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3. EI is a premier economic research and consulting firm that specializes in the 

analysis of antitrust, regulatory and damages issues. EI’s Washington, D. C. office is located at 

2121 K Street, NW, Suite 1100, Washington, D.C. 20036. EI has been asked to assist GTL in 

preparing the inmate calling data submission that the Commission has required in this matter. 

The analysis described in this D&J was performed by Stephen E. Siwek and Christopher C. 

Holt. 

 4. Stephen E. Siwek is a Principal at EI. He specializes in the assessment and/or 

measurement of lost profit damages, the economic performance of U.S. industries that depend 

on copyright protection and in the economic and financial analysis of regulated industries such 

as the telecommunications industry. He has been continuously involved in consulting since 

1975, and has been employed at Economists Incorporated since 1983. Prior to 1983, he was 

employed by the Washington D.C. based consulting firm of Snavely, King and Associates. 

While employed at these firms, he testified as an expert witness on more than 80 occasions 

before regulatory bodies and courts.  

 5. With respect to the telecommunications industry, Mr. Siwek has testified before 

state public service commissions on issues relating to costing and pricing of network elements 

for local telecommunications services. He has also testified in arbitration and rate hearings 

relating to carrier interconnection, access charge levels, telephone directory listings and rate 

design. He is experienced in the analysis and application of divergent costing methodologies 

including Total Element Long-Run Incremental Costs (“TELRIC”). Using a TELRIC model, he 

developed and presented state specific local service cost estimates in more than 10 state 

commission proceedings.   
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6. He is co-author of two books and numerous studies of the U.S. copyright 

industries and their impact on the U.S. economy. He holds a Bachelor of Arts degree in 

Economics (Boston College) and a Master of Business Administration degree (George 

Washington University). A full listing of his publications and case experience is provided in his 

curriculum vitae (See Attachment 1). 

7. Christopher C. Holt is an Economist at EI. His areas of expertise in economic 

consulting are primarily antitrust, class certification, damages, and regulation. His experience in 

the telecommunications industry includes performing an analysis of local telephone rate 

regulation and competitiveness in New Jersey and managing an economic study of the effects of 

rate deregulation nationwide. He also managed a study evaluating the effectiveness of federal 

broadband subsidies, and assisted with an analysis of mobile wireless market performance in 

Canada. He recently co-authored an academic article on the effects of vertical integration in the 

market for regional sports television programming. He holds a Bachelor of Science degree in 

Telecommunications (Ohio University) and a Master of Arts in Applied Economics (University 

of Cincinnati). A full listing of his experience is provided in his curriculum vitae (See 

Attachment 2). 

8. This section describes the sources of data compiled by GTL and explains how 

these sources were used to satisfy the Commission’s reporting requirements. This section also 

provides justification for specific assumptions and calculations as necessary. 
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9. GTL provided revenue and cost data aggregated at the contract level. Each 

contract is generally associated with multiple facilities and can be categorized as either a jail 

contract or a prison contract. 

10. Based on its internal records, GTL provided data on costs and revenues 

associated with each contract. Furthermore, GTL provided call-specific metrics such as the 

number of calls, minutes of use (“MOUs”), and revenues, each of which are disaggregated into 

the four arrangement-type categories (Debit, Prepaid, Collect, Other ICS) as well as by call-type 

(local, state intra-LATA, state inter-LATA, interstate, international). 

11. An important caveat of these data is that they only include expenses that can be 

attributed to a given facility or contract. For example, the contract data do not include GTL’s 

annual capital costs and selling, general, and administrative (“SG&A”) expenses because such 

costs are not associated with any specific facility. For this reason and as discussed in further 

detail below in Section III.B.4, the contract data are used for informing the allocation process, 

but are not used for calculating overall expenses. 

12. EI reviewed GTL’s consolidated monthly income statements containing GTL’s 

detailed itemization of costs. These data, while not disaggregated at the contract level, provide a 

line-by-line overview of GTL’s costs. Because they are comprehensive, we use the income 

statements to calculate overall costs. Totals shown in the final submissions to the Commission 

therefore reflect the same totals found in GTL’s income statements. 
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13. This section describes, in sequential order as performed, our method for 

calculating cost totals.  

14. In collaboration with GTL, we categorized each cost item listed in the income 

statement as either an ICS cost or a non-ICS cost.3 The Commission requests cost reporting only 

for those costs that are “reasonably and directly related to the provision of ICS.”4 Such costs 

include “the cost of capital (reasonable return on investment); expenses for originating, 

switching transporting, and terminating ICS calls; and costs associated with security features 

relating to the provision of ICS.”5 Non-ICS costs are those “not related to the provision of 

ICS”.6 

15. A number of items in the income statements were comprised of aggregate costs 

that included a portion of non-ICS costs. We scaled these items based on an estimate of the 

percentage of the costs associated with ICS. This percentage estimate is equal to the total 

revenue received by GTL from ICS divided by total revenue GTL received. 

16. The Commission has required that costs be identified and aggregated by one of 

four types of costs: telecom, equipment, security, and other.7 Through discussions with GTL 

                                                 

3. A small number of items included both ICS and non-ICS costs. These costs were scaled by the amount of 
GTL’s revenue that is accounted for by ICS. 

