
BY HAND DELIVERY 
Ms. Blanca Bay6, Director 
Division of Records and Reporting 
Room 110, Easley Building 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, Florida 32399-0850 

Re: FPSC Docket No. 990649-TP: 
Testimony and Exhibit Filings and 
Notice of Intent to Seek Confidential Classification 

Dear Ms. Bay& 

Enclosed for filing on behalfofAT&T Communications ofthe Southern States, Inc. and MCI 
WorldCom, Inc. are an original and fifteen copies of the following documents in the above- 
referenced docket: 

1. An original and fifteen Testimony of Greg 
Darnell with Exhibits GJD-1 through - .. .. .. 

2. An original and fifteen copies ofthe public version ofthe Rebuttal Testimony of John 
I @ - o 3 

An original and fifteen copies of the public version of the Rebuttal Testimony of 

C. DonovadBrian F. Pitkin with Exhibits JCD/BFP-1 through JCDIBFP-15. 

3. 
Brenda J. Kahn with Exhibits BK-1 through BK-2. 03 I 6 a - 0 b 

4. An original and fifteen copies of the public version of the Rebuttal Testimony of Jeff 
King with Exhibits JAK-1 through JAK-3 (the printed copy of Exhibit JAK-3 is missing soine of 
the text on the first few pages due to a printing problem, but the electronic copy being served 
includes all of the text; we anticipate filing a revised copy of JAK-3 when our printer is fixed) 
(Exhibits JAK-4 and JAK-5 will be late-filed); 09 / 5~ , 0 3 

Oq\S?-oq. This notice of intent 09r3q-00. was lled in a docketed 

matter by or on behalf of a “telco” for 
Confidential DNOqlb \ .-oO 
confidential material is in locked storage 
pending siaff advice on handling. 

. The ”-- -,..-.----.. 
i;u !JF REC:ORDS, 

Oqlb3-00 : $ O q l b S a ?  0 Cf i’ . - . e ; . ’  .,? q 
I I 4 6. -’ .”.’ 



Ms. Blanca Bay6 
July 3 1,2000 
Page 2 
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1 Q. 
2 A. 

3 

4 Q* 
5 A. 

6 

7 Q. 
8 A. 

9 

10 

11 

12 

13 Q. 

14 

15 A. 

16 

17 

18 

19 

20 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Greg Damell, and my business address is 6 Concourse 

Parkway, Suite 3200, Atlanta, Georgia, 30328. 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by MCI WorldCom, Inc. as Regional Senior Manager -- 

Public Policy. 

HAVE YOU PREVIOUSLY TESTIFIED? 

Yes, I have testified in proceedings before regulatory commissions in 

Alabama, California, Florida, Georgia, Kentucky, Louisiana, Mississippi, 

North Carolina, South Carolina and Tennessee and on numerous occasions 

have filed comments before the FCC. Provided as Exhibit GJD-11 to this 

testimony is a summary of my academic and professional qualifications. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS 

PROCEEDING AND FOR WHAT PURPOSE? 

I am testifying on behalf of MCI WorldCom, Inc. and AT&T 

Communications of the Southern States, Inc. The purpose of this 

testimony is to address BellSouth's proposed Expenses and Common Cost 

(issue 7 (t) and 7(u)) that are used in the development of its UNE rates and 

the appropriate method for determining deaveraged UNE rates (issue 2(a)). 
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I. 

Q. 

A. 

Q. 

A. 

EXPENSE AND COMMON COST 

ARE BELLSOUTH’S EXPENSE AND COMMON COST FACTORS 

IMPORTANT? 

Yes. As proposed in this proceeding, BellSouth’s Expense and Common 

Cost Factors account for approximately 32.75% of the 2-wire analog UNE 

loop rate 

IF THE FLORIDA PSC PERMITS BELLSOUTH TO USE 

EXCESSIVE EXPENSE AND COMMON COST FACTORS, WHAT 

WILL BE THE IMPACT OF SUCH ACTION? 

Residential local competition, like what has occurred in New York and 

Texas, will not develop in Florida. If residential local competition is 

desired in Florida, the Commission does not have the luxury of making 

compromises on the inputs used to develop UNE rates. Florida is ,a very 

large market and as such should be very attractive to many ALECs. Thus, 

it is reasonable to ask why residential local competition has not flourished 

in Florida. The primary reason is simple: current BellSouth UNE rates are 

too high. 

The current local retail rates in Florida do not afford this 

Commission the luxury of compromising when deciding W E  rates This 

means, if Florida wants WE-based local competition, similar to what is 

occurring in New York and Texas, it has to set all inputs at forward- 

looking economic cost and not “split the baby” on the input issues. 
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Q. 

A. 

Q. 

A. 

WHAT EVIDENCE IS THERE THAT SUGGESTS THAT THE 

EXPENSE AND COMMOR’ COST FACTORS PROPOSED DO 

NOT REFLECT BELLSOUTH’S FORWARD-LOOKING cos’r? 

The evidence currently available that suggests that BellSouth‘s expense and 

common cost factors are excessive is as follows: 1) BellSouth fails to 

eliminate all retail expense &om its UNE rates; 2) The Productivity Factor 

BellSouth used to forecast its expenses is too low; 3) BellSouth’s proposal 

would double recover Land, Building and Power expense; 4) Prior Factors 

filed by BellSouth indicate that lower plant specific expenses should exist; 

and 5 )  Trends in Corporate Operations Expense indicate that Common Costs 

should be declining. 

DOES BELLSOUTH’S COST MODEL REMOVE ALL RETAIL 

COST FROM WHOLESALE RATES? 

No. BellSouth claims to have removed all retail expense from its 

calculations. Walter Reid states in his testimony, “[Rletail cost including 

marketing, billing, collection and other costs that will be avoided” by 

BellSouth have been directly assigned to the retail function and as such 

“are excluded from the calculation of UNE Cost.” BellSouth conducts an 

avoided cost study to eliminate retail cost from its UNE rates. In this 

proceeding, BellSouth calculates that $1,426,416,105 of retail expense 

exists in Uniform System of Accounts (USOA) 6611, 6612, 6613 and 

6623 and eliminates this expense from its forward--looking cost 

Testimony of Walter Reid, Before the Florida Public Service Commission, 
Docket No. 990649-TP, filed May 1, 2000, p. 4 (“Reid Testimony”). 
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2 Q. 
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5 A. 
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7 Q. 
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10 
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12 A. 
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14 

15 

16 

17 

18 Q. 

19 

20 

projections? 

HOW MUCH AVOIDED RETAIL EWENSE DID WALTER REID 

CALCULATE IN THIS COMMISSION’S PREVIOUS UNE 

PROCEEDING? 

Walter Reid previously determined that $1,926,591,887 of retail cost 

should be eliminated from UNE rates. 

HAS BELLSOUTH TRULY REDUCED ITS RETAIL EXPENSE BY 

ONE HALF BILLION DOLLARS ($500 MILLION) IN THE LAST 

THREE YEARS, OR IS THE REDUCTION IN AVOIDED RETAIL 

EXPENSE CONTRIVED THROUGH DIFFERENCES IN COST 

MODELING ASSUMPTIONS? 

