tness , W1 • nass 
c.oldwell , and accordingly, st.aff addressed tho 1ssue t n 1ts 
rccomnendat l on . (Caldwe l l , EXH 15, pp . 52- 53) . Spr in t ' , failure t o 
put on : ts case on the l oop investment cap 1s tnsufftct ent qrounis 
~o ~ rant its re quest for oral argument. 

furthermo r e , Sprint's contentton that tne Co~~ISSIOn ' s ~ l leq~d 
fatlu re to conside r the s ignific.ance that this 1nput would nave on the comp~ny ts s t mplv another excuse co gt vo Sp r int a second chance 
to proffer its case. Aqatn , this e xcuse does not warrant granttnq 
Sprint ' s request f or o ral argument. 
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r .. 1.oL•1 , ..-t1E! a rgument tnat r.\oy <ii•St. r•te :, :i1":" -r nn l, • rtlt. 1 n ::-; 
t he comp a ... 11 l t. y tJ t Lhi s tssue . Spti1H c ites l l.) Lhc- H.Jl-\lt \:' •£ th~~ 
i-J. !" .:):-:y ::-: ;.J~.? l -1 t.he re.ason fo r the cornp l~xt -. y o t t h~s . :.-:l't• ' i n j : ~~·:s 
J :-c..t so n : o r "' t:tl d r gumcnt on tts motto n t o r t•""~o.'•'n:nd•"rHt•·n . 
. ~ · .a. :: , .. ,.r, .. L.:-j~: t!o; t.h•t lhe pro xy :r.nd·-.1 1!1: ~ .... , .· ·x anl ::-:, • • 
. · • .1: 1 , h~wcvc !'. ta l lS l O ~c~ any inht•r.:nt comp l t.·Xl )' 1n Lh•· ! · 1 
~:.·:~·::.tt-:::corH. ~.JP :t ssu~ . S1mpl y stattnq that tht! c.osl p: o >.y :-.o..Ji1Cl ;.s 
.:or.~plex d C'CS not adeq lately support the need tor o ro! <~rqumcnt on 
t ne s pect f t c lSSuA o f loop inuestmen~ c ap . Staf~ bel1e~es t hd t 
:lpnnt' s !•lo tion and t t e resultinq plcadlnqs fro:n o thut pdrtl~s 
p ro ·nde :~u!!tctent and c lear in!ormauon upon ... htc h the .::o:c."tll ss : on 
c an make tts decision on the motton fo r r econs laeratto n . 
ncco rd1nqly , staf! =eco~~ends ~hat Sprtnt • s requcs ~ : o r o : ~ : 
a ~g~~ent be den1ed . 

- 1 -
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ISSUE 3: 'hould .;.,nn t - flonda Incorporated ' s ~: •: :; t c r 
?econs ld<l!ilt!u . o f O::der llo . PSC- 99 - 0068-fOf-T? b~ gt tr,• "" ' 

RECQHHENDATION: Yes s:.:~tf reco:n:nends that Sp r tnt ' s P.- · ,: . - r. : :.: 
ileconstderatlo n be grant ed so tha t the 54 , 3!>0 loop cost 111'/"Stmer-t 
c ap should only be ap?lled i n modellng r;he c~st 0 1 •··r•no:oe tn 
9el 1South ' s te rr ttory . (COX) 

SIW N!I\LXSIS : The prope~ sta ndud o l r£>v icw t or ,, mnlt un t v t 
reconsideratton 1s whether the ~~tion iden t ifies some po tnt o t :uc~ 
o r la-.. which wa s overlon .ted o r which the Co:r.:nisslo n : al!ec : o 
conside:- 1n :-ender ing it :; order. ~ D1amond Cab Co . y. t\lnc. 1.;0 
So . 2d 889 (fla . 1962 ) ; P i ngree v. Oya1ntance , 394 So . ~d 161 (flu . 
ls t DCA l'J81}. 

SPR I NT ' ,' MOTION fOR BECONS! DERAT!ON 

As .ndicated i n the Case Backg ro~ond , on January :: . !~'?"' . 
Sp:tnt :il•d Its !~·>tion fo r Reconstde ra tton . Spr int spec!ltcally 
requested re ~ons> 1e ra t: ion ~t the Co~~isston ' s dectston :o acopt t~e 
loop tnvestm.•nr c.>.p value p r o posed b y BollSouth !or all carr :ers 
required t O us• t ' •e BCPM 3 . 1 cost proxy mod e l. Be l lSouth p 1oposcd 
a c ap of 5 4 , 350 . Spr inc .:on t ends cha c the Commission should hav .. 
adopced the BC PM 3. I de f aulc inpuc value o f S\0, 000 . Sp:·.,t 
c-:>n tends t hac the issue was not 1n dispute , and .;pri nt h~d r.o 
oppo~tunity t o p r esent ev i dence on the matter. Sprint notes that 
ai~ pa:t1es , wi th the exc ept ion o f 9el 1South, supported th• ce:au!• 
".'alue. Spnnt notes t ha t MC!/AT~T wuness Wells test.lfled that the 
510 , 000 default value had been accerted i n many p r ocecdtngs , and 
that BellSouth p rov1ded no e xplanat ion or suppor ting doc umenta tion 
for the 54 , 350 cap . (Wel ls TR 2520! Therefor e , Spr int be l ieves 
that Lhe issue was es sent ia l l y s tipulaced . 

Snrtnt believe$ tha t the Commtssion misapprehended lh~ ndtu~~ 
o ! the evtdence offered in this p r oceeding o n thts tssuo. SprtnL 
•:l atms that the Co~m4ssion based :ts dec!sto n o n testimony trom a 
e,_,!lSouth witness pe r taln t ng to a survey that p r esul"tlbly gathered 
t ni o rr><JLI On f r om 3el1Sou th ' s o wn tern t o r·/ · Spnnt arques tha : 
t.he r e : s no basi s to suppon che notion tnat th" qeoqraphy o : 
Sprint ' s se rvice terr i t o ry i s s u f f ic i e n tl y stmtlar co BoliSouch ' s 
se rvtce ter r itory . Furche rmore , Sprtnt bclteves th~t there 1s no 
basts fvr the Co~<lllission ' s conclusion that BLllSouth' s cop 'lall.:e ts 
flo r .da -spec1 Cic . The se points are 1mp~n:ant •.then o ne looks at 
9el!South' s r cason1nq Cor its 5 ~, 350 c ap ·;alue . BellSou~n :.~sed 
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• !1: ·. · ,J ~ . h· ".HlS~ llS cwn survey , ..... tnch Wt.&:J not p r o vtdcJ .J!i o.J pt.!: t 
: ' II•· :·• ·u: , ., tndtcan:ed t hat S4 , 350 was a wireless c rosso•Jcr po:r-.~ 

... :1.~ :- ~ : ·y tl wol..·.; be - l")re cost- ef!ectl.ve to depl o y .... 1:-~l~s .s 

.. ~:=hr:. . . =;y !"ltner- .._r ~r. w1reltne fac1l itlE:!S '-"hen the :oop lnvestr:-o?nt 
~ Ju :~ exce~d thts le7el. Sprint c onte nds that the S 4 , 3~0 cap .s 
:-.ot. .-.~ono:~nc..ll!y achl.~vable u' its te rrl tory . : n concl;.:s:. o :-j, 
:p r:~: arg~es :hat the S4 , 350 c ap value should onl y be appltad · o 
Bc !lSo ut.h and no t the o ther carriers , Sprtnt a nd GTEfL. 

