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BEFORE THE 

FLORIDA PUBLIC SERVICE COMMISSION 

TALLAHASSEE, FLORIDA 

REBUTTAL TESTIMONY OF 

WILLIAM J. BARTA 

JUNE 8,2000 

DOCKET NO. 990649-TP 

I. QUALIFICATIONS 

Please state your name and business address. 

My name is William Barta, and my business address is 7170 Meadow Brook 

Court, Cumming, Georgia 30040. 

What is your occupation? 

I am the founder of Henderson Ridge Consulting, Inc., a regulatory consulting 

firm. The firm's practice focuses on the technical and policy issues confronting 

the telecommunications and electric utility industries. 

Please provide a summary of your education and professional experience. 

From 1975 through 1978, I attended The Lindenwood Colleges where I received 

a Bachelor of Ar ts  degree, cum laude, with a study emphasis in accounting. 

Upon graduation, I held accounting staff positions with a privately-held 

corporation and with a division of a large, public corporation. The primary 

responsibilities of these positions were to perform financial ratio analysis, cost 
D O C U Y i ;  h'l rp-t,qiE 
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accounting functions, and to supervise the monthly book close and preparation of 

the financial statements. In 1980, I enrolled in the graduate business program at 

Emory University and received my Masters of Business Administration with 

concentrations in finance and marketing. 

After graduating from Emory University in 1982, I joined the Bell System as an 

Account Executive where I was responsible for the sale/lease of regulated 

products and services to large business customers. In late 1983, I transferred to 

AT&T Communications where I provided a broad range of accounting regulatory 

support functions to the nine state Southern Region. 

From 1986 through 1988, I held various positions in the regulatory departments 

of Contel Corporation, an independent local exchange carrier. My responsibilities 

ranged from tariff support to ratemaking and rate design issues to line of business 

feasibility studies. 

In April 1988, I joined the firm of J. Kennedy and Associates, Inc., a regulatory 

and economic consulting firm. As a Manager at Kennedy and Associates, I 

directed or supported the ratemaking investigations of major telecommunications 

and electric utilities. My work covered rate design, revenue requirements 

analysis, and the determination of the appropriate cost of capital and other issues 

associated with traditional rate basehate of return regulation. 

I have conducted management and compliance audits of regulated 

telecommunications and electric utilities. I have examined utilities’ filings 

regarding other matters such as merger proposals, alternative regulation requests, 

2 
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4. 

Q. 

4. 

affiliate relationships, network modernization proposals, and emerging 

competition. 

Since the passage of The Telecommunications Act of 1996, I have participated in 

numerous regulatory proceedings initiated in response to the Act’s pro- 

competitive mandates. The policy and technical issues addressed in these 

proceedings include universal service and access charge reform, interim and 

permanent pricing for local interconnection and unbundled network elements, 

avoided retail cost studies for resale purposes, evaluation of local number 

portability cost studies, assessment of Contract Service Arrangements, reciprocal 

compensation for intercarrier local exchange traffic, and the mediation of joint 

use pole disputes. 

Do you hold any professional certifications? 

Yes. I am a Certified Fraud Examiner and a Certified Public Accountant with an 

active license to practice in the State of Georgia. 

Please provide a brief overview of your experience that is germane to this 

proceeding. 

The Florida Public Service Commission has initiated the instant proceeding in 

order to establish permanent, deaveraged rates for unbundled network elements 

(“UNEs”) that the incumbent local exchange carriers must provide to requesting 

carriers in Florida. I have been involved andor testified in state regulatory 

proceedings that have addressed the policy and cost issues surrounding the 

implementation of UNE rates. In these proceedings, I have had the opportunity 

3 
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Q. 

A. 

Q. 

A. 

Q. 

to become familiar with the cost methodology and the cost proxy models 

sponsored by the carriers in support of their proposed UNE rates. During the 

course of my analysis, I have reviewed the model platform and default input 

values of the TELFUC Calculator, the Benchmark Cost Proxy Model, the 

Integrated Cost Model, the Hatfield Model, and most recently, the Hybrid Cost 

Proxy Model (“the HCPM) developed by the Staff of the Federal 

Communications Commission (“the FCC”). The output of some of these 

forward-looking economic cost models is being considered in this proceeding in 

support of the rates for deaveraged UNEs and UNE combinations. 

Additional detail with respect to my qualifications can be found in 

Exhibit-(WJB-l). 

On whose behalf are you testifying in this proceeding? 

I am testifying on behalf of the Florida Cable Telecommunications Association 

(“the FCTA”). 

What is the purpose of your testimony? 

The purpose of my testimony is to discuss many of the issues that the 

Commission has ordered to be addressed in the prefiled testimony to be 

submitted on June 8, 2000. Specifically, my testimony addresses Issue nos. 6, 

7(b), 7(c), 7(d), 7(t), 7(u), 9(b), and 13 of the Commission’s list of issues. 

Please summarize your testimony. 