Contrary to the results of BellSouth’s updated avoided retail cost 

calculations, BellSouth’s amount of retail expense has grown significantly 

as a percent of revenue and in absolute terms over the time period for 

which these cost studies are based. Thus, it is clear that BellSouth’s $500 

million reduction in the amount of avoided retail expense is contrived 

through differences in cost modeling assumptions. 

IS THE METHODOLOGY USED BY BELLSOUTH IN THIS 

PROCEEDING TO DETERMINE THE AMOUNT OF AVOIDED 

RETAIL EXPENSE CORRECT? 

See BellSouth Cost Calculator, Appendix F, 6611SCOO.xls, 6612SCOO.xYs, 

See, Rebuttal Testimony of Walter S. Reid, on Behalf of BellSouth 
66 13SCOO. xls and 6623 SCOO . xls . 
Telecommunications, Inc., Rebuttal Exhibit WSR-6, page 1, line 6, filed 
December 9, 1997. For ease of reference, Exhibit GJD-1 contains a copy of 
this Walter Reid rebuttal testimony exhibit. 
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1 A. 
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10 

11 

12 Q. 

13 

14 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 

No. BellSouth’s methodology calculates an amount of directly avoidable 

retail expense that is contained in Uniform System of Accounts (LISOA) 

6611, 6612, 6613 and 6623 and eliminates this expense from its forward- 

looking cost projections. However, BellSouth fails to recognize that retail 

expense also exists in other USOAs. This Commission determined in 

Docket No. 960833-TP that retail expense also exists in USOA 612C1, 6710 

and 6720. This Commission determined that the retail cost contained in 

Accounts 6120, 6710 and 6720 should be determined “based on the ratio 

of the costs we identified as directly avoided to total expenses”.4 Retail 

costs contained in these accounts have been referred to as indirectly 

avoided retail cost. 

WHAT IS INDIRECTLY AVOIDED RETAIL COST AND WHY IS 

IT APPROPRIATE TO INCLUDE THESE COSTS AS WELL IN 

THE CALCULATION OF TOTAL RETAIL COST? 

It has been determined that if direct cost accounts are reduced, costs 

contained in overhead and support accounts will also be reduced. For 

example, if a company has a smaller product line (i.e. wholesale only) it 

will need a smaller executive staff, smaller planning staff, smaller legal 

staff, smaller accounting group and fewer support facilities. Therefore, 

when retail costs are eliminated from Product Management (661 l), Sales 

(6612), Product Advertising (6613) and Customer Services (6623), it is 

appropriate to reduce the expense in Executive and Planning (6710), 

General and Administrative (6720) and General Support (6120). 

Florida Public Service Commission, Final Order on Arbitration, Order No. 
PSC-96-1579-FOF-TP, December 31, 1996, page 56. 
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17 A. 
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23 

USING THIS COMMISSION’S METHODOLOGY TO 

DETERMINE RETAIL EXPENSE, HOW MUCH ADDITIONAL 

RETAIL EXPENSE SHOULD BE ELIMINATED FROM 

BELLSOUTH’S PROPOSED UNE RATES TO ACCOUNT FOR 

INDIRECTLY AVOIDED RETAIL COSTS? 

Assuming the new direct retail avoided cost study that BellSouth has 

provided in this proceeding is correct, which I believe is an erroneous and 

overly generous assumption, $223,376,929 of additional retail expense 

contained in Accounts 6120, 6710 and 6720 should be eliminated from 

BellSouth’s proposed UNE rates.s This will bring the total retail expense 

to be eliminated from the expense projections that are used to develop 

BellSouth’s UNE rates to $1,649,793,034. This amount of retail expense 

is still $276,798,853 below the amount of retail expense that BellSouth 

witness Walter Reid determined in Docket No. 960833-TP. 

HOW DID BELLSOUTH USE ITS HISTORICAL EXPENSES TO 

FORECAST FORWARD-LOOKING EXPENSES? 

BellSouth took its booked total company regulatory 1998 expenses, and 

adjusted them for out of period occurrences, increased them for expected 

inflation, increased them for anticipated additional expense caused by 

increased demand, and then decreased them for projected productivity 

gains to project year 2000 through year 2002 test period expense levels. 

BellSouth then took the projected year 2000 through 2002 expense levels, 

averaged them, and compared them to adjusted 1998 data to determine 

’ See, Attached Exhibit GJD-2 for the calculations that went in to determining 
this indirectly avoided retail cost amount. 
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4 A. 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 Q. 

21 

expense development factors. 

WHAT PRODUCTIVITY FACTOR DID BELLSOUTH USE TO 

FORECAST ITS EXPENSE? 

BellSouth used a 3.1% total productivity factor taken from a United States 

Telephone Association (USTA) study that was filed with the FCC. This 

USTA study has not been adopted by the FCC. MCI WorldCom submitted 

reply Comments on January 24,2000 with the FCC in CC Docket No. 94-1 

and addressed the deficiencies of the USTA study.6 In these Reply 

Comments MCI WorldCom noted that the reasonable range of LEC 

productivity is between 9.1 and 9.5%. However, due to the FCC’s decision 

in the CALLS proceeding, a new FCC productivity factor has not been 

established. The FCC’s current approved total productivity factor for 

BellSouth is 6.5%. (47 C.F.R. 561.45) Given that the FCC’s currently 

effective 6.5% productivity factor has been subject to in depth analysis and 

debate from both BellSouth and ALECs, there is no reason for this 

Commission to undertake an effort to set a Florida state specific productivity 

factor. The Florida Commission should require BellSouth to use the a 

productivity factor in its expense forecasts that is no less the FCC’s 6.5% 

productivity factor. 

WHAT IMPACT WOULD A 6.5% PRODUCTIVITY FACTOR 

HAVE ON BELLSOUTH’S EXPENSE FORECASTS? 

See, Reply Comments of MCI WorldCom, Inc., Before the Federal 
Communications Commission, In the Matter of Price Cap Performance Review 
for Local Exchange Carriers, CC Docket 94-1, Access Charge Reform, CC 
Docket No. 96-262, filed January 24, 2000. 
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1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 Q. 

11 

12 

13 A. 

14 

15 

16 

17 

18 Q. 

19 

20 

21 A. 

22 

23 

24 

25 

n e  use of a 6.5% productivity factor will change the projected expense for 

the 2000-2002 test period contained in BellSouth’s Appendix F, Excel 

Spreadsheet EXPDVFOO.xls, and this would result in a change to the 

expense development factors used in the Shared and Common Cost 

Application of BellSouth’s Cost Calcula1:or. When these new inputs are run 

through BellSouth’s Cost Calculator, new Shared and Common Cost 

Factors result. Exhibit GJD-3 contains the revised expense development 

factors and the revised Shared and Co:mmon Cost factors that would be 

created by the use ofthe FCC’s 6.5% productivity factor. 

WOULD THE USE OF AN INAPPROPRIATELY LOW 

PRODUCTIVITY FACTOR TO FORECAST EXPENSE RESULT IN 

UNE RATES THAT ARE NOT FORWARD LOOKING? 

