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CASE BACKGROUND 

The federal Telecommunications A c t  of 1996 (Act) made sweeping 
changes to the regulation of telecommunications common carriers in 
this country. O f  particular importance, it provided f o r  the 
abolishment nationwide of the incumbent local exchange carriers' 
monopolies over the provision of local  exchange service. The Act 
envisioned three e n t r y  strategies by firms into the local exchange 
services market: (1) through xesalc of t he  incumbent's services; 
(2) via pure facilities-based offerings, thus only requiring a 
competitor to interconnect with the incumbent's network; and (3) 
through a hybrid involving the leasing of unbundled network 
elements (UNEs) of the incumbent's network facilities, typically in 
conjunction with network facilities owned by t h e  entrant. 

Although the Act generally spelled out the broad policy terms, 
the implementation details w e r e  left to the Federal Communications 
Commission (FCC). Specifically, the Act required that the FCC 
promulgate rules to i m p l e m e n t  the resale, interconnection, and UNE 
requirements within six months a f t e r  passage of the Act. The rules 
subsequently established by the FCC provided detailed 
implementation requirements for pricing and provision of services. 
of importance to this docket, t h e  FCC's Local Competition Order, 
released August 8, 1996, included in its pricing rules a rule, 
5 1 . 5 0 7 ( f ) ,  which requires each state commission t o  establish ra te  
zones fo r  UNEs (the deaveraging rule). That rule s ta tes :  

a 

S t a t e  commissions shall establish different 
rates €or elements in at least three defined 
geographic areas within t h e  s t a t e  to reflect 
geographic cost differences. (EXH 1, 47  CFR 
§51.507 (f)) 

Since the establishment of the pricing rules, these rules have 
been t h e  subject of a number of c o u r t  decisions and FCC actions, 
which have directly impacted this issue and its resolution. T h e  
legal challenges continue to this day. 

I n  response to various appeals, including t h a t  of this 
Commission, t he  U.S. Court of Appeals for the Eighth Circuit 
(E igh th  Circuit) stayed t h e  FCC's pricing rules on September 27, 
1996. On J u l y  18, 1997, the Eighth Circuit vacated the pricing 
rules on t h e  grounds that the FCC lacked jurisdiction. However, on 
January 25, 1999, t h e  U.S. Supreme Cour t  reversed the Eighth 
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Circuit's decision with regard to the FCC's jurisdiction over t h e  
pricing rules. 

In FCC O r d e r  9 9 - 8 6 ,  released May 7 ,  1999, in CC Docket No. 96-  
98, t h e  FCC stayed its deaveraging r u l e ,  stating: 

In  this Order we issue a sua sponte stay of the 
effectiveness of section 51.507(f) of t he  [FCC's] rules. 
Section 51.507 ( f )  requires each s t a t e  c o m m i s s i o s i  io 
establish at least three geographic rate zones fo r  
unbundled network elements and interconnection that 
reflect cost differences. The stay shall remain in effect 
until six months after t h e  [FCC] issues its order  in CC 
Docket No. 96-45 finalizing and ordering implementation 
of high-cost universal service support for non-rural 
local exchange carriers (LECs)  under section 254 of the  
Communication A c t  of 1934, as amended. (FCC 99-86, ql) 

. . . .  
. . Because of the Eighth Circuit's decisions, the 

section 251 pricing rules were not in effect for 
approximately two-and-a-half years. During t h a t  time, not 
a l l  states established at least three deaveraged rate 
zones fo r  unbundled network elements and interconnection. 
Some have taken no action yet regarding deaveraging; 
o thers  have affirmatively decided to adopt l e s s  than 
three zones. A temporary stay will ameliorate t h e  
disruption t h a t  would otherwise occur, and will afford 
t he  states an opportunity to bring their r u l e s  i n t o  
compliance with sec t ion  51.507(f). (FCC Order 99-86, 74) 

On November 2, 1999, the FCC released Order 9 9 - 3 0 6  in CC Docket No. 
96-45, which lifted the  s t a y  of t h e  deaveraging rule effective May 
1, 2000, stating t h a t :  

[ B ] y  t h a t  date, s t a t e s  are required to establish 
different rates f o r  interconnection and UNEs in at l eas t  
three geographic areas  pursuant to section 51.507(f) of 
t h e  Commission's rules. (FCC 9 9 - 3 0 6 ,  9120) 

Additionally, on November 5, 1999,  t he  FCC released FCC Order 
99-238 addressing the  U S .  Supreme Court's remand of FCC Rule 47  
CFR 551.319 back to t h e  FCC for proceedings to determine which 
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unbundled network elements should be made unconditionally available 
consistent with t h e  Court's interpretation of Sections 2 5 1  (c) (3) 

t h e  Act. See AT&T Corp. v. Iowa Utils. Bd., 525 and 251(d) (2) of 
U.S. 366  ( 1 9 9 9 ) .  

On J u l y  18, 
which it vacated 
Rule 51.505 (b) (1) 
elenierit - long - run 

2 0 0 0 ,  t he  Eighth Circuit rendered a decision in 
many of t h e  FCC's UNE pricing rules, including 
. That decision provides in part that "[tJhe total 
incremental cost  of an element should be meagued 

based on the use  of the most efficient telecommunications 
technology currently available and the lowest cost network 
configuration, given t h e  existing location of the incumbent LEC's 
wire centers." The Court held the FCC's TELRIC standard to be 
impermissibly hypothet'ical, in violation of "the plain meaning of 
the Act." The O r d e r  explained t ha t  
Congress intended UNE rates to be based on "the cost of providing 
t h e  actual facilities and equipment t h a t  will be used by the 
competitor (and not some state of the  art presently available 
technology ideally configured but neither deployed by the 
[Incumbent Local Exchange Company (ILK)] nor to be used by t h e  
competitor) ."  (Eighth Circuit O r d e r  at 8 )  sex Iowa Utilities Bd. 
v. F.C.C., No. 96-3321, Order ( 8 t h  Cir. July 18, 2000). 

(Eighth Circuit Order at 7). 

The Eighth Circuit stayed its order on FCC Rule 51.505(b) (1) 
on September 22, 2000, pending review by the Supreme C o u r t .  (See. 
Iowa Utilities Bd. v. F . C . C . ,  N o .  96-3321,  Order (8 th  Cir. 
September 2 2 ,  2000) I Petitions for certiorari w e r e  filed by a 
number of parties, including the FCC. The Supreme Court granted 
cer t iorar i  on the case. 

* 
PETITION OF THE COMPETITIVE CARRIERS 

On December 10, 1998, the Florida Competitive Carriers 
Association (FCCA) , the Telecommunications Resellers, Inc. (TRA) , 
AT&T Communications of the Southern States, Inc. (ATLT), MCIMetro 
Access Transmission Services, LLC and WorldCom Technologies, Inc. 
(WorldCom), the Competitive Telecommunications Association 
(Comptel), MGC Communications, Inc I (MGC) I Intermedia 
Communications Inc. (Intermedia), Supra Telecommunications and 
Information Systems (Supra), Flor ida  Dig i t a l  Network, Inc. (Florida 
Digital Network), and Northpoint Communications, Inc. (Northpoint)  
(collectively, "Competitive Carriers") f i l e d  t h e i r  Petition of 
Competitive Carriers for  Commission Action to Support Local 
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Competition in BellSouth's Service Territory- Among other matters, 
the Competitive Carriers' Petition asked that this Commission set 
deaveraged unbundled network element (UNE) rates. The petition was 
addressed in Docket No. 981834-TP. 

On May 26, 1999, this Commission issued O r d e r  No, PSC-99-1078- 
PCO-TP, granting in part and denying in part t h e  Competitive 
Carriers' petition. Specifically, the Commission granted the 
request to open a generic UNE pricing docket for Lhe three major 
incumbent local exchange providers, BellSouth Telecommunications, 
Inc. (BellSouth) I Sprint-Florida, Incorporated (Spr in t )  , and GTE 
Florida Incorporated (GTEFL, now Verizon). Accordingly, Docket No. 
990649-TP was opened to address the deaveraged pricing of UNEs, as 
well as t h e  pricing of UNE combinations and nonrecurring charges. 
The matter was subsequently set  for an administrative hearing on 
December 13-15, 1999. 

However, p r i o r  to the hearing, the  FCC issued two orders, as 
previously discussed, Order No. 99-306 and O r d e r  No. 9 9 - 2 3 8 .  These 
orders required that UNEs be deaveraged on a time line that 
conflicted with the then-existing docket schedule, and required 
that t he  I L E C s  must provide additional, new UNEs. In view of the 
time remaining before the scheduled hearing date, t h i s  Commission 
issued Order No. PSC-99-2237-PCO-TP, on November 12, 1999, to 
provide the  parties w i t h  an opportunity to file supplemental direct 
testimony in this proceeding to address the  FCC's recent O r d e r  No. 
99-238 addressing the  remand of its Rule 51 -319. Because t he  FCC's 
Order 99-238 was not released until November 5, 1999,  the  parties 
w e r e  given until December 6, 1999, to f i l e  Supplemental Direct 
Testimony. 

A prehearing conference was held on D e c e m b e r  2, 1999. At the 
prehearing conference, the parties and Commission staff indicated 
that a procedural stipulation had been proposed to deal with the 
requirements of the FCC's orders. However, it became clear during 
discussions that additional time was required in order to finalize 
t he  document. Subsequently, on December 7 ,  1999, the parties filed 
a Stipulation of Certain Issues and Schedule of Events 
(Stipulation) . The Stipulation addressed procedural aspects of this 
proceeding 
parties to 

Among 
which UNEs 

in response to the FCC's Order No. 9 9 - 2 3 8 .  All of the 
this proceeding at that t i m e  signed the stipulation. 

o t h e r  things, the stipulation addressed ground rules by 
should be considered for deaveraging and t h e  type of 
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cost studies upon which the  prices for the deaveraged UNEs should 
be based. The stipulation also addressed t he  filing of cost 
studies for UNE combinations, cost studies for UNEs, t he  
information that should be f i l e d  with the  cost s t u d i e s ,  and the 
time frames for filing these cost studies. Finally, t h e  parties 
included a proposed revised schedule for hearings in this 
proceeding. 

By O r d e r  No. PSC-99-2467-2CO-TP, issued December 17, 1999, 
t h e  j o i n t  stipulation was approved, and the hearing, then scheduled 
for December 13-15, 1999, w a s  canceled. 

INTERIM RATE STIPULATION 

B y  Order No. PSC-00-0380-S-TP, issued February 22, 2000, t h e  
Commission approved an Interim Rate Stipulation pending the 
completion of t h e  permanent pricing proceedings in this docket. 

The Interim Rate Stipulation provides for interim deaveraged 
loop ra tes  for BellSouth, Verizon, and Sprint-Florida. The i n t e r im  
deaveraged rates became effective on May 1, 2000.  Under the  Interim 
Rate Stipulation, those rates will remain in ef fec t  until this 
Commission sets permanent deaveraged rates,  or until June 30, 2001, 
whichever is sooner. Such rates are available to parties which have 
an interconnection agreement with t h e  respective incumbent local 
exchange carrier. The interim rates will not be subject to t rue-up 
once permanent rates have been set. 

The  Interim Rate Stipulation s ta tes  t h a t  it does not 
"establish any precedent for the Commission's resolution of any 
issue in this docket." (Interim Rate S t i p u l a t i o n  at 8)  Further, 
each par ty  to the Interim Rate Stipulation agreed that: 

. . . if this Stipulation is approved, [the p a r t i e s ]  w i l l  
not challenge in any forum (i> the interim rates set 
f o r t h  on Attachment A ,  as to the period during which the 
r a t e s  are  in effect, or (ii) t h e  absence of interim 
deaveraged rates f o r  any elements not included on 
Attachment A. (Interim Rate Stipulation at 11) 

At the time the  Interim Rate Stipulation was entered into, 
Sprint-Florida already had deaveraged recurring loop rates tariffed 
in Section E19 of its in t ras ta te  Access Service Tariff. Sprint- 
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Florida a l s o  had deaveraged rates for local  switching and 
transport. The In t e r im  Rate Stipulation provides that those 
deaveraged rates are Sprint-Florida's interim deaveraged rates. 

For BellSouth and Verizon, the Interim Rate Stipulation set 
f o r t h  t h a t  interim deaveraged rates will be available €or each loop 
type "for  which t h e  company currently has a non-deaveraged rate 
contained in any tariff or interconnection agreement. ' I (Interim 
R a t e  Stipulation at 3j T h e  parties agreed that ":I\J]o interim 
deaveraging will be performed for non-recurring charges f o r  any 
ILEC."  (Interim Rate Stipulation at 4) 

The cos t  and access line data used as t h e  basis for computing 
t h e  rates f o r  BellSouth and Verizon were taken from t h e  final 
compliance runs of t h e  Benchmark Cost Proxy Model 3.1 for Bellsouth 
and Verizon submitted in response to Order No. PSC-99-0068-FOF-TP, 
in Docket No. 980696-TP. The Interim R a t e  Stipulation s ta tes  that: 

[ T l h e  intent of the calculation . . is that 
t h e  weighted average of the deaveraged prices 
for each loop element should equal the curren t  
price in effect f o r  such element. (Interim 
R a t e  Stipulation at 7 5 ( d ) )  

THE HEARINGS 

In its Second Revised O r d e r  on Procedure, Order No. PSC-00- 
0540-PCO-TP, issued March 16, 2000, the Commission established t ha t  
a hearing would be held from July 17 through J u l y  21, 2000, in 
which a11 ILECs would participate. A second hearing would be held 
on September 20 through 22, 2000, that would cover Verizon's costs 
f o r  UNE combinations, dark fiber, and sub-loops (including intra- 
building cable owned by the  ILEC). * 

On April 17, 2000, BellSouth, Sprint and Verizon 
(collectively, t h e  ILECS) filed cost studies to be used in the 
establishment of recurring UNE rates. On May 1, 2 0 0 0 ,  the  ILECs 
filed cost studies for non-recurring ra tes ,  along with direct 
testimony and exhibits. Pursuant  to Order No. PSC-00-0540-PCO-TP, 
alternative loca l  exchange telecommunications companies (ALECs) 
w e r e  scheduled to f i l e  rebuttal testimony and exhibits on June 1, 
2 0 0 0 ,  and incumbent local exchange telecommunications companies 
(ILEC) w e r e  to file rebuttal testimony on June 26, 2 0 0 0 .  
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R e q u e s t  f o r  Extension to File Testimony 

O n  May 1 7 ,  2000,  ATScT, W o r l d C o m ,  and the FCCA ( Jo in t  Movants) 
filed a Motion for Extension of Time for Filing Testimony. The 
Joint Movants argued that this extension was necessary due to t h e  
complexity of t he  issues to be addressed. Additionally, they 
asserted that they had difficulties accessing, using, and 
evaluating BellSouth’s new model, which had a detrimental impact on 
L l i e i r  ability to prepare tes t imony.  F lor ida  Cable 
Telecommunications Association, Inc.  (FCTA) and Time Warner Telecom 
of Florida,  L.P. responded in support of the motion on May 23, 
2000 .  Counsel for Z-Tel and ALLTEL indicated t ha t  they would not 
be filing a response because they agreed w i t h  the Motion. 

BellSouth responded on May 19, 2000. Bellsouth did not object 
to the extension of t i m e ,  with the exception t h a t  if the ALECs were 
filing their own cost models, they should be required t o  do so by 
June I, 2 0 0 0 .  

Verizon responded in opposition to t he  request on May 22, 
2000.  Verizon argued t h a t ,  while the proposal would c u t  its t i m e  
for filing rebuttal t o  t w o  weeks,  it would extend t h e  ALECs’ time 
f o r  filing rebuttal to a full six weeks. 

AT&T’s Motion for Continuance of Hearing 

On May 25, 2 0 0 0 ,  AT&T filed a Motion for Continuance of 
Hearing directed to the J u l y  17-21, 2 0 0 0  hearing. AT&T asked that 
the hearing be moved from i ts  starting date of July 17, 2000, to an 
unspecified future date.  AT&T argued t ha t  t he  basis for i ts  motion 
was its continuing inability to get  BellSouth’s cost model to run 
in a manner t h a t  would enable AT&T to replicate the output achieved 
by BellSouth. 

sprint , Rhythms, FCCA, WorldCom, and FCTA a l l  submitted 
responses in support of AT6cT’s Motion for Continuance of Hearing. 
~ 1 1  argued that the  inordinate amount of time required to 
understand and run t he  BellSouth model, coupled with the many and 
varied problems of t h a t  model, limited their ability to prepare 
testimony for filing by the June 1 deadline, and to prepare f o r  a 
hearing beginning July 17. 
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BellSouth responded that it  did not oppose AT&T's request, 
even though it believed AT&T's claims of possible prejudice were 
unfounded. BellSouth claimed that it provided AT&T with a working, 
reviewable cost model. BellSouth argued t h a t  the computer problems 
associated with running the models described by AT&T had not 
occurred in t h e  manner described by AT&T, and that BellSouth had 
offered assistance to any par ty  having problems running the  model. 
Nevertheless, BellSouth agreed that the model required certain 
correc:zd i n p u t s ,  without which a p a r t y  would i l G t  be sble to 
replicate the results that w e r e  submitted t o  the Commission. 

V e r i z o n  opposed the Motion for a Continuance of Hearing, 
reiterating its position that AT&T and the o the r  ALECs had in fact 
already received relief and an u n f a i r  advantage in that they did 
not have to file t h e i r  testimony on June 1, 2000, the originally 
established filing date. 

Bifurcation of Issues for Heariny 

A Commission workshop was held on June 2, 2 0 0 0 ,  to discuss 
purported problems with t he  BellSouth cost models, t o  facilitate 
the dissemination of information regarding possible adjustments to 
allow the model to perform in the  manner prescribed, and to discuss 
the motions for continuance and f o r  extension of time. Following 
the  workshop, an O r a l  Argument was convened to add-ress the J o i n t  
Motion f o r  Extension of Time and the Motion f o r  Continuance. As a 
result of t h e  workshop, BellSouth agreed to give further direction 
on ways t o  remedy the problems with its cost models and to 
disseminate any updates through e-mail to the parties and staff. 

BellSouth's loop cost  model appeared to be the primary 
stumbling block in moving this docket forward. However, t he  parties 
generally agreed that the BellSouth model appeared to be 
fundamentally sound. Some ALECs admitted in the workshop that they 
simply did not have t h e  resources to analyze the BellSouth cost  
model, and were deferring to AT&T to perform any necessary 
analysis . 

On June 8, 2000,  the Commission issued Order No. PSC-OO-2015- 
PCO-TP to address the Motion for Extension of Testimony Filing 
Dates and the  Motion for Continuance. The order also modified the 
Second Revised Order on Procedure. The Motion for an Extension of 
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Time, filed May 17, 2 0 0 0 ,  was granted i n  part and denied in part, 
and t h e  Motion for Continuance was denied. 

Most significant was t h a t  t h e  hearing was bifurcated, such 
t h a t  issues which did not significantly hinge upon the BellSouth 
cos t  model f o r  loops would be addressed at the hearing beginning 
July 17, 2000; those issues were numbers 5, 6, 7 (b) , 7 ( c ) ,  7 ( d )  , 
9(b )  , and 13, as set f o r t h  in t h e  Second Revised Order on Procedure 
(3rdew No. PSC-OO-0540-YCO-TP). The remaining issues Were to Le 
addressed at a separate hearing to take place from September 19 
through September 22, 2000. The bifurcation of the  hea r ings  applied 
t o  a l l  I L E C s .  

Prehearing statements w e r e  filed by the  parties on June 26, 
2000. Verizon, BellSouth, Sprint, ALLTEL, FCTA, Supra,  and T i m e  
Warner filed prehearing statements individually. The FCCA, AT&T, 
WorldCom, Intermedia, and 2 - T e l ,  referred t o  he re in  as t h e  “FCCA 
Group, filed a j o i n t  prehearing statement. B l u e s t a r  Networks, 
Inc., DIECA Communications, I n c .  d/b/a Covad Communications 
Company, and Rhythms Links Inc. also filed a joint prehearing 
statement. This group is referenced herein as t he  “ D a t a  ALECs.” On 
June 28, 2000, Time Warner and FCTA each filed a supplemental 
prehearing statement. A prehearing was held on J u l y  6 ,  2 0 0 0 .  0 

An administrative hea r ing  was held  on July 17, 2000, on t h e  
Part One issues identified in Order No. PSC-00-2015-PCU-TP, issued 
June 8, 2000. 

Pursuant  to a stipulation of the par t i e s ,  only certain 
witnesses were required to appear at the  July 17-19, 2 0 0 0 ,  hearing. 
The prefiled testimony of t h e  witnesses that did not appear was 
entered into the record and cross-examination was waived. 
BellSouth‘s witnesses w e r e  Alphonso J. Varner, Daonne Caldwell, Dr. 
Randall S. Billingsley, G .  David Cunningham, and W. Keith Milner. 
Verizon’s witnesses were Dennis B. Trimble, Allen E. Sovereign, 
Gregory D. Jacobson, and Michael R. Norris. Sprint’s witnesses were 
Kent W. Dickerson, James W. Sichter, John D. Quackenbush, and John 
A. Holmes. AT&T/WorldCom jointly sponsored John I. Hirshleifer, 
Jeffrey King, and Michael J. Majoros, Jr. Supra’s witnesses were 
David Nilson and Carol Bentley. 2-Tel’s witness was Dr. George S. 
Ford. The Data ALECs jointly sponsored Ter ry  L. Murray and FCTA 
sponsored William J. Barta. 

- 22 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

Bifurcation of Proceeding for ILECs 

T h e  process continued to be f r augh t  w i t h  delays and 
uncertainty. I n  addition to the problems that arose as a result of 
perceived difficulties with BellSouth's cost model, the Eighth . 
Circuit's July 18, 2000, had a profound impact on the docket. That 
decision vacated many of the FCC's UNE pricing rules. In light of 
that decision, staff conducted a conference c a l l  w i t h  t h e  parties. 
AS a L e S u i t  of the call, t h e  parties agreed that  additional time to 
file testimony would be appropriate. In addition, BellSouth 
indicated that it m i g h t  need to f i l e  revisions to its cost studies 
but had not yet provided a list of t h e  specific changes t h a t  may be 
made. 

Motion to bifurcate 

On August 2, 2000, Verizon filed a Motion to Bifurcate and 
Suspend Proceedings. Verizon asked t h a t  the proceedings be 
bifurcated, and that the remaining procedural events with regard to 
Verizon be suspended until the issue of the appropriate methodology 
f o r  pricing unbundled network elements is resolved at the federal 
level. 

Also on August 2, 2000, Sprint-Florida, Incorporated (Spr in t -  
Florida) and S p r i n t  Communications Company Limited Partnership 
(Sprint) filed a Motion to Bifurcate Proceeding, F o r  a Continuance 
and Leave t o  Withdraw Cost Studies and Certain Testimony. Sprint- 
Florida and Sprint also requested that t h e  proceeding be bifurcated 
and that Sprint-Florida be granted a continuance and leave to 
withdraw its cos t  studies and certain tes t imony.  

B o t h  Verizon and Sprint-Florida described t h e i r  cost  studies 
as consistent with the then vacated FCC pricing r u l e s  and concluded 
t h a t  u n t i l  it is p r e c i s e l y  known whether the FCC's mandated use of 
a hypothetical network violates the  1996 Act, o r  if it does, what 
alternative methodology must be used, their cost  studies are not i n  
compliance with the  law as interpreted by t h e  Eighth Circuit. 

On August 4, 2000,  BellSouth Telecommunications Inc. filed its 
Response to Verizon and Sprint's Motions. On August 7, 2000, the 
Florida Competitive Carriers Association (FCCA) filed its Response 
to Verizon's Motion to Bifu rca t e  and Suspend Proceedings and 
Sprint's Motion to B i f u r c a t e  Proceedings, for a Continuance and 
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Leave to Withdraw C o s t  Studies and Certain Testimony. Finally, on 
August 8, 2000, ALLTEL Communications Services Inc .  (ALLTEL) f i l e d  
its Response to Verizon' s'and Sprint-Florida's Motion to Bifurcate 
and Suspend Proceedings. Also on August 8 ,  2000,  Sprint-Florida 
responded to BellSouth's Response. Generally, the parties did not 
object to a Limited delay for Verizon and Sprint-Florida, although 
they did not necessarily agree with t h e  reasoning provided by the 
two companies. 

1 

On August 11, 2000, the parties presented oral  argument and a 
status conference was held to address t h e  issues raised in the 
motions and responses. 

On August 18, 2 0 0 0 ,  p r i o r  to t h e  second hearing, O r d e r  No. 
PSC-00-1486-PCO-TP was issued granting Verizon Florida Inc.'s 
(formerly GTE Florida Incorporated) Motion to Bifurcate and Suspend 
Proceedings , as well as Sprint -Flor ida Incorporated's and Spr in t  
Communications Company Limited Partnership's Motion to Bifurcate 
Proceedings, for a Continuance and Leave to Withdraw Cost Studies 
and Certain Testimony. Verizon and Spr in t  were ordered to file cost 
studies on April 2, 2001. 

Refilins of BellSouth's Cost Studies 

As noted above, during t he  course of a conference call to 
discuss the Eighth C i r c u i t  decision, it came to light t h a t  
BellSouth m i g h t  need to f i l e  revisions to its cost  studies but had 
not yet provided a list of the specific changes that might be made. 
It was believed t h a t  t h e  change would require additional time for  
the parties to file testimony and for discovery. By Order No. PSC- 
00-1335-PCO-TP, issued J u l y  24, 2000, BellSouth was granted leave 
to file revisions to i ts  filings in this.proceeding by August 16, 
2000, and t h e  procedural schedule was revised. 

On August 16, 2000, BellSouth filed the changes to its cost 
studies. BellSouth a lso  filed a Motion fo r  Extension of Time to 
file modifications to its di rec t  testimony necessitated by changes 
made to its other filings in this proceeding. . 

In its Motion, BellSouth argued t h a t  Order No. PSC-OO-1335- 
PCO-TP only required BellSouth to file changes to its cost s t u d i e s  
by August 16, 2000, since t h a t  Order did not specifically address 
the filing of any revised direct testimony t h a t  might be 
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necessitated by t h e  changes to t h e  cost  studies. BellSouth asked 
that it be granted an extension of time to file i ts  revised direct 
testimony by close of business on Friday, August 18, 2000. 

On August 17, 2000, Sprint filed its Response to BellSouth‘s 
Motion. That same day, FCCA also filed a response, and a Joint 
Response was filed by AT&T, Broads1at.e Networks, Cleartel 
Communications , Covad, FCTA, Florida D i g i t a l  N e t w o r k ,  WorldCom, 
R h y t h m  Links, and Time Warner (Joint Respondents). 

In its response, Sprint stated that it did not object to 
BellSouth’s Motion; however, Sprint asked that, in view of the 
proposed extension, the ALEC parties be given u n t i l  August 28, 
2000, to f i l e  supplemental rebuttal to respond to the revisions. 

FCCAIS response stated t h a t  it did not oppose BellSouth‘s 
motion as long as it did not resu l t  in postponement of the 
September hearing dates. 

T h e  Joint Respondents stated that they did not object to 
BellSouth’s motion, but added that in doing so, they did not 
address t h e  issue of BellSouth’s interpretation of the Commission’s 
Order Modifying Procedure. They emphasized that the extent of the 
changes caused them some concern as to whether they would be able 
to file “meaningful” supplemental rebuttal testimony addressing 
BellSouth’s revised cost studies in t h e  short amount of time that 
was available under t h e  present schedule modified by BellSouth‘s 
extension. Therefore, t he  Joint Respondents asked t h a t  the date 
for filing ALEC supplemental rebuttal be extended to Monday, August 
28,  2 0 0 0 .  

BellSouth’s request for an extension of time was granted, in 
part, by Order No. PSC-00-1485-PCO-TP, issued August 18, 2000 .  
BellSouth was required to f i l e  any revisions to its direct  
testimony and exhibits necessitated by the  changes to its cost 
studies by 12:OO p.m., Friday, August 18, 2000. The date f o r  ALEC 
supplemental rebuttal testimony responsive to BellSouth‘s revised 
filings was extended to Monday, August 28, 2000. 

I t  should be noted that BellSouth essentially wefiled its 
e n t i r e  case on August 16, 2000. It was expected tha t  BellSouth 
would correct errors in the model, and t h a t  such  corrections would 
result in changes to t h e  outputs, Le., t h e  LINE rates. H o w e v e r ,  the 
changes went far beyond corrections, with such diverse items being 
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changed as the tax rates and the rate elements ( the  items f o r  which 
r a t e s  would be set, as opposed to the rates themselves). Even the 
presentation of the proposed rates was changed by BellSouth. 

The extreme level of change and the late date at which it was 
performed, rendered much of the discovery and testimony obsolete. 
Where parties had addressed certain ra tes ,  and filed their own rate 
proposals, the r a t e  elements are  now different. In addition to t he  
difficulty this cames in t r y i n g  to address the  issues, it a l so  
causes problems in presentation, including Appendix A to this 
recommendation, since t h e  rate elements used by the parties do not 
match BellSouth's final proposal. 

This a l so  resulted in numerous changes to testimony being 
filed. Additionally, the court  actions discussed above resulted in 
changes to t h e  case. P a r t i e s  struggled to keep up, filing various 
rounds of supplemental and revised testimony. The last testimony 
was filed on September 13, 2 0 0 0 ,  6 days before the hearing began. 

SeDtember 19 throuqh-21, 2 0 0 0  Hearinqs 

The hearing was held on September 19-21, 2000  on the P a r t  Two 
issues, identified in Order No. PSC-00-2015-PCO-TP. Although the  
hearing was scheduled to be completed on September 22, 2000, s t a t e  
offices were closed that day, because of a hurricane. Telephonic 
cross examination of t h e  remaining witnesses was conducted on 
October 10 and 18, 2000. The hearing was reconvened on October 20,  
2 0 0 0  to admit t h e  remaining testimony, exhibits, and telephonic 
cross examination into the record. 

0 

At t h e  September portion of the hearing, AT&T and WorldCom 
jointly sponsored the testimony of John C. Donovan and Brian F. 
Pitkin (testifying as a panel), Catherine E. Pitts, G r e g  Darnell, 
Brenda J. Kahn, and Jeffrey King. BellSouth's witnesses were 
Alphonso J. Varner, D. Daonne Caldwell, James W. Stegeman, Joseph 
H, Page, Ronald M. P a t e ,  William H. B. Greer, Wiley G. Latham, 
Walter S. R e i d ,  and W, Keith Milner. The D a t a  ALECs jointly 
sponsored Terry L. Murray and Joseph P .  R i o l o .  FCCA sponsored 
Joseph Gillan. FCTA sponsored William J. Barta. The Joint ALECS 
sponsored Eric McPeak and Mark Stacy. Sprint's witnesses were James 
W. Sichter, Kent W. Dickerson, Steven M. McMahon, and Talmage 0. 
Cox. Z-Tel's witness was Dr. George S. Ford. Prior  to the hearing, 
Supra withdrew from t he  case. 
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Parties filed briefs on November 21, 2 0 0 0 .  The briefs covered 
t he  issues taken up at both the July and the September hearings. 
Sprint and BellSouth filed rindividual briefs. Rhythms, Covad, and 
BlueStar filed a joint brief. Their positions are shown as Data 
ALECs in the recommendation. FCCA, AThcT, Broadslate, Cleartel, 
FCTA, Florida Digital, Intermedia, WorldCom, and Z-Tel also filed 
a joint brief. T h e i r  positions are shown as FCCA ALECs in the 
recommendation. Although these parties filed j o i n t  briefs, some 
individual parties took different positions, or no pos i t ion ,  on 
certain issues. Those positions are shown in the appropriate 
issues. Time Warner filed a Notice of Adoption of certain of the 
FCCA ALECs' positions. 

It should also be noted that many of the parties who filed 
joint briefs sponsored witnesses on an individual party basis. For 
example, one may see testimony of AT&T witness Jeffrey King in the 
discussion; however, AT&T was included in t he  j o i n t  brief as par t  
of the FCCA ALECS. AT&T did take a few separate positions within 
that b r i e f ,  but these instances are limited. 

Logistics 

In terms of logistics, this is one of t h e  largest dockets to 
be dealt with by this Commission. There were 3278 pages of 
transcript. A total of 161 hearing exhibits were identified, 
including 20 confidential exhibits. More than  SO individual 
confidential documents w e r e  filed, excluding duplicates and those 
filed by Sprint and Verizon. On August 16, 2000, BellSouth filed 
two sets of written documentation for its cost study. Each set 
filled 11 cartons, with a claim of confidentiality for 2 of the 11 
cartons. Also subject to claims of confidentiality w e r e  a number of 
CDS containing the models. A locked r o o m  was set up with a stand- 
alone PC to run those models. 

Much discovery was conducted through depositions. Commission 
s t a f f  conducted 24 depositions, and other parties conducted 11 
depositions. The entry of deposition transcripts i n t o  the record 
provided for maximization of hearing time, which was limited. 
Depositions w e r e  not limited to witnesses w h o  filed testimony. 
Parties also deposed BellSouth employees Michael Zitzmann, James 
Ennis, Daniel Stinson, Nancy P. Murphy, and James McCracken who are 
subject  matter experts (SMEs) in various technical areas. The 
transcripts of those depositions are among those that were admitted 
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i n t o  the record. As a result, references may be made to them in the 
recommendations. 

Jurisdiction 

Due to t he  actions taken by the court and t h e  difficulties 
t h a t  has presented i n  t r y i n g  t o  establish UNE ra tes ,  this docket 
has been a moving target. Fur-iheu- actioil may be needed at a f u t u r e  
date with regard t o  BellSouth's UNE rates. While this 
recommendation m a y  appear to be a final action, it is likely no 
more final than many of the other dockets that have arisen as a 
result of FCC and c o u r t  action. Nevertheless, this Commission has 
jurisdiction to act in t h i s  proceeding pursuant t o  Section 251 and 
252 of the  Act and Sections 364.161 and 364.162, Florida Statutes. 
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ISSUE A: What is the current state of the law with regard to the 
use of a forward-looking cost methodology fo r  computing rates f o r  
unbundled network elements? 

RECOMMENDATION: The FCC rules regarding the use of a forward- 
looking cost methodology f o r  computing rates f o r  unbundled network 
elements, including t h e  use of an  efficient network configuration 
as a facet of total element long-run incremental cost (TELRIC), 
remain in e f fec t .  The United States Court of Appeals for the 
Eighth Circuit stayed its decision r e j e c t i n g  the TELRIC s tandard  
pending the disposition of any petitions for certiorari. Petitions 
were filed and certiorari was granted by the Supreme Court. 
However, the FCC and the 8 t h  Circuit a re  in agreement on the use of 
a forward looking cos t  methodology, and that aspect of FCC Rule 
51.505(b) will be unaffected by t h e  Supreme Court's review. 
(Knight) 

POSITION OF THE PARTIES 

BELLSOUTH: BellSouth briefed the  issue but did not provide a - 
summary of its position. 

DATA ALECS: The c u r r e n t  state of the l a w  is t h a t  forward lookina - --a 

cost methodologies must be used by state public service commissions 
to establish the rates under which incumbent local exchange 
carriers must make available unbundled network elements to 
competitors. 

FCCA ALECS: The 8th Circuit's decision has been stayed; therefore, 
the FCC r u l e s  remain in effect and require t h e  use of a forward- 
looking cos t  methodology to set  UNE rates. Even if the 8th 
Circuit's decision invalidating rule 51.505 (b) (1) is upheld, the 
use of a forward-looking cost methodology is s t i l l  required, 

SPRINT: The Eighth Circuit decision rejecting the FCC's TELRIC 
standard, which includes the use of a hypothetical network, has 
been stayed, and a petition for  certiorari has been filed w i t h  the 
u.S. Supreme Cour t .  It is impossible to predic t  what action, if 
any, t he  U.S. Supreme Court will take on this petition, or how i t  
w i l l  r u l e  on t h e  merits if it agrees t o  hear the appeal. In t h e  
meantime, the FCC rules regard ing  the use of TELRIC 
rates for unbundled network elements a re  i n  full force 

TIME WARNER: T i m e  Warner does not take a position on 

for set t ing 
and effect. 

this issue. 
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STAFF ANALYSIS: In Iowa Utilities Board v. FCC, 219 F.3d 744 (8th 
Cir. 2 0 0 0 )  (Iowa Utilities), the 8 t h  Circuit Court, on remand from 
the Supreme Court's decision in AT&T C o r p .  V. Iowa Utils. Bd.,525 
US 366 (1999) I reviewed the FCC's pricing methodology on the merits 
as put forth in FCC Rule 51.505. That review vacated t he  FCC's 
pricing rule requiring "the most efficient telecommunications 
technology currently available and t he  lowest cost network 
configuration, given t h e  existing location of the incumbent LEC's 
wire centers" (kule 51.505 (b) (1) 1 .  'fhe 8th Circ.iit held  that this 
rule was inconsistent with the plain meaning of the Telecom Act. 
Iowa Utilities, at 750. The vacating of Rule 51.505(b) (1) did not, 
however, a f f ec t  t h e  contemporaneous r u l e s  surrounding it. These 
rules remain .in full force and effect. Rule 51.505 (b) (1) a l s o  
remains in ef fec t ,  by virtue of t h e  Eighth Circuit's stay of its 
decision pending review by t h e  Supreme Court. The 8th Circuit did 
speak directly on the subject of a forward-looking cost  
methodology, stating that: 

Forward-looking costs  have long been recognized as 
promoting a competitive environment which is one of the 
stated purposes of the A c t .  The Seventh Circuit, for 
example, explained, \\ [I] t is current and anticipated 
cost, r a the r  than historical cost that is relevant to 
business decisions to enter markets . . .  historical costs 
associated with the p lan t  already in place are 
essentially irrelevant to this decision since these costs 
are 'sunk' and unavoidable and are unaffected by t h e  new 
production decision . . . Here, the FCC's use of a 
forward-looking cost methodology was reasonable. Iowa 
Utilities at 752. 

Thus, under either the FCC's rule or under t h e  decision of the 8th 
Circuit, if affirmed by t h e  Supreme Court, the  Commission is guided 
t o  use a forward-looking cost methodology for qomputing rates for 
unbundled network elements. The  Supreme Court's decision may 
af fec t  the nature and makeup of t h e  appropriate forward looking 
cost methodology, but until that decision is handed down,  the FCC's 
rules, including t h e  use of a TELRIC model incorporating an 
efficient network configuration, remain in full effect. 
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ISSUE B: Based on the current s t a t e  of the l a w  set forth in issue 
A, what is the Commission's authority t o  establish rates for 
unbundled ne twork  elements at this time? 

RECOMMENDATION: Pursuant to 47 U . S . C .  § S  25l(c) ( 2 )  (D)  , 251 (c) (3) , 
and 252(d), as well as Section 364.161, Florida Statutes, the 
Commission has t h e  authority to establish ra tes  fo r  unbundled 
network elements at this time. It is unlikely that t he  ra tes  as 
esEablished would be adjus ted  for at l e a s t  2 years, given the  
Supreme Court's past t i m e  frame for deciding such issues, and the 
process f o r  then bringing the matter before the Commission. As 
outlined in I s s u e  A, t h e  FCC's rules regarding pricing methodology 
remain in effect as a result of t h e  Eighth Circuit Court of Appeals 
stay of i t s  decision invalidating the use of the  most efficient 
network configuration. (Knight) 

POSITION OF THE PARTIES 

BELLSOUTH: BellSouth briefed the issue but d i d  not provide a 
summary of its position. 

@ 
DATA ALECS: The Commission retains full statutory authority 
pursuant to 47 U.S.C §§251 ( c )  ( 2 )  (D) I 251(c) (3), and 252 (d) to 
establish rates for unbundled network elements at t h i s  time. 

FCCA ALECS: Due to the 8th Circuit's stay of i t s  decision 
invalidating t h e  FCC's r u l e s ,  t he  FCC r u l e s  remain in effect and 
should be implemented by t he  Commission. Fur the r ,  pursuant to 
s t a t e  law, the Commission has the authority and the obligation to 
set appropriate UNE prices in t h i s  docket. 

SPRINT: The Commission's authority to establish UNE rates at this 
time is directed by the 1996 A c t  and t h e  F C C ' s  extant Orders and 
Rules. 

TIME WARNER: T i m e  Warner does not take a position on this issue. 

STAFF ANALYSIS: Pursuant to 47 U.S.C 5s 251(c) (2) (D), 2 5 l ( c )  ( 3 ) ,  
and 252(d), as well as S e c t i o n s  364.161 and 364.162, Florida 
Statutes, the Commission has t he  authority to establish rates fo r  
unbundled network elements at this time. Section 364.161 (1) 
provides : 
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Upon request , each local exchange 
telecommunications company shall unbundle all of 
its network features, function, and capabilities, 
including access to signaling databases, systems 
and routing processes, and offer them to any other 
telecommunication provider requesting such 
features, functions or capabilities for resale to 
the extent technically feasible. The parties shall 
negotiate t h e  terms, conditions, and prices of any 
feasible unbundling request. If the parties cannot 
reach a satisfactory resolution within 60 days, 
either par ty  may petition the commission to 
arbitrate the dispute and the commission shall make 
a determination within 120  days.. . [tl he prices, 
rates, terms, and conditions for the unbundled 
services shall be established by the procedure set  
forth in Section 364.162 and shall be equally 
app 1 i cab 1 e to both the local exchange 
telecommunications company and its affiliates in 
the provisioning of their own service, until such 
time as t h e  local exchange telecommunications 
company petitions the commission and the commission 
determines otherwise, but in no event prior to July 
1, 1999 .  

Section 364.162(2) provides in pertinent p a r t :  

In the event t h a t  the commission receives a single 
petition relation to either interconnection or resale of 
services and facilities, is shall vote, within 120 days 
following such filing, to set nondiscriminatory ra tes ,  
terms, and conditions, except t h a t  the rates shall not be 
below cost. If the commission receives one or m o r e  
petitions relating to both interconnection and resale of 
services and facilities, the commission shall conduct 
separate proceedings for each and, within 120 days 
following such filing, make two sepa ra t e  determinations 
setting such nondiscriminatory rates, t e r m s  and 
conditions, except that the rates shall not be below 
cost. 

As outlined in Issue A above, the FCC's rules regarding pricing 
methodology remain in effect as a result of the Eighth Circuit's 
stay of its decision invalidating t h e  use of the most efficient 
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network configuration. Thus the  Commission decision on appropriate 
UNE r a t e s  is bound by the FCC r u l e s  as they  currently stand.  S ta f f  
no te s  t h a t  it is l i k e l y  t h a t  the decision of the Commission will 
n o t ,  i n  the context of the telecommunications industry, be a shor t -  
lived one. The Supreme Court has granted c e r t i o r a r i  on the  E i g h t h  
Circuit’s ruling, and the expected time frame for a decision t o  be 
forthcoming is eighteen months, based upon the time f r a m e  in AT&T 
Gorp. V .  Iowa Util. Bd. 525 U.S. 3 6 6  ( 1 9 9 9 ) .  Even i f  t he  Supreme 
Court‘E u l t ima te  decision necessitates t h a t  t h i s  Comiission r e v i s i t  
i t s  decision on r a t e s ,  during the pendency of a proceeding to 
implement the Supreme Court’s ru l ing ,  the Commission’s original 
decision would remain in e f f e c t .  Thus, i t  appears the  Commission’s 
decision could remain effective for as much as two years .  A s  such, 
the Commission’s decision will lend stability and guidance t o  the  
industry f o r  a reasonable period of time. 
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ISSUE 1: What factors should the Commission consider in 
establishing ra tes  and charges for  UNEs (including deaveraged UNEs 
and IJNE combinations) ? 

RECOMMENDATION: UNE rates should be s e t  using the forward-looking 
cost standards authorized by Section 2 5 2 ( d )  (1) of t he  1996 
Telecommunications Act, t h e  FCC’ s rules and orders implementing 
t h a t  section of the Act, and the court decisions t ha t  affect those  
rules and x d e r s .  (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The Commission must set r a t e s  at a level t h a t  implements 
local competition in a f a i r  and balanced manner. In so doing, the 
Commission must apply the factors in 47 U.S.C. §252(d) and 
applicable FCC regulations in light of Iowa U t i l i t i e s  Board vs. 
FCC . 
DATA ALECS: The Commission should adopt recurring and nonrecurring 
charges f o r  a l l  elements, including xDSL capable loops, that 
reflect the efficient provisioning of a s i n g l e ,  consistent, 
forward-looking network architecture. 

FCCA ALECS: The Commission should consider only the appropriate 
forward-looking economic costs of providing t h e  UNE o r  combination 
of mEs. In this case, t h e  Commission should make the adjustments 
necessary to conform BellSouth‘s proposed, overstated rates to t he  
TELRIC standard. This action is needed to make local competition 
feasible in Florida. 

SPRINT: The factors which the Commission should consider are t he  
forward-looking cost  standards authorized by Section 252(d) (1) of 
the  1 9 9 6  Telecommunications Act, the FCC’s rules and orders 
implementing that section of the Act, and the court decisions 
interpreting the Act. 

TIME WARNER: Adopts FCCA ALECs’ position. 

STAFF ANALYSIS: The parties generally agree t h a t  the  most important 
factor this Commission should consider is the use of forward- 
looking economic costs to establish rates and charges for UNEs. 
(Sichter TR 3083; Gillan TR 2094) H o w e v e r ,  a major point of 
contention is whether UNE rates based on the  FCC-prescribed 
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methodology are t o o  low, as stated by BellSouth, or whether UNE 
rates are too high, thus thwarting competition, as the ALECs 
contend. BellSouth witness Varner complains that the FCC-prescribed 
methodology produces UNE rates that are too low. (TR 30, 32) He 
also contends tha t  local rates must be rebalanced before UNE rates 
are deaveraged. (TR 32) 

IMPACT OF UNE RATES 

BellSouth witness Varner asserts that the rates established in 
this proceeding will have profound effects on the continued 
development of competition in Florida. (TR 2 9 )  He contends that the 
outcome of this docket will affect how l oca l  competition will 
continue to develop, which companies will choose to compete, which 
customers will benefit from local competition, and how advanced 
technologies will be deployed. (TR 29) 

Witness Varner opines t h a t  if ra tes  for UNEs are s e t  either 
too high or too low, efficient competition in the local market will 
not occur, and consumers will not benefit.(TR 29-30) He argues that 
understated prices deter ILEC investment in new technology or 
willingness to expand *and upgrade network facilities because the 
ILEC will not be able to recover i t s  costs. (TR 35) He asserts that 
ALECs will have no incentive to build their own facilities; rather,  
they will over-consume t h e  ILECs' facilities. (TR 3-5) He states 
that, as a result, "[tlhe ALECs in effect get a ' f ree  ride' on 
BellSouth's network" without having to make any substantial 
investment. (TR 36) He warns that ILECs would be forced t o  recoup 
any unrecovered cos ts  from their own end users ,  which would 
primarily be rural residential customers. (TR 36, 38) Therefore, 
witness Varner  argues, UNE prices must be set to cover t h e  actual 
costs incurred by ILECs. (TR 3 0 )  

Witness Varner urges the  Commission to consider that the FCC 
regulations 'already mandate that rates will be below the 
appropriate level. Any fu r the r  reductions will only exacerbate the 
negative consequences" t h a t  he discusses in his testimony. (TR 32) 

Witness Varner provides one argument against setting UNE 
prices too high--that it would discourage ALECs from purchasing the  
elements from ILECs. At the  same time, he argues that high UNE 
rates would maximize the ALECs' incentive t o  construct their own 
facilities. Therefore, he opines that facilities-based competition 
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would be available sooner with prices that are too high than under 
o t h e r  pricing scenarios. (TR 39) 

Sprint witness Sichter notes that Congress recognized that 
there are "substantial barriers to entry i n t o  the local exchange 
market" due to the capital-intensive na tu re  of t h e  network. ( T R  
3 0 8 8 )  He emphasizes t h a t  t h e  availability of UNEs gives new 
entrants an alternative to constructing an entire new network. (TR 
30883 

Witness Sichter points out, similar to the position of 
BellSouth, that if UNE prices are priced above economic costs ,  
competitors will have an i ncen t ive  to build their own facilities. 
H o w e v e r ,  he contends that if UNEs are priced below cost, 
competitors will be inclined to use LEC facilities. (TR 3088-3089) 

FCCA witness Gillan argues, in contrast to witness Varner, 
that this Commission has set UNE prices t h a t  are too  high, due to 
caution and t h e  lack of adequate data. (TR 2100) He contends that 
the result has been negligible competition. (TR 2100) 

COST METHODOLOGY 

sprint witness Sichter testifies that IJNE rates should be 
based on forward-looking economic costs. (TR 3083) He argues that 
not only is this t he  economically appropriate basis for UNE 
pricing, but a l s o  it is required by the Act, which s t a t e s  that 
network element rates 

(A) shall be-- 

(i) based on t he  cost (determined without reference to a 
rate-of-return or other rate-based proceeding) of 
providing t h e  interconnection or network element 
whichever is applicable), and 

(ii) nondiscriminatory, and 

(€3) may include a reasonable profit. (EXH 1, §252(d) (1); 
(Sichter TR 3084; Varner TR 31) 

Witness Sichter points out that the FCC, in i t s  August 8, 
1996, F i r s t  Renort and Order in CC Docket 96-98, interpreted cost 
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to mean total element long run incremental cos ts  (TELRIC). He 
points ou t  that t h i s  form of forward-looking cost applies to t h e  
costing of “discrete network elements or facilities, rather than 
the cost of a service or services provided over that facility.” (TR 
3084-3085) 

Witness Sichter notes that the appropriate methodology is set 
forth in 47 C . F . R ,  Chapter 1, Par t  51.505(b). He adds t h a t  these 
redera1 reguiations define TELRiC as 

t he  forward-looking cost over the long run of the t o t a l  
quantity of t h e  facilities and functions tha t  are 
directly attributable to, or reasonably identifiable as 
incremental to such element, calculated taking as given 
t he  incumbent LEC’s provision of other elements. . . . 
The total element long-run incremental cost of an element 
should be measured based on the use of the most efficient 
telecommunications technology currently available and the 
lowest cost network configuration, given t h e  existing 
location of the incumbent LEC’s wire centers. (TR 3 0 8 5 )  

Witness Sichter explains that  the federal regulations f u r t h e r  
provide that a forward-looking cost of capital and economic 
depreciation ra tes  must be used. (TR 3 0 8 6 )  He adds that Section 
51.505 (a) provides that the forward-looking cost of a UNE should 
include ”. . . a reasonable allocation of forward-looking common 
costs. . . . ’ I  (TR 3 0 8 6 )  

Witness Sichter agrees with BellSouth t h a t  forward-looking 
economic costs are t h e  economically appropriate basis for pricing 
unbundled network elements because they provide “a measure of the 
cos ts  tha t  would be incurred by an efficient supplier to provide a 
particular network element.” (TR 3087, 3089) He argues that retail 
rates should not be factored in when setting UNE rates. He 
explains that retail ra tes  and rate structures are not necessarily 
based upon forward-looking economic costs.  Thus, he contends it 
would be inconsistent with the requirements of t h e  Telecom Act to 
base UNE prices on retail rates. Rather, he opines that retail 
rates should move toward economic cost levels. (TR 3094) 

Witness Sichter argues that forward-looking costs are also the  
appropriate basis for pricing of non-recurring charges for UNEs. 
(TR 3 0 8 9 )  Non-recurring charges also impact a competitor’s build- 
or-buy decision, just as recurring charges do. (TR 3 0 8 9 )  Witness 
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Sichter s ta tes  t h a t  "[tlhe forward-looking costs for non-recurring 
charges should reflect the costs that would be incurred in 
performing those functions in relation to the forward-hoking 
network that is the basis f o r  calculating the recurring costs and 
rates for the unbundled network element." (TR 3090) 

Witness Sichter notes t h a t  t h e  same criteria that apply for 
UNE rates also apply to combinations of UNEs. He opines t h a t  " [ a ] s  
zi general principk, t h e  r a t e  €or 2- L l E  combination should be the  
sum of the rates for those UNE elements that comprise the 
combination." (TR 3092) Nevertheless, he argues that "there are 
occasions where simply summing those individual UNE costs  is 
inappropriate." (TR 3 0 9 2 - 3 0 9 3 )  

BellSouth witness Varner states that Section 251(c) (3) of the 
Act establishes the pricing standard for UNEs. He agrees that 
prices must be j u s t ,  reasonable, and nondiscriminatory, (TR 30-31) 
He s ta tes  that section 252(d) (1) of the Act provides guidelines for 
determining j u s t  and reasonable rates, but he contends that the 
FCC's pricing regulations require prices for UNEs to be set below 
actual cost. (TR 30-31) He asserts that those regulations "limit 
prices for UNEs and interconnection to the forward looking economic 
cost of the element." (TR 31) He defines economic cost as "the sum 
of the long run incremental cost plus a reasonable allocation of 
forward-looking common costs." (TR 31-32) 

@ 

Witness Varner argues that the Commission should not limit 
prices to economic costs, even though that is what t he  FCC 
regulations require. (TR 42-43) Although he agrees that prices 
should be based on c o s t ,  witness Varner submits that cost is not 
the only factor that should be considered. He states that "prices 
should be functional in t he  marketplace and be consistent with 
prices f o r  similar services. (TR 43) He contends that BellSouth 
should be permitted to recover all of its costsI including shared 
costs, common costs, and historical cos ts .  (TR 43) 

FCTA witness B a r t a  argues that t he  primary consideration of 
the Commission should be to base ra tes  "upon fully supported cost 
studies that c l o s e l y  follow the appropriate costing methodology." 
(TR 3232) He asser ts  that "appropriate cos t  based rates will 
promote fair and responsible competitive en t ry  under the 
requirements of t he  Telecommunications Act of 1996 and will protect 
the [ILECs] as t h e  providers of t h e  facilities necessary to 
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provision t h e  unbundled network elements and UNE combinations." (TR 
3232-3233) 

Witness B a r t a  states that a forward-looking cost  methodology 
is the appropriate method to repl icate  the conditions of a 
competitive market. (TR 3233) He reasons t h a t  pricing of UNEs at an 
ILEC'S forward-looking economic c o s t s  allows competitors "the 
opportunity to capture the s a m e  types  of economies of scale and 
scope t h a t  the  [ ILECI  beref i ts  f n m . "  (TR 3233) 

FCCA witness Gillan asserts that t h e  most critical aspect of 
a cost study is that it be forward-looking. (TR 2097) He explains 
that '[blecause a forward-looking economic cost model must look to 
the f u t u r e ,  it is unavoidably built from assumptions about f u t u r e  
investment .I' (TR 2097) 

Witness Gillan argues t h a t  the Eighth Circuit vacated Rule 47  
CFR 51.505(b) (1). (TR 2102) H e  acknowledges t h a t  at the time it was 
"unclear whether t h e  decision will be stayed or even reversed.'# (TR 
2102) Nevertheless, he asserts that the decision is of little 
relevance with regard to UNE rate levels. (TR 2095) He opines that 
\ \ t he  Court effectively rejected the view that the cost  of the 
ent i re  network should be considered in a forward-looking analysis 
because the only portion of the  network relevant t o  the analysis is 
t h a t  increment being used by the en t r an t . "  (TR 2102) He contends 
that the Court  appears to say that the network components should 
no t  be part  of the  forward-looking analysis; rather, only the 
portion t o  be used by competitors should be optimized. (TR 2103) 

Analysis 

The parties are in agreement that UNE prices should be priced 
neither too high nor too low. (Varner TR 29; S i c h t e r  TR 3 0 8 8 - 3 0 8 9 )  
Based on the testimony, it appears that both scenarios send 
incorrect pricing signals to competitors. B o t h  Sp r in t  and BellSouth 
agree t h a t  rices that are too high cause new entrants to build new 
facilities. However, staff believes this might occur in instances 
where the incumbent could provide service at a lower price. 
B e l l S o u t h  and Sprint also agree t h a t  prices that are t o o  low will 
lead competitors to utilize ILEC facilities, rather than build 
t h e i r  own. Staff notes two problems associated with this scenario. 
F i r s t ,  competitors will not have an incentive to build new 
facilities, because they can purchase UNEs at a lower price than 
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what they can provide f o r  themselves. Second, the ILEC will not be 
able to cover its costs. As a result, the burden of cost recovery 
must be shifted to other customers. 

staff believes t h a t  forward-looking cost methodology should be 
used as prescribed by t he  FCC, subject to t h e  oversight of t h e  
courts. BellSouth has provided no support f o r  its contention that 
actual costs should be used instead of the forward looking cost  
model. 

As discussed in Issue A, since witness Gillan‘s testimony was 
written, the Eighth Circuit’s dec i s ion  rejecting the TELRIC 
standard has been stayed, pending the disposition of any petitions 
for certiorari. These petitions have been granted by the Supreme 
Court. However, t he  FCC and the Eighth Circuit are in agreement on 
the use of a forward-looking cost methodology, and tha t  discrete 
aspect of FCC Rule 51.505(b) will be unaffected by the Supreme 
Court’s review. 

UNIVERSAL SERVICE 

Witness Varner warns that incorrectly set UNE ra tes  will place 
upward pressure on l oca l  ra tes ,  ”particularly in rura l  areas where 
costs are higher, It which could jeopardize universal service. (TR 
3 2 )  He a lso  states that geographically deaveraged pricing will 
place an additional burden on universal service. (TR 32) 

Witness Varner  states that, due to statutory restrictions in 
Florida, BellSouth cannot sufficiently rebalance rates to mitigate 
t h e  burden on universal service. (TR 3 3 )  H e  argues that  “ [ u l n t i l  
BellSouth can ad jus t  . . . retail rates to better match their 
underlying costs, deaveraging simply increases an ALECs [sic] 
profit margins in urban areas without increasing the level of 
competition in rural or other areas of Flo r ida . ”  (TR 3 3 )  He 
contends that ALECs will attract high-revenue, low-cost customers 
in urban areas, leaving BellSouth with low-revenue, high-cost 
customers. (TR 3 4 )  He continues t h a t  such a pol icy  will also give 
the  ALECs an artificial pricing advantage, because they can 
purchase UNEs to provide service a t  a rate that is below 
BellSouth‘s cost. (TR 37-38) 

Although witness Varner argues that rate rebalancing should 
happen concurrent with or before deaveraging, he urges t h a t  “the 
most important issue is to immediately address the implementation 
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of an appropriate s t a t e  universal se rv ice  fund .”  (TR 3 4 )  He notes 
that only t h e  Florida Legislature can establish a permanent s t a t e  
universal service fund. (TR 34) He points out that t he  FCC required 
geographic deaveraging of UNEs to take place by May 1, 2000. Thus, 
a permanent universal service fund w i l l  not l i k e l y  be in place 
before permanent UNEs a r e  deaveraged. He urges the Commission to 
establish an interim fund.  (TR 34) 

FCTA witness Barta s t a t e s  that “ B e l l S o u t h ’ s  urgency to 
establish a state universal se rv ice  fund in conjunction with the 
geographic deaveraging of UNEs strays from the purpose of t h e  
instant proceeding.“ (TR 3231) He argues t h a t  the pressure on 
universal service BellSouth believes will result from 
implementation of deaveraged UNE rates i s  unsubstantiated. (TR 
3231) He opines that t h e  appropriate forum for un ive r sa l  service t o  
be addressed is in a separate docket. (TR 3231) 

Analysis 

While witness Varner argues t h a t  incorrectly s e t  UNE rates 
will put upward pressure on local rates, he nevertheless suggests 
t h a t  BellSouth be permitted to rebalance rates,  which would likely 
increase the very rates that he claims to be concerned about.  (TR 
33-34) BellSouth’s concern stems from its belief that, without a 
state Universal Service mechanism, deaveraged rates will a l l o w  
ALECs to purchase UNEs to provide local service in l o w  cos t  areas 
at low rates. At the  same time, ALECs will have no incentive to 
purchase UNEs i n  high cost areas, where those UNEs may be pr iced  
above t h e  rate the ILEC charges for service. 

S t a f f  agrees with witness Barta that BellSouth’s concern 
strays from t h e  purpose of this proceeding. The FCC requires 
deaveraging without regard t o  whether the s t a t e s  have established 
a universal service mechanism. In Florida,  the legislature has 
until January 1, 2004 to do so. (TR 34; EXH 1, Chapter 
364.025 ( 4 )  (a> , Flo r ida  Statutes) While Bellsouth’s concern is 
laudable, the Florida Public Service Commission (FPSC) has not been 
afforded the opportunity to decide whether the  setting of 
deaveraged UNE rates should wait until the legislature establishes 
a un ive r sa l  service mechanism. 

- 41 - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2001 

CONCLUSION 

UNE rates should be s e t  using t he  forward-looking cost  
standards authorized by Section 252(d) (1) of t he  1996 
Telecommunications Act, t h e  FCC's rules and orders implementing 
t h a t  section of the  Act, and t he  court decisions that affect those 
r u l e s  and orders. 
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ISSUE 2 ( a ) :  What is t he  appropriate methodology to deaverage UNEs 
and what is the appropriate rate s t ruc tu re  for deaveraged WNEs? 

RECOMMENDATION: Staff recommends that those UNEs recommended to be 
deaveraged in Issue 2 ( b )  be deaveraged into three zones using the 
methodology described in staff’s analysis in this issue. (Dowds) 

POSITION OF THE PARTIES 

BELLSOUTH: The Commission should utilize existing local exchange 
rate groups to define three rate zones for deaveraging purposes as 
proposed by BellSouth. This methodology would ensure consistency 
between t he  structure of existing retail rates, resale, and prices 
for unbundled network elements and would reduce the opportunity for 
arbitrage. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: The appropriate method is to determine UNE costs on a 
wire-center basis; to group wire-centers into zones based on cost; 
and to develop an average rate for each group of w i r e  centers. 
Deaveraging must not be based on ra te  center groupings, which bear 0 no relationship to cost. 

SPRINT: UNE prices should be deaveraged to the degree necessary to 
avoid significant deviations between the rate chxged  and the 
actual forward-looking cos ts  of providing UNEs in specific 
geographic areas. Unlike BellSouth‘s ”rate group” approach, rates 
should be deaveraged on wire center-by-wire center basis, with wire 
centers banded into zones using a 20 percent deviation criteria. 

TIME WARNER: Adopts FCCA ALECs’ position. 

STAFF ANALYSIS: Section 51.507 of the  FCC’s rules specifies 
general rate design requirements for t h e  pricing of interconnection 
and unbundled network elements (UNEs) . In particular, §51.507 ( f }  
requires that such rates be geographically deaveraged: 

( f )  State commissions shall establish different rates for 
elements in at least th ree  defined geographic areas 
wi th in  the  s t a t e  to reflect geographic cost  differences. 
(1) To establish geographically-deaveraged rates, s t a t e  
commissions may use existing density-related zone pricing 
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plans described in § 69.123 of this chapter ,  or other 
such cost-related zone plans established pursuant to 
state l a w .  
(2) In s t a t e s  not using such existing plans, state 
commissions must c rea t e  a minimum of three cost-related 
rate zones. (§51.507(f)) 

Issue 2 ( a )  concerns what approach should be used to arrive at 
deaveraged UNE rate zones, and t h e  specific design of t h e  zones 
( e . g .  I the number of rate zones) . Issue 2 (b) addresses t h e  UNEs 
f o r  which it is appropriate to determine deaveraged UNE rates. 

BellSouth witness Varner observes that historically, 
regulators established retail rates f o r  basic service in an inverse 
relationship to costs,  by setting the highest rates in those areas 
which were the lowest cost to serve. In contrast, deaveraged rates 
for UNEs will need to be cost-based. (TR 44) Accordingly, he 
contends that there will be a mismatch between the rate structure 
for deaveraged UNEs and that of retail basic local  exchange 
service. (TR 45) To remedy these problems, witness Varner 
recommends that this commission should encourage local rate 
rebalancing and the creation of an intrastate universal service 
fund. Unless these steps are  taken,  because of t h e  abovementioned 
pricing anomaly deaveraging of UNE rates ". . .simply creates 
another opportunity f o r  ALECs to engage in appropriate arbitrage of 
the pricing schedule. This arbitrage will ultimately lead to 
higher prices f o r  r u r a l  customers as ALECs usurp the contribution 
contained in the prices charged in urban areas tha t  currently make 
lower rural prices possible." (TR 45-46) 

In order to provide relative consistency between BellSouth's 
retail and UNE rate structures, witness Varner asserts that it is 
appropriate to map t he  company's existing retail rate groups onto 
three proposed UNE rate zones. (TR 47) He further explains why this 
proposal is reasonable: 

Utilizing local exchange rate groups to deaverage UNEs 
provides consistency between the  structure of BellSouth's 
retail, resale and UNE prices. Further- ,  customers who 
are located in the same geographic areas and who have 
similar calling areas  will be in the same deaveraged zone 
for UNE p r i c i n g .  S i m p l y  using existing r a t e  groups as 
the basis for establishing pricing zones results in 
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. consistent prices for  consumers within t h e  same 
geographic markets. (TR 48) 

BellSouth witness Caldwell explains how the company aggregated 
the wire center-level costs into its proposed zones. First, a l l  
Florida w i r e  centers were assigned to retail rate groups based on 
BellSouth’s General Subscriber Tariff. Second, the rate groups 
w e r e  collapsed into one of three zones. Third, to arrive at t h e  
average monthly cost for a particular loop or local channel in each 
zone, t h e  w i r e  center level costs  for t h e  UNE were weighted by the  
associated w i r e  center line counts. (TR 113) 

BellSouth witness Varner states t h a t  deaveraging UNEs based 
simply on w i r e  centers can lead to inconsistencies. (TR 48) He 
notes that under t he  current interim deaveraged UNE loop rates fo r  
BellSouth, t w o  wire centers in Sebastain [sic] , Florida,  are 
assigned to distinct pricing zones. The witness opines that an 
ALEC who chose to serve customers throughout Sebastian ”. . . would 
most likely charge rates t h a t  could vary by over $20 per month to 
end users that reside in close proximity to one another.” However, 
he asserts that such an inconsistency is less likely to occur by 
deaveraging based on r e t a i l  rate groups. (TR 49) 

AT&T/WorldCom witness Darnell asserts that the ”. . . only 
item that can be considered in determining deaveraged UNE ra tes  is 
t h e  forward-looking economic cost (FLEC) differences caused by 
different geographic areas.” The witness believes that if 
something other than FLEC is used to deaverage an existing rate, 
the results could not be cost-based. (TR 2326) Witness Darnell 
objects to BellSouth’s proposal to deaverage UNE rates by r e t a i l  
rate group, and asserts that deaveraging by rate group violates the 
FCC rules and the Act, will yield non-cost based rates that sound 
erroneous economic signals to consumers, and will insulate 
BellSouth’s retail ra tes  from cost-based competition. (TR 2327) 
According to the AT&T/WorldCom witness, by grouping wire centers by 
rate group, BellSouth’s approach effectively raises UNE rates where 
BellSouth‘s retail rates are high. (TR 2327)  Witness Darnell 
explains how this phenomenon occurs: 

BellSouth takes all the wire centers that serve areas in 
certain rate groups and lumps all of them together in one 
basket or zone. F o r  example, BellSouth‘s methodology 
would take all of t h e  w i r e  centers that serve areas tha t  
correspond to its r a t e  groups 7 a & 6 (Le., its highest 
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retail rates) and group all of these w i r e  centers into 
zone 1. BellSouth then develops an average loop cost  for 
a l l  of the wire centers  that serve those ra te  groups. 
H o w e v e r ,  w i r e  centers in rate groups 7 & 6 of ten are made 
up by both low cost w i r e  centers and high c o s t  wire 
centers. By placing l o w  cost wire centers and high cost 
w i r e  centers in the same zone, the weighted average cos t  
of each zone is inappropriately skewed. Although A 1  
Varner states t ha t  BellSouth's ra te  group to zone mapping 
"provides consistency between t he  structure of 
BellSouth's r e t a i l ,  resale and UNE r a t e s ,  '' [footnote 
omitted] t he  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 r e t a i l  rate 
structure. Rather, the goal of this Commission should be 
t o  let competit ion dr ive r e t a i l  ra tes  toward their 
under ly ing  cost and allow competition to eliminate the 
inefficiencies caused by non-cost based pricing. (TR 
2 3 2 8 )  

In h i s  rebuttal testimony BellSouth witness Varner disputes 
witness Darnell's contention t h a t  BellSouth's deaveraging approach 
does not comply with the FCC's rules. He asserts that merely 
because retail rates were based on a rate group structure does not 
automatically result in non-cost based deaveraged UNE .rates. 
Further, he observes that t h e  FCC acknowledged that existing 
deaveraged zones for other services can be an appropriate  basis for 
t h e  deaveraged zones to use f o r  UNEs. Witness Varner notes t h a t  
Rule 51.507 (f) (1) states that UNE zones may be established based on 
"existing density-related zone pricing plans described in § 69.123 
of this chapter, or other  such cost-related zone Dlans established 
pursuant to s t a t e  law." (emphasis by witness) He therefore 
concludes t ha t  the FCC m u s t  have agreed that geographic zones that 
exist for retail services  must be reasonable to use  to deaverage 
UNEs. (TR 1120) 

Witness Varner also responds t o  witness Darnell's allegation 
that BellSouth's deaveraging proposal insulates BellSouth's 
existing r e t a i l  rate structure. T h e  BellSouth witness states that 
the intent of the BellSouth proposal is to align retail and 
wholesale rates so as to recognize the proximity of customers, (TR 
1121) Since BellSouth is unable to rebalance local rates to 
reflect the actual cost to serve, and in the  absence of an 
intrastate universal se rv ice  fund, witness Varner believes that 
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"&averaged UNE retail prices based on the existing rate group 
structure best correlates w i t h  the retail market environment in 
Flor ida ,  thereby promoting competition in all areas of Florida." 
(TR 1122) Moreover, since BellSouth's business local rate in rate 
group 12 is $29.10, and BellSouth's proposed deaveraged UNE loop 
rate for that associated rate group is $16.17, he opines that even 
after t h e  cos ts  of switching and t r anspor t  and included, little 
insulation is provided for t h e  company's retail rates. (TR 1122) 

Sprint witness Sichter testifies that 'As a general principle, 
r a t e s  should be deaveraged to the degree necessary to achieve a 
result wherein the averaged rate does not deviate significantly 
f r o m  the actual forward-looking cost of providing t h a t  element 
anywhere within the defined zone." (TR 3095) While acknowledging 
that quantifying what constitutes a "significant" deviation, 
witness Sichter asserts that differences between rates and costs 
greater than 20% would be sufficient to distort providers' 
investment decisions. (TR 3095) Using this criterion, the witness 
proposes that ". . ., each incumbent LEC should be required to 
construct a deaveraged rate schedule such that the average rate in 
each zone is no m o r e  than 20% higher or 20% less than the forward- 
looking cost of providing that element.'' (TR 3095) @ 

Witness Sichter offers four criteria t ha t  he believes should 
underlay this commission's requirements for ILEC deaveraging of 
W E s .  First, prices for a UNE should be deaveraged where required 
in order to avoid distortions between the ra te  charged for the UNE 
and the forward-looking economic cost (FLEC) of the UNE in a given 
geographic area. Consequently, whether to deaverage a particular 
UNE can vary by element and between ILECs. (TR 3096) Second, \I. . 
. t h e  degree of rate deaveraging should be based on both 
administrative considerations and a realistic assessment of the 
extent to which limited rate averaging would not materially 
adversely impact competition and investment decisions. (TR 3097) 
Third, each incumbent LEC should be required to develop its FLEC at 
the wire center level ,  as t h i s  the most reasonable unit of 
analysis. (TR 3098) Fourth,  wire centers should be grouped into 
zones and rates developed based on the weighted average cost of a 
UNE in a given zone. Although the witness asserts t h a t  his 20% 
criterion generally should be adhered to, he agrees that a greater 
deviation between cost and price may be appropriate in t he  highest 
cost zone. (TR 3099) 
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AT&T/WorldCom witness Darnell comments that Sprint's 
deaveraging methodology can be applied objectively and equally to 
all incumbent LECs, and he believes that it is superior to any 
other approaches to deaveraging that he has seen. (TR 2330) 
Consequently, he recommends that the commission apply Sprint's 
approach to deaverage UNE loop costs by wire center in this 
proceeding f o r  BellSouth. (TR 2331) 

BellSouth witness Varner contends that Spr in t  witness 
Sichter's banding criterion of no more than a 20% difference 
between a zones's rate and the cos t  of a w i r e  center included in 
that zone is arbitrary. Witness Varner notes that Sprint's proposal 
yields eight zones for loops, and he observes that this proposal 
decreases the likelihood of competition in high-cost zones while 
affording ALECs serving low-cost areas a windfall. He disputes t he  
need f o r  having more than three zones, stating that " . . . all 
t h a t  is accomplished by having more than three zones is that the 
contribution margin f o r  ALECs is increased in the lowest cost 
zones." (TR 1123) 

Recommendation 

At t he  outset, s t a f f  would note that although the commission 
has a moderate degree of discretion in deciding this issue, we 
believe there are at least three conditions, derivable from FCC 
Rule 51.507 (f) , t h a t  must be considered. First, t h i s  commission 
is required to establish deaveraged UNE rates in at least three 
geographic areas. Second, if the commission so chooses, it may 
base its geographic zones on "existing density-related zone pricing 
plans . . . ., or other such cost-related zone plans established 
pursuant to s t a t e  law." ( §  51.507(f) (1)) Third, if t h e  commission 
opts not t o  use any existing density-related zones to arrive at 
the zones for UNEs, the plan selected must have at least three 
"cost-related rate zones." ( §  51.507(f) (2)) 

Based on staff's review and evaluation of t h e  record in this 
proceeding, we believe Bellsouth's proposal satisfies the first 
condition noted above, but fails the o ther  t w o .  By assigning wire 
centers to existing r e t a i l  r a t e  groups, BellSouth's proposal 
commingles and averages together the  costs of both low-cost and 
high-cost wire centers; the result cannot be meaningfully 
considered "cost-based. " 
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Although Sprint's proposal comports with the FCC's deaveraging 
r u l e ,  we do not recommend its adoption at this time. While 
acknowledging that it is cost-based and preferable to the approach 
advocated by BellSouth in this proceeding, staff has some 
misgivings. First , we are concerned that Sprint's 20% criterion 
may be too narrow. To t he  extent that the cost results arrived at 
in this proceeding "flatten" the relationships between low-cost and 
high-cost wire centers due to study modeling limitations, use of a 
2 0 %  criterion may assume greater accuracy in the individual w i r e  
center results than is warranted. (As discussed in subsequent 
issues, use of certain types of fac tors  in t h e  cost studies may 
inadvertently'attribute greater costs to low-cost w i r e  centers, and 
lesser cos ts  to high-cost wire centers, resulting in a distortion 
between t h e  cost relationships between high- and low-cost w i r e  
centers.) Second, use of Sprint's 20% criterion results in a 
rather large number of rate zones; for example, the Spr in t  approach 
results in eight zones for an SL1 loop. (EXH 154) S t a f f  believes 
that such a large number of zones could be administratively 
burdensome. Moreover, as discussed below, we have doubts tha t  
eight zones is necessary to reflect the degree of variation in 
BellSouth's costs. 

As noted above, %51.507(f) requires that deaveraged rates be 
established for at least three rate bands or zones; staff believes 
that the cost data available in this proceeding imply that three 
zones is  t h e  m o s t  reasonable choice for BellSouth. Moreover, we 
believe that it is preferable to employ the BellSouth-specific 
current cost data provided in this docket to derive cost-related 
zones,  rather than to r e l y  on those zones from special access 
density zone p r i c i n g  plans formulated many years ago. 

To arrive at our recommendation, staff computed the cost 
results by i nd iv idua l  wire centers (reflecting all of staff's 
various recommendations that affect the cost studies) then sorted 
t h e  wire center r e s u l t s  from lowest to highest. N e x t ,  staff 
computed the overall weighted average loop cost across all wire 
centers, and then indexed each wire center's result relative to 
this statewide average cost. The result of this computation 
indicated that BellSouth's w i r e  center loop cost ranged from a low 
of approximately 40% of the statewide average in one wire center, 
to a high of around 600% of the  average i n  another w i r e  center. 
However, on balance it appears that BellSouth has relatively few 
very high cost wire centers, and the distribution of the cost of 
the majority of wire centers is relatively narrow. 
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MIAMFLDB 

MIAMFLKE 

Based on the above analysis, s t a f f  recommends t h a t  three 
deaveraged cost zones be established for BellSouth. Our recommended 
zone 1 rate approximates the weighted average c o s t  of a11 wire 
centers whose cos t  is less than or equal to t h e  statewide average; 
the  zone 2 rate approximates t h e  weighted average cost  of all w i r e  
centers whose cos t  ranges from 101% t o  2 0 0 %  of the statewide 
average; and t h e  zone 3 rate equals the weighted average cost of 
all w i r e  centers whose costs  exceed 200% of the statewide average. 
Table 2a-1 below shows the w i r e  centers contained in each of 
s t a f f '  s recommended zones, and s t a f f  ' s recommended deaveraged rates 
using this methodology are shown in Appendix A .  
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Source: EXH 95, BellSouth Cost Study 
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ISSUE 2 ( b ) :  Fo r  which of the following UNEs should the Commission 
set deaveraged rates? 

(1) loops ( a l l ) ;  
(2) local  switching; 
(3) interoffice transport  (dedicated and shared) ; 
(4) other (including combinations) . 

RECOMMENDATION: Staff recommends that the recurring cos ts  of: all 
varieties of loops below D S 3 ,  and combinations containing such 
loops, should be deaveraged in this proceeding. (Dowds) 

POSITION OF THE PARTIES 

BELLSOUTH: Recurring costs of loops and local channels below t he  
DS3 level (including sub-loops and combinations involving these 
elements) should be deaveraged. These are the only elements that 
display a significant level of cost variation by geographic 
location and do not have price structures t h a t  already account for 
geographic cost differences. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: The forward-looking rates for every loop type, 
including combinations that include loops,  should be deaveraged. 

SPRINT: Although the forward-looking economic costs for unbundled 
loops, subloops, local  switch ports  and l o c a l  switching usage, 
common and dedicated transport, and dark fiber a l l  vary 
significantly by geographic area, Sprint requests that only the 
recurring costs of loops and r e l a t ed  combinations be deaveraged. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: BellSouth witness Varner testifies t h a t  the only 
UNES t h a t  should be deaveraged are the  recurring cost of the local  
loop and t he  loca l  channel, because those are the only elements 
that display significant cos t  variations according to geographic 
locat ion. He believes that it is unnecessary to deaverage 
unbundled switching prices because switching cos ts  do not exhibit 
major cost variations by geography, and are not subject  to the same 
factors t h a t  cause cost variability in loops. (TR 50) Moreover, to 
t h e  extent that t h e  costs of other UNEs do vary by geography, 
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witness Varner notes that such variability is reflected in the rate 
structure. A s  an example, t h e  witness points t o  interoffice 
t r a n s p o r t ,  which is priced on a per  mile basis. The primary cost 
driver of this element is the length of t h e  transmission facility, 
which is captured in the r a t e  structure. {TR 50-51) 

Witness Varner observes t h a t  due to the reinstatement of FCC 
Rule 51.315(b), BellSouth is obligated to provide ALECs access to 
TmE combinations w h i c h  are ir: f a c t  combined i n  BeiiSoutn's network 
t o  provide service t o  a specific customer. (TR 51-52) Since many 
combinations involve either a loop or a local channel, the witness 
recommends that deaveraged rates should be set for all UNE 
combinations that include a loop or local channel. (TR 52) 
BellSouth witness Caldwell expanded on and clarified the company's 
recommendation, stating the following elements should be 
deaveraged: all local loops and local channels below DS3 speeds; 
sub-loops; and combinations "currently combined" t h a t  have a loop 
as a component. She notes t h a t  it is unnecessary to deaverage loops 
and local channels above DS1 because their cos ts  (and thus prices) 
are on a per mile basis. (TR 111) 

With the exception of Sprint . ,  all o t h e r  parties appear t o  be 
in agreement that loops, and combinations containing loops, should 
be deaveraged. (FCCA ALECS BR at 10; Data ALECs BR at 18) Although 
Sprint throughout this proceeding advocated t h a t  varioiis UNEs in 
addition to loops exhibit cost  characteristics that vary based on 
geography, nevertheless in their brief Sprint now recommends that 
the commission only require t h a t  loops and related combinations be 
deaveraged. 

Recommendation 

Staff recommends t h a t  all varieties of loops, and combinations 
containing loops, should be deaveraged in this proceeding. All 
parties now are in agreement on this point, and staff  perceives no 
compelling reason to differ from this consensus. S t a f f  would 
observe that while BellSouth proposes to deaverage all loops below 
D S 3 ,  all other parties merely contend t ha t  "loops" be deaveraged. 
Since the  rate structure for  loops and local channels whose 
bandwidth is D S 3  and above resembles t h a t  of interoffice t ranspor t  
in that it is priced on a mileage-sensitive basis, staff  believes 
that it is sufficient to deaverage only loops below DS3. 
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ISSUE 3 (a) : What are xDSL capable loops? 
ISSUE 3 (b) : Should a cost study for xDSL-capable loops make 
distinctions based on loop length and/or the particular DSL 
technology to be deployed? 

RECOMMENDATION: At t h e  present time, xDSL-capable loops are 
designed copper loops that are 18,000 feet in lerigth or shor te r  
t h a t  do not contain any impediments such as repeaters, load coils, 
or excessive bridged. taps.  A l r lcJs.t s ixdy  for copper-based xDSL- 
capable loops may make distinctions based on loop length. 

S t a f f  recommends that BST be required to submit a cost s tudy  
for hybrid copper/fiber xDSL-capable loops within 120 days from t he  
order in this proceeding. S t a f f  also recommends that BST be 
required to file modified versions of i t s  xDSL nonrecurring cost 
studies, which exclude 1) the DLR, 2) a t e s t  point, and 3) order 
coordination. Fur ther ,  BellSouth should submit a proposed charge, 
if any, for a guarantee that the DSL loop will not be rolled to 
another facility. T h e  nonrecurring i t e m s  should be provided in 
conjunction with the aforementioned hybrid copperlfiber recurring 
cos t  study within 120 days of the date of the order in this 
proceeding. Thereafter, an expedited hearing should be scheduled 
t o  address whether revisions and true-ups are warranted to t h e  DSL 
rates the Commission sets in this instant proceeding. The refiling 
should include all BellSouth assumptions used in developing the 
recurring and nonrecurring costs,  t he  basis and source data for 
BST’s input values, and a clear identification and listing of all 
input values. (Lee) 

POSITION OF THE PARTIES 

BELLSOUTH: The following are xDSL loops offered by BellSouth: the 
HDSL-compatible loop, the ADSL-compatible loop, the UCL Long and 
Shor t ,  t he  ISDN capable loop, and the  UDC capable loop. Other 
loops may be ordered from BellSouth t h a t  may or may not support the 
xDSL technology t h a t  the carrier seeks to deploy. 

Because the cost  of provisioning xDSL capable loops is a 
function of both the loop length and the particular xDSL technology 
to be deployed, it is appropriate for a cost study €or xDSL capable 
loops to recognize these factors in developing costs .  

DATA ALECS: xDSL capable loops are loops t h a t  can be used to 
provide xDSL services. In a forward-looking network, such 

- 56 - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2 0 0 1  

facilities include both “clean copper 1oopsIt and fiber-fed digital 
loop carrier (DLC) based loops. ALECs need to obtain loop make-up 
information, determine themselves if a loop is suitable for DSL 
service, and then  reserve and order that loop. 

The Commission should adopt costs for  a l l  loops, including 
xDSL capable loops, t h a t  reflect the  efficient provisioning of such 
loops in a forward-looking network architecture. In a forward- 
mokifig network, a cost study for  xDSL-ca2able loops should not 
make distinctions based on loop length or on the p a r t i c u l a r  xDSL 
technology to be deployed. 

FCCA ALECs: Adopt the positions of Covad, Bluestar, and R h y t h m s  
Links as t h e i r  positions on Issues 3 (a) and (b). 

SPRINT: At the current time, xDSL-capable loops are copper loops 
that are 18,000 feet  in length or shorter and do not. contain any 
devices which impede t h e  xDSL frequency signaling such as 
repeaters, load coils or excessive bridged t aps ;  or have been 
conditioned to remove such impeding devices. 

Other than t h e  18,000 feet distinction and the need f o r  
conditioning, a cost study for xDSL-capable loops need not make any 
such distinction. 

TIME WARNER: Time Warner does not take a position on t h i s  issue. 

STAFF ANALYSIS: The following discussion and s ta f f  analysis 
addresses both Issue 3 (a) and 3 (b) - 

”DSL” is the acronym for Digital Subscriber Line. “X” is a 
variable, meant to encompass the various types of DSL technologies, 
and is used when referring generally to DSL. (Riolo TR 2667; McPeak 
TR 2931) The parties a l l  agree that, to date, DSL services have 
been provisioned over copper loops and these loops must be free of 
devices that impede the xDSL frequency signaling such as repeaters, 
load coils, or excess bridged tap. (Dickerson TR 3118-3119; Riolo 
TR 2 6 6 7 - 2 6 6 8 )  However, DSL technologies are now evolving such that 
DSL services may be deployed over fiber-fed loops. (Milner TR 230; 
Riolo TR 2667-2668; Murray TR 2500; Dickerson TR 3119) There is 
disagreement whether DSL-capable loops should be distinguished and 
priced based on loop length and/or t h e  different DSL technologies. 
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DSL 1 0 0 ~ s  

According to BellSouth's (BST) witnesses Caldwell, Latham, and 
Milner, DSL-capable loops are designed loops distinguished by loop 
length and the t y p e  of DSL technology being provisioned. These DSL 
loops include : 

Hiqh Bit-Rate Digi ta l  Subscriber Line (HDSL) Compatible 
 LOG^ - These loops are' best suited for XlSL services. 
The technical characteristics of a loop are screened to 
ensure that t h e  loop meets stringent industry standards 
f o r  Carrier Serving A r e a  ( C S N  transmission 
specifications to support HDSL services. The  strict 
requirements for these loops mean t h a t  the end use r  must 
be served by a non-loaded copper pair, and the loop 
typically cannot be more than 12,000 feet long on 24 
gauge copper w i r e .  If 26 gauge copper w i r e  is used, t he  
limit is 9 , 0 0 0  feet or less. In either case, the loop 
m a y  have up to 2,500 feet  of bridged tap exceeding 2,000 
feet. 

Asvmmetrical Diqital Subscriber Line (ADSL) Compatible 
Loop - These copper.loops are provisioned according to 
t he  Revised Resistance Design (RRD) industry standards 
which means they may be up to 18,000 feet  long and may 
have up to 6 , 0 0 0  feet of bridged tap  which is inclusive 
of t h e  loop l eng th .  This means t h a t  for every foot  of 
bridged tap ,  the loop length is reduced by an equal 
amount. Therefore, an RRD loop that has 4,000 feet  of 
bridged tap could be no longer than 14,000 feet. 

Unbundled Copper Loor, (UCL) - These loops provide a "dry" 
copper pair ( t h a t  is, without using electronic devices) 
to an end user  using the Resistance Design (RD) industry 
standard. These loops may be up to 18,000 €eet long and 
may have up to 6,000 feet  of bridged t a p ,  which is 
exclusive of t he  loop length. This means the loop length 
is not reduced by the bridged tap amount. Therefore, in 
some cases, t he  loop length may be 18,000 feet long and 
have up to 6,000 feet of bridged tap. BellSouth is not 
able to ensure that these loops will function properly 
for DSL service since their physical characteristics may 
be beyond the  maximum distance for some DSL services and 
equipment. However, BellSouth will ensure  t h a t  these 
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loops have electrical continuity and balance relative to 
the tip and ring. (Milner TR 228-230;  Caldwell TR 114; 
Latham TR 1847-1848) 

BST's witness Latham explains that the ADSL loop is a 2-wire 
copper loop whereas t h e  HDSL and UCL loops can be 2-wire and &wire 
loops. {TR 1847-1848) A l s o ,  UCLs are segmented between loops less 
than 18 ki lofee t  ( k f t )  (UCL-Short) and loops greater  than 18 kft 
(UCL-Long). (TR i848) Witness !!hli iEr notes that the UCL was 
developed at the ALECs' request and has  been available since the 
second quar t e r  of 1999. (TR 229-230) 

Additionally, BST offers an Integrated Services Digital 
Network (1SDN)-capable loop and is developing t h e  Universal Digital 
Channel (UDC)-capable loop, both of which m a y  support t he  DSL 
service known as Integrated Services D i g i t a l  Subscriber Line 
(IDSL) . ( M i h e r  TR 2 3 0 )  BST provisions ISDN-capable loops 
according to applicable industry standards which means t h e  loops 
may be provisioned over copper or via a Digital Loop Carrier (DLC) 
system. ( M i h e r  TR 2 3 0 )  These loops are free of any load coils but 
are not  referred to as "clean copper loops" because they  may be 
provisioned via  DLC systems, which are compatible with ISDN 
service. The UDC loop is identical to t he  ISDN loop, except t h a t  
it is provisioned uniquely  to support IDSL service. (Latham TR 
1848; Murray TR 2625; Milner TR 230) BST's copper only scenario of 
t h e  BellSouth TELRIC Loop Model (BSTLM) applies only to UDC-Long 
loops and t h e  l eng th  limitation was placed at a dis tance  of a 
million feet .  (EXH 90, p .  36) 

The Data ALECs explain t h a t  DSL technologies are 

transmission . technologies used on c i r c u i t s  that run 
between a customer's premises and the central  office and 
provide t h e  end-user "broadband" service capability - 
essen t i a l ly ,  the ability to receive and/or transmit data 
a t  substantially higher rates than the modem-based 
technology on which many customers re ly today. To date, 
most DSL services have been deployed on loops t h a t  are 
copper end-to-end from the central office to the customer 
premises. However, DSL technologies are now evolving 
such that DSL services may be deployed on fiber-fed 
loops. Such loops consist of copper facilities from t h e  
customer's premises to a mid-point equipment location, 
known as a remote terminal ( R T ) ,  where signals are 
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combined and transmitted over fiber optics from the RT to 
t he  central o f f i c e .  (Riolo TR 2667-2668)  

The Data ALECs' witness R i o l o  opines t ha t  DSL service requires 
t h e  same "basic" loop as does basic analog or voice grade service, 
either an all-copper pair or a fiber-fed loop with appropriate 
plug-in electronics. (TR 2664) Witness Murray asserts that BST 
should not make distinctions among DSL-capable loops but simply 
provide the daLa t h a i  allow competitors to know t h e  characteristics 
of t he  loops that are available and to determine the suitability of 
any given loop. (TR 2494,  2569, 2605) The Data ALECS recommend 
that BST offer a single t y p e  of 2-wire and 4-wire DSL loop, fo r  
which t he  recurring costs and prices are the same those as for  a 
Service Level (SL)-1 loop. (Murray TR 2477-2478) 

Sprint's witness Dickerson testifies t h a t  DSL loops, at the 
current  time, are copper loops that are 1.8 kft or shorter and have 
no in te r fe rers ,  or have been conditioned to remove such impeding 
devices. For loops in excess of 18 kft for which ALECS request 
DSL, Sprint will perform any loop conditioning requested by the 
ALEC and the ALEC will be charged for the loop conditioning work. I) (Dickerson TR 3119) Sprint's witness Dickerson asserts that 
currently, t h e  DSL technology requires a copper loop connecting t h e  
DSL access m o d e m s  (DSLAM) with the customer's premises. 

In concert  w i t h  the  Data ALECS' witness Riolo, witness 
Dickerson also asserts that there are technological developments 
underway, which may permit ce r t a in  DSL services to be provided 
behind cer tain types of DLCs. (EXH 108, p .  5 )  Additionally, 
witness Dickerson opines that there are DSLaM technologies 
available, which allow the provisioning of DSL services over copper 
loops that are  in excess of 18 k f t  (Dickerson TR 3119) The copper 
loop cannot be behind a DLC system, and it cannot contain any 
impediments or interferers such as repeaters, load coils, or 
excessive bridged taps. (Dickerson TR 3118-3119) Sprint argues 
that an all-copper DSL loop is no different tha t  a 2-wire voice 
grade loop. (EXH 108, p .  9 )  Additionally, the f a c t  that DSL 
services curren t ly  require a copper loop does not provide a basis 
f o r  BST to offer a copper-only UNE, which must be used by ALECS, 
like Sprint, to provision DSL services. (EXH 108, pp. 6-10) 

The Coalition's witness McPeak describes DSL as a technology 
initially developed t o  increase the digital transmission speeds 
Over traditional copper-based loop facilities. (TR 2931) \\DSL has * - 6 0  - 
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t he  capability of voice and data on the same cable pair," (TR 2980) 
AS discussed by other witnesses, witness McPeak explains that t h e  
characteristics of the copper loop as f a r  as resistance, length, 
and attenuation can a f fec t  how DSL services work, (TR 2981) Also, 
witness McPeak affirms t h a t  technical guidelines can vary for each 
type of DSL service because the services are distant-sensitive. (TR 
2980) 

BellSouth 

DSL Loop Tmes 

BST'S witness Latham notes that the types of DSL loops offered 
by BST are capable of supporting a l l  current  DSL technologies in 
u s e .  (Latham TR 1849) He asserts that DSL services are highly 
dependent upon the equipment to provide the particular service, 
which is why BST cannot guarantee that a DSL service will w o r k  at 
any particular r a t e  or even function at all on every unbundled 
loop. (TR 1849) However, BST does guarantee that the  DSL loops it 
offers will meet a pre-defined set of transmission characteristics. 
(TR 1849) Also, BST publishes a technical r e fe rence  document 
containing a detailed listing of the loops' characteristics so a 
requesting carrier can determine for itself how its equipment w i l l  
operate on any given loop type, (TR 1849) 

Witness Latham asserts that the  rates BST has proposed for the 
loops intended to support DSL services correspond to the  loops BST 
actually of fe r s  to requesting carriers that can and do purchase 
from BST. In fact, BST explains that it developed t h e  UCL-Long 
loop in response to a request by at l ea s t  one ALEC for the ability 
to obtain an unbundled copper loop t h a t  was unlimited in length. 
(Caldwell TR 114; Latham TR 1850) BST is also prepared t o  develop 
additional types of DSL loops as technology or ALEC needs dictate. 
(Latham TR 1850, 1886) Additionally, witness Latham asserts t h a t  
each of BST's DSL product offerings is d i f f e r e n t ,  which is ignored 
by the Data ALECS' argument to have a 'one rate f i t s  all." (Latham 
TR 1848) 

BellSouth offers  a full array of unbundled loop types such 
that ALECS have a choice of loop types over which they can 
provision their services. (Greer TR 1709) ALECS have not come to 
the DSL market with a "one size fits all" approach, and BellSouth 
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has appropriately responded to ALECS’ requests for specialized loop 
types with differing technical capabilities. (TR 1709) 

SL-1 versus DSL 

An SL-1 loop is a 2-wire voice grade non-designed loop that is 
intended to support Plain Old Telephone Service (POTS)-like voice 
grade services. (Latham TR 1851) It may be provisioned using any 
voice grade technology, whether that be copper, fiber, OT DLC 
s y s t e m s .  (Latham TR 1851; EXH 9 9  pp. 107-111) There is no 
verification of the design of an SL-1 loop and there are also no 
test points. (EXH 97, p. 13) By contrast, an SL-2 loop is a 
designed loop t h a t  is available in 2-wire and 4-wire versions and 
may be’provisioned using any type of loop technology. (TR 1851) 

According to BST’s witness Greer, an SL-2 loop has the 
following attributes t h a t  an SL-1 loop does not: 

Test points are installed that are used t o  sectionalize 
a trouble condition; 

Design Layout Record (DLR) is documented and provided to 
t h e  ALEC. The DLR provides details of the actual loop 
makeup. 

A coordinated cutover process is used t o  minimize end 
user outage when t h e  loop is moved from BellSouth‘s 
switch to the ALEC‘s switch. (Greer TR 1707-1708) 

Witness Latham notes that SL-1 and SL-2 loops are designed to 
support voice grade services while DSL loops are intended to 
support t h e  transmission of higher frequency signals- (TR 1851) 
While he agrees that it is possible to provide DSL service using 
either an SL-1 or an SL-2 loop, witness Latham notes that t h e  DSL 
service may or may not work, depending upon the t ype  of SL-1 or SL- 
2 loop facilities. (TR 1852) 

If t he  SL-1 or SL-2 loop is provided using a DLC system, 
is provided using loaded copper pairs, or if the SL-1 or 
SI,-2 has excessive bridged t a p ,  the xDSL service may not 
function properly. If, on the other hand, the requesting 
carrier knows that the SL-1 or SL-2 loop is provisioned 
over non-loaded copper plant and t h e  loop i s  within the 
distance limitations for t h e  xDSL technology being 
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utilized, o r  i f  the  carrier utilizes BST's loop makeup 
process to screen t h e  loop facility at a particular 
customer address, t h e  carrier may decide to use an SL-1 
or SL-2 loop for  i ts  DSL service. In cases where bridged 
tap my pose a problem, t h e  requesting carrier may order 
bridged tap removal as a UNE. In short, SL-1 and SL-2 
loop are available for a requesting carrier as a means t o  
support its xDSL service (although not recommended by 
bellsouth), bu t  there are very real differences betweeii 
these offerings. . . (Latham TR 1852) 

According to BST's witness Latham, BST designates a11 DSL 
loops it offers as designed loops. (TR 1851) BST's witnesses Greer 
and Caldwell explain t h a t  DSL-capable loops are designed mainly due 
to the technical parameters and transmission requirements that t h e  
loops need t o  meet. (EXH 81, p .  34; TR 1716) 

BST notes in i t s  brief t h a t  t h e  Data ALECS' witness Murray 
acknowledges t h a t  an ALEC can provide voice grade service over an 
SL-1 loop t h a t  is unlimited i n  length, whereas loop length \\can 
af fec t  t h e  type of DSL service and speed of service that could be 
offered." (Murray TR 2631) Similarly, witness Murray agrees t h a t  
an ALEC can provide voice grade service over an SL-1 loop t h a t  
contains bridged t a p ,  load coils, and DLC, whereas these  same 
facilities would disrupt DSL service. (Murray TR 2631-2633) 

BST asserts t h a t  t h e  Data ALECS always have the option to 
purchase an SL-1 loop to support their DSL service, ra ther  than 
purchasing one of BST's specifically defined DSL loops. (Latham TR 
1853) H o w e v e r ,  BST will only maintain and repair. the loop t o  t he  
standards to which it was ordered. As a result, if an ALEC orders 
an SL-1 loop, BST will maintain and repair it as an SL-1 loop. By 
cont ras t ,  if an ALEC orders an ADSL-compatible loop, BST w i l l  
maintain and repair it as an ADSL-compatible loop. (Latham TR 1884) 

An ADSL loop is a subset of the l a rge r  group of SL-1 loops. 
(Latham TR 1890-1891) If a loop inquiry found t e n  loops going from 
a residence t o  the c e n t r a l  office and those loops a11 had t he  
identical components, i. e., 15 kft, no bridged tap, no load coils, 
and they were all copper, the loops could be labeled either as SL-1 
or ADSL. (TR 1891) Voice service will always work on an ADSL 
capable loop, but ADSL service will not always w o r k  on a voice 
grade loop. (Latham 1892) 
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BST concludes that t he  D a t a  ALECS' theory that a "loop is a 
loop,' is inconsistent w i t h  witness Murray's position t h a t  when an 
ALEC purchases an SL-1 loop BST should be precluded from making 
changes to the  facilities that are being used to provision the 
loop. (Murray TR 2637) BST argues that if a "loop is a loop", such 
a requirement is completely unnecessary. 

For example, assume a BST customer is being provided POTS 
service over an SL-1 loop rrom tne customer's premises to 
t h e  central office. The customer switches service to 
Covad, which purchases the unbundled SL-1 loop from BST. 
One year later, as p a r t  of routine upgrades to i t s  
network, BST installs a DLC system t h a t  will be used to 
serve Covad's end u s e r .  If Covad were using t h e  SL-1 
loop to provide voice service to the end user, this 
network change would have no affect on the end use r ,  
whereas that would not be the case if Covad were using 
t h e  SL-1 loop to provide xDSL service. (BST BR 25) 

DSL L o o p s  are Desisned Loops 

According to BST's witness G r e e r ,  BST offers designed loops to 
provide greater specificity about what a given loop type will 
provide and greater  certainty t h a t  a given service offering can be 
successfully provisioned. (TR 1709) 

0 

For example, if the ALEC wants to sell its data  service 
to its end user, the ALEC can choose an SL-1 loop, an SL- 
2 loop, an ADSL-compatible loop, an unbundled copper 
loop-short or an unbundled copper loop-long in order to 
provision the service. Each of these loop types has 
different design criteria and thus different inherent 
technical capabilities. Correspondingly, there are 
different rates for each of these loop types reflective 
of t h e  actual network elements used and the associated 
work required of BellSouth t o  provision them. I t  i s  up 
to t h e  ALEC to determine in a particular situation which 
of these loop types offers t he  needed technical 
characteristics at the lowest rate. (Greer TR 1709-1710) 

By design, witness Greer explains t ha t  these loops are 
guaranteed to meet certain technical parameters and are documented 
on a Design Layout Record (DLR). (TR 1715) Without such criteria, 
the  ALEC cannot be assured that t h e  loop it orders will be capable e 
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of support ing the technology that it intends to deploy to supply a 
service to its end user.  (Greer TR 1715-1716) The DLR is provided 
to t he  ALEC so the ALEC can be assured that the loop meets 
specified design parameters. (Greer TR 1708; Latham TR 1870; EXH 99 
p .  36) The test poin ts  allow BST t o  conduct certain t e s t s  in t h e  
event a trouble is reported on the  line. (Latham TR 1872-1873) Even 
though ALECS can now obtain loop make up information as p a r t  of t he  
preordering process, witness Latham claims the need f o r  a DLR s t i l l  
exists to provide confirmation to the ALEC t n a t  it has actualiy 
received the loop it requested. (Latham TR 1874-1875) 

Witness Latham exp la ins  that all of BellSouth’s unbundled 
loops offered are  designed loops with t h e  exception of the SL-1 
voice grade loop. (TR 1870) For ADSL and HDSL, the test point, the 
design layout, and the order coordination are included as part  of 
t h e  nonrecurring charge. (TR 1871) Witness Latham also explains 
t h a t  the UCL-Short loops are also designed loops, for  the DSL comes 
as a by-product and t h e  loops are provisioned with t e s t  points. (TR 
1871) Wowever, BST determined t h a t ,  in most cases, t h e  UCL 
represents additional lines r a t h e r  than a replacement of existing 
service. (TR 1871) For this reason, witness Latham s t a t e s ,  order 
coordination is not included in the nonrecurring cost,  but is 
offered as an optional item. (TR 1871) 

Witness Latham agrees t h a t  the ALEC m a y  not desire a t e s t  
point and DLR for a l l  DSL loop types t h a t  BST offers. H e  a l so  
agrees t h a t  there would be less cost associated with a nondesigned 
DSL loop because there would be no design work. (TR 1872-1873) 
During cross-examination, witness Latham admitted that he was aware 
of t h e  difference in pos i t i ons  between BST and the ALECS regarding 
a DSL loop. However, at the time unbundled loop product 
descriptions and assumptions were being developed f o r  witness 
Caldwell t o  cost, no consideration was given to a nondesigned 
unbundled loop. (TR 1864-1866) 

As product manager, I develop t h e  unbundled loops t h a t ,  
again, as 1 said, are either required by r egu la to ry  
mandate or that we have negotiated with ALECS 
individually. (TR 1866) 

Because a nondesigned loop is not a regulatory requirement and is 
not an element that has been negotiated with ALECS, witness Latham 
states  that there w a s  no reason to inform witness Caldwell of the 
difference in v i e w s  between BST and the ALECS. (TR 1866-1868) 
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ALEC 
type 

The electronic prequalification or preordering tool allows the  
access t o  ten loop makeups of t en  pa i r s  of w i r e s  based on the 
of loop the ALEC desires.  The loop makeup information 

consists of how long the loop is, whether is has load&oils or not, 
how much bridged t a p  it has, e t c .  I f  the ALEC wants the  loop, it 
can reserve the  pa i r  and then issue an order for  a DSL capable loop 
for the reserved pair. (Latham TR 1873-1874, 1882) 

ance the order is placed, BST designs t h e  I G O ~  to make sure 
that t h e  reserved pair of wires has a l l  of the physical and 
electrical characteristics that it should. The output of the 
design process is the design layout record ( D L R ) .  (Latham TR 1874- 
1875)  

Upon cross examination: 

QUESTION: In a competitive arena, if the ALEC chose an SL-1 
loop and that provided a lower quality frequency and w a s  less 
efficient, isn't that t h e  A L E P s  problem. And then, in fac t ,  
doesn't that work t o  BellSouth's favor, because if the 
customer isn't happy they will t u r n  to BellSouth instead of 
the  ALEC? 

RESPONSE: Correct .  (Latham TR 1879)  

However, witness Latham opines that RST is not always shielded 
from the  negative aspects  of a lower quality h o p  because the ALEC 
s t i l l  has high expectations, regardless of the transmission 
specifications they have been given. (TR 1880) Even though the 
loop may be less expensive, and the ALEC has not asked for t h e  
design work, and there is no test point, the ALEC will still 
sometimes submit trouble tickets when there  is service trouble. (TR 
1 8 8 0 - 1 8 8 1 )  

If t h e  ALEC utilizes BST's loop makeup information, the 
carrier can choose to order  an SL-1, an SL-2, or any kind of loop 
to provision DSL, BST simply won't guarantee t he  specific 
parameters associated with its DSL products. (TR 1883) BST does 
not r e s t r i c t  the type of serv ices  an ALEC can provide over UNE 
loops.  However, i f  there is a trouble ticket t u rned  in, the  only 
thing assured is t h a t  the loop meets t h e  specifications for the 
loop type t h a t  was ordered. (TR 1883-1884) 
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Witness Latham agrees that if an electronic loop makeup 
inquiry is performed, there is no need fo r  a DLR. (TR 1887) 
H o w e v e r ,  he asserts that the DLR is a by-product of the loop being 
designed and some ALECS may want the DLR for confirmation that the 
designed loop still meets the  parameters expected at the time the 
loop w a s  reserved. (TR 1887) If a stand-alone loop is ordered, 
there is no reason why the coordinate conversion is needed. (TR 
1887)  T h i s  is why BST, on the more recently developed DSL loops, 
is making order coordination optional. (TK 1887) 

LOOP M a k e w  

BST's witness Pate explains that BST utilizes the term loop 
make-up in reference to its obligations to provide ALECS access t o  
the  underlying loop make-up information contained in its 
engineering records, plant records, and other o f f i c e  systems so 
t h a t  a requesting ALEC may determine for i t s e l f  whether the 
facilities will support its DSL service offerings. (TR 1616-1617) 

Witness Pate also testifies t h a t  in the 319 Remand O r d e r ' ,  the 
FCC clarified that 

. . . t h e  pre-ordering function includes access to loop 
qualification (make-up) information. This information 
identifies the physical attributes of the loop plant. such 
as loop length, t h e  presence of load coils and bridge 
t aps ,  and the  presence of Digital Loop C a r r i e r -  This 
enables carriers to determine whether t h e  loop i s  capable 
of supporting xDSL and other advanced technologies. (TR 
1617) 

Further, witness Pate asserts,  the FCC found t ha t  the  ILEC 
must provide the requesting carrier with nondiscriminatory access 
to t h e  same detailed information about t he  loop that is available 
to the ILEC. This is so t h a t  the ALEC can make an independent 
judgment about whether the loop is capable of supporting the 
advanced services equipment it intends to i n s t a l l .  (TR 1617) 

Order No. FCC 9 9 - 2 3 8 ,  Local Competition T h i r d  Report and 
O r d e r  and Fourth Further Notice of Proposed Rulemaking, CC Docket 
No. 96-98,  re leased  N o v e m b e r  5 ,  1999  
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To comply with this FCC requirement, witness Pate explains 
that BST is implementing a process to provide ALECS w i t h  electronic 
access to loop make-up information. Also, BST has developed and 
implemented procedures to provide ALECS with detailed loop make-up 
information via a manual Service Inquiry (SI) process. Both the 
manual and electronic processes are available to any ALEC that is 
interested in incorporating these procedures in i ts  interconnection 
agreement. (TR 1618) 

BST is developing electronic access to i ts  Loop Facility 
Assignment Control System (LFACS) as par t  of its pre-ordering 
process. The testing process began July 31, 2000 with selected 
ALECS. Once the beta testing is complete, BST will begin Service 
Readiness Testing (SRT) f o r  interested ALECS. This electronic 
access will provide sufficient information to allow the ALEC to 
determine if BST has a loop that meets their needs according to 
BST'S DSL loop designations, and if so, reserve up to 10 pairs. (TR 
1619) 

Currently, however, witness P a t e  explains that access to LFACS 
is made by manual query. The ALEC completes the  Customer 
Information section of t h e  Loop Make-up SI form indicating if it 
wants the loop make-up by telephone number or address. The ALEC 
then submits the form to the Complex Resale Services Group (CRSG) 
who; in turn, forwards it to BST's Outside Plant Engineering 
Service Activation C e n t e r  ( S A C ) ,  where t he  availability of loop 
facilities is verified. (TR 1620) 

@ 

The SAC supplies a suitable copper pair and a digital loop 
carrier make-up for the requested address or requested telephone 
number and returns the completed SI form to the CRSG. The CRSG 
reviews the SI form for completeness and forwards t he  loop make-up 
data to t h e  ALEC via electronic mail. (Pate TR 1620-1621) Witness 
Pate explains that the manual loop make-up process will continue to 
be available for  obtaining loop information, particularly for those 
situations where LFACS is not populated w i t h  the data  needed to 
make a decision through electronic means. (TR 1620-1621) 

Witness Pate asserts t h a t  the availability of facilities on 
selected services for both ALECS and BST's retail units is 
determined via the SI process. The SI process provided to ALECS is 
accomplished in substantially the same time and manner as BST does 
f o r  itself. Witness Pate notes t h a t  nondiscriminatory access does 
n o t  require that a l l  Local Service Requests ( L S R s )  be submitted 
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electronically and involve no manual handling. (TR 1624) Many of 
BST’ s r e t a i l  services, prkt”i1y complex services, involve 
substantial manual handling by BST Account Teams for BST’s own 
r e t a i l  end user customers. Witness Pate argues that these 
processes are in compliance with t h e  1996 Telecommunications Act 
and the FCC’s rules. (TR 1621-1624) 

According to witness P a t e ,  LFACS contains information such as 
t he  h a p  and pa i r  t y p e  i d e n t i f i e r  assignments t h a t  exist  Tor every 
loop within BST. While all of BST’s Florida loops are in LFACS, 
more detailed information such as bridged taps  and load coils is 
available f o r  75%-85% of the loops. (TR 1638) Not much detailed 
information is in LFACS f o r  loops in r u r a l  areas. (TR 1638) 

According to witness Greer, a portion of LFACS shows which 
loops are POTS loops, which are special services, and which are 
being used by ALECS for DSL. Witness Greer explains that the ALEC 
circuits have a unique identity which BST has identified some as 
being copper only. A n  ALEC using an SL-1 loop to provide DSL 
services risks the loop being rolled over to f i b e r .  (TR 1815-1816) 
Witness Greer explains that t h e  SL-1 loop i s  defined as a simple 
POTS-like service and therefore can be served on DLC; it has a 
circuit ID t h a t  implies an intention of providing POTS service. (TR 
1816) Only by purchasing a designed DSL loop will BST guarantee 
that t h e  loop will not be rolled over to fiber. This is because 
the p a r t i c u l a r  DSL loop purchased has technical specificaticns it 
is designed to meet. (Greer TR 1816-1817) 

ALEC Choices 

BST asserts that a11 of its DSL loop of fe r ings  are optional. 
If a car r ie r  desires to u t i l i z e  BST‘s SL-1 or SL-2 offerings to 
provide their DSL service, that is their choice. BST’s DSL-capable 
loops simply represent another service offering from which 
requesting carriers can choose. ( L a t h a m  TR 1853) 

In rebuttal testimony, BST‘s witness G r e e r  testified that an 
ALEC wanting to sell ADSL service t o  its end user can choose an SL- 
1 loop, an SL-2 loop, an AD%-compatible loop, a UCL-Short, or a 
UCL-Long loop in order to provision the service. Each of these 
loop types has different design criteria and thus different 
inherent technical capabilities. Witness Greer asserts that it is 
up to the ALEC to determine, in a particular situation, which of 
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these loop t ypes  offers the needed technical characteristics at the 
lowest rate. (Greer TR 1709) 

Witness Latham explains that one reason BST of fe r s  a number of 
different loop types is so each carrier can decide for i tself  which 
particular loop type will support its particular DSL service. (TR 
1849) Recognizing that DSL services are highly dependent upon the 
equipment used to provide the  service, BST publishes a technical 
reference docilment t h a t  ccntairia a detail4 listing of tne hops.: 
characteristics. This allows the  requesting carr ier  to determine 
for itself how i t s  equipment will operate 
(Latham TR 1849) 

LOOD Lens th  and Technolosv 

BST’s witness Milner asserts that 
particular DSL technology involved affect 
(Milner TR 231-232) The usefulness of 
depends on a variety of factors, including 
from the serving wire center, as well as 
the copper wire that serves the customer. 
FCC recognized 0 

on any given loop t ype .  

loop length and t he  
the cost  of a DSL loop. 

BST’ s unbundled loops 
the end user’s distance 
the length and gauge of 
(Miher TR 231) As the 

. . . provision of xDSL service is subject to a variety 
of important technical constraints. One is the length of 
the  subscriber loop: ADSL, the most widely deployed xDSL- 
based service, generally requires loops of less than 
18,000 feet using current technology. Another is t he  
quality of the loop, which must be f ree  of excessive 
bridged taps, loading coils, and other devices commonly 
used to aid in the  provision of analog voice and data 
transmission, but which interfere with t h e  provision of 
xDSL services. ‘Conditioning’ loops to remove those 
impediments, or constructing fiber-based digital loop 
carrier systems to overcome loop length difficulties, can 
be expensive. (Third Report and Order, In re: Deployment 
of Wireline Services Offering Advanced Telecommunications 
Capability, CC Docket No. 98-147, released December 9 ,  
1999) 

BST argues that taking loop length i n t o  account in developing 
costs is not a ”pricing scheme” as t h e  Data ALECS’ witness Murray 
alleges. (Murray TR 2495; BST BR 23) Rather, it is a reflection 
of the physical make-up of t he  loop, since the cost of copper loops 
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increases almost linearly with length. As BST’s witness Caldwell 
no tes ,  the average length for a 2-wire UCL-Short in the BSTLM is 
10,139 feet and t h e  forward-looking cost is $18.06. By contrast, 
t h e  average length for the 2-wire UCL-Long is 4 2 , 8 4 4  feet and t h e  
forward-looking cos t  is $53.24. A similar relationship is 
evidenced in t h e  average l ength  and cost of t h e  4-wire UCL. 
(Caldwell TR 1223; EXH 9 2 )  Therefore, BST concludes t h a t  the cost 
of DSL loops is a function of loop length, and it is appropriate 
fo r  a cost study- to take such csnsicierat im iiitc accounc i i i  

developing forward-looking costs. (BR 23) 

Pricinq 

As previously discussed, the difference between an SL-1 loop 
and an ADSL loop is that the ADSL loop is a l l  copper with a length 
limitation of 18 kft, whereas t h e  SL-1 loop can be a mixture of 
copper and DLC and has no length limitation. B o t h  ADSL and HDSL 
loops are provisioned over copper but have different length 
limitations. The HDSL loop is limited to 12 kft. Witness Caldwell 
states 

Everyone recognizes that loop length is a major cost 
driver. H o w e v e r ,  this is especially true fo r  loops that 
are 100% copper, where digital loop carrier costs and 
fiber cable costs are not considered in t h e  calculations. 
In fact, the cos t  of copper loops increases practically 
linearly with length. {TR 1223) 

Witness Caldwell notes that the cost of the  2-wire UCL-Long is 
three times the cost of t h e  2-wire UCL-Short solely because of the  
difference in the lengths of t h e  loops.  The  average loop length 
implicit in t h e  long copper loop can be anywhere from around 30,000 
f e e t ,  depending on the overall loop length. (TR 1223) 

BST’s witness Caldwell asserts that Order No. PSC-98-0604-FOF- 
TP in Docket Nos. 960833-TP, 960846-TP, and 960916-TP validated 
BST’s definition of DSL types  of loops by establishing rates f o r  
ADSL and HDSL compatible loops based upon BST‘s proposal. 
Therefore, for the Commission to establish rates in this proceeding 
for these same types of DSL loops, witness Caldwell contends would 
neither be new nor controversial. (Caldwell TR 114) BST‘s witness 
Latham testified that t h e  rates BST has proposed f o r  the loops 
intended to support DSL services correspond to t h e  loops BST 
actually offers to requesting carriers and t h a t  requesting carriers 
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can and do purchase from BST. (TR 1847-1853) In t h i s  instant 
proceeding, BST has developed recurring and nonrecurring costs for 
2-wire and 4-wire UCLs.  (Caldwell TR 114) 

Based on this and the fact t h a t  the FCC has recognized that 
the provision of DSL service is constrained by the length and 
quality of t h e  loop, BST believes the cost  of provisioning DSL 
services is a function of both t h e  loop length and the particular 
USL technoiogy LO he deployed. (Milner TE 231-232) Additionally, 
t he  same copper loops that are used to provide DSL services are 
also utilized to provide voice service t o  BST’s customers, as well 
as to o t h e r  ALECS‘ customers. (Milner TR 231) 

BST asserts t h a t  voice grade loops and DSL capable loops have 
different requirements to ensure t h a t  they work properly for  their 
intended services. Accordingly, BST argues t h a t  loops should be 
priced reflecting those requirements. Just as it would be 
inappropriate for t h e  r a t e  of a D S - 3  loop t o  the  same as a DS-1 
loop, BST opines that i t  would also be inappropriate for  a DSL loop 
to be priced at the same rate as a voice grade loop. (Latham TR a 1858)  

DATA ALECS 

The D a t a  ALECS assert that DSL capable loops are essentially 
the same as voice-grade SI-1 loops. (Murray TR 2492; R i o l o  TR 2667- 
2669, 2776) While there are a variety of DSL technologies 
available today, some of the major categories are characterized by 
different line coding approaches {Le., data  transmission protocol 
or practice) or  amounts of bandwidth. (Riolo TR 2668)  Witness 
Murray contends that BST‘ s various ’flavors” of DSL dictate the 
services a competitor may provide over an unbundled loop. (TR 2 4 9 4 )  

The Data ALECs‘ witness Murray refers to a BST interrogatory 
response where BST states 

BellSouth does not have sufficient information on the 
ALEC’s proposed use of the loop or the spec i f ic  ALEC 
equipment limitations to qualify loops f o r  a specific 
ALEC service. (TR 2494)  
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Witness Murray asserts that this admission by BST is appropriate 
because BST should not be in the business of qualifying loops for 
ALECS. I n s t e a d ,  she p r o f f e r s ,  ALECS should be ab le  t o  use an 
unbundled loop to provide any technically f eas ib l e  service over 
that loop, without "artificial" restrictions. (TR 2494) 

With access to loop makeup information, Data ALECS will be 
able to determine themselves, based on their own equipment and 
tzchnical requirements, whether the f a c i i i t y  is indE:rls2 a DSL 
capable loop. (Murray TR 2582) Once that determination is made, 
DSL providers will decide to reserve and order particular qualified 
loops. (Murray TR 2635) At that point, ALECS need BST to mark 
those  loops t o  prevent t h e  selected and ordered loop from being 
rolled to another facility, such as fiber. (Murray TR 2636) Thus, 
the  D a t a  ALECS surmise, a DSL-capable loop is essentially t he  same 
as an SL-1 loop, except that the ALEC specifies the particular loop 
ordered after obtaining loop makeup information from BST. (Murray 
TR 2581-2582, 2635-2636; Riolo TR 2664) 

The Data ALECS assert t h a t  Order No. PSC-98-0604-FOF-TP in 
Docket No. 960833-TP d id  not address the fundamental i s sue  of what 
an DSL loop is and how, if at all, such a definition should impact 
t h e  rates that BST is permitted to charge ALECS. (BR p .  2) 
Therefore, the decision in t h a t  case should not be taken as a 
validation of BST's various DSL categories or prices. Witness 
Murray proposes that DSL loops be defined as a single t y p e  of 2 -  
w i r e  DSL capable loop without any limitation on 1engt.h. (TR 2626)  

Witness Murray opines t h a t  the p r a c t i c a l  length limit for 
providing DSL services over all copper loops varies somewhat 
depending upon the gauge of the copper cable, but today, generally 
does not exceed 21 kft. F u r t h e r ,  the majority of all copper loops 
over 18 Kft. that competitors would seek to obtain to provision DSL 
services may be only slightly over t h e  18 kft limit t h a t  BST has 
used to distinguish its proposed UCL-Short and UCL-Long elements. 
(Murray TR 2496)  

SL-1 versus DSL 

The Data ALECS argue that in a forward-looking local exchange 
network, t h e  facilities used to provide DSL services are identical 
or nearly identical to those used to provide voice-grade services. 
(Murray TR 2492-2493; R i o l o  TR 2669) In fact ,  for loops 
provisioned entirely on copper facilities, given current  
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engineering practices, the Data ALECs’ witness Riolo asserts that 
DSL-capable loops are identical to loops used to provide voice- 
grade service. (TR 2669) Witness Riolo also notes that BST’s 
witness M i h e r  and Sprint’s witness Dickerson both agree. BST’s 
witness M i h e r  states 

Significantly, t h e  same copper loops t h a t  are used t o  
provide DSL services are  a l so  utilized to provide voice 
3z:rvice to B e i l s G u t W s  ciisczrmers, as weli as L O  atiier 
ALECS’ customers. (Milner TR 231) 

Additionally, Sprint’s witness Dickerson opines that the forward- 
looking network design used within BSTLM to develop the 2-wire 
voice grade loop is also capable of supporting DSL f o r  those loops 
served on copper. (Dickerson TR 444) 

. Witness Riolo argues that ALECS providing DSL services over 
all-copper loops up t o  1 8  k f t  need nothing more than a basic loop 
f ree  of impediments such as load coils, excessive bridged tap, 
repeaters, Digital Added Main Lines (DAMLs) , noise, or any other  
condition that h a s  a deleterious effect on DSL-based services. 
(Riolo TR 2671) Also, witness Riolo a s s e r t s  that BST‘s process 
involved to provision or design the loop i s  neither useful nor 
desirable for  DSL providers. (TR 2674) 

Witness Riolo asser ts  that the predominant method for 
provisioning DSL-based services today is to use a clean copper 
loop, a loop free of impediments. (TR 2715) However, witness Riolo 
argues t h a t  forward-looking DLC equipment a l s o  allows carriers to 
provide DSL-based services over fiber/DLC loops in the same manner 
as ISDN is provided over those facilities. With suitable line 
cards, witness Riolo opines t h a t  these DLCs can accommodate voice, 
ISDN, and a wide variety of DSL-based services such as ADSL, HDSL 
and Symmetric Digital Subscriber Line (SDSL). (Riolo TR 2715) In 
fact, wi tness  Riolo notes that BST is currently testing DLC systems 
to provision DSL services and such deployment will be available in 
t he  near future. (TR 2716) Additionally, witness R i o l o  notes that 
BST’s Loop Technology Deployment Directives provide evidence t h a t  
BST has been moving in this direction since at least 1998, if not 
longer. (TR 2716-2719) 

- 7 4  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

DSL Loops a r e  Desisned Loops 

The Data ALECs' witness Murray asserts that a reason for t h e  
cost difference between DSL-capable loops and voice-grade loops is 
BST's assumption t h a t  all ADSL-compatible loops need to be designed 
to provide the  loop with a test point. (TR 2498-2499) Witness 
Murray argues that BST does not need to design such capabilities 
into t h e  loop and that BST's design process serves nothing more 
Linan to irxrease the  price to LEX, competitors. if 
each DSL-capable loop is designed, witness Murray opines that BST 
would be hard pressed to m e e t  the growing demand for DSL-based 
services. (TR 2499) 

(Murray TFc 2439) 

The Data ALECs' witness Riolo asserts that DSL services do not 
require a loop to be designed a s  BST practices. (TR 2 6 6 4 )  He 
argues that a DSL service requires the same basic loop as does 
voice grade service, whether a simple all-copper pair or a fiber- 
fed loop with plug-in electronics. (TR 2 6 6 4 )  

Witness Riolo asserts that BST should model DSL and ISDN loops 
in the same manner that it models basic analog loops.  (TR 2723) 
Witness Rio lo  argues that DSL and ISDN loops do not need to be 
designed and do not r equ i r e  special test points, e t c .  (Riolo TR 
2723-2725) 

LOOP Makeup 

The Data ALECs' witness Murray explains that loop makeup 
information is information that identifies the physical 
characteristics of a Loop. 

This information includes loop length, loop medium, 
( e . g . ,  fiber or copper) , the existence and location of 
accretions such as load coils, bridged taps and repeaters 
on t h e  loop, and other information about the physical 
makeup of the loop. A competitor uses such information 
to determine the suitability of that loop for 
provisioning DSL-based services. (Murray TR 2 5 6 7 )  

Witness Murray opines t h a t  the loop's characteristics 
determine whether t h e  loop is usable for  providing DSL services and 
if any modifications are needed to condition t h e  loop to provide 
the  services. Additionally, the loop's characteristics determine 
the  t ype  and speed of DSL service that may be offered over the 
loop, with or without conditioning. (TR 2567) Witnesses Murray and 
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Riolo assert t h a t  such determinations are specific to the DSL 
technology and equipment that a particular ALEC deploys, not BST. 
(Murray TR 2 5 6 7 ;  R i d 0  2666-2667)  

Witness Murray notes that the FCC, in its UNE Remand Order, 
s t a t e s  that incumbents must provide ALECS access to a l l  available 
information relating to loop makeizp information for DSL services. 

. . . the components of the transmissisn medium, fiber 
optics or  copper; t he  existence, location and type of any 
electronic or other equipment on t h e  loop, including but 
not limited t o ,  digital loop carrier or other remote 
concentration devices, feeder/distribution interfaces, 
bridge taps, load coils, pair-gain devices, disturbers in 
the same or adjacent binder groups; the loop length, 
including the length and location of each type of 
transmission medium; the wire gauge(s) of t h e  loop; and 
the  e lec t r ica l  parameters of t h e  loop, which may 
determine the suitability of the loop for various 
technologies. (TR 2568) 

Witnesses Murray and Riolo assert that DSL providers will soon 
have electronic access to loop makeup information and, at t h a t  
time, can determine which, if any, of its services existing loop 
facilities can support, with or without conditioning, (Murray TR 
2581; Riolo TR 2776-2777) In cases where t h e  DSL provider finds 
and’wishes to use an older loop that needs conditioning before it 
can support the DSL product, witness Riolo opines tha t  the ALEC can 
order the conditioning and then order the loop on an unbundled 
basis. (TR 2666) Witness R i o l o  argues that once t h e  DSL carrier 
makes t h e  determination whether conditioning w o r k  is necessary, the 
underlying loop and the process to order and i n s t a l l  it are no 
different from t h a t  of a basic unbundled loop, and t he  cost is also 
identical. (TR 2667) As witness Riolo proffers 

DSL carriers are ordering the Ford Escort of loop 
facilities and should not be forced to pay for the Rolls 
Royce, inflated w i t h  unnecessary features and costs that  
add nothing to the essential functions of t he  loop. 
(Riolo TR 2 6 6 7 )  

Fur ther ,  witness R i o h  asserts t h a t  the only reason for 
segregating DSL loop costs  in t h e  manner in which BST proposes 
would be for the minor process differences in the manner in which 
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BST qualifies each loop. (TR 2693) However, as soon as BST makes 
loop makeup data available directly to ALECS, as indicated in BST's 
revised cost studies, witnesses R i o l o  and Murray conclude t h a t  any 
such distinction is irrelevant because ALECS can determine if they 
wish to take a given facility as is or to orde r  conditioning and 
then t a k e  the conditioned loop. (Riolo TR 2720-2722; Murray TR 
2 5 7 8 )  Access to loop makeup informaticm should enable the ALEC t o  
determine f o r  itself that a given loop is suitable for its purpose. 
~ ' c  this time, t h e  ALEC needs io be aDle CG or~ier  t h a t  exsct lcmp. 
(TR 2777) 

BST's witness Pate testifies that there are designators in 
W A C S  that indicate what different loop facilities (ADSL, HDSL, 
UCL-Short, and UCL-Long) are available based on BST' s technical 
characteristics. (Pate TR 1664) Once an ALEC accesses LFACS and 
identifies the  loop it wants to obtain, the ALEC then needs to 
reserve t h a t  loop for i ts  use. While BST labels t he  loop as  a UCL 
or an ADSL, the Data ALECS argue that they should be allowed to 
order the loop as a simple voice grade SL-1 loop. (Pate TR 1666) 
However, LFACS will not allow ALECS to do that at the  present time. 
When questioned at the hearing if t h a t  restriction resulted f r o m  a 
technical limitation, witness Pate responded '' [I] t's j u s t  a 
decision from a design standpoint." (Pate TR 1668) Through this 
design restriction, t h e  Data ALECS claim t h a t  BST forces ALECS 
into using its designed loops r a t h e r  than  us ing  the electronic loop 
makeup and ordering process to identify, seiect ,  reserve, and order 
a SL-1 voice grade loop that the ALEC understands will serve 'its 
needs. (Riolo TR 2777) 

ALEC Choices 

Witness Murray argues that BST should not dictate, through its 
various "flavors" of DSL, what services a competitor may provide 
over an unbundled loop. (TR 2494) She asserts that BST should not 
be in t h e  business of qualifying loops f o r  competitors. Instead, 
competitors should be able to use an unbundled loop to provide any 
technically feasible service over t h a t  loop, without restrictions, 
(TR 2494) 

The D a t a  ALECS contend that t h e  technology t ha t  an ALEC m a y  
choose to provide over a given loop is irrelevant to how loops 
should be priced. (Murray TR 2 5 0 3 )  BST's witness Latham tes t i f ies  
that ALECS may use  any loop, not just DSL capable loops,  to provide 
DSL services. (Latham TR 1853, 1883) If this is true, the Data 

- 77 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

ALECS contend there is no reason to use a different loop model to 
determine the rates f o r  DSL capable loops than is used t o  determine 
rates f o r  other unbundled loops. (Murray TR 2475)  

Witness Murray asserts t h a t  the ALEC, not BST, should 
determine the type of technology t h a t  can and will be deployed over 
t he  loop. (TR 2 4 9 4 )  When ordering a loop, ALECS will access t h e  
loop's makeup information to determine the  particular 
characterist ics of t h t  lxq. This information wiii allow aii AiLEC 
to determine which technology that ALEC wants to deploy over that 
loop. (Pate TR 1617-1621, 1629-1631; Riolo TR 2721) Witness Murray 
asserts that the risk t h a t  the loop is s u i t a b l e  f o r  the ALECs' 
needs should be the ALECs, not  BST's, as long as BST does not 
subsequently alter t h e  physical loop ordered by adding DLC. (TR 
2 6 3 6 - 2 6 3 7 )  Pursuant to t h e  loop makeup information inquiry, the 
ALEC will know exactly what technology it may provide over t he  loop 
it ordered. (TR 2581) 

. The Data ALECs argue that BST has offered no evidence that 
ALECS want BST to qualify loops as DSL capable according to a EST 
pre-determined set of characteristics. To t h e  cont ra ry ,  t he  Data 
ALECS note that BST's witness Pate testified that the  ALEC will 
make its own decision about the service t h a t  the ALEC w i l l  provide 
over a given loop. (Pate TR 1619) Witness Murray asserts that this 
is corsistent w i t h  the ALECs' desire to make their- own business 
decisions regamding how to utilize the UNEs they  obtain f rom BST. 
(Murray TR 2494; Latham TR 1879-1880) 

0 

Witness R i o l o  asserts that BST's proposed various DSL 
distinctions effectively impose artificial limits on the  services 
that carriers can provide over specific facilities to specific 
customers. Yet, he argues, an all-copper loop is t h e  same whether 
it is used f o r  ADSL, HPSL, or any other (2-wire) DSL-type, or a 
voice service for t h a t  matter. (Riolo TR 2720-2722) 

Loop Lenqth and Technolosv 

The Data ALECS argue that  neither the DSL technology deployed 
by t h e  ALEC nor the  length of a loop should impact t h e  cost of the 
loop. (Murray TR 2495)  While witness Murray agrees that loop 
length factors into the cost of a loop, she opines that it does so 
for all loop types, not just DSL capable loops. (Murray TR 2495) 
Witness Murray asserts BST' s various "flavors" of DSL capable loops 
t r a n s l a t e s  into distance-sensitive pricing for only these loops. 0 
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(TR 2495)  The Data ALECS assert that BST should not make 
distinctions among DSL-capable loops but simply provide the  data 
that allow competitors to know t h e  characteristics of t h e  loops 
t h a t  are available and to determine the suitability of any given 
loop. (Murray TR 2568) 

Witness Murray argues that DSL capable loops alone being 
p r i c e d  according to whether such loops are over or under 18 kft 
f ee t  1"ng - GCL-lonc d v. LICL-shor t  - is discriminzitory. 
(Murray TR 2495-2496) By proposing a recurring rate for long DSL 
capable loops.  (i .e .  , over 18 k f t )  that is approximately three times 
the recurring rate f o r  short DSL capable loops ( L e . ,  under 18 kft) 
- $52.66 versus $18.13 - witness Murray argues that BST effectively 
ensures that ALECS will only purchase short loops.  (Murray TR 2495- 
2496) Because BST does not attempt to require ALECS to purchase 
only short loops for any other loop l engths ,  the D a t a  ALECS argue 
that loop length is an inappropriate consideration in BST's cost 
study for an DSL capable loop. (Murray TR 2495-2496) 

Witness R i o l o  asserts t h a t  all BST-proposed DSL elements are 
based on t h e  assumption of provisioning over dry copper loops. (TR 
2 7 2 0 )  Witness Riolo claims t h a t  the only reason for segregating 
DSL loop costs into the many categories that BST proposes, is due 
to t h e  minor process differences in the manner in which BST 
qualifies each loop. (TR 2721) However, witness Riolo argues t h a t  
as soon as BST makes loop makeup data available d i r e c t l y  to ALECS, 
any such distinction will be irrelevant. At thzlt time, ALECS will 
be able to determine if they wish to take a given facility as is or 
to order loop conditioning and then t a k e  the conditioned loop. (TR 
2721) 

Witness Murray asserts that t he  simple DSL loop offering and 
ordering procedure needed by Data ALECS is complicated due to BST's 
array of DSL loop types, the ordering process, and the limitation 
of ALEC access to SL-1 voice grade loops. Additionally, BST's loop 
makeup systems preclude Data ALECS from qualifying a single loop 
and t h e n  ordering that loop as a SL-1 voice grade loop. Finally, 
loops qualified and ordered by Data ALECs are not marked in some 
fashion to prevent them from being rolled to fiber. (Murray TR 
2637-2642)  

Witnesses Murray and Riolo opine that ALECS need t o  be able to 
locate and reserve, using BST's loop makeup data, loops that meet 
t h e i r  individual technical specifications. (Murray TR 2581-2582; 
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R i o l o  TR 2 2 7 0 - 2 2 7 5 )  ALECS then need the ability to order t he  loop 
they choose, without the various array of BST’s loop products, 
(Murray TR 2582) If this were permitted, the only thing needed to 
distinguish between a voice loop and a DSL loop would be an 
identifier in BST’s records t h a t  indicates t h a t  the loop is 
supporting an DSL service. (Riolo TR 2666) That way, DSL providers 
and their customers will not  be inadvertently rol led from a loop 
that supports DSL ( a l l  copper) t o  a loop t h a t  does not support DSL 
services, since t h e  XZjSL,”C ~ O G F  is not.ning more than an 1SEN ’loop 
spec i f ica l ly  identified as  being used to provide DSL services. 
(Murray TR 2 5 8 3 ;  Caldwell TR 1139) 

Additionally, witness Murray asserts that a single type of 2- 
w i r e  DSL capable loop without t h e  limitations on loop length should 
be offered by BST, j u s t  as Verizon and Spr in t  offer such loops in 
the  state. (Murray TR 2626, 2629) As support, witnesses Murray and 
R i o l o  opine that in a forward looking network, the facilities used 
to provide DSL services are identical or nearly identical t o  those 
used t o  provide voice-grade services. ( R i o l o  TR 2669-2673; Murray 
TR 2669) The witnesses f u r t h e r  note that BST’s witness Milner 
conf iwmed this when he testified, \\ I s ]  i c p i f  icantly, t he  same copper 
loops that are used to provide DSL services are also utilized to 
provide voice service to BST’s customers, as well as to other  
ALECS customers.” (Milner TR 2 6 6 9 )  For these reasons, the D a t a  
ALECS argue that, irrespective of BST’s DSL loop labels, DSL 3,oops 
a re  simple voice grade loops. (BR 20)  

a 

With t h e  exception of the IDSL loop t h a t  BST will provision 
over fiber, a l l  of BST’s other  DSL capable loops are defined by BST 
as all-copper and are distinguished - - unlike the same loop used 
f o r  voice - - according to loop length. (Murray TR 2493,  2495)  The 
Data ALECS claim t h a t  BST limits what services an ALEC can provide 
over the customer’s existing loop through i ts  DSL loop definitions. 
, I f  the  customer happens to have a loop that is 10 kft long, tha t  
loop could be labeled, according to BST’s loop products, a SL-1, an 
HDSL, a ADSL, or a UCL without any impact on how well t he  loop 
would support an ALEC’s DSL service. (Milner TR 228-231) However, 
if that same customer is 15 kft from t h e  central office, BST’s 
witness testified t ha t  BST will not sell, and ALECS cannot buy, an 
HDSL loop to that customer. (Milner TR 228-231) Nonetheless, the 
15 kft loop could be labeled SL-1, ADSL, or UCL and could be 
provided f o r  DSL services. (DA BR 21) 
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There is no additional cost whatsoever for identifying an ISDN 
loop as an IDSL/UDC loop. (Caldwell TR 1383) Just as the 
identification of a loop as supporting IDSL insures that the loop 
will be properly provisioned for IDSL services, the identification 
of a loop as supporting DSL w i l l  prevent t h a t  loop from being 
rolled to fiber. (TR 2583-2584) The Data ALECS assert t h a t  BST has 
Gffered no evidence showing that this cannot or should not be done. 
In fact, BST's witness C a l d w e l l  states that BST is already making 
this c - ~ e  of identificaticn of the X S L  le@-. (Caldweil TR 1139' J 

Thus, j u s t  as BST identifies IDSL loops as d i s t i n c t  from ISDN loops 
without a cost difference, witness Murray asserts that so should 
BST identify DSL capable loops as distinct f r o m  SL-1 loops without 
a cos t  difference. (TR 2582) 

Pricinq 

Witness R i o l o  argues that BST inflates the costs and prices of 
DSL loops by asserting t h a t  DSL services require a designed loop 
and other  support processes. (TR 2 6 6 4 )  Further, witness Riolo 
proffers t h a t  a DSL service requires the same basic loop as does a 
basic voice grade SL-1 loop. For this reason, witness Riolo 
recommends t he  prices for DSL-related rate elements be established 
at the same level as the corresponding pr ice  for  the element's 
unbundled voice grade loop element. (TR 2664)  

Witness Murray asserts that RST should offer a single t y p  of 
2-wire DSL-capable loop with the same recurring costs and pxices as 
t h e  Commission-adopted cos ts  and prices for a nondesigned SL-1 
voice-grade loop. (Murray 2477-2478) A 4-wire DSL-capable loops 
should be offered with t he  same recurring costs and prices as the 
4-wire basic loop price. (TR 2497) Witnesses Riolo and Murray 
argue t ha t  BST should model the DSL-capable loop the same as a non- 
designed SL-1 voice-grade loop, based on their assertion that an 
all-copper DSL-capable loop is no different from a voice-grade 
loop. (Murray TR 2499; R i o l o  TR 2664) Additionally, t he  recurring 
costs and prices f o r  ISDN-capable loops should be the same as the 
recurring c o s t s  and prices f o r  SL-1 loops, plus an increment to 
account for t h e  higher cost of an ISDN card as compared to a POTS 
card. The increment should reflect t h e  cost of the  card, weighted 
by t he  percentage of loops that BST would provision over fiber 
feeder in its forward-looking network architecture. (Murray TR 
2111-2112, 2478)  
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BST's proposed prices for ADSL compatible loops and UCL-Short 
loops are essentially the same. Witness Murray explains that 
through discovery, BST confirmed that '\ [t] he recurring cos ts  are 
identical [ for  elements A.13.1 and A.6.11 and both cost elements 
are treated identically in t h e  BSTLMO f o r  development of recurring 
costs." (Murray TR 2493) Further, witness Murray no tes  t h a t  BST's 
proposed prices for ADSL loops and UCL-Short loops are essentially 
the same and BST confirmed that "[tlhe recurring costs are 
iaencical [Cor elements A. 13.1 aiiti A .  d - ij 7.i-d bc.th cost elements 
are treated identically in the BSTLMO for development of recurring 
c o s t s . "  (TR 2493)  

Witness Murray asserts that BST has based its proposed 
recurring charges for a variety of "flavors" of DSL-capable loops 
on cost  studies that assume an all-copper network architecture. 
(Murray TR 2493) T h i s ,  she argues, assumes the provisioning of a l l  
loops on copper feeder, regardless of length. Witness Murray 
argues that this is not t h e  network architecture that BST deploys 
today, much less the network architecture that the company plans to 

- - -  
deploy in the future. (TR 2493) 

Witness Murray agrees t h a t  loop length is an important input 
underlying any loop cost study because costs for all loop types 
vary, a t  least to s o m e  degree, based on loop length- However, 
witness Murray' asserts t h a t  DSL-capable loops are r i o t  unique in 
this respect. BST's proposal to sing]-e out DSL-capable loops for 
what is, in effect, deaveraged pricing based on loop length is 
unduly discriminatory. (Murray TR 2495)  

Witness Murray notes that BST's proposed r e c u r r i n g  price for 
a UCL-Long loop is $52.66, almost three times its proposed price 
for a UCL-Short loop, $18.13. Witness Murray asserts that this 
pricing scheme effectively restricts DSL providers to buying loops 
under 18 kft because t h e  price of a longer loop is so high. 
Witness Murray argues that the price differential does not 
reasonably reflect the higher cost t h a t  BST would experience to 
make available all-copper loops over 18 kft to DSL providers. (TR 
2497-2498) 

According to witness Murray, BST's UCL-Long cost  study 
purports to measure the weighted average cost for1 an all-copper 
configuration for all loops in i t s  network over 18 kft long. Given 
the current technology, however, D a t a  ALECS cannot use many of the 
long all-copper loops that BST has modeled because the practical 
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length limit for providing DSL-based services over all-copper loops 
today generally does not exceed 21 kft. (TR 2496) In f ac t ,  witness 
Murray asserts that the  majority of all-copper loops over 18 kft 
that competitors would like t o  obtain to provision DSL services may 
be only slightly over the 18 kft limit BST uses to distinguish 
between the  proposed UCL-Short and UCL-Long elements. (TR 2496) 
Accordingly, witness Murray argues that there is no cost basis for 
charging a competitor buying an 18,050-foot-long loop almost three 
times as m f i c h  as a ccjmrjetitor bily-ing d lsop L h ~ t .  is only 50 I ee t  
shorter. (Murray TR 2495-2496) 

Witness Murray a l s o  notes that BST' s proposed statewide 
average recurring charge for UCL-Short loops, $18.13, is greater 
than its proposed recurring charge for voice-grade loops, $17.88, 
even though the voice-grade loop price applies to loops of a l l  
lengths, not j u s t  the  less costly loops under 18 k f t .  (TR 2497) 
Even a f t e r  paying a substantial nonrecurring charge for 
"conditioning," witness Murray asserts that a DSL competitor would 
s t i l l  have to pay BST a higher recurring charge than another 
competitor would have to pay f o r  the same loop as an unconditioned 
voice-grade loop. (Murray TR 2497-2498)  

Regarding BST's UDC loop, witness Murray explains t h a t  she is 
unable to comment because BST did not provide a definition of this 
element and did not explain how t h e  UDC loop differs from an ISDN- 
capable loop, if at all. However, witnesses Murray and Riolo 
assert that it appears that a UDC may be used to provide IDSL 
services, (Murray TR 2582; Riolo TR 2773) Because the plug-in card 
required €or ISDN service provided over fiber/DLC is more expensive 
t h a n  the plug-in card required to support basic voice grade 
service, witnesses Murray and Riolo a s s e r t  t h a t  recurring charges 
f o r  ISDN/UDC loops should be set at the recurring charge for SL-1 
basic loops, p lus  an increment t o  account for t h e  higher cost of an 
ISDN card at the remote terminal as compared to a POTS card, 
weighted by the percentage of fiber feeder in the forward-looking 
network. {Murray TR 2583; R i o l o  TR 2774) Furthermore, witness 
Riolo explains t h a t ,  j u s t  as with ISDN loops, it is not necessary 
to "design" UDCS. (Riolo TR 2774; Murray TR 2583) 

Witness Murray concludes that  2-wire DSL-capable loops should 
be priced at t h e  2-wire basic voice-grade loop price and four-wire 
DSL-capable loops should be priced at t h e  four-wire basic loop 
price. (Murray TR 2497)  Additionally, BST does not need to design 
DSL c a p a b i l i t i e s  into t h e  loop. (Murray TR 2499; R i o l o  TR 2 7 2 3 -  
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2725) Further, the Commission established ra tes  for DSL capable 
loops should not be driven by the length or by the particular DSL 
technology that t h e  ALEC will deploy over that loop. Rather, the 
Commission should establish rates for the single, non-distance 
sensitive, non-technology sensitive, DSL-capable loop. (Murray TR 
2582) 

Finally, the Data ALECS c r i t i c i z e  BST for not proposing rates 
fc:- DS3 c a p a d s  loops in line with the ALECS' proposs!l. to disregard 
loop length or the DSL technology the ALEX intends to deploy. 
(Murray TR 2477-2478, 2491-2500 ;  Riolo TR 2670-2676)  The ALECS 
argue t h a t  despite t h e  fact that BST has been on notice since 
January 2 0 0 0  that t h e  definition of an DSL capable loop was an open 
issue in this proceeding, BST simply assume that its distance- and 
technology-sensitive definition was appropriate and m a d e  no attempt 
to generate rates based on an ALEC proposed definition. In fact, 
as noted in the D a t a  ALECS' B r i e f ,  the BST UNE product manager did 
not inform the  BST cost  team of the definition of DSL capable loops 
that ALECS desired. (Caldwell TR 1336-1340; Latham TR 1866-1867; BR 
27) Accordingly, the cost team did not price t h a t  offering. 
(Caldwell TR 1337-1340) 

Conc lus ion 

TO recap, all par t ies  appear to agree that, at l ea s t  fo r  the 
present, DSL technologies are  provided predominantly over an all- 
copper loop. However, as the. parties have noted, provisioning over 
DLC systems is on the horizon. In fact, although not in the  
record, staff notes t h a t  the FCC recently released an order on line 
s h a r i n g  where the requirement to provide line sharing applies to 
t h e  entire loop, even where t h e  incumbent has deployed fiber in the 
loop. 

, ~egarding the Data ALECs' allegation that DSL loops are the 
same as voice grade SL-1 loops, staff notes the testimony by BST 
and the Data ALECs t h a t  an SL-1 loop is a voice-grade loop t ha t  is 
not effected by the presence of a DLC. However, a DLC may disrupt 

FCC Order 01-26 (Third Report and Order on Reconsideration 
in CC Docket No. 98-147, Fourth Report and Order on Reconsideration 
in CC Docket NO. 96-98, Third Further Notice of Proposed Rulemaking 
in CC Docket No. 98-147, S i x t h  Further Notice of Proposed 
Rulemaking in CC Docket No. 96-98), released January 19, 2001. @ 
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DSL service. F o r  t h i s  reason, staff believes t h a t  the D a t a  ALECs' 
theory of "a loop is  a loop" is not appropriate. I f  it were, t h e  
presence of a DLC would have no effect on t h e  DSL service. 

The Data ALECs asser t  t h a t  there should be no distinctions 
among DSL loops since the service requires nothing m o r e  than an SL- 
1 voice grade loop, either all copper or a fiber-fed loop with the 
appropriate plug-in electronics. Additionally, the ALECs argue 
t1-,als with the electrunic azczss to i ~ ~ p  makeiip i i i f c r ~ t a t ~ 3 ~ - -  thaE 3ST 
will be providing shortly (as discussed in Issue 11) t he  ALECs, 
r a t h e r  than BST,  should judge the suitability of a given loop €or 
DSL service. (Murray TR 2 5 6 8 )  The Data ALECs also assert t h a t  once 
the  loop is identified through the loop makeup process, they  should 
be able to reserve t h a t  loop and order it as a simple voice grade 
SL-1 loop. This is a risk t he  ALECs are willing to take ra ther  
than paying the expense of purchasing a designed loop. They assert 
that there is no need nor desire f o r  a DLR, t e s t  poin ts ,  or t he  
order coordination that are  provided with a designed loop. 
Further, the Data ALECs proffer that a data ALEC should be allowed 
to provision any DSL service over any given  loop. The risk . for 
whether that service works correctly should be theirs. Finally, 
the D a t a  ALECs assert t h a t  t h e  voice grade loop they purchase 
should be tagged in some fashion so as to guarantee t h a t  it will 
not be rolled over t o  fiber. (Murray TR 2636-2637) 

BST offers  a variety of DSL loops whose costs it asserts are 
distance-sensitive. This is i l l u s t r a t e d  in BST's proposed prices 
of $13.84 f o r  an HDSL loop, $16.17 f o r  an SL-1 loop, and $17.56 for  
an ADSL loop. (EXB 92 (AJV-I)) Since the SL-1 loop price is not at 
issue at t h i s  time, s t a f f  believes that intuitively, it makes 
sense for t h e  HDSL loop to be priced l o w e r  than the SL-1 and ADSL 
loops, given that the HDSL loop has the shortest loop 
characteristics. 

BST's various flavors of offerings appear to address all DSL 
technologies available today for which ALECs have requested. BST 
opines that it offers DSL loops as designed loops to ensure the 
loops work the way the ALEC has requested through t he  ordering 
process. 

S t a f f  believes that the UCL-Long as BST has proposed makes 
very l i t t l e  since. The UCL-Long is defined in the cost study as 
having an unlimited loop length. The question t h a t  begs asking is 
who would buy a 42,000 foot loop? BellSouth s ta tes  the Data ALECs 
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have asked for this "unlimited length" loop and yet also s t a t e  that 
no DSI; technology could be deployed over such long loops. 

Staff agrees that the ALECs, r a t h e r  than BST, should determine 
and take t he  responsibility for the DSL service being provisioned. 
Many comments were made regarding DSL service being provisioned 
over a hybrid copper/fiber loop. Certainly, t h e  Data ALECs view 
this technology as one worthy of an UNE status. On the other hand, 
Ehexi; -is nc. recurd evidence i i i  ciiis proceeGing to EEL rates f z I r  a 
hybrid copper/fiber xDSL-capable loop. There is insufficient 
evidence regarding the specific components of t he  copper/fiber 
loops such as line cards, vendors, cost e t c .  Therefore, the only 
rates for mSL-capable loops that can be set i'n this proceeding are 
f o r  all-copper xDSL-capable loops. Staff's recommended recurring 
and nonrecurring rates for all-copper xDSL loops, reflecting 
staff's various recommended adjustments, are shown in Appendix A. 

Notwithstanding t h e  above, s ta f f  believes BST is obligated, if 
technically feasible, to provide hybr id  copper/fiber xDSL-capable 
loops to Data ALECs. For this reason, s t a f f  recommends that BST be 
required to submit a cost study for hybrid copper/fiber xDSL- 
capable loops within 120 days from t he  order in this proceeding. 0 

Staff notes t h a t  witnesses repeatedly stated that D a t a  ALECs 
have no need or desire for a designed loop; for example, there is 
no need f o r  a DLR, test points, or order coordinat.ion. Witness 
Riolo states that all xDSL-capable loops should be nondesigned 
loops except f o r  a guarantee that the selected and ordered loop 
will not be rolled t o  another facility, such as fiber. (TR 2644) 
It is s t a f f ' s  understanding t h a t  t hese  capabilities are reflected 
in BST's nonrecurring charges for certain xDSL loops. S t a f f  sees 
merit in BST attempting to offering a product the  D a t a  ALECs 
desire. To this end, s t a f f  recommends that BST be required to file 
modified versions of its xDSL nonrecurring cost s tud ie s ,  which 
exclude 1) the  DLR, 2 )  a test point, and 3) order coordination. 
The intent of this required study is to be able to set r a t e s  for a 
menu of provisioning options - - L e . ,  f o r  each of these options 
separately. As noted above, although the Data ALECs want a 
nondesigned xDSL-capable loop, they also want a guarantee that t he  
loop will not be rolled to another facility. Staff recommends t h a t  
BST submit a proposed charge, if any, fo r  t h i s  feature, Staff 
recommends that these nonrecurring items be provided in conjunction 
w i t h  the aforementioned hybrid copper/f iber recurring cost study 
wi th in  120 days of the date of the order i n  this proceeding. The @ 
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revised model should explicitly model the costs of hybrid 
fiber/copper xDSL-capable loops and incorporate a l l  Commission 
approved adjustments as a r e s u l t  of this recommendation, breaking 
out  t he  additive costs for t e s t  points, DLR, and t h e  guarantee t h a t  
t h e  loop will not  be rolled to fiber. Thereafter, an expedited 
hearing should be scheduled to address whether revisions and true- 
ups are  warranted to the  DSL rates t h e  Commission sets in this 
instant proceeding. The filing of these studies should include a l l  

source data for the ra tes ,  and a clear identification and listing 
of all input values. 

- - -  ~ e i i S o u t k .  ~ ~ S i l K i p t i o n S  used in &:v~:iopiiig each rate, ~ ~ h e  bas is  sild 
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ISSUE 3 ( b ) :  Should a cost stud: for xDSL-capable loops mal e 
distinctions based on loop length and/or the particular DSL 
technology to be deployed? 

RECOMMENDATION: See staff's recommendation in Issue 3 ( a ) .  (Lee) 

POSITION OF PARTIES 

BELLSOUTH: Bec.,ilise tile cos t  of provisioning xL)SL capabie loops is 
a function of both the loop length and t he  particular xDSL 
technology to'be deployed, it is appropriate f o r  a cos t  study for 
XDSL capable loops to recognize these factors in developing costs. 

DATA ALECS: No. The Commission should adopt c o s t s  f o r  all loops, 
including xDSL capable loops,  that reflect the efficient 
provisioning of such loops in a forward-looking network 
arc:.iitecture. In a forward-looking network, a cost study fo r  xDSL- 
capable loops should not make distinctions based on loop length or 
on the particular xDSL technology to be deployed. 

FCCA ALECS: Adopt the positions of Covad, B l u e s t a r ,  and Rhythms 
Links as their positions on Issues 3(a )  and (b). 

SPRINT: Other  than t he  1 - 8 , O O O  feet distinction and the  need for 
conditioning, a cost  study for xDSL-capab-le loops need not make any 
suck: distinction. 

TIME WARNER: Time Warner does not take a position on t h i s  issue. 

STAFF ANALYSIS: See  staff's analysis in Issue 3 (a) . 
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ISSUE 4 ( a ) :  Which subloop elements, if any, should be unbundled in 
this proceeding, and how should prices be set? 