4 
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4. The Commission has initiated this proceeding in order to establish permanent 

prices for unbundled network elements and UNE combinations. The primary 

consideration of the Commission in its efforts to establish permanent rates for 

unbundled network elements and UNE combinations is to base the rates upon 

fully supported cost studies that closely follow the appropriate costing 

methodology. If appropriate cost-based rates are developed, then the attendant 

concerns of regulators, the incumbent local exchange carriers, and other parties 

should be satisfied. Appropriate cost-based rates will promote fair and 

responsible competitive entry under the requirements of the Telecommunications 

Act of 1996 and will protect the incumbent local exchange carriers as the 

providers of the facilities necessary to provision the unbundled network elements 

and UNE combinations. 

The complexity and magnitude of the ILECs’ filings have prohibited a 

comprehensive examination of the key areas of the TELRIC studies within the 

ordered procedural schedule. Nevertheless, it is evident from the initial review of 

the carriers’ cost studies that the expenses subject to recovery (and the resulting 

UNE rates) appear overstated. 

There are many examples within the cost studies that suggest the costs are higher 

than would be expected on a forward-looking basis. For instance, recurring 

capital costs are overstated as a result of the carriers adopting aggressive capital 

recovery rates and assuming high costs of capital. In addition, the forecasted 

operating expenses exceed existing levels which is contrary to the carriers’ own 

declining cost trends experienced over the last several years. Finally, the 
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Q. 

A. 

proposed common costs do not exclude the appropriate amount of avoided retail 

costs, thereby burdening the wholesale UNE market with unnecessary expenses. 

The Commission is urged to modify the carriers’ TELRIC studies in order to 

develop more reasonable rates for unbundled network elements and UNE 

combinations. It is also important that opportunities be afforded to undertake a 

comprehensive examination of each area of the ILECs’ TELRIC studies. 

When is it appropriate for nonrecurring costs to be recovered through 

recurring rates (Issue 6)? 

As a general principle, the recovery of the ILECs’ one-time costs should be 

recovered through nonrecurring charges. But it is a common practice in the 

telecommunications industry to recover nonrecurring costs through recurring 

charges. In many instances, it may be more appropriate for the ILEC to recover 

its nonrecurring costs through recurring rates over a reasonable period of time. 

For instance, construction costs incurred by the ILEC to provide an individual 

subscriber or CLEC a requested telecommunications service may be recovered 

over period of time rather than through a nomecurring charge. The ability to 

spread the nonrecurring charge over a reasonable period of time reduces the 

immediate financial burden that would be imposed upon the requesting party. 

The ILECs’ costs to develop operational support systems (“OSS”) and the 

electronic interfaces that will provide connectivity for competing local exchange 

carriers should also be recovered through recurring rates in lieu of nonrecurring 

charges. The benefits of the enhanced OSS will extend beyond the one time, 
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P. 

4. 

P. 

4. 

nonrecurring cost charged to a competing carrier. Instead, the ILECs should 

capitalize the expenses associated with the development of electronic gateways 

and system enhancements over the economic life of the OSS. This will more 

appropriately match the costs with the expected benefits of the investment. 

How are depreciation charges recovered in the ILECs’ TELRIC studies 

(Issue 7(b))? 

Depreciation charges are treated as a recurring capital cost in the ILECs’ 

TELRIC studies. 

What are the appropriate standards that the ILECs should follow in 

developing depreciation lives for the purpose of their TELRIC studies? 

Since the ILECs are required to submit forward-looking economic cost studies, 

economic depreciation rates that reflect the forward-looking lives of the network 

facilities and the economic value of those assets should be used in the TELRIC 

studies. Theoretically, the economic depreciation rate results in the systematic 

reduction in the book value of the asset that makes the book value equal to its 

market value. The plant specific depreciation lives that are used to develop 

TELRIC costs should be based upon the expected economic lives at the least 

cost, currently available plant. 

Depreciation lives based upon forward-looking economic cost concepts are 

commonly referred to as projection lives or “P-Lives.” P-Life depreciation rates 

are distinct from other depreciation lives, such as remaining lives or average 

service lives, that reflect historical plant deployments. 
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2. 

4. 

a. 

4. 

Q. 

A. 

What information is available regarding projection lives for 

telecommunications plant? 

The Federal Communications Commission prescribes a range of projection lives 

for over thirty categories of telecommunications plant on an individual carrier 

basis. The FCC developed the projected depreciation lives based upon detailed 

analysis that considered the most recent plant retirement patterns, the individual 

carrier’s plans, and the current technological developments and trends. 

Do you believe the projection lives developed by the FCC represent the best 

information available regarding a local exchange carrier’s capital recovery? 

Yes. The FCC has conducted extensive studies of each major local exchange 

carrier’s network facilities. In the course of its depreciation studies, the FCC 

reviews each carrier’s plant studies and future network plans. The projection 

lives are developed in consideration of the carrier’s plant studies as well as 

industry trends and technological advances and patterns. In addition, the FCC 

meets with the state Commission Staffs in order to discuss market conditions 

confkonting individual carriers and the status of its network. 