Given how BellSouth’s cost model works, yes. Further, the FCC’s and 

USTA’s productivity factors are derived for expense and investment trend 

analysis. Forward-looking W E  pricing should only concern itself with the 

result of the trend. As such, the use of a productivity factor based on a trend 

analysis, such as the FCC’s, may tend to overstate forward-looking cost. 

IS THERE EVIDENCE THAT BELL,SOUTH HAS PROPOSED UNE 

RATES THAT DOUBLE RECOVER LAND, BUILDING AND 

POWER EXPENSE? 

Yes. However, exactly how much double recovery is being proposed has 

not yet been reconciled. Reconciliation of the accounts and the 

methodology for applying common and shared costs, is paramount to our 

verification of the inputs of BellSouth’s model. To date, BellSouth has not 

provided the necessary information for this to be accomplished. However, 
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19 
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24 

25 

BellSouth has provided enough infomlation, in its responses to AT&T 

Interrogatory numbers 28, 29, 30, 32 & :35 to demonstrate that there may be 

a problem, attached as Exhibit GJD-IO. For example, BellSouth was asked 

what adjustments were made to several common cost components, and its 

rationale for said adjustments, prior to its application to the study. 

BellSouth responded that there were no ;adjustments. In addition, BellSouth 

has not quantified the projected revenues over the study period that will have 

a positive effect on the common costs. So, at this time, the level of 

adjustments necessary to reconcile the c,ommon cost amounts to be used in 

the study cannot be determined. Simply put, BellSouth has the opportunity 

to double recover some of its costs unless the appropriate adjustments have 

been made. 

For example, BellSouth is currently receiving revenues from its 

Collocation rate elements for power consumption and building floor space. 

Unless the Land & Building accounts and the Central Office Power amounts 

are adjusted to reflect the positive effect of this revenue, the expense amount 

applied to the other rate elements will be overstated. This is very similar to 

pole rental revenue. If BellSouth is renting or leasing out part of its building 

space, the costs that are offset by the lease should be deducted from the 

account before apportioning the Land & Building costs to other rate 

elements. 

Similarly, BellSouth has competitive services utilizing its Corporate 

Communications network. These competitive services are providing a 

revenue contribution to the accounts that capture the expenses of its 

Corporate Communications network. Part of the cost of providing operator 
9 



1 

2 

3 

4 

5 

6 

7 Q- 
8 

9 

10 A. 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 

20 A. 

21 

22 

23 

24 Q. 

25 

services includes the Corporate Communications facilities to transport the 

calls between various locations. Additionally, the rate elements for (SS7) 

signaling specifically include cost for transport that utilizes Corporate 

Communications facilities. These are other opportunities for over recovery 

if adjustments are not made to the accounts prior to the expense being 

applied to the UNEs. 

ARE THERE ANY OTHER REASONS YOU SUSPECT 

BELLSOUTH HAS OVERSTATED EXPENSE AND NOT MADE 

ALL OF THE APPROPRIATE ADJUSTMENTS? 

Yes. Exhibit GJD-4 contains an analysis of the BellSouth plant specific 

expense factors proposed in this cases as compared to plant specific expense 

factors BellSouth has proposed at the FCC in 1997 and 1998. As is clearly 

seen, BellSouth has proposed higher plant specific expense factors in this 

proceeding than it proposed to the FCC in 1997 and 1998. Given the overall 

trend that expense as a percent of investment is declining, expense factors 

today should be lower, not higher than tihey were a couple years ago. 

WHAT IMPACT WOULD BELLSOUTH’S FCC PLANT SPECIFIC 

EXPENSE FACTORS HAVE ON UNE RATES? 

BellSouth’s FCC plant specific expense factors would cause the total 

monthly cost, before taxes and cornmoin cost application, for a 2-wire loop 

to decrease by $0.29. Exhibit GJD-5 demonstrates the calculations used to 

make this determination. 

CAN BELLSOUTH’S BOOKS OF ACCOUNT BE USED AS A 

STARTING POINT FOR DETERMINING FORWARD-LOOKING 
10 
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EXPENSE? 

Yes, BellSouth’s books of account can be used as a starting point for 

determining forward-looking expense, However, the task of adjusting 

booked expenses to approximate forward-looking expense is not an exact 

science. Trend analysis can provide some useful information. While trend 

analysis can provide information on whether expenses are increasing or 

decreasing as a percent of investment or revenue, trend analysis cannot tell 

you how much longer a trend will continue or if a new trend is just 

beginning. Further, different companies may be at different points of a 

trend. What makes this problematic is that forward-looking cost 

development should not be concerned with the trend but the final result of 

the trend. Exhibit GJD-6 is a trend analysis done on all USOAs using the 

FCC’s ARMIS 43-03 report for BellSouth for the Commission’s review. 

Much has been made about the automation trend of both network 

operations and administration. Generally speaking, automation substitutes 

investment for expense. The cost of maintaining historical equipment and 

out-of-date practices must be fully eliminated from the expense and shared 

and common cost ratios being applied lo investment that creates the UNE 

rates in order for the resulting rates to be based on forward-looking cost. 

HAS THE COMMISSION PREVIOUSLY DECIDED WHAT 

BELLSOUTH’S COMMON COST FACTOR SHOULD BE? 

Yes. The Commission decided in Docket Nos. 960757-TP, 960833-TP 

and 960646-TP that BellSouth’s Comrnon Cost factor should be 5.30%. 

BellSouth now claims as a result of this Commission’s decision issued 

April 29, 1998 it needs to revise its previous calculations to shifi recovery 
11 
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Q. 

A. 

11. 

Q. 

A. 

of some of its shared costs from non-rec:urring rates to recumng rates.’ If 

this is true, it begs the question of why this was not done two years ago. 

This aside, BellSouth has not demonstrated a need or provided any 

compelling reason for this Commission to increase the 5.30% BellSouth 

Common Cost factor it previously determined. 

DO YOU HAVE ANY OTHER EVIDENCE THAT SUGGESTS 

BELLSOUTH’S PREVIOUSLY APPROVED 5.30% COMMON 

COST FACTOR SHOULD BE REDUCED? 

Yes. As can be seen on Exhibit GJD-7, BellSouth Corporate Operations 

Expense as a percent of revenue has been declining. Most notably, since 

BellSouth has been given a real competitive reason to closely manage its 

Corporate Overhead expense (Le. since the Telecommunications Act of 

1996 and the establishment of FCC Local Competition rules in August of 

1996), Corporate Operations Expense has declined at a faster rate. 

Corporate Operations Expense is a primary contributor to the Common 

Cost factor. As such, the fact that Corporate Operations expense has 

declined significantly even since 1998 (i.e. the vintage of the data 

BellSouth used as the root of its analysis), is evidence that BellSouth’s 

Common Cost factor should be reduced not increased. 

DEAVERAGED UNE RATES 

WHAT RULES ARE THERE CONCERNING HOW UNE RATES 

SHOULD BE DEAVERAGED? 

All UNE rates, averaged and deaveraged, must adhere to the general 

’ Reid Testimony, p. 4. 
12 
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pricing standards covered in 47 C.F.R. Section 51.503 and the forward- 

looking economic cost standards covered in 47 C.F.R. Section 51.505. 

Further, in accordance with 47 C.F.R. Section 51.507(f), UNE rates must 

be deaveraged “in at least three defined geographic areas within the state 

to reflect geographic cost differences.” 