RECOMMENDATION: BellSouth should be required to unbundle the 
following subloop elements, consistent with the FCC's Third Report 
and Order: Network Interface Device, Sub-Loop Feeder, Sub-Loop 
Distribution, Intra-building Network Cable, Network Terminating 
Wire, and unbundled sub-loop concentration. Prices should be set 
as determined by the  Commission's rulings on Issues 4 ( b j , 7  and 8 .  
(Watts) 

POSITION OF THE PARTIES 

BELLSOUTH: BellSouth should be required to unbundle subloop 
elements consistent with t h e  FCC's T h i r d  Report and Order. Prices 
for unbundled subloop elements should be established using the same 
cost methodology used for other unbundled network elements. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: (a) The subhop elements which must be unbundled are 
a11 those listed in Attachment 1. Prices should be set based on 
t h e  use of the most current telecommunications technology present ly  
available and the most economically efficient configuration. 

* 
SPRINT: No position. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: 

THE FCC'S POSITION ON SUBLOOP ELEMENTS 

The FCC defined subloops as "portions of the loop that can be 
accessed at terminals in the incumbent's outside plant." (FCC 9 9 -  
2 3 8 ,  7206) It preferred adopting a broad definition f o r  t he  subloop 
in order to allow requesting carriers 'maximum flexibility to 
interconnect t h e i r  own facilities" and to ensure that the 
definition w i l l  apply 'to new as well as current technologies." 
(FCC 99-238, 7207)  Also, the FCC specifically found that  access to 
subloops "will facilitate rapid development of competition, 
encourage facilities-based competition, and promote the dg-ployment 
of advanced services." (FCC 99-238, 7207) 0 
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BELLSOUTH'S OFFERING OF UNBUNDLED SUBLOOP ELEMENTS 

BellSouth witness Milner defines subloop elements as "the 
individual elements that make up t he  entire loop that extends from 
the BellSouth central office to the demarcation point between 
BellSouth's network and t h e  inside wire at the  end user customer's 
premises. I' (TR 233) Various BellSouth witnesses describe 
BellSouth's specific subloop element offerings, which consist of 
~ u b - ~ o c s p  r't=ecitl~- {USL-F: Subi;oop D i s t r i b u t i o n  idSL-Dj,  Intra- 
building Network Cable (INC), Network Terminating Wire (NTW), and 
unbundled sub-loop concentration ( U S L C ) .  (Caldwell TR 115-116; 
Milner TR 234-237; Varner  TR 5 3 - 5 5 )  

Specifically, BellSouth proposes to make available and has 
developed costs  for six categories of unbundled subloop elements. 

Sub-Loop Feeder (USL-F) , a l so  referred to as t h e  "first mile", 
is t h e  first section of cable leaving a BellSouth central office 
headed towards a customer's premises. (TR 234) 

Sub-Loop Distribution (USL-D) facilities are known as the 
"last mile" t o  a customer's premises. Copper pairs of the loop 
feeder are individually cross-connected to pairs in smaller cables. 
These smaller cables disperse cable pairs and/or loop transmission 
channels from the loop feeder cables. (TR 235) 

The Network Interface Device ( N I D I  s e r v e s  as a connection and 
demarcation point between BellSouth's loop facilities and the 
customer's facilities (inside wire). (TR 236) 

Intra-buildins Network Cable (INC), also referred to as "riser 
cable", is found in multi-story buildings and is the part of 
BellSouth's loop facilities extending from a cross-connect terminal 
"at, or close to, the entrance point  of t h e  distribution cable." 
INC typically connects to Network Terminating Wire in a wiring 
closet prior to final termination at t h e  customer's NID. (TR 236)  

Network Terminatins W i r e  (NTW) is unshielded twisted copper 
wiring that provides t h e  transmission path between distribution 
cable or INC, and is the pdin t  where the network branches out to 
serve individual customers. (TR 116, 237) 

Unbundled Subloor, Concentration (USLC) elements allow ALECs to 
\\concentrateN their loop distribution elements on to multiple DS1s 
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and to connect t h e  loop distribution elements (at a concentrated 
level) to BellSouth's feeder facilities. BellSouth will then 
transport t he  DSls carrying t h e  distribution circuits back to the 
serving wire center fo r  termination on a BellSouth DSXL block and 
t o  the ALEC's collocation space. (TR 116) 

BellSouth witness Varner states that FdlSouth's subloop 
element offerings are consistent with the requirements set forth in 
L Lilt I- FCC'S Thira Regr3rt arid <::der 2nd "are more than sciflcieilt to 
allow an efficient carrier a meaningful opportunity to compete. 
(TR 55) He states that it is unnecessary f o r  t h e  Commission to 
require any subloop elements beyond what the FCC currently 
requires. ( T R  5 5 )  Witness Vawner also points out that should the 
Commission choose to consider imposing additional subloop 
unbundling obligations on BellSouth, the FCC noted that Section 
251(d) ( 3 )  of the Act grants s t a t e  commissions such authority as 
long as t h e  "necessary and impair" standard is applied as required 
by FCC rule 51.317. (TR 56)  

S t a f f  notes that no party submitted testimony requesting tna t  0 BellSouth's offering of subloop elements be expanded. 
Additionally, the FCC' s approach to subloop unbundling "permits 
evaluation of the technical feasibility of subloop unbundling on a 
case-by-case basis, and takes into account the different loop p lan t  
t h a t  has been deployed in different s ta tes . "  (FCC 9 9 - 2 3 8 ,  9224) The 
FCC a l s o  states that 

. . . issues of technical feasibility are best determined 
by state commissions, because s t a t e  commissions can 
examine the incumbent's specific architecture and t he  
particular technology used over the loop, and thus 
determine whether, in reality, it is technically feasible 
to unbundle the subloop where a competing carrier 
requests. (FCC 99-238, 1 2 2 4 )  

Therefore, s t a f f  recommends that BellSouth's proposed list of 
subloop elements be accepted. The FCC's order permits state 
commissions to revisit subloop unbundling as necessary; therefore, 
nothing prohibits the FPSC from revisiting subloop unbundling 
issues as technology changes occur and new issues arise. 
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PRICING OF SUBLOOP ELEMENTS 

BellSouth witness Varner simply states that prices for  subloop 
elements be set using “ t h e  same methodology used for other 
unbundled network elements. ” (TR 56) BellSouth witness Caldwell 
filed cost studies and testimony regarding BellSouth’s cost 
methodology. (TR 5 6 )  

r”CLX ALEC w i t l e s s  K i i i g  p r u v ’ ~  led c k i e  most t e s t i m o l l y  reycrxdiny 
pricing issues for the ALECs.  However, this testimony focuses 
primarily on the pricing associated with accessing subloop elements 
more so than the elements themselves. This topic is addressed 
thoroughly in Issue 4 ( b ) .  

Therefore, staff recommends that the prices for unbundled 
subloop elements be set in accordance with the assumptions and 
inputs ruled on by t h e  Commission f o r  Issues 4(b),7 and 8. 
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ISSUE 4 ( b ) :  How should access to such subloop elements be 
provided, and how should prices be set? 

RECOMMENDATION: Access to the subloop elements should be provided 
in the manner proposed by BellSouth via an access terminal. 
However, parties should be required to submit proposals wi th in  120 
days addressing t h e  network reliability and security concerns 
expressed by BellSouth for approval and inclusion i n  
incerconnectlon agreements. (Watts) - 

POSITION OF THE PARTIES 

BELLSOUTH: Access to subloop elements should be provided via an 
Access Terminal as approved by this Commission in Docket No. 
990149-TP. The use of an Access Terminal reasonably balances the  
ALECs' need for access to subloop elements with the need to protect 
network re1 iabil i t y  . 
DATA ALECS: Adopt FCCA position. 

FCCA ALECS: Imposing t he  cost of additional equipment on a new 
entrants as BellSouth proposes is not competitively neutral and is 
unnecessary. BellSouth must provide a s i n g l e  point of 
interconnection, and the Commission should establish the UNE price 
that corresponds t o  t h i s  'less costly means of interconnection. 

SPRINT: NO position. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Access to unbundled subloop elements was of great 
importance to the parties. The primary argument involves 
BellSouth's requirement that ALECs access unbundled subloop 
elements by means of an intermediary access terminal, particularly 
when accessing Network Terminating W i r e  (NTW) and Intra-building 
Network Cable (INC) . 

THE FCC'S POSITION ON ACCESSING SUBLOOP ELEMENTS 

The FCC determined t h a t  ILECs must provide unbundled access to 
subloops where technically feasible and defined subloop elements as 
portions of the loop able to be accessed at terminals in the ILEC's 
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outside plant. (FCC 9 9 - 2 3 8 ,  Third Report and Order and Fourth 
Notice of Proposed Rulemaking in CC Docket No. 96-98, 1206)  An 
accessible terminal is defined as 'a point  on the  loop where 
technicians can access the wire or fiber within the cable without 
removing a splice case to reach the w i r e  or fiber within."(FCC 99- 
238, 11206) 

The FCC provided examples of technically feasible points 
ifici-iidirig. a F G i I l t  near zhe CiiSCGiiier prefiist..:s, sy-ch as the pole or  
pedestal, t h e  Network Interface Device (NID) or the minimum point 
of ent ry  to the customer premises (MPOE); the feeder distribution 
interface ( F D I ) ,  where t he  trunk line, or "feeder," leading back to 
the cent ra l  office, and the "distribution" plant, branching out to 
subscribers, meet, and "interface" and the main distribution frame 
in the incumbent's central  office. (FCC 9 9 - 2 3 8 ,  q206) 

Acknowledging that  its approach t o  subloop unbundling reflects 
today's network, t he  FCC noted that technology might develop that 
would render its approach 'too limiting" and would necessitate 
changes. (FCC 99-238, q227) The FCC further stated 

. . . For  t h a t  reason, we establish a further rebuttable 
presumption that, once one state has determined that it 
is technically feasible to unbundle subloops at a 
designated point, it will be presumed t h x  it is 
technically feasible for any incumbent LEC, i n  any other 
state, to unbundle the loop a t  the s a m e  point everywhere. 
(FCC 9 9 - 2 3 8 ,  11227) 

The FCC a l so  pointed out that i t s  approach permits evaluation 
of t h e  technical feasibility of subloop unbundling on a "case-by- 
case basis," and "takes into account the different loop p lan t  that 
has been deployed in different s t a t e s . "  (FCC 99-238,  9227) 

The importance of t he  role of s t a t e  commissions was also 
recognized with regard to determining issues of technical 
feasibility 

. . because state commissions can examine t he  
incumbent's specific architecture and t he  particular 
technology used over the loop, and thus determine 
whether, in reality, it is technically feasible to 
unbundle the subloop where a competing carrier requests. 
We also note that we are considering legal issues 
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regarding access to premises in the  A c c e s s  to Competitive 
Networks proceeding. (FCC 99-238, 1227)  

In the event that negotiations and disputes pertaining to 
space availability and technical feasibility of subloop unbundling 
arise and parties are unable  to reach an agreement pursuant t c  
voluntary negotiations, the ILEC will have the burden of 
demonst.ratuq ZCJ ~ i i e  s t a t e  t ha t  a lack U i  d v z i l i d c l r i e  s p c e  exists 01: 
that unbundling is technically infeasible i n  the context of a 
section 252 arbitration proceeding. (FCC 9 9 - 2 3 8 ,  1223)  

The FCC determined that t he  availability of a single point of 
interconnection will promote competition. Where no single point of 
interconnection exists t h a t  can be feasibly accessed by a 
requesting carr ier ,  the FCC directs parties "to cooperate in any 
reconfiguration of t he  network necessary to create one." (FCC 99-  
238,  y226)  If parties are unable to negotiate a reconfigured 
single point of interconnection at multi-unit premises, the FCC 
requires the ILEC to construct "a single point of interconnection 
that will be fully accessible and suitable for use by multiple 
carriers." (FCC 99-238, 7 2 2 6 )  Disputes regarding t h e  implementation 
of a single point of interconnection requirement, "including the 
provision of compensation to the incumbent LEC under forward- 
looking pricing principles"  shall also be subject to t he  section 
252 dispte resolution process. (FCC 9 9 - 2 3 8 ,  g226)  

0 

BELLSOWH'S PROPOSAL FOR ACCESSING SUBLOOP ELEMENTS 

BellSouth witness Milner asserts that "BellSouth is ,  and has 
been, providing sub-loop unbundling at technically feasible points 
of access." (TR 238) H e  f u r t h e r  states that BellSouth will provide 
access at such points of access per the FCC's UNE Remand Order, but 
points out t h a t  Bellsouth sought additional clarification from the 
FCC on t he  order. (TR 239) 

Witness Miher describes BellSouth's basic position regarding 
ALEC access to subloop elements: 

Because BellSouth's loop feeder, loop distribution, NTW, 
and INC constitute subloop elements, ALECs should obtain 
access to them in the same manner as it obtains access to 
any other network  element - -  by placing an order with 
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BellSouth and paying a just and reasonable price f o r  the 
element. (TR 2 3 8 )  

Witness M i h e r  explains that BellSouth's proposal that access to 
subloop elements be provided v i a  an access terminal is similar to 
the  manner approved by the Commission in Docket No. 990149-TP. (TR 
232) He a s s e x s  BellSouth's belief that the underlying issues in 
this docket are the same as in the MediaOne docket, "that is, 
sroviding an ALEC' iifiixindled access to tfie "tlier siii~-- 'LOOF 2iements 
while preserving network reliability and security. . . ." (TR 243) 

Although much of t h e  discussion in t h i s  issue focuses on 
accessing unbundled subloop elements in multiple dwelling units 
(MDUs) and multiple tenant units (MTUs), witness Milner states that 
"the considerations appl icable  to access to a sub-loop element are 
the same whether t h e  access point is at an MDU or at some other 
point in the network between an end-user's premises and the serving 
central office. Therefore, t h e  concept of an access terminal . I 

. by which an ALEC can gain access  to the unbundled sub-loop 
element provides an appropriate level of technical security for the 
networks of each company involved." (TR 232-233) 

BellSouth's method f o r  provisioning access to unbundled 
subloops is described in i t s  entirety in Section 6 of its Cost 
Study (EXH 9 5 ,  Section 6); staff has summarized t h e  procedues 
below. 

Accessing Unbundled Subloop Elements 

According to BellSouth's cost study documentation, an ALEC 
will provision a loop feeder system (including any needed 
concentration devices and cross-connection panels) or a loop 
distribution system (including drop/NJD and customer premises 
devices) within a reasonable distance of a BellSouth cross-connect 
device. The BellSouth cross-connect device could be located within 
a remote terminal, stand-alone cross-connect box, pole, pedestal in 
t h e  field or in t h e  equipment room of a building. The ALEC's cable 
must be of sufficient length to reach t he  existing BellSouth cross- 
connect device's splice point or termination point. BellSouth will 
terminate ALEC facilities in 25 pair increments. (EXH 95, Section 
6 ,  p.15) 

- 96 - 



@ DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

In order to connect with BellSouth's cross-connect device in 
the field, the CLEC must provide a cable from its feeder or 
distribution system to the BellSouth cross-connect device. 
BellSouth will terminate the CLEC cable to an existing cross- 
connect panel within t he  BellSouth cross-connect device. If the 
device has no spare cross-connect panels, t h e  CLEC will be required 
to pay special conxruction charges t o  "expand/replace t he  c ross -  
connect facility t o  accommodate the CLEC request." BellSouth will 
ficn czcss connect t n e  CL& Eeeder or  distriLaucioE facility to ,ne 
BellSouth unbundled sub-loop. (EXW 95, Section 6 ,  p.16) 

To connect w i t h  BellSouth's cross-connect device located in a 
building equipment room, BellSouth will install a cross-connect 
panel on which t he  unbundled sub-loop (USL) will be accessed. The 
CLEC will be responsible for delivering its feeder facility to t he  
cross-connect panel. BellSouth will connect the CLEC feeder 
facility to the cross-connect panel, then cross connect t he  CLEC 
facility t o  t h e  BellSouth USL. This will then provide a pathway 
from the CLEC's feeder or distribution system, through the 
BellSouth cross-connect device, to the  BellSouth loop distribution 
facility. The CLEC is responsible f o r  ensuring that its feeder 
system is connected to its switch. (EXH 9 5 ,  Section 6 ,  p.16) 

0 
BellSouth has identified t w o  subloop elements used 

specifically for the purpose of serving MDUs and MTUs - Network 
Terminating W i r e  and Intra-building Network Cable. Access to 
these two elements is where the majority of the discussion relating 
to subloop elements is focused in this proceeding. 

NETWORK TERMINATING WIRE 

As explained in Issue 4 (a), Network Terminating W i r e  ( N T W )  is 
unshielded twisted copper wiring used to extend circuits from a 
building entrance terminal or intra-building network cable (riser 
cable) to the customer's poin t  of demarcation. In MDUs and MTUs, 
NTW is the horizontal cable on each floor of a h i g h - r i s e  building 
a t  which the network branches out to serve individual customers. 
(Caldwell TR 116,1288; Milner TR 2 3 7 )  

Provisioning NTW may occur in either of what BellSouth refers 
to as the "Wiring Closet" scenario or the "Garden Terminal" 
scenario. 
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BellSouth explains in an interrogatory response tha t  a wiring 
c lose t  is typically found on each tenant floor i n  a multi-story 
building and contains  the cross-connect f i e ld  that is the i n t e r f a c e  
between NTW and INC. (EXH 61, p .  1 9 5 )  In t h e  "Wiring Closet" 
scenario, BellSouth will first cross connect unbundled NTW pairs 
from its own cross-connect panel to the access terminal designed 
for CLEC access to NTW inside t h e  wiring closet. T h e  CLEC will 
deliver and connect its central office facilities to the unbundled 
lJ:i;; p i r s  czi the access cernirizii. ( E X H  5 3 ,  Sectlioii U, p.3;)  

Garden terminals are generally found in garden or campus style 
MDUS/MTUS. Located e i t h e r  attached t o  a building or on a pedestal 
ad jacen t  to the building, a garden terminal is equipped with 
building entrance protectors and is the interface between outside 
plant cable and NTW. (EXH 61, p.195) In t he  "Garden Terminal" 
scenario, the ALEC will place its own garden terminal in close 
proximity t o  Bel lSouth 's .  BellSouth w i l l  install an access 
terminal near  i t s  own garden terminal, then connect the NTW pairs 
to t he  access terminal. Using t i e  cable from its garden terminal, 
t h e  CLEC will then connect its cable to the access terminal. (EXH 
95, Section 6 ,  p.31) 

According to witness Mifner, BellSouth will pre-wire a l l  t he  
pairs necessary to serve each facility i n  both scenarios. 
T h e r e f o r e ,  each cable p a i r  avsilable to -serve customers in a 
building appears both on BellSouth's terminal and on the access 
terminal. (TR 1941-1942) 9nce the NTW pairs are connected t o  the 
access terminal, a CLEC can access any available NTW pair serving 
each MDU/MTU unit unless BellSouth is using t he  pair to 
concurrently provide service. (EXH 95, Section 6 ,  p.31) 

-- I N T M B U I L D I N G  NETWORK CABLE 

Witness Caldwell explains i n  h e r  deposition that I n t r a -  
building Network Cable (INC) , a l s o  referred to as "riser cable," is 
found in multi-story (high rise) buildings and represents all the 
cable between t h e  equipment closet in t h e  basement of a building 
a l l  the way to the customer's demarcation point. (EXH 81, p .  189) 
INC typically connects to NTW in a wiring c l o s e t  p r i o r  to final 
termination a t  t h e  customer's NID. (Milner TR 236) Witness Milner 
provides a more descriptive explanation: 
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Intrabuilding network cable is that cable t h a t  you would 
see most often in multistory buildings, and it r u n s  from 
the basement to the  first floor, from the  basement to the 
second floor, from the basement to the fou r th ,  and a l l  
other floors, for example. (EXH 82, p . 5 6 )  

Similarly, witness Caldwell zgrees that BellSouth's offering of INC 
is "the whole amount of that cable from the basement all the way to 
bfi i f i&i-qi&L-al esnant .  " (.ilk iZ&g j L-hei-ef ore, TNC i f i c b i l z t ~ s  M ' i ' W .  

Access to INC will be provided at BellSouth's cross-connect 
device located in the building equipment room. BellSouth will 
install a cross-connect panel near  i t s  cross-connect device on 
which INC will be accessed. The CLEC will be responsible for 
delivering its feeder facility to t he  cross-connect panel. 
BellSouth will connect the CLEC feeder facility to the cross- 
connect panel, then cross connect the CLEC facility to the 
BellSouth INC. (EXH 95, Section 6 ,  p.17) 

The manner in which ALECs will actually "access" the necessary 
pairs to serve customers in t he  INC proposal differs significantly 
from t h e  NTW proposal. BellSouth w i l l  still build the access 
terminal. However, Bellsouth will not pre-wire such  terminal. 
Instead,  BellSouth will onlv wire t h e  necessary INC pairs requested 
from BellSouth's terminal to the ziLEC's access terminal uDon 
receivincy an order  f o r  INC from the ALEC. (Milner TR 1942) Witness 
Milner reiterates "we will prewire however many pairs the ALEC 
requests. What we will not do is prewire all of t he  pa i r s  of INC 
over to the access terminal." (EXH 82 ,  p -  105) As a point of 
clarification, witness Milner agrees that an ALEC either has to 
have a BellSouth technician come out every time it orders an INC or 
has to ask BellSouth to prewire I N C  in advance of having orders 
from i t s  customers. (EXH 82,  p .  105) 

According to witness Milner, it is impractical for BellSouth 
to pre-wire each INC p a i r .  

The garden apartment terminal . . . m i g h t  have 2 0  to 25 
loops terminated on it, thus making pre-wiring each NTW 
p a i r  to t h e  access terminal something t h a t  can be done 
with a reasonable effort. On t h e  o ther  hand, high-rise 
buildings may have hundreds or even thousand [sic] of 
p a i r s ,  which would make pre-wiring t h e  access terminal 
impractical. (TR 1942-1943) 
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W i t n e s s  Miher defends BellSouth's position, citing network 
security and reliability issues that may ar ise  with direct access 
to unbundled subloop elements: 

BellSouth believes that direct access by ALEC technicians 
could, intentionally or unintentionally, disrupt the 
service provided by Be1lSot:c.h to end user customers, 
including both BellSouth's and ALECs' end user customers. 
- Lhe ---- ~ ~ q u i z ? ' ~  that i'eacn c x n x -  rrtust be able ~a 
retain responsibility for t h e  management, control, and 
performance of its own network." (First R e p o r t  and Order 
in Docket 96-325 [sic], 7203) If allowed, direct access 
would render BellSouth incapable of managing and 
controlling its network in t he  provision of service to 
its and certain ALECs' end user customers. F o r  reasons 
of network reliability and security, BellSouth believes 
t h a t  direct access to its network facilities by ALECs is 
not in the best interests of the end user customer, 
whether t hey  be end user customers of BellSouth or t he  
ALECs. (TR 2 4 2 )  

Witness Milner then  describes BellSouth's experiences with direct 
access : 

We have, unfortunately, encountered a number of cases in 
t he  southeast where ALECs have caused problems by their 
direct access unauthorized by BellSouth tc our facility. 
. . . I can name you a number of cases where ALECs have 
decided for themselves to have direct access to our 
facilities. In some cases it's called [ s i c ]  service 
outages of o the r  customers. In o the r  cases, st i l l ,  it's 
caused due dates to be missed, because facilities t ha t  we 
thought w e r e  available turned out not to be available. 
(TR 2052) 

H e  also states t h a t  BellSouth has had significant problems with 
ALECs arbitrarily taking BellSouth's NTW in Tennessee and Georgia, 
and that BellSouth has had problems in Miami with a company that 
was not certificated a t  the time. (TR 2 0 8 8 )  

Witness Miher touches on what BellSouth perceives to be 
another potential threat that ALEC di rec t  access would have to 
network security. He explains that maintenance of INC records is 
more complex than the maintenance of NTW records. 
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. .  maintenance of INC cable records is more 
problematic . . . because, unlike NTW records, I N C  cable 
records are mechanized records not available at the 
access terminal. Keeping accurate records of what pairs 
are spare, working, or defective is critical to ensuring 
high quality service, both in provisioning new or 
additional customer lines and in repairing existing 
customers' service. NTW records consist generally as 
papci: tags cjn Ysch p a i r  of w 1 r E . s  thiat zxs present at t l - ~  
NTW garden terminal. A technician can usually determine 
t h e  use to which a particular pair is being put while on- 
site either via the tag or by electrically testing the 
NTW. However, such "intrusive testing" by electrically 
testing the NTW is not recommended because such testing 
cannot be done without interrupting existing line 
transmissions. Of course, such disturbances could 
quickly lead to end u s e r  dissatisfaction. (TR 1943) 

ALEC RESPONSE TO BELLSOUTH'S PROPOSAL 

AT&T/WorldCom witness Kahn serves as t he  primary witness for 
the ALECs on i s s u e s  pertaining to subloop unbundling. Witness Kahn 
asserts that BellSouth's proposal fo r  installing the 25 pair cross 
cannect panel and requiring cross connections to existing cross 
connect devices "flatly conflicts with t.hc FCC's UNE Remand order 
t h a t  calls f o r  a sinqle point of interconnection." (TR 2343) 

Witness Kahn f u r t h e r  s t a t e s  that BellSouth's proposal requires 
additional equipment to be paid for by ALECs while allowing 
BellSouth to maintain a direct connection to the existing basement 
terminals. She states that this approach 'is not  competitively 
neu t ra l  and does not, satisfy the FCC requirement for a single point 
of interconnection. 'I (TR 2343-2344) According to witness Kahn, 

ALECs should be allowed to cross connect directly to 
existing BellSouth basement terminal equipment. We 
recognize t h a t  in some cases, BellSouth may perform this 
function, although we believe that ALEC technicians 
should be allowed to perform the cross connections. (TR 
2349) 

Witness Kahn states t h a t  her  Exhibit BK-2 represents the 
appropriate method for accessing I N C  elements. (TR 2344) 0 
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On t h e  issues of network security and reliability, witness  
Kahn discusses a decision by t he  Georgia Public Service Commission 
(Georgia Commission) in its Docket No. 10418-U, addressing similar 
matters concerning MediaOne and BellSouth.3 Witness Kahn states 
that in i t s  order, t he  Georgia Commission concluded that 
appropriate procedures could be implemented t o  adequately address 
network security issues. (TR 2345) She also points out that t he  
Georgia Commission concluded that an ALEC may use its own 
technicians -LO perfzlixi t h e  ic t s rconnec t lons  zs ioilg &is tii.ilE: ALEC 
assumed full liability f o r  its actions and f o r  any adverse 
consequences that could result. (TR 2345) 

Coalition witness Mark Stacy also disagrees with BellSouth's 
concerns regarding network security. 

In preparing my testimony, I had t he  opportunity to speak 
with Sandy Fitchet, Jr. who is t h e  Vice President of 
Carrier Relations for CAIS Internet, a company t h a t  is 
related t o  Cleartel. Mr. Fitchet informed me that he 
spent over 17 years  in the telecommunications industry, 
including 3 years as a policy witness for GTE. Mr. 
Fitchet also informed me that C l e a r t e l ,  C A I S  and i t s  
related entities (hereinafter r e fe r r ed  to as "Cleartel") 
have directly connected its equipment to I L E C  INC i n  over 
1 0 0  MDUs across the country with absolutely nc~ security 
or network problems. Moreover, when a MDU customer 
switches services, it is a Cleartei technician t h a t  
provides t h e  connection, not a technician of an incumbent 
LEC t h a t  would need to be dispatched every time a new 
customer i n  a MDU requires service. (TR 3051) 

PRICING ISSUES 

The second portion of this issue asks how prices to access 
unbundled subloop elements should be set. Bel lSou th ' s  cost study 
assumes access to subloop elements via the intermediary access 
terminal ,  while  ALECs b a s i c a l l y  focused on t h e  notion that direct 

3This order is listed on staff's hearing Exhibit 60 as ''Georgia Public 
Sewice Commission Order, Interconnection Agreement B e t w e e n  MediaOne 
Telecommunications of Georgia, LLC and BellSouth Telecommunications, Inc.: Docket 
10418-U and in re: MediaOne Telecommunications of Georgia, LLC. v. BellSouth 
Telecommunications, Inc., 10135-U, December 21, 1999." 
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Includinq First 
.2.14 2-Wire Intrabuilding Network $3.87 $113.62 

A.2.15 4-Wire Intrabuilding Network $7 -32 $126.10 

A.2.17 Sub-Loop - Per Cross B o x  $711.78 

Cable (INC) 

Cable (INC) 

Location - CLEC Feeder 
Facility Set-Up 

Location - Per 25 P a i r  Panel 
Set-Up 

Equipment Room - CLEC Feeder 
Facility Set-Up 

Equipment Room - Per 2 5  P a i r  
Panel Set-Up 

Location - CLEC Distribution 
Facility Set-Up 

Wire INTW) DPT Pair 

-- 

A.2.18 Sub-Loop - Per Cross Box $45.28 

A.2.19 Sub-Loop - P e r  Building $333.44 

A.2.20 Sub-Loop - Per Building $109.85 

t 
A.2.21 Sub-Loop - P e r  Cross B o x  $711.78 

A.15.1 Unbundled Network Terminating $0.4555 $65.35 
* 

access would be much less costly. Much of the testimony addresses 
the manner in which BellSouth has categorized NTW and INC and how 
it impacts access pricing. 

Additional 
$36.3 

$ 4 8 . 8  

BellSouth's Pricing fo r  Unbundled Subloop Element Access 

BellSouth witnesses Caldwell and Varner discuss pricing issues 
iI-1 tklia proceedilly . 'w'iifiesc: V d r r l c r  d s s e r L s  thdt iile prices Zor 
unbundled subloop elements should be established using t h e  same 
cost methodology used for other unbundled network elements. 
Recommended prices for the subloop elements BellSouth makes 
available a re  found in Exhibit 92. (TR 5 6 )  Meanwhile, witness 
Caldwell explains t h e  cost studies BellSouth filed in support of 
what it deems to be the appropriate cos t  methodology. (TR 5 6 )  
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Witness Caldwell describes the cos ts  recovered in the 
recurring and nonrecurring rates for NTW and INC. As explained in 
Bellsouth's Cost Study documentation, recurring costs are the 
monthly costs resulting from capital investments deployed to 
provision network elements. Nonrecurring costs are one-time 
expenses associated with provisioning, installing and disconnecting 
an unbundled network element or combination. (EXH 95, Section 3, p -  
3) 

Witness Caldwell explains the recurring and nonrecurring 
charges per pair for unbundled NTW. The  recurring $ .4555  charge 
is composed of a maintenance expense and a subscriber line testing 

, expense. The nonrecurring $65.35 charge f o r  NTW reflects labor 
cos ts  associated with provisioning NTW and the cost of the  access 
terminal. (TR 1247) The cost of the access terminal is based on the 
average number of customers expected and is "spread over the users 
of that terminal." (TR 1286-1287) Witness Milner agrees that when 
an ALEC pays for NTW, it is paying through the nonrecurring rate 
the cost associated with t h e  access terminal; that is, \\the cost 
for the access terminal is prorated over the number of pairs of NTW 
that are present at that garden terminal." (EXH 82, p .  8 8 )  He also 
provides "the cost of the access terminal i tsel f  has been loaded 
onto t he  rate f o r  the NTW." (EXH 82, p. 88) 

Since BellSouth defines INC as including NTW, the recurring 
charges f o r  unbundled INC reflect the NTW components, plus the 
costs associated with the intra-building cable and distributioE 
terminal, and a building entrance terminal. The nonrecurring costs 
reflect the labor associated with provisioning unbundled INC. (TR 
1247) 

However, j u s t  as access to 1NC.differs from NTW, so does the 
pricing structure. While Bel7South has  developed a single 
nonrecurring charge f o r  NTW, it has established three nonrecurring 
charges for INC. Rate element A.2.14 is identified as "2-Wire 
Intrabuilding Network Cable" (A.2.15 is 4-wire INC) with a $3.87 
recurring charge and a $113 nonrecurring charge. 
R a t e  elements A.2.19 is "Sub-Loop - Per Building Equipment Room, 
CLEC Feeder Facility Set-Up", with a nonrecurring charge of $333.44 
and A.2.20 is "Sub-Loop - P e r  Building Equipment Room, Per 25 P a i r  
Panel Set-Up", with a nonrecurring charge of $109.85. (EXH 9 2 ,  p .  
1) As to rate element A.2.14, witness Caldwell notes "the point at 
which the ALEC gains access to BellSouth's intra-building cable is 
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not included in this calculation, but instead is included in 
elements A.2.19 and A.2.20." (TR 1247) 

When asked why there are t w o  additional rate elements f o r  INC, 
witness Miher explains: 

The difference goes back to the amount of cabling between 
Bellsouth's terminal and t he  access terminal t h a t  is done 
a ' ~  che time of the insthl laT. ic i i  cef the acczss terminai. 
In t h e  case of network terminating w i r e  in a garden 
apartment setting, all of the NTW pairs are cross- 
connected over to the access terminal at the outset. S o  
t h e r e  i s  never a reason to go back and w i r e  additional 
p a i r s  between BellSouth's terminal and the access 
terminal because they were all done a t  the ou t se t .  That 
is different from t h e  case of intrabuilding network cable 
because i n  that setting, as I mentioned earlier, j u s t  
because of the sheer  volume of those pairs  and the fact 
that these th ings  are inventoried in a mechanized system, 
BellSouth does not wire all of those across t o  the access 
terminal a t  the time we'provide unbundled access to INC. 
So in that case there  are s t e p s  along the way, and that's 
what these 2 5  pa i r  panels and CLEC feeders are meant to 
recover is the work t h a t  BellSouth does sor t  of in 
incremental fashion tha t  is appropriate for access to INC 
t ha t  are  not appropriate for access to network 
terminating wire. (EXH 8 2 ,  p .  99)  

Witness Milner points out that t h e  decision t o  prewire is an 
ALEC decision. He provides as an example t h a t  if an ALEC chose to 
have five of the  25-pair panels established at once, it could do 
so. If t h e  ALEC only wanted one, it would pay for  one. (EXH 8 2 ,  p .  
1 0 0 )  Witness Milner w a s  asked whether t h e  work done by dispatching 
t h e  BellSouth technician t o  set up t h e  25-pair panel is not 
included in the basic nonrecurring charge for t he  INC ra te  element. 
He responded, "I believe you're right, yes .  And, again, it real ly  
goes back to the point I made t h a t  with network terminating wire, 
we w i r e  all those pairs to t h e  access terminal at t h e  very first.'I 
(EXH 82,  p -  100) 

When questioned as to why the basic nonrecurring charge for 
INC is approximately twice t h e  nonrecurring charge for NTW i f  "the 
basic work to set up a 25-pair panel and the feeder facility is 0 
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represented in separate rate elements for I N C ,  " witness M i h e r  
responds, ' \ I ' m  not the one to answer t h a t ,  because I ' m  not s u r e  
what fill factors t h e  cos t  experts assumed and t h a t  so r t  of thing 
for the access terminals, so I j u s t  don't know." (EXH 82, p .  101) 

Witness Milner restates BellSouth's policy regarding I N C  as 
"we will prewire however many pairs t h e  ALEC requests. What we 
will not do is prewire all of t h e  pairs of INC over to the  access 
t e x u i i n a i . "  ;DAII 82, p .  105) FGLC.~.~E~, t k z  idtixss agreed when 
questioned t h a t  an ALEC either has t o  have a BellSouth technician 
come out every time it orders an INC or has  to ask BellSouth to 
prewire INC in advance of having orders from i t s  customers:  

. . .... 7 7  

That's right. And that is, you know, the ALEC's decision 
to either pay, you know, one time in anticipation and 
thereby avoid BellSouth having to dispatch multiple 
times, or to acquire, you know, more pairs on a prewired 
basis and minimize t h e  number of BellSouth dispatches. 
(EXH 82, p .  105) 

The cost of t h e  cross-connect panel for INC is borne entirely 
by the first ALEC that orders the I N C ,  wh'ile for NTW, the cost of 
the access panel is allocated on a per  l i n e  bas i s .  Witness Miher 
explains : 

Well, it is allocated on a per line basis, and J 
understand although I can't quote what the assumptions 
were, but it w a s  allocated on a per line basis with an 
assumption as to what the fill factor would be. So, yes, 
in Florida consistent with the  Commission's r u l e  that 
access terminals be dedicated for individual ALECs, 
rather than ,  let's say, the access t e rmina l  has  got 1 0 0  
terminals on it, rather than allocati.ng l / l o o t h  of the 
cost of t h e  access terminal t o  each NTW p a i r ,  there w a s  
a recognition t h a t  the actual fill on the access terminal 
would be something less than that, and so t ha t  w a s  plowed 
i n t o  the equation as to how the cost of t h e  access 
terminal would be allocated over the used NTW p a i r s .  (EXH 
8 2 ,  p .  106) 

Witness Miher also points out t h a t  ALECs have the option of 
deciding on t h e  number of INC pairs to be prewired when making 
their request. (EXH 82, p. 107) 
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Witness Caldwell was a l s o  questioned as to w h y  BellSouth 
established different rate structures f o r  NTW and INC. 

I think, i t ’ s  more of a rate structure approach. We came 
up with j u s t  a single-rate element f o r  NTW that picks up 
everything on a per-pair basis. It also has to do w i t h  
the f x t  t h a t  i n  NTW you prewire a repair [sic] to the 
access terminal and you do not necessarily do that - -  
&Afi a 1 ,  p -  i52) 

The cost study documentation shows t h a t  t h e  cos t  differences 
in NTW and INC arise from t h e  contrasts in access. BellSouth 
prewires a l l  NTW pairs on t h e  access terminal, but does not prewire 
all pairs in t h e  INC/highrise scenario. The ALEC delivers and 
performs t h e  connection of its central  office facilities to t h e  NTW 
p a i r s  on the access terminal. (EXH 95, Section 6 ,  p .  31) For INC, 
BellSouth installs a cross-connect panel (separate from its own 
cross connect device) on which INC will be accessed. When the ALEC 
delivers i ts  feeder facility t o  the  cross-connect panel, BellSouth 
performs t h e  t a s k  of connecting t h e  CLEC feeder facility to t h e  
cross-connect panel, then cross-connects the ALEC‘s facility to the 
BellSouth INC. (EXH 95, Section 6 ,  p .  17) 

0 
To illustrate ihe impact of the  proposed differing methods of 

access, s t a f f  imtes that witness Varner’s exhibits s h o w  that fo r  
NTW, an ALEC will pay a. recurring rate of $0.4555 per p a i r  and a 
nonrecurring rate of $65.35 per pair for NTW. ALECs are then able 
to access the same number of pairs available to BellSouth. (EXH 92, 
p -  4 )  In contrast, for 2-Wire INC, ALECs will pay a recurring 
charge of $3.87 and then a nonrecurring charge of $113.62. EXH 92, 
p . 1 )  H o w e v e r ,  these charges do not include the nonrecurring 
charges for the facility set up ( $ 3 3 3 . 4 4 )  and  the charge for 
installing the  25-pair access panel ($109.84). T h e  ALEC ends up 
paying over $500 in nonrecurring charges and still does not  have 
access to all t h e  pairs i n  t h e  building, unlike in t h e  NTW 
situation where the pa i r s  are a l l  prewired. (Caldwell TR 1289-1290, 
1298-1300) 

ALECs C r i t i c i z e  BellSouth’s Proposal 

AT&T/WorLdCom witnesses Kahn and K i n g  provide most of t h e  
ALECs, testimony on subloop access pricing. Along with Coalition 
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witness Stacy, t h e  ALEC witnesses make revisions to BellSouth’s 
cost studies under the assumption that direct access would be much 
less costly. 

AT&T/WorldCom witness Kahn states that BellSouth‘s claimed 
costs f o r  INC and NTW exceed forward-looking economic costs and 
otherwise conflict with the FCC’s UNE Remand Order and should be 
rejected. (TR 2340) Specifically, she opines that BellSouth‘s 
reqix’errient ‘‘*LO h ~ i i &  an addl-tiorial pane; r;dtly C G i l f  3 . :  czts wizh tne 
FCC‘s UNE Remand order that calls for a single poin t  of 
interconnection.” {Emphasis in the original] (TR 2343) Witness Kahn 
further asserts tha t  because BellSouth’s approach will allow it to 
maintain a direct connection to existing basement terminals, but 
denies direct access to ALECs, the proposal is not  competitively 
neutral. (TR 2344) 

Witness Kahn makes specific recommendations as to how 
BellSouth should be required to change its recurring and 
nonrecurring c o s t  studies. Staff notes that witness Kahn‘s 
proposed changes w e r e  designated as ”proprietary“ (EXH 133, pp. 12- 
13, 16-17, 1 9 - 2 0 ,  2 2 - 2 3 )  ; t h e r e f o r e ,  her recommendations will be 
discussed in general terms. INC changes are discussed first, then 
t h e  recommendations f o r  t h e  NTW cost  study. 

W x t n e s s  Kahn comments on the  investments BellSouth nas 
devised. She states that although she agrees tha t .  TNC investment 
is incurred, she a lso believes that BellSouth‘s investment is 
overstated and estimates the amount of alleged overstatement. She 
uses restated investments developed by witnesses P i t k i n  and Donovan 
for  F i e l d  Codes 1 2 C  and 5 2 C ,  citing that the rationale for their 
investment restatement is described in their testimony. (TR 2347) 

Although she s t a t e s  her belief that BellSouth has 
”drastically” overstated costs for building terminals, she 
indicates that BellSouth’s investment cannot be adjusted.  She 
states that the limited documentation provided by BellSouth 
indicates that BellSouth included two terminals in the building 
equipment room. “At this time we can only guess whether Bell’s 
existing terminal is t h e  building entrance terminal or the  building 
distribution terminal . ‘ I  (TR 2348) 

Witness Caldwell rebuts witness Kahn’s assumption that 
BellSouth included two t e rmina l s  in the building equipment room. 
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. . BellSouth does not include two terminals i n  the 
building equipment room element (A.2.20) . The input 
sheet t o  file FLUSL.xls reflects material costs that 
include one 25-pair connecting block, bridging clips, 
backboard, and wire guides. However, if Ms. Kahn is 
implying t h a t  BellSouth includes the cost of a terminal 
in the recurriiig cost associated with INC, then  she i s  
correct. This is BellSouth‘s terminal and t h e  one in the 
b i i - ld iny  equipment ~ U O X  is ~ h z  ALEC‘s p0iL-L af ZCIJF.;~, 

two separate items t h a t  are required thus, two costs. . 
. I (TR 1248) 

Additionally, during her deposition, witness CaldwelL clarifies the 
difference between t h e  building entrance terminal and t h e  building 
distribution terminal. She states that the building terminal 
(Field Code 12C) is t h e  first entrance or f i r s t  terminal 
reached i n  the building when cable is brought i n  from t h e  outside. 
She explains “That‘s why i t ‘ s  coded a s  12C, that’s the first print 
you would have on t he  plan. The 52C is going to be the terminal 
that‘s actually located on t h e  riser cable.” (EXH 81, pp. 190-191) 
She also s ta tes  ”The distribution terminal is located at t h e  end of 
t h e  riser cable.” (EXH 81, p .  191) Witness Caldwell was also asked 
during her deposition whether the distribution terminal is more or 
less the same kind of equipment as the bui lding terminal, or if it 
is j u s t  a smaller piece of equipment th3t exists on each floor of 
the  building. She responded ”Normally, that’s the  sit.uation.” (EXH 
81, p .  192) 

Witness Kahn makes f u r t h e r  recommendations for BellSouth’s INC 
recurring cost study. 

Our costing approach would correct BellSouth’s cost study 
by removing the investment assoc ia t ed  with additicnal 
equipment and cross connections that BellSouth does not 
incur when it provided access to riser cable for itself. 
As a matter of policy, ALECs should be allowed to cross 
connect directly to existing Bellsouth basement terminal 
equipment. We recognize t h a t  in some cases, BellSouth 
may perform t h i s  function, although we believe t h a t  ALEC 
technicians should be allowed to perform the cross 
connections. (TR 2348-2349) 
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Witness Kahn admits that in order to implement the single 
point of interconnection approach, replacement equipment or 
additional equipment may be required. However, she states that 
\\whatever the physical solution, additional charges could 
legitimately be included in monthly recurring charges for I N C  to 
accommodate t he  added functionality of being able to interconnect 
multiple carriers at a single poin t . "  (TR 2349) She also points out 
that this does not mean t h a t  additional equipment and costs 

cases, but states that such a possibility may exist. (TR 2349)  
Witness Kahn states that BellSouth's costing approach calls for 
ALECs to 'pay for f u l l y  duplicative, extremely underutilized 
equipment in monthly recurring rates, as well as pay f o r  unneeded 
cross connections by B e l l  technicians in non-recurring rates." (TR 

z s s a c k t e 6  with such e q u i p e i L z  ziix 1- E qui i-lE: d f ~ y  A,Z~LS i i i  r<!,2st 

2349-2350)  

Witness Kahn continues her description of t h e  recommended 
adjustments to BellSouth's recurring cost study. She s t a t e s  '\we 
would use the investments from the restated BSTLM run that Mr. 
Pitkin and Mr. Donovan referenced in their testimony ( p .  25) that 
reflect  installed material cos t  of building entrance terminal and 
intrabuilding network cable. " (TR 2350-2351) Basically, she 
discusses proprietary data and applies what she describes as "a 
corrected monthly expense factor" to the installed investment. (TR 
2350-2351) Next, she removes the mbscriber line testing expense 
and s ta tes  'we believe that a l l  testing would be done by the ALEC." 
(TR 2351) 

Next, witness Kahn describes the adjustments she would make to 
BellSouth's nonrecurring cost studies for INC. First, she 
recommends removing BellSouth's assumption t h a t  a BellSouth 
technician must perform all cross-connections and conduct a kurn-up 
test for a l l  cross connections at a building equipment terminal. 
She asserts: 

This is unnecessary and duplicative. The ALEC technician 
can make the connections and perform a turn-up test j u s t  
as readily as a BellSouth technician. Therefore, a l l  of 
the network activities identified in BellSouth's non- 
recurring cost study are eliminated. The only non- 
recurring work activity still remaining is associated 
with the service order for this UNE. (TR 2352) 
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She then states that the appropriate charge for this service order 
is $0.4316 for both 2-wire and 4-wire INC. (TR 2352) 

BellSouth rebuts Witness Kahn's assumptions that an ALEc 
technician can perform t h e  turn-up test, make the necessary cross 
connections and perform subscriber line testing. Witness Milner 
defends BellSouth's position and s ta tes :  

. . chis lis t h e  sart of l y i - v - i - i s i - v w s  pri;ictice exgi ic ic l j ;  
rejected by the Florida Public Service Commission in its 
Order No. PSC-99-2009-FOF-TP dated October 14, 1999 in 
Docket No. 990149-TP ("Mediaone Order") when it found 
that MediaOne had no r i g h t  to alter BellSouth's network 
without BellSouth's technicians being present. (EXH 61, 
pp. 198-199) 

Witness Kahn then addresses what she perceives as other 
problems w i t h  recurring charges for  NTW. She s t a t e s :  

. . . In principle, it is appropriate to charge f o r  the 
network cable expense, but it is unclear whether 
BellSouth applied appropriate depreciation lives, cost of 
the capital, e tc .  BellSouth must demonstrate t h a t  the 
appropriate forward looking inputs were used to  e s t a b l i s h  
the network cahle cos ts  and not fall back on embedded 
cos t  analyses. Since these :!&me charges a r e  included in 
the  calculation of intrabuilding network cable,. the same 
concerns apply t o  INC charges as well, (TR 2353-2354) 

Witness Caldwell refutes  witness Kahn's allegations. 

Ms. Kahn offers no support for her statement, which is an 
obvious attempt to raise concern where none is warranted. 
Depreciation ra tes  and cost  of capital inputs have been 
debated in Phase I of this docket. BellSouth will abide 
by t h e  Commission's ruling, t h u s ,  Ms. Kahn's point is 
moot. If she desired to review BellSouth's proposed 
inputs, the BellSouth C o s t  Calculator incorporates these 
values and are easily accessible. (TR 1249) 

. -  

AS to nonrecurring NTW charges, witness Kahn s t a t e s  that 
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the only appropriate nonrecurring NTW charge is the service 
ordering charge; this charge is described in AT&T/WorldCom witness 
Jeff King's testimony and is $0.4316. (TR 2 3 5 5 )  

Witness Kahn s t a t e s  t h a t  t h e  nonrecurring charge for 
additional garden terminals and cross connect panels is 
inappropriate because it v i o l a t e s  the FCC's requirement f o r  a 
single point of interconnection for use by multiple carriers 
iIiciG<iacj &zilScl~ith. She reiterates t he  p s i t i o n  t k t  in ~rzte;i- EO 
implement the single point of interconnection approach, additional 
or replacement equipment may be required - -  the charges for which 
could legitimately be included in monthly recurring charges for 
NTW. She s t a t e s  that t h i s  inclusion of additional cos ts  does not  
mean that they believe additional equipment is required for ALECs 
to interconnect to BellSouth in most cases. However, the inclusion 
of such costs  only  accounts f o r  t he  possibility t h a t  additional 
equipment may be required. She asserts that t h i s  approach "differs  
drastically from BellSouth's costing approach under which ALECs pay 
f o r  fully duplicative, extremely underutilized equipment in non- 
recurring rates" for "redundant garden terminals and cross connect 
panels in wiring closets." (TR 2 3 5 5 - 2 3 5 6 )  

In order to quantify her statement of "the extent of the 
duplication" in the equipment, witness Kahn uses an example 
assuming a 56% fill factor (higher than BellSouth's) and c a l c u l a t e s  
a new- monthly recurring ra te  of $0.1009. She states 

Clearly the underutilization of investment is built into 
the BellSouth non-recurring charge- Moreover, BellSouth 
assumed that an additional garden terminal would be 
constructed fo r  the  sole use of ALECs rather than 
assuming that the garden terminal would be shared by all. 
If the garden terminal were to be shared by all, 
BellSouth would have developed a monthly recurring charge 
. . . similar to what BellSouth included for the garden 
terminal in the establishment of a complete UNE loop. (TR 
2 3 5 6 - 2 3 5 7 )  

When questioned as to how disconnections would be handled in 
the event t h a t  AT&T acquires one of BellSouth's customers, witness 

explains : Kahn 

We would like for our technician to do it, but obviously 
we would contact BellSouth prior to our technician going 
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out and try to determine from BellSouth if there are 
s p a r e  facilities that w e  could terminate to, or whether 
w e  would actually have to use - -  the customer who wants 
t o  become the AT&T local  customer would have to use their 
existing terminal s t r i p .  (TR 2366) 

Witness King sums up t h e  theory behind t h e  changes made to 

single point of interface available . . . there should not be 
duplicative equipment placed" in order to provide a separate 
demarcation point fo r  the ALEC. (EXH 86, p .  53) H e  f u r t h e r  contends 
\\we have our own technicians that can go to these multiple dwelling 
units, and if there is a common interface we have the people that 
are doing the same work that Bell is trying to get us to pay for." 
(EXH 86 ,  p .  5 4 )  For four-wire I N C ,  he s t a t e s  "1 make t he  same 
assumption that the ALEC will do most of the work." (EXH 86,  p .  54)  
For NTW, he reiterates h i s  position. 

~ e l i ~ ~ ~ i s f i '  j COSL atur!ie:s. For INC, he x a t e s  "thzr t  should be 6 

YOU will not see any changes in the assumptions, just a 
structure change . . . . I believe a l o t  of the work that 
BellSouth has incorporated here is work associated with 
surveying a site, placing duplicate equipment. And my 
argument is t h a t  there is no need to place that 
equipment, so all work associated with Flacing that 
equipment is zeroed out. (EXH 86 ,  p .  6 2 )  

Coalition witness Mark Stacy also testifies on pricing issues. 
He states that based on his analysis, "BellSouth has proposed 
significantly over-inflated rates" associated with INC. (TR 3 0 3 5 )  

Witness Stacy argues against BellSouth's assumption that ALECs 
are t h e  cost causers of the access terminal and should pay for all 
actions and equipment necessary to access INC. He contends that it 
is BellSouth's security concerns that necessitate these costs .  
Therefore,  the Coalition feels t h a t  the Commission should,  a t  a 
minimum, require Bellsouth to share in the cos ts  associated with 
additional security. (TR 3 0 4 8 - 3 0 4 9 )  

Witness Miher disagrees with witness Stacy and states that 
ALECs are the  cost causers of the placement of access terminals. 
According to him, BellSouth does not benefit from the  access 
terminal; instead, the terminals are necessary to prevent 
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intentional or unintentional service disruptions by ALEC 
technicians. (TR 1940) 

Witness Stacy a lso  states that "charging every ALEC ' t h a t  
orders  a pair the full costs  of installing an access terminal, 
BellSouth may double and triple recover its costs,  particularly in 
MDUs where customers may switch their servi2e one at a time." (TR 
3048) He contends: 

Shockingly, BellSouth proposes not only charging the 
first CLEC that requires access t o  the I N C  t he  f u l l  costs 
of installation of an access terminal, but also charging 
each subsequent ALEC request f o r  a loop the  f u l l  costs 
associated with t h e  installation of an access terminal. 
(TR 3049) 

Witness Milner addresses witness Stacy's comments. 

BellSouth assesses the  charges associated with the 
installation of an access terminal only once and only a t  
the first request for access. Such charges would not be 
assessed again until the ALEC requests an a d d i t i o n a l  25- 
pair-panel, presumably when the first 25-pair panel is 
fully utilized. (TR 1941) 

Ee also corrects witness Stacy's statement t h a t  BellSouth will have 
to dispa tch  a technician t o  make cross connections for each new 
ALEC customer. He explains t h a t  BellSouth's procedure entails 
prewiring all NTW pairs, eliminating t he  need for dispatches. For 
INC, BellSouth wires the particular INC pairs requested from 
BellSouth's terminal io t h e  ALEC's access terminal. (TR 1941-1942) 

Witness Stacy proposes a method f o r  BellSouth to assess 
charges to ALECs for accessing INC and NTW; his proposal is based 
on the capacity actually used by the ALEC and based on the 
assumption that BellSouth will prewire an entire MDU. Therefore, 
"each time an ALEC places an order for a pair, BellSouth would 
place a separate access terminal into a MDU to which it would 
cross-connect all available pairs within t he  MDU." (TR 3 0 5 0 )  Then, 
all ALECs would use this access terminal as the single point of 
interconnection described by witness Milner. He s t a t e s  that t h i s  
scenario provides BellSouth with "absolu te  network security.,' (TR 
3050) 
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Witness Stacy also states t h a t  another benefit of prewiring an 
entire MDU is that if BellSouth prewires the access terminal, ALECs 
will not be required to await the dispatch of a BellSouth 
technician to connect the ALEC's network to its customer each time 
a new customer switches services. He states " T h i s  pre-wiring would 
result in cost savings to all parties, not just t h e  requesting 
ALEC." (TR 3052) He then describes h i s  adjustme:lts to BellSouth's 
costs. 

I have proposed rates that would require each carrier to 
share in t he  costs of constructing an access terminal 
based upon the  number of access lines or pairs each will 
utilize to access their customers. In other words, if an 
ALEC orders one pair, it should be charged 1 /25  of the 
costs currently proposed by BellSouth and should not be 
responsible for t h e  cost of t h e  entire facility (if an 
ALEC orders  three pairs, it would be charged 3/25  of the  
costs currently proposed by BellSouth). (TR 3052) 

Witness Milner responds to witness Stacy's concerns regarding 
t he  up-front cos ts  of access terminal construction. 

The access terminal provided by BellSouth f o r  which 
BellSouth is entitled to recover its  costs is dedicated 
to the requesting ALEC. Thus, there is no other ALEC 
from which BellSouth would be able to recover i ts  costs. 
Further, this Commission ordered BellSouth ta provide a 
separate access terminal f o r  ALEC access to unbundled 
sub-loop elements. Thus, contrary to Mr. Stacy's 
suggestion, pro-rating the cost  of the access terminal 
based on the capacity of the terminal (expressed in 
quantity of pairs) is not appropriate. Indeed, if Mr. 
Stacy's proposal were adopted, BellSouth would be denied 
t h e  recovery of its costs. {TR 1959) 

He further states that if the Commission found this rationale 
(sharing of an access terminal by multiple carriers) acceptable, 
BellSouth would comply, but that "there may need to be adjustments 
made to BellSouth's study for t h e  affected rate elements." (TR 
1951) 

ALECs argue that BellSouth's requirement of an intermediary 
access terminal violates the FCC's collocation r u l e s ,  which are 
referenced in the UNE Remand Order: e 
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MGC asserts,  and we agree, that our collocation rules, 
which we recently clarified in the Advanced Services 
First Report and Order, apply to collocation at any 
technically feasible point, from the l a r g e s t  central 
office to the most compact FDI. This is because our 
collocation rules concern methods and standards of 
obtaining interconnection and access to unbundleG network 
elements under section 251 of the Act, and t h u s  are not 
.Jil.2cted 2 -. c - 1  * \pee 35 -?-; 

ll221)  
LU U i y -  dliE L ~ F E  GL i 3 z L l l L > r .  . . . - I 

Witness Stacy asserts that "federal  law makes clear that ALECs 
should not be required to bear t h e  entire financial burden 
associated with provisioning a 25-pair panel each time it orders 
one pair." (TR 3048) He s ta tes :  

. In its UNE Remand O r d e r ,  t h e  FCC specificallv held t h a t  
its collocation r u l e s ,  as clarified in its Advanced 
Services First Xeport and grder ("Collocation Order") I 
are applicable t o  any technically feasible point  of 
interconnection, including any point  necessary t o  access 
subloops. In its Collocation Order, the  FCC found t h a t  
an incumbent LEC such as BellSouth was precluded from 
holding the first requesting ALEC responsible for the 
entire cost. of preparing a s i te ,  as BellSouth proposes 
here. Specifically,  the FCC stated that an inciimbent LEC 
"must allocate space preparation . . . and Gther 
collocation charges on a pro-rated bases so the first 
collocator in a particular incumbent premises will not be 
responsible for the entire cost of sight pweparati0n.I' 
In order  to ensure  that t h e  first entrant i n t o  an 
incumbent's premises does not bear t h e  entire cost of 
site preparation, the FCC s t a t e d  that an incumbent LEC 
must develop a system of distributing the cost by 
comparing the  amount of facilities actually used by a new 
entrant w i t h  t h e  overall expenses incurred in providing 
that facility. Importantly t h e  FCC recognized that, 
although a state Commission could adopt more stringent 
standards to ensure competition, at a bare minimum state 
Commissions must determine the proper pricing methodology 
to ensure  that incumbent LECs allocate site preparation 
costs among n e w  entrants. The pricing methodology I have 
proposed in this proceeding is fair, equitable, 
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nondiscriminatory, and d i r e c t l y  comports with the 
mandates of t he  FCC. (TR 3053)  

Witness Stacy refers to FCC Order 99-48, the First Report and 
Order and Fur ther  Notice of Proposed Rulemaking i n  the Matter of 
Deployment of Wireline Services Offering Advanced 
T:zlecommunications Capability in CC Docket No. 98 - 147. In this 
orde r ,  a l so  known as the  "Collocation Order", t h e  FCC stated in 
F=c 

Incumbent LECs may not require competitors to use an 
intermediate interconnect ion arrangement in lieu of 
direct connection to t h e  incumbent's network i f  
technically feasible, because such intermediate p o i n t s  of 
interconnection simply increase collocation costs without 
a concomitant benefit to incumbents. (FCC 99-48, 1 4 2 )  

However, s t a f f  notes that in i t s  March 17, 2000 decision4, the 
United States Court of Appeals for the District of Columbia Circuit 
vacated the aforementioned paragraph stating in p a r t :  

The sweeping language in paragraph 42 of the Collocation 
Order appears to favor the LECs' competitors in ways that 
exceed what is "necessary" to achieve reasonable 
"physical collocation" and in ways that may r e su l t  in 
wmecessary takings o f - L E C  property.  Once again we find 
t h a t  the FCC's interpretation of 5 251(c) (6) goes too far 
and thus "diverges from any realistic meaning of the 
statute. I' 

Since t h e  c o u r t  has disagreed with the FCC's decision, s ta f f  
believes that witness Stacy's application of the cited Collocation 
Order principles as the means to justify direct access t o  be 
invalid. 

Witness Stacy indicates t h a t  analogs to h i s  approach exist 
elsewhere in the TELRIC/TSLRIC studies for other UNEs. H e  states 
t h a t  ILECs generally deploy t he  feeder/distribution interface (FDI) 

4See staff's Exhibit 61, United States Court of Appeals f o r  the District 
of Columbia - GTE Service Corporation, et al., v. Federal Communications 
Commission and United States of America. 205 F.3d 416, 2000 U.S.App. LEXIS 4111 
(March 17, 2000). 
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between t h e  feeder and distribution terminals of their outside 
plant network and that the FDI terminals 

. provide enhanced network flexibility and 
maintenance opportunities that are similar (if not 
identical 1 to the enhanced security and network 
idiability advantages espoused by BellSouth with respect 
to t h e  construction of a separate terminal to be used for 
 cess LG X C .  For. exampis, when an ALEC purchases an 
unbundled loop, the ALEC pays only for the portion of the 
FDI used.by t h e  loop it is purchasing . . . . Similarly, 
each ALEC pays only for the labor expenses associated 
with cross-connecting t he  particular feeder pair and 
distribution pair that comprise the unbundled loop it  has 
purchases. (TR 3054)  

He states that this approach is fully consistent with the manner by 
which he is recommending that BellSouth recover expenses associated 
with placing a similar terminal within a MDU for purposes of 
connecting loop distribution and INC. (TR 3054) Witness Stacy 
s t a t e s  that the  UNE Remand Order made crystal clear t h a t  state 
commissions are required t o  pro-rate among a l l  ALECs the cost of 
collocation necessary to gain access to subloops. (TR 3 0 5 5 )  

Witness  Caldwell r e fu t e s  witness Stacy's contention t h a t  
BellSouth' .cj cost structure f0.r INC access violates t h e  FCC's 
Advanced. Services O r d e r .  

. . I The Advanced Services Order was designed to address 
fixed costs t h a t  could potentially benefit multiple 
carriers, including ALECs and the incumbent. Access 
terminals for I N C  are dedicated to a particular ALEC. 
Thus multiple ALECs cannot utilize (benefit from) the 
placement of t h a t  terminal. BellSouth's structure 
ref lects  a feasible means of reflecting anticipated 
demand in a multi-unit location. (TR 1250) 

TERMINOLOGY ISSUES 

BellSouth has defined INC to include NTW. Specifically, I N C  
represents a l l  the  cable between t he  equipment closet in t h e  
basement of a building a l l  t he  way to the customer's demarcation 

- 118 - 



D DOCKET NO. 990649-TP  
DATE: A P R I L  6 ,  2 0 0 1  

p o i n t .  (EXH 81, p .  189) BellSouth's wi tnesses  answered numerous 
questions on this decision and t h e  rationale behind it. 

Witness Caldwell agrees that BellSouth's offering of INC is 
"the whole amount of t h a t  cable from the basement all the way to an 
individual t enan t . "  (TR 1288) She also explains that "INC includes 
NTW. So, 5.c does go all t he  w a y  to the customer location, if you 
want to buy that. B u t  then you have customers that only want NTW, 

w i t r x  s 5 

Milner a1s.o agrees t h a t  "even though the phys ica l  facilities known 
a s  unbundled INC includes both horizontal and vertical cable, it 
doesn't include a31 t he  cost elements that  go with the rate element 
known as network terminating wire." (EXR 82, p. 91) He s t a t e s  that 
this is because the  access terminal is in the basement. 

- -  ihey dun: t wanc ciizt  inkra-bui ldi ixj .  '.- (%X>i 01, -J* ia:s; 

When questioned as t o  whether BellSouth's decision to def ine  
INC and NTW as separate elements has a cost basis or a technical 
basis, witness Caldwell replied, 'They're two different items, so 
they have different costs.', (EXH 8T, p .  188) 

Upon being asked whether she was aware of any ALECs that had 
approached BellSouth in a high-rise situation and had requested 
only the cable between the terminal on t h e  f loo r  and t h e  customer's 
demarcation point, witness Caldwell replies 'I can't answer, 
because I don't deal with t h e  CLECs from a negotiation stand point. 
I j u s t  know that we had cos t  hearings for j u s t  NTW." (EXH 81, pp. 
188-189) When asked whether any ALECs have approached BellSouth in 
a high-rise building situation and requested only NTW, witness 
Caldwell s ta tes  "Not that I know of, but I wouldn't know." (EXH 81, 
p .  190) 

Witness Milner a lso  addresses why BellSouth chose not to 
create a s ing le  element called NTW that would include both the 
horizontal (NTW) and ver t ica l  (INC/riser cable) pieces. He reasons 
tha t  if an ALEC had chosen to target primarily garden apartments, 
due to t he  cost structure they would be paying for assets "that 
weren't even present in a garden apartment." (EXH 82, p .  86) 

When questioned about BellSouth's chosen terminology for the  
element known as  "intra-building network cable, If witness Milner 
ref lects :  

. . . if we had to do it over again I would come up with 
a new name, I guess, instead of UINC, we would call it 
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something else.  But our rationale was this, t h a t  an ALEC 
would choose one point t h a t  it wanted to place i t s  
facilities and then would want t o  use BellSouth's 
facilities on an unbundled basis beyond there. So in the 
case of INC where, let's say, t h e  ALEC brings its 
facilities into t h e  basement of the building, i t  was our 
belief tha, what t h e  ALEC really wanted w a s  to get from 
its facilities in the basement up to t h e  tenants on each 

you t h e r e  includes both I N C  and NTW, that is why w e  made 
both of those things, pieceparts part  of t h e  unbundled 
network we call unbundled INC. (EXH 82, p .  84) 

of the LrlCii-v-i~ZE; Licors. k i d  S ~ Z C E  i r i i ~  i ? t t w ~ r k  to 9 ' 3 ~  

Witness Milner also points out the possibility t h a t  an ALEC 
could choose to provide i ts  own INC rather than using Bellsouth's, 
and on ly  require u s e  of the NTW at a specified floor. (EXH 82, p .  
85) However, like witness Caldwell, witness M i h e r  admits t h a t  
BellSouth has not had a request to purchase only the horizontal 
cable (NTW) in a high-rise building. (EXH 82, p. 85) 

Upon being questioned as to the circumstances i n  which 
BellSouth would t;ypically install INC or how to look at a building 
and determine whether it h a s  NTW or whether it has INC, witness 
Milner s ta tes  " I ' m  not sure  of any hard and f a s t  rule." (EXH 8 2 ,  p .  
9 2 )  He reasons: 

. . typicdly if we are talking about a one o r  a t w o -  
s t o r y  building, and let's say there are 10 to 12 
apartments or office suites in each building, then  it 
would be ra re  that you would see INC in those settings. 
Where you have multistory buildings, let's say t h r e e  
stories or more, then there  are efficiencies derived by 
having larger cables to get you from t h e  basement to each 
of those floors and t h e n  cross-connecting those to 
smaller cables still t o  get you t o  each individual suite 
or apartment on a f l oo r .  So I ' m  not j u s t  aware of any 
hard and fast rule. But i f  the building had more than 
three floors,  I would guess it had intrabuilding network 
cable as p a r t  of the loop makeup. (EXH 82, p .  9 3 )  

Witness M i h e r  provides as another example t h a t  if AT&T requested 
unbundled INC in an apartment complex, in fulfilling t he  order, 
BellSouth might find t h a t  there is no TNC used in that building and 
say that what AT&T really wants is unbundled NTW. (EXH 82,  p .  9 3 )  
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When asked how AT&T would know, witness Milner stated t h a t  AT&T 
would probably a l r eady  know t h a t  because it would have already 
installed i ts  facilities out to that same property. (EXH 82, p.  94)  

ALECs take issue with the notion t h a t  although they are 
basically t r y i n g  t o  get t o  the NTW regardless of the building 
situation, BellSouth imposes different charges based on the 
terminology. AT&T/WorldCom witness Kahn criticizes t h e  validity of 
2:liSocch portrzlying ihi3 and NTK as separa-ce ckments. i4iti-iess 
Kahn states that i n  her experience, “BellSouth is unique . . . i n  
making a distinction between network terminating wiring and 
intrabuilding network cabling.” (TR 2386) Witness Kahn references 
an arbitration in North Carolina and indicates “we heard about a 
distinction between what I think Mr. Beveridge was calling l i t t l e  
INC and big INC, and network terminating wire being l i t t l e  INC.” 
(TR 2387) She a l so  notes that ”no one had any reason to believe 
that BellSouth would make this distinction because Verizon had no t ,  
SBC had not, Q w e s t  had not, so we were taken by surprise.” (TR 
2387) 

Witness Kahn also expounds on t h e  importance of addressing 
‘\the high-rise situation.” When questioned during the hearing, 
witness Kahn acknowledged that at least in t h e  garden terminal 
situation, an alternative exists. That is, ii-i certain situations, 
AT&T may chaose to build i t s  (3rwn garden terminals if it finds that 
“ t h e  cost is prohibitive f o r  the apartment scenario.” (TR. 2385) 
H o w e v e r ,  when asked whether it is more important for the commission 
to address the high-rise situation, witness Kahn responded 
affirmatively. (TR 2385) 

CONCLUSION 

This issue asks two basic questions: the manner in which ALECs 
should access subloop elements and t h e  pr ices  for such access. 
BellSouth has proposed accessing subloop elements via an 
intermediary access  terminal, arguing that d i rec t  access will 
subject BellSouth to network security and inventory control 
problems. ALECs contend t h a t  direct access is  t h e  only method that 
is competitively n e u t r a l  and that meets the FCC’s requirement for 
a single point of interconnection. 
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Access Issues 

First, s t a f f  recommends that access to subloop elements be 
provided via BellSouth's proposal of using an intermediary access 
terminal. Staff finds that the evidence in t h e  record f o r  this 
proceeding does not support allowing ALECs direct access to 
BellSouth's unbundled sEbloop elements. The evidence shows t h a t  
little has changed since the FPSC's  decision in Docket No. 990149- 
TP <ivTL- j i aOl iE j  with ~ i t 3  ~ X C ~ ~ L I U I I  u f  die i'act r ; h t  the FCC has 
issued its UNE Remand Order. Although no specific supporting 
documentation of such allegations was submitted in this docket, 
Bellsouth witness Miher stated that BellSouth's network security 
and reliability have been harmed due to unauthorized direct access 
by an ALEC. (TR 2052) He a l s o  s t a t e s  that BellSouth has had 
significant problems with ALECs arbitrarily taking BellSouth's NTW 
in Tennessee and Georgia, and that BellSouth had problems in Miami 
with a company that was not  certificated at that time. (TR 2 0 8 8 )  
Staff notes, however, that witness Miher's "real world" examples 
regarding problems associated with direct access only involve 
"unauthorized" direct access. 

s t a f f  notes that subloops and subloop unbundling are somewhat 
of a new issue. The FCC acknowledged that in its Local Competition 
First Report and Order,  it declined to identify what are today 
known as "subloops" as individml network elements and instead 
s t a t ed  t h a t  it would revisit subloop unbundling when the record on 
t h e  issue had been m o r e  €zlly developed. (FCC 9 9 - 2 3 8 ,  1202)  

The FCC also noted t h a t  the definition of subloop is currently 
intentionally broad and may change due to inevitable changes in 
technology. While the FCC has given state commissions the 
discretion to decide various aspects of technical feasibility, it 
also makes it clear, as pointed out by witness Milner (TR 242)and 
as previously noted by the FPSC (Order No. PSC-99-2009-FOF-TPf 
pp.12-13), that the FCC does require each carrier to retain 
responsibility f o r  its own network. 

s t a f f  agrees with the FCC that subloop element issues are 
bound to change as new issues and new technology arise. The 
primary decision to be made in this proceeding is whether or not to 
impose t h e  use of the intermediary access terminal. 

The evidence in t h e  record for this proceeding indicates that 
at this time, use of an access terminal reasonably balances the 
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ALECs' need for access to subloop elements with BellSouth's need to 
protect network reliability. Network reliability concerns and 
inventory issues were raised by BellSouth as its primary rationale 
fo r  denying ALEC's direct access to unbundled subloop elements and 
are t h e  basis for staff's recommendation. However, staff believes 
that it may be possible f o r  t h e  parties t o  arrive a t  an alternative 
that does not require use of an intermediate terminal, but 
nevertheless addresses BellSouth's concerns. During t h e  hearing, 
bitfiess piilzer w z s  asked: - 

If somehow, t h e  ALECs could propose to you a solution to 
your concerns over network reliability, and this 
Commission approved it or condoned whatever t h e  solution 
is t o  your concerns with security, there would be no 
other concern that BellSouth would have in allowing the 
ALECs direct access to the garden terminal. (TR 2 0 8 4 )  

Witness Milner responded: 

That's r i g h t .  So long as we address both the  reliability 
and security and t h e  inventory issues that we've t a lked  
about, maintaining the computer databases properly. If 
a l l  of those were addressed, then t h a t  would be fine. If 
we reached a mutually-agreeable solution, that's - -  you 
know, that's what we're after, n d h i n g  more. (TR 2084)  

Therefore, staff f u r t h e r  recommends t h a t  BellSouth and the 
ALECS be required to negotiate reasonable proposals addressing the 
network security and inventory issues (for accessing each subloop 
element} raised by BellSouth that arise when ALECs directly access 
subloop elements-  Documentation as  to the result of these 
negotiations should be submitted to t h e  Commission within 120 days 
of t he  Commission's order  in this proceeding. Witness Milner 
provided examples of problems BellSouth has experienced with 
unauthorized direct access; staff is hopeful t h a t  specific 
guidelines f o r  "authorized" direct access may be forthcoming that 
alleviate these problems. 

We encourage BellSouth to take an active ro le  in exploring 
possible solutions to t h i s  problem; should the situation be 
reversed with BellSouth attempting to access subloop elements owned 
by an ALEC, BellSouth will have to abide by the same principles. 

- 123 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

If a solution is reached, s t a f f  recommends that the Commission 
require BellSouth to f i l e  revised cos t  studies to eliminate the  
costs of the access terminal and other  associated cos ts .  

Pricing Issues 

The second question to be answered is how prices for  access to 
suhiucjp eielliciltd sllucid be s e t .  B e l i S o u t n  has presenLeti a cast 
study based on mediated access to subloop elements through 
access terminals. The terminals are to serve as t h e  means by which 
multiple ALECs will be required to access subloop elements. 

I n  c o n t r a s t ,  the changes recommended by the ALECs basically 
assume direct access and the sharing of access terminals/panels. 
F o r  example, witness Kahn assumed t h a t  ALECs would be performing 
turn-up t e s t s  and subscriber line testing, rather than BellSouth. 
I f  t h e  Commission approves staff‘s recommendation to deny c?irect 
access to subloop elements, witnesses Kahn‘s and King’s proposed 
changes t o  B e d S o u t h ’ s  c o s t  studies w i l l  not be applicable. 

Staf f  notes that other than the changes described above, ALECs 
d i d  not specify changes to other costs  as they specifically re la te  
to unbundling subloop elements. These o t h e r  issues (such as 
depreciation, labor rates, etc. ) that will 
subloop element access are discusses 
recorr,mendation. AS such, staff’s recom:riended 
of staff’s proposed changes to other issues 
Appendix A .  

a f f e c t  the price of 
elsewherz i n  this 
prices are the resu l t .  
and are included in 

Therefore, based on the  evidence in t h i s  proceeding, staff 
recommends that access to subloop elements be provided in t h e  
manner proposed by BellSouth via an access terminal. Parties 
should, however, attempt to negotiate a proposal addressing 
BellSouth’s network reliability and security concerns. The outcome 
of such negotiations should be reported to the Commission within 
120 days of t he  Commission’s order in this proceeding. Should the 
parties reach an agreement, BellSouth should be required to file 
revised cost studies to eliminate the costs of the access terminal 
and other associated costs. Otherwise, as noted by the FCC, the 
Commission may revisit these issues if and when necessary. 
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ISSUE 5: For which signaling networks and call-related databases 
should ra tes  be se t?  

RECOMMENDATION: UNE rates should be s e t  for  CCS7 signaling 
transport, 800 access, Line Information Database access, BellSouth 
Calling Name Database service, E911 service, Local Number 
Portability Query service, and Adudnced Intelligent Network 
databases. Access to AIN SCPs should be offered through mediation 
me-chanisms. aeilSc?-l;-,h s i x u l d  not be required to otfer a LINE ror 
directory assistance since it provides customized routing service. 
(Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: Rates should be set for access to CCS7 signaling 
transport as well as access t o  the following call-related 
databases: 8 0 0  access, Line Information Database access; BellSouth 
Calling Name Database service; E911 service; Local Number 
Portability Query service; and Advanced Intelligent Network 
databases. a 
DATA ALECS: Adopt FCCA position. 

FCCA ALECS: The Commission should oversee BellSouth's 
implementation of its proposal to allow A I A C s  to interconnect 
their call-related databases with ATN switches via mediation 
points. I t  should r e q u i r e  Bellsouth to cost out t h e  Directory 
Assistance database. R a t e s  should be set for all others l isted [in 
the br i e f ] .  

SPRINT : No position. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: The FCC rules contained i n  47 CFR 5 1 . 5 0 9 ( e )  
describe the obligations t h a t  an ILEC has to provide access to 
signaling networks and call-related data bases on an unbundled 
basis. Three categories of databases are discussed: signaling 
networks, call-related databases, and service management systems. 

Signaling networks include signaling links and signaling 
transfer p o i n t s .  ( 4 7  CFR 5 1 . 5 0 9  ( e )  (1) ) Signaling links transmit 
rou t ing  messages between switches, and between switches and call- a 
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related databases. Signaling System 7 ( S S 7 )  networks  include 
signaling links that transmit signaling information in packets, 
from a local switch to a signaling transfer point ( S T P ) ,  which is 
a high capacity switch. (Order FCC 9 9 - 2 3 8 ,  CC DN 9 6 - 9 8 ,  7 3 8 0 ,  
footnote 746)  An incumbent is required t o  provide access t o  
signaling networks in t h e  s a m e  manner as it obtains access itself. 
( 4 7  CFR 51.509(e) (1) (i)) 

. -73- 
1 1 1 ~ :  r G i e  defines caT-L-~-el~~ced databases as “c iz~zb~ses ,  Gti-ier 

than operations support systems, t h a t  are used in signaling 
networks for billing and collection, or the transmission, routing, 
or other provision of a telecommunications service.” (47 CFR 
51.509 (e) (2 )  ) Such databases include Calling N a m e  Database (CNAM) , 
911 Database, E911 Database, Line Information Database (LIDB), Toll 
Free Calling Database (800, 888, and o t h e r  toll-free numbers), 
Advanced Intelligent Network (AIN) Databases, and downstream number 
portability databases by means of physical access at the signaling 
transfer point  linked to t he  unbundled databases. (47 CFR 
5 1 . 5 0 9 ( e )  ( 2 )  (i) CNAM databases are used to provide Caller ID and 
related telecommunications services, and the 911 and E911 daLabases 
a re  telecommunications services used to provide emergency 
assistance. (Order  FCC 99-238, CC DN 9 6 - 9 8 ,  1 4 0 6 )  AIN databases 
allow centralized control of call processing and network 
information processing, so t h a t  such functions do not have to be 
perforned at each switch. O t h e r  databases provide information m d  
instructions vsed in call processing. (Order FCC 9 6 - 3 2 5 ,  CC DN 96- 
98, f7457-459)  

Service management systems are computer databases t h a t  perform 
various data processing functions. (47 CFR 51.509(e) ( 3 ) )  Operator 
services and d i r e c t o r y  assistance are a lso defined: 

Operator services are any automatic or live assistance to 
a consumer to arrange for billing or completion, or both, 
of a telephone call. Directory assistance is a service 
that allows subscribers to retrieve telephone numbers of 
other subscribers. ( 4 7  CFR 51.509 (f) ) 

An ILEC is only required t o  provide unbundled access to 
operator service or directory assistance “where the incumbent LEC 
does not provide the requesting telecommunications carrier with 
customized routing. . . .” (47  CFR 51.509(f)) 
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The parties are in agreement t h a t  ra tes  should be s e t  for t h e  
following 

a 

0 

0 

e 

databases: 

CCS7 Signaling Transport  

800 Access Ten D i g i t  Screening 

Line Information Database Access (LIDB)  

Bellsouth Calling Name Database Service (CNAM) 

BellSouth Access to E911 Service 

Local Number Portability (LNP) Query Service 

(Varner TR 57-58; King TR 6 8 2 - 6 8 3 ;  EXH 9 2 ,  Florida Rate Sheet, pp. 
6-7) 

BellSouth witness V a r n e r  notes t h a t  BellSouth does prGvide 
access to i t s  signaling network in the  same manner in which 
BellSouth obtains such access i t s e l f .  (TR 57) Thus, it appears t h a t  
t he  requirements of the FCC rules have been met in p a r t .  

However, there is contention over t w o  points. First, should 
Eellsouth be requi red  to cos t  out the  directory assistance 
database? Second, should t h e  Commission oversee BellSouth's 
implementation of its proposal to allow ALECs to irkerconnect their 
call-related databases with BellSouth's AIN switches via mediation 
points? (FCCA ALECs BR, p .  31; Ford TR 719) These issues will be 
discussed below. 

Additionally, AT&T/WorldCom witness King requests t h a t  rates 
be s e t  for  Daily Usage Information, such as Access Daily Usage File 
(ADUF) , Optional Daily Usage File (ODUF) ,  and Enhanced Optional 
Daily Usage File (EODUF). (TR 683) BellSouth has provided rates for 
these services, as shown in their filing. (EXH 92, Florida Rate 
Sheet, p .  8)  The FCCA ALECs did not mention Daily Usage Information 
services in their brief. Therefore, it appears that daily usage 
services do not need to be addressed f u r t h e r .  
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ADVANCED INTELLIGENT NETWORK 

Z-Tel witness Ford asserts that t h e  FPSC should "establish 
permanent rates associated with SS7 queries and responses, AIN 
service management system ( " S M S ' I )  access, and A I N  Toolkit services 
(including required access to central off ice switch triggers) . ' I  (TR 
719) He notes that BellSouth has proposed ra tes  for A i N  SMS and AIN 
Toolkit se rv ices .  However, he states that "BellSouth does not 
p i o p x e  ra tes  in coiij ur iC:Liun  w l i l !  iriterZ-dcing & l l S o u t r i  s w i L c i l t : s  
with Z-Tel provided call-related databases or ' SCPs. ''I (TR 721) 

Witness Ford explains t h a t  

In  AIN architectures, the feature functionality software 
is split between t h e  central office switch and adjunct 
call-related processors. The swi tch  can stop or suspend 
call processing at predetermined points using a central 
office switch "trigger" and query a central processor (or 
database)  , know [sic] as a Service Contro l  Point or 
"SCP,"  for instructions on how to route, monitor, or 
terminate a call. (TR 719-720) 

Witness Ford describes what Z-Tel is requesting as access to 
the third-party databases that BellSouth uses i t s e l f .  (EXH 27, p .  
11) He ,zxplains t h a t  these databases have customer information that 
would allow 2-Tel to prclvide \\more tightly integrate [sic] ,advanced 

' services; custom dialing, stutter dial tone . . . for vaice m a i l  
and dynamic call routing. . . . I r  (EXH 2 7 ,  p .  1 2 )  He asserts that 
his company needs to have di rec t  access to the data so that it can 
update it and add features and functions m o r e  quickly, rather than 
having to go through t h e  ILEC t o  have t h o s e  services performed. 
(EXH 27, pp. 1 2 - 1 3 )  However, witness Ford states he is not aware of 
any place in the country where access is provided in the manner Z- 
Tel is requesting. (EXH 27, pp. 15-16) 

BellSouth witness Caldwell argues that her company should not 
have to provide UNEs for direct interconnection of ALEC-provided 
A I N  Service Control Poin t s .  (TR 144) 

Witness Caldwell contends that the FPSC "has already 
considered and rejected an ALEC's direct interconnection with 
BellSouth's SCP." (TR 145) Witness Caldwell discussed Docket No. 
960833-TP in which AT&T requested access to BellSouth's AIN Service 
Control  Po in t s .  AT&T's witness explained t h a t  the FCC determined 
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t h a t  this type of access is technically feas ib le ,  but may present 
a need for mediation mechanisms to protect data in the A I N  SCPs and 
protect against excessive traffic. Witness Caldwell describes 
mediation mechanisms as 

. . . computer programs which during call processing 
determine t h e  effect of routing instructions or otiier 
information re turned as a result of an SCP query and then 
clsiise a p p r q r i a t e  Gccivx.tles LG ;e t zka- : .  These ue-inces 
evaluate t h e  r eques t  to determine if it is potentially 
harmful to BellSouth's network. (Caldwell TR 145) 

Witness Caldwell insists that "Z-Tel must interconnect through 
BellSouth's STP Gateway, n o t  directly to the end-of f ice .  " (TR 145) 

However, in t h e  prior proceeding, AT&T did not believe 
mediation w a s  necessary because safeguards are already b u i l t  i n t o  
t h e  SS7 network. The Commission found that BellSouth's request to 
use a mediation mechanism t o  provide AIN services to competitors 
was warranted. (EXH 1, Docket No. 960833-TP, Order No. PSC-96-1579- 
FOF-TP, issued December 31, 1996, p. 21) @ 

Analysis 

T1ie issue of A I N  services comes down to one of whetAer 
competitors should be allowed di rec t  access to an SCP oz whether 
BellSouth should be allowed to require access only through 
mediation mechanisms. No par ty  offered any new evidence as to why 
mediation mechanisms should or should not be used. 2-Tel explained 
what it would like to have and why it believes such access is 
important. H o w e v e r ,  it did not address mediation mechanisms in its 
t e s t  i mony . 

Witness Caldwell pointed out that t h e  FCC considered this 
matter, but rejected a similar request. (TR 144)  However, staff 
notes  that what t h e  FCC found w a s  that there was not enough 
evidence i n  i t s  record to allow it to make a determination on the 
matter. The FCC s ta ted "Our r e fusa l  to grant [the] request in this 
proceeding does not affect  the ability of any s t a t e  commission to 
address this issue." (Order  FCC 9 9 - 2 3 8 ,  CC DN 9 6 - 9 8 ,  11407) 

Witness Caldwell w a s  correct in pointing out t ha t  the FPSC did 
consider this point previously. Therein l i e s  the s t r e n g t h  of 

- 129 - 



DOCKET NO. 990649-TP 
DATE: A P R I L  6 ,  2001 

Bellsouth's argument. Because there is no evidence t o  the 
contrary, staff believes it is appropriate to allow I L E C s  to use 
mediation mechanisms f o r  access to AIN S C P s .  

S t a f f  notes that t h e  FCCA ALECs d i d  mention mediation 
mechanisms in t h e i r  brief, stating "In light of BellSouth's 
propoz-al, in this case the [FPSC] should ensure that the elemr-nts 
and UNE prices necessary to implement an ALEC's ability to furnish 

through mediation devices are properly designed and fully in 
place." (FCCA ALECs BR, p. 31) Thus, it appears from the FCCA 
ALECS' brief that they a re  willing to accept access to AIN through 
mediation mechanisms. Therefore, access should be provided by 
BellSouth in that manner. 

- -  . 
a caii-xelated &La Lase afict ak-aii. I C S F ~ ~  ~i! the AIN i e ~ ~ ~ i - e : s  

DIRECTORY ASSISTANCE 

AT&T/WorldCom witness King identifies t h e  Directory Assistance 
Database (DA) in his testimony as a database for which UNE rates 
should be set, but he d i d  not discuss it further. (TR 682) 

BellSouth witness Caldwell addresses the issue in her rebuttal 
testimony. She asserts t h a t  "[tlhe FCC did not identify DA database 
as a c a l l  relat.cd database and it is not a database t h a t  is 'used 
in signaling networks for billing and collection or .the 
transmission, routing or other provision of telecommunications 
service."' (TR 143; Order FCC 99-238, CC DN 96-98, q403) She argues 
that the FCC exempted directory assistance from an incumbent's 
unbundling obligations if the incumbent provides customized 
routing. (TR 144; Order FCC 9 9 - 2 3 8 ,  CC DN 9 6 - 9 8 ,  q441) 

BellSouth witness Varner proposes UI"E rates for  selective 
routing in his exhibit AJV-1, Florida Rate Sheet. (EXH 92, Flor ida  
Rate Sheet, p. 7) He confirms t h a t  the selective routing meets the 
requirements of customized routing t h a t  may be offered in l i e u  of 
providing a UNE for di rec tory  assistance. (EXH 17, pp. 13-14) He 
also notes  that, while BellSouth is not offering a UNE for DA, it 
does offer access to "the normal DA operator services t h a t  we have 
always offered."  (EXH 17, p .  13) 
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Analysis 

In i ts  brief, the FCCA ALECs state t h a t  t h e  Commission is 
considering whether BellSouth must offer access to Directory 
Assistance (DA) as an unbundled network element in Docket No. 
000731-TP, AT&T‘s arbitration with BellSouth. The FCCA ALECs argue 
that “Inasmuch as the possibility exists that the Commission m a y  
determine in that case that BellSouth must provide DA as a UNE, it 
should U i r . e o L  Bei lSucl th  LO s t u d y  tiie cost uf p i w i d i r i s  such access 
in this proceeding.” (FCCA ALEC BR, p -  31) Staff can find no 
record support for FCCA‘s request. 

, Regarding d i r e c t o r y  assistance service, staff agrees w i t h  
BellSouth t h a t ,  under FCC rules, a company is exempt from the 
provision of a UNE for access to the  directory assistance database 
if it provides customized routing s e r v i c e .  As shown i n  the 
discussion, BellSouth is proposing a UNE for such a s e r v i c e .  
Therefore ,  t h e  FCC requirement i s  met. The  FCCA ALECs provided no 
record support for  t h e i r  request that this item be offered. The  
argument in their br i e f  tnat the FPSC should r e q u i r e  such a UNE 
simply because it  is an issue in an arbitration is spurious. 
Accordingly, t h e  FPSC should not require  BellSouth to offer a UNE 
for a Directory Assistance Database. 

CONCLUSICM 

The remaining signaling and call-related databases for which 
BellSouth is t o  provide UNEs are uncontroverted. Therefore, staff 
recommends t h a t  UNE rates should be set  for CCS7 signaling 
transport, 800 access, Line Information Database access, BellSouth 
Calling Name Database service, E911 service, Local Number 
Portability Query service, and Advanced Intelligent Network 
databases. Access to AIN SCPs should be offered through mediation 
mechanisms. BellSouth should not be required t o  offer a UNE f o r  
d i r e c t o r y  assistance since it provides customized routing service. 

- 131 - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6, 2 0 0 1  

ISSUE 6: Under w h a t  circumstances, if any, is it appropriate to 
recover non-recurring costs through recurring rates? 

RECOMMENDATION: In accordance w i t h  FCC r u l e s ,  t h e  Commission may 
set recurring rates that recover a portion of non-recurring costs 
through recurring charges. Where non-recurring costs are included 
in recurring rates, an ILEC should be indifferent where safeguards 
exis t  that ensure  full cost recovery. Inclusion of non-recurring 

I c00,ts in recurring raLes should be c~onsiderea where .;:he rEsulting 
level of nonrecurring charges would constitute a barrier to entry. 
H o w e v e r ,  the record i n  this proceeding does not  contain criteria 
from which to determine when non-recurring rates in f a c t  amount to 
a barrier to en t ry .  (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: While there may be circumstances when nonrecurring costs 
should be recovered through recurring rates, no party in this 
proceeding has proposed recurring rates t h a t  seek to recover 
nonrecurring costs. 

DATA ALECS: BellSouth's nonrecurring charges do not reflect 
efficient, forward-looking economic costs of provisioning unbundled 
network elements and should be rejected. If t he  nonrecurring 
charges adopted are so high as to create barriers to competition in 
Florida, then  it is appropriate to consider recovering some of t h e  
non-recurring costs through recurring rates. 

FCCA ALECS: Generally, recovery of one-time costs should be 
through non-recurring costs. High NRCs are significant barriers to 
ent ry ,  m o s t  of which can be avoided by proper rate design. If the 
Commission finds high NRCs after application of proper rate design, 
they may be recovered over a reasonable period or in several 
installments. 

SPRINT: Absent compelling circumstances (i.e., evidence that high 
non-recurring charges a re  a barrier to entry), Spr in t  believes tha t  
non-recurring cos ts  should be recovered through non-recurring 
ra tes  - 

TIME WARNER: Adopts FCCA ALECs' position. 
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STAFF ANALYSIS: Non-recurring costs may be defined as "the 
efficient, one-time costs associated with establishing, 
disconnecting or rearranging unbundled network elements purchased 
from an ILEC at t he  request of a customer ( e . g .  , ALEC) ."  (King TR 
683) FCC r u l e s  allow state commissions to require recovery of non- 
recurring costs  over time: 

State commissions may, where reasonable, require  
incumbent LBCs LO ~ ~ c o v e : r  i ivriYecurYiny cusis i r i n  .-.yh 
recurring charges over a reasonable period of time. 
Nonrecurr.ing charges shall be allocated efficiently among 
requesting telecommunications carriers, and shall not 
permit an incumbent LEC t o  recover more than the t o t a l  
forward-looking economic cost of providing the  applicable 
element. (EXH 1, 47 CFR 51.507 (e) ; Sichter TR 3101-3102) 

Generally, the parties agree that non-recurring costs  should 
be recovered through non-recurring ra tes .  (Barta TR 746; Sichter TR 
3102) The issues t h a t  present themselves in t h i s  docket are whether 
cos ts  are appropriately characterized as non-recurring costs, and 
h o w  best to ensure reasonable recovery of such non-recurring cos ts .  
The ALECs raised an additional issue of whether non-recurring 
charges are so high as to be barriers to entry. (Murray TR 726) The 
first two points are similar, and will be addressed together. The 
issue of barriers to ent ry  w i l l  be addressed separately below. 

EFFICIENT ALLOCATION AND OVER-RECOVERY OF COSTS 

sprint  witness Sichter asserts t h a t  there are difficult policy 
and administrative issues t h a t  must be resolved if the Commission 
requires non-recurring costs to be recovered through recurring 
charges. (TR 3102) He explains t h a t  t h e  incumbent LEC will be 
financially exposed if a CLEC who purchases service discontinues 
its use before non-recurring costs are  fully recovered. (TR 3102) 
However, he also points out that an ILEC may over recover i ts  non- 
recurring costs if such recovery continues beyond the point where 
the amount has been fully recovered. (TR 3102) 

AT&T/WorldCom witness King argues that a one-time activity 
that may benefit a l l  f u t u r e  u se r s  of a particular 
telecommunications facility is typically characterized as a 
recurring cost. (TR 684) He notes the construction of a loop as an 
example. (TR 684) He opines t h a t  "[plroper allocation of one-time 
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cos ts  is particularly important in a competitive environment where 
more than  one local  exchange carrier including the ILEC may use a 
particular facility at different points in t h a t  facility's 
lifetime." (TR 684) He explains that if t h e  entire non-recurring 
cost of a facility that may serve multiple users over time is borne 
by the first carrier to use that facility, that first user will pay 
more than i t s  fair sha re -  (TR 6 8 4 )  

?-I ' - f i2~r ie sz  K i n g  S ~ ~ ~ E S L S  LL&L ziiz criteria to be ils2:d to 
determine when one-time cos ts  benefit multiple users would be: 1) 
the cos t  is associated with a one-time activity; 2) the cost is a 
direct result of a request by an ALEC; and 3) the work is of a 
nature  that it would not need to be performed again. (EXH 26, pp. 
15-16) 

In explaining t he  manner in which BellSouth's cost study 
calculates costs, BellSouth witness Caldwell states that 
BellSouth's cost study r e f l ec t s  the w a y  in which costs are 
incuzred. (TR 118) She explains that costs resulting from a one- 
time provisioning process are  t reated as non-recurring costs in t h e  
model. (TR 118) She argues that a decision to recover non-recurring 
costs through recurring ra tes  is a pricing decision, not a par t  of 
the cost development process. (TR 118) 

BellSouth witness Varner points out that '' [n] on-recurring 
prices principally recover lzbor costs and direct expenses. These 
expenses are  paid immediately by the  ILEC." (TR 40) He notes that 
any cost recovery should match the ILEC's obligations in providing 
a service. He explains, for example, t h a t  BellSouth incurs  a cost  
to process ALEC service orders, and asserts that these costs should 
be recovered. (TR 40) He a l s o  argues that t h e  actual activities 
used to provide an element should be the basis for recovery. He 
contends that while a new technology could reduce costs,' it should 
be used only to the extent BellSouth actually uses it. (TR 40-41) 

Witness Varner argues that the length of time a service 
remains in use by an ALEC is an important factor to consider if 
non-recurring costs are to be recovered through recurring r a t e s .  
He asserts that it "is important to ensure that the non-recurring 
costs can be recovered and will not be foregone if t h e  service is 
removed or disconnected too soon." (TR 58) He concludes that t h e  
appropriate means to ensure proper recovery in this instance is to 
use a volume and t e r m  agreement or a termination liability. (TR 58) 
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Analysis 

There appear to be two aspects to the issue of cost 
allocation. The first is to identify which costs  are non-recurring 
costs. The second is  t o  provide for recovery of non-recurring costs  
in a f a i r  manner f o r  both ALECs and I L E C s .  

The FCC discussed the obligation of states to resolve these 
. .  ls’s;ut=s i i i  I :.s Local Competitioli i 3 ~ t i t ~  ’ w k f e  it sLated  ~ i i d ~  

. . . s t a t e  commissions must ensure that nonrecurring 
charges imposed by incumbent LECs are equitably allocated 
among entrants where such charges are imposed on one 
entrant  for the use  of an asset and another entrant uses 
the asset after the first entrant abandons the a s s e t . ( E x H  
1, Local Competition O r d e r ,  7751) 

From t h e  examples and testimony provided by t h e  witnesses and 
from t he  FCC‘s order, it is apparent that certain costs, such as 
investment in plant, may be a one-time cost that may benefit more 
than one user, as in the loop example. O t h e r  costs, sxch as labor 
and expense costs associated with service order processing, may 
benefit only the user that receives the service. These l a t t e r  costs 
are  clearly attributable to the user. A portion of investment may 
also be allocable to the user. Each icgue in t h k  recommendation 
that addresses costs, depreciation, and rate of return on 
investment is important to +.he determination that only the 
appropriate costs be included. 

The parties’ suggestion that the commission apply criteria to 
ensure that a cost is truly one-time is a practicable approach. As 
discussed by witness King, those criteria may include the  following 
questions: 

e IS the cost associated w i t h  a one-time activity? 

e 1s it a direct result of a request by an ALEC? and 

e Is the work of a nature that it would not need 
to be performed again? (EXH 26, pp. 15-16) 

Based on the testimony of witness Caldwell, it appears that 
BellSouth’s model treats one-time provisioning processes as a non- 
recurring cost. 
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Once costs have been appropriately categorized as non- 
recurring, there still remains the pricing decision of whether such 
costs should be recovered through non-recurring charges or 
recurring rates. (Caldwell TR 118) As noted by BellSouth witness 
Varner, an ILEC would seek assurance of recovery of i t s  non- 
recurring costs if they are included i n  recurring rates; the 
witness suggests this would be acc-Jmplished via a volume and t e r m  
agreement or, more commonly, a termination liability provision. 

- ('" i n i r r  Ll\ 3 8 )  .:ri principle, s t a i r  w i > u i G  infer t h a t  an I L K  ci-1 

balance would be indifferent to how its non-recurring costs are 
recovered, as long as it is ensured recovery. 

BARRIERS TO ENTRY 

The FCC's Local Competition Order allows states to: 

require an incumbent LEC to recover [one-time costs] as 
a recurring charge over a reasonable period of t i m e  in 
lieu of a nonrecurring charge. This arrangement would 
decrease the s i z e  of the entrant's initial capital 
outlay, thereby reducing financial barriers to entry. A t  
t he  same time, any such reasonable arrangement would 
ensure that incumbent LECs are fully compensated for 
t h e i r  nonrecurring costs. (EXH 1, Local Comptition 
Order,  7749)  

sprint witness James Sichter opines t h a t  "Itlo the extent that 
high non-recurring charges are a significant barrier to competitive 
entry, it may be appropriate to require a t  least  a portion of those 
non-recurring charges through recurring rates." {TR 3102) 

Witness King argues that "[nlon-recurring cost activities are 
those t h a t  only benefit the ALEC requesting t he  elements such as 
t h e  Ordering and Provisioning process." (TR 683) He states that 
nonrecurring costs must adhere to TELRIC principles. (TR 683) 

Data ALEC witness Murray points out that nonrecurring charges 
are, in effect, entrance fees because a new en t r an t  must pay these 
fees before it can obtain the necessary UNEs to o f f e r  a service. 
Thus, she argues t h a t  a significant amount of capital is expended 
before the ALEC receives any revenues from customers. (TR 727) 
Witness Murray suggests that the FPSC m a y  partially mitigate this 
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situation through recovery of some of the non-recurring costs 
through recurring charges. (TR 726) 

Witness Murray warns t h a t  "nonrecurring charges m u s t  not 
exceed t h e  level necessary to compensate the incumbent for the 
nonrecurring costs t h a t  the new entrant t r u l y  caused the incunibent 
to bear." (TR 736) She s ta tes  that the F 2 5 C  must eliminate any non- 
recurring "costs that are not truly efficient forward-looking 
cosj--*f: iirk ] > G j  Si-:;: arcdes that ii&cs na-V-e art incentive io 
exaggerate the level of non-recurring costs. (TR 7 3 6 )  

AT&T/WorldCom witness King argues that the  Commission must 
ensure that n e w  entrants are not forced to pay for cos ts  that they 
do not cause. (TR 684) He provides as an example charges for  s o f t  
dial tone, a service which he argues involves no manual 
provisioning. (TR 684) He asserts that t h e  non-recurring 
installation charges proposed by the ILECs f o r  this service reflect 
t h e  cost of physical reconnection, while no physical disconnection 
may ever t a k e  place. (TR 684-685) He contends that such a charge is 
a barrier to competition. (TR 685)  

Witness King asser t s  t h a t  non-recurring charges are often 
based upon activities that the ILEC has performed in the past .  (TR 
6 8 3 )  He explains that these kinds of activities may be based on the  
existing network architecture, rather than what; would exist in a 
forward-looking environment. (EXH 2 6 f  pp. 14 - 2 5 )  He notes that non- 
recurring charges "must be based on the activities tt;e ILEC should 
i n c u r  if it was operating in a forward-looking l e a s t  cost most 
efficient manner." (TR 683) He argues that '[ilf this principle is 
maintained most of the concerns about excessive nonrecurring 
charges that m a y  create a barrier to ent ry  go away and any 
competitive based need to recover TELRIC nonrecurring costs through 
recurring rates is eliminated." (TR 683-684) 

Witness Murray asserts that many of t h e  non-recurring rates 
proposed by BellSouth are  so high as to pose a barrier t o  en t ry .  
(TR 726) Of particular concern to the D a t a  ALECs are charges 
associated with Digital Subscriber Line (DSL) technology. (TR 731) 
She complains that BellSouth' s loop conditioning charges are 
"sufficiently high to constitute substantial entry barriers." (TR 
731) Additionally, she contends t h a t  some of t h e  basic ordering and 
provisioning charges associated with DSL-capable loops are an en t ry  
barrier. (TR 7 3 2 )  
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Witness Murray argues t h a t  %on-recurring charges inherently 
create barriers to en t ry  because t hey  are sunk costs. T h e  higher 
the nonrecurring charge, the greater the barrier to e n t r y . "  (TR 
726) She defines a sunk cost as "a cost  t h a t ,  once incurred, a firm 
cannot recover if it ceases business." (TR 727) She contends that 
such costs are not associated with an asset that can be resold.  
Thus, an entrant incurs  a risk that it will :-lot be able t o  recover 
i t s  costs through i ts  sales revenues. (TR 727-728) For  example, if 
the k3E;L" ~ G S S S  i L s  cusLi1rier f ~ ~ i -  which the i X G 5  w e r e  prcvi3irig 
service, the ALEC cannot recover the non-recurring charges it paid 
to the LEC. (TR 728) Witness Murray notes  that, in the same 
situation, the ALEC is  no longer required to pay recur r ing  charges 
t o  the LEC; thus, t h e  r i s k  to t h e  ALEC is reduced. (TR 728) She 
a l s o  compares sunk cos ts  to the provision of service through an 
ALEC's own facilities. In t he  l a t t e r  instance, when a customer no 
longer takes the service, the ALEC still has an asset that can be 
reused or sold-  (TR 728)  

Witness Murray agrees that an ALEC can ensure recovery of 'non- 
recurring charges by imposing a like fee on its own customers, (TR 
728-729) H o w e v e r ,  she argues that " [ t lhe re  are no nonrecurring 
costs or nonrecurring charges when an existing customer of an 
incumbent local exchange carrier chooses t o  stay with that 
incumbent." (TR 729) Thus, imposition of non-recurring charges on . 
ALEC cu;;tomers will make it difficult to l u r e  customers away f i r o m  
the incumbent-. (TR 729) Witness Murray opines that ALECs must 
minimize up-front charges, and t r y  to recovrr the non-recurring 
charges associated with UNEs through their recurring rates instead. 
(TR 7 2 9 )  However, she argues that since ALECs may have to of fe r  
lower prices than the  incumbents i n  order to win customers, it may 
be difficult to recover UNE non-recurring charges through ALECs' 
recurring charges to their o w n  customers, (TR 7 3 0 )  

a 

BellSouth witness Varner disagrees. He argues t h a t  'Ms, Murray 
presumes that end users  are not charged non-recurring charges for 
the retail services they purchase." (TR 6 7 )  He also contends that 
properly structured nonrecurring ra tes  translate i n t o  lower 
recur r ing  r a t e s .  (TR 6 7 )  He cautions that t he  inclusion of non- 
recurring costs i n  recurr ing rates could cause the recurring ra tes  
to be "inappropriately high." (TR 58) Instead of shifting non- 
recurring costs to recurring ra tes ,  wi tness  Varner expresses 
willingness to negotiate optional payment plans for non-recurring 
charges with t he  ALECs. (Varner TR 6 8 )  
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Witness Varner continues that when an ALEC end u s e r  for which 
the ALEC is purchasing UNEs discontinues service there  is no way 
f o r  the ILEC to recover any non-recurring costs associated with 
that service. Thus, any cos ts  t h a t  were not  recovered through non- 
recurring charges or other means would simply remain unrecovered. 
(TR 68) Witness Varner asser ts  that witness Murray “wants ALEC’s 
business risk transferred to BellSouth.” (TR 68) 

-., v q ~ ~ I l ~ ~ ~  * M ~ y x s y  ~ p > ; c e a  ckizt. ‘1 1;; t h e  incuz-bencs psl-i-fiitted 

to erect nonrecurring charges as a substantial barrier to entry, 
Florida consumers will be t h e  ultimate losers.” (TR 735) She claims 
that “[fJewer firms will be able to enter  the local exchange 
market, if any enter at a l l . ”  (TR 735) She contends t h a t ,  as a 
result, consumers will not receive t h e  benefits that they should 
get from opening t he  market to competition. (TR 735) Witness Murray 
suggests that if t h e  FPSC does approve high non-recurring charges 
for BellSouth, some portion of them should be recovered through 
recurring rates instead. (TR 737) 

FCTA witness B a r t a  s t a t e s  that “it is a common practice in the  
te1ecommunicatioRs industry to recover nonrecurring costs through 
recurring charges.” (TR 7 4 6 )  He argues i t  may be inore appropriate 
t o  recover some charges, such as construction charges to provide 
requested services to ALECs, in that manner. (TR 746) He opines 
tij.at this wcluld reduce the “immediate f mancial burden that would 
be imposed upon t h e  requesting party.” (TR 746) He v-dggests that 
such recovery might occur over the life of the asset or over the 
contractual period entered i n t o  by t h e  incumbent and the CLEC. (EXH 
1 6 ,  p .  10) He was unaware of any states t h a t  had adopted such an 
approach. (EXH 16, p .  101 He agrees t h a t  this position may shift 
the burden of recovery to the ILEC if the competitor discontinues 
service if there is no provision f o r  the ILEC to receive ear ly  
termination charges. (EXH 16, p. 11) He argues that a requesting 
party should provide full recovery f o r  a facility only where that 
facility ”will be solely used for the requesting par ty  and the 
incumbent carrier would not be able to reuse those facilities in 
another capaci ty  or for another p a r t y . ”  (EXH 16/ p .  11) 

Analysis 

I n  discussing barriers to entry, it is important to 
distinguish between t h e  PCC’s discussion of barriers to ent ry ,  and 
the unreasonable barriers as discussed by the  ALECs. The FCC’S 
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L o c a l  Competition Order appears to consider extremely high up-front 
c o s t s  to be a barrier that may be mitigated through payments over 
time. The ALECs go beyond that in their discussion. They argue that 
many of the non-recurring rates requested by BellSouth are not 
actually based on costs or on the activities t h a t  BellSouth must 
engage in to meet their requests for service. 

The FCC's Local Competition Order also allows a s t a t e  
~ ~ ~ i f i l i ~ s i c j i i  "tij perrnir x i L G n - i b a i c  LL?:Is i c r  zharge iziciai eiizraiiLs a 
proportionate fraction of the costs incurred, based on a reasonable 
estimate of the total demand by entrants for the particular 
interconnection service or unbundled rate elements." (EXH 1, Local 
Competition Order, g 7 5 0 )  Additionally, a state commission may 
require ILECs to recover nonrecurring costs through recurring 
charges over a reasonable period of time. (EXH 1, Local Competition 
Order, 1749)  

In addressing the matter of charges not based on true costs or 
activities, witness King s t a t e d  t h a t  "[mlodeling costs t h a t  reflect 
the elimination of [inappropriate] proposals not only minimizes the 
i n i t i a l  barriers to ent ry ,  but a l s o  closely links cos t  recovery 
with the manner in which the costs are actually incurred." (TR 6 8 5 )  
However, he asserts that if t he  Commission does determine that a 
non-recurring charge poses a barrier to entry, it may be dealt w i t h  
in one- of two ways: 1) through the use of a term payment or 
installment plan; or 2 )  by including the cost in recurring UNE 
charges. !TR 685) He did not suggest a payback period for an 
installment payment plan. (EXH 26, p .  19) He also w a s  unable to 
identify specific non-recurring charges in this docket that w e r e  
based upon cos ts  incurred in t h e  p a s t .  (EXH 26, p .  15) 

S t a f f  agrees that t he  Commission should ensure t h a t  costs  to 
be recovered are t r u l y  forward-looking, efficient costs through its 
examination of t h e  model and i t s  inputs. What comprises forward 
looking efficient costs is the subject of many of the issues in 
this docket. Accordingly, individual cos ts  or rates will not be 
addressed here. 

P a r t  of t he  preceding discussion implicitly centers on w h o  
should bear t h e  r i s k  that non-recurring c o s t s  will not be fully 
recovered by the  LEC. When an ALEC pays t h e  costs up front, then 
subsequently discontinues a service because a customer has been 
lost, t h e  ALEC suffers financial loss. On the o the r  hand, if the 
cos t s  are not f u l l y  recovered by t he  LEC, it is the LEC w h o  suffers 
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financial harm. S ta f f  believes that t h e  party who benefits from the 
service should bear t h e  r i s k .  Such r i s k  is an inherent part of 
doing business. However, that risk should be limited to the  amount 
of costs that t r u l y  benefit the party at r i s k .  If a LEC would not 
have t h e  cost, but for an ALEC’s request f o r  service, it is the 
ALEC w h o  should bear the risk. As w i t h  t he  rest of this issue, by 
limiting non-recurring costs to those that benefit cnly the 
requesting party, staff believes the financial risk will be borne 
DY cfi? qpx-opr ia te  parky. 

Barriers to ent ry  t h a t  arise, not from misallocation of costs, 
but from high costs actually associated with t h e  ALEC’s request for 
service, may be dealt w i t h  through payment plans o r  similar 
mechanisms as suggested by the FCC. H o w e v e r ,  no party recommended 
a specific time frame over which payments should be made. Moreover, 
although ALEC witnesses asserted that certain proposed charges 
constitute a barrier to ent ry ,  no guidelines, c r i t e r i a  or 
explanation was provided as to w h y  they were a barrier. 
Accordingly, whether the magnitude of a given non-recurring charge 
erects a barrier to entry presumably can only be determined on a 
case-by-case basis. The issue of t h e  term over which payments for 
non-recurring charges should. be made may be best left to 
negotiations between the parties, so that they may select a payment 
plan that best fits individual needs. 

CONCLUSION 

In accordance with FCC rules, the Commission may set recurring 
ra tes  that recover a portion of non-recurring costs through 
r ecu r r ing  charges. Where non-recurring costs are included in 
recurring rates, an ILEC should be indifferent where safeguards 
exist that ensure full cost recovery.  Inclusion of non-recurring 
costs in recurring rates should be considered where t h e  resulting 
level of nonrecurring charges would constitute a barrier to ent ry .  
However, the record in this proceeding does not contain criteria 
from which t o  determine when non-recurring rates in fact  amount to 
a barrier to entry. 
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ISSUE 7: What are t h e  appropriate assumptions and inputs for  the  
following items to be used in the forward-looking recurring UNE 
cost studies? 

(a) network design (including customer location 
assumptions) ; 

RECOMMENDATION: As discussed in staff's analysis, we recommend t h a t  
t h e  ESlZ'LM rejr'lects a reasonable network ue-xgn hasea on customer 
locations, and overall generates reasonable estimates of t he  costs 
of outside plant facilities. Although a single network design is 
optimal, we recommend that the three scenarios submitted by 
BellSouth on August 16, 2000, as modified to incorporate a l l  of 
staff's o the r  adjustments, are appropriate. H o w e v e r ,  consistent 
w i t h  staff's recommendation i n  Issue 3, BellSouth should develop a 
study that yields t h e  costs of hybrid fiber/copper xDSL-capable 
loops. (Dowds) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions a n d  inputs that should be 
used i n  the development of forward-looking recurring costs are 
those set f o r t h  in t h e  cost  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALBCS: The  network design assumptions for the recurring biJE 
cost studies should be based on a single forward-looking network 
designed t o  support all UNEs. BellSouth's use of a separate a l l -  
copper network design for cost studies for xDSL capable loops 
should be rejected as neither forward-locking nor representative of 
a network that BellSouth will actually build. 

FCCA ALECS: The  Commission should adopt t h e  BSTLM cost model, but 
run only in the "combos" scenario, and only as modified to 
incorporate t h e  network architecture parameters proposed by Mr. 
Donovan and Mr. Pitkin. 

SPRINT: " [N] etwork design" includes BellSouth's proposal for a 
"copper only" UNE loop. This "copper only" UNE loop is 
inappropriate. It erroneously presumes that xDSL will continue to 
be provided over copper only facilities and uses a network which is 
neither forward-looking nor real  world. 
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TIME WARNER: Adopts FCCA ALECs’ position. 

STAFF ANALYSIS: BellSouth witness Caldwell observes that five 
economic principles underlie either a T o t a l  Service Long Run 
Incremental Cost Study (TSLRIC) plus shared and common costs, or a 
Total Element Long Run Incremental Cost (TELRIC) study: 

(1) Efficient network configuration - t he  cost should 
be baseu on the use  of tne rp-::st current 
telecommunications technology presently available 
and the economically efficient configuration, given 

. the existing w i r e  center locations. 

( 2 )  Long run - t h e  studies should consider a time frame 
long enough to reflect the variability of the cost 
components. 

(3) Volume sensitive and volume insensitive costs are 
considered - these are the costs t h a t  will be 
avoided by discontinuing, or incurred by offer ing ,  
an entire product or service, holding a11 other 
products or services offered by the  firm constant. 
A corollary to this directive is t he  principle of 
cos t  causation, Le., t h e  costs included in the 
study are those that. are caused because BellSouth 
offers an unbundled element or a combination of 
ne+:work elernexts. 

(4) Forward-looking - both methodologies demand a 
forward-looking perspective. Thus, embedded cos ts  
are excluded from consideration. 

(5) Shared and common costs - a reasonable allocation 
of shared and common costs  are [sic] allowed. (TR 
84) 

Witness Caldwell testifies t h a t  BellSouth believes that these 
principles should be incorporated in any study to determine the 
cost  of UNEs or UNE combinations. (TR 84) However, she acknowledges 
that how best to implement these principles is routinely in 
dispute. Most importantly, the witness asserts that the key issue 
reduces to, “What constitutes ’forward-looking’”? She opines that 
opposing p a r t i e s  often advocate that TELRIC cos t  studies should 
reflect network architectures, provisioning procedures, and expense 
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reductions that do not currently exist and are not anticipated to 
be achievable in the  near future, Instead, witness Caldwell 
contends that the proper standard is contained in 7 685 of the 
FCC's First Report and O r d e r  in CC Docket No. 9 6 - 9 8  (FCC 96-325), 
where it is stated that the "benchmark of forward-looking cost and 
existing network design most closely represents the incremental 
costs incumbents actually expect to incur in making network 
elements available to new en t ran ts . "  (TR 85)  

In summary BellSouth witness Caldwell s t a t e s  that t he  over- 
arching approach employed by BellSouth in this proceeding 

. I I reflects the costs that BellSouth expects to incur 
in providing unbundled network elements to competitors on 
a going-forward basis in the s t a t e  of Florida. These 
cos ts  are based on an efficient network, designed to 
incorporate currently available forward-looking 
technology, but recognize BellSouth's provisioning 
practices and network guidelines, as well. Additionally, - 
shared and common costs were considered. . . . (TR 87) 

Witness Caldwell notes that BellSouth's cos t ing  methodology for UNE 
combinations is the same as for discrete UNEs, but states t ha t  
cost study inputs and modeling assumptions m a y  differ between the 
two categories of UNEs. For exampl-e, she mentions that BellSouth 
assumed in its st!idy for a loop/port UNE combi.nation t h a t  
in tegra ted  digitd- loop carrier (DLC) would be deployed. However, 
she testifies that integrated DLC is not assumed in BellSouth's UNE 
loop studies because " .  . . integration is not an option since each 
element is unbundled and provided sepa ra t e ly . "  (TR 8 7 )  

Several BellSouth witnesses sponsored cost iiiodels that were 
used to develop the recurring and nonrecurring costs  of UNEs and 
W E  combinations. H o w e v e r ,  the emphasis in this issue will be on 
BellSouth's new loop model, the BSTLM. Staff n o t e s  that more 
detailed discussion of other models will occur in subsequent 
issues. 

BSTLM 

In this proceeding BellSouth has introduced a new model, the 
BellSouth Telecommunications Loop Model@ (BSTLM), which is used to 
derive the  costs for unbundled loop elements and service-specific 
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loops. Although the BSTLMO is capable of developing costs for high 
capacity loops and loca l  channels, BellSouth opted to use this 
model to yield the costs f o r  loops only up to a DS1 transmission 
rate; t he  costs for DS3 and above loops w e r e  developed outside of 
the BSTLM@ using spreadsheets .  (TR 8 9 )  

In previous filings BellSouth's loop studies w e r e  based on a 
loop sample, whereby detailed characteristics of a sample of loops 
d-c:ih-~ fxom the compEiny's service terriLory w e r e  & t e r m h e <  and 'iiile 
forward-looking cos t  of this sample calculated. BellSouth witness 
Caldwell notes that there were c e r t a i n  limitations w i t h  this 
approach - -  most importantly, that 'I. . . the original sample was 
statistically valid only f o r  t h e  services tested, i.e., only f o r  
single line residential and single line business loops and only on 
a statewide average basis. Any attempt to stratify the  sample into 
geographic areas f o r  geographic deaveraging could not be 
statistically supported." (Caldwell TR 9 0 )  In addition, conducting 
loop sampling was extremely labor-intensive and time-consuming. 

BellSouth witness Stegeman testifies that BellSouth realized 
that it would need to develop revised loop costs in t i m e  for the  
next round of proceedings where UNE loop r a t e s  would be 
established, and concluded that three options were available. 
First, studies using t he  prior sampling approach could be used; 
second, one of the cos t  pr.'oxy models that was then pub l i c ly  
available could be modified; or t h i r d ,  a n e w  "best of breed" model 
could be developed. (TR 1423)  W i t E e s s  Stegeman agrees with witness 
Caldwell that the sampling approach has too many limitations, and 
thus it was not pursued. 

Regarding t h e  second option, during 1998-1999 various cost 
.c. proxy models were available, including the HAI, BCPM, arld the HCPM. 

Each of these models had been developed primarily for estimating 
the cos t  of an efficient carrier providing universal service, not 
generally for estimating t h e  cos t  of various UNEs. (TR 1424) After 
evaluating each of these models, Bellsouth concluded t h a t  to 
satisfy a11 of its requirements, the cost and time of modifying an 
existing model could exceed that of starting from scratch. (TR 
1425) Accordingly, witness Stegeman testifies t h a t  it was decided 
to develop a new model t h a t  incorporated the bes t  f e a t u r e s  of the 
various universal service models and had the following 
characteristics: 
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0 The results accurately reflect BellSouth's 
engineering practices; 

customer and network data; 

UNEs ; 

The results can support geographic de-averaging of 

b It incorporates all of BellSouth's geocoded 

e It provides results for most required services and 

It does not r e l y  on sampling techniques; 0 

a 

ccsts ;  
would provide an easy-to-use interface. 1426) 

BellSouth witness Stegeman states that there w e r e  several 
demanding design characteristics required of t he  new model: 

e The model must improve upon the routing techniques 

a All loop services and UNEs must be incorporated 

used in the current models. Use road data to 
provide a m q r e  accurate portrayal of cable routing. 

into t he  model. In so doing, the model must 
account for the specific engineering constraints of 
these services and t h e  dispersion of these 
services. 
It must incorporate BellSouth's geocoded data, 
including: 

e All customer pints 
W i r e  center locations 
W i r e  center boundaries 

e It must correctly model the  provisioning of Special 
Services. This would include 2-wire, 4-wire and, 
DS1 loops and subloops. 

e The user must be able t o  control and evaluate a l l  

a 

e 

i n p u t s .  

features, built using common programming tools, 
open to review, and flexible to meet t he  demanding 
and diverse needs. 
The model must reflect the  diversity of services 
and UNEs offered by BST. It must not assume "a 
loop is a loop." 
It must incorporate BellSouth's engineering 

0 The model must be easy to run, have basic window 

approaches. 
The model should perform most processing in t he  
platform to avoid t h e  "Data Black boxes" found i n  
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other models. This means that clustering should be 
a basic part of the  model. 
It should  use t h e  best modeling approaches to a l l  
parts of t h e  network. 
It should build the network to customers, rather 
than moving customers to the network t h a t  is built. 
(TR 1 4 2 7 - 1 4 2 8 )  

Overview of BSTLM@ 

The BSTLM consists of two primary modules: t h e  G I S  (Geographic 
Information System) Pre-processing module, and BSTLM’s main module. 
The Pre-processing module is a data compilation step. According to 
t h e  model documentation, 

The module uses data obtained from multiple sources In 
essence pre-processing prepares ”raw” data for  use by the 
main module and represents one of BSTLM’s most 
significant data  sources. Pre-processing develops the 
location data (customer location) , road networks, w i r e  
center boundaries, network element locations, links t he  
location data with attributes such as services records 
and delimits the data  on a common basis - -  wire center 
boundaries. (EXK 95, Appendix H ,  p .  9 )  

The BSTLM main module is comprised of three processes. First, the 
G I S  process clusters customers i n t o  serving areas, places specific 
network elements, and determines media routes. Second, the  Network 
process consists of three sub-processes: Configuration, Investment 
and Summary. Third,  the Reporting process allows a u s e r  to 
generate a large number of custom reports. (EXH 9 5 ,  Appendix H, 
p.10) 

An important pre-processing s t e p  is the geocoding of customer- 
specific service addresses. Geocoding refers to a process whereby 
t h e  spatial coordinates associated with an address are identified 
and thus can be located on a map. Since t he  customer addresses to 
be geocoded are taken from BellSouth‘s billing systems, each 
geocoded location is also associated with t h e  actual services 
provided to t h a t  customer a t  t h a t  location. (TR 1440) 
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Pre-processinq 

Geocoding starts w i t h  a customer address and t he  road segment 
that corresponds to the  address. A particular road segment 
containing an address is par t  of a large group of road segments 
known as a road network. Bellsouth used the road network for t he  
entire s t a t e  of Florida to geocode BellSouth‘s Florida customers. 
(TR 1440) Not every address can be perfectly matched to a 
particcilar ~ c G I ~  segri:en’. , thGs Y i E L G i f i g -  ~ f i  zccurate ge~clscl~: .  
H o w e v e r ,  varying degrees of accuracy are achievable with t h e  
geocoding software and d a t a  used by BellSouth. For use i n  the 
BSTLM, BellSouth chose to employ only addresses that had been 
successfully geocoded to the address level. Customer locations not 
geocoded to this high level of accuracy were instead surrogated. 
(TR 1444) BellSouth wi tness  Stegeman explains how the  BSTLM 
surrogation is conducted: 

Customer locations are surrogated, t h a t  is placed along 
roadsides within Census Blocks containing a deficient 
number of households or firms. A deficiency in the 
number of households is determined by comparing the 
number of households reported by the  Census to be within 
a Census Block, to the number of BellSouth customers 
successfully geocoded (as described above) to road 
segments within that Census Block. Thi,cr same approach 1s  
used to identify business location deficiencies using Pm. 
firm count% (TR 1445) 

Witness Stegeman notes  that unl ike  other cost proxy models, since 
t h e  BSTLM surrogates actual BellSouth customers, ‘ I .  . .the exact 
services associated w i t h  a customer are retained no matter where 
the location is surrogated.” (TR 1446) The witness testifies that 
an overall geocode success rate of 91% was achieved in BellSouth’s 
Florida territory. (TR 1455)  

A f t e r  preprocessing has been completed, t h e  data required by 
t h e  G I S  processes of the BSTLM main module have been generated f o r  
each w i r e  c en te r  in the state. This d a t a  includes: 

Road segments 
Any additional 
complete graph 
The adjacency 
and segments 

minimal segments requi red  to form a 

relationships of t he  intersections 
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The customer service points locations, with their 

0 The services delivered to these customer service 
road and switch relationships 

points. 

In addition, on a statewide basis, a table of wire centers and 
their switches are produced, as required by t he  GIS processes of 
t he  main application. (TR 1455) 

, 

GIs Module 

The GIS module models each w i r e  center's network, including 
determining t h e  network components needed to serve customers and 
constructing cable routes to connect these components to the 
switch. (TR 1457) The G I S  process groups service points into 
allocation areas (AAs) or Carrier Serving Areas (CSAs) and designs 
the distribution and feeder facilities. (EXH 9 5 ,  Appendix H, p . 2 7 )  
T h i s  process uses a Minimum Spanning Road Tree (MSRT) both to 
cluster service locations and to determine cable routing. "The 
MSRT is analogous to the classic Minimum Spanning Tree (MST) w i t h  
the exception t h a t  points are  connected using only road paths. 
Poin ts  are optimally connected to one another using t h e  overall 
shortest-_length se t  of road paths." [Emphasis i n  original] (EXH 95, 
Appendix H ,  p .  28) 

According to BellSouth witness Stegeman, five steps occur in 
this module to model t h e  network fo r  a w i r e  center. However, 
locations are first identified whose service requirements warrant 
placement of an on-site d i g i t a l  loop carrier (DLC), such as large 
of f i ce  buildings or apartment buildings. These locations are 
excluded from the first four steps, which pertain to the placement 
of distribution or building terminals (DT/BTs) and t h e  clustering 
of DT/BTs. (TR 1457) These steps are: 

1. DT/BT placement: Customer locations requiring a BT 
are identified and assigned a BT. All other 
customer locations are assigned to DTs using an 
algorithm that optimally places the  D T s  along 
roads. In the following steps,  these DTs (and BTs) 
are the units for clustering. T h a t  is, when a DT 
is c l u s t e r e d ,  all of that DT's customers are  
implicitly clustered. . . . 
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2. Allocation Area (AA) Clustering - DT/BTs that are  
within a user-defined distance of the switch - 
typically 1 2 , 0 0 0  ft - are clustered into AAs. The 
module measures t h e  distance between entities of 
t h e  network along roads. Therefore, t he  DT/BTs 
must be close enough to the switch, as measured 
along the  roads,  to fall into ar, AA. The module 
constructs the Minimum Spanning Road T r e e  (MSRT) 
L u L  a l l  czlnS.;dcilz ET/!Ks, then SpiiLS ZZE c r ~ e  i n t ~  
AAs. The MSRT is an optimized t ree  that connects 
the  DT/BTs using paths that follow roads.  The 
original MSRT is preserved and defines the 
distribution cable paths  for the AAs. I . . 

3 .  Carr ier  Serving Area (CSA) Clustering and Digital 
Loop Carrier (DLC) Placement: All remaining DT/BTs 
(i . e . ,  those too remote to be clustered into AAs) 
are clustered into CSAs. The module constructs the 
MSRT f o r  a l l  of these DT/BTs, then splits t h i s  MSRT 
into CSAs. E, DLC is optimally placed for each CSA 
at the location closest t o  the switch that 
minimizes customers requiring t h i c k e r  gauge 
distribution cable.  The distribution cable paths  
f o r  each CSA are defined by the original MSRT. 

4. Feeder Distribution Interface (FDI)  Placement: The 
module places one or more FDIs along t3r l  cable 
paths of each AA and CSA. The service demand and 
cable configuration of the AAiCSA dictate t h e  
number of F D I s  that must be placed. . . . 

5. Feeder Routing: Feeder is routed to the  AAs by 
building a constrained MSRT. The constraint 
requires t h a t  the feeder route  to the  AA must not 
produce customer loops longer than the design l i m i t  
for copper. N e x t ,  t h e  module constructs feeder 
routes to the DLCs in t h e  CSAs .  The w i r e  center is 
divided into quadrants ( N , S , E ,  and W) and a 
separate MSRT f o r  the  DLCs of each quadrant is 
built. This produces up t o  four distinct t runks of 
feeder cable emanating from t h e  s w i t c h .  . . . (TR 

4- _-. - c 

1458-1459) 

Completing t h e s e  five steps results in defining the engineering 
layout of the  network. (TR 1459) N e x t ,  the GIS process takes each 
network element‘s location ( i t s  longitude and latitude), looks up 
the terrain characteristics of each such location, and appends the 
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terrain data t.0 each network element‘s location. (EXH 95, Appendix 
H, p .  4 8 )  

Finally, line density is calculated and assigned to each 
network node. 

Density is calculated at the Distributicii Area (DA) 
level. A convex hull is calculated for each DA. Density 

L7i iic;rking lines per aqaart -’ L L l l L 2  ’ is &1YiiEG as ;lit;.: i-.JJ*cr I- 

of the convex hull area. All network nodes within a DA 
( e . g .  FDI, DT) are assigned the DA’s line density. The 
density of a Carr ie r  Serving Area (CSA) is t h e  total line 
count for the  CSA divided by the sum of t h e  areas of the 
DAs w i t h i n  the CSA. The DLC-RT is assigned the CSA 
density. Finally, the  density of a w i r e  center is the 
total line count for the wire cen te r  divided by t h e  sum 
of t he  areas of all of the DAs in the  w i r e  center. (EXH 
95, Appendix H, p -  4 8 )  

The l a s ~  step is to prepare output f i l e s  t h a t  are used i n  the 
subsequent submodules of t h e  model. First, customers are 
associated with either a DT, a BT, or an on-site DLC; this 
information is combined w i t h  each customer‘s associated services 
and saved as an output. Second, “[tlhe network components are 
--*elated to one another using a parenc chain that defines the 
distribution and feeder cable routes. This association along with 
t he  PT/BTs of a CSA, the route-length to t h e  DLC, as well as the 
route-length to t he  central off ice  ( C O )  is saved as the second 
output  of the  module.” (TR 1459) 

Once t he  GIS process is completed, t h e  Configuration process 
refines t h e  network created by the G I S  process, by sizing the 
feeder and distribution cables by demand and placing requi red  
electronic equipment. T h i s  is accomplished by examining each 
network component by span and sizing it based on engineering 
algorithms and use r  inputs. (TR 1472)  Each record i n  each w i r e  
center network produced by the GIs process is examined and the 
following steps performed: 

e Identify service points requiring extended range 
provisioning from a DLC. These customers are 
identified with an “X” a f t e r  t h e i r  s e r v i c e  code. 
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e 

Determine the density zone and density group of 
each record. This is done as a look up from the  
G I s  data to the u s e r  adjustable density table. 
Determine the direct and cumulative cable counts to 
all network components. Each network component 
(Network Interface Device, DT/BT, FDI, etc.) is 
sized using the pair and single channel (DSO) 
equivalents demanded upon that component. Network 
zGL~?s  (cc;ppeis crAd siying) are d e t € l - K k i i i E G  
using the cumulative count of pai r  and DSO 
equivalents. 
Determine the cable type on t he  route, fiber or 
copper. 
Determine the cable gauge based upon t h e  longest 
loop in each distribution area and t h e  value of t he  
CSA24/26GaugeXover or AA24/26GaugeXover. 
Determine the plant m i x .  This determination is 
made based upon the user adjustable rules presented 
in the  p l a n t  mix t ab l e  and characteristics of each 
exdmined component. 
Determine t h e  appropriate s i z e  for cable and 
network components. Types, as well as sizes, for 
DLC, F D I ,  DT/BT, and Network Interface Devices are 
also determined. 
Determine feeder rings, gather DLC’RT locations and 
place them on. feeder rings. (TR 1473) 

The next stage, the  Investment process, determines t h e  
material and other capital-related costs  of the loop network 
constructed in the Configuration process. Using data on the s i z e ,  
type , length and other  factors about network components, the  
investment logic looks up the associated user-provided unit 
material costs. For fiber and copper costs, the input  is 
multiplied by t h e  length of t h e  medium, while €or DTs and BTs t h e  
material cos t  is identified based on the  required s i z e .  (TR 1475) 

I n  contrast, t h e  cost determination f o r  DLCs and SONET is more 
dynamic. Most cost  proxy models contain DLC system costs for only 
a few standardized s i z e s ,  and allow fo r  a single kind of per 
channel plug-in. The BSTLM, however, s i z e s  DLC equipment at each 
site based upon the services that exist at that s i te ,  and provides 
for plug-in line cards specific to the services provisioned from a 
given DLC. (TR 1475) The last step in the Investment process is the 
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derivation of per unit costs ,  which is accomplished by dividing the 
t o t a l  cos ts  by working service counts. {TR 1476) 

In the Summary process, three actions are  performed. F i r s t ,  
t h e  Configuration and Investment files are linked. Second, data is 
aggregated. The BSTLM retains t he  network configuration and 
izvestment, by segment, of each network component and custcLner when 
aggregating costs; however, the segment level data is not available “k : -*-..J, ‘cIle nl ~ ’ .---_. I -  

J. I L L  a L c I L ~ d i  ifi-i-estiilents apeclric to eacn 
service or UNE are determined at this stage. (TR 1477) 
ar x.epcrL i ny , 

Finally, t h e  Reporting process consists of a report generator 
that allows a u s e r  flexibility through the use of a Reporting 
Service (Rservice) definition. An Rservice consists of a user- 
specified combination of network elements; for example, a user can 
create a unique Rservice t h a t  consists of just t h e  network 
components between the customer premises and t h e  cross box. The 
Reporting process a l so  allows the user t o  specify types of loops to 
analyze, including by customer type, by distance f r o m  the  switch or 
the DLC, or by particular 
1478) 

When BellSouth made 
several changes were made 
had been d e t e c t e d  since 

0 type of local loop or local channel. (TR 

its updated filing on August 1 6 ,  2 0 0 0 ,  
t o  t h e  BSTLM t o  correct some errors t h a t  
the  original filing, and t o  add some 

enhanczments to t h e  model.. (TR 1488)  For example, a correction, was 
ma& to the G I S  Pre-processing to exclude ce r t a in  kinds of roads 
that customers do not live next to and cable routing does not 
follow ( e . g . ,  highway access ramps) . As another example, i n  t he  
Investment stage corrections were made to the  logic for calculating 
building cable; in the prior version of t he  model, when the value 
t h a t  sizes an on-site feeder distribution interface exceeded the 
largest size FDI, t h a t  model erroneously installed no FDIs. 
Various other cor rec t ions  were made. (TR 1488-1490) According to 
BellSouth witness Stegeman, the enhancements to t h e  model, several 
of which were suggested by AT&T, included such t h i n g s  as the 
addition of a feature to track user-initiated input changes, the 
ability t o  create new scenarios starting with an existing scenario, 
the ability to route drops either from l o t  corners or via 
rectilinear routing, and enhanced the  Summary process which reduced 
memory requirements, and processing and reporting time. (TR 1490- 
1493) 
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According t o  BellSouth witness Caldwell, BellSouth produced 
three different scenarios using the BSTLM: BST2000, Combo, and 
Copper. The BST2000 scenario ". . . assumed that all switched 
services were converted to non-switched unbundled network 
elements." (TR 92) Unlike the  BST2000 scenario, which assumed t h e  
deployment of universal digital loop carrier, t h e  Combo scenario 
was u;ed for loop/port combinations and assumes the use of 
integrated digital loop carrier. 'The Copper scenario was used t o  

the copper to fiber crossover point was changed from the standard 
12 kilofeet ( k f t )  to 1,000,000 feet. This extreme input ensures 
that all loops are served by copper." (TR 92) 

d.e\ieivp LOSLS iliosje loops ~ ~ r - v - d  ~ f i  ccqp.5s.r only-.  Iil tliis r G i 1 ,  

AT&T/WorldCom Criticisms 

AT&T and W o w l d C o m  sponsored the joint testimony of witnesses 
Donovan and Pitkin (hereafter, Donovan/Pitkin), whose testimony 
focused on the BSTLM. In their testimony, the witnesses discussed 
what they perceived as advantages and 'disadvantages of the BSTLM, 
and critiqued various inputs and techniques employed by BellSouth 
which they believe result in significant misstatements of cost. (TR 
2121) 

Witnesses Donovan/PfLtkin note that the BSTLM's primary 
advantage is that 'I. . . t h e  model attempts t-o estimate the forward- 
looking eosts of providing unbundled network elements using curicnt 
technology." They also identify as a plus that t h e  model has 
incorporated certain advanced modeling techniques used in other 
recent cost models. Further, they assert w i t h  qualified favor that 

. . the BSTLM relies upon extensive databases, such as road 
databases and actual BellSouth customer databases, that could 
result in m o r e  realistic estimations of the outside plant required 
to provide telecommunications services." (TR 2122) 

slow Processins; Proqram Password Protected; Unable to Create 
Mans 

However, the  witnesses observe that the BSTLM takes  a long 
time to run, and it contains extremely complex programming totaling 
some 30,000 lines of code. (TR 2122) They assert t h a t  the version 
of the complete program provided to them by BellSouth was password 
protected and thus impeded their ability to fully evaluate a11 
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processes within the model. Witnesses Donovan/Pitkin also contend 
that BellSouth r e fused  to provide them w i t h  certain information 
that they needed to perform analyses on the BSTLM that had been 
conducted by BellSouth. Specifically, BellSouth witness Stegeman's 
testimony, the witnesses state, contains c e r t a i n  maps that reflect 
the network architecture constructed by t h e  BSTLM; they allege that 
BellSouth cau ld  not give them access to cer tain files generated by 
the model from which these maps were created. Their overall review 
of the 8s'iLIdi has k3~~i- i  harrLpered fiji IicJt kis-~iccj a c c ~ s s  to cfie 
underlying source code and t h e  data used to produce network maps 
and, as a result, they asserted that they were unable to conduct 
sensitivity runs whereby the BSTLM's actual formula w e r e  modified, 
or to view t he  network constructed by the model. (TR 2123-2124) 
Witnesses Donovan/Pitkin acknowledge that, given enough time, they 
probably would have been able to overcome these limitations; 
however, since it takes 18 to 24 days to replicate BellSouth's 
filing, they chose to restrict their efforts. (TR 2124-2125) 

Notwithstanding caveats re lated to certhin portions of the 
BSTLM that they had not been able to review and audit, witnesses 
Donovan/Pitkin concluded t h a t  the  material quantities estimated by 
the BellSouth loop model are reasonable: 

Because the BSTLM is a bottoms-up model, it tries to 
estimate the equipment quantities necessary to construct 
the local telephone network based on a series of 
assumptions and inputs. The reliability of both the 
underlying assumptions and inputs d i r e c t l y  affect the 
reliability of the BSTLM's outputs. In this proceeding, 
BellSouth has used its actual customer service addresses 
and t he  actual road network in BellSouth service 
territories as inputs to the model .- With a few 
exceptions, we conclude t h a t  t h e  underlying way in which 
the BSTLM constructs the local telephone network is 
reasonable. Therefore, the BSTLM itself can be used to 
construct a local  telephone network. (TR 2126)  

Although t hey  generally endorse the use  of t h e  BSTLM in this 
proceeding, the witnesses do dispute ce r t a in  modeling techniques 
employed, inputs, and applications of the model. (TR 2126) 
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Three Scenarios v. One Scenario 

The AT&T/WorldCom witnesses contend that BellSouth improperly 
submitted three different BSTLM scenarios in this docket: the BST 
2 0 0 0  run, the Combo run, and the Copper Only run. Instead, they 
argue that the ". . . t h e  BSTLM should construct a sinqle network 
t h a t  estimates the forward-looking cos ts  of providing the 
underlying services using existing technoloqy. The only scenario 
iil3-t BellSouih L'iieCI ihat coEsistent w i L i i  Lk..eSE y2s inc iZJLes  is 
the scenario called 'Combo. ' ' I  (TR 2128-2129) Although other  parties 
a lso  agree that a single network should be modeled, their testimony 
on this point  w a s  focused on Issue 3 and thus i s  addressed there.  
As is discussed at length in Issue 3 ,  witnesses for the D a t a  CLECs 
also argue that a single network should be modeled. (Murray TR 
2491-2492; Data ALECs BR at 31; FCCA ALECs BR at 36; Sprint BR at 
17) 

Witnesses DonovanlPitkin s t a t e  t h a t  t h e  BST 2000, which 
assumes the deployment of universal DLC, is inappropriate because 
it assumes that there will be an unnecessary conversion from 
d i g i t a l  to analog at the cent ra l  office ((20). They contend that 
this conversion to analog at t h e  CO is clearly not required when 
the BellSouth loop is terminated at t h e  BellSouth switch, and 
neither is  it required when a loop is purchased on a stand-alone 
basis. (TR 2129) The witnesses assert that this extra d i g i t a l  to 
analog conversion is  inefficient, and would hinder an ALEC' s 
ability to compete with the ILEC on pr ice  or quality. (TR 2130) 
They assert that N e x t  Generation Digital Loop Carrier systems 
(NGDLC) can support multiple switches: 

0 

This allows new e n t r a n t s  to use integrated loops with 
either BellSouth's local switch or their own switch, in 
either case without analog conversion. The n?imber of 
switches t h a t  an IDLC can support with a GR-303 interface 
varies by vendor. For example, Litespan 2000 can support 
four and the NORTEL AccessNode supports five, and DISC*S 
supports three. (TR 2130) 

Witnesses Donovan/Pitkin conclude t h a t  the " .  . . 'BST 2000' 
scenario is wasteful of equipment and technology because every 
single line is unnecessarily converted back to a copper pair 
circuit in t h e  central office. Therefore, t he  'Combo' scenario 
should be used instead of t h e  'BST2000' scenario." (TR 2131) 
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Witnesses Donovan/Pitkin testify that t he  Copper O n l y  scenario 
should be rejected for two reasons. First, assuming a network 
consisting of 100% copper loops is impractical " .  . .because of 
engineering restrictions on the length of a copper loop to support 
full POTS functionality that includes voice and simple analog dial- 
up modem service." (TR 2131) Second, BellSouth's own outside plant 
deployment guidelines specify t h e  use of both fiber and copper 
facilities. The witnesses assert that BellSouth's Copper Only run 
aF-- - -- . vzs - s n l y  t o  inr ia t ie  L k  ava-zlge cost ~i a CGPFF.:. i G c 2 .  
Accordingly, the  Combo run, which incorporates a single network 
design, should be used f o r  a l l  loops. (TR 2131-2132) 

Outside Plant  LOOD Desisn Enqineerinq 

Witnesses Donovan/Pitkin a l so  disagree with BellSouth's choice 
of inputs that determine outside plant loop design. They observe 
that there are five variables used to design carrier serving areas 
(CSAs) and allocation areas ( A a s )  : 

1. Soft copper limits 
2. Hard copper limits 
3. Line limits between the s o f t  and hard limits 
4 .  24-to-26 gauge crossover lengths 
5. Extended range line card l i m i t s  (TR 2148) 

The witnesses testify that the ap2ropriate choice of values to be 
used in t h e  BSTLM for these variables should be that which yields 
the least-cost design. (TR 2148) They s t a t e  that in their opinion 
there are t w o  options that could be used.  

The first option would require limiting the maximum 
copper loop length to 17,600 feet .  In this scenario, t h e  
copper distribution plant would use 24-gauge copper cable 
for loop lengths over 13,000 feet and would never require 
extended range line cards. The 17,600 foot maximum 
length comports w i t h  A l c a t e l  Litespan 2 0 0 0  DLC practices. 

The second option would requi re  reducing t h e  maximum 
copper loop length from 17,600 feet  to 16,800 fee t .  In 
t h i s  scenario, the DLC equipment would use extended range 
line cards f o r  loop lengths over 13,000 fee t  and would 
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never require 24-gauge copper cable. Extended range line 
cads can be powered to overcome the  thinner 26-gauge w i r e  
fo r  long lengths normally requiring 24-gauge copper. (TR 
2149) 

I n  implementing these two options, witnesses Donovan/Pitkin a l s o  
adjusted the  s o f t  coppe:c loop length to equal t h e  hard copper 
length limit, and modified the number of lines between the  soft 

number of lines i n  an ?LA or CSA. (TR 2149) The witnesses conducted 
sensitivity runs incorporating the assumptions in each of these two 
options; these runs indicated that Option 2 " .  . .(using extended 
range line cards above 13,000 feet with a m a x i m u m  loop length of 
16,800 feet on 26-gauge copper cable ,  with no 24-gauge copper 
cable) is t h e  most economical choice." (TR 2150) 

lsep lL-Aytll  zrld t h e  iisrd lfiop is i ;s tkl  so tfi;at it e q - ~ z i ~  t h e  r,sxf-Tl-Gm 

Allocation of Shared Investments 

Witnesses Donovan/Pitkin note t h a t  t h e  BSTLM assigns specific 
services to unique customer locations, and categorizes customers 
according to one of 44 types of services. For any given service, 
it may have service-specific investments ( e . g . ,  a particular type 
of line card), and also use shared investments (e .g . . ,  d i g i t a l  loop 
carrier common equipment, fiber f w d e r  cable). In the  BSTLM it is 
necessary to allocate shared Investments to individual services; 
the model allocates investment in shared equipment based on DSO 
equivalents. Thus, because of its greater  bandwidth, a HDSL loop 
w i l l .  be allocated more shared investment than a simple POTS loop. 
(TR 2151) The witnesses assert that 

* 

Such an allocation arbitrarily shifts investment away 
from t h e  POTS loop to the higher-bandwidth services, 
making advanced services excessively expensive for a CLEC 
to purchase as a UNE. This approach is particularly 
arbitrary because the DSO capacity of a service has 
little relevance to the costs of DLC shared equipment or 
fiber feeder associated with a particular service. (TR 
2152) 

Witnesses Donovan/Pitkin acknowledge that any allocation of shared 
investments is inherently arbitrary. (TR 2151) However, they argue 
t h a t  t h e  allocation method used in t h e  BSTLM has decided 
competitive impacts, but they see no particular advantage in the * 
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approach. (TR 2152) Instead, the witnesses contend that a more 
reasonable approach would be to allocate shared investments based 
on the equivalent number of copper pairs required f o r  a given 
service. "Using that method, a two-pair copper loop, such as HDSL, 
would be allocated twice t h e  shared investment of a single copper 
pair - -  regardless of the services being carried over the copper 
pair. Another way to view t h i s  issue is that a 'loop is a loop.'" 
(TR 2154) 

Witnesses Donovan/Pitkin admit that t h e i r  approach may 
understate DLC investments because the BSTLM uses DSO equivalents 
both to allocate shared investments and to s i z e  DLC equipment. 
Using per copper pair equivalents instead of DSO equivalents likely 
results in undersizing the DLC optical equipment. They note t h a t  
w e r e  unable to modify t h e  BSTLM algorithms to overcome this 
problem, and instead made their  recommended adjustment by altering 
t h e  user-adjustable inputs. (TR 2155) 

I 

Cable Routins Within a CSA 

The AT&T/WorldCom witnesses also assert that t he  BSTLM may not 
employ t he  most efficient network routing within a c a r r i e r  serving 
area and thus m a y  overstate investment. Witnesses Dondvan/Pitkin 
describe the problem they perceive: 

The BSTLM methodology originates the m i n i m u m  spanning 
road tree "MSRT" from the "root node," w h i c h  is the road 
intersection closest to the central  office. The MSRT 
then branches out  in multiple directions to create the 
MSRT f o r  the wire center. . . . 

H o w e v e r ,  t h e  BSTLM fails to deploy this same methodology 
when branching out from DLC locations. Instead, it 
relies on the same MSRT used i n  developing the feeder 
network. In other  words, t h e  BSTLM does not reconstruct 
the MSRT based on DLC locations and may therefore 
artificially restrict the number of customers that can be 
served by a single DLC. This may occur because the  MSRT 
will not split a route the same way t h a t  t h e  MSRT will 
split at the central office. (TR 2156) 

According to w i t n e s s e s  Donovan/Pitkin, by not allowing the MSRT to 
split after a DLC to allow f o r  more d i rec t  routing, loop lengths 
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may be increased. (TR 2157) There are two consequences due to this 
routing. F i r s t ,  some customers served by a DLC may trigger the 
installation of more expensive 24-gauge cable or t h e  use of 
extended range line cards. Second, it is conceivable t h a t  t h e  
BSTLM approach may construct too many DLC sites, by not including 
the maximum the number of customers that could be served by a given 
DLC, due to less direct routing. (1'R 2157) However, the witnesses 
state they w e r e  unable to correct t h i s  problem because they did not 

aL---ss - -  Lu t h e  ES2LIvi sourcs code. \':K ~ 1 5 6 )  

D r o p  Routinq 

The BSTLM's drop calculations assume rectilinear routing from 
a drop terminal to a customer's network interface device ( N I D )  . 
According to witnesses Donovan/Pitkin, however, 

drop terminals typically run from t h e  corner of the l o t  
to t h e  NID located on the customer's house. By assuming 
the drop terminal will extend to t h e  center of t he  f r o n t  
of t h e  lot and then run perpendicular to the front of t.he 
customer's house, the BSTLM consistently overstates this 
distance. (TR 2158) 

The witnesses assert  that 'ihe BSTLM should LIP modified to allow for  
drop routing from the corner of a lot. (TR 2158) 

BellSouth Rebuttal 

Three Scenarios v. One Scenario 

In her rebuttal testimony, BellSouth witness Caldwell 
responded to the claim by AT&T/WorldCom witnesses Donovan/Pitkin 
that only a single BSTLM scenario, the Combos run, is needed. She 
testifies t h a t  the BST2000 scenario is used to develop costs fo r  
all of the non-copper only,  non-UNE combinations UNEs, and that 
this scenario " .  . . reflects the fact that a l l  UNE loops (other 
than those  combined with a port  in t h e  Combo scenario) served via 
a fiber feeder based d i g i t a l  loop carrier ("DLC") system must 
operate on a non-integrated basis since these unbundled loops are 
not terminated directly into the Bellsouth switch." (TR 1216) 
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Witness Caldwell s ta tes  that the Copper Only run is necessary 
in order to derive costs for non-loaded copper facilities. I n  t h e  
BST2000 and Combo scenarios, she s ta tes  that t h e  maximum copper 
loop l eng th  is limited to approximately 12 K f t .  Since ALECs desire 
to obtain access t o  copper loops of unlimited length, it was 
necessary to modify a BSTLM design parameter to allow for loops 
provisioned 100% on copper feeder and distribution c a b l e -  (TR 1217) 

F i i i G i i l  , w i c r ; t s s  C a i d ~ e l l  ecjritencis L ~ L  'Lii^lt CO&O scefiario is 
used only fo r  2 - w i r e  analog voice grade and 2-wire ISDN loops used 
in conjunction w i t h  a port. These loop/port combinations can be 
provisioned via integrated DLC and the Combo run reflects this 
f a c t .  (TI3 1 2 1 7 )  

The witness argues t h a t  a single scenario would lead t o  under- 
recovery for BellSouth because not all uses of a loop are reflected 
in a single scenario.  She describes why multiple scenarios are 
needed to r e f l e c t  the cos t s  of multiple uses of UNE loops. 

For example, assume a customer is located 1 5 , 0 0 0  feet 
from the cent ra l  office. If the Combo scenario w a s  used 
exclusively, this customer would never be considered for 
an unbundled copper loop since in the  Combo run a l l  loops 
over 12,000 feet are  served via DLC or fiber. A l s o ,  if 
this loop was used to provide a stand-alom loop t h a t  
connects to an ALEC switch, the  cost is understated. 
Before a voice grade circuit can go to an ALEC switch, 
this loop must be removed from the DLC d i g i t a l  DSI, 
converted t o  voice grade, and terminated on the main 
distribution frame ("MDF") . The costs  for this 
conversion and the MDF termination are not included in 
the Combo rtiipi. Multiple scenarios are  the  only w a y  to 
ensure that all costs of t h e  various UNEs are identified. 
(TR 1218) 

Witness Caldwell also provides two reasons why copper only 
loops should not be derived from the Combo run. F i r s t ,  this 
scenario assumes fiber-fed DLC s y s t e m s  that are integrated in to  the 
CO switch. This is an inappropriate assumption for a copper-only 
loop because they do not terminate in BellSouth's switches. 
Second, the Combo scenario restricts the m a x i m u m  copper loop length 
to about 12,000 feet. Using t h e  average cos t  of copper-only loops 
less than or equal to 12,000 as the basis for a price for loops of 
a l l  lengths would be unreasonable. 
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In his rebuttal testimony filed on August 21, 2000, BellSouth 
witness Milner counters witnesses Donovan/Pitkin's assertion that 
the single network architecture using integrated DLC (JDLC) 
reflected in t h e  Combo scenario should be accepted. Witness Milner 
asserts that it is not technically feasible €or BellSouth to 
provide a stand-alone unbundled loop using IDLC at l e s s  than a DS1 
level; thus, it is necessary to model uriiversal  digital loop 
carrier (UDLC) to determine the cost of a single unbundled DSO 
iGop. (YR i L j j $ i S j  

Witness Miher testifies t h a t  having a GR-303 compliant IDLC 
system would allow BellSouth to provide IDLC functionality, but 
s t i l l  at the DS1 level. He explains: 

The ALEC could choose to acquire a single unbundled loop 
from a given IDLC remote terminal and t ha t  single 
unbundled loop would require BellSouth to establish an 
entire DS-1 for transport. Thus, when we are t a l k i n g  
about a single unbundled loop at t h e  DS-0 level, Mr. 
Pitkin's and M r .  Donovan's solution to use GR-303 
compliant IDLC is no solution at all. . . . As Mr. Pitkin 
and Mr. Donovan acknowledge, existing GR-303 compliant 
ILDC systems can only be integrated w i t h  a very limited 
number of different switches. Since these IDLC systems 
must be used in conjunction with BellSouth's s y s t e m s ,  
only one or t w o  ALECs could even s t a n d  to benefit from. 
t h e  arrangement they propose. (TR 1966-196?) 