Do you recommend that the FCC depreciation lives be used in the ILECs’ 

TELRIC studies? 

Yes. Based upon the FCC’s broad industry experience and expertise, its 

prescribed projection lives and future net salvage estimates should be used to 

calculate the ILECs’ TELRIC estimates. The forward-looking depreciation lives 

and future net salvage estimates prescribed by the FCC are grounded in a 

8 
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comprehensive examination and offer an objective alternative to the capital 

recovery rates proposed by the carriers. 

The FCC has not prescribed rates in the case of the Sprint operating companies. 

In lieu of FCC specific rates, the capital recovery rates adopted by the FPSC for 

Sprint should be used in the cost proxy model. It should be noted that Sprint has 

already adopted these rates as its model input values: “In this filing, however, 

Sprint has made what it hopes the Commission will find to be an appropriate and 

practical concession, and has used the depreciation lives ordered by this Florida 

Commission in the Universal Service Fund Docket No. 990696-TF”’ (Direct 

Testimony of Mr. Kent W. Dickerson, page 11, lines 11 through 15). 

The carrier proposed rates and the FCC-prescribed rates for BellSouth and GTE 

can be found in Rebuttal Exhibit-(WJB-2). 

Is there any support that the FCC’s prescribed projection lives and future 

net salvage rates for BellSouth and GTE have resulted in forward-looking 

economic depreciation rates? 

Yes. A review of the relationship between the depreciation reserve level and the 

balance of plant in service reported by BellSouth and GTE through the carriers’ 

ARMIS filings suggest that the FCC’s prescribed depreciation rates have resulted 

in forward-looking, economic depreciation rates. The depreciation reserve level 

is frequently used as an indicator of the efficiency of the capital recovery process. 

It is equal to the accumulation of historic depreciation accruals net of plant 
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retirements. The depreciation reserve level reflects the amount of the ILECs’ 

original investment that has been returned to the carriers by its customers. 

A key relationship exists between a carrier’s depreciation reserve level and its 

plant in service balance. In the face of a growing plant in service balance, the 

carrier would be expected to report a lower depreciation reserve level relative to 

the plant in service balance, absent any change in the level of its depreciation 

accruals and its normal retirement pattern. On the other hand, a higher 

percentage of depreciation reserve level relative to the plant in service balance 

would tend to indicate that the carrier is recovering the return of its investment 

over a more accelerated period of time through its depreciation accruals. The 

higher depreciation accruals suggest that the economic lives of the plant in 

service have been shortened to reflect technological and/or market 

considerations. 

The plant in service balance of BellSouth has increased nearly 36% from $8.9 

billion to $12.1 billion during the period of 1991 through 1999. In 1991, the 

depreciation reserve level represented 50.37% of BellSouth’s plant in service 

balance. By 1999, the depreciation reserve level had grown to reflect 67.25% of 

the company’s plant in service balance. 

The plant in service balance of GTE has grown nearly 47% from $3.2 billion in 

1991 to $4.7 billion in 1999. The accumulated depreciation reserve level, 

however, has outpaced the growth in the carrier’s plant in service. In 1991, the 

depreciation reserve level represented 41.93% of GTE’s plant in service balance. 

10 
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Q. 

A. 

By 1999, the depreciation reserve level represented 68.64% of the company’s 

plant in service balance. 

The fact that the growth in the carriers’ depreciation reserve levels has exceeded 

the substantial growth in the plant in service balances is evidence of the FCC’s 

commitment to prescribe forward-looking, economic depreciation rates. An 

analysis of the carriers’ depreciation reserve levels and plant in service balances 

can be found in Rebuttal Exhibit-(WJB-3). 

What overall cost a :apital has been assumed by each of the ILECs in their 

cost proxy models (Issue 7(c))? 

In developing its TELRIC studies, BellSouth uses a cost of debt of 7.0% and a 

cost of equity of 14.08%. A debt ratio of 40% is used which results in an overall 

cost of capital of 11.25%. The projected overall cost of capital mirrors the 

current interstate rate of return of 11.25% authorized by the FCC. BellSouth 

asserts that the default model input value of 11.25% is reasonable and that its 

actual investor-required rate of return, as estimated by its cost of capital witness, 

is in the range of 14.61% to 14.91%. 

The 12.737% overall cost of capital projected by GTE for use in the ICM is 

based upon a cost of debt of 7.03% and a.cost of equity of 14.3627%. The 

capitalization ratios are assumed to be a debt ratio of 22.1657% and an equity 

ratio of 77.8343%. 
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Q. 

A. 

Q. 

A. 

Sprint forecasts an overall cost of capital of 13.19% for use in the BCPM 3.1. 

The 13.19% overall rate of return is comprised of a cost of debt of 8.08% and a 

cost of equity of 13.78%. A capital structure consisting of 10.36% debt and 

89.64% equity is assumed. 