AS A RESULT OF THESE RULES, WHAT CAN BE USED TO 

DETERMINE DEAVERAGED UNE RATES? 

The only item that can be considered in determining deaveraged UNE 

rates is the forward-looking economic cost (FLEC) differences caused by 

different geographic areas. This is because, assuming the average UNE 

rate is cost based, if something other than FLEC is used to deaverage the 

existing rate, the resulting deaveraged rates will no longer be cost based, 

For example, if we used the percentage of tourists by city to 

deaverage existing UNE rates, the resulting deaveraged UNE rates in 

Orlando would be higher than the rat’es in Tallahassee. Given that the 

percentage of tourists has no direct influence over the cost of 

telecommunications, the resulting deaxraged rates would not be cost 

based. 

I use the noticeably peculiar example of tourists to illustrate a 

point. However, the same result would hold true ( i t .  non-cost based 

deaveraged UNE rates), if something .telecommunication related but not 

telecommunication cost related is used to deaverage existing UNE rates. 

For example, if BellSouth’s retail rates - which even BellSouth admits are 

not cost based- were used to deaverage existing UNE rates, the resulting 

deaveraged UNE rates would likewise not be cost based. 
13 
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HOW DOES BELLSOUTH PROPOSE TO DEAVERAGE 

EXISTING UNE RATES? 

By grouping together wire centers by rate group and then determining the 

average cost of wire centers that have the same retail rates. 

WHY DO MCI WOFUDCOIM AND AT&T OPPOSE 

BELLSOUTH’S PROPOSAL TO DEAVERAGE UNE RATES BY 

RATE GROUP? 

MCI WorldCom and AT&T believe that deaveraged UNE rates must 

reflect the relative forward-looking cost differences of the UNEs between 

geographic areas. BellSouth’s proposal to deaverage UNE rates through 

the use of the average cost of wire centers that have the same retail cost is 

a violation of FCC rules and the Act. 13ellSouth‘s proposal to create non- 

cost based deaveraged UNE rates will send incorrect economic signals to 

the marketplace. Further, BellSouth’s proposal to create the geographic 

zones by rate group is a thinly veiled attempt to insulate its retail rates 

from cost based competition. 

HOW DOES BELLSOUTH’S PROPOSAL TO USE ITS RATE 

GROUPS TO ESTABLISH DEAVERAGED UNE RATES 

INSULATE ITS RETAIL RATES FROM COST BASED 

COMPETITION? 

By first grouping wire centers together by rate group, BellSouth’s 

deaveraging methodology inappropriately raises the UNE rates where its 

retail rates are high. This means that where BellSouth’s retail rates are 

high, its deaveraging methodology would ensure that the wholesale rates 

(i.e. UNE rates) available to ALECs are inappropriately increased. 

14 
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BellSouth takes all the wire centers that serve areas in certain rate groups 

and lumps all of them together in one basket or zone. For example, 

BellSouth’s methodology would take all of the wire centers that serve 

areas that correspond to its rate groups 7 & 6 (i.e. its highest retail rates) 

and group all of these wire centers into zone 1. BellSouth then develops 

an average loop cost for all of the wire centers that serve those rate groups. 

However, wire centers in rate groups 7 & 6 often are made up by both 

low cost wire centers and high cost wire centers. By placing low cost 

wire centers and high cost wire centers in the same zone, the weighted 

average cost of each zone is inappropriately skewed. Although A1 Vamer 

states that BellSouth’s rate group to zone mapping “provides consistency 

between the structure of BellSouth’s rlztail, resale and UNE rates,” * the 

goal of this Commission should not be to make UNE rates consistent with 

non-cost based pricing or to protect BellSouth’s non-cost based retail rate 

structure. Rather, the goal of this Commission should be to let 

competition drive retail rates toward their underlying cost and allow 

competition to eliminate the inefficiencies caused by non-cost based 

pricing. 

BellSouth’s deaveraging proposal results in higher than cost based 

deaveraged UNE rates that insulate BellSouth’s non-cost based high retail 

rates in low cost areas from cost based LJNE based local competition. This 

Commission should not protect BellSouth from cost based competition 

and should reject BellSouth’s deaveraging proposal 

A1 Varner Direct Testimony, p. 22, line 13-14. 
15 
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DOES BELLSOUTH’S PROPOSAL COMPLY WITH 47 C.F.R. 

51.503? 

No. 47 C.F.R. 51-503 requires that BellSouth’s Unbundled Network 

Element prices be based on forward-looking economic cost. This rule 

applies to averaged and deaveraged rates of both individual UNEs and 

combination of UNEs. BellSouth’s retail rate groups are not currently 

based on forward- looking economic cost. Therefore, BellSouth’s 

proposal to deaverage UNE rates using its current rate groups as the basis 

for categorization would violate 51.503 because it does not result in 

forward-looking economic cost-based, cleaveraged UNE rates. 

DOES BELLSOUTH’S PROPOSAL COMPLY WITH 47 

C.F.R.51.505(d)? 

No. 47 C.F.R. 5 1.505(d) states that the revenues of other services cannot 

be considered in the development of 21 UNE rate. BellSouth’s proposal 

violates 51.505(d) by considering the revenues of its retail services in the 

development of its deaveraged UNE rates. 

WHAT ARE GTE’S UNE DEAVERAGING PROPOSALS? 

GTE makes three proposals as follows: 

First, GTE proposes that the Commission retain a single rate for 

GTE and develop different cost-based rates applicable to BellSouth and 

SPRINT. In this proposal, GTE claim:; that by having different rates for 

GTE, BellSouth and SPRINT, the Commission could satisfy its 

deaveraging requirements. In essence, GTE argues that GTE temtory 

could be zone 1, BellSouth could be zone 2 and SPRINT territory could be 

zone 3. 
16 
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GTE’s second argument is that it should be permitted to establish 

three zones for the state of Florida once it reviews the submission of 

BellSouth and SPRINT. 

Finally, GTE proposes, if the Commission rejects its first two 

deaveraging proposals, to develop three cost based zones by. first 

calculating the average costs for UNI3s at a wire center level; second 

identifying those UNEs that have significant cost differences between wire 

centers; and third, map or group each wire center into one of three cost- 

based zones? 

DO GTE’S DEAVERAGING PROPOSAL COMPLY WITH FCC 

RULES? 

GTE’s first two proposals do not comply with FCC rules. The FCC’s 

deaveraging rule (51.507(f)) applies on a per ILEC basis. GTE’s first two 

proposals do not result in three or more deaveraged UNE rate zones for 

GTE, and, therefore, these two proposals must be rejected. GTE’s third 

proposal may comply with FCC rules, provided only cost based 

differences are used in the mapping or grouping of wire centers into each 

three zones. 

IF GTE’S THIRD DEAVERAGING: PROPOSAL DOES COMPLY 

WITH FCC RULES, SHOULD IT BE USED TO ESTABLISH 

DEAVERAGED RATES FOR GTE? 

Although GTE’s third deaveraging proposal appears to be similar to 

Florida’s interim deaveraging methodology (and the methodology I 

Q. 

A. 

Q. 

A. 