Outside Plant Loop Desiqn Enqineerinq 

In her  rebuttal testimony, BellSouth witness Caldwell noted 
that there were two flaws in AT&T/WorldCom witnesses 
Donovan/Pitkin's cost minimization proposal. F i r s t ,  this proposal 
is not consistent with BellSouth's engineering principles. Second, 
in BellSouth's original cost filing, used by witnesses 
Donovan/Pitkin t o  arrive at t h e i r  proposal, BellSouth had 
erroneously set the price of extended range l i n e  cards equal to 
those of standard line cards; this error  was corrected i n  
BellSouth's revised August 16, 2000 filing. Because of BellSouth's 
error, witnesses Donovan/Pitkin's analysis is invalid. (TR 1220) 
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Allocation of Shared Investments 

BellSouth witness Caldwell disagrees with AT&T/WorldCom 
witnesses Donovan/Pitkin’s position t h a t  shared investments should 
be allocated based on p a i r  equivalents rather than DSO equivalents. 
She contends that an allocation based on DSO equivalents is a 
reasonable methodology and she notes that in many instances, ”. . 
. t h e  equipment is actually s i z e d  based on DSO equivalents. (TR 
i121) The witness a k c ;  iiates t:’%ilC r i e  ESTLM USES i3SU eqiivalzi;cs 
both to s i z e  equipment and to allocate shared costs .  Since 
witnesses Donovan/Pitkin’s proposed adjustments undersize certain 
equipment components, witness Caldwell believes this alone is 
adequate grounds f o r  rejecting such a proposal. (TR 1221) Moreover, 
she a lso s t a t e s  t h a t  allocating DLC common costs and fiber costs  on 
DSO equivalents is commonplace. (TR 1222) 

Bellsouth witness Stegeman also testifies in his rebuttal 
testimony that he believes t h a t  ”The DSO approach to apportioning 
t h e  Fiber and portions of the DLC is reasonable and no more 
“arbitraiy” than the use of Service counts or copper pair counts.” 
(TR 1499) He observes that the AT&T/WorldCom witnesses appear to 
agree that DSO capacity is a valid basis to size DLC systems, which 
seems to imply t h a t  there is a causa l  nexus between DSOS and 
required DLC equipment. As such, the witness concludes “Such cost 
causality indicates merit to apportionincj costs  by DSOs . ’ I  (TR 1499) 

Witness Stegeman considers witnesses L?onovan/Pitkin‘s 
alternative approach unacceptable, especially since it underbuilds 
the network. To es t imate  the magnitude of the underbuilding, t h e  
witness conducted two runs of the BST2000 scenario: one using the 
August 16, 2000 version of BSTLM; one using witnesses 
Donovan/Pitkin‘s proposed DSO equivalent surrogates from their 
Exhibit JCD/BFP 10 (EXH 125). Witness Stegeman states t h a t  a 
comparison of the two model runs shows the Donovan/Pitkin approach 
underbuilds the network by 3%. (TR 1500) He also notes less than 1% 
of the services about which the AT&T/WorldCom witnesses had 
concerns are provisioned out of fiber-fed DLC systems. He 
concludes that a 3% underbuilding is not warranted for 1% of the 
services that use such DLC systems. (TR 1500) 

- 163 - 



0 DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2001 

S l o w  Processinq; P r o q r a m  Password Protected; Unable to Create 
MaDs 

In his rebuttal testimony BellSouth witness Stegeman states 
that BellSouth has addressed concerns r a i sed  by AT&T/WorldCom 
witnesses Donovan/Pitkin concerning certain cumbersome aspects of 

. the BSTLM. He notes that the latest version of the model has 
decreased the processing time while enhancing the granularity and 
~ c c a r s q -  of reported m i x i n x i x i .  The witfiess identlries iivs 
improvements in this area: (1) t h e  summary process has been 
modified so t h a t  t he  state of Florida can be processed in one run; 
(2) processing t i m e  has been reduced where a Florida run can be 
done in less than 24 hours; (3) generating reports from BSTLM now 
takes a fraction of the time compared to the prior version; (4) the 
process wizard now allows t h e  user  to set up all processing, report 
specification and CostCalculator f i l e s  in one step; (5) programming 
changes were made to minimize likelihood of a system crash noted on 
some machines. (TR 1495-1496) 

Witness Stegeman testified that BellSouth has provided to 
AT&T/WorldCom t h e  MapInfo tables that were used to generate the 
charts contained in h i s  d i rec t  testimony. He asserts t h a t  these 
files w i l l  enable witnesses Donovan/Pitkin to replicate his maps, 
and a lso  view t he  resulLs of BSTLM for the ent i re  w i r e  center. The 
witness also notes  tha t  BSTLM has a "Tree" viewing function, w h i c h  
aI . lows a user to graphica l ly  depict t he  modeled network- ( ' 32  1497) 

D r o D  Routinq 

Bellsouth witness Stegeman states that 

In t h e  new version of BSTLM, t h e  use r  is now able to 
select the method used to route the drop. By selecting 
the appropriate value €or the i n p u t ,  the drop is either 
run rectilinearly or a t  an angle from the corner of the 
l o t .  BellSouth chose to use the angled drop approach in 
the August l6th, 2000 filing. (TR 1496) 

The witness asserts that t h e  change in drop costs is less than the 
21.7% computed by AT&T/WorldCom witnesses Donovan/Pitkin. He 
observes that the Donovan/Pitkin analysis is based on a 
distribution terminal being placed at the corner of a lot. Witness 
Stegeman contends that 'In this situation, the angled drop change 0 
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compared to the rectilinear distance will result in t h e  highest 
percentage change compared to any o t h e r  DTBT placements that the 
may actually occur in the model.” (TR 1497) Since not all DTBT 
placements a r e  at lot corners ,  the impact is less than estimated by 
the AT&T/WorldCom witnesses. (TR 1497) 

Cable Routinq Within a CSA 

In his rebuttal testimony BellSouth witness Stegeman responds 
to the claims of AT&T/WorldCom witnesses Donovan/Pitkin t h a t  the 
BSTLM may overstate the required amount of network facilities, due 
to what they characterize as circuitous routing. Witness Stegeman 
s ta tes  that he believes that this impression may have resulted from 
unclear model documentation. He testifies t h a t  t he  model 
documentation has been rewritten and he now believes it will 
resolve witnesses Donovan/Pitkin’s concerns. He concludes that I\. 

. . ,  t he  BSTLM‘s route distance is the minimum realistic route 
distance needed t o  connec t  the distxibution terminals within a 
CSA.” (TR 1504) 

AT&T/WorldCom Supplemental Rebuttal Testimony 

In their supplemental rebuttal testimony, witnesses 
Donovan/Pitkin testl fy t h a t  a t  a meeting with BellSouth 
represcxitatives on July 7, 2000, witness Pitkin raised five c c s t -  
rel:3ted issues involving the BSTLM: (1) drop lengths; (2) MSRT 
routing from the DLC; (3) l and  and building factors; (4) DLC and 
SONET vendor m i x ;  and ( 5 )  allocation of shared facilities. (TR 
2165-2166) The AT&T/WorldCom witnesses assert t h a t  BellSouth’s 
revised cost studies only attempted to implement one of these five 
items, and ’\. . . w e  do not believe that change was implemented 
correctly. (TR 2167) To the contrary, witnesses Donovan/Pitkin 
allege that 

The vast majority of BellSouth’s revisions are a blatant 
attempt to slip i n  last-minute modifications in this 
proceeding. In f a c t ,  the majority of BellSouth‘s 
substantive revisions are not modifications t o  the model 
at all - -  they are modifications to inputs used by the 
model. AT&T and WorldCom would have objected to t h i s  
l a t e  submission much earlier had we not been mislead by 
BellSouth’s claims that the new cost studies were 
prompted by our July 7, 2000 meeting. (TR 2167-2168) 
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According to witnesses Donovan/Pitkin, t h e  one change t o  the 
BSTLM implemented by BellSouth, drop routing, was done incorrectly. 
While t h e  BellSouth revision provides for drops to be routed from 
the  corner of a l o t ,  not a l l  drops are routed in t h i s  manner. I n  
contrast, t he  AT&T/WorldCom witnesses contend that ’I [TI he BSTLM 
should always assume the drop is placed at t h e  corner of a 
customer‘s lot. (TR 2169) 

rE:gard to j-flE AT&T,’h----. VI iULcl i l l  -, .-- W ~ L T . L E . Z  S ~ S  c3ncern tiiat tiie 

BSTLM‘s routing from t he  DLC may no t  be optimal, witnesses 
Donovan/Pitkin note they are not satisfied with BellSouth witness 
Stegeman‘s c l a i m  t h a t  revised model documentation has cleared up 
t h i s  i s s u e .  They claim that since the BSTLM relies on t h e  switch 
node a s  t h e  source node to construct a CSA, \’. I .the customers 
that are served by a given DLC do not follow the true MSRT path  
back t o  the DLC but follow a proxy MSRT path  back to the switch.” 
(TR 2171-2172) However, witnesses Donovan/Pitkin s t a t e  t h a t  no 
party nor the commission is able to adjust the BSTLM to resolve 
this problem. Accordingly, they  recommend t h a t  the BSTLM results 
”.  . .are likely t o o  high and therefore should be considered t h e  
maximum costs of constructing the network and are not truly the 
l e a s t - c o s t  solution.” (TR 2 1 7 2 )  

Witnesses Donovan/Pitkin state t h a t  BellSouth ignored their 
proposal t o  allocate the cost of shared facilities on a per pair 
equivalents, rather than on a per DSO b a s i s .  They testify t h a t  

. . . BellSouth asserts that a bias  is created by 
p o t e n t i a l l y  underbuilding the  network but has no problem 
advocating a methodology that introduces a bias  that 
raises the cost of advanced service UNEs and impedes 
competition fo r  these advanced service offerings to the 
consumers of Florida. This Commission must simply 
determine which approach is more acceptable. I n  e i ther  
case, the bias inherent in BellSouth’s methodology and 
our proposed cor rec t ion  primarily impact t he  advanced 
services UNEs. Simply put, under either scenario, the 
model w i l l  produce the correct investment associated w i t h  
basic service. Therefore, this Commission’s decision 
impacts the pr i ces  for more advances services and the 
level of competition to provide those services i n  
Florida. (TR 2177-2178) 
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The  witnesses also assert that BellSouth witness Stegeman' s 
position is inconsistent with that t aken  in a Georgia universal 
service proceeding, where he advocated use of special  access p a i r  
equivalents, r a the r  than DSO equivalents. (TR 2178) 

Recommendat -on 

FuriuameiiC&iiy/ this issue pertains LG the  aFgropri2te network 
design that should be modeled for outside plant, and how best to 
account for customer locations when modeling such ou t s ide  plant. 
As noted earlier, the parties are in general  agreement that 
BellSouth's new loop model, the BSTLM, has t h e  capability to 
generate realistic e s t i m a t e s  of the amount of outside plant 
required to provision services. (TR 2122) H o w e v e r ,  there is 
disagreement on a few modeling issues, and on certain of the inputs 
that used within the model. The modeling issues are dealt with 
here, while questions as to t h e  appropriate inputs are addressed in 
subsequent subissues. 

Slow Processins; P r o q r a m  Password Protected: Unable to Create 
MaDs 

There appear to be three issues raised by AT&T/WorldCom 
witnesses Donovan/Pitkin, which they imply i.mpeded in varying 
degrees their ability t o  thoroughly review and analyze t h e  BSTLM. 
First, they n o t e  that initially it took three to four days to run 
the model for each of BellSouth's filed runs. ( T R  2124) In 
response, BellSouth witness Stegeman stated that revisions and 
enhancements continued to be made to the BSTLM, one of which allows 
for a Florida scenario to be run in under 24 hcrurs. (TR 1495) While 
s t a f f  acknowledges that e a r l y  on the model's processing time was 
somewhat of an obstacle, especially if alternative sensitivity 
analyses w e r e  to be run, significant improvement has been made in 
this area. The BSTLM is a very large, complex cost proxy model; 
although it may be somewhat cumbersome to operate, this is not 
surprising but we doubt it was t h u s  designed to impede review. 

Second, t he  AT&T/WorldCom witnesses complain that they w e r e  
not given the source code to the  BSTLM; rather, they were provided 
with a password protected .pdf version of the model. (TR 2123) They 
subsequently admit that given sufficient time their review efforts 
would not have been impeded. They subsequently admit that given 
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sufficient time their review efforts would not have been impeded. 
Staff notes that the sensitivity runs witnesses Donovan/Pitkin 
wished to conduct were not merely alternative runs  substituting 
different input values; rather, they apparently wanted to be able 
to alter the BSTLM‘s algorithms - -  Le., so they could re-engineer 
the model. While staff believes that BellSouth w a s  obligated t o  
provide parties ::he ability to review and critique the model, we do 
not believe it was required to provide the actual  source code. 

Third, witnesses Donovan/Pitkin state that they were not given 
certain .idb files which contain information from which maps of the 
network modeled by the BSTLM could be created. (TR 2123-2124) 
H o w e v e r ,  BellSouth witness Stegeman testifies t h a t  BellSouth 
subsequently provided the necessary MapInfo data he used to create 
his maps t o  the AT&T/WorldCom witnesses. (TR 1497) 

On balance, s t a f f  concludes that BellSouth’s actions here did 
not impede AT&T/WorldCom’s ability to review and critique the 
BSTLM. 

Three Scenarios v. O n e  Scenario 

In its cost study filing BellSouth submitted three distinct 
BSTLM scenarios: Copper Only, used to derive t he  costs  of copper- 
based xL>SL-capable loops;- Combos, used to determine the costs of 2-  
w i r e  analog VG UNE lcops and 2-wire ISDN UNE loops provisioned with 
a port; and BST2090, used to arrive at cos ts  for all other loop 
types (other than those above DSZ) . In contrast, all other parties 
appear to agree that a single scenario, the  Combos scenario, should 
be used for all loop types. In principle, staff also believes that 
a single unified network design is most appropriate. However, we 
believe this goal is not attainable based on t h i s  record. Staff 
will discuss each of BellSouth’s scenarios separately. 

The only fundamental difference between the Copper Only run 
and the other scenarios is that  the fiber/copper breakpoint was s e t  
at ~ , O O O , O O O  f ee t ,  in order fo r  the model always to deploy copper 
feeder and distribution cable.  However, apparently the only reason 
BellSouth chose to do t h i s  is to model its proposed Unbundled 
Copper Loop - Long (UCL-Long) - -  which is of unlimited length. 
S t a f f  would note that a11 of the other  copper-only loops are 
restricted to specific lengths; e -9. , BellSouth’s ADSL-capable loop 
is restricted to a maximum of 18 K f t .  As such, it appears to staff 
that all xDSL-cable loops could have been derived f r o m ,  e.g., t he  e 
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BST2000 run set at varying fiber/copper breakpoints. As discussed 
at l ength  in Issue 3 ,  staff believes this is a reasonable procedure 
since BellSouth’s primary purpose w a s  to arrive at t h e  costs of 
copper-only loops of specific lengths. We would observe, however, 
that BellSouth witness Caldwell testifies t ha t  the average length 
of t he  2-wire UCL-Long modeled by the BSTLM is almost 43,000 fee t ;  
s t a f f  suspects it i e  doubtful that an ALEC who desired a clean 
copper loop that was, e - g . ,  19 or 20 Kft would ever order 
~ e i 1 S o u t : i ’ a  offeriag. 

S t a f f  agrees with BellSouth that t h e  record does not support 
t h a t  stand-alone DSO level UNE loops can be handed off to an ALEC 
where integrated digital loop carrier (IDLC) is deployed. We noted 
t h a t  BellSouth witness Miher testifies t h a t  it is not technically 
feasible to provide a stand-alone unbundled loop at less than a DSl 
level; he s ta tes  t h a t  even where the ILDC is GR-303 compliant, 
though it appears that a DSO could be delivered, it would require 
an entire DS1 facility for transport .  (TR 1966-67) Accordingly, at 
this time staff concludes t h a t  the record supports t h a t  the BST2000 
is an appropriate basis for determining 
costs  of stand-alone UNE loop offerings, while the Combos run is 
appropriate only f o r  certain in tegra ted  loop/port. 

Although s t a f f  thus concludes that BellSouth’s use of three 
distinct scenarios is reasonable f o r  t h e  purposes of this 
proceeding, we would. note that the  FCC‘s 51.307(c) provjdes t h a t  

An incumbent LEC shall provide a requesting 
telecommunications carrier access to an unbundled network 
element, along with a l l  of t he  unbundled network 
element’s features, functions, and capabilities, in a 
manner that allows the requesting telecommunications 
carr ier  to provide any telecommunications service t h a t  
can be offered by means of that network element. 

To the extent that it is technically feasible to do, s t a f f  believes 
that this rule would require BellSouth to offer a hybrid 
fiber/copper xDSL loop. In accord w i t h  staff’s recommendation in 
Issue 3, staff  notes that BellSouth should prepare and submit such 
a study for the commission’s review. 
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Outside Plant Loop Desisn Enqineerinq 

AT&T/WorldCom witnesses Donovan/Pitkin’s basic point appears 
to be that t h e  basis f o r  choosing between a maximum allowable 
copper loop length, and when to deploy a heavier gauge cable versus 
use extended range line cards is a cost  minimization; t h a t  is, the 
appropriate mix of inputs for these variables is tha t  which yields 
the least-cost design. (TR 2148-2149) In response BellSouth witness 
ZEI~.V,E:?- nzrtcs t h a t  tLi l s  p ro~+aa l ,  xn ich  w o u l d  zliiv&3-~ restrict  
copper loop lengths t o  16.8 Kft on 26-gauge copper w i t h  extended 
range line cards above 13 KFt, was inconsistent with BellSouth’s 
engineering guidelines. (She also noted that the AT&T/WorldCom 
witnesses’ cost minimization analysis was flawed due to a BellSouth 
er ror  i n  its or ig ina l  c o s t  filing.) (TR 1220) Staff notes t h i s  
topic i s  not raised i n  witnesses Donovan/Pitkin’s supplemental 
rebuttal testimony. 

Staff agrees t h a t  cost minimization is a desirable goal; 
however, absent any other basis, we believe it is more appropriate 
for purposes of determining BellSouth’s ’LNE loop cos ts  that they 
reflect BellSouth’s current and prospective engineering principles 
and deployment practices. Accordingly, s t a f f  concludes that 
BellSouth‘s modeling approach is reasonable. 

Allocation of Shared Investments 

The witnesses for BellSouth and AT&T/WorldCom both agree that 
how t h e  BSTLM should allocate such shared investments as fiber 
cable and DLC common equipment is  inherently arbitrary. (Stegeman 
TR 1499; Donovan/Pitkin TR 2151) Notwithstanding this observation, 
witnesses Donovan/Pitkin argue that due to competitive concerns, 
shared investments should be allocated based on per pa i r  
equivalents, rather than DSO equivalents. (TR 2154) In cont ras t ,  
BellSouth witness Stegeman observes t h a t  t h e  BSTLM currently a lso  
sizes DLC equipment based on DSO equivalents, with which technique 
the AT&T/WorldCom witnesses appear to agree is reasonable; the 
BellSouth witness thus i n f e r s  there is a causal connection between 
DSOs the  level of required DLC equipment. (TR 1499) Moreover, 
during redirect examination, witness Stegeman t e s t i f i e s  tha t  there 
is also an indirect link between DSOs and fiber cable: 

And as the model runs, i t  installs fibers from the 12s up 
to the 200s. So, there must be something behind that 
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different - -  differentiation in t h e  number of strands 
installed. An what r e a l l y  drives that is the electronics 
on the end. 

SO, t o  have a consistent approach to the cos t  and t o  be most 
r e a l i s t i c ,  what we looked a t  i s  the e l e c t r o n i c s  on t h e  end, 
which are the DLC systercs. The DLC systems are driven by 
DSOS. And the s i z ing  of those DLC systems are driven by DSOs. 

And as you increase the number of DLC systems i n  your network, 
YOU increase the number of r i n g s ,  which leads t o  an increase 
i n  t h e  number of fibers. So, i n  e f f e c t ,  the D S O s  t h a t  you 
have s i t t i n g  out  t h e r e  do have an impact on the fibers t h a t  
are placed. (TR 1549) 

of t h e  two factors, competitive impact or causal linkage, s ta f f  
believes that where possible, cos t  causal connections should get 
t h e  nod when designing cost models. Thus, staff recommends that 
the BSTLN method of allocating shared investments based on DSC 
equivalents  is reasonable. 

Cable Routinq Within a CSA 

AT&T/WorldCom witnesses  DonovaniPitkin contend that the 
BSTLM’s method of rout ing  cable within a carrier serving area (CSA) 
may not re f lec t  the most efticient, direct routing. (TR 2156) 
BellSouth witness Stegeman replies that t h i s  impression is due to 
the BSTLM’s original documentation being unclear i n  describing the 
cable rou t ing  techniques incorporated i n  t h e  model; the 
documentation has been revised and should e l imina te  any such 
concerns;. (TR 1504) 

I n  their supplemental rebuttal testimony witnesses 
Donovan/Pitkin retort they are still not satisfied t h a t  there is 
n o t  a problem as to cable routing. However, they concede that 
p r e s e n t l y  no par ty  is able to resolve this problem and it should 
just be acknowledged that t h e  BSTLM’s estimated costs are on the 
high end. (TR 2172) 

Staff admits t h a t  we too are unclear as t o  t h e  n a t u r e  of t h e  
alleged problem, and whether and how it should be remedied. Absent 
any proposal to remedy the alleged def i c i ency ,  w e  recommend 
acceptance of t h e  BSTLM’s routing technique. 
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Drop Routinq 

AT&T/WorldCom witnesses Donovan/Pitkin recommended t h a t  t h e  
BSTLM be modified to allow for drop routing from the corner of a 
lot. (TR 2158) BellSouth witness Stegeman testified that t h e  model 
had been revised as requested, a r d  in fact t h e  August 16, 2000 
filings submitted by Bellsouth used the angled drop approach. (TR 

cos ts  is no t  as great as asserted by the AT&T/WorldCom witnesses 
because the BSTLM does not place a l l  distribution terminals at the 
corner of a lot. (TR 1497) Witnesses Donovan/Pitkin a s s e r t  t h a t  
BellSouth incorrectly modified t he  BSTLM, because they believe that 
it should be assumed t h a t  drops are alwavs placed at t he  lot 
corne r .  

i4sr--j - - '  v h i t i r i e s ~  St-,T:gEna;: rioted rnat the 3iitGi;liii of decrease ii> di-cp 

Other than the claim by t h e  AT&T/WorldCom witnesses, staff is 
unable to determine why a d i s t r i b u t i o n  terminal must be placed in 
the corner of a lot. Staff observes t h a t  witnesses Donovanipitkin 
testify that BellSouth's implementation of angled drop routing 
results in a reduction of 15% in the average drop length. (TR 2170) 
Absent any clear understanding of why a distribution terminal 
should be in a l o t  corner, we recommend that BellSouth's approach, 
which employs angled r o u t i n g  but implicitly assumes that some 
terminals are  not in l o t  corners,  is reason&le. 
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ISSUE 7: What are t h e  appropriate assumptions and inputs for t h e  
following items to be used in the forward-looking recurring UNE 
cost studies? 

(b) depreciation; 

RECOMMENDATION: The  appropriate projeciion lives and net salvage 
values s t a f f  recommends to be used in t h e  development of forward- 
looking recurring UNk' cost studies are those snown on Tabies 7 (bj -1. 
and 7 ( b ) - 2 .  ( L e e )  

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs t h a t  should be 
used in the development of forward-looking recurring costs  are 
those set f o r t h  in the cos t  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: The DATA ALECs did not s t a t e  a position on this issue. 

FCCA ALECS: The projection lives should be those adopted by this 
Commission in Table 111 of Order No. PSC-98-0604-FOF-TP, except for 
fiber cable accounts, for which the FCC approved life of 25 years 
shcjuld be employed. 

SPRINT: Sprint has a position only on the following Issue 7 items: 
7 ( d ,  ( f )  I (i), Cj> and (4 .  

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Depreciation is one of the inputs in BellSouth's 
cost model, specificslly the  BellSouth Cost Calculator (BSCC). Two 
witnesses testified on t h e  appropriate depreciation lives and 
resultant ra tes  to use in UNE calculations. Direct and rebuttal 
testimony was presented by witness  Cunningham on behalf of 
BellSouth; direct testimonies w e r e  presented by witness Majoros on 
behalf of AT&T Communications of the Southern States, Inc. and 
WorldCom (AT&T and WorldCom) and witness Barta on behalf of Florida 
Cable Telecommunications Association (FCTA), both being par t  of t h e  
FCCA ALECS. While there is disagreement between the parties 
regarding specific lives to use in this proceeding, they all appear 
t o  agree t h a t  it is appropriate to use projection lives since, by a 
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definition, these lives represent newly placed plant and therefore 
comport with the FCC's requirement of using forward-looking costs. 
(Cunningham TR 764; Majoros TR 9 3 8 ;  Barta TR 747) BellSouth,s 
proposed lives are those resulting from its 2000 BellSouth Florida 
Depreciation Study. (Cunningham TR 764; EXH 52 (DDC-2)) The lives 
proposed by the FCCA ALECs and FCTA, based on their final 
positions, are  those the Commission approved in Order No. PSC-98- 
0604-FOF-TP (1998 UNE Order), issued A p r i l  29, 1998, in Docket Nos. 

arbitration between AT&T and BellSouth, with t he  exception of the 
fiber cable and building accounts. (Majoros TR 938) There is no 
disagreement in t he  salvage values Bellsouth has recommended, 
(Majoros TR 962) A comparison of the lives and salvage values 
proposed by the parties and recommended by staff as appropriate for 
use in UNE calculations in this proceeding are shown on Tables 
7 (b) -1 and 7 (b) - 2 .  

3.60757-r--, 362&33-- ' ; '2  , Siid 36084+.-TP, an ifitercoriiiectloa z ~ G  i-essle 

BellSouth's witness Cunningham testified that t h e  2 0 0 0  
BellSouth Florida Depreciation Study provides explanations of 
methodology, data, and analysis that support BellSouth's 
recommendations. (TR 765) As further support for t h e  
reasonableness of the recommended lives and salvage values, witness 
Cunningham asserts that these values are consistent with the 
depreciation lives and salvage values BellSouth uses for intrastate 
reporti.ng purposes and for  externa; report ing purpcses. (TR 754) 
Lastly, BellSolith claims t h a t  its recommended l ives  are comparable 
to t h e  l i ves  l a s t  prescribed by the FCC for AT&T in 1994 an well as 
other competitors. (Cunningham TR 774; EXH 30-37; ER 4 6 )  

AT&T/WorldCom's witness Majoros asserts t h a t  the FCC's rules 
require that only forward-looking costs be used to s e t  
interconnection rates and that forward-looking cos ts  use economic 
depreciation ra tes .  (TR 9 3 8 )  Witness Majoros notes tha t  his 
recommendations are generally consistent with the  lives set f o r t h  
in the  FCC's 1995 prescription of BellSouth's depreciation rates 
and his recommendation in Docket No. 980696-TP, Determination of 
t h e  C o s t  of Basic Local Telecommunications Service (Universal 
Service Order). (TR 938-939; EXH 21, pp. 14-15) Additionally, 
witness Majoros proffers that the Commission already identified 
lives appropriate for BellSouth UNE calculatibns in the 1998 UNE 
Order and there is no need to revise those, with the exception of 
the  fiber cable accounts and buildings. (TR 939) Further ,  based on 
his review of recent trends in t h e  depreciation reserve and 
retirement patterns of the technologically impacted accounts, 
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witness Majoros concludes that his recommendations represent 
forward-looking costs. (Majoros TR 945) 

To the contrary, BellSouth asserts that t h e  lives prescribed 
by the FCC for interstate depreciation purposes in Florida are 
inappropriate for use in tTNE cost studies. (Cunningham TR 7 6 7 - 7 6 9 )  
Witness Cunningham notes t h a t  the l a s t  i'CC depreciation 
represcription for BellSouth was in 1995 and alleges that the  
rlv~s, pax:c.eu~aLLy L ~ j r '  the L ~ r ~ ' i ~ t ~ G ~ y - ~ e n s i t l v e  E C C G L ~ ~ ~ L S  , zrs ricidl 
too long. (TR 767) Witness Cunningham argues that t he  FCC lives 
are based on t h e  old regulatory paradigm in which plant lives w e r e  
artificially lengthened beyond their t r u e  economic lives so that. 
the investment in that plant would be recovered in smaller year-to- 
year increments over longer periods of time. (TR 7 6 8 )  The 
assumption under this paradigm w a s  always that BellSouth was 
entitled to and would recover all of its investments. (TR 768) 
Witness Cunningham agrees that today's competitive environment is 
not likely to allow BellSouth to recover investment based on lives 
that are inappropriately long. (TR 767-769) 

- I  

In contrast, AT&T/WorldCom's witness Majoros points out that 
t h e  FCC began to put  l e s s  emphasis on historic data  in estimating 
depreciation lives and more emphasis on company plans,  
technological developments, and other future-oriented analyses in 
19.80. (TR 940-941) Additionally, he explains t h e  FCC reaffirmed 
its forward-looking position in establishing ranges of projection 
lives to simplify the depreciation prescription gr-ocess. (TR 941) 
The ranges were based on a review of recent retirement patterns, 
company planning, and the current technological developments and 
trends. (Majoros TR 941; B a r t a  TR 748) 

BellSouth's witness Cunningham argues that the lives adopted 
by the Commission in the 1998 W E  Order are inappropriate for use 
in the instant proceeding. (TR 769) He notes  that Commission 
adopted FCC-prescribed lives fo r  the five major technology- 
sensitive accounts (Digital Switching, D i g i t a l  Circuit, Aerial 
Metallic Cable, Underground Metallic Cable, and Buried Metallic 
Cable). (TR 7 6 9 )  However, the lives adopted in the Commission's 
universal Service O r d e r  w e r e  shorter for the Digi ta l  Switching and 
Digital Circuit accounts than those adopted in the 1998 UNE Order. 
(Cunningham TR 778) Witness Cunningham concludes t h a t  relying on 
a t w o  year old decision is not appropriate due to the dynamic 
process of establishing economic lives. (TR 778) Notwithstanding - 
the above, BellSouth acknowledges that i ts  proposal is inconsistent a 
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with the findings of this Commission as entered  in the 1998 UNE 
Order. (Cunningham TR 7 6 9 )  

Reserve Trends 

Regarding trends in t h e  reserve, AT&T/WorldCom' s witness 
Majores points to t h e  fact that BellSouth's reserve leliel has grown 
from 18.7% in 1980 to 50.7% in 1998, while the 1998 retirement rate 

E>-.@ 7 p: \ 
I;; '"' E il' & E d only- 3 . 1 % .  545;  X l c r i e s s  MGJCXOS ziti k'C.YA's 
witness Barta explain that an increasing reserve is generally a 
sign that depreciation ra tes  anticipate increasing retirement 
levels and the expected life of the plant is decreasing. Without 
indications of a decreasing l i f e ,  witness Majoros asserts t h a t  an 
increasing reserve might be a sign that depreciation rates are too 
high. (Majoros TR 945; B a r t a  TR 750-751) 

Substitution Model 

Witness Cunningham acknowledges t h a t  the Commission has 
expressed concern in t h e  past about use of the substitution model 
in determining the economic lives of metallic cable. (TR 770-772) 
He asserts that t h e  substitution analysis technique used by 
BellSouth, and recognized in technical depreciation literature, has 
been proven effective in projecting t he  adoption of new 
techno?.ogies and the obsolescence of old technologies. (TR 7 7 0 )  -- H e  
proffers that the substitution analysis is a more apFaopriate 
method than relying so le ly  on historical life analysis for t he  
technology-sensitive accounts since t h e  substitution analysis 
recognizes technological obsolescence as t he  m a j o r  cause of 
displacements. (TR 770) 

In support of using the substitution analysis, witness 
Cunningham asserts that the substitution of metallic cable by fiber 
in the  interoffice (IOF) portion of the network is a well- 
established process and illustrates the usefulness and accuracy of 
substitution analysis for determining economic lives, (TR 771) 
Forecasts made in the  late 1980s regarding t he  penetration of fiber 
in the 10F have proven to be very close to the actual penetration 
that has occurred. For this reason, BellSouth has used the same 
method f o r  determining lives for the feeder and distribution 
portions of the network. (Cunningham TR 771) Witness Cunningham 
notes that although t h e  rate of f ibe r  penetration has not been as 
rapid as in the IOF due to lower traffic concentrations, the 
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pattern of substitution has been similar and has proven to be 
u s e f u l  in estimating economic lives. (TR 771) 

.However, BellSouth u s e s  the substitution analysis to make the 
case that FCC-prescribed lives f o r  technology sensitive accounts 
are too long. (Cunningham TR 770-771) AT&T/WorldCom's witness 
Mi,joros does not believe lives resulting from the subsLitution 
analysis are necessarily accurate. (TR 953-957) AS he explained, 
ul1tieriying the  suhstitutioG ~ & G x - > -  is t h e  assu.nption that BeiiSGiici;  
will replace its narrowband telecommunications networks with 
broadband integrated networks capable of providing both 
telecommunications services and video services, bringing broadband 
to t h e  home, and displacing copper plant. (Majoros TR 953) The 
total element long range incremental cost  (TELRIC) standard, 
however, requires  a determination of t he  stand-alone cost of UNEs 
in an efficient telecommunications network. (TR 953) The plant 
lives appropriate f o r  such a calculation should not be based on the 
assumption t h a t  efficient telecommunications facilities will be 
prematurely retired to provide broadband services. (Majoros TR 953-  
954)  

BellSouth responds to witness Majoros's claims by stating that 
t h e  addition of fiber in the network does not  make it a broadband 
network, but fiber allows service providers to transport high 
traffic volumes, whi.ch may include higher bandwidth services. 
(Cunningham TR 786) The  replacement o f  today's network will ocxur 
due tc> normal mortality and technological obsolescence, that is, 
when the current technology is not t h e  most efficient means of 
providing voice and data services. (TR 7 8 7 )  

Witness Majoros also asserts that t h e  output of the 
substitution analysis is only as accurate as the inputs selected. 
(TR 954) He argues that substitution analysis is irrelevant unless 
it i s  known that a new technology will replace, not supplement, an 
older technology. Even when a substitution has started, it does 
not necessarily follow t h a t  the substitution will finish according 
to pattern. Even if a full substitution is likely, the formula 
requires t he  u s e r  to predict both t h e  rate of substitution and the  
point at which the replacement technology will reach 50%. (Majoros 
TR 954-9551 

AT&T/WorldCom's w i t n e s s  
model BellSouth uses requires 
which the new technology will e 

Majoros opines t h a t  t h e  substitution 
u s e r  inputs, one of which is the date 
represent 50% of the universe, This 
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is, in essence, a requirement to input t h e  average remaining l i f e  
of the existing, embedded investment. Consequently, the  output is 
essentially defined by the analyst using the model. The output 
being an estimate of t h e  average remaining life of existing 
equipment. (EXH 21, pp. 8-9 )  He therefore concludes tha t  the basis 
f o r  the model inputs appear t o  be largely judgmental. (EXH 21, p .  
12 1 

Finally, BellSouth asserts that any concerns about the  lives 
proposed by BellSouth should be readily allayed by the  fact that 
they are comparable to the lives currently used by BellSouth’s 
competitors for depreciation purposes. (Cunningham TR 774; BR 48; 
EXH 30-37)  BellSouth notes  i n  its brief that its recommended 10- 
year l i f e  for  digital switching is the same or higher than the life 
ALLTEL, AT&T, Covad, FDN, W o r l d C o m ,  Intermedia, Rhythms, or  Time 
Warner is using f o r  their switches. (BR 48; EXH 30-37) BellSouth 
asserts that it is t h e  only Ear ty  offerii7g an analysis of plant 
lives through its depreciation study and the results of that 
analysis are consistent with t h e  judgement of competitors. (BR 46) 
However, BellSouth concedes that the cost for its technology- 
sensitive categories of equipment charged year-by-year through 
depreciation would be equal to or l ess  using WorldCom’s lives than 
using BellSouth’s lives. (Cunningham TR 866-867) 

Witness Majoros prof fers  t h a t  BellSouth‘s comparison to :he . 
lives prescribed by t h e  FCC for AT&T i n  1994 does not  provide an 
appropriate benchmark. (TR 9 5 0 - 9 5 1 )  H e  asserts that the plant 
lives of interexchange carriers (Ixcs) are simply inappropriate  for  
use i n  calculating UNE cos ts -  (TR 950-951)  He explains t ha t  t h e  
expected life of plant is largely dependent on specific use and the 
use of plant by a local exchange company to provide local exchange 
and exchange access service like BellSouth is much different that 
t he  use of plant by I X C s  f o r  interexchange s e r v i c e .  ( T R  951) 

IXCS are much less capital intensive than LECs, and thus 
are able to economically replace their plant much fas te r  
than LECs when t h e  occasion demands. To service all 
homes and businesses in the nation, an LXC needs only 
about 150 switches and 100,000 sheath kilometers of 
cable. To gain the same ubiquity for local exchange 
s e r v i c e ,  the LECs require over 23,000 switches and 
6,000,000 sheath kilometers of cable .  No matter how 
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motivated t h e  LECs may be, the sheer magnitude and 
complexity of the replacement effort ensures that 
replacement is a long, drawn-out process. (Majoros TR 
951) 

To t h i s  BellSouth responds by stating t h a t  much of the plant 
and equipmcilt used to provide l o c a l  and o the r  telecommunications 
services by both AT&T and WorldCom is identical to the plant and 
equiprr,enL ~ S E : Q  zy- &IlSOu",, i ) ~  st LEGSL - -  USES tiic same teckmclogy . 
(Cunningham TR 785) Customer traffic carried by the networks of 

AT&T and WorldCom is also carried by t h e  networks of Local Exchange 
Carriers including BellSouth. The economic value of asse ts  owned 
by BellSouth, AT&T, WorldCom, or any other ALEC is driven down 
similarly by technological obsolescence, increased competition, 
customer demand for new services and declining equipment prices. 
(TR 7 8 5 )  In fact, because BellSouth's switches are more feature- 
rich due to the many services that are needed by end-user 
customers, upgrades to both the software and hardware are m o r e  
frequent than f o r  AT&T and WorldCom. (TR 7 8 6 )  

FCTA's witness Barta  asserts that depreciation inputs should 
be based on l ea s t  cost  plant forward-looking technology that is 
available today and proven to be reliable. (EXH 16, pp. 17-18) 
While witness B a r t a  agrees that considering the lives of other 
competitors may be useful to t h e  Commission in determining 
appr0priat.e lives for BellSouth in this proceeding, it is important 
to understarl? the underlying assumptions of those l ives including 
whether technological obsolescence, wear and t ea r ,  or tax 
considerations is t h e  basis for those lives. (EXH 16, pp. 2 0 - 2 3 )  

a 

By using shorter lives for UNEs, witness Majoros argues t h a t  
BellSouth would recover capital investment cmts sooner than would 
be justified by t h e  associated remaining revenue producing lives. 
This accelerated recovery would provide BellSouth the 
discriminatory advantage of e a r l y  capital recovery at the expense 
of the ALECs, and would raise the ALECs' cos ts  u n j u s t l y .  (TR 9 5 9 )  

Depreciation Rates f o r  Financial Reportins versus UNE Prices 

As additional support for BellSouth's proposed lives, witness 
Cunningham notes that the lives are consistent with those BellSouth 
uses to determine the depreciation rates currently being booked in 
Florida for intrastate and for external reporting purposes. (TR 
7 6 6 )  AT&T/WorldCom argues t h a t  lives used for financial. accounting 
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are governed by Generally Accepted Accounting Principles (GAAP) and 
the conservatism principle would hold, for example, when 
alternative expense amounts are acceptable, the  alternative having 
the least favorable effect on net income should be used. (Majoros 
TR 947-950) While conservatism is effective in protecting t h e  
interest of investors, AT&T/WorldCom's witness Majoros asser ts  i t  
may not always sfxve t he  interest of the ratepayers. He points out 
that. General Telephone Company of Florida argued t h i s  point to t h e  
FCC in 1 9 9 3 .  t-i.x 349-555) 

S t a f f  analvsis 

The purpose of this docket is not to direct BellSouth to use 
specific depreciation rates for pricing its  retail business, but 
instead to establish the appropriate cost methodologies to be 
incorporated in the cost calculator f o r  UNEs specific to Florida. 
Staff believes this proceeding does not involve BellSouth obtaining 
regulatory approval of its depreciation rates, but involves 
determining the reasonableness of the assumptions regarding 
depreciation expenses to be included in t h e  cost  study used for 
setting UNE ra tes .  Additionally, staff agrees with AT&T/WorldCom's 
witness that where Florida-specific information is available, it 
should be used. 

Staff I s  recommendations shown Dn Tables 7 (b) -1 and 7 (b) -2 iire 
based, to the extent there is available informati.on i n  t h e  record, 
on Florida-specLfic data  and planning. The most controversial 
accounts, of course, are the technology-sensitive driven accounts 
(digital switching and circuit, metallic and fiber cables). 

Staff agrees with AT&T/WorldCom's witness Majoros that the  FCC 
is fully aware of the increasingly competitive telecommunications 
marketplace, as evidenced by the FCC's F i r s t  Report and Order in 
the interconnection docket (CC Docket 96-98) dated August 1996 and 
the 1998 Biennial Regulatory Review-Review of Depreciation 
Requirements for Incumbent Local Exchange Carriers (CC Docket 9 8 -  
137) dated December 30, 1999. Further, the FCC's prescribed 
projection l ives  and retirement patterns reflect shorter lives and 
higher retirements than  indicated by historical s t a t i s t i c s .  
(Majoros TR 945; EXH 58, (MJM-4)) Staff believes it is therefore 
reasonable to assume that t h e  FCC life and salvage ranges include 
consideration of the increasingly competitive market. This is not 
to say, however, that we necessarily agree t h a t  this is t h e  only  
information upon which to base a decision in this proceeding, but 
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simply a source of information t o  consider with a l l  o ther  
information provided in the record. 

Lives 

The projection life is a forecast projection of the future of 
the property.  Histocical indications may be u s e f u l  in estimating 
a projection life. Trends in life o r  retirement can sometimes be 
s;,;; ;s c t iL<- L a  C O I 1 L i I i u e .  1 E L i X l l C d L  aIlC 2CGllGKilC ObSGiSSCC5CS aye 
ongoing and a historical life analysis will reflect these f a c t o r s  
t o  the extent t h a t  they were present in the pas t .  (Cunningham TR 
7 6 5 - 7 6 6 )  H o w e v e r ,  sole reliance on historical indications as a 
projection of the past is only  valid to the extent the  future is 
expected to mirror t h e  past. 

- I  -I 

(Cunningham TR 771) 

As discussed previously, t he  FCCA ALECs and Time Warner 
recommend projection l ives  t h e  Commission adopted in the 1998 UNE 
Order, with t he  exception of the fiber cable accounts and 
buildings. (Majoros TR 962) A comparison of these lives with those 
proposed by BellSouth indicate t h e  controversy lies with t he  
technology-sensitive accounts (digital switching, circuit, and 
metallic and fiber cables). There are very minor differences 
between t he  positions of the parties for the remaining accounts. 

The 1998 UNE Order adopted projection lives and net  salvage 
values based on the record evidence in that docket. In t.he same 
fashion, staff believes that projection lives adopted in this 
instant proceeding should be based on the record evidence presented 
by the parties. Staff agrees w i t h  BellSouth t ha t  a two year old 
decis ion  should not be taken on its face without considering any 
changes in conditions that might warrant changes. Consideration of 
BellSouth’s data submitted in its 2000 Florida Depreciation Study, 
reserve trends, the FCC ranges,  as w e l l  as depreciation lives used 
by other  telecommunications competitors are all factors that should 
be considered in determining appropriate l i ves .  

With t h e  exception of the technology-sensitive accounts, 
differences between the  parties exist in eight accounts. Two of 
these accounts re la te  to station equipment which is not germane to 
the setting of UNE prices. F o r  this reason, staff does not believe 
it is necessary for  the Commission to address these accounts. For 
the remaining six accounts, t he  FCCA ALECs and Time Warner propose 
slightly lower lives than  those BellSouth has proposed. After a 
review of BellSouth’s study, staff believes BellSouth‘s proposed 

- 181 - 
0 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6, 2001 

lives are  reasonable and should be approved f o r  the purpose of 
setting UNE prices. 

Technoloqv-Sensitive Accounts 

The technology-sensitive accounts (digital switching, circuit, 
and metallic cables) repesent  more than 70% of BellSouth's 
investment and are the most controversial. BellSouth's recommended 

substitution model, the purpose of which is to determine h o w  fast 
a new technology i s  displacing an older technology. (EXH 52, p.  12; 
Cunningham TR 766, 8 4 2 )  The substitution model forecasts t he  rate 
at which f i b e r  technology is substituting for copper technology 
plus the historical probability of the two technologies combined 
together. (EXH 24, p .  6 9 )  A basic assumption of t he  model is that 
F i b e r - I n - T h e - L o o p  (FITL)  will br ing  broadband services to the home, 
displacing copper p l a n t .  (Majoros TR 9 5 3 )  

-- . 
F3cGj ,=ci- _' ~ - i ' v e y  a L . 2  tile r*es;;lc ~f i i~ i f ig  tPCkii-..G:i ~ 1 3 ~ -  

Regarding t h e  substitution model, staff  agrees with 
AT&T/WorldCom witness Majoros that an inherent flaw with the model 
is t h a t  it assumes the new technology will completely replace, not 
supplement, the old technology. (TR 954) For  example , the 
Asynchronous Transfer Mode (ATM) switches will be deployed as a 
supplemental technology to d i g i t a l  switches, not as  a replacement. 
(Majoros TR 954)  

There are two major xeasurement i npu t s  i n  the substitution 
analysis: t h e  time in which n e w  technology would equal 50% of the 
combined universe of old and n e w  technology, and the rate at which 
the substitution a c t u a l l y  occurs. (Cunningham TR 846-847) Witness 
Cunningham explained t h a t  BellSouth used a regression analysis to 
develop these inputs. Historical and planning data w e r e  used in a 
regression analysis to a r r i v e  at these inputs. (Cunningham TR 847)  
Substitution analysis as used by BellSouth does not depict 
retirements. (Cunningham TR 848) For the feeder cables, BellSouth 
used actual data  f o r  1991-1994 and planning data for 1995-1999 in 
its substitution analysis. (EXH 24, pp. 71-72) F o r  distribution 
cables, historical data was used for 1997-2000, four points, with 
planning points 2001-2005. (EXH 24, pp. 7 2 - 7 3 )  

Sta f f  discussed a comparison of BellSouth's interoffice, 
feeder, and distribution copper cable remaining life development 
presented in its 1995, 1998, and 2000 depreciation studies with 
witness Cunningham at h i s  deposition. (EXH 24, pp. 73-77) These 
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life developments w e r e  the results of using the substitution 
analyses and clearly indicate the change that can take place over 
time. F o r  example, the forecasted survival r a t e  for  2000 for 
copper feeder cable is indicated as 63.45% in the 2000 Depreciation 
study compared to 70.06% in t h e  1998 study and 0% in t h e  1995 
study. A similar situation exists for feeder and distribution 
copper cable.  In f a c t ,  the Lndicated phase-out date for copper 
cable in the  distribution portion of the network is 2020 in the 
Luu$ i;e~i--ect itioi+i Study conparea LZ an. indicated PhasE-ciiL &LE of 
2016 in t h e  1998 and t h e  1995 studies. (EXH 24, pp. 76-77)  S ta f f  
believes that BellSouth's forecast  of the displacement of copper 
facilities has proven to be overly optimistic in the  past and a 
slower displacement pattern has actually occurred. BellSouth w a s  
unable to provide a quantification of resulting changes in the  
projection lives between t h e  1995 and 1998 studies. (EXH 24, p.  7 7 )  

_ -  

. The annual rate of displacement is the percent of unit served 
by the  old technology that would be displaced by the  new technology 
during a given year.  (EXH 3, p .  35) During witness Cunningham'E 
deposition, staff discussed a publication by Mr. James R. Bright 
regarding the accuracy of predictions resulting from the 
substitution model. (EXH 24, pp. 61-62) Mr. Bright opines that the 
accuracy of predictions based on t h e  first 5 to 10 percent of 
displacement data may be very poor while forecasts based on 20% to 
25% displacement data seem to be quite accurate. (EXH 24,  p .  61) 
VY.  R r i g h t .  a lso s ta ted  that units (32 measurement must be carefully 
chosen to avoid distortion. (EX1 24, p -  61) 

While BellSouth does not use the rate of displacement as a 
variable in its substitution analyses, it did provide displacement 
data as part of staff discovery. (EXH 3, p .  35) BellSouth began 
placing fiber in the feeder portion of its network during 1982, but 
has data only beginning with 1990. (EXH 3, p .  38) The annual r a t e  
of displacement of copper feeder has ranged from 2 . 7 7 %  i n  1991 to 
4.25% in 1998 with 2000 at 1.91%. (EXH 3 ,  p .  38) Witness 
Cunningham stated that the fiber penetration in Florida for the 
distribution portion of t h e  network as of year end 1999 was 
approximately 2%. (EXH 24, pp. 62) Staff believes the low 
displacement rates for interoffice and feeder cables, coupled with 
such a low penetration level of fiber in the  distribution portion 
of t he  network, makes the results of BellSouth's substitution 
analyses questionable, at best. 
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Further, AT&T/WorldCom’s witness Majoros provides compelling 
evidence that illustrates that BellSouth’s retirement forecasts, as 
a result of t h e  substitution model, have tended to be much more 
aggressive than actual results. (EXH 58 (MJM-8)) He provides a 
comparison of BellSouth’s forecasted metallic cable retirements for 
the 1992-1999 period to actual retirements booked for the same 
p e r i o d .  The results indicatc. t h a t  BellSouth‘s forecast 
overestimated retirements by about 500% or $1.4 billion. 

BellSouth claims that the retirement data used by witness 
Ma] oros represents displaced units scaled to imply retirement 
d o l l a r s ,  not actual retirement dollars. (Cunningham TR 783) The 
dollar value of expected retirements w a s  simply provided by 
BellSouth due to an FCC depreciation study requirement. Comparing 
displaced units scaled to dollars with actual booked retirements, 
he argues,  is inappropriate. (TR 783) Displacements m a y  or m a y  not 
correlate with the physical retirement of t h e  copper facilit.ies. 
(Cunningham TR 8 0 0 )  However, witness Cunningham agreed, that the 
documents witwss Majoros used in developing his exhibit stated 
“retirements . ”  (TR 849-850) 

staff believes the above serves to illustrate t h a t  BellSouth’s 
retirement forecasts have tended to be much more aggressive than  
actual results. In t h e  studies BellSouth has presented i l l  this 
proceeding, i ts  proposed lives are  the result of a forecast  of how 
fast  f i b e r  technology will displace c o p p a  facilities. If history 
serves as a guide, it would seem th.at: BellSouth‘s f o r e c a s t s  for 
this displacement would be overstated from what will a c t u a l l y  take 
place. 

A review of the data  submitted by BellSouth is i ts  
depreciation study indicates that its retirements of copper p lan t  
have not been much different for the 1996-1999 period than they 
w e r e  for the 1976-1979 period before t h e  advent of fiber 
technology. (EXH 52 (GDC-21, p .  271, 291-312) If one were to r e l y  
totally on history Table 7 ( b ) - 3 ,  it would then follow that the l i f e  
expectancy for copper cable today should be no different than i t  
was in the 1976-1979 period. However, BellSouth‘s lives are m u c h  
shorter than in the 1976-1979 period to recognize that f ibe r  
technology o r  even wireless technology will impact the  life of 
copper facilities. The point of contention is how much impact 
there will be. 
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Metallic Cables 

Aerial 

Buried 

Underground 

1976-1979 1996 -1999 

2.1% 0.8% 

1.8% 0.6% 

0.83 0 . 3 8  

Table 7 ( b ) - 3 :  Retirement Rates 
I I 1 

Regarding compariy planning for installing fiber in the 
distribution portion of t h e  network, BellSouth is beginning the 
deployment in all new residential developments and in t o t a l  
rehabilitation projects. (Cunningham EXH 52, p .  2 7 1 )  

Lives of Other  ComDetitors 

Regarding the lives of other competitors, staff agrees  with 
FCTA’s witness Barta that while it may be u s e f u l  i n  comparing. 
BellSouth’s depreciation lives with competitors’ lives, it is 
important to understand the underlying assumptions and the basis 
for  those lives, including whether technological obsolescence, w e a r  
and tear ,  or tax considerations are the d r i v i n g  forces f o r  those 
Lives. (EXH 16, pp. 20-23) Staff believes t h a t  without a complete 
understanding of how competitors determine their life pro jec t ions ,  
as well as an understanding of each company’s equipment and how 
t h a t  equipment is used, an apples-to-apples comparison cannot be 
made. Indeed, as noted by AT&T, i t s  lives represent remaining 
lives not projection lives. (EXH 59) There i s  no record evidence 
regarding the basis f o r  the  competitors‘ lives t h a t  BellSouth 
asser ts  the Commission should consider as a benchmark for its 
lives. For this reason, staff believes that using these lives as 
a benchmark is dangerous and incorrect. 

0 

Certainly, staff agrees with BellSouth that t he  discovery 
responses indicate that its proposed lives for t h e  technology- 
sensitive accounts are i n  t he  range of those reported by ALLTEL, 
WorldCom, ATiiT, Covad, Rhythms, Florida Digital Networks, Time 
Warner, and Intermedia. (EXH 3 0 - 3 7 )  W o r l d C o m  and AT&T filed their 
depreciation lives under confidential cover. Time Warner s t a t e s  
t h a t  it does not operate any switches in Florida; Rhythms states 
t h a t  it does not o w n  any switches or cable in Flor ida ;  and, Covad 
and Rhythms both state t h a t  their circuit equipment relates t o  
multiplexers u s e d  to provide Digital Subscriber Line services. (EXH 
32, EXH 36,  EXH 37) F u r t h e r ,  BellSouth opines that the lives of 
WorldCom should be questioned because they are longer for some 0 
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plant equipment than what other companies a r e  using. (Cunningham TR 
866-867) S t a f f  believes that this serves as another indication 
that an apples-to-apples comparison between BellSouth’s proposed 
lives and those of o the r  competitors cannot be made in this 
proceeding due to the  lack of record evidence regarding an 
understanding of t h e  basis of those lives. 

Summary 

Based on the  above discussions, staff recommends use of t h e  
life projections of AT&T and W o r l d C o m  fo r  each of the copper cable 
accounts. s t a f f  believes t he re  i s  sufficient evidence to question 
the reasonableness of BellSouth‘s proposed lives. For the fiber 
cable accounts, staff recommends use of BellSouth’s proposed lives 
from i ts  2000 Florida Depreciation Study. (EXH 52, (GDC-1)) Staff 
agrees  w i t h  BellSouth that with a new technology such as fiber 
cabl-e, enhancements and refinements are still taking place due to 
such t h ings  a s  manufacturing defects and fiber clouding. (EXH 52, 
p .  316) While there  is reason to believe that f u t u r e  generations 
of fiber cable will experience a l i f e  similar to copper cable, 
s t a f f  believes t h e  earlier generations of this technology cannot be 
expected t o  experience that type of l i f e  characteristic. 

For digital switching and digital circuit, staff recommends a 
13-year life and an 8-year l i f e ,  -respectively. T h e  life for 
digital switching recognizes increased interim retirements and a 
s h o r t e r  overall l i f e  span as evidenced by Bc2l lSou th ’ s  submitted 
information. (Cunningham EXH 52, pp. 148-155) The recommended life 
for digital circuit recognizes a shorter life for optical equipment 
as asynchronous equipment is phased out and replaced w i t h  
Synchronous Optical Network (SONET) equipment. While other digital 
c i r c u i t  equipment can be expected to cont inue providing viable 
functions i n  a SONET environment, slower growth can be expected. 
(EXH 52, pp. 192-203) 

Salvase Values 

There is no disagreement between the p a r t i e s  regarding t h e  
appropriate salvage values to use in determining UNE prices. 
Staff‘s review of these values r e s u l t s  i n  a similar finding and 
recommends BellSouth’s proposed salvage values be adopted. (EXH 52 
(GDC-21, p .  15, Majoros TR 9 3 8 )  
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Account 

Motor Vehicles 

Special Purpose Vehicles 

Garage Work Equipment 

Buildings I 45 I 45 I 45 

FCCA ALECs & 
BellSouth Time  Warner Staff 

( Y r s .  ) ( Y r s .  ) ( Y r s .  ) 