4. ¶ 53. 
5. ¶ 53. 
6. ¶ 53. 
7. at 1 (“We specifically require providers to separate costs into 

the following categories for each service type: (1) telecommunications costs and interconnection fees; (2) 
equipment investment costs; (3) security costs for monitoring and call blocking; (4) costs of providing inmate 
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such as service, maintenance, and repair (“SMR”), or those related to “wear and tear,” are 

increasing in direct proportion with the amount of time spent on a call; in this regard MOUs 

provide a more precise representation of cost allocation than does the number of calls placed. 

Aside from the bad debt associated with collect calls, we found no significant differences in the 

cost of provision across arrangement types. Because bad debt is a direct cost assigned entirely to 

collect calls, it is therefore sensible to use minutes of use as an allocation device for the 

remaining common costs. 

19. Cost totals for each arrangement type can be expressed algebraically as follows: 

(1) 
 

 

where subscript represents the arrangement type (debit, prepaid, collect other), and subscript  

represents the cost type (telecom, equipment, security, other). Common cost allocation weights 

are expressed by  , equal to the percentage of MOUs associated with each arrangement type. 

Figure 1 below illustrates the reporting hierarchy for debit costs; the prepaid, collect, and 

“other” arrangement types share identical cost structures. 

FIGURE 1: FCC COST REPORTING HIERARCHY, DEBIT ICS COSTS 

  

Total Debit ICS Costs
Direct Telecom 

Debit Costs

debit * Common 
Telecom Costs

Direct 
Equipment 

Debit Costs

debit * Common 
Equipment 

Costs

Direct Security 
Debit Costs

debit * Common 
Security Costs

Direct Other 
Debit Costs

debit * Common 
Other Costs

Total Debit ICS Costs

=

Direct Costs

+

Common Costs
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20. As noted above, a large portion of GTL’s costs, such as annual capital costs and 

selling, general, and administrative (“SG&A”) expenses, are not contract-specific. Therefore, an 

allocation device is again necessary for estimating how non-contract specific costs are 

distributed across the Commission’s designated contract and facility size categories. We 

referred to GTL’s contract-level data to allocate costs under the Commission’s contract size 

categories, which are based on the average daily population (“ADP”) associated with each 

contract.9 We apply a similar allocation process here as that applied to the ICS arrangement type 

allocations. Specifically, we first calculate the relative proportions of costs associated with each 

contract/facility size category, using those costs that can be definitively assigned to a given 

contract. We then apply these weights to the total costs as calculated using the income 

statement. The subset of cost data that is contract-specific is more representative of total costs 

than other metrics such as minutes of use or revenues and therefore preferred for this allocation. 

21. Within each size category, the Commission also requires MOUs and number of 

calls to be counted and reported by jurisdiction type: local, state intra-LATA, state inter-LATA, 

interstate, and international.10 While GTL tracks its calls and MOUs at both the contract and 

jurisdiction level, it does not track site commissions in this manner. As noted below, site 

commissions are allocated based on revenue. 

                                                 

9. Size categories, by ADP, are as follows: Jails 0-99; Jails 100-349; Jails 350-999; Jails 1000 & Over; 
Prisons 1-4,999; Prisons 5,000- 19,999; Prisons 20,000 & Over. 

10. at 1, 4, 5 6. 



REDACTED – FOR PUBLIC INSPECTION 
 

-11- 
 

22. A number of items in the income statements were comprised of aggregate costs 

that included a portion of ancillary costs. We apportioned these items based on an estimate of 

the percentage of the costs that were ancillary. This percentage estimate is equal to the total 

revenue received by GTL from ancillary fees, divided by total revenue GTL received. We 

applied this percentage estimate to each cost item containing a portion of ancillary costs to 

achieve an estimate of total ancillary costs for each year. 

23. GTL provided aggregate demand totals for each itemized cost. Units of demand 

vary across ancillary cost items in the provided list. For example, state USF administrative fees 

for LEC billed calls are charged on a monthly basis, while state regulatory cost recovery fees for 

LEC billed calls are charged on a per-call basis. GTL does not track cost totals associated with 

each ancillary fee item therefore no such breakdown is presented. 

24. We calculated GTL’s annual capital costs by determining the market value of 

GTL’s assets in each year and applying a rate of return of 11.25 percent.11 

25. Site commission totals by arrangement type and jurisdiction were allocated based 

on revenue because GTL’s contracts generally dictate site commission payments to the facility 

as a percentage of revenue; using MOUs for this allocation would be less precise. 

                                                 

11. The Commission has accepted this rate of return in previous cost studies used to inform interim rate caps 
in this proceeding. at note 203. The market value of GTL’s assets was determined on the basis of 
discussions with GTL executives regarding the sale and/or purchase of GTL and another ICS provider since 2011. 
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26. As discussed above, GTL’s historical costs of providing ICS are presented for 

the years 2012 through 2014 in the attached. In some instances GTL has redacted cost 

information that is confidential or competitively sensitive. 
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