What observation do you have regarding the cost of capital assumed by the 

carriers in the cost proxy models? 

The most striking observation is the widely divergent capital structures that are 

projected to be employed by the carriers. Sprint and GTE assume that their 

capital structures will consist of approximately 90% and 78% equity, 

respectively. BellSouth, on the other hand, is much more realistic and projects a 

capital structure with a debt ratio of 40%. As a fundamental operating principle, 

the carriers are obligated to their shareholders, customers, and regulators to 

deploy the most efficient, low cost capital structure. But equity ratios that 

approach 80% or go%, in tandem with high cost of equity estimates, 

unnecessarily increase the overall cost of capital. To the detriment of retail and 

wholesale customers, the inflated cost of capital will be designed into the 

carriers’ rates. The equity-rich capital structures proposed by Sprint and GTE 

should be rejected in favor of the more realistic debt ratio presented by 

BellSouth. 

Do you believe the FCC’s benchmark rate of return is a suitable proxy for 

use in the carriers’ forward-looking economic cost models? 

Not necessarily. It is likely that the forward-looking cost of capital for each of 

the ILECs falls below the FCC’s benchmark rate of return of 11.25% which has 
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P. 

4. 

P. 

A. 

been used since 1990. The appropriate cost of capital should recognize current 

capital market conditions as well as those that are likely to he encountered during 

the rate effective period. In addition, the cost of capital should reflect the lower 

business risk attributed to the inherent efficiencies derived from the incumbent 

local exchange carriers’ network economies of scale and scope. 

The authorized intrastate cost of capital for a regulated utility is typically decided 

by the Commission after hearing testimony from the parties participating in the 

proceeding. The cost of capital input value in each of the ILECs’ cost proxy 

models should be adjusted once the Commission reaches its decision regarding 

the appropriate forward-looking cost of capital. 

What tax rates should be used in the cost proxy models (Issue 7(d))? 

The tax rates used in the cost proxy models should reflect the current federal and 

state income tax rates. The currently effective ad valorem and property tax rates 

should also be adopted for use in the cost proxy models. The carriers’ 

approaches to estimating the currently effective ad valorem and property tax rates 

appear reasonable. The composite income tax factor used in the cost proxy 

models reflects a state corporate income tax rate of 5.5%. 

How significantly do the assumptions regarding operating expenses affect 

the results of the models (Issue 7(t))? 

The level of operating expenses greatly affects the cost estimates generated by 

the models to provide unbundled network elements and UNE combinations. The 

carriers’ assumptions regarding inflation and productivity, as well as the reliance 
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upon historic relationships between expense and investment levels, can result in 

TELRIC studies that overstate the ILECs’ need for cost recovery. 

How are the operating expenses developed in the ILECs’ cost proxy models? 

The operating expenses proposed to be recovered by the ILECs are estimated by 

massaging base period expense levels through a series of adjustments and 

factors. The base year expenses may then be adjusted through inflation factors 

and productivity offsets as well as “normalization” adjustments in an effort to 

make the baseline data representative of forward-looking conditions. Other 

adjustments may also be proposed such as an avoided retail expense adjustment, 

activity based cost adjustments, special study adjustments, and shared and 

common cost adjustments. Annual charge factors are also developed under a 

costing pool methodology that assigns individual plant and expense account 

activity to one or more cost pools. 

What analyses have you conducted to determine the reasonableness of the 

ILECs’ estimate of the forward-looking operating expenses included in their 

TELRIC studies? 

I am in the process of reviewing the carriers’ cost proxy model input values, 

formulas, and other documentation supporting the cost study methodology. A 

comprehensive review is difficult to complete in a timely manner due to a 

number of considerations. The cost proxy models are complex and the 

supporting documentation is voluminous. Tracing the unadjusted base year 

individual account expenses through a series of adjustments made to recast the 

cost information as forward-looking is, at best, a time-consuming task. 
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Q. 

A. 

Nevertheless, it is important to understand how the cost proxy models develop 

the forward-looking expenses and how the ultimate expense levels can be 

affected by the modifications that may be proposed by the parties challenging the 

ILECs’ cost studies. 

Have you reached any tentative conclusions regarding the reasonableness of 

the level of operating expenses included in the ILECs’ cost studies? 

Yes. The results of my preliminary analyses suggest that the operating expenses 

included in BellSouth’s and GTE’s TELRIC studies appear overstated and not 

representative of forward-looking conditions. For instance, the inflation factor of 

3.2% to 3.5% assumed by BellSouth exceeds the productivity offset of 3.1% 

resulting in a growing level of expenses each year during the forecast period. 

GTE has made an initial series of adjustments to its base year expenses (Le. 1998 

ARMIS data) that actually increase the operating expenses prior to other 

adjustments. 