!'tna l1 y, Spdnt conte 1ds that the Commi ss ione r s m,1y h.we b ·· •'ll 
under the t ulse impression that the number 0 1 iltl ccl••d ltii•'S .,...., 
muum.d t o r <11l LE:Cs . Sprint bases this contention on Jtscusst.:>n 
!•;· t.he :ommtss1oners at the Agenda Conference when the -.,p valw· 
tssue was dtscussed . At one point, the Commiss1one r s were l~d 
be lieve by st.:~ ff ' s ce vised recommendat ion on December P , 1996 , 
· '1a• Sp rint had 0 l1nes above the SlO, OOO default cap value . 
Spnnt' -" subsequent compl iance va lue i ndicated 8 , 987 lines dbo ·1o 
the SIO ,O OO ~ap value. More importantly, over 56, 000 ltnes 
exceeded r ho ~4.350 c ap. Sprint providas this in[o rmud on to sho w 
the matenll c rfecc: on the company. Sp rinc beltcves that the 
Commtsston C">uld '>ave been understandably confused .lbout whe ther 
the e x 1st1ng ' lO, OrJ cap was, in fact , a c tually c apptng loop cost 
Investment at ~ 11 

,1Q! NT RESPONS& 

The J o 1nt Respondents request tha t the Convn 1ss t on deny 
Sprint ' s motton for reconsideration . The Jolnt Respondents contend 
that Sprint ' s motic.n does not meet the standard of Ll! 'lie·• tor 
rec~nslderation. The Joinc Respondents Assert that Spr t nt fatls ~o 
Drtng to the Commission ' s attention maucers o ve r looked o r :-~ot 
conside red but simpl y attempts to reargue issues that we r e dectded 
dt H ercntly by the Conunission than advocated by Sprint. It t:s 
noted that Sprint did not dispute the fact that Be llSouth prondcd 
reco rd tnv!.'stment o f a S4 , 350 loop cost cap . The Jolnt R<'Spvndo•m..~ 
contend that Spnnt , not the Commissio n, tnerefo re mls<lppr•'hcmh:<l 
the evtdence and the purpose of this proceeding . 

rust , the Joint Respondents state that Spnnt ' s mOtiOn rel1•" 
on outs ide the record discussion about wi reless scr'/ICt: to c:on1.enJ 
tnat tht: $4 , 350 per line cap is not <~n .econom1cal l:t ac!He'lab.l.-, 
<llte r n .. t 1'10 f o r Sprint . This information canno t be con~ tdered .1r1 
the r ecord • nfo.-mation that the Commiss1on o verlooked . :Jccond, th<• 
Jotnl R~spondents cont end t hat it was appropriate Co r the 
Cc~~ISSIOn to rely on witness Caldwell's testimony even tnough It 
r..a:t not be flodda - spec tftc o r Sprint-te rri tory spcc 1f1c . Th,., 
pu~pos~ o ( th1s c ase is modeltng and not rate setting; thcrc : o re , 
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: ':) : :---:> Je~!nq purposes , the 3el1 Sout.h d.atl /'!u r·:"'y 1 :no r'-! pz• •"" l SC 
~n~ ~ v~~l t=ed ~han the national de tault . 

:l~x t, thL Joint Respondents disagreo .. .lbout Spr un ' s c o t'll\!n t l d n 
:t..ll s " :r.e ComtliiS ~t ..,ner:s ma y have mtsapprehend<>d u,., r-.ot•Hlalny o t 
t h•" ~ap v~ lu~ . 7t.~ Jo1nt Responder.ts not~ r- ha:. t n•~ Co::-:n. ~ t .... n 
Sf:· -· \<:s t.nrough ! ts or icrs and :toe 1ts con·:·~: s v · ~ '""n ,. , :e :1C '. .....:..:.!.! 
..;,_. '! "'n l ~O . ~~t"'l . Fl :H·ida Statutes . Sprln' · ·nn 1 l 'h •. · s t: ·11 tol)w 
• , ~·h •· •rr.mt ssl\Jnvr wetghcd t he evidence so h:mtJ ..ts t.h··:~ :s d pr ""' p~r · ·n lo•nuary bas t s ( o r tt.e Commission' s dec lsto n . 

Finally, the Jotnt Respor.dents argue that the pd~t, es tn r: 
•'dY s t tpulated thts 1ss ue of the loop c o st uwestr-.em. c ap. ::o 
parLy has accepted or p r o ffered any stipulatt on on th ts subJ ect . 
Sprint ' s entire argume nt seems to indicate that an ~xtraordi na ry 
evidentiary bu rde n mJSt be overcome 1n order to deviate fr om th~ 
Sl O, OOO oefault valu~ . This 1s stmply not the case. as Sprtnt ~no 
~'Jecy other party -nust put on .... ~itnesses and evt df!nc~ t o r t :ucu'--- s 
thllt a:e 1n <1! spu~e . Sprint d id not put on 1Ls c,l :le, and ots 
""Jum.,nt• do not. m•,et the requirements for recons ic.Jorat ion . 

CC !JI"!.US !ON 

:i t a(( ho, r ·; viewed the a rguments o! Spr !l'l .. nd u w Jo H.t 
P•Js pondents . St~ ff (inds several of the arguments o r ;,print t v b·· 
most compelling . Mos t Jrnportant:ly , staff be l iev~s thilt thuN •• .1s 
no o•Jtdence in the record to support that ll Bell South ' s s udy •. as 
r t o rtda-speclftc , and 2) the study was reas onably applicable t o he 
te rnto nes 0 1 any carrier other than BellSout h. Arguably , the 
B~ l l South study res11lts as presented by Bel!South Wltnnss Cdldwell 
muy be more flo rida-specific than the 1.ational de l<.~ult v.:~luos. The 
recotd 1s not completely clear on that issue . i!owc v••r , the r e b no 
r ecor d e·11dence to support tnat the S4, 350 c.:~p ,·alue I :J .lpp r opn ..lte 
t o r :-.odehng the cost of basic local teleco:-.-u:u c.-u ons se ~ ·:1 · e 1:1 
n 1 · h~ r Sprtnt. o r GTEf L ' s respect1ve terrtto .:tf!:s / ~t•r·.~~ re l.lrc.•s . 
S Jtl agrees wtth Spr i nt that t he ev1dcnc e can .;>nly rc ,l:~on .. bly 
suppo rt the use o f the S4 , 350 cap Co t modeltnq !Je llSou t h ' :J 
ern t o ry . Sla f!, theref o re, recorr.T.ends that Spnr.· ' !I ;>e · ttl <>r• : :. < 

p .. . ns tderaUOn be qranted SO that the S.;, 350 loop lnVC5 tr.tent • •P 
s nou ld only be applied in modeling the co st o t s e r·11 c •• " ' 
Be l lSouth ' s ter r itory. 
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ISSUE 4 : ." ho ul....t GTE:r . .' s P~r- t • t u n : o r- ?•""···'-"n:J l !•.! :- ,. t ·a t O: d·•: :: ' · 
FS"· · · • i"· FOf' · T? be ,..antco? 