Direct Testimony of Dennis Trimble, May 1, 2000 
17 
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proposed in those negotiations), it should not be adopted as a permanent 

method, Instead, this Commission should use Sprint’s deaveraging 

methodology, which is better, to establish deaveraged rates. 

HOW IS SPRINT’S DEAVERAGING METHODOLOGY BETTER 

THAN GTE’S OR FOR THAT MATTER, THE METHODOLOGY 

THAT YOU PREVIOUSLY ADVOCATED? 

SPRINT’s proposal can be objectively ;and equally imposed on all ILECs. 

Further, SPRINT’s proposal achieves the proper deaveraging goal, which 

is to group areas with similar cost characteristics into the same UNE rate 

zones. As such, SPRINT’s deaveraging methodology would be easy for 

the Commission to administer and also achieves the proper deaveraging 

goal. 

WHAT IS SPRINT’S UNE DEAVERAGING PROPOSAL? 

SPRINT’s deaveraged UNE proposal is as follows: 

rates should be deaveraged to the degree necessary to 

achieve a result wherein the averaged rate does not deviate 

significantly from the actual forward-looking cost of 

providing that element anywhere within the defined zone. 

While it is impossible to quantify with absolute precision 

what “significant” deviations of rates from costs are, 

SPRINT believes that differences between rates and costs 

in excess of 20% would be of sufficient magnitude to 

potentially distort competitors’ investment decisions. 

Using that criteria, each incumbent LEC should be required 

to construct a deaveraged rate schedule such that the 

18 
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average rate in each zone is no more than 20% higher or 

20% less than the forward-loolcing cost of providing that 

element.” 

I have been involved in deaveraged D J E  proceedings and/or negotiations 

in all of the states in the BellSouth region, and SPRINT’s UNE 

deaveraging methodology is superior to anything that I have reviewed thus 

far. SPRINT’S methodology sets a sure and concrete standard (+ or - 

20%) that can be objectively and equally applied to all ILECs. This would 

provide the Commission with a means to quickly make rate determinations 

and administer rules in the future. Further, the establishment of a fixed 

cost deviation criteria places wire centers with similar cost characteristics 

in the same zone. 

DOES SPRINT’S DEAVERAGING PROPOSAL COMPLY WITH 

FCC RULES? 

Yes. 

WHAT ARE MCI 

RECOMMENDATIONS? 

MCI WorldCom and AT&T recommend that SPRINT’S deaveraged UNE 

cost methodology be applied to average UNE loop cost by wire center 

determined in t h i s  proceeding for BellSouth and GTE. 

HAVE YOU DONE THIS ANALYSIS? 

Yes, Exhibits GJD-8 and GJD-9 provide the zone weighting percentages for 

BellSouth and GTE using SPRINT’s deaveraging methodology. These 

WORLDCOM’S AND AT&T’S 

lo 

6. 
Direct Testimony of James W. Sichter, p. 15, lines 15-25, p. 16 lines 1- 

19 
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4 Q. DOES THIS CONCLUDE YOU PREFILED DIRECT 

5 TESTIMONY? 

6 A. Yes.  

zone weighting percentages can be applied to the average UNE rate to 

determine the deaveraged rate for each zone. Also, the list of wire centers in 

each zone is included in Exhibit GJD-8. 
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Shared Cost Comparison 

BST SHARED COST FACTOR 
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COMPARISONS OF COMMON COSTS FACTORS 

Hatfirld Model (Appendix C, page 134) 

AT&T 1991 GROSS REVENUES 
AT&T 1994 CORPORATE OPERATIONS EXPENSE 
REVENUE LESS CORPORATE OPERATIONS EXP. 
COMMON COST FACTOR 

BST HISTORICAL DATA ISPUT l\TO HATFIELD FORUULA 
BST 1994 GROSS REVENUE 
BST 1994 ACTUAL CORPORATE OPERATIONS EXP. 
REVENUE LESS CORPORATE OPERATIONS EXP. 
COMMON COST FACTOR 

. 

BST PROJECTED DATA ISPLT ISTO HATFIELD FOR\lUL.i 
BST TOTAL COST OF SERVICE (COS) 
BST PROJECTED CORPORATE OPERATIONS EXP. 
COS LESS CORPORATE OPERATlONS EXP. 
COiMblON COST FACTOR 

SMlLLlONS 
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12,398 
9.’7% 

18,661 SOURCE: (BST SHARED & 
1,120 COMMON COSTSTUDY) 

6.4% 
I 7.54 1 



BELLSOUTH TELECOMMUNICATIONS, INC 

TOTAL REGULA.TED BST 1998 
Analysis of Avoided Retail Cost 

PI 
Amount Retail 

Directly Avoided Retail Expense 1 4  
Row Accounts Source Total Regulated 

1 661 1 Product Management 1 116,205,769 105,250.989 
2 6612Sales 
3 6613 Product Advertising 
4 6623 Customer Services 
5 Total Directly Avoided Retail Expense 
6 Total Operating Expense 
7 Directly Avoided Cost Percentage 

Indirectly Avoided Retail Expense 
Accounts 

8 6710 Executive & Planning 
9 6720 General 8 Administrative 

10 6120 General Support 
11 Total Indirect Avoided Retail Expense 

12 Total Retail Expense 

1 372,562,300 273,986.415 
1 88.1 04.492 80,811,298 
1 1,145,368.924 966,367,403 
1 1,722,241,493 1.426.416.105 
2 9.638.837.000 

[AI * 7 PI 
2 85,244,000 12,614,947 
2 899.003.000 133.040.154 . .  
2 525,196,000 77.721.828 

Sum 1,509,443,000 223.376.929 

01,649,793,034 

Source: 
1) BellSouth Appendix F, 661 1SCOO.xls. 6612SCOO.xls. 6613SCOO.xls ;and 6623SCOO.xls 
2) BellSouth 1998 ARMIS 43-03 Total Regulated 

FILE: [ram] s:iLole-98\BSTFL-Awid8~ Retail Costxlr 



ACCOUNT 
6112 
6113 
6114 
6115 
6116 
6121 
6122 
6123 
6124 
621 1 
6212 
6215 
6220 
6231 
6232 
631 1 
6341 
6351 
6362 
641 1 
6421 
6422 
6423 
6424 
6426 
6431 
E441 
651 1 
6512 
6531 
6532 
6533 
6534 
6535 
6540 
6561 
6562 
6563 
6564 
6565 
661 1 
6612 
6613 
6621 
6622 
8623 
6711 
6712 
6721 
6722 
6723 
6724 
6725 
6726 
6727 
6728 
6790 

Totals 

I998 
EXPENSE 
AMOUNT 

1,555292 
6,458.946 

127,079 
560,602 

(5.485.813) 
262,585,739 

18,884,541 
25207.206 

218,506,997 
65,850,908 

413,964,390 

15,592,537 
528.980 

182,332,200 
1.835.989 
3.649.443 

DOCKET NO. 990649-TP 
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EXHIBITNO. (GJD-3) 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