8 7 . 5  8 

7 7 7 

12 12 12 - 
Other  Work Equipment I 15 

~~ ~ 

Computers I 4 - 5  I 4.4 1 4 . 5  

15 15 

Furniture 

Office Support Equipment 

O f f i c e  Communication Equipment 

Radio I 9 I 7 1 9  

~~ 

15 11 15 

11.5 10.5 11.5 

7 7 7 

Circuit DDS 1 a I 6 7 

Digital ESS 

Operator Systems 

~~~ 

10 16 13 

10 10 10 

LPBX I 6 I 5 ---I NA 

Circuit Digital 

Station Apparatus 

Ci r cui t Ana 1 og 

9 10.5 9 

7.5 6.8 7.5 

I NA 6 a 

._ 

Aerial Cable Fiber I 2 0  I 25 20 

Other  'Terminal Equipment 

Poles 

Aerial Cable Metallic 

6 6 NA 

36 35 3 6  

15 18 18 

~ 

Underground Cable Metallic 

Underground Cable Fiber 

Buried Cable Metallic 

Buried  Cable Fiber 

Submarine Cable Metallic 

Submarine Cable Fiber 
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~~ 

14 23 23 

20  2 5  20 

15 18 18 

20  25 20 

15 18 18 

20 20 20 

I n t r a b l d g .  Cable Copper & Fiber 

Conduit 

20 20 20 

55 55 55 
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Account 
FCCA ALECs f 

BellSouth Time Warner Staff 

Motor Vehicles 

Special Purpose Vehicles 

l b r a g e  Work Equipment I o  1 0 1 0 

( a )  ( % I  
16 16 16 

0 0 0 

O t h e r  Work Equipment 

Buildings 

Furniture 

Office Support Equipment 

I l O f f i c e  Communication Equipment I 10 I 10 - - I  10 

~~ 

u 0 0 

0 0 0 

10 10 10 

5 5 5 

Computers 

D i g i t a l  ESS 

Operator Systems 

2 2 2 

0 0 0 

0 0 0 

Circuit DDS 

Circuit Digital 

Circuit Analog 

Station Apparatus 

2 2 2 

0 0 0 

0 0 0 

0 0 NA 
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Other  Terminal Equipment 

Poles 

Aerial Cable Metallic 

A e r i a l  Cable Fiber 

~~ 

5 5 NA 

(55) ( 5 5 )  ( 5 5 )  

(14) (14) ( 1 4 )  

(14) (14) (14) 

Underground Cable Fiber 

Buried Cable Metallic 

Buried Cable Fiber 

Submarine Cable Metallic 

Submarine Cable Fiber 

Intrabldg. Cable Copper & Fiber  

Conduit 

- 

( 8 )  ( 8 )  ( 8 )  

(7) ( 7 )  ( 7 )  

(7) (7) (7 1 

(5) (5) (5) 

(5) (5 1 (5 1 

( 10.1 (10) (10) 

(10) (10) (10) 
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in t h e  forward-looking recurring UNE 
cos t  studies? 

(c) cost of c a p i t a l ;  

RECOMMENDATION: The appropriate forward-looking cost  of capital 
f o r  BST is 10.24%. (Lester) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs t h a t  should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost studies filed by Bellsouth on August 
16, 2000 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: The DATA ALECs did not state a position on this issue. 

FCCA ALECS: ALECs should not be required to pay for "intermediary" 
' w o r k  groups which are not involved in BeJ .Xouth ' s  own retail 
activities. Further, travel and f i e l d  installation times should be 
rejected as should activities related to connecting subcomponents. 

a 
SPRINT: F,pr.int has a position only on the following Issue 7 items: 
7. (a ) ,  ( f )  , (i) I ( j b n d  (4 - 

TIME WARNER: Adopts FCCA ALECs'  position. 

STAFF ANALYSIS: 

BACKGROUND 

The  cos t  model for determining UNE prices requires a forward- 
looking cos t  of capital as an input. BST used 11.25% as its 
forward looking cos t  of capital, the current interstate cost of 
capital authorized by the FCC. (First Report and Order, 7 0 2 ;  TR 
751) In implementing t h e  11.25% cost of cap i t a l ,  BST used a 
capital structure of 60% common equity and 40% debt, a debt cost 
ra te  of 7 .0%,  and a 
41) 

Two witnesses a forward looking cost 

cost  of equity of 14.08%. (TR 751; EXH 15, p .  

offer substantial testimony regarding the 
of cap i t a l .  BST witness Billingsley testifies 
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that the 11.25% cost of capital is reasonable and conservat ive 
given his estimate t h a t  BST's actual cost of capital ranges from 
14.61% to 14.91%. This range is based on a market value capital 
structure consisting of 9.83% debt and 90.17% equ i ty ,  a cost of 
equity t h a t  ranges from 15.35% to 15.68%, and a debt  cost rate of 
7.8%. (TR 163, 187-188) I n  h i s  r e b u t t a l  testimony, witness  
Billin5sley updates his cost of capital to a range from 14.66% to 
15.34%, based on a market value capital structure of 11.16% debt 

Eqiiity, 5 c v ~ t  of e q i i l ~ y  znat  ::ziqes from 15 .56% te and as ,  - A > o  

1 6 . 2 6 % ,  and a debt cost rate of 8.00%. (TR 215-218) 

AT&T witness Hirshleifer testifies that the appropriate cost 
of capital for BST is 8.54%. (TR 624) T h i s  is based on a capital 
structure consisting of 3 5 . 5 %  debt and 6 4 . 5 %  equity, a cost of 
equity of 9.30%, and a debt cost rate of 7.16%. (TR 624; 6 5 2 ;  6 2 9 )  
FCTA witness B a r t a  offers brief comments on t he  cost of capital but 
does not present models or recommend a specific rate. He testifies 
t h a t  t h e  forward looking cost of c a p i t a l  for BST likely will f a l l  
below t h e  FCC's benchmark 11.25% cost of capital. (TR 7 5 2 - 7 5 3 )  

COST OF EOUITY 

BST w i t n e s s  Billingsley employs a discounted cash flow (DCF) 
model, a capitd asset pricing model (CAPM) , and a risk premium 
analysis. (TR 162) He applies h i s  DCF and CAPM models to a group 
of publicly traded firms t h a t  he believes are comparable in risk to 
BST. (TI2 162) 

T h e  DCF and CAPM models require stock market d a t a ,  such as 
dividends, stock prices, and beta. Witness Billingsley s ta tes  that 
BST is not a publicly traded firm but is a subsidiary of BellSouth 
Corporation. He develops and uses a group o f  comparable companies 
t o  determine the cost. of equity for BST. (TR 1 8 0 )  

To determine h i s  comparable group of companies, witness 
Billingsley screens firms included in t h e  COMPUSTAT data source and 
that have Institutional Brokerage Estimate System (IBES) and Zacks 
earnings growth forecasts from a t  least 2 a n a l y s t s .  H e  uses 5 risk 
measures. T h r e e  of these measures are financial risk measures: 
equity ratio, cash flow interest coverage r a t i o ,  and t h e  firm's 
bond r a t i n g .  The two remaining measures are business risk 
measures: operating cash flow to total assets and v a r i a b i l i t y  of 
cash f l o w s .  Using these  screening criteria, he selects the  2 0  

- 190 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6, 2001 

firms t h a t  are closest to BST. (TR 181; EXH 40, RSB-4, pp. 1-5) He 
views these 20 firms as alternative investments t o  BST and as  
having overall r i s k  similar to BST. (TR 181) 

The DCF model is an approach where the price of the stock 
equals the present value of future cash flows, w i t h  the discount 
rate being che cost of equity. (EXH 40, RSB-2, pp. 1-2) For his 
DCF model, witness Billingsley u s e s  a constant growth quarterly 

model is constant growth in that the growth r a t e  for  each firm in 
his comparable group is a specific rate assumed to remain constant 
into t h e  f u t u r e .  It is a quarterly model because it allows for 
quar te r ly  compounding since each firm in his comparable group pays 
dividends each quarter. Witness Billingsley uses a quarterly model 
because he believes an annual DCF model requires one to assume that 
companies pay dividends once each year. He believes this 
assumption creates a downward bias .  Flotation costs are the  costs 
a firm incurs when it issues common stock. Witness Billingsley 
cites various journal articles to support h i s  5% allowance. (EXH 

c:ompouIl&iing fit- -y-- l t ~ ~ d  2 - and i n c o r p r a t s s  Llotatizln TOSIX Jf 5%. Tile 

40, pp. 2 - 4 )  

For h i s  DCF model, witness Billingsley uses growth rates from 
IBES and Zacks.  He s t a t e s  that these research services and their 
estimated growth r a t e s  are widely used within t h e  investment 
profession. (EXH 40, RSB-2, p.5)  The results of his DCF model is 
a 15.35% cost of equity estimate using Zacks and a 1 5 3 7 %  estimate 
using I B E S .  (TR 182; EXH 40,  RSB-3, p .  1) 

The CAPM model is based on modern portfolio theory and is 
essentially an equation t h a t  expresses a risk and return 
relationship. Risk is assumed to be either systematic or 
unsystematic, with unsystematic risk being t h e  kind that can be 
diversified away. The variables in t h e  equation include a r i s k -  
free r a t e ,  a systematic risk measure known as beta, and t he  
expected equity return on a broad market index. Witness 
Billingsley applies the CAPM model t o  t h e  same group of comparable 
companies used i n  his DCF analysis. (TR 182-183; EXH 40, RSB-5, pp. 
1-4) 

For the risk-free rate, witness Billingsley uses 6.65%, which 
is t h e  implied yield on 30-year Treasury bond futures as of 
February 2000- He believes t h a t  using expectational inputs are 
necessary for the CAPM and he notes that t he  implied yield from 
Treasury futures are expectational. The beta of 0.73 represents an 
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average of t h e  betas for his comparable group a s  calculated by 
BAR=, a financial data firm that provides beta estimates. (TR 183; 
EXH 40, RSB-6; BXH 4 0 ,  RSB-3,  p.1; EXH 40, RSB-5, p .  3-4) 

TO determine the expected e q u i t y  r e tu rn  on a broad market 
index, witness Billingsley employs a DCF model w i t h  the firms from 
the S & P 500 irdex and earnings growth r a t e s  from IBES and Zacks. 
(TR 183-184; EXH 4 0 ,  RSB-7, pp. 1-41 He estimates an expected 
ret-drn -on the S & r 2 8 ~  LO b~ 1s. 52% zsing IBES and ? - 8 . 8 5 %  using 
Zacks as of February 2 0 0 0 .  Inserting these values i n t o  t h e  CAPM 
model along w i t h  t h e  risk-free r a t e  and the average beta yields a 
cos t  of equity estimate of 15.68% using IBES and 15.56% using 
Zacks. (TR 184, EXH 40 ,  RSB-8, p .  4 of 5) 

Witness Billingsley states t h a t  he used a third model, a 
market r i s k  premium approach, to confirm the  reasonableness of his 
DCF and CAPM results. (TR 162) H e  calculates the expected return on 
the S & P 500 for each month from October 1987 to February 2 0 0 0  
using a DCF approach. From this return he subtracts the concurrent 
Aaa-rated publ ic  utility bond yield and averages the differences. 
The r e s u l t i n g  risk premium i s  7.34%. He adds t h e  average yield on 
Aaa-rated public utility bonds from December 1999 to  February 2000,  
7.84%, to this amount. The result i s  an expected return on the S 
& p 5 0 0  of 15.18%. (TR 185, EXH 40, RSB-8, p.5) Witness Billingsley 
believes the risk premium exhibits instability over t i m e  based on 
his review of s tudies  of the historical behavior of t he  equity risk 
premium. Based on one of these studies, he applies a correction 
factor for the instability t h a t  reduces his risk p r e m i u m  result to 
15.05%. (TR 185-187) 

From t h e  results of h i s  models, BST witness Billingsley 
concludes that the cost of equity f o r  BST is in the  range of 15.35% 
to 15.68%. (TR 187) He updates his models through May 2000, with 
the  result that h i s  estimated cost of equity for BST is in a range 
of 15.50% to 16.26%. (TR 215) 

AT&T witness Hirshleifer uses a DCF model and a CAPM model to 
estimate the cost of equity for BST. (TR 630) His DCF model is a 
three-stage model. The first stage uses earnings growth rates 
based on analys ts '  forecast f o r  5 years, t h e  second stage has the 
g r o w t h  rate declining t o  t he  growth rate for the U.S. economy to 
year 20, and the third stage has a growth rate equal  to the 
economy's growth rate. He uses IBES for his first stage growth 
rates and average growth r a t e s  f r o m  Wharton Econometric Forecasting 
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Associates (WEFA) and Ibbotson Associates fo r  t he  second and third 
stages. (TR 635) Witness Hirshleifer believes forecasted growth 
ra tes  are not constant and, therefore, believes his three-stage DCF 
model is appropriate. (TR 631-634) 

Witness Hirshleifer applies his DCF model to an index of seven 
telephone holding ccmpanies l i s t e d  in Standard & Poor's ( S  & P)  
Industry Survey. He eliminates smaller companies and those t h a t  do 
i i i 1 ; -  rec9ib-e a majority Of Lrieir  r2Verl;ie f r G m  tl-&dlrioilai 7Ziephc2-E 
and network operations. (TR 627-628) He also applies his DCF model 
to BellSouth .Corporation only, with a result of 7.86%. Using a 
weighted average method for BellSouth and the companies in his 
index excluding BellSouth, witness Hirshleifer estimates t h e  cost 
of equity f o r  BST to be 8.62% with the DCF model. (TR 6 3 7 - 6 3 8 ;  EXH 
48,  JH-4) 

For h i s  CAPM model, witness Hirshleifer iises a beta of 0.66 
and market risk premiums of 7.5% over one-month Treasury bills and 
5 . 5 %  over 20-year Treasury bonds. The risk-free rate is 4.90% for 
one-month Treasury bills and 6.47% for 20-year Treasury bonds. The 
r e s u l t s  are 9 . 8 5 %  using one-month Treasury bills and 10.10% using 
20-year Treasury bonds. He averages these results for a 9 . 9 8 %  CAPM 
estimate of BST's cost of equity. Witness Hirshleifer averages his 
DCF and CAPM results to obtain h i s  cos t  of equity estimate of 
9 . 3 0 %  for BST. (TR 651-652)  

Witness Hirshleifer states t h a t  high growth rates of 25% or 
more are not sustainable. Therefore, the constant growth model 
should not be used. Witness Hirshleifer provides support t h a t  a 
firm growing at 12% annually in an economy tha t  is growing at a 6% 
rate will eventually become l a rger  than the economy. (TR 631-634) 
Witness Billingsley disagrees with witness  Hirshleifer regarding 
growth rates fo r  t h e  DCF model. He notes that some companies have 
had high historical growth rates in earnings, such as 30% over a 10 
year period. (TR 204-205)  

BST witness Billingsley questions AT&T witness Hirshleifer's 
time per iods  for his three-stage DCF model. The second stage in 
Hirshleifer's model is 15 years, which witness Billingsley suggests 
is a subjective determination. (TR 205) He suggests that multi- 
stage DCF models work best for high growth companies. (TR 206-208)  
Witness Billingsley a l so  disagrees with witness Hirshleifer's use 
of telephone holding companies as a comparable group. He suggests 
that witness Hirshleifer assumed that t h e  telephone holding a 
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companies are a comparable group. Witness Billingsley s t a t e s  he 
chose his comparable group using objective criteria. (TR 208) 

Witness Hirshleifer uses an annual DCF model. He states that 
telephone opera t ing  companies receive monthly payments for the use 
of their network elements, which is more frequent than the receipt 
of dividends by investon. He a lso  does not allow for flotation 
cos ts  because he believes the price of a company's s t o c k  has 

Billingsley disagrees with these positions. He believes quarterly 
compounding is essential for a DCF model since investors receive 
their dividends quarterly and can reinvest t h e m .  Witness 
Billingsley states t h a t  witness Hirshleifer provides no evidence. 
that the market has adjusted f o r  flotation costs.  (TR 210-211) 

a c c i ; - u r ~ r . z ~  f.-Jr f k t a t i o n  cos ts  Elready. (T'R 6 6 5 - 6 6 6 )  t t ' l  t q e? 5 5 

Regarding witness Hirshleifer' s CAPM model, witness 
Billingsley believes the three-stage DCF model is inappropriate for 
determining t h e  market r i s k  premium f o r  t h e  CAPM. In determining 
the market risk premium, witness Hirshleifer excluded stocks that 
pay less than a 1.5% dividend y ie ld .  Witness Billingsley believes 
this creates a downward bias. (TR 212) 

Both witnesses discuss business risk, also known as operating 
risk. This is risk to a business that arises €rom t h e  actual 
operation of the business. It is separate from financial risk, 
which depends on how much debt a firm carries. (TR 626) S t a f f  
believes that consideration of business risk is essential i n  t he  
determination of BST's cost  of capital. S t a f f  notes t ha t  allowing 
basis points of cost of capi ta l  to compensate for business risk is 
an inherently subjective process. 

Witness Billingsley analyzed competition i il the 
telecommunications industry.  He found t h a t  CLECs are increasing 
their market share and compete fo r  customers w i t h  incumbent local 
exchange companies (ILECs). (TR 165-166) He also notes t h a t  t he  
ILECS' networks can be bypassed by large businesses with their own 
fiber optic networks, by wireless services, and by cable television 
(CATV). (TR 166, 170-171) Witness Billingsley suggests that 
mergers and acquisitions within the telecommunications industry 
have eroded the competitive position of the ILECs. (TR 170) The 
passage of t h e  Telecommunications Act of 1996 allows entrants i n t o  
previously monopoly areas and has increased risk for the ILEcs, 
according to witness Billingsley. (TR 167) 
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Witness Billingsley notes that , in Florida, 40 wireline 
facilities-based ALECs, i.e., CLECs, a r e  competing wi th  BST. He 
notes  that t he  number of certificated CLECs has increased i n  
F lor ida  and that a number of CLECs have announced intentions to 
construct and provide facilities-based local exchange service in 
Flor ida .  (TR 176-178) 

S ta f f  notes that ILECs have more stable access to capital. If 
ciie flnzlncizl  markets dry UP, the L L K S  czlmpetitcxs K l i g h l  stri;ggie 
to find financing. (EXH 3, p.72) Additionally, witness Billingsley 
mentions Intermedia Communications and NextLink Communications as 
firms currently competing with BST i n  providing l oca l  exchange 
service in Florida. (TR 176-177) He acknowledges t h a t  these 
companies have single B bond r a t i n g s  by Standard and Poor's, which 
i s  a junk bond or high y i e l d  rating. (EXH 1 5 ,  p. 41) BST has a 

bond rating by Standard and Poor's and AAA rated bonds require 
.lower yields than B rated bonds. ( E X H . 3 ,  p .  48; EXH 3.5, p .  41) 
staff believes that the ILECs' s t a b l e  access to low-cost capital 
reduces the threat of competition. 

Witness Hirshleifer s t a t e s  that risks t h a t  are unique to a 
company, Le., non-systematic risk, can be diversified away. 
Therefore, the risk that a company will lose customers to 
competition, l i k e  a network leasing company losing business to 
competing facilities providers, is a diversif  iable risk t h a t  does 
not increase t he  risk premium. (TR 640-641) Witness Billingsley 
rebuts this position by not ing  that the prcvision of UNEs is not a 
diversified business and, therefore, could be construed as r iskier  
than a diversified telephone holding company. 

0 

(TR 221) 

Witness Hirshleifer views t he  provision of UNEs as a monopoly 
business within a telephone holding company. Other units of the 
telephone holding company provide local  service and may face 
competition from CLECs b u t  both CLEC and ILEC will lease t h e  same 
network elements. (TR 661-662) Staff be l i eves  t h i s  i s  an  important 
po in t  in understanding h o w  business risk affects t h e  cos t  of 
capital in t h i s  proceeding. However, witness Billingsley points 
out that a given technology used in network f a c i l i t i e s  becomes 
obsolete quickly. BST must continue to invest to keep i ts  network 
elements up to date. The risk of technological obsolescence makes 
the provision of UNEs risky. S t a f f  believes this is an 
important  risk and adds to the risk of bypass. 

(TR 220)  
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F o r  h i s  DCF models, BST witness Billingsley uses growth rates 
f o r  his comparable group of companies t h a t  range from a 5.9% low to 
a 18.71% high.  Many of the growth ra tes  are above 15%. (EXH 15, 
pp. 100-101; EXH 15, p.28)  Though growth rates, both h i s t o r i c a l  
and prospective, can be high f o r  extended periods, s t a f f  finds some 
merit in AT&T witness Hirshleifer's suggestion t h a t  companies 
cannot sus ta in  high growth rates irdefinitely. (TR 204-205; TR 631- 
634) According to an article provided by witness Hirshleifer, a 
f i---- L L L I  9 ~ z - x i n g  s?. 12% :-n an economy CJi-GWifiCj at 6% will e-,rerlz-iihily 
become larger t han  t h e  economy. (TR 6 3 4 - 6 3 5 )  Staff believes this 
example has some application in t h i s  instance and t h a t  witness 
Billingsley's growth rates are unsustainable. Staff also notes 
that ValueLine growth rates for witness  Billingsley's comparable 
companies are significantly above the growth rates for t he  Regional 
B e l l  Holding Companies (RBHCs) and GTE. (EXH 15, p .  49,  pp. 9 8 - 9 9 )  

S t a f f  a l s o  questions whether witness B i l l i n g s l e y ' s  comparable 
group of companies is an appropriate proxy for determining t h e  cost 
of capital for UNEs. None of his comparable group of cGmpanies 
receives revenue for the provision of unbundled network elements. 
(EXH 15, p.19) While revenue from the provision of local exchange 
service is significant to t h e  RBHCs and GTE, only one of t h e  20 
firms in h i s  comparable group receives revenue from t h e  provision 
of loca l  exchange service. Witness Billingsley does not ccnsider 
t h i s  a requirement for his comparable g r o u p  (EXK 15, pp.18, 8 7 )  
The EST witness uses firms in his comparabie group that are from a 
cross-section of industries, such as beverages, airlines, 
pharmaceuticals, e t c .  (EXH 15, p.  19-20; EXH 3, p .  2 )  Also, s ta f f  
no tes  that the average BARRA beta f o r  his comparable group is .73, 
whereas t h e  beta for BellSouth Corporation is - 6 5 .  (EXH 40,  RSB-3; 
EXH 3, p . 5 )  B e t a  is a r i s k  measure, with higher betas indicating 
more systematic risk. S t a f f  agrees with witness Hirshleifer's 
conclusion that t h e  RBHCs and GTE are an appropriate group to 
consider when deciding t h e  cost of cap i t a l  for UNEs. Staff notes 
t h a t  witness Billingsley finds the RBHCs and GTE to be a small 
sample s i z e .  (EXH 15, p .  86) 

The same problems indicated for  his DCF analysis arise in 
witness Billingsley's CAPM and risk premium analyses. He uses his 
comparable group for determining t h e  beta in his CAPM model. (EXH 
40, RSB-3) The DCF analysis using the firms in the S & P 500  have 
high growth r a t e s ,  as high as 17.92%. (EXH 15, pp- 92-96) Based on 
h i s  comparable group, witness Billingsley uses .73 (0.78 updated) 
as a reasonable beta for BST. He acknowledges that the beta f o r  
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the overall market is 1.0 and that BST's cost of equity is higher  
than that of the overall market. (EXH 15, pp. 33-35) Staff believes 
that BST's cost  of equity would have t o  be lower than tha t  of the 
overall market if a beta of . 7 3  is reasonable. 

Staff believes witness Hirshleifer's DCF model is flawed. 
Specifically, he estimates 7.86% as t h e  cos t  of equity f o r  
BellSouth Corporation as of September 1 9 9 9 .  He agrees that the 

Though he agrees that investors require a higher return for  equity 
than for debt,  he refuses tu eliminate the 7.86% as an illogical 
result. (EXH 2 3 ,  pp. 11-13) This casts doubt on Hirshleifer's DCF 
results. 

LIield Grl diie of ;;s",;f 6 SeIjerlt-dres rei- the s z ~ , ~  pei-isd is 7 . 9 7 % .  

S t a f f  agrees with witness Hirshleifer t h a t  the annual DCF 
model is the appropriate one because the payments received by 
telephone companies typically are received monthly, which allows 
more compounding than the quar t e r ly  receipt of dividends by 
investors. (TR 665-6661  H o w e v e r ,  witness Hirshleifer's DCF model 
excludes flotation costs. H e  offers no evidence t h a t  the  market 
does net require an allowance for flotation costs. Staff believes 
flotation cos ts  are appropriate because these costs are incurred by 
firms t h a t  raise capital and represent a reduction to the proceeds 
from the issuance of stock. (EXH 40, RSB-2, p .  4 )  Witness 
Billingsley's 5% flotation allowance may be somewhat high bu t  the 
record lacks evidence supporting another level of flotation cos ts .  
(TR 666, 2 0 9 ;  EXH 40,  pp- 2 - 4 1  

S t a f f  agrees in p a r t  with witness Billingsley t h a t  witness 
Hirshleifer's CAPM model is flawed in that the market risk premium 
has a built-in downward bias. Specifically, t he  market risk 
premium is based. on a DCF analysis of the S & P 500 .excluding 
stocks t h a t  pay less than 1.5% in dividend yield. This screening 
causes downward bias i n  the market premium result and, in turn, the 
CAPM result. (TR 213) 

There is a w i d e  disparity between the witnesses' results in 
t h i s  case. As noted, staff finds particular problems with the 
witnesses's cost of equity models. Staff believes the DCF models 
presented by both witnesses have problems such that the results of 
these models are unreliable. In addition, staff finds problems 
w i t h  witness Billingsley's comparable group of companies as a proxy 
for BST's UNE business. Also, since witness Hirshleifer's 
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information w a s  for September 1999, s t a f f  believes the information 
is dated. 

Staff believes an appropriate method for gaining insight about 
a reasonable cost of equity is to combine var iab les  from the 
witnesses' models. Attempting to justify an appropriate cost of 
equity by combining models and methods can be difficult, Still, 
based on the record, staff believes one clear route is to use t h e  
CAFM i n G d e l .  

Witness Billingsley's updated return on the S & P 500  is 
1 5 . 0 2 %  as of M a y  2000 with the adjustment for instability in the 
risk premium. The updated risk-free rate is 6 . 6 7 %  for May 2000. 
(TR 212, 215; EXH 40, RSB-14) Using these inputs i n  a CAPM model 

w i t h  AT&T witness Hirshleifer's beta of -66 for the telephone 
holding companies produces a cost of equity of approximately 12.2%. 
(TR 644) S t a f f  does not endorse Hirshleifer's leveraging of betas 
but t h e  .66 beta is close to the .65 BARRA beta f o r  BellSouth 
Corpowat ion,. 

Staff recommends 12.2% as the cost of equity for BST in this 
proceeding. Staff believes t h i s  rate adequately compensates BST 
f o r  the business risk specific to t h e  provision of UNEs. Staff 
believes t h i s  result represents t h e  most current information - 

available in the record. 

COST OF DEBT 

To determine the cost of debt, BST witness Billingsley added 
the recent average yield to maturity on 30-year Treasury bonds t o  
t h e  recent average spread between the yields on such bonds and Aaa- 
ra ted public utility bonds. He calculated a spread of 1.43% from 
December 1 9 9 9  to February 2 0 0 0 .  He added the spread to the average 
yield of 6 . 4 0 %  f o r  t h e  same period to get an 'estimate of 7.83%. 
Witness Billingsley uses 7 . 8 0 %  as his estimate of BST's forward 
looking cost  of debt. He notes that this cost  rate does not 
reflect flotation costs. (TR 188; EXH 40, RSB-9) His updated 
estimate of BST's forward looking cost of debt is 8 . 0 0 % .  (TR 216; 
EXH 40, RSB-16) 

AT&T witness Hirshleifer estimates BST's forward looking cost 
of debt by calculating the weighted average of the yields to 
maturity of BellSouth Corporation's outstanding issues. He 
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calculates a cost of debt of 7.16% as of September 1999. (TR 628-  
6 2 9 ;  EXH 48 ,  3H-3a) 

In rebuttal, witness Billingsley objects to witness 
Hirshleifer's methodology because witness Hirshleifer includes t he  
debt of BellSouth Capital Funding, an affiliate of BST. Witness 
Billingsley a lso  states that witness Hirshleifci- relies on dated 
debt market information from October 1999. (TR 215-216) 

Staf f  notes that neither of the witnesses considers short-term 
debt in their analysis of the appropriate cost of debt. Witness 
Hirshleifer agrees that short-term debt should be considered in 
determining t he  forward-looking cost of capital. (EXH 23, pp. 28- 
2 9 )  BST uses short-term debt and the appropriate forward-looking 
weight in the  debt structure is 17%. (EXH 3, p.15; EXH 15, p.41-42) 
The appropriate.cost r a t e  for  short-term is 6.22% as of May 2 0 0 0 .  
(EXH 15, p . 4 3 )  

Witness Billingsley's updated cost of long-term debt is 8.09%. 
This is based on a 1.97% average spread between Aaa-rated bonds and 
30-year Treasury bonds from March to May 2000. This average spread 
is added to the May 2000 Treasury bond yie ld  of 6.02%, with t h e  
result being 8.00%. (TR 216; EXH 40,  RSB-16) 

a 
staff believes a longer period fcir measuring the ssread is 

appropriate. Staff notes that witness Billingsley used 13 years of 
monthly data in developing his market risk premiu-n approach, which 
he used to confirm the reasonableness of his DCF and CAPM estimates 
of the cost  of equity. (TR 184-185; EXH 4 0 ,  RSB-8, pp.1-5) Witness 
Billingsley acknowledges t h a t  the credit spread can fluctuate with 
economic conditions and government financing issues. (EXH 15 , p .  
43) The spread from March 1995 to February 2000 was 1.01%. (EXH 3, 
p.17-19)  When this spread is added to t h e  6.02% Treasury bond 
yield,  the resulting long-term debt cost r a t e  is 7.03%- However, 
s t a f f  notes that the spread has increased f r o m  1.43% to 1.97% 
according to witness Billingsley's short-term view. 

staff averaged the long-term spread of 1.01% and the short- 
term spread of 1.97% to obtain a spread of 1 . 4 9 % .  When added to 
the Treasury bond y i e l d  of 6.02%, the resulting cost  rate for long- 
term debt is 7.51%. Staff believes this is an appropriate 
resolution. It allows some weight to the longer term development 
of the spread and allows f o r  the recent increases in the spread. 
Using the long-term debt cost rate of 7.51%, the short-term rate of e 
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6 . 2 2 % ,  and debt  weights of 83% long-term and 17% short-term, t he  
resulting weighted average cost of debt is 7.30%. 

CAPITAL STRUCTURE 

In determining the forward looking cost of cap i t a l ,  BST 
witness Billingsley uses a market value capital sti-ucture.  For 
each of t h e  20 companies in his comparable group, he develops the 
iiiii j.. For COr”n e + i K y  ? i f i t <  preEErred StGCk Dy i f lELtipiyi1-q 
the share price as of December 31, 1998 times the number of shares 
outstanding. Using these amounts with the book value fo r  debt, he 
calculates an average market value cap i t a l  structure for his 
comparable group of 90.17% equity and 9.83% debt.  (TR 189; EXH 40, 
RSB-10, pp. 1 - 2 1  

Witness Billingsley argues that market value capital 
structures are dynamic and determined by the marketplace whereas 
book value capital structures are based on historical accounting 
practices and influenced by one-time accounting events. (TR 189- 
1 9 0 )  He testifies that a market value capital structure re f lec ts  
investor expectations and is consistent with financial theory and 
the FCC‘s standards f o r  a forward looking cost of capital. (TR 191- 
192) 

in developing his recommended capital structure, AT&T witoess 
Lirshleifer states t h a t  t he  goal i n  determining a firm’s capital 
structure is t o  estimate long-run financing weights thar. a rational 
informed management team would employ. Witness Hirshleifer uses 
telecommunications firms as his comparable group and notes that the 
risk of such firms is greater than t h e  risk of providing unbundled 
network elements. (TR 653, 656) He notes that there is a debate 
among academics, practitioners, and forensic experts regarding the 
choice between book and market weights. (TR 6 5 5 )  He uses an average 
of market and book value capital structures f o r  telephone holding 
companies based on closing s t o c k  prices on September 30, 1999 and 
SEC Form 10-Q for t h e  third quarter of 1999,  (TR 6 5 5 ;  EXH 48, JH- 
10, p .  1) The result of this exercise is an implied capital 
structure f o r  BST that is 35.5% debt and 64.5% equity. 

Witness Billingsley criticizes witness H i r s h l e i f e r ’ s  
recommended capital structure. He believes market values are 
determined in the marketplace and should not be averaged with book 
values. (TR 216-217) 
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The Telecommunications Act of 1996, while requiring forward 
looking costs, does not requi re  the  use of a market value capi ta l  
structure. (EXH 23, pp. 17-18) A l s o ,  no s t a t e  commission has 
adopted a market value cap i t a l  s t ruc tu re  for any BST affiliated 
company. (EXH 3, pp. 7 - 1 0 }  

Although witness Billingsley believes market vaLdes are 
superior to accounting values, he uses accounting values in 
selecriiig his compx-able Grcliip. (EXH 4f., RS3-12, pp.i-5j A i s e ,  5 

market value c a p i t a l  structure w i t h  a 90% equity r a t i o  would r e s u l t  
in a high pre-tax interest coverage r a t i o .  BST currently targets 
a pre-tax interest coverage r a t i o  of at l ea s t  6. A 90% equity 
ratio would imply a much higher pre-tax coverage ratio. (EXH 2 3 ,  
p .  2 0 ;  EXH 3, p . 1 3 )  

BST uses a capital s t r u c t u r e  of 6 0 %  equity and 40% debt in its 
cost  model. (EXH 15, p .  8 )  For  telecommunications f i r m s  with a AA 
bond rating, S & P financial medians specify a debt ratio of 42% or 
less. (EXH 15, p.12) F o r  planning purposes, BST targets a t o t a l  
debt r a t i o  of between 42% and 47%. (EXH 3 ,  p .  12) 

S t a f f  believes the capital s t r u c t u r e  of 60% equity and 4 0 %  
debt is appropriate. These ratios are  close to the  standards set  
by bond rating agencies and to t h e  company’s target ra t ios .  Market 
value capi ta l  structures have not been widely accepted and produce 
aberraiit coverage ratios. 
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cost of 
I Debt 

Capi t a l  
Structure 

6 4 . 5 %  equity 
3 5 . 5 %  debt 

7.16% 

9 . 3 0 %  

8 . 5 4 %  

. -  

60% equity 
40% debt 

7 I 3 0 %  

12.20% 

10.24% 

cost of 
Equity 

l BST witness 
I Bi 1 1 ing s 1 ey 

15.35% to 15.5% to 
15.68% 16.26% 

90.17% equity 
9.83% debt 

l 7 . 8 0 %  

~ ~~~~ 

~ BST witness 
Billingsley 

ur>date 

8 8 . 8 4 %  equi ty  
11.16% debt 

8 . 0 0 %  

14.61% to 14.66% to 

CONCLUSION 

I 

Given a capital s t r u c t u r e  of 60% equity and 4 0 %  debt, a cost . 

of equity of 122% and a debt cost rate of 7 . 3 0 % ,  t he  appropriate 
forward looking cost of capital input is 10.24%. 
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(d) tax ra tes;  

RECOMMENDATION: The following Florida-specific tax rates should be 
used as inputs: a combined state and federal  income tax rate of 
38.57% and an ad valorem and other tax rate of -5515%. Also, the 
tax referred to as 'gross receipts  tax" should be labeled, 
"revenue-based taxes." The tax referred to as "state utility taxN 
should be labeled, "gross receipts tax" and set at 2 3 %  of the 
revenues to which it applies, if any, and the tax referred to as 
"PSC fee" should be labeled, "regulatory assessment fees" and set 
at .15%. ( C .  Romig) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those set forth in t h e  cost studies filed by Bellsouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses- 

DATA ALECS: The DAYA ALECs did not state a position on this issue. 

FCCA ALECS: posit ion. 

SPRINT: Spr in t  has a position only on the following Issue 7 items: 
7(a ) ,  (f), W ,  W a n d  (4. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: As reflected in BellSouth Telecommunications, 
Inc. I s  (BST' s )  Response to Staff s 5th Set of Interrogatories, the 
combined state and federal income tax rate is 38.57%, based on a 
35% federal tax r a t e  and a 5.5% state tax r a t e .  (EXH 3 ,  p.11) As 
set forth in BST's witness Caldwell's May I, 2000 Direct Testimony, 
the ad valorem and other tax factor is .9515% and is an effective 
tax factor  furnished by the BellSouth Tax Department, calculated by 
dividing property-related tax expenses by telephone plant-in- 
service. (TR 120-121) 

- 203 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

RATE 

In analyzing the August 16, 2000 BST cost model (EXH 96) , 
BST's response to Staff's 5th Set of Interrogatories (EXH 3, p.11) , 
reviewing BST witness Caldwell's May 1, 2000 D i r e c t  Testimony (TR 
121), and reviewing witness Caldwell's June 29, 2000 Rebuttal 
Testimony (TR 153)' staff discovered differences between t h e  
Commission's terminology and the BST terminology for several taxes 
used as inputs in the BST model. The BST ''gross receipts tax" is 
the total of three or more taxes and fees: the 2.5% gross receipts 
tax, t h e  -15% regiliatcry assessment fee, znd t he  franchilrse and 
license fees. S t a f f  believes that the revenue-related taxes,  
referred to by BST as "gross receipts tax" are more appropriately 
characterized as, "Revenue-Based Taxes" and should be labeled as 
such.  BST's "gross receipts tax" does not meet the s t a t u t o r y  
definition of gross receipts tax. 

INCLUDED IN 
CALCULATION OF UNE 

REWENUBS 

Supplementing BST's definition of gross receipts tax, the . 
Unbundled Network Element Gross Receipts Tax Calculations worksheet 
for the August 16, 2 0 0 0  cos t  model provides a breakdown of t h e  
calculation of the BST-labeled gross receipts f a c t c r r ( E X H  96) It 
is evident from the  definitions and the  calculations t ha t  the 2.5% 
tax referred to as the "State Utility Tax" is t h e  2.5% Gross 
Receipts Tax and the  tax referred to as PSC fees is the  .15% 
Regulatory Assessment Fee. 

S t a t e  Utility 
Tax/Gross Receipts 

Tax 

Hoivever, as shown below, the worksheet f o r  the Separations 
Study €or t h e  Year Egded 12/31/98 submitted by BellSouth includes 
three taxes/fees, but t h e  only tax that has been applied to UNE 
revenue in the cost model is the .15% regulatory assessment fee 
(RAF), referred to as PSC Fee. (EXH 9 6 )  

0 . 0 2 5 0  

TAX 

No 

Yes I 0-0015 I PSC Fee/Regulatory 
Assessment Fees 

I varies I Local Franchise & 
License Tax 
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’* This represents a t o t a l  

Further, as reflected in the BST cost model, the grossed-up 
W F  r a t e  is .17%. (EXH 96) This -17% has been developed by 
applying an additional 1.1400100668909 factor to the .0015 RAF, 
thus inflating the fee before the markup (or gross-up) factor is 
applied. As shown in the table below, without the additional 
factor, the  RAF is calculated as $24,249.33 as opposed to t h e  
$27,644.48 calculatec‘; by the model, a difference of $3,395.15. The 
$27,644 divided by the  $16,166,222 UNE revenues results in the W E  
t ax  rate of 17.10%. This ~.14001006689G9 tac-tcr applied to t h e  
.0015 RAF factor, then marked up, results in a t o t a l  RAF amount of 
$27,691.83 as opposed to staff’s calculation of marked-up RAF of 
$24,285.76, a difference of $3,406.07. No explanation is provided 
in the record to support this 1.1400100668909 factor. Therefore, 
staff recommends t h a t  the RAF rate be limited to .15%, the  rounded 

of $3,406.07 above staff‘s calculation. 
r 

grossed-up ,150225338 shown below. 

/ Revenues 
P S C / R e g d a t o r y  
Assessr?.ent Fee Rate 
PSC/RAF Fee 

Markup Factor 

Total Collected for 
PSC Fee: 
PSC/RAF Fee 
Markup Factor 
T o t a l  

Staff I BellSouth 

$16,166,222.00 

X .0015 
$24,249.33 

$16,166,222.00 

3 ( OO15) 1.14OOlO06689909 
$27,644.48 

=I/ (l-yate) -1 
=1/ (1- .0015) -1 
=0.00150225338007015 

=I/ (1-rate) -1 
=l/’ (1- .00~70015~] -1 
= .001712944261 

$24,249.33 
X 1.00150225338 

$24,285.76 

$27,644.48 
X 1.001712S44261 

$27,691.83* 

SUMMARY 

I n  conclusion, because the  rates established in these 
proceedings will be f o r  UNEs offered in Florida,  staff recommends 
that Florida-specific tax rates be applied. Accordingly, staff 
recommends a combined state and federal income tax ra te  of 3 8 . 5 7 % ,  
an ad valorem and other tax rate of .9515%, and a RAF r a t e  of -15%. 
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Further ,  staff recommends that t h e  BST "Gross Receipts TaxN be 
labeled, "Revenue-Based Taxes, the BST "Sta te  Utility Tax" be 
labeled, "Gross Receipts Tax" and set at 2 . 5 %  of revenues to which 
it applies, i f  any, and t h e  BST "State Utility T a x N  be labeled, 
"Regulatory Assessment F e e .  
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(e) structure sharing; 
( f )  structure costs; 
(h)  manholes; 

' RECOMMENDATION: The appropriate assumptions and inputs for 
structure sharing, structure costs, and manholes are the loading 
factors identified by BellSouth, as modified by staff's 
recommendation in Issue 7 ( s ) .  (Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
xsed in the development cf forward-looking recurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16/ 2000, and as supported by t h e  testhony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (e) to (1). 

FCCA ALECS: (E) STRUCTURE SHARING and (F) STRUCTURE COSTS; 
Structure sharing and structure costs  shoula be explicitly 
calculated in BellSouth's model. Instead,  BellSouth derived values 
based on the application of various "factors" to prior values. 
This "factor approach" distorts cos ts  because of the inherently 
arbitrary and inaccurate nature of the factors applied. 

(H) MAPJXOLES 
The Commission should reject the material inflation factor 
BellSouth proposes, and adopt its material inputs from the USF 
proceeding for use in the  BellSouth cost model. 

SPRINT: 
7 ( a )  I ( f )  , (i) I (jland ( s )  . 

Sprint has a position only on the following Issue 7 items: 

7 (f) "structure costs" should be determined based upon forward- 
looking, geographic-specific costs. BellSouth has used inputs, 
factors and assumptions in developing structure costs which are 
neither realistic, forward-looking nor geographic-specific. 
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TIME WARNER: Adopts FCCA ALECs' positions. 

STAFF ANALYSIS: Staff has combined the recommendation and analysis 
for these three issues because of the similarity among the issues 
and BellSouth's use of loading factors to determine t h e  costs. 
Staff's recommendation on BellSouth's loading factors is in Issue 
79s) 

BellSouth witness Caldwell describes BellSouth's approach to 
structure cost, structure sharing, and manholes: 

The amount of structure sharing is a lso  a major cost 
driver. The structure sharing percentages should be 
BellSouth-specific and representative of BellSouth's 
achievable sharing arrangements in Florida. Structure 
sharing is reflected in the loading factors for poles and 
conduit and in the in-plant factor associated with buried 
cable. (TR 108) 

. . . Bellsouth utilizes loading factors to identify the 
amount of pole and conduit investment required to support 
the associated aerial and underground cable. During the  
development of these factors, anticipated net rents 
(expenses paid to other parties for attaching to their 
structures less revenues received from others fo r  
attaching to BellSouth's structures) from shar.ing 
arrangements are considered. Thus implicitly structure 
sharing is reflected in the calculation. Past 
information supports the fact that sharing of poles is a 
relatively common occurrence. In fact, in Florida 
Bellsouth only owns approximately 40% of the poles to 
which it attaches cable. However, the sharing of conduit 
space is not as extensive, as reflected in the relatively 
low amount of rent BellSouth receives from these 
structures. Sharing of trenching is reflected in t he  in- 
plant factor associated with buried cable. Since this 
factor is developed by analyzing the relationship between 
total installed investments and material prices, any 
savings gleaned from sharing of placement costs has been 
considered. As with the sharing of conduit, joint 
trenching occurs on a very limited basis. (TR 121-122) 

When asked how much sharing BellSouth experiences in conduit 
and trenching, BellSouth responded that it "does not have a report 
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that provides such information." (EXH 61, p .  90) However, BellSouth 
provided year-end 1996 information that it provided to the FCC: 
0.0684 percent of Florida duct feet of conduit was shared and 3.0 
percent of Florida buried cable trench was shared. (EXH 61, p.  9 0 )  

In an interrogatory response, BellSouth explained in more 
detail how structure sharing is reflected in the calculation for 
the pole  and conduit loading factors. 

The degree to which structure sharing exists is reflected 
in the numerator of each loading factor and in the plant 
specific expense factor applied to pole and conduit 
investment the fact that BellSouth often attaches 
to power company poles is reflected in a diminished pole 
investment and likewise, the pole maintenance expense 
factor that is applied to the pole investment reflects 
the sharing efficiencies of pole rent revenue received by 
BellSouth from parties that attach to BellSouth poles.) 
The sharing of the buried cable support structure 
(trenching costs) would also be implicitly reflected in 
the numerator of the buried cable in-plant factor in that 
plant or vendor labor costs required to dig t h e  trenches 
would be diminished due to the sharing of trenching 
costs. (EXH 61, p .  15) 

According to Bellsouth witness Caldwelli: 

BellSouth does not anticipate any major changes to the 
amount of structure sharing in the future. Arguments 
have been made in past proceedings alleging dramatic 
increases in the percent of structure sharing due to 
competition. BellSouth's experience suggests otherwise. 
Structure sharing is dependent on timing, location of 
facilities, and technical considerations. It is difficult 
for a l l  the factors to coincide. In fact, this 
Commission agreed with this declaration in its Order No. 
PSC-96-1579-FOF-TP stating: 'We are not persuaded by 
AT&T/[Worldcom's] argument that a competitive environment 
will encourage more structure sharing." (Order No. PSC- 
96-1579-FOF-TP at Page 78) (TR 122) 

In its utilization of loading factors to determine the cost of 
poles and conduit, BellSouth asserts that , " [E] ven though the BSTLM 
[BellSouth Telecommunications Loop Model] has the flexibility to 
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"place" structures, Bellsouth felt the use of loading factors more 
accurately portrays the costs  BellSouth is expected to incur in 
provisioning loops on a going-forward basis." (TR 122-123) 

FCTA witness Barta points out, " [ I l t  is difficult to 
separately identify the extent of structure sharing assumed in the 
BellSouth cost proxy model ."  (TR 3250) Witrless Barta provides a 
structure sharing recommendation: 

I recommend t h a t  the structure sharing model values  f o r  
BellSouth . . be modified to include at least two 
additional parties sharing pole facilities. The 
percentage of structure sharing among utilities and other 
u s e r s  should increase in t h e  future as more parties 
require space on a limited number of facilities and right 
-of-ways [sic]. My recommended structure sharing level 
recognizes that although there will be more carriers 
seeking the economic benefits of structure sharing, the 
opportunities for such sharing may be constrained for a 
number of reasons, including engineering limitations. (Tii 
3251) 

When asked to explain "how a structure sharing model could be 
modified to include at least t w o  additional part ies  shar ing pole 
facilities, e - g . ,  if BellSouth assumes its portion of .2 pole is 5 0  
percent,  and t w o  additional parties w e r e  to be sdded, what would 
pellsouth's new portion of t h a t  pole be?" the FCTA witness 
responded (EXH 74, pp. 12-13): 

Based upon the testimony of t h e  BellSouth witness, it 
would seem that a user may be able to adjust  the schedule 
of pole rental receipts and payments in order to reflect 
revisions in the structure sharing arrangements between 
t h e  Company and third parties. The cost proxy model 
sponsor, BellSouth, would be in a much better position to 
explain h o w  such a revision could be made. 

The response to the  hypothetical posed in the 
interrogatory would depend upon knowledge of certain 
agreements between BellSouth and the third-party pole 
attacher such as the amount of pole space allocated to 
each additional party and the rate charged for each pole 
attachment or foot of pole space. (EXH 74, p .  13) 
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BellSouth developed its manhole costs using the conduit 
loading factor. 

Manhole costs are not developed individually, i.e., 
BellSouth does not develop the cost of a 4X6X7 manhole or 
a 12X6X7 manhole and enter those values i n t o  the BSTLM. 
Instead, manhole costs  are incorporated inco the study 
through the conduit loading factor. The manhole 
placement costs are considered in the in-plant- tactcrrs 
associated with underground cable. (TR 123-124) 

The FCCA ALECs propose that this Commission adopt its material 
inputs from the Universal Service docket for this proceeding. 
H o w e v e r ,  staff disagrees with the FCCA ALECs that the inputs from 
the Universal Service Docket awe appropriate in this instance. 
Docket No. 990649-TP is to determine generic prices for UNEs; the 
Universal Service Docket was opened in response to a legislative 
mandate. As this Commission said in its order in the universal 
service docket, " [ W l e  note that this proceeding is not to determine 
the actual cost faced by any of these L E C s ,  but is rather to 
estimate the forward-looking cost of an efficient provider building 
a scorched node network a l l  at once, all at the  same time." (Order 
No. PSC-99-0068-FOF-TP, page 129) 

AT&T/WorldCom witnesses Donovan and Pitkin were not. able to 
use material or labor costs  in the BSTLM to ca1ciil;Lte structure 
cos ts :  

BellSouth employs factors to calculate structure costs 
instead of relying on material and labor inputs. While 
we understand that the BSTLM has the capability to use 
these more disaggregrate [sic] structure inputs, 
BellSouth has effectively prevented the user from 
employing these options by locking this portion of the 
model. In addition, BellSouth has not provided the 
parties any information or guidance on how to enable this 
functionality or how the inputs are employed in the 
model's algorithms. Therefore ,  we have not been able to 
utilize this more appropriate methodology and have had to 
rely on BellSouth's factor approach to estimating 
structure investment. (TR 2146) 
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In summary, then, AT&T/WorldCom was unable to use the BSTLM to 
develop structure costs using material prices and o the r  
disaggregated information, as the ALECs generally suggest as t h e  
appropriate method to determine structure costs.  In principle, 
s t a f f  expects that modeling structure costs "bottoms ilp" would be 
preferable as s t a f f  believes t h a t  it would tend to be more 
~ C C U L ~ X ;  however, that w a s  r I u L  pvssibie i r i  this proceeding. Stdf  i' 
disagrees with the FCCA ALECs that inputs from the Universal 
Service docket are necessarily appropriate in this proceeding. 
Therefore, s t a f f  recommends t h a t  t he  appropriate assumptions and 
inputs for structure sharing, structure costs, and manholes are 
those embedded in the loading factors identified by BellSouth, as 
modified by staff's recommendation in Issue 7 ( s ) .  
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ISSUE: 7 :  What are t h e  appropriate assumptions and inputs for the 
following items to be used in t h e  forward-looking recurring UNE 
cost studies? 

(f) structure costs; 

RE;ZOMMENDATfON: See staff's recommendation in Issue 7(e).(Ollila) 

~- POSITIOM OF' THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in t h e  development of forward-looking recurring costs  are 
those set forth i n  t h e  cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (e) to (1). 

FCCA ALECS: (E) STRUCTURE SHARING and (F) STRUCTURE COSTS; 
Structure sharing and structure costs should be explicitly 
calculated in BellSouth's model. Instead, BellSouth derived values 
based on the application of various ''factors" to prior values. 
This "factor approach" distorts cos ts  because of the inherently 
arbitrary and inaccurate nature of the factors applied. 

-- SPRINT: Sprint has a positicn only on the following Issue 7 items: 
7(a;, ( f )  , (i), ( j ) a n d  ( S I .  

7 (f) "structure costs" should be determined based upon forward- 
looking, geographic-specific costs. BellSouth has used inputs, 
factors and assumptions in developing structure costs which are 
neither realistic, forward-looking nor geographic-specific. 

TIME WARNER: Adopts FCCA ALECs' positions. 

STAFF ANALYSIS: See staff's analysis in Issue 7 ( e ) .  
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(g) fill factors ;  

RECOMMENDATION: The appropriate assumptions and inputs for copper 
feeder and distribution fill factors are those recommended by 
BellSouth in i t s  cost filing, resulting i ~ .  utilizationS ot 4 7  
percent for distribution and 74 percent f o r  feeder. (Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and i n p u t s  that should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSlxth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (e) to (1). 

FCCA ALECS: In order to remain consistent with its decision in the 0 
universal service proceeding, t h e  Commission should adopt the 
changes to the BellSouth cos t  model proposed by Mr. Pitkin and Mr. 
Donovan. The proposed changes are set forth in Exhibit No. 10, 
page ' 7 .  

SPRINT: Sprint has a position only on the following Issue 7 items: 
7 ( a ) ,  ( f ) ,  (i), (j>and (SI - 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: A fill factor describes the percentage of plant 
that is in use. BellSouth witness Caldwell describes in general 
terms how BellSouth determined its fill factors for the cost study. 

Bellsouth's fill factors w e r e  based upon t h e  FCC's 
directive t h a t  ' [pler  unit costs shall be derived from 
total costs using reasonably accurate ' fill factors. I It 

( n 6 8 2 )  In many cases, BellSouth Network provided the 
anticipated utilization of the equipment based on 
projected demand and quality of service considerations. 
(TR 123) 
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Similar to other models, such as, the HA1 model, the FCC 
Synthesis Model, and the Benchmark Cost Proxy Model 
(“BcPM‘,), utilization is not entered  as a percentage in 
the BSTLM [BellSouth Telecommunications Loop Model] . 
Rather, the distribution cables are sized based on the 
appropriate standard s i z e  cable and the number of pairs 
provisloned to each living unit. still the effective 
distribution utilization can be calculated from the 
BSTLM; The average distribution cable effective fill in 
BellSouth‘s study for Florida is 47%. For feeder cable, 
the model uses the cable sizing factor and standard size 
cables to determine the required cables to be placed. The 
average effective fill of the copper feeder cables in 
this filing is 7 4 % .  These results are reflective of 
BellSouth’s anticipated future fill in the distribution 
and feeder routes. (TR 107-108) 

Even though the model allows for growth to be considered 
in the sizing of cables, BellSouth set t h e  growth 
component to zero. Thus, spare capacity for growth was 
not reserved. (TR 123) 

In its response to discovery, BellSouth provided a more 
detailed explanation of how distribution fill factor inputs are 
determined. 

BellSouth used a design parameter of 2 distribution pairs 
per household in the BSTLM f o r  use in sizing the amount 
of distribution cable to be placed on each route. The 
model will count the number of households that have 
working lines on a route and multiply that number by 2 
pairs. The model then adds in the number of business 
pairs in service on the route to arrive at the required 
number of pairs for the route. The BSTLM then selects 
the next larger cable size (e.g., 65 households with 
service X 2 pairs = 130 +10 working business lines f o r  a 
total of 140 required pairs results in a 200 pair cable 
being placed). 

The effective fill is determined by dividing t h e  number 
of working distribution pairs by the number of available 
pairs placed. Overall, the BSTLM produces an effective 
distribution fill of 47%, which is very close to the fill 
BellSouth has experienced in the past and expects to 
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experience in i t s  copper distribution plant in the 
future. (EXH 61, p- 8 0 )  

The BSTLM uses t h e  actual number of business lines in 
service on a route, coupled with the 2 pairs per 
household with working lines, to determine pairs required 
for the r o u t e .  The MinimumPairsPerBusiness was carried 
over from the proxy models. However, it was determined 
that the value ads not needed since the data  provide& 
into the model was actual business line count not 
business counts. (EXH 61, p.  81) 

BellSouth's methodology for feeder cable is somewhat different 
in its use of cable sizing factors. 

The Copper Sizing Table Engineering Rules were 
constructed using the same approach as the FCC's HCPM 
copper sizing table. In fact, the  feeder values used in 
the table were obtained from t h e  FCC's HCPM. In effect, 
copper cable sizing factors are provided by density zones 
(lines per square mile) to allow the user  to vary cable 
sizing calculations by density. This reflects t h e  fact 
that cable f i l l s  are typically greater in dense areas 
than in more r u r a l  areas. (EXH 61, p .  8 5 )  

Based upon t h e  density zone the route fa . l l s  within, a 
table lookup is made to obtain the sizing factor. The 
working pairs on a route are then divided by the factor 
to arrive at the pair requirements. The model then picks 
the next largest cable of sufficient size to serve that 
route. (EXH 61, p.85) 

Similar to distribution, the model divides the working 
pairs by the available pairs to determine the effective 
fill. Overall, the BSTLM produces an effective feeder 
fill of 74% which is very close to the fill BellSouth has 
experienced in the past and expects to experience in its 
copper feeder plant in the future. (EXH 61, p .  81) 

When asked for ac tua l  distribution and feeder f i l l s ,  BellSouth 
responded, ' [ N l o  record is kept fo r  "distribution" cables . . . .,I 

(EXH 61, p .  77) However, according to information available in the 
Universal Service docket, No. 980696-TP, "BellSouth's actual 
distribution fill as of December, 1997, is 41.3 percent." (Order 
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No. PSC-99-0068-FOF-TP, page 127) BellSouth did provide its copper 
feeder utilization in Florida: 65.03 percent at year end 1999, with 
64.63 percent in 1998, 65.97 percent in 1997, and 65.96 percent in 
1996. (EXH 61, p -  77) 

Several ALEC witnesses discuss fill factors, including Sprint 
witness Cox, FCTA witness Barta, and Data ALECs witness R i o l o .  

SprI;nt witness Cox, in his discussion of r i l l  factors-, quores 
the FCC on fill factors: 

FCC 96-325, First Report and Order, Paragraph 682 states, 
"Per-unit costs shall be derived from total costs using 
reasonably accurate "fill factors" (estimates of t he  
proportion of a facility that will be "filled" with 
network usage) ; that is, t h e  per-unit costs associated 
with the element must be derived by dividing the total 
cos t  associated with the element by a reasonable 
projection of t h e  actual total usage of the element." 
(TR 3208) 

Witness COX describes " [FI ill or utilization factors" as "the 
percentage of available network capacity actually used. 
Utilization is due to three factors." (TR 3209) 

1. When engineering and building te1ecmmn"cations 
facilities, LECs attempt to anticipate future 
needs. For example, it is more cost-effective to 
d ig  a trench once and install additional 
facilities, than to dig up the trench and install 
new facilities every time a new loop is required. 

2 .  It is t h e  nature of the telecommunications industry 
that capacity is acquired in large blocks.  
Additional capacity will exist while demand grows 
into the available capacity. 

3. An engineering interval, a period of time necessary 
to plan and construct facilities, is required when 
replacing or expanding capacity. (TR 3209) 

Efficient deployment balances the cost-benefit 
relationship of unused capacity and t h e  cost of 
installation. Not enough capacity results in inefficient 
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rework (e+ digging new trenches every month); too much 
capacity is an inefficient use of resources ( e . g . ,  
burying plant that will never be used . )  (TR 3210) 

Witness Cox then asserts that a "theoretically high, optimal 
utilization factor" is inappropriate for telephone companies. (TR 
3210) 

This is in large p a r t  due to- t he  nature of trazsiitission 
capacity. For example, an OC-3  system has the capacity 
of 3 D S 3 s .  An OC-12 system has the capacity of 12 DS3s. 
When an OC-3 system is exhausted and replaced with the 
l a rger  02-12 system, its m a x i m u m  utilization at the time 
of cutover is only 25% ( 3 DS3s / 12 DS3s). In reality, 
the cutover takes place prior to absolute exhaustion, so 
t h e  actual  utilization at cutover must be less than 25%. 
(TR 3210) 

From Sprint witness Cox's testimony, it appears to staff that 
Sprint witness Cox does not disagree with BellSouth on fill 
factors. 

FCTA witness Barta a l s o  discusses fill factors: 

The fill factors used in the ILECs' cost proxy models 
affect t h e  level of irvestment required to provide 
services to customers. Lower  than necessary utilization 
ra tes  increase total loop investment because t h e  increase 
in required capacity associated with lower fill factors 
increases the amount of loop plant used to deliver 
telecommunications services. Optimistically robust fill 
factors m a y  jeopardize the  quality of service. 

The appropriate fill factor used in t he  cost proxy models 
should balance current and expected demand levels as well 
as accommodate the requirements for administrative and 
modular related spare capacity over t he  economic life of 
the feeder and distribution facilities. Dep 1 oy i ng 
facilities to satisfy demand t h a t  is not expected to 
materialize until after t h e  facilities have been retired 
represents poor management judgment. A competitive firm 
would not be able to overcome such errors of judgment by 
passing on t h e  high costs to its customers. 
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The economic lives that the incumbent ca r r i e r s  have 
assigned t o  distribution and feeder facilities for 
capital recovery purposes should be consistent with the 
fill f ac to r s  developed as part of the efficient network 
configured by the cost proxy models. For instance, if 
the incumbent carriers assign an economic life of 14 
years for metallic distribution facilities, then it is 
not reasonable to s i z e  these facilities to satisfy demand 
levels that may not  emerge l o r  2 5  to 30 years in the  
future, long after the  facilities are projected to be 
retired. (TR 3252-3253) 

As with Sprint witness Cox, it appears to staff as if FCTA 
witness Barta does not disagree with BellSouth on f i l l  factors. 
Since BellSouth did not explicitly include growth, witness Barta's 
concerns about consistency with capital recovery should be eased. 
(TR 123) Staff agrees with BellSouth that growth should not be 
included, especially since growth and administrative spare is 
implicitly assumed with BellSouth's use of the next larger cable 
size. (EXH 61, p .  8 0 )  

During his deposition, Data ALECs witness Riolo discussed  fill 
fac tors .  

Feeder plant from the central office to the f eede r  
distribution interface is designed on t h e  basis. of 
economics f o r  an economic Feriod of time. You s i z e  the 
cable for the requirements as of the date it finishes its 
installation, plus some three to five years worth of 
growth. That generally is the guideline that is in the 
industry. (EXH 8 9 ,  p .  4 8 )  

In the distribution side of the  cable, the distribution 
cable is designed for the ultimate. A determination is 
made as to how many pairs per dwelling unit, typically it 
is two pairs per dwelling unit f o r  each dwelling unit to 
be served, and the cable is sized accordingly. (EXH 89,' 
p .  4 8 )  

Now, obviously cables don't come in every particular pair 
size, but rather in discreet or I what call chunkiness. 
So that if you needed 175 pairs for some reason because 
that is how many t w o  pairs per household it came ou t ,  t h e  

- 219 - 



DOCKET NO. 990649-TP 0 DATE: APRIL 6 ,  2001 

next size cable would be a 200 pair cable. (EXH 89, p .  
48) 

So by and large the distribution plant not only has the 
number of pairs per dwelling unit for the ultimate 
service you perceive to be in that location, but it also 
has some modicum of spare pairs even over and above t h a t  
due to the chunkiness of cable. Thus, I submit t o  you 
rhat the f i l l ,  t h a t  is the working service in che 
distribution, generally is low, particularly as compared 
to the feeder plant. (EXH 89,  pp. 4 8 - 4 9 )  

When asked whether "industry guidelines are modifying their 
recommendations . . . f o r  the two pair per dwelling unit," witness 
R i o l o  responded: 

The two pair per dwelling unit i s  somewhat of a minimal 
guideline. The  actual design criteria is really left t o  
the engineer, who should be m o r e  familiar with the 
geography to be served. For example, in some very 
affluent areas where the perception might be, and v e ~ y  
well so, that five and six p a i r  would be the proper 
number per household, it certainly does not  preclude t he  
engineer from doing that. There has to be some 
sufficient material that would indicate things of that 
Eature. But I know of locations .chat w e r e  designed on 
certainly more than two pa i r s  per dwelling unit. (EXH 89, 
p.  49)  

5 

Data ALECs witness Rid0 also appears generally to agree with 
BellSouth on f i l l  factors. 

Sta f f  notes that the D a t a  ALECs and Time Warner adopt the FCCA 
ALECS, position on this issue, while Sprint does not have a 
position on this issue. The FCCA ALECs' position refers to 
AT&T/WorldCom witnesses Donovan and Pitkin's Exhibit No. 10, page 
7 (Hearing Exhibit 124). According to t h i s  exhibit, witnesses 
Donovan and Pitkin recommend 1.5 pairs per  household, based on 
Order No. PSC-99-0068-FOF-TP i n  the Universal Service docket, 
compared with BellSouth's 2 pairs per household. (EXH 124, JCD/BFP- 
1 0 ,  p .  7) Witnesses Donovan and Pitkin also recommend 3 pairs per  
business based on the Universal Service docket compared w i t h  
BellSouth's use of the actual number of pairs per business.  (EXH 
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124, JCD/BFP-10, p .  7) The feeder cable sizing factor is not on 
page 7 of Exhibit 124, JCD/BFP-lO. 

Staff disagrees with t h e  FCCA ALECs that the inputs from the 
Universal Service docket are appropriate in this instance. The 
instant proceeding is to determine generic prices for UNEs; t h e  
Universal Service docket was in response to a legislative mandate. 
As this Commission stated in its order in t h e  Universal Service 
docket, '; L W J e  note t h a t  this proceeding is riot to determine cfie 
actual cost  faced by any of these LECs, but is rather to estimate 
the forward-looking cost of an efficient provider building a 
scorched node network all at once, all at the same time." (Order 
NO. PSC-99-0068-FOF-TP, page 129) 

In summary, BellSouth's proposal is 2 pairs per household, 
w i t h  which D a t a  ALECs witness Riolo also appears to agree. Staff 
is persuaded by witness Riolo's discussion on the appropriateness 
of 2 pairs per household. Staff believes that 2 pairs per household 
is reasanable, and in some instances may well be conservative. 
Therefore, staff recommends that t h e  appropriate input per 
household is 2 pairs. 

For business lines, the FCCA ALECs propose 3 pairs per 
business, while BellSouth's model uses the actual number of 
business lines. Staff believes that use of the actual nunber of 
business lines is more accurate and, thus, mgre reasonable than an 
assumed average number of lines. Therefore, staff recommends that 
t h e  appropriate input for business is the actual number of lines. 

Staff was unable to find much ALEC testimony specific to 
BellSouth's effective feeder fill of approximately 74 percent. This 
fill represents a 9 point increase over BellSouth's actual 1999 
feeder fill factor of 65 percent. (EXH 61, p .  81) In the absence of 
record evidence to the contrary, staff believes that BellSouth's 
feeder cable inputs resulting in an effective fill of approximately 
74 percent are reasonable. 

SUMMARY 

In summary, staff recommends that t he  appropriate assumptions 
and inputs for copper feeder and distribution fill factors are 
those recommended by BellSouth in i ts  cost filing, resulting in 
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utilizations of 47  percent f o r  distribution and 74 percent for 
feeder . 
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(h) manholes; 

RECOWENDATION: See staff's recommendation in Iscue 7(e).(Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and i npu t s  that should be 
used in the  development of forward-looking recurring costs are 
those set forth in t he  cost s t u d i e s  filed by BellSouth on August 
16, 2000,  and as supported by the testimony of Bel lSouth ' s  
witnesses. 

DATA ALECS: Adopt FCCA position on items (e) t.0 ('1). 

FCCA ALECS: 

(H) MANHOLES 
The Commission should re ject  t h e  material inflation factor 
BellSouth proposes, and adopt its material inputs from t he  USF 
proceeding for use  in the BellSouth cost model. 

SPRINT: Sprint has a position only on t h e  following lssue 7 items: 
7 ( a ) ,  (f), (i), ( j h n d  ( 4 .  

TIME WARNER: Adopts FCCA ALECs' positions. 

STAFF ANALYSIS: See staff's analysis in Issue 7(e). 
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ISSUE 7 :  What are the appropriate assumptions and 
following items to be used in the forward-looking 
cost studies? 

(i) fiber cable (material and placement 

inputs for the 
recurring UNE 

costs) ; 
(j ) copper cable (material and- placement cos ts )  ; 

RECOMMENDATION: The appropriate assumptions and inputs f o r  fiber 
and copper cable material costs to w e  ii-, the forward-looking L" 
cost studies filed in this proceeding 
costs identified by BellSouth. The 
inputs for t h e  associated cable 
identified by BellSouth, as modified 
Issue 7 ( s )  - ( L e e )  

are those non-loaded material 
appropriate assumptions and 
placement costs are those 
by staff's recommendation in 

POSITION OF THE PARTIES 

BELLSOUTH: T h e  appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those  set forth in the cost s tud ie s  filed by BellSouth on August 
16' 2000, and as supported by the testimony of BellSouth's 
witnesses. @ 

DATA ALECS: Adopt FCCA position on items (e) to ( I ) .  

FCCA ALECS: The Commission should reject the material inflation 
factor Bellsouth proposes, and adopt i t s  material inputs from the 
U S F  proceeding for use in the BellSouth cost model. 

SPRINT: 7 (i) & ( j )  "cable (fiber and copper) placement costs" should 
be developed using forward-looking, geographic-specific costs. 
BellSouth has developed its placement cos ts  using inputs, factors 
and assumptions which are not realistic, forward-looking or 
geographic-specific. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: The appropriate assumptions and inputs that should 
be used in the development of forward-looking recurring costs  are 
those set f o r t h  in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 
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DATA ALECS: Adopt FCCA position on items (e) to (1). 

FCCA ALECS: The Commission should re] ect the material inflation 
factor BellSouth proposes, and adopt its material inputs from the 
USF proceeding for  use in t he  BellSouth cost model. 

SP~INT: 7 (i) & ( j  ) "cable (fiber and copper) placement costs" should 
be developed using forward-looking, geographic-specific costs. 
BellSouth has developed its placement coats using inputs; factors  
and assumptions which are not realistic, forward-looking or 
geographic-specific. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Fiber and copper cable are utilized as underground, 
buried, and aerial. The BellSouth Telecommunications, Inc. Loop 
Model (BSTLM) input sheets include costs for material, as well as 
factors depicting other components necessary so that the cost is 
provided for engineered, furnished, and installed cable, t h a t  is, 
ready-for-service. (Caldwell TR 1266; EXH 81, p .  113) 

BellSouth 

B e l l S o t i t h '  s witness Caldwell describes BellSouth' s development 
cf its cable cost inputs: 

BellSouth used BellSouth-specific costs for both copper 
and fiber cable. Material prices for copper and fiber 
cable were obtained from procurement records that reflect 
actual BellSouth purchase prices and contractual 
agreements. . I .future inflation trends (TPIs) w e r e  also 
taken into consideration in order  to reflect forward- 
looking costs. Telephone company engineering and labor 
costs were derived from BellSouth's Flor ida  in-plant 
loading factors. In-plant factors convert material 
prices to a Florida-specific installed investment. 
BellSouth-specific cable costs reflect economies of scale 
and vendor prices that an efficient provider would be 
able to expect to achieve on a going forward basis. (TR 
1180) 

BellSouth's material costs represent the average material 
price for a given size and type of cable. (EXH 61, p .  8) The costs 
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are based on BellSouth material price lists which reflect t h e  
purchasing efficiencies of aggregating a l l  cable purchases to 
include the needs of all nine BellSouth states. (EXH 61, pp- 184, 
189) In addition to applying inflation, BellSouth applies material 
loading factors to translate the material costs to Florida-specific 
in-plant total installed cos ts .  (Caldwell TR 1234; EXH 61, pp. 13, 
1 7 )  

BellSouth‘s placzment costs for each s i z e  of cable, while 
implicitly included in the composite category costs, are not 
explicitly identifiable. (EXH 61, pp. 17, 159-162, 166-167) 
BellSouth explains: 

A fundamental assumption implicit in BellSouth’s use of 
an in-plant loading approach is that fo r  each cable type, 
the current relationship of total in-plant costs to 
material cable costs provides a reasonable approximation 
of such relationships for the future forward-looking 
period. Furthermore, t he  in-plznt relationships 
developed fo r  a specific cable type . . - will also 
produce representative cost results across the spectrum 
of cable  s i z e s  when viewed on a total cable placement 
basis. (EXH 61, pp. 161-162, 166-167, 170-171, 175-176) 

BellSouth’s witness Caldwell explains that the concept of an 
in-plant plzcement loading factor is to capture t h e  costs necessary 
to engineer, install, and get the cable ready for service. (TI? 
1266; EXH 81, p. 113) The factor is essentially a multiplier to 
the material investment and is theoretically based on the composite 
total installed and material costs for the universe of cables 
BellSouth placed in 1998 in Florida. (Caldwell TR 1157, 1234-1235, 
1267) This captures the actual 1998 placement cos ts  by category 
type (i . e .  , telco plant labor, telco engineering, vendor 
engineering, vendor installation, exempt material, and non-exempt 
material) for a given type of cable (fiber or copper, aerial, 
underground, or buried). (Caldwell TR 1236, 1266; EXH 61, pp. 159, 
162) Drop terminals for line sizes below 100 pairs are included as 
exempt material. (Caldwell TR 1183) For these reasons, BellSouth 
contends that the  use of loading factors is representative of the 
broad range of activities and costs required to install cable in a 
variety of locales and under a variety of conditions. (EXH 61, p .  
212) 
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Data ALECs, FCCA ALECs, Sprint, Time Warner 

The primary criticism of the Data ALECs, FCCA ALECs, Sprint, 
and Time Warner regarding BellSouth’s copper and fiber cable costs 
relates to BellSouth’s use of generic linear loading factors to 
account for engineering and placement costs when BellSouth has 
access to aczual costs. They assert that such an approach distorts 
cost relationships between rural and urban areas and are not 
appropriate in a pi-oceeding where rates are being deaveraged. 
(Dickerson EXH 108, p. 36; Donovan/Pitkin EXH 87, p .  16) 

As Sprint’s witness Dickerson asserts: 

The BSTLM has the ability to apply the actual engineering 
placement, and structure, related investments to the 
network built in BSTLM, but BellSouth has chosen not to 
use its model’s full capability. As a result, the costs 
are inaccurate. BellSouth should, therefore, be required 
to modify its costing methods ta more accurately reflect 
its actual experience. (Dickerson TR 3131) 

Along the same lines, AT&T Communications of the Southern States, 
Inc. And WorldCom‘s (AT&T and W o r l d C o m )  witnesses Donovan and 
Pitkin assert: 

While the BSTLM is designed to calculate the t o t a l  loop 
investment required to provide the various loop elements, 
BellSouth disabled many of these features and instead 
used the BSTLM to calculate only the material investment 
associated with the loop elements. Bellsouth’s filing 
then applies a series of factors to these material 
investments, for engineering and installation costs, in 
order to derive total installed investment. 

Bellsouth’s factor approach to calculating installed 
investment distorts the actual investment required by 
assuming that engineering and installation costs are 
directly proportional to the material costs. 
(Donovan/Pitkin TR 2140) 

AT&T and WorldCom’s witness Pitkin and Sprint’s witness 
Dickerson argue that engineering and placement costs do not vary 
with t h e  number of cable pairs being placed, as BellSouth‘s factor 
approach implies, but rather to be with the number and types of 
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cable sheaths that are determined necessary. (Pitkin TR 2141; 
Dickerson TR 3132-3135) The witnesses assert that it does not cost 
four times as much to engineer a 400-pair cable as it. does a 100- 
pair cable or sixteen times as much to place a 400-pair cable as it 
does a 25-pair cable. (Dickerson TR 3132-3134; Donovan/Pitkin TR 
2141) Yet, that is the result of BellSouth’s linear loading 
factors. (Dickerson TR 3132-3134) Additionally, witness Dickerson 
argues : 

In the case of a fiber feeder cable serving numerous 
digital loop carrier sites, a small fiber sheath such as 
a 24 f i b e r  cable may carry thousands of digital loop 
carrier derived loops. Engineering that cable is not 
hundreds or thousands of times the engineering cost of a 
50 pair copper cable. The engineer does relatively the 
same work to engineer either the 50 pair cable or the 24 
fiber cable. Loading engineering costs equally on a per 
pair basis (or on a per pair equivalent as in the  case of 
fiber) is incorrect. (Dickerson TR 3134) 

Further, Sprint’s witness Dickerson asserts that, in reality, 
placement costs for buried and underground cables vary little among 
cable s i z e s ,  while the placement costs  of aerial cable vary from 
small to large cables due to the difference in weight and diameter 
of the l a rger  cables. He explains: 

@ 

Buried cable  construction techniques, such as trenching, 
back hoe trenching, cut and restore concrete, cut and 
restore sod, laying the cable in the trench, and filling 
the trench vary little if at all with the s i z e  of the 
cable placed in the t rench .  Digging a trench for an 800 
pa i r  cable does not require 32 times the effort to dig  a 
trench for a 25 pair cable .  (Dickerson TR 3136) 

In response to AT&T and WorldCom’ s allegations that 
BellSouth’s in-plant factors overstate the costs of l a rger  sized 
cables, BellSouth’s witness Caldwell asserts: 

While the relationship of the combined costs of 
installation labor, exempt material, sales tax and 
engineering to total material costs may not be perfectly 
linear, the use of in-plant factors produces 
representative cost results when viewed on a total cable 
placement basis. While t h e  use of in-plant factors may 
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potentially overstate, to some degree, the costs for 
large size cables, Mr. Donovan and Mr. Pitkin 
conveniently disregard the fact that if one believes that 
implants overstate t h e  cost of large sized cables, then 
the corollary is also true; L e . ,  that in-plants 
potentially understate, to some degree, the costs for  
small s i z e  cables. (TR 1234) 

Additionally, w i t n e s s  t ' a ldwell  notes tzat only 20% of 
BellSouth's actual 1998 cable placements related to cable sizes of 
400-pair and larger. (TR 1234; EXH 9 3  (DDC-10)) Further, the 
network placed by the BSTLM assumes a grea ter  incidence of smaller 
cable placements, with about 18% of the placements related to cable 
sizes of 400-pair and larger. (TR 1235) However, AT&T and WorldCom 
and Sprint argue that even if BellSouth's embedded plant  has 12% 
25-pair cables and 20% over 400-pair cables, the network t h a t  the 
model constructs will probably place t h e  20% larger cables in a 
Miami-type area that has sufficient density to justify those cables 
2nd 25% will be in the more rural areas. AT&T and WorldCom's 
witness Donovan asserts: 

I f  we were talking about developing statewide average 
rates, it could be appropriate. B u t  because we are 
deaveraging, it is wrong to assume you're going to have 
the same mix of 25-pair cables ar.!d 4,200-pair cables 
throughout every wire center and every density zone. You 
are overstating the costs in higher-density zones and 
understating the costs in lower-density zones so this is 
not a balancing-out exercise. (EXH 87, pp. 15-16, 28)  

Sprint's witness Dickerson notes that using the exact uniform pair 
investment across all wire centers completely distorts cost 
relationships between rural and urban areas. (EXH 108, p .  35) 

AT&T and WorldCom's and Sprint's witnesses suggest t h a t  an 
alternative approach to BellSouth's use of in-plant factors is 
using Standard Time Increment ( S T I )  values to provide more 
appropriate estimates of installation cos ts .  (Donovan/Pitkin TR 
2141; Dickerson EXH 108, p .  26) H o w e v e r ,  BellSouth's witness 
Caldwell advocates that an STI solution is no solution. (TR 1256) 
She asserts t h a t  the necessary engineering criteria needed for such 
an approach are  not readily available and the  assumptions that 
would be needed would be subject to some of the same frailties f o r  
which BellSouth is being criticized for in the use of its in-plant 
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factors in this proceeding. (TR 1235-1236, 1256) Witness Caldwell 
reiterates that, when viewed from a total cable placement view, 
whatever distortions may be present from a "size of cable placed" 
perspective are  minimal. (TR 1236) 

Both witness Pitkin and witness Dickerson conclude that 
BellSouth's application of an installation loading to a unit cost, 
i.e., a linear cost per pair relationship, is flawed and should be 

. rejected. While Sprint makes zio specific recommended adjustments 
to BellSouth's fiber and metallic cable costs to account for the 
linear loading problem, witness Dickerson recommends that BellSouth 
be required to develop its structure cos t  inputs utilizing the 
capability of the BSTLM on a cable sheath basis, not on a per pair 
basis. (EXH 108, p.  37) While witness Dickerson recognizes that 
the Commission is not in an optimal position, he asserts: 

It's unfortunate t h a t  BellSouth chose to develop their 
costs in an erroneous manner, but I don't think we can 
Dverlook it or back away from it because of the work that 
would l i e  ahead to correct the problem, unfortunately. 
(EXH 108, p .  3 7 )  

In the  meantime, witness Dickerson suggests that interim rates be 
established, subject to true-up, until a new cost study is filed, 
reviewed, and analyzed. He suggests that there may be some logic 
to use the inputs adopted in the universal service proceeding as a 
basis for determining interim rates.  (EXH 108, p. 38) 

The FCCA ALECs recommend that the Commission rely on the 
material and unit prices it adopted by Order No. PSC-99-0068-FOF- 
T p ,  issued January 7, 1999, in Docket No. 980696-TP. 
(Donovan/Pitkin TR 2139) AT&T and WorldCom's witness Pitkin 
asserts that there are three primary reasons why the  unit-cost 
inputs adopted in the Universal Service Order are appropriate to 
employ: 

Both the BCPM and the BSTLM purport to estimate the 
forward-looking cost  of providing UNEs using current 
technologies, so the theoretical frameworks f o r  the two 
cost proxy models should be similar; 

Many of the  inputs in the BSTLM are similar or directly 
equivalent (except for DLC equipment which we describe 
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below) to the inputs used in the BCPM, so t h e  inputs are 
easily transferable; and 

BellSouth sponsored the BCPM in the Universal Service 
docket and the Commission's decisions considered 
BellSouth's evidence on inputs in that docket. 
(Donovan/Pitkin TR 2139) 

In response, BellSouth's witness Caldweli asser t s  chat 
Universal Service funding is designed to set a subsidy level f o r  
a l l  providers, while the UNE proceeding is designed to set 
permanent rates f o r  BellSouth. In its discussion of the use of 
forward-looking economic costs with respect to USF, witness 
Caldwell notes that the FCC stated that , "long run, €orward-looking 
economic cost best approximates the cos ts  that would be incurred by 
an efficient carrier in the market." (Report and Order in Docket 
No. 96-45)  (TR 1 2 2 4 )  W i t h  that objective in mind, the Commission 
issued its USF Order relying heavily on inputs from Spr in t ,  
considered by the Commission to be representative of ari "efficient 
provider.'' (TR 1224-1225)  On the other hand, BellSouth argues 
that the rates set for UNEs should be set at a level t h a t  
compensates BellSouth fo r  the use of i t s  network, not Sprint's. 
(Caldwell TR 1224-1225) In fact, the FCC's Third Report and Order 
alluded to this difference; the "benchmark of forward-looking cost 
and existing network design most closely represents the incremental 
rDsts incumbents actually expect to incur in making network 
elements available to new entrants." (Caldwell TR 1225) 

Staff Analvsis 

Fiber and Comer Material Costs 

The on1.y party voicing any concern with BellSouth's fiber and 
copper material cost inputs was AT&T and WorldCom. AT&T and 
WorldCom's witnesses Donovan and Pitkin admitted they d i d  not 
undertake a detailed review of BellSouth's material costs. (EXH 87, 
P .  47)  However, the witnesses suggested comparing the current 
inputs with the material cost inputs in Order No. PSC-99-0068-FOF- 
TP in Docket No. 980696-TP as a test for reasonableness. 

staff disagrees with using the inputs adopted in the US 
proceeding f o r  establishing UNE prices, since t h a t  proceeding 
related to a legislative mandate, the adopted inputs are not 
specific to BellSouth, and t h e  inputs are t w o  years old. 
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Nevertheless, a comparison of the non-loaded material costs between 
t h e  two cases does not indicate drastic differences. In general, 
BellSouth‘s non-loaded fiber cable material costs submitted in this 
proceeding are  lower than those BellSouth submitted or the 
Commission adopted in t h e  universal service proceeding; copper 
cable cos ts  have increased somewhat from what BellSouth submitted 
in the universal service proceeding but are s t i l l  lower than t he  
material costs the Commission adopted in that proceeding. Also, 
staft i-,otes thzt Order NO. PSC-99-U068-Ft0F-TP fclilnd t h a t  t he  
”actual material prices, material prices, in general, do not vary 
very much among the LECs . . . ”  (Order at 155-156) 

Accordingly, since BellSouth’s non-loaded material prices 
approximate those levels found reasonable in the Universal Service 
proceeding, and in the absence of evidence to the contrary, staff 
recommends that the BellSouth‘s non-loaded material cost  inputs be 
adopted to determine UNE prices at this time. 

Placement Costs 

Table 7 (i) -1 shows BellSouth’s material and t e lco  placement 
factors for copper and fiber cables. Also shown is the percent of 
labor, engineering, exempt, and non-exempt costs that makeup 
BellSouth’s total placements for each cable t y p e .  For a discussion 
of t he  derivation of the material and celco loadings, see Issue 
7 ( s )  - 
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Cable Telco 
Type Labor 

( % I  

Me tal 1 ic 

Aerial 35.52 

Telco 
Eng - 

( % I  

13.45 

~ Bur ied  1 15-.15. 1 
Undgd. 43.03 

Aerial 39.89 

F i b e r  

21.52 

4.96 

1 9.85 

LSouth's Materi 

15 - 82 6.0 6.700563 3.470936 

28.74 6.0 3.688092 1.256264 

58.07 6 - 0 1,825332 1 - 614122 

V e n d o r  Vendor 
Eng. I Labor 
16.58 37.59 9 
18.24 34.25 ,t, 

As discussed previously, BellSouth's placement loading factors  - 
are developed as f ac to r s ,  and then applied to the material costs 
adjusted for inflation. As can be seen above, the loading factors 
are linear - -  that is, no adjustment is made for size. For 
underground fiber cable, BellSouth's material loading factor in 
1.8253. This factor is the zame whether it j s  applied to t h e  
smallest increment or to t h e  largest  s i z e  of underground fiber 
cable.  

BellSouth applies an inflation factor  to i ts  fiber and copper 
cable material unit costs; the reasonableness of such a loading 
factor  is discussed in Issue 7 ( s )  and therefore will not be 
addressed here.  Tables 7 (i) - 2  through 7 (i} -12 provide a side-by- 
side comparison of total material and placement costs underlying 
the parties' positions, as well as BellSouth's implied material as 
a percent of t o t a l  c o s t .  The position shown for the  FCCA ALECs, 
the D a t a  ALECs, and Time Warner are the Commission adopted fiber 
and copper cable inputs from Order No. PSC-99-0068-FOF-TP in Docket 
No. 980696-TP. For t h e  cable sizes not addressed in the universal 
service cost model (Benchmark Cost Proxy Model (BCPM)) , t he  AT&T 
and Worldcorn witnesses state their recommended values represents an 
averaging of the smaller and larger cable sizes. (TR 2147) While 
s p r i n t  argues that BellSouth's placement costs are not realistic, 
forward-looking, or geographic-specific, it provided no specific 
recommended adjustments  to BellSouth's material cost inputs. 
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DATA ALECs/FCCA 
ALEC s /Ti me 

Warner* Bel 1 South 

Size 

216 

168 

156 

144 

132 

120 

108 

96 

84 

72 

60 

48 

44 

36 

32 

30 

24 

18 

12 

6 

Source: EXH 93, p. 55 (DDC-2), p .  5; 1PlntOSP.xls; EXH 61, p .  10; EXH 125, 

* Total c o s t s  (material plus installation) represent values adopted in Order 
NO. PSC-99-0068-FOF-TP. For the cable sizes not addressed in that O r d e r ,  
values were developed based on an averaging of the smaller and larger cable 
sizes. (Donovan and Pitkin TR 2147) 

JCD/BFP-lO, p .  5. 

Material 
Total Material P1 acement Total as % of 
cost cost Loadirq cost Total 

$12.5;5 . $3.97 1- - 87.57 $7.25- . 54.79% 

9.87 3.16 1.8253 5.77 54.79% 

9.16 2.96 1.8253 5.40 54.79% 

9.41 2.77 1.8253 5.06 54 -79% 

9.48 2.56 1.8253 4.67 54.79% 

8.61 2.36 1.8253 4.31 54.79% 

7.75 2.15 1.3253 3.92 54.79% 

7.51 1.93 1.8253 3.52 54. '19% 

7.11 1.75 1.8253 3.19 54.79% 

6.55 1.58 1.8253 2-88 54.79% 

6.07 1.35 1.8253 2.46 54.79% 

5.51 1.22 1.8253 2.23 54.79% 

5.53 1-08 1.8293 I 1.97 54.79% 

4.91 0.91 1.8253 1.66 54.79% 

5.24 0.88 1.8253 1.61 54 -79% 

4.91 0.84 1.8253 1.53 54.79% 

4.58 0.72 1.8253 1.31 54.79% 

4.43 0.64 1.8253 1.17 54.79% 

4.23 0.53 1.8253 0.97 54.79% 

3.51 0.44 1.8253 0.80 54.79% 
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Table 

DATA ALECs/FCCA ALECs/ 
Time Warner" 

Total 
cost 

$11.08 

8-62 

8.00 

7.82 

7.69 

6.98 

6.29 

5.96 

5.72 

5.33 

4.68 

4.15 

4.16 

3.70 

- 

Size  

7 ( i ) - 3 :  Aerial Fiber 

Be 1 1 South 

Material 
Total Placement Total a s  % of 

Loading Cost total cost 

$3.97 6.700563 $26.60 14.92% 

3.16 6.700563 21.17 14.92% 

2.96 6.700563 19.83 14.92% 

2.77 6.700563 18.56 14.92% 

2.56 6.700563 17.15 14.92% 

2.36 6.700563 

2.15 6.700563 

12.93 14.92% 1.93 6.700563 

1.75 6.700563 11.73 14.92% 

1.59 6.700563 10.59 14.92% 

1.35 6.700563 9.05 14.92% 

1.22 6.700563 8.17 14.92% 

1.08 6 - 700563 7.24 14.92% 

0.91 6.700563 6.10 14.92% 

I 

216 

3.22 

3.03 

2.03 

2.35 

168 

k 
0.72 6 700563 4.82 14.92% 

0.64 6.700563 4.29 14.92% 

0.53 6 - 700563 3.55 14.92% 

0.44 6 - 700563 2.95 14.92% 

156 

144 

132 

12 0 

108 

96 

84 

72 

60 

48 

44 

36 

32 

30 

24 

18 

12 

6 

3.55 f 0.84 7 6700563-- 1- 5.63 1 14.92% 

Source: EXH 161, p .  10; EXH 93, p -  54 (DDC-2); 1PlntOSP.xls; EXH 125, 
J C D / B F P - ~ C I ,  p.  4 .  
* Tota l  costs (material plus installation) represent values adopted in Order 
No. PSC-99-0068-FOF-TP. F o r  the cable sizes not addressed in that Order, 
values were developed based on an averaging of the smaller and larger cable 
sizes. (Donovan and Pitkin TR 2147) 
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Placement 
Loading 

3.. 256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

1.256264 

- 

B e  1 1 South 

Total 
cost 

$4.99 

3.97 

3.72 

3 - 4 8  

3.22 

2.96 

2.70 

2 -42 

2 . 2 0  

1.98 

1.70 

1.53 

1.36 

1.14 

1.11 

1.06 

1.256264 I 0.90 

1.256264 I 0.80 

1.256264 I 0.67 
~~ ~~ 

1.256264 1 0.55 

M a t  e r i  a1 
as % of 
Total 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

Table 7 (i) - 4  : Buried  Fiber 

DATA ALECs/ 
FCCA ALECs/Time 

Warner* 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 

79.60% 
~~ 

79.60% 
~ 

79.60% 

79.60% 

79.60% 

Source: EXH 61, p .  10; EXH 93, p. 54 (DDC-2; 1PhtOSP.xls; EXH 125, 
JCD/BFP-~O, p. 5. 
* Tota l  costs ( m a t e r i a l  plus installation) represent values adopted in 
Order No. PSC-99-0068-FOF-TP. For the cable sizes not addressed in that 
O r d e r ,  values w e r e  developed based on an averaging of the smaller and 
larger cable sizes. (Donovan and P i t k i n  TR 2147) 
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DATA ALECs/ 
FCCA ALECs/Time 

Warner* 
BellSouth 

I 
Size i 
4200 

Total  
cost 

$45.14 $10.90 -'- 

Mater i a1 Placement 
cost I Loading 

2700 

2400 

2100 

1800 

24 -84 12.42 6.344596 78.80 15.76% 

18.54 10.80 6.344596 68.52 15.76% 

16.72 9.59 6.344596 60.84 15.76% 

14 -47 7.83 6.344596 49.68 15.76% 

Materia 
1 

Cost as % of 
Total 

Total I 

1500 

1200 

~ .. ~~ 

si19.91 I 15.76% 

~ ~~~~ 

11.50 6 -41 6.344596 40.67 15.76% 

6.344596 31.66 15.76% 8.75 4.99 

3600 I 36.81 I 16.20 I 6.344596 I 1 0 2 . 7 8 1 5 . 7 6 %  

600 6.55 

400 5.07 

300 4.27 

200 3.87 

100 2.79 

50 2.42 

25 2.23 

~ 

3000 I 32.03 1 13.50 I 6.344596 I 85.65 I 15.76% 

~ 

2.53 6.344596 16.05 15.76% 

1.72 6.344596 10.91 15.765; 

1.38 6.344596 8.76 15.76% 

0.98 6.344596 6.22 15.76% 

6.344596 3.87 15.76% 0-61 

6.344596 2.47 15.76% 0.39 

0.31 6.34436 1.97 15.76% 

~~ 

8 . 1 8  I 3.81 I 6.344596 I 24.17 I 15.76% 

Source: EXH 93, p .  60 (DDC-2); 1PlntOSP.xls; EXH 125, JCD/BFP-10, p .  2. 
* Total costs (material plus installation) represent values adopted in 
Order  No. PSC-99-0068-FOF-TP. For t h e  cable sizes not  addressed in that 
O r d e r ,  values were developed based on an averaging of the smaller and 
larger cable sizes. (Donovan and Pitkin TR 2147) 
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Table 7(i)-7: Copper 

DATA ALECs/ 
FCCA ALECs/Time Warner* 

Total 
S i z e  cost 

C 

4200 $53 I39 

3600 43 -21 

3000 37.45 

2700 28-59 

2400 20.86 

2100 18.53 

1800 15.83 

1500 12 * 10 

1200 8.80 

900 8.24 

600 6.21 

400 5.42 

300 4.61 

200 4.07 

100 2.85 

50 2.44 

25 2.22 

Source: EXH 93, p .  60 (DDC-2); EXH 

Cable 26 Gauge Buried 

Be 11 South 

Material 
M a  t e r i  a1 Placement Total as % of 
cost Loading cost Total 

I- 

$17.64 6.848910 $120.81 14.60% 

15.12 ' 6.840910 103.56 14.60% 

12.69 6.848910 86.91 14.60% 

11.42 6.848910 78.21 14.60% 

10.21 6.848910 69.93 14.60% 

8.94 6.848910 61.23 14.60% 

7.28 6.848910 49.86' 14.60% 

6.12 6.848910 41.92 14.60% 

4.77 6.848910 32.67 14.60% 

3.68 6.848910 . 25.20 14.60% 

2.54 6.848910 17.40 14.60% 

1.74 6.848910 11.92 14.60% 

1.28 6.848910 8.72 14.60% 

0.87 6.848910 5.96 14.60% 

0.51 6.848910 3.49 14.60% 

0.31 6.848910 2 I12 14.60% 

0.18 6.848910 1.23 14.60% 

125, JCD/BFP-10, p .  2 .  
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Table 7 ( i ) - 8 :  Copper 

DATA ALECs/ 
FCCA ALECs/Time 

Warner* 

Total 
S i z e  cost 

4200 $ 4 5 , 1 . 4  

3600 36.81 

3000 32.03 

2700 24.84 

2400 18.54 

2100 16.72 

1800 14 -47 

1500 11.50 

1200 8.75 

900 8 . 1 8  

600 6.55 

400 5.07 

300 4.27 

200 3.07 

100 2.79 

50 2.42 

25 2.23 

-. 

Material 
as % of 
Total 

Cable 26 Gauge Riser/Intrabuilding 

BellSouth 

Material Placement Tot a1 
cost Loading cost 

$23.10 7 53-1;, $173.50 

20 -38 7.5110 153 I 07 

16 .98  7.5110 127.54 

15.94 7.5110 119.73 

13 .78  7.5110 103.50 

9 . 5 9  7.5110 72 - 0 3  

10 * 19 7 I 5110 7 6 . 5 4  

6 . 4 1  -/ -5110 48.15 

4.99 7.5110 37.48 

3.81 7 .5110  20.62 

3.54 7 .5110  26.59 

1.72 7 .5110  12.92 

1.38 7.5110 10.31 

0.98 7.5110 7.36 

0.61 7.5110 4.58 

0 .39  7 -  5110 2 . 9 3  

2.33 0.31 7.5110 

~ ~~~ 

-1 

-- 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

13.31% 

~~ . 

13.31% 

13.31% 
~. 

13.31% 

13.31% 

Source: EXB 93, p .  61 (DDC-2); 1PlntOSP.xls; EXH 125, JCD/BFP-lO, p .  2. 
* Total costs (material plus installation) represent values adopted i n  
Order N o .  PSC-99-0068-FOF-TP. Fox the cable sizes not  addressed in that 
Order, values were developed based on an averaging of t h e  smaller and 
larger cable sizes. (Donovan and P i t k i n  TR 2147) 
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Table 7 ( i ) - 9 :  

DATA ALECS/FCCA ALECS/ 
Time Warner* 

Total 
S i z e  cost 

4200 $61.69 

3t;OO 50.61 

3000 43.65 

2700 37.37 

2400 31.51 

2100 27.68 

1800 23.80 

1500 18.80 

1200 14.21 

900 12.39 

600 8.95 

400 8.51 

300 7.10 

.200 5.47 

100 4.03 

5 0  3.51 

25 3 -23 

Source: EXH 93, p .  63 (DDC-2); 

Copper Cable 2 4  Gauge Underground 

Be 1 1 South 

Material 
Material Placement Total as % of 

cost Loading cost Total 

$22.26 4.440378 $98.84 22.52% 

19.08 4.440378 ' 84.72 22.52% 

15.90 4 -440378 70.60 22.52% 

14.31 4 -440378 63.54 22.52% 

12 -75 4.440378 56.61 22.52% 

11.16 4 -440378 49.55 22.52% 

9.79 4.440378 43.47 22.52% 

8.00 4.440378 35.52 22.52% 

6.45 4.440378 28.64 22.52% 

4.82 4.440378 21.40 I 22.52% 

3.33 4.440378 14.79 22.52% 

2.12 4.440378 9.41 22.52% 

1.59 4.440378 ?.06 22.52% 

1-06 4.440378 4.71 22.52% 

0.53 4.440378 2.35 22.525; 

0.27  4 -440378 1.20 22.52% 

0.13 4.440378 0.58 22.525; 

1. 

1PlntOSP.xls; EXH 125, JCD/BFP-10, p .  1. 
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DATA ALECS/FCCA ALECS/ 
Time Warner* 

Total 
cost 

Table 7 ( i ) - l O :  Copper Cable 24 Gauge Aerial 
I 

Bel 1 South 

Material Placement T o t a l  
Loading cost cost 

$ 4 5 . 1 4  

3 6 . 8 1  

Material 
as % of 

T o t a l  

$ 2 3 . 9 4  6.700563 $160.41 

2 0 . 5 2  6.700563 I 137.50 
- 

Size 

2 0 . 4 7  1 1 . 9 7  

17.68 10- 66 

4 2 0 0  

6.700563 80 - 21 
6.700563 71.43 

1 4 . 9 2 %  

1 0 . 8 9  

9 . 7 9  

7 . 6 3  

5 . 7 8  

4 . 8 0  

4.23 

2 . 9 7  

2 . 5 1  

2 . 2 8  

- 

6.58 6.700563 44.09 

4.84 6.700563 32.43 

3.38 6.700563 22.65 

2 -26 6.700563 15.14 

6.700563 11.26 1.68 

1.25 6 -700563 8 - 3 8  

0 . 7 4  6.700563 4 . 9 6  

0 . 5 7  6.700563 3.82 

0.32 6.700563 2.14 

3600 14.92% 
~~ 

32.03 I 17.10 I 6.700563- 1 1 4 . 5 8  3000 1 4 . 9 2 %  

27.25 1 15.39 1- 6.700563 I 103.12 2700 1 4 . 9 2 %  

22.82 1 13.68 I 6.7005631 91.66 2400 1 4 . 9 2 %  

2100 1 4 . 9 2 %  

1 4 . 9 2 %  1800 

1500 14.17 1 8.60 I 6.700563 1 57.62 1 4 . 9 2 %  

1 2 0 0  14.92% 

14.92% 9 0 0 ;  

600 14.92% 

4 0 0  14 - 92% 

300 1 4 . 9 2 %  

200 1 4 . 3 2 %  

100 14.92% 

50 14.92% 

14.92% 25 

Source: EXH 9 3 ,  p. 62 (DDC-2); 1PlntOSP.xls; EXH 125, JCD/BFP-10, p .  1. 
* Total costs (material plus installation) r ep resen t  values adopted in 
Order No. PSC-99-0068-FOF-TP. F o r  t h e  cable s i z e s  not addressed i n  that 
O r d e r ,  values were developed based on an averaging of t h e  smaller and 
larger  cable sizes. (Donovan and Pitkin TR 2147) 

- 242 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

S i z e  

4200 

3600 

3000 

2700 

2400 

2100 

1800 

1500 

- 

1200 

900 

600 

400 

300 

200 

100 

50 

25 

Source: 

Table 7(i)-ll: Copper Cable 24 Gauge Buried 

DATA ALECS / FCCA ALECS / 
Time Warner* Bel 1 South 

Materia 1 
Total Material P 1 acement Total as % of 
cost cost Loading cost Tota l  

$53.39 $23.52 6.848910 $161.09 14.60% 

43.21 20.16 6.848910 ' 138.07 ' 14.60% 

37.45 16.80 6.848920 115.06 14.60% 

31.58 15.12 6.848910 103.56 14.60% 

26.18 13 -44 6 -848910 92.05 14.60% 

6.848910 80.47 14.60% 23.18 11.75 

19.83 10.04 6.848910 68.76 14.60% 

15.43 8.44 6.848910 57.80 14.60% 

46.16 14.60% 

10 ~ 24 5.04 6.848910 34.52 14.60% 

14.60% 7.55 3.42 6.848910 23.42 

16.23 14.60% 6 . 3 0  2.37 6.848910 

5.27 1.91 6.848910 13.08 , 14.60% 

4.51 1.24 6.848910 8.49 . 14.60% 

3.07 0.67 6.848910 4.59 14 I 60% 

2.55 0.38 6.848910 2.60 14.60% 

6.848910 1.58 14.60% 2.27 0.23 

11.46 6.74 6.84891: 

EXH 93, p .  62 (DDC-2); 1PlntOSP.xls; EXX 125, JCD/BFP-lO, p .  1. 
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DATA ALECs/FCCA ALECS/ 
Time Warner* 

Total 
cost 

$45 I 14 

Size 

Be 11 South 

Material 
Material Placement Total as % of 

cost  Loading cost Total 
A .  

$23.10 7.5110 $173.50 13.31% 4200 

3000 

2700 

32.03 16.98 7.5110 127 - 54 13.31% 

27.25 15.94 7.5110 119.73 13.31% 

2100 

1800 

2400 I 22.82 1 13.78 I 7.5110 1 1 0 3 . ~ ~ 1 1 3 1 3 1 %  

20.47 9.59 7.5110 72.03 13.31% 

17.68 10.19 7 -5110 76-54 13.31% 

1200 

900 

1500 I 14.17 I 6.41 I 7.5110 1 4 8 - 1 3  13.31% 

10.89 4.99 7.5110 37.48 13.31% 

9.79 3.81 7 -5110 28.62 15.31% 

600 

400 

300 

200 

100 

50 

25 

7.63 3.64 7 -5110 27.34 13.315; 

5.78 1.72 7.5110 12.92 13.31% 

I 4.80 1.38 7.5110 10.37 13.31% 

4.23 0.98 7.5110 7.36 13.31% 

2.97 0.61 7.5110 4 . 5 8  13.31% 

2.51 0.39 7 -5110 2.93 13.31% 

2.28 0.31 7.5110 2.33 13.31% 
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Staff believes that BellSouth’s use of linear loading factors, 
while easy for BellSouth to apply, can generate questionable 
results, especially in light of deaveraged rates. F o r  example, as 
shown in Table 7(i)-7 for 26 gauge buried copper cable, actual 
material cost as a percentage of total cost stays constant at about 
14.6 percent no matter whether the cable is 12 pair  or 4200 pair. 
This means that the t o t a l  cost of this cable is always about seven 
times the actual material cost; thus, no economies of scale .for 
exempt material, engineering, or labor, for example, ever occur. 
It seems very unlikely to staff that there are no economies 
generated as cable sizes grow larger. 

BellSouth claims that whatever distortions may be present from 
a ’ s i z e  of cable placed” are minimal in the BSTLM since it places 
very few large size cables. (EXH 61, p. 217) However, staff agrees 
with AT&T and WorldCom and Sprint witnesses that, when deaveraging 
rates, inputs should be geographic-specific to avoid distortions in 
the.costs of high density and low density areas. Unfortunately, 
staff finds itself in a quandary since geographic-specific 
engineering and placement information that would allow staff to 
populate the BSTLM is not in evidence in this proceeding. Staff I s  
reminded that Sprint  testified that it had gathered this type of 
information to develop inputs on a per sheath basis. The f ac t  of 
the matter is that BellSouth simply chose not to use the BSTLM 
capability to explicitly model placement costs  because it believed 
t h e  in-plant loading factor gives a representative cost based on 
the size of the cables being placed. (EXH 81, p. 114) 

The FCCA ALECs believe that the Commission should reject 
BellSouth‘s proposed material and placement input values, and adopt 
the input values from Docket No. 980696-TP, Order No. PSC-99-0068- 
FOF-TP (US proceeding) for use in the BellSouth cost model. (FCCA 
BR p. 4 7 )  Regarding the inputs ordered in Docket No. 980696-TP 
BellSouth stated: 

Bellsouth did not use or modify f o r  use any of the inputs 
ordered in Order No. PSC-99-0068-FOF-TP in this filing. 
Those inputs w e r e  ordered in the context of establishing 
a permanent universal service support mechanism and were 
specifically ordered to be used in t h e  Benchmark Cost 
Proxy Model 3.1 (BCPM 3.1). Docket No. 990649-TP is not 
addressing universal service, but rather deals with 
establishing unbundled network element (UNE) costs. 

- 245 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

BellSouth developed inputs and models expressly for that 
purpose.  (EXH 61, p. 813) 

staff  agrees with BellSouth that the inputs ordered in PSC-99- 
OO68-FOF-TP w e r e  for a different purpose and are not appropriate in 
this instance- This docket (Docket No. 990649-TP) is to determine 
generic prices for UNEs provided by BellSou-ch; the US proceeding 
was opened in response to a legislative mandate. As this 
Cfimmisslon s ta te6  LE i t s  order in the universal service docket, 
“[w]e note t h a t  this proceeding is not to determine the actual cost 
faced by any of these LECs, but is rather to estimate the forward- 
looking cost of an efficient provider  building a scorched node 
network all at once, a l l  at the same time.” (Order No. PSC-99-0068- 
FOF-TP, p. 129) Furthermore, the data provided in t he  Universal 
Service docket is more than two years old and t h e  cable material 
and placement inputs adopted represented those from Sprint not 
BellSouth. As noted by BellSouth‘s witness Caldwell, the FCC’s 
Third Report and Order states: 

. . . t he  benchmark of forward-looking cost and existing 
network design most closely represents the incremental 
c o s t s  incumbents actually expect to incur in making 
network elements for new entrants. (11 6 8 5 )  (TR 1224) 

Conclusion 

I n  summary, staff does not believe kT&T and WorldCom’s 
recommended material inputs from the universal service proceeding 
in Docket 980696-TP are appropriate f o r  this instant proceeding; 
inputs adopted for use in determining UNE prices should be 
BellSouth specific. Because no other par ty  provided testimony 
specific t o  t h e  material prices for copper and fiber cables, staff 
recommends that the appropriate assumptions and inputs for the 
material prices for copper and fiber cables are those identified by 
BellSouth. Additionally, staff recommends that BellSouth’s 
placement cos ts  be modified as recommended by staff‘s 
recommendation in Issue 7 ( s )  . 
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(j) copper cable (material and placement costs) ; 

RECOMMENDATION: See staff’s recommendation in Icsue 7 (1) . 

POSITION OF PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in t h e  development of forward-looking recurring costs are 
those set forth in the c o s t  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth’s 
witnesses. 

DATA ALECS: A d o p t  FZCA position on items (e) to (1). 

FCCA = E r a :  The  Commission should re] ect the material inf latiog 
factor BellSouth proposes, and adopt its material inputs from the 
USF proceeding for use in t h e  BellSouth cost  model. 

SPRINT: 7 (i) & ( j )  ”cable (fiber and copper) placement costs” should 
be developed using forward-looking, geographic-specific costs. 
r,z11South has developed its placement costs using i n p u t s ,  rac tors  
and assumptions which are not realistic, forward-looking or 
geographic-specific. 

TIME WARNER: Adopts FCCA ALECs‘ position. 

STAFF ANALYSIS: S e e  staff’s analysis in Issue 7(1). 
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ISSUE 7 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cos t  studies? 

(k) drops; 
(1) network interface device 

RECOMMENDATION: At this time, the appropriate assumptions and 
i r i p u i s  for dr-ops and network i rkexface  devices (NIDsj 'are Che 
material prices identified by BellSouth. However, s t a f f  recommends 
that when BellSouth refiles the BellSouth Telecommunications Loop 
Model (BSTLM)' and the BellSouth Cost Calculator (SSCC) within 120 
days of t h e  date of the order in this proceeding, as addressed in 
Issue 7 ( s )  , BellSouth should identify and explain all necessary 
revisions that should be m a d e  to NIDs (both in the BSTLM and in its 
standalone NID study). If revisions are necessary, BellSouth 
should, as appropriate, submit modified versions of the BSTLM and 
the BSCC. If BellSouth believes that no corrections are warranted, 
a detailed explanatlcn reconciling the apparent inconsistencies 
noted in staff's analysis should be provided. (King) 

@ POSITION OF THE PARTIES 

BELLS OUTH : The appropriate assumptions and inputs that should 
be used i n  t h e  development of forward-looking recurring costs are 
those set forth in t h e  cost studies filed by BellScluth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (e )  to (1). 

FCCA ALECS: The Commission should reject t h e  material inflation 
factor BellSouth proposes, and adopt i t s  material inputs from the 
USF proceeding f o r  use in the  BellSouth cost  model. 

SPRINT: Sprint has a position only on the following Issue 7 
items: 7(a )  I (f) , (i) I ( j )  I and ( s )  . 

TIME WARNER: Adopts FCCA ALECs' position. 
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STAFF ANALYSIS: 

staff has combined i t s  analysis on drops and network interface 
devices (NIDs) (including the NID-Cross Connect) because the 
limited testimony on t h e s e  issues was combined5. 

The drop is the cable that extends from the cuetomer's 
premises to the terminal. The terminal is where the drop wires are 
connected to the d i s i T i b u t i o r 1  cable. (PSC-99-~0~8-FOF-TP, p .  -16Gj 
The NID is the device at the customer's premises ( e i the r  business 
or residential) within which the drop w i r e  terminates. ( P s c - 9 9 -  
0068-FOF-TP, p .  163) 

According to BellSouth witness Caldwell, BellSouth used 
BellSouth-specific costs for the material, travel, and installation 
labor associated with the NID and the drop in the BSTLM. She notes 
that these costs are based on material prices for equipment/ 
material and BellSouth's expertise and experience in placing the 
equipment/material. (TR 124-125) BellSouth applies loading factors 
as multipliers on per unit material investments to arrive at a 
total installed ready-for-service cost. (Caldwell TR 1267; EXH 61 
P .  895) In-plant loadings are account-specific fac tors  that add 
engineering and installation labor and miscellaneous equipment to 
the inflation-adjusted material price and/or vendor installed price 
(EF&I). In other words, in the BSCC in-plant factors convert a 
material price to an installed investment. (Caldwell TR 1157-1169) 
 he in-plant loadings are specifically addressed in Issue 7 : s ) .  

The NID components consist of a 2-pair NID housing, a 6-pair 
NID housing, and per  pair NID interface and protector. The cost 
for each component is shown in Table 7k-1. 

Other than the limited testimony of BellSouth, staff could not locate any 
specific testimony presented by o t h e r  parties on NIDs and drops. 
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ITEM BellSouth's Cost 

NID-2 pair housing $14.52 

NID-6 pair housing $18.06 
L - -  . -  

NID-Interface & Protector $7.83 
A 

T a b l e  - 7k-I 
BELLSOUTH'S MATERIAL PRICES FOR N I D  COMPONENTS6 

T a b l e  - 7k-2 
BELLSOUTH'S MATERIAL PRICES FOR DROPS 

Drop Type P r i c e  (per foot) 

2 -pa i r  aerial $0.0679 

6 -pair aerial $0.1111 
: 

BellSouth's drop material prices are s h o w n  i n  Table 7k-2. 
The material prices reflect 11/99 average catalog prices for the 
drop w i r e  material used during a 12-month period (1/99 to 12/99) as 
reported by Supply Chain Management. (EXH 61, p. 190) 

12-pair buried 1$0.0691 I 
I 5-pair burieii I $ 0 . 1 5 1 1  

(Source: ZXH 61, p. 19C) 

In its list of cost study revisions, filed on August 7, 2000, 
BellSouth indicated that the material costs  for both t h e  2-wire and 
6-wire NIDs had increased. (EXH 72, p. 15) The material cost f o r  
the 2-wire  N I D  housing increased from $4.84 to $14.52. The 
material cost f o r  t h e  6-wire NID housing increased from $8.38 to 
$18.06. According to BellSouth the additional $9.68 added to both 
the 2-pair and 6-pair N I D  housing cos t  represents exempt material 
for both the NID and drop not previously included in the  BSTLM. 
T h e  $9.68 includes $2.99 of exempt material for a N I D  (screws, 

6BellSouth's material prices are included in Exhibit DDC-2, which is 
proprietary. However, BellSouth f i l e d  nonproprietary responses to staff 
discovery which included material prices for NID components and drops. (EXH 61, 
p. 152 and 190) The material prices for the NID-Cross Connect were not provided 
in any nonproprietary filing; therefore, they will not  be provided in a table in 
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ground wire, connector, clamp cable, and tag wire), plus $6 .69  of 
weighted aerial/buried drop wire exempt material (clamps, hooks, 
screws, clips, connector, etc.). (EXH 61, pp. 152-153) 

In discovery, BellSouth was asked h o w  the use of BellSouth- 
specific costs for NIDs and drops complies with t h e  least cos t ,  
forward looking, most efficient technology requirements of TELRIC, 
versus ''embedded" costs. BellSouth responded that the BellSouth- 
specific costs for- drops and -NIDs are- develuped based on sever-a'l 
least cost, forward-looking factors. Specifically they note: 

e Drop/NID material based on 1999 contract prices 

e Projected w o r k  times for buried work forces based 
inflated to a 2000 to 2002 time period 

on target level 
Projected work times for aerial work forces based 
on actual data 
Drop lengths based on BSTLM calculations for each 
cus t omer a 

Drop/NID placements based on specific customer 
locations and characteristics 
M i x  of aerial/buried plant  based on actual w i r e  
center data .  (EXH 61, p . 9 6 0 )  

The FCCA ALECs believe that the Commission should reject the 
material inflation factor proposed by BellSouth, and adopt its 
material i n p u t s  from Docket No. 980696-TP, Order No. PSC-99-0068- 
FOF-TP (US proceeding) for use in t he  BellSouth cost model. (FCCA 
BR p .  47) Regarding the inputs ordered in Docket No. 98696-TP 
BellSouth stated: 

BellSouth did not use of modify f o r  use any of the inputs 
ordered in Order No. PSC-99-0068-FOF-TP in this filing. 
Those inputs w e r e  ordered in the context of establishing 
a permanent universal service support mechanism and were 
specifically ordered t o  be used in the Benchmark Cost 
Proxy Model 3.1 (BCPM 3.1). Docket No. 990649-TF is not 
addressing universal service, but rather deals  with 
establishing unbundled network element (UNE) costs. 
BellSouth developed inputs and models expressly for t h a t  
purpose. (EXH 61, p .  813) 
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CONCLUSION 

S t a f f  agrees with BellSouth that the inputs ordered in PSC-99- 
0068-FOF-TP w e r e  f o r  a specific purpose and are not appropriate in 
this instance. This docket (Docket No. 990649-TP) is to determine 
generic prices for UNEs provided by BellSouth; the US proceeding 
was opened in response to a legislative mandate. As this 
Commission stated in its order in the universal service docket, 
l8 [wfe n a t e  that this- proceeding is -not to dekxnime the actuzl cos t  
faced by any of these LECs, but is rather to estimate the forward- 
looking cost of an efficient provider building a scorched node 
network all at once, all at the same time.” (Order No. PSC-99-0068- 
FOF-TP, page 129) Furthermore, the data provided in the Universal 
Service docket is more than 2 years old and in many cases the 
results w e r e  not company-specific. Finally, staff notes that the 
recommended inputs for N I D s  and drops in t he  US proceeding were for 
the total cost of the item (Le., engineered, furnished, and 
installed), not just the material cos ts .  (PSC-99-0068-FOF-TP, pp. 
163 and 166) Therefore, staff does not believe t h e  material inputs 
from Docket 980696-TP are appropriate in this instance. 

staff believes there are inconsistencies in BellSouth’s 
material costs for the 2-line and 6-line N I D  housing. As addressed 
in issue 7 ( s ) ,  it is staff‘s understanding t h a t  a component of the 
in-plant factors applied to investments is designed to recover the 
cost of exempt m a t e r i a l s .  However, in the BSTLM the revised inputs 
f o r  the NID housing (both 2-line and 6-line) include a $9.68 
adjustment for  exempt materials. Staff believes that because these 
inputs presumably would also be multiplied by the in-plant loadings 
which are meant to recover the costs of exempt material, BellSouth 
may be double counting exempt materials added to the NID 
investment, which is included in t h e  various loop rates. 
Furthermore, a review of BellSouth’s work papers for t he  standalone 
NIDs (Elements A.2.44 and A.2.45) shows that the input values used 
f o r  the N I D  housing (2-line and 6-line) do not include any costs 
for exempt materials. (EXH 95, Fl.nid.xls, pp. 9-10} Moreover, 
these work papers do not reflect the application *of t h e  in-plant 
factors which w e r e  designed to capture exempt materials; therefore, 
it does not appear that BellSouth has captured any exempt material 
costs in its standalone N I D  rate. 

Given these inconsistencies, staff is fairly certain that an 
adjustment must be made; however, from the record we are unclear 
what correction ( s )  should be made. Therefore, s t a f f  recommends 
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that at t h i s  time the appropriate assumptions and inputs f o r  drops 
and NIDs are the material prices identified by BellSouth. However, 
staff recommends that when BellSouth refiles the BSTLM and t h e  BSCC 
within 120 days of t h e  date of the order in this proceeding, as 
addressed in Issue 7 ( s ) ,  BellSouth should identify and explain a l l  
necessary revisions that should be made to NIDs (both in the BSTLM 
and in its standalone N I D  study). If revisions are necessary, 
BellSouth should, as appropriate, submit modified versions of the 
z:;t.TLM -arid the BSCC. It BellSouth b d i e v e s  t n a t  m correcticns are  
warranted, a detailed explanation reconciling the apparent 
inconsistencies noted in staff's analysis should be provided. 
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ISSUE 7: What are t h e  appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(1) network interface devices; 

RECOMMENDATION: See s t a f f .  s recommendation in Issue 7 (k) . (King) 
- POSJTIQN OF THE PARTIES 

BELLSOUTH : The appropriate assumptions and inputs that should 
be used in the  development of forward-looking 
recurring costs are those set f o r t h  i n  the cost  
s tud ie s  filed by BellSouth on August 16, 2000, and 
as supported by t h e  testimony of BellSouth’s 
witnesses. 

DATA ALECS: Adopt FCCA position on items (e) to (I). 

FCCA ALECS: The Commission should reject the material inflation 
factor BellSouth proposes, and adapt its material 
inputs from the  USF proceeding for use in the 
BellSouth cost model. 

SPRINT: Sprint has a position only on the following Issue 7 
items: 7 i a ) ,  (f) (1) I ( j ) ,  and t s ) .  

TIME WARNER: Adopts FCCA ALECs’ position. 

STAFF ANALYSIS: S e e  staff’s analysis in Issue 7 ( k ) .  
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(m) digital loop carrier costs; 

RECOMMENDATION: BellSouth's use of DSOs for allocation of Digital 
LOOP Carrier (DLC) should be accepted. The methodology used to 
deveiop ar, averzge vendor cost per DLC site should also be 
accepted. Notwithstanding, no decision should be reached on whether 
the vendor prices themselves are reasonable. (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs  are 
those set forth in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

0 DATA AL-ECS: DLC cos ts  assigned to digital/ISDN loops siiould not be 
disproportionate as compared to t he  amount of DLC assigned to voice 
grade loops.  Rather, forward-looking DLC systems and associated 
electronics are designed so that any reasonable increment of 
ISDN/IDSL services will not cause any incremental cost. 

FCCA ALECS: The Commission should reject BellSouth's "melded cos t "  
DLC placement approach and adopt t he  approach of always placing 
equipment from a s ingle ,  l ea s t  cost, most efficient DLC vendor at 
each DLC site. 

SPRINT: Sprint has a position only on t h e  following Issue 7 items: 
U a ) ,  (f), (i) W a n d  (4 .  

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Digital loop carrier is used in network 
infrastructure where loops exceed a certain distance. (TR 247) F o r  
purposes of its cost study, BellSouth used a distance of 12,000 
feet from the central office as the breakpoint for provisioning of 
fiber. (TR 247) 
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Two points are at issue, as noted in the parties’ positions, 
First, the Data ALECs argue that DLC costs assigned to digital/ISDN 
loops should not be disproportionate as compared to the amount of 
DLC assigned to voice grade loops: They assert that forward- 
looking DLC systems and associated electronics are designed so that 
any reasonable increment of ISDN/IDSL services will not  cause any 
incremental cost. (Data ALECs BR p .  35) Second, the FCCA ALECs 
argue t h a t  BellSouth’s “melded cost” DLC placement approach should 
be rejected. Instead, they contend t h a t  equipment placements in t h e  
model should always be from a single, least cost ,  most efficient 
DLC vendor at each DLC site. (FCCA ALECs BR p .  48) 

The discussion will first center on a description of 
BellSouth‘s costing methodology before each point is addressed. 

BELLSOUTH’S METHODOLOGY 

BellSouth witness Varner explains that the Digits1 Loop 
Carrier calculator is incorporated into BellSouth’s n e w  loop model. 
(TR 99) He notes that, in the past, it was a separate calculator. 
(TR 98-99) He asserts t h a t  investment (material plus engineering 
and installation) f o r  feeder, distribution, and digital loop 
carrier significantly impact the loop cost results produced by the 
BSTLM. (TR 107) 

The loop model design determines the amount of each 
facility required, Le., t h e  BSTLM determines t he  length 
of t h e  loops based on customer location and network 
design. Obviously, loop length is a major cost driver. 
(Varner TR 107) 

BellSouth witness Milner adds that 

[tlhe network infrastructure design in the loop cost 
methodology starts with two basic assumptions. First, 
loops up to 12,000 feet from the central office are 
designed using copper. Second, loops longer than 12,000 
feet  are provided service using fiber feeder facilities 
and Next Generation Digital Loop Carrier (NGDLC). . . . 
[TELRIC] cost study methodology requires t h e  use of t h e  
most economic architecture f o r  the service f o r  which 
costs are being developed. (TR 247) 
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Witness Miher continues that BellSouth's 'primary 
consideration in modeling loop costs was for voice grade or 
narrowband services. (TR 247) He notes, however, that in actual 
network design, voice grade services and higher bandwidth services 
such as DS-1 are mixed. He states that, to m e e t  the  demand for all 
services being provided, fiber cable with fiber optic multiplexers 
and NGDLC are used to meet the combined demand. (TR 248) He further 
states that copper is not deployed for feeder in the actual 
network. tTR 248) 

In explaining the different types of digital loop carrier 
equipment, witness Milner states that NGDLC provides "enhanced 
services and cost-reducing features that are not available on the 
o l d e r  DLC systems." (TR 249) He notes that NGDLC a lso  supports a 
larger capacity of lines. (TR 249) He asserts that, because of the 
technical advantages of NGDLC, this technology is assumed in the 
loop cos t  methodology. (TR 251) He argues that these advantages 
result in a l o w e r  loop feeder capacity requirement which translates 
into 1o:fier costs. (TR 251) 

DISPROPORTIONATE SHARE OF DLC FOR DSL LOOPS 

Data ALEC witness T e r r y  Murray argues t ha t  ALECs who purchase 
an unbundled loop are merely buying facilities; it is up to them 
what they place on it. (TR 2503)  She contends that "[rlegardless of 
what service the competitor places on the  loop, the loop facility 
is the same." (TR 2503) She asserts that the distinctions made by 
BellSouth among loop types are irrelevant, because competitors will 
choose what services to provide over a loop. (TR 2582) She notes 
that ISDN and IDSL service can be provided over the same loops. (TR 
2503) For purposes of discussion, she refers to loops as ISDN- 
capable, although DSLl may be provided over such a loop as well. .(TR 
2503) Thus, throughout this issue, either term may be used. 

Witness Murray contends that BellSouth has "incorrectly 
assumed that ISDN-capable loops are responsible for a 
disproportionate amount of DLC investment." (TR 2508) She explains 
that BellSouth's cost study calculates DLC common equipment 
investment for a given service based on DSO equivalents, and has 
assumed that one ISDN-capable loop is equivalent to 3 DSOs. (TR 
2508) She further notes that BellSouth's ISDN costs reflect current 
retail customers and locations, such that costs are widely skewed. 
(TR 2508-2509)  
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Witness Murray states that she has been unable to determine 
the percentage of fiber loops assumed in BellSouth's cost study. 
(TR 2510) While the numbers used are confidential, witness Murray 
indicates that a ludicrous amount of additional circuit investment 
is assumed by BellSouth for ISDN-capable loops. (TR 2511) 

Witness Murray argues that carriers are not functionally 
precluded from deploying DSL over loops served by DLC systems. (TR 
2 6 3 3 )  She submits as evidence an article describiag S X ' s  broadbane 
initiative which she states shows that a number of carriers have 
begun to test and deploy DLC systems t h a t  can be used to carry XDSL 
services. (TR 2634; EXH 141, TLM-3) She admits that there are 
certain legacy DLC systems that are not compatible with some forms 
of DSL services. (TR 2633-2634) However, as noted in the discussion 
of the cos t  study methodology above, BellSouth's witness Milner 
states that N e x t  Generation DLC is assumed in the model. (TR 2 4 7 )  

Witness Riolo explains that loop plant is designed so that the 
maximum cooper loop facility would be 18,000 feet, although in 
practice the 'economic crossover point between t h e  use of copper 
feeder versus fiber feeder and [DLC] systems is generally a loop 
length substantially below 18,000 feet." (TR 2670) Indeed, as 
discussed by BellSouth witness Milner, BellSouth assumed a 
crossover point of 12,000 feet for purposes of its study. That is, 
loops up to 12,000 feet from t he  central office are assumed to be 
all copper, and those over 12,000 feet include DLC. (TR 247) 

Witness Riolo argues that the same systems are used, whether 
a carrier is providing voice or ISDN/IDSL service. (TR 2670) He 
asserts t h a t  t he  only difference in a fiber-fed arrangement f o r  a 
longer loop is that 'XDSL capability requires a current 
technology/upgraded DLC remote terminal and requires the use of a 
different ' channel unit or plug- in card from the voice-only 
channel units assumed in the incumbents' recurring cos t  studies for 
unbundled analog loops." (TR 2670-2671; TR 2712) He explains that 
DSL services may be deployed on loops that are  copper from the 
"customer's premises to a mid-point equipment location, known as a 
remote terminal ( " R T " ) ,  where signals are combined and transmitted 
O v e r  fiber optics from the RT to the central office." (TR 2668) 
Witness Riolo further explains that 'ISDN does not use a f a t t e r  
light pulse than POTS service, and therefore, does not require 
bigger (or m o r e )  fiber cable, take up m o r e  conduit space, etc." (TR 
2712) 
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Witness R i d 0  agrees with witness Murray that "recurring 
charges for ISDN/ISDL loops should be set at t h e  recurring charge 
for basic loops, plus an increment to account for the higher cost 
of an ISDN card at the RT as compared to a POTS card, weighted by 
the percentage of fiber feeder in the forward-looking network.'' (TR 
2714) 

BellSouth witness Stegeman argues that "The DSO approach to 
apportioning Fiber and porticns of the DLC is reasonable and ncl 
more 'arbitrary' than t h e  use of service counts or copper pair 
counts." (TR 1499) He explains t ha t ,  in developing its model, what 
BellSouth considered was 

. . . the electronics on the end, which are the DLC 
systems. The DLC systems are driven by DSOs. And the 
sizing of the DLC systems are dr iven  by DSOs. And as you 
increase the number of DLC systems in your network, you 
increase the number of rings, which leads to an increase 
in the number of fibers. So, in effect, the DSOs that you 
have sitting out there do have an impact on the fibers 
that are placed. (TR 1549) 

BellSouth witness Latham argues t h a t  "electronic equipment 
such as a DLC used to provide SLl and SL2 service will not pass the 
higher frequency xDSL signals." (TR 1851) He contends that witness 
Murray ignores the differences between SL1/STJ2 loops and DSL- 
capable loops. (TR 1852) 

Analysis 

The heart of this issue is whether there is a difference in 
cost for loop facilities used to provide voice and loop facilities 
used to provide DSL services as a result of the presence of DLC in 
those loop facilities. 

The manner in which BellSouth models costs associated with DLC 
have an impact on providers of DSL services .  While t o  some extent, 
the discussion here may overlap the discussions i n  issues 3(a)  and 
7 (a), only one aspect will be discussed here. That is the  amount of 
DLC costs that should be allocated to DSL-capable loops. 

BellSouth argues in its brief t h a t ,  " [w] hile the Data LECs may 
be reluctant to admit it, there are very real differences between 
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an SL-1 loop and an xDSL loop." In fact, witness Murray made a very 
clear distinction that she was not talking about provisioning of 
the services, but that she was talking about pricing. She states 
that "pricing does not equal provisioning." (TR 2642) 

The ALECs argue that BellSouth has assumed a greater amount of 
DLC fiber is needed to carry DSL services than to carry voice. 
Witness Riolo contends that the only incremental cost associated 
w i t h  DLC f o r  DSL would be the cmt cf a different line card, which . 
might be m o r e  expensive than t h a t  used for voice. Otherwise, the 
costs associated with the DLC facilities should be the same for a 
certain length of loop, whether it is used for voice or DSL. This 
assumes that the remote terminal is a modern one that is capable of 
accepting such a line card; otherwise, DSL service could not be 
provided. 

BellSouth witness Stegeman describes the use of DSO 
equivalents. It is the electronics that drive the number of DSOs as 
stated by BellSouth, not the pulse of light over the fiber, as 
witness Riolo would have one believe. In any system, the limiting 
factor will be the l ea s t  capacity item. In this case, for example, 
t he  capacity of the RT to hold the cards or electronics will limit 
what can flow over the fiber. The DSO approach used by BellSouth 
reflects this limitation. Accordingly, it appears to be a 
reasonable methodology for allocating DLC. 

It appears that other carriers are upgrading their networks to 
fiber to obtain efficiencies, not only in the transmission of voice 
services, but a l s o  to provision broadband services. The exhibit 
provided by witness Murray, which describes SBC's efforts in this 
regard, states that "[tlhe deployment of fiber and next-generation 
remote terminals will enable SBC to overcome loop-length and line 
condition limitations in its network." (EXH 141, TLM-3) According 
to the article, one immediate advantage is the broader availability 
of ADSL. (EXH 141, TLM-3) 

While the article does not describe BellSouth's network, it is 
indicative of the fact that DSL can be provided over DLC with the 
use of a next generation remote terminal. This appears to agree 
with the testimony of witness R i o l o .  It appears t he  testimony of 
BellSouth witness Milner supports this conclusion as well. 
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MELDED COSTS 

BellSouth witness Caldwell states that each DLC site in the 
model has costs that are a blend of two different vendor prices. 
(TR 1303) She explains that a weighting of 6 0 / 4 0  is used, such 
that, at a given site, 60 percent of the cost is associated with 
VEndor A ,  while 40 percent of the cost is associated with Vendor B. 
(TR 1303) 

Witness Caldwell asserts that the melded-cost methodology is 
a modeling convention that takes into account that more than one 
vendor is used to provide DLC equipment. (TR 1304) She contends 
that this methodology does not mix vendors at a given site. (TR 
1303) However, she argues that the methodology used by AT&T 
witnesses Pitkin and Donovan does mix vendors on a DLC ring. (TR 
1304-1305) In contrast, BellSouth witness James Stegeman states 
that the melded approach 'does not reflect the reality that a 
single vendor is typically used at each location." (TR 1498) 

AT&T witnesses Donovan and Pitkin note that Vendor A equipment 
is more expensive than Vendor B equipment, based on their 
calculation of the total investment required for different s i z e  
facilities. (TR 2144-2145) They surmise that "BellSouth most likely 

- uses Vendor 'A' for smaller DLC equipment and Vendor 'B' fo r  larger 
DLC equipment." (TR 2145) They argue that the assumed mix of 
vendors used by BellSouth 'always overstates the required DLC 
investment. " (TR 2145) They also agree that, because each vendor's 
equipment is proprietary, a single DLC system cannot use equipment 
from different vendors. (TR 2242) 

Witnesses Donovan and Pitkin s t a t e  that they used an 
assumption of 100% Vendor B equipment in their running of the 
model, because it was the only option available to them. (TR 2145) 
They argue that it produces a lower DLC investment than Vendor A 
equipment. (TR 2145) However, they contend that this Commission 
should require BellSouth to change its model so t ha t  the more 
efficient, i.e., lower cost, DLC equipment is modeled at each site. 
(TR 2145-2146) 

Witness Caldwell agrees that, at any given site, the cost  of 
some sites will be higher and t he  cos t  of some sites would be lower 
as compared to t h e  costs  produced by BellSouth's model. (TR 1305- 
1306; EXH 124,  JCD/BFP-9) However, she argues that what must be 
considered is the DLC ring as a whole. (TR 1306) She explains that 
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. . . you have the CO [central office], and then you have 
at a minimum three nodes on that CO. So you want to look 
at the cost of the entire ring with a l l  the sites,  not 
each individual site. (TR 1306) 

Nevertheless, witness Caldwell does agree that below a certain 
breakpoint, it would always be cheaper to use costs associated with 
Vendor A,  while above that breakpoint it would always be cheaper to 

- u s e  costs associated with Vendor €3. ("It 1307-08) 

Witness Caldwell contends that the vendor meld used by 
BellSouth reflects what BellSouth will deploy in t he  future, not 
what is in use  today. She admits that the assumptions "are 
extremely forward looking as to the cutover for DLC and h o w  much 
DLC [BellSouth will] place ,"  but she argues that it is something 
that is achievable. (TR 1311) 

In explaining what constitutes a fiber ring, witness Caldwell 
explains that '[elach set of electronics put together constitute a 
ring." (TR 1313-1314) She argues that if Vendor A electronics are 
on a set of fiber, and Vendor E electronics are  on a different set 
of fiber, that constitutes two separate rings. (TR 1313) 

BellSouth witness Stegeman argues that the approach used by 
AT&T "may be too simplistic and does not reflect the real 
proportion of vendor equipment installed j.n Florida by BST, nor t h e  
engineering rationale beyond cost. " (TR 1498-1499) He asserts tha t  
other criteria must be considered in placement of DLC, such as 
installation costs, maintenance costs, and efficient deployment 
criteria. (TR 1499) 

Analysis 

As t h e  testimony reflects, BellSouth's witnesses do not seem 
to be in complete agreement with each other as to whether 
BellSouth's methodology represents mixing vendors at the same 
location. However, staff's understanding is t h a t  BellSouth is using 
an average cost per location, based on the weighting of vendors 
that are used to provide DLC equipment. 

AT6cT's contention is that a least cost approach should always 
be used, so t h a t  the cost of the cheapest vendor's equipment is 
used for that location. While not mixing vendors at a single 
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location, it appears that this approach mixes vendors on a given 
DLC ring, as discussed by witness Caldwell. 

The use  of Vendor B costs for all DLC equipment, as suggested 
by AT&T, is certain to produce a lower cost, because it is lower 
cost equipment than Vendor A equipment. Additionally, AT&T suggests 
that it is appropriate to apply the lowest cost possible at a given 
s i t e  on a DLC ring, even though in reality equipment cannot be 
mixed on a ring, &de to its proprietary iiature. S t a f f  believes that 
the modeling of costs should not be based solely upon what is 
cheapest, but should reflect a realistic mix of different vendors 
and equipment. 

The costs used by BellSouth in i t s  model do not reflect what 
is actually in use. BellSouth states that its model uses a very 
forward-looking mix of equipment, but it is not clear from the 
record whether that mix is more  costly or less costly than what is 
in actual use. 

On the o t h e r  hand, the use of the lowest cost DLC equipment 
per site, even if it means actually mixing vendors on a r i n g ,  is 
not realistic. Further, AT&T's suggestion t h a t  the use of all 
Vendor B costs,  t h e  lowest-cost vendor, is not  realistic, either. 
AT&T's own testimony and exhibits show that, for a given site, the 
use of one vendor's equipment is more cost effective than use of 
t h e  other vendor's equipment. 

0 

Although neither methodology reflects the real world, staff 
believes BellSouth's use of average costs is more realistic for 
purposes of the model than AT&T's approach. Nevertheless, it is 
unknown at this time whether the costs  themselves that are used by 
BellSouth are higher than those in actual use ,  and whether higher 
costs would be warranted in a forward-looking network. 

CONCLUSION 

Because t h e  DSO approach used by BellSouth for allocation of 
DLC common equipment reflects the limitations of the system imposed 
by the electronics attached to the fiber, this approach appears 
reasonable. Further, although t h e  assumption of a mix of vendors in 
a DLC system does not reflect real-world conditions, it is a 
reasonable approach to develop a weighted average price. Staff 
makes no recommendation on the ac tua l  numbers used. 
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Therefore, s t a f f  recommends t h a t  BellSouth's use of DSOs for 
allocation of DLC should be accepted. The  methodology used to 
develop an average vendor cost  per DLC site should also be 
accepted. Notwithstanding, no decision should be reached on whether 
the vendor pr ices  themselves are reasonable. 
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(n) terminal costs; 

RECOMMENDATION: T h e  appropriate assumptions and inputs for 
terminal costs are BellSouth's material price and the in-plant 
factor as modified by staff's recommendation in Issue '7(s;. 
(Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v). 

FCCA ALECS: The Commission should reject the material inflation ' 
factor BellSouth proposes, and adopt its material inputs from the 
USF proceeding for use in t h e  BellSouth cost model. 

SPRINT: Sprint has a position only on the following Issue '7 items: 
7 b )  , (f) , (i> , Cj) and ( S I  

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: BellSouth witness Caldwell describes BellSouth's 
approach to terminals: 

Drop terminal costs for line sizes below 100 pairs are 
included as exempt material in the in-plant factors used 
to develop the  installed investments of cable. 
Therefore, terminal costs for these sizes are not 
included. The material prices for larger sized terminals 
were obtained from procurement records and were adjusted 
f o r  inflation. The engineering and labor costs were 
developed from Florida-specific in-plant factors. As 
previously explained, the in-plant factor converts 
material prices to installed investments. (TR 127) 
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BellSouth interpreted "terminals" to refer to drop terminals. 
Sprint apparently assumed a different definition of terminals, as 
seen in Sprint witness C o x ' s  testimony below: 

The terminal cost inputs should recognize the following 
key assumption items: 

Terminal Cost Based on ILEC Specific Data 

Utilize Forward Looking Technology 

Optical Based Transmission Equipment Costs Only 

Capable of Costing O C 3 ,  OC12,  and OC48 Transport 
Rings Individually 

Reflect t h e  Use of LEC's Existing Wire Centers 

e Include the Cost Associated with Survivability 

More specific [sic] the terminal cost should be developed 
by terminal bandwidth ( O C 3 ,  OC12, OC48) and should 
include all of the common components required to make it 
operational. This would include the following 
components; relay racks, shel.ves, line interface, common 
shelf processor, trib shelf processor, receive,kransmit 
access module, tributary transceiver, line s h e l f  power 
supply, common shelf power supply, ring controller, 
synchronizer card, USI-LAN interface, software, cables, 
cover, DS3 switch, transmitters, craft interface 
equipment and software, and common complement of spare 
equipment. In addition to the above common equipment, 
additional line or drop interface equipment will be 
required f o r  t h e  hand off of DSl's, DS3Is, OC3's and 
OC12'S. (TR 3202-3203) 

Witness Caldwell's rebuttal testimony does not address witness 
COX'S assumptions about what the  cost input "terminal" includes. 
Staff believes that although Sprint witness Cox labeled this part 
of his testimony as Issue 7(n), it is appropriate to consider it in 
Issue 7 ( r ) ,  Transport Systems, especially since Sprint does not 
have a position on this issue, 
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SUMMARY 

s ta f f  could f i n d  l i t t l e  testimony on this issue by any of the  
parties. S t a f f  notes t h a t  the issue of loadings and an inflation 
factor is dealt with in Issue 7 ( s ) .  Therefore, s t a f f  recommends 
that t h e  appropriate assumptions and inputs fo r  terminal costs are 
BellSouth’s material price and the  in-plant factor  as modified by 
staff’s recommendation in Issue 7 ( s )  . 
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring ~ J N E  
cost  studies? 

(0) switching costs and associated variables; 

RECOMMENDATION: BellSouth's use of a melded discount for switches, 
which is based on historical discounts for replacement or getting 
startedr switch prices and contract discounts for growth or upgrade 
switches, should be accepted. AT&T's recommended changes should be 
made to the discounts on the CLASS modem card. The capacities of 
the SAS announcement circuit should match those on EXH 114 (JHP-3 
revised) . The revised utilization inputs shown on Table 7 (0) -1 
should be changed in the model. The Centrex Intercom Usage feature 
should be set to zero. The Caller ID and Remote Call Forwarding 
penetration rates to be used in the SST should reflect the average 
number of lines per central office in BellSouth's SCIS/MO inputs. 
(Dowds, Marsh) 

POSITION OF THE PARTIES 

0 BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those s e t  forth in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v) . 

FCCA ALECS: The switching model should be rerun using t he  revised 
inputs and assumptions supplied by Ms. Pitts. 

SPRINT: Sprint has a position only  on the following Issue 7 items: 
7 ( a )  I (f) , (i) (jland (4 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: For the development of switching costs discussed 
in this issue, BellSouth used the Simplified Switching Tool" ( S S T ) ,  
and the switching Cost Information System/Model Office (SCIS/MO). 
At issue are a number of the inputs used in the models to develop 
switching costs upon which UNE prices will be based, as discussed 
below. 
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THE MODELS 

Witness Page explains that SCIS/MO is used to compute 
fundamental switching material prices. (TR 1563) However, he 
continues that the SST is used to develop material prices for 
individual exchange port, feature, and local usage UNEs. (TR 1563) 
H e  notes that, in the current study, the SST replaces the Telcordia 
Switching Cost Information System/Intelligent Network (SCIS/IN) and 
Network CosL A n a l y s i s  Tool ( K A T )  models , w h i . c h  d ~ e  t w o -  pruprietary 
models that were used in previous studies. (TR 1563, 1565) 

Witness Page notes that the SST is comprised of two parts, 
called workbooks: the SST-Usage (SST-U) and the SST-Ports (SST-P) . 
(TR 1566) He explains that the SST-U covers local switching and 
Common Transport, while the SST-P is used to develop exchange por t  
material prices. (TR 1566) 

. Witness  Page asserts that t h e  reason BellSouth developed SST 
was to make it "open and available to inspection by all interested 
parties." (TR 1564) He s t a t e s  that, through use of Microsoft Excel, 
parties can examine the SST templates. He notes that these 
templates do not contain input data; thus, the templates may be 
viewed without a confidentiality agreement. (TR 1564) He argues 
that t h e  SST also allows more flexibility to add or change elements 
in a relatively short  period of time, as compared to other models. 
(TR 1565) Additionally, he contends that t h e  SST is easier to use 
and understand than previous models. (Ti3 1565) 

Witness Page further explains that the SCIS/MO model was not 
replaced in this study because BellSouth believes that SCIS/MO 

meets the need to conveniently perform deaveraged 
studies. Since the SCIS/MO process inherently looks at 
individual switches, it already contains all the data 
needed f o r  switch-specific studies. (TR 1570) 

SWITCHING COST DEVELOPMENT 

BellSouth witness Caldwell states that the first step in 
developing switching costs is the population of t he  SCIS/MO 
database using data for each digital central office in BellSouth's 
territory.(TR 108) She continues that for offices using analog 
technology, digital has been assumed for purposes of the model, 
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using Network‘s replacement forecasts. (TR 108-109) She notes that 
less  than 15% of BellSouth’s access lines are served by analog. (TR 
109) 

Witness Caldwell avers that a number of factors impact usage 
costs, such as distribution of calls, percent local  tandem 
occurrence, busy hour-full day ratio, averzlge number of facility 
terminations per call, minutes per call, and airline miles per 
call .- (.TR 109) She emphasizes t h a t -  ” [t] he outputs frGm -SCIS/MO also 
are important contributors to the development of the usage costs.N 
(Caldwell TR 109-110) 

Witness Caldwell explains that busy hour usage is an important 
component of the investment in vertical features. (TR 109) She 
contends that [i] nputs need to reflect the anticipated demand that 
is going to be placed on the switch due to the request for feature- 
enhanced call processing. She asserts that ”[clonsideration must 
be given to the number of feature-related calls, holding times, and 
activations/Jeactivations that occur.” (Caldwell TR 109) 

BellSouth witness Caldwell argues that ”only BellSouth- 
specific data will appropriately reflect the costs BellSouth will 
incur in the  provisioning of switch-related UNEs to competitors in 
Florida. (TR 110) She explains that important factors to be 
considered are those things which will cause the switch to exhaust, 
because these are the investment drivers. (TR 109) She continues 
that such drivers include originating plus terminating usage, CCS, 
quantity of analog lines, quantity of digital lines, processor 
utilization, and discount rate. (TR 109) She argues that the 
discount rate reflects a combination of the way BellSouth will 
purchase switching equipment in t h e  future, and the manner in which 
BellSouth currently grows capacity in its existing central offices. 
(TR 109) 

0 

Several facts presented by witness Page facilitate the 
understanding of BellSouth’s switching cost development: 

e The switch is a partitioned entity. The switch is 
not simply a single material price that is shared 
by all services and features. 

0 The deployment of most services and features 
generally do not impact the entire switch. 
Services and features may rely on different 
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components of the switch depending upon the 
resources required to provide the proper 
functionality. 

a Some switching components are traffic sensitive and 
others are non-traffic sensitive. For example, the 
number of switch terminations (ports) is non- 
traffic sensitive. (Page TR 1568) 

Switching Material P r i c e s  

Witness Page states t h a t  a two-stage process is used to 
develop switching material prices. (TR 1563) He explains that 
fundamental studies are performed to identify material prices for 
basic switching functions, L e . ,  non-traffic sensitive line 
termination, call setup, and line-trunk usage. (TR 1563) He notes 
that the next step is to identify which of the basic switching 
functions is used for each Retwork element or retail service, and 
which maLeria1 prices are unique to that element or service. (TR 
1563) 

Witness Page describes the process BellSouth used to develop 
material prices for basic switch functionality using SCIS/MO. (TR 
1.567) 

. . . [TI he SCIS/MO uses a "bottoms-up" approach to 
establish the fundamental switching material prices for 
each central  office switch included in the cost study. 
The individual switch architecture and the switch 
vendors' engineering rules are used to identify the 
material price drivers. The material price drivers are 
reflected as SCIS/MO user input data such as originating 
plus  terminating (O+T) usage expressed in CCS (one 
hundred call seconds), quantity of analog lines, quantity 
of d i g i t a l  lines, and processor utilization. Using this 
input data in conjunction with the  switch vendor 
engineering rules, material price tables, vendor discount 
tables, and other miscellaneous tables within the model, 
SCIS/MO employs equations to determine the material 
prices associated with t h e  various central office 
functions. The functional categories express switching 
equipment components or groups of components on a 
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fundamental unit basis, e . g . ,  per line, per CCS, per 
call, per millisecond, etc. (Page TR 1567) 

Witness Page contends that a comparison of the results 
produced in this study and those of previous studies shows changes 
in the following areas: 1) switching costs have declined; 2) 
Discount levels have changed significantly; 3) disparities between 
BellSouth’s t w o  major switch technologies have grown smaller. (Page 
‘ix I S ’ i O )  

Switch Discounts 

AT&T/WorldCom witness Pitts states that BellSouth used the new 
or  replacement switch discount for equipment included in the first 
cost  or getting s ta r ted  cost of the switch and a melded new and 
growth discount for all remaining switch investment. (TR 2278) She 
argues t h a t  “if t h e  new switch discount is melded with the growth 
discount, the overall switch prices and ultimately the switch 
element cos ts  will be higher.” (TR 2278) She further argues that 
\‘even if melding were appropriate, BellSouth‘s melded discount 
input to sCIS/MO appears to assume that the majority of lines are 
at the higher growth price.” (TR 2279) She opines that BellSouth 
purchases most lines on a switch at the new switch price;  thus, the 
use of t h e  higher growth prices would allow BellSouth to over- 
recover its switch investment from the ALECs. (TR 2279) She r,ntes 
t h a t  BellSouth uses an example that includes growth at ten percent 
per year over 10 years. (TR 2 2 7 9 )  She contends that teri percent 
growth is not reasonable nor is ten years a foreseeable time period 
in the telecommunications industry. (TR 2 2 7 9 - 2 2 8 0 )  Witness Pitts 
asserts that BellSouth used a swi tch  planning horizon of 2-3 years, 
based on the testimony of BellSouth witness Page. (TR 2280) 

@ 

Z-Tel witness Ford also argues that the calculation of 
replacement or new switch discount is flawed. (TR 2459) He notes 
that a larger discount applies to the new switch than to the 
upgrade of an existing switch. (TR 2460) He notes that f o r  growth 
discounts BellSouth uses discount percentages that are stated in 
contracts with the switch vendors. (TR 2 4 6 0 )  He points out, 
however, that for new/replacement switches, BellSouth computes the 
discounts ”based on a comparison of historical contract prices to 
the current (non-discounted) output of SCIS/MO. (TR 2460) He 
argues that there is no reason given as to why contract amounts are 
not  used for replacements. (TR 2460) 
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Witness Ford opines that the replacement discount rate may 
"possibly" be understated, because he believes switch prices are 
declining. (TR 2460) However, he states that he does not know what 
impact it would have on the replacement discount if contract 
amounts were used. (TR 2461) Nevertheless, he recommends that the 
replacement discounts should equal to the stated discounts in 
BellSouth's contracts. (TR 2461) He concludes that if such 3iscount 
amounts cannot be obtained directly from the contracts, "then the 
histcricai contrac't prices and the non-discount prices irom SCIS/ivlO 
must be from the  same time period to avoid discount deflation." (TR 
2461) 

BellSouth witness Page contends that contracts for replacement 
switches do not contain stated discounts. He explains that this is 
the reason BellSouth computed a discount for replacement switches. 
(TR 1608) He notes that the  replacement discount used by BellSouth 
is based on actual bills for switch orders from t he  years 1997, 
1998, and 1999. (TR 1609) He argues the time frame used is 
consistent with the discount computation. (TR 1609) 

AT&T/WorldCom witness P i t t s  recommends that the new switch 
discounts associated with getting started costs should be used for 
all switch equipment. (TR 2280) She claims that the use of these 
discounts will result in switch investments fo r  ports that are 
approximate,ly 50% less than the amounts proposed by BellSouth. She 
s t a t e s  that "Unbundled local switching and trunk ports are 
approximately 40% and 50%' respectively of BellSouth's claimed 
BellSouth costs." (TR 2280-2281) 

Witness Pitts argues that BellSouth's switch-related elements 
in its revised model were not corrected. (TR 2306) She states that 
"BellSouth's revised study uses a melded discount that assumes only 
45% of line purchases from 1999 through 2002 will be for 'new' 
lines and 55% of the purchases will be at the higher-priced 
growth." (TR 2306) She disagrees with BellSouth's use of "3 years 
of demand, ra ther  than the entire demand associated with the 
switching element.'' (TR 3306) She contends that the demand used by 
BellSouth causes a higher percentage of BellSouth's total lines in 
Florida to be calculated at growth rates, instead of the lower 
replacement rates. (TR 2307) 
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ANALYSIS 

AT&T disagrees with BellSouth‘s use of a melded switching 
cost. At issue is whether the switch discount percentage input 
into SCIS/MO should be based upon the discount associated with the 
purchase of a new switch, or whether a melded discount using a 
combination of new and growth discounts is appropriate. T h e  
importance of the point arises from the fact that the new switch 
discount ‘is lower than t h e  grcwth discount. Predictably, AT&T 
recommends the u s e  of the lower new switch discount. 

Witness Pitts argued that BellSouth did not correct switch- 
related elements in its model. However, she goes on to complain of 
the manner in which BellSouth computed the melded discount rate. 
While it is not clear exactly what it was that BellSouth failed to 
correct, it appears that it was the discounts, rather than the 
model. This is not a matter of failing to correct the model; 
rather, it is a continued disagreement on the methodology. 

staff believes that BellSouth’s methodology is an appropriate 
approach to developing an average switch cost. As noted above 
Bellsouth applied the new switch discount to the getting started 
investment in a l l  switches modeled, but used a 45% new/55% growth 
weighted average discount to the remaining switch investments. 
Contrary to AT&T witness Titts’ claim, the record indicates that 
prospectively 55% of BellSouth’s switch line additions will be for  
growth additions, thus demonstrating the reasonableness of 
BellSouth‘s weighting. (EXH 129) On balance, staff believes 
selection of discounts to use represents a reasonable compromise. 

Z-Tel argued that BellSouth should use contract discount 
percentages for replacement switches (called getting started 
switches by AT&T). BellSouth witness Page pointed out that 
contracts fo r  replacement switches do not contain stated discounts, 
unlike contracts for growth switches. BellSouth witness Page was 
unrebutted. Therefore, staff believes BellSouth’s use of historical 
pricing discounts instead of contract discounts should be used f o r  
replacement or getting started switch costs.  

ISDN P o r t s  

Witness Pitts states that AT&T had difficulty calculating ISDN 
on DMS RSC-S remotes. (TR 2281) She notes that certain values in 
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the model appear to be misstated. (TR 2282)  She argues that “[tlhe 
SST model, when importing the detailed results from SCIS, does load 
the individual subcategory values to calculate an incorrect 
investment for ISDN BRI  ports.” (TR 2282) 

BellSouth witness Page contends that BellSouth did not 
encounter the problems described by witness P i t t s ,  (TR 1592) 
However, he notes that BellSouth d id  correct a problem with a 
formula adjustmeni that caused the investment per BR3 ta calculate 
incorrectly. (TR 1592) 

AT&T/WorldCom witness Pitts agrees t h a t  BellSouth corrected 
this error in i t s  revised cos t  study. (TR 2305) However, she argues 
that this was not the only error impacting ISDN costs. (TR 2305) 
Witness Pitts states that ”BellSouth‘s revised 2-wire ISDN P o r t  
(B.1.5) and its related 2-wire ISDN Line Side Port Combination 
( p . 4 . 2 . )  have increased 6.92% and 7 . 8 6 % ‘  respectively” as a result 
of BellSouth’s revised cost study. (TR 2306) She opines that the 
reason for these changes is that BellSouth had already tried to 
incorporate a correction into the SST m o d e l ;  thus, when the SCIS/MO 
patch w a s  run, higher numbers resulted. (TR 2306; TR 2308) 

M A L Y  S I S 

Witness P i t t s  argued that “BellSouth‘s revised 2-wire ISDN 
Port (B.1.5) and its related 2-wire ISDN Line Side Port Combination 
( P . 4 . 2 . )  have increased 6.92% and 7 . 8 6 % ,  respectively.“ (TR 2306) 
In fact, the recurring rates did increase, but the non-recurring 
rates decreased for each of t h e  elements decreased. The recurring 
rate for B.1.5 d id  increase by 6 . 9 2 % ,  as witness Pitts contends. 
However, the recurring rate for  element P . 4 . 2  increased about 3.2%, 
not 7.86%. The decreases for most of the non-recurring rates w e r e  
less than 1%. Only the disconnect non-recurring rate for element 
p . 4 . 2  decreased by about 6.4%. (EXH 3 8 ,  92)  

Although there is no explicit discussion in BellSouth witness 
Page’s testimony that explains why the cost of the 2-wire ISDN port  
increased by 6.92%, s t a f f  presumes it is due to BellSouth’s change 
in h o w  it adjus ted  for the a SCIS/MO problem in modeling ISDN on 
DMS RSC-S remotes. Witness Page explains: 

The Simplified Switching Tool@ (SST) model included in 
BellSouth’s April 17, 2000  cost study filing contained a 
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formula adjustment that compensated f o r  the Minimum 
Investment per BRI problem. Since Telcordia has now 
corrected the SCIS/MO model I the adjustment has been 
removed from the SST model included in the August 16' 
2000 filing. The corrected investments are reflected in 
BellSouth's updated cos t  study. (TR 1592) 

staff is satisfied with BellSouth's explanation and sees no need 
f o r  any further adyustment . 

Features 

Witness Page explains that BellSouth considered "approximately 
100 of the most significant features in terms of demand.'' (TR 1574) 
He argues that BellSouth chose those features to study that the 
company believes have significant market interest. (TR 1574) He 
states t h a t  the features include those that are most commonly used. 
(TR 1574) 

Witness Page argues that "the same set of customer 
characteristic inputs and Fundamental Study inputs'' will produce 
results similar to those used in previous models. (TR 1575) He 
notes t h a t  the differences between the feature cost studies 
produced for this dockec. and those of previous dockets are aue 
primarily to changes in Fundamental Study inputs. These inputs 
reflect a decline in BellSouth's switching capacity costs. (Page 
TR 1575) 

Witness Pitts describes the manner in which Bellsouth's SST-U 
model determines the cost of features. (TR 2283) 

BellSouth's SST-U model categorizes features into 
thirteen categories, based on the type of switch resource 
used to operate the feature. BellSouth used the SCIS/MO 
model outputs as inputs to SST-U, along with the results 
of BellSouth's feature Hardware Study, and makes numerous 
simplifying assumptions about switch resources consumed 
by features, to calculate a theoretical cost for a given 
feature category. The features in each category are then 
added together to generate BellSouth's composite feature, 
shown as Central Office Features Category 13, that makes 
up Element B.4.13. An additional feature that 
purportedly identifies the cost of Centrex Intercom Usage 
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is calculated under the name Centrex Functionality, 
Element B.4.10. (TR 2283) 

Witness Pitts argues that certain key inputs to feature 
material prices have serious flaws. (TR 2283) 

0 The S C I S / M 3  output results used as inputs to SST 
were generated using melded discount inputs 
weighted heaviiy towards higher-priced growth coet.s 
rather than new switch prices, and contribute to 
overstating feature costs. 

e T h e  Hardware Study uses  incorrect investments, 
incorrect capacities and utilization adjustments 
that produce inflated hardware costs for features. 

e The entire conceptual methodology of averaging 
disparate feature inputs together in an attempt to 
force t h e  cos ts  to fit a theoretical feature 
category, and making broad assumptions t h a t  are 
used as critical inputs is flawed. ( P i t t s  TR 2284) 

Witness Pitts contends that feature cost errors were not 
corrected in BellSouth’s revised cost study. (TR 2304) 

IMPACT OF SWITCH DISCOUNTS ON FEATURES 

Witness Pitts states that “the SCIS/MO model produces 
investments f o r  switch functions on a usage sensitive basis.“ (TR 
2284) She continues that the unit costs  of usage are multiplied by 
what she characterizes as BellSouth’s ’”guesstimates‘ of the amount 
of resources used by a feature category.’’ (TR 2284) Witness P i t t s  
contends that if the switch costs are inflated, as she believes, 
then the feature costs will also be inflated. (TR 2284) 

Witness P i t t s  asserts that BellSouth continues to use the  
melded discounts in its revised cost study. (TR 2305) She points 
out that BellSouth also added a n e w  element - P.3.2.2-wire DID P o r t  
f o r  Combinations. She notes that this element uses the melded 
discount, which she contends causes the cost to be overstated. (TR 
2305; TR 2307) She proposes that this element be reduced by t h e  
same percentage as  the 2-wire D I D  P o r t  ( B . 1 . 3 )  which would result 
in a restated cost of $3.46. (TR 2309-2310) 
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HARDWARE STUDY 

Witness Pitts explains that BellSouth's Hardware Study is used 
"to calculate the cos t  of unique feature-related hardware, such as 
conference circuits and announcements." (TR 2285)  She states that 
more than 70% of BellSouth's proposed composite feature investment 
is comprised of hardware. (TR 2285) She further explains that the 
h a r d w a r €  study 

divides the investments f o r  specific hardware components 
by their respective capacities, adjusted f o r  utilization, 
to produce an average cost  per  CCS f o r  each feature 
hardware component. The cost per CCS for each component 
was then averaged together to produce a simple average 
cost per CCS for all hardware. Then t h e  cost per CCS was 
multiplied by an assumed average holding time f o r  all 
features t h a t  use hardware to generate a cost for 
hardware for the feature category. (Pitts TR 2285)  

Witness Pitts disagrees with this approach for several  
reasons. (TR 2 2 8 6 )  She argues that investments in the numerator 
were usual ly  too high and the capacities in the denominator w e r e  to 
low, which caused inflated hardware costs per CCS. (TR 2286) She 
also asserts that "the method of averaging the hardware costs, the 
holding times and the number of calls using t h e  hardware is 
flawed." (TR 2286)  

Investment s 

Witness Pitts s t a t e s  that prices for feature hardware 
components are discounted in the model in the same manner as the 
rest of the switch. (TR 2286) She complains that using the SCIS/IN 
model with no discounts applied at all produced lower costs f o r  
most of the  hardware than the costs produced by BellSouth's 
hardware study. (TR 2286) 

Witness Pitts notes several factors that she believes may be 
the cause of the disparity. 

BellSouth used the list price with no discount for the 
CLASS Modem Resource Card. 
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The investment for the Call Waiting Tone, which was 
discounted using the melded rate, was 88% higher than the 
investment produced in the SCIS/IN model, but witness 
Pitts was unable to find the associated investment to 
support the current investment numbers. 

Loadings and costs  f o r  associated resources appear to 
have been included in one technology's investments. 

Some of the associated resources may be double counted in 
the hardware study and again in the telco installation 
f ac to r  and/or other factors. (Pitts TR 2287) 

BellSouth witness Page agrees that "Bellsouth's C l a s s  M o d e m  
Resource Card investment should have been discounted instead of 
being included at list price." (TR 1604) 

However, he argues that witness Pitts' c l a i m  that associated 
resources may be double counted is untrue. (TR 1604) He states that 
" B a s e d  on information provided by Lucent, these 'associated 
resources' a r e  switch cabinets, which are not included in any other 
BellSouth factors . ' '  (TR 1604) 

Capaci tv 

Witness Pitts also takes isme with capacity figures used in 
the Hardware Study: 

e 

e 

e 

e 

Capacity information provided by BellSouth is not 
in CCS units and no explanation was provided for  
units used by BellSouth in the Hardware Study. (TR 
2288) 

BellSouth used an undocumented investment f o r  two 
circuits associated with Call Waiting. (TR 2288) 

Bellsouth divided t he  investment of two circuits by 
the capacity of one circuit, which produced a cost 
twice as high is it should have been. (TR 2288) 

The capacity of the C U S S  Modem Resource Card is 
labeled CCS, but it is actually the number of lines 
that can share t h e  card. (TI? 2288) 
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T h e  number of lines that can share a CLASS Modem 
Resource Card is more than ten times the number 
used by BellSouth. (TR 2 2 8 8 )  

BellSouth used the capacity from SCIS/IN for a 
DSU2/RAF/BRCS announcement, but used the investment 
from a higher capacity announcement called an SAS. 
Dividing the high cos t  SAS announcement by the RAF 
announcement's comparabiy srnaIier capacity results 
in a seriously overstated cos t  per CCS. (TR 2288-  
2289) 

Most of the values in the SCIS/IN capacity table 
for hardware are utilization values, not ultimate 
capacity. Applying a utilization value to figures 
that are already a utilization value double counts 
spare capacity. (TR 2289) 

Witness Pitts argues that there is a more accurate way to 
perform t h e  calculations. She notes t h a t ,  even using the melded 
discount for hardware components, SCIS/IN produces results that are 
approximately 50% of the cos ts  produced in BellSouth's study. (TR 
2289) She asserts that going one step further to change the 
discount rate to that used for new switches, the results produced 
are approximately 33% of the hardware investments used by 
BellSouth- (TR 2289) 

BellSouth witness Page disagrees with a number of witness 
Pitts' conclusions. He contends that BellSouth's use of two Call 
Waiting tone circuits is correct, which is shown by an examination 
of the SCIS/IN formulas. (TR 1604) 

Witness Page discusses witness Pitts' claim that BellSouth's 
estimate for the number of lines sharing a CLASS modem card is too 
low. He notes that 

the number of lines sharing a CLASS modem card from [sic] 
should be changed from 7 6 . 8  to 435.75. The revised 
number of lines reflects utilization, so t h e  utilization 
input for the CLASS modem should be 100%. (TR 1604-1605) 

Witness Page notes that "the capacities for the SAS 
announcement circuit should be modified based on new information 
from t h e  switch vendor as reflected in [his] exhibit JHP-03." (TR 
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EQUIPMENT 

6-Port Conference Circuit 

3-Port Conference Circuit 

Call Waiting Tone 

6-Port Conference Circuit 

3-Port Conference Circuit 

C l a s s  Modem Card 

1605) He also provides confidential CCS capacity modifications. (TR 
1605) 

SWITCH CURRENT RECOMMENDED 
MANUFACTURER % CHANGE 

Nortel 85% 100% 

Nortel 85% 100% 

Nortel 85% 100% 

Lucent 85% 100% 

Lucent 8 5 %  1 0 0 %  

Nortel 8 5 %  100% 

I 

Witness Page agrees with witness P i t t s  t ha t  utilization inputs 
should be changed on the following items. (TR 1605) 

T a b l e  7 ( 0 )  - 1 

Witness Page a lso  agrees that witness Pitts’ restated hardware 
s tudy contained in her  exhibit CEP-4 inc-ludes some corrected 
inputs. (TR 1606) However, he notes several flaws. 

Fundamentally, he disagrees w i t h  her use of what he 
characterizes as a hypothetical replacement discount. (TR 1606) He 
asserts that 
wi tness  P i t t s  

never disputes the core principle at issue, which is tha t  
switches are purchased with the number of lines needed to 
serve t w o  or three years’ worth of demand. The switch is 
then  grown as necessary, at regular intervals, to 
accommodate expected increases in demand. (TR 1606-1607) 

He s ta tes  t h a t  t h e  hypothetical example i n  h i s  Exhibit JHP-1, 
which assumed a t e n  percent growth r a t e ,  demonstrated that i t  was 
economically reasonable to accept pricing t ha t  allowed for a higher 
i n i t i a l  discount with a l o w e r  replacement discount. He a rgues  that 
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changing the growth rate to 5% as recommended by witness Pitts does 
not invalidate this principle. (TR 1607) 

Witness Page finds witness Pitts' exception to the use of a 
10-year switch life inexplicable. (TR 1607) He notes that 
"BellSouth's economic life for switching is 10 years,  as provided 
by Mr. Cunningham's testimony." (TR 1607) 

BELLSOUTH'S REVISED COST STUDY 

ImDact of Switch Discounts on Features 

Witness Pitts argues that many of the errors  remain in 
BellSouth's revised cost study. (TR 2304) She states that the 
switch element costs only changed minimally in all but three cases. 
(TR 2304) She contends that the  revised cost study does not correct 
t he  hardware errors she identified. (TR 2306) 

ANALY S I S 

A s  discussed above under the portion of this issue dealing 
with switch discounts, staff believes BellSouth's methodology of 
calculating an average is reasonable. Staff sees no reason, based 
on the record, to treat switch discounts differently for 
development of feature costs. 

Investments 

BellSouth agrees with AT&T that the CLASS Modem Resource Card 
should be discounted. 

Witness Page rebuts witness  P i t t s '  point t h a t  the investment 
in Call Waiting Tone produced a cost twice as high as it should 
have been. He argues that the formulas shown in SCIS/IN support the 
SST's assumption of two Calling Waiting Tone circuits. (TR 1604) 
Since BellSouth did not use SCIS/IN nor submit SCIS/IN in this 
proceeding, staff has no way to verify the  BellSouth witness' 
assertion. However, nothing in the record controverts witness 
Page's statement. Thus, s t a f f  does not recommend any changes t o  
BellSouth's study on these two points. 
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Loadings are being addressed overall in another issue and will 
not be discussed here. 

BellSouth's explanation that certain resources AT&T claimed to 
be double counted are actually switch cabinets sounds plausible. 
BellSouth's explanation is unrebutted and should be accepted. 

i'apaci tv 

Witness Pitts contends that the number of lines that can be 
shared by CLASS Modem Card is ten times the number used by 
BellSouth. Witness Page agrees that the number of lines should be 
changed from 76.8 to 435.75. (TR 1604-1605) 

Witness Page a lso  agrees that an adjustment should be made to 
announcement capacity, as shown in exhibit JHP-03. (EXH 114) 
Finally, the BellSouth witness acknowledge that changes to the 
utilization inputs i n  the hardware study, as indicated above in 
Table 7 ( 0 )  -1, are appropriate. 

Revised Cost Study 

It appears that witness Pitts' complaint that BellSouth failed 
to correct its cost study is more a concern that BellSouth did not 
agree with her on all points - -  especially what disccunt to use - -  
rather than a failure to correct an actual flaw. Each point 
raised by witness Pitts has been specifically addressed. 
Therefore, no further action is needed. 

Averaging 

SIMPLE AVERAGE VS. WEIGHTED AVERAGE 

Witness P i t t s  states that BellSouth took t h e  simple average or 
mean of 'all the inputs f o r  the features in a category to derive 
the average number of times a feature is used." (TR 2292) However, 
she notes considerable disparity among t h e  features, such as PBX 
attendant features, residential features, Centrex features, 
multiline group features and trunk-side connection features. (TR 
2292-2293) She argues that there  are two significant problems with 
this approach. F i r s t ,  she contends that t h e  use of a simple 
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average rather than a weighted average of features that have 
different penetration rates causes a distorted result. (TR 2293) 
Second, she asserts that the basis for the inputs varies, with some 
being on a single line basis, some on a per business group basis, 
and some on a trunk group basis. (TR 2293) Witness P i t t s  argues 
that one cannot simply add the inputs up and divide by the number 
of features to arrive at a per port average. (TR 2 2 9 3 )  Witness 
Pitts notes that BellSouth uses these calculations to produce a 
composite -feature investment €or features used during t h e  DUSY 
hour. (TR 2294) 

BellSouth witness Page agrees in principle that a weighted 
average should be used instead of the mathematical average. (TR 
1603) However, he argues that the features will be used by ALEC 
customers, not BellSouth customers. (TR 1603) Witness Page claims 
that BellSouth has no way to know what features will be used by t he  
ALEC's customers. (TR 1603) He opines that the approach BellSouth 
has used  is reasonable to use until the ALECs provide market 
forecasts to BellSouth. (TR 1603) 

AVERAGE FEATURE CALLS IN THE BUSY HOUR 

Witness Pitts complains that "BellSouth uses the estimates of 
holding times of five hardware components to derive a siqle 
average, rather than a'weighted average, holding time f o r  all 
hardware." (TR 2295) She states that BellSouth mixes holding times 
for announcements of different types with holding times for 
conference circuits. (TR 2295) She argues that this produces 
distortions in the costs. (TR 2295) 

She notes that Features per P o r t  (B.4.13) decreased 6.59% in 
BellSouth's revised cost study. (TR 2306) She asserts that the per 
port element decreased because BellSouth made a "mathematical 
correction to its hardware study to apply a discount to the Call 
Waiting Tone investment." (TR 2306; TR 2309) She states that the 
remaining changes that she recommended in her rebuttal testimony 
were not made by BellSouth. (TR 2 3 0 7 )  

BellSouth witness Page responds that witness Pitts 
misunderstands the methodology used by BellSouth to develop the 
busy hour. (TR 1600) He explains that "BellSouth compiled the busy 
hour calling rates for 56 features." (TR 1600) He advises that the 
calling rates show a wide range in'the number of busy hour calls. 
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(TR 1600) He continues that BellSouth divided the simple sum of the  
calling rates by the 56 features to produce an average of busy hour 
calls per feature. (TR 1600) He states that dividing t h e  average 
busy hour calls per feature by the number of features that the 
typical subscriber uses produces the average feature calls per busy 
hour. (TR 1600) Witness Page argues that the number produced using 
this methodology "is reasonable because it reflects both 
originating features, such as 3-Way Calling and Speed Dialing, as 
well as terminating features, such as Call halting or Hunting, as 
well as CLASS features such as Caller ID. (TR 1600-1601) 

SWITCH REALTIME ESTIMATES 

Witness P i t t s  explains that " [PI rocessor realtimes are the 
individual measurements of central and/or distributed processor 
time it takes to activate or use a feature." (TR 2296) She notes 
that "processor-related costs are 13% of BellSouth's claimed 
feature costs, second only to the hardware costs." ( T R  2296) She 
states that BellSouth makes an assumption that every feature uses  
the same amount of processing time. (TR 2296) She also notes that 
BellSouth assumes that i ts  different switches, the Nortel DMS 
switch and the Lucent 5E switch, use the processor in the same 
manner. (TR 2 2 9 6 )  H o w e v e r ,  she argues that the Lucent switch 
performs the bulk of feature call processing through processors 
other than the central processor, thus using very little central 
processing time for that function. (TR 2296) As a result, she 
argues that BellSouth is incorrect in assigning the same amount of 
call set-up time to the different switches. (TR 2296) 

BellSouth witness Page argues that "the SST-U model algorithms 
recognize that the Lucent and Nortel switches have different 
architectures and process calls differently." (TR 1594) He 
contends that witness P i t t s  has misunderstood the SST-U model 
algorithms. (TR 1594) He points out that a variable called 
"processor Realtime (Milliseconds) per Call" is used by the  SST 
model. (TR 1594) He explains that this variable "represents t h e  
total realtime milliseconds available for call processing divided 
by t h e  vendor's stated call processing capacity for the switch." 
(TR 1594) H e  notes that this variable can be found in the "SST-U 
model, worksheet UNE Main, Column F, where it is labeled an average 
number of milliseconds per c a l l . "  (TR 1594) 
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Witness Page explains the differences between Lucent and 
Nortel switches in processing for c a l l  setup and features. (TR 
1594) He notes that 

The Lucent 5ESS" switch uses a distributive processing 
architecture, in which the Switch Modules (SMS) (the same 
mcdules that house line and trunk terminations) perform 
the bulk of t h e  call processing and vertical feature 
processing. The 5ESSO switen has t w a  other processors, 
the Communications Module Processor (CMP) and the 
Administrative Module ( A M )  which perform call processing 
functions such as overall call routing, resource 
allocation, and billing. 

The Nortel DMS-100@ switch, by contrast, performs call 
and feature  processing within a central switch processor. 
(TR 1595) 

Witness Page argues that it is appropriate to attribute t h e  CMP and 
AM components to feature and call processing because "these 
components are  responsible for maintaining t h e  overall call 
processing flow and administrative functions of the switch." (TR ' 1595) 

AT&T/WorldCom witness Pitts a l so  disagrees with BellSouth that 
features must be assigned a portion of the cost  for  the use of the 
processor. (TR 2296) She argues that adding features to a switch 
does not cause BellSouth to purchase additional processing 
equipment. (TR 2 2 9 6 - 2 2 9 7 )  She contends that the getting started 
cost of a switch is fixed, and is not impacted by the  addition of 
features. (TR 2 2 9 7 )  

BellSouth witness Page argues that witness Pitts is incorrect 
on both prac t ica l  and theoretical grounds. (TR 1593) He disagrees 
that the getting started cost of the switch is fixed, stating 'One 
fundamental principle of long-run costing is that the replacement 
of a large 'lumpy' investment, such as a switch processor, is 
advanced in time by increased usage." (TR 1593) He a lso  contends 
that there is "plentiful evidence from the switch vendors 
themselves that features do affect the useful capacity of a switch, 
and therefore will help determine the number and type of switches 
that must be placed." (TR 1593) He notes that documentation of this 
was provided to AT&T in response to AT&T's First Production of 
Documents, Request No. 14. He points out an example which shows 
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that there are capacity constraints in the number of calls a switch 
can process in a busy hour. (TR 1593-1594) 

Witness Pitts states that BellSouth corrected a “mathematical 
error in the feature hardware study that reduced the Composite 
feature port  additive by 6 . 5 9 % . ”  (TR 2305) However, she notes that 
none of the other changes that she rkcommended were made. (TR 2305) 

Witness Bitts explains that with modern switches, it is the 
ports that limit the capacity of a switch. (TR 2297) She asserts 
t h a t  the processor and getting started cos ts  should be allocated to 
the ports in a switch, not to the traffic sensitive minutes of use 
and feature costs. (TR 2297) 

BellSouth witness Page disagrees, arguing that there is 
“abundant evidence that switches generally have three capacity 
limitations: ports, processor capacity, and minutes of use (MOU) 
capacity.” (TR 1596) While he agrees that the port is one limiting 
factor, he provides evidence from Lucent documentation that shows 
that busy hour calls are t h e  limiting factor f o r  the 5ESS switch, 
not lines. (TR 1596-1597) 

Witness Page notes that the FPSC has previously considered the 
arguments raised by witness P i t t s .  (TR 1599) He quotes from Order 
No. PSC-98-0604-FOF-TP, Dockets Nos. 960757-TP,  960833-TP, and 
960846-TP, p .  1 5 9 .  

The loca l  usage rates that we s e t  in Order No. PSC-96- 
1579-FOF-TP included processor usage for vertical 
features. We believe that this is consistent w i t h  the 
F C C f s  definition t h a t  all features, functions, and 
capabilities of the switch are included with the 
switching element. (TR 1599) 

CENTREX FUNCTIONALITY 

Witness Pitts states t h a t  “BellSouthfs Centrex functionality 
feature costs  out intra-Centrex intercom usage and assigns it as a 
flat-rate port additive.” (TR 2 2 9 7 )  She explains that it is her 
understanding that an ALEC’s UNE-P lines purchased from an ILEC 
would result in chargeable UNE MOUs for every minute t h e  line is 
used. (TR 2 2 9 8 )  Accordingly, she argues that the additional Centrex 
charge r e s u l t s  in double recovery of the cost. (TR 2298) 
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Witness Pitts notes that this item was not changed in 
BellSouth's revised cost  study. (TR 2307) She argues that it should 
be set to zero. (TR 2309) She contends that the error was made due 
to faulty methodology, not SCIS/MO errors. (TR 2 3 0 9 )  

BellSouth witness Page agrees that the Centrex Intercom Usage 
feature should be set to zero. (TR 1610) He explains that at the 
time the original cost study was filed, BellSouth did not believe 
it would have the ability to bill for these calk on a usage basis. 
(TR 1610) However, he notes further evaluation has shown that 
BellSouth will indeed be able to do so. (TR 1610) 

ANALY S I S 

Aver a s i  nq 

Witness Page agrees in principle with witness Pitts that a 
weighted average would be b e t t e r  than the simple average t h a t  
BellSouth has used. H o w e v e r ,  he argues that it is the ALECs' 
customers that will use t h e  features, so BellSouth has no way to 
determine what features  will be used during the busy hour. Neither 
party discussed what the potential impact would be on the  cost 
study of using a weighted average for features used in the busy 
hour. Further, no party provided alternative to BellSouth's 
model. As stated by witness Page, t he  parties 'do not 'bring any 
constructive alternatives for feature usage data to the table." (TR 
1603) Absent any viable alternative, staff recommends no adjustment 
be made. 

Staff also agrees that the SST's technique of averaging the 
busy hour calling rates of various features, though perhaps not 
ideal, appears to yield acceptable results and no alternative 
appears in the record. Moreover, we believe that the SST's 
assumption that the Communications Module and the Administrative 
Module should be attributed to feature and call processing, as well 
as attributing a portion of processor costs to features, are 
reasonable. Although the 5ESS employs a distributed processing 
architecture, it appears that the AM and CMP modules are indirectly 
involved in overall call processing. Similarly, we agree that t he  
record indicates that call handling capacity is a limiting factor 
on a switch, and that since features can accelerate the switch 
processor's exhaust, assigning a pro rate share of processor costs 
to features is appropriate. 
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Witness Pitts argues that SST's charge for Centrex 
functionality double-recovers the cost. Witness Page agrees that 
the Centrex Intercom Usage feature should be set to zero.  

Other Changes 

LINE PATE 

Witness Pitts argues that "BellSouth's example for charging a 
line path to a feature is incorrect." (TR 2298) She describes an 
example used by BellSouth fo r  three-way calling. (TR 2298-2299) She 
notes  that BellSouth claims a three-way call ties up a call path in 
addition to the one established with the original call. (TR 2298) 
She disagrees with BellSouth, arguing that ''[tlhere is no 
incremental line path to be charged as part of t h e  3-way feature 
cost that isn't already recovered via [the calls made by one 
subscriber to the o t h e r  two subscribers involved in t h e  call] . I f  (TR 
2299) She s t a t e s  that t he  Line Path  cos ts  used by BellSouth only 
accounts for 2% of the composite feature costs. She recommends that 
the cost of line paths  be excluded from the c o s t  study because 
BellSouth's example does not adequately explain the costs. (TR 
2299) 

BellSouth witness Page argues that the statement quoted by 
witness Pitts regardin? the use of additional line path resources 
in the switch was a general statement. (TR 1602) He notes that, in 
fact, " the  feature usage data set developed fo r  t h e  SST does not 
include any additional line path usage f o r  3-Way Calling." (TR 
1602) Accordingly, witness Page asserts that t h e  SST feature cost 
results are correct. (TR 1602) 

Ana 1vs i s 

It is not clear what witness  Page is referring to in his 
testimony. The cost study does say that ". . . a three-way call 
invokes another all path in addition to the  one established with 
the original call. ' I (EXH 9 5 ,  Appendix D-76) . Nevertheless, s t a f f  
accepts witness Pages's claim that no additional line path usage is 
attributed to the 3-Way Calling feature. 
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CALLER ID AND REMOTE CALL FORWARDING (RCF) 

Witness Pitts states that BellSouth uses the number of lines 
per office to develop C a l l e r  ID penetration and lines that are 
remotely call-forwarded. (TR 2300) She contends that " the  SCIS 
inputs show different average office line counts than what 
BellSouth used in its separate analysis documented in [BellSouth 
response to AT&T] POD I t e m  # 3 3  for these two features . . . ' I  (TR 
2 3 0 0 ;  EX1 130, CEP-8) She argues that using the POD Item #33 iine 
counts instead of the SCIS line counts causes t h e  penetrations f o r  
Caller ID and R C F  to change. (TR 2300) 

Her testimony is unrebutted on this point. 

Witness Pitts argues that using the POD Item # 3 3  line counts 
instead of t he  SCIS line counts r e s u l t s  in different penetration 
ra tes  for Caller ID and RCF. (TR 2 3 0 0 ;  EXH 130, CEP-8) As noted 
above, her testimony is unrebutted on this point. Staff's review of 
her Exhibit CEP-8 (contained in EXH 130) confirms this statement. 
There is no explanation as to why the line counts are different. 
Accordingly, staff recommends that the Caller I D  and Remote C a l l  
Forwarding penetration rates to be x e d  in the SST should reflect 
the average number of lines per central office in BellSouth's 
SCIS/MO inputs; these values and the resulting penetration rates 
are shown on page 26 of AT&T witness Pitts' rebuttal testimony. (TR 
2301; confidential version) 

@ 

Feature Cost Portion of SST-U Workbook 

Witness Pitts argues that "BellSouth has not met its burden of 
proof to document and support its costs f o r  features." (TR 2301) 
Due to the problems discussed previously in this issue, she argues 
that the feature cost model and its costs should be rejected. (TR 
3201) 

Changes Included in King's Restated Costs 

AT&T/WorldCom witness Pitts notes in her testimony that t h e  
following recommended changes are included in AT&T/WorldCom witness 
King's restated costs .  
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0 Changes to discounted inputs in S C I S .  (TR 2 2 8 0 )  

0 Restated ISDN port investments. (TR 2282) Inputs to 
ISDN investments were partially corrected in 
BellSouth's revised cost  study. (TR 2305) 

a Changes to BellSouth's Hardware Study. (TR 2289) 
One mathematical error was corrected in BellSouthIs 
rE-Ased cost study. ('i'fi 2 3 3 5 )  

a Excluded cost of line paths  from feature costs. (TR 
2 2 9 9 )  

a Changes to line counts for Caller ID and RCF.  (TR 
2 3 0 0 )  

Witness Pitts notes that AT&T/WorldCom witness King's restated 
costs do :lot include the recommended changes to customer usage 
characteristics and switch realtime estimates. (TR 2295)  She s t a t e s  
t h a t  she does not have accurate call usage data. (TR 2295) 
Additionally, she argues that t h e  model only allows one call usage 
input per feature category. Therefore, she knows of no way to 
input different call usages to accommodate the  different types of 
features in each category. (TR 2295) 

BellSouth witness Page argues that, if witness Pitts does not 
have accurate call usage data, "she has no basis for judging 
whether the inputs are reasonable or not." (TR 1603) 

While witness Pitts recommends that Centrex intercom usage be 
set to zero, she does not comment on whether this change is 
included in Witness King's revised costs. (TR 2 2 9 8 )  

Witness Pitts asserts that the cost revisions made by witness 
King in his rebuttal testimony are st i l l  valid for switch re lated 
costs  in BellSouth's revised model. (TR 2305) 

AT&T's Proposed Methodology 

AT&T/WorldCom witness P i t t s  concludes t h a t  BellSouth's SST 
\ I .  . . has too many errors, generalizations and methodological 
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faults and should be rejected." (TR 2302) In lieu of BellSouth's 
approach, AT&T offers the following simplified methodology: 

I. Obtain the line and trunk port costs from SCIS/MO, 
using the correct new switch discounts. 

2 .  Allocate the total Getting Started Cost of the 
switch, from SCIS/MO using t he  correct n e w  switch 
discounts, to a l l  ports. 

3 .  Divide the t runk  port  cost from SCIS/MO using the 
correct new switch discounts, by the minutes per 
trunk to produce the investments per trunk MOU.' 

4 .  The remainder of the total switch investment (after 
subtracting out the above items) from SCIS/Mo using 
the new switch discounts, is the traffic sensitive 
cost. Divide this total investment (augmented by 
the corrected feature hardware costs) by t o t a l  
minutes to calculate the investment per end office 
switch MOU.' (TR 2302-2303) 

Bellsouth witness Page argues that the methodology recommended 
by witness Pitts is "too vague and sketchy to support a cost 
study." (TR 1610) He notes that while witness Pitts complains that 
the SST is to generalized, her  methodology is more generalized than 
that used in the SST. (TR 1610) The specific problems he points out 
are that the methodology: 

a ignores long established rate structures for  UNEs, 
toll and access because it does not distinguish 
between t h e  very real costs of setting up a call, 
as opposed to per-minute costs; 

a lumps feature costs with other traffic-sensitive 
costs in the switch, forcing all subscribers to pay 
for features whether they use them or not; 

711Use the same methodology to derive the tandem t r u n k  po r t  MOU cost." 

'IIUse the same methodology (without feature  hardware) to derive the  tandem 
switch MOU cost." a - 2 9 2  - 
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e violates cost causation principles by assigning 
Getting Started costs to line ports; and 

0 produces unusable results because it does not 
account for remote switches. (TR 1611) 

ANALY S I S 

AT&T\WorldCom has raised some valid points regarding specific 
problems with the model, as discussed throughout this issue. 
However, staff does not believe that the points raised are a 
sufficient basis t o  throw out the entire feature cost portion of 
t h e  SST model. The use of estimates is necessary in any modeling 
situation. The model may simulate the real world, but it is not the 
real world. 

Except where otherwise noted, the averages used by BellSouth 
provide a reasonable approach. Staff agrees with witness Page that 
AT&T/Worldcom's alternative approach is a gross oversimplification. 
Although the simplicity of it may be appealing, we do not believe 
that t h e  AT&T/WorldCom proposal is a workable solution. 

Many of the changes to inputs included in witness King's 
restated cos ts  have been agreed to by BellSouth. All those changes, 
as well as any other changes determined to be necessary by staff in 
other issues, will be utilized to formulate staff's proposed rates. 

With the aforementioned adjustments s t a f f  believes the feature 
cost portion of the SST model should be accepted f o r  purposes of 
setting UNE rates. 

CONCLUSION 

BellSouth's use of a melded discount for switches, which is 
based on historical discounts for replacement or g e t t i n g  s tar ted 
switch prices and contract discounts for growth or upgrade 
switches, should be accepted. AT&T's recommended changes should be 
made to the discounts on the CLASS modem card. The capacities of 
the SAS announcement circuit should match those on EXH 114 (JHP-3 
revised). The revised utilization inputs shown on Table 7 ( 0 )  -1 
should be changed in the model. The Centrex Intercom Usage fea ture  
should be set to zero. The Caller ID and Remote Call Forwarding 
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penetration rates to be used in t h e  SST should reflect the average 
number of lines per cent ra l  office in BellSouth's SCIS/MO inputs. 
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ISSUE 7 :  What are  the  appropriate assumptions and inputs for t h e  
following items to be used in t h e  forward-looking recurring UNE 
cost studies? 

(p)  traffic data;  

RECOMMENDATION: The appropriate assumptions and inputs for traffic 
data should be those recommended by BellSouth except as modified by 
staff's recommendation in issue 7 ( 0 )  - switching costs and 
associated variables. (Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are  
those set forth in the  cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v) I 

FCCA ALECS: No position. 

SPRINT: 
~ ( a ) ,  ( f ) ,  CiL Cj) and ( 4 -  

Sprint has a position only on the following Issue 7 items: 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Traffic data, according to BellSouth witness Page, 
is an input to BellSouth's switching models. (TR 1578-1579) 

Witness Page "assumes" that traffic data "means data that 
address the characteristics of line and t runk  usage, for example, 
the number of calls in the switch Busy Hour." (TR 1578) According 
to witness Page, SCIS/MO, Exchange Ports, Features, and Switched 
Usage and Common Transport switching cost modules all use traffic 
data inputs. (TR 1578-1579) 

AT&T/WorldCom witness Pitts criticizes BellSouth's customer 
usage characteristics: 

BellSouth mixed and matched busy hour call usages for 
individual fea tures ,  that are themselves suspect, to 
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derive an average busy hour call usage per line for an 
entire category of features. (TR 2290) 

When asked f o r  supporting documents, analysis and 
calculations to support the busy hour call estimates per 
feature category [footnote omitted], BellSouth provided 
a listing and indicated t h a t  the source was its own 
retail study inputs. [footnote omitted] Just a casual 
review causes concern that these inputs are not correct. 
(TR 2291-2292) 

Witness Pitts provides several examples; however, a l l  of h e r  
examples contain proprietary data. (TR 2 2 9 2 )  BellSouth witness Page 
provided rebuttal to witness Pitts’ criticisms; however, h i s  
rebuttal also contains proprietary data. (TR 1600-1601) 

SUMMARY 

Although AT&T/WorldCom witness Pitts criticizes BellSouth‘s 
usage characteristics, staff notes that no ALEC took a position on 
this issue in its brief. Therefore, staff recommends that the  
assumptions and inputs for traffic data should be those recommended 
by BellSouth except as modified by staff’s recommendation in Issue 
7 ( 0 )  - switching costs and associated variables. 
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ISSUE 7 :  What are the appropriate assumptions and inputs f o r  the 
following items to be used in the  forward-looking recurring UNE 
cost studies? 

(9) signaling system costs; 

RECOMMENDATION: For purposes of this study, the assumptions and 
inputs used for signaling systems that-were provided by BellSouth 
should be accepted. (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs t h a t  should be 
used in the development of forward-looking recurring costs are 
those set forth in t h e  cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v). 

SPRINT: Sprint has a position only on the following Issue 7 items: 
7 ( a )  , ( f )  , (i) I (j)and ( s )  - 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: The Signaling System 7 ( S S 7 )  signaling network is 
separate from t h e  voice network. It provides f o r  call setup and 
query messaging. The use of BellSouth's regional SS7 network, 
called the Common Channel Signaling Network ( C C S 7 ) ,  will enable an 
ALEC to provide signaling without using its voice network. As a 
result, quicker c a l l  setup and disconnect can be achieved. 
Additionally, it enables query messaging to various databases, such 
as LIDB, 800, Calling Name (CNAM), and Advanced Intelligent Network 
(AIN) service. (EXH 9 5 ,  Cost Study documentation, Section 6, p .  53) 

BellSouth witness Caldwell describes the  manner in which SS7 
was modeled in the current study. 

[TI he Signaling System 7 ( 'SS7") Price Calculator, 
determines the unit costs associated with BellSouth's SS7 
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network. This price calculator calculates t he  vendor 
prices for the equipment and facilities deployed in the  
[sic] BellSouth's regional 557 signaling network. (TR 
127) 

She explains t h a t  the per unit material prices are developed 
by dividing material prices for SS7-related equipment by the total 
annual o c t e t s .  (TR 128) She continues t h a t  the study components 
consist ot' Gateway Signal Transter Point (STPj pzirs, Local STP 
pairs, BellSouth signaling links, t he  Link Monitoring System (LMS) 
and the integrated Digital Service Terminals (IDSTs). (TR 127; TR 
142) 

ANALYS I S 

Beyond the description provided by witness Caldwell, no party 
addressed BellSouth's modeling techniques for the signaling 
systems. Availability of the systems is discussed i n  Issue 5. 

The UNE rate elements associated with signaling are per call 
s e t u p  (ISUP) and per Transaction Capabilities Application Part 
(TCAP) message. (EXH 9 5 ,  Cost Study documentation, Section 6, pp. 
53-54) While no party challenged the modeling methodology used by 
BellSouth, t h e  proposed rates may be impacted by changes in o t h e r  
inputs, such as changes in cost  of capital, which impact the rates 
overall. 

CONCLUSION 

staff recommends that, for purposes of this study, the 
assumptions and inputs f o r  signaling systems that were used by 
BellSouth should be accepted. 
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ISSUE 7: What are t h e  appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring U"E 
cost studies? 

(r) transport system costs and associated variables; 

RECOMMENDATION: The appropriate assumptions and inputs for 
t ransport  system costs and associated variables that should be used 
in the forward-looking UNE cost studies in this proceeding are 
those included in the cost studies filed by BellSouth. (Lee) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the  development of forward-looking recurring costs are 
those set f o r t h  in the cost  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v). 

SPRINT: Sprint has a position only on the following Issue 7 items: 
7 ( a ) ,  ( f ) ,  (i> , (j) and ( S I .  

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS : In its simplest definition, transport system 
costs and associated variables refer to t h e  costs of transport 
between wire centers I I t  is commonly known as interoffice 
transport. While Sprint originally filed testimony rebutting 
BellSouth's transport system costs and associated variables, 
Sprint's final position does not take issue with BellSouth's 
proposals. 

BellSouth's witness Caldwell described how BellSouth developed 
its transport system cost inputs: 

Transport costs incorporate t h e  forward-looking 
Synchronous Optical Network (SONET) architecture in 
determining network design and subsequent costs. Inputs 
to this calculation reflect BellSouth-specific costs for 
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Florida. They include fill factors, SONET material 
prices, number of nodes on a ring, air-to-route fac tor ,  
and the mix of aerial, underground and buried fiber in 
the interoffice transport. (TR 128) 

Sprint's witness Cox explains that transport of the unbundled 
Interoffice Transmission Facilities is composed of two basic 
network components: terminals and fiber cable. (TR 3199) Terminals 
are the equipment housed at the cent ra l  Gffice locations, which 
serve as entry and exit points for telecommunications traffic to be 
moved between interoffice points in the network. (TR 3199-3200) 
Additionally, the fiber transport routes in a forward-looking 
network are constructed in a ring design, which provides route 
diversity meaning that in the event of a fiber cable cut, or 
terminal node failure, the traffic is automatically rerouted over 
t h e  remainder of t h e  ring. (TR 3 2 0 0 ,  3208) 

Witness Cox explains that the development of interoffice 
transport system costs should utilize/recognize the following 
items, which he agrees BellSouth has included in its cost studies: 

Fiber  optic cable 
Fiber tip cable 
Fiber patch panel 
Fiber optic terminals ( O C - 3 ,  O C - 1 2 ,  and O C - 4 8 )  
OC-3  cards 
OC-12 cards 
DS-3 cards 
DS-1 cards 
Installation cos t  
Capacity 
Utilization factors 
Pole and conduit factors 
Annual charge factors 
Aerial, buried, underground mix (TR 3203-3204) 

Additionally, witness Cox agrees with BellSouth that the 
associated variables to be considered with transport system costs 
include traffic volume, terminal bandwidth, and distance. He 
asserts that the largest single determinant in t he  unit cost of a 
DS1, DS3, OC3, or OC12 transport circuit, is the vo1ume of traffic 
transmitted over a specific transport route. This volume of 
traffic, or demand, determines both the  appropriate capacity sizing 
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of the terminal equipment and fiber cable and defines the units 
over which these cos ts  are spread. (Cox TR 3204-3206) 

The volume of traffic that can be carried over fiber is a 
function of the optical terminal's bandwidthlcapacity ( O C 3 ,  0 C 1 2 ,  
O C 4 8 )  placed on the fiber ring. The same traffic volume that 
drives the unit cost of the terminals is also a major determinant 
in the t ranspor t  unit cost of the fiber. A s  with terminals, the 
more traffic that a specific transport route carries, the lower the 
unit cost of a DSO, DS1, DS3, O C 3 ,  or OC12 on that route. (Cox TR 
3205-3206) 

Regarding distance, witness Cox testified that as t h e  distance 
around a transport ring increases, more fiber cable must be placed, 
thereby increasing the cost of bandwidth on that ring. The 
potential for multiple SONET rings to transport traffic between 
certain end offices is unavoidable due to ultimate capacity 
constraints of terminal equipment. Additionally, there is the need 
to construct fiber rings that link the predominant communities 
which originate and terminate the largest volumes of traffic on any 
given ring. (TR 3206-3207) 

Sprint's only concern with BellSouth's inputs for interoffice 
transport and associated variables appears to relate to the issue 
of geographic deaveraging. (Cox TR 3222; Dickerson TR 3139-3145) 
However, Sprint was the only party i n  t he  proceeding advocating the 
deaveraging of switching and interoffice transport, but abandoned 
that position in i ts  brief. (BR 10) This being the case, there is 
no opposing position between the parties on interoffice transport 
inputs. Lacking any evidence to the contrary, staff therefore 
recommends that BellSouth's inputs be adopted for the purpose of 
this instant proceeding. 
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cos t  studies? 

( s )  loadings; 

RECOMMENDATION: Staff recommends that UNE rates be set using 
BellSouth's loading factors shown on Tables 7 ( s )  1-3. In order to 
determine the magnitude of discrepancies between using loading 
factors as opposed to a bottoms-up approach for cable placements 
and associated structures, staff recommends that BellSouth be 
ordered to refile the BellSouth Telecommunications Loop Model 
(BSTLM) within 120 days of the date of the order in this 
proceeding. The revised model should explicitly model a l l  cable 
engineering and installation placements and associated structures. 
Thereafter, an expedited hearing should be scheduled to address 
whether revisions and true-ups are warranted to the loop rates the 
Commission sets in this instant proceeding. The refiling should 
include a l l  BellSouth assumptions used in developing the cable 
placements, the basis and source data f o r  the revised input values, 
and a clear identification and listing of a l l  input values. ( L e e ,  
Lester) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) to (v). 

FCCA ALECS: The Commission should reject BellSouth's use of linear 
loading factors and use  actual ILEC material investment inputs. 

SPRINT: 7 (s) \\ [L] oadings" should be developed on a forward-looking, 
geographic-specific basis. The method BellSouth uses to apply 
loadings distorts the cost variances between urban and rural wire 
centers and relies upon linear relationships that do not exist in 
the real w o r l d .  

TIME WARNER: Adopts FCCA ALECs' position. 
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STAFF ANALYSIS: Annual cost factors are translators used to 
determine the annual recurring cost associated with acquiring and 
using equipments. When an investment is multiplied by an annual 
cost factor, the product reflects the annual recurring cost 
incurred by the company. There are basically two types of cos ts  
associated with an investment, capital-related costs and operating- 
related costs. (Caldwell TR 1160) One group of inputs that 
significantly impacts costs is loadings. BellSouth applies loading 
factors as multipliers on per unit material investments to arrive 
at a total installed ready-for-service cos t .  (Caldwell TR 1267; EXH 
61 p. 895) 

BellSouth's witness Caldwell explained the term "loadings": 

These factors are designed to augment calculated material 
prices to account for additional costs that are difficult 
to ascertain on an individual, element-specific basis. 
Thus, BellSouth develops mathematical relationships 
between the material prices and the additional labor 
expense, miscellaneous material, and support structures 
to capture the total cost BellSouth will incur on a 
going-forward basis. (TR 1157) 

The BellSouth Cost Calculator (BSCC) is the mechanism that 
performs the mathematics in applying the inflation factors, support 
loadings, annual cost f ac to r s ,  labor rates, tax factors, and shared 
and common factors to the material price inputs. (Caldwell TR 1152) 
Additionally, to ensure consistency between studies, the BSCC 
warehouses the annual cos t  factors, labor rates, loading factors, 
and inflation factors. (Caldwell TR 1152) 

BellSouth's cost study uses essentially four types of 
loadings: In-Plant (In-Plants) , Loadings, Miscellaneous Factors, 
and Right-To-Use (RTU) Fee. In-plant factors include material and 
telco loading representing the installation or placement of t h e  
equipment and plug-in and hardwired equipment. Loadings includes 
structure loadings for poles, conduit, land, buildings, and central 
office equipment. Miscellaneous factors include Supporting 
Equipment and Power  (SE&P) and inflation. RTU fees 
the d i g i t a l  switching account. 

Witness Caldwell explains that a l l  loading 
calculated from BellSouth's accounting records and 
view of BellSouth's future additions in the various 

are unique to 

factors  are 
the projected 
accounts. (TR 
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1184) As such, these values reflect costs that an efficient 
provider would be able to expect to achieve on a going forward 
basis. (Caldwell TR 1184-1185) Further, the loadings are all 
Florida-specific except for land and building loadings associated 
with general purpose computers, which reflect regional loadings. 
(EXH 61, p .  30) According to discovery, this is because general 
purpose computer facilities perform computing functions for 
multiple s t a t e s  ra ther  than j u s t  the state where the facilities are 
actually located. (EXH 61, p .  31) 

According to the cost study methodology, BellSouth develops 
its loadings by converting historical investment levels into 
forward-looking average investment levels for the projected study 
period by (1) identifying t h e  1999 investment levels;(2) applying 
Current Cost/Book Cost ratios to develop current replacement 
investment; (3) adding projected annual ne t  additions to determine 
the forward-looking investment levels for each of the years 2 0 0 0 -  
2002; and (4) determining average forward-looking investment levels 
for the 2000-2002 study period. (EXH 95, Section 3) 

The Current Cost/Book Cost ratios represent weighted averages 
or composite Telephone Plant Indices (TPIs) of all existing 
historical vintages. (EXH 61, No. 103, p .  19) The current cost 
factors are developed from investment data  detailed by account, by 
state, for a l l  surviving vintages and are computed by dividing the 
current cost by the average book cost of a specific investment a t  
a given point in time. Current cost development includes the 
application of a relative index to investment data by vintages. 
That is, total investment by account at a given time is categorized 
by the year in which the investment was booked. The appropriate 
TPI for each year is applied to the corresponding vintage 
investment, and a l l  vintage investments are totaled for the 
account. This total is the current cost of the account .  The 
current cost of t h e  account is then divided by the total book cost 
to produce the  Current Cost to Book Cost Ratios. (EXH 61, p .  947)  

The D a t a  ALECs, the FCCA ALECs, Time Warner, and Sprint assert 
that BellSouth's loadings are linear and, as a consequence, distort 
the installation investment between urban and rural w i r e  centers. 
(Donovan/Pitkin TR 2140-2141, 2188; Dickerson TR 3131) They argue 
that the dist-ortion is of particular concern when UNE prices are 
deaveraged, as deaveraging serves to magnify the distortion. 
(Donovan/Pitkin TR 2188-2189; Dickerson TR 3131)  Additionally, the 
FCCA ALECs proffer that the distortion is a l s o  a concern for UNEs 
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associated w i t h  higher bandwidth capacity which receive a 
disproportionate amount of installation investment. (FCCA BR 55) 

1. In-Plants 

In-plant loadings are account -specific f a c t o r s  that add 
engineering and installation labor and miscellaneous equipment to 
the inflation-adjusted material price and/or vendor installed price 
( E F & I ) .  f n  other words, in-plants convert a material price t o  an 
installed investment in t h e  BellSouth Cost Calculator (BSCC) . 
(Caldwell TR 1157-1160; EXH 95)  The factors are developed based on 
BellSouth-specific information on the state l eve l .  (Caldwell TR 
102) The individual components of installation and placement are 
not explicitly identifiable. (EXH 6 1 ,  pp. 17 ,  159-162, 166-167) 

Table 7 ( s ) - 1  on t h e  following page shows BellSouth’s proposed 
in-plant loading factors: 

- 3 0 5  - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6 ,  2 0 0 1  

Plug-  In 
Inventory 

Buildings 
Motor Vehicles 
Aircraft 

Table 7 ( s )  -1: In-Plant Factors  
Account I In - l? 1 ant k ' a c  tors It 

Plug- 
In Hardwired Material TELCO 

Pay Telephone 
Other T e r m i n a l  Equipment 
Poles 

(Source: EXH 95, IPlntOSP.xls, IplntCOE.xls, HWP198CL.xls) 

BellSouth's witness Caldwell explains t h a t  the concept of an 
in-plant loading f a c t o r  is  t o  capture t he  costs necessary t o  
engineer, install, and get t h e  plant ready f o r  service. (TR 1161, 
1266;  EXH 8 1 ,  p .  113)  The factor is essentially a multiplier to 
the material investment and is theoretically based on the ratio of 
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t h e  1998 material prices and the additional costs f o r  labor, 
miscellaneous material, and support structures, to capture the 
t o t a l  cost BellSouth will incur on a going-forward basis. (Caldwell 
TR 101-102, 1157, 1234-1235, 1 2 6 7 )  T h i s  captures the actual 1998 
placement costs by category type (i .e. , telco plant labor, t e l c o  
engineering, vendor engineering, vendor installation, exempt 
material, and non-exempt material) for a given type of cable (fiber 
or copper, aerial, underground, or buried). (Caldwell TR 1236, 
1266; EXH 61, pp. 159, 162) Drop terminals for line s i z e s  below 
100 pairs are included as exempt material. (Caldwell TR 1183) For 
these reasons, BellSouth contends that the use of loading factors 
is representative of the broad range of activities and costs 
required to install cable in a variety of locales and under a 
variety of conditions. (EXH 61, p. 212) 

An implicit assumption i n  using ratios is t h a t  if any 
component changes over time, e . g . ,  by inflationary or deflationary 
forces, then all components will change in a like fashion. Since 
the change would appear in both the denominator and the numerator 
of the r a t i o ,  BellSouth claims that the ratio itself would remain 
relatively unchanged. BellSouth asserts that this relationship is 
indicative of future expenditures. (EXH 61, p .  887) 

BellSouth identifies four types of in-plant loadings it 
applied to the inflated material cos t :  (1) material, (2) telco, (3) 
plug-in, and (4) hardwire. (Caldwell TR 1158) Witness Caldwell 
explains that the material loading is applied to a material price, 
the telco loading to the vendor-installed investment, t h e  plug-in 
loading to the  deferrable plug-in and common plug-in material 
prices, and the hardwire loading to the hardwire portion of an 
equipment material price I (TR 1158) 

Material and Telco 

BellSouth’s material in-plant factors are account specific 
ratios of total installed investments divided by capitalized 
material costs. The  numerator includes plant labor .  (EXH 61, p. 
787) Data sources for material and telco loadings are t he  1998 
State and Local Sales Taxes, Resource Tracking Analysis and 
Planning (RTAP) System, and Special Report/File 542-1998 
Investments. (EXH 61, p -  887) BellSouth asserts that this data 
captures total construction activity as actually experienced by 
BellSouth. As a consequence, it is representative of the broad 
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range of installation activity and costs in a variety of locales 
and under a variety of conditions. (EXH 61, p. 212, EXH 81, p .  ? ? )  

BellSouth’s witness Caldwell notes that manhole costs are  
incorporated through the conduit loading factor. (See Supporting 
Equipment loadings discussion) The manhole placement cos ts ,  
however, are considered in the in-plant factors associated with 
underground cable. (Caldwell TR 1179-1180) 

BellSouth contends that its implant fac tors  produce 
representative cost results when viewed from a total cable 
placement basis and any distortions from a “size of cable placed” 
are minimal since it places very few large cables. (EXH 61, p .  217) 
For this reason, BellSouth chose to use a loading factor rather 
than applying explicit placement, structure, and engineering 
related investments to t he  network built in the BSTLM. 

. The primary criticism of the Data ALECs, FCCA ALECs, Sprint, 
and Time Warner regarding BellSouth’s loading factors to account 
for engineering and installation cos ts ,  are that they are linear 
and distort cost relationships between rural and urban areas. This 
is of particular concern, t h e  witnesses advocate, in a proceeding 
where rates are being deaveraged. (Dickerson EXH 108, p .  36; 
Donovan/Pitkin EXH 8 7 ,  p .  1 6 )  

0 
As Sprint’s witness Dickerson asserts:  

The BSTLM has the ability to apply the  actual engineering 
placement, and structure, related investments to the 
network built in BSTLM, but BellSouth has chosen not to 
use its model‘s full capability. As a result, the costs 
are inaccurate. BellSouth should, therefore, be required 
to modify its costing methods to more accurately reflect 
its actual experience. (Dickerson TR 3131) 

Along the same lines, AT&T Communications of the Southern 
States, Inc. and WorldCom’s (AT&T and WorldCom) witnesses Donovan 
and Pitkin assert: 

While the BSTLM is designed to calculate the total loop 
investment required to provide the various loop elements, 
BellSouth disabled many of these features and instead 
used the BSTLM to calculate only t h e  material investment 
associated with the loop elements. BellSouth’s filing 
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then applies a series of factors to these material 
investments, f o r  engineering and installation costs, in 
order to derive total installed investment. 

BellSouth's factor approach to calculating installed 
investment distorts the ac tua l  investment required by 
assuming that engineering and installation costs are 
directly proportional to the material costs. (Emphasis in 
original. ) (Donovan/Pitkin TR 2140) 

AT&T and WorldCom's witnesses Donovan and Pitkin and Sprint's 
witness Dickerson assert that BellSouth's loading factors are 
linear and essentially assume that engineering and investment costs 
are directly proportional to material prices. (Donovan/Pitkin TR 
2140-2144; Dickerson TR 3131) During cross examination, 
BellSouth's witness Caldwell argued that if the material price of 
a 2400-pair cable is 20 times greater than the material price of a 
25-pair cable, the BellSouth cost model assumes that the 2400-pair 
cable has 20 times more installed investment-related costs than the 
25 pair cable, even though it may not cost 25 times more to install 
the smaller cable. (Caldwell TR 1267) 

In response to AT&T and WorldCom's criticism that in-plant 
factors overstate the cost of l a rge r  sized cables, BellSouth's 
witness Caldwell claims: 

While the relationship of the combined costs of 
installation labor, exempt material, sales t a x  and 
engineering to total material cos ts  may not be perfectly 
linear, the use of in-plant factors produces 
representative cost results when viewed on a total cable 
placement basis. While the use of in-plant factors may 
-potentially overstate, to some degree, the c o s t s  for 
large s i z e  cables, Mr. Donovan and Mr. Pitkin 
conveniently disregard the fact that if one believes that 
in-plants overstate the cos t  of large sized cables, then 
the corollary is also true; L e . ,  t h a t  in-plants 
potentially understate, to some degree, the costs for 
small size cables. (TR 1234) 

Sprint's witness Dickerson asserts that while loadings for 
engineering, installation, poles, and conduit are certainly a 
necessary par t  of the cost of a loop, the method BellSouth uses to 
apply the loadings totally distorts the cost variance between urban 
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and rural wire centers. (TR 3131) Witness Dickerson explains that 
BellSouth’s in-plant factors are developed using state level 
relationships applicable to a l l  investments. (TR 3130) Applying a 
generic markup to material investment, regardless of density or 
geography, results in an overstatement of costs in higher density 
urban areas and an understatement of costs in rural areas. 
(Dickerson TR 3131-3133, 3146) 

BellSouth agrees that application of linear loading factors 
produces a distortion in installation investment; t h e  only issue i s  
t h e  degree of such distortion. (Caldwell TR 1267) BellSouth’s 
witness Caldwell and AT&T and WorldCom’s witness Pitkin both agree 
t h a t  the distortion is particularly acute in urban areas, which 
tend to have bigger cables (and thus are assigned 
disproportionately higher installed investment amounts). (Caldwell 
TR 1 2 6 8 ;  Donovan/Pitkin TR 2184) AT&T and WorldCom’s witness 
Pitkin argues that the distortion is a particular concern when W E  
prices are deaveraged, as deaveraging magnifies the distortion in 
the urban areas .  (Donovan/Pitkin TR 2188-2189) Additionally, he 
argues that the distortion is also of particular concern for UNEs 
associated with higher bandwidth capacity that tend to have higher 
cost equipment, and also receive a disproportionate amount of 
installation investment when loadings are applied. (Donovan/Pitkin 
TR 2153, 2 1 9 0 - 2 1 9 1 ,  2 1 9 4 )  

The Data ALECS’ witness Murray asserts that cable installation 
costs exhibit economies of scale because the cost to install larger 
cables should not differ substantially from the cost of installing 
smaller cables. In other words, on a per-pair basis, witness 
Murray opines that installing a 3,000-pair copper cable is much 
less  expensive than installing a 25-pair cable. (TR 2501-2502) To 
the contrary, however, BellSouth’s in-plant factors assume 
installation costs will increase in direct proportion to the 
increased investment in those cables. (TR 2140) 

AT&T and WorldCom’s witnesses Donovan and Pitkin assert that 
it is essential to recognize that in this proceeding, rates are 
being deaveraged. Thus, overstatements and understatements will 
not average out but will result in skewed cost-based rates that 
will not reflect BellSouth’s cost in each zone. (Donovan/Pitkin TR 
2188-2189) T h e  distortion w i l l  inflate the cos ts  and investments 
attributed to the higher-density zones and understate them in the 
lower-density zones. (TR 2188-2189) Because r a t e s  are being 
deaveraged, the use of any average multipliers will distort the low 
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end and the high end. 
a subsidy on a different geographic level. (TR 2188) 

The use of an average multiplier will create 

In response, BellSouth believes that in-plants give as good a 
result as using the direct placement feature of the BSTLM as 
suggested by intervenors. (EXH 81, pp. 114-116) Bel 1 South s 
witness Caldwell explains that an in-plant factor is going to be 
the average across the investment dollars. (EXH 81, p .  114) The 
BSTLM is placing predominantly 25-pair cables in the distribution 
network. (TR 1235) Additionally, BellSouth is actually placing in 
the network predominantly 25-pair cables. (TR 1234) Witness 
Caldwell, therefore, believes there's a good correlation between 
the BSTLM results and BellSouth's network. In terms of getting 
better data, witness Caldwell is not sure explicit placement values 
would yield a more accurate number. (EXH 81, p .  115) 
Notwithstanding this, BellSouth asserts that , at this point, 
BellSouth doesn't have the requisite engineering and installation 
information available to explicitly input f o r  every cable, all 
poles, essentially every piece of equipment included in the model. 
(EXH 81, pp. 115-116) Witness Caldwell asser ts  there is a l o t  of 
underlying data that is required t o  populate the model and 
BellSouth hasn't assembled it at this point and time. (EXH 81, p .  
115) Therefore, witness Caldwell argues t h a t  BellSouth's in-plant 
loadings are m o r e  accurate than using the BSTLM capability to 
account for installation and placement costs because there is 
nothing else available at this time. (EXH 81, p .  115) 

Sprint's witness Dickerson asserts that the application of 
BellSouth's outside plant in-plant factors overstates the "per 
pair" cost of wire centers in higher density areas and understates 
the \\per pair" cost  of wire centers in rural areas. Also, witness 
Dickerson implies that BellSouth makes no distinction between the 
type of facility being studied; therefore, engineering and 
installation costs are loaded equally to fiber and copper. ( T R  
3131-3136) F u r t h e r ,  witness Dickerson asserts that BellSouth's use 
of in-plants causes projected installation costs to vary linearly 
with t h e  number of pairs placed. (TR 3135-3136) 

BellSouth witness Caldwell responds by stating that BellSouth 
developed unique in-plant factors for each t ype  of cable based on 
costs incurred during 1998 in cable placements. Therefore, 
engineering and installation costs are not loaded equally to all 
loops, ignoring the type of cable, fiber or copper. (Caldwefl TR 
1236-1237) BellSouth argues it developed unique in-plant factors 
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for each type of cable .based on costs incurred during 1998. 
Therefore, BellSouth does not load engineering and installation 
costs equally to all loops. Additionally, because BellSouth's in- 