BEC0!1KEND!\TIOif : ::o. 
! o r Pccons1derd~l ~n 
<>ntl t"' y . (COX) 

The CommlSSlO:> sho uld deny GTF.fl.' $ Pcttll v ll 
o f ') r de r No . PSC-99-006~-fOf'-TP t n 1 s 

STAfF N!AI,YSIS : The proper s tandard o f rev'"" t o r • ~'lO t: on 1 : 
::-o::.c : js .. :::~:-at: ":)n , as tndicoted a.bovc , lS whet.ner t.n\!' ~o:.~ ... :. 
a!~ nt u t~s some potnt. o f ! a ..;t or law whi ch wus O\'Cr l oob "d "--"' r ,,._.n t t.:n 
Lhe pr .. heartng off t cer f a iled t o conside r In t end!HIIHJ her o r d•••. 
~ Qi ,•om<>nd Cab Cg . y . K1ng, 146 So . 2d 889 ( fla. 1962) ; Pwgn••· y . 
n"'· '·"~· 3q 4 So . :!d t61 tfla. 1st OCt'\ l 9a 1 ) . 

n s : ~cJ.cl).t ":.j 1r t he Case Background, on J.anuar y ... .2 , !(j9'"' · 
GT!:fl. !"tle'l a Petit.on for Reconsiderat lQn o f Order r:o . ?-Sc- :.,-
0068-fOf-TP. C':'Ef!. seeks reconsideration o f tho Comm t sston' s 
decisl ons on c os t model i nputs for deprec iat ion and cost o f 
capnal. GTE:F1. b"Lrves these aspects o f the Commi ssion ' s dectston 
o ·;e rloo'<ed o~ ~a li •. j to cons i der leg a 1 and fact: ua 1 po :nts , s uch 
:.hat rcconsldera .. ton 1s JUStlfled . Staff's rec:c i.l.-endatl0:1 . .,..:!! 
.aadress t ne Cepr ec t atton 1ssues and cost. of: .:apttdl : s . _,, 
sepa r .;~el y. 

DEPRECIATION 

£:3ser.uall y, GTEfL believes that the Comm1SS1 on ' s deClSion .;)n 
oepr~Cidtlon issues Is arbi trary and lack ing 1n ~vtdentt~:y 
suppo rt . ftrs t , GTEfL contends that t he decuston ilrOttran l y 
depa r t s from the deprecia t ion lives GTEfL uses Co r Clnunctal 
: epo rung and that this Comm1ssion appr '>ved >n the pasL GTE:ft. 
a : gues ·~ h.:tt the Commiss.1on':s departure !com GTEf'l ' s ~eprectat. t .... n 
~! ·:es "sed : o r financial purposes and al.so lt•1es tnherent w ttns 
Ccrr.mt lS !on ' s !99:! GT!:fl.. depreciation presc npt1 on w.o s '"'1-'~ r:nt ss u>! y 
drbt rilry . further , the Comnhssion ov!.'rlooket t ,ond 1 11led t ,> 
c ons 1 de r GT~ft. • G ev idenc;c that ma ny of the rate s It proposed 1 n 
t h~ s J.~r occedu'lq we re the same as those re!l~"'.: l'-''.J !n .. h•.: 1 '12 
prnsc rtpt ~on. t E:XH )S , pp . 4 , 21) 

: •.:cond , CTErL argues that t he ComtnlS.S t on nev(!o: r •·xp l dtns :.n l, ~ 
Oroer wh y deviswg depreciation inputs (o r a cost n-.odel t s 
d 1t ! o rent from sett ing depreciation rates to be fact ored tnto 
retall cates , o r what e ff ect this difference had. further , GT E: f l. 
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;:- ; :.:• ·s :.!.a t : he Orde r ne ver d 1scusses any conslder dtr ons ::. · r.•.: 
pro:·c; :nco,;: .! c~n ::: ext t hat m1ght be ::!ist 1nc : from those used : ::J :- ·. ~.·~ 

pu r pos~s :~ t •' inanc 1a l re po rt l ng o c even deprec iat l on pr~~c :-- t p'tl Of"l .. 

t ~·--x ... GTEFL c.-'gues that the Commi s s i o n ' s assurr.pt 1on thar the 
t • . p ! •· .. ' ! !p t {:)n<: d: ~ f o rwa rd- looking IS ilrbt t r a ry .ind S!!llpl y d 

.,j 1p poS 1 f ton . ! t do~s :11"l re t lcc t t he "con t, Hk·r ~d ~ ~ · :.cpn n :• • · r ,, t t"'.·· 
ev tden..:,:~" t.hd t- 1s od l Jndamental requl !i lt c a t ,u .. Jm ln l ~ t : · l tlv• · 
t ul ongs . It I S the t:'efor~ not " 111.1ffic ient basu, ro : , ,, . .., , ,. , o r.­
mil king . 

In <ldd i tio n , GTE:fL il rgu.,s t hat the Cornrnisston ' s <:ep:e= :.; :: ~ c. 
r ul ing violates the requireme1ts and i nte nt of the 1 9~ ) r e vts t ons 
to Chapte r 364, florida Statute s. ln ret. urr. for opening the : oca J 
e xchange ma rket t.o competition , the Legislature e ! t:nt nate d 
deprec iation prescrLpt.ions and o th&r remnants o ! rate oa s a 
r ;"qul.ll 10 11 t o r price cap ca rriers . The f l o r ida Legt sl tt u r ·~ 
!. :1~ cefo !"e cannot have bltended for t he Comm i ssto n t o r•.:v~ : t r u 
deprecia t ion pre s c ript. i ons in select.ed con t e xts . 

ftn<~lly , GT£f'i. a r gues that the Com<ni5slo n has no t ~:.lequo~Lely 
) usufled 1 - s c e prec 1at i on inputs . rn comparison : c · ::e ! 9~~ 
prescr ipt~on , the Ccmm i ssion' s deci sion 1 n this c urre nt pro~~ed 1~1 
is bacb ta rd• l o"'ld rtc . The Corrunission has offered no ba s : s f :. r 
o rdenng depr e d atiC".1 parame t ers that depart from t hos" :r. ·~ 
Legis latu r e pe rm ' c; s t he compa ny t o use f o r flnilnc t al repo r u :-1-:: 
pu rposes . 

