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I.  Introduction and Purpose of Testimony

Q.
PLEASE  STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Kevin C. Collins and my business address is 711 Van Ness, Suite 300, San Francisco, CA 94102

Q.
ARE YOU THE SAME KEVIN C. COLLINS WHO SUBMITTED DIRECT, SUPPLEMENTAL DIRECT, AND RESPONSE TESTIMONY IN THIS PROCEEDING?
A.
Yes, I am.

Q.
WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

A.
The purpose of my testimony is to address issues raised by Staff witness Jing Roth and by TRACER witnesses Thomas Zepp and Brian Pitkin regarding GTE’s cost model filing in this USF proceeding.

II.  Response to Staff Witness Jing Roth

Q.
STAFF WITNESS ROTH INDICATES ON PAGE 8 OF HER TESTIMONY THAT GTE’S FILING WAS NOT CONSISTENT WITH COMMISSION GUIDELINE NO. 1 WHICH REQUIRES THAT COST BE MEASURED AND REPORTED AT THE WIRE CENTER AND EXCHANGE LEVEL.  DO YOU AGREE WITH MS. ROTH?

A.
I would have to respectfully disagree with Ms. Roth’s characterization of GTE’s filing.  A CD-ROM was filed, with my direct testimony, containing both BCPM 3.1 itself and two accompanying model runs (one with GTE inputs and one with state prescribed inputs).  Each model run has two basic output reporting options: statewide average and wire center level.  All the user needs to do is select the desired option in the Reports module of the model.  BCPM then produces the desired report within 15 seconds.  GTE considers all the reports, generated by the different options provided on the CD-ROM and readily printable, as part of my Direct testimony/exhibit.  However, for Ms. Roth’s convenience, I have attached a printed report of its results by wire center (Exhibit No. ___(KCC-4)) to this Rebuttal Testimony.

Q.
ALSO ON PAGE 8 OF HER TESTIMONY, STAFF WITNESS ROTH STATES THAT GTE DID NOT COMPLY WITH GUIDELINE NO. 2 WHICH REQUIRES COST RUNS FOR A NETWORK THAT SERVES SINGLE LINE OR MULTI-LINE SUBSCRIBERS.  HAS GTE COMPLIED WITH GUIDELINE NO. 2?

A.
Yes.  I filed Supplemental Direct Testimony and exhibits, on August 3, 1998, to put GTE in full compliance with Guideline No. 2.  BCPM was run separately using single (initial) line units as an input, and then with multi-line units (lines other than initial lines plus all non-switched loops,) as an input.  These two runs were made twice; once using GTE’s proposed set of inputs and once using Commission-prescribed inputs.  The exhibits include both a hard-copy printout of all runs at a statewide level and a CD-ROM which includes statewide and wire center-specific results.   Since this filing was made on the same day Ms. Roth’s testimony was filed, it was not possible for her to reflect this new information in her testimony.

Q.
IN AN ATTEMPT TO COMPLY WITH GUIDELINE NO. 4, GTE USED THE FILL FACTORS ORDERED FOR US WEST (IN THE Eighth Supplemental Order, Docket No. UT-960369) INSTEAD OF THOSE PRESCRIBED FOR GTE (IN THAT SAME ORDER).  DOES THIS CONSTITUTE A FAILURE ON THE PART OF GTE TO COMPLY WITH GUIDELINE NO. 4 AS SUGGESTED BY MS. ROTH (PAGE 9)?

A.
No, it does not.  The fill factor prescribed for GTE in the Eighth Supplemental Order is a composite of feeder and distribution fill factors.   This composite fill factor matches the specific input requirements of the loop model used by GTE in the above mentioned Docket.   BCPM cannot be run with a composite fill factor.   As I explained in my direct testimony, BCPM does not use a composite fill factor as an input.  Instead, separate inputs for feeder and distribution fills are required to run the model.  Because GTE's composite fill factor is not compatible with the BCPM input parameters, GTE did not use the fill factor ordered in the Eighth Supplemental Order.  Instead, GTE utilized the fill factors ordered for US West in the Eighth Supplemental Order because they are in the necessary format. 

Q.
Did GTE actually input the values of 65% and 33% for feeder fill and distribution fill, respectively?

A.
No. There is a distinction between a fill factor input and the fill factor achieved in the model.  For example, in order to target the fill levels of 65% and 33% for feeder and distribution, GTE used input values that are higher than these two figures.  The input levels need to be higher in order to account for the impact of discrete cable sizes in the construction of feeder plant and to account for both discrete cable sizes and the placement of more than one line per housing unit in the construction of distribution plant.  