One would expect lower levels of operating expenses to be projected on a 

forward-looking basis assuming the network configurations of the cost proxy 

models embrace the most efficient, least cost technology and the engineering and 

operating practices of the carrier reflect productivity enhancements. Indeed, as 

depicted in Rebuttal Exhibit-(WJB-4), the trend of BellSouth’s and GTE’s 

Florida operations indicate declining expense levels on a per access line basis 

over the last several years. Therefore, an ILEC’s proposal to recover a level of 

operating expenses that exceeds its incurred costs should undergo rigorous 

scrutiny. I will continue to conduct analyses of the operating expenses included 

15 
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in the ILECs’ TELRIC studies. Depending upon the materiality of my findings, 

it may be necessary to submit supplemental direct testimony. 

What are common costs (Issue 7(u))? 

Common costs refer to those costs that are common to all products and services 

of the ILECs. These costs cannot be identified with the provision of any specific 

service or group of services. 

How do the ILECs propose to recover the common costs that have been 

identified? 

The carriers propose to recover their projected common costs through a uniform 

mark-up applied to the unbundled network elements and UNE combinations. 

BellSouth proposes a mark-up of 6.24%, GTE advocates a “fixed allocator” of 

18.1%, and Sprint caps the common cost mark-up at 15.00%. 

Have you had the opportunity to fully examine the cost studies supporting 

the ILECs’ proposed common costs? 

No. The magnitude and complexity of all of the carriers’ filings have prohibited 

me from conducting a comprehensive analysis of the cost studies supporting the 

ILECs’ proposed common costs. Nevertheless, my initial review has identified 

an item that materially overstates the level of BellSouth’s and GTE’s proposed 

common costs. 

As part of their effort to develop forward-looking expenses subject to recovery 

through UNE rates, the carriers have made an adjustment to exclude the retail 

QQ3928- 
16 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

costs that will be avoided in the wholesale environment. The avoided retail cost 

adjustment, however, appears to understate the level of costs that should be 

excluded from the TELRIC studies. BellSouth claims that the percentage of 

retail costs to be excluded on a forward-looking basis is 11.20%. The results of 

the GTE TELRIC studies indicate that only 8.30% of its forward-looking 

expenses are attributed to retail costs. 

The avoided retail cost adjustment should reflect the wholesale percentage 

discount ordered by the Florida Public Service Commission for each carrier. In 

the case of BellSouth, the FPSC ordered a resale discount of 21.83% for 

residential customers and 16.30% for business customers. The avoided retail 

cost discount ordered for GTE is 13.04%. The impact of substituting the 

Commission-ordered wholesale percentage discounts for each carrier’s proposed 

avoided retail costs can be found in Rebuttal Exhibit-(WJBJ). 

Subject to the standards of the FCC’s Third Report and Order, should the 

Commission require LLECs to unbundle any other elements or combinations 

of elements? If so, what are they and how should they be priced (Issue 

9 (bV 

At this time, the non-rural ILECs should be required to adhere to the network 

unbundling standards identified by the FCC in its Third Report and Order in CC 

Docket 96-98. But if access to any of the unbundled network elements that have 

been removed from the FCC’s list of minimum unbundling requirements proves 

to be only available at noncompetitive rates, or under unacceptable service 

17 
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quality levels, then the Commission should initiate proceedings to investigate the 

unbundling of the network elements at issue. 

Q. 	 When should the recurring and nonrecurring rates and charges take effect 

(Issue 13)? 

A. 	 The ILECs should be provided reasonable time to conform their billing and any 

other administrative systems to incorporate the deaveraged network unbundling 

requirements ordered by the Commission. It seems reasonable that the rates 

should become effective 30 days to 90 days after the Commission issues its order 

in the proceeding unless the carriers are able to demonstrate that they cannot 

comply within the specified timeframe. 

Q. 	 Does this conclude your testimony? 

A. 	 Yes. 

18 	 003930 
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Exhibit No. - (WJB-1) 
Page 1 of 6 

WILLIAM J. BARTA 
President, Henderson Ridge Consulting, he. 

M.B.A. (1982) 

B.A. with Honors (1978) 

EDUCATION 
Emory University 
Marketing and Finance 
The Lindenwood Colleges 
Business Administration and Accounting 

PROFESSIONAL CERTIFICATION 
Certified Public Accountant 
Certified Fraud Examiner 

PROFESSIONAL AFFILIATIONS 
American Institute of Certified Public Accountants 
Georgia Society of Certified Public Accountants 
Association of Certified Fraud Examiners 

EMPLOYMENT HISTORY 
1996 - present Henderson Ridge Consulting President an- Founder 
1988 - 1995: J. Kennedy and Associates Manager 
1986 - 1988: Contel Corporation Financial Planning Coordinator 
1982 - 1986: AT&T Financial Analyst and Account Executive 
1981 Simmons, U.S.A. Special Projects Staff(summer internship) 
1979 - 1980: Gould, Inc. Senior Accountant 
1978 - 1979: SCNO Barge Lines, Inc. StaEAccountant 