EXPENSE DEVELOPMENT FACTOR CALCULATION 2000-2002 

120,712,443 
83.249.917 

31 1,293,091 
61.737.136 

593.532.386 
24,193 

2,497,443 

8,780,440 

11.634.405 
52357.604 
49.1 13,025 

166.989.375 
244.084.858 
238.647.832 
256,775,987 

116,205,769 
372.562.31 1 
88,104.493 
38.524.043 

150,351,925 
1.145.366.918 

58.141.303 
27.094.357 
73,921,521 
97,173.033 

11 1.859.422 
380,964,529 
42.292.696 
48,161359 
17.893.924 

126,649,766 
(18) 

6,308,864,526 

2000-2002 1998 
AVERAGE EXPENSE 
EXPENSE DEVELOPMENT 

PROJECTION 
683,245 

4.239.228 
131,006 
389,677 

(4,133.820) 
238,741226 

17,169,700 
22,902,072 

198.431.121 
48.032.674 

257.861.859 

9,730,705 
526,500 

175.810.134 
767,375 

3,632,335 

120,145,470 
82,659,647 

303.890.763 
61;447;718 

587,171.805 
24.080 

2.485.158 

8.739.279 

1 1.287.486 
52,112,155 
48.882.787 

166,206,430 
240,292,410 
233.762.937 

117,761,394 
383.690.325 

90.785,717 
39.647.564 

155,014.176 
1,175.768.599 

50.535.825 
23,550,139 
64,209,485 
84,461,809 
97,227,070 

140,313,530 
36,780,381 
41,861,381 
14,141,072 

103.546.904 

5.51 3,498,498 
(16) 

FACTOR 
0.439304 
0.656334 
1.030905 
0.695105 
0.753547 
0.909193 
0.909193 
0.908553 
0.908123 
0.729416 
0.622908 
0.000000 
0.624062 
0.995312 
0.964230 
0.417963 
0.995312 
0.00m0 
0.995303 
0.995312 
0.976221 
0.995312 
0.989284 
0.995315 
0,995081 
0.000000 
0.995312 
0.000000 
0.970182 
0.995312 
0.995312 
0.995311 
0.984463 . .. .. 
0.979531 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
0.000000 
1.01’3387 
1.029869 
1.030432 
1.029164 
1.031009 
1.026541 
0.869190 
0.869190 ~ ~~~ ~~ 

0.868617 
0,869190 
0.869190 
0.368311 
0,869190 
0.869190 
0.790272 
0.817585 
0.907407 

EXPDVFOO.XLS 
Page 1 
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I........ f . . . . .~ . . .~~ .~~~~~~~~~~. . t . t l l . . . . .  t..+fttfl.ltli 1996 
ACCOUNT AVERAGE ANNUAL COST FACTORS FOR USE IN SERVICE COST STUDIES ONLY * 

tt.tttt.tt* t...... ..... tt ....... l.... ..... .. tttt.*I'...t.. PLANT SPECIFIC EXPENSE STUDY 

BELLSOUTH ALABAMA FLORIDA GEORGIA KENTUCKY LOUISIANA MISSISSIPPI N CAROLINA S CAROLINA TENNESSEE 
.-..- --------- -.-.-....... ...._._..__........ ................... .......-........... .._..............__ .._._.._........... .-_.......--.-...-- 

LAND - COE 
BUILDINGS - COE 
DIGITAL ELEC SWITCH 
OPERATORSYSTEMS 

DIGTL CIRC-DDS 
DIGTL CIRC-PAIR GAIN 
DIGTL CIRC-OTHER 

POLES 
AERIAL CA -METAL 
AERIAL CA - FIBER 

UNGROUND CA - METAL 
UNGROUND CA - FIBER 
BURIED CA - METAL 
BURIED CA - FIBER 
SUBMARINE CA-METAL 
SUBMARINE CA-FIBER 
INTRBLD NTWK-METAL 
INTRBLD NTWK-FIBER 
CONDUIT SYSTEMS 

0.0000 
0.0038 
0.0493 
0.1498 

0.0160 
0.0171 
0.0180 

0.0269 
0.0385 
0.0032 

0.0182 
0.0046 
0.0303 
0 00% 
0.0037 
0.0037 
0.0026 
0.0026 
0.0029 

0.0000 
0.0018 
0.0345 
0.2527 

0.0192 
0.0197 
0.0095 

0.0300 
0.0371 
0.0037 

0.0150 
0.0040 
0.0249 
0.0017 
0.0000 
0.0000 
0.0000 
0.0000 
0.0018 

0.0000 0.0000 
0.0053 0.0039 
0.0400 0.0360 
0.0906 0.0574 

0.0281 0.0053 
0.0169 0.0152 
0.0227 0.0138 

0.0179 0.0512 
0.0558 0.0375 
0.0029 0.0033 

0.0196 0.0176 
0.0032 0.0063 
0.0346 0.0314 
0.0030 0.0184 
0.0061 0.0021 
0.0061 0.0021 
0.0023 0.0034 
0.0023 0.0034 
0.0033 0.0070 

Page ? 

0.0000 0.0000 
0.0025 0.0042 
0.0468 0.0462 
0.2074 0.0572 

0.0108 0.0161 
0.0153 0.0224 
0.0189 0.0230 

0.0085 0.0087 
0.0288 0.0356 
0.0039 0.0028 

0.0140 0.0162 
0.0039 0.0015 
0.0258 0.0307 
0.0??2 0.004? 
0.001 1 0.0002 
0.001 1 0.0002 
0.0010 0.0052 
0.0010 0.0052 
0.0004 0.0010 

0.0000 
0.0037 
0.0377 
0.1498 

0.0103 
0.0184 
0.0133 

0.0414 
0.0329 
0.0032 

0.0192 
0.0025 
0.0207 
0.0032 
0.0000 
0.0000 
0.0000 
0.0000 
0.0020 

0.0000 
0.0031 
0.0342 
0.2283 

0.0147 
0.0178 
0.0244 

0.0433 
0.0372 
0.0022 

0.0236 
0.0030 
0.0363 
0.001 I 
0.0019 
0.0019 
0.0115 
0.0115 
0.0018 

0.0000 
0.0047 
0.0391 
0.0490 

0.0196 
0.0175 
0.0201 

0.0108 
0.0404 
0.0007 

0.0201 
0.0066 
0.0323 
0.00!9 
0.0419 
0.0419 
0.0000 
0.0000 
0.0003 

0.0000 
0.0037 
0.0371 
0.2062 

0.0137 
0.0164 
0.0159 

0.0251 
0.0383 
0.0041 

0.0176 
0.0101 
0.0237 
0.0030 
0.0012 
0.0012 
0.0075 
0.0075 
O.OO?O 

PLANT SPEC bsload.xls 



Dascrtphn 
COE Swilchlnp 
COE Tnnrrnnaion 
Pobt 
Aerial Copper Cabb 
Asrlnl Fiber Cnbb 
Underground Copper Cabla 
Undergmund F-1 Cabb 
Burad Copper Cabla 
B U M  F h r  C.M. 
W U i l  