Jo1~ t Respondents 

The J o in t Respondents state that GTEfL seeks rcco ns t der1t t o n 
on the genera l grounds that the Commission ' s ctec1s lons r e ga rdtn g 
GTEfL's depreciation lives <1 nd cost o f ~ap ttal were a rbitrary a nd 
without p r oper evidentiary support . The Joint Res pondents cont end 
that GTErL ' s petition for reconsideration is mere r e argument o ! t !1e 
pos1t1on it t ook in c he h~ar lng i n thia proceed>ng . 

f lrs t , the Joint Respondents note tha t AT£T/MCI ·~ttr:ess 
1-la jor os prov1ded t estlmony to rebu t GTEfL' s content ion t nat the 
Com!niSSlon arbit r a o l y faile d to utilize the deprec i dttOn l l•;es 
CTEfL use s f o r financia l r e porting o r >lhic h the Com.., i ss t on had 
dppr o•: ed 1n past p r oceed ings . (TR 87-91 ; 11aJ o ros Re butta l , pp . 9 -
!3) Second, the Comm1ssion ' s Order in thts c ase spcc t~ lC<I L L·I 
discuss es the fCC' s Un i versal Ser vice Orde r and how t he f CC ' s Orde t 
luy:> the " g r oundwor·k" f o r the Commission ' s a cu ons in t ht s 
fH OCt:(:t.J l nq . !1os t importantly, GTEfL ' s Pe u t l on demo:onst r ut <? s 
GT EFL ' s fundame ntal mis unders t a nding o i the purpose o f t !>LS 
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1 • .. . .... ".: ta J · v I t..lllow '-1 spect l lC , un'-·-ltme l '••ltt l~•J ! S~ ,t~·:· • 
1. :•·.: -- :·:·.? t o mod~! , on d t o r·,..oard-looin ng b!lS lS , the ..:t>s t o :.. • t 'l1 
.. .. ,,d :.~ . ... - """r.munlcatl.C.IS serv1ccs . (Scctlon J6·L O:'~C ·4 tt11 , :-! ".1 !! 1' 
~ 1:..utes; O:'C:h .. .. at. p. 9) furt.hermo re . the 1995 r e •1 1 s 1 oru1 lv -:: jpt ··: 

•• .: -:10 nor. 01.1 tho Com."tllSSLOn q tvcn tht s L1t•·: . s;..•.! -.:.:1 : ' 

3t.J tt wil l address each o f CTE:FL ' s arguments po tnl by po llll ::1 
~ne ,mderlytng discusS I On .tnd provtde a conctud:na t<!CO!T.-n.:'nJu • . r, 
~n :~~ pet~t1on At th regdrc t o deprec 1 ~l1~n . 

Ft r s l , we w11l add t ess GTE:fL' s ~ rgument rega rd:ng ~r.o 
Commission ' s decision to use depreciation lives o lho r than thos e 
used fo r financ ial r e p.o r ting purposes . As discussed tn l hc 
recommendation and Ordl'r No . PSC- 99- 0068-FOt'- TP IO r d •·r ) , AT>7 / :C : 
~•tness Ma )oro s t~stlt !ed that lives used [ o r f1nanC! d! acc~~nt . n~ 
Jc~ gcv"~ned by Gener.a lly Accepted Accounu ng Pnnc tpl !'s IGAA P) .md 
the cons. rvau s~ pr 1nc iplc would hold . f o r •'X••mplc , wh.,n 
Jllcrnotl V"' oxp-2ns~ a.:nounts are acceptable , the altcrndtlve ha ·:~rh: 
t.he least t ~ vo ra:-te e!Cect on net income should be used . !Order , p . 
10; r~a )oros 1>' ~5- 0.6) lte also po1nted ou t t hat GTEfL llself, a r qu••d 
t o the f CC In 199J that c ons e r vati sm mo~y not oll•,..ays se rve the 
inter es t o t rat•'P<l ~"· '' · ITR ~ 6-57) The Commission' s dec ision ItO use depreciation : :.ve:s o the r t han those used fo r finonc 1al purpos~P 
is therefore not im~ermisoibly arbitrary . 

::e:<t , we t u r:l to GTEfL' s argument re9ard:nq th·• CClL':l:ss . o r. ' s 
1~~2 dep r e c iation proscr iption regarding GT EfL. hlthough not 
s peci ftcall y addressed i n the recommendation o r Order , Ex tubi t )5 
from the hearing i n this proceeding show~ a compan son o f the itves 
the Comnn ss lon app roved in GTEfL ' s 1992 p rescnptlo n and those 
GTE:fL reco~mended in this p:oceedtng. 'he comparison addresses 
..Jn!y e1r;ht o ! G!EFL" s thlrty- one accounts . Acco: d1ng t o G!EFL 
... tlnt:ss Sovcretgn, GTE:fL addressed onl)' the l;v..::l t o r tho: c tqh> 
tl.!chnol ogy-:Jons lt.tve accounts bec~u:Jt.• th~se •cc..: unts w'' t·· 
,·onstdercJ the most S tgntficant . IE:XIt ZO , p . 201 

: n ns Petltion !o r Reconsideration !Pet nion) , GTErL fatl s ,,o 
po int out that its 1992 dep reciation prescription w~s lhe result ~ ~ 
a st tpulallo n !St ipulat ion) between GTE: fL , the OLft cc o ( ?ub! lc­
~~unsel , and the flo r ida Cable Telcv1 s1on Assoc1at1cn . !E:XH 3~ . pp . 
• 1-2 1J furt~u.: r , the Stipulat 1on addresses deprec1 , . ~ o n rates , :1::>t 
.1'1es and s alvage values . IEXH 35, p . 21 1 ;,adtt!onal!y, t"c 
Stipulation s tates : "This Sti pulat1on is ba sed o n the un1que 
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: • · .,.. .:-,·~~.s~.,;nces o t th l s case .:tnd sn..lll ~hl'."c !'\) p:-·-..~·" 1· ·· ·. • · 
·: •· ••• • :1 suoscquent proceedings . • (E:X?i 35 . p . : .. 

,;s pt~.-'lt ~d ou t. in the Order U\ thts cu rrent prr~·Pedtni J, t h·· 
•.. ts t.hf~ "Op r opr1 ate life and sa l·: ..lnc pu r a::;•"te t ::P to \J.~\,· :u ....t 

pt ..,xy r"J.;• l f.J determ1ne t.ne cost ,.., ._ t ls:. ~ t · 1 : 
· ·-· .. •·""-~.:nun .:. Cdl!Ons ... erv1c e f o r establ1 sh1nq a p:.e :-::ldn·•nt !11-Jn ·• ·• · 
: Jl.~ . r:q ::-.echan1 sm as r equ ired by the Legi <J l.ltu r e . (O HJa r , p . .,<;,J 
;,-:",1' / !·!CI ' s w!lness M<1jor os and GT E:fl' s wnness :;ovcrelqn bo t.t1 
.1 :r•·ad t hat , fo r purposes of this proceeding , the sar e aep :-e.: . .. •· ~--..r, 
~u: •"'""t:te : s could be assun,'!d fo r each o f the ldrce LE(:;. \0 .:.\.it.· t. p . 

f1nally , the Order, 1 ages '71 - 86, clea r ly shows the Co:-Jnl:l:.! ..>!1 
·ons ldered the evtdence presented by each par ty 1n su~por: ~ : . · ~ 
r~co~~ended depreciat1on parameters . {Orde r , pp . 1 1- 86) 

Based o n lhe above, the r\!cord is c l ea r that t he Corr.m1 ss •on 
<Hd no t overluok o r f a il to consider GTEFL' s 1 99~ depn•c1aoon r .1 t e 
prescnptlon . The l C.92 Stipulation need have no precedenual '' ·""'' w ll.! S procei.!ding . The Commission' s .1ppro vect dl!p l e .; , .>t a on 11 1 e 
. 111..1 " .1 1 v,1CJC 1 nput!i for t he cost proxy rr.odc I are I.M:;cd on t he 
eva, l.·nc.: prc~ented by each party. {Order , pp. 6S- 8 6J 