REPRESENTATIVE EXPERIENCE 

The Telecommunications Act of 1996: 
Addressed policy and technical issues in regulatory proceedings initiated in response to the pro- 
competitive mandates of the 1996 Act. Subject areas include universal service and access charge 
reform, interim and permanent pricing for local interconnection and unbundled network 
elements, avoided retail cost studies for resale purposes, evaluation of local number portability 
cost studies, assessment of Contract Service Arrangements, and mediation of joint use pole 
disputes. 
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Page 2 of 6 

Manapement Audits: 
Conducted comprehensive and focused management audits of a major electric investor owned 
utility, a generation and transmission electric cooperative, distribution electric cooperatives, a 
Bell Operating Company, and independent local exchange carriers. 

Merger Evaluations: 
Evaluated the administrative and operational synergies projected in a merger between two 
electric investor owned utilities and the level of savings and operational efficiency to be achieved 
from the combination of separate subsidiaries within a Bell Regional Holding Company. 

Demand Side Management Program Andvses: 
Performed a comprehensive review of the assumptions used in the development of proposed 
Demand Side Management (“DSM”) programs and the benefit/cost ratios of implementing 
proposed DSM programs as determined by standard regulatory tests. Of particular interest was 
the nonregulated revenue potential resulting from a load management program designed to 
achieve spinning reserve status by providing real time communications between the residential 
customer and the operating dispatch center. 

Afiiliate Transactions Reviews: 
Conducted extensive cost allocation studies and transaction audits of a Bell Regional Holding 
Company’s and independent telephone companies’ affiliate transactions, the sale of an electric 
utility’s generating facilities to (and subsequent participation in) a joint venture between the 
utility and three of its largest industrial customers, the integrated sale of an electric utility’s 
mining operation and long-term coal purchase agreement, the provisions under which a 
nonregulated subsidiary of an electric utility would market the excess telecommunications 
capacity of a Demand Side Management program, and the potential cross-subsidy of a regulated 
electric utility’s non-regulated telecommunications operations. 

Accounting and Finance Investigations: 
Performed comprehensive earnings investigations and revenue requirements studies of AT&T, a 
Bell Operating Company, independent local exchange carriers, electric investor owned utilities, a 
generation and transmission electric cooperative, and electric distribution cooperatives. 
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Case No. 

July 1989 333-272 

August 1989 U-17970 

October 1989 U- 17282 

January 1990 U- 17282 

July 1991 4004-U 

October 1991 U-17282 

Dw. 1992 U-17949 
Subdocket 
A 

Dec. 1992 U-19904 

March 1993 93-01-El 
EFC 

Exhibit No. - (WJB-1) 
Page 3 of 6 

Expert Testimony Appearances 

Jurisdiction 

Louisiana 

Louisiana 

Louisiana 

Louisiana 

Georgia 

Louisiana 

Louisiana 

Louisiana 

Ohio 

Company 

South Central Bell 
Telephone & Telegraph 

AT&T 
Communications 

Gulf States Utilities 

Gulf State Utilities 

GTE Telephone 

Gulf States Utilities 

South Central Bell 
Telephone and 
Telegraph 

Entergy/Gulf States 

Ohio Power Company 

Subiect Matter 

Realized and projected 
rates of return. 

Earnings investigation, 
network modernization, 
and alternative 
regulation. 

Operating expense 
analysis and 
nonregulated joint 
venture evaluation 

Regulatory treatment of 
gain on sale of utility 
property. 

Network modernization 
and depreciation 
represcription. 

Results of comprehensive 
management audit. 

Network technology and 
modernization and 
construction program 
evaluation. 

Non-fielO&M merger 
related synergies. 

Accounting and 
regulatory treatment 
of the sale of an affiliate’s 
investment. 
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ExDert Testimonv AoDearances - continued 

Case No. 

March 1993 U-19994 

August 1993 U-19972 

October 1993 U-17735 

May 1994 U-20178 

October 1994 5258-U 

June 1995 3905-U 

June 1996 96-02-002 

August 1996 U-22020 
(Direct) 

Sep. 1996 U-22020 
(Rebuttal) 

Oct. 1997 97-01262 
(Direct) 

01%. 1997 97-01262 
(Rebuttal) 

Jurisdiction 

Louisiana 

Louisiana 

Louisiana 

Louisiana 

Georgia 

Georgia 

California 

Louisiana 

Louisiana 

Tennessee 

Tennessee 

Comoany 

Entergy/Gulf States 

Ringgold Telephone 
Company 

Cajun Electric Power 

Louisiana Power & 
Light Company 

Southern Bell 
Telephone & Telegraph 

Southern Bell 
Telephone & Telegraph 

Pacific Bell 
Telephone & Telegraph 

Subiect Matter 

Merger related synergies. 

Earnings investigation, 
network modernization, 
and construction 
program. 

Earnings investigation 

Analysis of Least Cost 
Integrated Resource Plan 
and Demand Side 
Management programs. 