Q.
WHAT IS YOUR UNDERSTANDING OF GUIDELINE NO. 5?

A.
I understand Guideline No. 5 to require that actual line counts be used as inputs to the cost calculations.  Guideline No. 5 also requires any cost submission to include average loop lengths, by wire center and exchange.  The word “actual” is absent from the loop length requirement. Therefore, the average loop length generated by the model meets the requirements of Guideline No. 5. 

Q.
IS GTE’S FILING CONSISTENT WITH GUIDELINE NO. 5?

A.
Yes.  GTE used actual line counts as inputs to its model runs and provided a CD-ROM containing model-generated average loop lengths by wire center.

Q.
MS. ROTH INDICATES THAT GUIDELINE NO. 5 REQUIRES THE PROVISION OF ACTUAL LOOP LENGTHS BY WIRE CENTER OR EXCHANGE.  DO YOU AGREE WITH HER INTERPRETATION OF GUIDELINE NO. 5?

A.
No.  I believe Guideline No. 5 requires that any cost submissions include an output of average loop lengths generated by the models as opposed to the actual average loop lengths.  

Q.
MS. ROTH (ON PAGE 9) ALSO CRITICIZES GTE’S COST STUDIES FOR NOT INCLUDING IN ITS BCPM RUNS THE STRUCTURE SHARING FORMULA REQUIRED BY THE COMMISSION AND THE DEFERRED TAX EFFECT AS REQUIRED BY THE NINTH SUPPLEMENTAL ORDER.  WOULD YOU PLEASE COMMENT?

A.
GTE employed structure sharing inputs based on its actual operating experience because it is GTE’s costs that we are trying to estimate in this case.  The use of other data when company-specific data is readily available will unnecessarily cause cost estimates to vary from GTE's actual costs.

It is my understanding that the BCPM model version used by GTE in this case takes into account the effect of deferred income taxes.  Also, it does not have the formula error (found in earlier versions of the model,) that was considered by this Commission in the Ninth Supplemental Order.

Q.
WOULD YOU LIKE TO RESPOND TO ANY OTHER OF MS. ROTH’S CRITICISMS OF GTE’S BCPM RUNS?

A.
Yes.  On page 10 of her testimony, Ms. Roth states that GTE failed to adhere to Guideline No. 7 which requires that shared, overhead, or common costs be separately stated and that factual support for such costs be provided.   In my direct testimony I identify overhead and common costs as “non-capital related expenses,” which include accounts such as Network Support, General Support, Network Operations, Marketing, Customer Services, General & Administration, and Uncollectibles.  I also identify the source of these expenses as being GTE’s Washington ARMIS report for 1997.  Verification of the basis for these expenses can be performed by simply dividing the annual expense levels for the 6110, 6120, 6510, 6530, 6610, 6620, 6710, 6720, and 6790 accounts (found on page 4 of 112 of Exhibit No. KCC-2) by the 66.61% local TSLRIC factor identified in my direct testimony.  The result of this division will yield an annual expense level that falls within 2% of the total reported ARMIS amounts for these accounts.  This calculation will not exactly match the ARMIS numbers due to some minor adjustments GTE made in the BCPM input data to account for significant one-time expenses.

III.  Response to TRACER Witness Thomas Zepp and Brian Pitkin

Q.
DR. ZEPP (ON PAGE 5) AND MR. PITKIN (ON PAGE 59) ADVOCATE THE INFLATION OF THE DENOMINATOR IN THE CALCULATION OF DISTRIBUTION PLANT COSTS.  IS THIS A VALID ADJUSTMENT THAT SHOULD BE MADE TO THE MODELS IN THIS PROCEEDING?

A.
Absolutely not.  I discuss the inappropriate nature of such an adjustment in my Response Testimony, filed August 3, 1998. 

Q.
MR. PITKIN (ON PAGE 59) CITES A NEW MEXICO STATE CORPORATION COMMISSION FINDING OF FACT, CONCLUSIONS OF LAW AND ORDER AND SUGGESTS THAT IT SUPPORTS HIS NOTION THAT “IT IS IMPORTANT TO TAKE THIS GROWTH INTO ACCOUNT IN THE DENOMINATOR OF THE COST PER UNIT OF DEMAND TO AVOID OVERSTATING COSTS..."   DOES THIS CITE FROM NEW MEXICO DIRECTLY SUPPORT MR. PITKIN’S STATEMENTS?

A.
No.  In reading paragraph 84 on page 15 (New Mexico State Corporation Commission Finding of Fact, Conclusions of Law and Order -Docket No. 96-310-TX and Docket No. 97-334-TC), it becomes clear that the New Mexico Commission was not referring to Mr. Pitkin’s concern about the denominator of the cost calculation at all.  They were more concerned with the economies of scale that might be realized with differing levels of competition in the future.   

Q.
DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

A.
Yes, it does.
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