Furth~ rmore, t he depreciation parameters (lives and salvage values ! approve'- . n this proceeding arc !or a universal service pro vider. Aa d~sc Jssed on pages 70 and '71 of the Order , thc1·o is 
record eviden~e to suppor t the use of t he same depreciat i~n par.;meters for nach of the large LECs. Additionally, l.n dete rmining the reasonableness of e ach party's depreciat1o n 
recommendat ions, the Order is replete with evidence as l O why 
GTEFL's recommendations are not considered appropriate. (Order. pp. 
72 911 

Ne xt, we wil l address GTEFL's cr.ticism of the Commission's use o ! the FCC's Universal Service Order . The Conur.issio n t ook 
o f flc 1al recognition at the hearing of the FCC' s May '7, 1997. Unive rsal Service Order. The Order discusses the Universal Service 
Orde r and how the FCC's requirements can pro vide inuight •1nd general guidance in select ing a forward - look ing economi c cr.~st 
mode l {Orde r, p. 211 The FCC' 9 criteria number 5 requi res that •economic lives and net salvage percentages used 1n t he model to 
compute depreciation expense must be within the FCC·authon :ted 
r<~nge.• !Order, p. 22) Therefore, with respect to depreciatton 
pnrameters used in a cost proxy model f o r the purpose o f 
determ~ning a high cost funding mechanism , ::he FCC dcpreclaUon 
ranges can be c haracterized as •forward-looking.• 

':'his Commission's Order also a t:dreoses Be !!South· s I BSTI rettrement rates that indicate that rel i ance on only h is t o ry wo uld 
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y1e:d lt •;~!s f o r ll'etall ic Cllbles similar to t hose preacnbt>d 1 :1 : he 
1970s l.., ' , rc t he adv'!nt. o f fiber techno logy. !Orde r. p. 7 •11 The 
Orde r <tl so :-o ints out that . .,hile simtlar data was not ilvai l ablc 
f =om ~TEFL o r qprinc . chcre was no rcoson fo r the Co~tss~o~ ~o 
beli~ve that the~ · compan! ns would not exhtblt simtlar tndtcatto~s. 

:.:-d~:-. p. 7 .; 1 

The t soue is whi c&. •forwarJ· looking " lives a nd n.) !v,1ge va lu"" 
a r e appropnate to u se in this proceed in<]. The l't"C~Om"'e"d 't • ~'11 
••ddresf.h'd t hts issue and cited transcript rofen~ncel!. The Ot·d e •. 
pages '11 · 86 . c l ea rly shows the Commission consid e r·,.d th<' evide nc<' 
provtd~d by each company i 1 suppor-t o f Its t cc<Xm'.ended dcp rec ta t1on 
parameters. Additionally. page 70 of t he Order t·eflcc t s t hat CTEFL. 
•.:as ~.;::oable to clear l y ind icate how compet it 1ve factors should be 
cons1dered 1n the dett' rmination of lives and salvage va lues. 
Although not specificall y addressed in t he recommendation o r Order. 
~ltness Sove reign's d eposition indicates that the proper we tghttng 
of competit ive factors was more a matter of CTEfl..' o r c 1 lance o n 
o puuono !rom i ndusc ry such as a study pe rfo rmed by Techno l ogy 
fut ures , Inc. (Tfll. (EXII 20, p. 29) As clearly indica~ed 1n ~'he 
Order, l'1e Co·nmiss ion found the r esul t.o of the subotitution mod<!l 
us~d in t'1e 1<'1 s t t;d1es no t to be reasonable. (Orde r, pp . 72·7,1 

Finally. "'~ will a ddress CTEFL' s argument t hat t he 
Comm.lsston• s depr <-= i at.lon ruling violates Chapt.er 364. f lon .da 
St.atutes. Staf f ~elievco t.his argume nt is irrelevant. The O<d~ r 
1s ·1ery c!~a r that the purpose of this proceeding 1s no t .o 
presc r ibe dcpreciat.tOn r~tcs f o r DST, GTEfL, or Sprint, but rath~ • 
~o determine the reasonableness o! the deprectatlo n 1 i f e ond 
sal·:age tnput.s t o be inc l uded in the cost proxy model : -, ~ 
establl 3hing a pcnnanent high cost f unding mecnants~ as requtred oy 
~ne Legtslatu ~e . (Crde~. p. 10) furt he rmo re , the :'!cord evtdence 
shows that , fo r pu rposes o f this proc ed1ng , the Sdme set 0 1 ltl•' 
and sa I vage ''a lue s could be used ! o r edch o f the l uge !oc.&l 
e xc hange compan aes . (Order , p . 11) 

co;:q :;s 1011 

: n su:n.:na :- y ~ G! EfL ' s arc;ur::en: :~..\t :.he Cc::--.. ":asston nus no~ 
aacquar<•ly JUStl fled i t.s depreciat ion Inputs t s wtthout me n L ;,s 
dlscus~ed an the recorr.mPndat ion anc;! the Order, GTEfL '"'il 3 unable t o 
clea~ ly lndlcate how the various s ourc., s 't ustld a:. oench:na t.; 
compa 1 •sons e ntered int.o the development o f Its t ocomrncnded l ire 
and s<dvaqc values . (Orde r, p . 67) Addit i onally, tho Orde r ls 
replelc wt th dlscus:Jions r e garding t he Commission ' s rcv 1e'"' und 
analy.s1s l ! each party' s recom!nended l1!e and Sdlvaqc 'lalue zo r 
each d'!p rec table a ccount . (Order, pp. 72- 86) 
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'":iO:F'1 .' ·~ '!"Jumen!. tht.Jt t.nc <.:ommiu:uc.u~ ' :J ch.:•'l.•" 11 Ill • :n :~ 
p ~ <:>c<:edl " ·' • s bac>:·"'a rd-look lng compa r<!d to ..:1 f. f'l.' ~ 1 ., .. _ 
Jep:-~c:w · . !"' p t .o:c r lptton t. s: unfounded . f,s dtscusscd • "00"1~ , Lh•; 
: ''~ s ·. :r•:l•ucn ·• •s based on unique facts and c l r cum:st lnces and 
::as '"' ;::rec eoential ·:alue. IEXH 35. p. ~11 !\tmll 1rly . :.~..: 
• :"".-. !:. 1 n• :Jecision ; t hio: currenl proceec :. nq 1S C"'lS.-. ! v :'\ ..! 
rev1ew ~no ~~alys1s of L.~ e videnct p:as enLcd by tn~ pd: · .··s ~ J 
•o~rass ~ l~g ls!atlve d1re~t1ve . (Order , pp. 71-861 

Accord 1 ng ~o GTI::rt.,' :.; w i ~ness Sovc r o 1 qn, the r cccm:n~·:,.Jt" j 1 :. ·:~s 
. ere dev~loped us1ng an lnd~,:stry ana lys1:> perlo rrn•·d by TF! ·llhl 
p: o: ess1onal optnions from G"'E and the Regional Dell Opcnt::hJ 
CO!'l?anles lkBOCs) . (f.XH 20, pp . 33- 3 41 The Order clcMiy oldd"esses 
the Co~~ss : on ' s conc erns Wlth the substttutton model ust'd In Tf! ' s 
stu:hc:s and also addresses why the results were r;on:nde red not 
reasonable . (Order, pp. 72 -7!>) Accordingly, based on thP aho vn 
ar.1lys : s , sta ff recomrneads t hat the Comrnlssion deny GT!':!'L ' s 
PetitiOn fo r Reco nsidera tion wi th regard to deprec1at ion lssues . 
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COST OF Wc'UL 

(;7EF:... c1lso see .- s reconstderatlon on cost ' : - 1pl ta l l S:SU··.:s . 
G7E:FL drques that the ca pttal structure rultng must !)<! reconstder•Jd 
because 1 t oveclooks GTE:f'L' s evidence 1n favor o f lnformllt !o n 
outside the reco r d of r hls proceeding and draws c o nc lustons lth JL 
are no t JUStt!ted by · he evidence t he Commtssto n c ned tn 1 ts 
O:der. 