Price regulation and 
incentive rate plan 
review. 

Rate design and 
alternative regulation. 

ISDN TSLRIC study 
evaluation 

BellSouth Telecomm. Inc. Avoided retail cost study 

BellSouth Telecomm. Inc. Avoided retail cost study 

BellSouth Telecomm. Inc. Permanent pricing for 
local interconnection 
and UNEs 

BellSouth Telecomm. Inc. Permanent pricing for 
local interconnection 
and UNEs 



. 

Exhibit No. - (WJB-1) 
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Exoert Testimony ADoearances - continued 

Nov. 1997 97-00888 Tennessee 

Dec. 1997 P-100, North Carolina 
Sub 133b 

Dec. 1997 P-100, North Carolina 
Sub 133d 

Jan. 1998 P-100, North Carolina 
Sub 133b 
(Rebuttal) 

Mar. 1998 P-100, North Carolina 
Sub 133d 
(Rebuttal) 

Mar. 1998 P-100, North Carolina 
Sub 133g 

Mar. 1998 97-07488 Tennessee Electric Power Board 
(Direct) of Chattanooga 

Aug. 1998 980696-TP Florida 
(Direct) 

Sep. 1998 980696-TP Florida 
(Rebuttal) 

Sep. 1998 U-22252, Louisiana 
Subdocket D 
(Initial) 

Sep. 1998 97-07488 Tennessee Electric Power Board 
(Rebuttal) of Chattanooga 

Universal service 
policy issues 

Universal service 
FLEC models 

Permanent pricing for 
local interconnection 
and UNEs 

Universal service 
FLEC models 

Permanent pricing for 
local interconnection 
and UNEs 

Universal service 
policy issues 

Miliate transactions 

Universal service 
FLEC models 

Universal service 
FLEC models 

Avoided retail cost study 
for CSMSBAs 

Miliate transactions 
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Expert Testimonv Aooearances - continued 

Sep. 1998 U-22252 Louisiana 
Subdocket D 
(Final) 

July 1999 10288-U Georgia 

August 1999 990649-TP Florida 
(Direct) 

(Rebuttal) 

March 2000 99-00909 Tennessee 

Sep. 1999 990649-TP Florida 

(Direct) 

March 2000 U-24714 Louisiana 
(Direct) 

BellSouth 

Accucomm 
Telecomm, Inc. 

Memphis Light, 
Gas & Water 

BellSouth 

Avoided retail cost study 
for CSMSBAs 

Compliance audit results 
and afiliate transactions 

Unbundled network 
element policy issues 

Unbundled network 
element policy issues 

Affiliate transactions 

Interim, deaveraged rates 
for unbundled network 
elements 

803937 - -  
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2114 
2115 
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2121 
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2123 
2123 
2124 
2211 
2212 
2220 
2231 
2232 

2311 
2341 
2351 
2362 
2411 
2421 
2421 
2422 
2422 
2423 
2423 
2424 
2426 
2441 

FCC -bed 
FNS p-uvrr - 

4.7 
10.0 
7.0 

12.0 
15.0 
48.0 
11.0 
10.5 
7.0 
5.5 

16.0 
10.0 
7.0 
6.0 

10.5 
8.0 
5.0 
7.0 
6.0 

35.0 
18.0 
25.0 
23.0 
25.0 
18.0 
25.0 
18.0 
20.0 
55.0 

IO 
IO 
0 
0 
1 
4 

14 
IO 
IO 
0 
0 
0 
0 

-5 
0 
0 
0 
0 
IO 
4 

-75 
-1 L 
-1 I 
-7 
4 
-8 
0 
-5 

-12 
-7 

BellsootbPmQased 
- Life a!ew 

8.0 16 
8.0 16 
7.0 0 

12.0 0 
15.0 0 
45.0 0 
15.0 IO 
11.5 5 
7.0 10 
4.5 2 

0 
10.0 0 
10.0 0 
9.0 -5 
8.0 2 
9.0 0 

0 
6.0 5 

6.0 5 
36.0 -55 
15.0 -14 
20.0 -14 
14.0 -8 
20.0 -8 
15.0 -7 
20.0 -7 
15.0 -5 
20.0 -10 
55.0 -10 

003938 



6C6COO 

01- 
Of- 
0 
01- 
01- 
0 
0 
01- 
OZ- 
Oz- 
of- 
5L- 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
01 

0op 
051 
051 
002 
051 
002 
051 
002 
051 
0oz 
as1 
05z 
05 

08 
001 
001 
001 

05 
001 
001 
001 
0SE 
001 
001 
08 

=ws 55 
W@Jd 3L9 

01- 
L- 
01- 
G- 
5- 
01- 
01- 
6- 
LI- 
sz- 
sf- 
5L- 
5- 
0 
E 
5- 
0 
0 
0 
0 
5- 
8 
6 
0 
0 
0 
81 