0 
'0 

UI 
$ 

Account 
6210 
6230 
641 I 

6421.1 
e421.2 
6422.1 
6422.2 
6423.1 
6423.2 

6441 

Alabama 
3.45% 
1.97% 
3.00% 
3.71% 
0.37% 
0.15% 
0.40% 
2.49% 
0.17% 
0.10% 

Florlda 
4.00% 
1.69% 
1.79% 
5.50% 
0.29% 
1.36% 
0.32% 
3.48% 
0.39% 
0.33% 

Georgia 
3.60% 
1.52% 
5.12% 
3.75% 
0.33% 
1.76% 
0.63% 
3.14% 
1.34% 
0.70% 

Kmtucky 
4.68% 
1.53% 
0.85% 

0.39% 
1.40% 
0.39% 
2.58% 
1.12% 
0.04% 

2 . e ~  

Page 2 
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8.IISouIh fclacanmunlullms. Iw 
Vn~vmmY S e w  F d W  

Reiponx.. lo FCC S W  OluMW. d 
h.u 25.19ea 

A n a m  ID OW& 0 
P.0 .4d4  

Loulriana Ylsalsslppl N. Crrollna 9. Crrdlna Tennessee 
4.62% 3.11% 4.62% 4.62% 371% 
2.24% 1.04% 2.24% 2.24% 1.65% 
0.87% 4.14% 0.87% 0 07% 2.51% 
3.56% 3.29% 3.58% 3 58'A 3.832c 
0 20% 0.32% 0.28% 0.28.A 0.41% 
1.62% 1.92% 1.62% 1.62% 1.76% 
O.t5% 0.25% 0.15% 0.15.A I.Ot% 
3.07% 2.07% 3.07% 3.07% 2.37% 
0.41% 0.32% 0.41% 0.41% 0.30% 
0.10% 0.20% 0.10% 0.10-A 0.10% 



Docket No. 990649-TP 
Witness: Darnell 

Is confidential 
Exhibit No. (GJD-5) 

- - - -  - 

004666 



DOCKET NO. 990649-TP 
WITNESS: DARNELL 
EXHlnll.NO. (GJD-6) 
P A W  I OF 12 

7/19/00 
Page 1 



DOCKET NO. 990649-TP 
WITNESS: DARNELL 
EXHIRITNO. (FJD-6) PAGE 2 01: 12 

7/19/00 
Page 2 



DOCKET NO. 990649-TP 
Wl'R\IT:SS: DARNELL 
EXIIIBIT NO. (GJD-6) 
PAOF. 3 01: 12 

EX. . .-srGJD-6 

0 
rcI 
0 en 
cx, 

7/19/00 Page 3 



DOCKETNO. 990649-TP 
WITNESS: DARNELL 
EXIIIRIT NO, 
PAGE 4 OF 12 

(GJD-6) EXhtorT GJDG 

Page 4 7/19/00 



DOCKET NO. 990649-TP 
WITNESS: DARNELL 
EXHIBITNO. (GJD-G) 
PAGE 5 01; I2 

EXhialT GJD-6 

7H9100 Page 5 



26.00% 

25.00% 

24.00% 

23.00% 

22.00% 

21.00% 

20.00% 

BellSouth Total Company Operating Expensel TPlS Investment 

, 

90 91 92 93 94 95 

Year 

96 97 98 
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7.50% 

7.00% 

6.50% 

6.00% 

5.50% 

5.00% 

4.50% 

4.00% 

3.50% 

3.00% 

2.50% 

BellSouth Total Company CO Switching Expensel Investment 

90 91 92 93 94 95 96 97 98 99 

Year 
Page 8 



I 
/ 

1
 

/
 

\
 7

 

\
 1 ? 

m
 

m
 

m
 

m
 

P- 
m

 

(D
 

rn 

Ln 
m

 

w
 

m
 

m
 

m
 

N
 

m
 

r
 

m
 

0
 

m
 

m
 m bo 

m 
h

 9
0
4
6
7
5
 



DOCKET NO. 9 9 n 6 4 9 - ~ ~  

PAGE i n  OF 12 

WITNESS: DARNELI. 
EXHIBIT NO. (GJD-6) 

3.50% 

3.00% 

2.50% 

2.00% 

1.50% 

1 .OO% 

BellSouth Total Company CO Transmission Expensel Investment 

90 91 92 93 94 95 96 

Year 

97 98 99 
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11.00% 

10.50% 

10.00% 

9.50% 

9.00% 

8.50% 

8.00% 

7.50% 

7.00% 

6.50% 

6.00% 

BellSouth Total Company Corporate Operations Expensel Total Revenue 
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A B I C I D 
I 

2 4.4742 5.3691 6.4429 4 

fi 3 )  6.4429 I 7.7315 1 9.2778 I 
1 6 1  9.2778 I 11.1333 1 13.3600 I 10.84 I 176.92% I 

5 13.3600 16.0320 19.2384 15.91 259.78% 

6 19.2384 23.0860 65.1708 

7 

8 
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BellSouth Telecommunications, Inc. 

AT&T's Is' Set of 1nterrogatorie:j 
May 2,2000 
Item No. 28 
Page 1 of 2 

FPSC Dkt NO. 990649-TP 

REQUEST: Provide a complete description of the methodology BellSouth used to 
distribute Land and Building costs to the various rate elements. List all 
adjustments made to the accounts, prior to distribution, and the rationale 
for the adjustments. 

RESPONSE: Projected costs for Non-COE Related Land and Buildings were included 
in the processing of the Shared and Common Cost Application. The cost 
attribution basis used in assigning Non-COE Land and Building costs to 
network related plant or to non network related groupings (Common, 
Retail, etc.) varied by cost pool. The attribution basis for each cost pool 
primarily related to the salary and wage costs of the personnel occupying 
the property or the average annual capital costs of the equipment housed. 
The resulting portions of Non-COE Land and Building costs, which were 
assigned to shared or common costs, were included in the computation of 
the applicable shared or common cost factors. These factors were then 
applied to the applicable network related investment or to total costs in 
each study to include shared and common costs in each rate element. 

No adjustments were made to projected Non-COE Land and Building 
costs prior to cost assignment in the Shared and Common Cost 
Application. 

COE Related Land and Building investment amounts are distributed to 
COE rate elements by multiplying the in-place investment representing 
the element by the respective Land and Building (L&B) Loading Factors. 
L&B Loadiig Factors are developed in accordance with the procedure 
detailed in Section 5 of BellSouth's Cost Study Filing in this proceeding 
dated April 17,2000, beginning on Page 2. Capital-related and 
operational expenses are then calculated for these associated land 
investments and building investments in the same manner as for the basic 
element itself. 

804685 
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BellSouth Telecommunications, Inc. 

AT&T’s lst Set of Interrogatories 
May 2,2000 
Item No. 28 
Page 2 of 2 

FPSC Dkt NO. 990649-Tl’ 

RESPONSE: (Continued) 

No adjustments were made to projected COE Land and Building 
investments prior to development of the factors. 

RESPONSE PROVIDED BY: Charles V. Lee 
Director 
3535 Colonnade Parkway 
Birmingham, Alabama 35243 
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BellSouth Telecommunications, :[nc. 

AT&T'S 1'' Set of Interrogatories 
May 2,2000 
Item No. 29 
Page 1 of 1 

FPSC Dkt NO. 990649-TP 

REQUEST: Provide a complete description of the methodology BellSouth used to 
distribute Central Office Power costs to the various rate elements. List all 
adjustments made to the accounts, prior to distribution, and the rationale 
for the adjustments. 