First, GTEFL contend s t ha t the Commisston cannot rel y o n 
mostl y unnamed o rders from other states whll e 1gnonnq tnform<H 1on 
1 n lts o wn recor d . Second, GTE:FL a rgucs that the Comm1 s:. t 0 11 

.rported tts reje~tion of GTE:FL's p r oposed capttal struc:ure casec 
o n a s o urc e out , ide of the record in th1s proceeding . Thtrd, 
becaus·• AT,'!'/Mr.r witness Hl r shleifer ' s dnJiysl" ~:; n<ll <II Oundcd 111 
til,· " :;•,nuco ry d irective , " the Commissi on ' :~ reliance u pon h1s 
tesnmon·,- and con:lusions is ill-!ounded. Founh, the Co:r.:nissto n ' s 
c ost o f cap1 ta l a nalysis overlooks o r mtsconst r ues rtsk evtdenc e . 
Becaus e wt t~ess rl lrshleifer ' s testimony d 1d not pertain to l ocal 
serv1ce, the c~mm1~sion ' s conclus i o ns based on that ev1de~ce are 
un) usti!ied . ~oreover , the Commission a ppare ntly over ; vo~ed 
GTEF'L ' s f'lorida-~pecific e v idence o f nsk . Finally , the 
Co:-.'lllSsio n ' s decision was s ke wed by its m1 s apprehens1 o n o f a nd 
~al lure t o cons1der key points o ! !act. 

Jo1nt Respondents 

The Jotnt Respondents state that GTE:F~' s pr1mary arqument w i ~h 
r ega rd ~o the Corrmission ' s decision on cos~ o ! c apttal I s that the 
dec1s 1o n l acks evident i ary support. The J otnt Respondents no~e 
that the Comm1ssion specifically rel led upo n the tesumony o f 
AT&T/l'.C ! witness Hirshleifer in re Jecting GTE:F'L' s cost o f capital 
p r o po sals . (TR !52-20.1 , 209-250; Hirs hlcder Olf<!Ct , pp. 5 - 56 , 
Rebut~al pp . 2 -~2) The Jotnt Responden t s st:ess t ~at , o n •he 
quest ion o f business rtsk, GTE:FL' s own pctlt~on : o r reconsideration 
ma~es clear that GTE:FL's complaint with the Order is the weight an1 
i nte rpre t ation given to the GTE:FL testimony . The Commt ~S l on 
c l e arly weighed the evidence and re jected GTE: f'L witness Vander 
'l'l e 1ae ' s testimony in favor o f t he testimony o ! AT& T/!iCr wltnc s s 
Hushlet ~er, •.thlch is the Conunisston' s prerogatt'le. Gul! Pgw"r r:p . 
•1 . fPS<: , 45 3 So . 2d 19') ( Fla . 1984 ) ; United T¢l"ph9DP Co , '/ , 11ayo, 
H~ 5') . 2d 6~8 ( F'la. 1971). In conc l uSIOn , GTE:FL ' s pctitlon J S 
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tha t the Co::'.rnt ss i on b<~sed its c:loci9lon upon competent , substanu.t! 
o v idencL in the rocord , l.e ., the tcstlmontes v f wttnesS .. .! S 
btlltngsley and Hi r shlot!er, not tho tact lhdt all th~ other S~Jt~ 
regulatory <:~>mmiss lons wllnuss Vander Wu1de appeared be!'o : e c- :: 
b-.~•1 f o t GTE also rejected his recommended capaal structu r e . 

GTE; :. 'lll<'ges 1 hat the Commi:J:Jl on :wvpo neJ as re Jecu on ~: 

,;n:n : :< pro pv• .. •d Cdpl ta l st ruc ture based on 1n!o rmauon no t tn tne 
record o t ChlS v rocoeding. CT E:fL ' s al legation ~ ~ tnco rrect on t •.Jo 
counts . finlt , t he OuH & Phelps Credit Rat1ng Company press 
release ci t ed by ~TEFL l n Its petition Is 1n the r eco rd. ThJs 
document '"'as provided by GTE Fl. i n response to a s tatf d 1scovc:ry 
request a nd '"'as e ntet -ed into the record as pa rt of E:xhibit 35. IEXH 
35 , p. 39 3) ft i s p1. nling why GTE:FL would now argue , as it does 
on page 10 of i ts pe c i tion, that I t doesn ' t know what the press 
release says . But mo re importantly, as pre v•oualy me ntio ned , the 
Commission ba sed I t:l capital s truc ture dec i sion on compete nt , 
s ubstantial e v idence I n tho record . The referenc e t o the Du ff & 
!' helps press rel1.:a5e and how GTE planned to flnance the f,l l l <)rt 
acquisition o f MCI was only pro v ided t o il l u!Hr.olt: whal t he 
t i~cumen t says on it s f ncQ . 

l! e x t , :.t a ~ f believes tha l GTEFL' s a rgume nt r ega rding the 
Commi$S ion · ~ fai lure to f o llow tho statutory direct ive is without 
me:i t . Staff no tes that this is a proceeding to select a c os t 
proxy mo1el c l.at estimates the total f o r·.,ard-looiung cost. o f 
providing basl- local t e lecommun1cat1ons se rvice tn Flortda . The 
ult •mate pu rpose o f ~electing B UC h a mode l l!l to ""si;;t t he 
Legis lature i n e s tabl lshi ng 11 permanent universal ser•:tce fund tha t 
..,tll preserve and advanc e un i versal service , as requ a ed by Section 
254 o f the Tel ecommun icat ions Act o f 1996 ( ",\cL " l and Sect.t o n 
36•1. 025, Florida Statutes. On page l o f its Post -heanng Sta tement 
and Brie(, GTEfL appears to recognize that the pu rpose o f thls 
p r oceed tng ts to dete rm i ne and rep _rt t o ~he Leg i sla ture the cos~ 
of bas•c local telecommunications se rvi ce dpproprtate !o r 
establts h i ng a permanent unive r sal service mechantsm .1 nd that t he 
Co~~ssion's selection o f a C03 t model should be predicated on thlS 
unde r lying purpose . (GTEFL Br l) 

Appar~ntly, CTErL has baeome so fixat ed on t he references made 
in ·•itness Hi rshlei fer ' s testimony regarding the bus <ness o f 
leas1ng local e xchange telephone netwo rk elements that. lt has 
comp letely overlooked the fact t ha t hls tes'tlmony a lso discusses Clt 
leng th the bus i ness of provid i ng universal service . !TR 196-191 , 
246-24?) In lts Order , the Commission c ieady states that ,t 
relied upon AT&T/t1CI witness Ill rshl ei fer' s testimony r egard1ng the 
provi sion o f uni versal servic e , whl ~h GTE:rL accurate ly points out 
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.-~l::\pl y ! t..•,.Jrqumen t , ... 11\d reCfln s idcr.atl 0 11 th •' t• · Jo rt· \ '1 lmpt o p"t .10d 
l.<>u ld bl! d •'rli~d . 