plant factors convert a material cost into a fully installed, 
ready-for-service cost, they do not vary linearly with the number 
of pairs, but with the material costs of the specific cable type. 
BellSouth claims that whatever distortions f r o m  a wire center 
density or size of cable placed perspective, they are minimal. 
(Caldwell TR 1235-1237) 

BellSouth asserts that actual cable placements generated by 
the BSTLM, basically follow somewhat of a bell-shaped curve with 
t h e  great preponderance (over 75%) of cable placements affecting 
only X - p a i r ,  50-pair, lOO-pair, and 200-pair cable placements. 
(EXH 93, (DDC-10)) The BSTLM assumes that 56% of the cable placed 
in Florida will be 25 or 50-pair cable. Only 18% of the  placing 
assumed will be 400-pair or larger. (TR 1235-1256) As a result, 
BellSouth claims that the in-plants are used against the smaller 
cable s i z e s ,  indicating a minimal disparity rather than that 
proffered by t h e  other parties. (Caldwell TR 1256) Additionally, 
witness Caldwell notes that the 1998 historical data, upon which 
BellSouth's in-plants a r e  based, reflects that only 20% of 
BellSouth's 1998 placements related to cable sizes of 400-pair and 
larger. (TR 1234) 

0 
BellSouth's in-plant factors are  theoretically based on the 

composite total installed and material costs for the universe of 
cables placed in 1998. Further, the network placed by the BSTLM 
assumes a greater incidence of small cable placement, L e . ,  42% of 
the placements relate to 25-pair cable. Only about 18% of t h e  
placements relate to cable sizes of 400-pair and larger .  Thus, if 
the theory advanced by AT&T and WorldCom's witnesses Donovan and 
Pitkin are true, witness Caldwell argues BellSouth has understated 
t h e  cost  of its copper network since the BSTLM has projected a 
greater percent of small cable placements than what was used to 
develop the factors. (Caldwell 1234-1235) 

AT&T and WorldCom and Sprint witnesses argue that even if 
BellSouth's embedded plant has 1 2 %  25-pair cables and 20% over 4 0 0 -  
p a i r  cables, the network that the model constructs will probably 
place the  20% larger cables in a Miami type area that has 
sufficient density to justify those cables and 25% will be in the 
m o r e  rural areas.  AT&T and WorldCom's witness Donovan asserts: 
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If we were talking about developing statewide average 
r a t e s ,  it could be appropriate. But because we are 
deaveraging, it is wrong to assume you're going to have 
the same mix of 25-pair cables and 4,200-pair cables 
throughout every wire center and every density zone. You 
are overstating the costs in higher-density zones and 
understating t h e  costs  in lower-density zones so this is 
not a balancing-out exercise. (EXH 87, pp. 15-16, 28) 

Sprint's witness Dickerson notes that using t h e  exact uniform pair 
investment across all wire centers completely distorts cost 
relationships between rural and urban areas .  (EXH 108, p .  3 5 )  

AT&T and WorldCom's witnesses Donovan and Pitkin advocate the 
use of Standard Time Increments (STIs) in lieu of in-plant factors 
for developing installation costs. While BellSouth's STIs are 
available, witness Caldwell asser ts  that such an approach should 
only be used in an environment where detailed engineering 
information is available for t h e  specific network segment being 
installed. Witness Caldwell proffers that the BSTLM does not 
contain all of the necessary engineering criteria; and if STIs w e r e  
employed, numerous assumptions would have to be m a d e  based on 
typical situations or probable occurrences. Additionally, witness 
Caldwell believes that the cost results would be subject to the 
same frailties that witnesses Donovan and Pitkin criticize in the 
use of BellSouth's in-plant process. Witness Caldwell surmises 
that BellSouth's in-plant factors produce representative cost 
results when viewed from a total cable placement basis, and 
whatever distortions may be present from a " s i z e  of cable placed" 
perspective are minimal. (Caldwell TR 1235-1236) 

In using STIs, witness Caldwell asserts there likely exists a 
standard time to perform some activity such as splicing a pair, but 
other activities such as opening t h e  manhole, cleaning the manhole, 
putting cable in, pulling the cable, and splicing the cable would 
have to be clearly identified and a S T I  assigned. Additionally, 
BellSouth would need to assume how many manholes, how many cables, 
etc. Witness Caldwell knows of no source f o r  the STIs f o r  every 
activity, not including t h e  engineering of the loops. However, she 
did acknowledge that BellSouth has not conducted a time and motion 
study of any of the above activities. (EXH 81, pp- 129-130) 

BellSouth argues that the alternative advocated by the other 
parties is not  reasonable. BellSouth claims that it does not have 

- 313 - 



DOCKET NO. 990649-TP  
DATE: A P R I L  6 ,  2001 

readily available all of the detailed information necessary to 
populate the BSTLM in lieu of using in-plant factors and other 
loadings. (Caldwell TR 1405-1406) Additionally, BellSouth argues 
that the assumptions that would have to be made to implement such 
a solution are subject to the same frailties by which the parties 
complain in us ing  the in-plant factors. (Caldwell TR 1 2 3 6 )  

Witness Dickerson asserts that BellSouth's in-plant loadings 
result in inaccurate costs because the factors apply a generic 
mark-up to material investment and do not consider density or 
geographic differences. (TR 3148) In response, BellSouth witness 
Caldwell states that BellSouth believes the use of in-plant factors 
produces results fairly representative of the cables that are being 
placed in t h e  individual loops.  (TR 1236) The concept of the  in- 
plant factor is to capture the amount needed to convert every 
dollar of material into an investment, installed to provide 
service. (TR 1269) Witness Caldwell asserts that, in terms of 
representing any type of density or geography, the individual or 
the underlying material prices are based upon wire center-specific 
data that conceivably consider that information. (EXH 81, p .  113) 

Witness Dickerson argues that in any given section of cable, 
the cost to engineer or install a 400-pair cable is not four times 
the cost to engineer and install a 100-pair cable. Likewise, the 
cost to engineer and install a 3,200-pair cable is not 32 times 
that of a 100-pair cable.  Witness Dickerson explains that there is 
a small incremental time difference for the engineer to note the 
additional cable pair counts and their connectivity. However, 
because BellSouth applies a common in-plant factor per unit, the 
indication is that the installation costs are four times and 
thirty-two times greater. (TR 3132-3133) 

Additionally, witness Dickerson explains that the engineer 
normally starts with a records review, which may be accompanied by 
a field location visit, to determine the type of terrain across 
which the plant will be placed, any obstacles or external 
conditions that must be taken into account, and the basic route, 
type, and size of the facility. (TR 3132) Witness Dickerson 
asserts that these work functions are generic to any size or type 
of cable. (TR 3132-3134) Witness Dickerson opines that the 
engineer will consider such items as whether streets must be opened 
or bored under, whether rock or difficult soil will require 
different placement techniques, whether a water obstacle is 
p r e s e n t ,  and ultimately whether new cable should be placed as 
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underground, buried, or aerial plant. (TR 3132) According to 
witness Dickerson, the density of the area has a large impact on 
t h e  number and types of obstacles present. Finally, witness 

. Dickerson concludes that this activity does not vary with the 
number of circuits being placed, but rather with the number and 
types of cable  sheaths that are determined necessary. (TR 3132) 

Further, witness Dickerson asserts that cable construction 
work requirements do not vary directly with the number of pairs or 
fibers except for any splicing. (TR 3135) Because BellSouth's 
model logic applies an installation factor to the unit cost, 
witness Dickerson argues that the resulting installation costs vary 
linearly with the number of pairs placed. (TR 3135) He explains: 

For example, that logic would propose that a 2400 pair 
cable has 96 times the installation cost of a 25 pair 
cable. That is not how installation costs vary. For 
example, Sprint's ae r i a l  cable construction cost variance 
from the smallest ( 6  pair) to largest (1800 pair) cable 
increases only 93%. 1.93 times is a long way from 96 
t i m e s .  In another example, both 25 pair and 2400 pair 26 
gauge underground cables fit i n t o  a four inch diameter 
conduit. The work operations to install both cables 
including clearing and setting up t h e  manholes, rodding 
the ducts, and pulling the cables are exactly the same. 
The application of an installation loading to a unit 
cost, L e .  a linear cost per pair relationship, is flawed 
and should be rejected. (Emphasis in original) (TR 3135- 
3136) 

Finally, witness Dickerson argues that BellSouth's application 
of a l inear  structure cost per cable pair, regardless of the 
geographic location, fails to reflect customer density which is one 
of the most basic and significant drivers of geographic loop cost  
variances. Customer density equates to cable s i z e  and yields 
tremendous economies of scale on per loop structure costs in highly 
dense urban areas versus sparse rural areas. The result is 
overstated prices f o r  unbundled loops in BellSouth's urban markets 
where the demand for unbundled loops is the greatest. (TR 3138) 

In orde r  f o r  accurate deaveraged prices for unbundled loops to 
be set, witness Dickerson asserts that BellSouth's loop cost 
studies must be modified to r e f l ec t  structure cos t  loadings that 
follow from increasing customer densities and cable sizes in 
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BellSouth’s urban areas to decreasing customer densities and cable 
sizes in rural areas. (TR 3139) 

Both witness Pitkin and witness Dickerson conclude that 
BellSouth‘s application of an installation loading to a unit cost, 
i.e., a linear cost per pair relationship, is flawed and should be 
rejected. While Sprint makes no specific recommended adjustments 
to BellSouth’s fiber and metallic cable costs to account for the 
linear loading problem, witness Dickerson recommends that BellSouth 
be required to develop its structure cost inputs utilizing the  
capability of the BSTLM on a cable sheath basis, not on a per pair 
basis. (EXH 108, p. 37) While witness Dickerson recognizes that 
the Commission is not in an optimal position, he asserts: 

It’s unfortunate that BellSouth chose to develop their 
costs in an erroneous manner, but I don’t think we can 
overlook it or back away from it because of the work that 
would l i e  ahead to correct the problem, unfortunately. 
(EXH 108, p .  3 7 )  

In the meantime, witness Dickerson suggests that interim rates 
be established, subject to true-up, until a new cost study is 
filed, reviewed, and analyzed. He suggests that there may be some 
logic to use the inputs adopted in the universal service proceeding 
as a basis for determining interim rates. (EXH 108, p .  3 8 )  

The FCCA ALECs recommend that the Commission rely on the 
material and unit prices it adopted by Order No. PSC-99-0068-FOF-TP 
in Docket No. 980696-TP (USF proceeding). (Donovan/Pitkin TR 2139) 
Witnesses Donovan and Pitkin recommend that BellSouth’s in-plant 
factors be fixed by setting the material multiplier to 1.0 and 
inputting a corrected installed cost directly into the model for 
each one of the cable types and pair sizes. For simplicity sake, 
however, the witnesses recommend the same input costs the 
Commission adopted in the U S F  case. (TR 2143) Sprint’s witness 
Dickerson recommends that BellSouth be required to use t h e  BSTLM 
capability to account for engineering and installation costs  rather 
than using implicit linear loading factors that distort costs on a 
geographic basis. (TR 3149) 

BellSouth’s witness Caldwell acknowledges that the Commission 
rejected the use of linear loading factors in Order No. PSC-99- 
0068-FOF-TP, Docket No. 980696-TP. (Caldwell TR 1271-1272, 1277) 
Therefor, because of the inflation factor as well as the linear 
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loading factor issue, the Commission adopted actual ILEC material 
investment inputs. (Caldwell TR 1274; Donovan/Pitkin TR 2142) AT&T 
and WorldCom’s w i t n e s s  Pitkin asserts that the Commission should 
remain consistent with its USF decision on the linear loading 
factor issue and reject the use of such factors in the development 
of UNE costs. (TR 2193) 

Further, BellSouth proffers that AT&T and MCI’s proposed 
solution, to use selective BenchMark Cost Proxy Model (BCPM) inputs 
adopted by the Commission in i t s  USF proceeding, is no solution. 
(Caldwell 1256) BellSouth’s witness Stegeman explains that the 

BCPM was designed as a universal service model. As a result, 
inputs w e r e  established from the standpoint of developing the 
engineering practices and resulting costs of the most efficient 
provider in Florida and t h u s  did not and still do not represent 8ST 
in Florida. In addition, he argues that d i rec t ly  transferring 
inputs from a universal service cost model (BCPM) to an unbund-led 
network element model (BSTLM) should only be done by considering 
t h e  basis for the inputs, their inter-relationships, and the 
engineering practices reflected by each unique model. (Stegeman TR 
1510) 

BellSouth states that it analyzed all of the  BCPM inputs 
adopted in the USF proceeding, brought them up to date, and 
converted them into inputs to the BSTLM to t h e  extent practicable. 
(Caldwell TR 1414-1415; Stegeman TR 1509-1512) BellSouth’s witness 
Stegeman explains that in certain instances where BCPM inputs were 
not available or t oo  difficult to translate (Digital Loop Carrier 
(DLC)  and S O N E T ) ,  BellSouth used the BSTLM. The results of this 
analysis are as follows: 

BCPM with Comm.ission inputs $892 
BSTLM with BST inputs 852 
BSTLM with BCPM inputs 832 
BSTLM with ATT/MCI inputs 436 
(Stegeman TR 1512; Caldwell TR 1414-1415; BR 5 8 )  

These results, BellSouth claims, demonstrate that BellSouth’s 
use  of in-plant factors is reasonable, contrary to t h e  selective 
use of BCPM inputs advocated by AT&T and MCI. (BR 58) 

Another point made by BellSouth‘s witness Caldwell is that 
Universal Service funding is designed to set a subsidy level for 
a l l  providers, while the UNE proceeding is designed to set 
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permanent rates for BellSouth. She notes that the FCC stated in 
its discussion of the use of forward-looking economic costs with 
respect to U S F ,  that "long run, forward-looking economic cost best 
approximates the costs that would be incurred by an efficient 
carrier in the market." (TR 1224) With that objective in mind, t h e  
Commission issued its USF Order relying heavily on inputs from 
Sprint, considered by the Commission to be representative of an 
"efficient provider." (TR 1224-1225) On the other hand, BellSouth 
argues t h a t  the rates set  for UNEs should be set at a level that 
compensates BellSouth for the use of its network, not Sprint's. 
(Caldwell TR 1224-1225) In fact, t he  FCC's Third Report and O r d e r  
alluded to this difference; the "benchmark of forward-looking cost 
and existing network design most closely represents the incremental 
costs incumbents actually expect to incur in making network 
elements available to new entrants." (Caldwell, TR 1225) 

Plus-In and Hardwire 

BellSouth's hardwire and plug-in fac tors  were developed using 
hardwire and plug-in costs actually experienced during 1998 in 
placing 257C (DLC) equipment into service. The DLC placement costs 
are computed by multiplying the material by BellSouth's in-plant 
factors. The source data for determining these factors is 
BellSouth's Special report/File 542-1998 Investments. (EXH 61, p .  
9 5 0 )  

While AT&T and Worldcorn's witnesses Donovan and Pitkin 
recommend eliminating BellSouth's loading factors and utilizing 
inputs adopted in Docket No. 980696-TP,  they note that the BSTLM 
Digital Loop Carrier inputs are complex and do not lend themselves 
easily to use the inputs previously adopted. However, these 
witnesses, as well as the Data ALECs witness Murray, believe the 
engineering and installation costs for plug-in and hardwire 
equipment resulting from BellSouth's in-plant factors appear too 
high. (Donovan/Pitkin TR 2143-2144; Murray TR 2619) The witnesses 
estimate it takes 66.5 hours to engineer and install a complete 
pre-fabricated DLC unit, whereas BellSouth's in-plant factor 
implies 17% more time than t h i s .  (Donovan/Pitkin TR 2 1 4 4 )  For  this 
reason and the  fact that the DLC unit-cost inputs reflect material  
only, the witnesses state there is no other alternative in this 
proceeding than to develop and apply an in-plant factor. The 
factors for hardwired and plug-in equipment the witnesses recommend 
are 1.1-68 for hardwire equipment and 1.00239 for plug-in equipment. 
These factors are based on the ratio of installed investment to 
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material investment included in the HA1 Model which witnesses 
Donovan and Pitkin assert are reasonable. (TR 2143-2144) 

According to BellSouth, their factors capture the "real life" 
relationships of total in-plant costs to material costs that have 
actually been experienced in t h e  placement of DLC. (EXH 61' p .  155) 
It does not reflect some theoretical approach to installing a DLC 
system with "cook-book'' like engineering, placement, splicing, and 
testing components, but rather it reflects the real world 
experience of actually placing hundreds of these systems into 
service. (TR 1237-1238) 

BellSouth asserts that AT&T and WorldCom's witnesses 
Donovan/Pitkin's recommended plug-in and hardware factors do not 
resemble the rea l  world costs associated with the complete job of 
placing DLC i n t o  service. Where both parties agree on the relative 
portion of total costs related to engineering functions (about 3 
1/2% of total costs), witnesses Donovan/Pitkin approximate 
installation costs at about 6% of total installed costs, while 
BellSouth attributes more than twice that amount to installation 
activities. (Caldwell TR 1 2 3 8 ;  Donovan/Pitkin TR 2143-2144; EXH 
124, JCD/BFP 8 )  Additionally, BellSouth asserts that witnesses 
Donovan and Pitkin appear to have not included in-service costs 
such as s a l e s  taxes, right of way costs, license/permit fees, etc. 
Recognizing this, Bellsouth argues that the hardwire and plug-in 
factors derived by witnesses Donovan and Pitkin do not  represent 
the real costs associated with the complete job of placing DLC into 
service. (Caldwell TR 1237-1238) 

In-Plant Loadinq Factors Summarv 

As discussed previously, BellSouth's in-plant loading factors 
are applied to material costs, adjusted f o r  inflation. As such, 
the in-plant factors are linear - that is, no adjustment is made 
for size. 

Staff believes that BellSouth's use of linear loading factors, 
while easy for BellSouth to apply, can generate questionable 
results, especially in light of deaveraged rates. F o r  example, for 
26 gauge buried copper cable, actual material cost  as a percentage 
of total cost stays constant at about 14-6 percent no matter 
whether the cable is 1 2  pair or 4200 pair. This means that the 
total cost of this cable is always about seven times the actual 
material cost; thus, no economies of scale for exempt material, 
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engineering, or labor, for example, ever occur. It seems very 
unlikely to staff that there are  no economies generated as cable 
sizes grow larger. 

Bellsouth claims that whatever distortions may be present from 
a "size of cable placed" basis are minimal in the BSTLM since it 
places very few large s i z e  cables. (EXH 61, p .  217) However, staff 
agrees with the AT&T and WorldCom and Sprint witnesses that when 
deaveraging rates, inputs should be geographic-specific to avoid 
distortions in the costs of high density and low density areas. 
Unfortunately, staff finds itself in a quandary since geographic- 
specific engineering and placement information that would allow 
staff to populate the BSTLM is not in record evidence in this 
proceeding. Staff is reminded that Sprint testified that it had 
gathered this type of information to develop inputs on a per sheath 
basis. The f ac t  of the matter is that BellSouth simply chose not 
to use the BSTLM to account for placement costs because it believed 
the in-plant loading factor gives a representative cost based on 
the size of t h e  cables being placed. (EXH 81, p .  114) 

The FCCA ALECs believe that the Commission should reject the 
material inflation factor proposed by BellSouth, and adopt its 
material inputs from Order No. PSC-99-0068-FOF-TP, in Docket N o .  
980696-TP, (US proceeding) f o r  use in the BellSouth cost model. 
(FCCA BR p .  47) Regarding the inputs ordered in Docket N o .  980696- 
TP BellSouth stated: 

m 
BellSouth did not use or modify for use any of t he  inputs 
ordered in Order No. PSC-99-0068-FOF-TP in this filing. 
Those inputs w e r e  ordered in the context of establishing 
a permanent universal service support mechanism and were 
specifically ordered to be used in the Benchmark Cost 
Proxy Model 3.1 (BCPM 3.1). Docket No. 990649-TP is not 
addressing universal service, but  rather deals with 
establishing unbundled network element ( W E )  costs. 
BellSouth developed inputs and models expressly for t ha t  
purpose. (EXH 61, p .  813) 

Staff agrees w i t h  BellSouth that the inputs ordered in PSC-99- 
0068-FOF-TP were for a specific purpose and are not appropriate in 
this instance. This docket (Docket No. 990649-TP) is t o  determine 
generic prices for UNEs provided' by BellSouth; the US proceeding 
was opened in response to a legislative mandate. AS this 
Commission stated in its order in the universal service docket, 
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"[w]e note that this proceeding is not to determine the actual cost 
faced by any of these LECs, but is rather to estimate the forward- 
looking cost of an efficient provider building a scorched node 
network all at once, all at the same time." (Order No. PSC-99-0068- 
FOF-TP, p .  129) Furthermore, the data provided in the Universal 
Service docket is more than t w o  years old and the cable material 
and placement inputs adopted represented those from Sprint not 
BellSouth. 

In principle, staff believes s o m e  of the loading factors 
BellSouth has recommended are tenable. However, conceptually, 
especially recognizing the capability of the model, and the fact 
that loops and loop type items are being deaveraged, it is 
disconcerting that BellSouth did not avail itself of the model's 
flexibility. While certainly easier to use, staff agrees w i t h  the 
other  parties that linear loading factors will distort costs in a 
proceeding where rates are being deaveraged- Additionally, we are 
concerned that BellSouth could not provide any evidence 
demonstrating that installation costs are directly proportional to 
material prices or that t h e  relationships for land and building 
factors or pole and conduit loadings would be representative of the 
future forward-looking study period as its factors imply. (Caldwell 
TR 1239; EXH 61, pp. 106-107, pp. 709-710) 

s t a f f  is in a quandary with in-plant loadings. Specifically, 
staff is troubled with BellSouth's use of linear in-plant factors 
and agrees with AT&T and WorldCom and Sprint that linear loadings 
distort cos ts  between rural and urban areas. However, because the 
record does not support any other alternative, staff recommends 
that BellSouth's in-plant loading factors as shown in Table 7 ( s ) - 1  
be used in setting UNE rates. Regardless, in order to determine the 
magnitude of discrepancies between using a loading factor approach 
as opposed to a "bottoms up" approach for placements of plant 
directly related to loops and loop t y p e  items, staff recommends 
that BellSouth be ordered to refile the BSTLM within 120 days from 
the date of the order in this proceeding explicitly modeling all 
cable and associated supporting structure engineering and 
installation placements. This should provide adequate time for 
BellSouth to gather the requisite information needed to populate 
the BSTLM in this manner. At that time, an expedited hearing 
should be scheduled to address whether a revision and true-up of 
the loop rates set by the Commission in this instant proceeding is 
warranted. The refiling should include all BellSouth assumptions 
used in developing cable placements, the basis and source data for 
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the revised input values, and a clear identification and listing of 
all input values. 

Again, staff emphasizes that there is little record evidence 
upon which to develop an adjustment to BellSouth’s in-plant loading 
factors. While AT&T and WorldCom recommend that the inputs from 
t h e  U S F  proceeding be adopted, staff believes this would be an 
error. As stated earlier, the USF adopted inputs were Sprint- 
specific and related to an efficient provider in the market. UNE 
rates need to be BellSouth-specific based on a network design that 
closely represents the incremental costs BellSouth expects to incur 
in providing .LINES. (Caldwell TR 1225) Also, recognizing that 
engineering and installation costs should vary depending on the 
specific p l a n t ,  soil, and environmental conditions of the 
installation, staff is at a loss as to what would be a fair 
adjustment to make to reflect these things. Further, the basic 
problem with BellSouth‘s loading factors is that they  are linear. 
Applying an adjustment to each factor will not correct this 
problem. For these reasons, staff does not believe this 
alternative is viable. 

2 .  Structure Loadinq 

Structures include the cos ts  of trenching, conduit, and 
telephone poles, which are associated with the installation of 
buried, underground, and aerial cable, respectively. Structure 
sharing refers to the practice of sharing these investments with 
other utilities and/or carriers. (Barta TR 3249) BellSouth’s 
witness Caldwell asserts that structure sharing is a major cost 
driver of loop costs and t h a t  structure sharing percentages should 
be BellSouth-specific and representative of BellSouth’s achievable 
sharing arrangements in Flor ida .  (TR 1164) She explains that 
BellSouth reflects structure sharing in the loading factors for 
poles and conduit and in the in-plant factor associated with buried 
cable. (Caldwell 1164) 

Table 7 ( s ) - 2  shows BellSouth’s proposed structure loading factors: 
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B u i  1 dings 
Motor Vehicles 
Aircraft 
Garage Work Equipment 
Other Work Equipment 
Furniture 

Table 7 Is) -2: Structure Loadings 
Account I Loadings II 

t 

1 P o l e  Land Building I 

Office Equipment 
Office Suppor t  Equipment 
Other Communication Equip .  
General Purpose Computers 
Analog Switching 
Digital Switching 
Operator Systems 

0 . 0 2 8 2  0.5438 

0 . 0 0 7 8  0.1267 

Aerial Cable-Copper 

able-Fiber 

(Source: EXH 95 PLSP99Ey.xls) 

I n  response to discovery, BellSouth acknowledges that t h e  
BSTLM has the capability of determining t h e  amount of structure 
along a cable rou te  based on t h e  length of the  rou te  and the m i x  of 
aerial, buried, and underground plant as input by t h e  user. The 
u s e r  may input structure cos ts  (poles, conduit, trenching, etc.) 
and the model will calculate the investment required for 
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structures. However, BellSouth does not currently use this 
capability in the BSTLM. BellSouth asserts that the requisite 
information is not readily available. Instead, BellSouth’s filing 
uses a combination of in-plant factors and pole and conduit loading 
factors to determine the cost of structures. (EXH 61, p. 181) 

Structure loading factors are used in the BSCC as being 
representative of the amount of poles and conduit and land and 
buildings required to place and support the associated aerial and 
underground cable and central office equipment, respectively. 
(Caldwell TR 1159, 1177; EXH 61, p. 181) Even though the BSTLM has 
the flexibility to place structures, BellSouth believes that the 
use of loading factors more accurately portrays the costs BellSouth 
is expected to incur in provisioning loops on a going-forward 
basis. (TR 1178-1179) As part of the development of these factors, 
witness Caldwell explains that BellSouth’s anticipated net rents 
(expenses paid to other parties for attaching to their structures 
less revenues received from others f o r  attaching to BellSouth’s 
structures) from sharing arrangements are considered. (TR 1178) 
Thus, she asserts, structure sharing is implicitly reflected in the 
factors. (TR 1178) Since in-plant factors are developed by 
analyzing the relationship between total installed investments and 
material prices, witness Caldwell opines that any savings from the 
sharing of placement cos ts  is inherently considered in the 
structure loadings. (TR 1178) 

Witness Caldwell notes  that in Florida,  BellSouth only owns 
about 40% of the poles to which it attaches cable, supporting 
BellSouth’s assumption that the sharing of poles is a relatively 
common occurrence. (TR 1178) However, for conduit and trenching, 
witness Caldwell asserts that the sharing is not as extensive, as 
reflected in the relatively low amount of rent BellSouth receives 
from these structures. (TR 1178) Additionally, she notes that the 
sharing of trenching is reflected in the in-plant factor associated 
with buried cable. (TR 1177-1178) 

BellSouth‘s witness Caldwell explains that poles and conduit 
are related only to cable placements. (TR 103) The factors are 
developed as ratios that allow each dollar of underground cable 
investment to i nc lude  a fraction of the conduit investment, and 
each dollar of aerial cable investment to include a fraction of the 
pole investment. (EXH 95, Section 5, p .  3) According to witness 
Caldwell, the pole loading factor is developed by comparing t h e  
forward-looking investment in poles to the forward-looking 
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investment in aerial cable. Similarly, the conduit loading factor 
is determined based on the relationship between the forward-looking 
investment in conduit and the forward-looking investment in 
underground cable. (Caldwell TR 103) The average forward-looking 
investments are  developed by taking a simple average of the 1999- 
2002  forecasted investments developed by bringing forward the end- 
of-year 1998 historical investments with BellSouth's projected view 
of the 1999-2002 n e t  additions. (EXH 81, p -  112) The pole loading 
factor is developed by dividing three years' cumulative forward- 
looking pole investment by three years' cumulative aerial cable 
investment. The conduit loading is developed in the same fashion 
using three years of conduit investment and underground cable 
investment. BellSouth's resulting pole loading factor is 0.2986; 
the conduit loading factor is 0 . 9 4 6 6 .  

The degree to which structure sharing exists is accounted for 
in the derivations of the pole and conduit investment factors 
accounted for in L e . ,  the fact that BellSouth often attaches to 
power company poles is reflected in a diminished pole rent revenue 
received by BellSouth from parties that attach to BellSouth poles). 
The sharing of the buried cable support structure (trenching costs) 
would also be implicitly reflected in the numerator of the buried 
cable in-plant factor in that plant or vendor labor costs required 
to dig the trenches would be diminished due to the sharing of 
trenching costs. (EXH 61, p .  15) 

Manhole costs are incorporated into the study through the 
conduit loading factor rather than being developed individually. 
(Caldwell TR 1179-1180) The  manhole placement costs are considered 
in the in-plant factors associated with underground cable. (TR 
1180) The component costs for handholes, adders, conduit, and a 
sharing factor are not explicitly or individually identified in the 
accounts that are used to develop the conduit loading factor, but 
are implicitly included in the factor development. (EXH 61, 159, 
pp. 150-151) 

When questioned if the structure cost results would be more 
accurate and representative if the BSTLM were utilized to directly 
place structures rather than using loading factors, witness 
Caldwell responded that she doesn't know. (TR 1319) While the 
BSTLM has the ability to accurately build and calculate poles and 
conduit, witness Caldwell asserts that BellSouth chose to use pole 
and conduit loading factors because the information was more 
readily available. This choice was made even though BellSouth 

- 3 2 5  - 



DOCKET NO. 990649-TP  
DATE: A P R I L  6 ,  2 0 0 1  

recognizes that the Commission has rejected the use of loadings in 
previous cases. (TR 1319-1320) 

Witness Caldwell explains that to populate the BSTLM’s 
structural inputs fo r  poles will require information regarding 
activities such as placing costs and spacing. For conduit , 
information regarding activities such as digging a trench, placing 
the conduit in the trench, and pouring the concrete over the 
conduit, as well as placing costs of different sized manholes will 
be needed. Witness Caldwell also notes that the cost difference in 
placing conduit where there are streets and sidewalks versus 
placing conduit in a yard or some type of dirt type environment 
would also need to be reflected. (TR 1405) Finally, witness 
Caldwell claims using the BSTLM structure capability will require 
extensive w o r k  with the BellSouth network department to gather the 
pertinent data, as it is not readily available. (TR 1405-1406) 
Therefore, witness Caldwell argues that the pole and conduit 
loadings are more accurate than using the BSTLM capability to place 
structures because there is nothing else available at this time. 

Notwithstanding t h e  above, BellSouth believes its loading 
factors are just as accurate as using BSTLM’s capability to place 
structures. BellSouth believes that pole and conduit loading 
factors represent relationships between the supporting plant and 
supported plant that are not expected to change significantly over 
the forward-looking period in question. Consequently, BellSouth 
asserts that the use of factors is a mutually verifiable and 
reasonably accurate way of predicting the expected f u t u r e  costs of 
poles and conduit. (EXH 61, p .  16) For this reason, BellSouth 
believes that the use of loading factors to determine the cost  of 
poles and conduit more accurately portrays the cost BellSouth is 
expected to incur in provisioning loops on a going-forward basis. 
(EXH 61, p -  16) 

0 

BellSouth applies additional loadings to central office and 
circuit equipment investments to account for  associated investments 
in land and buildings. (Caldwell TR 24, 103, 1159; EXH 93, (DDC-3)) 
Witness Caldwell explains that ratios are developed by comparing 
central office land and building investments to central office, 
circuit, and general purpose computer investments. (Caldwell TR 24, 
103, 1159; EXH 93, (DDC-3)) These ratios are determined i n  a 
‘similar manner as the pole and conduit ratios. (EXH 93, (DDC-3)) 
As noted earlier, the general purpose computer land and buildings 
loading factors are regional rather than Florida-specific to 
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recognize that computers perform functions for multiple states 
rather than just t h e  state where the facilities are located. (EXH 
61, p .  31) The resulting central office land and building factors 
are 0.0078 and 0.1267, respectively, f o r  digital switching and 
digital circuit, and 0.0282 and 0.5438, respectively, for general 
purpose computers. 

In rebuttal testimony, witness Caldwell states that the land 
and building loading factors potentially overstate the costs for 
'high cost/small size' central office equipment, and claims that 
this is offset because "they also potentially understate t h e  costs 
for 'low cost/large size' central office equipment" which she 
claims was ignored by witnesses Donovan and Pitkin. (Caldwell TR 
1239) The reason t h e  issue of in-plant factors (land and building) 
comes up is the fact that t h e  land and building factor is basically 
a multiplier on investment and t h a t  some pieces of equipment have 
higher investment, even though they do not occupy any greater land 
and building space. (EXH 81, p .  199; TR 1239) 

S p r i n t  

Sprint's witness Dickerson asserts that BellSouth's use of 
pole and conduit loading factors assumes that as the number of 
pairs vary, so varies the cost of poles and conduit. He argues 
that costs in reality do not follow such a uniform and linear 
variance. (TR 3136) Witness Dickerson opines that pole cost is 
partially impacted by cable weight and cable diameter, which are a 
function not only of pa i r s  i n  the sheath, but of the gauge of the 
cable. (Dickerson TR 3136) Also, the cost is affected by clearance 
requirements, t he  slope of the ground, the wind conditions, the 
type of ground i n t o  which the poles are placed, and changes in 
direction, either side to side or up and down, of t h e  pole line. 
Witness Dickerson argues that placing poles down a straight street 
is less costly than along a winding road. He notes that poles 
along a winding road need an anchor and guy wire on any pole that 
has a significant change in cable direction. Additionally, he 
proffers that road curves can impact the spacing between poles. 
(Dickerson TR 3136) 

Further, witness Dickerson asserts that, in the underground 
plant, a single four-inch conduit duct in place has the same cost 
regardless of whether it carries a 100-pair copper cable, a 2 4 0 0 -  
pair copper cable, a six-strand fiber cable, or a 288-strand f i b e r  
cable. Even though the number of pair equivalents contained in 
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each of those four sheaths are different, witness Dickerson argues 
that the larger the capacity of the sheath that rides the 
structure, the lower the actual cos t  per pair or equivalent pair 
for the structure supporting the sheath. (Dickerson TR 3137) He 
illustrates that using each of the above cable sizes in the same 
four-inch conduit and assuming each set of four fibers serves 500 
digital loop carrier derived loops and the cost of the duct is 
$100, the number of loops provided by each cable and the duct c o s t  
per loop are: 

Number Duct Cost 
Size of loops per loop 

100 pair cable 100 loops $1.00 

6 fiber cable 500 loops $ 0 . 2 0  
2400 pair cable 2400 loops $0.042 

288 fiber cable 36000 loops $0.0028 
(TR 3137) 

As shown, duct cost per loop varies and is not uniform per 
pair, as BellSouth’s approach implies. (Dickerson TR 3137-3138) 

Witness Dickerson argues that the relationship of pole 
investment to aerial cable investment and conduit to underground 
cable investment is not the best practical approach to developing 
representative pole and conduit cos ts  as witness Caldwell asserts, 
when it is done on a per pair basis. He doesn’t disagree with 
looking at relationships, just not on a per p a i r  basis. 
Additionally, he argues that applying a uniform loading to a l l  wire 
centers results in cost distortions between urban and rural areas. 
Two extremely different wire centers - - for example, Miami and 
Pensacola - - could have, on average, quite different average cable 
sizes. In effect, a uniform loading overstates the cost of poles 
in Miami and perhaps understates the cost of poles in Pensacola. 
Witness Dickerson characterizes this as a systematic overstatement 
of urban costs and an understatement of rural costs. (EXH 108, pp. 
3 8 - 3 9 )  

Witness Dickerson asserts that BellSouth’s in-plant and pole 
and conduit factors are developed using s t a t e  level relationships 
of the respective loadings to all applicable investments. The 
statewide loading factors are then applied to the unit investments 
from the BSTLM. For example, a statewide pole investment to aerial 
cable investment factor is applied to the a e r i a l  cable investment 
per unit from BSTLM. (TR 3130) Witness Dickerson proffers: 
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While loadings fo r  engineering, installation, poles, and 
conduit are certainly a necessary p a r t  of t he  cost of a 
loop, the method BellSouth uses to apply the loadings 
totally distorts the cost variance between urban and 
rural w i r e  centers .  The same cost loading is applied to 
a l l  wire centers regardless of density. This fails to 
recognize t h e  variance in the quantity of cable pairs 
(units) that \\ride" a single structure or are 
engineered/installed in a single section. This causes 
the per pair costs of w i r e  centers in higher density 
areas to be overstated while per pair costs in the rural 
areas are understated. (TR 3131) 

To this, BellSouth's witness Caldwell responds that BellSouth 
developed i ts  pole and conduit loading factors based on a 
relationship of pole investment to aerial cable investment and 
conduit investment to underground cable investment, respectively. 
BellSouth's pole and conduit loadings are not based on a fixed 
installed cost loading per pair. She states that while the loading 
process does not individually capture each of the items witness 
Dickerson asserts as being cost drivers, BellSouth's loadings 
produce representative cost results when viewed from a total pole 
and conduit placement basis. She argues that such loadings do not 
translate to a uniform per pair amount. Further, witness Caldwell 
asserts that the relationships of pole investment to aerial cable 
investment and conduit investment to underground cable investment 
provide the best practical approach to developing representative 
pole and conduit costs. (Caldwell TR 1239-1240) 

Data ALECs 

Witness Murray notes in her testimony that BellSouth appears 
to assume that three times the digital loop car r ie r ,  fiber cable 
and related structure investment is needed f o r  an ISDN loop as 
needed for a voice grade loop. She asserts that the BSTLM 
calculates both the DLC common equipment investment and the fiber 
cable costs associated with a service based on its DSO equivalents. 
(EXH 61, p -  1986) BellSouth has assumed that one ISDN-capable loop 
requires the equivalent of three D S O s .  Thus, she claims, 
BellSouth assigns three times the remote terminal cabinet costs,  
for example, to ISDN loops. (TR 2501) She deduces that because t h e  
fiber cable costs attributed to an ISDN-capable loop are tripled, 
and structure costs are proportionate to t h e  investment , the 
structure costs are tripled as well. This would be true of not 
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only pole and conduit investment, but a l so  for land and building 
investment. (TR 2501, 2508) 

FCCA ALECs 

AT&T and WorldCom's witnesses Donovan and Pitkin question the 
validity of using loading factors to reflect the land and building 
costs associated with central office equipment. They allege that 
the use of central office-related land and building investment 
loadings overstate the land and building investment associated with 
plug-in cards.  (TR 2173-2174) The concern is not with the total 
land and building cost ,  but with the w a y  the costs are assigned. 
(TR 2173) BellSouth's witness Caldwell responds that while t w o  
plug-in cards of the same size should require relatively the  same 
amount of central office-related land and building space, there is 
no feasible way to measure t h e  exact size of every conceivable type 
of plug-in card and other central off ice-related equipment. (TR 
1239) 

Witnesses Donovan and Pitkin explain that the BSCC develops 
land and building investment by applying a factor to other 
investments in the BSCC, specifically Digital Loop Carrier (DLC) 
investment. This process, they claim, assumes that required land 
and building investment is directly proportional to these 
underlying investments. The example given to illustrate this 
concern indicates that about eight times the land and building 
investment is assigned to a DS1 card than to a P l a i n  Old Telephone 
Service (POTS) card simply because one card costs more than the 
other, not because there is any card size difference. Witnesses 
Donovan and Pitkin assert that this is not an appropriate way to 
develop investment because it assumes t h a t  two different types of 
plug-in cards, which are each exactly the same s i z e ,  would requi re  
different amounts of land and building investment. (Donovan/Pitkin 
TR 2159) They state: 

The current problem is created by the way BSCC calculates 
land and building investment. Unfortunately, BellSouth 
has not provided us with a way to correct this error in 
t h e  BSCC. This Commission should require BellSouth to 
use a more appropriate methodology f o r  allocating land 
and building investment. Two possible options would be 
to calculate land and building investment based on 
equipment size or to apply a fixed land and building 
investment per line. (Donovan/Pitkin TR 2160) 
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BellSouth's witness Caldwell disagrees with witnesses Donovan 
and Pitkin's claims. While witness Caldwell recognizes that using 
a land and building loading can skew the cost of a very expensive 
line card by picking up additional land and building costs, witness 
Caldwell asserts that predominantly voice-grade circuits are 
studied and there is very minor demand in t h e  BSTLM f o r  any of the 
high-cap services anyway. She proffers that Account 3 7 7 C ,  
Switching, carries the biggest portion, about 12%, of the land and 
building costs; the loop carries less than 4%. Witness Caldwell 
believes these are reasonable results given the alternative of 
developing a method of assigning a piece of equipment for land and 
buildings. Witness Caldwell professes that BellSouth doesn't know 
how to base land and building costs on equipment s i z e  or the cost 
per line, as witnesses Donovan and Pitkin recommend. (EXH 81, pp. 
126-127) 

While the use of BellSouth's land and building loading factors 
potentially overstates the costs for "high cost/small size" central 
off ice equipment, witness Caldwell asserts that they also 
potentially understate the costs for "low cost/large size" central 
office equipment. For the preponderance of central office-related 
items, witness Caldwell argues that the simple relationship of 
central office-related land and building investment to central 
office-related equipment investment appears to be a reasonable 
allocation method for recovering the cos ts  of central office- 
related land and building investment. She surmises that this 
methodology produces representative cost results when viewed from 
a total-central o f f i c e  equipment perspective. (Caldwell TR 1239) 
However, witnesses Donovan and Pitkin asser t  t h a t  witness 
Caldwell's argument is not valid given that the overstatements 
occur for a subset of UNEs and the understatements occur for a 
different subset of UNEs. (TR 2174) 

Because the BSCC does not provide the user with the 
flexibility to apply land and building costs in a different 
fashion, witnesses Donovan and Pitkin asser t  they are unable to 
recommend specific adjustments. Additionally, they ask the 
Commission to recognize that the land and building costs of 
advanced services are overstated and the land and building costs of 
basic service are  understated. (TR 2174) The FCCA ALECs propose 
that the Commission adopt its material inputs from the Universal 
Service docket for this proceeding. 
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Staff disagrees with the FCCA ALECs that the inputs from the 
Universal Service Docket are appropriate in this instance. Docket 
No. 9 9 0 6 4 9 - T P  is t o  determine generic prices f o r  UNEs; the 
Universal Service Docket was opened in response to a legislative 
mandate. Again, as previously noted, this Commission stated in its 
order in the universal service docket, " [ W l e  note that this 
proceeding is not to determine the actual cos t  faced by any of 
these LECs, but is rather to estimate the forward-looking cost of 
an efficient provider building a scorched node network all at once, 
a l l  at the same time." (Order No. PSC-99-0068-FOF-TP, p .  129)  

Structure Loadinss Summarv 

AT&T and WorldCom was unable to use the BSTLM to develop 
structure costs using material prices and other disaggregated 
information, as t h e  ALECs generally suggest as the appropriate 
method to determine supporting structure costs. Bel 1 South 
acknowledges t h a t  the BSTLM has the capability of determining the 
amount of structure along a cable route based on the length of the 
route and the mix of aerial, buried, and underground plant as input 
by the user. However, BellSouth does not currently use this a capability in the BSTLM. BellSouth asserts that the requisite 
information is not readily available and instead uses a combination 
of in-plant factors and supporting structure loading factors to 
determine the cost of structures. (EXH 61, p .  187) 

Staff shares Sprint ' s witness Dickerson's concern that the 
pole and conduit loading factors, because they are based on 
statewide average relationships and applied to unit material 
prices, will d i s t o r t  the costs of wire centers in high density 
areas and understate t he  costs in low density areas. In a 
proceeding where deaveraging loops and loop type items are at issue 
(Issue 21,  this is particularly troublesome. In principle, staff 
expects that modeling cable and conduit structure costs bottoms-up 
would be preferable and more accurate. Staff believes that 
BellSouth's conclusion that loading factors are more accurate 
simply because the data to populate the BSTLM is not readily 
available cannot not be made without comparing the results of one 
approach to the other. 

Staff also shares AT&T and WorldCom's concern that BellSouth's 
land and building loading factor can skew the allocated land and 
building costs since t he  factors are multipliers to investments, 
and some equipment have higher investment, even though they do not 
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occupy any greater land and building space. In fact, BellSouth 
also acknowledges the resulting allocation problem. While staff 
agrees in principle that an alternative approach f o r  allocating 
land and building costs would be preferable and m o r e  accurate, the 
record evidence in this proceeding is unclear what t h e  alternative 
approach should be, how to implement it, or how material or 
significant the problem is. Also, staff notes that Bellsouth's 
loadings allocate the largest portion of the land and building 
cos ts ,  about 12%, to switching with only about 4% allocated to the 
loop. Since staff is recommending that only loops and loop type 
items be deaveraged in this proceeding and recognizing that an 
alternative allocation scheme to BellSouth's land and building 
loading factor is not available, staff recommends that BellSouth's 
land and building loading factors as shown in T a b l e  7 ( s ) - 2  be used 
in determining UNE rates at the present time. Notwithstanding 
this, staff suggests BellSouth investigate the feasibility of using 
other approaches such as those suggested by AT&T and WorldCom. 

3. Miscellaneous Factors 

Miscellaneous .loading factors include Support  Equipment and 
Power (SE&P)  and inflation. 

Table 7 ( s ) - 3  shows BellSouth's proposed miscellaneous factors. 
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Table 7 ( s )  -3: Miscellaneous Factors 

(Source: EXH 95, InflnLv2.xls, ComPwr98.xls) 

SE&P 

BellSouth uses SE&P factors to calculate t h e  incremental 
investment for  such items as power equipment, distributing frames, 
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ladders, tools, alarms, and tes t  se ts ,  required to support the 
additional dollar of central office and circuit investment. 
(Caldwell TR 1158-1159; EXH 93, (DDC-3)  ) BellSouth applies SE&P 
loadings to the switching, circuit, and radio accounts, SEW 
loadings are developed from investment data from a 1998 Central 
Office Monthly Allocation Process (COMAP) extract of power and 
supporting equipment, a year-end report extract that identifies the 
total investment and supporting investments for each of the 
switching, circuit, and radio accounts. (Caldwell TR 1159) 

In cases where the calculated SE&P factors are less than 1/2% 
of supported or power investment, BellSouth has used a composite 
factor for all accounts. (EXH 61, pp. 26-27) In these situations, 
BellSouth considers the extracted data not reflective of physical 
reality. In the digital data systems and radio accounts, BellSouth 
asserts this is probably due to the small amounts of equipment 
being supported by equipment in other accounts. For d i g i t a l  loop 
electronics where the calculated loading is a l s o  less than %%, 
BellSouth considers this an anomaly probably caused by a large 
number of installation pro jec t s  relying on preexisting support 
equipment. (EXH 61, p .  2 8 )  Composite factors of all accounts were 
used for the radio account because the extracted amount for power 
was inadequate to support the stated investment. (EXH 61, p .  951)  

Inflation 

According to BellSouth’s cost study methodology, the first 
step in developing recurring total element long-run incremental 
cost (TELRIC) studies is to determine the forward-looking 
architecture that, when deployed, represents the most efficient 
design to provision t he  network element. (EXH 95, Section 3 ,  p .  1> 
BellSouth used BellSouth-specific material prices for copper and 
fiber cable, the drop, NID, DLC, and terminals. (Caldwell TR 124- 
125)  N e x t  , account specific Telephone Plan t  Indexes (TPIs) are 
applied, when necessary, to trend material prices to the base study 
period. (Caldwell TR 1156-1157; EXH 95, Section 3, p.1) 

The TPI  is an ”account specific” regional telephone plant 
index that “estimate [SI the change in t h e  material price and/or 
installed investment from one year to a future year.” (Caldwell TR 
100; EXH 9 3 ,  (DDC-3); EXH 61, p .  22) Witness Caldwell notes that 
this future price change may be inflationary or deflationary, 
depending on the account. (TR 1157) Further, witness Caldwell 
notes that t h e  TPI forecasts are forecasts of price changes for 
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equipment being installed and are not intended to be forecasts of 
technology changes or productivity improvements. (EXH 95, Section 
5, p . 1 )  

In response to discovery, BellSouth explains that TPIs are 
price indices that measure the relative changes in the prices 
BellSouth pays for the construction of telephone plant between 
specific periods of time. TPI forecasts are forecas ts  of price 
changes of equipment that is being installed. (EXH 61, p .  17) 
Although BellSouth states how important it is to re-estimate the 
relationships as new index values are added, it has relied on 1998 
T P I  forecasts in this proceeding. (EXH 61, p .  18) 

BellSouth's investment inflation factors represent the 
cumulative average of three years' projected inflation rates. The 
average inflation loading is then applied to base year material 
prices to develop the average forward-looking investment for 2 0 0 0 ,  
2001, and 2002. (EXH 93; TR 1156-1157) Witness Caldwell asserts 
that productivity is not included because these a re  simply pure 
material prices. (EXH 81, p. 112) The inflation factor is nothinq - 
more than a straight material price change. (EXH 81, p .  112) a According to BellSouth, t h e  inflation factor is applied to a 
specific vintage material cost to produce an adjusted ma-terial cost 
that is considered representative of t h e  2000-2002 period. For 
example : 

[Ellement A.1.1 (2-Wire Analog Voice Grade Loop - Service 
Level 1 Aerial Cable - Metallic Building Entrance FRC 
1 2 C )  had a "Material" cost of $0.379259 against which an 
"Inflation Factor" of 1.0822155 was applied to develop an 
"Adjusted Material" cost (before in-plant loadings) of 
$0.410417. The "Inflation Factor" of 1.0822155 was based 
on a material vintage of 1999 with projected annual year- 
over-year inflation factors of 1.04 for each year 2000- 
2 0 0 2 .  The  projected TPIs indicate that a 1999 material 
cost of $1.00 would be projected to cost $1.040000 in 
2000, $1.081600 in 2001, and $1.124864 in 2002 for an 
average cost f o r  t he  2 0 0 0 - 2 0 0 2  study period of 
S1.0822155-thus the derivation of 1.082155 "Inflation 
Factor." (EXH 61, p .  21) 

The inflation loadings represent the average of the cumulative 
effect of each year's inflation factors for the three-year study 
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period although it must be noted that the source for the TPIs used 
by BellSouth is the 1998 Forecast of Percent Cost Change. ( T R  100- 
101, EXH 7 7 )  

The other parties in this proceeding all disagree w i t h  
BellSouth's use of an inflation factor. The Data ALECs, FCCA 
ALECs, and Time Warner assert that the use of inflation in 
determining the material cos ts  and a lso  applying the nominal cost 
of capital is double counting the effects of inflation. (Pitkin TR 
2133-2134) Sprint asser ts  that BellSouth's methodology applies an 
inappropriate inflation factor to an average per unit cos t .  
(Dickerson TR 3128-3129) 

Data A L E C s ,  FCCA ALECs,  Time Warner 

AT&T and Worldcorn's witness Pitkin states that the cost of 
capital input is a nominal cost of capital and, as such, 
compensates investors for the effects of inflation. He alleges 
that BellSouth is double counting t h e  effects of inflation by 
applying an inflation f ac to r  to material investment in the loop 
model and by updating unit costs from what was previously 
determined by the Commission. (TR 2133) If the investment has been 
increased by an inflation factor, then applying the nominal cost of 
capital to that investment results in the double counting of 
inflation, according to witness Pitkin. (TR 2134) To avoid this 
double counting, unit prices for material and labor must be locked 
in at the levels initially established by the Commission. Witness 
Pitkin recommends that the Commission adopt the material and unit 
prices it adopted in the USF proceeding, Docket No. 980696-TP, to 
avoid double counting. (TR 2135, 2265) 

In rebuttal to this position, BellSouth's witness Caldwell 
notes that there are two distinct types of inflation that impact 
the costs t h a t  Bellsouth will incur. One type of inflation 
compensates investors for the use of their funds and the other type 
captures the increase or decrease in the cost of t he  plant. (TR 
1230) Witness Caldwell refers to a financial text, relied upon by 
AT&T and WorldCom's cost of capital witness Hirshleifer, that 
states that inflation factors must be included in both the discount 
rate and the cash flows in a net present value analysis. Witness 
Caldwell concludes that BellSouth's reflection of inflation in the 
cost of capital and in investment is valid. (TR 1232) 
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Witness Pitkin disagrees with this position. Witness Pitkin 
testifies that there is a distinction between forecasted revenues 
and the revenues determined by the  cost model. Forecasted revenues 
may include an inflation factor but revenues from the cost model 
are like a regulatory revenue requirement in that it is revenue 
required to provide a return on investment. That return includes 
an allowance for  inflation. Any additional adjustment f o r  
inflation would be double-counting. (EXH 63, p .  48)  

Under cross-examination, witness Pitkin acknowledges that the 
Commission has established UNE rates using an inflationary factor 
in previous proceedings, though he notes that he is unsure of the 
type of cost of capital used in those proceedings. (TR 2224-2225) 
Witness Caldwell confirms that BST included inflation factors in 
the cost models for arbitration proceedings conducted in 1996 and 
1998 for establishing t h e  costs of UNEs.  (TR 1412) 

In Docket No. 980696-TP,  the Commission considered the cost of 
basic local service. In that docket, the Commission did not allow 
inflationary (or deflationary) factors for the cost proxy model 
because the model was for a certain point in time. The Commission 
left open t h e  possibility of applying inflation factors when a 
specified time or planning period, as with a contract, was 
involved. (Order No. PSC-99-0068-FOF-TP) BellSouth used a three- 
year planning period for calculating its investment inputs in this 
proceeding. (TR 2223-2224) 

staff believes witness Caldwell makes an important distinction 
between the types of inflation. (TR 1230) One type is general 
inflation for which investors demand compensation through the cos t  
of capital. The other type is specific inflation related to an 
investment or asset. Investors would need to be compensated for 
t h a t  as well. Therefore, staff does not believe that BellSouth 
double counts inflation in its cost model. 

Sprint's witness Dickerson does not believe there is a need to 
address inflation in the cost study period. (EXH 108, p .  17) His 
main concern with BellSouth's use of inflation centers around his 
allegation of a mismatch between inflated equipment unit costs 
without a commensurate increase in projected demand. (TR 3140; EXH 
108, p. 18) Sprint's witness Dickerson notes that BellSouth's 
inflation factors are composed of three components: projected 
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inflation rates based on BellSouth’s TPIs, productivity, and a 
loading factor. (Dickerson TR 3127; model documentation) According 
to BellSouth‘s cost study methodology, inflation accounts for 
percentage changes in Union Wages between 1999 and 2 0 0 2 ,  load 
factors account for forecasted increases in access lines in service 
between 1 9 9 9  and 2002, and Operating Productivity accounts f o r  the 
increases in process improvements between 1999 and 2002. (EXH 95, 
Section 5, p .  1) To determine the Inflation Adjustment Factor, 
BellSouth adds the loading factor to inflation and then subtracts 
productivity. (Dickerson TR 3128) Sprint asserts that BellSouth‘s 
methodology inappropriately applies growth in access lines to its 
inflation calculation. Sprint argues that the application of access 
line growth to an inflation factor is inappropriate and illogical. 
(EXH 108, p .  18; Dickerson TR 3128) 

Sprint’s witness Dickerson asserts t h a t  the investments/costs 
to which BellSouth applies an inflation factor are unit costs. (TR 
3128) He explains that access line growth appears as new units - 
not as an inflationary adjustment to unit costs. Further, growth 
in access lines results in a larger number of cable pairs. Witness 
Dickerson surmises that some portions of this growth will no doubt 
be served by existing aerial and underground structures, and feeder 
and distribution routes, thereby increasing structure cost 
economies of scope resulting in a lower per unit cost fo r  those 
customers - not higher. (Dickerson TR 3128-3129; EXH 108, p .  18) 
Accordingly, witness Dickerson argues, including any loading factor 
on unit costs means that a competitor that buys a loop facility 
must share a burden applicable to BellSouth’s or another 
competitor’s growth even if it has no growth of i t s  own. (TR 3129) 
I f  facilities grow, additional units are subject to their o w n  
revenue streams. That growth, witness Dickerson asserts, should 
not be arbitrarily loaded onto any unit cost. (Dickerson TR 3129) 

Witness Dickerson claims that the proper way BellSouth should 
have performed its cost studies would be for BellSouth to identify 
the current vendor costs that it pays for state-of-the-art 
equipment items. (EXH 108, p .  17) He asserts that these would be 
the least-cost, most efficient equipment items that BellSouth would 
deploy in its network on a forward-looking basis. Witness 
Dickerson then asserts that BellSouth should appropriately include 
the installation and engineering costs of those devices. BellSouth 
should a lso  account for t h e  expenses to operate t h a t  investment at 
current costs, and should divide it by current demand. He asserts 
that this process would provide a proper matching of the demand 

- 339 - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2 0 0 1  0 
levels that are used to calculate current costs with the cost of 
current equipment. (EXH 108, p .  17; Dickerson TR 3129) 

Sprint argues that BellSouth's speculation of what the cost of 
equipment will be in the future does not constitute factual 
evidence. Not only is the application of an inflation factor 
speculative, Sprint asserts that it is also inconsistent with O r d e r  
No. PSC-99-0068-FOF-TP, at page 159. 

Witness Dickerson a l so  professes that BellSouth is incorrect 
in projecting equipment cost increases and operating expense 
increases associated with potential future demand growth, but yet 
dividing those inflated costs with current demand levels. (TR 3127- 
3128) He claims this mismatch inaccurately increases unit costs. 
(EXH 108, p. 18) Witness Dickerson argues that increases in future 
equipment costs very well may be accompanied by equipment capacity 
changes and enhanced capabilities including the ability to self- 
provision or self-diagnose problems that would reduce labor c o s t s .  
(EXH 108, p. 18) Most importantly, Sprint claims that to suggest 
growth in access lines will inflate unit costs in a unit cost 
calculation when those  grown units have not been included in t h e  
cost calculation is an obvious mismatch. (BR 24) 0 

Witness Dickerson testified that the proper method of handling 
access line growth is to periodically, every two to three years, 
recompute unit costs using total access lines and updated vendor 
costs ,  technology assumptions, demand quotations and a l l  major cost 
determinants. (EXH 108, p .  19) By looking periodically at all 
issues that will potentially change in the future, the analysis 
will capture technology changes, the associated operational changes 
that often accompany technology changes, increased or decreased 
units, and changes in t h e  cost of technologies. (EXH 108, p .  20) 
All of that should be done simultaneously, not in a piecemeal 
fashion such that only one potential change, L e . ,  inflation, is 
reflected. (EXH 108, p .  20) 

Witness Dickerson disagrees with the presumption that vendor 
costs will increase. He asserts that no one knows that and even if 
prices do increase, those  increases a re  often accompanied by 
greater equipment functionality or greater capacity, availability, 
or capability. This often enables labor cost savings. He asserts 
that to speculate an increase in equipment costs without 
recognizing the potential interactive impacts of those cost 
increases can distort the unit costs. (EXH 108, p. 22) 
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In response to witness Dickerson’s testimony, BellSouth‘s 
witness Caldwell opines that witness Dickerson does not question 
the appropriateness of an inflation factor; he simply confuses the 
process by which BellSouth projects plant-specific expenses for 
f u t u r e  years  with how t h e  inflation adjustment factor that is used 
in conjunction with material prices is developed, (TR 1233) 
Witness Caldwell asserts that in determining future plant-specific 
expenses, BellSouth u s e s  the following components to project a 
growth rate: load (percent change in average access lines in 
service), inflation related to labor, and productivity offset. 
This calculation recognizes the fact that expenses related to 
maintenance, L e . ,  plant-specific expenses, are highly labor 
intensive. On the other hand, the inflation factor applied to 
material prices simply recognizes the increase/decrease in prices 
of plant on average over a three-year period and is nothing more 
that a straight average of the cumulative effect of inflation over 
the study period. (Caldwell TR 1233; EXH 93, (DDC-9)) Since 
inflation relates to the pure material price, witness Caldwell 
asserts that there is no need to include productivity when looking 
at a straight material price change. (EXH 81, p .  112) 

Staff agrees with BellSouth that witness Dickerson confuses 
inflation used to project future expenses with inflation used to 
project increases/decreases in equipment material prices. The 
inflation addressed here is inflation used to projec t  changes in 
equipment material prices. 

While staff acknowledges there may be a slight mismatch 
between the inflation-adjusted material costs and the demand levels 
utilized in BellSouth’s cost study, staff is unsure of the 
magnitude of such a mismatch and the record is void of such 
quantification. Based on the arguments presented, staff believes 
that at most the mismatch is 18 months. This belief is predicated 
on the unit material prices forecasted to 2001, with a presumption 
of cos t  study demand levels perhaps as of the end of 1 9 9 9 .  

On the other hand, staff notes that, in response to discovery, 
‘BellSouth states: 

In general, the methodology uses econometric techniques 
to establish a mathematical relationship between the 
historical movement in each of the labor and materials 
components that make up the TPIs and the historical 
movement in the explanatory variables. The explanatory 
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variables are usually aggregate measures of the U.S. 
economy, such as price deflators from the national income 
and product accounts, t h e  U.S. union wage ra te ,  copper 
prices and other macroeconomic variables. What these 
econometric techniques provide is a systematic, 
quantifiable statement of what has happened in the past. 
Use of these relationships implicitly makes the 
assumption that history will more or less repeat itself. 
It is important to re-estimate the relationships as new 
index values are added each yea r .  (EXH 61, p .  18) 

While the above response indicates that TPIs should be re-estimated 
every year, it is interesting that the inflation factors utilized 
in BellSouth’s cost study were taken from a forecast made in 1998. 
When BellSouth refiled its cost study in August 2000, it did not 
update the inflation forecasts with the most current information 
available. There is nothing in the record to allow s t a f f  to 
determine what affect using updated inflation forecasts would have 
on the material prices. 

Miscellaneous Loadins Factors Summarv 

No party commented specifically on BellSouth’s SE&P factors. 
staff believes it is reasonable to assume a portion of SE&P 
investment with t h e  switching, radio, and circuit accounts which 
use this equipment. Lacking any record evidence to the contrary, 
staff finds BellSouth’s methodology a reasonable approach in 
attributing investments in supporting and power equipment. 

Regarding inflation, staff believes that in a proceeding t h a t  
is setting rates for a certain study period, it makes sense to 
forecast the investment to that period. This is no different than 
using a projected test year in a rate proceeding. BellSouth has 
attempted to do this by taking a simple average of the  effects of 
inflation projected over the 2 0 0 0 - 2 0 0 2  period. Applying an 
inflation factor is simply recognizing a forecasted increase or 
decrease in material prices for a given period of time. 

As discussed earlier, staff does not believe that BellSouth is 
double counting inflation since the specific type of inflation is 
related to material prices. Investors need to be compensated for 
this inflation in addition to the general inflation compensated 
through the cost of capital. Also, the record is not clear 
regarding the magnitude of a mismatch, if any, existing between t he  
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inflated material prices and the  demand levels assumed in the cost 
study. 

Based on the above, staff believes 3ellSouth's miscellaneous 
loading f ac to r s  as shown in Table 7 ( s ) - 3  should be used i n  setting 
UNE rates in this proceeding. 

4 .  RTU Fees 

As discussed earlier, BellSouth's RTU Fee is unique to the 
digital switching account and computes the Right-To-Use (RTU) costs 
related t o  central office switching equipment. (Caldwell TR 104) 
Witness Caldwell explains: 

The switch vendors' practice of packaging RTU fees 
together, the preponderance of buy-outs in effect, and 
the discounting schemes offered to BellSouth made the 
direct allocation of switching RTU investment impossible. 
(TR 104) 

The RTU loading factor represents the ratio of t h e  RTU 
capitalized investment to digital switching investment over the 
study period. The investments are based on budgeted forecasts of 
network additions in digital switching and software. (EXK 93, (DDC- 
3); EXH 95, Section 5, p .  4) According to BellSouth's cost study 
methcdology, the RTU factor is applied to digital switching 
material, when required, to determine the associated capitalized 
RTU material amount which is then included as input in the BSCC. 
(EXH 93, (DDC-3); EXH 9 5 ,  Section 5, p .  4) 

In response to discovery, BellSouth explains t h a t  9 6 . 2 %  of 
Intangible Software RTU Investment-Network Switching expenses is 
related to digital switching investment. This study was based on 
an analysis of 1998 Software RTU expenditures. (EXH 61, pp. 33, 
811.1, 8 5 0 )  

According to BellSouth, t h e  Network Switching Software RTU 
Factor for Account 56OC,  Digital Switching, is developed based on 
project ions of Account 5 6 0 C  and Account 3 7 7 C ,  N e t w o r k  Switching 
Software RTU investment, for the 2000-2002 study period. Neither 
the numerator ( 5 6 0 C )  nor t h e  denominator ( 3 7 7 C )  is developed on an 
UNE or service specific basis. The Network Switching RTU Factor 
simply recognizes that for every dollar of digital switching 
investment there exists a related and measured amount of network 
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switching software RTU investment. BellSouth's UNE costs only 
include RTU fees for UNEs, as opposed to RTU fees f o r  other 
services, because the  loading factor was only applied to the UNE 
investment for 3 7 7 C .  (EXH 61, p .  896) The resulting BellSouth RTU 
loading factor is 0.05248. (EXH 9 5 ,  Rtu560c2 . x l s )  

Of  particular interest with the RTU Fee factor is that 
BellSouth uses regional rather than Florida investments in 
determining the factor. This is contrary to the Florida-specific 
data BellSouth used  in determination of other loading factors. 

RTU Loading Factor Summary 

No other par ty  expressed concern with BellSouth's RTU loading 
factor. Lacking any record evidence to the contrary, staff 
believes BellSouth's methodology to attribute RTU investment to 
digital switching is reasonable and appropriate t o  use in this 
instant proceeding. Staff, therefore, recommends that BellSouth's 
RTU factor of 0 . 0 5 2 4 8  be used in determining UNE rates in this 
proceeding. 

Loadinq Factors Conclusion 

Staff believes that some of the loading factors BellSouth has 
recommended are tenable to use i n  setting UNE rates. However, 
recognizing the  capability of the BSTLM to model placements and 
structures, a "bottoms up" is preferable as s t a f f  believes that it 
would tend to be more accurate. Staff is concerned w i t h  
BellSouth's use of linear in-plant factors and agrees with AT&T and 
WorldCom and Sprint that linear loadings are particularly 
disconcerting in a proceeding where rates are  being deaveraged. We 
must not lose sight of the fact that linear factors will distort 
the cos t  relationships between rural and urban areas. 
Additionally, because the BSCC could not be changed t o  calculate 
land and buildings differently, another allocation is not feasible 
a t  the  present. We are also concerned that BellSouth did not 
provide any evidence demonstrating that installation costs are 
directly proportional to material prices or that relationships f o r  
land and building factors or pole and conduit loadings would be 
representative of the future forward-looking study period as its 
fac tors  imply. (Caldwell TR 1239; EXH 61, pp. 106-107, 709-710; EXH 
81, pp. 121-126) 
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1 Loading 

EF&I 

Plug-In 

Pole and Conduit 

Land and Buildings 

SE&P 

Inflation 

Staff considered adjusting BellSouth’s in-plant loading 
factors by some amount. However, as previously noted, there is 
l i t t l e  record evidence upon which to develop an adjustment to 
BellSouth’s loading factors. While AT&T and WorldCom recommend 
that the inputs from the USF proceeding be adopted, s t a f f  believes 
this would not be appropriate. As stated earlier, the USF adopted 
inputs w e r e  Sprint-specific and related to an efficient provider in 
the market. UNE rates need to be BellSouth-specific. A l s o ,  
recognizing that engineering and installation costs should v a r y  
depending on the specific plant, soil and environmental conditions 
of the  installation, staff is at a l o s s  as to what would be a f a i r  
adjustment to make to reflect these things. F u r t h e r ,  the basic 
problem with BellSouth’s loading factors is that they are l i n e a r .  
Applying an adjustment to each factor will not correct this 
problem. For these reasons, staff does not believe this 
alternative is viable. 

Accept 

Yes 

Y e s  

Yes 

Yes 

Yes 

Y e s  

Based on t h e  evidence c u r r e n t l y  in the record, staff 
recommends that UNE rates be set using all of BellSouth‘s loadings 
factors as indicated on T a b l e  7 ( s ) - 4 .  

RTU 1 Y e s  

However, s t a f f  is troubled with BellSouth’s use of linear in- 
plant factors and agrees with AT&T and WorldCom and Sprint that 
linear loadings distort cos ts  between rural and urban areas. I n  
o r d e r  to determine t h e  magnitude of discrepancies between using 
loading factors as opposed to a “bottoms up” approach for  cable 
placements and associated structures, s ta f f  recommends that 
BellSouth be ordered to r e f i l e  the BSTLM within 120 days of the 
date of the order in this proceeding. The revised model should 
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explicitly model all cable engineering and installation placements 
and associated structures. At that time, staff will evaluate the 
revised study, an expedited hearing should be scheduled to address 
whether revisions and true-ups are warranted to the loop rates the 
Commission sets in this instant proceeding. The refiling should 
include all BellSouth assumptions used in developing the cable 
placements, t he  basis and source data for t h e  revised input values, 
and a clear identification and listing of all input values. 

- 3 4 6  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(t ) expenses ; 

RECOMMENDATION: The assumptions and inputs proposed by BellSouth 
should be accepted for purposes of this cost study. No adjustments 
should be made to BellSouth's plant-specific expense factors. 
(Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items (n) through (v) . 

FCCA ALECS: 1) BellSouth fails to remove all r e t a i l  expense from 
its UNE rates. 2) The productivity factor should be 6.5%. 3) 
BellSouth's proposal would double-recover Land, Building, and Power 
expenses. 4) BellSouth's prior factors indicate lower plant- 
specific expenses should exist. 5 )  BellSouth's proposed common 
cost factor should be reduced. [Issues (t) and (u )  are addressed 
together. I 

SPRINT: Sprint has a position only on t h e  following Issue 7 items: 
7 ( a )  I (f) , (1) W a n d  ( s )  . 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Expenses impact three areas of the cost study: 1) 
the shared cost component, 2) the common cost component, and 3) t h e  
plant specific costs. (Caldwell, TR 129) 

According to BellSouth witness Caldwell, " [ t 3 here are 
basically two types of cost associated with an investment, capital- 
related costs and operating-related costs." (TR 104) The economic 
cost of each UNE is determined "by converting the installed 
investment into its capital costs and operating expenses, and 
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included [sic] the appropriate amount of shared and common costs 
and taxes.” (Exhibit 95, Non-Proprietary Cost Study Documentation, 
Section 1, Page 2) Investments are  converted into annual costs 

by applying account specific TELRIC annual cos t  factors 
to the various investments. The annual cost factors 
calculate the capital costs (depreciation, cost of money, 
and income tax) and operating expenses (plant specific 
expense, ad valorem taxes, and other taxes). (Exhibit 95, 
Non-Proprietary Cost Study Documentation, Section 3 ,  Page 
3 )  

The inputs discussed in this issue and in issue 7 ( u )  are 
components used in these calculations. 

AT&T/WorldCom witness Darnell contends that BellSouth‘s 
expense and common cost f ac to r s  do not reflect forward-looking cost 
for the following reasons: 

0 BellSouth has not eliminated all retail expense from its 
UNE ra tes ;  

t he  productivity factor used to forecast i ts  expenses is 
too low; 

0 BellSouth is proposing to double-recover land, building 
and power expense; 

0 plant-specific expenses should be lower; 

0 and common cos ts  should be declining. (Darnell TR 2316) 

W i t h  the exception of plant-specific expenses, the poin ts  made 
by witness Darnell are concerned more with shared and common costs. 
Accordingly, plant-specific expenses will be addressed in this 
issue, while the remaining topics will be dealt with in Issue 7(u). 

PLANT-SPECIFIC EXPENSES 

Witness Darnell argues that BellSouth has proposed plant- 
specific expense factors in this case that are higher than those 
proposed in certain proceedings before the FCC. (TR 2323) Based on 
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his exhibit, the FCC proceedings appear to be a 1998 universal 
service funding proceeding and a 1996 plant specific expense study. 
He states that expense as a percent of investment is declining; 
therefore, he contends that expense factors should also be 
declining. (TR 2323) H e  performed a trend analysis which he argues 
can be applied to BellSouth's books of account to produce forward- 
looking expenses. (TR 2323-2324) 

BellSouth did not address this point, either in testimony or 
in its brief. 

Analysis 

Staff compiled t h e  following table to test the veracity of 
witness Darnell's contention that BellSouth has proposed higher 
plant specific expense factors than those used before the FCC. The 
column labeled "Current Docket" was compiled from BellSouth's non- 
proprietary cost documentation, Appendix F. The columns labeled 
"FCC PSE Study" and "FCC WSF" are from witness Darnell's exhibit 
GJD-4 attached to his prefiled direct testimony. The  FCC PSE study 
appears to be a study of plant-specific expense f ac to r s .  No other 
information is available as to the purpose of this study. The FCC 
USF study appears to have been used in its universal service 
proceedings. The final column showing "higher" and "lower" is 
staff's analysis of the preceding three columns. 

Staff believes that what the table shows is that witness 
Darnell's blanket statement is not supported by the evidence. A 
comparison of each row of factors shows that some factors are 

' higher, while others are lower than those used in certain FCC 
proceedings. F o r  example, the Operator Systems factor in t h e  FCC 
PSE Study was higher than that used by BellSouth in the current 
docket .  Many factors used by BellSouth in its cos t  study were not 
included in the FCC factors provided by witness Darnell. It is not 
clear what the factors provided by witness Darnell were used for by 
t h e  FCC or whether they are appropriate f o r  use in this docket. 
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Description Current FCC PSE 
Docket Study 

Buildings-Central O f f i c e  Equip. 

General Purpose Computers 

Analog Switch 

-054536 .0053 

. 3 2 4 5 0 6  None 

. 0 5 7 6 0 2  None 

~~ 

Digital Circuits-Other 

Analog Circuits 

Poles 

Aerial Cable-Metal 

Aerial Cable-Fiber 

Underground Cable-Metal 

-016093 .0227 

.026991 None 

- 0 2 0 3 6 7  .0179 
-002990 

- 0 4 4 6 4 1  .0558 

- 010326  - 0 0 2 9  

- 0 2 0 1 7 3  - 0196 

Buried Cable-Metal 

Buried Cable-Fiber 

.046195 - 0346 

. 0 0 5 7 3 2  .0039 

Submarine Cable-Fiber 

Interbuilding Network- Metal 

Interbuilding Network- Fiber 

Conduit systems 

.001654 .0061 

.004102 .0023 

.019398 -0023 

. 0 0 2 6 1 8  -0033 

Table 7 ( t )  - 1 

Higher (H) 
/Lower ( L )  

FCC 
USF 

None No change 

None R 

None 

None 

11 Digital Switch I - 0 2 2 0 8 4  I -0400 .0400 

11 Digital Switch I -019633 I None None 

11 Operator Systems I -061441 I - 0 9 0 6  None 

11 Radio I - 0 2 0 4 4 5  1 None None 
~ ~~ 

11 D i g i t a l  Data I .038857  I -0281 
- 

H None 

Digital Circuits- It Pa i r  Gain 
- 016093 

_____ I -0169 -0169 L 

L None 

None 

.0179 One H/One L 

. 0 5 5 a  L 

. 0 0 2 9  H 

-0196 H 

11 Underground Cable- Fiber 1 . 0 0 3 6 3 9  1 .0032 - 0 0 3 2  H 

- 0 3 4 6  H 

-0039 H 

11 Submarine Cable-Metal I .000564 I .0061 None 

None 

None 

None 

N o  change . 0 0 3 3  

Source: EXH 95, BellSouth Non-Proprietary Cost Study, Appendix F; EXH 132, GJD-4 
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CONCLUSION 

Witness Darnell does not address any particular plant-specific 
f ac to r s .  As a result, there is insufficient record to make a 
recommendation on this point. No other points were raised with 
regard to expenses. 

Therefore, s t a f f  recommends that t h e  assumptions and inputs 
proposed by BellSouth should be accepted for purposes of this cost 
study. No adjustments should be made to BellSouth’s plant-specific 
expense fac tors .  
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(u )  common costs; 

RECOMMENDATION: For purposes of this cost study, BellSouth's 
shared and common cost factors should be accepted. (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and i n p u t s  t h a t  should be 
used in the development of forward-looking recurring costs are 
those set forth in the cos t  studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position on items ( n )  through (v). 

FCCA ALECS: 1) BellSouth fails to remove all retail expense from 
its UNE rates. 2) The  productivity factor should be 6.5%. 3) 
BellSouth's proposal would double-recover Land, Building, and Power 
expenses. 4) BellSouth's prior factors indicate lower plant- 
specific expenses should exist. 5 )  BellSouth's proposed common 
cost factor should be reduced. [Issues (t) and ( u )  are addressed 
together. 1 

SPRINT: Sprint has a position only on the following Issue 7 items: 
7 ( a ) ,  (f), (i) , ( j )  and (4. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: As discussed in issue 7 ( t ) ,  expenses impact three 
areas of the cost study: 1) the shared cost component, 2) the 
common cost component, and 3) the plant-specific cos ts .  (Caldwell, 
TR 129) BellSouth witness Caldwell explains that shared and common 
costs in this study have been "based on a projection of BellSouth's 
anticipated expenses." (TR 87) 

For the development of shared costs, the costs are first 
divided into cost pools, and then attribution factors are 
developed. (Reid, TR 1909) These fac tors  assign the shared costs 
into three different categories: 1) wholesale network investment, 
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2) other wholesale, or 3) retail. Any shared costs that do not fit 
into any of these categories are treated as common costs. 
Wholesale shared costs associated with an investment category \\are 
used to calculate the shared cost fac tor  for that investment item. 
A shared cost factor is the ratio of the shared cost assigned to a 
particular type of investment divided by the projected average 
investment. " (Reid, TR 1910) 

After common costs are divided between wholesale and retail, 
\\[t]he wholesale common cost  factor is then calculated as the ratio 
of total wholesale common costs divided by the total of wholesale 
direct costs and wholesale shared costs." (Reid, TR 1910) 

AT&T/WorldCom witness Darnell contends that BellSouth's 
expense and common cost factors do not r e f l ec t  i ts  forward-looking 
cost for the following reasons: 

0 BellSouth has not eliminated all retail expense from i ts  
UNE rates; 

a the productivity factor used to forecast its expenses is 
too low; 

0 BellSouth is proposing to double-recover land, building 
and power expense; 

0 plant-specific expenses should be lower; 

0 and common costs should be declining. (Darnell TR 2316) 

FCTA witness Barta expresses concern with retail expense, 
productivity factors, and common costs. (TR 3255-3256) 

plant-specific expenses w e r e  addressed in Issue 7(t). The 
remaining points will be addressed in this issue. 

RETAIL EXPENSE 

BellSouth witness Reid s t a t e s  that there are four categories 
into which total costs can be placed. (TR 1907) These are:  
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I Direct wholesale costs. Costs which are clearly 
and directly assignable to the "wholesale" 
function. Example--costs of switches. Wholesale 
direct costs are further divided into recurring and 
non-recurring. 

e Direct retail cos ts .  Costs which are clearly and 
directly assignable to the "retail" function. 
Examples - -  marketing, billing, collection and 
other costs that will be avoided by the Company 
when it provides services at wholesale. 

I Shared cos ts .  Costs that are incurred in the 
production of two or more products or services by 
the same production process that do not span all 
activities of the business. Examples - -  general 
support equipment, procurement, engineering 
expenses. 

e * Common cos ts .  Those costs that generally span the 
activities of the business, and the products and 
services it produces. These costs are not directly 
assignable to one product or service, but are 
necessary for the operation of .the business as a 
whole. Examples - - accounting and finance costs I 
executive costs. (TR 1907-1908) 

Witness Reid describes the  manner in which shared and common 
costs awe separated between the wholesale and the retail functions. 
(TR 1908) 

The process BellSouth has followed to reach this goal has 
two fundamental steps. First, t he  "shared costs" are 
segregated into cost pools similar to those utilized in 
the CAM [Cost Allocation Manual]. The costs accumulated 
in these cost pools are attributed to "wholesale" and 
"retail" functions . . . . 

In the second step, the "common costs" are apportioned 
between "wholesale" and "retail" functions based on the  
relative proportion of the  direct and shared cos ts  that 
have been assigned to these functions. (TR 1908-1909) 
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Witness Reid asserts that a l l  retail costs have been excluded 
from the cost study. (TR 1907) However, AT&T/WorldCom witness Greg 
Darnell contends that BellSouth has not eliminated a l l  retail 
expense from its UNE rates. (TR 2316) He points out that BellSouth 
eliminated $1,426,416,105 of retail expense from i t s  forward- 
looking costs in Uniform System of Accounts (USOA) accounts 6611 
(Product Management), 6612 (Sales), 6613 (Product Advertising), and 
6623 (Customer Services). (TR 2316; EXH 132, GJD-2) He argues that 
it is a l so  appropriate to reduce expenses in Accounts 6710 
(Executive and Planning) , 6720 (General and Administrative) and 
6120 General Support). ( T R  2318) He asserts that in Docket No. 
9 6 0 8 3 3 - T P ,  the FPSC found that retail expense in Accounts 6120, 
6710, and 6720  should be determined "'based on the ratio of the 
costs [the FPSC] identified as directly avoided total expenses.'" 
(EXH 1, Order No. PSC-96-1579-FOF-TP, December 31, 1996, page 56; 

TR 2318) 

Witness Darnell notes that in Docket No. 960833-TP, witness 
Reid determined that $1,925,591 887 of retail cost should be 
eliminated from UNE rates. (TR 2317) He argues that retail 
expenses have actually grown significantly as a percent of revenue 
and in absolute terms, and states that "BellSouth's $500 million 
reduction in t h e  amount of avoided retail expense is contrived - 

through differences in cost modeling assumptions." (TR 2317) 

Using h i s  proposed methodology, witness Darnell identifies 
$223,376,929 of retail expense that should be eliminated from the 
cost study in accounts 6120, 6710, and 6720, bringing the total 
retail expense to be eliminated to $ 1 , 6 4 9 , 7 9 3 , 0 3 4 .  (TR 2319) He 
notes that "[tlhis amount of retail expense is still $276,798,853 
below the amount of retail expense that BellSouth witness Reid 
determined in Docket No. 960833-TP." (TR 2319) 

BellSouth witness R e i d  agrees w i t h  the amount of 
$1,925,591,887 of retail cos t  that was eliminated in Docket No. 
960833-TP. (TR 1 9 1 9 )  However, he contends that witness Darnell is 
incorrect regarding the amount of retail cost eliminated in t h e  
current study. (TR 1919) In addition to the accounts noted by 
witness Darnell, BellSouth witness Reid states t h a t  BellSouth 
removed accounts 6621 and 6622, which contain retail expense, from 
the cost study. (TR 1932) He points out that BellSouth has actually 
eliminated $2,188,554,658 in direct and indirect retail costs. (TR 
1919; EXH 119, WSR-4) He notes that this amount is $261,962,771 
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more than the amount eliminated in Docket No. 960833-TP, not the 
$500 million less that witness Darnell argues. (TR 1919) 

FCTA witness Barta also argues that the avoided retail cost 
adjustment made by Bellsouth understates the level of cos ts  that 
should be excluded from the cost studies. (TR 3255) He contends 
that 

The  avoided retail cost adjustment should reflect the 
wholesale percentage discount ordered by the [FPSC] 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. (TR 3255-3256) 

Witness B a r t a  explains that h i s  Exhibit WJB-2 shows the  impact of 
using t h e  residential avoided cost percentage. (TR 3256) As shown 
in that exhibit, based on witness Barta's calculation, the amount 
of retail costs to be avoided would increase by $2,075,991,131, 
from $2,188,369,392 to $4,264,360,523. (EXH 159, WJB-2) 

BellSouth witness R e i d  argues that witness Barta "did not 
address the components of BellSouth's study. He merely took the 
Florida residence resale discount factor and applied it to 
BellSouth's total company projected cost and opined that this 
represents the amount of r e t a i l  cost to exclude as retail in 
Bellsouth's study." (TR 1931) Witness Reid contends that \\ It] he 
multiplication of Florida's residence resale discount rate times 
BellSouth's nine-state total forward-looking costs can only r e su l t  
in a meaningless number." (TR 1931)  

Witness Reid notes the accounts used by BellSouth to determine 
the amount of retail expense to remove are those that the FCC has 
indicated are most likely to contain retail related costs. (TR 
1932)  H e  explains that those accounts t o t a l  $2,143,822,370 of which 
$212,620,641 in operator services expenses were excluded from 
shared and common costs. (TR 1932) He explains that the remaining 
$1,931,201,729 of expense in these accounts is then separated 
between wholesale and retail. (TR 1932) He states that "[alfter 
allocating indirect costs to retail, BellSouth's total retail costs 
to be avoided per the revised cost study is $2,188,554,658." (TR 
1932) He points out that witness B a r t a  proposes to exclude some 
$4,262,360,523 which is "approximately twice the total in the 
expense accounts that normally include a portion related to 
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retail." (TR 1932) He argues that "[tlhere is no justification for 
such a proposal." (TR 1932) 

Analysis 

There  appear to be three areas of contention with regard to 
retail expenses. First, there is disagreement on h o w  much retail 
expense Bellsouth actually eliminated from its cost study. Second, 
witness Darnell contends that BellSouth should exclude a portion of 
accounts 6120, 6710, and 6720 from its cost study. T h i r d ,  witness 
Barta argues that BellSouth should apply the wholesale percentage 
resale discount ordered by the FPSC to determine t h e  correct amount 
of retail expense to be removed. 

AMOUNT OF RETAIL EXPENSE 

staff has analyzed BellSouth's filing and agrees with 
BellSouth witness Reid that the amount of retail expense t h a t  has 
been eliminated is $2,188,554,658. (TR 1932) Staff verified that 
this figure is contained in the common cost factor calculation of 
t he  model, as an output of BellSouth's Shared and Common Cost 
Calculator. (EXH 95) However, staff cannot t race  the numbers 
throughout the model, so a certain element of f a i t h  is necessary. 

Staff believes t h e  source of confusion on t h e  amount s t e m s  
from files contained in Appendix F of BellSouth's non-proprietary 
cost study. (EXH 95) Four accounts are shown in that appendix: 
6611, 6612, 6613, and 6623. (EXH 95) while witness Reid claims 
these include t h e  direct portion of retail expenses, totaling 
$1,599,222,134, the actual total shown is that expressed by witness 
Darnell, $1,426,416,105. (EXH 8 5 ,  p .  17) 

In addition to the accounts shown in Appendix F,  BellSouth 
removed accounts 6621 and 6622, which contain retail expense, from 
the cost study. ( R e i d  TR 1932) Witness R e i d  explains that t he  
analyses of Accounts 6621 and 6622 are not included in Appendix F 
because these accounts contain opera tor  services costs, which are 
not included in shared and common costs at a l l .  (EXH 85, p. 22) He 
asserts the amounts have been removed from the cost study. (EXH 
85, p .  2 2 )  
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Based on witness Reid's explanation, it appears, as calculated 
by staff, that t h e  following retail expenses would have been 
removed from BellSouth's cost study. 

Direc t  retail expense $1,599,222 , 134 

Operator services 212 , 620 , 641 

Attributed indirect 376,711,883 

Total $2,188,554,658 

(TR 1932; EXH 85,  p .  17) 

While the amount of direct retail expense shown in Appendix F 
differs from that noted by witness Reid, nevertheless, s ta f f  has 
verified that the total retail expense removed from the common cost 
factor calculation appears to be the same as that noted by witness 
Reid. 

ACCOUNTS 6120, 6710, AND 6720 a 
As discussed above, witness Darnell asserts that in Docket No. 

960833-TP, the FPSC found that retail expense in Accounts 6120, 
6710, and 6720 should be determined "'based on the ratio of the 
costs [ t h e  FPSCI identified as directly avoided total expenses.'" 
(EXH 1, Order No. PSC-96-1579-FOF-TP, December 31, 1996, page 5 6 ;  
TR 2318) 

As previously discussed, BellSouth removed more retail expense 
from the cost study than what witness Darnell contends. While 
witness Reid asser t s  that indirect retail costs have been removed 
from the cost study in addition to the direct retail costs, he 
provides no evidence as to what accounts they come from. He did 
describe where Bellsouth's retail expense adjustment could be found 
in the cost study. However, s ta f f  has been unable to verify 
anything other than  the total amount, as noted above. 

A review of BellSouth's workpapers from its cost study that 
witness Reid described reveals that amounts related to these 
accounts were either attributed to retail or excluded completely 
from t h e  analysis. Although staff was unable to trace the dollar 
amounts through the model, it was clear from the  workpapers that 
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led to the derivation of the common cost factor that the accounts, 
or in some instances, a portion of them, were removed from the 
calculation. Thus, it appears that BellSouth has made adjustments 
to the accounts. What remains is a disagreement over the amount. 

Further, the intrastate amounts contained in each of these 
accounts totals nowhere near what witness Darnel1 recommends to be 
removed. Those intrastate totals are: 

Acct. 6120 (summary of accounts 6121-6124) $ 92,449,807 
Acct. 6710 (summary of accounts 6711-6712) $ 16,278,457 
Acct. 6720 (summary of accounts 6721-6728) $201,956,485 

Total $310,684,749 

(Source: EXH 61, p .  223) 

Witness Darnell's assertion regarding the FPSC's findings in 
Docket No. 960833-TP does not apply here, as discussed below. 
Further, as discussed previously, there appears to be confusion 
over the amounts that were removed for retail expenses, due to the 
manner in which BellSouth presented them. Staff believes the t o t a l  
amount of retail expenses that were removed is reasonable when 
compared to previous studies. Therefore, no further adjustment 
should be made to these accounts. 

WHOLESALE PERCENTAGE DISCOUNT 

FCTA witness Barta asserts that avoided retail expenses should 
be calculated based on the  wholesale discount percentages ordered 
by the FPSC in Docket No. 960833-TP, Order No. PSC-96-1579-FOF-TP. 
The manner in which witness Barta uses the discounts differs from 
the way it was calculated in Docket No. 960833-TP. "TO arrive at 
the appropriate discount 
costs  by t he  revenues f o r  
p .  57) However, witness 
BellSouth's cost study by 
amount of avoided cost to 
WJB-2) 

, [ t h e  FPSC] divides the total avoided 
the service subject to discount .I ' (Order, 
Barta multiplies t h e  total expenses in 
the residential discount to arrive at an 
be removed from the cost study. (EXH 159, 

Witness Barta used the residential discount of 2 ~ 8 3 % ~  rather 
(See Order No. PSC-96- than the lower business discount of 16.81%. 

1579-FOF-TP, p .  58) He stated that 
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[tJhe residential r e t a i l  cos t  percentage was used in the 
testimony because a Commission-approved blended rate was 
unavailable. In retrospect, it may have been better to 
provide a range for the recommended adjustment with the 
high end representing the residential avoided retail cost 
percentage and the low end representing the business 
avoided retail cost percentage. (EXH 74, p .  10) 

He did not propose a blended rate to be used. 

staff noted one difference between the adjustments made in 
Docket No. 960833-TP and the current cost study. That is the 
adjustment for uncollectible expense. (Order, p .  56) Witness Reid 
explained that the shared and common cost in the current study is 
a “bottoms up” approach. (EXH 85, p .  24) He notes that no 
uncollectible expense was included in the study; therefore, there 
is none to exclude. (EXH 85, p .  2 4 )  

As in the prior discussions, staff believes witness Barta‘s 
recommended adjustment is unfounded. As explained by witness Reid, 
the methodology recommended by witness Barta results in a 
meaningless number. There is no basis upon which to recommend t h e  
removal of retail expenses that are approximately twice the amount 
of expenses that are in the appropriate accounts. 

Productivity Factor/Inflation Factor 

AT&T/WorldCom witness Darnell notes that BellSouth used a 
productivity factor of 3.1% to project its expenses. (TR 2320) 
However, witness Darnell argues that this f ac to r  is based on a 
study the United States Telephone Association (USTA) filed with t h e  
FCC tha t  has  never been adopted. (TR 2320) He recommends the use 
of a 6.5% factor, which he argues is the  most recent f ac to r  
approved by the FCC for BellSouth. (TR 2320) He opines that 

[ g ]  iven 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 Flo r ida  s t a t e  specific productivity factor.” (TR 
2320) 

Witness Darnell asserts that the use of an inappropriately low 
productivity factor will result in UNE rates that a re  not forward 
looking. (TR 2321) He contends that 
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Year 

1995  

1 9 9 6  

. . . the F C C ' s  and U S T A ' s  productivity factors are  
derived for [sic] expense and investment trend analysis. 
Forward-looking UNE pricing should only concern i tsel f  
with the result of the trend. As such, t he  use of a 
productivity factor based on a trend analysis, such as 
the FCC's, may tend to overstate forward-looking cost. 
(TR 2321) 

Operating Depreciation Difference 
Expense 

$ 2 , 5 3 0 , 8 7 5 , 0 0 0  $710 ,207 ,000  $ 1 , 8 2 0 , 6 6 8 , 0 0 0  

$ 2 , 5 0 0 , 4 8 2 , 0 0 0  $736 ,661 ,000  $1 ,763 ,821 ,000  

FCTA witness Barta points out that BellSouth used an inflation 
f ac to r  of 3.2% t o  3.5 % ,  which exceeds the productivity offset of 
3.1%. (TR 3254) He notes that "[tlhis r e s u l t s  in "a growing level 
of expenses each year during t h e  forecast period." (TR 3 2 5 4 )  He 
argues that BellSouth's expense level, on a per access line basis, 
has actually been declining in recent years .  (TR 3254) He provides 
Exhibit WJB-1 in support of this conclusion, which shows 

1 9 9 7  

1 9 9 8  

1 9 9 9  

as derived from total operating expense less 
have declined steadily since 1 9 9 5 .  (EXH 159, 
table shows the figures used by witness Barta 
graph. 

$2 , 4 2 5 , 4 7 4 , 0 0 0  $754 , 6 4 1  , 0 0 0  $ 1 , 6 7 0 , 8 3 3 , 0 0 0  

$2 , 463 , 2 9 6 , 0 0 0  $774 I 6 8 9 , 0 0 0  $1 ,688 ,607 ,000  

$ 2 , 4 3 8 , 3 1 3 , 0 0 0  $810 ,987 ,000  $1 ,627 ,326 ,000  

BellSouth's expenses, 
depreciation expense, 
WJB-1) The following 
in development of his 

Table 7 ( u )  - 1 

I ll I I I 

BellSouth witness Reid argues t h a t  witness Darnell "has not 
performed any studies or provided any reasonable evidence that 
would indicate that t h e  3.1% productivity f ac to r  used by BellSouth 
for projecting certain expenses in its study is understated." (TR 
1920) He asserts t h a t  witness Darnell has simply recommended t h a t  
the FPSC require BellSouth to use the fac tor  previously used by the 
FCC in its interstate price cap formula, with no explanation why 
that is appropriate. (TR 1920) 

. 
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Witness Reid notes that the FPSC used a 2.9% productivity 
offset in Docket No. 960833-TP .  (TR 1920) He argues that the 3.1% 
productivity factor proposed by BellSouth in the current proceeding 
is "more ambitious" than that used in the previously referenced 
study. (TR 1920) 

Witness Reid also points out that the FPSC recognized 
previously that "because BellSouth's shared and common factors are 
based on the relationship between projected investments, and 
applied against forward looking investments, . . . BellSouth's 
factors have some inherent productivity gains." (TR 1921; Order 98- 
0604-FOF-TP, p .  55) In that order the FPSC a lso  found that 
"BellSouth's use of inflation/growth factors that range from 3.4 
per cent to 5.1 per c e n t  is reasonable.'' ( O r d e r  98-604-FOF-TP, p .  
5 5 )  

Finally, witness R e i d  argues that the "use of t he  6 . 5 %  factor 
f o r  interstate price cap purposes was reversed and remanded t o  the 
FCC by the United States Court of Appeals for the District of 
Columbia Circuit." (TR 1921) He asserts that the FCC subsequently 
established a n e w  interstate price plan in the CALLS proceeding 
which rendered t h e  use of the productivity factor moot. (TR 1921) 

ANALY S I S 

FCTA and AT&T/WorldCom argue for a productivity factor of 
6 . 5 % '  rather than the 3.1% used by BellSouth. S t a f f  believes the 
ALECs' basis for recommending a 6.5% productivity factor is 
unconvincing. A review of the reasons f o r  the FCC's adoption of 
this particular factor and the subsequent reversal and remand by 
the U.S. Court  of Appeals for the D.C. Circuit causes staff 
concern. The following is a discussion of the FCC's reasons for 
the use of the productivity, or X-factor. 

The introduction of LEC price cap regulation was expected 
to stimulate cost reduction and accelerate technological 
innovation because the regulated firms would be able to 
benefit from such behavior and accelerate technological 
innovation because the regulated firms would be able to 
benefit from such behavior as they could not do under 
rate-of-return regulation. (EXH 85, p .  62, Order FCC 99- 
345, 8 6 )  
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To achieve these goals, the [FCC’s] LEC price cap scheme 
allows prices to increase by a measure of inflation minus 
a productivity offset, or X-factor. The X-factor 
represents the amount by which LECs can be expected to 
outperform economy-wide productivity gains. The 
Commission has periodically adjusted the LEC price cap 
plan to ensure that it continues to provide strong 
incentives to incumbent LECs to provide a substantial 
benefit t o  customers, while not basing permitted prices 
explicitly on individual firms’ costs. (EXH 85, p .  62, 
Order FCC 99-345, 17)  

Thus, s t a f f  notes that f r o m  the outset, the FCC’s use of t he  
X-factor, or productivity factor, was not intended to be used as a 
mechanism for projecting cos ts .  Rather, it was a mechanism used to 
implement the F C C ’ s  interstate pricing policy. In 1997, the FCC 
revised the price cap plan by eliminating all sharing requirements 
and setting the X-factor at 6 . 5 % ,  based primarily on an FCC staff 
study of historical growth. (Order, T f l O )  H o w e v e r ,  as pointed out 
by BellSouth, the U.S. Court of Appeals for the D.C. Circuit 
reversed and remanded the case back to the FCC. (EXH 85, p .  64, 
Order FCC 9 9 - 3 4 5 ,  817) 

The court questioned the [FCC‘s] stated rationales for 
selecting 6.0 [sic] percent, from the high end of the 
5.2-6.3 percent zone of reasonableness, as the historical 
component of the X-factor. Specifically, the court found 
that the [FCC] had not supported i ts  conclusion that the 
two lowest TFP [total factor productivity] year averages, 
from 1986-1995 and 1991-1995, should be accorded less 
weight in the selection of the X-factor. The court also 
questioned the Commission’s reliance on an upward trend 
in the X-factor from 1993, noting that the trend could be 
part of a larger cyclical pattern, in which case a 
downward turn in t h e  X-factor could be expected. In 
addition, the court noted that there was no discernible 
trend in either of the two X-factor components . . . . 
(Order ,  118) 

It is clear to staff that the court had serious doubts about 
the X-factor selected by the FCC. Although the case was remanded 
back to the FCC, no response to the court’s concern has ever been 
provided. Subsequently, the approval of the CALLS plan, which set 
specific rates, thus eliminating the reliance on price caps, 
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rendered the use of the price cap moot. Therefore, contrary to 
witness Darnell’s contention, it is apparent that the 6.5% 
productivity adopted by the FCC in 1997 was not a settled matter. 

The only basis upon which the ALECs rely in recommending the 
6.5% productivity factor is that the FCC adopted it. No other 
rationale was given, even when specifically asked by staff why this 
factor was appropriate. (EXH 74, p .  9 )  For the reasons stated 
above, staff cannot give the same weight to the fact that the FCC 
adopted the factor as has been given by the ALECs. 

’ Staff also considers witness Darnell’s statement that “the use 
of a productivity factor based on a trend analysis, such as the 
FCC‘s, may tend to overstate forward-looking cost” rather strange. 
It is not clear, if such a factor overstates cost, why witness 
Darnell recommends it. (TR 2321) He argues that one should only be 
concerned with the results of the trend analysis for which such a 
factor is used, but if the result is overstated c o s t ,  and the ALECs 
are advocating lower costs, the result appears contrary. 

Further, staff‘s analysis of the data used to produce witness 
Barta’s graph of expenses reveals that t o t a l  expenses have declined 
only 3.66% over a four-year period, while depreciation expense 
increased 14.19%. Thus, it appears to staff that the decrease in 
expenses that witness Barta uses to support a higher productivity 
factor is actually due largely to an increase in depreciation 
expense, not enhanced productivity, as one could infer from witness 
Barta’s testimony. 

staff agrees with BellSouth witness Reid that the productivity 
factor used by BellSouth in this study is higher than that used in 
Docket No. 960833-TP. Staff has no basis upon which to recommend 
a change, Accordingly, staff believes the productivity factor  used 
by BellSouth f o r  purposes of this study is appropriate. 
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D o u b l e  Recovery of Land, Building and Power Expense 

Witness Darnell argues that BellSouth's proposed UNE rates 
double-recover Land, Building, and Power Expense, but he does not 
know by how much. (TR 2321) He states that BellSouth has not 
provided t h e  necessary information for h i m  to make that 
determination. (TR 2321) 

Witness Darnell contends that \\ [SI imply put, BellSouth has the 
opportunity to double recover some of its costs unless the 
appropriate adjustments have been made." (TR 2322) He bases this 
contention on the fact that BellSouth responded in discovery that 
no adjustments had been made to several common cost components 
prior to their application to the study. (TR 2322; EXH 132, GJD-10) 
As an example, he explains that BellSouth receives revenues f o r  
services it provides, such as collocation rate elements. He argues 
that the costs associated with providing these services should be 
offset against associated expenses before apportioning the 
remaining amounts to the UNE rate elements. (TR 2322) 

BellSouth witness Reid argues predictably that there is no 
double recovery. (TR 1 9 2 2 )  Rather, he contends that witness 
Darnell does not understand BellSouth's cost study. (TR 1922) 
Witness Reid launches into a somewhat elaborate discussion of each 
item that witness Darnell takes exception to. (TR 1922) 

POWER EXPENSE 

Witness Reid explains that power expense, Account 6531, 'is 
assigned by the shared and common cost  application to an expense 
bucket called 'power' and is excluded from all of the shared and 
common cost used to determine t h e  shared and common cost factors." 
(TR 1922) He argues that power expense would only impact shared and 
common cost because it would be part of the common cost factor, 
which would lower the factor. (TR 1922-1923) 

He notes that power produced for house service is included in 
Land and Building Expense, Account 6121. He states that this 
account is divided into cost pools for allocation in the shared and 
common cost study. (TR 1923) He asserts that expenses related to 
space leased to others and to BellSouth owned cent ra l  office 
buildings are excluded from recovery in the shared and common c o s t  
factors. (TR 1923) 
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Witness Reid contends that witness Darnell's proposal to 
offset the expenses "is inappropriate because costs related to 
leased space are not included in shared and common cost  in the 
first place." (TR 1923-1924) 

LAND AND BUILDING COSTS 

Witness Reid states that these c o s t s  are treated in a manner 
similar to the way power expenses are treated. (TR 1924) He 
explains that the amounts associated with space leased to others 
and to BellSouth owned central office buildings are excluded from 
recovery in the shared and common cost factors. (TR 1924-1925) 

However, witness Reid does advise that, in reexamining its 
cost study, BellSouth determined t h a t  one cost pool associated with 
central office land and buildings rented from others was included 
in central office shared cost. (TR 1925-1926) He provided a 
recalculation of the common cost factor which shows no change as a 
result of this correction. (TR 1926; EXH 119, Rebuttal WSR-1) 

Witness Darnell has proposed no specific adjustments 
Building, and Power Expense, except that he believes 
should offset revenues received from leases against these 
Witness Reid soundly rebuts this notion, explaining t h a t  
witness Darnell proposes are not included in the cost 
begin with. Thus, it would be inappropriate to offset 

to Land, 
Be 1 1 South 
expenses. 
the costs 
study to 
revenues 

against a cost that is not there. Staff is aware of no evidence 
contrary to witness Reid's position, and it was not addressed in 
FCCA's brief, except to reiterate witness Darnell's testimony. The 
mere opportunity to double-recover, as cited by witness Darnell, is 
insufficient to base an adjustment upon. Therefore, staff does not 
recommend any adjustments to these costs. 

Shared and Common C o s t s  

BellSouth witness Reid states that "the relationship between 
wholesale common costs and the total of wholesale direct and 
wholesale shared costs yields t he  common cos t  factor." (TR 1904) 
He notes t h a t  BellSouth has used a common cost f ac to r  of 6.24% in 
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the current study, versus a 5.30% factor previously. (TR 1904) He 
explains that shared cost factors are "derived by determining t h e  
relationship, by investment type, between wholesale shared costs 
related to investment accounts and the associated network 
investment ."  (TR 1904) He contends that "application of these 
factors in the cost development process allows BellSouth to 
associate a reasonable amount of forward-looking shared and common 
costs with each W E . "  (TR 1905) 

Witness Reid states that the reasons the common cost factor i s  
higher in the current proceeding as compared to p r i o r  proceedings 
stem from changes in cost assignment procedures for computer and 
software related expenses and the allocation of a portion of 
billing and collection costs to wholesale. (TR 1928) He explains 
that 

[t] he accounting profession issued a Statement of 
Position 98-1 that BellSouth adopted on 1/1/1999 that 
changed t he  way software was capitalized. In the past 
[BellSouth] had only  capitalized initial operating 
software. . If the software increased the 
functionality of the application, then it should be 
capitalized. (EXH 85, p .  2 8 )  

He notes t h a t  the amount of software expense that was capitalized 
as a result of a normalizing adjustment was $369,779,000. (EXH 85, 
pp. 28-29) 

Witness Reid provides a comparison between the current study 
and the previous study. ( T R  1929) He notes that the comparison 
shows an increase in wholesale common cost of $177 million, but a 
decrease of wholesale shared cost of $181 million, f o r  a net 
decrease of approximately $4 million. (TR 1929; EXH 119, WSR-2) 

Witness Darnell argues that BellSouth has not  shown any 
compelling reason to increase the common cost factor for this 
proceeding to 6 . 2 4 % .  (TR 2325) He bases his conclusion that the 
common cost f ac to r  should be lower primarily on two points. First, 
he states that BellSouth revised the methodology used in previous 
dockets such that some costs are shifted from non-recurring rates 
to recurring ra tes .  (TR 2324-2325) He continues that "[if this is 
true, it begs the  question of why this was not done two years ago." 
(TR 2325) He also asserts that Corporate Operations expense, which 
is a primary contributor to the Common C o s t  factor, has been 
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declining as a percentage of revenue. (TR 2325) He contends that 
this is evidence that the common cost factor should be reduced, not 
increased. (TR 2325) 

ANALYSIS 

BellSouth's evidence as to the cause of the increase in the 
common cost factor, particularly with regard to the accounting 
change noted by witness Reid, appears reasonable. A change in such 
an accounting pronouncement is beyond the control of BellSouth. 
While witness Darnell discounts this reason, he does not explain 
why BellSouth should not follow the pronouncement. 

Instead, witness Darnell focuses on two other points. The 
first is his concern that the methodology change BellSouth made 
shifts some costs f r o m  non-recurring rates to recurring rates. His 
comment that BellSouth should have done so two years ago is 
nonsensical. The point made by witness Reid was that the FPSC 
ordered BellSouth to make the change. The order to which he refers 
states 

. . . we find it appropriate for shared costs to be 
reflected by means of the shared cost factors. These 
costs shall not be associated with labor rates. This 
does not prohibit BellSouth from recovering these costs. 
It merely shifts the recovery of these costs from non- 
recurring rates to recurring rates. (Order No. PSC-98- 
0604-FOF-TP, p .  63) 

Witness Darnell has provided no evidence as to why BellSouth should 
not  use the Commission-ordered methodology. 

Witness Darnell's second point is that a lower common cost 
factor should be used because corporate operations expense is 
declining. Staff notes that he is comparing corporate operations 
expense to revenue in determining that the expense has declined. 
(EXH 132, GJD-6) However, the common cost factor is derived by 
dividing wholesale common costs by d i rec t  wholesale costs. Staff 
does not understand how the fact that corporate operations expense 
is declining as a percentage of revenue fits into this equation. 

Witness Reid's explanation as to why the common cost factor  
has risen is far more plausible, in staff's view, than witness 
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Darnell’s reasons as to why it should decline. This i s  particularly 
t h e  case when one notes that shared costs have declined. This is 
the very impact that was described by the FPSC when it ordered a 
change in methodology. 

CONCLUSION 

The evidence presented by the ALECs is less convincing, in 
staff’s view, than the explanations provided by BellSouth. As a 
r e s u l t ,  staff does not believe any appropriate adjustments to t he  
shared and common cost factors have been identified. Therefore, 
staff recommends that, for purposes of this cos t  study, BellSouth‘s 
shared and common cost f ac to r s  should be accepted. 
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ISSUE 7: What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking recurring UNE 
cost studies? 

(v) other. 

RECOMMENDATION: All matters ra i sed  by the parties have been 
addressed in other  issues. Accordingly, no action is needed with 
regard to this issue. (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking recurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by t h e  testimony of BellSouth’s 
w i t n e s s e s .  

DATA ALECS: Adopt FCCA position on items (n) through (v) . 

FCCA ALECS: Shared investment should be allocated based on t h e  
number of per pair equivalents. 

SPRINT: S p r i n t  has a position only on the following Issue 7 items: 
7(a), (f) I (i> I ( j h n d  (d. 

TIME WARNER: Adopts FCCA ALECs I posit ion. 

STAFF ANALYSIS: The FCCA ALECs took a position regarding the 
allocation of shared investment. This issue will be addressed i n  
Issue 7 (a), network design. 

All matters raised by t h e  parties have been addressed in other 
i s s u e s .  Accordingly, no action is needed with regard to this issue. 
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ISSUE 8 :  What are the appropriate assumptions and inputs f o r  the 
following items to be used in the forward-looking non-recurring UNE 
cost studies? 

(a) network design; 

RECOMMENDATION: Non-recurring studies should be forward-looking, 
reflecting efficient practices and systems, but this perspective 
should be tempered by considerations of what is reasonably 
achievable. (Dowds) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in t h e  development of forward-looking nonrecurring costs are 
those set f o r t h  in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: The forward-looking network design used in the non- 
recurring UNE cost studies should be the same as the forward- 
looking design used in the recurring cost studies. 

FCCA ALECS: See 7 ( a )  above. [The  Commission should adopt the BSTLM 
c o s t  model, but run only in the "combos" scenario, and only as 
modified to incorporate the network architecture parameters 
proposed by Mr. Donovan and Mr. Pitkin.] 

SPRINT: The forward-looking, non-recurring UNE cost studies should 
reflect as closely as possible t h e  actual costs incurred in 
performing the required activity, including the amount of time 
required by an efficient provider to complete the activity and the 
cos t  to perform that activity, using most current loaded labor 
rates. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: Staff would note at t h e  outset that there was 
limited testimony directed to this specific issue. According to 
BellSouth witness Caldwell, a T o t a l  Element Long Run Incremental 
Cost (TELRIC) cost methodology incorporates five basic principles: 
(1) based on current technology and an efficient network 
configuration; ( 2 )  it is long run in nature; ( 3 )  considers both 
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volume sensitive and volume insensitive costs ;  ( 4 )  reflects a 
forward-looking perspective; and (5) provides for a reasonable 
allocation of shared and common costs. (TR 84) Witness Caldwell 
notes, however, that the implementation of these five principles is 
often in dispute. I n  particular, she notes that “[iln the past, 
the main areas of contention with respect to cost development were: 
network design, work time estimates and the provisioning process, 
and economic parameters, e - g . ,  cost of money and depreciation.” (TR 
85) Witness Caldwell testifies that t h e  cos ts  -submitted by 
BellSouth in this proceeding ’ I -  . . are based on an efficient 
network, designed to incorporate currently available forward- 
looking technology, but recognize BellSouth‘s provisioning 
practices and network guidelines, as well - ”  (TR 87) Specifically 
with  respect to the development of nonrecurring costs,  the witness 
asserts that the network modeled should also ’\. . . consider 
potential process improvements , and should be attainable. ” (TR 130) 

AT&T/WorldCom witness King states that non-recurring costs ’ I .  

. .are the efficient, one-time costs associated with establishing, 
disconnecting or rearranging unbundled network elements purchased 
from an ILEC at t h e  request of a customer (e-g., ALEC) .” (TR 683) 
He emphasizes that non-recurring cost development must comport with 
TELRIC costing principles. In particular, he asser t s  that 

Often, in these UNE cases, nonrecurring charges are based 
on the activities the ILEC has incurred in the past. 
This methodology may not be TELRIC. According to TELRIC 
rules, non-recurring charges must be based on the 
activities the ILEC should incur if it was operating i n  
a forward-looking least cost most efficient manner. (TR 
683; emphasis in original) 

In response to AT&T/WorldCom witness King’s implication in his 
testimony that BellSouth’s nonrecurring cost analyses are based on 
outdated processes, BellSouth witness Caldwell states that such a 
conclusion is in error. Rather, she contends t h a t  ‘\. . . 
BellSouth’s nonrecurring studies are based upon anticipated work 
times and forward-looking processes that exist today and will be 
used to provision UNEs for the foreseeable future.” (TR 153) 

In his revised rebuttal testimony AT&T/WorldCom witness King 
describes the various adjustments to BellSouth’s nonrecurring cost 
studies t h a t  he made; these are reflected on his Exhibit JAK-3 (EXH 
135). Witness King asserts that he has eliminated those costs 
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which he believes have no place in a ”.  . . forward-looking network 
architecture and efficient provisioning process.” (TR 2401) As an 
example, he contends that BellSouth has included unnecessary 
intermediary work groups, such as the Local Customer Service Center 
(LCSC) and the UNE Center (UNEC) /Access Customer Advocate Center 
(ACAC), in the wholesale provisioning process; he states these work 
groups are middlemen and their inclusion inserts inefficiencies in 
the processes. (TR 2401) 

During cross-examination concerning the zero fallout 
assumption in the ordering process that he used in his adjustments 
to BellSouth‘s nonrecurring studies, he agreed that ’\ . . . the 
zero percent fallout assumption is based on the notion that every 
time a CLEC submits an order that may have an error on it, 
BellSouth‘s systems will be able to electronically identify that 
error, electronically resubmit the order back to the CLEC, and have 
the CLEC correct that error; . . . ” However, he admitted that 
BellSouth’s systems today are unable to do this. (TR 2417) 
Moreover, he acknowledged that he is not aware of any carrier that 
has deployed technology that would allow an ILEC to identify every 
error in an ALEC’s electronically submitted order. (TR 2418) 
However, in his revised rebuttal testimony witness King testified 
that a forward-looking cos t  study should reflect forward-looking 
but currently available and deployed technology. (TR 2397) @ 

In her direct and rebuttal testimony Data ALECs witness Murray 
states that there are at least three reasons why an ILEC‘s 
recurring and nonrecurring cos t  studies should be based on a single 
forward-looking network architecture. First, she asserts that \ I .  

. . each incumbent has only one integrated network over which it 
provides all of the functions associated with unbundled network 
elements both now and in the future. It does not matter whether 
the costs of those functions are classified as recurring or 
nonrecurring.” (TR 2512) Hence, the witness concludes that common 
sense implies that an ILEC should assume one network design for all 
its studies. 

Second, witness Murray contends that the FCC’s pricing rules 
do not distinguish between recurring and nonrecurring costs where 
they refer to the assumption of the appropriate technology and 
network configuration in a forward-looking cost study. She 
continues: 
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Under FCC rules, the total of recurring and 
nonrecurring charges for a given network element 
may not exceed the total forward-looking economic 
c o s t  for t h a t  element. [ 4 7  CFR § 5 1 . 5 0 7 ( e ) ]  It is 
hard to imagine how one could test whether a cost 
study complies with this r u l e  if the cost study 
assumes one network design in computing recurring 
costs for an element and a completely different 
design in computing nonrecurring costs. (TR 2512) 

Third, the Data ALECs witness states that use of a single 
network design would prevent an incumbent LEC from double- 
recovering its costs of providing a particular UNE. Moreover, if 
an ILEC is allowed a "mix-and-match" approach to cost modeling that 
allows f o r  double-recovery, incumbent LECs will receive incorrect 
network modernization signals. (TR 2512) She explains how this 
phenomenon could occur: 

. . . if new entrants must reimburse the incumbents f o r  
both the recurring cost of building a brand-new, modern 
network (akin to the monthly payment on a new car) and 
the nonrecurring cost of maintaining and/or modifying 
t h e i r  existing networks to provide both voice and 
advanced services, the incumbents will have less 
incentive to invest in new, forward-looking technology. 
(TR 2513) 

Witness Murray observes that BellSouth agrees that the same network 
architecture should underlie both recurring and nonrecurring cost 
studies. (TR 2519) However, she alleges that BellSouth 

Unfortunately did not put this theory i n t o  practice. At 
page 20 of her direct testimony, Ms. Caldwell indicates 
t h a t  individual subject matter experts supplied the key 
assumptions used in B S T ' s  nonrecurring cos t  studies. 
These experts have not assumed a network design t h a t  is 
consistent with the network assumptions in BST's 
recurring cost analysis. (TR 2520) 

The Data ALECs witness complains that BellSouth's loop conditioning 
study ignores the CSA design guidelines t h a t  BellSouth witnesses 
claim are  the basis for their cost modeling. Further, she states 
that BellSouth improperly uses multiple network scenarios and, as 
a result, bases its loop conditioning charges on an all-copper 
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network that “does not exist today and t h a t  BST has no plans to 
build.” (TR 2520) 

BellSouth witness Caldwell disagrees with witness Murray’s 
claim that it does not matter whether costs are classified as 
recurring or nonrecurring. With respect to nonrecurring costs,  
witness Caldwell states that these ” .  . . costs are incurred at the 
time of service connection and must be recovered regardless of how 
long the UNE is used or remains in service.” (TR 1116) Moreover, 
the BellSouth witness asserts that witness Murray erroneously 
assumes that costs of the same network components are included in 
both recurring and nonrecurring prices. To the contrary, witness 
Caldwell testifies: 

Recurring and nonrecurring costs f o r  services are costed 
differently because they use network components in 
different degrees or use different components altogether. 
Recurring prices recover one set of costs, e.g., 
depreciation, cost of money and maintenance 
Nonrecurring prices recover a different set of costs. 
For example, the cost of the technician installing the 
circuit f o r  used [s icJ  by the ALEC is recovered through 
a nonrecurring price. Again, this nonrecurring cost is 
fully incurred when the service is installed, and must be 
recovered regardless of h o w  long the customer uses the 
service. (TR 1117) 

Witness Caldwell also takes exception to witness Murray’s 
claim that by receiving compensation based on the cost of a n e w  
network, plus the cost of maintaining an old network, ILECs have no 
incentive to deploy new technology. She discusses the automobile 
analogy used by Ms. Murray and contends it is incorrect. 

In the premise for the analogy, she assumes t h a t  the car  
owner is only being reimbursed for  upkeep of the old car. 
She then claims that premise is similar to someone being 
reimbursed for both the up keep of the existing car and 
payments on the new one. She uses this nonsensical 
analogy to support her contention that BellSouth is doing 
something that, in fact, it is  not doing. BellSouth is 
not asking ALECs to pay for two different means of 
providing the same service. F o r  example, when an ALEC 
orders an unbundled loop, BellSouth is not asking t h e  
ALEC to pay the full cost of that loop provided with one 
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technology plus t h e  full cost of providing it with a 
different technology. BellSouth is not "mixing and 
matching,'' we are simply asking to recover the cost of 
t h e  functions BellSouth actually performs to provide a 
UNE. (TR 1118) 

In his refiled direct testimony Sprint witness McMahon that an 
non-recurring cost  study should emphasize the development of a 
single, average charge; rather, he believes a forward-looking non- 
recurring cost study I \ .  . . should reflect as closely as possible 
the actual costs incurred in performing the required activity. . . 
. ' I  (TR 3154) Such a study would incorporate t h e  time required by an 
efficient provider to perform the necessary activities, and t h e  
cost to perform those activities based on current loaded labor 
rates. Basing non-recurring r a t e s  on such properly conducted 
studies would result in ALECs paying ' I .  . . Non-recurring charges 
that relate directly to work actually performed on t h e i r  behalf 
which, in turn, would ensure that t h e  ILEC neither over, nor under- 
recovers, non-recurring costs / (TR 3154) 

Recommendation 

King's 
characterization of non-recurring c o s t s  as being the ". . . the 
efficient, one-time cos ts  associated with establishing, 
disconnecting or rearranging unbundled network elements . . . ' I  (TR 
683) In his review and critique of BellSouth's cost studies witness 
King essentially assumed, e . g . ,  t he  existence of a fully automated 
ordering system which could identify all errors  on an 
electronically submitted local  service request (LSR) and resubmit 
it to an ALEC. (TR 2417) However, he subsequently admitted that he 
was unaware if such system had actually been implemented anywhere. 
(TR 2497) Moreover, especially since the AT&T/WorldCom witness had 
asserted that a non-recurring cost study should reflect the use of 
efficient forward-looking technologies but those which were 
currently available and being deployed, staff believes that witness 
King's OSS assumption is unrealistic. Rather, we believe witness 
Caldwell was on mark when she testified that network modeled in a 
non-recurring study should be "attainable." (TR 130) Staff agrees 
with witness King that a non-recurring study should not necessarily 
be restricted solely to modeling activities incurred in the  past; 
we endorse witness Caldwell's assertion that non-recurring studies 

S t a f f  agrees with AT&T/WorldCom witness 
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should " .  . . consider potential process improvements, . . . I f  (TR 
130) 
Accordingly, we recommend that non-recurring studies should be 
forward-looking reflecting efficient practices and systems, but 
this perspective should be tempered by considerations of what is 
reasonably achievable. 

With respect to Data ALECs witness Murray's claim that it does 
not matter whether network functions are classified as recurring or 
non-recurring, s t a f f  respectively disagrees. By definition, non- 
recurring costs are one-time costs, typically associated with the 
initiation of service. In contrast, recurring costs reflect 
recovery of ongoing costs of providing a given service, such as 
capital-related costs and maintenance expenses. Notwithstanding 
staff's disagreement on this point, we acknowledge in Issue 6 that 
there may be circumstances where it may be reasonable to recover 
non-recurring costs through recurring prices. 

As a l s o  discussed in Issue 7 ( a )  , staff agrees in principle 
that a single network design is appropriate for cost studies. 
However, since we disagree that recurring and non-recurring costs 
are interchangeable, we agree with BellSouth witness Caldwell that 
no "mixing and matching" occurs in the studies filed in t h i s  
proceeding because the same cos ts  are not included in both a 
recurring and non-recurring study. Finally, staff believes that 
witness Murray mischaracterizes FCC rule 5 1 . 5 0 7 ( e ) ,  which she says 
provides that the sum of a given UNE's recurring and non-recurring 
charges cannot exceed the total TELRIC of the UNE. We observe that 
the rule actually states: 

State commissions may, where reasonable, require 
incumbent LECs to recover nonrecurring costs over a 
reasonable period of time. Nonrecurring charges shall be 
allocated efficiently among requesting telecommunications 
carriers, and shall not permit an incumbent LEC to 
recover more than the total forward-looking economic cost 
of providing the applicable element. 
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ISSUE 8 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking non-recurring UNE 
cost studies? 

(b) OSS design; 

RECOMMENDATION: T h e  appropriate assumptions and inputs to be used 
in the forward-looking non-recurring UNE studies for determining 
OSS design and t h e  mix of manual versus electronic activities are 
those set forth by BellSouth. (Watts) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking nonrecurring costs are 
those set forth in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: The NRC cos t  study should assume electronic OSS for  all 
preordering and ordering functions, including access to loop make- 
up data. The study should assume that ILECs have reasonably 
maintained complete, quality databases and that competitors will 
have nondiscriminatory access to the data therein and t o  the 
electronic processing capability of the incumbent's OSS. 

FCCA ALECS: ALECs should not be required to pay for the 
inaccuracies and inefficiencies of BellSouth's OSS. They should be 
responsible only f o r  the forward-looking cost of a fully automated 
system. 

SPRINT: The forward-looking, non-recurring UNE cost studies should 
reflect as closely as possible the actual costs  incurred in 
performing the required activity, including the amount of time 
required by an efficient provider to complete the activity and t he  
cost to perform that activity, using most current loaded labor 
rates. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS : Please see Issue 8(e> where these issues have 
been combined. 
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ISSUE 8 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking non-recurring UNE 
cos t  studies? 

(c) labor rates; 

RECOMMENDATION: The appropriate assumptions and inputs for  labor 
rates in the forward-looking non-recurring UNE cost studies are 
those recommended by BellSouth. (Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate,assumptions and inputs that should be 
used in t h e  development of forward-looking nonrecurring costs are  
those set f o r t h  in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: (c) and (d) 
ALECs should not be required to pay for "intermediary" work groups 
which are  not involved in BellSouth's own retail activities. 
Fur ther ,  travel and field installation times should be rejected as 
should activities related to connecting subcomponents. 

SPRINT: The forward-looking, non-recurring UNE cost studies should 
reflect as closely as possible the actual costs incurred in 
performing the required activity, including the amount of time 
required by an efficient provider to complete the activity and the 
cost to perform that activity, using most current loaded labor 
ra tes .  

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: BellSouth witness Caldwell describes how BellSouth 
develops its labor rates: 

This Commission accepted BellSouth's methodology f o r  
developing the direct labor rates in the previously filed 
UNE studies. It did, however, eliminate the shared 
component from the labor rate. (Order No. PSC-96-1579- 
FOF-TP at Page 63) . . . Bellsouth followed the s a m e  
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process in developing labor rates in this filing . 
(TR 110) 

. . 

Labor rates fo r  specific work groups are developed based 
on extracts of previous year's data from the Financial 
Front End System. This extract accumulates labor expense 
and hours. A PC application processes this information 
to produce labor rates. During processing, the actual 
costs for a given work group are accumulated by 
expenditure type ( e . g . ,  direct labor productive, premium, 
other employee, etc.). These actual costs are divided by 
the actual hours (classified productive hours f o r  plant 
and engineering work groups and total productive hours 
for cost groups) reported by work group to determine t h e  
basic rates. The base year of labor rate data collection 
was the 1998 calendar year. A labor inflation factor is 
developed from the BellSouth Region TPIs and is applied 
to inflate these rates to the study period 2 0 0 0 - 2 0 0 2 .  
(TR 132) 

Staff notes that the FCCA ALECs' position on this issue is 
combined with that of Issue 8 ( d ) ,  [non-recurring] required 
activities, but that the FCCA ALECs' position on Issue 8 ( d )  does 
not refer to labor rates. 

AT&T/WorldCom witnesses Donovan and Pitkin refer to labor 
rates in their testimony, but in the context of recurring costs ,  
specifically the cost of capital, not nonrecurring costs. (TR 2138) 

Sprint's position on this issue is identical to i t s  positions 
on the other subparts of Issue 8 ,  although Sprint does refer to the 
"most current loaded labor rates" in its position. 

Sprint witness McMahon addresses labor rates in his testimony. 

The forward-looking, non-recurring UNE cos t  studies 
should ref lect  as closely as possible the actual costs 
incurred in performing the required activity rather than 
developing a single "average" charge. This would include 
the amount of time required by an efficient provider to 
complete t h e  activity and the cost to perform the 
activity, using most current loaded labor ra tes .  (TR 
3154)  

- 3 8 0  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

According to witness McMahon, a non-recurring cost study 
"should consist of four main steps," including step number 3: 

Identifying the labor ra tes  for each work group t h a t  
completes the activity and multiplying that amount by the 
time identified t o  complete the activity. (TR 3156) 

Witness McMahon, however, does not address whether 
BellSouth's labor ra tes  comport with his view of h o w  labor rates 
should be calculated. 

SUMMARY 

Absent any evidence by any party to the contrary, s t a f f  
believes that BellSouth's labor rates are reasonable. Therefore ,  
staff recommends that the appropriate assumptions and inputs for 
labor r a t e s  are those recommended by BellSouth. 
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UNEC 
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CO I & M  

SSI&M 

Travel 

ISSUE 8: What are t h e  appropriate assumptions and inputs for the  
following items to be used in the forward-looking non-recurring UNE 
cost studies? 

(d) required activities; 

RECOMMENDATION: The appropriate assumptions and i npu t s  f o r  required 
activities are the adjustments to BellSouth's work activities 
shown below in Table 8d-1. ( O l l i l a )  

Table 8d-1 - Staff's Recommended Adjustments 

II Category 
11 CRSG Incremental Time 

11 CRSG 
11 LCSC 
II SAC 

LA11 other  work groups 

POSITION OF THE PARTIES 

Staff's Recommended Adjustments to 
BellSouth's Installation and Disconnect 
Work Groups and Work Times 

Eliminate work times 

Reduce work times by 55% 

Reduce work times by 75% ' 

Reduce work times by 505; 

Reduce work times by 50% 

Reduce work times by 50% 

Eliminate work times 

Reduce work times by 4 5 %  

Reduce work times by 65% 

Reduce work time by 20% 

Reduce work times by 35% 

No Adjustment 

Reduce work times by 45% 

as 

, 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking nonrecurring cos ts  are 
those s e t  forth in the cost studies filed by BellSouth on August 
16, 2 0 0 0 ,  and as supported by the testimony of BellSouth's 
witnesses. 
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DATA ALECS: The nonrecurring cost study should assume only the 
efficient performance of those activities which would be required 
in a forward-looking network. For xDSL loops,  those activities 
include processing an ALEC service order, performing t h e  necessary 
central office work, and closing the order. Bel 1 South' s 
nonrecurring cost study unnecessarily bloats both the work 
activities and the work times for provisioning xDSL loops.  

FCCA ALECS: (c) and (d) 
ALECS should not be required to pay for "intermediary" w o r k  groups 
which are not involved in BellSouth's own r e t a i l  activities. 
Further, travel and field installation times should be rejected as 
should activities related to connecting subcomponents. 

SPRINT: The forward-looking, non-recurring UNE cost studies should 
keflect  as closely as possible the actual costs incurred in 
performing t he  required activity, including the amount of time 
required by an efficient provider to complete the activity and the 
cost to perform that activity, using most current loaded labor 
rates. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: According to BellSouth witness Varner's rate 
proposal,  BellSouth has proposed over 330 distinct nonrecurring 
installation and disconnect rates. (EXH 92, Corrected Revised AJV- 
1) These rates appear in witness Varner's rate proposal 
approximately 1,050 times because BellSouth is proposing the same 
nonrecurring installation and disconnect rates for each zone for a 
particular deaveraged element. (EXH 92, Corrected Revised AJV-1) 
The ALECs also have proposed the same nonrecurring installation and 
disconnect rates for each zone for a particular deaveraged element. 
(EXH 135, JAK-1; TR 2 6 9 0 - 2 6 9 2 )  

BellSouth and the ALECs have not proposed deaveraged 
nonrecurring w o r k  activities and work times. (EXH 95; EXH 96; EXH 
135 ,  JAK-3; TR 2690-2692) Given the parties' apparent agreement, 
and absent any evidence to the contrary, s t a f f  recommends that 
nonrecurring work activities and times need not be adjusted for 
different deaveraging zones. 

Staff has intensively analyzed BellSouth's nonrecurring cost 
studies for representative types of unbundled network elements 
(UNES) ; based on our research, staff chose three representative 
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UNEs to present at length in this analysis: ADSL loop, CCS7 
Signaling, and Interoffice Transport - DSO. Based on the record, 
t h i s  analysis would be equally applicable to a l l  UNES. These three 
representative UNES were chosen due to a greater amount of 
testimony addressing the ADSL loop and to provide an example of a 
signaling element and a transport element, and in order to prevent 
redundancy in this analysis. Based on these extensive reviews, 
staff applied the results of what it learned to other UNE 
nonrecurring cost studies that included similar activities, 
probabilities, etc. The nonrecurring cost  study for the ADSL loop 
generated the most scrutiny by the ALECs, consequently producing 
the most ALEC rebuttal of any of t h e  nonrecurring cost studies, so 
that is the first cost study staff analyzes. 

BellSouth‘s submission of a revised cost filing on August 16, 
2 0 0 0 ,  approximately one month prior to the hearing date, has made 
staff‘s analysis more complex for several reasons. First, ALEC 
rebuttal testimony was due on July 31, 2000, over t w o  weeks prior 
to BellSouth’s revised cost study filing. Second, the parties 
deposed several BellSouth subject matter experts in July. During 
the depositions, the  only cost study the parties had to use was, of 
course, the original one. T h i r d ,  although the ALECs were permitted 
to f i l e  supplemental rebuttal on the revised cost study,  because of 
the closeness to the September 19 hearing date, the supplemental 
rebuttal testimony was due less than t w o  weeks after the revised 
cost study filing. Finally, BellSouth filed its revised cost study 
on an electronic basis, and in the case of some nonrecurring rates, 
changed the spreadsheet (Excel) file names from the first filing. 
BellSouth also changed the measurement of work times from hours in 
the  original study to minutes in the revised study for t he  detailed 
labor work times. Additionally, staff discovered there are 
calculation errors in BellSouth’s revised study for certain xDSL- 
type loops that overstate total work times by approximately 1.3 
hours. 

Staff’s analysis is organized so that it proceeds from the 
general to the specific, with the subject areas shown below. 

e 

e 

Nonrecurring vs. recurring activities 
Steps in determining nonrecurring activities 
How did BellSouth determine the nonrecurring 
activities? 
What are BellSouth’s nonrecurring activities? 
BellSouth‘s revised cos t  filing 
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0 

0 

0 

a 

BellSouth’s ADSL loop nonrecurring cost studies 
BellSouth‘s CCS7 Signaling Transport nonrecurring 
cost study and ALEC rebuttal 
BellSouth’s Interoffice Transport DSO 
nonrecurring cost study and ALEC rebuttal 
Remaining nonrecurring work groups & rate elements 
Summary 

- 

NONRECURRING VS. RECURRING ACTIVITIES 

There is a fundamental disagreement between the parties, 
notably  BellSouth and the D a t a  ALECs, on the definition of 
appropriate nonrecurring activities. 

According to BellSouth witness Caldwell, 

I .  . the nonrecurring costs BellSouth incurs to 
provision an unbundled loop for an ALEC are incremental 
to BellSouth‘s capitalized cos ts  associated with 
installing the facilities in the first place. The 
nonrecurring costs reflect the activities required to 
activate t h e  circuit, such that it is working for t h e  
ALEC and only once BellSouth receives a service request 
from the ALEC. Examples of nonrecurring activities 
include running t h e  jumpers at the cross-box, making the 
physical connection at the Network Interface Device 
(“NID”), and testing the circuit to ensure that it meets 
the transmission requirements set for the specific loop 
ordered. None of the c o s t s  of these activities are 
included in BellSouth‘s recurring costs and therefore, 
there is no double recovery of cos ts .  (TR 1 2 0 2 . 4 2 0 3 )  

Data ALECs witness Murray views this issue differently: 

. . . a l l  of the fieldwork costs associated with 
providing fully connected unbundled loops are (or should 
be) included in t he  recurring cost of t h e  unbundled loop. 
A forward-looking recurring cost  analysis includes a l l  
[emphasis in original] of the investment and expense 
necessary to establish a complete connection from its 
central office main frame to t h e  end user. In other 
words, the recur r ing  cost that new entrants incur already 
includes costs for all of the installation work that BST 
also seeks to include in its nonrecurring cost study even 
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if an end-user customer is establishing service at a 
"new" location. Therefore, it is inappropriate to again 
count portions of the fieldwork costs required to install 
portions of the loop as a nonrecurring cost, 

. . . not only does a recurring cost analysis such as 
BST's include the cost of both placing and connecting a 
complete unbundled loop as a recurring cost, it also 
include [sic] t h e  entire cost for placing a substantial 
quantity of spare capacity. As part of the price that 
competitor pays for each and every unbundled loop, the 
competitor a l so  prepays BST to carry the capacity 
necessary to provide whatever ultimate additional loop 
capacity BST built into its study assumptions. (TR 2 5 2 6 -  
2527) 

BellSouth witness Varner asserts in rebuttal to witness Murray 
that: 

Nonrecurring costs are incurred at the time of service 
connection and must be recovered regardless of h o w  long 
the UNE is used or remains in service. 

Furthermore, Ms. Murray incorrectly assumes that the same 
network components are reflected in both the recurring 
and the nonrecurring prices. Recurring and nonrecurring 
costs for services are costed differently because they 
use network components in different degrees or use 
different components altogether. Recurring prices 
recover one set of costs, e . g .  depreciation, cost of 
money and maintenance. Nonrecurring prices recover a 
different set of costs. For example, the cost of t h e  
technician installing the circuit for used [sic] by the 
ALEC is recovered through a nonrecurring price. Again, 
this nonrecurring cost is fully incurred when the service 
is installed, and must be recovered regardless of h o w  
long the customer uses the service. (TR 1116-1117) 

AT&T/WorldCom witness King states 

Non-recurring cost activities are those that only benefit 
the ALEC requesting the elements. If the activity being 
performed is a one-time activity, b u t  has the potential 
to benefit future users of a particular 
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telecommunications facility, the costs of the activity 
should be characterized as recurring. The cost of 
constructing a loop is one such example . . . . (TR 2398-  
2 3 9 9 )  

Staff is not persuaded by witness Murray‘s argument that 
nonrecurring costs are included in recurring costs. Rather, staff 
is persuaded by BellSouth witnesses Caldwell and Varner that when 
an ALEC requests service, there are specific activities that occur 
that may not occur otherwise and that these activities should be 
costed and priced separately from recurring costs and prices. 
Staff agrees with AT&T/WorldCom witness King that non-recurring 
activities are those that benefit only the specific ALEC. What the 
appropriate nonrecurring activities are, and their work times, is 
the focus of this issue. 

STEPS IN DETERMINING NONRECURRING ACTIVITIES 

BellSouth witness Caldwell describes the network design that 
should be used in developing nonrecurring costs: 

The same network design assumptions that provide the 
foundation f o r  recurring costs should be utilized when 
developing nonrecurring costs. Thus, the network should 
be forward-looking, reflect BellSouth’s guidelines and 
practices, should consider potential process 
improvements, and should be attainable. (TR 129-130) 

Witness Caldwell describes how BellSouth determined the 
required activities, stating that BellSouth does not have a 
nonrecurring cost model ”in the formal sense. ” (TR 99) BellSouth’s 
study methodology states: 

Nonrecurring costs are one-time expenses associated with 
provisioning, installing and disconnecting an unbundled 
network element or combination. These costs potentially 
include five major categories of activity: service 
inquiry, service order processing, engineering, connect 
and test, and technician travel time. Examples of the 
work activities in each of these categories are: 

Service Inquiry - Review network facilities for 
availability 
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Service Order Processing - Prepare and issue service 
orders 

Engineering - Assign cable and pair; design circuit; 
order plug-in; perform translations in the switch 

Connect and Test - Install circuit; test circuit; 
disconnect 

Technician Travel Time - Travel to the customer's 
premises 

The first step in developing nonrecurring costs is to 
determine the cost structure, L e . ,  determine if the 
costs occur only once, on a first and additional basis, 
or on an initial and subsequent basis. Individuals 
familiar with the provisioning process associated w i t h  
each unbundled network element or combination describe 
the tasks required to handle a service request from a 
CLEC. In other words, they determine the workflow. Then 
subject matter experts identify the amount of time 
required to perform the tasks and also determine the 
probability that the activity will occur. Nonrecurring 
costs are developed by multiplying the work time for each 
work function by t h e  labor rate for the work group 
performing the function. 

Utilizing work functions, work times, and labor rates, 
disconnect costs are calculated in the same manner as the 
installation costs. (EXH 95, Narrative, Section 3, pp. 
3-4) 

BellSouth witness Caldwell explains how BellSouth updates its 
nonrecurring cost information: 

Let me explain t h e  process BellSouth used to update the 
nonrecurring cost information. Existing input 
information was gathered, and the different activities 
for each loop were compared to other loops that had 
similar provisioning requirements. This comparison was 
provided to the product teams for review, possible 
update, and final concurrence. 
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If Mr. Riolo is alleging that the cost analyst produced 
the inputs that went into the study, he is sadly 
mistaken. As I described previously, the current product 
teams w e r e  provided then existing inputs that had been 
provided to the cost group as a starting point for the 
product team’s review. The original inputs also were 
obtained from network experts that participated on prior 
product teams and w e r e  in no way, shape, or form 
“developed” by the cost analyst. (TR 1209) 

AT&T/WorldCom witness King asserts that 

The theory behind the development of a non-recurring cost 
model is fairly simple. First, it is necessary to 
identify the non-recurring actions required to provision 
unbundled network elements to ALECs.  Second, it is 
necessary to break down each action i n t o  the detailed 
work activities that comprise each action, and determine 
both the time necessary to complete these activities and 
the associated labor rates. Finally, it is necessary to 
determine, f o r  each action, the probability that a 
particular work activity will be required to provide the 
action. 

The non-recurring cos t  of a particular action, then, is 
simply the sum of the costs of each of the necessary w o r k  
activities, calculated as the product of (1) the required 
time, ( 2 )  t h e  labor rate, and (3) t h e  probability of 
occurrence of each work activity. (TR 2399) 

Sprint witness McMahon details the steps he believes should 
occur in a nonrecurring cos t  study: 

1. Identifying the work activities or tasks performed 
to complete service order, installation, and other 
related service functions for each unbundled 
element. 

2. Identifying the work times related to performing 
each function above. 

3 .  Identifying the labor rates f o r  each work group 
that completes t h e  activity and multiplying that 
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amount by the time identified to complete the 
activity. 

4. Grouping the costs by appropriate activities to 
develop a cos t  by unbundled network element. (TR 
3155-3156) 

It appears to staff that the witnesses quoted above agree in 
general terms about how nonrecurring cos ts  should be determined. 
staff agrees with witness King that the theory behind developing a 
nonrecurring cos t  is "fairly simple." Staff also agrees with the 
witnesses that, for this issue, identifying the work activities, 
work times, and any probabilities that the activities will occur is 
the appropriate way to study nonrecurring costs. Staff also notes 
that these cost  studies are to be forward-looking, according to the 
FCC, and according to BellSouth, "the network should be forward- 
looking, reflect BellSouth's guidelines and practices, should 
consider potential process improvements, and should be attainable." 
(47 CFR, § 5 1 . 5 0 5 ;  TR 129-130) Therefore, it is the specific 
nonrecurring actions required in a forward-looking cost study, the 
work times, and the probability that the work will be performed, 
which is subject t o  differing interpretations by the parties. e 

HOW DID BELLSOUTH DETERMINE THE NONRECURRING ACTIVITIES? 

In this p a r t ,  staff discusses who determined the required 
activities and the process or methodology used to determine these 
activities, including what criteria were taken into account. 

According to BellSouth witness Caldwell, 

. . . personnel familiar with the provisioning process 
provided input into the nonrecurring cost  development. 
They provide the process flow, t h e  w o r k  centers involved, 
any probabilities that may be required, and the time 
required by work center. (TR 132-133) 

When asked whether "personnel familiar with the provisioning 
process" means the same as "subject matter expert" (SME) , BellSouth 
responded that the "terms are used interchangeably. ' I  (EXH 61 , p. 
94) These personnel 
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. . . are BellSouth staff employees who represent each of 
their functions/departments for the BellSouth line 
organizations. Their work experience and expertise 
qualify them to provide the data used in BellSouth's Cost 
study Filing in this proceeding. (EXW 61, p .  94) 

Several BellSouth SMEs were deposed in t h i s  proceeding: James 
Franklin Ennis (EXH 97), Daniel Eric Stinson (EXH 98) ' Michael K. 
Zitzmann (EXH 9 9 ) ,  James R. McCracken (EXH loo), and Nancy Pauline 
Murphy (EXH 101) . 

BellSouth SME Ennis supplied work times f o r  the W E  Center. 
The functions performed by the UNE Center 

. . . include coordination activities, such as tracking 
the status of orders and escalating and handling orders 
in jeopardy. The major function of the UNEC is to 
perform frame continuity and due date coordination and 
testing. (TR 1703) 

When BellSouth SME Ennis was asked if there was "any written 
document showing efforts to record how long people took t o  perform 
these t a s k s , "  he stated yes and that the document \\was given to me 
by the person requesting cost inputs." (EXW 97, pp. 43-44) Late r  in 
the deposition he stated that inputs were given to him and that he 
was asked "to verify that they were correct." (EXH 97, p. 72) He 
"looked at them, thought that they were not correct and supplied 
inputs to the cost people." (EXB 97, p .  72) He "was told that 
[his] inputs are in the Florida filing." (EXH 97, p. 72) It is not 
clear to staff whether the first document and the inputs are the 
same, although it appears likely that they are. 

SME Ennis based t h e  work times on 

Experience. . . Having done the work myself in the past, 
supervised t h e  people doing the work, and now as a staff 
person. (EXH 97, p .  43) 

SME Ennis s t a t e s  that he was not asked to perform a time and 
motion study. In response to a question asking him 
whether he had "ever suggested to anyone that's the right way to 
get to the precise answer here," he responded "yes . "  (EXH 97, p .  
4 5 )  When SME Ennis was asked what the response to his question was, 

(EXH 9 7 ,  p. 44) 
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he stated, '\[T]he response was yes, that's true." (EXH 97, p .  4 5 )  
He had this discussion with his "superiors." (EXH 97, p -  45) 

BellSouth SME Stinson supplied time estimates f o r  Central 
office operations, also known as Central Office Installation and 
Maintenance or CO I&M. (EXH 98, pp.4-5) CO I&M employees " w i r e  the 
circuit at the collocation site." (TR 1704) SME Stinson had 
\\actually performed" the activities for  which he provided time 
estimates but he did not "talk to anybody in the Central Office in 
the course of assembling the data." (EXH 98, p .  6 )  He s t a t e d  in 
his deposition that BellSouth had not requested a time and motion 
study in CO I & M .  (EXH 9 8 ,  p .  7 )  

According to the BellSouth SME for Outside Plant Engineering 
( O S P E ) ,  Michael K. Zitzmann, 

Engineers don't install loops. They engineer them and 
they draw them up on jobs and they plan them; . . . . 
(EXH 99 ,  p. 1 2 )  

BellSouth SME Zitzmann relies on his "knowledge and experience 
as an outside plant engineer" when he supplies estimates. (EXH 99, 
p .  11) When asked how he supplied time inputs for cost studies, he 
stated @ 

Sometimes it's verbally and sometimes in meetings, we 
have weekly meetings on the UNE teams and we provide 
inputs to them. Sometimes it's E-mail. (EXH 99, p. 5) 

Bellsouth SME Zitzmann stated that he did not recall providing 
an estimate i n  writing. (EXH 99, p .  18) H o w e v e r ,  he has "reviewed 
the documents where they [the cost group] incorporated" his 
estimates. (EX 99, p .  1 9 )  

BellSouth SME McCracken did not supply work times for the 
Special Services Installation and Maintenance (SSI&M) organization 
to anyone in BellSouth's cost organization; rather, he was given a 
spreadsheet with times "to actually go out and turn up t h a t  
product;" he understood the times to come from a 1993 study. (EXH 
100 ,  pp. 19, 22) SSI&M employees work in the  field and are 
responsible for, among other activities, performing the cross- 
connection at the cross-box, testing, and trouble resolution. ( T R  
1704) SME McCracken did know of a 1993 time and motion study, 
although he had not seen the study. (EXH 100, pp. 2 0 - 2 1 )  He was 
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not asked to provide estimates or revisions "due to a recent cour t  
decision by t h e  E i g h t h  Circuit." (EXH 100, p .  2 6 )  He was also not 
asked to review "any revisions to BellSouth's cost studies and cost 
models," due to the recent court decision. (EXH 100, pp. 26-27) He 
had not heard of either "TELRIC" or " to ta l  element long run 
incremental cost." (EXH 100, p .  2 7 )  In response to questions, SME 
McCracken describes how he verified work times: 

Q .  When you verified t h e  times, how d id  you go about 
verifying them? 

A .  

Q .  

A. 

Q -  

Basically taking a look at them and ensuring t h a t  
the f l o w  was correct and that the times - t h a t  
there was a time associated to t h e  flow. 

But how did you determine whether the time 
associated with a particular par t  of the f l o w  was 
correct? 

Well, I really wasn't worried about whether the 
time w a s  correct, knowing tha t  those numbers are 
coming from at least a time and motion study 
instead of j u s t  estimating times off - pulling them 
out of the a i r  and saying well, it takes 
approximately this time. 

When you say time and motion study,  you are again 
referring to that TOC [the term was not defined in 
the transcript] study in 1993? 

A. Y e s ,  sir. (EXH 100, pp. 2 7 - 2 8 )  

In response to f u r t h e r  questions, SME McCracken states t h a t  the 
study was explained to him as a time and motion study, but t h a t  he 
was not t o l d  how it was performed. (EXH 100, pp. 28-29) He does 
not know t h e  study assumptions. (EXH 100, p .  29)  

BellSouth SME Murphy provided work times for the Local Carrier 
Service Center (LCSC). (EXH 101, p .  9 )  The LCSC is "specifically 
for the CLECs'  use t o  process the local service order for BellSouth 
to provision. " (Order No. PSC-98-0604-FOF-TP, p. 164) When 
BellSouth SME Murphy w a s  asked i f  she w e r e  "given any guidance or 
directions on how to go about determining these work times," she 
replied that she "was asked to give the amount of time in minutes 
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to how long it takes in today's environment to process a clean and 
accurate LSR [local service request] from receipt to FOC [firm 
order confirmation] . I '  (EXH 101, p .  13) She has done the work for 
which she submitted times and supervised those who have done the 
work. (EXH 101, p .  9) She provided the times verbally, not in 
writing o r  through e-mail. (EXH 101, p. 11) Her times came from 
"watching what they [service reps] do, knowing what they do and 
doing [her] own end-to-end test orders." (EXH 101, p .  15) She d i d  
not record her observations. (EXH 101, p .  16) SME Murphy explained 
that t h e  times she uses "are times that I incorporated with my time 
and the time that the service reps are actually processing t h e  
work.f' (EXH 101, p. 16) The time she provides is "mainly" from 
observing others and is an "average" time. (EXH 101, pp. 16-17) 
She explained that the average time is not the time of the fastest 
worker but rather comes from observing the times of a new employee, 
an average employee, and a " m o r e "  experienced employee. (EXH 101, 
p .  17) She was not asked to perform a time and motion study. (EXH 
101, p .  19) 

BellSouth SME Murphy was not asked to "review any document 
w i t h  [her] work times," although the documents w e r e  available to 
review if she  chose. (EXH 101, p. 12) She stated that she has 
provided work times for a cost study "approximately ten times" and 
that she has never "been made aware" that the work times she 
provided were not correctly incorporated into t h e  cost study. (EXH 
101, p. 9 9 )  

WHAT ARE BELLSOUTH'S NONRECURRING ACTIVITIES? 

BellSouth witness Caldwell describes BellSouth's nonrecurring 
categories in general terms: 

Provisioning activities can be desegregated [sic] i n t o  
five basic categories: Service Inquiry, Service O r d e r  
Processing, Engineering, Connect & Test, and Travel. 
(Every category is not applicable to every unbundled 
network element.) Service Inquiry reflects an up-front 
process by which the availability/suitability of 
facilities is determined. Service Order Processing 
considers activities incremental to the Electronic and 
Manual Service Order r a t e  elements previously described. 
Let me note  t h a t  t h e  only w o r k  center considered in the 
two Service Order  elements is the LCSC. However, other 
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work centers may be involved in service processing f o r  
certain elements. Engineering t i m e s  reflect activities 
such as, the work required to construct design lay-out 
records, review of pending jobs,  and confirmation of 
network design standards. Connect & Test considers the 
physical activities required to provision the requested 
element and to ensure the transmission quality of the 
element. Forces involved with Connect & Test include such 
groups as Installation and Maintenance, Special Services 
Installation and Maintenance, Circuit Provisioning Group, 
and Recent Change Memory Administration Group. The 
Travel category reflects the amount of time needed by 
technicians to get to the work location. Travel times 
consider accomplishing more than one task per t r i p .  (TR 
132-133) 

BELLSOUTH'S REVISED COST STUDY FILING 

BellSouth filed its recurring cost study on April 17, 2000 and 
i ts  nonrecurring cost study on May 1, 2000. On August 16, 2000, 
approximately one month prior to the September 19, 2 0 0 0  hearing, 
BellSouth filed revisions to its cost models, including revisions 
to its nonrecurring cost analyses. According to BellSouth witness 
Caldwell , 

. . . since the original April 17th filing, BellSouth has 
revised its nonrecurring provisioning process for Digital 
Subscriber Line ("xDSL") elements. Originally, BellSouth 
conducted t h e  cost study under the assumption that a 
manual service inquiry and loop make-up would be required 
for xDSL loops to ensure that specific transmission 
parameters are met. However, with the FCC's 319 rules 
concerning loop qualification, it was necessary for 
BellSouth to revisit the provisioning process and modify 
some of the underlying assumptions. (TR 1137) 

. . . BellSouth will be offering both a manual and a 
mechanized provisioning process to support service 
inquiry and access to loop make-up information. 
BellSouth has revised i ts  cost study to reflect these new 
processes. . . . (TR 1138) 
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. . . During revisions to t h e  xDSL nonrecurring costs, 
BellSouth reviewed all of the nonrecurring inputs  for all 
types of loops to ensure consistency of work time 
estimates and t h e  correctness of the underlying 
assumptions. Several inputs were modified as par t  of 
this process. (TR 1138) 

Witness Caldwell provided a brief summary of some of the 
changes in her August 18, 2 0 0 0  revised direct testimony. 

All nonrecurring costs for non-loop elements decreased 
due to the decrease in gross receipts tax. Nonrecurring 
costs associated with service level ('SL")l and SL2 loops 
increased mainly as a result of an increase in the 
dispatch rate. The sub-loop feeder has been reclassified 
as a designed loop, which involves more provisioning 
activities and thus increased nonrecurring costs. (TR 
1141) 

BellSouth also has changed its cost recovery f o r  xDSL 
loops and Unbundled Loop Modification ("ULM") . This 
change, by itself, would not have impacted the total cost 
of loop provisioning and loop modification; however, 
other input changes were also made. Originally, the 
Unbundled Loop Modification ( " U L M " )  element included 100% 
of service inquiry activity. The savings obtained when 
the xDSL loop and ULM were ordered together were 
reflected in the cost of the loop. Additionally, the 
manually ordered xDSL loops (with loop make-up) increased 
due to the inclusion of 100% costs associated with 
service inquiry activity. Now, the savings are reflected 
in t he  ULM rather than the loop. BellSouth has also 
restructured t h e  input files f o r  the nonrecurring cost 
development associated with loops in order to display 
calculations which previously were only visible if the 
file was opened electronically. (TR 1141-1142) 

Staff notes that it found calculation errors in BellSouth's 
spreadsheet, FL-xdsl.xls (EXH 95) that overstated work times for 
the ADSL loop, 2 and 4-wire HDSL loops,  and short and long 2 and 4 -  
wire copper loops ordered with loop makeup. The errors  increase 
the total work time f o r  each of these loops by 1.305 hours. T h e  
error  occurred in the Engineering category and is explained 
immediately following Table 8d-4 below. 
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BELLSOUTH’S ADSL LOOP NONRECURRING COST STUDIES 

In this section staff discusses BellSouth’s original ADSL loop 
cost study, its revised study, and provides a comparison of the t w o  
studies; discusses ALEC testimony and BellSouth’s rebuttal of ALEC 
testimony; and provides staff’s analysis. Both studies are 
included because Data ALECs witness Riolo‘s rebuttal testimony was 
on the original study and because there is a significant time 
difference between the two studies. 

BellSouth’s cost studies include work activities and work 
times for the first installation, and each additional installation, 
as well as for the first disconnect and each additional disconnect. 
When staff and the parties refer to work activities and times, 
unless otherwise noted, the reference is to the first installation. 
Some of the same work categories may not be included in the 
additional installation or the first and additional disconnect, and 
the work times may differ. 

BellSouth’s original proposed work activities for the 2-wire 
ADSL loop are shown in Table 8d-2 below, with the work times in 
hours. BellSouth’s original cost study had eight footnotes f o r  the 
2-wire ADSL loop. These footnotes are: 

1. Assumes 100% dispatch to connect. 
2. OSPE [Outside Plant Engineering] engineering time 
assumes a 10% fall-out r a t e  requiring manual intervention 
(m) - occurs with unbundling when loop terminates other 
than in the switch. 
3. 90% of loops are new; 10% are reused facilities which 
require additional UNEC time. 
4. Fallout rate for  AFIG [Address Facility and Assignment 
Group] is 30% on installs and 5% on disconnects. 
5. UNEC [UNE Center] and CO I & M  Field (connect and test) 
[Central Office Installation and Maintenance] times 
assume 15% of total are carried in other transport 
elements. 
6. SSI&M [Special Services Installation and Maintenance] 
travel is captured in Drop/NID investment. 
7. CPG [Circuit Provisioning Group] time assumes 15% 
fallout on installations and 10% fallout on disconnects. 
8. CRSG [Complex Resale Support Group], LCSC [Local 
Carrier Service Center] , OSPE and SAC [Service Advocacy 
Center] installation times are adjusted by 52% to reflect 
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situations when loop and modification a r e  ordered at the 
same time. (EXH 3 9 )  

Footnote 8 re fers  to the activities in the Service Inquiry 
category. BellSouth’s original cost study structure provided that 
when loop modification (e.g., removal of load coils) is  not ordered 
a t  the s a m e  time that the loop is, then the CRSG, LCSC, OSPE and 
SAC installation times increase.  Both sets of numbers are shown in 
Table 8d-2 on t he  following page. 
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Installation 

First Add' 1 

Disconnect 

First Add, 1 

l o  

CPG processes request; designs circuit & 
generates DLR & WORD [undefined, staff 
assumes it refers to Microsoft Word] 
document for CLEC & F i e l d .  

A F I G  assigns loop facilities 

-0442 - 0 0 6 7  . 0 8 2 5  . 0 4 5 0  

.0400 . 0 4 0 0 '  -0058 .0058 

UNEC pulls info, assigns to work forces; 
verifies & ensures accuracy of design; 
creates cut sheets to verify reuse of 
facilities; ensu res  dispatch, performs 
frame continuity and due date coordination 
and testing; performs manual order 
coordination. 

WMC coordinates dispatched technicians 

1.4212 

. 2 5 0 0  

SSI&M dispatched to cross-box .3333 0 -3333 0 

Table 8 d - 2 :  BellSouth's Proposed 2-wire ADSL Loop Nonrecurrinq Activities 
(Times in Hours) - Original Filing 
I 
Category 

Service Inquiry 
~ .~ 

CRSG receives firm order SI from CLEC and 
screens documents; CRSG prepares/sends 
transmittals to OSPE for verification of 
facility availability. Upon completion of 
l ob ,  CRSG informs CLEC facilities are 
available. 

.5356* 
or 
1.0300 

-4250 . 2 6 7 8 *  
or 
. 5150  

.2125 

. 0 8 6 7 *  
or 
-1667 

* 5000 .1667 LCSC receives S I  from CRSG,  validates for 
accuracy and processes order. 

OSPE reviews request, assigns FRN and 
returns SI to CRSG 

. 3 9 0 0 *  
or 
. 7 5 0 0  

1.3000* 
or 
2.500 

1.3000* 
or 
2 . 5 0 0  

0 

] 
- 5 0 0 0  . 5 0 0 0  

SAC logs S I  in/out which involves 
interaction with CRSG 

.9651 .4823 - 0 5 0 0  

~ 

-2500 0 9  0 

.1417 -2125 -0992 CO I & M  Field wires circuit at collocation 
s i t e .  

SSI&M processes order; places cross- 
connect at cross-box, checks continuity 
and dial tone, resolves trouble, performs 
test from NID and completes order. 

-2823 

1.9210 . 7 8 3 3  - 1333 1.2710 
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In its revised proposed work activities for the ADSL loop, 
BellSouth expanded the descriptions and changed the work times to 
minutes; the revised proposed activities are shown in several 
tables because of their length and complexity (Tables 8d-3 through 
8d-5) - 

In its revised filing BellSouth altered the Service Inquiry 
activities. The category Service Inquiry applies when a loop is 
ordered with loop makeup. (EXH 95, FL-xdsl.xls, p .6 )  B e l l S o u t h  
l i s t s  three work activities fo r  the Complex Resale Support Group 
(CRSG) ,  four "Incremental Work for Service Inquiry Complications," 
and one activity f o r  the Local Carrier Service Center (LCSC). 
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Installation 

Add'l  

Disconnect Probability Probability 

First Add'l First Add'l First Add'l 

Installation Disconnect 

Zomplex Resale 
Support  Group 
(CRSG) receives 
firm order SI 
Erom CLEC, 
screens document 

15 15 7 100% 50% 50% 

2RSG prepares / 
sends 
transmittals to 
3SPE for  site 
set-up (or to 
I&M for site 
visit) 

10 10 0 100% 100% 5 0 %  

100% Jpon completion 
Df job, CRSG 
informs CLEC 
s i t e  is ready 
for provisioning 

2 0  10 18 100% 100% 

Incremental Work for Service Inquiry Complications 

3 3 %  3 3 %  100% 100% ZRSG -not 
processed within 
commitment; 
follow up 
required. 

0 

~ ~ ~~ 

CRSG - response 
"No  Facilities" I 
negotiate with 
OSPE & CLEC 

2 4 %  0 2 4 %  100% 200% 

2 5 %  5 25% 258 25% CRSG - LCSC does 
not log within 2 
hours; requires 
followup 

CRSG - less 2 
minutes f o r  
manual process; 
assume 
electronic 

TOTAL 

1 100% 100% 100% 

~ 

12.75 
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Installation Disconnect Probability Probability 

F i r s t  Add’l First Add‘l First Add’l First Add’l 

Installation Disconnect 

Local Carrier 45 10 30 10 100% 100% 100% 100% 
Service Center 
(LcSC) receives 
SI from CRSG 
validates f o r  
accuracy and 
sends Firm Order 
Commitment (FOCI 
to CLEC 

DATE: APRIL 6 ,  2 0 0 1  e 

Table 8d-4 on t h e  next  page contains engineering activities 
for the revised filing. 
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Installation Disconnect 

Table 8d-4 - BellSouth's ADSL Loop Nonrecurring Activities - Revised Filing - 
Engineering - T i m e  in Minutes 

7 Installation Disconnect 
I 

Service Advocacy 
Center ( SAC) 
clerical input 

~~ ~ 

Add' 1 F i r s t  First Add' 1 

0 15 0 0 

~ 

SAC - OSPE 
investigation 

30 30 0 l o % *  0 

2 2  22  SAC - pull LMU 0 lo%* 0 

0 10 10 0 SAC - LFACS 
input of LMU 

SAC - LFACS 
reservation 

Address and 

l o % *  

10 10 0 0 l o % *  

8 7 7 30% 8 5% 
Fac i 1 i ty 
Inventory (AFIG) 
- assigns loop 

11 facilities 
~ 

Circuit 
Provisioning 
Group (CPG) - 
proce s se s 
request 

15 0 0 15% 1st & 0% 
additional 

15% 1st & 0% 
additional 

15 

15% 1st & 
additional 

10% 1st 
additional 

CPG - designs 
circuit and 
generates DLR 
and WORD 
document for 
CLEC and field 

18 18 4 4 

I x. 5 ,  p .  7 
* BellSouth described this probability as "fallout" and did 
applying to installation or disconnect. 

not show it as 

Staff discovered SAC time discrepancies on page 6 of the 
spreadsheet Fl-xdsl.xls (EXH 95) between t h e  loop with loop makeup 
and without loop makeup. Page 14 of t he  spreadsheet shows that 
there is a 10 percent  probability for the SAC t i m e s .  On the page 
which sums BellSouth's work times f o r  the ADSL loop (page 6 ) !  only 
the ADSL loop without loop makeup includes properly calculated SAC 
work times, L e . ,  the w o r k  times on page 14 multiplied by the 1 0  
percent probability. On page 6 t h e  SAC work times for t h e  ADSL 
loop with loop makeup have not been multiplied by the 10 percent 
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Installation 

Firs t  Add'l 

probability. The overstatement of the SAC work times is 1.305 
hours .  

Disconnect Probability 

First Add'l Reuse Reuse Reuse 

This same error is repeated f o r  each of the loops with loop 
makeup in this spreadsheet: 2 and &wire HDSL, and 2 and 4-wire 
shor t  and long copper loops. The error is the  same: an 
overstatement of the SAC work times of 1.305 hours. BellSouth shows 
a total work time for t h e  ADSL loop with loop makeup as 7.6113 
hours; the corrected total time is 6.3063 hours .  In e f fec t ,  
BellSouth's error  inflates the w o r k  time for the  ADSL loop with 
loop makeup by approximately 20 percent. 

UNEC - escalations (12% 
of orders at 7.2 
m i n u t e s )  

'UNEC - assist C a l l s  (6% 

, m i n u t e s )  
of orders at 15.6 

Table 8d-5 completes the activities f o r  the ADSL loop with 
Connect & T e s t  and Travel activities. 

UNEC - j e o p a r d y  (25% of 
, orders at 1.8 m i n u t e s )  

Table 8d-5 - BellSouth's ADSL Loop Nonrecurring Activities - Revised Filing - 
Connect & Test and Travel - Time in Minutes 

Unbundled Network 
Element Center (UNEC) - 
Status/Info (55% of 
orders a t  2 . 4  minutes) 

T o t a l  of Worktimes x 
the Probabilities 

UNE pulls order info. 
assigns to work groups. 

2.40 

7.20 

15.60 

1.80 

3 . 5 7  

8.00 

2.40 12.40 

1.80 11-80 
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~ 

UNEC verifies and 
ensures accuracy of 
order design 

UNEC creates cut sheets 
to verify reuse of 
facilities 

UNEC performs manual 
order coordination 
(remote call forward, 
disconnect and 
pnbundled loop order) 
when service is 
converted on existing I facilities 

~ m E C  contacts customer 
and completes order 

Installation Probability Disconnect 

Add' 1 ieuse Reuse First Add' 1 First Reuse 

3.57 3 - 5 7  3.57 0 100% Provisioning variables 
- when TJNEC pulls order 
information (see line 
above) 

3.00 3 . 0 0  3-00 3 . 0 0  100% 

4.00 0 0 90% 100% 4 * 00 10% 

5 . 0 0  0 0 0 2 0 %  100% UNEC ensures dispatch 

UNEC performs frame 
continuity and due date 
coordination and 
testing 

5 4 . 0 0  5 4 . 0 0  0 0 85% 

3.57 3 . 5 7  0 0 85% Provisioning variables 
- testing - (see line 
above) 

2 0 . 0 0  2 0 . 0 0  0 0 80% 10% 100% 

0 10.8 0 100% 10.8 

3.57 0 
~ 

3.57 0 100% variables 
when UNEC contacts 

customer and completes 
order (see line above) 

0 2 0  0 100% probability, 
dispatch rate, 
fallout 

Special Services 
Installation & 
Maintenance (SSI&M) - 
processes requests 

2 0  

16 8 a SSI&M places/removes 
cross-connect at cross- 

llbox 

100% probability, 
d i spa tch  r a t e ,  
fallout 

16 
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Disconnect 

DATE: APRIL 6 ,  2 0 0 1  a 
Probability Installation 

Add'l 

0 

0 

0 

0 

0 

0 

7 

Reuse Reuse Reuse 

10 0 3 probabi 1 ity , 
dispatch r a t e ,  
fallout 

30% probability, 
dispatch rate, 
fallout 

100% probability, 
dispatch rate, 
fallout 100% 

21% probability, 
dispatch rate, 
fallout 

2 0 0 %  probability, 
dispatch rate, 
fallout 100% 

100% probability 

85% (15% carried in 
other transport 
e 1 ement s ) 

F i r s t  

SSI&M - dispatched to 
crossbox 

F i r s t  

2 0  0 20 0 100% probability 

A d d '  1 

15 

45 

15 0 SSI&M checks continuity 
and d i a l  tone 

SSI&M trouble 
resolution at crossbox 

45 0 

23 23 0 SSI&M tests from NID & 
Tags Loop 

56 0 SSI&M trouble 
resolution at premises 

56 

19 
~ 

SSI&M completes order  0 19 

15 0 work Management Center 
(WMC) - coordinated 
dispatched technicians 

Central Office Forces 
Field w i r e s  circuit at 
collocation site 

~ 

2 0  10 15 

Differences Between the Original and Revised Cost Studies 

In t h i s  section, staff analyzes t h e  differences between the 
original cos t  study for the ADSL loop (includes Service Inquiry 
t i m e )  and t h e  revised cost study for the ADSL loop w i t h  loop makeup 
(includes Service Inquiry time). F i r s t ,  Table 8d-6 summarizes t h e  
activities and work times for both studies. Following Table 8d-6 is 
a discussion of the differences. 

- 4 0 6  - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2 0 0 1  

Service Inquiry: CRSG 

LCSC 

a 
Original Study Revised Study (with 

corrected SAC times) 

.5356 or 1.0300* 1.0300 

-3900 or .7500* . 7 5 0 0  

TOTAL SERVICE INQUIRY 

Engineering: CPG 

AFIG 

SAC 

TOTAL ENGINEERING 

TOTAL SERVICE INQUIRY + 
TOTAL ENGINEERING 

Connect & Test: UNEC 

WMC 

CO I&M 

11 OSPE 

2.4856 or 4.78 hours* 1.7800 hours 

. 0 8 2 5  - 0 8 2 5  

.0400 ,0400 

-1450 - 

. 1 2 2 5  hour - 2 6 7 5  hour 

2.6081 or 4.9025 hours 2.0475 hours 

1.4212 1.4212 

.2500 - 2 5 0 0  

-2823 .2833 

. __ ~ _______ ~~~ 

11.300 or 2 . 5 0 0 *  I -  

TOTAL CONNECT & TEST 

Travel: SSI&M 

GRAND TOTAL 

1 . 2600  o r  . 5 0 0 0 *  1 -  

3.8745 hours 3.9255 hours 

. 3 3 3 3  . 3 3 3 3  

6 . 8 1 5 9  o r  9.1103 hours* 6.3063 hours 

~ ~~~ 

11 S S I & M  11.921 11.9710 
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DIFFERENCES IN THE SERVICE INOUIRY AND ENGINEERING CATEGORIES 

There  are some differences between the original and revised 
cost studies. In this section, staff will compare the installation 
of the first loop, ordered without loop modification (service 
inquiry times in the original study were adjus ted  by 52 percent to 
reflect a loop ordered with modification). The original Service 
Inquiry activities include the work groups CRSG, LCSC, OSPE, and 
SAC. The  revised Service Inquiry activities include only the CRSG 
and LCSC. The cost study does not explain why t h e  number of work 
groups decreased from four to two. (EXH 95, FL-xdsl, p .  13) 

The original time for the CRSG is 1.03 hours or 61.8 minutes. 
(EXH 39) The revised time f o r  the CRSG, including a separate part 
for Incremental Work for Service Inquiry Complications, is a lso  
61.8 minutes. (EXH 95, FL-xdsl.xls, p .  13) 

CRSG's Incremental Work for Service Inquiry Complications 
includes, "Not processed within commitment; follow up required, ' I  
for 20 minutes 33 percent of the time or 6.6 minutes. The second 
activity is "Response 'No Facilities', negotiate with OSPE & CLEC," 
for 3 0  minutes 2 4  percent of the time, or 7.2 minutes. The third 
complication is 'LCSC does not log within 2 hours; requires 
followup," for 20 minutes 25 percent of the time, or 5 minutes. 
The l a s t  activity under complications is "Less 2 minutes for manual 
process; assume electronic," at 2 minutes 100 percent of the time. 
These complications actually total 2 0 . 8  minutes. When added to the 
other CRSG work, the total is 65.8 minutes. However, page 13 of 
BellSouth's spreadsheet FL-xdsl.xls (EXH 95) shows a CRSG total of 
61.8 or 1.0.3 hours, which happens to match BellSouth's original 
filing. (EXH 39) BellSouth's summary chart (EXH 9 5 ,  FL-xdsl.xls, p .  
3) also indicates a total time of 61.8 minutes. Since 61.8 minutes 
is the total in both the o r i g i n a l  and revised filings, staff 
assumes that 61.8 minutes is the time BellSouth proposes. 

The LCSC's activity in the original study is "receives SI from 
CRSG, validates for accuracy and processes order." This takes  . 7 5  
hour o r  45 minutes. In the  revised study the LCSC "receives SI 
from CRSG validates for accuracy and sends Firm Order Commitment 
(FOC) to CLEC." The times are identical. 

Of the two remaining Service Inquiry activities from the 
original study involving OSPE and SAC, the OSPE activity, "OSPE 
reviews request, assigns FRN and returns SI t o  CRSG" does not 
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appear in the revised study. Bellsouth originally estimated this 
activity at 2.5 hours. The SAC activity, “SAC logs SI in/out which 
involves interaction with CRSG,” takes . 5  hour and appears to 
correspond to the revised study’s Engineering category SAC 
activities: 

a clerical input: 15 minutes 10% of the time or 1.5 minutes 
0 OSPE investigation: 30 minutes 10% of t h e  time or 3 minutes 
0 pull LMU [loop makeup] : 22 minutes 10% of the time or 2.2 

0 LFACS input of LMU: 10 minutes 10% of the time or 1 minute 
a LFACS reservation: 10 minutes 10% of the time or 1 minute 

minutes 

These revised SAC activities t o t a l  to 8.7 minutes, a decrease 
in time of 21.3 minutes from the original study. 

B o t h  CPG and AFIG are in the  Engineering category in each 
study; however, the revised study disaggregates CPG‘s activities. 
The times remain the same from the original study t o  the revised 
study. 

DIFFERENCES IN THE CONNECT & TEST AND TRAVEL CATEGORIES 

The original and revised filings include the same four work 
groups: UNEC, WMC, CO I & M ,  and SSI&M. 

e WMC activities and times are t h e  same for both studies. 

a For CO I & M ,  the activity is identical; however, the time 
varies very slightly, from - 2 8 2 3  hour or 16.938 minutes in the 
original study, to 20 minutes 85 percent of the time or 17 
minutes in t h e  revised study. Since rounding 16.938 to a 
whole number equals 17, t h e  time in t h e  revised s tudy ,  s t a f f  
assumes the times are identical. 

a For SSI&M, 
except that there appears to be slightly more detail in the 
revised study. The time in the original study is 1.921 hours 
or 115.26 minutes. The time in the revised study totals to 
118.26 minutes. It is unclear to staff why the time increased 
three minutes, or roughly 2.5 percent. 

the activities appear to be virtually identical , 
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For the UNEC, t h e  revised filing includes "Provisioning 
Variables." These include status/info (2.4 minutes 55 percent 
of the time) , escalations (7.2 minutes 12 percent of the 
time), assist calls (15.6 minutes at 6 percent of t h e  time), 
and jeopardy (3.8 minutes 25 percent of the  time), f o r  a total 
of 3 . 5 7  minutes. This variable appears three separate times in 
the UNEC work times. 

For the Travel category, the explanations for this category 
are  t h e  same f o r  the original and revised studies. The time in the 
o r i g i n a l  study is shown as .3333 hour or 19.998 minutes, which is 
almost identical to t he  2 0  minutes shown i n  t h e  revised study. 
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SUMMARY OF DIFFERENCES IN COST STUDIES 

When a loop is ordered without modification, Service Inquiry 
time decreased from 4.78 hours t o  1.78 hours, while Engineering 
time increased from . 1225  hour to . 2 6 7 5  hour because BellSouth 
moved some functions from Service Inquiry to Engineering in the 
revised study. Combined Service Inquiry and Engineering time of 
4.9025 hours decreased t o  2.0475 hours ,  for a decrease of 2.855 
hours or 171.3 minutes. 

Connect and Test time increased from 3.8745 hours to 3.9255 
hours in the revised study f o r  an increase of . 0 5 1  hour or 3.06 
minutes, while Travel time remained essentially t h e  same. 

Overall, t h e  total time to install an ADSL loop with loop 
makeup, using loops ordered without modification (in the original 
study) and loops with corrected SAC work times (in the revised 
study), decreased from 9.1103 hours in the original study to 6.3063 
hours in t he  revised study for a decrease of 30.8 percent or 2.804 
hours. Staff believes that this is a significant decrease 
apparently resulting from BellSouth’s review of inputs between the 
first and second cos t  study filings. (TR 1138) 

Data ALECs Witness Riolo’s Critique and BellSouth‘s Rebuttal 

Data ALECs witness Riolo critiqued BellSouth‘s nonrecurring 
cost study and provided proposed times, to which BellSouth 
witnesses Greer and Caldwell provided rebuttal. A description of 
witness Riolo’s experience is followed by his testimony, after 
which Bellsouth witnesses provide their rebuttal. 

The tasks and work-times presented in Mr. Riolo’s 
testimony are his expert opinion based OR over thirty 
years of personal experience in performing such 
operations, and in supervising others who performed such 
operations. 

Mr. Riolo has personally engineered and supervised those 
t h a t  have engineered all manner of outside plant 
including underground, aerial and bur ied  plant in urban, 
suburban and rural environments. He has engineered 
copper and fiber plant as well as provisioned analog and 
digital services. He has participated in the design, 
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development and implementation of methods and procedures 
relative to engineering planning, maintenance and 
construction. During the course of his career, he has 
had opportunities to place cable (both copper and fiber), 
splice cable (both copper and fiber), install digital 
loop carrier, test outside plant, and perform various 
installation and maintenance functions. He has prepared 
and awarded contracts for the procurement of materials. 
He has audited and performed operational reviews relative 
to matters of engineering, construction, assignment, and 
repair strategy in each company throughout the original 
22 company Bell System. In addition, he directed 
operations responsible for an annual construction budget 
of $100 million at New York Telephone Company. His 
responsibilities included but w e r e  not limited to 
engineering, construction, maintenance, assignment and 
customer services. (EXH 68, p -  16) 

Witness Riolo's rebuttal testimony refers to BellSouth's 
original cost study filing. His critique begins with the Service 
Inquiry function. 

The CRSG, for which BST reports more than an hour of 
l a b o r  (61.8 minutes) "receives firm order SI from ALEC 
and screens documents; CRSG prepares/sends transmittals 
to OSPE fo r  verification of facility availability. Upon 
completion of job,  CRSG informs ALEC facilities are 
available. " This effort appears to consist entirely of 
reviewing the ALEC request and translating it into a 
different format that another work group uses and, 
ultimately, sending notice back to the ALEC when the 
Service Inquiry is done. Those are functions that a 
mechanized OSS does automatically. There is no reason 
whatsoever to have a forward-looking cost analysis assume 
the equivalent of a room full of monks transcribing the 
ALEC transcripts by hand. (TR 2679-2680)  

The next step is that the  LCSC "receives SI from CRSG, 
validates for accuracy and processes order." BST reports 
that this requires another 45 minutes. I have been 
unable to find any workpaper supplied by BST that even 
basically identifies specifically how t h e  45-minute 
estimate was developed. However, the last page of B S T ' s  
response to Rhythms' Request for Production of Documents 
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3 ,  Attachment 1, states "Manual worktimes for the LCSC . 
. . 1st install . . . 30(15 min to screen &. 15 min to 
process order) . I '  Based on that discovery, it appears 
that BST began by overstating its input by 50%. More 
importantly, this step appears to be entirely busy-work 
created by B S T ' s  own manual transcription of the ALEC's 
request. In other  words, it is for a second room full of 
monks that do nothing but check the transcriptions of the 
first group - all before the request gets to a group that 
is close to the  actual work effort. (TR 2680-2681) 

Fortunately, we have some additional detail regarding the 
two remaining work groups because the subject matter 
expert, Michael K. Zitzmann, who supplied the task times 
for the Outside Plant Engineering and "SAC" group 
portions of the  "Service Inquiry" was deposed by parties 
on July 20, 2000. Mr. Zitzmann revealed that h i s  180 - 
minute estimated task time for those groups consists of 
30 minutes f o r  clerical processing and updating of BST's 
plant records, p l u s  150 minutes for a BST engineer to 
look up the facility records for the requested loop 
route. At 2.5 hours per loop, this means that Mr. 
Zitzmann has assumed that a BST engineer, working with 
plant records for a central office with which he is 
familiar, with full access to all of BST's mechanized 
plant records for that office and with the paper records 
for that office at hand, can trace three loops per  day. 
[emphasis i n  original J Based on my experience, that 
estimate is substantially off base. Because he was not 
able to provide a detailed breakdown of how he arrived at 
his estimates, it is not possible to analyze exactly how 
Mr. Zitzmann went wrong. His deposition does, however, 
provide some clues. For example, Mr. Zitzmann is only 
marginally familiar with BST's mechanized plant databases 
such as LFACS because he acknowledges t ha t  13 years ago 
". . . when I w a s  an engineer, LFACS was brand new." 
[ T r .  at 100.1 In fact, Mr. Zitzmann seems to have 
exaggerated the time required for even the most basic 
uses of mechanized systems. For example, Mr. Zitzmann 
first asserted that "[ilt takes longer than five minutes 
. . . just to log into LFACS. [Tr. at 44 .1  He later 
seemed to admit that the  log-in process involves only two 
screens and a few key strokes. [Tr. at 101-104.1 (TR 
2 6 8 1 - 2 6 8 2 )  
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Contrary to Mr. Zitzmann's exaggerated estimate, when BST 
has complete records, a qualified engineer or even an 
experienced clerical assistant would never need to leave 
his terminal to qualify loop facilities and might 
complete the job in the matter of a few minutes. In 
those cases in which the BST engineer must consult paper 
records, the process should still take an hour in a worst 
case scenario. As an overall average, I believe an 
efficient BST operation could look up the required 
information and forward it to a ALEC within 30 minutes. 
(TR 2 6 8 2 )  

BST's notion that this lookup will need to be done 52% of 
the time is also a substantial overstatement of the 
likelihood that an ALEC will require BST to look up a 
record manually. Such an effort should only be required 
when mechanized qualification fails, which should be no 
more than 10 % of the time. (TR 2682) 

Witness R i o l o  then critiques BellSouth's engineering work 
activities: 

The second cluster of tasks in the BST analysis is f o r  
"engineering. The first engineering task is for the 
YYG" work group, which "processes request; designs 
circuit and generates DLR & WORD document for CLEC and 
Field." This task appears to consist of two distinct 
time estimates for correcting fallout in the automated 
engineering process at two different points, which take 
15 and 18 minutes respectively. BST assumes that each 
type of fallout will occur on 15% of all orders. [See 
BST's response to Rhythms' Request for Production of 
Documents 3, Attachment No. 2 . 1  The limited supporting 
documentation provided to support the BST study inputs 
for this group suggests that the task times came from a 
time and motion study, which was not provided. BST's 
workpapers provide no clue as to how the fallout 
percentages in its study were developed. Hence, because 
BST failed to provide the source documents for either 
portion of its cost calculation formula, no detailed 
analysis is possible. (TR 2682-2683) 

In addition to the  "CPG" work, but also without support, 
BST assumes that the "AFIG" work group will spend 8 
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minutes  to "assign loop facilities" as needed to correct 
fallout in the assignment process for an additional 30% 
of "ADSL loops." Overall, BST is assuming that i t s  
automated processes will fail an astounding 60% of the 
time on a cumulative basis. (TR 2683) 

As I have shown above, this entire engineering process is 
unnecessary. If, however, the Commission wishes to 
include it, an assumed breakdown rate of 60% (in this 
single, minor portion of the order process) is totally 
o u t  of line with any reasonable forward-looking OSS 
process. I recommend that t he  Commission should allow no 
more than a few percentage fallout occurrence across the 
entire "engineering" activity ( e . g .  , 1 percent each for 
t h e  BST's three types of fallout would be conservative). 
(In part, I am relying on this adjustment to the 
occurrence factor for "engineering" tasks to compensate 
for any overstatement in task times, which BST failed to 
explain or support). (TR 2683-2684) 

Witness Riolo turns to Connect and Test: 

Under t he  label "Connect & Turn-up Test" in its cost  
study BST includes work by a number of disparate groups, 
each of which I will address separately below. 

UNE Center GrouD 

BST reports 85.2 minutes for work by t h e  "UNE Center." 
BST describes this function as "UNEC pulls info, assigns 
to work forces; verifies & ensures accuracy of design; 
creates cut sheets to verify reuse of facilities; ensures 
dispatch, performs frame continuity and due date 
coordination and testing; performs manual order 
coordination (RCF,  disconnect and UL [unbundled loop] 
order) when service is converted on existing facilities, 
and contacts customer and completes order." B a s e d  on the 
July 20, 2000 deposition of Mr. James Franklin Ennis, the 
BST expert who provided the UNE Center inputs, it appears 
that the basic role of t he  UNE Center is to coordinate 
and perform remote testing on design loops such as BST 
"ADSL Loop." [Tr. at 11-14.] As noted above, I do 
not believe that it is necessary or appropriate f o r  an 
xDSL-capable loop to be designed and specially wired to 
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allow t he  ILEC remote test access. (Indeed, neither GTE 
nor  Sprint is proposing to provide such designed loops 
f o r  xDSL.1 Without such design steps and extra wiring, 
no remote testing would even be possible, and the UNE 
Center work would be eliminated. (TR 2 6 8 4 - 2 6 8 5 )  

. . . BST reports that the "pull info" task requires 8 
minutes. This task should not require any manual time at 
all, as information required for work on an assigned 
order is typically either printed or loaded into a queue 
in a work terminal automatically in a mechanized OSS 
environment. Even if, for some odd reason, a manual 
lookup were required, it should not take anything near 8 
minutes merely to retrieve the information needed to 
process an order. (TR 2678)  

Even if the Commission were improperly to adopt a 
designed "ADSL Loop" assumption for BST, t h e  UNE Center 
cost for testing those loops would be overstated. As an 
example, the UNE Center time includes functions such as 
"ensures dispatch" meaning that a UNE Center employee 
literally checks to make sure that BST's automated 
systems did not fail to schedule the dispa tch  of a field 
technician to coordinate t he  testing process with the UNE 
Center. [Tr. at 21.1 Such obvious redundancy should be 
removed from a forward-looking analysis. (TR 2 6 8 5 )  

A continuity test is one of the most routine, simple and 

required at a l l ,  it is typically done a t  t h e  same time a 
connection is made and involves little more than clipping 
standard test apparatus onto the newly completed 
connection. This task should take substantially less 
than one minute and should only be done once at most. 
BST's reported task time is more than 54 times too high. 
Indeed, even the BST person responsible for t h e  UNEC 
group inputs admits that the testing time should not have 
been duplicated in the study. (TR 2677-2678) 

rapid activities in central office operations. If 

The BST reported result also includes basic errors. For 
example, BST appears to include the time for two distinct 
27-minute remote tests. Not only is it implausible that 
a remote test would take 27 minutes, Mr. Ennis indicated 
B S T ' s  process actually performs only one test. [Tr. at 
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56-59.] That s i n g l e  error overstates BST's task times 
substantially. Given such loose coordination between the 
cost study group and the experts who supposedly validated 
the study inputs, there is no telling how many other such 
errors may have entered into BST's analysis. (TR 2 6 8 5 )  

The inputs that BST di'd accurately capture also appear to 
be generally overstated. For example, Mr. Ennis 
attempted to justify the task times that BST relied on 
for the "first install" of a loop by explaining that 
those times consider that BST may actually have to 
process multiple loops on the same order. [Tr. at 6 8 -  
69.1 Mw. Ennis seemed unaware that the BST study is not 
stated on a per order basis, but adds additional time and 
cost  for any additional loops on an order. Therefore, if 
the  initial loop time does include bundled t i m e  for 
multiple loops as BST's expert asserted, t he  BST s tudy  
times are generally and significantly overstated. (TR 
2685-2686) 

Fundamentally, a f a r  more efficient approach would be for 
BST to simply have the technician test the loop manually 
at the time it is installed. That effort would require 
considerably less than the 27 minutes t he  UNE Center 
allegedly requires for each individual test. Being 
conservative, I would therefore allocate an additional 
five minutes work activity for an efficient equivalent of 
t h e  UNE Center testing process. (TR 2686) 

It is not surprising that BST's estimates are so far o f f .  
Although Mr. Ennis was the subject matter expert on which 
BST relied to support the UNE Center cost estimates, he 
did not actually develop those estimates. Instead, he 
merely agreed to accept the cost estimates provided to 
him by the c o s t  group. H e  had no idea from where the 
estimates used actually came or how they w e r e  developed. 
[Tr. at 5 0 - 5 2 . 1  (TR 2686) 

Witness Riolo then discusses BellSouth's Work Management 
Group, followed by the Central Office Installation and Maintenance 
Group : 

EST reports 15 minutes f o r  the "WMC" group to "coordinate 
dispatched technicians.', BST failed to provide a word of 
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explanation regarding how this time was developed or what 
exactly is supposed to take place f o r  the reported 15 
minutes. [See BST's Response to Rhythms' Request for 
Production of Documents 3, Attachment 3. The supporting 
work papers provided therein for the "WMC" show that 
someone signed off on the input estimates but nothing 
more.] BST's alleged need f o r  yet another layer of 
manual coordination is contrary to efficient engineering 
practices using forward-looking OSS. The Commission 
should not allow any recovery for this group and activity 
until BST provides compelling justification concerning 
why it is necessary. (TR 2686-2687) 

BST includes 20 minutes for 85% of loops for the CO I & M  
group to " w i r e  circuit at collocation site." Based on 
the J u l y  2 0 ,  2000 deposition of Mr. Daniel Eric Stinson, 
it appears that this is based on an assumed ten minutes 
to review the order and walk to the frame location, and 
five minutes to run each of two frame jumpers one on the 
main distribution frame and another to connect a BST 
remote test head (thereby making the loop "designed"). 
[Tr. at 2 9 - 3 0 . ]  Other than the assumption that a second 
jumper is required to include a designed test point, I 
agree that the basic functions for this work group are 
required. I do not agree with the BST time estimates and 
present my own recommended alternative times for those 
functions later in this section of my testimony. If and 
only if t h e  Commission approves BST's recommendation to 
design in a test point, I recommend that this task should 
take a total of 11 minutes. (TR 2687) 

The 85% assumption appears to be based on a BST note that 
the study " .  . . assume[s] 15% of total are carried in 
other transport elements. " This is not explained and 
does not make any obvious sense. Indeed, Mr. Stinson 
seemed unclear as to where or how the remaining 15% of 
the CO I & M  costs might be captured. [Tr. 24.1 
Therefore, I recommend increasing the occurrence of this 
work from 85% tQ 100% when applying the  occurrence to my 
more reasonable time estimates. (TR 2 6 8 7 - 2 6 8 8 )  

Witness Riolo's remaining non-proprietary discussion is on 
outside plant o r  f i e l d  work activities. 
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Finally, BST assumes 115.2 minutes of outside p l a n t  or 
f i e l d  work p l u s  2 0  minutes of travel time for every ADSL 
loop order. Ms. Murray's testimony explains that this 
work should not be included in a forward-looking analysis 
of nonrecurring costs because it is already captured in 
the recurring cost analysis. (TR 2688) 

Not on ly  is this cos t  entirely double counted, BST's 
analysis again overstates task times. xDSL loops will 
not require a dispatch in 100% of cases under any 
reasonable set of assumptions. As a forward-looking 
assumption, the Commission should not assume that an xDSL 
loop will require a dispatch of outside plant technicians 
any more often than is required for a basic loop, which 
BST assumes will be required for only 20% of basic 
unbundled loops.  (TR 2688) 

BST also appears to have substantially inflated the times 
for a dispatch. To begin, BST appears to have double- 
counted travel time by including it both in t he  aggregate 
115.2 total minutes and again as a separate line item in 
t h e  study. Therefore, I recommend that the Commission 
eliminate t h e  additional separate time for travel. (TR 
2 6 8 8 )  

Witness Riolo provides a chart with his recommended work t i m e s  
as compared to BellSouth's that "are appropriate for either a 
forward-looking cost study of a basic loop, including an xDSL loop, 
or a realistic study of a designed loop process." ( T R  2690) The 
chart, Table 8d-7, is shown on the following page. 
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$20.52  

Table ad-7 - Data ALECS Witness Riolo’s Proposed Work Activities and Times 

Group/Function 

Group I: Service 
Inquiry 

Group 2: 
Engineering 

Group 3: UNEC 

Group 3: WMC 

Group 3 : CO I & M  

Group 3: SSI&M 
(Outside plant) 

Total Cost 
ource: TR 2690-269 

BST Reported Time 

286.8 minutes on 
52% of orders 

15 minutes on 15% 
of orders, 18 
minutes on 15% of 
orders, 8 minutes 
on 30% of orders 

8 5 . 2  minutes for 
multiple tasks at 
various 
occurrences 

15 minutes per 
1 oop 

20 minutes on 855; 
of loops 

90  minutes fox 
multiple tasks at 
various 
occurrences 

$281.61 

Realistic Time Realistic Time 
Assuming a Assuming BST’s 

Forward-Looking Engineeredl 
Process with No Designed Loop I Design Process 

is part of 
another element. ) 

0 minutes (ADSL 
loops should not 
be designed) 

15 minutes on 1% 
of orders, 18 
minutes on 1% of 
orders, 8 minutes 
on 1% of orders 

0 minutes (remote 
testing is not 
required or 
possible on a non 
designed loop) 

5 minutes 
additional time 
for a t e s t  at the 
frame in central 
office at 
ins t a1 lat ion 

0 minutes (not 
r e q u i r e d  for a 
basic loop) 

0 minutes (BST 
has not 
provide [d] even a 
basic explanation 
of what this 
element is for) 

8 minutes on 100% 
of loops 

11 minutes for  
100% of loops 

0 minutes (this 
activities is a 
recurring cost in 
a forward-looking 
analysis) 

50 minutes t o t a l  
time for 20% of 
loops (including 
5% additional 
error  correction 
time) 

Witness Riolo’s t o t a l  cost is based on an estimated labor ra te  
of $ 4 0 . 0 0  per hour. 

BellSouth witness Greer responded to witness Riolo‘s rebuttal, 
disagreeing with what he believes to be witness Riolo‘s suggestion 
t h a t  the CRSG and LCSC times be eliminated or reduced. (TR 1698- 
1699) 
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First, the work activities that are at issue here occur 
only when BellSouth performs the Service Inquiry 
function. In other words, when an ALEC performs Loop 
Makeup for itself, neither the CRSG nor the LCSC perform 
service inquiry functions with respect to the loop. 
Second, in advocating that Service Inquiry should t ake  
only 3 0  minutes, Mr. Riolo’s testimony only describes 
some of the work functions performed by the CRSG and the 
LCSC. The CRSG is an extension of the Account Team and 
is the customer advocate within BellSouth. Some of the 
additional functions that were not detailed in MY. 
Riolo’s testimony include: (1) serving as the first point 
of contact for ALECS ordering certain UNE types; ( 2 )  
providing information on service availability; (3) 
researching ALEC agreements to ensure that the services 
t h e  ALEC orders are included in the agreement and 
advising t h e  ALEC of any needed amendments to provide 
those desired services; and (4) providing guidance to the 
ALEC on completing the required documentation for  desired 
UNEs (SIs and LSR, End User form, Loop Service form). (TR 
1699) 

The service representatives in the LCSC review the SI and 
the LSR from the CRSG/Account Team and then validate the 
information contained on these forms. This involves a 
time consuming process of accessing numerous databases 
and checking various input fields. Additionally, if the 
SI or the LSR contains an error, t h e  service 
representative must clarify the problem and work with t he  
ALEC to resolve it. (TR 1699-1700) 

In s h o r t ,  the work activities of the CRSG and the LCSC 
are not nearly as limited as Mr. R i o l o  suggests- Thus, 
Mr. Riolo’s proposed Service Inquiry time of 30 minutes 
is without merit. Equally without merit is Mr. Riolo’s 
proposal that Service Inquiry will take place on only 10% 
of orders. I can find nothing in Mr. Riolo’s testimony 
to support this assumption, which is also inconsistent 
with the notion that these activities are performed 100% 
of the time when BellSouth must perform the Service 
Inquiry function. (TR 2 7 0 0 )  

BellSouth witness Caldwell provides additional rebuttal: 
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O n  page 19, Mr. Riolo states that BellSouth "erroneously" 
used 61.8 minutes instead of 45 minutes f o r  Complex 
Resale Support Group ("CRSG") time. Mr. Riolo apparently 
disregarded the second page of the CRSG document upon 
which Mr. Riolo relies. This document clearly states 
that the 45 minutes "Assumes perfect flow." Of course, 
"perfect flow" is rarely achieved. Thus, the additional 
16.8 minutes is appropriately considered for resolving 
order complications. Mr. Riolo also implies that 
BellSouth did not  consider the fact that multiple loops 
may be ordered at the same time when calculating CRSG 
work times. (Page 25) This is not true. BellSouth's cost 
study reflects a "First and Additional" rate structure, 
designed to recognize just such cost savings. Further, 
if one were to review the input file, it is clear the 
work times for t h e  CRSG differ between F i r s t  and 
Additional. (TR 1210) 

Also . . . Mr. Riolo claims that BellSouth has overstated 
the Local Carrier Service Center ("LCSC'') work t i m e  for 
service inquiry by 15 minutes. The document upon which 
Mr. Riolo relied is outdated and was not used by the cost 
organization in developing the time for LCSC functions. 
The 45 minute assumption was provided by the LCSC subject 
matter expert based on more current information. (TR 
1210) 

BellSouth witness Greer provides rebuttal of Data ALECs 
witness Riolo's testimony on engineering groups, Service Advocacy 
Center ( S A C ) ,  Address and Facility Inventory Group (AFIG), and the 
Circuit Provisioning Group (CPG) . 

The  SAC is involved with outside plant engineering 
investigation of the loop makeup and availability. The 
activities performed by the SAC include obtaining LMU 
[loop makeup] from the engineer; inputting LMU into 
LFACs, and reserving the facility. Because the work 
functions performed by SAC are highly mechanized f o r  the 
most part, it is assumed that t h e  manual efforts by the 
SAC will occur only 10% of the time. (TR 1701) 

The AFIG performs the following work activities: (a) 
investigates for er rors ;  (b) contacts the appropriate 
organization, such as the LCSC, to correct any errors 
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(which generally involves incorrect collocation 
information provided by the ALEC): and (c) ensures that 
the collocation information returned on the order has 
been built into BellSouth’s systems I BellSouth assumes 
that the AFIG will be involved only 30% of the time. (TR 
1701) 

Finally, the CPG is involved when the ALEC’s order falls 
out f o r  manual handling (which is assumed to be only 15% 
of the time). The CPG is responsible for designing a 
circuit and generating the necessary documentation in 
T I R K S  [although undefined, staff believes it stands for 
Trunk Information Record Keeping System]. (TR 1702) 

Mr. Riolo does not question the work times assumed by 
BellSouth for engineering work in the SAC, the AFIG, and 
the CPG ( [sic3 other than with respect to his issue 
about nondesigned versus designed circuits, which is 
discussed below. H o w e v e r ,  Mr. Riolo proposes arbitrary 
adjustments to t h e  frequency when these work groups are 
involved, proposing that their involvement be limited to 
1% of orders.  Nothing in Mr. Riolo’s testimony, nor in 
BellSouth‘s experience, supports such 1 imited 
involvement. Because of the complexity of designed 
circuits, the SAC, the AFIG, and the CPG are involved in 
significantly more than 1% of orders, and, based on 
BellSouth’s experience, BellSouth’s assumptions on t h e i r  
involvement are, at the very least, conservative. (TR 
1702) 

Witness Greer next turns to the Connect and Test activities. 

The work activities associated with actually putting the 
facility to work (Le., the Connect and Test function) 
are performed by the following work groups or  centers at 
BellSouth: Unbundled Network Element Center  ( ”UNEC” ) ; 
Special Services Installation and Maintenance ( “SSIW”) ;  
the work Management Center ( “ W M C ” )  ; and Central Off ice  
Installation and Maintenance ( T O  I 6 r M ” )  . (TR 1 7 0 2 - 1 7 0 3 )  

Several witnesses, including Mr. Riolo, question the need 
fo r  the involvement of the UNEC and t h e  WMC. Both of 
these centers perform functions critical to provisioning 
xDSL loops. The UNEC performs functions similar to those 
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that the Access Carrier Advocacy Center ("ACAC") performs 
for access carriers. These include coordination 
activities, such as tracking the status of orders and 
escalating and handling orders in jeopardy. The major 
function of the UNEC is to perform frame continuity and 
due date coordination and testing. (TR 1703) 

The WMC determines the "dispatchability" of orders to 
outside field forces. In particular, the WMC personnel: 
(a) pull a list of all unbundled orders due for that 
specific day; (b) scan each individual order f o r  
facilities and related orders and for facilities t h a t  may 
be reused (which requires not only the verification of 
facility availability, but also a check to see if the 
facility is compatible with the service requested); (c) 
screen orders for the Network Channel type for 
verification to ensure that the appropriate technician 
will be assigned to t h e  facility; (d) handle any 
exceptions (i . e . ,  whether t o  re-use facility) when 
appropriate; and ( e )  assign the proper technician to the 
order. (TR 1703) 

Both the UNEC and the WMC are involved 100% of the time 
(although not every function performed by these centers 
occurs each and every time). The work activities by the 
UNEC and WMC are critical to the Connect and Test of xDSL 
loops and cannot be disregarded, as Mr. Riolo and others 
attempt to do. (TR 1704) 

BellSouth witness Milner also addresses the WMC and UNEC. He 
states that t h e  WMC 

pre-assigns work to a technician in order to ensure that 
the technician is at the conversion s i t e  a t  a t i m e  that 
ensures the conversion will be completed as ordered. On 
t h e  cutover date, the WMC monitors the progress of the 
technician to ensure that the technician arrives at t he  
designated time. (TR 1975) 

Witness Milner states that the  UNEC 'is the center responsible 
for coordinating the conversion of an end user's service from 
BellSouth to an ALEC." (TR 1974) Coordination includes: 
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e 

e 

Ensuring that t h e  service as ordered by the ALEC is 
correct. 
Verifying t h e  conversion time with t h e  ALEC. 
Ensuring t h a t  BellSouth's central office and field 
forces are able to perform the conversion at the 
time ordered by t h e  ALEC. 
Performing pre-service testing to ensure that 
dialtone is received from the ALEC. 
Ensuring that wiring is completed by BellSouth's 
central office personnel. 
Coordinating the start of the conversion with the 
central office and field personnel. 
Testing with central office or field personnel to 
ensure that the conversion is complete. 
Performing any cooperative acceptance testing with 
t he  ALEC . 
Providing t h e  completion notification to the ALEC 
that the conversion is complete for any number 
porting activities, which are required of the ALEC. 
(TR 1974-1975)  

BellSouth witness Caldwell also responded to witness Riolo's 
testimony in this section on t he  two 27 minute tests. 

. . . Mr. Riolo claims that BellSouth's cost study 
inappropriately includes two test procedures and thus , 
overstated the costs. The real problem is one of 
terminology and perspective. From the viewpoint of the 
UNE Center ("UNEC"), it is coordinating one test, but for 
t w o  locations, one inside the central office and one in 
the field. Thus, in actuality there is one test that 
takes 54 minutes (2x27). (TR 1209-1210) 

In his deposition BellSouth SME Ennis was asked why the t e s t  
takes "that long?" (EXH 97, p .  62) He responded: 

It's 16.8 minutes to test a circuit. The reason it takes 
that long is because the technician has t o  pull up 
documentation that t e l l s  h i m  the information that he 
needs in order to remotely access the test point. Once 
he has  t h e  information, he has to get into the  test 
point, which is a process that takes so long. . . . You 
have to understand that any given circuit could possibly 
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be tested more quickly or it could take quite a bit 
longer, so 16 minutes is a good average. (EXH 97, p .  62)  

SME Ennis did not think that "two minutes [for the test] would 
be accurate, because it takes longer than that j u s t  to find the 
information for the test point to actually get into the SARC 
[corrected by the witness to "SARTS," but undefined in the 
transcript] system and access the test point/ (EXH 9 7 ,  p .  63) 
When asked about the remaining ten minutes, he replied, 

That's fo r  the coordination. The UNE Center is 
responsible for ensuring that the wiring in the Central 
Office is complete and, of course, there's time there for 
- -  there is other time there for ensuring the dispatch. 
But this particular coordination is f o r  the Central 
Office. If there is any - -  the UNE Center will, when 
they do their test, they will ensure that the w i r i n g  has 
been completed, do a l l  the escalations that they have to, 
and they will ensure that a technician is available for 
them in case they need to do any testing with the Central 
Office. So it is coordination of people in the places 
that they need them. (EXH 97, p .  63) 

Witness Greer addresses the SSI&M and CO I & M  w o r k  groups in 
his rebuttal testimony: 

In  addition to the UNEC and the WMC, both the S S I & M  and 
CO I & M  groups perform Connect and Test activities in 
installing xDSL loops. SSI&M personnel perform cross- 
connection at the cross-box, check continuity on a cross- 
box, trouble resolution at the cross box (30% of the 
time), perform testing from the Network Interface Device 
("NID/'), tag the loop, perform trouble resolution a t  the 
premises ( 2 1 %  of the time) and complete t h e  order. CO 
I & M  personnel wire t he  circuit at the collocation site. 
Although this activity by CO I&M personnel occurs 100% of 
the time on xDSL loops,  t h e  costs are discounted 15% to 
reflect cos ts  recovered in r e l a t e d  elements purchased by 
the ALEC (i.e., the cross  connect) . (TR 1704) 

Mr. Riolo proposes that the time that it takes for SSI&M 
and CO I & M  personnel to perform these various work 
functions be adjusted downward and t h a t  the involvement 
of t h e  SSI&M be assumed on only 20% of xDSL o rde r s .  
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Neither of these proposals is reasonable. In particular, 
the notion that only 20% of xDSL loop orders require a 
dispatch is unrealistic. As I explain below, a dispatch 
is required on every xDSL loop order ,  which means that 
SSI&M personnel are involved 100% of the time. (TR 1704) 

Whether or not t h e  s a m e  loop that is providing voice 