RESPONSE: Central Office power equipment investment amounts are distributed to 
non power COE rate elements by multiplying the in-place investment 
representing the element by a Power Loading Factor. Power Loading 
Factors are developed in accordance with the procedure detailed in Section 
5 of BellSouth's Cost Study Filing in this proceeding dated April 17, 
2000, beginning at Page 2. Capital-related and operational expenses are 
allocated to these associated power investments in the same manner as for 
the basic rate elements. 

Commercial power used for COE is booked to expense Account 653 1. 
This expense is divided by total COE investment to get an amount of 
power expense per dollar of COE investment. This ratio is included in the 
Plant Specific Expense Factor. Account 6531 power expense for an 
element is calculated along with other operational expenses when the Plant 
Specific Expense Factor is multiplied by the investment representing the 
rate element. Development of the Plant Specific Expense factor is 
described in Section 5 of BellSouth's Cost Study Filing in this proceeding 
dated April 17,2000, beginning on Page 7. 

No adjustments were made to the investment or expense accounts prior to 
distribution. 

RESPONSE PROVIDED BY: Charles V. Lee 
Director 
3535 Colonnade Parkway 
Birmingham, Alabama 35243 
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BellSouth Telecommunications, Inc. 

AT&T’s Is* Set of Interrogatories 
May 2,2000 
ItemNo. 30 
Page 1 of 1 

FPSC Dkt NO. 990649-TP 

REQUEST: Provide a complete description of the methodology BellSouth used to 
distribute Corp. Communications costs to the various rate elements. List 
all adjustments made to the accounts, prior to distribution, and the 
rationale for the adjustments. 

RESPONSE: Projected Corporate Communications costs were included in the 
processing of the Shared and Common Cost Application. The cost 
attribution basis used in assigning Corporate Communications costs to 
network related plant or to non network related groupings (Common, 
Retail, etc.) was Total Salaries and Wages. The resulting portions of 
Corporate Communications costs, which were assigned to shared or 
common costs, were included in the computation of the applicable shared 
or common cost factors. These factors were then applied to the applicable 
network related investment or to total costs in each study to include shared 
and common costs in each rate element. 

No adjustments were made to projected Corporate Communications c.osts 
prior to cost assignment in the Shared and Common Cost Application.. 

RESPONSE PROVIDED B Y  Charles V. Lee 
Director 
3535 Colonnade Parkway 
Birmingham, Alabama 35243 

004688 
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BellSouth Telecommunications, Inc. 

AT&T'S lSt Set of Interrogatories 
May 2,2000 
Item No. 32 
Page 1 of 1 

FPSC Dkt NO. 990649-TP 

REQUEST: Provide a complete description of the methodology BellSouth used to 
distribute OS & DA costs to the various rate elements. List all 
adjustments made to the accounts, prior to distribution, and the rationale 
for the adjustments. 

RESPONSE: OS & DA costs were not attributed to any unbundled network element. 

RESPONSE PROVIDED BY: Charles V. Lee 
Director 
3535 Colonnade Parkway 
Birmingham, Alabama 35243 
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BellSouth Telecommunications, Inc. 

AT&T's 1" Set of 1nterrogatone:r 
May 2,2000 
Item No. 35 
Page 1 of 1 

FPSC Dkt NO. 990649-TP 

REQUEST: Provide a detailed description of how cost per fuse amp is calculated. 

RESPONSE: BellSouth assumes this request relates to collocation. Costs for 
collocation were not included in this filing. 

RESPONSE PROVIDED BY: Reginald Starks 
Director 
675 West Peachtree Street 
Atlanta, Georgia 30375 
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GREGORY J. DARNELL 
PROFESSIONAL EXPERIENCE 

6/21/96 -Date REGIONAL SENIOR W A G E R ,  MCI, LAW & PUBLIC POLICY 

Responsibilities: Define MCIS public policy and ensure effective advocacy throughout BellSouth Region. 

9/1/95 - 6/21/96 

Responsibilities: Define MCI's national access policies and educate field personnel. Present .WCI's access 
policy positions to Executive Management and obtain concordance. 

SENIOR STAFF SPECIALIST 111, MCI, NATIONAL ACCESS POLICY. 

9/1/94 - 9/1/95 SENIOR STAFF SPECIALIST 111, MCI, CARRIER RELATIONS. 

Responsibilities: Manage MCl's business relationship with ALLTEL. 
. 1/1/93 - 9/1/94 SENIOR STAFF SPECIALIST II, MCI, SOUTHERN CARRIER MNAGEMEAT 

Responsibilities: Chief of Staff 

9/1/91 - 1/1/93 MANAGER, MCI, ECONOMIC ANALYSIS. 

Responsibilities: Test@ before state utility commissions on access issues. Write tariff and rulemaking 
pleadings before the FCC. Serve as MCIk expert on Local Exchange Carrier revenue requirements, 
demand forecasts and access rate structures. 

1/1/90 - 9/1/91 SENIOR STAFF SPECLALISTI, MCI, FEDERAL REGULATORY. 

Responsibilities: Direct analysis to support MCI's positions in FCC tariff and rulemaking proceedings. 
Provide access cost input to MCYs Business Plan. Write andfile petitions against annual tanffilings and 
requests for rulemaking. Train State Utility Commissions on the use and design offinancial databases. 

1/1/89 - 1/1/90 STAFF SPECULIST 111, MCI, FEDERAL REGULATORY. 

Responsibilities: 
Author petitions opposing RBOC tarifffilings Represent MCI at National Ordering and Billing Forum. 

10/9/87 - 1/1/89 

Track and monitor tariff transmittals for Ameritech, BellSouth, W B T  and U S  West. 

SUPER VISOR, MCI, TELCO COST ANALISIS. 
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Responsibilities: Supervise team of analysts in their review of interstate access tariff changes. Coordinate 
updates to Special Access billing system. 

1/1/86 - 10/9/87 

Responsibilities: Analyze MCIs access costs and produce forecasts. 

6/1/85 - 1/1/86 STAFF ADIUINISTRATOR I .  MCI LITIGATION SUPPORT. 

Responsibilities: Support MCIk antitrust counsel in taking depositions, preparing interrogatories and 
document requests. 

1/1/84 - 6/1/85 PRODUCTION ANALYST, MCI, LITIGATION SUPPORT. 

Responsibilities: Review and abstract MCI and AT&T documents obtained in MCI's antitrust litigation. 

FIMNCUL ANALYST 111, MCI TELCO COST. 

8/1/82 - 1/1/84 LEGAL ASSISTANT, GARDNER, CARTON AND DOUGLAS. 

Responsibilities: Research and obtain information from the FCC, FERC and SEC. 

EDUCATIONAL ExpERlENCE 

9/1/91 - 1/1/93 GEORGE WASlLNGTON WIVERSm, GRADUATE SCHOOL 
TELECOMVIUNICA TIONS. 

Studies: Advanced courses in Public Policy, Electrical Engineering and Economics. 

9/1/78 - 6/1/82 

Studies: Macro and Micro Economics, Statistics, Calculm, Astronomy and Music. 

W m R S l l Y O F U W D ,  B.A., ECONOMICS. 

OF 