Staff wt . address each o f GTE:f'L' s <lrCJuments poHt ' by p , lnt 1n 
tne unde r lytng o.scuss1on and prov1dc a concludtnq r~co~~e~datt ~n 
on the pet! tton w t ~h regar~ to the cost o f capttal ljsues . 

GTE:F'L' :1 c laim t l>at the Comm1ssion' s capital st r ucture dcc lst on 
lacks evtdcntiary suppo rt i s unfounded. The Com::nsston ' s coc :st on 
: o adopt a c apttal st r ctu r e o f 60\ equay .1nd 40\ rlt•l•t t s c J ... ot ly 
·; lpported by the reco: d. Appear1 ng on bchul t o~ Sp~:nt , w::ne ss 
Bllltngsl ey relied upon a capi tal structure o~ 59.o> eqt;: ·.·,- a:::: 
; 0 .4 i debt to ~Sttma~e Sprint's we ighted a verage cost of capttal . 
1£XH 39, p . 546) Appearing on behalf o f BST, witness Billtngsley 
relied upon a c a p ital s tructure o f 60\ equi ty and 40~ debt to 
cstlmate BST' s we ighted average cost o f capital. IE: XIi 30 , p. 59 91 
ft na lly, wltnes:> Hirshleifcr, appearing on beh<~ lf o r AnT/ MC I , 
reli~d upon an average capita l structure o f 6 1. 5~ equtty and JB . S~ 
debt for •·s t . ma: ing the we1ghted avf'rage cost o f C<lpllal ~or SST . 
S;n•n~. ar.'i GT£FL. (TR 192-1 95) Therefo r e , conuary to G7E:F:. ' s 
claim, ·he Cor.4ission ' s capital structure r ul tng 1s suppo r ted by 
competent , su~s:antial evidence in the record . 

As not~~ above , th~ Commission c l earl y relied upon ev 1dor ~e 1n 
the reco rd tn rendering its capital st r uctu r e dcciston . The 
reference to o rders from o the r state' reg ulatory commtsstons wa s 
made as a potnt o f compa rlson, not as a ba5 1S t o r th~ daC I S l On as 
GTE:F:. alleges . It is well wtthin the Co~~•ss1cn ' s prcroqatt~e t o 
cons.:.~e r- deClS l Ons re9ard1ng stmtlar 1ssues r end~r{)d 1n c :he:­
Jurzsdlctlons . The Order refere~ ·ed only the Hawdlt dnd Alas ka 
dec tsions by na~e because these decisions represented the range o l 
oqu1ty ratio5 a pproved f o r GTE:-aff iliolted compa n1 es 111 o the r ~tat-es 
s1ncc the ptlssage o f the TelecommunicatI ons Act o t 199& . in 
r~:sponse to a sta ff discove ry r equest for cop1"s o ~ alI s~ate 
CO<=lsston o rders Issued since January I , 1996, !nvol vu'lg th" GTE: 
parent company IGTOC) or any o f 1 ts afftllated comp~ntes 1n wh1ch 
cost o ! capital was decided, GT£FL prov1ded 8 o rders . These o rders 
'.lerc entered tnto the record as part o f E:xh 1 b1 t 14 . 1 n response t o 
a stat f dt scovery request regarding every st ate :n wh> c h w> tness 
Vander Woldc testified o n behalf o f GTE: s1nce Janu~ry l , 1996, 
GTEF~ responded that he appeared on beha l f o f GTE: In \ 3 states . 
(E:XH 35 , pp . 12-141 Tho c ase invo lving Massachusetts c tted !by 
GTE:f'L 1n tts petttzon was not referenced 1n eitne r response a~d 
there fore was neve r made available !or cons 1dc : au on . It " ' 
evidence that 1s not i n the reco rd. llowcver , the pnm.Hy po snl ts 
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.n J lS b r1et ls the "undcrlytnq purpos•• '1 o t · hl·l p t •'c~,·dlttr r. 
~-:o :- eove r . GTE.f"~ '"' 1 t ness Vander We tde d L·~ul · ·d t.hu:. , ~ n ~he =..Jr.' ..., .x · 

t 1 s tuoy t o loo, 1nto the poss1blltty o ! a u rH ·;.·rsa I s~r·t: c .. 
lund , many people would us~ un:•tc rsal s~ r·n c~ .. :oJ ba!l : c : cc ). 
:~lt:lcc.,-.munlcatl ons s erv1ce as syno,yms . (EXH 2 1. p . 1) 

Next , GT!:ft. a rgues that the CorMnss1o n m1 s cons trued the n s < 
~ 'll.Or: . ... ~ . !t. is GT£FL, not the co~.mlSS l Orl , thac has mtscon sl Ul -ed 
t he r1sk ~ ·tidence 1n the record. As not:ed 1n tht• Order .1ad "' 
':;7Ef L reacl- "! ad.-nir!:: 1n lts petttt o n , the ll n ftrh ."'" tJl ~a:•.·· l 
conunuous ly ao..~ . .,r\) a nd 1ncorpo ra te Jnt o rmatl on about compellll "' 
·llld technologic al and regulatory change. Wltnc,; :t llt: s hl •'ll •·• 
~es t i lled that , whcr. assess tnQ the cost o L c;,tpltal o l t~ny pubiJ c ly­
' • · •~h·d compan y, tho market a ccounts for a I I known ris ks e x 1 st 1 n::J 
.: u rrently and the po ss ibility o ! n s ks tnat could develop o r 
tnc~ease 1n the !uture. He f u rther noted that the market 
continuously evalua~e~ real-world information regarding all 
relevant risks , Including those which may ar1se o r 1ncrease 1n the 
future , and incorporaLes the likelihood of those risks occurring 
tnto t he current cos ts o f capital of the telephone ho ld ing 
companies . (TR 238; !:XH 16, pp. 39 -40 , 71) Witness Vander We1de 
dCknowledged t hat invcstors consider al l rls ks , includtng t ndust ry 
c hanges , that a f! nn m1ght i ncu r over ~:he f uture 11! e o < the 
compa ny. (TR 263- 264 ) t:ach of the witnes3es In this proceeding 
relied upon market information in the analyses supporting thetr 
respect ive c os t o ! c apital recommendat ions. By rely1ng upon L~e 
test !moni es ot '"i t. nosses Vander Weide, Ollllngsley, and B i rshle l!e r 
1n render ! ng 1·s cost of capltal decis i on , the Corr.,is:non has 
cons1dered : he r~ levant risk ev1dence 1n the record. 