service can be reused to provide xDSL service, a dispatch 
is required in order to ensure that certain parameters 
are met so that the loop will be suitable for the 
intended xDSL service. These parameters, as stated in 
BellSouth’s TR 73600, include loading, foreign voltage, 
capacitance, resistance, and actual measured loss. If 
these parameters are m e t ,  the field technician will then 
attempt to test cooperatively with the ALEC. These 
parameters cannot be accurately tested without a 
technician in the field to sendlreceive the appropriate 
tones and/or read the measurements, which necessitates a 
dispatch 100% of the time. (TR 1707) 

BellSouth witness Caldwell provides rebuttal on travel time: 

. . . Mr. Riolo asserts that Bellsouth has double counted 
travel time. If one were to review the explanation of 
the activities that comprise his 115.2 minutes, however, 
it is evident that these minutes relate to activities 
that take place only after the technician is at the work 
s i t e .  Because the technician is not magically 
transported to the work location, travel time must be 
included! Travel time is not reflected in t h e  115.2 
minutes, notwithstanding, Mr. Riolo’s claim to the 
contrary. The 20 minutes contained in the equation in 
the input file reflects the time required f o r  the 
technician to receive and analyze t he  service request, 
not for travel. This information is a l so  contained in 
the document that generated the chart Mr. Riolo presented 
as part of his testimony. (TR 1210-1211) 

AT&T/WorldCom Witness King’s Critique and BellSouth’s Rebuttal 

AT&T/WorldCom witness King describes the ’’ [U] nderlying themes” 
of his exhibits, including JAK-1, which “contains t he  t o t a l  results 
of the proposed modifications.” (TR 2397) 
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Least-cost engineering design, including investment choices; 

Forward-looking, yet currently available and deployed, 
technology; and 

Non-discriminatory, including competitive efficiencies 
such as direct access to OSS and removal of workgroups 
and activities that the ILECs' o w n  retail operations do 
not experience. In other words, ALECs must only incur 
costs which the ILEC would incur using a forward looking 
network architecture and efficient OSS or else the ALEC 
is burdened with an excessive barrier to entry and the 
ILEC has no incentive to become efficient. (TR 2 3 9 7 -  
2398) 

Witness King's exhibit JAK-3 contains modified versions of 
BellSouth's nonrecurring cost study. (TR 2400) Describing his 
changes, witness King states: 

1 have eliminated costs that have no justification in a 
forward-looking network architecture and efficient 
provisioning process. For example; BellSouth introduces 
unnecessary workgroups and costs in the ALEC provisioning 
process, which BellSouth's own retail operations do not 
incur. Such workgroups as the Local Customer Service 
Center (LCSC) and the UNE Center (UNEC) /Access Customer 
Advocate Center (ACAC) are intermediary work groups not 
intended for efficient operations. In other words, these 
workgroups are the middlemen. 

I adjusted work times for certain w o r k  group activities. 
M o s t  of these changes entail consistent application of 
w o r k  times between individual UNE studies covering 
similar work routines. 

Fiber technology and the intelligent digital and optical 
support equipment also provide for remote electronic 
access and mechanized efficiencies for installing, 
disconnecting and rearranging UNE and UNE combinations. 
BellSouth has assumed 100% manual work by a host of work 
centers. For those work groups that should be involved 
if an electronic mechanized order were to "fall-out" of 
the provisioning process, I have assumed BellSouth's 
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affected work centers will be manually involved 10% of 
the time. 

Activities associated with manual assistance due to 
errors in the network management systems and databases 
(Operational Support Systems) are examples of activities 
that do not benefit the customer. This is because 
efficiently managed systems do not experience these 
errors. Most, if not all fallout from the OSS is a 
result of mismatching data from one system to t h e  other. 
Maintaining the accuracy of these databases is a function 
of normal day to day maintenance and is recovered,through 
recurring cos ts .  Poorly maintained systems results in 
high recurring costs. Such manual activities a re  a 
function of embedded inefficiencies, and result in.costs 
f o r  which ALECs should not  compensate an ILEC. Viewed 
another way, the customer (ALEC) did not cause t h e  error,  
they caused the ILEC to discover t h e  error and, 
therefore, should not be penalized through additional 
charges. (TR 2401-2402) 

Witness King proposes work activities and times f o r  the ADSL 
loop : 

SERVICE INOUIRY 

Witness King eliminates both groups in BellSouth's Service 
Inquiry category, the CRSG and the LCSC, because they are 
"intermediary workgroup [SI not in BST' s own process and [each] 
creates [an] excessive barrier to entry." (EXH 135, JAK-3, p .  182) 

ENGINEERING - SAC 

Witness King eliminates SAC because 

LOOP Make-up is engineering data  to determine technical 
specifications of a particular loop. (EXH 135, JAK-3, p .  
184) 

Confusion: BST is applying this work when ordering UNE 
'without LMU' , yet work is activity to load LMU into 
LFACS (Loop Facility Assignment and Control System) OSS. 
This suggests that BST wants all records properly 
inventoried and is charging the CLEC when a [sic] LFACS 
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record is not present for a particular loop. (EXH 135, 
J A K - 3 ,  p .  184) 

ENGINEERING - A F I G  

Witness King changes the worktimes and probabilities. 
BellSouth's work times for first and additional installation is 
eight minutes, while first and additional disconnect is seven 
minutes. Witness King's proposed times for a l l  installation and 
disconnect activities are seven minutes. BellSouth's probabilities 
are 30 percent each for first and additional installation and five 
percent each for first and additional disconnect. Witness King 
reduces t h e  installation probability to five percent and the 
disconnect probability to z e r o  percent. 

7 minutes to manually update inventory. 5% install 
fallout consistent with previous study. No activity 
required for disconnects since managed by OSS.(EXH 135, 
JAK-3, p- 184) 

ENGINEERING - CPG 

BellSouth has two actions in CPG:  first, process request (15 
minutes) , and second, design circuit and generate DLR and WORD 
document for CLEC and Field (18 minutes). For the first action, 
witness K i n g  does not change the work times, but he eliminates the 
probability for the first disconnect and reduces the probability 
for the first install from 15 percent to 10 percent. (EXH 135, 
JAK-3, pp. 184-185) For the second action, witness King does not 
change the work times, but he eliminates the probability for the 
disconnect activities and reduces the installation probabilities 
f r o m  15 percent to 10 percent. (EXH 135, JAK-3, pp. 184-185) His 
explanation is: 

Actions to design a circuit (Le., build to existing 
demand) are loaded into recurring recovery. Provided, 
however, a conservative 10% fallout allowance for new 
installs only. (EXH 135, JAK-3, p .  184) 

CONNECT & TEST - UNEC 

Witness King eliminates all UNEC activity because "UNE Center 
is intermediary workgroup not in B S T ' s  own process and creates 
excessive barrier to entry." (EXH 135, JAK-3, p .  187) 
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CONNECT & TEST - SSI&M 

Witness King eliminates all SSI&M work activity because "SSI&M 
work activity at crossbox/remote is recovered in recurring rates 
and captured through in-plant loading factors applied to recurring 
rates." (EXH 135, JAK-3, p .  188) 

CONNECT & TEST - WMC 

Witness King eliminates the WMC activity because "[Tlechnician 
dispatch handled by WFA [although not defined by witness King, 
staff believes this means Work Force Administration] OSS ." (EXH 
135, JAK-3, p .  188) 

CONNECT & TEST - CENTRAL O F F I C E  FORCES 

Witness King reduces t h e  work activity times and changes the 
probabilities, although he does not provide an explanation on his 
spreadsheet. BellSouth's first and additional installation times 
are 2 0  and 10 minutes, respectively. Witness King reduces them to 
11.31 and 8.33, respectively. BellSouth's first and additional 
disconnect times are 15 and 7 minutes, respectively. Witness King 
reduces them to 6-55 and 3.57 minutes, respectively. BellSouth has 
a reuse probability of 85 percent; however, witness King proposes 
BellSouth's "15 percent carried in other transport elements" at 100 
percent instead of BellSouth's 85 percent. (EXH 135, JAK-3, p .  
188) 

CONNECT & TEST - TRAVEL 

BellSouth's travel times for its SSI&M forces is 20 minutes 
for the first installation and first disconnect. Witness King 
eliminates this time because '\ [TI ravel to Crossbox recovered in 
recurring rate." (EXH 135, JAK-3, p .  192) 

BellSouth witness Caldwell responds to witness K i n g .  

. . . Mr. King's elimination of the LCSC and UNEC/Access 
Customer Advocate Center ("ACAC") work centers is based 
upon an incorrect premise- His reasoning t h a t  
"BellSouth's own retail operation do not incur" costs 
associated with these work centers m i s s e s  t h e  point. In 
t h e  retail environment, BellSouth has a business office 
that corresponds to the LCSC and an ACAC f o r  Access 
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customers. The  LCSC and the ACAC are integral centers 
involved in the provisioning of UNEs and UNE combinations 
and the cost of operating these  centers must be reflected 
in developing forward-looking costs. (TR 1211) 

Data ALECs Witness Murray‘s Critique 

Data ALECs witness Murray discusses what constitutes a 
forward-looking nonrecurring network. 

At an overall level, the BST and GTE nonrecurring cost 
studies rely on data pertaining to their existing, 
embedded processes and their existing, ernbedded network 
architectures. BST and GTE consider minor modifications 
to their embedded or “current state” by considering 
process modifications that are planned in the immediate 
future. . . . BST merely agrees that its nonrecurring 
cost analysis “should consider potential process 
improvements” [BST, Caldwell Direct, at 511, but fails to 
define that requirement - Moreover, although Ms. 
Caldwell admits that ”the same network design assumptions 
that provide the foundation for recurring costs should be 
utilized when developing nonrecurring costs [ i d . ]  , BSTfs 
actual nonrecurring cost analysis entirely ignores 
[emphasis in original] that forward-looking requirement. 
(TR 2521-2522)  

This approach - considering planned changes over a 
horizon of a few years at most, . . . is typical of a 
short-run analysis [emphasis in original] . In contrast, 
a long-run cost methodology considers a l l  costs as 
variable and potentially avoidable. 

The BST and GTE nonrecurring cost studies do not comply 
with this foundational requirement of a forward-looking 
cost analysis because neither company developed work 
flows, task times or probability factors considering a 
forward-looking network design. Indeed, both BST and GTE 
(and Sprint relative to DSL-capable loops) selected their 
nonrecurring cost study inputs based on their existing 
network architectures, wholly different network designs 
from those on which the incumbents based their filed 
recurring cost analysis. 
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By basing their recurring and nonrecurring costs on 
inconsistent network designs, BST and GTE maximize (by 
greatly overstating) costs. (TR 2522) 

Sprint Witness McMahon's C r i t i q u e  

I n  h i s  revised rebuttal testimony, Sprint witness McMahon 
addresses BellSouth's proposed installation charges for 2-wire xDSL 
loops (including ADSL and HDSL) I asserting that BellSouth's 
proposed charges are not  "based upon efficient methods and 
procedures and reasonable work time estimates." (TR 3181) 

The non-recurring charges proposed by BST assume manual 
processes and unreasonable work times. BST claims it 
takes about 7 t o t a l  labor hours t o  install a standard 2 -  
wire xDSL-capable loop. The only EST work time component 
that appears reasonable is technician travel for which 
BST allocates 20 minutes. The remaining 6 % hours of 
labor is due to BST's assumption of manual work 
activities and inflated work times. (TR 3181) 

For instance, BST's costs include 2.5 hours fo r  "Service 
Inquiry'' work functions. The descriptions provided 
include various work group activities such as "screens 
documents" and "reviews request" and "processes order" . 
[sic] These do not ref lect  the operations of an efficient 
service provider. (TR 3181-3182) 

BST's costs a l so  include 3 . 8 7 5 5  hours for the actual 
installation of an xDSL-capable loop. Sprint's position 
is t h a t  such loops do not need t o  be "designed" circuits 
as claimed by BST. BST relies on this unfounded 
categorization in an attempt t o  justify the excessive 
labor times associated w i t h  manual order coordination and 
dispatching of technicians. (TR 3182) 

O t h e r  work activities comprising BST's 3.8755 hours for 
"Connect & Turn-up Testing" include the  following: 
"assigns workforces; ensures dispatch; performs manual 
order coordination; resolves t r o u b l e " .  [sic] Time spent 
on trouble resolution activities should not be included. 
These maintenance c o s t s  are captured i n  the annual charge 
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factors and are reflected in the monthly loop rates. (TR 
3182) 

The remaining reasons are due to questionable work times 
allocated by BST for certain other work functions. For 
instance, BST allocates 0.2833 hours (17 minutes) to 
"wire circuit at collocation site". [sic] Sprint 
allocates a m o r e  reasonable 9 minutes to place and test 
this jumper on the MDF [main distribution frame]. All 
this involves is a technician running a jumper wire from 
the OSP cable pair terminal block to the collocator's 
terminal block on the MDF. The costs associated with 
additional engineering and jumpers f o r  "test point 
access" are unnecessary. (TR 3182-3183) 

Additionally, the BST cost model allocates a total of 
1.921 hours for an I & M  field technician to hook-up a 
single 2-wire xDSL-capable loop. This is about double 
the time that it takes in reality. (TR 3183) 

In discovery responses, witness McMahon expanded upon some of 
his testimony : 

The maintenance cost that M r .  McMahon was referring t o  
was \\resolves trouble". The other work activities such 
as "assigns workforce" , "ensures dispatch", "performs 
manual order coordination'' are examples of inefficient 
manual processes with inflated work times whereas an 
efficient provider would utilize automated processes fo r  
such activities. (EXH 75, p .  23) 

Sprint subject matter experts provided t he  work times 
used in Sprint's analysis for both the  cent ra l  office 
activity (jumper work) and field technician activities. 
The BellSouth jumper activity work times would be 
acceptable if the time to wire to a test point was 
backed-out of t h e  BellSouth study. (EXH 75, p .  2 4 )  

However, Sprint can not reconcile t h e  difference with 
BellSouth's allegation that it takes them almost 2 hours 
for a field technician to hook-up a 2-wire xDSL-capable 
loop. Sprint's work times for these f i e l d  work 
activities ( 7 2  minutes) are based upon the experience of 
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Sprint's SMEs and represent the operations of an 
efficient service provider. (EXH 7 5 ,  p .  2 4 )  

Sprint witness McMahon also addresses BellSouth's proposed 
disconnect charges for xDSL loops, asse r t ing  that they are not 
reasonable. (TR 3183) 

In reality, ILECs leave such loops in place as 'cut- 
throughs" and/or "DCOPs" (Dedicated Central Off ice Plant) 
in order to avoid the unnecessary costs associated with 
dispatching a technician t o  disconnect and reconnect when 
a new customer orders service for the same location. For 
most services, including POTS [p l a in  o ld  telephone 
service] and xDSL-capable loops,  the  same cable pair ( s )  
can be reused. BST should not be allowed to charge f o r  
disconnects, as such,  for copper pair-based xDSL 
services. (TR 3183-3184) 

For xDSL-capable loops, which Sprint considers to be any 
standard voice-grade all-copper loop (less than 18,000 
feet  in length and f ree  of inhibitors) , the only costs 
involved with disconnecting service would be a few 
minutes for a technician to remove the MDF jumper wires. 
Spr in t  does not believe that BellSouth needs to or should 
send technicians to the cross connect boxes (SAI's) 
[Serving Area Interfaces] or serving terminals to perform 
any activities due to t h e  industry-wide "cut-through" 
practice mentioned in the subject testimony. 

The removal of jumpers in the central office is normally 
accounted f o r  as a rearrangement and change maintenance 
expense. Generally, maintenance costs as such are 
recovered through the monthly recurring rates, unless 
adjustments are made in the Annual Charge Factor to 
offset these projected NRCs. (EXH 7 5 ,  p .  25)  

Staff Analysis 

Summarizing briefly staff's analysis so far, s t a f f  is 
persuaded by Bellsouth witnesses Caldwell and Varner that when an 
AZEC requests service, there are specific activities t h a t  occur 
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that may not occur otherwise and that these activities should be 
costed and priced separately from recurring costs and prices. 
Staff agrees with AT&T/WorldCom witness King that non-recurring 
activities are those that benefit only the specific ALEC. 

Staff notes that the ALEC witnesses, for t h e  most p a r t ,  
recommend very different work times from BellSouth, including the 
elimination of certain BellSouth work groups. In staff's evaluation 
of the record evidence and i t s  recommendation, staff must also 
balance what appear to be widely divergent views. 

BellSouth's c o s t  studies include work activities and work 
times f o r  the first installation, and each additional installation, 
as well as for the first disconnect and each additional disconnect. 
When staff and the parties refer to work activities and times, 
unless otherwise noted, the reference is to the first installation. 
Some of the same work categories may not be included in the 
additional installation or the first and additional disconnect, and 
t h e  work times may differ. 

S t a f f  believes that determining the work activities, work 
times and probabilities that the work will occur is an appropriate 
way to determine nonrecurring costs;  however, s t a f f  notes t h a t ,  
according to the FCC, these studies must be considered forward- 
looking. (47 CFR, §51.505) BellSouth witness Caldwell agrees: 

0 
The same network design assumptions that provide the 
foundation for recurring costs should be utilized when 
developing nonrecurring costs. Thus, the network should 
be forward-looking, reflect BellSouth's guidelines and 
practices, should consider potential process 
improvements, and should be attainable. (TR 129-131) 

Although staff does not completely agree with witness Murray 
that BellSouth's nonrecurring cost studies are "typical of a short 
run analysis," staff believes that the record, including the 
depositions of BellSouth's SMEs, raises considerable doubt as to 
whether BellSouth's nonrecurring cost studies are t r u l y  forward- 
looking. Staff is most troubled by BellSouth's apparent use of 
only curren t  practices in its nonrecurring cost study design, 
without any specific mention of potential process improvements. 
staff a lso  notes that the apparent precision of BellSouth's numbers 
in its cost study presentations gives a f a l se  sense of security 
because it implies that BellSouth's cost study methodology is more 
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rigorous than it appears to be. In this context, staff will begin 
its analysis of BellSouth's nonrecurring work activities and work 
times with how BellSouth determined its nonrecurring activities. 

According to BellSouth witness Caldwell, BellSouth used 
personnel familiar with the provisioning process or subject matter 
experts (SMEs) to "provide t h e  process flow, the work centers 
involved, any probabilities that may be required, and the time 
required by work center." (EXH 61, p .  94; TR 132-133) BellSouth's 
SMEs f o r  the LCSC, UNEC, SSI&M, CO I & M ,  and Outside Plant 
Engineering work groups were deposed for this proceeding and 
provided information on how the work activities and times were 
developed. 

In only one of these areas w a s  a time and motion study 
apparently used, and that was a study from 1993. Staff notes that 
local competition was signed into law in 1995 in Florida and in 
1996 on a federal basis, so this study was not performed fo r  the 
provision of unbundled network elements. 

As described previously, in some instances the SMEs had 
actually performed the work themselves, in others the SMEs had no t .  
Time estimates were typically provided by the SMEs to the cost 
group verbally but sometimes w e r e  provided via e-mail. Apparently 
SMEs had the option of reviewing their inputs after the inputs had 
been placed into the cost study. (e.g., EXH 99, p .  19; EXH 101, p .  
12) Staff is troubled by the lack of a paper trail with regards to 
SME inputs. It makes it extremely difficult f o r  staff and the 
ALECs to analyze BellSouth's cost studies. 

Were the SMEs given instruction on how to proceed? It is 
difficult to tell, because different SMEs reported different 
approaches in determining the work activities and work times. In 
t h e  LCSC the time reported is an average, but in the other areas, 
the time is simply reported. 

Based on t h e  depositions, staff believes that BellSouth's SMEs 
did what they w e r e  t o l d  to do; that is, they developed or reviewed 
work activities and times based on their knowledge, experience, and 
observations. ( e . g . ,  EXH 97, p .  43;  EXH 9 8 ,  p .  6 ;  EXH 101, p .  15) 
However, staff believes that there is a higher standard that these 
cos t  studies must presumably meet. According to her  testimony, 
BellSouth witness Caldwell apparently agrees, because she asserts 
that the same network designed for recurring costs should also be 
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used for nonrecurring costs: “forward-looking, reflect BellSouth’s 
guidelines and practices, should consider potential process 
improvements, and should be attainable.’’ (TR 129-130) 

Were the SMEs told that this w a s  to be a forward-looking cos t  
study? If they were, it is not readily apparent from the 
depositions; the SMEs typically referred to the work as it is done 
today. Staff acknowledges that the definition of ”forward-looking” 
is not easily discernable. Is manual work required? Why? How 
much? Under what circumstances? Will some type of manual work 
always be necessary? Are certain activities always required and 
will they always be required? Admittedly, there are no simple 
answers to these questions, and staff believes that any answers 
that currently exist may well change in the future. 

Should BellSouth have performed time and motion studies f o r  
nonrecurring activities? S t a f f  believes the answer is ”perhaps,” 
because time and motion studies imply that the activities to be 
studied are already known and agreed upon and that t h e  parties are 
comfortable with BellSouth performing t h e  time and motion studies, 

Was BellSouth‘s methodology for determining required work 
activities and times forward-looking? BellSouth apparently used 
the work activities and times currently in place based on the 
information available to t h e  current SME. Neither BellSouth 
witnesses nor BellSouth SMEs testified to any directive given to 
the SMEs of how a forward-looking study should be done. 

An example of problems in BellSouth‘s nonrecurring cost study 
methodology is h o w  a change in SME can alter a cost study. On 
August 16, 2000, approximately one month prior to the September 19, 
2000  hearing, BellSouth filed its revised cost study. One of the 
changes to the SL1 loop nonrecurring cost study was an increase in 
t h e  field dispatch rate from 20 percent to 38 percent - an almost 
100  percent increase. (EXH 81, p .  170) BellSouth did not file any 
supporting documentation for this increase; however, BellSouth did 
provide documentation as a late-filed deposition exhibit just prior 
to t h e  hearing. (EXH 81, pp. 241-245) The 20  percent rate was 
asserted to have been an estimate, but the 38 percent dispatch rate 
was based on a regional BellSouth report on service orders and 
dispatches. The reason this report came to light was that a new 
SME knew of the report and used it. (EXH 81, pp. 170, 242) 
Leaving aside whether the report is sufficient documentation f o r  
t h e  dispatch rate, s t a f f  is concerned about the adequacy of other 
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w o r k  activities, times, and probabilities. If a simple change in 
SME can produce such a dramatic change, then additional questions 
arise as to the overall validity of the study. 

These difficulties in determining the appropriate way to 
decide nonrecurring activities and times are not confined to 
Florida alone. In considering nonrecurring studies and ILEC 
employee estimates of times involved, t he  Massachusetts Department 
of Telecommunications and Energy (MDTE) stated i t s  concerns about 
how Bell Atlantic (n/k/a Verizon) had determined nonrecurring 
charges in an arbitration w i t h  AT&T, WorldCom, Sprint, and other 
ALECs,  citing as a "flaw" the fact t h a t  

. . . employees w e r e  not always informed of and 
instructed to assume forward-looking technologies in 
making their assessments. These flaws introduce an 
element of bias  into the estimation process and impair 
its reliability. . . . There i s  also a strong likelihood 
of bias when employees are instructed to provide 
estimates that they are  told will be used to derive 
charges for their employer's competitors. (EXH 69, pp. 
144 - 145) 

In t h i s  particular case the MDTE was unhappy with both Bell 
Atlantic's and the competitors' nonrecurring cost models. H o w e v e r ,  
Bell Atlantic provided "minimum, " "maximum, and "most likely" time 
frames. The  MDTE concluded: 

We could choose to send Bell Atlantic back to the drawing 
board to conduct new studies, but w e  are reluctant to do 
so because we are not convinced that such studies would 
be a productive use of company time or t he  regulatory 
process or that they could be completed in a period frame 
appropriate f o r  these proceedings. Accordingly, we are 
l e f t  with no choice but to modify the numbers presented 
by Bel1 Atlantic to offset, to the extent possible, the 
biases in its approach. We choose to do so by adopting 
a set of numbers produced by Bell Atlantic that is least 
likely to be biased, the 'minimum' figures produced by 
i t s  employees. (EXH 69, p .  145) 

Staff shares the MDTE's concerns t h a t  the reliability of cost 
s t u d i e s  can be impaired if employees are not instructed to assume 
a forward-looking perspective. S t a f f  also believes that it is 
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completely natural for some bias to be introduced into a study 
w h e r e  employees provide work times for activities that they k n o w  
will be performed for a competitor. Similarly, staff believes that 
BellSouth's nonrecurring cost study methodology may have flaws, and 
that any such flaws are likely to create an upward bias in an 
resulting numbers. 

Summarizing the above analysis, staff believes that 
BellSouth's nonrecurring cost studies have not provided complete 
documentation that permits staff and the ALECs to perform an 
exhaustive analysis. Staff a lso  believes that BellSouth's 
nonrecurring cost study methodology may have f l a w s ,  and that any 
such flaws are likely to create an upward bias in an resulting 
numbers. Additionally, the ALEC parties dispute which activities 
are even required. 

~n the next  several sections, staff provides i ts  analysis of 
work times and probabilities for the ADSL loop. 

STAFF ANALYSIS OF ADSL LOOP SERVICE INOUIRY WORK TIMES 

In the space of 45 minutes, the CRSG receives the firm order 
SI from the CLEC, screens the document (15 minutes), prepares/sends 
transmittals to OSPE for site set-up (or to I&M for site visit)(10 
minutes) , and upon completion of its job, CRSG informs the CLEC 
that the site is ready for provisioning (20 minutes). (EXH 95, FL- 
xdsl.xls, p. 13) Assuming no complications, the LCSC then receives 
the SI from CRSG and it "validates for accuracy and sends Firm 
O r d e r  Commitment (FOC) to CLEC." (EXH 95, Fl-xdsl-xls, p .  13) The 
LCSC activity takes an additional 4 5  minutes for a total of 1.5 
hours. 

sprint witness McMahon criticizes BellSouth's original Service 
Inquiry times because they "do not reflect the operations of an 
efficient provider. I' (TR 3182) Witness McMahon asserts that 
BellSouth's proposed nonrecurring charges "assume manual processes 
and unreasonable w o r k  times," with the only "reasonable" w o r k  time 
to be the travel time (considered below). (TR 3181) 

As part of his critique Data ALECs witness Riolo asserts that 
the LCSC time of 45 minutes in the cost study is 50 percent higher 
than the time indicated in BellSouth's response to R h y t h m s '  Request 
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f o r  Production of Documents No.3. (TR 2680) BellSouth witness 
Caldwell responds to this criticism by stating 

The document upon which Mr. Riolo relied is outdated and 
was not used by the cost organization in developing the 
time for LCSC functions. The 45 minute assumption was 
provided by the LCSC subject matter expert based on more 
current information. (TR 1210) 

The assumed LCSC time is 45 minutes in both the original and 
revised cost studies. Witness Riolo relied upon a document provided 
by Bellsouth in discovery. If the  document used by witness R i o l o  is 
"outdated," why d i d  BellSouth provide it in a discovery response? 
Witness Riolo reasonably relied on what BellSouth provided in 
discovery. BellSouth witness Caldwell now asserts that t h e  
document is outdated and that 4 5  minutes, 50 percent higher than  
the time in t h e  document, is correct "based on more current 
information." (TR 1210) At the hearing, when questioned about 
this, witness Caldwell stated that BellSouth "did not have a 
written document that had an updated number, that we obtained t ha t  
number verbally from the subject matter expert to change it." (TR 
1378) If it was verbally changed for the original study, staff 
wonders why BellSouth provided outdated documentation in a 
discovery response. 

BellSouth also allows for "Incremental Work for Service 
Inquiry Complications." These functions include, for example, 
"CRSG - not processed within commitment; followup required." (EXH 
95, F1-xdsl.xls, p .  13) S t a f f  believes that an ALEC should not be 
charged for the types of 'complications" enumerated in this 
category, since they seem to be caused by problems within BellSouth 
and its network. Staf f  agrees with AT&T/WorldCom witness King when 
he asserts that, "the customer (ALEC) did not cause t h e  error, they 
caused the ILEC to discover the error and, therefore, should not be 
penalized through additional charges ." (TR 2402) Therefore, based 
on the evidence, staff recommends that the costs of the activities 
in the Incremental Work for Service Inquiry Complications category 
should be excluded from the cost s tudy .  

BellSouth witness Greer defends BellSouth's time estimates for 
the CRSG and LCSC in the Service Inquiry category by providing 
additional information on the activities or responsibilities of 
each group. This additional information w a s  not contained in the 
or ig ina l  cost study, nor was it provided w i t h  the  revised cost 
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study. The additional information witness Greer provides is 
helpful; however, the activities he describes are very general in 
nature. Witness Greer describes the CRSG as an "extension of the 
Account Team," explaining that it serves as the first point of 
contact for ALECs ordering "certain" UNEs, and helping ALECs with 
completing the documentation f o r  UNEs. (TR 1699) 

Witness G r e e r  explains that in the LCSC,  a service 
representative reviews and validates the service inquiry and the 
LSR, which is a "time consuming process of accessing numerous 
databases and checking various input fields. If (TR 1699) However, 
according to the actual cost s tudy ,  the CRSG does not just receive 
the service inquiry from the ALEC; it a lso  "screens documents," and 
then the CRSG "prepares/sends transmittal to OSPE for site set-up." 
(EXH 95, FL-xdsl-xls, page 13). It is not clear to staff why the 
LCSC must "validate" the service inquiry if the CRSG has already 
screened the documents and sent them to OSPE. According to 
BellSouth, this happens with 100 percent of the orders.  This seems 
to be duplicative effort, manual checking and re-checking. 

Although BellSouth witness Greer explained some of t h e  other 
duties of the CRSG and LCSC in his rebuttal to witness Riolo, on 
balance staff finds Data ALECs witness Riolo to be more persuasive 
on this aspect. While witness Riolo has not worked for BellSouth, 
staff believes his experience lends considerable authority to his 
criticisms. On the other hand, staff believes that there probably 
is some amount of time that should be allowed for Service Inquiry; 
however, it is not clear to staff what that should be, based on the 
record evidence. Witness Riolo' s proposal , '\ [R]  ealistic Time 
Assuming BST's Engineered/Designed Loop Process," is 30 minutes on 
10 percent of the orders or  3 minutes. 

@ 

AT&T/WorldCom witness King eliminates this category entirely 
because he contends they are "intermediary workgroup [SI not in 
BST's own process and [each] creates [an] excessive barrier to 
entry." (EXH 135, JAK-3, p .  182) Staff does not agree with witness 
King's reasoning. Simply because a group does not appear in 
BellSouth's retail operations does not mean that it is not 
necessary for an ALEC . 

BellSouth's total time in Service Inquiry for the first 
installation is 106.8 minutes (1 hour 46.8 minutes) for 100 percent 
of the orders. Staff believes that BellSouth's Incremental Time for 
Service Inquiry Complications, 16.8 minutes, as described above 
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should be eliminated because based on BellSouth‘s description, that 
is time to resolve problems within BellSouth. This leaves a balance 
of 90 minutes. Data ALECs witness R i o l o  proposes 30 minutes on 10 
percent of the orders (3 minutes) while AT&T/WorldCom witness King 
proposes a probability of 0 percent, resulting in 0 minutes. 

Staff believes that the work times for each function are 
overstated. A s  an example, staff believes that the CRSG‘s 20 
minutes for first installation and 18 minutes for each additional 
installation seem high for its stated function in an age of 
voicemail, email, and fax machines: once a job is complete, the 
CRSG informs the ALEC that the site is ready to be provisioned. 
S t a f f  also finds Data ALECs witness Riolo‘s assertion of 
duplicative work effort between the CRSG and the LCSC persuasive. 
In addition, staff is troubled by BellSouth’s lack of documentation 
for an increase in LCSC time from 30 to 45 minutes particularly 
when its discovery response provides documentation of 30 minutes. 
Data ALECs witness R i o l o  allows 30 minutes at a probability of 10 
percent while AT&T/WorldCom witness King reduces the probability to 
o percent for the total Service Inquiry function. Staff believes 
that these proposals appear to be too l o w .  

Staff believes that CRSG time is overstated, and based on the 
description of t h e  activity, a more reasonable time is 
approximately 20 minutes, or 44.4 percent of BellSouth’s proposed 
total time, conservatively rounded up to 45 percent of the total 
time. This is higher than witness Riolo’s recommended time of 30 
minutes (10 percent of the time) and witness King’s recommended 0 
percent probability for all of Service Inquiry. Therefore, s t a f f  
recommends that the time in each CRSG function be reduced by 5 5  
percent, resulting in a total CRSG time of 20.25 minutes for an 
ADSL loop. ’ 

Staff believes that LCSC time is more seriously overstated 
than CRSG time, because it appears that work functions between the 
CRSG and LCSC are duplicative. Staff also does not believe that 
the record evidence supports BellSouth’s increase of its documented 
time of 30 minutes to an undocumented time of 45 minutes. Taking 
these factors into account, staff believes that a reasonable amount 
of time for the LCSC function, based on the description of the 
activity, is approximately 10 minutes, or 22.2 percent of 
BellSouth’s total time, conservatively rounded up to 25 percent of 
the total time. This is higher than witness Riolo‘s recommended 
time of 30 minutes (10 percent of the time) and witness King’s 
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recommended 0 percent probability for all of Service Inquiry. 
Therefore, staff recommends that the time for the LCSC function be 
reduced by 75 percent, resulting in an LCSC time of 11.25 minutes 
for an ADSL loop. 

BellSouth’s probability f o r  these functions is 100 percent , 
compared to witness Riolo’s 10 percent and witness King‘s 0 
percent. Staff believes that it is reasonable to leave BellSouth‘s 
probability at 100 percent because Service Inquiry only applies, in 
BellSouth’s revised filing, to those loops ordered with loop 
makeup. Therefore, staff recommends that t h e  probabilities for 
these functions should remain at 100 percent. 

S t a f f  believes that reducing the CRSG and LCSC work times by 
5 5  percent and 75 percent, respectively, accounts for the 
overstated work times in a reasonable way, resulting in a total 
time of 31.5 minutes for Service Inquiry. Therefore, staff 
recommends that the CRSG category Incremental Time €or Service 
Inquiry Complications be eliminated, that CRSG work times be 
reduced by 55 percent, and that LCSC work time be reduced by 7 5  
percent, with the probabilities remaining the same. 

Witness R i o l o  directed criticism towards BellSouth’s inclusion 
of OSPE time of 2.5 hours in the original study. Staff notes that 
BellSouth’s revised study eliminated this function. 

a 
Time f o r  the SAC was originally in Service Inquiry, but in the 

revised study it is included under Engineering, which is where 
staff reviews it. 

STAFF ANALYSIS OF ADSL LOOP ENGINEERING WORK TIMES 

There appears to be an error i n  BellSouth‘s Excel file, FL- 
xdsl.xls (EXH 95) that results in overstating Engineering work 
times by 78.3 minutes for xDSL loops ordered with loop makeup. 

This file contains the cost studies for the ADSL loop, 2- and 
4-wire HDSL loops, and short and long 2- and 4-wire loops. Each of 
the loops in this file shows t w o  costs: one when the loop is 
ordered with loop makeup (Service Inquiry is included), and one 
when the loop is ordered without loop makeup (Service Inquiry is 
not included). This error only applies to the loops ordered with 
loop makeup. The error occurs because the spreadsheet does not 
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multiply the work times by the probability of occurrence for t he  
Service Advocacy Center, or SAC.  

BellSouth's proposed Engineering activities and work times are 
shown in Table 8d-4 above. Time for SAC totals to 87 minutes at a 
10 percent probability, or 8.7 minutes. However, t h e  SAC time on 
BellSouth's summary sheet in the Excel f i l e  is 87 minutes, for an 
overstatement of 78.3 minutes or 1.305 hours. Staff s analysis 
assumes t h a t  the error has been corrected. 

SAC times were included in Service Inquiry in the original 
study but were moved to Engineering in the  revised study. This 
means that ADSL loops ordered both with and without loop makeup 
include SAC time under the n e w  study. If SAC time were s t i l l  
included in Service Inquiry, as it was in the original study, then 
in t h e  revised study, SAC time would have been included only for 
loops with loop makeup. 

BellSouth's SAC time totals 87 minutes and includes the 
following activities, each at a 10 percent probability: clerical 
input (15 minutes) , OSPE investigation (30 minutes), pull loop 
makeup (22 minutes) I LFACs input of loop makeup (10 minutes), and 
LFACS reservation (10 minutes), for a total of 8 . 7  minutes. (EXH 
9 5 ,  FL-xdsl.xls, p .  14) According to BellSouth witness Greer, the 
SAC work functions are "highly mechanized for t he  most part, it is 
assumed that t he  manual efforts by the SAC will occur only 10% of 
the time." (TR 1701) Witness Greer characterizes BellSouth's SAC 10 
percent probability as "conservative". (TR 1702) 

AT&T/WorldCom witness King eliminates SAC because 

Loop Make-up is engineering data to determine technical 
specifications of a particular loop. (EXH 135, JAK-3, p .  
184) 

Confusion: BST is applying this work when ordering UNE 
'without LMU', yet work is activity to load LMU into 
LFACS (Loop Facility Assignment and Control System) OSS. 
This suggests that BST wants a l l  records properly 
inventoried and'is charging t h e  CLEC when a [sic] LFACS 
record is not present f o r  a particular loop. (EXH 135, 
J A K - 3 ,  p .  184) 
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However, as Table 8d-4 shows, BellSouth includes activities other 
than those referencing loop makeup. In addition, the probability 
of SAC activities is 10 percent. Staff is not persuaded by witness 
King's assertion that SAC time should be eliminated entirely. 

Data ALECs witness Riolo concludes that a "Realistic Time 
Assuming BST' s Engineered/Designed Loop Process'' for Service 
Inquiry, including SAC (SAC w a s  included in Service Inquiry in t h e  
original study) should be 30 minutes on 10 percent of the orders or 
3 minutes total. (TR 2690-2691) 

BellSouth's times f o r  the SAC seem excessive to staff based on 
the overall record evidence; staff believes a more reasonable total 
time would be about 40 minutes or about 46 percent of BellSouth's 
total time. Rounding up to 50 percent, staff recommends that SAC 
times be reduced by 50 percent, resulting in a time of 43.5 
minutes, or after BellSouth's 10 percent probability is applied, a 
total time of 4.35 minutes. 

I n  addition to the SAC, BellSouth has two other work groups in 
this category: Address Facility and Inventory Group, or AFIG, and 
the Circuit Provisioning Group, or CPG.  BellSouth's AFIG time for 
assigning loop facilities is 8 minutes at a 30 percent probability, 
or 2.4 minutes. (EXH 95, FL-xdsl.xls, p .  14) BellSouth's CPG time 
is 15 minutes to process the request and 18 minutes to design the  
circuit and generate the  design layout record and WORD document f o r  
the  CLEC and field, each at a probability of 15 percent, resulting 
in times of 2 . 2 5  minutes and 2.7 minutes, respectively. (EXH 9 5 ,  
FL-xdsl.xls, p .  14) Witness Greer characterizes BellSouth's 
Engineering probability (or fallout) percentages of "only" 30 
percent (AFIG) and "only" 15 percent (CPG)  as "conservative. " (TR 

e 

1701-1702) 

BellSouth witness Greer states that Data ALECs witness Riolo 
does not appear to disagree with the work times for the CPG and 
AFIG; rather, he disagrees with BellSouth's probabilities of 
occurrence. Witness R i o l o  states I however, that he is \\ [I] n p a r t  I 

. . . relying on this adjustment to the occurrence factor for 
'engineering' tasks to compensate for any overstatement in task 
times, which BST failed to explain or  support." (TR 2684) Witness 
Riolo does provide f o r  time "Assuming BST' s Engineered/Designed 
LOOP Process:" "15 minutes on 1% of the orders, 18 minutes on 1% of 
the orders, 8 minutes on 1% of the order,'' for a total time of 41 
minutes at 1 percent or .41 minute. (TR 2691) 
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AT&T/WorldCom witness King reduces the work times and 
probabilities for AFIG and eliminates the disconnect probability 
because '' [N] o activity required for disconnect since managed by 
OSS. "  (EXH 135, JAK-3, p .  1 8 4 )  However, s t a f f  is not persuaded by 
witness King's assertion. For CPG, witness King asserts that 
circuit design is included in recurring activity; however, he does 
a l l o w  for fallout for new orders. He does not change the work 
times but he eliminates the probability for disconnect and reduces 
the  installation probability. Based on BellSouth's network design 
of designed circuits for DSL-type loops,  staff is not persuaded 
that circuit design is included in recurring activity. 

Although Data ALECs witness Riolo and AT&T/WorldCom witness 
King reduce BellSouth's probabilities, witness Riolo uses his 
reduction of probabilities to take into account any "overstatement 
in t a s k  times, which EST failed to explain or support," for 
Engineering. (TR 2684) In effect, then, witness R i o l o  apparently 
believes that Bellsouth's work times are overstated. The record 
evidence a l s o  implies that BellSouth's work times are overstated. 
S t a f f  does not, however, believe that there is sufficient record 
evidence to recommend probabilities other than those tha t  BellSouth 
has proposed. Therefore, staff believes that it is appropriate and 
reasonable to reduce BellSouth's w o r k  times rather than i t s  
probabilities. The question remains, by how many minutes? 

BellSouth's AFIG time f o r  assigning loop f a c i l i t i e s  is 8 
minutes at a 30 percent probability or 2.4 minutes. (EXH 9 5 ,  FL- 
xdsl.xls, p .  14) Data ALECs witness R i o l o  proposes a total of 41 
minutes for Engineering with a probability of 1 percent, for  a time 
of .41 minute. (TR 2691) AT&T/WorldCom witness King recommends 7 
minutes at a 5 percent probability, or - 3 5  minute for AFIG. Staff 
believes a more reasonable time to be 4 minutes, 50 percent of 
BellSouth's proposed time, resulting in a time of 1.2 minutes after 
BellSouth's probability is applied. S t a f f  no tes  t h i s  time is 
greater than witness Riolo's time f o r  the entire Engineering 
category and witness King's AFIG recommendation. Therefore,  based 
on the arguments and t h e  description of the activity, staff 
recommends that BellSouth's AFIG time be reduced by 5 0  percent, 
resulting in a time of 4 minutes, with BellSouth's probability 
intact. 

BellSouth's CPG time is 15 minutes to process the request and 
18 minutes to design the circuit and generate the design layout 
record and WORD document f o r  the  CLEC and f i e l d ,  each at a 
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probability of 15 percent. (EXH 95, FL-xdsl.xls, p .  13) Data ALECs 
witness Riolo proposes a total of 41 minutes f o r  Engineering with 
a probability of 1 percent, f o r  a time of .41 minute, (TR 2691) 
AT&T/WorldCom witness King keeps BellSouth's proposed times bu t  
reduces the probability to 10 percent. Staff believes a total of 33 
minutes seems too long for these activities in a computerized 
environment, but we believe BellSouth should be allowed to recover 
a reasonable level of such costs. S t a f f  believes 16 minutes total 
or 48.5 percent of BellSouth's time, rounded up to 50 percent to be 
reasonable. After BellSouth's probabilities are applied, this 
results in a total time of 2.475 minutes. This is greater than 
witness Riolo's entire time for Engineering. This time is less than 
witness King's proposed time of 3.3 minutes for CPG; however, staff 
believes the difference is so small as to be negligible. Therefore, 
staff recommends that CPG time be reduced by 50 percent, to a total 
of 16.5 minutes, or 2.475 minutes after BellSouth's probabilities 
are applied. 

STAFF ANALYSIS OF ADSL LOOP CONNECT 6c TEST AND TRAVEL WORK TIMES 

Table 8d-5 contains BellSouth's proposed work activities, 
times, and probabilities for Connect & Test. There are four work 
groups in this category (UNEC, WMC, CO I & M ,  and SSI&M), plus 
Travel. The WMC and CO I&M have the fewest activities; staff 
discusses them first, followed by the UNEC, SSI&M, and Travel. 

According to the BellSouth cost study, the WMC "coordinates 
dispatched technicians," at a time of 15 minutes, 100 percent of 
the time. BellSouth witness Greer describes the WMC personnel as 
responsible for several activities including pulling a list of each 
day's orders, scanning each order for facilities, screening orders 
to ensure that t he  appropriate technician is assigned to a 
facility, and handling any exceptions. (TR 1703) BellSouth witness 
Milner states that the WMC 

pre-assigns work to a technician in order to ensure that 
the technician is at the conversion site at a time that 
ensures the conversion will be completed as ordered. On 
the cutover date, the WMC monitors t h e  progress of the 
technician to ensure that the technician arrives at t h e  
designated time. (TR 1975) 
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Data ALECs witness Riolo asserts that BellSouth's "alleged 
need for y e t  another layer of manual coordination is contrary to 
efficient engineering practices using forward-looking OSS. (TR 
2687) He then recommends that no recovery be allowed for the WMC 
"until BST provides compelling justification concerning why it is 
necessary. I' (TR 2687) AT&T/WorldCom witness King eliminates WMC 
times because he assumes that it would be handled by OSS. (EXH 
135, JAK-3, p .  188) Staff agrees with witness Riolo that the WMC 
appears to provide "yet another layer of manual coordination." 
staff wonders why the WMC must monitor the progress of the  
technician to ensure that the technician arrives at the designated 
time. Staff is surprised that t h e  technicians are not responsible 
for ensuring that they arrive at the designated time, and if there 
is a delay, notifying t h e  WMC or other appropriate work group. 
staff believes that a forward-looking cost study would tend to 
minimize human intervention. Although staff believes that there is 
some r o o m  in a forward-looking model for human intervention staff 
finds that witness Riolo presents t h e  more persuasive argument. 
Given a choice between 0 minutes and 15 minutes, staff believes 
that approximately 5 minutes, or 3 3  percent of total time, rounded 
up to 3 5  percent of BellSouth's proposed total time, is a 
reasonable accommodation for this center's manual coordination 
activity. Staff does not believe that there is sufficient record 
evidence to recommend a change in BellSouth's proposed probability 
of 100 percent. Accordingly, staff recommends that the work times 
f o r  the WMC be reduced by 65 percent with the probability remaining 
as BellSouth proposed, resulting in a work time of 5.25 minutes, 

According to the BellSouth cost study, CO I & M  "wires circuit 
at collocation site." BellSouth's study recommends 20 minutes at 85 
percent or 17 minutes. Data ALECs witness Riolo disagrees that an 
XDSL loop needs to include a "designed test point," but he does 
agree that the "basic functions for this work group are required." 
(TR 2687) He recommends 11 minutes 100 percent of the time. 
AT&T/WorldCom witness King recommends 11.31 minutes 100 percent of 
the time. (EXH 135, JAK-3, p .  188) Sprint witness McMahon asserts 
that, "Sprint allocates a more reasonable 9 minutes to place and 
test this jumper. . . . ' I  (TR 3183) Staff finds witnesses McMahon's 
and Riolo's arguments for a l o w e r  time persuasive, although 9 and 
11 minutes, respectively, seem to be on the low side for the 
described activity. On balance, staff believes that providing for 
approximately 13 minutes for this function is a reasonable 
compromise. Staff a l s o  believes that there is insufficient record 
evidence to recommend a probability other that BellSouth's proposed 

- 4 4 9  - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: A P R I L  6 ,  2 0 0 1  

85 percent. Therefore, staff recommends that Bellsouth’s 
probability remain at 85 percent and that BellSouth’s work time be 
reduced by 20 percent. This results in a work time of 13.6 
minutes. 

The nex t  work group staff addresses is t h e  W E  Center or UNEC. 
BellSouth’s proposed total work time for the UNEC is 1.4212 hours 
or 85.272 minutes, including 10.175 minutes for provisioning 
variables. 

UNEC Provisioning Variables include: status/info (55 percent 
of orders at 2.4 minutes), escalations (12 percent of orders at 7.2 
minutes), assist calls (6 percent of orders at 15.6 minutes), and 
jeopardy (25 percent of orders at 1.8 minutes) ; these activities 
are handled by the UNE Center .  After t h e  probabilities are applied, 
t h e  total time is 3.57 minutes. The 3.57 minutes is included three 
separate times in the work times for the UNE Center: t w i c e  as 3.57 
minutes 1 0 0  percent of the time and once as 3.57 minutes 85 percent 
of the time, for a total of 10.175 minutes. Although it is not 
entirely clear to staff what these activities are (this part of the 
cost study was not in the original filing; it was only filed August 
16, 2 0 0 0  on CD ROM),  it appears that some of these variables have 
to do more with potential problems in BellSouth’s w o r k  groups, and 
are not dependent upon whether an ALEC order is completely correct. 
The only exception is ”status/info” which appears to refer to ALEC 
calls into the UNE Center. Staff believes that there is 
insufficient record evidence to show that BellSouth should recoup 
these costs from t h e  ALECs, especially since most of these 
functions appear to occur because of difficulties within BellSouth. 
Therefore, staff recommends t h a t  t h e  w o r k  times and probabilities 
f o r  these provisioning variables be eliminated. 

a 

Other functions performed by the UNEC in BellSouth’s cost 
study include such items as pulling order information and assigning 
to work groups (8 minutes)., verifying and ensuring accuracy of 
design ( 3  minutes), creating cut sheets to verify reuse of the 
facility ( 4  minutes), ensuring dispatch (5 minutes), performing 
manual order coordination when service is converted on existing 
facilities (20 minutes), and contacting the customer and completing 
the order (10.8 minutes) - BellSouth’s proposed total work time for 
the UNEC, after applying its probabilities and excluding 
provisioning variables, is 75.097 minutes. 
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As shown on Table 8d-5, under BellSouth's Probability column, 
there are three columns all titled "Reuse." Staff was unable to 
find definitions for these three columns and a description of how 
they are applied in the spreadsheet o the r  than the formulas in t h e  
spreadsheet. This makes it difficult to understand what BellSouth 
does in this spreadsheet. What they represent is important to an 
understanding of BellSouth's methodology because while most UNEC 
activities are multiplied by the first column, some are not. For 
t he  ADSL loop, BellSouth's use of probabilities from the different 
columns does result in a smaller work time f o r  the UNEC than simply 
using the f i r s t  columns, although that does little to mitigate 
staff's concern over the lack of documentation. 

Data ALECs witness Riolo devotes considerable rebuttal to the 
UNEC. He a s s e r t s  that the UNEC cost for testing ADSL loops is 
"overstated." (TR 2685) Witness Riolo also takes issue with 
BellSouth's testing; he asserts that BellSouth erred when including 
time for two remote tests at 27 minutes each. (TR 2685) BellSouth 
witness Greer asserts that the UNEC "perform[s] functions critical 
to provisioning xDSL loops." (TR 1703) He states that the UNEC's 
"major function is to perform frame continuity and due date 
coordination and testing." (TR 1703) BellSouth witness Caldwell 
states that t h e  UNEC "is coordinating one test, but for two 
locations, one inside the  central office and one in the field. 
Thus, in actuality there is one test that takes 54 minutes (2x27) .', 
(TR 1209-1210) One t e s t  or two, 54 minutes appears to staff to be 
excessive. In his deposition BellSouth SME Ennis was asked why the 
test takes "that long?" (EXH 9 7 ,  p .  62)  He responded: 

Itfs 16.8 minutes to test a circuit. The reason it takes 
t h a t  long is because the technician has to p u l l  up 
documentation that t e l l s  him the information that he 
needs in order to remotely access the test point. Once 
he has the information, he has to get i n t o  the test 
point, which is a process that takes so long. . . . You 
have to understand that any given circuit could possibly 
be tested more quickly or it could take quite a bit 
longer, so 16 minutes is a good average. (EXH 97, p. 62) 

SME Ennis did not think that "two minutes [for the test] would 
be accurate, because it takes longer than that just to find the 
information for the test point to actually get i n t o  the SARC system 
and access the test point." (EXH 97 ,  p. 63) When asked about the 
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remaining t e n  minutes (16.8 plus 10 minutes equals 27 minutes per  
test for each of two tests for a total of 54 minutes), he replied, 

That's for t h e  coordination. The UNE Center is 
responsible for ensuring that the wiring in the Central 
Office is complete and, of course, there's time there for 
- -  there is other time there for  ensuring the  dispatch. 
But this particular coordination is for the Central 
Office. If there is any - -  the UNE Center will, when 
they do their test, they will ensure that t h e  wiring has 
been completed, do all the  escalations that they have to, 
and they will ensure that a technician is available for 
them in case they need to do any testing with the Central 
Office. So it is coordination of people 
that they need them. (EXH 97, p .  63) 

BellSouth witness Milner states t h a t  the 
responsible for coordinating t h e  conversion 
service from BellSouth to an ALEC." ( TR 
includes : 

at 

0 Ensuring that the service as ordered 
correct. 

e 

in the places 

UNEC 'is t h e  center 
of an end user's 
1974) Coordination 

by the ALEC is 

0 Verifying the conversion time with the  ALEC. 
0 Ensuring that BellSouth's central office and field 

forces are able to perform the conversion at t h e  
time ordered by the  ALEC. 
Performing pre-service testing to ensure that 
dialtone is received from the ALEC. 
Ensuring that wiring is completed by BellSouth's 
central office personnel. 
Coordinating the start of the conversion with the 
central office and field personnel. 
Testing with central office or field personnel to 
ensure that the conversion is complete. 
Performing any cooperative acceptance testing with 
the ALEC . 
Providing t h e  completion notification to the ALEC 
that the conversion is complete for any number 
porting activities, which are required of the ALEC. 
(TR 1974-1975) 

Witness Rioh proposes 5 minutes 
the central office frame. (TR 2691 

"additional time for a test" 
) AT&T/WorldCom witness King 
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eliminates all UNEC activity because he considers it to be an 
intermediate work group that is not in BellSouth's retail process 
and it "creates excessive barrier t o  entry." (EXH 135, JAK-3, p .  
187) As stated earlier, staff disagrees with witness King's 
contention that a work group not in BellSouth's own process should 
necessarily be eliminated from a UNE process. Staff is not 
persuaded by witness King that the UNEC creates an "excessive 
barrier to ent ry"  by itself. 

It is not clear from BellSouth's description whether or not 
these activities are performed manually or electronically, although 
these appear to be manual activities based on the description and 
length of time required to complete the  activities. Staff believes 
that in a forward-looking environment many of these activities 
would not need to be performed manually. Staff does not believe, 
for example, that pulling order information and assigning to work 
groups should always be done manually in a forward-looking 
environment. Certainly, taking almost 11 minutes to contact the 
customer and complete the  order seems excessive in a computer, 
voicemail, email, and fax environment. It appears to staff as if 
BellSouth's UNEC activities include more manual effort and 
coordination than would be appropriate in a forward-looking 
environment. 

BellSouth's proposed time of 85 .272  minutes inclu6es the 
provisioning variables, which staff recommends eliminating, leaving 
a total time of approximately 75.097 minutes. In evaluating the 
record, overall s t a f f  finds witness Riolo's arguments with respect 
to the UNEC to be persuasive; however, staff believes witness 
Riolo's 5 minutes (for testing) to be insufficient. Based on the 
evidence, staff believes a more reasonable time in a forward- 
looking environment would be approximately 40 minutes or about 53.3 
percent of BellSouth's total time, rounded up to 55 percent. This 
reduces BellSouth's work time by 45 percent, resulting in a new 
work time of 41.3034 minutes. S t a f f  believes t h a t  there is 
insufficient record evidence t o  recommend probabilities other than 
those proposed by BellSouth. Therefore, staff recommends t h a t  
BellSouth's proposed probabilities be left intact. Therefore, staff 
recommends t h a t  fo r  the UNEC, its Provisioning Variables' work 
times be eliminated and its other work times be reduced by 4 5  
percent, with t h e  probabilities remaining as BellSouth proposed. 

SSI&M, the second major work group in the Connect and T e s t  
category, is responsible for 1.971 hours or 118.26 minutes. SSI&M 
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personnel perform fieldwork. Activities other than trouble 
resolution (45 minutes 30 percent of the time at the crossbox, and 
56 minutes 21 percent of the time at the premises), have a 
probability of’100 percent because BellSouth assumes 100 percent 
dispatch for xDSL loops. BellSouth‘s cost study allows 16 minutes 
for f i e l d  personnel to place/remove a cross-connect at the 
crossbox, 15 minutes to check continuity and dial tone, 23 minutes 
to test from N I D  and tag loop, and 19 minutes to complete t he  
order .  

Data ALECs witnesses Riolo and Murray both assert that these 
activities are already included in BellSouth’s recurring cost 
studies. Further, witness Riolo contends that xDSL loops do not 
require 100 percent dispatch ”under any reasonable set of 
assumptions.” (TR 2688) Staff notes that the argument that the 
costs of BellSouth’s nonrecurring activities are already recovered 
in recurring costs is covered earlier in this analysis. Witness 
Riolo recommends 50 minutes for 20 percent of the loops (which 
includes 5 percent “additional error correction time”), or 10 
minutes. 

AT&T/WorldCom witness King eliminates all SSI&M work times 
because he asserts that the work performed by SSI&M personnel is 
”recovered in recurring rates and captured through in-plant loading 
factors applied to recurring rates.“ (EXH 135, JAK-3, p .  188) S t a f f  
is not persuaded by witness King that no f i e l d  work is ever 
required for any ADSL loop ordered by an ALEC. 

a 
S p r i n t  witness McMahon asserts that: 

. . . Sprint can not reconcile the difference with 
BellSouth‘s allegation that it takes them almost 2 hours 
for a field technician to hook-up a 2-wire xDSL-capable 
loop. Sprint’s work times for these f i e l d  work 
activities (72 minutes) are based upon the experience of 
Sprint’s SMEs and represent the operations of an 
efficient service provider- (EXH 75, p .  24)  

Staff notes that witness McMahon appears to be referring to 
Sprint‘s cost study, which was withdrawn from this proceeding. 

BellSouth’s xDSL cost study assumptions include 100 percent 
dispatch. Data ALECs witness Riolo argues that 100 percent is not 
necessary and proposes 20 percent, because he believes the dispatch 
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rate should not be any higher than what BellSouth experiences for 
basic loops.  (TR 2688) Staff notes that BellSouth's dispatch rate 
for the SLl loop in i t s  original study was 20 percent; BellSouth 
increased it to 3 8  percent in its revised study. Staff agrees 
that 100 percent dispatch may not always be necessary; however, it 
is not clear. to s t a f f  from the record evidence exactly how 
frequently dispatch is required. S t a f f  also believes BellSouth's 
work times are overstated based on the record. Data ALECs witness 
Riolo believes that when these activities are performed 50 minutes 
is an appropriate time. Fifty minutes at a dispatch rate of 20 
percent equates to 10 minutes; however, 50 minutes at BellSouth's 
revised dispatch rate of 38 percent equates to 19 minutes. Sprint 
witness McMahon believes 72 minutes or 60.9 percent of BellSouth's 
time to be appropriate when the activities are performed. Staff 
believes that a conservative and reasonable approach is to accept 
witness McMahon's estimate of 72 minutes or 60.9 percent of 
BellSouth's total proposed time, rounding up to 6 5  percent. This 
results in a reduction of 35 percent t o  BellSouth's SSI&M work 
times, for a total SSI&M work time of 76.869 minutes. This 
compares to 118.26 minutes proposed by BellSouth and 10 minutes 
proposed by witness Riolo based on a basic loop dispatch rate of 2 0  
percent .  S t a f f  suspects that 100 percent dispatch is not always 
necessary; however, staff believes that there is insufficient 
evidence to recommend a particular dispatch rate. Therefore staff 
recommends that BellSouth's SSI&M work times be reduced by 35 
percent and that the probability percentages remain unchanged. 

BellSouth's Travel category is the l a s t  one to be considered. 
BellSouth's travel time is 20 minutes 100 percent of the time. 
BellSouth's cost study describes travel time as: SSI&M - dispatched 
to crossbox. (EXH 95, FL-xdsl.xls, p.17) Data ALECs witness Riolo 
asserted that BellSouth double counted travel time by including it 
in the other SSI&M time and as a separate item. (TR 2688) 
BellSouth witness Caldwell responded that travel time is not 
included in the other SSI&M time. She asserts that "travel time 
must be included,'' "[Blecause the technician is not magically 
transported to the work location. . . . "  (TR 1211) In response to 
witness Riolo, she explains t h a t  the time "contained i n  the 
equation in the input file reflects the time requi red  for the 
technician to receive and analyze the service request, not for 
travel. ' I  (TR 1211) AT&T/WorldCom witness King eliminates travel 
time because he asserts that it is recovered in the recurring rate. 
(EXH 135, JAK-3, p .  192) Sprint witness McMahon believes, on the 

- 4 5 5  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6, 2 0 0 1  

other hand, t h a t  BellSouth's travel time appears "reasonable." (TR 
3181) 

Staff disagrees with witness King. Staff believes t h a t  if an 
I L E C  is required to dispatch a technician, then some measure of 
travel time should be included because par t  of the activity must 
include getting to the work location, as noted by witness Caldwell. 
Although s t a f f  is not entirely convinced that BellSouth's proposed 
time is reasonable, staff is persuaded by Sprint witness McMahon's 
endorsement. Since the probability of travel time is dependent on 
t he  dispatch rate, staff recommends that BellSouth's 100 percent 
probability be left as proposed. Therefore, staff recommends that 
BellSouth's proposed time and probability f o r  its Travel category 
not be adjusted but remain as BellSouth proposed. 

STAFF ANALYSIS - ADDITIONAL INSTALLATION AND FIRST & ADDITIONAL 
DISCONNECT 

BellSouth's cost studies include w o r k  activities and work 
times for the first installation, and each additional installation, 
as well as for the first disconnect and each additional disconnect. 

As can be seen in staff's earlier analysis of the ADSL loop, 
specifically for the AFIG, CPG, and Central Office Forces work 
groups, AT&T/WorldCom witness King does make adjustments to 
BellSouth's proposed work times and probabilities f o r  the 
additional installation, and the first and additional disconnects. 
H o w e v e r ,  staff is not persuaded by his explanations for these 
adjustments. 

with regards to disconnect activities, Sprint witness McMahon 
asserts that 

For xDSL-capable loops, which Sprint considers to be any 
standard voice-grade all-copper loop (less than 18 , 0 0 0  
feet in length and free of inhibitors) the only costs 
involved w i t h  disconnecting service would be a few 
minutes for a technician to remove the MDF jumper w i r e s .  
sprint does not believe that BellSouth needs to or should 
send technicians to the cross connect boxes (SAI's) or 
serving terminals to perform any activities due to the 
industry-wide "cut-through'' practice ment-ioned in the 
sub j ec t testimony . 
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The removal of jumpers in the central office is normally 
accounted for as a rearrangement and change maintenance 
expense. Generally, maintenance costs as such are 
recovered through the monthly recurring ra tes ,  unless 
adjustments are made in the Annual Charge Factor to 
offset these projected NRCs. (EXH 75,  p .  25)  

O n  t h e i r  face, witness McMahon’s assertions appear reasonable; 
however, s t a f f  believes that overall there is a paucity of evidence 
for activities other than for the first installation. 

Therefore, staff believes t h a t  t he  appropriate way to address 
witness King’s and witness McMahon’s proposals and concerns, as 
well as the lack of record evidence, is through staff’s recommended 
adjustments to BellSouth’s work times, described earlier in this 
issue. Staff believes this is a reasonable, y e t  conservative 
approach. Therefore, s t a f f  recommends that its recommendations on 
specific activities apply whether t h e  activities are for a first or 
additional installation or a first and additional disconnect. For 
example, staff‘s recommendation on the  Local Carrier Service Center 
(LCSC) applies any time the LCSC is included in a cost. study, 
whether it is the first or additional installation or disconnect. 

SUMMARY 

In summary, staff recommends that certain times be eliminated 
and others reduced. Table 8d-8 on the following page provides 
staff’s recommendation. 
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C a t e g o r y  Staff's Recommended Adjustments 

I 
11 LCSC I Reduce work times by 7 5 %  

CRSG Incremental Time Eliminate w o r k  times 

CRSG Reduce w o r k  times by 55% 

SAC 

AFIG 

CPG 

I ICO I&M I Reduce work time by 20% II 

Reduce w o r k  times by 50% 

Reduce work times by 50% 

Reduce work times by 50% 

11 S S I & M  I Reduce work times by 35% ------11 

UNEC Provisioning Variables 

UNEC 

WMC 

Eliminate w o r k  times 

Reduce w o r k  times by 45% 

Reduce work times by 65% 

As a point of reference, staff  notes that nonrecurring cost 
study issues have been considered in contracts arbitrated by this 
Commission. F o r  example, in Order N o .  PSC-98-0604-FOF-TP, issued 
April 29, 1998 (the 1998 proceeding), the Commission excluded the  
Local Carrier Service Center (LCSC)  costs from cost recovery in 
that proceeding : 

Travel 

We recognize that OSS costs, manual and electronic, may 
be recoverable costs incurred by BellSouth. We did no t ,  
however, contemplate in Order PSC-96-1579-FOF-TP [issued 
earlier in the same proceeding] t h a t  BellSouth would file 
cost studies including OSS c o s t s  in these proceedings 
o the r  than for its legacy systems. We stated in Order 
PSC-98-0123-PCO-TP that, as it p e r t a i n s  t o  O S S s ,  only 
testimony regarding BellSouth's proposal to recover costs 

No adjustment 
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associated with its legacy systems shall be retained in 
the record for  these proceedings. 

Upon consideration, we find that BellSouth's LCSC costs 
a re  a component of its OSSs and therefore they must be 
excluded from recovery in these proceedings. Indeed, all 
ordering charges, manual or electronic, shall be excluded 
from the non-recurring rates in these proceedings. ( O r d e r  
NO. PSC-98-0604-FOF-TP, p .  165) 

staff's recommendation in this proceeding is to include the 
LCSC work group, but to adjust downward BellSouth's proposed work 
times, based on the record evidence. The 1998 proceeding excluded 
LCSC costs from recovery based upon a prior Commission order in the 
same proceeding. Additionally, in this proceeding, BellSouth 
offers loops with loop makeup (which includes Service Inquiry) and 
without loop makeup (which excludes Service Inquiry). Therefore, 
s t a f f  does not believe its recommendation in this proceeding is 
inconsistent with t h e  1998 proceeding. 

The Commission a l so  addressed nonrecurring work times in its 
same order three years ago: 

As we earlier observe, the assumptions of BellSouth and 
AT&T/MCI concerning work functions and work times 
represent the spectrum boundaries for task work times 
involved in provisioning the loops here in question. We 
charac te r ize  AT&T/MCI ' s view as representing the "best 
case" scenario, the most automated, least cost 
provisioning. We do not believe that AT&T/MCI s view, 
which is optimistic, captures all of t h e  manual 
intervention that is actually required to provision W S .  
For example, according to witness Lynott, AT&T/MCI 
assumes that the time required to make a cross connect at 
the cross box, test the circuit with the central office 
at the premise and F D I  [feeder distribution interface], 
tag t h e  circuit, and complete the order only takes j u s t  
over 30 minutes for 2-wire loop distribution and only 
about 25 minutes for 4-wire HDSL compatible loops. (Order 
NO. PSC-98-0604-FOF-TP, pp. 9 5 - 9 6 )  

BY t h e  same token, BellSouth's view represents a "worst 
case" scenario. For example, witness Landry testifies 
that t h e  time required for that same process takes about 
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one hour and 35 minutes for 2-wire loop distribution and 
about 2 hours and 40 minutes for 4-wire HDSL compatible 
loops. In other examples, witness Landry testifies that 
BellSouth assumes 100 per cent dispatch to connect for 
a l l  loops and that all xDSL loops are new. (Order No. 
PSC-98-0604-FOF-TP, p .  96) 

We again find it appropriate to apply our judgment to 
reasonably resolve the disparities in the parties' 
positions. Thus, we shall reduce BellSouth's work time 
proposals by 25 percent of the difference between t h e m  
and AT&T/MCI's proposals. BellSouth has its technicians 
in the field every day actually installing, repairing and 
maintaining service, and presumably has, for that reason, 
the better information with respect to the associated 
work times. We find, however, that BellSouth's proposed 
incidental travel time is acceptable without adjustment. 
(Order No. PSC-98-0604-FOF-TPr p. 96) 

Staff notes that its recommendations in this proceeding 

recommended adjustments to BellSouth's work times in this 
proceeding are based on the evidence in this record; evidence that 
s t a f f  believes firmly supports adjustments different from the 
adjustments in the 1998 proceeding. 

generally differ from the Commission's 1998 O r d e r .  Staff s 

BELLSOUTH'S CCS7 SIGNALING TRANSPORT NONRECURRING COST STUDY AND 
ALEC REBUTTAL 

BellSouth witness Caldwell lists an Excel spreadsheet f i l e  for 
Element # E.3, CCS7 Signaling Transport, ccs7 f1.xls (EXH 95, 
Section 6, p .  7 )  For this element BellSouth proposes nonrecurring 
rates for two sub elements: CCS7 Signaling Connection, P e r  56 Kbps 
Facility and CCS7 Signaling Point Code, Establishment or Change, 
per STP affected. (EXH 92, Corrected Revised AJV-1, p .  6) 

AT&T/WorldCom witness King also proposes installation and 
disconnect nonrecurring rates for these two elements. (EXH 135, 
JAK-1, p .  12) Where BellSouth proposes $71.08 for installation and 
$32.88 for disconnect of CCS7 Signaling Connection, Per 56 Kbps 
Facility, AT&T/WorldCom proposes a nonrecurring installation charge 
of $17.87 and a disconnect rate of $14.31. (EXH 92, Corrected 
Revised AJV-1, p. 6; EXH 135, JAK-1, p. 12) For CCS7 Signaling 
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Point Code, Establishment or Change, per STP affected, 
AT&T/WorldCom’s proposed nonrecurring installation rate is $5.59 
while the disconnect rate is $6.85, compared to BellSouth’s rates 
of $58.04 and $71.16, respectively. (EXH 92, Corrected Revised 
AJV-1, p. 6 ;  EXH 135, JAK-1, p .  12) 

BellSouth‘s Excel file for this element is not on t he  non- 
proprietary CD ROM that BellSouth filed; however, witness King, in 
his exhibit, does include his revisions to this f i l e .  BellSouth’s 
proposals includes work times f o r  the Engineering and Connect & 
Test categories; however, BellSouth does not  provide the names of 
the work groups (e.g., AFIG, SSI&M). (EXH 96, ccs7 fl.xls, pp. 14- 
15; EXH 135, J A K - 3 ,  p .  7) BellSouth does provide job  function 
codes, however, staff believes that there is insufficient record 
evidence that a particular job code always matches up with a 
particular work group. 

Witness King’s proposal is for -019 hour in Engineering time 
(EXH 135, JAK-3, and a total time in Connect & Test of .4913 hour. 

p .  7 )  

There is a paucity of record evidence on this element, other 
than witness King‘s proposed work time adjustments. Lacking 
insufficient evidence for analysis, staff believes that the most 
appropriate recommendation is that staff’s recommended adjustments 
f o r  the WSL loop‘s work groups apply if those work groups are used 
in this element. If there are additional work groups that staff 
has not already addressed or it is not possible to determine which 
work groups are included, then staff recommends that i t s  
adjustments for a l l  other work groups, as described below, be 
applied. 

BELLSOUTH’S INTEROFFICE TRANSPORT - DSO NONRECURRING STUDY AND 
ALEC REBUTTAL 

BellSouth’s nonrecurring cos t  study for Interoffice Transport 
- DSO is available in a public spreadsheet. Unlike the ADSL 
nonrecurring cost study which provided brief descriptions of t he  
nonrecurring activities involved, this spreadsheet, shown on the 
following page as Table 8d-9, does not provide detailed information 
on the work activities performed. H o w e v e r ,  unlike t h e  CCS7 
Signaling Transport cost study, it does provide the work groups 
(e.g., UNEC) in addition to the cost categories ( e . g . ,  
Engineering) . 
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Description 

Connect & Test 

Engineering 

Connect & Test 

Engineering 

A T & T / W o r l d C o m  witness K i n g ' s  proposed work activities, w o r k  
times, and assumptions for this r a t e  element are shown in Table 8d- 
10. 

Table Ed-9  - BellSouth's Nonrecurring Cost Study for Interoffice Transport - DSO 

First Add'l 

- 0 6 0 0  -0600 

.1900 0 

- 2 5 0 0  - 0 5 0 0  

. 0 3 3 3  0 

- Time in H o u r s  

Installation Disconnect 

Connect & Test 

Work Group 

Access Customer Advocate 
Center (UNEC) 

Circuit Provisioning Group 
(CPG) 

Work Management Center 
( WMC) 

Network Planning & 
Engineering (PICS) 

(NTEL) * 

1.0600 1.0600 Access Customer Advocate 
Center (UNEC) 

Source: EXH 95, bsio-dsO.xls, 

I .4160 I Connect & Test 

First 

.lBOO 

- 1280 

0 

0 

- 3 3 3 0  

. .- 

0 

Add'  1 

.1800 

0 

0 

0 

.0830 

0 

*Although BellSouth did not provide a definition in this spreadsheet, staff 
believes that it is likely that this means Central Office Installation 
Maintenance Circuit and Facilities. Staff is unsure what "NTEL" means. 

Table 8d-10 on t h e  following page provides AT&T/WorldCom 
witness King's proposal. 
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Work Group 

Access Customer Advocate 
Center (UNEC ) 

Circuit Provisioning Group 

Work Management Center 

Network Planning & 

(CPG) 

( W M C )  

Engineering ( P I C S )  

CO Install & MTCE CKT & FAC 
(NTEL) 

Access Customer Advocate 
Center (UNEC) 

Disconnect Installation 

Description First A d d ’ l  

Connect & Test 0 0 

Engineering .0190 0 

Connect & Test 0 0 

Engineering -0033 0 

Connect & Test - 3 8 3 3  - 3 0 0 0  

Connect & Test 0 0 

First 

0 

0 

0 

.2500 

0 

Add’ 1 

0 

0 

0 

0 

.1667 

0 

Again there is virtually no discussion or supporting evidence 
f o r  t h i s  element; however, the names of t h e  work groups are 
provided. Absent any o the r  basis ,  s t a f f  believes tha t  the most 
reasonable recommendation is  t h a t  s t a f f ‘ s  recommended adjustments  
f o r  the ADSL loop‘s work groups apply when those work groups are 
used in this element. F o r  the additional work groups t h a t  s t a f f  
has not already addressed, t hen  staff recommends t h a t  its 
adjustments fo r  all o t h e r  work groups,  as described below be 
applied. 

REMAINING NONRECURRING WORK GROUPS & RATE ELEMENTS 

There was little record evidence for t h e  CCS7 Signaling and 
I n t e r o f f i c e  Transport - DSO rate elements. I n  researching o t h e r  
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elements, staff found that BellSouth provided the most cost study 
information for loops, e + . ,  detailing what a particular work 
group‘s responsibility is. However, as can be seen with CCS7 
Signaling, f o r  some elements it is not even clear what w o r k  groups 
are involved. 

staff has struggled with how best to make recommendations f o r  
any other  work groups involved and for the remainder of the 
elements. On balance, staff believes that BellSouth has flaws in 
its study that overstate its work times. At t he  same time, there is 
very limited record evidence addressing required work activities 
and times f o r  elements other than the ADSL loop (and to some 
extent, other loops) - Staff believes that there are two 
alternatives. The first alternative leaves in place BellSouth‘s 
proposed work activities and times for other work groups that were 
not specifically analyzed because of a lack of record evidence. The 
second alternative is based on staff’s belief that it is possible 
to extrapolate from the record in order to develop an adjustment to 
the remainder of BellSouth’s work groups and elements. After much 
deliberation, staff believes that the most appropriate course is to 
recommend adjustments to BellSouth‘s other work groups and times as 
well as other elements because staff believes that if the work 
times are overstated f o r  some groups, it is extremely likely that 
work times are overstated for groups not examined. 

Based on staff’s examination of the record evidence f o r  the 
ADSL loop, staff believes that the most reasonable extrapolation 
involves a simple average of its recommended adjustments to work 
times f o r  the ADSL loop. This method takes into account staff’s 
recommended adjustments of 20 percent f o r  CO I & M  and 75 percent for 
the LCSC. S t a f f  believes that the work times of those work 
groups/functions that staff recommended should be eliminated 
entirely should be excluded f r o m  this calculation because staff 
does not believe there is sufficient record evidence to include an 
elimination of a work time. Likewise, staff believes that the 
Travel category should be excluded from this calculation because 
staff does not believe that there is sufficient record evidence to 
include an unadjusted w o r k  time. Table 8d-11 shows staff’s 
recommended adjustments. Staff s recommended adjustments average 
49.4 percent, conservatively rounded down to 45 percent. 
Therefore, staff recommends that the work time for any other work 
group not explicitly listed in this recommendation be reduced by 45 
percent. 
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Category Staff’s Recommended Adjustments 

CRSG Reduce work times by 55% 

I 
11 LCSC 

SAC Reduce w o r k  times by 5 0 %  

1 Reduce w o r k  times by 75% 

1 AFIG Reduce work times by 50% 

 reduce work times by 65% 

CPG 

Reduce work time by 20% 

’ Reduce work times by 35% 

UNEC 

Category 

PICS 

AFIG 

SAC 

UNEC 

WMC 

BellSouth‘s Proposed T i m e  Staff’s Proposed Time 

-29 -29 - 4 5 %  or .1595 

2 . 4  2.4 - 50% or 1.2 

6 6 - 50% or 3 

27.84 (27 - 84 - 7.14 (Provisioning 
variable of 3.57 applied 
twice) ) - 45% or 11.385 

CO I & M  

TOTAL 

SSI&M 

120.79 7 0 . 5 8 6  

Reduce work t i m e s  by 508; 

Reduce work times by 45% 

Travel 7.6 7.6 

All o the r  work groups ]Reduce work times by 45% 

In order to illustrate staff’s proposal to reduce t he  work 
times in w o r k  groups not specifically addressed, staff shows the 
effects of i t s  recommendations on t h e  first installation of t w o  
o t h e r  loops,  the  SL1 and SL2 ,  in Tables 8d-12 and 8d-13 below. 

115 1 1 5  - 65% or 5.25 

11 CO I & M  112.75 112.75 - 20% or 10.2 

11 SSI&M 148.91 148.91 - 35% o r  31.7915 
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Table ad-13 - E f f e c t  of Staff's Recommendation on the F i r s t  Installation of the 
S L ~  Loop (time in 

Category 

WMC 

CO I&M 

S S I & M  

Travel 

TOTAL 
Source: EXH 9 5 ,  FL 

minutes) 
~~ ~~ 

~ BellSouth's Proposed Time 

~ 4.95 

. 2 9  

2 - 4  

6 

101.73 

15 

17 

120 -71 

2 0  

2 9 6 . 0 8  

- ~ W . X ~ S ,  pp- 3, 5, 6-9 

SUMMARY 

Staff ' s Proposed Time 

4 . 9 5  - 50% or 2.475 

. 2 9  - 4 5 %  or .1595 

2 . 4  - 50% Or 1.2 

6 - 50% or 3 

(101.73 - 10.175 (Provisioning 
variable of 3.57 applied three 
times at different 
probabilities)) - 45% or 
50.3553 

15 - 6 5 %  or 5 . 2 5  

17 - 2 0 %  or 13.6 

1 2 8 . 7 1  - 3 5 %  or 83 -6615 

20 

179.7013 

In summary, s t a f f  recommends t h a t  BellSouth's w o r k  t i m e s  be 
adjus ted  as shown in Table 8d-13 on t he  following page. 
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Category Staff's Recommended Adjustments for 
BellSouth's Installation and Disconnect 
Work Groups and Work Times 

CRSG Incremental Time Eliminate work times 

CRSG Reduce w o r k  times by 55% 

LCSC Reduce work times by 7 5 %  

SAC Reduce w o r k  times by 5 0 %  

AFIG Reduce w o r k  times by 50% 

CPG Reduce work times by 50% 
I 

UNEC Provisioning Variables 

1 UNEC 

WMC 

CO I&M 

SSI&M 

I 

11 Travel I No Adjustment 

Eliminate work times 

Reduce work times by 45% 

Reduce w o r k  times by 65% 

Reduce work time by 20% 

Reduce w o r k  times by 35% 

All other work groups 
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ISSUE 8 :  What are the appropriate assumptions and inputs for the 
following items to be used in the forward-looking non-recurring UNE 
cost studies? 

(e) mix of manual versus electronic activities; 

RECOMMENDATION: The appropriate assumptions and inputs to be used 
in the forward-looking non-recurring UNE studies for determining 
OSS design and the m i x  of manual versus electronic activities are 
those set forth by BellSouth. ( W a t t s )  

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking nonrecurring costs are 
t hose  set f o r t h  i n  the cost studies filed by BellSouth on August 
16, 2000, and as supported by t he  testimony of BellSouth's 
witnesses. 

DATA ALECS: A forward looking network includes fully automated 
operation support systems. Where BellSouth now penalizes 
competitors by forcing them to use expensive, manual processes, 
those processes should be automatic and costs should be set on a 
forward-looking basis to reflect that automation. 

FCCA ALECS: See Issue 8 (b) . 
SPRINT: The forward-looking, non-recurring UNE cost studies should 
reflect as closely as possible the actual cos ts  incurred in 
performing the required activity, including t h e  amount of time 
required by an efficient provider to complete the activity and the 
cost to perform that activity, using most current loaded labor 
rates. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS : Issues 8 ( b )  and (e) involve the appropriate 
assumptions and inputs to be used in the forward-looking 
nonrecurring UNE cost studies for OSS design and t h e  mix of manual 
versus electronic activities. Most parties providing testimony on 
these issues combined the issues; therefore, staff has found it 
appropriate to set forth a combined recommendation. 
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BELLSOUTH'S ASSUMPTIONS AND INPUTS 

BellSouth witness Caldwell explains how projections are 
obtained. "Each analyst is responsible for obtaining estimates of 
the activities required to provision the element under study. 
BellSouth personnel familiar with the provisioning process identify 
the work groups involved and the amount of time it takes to 
complete the necessary tasks." (TR 99) 

Witness Caldwell states that BellSouth developed interfaces  
that allow ALECs access to BellSouth's existing legacy systems, as 
directed by the FCC. She quotes from y523  of the FCC's First 
Report and O r d e r  in CC Docket No. 96-98  (FCC 9 6 - 3 2 5 ) ,  "We thus 
conclude that an incumbent LEC must provide nondiscriminatory 
access to their operations support systems functions for pre- 
ordering, ordering, provisioning, maintenance and repair, and 
billing available to the LEC itself." (TR 130) 

Witness Caldwell s t a t e s  that BellSouth provides ALECs access 
via mechanized interfaces to certain operational support systems 
( O S % ) .  She describes the interactive pre-ordering activities and 
states that ALECs are allowed to access BellSouth's internal 
network legacy systems with a single log-on. The ALEC is then 
authorized to access the electronic interfaces to perform 
interactive pre-ordering and ordering functions. BellSouth a lso  
provides ALECs the option of submitting LSRs manually. LSRs not 
submitted through a BellSouth electronic interface will be 
considered a manual LSR.  A service representative in the Local 
Carrier Service Center (LCSC) manually enters the LSR information 
into BellSouth's legacy service order systems. Once the Firm Order 
Confirmation ( "FOC" ) status is returned from the systems, this 
notification is faxed back to the ALEC. A s  required by a previous 
commission order, BellSouth does not seek (in this docket) to 
recover t h e  cost for developing interfaces or the ongoing costs 
associated with interfaces utilized by the ALECs in Florida. (TR 
131) 

BellSouth does reflect the labor costs associated with the 
tasks required to fill an order. Two cost elements encompass these 
costs: Electronic Service Order per  local service request, and 
Manual Service Order per local service request. The Electronic 
Service Order  costs were developed based upon projected fall-out 
rates for orders placed electronically and include fall-out 
generated by ALEC errors and "by design. " Experts familiar with 
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ALEC order processing provided the distribution of the different 
types of UNE orders ,  e . g . ,  individual unbundled network elements, 
combinations, and complex orders, the time required to handle the  
different types of orders, and the amount of fall-out that occurs 
for electronic orders. (TR 131-132) 

B 

BellSouth's study makes the assumption that 7% of both basic 
and complex orders will f a l l  out of the system due to the manner in 
which the system is designed; it assumes that fallout due to CLEC 
errors will be at a rate of 3% of basic orders and 50% for complex 
orders. (EXH 95, Section 6 ,  p .  88) In discussing fallout 
assumptions, BellSouth witness Pate testified that he reviewed the 
data and provided "input on what the fallout has been and a 
projection going forward." (EXH 103, p. 91) 

Witness Pate explains that another error may occur due to 
errors resulting from ALEC input. These orders must f i r s t  be 
processed by the LCSC because the mechanized system has not been 
programmed to return the error automatically to the ALEC that 
submitted the order. The system does not automatically return t h e  
order due to the possibility that the error may have been caused by 
BellSouth's systems. Consequently, a representative in the  LCSC 
must review the transaction in order to make that determination. 
If the representative finds that t h e  error is the result of the 
ALEC inputf it is returned to t h e  ALEC f o r  correction. If the 
error is the result of BellSouth's systems, t he  representative in 
the LCSC will make the necessary input to correct the request. (TR 
1625-1626) 

Witness Pate testifies that based on a three-month period (May 
through July 2 0 0 0 ) ,  BellSouth's data reflects ALEC errors in a 
range of 8.3% to 15.1% of Non LNP UNE validated LSRs. Validated 
LSRs are mechanically submitted LSRs after removing the number of 
L S R s  that fall out by design for manual processing, in addition to 
the  LSRs where the system has generated an error message and 
automatically sent the LSR back to the ALEC for correction. (TR 
1626) 

ALEC REBUTTAL OF BELLSOUTH'S ASSUMPTIONS AND INPUTS 

AT&T/WorldCom witness King agrees that fallout assumptions in 
the cost study drive nonrecurring costs. (TR 2415) H e  expounds as 
follows: 
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Manual human intervention causes the cost .  To the extent 
that a particular work group is involved in any 
particular provisioning activity at the request of t h e  
ALEC, there is a variable called fallout that determines 
whether something should be mechanically or 
electronically managed by operational support systems in 
the database that support that process, and that would be 
a factor determining whether that work group would need 
to be involved in any one particular order, yes .  (TR 
2416) 

Witness King admits that fallout occurs in t h e  ordering 
process and in the downstream provisioning process. However, he 
also admits that he has assumed no fallout in his proposal ,  and 
that his \ \ z e r o  percent fallout assumption is based on the notion 
that every time a CLEC submits an order that may have an error on 
it, BellSouth's systems will be able to electronically identify 
that error, electronically resubmit the order back to t h e  CLEC, and 
have the CLEC correct that error . . . "  (TR 2417) 

When asked if he agrees that BellSouth's current systems 
cannot electronically do that, witness King admits "They probably 
cannot on every order today; correct ."  When asked if he is aware 
of any car r ie r  that has "deployed the technology that would enable 
an incumbent to identify every er ror  in every CLEC order 
electronically, " witness King responds "Well, I 'm hoping you' re 
going to be there. No. I ' m  hoping you're going to be there." (TR 
2418) 

Witness King responds to the assertion that, to his knowledge, 
the technology he assumes f o r  purposes of his OS5 fallout has not 
been deployed. He states 

I ' m  not sure how to answer that question. I don't know. 
And clarification would be, we traditionally look at 
operational support systems today as being classified as 
so-called legacy systems. They have been around for a 
l o t  of years now, have continued to go through 
enhancements. I think the cur ren t  goal is the so-called 
total network management. TNM is kind of the buzzword 
where O S S s  ultimately will be driven to t o t a l  
machinazation, the ability to communicate with any other  
piece of OSS equipment. That has been something that the 
industry has been working on over t h e  last 20 years and 
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investing a lot of money to enhance existing operational 
support systems. You have various companies such as 
Bellcore and others that are continuing to provide new 
enhancements, new operational support  systems to do the 
things that I ” m  essentially claiming should be considered 
in a forward-looking cost study. Whether BellSouth may 
or may not have implemented them today is somewhat 
irrelevant to trying to create that competitive 
environment, because if a company were to manage the 
network that is being modeled today, and I am - -  and 
BellSouth had the  capability to indeed go in and put new 
systems in, it would have every capability in which I 
have based m y  cost study adjustments against. 

SO, yes,  they are - -  or I don’t know in that I‘m not sure 
how many of these new TNM conformant OSSs are currently 
in place, but that does not mean that a legacy OSS has 
not been enhanced to have somewhat equivalent 
functionality. (TR 2419-2420) 

When asked if he could name a carrier with the functionality 
assumed in his study, witness King responds, ”100 percent, no.” (TR 
2420) 

Sprint witness McMahon states that: 

. I . an efficient provider would develop NRCs based upon 
the availability of ’fully automated‘ Operational Support 
Systems (OSS) for a CLEC to submit Local Service Requests 
(LSRs) to the Company. Other automated processes would 
include order routing, facility assignment, switch 
activation and technician dispatch. (TR 3154-3155) 

Wit ness Pate contends “BellSouth provides ALECs 
nondiscriminatory access to its OSS functions - . I through robust 
and reliable manual and electronic interfaces” and that these 
interfaces 

. . . allow ALECs to perform pre-ordering, ordering, 
provisioning, maintenance and repair, and billing for 
resale services in substantially t h e  same time and manner 
as BellSouth does fo r  itself in conformance with the 
FCC’s requirements; and, i n  t he  case of unbundled network 
elements, provide a reasonable competitor a meaningful 
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opportunity to compete which is a l s o  in compliance with 
the F C C ' s  requirements. BellSouth is not obligated to 
provide ALECs with any additional access to its O S S .  (TR 
1623) 

Witness Pate provides additional insight as to the differences 
between manual submissions and electronic submission with 
subsequent manual handling. He states that manual submission 
refers to "manual or non-electronic submission of LSRs, which can 
be accomplished by facsimile" and that this occurs with services 
ordered that require substantial manual handling and cannot be 
submitted electronically. (TR 1 6 2 3 )  He concludes "Therefore, t h e  
computer programming necessary to allow mechanical generation of 
the service order is not available." (TR 1623) Witness Pate 
further explains t h a t  "Alternatively, some ALECs may simply choose 
not to utilize BellSouth's electronic interfaces / (TR 1623) 

Electronic processing with' subsequent manual handling means 
the LSRs are able to be electronically submitted, but t h e  requested 
service orders  are designed to "fall out" for manual handling by 
the L C S C .  This type of f a l l  out occurs when requested services are 
complex or for other  specified reasons, such as a request to 
expedite the order. Once these LSRs are electronically transmitted 
to BellSouth, they a re  handled as if they had been faxed to the 
LCSC. (TR 1624) 

Witness Pate asserts that nondiscriminatory access does not 
require that all LSRs must be submitted electronically and involve 
no manual handling. He points out that many of BellSouth's retail 
services, primarily complex services, involve substantial manual 
handling for  BellSouth's own retail end user customers. Therefore, 
nondiscriminatory access to certain functions for ALECs also 
legitimately may involve manual processes for these same functions. 
He states that there is no requirement that every LSR has to be 
submitted electronically in order to provide nondiscriminatory 
access. (TR 1624) 

Coalition witness Stacy assumes an order fallout factor of 2%. 
He states that his assumption is appropriate to use as it assumes 
"nothing more than an electronic system that is functioning 
properly and efficiently." (TR 3037) 

Witness Pate refutes witness Stacy's assumption of a fallout 
ra te  of 2% of the time by stating that the assumption is "incorrect 
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and unsubstantiated." He supports the reasonableness of BellSouth's 
assumption of 7% fallout by design by citing an example from the 
BellSouth Percent Flow-through Service Requests (Detail) report. 
From May through J u l y  2000, the percent of Non LNP UNE LSRs 
submitted electronically that fell out by design ranged from 15.8% 
to 20.4%. This is based on 43,450 total mechanized LSRs submitted 
and the total manual fallout of 8,861. This provides an example, 
according to witness Pate, that shows that BellSouth's assumption 
"is m o r e  than reasonable . ' I  (TR 1625) 

The parties basically disagree as to what qualifies as a 
forward-looking OSS design or network. Witness Pate describes 
BellSouth's attempts to continually improve its systems and 
processes. He 'asserts 

BellSouth will continue to develop electronic submission 
capabilities on such factors as ALEC input through 
BellSouth's Change Control Process ('CCP'), transaction 
volume, and standards development. Additional 
capabilities are continually being assessed. (TR 1627) 

When asked whether BellSouth, over the next three years would 
be able to "autoclarify every conceivable CLEC error that would be 
on an order" (EXH 103, p .  9 2 1 ,  witness Pate responded that he did 
not believe that it is a feasible goal for BellSouth to pursue. He 
further stated, "There's t oo  many permutations, possibilities. 
It's just not feasible." (EXH 103, p.  9 3 )  

Witness Pate also points out that "nondiscriminatory access" 
does not mean that all L S R s  must be submitted electronically and 
require no manual handling. He states that "Many of BellSouth's 
retail services, primarily for complex services, involve 
substantial manual handling by BellSouth Account Teams for 
BellSouth's own retail end user customers." (TR 1624) 

Other witnesses also emphasize automation in forward looking 
O S S .  In discussing what he considers to be inefficient tasks, Data 
ALEC witness Riolo states: 

I L E C s  with forward-looking OSS have automated all of 
these activities and should not require any standard 
m a n u a l  intervention. BST also seems to have mechanized 
at least s o m e  of these tasks but, amazingly, then has 
built in a 100% manual backup to make sure, for example, 
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that the automated dispatch that should have been 
scheduled automatically was actually scheduled. I can 
only assume t h a t  BST is deliberately causing fallout 
(Le., a need for manual intervention and additional 
labor costs) for those activities merely because a 
competitor for xDSL service will use the ordered loop. 
Likewise, BST includes both time to manually contact 
customer and to manually 'complete order,' t w o  tasks that 
should accomplish t h e  same objective. BST's analysis is 
replete with such duplicative and unnecessary manual 
activities, which even a moderately efficient ILEC, and 
likely BST in i t s  own retail operations, has fully 
automated. (TR 2676-2677) 

Likewise, Data ALEC witness Murray criticizes, for example, 
BellSouth's nonrecurring cos t  analysis for DSL-capable loops by 
saying that the analysis 

appears to include numerous manual order processing tasks 
and costs. . . - Such manual intervention assumptions are 
inappropriate in a long-run, forward-looking cost study 
given t he  current advanced state of automation in the 
local exchange network and related Operations Support 
Systems ( " O S S " )  . (TR 2 5 2 9 - 2 5 3 0 )  

Witness Riolo f u r t h e r  states that "Typically, ILECs' OSS are 
fully capable of managing t h e  f l o w  of a basic order" and that 

the only manual task time required to process an order 
for an unbundled loop would be to manually sor t  out 
problems for the small percentage of cases in which the 
automated OSS cannot identify facilities and assign the 
work correct ly .  Given t h a t  the ILEC in question should 
have decent up-front order edits in place and have 
maintained reasonably accurate database records, the 

est'imate that it should be around 2% in an analysis of 
efficient, forward-looking costs. (TR 2696) 

percentage of such fallout should be very low. I 

Section 2 5 1 ( c )  ( 2 )  ( C )  of t he  Telecommunications Act of 1996, 
requires ILECs to provide interconnect ion with network elements 'at 
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least equal in quality to that provided by the local  exchange 
carrier to itself or to any subsidiary, affiliate, or any other 
party to which the carrier provides interconnection." Therefore, 
BellSouth is actually only required to provide service to ALECs at 
parity with what it provides to its own retail division. 

S t a f f  agrees with witness Pate that nondiscriminatory access 
does not mean that a l l  orders must be submitted electronically and 
require no manual handling. Witness Pate also notes that BellSouth 
must a l s o  resort to manual handling in serving i t s  own retail end 
user customers. However, staff a l so  notes, as discussed in Issue 
8 (d) , that BellSouth's evidence in this proceeding is somewhat 
vague w i t h  regards to potential improvements. 

BellSouth's competitors appear to have based their 
assumptions on a hypothetical highly automated network rather than 
"the use of t he  most efficient telecommunications technology 
currently available" as specified in FCC rule 47 C . F . R .  § 
51.505 (b) (1) . 

Therefore, staff recommends that the Commission accept 
BellSouth's proposed and inputs for assumptions and i n p u t s  t o  be 
used in the forward-looking non-recurring UNE cost studies for 
Issue 8 ( b ) ,  OSS design, and Issue 8 ( e ) ,  mix of manual versus 
electronic activities. 
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ISSUE 8: What are  the appropriate assumptions and inputs f o r  the 
following items to be used in the forward-looking non-recurring UNE 
cost  studies? 

( f )  other. 

RECOMMENDATION: All matters raised by the parties have been 
addressed in other issues. Accordingly, no action is needed with 
regard to this issue. (Marsh) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate assumptions and inputs that should be 
used in the development of forward-looking nonrecurring cos ts  are 
those set forth in the cost studies filed by BellSouth on August 
16, 2000, and as supported by the testimony of BellSouth's 
witnesses. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: No position. 

SPRINT: The forward-looking, non-recurring UNE cost studies should 
reflect as closely as possible t h e  actual costs incurred in 
performing t he  required activity, including the amount of time 
required by an efficient provider to complete the activity and the 
cost t o  perform that activity, using m o s t  current loaded labor 
rates. [Sprint took no specific position on this issue.] 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: In the testimony, some parties addressed loop make- 
up under this issue. Loop make-up will be addressed in Issue 11, 
which addresses the ra tes  for line conditioning and the situations 
in which such rates should apply. Since loop make-up information is 
needed prior to conditioning or modifying a loop, s t a f f  believes 
it is most appropriate to address loop make-up in Issue 11. 

All matters raised by the parties have been addressed in other 
issues. Accordingly, no action is needed with regard to this issue. 
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ISSUE 9 (a): What are the  appropriate recurring ra tes  (averaged or a 
deaveraged as the case may be) and non-recurring charges for each 
of the following UNEs? 

2-wire voice grade loop; 
& w i r e  analog loop; 
2 - w i r e  ISDN/IDSL loop; 
2-wire xDSL-capable loop; 
&wire xDSL-capable loop; 
&wire 56 kbps loop; 
&wire 64 kbps loop; 

high capacity loops (DS3 and above); 
dark fiber loop; 
subloop elements (to the extent required by the 
Commission in Issue 4); 
network interface devices; 
circuit switching (where required) ; 
packet switching (where required); 
shared interoffice transmission; 
dedicated interoffice transmission; 
dark fiber interoffice facilities; 
signaling networks and call-related databases; 
os/DA (where required). 

DS-1 loop; 

RECOMMENDATION: Staff's recommended recurring and non-recurring 
rates are contained in Appendix A .  (P. Davis, Dowds, King, L e e ,  
Lester, Marsh, C.Romig, Watts, Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate recurring and nonrecurring rates for t h e  
unbundled network elements and interconnection at issue in this 
proceeding are set forth in Exhibit 92. 

DATA ALECS: The proper forward-looking recurring and nonrecurring 
rates f o r  xDSL capable loops are  set forth in t h e  testimony of 
Terry Murray, Exhibit TLM-2 (EXHs 141-142), as well as t h e  two-wire 
voice grade service level 1 recurring loop ra tes  proposed in Exh. 
13 5 I JAK- 1, revised. 
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AT&T/WORLDCOMg: The appropriate UNE pr ices  for [sub- issues 3 
through 51 are those proposed by AT&T/WorldCom in Ex. 135, (JAK-1, 
revised). 

FCCA ALECS: The appropriate UNE prices for  [sub-issues 1’2 and 6 
through 191 are those proposed by AT&T/WorldCom in Ex. 135, (JAK-1, 
revised). (The FCCA and the FCTA take no position on sub-issues 3- 
5 . )  

SPRINT: \\ [HI igh capacity loops (DS3 and above) . ’I The rates 
proposed by BellSouth are higher than necessary because BellSouth 
has used terminal size probability of occurrence percentages which 
are inconsistent with real world experience and expectations. 

TIME WARNER: Time Warner does not take a position on ( 3 )  through 
( 5 ) .  On remaining items, Time Warner adopts FCCA ALECs’ position. 

STAFF ANALYSIS: Staff‘s recommended rates are contained in Appendix 
A. These rates reflect re-running the appropriate cost models to 
incorporate staff’s recommended inputs, and then re-running the 
BellSouth Cost Calculator to yield staff’s proposed rates. The 
rates in Appendix A a l s o  reflect, where applicable, t h e  specific 
rate design recommendations made in certain o t h e r  issues ( e . g . ,  
staff’s recommended deaveraging proposal). However, if the 
Commission accepts staff’s recommendation in Issue 7 ( s )  that 
BellSouth’s use of certain loading factors should be rejected and 
t h a t  BellSouth should be requi red  to resubmit the  BSTLM, loop- 
related UNE prices (including combinations containing a loop) will 
be subject to true-up, depending upon the outcome of t h e  hearing on 
the revised model. 

’While AT&T/WorldCom are par t  of t h e  FCC ALECs, on this issue they provide 
The FCCA takes no position on this portion of the a separate position statement. 

issue. 
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ISSUE 9 (b) : Subject to the standards of the FCC's Third Report and 
Order, should the Commission require ILECs to unbundle any other 
elements or combinations of elements? If so, what are they and how 
should they be priced? 

RECOMMENDATION: No, there are no other  elements or combinations of 
elements that the Commission should require ILECs to unbundle at 
this time. (Ollila) 

POSITION OF THE PARTIES 

BELLSOUTH: Absent a showing that access to a network element is 
'necessary" and that failure to provide such access "impairs" the 
ability of an ALEC to compete, t he  Commission cannot require 
BellSouth to unbundle any other elements or combinations of 
elements. No such showing has been made in this case. 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: Except for network elements associated with line 
sharing, which by stipulation are not within the scope of t h i s  
docket, these parties have not identified any elements or 
combinations of elements that should be subject to the unbundling 
requirement at this time beyond those delineated in Attachment A to 
Order PSC-00-0540-PCO-TP. 

a 
SPRINT: This proceeding does not address the pricing of t w o  
network elements the Federal Communications Commission determined 
should be unbundled; namely, "line sharing" and Operational Support 
Systems ( O S S ) .  Sprint understands these two network elements will 
be addressed in separate proceedings. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: BellSouth witness Varner states that those 

UNEs which BellSouth currently makes available to ALECs 
are those required by the FCC's 319 Order. Absent a 
showing that access to a UNE is "necessary" and where 
failure to provide such access "impairs" t h e  ability of 
an efficient ALEC to provide telecommunications services, 
BellSouth believes it is not necessary for this 
Commission to impose additional unbundling obligations 
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beyond those LINES identified in the FCC’s national list. 
Since the FCC recently completed i t s  exhaustive review of 
UNEs, BellSouth is not aware of any additional elements 
that need to be examined. (TR 61) 

ALEC witnesses Murray (Data ALECs), B a r t a  (FCTA), and Sichter 
(Sprint) address this issue. 

Data ALECs witness Murray’s testimony on this issue was 
directed to BellSouth’s proposed rates for line sharing splitters. 
(TR 739) Witness Murray notes, however, that the parties to this 
proceeding stipulated to the exclusion of line sharing issues in 
this proceeding. (TR 739) In its August 16, 2000 refiling of its 
cost study, Bellsouth “removed a l l  reference to Line Sharing, 
elements 5 . 4 . ”  (TR 1140) 

FCTA witness Barta does not identify any additional UNEs or 
combinations of UNEs; however, he does recommend that 

. . . if access to any of the unbundled network elements 
that have been removed from the FCC‘s l is t  of minimum 
unbundling requirements proves to be only available at 
noncompetitive rates, or under unacceptable service 
quality levels, then the Commission should initiate 
proceedings to investigate the unbundling of network 
elements at issue. (TR 757-758) 

Staff believes t h a t  should an ALEC believe witness Barta’s 
scenarios to be occurring, that there is a structure already in 
place for t h e  Commission to address such a problem ( L e . #  it may be 
handled through a complaint or arbitration). 

Sprint witness Sichter states t h a t  there are no other TJNEs or 
UNE combinations of elements that t h i s  Commission should require 
I L E C s  to unbundle and that the line sharing and Operational Support 
Systems (OSS) UNEs will be addressed in separate proceedings. (TR 
3104) Witness Sichter does, however, provide Sprint‘s definition of 
“currently combined” : “a requesting carrier should be able to 
obtain any UNE combination if the incumbent LEC offers, through its 
wholesale or retail tariffs, any service that includes that UNE 
comb h a t  ion. ” ( TR 3 1 0 5 ) 

BellSouth witness Varner, in his rebuttal testimony, refers to 
witness Murray’s discussion of unbundled access to digital 
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subscriber l i n e  access multiplexers; however, staff could find no 
discussion of DSLAMs i n  witness Murray’s direct testimony. (TR 70) 

D 

SUMMARY 

As can be seen, the parties agree that, excluding line sharing 
and OSS, no other elements or combinations have been identified in 
this proceeding such that the Commission should require BellSouth 
to unbundle them. T h e  ALECs have identified line sharing and OSS 
as t w o  other UNEs that they believe would fall under this issue, 
but for the fact t h a t  these UNEs are specifically precluded from 
consideration in this proceeding because of t he  stipulation the  
parties signed. Therefore, s t a f f  recommends that there are no other 
elements or combinations of elements t h a t  the Commission should 
require I L E C s  to unbundle a t  this t i m e .  
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ISSUE 10: What is the appropriate rate, if any, for customized 
routing? 

RECOMMENDATION: The appropriate rates for customized routing are 
those proposed by staff in Appendix A. (King) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate rates for the two methods of selective 
(or customized) routing offered by BellSouth - the Line Class Code 
method and the Advanced Intelligent Network (‘AIN”) method - are 
se t  forth in Exhibit 92 .  

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: The appropriate UNE prices for customized routing are 
those proposed by AT&T/WorldCom in Exhibit No. 135 (JAK-1, 
revised). 

SPRINT: No position. 

TIME WARNER: Adopts FCCA ALECs’ position. 

STAFF ANALYSIS: This issue is to address the appropriate rates, if 
any, for customized routing. In the limited testimony presented by 
the parties on this issue, no party disputed the fact that some 
rate is applicable for customized routing. Hence, there is no need 
for staff to specifically address t h e  “if any” portion of the 
issue. 

BellSouth offers two types of customized (or selective) 
routing. They are the Line Class Code (LCC) method and the 
Advanced Intelligent Network ( A I N )  method. (Varner TR 61) 

Customized routing allows ALECs to route O+, 0-, and 411 calls 
to an operator other than BellSouth’s or to route 611 repair calls 
to a repair center other than BellSouth’s. BellSouth is required 
to determine which ALEC is serving the caller and route the call 
based on instructions provided by the ALEC. The LCCs instruct the 
switch on how to route calls from all end users associated with 
that LCC. The AIN Selective Carrier Routing (AIN SCR) service 
provides an AIN solution to this routing problem. (EXH 95, Section 
6, pp. 6 0 - 6 1 )  
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According to BellSouth, the benefi, of using the AIN methoc 
versus using the LCC method is t h a t  the A I N  method allows the use 
of the AIN "hub" concept, which yields several advantages. These 
advantages include: 

I) allowing t h e  use of appropriate AIN "triggers" for 
all call types rather than only a limited s e t  of 
call types; 

2) allowing even those end office switches that,are not AIN-  
capable to use AIN customized routing; and 

3 )  optimizing the use of trunk groups between the end office 
and the A I N  hub. (EXH 61, p .  9 8 2 )  

While BellSouth believes that the A I N  SCR may ultimately prove to 
be the preferred method of customized routing for most ALECs, 
BellSouth will continue to offer customized routing using LCCs. 
(EXH 6 1 ,  p .  981) 

BellSouth and AT&T/WorldCom were the only parties to propose 
rates for customized routing. (EXH 92, AJV-1 Revised, p .  7; EXH 
135, JAK-1 Revised, p. 8) These rates are shown in Table 10-1 
below. While Z-Tel witness Ford did not  propose rates, he d i d  
no te  that he believed BellSouth's rate structure f o r  AIN may result 
in double recovery of certain switching costs and that the specific 
questions regarding rates and rate structures are better left to 
t h e  second phase of the hearing. (TR 722) However, witness Ford 
did not address this issue f u r t h e r  in the  second phase of the 
hearing. 
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Table 10-1 
PARTIES PROPOSED RATES FOR CUSTOMIZED ROUTING 

El emen t 

G.9.1- Selective 
Routing Per Unique LCC 
Per Request, Per Switch 

. - . __ -. 

G.ll.l - AIN SCR - 
Service Establishment 
per ALEC 

G.11.2 - AIN SCR - 
Service Establishment 
per End Office 

G.11.4 - AIN SCR - 
Query Cost 

BellSouth’s Proposed 
Ins ta l la t ion  Rate/ 
Disconnect R a t e  

$169.46/$28.23 (NRC) 

$202,270.80/$17,188.36 
(NRC) 

$341.01/$3.39 (NRC) 

$ -0034057 (RC) 

AT&T/WorldCom’s 
Proposed Ins ta l la t ion  
Rate/ Disconnect Rate 

$16.99/$0 (NRC) 

$202,766/$17,230.00 
(NRC) 

$341.84/$3.40 (NRC) 

~~ 

$ .  0027922 (RC) 

NRC= Nonrecurring Charge, RC = Recurring Charge 
(Sources: Exhibit 92, AJV-1 Revised, p -  7; Exhibit 135, JAK-1 Revised, p .  8) 

The appropriate rates for the two methods of customized 
routing are addressed separately below. 

LINE CLASS CODE METHOD 

AT&T/WorldCom witness King had three specific criticisms 
regarding BellSouth’s nonrecurring inputs for customized routing 
using the Line C l a s s  Code method. First, he noted that BellSouth 
does not provide an explanation for the w o r k  time associated with 
the Equipment Billing Accuracy Center (EBAC). (EXH 135, JAK-3 
Revised, p .  2 3 7 )  He asserts that there is a workgroup involved 
(the EBAC) but  that he cannot determine what they do based on the 
description provided. (EXH 86, p. 72; EXH 135, p .  2 3 7 )  

Second, witness King believes that the LCC activity is like 
developing a macro once per switch and then having the capability 
to perform the activity for multiple LCC requests. Witness King 
recommends that BellSouth establish customized routing using the 
LCC for ten carriers at one time instead of one carrier per 
request, per  switch.(EXH 135, JAK-3 Revised, p .  237) He asserts: 

T h e  thing about line c lass  codes is or how it works is 
you go i n t o  - - and it has to be done on a switch-by- 
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switch basis. So I agree that it is something, you know, 
t h a t  is on a switched basis. But what essentially occurs 
is that you are going to go in and create almost like a 
template that says I ' m  going to use this code for these 
carriers. All of the mapping, per se, has already been 
done the first time around. So essentially what I have 
done is to say when they go in there they are going to do 
multiple. And I believe ten is a conservative approach. 
So essentially what I have done is I've divided their 
work times by ten. So if it is going to be applied on a 
per order per switch basis, then it should be allocated 
to multiple carriers. (EXH 86, pp. 72-73) 

Third, witness King believes that disconnect translations 
should be mechanized with no fallout. He assumes t h a t  the time 
associated with the disconnect should be ze ro ,  while BellSouth 
assumes 0.5 hours in its study for this function. (EXH 135, JAK-3 
Revised, p. 237) 

When BellSouth witness Caldwell was asked to comment on 
AT&T/WorldCom witness King's proposal, she stated: 

. . . he makes the assumption that you can do 10 at a 
time. And t h e  cost department has worked with these 
individuals. We've talked to t h e m  numerous times. And 
basically, they tell us you cannot do t h a t ;  that when you 
put in a ,  switch entity line class code, the amount of 
time estimate that they've given here, assuming he 
brought the number on here, which is a little over two 
hours, but that's how much time it takes, that they 
cannot build, as he says, a macro that gives them the 
ability to put in 10 at a time, that there is unique 
information required and they do - - the average that 
they have given is the amount of time it takes to put in 
a line class code per switch entity. And, I believe, 
that's the difference here. He's assuming 10 versus we 
assume that you do one, and that's what our experts say. 
(EXH 81, p. 58) 

Furthermore, in supporting documents provided by BellSouth in 
response to s ta f f  discovery it is noted that: "Since each LCC 
requires detailed manual work by experienced electronics 
technicians no economies of scale are expected. The four hour (4 
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Item 

1. 

2 .  

3. 

4 .  

5 .  

Total 

h r s )  estimate to provision and t e s t  each LCC is based on t he  
detailed activities listed on table  1 and 2 . "  (EXH 61, pp. 505-506) 
BellSouth's tables 1 and 2 are shown below. 

Time Activity 

Log into WFA and Review Work Request 0.25hrs 

Log into System and Verify/Change Maw LCC 0.25hrs 

Change ATICS LCC 0.25hrs 

Schedule test 0.25hrs 

Retrieve Results 0.25hrs 

Analyze Results 0.25hrs 

Complete Work Request, File Documentation 

Activity 

TABLE 10-2 
BELLSOUTH' S TABLE - 1 
ELECTRONICS TECHNICIAN 

Time 
~~ ~ _ _ _ _ _ _ _ _ _ _ ~  

Log into WFA, Retrieve Work Request, Review Ordering 
Do cum en t 

~ 

Identify and Plan Work Requirements Associated with the 
Work Request 

~~ ~~~ 

Log in Systems to be Used for this Work 

Identify the Source LCC and Retrieve System Information on 
Source Code 

Make Changes to the Source Code and Schedule for Download 
in MTS 

Log back i n  System after Scheduled Download Date, Verify 
Packet Successful 

Make Operational Test Calls, and Complete WFA Work Request 

0.25hrs 

0.25hrs 

0.25hrs 

0.25hrs 

0.50hrs 

0.2 5hrs 

TABLE 10-3 
BELLSOUTH'S TABLE - 2  

0.50hrs 

2.25hrs 
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After reviewing the hearing and deposition transcripts, and 
discovery responses, staff is unable to find any compelling 
evidence that supports witness King's recommendation that BellSouth 
establish customized routing using the LCC f o r  ten carriers at one 
time. Witness King argues that he does not know what t h e  EBAC 
group does; however, staff could not locate any documents in which 
AT&T/WorldCom attempted to explore what this group does and what 
would be an appropriate adjustment to the work time f o r  t h i s  group. 
Instead of making a specific adjustment to the work times proposed 
by BellSouth, witness King divides all work times associated with 
the LCC by 10. Staff believes that this is strictly based upon the 
unsupported assumption that a macro can be developed to replicate 
t h e  LCC activities. (EXH 135, JAK-3 Revised, p .  237) Staff 
believes that AT&T/WorldCom provides no factual basis which 
supports its "macro" assumption. On t h e  other hand, BellSouth has 
provided supporting documents which show what steps its technicians 
must take to establish customized routing per switch entity. 
Finally, with regard to witness King's recommendation that 
"disconnect translations should be mechanized with no fallout" ; 
fallout is specifically addressed in Issue 8 (b) . 

Accordingly staff recommends that the appropriate rates for 
the LCC method of customized routing are those proposed by 
BellSouth, as modified by staff's recommendations in other 
applicable issues. 

AIN SELECTIVE CARRIER ROUTING (AIN SCR) 

There is extremely little testimony regarding the A I N  Solution 
to Selective Carrier Routing . As noted above, AT&T/WorldCom and 
BellSouth are the only parties which proposed rates f o r  these 
elements. As illustrated in Table 10-1, the NRCs proposed by 
AT&T/WorldCom for these elements are actually higher than those 
proposed by BellSouth. 

In its Cost Study Documentation, BellSouth notes that the cost  
components f o r  A I N  SCR include: 

(1) Signaling System 7 ( S S 7 )  , (2 )  Service Transfer Point 
Por ts  (STPs) and Right-to-Use (RTU) fees, ( 3 )  Service 
Control Point (SCP) and SCR RTU fees, ( 4 ) S T P  to SCP 
Links, and (5) additional End Off ice Switching and 
Trunking. The SS7 and additional End Office Switching 

- 4 8 8  - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6 ,  2001 

and Trunking investment was developed on a call/query 
basis. The investment for the remaining components were 
development [sic] by quantifying the total investment f o r  
each component and then multiplying by the portion 
dedicated to SCR and dividing by t h e  annual average 
queries. 

The nonrecurring components include (1) Service 
Establishment per CLEC, which includes work times for the 
Local Service Request, Local Carrier Service Center, and 
Hub translations, and ( 2 )  Service Establishment per End 
Office per CLEC, which includes work times for the Local 
Service Request and Local Carrier Service Center, and End 
office and Sub Hub office translations.(EXH 95, Section 
6, pp- 61-62) 

According to AT&T/WowldCom witness King, Exhibit JAK-3 
contains modified versions of BellSouth‘s NRC study. He notes: 
’The affected worksheets also document the assumptions used to 
adjust each cost study.” (TR 2400) Staff reviewed Exhibit JAK-3 
and could not locate a worksheet for the AIN SCR elements. (EXH 
135, JAK-3 Revised) Because the specific BellSouth NRC study for 
this element is proprietary, staff also reviewed JAK-4, which is 
the proprietary exhibit attached to witness King’s testimony. 
After a review of JAK-4, staff did locate the worksheet 
(FLSCR.X~S); however, it appeared to be the same as originally 
filed by BellSouth, as no modifications were noted. (EXH 136, JAK- 
4 )  Therefore, staff could not determine what modifications 
AT&T/WorldCom proposed f o r  these elements which would cause the 
NRCs to be slightly greater than those proposed by BellSouth. 

Since a f t e r  review of t he  hearing exhibits which contain 
AT&T/WorldCom’s modifications staff is unable to find any evidence 
to support witness King’s proposed rates for  AIN S C R ,  s t a f f  
recommends that the appropriate rates for AIN SCR are those 
proposed by BellSouth, as modified by staff’s recommendations in 
other applicable issues. 
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ISSUE 11: What is the appropriate rate if any, for line 0 
conditioning, and in what situations should the r a t e  apply? 

RECOMMENDATION: Staff recommends that the appropriate rates f o r  
line conditioning and loop make-up (LMU) information be developed 
using t h e  various recommended input adjustments in staff's 
analysis. Staff's proposed rates are shown in Appendix A. 
Furthermore, staff recommends t h a t  the next phase of BellSouth's 
mechanized LMU process be implemented no later than June 1, 2001, 
and BellSouth should report to this Commission specifically what 
enhancements have been made and describe in detail the capabilities 
of the revised LMU system. In addition, staff recommends that t h e  
rate for mechanized LMU information be interim until the time t h e  
Commission revisits the O S S  cost  recovery matters; accordingly, 
BellSouth should be required to track the revenues generated by 
this charge. (KING) 

POSITION OF THE PARTIES 

BELLSOUTH: The Commission should adopt rates for Unbundled Loop 
Modification ("ULM") services in connection with conditioning an 
unbundled loop as proposed by BellSouth, including the ULM - 
Additive. The ULM rates for load coil and bridged t a p  removal 
should apply whenever BellSouth performs this work at the request 
of an ALEC. 

AT&T/ 
WORLDCOM": The appropriate UNE prices for line conditioning are 
those proposed by AT&T/WorldCom in EX. 135 (JAK-1, revised). 

DATA ALECS: In a forward-looking network line conditioning is 
unnecessary; hence a zero rate should apply. If the Commission, 
inappropriately, establishes line conditioning rates, it should 
adopt a rate of $8.32/loop for load coil removal and of .89/loop 
for bridged tap removal, reflecting the efficiencies of 
conditioning multiple loops at a time. 

"While AT&T/WorldCom are  pa r t  of the FCCA ALECs, on this issue they 
provide a separate position statement. The FCCA takes no position on this portion 
of t h e  issue. 
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FCCA ALECS”: With respect t o  t h e  situations in which the rate 
should apply,  the FCCA ALECs adopt the positions of Covad, 
Bluestar, and Rhythms Links. 

SPRINT: The appropriate rate f o r  line conditioning should reflect 
the forward-looking economic costs of an efficient provider using, 
to the greatest extent possible, a l l  available mechanized and 
automated systems, including engineering records, technician 
dispatch and testing. BellSouth should not be allowed to rely upon 
unfounded assumptions which are in direct conflict with real-world 
line conditioning experience. 

TIME WARNER: Time Warner does not take a position on this issue. 

STAFF ANALYSIS: 

LOOP CONDITIONING~~ 

In order to provide DSL-based services over copper loops, t he  
loops must be free from disturbers such as load coils, bridged tap, 
and repeaters. Loop conditioning, line conditioning, and loop 
modification are  all terms used by t h e  parties to describe the 
activities associated with the removal of equipment such as load 
coils, repeaters, and bridged tap from copper loops so that the 
loops may be used t o  provision broadband services. (Varner TR 62; 
Riolo TR 2726; McPeak TR 2930; McMahon TR 3157)  

LOAD COILS & REPEATERS 

Load coils are used on copper loops longer than 18,000 feet to 
counteract the effect of capacitance. Generally, a load coil on a 
loop amplifies an analog signal by boosting the entire voice band 
channel so it can be heard on loops extending farther from the  
original point of analog transmission. (Greer TR 1688; Riolo TR 
2727; McPeak TR 2939;  McMahon TR 3158) There is disagreement among 

”The FCTA takes no position on this issue. 

l2 The appropriate rate for access to loop make-up information has 
become an issue in this docket. Since loop make-up information is 
needed p r i o r  to conditioning o r  modifying a loop, staff believes it is 
most appropriate t o  address that issue a f t e r  staff’s analysis on loop 
conditioning. 
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the parties as to whether or not loops under 18,000 feet require 
load coils. The Data ALECs witness Riolo states that load coils 
are completely unnecessary on any loop less than 18,000 feet. ( T R  
2727) However, BellSouth witness Greer notes  that in metropolitan 
areas many loops as short as 12 kilofeet (kft) are loaded in order 
to improve the transmission characteristics for Centrex lines and 
for PBX trunks. (TR 1689) Staff will address this specific issue 
later in its analysis. 

A repeater is used to amplify a signal over a copper loop. 
Without such amplification, t he  signal would be lost over distance. 
(McMahon TR 3159) Repeaters are either voice frequency repeaters 
or digital repeaters. (McPeak TR 2940) The existence of a repeater 
on a loop will interfere with xDSL signals; therefore, the loop 
must be conditioned. (McMahon TR 3160; McPeak TR 2940) 

BRIDGED TAP 

According to Sprint witness McMahon, bridged tap is any piece 
of the cable pair that is not in a d i rec t  path between the customer 
and the switching device. (TR 3160) Bridged t ap  allows the ILEC to 
maximize utilization of its loop facilities. (Greer TR 1696, McPeak 
TR 2934) Like load coils, bridged t ap  is an issue because it 
degrades the quality of a signal. (McPeak 2939; McMahon TR 3160) @ 

Paragraph 172 of the FCC's W E  Remand O r d e r  states: 

We clarify that incumbent LECs are required to condition 
loops so as to allow requesting carriers to offer 
advanced services. The terms "conditioned," "clean 
copper, ' I "xDSL-capable" and "basic" loops all describe 
copper loops from which bridge taps, low-pass filters, 
range extenders, and similar devices have been removed. 
Incumbent LECs add these devices to the basic copper loop 
to gain architectural flexibility and improve voice 
transmission capability. Such devices, however, diminish 
the loop's capability to deliver advanced services, and 
thus preclude the requesting carrier from gaining full 
u s e  of the loop's capabilities. Loop conditioning 
requi res  the incumbent LEC to remove these devices, 
paring down the loop to its basic form. (FCC 99-238) 
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r a t e ,  if 
t h e  rate 

Therefore, the issue at hand is what is the appropriate 
any, f o r  line conditioning, and i n  what situations should 
apply. Sta f f  notes that there was a great deal of testimony 
presented on this issue, including a live demonstration and a video 
tape showing load coils being removed. (EXH 117; EXH 147) In its 
analysis staff will address those topics raised by the parties in 
this proceeding. Sta f f  will begin its analysis by providing a 
summary of t h e  parties’ positions and proposals for loop 
modification. 

BELLSOUTH’S PROPOSAL 

According to BellSouth witness Varner line conditioning 
charges are applicable when an ALEC requests BellSouth to remove 
equipment that has been placed on copper loops (i.e., load coils, 
low-pass f i l t e r s ,  range extenders, etc.) or by removing bridged tap 
attached to the copper loop. He notes that the FCC permits 
BellSouth to charge ALECs for loop conditioning. The FCC‘s UNE 
Remand Order  in CC Docket No. 96-98 s t a t e s :  

(TR 62)  

We agree that the networks built today normally should 
not require voice-transmission enhancing devices on loops 
of 18,000 feet or shorter. Nevertheless, the devices are 
sometimes present on such loops,  and the ‘incumbent LEC 
may incur costs in removing them. Thus, under our rules, 
the incumbent should be able to charge for conditioning 
such loops. (FCC 99-238, 193) 

Witness Varner notes that because the FCC allows the recovery 
of costs for conditioning loops under 18 kft, rates for 
conditioning loops g r e a t e r  than 1 8  kft are also appropriate. (TR 
62)  

BellSouth’s loop conditioning element is called Unbundled Loop 
Modification (ULM). The ULM associated with removing load coils, 
low-pass filters, and other equipment, such as range extenders, is 
sub-divided into specific offerings. These offerings are: 

e ULM Load Coil Shor t  (ULM/LC-S) - This offering is f o r  

e ULM Load Coil Lonq (ULM/LC-L) - This offering is for equipment 
equipment removal on shor t  loops (18  kft or less). 

removal on long loops (over 18 kft). 
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ULM Bridsed Tap (ULM-BT) - This offering is for the removal of 
bridged tap for any length of loop. 

bridged t ap  removal for 2-wire or 4-wire copper distribution. 
(EXH 95, Section 6, p. 3 5 )  

e ULM LC and BT - This offering is f o r  equipment removal and 

According to BellSouth witness Caldwell, BellSouth has structured 
the ULM costs to appropriately reflect the way in which costs to 
provide this service will occur. Costs were developed f o r  loops 
less than 18,000 feet and for loops greater than 18,000 feet. (TR 
136; EXH 95, Section 6, p. 35) 

In its study BellSouth assumes that f o r  loops less than 18,000 
feet 1 0  pairs will be conditioned (Le., removing load coils, low- 
pass filters, and other equipment, such as range extenders) at the 
same time. According to BellSouth witness Caldwell, this is based 
on demand for conditioned loops.  (TR 137) Additionally, she  notes, 
for loops less than 18,000 feet, the impact of loop modification on 
voice grade service will be minimal since load coils neither 
enhance nor impair the quality of voice transmission for loops of 
that length. (TR 137) Of the ten pairs modified, it is expected 
that on average two pairs will be ordered initially by the ALEC, 
four  pairs will be used by BellSouth, and the remaining four pairs 
will be ordered in the future by the same o r  a different ALEC. The 
cost of the last four pairs is determined as an ULM - Additive. 
The additive applies to all ADSL-capable, HDSL-capable, and short 
unbundled copper loops. (EXH 95, Section 6 ,  pp. 35-36) 

For loops greater than 18 kft, t h e  removal of intermediary 
electronics would likely degrade the voice grade (VG) transmission 
quality, rendering the loop unusable for VG transmission. Thus, to 
minimize the quantity of VG circuits that will be unavailable for 
transmission of VG level service, BellSouth’s practice assumes only 
one circuit will be conditioned at a time on these long loops. 
(Caldwell TR 137) 

Additional assumptions associated with ULM/LC and ULM/BT are: 

0 ULM/LC-S, which require conditioning, are expected to have a 

0 ULM/LC-L, which require conditioning are expected to have an 
weighted average of 2.1 load/coils/equipment per loop.  

average of 3 . 5  load coils/equipment per loop. 
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It is estimated that the majority of pairs requiring ULM/LC 
reside on underground facilities with a minority residing on 
aerial or buried facilities. 

It is assumed that an average of three bridged taplend section 
removals is expected to significantly affect the transmission of 
data/digital services. It is assumed that one of the three bridged 
tap locations will reside in underground facilities and the 
remaining two in either an aerial or buried application. (EXH 9 5 ,  
Section 6 [  p -  3 6 )  

BellSouth's other study assumptions include: 

e The ordering procedures for loop conditioning are to be 

e The loop order and the conditioning order w i l l  be issued 
handled manually through the Service Inquiry process. 

simultaneously with the loop order status as pending with 
reserved facilities. 

20% of the time and on long loops 5% of the time. 

occur through the same ordering process. 
be separate orders 67% of the time. 

locations and prepare records for posting. Outside plant 
construction is involved in set-up and removal procedures; a 
100% dispatch rate applies to this work group. (EXH 95, 
Section 6, p .  3 6 )  

Modifications on short loops are assumed to be separate orders 

The load coil and bridged tap order for conditioning can also 
They are assumed to 

e Outside plant engineering ( O S P E )  will verify equipment 

DATA ALECS' PROPOSAL 

According to Data A L E C s  witness Murray, the Commission should 
not  permit BellSouth to impose any nonrecurring loop conditioning 
charges because its recurring charges recover the forward-looking 
cost of conditioning loops. However, she notes t h a t  if the 
Commission does decide to adopt nonrecurring conditioning charges, 
it should base those charges on the efficient conditioning 
practices described by Data ALECs witness Riolo. (TR 2479)  

Data ALECs witness Riolo believes that incumbent L E C s  should 
be removing load coils as they continually upgrade their outside 
plant to conform with their own engineering guidelines. (TR 2672; 
TR 2730) Furthermore, he contends that the I L E C s  inflate 
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conditioning costs by substantially overstating work times and by 
understating the number of loops that they should condition 
whenever a technician is dispatched to do that type of work. (TR 
2742) Witness Riolo believes that if the Commission allows any 
nonrecurring charges for loop modification, it should require 
multiple loops to be conditioned at one time. Witness Riolo 
recommends that the Commission recognize that conditioning should 
be done 50 pairs at a time. (TR 2744) He notes t h a t  for loops 
under 18 k f t ,  it makes no sense, from an engineering perspective, 
to dispatch a technician to remove load coils and t o  remove 
anything less than all of the coils currently deployed. He 
believes that load coils are not u s e f u l  and are harmful to loops 
under 18,000 feet. He contends that t h e  total number of loops 
under 18,000 feet to be deloaded at once would range from a minimum 
of the 25 pairs in a binder group to potentially hundreds of pairs 
in multiple binder groups at the same location. (TR 2 7 4 4 - 2 7 4 5 )  

For loops over 18,000 feet, witness Riolo argues that it makes 
no sense, again from an engineering perspective, to condition one 
line at a time. He contends that the ILEC should "pre-condition" 
a reasonable projection of total spare plant to meet anticipated 
demand for xDSL-based services every time it dispatches a 
technician and splices are being opened. He believes that on 
average, a 25-pair binder group should be unloaded even for loops 
longer than 18,000 feet. Therefore, he recommends that, combining 
the over-and-under-18,000 feet estimates, removing 50 pairs per 
load coil dispatch across all loop lengths is a reasonable average. 
( R i o l o  TR 2745) Witness Riolo does acknowledge that occasionally 
only one pair will be conditioned at a time. However, he notes 
that his recommended approach will be reasonable for the vast 
majority of cases. (TR 2745) For bridged t ap  removal witness Riolo 
believes conditioning 50 pairs at a time is also a reasonable 
average. (TR 2746) 

AT&T/WORLDCOM PROPOSAL 

AT&T/WorldCom witness King believes that the nonrecurring rate 
an ALEC should pay for line conditioning is zero. (TR 2441) He 
notes : 

We have developed in the recurring rates an adequate 
compensation for  BellSouth to have a network free of load 
coils and bridged tap. And the other, t he  subsequent, or 
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the  additional argument is, again, in the maintenance 
factors that BellSouth applies when - -  if they get a 
request today and they need to go out and remove load 
coils on one of their own customers, that is maintenance 
type work on that p l a n t  and they will bill it to that 
maintenance account. (EXH 8 6 ,  p .  61) 

Furthermore, he believes that BellSouth is being compensated 
because the ALECs are paying recurring charges today that are based 
on a new network without any loop conditioning. (TR 2441) 

FCCA ALECS' PROPOSAL 

With respect to t he  situations in which a r a t e  should apply 
for line conditioning, the FCCA ALECs (excluding AT&T and WorldCom) 
adopt t h e  positions of the D a t a  ALECs. As stated in its post- 
hearing brief, t h e  Data ALECs believe that in a forward-looking 
network line conditioning is unnecessary; hence, a zero rate should 
apply. However, if t h e  Commission establishes l i n e  conditioning 
rates, it should adopt a rate of $8.32/loop f o r  load coil removal 
and $.89/loop for bridged tap removal, reflecting the efficiencies 
of conditioning multiple loops at a time. ( D a t a  ALECs BR p. 59; EXH 
141, TLM-2) 

Staff notes that in t h e  testimony of Coalition witness McPeak, 
ra tes  w e r e  proposed that are different than those proposed by the 
D a t a  ALECs. The rates proposed by witness McPeak apparently are no 
longer being sponsored by any member of the  Coalition (the 
Coalition ALECs are part of the FCCA A L E C s ) .  Accordingly, staff 
will not specifically address the rates proposed by witness McPeak. 

SPRINT'S PROPOSAL 

Sprint is not making specific proposals for r a t e s  t h a t  the 
Commission should establish for BellSouth. Sprint's criticisms of 
BellSouth's NRCs involve various elements such as two-wire xDSL 
loop installations, loop qualification, loop conditioning, Extended 
Links ( E E L S ) ,  and high capacity D S 3  loops, and center around work 
times considered by Sprint to be excessive that comprise or are 
used by BellSouth in its cost studies to derive " 2 s .  (EXH 106, p .  
5 3 )  
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According to Sprint witness McMahon, loop conditioning costs 
should be based upon current, actual costs incurred by an efficient 
provider. He believes that f o r  load c o i l  removal on loops over 
18,000 feet, and a l l  bridged tap and repeater removals, the costs 
should be determined on a per  location basis, dependent upon t h e  
type of outside plant facilities (underground, aerial, or buried). 
Witness McMahon believes that this methodology would enable the 
recovery of cos ts  that vary with the different types of plant 
conditions encountered when performing loop conditioning 
activities, (TR 3162) 

s p r i n t  contends t ha t  NRCs for load coil removal on loops under 
18,000 feet  in length requires a different cost study approach. 
Witness McMahon believes that because cable pairs are generally 
loaded in groups of 25, and load coils are not needed at all on 
loops less than 18,000 feet, separate costs should be determined 
based upon a more efficient load coil removal process. Sprint 
considers it reasonable to spread the fixed costs of accessing the 
cable pairs across all the pairs that would be unloaded in a 25- 
pair binder group. The incremental labor costs associated with 
unloading 24 more cable pairs should be added to a single 
engineering and travel charge and then divided by 25  to determine 
the cost per pair for the entire binder group. Furthermore, ILECs 
t h a t  cover more urban areas, with greater customer densities and 
larger cable sizes should employ a cost model that assumes even 
greater efficiencies, such as performing load coil removal in 
greater quantities such as 50 or 100 pairs at a time. (McMahon TR 

@ 

3164-3165) 

For bridged t ap  removal, Sprint advocates a rate structure 
that would be based upon the actual costs associated with removing 
bridged t ap  from the actual locations. Sprint does not propose any 
distinctions with respect to loop length for bridged t ap  removal. 
(EXH 106, pp. 4 6 - 4 7 )  

As noted above, there is a great deal of testimony on this 
i s s u e .  In addition, there are few, if any, aspects of this issue 
about which BellSouth and the various ALECs agree. Accordingly, 
s t a f f  will address each ULM element individually. However, staff 
believes that t h e  Commission first must resolve the "if any" (What 
is the appropriate rate, if any, for line conditioning, and in what 
situations should the rate apply?) portion of this issue. If t he  
Commission does not believe any rate is appropriate for line 
conditioning, then staff's analysis of the inputs is moot. 

- 4 9 8  - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6 ,  2 0 0 1  

SHOULD ANY RATE APPLY TO LOOP CONDITIONING? 

While BellSouth and Sprint may not agree upon the rates, or 
the assumptions to be used to develop the rates, they appear to 
agree that currently some rate is appropriate for t h e  ULM elements. 
(Varner TR 67; McMahon TR 3162; EXH 107, p .  9 )  On the other hand, 
AT&T/WorldCom, the Data ALECs, and the FCCA ALECs believe there 
should not be any rate associated with ULM, or stated differently, 
a rate of z e r o  is appropriate. (Murray TR 2479; King TR 2441) 

Regarding t he  issue of compensation for loop conditioning, the 
FCC stated in Order FCC 99-238 (the UNE Remand Order) : 

In the Local Competition First Report and Order, the 
Commission also stated that requesting carriers would 
compensate the incumbent LECs  for the cost of 
conditioning the loop. Covad and Rhythms argue that, 
because loops under 18,000 feet  generally should not 
requi re  devices to enhance voice-transmission, the 
requesting party should not be required to compensate the  
incumbent for removing such devices on lines of that 
length or shorter. (FCC 99-238, 7 192)  

We agree that networks built today normally should not 
require voice-transmission enhancing devices on loops of 
18,000 feet or shorter. Nevertheless, the devices are 
sometimes present on such loops, and the incumbent LEC 
may incur costs in removing them. Thus, under our rules, 
t h e  incumbent should be able to charge for conditioning 
such loops. (FCC 9 9 - 2 3 8 ,  1 193) 

We recognize, however, t h a t  the charges incumbent LECs 
impose to condition loops represent sunk costs to the 
competitive LEC, and that these costs may constitute a 
barrier t o  offering xDSL services. We also recognize 
that incumbent LECs may have an incentive to inflate the 
charge for line conditioning by including additional 
common and overhead costs, as well as profits. We defer 
to the states to ensure that the costs incumbents impose 
on competitors for line conditioning are in compliance 
with our pricing r u l e s  for nonrecurring costs. (FCC 9 9 -  
238,  1 194) 
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It appears that the Data ALECs have several reasons why they 
believe the rates for ULM should be ze ro .  One of the primary 
economic reasons is that they believe that the recurring charge for 
unbundled loops will recover the full cost of providing conditioned 
loops on a forward-looking basis. Therefore, a NRC is not 
necessary or appropriate. (Murray TR 2652; EXH 86, p .  61) 

Data ALECs witness Murray argues that BellSouth’s loop 
recurring cost study includes the full cost of building conditioned 
loops that meet modern outside plant engineering guidelines. 
Therefore, she believes that adoption of any nonrecurring 
conditioning charges would violate the requirement that the t o t a l  
recurring and nonrecurring charges for conditioned loops be limited 
t o  total forward-looking economic costs. She contends that the 
FPSC should not permit BellSouth to impose any nonrecurring 
conditioning charges because its recurring charges recover the 
total forward-looking costs of conditioned loops. (TR 2476-2479; 
EXH 88, pp. 68-69) Witness Murray notes that if Bluestar, Covad, 
and Rhythms are all willing to pay that recurring cost, which would 
provide voice grade service without having load coils, then there 
is no reason for them also to pay to remove load coils that would 
not exist in that forward-looking network. (EXH 88, pp. 6 8 - 6 9 )  

Witness Murray was asked \\ . . . if one of your clients calls 
BellSouth tomorrow and says provision a loop for xDSL service and 
that loop is longer than 18 kilofeet, and it has a load coil on it, 
are you willing to pay for that load coil removal?” She replied: 

0 

. . . I am willing on my client’s behalf t o  suggest that 
the client should pay a recurring charge that doesn‘t 
reflect that old loop that is there, but reflects the 
cost of a new loop that wouldn’t have a load coil. And 
once they paid that recurring charge, I am not willing 
for them to pay in addition. (EXH 88, pp. 70-71) 

When questioned on cross-examination about the  compensation 
provisions in the UNE Remand Order, witness Murray agreed, but with 
two caveats, that the order authorizes I L E C s  to recover the costs 
of removing load coils and other impediments that exist on embedded 
plant. First, she believes that conditioning cos ts  and charges 
must be based on forward-looking economic cos ts ,  just like the 
costs of all other UNEs. Second, she believes that the rules that 
apply to conditioning cos t s  include the pricing rule that is in 4 7  
CFR Section 5 1 . 5 0 7 ( e ) .  She notes that the rule s t a t e s  that the 
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total of the recurring and nonrecurring charges for an UNE cannot 
exceed the total forward-looking economic cost of the element. (TR 
2651)  

In addition, witness Murray does not believe that the language 
in 193 and 1 194 of the UNE Remand Order, nor the modified 
pricing r u l e s ,  require that the FPSC establish a NRC f o r  
conditioning. She argues that the FCC's pricing rules do not 
require a NRC for conditioning even if this Commission finds that 
there are nonrecurring costs associated with such conditioning. 
Instead, she believes t h a t  §51.507 (e) explicitly provides that the 
state commission may require an incumbent to recover any 
nonrecurring cos ts  through recurring charges. In addition, t he  
witness contends that t h e  FCC's language does not explicitly 
consider the possibility that the incumbent's recurring costs and 
charges for unbundled loops will completely capture the forward- 
looking costs f o r  providing loops free of load coils, excessive 
bridged t a p  and other devices that would impede t h e  provision of 
DSL-based services. (TR 2 5 5 7 )  

In its Petition f o r  Reconsideration filed with t he  FCC, 
Rhythms and Covad stated: 

Yet competitive LECs will now be handicapped in making 
this argument before t h e  state commissions by the FCC's 
statement that incumbent LECs must be permitted to 
recover conditioning costs as nonrecurring charges. The 
FCC has foreclosed state commissions from concluding that 
t he  TELRIC recurring monthly loop rate, which is based on 
the forward-looking network design t h a t  has no electronic 
impedances already compensates incumbent LECs fully fo r  
removal of such devices. (TR 2653-2654). 

However, witness Murray testified that '' . . . my clients were in 
error because if you l o o k  at the pricing r u l e s ,  the rule reference 
specifically authorizes t h e  recovery of even a nonrecurring cost 
through a recurring charge." The witness notes that her 
interpretation is an economic interpretation, not a legal 
interpretation. (TR 2654) 

Data ALECs witness Riolo a l s o  believes that the recurring 
rates proposed by BellSouth recover the costs of conditioning 
loops. He contends that ILECs have performed and continue to 
perform conditioning activities such as deloading loops routinely 
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as part of maintaining their loop plant. He notes that ILECs 
typically reengineer older plant to eliminate DSL inhibitors such 
as load coils and bridged tap when growth requires an upgrade to 
existing p lan t  in any specific area. Therefore, he argues that 
BellSouth's cost to condition its network would already be included 
in the ongoing expenses t h a t  it has incurred and charged to 
ratepayers f o r  maintaininglimproving the network f o r  many years. 
(TR 2730-2731) 

Furthermore, witness Riolo notes that BellSouth indicated that 
the expenses in its recurring costs include the costs of ongoing 
plant rearrangement and grooming. He provides BellSouth's response 
to an interrogatory to support his position. The response states: 

BellSouth follows the general principle that all 
rearrangements and changes of existing Outside Plant 
Facilities not retired are charged to the  appropriate 
expense accounts for the type plant involved. This would 
include the rearrangement of pairs to facilitate repairs, 
freeing up pairs required to accommodate service order 
activity, and general routine maintenance and grooming of 
existing cable facilities. Rearrangement activities of an 
expense nature would also include work to completely 
rehabilitate a cable in connection with placement of new 
metallic or fiber cable. (TR 2731-2732) 

Therefore, according to the witness, conditioning appears to 
already be included in the recurring unbundled loop costs reported 
by BellSouth. (TR 2732) 

When witness Riolo was asked if he believes, as a general 
premise, that BellSouth should be able to recover the cost it 
incurs in providing UNEs to ALECS, he responded: '' . . .to the 
extent that costs associated are efficient and forward-looking and 
things of that nature, certainly there is an entitlement to some 
compensation. (EXH 89, 
p -  115) Additionally, when asked if the reason he believes that it 
is not reasonable to pay BellSouth to remove load coils on loops 
less than 18 kft is because of his belief that it is contrary to 
some policy, code, or guide, he agreed. (TR 2830) 

1 am not purporting to be a cost witness." 

Not only do the Data ALECs present economic arguments why they 
believe they should not pay fo r  loop modification, they also 
present arguments based on engineering standards. According to 
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witness Riolo, he believes load coils are not needed and are 
harmful to loops under 18,000 fee t .  (TR 2745; TR 2821)  The witness 
asserts that '' . . . decades-old industry engineering standards 
have called fo r  the removal of the very t ype  of impediments that 
the ILEC's proposed xDSL loop "conditioning" costs address . I '  He 
argues that with current loop standards such as the Carrier Service 
Area (CSA) guidelines that carriers began to implement in the ear ly  
1 9 8 0 s ,  outside plant engineering evolved in a manner that makes 
bridged tap and load coils obsolete. (TR 2729) He believes that 
conditioning is par t  and parcel of delivering a loop built to 
current standards that is under 18,000 feet. (TR 2 7 3 5 )  

Further, witness Rio1,o argues that the presence of load coils 
on facilities less than 18,000 feet in length generally indicates 
either that the plant i n  question was once used to serve customers 
further from the central office and had been rearranged, or that 
the facilities in question are very old and were designed to 
engineering standards that have not been used in decades. He 
contends that because the continued presence of load coils does 
nothing other than inhibit data  services on those facilities, the 
load c o i l s  in question should have been removed as a par t  of 
regular maintenance. (TR 2749-2750) 

When asked if he believes that it has been long enough to 
expect that the ILEC's outside plant should conform to CSA 
guidelines, the witness replied: 

Yes. It has been 20 years since the industry adopted 
those guidelines f o r  non-loaded outside p l a n t .  Twenty 
years exceeds the service lives established by most 
commissions for outside plant categories of aerial, 
buried, and underground copper cables. Load co i l s  on 
copper pairs should therefore be treated as a problem 
condition, and the ILECs  should remove those load coils 
without charging ALECs. (TR 2736) 

Witness R i o l o  notes that BellSouth is currently using CSA 
To support  this assertion, he 

These 
guidelines and has been since 1982. 
provided BellSouth's responses to certain interrogatories. 
responses state: 

New outside plant loop facilities placed today are based 
primarily on digital loop carrier platforms and 
associated fiber and/or copper distribution facilities 
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using FiberlCaruiew Serving Area (FSA/CSA) design 
concepts to provide both voice grade and digital 
services. (TR 2737) 

Since the introduction of CSA design in 1982, BellSouth 
(formerly Southern Bell/South Central Bell) has used CSA 

' design guidelines for new cable facilities where digital 
loop carrier is used f o r  feeder facilities, although 
BellSouth does not employ these guidelines in every 
instance. (TR 2737) 

BST has a l s o  assumed CSA design in its recurring 
unbundled loop cost study. (TR 2737) 

On cross-examination, witness R i o l o  was asked if there is any 
requirement in the CSA guidelines which would obligate BellSouth to 
remove load coils from loops less than 18 kft on plant that is not 
new construction and that is not being rearranged or modified. He 
replied: 

No. . . I So while it wouldn't tell you to stop 
everything you are doing today and go out there and do 
something for that plant j u s t  for the sake of CSA 
guidelines, it does in fact  tell you that when t he  
opportunity exists to modify or rearrange that plant then 
you should do it in accordance with these guidelines and 
migrate the plant toward the CSA guidelines, not go in 
the opposite direction. (TR 2880-2881) 

Therefore, it appears that in a situation that is not new 
construction and it is not a rearrangement or modification of 
existing facilities, the CSA guidelines would have presented no 
obligation to do work in any instance where it was not planned for 
some other reason. (TR 2881-2882) Data ALEC witness Murray agreed 
that t he  CSA guidelines reference the placement of new plant. (EXH 
88, p .  15) 

Witness Riolo was also asked to specifically identify in 
Exhibit 149 (Application of Resistance Design to Subscriber Loop 
Plant Guidelines - March 1965) some statement which would obligate 
Bellsouth to take affirmative steps to deload a loop as part of a 
routine maintenance or repair visit. He responded that there is 
not a specific line item in the practice that directs BellSouth to 
do that in those terms. Further, it was clarified that Exhibit 149 

- 504  - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2 0 0 1  

does not address loops under 18 k f t  but rather addresses those over 
18 kft. (TR 2887 - 2 8 8 8 )  

When asked if the other standards and practices in Exhibits 
148, 150, and 151 contain any particular provision that would 
obligate BellSouth as part of routine maintenance and r epa i r  to 
remove load coils from a loaded loop less than 18 kft, the witness 
responded: 

I would like to say yes from the point of view that some 
of the additional guidelines get more specific than the 
one we have been looking at from 1965 and speak to the 
term that loops less than 18 kft should be nonloaded. So 
in that regard, they are giving you a guideline that says 
thou shalt not have loads less than 18 kilofeet. (TR 2888 
- 2 8 8 9 )  

Like witness Riolo, FCCA ALECs witness McPeak believes t h a t  
load coils on loops less than 18,000 feet  are not needed for voice 
service; therefore, he believes that to charge the ALEC to remove 
the load coil is not proper. (TR 2984) When asked if he would 
agree that prior to digital loop carrier technology it was common 
practice to load all copper loop facilities in BellSouth‘s network 
for voice grade transmission, the witness did not agree and stated: 
\\I would not agree that all loops were loaded, no.” (TR 2984)  

Spr in t  witness Sichter believes if you build an efficient 
forward-looking network, you would not have load coils in t ha t  
network; therefore, the ILEC should not be compensated f o r  removal 
of something that should not have been there in the first place. 
He believes that t h i s  concept recognizes t h a t  in building an 
efficient network you i ncu r  higher loop costs so you do not have to 
put load coils in there. Witness Sichter notes: ‘’ . . .  we 
recognize t h e  FCC rules do not read quite that way and t h a t  they 
permit recovery of the nonrecurring cos ts  of load c o i l  removal.” 
(EXH 107, p .  8) Therefore, unlike Data ALEC witness Murray, Sprint 
witness Sichter believes t h a t  the FCC’s rules as they exist today 
allow that an ILEC should be entitled to recover a reasonable cost 
for removing load coils and bridged tap as par t  of t he  loop 
conditioning process even though load coils and bridged tap may not 
be part of a forward-looking network- Staff notes that Sprint has 
requested reconsideration of that particular part  of the*FCC rules, 
but that request has not been acted upon. (EXH 107, p .  9 )  
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BellSouth believes i t s  proposed loop conditioning charges are 
based on current real w o r l d  networks that include copper facilities 
as a part of its network composition. These charges assume that 
copper facilities will have the required load coils on loops beyond 
18 kft to support POTS services; and, they may have load coils on 
loops less than 18 kft to support PBX and other like services. 
(EXH 61, p .  114) 

BellSouth witness Caldwell agrees with the ALEC witnesses that 
a forward-looking network being designed today would not include 
load coils. She notes that load coils are not included in 
BellSouth's forward-looking loop recurring cost study. With regard 
to witness Murray's comment t h a t  "the incumbent's recurring costs 
and charges for unbundled loops will completely capture the 
forward-looking costs for providing loops free of load coils, 
excessive bridged tap and other devices," witness Caldwell asserts 
that "this is simply not the case." The witness argues that the 
loop portion of BellSouth's cost study provides costs for loops 
free of load coils and bridged tap, but does not include the costs 
for removing them. (TR 1205; TR 1344) She notes: 

I . . the nonrecurring costs BellSouth incurs to 
provision an unbundled loop f o r  an ALEC are incremental 
to BellSouth's capitalized cos ts  associated with 
installing the facilities in the first place. The 
nonrecurring costs reflect the activities required to 
activate the circuit, such that it is working for the 
ALEC and only once BellSouth receives a service request 
from the ALEC. Examples of nonrecurring activities 
include running the jumpers at the cross-box, making the 
physical connection at the Network Interface Device 
( W I D " ) ,  and testing t he  circuit to ensure that it meets 
t h e  transmission requirements set for the specific loop 
ordered. None of the costs of these activities are 
included in BellSouth's recurring costs and therefore, 
there is no double recovery of costs. (TR 1202-1203) 

Similarly, BellSouth witness Varner asserts in rebuttal to 
witness Murray that: 

. . . Ms. Murray incorrectly assumes that the same 
network components are reflected in both the recurring 
and the nonrecurring prices. Recurring and nonrecurring 
cos ts  f o r  services are costed differently because they 
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use network components in different degrees or use 
different components altogether. Recurring prices 
recover one set of costs, e.g. depreciation, cost of 
money and maintenance. Nonrecurring prices recover a 
different set of costs. For example, the cost of the 
technician installing the circuit for used [sic] by the 
ALEC is recovered through a nonrecurring price. Again, 
this nonrecurring cost is fully incurred when the service 
is installed, and must be recovered regardless of how 
long the customer uses the service. (TR 1116-1117) 

Additionally, witness Caldwell asserts that Data ALECs witness 
Riolo's contention that loop conditioning costs are included in 
BellSouth's maintenance costs is false. The witness contends that 
BellSouth is not aggressively removing load coils as part of any 
rehabilitation initiative. She notes that the load coils that are 
currently on loops less than 18 kft have been placed for a specific 
purpose and unless specific trouble occurs in the cable, they are 
not removed. In addition, she argues that it is the ALEC's service 
request that causes BellSouth to incur the c o s t  to remove load 
coils or bridged tap; thus, witness Caldwell believes that 
BellSouth is justified in charging the ALEC for the  activity. (TR 
1203-1204; EXH 61, p .  116) 

BellSouth witness Varner believes that t h e  FCC recognized that 
load coils, bridged taps, etc., are often present on loops,  and 
that the ILEC incurs costs in removing t h e m .  He notes that witness 
Murray's position on charging for loop conditioning does not 
comport with Covad and Rhythm's Petition f o r  Reconsideration of the 
FCC's UNE Remand Order. Witness Varner believes that Covad and 
Rhythms recognize that BellSouth is currently allowed to recover 
its costs for line conditioning. He states: "Obviously, if they 
didn't believe this was the case, then they would not have been 
compelled to petition the FCC f o r  reconsideration of the UNE Remand 
Order." (TR 1128) 

Unlike witnesses Riolo, McPeak, and McMahon, BellSouth witness 
Greer believes that load coils are u s e f u l  on loops under 18 kft. 
He notes: 

The presence of load coils on loops as shor t  as 15 kft. 
reduces the attenuation loss  to some degree but more 
importantly improves the attenuation distortion. It is 
for this reason that in metropolitan areas many loops as 
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shor t  as 12 kft. are loaded in order to improve the 
transmission characteristics for Centrex lines and for 
PBX trunks. (TR 1689) 

In fact, when asked if BellSouth proactively loaded its plant even 
though load coils were not necessary for regular POTS service, he 
replied : 

Yes. This was done in the  OS, when the network’s so le  
purpose was to provide excellent voice grade service, and 
there were enough of those circuits seen forecasted at 
that time to dictate loading your plant. (EXH 110, pp. 
31-32) 

Regarding engineering standards, witness Greer noted that 
BellSouth employs CSA guidelines whenever possible and feasible. 
(EXH 110, p .  13) He contends: 

Outside plant guidelines have never t o ld  you not to load 
loops less  than 18 kilofeet, until in 19 - -  early  OS, 
when the RRD came out and it recommended - - it was a 
recommendation that said not to load loops under 18 
k i l o f e e t .  Before then it was an economical decision 
whether or not you loaded it or didn’t. (EXH 110, p .  34) 

In addition, BellSouth witness Latham acknowledged that 
BellSouth follows the RRD, RD, and CSA standards. He notes that 
for the CSA standards it is his understanding that copper loops 
should be unloaded. For the RRD and RD, when those loops are 
deployed, they should not be deployed with load coils. (EXH 102, 
p.  21) Furthermore, he believes that the standards deal with when 
t he  loop plant is deployed, so while the standard does not c a l l  f o r  
load coils, there are certain situations such as PBX trunks and 
other services that did at least in the past require that load 
coils be put  on those loops.  (EXH 102, pp. 2 2 - 2 3 )  

CONCLUSION 

Staff believes that 7 7  192-194 of the FCC’s UNE Remand Order 
allow ILECs to charge a rate (other than zero)  for loop 
modification on loops over and under 18,000 feet. This belief is 
supported by t h e  statements of BellSouth witnesses Varner and 
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Caldwell, and also Sprint witness Sichter. (Caldwell TR 137; Varner 
TR 1128; EXH 107, p. 9)  

Further, with regard to the disagreement between BellSouth and 
the Data ALECs on the definition of t h e  appropriate nonrecurring 
activities, staff is not persuaded by t h e  Data ALECs’ argument that 
BellSouth’s recurring loop ra tes  fully compensate it for loop 
modification. T h i s  disagreement is specifically addressed in Issue 
8(d). As noted in Issue 8 ( d ) ,  staff is not persuaded by witness 
Murray‘s argument that BellSouth’s nonrecurring costs are included 
in its recurring charges. Rather, staff is persuaded by BellSouth 
witnesses Caldwell and Varner that when an ALEC requests service, 
there are specific activities that occur that m a y  not occur 
otherwise and t h a t  require some activity on the part of BellSouth. 
staff agrees that these activities should be costed and priced 
separately from recurring costs and prices. Further, staff agrees 
with AT&T/WorldCom witness King that non-recurring activities are 
those that benefit only the specific ALEC. (TR 2398-2399) 

In addition, it does not appear that BellSouth violated 
engineering standards as they existed at the time it was 
proactively loading plant. Both Data ALECs witnesses Murray and 
Riolo agree that the CSA guideline apply to newly constructed plant 
or plant rearrangements. Witness R i o l o  acknowledged t h a t  there is 
not  a specific CSA guideline that requires BellSouth to remove load 
coils from loops less  than 18 kft. 

Therefore, staff recommends that the Commission set rates for 
the loop modification elements. At this point in its 
recommendation, staff is not advocating any particular set of rates 
proposed by the parties in this proceeding. As noted above there 
are many different inputs which must be reviewed prior  to 
calculating an appropriate rate. staff will continue its analysis 
by examining each proposed ULM element. 

A.17.1 - TJLM-LOAD COIL/EOUIPMENT REMOVAL - SHORT 

As discussed above, staff believes that some rate other than 
zero is appropriate for loop modification. BellSouth has proposed 
separate ULM rates f o r  loops under 18 kft as well as loops over 18 
kft. Other parties have proposed one rate element that applies to 
both loops over and under 18 kft. Although different rate 
structures are proposed, staff believes that it is appropriate to 
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0 look at loops over and under 18 kft separately because much of the 
testimony by all parties makes this distinction. Therefore, this 
portion of staff’s analysis will address the appropriate rate f o r  
loop modification f o r  loops under 18 k f t .  

There was a great deal of testimony on this element. Although 
the Data ALECs and FCCA ALECs believe a rate of z e r o  is most 
appropriate, they did propose a rate and provided testimony 
regarding t h e  numerous inputs in case this Commission determined a 
rate other than zero should apply. The r a t e  proposed by the D a t a  
ALECs and FCCA ALECs is $8.32 (for both loops over and under 18 
k f t )  . AT&T/WorldCom believe a rate of zero is most appropriate. 
Unlike the Data ALECs they did not propose an alternative rate and 
provided extremely limited testimony on this issue. Sprint, on the 
o the r  hand, provided a significant amount of testimony on the 
inputs although they did not propose a rate (zero  or otherwise). 
BellSouth’s proposed rate for its ULM-Short is $65.40 .  

HOW MANY PAIRS SHOULD BE CONDITIONED AT ONE 
TIME ON LOOPS UNDER 18 KFT? 

One of t h e  most discussed inputs in this entire proceeding w a s  
h o w  many p a i r s  should be conditioned at one time. Recommendations 
by t h e  parties range from 10 pairs to 100 pairs on loops less than 
18 kft. 

* 
In i t s  cost  study, BellSouth assumes t h a t  for loops less than 

18,000 feet 10 pairs will be conditioned a t  the same time. 
According to BellSouth witness Caldwell, this is based on the  
demand f o r  conditioned loops. (TR 137) BellSouth a lso  used this 
10-pair assumption in its cost study for its inters ta te  tariffed 
AD% service, and they believe using the same assumption in t h e  UNE 
cost study ensures consistency. (EXH 61, page 39) 

Of the ten pairs modified, it is expected that on average two 
pairs will be ordered initially by t h e  ALEC, four pairs will be 
used by BellSouth, and the remaining four  pairs will be ordered in 
the future by the same or a different ALEC. The cost of the last 
four pairs is determined as an ULM - Additive. The additive 
applies to ADSL-capable, HDSL-capable, and short unbundled copper 
loops .  (EXH 95, Section 6, pp. 35-36) S t a f f  will address this 
additive later in its analysis. 
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When asked why BellSouth assumed 10 pairs, witness Latham 
noted: 

* . it was determined by various SMEs that, based on 
our experience that we have had within our network and in 
general and then specifically with the experience t h a t  
BellSouth has seen in its tariff ADSL service, that 
conditioning ten pair at a time was t h e  most reasonable 
approach, or a somewhat of a compromise approach, to say 
that unloading ten pairs at a time was reasonable because 
it allowed the requesting CLEC to get the requisite 
number of pairs that we needed to be unloaded, and it did 
not unnecessarily unload more than ten pairs where it can 
potentially be disruptive to existing customers on our 
network. So the ten-pair assumption was used, again, 
based on t he  experience from our SMEs and the input that 
they had given, as well as a concern about not doing more 
than was required, which could potentially be disruptive. 
(EXH 102, p .  8 )  

In addition, witness Latham states that it is his 
understanding that the actual work that is done for loop 
conditioning may differ from the actual cost study assumption. He 
explains : 

. . . the engineers in the field are usually the best 
judge of actually how many pairs can be unloaded at the 
time when a job is actually done. They may go out to the 
field or look at the records, and they may ascertain that 
in this particular cross section that there's only two 
pair that can actually be unloaded for whatever reason. 
Or they may decide that all 25 are best suited to be 
unloaded. So I can't say that each and every time that 
a technician goes out that ten pair and only ten pair are 
unloaded. But in the cos t  study, it's assumed that it's 
ten pair. (EXH 102, pp. 12-13} 

He clarifies that t h e  CLEC would pay the same conditioning cost 
whether two pairs were unloaded or if 25 pairs were unloaded 
because the ten-pair assumption was used. (EXH 102, p .  13) Witness 
Latham notes that BellSouth could have assumed 25 pair in its cost 
study. However, he notes that because the SMEs on t he  project team 
had determined that it was most reasonable to use ten, BellSouth 
used t e n  instead. (EXH 102, p .  14) 
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Data ALECs witness Riolo, Sprint witness McMahon, and 
Coalition witness McPeak disagree with BellSouth's 10 pair 
assumption. (Rio lo  TR 2744; McMahon TR 3164; McPeak TR 2944) Data 
ALECs w i t n e s s  Riolo believes: 

If t h e  Commission allows any recognition of 
"conditioning" as a nonrecurring cost, it is most 
important to the issue of determining a reliable unit 
cost to recognize that "conditioning" old plant should 
always be done for multiple lines at once. (TR 2742) 

Witness R i o l o  argues t h a t  it is a standard efficient 
engineering practice to deload and unbridge more than one loop at 
a time. Further, he notes that the standard practice in the 
industry is to prevent multiple re-entries into outside plant 
splices because multiple re-entries can cause serious deterioration 
in the w i r e  insulation that will cause telephone wires to short 
out. (TR 2743) Witness Riolo states: 

. . . engineers have been instructed to engineer copper 
plant in terms of binder groups of either 25 pairs or 
groups of 5 0  pairs. (A ''binder group" is designated as 
such because, inside a copper cable sheath, groups of 
pairs are segregated into manageable groups of pairs by 
binding such a group of either 25 pairs or 50 pairs with 
a thin color-coded ribbon wound around that group of 
pairs.) Standard engineering practice is to attempt to 
maintain "binder group integrity," that is, to sp l ice  and 
otherwise treat all of the pair [sic] in a given binder 
group as a unit. (TR 2743) 

Witness R i o l o  recommends that conditioning be done, on 
average, 50'pairs at a time. In support of his recommendation he 
notes : 

. . . for loops under 18,000 feet in length, it makes no 
sense whatever from an engineering perspective to 
dispatch a technician to remove load coils and to remove 
anything less than all of the coils currently deployed. 
Load coils are not useful and are harmful to loops under 
18,000 feet. They should  be removed at t h e  first 
opportunity. The t o t a l  number of loops under 18,000 to 
be deloaded at once would therefore range from a minimum 
of t h e  25 pairs on [sic] the binder group with the target 
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XDSL loop to potentially hundreds of pairs t h a t  happen to 
be loaded in multiple binder groups at the same location 
(as loading is done at regular intervals, the load coils 
for various binder groups would be collocated). For 
loops over 18,000 feet, it still makes no sense from an 
engineering perspective to "condition" one l i n e  at a time 
- particularly given the substantial predicted demand for 
xDSL services over the next few years. An efficiently 
managed outside plant operation will always maintain some 
level of available spare. A n  ILEC should "pre-condition" 
a reasonable projection of total spare plant to meet 
anticipated demand for xDSL-based services every t i m e  it 
dispatches a technician and splices are  being opened. 
Therefore, on average, a 25-pair binder group should be 
unloaded even for loops longer than 18,000 feet. 
Combining the over- and under-18,000 feet estimates, 50 
pairs per load co i l  removal dispatch across a l l  loop 
lengths is a reasonable average. (TR 2744-2745) 

Sprint witness McMahon recommends that for loops under 18 k f t  
that 25 pairs be unloaded at a time. However, the witness contends 
that since BellSouth covers more urban areas, with greater customer 
densities and larger cable sizes it should employ a cos t  model t h a t  
assumes even greater efficiencies, such as performing load coil 
removal in greater quantities such as 50 or 1 0 0  pairs at a time. 
(TR 3164-3165) 

Like witness R i o l o ,  witness McMahon appears to base his 
recommendation on t he  idea of binder groups. Witness McMahon 
contends : 

Because cable pairs are generally loaded i n  groups of 25, 
and are not  needed a t  all on loops less than 18,000 feet 
in length, separate costs should be determined based upon 
a more efficient load coil removal process. Sprint 
considers it reasonable to spread the fixed costs of 
accessing the cable pairs across all the pa i rs  that would 
be unloaded in a 25 pair binder group. The incremental 
labor costs associated with unloading 24 more cable pairs 
should be added to the single engineering and travel 
charge and then divided by 25 to determine the cost per 
pair for the entire binder group. (TR 3164) 
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Sprint witness McMahon also believes t ha t  an ILEC such as 
BellSouth, with i t s  extensive retail DSL offering, would be 
inclined to remove load c o i l s  in the most efficient manner possible 
to accommodate those DSL marketing initiatives. He contends these 
initiatives are "pretty impressive." (EXH 106, p .  54) To support 
this contention, the witness states: 

. . . in Florida, according to BellSouth's own website, 
approximately 40 percent of BellSouth's total access 
lines are now ADSL capable. At the end of the second 
quarter of year 2000, BellSouth had approximately 74,000 
DSL and other high speed access products compared to a 
first quarter quantity of approximately 49 customers - - 
I'm sorry, 49,000 customers, which is a 51 percent 
increase in a single quarter. (EXH 106, pp. 54-55) 

Furthermore, Sprint witness McMahon notes that Sprint's research 
indicates tha t  96.8% of loops shorter than 18 kft are not loaded 
within Sprint's ILEC operating territory in the state of Florida. 
He contends that one would anticipate finding an even higher 
percentage of non-loaded loops in ILEC territories t h a t  cover more 
densely populated metropolitan areas where advanced digital 
services are more quickly adopted. (EXH 75, p. 2) 

FCCA ALECs witness McPeak estimates that approximately 224 
loops less than 17,500 fee t  are available for conditioning per each 
location visited by a BellSouth technician. (TR 2942) Witness 
McPeak's analysis is based upon his assumption that the average 
BellSouth cable contains 6 0 0  copper pairs with a fill factor of 
58%, which means that of the  600 loops, 58% or 347 currently are 
being used by BellSouth to provide voice service. (He notes that 
the fill factor was determined by using a weighted average of 
BellSouth's own estimated f i l l  factors and based on witness McPeak 
experience that generally 60% of a network is made up of 
distribution and 40% of feeder.) (TR 2942) 

Witness McPeak then assumed t h a t  BellSouth would set aside a 
certain amount of pairs f o r  the future provision of services. To 
estimate t h e  number of lines that should be reserved for future 
voice demand, witness McPeak relied on population growth data from 
the U S .  Census Bureau, Population Division. He notes t h a t  based 
on the most recent data, Florida's population is growing a t  an 
annual rate of 1.4%. The witness then applied a 5.6% population 
growth rate (over a 4 year time horizon) and assumed a 99% 
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penetration rate for telephone subscribership in order to calculate 
the number of lines that should be reserved to accommodate new 
voice service demand. Based on these numbers, 19 pairs would need 
to be reserved for future voice applications. (TR 2943) 

Witness McPeak further assumes that one-half of all new 
customers will add a second line; therefore, in order to calculate 
the number of lines to be set aside for future voice demand over 
the next 4 years, 99% of new residents are assumed to require new 
voice service, and one-half of those new customers w i l l  require 2 
lines. Based on these numbers, witness McPeak estimated that 29 
lines will need to be set aside. (TR 2943) Then applying the fill 
factor of 5 8 % ,  253 of the 600 pairs per cable are spare. The 
witness then subtracted t h e  2 9  lines that BellSouth would set aside 
for future customers to arrive at 224 loops. Witness McPeak 
asserted that although 224 pairs under 17,500 feet may be available 
for conditioning at an existing location, I have presumed only that 
BellSouth will condition 25 pairs at a time. (TR 2944) 

Witness McPeak argues that there are many reasons for taking 
advantage of the efficiencies associated with conditioning multiple 
pairs. He believes that the time estimates proposed by BellSouth 
will be lowered when conditioning a minimum of 25 loops for each 
dispatch. In addition, he notes that the tools technicians use to 
splice connections are designed to condition multiple pairs. These 
tools generally are either a Lucent 710 25-pair splice connector or 
3M MS2 25-pair splice connector. He argues that with the advent of 
such tools and other similar process enhancements, single pair 
splicing has become an outdated practice in the telecommunications 
industry for decades. (TR 2946) 

Witness McPeak believes another reason for conditioning 
multiple pairs at a time is that multiple re-entries to splice 
closures in order to condition loops can cause serious degradation 
of t h e  wire insulation and can cause failure of the w i r e .  In other 
words, he believes that accessing the same network components over 
and over again has the effect of wearing them out. He argues that 
common sense dictates that it would be more efficient and would 
cause less wear and tear if access occurred as infrequently as 
possible. He believes this can be accomplished by conditioning 
multiple loops at a time. Witness McPeak notes t h a t  the cable 
containing the pairs generally are divided up into twenty-five pair 
binder groups and in most cases, the twenty-five pair binder groups 
are spliced using splicing connectors that actually connect twenty- 
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0 five pair at one time. He believes that t h i s  represents another 
reason why he chose 25 p a i r  as his base number. (TR 2947) 

When BellSouth SME Zitzmann was asked why BellSouth does not 
unload every pa i r  in the binder group if they are all below 18 k f t ,  
he replied: 

Because that will degrade service. Even below 18 
kilofeet it will degrade service. If you're on a loop 
that's loaded and you go pull the load coils, there's a 
noticeable difference. Now it's true that 18 kilofeet 
loops don't require a load, but there are a lot of 18 
kilofeet loops that are loaded and they are giving very 
superior service t o  our customers. (EXH 99, p .  6 3 )  

The superior service concept is echoed by BellSouth witness 
Greer. He notes that in t h e  ' 7 0 s  when the network's sole purpose 
was to provide excellent voice grade service BellSouth proactively 
loaded its plant. (EXH 110, pp. 31-32) Furthermore, witness Greer 
believes that simply removing load coils will result in poor 
customer service unless the loop is redesigned and re-engineered t o  
account for the lack of load coils, or unless the end user's 
service is moved to another similarly loaded loop. He argues that 
in some cases, the end user will perceive a reduction in the 
quality of service after t h e  load coils are removed and in other 
cases, such as with analog data services, once the load coil is 
removed the loop would not function at all until the circuit is 
redesigned or until t h e  service is moved to a similarly loaded 
loop. (TR 1690) 

Additionally, witness Greer argues that there are many reasons 
why it is infeasible t o  unload 25 o r  even 50 pair at one time as 
suggested by other witnesses. He states: 

BellSouth's loop plant must accommodate both POTS 
services and special services, including digital 
services. At any given crossbox there are only t h r e e  
possible loop provisioning scenarios: (1) a l l  loops are 
served entirely over copper; (2) all loops are served by 
Digital Loop Carrier (DLC) ; o r  ( 3 )  some loops are served 
by the  first method(copper) while the remaining loops are 
served by t h e  second method ( D L C ) .  All loop feeder pairs 
in a given crossbox must be capable of serving any loop 
distribution pair in that crossbox. As such, the  feeder 
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pa i r s  must be uniform. If the design of the distribution 
area requires loaded pairs (that is, the longest loop 
served by that crossbox will be longer than 18 k f t ) ,  then 
the entire feeder complement will be loaded. (TR 1691) 

Witness Greer also contends that loops as short as 12 kft are 
loaded in order to improve the transmission characteristics f o r  
Centrex lines and for PBX trunks; therefore, they cannot be 
unloaded. On cross-examination witness Greer clarified t h a t  it is 
not all Centrex lines and PBX trunks, it is j u s t  analog PBX loops 
and analog Centrex lines. The witness did not know w h a t  percentage 
of BellSouth's loops in Florida were either analog PBX loops or 
analog Centrex lines. (TR 1689; TR 1795-1797) In addition, the 
witness noted that certain circuits like lottery circuits and ATM 
machines might need load coils on them. He explains: 

There is still a tendency by some to believe in analog 
data circuits. They are going away more and m o r e ,  but 
analog data circuits by some people's interpretation have 
quicker response time. So f o r  ATM machines, it isn't 
unusual to have an analog data circuit out there. And 
these analog data circuits are  the ones that I've 
mentioned that they can work, they can work very well 
over loaded facilities, and they have been designed. 
They have equipment on there to make a good data circuit 
along with the load coils. And if you remove the load 
coils, then you've changed the settings of your 
equipment, and it has to be reengineered, redesigned, 
dispatched, moved, work has to be done. (TR 1796) 

When asked what percentage of lines in Florida are lottery lines or 
ATM machine lines, the witness replied, ''1 don't have that 
information." He than was asked: "1s there any way for us to know 
or ascertain f rom anyone testifying here f o r  BellSouth how often 
these special circumstances are going to come up?" He replied, 
\\No, to my knowledge, there isn't anyone." (TR 1796-1797) 

On cross-examination, BellSouth witness Greer agreed that when 
the opportunity exists, BellSou.th should unload as many load coils 
as possible. (TR 1789) Witness G r e e r  agreed that BellSouth has 
been conditioning lines, removing bridged t a p  and placing or 
removing load coils for more than ten years. (TR 1798) 
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CONCLUSION 

Because the ra tes  f o r  loop conditioning are being developed 
using a cos t  study rather than on an individual case basis (ICB), 
reasonable assumptions must be made to be used as inputs into the 
study. Staff believes that in general, with the exception of the 
Coalition's 25 pair proposal, the parties' proposals represent 
extremes (i . e., BellSouth proposes 1 0  pair while Sprint proposes 
100 pair). 

It appears to staff t h a t  BellSouth's 10 pair assumption is 
inefficient and unsupported. According t o  the testimony of 
BellSouth witness Latham, BellSouth's 10 pair assumption was 
determined by various SMEs based upon BellSouth experience within 
its own network and specifically with the experience BellSouth has 
seen in its tariffed ADSL service. Prior to using a ten pair 
assumption, BellSouth used its special construction process to 
unload only the requested number of pairs t he  CLEC was asking for. 
(EXH 102, p .  8) At deposition witness Latham was asked to address 
what in BellSouth's experience led them to decide on 10 if 
conditioning up to that point was done based on specific orde r s .  
Witness Latham responded that: 

. . the experience that our people had with the network 
in general and then associated with our - t h e  ADSL 
service that BellSouth offers. I am not the product 
manager for that service, but we had representatives to 
come into the project team to discuss the methodology 
they used for our tariffed services. (EXH 102, p .  10) 

These statements are vague. Specifically, it troubles staff that 
when witness Latham was asked at deposition to -specifically 
elaborate on BellSouth's "experience" he simply repeated his prior 
statements. Additionally, BellSouth noted that it used the 10-pair 
assumption in its cost study for its interstate tariffed ADSL 
service, and that they believed using the same assumption in the 
UNE cost study ensures consistency. (EXH 61, page 39) However, it 
is not  clear to s t a f f  why it would be necessary or beneficial for 
a UNE cost study to reflect the same assumptions used in 
development of a federally tariffed service. 

BellSouth's witnesses provided several other arguments as to 
why loops under 18 kft should only be conditioned 10 pairs at a 
time, One of t h e  primary arguments is that load coils are 
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necessary on loops under  18 kft to provide special services. 
Witness Greer argues t h a t  short loops are loaded in order to 
improve the transmission characteristics for Centrex lines and for 
PBX trunks; therefore, they cannot be unloaded. H o w e v e r ,  on cross- 
examination witness Greer clarified that it is not a l l  Centrex 
lines and PBX trunks, but j u s t  analog PBX loops and analog Centrex 
lines. The witness did not know what percentage of BellSouth's 
loops in Florida w e r e  either analog PBX loops or analog Centrex 
lines. (TR 1689; TR 1755-1797) Furthermore, the witness argued 
t h a t  ce r t a in  circuits like lottery circuits and ATM machines might 
(emphasis added) need load coils. However, when t h e  witness was 
asked for specific facts (Le., what percent of BellSouth's lines 
in Florida are lottery or ATM) he could not provide the 
information. 

S t a f f  believes the special services argument made by witness 
Greer is likely a "red herring." While the witness argued 
stringently that special service could be affected by the removal 
of load coils on short loops, he could not provide specific facts 
related t o  the number of loops in BellSouth's territory that were 
used to provide these special services. Staff believes if special  
services w e r e  such a significant concern BellSouth would have 
provided specific f a c t s  regarding the number of access lines that 
are providing special services in order to show the potential harm 
of deloading those loops. Furthermore, at deposition Sprint 
witness McMahon was asked if he believed that load coils were 
necessary for certain services like Centrex or PBX; he responded 
t h a t  Sprint's experience has been that those types of services have 
not required load coils. The witness was also asked if the removal 
of load c o i l s  and bridged t a p  from a loop being used to provide 
Centrex or PBX have any effect on t h e  customer's services. He 
replied: "Sprint does not use load coils for those services." He 
notes; 

. . . in checking with our engineering folks, no one was 
able to identify any PBX or Centrex trunks t h a t  were 
engineered with load coils. (EXH 106, pp. 29-30) 

Finally, Sprint noted in a discovery response t h a t :  

Certain PBX services required loaded loops. However, 
many PBX customers have migrated to digital service 
interfaces over that past 10-15 years, largely abandoning 
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the need for loaded PBX loops and other loaded cable 
designed special service circuits. (EXH 7 5 ,  pp. 2-3) 

Another argument that BellSouth attempted t o  foster was that 
the reason BellSouth does not unload every pair in a binder group 
if they are all below 18 kft is because it will degrade service. 
While BellSouth SME Zitzmann agrees that 18 kft loops do not 
require load coils, he also believes that there are a lot of 18 kft 
loops with load coils that are providing superior service to 
BellSouth customers. (EXH 99, p .  63) This statement appears to 
contradict the statement of BellSouth witness Caldwell, who notes 
that for loops less than 18,000 feet, the impact of loop 
modification on voice grade service will be minimal since load 
coils neither enhance nor impair the quality of voice transmission 
f o r  loops of that length. (TR 137) Data ALECs witness R i o l o  
believes that load coils are not u s e f u l  and are harmful to loops 
under 18,000 feet. (TR 2745) 

Additionally, BellSouth witness Greer‘s argument that feeder 
pairs must be uniform appears to be flawed. ( T R  1691) At 
deposition witness Greer was asked if this is a ”hard and fast 
rule”; t h e  witness replied, ”no, it wasn’t”. He acknowledged that 
if it were, then you could not condition multiple pairs. (EXH 110; 
p .  49) A Commissioner asked witness Greer if ten is a good average 
given the rapid deployment of data services, would he anticipate 
that it is going to be cost-effective and efficient to be unloading 
more than an average of ten on a going-forward basis? Witness 
Greer replied: “Yes, I will; that when an engineer can see the way 
to unload is unload 25 pa i r s ,  he needs to move in t h a t  direction.” 
(TR 1804-1805) 

L i k e  t h e  BellSouth assumption, witness Riolo‘s assumption is 
based on his experience and beliefs. In an attempt to support h i s  
recommendation that 50 pairs should be unloaded at one time, the 
witness claimed that load coils are not useful and are harmful to 
loops under 18,000 feet. (TR 2745) However, the witness d i d  not 
provide any testimony regarding the specific harm that results from 
having load coils in place on loops under 18 kft. Hence, staff is 
not persuaded by witness Riolo‘s claim of h a r m  and accepts 
BellSouth’s claim t h a t  some (not many) special services lines 
require load coils. 

Furthermore, staff does not recommend endorsing Sprint witness 
McMahon’s contention that since BellSouth covers more urban areas,  
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with greater customer densities and larger cable s i z e s ,  it should 
employ a cost model that assumes even greater efficiencies, such as 
performing load coil removal in greater quantities such as 50 or 
100 pairs at a time. (TR 3164-3165) While logic may imply that 
larger cable sizes and more densely populated areas would tend to 
lead to greater efficiencies, staff does not believe there is 
sufficient record evidence to support this claim. 

of the various proposals, staff finds t h e  Coalition witness 
McPeak's 25-pair proposal most reasonable'? Staff believes that 
there are efficiencies associated with unloading, on average, 2 5  
pairs at a time. First, staff believes that because cables are 
grouped in 25-pair increments {Le., a b i n d e r  g roup) ,  it seems 
reasonable that once a technician opens a splice case that all 
pairs within the 25-pair binder group would be unloaded. (McPeak TR 
2947; R i o l o  TR 2743; McMahon TR 3164) Second, staff  believes that 
multiple re-entries into the cable splice can cause damage to the 
pairs contained in that splice. Furthermore, BellSouth's own 
witness acknowledged that when an engineer can see the way to 
unload 25 pairs, the engineer should do so. (TR 1804-1805) 

staff notes that its 25-pair recommendation is not a mandate 
that each time BellSouth personnel receive a conditioning request 
25 pairs must be conditioned. Staff believes that there may be 
times when unloading multiple binder groups (Le., 50 or  100 p a i r s )  
may be necessary and efficient and there may be times that 
unloading only 2 pairs is appropriate. As noted by BellSouth 
witness Latham, BellSouth's field engineers are usually the best 
judge of how many pairs actually can be unloaded at the time a job 
is done. He acknowledges sometimes it is t w o  pairs, other times it 
may be 25 pairs. (EXH 102, p .  13) Therefore, staff recommends that 
BellSouth's cost  study input for deloading short  loops be changed 
from 10 pairs to 25 pairs at one time. 

I3While staff agrees with witness McPeak's 25-pair proposal, s t a f f  does 
necessarily support the calculations made by the witness to demonstrate that 
BellSouth would have 224 pairs available for conditioning on loops under 17.5 
kft. (TR 2942) 
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Description 
% of loops with 2 load coils 
5; of loops with 3 load coils 
Weighted Average (Sum of above) 

HOW MANY LOAD POINTS ARE THERE, ON AVERAGE, 
PER LOOP UNDER 18 KFT? 

% No. Load Coils x % 
90 1.8 
10 0.3 

2.1 

Another area of disagreement is with regard to how many load 
points, on average, are present on short loops (under 18 k f t ) .  In 
its cost study, BellSouth assumes that an average of 2.1 load coils 
are present on copper loops less than 18,000 feet. BellSouth 
witness Greer contends that the  ALECs: 

. . . demonstrate a lack of familiarity with BellSouth's 
network when they-assert that no loop under 18 kilofeet 
can ever have more than two load coils. To the  contrary, 
it is an acceptable practice that loops as short as 15.1 
kilofeet to have three load coils, if bridge tap is there 
to minimize the  presence of load coils. (TR 1714) 

He notes that in accordance with this industry practice, BellSouth 
assumes, fo r  purposes of i t s  cost study, that 90% of the loops will 
have t w o  load coils and that 10% of the loops can have three. 
These percentages form the basis for the cos t  study assumption that 
2.1 load coils will be removed on average from a loop less than 18 
kilofeet. (TR 1714-1715) The weighted average is based on the  
following output: 

According to Sprint witness McMahon, it would be inconsistent 
with standard OSP engineering rules for customer end sections t o  be 
located within 3,000 feet of a load point. Therefore, he believes 
that load point number three, normally around 15 kft, should not be 
considered or included in any loop conditioning costing equations 
for loops that are shorter than 18 kft. (TR 3180) 

BellSouth witness Greer believes that Sprint witness McMahon 
is mistaken in his statement that OSP engineering rules prohibit 
load coils within 3 kft of the end u s e r .  Witness Greer contends 
that OSP engineering rules allow the distance from the load coil to 
the end u s e r  to be as little as 100 feet if 3 kft of bridged tap is 
present at that point on the loop. (TR 1692) In support of this 
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position, witness Greer refers to Bell System Practices, Addendum 
902-115-101 SB, Issue B, October 1975, which provides: 

minimum end section plus bridged tap f o r  loaded loops is 
3 kft. The bridged tap allows proper transmission 
performance since the capacitance of the bridged tap 
section equalizes the load coil inductance for customers 
less than 3 kft from the load coil. (TR 1692-1693) 

Thus, witness Greer believes that there are  instances where a loop 
less than 18 kft will have three load coils installed. (TR 1692- 
1693) 

Witness Greer f u r t h e r  asserts that the network is designed and 
constructed assuming a ”worst case” regarding loop length within a 
serving area.  For  instance, he contends that a third load coil may 
be required on feeder pairs within 18 kft of the central office to 
serve customers who are located 21 kft from the central office. 
Therefore, he believes it is not unusual to have customers within 
18 kft of t h e  central office using loops that have three load coils 
so that other customers beyond 18 kft from the central office, w h o  
are served over that same complement of loop facilities, will also 
have proper transmission performance. (TR 1693-1694) 

Neither Coalition witness McPeak or Data ALECs witness Riolo 
focused specifically on this assumption. In f a c t ,  although no one 
is now sponsoring witness McPeak’s proposed rates, he used the same 
2.1 load coil assumption f o r  loops under 18 kft in his study. (TR 
2987-2988) In his testimony, witness Riolo notes that load coils 
were deployed, starting only when a copper loop reaches 18,000 feet 
i n  length, at 6,000-foot intervals, starting with three locations 
(at 3,000 feet, 9 , 0 0 0  feet, and at 15,000 feet). H o w e v e r ,  witness 
Riolo does not specifically address load points on loops less that 
18 kft. He assumes three load points in h i s  study; however, his 
study is a meld for all loops (those over and under 18 kft). (Riolo 
TR 2752-2755)  

CONCLUSION 

staff notes that based on calculations performed by staff, 
does not believe that the 2 load point assumption proposed 
sprint versus the 2.1 load po in t  assumption made by BellSouth 
material. By changing only the load point assumption from 2.1 

it 
by 
is 
to 
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2 fo r  a l l  loops under 18 k f t ,  the NRC was reduced by $2.00. This 
is approximately a 3% reduction in the rate. 

Staff believes that BellSouth's third load point assumption is 
based OR specific circumstances occurring which appear to be the 
exception and not t h e  rule. At deposition witness Greer 
acknowledged that there is no way of knowing how often a load coil 
will be 1 0 0  feet  from t h e  house with bridged tap going 3,000 feet, 
on t he  same loop. (EXH 110, pp. 63-65) Staff believes that by 
assuming this third load point will only be present 10% of the 
time, BellSouth concedes that this situation will occur 
infrequently. Therefore, s t a f f  believes that BellSouth's 10% 
assumption regarding the third load coil is reasonable and 
recommends us ing  t h e  2.1 load point assumption in the cost study. 

ON AVERAGE, WHAT PERCENTAGE OF LOAD COILS ARE UNDERGROUND, 
AERIAL, OR BURIED? 

In its cost study BellSouth has assumed that on average 90% 
of the time load coils will be removed from t h e  underground plant 
and 1 0 %  of the time load coils will be either in the aerial or 
buried plant. (EXH 95, Section 6, p .  35) 

@ 
According to BellSouth witness Greer, the assumption that load 

coil removal involves 90% underground plant  and 10% aerial/buried 
plant distribution is based on the fact that, in metropolitan w i r e  
centers, the plant is predominantly built underground in the area 
close to the  central office. He. notes that the vast majority of 
BellSouth's central offices t h a t  serve metropolitan areas have 
underground structures for  the placement of large underground 
cables and associated load coils. Smaller, rural central offices 
use  aerial or buried facilities directly from the central office. 
(TR 1695) He contends: 

. . . competition for DSL services is developing first in 
metropolitan areas, most of t h e  work involved with 
conditioning loops for xDSL will be in metropolitan 
settings and will involve predominantly underground 
facilities. Certainly that has been BellSouth's 
experience to date. In those instances where there are 
only two load coils, which is ninety percent ( 9 0 % )  of the  
time, both load coils will fall within 9 kft of the 
central office and will, generally, be placed in 

- 524 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

underground facilities. Even if there is a third load 
coil located within 15 kft of t he  central o f f i c e ,  this 
load coil will likely be placed, as well, in underground 
facilities in metropolitan settings. (TR 1695-1696) 

In response to discovery asking f o r  all documents which 
support its plant mix estimate, BellSouth stated: ”This is a verbal 
input from a Network Subject Matter Expert. No documents or other 
supporting items are available.” (EXH 61, p. 705) 

Data ALEC witness Riolo assumes that the first t w o  load coil 
locations involve underground cable at manhole locations 1 0 0  
percent of the time. L i k e  witness Greer, he supports his 
assumption based on experience. Witness Riolo explains: 

Generally it has been my experience in the industry that 
in more urban environments, certainly, the cable f r o m  t h e  
office as it emanates out into the field would be out of 
sight, would be usually in a conduit manhole environment 
and hence underground. . I . I think it would be a very 
conservative estimate . . . to say that the f i rs t  9,000 
feet of cable coming from an office would typically be in 
an underground environment. (EXH 89, pp. 41-42) 

Witness Riolo believes his estimates are conservative; he notes 
that in looking at ARMIS data ,  which is data that is reported by 
BellSouth to the FCC, only 11.5 percent of BellSouth’s plant is 
underground. So the witness believes that BellSouth has a 
relatively smaller amount of underground plant and t h a t  he is 
making a broad conservative assumption that t w o  of t h e  load points 
would occur underground. (EXH 89, pp. 43-44) 

The Coalition witness McPeak disagrees with BellSouth’s 
assumption regarding the location of load coils. He contends: 

Yes, I have an opinion on that based on the fact that 
loop conditioning doesn’t only take place in metropolitan 
areas for  xDSL services. When we are looking at loop 
conditioning, we have to take into consideration that 
this will be taking place in rural areas and suburban 
areas where actually xDSL was designed to accommodate 
customers. (TR 2992) 
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He notes that if 90% of all conditioning 
underground facilities, it assumes that most loops 

takes place in 
are contained in 

underground facilities nearly 18,000 feet from the w i r e  center. He 
believes this is a drastic overstatement of the presence of 
underground facilities within the network. (TR 2954) He asserts 
that typically as a cable extends from the w i r e  center it 
transitions from underground plant to aerial plant and then to 
buried plant. (TR 2954) Furthermore, the witness believes that 
BellSouth’s cost model seems to contradict its assumption that 9 0 %  
of conditioning occurs in underground facilities because it 
inexplicably assumes that bridged tap removal will occur equally in 
underground, aerial, and buried facilities. (TR 2954) 

In his analysis, witness McPeak made an overall assumption 
that load coils would be found in aerial, buried, and underground 
facilities each 33 percent of the time. He did not make any 
assumption as to where one would find each individual load coil 
(i,e., fist load point, second load point, etc.). (TR 2992-2994)  

Sprint witness McMahon a lso  disagrees with BellSouth’s 
assumptions. He believes that BST’s costs are not based upon 
realistic underground, buried, and aerial p lan t  mix factors. He 
notes that Sprint researched its outside plant records in Florida 
and found that the first load point is within underground plant 
5 9 . 2 %  of the time. The second load point was found to be in 
underground plant 51.6% of the time. He argues that these 
percentages do not support  BST‘s 90% underground assumption 
utilized in the BST cost model. (TR 3178) 

Witness McMahon notes that the cost associated with accessing 
cable pairs is significantly higher when technicians need to obtain 
access in underground OSP facilities versus aerial/buried OSP 
environments. He notes that BST makes no acknowledgment of plant 
m i x  differences between load points #1 and #2. He believes that 
load point #2 will be found in aerial and buried plant more often 
than load point #I. (TR 3179) Witness McPeak also contends that 
conditioning becomes less expensive as the network moves from 
underground to aerial/buried facilities. (TR 2962) 

CONCLUSION 

Staff believes BellSouth‘s assumptions regarding this input 
are not supported by the evidence it has provided in this 

0 
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proceeding. To begin with, BellSouth witness Greer contends that 
the basis for BellSouth's 90% underground assumption is that in 
metropolitan areas the plant is predominantly underground near the 
central office, and the witness notes that BellSouth's experience 
to date has been that competition for DSL services develops first 
in metropolitan areas. Therefore, he argues that the  w o r k  involved 
in conditioning loops fo r  xDSL will be in metropolitan settings and 
will involve predominantly underground facilities. (TR 1695-1696) 
In addition, in response to discovery BellSouth noted that i ts  90% 
assumption is '' . . . based on estimates of BellSouth subject 
matter experts." (EXH 61, p .  2084) It is not clear to staff if the 
SME's estimates are also based upon "BellSouth's experience to 
date" as alluded to by witness Greer or if they are based on some 
o t h e r  information. Staff finds it troubling that given the 
opportunity to provide support for its own study input, BellSouth 
did not provide any factual information.14 

As indicated by Sprint witness McMahon, costs associated with 
accessing cable in the underground environment are greater than 
accessing cable in t h e  buried or ae r i a l  environment. (TR 2178-2179) 
This is evident in BellSouth's own cos t  study. For example, 
BellSouth's total outside plant work time for load coil removal on 
short underground loops is 51.03 minutes per pair. However, it 
assumes only 4.41 minutes per pair to remove load coils in 
buried/aerial plant. (EXH 95, FL-ULM.xls, p .  11) 

Furthermore, witness McMahon asserts that BellSouth makes no 
acknowledgment of plant mix differences between load points. (TR 
2692) Staff believes that there may be differences in the plant 
mix the further a load coil is from the central office- Based on 
the data Bellsouth provided regarding its plant m i x  ( 5 6 . 3 9 9 8 %  
buried; 27.0688% a e r i a l ;  16.5314% underground (EXH 61; p .  144))' 
s t a f f  does not believe that it is reasonable to assume that, on 
average, 90% of the time 2.1 load coils w i l l  be underground in 
BellSouth's territory. 

As noted above, s t a f f  does not believe that BellSouth has 
provided adequate evidence to support its 90% assumption. The only 
empirical data was that provided by Sprint. Sprint's data reveals 
that in its Florida territory, the first load point is underground 
5 9 . 2 %  of the time and the second load point is underground 51.6% of 

I 4 S t a f f  notes that BellSouth was asked to provide information to support 
this input on two separate occasions. (EXH 61, pp. 705 and 2 0 8 4 )  
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the time. (TR 3178) By contrast BellSouth is assuming that 9 0 %  of 
the time 2.1 load coils will be in underground plant. 

Staff believes that although BellSouth and S p r i n t  serve 
different territories, Sprint's statistics regarding its load 
p o i n t s  are telling. However, because BellSouth's territory is more 
densely populated, staff believes that it likely would have more 
underground plant than Sprint; therefore, merely applying Sprint's 
data would not be appropriate. Accordingly, because staff cannot 
find any supporting testimony for BellSouth's 90% assumption, and 
the only empirical data is that from another ILEC's serving 
territory, s t a f f  finds it reasonable to assume that on average 
BellSouth 2.1 load points will be underground 75% of the time. 
Because staff's assumption approximates the mid-point between the  
empirical data  provided by Sprint and BellSouth's proposals, s t a f f  
believes it is reasonable given t h a t  BellSouth serving territory is 
more densely populated and the evidence provided here. 

WORK ACTIVITIES AND WORK TIMES 

BellSouth proposed the following work times and work 
activities for conditioning loops under 18 kft. 
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Service Inquiry 

TABLE 11-2 
BELLSOUTH'S PROPOSED WORK TIMES & ACTIVITIES FOR ULM-SHORT 

LCSC receives SI, validates fox accuracy & 
processes f o r  billing. 

Description 

Connect & T e s t  
(Underground) 

Work Activities 

O S P  Construction sets up manholes ( 2  h r s  ea.); 
opens/closes (1 hr.) ; deloads pairs (1 1x hr.) 
(Assumes 2.1 load coils removed.) 

Work Time 
(Min. ) 

Connect & T e s t  
(Buried/Aerial) 

Service Inquiry 

O S P  Construction set-up (1 h r . ) ;  opens/closes 
splices (1 hr.); deloads pairs (1 3 hr.) 
(Assumes 2.1 load coils removed.) 

CRSG/Acct Team receives Service Inquiry (SI) 
from CLEC; forwards to OSPE for handling. Once 
OSPE responds with Estimated Completion Date 
(END),  CRSG follows up w/OSPE until job is 
completed. 

Travel 

~ .~ 

0.75 

OSP Construction travels to load coil/equipment 3.00 
si tes  

0.75 

Engineering I OSPE receives SI from CRSG, verifies load 
coil/equipment locations in plats. (Engineering) 

22.50 

OSPE codes, assigns job  number and returns to 11.67 I CRSG. (Clerical) Engineering I 
1 Engineering I AFIG receives job from OSPE and posts records ~ I 5.01 

51.03 

4 -41 

For this issue, it appears that the intervenors specifically 
focused on the actual activities involved in unloading the pairs 
( the  connect and t e s t  activities in BellSouth's study). There was 
little testimony, if any, which addressed the work times f o r  
service inquiry, travel, or engineering for loop modification. 
staff found that many of the intervenors addressed these items 
under other  issues, primarily Issue 8 ( d ) .  Therefore, this portion 
of staff's recommendation will address t h e  specific activities and 
work times for unloading the pairs. 

At hearing, Data ALECs witness Riolo performed a live 
demonstration of load coil removal. This demonstration was video 
taped. (Riolo TR 2778-2784; EXH 147) In addition, at hearing 
BellSouth presented a video taped demonstration of load coil 

- 529 - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6 ,  2 0 0 1  

a removal from its underground plant which was narrated by BellSouth 
witness Greer". (Greer TR 1717-1732; EXH 117) 

Staff believes both demonstrations have merit and w e r e  
effective in illustrating some of the steps necessary when 
conditioning loops; however, staff believes that both presentations 
represented extremes. To begin w i t h ,  Data ALECs witness Riolo's 
demonstration was done in a controlled environment (the PSC's 
hearing room), with a "mock up" of what he believes would be found 
in the outside p l a n t .  (TR 2789) Staff believes t h i s  would be 
considered ideal environmental conditions. (Riolo TR 2788) In 
contrast, BellSouth's video tape showed an actual conditioning job 
in a BellSouth manhole. The manhole w a s  full of water and required 
that a duct leak be repaired p r i o r  to even beginning the 
conditioning job. (Greer TR 1720) BellSouth witness Greer 
acknowledged t h a t ,  from a time perspective, the job shown on the 
BellSouth video tape did not- appear to be a typical job. (TR 1821) 
Hence, s t a f f  views these demonstrations as examples of what can 
occur when removing load coils. Staff notes that in this cost 
study the t a s k s  and task times recommendations are meant to 
represent average loop conditioning scenarios, not t h e  occasional 
extremes (either good or bad) which may be encountered. This is - 

because the desired result is an average conditioning charge per 
loop, ra ther  than individual case basis (TCB) pricing. a 

BellSouth's activities and work times for conditioning loops 
under 18 k f t  are found in its cost study, specifically in file FL- 
ULM.xls. (EXH 95) BellSouth witness Caldwell explains that 
BellSouth's SMEs provided input into t he  nonrecurring cost 
development. They provided the process flow, the work centers 
involved, any probabilities that may be required, and the time 
required by work center. (TR 132-133) According to BellSouth, the 
SMEs, work experience and expertise qualify them to provide t h e  
data used in BellSouth's cost study filing in this proceeding. (EXH 
61, p .  9 4 )  

In its study, BellSouth did not specifically itemize each 
physical activity required to condition loops under 18 kft. For 
example, BellSouth claims it takes 120 minutes for Outside Plant 
Construction (OSPC)  to set up a manhole; however, the study does 

"According t o  BellSouth, its videotape was 
motion study b u t  r a the r  j u s t  to show the tasks t h a t  
the loop. (TR 1730) 

not submitted as a time and 
are involved in conditioning 
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TABLE 11-3 
BELLSOUTH'S OSPC LOAD COIL REMOVAL SHORT-UNDERGROUND APPLICATION 

Step  Description Task ( m i n .  ) 
1 OSPC sets up manholes 
2 OSPC opens/closes splices 60.00 

T o t a l  WoxkTime-ULM-LC-Short-Underground 51.03 

120.00 

3 OSPC deloads 10 p a i r s  90 I 0 0  

not detail what 
ULM-xls, p .  11) 
activities and 
modification in 
study includes 
conditioned, 2) 
90% probability 

TABLE 11-4 
BELLSOUTH'S OSPC LOAD COIL REMOVAL SHORT-BURIED/AERIAL APPLICATION 

Step Description Task (min.) 
1 OSPC set up 60.00 

60.00 2 OSPC opens/closes spl ices  
90.00 3 OSPC deloads 10 pa i r s  

Total WorkTime-ULM-LC-Short-Buried/Aerial 4 . 4 1  

tasks are included in t h e  120 minutes. (EXH 95, FL- 
The tables below contain BellSouth's proposed 

work times (i.e., connect & test) for loop 
underground plant and aerial/buried plant. The 
the following assumptions: 1) 10 pairs will be 
there are 2.1 load points on a short loop, and 3) 
the load points will be underground (10% will be in 

the buried/aerial plant). (EXH 9 5 ,  FL-ULM-xlS) 

According to BellSouth witness Greer, even where the parties 
agree t h a t  a particular w o r k  activity is necessary, there is still 
disagreement as to t h e  time required to perform the activity. 
Witness Greer contends that given these work activities are 
performed by BellSouth personnel on BellSouth's network, BellSouth 
is in the best position to know which activities are necessary and 
how much time it takes. (TR 1713) When witness G r e e r  was asked if 
he is BellSouth's task time expert on conditioning he replied, 
'no." (TR 1758) BellSouth witness Latham was a lso  asked if he was 
testifying as an expert as to t h e  work activities that go into loop 
conditioning; he too replied, "no. " (TR 1861) 

S p r i n t  witness McMahon believes that one of the main reasons 
that BellSouth's NRC for loop modification is not reasonable is 
because they do not use  contractors. He contends that Sprint pays 
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significantly less to splicing contractors to perform the same work 
activities in Florida, than the BellSouth model qenerates based 
upon BellSouth's work time estimates. (TR 3173)  The  witness 
believes a specific apples-to-apples example is with load coil 
removal. Witness McMahon explains: 

To perform this activity, there are three main functions, 
1) set-up, 2 )  open and close splice enclosure and 3 )  
deload cable pairs. While there are cost differences 
involving the first two functions as well, this example 
focuses on the third function only; the actual 
"deloading" of the cable pairs. 

sprint is paying contractors at a much lesser cost to 
perform these same work activities in Florida than what 
BellSouth claims it costs to utilize its own workforces. 
Sprint pays contractors an average of $3.06 per cable 
pair for this activity in underground plant and an 
average of $1.61 per cable pair when in aerial or buried 
plant. The BST cost model allots 1.5 hours for the same 
work in a l l  three OSP environments. Assuming BST's 
average 'Cable Splicer" labor r a t e  is $44.06 per hour, 
one can see why Spr in t  considers BST's charges excessive. 
Sprint pays contractors an average of $1.61 to deload 
cable pair i n  aerial and buried plant while BST cost  
model allocates something closer to $6.61 per cable pair 
(44.06 x 1.5 hrs/lO). This difference is less dramatic 
when working in underground plant ($3.06 vs. $6.61) , 
but is still significant. (TR 3173-3174) 

At deposition witness McMahon w a s  asked to assume that 
BellSouth does not use contractors for a particular work activity 
but, rather, uses i ts  own employees. He was then asked 'Is it 
Sprint's position that cost for that activity should nonetheless be 
developed using contractor rates as opposed to t h e  actual rates 
BellSouth pays its employees?" The witness replied: 

Yes, absolutely. I believe that, if BellSouth chooses to 
implement inefficient processes for t he  implementation of 
UNEIs that are ordered, it should not be reimbursed or 
paid NRC's that are based upon those inefficient 
processes when more efficient processes are readily 
available such as the use of contractors for a particular 
work activity. If BellSouth chooses not to employ a more 
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1 
2 
3 
4 

efficient process, why should the CLEC's be penalized by 
paying those higher NRC's t h a t  result? (EXH 106, pp. 22-  
23) 

Description T a s k  
min. 

Travel time to underground splice location. 20 
Set up work area protection and underground work site. 5 

Buffer cable/Rerack cable/set up splice. 5 
Pump and ventilate manhole. 15 

Data ALECs witness Riolo believes t h a t  if t h e  Commission 
e lec ts  to permit BellSouth to impose conditioning charges, then  
such charges should be based on engineering practices generally 
employed in t h e  telecommunications industry and on reasonably 
efficient task time estimates. (TR 2752) He recommends t h a t  the 
Commission use  the following work steps and time estimates to 
determine t h e  costs involved in removing load coils from 
Underground, aerial, and buried locations: 

5 
6 
7 

TABLE 11-5- UNDERGROUND CkBLE LOAD COIL REMOVAL IN A MANHOLE 

~~ ~~ ___ ____ ~~ ~ 

Open splice case. 5 
Identify pa i r s  to be deloaded f o r  15t 25-pair binder group. 5 
Bridqe 25-pair bndr. qrp. fo r  service continuity i f  necessary. 5 

8 
9 

~~ 

Remove/sever connection from main cable to load 'inI/'out taps. 3 
Rejoin / splice 25-pair binder qroup throuqb main. 5 

10 
11 
12 
13 
14 
15 
16 
17 
18 

Remove bridging modules from Step 7. 2 
Identify pairs to be deloaded f o r  2nd 25-pair binder group. 5 
B r i d g e  25-pair bndr. grp. for service continuity i f  necessary. 5 
Remove/sever connection from main cable to load 'inl/Ioutl taps. 3 
Rejoin/splice 25-pair binder group through main cable. 5 
Remove bridging modules from Step 12. 2 
Clean, reseal ,  and close splice case. 10 
Rack cables, pressure test cables in manhole. 10 
Close manhole, stow tools, break down work area protection. 1 0  

- 5 3 3  - 

T o t a l  Minutes 
Total Hours 

No. Technicians 
Total Timesheet Hours 

No. Locations 
Total Hours 

P a i r s  deloaded 
Minutes per pair 

(Source:  Riolo TR 2753) 

120 
2.00 
2 

4.00 
2 
8 
50 
9.6 
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TABLE 11-6 AERIAL CABLE LOAD COIL REMOVAL AT A POLE (50% OCCURRENCE) 
Description 

Travel time to aerial s p l i c e  location from underground splice 
Set up work area protection. 
Set up ladder or bucket t r u c k .  
Open splice case. 
Identify PIC pairs to be deloaded for 1st 25-pair binder group. 