0.05 
08 
002 
052 
0uz 
on 
002 
0sz 
05z 
0sz 
00s 
052 
05 
0L 
06 
06 
08 
091 

09 
0L 
001 
051 
ow 
021 
0x1 

IWZ 
ICE 
9ZPL 
PZPS 
EPZ 
nPz 
nPz 
zzPZ 
ZZPZ 
IZPZ 
I ZE 
IIW 
z9n 
15EZ 
zm 
rm 
ozzz 
ZlZZ 
1122 
EIZ 
nrz 
nlZ 
ZZlZ 
IZlZ 
9112 
SIIZ 
ZtIZ 



Year 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

$ growth 
% growth 

Rebuttal Exhibit-(WJJj-3) 
(Page 1 of 4) 

BeUSouth Telecommunications, Inc. 
State of Florida 

Total Plant in Service and Total Reserve Balances 
1991 - 1999 

Plant in Service 
$ 8,889,369 $ 

9,217,442 
9,591,000 
9,857,337 

10,215,553 
10,694,368 
11,115,772 
11,603,105 
12,052,757 

Source: ARMIS 43-04 report. 

3,163,388 $ 
35.59% 

Total Reserve 
as a YO of Plant in Service 

4,477,320 50.37% 
4,938,713 53.58% 
5,102,399 53.20% 
5,421,203 55.00% 
5,886,366 57.62% 
6,236,576 58.32% 
6,795,990 61.14% 

62.80% 7,286,879 
8,105,884 67.25% 

3,628,564 
81.04% 

Total Reserve 
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$13 
$12 
$1 1 
$10 

$9 
$8 
$7 
$6 
$5 
$4 
$3 

BellSouth Telecommunications, Inc. 
State of Florida 

Total Depreciation Reserve and Telecommunications Plant in Service 

In Billions of Dollars 
1991 - 1999 

I I 1 1 1 1 1 1 

1991 1992 1993 1994 1995 1996 1997 1998 1999 

I -+ TPIS -C Depreciation Reserve 1 



- Year 
1991 $ 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

Rebuttal Exhibit-VJB-3) 
(Page 3 of 4) 

GTE Florida, h e .  
State of Florida 

Total Plant in Service and Total Reserve Balances 
1991 - 1999 

(Account 2001) 
Plant in Service 

3,204,891 $ 
3,431,520 
3,628,913 
3,661,373 
3,807,067 
3,994,272 
4,251,554 
4,515,260 
4,710,790 

$growth $ 1,505,899 $ 
% growth 46.99% 

Total Reserve 
1,343,832 
1,449,930 
1,869,072 
1,931,397 
2,075,801 
2,3 18,758 
2,634,518 
2,867,343 
3,233,456 

1,889,624 
140.61% 

Total Reserve 
as a YO of Plant in Service 

41.93% 
42.25% 
51.51% 
52.75% 
54.52% 
58.05% 
61.97% 
63.50% 
68.64% 

Source: ARMIS 43-04 report. 
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GTE Florida, Inc. 
State of Florida 

Total Depreciation Reserve and Telecommunications Plant in Service 

In Billions of Dollars 
1991 - 1999 

$5 I 

$5 
$4 
$4 
$3 
$3 
$2 
$2 
$1 

1991 1992 1993 1994 1995 1996 1997 1998 1999 

G, 
CD 
b b  

1 + "PIS -C DeDreciation Reserve 1 



Rebuttal Exhibit-(WJB-4) 
Page 1 of 1 

BellSouth Telecommunications, Inc. and GTE Florida, Inc. 
State of Florida 

(Total Operating Expense - Depreciation Expense) Per Access Lines 
1991 - 1999 

$180 

$330 

1 1 1 1 1 1 1 I I 

1991 1992 1993 1994 1995 1996 1997 1998 1999 

1 + BellSouth +- GTE 



Rebuttal Exhibit-(WJBd) 
Page 1 of 1 

Analysis of Forward-looking Avoided Retail Costs vs. Commission-ordered Discount 
BellSouth and GTE 

Line no. 
1 
2 
3 Avoided retail cost percentage 

Total retail costs to be avoided per cost study 
Total expenses subject to recovery per cost study 

4 

5 

Commission-ordered avoided retail cost percentage 

Difference between carrier avoided retail cost percentage 
and Commission-ordered avoided retail cost percentage 

BellSouth - GTE Soriot 
$ 2,188,369,392 $ 88,966,793 (study not performed) 

19,534,404,596 1,064,237,565 
11.20% 8.36% 

21.83% 

10.63% 

6 Additional retail costs to exclude from TELRIC studies $ 2,075,991,131 $ 

13.04% 

4.68% 

49,809,785 

Source: 
Residential wholesale percentage discount for BellSouth per FPSC Order PSC-96-1579-FOF-TP issued December 3 1, 1996 
GTE wholesale percentage discount per FPSC Order PSC-97-0064-FOF-TP issued January 17, 1997. 