S1mi larly, GT!:E'L' s claim that the Corr.mlSS l o n O'ter:oo-.eo 
GT!:Ft.' s specific ev idence of risk is unfounded . In its Order, tho 
Commi ss i on states that to the e xtent t he discussion o f n s k tn 
witnesses Bill1ngsley' s and Vander Weide' s tes t imonies addressed 
the globa l state o f the telecommunications indus try rather t han he 
actual business o ! provid 1ng univers 1 serv1ce 1n F lorldd , 1t was 
!! relevant t o the determ1nauon o f the cost o( cap1tal Ln th>s 
procood1ng . This conclusion is supported by evidence :n · :le 
rec ord. !HirshloLfer TR 196-1 99 ; EXH 16, pp . 57 - 58) The Order goes 
o n to state that, to the e xtent the market conside r s t he rl ~ k s 
refe rred to by witnesses Bill ingsley and Vander We de r~le·;an: r o 
the provis1on o ! bas1c local service, 1t has been a ccounted ~or 1n 
the f inancial meas:. res used by the witnesses to estlma•e the cost 
o : c~p• tal of these companies. This conclus 1on 1s also supported 
by evtdence 1n the reco=d . !llirshleifer TR 238 ; £XB 16, pp . 39- 40 , 
71 l Simply because t he Commission adopted a cost of cupi tal figure 
~1fferent !rom what GT£FL rec~~ended does not mean the Comm1ss1on 
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r~:::: :-:o: constder GTEf"L' s fl onda- spec1!lc ••v1denc·· o: ~ :sk as (;TEFL 
~:!PgC5 In ItS petttt On. 

::or · :nuing 1ts !amil1ar t une , GTE<!. cl.l:rs th .ll " "" 11n 
• ~ p· ~ -.. · s .. , "'ltncss Htrshlet !er ' s OCF ant•lysts u:.'!! l.:.b!t:-ary .J:td 

d.:purt 11 om mat'•et considerauons a nd therefo re, there 1s no bas1s 
fa ~ t!ie Co:r.miss1 :1 ' s re liance on hts tcst!.mony . Clt-\•lrly, the 
··.or.-nss:.' n simply c!1 ·~\I reed with GTEfL ' s op1n1 on on lh:s po1nt.. 
WL •ness Hl rs hl ei (er t ~Sti!ted that the (o rm O! the OCF mO~G l he 
used is well s upported tn the fir.ancial convnunny. (TR 167 - 171 1 111 
addit:on, witness Hirshlei !er testified that 1t was wtlnuss Vander 
Wetde' s analys 1s that w.Js arbi t rary and departed 1 r om market 
constderauons because he did not demons trate ho'" his tndex o ! 
co~~antes from such diverse Industr ies as automobile manufactu re rs, 
011 compan tes, producers of food and food Ingredients. pub!:shtng 
and entertainment compan : es, and pharmaceutical compantes was 
comparable in r i s k to GT~fL. Witness ll ir s hlelfcr conc luded that 
because witness Vande r We ide's analysis was based upo 11 the 
pe rformance o f larqe ~ ndu,trial ~ompanies rather than a group of 
.:: ... rr.pa: ,ble companies , his resul t s were of no relevance to che 
bus iness o f provid~ng universa l service. (TR 244-246 ) The 
Co~~1ss1o~ · s d~c! sic n in th is proceeding was not "s ke wed by 1ts 
n1 sapprehe~s 1on o f a~d !allure to constder key po tnts o f :act~ as 
GTEFL alleg~s . out =ather was based upon evid~nce tn the recor d 
with ···hl c h GTF.fL s imply di!lagrees. 

f tnally, <;TEFL i ncorrectly alleges in ns petiuon thilt 
wttness Vdnder WetdP' s testimony regarding the oppropr l,lle cap i t3l 
Structure !or calculating a firm' s weighted cost o f capital was not 
rebutted i n this p r oceeding . Not o nly d1d '" ltness lhrshl et !er 
di rectly rebut witness Vander Weide' s teStimony, but as menltoned 
earlier, witness Vander Weide's testimony was de facto rebutted by 
the bet that no other state commiss l.on has accepted h,s 
recommended capital st r ucture fo r putposes o r detcrm lntng tine 
we ighted average cost of capital in this type o f proceeding. (TR 
246-2 47 ; EXH 14 ) 

ronclu;u on 

!n cons idering the evidence in the record when rcndertng 1ts 
dec1s1on regardtng the appropriate cap>taJ structure 1n~ o ve rall 
weighted cost of capital !or purposes o t ch is procood1ng , the 
Commi s s •on evaluat ed and weighed the cv ide nee and testimoni es 
prov1ded by witnesses Vander Weide, Bi llingsley, and H1 rshle1!e:. 
Such an evaluat1on is clearly the Commission's prerogaLtve . After 
a careful r ev1ew of the reco rd in this case, 1t 1:1 clear t he 
Co~ission lid not rely upon in!ormaticn outside the reco r d , draw 

- 21 -



DOC KE:T NOS . 98 0696-TP 
CA7E : Marc h 18 , 1999 

un·,...arranted conclusions from lnfo rmat 1. on !n • hf" r eco :- , i . H 
mtsapprehend t'V tdence l n the reco rd , as a! !o:gud by GTI:.n •. 
M~> reove r , GTEF"L' s petitio n did not ident ify any po >r>ts o f tac t o r 
l.;w . ..,.hich ~·e re o verlooked o r not considered by the Co:nm1 ss ton . 
GTEr~ · · a rguments ~egarding the Co~~ission ' s capttal s truc ture and 
cos t o f ~ -~ital decisions arc simply r eargument o f tssues that ~ere 
dec1ded dtft~ ·ently by the Commission t han were advocated cy GTE:fL . 
f o r these reaso~: . GTEfL has not pro vided a n approp r tate bas1s : o r 
reconsideration oC these issues . 
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I SSQE 5 : Shou. i :his doc ket be closed ? 

!lECOHHEN[!ATION: Yes , "hlS docket should be c losed upon t s suance o i 
::.he c .,.-.rtussion ' s Orde r . r. th1s recommendatlon . (COX) 

STAFF 1\NALYSIS: Whether the CoiTI!liss ion a pproves o r den i e s s t aff ' s 
reco.-mendatlons, this doc ket s hould be c l os ed upon 1ssuance of the 
CommlSSlo n' s Order on the re~ommendat ion . 

- 23 -


	1-19 No. - 8342
	1-19 No. - 8343
	1-19 No. - 8344
	1-19 No. - 8345
	1-19 No. - 8346
	1-19 No. - 8347
	1-19 No. - 8348
	1-19 No. - 8349
	1-19 No. - 8350
	1-19 No. - 8351
	1-19 No. - 8352
	1-19 No. - 8353
	1-19 No. - 8354
	1-19 No. - 8355
	1-19 No. - 8356
	1-19 No. - 8357
	1-19 No. - 8358
	1-19 No. - 8359
	1-19 No. - 8360
	1-19 No. - 8361
	1-19 No. - 8362
	1-19 No. - 8363
	1-19 No. - 8364