B r i d g e  25-pair binder gmup for service continuity if necessary. 
Remove/sever connection f rom main cable to load 'in'/'out taps. 
Rejo in / sp l i ce  25-pair binder group through main cable. 
Remove br idg ing  modules from Step 6. 
Identify pairs t o  be deloaded for 2nd 25-pair binder group. 
Bridge 25-pair binder group for service continuity if necessary. 
Remove/sever connection from main cable to load 'in'/'out taps. 
,Rejoin/splice 25-pair binder group through main cable. 
  remove bridging modules from Step 11. 
,Clean, reseal, and close splice case. 
,Secure splice case to strand and clean up work area. 
!close a e r i a l  site, stow tools, break down work area protection. 

Total Minutes 
T o t a l  Hours 

No. Technicians 
Total Timesheet Hours 

No. Locations 
Tota l  Hours 

Pairs  deloaded 

2 
3 
7 

Task 
min. 
10 
5 
10 
5 
2 
5 
3 
5 
2 
2 
5 
3 
5 

2 

10 
10 
10 
94 

1.57 
1 

1.57 
0.5 
0.78 
50 

4 
5 
- 
6 
7 
- 
8 
9 
- 
~ 

10 
11 
- 
12 
13 
- 
~ 

14 
15 
- 
~ 

16 
17 
- 
- 

Minutes per paid 0.94 
Source: Riolo TR 2754) 
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1 
2 
3 
5 
6 
7 
8 
9 
10 
11 
1 2  
13 
14 
16 
17 

Description Task 
min. 

Travel time to buried splice location from underground splice 10 
Set up traffic cone at rear bumper of truck. 1 
Walk to site iS open splice pedestal. 2 
Identify PIC pairs to be deloaded €or 1st 25-pair binder group. 2 
Bridge 25-pair binder group for service continuity if necessary. 5 
Remove/sever connection from main cable to load 'in'/Iout taps. 3 
Rejoin/splice 25-pair binder group through main cable. 
Remove bridging modules f r o m  Step 6. 2 
Identify pairs to be deloaded fo r  2nd 25-pair binder group. 2 
Bridge 25-pair binder group for service continuity if necessary. 5 
Remove / sever connection from main cable to load 'in' & 'out  taps .  3 
Rejoin / splice 25-pair  binder group through main cable. 5 
Remove bridging modules from Step 11. 2 
Secure splice within buried pedestal and clean up work area. 3 
Close down buried site, stow tools and traffic cone. 5 

5 

T o t a l  Minutes 55 
Total Hours 

No. Technicians 
Total Timesheet Hours 

No. Locations 
Total Hours 

P a i r s  deloaded 
Minutes per pair 

Witness Riolo's proposal assumes the following: 1) 50 pairs will be 
conditioned, 2 )  there are 3 load points on a shor t  loop, and 3) the  
first 2 load points will be underground and t h e  third load point 
will be buried 5 0 %  of the time and aerial 50% of the time. 

0.92 
1 

0.92 
0.5 
0.46 

5 0  
0.55 

Witness Riolo's recommendations are for conditioning loops 
both over and under 18 kft. His recommended tasks and task t i m e s  
are based on: 

. . . personal experience i n  having performed the 
functions and supervising t h e  functions. In runn ing  an 
operation as  district plant manager in charge of 
construction and maintenance, I have had a variety of 
experiences throughout my extensive career. And, again, 
having personal experience with it and supervising those 
who have done it, this is my expert opinion. (EXH 89, p .  
4 4  1 
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The Coalition witness McPeak believes that BellSouth has 
overstated the times involved in conditioning pairs, leading to 
over-inflated rates for conditioning. Further, he contends that 
BellSouth provided no support in its testimony to justify the time 
intervals it has proposed. (TR 2948) 

In his direct testimony witness McPeak provided a table 
comparing BellSouth's activity times to what he believes are the 
appropriate activity times. (TR 2 9 5 0 )  Staff has several concerns 
with the comparison table presented in witness McPeak's testimony. 
TO begin with, the witness does not  provide the source from which 
he obtains BellSouth's activity time proposals. Second, prior to 
the table, the witness provides a description of each conditioning 
function category and the amount of time BellSouth has included in 
i ts  study. The witness lists 3 separate loop conditioning elements 
(A.17.1, A.17.2, and A.17.3); because the table is not labeled 
s t a f f  is not sure if witness McPeak's proposed activity times are 
applicable to all three elements listed or if it is just f o r  
element A. 17.1 which is being addressed here. Finally, witness 
McPeak' s table compared BellSouth's proposed times based on i ts  May 
1, 2 0 0 0  filing, not its revised filing of August 16, 2000. Witness 
McPeak f i l e d  supplemental direct testimony but did not revise his 
table. (TR 2965-2967) In his supplemental testimony the witness 
acknowledged that BellSouth made changes in its cost model, but he 
did not consider those changes in his analysis to calculate rates. 
(TR 2966) Accordingly, staff did not reproduce witness McPeak's 
table as filed; however, staff has provided a table below with 
witness McPeak's recommended activity times and BellSouth's m o s t  
recent proposed activity times. 

0 
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* Assumes conditioning 10 pairs. 

Witness McPeak provided the following explanations to support 
his recommended activity times. However, staff notes t h a t  the 
BellSouth assumptions witness McPeak refers to in his discussion 
are not from the most recent study. 

Service Inquiry - BellSouth assumes t h a t  it takes 90 
minutes to process and follow up on an order to establish 
the proper billing to the customer. Generally, most all 
service order activity is processed in electronic format, 
and I believe that my colleague Mark Stacy has testified 
to the fact that in fact BellSouth is required under 
federal law and by this Commission to provide electronic 
ordering and provisioning. The customer service 
representative accesses the electronic database, enters 
the appropriate information in electronic format and then 
processes the appropriate billing information. Since t h i s  
whole process can be done electronically, the only real 

16Although no one is sponsoring witness McPeak’s rates, his testimony was 
not stricken from the record. 
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time assumed is the time for  entering the information 
into the computer. Therefore, I have adjusted the 
activity time to 30 minutes for the total Service Inquiry 
process. (TR 2951) 

Engineering - BellSouth assumes that all engineering 
activities take 6 hours. When an Engineer receives an 
order from customer service (which can usually be 
transferred electronically), he reviews the order for the 
pertinent information. He then starts to review t h e  
outside plant records to see where the inhibitors lie 
within the loop. Since many companies have transferred 
outside plant records into Computer Aided Design Systems, 
the Engineer has the ability to electronically review the 
records. After locating the inhibitors within the loop, 
the engineer simply processes the information 
electronically and sends it to Customer Service so that 
a technician may be dispatched. Once again, since the 
Engineer has the ability to process the majority of the 
information electronically, t h e  proper time f o r  the 
activity is 90 minutes. (TR 2951-2952) 

Connect & Turn-Up and Test - Bellsouth assumes t h a t  it 
takes 4 - 5  hours t o  perform conditioning activities in 
underground plant facilities and 3.5 hours in buried or 
ae r i a l  plant. I have performed these activities myself, 
however, and based on my actual experience I know that 
these times are drastically overstated. First, BellSouth 
assumes that it takes 2 hours to set up a manhole. 
Manhole and worksite preparation, however, can easily be 
done in less than 30 minutes. BellSouth then assumes that 
it takes 1 hour to open and close a splice c losure .  This 
task can be performed in less than 15 minutes. BellSouth 
assumes that it takes 1.5 hours to condition the p a i r s .  
This can easily be done in less than 15 minutes. As you 
can see, BellSouth drastically overstates the work t i m e s  
for all of the activities. Similar overstatements appear 
in BellSouth’s proposed time for buried and aerial 
conditioning. (TR 2952) 

Travel - BellSouth assumes 30 minutes for travel time. 
Each technician is assigned to a designated geographic 
work area. The areas are typically arranged close to a 
central office or reporting location. This allows 
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dispatchers to dispatch technicians in an efficient 
manner, thereby minimizing travel time from one w o r k  
location to another. Almost all technicians today are 
equipped with l a p  top computers or some type of 
electronic hand held device that allows them to receive 
dispatches and detailed information from remote locations 
about their next job. With this technology available 
travel time is significantly-decreased for the 
technician. Loop conditioning activities almost always 
take place within 18,000 ft. from t he  central office. 
Since "inhibitors" are typically spaced approximately 
6,000 ft. apart, the average distance from one 
conditioning location in the loop to t he  next is just a 
little more than one-mile, making driving time very 
minimal for the associated activities. The appropriate 
time f o r  travel should be 15 minutes. (TR 2952-2953) 

Witness McPeak's recommendations are based on his experience in 
actually performing t h e  loop conditioning activities he has 
addressed. (TR 2 9 5 3 )  

BellSouth witness Greer believes witness McPeak's assumptions 
are "unrealistic." Specifically, he notes: 

As noted by Mr. Riolo, to condition a loop, a BellSouth 
technician must travel to the work location, set up work 
area protection, pump and ventilate the manhole, buffer 
the cable and set up the splice, open the splice case, 
identify the pairs, perform the necessary operations to 
condition the loop, close the case, rack the cables, 
pressure test the cables, and close down the w o r k  area. 
When two or more locations are involved, these steps are 
repeated. To think that all of this work can be 
accomplished in the short period of time proposed by Mr. 
McPeak is unrealistic. (Greer TR 1706) 

At hearing Bellsouth witness Greer w a s  asked to comment and 
compare BellSouth's videotape demonstration with Data ALECs witness 
Riolo's testimony t h a t  sets forth his proposed tasks and task times 
f o r  load coil removal in a manhole. (TR 1 7 4 5 )  The results of this 
comparison were captured in Exhibit 118. ( G r e e r  TR 1746-1766) 
Exhibit 118 has been reproduced below. 
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Step 

1 
2 
3 
4 
5 
6 

7 

a 

9 
10 
11 

12 

13 

14 
15 
16 
17 
18 

TABLE a 11-9 
COMPARISON OF DATA ALECS WITNESS RIOLO'S PROPOSAL WITH 

UNDERGROUND CABLE LOAD COILS REMOVAL IN A MANHOLE 
BELLSOUTH' S VIDEOTAPE 

Description 

Travel time to underground splice location. 
Set up work area protection and underground work site. 
pump and ventilate manhole. 
Buffer cable/Rerack cable/set up splice. 
Open splice case. 
Identify pairs to be deloaded f o r  1st 25-pair binder 
group. 
Bridge 25-pair binder group for service continuity ( I f  
necessary) - 
Remove/sever connection from main cable to load 'in' & 
'out' taps. 
Rejoin/splice 25-pair binder group through main cable. 
Remove bridging modules from Step 7 .  
Identify pai rs  to be deloaded for 2nd 25-pair binder 
group. 
Bridge 25-pair binder group for service continuity (if 
necessary). 
Remove/sever connection from main cable to load 'in' & 
\out' taps. 
Rejoin/splice 25-pair binder group through main cable. 
Remove bridging modules from Step 12. 
Clean, reseal, and close splice case. 
Rack cables, pressure test cables in manhole. 
Close down manhole, stow tools, break down work area 
protection. 

Total Minutes 

Similar 
Activities 

W/O Pumping 

min. Time1' 

1 

5 

1 

120 
2.00 

2 
4 . 0 0  

2 
8 

50 
9.6 min 

Riolo 7 3  1-15 = 58 
Tape 1 7 2  I -103= 6 9  
Source: EXH 118) 

I7The video shows BellSouth technicians deloading 25 pairs of pulp cable. 
(Greer TR 1785-1786) 
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At hearing BellSouth witness Greer acknowledged that witness 
Riolo  "did an excellent job of listing out the tasks, and his 
assumptions on time w e r e  reasonable, yes." (TR 1767) At his 
deposition witness Greer was asked if there were any assumptions 
made by witness Riolo that he disagreed with. He replied yes and 
explained: 

One is very straightforward, and that is you can tell 
from the steps that he enumerated that he is talking 
about P I C  cable, a connectorized cable that is more 
commonly in our buried and aerial plant. In our 
underground plant, where we would be unloading like this, 
Bellsouth has predominantly pulp cable, and a pulp cable 
i s  not as easy as some other testimony has stated to 
identify the pair. It isn't color coded. (EXH 110, p -  
126) 

At hearing witness G r e e r  explains that with pulp cable it is not as 
easy t o  identify the pairs; therefore, he notes that it takes time 
to locate  each and every pair. Witness Greer does not believe 
witness Riolo allows time for that process. He contends that 
witness Riolo is making the assumption that you can simply identify 
the pair which needs to be conditioned based upon the color-code of 
the pair and know that you are there. (TR 1785) When asked if he 
would agree that you would expect t h e  times for working with PIC 
cable to be less witness Greer replied: "NO, not necessarily." He 
explains : 

AS I stated earlier, you still have to identify the pairs 
to go through it. NOW, PIC is less fragile, and you can 
handle it easier, but you haven't - -  and identifying it  
does have color-coded, but you still have to spend the 
time t o  go through p a i r  by pair, so depending upon how 
much less, whatever less means. (TR 1786) 

The loop conditioning video tape presented by BellSouth showed 
technicians unloading 25 pairs of pulp cable. (Greer TR 1785-1786) 
Witness Greer was asked how much additional time he believed it 
would take to unload 50 pairs in the splice shown in BellSouth's 
video. He believes it would have been the same amount of time that 
was being discussed about how long it would have taken the 
technician to identify the other  count and go about performing the 
same operation. ( T R  1786) 
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With regard to witness Riolo's task time assumptions, witness 
Greer was asked if he realized that witness Riolo's chart does 
include times for a second binder group. Witness Greer replied: 
"Yes, he includes time f o r  a second binder group." (TR 1787) 
Witness Greer acknowledged that most of t h e  tasks listed by witness 
Riolo are not affected by the number of pairs that are unloaded. 
He also agreed that the task times fo r  such tasks as travel time, 
setting up, pumping, opening the splice case, closing and resealing 
the splice case, putting the cables back, and closing down the 
manhole, are totally unaffected by doing 10, 25,  or 5 0  pairs. (TR 
1787) 

Witness Riolo w a s  asked if, in his opinion, there were any 
task performed in BellSouth's video that were unnecessary, he 
replied, "Certainly what comes to mind were not things that w e r e  
not necessary as much as there w e r e  things that perhaps were not 
efficient." (Riolo TR 2798) 

CONCLUSION 

The activities and work time assumptions proposed by the 
parties appear to be estimates based on personal experience and 
input from other sources (such as SMEs). (Caldwell TR 132-133; 
McPeak TR 2 9 5 3 ;  EXH 89, p- 44)  While staff addresses generally 
work time inputs in Issue 8 ( d ) ,  staff will address here work time 
inputs f o r  those physical loop conditioning activities specifically 
addressed by the parties (i.e., connect and test) . 

While staff agrees with Sprint witness McMahon t h a t  an ALEC 
should not pay for BellSouth's inefficiencies, we disagree with 
witness McMahon's recommendation that BellSouth's costs for work 
activities performed by BellSouth's employees be developed using 
contractor rates, as opposed to the actual rates BellSouth pays its 
employees. (EXH 106' pp. 2 2 - 2 3 )  In his testimony witness McMahon 
provided specific information as to what Sprint pays splicing 
contractors; however, no such information was provided for 
BellSouth. While it might be assumed that BellSouth could 
negotiate something equal to or better than Sprint's contracted 
rate for t he  splicing activities, there is no record support for 
such an assumption. Therefore, staff will not consider Sprint's 
recommendation in drawing its conclusions regarding the various 
work activities. 
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TABLE 11-10A 
SUMMARY OF BELLSOUTH’S & DATA ALECS’ ASSUMPTIONS 

FOR CONDITIONING LOOPS UNDER 18 KFT IN UNDERGROUND PLANT 
e 

Bell South D a t a  ALECs 

Total Time in Minutes 270 200*  

2.1 2 Number of Load Points 

Total Pairs Conditioned 10 50 

Plant Mix Assumption 2.1 load coils 2 load coils underground 
underground 90% of the 100% of t h e  time 
time 

8.00 Minutes per pair 51.03 

with regard to t h e  testimony of witness McPeak on this issue, 
staff believes that t h e  Commission should no t  consider h i s  
suggested inputs because it  is not clear to which loop conditioning 
elements they apply. Because his proposal regarding activity time 
is unclear, staff disregards them in drawing its conclusions for 
this portion of Issue 11. 

s t a f f  believes the work time proposals the commission must now 
evaluate are those of BellSouth and the Data ALECs. Both the Data 
ALECs’ proposal and t h a t  of BellSouth are based on personal 
experience or SME input. S t a f f  thought it would be beneficial to 
compare the  t w o  proposals to determine where there are significant 
discrepancies in work times; however, after reviewing the proposals 
s t a f f  discovered that the proposals are  not directly comparable 
because of t h e  varying levels of detail provided. Therefore, staff  
provides a general comparison of the work times and the assumptions 
which effect those times in Tables 11-10A and 11-10B. 
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Total Time in Minutes 

Number of Load Points 

Total Pairs Conditioned 

Plant M i x  Assumption 

Minutes per pair 

BellSouth* DATA ALECS** 

210 69.5*** 

2.1 1 

10 50 

2.1 load coils buried/ - 5  load coils b u r i e d  . 5  
aer ia l  10% of the time load co i l s  aerial 

4.41 1.39 

s t a f f  believes at first blush the parties proposals appear 
extreme ( L e .  , 51.03 minutes per pair versus 8.00 per p a i r  for 
underground conditioning, and 4 -41 minutes per pair versus 1.39 
minutes per pair f o r  aeriallburied conditioning) . However, upon 
closer  examination it appears that the extremes are caused by the 
various assumptions that are applied to the work times (especially 
the number of pairs conditioned at once). F o r  example, if one were 
to take BellSouth’s proposed work times for underground 
conditioning and assumed that 50 pairs w e r e  conditioned instead of 
10, the per pair time would be 10.206 minutes instead of 51.03 
minutes. As noted by the various witnesses, most of t h e  loop 
conditioning activities are not affected by the number of pairs 
that are unloaded (for example, whether conditioning 2 pairs or 50 
pairs, t h e  time to pump the manhole would not be affected). (Greer 
TR 1787) However, t h e  number of pairs unloaded significantly 
impacts the minutes per pair. 

I n  order to determine how divergent the parties‘ work time 
proposals are ,  leaving all other  assumptions constant, s t a f f  
assumed (as it has recommended earlier in t h i s  recommendation) that 
2 5  pairs would be conditioned at one time. After applying this 
assumption to the parties work time proposals, the result w e r e  as 
follows: e 
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UNDERGROUND 

AERIAL/ 
BURIED 

TOTAL 
MINUTES 

BELLSOUTH DATA ALECS 

Proposed Per Modified P e r  Proposed Per Modified Per 
Pair Time Pair Time Pair Time P a i r  Time 

5 1.03 20.41 8.00 16.00 

4.41 1.76 1.39 2 -78 

18.78 55.44 22.17 9.39 

Taking this analysis one step further, staff applied all its 
recommended input assumptions fo r  this element (Le., 25 pairs, 2.1 
load coils, and 75% underground/25% buried or aerial) to both 
parties’ proposals. The results are shown in Table ll-iOD: 

UNDERGROUND 

AERIAL/ 
BURIED 

TOTAL 
MINUTES 

BELLSOUTH DATA ALECS 

Proposed Per Modified Per Proposed Per Modified Per 
Pair Time Pair Time Pair Time P a i r  Time 

25.2 5 1 . 0 3 17.01 8.00 

4.41 4.41 1.39 1.45 

55.44 21.42 9.39 26.65 

It appears t h a t  based on this general comparison the parties 
proposed work times for loop conditioning on short loops are not 
that disparate when similar assumptions are applied. Because a 
t r u e  apples-to-apples comparison cannot be done, staff cannot 
comment with any certainty where all differences may lie. 
Furthermore, because it appears that the proposals are reasonably 
similar when extremes are eliminated and comparable assumptions are 
applied, staff believes that it is reasonable to simply average 
the times proposed by BellSouth with those proposed by the Data 
ALECs. Therefore, staff‘s recommended inputs f o r  connect and t e s t  
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are as follows: 235 minutes f o r  underground conditioning and 140 
minutes for conditioning aerial/buried plant? 

IS AN ULM ADDITIVE APPROPRIATE? 

AS addressed above, BellSouth is proposing to modify ten p a i r s  
at a time f o r  loops under 18 kft. In its study, it is assumed that 
on average two pairs will be ordered initially by the ALEC, four 
pairs will be used by BellSouth, and t h e  remaining four pa i r s  will 
be ordered in t h e  future by t h e  same or different ALEC. The cost 
of the last four pairs is determined as an ULM - Additive. The 
additive applies as a non-recurring charge to ADSL-capable, HDSL- 
capable, and short unbundled copper loops. (EXH 95, Section 6, pp. 
35-36; Caldwell TR 1363) 

In i t s  original filing BellSouth's proposed additive was 
$120.98 .  However, this rate was modified in BellSouth's August 16, 
2 0 0 0  revised filing. Specifically, BellSouth notes that the 
decrease is due to: 

Reduction in the LCSC w o r k  times, 
e Application of % time bridged tap & loop conditioning 

inquiries are together, 
Application of 52% f o r  ULM as a separate order, and 

0 True-up of demand information. (EXH 72, p .  2 0 )  

The revisions reduced the proposed additive rate by 51% to $57.99.  

After the hearing concluded BellSouth again modified its 
Additive rate. In its post-hearing Brief, BellSouth noted that it 
had uncovered several errors in the development of its Additive. 
It also noted that correcting these errors reduces t h e  NRC fo r  the 
ULM - Additive from $57.99 to $13.09. (BellSouth BR p. 84) The 
specific errors which caused the second reduction in the additive 
rate were not disclosed in t he  Brief; however, they w e r e  addressed 
in a letter dated November 14, 2000 from Nancy Sims of BellSouth. 
Since the letter was submitted after the hearing had concluded and 

"using these recommended t i m e s  in conjunction with staff's other 
recommendations t h e  resulting minutes per pair are as follows: 14.81 minutes per 
p a i r  for underground conditioning and 2.94 minutes per p a i r  f o r  buried/aerial 
conditioning, for a total of 17.75 minutes. 
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is not part of the record, the information contained in the letter 
will not be presented. 

In its discovery staff asked BellSouth: a) What is the ULM 
additive?; b) When is it applied?; and c) How was it derived? 
BellSouth’s responses are below: 

a) When an ALEC requests t h a t  BellSouth condition loop 
plant by removing load coils, BellSouth assumes that it 
will condition 10 pairs at a time even if the requesting 
ALEC is only asking that one pair be conditioned. This 
means that the total cost of that job is divided by 10 
and then multiplied evenly across those 10 pairs. Unless 
the  requesting ALEC orders a l l  10 of those pairs (which, 
in BellSouth experience, is unlikely since ALECs 
typically order only one xDSL pair at a time), some of 
the cost for loop conditioning would not be recovered. 
In this scenario, 90% of the cost of these jobs is at 
risk for BellSouth. Since BellSouth has no way of 
identifying that those other 9 pairs have been 
conditioned, it is impossible for BellSouth t o  recover 
those costs from providers who may later use these pairs 
for xDSL services. Therefore, BellSouth has developed an 
additive charge in an attempt to recover these costs. 
(EXH 61, p .  110) 

b) The additive assumes that the original requesting ALEC 
will order two xDSL pai rs  (if the ALEC only orders one 
p a i r ,  they will only pay one-tenth of the  cost even 
though it is assumed they will be paying two-tenths of 
the costs). Additionally, it is assumed that BellSouth 
will use 4 of the remaining 8 pairs for its own use and 
t h a t  the other 4 pairs will be subsequently used by the 
other ALECs or will not be used at all. The cost of 
conditioning these final 4 pairs is multiplied by the 
expected demand for conditioned loops. The total 
”unrecovered” cost is then spread across the expected 
demand f o r  ADSL, HDSL, and UCL-short loops. This w a y  the 
requesting ALEC will pay some portion of the conditioning 
costs, BellSouth will pay some portion of the 
conditioning costs, and ALEC xDSL loop buyers will pay 
the remaining portion of the conditioning c o s t s .  This 
seems to provide a good balance of not requiring t h e  
requesting ALEC ( t h e  cost causer) to pay the entire cost 

- 5 4 7  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

of the conditioning job,  and not creating a situation 
where BellSouth is unable to recover the majority of its 
costs. (EXH 61, pp. 110-111) 

C) The ULM additive cost was derived using the following 
steps: 

1. Identify work-times for a modification 
for one-pair (same as UNE A.17.1) by JFC. 

2. Identify demand of incoming xDSL- 
capable/UCL loops (2000-2002) . 

3. Identify demand of incoming conditionings 
( 2 0 0 0 - 2 0 0 2 ) .  

conditionings per job.  
5 .  Calculate ULM additive cost using the 

following steps: ((Step 1 x Step 4) x 
Step 3)/ Step 2 .  (EXH 61, p -  111) 

4 .  Identify unrecovered number of 

According to BellSouth witness L a t h a m ,  the additive element is an 
attempt to recover 40 percent of the cost of the conditioning job 
that otherwise would go unrecovered. He notes that the 90 percent 
listed in his testimony is an indication to say that when BellSouth 
uses a ten-pair assumption it takes the t o t a l  cost of the 
conditioning job and divides it by ten pairs  so that each pair 
carries one tenth of t h e  total cos t  of the conditioning job.  And 
he argues, if you assume that the requesting CLEC only orders a 
single pair and the conditioning job  is done on ten pair, they 
would only be paying one tenth of the t o t a l  cost;  therefore, 90 
percent of the cost  in that scenario would go unrecovered if it 
were not for the additive element. Witness Latham believes the 
additive is needed to make BellSouth whole. (EXH 102, pp. 86-87) 

At deposition witness Latham was questioned regarding the 
possibility of BellSouth double recovering if it charged the 
additive. Specifically, he was asked if it is correct that 40 
percent of the cost of conditioning has been spread out in the mcs 
for other DSL loops. He replied: 

40 percent of the cost of conditioning those ten pairs, 
yes,  would then be spread out over ADSL, HDSL, and UCL 
short loops and added into the nonrecurring charge for 
those loops so that people who - - The other CLECs that 
may use loops later would be paying some portion of the 
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cos t ,  since they had previously been unloaded. (EXH 102, 
p .  2 6 )  

He was then asked: "If I'm ordering say, a UCL short and I pay a 
nonrecurring cost and part of the loop conditioning c o s t  has been 
built into a nonrecurring cost, if I then have to condition that 
loop because it turns out there's a load coil on it, am I not 
double paying?" The witness replied: 

It's correct that once the additive is added into the 
nonrecurring charge that the CLEC, the requesting CLEC, 
would be paying the conditioning costs associated with 
the number of pair that they're getting. Let's assume 
that they want a single loop. They're going to pay one 
tenth of the total cost of conditioning those ten pairs 
through the ULM charge itself. And then they would also 
be paying - -they would be paying the ULM additive, which 
would have been added to the nonrecurring charge for t h e  
loop itself. So they're not really being double charged. 
Again, they're being charged one tenth of the 
conditioning cost plus  the ULM additive. (EXH 102, pp. 
2 6 - 2 7 )  

Witness Latham argues: 

. . . so it's not double dipping, in my mind anyway. 
Again, the requesting CLEC, paying on a per-loop basis, 
one tenth of the total conditioning costs plus the ULM 
additive f o r  the 40 percent which would have otherwise 
gone unrecovered. So we're asking all consumers of ADSL, 
HDSL loops - -  We're asking all consumers of those loops 
to help  pay the  unrecovered costs that I mentioned 
earlier. (EXH 102, p .  2 7 )  

BellSouth witness Caldwell was also questioned regarding the 
ULM additive. At hearing, t h e  witness was asked: "So I assume you 
have done some calculation that figures out that you will only 
recover that four, the cost for the four that you would not have 
recovered?'' Witness Caldwell replied: 

Basically, what I did to determine that I am only 
recovering t h e  cost of those fou r ,  is I looked at my 
demand for all ALEC loops, then I looked at the costs 
that it would take to go and unload the ten. And then I 
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basically took 40 percent of that cost and spread it over 
the demand in simple terms. (TR 1368) 

She was then asked: "And then that assumption then gets mapped 
against some demand that you actually incur? Because as I 
understand your answer a few moments ago, if demand goes up that is 
going to lower the amount of the unrecovered. The  amount that you 
don't recover is going to go down if t h e  demand goes up." She 
replied: 

Your last statement is correct. What I have actually 
done is we have demand that we have - -  actually what we 
had to do in 1999 as a guide and then we have three years 
worth of projected demand because I need to look out into 
the future. (TR 1368-1369) 

Witness Caldwell was also asked: 

. . . If you were adhering to a forward-looking approach 
to costing, would you want to modify t h i s  cost allocation 
method for conditioning at some point in time? It would 
occur to me that if you observed that you are 
consistently not using 40 percent of the pairs that you 
condition that that may be a cost that you should review 
to determine whether or not it is the one you should 
incur, would you agree? (TR 1 3 9 9 - 1 4 0 0 )  

Witness Caldwell agreed and noted that BellSouth would be open to 
any suggestion that we review any of these studies. (TR 1400) 

When asked about the demand assumptions used in developing the 
additive, witness Latham noted that: 

First of a l l ,  as I mentioned earlier, we do forecasts for 
all of our unbundled-loop types. And typically how we 
arrive at those is by looking at historical data, to t h e  
extent that we have it to look at, trends to see, you 
know, over some period of time what is the typical growth 
that we've seen. . . . Then this information that's 
contained in this document would have been the output of 
that forecast for those loop types that we wanted to 
spread the additive across. So for the ADSL and HDSL and 
uCL loops less t h a n  1 8 , 0 0 0  feet, w e  would have gotten the 
demand for those loop types and used that as a devisor 
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[sic] for the total conditioning cos ts ,  or the total 
recovered costs, the 40 percent that we mentioned 
earlier. That figure would have been divided by the 
demand f o r  those loop types that are in this document. 
(EXH 102, pp. 2 9 - 3 0 )  

Furthermore, witness Latham notes that contrary to Sprint witness 
McMahon's assertions, BellSouth does not assume t h a t  competing 
carriers will be using 60% of all xDSL loops.  Rather, BellSouth 
assumes that the 40% of the cost that is not assigned to ULM or to 
BellSouth w i l l  either be recovered from another requesting carrier 
or not recovered at all. (Latham TR 1846) 

According to Data ALEC witness Murray, "BellSouth's additive 
would impose a nearly $58 nonrecurring charge on each and every DSL 
capable loop that competitors order, thus adding insult to the 
injury of the already extraordinarily high nonrecurring charges 
that BellSouth seeks to recover from DSL competitors .I' (TR 2618) 
Witness Murray notes that in its revised filing BellSouth has 
revised its ULM Additive downward substantially from $120.98 pew 
loop to $ 5 7 . 9 9 .  (TR 2601) However, she contends: 

. . . even given this sizeable decline, this proposed 
charge would still potentially over-compensate even BST's 
inflated estimate of i t s  "conditioning" costs. The  
over-recovery of Ilconditioning" costs through this charge 
means that competitors would in effect be subsidizing 
BST's retail xDSL offerings. (TR 2601) 

She argues that if BellSouth is allowed to impose the ULM 
additive, competitors will pay to condition loops that BellSouth 
will use. Witness Murray provides the following example: 

. . . assume that BST removes load coils from ten pairs 
at once as a result of an order from a competitor. The  
competitor pays the load coil removal fee as well as the 
IIAdditive" for each pair ordered: $65.40 + $57.99 = 
$125.39 or 19% of BST's supposed cost to "condition1t 
those ten pairs. Suppose that, as BST itself assumes, 
t h e  competitor typically orders two pairs. Then the 
competitor would pay 2 x $125.39 = $ 2 5 0 . 7 8  or 38% of 
BSTIs supposed cost to "condition" the ten pairs. BST 
has assumed that it will use four of t h e  remaining pairs 
and that t h e  final four pai rs  may or may not be ordered 
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by a competitor at a later date. BST's further assumes 
that about 40% of DSL-capable loops will need to be 
conditioned. Thus, three loops are ordered that do not 
need to be conditioned for every two that do. Given 
BST's methodology these three loops each pay the 
IIAdditivett: $57.99 x 3 = $173.97 or 27% of BST's 
supposed cost to "condition" the original ten pairs. 
(Thus far, for the  t w o  "conditioned1' loops a competitor 
ordered, plus the three loops that did not require 
Ilconditioning, I1 BST has recovered 64% of its supposed 
cost, leaving $229.25 of the original cost.) (TR 2602) 

NOW, further suppose that at some point the final four 
pairs do get ordered by competitors. Then the 
competitor(s) would have to pay the IIAdditive": 4 x 
$ 5 7 . 3 3  = $ 2 2 9 . 3 2  or 35% of BST supposed 
I'condition" the original ten pairs. Recall 
plans to use four of the original ten pairs and 
has claimed that it will absorb the 
Ilconditioning" them. In this scenario, 
competitors have now paid a t o t a l  of $ 2 5 0 . 7 8  + 

cost to 
that BST 
theref ore 
cost of 
however, 
$173.97 + 

$229.32  = $ 6 5 4 . 0 7  or 100% of BST's costs, leaving no 
costs for BST to absorb. BST pays nothing for its four 
1tconditioned1I pairs, because the competitors have paid 
the entire cost for "conditioningbt ten lines including 
the four that BST presumes it will use for  its own retail 
service, giving BST a "free ride." Furthermore, BST may 
also collect the "Additive" on other DSL-capable loops 
that never required which creates fu r the r  
potential for over-recovery. (TR 2602-2603) 

Even if the last four pairs are never ordered, BST still 
over-recovers its supposed "conditioning" costs. The 
cost BST claims it will absorb for the  four pairs it 
presumes it will use would be: 4 x $ 6 5 . 4 0  = $261.60 or 
40% of BST's supposed cost to "conditionI1 the original 
ten pairs. Thus, BST recovers $250.78 + $173.97 + 
$261.60 = $ 6 8 6 . 3 5  or 105% of its original $654 total 
cost. Even i n  this conservative scenario, competitors 
subsidize BST use of those four loops. (TR 2603) 

Moreover, if BST is incorrect in its assumption that 
about 40% of DSL-capable loops will require 
Ilconditioning, I' there is even grea te r  potential f o r  
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over-recovery. Keep in mind that the "Additive" applies 
only to loops under 18,000 feet, which do not need and 
should not have load coils at a l l .  BST is suggesting that 
40% of its loops do not  meet engineering standards 
adopted twenty years ago. If the actual percentage of 
loops that need to be "conditioned" is much lower than 
BSTls assumption (which it should be if BST has been 
modernizing its plant) BST's calculation will over- 
recover costs further. Suppose, for example, that in 
actual fact only 10% of loops require conditioning, then 
f o r  every two pairs that need "conditioning, I' eighteen 
pairs do not. In this case, BST would recover from 
competitors $1294.60 ($250.78 + (18 x $ 5 7 . 9 9 ) )  Or almost 
twice its already inflated costs! In addition to which, 
BST would have paid nothing for the four "conditioned" 
pairs it will use. (TR 2603-2604) 

Witness Latham does not disagree with Data ALECs witness 
Murray's mathematical calculations regarding the additive; however, 
he believes she is looking at the issue from the wrong perspective. 
He. argues that BellSouth developed i ts  ULM-Additive based upon 
total demand, not on a carrier by carrier basis. He believes that 
if one w e r e  to look at total demand, there is no over-recovery of 
loop conditioning costs. I f  a competitor were to order two of the 
ten loops conditioned by BellSouth, but no competitor subsequently 
ordered four of the remaining 10 loops, witness Latham asserts that 
BellSouth would never recover a l l  of the costs of having removed 
the load coils. (TR 1847) 

CONCLUSION 

Staff does not believe that Bellsouth's proposed ULM-Additive 
is appropriate or necessary at this time. In its testimony 
BellSouth has not adequately demonstrated that there is a need for 
this additive. Based on the statements of BellSouth witness Latham 
it is assumed that BellSouth would never recover its conditioning 
costs when multiple loops a re  conditioned. (TR 1847) However, 
while it is possible that some under-recovery may occur, staff 
believes that the extent to which this may arise is highly 
speculative. Moreover, depending on the accuracy of BellSouth's 
forecast, it is conceivable that a CLEC would pay f o r  loop 
conditioning that never happens. Although we recommend that the 
Commission not impose an ULM additive at this time, to the extent 
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significant under-recovery occurs this Commission could revisit the 
matter. 

Staff is troubled that the nonrecurring ULM-additive would 
apply to a l l  HDSL, ADSL, and UCL-short loops, even if that loop did 
not require conditioning. It appears that applying this charge to 
the various types of loops could lead to double recovery. As 
acknowledged by BellSouth witness Latham, not only would the CLEC 
pay the conditioning costs associated with the number of pairs that 
they order, but they would also pay the ULM additive which is added 
to the NRC for the loop i t s e l f .  (EXH 102, pp. 26-27) Staff 
believes it is inappropriate that the customer paying the additive 
may not be the same customer the initiated the order. As 
discussed in Issue 8 (d) , s t a f f  believes non-recurring activities 
are those that benefit only the  specific ALEC; therefore, the  NRC 
associated with that activity should be paid by the ALEC requesting 
t h e  service. 

Finally, s t a f f  would note its .concern regarding the 
assumptions used to development this additive. When t hi s 
proceeding began, the additive charge was calculated at $120.98. 
After BellSouth reviewed its assumptions and made some adjustments 
it was reduced 51% to $57.99. Then in i ts  post-hearing brief 
BellSouth discloses that it has discovered errors in its additive 
calculation and notes that making these changes again reduces the 
additive to $13.09. (EXH 72, p .  20; BellSouth BR p .  84) Such 
information provided by BellSouth does not give staff great 
confidence in the company’s proposal. Accordingly, staff 
recommends that the Commission deny inclusion of the  additive at 
this t i m e  because BellSouth has not provided any support showing it 
is needed, and the data on which this additive is based upon 
appears highly speculative. 

A . 1 7 . 2  Unbundled LOOP Modification-Load Coil/Equipment Removal - 
Lonq - F i r s t  and Additional 

This portion of staff’s analysis will address loop 
modification for loops over 18 kft. There was significantly less 
testimony on loops over 18 kft compared to the volumes of testimony 
provided f o r  loops under 18 kft. Staff would note that some of the 
inputs advocated by t he  parties f o r  loops over 18 kft are the same 
as the inputs they advocate for loops under 18 kft. For example, 
BellSouth uses t h e  same 90% probability that load coil removal 
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involves underground plant for  both loops over and under 18 kft. 
Therefore, when parties advocate the same inputs for loops over and 
under and new facts are presented regarding its applicability to 
loops over 18 kft, staff may refer the reader to staff‘s analysis 
in other sections of this recommendation. 

As with loops under 18 kft, although the Data ALECs and FCCA 
ALECS believe a rate of zero is most appropriate, they did propose 
a rate and provided testimony regarding inputs in case this 
Commission determined a rate other than zero should apply. The 
rate proposed by the Data ALECs and FCCA ALECs is $8.32. 
AT&T/WorldCom also believe a rate of zero is most appropriate; 
while they provided limited some testimony on this Issue 11, they 
did not propose an alternate rate. Spr in t  too provided testimony 
011 the inputs although they did not propose a rate. 

BellSouth’s proposed rate to condition long loops is $710.71 
(first) and $23 .77  (additional). (EXH 92, Revised AJV-1) However, 
in its post-hearing Brief, BellSouth noted that it had adopted a 
new rate structure for  the ULM Load Coil Equipment Removal-Long. 
According to information in the Brief, this new structure reflects 
an average approach assuming that two long loops will be 
conditioned per job, which would eliminate the high charge for the 
first load coil and a much lower charge for subsequent load coils 
embodied in BellSouth’s earlier ra te  structure. With this change, 
the NRC for this element would be reduced from $710.71 (first) and 
$ 2 3 . 7 7  (additional) to a single NRC of $341.63. (BellSouth BR 83) 
According to the Brief, the new rate structure is outlined in 
BellSouth’s November 14, 2000 letter from Nancy Sims of BellSouth. 
Since t h e  letter was submitted after the hearing had concluded and 
is not part of the record, the information contained in the letter 
is not discussed. 

HOW MANY PAIRS SHOULD BE CONDITIONED AT ONE TIME 
ON LOOPS OVER 18 KFT? 

As with loops under 18 kft, there is disagreement among the 
parties as to how many loops over 18 kft should be conditioned at 
one time. One of the few things t h a t  the parties do seem to agree 
on is t h a t  load coils are needed on loops over 18 kft in order to 
provide voice grade service. (EXH 61, p .  40; McMahon TR 3171) 
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According to BellSouth load coils a r e  required to provide 
voice services on copper loops longer than 18 kft. Therefore, 
BellSouth will only unload the number of pairs that are requested 
by the ALEC. They contend that this way, other service providers 
can still offer voice services on the remaining pairs. (EXH 61, p .  
40) According to BellSouth witness Caldwell, to minimize the 
quantity of voice grade (VG) circuits that will be unavailable for 
transmission of VG level service, BellSouth practices assume only 
one circuit will be conditioned initially. (TR 137) BellSouth 
witness Latham notes that since load coils are required to be on 
copper loops  greater than 18 k f t  in order to provide normal POTS 
service, it makes the most sense to remove these items only from 
the specific pairs requested by the ALEC. He argues that to do 
otherwise could jeopardize an end user's ability to get phone 
service in a timely and cost-efficient manner. (TR 1856-1857) 

As detailed in element A.17.1, Data ALECs witness R i o l o  
believes that conditioning should be done, on average, 50 pairs at 
a time for both long and short loops. He argues: 

. . . F o r  loops over 1 8 , 0 0 0  feet ,  it s t i l l  makes no sense 
from an engineering perspective to "condition" one line 
at a time - particularly given the substantial predicted 
demand for xDSL services over t he  next few years. An 
efficiently managed outside plant operation will always 
maintain some level of available spare. An ILEC should 
"pre-condition" a reasonable projection of total spare 
plant to meet anticipated demand for  xDSL-based services 
every time it dispatches a technician and splices are 
being opened. Therefore, on average, a 25-pair binder 
group should be unloaded even for loops longer than 
18,000 feet. Combining the over- and under-18,000 feet 
estimates, 50 pairs  per load coil removal dispatch across 
a l l  loop lengths is a reasonable average. (TR 2744-2745)  

The Coalition witness McPeak provided an analysis in which he 
made certain assumptions regarding BellSouth's cable s i z e  and fill 
factors (the analysis is discussed in detail under element A.17.1 
above). Based on this analysis he estimated that for loops over 
17,500 f e e t ,  75 loops are available for conditioning per each 
location visited by a BellSouth technician. (TR 2 9 4 4 )  Although he 
estimates that 75 loops are available for conditioning, he 
recommends that loops over 17,500 feet be conditioned 25 Dairs at c 

a time. (TR 2947) He notes, "As my analysis indicates, BellSouth 
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can condition well over 25 loops without disturbing existing 
customer service and while still maintaining reserve loops for 
f u t u r e  voice service demand." (TR 2944) 

Sprint witness McMahon appears to agree with BellSouth's one 
p a i r  assumption. He notes that for load coil removal on loops over 
18 kft, the costs should be determined on a per location basis, 
dependent upon the type of outside plant facilities. (TR 3162) 
Since load coils are required to provide standard voice-grade 
service to customer locations beyond 18 kft, Sprint's position is 
that load coils ought to be left in place on loops longer than 18 
kft. (TR 3171) 

In a discovery request, Sprint was also asked ''Is it 
efficient to unload multiple pairs at one time when working on 
loops over 18 kft." I t  replied: 

No. . . . Load coils are necessary on all copper loops 
that exceed 18 kf in order to provide Plain O l d  Telephone 
Service (POTS). . . . for loops exceeding 18 kf in 
length, there are simply too many distribution cable 
sheaths and the plain uncertainty as to which specific 
locations/addresses CLECs may s e l l  xDSL services to 
accommodate any proposal that ILECs pre-condition loops 
over 18 kf in bulk. (EXH 75, p . 4 )  

Conclusion 

Staff believes the proposals of Data ALEC witness Riolo and 
Coalition witness McPeak are extreme and unsupported. Witness 
Riolo argues that it makes no sense to condition loops over 18 kft 
one at a time "given the substantial predicted demand for xDSL 
services over t h e  next few years." However, witness Riolo does 
not provide any facts to support his substantial demand 
assumptions. While staff agrees that xDSL line deployment is 
projected to increase19, staff questions his assumption because some 
current DSL technologies generally cannot be provisioned on loops 
greater than 18 kft. In O r d e r  No. FCC 99-355, it is noted that: 

lgProjections indicate that xDSL line deployment levels will increase from 
Note that 

(FCC 
5,103,000 lines by end of 2001 to 7,655,000 lines by the end of 2002. 
these numbers combine lLEC and ALEC deployed lines, bu t  exclude HDSL lines. 
Order 99-355, p .  8, footnote 8) 
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Provision of xDSL service is subject to a variety of 
important technical constraints. One is the length of 
the subscriber loop: ADSL, the  most widely deployed xDSL- 
based service, generally requires  loops less than 18,000 
feet using current technology. (CC Docket No 98-147 
Deployment of Wireline Services Offering Advanced 
Telecommunications Capability, 7 8, footnote 9 )  

In addition, according to BellSouth witness Milner, HDSL typically 
cannot be more than 12,000 feet long on 24 gauge copper wire and if 
26  gauge copper w i r e  is used, the limit is 9,000 feet. (TR 228) 
Because many of the DSL technologies cannot generally be 
provisioned on loops greater than 18 kft, staff does not believe it 
is necessary to condition these loops in mass quantities, 

As noted in BellSouth's post-hearing brief, BellSouth adopted 
a new rate structure €or the ULM Load Coil Equipment Removal-Long. 
This new structure reflects an average approach assuming that two 
long loops will be conditioned per job,  which would eliminate the 
first and additional cost embodied in BellSouth's earlier rate 
structure. Staff  believes that there is merit in assuming two 
loops will be conditioned at one time for long loops and 
eliminating the first and additional rate structure. As noted in 
earlier sections of this recommendation, the inputs used in a cost 
study must be based on reasonable assumptions. Further, as noted 
by BellSouth witness Latham, engineers in the field oftentimes 
determine how many loops may be conditioned at a certain location. 
staff believes that there will be times when BellSouth finds it 
necessary or reasonable to condition more than one pair on loops 
over 18 kft. Therefore, staff recommends t h a t  BellSouth's cost 
study be modified to reflect that on average 2 pairs will be 
conditioned on loops over 18 kft. Furthermore, staff recommends 
eliminating the first and additional rate structure. 

HOW MANY LOAD POINTS ARE THERE ON AVERAGE 
PER LOOP OVER 18 KFT? 

In its study, BellSouth has assumed that an average of 3.5 
load coils are present on copper loops greater than 18 kft. The 
weighted average is based on the  following input: 
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TABLE 11-11 
BASIS FOR BELLSOUTH'S AVERAGE LOAD POINT ASSUMPTION 

Description % No. Load C o a l s  x % 
% of loops with 3 load coils 
% of loops with 4 load coils 
si of loops with 5 load coils 
Weighted Average (Sum of above) 

60 1.8 

. 3 0  1.2 
I 10 0.5 
r 3 . 5  

N o  o the r  p a r t y  specifically commented on this assumption. 

CONCLUSION 

Since no o the r  party commented on this assumption, s t a f f  will 
assume 3.5 load coils are present, on average, on loops over 18 
kft. 

WHAT PERCENTAGE OF LOAD C O I L S  ARE UNDERGROUND, 
AERIAL, OR BURIED? 

After review of the hearing and deposition transcripts, and 
discovery responses, staff is unable to find any evidence which 
supports recommending different plant 'mix inputs than those 
recommended for loops under 18 kft. It appears that a l l  arguments 
regard ing  plant mix are captured in s t a f f  analysis of Element 
A.17.1 above. No par ty  proposed separate plant mix inputs for  
loops over 18 kft. Therefore, staff's analysis in E l e m e n t  A.17.1 
is applicable here. Staff recommends that whatever is decided in 
Element A.17.1 with regard to plant mix, be applicable t o  element 
A. 17.2. 

WORK ACTIVITIES AND WORK TIMES 

BellSouth's tasks and t a s k  times for the long loop are 
essentially the same as the t a s k s  and task time f o r  the short loop. 
The only exception is t h a t  because BellSouth assumes 10 short loops 
will be conditioned at once it claims 90 minutes to deload 1 0  
pairs; since on its long loops it deloads one pair at a time it 
claims 9 minutes. (EXH 95, FL-ULM.xls, p .  11) As w i t h  the  short 
loops the inputs into BellSouth's nonrecurring w o r k  times are 
provided by its SMEs. (Caldwell TR 132-133) The tables below 
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Step 

1 
2 
3 

illustrate BellSouth’s proposed t asks  and task times f o r  long 
loops : 

Description Task ( F i r s t )  Task (Addtl) 
(min . ) (min. ) 

OSPC s e t s  up manholes 120.00 

oSPC deloads 1 pair 9.00 9.00 
OSPC opens/closes splices 60.00 

T o t a l  Work time-ULM-LC-Long- 
Underground 

5 9 5 . 3 5  28.35 

Data ALECs witness Riolo’s proposed t a s k s  and t a s k  times are 
shown in Tables 11-5, 11-6, and 11-7 above. Witness Riolo’s 
proposals are applicable to loops under and over 18 kft. 

TABLE 11-13 
OSPC - LOAD corL LONG BURIED/AERIAL APPLICATION 

r 

Step Description Task (min.) Task (Addtl) 
( m i n .  ) 

1 OSPC set up 60.00 
2 OSPC opens/closes spl ices  6 0 . 0 0  
3 OSPC deloads 1 pair 9.00 9.00 

Total Work time-ULM-LC-Long- 45.15 3.15 
Buried/Aerial 

Because t he  tasks and the task times proposed by the parties 
really do not differentiate between a long and short  loop ( i - e . ,  it 
is the o t h e r  assumptions, such as plant mix and number of pairs 
deloaded which v a r y ) .  Staff believes t h a t  i ts  analysis in 
regarding the tasks and task times fo r  Element A.17.1 are 
applicable here. Therefore, staff‘s recommended task times for 
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element A.17.2 are 235 minutes for underground loop conditioning 
and 140 minutes for aeriallburied loop conditioningZo. 

A . 1 7 . 3  Unbundled LOOP Modification-Bridsed T a p  Removal 

Bridged tap is the result of an OSP deployment strategy which 
allows for g r e a t e r  utilization of the loop facilities and enhanced 
network flexibility by having t h e  same cable pair appear at more 
than one service address. (Greer TR 1696; McPeak TR 2934) Bridged 
tap exists where one single d i a l  tone can appear a t  more than one 
cable p a i r  location. (Riolo TR 2727) According to witness Riolo, 
visually you can think of bridged t ap  occurring as a fork in the 
loop. One fork continues necessarily to the customer premise to 
complete t h e  circuit. The second fork extends some distance into 
t h e  f i e l d ,  but never terminates at a customer premises. (Riolo TR 
2 7 2 7 - 2 7 2 8 )  Like load coils, bridged tap is an issue because it 
degrades the q u a l i t y  of the signal. (McPeak TR 2 9 3 8 ;  McMahon TR 
3160) 

As with load coils, the Data ALECs believe that a r a t e  of zero 
is most appropriate f o r  bridged t a p  removal. However, they propose 
a rate of $ 0 . 8 9  per loop for bridged t a p  removal if the Commission 
allows conditioning charges. (EXH 141, TLM-2) Sprint did not 
propose a rate far bridged t a p  removal; however, S p r i n t  witness 
McMahon believes that the c o s t s  for removal of bridged tap should 
be determined on a per location basis, dependent upon the type of 
OSP facilities. (TR 3162) According t o  BellSouth's cost s tudy  the 
ULM associated with t h e  removal of bridged t ap  (ULM-BT) is intended 
€or any length of loop. Its proposed rate is $65.44. (EXH 92, 
Revised AJV-1, p .  4) Staff  notes t h a t  i n  general, there was less 
testimony presented on ULM-BT than f o r  load coil removal. 

HOW MANY PAIRS SHOULD BE UNBRIDGED AT ONCE? 

In i ts  study, BellSouth assumes that an average of three 
bridged taps will be removed per loop from 10 loops at a time. (EXH 
95, FL-ULM.xls, p.  11; EXH 95, Section 6, p .  35) Unlike load coil 

2 o  Using these recommended times in conjunction with staff's o the r  
recommendations the resulting minutes per p a i r  are as :  3 0 8 . 4 4  minutes per p a i r  
f o r  underground conditioning, and 61.25 minutes per p a i r  for buried/aerial 
conditioning. 
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removal, the work involved 
on loop length. (Latham 

in removing bridged tap is not dependent 
TR 1844) BellSouth provided little 

testimony to support these assumptions. 

As with load coil removal, Data ALEC witness Riolo believes 
removing bridged t a p  from 50 pairs at a time is a reasonable 
average. He contends that: 

. . . loops under 18 ,000  feet that contain bridged t a p  
are, by definition, relatively s h o r t .  As a result, the 
cables over which these loops are provisioned would 
generally be larger-size cables. I t  is therefore 
reasonable to unbridge a minimum of SO "working" loops in 
each cable at a branch splice, in each direction. (TR 
2746)  

Witness Riolo believes that the benefits of unbridging multiple 
working pairs that have unnecessary bridged t a p  are manifold. (TR 
2746) These benefits are summarized below. 

First, the  requested for the service order is 
accomplished. 

(a procedure t h a t  improves t h e  existing service without 
disrupting it), and transitions the network towards 
present-day engineering standards. 

circuits is improved because the insertion loss, caused by the 
bridged tap, is removed. 

preconditioned pairs that could be utilized f o r  future 
services that are incompatible with excessive bridged tap. 
Fifth, the unbridged working services now have less exposure 
t o  maintenance problems, which will r e s u l t  in reduced customer 
trouble reports. 

re-enter a working splice on numerous occasions to flcondition" 

0 Second, 100 pairs a t  the branch splice location are unbridged 

e Third, transmission of voice-grade service on these working 

0 Fourth, the unbridged working circuits provide a base of 

e Sixth, flconditioninglf working service precludes the need to 

a 

one pair a t  a time, which potentially causes customer outages. 

amount of engineering study that would be involved if every 
spare pair were studied, grouped, and allocated to a specific 
branch cable. Because the actual "wire workv1 is a relatively 
minor portion of the cost of the job, this methodology is cost 
efficient. (TR 2 7 4 6 - 2 7 4 8 )  

e Seventh, unbridging working service does not require t h e  
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For longer bridged tapped loops, witness Riolo believes that 
a cost  analysis based on o lde r  plant design must recognize that, as 
cable sheaths traverse the  route from the central office, the cable 
size tends to diminish. He notes that: 

Because engineering guidelines do not permit bridged tap 
between load coil sections, bridged taps should only be 
located in the customer end section of cable plant, i.e., 
within 3 to 12 Kft of the customer location. Even for 
these longer, loaded loops, t he  ILECs could st i l l  achieve 
benefits similar to those described for non-loaded loops 

the  number of 
splice location 
pairs per cable 
diminished s i z e  

by unbridging multiple pairs; however, 
working lines to be unbridged at a branch 
would likely be smaller, e . g . ,  2 5  working 
(a total of 50 pairs), to account f o r  the 
of the cables. (TR 2748-2749) 

Moreover, witness Riolo contends that 
pairs at a time substantially reduces the cost 
He believes that t h e  benefit to the ILECs is 

unbridging multiple 
on a per unit basis. 

l that the ALEC order 
would trigger an unbridging opportunity to clean up its outside 
plant - something be believes they should have been doing 
proactively since SAC design in 1972, but perhaps had no 
opportunity to do so because the particular bridged tap splice 
involved had no activity in the last 28 years. (TR 2 7 4 8 )  

As with other conditioning activities, the Coalition witness 
McPeak notes that he has conservatively assumed BellSouth will 
condition 25 pair at a time f o r  both loops over and under 17,500 
feet. (TR 2947) H o w e v e r ,  he did not specifically address this 
assumption as it related to bridged t ap .  

sprint witness McMahon believes that f o r  all BT removals, the 
costs  should be determined on a per location basis. (TR 3162) 
sprint notes that since BT removal was not an issue prior to the 
introduction of xDSL, there was no need for detailed practices and 
that today, Sprint removes BTs on a case-by-case basis, (EXH 7 6 ,  p .  
13 1 
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CONCLUSION 

As with the assumptions for load coil removal, there seem to 
be extreme proposals with regard to how many loops should be 
unbridged at one time. However, there is significantly less 
testimony to support the varying proposals. 

It appears that Data ALEC witness R i o l o  advocates unbridging 
the most pairs (Le. , a minimum of 50 "working" loops at once) . (TR 
2746) He argues that this will provide several benefits to the 
ILEC as well as the ALEC. However, many of h i s  claimed benefits 
appear to be unsupported. For example, he notes that unbridged 
working services have less exposure to maintenance problems, which 
will result in reduced customer trouble reports. (TR 2746-2748) 
Witness Riolo  provided no basis for this statement. Also, he 
believes that the ALEC's conditioning order would trigger an 
unbridging opportunity f o r  the I L E C s  to clean up its outside plant .  
(TR 2748) Staff does not believe providing the ILEC an opportunity 
to "clean up its outside plant"  is a reasonable basis f o r  an 
assumption that is to be used in a UNE cost study. Finally, 
witness Riolo contends that unbridging multiple pairs at a time 
substantially reduces the cost on a per unit basis. Staff believes 
that while this is obviously true, it still does not explain why 50 
pairs should be unbridged at one time. 

@ 

In sharp contrast to witness Riolo's proposal, BellSouth 
assumes 10 pairs will be unbridged at one time; however, it too 
provided no support for this assumption. At his deposition, 
Bellsouth witness Greer was asked if bridged t ap  can be removed 
from more than 10 pairs at one time and he replied: ' y e s ,  it can 
be, if you're willing to do that to your outside plant 
flexibility." (EXH 110, p .  43) Based on the response of witness 
Greer, it appears to staff that BellSouth may have assumed 10 pairs 
will be unbridged at once in order to maintain outside plant 
flexibility. 

Finally, Sprint believes t h a t  the costs for bridged tap should 
be determined on a per location basis and notes that it removes BTs 
on a case-by-case basis. (EXH 7 6 ,  p .  13; McMahon TR 3162) While 
staff believes that there is merit with the ICB pricing 
recommended by Sprint, staff observes that many of the intervenors 
in this proceeding have made it clear that they wish to have firm 
rates in place for UNEs. 
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A s  with most issues in this docket, staff believes that the 
parties' desired end results conflict with one another, thereby 
explaining the divergent proposals. Staff does not believe that 
either party's proposal is well supported; however, since I C B  
pricing is not being proposed, staff must provide a reasonable 
input for t h e  cost study. There was testimony regarding the fac t  
that bridged tap allows network flexibility from Coalition witness 
McPeak, BellSouth witness Greer, and Sprint's witness McMahon. 
(Greer TR 1696; McPeak TR 2934; McMahon TR 3161) S t a f f  believes 
that unbridging an excessive amount of pairs may reduce or hinder 
this flexibility. As discussed in the ULM-LC section of this 
recommendation, the number of pairs conditioned is meant to 
represent an average; on balance, s ta f f  believes that it is 
reasonable to recommend that 25 pairs be unbridged at one time. 
This will still allow BellSouth to maintain flexibility in its 
network, as witness Greer indicated was necessary, while providing 
a reasonable number of pairs that will be unbridged and ready to 
support DSL services. 

PLANT MIX AND "MBER OF BRIDGED TAPS PER LOOP 

Because there is limited testimony on plant mix and the number 
of bridged taps per loop, s ta f f  has combined its analysis on these 
topics. In its study BellSouth assumes that there will be three 
bridged taps per loop and that one of the three bridged t a p  
locations will reside in underground facilities and the remaining 
two will either be in aerial or buried plant21. (EXH 9 5 ,  section 6, 
p.  3 5 )  

Sprint witness McMahon disagrees with BellSouth's assumption 
that 33% of bridged t aps  (one out of three) would need to be 
removed in manholes. He believes that most bridged t aps  occur in 
the distribution plant where there is primarily aerial and buried 
cable and very little underground cable. He notes that cable 
pairs are very rarely bridged in the feeder plant where most 
underground cable occurs, precisely to avoid t h e  high cost of 
re-entering those manhole splices. He argues that virtually all 
bridged tap removal could be done in aerial or buried cable, at far 
less cos t .  However, in t h e  few instances in which cable pairs are 

*IIn its study the  plant mix input f o r  bridged tap is not done on a 
I t  reflects t h a t  one bridged t a p  w i l l  occur in underground percentage basis. 

and t w o  will occur in buried or aerial plant. 
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bridged in a manhole splice, it is very likely that the pair could 
be trimmed at the point at which it leaves the conduit system and 
becomes aerial or buried for distribution. Witness McMahon 
believes this would be far less costly than opening a splice in a 
manhole. (TR 3176-3177) 

Witness Greer disagrees with witness McMahon’s assertion that 
virtually all bridged tap removal would be done in a e r i a l  or buried 
cable. He notes that BellSouth’s rationale recognizes that 
competition for xDSL services in its region has developed first in 
metropolitan areas where the use of underground facilities is the 
norm rather than the exception. (TR 1696) Staff notes that this is 
the same rational BellSouth witness Greer used to support the 
assumption that load coil removal involves 90% underground plant 
and 10% aerial/buried p l a n t .  (TR 1695) 

Data ALECs witness Riolo believes that bridged tap will occur 
5 0 %  of the time in aerial cable and 50% of the t i m e  in buried 
Cable, with only one bridged tap occurring per loop. Witness R i o l o  
argues that bridged tap should not exist in underground feeder 
cable close to the central office. (TR 2756)  0 

CONCLUSION 

Because the ULM-BT element is intended for  any length of loop, 
staff believes that it is likely that on average, a loop may have 
three bridged taps .  As noted by the Coalition witness McPeak, the 
three pair assumption accounts for the fac t  that more or  less than 
three bridged taps could have t o  be removed f r o m  a given loop. (TR 
2953) 

With regard to the location of these loops (Le., underground, 
aerial, or buried), staff believes t h a t  bridged taps will be found 
in distribution plant where there is primarily aerial and buried 
cable and very little underground cable. Therefore, staff 
recommends that BellSouth’s cost study inputs should be modified to 
r e f l ec t  that on average - 5  bridged t aps  will be in underground 
plant and that 2.5 bridged taps  will be found in aer ia l  or buried. 
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WORK ACTIVITIES AND WORK TIMES 

BellSouth proposed the following work times and work 
activities for conditioning loops under 18 kft. 

Table 11-14 
BELLSOUTH'S PROPOSED WORK TIMES & ACTIVITIES FOR ULM-BT 

Description I 

Service Inquiry 

Engineering 

Engineering 

1 
Connect & Test 
(Underground 1 

Connect & Test 
(3uried/Aerial) 

Travel 
(Source: EXH 95, 

Work Activities 

~ 

CRSG/Acct Team receives Service Inquiry (SI) 
from CLEC; forwards to OSPE f o r  handling. Once 
OSPE responds w i t h  Estimated Completion Date 
(END), CRSG follows up w/OSPE until job is 
completed. Upon completion of job, CRSG 
notifies CLEC that loop is conditioned and sends 
SI to LCSC for processing. 

LCSC receives SI, validates for accuracy and 
processes order. 

OSPE receives SI from CRSG, verifies bridged tap 
locations in plats. (Engineering) 

OSPE codes, assigns job number and returns SI to 
CRSG (Clerical) 

~ ~~ 

AFIG receives job from OSPE and posts records 
- 

OSP Construction removes bridged tap. (Setup - 
2 h r s ;  open/close splice 1 hr.; remove bridged 
tap - -75 hr.) 

OSP Construction removes bridged taps (2). 
(Setup - 1 hr; open/close splice - 1 hr.; remove 

bridged tap - -75 hr.) 

OSP Construction travels to bridged tap sites. 
L-ULM.XlS, WPlOO; EXH 39, FL-ULM.XlS, WPlOO) 

Work Time 
(Min. ) 

0.75 

0 . 7 5  

~ 

22.50 

1.67 

5.01 

22.50 

33.00 

~ 

3.0 

As is the case with o t h e r  ULM elements, t he  intervenors 
focused primarily on the ac tua l  activities involved in unloading 
t h e  pairs (the connect and test activities in BellSouth's s t u d y ) .  
There was little testimony, if any, which specifically addressed 
t h e  work times for service inquiry, travel, or engineering f o r  loop 
modification. Staff found that many of the intervenors addressed 
these items under other issues, pr imar i ly  Issue 8 ( d ) .  Therefore, 
this portion of staff's recommendation will address the specific 
activities and work times for unloading the p a i r s .  
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Step 
1 
2 
3 

BellSouth’s activities and work times for removing bridged tap 
are found in its cost study, specifically in file FL-ULM.xls. (EXH 
9 5 )  As previously discussed, BellSouth‘s SMEs provided input i n t o  
the nonrecurring cost development. They provide the process flow, 
t he  work centers involved, any probabilities that may be required, 
and the time required by work center. (TR 132-133) According to 
BellSouth, the  SMEs’ work experience and expertise qualify them to 
provide the data used in BellSouth’s cost study filing in this 
proceeding. (EXH 61, p .  94)  

Description Task b i n .  ) 
oSPC sets up manholes 120.00 
OSPC opens/closes splices 6 0 . 0 0  
OSPC removes bridged t a p  45.00 

In its study, BellSouth did not specifically itemize each 
physical activity required to remove bridged tap. For example, 
BellSouth claims it takes 120 minutes for Outside Plant 
Construction (OSPC) to set up a manhole; however, the study does 
not detail what tasks are included in the 120 minutes. (EXH 95, FL- 
~ ~ M . x l s ,  p .  11) The tables below contain BellSouth‘s proposed 
activities and work times (i.e., connect & test) f o r  loop 
modification in underground plant and aerial/buried p l a n t .  The 
study includes the following assumptions: 1) 10 pairs will be 
unbridged, 2) there are 3 bridged taps per loop, and 3 )  1 bridged 
t a p  will be underground while 2 will be in buried/aerial plant. 
(EXH 95, FL-ULM.XlS) 

Total WorkTime-ULM-BT-Vnderground 

I TABLE 11-15 I 

2 2 . 5 0  

TABLE 11-16 I 
BELLSOUTH’S OSPC - BRIDGED TAP REMOVAL-BWRIED/AERIAL APPLICATION 

Step Description Task (min.) 
60.00 1 OSPC set up 

2 OSPC opens/closes splices 6 0 . 0 0  
3 OSPC removes bridged tap 4 5 . 0 0  
Total WorkTime-WLM-BT-Buried/Aerial 33.00 

r 

Sprint witness McMahon believes that BellSouth has utilized 
inflated work times in its non-recurring cost model f o r  bridged tap 
removal. He states: 0 
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Again, we will ignore, for the moment, the cost  
differences that involve set-up time and opening and 
closing the splice enclosure, and focus on the specific 
work function of removing bridged tap. BST allots 45 
minutes for their technicians to remove bridged tap (snip 
two wires). This equates to roughly $4.50 per pair as 
the BST model assumes 10 are removed at the same time. 
For this same work function, Sprint pays contractors an 
average of 45 cents per pair in underground plant and 3 9  
cents per pair in aerial and buried plant22. (TR 
3175-3176) 

S p r i n t  witness McMahon notes that when "removing" bridged tap 
no plant is actually removed. He explains: 

. . . the two wires of the cable p a i r  are simply cut off 
and capped. In splices in larger cables, this may 
require removing a connector t h a t  splices twenty-five 
pairs at a time, pulling out the bridged pair and 
replacing the connector. (TR 3161-3162) 

Witness McMahon states that it is Sprint's position t h a t  
excessive bridged tap can be removed t h e  majority of the time at 
the customer I s serving terminal, where t h e  customer s drop w i r e  
connects to the distribution cable. (TR 3160-3162) He believes 
that cutting off the pair at the serving terminal at the same time 
t ha t  the xDSL service is installed would bring many loops into 
compliance at very little incremental cost. Cutting off the pair 
at the serving terminal is a common practice. That is, the 
technician could remove the bridged tap while doing the connection 
of the xDSL loop to the customer's drop. This would eliminate a 
separate trip, separate set-up time and separate tear-down time. 
T h e  only additional time would be the few minutes that it would 
take to cut the wires or remove t h e m  from the connector. (TR 
3176-3178) 

BellSouth witness G r e e r  disagrees with S p r i n t  regarding 
Witness Greer argues cutting off the pair at t h e  serving terminal. 

221t appears to staff that perhaps witness McMahon may have mis-spoke. If 
one divides the 45 minutes BellSouth allots for i ts  technicians to remove bridged 
tap by its 10 pair assumption, that equates to 4.5 minutes per pair, not  $ 4 . 5 0  
per pair. 
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that cutting off the cable pair at the serving terminal at the same 
time xDSL service is installed is not a common practice to 
BellSouth. He notes this is because it results in t h e  destruction 
of the continuity of the cable pairs in the network beyond that 
point. The witness contends that this results in the extended 
p a r t  of the cable being unusable unless, at some time in the 
future, work is done to reattach the section. If cable pa i r s  were 
cut off at a given service terminal, witness Greer believes that 
the overal l  capability of the network would be impaired, records 
would no longer be accurate, and additional dispatch costs would be 
incurred to re-establish cable continuity associated with 
subsequent service order activity. Further, witness Greer believes 
that cutting the pair off beyond the serving terminal is not always 
necessary to qualify a circuit for xDSL service. (TR 1696-1697) 

Data ALECs witness Riolo believes that excessive bridged tap 
exists on a loop only if ILECs in Florida ignored industry 
standards and neglected outside plant maintenance. In those 
instances, he believes the I L E C s  should bear. the entire cost of 
removing such bridged tap. (TR 2741) Witness Riolo argues that 
while common in the days of party line service, bridged taps  should 
have been engineered out of the network since 1972. ( R i o l o  TR 2728) 

Witness R i o l o  notes that CSA guidelines permit bridged tap 
use, but only up to a level that generally does not interfere with 
,-SL ( L e . ,  2,500 feet total and 2,000 feet pew individual bridged 
tap). He contends: 

. I . the  ILECs would not need to remove bridged tap from 
plant designed to meet CSA guidelines because the CSA 
design limits bridged tap to a level that would not 
interfere with xDSL. Therefore, bridged tap removal is 
not required f o r  loops t h a t  comply with the CSA standards 
regarding bridged tap. . . . All of the I L E C s '  plant 
should now conform with these twenty-year-old industry 
standards for outside plant construction and maintenance. 
Excessive bridged tap exists on a loop only if I L E C s  in 
Florida ignored industry standards and neglected outside 
plant maintenance. In those instances, I L E C s  should bear 
the entire cost of removing such bridged tap. (TR 2741) 

Witness Riolo argues that if t h e  Commission elects to permit 
BellSouth to impose charges for bridged t a p  removal, he recommends 
that such charges be based on reasonably efficient practices 

0 
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1 
2 
3 
4 

generally employed in the telecommunications industry. The witness 
again notes  his belief t h a t  the ILECS should have eliminated 
bridged taps almost 30 years ago, except for limited end-section 
bridged taps that could be removed i n  the service terminal at the 
time of an installation visit. (TR 2756) In addition, he argues, 
bridged t ap  should not exist in underground feeder cable close t o  
the  central office. Therefore, he assumes that a single case of 
bridged t ap ,  if it occurs, would occur 50 percent of the time at an 
a e r i a l  location, and 50 percent of t h e  time at a buried location. 
Accordingly, witness Riolo advocates t h a t  the Commission use the  
following work steps and time estimates to estimate t h e  cos ts  
involved : 

Descrip tian Task 
m i n .  

Travel t i m e  t o  aerial s p l i c e  location. 2 0  
S e t  up work area protection. 5 

Open sp l ice  case. 5 
10 Set up ladder or bucket  truck. 

5 
6 
7 
8 
9 

- 
ID P I C  p a i r s  fo r  brdg .  t a p  removal 
Remove b r i d g i n g  modules o r  c u t  & c lear  pairs fo r  1st 25-pa i r  group. 
I D  P I C  pairs f o x  brdg.  tap removal 

Clean, reseal, and close s p l i c e  case. 1 0  

f o r  lSt 25-pair binder  group. 

for 2"d 25-pair binder  group. 

2 
2 
2 
2 Remove bridging modules or cut & clear p a i r s  for  2nd 25-pair group. 

(Source: Riolo TR 2757) 
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9 Close down buried site, stow tools and traffic cone. 5 
Tota l  Minutes 39 

No. Technicians 1 
Total Hours 0.65 

Total Timesheet Hours 0.65 
NO. Location< 0.5 

T o t a l  Hours 0.33 
Pairs Unbridged 50 

Minutes per pair 0.4d 

CONCLUSION 

As with load coil removal, Data ALECs witness Riolo argues 
that ILECs should bear the entire cost of removing bridged tap when 
industry standards are ignored and outside plant maintenance is 
neglected. (TR 2741) However, staff does not believe that witness 
Riolo provided sufficient information which demonstrates that 
BellSouth "violated industry standards" or that there is some 
standard that dictates how an ILEC must maintain its outside plant. 
Therefore, staff is not convinced not believe that the ILEC should 
bear the entire cost of bridged t ap  removal. 

Sprint witness McMahon argues that BellSouth's work times are 
inflated and that Sprint pays its contractors significantly less to 
remove bridged taps .  As was discussed earlier in this 
recommendation, staff agrees with Sprint witness McMahon that an 
ALEC should not pay for BellSouth's inefficiencies. However, we 
disagree that BellSouth's costs for work activities performed by 
BellSouth's employees should be developed using contractor rates, 
as opposed to the actual rates BellSouth pays its employees. (EXH 
106, pp. 22-23) In his testimony witness McMahon provided specific 
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information as to what Sprint pays its contractors to unbridge 
pairs; however, no such information was provided f o r  BellSouth. 
Therefore, s t a f f  does not believe it is reasonable to assume that 
BellSouth would pay a contractor t h e  same rate to unbridge its 
pairs especially since, as addressed below, BellSouth’s witness 
Greer notes that Sprint’s unbridging method (Le., cutting off the 
pairs) is not common to BellSouth. 

It appears that both witness McMahon and witness Riolo 
advocate that bridged t aps  can be removed simply by cutting off the 
pair at the serving terminal at the time of an installation visit. 
In fact, witness McMahon notes that cutting off the pair at the 
serving terminal is a common practice. (TR 3177) However, 
BellSouth witness Greer disagrees and notes that this is not a 
common practice for BellSouth because it results in t h e  destruction 
of the continuity of the cable pairs in t he  network beyond that 
point. While witness Greer addressed why he disagrees with cutting 
off the p a i r s  at the serving terminal, he did not specifically 
address if unbridging could or should occur be doEe in conjunction 
w i t h  an installation visit. 

staff agrees that it appears that it may be most efficient for 
BellSouth to remove bridged tap, when necessary, at the time of an 
installation visit , thereby eliminating the need for a separate 
service c a l l .  However, because no specific data was provided 
regarding this assumption, s t a f f  has no notion of how such an 
assumption should be reflected in the  cost study. Furthermore, 
while cutting off a pair at the serving terminal may be a common 
practice f o r  Sprint, staff found nothing compelling in the record 
which we believe would require that this practice be forced upon 
BellSouth. Finally, unlike the work time proposal f o r  load coil 
removal, the times proposed by BellSouth and the Data ALECs are 
extreme even when similar assumptions are applied. Therefore, 
staff does not believe it appropriate to average the proposed work 
times for bridged tap removal. Accordingly, staff recommends 
BellSouth work times for bridged tap removal not be modified at 
this t i m e .  
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A . 1 7 . 5  UNBUNDLED SUB-LOOP MODIFICATION-2W/4W COPPER DISTRIBUTION 
LOAD COIL/EOUIPMENT REMOVAL AND A *  17 6 UNBUNDLED SUB-LOOP 
MODIFICATION-2W/4W COPPER DISTRIBUTION BRIDGED TAP REMOVAL 

As part of its August 16, 2000 cost study revisions, BellSouth 
introduced several new elements. Two of t h e  new elements are 1) 
Unbundled Sub-Loop Modification-2~/4~ Copper Distribution Load 
Coil/Equipment Removal and 2)  Unbundled Sub-Loop Modification-Zw/4w 
Copper Distribution Bridged Tap Removal Load Coil/Equipment 
Removal. (EXH 93, DDC-6, p- 2) Staff notes that these new elements 
w e r e  introduced approximately one month prior to the hearing 
leaving little time for staff or the other parties to review these 
elements in any great detail. Furthermore, BellSouth did not 
provide any documentation or information to support the assumptions 
f o r  these new elements, nor did it provide a description of these 
n e w  elements in its cos t  study narrative (Exhibit 9 5 ,  Section 6). 
Therefore, it is not completely clear to staff what these elements 
represent, why they were proposed, or why BellSouth considers its 
proposed rate reasonable. 

According to BellSouth witness Milner, sub-loop distribution 
facilities are known as the "last mile" to a customer's premises. 
He explains that copper pa i r s  of the loop feeder are individually 
cross-connected to pairs in smaller cables. These smaller cables 
disperse cable pairs and/or loop transmission channels from the 
loop feeder cables. (TR 235) Therefore, it appears to s ta f f  that 
the newly introduced sub-loop modification elements are meant to 
apply to modifications that occur in t h e  sub-loop distribution 
portion of t h e  loop. 

0 

In its study, the following input assumptions were reflected 
for element A.17.5, Unbundled Sub-loop Modification-2~/4~ Copper 
Distribution Load Coil/Equipment Removal: 

'1 pair would be deloaded at a time, 
1.2 load points per pair, 
1 0 %  of the time the load points will reside in underground 

0 9 0 %  of the time the load points will reside in buried/aerial 
plant, and 

plant. (EXH 95, FL-ULM.xls, p. 12) 
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Description 

Service Inquiry 

Service Inquiry 

In addition, the following work times were assumed: 

First Install Additional Install 
(Minutes ) (Minutes) 

7.52 0.00 

7.52 0 . 0 0  

TABLE 11-19 
BELLSOUTH'S PROPOSED WORK TIMES FOR UNBUNDLED SW-LOOP MODIFICATION 

2 ~ / 4 w  COPPER DISTRIBUTION LOAD COIL/EQUIP"T REMOVAL-FIRST/ADDITIONAL 

Engineering 

Connect & Test 

~ 

50.10 0 .00  

162.00 10.80 

Engineering 1 2 2 5 . 0 0  I o . 0 0  

Engineering 116.70 10.00 

~ 

Travel 30.00 0 . 0 0  
:Source: EXH 95, FL.ULM.xls, WP100) 

As noted above, t h e r e  is no documentation or testimony from 
BellSouth t h a t  suppor ts  the appropriateness of these assumptions. 

In its study, t h e  following input assumptions w e r e  reflected 
for element A.17.6 Unbundled Sub-loop Modification-2~/4~ Copper 
Distribution Bridged Tap Removal: 

0 3 bridged taps will be removed in total from the sub-loop, 

2 bridged taps will be removed from buried/aerial plant. 
e 1 bridged tap will be removed from underground plant, and 
0 

(EXH 95, FL-ULM-XLS, p -  12) 
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First install 
(Minutes 1 

7 .52  

7.52 

2 2 5 . 0 0  

16.70 

50.10 

433 a 5 0  

30.00 

The following work times were assumed: 

Additional Insta l l  
(Minutes) 

0 . 0 0  

0.00 

0.00 

0.00 

0.00 

13.50 

0 . 0 0  

TABLE 11-20 
BELLSOUTH'S PROPOSED WORK TIMJ3S FOR UNBUNDLED SW-LOOP MODIFICATION 

2 W / 4 W  COPPER DISTRIBUTION BRIDGED TAP REMOVAL-FIRST/ADDITIONAL 

Description 

Service Inquiry 

Service Inqu i ry  

Engineering 
~~ 

Engineering 
~~ _____ 

Engineering 

Connect & Test 

Travel 
Source: EXH 95, FL.ULM.xl 

In his supplemental rebuttal testimony Data ALEC witness Riolo 
commented on Bel lSouth ' s  newly proposed elements. Witness Riolo 
stated that: 

. . . distribution plant, frequently referred to as "the 
l a s t  mile," is not likely to contain load coils. In 
fact, transmission design standards require that no load 
coils may exist in the last 3,000 feet closest  to the 
customer's location, and that there may be between 3,000 
feet and 12,000 feet of a copper loop between the l a s t  
load coil and the customer's location. [See Bellcore 
Telecommunications Transmission Engineering, Volume 3, 
Networks and Services, 1990, at 106.1 This situation 
exists, of course, unless an engineering design error has 
occurred. Furthermore, BST has inflated the costs for 
removing these elements by assuming that distribution 
%zonditioning" jobs would be performed on only one pair 
at a time. As I explained in my July 31st testimony [at 
81-90], it is a standard efficient engineering practice 
to deload and unbridge more than one loop at a time. 
Indeed, it is important to prevent multiple re-entries 
into outside p l a n t  splices because multiple re-entries 
can cause serious deterioration in the wire insulation 
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that will cause telephone wires to break or short out. 
It is standard engineering practice to attempt to 
maintain "binder group integrity, that is, to splice and 
otherwise treat all of t h e  pairs in a given binder group 
as a unit. Single pair splicing, i.e., splicing only one 
or a few of t h e  pairs in a given binder group for some 
purpose, has been avoided for decades. (TR 2764) 

As with loop conditioning for loops under 18 kft witness Riolo 
believes that it is most appropriate to remove all load coils when 
a dispatch occurs. The witness contends that it is entirely 
irrelevant if those coils are on feeder or distribution plant. He 
again notes his belief that load coils do not belong on POTS lines 
of less than 18,000 feet, and the existence of such load coils 
degrades t h e  speed of plain old analog modems. (TR 2765) 

Witness Riolo notes that copper cables closer t o  the central 
office normally consist of larger cable sizes; however, 
distribution cable is normally farther from the central office. He 
believes that while 100 to 300 pairs, or even more, would easily be 
conditioned at one time on a cable close to the central office, it 
might not be possible to condition that many pairs on smaller 
distribution cables farther from t h e  central office. (TR 2765) 
Hence, when the conditioning effort is limited to distribution, the 
total number of lines that could efficiently be conditioned at one 
time would be smaller than for loops looked at in t o t a l  (i.e., 
considering feeder and distribution). That being said, he argues 
that it does not change the  fact that it is clearly inefficient to 
condition only one pair at a time. As the witness previously 
argued, an engineer would endeavor to maintain binder group 
integrity wherever possible, "thereby supporting my opinion that 
costs should be based on no m o r e  than 1/25th of t h e  cost  of the 
dispatch and work to condition loops at one site." ( T R  2765-2766)  

Witness Riolo does not believe that the activities and work 
time assumptions (i .e.  , connect and test) underlying BellSouth's 
proposed costs for these new distribution l'conditioningll elements 
reflect efficient practices. He argues that BellSouth's proposed 
c o s t s  for the  t w o  new elements reflect the same inefficient t a s k s  
and work times that it has used in its other conditioning elements. 
The witness believes that if the Commission permits BellSouth to 
impose charges for subloop conditioning then those charges should 
be based on practices generally employed in the telecommunications 
industry and on reasonably efficient t a s k  time estimates. (TR 2767) 
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The witness notes: 

As I explained in my previous testimony, u s u a l l y  only 
three load coils would appear on a loop at 6,000-foot 
intervals (for example, at 3,000 feet, 9 , 0 0 0  feet, and at 
15,000 feet). Two of these would typically be in the 
underground portion of the loop. Typically that would 
leave one load coil in the aerial or buried portion of 
the loop. Even if the last load coil w e r e  to appear in 
the "last mile" distribution portion of the loop, BST has 
unaccountably assumed t h a t  on average 1.2 load c o i l s  will 
appear in that distribution portion. This is 
particularly odd given BST's assumption t h a t  a loop will 
contain 2.1 load coils on average. Thus, BST appears to 
be saying that more than half of the load coils on a loop 
occur in t h e  distribution portion, which is clearly 
suspect. (TR 2767-2768) 

Witness Riolo assumes that where loaded distribution cable is 
involved, only one load coil would appear in t h a t  distribution 
portion of a loaded loop, on average. Furthermore, he believes 
that it is unlikely that any of the distribution portion will be 
underground. He notes that the  t o t a l  actual shea th  kilometers of 
cable as reported in the FCC's ARMIS database indicates only 11.5% 
underground for both feeder and distribution plant. The witness, 
however, used BellSouth's assumption that 10% of the distribution 
load coils would actually appear in underground facilities. 
Furthermore, he assumed that 45% of the time t he  load coils would 
be at an aerial location and 45% of the  time the load coil would be 
at a buried location. (TR 2768) Witness Riolo no tes  that he 
believes his plant mix assumptions are conservative. The witness 
recommends that the Commission use the following work steps and 
conservative time estimates to develop t h e  costs involved in 
removing an interfering load coil from a distribution sub-loop: 

@ 
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1 
2 
3 
4 
5 
6 
7 

8 
9 
LO 
LI 
12 
13 

Description Task 
rnin . 

Travel time to underground splice location 20 
Set up work area protection and underground work site 5 

Buffer cable / Rerack cable / set up splice 5 
Open splice case 5 
Identify pairs to be deloaded 5 
Bridge binder group fo r  service continuity (if necessary) 5 
Remove / sever connection from main cable to load \‘in” & “out” taps 3 
Rejoin / splice pairs through main cable 5 
Remove bridging modules from Step  7 2 
Clean, reseal, and close splice case 10 
Rack cables, pressure test cables in manhole 10 
Close down manhole, stow tools, break down work area protection 10 

Pump and ventilate manhole 15 

Weighted Average Minutes per pai 
Source: R i o l o  TR 2769) 
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1 
2 
3 
4 

TABLE 11-22 

Description Task 
(min. 

Travel time to aerial s p l i c e  location from underground splice 10 
Set up work area protection 5 
Set up ladder or bucket t r u c k  10 
Open splice case 5 

5 
6 
7 
8 
9 
10 
11 
12 

~ 

Identify P I C  pairs to be deloaded 2 
B r i d g e  binder group for service continuity (if necessary) 5 
Remove / sever connection from main cable to load "in" & "out" taps 3 
Rejoin / sp l ice  pairs through main cable 5 
Remove bridging modules f r o m  Step 6 2 
Clean, reseal, and close splice case 10 
Secure splice case to strand and clean up work area 10 
Close down aerial site, stow tools, break down work area protection 10 

T o t a l  Minutes 

NO. Locations1 0 . 4 5  

77 

Total Hours1 0.58 

Total Hours 
No. Technicians 

Total Timesheet Hours 

Pairs deloaded 25 

1.28 
1 

1.28 

Weiqhted Averaqe Minutes Der D a i A  1.39 - & - 
(Source: Riolo TR 2770) 
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~~ 

1 Travel time to buried splice location f rom underground splice 
2 S e t  up traffic cone at r e a r  bumper of t r u c k  
3 Walk to site & open splice pedestal 
5 Identify P I C  p a i r s  to be deloaded 

TABLE 11-23 
BURIED LOAD COIL REMOVAL FROM DISTRIBUTION AT A PEDESTAL ( 4 5 %  occurrence) 
I Description I Task 

min. 
10 
1 
2 
2 

7 

Bridge binder group for service continuity (if necessary) 1 '  
Remove / sever connection from main cable to load 'in' & 'out taps 1 3  

8 

9 
10 
11 

Using t h e  same criteria as stated earlier, witness Riolo 
conservatively assumes that a single case of bridged t a p ,  if it 
occurs, would occur 5 0 %  of the time at an a e r i a l  location and 50% 
of the time at a buried location. (Riolo TR 2771) He believes 
t h e  Commission can use the following work steps and conservative 
t i m e  estimates to estimate the costs involved in removing bridged 
t ap  from a distribution sub-loop: 

Rejoin / splice pairs through main cable 5 
Remove bridging modules from Step 6 2 
Secure splice within buried pedestal and clean up work area 3 
Close down buried site, stow tools and traffic cone 5 

- 581 - 

Total Minutes 
Total Hours 

No. Technicians 
Total Timesheet Hours 

No. Locations 
Total Hours 

Pairs deloaded 
Weighted Average Minutes pew p a i r  

3 8  
0.63 
1 

0.63 
0.45 
0.29 

2 5  
0.68 
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1 
2 
3 
4 

5 
6 
7 

8 
9 

7 

Task 
(min. 

Description 

Travel time to ae r i a l  Splice location 20 
Set up work area protection 5 
Set up ladder or bucket truck 10 
Open splice case 5 
Identify P I C  pairs for bridged tap  removal 2 
R e m o v e  bridging modules or cut & clear pairs 2 
Clean, reseal ,  and close splice case 10 
Secure splice case to strand and clean up work area 10 
C l o s e  down aerial s i t e ,  stow tools, break down work area protection . io 

Total Minutes 74 

No. Technicians 1 
Total Hours 1.23 

Total Timesheet Hours 1.23 
No. Locations 0.5 
Total Hours 0.62 

Pairs Unbridged 25 
Weighted Average Minutes Per Pair 1.48 

r TABLE 11-25 
BURIED BRIDGED TAP REMOVAL FROM DISTRIBUTION AT A PEDESTAL ( 4 5 %  occurrence) 

I 

Description I Task 
1 
2 
3 
4 
5 
6 

m i n  . 
Travel t i m e  to buried splice location 20 
Set up traffic cone at rear bumper of truck 1 
Walk to site & open splice pedestal 2 
Identify PIC pairs for bridged tap removal 2 
Remove bridging modules or cut & clear  pairs 2 
Secure spl ice  within buried pedestal and clean up work area 3 
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7 Close down buried site, stow tools and traffic cone 
Total Minutes 
Total Hours 

No. Technicians 
Total Timesheet Hours 

No. Locations 
T o t a l  Hours 

Pairs Unbxidged 
Weighted Average Minutes P e r  P a i r  

5 
35 

0.58 
1 

0 . 5 8  
0.5 
0.62 

25  
0 . 7 0  
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- 
TABLE 11-26 

OSPC - LOAD COIL SUB LOOP UNDERGROUND APPLICATION-FIRST & ADDITIONAL 
Step Description Task (First) Task ( A d d t l )  

( m i n .  ) ( m i n .  ) 
. 1 OSPC sets up manholes 120.00 

2 OSPC opens/closes splices 60.00 
3 OSPC deloads 1 pair 9.00 9 - 0 0  

Total Work time-ULM-LC-Subloop- 2 2 . 6 8  1.08 
Underground 

Like  the Data ALECs, Sprint  f i n d s  that BellSouth's NRCs for 
Unbundled Sub-Loop Modification use inflated work times and 
questionable work steps. He notes: 

BellSouth has NRCs for both load coil removal and bridged 
tap removal. In both those NRCs, BellSouth claims 3.75 
hours of engineering time is necessary. Sprint believes 
t h a t  3.75 hours of engineering time is clearly excessive. 
This is ten t i m e s  the  0 . 3 7 5  hours  Bellsouth claims is 
necessary for short loop modifications for load coils and 
bridged t ap .  Sprint bel ieves  that engineering for loop 
and sub-loop modifications should be similar. Similarly, 
BellSouth claims 2.7 hours  is necessary for connect and 
test for sub-loop load coil removal, but that 0.924 hours 
is necessary f o r  loop load coil removal. Also, BellSouth 
claims 7.225 hours is necessary for connect and test for 
sub-loop bridged tap removal, but that 0.925 hours is 
necessary for loop bridged tap removal. Connect and test 
f o r  loop and sub-loop modifications should also be 
similar or t h e  same as for the entire loop. (TR 3189- 
3190) 

BellSouth's activities and work time assumptions for subloop 
modification are similar to those proposed for deloading loops over 
18 kft. BellSouth's connect and test work times are shown below. 

Additional - 9 min. X 1.2 load coils removed x 10% probability underground/l pair 

(Source: EXH 95, FL-ULM.xls, p .  12) 
= 1-08 
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Step Description 

1 OSPC set up 
2 OSPC opens/closes splices 

Total Work time-ULM-LC-Subloop - 
Buried/Aerial 

3 OSPC deloads 1 pair 

Task (min.) Task (Addtl) 
( m i n .  ) 

60.00 
60.00 
9.00 9.00 
139.32 9 . 7 2  

TABLE 11-28 

Step Description 

1 OSPC set up 
2 OSPC opens/closes splices 
3 . O S P C  removes bridged t ap  

Total Work time-VLM-BT Subloop- 

Task (min.) Task (Addtl) 
( m i n  . ) 

120.00 
60.00 
4.50 4.50 
1 8 4 . 5 0  4 . 5 0  

Underground i i s s t  - 1 8 4 . 5  min. x 1 bridged t a p  underground/l pair = 184.5 
I I 

L 

TABLE 11-29 
OSPC - BRIDGED TAP SUBLOOP 3URIED/AERIAL APPLICATION 

Step Description Task (min.) Task (Addtl) 
(min. ) 

1 OSPC set up 60.00 
2 OSPC opens/closes splices 60.00 
3 OSPC deloads 1 pair 4.50 4 . 5 0  

Total Work time-ULM-BT Subloop - 2 4 9 . 0 0  9 . 0 0  
Buri ed/Aeri a1 

Additional - 4 . 5  min. X 1 bridged tap/l pair = 4.50 
(Source: EXH 9 5 ,  FL-ULM.xls) 
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CONCLUSION 

As noted above, BellSouth introduced these subloop 
modification elements in its revised study filed on August 16, 
2000, .approximately one month prior to the hearing. staff  was 
dismayed at the fact that BellSouth introduced new elements only 
weeks prior to the hearing, especially since BellSouth did not 
provide any supporting testimony for these elements. Staff 
believes that because the intervenors were requi red  to file any 
supplemental rebuttal testimony 12 days later, on August 28, 2 0 0 0 ,  
there was little opportunity to throughly review and comment on 
portions of t h e  study that introduced new elements. Hence, staff 
believes the record as it relates to elements A.17.5 and A.17.6, is 
highly deficient. 

With the exception of plant mix and number of load points, 
BellSouth‘s subloop modification element inputs are identical to 
those proposed by BellSouth f o r  loop modification on long loops. 
S t a f f  does not know why BellSouth assumed subloop modification 
would be similar to conditioning long loops as opposed to 
conditioning short loops,  particularly since s t a f f  believes that 
subloop distribution facilities (i .e., the l as t  mile) tend to be 
shorter loops. A l s o ,  we do not know why BellSouth decided that 
these conditioning elements would have a first and additional ra te  

Both Data ALEC witness R i o l o  and S p r i n t  witness McMahon 
believe BellSouth’s proposed rates f o r  subloop modification are 
inappropriate. Specifically, in his testimony witness Riolo notes 
that BellSouth’s proposed costs f o r  the two new elements reflect 
t h e  same inefficient tasks and work times that it has used in its 
other  conditioning elements. Witness R i o l o  recommends that 
BellSouth modify 25 subloop pairs at once because he believes that 
it is inefficient to condition only one pair at a time. As 
previously argued by the witness, he believes an engineer would 

23BellSouth had proposed a first and additional rate structure for 
conditioning loops over 18 kft; however, as noted earlier in staff’s analysis, 
BellSouth adopted a new rate s t ruc ture  for the U L M  Load Coil Equipment Removal- 
Long. According to information in its B r i e f ,  this new structure reflects an 
average approach assuming that two long loops will be conditioned per job, which 
would eliminate the high charge for the first load coil and a much lower charge 
for subsequent load coils embodied in BellSouth’s earlier rate structure. 
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endeavor to maintain binder group integrity wherever possible, 
“thereby supporting my opinion that costs should be based on no 
more than 1/25th of the cos t  of the dispatch and work to condition 
loops at one site.” (TR 2766) As discussed earlier in this 
recommendation, staff believes there is merit in maintaining binder 
group integrity and when reasonable, on average, m o r e  than one pair 
should be conditioned at a time. Unlike the  testimony provided by 
BellSouth f o r  its other loop conditioning elements, it did not 
provide any testimony here which would indicate tha t  other services 
(voice grade or special) would be harmed if multiple subloop pairs 
were conditioned at one time. Therefore, staff recommends that 
subloops be conditioned 25 pairs at a time. 

It appears that witness Riolo also disagrees with the number 
of load points and bridged taps assumed per subloop by BellSouth in 
its subloop modification study. BellSouth assumes 1.2 load points 
and 3 bridged taps per subloop location. Witness R i o l o  on the 
other hand assumes on average only 1 load point and one bridged tap 
will be present per subloop pair. Regarding his load point 
assumption, witness Riolo notes that he finds it suspect that 
BellSouth assumes that more than half of the load coils on a loop 
occur in the distribution portion. (TR 2 7 6 7 - 2 7 6 8 )  Witness Riolo 
did not specifically s t a t e  why he has assumed only one bridged t a p  
per subloop. In Tables 11-1 and 11-11 BellSouth provided data to 
support its load point assumptions for modifying loops over and 
under 18 kft; however, no such data was provided to support its 
subloop assumption, nor did it provide an explanation why three 
bridged taps would be present on the subloop. Staff believes that 
the difference in the load point assumptions between BellSouth and 
the Data ALECs R i o l o  is not material. Furthermore, the evidence as 
it relates to this topic is sparse; therefore, staff would 
recommend that the load point assumption remain at 1.2 load points 
per subloop. 

On the other hand, staff believes that difference in the 
bridged tap assumptions is more significant ( L e - ,  1 versus 3). As 
noted in its recommendation regarding bridged t ap  removal on the 
entire loop, staff believes that it is likely that on average, a 
loop may have three bridged taps. However, staff does not believe 
it is rational that a subloop will also have three bridged taps on 
average. Therefore, staff believe it is appropriate t o  make reduce 
the number of bridged taps assumed to be in the subloop from 3 to 
2 .  Although witness R i o l o  believes there is only 1 bridged tap in 
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the subloop he did not provide any testimony which supports this 
assumption. Therefore, staff believes that there is no evidence to 
support such a further reduction in the number of bridged taps 
assumed. 

with regard to t h e  plant mix inputs for load coil removal in 
the subloop, witness Riolo used BellSouth's assumption that 10% of 
the distribution load coils would actually appear in underground 
facilities. Furthermore, he assumed that 90% of the time the load 
coils would be at an aerial location or buried location (45% 
aeria1/45% buried). (TR 2768) Witness R i o l o  believes his plant 
mix assumptions are conservative. As noted ea r l i e r  in this 
recommendation, in the distribution plant there is primarily aerial 
and buried cable and very little underground cable; therefore, 
staff believes that the load coil plant mix assumption (10% 
underground, 9 0 %  aerial/buried) is reasonable. 

For bridged t a p  removal BellSouth assumed that 1 bridged tap 
will be underground and 2 will be in buried or aerial plant. As 
with bridged t ap  removal f o r  the entire loop, Data ALEC witness 
Riolo assumes that no bridged taps will be found in underground 
plant and that the one bridged tap he believes to be present will 
reside in aerial plant 50% of the time and buried plant 5 0 %  of the 
time. As noted in earlier portions of this recommendation, s ta f f  
believes that in the distribution plant there is primarily aerial 
and buried cable and very little underground cable. Therefore, 
s t a f f  recommends that BellSouth's cost study inputs should be 
modified to reflect that on average .5  bridged taps will be in 
underground plant and that 1.5 bridged taps will be found in aerial 
or buried. 

Finally, w i t h  regard to the work time assumptions, Sprint 
witness McMahon argues that engineering and connect and test f o r  
loop and subloop modifications should be similar or the same as  fo r  
the entire loop. (TR 3189-3190) Staff agrees. As noted above, 
BellSouth's proposed work times for subloop unbundling are the same 
as the work times for modifying loops over 18 kft. Like BellSouth, 
witness Riolo uses the same work times and work steps for 
unbundled subloops as for the entire loop. Therefore, staff 
recommends that t h e  connect and test work times proposed by staff 
for element A.17.2 be used here as well. 
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ISSUE STAFF'S RECOMKENDATION 

- 5 8 8  - 

Number of Pairs Conditioned 

Number of Load Points 

Plant Mix 

Work Times (Connect & Test) 

ULM-Additive 

25 pairs 

2.1 

75% underground; 25% buried/aerial 

235 min. underground conditioning 
140 min. aerial/buried conditioning 

None 

Number of Pairs Conditioned 

Number of Load Points 

Plant Mix 

Work Times (Connect & Test) 

2 pairs 

3.5 

75% underground; 25% buried/aerial 

235 min. underground conditioning 
140 min. aerial/buried conditioning 

Number of Pairs Conditioned 

Number of Bridged Taps 

Plant Mix 

Work Times (Connect & Test) 

25 pairs 

3 

.5 bridged taps underground 
2.5 bridged taps buried/aerial 

225 min. underground conditioning 
165 min. aerial/buried conditioning 

Number of Pairs Conditioned 

Number of Load Points 

Plant Mix 

Work Times (Connect & Test) 

~~ 

25 pairs 

1.2 

10% underground; 90% buried/aerial 

235 min. underground conditioning 
140 min. aerial/buried conditioning 
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Number of Bridged Taps 

Plant Mix 

Work Times (Connect & Test) 

A . 1 7 . 6  UNBUNDLED SUB-LOOP MODIFICATION-2W/4W COPPER 

DISTRIBUTION BRIDGED TAP REMOVAL 

Number of P a i r s  Conditioned 25 pairs 
~~ 

2 

.5 bridged taps underground 
1.5 bridged taps buriedlaerial 

225 min. underground conditioning 
165 min. aerial/buried conditioning 

J . 3  LOOP MAKE-UP (LMU) INFORMATION 

Although not originally identified as an issue in this 
proceeding, the rate fo r  loop make-up (LMU) information as well as 

information or loop qualification information identifies the 
physical attributes of the  loop plant, such as loop gauge and 
length, bridged taps, load coils, presence of DLC, and other 
equipment that is part of local  loop facilities. The ALEC utilizes 
the LMOT information to determine if the loop facilities will 
support the xDSL or o the r  advanced service it intends to provide to 
its end user customers. (Murray TR 2567;  EXH 61, p. 42; Pate TR 
1618) 

access to LMU information became an issue in this docket. LMU 

BellSouth is proposing both a mechanized LMU element, and a 
manual L W  elements with and without a Facility Reservation Number 
(FRN). Its proposed rates are: 

e Mechanized Loop Make-up - 

e Manual Loop Make-up without FRN - 

e Manual Loop Make-up with FRN - 

(EXH 92, Revised A m - 1 ,  p. 7) 

$.6888 per query 

$132.82 (NRC) 

$138.61 (NRC) 

Staff notes that in its August 16, 2000, filing BellSouth 
revised its proposed rate for mechanized LMU from $1.08 per query 
to $ . 6 8 8 8  per  query. According to BellSouth witness Caldwell, t h e  
reduction was a result of lower than expected costs for 
implementing t he  mechanized process. (Caldwell TR 1208) 
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Specifically, as noted by BellSouth, the changes which caused the 
reduction are : 

Corrected inclusion of only 1 year of annual cost 
associated with RTU rather than 3 years as appropriate, 
substantially reduces inputs for  material prices for PCS, 
Data Communications Devices, Mid-range computers, and 
equipment installation; included new input f o r  Data 
Communications Material expense, adjusted number of 
hardware units, eliminated Data Communications 
Maintenance and Ongoing Desktop Support were [sic] from 
the study, and substantially reduced Software and Mid- 
range computer hardware maintenance. (EXH 72, p .  12) 

In order to provide mechanized loop make-up information, 
BellSouth is developing electronic access to its Loop Facility 
Assignment Control System (LFACS) as part of pre-ordering for a 
loop make-up data query. This access will be via the pre-ordering 
functionality of the Telecommunications Access Gateway (TAG) and 
Local Exchange Navigation System (LENS) electronic interfaces. A 
beta testing process for mechanized loop make-up began July 31, 
2000 with selected ALECs and testing was expected to conclude m i d -  
October or ear ly November 2000. ( P a t e  TR 1619; EXH 103, p .  82) 

@ 

The LMU information will be obtained from the  LFACS database 
via BellSouth‘s existing electronic interfaces. The ALEC will be 
able to request LMU information by means of the following pre-  
ordering transactions: 

1) Working facility by telephone number and address. 
2) Working facility by circuit ID and address. 
3) Spare facilities (up to 10 per request) at a given address - 

4) Spare facilities (up to 10 per request) at a given address - 
query only, 

with pair reservation. (Pate TR 1619) 

In describing BellSouth’s mechanized loop make-up process, 
witness Pate notes: 

Specifically, it will use the L o c a l  Exchange Navigation 
System, LENS, that we’ve discussed with this Commission 
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before as well as TAG, Telecommunications Access Gateway. 
(TR 1643) 

I . . Using that - -  either one of those interfaces from 
a pre-ordering mode, the ALEC can input and query LFACS 
for spare, as well as working facilities. If it's a 
working facility, they would obviously put the circuit 
identification or telephone number in, along with the 
address. (TR 1644) 

If it's f o r  spare facilities, they would just put the 
address in. They have the ability to query up to 10 
spares. Of course, if it's a working facility, you just 
need query in that specific facility. And you have t h e  
ability to query for those spares to just ge t  the 
information back or to ge t  the information back as well 
as reserve that facility. Based upon that query, you 
will also input the type of loop for which you are 
inquiring. (TR 1644) 

The four products that are defined right now is the ADSL, 
the HDSL,  the unbundled copper loop shor t ,  and the 
unbundled copper loop long. Then, t he  query will come 
back and give you that information listed i n t o  detail. 
Youlll always get something back. (TR 1644) 

At his deposition and during cross-examination, witness P a t e  
provided additional information regarding BellSouth's mechanized 
loop make-up process. To begin with, he noted that while core 
information is in LFACS for 100% of BellSouth's loops region-wide, 
only about 30% of its loops have the  detailed loop make-up 
information necessary to qualify the loop. However, in 
metropolitan area witness Pate believes t h e r e  is complete 
information on approximately 80% of the loops. (EXH 103, pp. 30-32) 
If LFACs does not contain the complete information necessary to 
qualify a loop, then the ALEC must use the manual qualification 
process. (Pate TR 1649) The witness also clarified that the ALEC 
must decide up front if it will just  do a query or if it will do a 
query and a reserve. If the ALEC chooses to reserve a loop, the 
loop is held for four days. (EXH 103, p. 34) Also, up-front the 
ALEC must designate which one of the four loop types (ADSL, HDSL, 
UCI; long or short) it wishes to query. (EXH 103, p .  8 7 )  
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BellSouth's manual 
compl et es the "Customer 

LMU process requires that the ALEC 
Information'' section of the Loop Make-up 

Service Inquiry (SI) form indicating it wants the loop make-up by 
telephone number or address. According to witness Pate, t h e  ALEC 
then submits the Loop Make-up SI form to the Complex Resale 
Services Group (CRSG) The CRSG forwards the SI form to 
BellSouth's Outside Plant Engineering Service Activation Center 
( S A C ) .  The SAC verifies t he  availability of loop facilities. The 
SAC will supply a suitable copper pair and a DLC make-up for the 
requested address or requested telephone number. If either a 
copper pair, or DLC, but not both exists at that address/telephone 
number, the SAC will indicate in the "Comments Section" which is 
not available at the requested location. (Pate TR 1620) 

The issue of loop make-up was addressed by the FCC in its UNE 
Remand Order. Paragraphs 426 - 429 of t h e  FCC's UNE Remand Order 
specifically address ALEC access to the incumbents' loop make-up 
information. These paragraphs state, in pertinent part: 

. . . the Commission should clarify that the pre-ordering 
function includes access to loop qualification 
information. Loop qualification information identifies 
the physical attributes of the loop plant (such as loop 
length, the presence of analog load coils and bridge 
taps,  and the presence and type of Digital Loop Carrier) 
that enable carriers to determine whether the loop is 
capable of supporting xDSL and o the r  advanced 
technologies. ( 7  426) 

. . . an incumbent LEC must provide the requesting 
carrier with nondiscriminatory access to the same 
detailed information about the loop that is available to 
the incumbent, so that the requesting carrier can make an 
independent judgement about whether the loop is capable 
of supporting the advanced services equipment the 
requesting carrier intends to install. (11 427) 

. . - an incumbent must provide access to the underlying 
loop information and may not filter or digest such 
information to provide only t h a t  information t h a t  is 
useful in the provision of a particular type of xDSL that 
the incumbent chooses to offer. For example, SBC 
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provides  ADSL service to its customers, which has a 
general limitation of use for loops less  than 18,000 
feet. In order t o  determine whether a particular loop is 
less than 18,000 feet, SBC has developed a database used 
by its retail representatives that indicates only whether 
the loop falls into a "green, yellow, or red" category. 
Under our nondiscrimination requirement, an incumbent LEC 
can not limit access to loop qualification information to 
such a "green, yellow, or red" - indicator. Instead, the 
incumbent LEC must provide access to the underlying loop 
qualification information contained in t h e  engineering 
records, plant records, and other back office systems so 
that requesting carriers can make their own judgements 
about whether those loops are suitable for the services 
the requesting carrier seeks to offer. Otherwise, 
incumbent LECs would be able to discriminate against 
o the r  xDSL technologies in favor of their own xDSL 
technology. (f l 428 )  

W e  disagree, however, with Covad's unqualified request 
that the Commission require incumbent LECs to catalogue, 
inventory, and make available to competitors loop 
qualification information through automated OSS even when 
it has no such information available to i t s e l f .  If an 
incumbent LEC has not compiled such information for 
itself, we do not require the incumbent to conduct a 
plant inventory and construct a database on behalf of 
requesting carriers. We find, however, that an incumbent 
LEC t h a t  has manual access to this sort of information 
f o r  itself, or any affiliate, must also provide access to 
it to a requesting competitor on a non-discriminatory 
basis. In addition, we expect that incumbent LECs will 
be updating their electronic database for their o m  xDSL 
deployment and, to the extent their employees have access 
to the information in an electronic format, that same 
format should be made available to new entrants via an 
electronic interface. (fl 429) 

Sta f f  believes that after reviewing the pertinent portions of 
the W E  Remand Order, and the testimony presented, the Commission 
must address at least three issues related to BellSouth's loop 
make-up offerings. F i r s t ,  is BellSouth providing t h e  ALECs with 
comparable access to loop make-up information as it provides to 
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itself? Second, does BellSouth‘s LMU offering comport with the 
FCC’s UNE Remand Order? Third, what rates if any should apply when 
the ALEC accesses LMU information? 

IS BELLSOUTH PROVIDING ALECS COMPARABLE ACCESS TO 
LOOP MAKE-UP INFORMATION? 

As stated in the FCC’s UNE Remand Order the incumbent LEC is 
required to provide the ALEC with nondiscriminatory access to the 
same detailed information about the loop that is available to the 
incumbent, so that the requesting carrier can make an independent 
judgement about whether the loop is capable of supporting t h e  
advanced services equipment the requesting carrier intends to 
install. (UNE Remand Order 426-429)  Sta f f  notes that there was 
little testimony specifically addressing whether or not the access 
BellSouth is providing is comparable. 

In order to determine if BellSouth is providing ALECs 
comparable access to LMU information, one must first look at how 
BellSouth‘s own personnel access LMU information. In response to 
a discovery request BellSouth noted that: 

BellSouth’s Outside Plant Engineering (OSPE) group in 
Florida currently access the Loop Facility Assignment 
System (LFACs) to determine if an unbundled loop is 
qualified for DSL. If the loop make-up information does 
not appear in LFACS, the OSPE group in Florida may access 
to compile the loop make-up information. (EXH 61, p .  
1630) 

According to BellSouth’s witness Pate, LFACS is available 
electronically to the BellSouth’s personnel in outside plant 
engineering. He notes that they have access via terminals that 
would be directed to LFACS because they are the individuals that 
are either inputting data into LFACS or getting information out of 
WACS to do their daily job. (EXH 103, p.  11) Map Viewer is also 
with the OSP engineering group. It is a software that has access 
to the BellSouth corporate facilities database. Witness Pate 
clarified that the corporate facilities database is where 
BellSouth‘s plats reside. (EXH 103, pp- 14-15) It thus appears that 
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BellSouth‘s personnel access LMU information via the LFACs database 
and in some cases Map Viewer24. 

At deposition, witness Pate was asked to address 
nondiscriminatory access. He stated that he understands 
nondiscriminatory access to be access that gives the ALEC 
information in substantially the same time and manner as BellSouth 
provides to itself. He contends that BellSouth must provide access 
to the underlying information in i ts  database, but not necessarily 
direct access to the database. He does not believe that if 
BellSouth has electronic access to a database, that it requires 
the ALEC a l s o  get electronic access to the database. (EXH 103, pp. 
16-17) Furthermore, witness Pate noted that he did not believe 
cos t  is a factor in determining if access is discriminatory. He 

are time and manner, not costs. He believes the pertinent factors 
clarifies that : 

From a price standpoint, 
same time and manner, the 
process i t s e l f  would be 
price would be an issue. 

Finally, witness Pate was 

when I say substantially the 
price would probably - - the 
so similar I don’t think the 
(EXH 103, p .  19) 

asked if he believes t h a t  under the 
FCC orders BellSouth is required to provide ALECs electronic access 
to loop make-up. Witness Pate replied that he does not believe 
electronic access is required. When asked why i s  BellSouth 
providing electronic access, he explained that frankly “it’s a good 
business decision.” (EXH 103, p .  2 3 )  

Data ALECs witness Murray provided testimony as it relates to 
the rates for both BellSouth’s manual and mechanized LMU offerings. 
However, with regard to access she only addressed BellSouth’s 
manual process, noting ” . . . it does not reflect the efficient, 
forward-looking method that BST itself is deploying f o r  access to 
loop makeup information.” (TR 2479) 

24According to witness Pate Map Viewer is not a database, but r a t h e r  a 
software application. (EXB 103, p .  10) It provides certain BellSouth employees 
with access to BellSouth’s electronically stored p l a t s  records. Map Viewer 
accesses plats to compile a loop make-up report .  However, the p l a t  records 
accessed through Map Viewer contain significantly more information than loop 
make-up. (TR 1622) 
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When asked to comment on witness Murray's assertion, 
BellSouth's witness Caldwell stated: 

First of all, you need to remember that you have two 
different elements; you have one that is mechanized, and 
you have one that is manual. So, the CLEC can use 
whichever they prefer to use.  So, you need the manual 
activity in case someone doesn't want to put in the 
systems to get i n t o  LFACS. They want to call BellSouth 
and say go into your systems and pull me the information 
and let me know if that loop is qualified. So, it's for 
those that you really need that particular service. And 
then, a comment on her l a s t  part is that BellSouth itself 
is deploying for access to loop makeup information, 
BellSouth still uses a combination of both going to LFACS 
and pulling information, and then we also go to the p l a t s  
and pull information also. So, I feel it's, it's equal 
in that standpoint. (EXH 81, p .  4 5 )  

CONCLUSION 

As addressed above, BellSouth o f f e r s  both manual and 
mechanized access to LMU information. If the ALEC chose the manual 
process, it would complete the appropriate form indicating it wants 
t he  LMU by telephone number or address. BellSouth's personnel 
would access t h e  appropriate databases and would then provide that 
ALEC with information regarding a suitable copper pair. 

If the ALEC chose the mechanized LMU process, it will query 
BellSouth's LFACS database. If LFACS does not contain the 
information necessary to qualify the loop, the ALEC could then use 
BellSouth's manual loop make-up process. If the ALEC must revert 
to the manual process because LFACS is not populated with t h e  
necessary information, it appears that BellSouth's personnel would 
access Map Viewer in order to provide the requested information. 
Witness Pate acknowledges that the BellSouth person or workgroup 
doing that manual loop make-up in Florida would do it using Map 
Viewer. (TR 1672-1673) 

In this portion of staff's recommendation, staff notes that it 
is only addressing access. That being said, s t a f f  believes that 
based on the limited testimony provided here, BellSouth and the 
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ALECs have comparable access to LMU information. Staff believes 
that both the ALECs and BellSouth may access the LFACS database and 
if the information in that database is deficient, then both must 
resort to alternative means. 

DOES THE LMU INFORMATION PROVIDED BY BELLSOUTH 
COMPORT WITH THE FCC’S UNE REMAND ORDER? 

While the ALECs did not provide a great deal of testimony on 
this matter, they d i d  question BellSouth witness Pate at length 
during h i s  deposition and also at hearing. As discussed in detail 
in Issue 3, it appears that ALECs would like to purchase a plain 
copper loop to provide DSL service. (TR 1645) BellSouth‘s current 
mechanized LMU process will only allow the ALECs to query and 
reserve four loop types (HDSL, ADSL, or UCL (long or short)); 
therefore, it appears that the ALECs are  concerned that they cannot 
presently use a mechanized LMU process to query and reserve SL-1 
loops. (Pate TR 1644) 

With regard to the information that BellSouth must provide to 
the ALECs, the FCC noted in i ts  UNE Remand Order that it must be 
the same detailed information about the loop that is available to 
the ILEC, so that the requesting carrier can make an independent 
judgement about whether t h e  loop is capable of supporting the 
advanced services equipment the requesting carrier intends to 
install. (TI  427) The FCC a l so  noted that t h e  ILEC cannot filter 
such information to provide only information that is useful in the 
provision of a particular type of xDSL that the incumbent chooses 
to offer. ( 7  428) 

According to witness Pate, the way the current mechanized LMU 
system is designed it will only provide information on four types 
of loops (ADSL, HDSL, UCL long or short)and the ALEC may only 
reserve one of these four types. (EXH 103, p -  41) In describing the 
mechanized LMU offering t h e  witness explained: 

It’s a drop-down window there that you actually use in a 
point and click windows-type technology. You click on 
that drop-down window and you designate which one of the 
four it is. (EXH 103, p.42) 
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Now, there's been a future release that will be b u i l t  in 
here where you don't have to make that designation. But 
for the current design, to get it out there, trying to be 
as most [sic] expeditious as we can, that's the way we 
we've l a i d  it out. (EXH 103, p. 42)  

The witness notes that there is a designator in LFACS that is 
referred to as an Outside Plant Equivalency Code, that indicates 
what different loop facilities are available based on their 
technical characteristics. (TR 1664) 

At hearing, witness Pate was asked if an ALEC finds what it 
believes is an acceptable loop through BellSouth's mechanized LMU 
process, and the loop also happens to meet the technical standards 
for an SL-1 loop, can the loop be reserved as an SL-1? Witness 
Pate replied no, and explained: 

We discussed this in the deposition that you did. And 
since that night, I went back to take a look at that, 
because I wasn't able to answer your question. I t o l d  
you what I thought, so now let me tell you what I know. 
And with respect to that is you cannot. T h a t  system 
currently with its current design is for those four 
product offerings we just mentioned; the ADSL, the HDSL, 
the unbundled copper loop short and long. That 
reservation number they get  that's referred to as an FRN, 
we've introduced a new acronym, that facilities 
reservation number t ha t  they get back will then be needed 
to place that order that would have to be f o r  that ADSL, 
HDSL for unbundled copper loop. Right now it's not 
designed f o r  you to use that facility to then place an 
order for an SL1 loop. (TR 1645-1646) 

Witness Pate went on to note that the mechanized LMU process is 
not  currently designed for the SL-1; however, there is another  
phase that may be implemented late first quarter of 2001 to ear ly  
second quarter, that will give the ALECs a POTS facility type 
query. 

Witness Pate believes that an ALEC could still use the 
mechanized loop make-up process to query 1 0  loops t o  see if there 
are adequate facilities at a particular address and then could turn 
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around and order the SL-1. However, the witness agreed that if the 
ALEC did the  query and did not reserve a loop, it would not be 
assured of getting that particular loop at the time it orders the 
loop. (TR 1646-1647) 

On cross-examination, witness Pate was asked if he is familiar 
with the cost difference between the SL-1 loop and the ADSL loop. 
He replied that he was not but agreed, subject to check, that t h e  
SL-1 loop has a NRC of $83 and the ADSL loop has a NRC of $258. He 
was then asked to assume he is a DSL provider, and he had just 
completed the entire loop make-up check; which of those loops would 
he prefer to order? He responded, "Well, I don't think I can put 
myself in that position, because there's too many unknowns there. 
I would want to make sure I order the loop that's going to give the 
service to my customer.'' (TR 1667) 

With regard to restricting the ordering of SL-1 from the 
mechanized loop make-up process, witness Pate was asked if t h a t  
restriction is in place because of something from a technological 
standpoint in the system or is that because of a decision BellSouth 
has made. The witness acknowledged that it was a BellSouth 
decision. The witness contends that: 

Frankly, as we started to meet with the ALEC community, 
we w e r e  able to get that in place. And after having some 
industry forum meetings and understanding some other 
issues such that, as Ms. Boone has described, and maybe 
they want to buy another loop, and maybe they want to 
even then go ahead and condition that loop, because what 
we did is we put in the technical parameters to say this 
qualifies for this, and so you don't have to condition 
that. So, it's just a decision from a design standpoint. 
(TR 1668) 

Furthermore, witness Pate explains that the mechanized query being 
beta tested does not allow the ALEC to get t h e  loop make-up 
information electronically, specifically, with intent t o  order an 
SL-1, However, the LMU can be done manually. The witness agreed 
that from a technological standpoint, there is nothing preventing 
BellSouth from allowing the ALEC to use  the SL-1 loop for any 
purpose they see fit. (TR 1669) 

- 5 9 9  - 



DOCKET NO. 990649-TP @ DATE: APRIL 6 /  2001 

Witness Pate was asked if an ALEC can not use the mechanized 
loop make-up functionality to order the type of loop it wants, h o w  
does t h e  mechanized loop make-up process have any value f o r  the 
ALEC? Witness Pate replied: 

. . . you still have the ability to query and get just 
the information back as to what t ype  of loops are out 
there. But as we've already discussed in today's design 
from an SL1, you cannot use that information to 
specifically reserve a loop. If you see that [sic] no 
value, that's your decision. I still would think that 
that would give you some value to see the type of loops 
that are available. (TR 1670) 

Witness Pate was a l so  questioned, although to a lesser extent, 
about BellSouth's manual process. At his deposition, the witness 
was asked to elaborate on his testimony, which indicated that 
BellSouth's Facility Assignment Center (FAC) will supply a suitable 
pair to t h e  ALEC in response to the manual LMU process. 
Specifically, witness Pate was asked what is meant by a "suitable 
pair. He replied: 

Based on what you're ordering, what I mean - -  I actually 
took this out of some procedures. Based on what you're 
ordering your loop, if it's suitable, it means whatever 
it is based on that system inquiry. We're saying this 
one is suitable, it meets it. (EXH 103, p .  89) 

The witness was asked to clarify what pre-screening is going on by 
BellSouth in t h e  manual process of finding the ALEC a suitable pair 
because as s ta ted  by the questioning party:  'I thought suitable was 
a determination I would be making?" (EXH 103, p .  89) Witness Pate 
responded by stating that 'I can understand your question, and 1 
have to go back and pull the procedures, which are out there on the 
website." He continued his response and noted that: 

It may be that the service inquiry i t s e l f  has to - -  you 
have that designation also with the ADSL, HDSL, based on 
the same product definitions, and you have unbundled 
copper loop short  and long. So we're saying based on 
that, we would give you the suitable copper pair that 
would meet that criteria. (EXH 103, pp. 8 9 - 9 0 )  
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CONCLUSION 

Based on the testimony of witness Pate, it appears that 
BellSouth has  developed an approach to both mechanized and manual 
LMU information which has pre-screened the loops and categorizes 
them based on BellSouth's product descriptions. (TR 1665-1666) 
Because of this pre-screening approach, staff believes that it is 
questionable if the LMU information provided by BellSouth comports 
with the FCC's LINE Remand Order. 

On the one hand, the Remand Order notes that BellSouth must 
provide to the ALEC's the same detailed information about t h e  loop 
that is available to the ILEC, so that the requesting carrier can 
make an independent judgement about whether the loop is capable of 
supporting the advanced services equipment the requesting carrier 
intends to install. ( g  427) Furthermore, the Order states that the 
ILEC cannot filter such information to provide only information 
that is useful in the provision of a particular type of xDSL that 
the incumbent chooses to offer. ( 7  428) * 

As argued by Data ALEC witness Murray, she believes that the 
clear purpose of the FCC's requirements regarding access to loop 
make-up information is to compel ILECs to produce the information 
that will allow competitors to make their own determination about 
the suitability of loops for the technologies that the competitors 
intend to deploy. (TR 2569) She believes that her clients need 
access to information about the loop, so that they can apply their 
best business judgement about what type and speed of service a 
customer may be able to obtain. She argues that, if the  FCC 
intended for the incumbents to make the determination on behalf of 
entrants, there would be no reason to require the incumbents to 
provide competitors w i t h  the information that "back off ice" 
personnel use to perform loop qualification analysis. (TR 2569) 
Staff believes it could be argued that BellSouth's pre-screening 
approach may preclude the ALECs from making an independent 
judqement regarding t h e  loop they want to purchase for a particular 
xDSL offering . 

On the other hand, it appears as if the ALECs would like 
unfettered access in order to self-qualify loops, and then be able 
to order those loops at the lowest rate (Le., t h e  SL-1 rate) 
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possible. Staff notes that it is not clear in t h e  Remand Order 
that the FCC's intent was to allow ALECs to query all loop 
facilities in general or j u s t  facilities which are intended for 
provisioning xDSL services. Moreover, it appears to s ta f f  that as 
a practical matter, the ILEC may need to designate what its loops 
are for two reasons. First, if the ALEC identified a suitable 
loop, unless there was some type of loop identifier (SL-1, ADSL, 
HDSL, etc.) the ALEC would not know the rate it would be expected 
to pay for that loop. Second, while the ALECs argue t h a t  a "loop 
is a loop," some loops do have specific technical characteristics 
and guarantees associated with them; therefore, from a pricing 
stance the "loop is a loop" theory would appear inequitable. 

Because staff believes that the FCC's Remand O r d e r  is silent 
regarding some of the specific details on how t h e  ILEC should 
afford the ALEC access to its LMU information and because no party 
in this proceeding specifically recommended an alternative to 
BellSouth's process, we believe that the information BellSouth is 
providing to ALECs to qualify loops should be considered 
appropriate for the present. a 

Staff trusts that BellSouth's next phase of LMU should lessen 
the concerns of the ALECs regarding qualifying and reserving basic 
loops. Therefore, staff recommends that the next phase of 
BellSouth's mechanized LMU process be implemented no l a t e r  than 
June 1, 2001, and BellSouth should report to this Commission 
specifically what enhancements have been made and describe in 
detail the capabilities of the revised LMU system. If a f t e r  t h i s  
second phase is implemented the ALECs believe that BellSouth is not 
complying with the FCC's UNE Remand order, they may notify the 
Commission of any perceived deficiencies. 

WHAT RATE, IF ANY, IS APPROPRIATE FOR ACCESS 
TO LMU INFORMATION? 

As noted above, BellSouth has proposed rates for both 
mechanized and manual LMU elements. Staff will address each 
element separately below. 
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Mechanized LMU 

According to Data ALEC witness Murray, BellSouth’s proposed 
charge f o r  mechanized loop make-up is both inappropriate and 
excessive. She believes that the Commission should disallow this 
charge in its entirety. (TR 2 5 7 2 )  The witness argues that the 
investment BellSouth seeks to recover is for an OSS electronic 
interface. She notes that in O r d e r  No. PSC-96-1579-FOF-TP the 
Florida Public Service Commission nad already determined that 
incumbents should bear their own cost of developing and 
implementing such OSS interfaces. (TR 2573) Specifically, she 
points to page 87 of Order No. PSC-96-1579-FOF-TP, which states: 

While the costs of implementing these electronic 
interfaces have not been completely identified, BellSouth 
did provide some cost estimates and some initial costs of 
developing such systems. Based on t h e  evidence, we find 
that these operations support systems are necessary for 
competition in the local market to be successful. We 
believe that both the new entrants and the incumbent LECs 
will benefit from having efficient operational support 
systems. Thus, all parties shall be responsible for the 
costs to develop and implement such systems. We note 
that this is the stance t h e  FCC has recently taken with 
cos t  recovery f o r  number portability. However, where a 
carrier negotiates f o r  the development of a system or 
process that is exclusively for that carrier, we do not 
believe all carriers should be responsible f o r  the  
recovery of those costs. 

Based on the foregoing, each party shall bear i t s  own 
cost of developing and implementing electronic interface 
systems, because those systems will benefit all carriers. 
If a system or process is developed exclusively for a 
certain carrier, however, those costs sha l l  be recovered 
from the carrier who is requesting the customized system. 
(Order No. PSC-96-1579-FOF-TP, p .  8 7 )  

While witness Murray believes that BellSouth may have incurred some 
costs associated with access to its OSS for purposes of making loop 
make-up information available, she does not agree that the costs, 
even the revised costs, put forward by BellSouth witness Caldwell 
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are accurate. (EXH 8 8 ,  p. 19) She contends that: 'It is my 
understanding that access to OSS cos ts  as opposed to the costs of 
the actual inquiry are not the subject of this phase of this 
proceeding." (EXH 88, pp. 19-20) 

Witness Murray argues that the testimony of BellSouth witness 
Caldwell confirmed that virtually all of the  costs in the BellSouth 
study w e r e  for things other than the processor time. In reviewing 
the BellSouth cost study witness Murray believes that the  costs are 
for access to the OSS.  The witness argues that the stipulation in 
this proceeding calls for those costs to be considered in a 
different proceeding, if at a l l ,  and the only cos ts  that she 
believes are relevant to this proceeding are so de minimis as to 
not justify a charge at a l l 2 ?  She reiterates that 

. . . in my view this would be consistent with the 
Commission's prior position that parties should bear - -  
competitors, including the incumbent, should each bear 
their own costs in a competitively neutral manner of 
building the interfaces. Anything but the building [sic] 
the interface cost here is so de minimis .as not to 
justify a charge. (EXH 88,  p .  22)  

In addition to the OSS argument, Data ALEC witness Murray 
contends that BellSouth has failed to provide any information or 
explanation f o r  any of the costs included in the investment 
BellSouth seeks to recover through its per-use charge for  access to 
loop make-up. In witness Murray's proprietary testimony she 
provides several examples of what she believes are inflated 
investments in computer equipment and expenses t h a t  BellSouth's 
original cost study included for mechanized loop make-up. In 
response to discovery, the Data ALECs note that BellSouth's August 
16, 2000 revised cost study has served to support witness Murray's 
contention that BellSouth's original estimates of the computer 

25With regard t o  costs for OSS t h e  s t i p u l a t i o n  filed in Docket 990649-TP 
on 1 2 / 7 / 9 9  specifically s t a t e d :  "Costing and pricing for access to opera t ions  
support systems will be dealt wi th  in a s e p a r a t e  proceeding. This does not 
preclude consideration i n  the cost studies filed in this proceeding of costs 
such as service order  processing and service i n q u i r y  costs." (12/7/1999 
Stipulation of Cer ta in  Issues and Schedule of Events, p . 6 )  The Commission 
app;oved the  s t i p u l a t i o n  by Order N o .  PSC-99-2467-PCO-?'P on 12/17/99. 
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investment needed to make mechanized loop make-up possible were 
vastly inflated. They state: 

For example, B S T ' s  revised estimate for computer 
investment is now only about 10% of its former estimate. 
. . . We believe that such acknowledged errors justify 
extreme skepticism regarding BST's cost claims. (EXH 66, 
p -  6 )  

staff notes that Data ALEC witness Murray provided other examples 
of what she believes are BellSouth's inflated investment costs for 
computers, etc.; however, these examples contain proprietary data 
and will not be reproduced here. (EXH 66, pp. 6-7) 

According to BellSouth witness Varner, Data ALECs witness 
Murray's proposal that loop make-up information should be provided 
free is ludicrous. He argues that the price for providing loop 
make-up information to ALECs should include all the costs required 
to make this data available in an electronic medium. He contends 
that there is no rational reason for BellSouth to 'eat all of those 
development costs and charge only f o r  the ongoing data processing 
costs" as witness Murray proposes. (Varner TR 1126) 

At her deposition, BellSouth witness Caldwell was questioned 
regarding t he  OSS-type costs for BellSouth's mechanized L W  
offering. To begin with, she was asked if the cost of interfaces 
to access loop make-up information were included in BellSouth's 
filing. She replied: 'Yes. That would be the 5.3.1, that's the 
mechanized version.'' She was then asked: "And why did you treat 
that particular OSS differently than you treated other OSS 
interfaces whose costs were not included?" She replied: "Because 
we were looking at something that was entirely new . . . out of the 
319 order." When asked to address the Commission's prior ruling 
that OSS development costs will be considered in some f u t u r e  
proceeding and are not something that's properly included in the 
cost study in this docket, witness Caldwell notes that 'In 
relationship to the OSS electronic interfaces they had made that 
decision, but this was a new element that they had never addressed 
before. " Witness Caldwell acknowledged that the costs that are 
included in the per dip charge are predominantly t h e  c o s t  of the 
software and computers to get from the  OSS electronic interfaces to 
LFACS. (EXH 81, p .  2 0 7 - 2 0 8 )  
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The OSS matter was again raised at the hearing during cross- 
examination of witness Caldwell. The witness was asked to address 
the fact that in her direct testimony she notes that BellSouth did 
not include in this filing the cost of the OSS interfaces that have 
been developed to allow competitors to access BellSouthis 
provisioning systems. Witness Caldwell agreed that she  was 
addressing OSS electronic interfaces for ordering ALEC services and 
that she did not include any costs for the electronic interfaces 
for preordering either. She was then asked if a loop make-up 
inquiry was a preordering function. (TR 1347) She replied that she 
did not view it as such because an ALEC may actually get the loop 
make-up information and never place an order. Witness Caldwell 
acknowledged that the reason BellSouth's cos t  study did not include 
costs f o r  preordering OSS or ordering OSS is because this 
Commission has decided the developmental costs are going to be 
deferred and considered in a future proceeding a f t e r  the OSS 
testing is finished. She notes: 

. . . In particular, as a result of some of the 
arbitrations for the - -  what I've called the OSS 
electronic interfaces, which are our systems that we 
built specifically for processing the service orders and 
access to our preordering systems. So, yes, those are 
the items. (TR 1348) 

She also acknowledged a cost of essentially 69 cents per 
transaction f o r  electronic access to loop make-up information is 
derived by the cost study. She notes that: 

This system actually was developed well after the 
Commission had looked at the OSS EIs, or I'm sorry, the 
operational support systems electronic interfaces, so it 
was a new one. SO I filed it in this cost study. 

I I . this is not the cost f o r  any changes to the OSS, 
t h e  electronic interfaces. This is the cost to allow our 
systems new hardware, new software that we would have had 
to place for purely allowing the mechanized access to our 
loop facility assignment system. (TR 1348-1349) 

Finally, when the witness was asked if she would agree that in 
order to be consistent with prior FPSC rulings regarding the costs  
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for OSS development and interfaces being considered in future 
proceedings, that the electronic access to loop make-up information 
should also be considered in the future proceeding, she replied no. 
(Caldwell TR 1349) The witness explained that: 

. . . I really didn't look at it that way because this is 
actually providing access to a system that's used by our 
engineering department to get physical information about 
our facilities. And I looked at the other OSS electronic 
interfaces as access to the operational systems that are 
for really ordering and provisioning up front. So 1 saw 
it as a difference was why I included it in the cost 
study. (TR 1349-1350) 

B o t h  BellSouth witnesses Caldwell and Pate were questioned 
regarding the cost study BellSouth filed for its mechanized LMU 
element. According to witness Caldwell, the cos t  associated with 
t h e  mechanized loop make-up r e f l ec t s  the investment-related costs 
for the newly installed computer servers and data communications 
equipment. Also, she noted that the vendor-installed prices and 
installation cos ts  for the incremental investments are identified 
along with their associated hardware maintenance expenses. The 
witness explains that this cos t  also includes software expenses for 
system development, contractor expenses for the development, 
enhancement and implementation for the computer applications, and 
ongoing computer application support. (Caldwell TR 1208) 

At hearing witness Caldwell was not questioned regarding the 
mechanized LMU cost study. However, during her deposition witness 
Caldwell w a s  asked to explain what costs where included in 
BellSouth's mechanized LMU cost study2? She notes that it included 
the investments and expenses that BellSouth is going to incur to 
put in computers and hardware, and all the  programming necessary 
to get the ability to access LFACS. According to the witness the 
source of this information is mainly BellSouth's contract with 
Telcordia. (EXH 81, p. 84) Witness Caldwell was a l s o  asked what 
several acronyms used in the BellSouth study meant and in some 
cases the witness did not know. (EXH 81, pp. 8 5 ,  87) 

26The BellSouth cost study for mechanized LMU contains proprietary 
information; therefore, specific numbers w e r e  not discussed at the hearing or 
during t h e  deposition of t h e  BellSouth witnesses. 
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At his deposition, BellSouth witness Pate was asked to r e v i e w  
BellSouth's LMU Database Cost Study. Specifically, witness Pate 
was asked to review and comment on page 10 of the study which 
contains proprietary information. Witness Pate was asked if all 
the expenditures listed on that page are to build the LMU database. 
Witness Pate replied that t h a t  was his understanding, but that he 
did not know. He was then asked "Why is a l l  this software needed 
to provide ALEC access to LMU?" He replied: 

W e l l ,  this total solution that I ' m  aware of from where I 
work in the organization-I'm going to refer to it as 
Telcordia solution Telcordia is the primary vendor here. 
I . . But it's a solution for providing not just loop 
makeup but for the  xDSL, ADSL, and unbundled copper loop 
ordering that we referred to. And it's primarily dealing 
with setting up a new gateway that these orders will come 
through to BellSouth, all the associated then [sic] 
software to have that gateway in place, receive that 
order and then have that order processed, of which one of 
those functionalities also is loop makeup query to LFACS. 
That builds that in. This is primarily software based 
solution. Obviously, there's some hardware servers and 
stuff that would go w i t h  it. You're going to see 
primarily software type expenditures as well as then 
ongoing maintenance on it. (EXH 103, pp. 7 5 - 7 6 )  

Witness Pate was asked why the  ALECs can't get essentially 
what t h e  BellSouth personnel have, and whether all the expenditures 
listed in t h e  cost study are necessary; he replied: 

We obviously feel it's necessary to build the best system 
to give you what you need, which is the loop makeup 
information, so you can qualify the loop. And this 
solution is what we've taken to provide you that 
electronically, which from my viewpoint goes beyond our 
requirements of the UNE remand orders. (EXH 103, p.  7 7 )  
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When I say Telcordia solution all together, I ' m  not sure 
if that's how it's built in any of these numbers. It's 
also that part of the solution built with the ordering of 
those services. (EXH 103, p .  7 7 )  

Witness Pate next was referred to Page 8 of the LMU cost study; 
specifically, he was asked to review lines 9 through 12. Those 
lines address mid-range computers, Telcordia PCS fo r  SAIC testers, 
data communications equipment and installation, and EDS initial 
installment. He was asked if he knew what a l l  those items did; he 
replied he did not know the specifics. He was then asked if he 
knew if there was anyone testifying in this proceeding w h o  can 
provide the details of what this system does. He replied t ha t  he 
did not know. (EXH 103, p .  7 9 )  

At the hearing, BellSouth witness Pate was again asked to 
review BellSouth's mechanized LMU database cost study. He was 
asked if he was familiar with any of the equipment and software 
included in the study and he replied no. (TR 1656) He was then 
asked if the cost for the equipment software and contracts on pages 
7-10 of the study are primarily for  the development of access to 

' BellSouth's OSS. He replied: 

It is primarily for the development of access to the OSS 
and also development for the different functionalities 
needed for the loop make up and such. (TR 1656) 

Witness Pate continued to be questioned regarding specifics in 
t h e  study. He was asked such things as whether he knew what the 
Telcordia PCS f o r  SAIC testers do and what it does f o r  t h e  loop 
qualification database. He replied: 

NO, not specifically. I know that the SIAC [sic] 
tes ters ,  that's a vendor that we have, we employ, so they 
need PCS to actually work on this and do some testing, 
but that's my, Ron Pate's, high-level description. I 
know no more details than that. (TR 1656-1657) 

He was then asked about the midrange computers and the data 
communications equipment and installation; he again replied that he 
did not know specifically what they did because he was not involved 
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with any of the details. He was asked additional questions about 
the study and basically answered each time that he did not know 
details of t h e  study. (TR 1657-1658) 

After extensive cross-examination regarding the mechanized LMU 
study, on re-direct witness Pate was asked if he was BellSouth's 
cost study expert. He acknowledged that he was not, and that 
B,].lSouth's cost study expert is witness Caldwell. (TR 1682; 

CONCLUSION 

As with many of the issues in this proceeding the Commission 
must decide what rate if any is appropriate for this element. Data 
ALEC witness Murray believes that the rate should be ze ro  because: 
1) she believes that the investment BellSouth seeks to recover is 
for an OSS electronic interface and OSS costs are not part of this 
proceeding, and 2) she believes that BellSouth has failed to 
provide any information or explanation for any of the costs 
included in the  investment BellSouth seeks to recover through its 
per-use charge for access to loop make-up. (TR 2573; EXH 66, pp. 5 -  
6) BellSouth's witnesses, however, believe t h a t  its proposed rate 
of $.6888 per query is appropriate because: 1) there is no rational 
reason for BellSouth to "eat all of those development cos ts  and 
charge only for the ongoing data processing costs'' as witness 
Murray proposes, and 2) this was a new element t h a t  the Commission 
had never addressed before. (Varner TR 1126; EXH 81, pp. 207-208) 

@ 

To begin with, staff agrees with Data ALEC witness Murray that 
BellSouth has failed to provide an appropriate explanation 
regarding the component costs in its mechanized loop make-up study. 
At deposition, BellSouth's cost witness was questioned regarding 
the study and it troubled staff that she did not recall what many 
of t he  acronyms in the study meant. BellSouth also reduced its 
proposed rate with its August 16, 2000, revised filing. The 
reason the rate was reduced was \\a result of lower than expected 
costs for implementing the mechanized process." (Caldwell TR 1208) 
It was staff's understanding the most of the cos ts  f o r  the 
mechanized process came from BellSouth's contracts with Anderson 
Consulting and Telcordia; therefore, it is unclear to staff if that 
contract was amended between the time the original study was filed 
and the filing of the revised study. 

0 
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Furthermore, staff agrees  that the costs for mechanized LMU 
are largely 0% re lated;  however, BellSouth witness Caldwell was 
correct in noting that this is a new offering mandated by t h e  FCC 
no t  previously reviewed by this Commission. Therefore, staff 
perceives we are in somewhat of a quandary. On t h e  one hand, it 
appears that the ALECs desire t h e  mechanized LMU offering and that 
it is required by the FCC. On the other hand, the cos ts  to develop 
this offering are  OSS related. 

Staff believes that although the costs associated with the 
mechanized LMU process are OSS related and the Commission 
previously determined in Order No. PSC-96-1579-FOF-TP that OSS cost 
recovery would be addressed in t h e  future, s t a f f  also believes it 
is appropriate for BellSouth to levy a charge at this time. 
However, staff recommends that the rate for mechanized LMU 
information be interim until t he  time the Commission visits the OSS 
cost recovery matters. Further, s t a f f  recommends that BellSouth 
track the revenues generated by this charge. 

Manual LMU 

Bellsouth offers manual LMU information with and without 
facility reservation. BellSouth‘s proposed rate for manual LMU 
without facility reservation is $132. 8227. BellSouth’s proposed 
rate f o r  manual LMu with facility reservation is $138.61; this 
element was introduced as a n e w  offering with BellSouth’s August 
16, 2000 model revisions. 

According to BellSouth’s model documentation the cost studies 
supporting t h e  manual LMU are nonrecurring in nature. The costs 
are based on specific work activities required to provide a LMu 
response in a manual environment. (EXH 95, Section 6, p .  70) There 
was very little testimony regarding the appropriate r a t e  f o r  the 
manual LMU process.  

Data ALEC witness Murray believes that the Commission should 
reject BellSouth’s manual loop qualification charge because it does 

271n its o r i g i n a l  cost study filing, BellSouth proposed r a t e  for this 
element was $189.37- According to BellSouth this rate was reduced due to a 
reduction in OSPE work time and updates in CRSG and LCSC work times. (EXH 72, p.  
2 0 )  
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not reflect the efficient, forward-looking method that BellSouth 
itself is deploying for access t o  loop make-up information. (TR 
2479) 

A c t i v i t y  

Sprint witness McMahon believes there are two reasons t h a t  
BellSouth‘s charge for manual loop make-up without facility 
reservation is about five times greater than it should be. (McMahon 
TR 3188) H e  contends that: 

Description* 

(1) BST time fo r  the service inquiry function is 107 
minutes. Sprint’s time, on the other hand, is 24 minutes 
for the same functions. And, ( 2 )  BST time f o r  the 
engineering function is 77 minutes vs. Sprint‘s 3 5  
minutes. (TR 3188) 

Staff reviewed BellSouth’s study for element J.3 - 3  (Manual LMU 
without facility reserva t ion) .  The activities and activity times 
from the study are reproduced below. 

~~ 

Service 
Inquiry r CRSG receives SI from CLEC, screens document; 

prepares/ sends transmittal to OSPE; logs SI 
into tracking system, completes notice to 
CLEC with information 

Service 
Inqui ry  

LCSC receives SI and issues service order for  I billing 
I Engineering I OSPE- sorts, logs, assigns SI to engineer 
Engineering OSPE-looks up records-manual or mechanized; I I prepares loop make-up; transmits to CRSG 

Time 
( M i n .  ) 
W/O FRN 

61.80 

45.00 

52.00 

25 -00 

Time 
( M i a .  ) 
W/FRN 

61.80 

45.00 

52.00 

35 -00 

*The descriptions were obtained from BellSouth’s original filing; the revised 
filing does not provide such descriptions. Because Manual. LMU w/ FRN was added 
with its revised filing there is no description of what transpires in the 10 
minutes in which BellSouth’s personnel reserve t h e  facility (i.e., w/ FRN). 
(Source: EXH 95, fllqsi.xls; EXH 3 9 ,  fllqsi.xls) 
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CONCLUSION 

Staff believes that the 25 minutes allowed for BellSouth's 
engineering personnel to look up records, prepare loop make-up, and 
transmit to CRSG is inflated. BellSouth witness Pate acknowledged 
that accessing information in LFACS or Map Viewer (the system t h a t  
is used when LFACS is not populated with the necessary information) 
is not particularly time consuming.(EXH 103, p .  19 and p .  Sl} In 
addition, witness Pate noted that once a query response is received 
back from Map Viewer, t h e  information can be printed out. The 
information s h o w s  a breakdown by segment of the loop's make-up. 
(EXH 103, p .  88) 

Based on the statements of witness Pate, it appears that 
obtaining the LMU information should only require minutes. While 
the record is silent specifically regarding what BellSouth's 
personnel must do to prepare the LMU information, it would seem a 
reasonable conclusion, again based on witness Pate's statements, 
that the preparation may be nothing more than printing t he  
appropriate information from the appropriate database. There is no 
evidence to the contrary. Finally, staff believes transmitting t h e  
information to the CRSG cannot t a k e  more than a few minutes. staff 
believes t h e  word "transmit" implies some type of electronic 
process { L e . ,  fax, e-mail etc.). 

Therefore, staff believes that BellSouth's engineering time of 
25 minutes fo r  manual LMU without FRN should be reduced to 15 
minutes. Staff's recommended time represents an average and we 
note that our recommendation t a k e s  into consideration that at times 
BellSouth's personnel may need to access both LFACS and Map Viewer 
to provide the ALEC complete information. 

For the manual LMU process with FRN, BellSouth allocates an 
additional 10 minutes f o r  its personnel to complete reservation of 
t h e  facility; therefore, a t o t a l  of 35 minutes is included for 
looking up t h e  records, preparing t h e  loop make-up information, 
transmitting to the CRSG, and reserving the facility. (EXH 9 5 ,  
fllqsi.xls, p .  61 The manual LMU process with FRN was introduced 
as part of BellSouth's revised filing approximately one month prior 
to the hearing. Because the record is silent regarding the time 
necessary for BellSouth's personnel to perform this function and 
no intervening party addressed facility reservation for manual LMU, 
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s t a f f  assumes t h a t  10 minutes is reasonable. Therefore, staff 
recommends the appropriate time f o r  looking up the records, 
preparing the loop make-up information, transmitting to the  CRSG, 
and reserving t h e  facility is 25 m i n u t e s ,  

TABLE 11-32 
SUMMARY OF STAFF'S RECOMMENDATIONS FOR LMlJ INFORMATION 

5.3.1- MECHANIZED LMU 

N o  l a t e r  than June 1, 2001, the next phase of BellSouth's mechanized LMU 
process should be implemented and 3ellSouth should report to the FPSC 
specifically what enhancements have been made and describe the capabilities of 
the revised LMU system. 

Staff recommends that the rate for mechanized LMU information be interim until 
such time the Commission visits the OSS cost recovery matters. Staf f  also 
recommends that BellSouth t r ack  the revenues generated by this charge. 

5.3.3 - MANUAL LMU W/O FRN 

staff believes that BellSouth's time of 25 minutes for  manual LMU without FRN 
should be reduced to 15 minutes. 

5 . 3 . 4  - MANlJAL LM[3 W/ FRN 

Staff believes that BellSouth's time of 35 minutes for manual LMU w i t h  FRN 
should be reduced to 25 minutes. 
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ISSUE 12: Without deciding t he  situations in which such 
combinations are required, what are the appropriate recurring and 
non-recurring rates for the following UNE combinations: 

(a) "UNE platform" consisting of: loop (all) , local (including 
packet,  where required) switching (with signaling), and 
dedicated and shared transport (through and including local 
termination) ; 

(b) "extended links, " consisting of: 

(1) loop, DSO/1 multiplexing, DS1 interoffice transport; 
( 2 )  DS1 loop, DS1 interoffice transport; 
(3) D S 1  loop, DS1/3 multiplexing, DS3 interoffice transport. 

RECOMMENDATION: The appropriate recurring and nonrecurring rates 
for UNE combinations are those recommended by staff in Appendix A. 
(King) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate recurring and nonrecurring rates for 
combinations of network elements are set forth in Exhibit 92, 

DATA ALECS: Adopt FCCA position. 

FCCA ALECS: (a) The appropriate rates for t h e  UNE platform are 
those proposed by AT&T/WorldCom in Exhibit No. 135, (JAK-1, 
revised). 

(b) T h e  appropriate rates f o r  extended links are those 
proposed by AT&T/WorldCom in Exhibit No. 135, (JAK-1, revised). 

SPRINT: No position. 

TIME WARNER: Time Warner does not take a position on this issue. 
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STAFF ANALYSIS: Unlike the UNE combinations issues in many of t h e  
past arbitration cases before this Commission, this issue addresses 
only the appropriate rates for UNE combinations, not  under what 
circumstances they must be offered. Accordingly, this issue does 
not address "currently combined" versus "ordinarily combined, I' etc . 

The parties presented very little testimony on this issue. 
The only party to propose rates, other  than BellSouth, was 
AT&T/WorldCom. (EXH 135, Revised JAK-1) A rate comparison f o r  the 
combination elements can be found in Appendix A, beginning w i t h  
element number P. 1. 2 8  

In i t s  cost study BellSouth provides an element description 
f o r  the combinations based on what elements make up the 
combination. Staff notes that in addition to those combined 
elements listed in Issues 12(a) and (b), BellSouth has proposed 
rates for other combined elements (specifically element numbers 
P.23-26, P.52, and P.58). BellSouth states it has added rates for 
these combinations so that it can meet its obligation to provide 
combinations to ALECs where such combinations currently exist and 
are providing service to a particular customer at a particular 
location. (EXH 61, p. 38) BellSouth's element descriptions are 
summarized in Table 12-1 below. 

''Although listed and identified as separate elements in its Cost Study 
Documentation (EXH 95, Section 6 ,  p .  100)and its Nonrecurring Element Summary 
Report ( E m  9 3 ,  p .  21) BellSouth did not separately identify in Exhibit 92 (its 
rate proposa1)the NRCs which make up cer ta in  "new" combinations. These elements 
are identified as A.17.4, .5 ,  .7, -8, -10, .11, .12, and -17. e 
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TABLE 12-1 
SUMMARY OF BELLSOUTH'S ELEMENT DESCRIPTION FOR COMBINATIONS 

ELEMENT 
NUMBER 

P.1 
P.l.l 
P.1.2 
P . 1 . 3  
P.l.ll 

P.1.13 
P.1.17 

P . 3  
P . 3 . 2  
P . 3 . 3  
P . 3 . 7  

P . 4  
P.4.1 
P . 4 . 2  
P . 4 . 3  

ELEMENT DESCRIPTION 

This unbundled combination includes a 2-wire voice grade (VG) SL1 
loop (P.1.1) connected to a dedicated 2-wire line side por t  ( P . 1 . 2 ) .  
The port does not include Centrex functionality or features; they 
must be purchased separately. The 2-Wire VG Loop/Line Port 
Combination - nonrecurring costs - Switch-as-is element (P.1.3) 
reflects the cost associated with the work activities required to 
convert the end user's existing line to the CLEC. The Centrex Common 
Block - Nonrecurring costs element (P. 1-11] reflects the cost 
associated with the work activities required to convert the end 
user's existing Centrex common block to the CLEC. The 2-wire VG 
Loop/Line Port Combination (PBX) - Nonrecurring costs - Switch-as-is 
(p.1.13) reflects the cost associated with the work activities 
required to convert the end user's existing PBX trunk to the CLEC. 
The PBX Subsequent Activity - Change/Rearrange Multiline Hunt Group 
element (P.l.17) reflects the cost associated with the work 
activities required to make changes to an existing multiline hunt 
group arrangement. (EXH 95, Section 6, p .  90) 

This unbundled combination includes a 2-wire analog VG SL2 loop 
connected to a dedicated 2-wire trunk port ( P . 3 . 2 ) .  The 2-Wire VG 
Loop/2-Wire DID Trunk Port Combination-Nonrecurring costs-Switch-as- 
is element ( P . 3 . 3 )  reflects t he  cost associated with the work 
activities required to convert the end users's existing 2-Wire DID 
trunk to the CLEC. The 2-Wire DID Subsequent Activity element 
reflects the cost associated with adding a trunk to an existing 2 -  
Wire DID trunk group. (EXH 95, Section 6, p .  92) 

~ 

This unbundled combination includes a 2-wire ISDN Digital Grade Loop 
( p . 4 . 1 )  connected to a dedicated 2-wire ISDN line side port (P.4.2). 
The loops served on copper extend from a main distributing frame 
connection; whereas, those loops served on digital loop carrier 
reflect an integrated switch termination. The port is a dedicated 
switch termination, which provides the switch connection for  Basic 
Rate (2B+D) ISDN telephone lines. (EXH 95, Section 6, p. 93) 
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P.5 
P.5.3 
P.5.5 
P.5.6 
P.5.7 
P.5.8 

P.6-8 

P.11 
P.13 

P.23-26 
P.51-58 

P.15 
P.15.3 
P.15.5 

This unbundled combination includes a 4-wire D S 1  digital loop 
connected to a 4-wire ISDN D S 1  digital trunk port. The 4-Wire D S 1  
Digital Loop/4-Wire I S D N  Digital Trunk Port Combination - 
Nonrecurring costs - Switch as - i s  element (P.5.3) reflects the cost 
associated with the work activities required to convert the end 
user’s existing 4-Wire I S D N  line to the  CLEC. The 4-Wire DS1 Digital 
Loop/4-Wire ISDN Digital Trunk P o r t  Combination - Subsequent Channel 
Activation element (P.5.5) reflects the cost associated with 
activating a B channel on an existing 4-Wire I S D N  line. The 4-Wire 
DS1 Digital Loop/4-Wire ISDN Digital Trunk Port Combination - 
Subsequent Inward/2-Way Telephone Numbers element (P.5.6) reflects 
the cost associated with adding/changing inward/2-way telephone 
numbers on an existing 4-Wire I S D N  line. The 4-Wire DS1 Digital 
Loop/4-Wire I S D N  Digital Trunk Port Combination - Subsequent Outward 
Telephone Numbers element (P.5.7) reflects the cost associated with 
adding/changing outward telephone numbers on an existing 4-Wire ISDN 
line. The 4-Wire DS1 D i g i t a l  Loop/4-Wire I S D N  Digital Trunk P o r t  
Combination - Subsequent Inward Telephone Numbers element ( P . 5 . 8 )  
reflects the cost associated with adding/changing inward telephone 
numbers on an existing 4-Wire I S D N  line. (EXH 95, Section 6, p. 94) 

~ _ _ _ _ _  

These elements represent point-to-point arrangements consisting of 
three possible UNE components : a) interoffice transport, b) local 
loop, and c)channelization. The recurring costs of these 
combinations are developed by summing the costs for each of the 
individual UNE elements present in the combination. (EXH 95, Section 
6, p .  96-97) 

This unbundled combination includes a 4-wire DS1 digital loop 
connected to a D D I T S  trunk port. The 4-Wire DS1 Digital Loop/DDITS 
Trunk Port Combination - Nonrecurring costs - Switch as-is element 
(P.15 - 3 )  reflects the cost associated with the work activities 
required to convert t h e  end user’s existing D D I T S  line to the CLEC. 
The 4-Wire DS1 Digital Loop/DDITS Trunk Port Combination - 
Nonrecurring costs - Subsequent Channel Activation element (P.15.5) 
reflects the cost associated with the work activities required to 
activate a channel on an existing DDITS line. (EXH 95, Section 6, p .  
98) 
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P.16 

P.17 
P.17.1 
P.17.4 
P.17.5 
P.17.7 
P.17.8 
P.17.10 
P. 17 -11 
P.17.12 
P.17.16 
P. 17.17 

P.50 
P.50.1 
P.50.4 
P.50.5 

~~ 

This unbundled combination includes a 2-wire voice grade SL1 loop 
connected to a dedicated 2-wire line side por t  via an interoffice 
transport facility. The interoffice facility serves to effectively 
extend the end user's loop, allowing it to terminate in a central 
office beyond the end user's serv ing  central office. (EXH 95, Section 
6, p .  99) 

These elements represent the Nonrecurring costs associated with 
"Switching-As-Is" (P. 17.1) an existing loop and interoffice 
combination or provisioning 'new' combinations (P.17.2 through 
P-17.17). The cost elements represent the individual activities 
required to provision the point-to-point arrangement and are grouped 
by functionality. SMEs familiar with the activities identified the 
amount of time required to perform the applicable t a s k .  Since some 
work groups are involved in all aspects of combination provisioning, 
the Interoffice Nonrecurring cost elements (P.17.4; -5; and .17) 
incorporate the shared function work times and include the work times 
for provisioning a channelization system. When calculating 
Nonrecurring cost f o r  combinations an Interoffice element with the 
appropriate multiplexing components needs to be included. Loop-only 
work functions were identified as separate nonrecurring elements 
(P.17.10;.11;.12). Feature activation also is developed as a separate 
Nonrecurring cost element (P.17.16) and is applicable when a 
multiplexing function is required. The Nonrecurring cost elements 
are grouped based on associated transmission speed, for example, VG, 
DS1, DS3 or STS-1. (EXH 95, Section 6, pp. 100-101) 

This unbundled combination includes a 4-wire DS1 digital loop 
connected to a D4 channel bank that can be used to terminate lines 
and trunks onto the central office switch. The 4-Wire DS1 Digital 
Loop/Channelization Port Combination - Nonrecurring costs - Switch 
as-is element. (P.50.1) reflects the cost associated with the work 
activities required to convert the end user's existing DS1 digital 
loop and channel bank to the CLEC. The 4-Wire DS1 Digital Loop/ 
Channelization P o r t  Combination - Subsequent Activity - Add Lines 
element (P.50.4) reflects the cost associated with the work 
activities required to activate a line in an existing D4 channel 
bank. The 4-Wire DS1 Digital Loop/Channelization Port Combination - 
subsequent Activity - Add Trunks element (P.50.5) reflects the cost 
associated with the work activities required to activate a trunk in 
an existing D4 channel bank. (EXH 95, Section 6, p .  102) 

Source: EXH 9 5 ,  Section 6, pp. 90-102 
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According to BellSouth witness Caldwell, BellSouth developed 
recurring costs for the platform combinations consisting of a 2 -  
wire voice grade loop with 2-wire voice grade port and 2-wire ISDN 
port. She notes that the recurring costs for other platform 
combinations ( e . g . ,  4-wire DS1 digital loop with 4-wire ISDN trunk 
port, &wire DSl loop with DDITS port, or a 2-wire loop/2-wire 
voice grade transport/2 -wire port combination) can be determined by 
adding the individual UNE recurring costs. (Caldwell TR 138) 
BellSouth a l so  developed costs for the "extended link" 
combinations. Those combinations include: 2-wire voice grade loop 
with dedicated DS1 interoffice transport, 2-wire ISDN loop w i t h  DS1 
interoffice transport, 4-wire DS1 digital loop with dedicated STS-1 
interoffice transport, and 2-wire voice grade loop with dedicated 
DS1 interoffice t ranspor t  with 3/1 m u x .  (Caldwell TR 139) 

BellSouth witness Varner n o t e s  that BellSouth has only 
proposed prices for new combinations of those UNEs t h a t  are 
necessary to enable BellSouth to receive the  exemption f r o m  
providing local switching as a UNE. Specifically, witness V a m e r  
states : 

BellSouth proposed rates for  providing new Enhanced 
Extended Link (EEL) combinations where BellSouth avails 
itself of the exemption from providing unbundled local 
switching to customers with four or more lines in density 
zone 1 in t h e  top 50 metropolitan statistical areas 
(MSAs) . The specific MSAs in Florida where BellSouth 
will of fe r  new EEL combinations are Miami, Orlando, and 
Fort Lauderdale. Areas served by BellSouth in density 
zone 1 in the top 50 MSAs are the only locations where 
BellSouth is required to combine UNEs at cost based 
prices. As such, the proposed prices for providing n e w  
EEL combinations equal economic cos t .  (Varner TR 64) 

The FCC's UNE Remand Order makes clear that: 

. . . exempting incumbent LECs from unbundling l oca l  
circuit switching in certain circumstances in the top 50 
MSAs is reasonable because nearly all of the top 50 MSAs 
contain a significant number of competitive switches. 
(FCC 99-238, 7 281) 
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In addition, the FCC stated: 

Our conclusion that competitors are not impaired in 
c e r t a i n  circumstances without access to unbundled 
switching in density zone 1 in the top 50 MSAs a lso  is 
predicated upon the availability of the enhanced extended 
link (EEL). . . . t he  EEL allows requesting carriers to 
serve a customer by extending a customer's loop from the 
end office serving that customer to a different end 
office in which the competitor is already collocated. 
The EEL therefore allows requesting carriers to aggregate 
loops at fewer collocation locations and increase their 
efficiencies . . . . (FCC 9 9 - 2 3 8 ,  7 2 8 8 )  

RECURRING AND NONRECURRING RATES FOR UNE COMBINATIONS 

According to BellSouth witness Caldwell, the cost methodology 
for combinations does not differ from the cost methodology used for 
m E s  since they both will be used to support rates f o r  items 
offered to competitors. (TR 87) She notes t h a t  in developing its 
recurring costs for the loop component of combinations, BellSouth 
uses t w o  scenarios: the BST2000 and the Combo scenario. (Caldwell 
TR 1 2 1 6 )  

0 

Witness Caldwell explains that with the BST2000 scenario all 
IJNE loops (o ther  than those combined with a port  in t h e  Combo 
scenario) served via a fiber feeder based DLC system must operate 
on a non-integrated basis since they are not terminated directly 
into BellSouth's switch. As explained in greater detail in Issue 
7 ( a ) ,  this is accomplished in the BSTLM by setting all of the 
switched services to "non-switched" so the model will build the 
network such that these loops terminate in a central office 
terminal. (TR 1 2 1 6 - 1 2 1 7 )  

The Combo scenario is used only f o r  the 2-wire analog voice 
grade and 2-wire ISDN loops used in combination with a port. Since 
combination loop/port offerings can be served via integrated DLC, 
t h i s  scenario sets all switched services back f rom the "non- 
switched" setting used in BST2000 to the "switched" setting. 
(Caldwell TR 1217; EXH 81, p .  39) Thus t h e  combined recurring 
price f o r  a loop/port  combination is lower than t he  sum of the 
parts if purchased separately. (EXH 81, p .  5 9 )  e 
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With regard to nonrecurring costs, BellSouth explains that 
there are two types of combination UNEs. 

The first type is the "Switched-As-Is" nonrecurring 
costs. These nonrecurring costs reflect the conversion 
of a currently existing combination to UNE pricing. This 
basically involves a billing change and thus  has 
substantially shorter work times than the work times 
required to provide individual UNEs or to combine two 
UNES as a new installation. The "switched-as - is" 
nonrecurring costs are related to Cost Element No. 
P. 17.1 - These cos ts  apply to any "Switched-as-is" 
(existing) combination that does not have a port  included 
in the combo. (EXH 61, p .  34) 

The second type is the N e w  Combination nonrecurring 
c o s t s .  These nonrecurring costs reflect the cost  of 
provisioning two or more UNEs as a combination UNE. . . 
. These costs apply to any "NEW" combination that does 
not have a port included in the combo. (EXH 61, p .  34) 

BellSouth notes that t h e  Loop/Port COMBINATIONS contained in its 
filing are a l so  "Switched-As-Is. If Therefore, the cost study 
assumes both elements are already connected and functional. The 
recurring costs for loop/port combinations are adjusted f o r  the 
duplication of main distributing frame (MDF) cost components. Both 
the stand alone loop and the stand alone port contain the cost of 
certain MDF components because these UNEs are separately terminated 
onto the MDF. However, when the loop and the port are combined, 
they are terminated together, eliminating the duplication of some 
MDF components. Also, the  costs of some loop/port combinations 
are based on a mixture of digital and analog access lines while the 
standalone loop costs are based on access lines that use analog 
facilities only. (EXH 61, p .  3 5 )  

Both AT&T/WorldCom and Sprint  witnesses presented limited 
testimony regarding BellSouth's proposed rates for combinations, 
focusing primarily on the inputs used to develop the nonrecurring 
rates. Staff will address AT&T/WorldCom testimony on this issue 
first . 
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AT&T/WorldCom witness King's Exhibit JAK-3, contains modified 
versions of BellSouth's nonrecurring cost spreadsheets. (EXH 135; 
TR 2400) As discussed in greater detail in Issue 8 ( d ) ,  witness 
King's modifications include: 

Eliminating costs that have no justification in a forward- 
looking network architecture and efficient provisioning 
process. Witness King believes workgroups such as t h e  LCSC and 
the UNEC/ACAC are intermediary work groups not intended for 
efficient operations .. 
Adjusting work times for certain work group activities. Most 
of these changes entail consistent application of work times 
between individual UNE studies covering similar w o r k  routines. 
Assuming BellSouth's affected work centers will be manually 
involved 10% of the time if an electronic mechanized order 
were to "fall-out" of the provisioning process. Witness King 
notes that BellSouth has assumed 100% manual w o r k  by a host of 
work centers. 
Making adjustment f o r  activities associated with manual 
assistance due to errors in the network management systems and 
databases (Operational Support Systems) . Witness King 
believes that most, if not all fallout from the OSS is a 
result of mismatching data from one system to the other and 
that maintaining the accuracy of these databases is a function 
of normal day to day maintenance and is recovered through 
recurring costs. (TR 2401-2402) 

At deposition, witness King was asked to explain his specific 
modifications to BellSouth's nonrecurring costs for combinations. 
He replied: 

. . these are essentially the P.1 elements, which are 
your various combinations. It is also where they perform 
your switch as is. These are your switch as is NRCs. 
And, again, a general assumption that you will find from 
me in this kind of activity is these are essentially 
translations in the switch to show that this is a CLEC 
UNE versus a BellSouth UNE. 

And under ideal conditions, ideal competitive conditions, 
AT&T and o the r  ALECs would have direct access to OSSs.  
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We would be able to provide an electronic order exactly 
the way BellSouth would and send those translations to 
the switch j u s t  as BellSouth does today or if they were 
able to partition so that we would have the capability. 
But this is a situation where I'm paying BellSouth to do 
something that I believe we can do. It is something that 
I can provide a clean order on and it can be provisioned 
efficiently. (EXH 86, p .  4 4 )  

In particular f o r  Centrex common block, witness King notes, 

T h e  reason why it is a l l  zeros there is because all they 
show is the  LCSC work group. And as I mentioned earlier, 
I: already have a work group doing t he  same thing that 
that work group is doing, and that is creating t h e  order 
that would go into the provisioning process. So it is a 
zero .  (EXH 8 6 ,  pp- 4 4 - 4 5 )  

When witness King was asked if the same assumption applied to any 
other  BellSouth elements he noted that "Anytime you see the LCSC 
and CPG, I am going to zero those out." (EXH 86, p .  45)  

At her deposition, BellSouth witness Caldwell was asked to 
comment on witness King's suggested modifications to BellSouth's 
nonrecurring cost study f o r  combinations. The witness asserts that 
she believes witness King's assumptions are incorrect. 
Specifically, she states: 

. . . Mr. King assumes that we are in a perfectly 
mechanized w o r l d  in which everything is mechanized and it 
requires no human activity. And so, therefore, as you 
can see, in all of the numbers, he's basically, taken the 
work time to zero. . . . the reason t h a t  you have 
additional times for the LCSC is because you're beginning 
now to s t a r t  dealing with more complex services. You 
have - -  in this particular activity, you're actually 
looking at getting the customer information so you set up 
a Centrex common block. So, they're ordering multiple 
lines and multiple ports on a switch and you have the 
common block. So, it's is the information necessary fo r  
that to do the switching. . . . his assumption on page 
9, where he says, "The UNE center and the ACAC and the 
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LCSC are intermediary work groups not utilized in BST's 
own processing." Well, that's not true. I mean, t h e  UNE 
center is set up t o  handle CLEC orders. Well, it is 
only f o r  CLEC, so a BellSouth order would not process 
through that center for its own customer, but it's going 
to process through the business service center. So, 
there is a similar center. And the ACAC is . . I I 
think, it's the Access Carrier Advocacy Center. And it's 
for the simple purpose of dealing with the interexchange 
carriers, and it's set up for the same purpose. So, we 
do use those in processing our orders. It's just that 
it's not t h e  same name, okay? On page 12, his 
assumption at the bottom, he says, "Engineering is 
recovered through recurring charge , I' that s not true. 
What you're dealing w i t h  here is the cost associated w i t h  
a service order. I'm not going out there and installing 
plant. I'm going out there and putting a h o p  to work; 
or in this particular case, it's a combination, but it 
deals with a complicated combination of the DID. . . 
those t y p e  engineering costs are not included in t h e  
recurring. This is over and above the  recurring cost. 
(EXH 81, pp. 5 2 - 5 5 )  

Like AT&T/WorldCom witness King, Sprint witness McMahon does 
not believe that BellSouth's nonrecurring cos ts  for combinations 
are reasonable2'. F o r  example, he notes that an ALEC wishing to 
order a new, 2-wire voice-grade loop with 1/0 multiplexing and DS1 
transport would pay much higher nonrecurring costs in BellSouth's 
territory than what Sprint considers to be reasonable. He 
explains : 

In the case of BST, one would pay $633.30. This includes 
the  inflation of work t i m e s  by an additional 5.2403 hours 
over what BST allocates f o r  the individual UNEs, (TR 
3184) 

According to witness McMahon, Sprint sees no reason why it 
should c o s t  more to provision a combination of these network 

29Although S p r i n t  provided some testimony on this issue, in its Post 
Hearing Brief, it notes "NO position" for either Issues 12 (a) or 12 (b) . (Spr in t  
BR p. 44) 
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elements when the individual elements could be ordered separately 
at a lesser total nonrecurring cost. He argues that BellSouth is 
apparently relying on the concept t h a t  it will take extra time to 
coordinate such  orders. He notes  that Sprint‘s experience does not 
support that concept. (TR 3184-3185; Sichter TR 3093) 

with regard to t he  comments of Sprint witness McMahon, 
BellSouth witness Caldwell asserts: 

Mr. McMahon failed to realize that BellSouth’s Voice 
Grade Local Loop f o r  COMBINATIONS (Element P.17.10) is 
valid for all voice grade loops; Le., it reflects an 
average provisioning time for the various types of 2-wire 
and 4-wire loops. Thus, a comparison between an average 
r a t e  for a combination and a single rate fo r  a specific 
element is not a valid comparison. (TR 1212) 

Furthermore, witness Caldwell argues t h a t  the notion that 
nonrecurring costs for EELS exceeds the sum of t h e  individual 
components is not universally true. For example, she notes that 
f o r  a 4-wire voice grade loop with DS1 IOF, the sum of the UNEs is 
$710.23 and t h e  cost of the combination is $673.99. Similarly, f o r  
a DS3 Loop with DS3 IOF, the sum of the UNEs is $1,515.97, and the 
nonrecurring cost of the combination is $1,050.83. (TR 1212) 

CONCLUSION 

Recurrinq Rates f o r  COMBINATIONS 

Staff endorses BellSouth’s modeling approach for calculating 
t h e  recurring rates for UNE combinations. After review of the 
hearing and deposition transcripts, and discovery responses, staff 
is unable to find any compelling evidence which supports 
calculating RCs f o r  combinations differently. S t a f f  believes that 
it is appropriate to acknowledge the benefits of integrated DLC in 
calculating the price f o r  loop/port combinations. Accordingly, 
staff supports using the BST2000 and t h e  Combos scenarios to 
calculate the recurring rates for combinations and recommends that 
these scenarios be used in conjunction with staff Is recommended 
changes in a l l  applicable prior issues. 
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Nonrecurring Rates f o r  COMBINATIONS 

As noted above, testimony on this issue was limited. Staff 
believes specific testimony was sparse because the parties 
presented their arguments regarding a l l  nonrecurring costs 
(individual UNEs and UNE combinations) in other issues, 
specifically Issue 8 (d) 30. After reviewing the limited testimony 
.here, staff did not find any new information that would lead it to 
conclude something other than what has been recommended for 
nonrecurring costs in Issue 8 ( d ) .  For example, when witness King 
was asked to address his recommended modifications for the 
combinations elements, he did not note anything specific to 
combinations but rather addressed why he believes BellSouth's LCSC 
is an intermediary workgroup t h a t  is not necessary. This argument 
is specifically addressed in Issue 8(d). In addition, sprint 
witness McMahon notes that an ALEC wishing to order a new, 2-wire 
voice-grade loop with 1/0 multiplexing and DS1 transport would pay 
much higher nonrecurring cos ts  in BellSouth's territory than what 
Sprint considers to be reasonable because of what he believes are 
BellSouth's inflated work time. Again, BellSouth's work times are 
addressed by staff in Issue 8(d). Therefore, since the testimony 
presented on this issue provided no new f a c t s  specific to the 
nonrecurring costs for combinations, s t a f f  recommends that the 
nonrecurring cos ts  for combinations be modified to reflect the 
changes approved in Issue 8 ( d ) .  

a 

3 0 ~ n  i t s  Post Hearing B r i e f ,  the FCCA ALECs noted that the rates proposed 
by witness King incorporate AT&T/WorldCom' s positions on all previously- re lated 
issues. (FCCA BR p .  72) 
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ISSUE 12: Without deciding t h e  situations in which such 
combinations are required, what are the appropriate recurring and 
non-recurring r a t e s  for the following UNE combinations: 

(b) "extended links," consisting of: 

(1) loop, DSO/1 multiplexing, DS1 interoffice 

(2) DSl loop, DS1 interoffice transport; 
(3) DS1 loop, DS1/3 multiplexing, DS3 interoffice 

transport; 

transport. 

RECOMMENDATION: See staff recommendation in Issue 12(a). (King) 

POSITION OF THE PARTIES 

BELLSOUTH: The appropriate recurring and nonrecurring rates for 
combinations of network elements are set forth in Exhibit 92. * 
DATA ALECS: A d o p t  FCCA position. 

FCCA ALECS: The appropriate rates for extended links are those 
proposed by AT&T/WorldCom in Exhibit No. 135, ( J A K - 1 ,  revised). 

SPRINT: No position. 

TIME WARNER: Time Warner does not take a position on this issue. 

STAFF ANALYSIS: See staff's analysis in Issue 12 (a)  . 
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ISSUE 13: When should the recurring and non-recurring rates and 
charges t a k e  effect? 

RECOMMENDATION: T h e  recurring and non-recurring rates and charges 
should take effect when existing interconnection agreements are  
amended to incorporate the approved rates and the amended 
agreements are approved by the Commission. (Lester) 

POSITION OF THE PARTIES 

BELLSOUTH: The recurring and nonrecurring rates and charges 
established in this proceeding should t ake  effect after the 
Commission issues an effective order and a f t e r  existing 
interconnection agreements are properly amended to incorporate the 
ordered rates. 

DATA ALECS: The recurring and nonrecurring rates and charges 
established by the Commission in t h i s  proceeding should take e f f e c t  
immediately upon the Commission's issuance of its order .  ALECs 
should not be required t o  amend t h e i r  interconnection agreements 
w i t h  BellSouth in order to avail themselves of these rates and 
charges. 

FCCA ALECS: The prices should become effective on t he  date of the  
Commission vote. 

SPRINT: Sprint recommends t h a t  any UNE r a t e s  ordered i n  t h i s  
proceeding should be filed 60 days a f t e r  the release of the 
Commission Order. 

TIME WARNER: Adopts FCCA ALECs' position. 

STAFF ANALYSIS: 

BST witness Varner states that the recurring and non-recurring 
rates and charges established in this proceeding will take effect 
a f t e r  the Commission issues an effective order and when existing 
interconnection agreements are properly amended to incorporate the 
ordered rates. The rates BellSouth charges ALECs f o r  UNEs and 
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interconnection service are governed by an approved interconnection 
agreement I (TR 64-65) 

FCTA witness Barta states that 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. According to 
witness Barta, it seems reasonable that the rates should become 
effective 30 days to 90 days after the Commission issues an order 
in the proceeding, unless the carriers can show that they cannot 
comply within the specified time. (TR 7 5 8 )  

AT&T witness King testifies that the recurring and non- 
recurring rates and charges should t ake  effect  immediately after 
the Commission approves and orders them. He states that at such 
time ILEC/ALEC interconnection agreements should. be amended to 
include t h e  ordered rates and charges. (TR 685) Sprint witness 
Sichter recommends that the ILECs in this proceeding be required to 
file UNE rates that conform to the Commission's Order in this 
proceeding 6 0  days after the release of that order. Those rates 
would become effective on the date they are filed. (TR 5 0 9 )  

In rebuttal to witness Barta, wi tness  Varner suggests that BST 
will require some time to conform its billing and administrative 
systems to implement UNE rates. He does not believe a specific 
time frame, 30 to 90 days, is appropriate to govern when the rates 
should become effective. He states t h a t  the rates and charges 
should become effective when existing interconnection agreements 
are properly amended to incorporate the ordered rates, whether t h a t  
is 30 days, 60 days, or whenever. (TR 7 7 - 7 8 )  

The Commission will set UNE rates for BST that may then be 
incorporated as amendments to existing interconnection agreements. 
(TR 64-65) Staff believes it is appropriate for t h e  rates to 
become effective when those interconnection agreements are amended 
to reflect the approved UNE rates and t h e  amended agreement i s  
approved by the Commission. For new interconnection agreements, 
the rates should become effective when the  Commission approves the 
agreement. Pursuant to Section 252 ( e >  (4) of the Telecommunications 
Act of 1996, should the Commission fail to act to approve or reject  
the agreement adopted by negotiation within 90 days after 
submission by t h e  parties, the agreement is deemed approved. 
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ISSUE 14: Should this docket be closed? 

RECOMMENDATION: No. This Docket should remain open to address UNE 
rates for S p r i n t  and Verizon. (B. Keating) 

STAFF ANALYSIS: T h i s  Docket should remain open to address UNE rates 
for S p r i n t  and Verizon. 
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APPENDIX A 

RATE COMPARISON 

For comparative purposes, some of the columns of rates in the 
following table combine rates t h a t  were presented separately by t h e  
parties. Any comparison t o  the source documents should be made with 
that in mind. 

The column titled "Nonrecurring Including First" contains the 
nonrecurring cha rge  for the f i r s t  unit purchased where a r a t e  i s  
also shown i n  the column titled "Nonrecurring Additional." If no 
rate is shown in t h e  "Nonrecurring Additional" column, the r a t e  for 
all units is that shown under "Nonrecurring Including First," 
regardless of quantity. 

Where a cell is blank, no rate is proposed. Where a ra te  of $ 0  
is shown, that is the party's proposed rate. 

Source of Proposed Rates 

BELLSOUTH--EXH 92, Corrected Revised Exhibit A m - 1 ,  September 5 ,  
2 0 0 0 .  

0 AT&T/WORLDCOM- -Post -hearing brief of FCCA, Broadslate, Cleartel, 
FCTA, Flor ida  Digital, Intermedia, W o r l d C o m ,  and Z-tel. 

BLUESTAR/COVAD/RHYTHMS--EXH 141, Exhibit TLM-2. 

STAFF--Fallout from s t a f f  inputs into BellSouth's proprietary cost 
model. 
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APPENDIX A - RATE COMPARISON 

ELEMENT NUMBER & DESCRIPTION 
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ELEMENT NUMBER & DESCRIPTION 

ice Grade Loop 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
. -  

NON- 

Including 

$116.59 $26.70 

$9.36 $139 a 20 $61.94 
$12.49 $139.20 $61.94 
$16.13 $139.20 $61.94 

$10.12 $165.68 $88.42 
$18.29 $165 $68 $88.42 
$26.09 $165.68 $08.42 

$104.31 $17.15 

$7.32 $126.10 $ 4 0 . 8 4  

$104.31 $17.15 

ROPOSED RATE5 

Pirat 

1 $34.911 $8.86 II -+ $1.98) $25.031 $4 8411 

$1.301 
$1.871 

$2.471 1- 
$5.421 1% 

$34.72 $14.53 

$2.781 I 
$4.001 

$0.84 $1 * 98 $0.56 

$0.00 $0.00 

$1.22 $1.98 $0.56 

$0 IO0 $0.00 

STAFF 
PROPOSED RATES 

RECURRING1 r); 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 

I I 

$61 75 1 
$ 6 5 . 5 2  $10 3 2  

$7 63 $7 63 

$3.59 $71.02 $22 37 

$61.78 $7.69 

$6.77 $79.17 $30.51 

$65.52 $10.32 
I I 
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NON - 
RECURRING 
Including 

F i r s t  

RECURR IN0 

$0.00 

$ 0 . 0 0  

APPENDIX A - RATE COMPARISON 

NON - 
RECURRING 
ADDITIONAL 

(If 

- 

ELEMENT NUMBER & DESCRIPTION 

A 2.17 

A . 2 . 1 8  

R.2 1 9  

A . 2 . 2 0  

4 2.21 

4.2.24 

1 2  24 

L 2.25 

Sub-Loop - Per Cross Box 
Location - CLEC Feeder 
Facility Set-Up 
Sub-Loop - Per Cross Box 
Location - P e r  25 P a i r  Panel 
Set -up 

Sub-Loop ~ Per Building 
Equipment Room - CLEC Feeder 
Facility Set-Up 
Sub-Loop - Per Building 
Equipment Room - Per 2 5  Pair 
Panel Set-Up 
Sub-Loop - Per Cross Box 
Location - CLEC Distribution 
Facility Set-Up 
Sub-Loop - Per 4-Wire Analog 
Voice Grade Loop / Feeder Only 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 
Sub-Loop - Per 4-Wire Analog 
Voice Grade Loop / Feeder Only 
- Disconnect Only 
Sub-Loop - Per 2-Wire ISDN 
Digital Grade Loop / Feeder , 

Only 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 

BELLSOUTH 
PROPOSED RATES 

Including ADD' L 
F i r s t  

$ 5 6 . 0 9  

I $ 4 5 . 2 8 1  

$135.18 $81.91 

$333.44 

$109.85 

$711.78 

$127 64 $32.91 

I I 

$22 39 $219.94 $137.43 
$25.85 $219.94 $137.43 
$26.12 $219.94 $137.43 

I I I 

AT&T/WORLDCOM PROPOSED RATES 

$0.00 

1 $ 0 . 0 0 1  

.. I $O.OOl --+-I-- $11 66 $49.61 $24.62 

$7.65 
$11 .oo 
$14.52 
$21.99 
$31.91 
$ 4 9 . 9 0  

$41.66 $15.07 

$7.26 
. .. . 

$44.04 $19.17 

I I 

BLUES TAR/ COW 
/RHYTHMS 

P R O ~ O S E D  RATE: 

STAFF 
PROPOSED RATES 

I Including First 1ADD;;:ONAI 

RECURRING NON- NON- 
RECURRING RECURRING 

I $ 5 1 5 . 2 8 1  

1 $ 8 9 . 8 0  I 

$21 11 

$18.90 I $135.18 1 $81 91 
S25.82 1 $ 1 3 5 . 1 8  1 $81,91 
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APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES STAFF 

PROPOSED RATES 
BELLSOUTH 

PROPOSED RATES 

Including 
F i r s t  

LUESTAR/COVAD 

ROPOSED RATES 
/RHYTHMS 

ELEMENT m B E R  & DESCRIPTION 

D i g i t a l  Grade Loop / Feeder 

Kbps D i g i t a l  Grade Loop / 

Zone 1 

RECURRING1 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 

RECURRING NON - NON - 
RECURRING RECURRING 
Including ADDITIONAL 

First (If 

$34.60 $8.69 

$ 2 4 . 6 2  $12.50 $49.61 -I- 
Zone 4 

Zone 5 
Z o n e  6 

Kbps D i g i t a l  Grade Loop / 
Feeder Only - Disconnect Only 

Loop Shor t  / Feeder Only 
Zone 1 
Zone 2 

Zone 3 

A.2.29 Sub-Loop - Per 4-Wire 56 o r  64 

A . 2 . 3 0  Sub-Loop - Per  2-Wire Copper 

$32.91 $81.91 $21.11 $41.66 $15.07 $127.64 

$4,16 $ 4 9 . 6 4  $ 2 3 . 4 1  

$I1 .a1 $175.18 $92.66 
$9.78 $175.18 $92.66 
$7.83 $175.18 $92.66 --I-- $3.93 

$5.18 -+- Zone 4 

Zone 5 
Zone 6 

Loop Short  / Feeder Only - 
Disconnect Only 

Loop Short  / Feeder Only 
Zone 1 
Zone 2 
Zone 3 

A . 2 . 3 0  Sub-Loop - Per  2-Wire Copper 

A . 2 . 3 2  Sub-Loop - P e r  4-Wire Copper 

$72.82 $13 25 1 1 -  
I -I---- $113.671 $20.84 

$6.05 
$8.70 

$17.39 
$25.23 
$39.46 

Zone 4 
Zone 5 
Zone 6 
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L 

i 

ELEMENT NUMBER & DESCRIPTION I 
A 2.32 Sub-Loop - Per 4-Wire Copper 

Loop S h o r t  / Feeder Only - 
Disconnect Only 

Loop Short / Distribution Only 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 

A.2.40 Sub-Loop - Per 2-Wire Copper 
Loop Short / Distribution Only 
- Disconnect Only 

A.2 42 Sub-Loop - Per 4-Wire Copper 
Loop Short / Distribution Only 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 

A.2.40 Sub-Loop - Per 2-Wire Copper 

; 

1 

A 2 42 Sub-Loop - Per 4-Wire Copper 
Loop S h o r t  / Distribution Only 
- Disconnect Only 

A.2.44 Network Interface Device (NIDI 
- 2 line 

A.2.45 Network Interface Device (NIDI 
- 6 line 

A. 3 LOOP CHANNELIZATION AND CO 
INTERFACE (INSIDE CO) 

A.3.12 Unbundled Loop Concentration - 
System A (TR008) 

A 3 13 Unbundled Loop Concentration - 
System B (TROOB) 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

Including ADD' L 
First 

$119.80 $25.0: 

$98.49 $13. OE 1 
I I 

$104.31 $17.15 

$94.50 $57.22 

$136.75 $99.47 

$470.73 $651.05 

$55.96 $271.27 

AT&T/WORLDCOM PROPOSED RATES LUESTAR/COVAI 
/RHYTHMS 

ROPOSED RATE! 
RECURRING 

RECURRINQ RECURRING 
Including ADDITIONAL FIRST ADD'L 
First 

$46.55 I 

$9.221 
$14.42 I 

$3.731 $34.721 $14.531) I 
$3.521 
$4.65) 

$10.211 
$15.961 

$33.35 $9.53 

$61.12 $ 4 6 , 0 1  

$103.47 $89.16 

$160.50 $0.00 $0.00 t-t- 
~ ~~~ 

$41.48 $ 0 . 0 0  $0.00 

PROPOSED RATES 

NON - RECURRING NON- 
RECURRING RECURRING 
Including ADDITIONAL 

n u r - P n t  1 

576.79 $16 00 

First (If 

$6.98 $87.71 $39 06 
$9.54 $87.71 $39.06 

$20.72 $87 71 $39.06 

I I I 

I - I  
I $ 6 5  521 $10 3 2  

h $449.49 $359.42 

I $53 44 I $149.761 

- 6 3 7  - 



A . 3 . 1 4  

A .  3 .15 

A.3.16 

A.3.16 

A.3.17 

A . 3 . 1 7  

A . 3  18 

A 3.18 

A.3.19 

A.3.19 

A.3.20 

A . 3 . 2 0  

A .  3.21 

A.3.21 

R . 3 . 2 2  

4 . 3 . 2 2  

. .  

Unbundled Loop Concentration - $510.37 
System A (TR303) 

S y s t e m  B (TR303) 
Unbundled Loop Concentration - $5.28 
DS1 L i n e  Interface Card 
Unbundled Loop Concentration - 
DS1 Line Interface Card - 
Disconnect Only 

POTS Card 
Unbundled Loop Concentration - 
POTS Card - Disconnect Only 
Unbundled Loop Concentration - $ 8 - 3 8  
ISDN (Brite Card) 
Unbundled Loop Concentration - 

ISDN (Brite Card) - Disconnect 
Only 
Unbundled Loop Concentration - $12 46 
SPOTS Card 
Unbundled Loop Concentration - 
SPOTS Card - Disconnect Only 

Specials Card 
Unbundled Loop Concentration - 
Specials Card - Disconnect 
Only 
Unbundled Loop Concentration - $36.31 
TEST CIRCUIT Card 
Unbundled Loop Concentration - 
TEST CIRCUIT Card - Disconnect 
Only 

Digital 19, 56, 64 Kbps Data 
Unbundled Loop Concentration - 
Digital 19, 56, 64 Kbps Data - 
Disconnect Only 

Unbundled Loop Concentration - $94.3C 

Unbundled Loop Concentration - $2. io 

Unbundled Loop Concentration - $ 7 . 4 3  

Unbundled Loop Concentration - $11.01 

DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES ll AT&T/WORLDCOM PROPOSED RATES 3LUESTAR/COVAD 11  STAFF 

ELEMENT NUMBER & DESCRIPTION RECURRING I- RE:E-INCI 1 RELCUYY NON- 

Including 
First 

RECURRING NON - NON- NON- 
RECURRING 
ADDITIONAL 

(If 

RECURRING 
Including 

$651.05 

$271 27 

$189.87 $ 0 . 0 0  $O.OC 

$69.90 $ 0 . 0 0  $ 0 .  oc 

$126.611 $92 17 $3.911 $19.561 $15.22 $51.5i 

55.5e 

$16 5C 

$ 7  7E 

$16 5C 

$ 7 . 7 E  

$31.11 $8.71 $4.32 $4.32 

I I 

$1.55 $17.32 $13.55 $21.07 $20.96 

$9.99 $9.93 

$21 071 $20.96 $6.21 $17.32 $13.55 

$4.32 $4.32 $9.99 $9.93 

$16.5C 

$ 7  7 e  

$9.24 $17.32 $ 1 3 . 5 4  

$4.32 $4.32 $9.99 $ 9 . 9 3  

$21.07 $20.96 
I 

$5.51 $17.32 $13.59 $ 1 6 . 5 C  

$ 7 . 7 @  $9.99 $9.93 

$ 2 1 . 0 7  $ 2 0 . 9 6  $16 5 0  

$ 7  I 7 8  $4.32 $4.32 

$21 . b 7 1  $20.96 $ 1 6 . 5 0  

$7.78 

$8.16 $17.32 $13.59 

$4.32 $4.32 $9.99) $9.93 
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PROPOSED RATES 
ELEMENT NUMBER & DESCRIPTION 
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A.6 

A.6.1 

APPENDIX A - RATE COMPARISON 

2-WIRE ASYMMETRICAL DIGITAL 
SUBSCRIBER LINE {ADSL) 
COMPATIBLE LOOP 
2-Wire ADSL compatible Loop 
(Non-recurring w/LMU) 

Zone 1 $17.56 
Zone 2 ~ i e . 8 1  
Zone 3 $19.21 

A 6 lwLMU 

A.6.lwL 

R.6.lwoL 

4.6.lwoL 

Zone 5 
zone 6 
2-Wire ADSL Digital Subscriber $391.71 $253.12 
L i n e  Compatible Loop 
(Non-recurring with LMU) 
2-Wire ADSL Digital Subscriber $154.23 $35.23 
L i n e  Compatible Loop 
(Non-recurring with LMU) - 
Disc. Only 
2 - W i r e  ADSL D i g i t a l  Subscriber $258 06  $175.48 
Line Compatible Loop 
(Non-recurring without LMU) 
2-Wire ADSL Digital Subscriber $108 29 $15.46 
Line Compatible Loop 
(Non-recurring without LMU) - 
Disc. Only 

4.7 

1 7.1 

AT&T/WORLDCOM PROPOSED RATES 

2-WIRE HIGH BIT RATE DIGITAL 
SUBSCRIBER LINE (HDSL) 
COMPATIBLE LOOP 
2-Wire HDSL Compatible Loop 
Zone 1 $13.84 
Zone 2 $14.57 
Zone 3 $15.14 
Zone 4 
Zone 5 
Zone 6 

NON - NON - RECURRING 
RECURRING RECURRING 
Including ADDITIONAL 

(If F i r s t  

$6.90 

$19.14 $11.72 

$5.731 

$5.41 
$7.14 

s10. BO 
$15.681 
$24.521 I 

3LUESTAR/COVA1 

IROPOSED RATE; 
/RHYTHMS 

c 

+-- 
I I 

STAFF 
PROPOSED RATES 

RECmRING 
Including 
First 

I 
$149.53 

$86 78 

I 570, l2 

$15.04 

I 
I 

NON - 
RECURRING 
ADD1 T I ONAI 

(If 

$103 85 

$18 0 7  

$71.12 

$10 5 4  
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A.7 1wL 

A 7.lwL 

A.7.lwoL 

A 7.lWOL 

A . 8  

A 8.1 

ELEMENT NUMBER & DESCRIPTION 

2-Wire HDSL Compatible Loop 
(Nonrecurring with LMU) 

2-Wire HDSL Compatible Loop 
(Nonrecurring with LMU} - 
Disc. Only 
2-Wire HDSL Compatible Loop 
(Nonrecurring without LMU) 
2-Wire HDSL Compatible Loop 
(Nonrecurring without LMU) - 
Disc. Only 

4-WIRE HIGH BIT RATE DIGITAL 
SUBSCRIBER LINE (HDSL) 
COMPATIBLE LOOP 
4-Wire HDSL Compatible Loop 
Zone 1 
Zone 2 

Zone 3 
Zone 4 

A.8.lwL 

A.E.lwL 

A 8.lwoL 

4 8.lwoL 

Zone 5 
Zone 6 
4-Wire HDSL Compatible Loop 
(Nonrecurring with LMU) 

4-Wire HDSL Compatible Loop 
(Nonrecurring with LMU) - 
Disc. Only 
4-Wire HDSL Compatible Loop 
(Nonrecurring without LMU) 
4-Wire HDSL Compatible Loop ~ 

(Nonrecurring without LMU) - 
Disc. Only 

APPENDIX A - RATE COMPARISON 

ROPOSED RATES 

Including ADD’ L 
First First 

$409.03 $270 44 $20.73 

$154.23 535.23 $5.97 

$276.19 $19.14 $11 72 $192.81 

$108 -29 $15.46 $5.97 $3.25 

I I H -  
$ 1 0 . ~ 3 1  

$22.35 $6.581 

$22.79) I $9.471 I 
f $ 2 4 . 8 5 1  $12.49( 

! 
$ 4 6 6 . 2 4 1  $299.61 $20.73 $ 4 6 6 . 2 4 1  $299.61 

$161.19 $26.10 

$19.14 $11.72 

$26. II $161.19 

53.3211 I $ 6 . 0 9  I 1 $19.141 $11.7211 

$114.30 $19.58 $6.09 $3.32 

I STAFF 
PROPOSED RATES 

RECURRING 
Including 
First 

$159 09 

$86.78 

I .40 
$70 12 

I 

I $193 31 

$91 0 4  

$168.62 + $ 7 4 . 0 4  

I 

NON- 
RECURRING 
ADDITIONAL 

(If 

$113 4 1  

$ l e .  0 7  

$00 6 9  

$10.54 

$138.98 

$14 88 

$115 47 

$13.24 
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AT&T/WORLDCOM PROPOSED RATES 

RECURRING ' NON- NON - 
RECURRING RECURRINQ 
Including ADDITIONAL 

First (If 

APPENDIX A - RATE COMPARISON 
BLUESTAR/COVAD STAFF 

PROPOSED RATES 
/RHYTHMS PROPOSED RATES 

NON- NON- RECURRING NON- NON - 
REC. REC . RECURRING RECURRING 

FIRST ADD' L Including ADDITIONAL 
First (If 

BELLSOUTH 
PROPOSED RATES 

ELEMENT NUMBER & DESCRIPTION 

4-WIRE D S 1  DIGITAL LOOP 

NON - 
Including 

$92.48 $505.12 $315 .1E  

$119 68 $505.12 $315.1E 
$194.70 $505.12 $315.1€ , Zone 4 

Zone 5 

A . 9 . 1  4-Wire DS1 Digital Loop - $132. 135 $21 65 

A.9.2 Sub-Loop F e e d e r  P e r  4-Wire DS1 
Disconnect Only 

Digital Loop 
Zone 1 $56.00 $211 I 55 $l29.04 
Zone 2 $80.13 $211.55 $129.04 
Zone 3 $156.12 $211.55 $129 I 04 
Zone 4 

A.9 2 Sub-Loop F e e d e r  P e r  4-Wire DS1 $127.713 $33.06 
Digital Loop - Disconnect Only 

A .  10 4-WIRE 19, 56 OR 6 4  KBPS 
DIGITAL GRADE LOOP 

A.lO.l 4-Wire 19, 56 or 64  Kbps 
Digital Grade Loop 
Zone 1 
Zone 2 
Zone 3 

A.lO.l 4-Wire 19, 56 or 64 Kbps $122.15 $27.42 
Digital Grade Loop - 
Disconnect Only 

$81 14 $312 95 $181.35 

$110.82 $312.95 $181.35 

$34.68 $30.32 $23.36 
$22.75 
$32.73 
$43.191 $240.76 1 $312.95 I $181.35 
$65.391 

I 

$148.43 I I 
$60.79 $13.11 $17.63 

$51 12 $133 77 $78 02 
$69.82 $133.77 $78.02 

$151.68 $133.77 $78 02 

$12.98 $45.28 $21.38 

$8.51 
$12.25 
$16.17 
$24.413 
$35.52 
$55.55 

$313.33 $12.85 

-- 
$16.74 $17.45 $9.81 

$10.98 

$61.16 
I 

$4.07 $2.71 $ 7 9  15 $18.36 

- 6 4 2  - 



DOCKET N O .  990649-TP 
DATE: APRIL 6 ,  2001 

A .  12 

A . 1 2  1 

A.12 1 

A.12.2 

A.12.2 

CONCENTRATION PER SYSTFM PER 
FEATURE ACTIVATED (OUTSIDE 
CENTRAL OFFICE) 
Unbundled Loop Concentration - 
System A {TR008) 
Unbundled Loop Concentration - 
System A (TROOB) - Disconnect 
Only 
Unbundled Loop Concentration - 
System B (TROOB) 
Unbundled Loop Concentration - 
System B (TROO8) - Disconnect 

A . 1 2 . 3  

A 12.3 

~ ~~ 

Unbundled Loop Concentration - 
System A ( T R 3 0 3 )  
Unbundled Loop Concentration - 
Svstem A (TR303) - Disconnect 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
AT&T/WORLDCOM PROPOSED RATES 

~ 

STAFF 
PROPOSED RATES 

BLUE STAR/ COVAI 
/RHYTHMS 

PROPOSED RATES 
ELEMENT NUMBER & DESCRIPTION NOW - 

Including 

NON - NON - 
RECURRING RECURRINQ 

RECURRINQ 

Including ADDITIONAL 
First (If 

$206.79 $3.66 $3.6€ 

NON - 
RECURRING 
ADDITIONAL 

(If 

RECURRING 
Including 
First 

---I-+ $455.13 $223.53 $120 93 

I so. 00 f $0. oc $236.02 $74 04 

$79.96 $223.53 $120.93 

$129.24 $40 26 I- $488 67 $223 53 $ 1 2 0  93 

$44.41 $3. 6 €  

$0.00 $0. oc 

$85.12 

$236 0 2  $ 7 8 . 8 4  

$232.17 $3.66 $3.6E 

$0.00 $0. oc 

$69.80 $3.66 $3.66 

$0.00 $0.00 

$512.86 

$236 I 02 $74.84 $129.24 $40 26 

A.12.4 Unbundled LOOP Concentration - 

A . 1 2 . 4  Unbundled Loop Concentration - ;I System B (TR303) - Disconnect 

A 12.5 Unbundled Sub-loop 

System B (TR303) 

Concentration - USLC Feeder 
lnterf ace 

$120 * 21 

$236.02 $74.84 

l $12.23 $45.28 $21.38 

Zone 2 
Zone 3 
Unbundled Sub-loop 
Concentration - USLC Feeder 
Interface - Disconnect Only 
Unbundled Loop Concentration - 
POTS Card 
Unbundled Loop Concentration - 
POTS Card - Disconnect Only 
Unbundled Loop Concentration - 
ISDN (Brite Card) 

$107. 08 

A.12 .5 

A .  12.6 $1.53 $17.32 $13.59 

$4.32 $ 4 . 3 2  A . 1 2 . 6  5 7  I 83 $ 7 . 7 8  

$ 0 . 4 8 1  $21.071 $ 2 0 . 9 6  $8.11 $16 59 $16.50 A . 1 2 . 7  

- 6 4 3  - 



DOCKET NO. 9 9 0 6 4 9 - T P  
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
STAFF 

PROPOSED RATES 
ROPOSED RATES 

First 

ELEMENT NUMBER & DESCRIPTION RECURRINQ R E C M R I N G ~  ;;::t 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 
~~ 

1.12.7 Unbundled Loop Concentration - 
ISDN (Brite C a r d )  - Disconnect 
Only 

i .  12.8 Unbundled Loop Concentration - 

SPOTS C a r d  
l.12.8 Unbundled Loop Concentration - 

SPOTS Card - Disconnect Only 
, . 1 2 . 9  Unbundled Loop Concentration - 

Specials Card 
, . 1 2 . 9  Unbundled Loop Concentration - 

Specials Card - Disconnect 
On1 y 

. . 1 2 . 1 0  Unbundled Loop Concentration - 
TEST CIRCUIT Card 

. . 1 2 . 1 0  Unbundled Loop Concentration - 
TEST CIRCUIT Card - Disconnect 
Only 

. 1 2 . 1 1  Unbundled Loop Concentration - 
Digital 1 9 ,  56, 6 4  Kbps Data 

. 1 2 . 1 1  Unbundled Loop Concentration - 
Digital 1 9 ,  56, 6 4  Kbps Data - 

Disconnect Only 

.13 2-WIRE COPPER LOOP 

. 1 3 . 1  2 - W i r e  C o p p e r  Loop - short 
Zone 1 
Zone 2 
Zone 3 

1 $ 4 . 3 2 1  ~~m~~~~ 1 $ 9 . 1 2  $ 1 7 . 3 2  $ 1 3 . 5 9  

$ 4 . 3 2  

$ 9 . 9 9  $ 9 . 9 2  

$ 1 2 . 6 1  $ 2 1 . 0 7  $ 2 0 . 9 1  

$ 9 . 9 9  $ 9 . 9 3  $ 7 . 7 9  

$ 7 . 8 3  

$7.52 $ 2 1 . 0 7  $ 2 0 . 9 €  

$ 9 . 9 9  $ 9 . 9 3  

$36.76 $ 3 5 . 1 2  $ 1 6 . 5 9  $16.50 

$ 7  83 $ 7 .  I 8  

$ 1 0 . 6 5  $16 5 9  $ 1 6 . 5 0  

I I 
$ 9 . 9 9  $ 9 . 9 3  

$ 1 1 . 1 4  $ 2 1 . 0 7  $ 2 0 . 9 6  

$ 9 . 9 9  $ 9 . 9 3  $7 7 8  I $7.83 1 
=q=f=l'=f= 

$6.51 $ 1 8 . 8 1  

$19.21 

s a .  88  
$29.53 

$ 2 0 . 7 3  $ 1 2 . 0 3  

I 
I I 

I $148 501 $102 82  

$ 8 6 . 7 8  $ 1 8  a 0 7  $ 5 . 9 7  $ 3 . 2 5  
(Nonrecurring with LMU) - 

- 6 4 4  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

RECURRINU NON - NON- 
RECURRING RECURRING 
Including ADD’ L 
First 

$257.00 $173.62 

Sloe. 29 $15.46 

APPENDIX A - RATE COMPARISON 

RECURRING NON - NON - 
RECURRING RECURRING 
Including ADDITIONAL 

First ( I f  

$19.14 $11.7; 

$5.97 $3.21 

I 
RECURRING 

ELEMENT NUMBER & DESCRIPTION 
NON - NON- 

RECURRING RECURRING 
Including ADDITIONAL 

D u - n t )  

$70 0 9  

$70 12 $10 5 4  

First (If 

$123.81 A.13.lwoL 

Zone 1 
Zone 2 
Zone 3 
Zone 4 

Zone 5 
Zone 6 

A.13.7wL 2-Wire Copper Loop - long 
(Nonrecurring with LMU) 

A 13.7wL 2-Wire Copper Loop - long 
(Nonrecurring with LMU) - 
Disc. Only 

A.13 7woL 2-Wire Copper Loop - long 
(Nonrecurring without LMU) 

A 13.7woL 2-Wire Copper Loop - long 
(Nonrecurring without LMUI - 
Disc. Only 

A.14 4-WIRE COPPER LOOP 
A.14.1 4-Wire Copper Loop - short 

Zone 1 
Zone 2 
Zone 3 
Zone 4 

Zone 5 

Zone 6 

(Nonrecurring with LMU) 

(Nonrecurring with LMU) - 
Disc. Only 

A.14.lwL 4-Wire Copper Loop - short 

A.14.lwL 4-Wire Copper Loop - short 

A.13.lwoL 

A.13.7 

2-Wire Copper Loop - short  
(Nonrecurring wi thou t LMU) 
2-Wire Copper Loop - short 
(Nonrecurring without LMU) - 
Disc. Onlv 

~~ 

2-wire Copper Loop - long 

AT&T/WORLDCOM PROPOSED RATES II BELL SOUTH 
PROPOSED RATES 

$58.13 
$71.17 $10.60 

$23.29 
$36.42 

$331 . a 6  $193.27 $20.73 $12 03 

$154.23 $35.23 $5.97 $3.25 

$199.01 $115.63 $19.14 $11.72 

Sloe .29 $15.46 $5.97 $3.25 

1 $12 * 14 

$30.53 $11.46 
$32.24 $15.12 

$20.73 $12.03 

$6.09 $3.32 
I 

$438.271 $299.68 

$161.191 $39.76 

BLUESTAR/COVAI 

PROPOSED RATES 
/RHYTHMS 

FIRST ADD’L 

1 
I 
-t- 

I 

--I-- , 

I I I 

$121.53 

I 
I I I 

I I I 

$27.21 

I I I 

I I I 

- 6 4 5  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
~~ 

AT&T/WORLDCOM PROPOSED RATES STAFF 
PROPOSED RATES 

3LWESTAR/ COVAI 

'ROPOSED RATEE 
/RHYTHMS 

ELEMENT NUMBER & DESCRIPTION RECURRING R E C U R R I N G 1  I:;t 1 NON- 
R E C U R R I N G  R E C U R R I N G  
Including A D D I T I O N A I  

(If 

1 $153 181 $100.0: 

$6.09 $ 3  3;  $ 7 4 . 0 4  $ 1 3  2 <  + ' $15.12 
$9.92 

$14.21 
$18.83 
$28.51 

I I 

Zone 4 
Zone 5 
Zone 6 

I $41.38 
$64,71 

A.14.7wL 4-Wire Copper Loop - long $380.29 $241.7C 
(Nonrecurring with LMU) 

(Nonrecurring with LMU) - 
Disc. Only 

(Nonrecurring without LMU) 

(Nonrecurring without LMU) - 
Disc. Only 

A 14.7wL 4-Wire Copper Loop - long $161.19 $39.7€ 

A 14.7woL 4-Wire Copper Loop - long $247.44 $164. OE 

A.14.7w0L 4-Wire Copper Loop - long $114.30, $19.5@ 

$20.73 $12.03 

$6.09 $ 3 . 3 2  

I 

$19.141 $11.72 

$3.32 

$6 091 

$74 04 $13 24 

=I= $0.43 

I- UNBUNDLED NETWORK TERMINATING 
WIRE (NTW) 

$0.4572 $45.77 1 $0.1747 

I R .  16 HIGH CAPACITY UNBUNDLED LOCAL 

4.16.1 High Capacity Unbundled Local $404.58 $903.37 $528.05 
LOOP 

Loop - DS3 - Facility 
Termination 

Loop - DS3 - Facility 
Termination - Disconnect Only 

4 . 1 6 . 1  High Capacity Unbundled Local $221.46 $154.90 

$245.44 $48.97 $37.60 

$18.041 $9.63 

- 6 4 6  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
~~ 

BELL SOUTH 
PROPOSED RATES 

Including ADD' L 

AT&T/WORLDCOM PROPOSED RATES STAFF 
PROPOSED RATES 

BLUE STAR / COVAI 
PROPOSED /RHYTHMS RATE5 

ELEMENT NUMBER & DESCRIPTION 
RECURRING NON- NON - 

RECURRING RECURRING 
Including ADDITIONAL ! First 1 (If 1 First 

$ 1 1 , 7 7 1  $4.091 I $ 1 0 . 9 2  1 I 
I $618.65 I $561.12 I $265 231 $646.60 $ 4 2 3 . 6 4  $ 3 3 . 6 3  $ 2 9 . 5 2  

i- $ 4 . 9 6  $ 4 . 9 6  

$ 3  .IO 

$1,328.00 $ 3 3 . 6 3  $ 2 9 . 5 2  

$ 1 0 . 9 9 1  I $ 3 . 8 2 1  I I $10.20 1 
$ 2 9 . 5 2  

$ 2 6 5 . 2 3 1  
$ 1 , 6 1 0 . 0 0  I $ 6 8 0  9 3  1 $ 1 , 6 8 5 . 9 7  $ 1 , 1 8 3 . 4 6  $ 4 0 8 . 8 5  $ 1 , 0 1 1  . o o  $ 3 3 . 6 3  

$ 8 3  2 9  $81 5 9  

$33 45 

$ 5 6 1 . 5 9  $ 4 3 6  7 1  $211 7 9  

$ 8 3 . 2 9  $ 8 1 . 5 9  

$ 1 2 . 5 3  

$543.72 $ 3 1 2 . 0 5  

s5a7T 

$19.82 $ 4 2 4 . 7 5  $ 2 3 . 9 2  

$ 1 1 1 . 5 6  $ 1 0 8 . 3 4  

$ 4 2 6 . 6 0  $556.37 $ 3 4 3 . 0 1  

I $18.041 $ 9 . 6 3  $ 1 6 0 . 8 8  $ 1 1 1 . 9 7  

- 647 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

$0.00 

ELEMENT NUMBER & DESCRIPTION 

$0. oa 

A . 1 6 . 1 6  High Capacity Unbundled Local 
Loo - STS-1 - Per Mile 

LOOP CONDITIONING 
A . 1 7 . 1  Unbundled Loop Modification - 

Load Coil / Equipment Removal 
- short’’ 

$3.00 $0.00  

APPENDIX A - RATE COMPARISON 

$ 0 . 0 0  

BELL SOUTH 
PROPOSED RATES 

Including 

$ 0 . 0 0  

$11.77 

A . 1 7 . 4  

A.17.5 

A . 1 7 . 6  

A .  18 
A . 1 8 . 1  

$710 -71 $23. 77 

Bridged Tap Removal” 
Unbundled Loop Modification - 
Add i t i ~ e ’ ~  
Unbundled Sub-Loop Mod. - 
2W/4W Copper Distribution 
Load Coil/Equip. Removal 
First/Add’l 
Unbundled Sub-Loop 
Modification - 2W/4W Copper 
Distr ib .  Brid ed Tap 
Removal FirstqAdd I 1 

MULTIPLEXERS 
Channelization - Channel 
System DS1 to DSO 

I $ 3 5 7 7  

$146.77 

$8.15 

$101.42 $71.62 

$562.71 $10.19 3 
$153.60 $182.14 $125. i a  

AT&T/WORLDCOM PROPOSED RATES 

RECURRING 

First 
I 

$ 4 . 0 9  

$0  .oo  $0 * 00 ---I+-- $0.00 $0.00 

ILUESTAR/ COVAC 
/RHYTHMS 

’ROPOSED RATES 

$ 0 . 0 0  $ 0 . 0 0  --I-- $0.00 $0.00 

$0.00 $0.00 

-I 
1 

STAFF 
PROPOSED RATES 

RECURRING! RECURRING NON- I( RECURRING Fz 
Including ADDITIONAL 

First 

$10.92 ’ ’ 
t i 

$18.57 

$21.04 

8 

$16.04 

311f the  Commission allows conditioning charges, Blue Star e t  a l .  propose $8.32 per loop for load coil removal. 

If the Commission allows conditioning charges, Blue Star et a l .  propose $0.89 per loop for bridged tap removal 32 

- 6 4 8  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

RECURRING 
ELEMENT NUMBER & DESCRIPTION m NON- NON - 

RECURRING RECURRING 
Including ADDITIONAL 

First (If 

$ 1 2 . 8 2  $12.13 A . 1 8 . 1  

A.18.2 

A.18.3 

t-- A . 1 8 . 5  

Channelization - Channel 
System DS1 to DSO - 
Disconnect Only 
Interface Unit - Interface 
DS1 to DSO - OCU-DP Card 
Interface Unit - Interface 
D S 1  to DSO - BRITE Card 

I A . 1 8 . 5  

$3.66 $ 3 0 . 0 7  

Card 
Channelization - Channel 
System DS3 to DS1 
Channelization - Channel 

$ 7 . 0 8  

A. 19 LOOP TESTINQ BEYOND VOICE 

A . 1 9 . 1  Loop T e s t i n  Beyond VG - 

A.19.2 Loop Testing Beyond VG - 

A . 1 9 . 3  Loop Testing Beyond VG - 

QRADE 

Basic per 172 hour 

Overtime per 1/2 hour 

Premium per 1/2 hour 

$2.76 $2.59 $2.67 $2 * 59 

8 . 0  

B.l 
B.1.1 

B.l.1 

UNBUNDLED LOCAL EXCHANQE 
PORTS AND FEATURES 
EXCHANGE PORTS 
Exchange Ports - 2-Wire 
Analog Line Port (Res., 
BUS., Centrex, coin) 
Exchange Ports - 2-Wire 
Analog L i n e  P o r t  (Res. , 
B u s . ,  Centrex, Coin) - 
Disconnect Only 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
11 ATLT/WORLDCOM PROPOSED RATES LUESTAR/COVAC IF /RHYTHMS 

Including 

ROPOSED RATES 

F i r s t  

$ 3 - 8 3 1  $13.161 :;:::/I $2.271 $13.191 $9.4511 1 $1.45 $13.16 $0.4970 $13.19 $9.45 

$14.40 $13.16 $5.78 $11.41 $7.67 

$ 5 2 2 . 4 7  $58.83 $0.00 $0.00 

$160.22 $77.19 $0.00 $0.00 

$197.97 $95.56 $0.00 $0.00 

$2.10) $10.071 $7 081 

f 
$ 7 . 0 8  $1.38 $10.07 

$211.19 $199.28 $118.64 

$46.64 $45 18 

$13.76 $10.07 $ 7 . 0 8  

1 I 

$198.71 $95.92 
I 

I I 

$1.401 $3.741 $3 631 

- 6 4 9  - 



DOCKET NO. 990649-TP  
DATE: A P R I L  6 ,  2 0 0 1  

APPENDIX A - RATE COMPARISON 

ELEMENT NUMBER & DESCRIPTION 

AT&T/WORLDCOM PROPOSED RATES BELLSOUTH 
PROPOSED RATES 

RECURRING NON- NON- 
RECURRINQ RECURRING 
Including ADD ' L 
First 

$8.74 $4.76 $4 154 

$2.82 $2.64 

ILUESTAR/ covx 
/RHYTHMS 

'ROPOSED RATES 

STAFF 
PROPOSED RATES 

First First 

$8.201 $3.741 $3.63 

$2,12 I s 2 * 2 1 /  
$2.73 

$9.38 

$113.28 $7.12 

$0.73 $78.41 $15.82 

$4.49 $5.03 8 . 1 . 3  Exchange Ports - 2-Wire 
DID Port - Disconnect Only 

I $19.621 $4.55 

$63.31 $413.93 $191.44 
$137.29 $ 4  -65 

$22.96 $24.15 $10.11 
$ l a .  87 $4.42 

$54.94 $151.11 $77.75 
$57.59 $3.66 

$3.42 $22.67 $22.67 

$13.14 $13.14 + $8.83 $46.83 $50.68 

$31.96 $13.79 

$95.391 $417.511 $203.18 $34.851 $23.631 $12.25 -t $82.74 $174.61 $95.17 

$58.76 $21.51 

$1.40 $ 3 9 . 0 6  $18.18 

$14.58 $0.8480 

8.1.6 Exchange Ports - 4-Wire 
ISDN DS1 Port 

B.1.6 Exchange P o r t s  - 4-Wire 
IISDN DS1 P o r t  - Disconnect 

B.1.7 Exchange Ports - 2-Wire 
Analoq Line P o r t  (PBX) 

$26.37 $1.69 $0.0704 $0.0847 B.1.7 Exchange Ports - 2-Wire 
Analog Line P o r t  (PBX) - 
Disconnect Only 

B.4 FEATURES 
B.4.10 C e n t r e x  Functionality 
8.4.13 Features per port 

c.0 UNBUNDLED SWITCHINQ AND 

c. 1 END OFFICE SWITCHING 
LOCAL INTERCONNECTION 

C.l.l End Office Switching 
Function, Per MOU 

$0.8903 
$3.40 $0,861 

1 
$2.26 

I i 0.0008846 $0.0007662 0.0003828 

- 6 5 0  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
STAFF 

PROPOSED RATES 
ROPOSED RATES 

F i r s t  

ELEMENT "MBER & DESCRIPTION RECURRING 1 NON- 
RECURRING RECURRING 
Including 

Firat 
ADD'L 

RECURRING1 ::);t 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 

L ;O. 0000696 I I $0.0001640 C . 1 . 2  End Office Trunk Port  - 
Shared, Per MOU 

c.2 TANDEM SWITCHING 
C.2.1 Tandem Switching Function 

P e r  MOU 
C.2.2 Tandem Trunk Port  - Shared, 

Per MOU 

;0.0001893 

;O. 0001522 
I 

; O s  0001040 t+- $0.0001319 

1 I ;O. 0002713 I I II I ;o. 0 0 0 0 9 9 8  

UNBUNDLED TRANSPORT AND 
I I ,I I 

~~ 

;O. 0000027 SO. 0000039 

SO. 0004579 n $0.0091 

D. 2 INTEROFFICE TRANSPORT - 
DEDICATED - VOICE URADE 

D. 2.1 Interoffice Txansport - 
Dedicated - 2-Wire Voice 
Grade - Per M i l e  

Dedicated - 2- Wire Voice 
Grade - Facility 
Termination 

Dedicated - 2- Wire Voice 
Grade - Facility 
Termination - Dlsconnect 
Only 

D.2.2 Interoffice Transport - 

D.2.2 Interoffice Transport - 

$0.0098 

$ 2 6 . 5 2  $81.09 $54.83 

I $31.011 $12.78 

=a= $0.0091 
I INTEROFFICE TRANSPORT - 

DEDICATED - DSO - 5 6 / 6 4  

Dedicated - DSO - Per Mile 

I I 

$0.0098 
I I 

- 6 5 1  - 



DOCKET NO. 990649-TP  
DATE: APRIL 6 ,  2001 

RECURRING 

$8.71 

APPENDIX A - RATE COMPARISON 

NON - NON - 
RECURRING RECURRINQ 
Including ADDITIONAL 

First (If 

$18.00 $13.45 

$12.97 $8.65 

D.3.2 

D.3.2 

D . 4  

Interoffice Transport - 
Dedicated - DSO - Facility 
Termination 
Interoffice Transport - 
Dedicated - DSO - Facility 
Termination - Disconnect 
Only 

INTEROFFICE TRANSPORT - 
DEDICATED - DS1 

ID. 4 .2 I Interoffice Transnort - 

D.4.1 

Dedicated - DS1 - = F a c i l i t y  
Termination 

- 

Interoffice Transport - 
Dedicated - DS1 - Per Mile 

D.5 LOCAL CHANNEL - DEDICATED 
D . S . 1  Local Channel - Dedicated - 

2-Wire Voice Grade 
Zone 1 
Zone 2 
Zone 3 

2-Wire Voice Grade - 
Disconnect Only 

D.5.2 Local Channel - Dedicated - 
4-Wire Voice Grade 
Zone 1 
Zone 2 
Zone 3 

D.5.2 Local Channel - Dedicated - 
4-Wire Voice Grade - 
Disconnect Only , 

D.5.1 Local Channel - Dedicated - 

$0.0695 

$56.34 

BELLS OUTH 
PROPOSED RATES 

RECURRENQ 

Including 
Piret 

$19.31 

$19.08 $15.22 

$12.97 $8.65 

1 

$31.01 $12.7€ -U-- 

$32.56 

L $0.2000 

$30.81 $17.49 

1 $30.301 $26.76 

$30.50 

AT&T/WORLDCOM PROPOSED RATES 

$32.58 $27.83 $14.50 

$10.41 $5.94 --i- 
$11.28 $6.81 

3ESTAR/COVAI 
'ROPOSED /RHYTHMS RATE: 

I 

I 

STAFF 
PROPOSED RATES 

First 

---Hi $0.1856 

I $88.44 1 $105.54 1 $110.73 

I I I 
$24.241 $265.841 $46.97 
$33.11 I $265.84 I $46.97 

I I 

I 

$25.201 $280.661 $ 4 7 . 6 7 1  
$34.42) $280.661 $47.67 
$74.78 I $280.66 1 $47.67 1 $44.221 $5.331 

- 6 5 2  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2 0 0 1  

BE LLSOUTH 
PROPOSED RATES 

RECURRING NON - NON - 
RECURRING RECURRING 
Including ADD ' L 

F i r E t  

$9.16 

ELEMENT NUMBER & DESCRIPTION 

AT&T/WORLDCOM PROPOSED RATES 

RECURRING NON- NON- 
RECURRING RECURRING 
Including ADDITIONAL 

First (If 

$3.18 

$556.27 $903.37 $528.05 $315.40 $45.74 $37,6C 

$221.46 $154.90 $14.30 $9.63 

D.5.7 

APPENDIX A - RATE COMPARISON 

Local Channel - Dedicated - 
DS3 - Per Mile 

D.5.8 

$7.691 

- 
Local Channel - Dedicated - 
DS3 - Facility Termination 

$933.431 $966.451 $408.8511 $560.551 $33.631 $29.52 

D.5.8 

D.5.10 

D.5.11 

D.5.11 

D.5.13 

D.5.14 

D.5.14 

D.5.16 

D.5.17 

D.5.17 

D.5.19 

D.5.19 

D.5.21 

Local Channel - Dedicated - 
DS3 - Facility Termination 
- Disconnect Only 
Local Channel - Dedicated - 
OC3 - Per Mile 
Local Channel - Dedicated - 
OC3 - Facility Termination 
Local Channel - Dedicated - 
OC3 - Facility Termination 
- Disconnect Only 
Local Channel - Dedicated - 
OC12 - Per Mile 
Local Channel - Dedicated - 
OC12 - Facility Termination 
Local Channel - Dedicated - 
OC12 - Facility Termination - Disconnect Only 
Local Channel - Dedicated - 
OC48 - Per Mile 
Local Channel - Dedicated - 
OC48 - Facility Termination 
Local Channel - Dedicated - 
OC48 - Facility Termination 
- Disconnect Only 
Local Channel - Dedicated - 
OC48 - Interface OC12 on 
OC4 8 
Local Channel - Dedicated - 
OC48 - Interface 0'212 on 
OC48 - Disconnect Only 
Local. Channel - Dedicated - 
STS-1 - Facility 
Termination 

$10.991 I I 

$111.56 $108.34 $4.96 $4.96 

$2,733.10 

I I II I I 

$36.041 $12.53 

$1,183.46 $408.85 $1,554 .OO $33.63 $29.52 

$111.56 $108.34 $4.96 $4.96 I( 
$1,929.99 

3 LUES TAR/ covzu 
/RHYTHMS 

'ROPOSED RATEE 

$29.52 $1,183,463 $408.85 $1,018.00 $33.63 

NON- 
REC . 

FIRST 

$111.56 

NON - 
REC . 
ADD'L 

$108.34 $4.96 $4.41 

PROPOSED RATES 

$581.95 

$ 5 6 5 . 4 8  

First 

$543.72 $312.05 $428.93 $0.00 $0.00 

$111.56 $108.34 $0.00 $0.00 

$903.37 $528.05 $329.55 $45.74 $37.60 

Di 

$ 8 . 5 0  

$7.14 

$83.29 $ 8 1 . 5 9  

$10.20 

$33 * 45 

$ 8 3 . 2 9  $81.59 

$555.69 $436.71 $211.79 

$83.29 $81.59 

$540.69 $556.37 $343.01 

- 6 5 3  - 



D.5.21 

D.5.23 

D. 5.24 

D.5.24 

D.6 

D.6.1 

D.6.2 

D.6.2 

.~ 

Local Channel - Dedicated - 
STS-1 - Facility 
Termination - Disconnect 
Only 
Local Channel - Dedicated - 
STS-1 -Per Mile 
Local Channel - Dedicated - 
DS 1 
Zone 1 
Zone 2 
Zone 3 
Local Channel - Dedicated - 
DS1 - Disconnect Only 

INTEROFFICE TRANSPORT - 
DEDICATED - DS3 
Interoffice Transport - 
Dedicated - DS3 - P e r  Mile 
Interoffice Transport - 
Dedicated - DS3 - Facility 
Termination 
Interoffice Transport - 
Dedicated - DS3 - Facility 
Termination - Disconnect 
Only 

D . 7  

0.7.1 

0.7.2 

3.7.2 

INTEROFFICE TRANSPORT - 
DEDICATED - OC3 
Interoffice Transport - 
Dedicated - OC3 - Per Mile 
Interoffice Transport - 
Dedicated - OC3 - Facility 
Termination 
Interoffice Transport - 
Dedicated - OC3 - Facility 
Termination - Disconnect 
Only 

DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES- BELLSOUTH 

PROPOSED RATES 

Including ADD' L 
F i r s t  

!LUESTAR/COVAI 
/RHYTHMS 

'ROPOSED RATE! 

STAFF 
PROPOSED RATES 

First 

ELEMENT NUMBER & DESCRIPTION 
RECURR INU NON - NON - 

$221.46 $154.9C I I $14.30 $9.63 

$9.16 =J=l= I $34.811 $41.261 $21.59 

I I $38.98 $216.65 $183.54 
$53.24 I $216.65 1 $183.54 

$115.68) $216.651 $183.54 1 $13.311 $13.31 $28.10 $19.60 

$3.87 

$1,071.00 $335.46 $219.28 
i- $1.45 $4.17 

$1,121.93 $617.37 $18.35 $13.85 

$13.61 $9.29 

- 
$2.86 

$1,759.00 $18.35 $13.85 

$83.29 $81.59 1 $111.561 $108.34 

I 

$7.65 $8.24 

$869.65 $312.05 I $3 I 020.08 

$111.56 $108.34 8 $13.611 $ 9 . 2 9  

r I 
I I 

- 6 5 4  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES I STAFF 

PROPOSED RATES 
BELLSOUTH 

PROPOSED RATES 

Including ADD' L 
F i r s t  

LUESTAR / covw 

ROPOSED RATE; 
ELEMENT NCTMBER & DESCRIPTION 

RECURRING NON - NON - 
RECURRING RECURRING 
Including ADDITIONAL 1 First 1 (If 

RECURRING NON- NON- 
RECURRING RECURRING 
Including ADDITIONAL 

First (If 

$24.55 

~~ _______ 

INTEROFFICE TRANSPORT - 
DEDICATED - OC12 
Interoffice Transport - 
Dedicated - OC12 - Per Mile 
Interoffice Transport - 
Dedicated - OC12 - Facility 
Termination 

D. 8 

D.8.1 $26.45 

D.8.2 

513-8511 I $6,705.00 $18.35 $11,076.00 1 $627.49 1 $211.791 

D.8.2 Interoffice Transport - 
Dedicated - OC12 - Facility 
Termination - Disconnect 

$111.56 $108.34 

D. 9 

D . 9 . 1  

D . 9 . 2  

INTEROFFICE TRANSPORT - 
DEDICATED - OC48 
Interoffice Transport - 
Dedicated - OC48 - Per Mile 
Interoffice Transport - 
Dedicated - OC48 - Facility 
Termination 
Interoffice Transport - 
Dedicated - OC48 - Facility 
Termination - Disconnect 
Only 
Interoffice Transport - 
Dedicated - OC48 - 
Interface OC12 on 0'248 
Interoffice Transport - 
Dedicated - OC48 - 
Interface OC12 on OC48 - 
Disconnect Only 

I I 

$34.071 $ 3 1 . 6 2  

$11,898.00 $627.49 $211.79 

$83.29 $81.59 

$1,145.00 $338.68 $211.79 

525.391 
$7,412.00 

3 . 9 . 2  

$543.72 $312.05 -+ $1,199.42 $867.17 $0.00 $0.00 

$0.00 $0.00 

$1.45 

$591.23 $18.35 $13.85 

---.- 

1.9.4 

2.9.4 

3 -  10 INTEROFFICE TRANSPORT - 
Interoffice Transport - 
Dedicated - STS-1 - Per 
Mile 
Interoffice Transport - 
Dedicated - STS-1 - 
Facility Termination 

DEDICATED - STS-1 
3.10.1 

$4 - 1 7 1  

3 . 1 0 . 2  $1,105.98 

- 6 5 5  - 



RECURRING 
~~~ 

NON- NON- 
RECURRING RECURRING 
Including ADDITIONAL 
First (If 

$13.61 $9.25 

RECURRING NON- 
RECURRING 
Including 

F i r a t  

$23.64 $81.09 $54.83 $11.92 $81.29 $54.97 

$12.81 $31.09 

$22.58 $47.35 

$31.01 $12.78 $21.18 $ 8 . 1 3  

$5.16 

$11.88 

$0.88 

$1.61 

DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
~ ~ _ _ _  

BELLSOUTH 
PROPOSED RATES 

Including 
Firet 

AT&T/WORLDCOM PROPOSED RATES 
_______ ~~ 

~LUESTAR/ COW 
/RHYTHMS 

STAFF 
PROPOSED RATES 

)ROPOSED RATES ELEMENT NUMBER L DESCRIPTION 
NON - 

RECURRING 
ADDITIONAI 

(If 
Differant) 

$81.55 
~ 

D.10.2 
~~ ~~ 

$111.56 $108.34 I I I $83.29 Interoffice Transport - 
Dedicated - STS-1 - 
Facility Termination - 
Disconnect Only 

INTEROFFICE TRANSPORT - 
DEDICATED - 4-WIRE VOICE 
GRADE 
Interoffice Transport - 
Dedicated - 4-Wire Voice 
Grade - Per Mile 
Interoffice Transport - 
Dedicated - 4-Wire Voice 
Grade - Facility 
Term ina t ion 
Interoffice Transport - 
Dedicated - 4-Wire Voice 
Grade - Facility 
Termination - Disconnect 
Only 

I I 
I 

---t--- I I D. 12 

D.12.1 

D.12.2 

D.12.2 

$0.0098 $0.0034 

$31 7 8  

E. 0 
~~ ~~~ 

SIGNALING NETWORK, DATA 
BASES, & SERVICE MANAGEMENT 
SYSTEMS 
800  ACCESS TEN DIGIT 
SCREENING 
800 Access Ten Digit 
Screeninq, Per Call 
B O O  Access Ten Digit 
Screening, Reservation 
Zharge Per 800 Number 
Zeserved 
300 Access Ten Digit 
Screening, Per 800 No. 
3stablished W/O POTS 
f r an s 1 at ions 
300 Access Ten Digit 
Screening, Per 800  No. 
Zstablished W/O POTS 
rranslations - Disc. Only 

, E. 1 

E.l.l I j0.0006531 I $0.0006252 i o .  0005928 

$0.52 $0.10 E.1.2 

E . 1 . 3  $1.18 $8.78 

E.1.3 $ 0 . 8 6  $7.08 $0.92 $0.11 

- 6 5 6  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

E . 1 . 4  

E . 1 . 4  

E . 1 . 5  

E.1.6 

E . 1 . 7  

E . 1 . 8  

E . 1 . 9  

3.1.10 

800 Access Ten Digit 
Screening, Per 800 No. 
Established With POTS 
Translations 
800 Access Ten Digit 
Screening, Per 8 0 0  No. 
Established With POTS 
Translations - Disc. Only 
800 Access Ten Digit 
Screening, Customized Area 
of Service P e r  800 Number 
800 Access Ten D i g i t  
Screening, Multiple 
InterLATA CXR Routing Per 
CXR Requested Per 800 No. 
800 Access Ten Digit 
Screening, Change Charge 
Per Request 
800 Access Ten Digit 
Screening, Call Handling 
and Destination Features 
800 Access Ten Digit 
Screening, w/ 8FL No. 
Delivery 
800 Access Ten Digit 
Screening, w/ POTS No. 
Delivery 

E . 2  

3.2.1 

LINE INFORMATION DATA BASE 
ACCESS (LIDB) 
LIDB Common Transport Per 

0.0137460 f 
$68.66 

APPENDIX A - RATE COMPARISON 

ELEMENT NUMBER h DESCRIPTION 

BELLSOUTH 
PROPOSED RATES 

AT&T/WORLDCOM PROPOSED RATES 
~~ 

STAFF 
PROPOSED RATES 

ILUES TAR/COVAI 
/RHYTHMS 

'ROPOSED RATE! 
RECURRING1 NON- 

RECURRING RECURRING 
Including ADDITIONAL 
First 

NON - 
Including 

RECURRING NON- NON - 

$11.88 -1 $0.1 
5 1 . 1 9 1  

$1.61 

I 

$9.14 $1.08 $0.92 $0.1: 

$0.52 $O.Zl 

$0.61 $0.31 

$0.61 $ 0 .  O! 

1 $4.15) $ 2 . 0 7  $5.16 $2.58 

$ 6 . 0 4  $ 3 . 4 6  

$ 6 . 0 4  $0.88 

$ 4 . 8 5  $ 2 . 7 8  

I $5.161 I 5 4 - 1 5 )  

$0.52 

0.0006531 -H-- I 0 . 0 0 0 5 9 2 8 1  

0.0005928 0.0006531 

I 
I 0.0000234 I I 1 O.OOOOl67 I I $0.0000203 

0.0135438 I I $0.0136959 
$55 I 13 $6.88 

$ 8 . 4 4  $84.19 

- 6 5 7  - 



RECURRING 
~~ 

NON - NON- 
RECURRING RECURRING 
Including ADDITIONAL 

F i r e t  (If 

RECURRING NON- 
RECURRING 
Including 

First 

NON - 
RECURRING 
ADDITIONAI 

(If 

E . 3 . 1  CCS7 Signaling Connection, 
Per 56Kbps Facility 

E . 3 . 1  

E . 3 . 2  

E.3.3 

E . 3 . 4  

CCS7 Signaling Connection, 
P e r  56Kbps Facility - 
Disconnect Only 
CCS7 Signaling Termination, 
Per STP Fort 
CCS7 Signaling Usage, Per 
Call Setup Message 
CCS7 Signaling Usage, Per 
TCAP Messaae 

E . 3 . 7  

E.3.8 

E . 3 . 9  

E . 3 . 1 0  

E.3.11 

E . 3 . 1 1  

CCS7 signalin? Connection, 
P e r  link (A link) 
CCS7 Signaling Connection, 
Per link (B link) (also 
known as D link) 
CCS7 Signaling Usage, Per 
ISUP Messaqe 
CCS7 Signaling Usage 
Surroqate,  per link 
CCS7 Signaling Point Code, 
Establishment or  Change, 
per STP affected 
CCS7 Signaling Point Code, 
Establishment or Change, 
per S T P  affected - 
Disconnect Only 

DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES 3LUESTAR/COVAf 

/RHYTHMS 
lROPOSED RATES 

BELLS OUTH 
PROPOSED RATES 

Including ADD' L 
First 

ELEMENT NUMBER & DESCRIPTION 

E.3 ICCS7 SIGNALING TRANSPORT 
$ 1 8 . 7 8 )  $71 .081  $8.281 $17.87) 

$ 3 2 . 8 8  $ 1 4 . 3 1  

I I 

$ 1 5 4 . 5 1  
I I 

$ 1 1 5 . 6 6  $ 1 3 5 . 0 5  

$ 0 . 0 0 0 0 1 5 2  j0.00001661 I ;O. 0000134 

;O. 0000537 $ 0 . 0 0 0 0 6 0 7  

$ 1 7 . 9 3  

; O s  0000666 

$18.78 
$ 8 . 2 8 l  I I $17.93 I I $8.28 

I I I ; O s  0000166 $ 0 . 0 0 0 0 1 5 2  ;O. 0000134 

$ 6 1 4 . 0 1  $761.791 I 
I $58.041 

E.4 BELLSOUTH CALLINQ NAME 
(CNAM) DATABASE (DB) 
SERVICE 
CNAM for DB Owners - 
Service Establishment, 
Manual 
CNAM for DB Owners - 
Service Establishment, 
Manual - Disconnect Only 

1 I 

$ 4 5 . 9 2  I $ 4 6 . 0 3 1  
E . 4 . 1  

$ 4 2 . 3 3  I $ 2 3 . 3 1  E . 4  .l 

- 6 5 8  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6, 2001 

E . 4 . 2  

E.4.2 

CNAM for Non DB Owners - 
Service Establishment, 
Manual 
CNAM for Non DB Owners - 

$ 2 8 5 . 5 4  

$605.49 

$ 2 9 8 . 2 2  

$ 1 4 2  -77 

$414.01 

$ 1 4 2 . 7 7  

3.4 , 5  

3 . 5  

3.5.1 

Disc. Only 
CNAM for DB and Non DE $0.0010353 
Owners, Per Query 

BELLSOUTH ACCESS TO E911 
SERVICE 
BellSouth E911 Access - 
Local Channel - Dedicated - 
2 - w i r e  Voice Grade (Same as 

Zone 1 
Zone 2 
Zone 3 
BellSouth E911 Access - 
Local Channel - Dedicated - 
2-wire Voice Grade (Same as 
D.5.1) - Disc. Only 

$ 2 9 . 3 3  $386.34  $ 6 6 . 3 6  
$ 3 5 . 0 2  $ 3 8 6 . 3 4  $ 6 6 . 3 6  

$386 .34  $ 6 6 . 3 6  
$ 6 7 . 9 1  $ 5 . 9 2  

APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES 

~~ ~~~~~ 

BELLSOUTH 
PROPOSED RATES STAFF 

PROPOSED RATES 
#LUES TAR/ COVAI 

/RHYTHMS 
PROPOSED RATES ELEMENT NUMBER & DESCRIPTION 

Including ADD' L 

NON - 
RECURRING 
ADD IT IONAI 

( I f  

RECURRING 
Including 

First 

$25.35 

$ 4 2 . 3 3  I + Service Establishment, 
Manual - Disconnect On1 
CNAM for DB Owners Service 
Provisioning with Point , 'CNAM C o d e  Establxshment for DB Owners 

Service 
Provisioning with Point 
Code Establishment - 
Disconnect Only 
CNAM for Non DE Owners 
Service Provisioning with 
Point Code Establishment 
CNAM f o r  Non DB O w n e r s  
Service Provisioning with 
Point Code Establishment - 

$ 8 1 2 . 5 0  $429.54 7 $ 1 , 9 8 2 . 4 1  $1,177.C 
C 

$ 1 , 4 6 6 . 1 6  

$395.61 

$490.44 

$ 3 9 5 . 6 1  

E . 4 . 3  

E . 4 . 3  $317.67  $ 4 3 2 . 0 4  

$546.51 

$ 4 3 9 . 0 2  

$538.03  

$393.82 5 . 4 . 4  i- $ 6 8 4 . 8 9  

$317.65 E . 4 . 4  

I $ 0 . 0 0 1 0 2 4 0  ==I= 1 z ID. 5.1) 1 E L  
$46.97 
$46.97 
$46.97 

$4 -63 1 $ 4 3 . 5 2  L 
- 6 5 9  - 



DOCKET NO. 990649-TP  
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E.5.2 

E . 5 . 3  

APPENDIX A - RATE COMPARISON 

BellSouth E911 Access - 
Interoffice Transport - 
Dedicated - 2-wire Voice 
Grade P e r  Mile (Same as 
D . 2 . 1 )  
BellSouth E911 Access - 
Interoffice Transport - 
Dedicated 2-wire Voice 
Grade Per Fac. Term (aka 
D.2.2) 

ELEMENT NUMBER & DESCRIPTION 

E.5.3 

E . 5 . 4  

E.5.4 

E.5.5 

E.5.6 

BellSouth E911 Access - 
Interoffice Transport - 
Dedicated 2-wire Voice 
Grade Per Fac. Term- Disc. 
Only 
BellSouth E911 Access - 
Local Channel - Dedicated - 
DS1 (Same as D. 5.24) 
Zone 1 
Zone 2 
Zone 3 
BellSouth E911 Access - 
Local Channel - Dedicated - 
DS1 (Same as D.5.24) - 
Disconnect Only 
BellSouth E911 Access - 
Interoffice Transport  - 
Dedicated - DSl Per Mile 
(Same as D.4.1) 
BellSouth E911 Access - 
Interoffice Transport - 
Dedicated - DS1 Per 
F a c i l i t y  Termination (Same 
as D . 4 . 2 )  
BellSouth E911 Access - 
Interoffice Transport - 
Dedicated - DS1 Per 
Facility Termination - 
Disc. Only 

BELLS OUT H 
PROPOSED RATES 

RECURRING 1 :#; NON- 
RECURRING RECURRING 
Including ADD'L 

$0.0098 

$26.52 $81 * 09 $54.83 

$31.01 $12.78 

$0.2000 1_ 
$92.62 $178.59 $163.66 

I $30.30 $26.76 

AT&T/WORLDCOM PROPOSED RATES 

~ ~ _ _ _ _ _ _ _ _ ~  

RECURRING 

I 

ILUE s TAR / COVAI 
/RHYTHMS 

'ROPOSED RATES 

4 I 

STAFF 
PROPOSED RATES 

RECURRING 

$0.0091 

$25.32 

$38.98 
$53.24 
$115.68 

$0.1856 

$ 8 8 . 4 4  

First 

$216.65 $183.54 -1 

- 6 6 0  - 
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APPENDIX A - RATE COMPARISON I 

ELEMENT NUMBER & DESCRIPTION 

P o i n t  Code 
blishment - Disconnect 

Office - Disconnec 

STAFF 
PROPOSED RATES 

RECURRING NON- NON - 
RECURRINQ RECURRING 
Including ADDITIONAI 

First (If 

$ 0 . 0 0 0 8 5 2 0  
$13.82 

$12.71 

$953.46 $487. OS 

$432.04 $317.6: 

I $193,444 1 
. o o  

$9,486.0 
0 I $187.361 

$0.85 

I I 

$0.00318681 

- 661 - 



RECURRING 

$1.74 

NON- NON - 
RECURRING RECURRING 
Including ADDITIONAL 

P i r e t  (If 

$0.5175 

1.0 INTERIM SERVICE PROVIDER 
NUMBER PORTABXLITY 

1.1 

1.1.1 

1.1.1 

1 . 1 . 2  

INTERIM SERVICE PROVIDER 
" M B E R  PORTABILITY - RCF 
Service Provider Number 
Portability - RCF, Per 
Number Ported 
Service Provider Number 
Portability - RCF,  Per 
Number Ported - Disconnect 
Only 
Service Provider Number 
Portability - RCF, Per 
Additional Path 

1.2.1 

1.2.1 

I . 2 . 2  

1.2.2 

1 . 2 . 4  

1 . 2 . 4  

Service Provider Number 
Portability - DID, Per 
Number Ported, Residence 
Service Provider Number 
Portability - DID, Per 
Number Ported, Residence - 
Disconnect Only 
Service Provider Number 
Portability - DID, Per 
Number Ported, Business 
Service Provider Number 
Portability - DID, Per 
Number Ported, Business - 
Disconnect Only 
Service Provider Number 
Portability - DID, Per 
Trunk Termination, Initial 
Service Provider Number 
Portability - DID, Per 
Trunk Termination, Initial 
- Disconnect Only 

$ 6 3 . 3 1  

$0.8621 

$0.9349 

$390.60 $ 4 5 . 8 7  $391.56 

DOCKET NO. 990649-TP 
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APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES STAFF 

PROPOSED RATES 
BELLSOUTH 

PROPOSED RATES 
I LUE S TAR/ COVAI 

/RHYTHMS 
'ROPOSED RATES ELEMENT NUMBER & DESCRIPTION NON - 

Including 

RECURRING 
RECURRING RECURRING 
Including ADDITIONAI 

F i r s t  

I ~ -1 

I I $ 2 . 0 5  $2.37 $0.5163 $0.4145 

$0.0560 

--i- $0.7179 $ 0 . 6 0 8 2  

1.2 I SERVICE PROVIDER NUMBER 
PORTABILITY - DID I $0. a643  $0.6923 $0.8621 

I $ 0 . 9 3 4 9 1  

$0.7508 

$0.6923 7 
$0.7508 ---r i $ 0 . 9 3 7 2 1  

$ 5 4  * 95 

- 662  - 



DOCKET NO. 990649-TP 
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ELEMENT NUMBER & DESCRIPTION 

1.2.5 

1.2.5 

1 . 4  

1.4.1 

1.4.1 

1.4.2 

1 . 4 . 3  

c . 4 . 3  

r.0 
r . 1  
1.1.2 

Service Provider Number 
Portability - DID, Per 
Trunk Termination, 
Subsequent 
Service Provider Number 
Portability - DID, Per 
Trunk Termination, 
Subsequent - Disconnect 
Only 

SERVICE PROVIDER NUMBER 
PORTABILITY RIPH 
Service Provider Number 
Portability - RIPH, 
Functionality, Per Central 
off ice 
Service Provider Number 
Portability - RIPH, 
Functionality, Per Central 
office - Disconnect Only 
Service Provider Number 
Portability - R I P H ,  
Functionality, Per 
Rearrangement 
Service Provider Number 
Portability - RI-PH, Per 
Number Ported 
Service Provider Number 
Portability - RI-PW, Per 
Number Ported - Disconnect 
3nly 

3THER 
)ARK FIBER 
3ark Fiber, P e r  Four Fiber 
Strands, Per Route Mile or  
Fraction Thereof - Local 
,hannel/Loop 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

RECURRINQ NON - 1 I NON- 
RECURRING RECURRING 
Including ADD' L 

$63.31 $141.73 

I $164.15) 
I 

I $ 4 , 9 9 1  

$0.0425 * 
$58.35 $1,278.62 275.82 i 

AT&T/WORLDCOM PROPOSED RATES 

First 

I $39-731 

I 50.3931/ 

$1- 5 5  

$0.0426 1 
$17.411 $96.521 $23.001 

~ -- ~~ 

3LUESTAR/ COVAD STAFF 
/RHYTKMS PROPOSED RATES 

I I 

$1.83 1 $0.2165 I 

- 6 6 3  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 

ELEMENT NUMBER & DESCRIPTION 4 BELLSOUTH 
PROPOSED RATES 

AT&T/WORLDCOM PROPOSED RATES STAFF 
PROPOSED RATES 

I LUES TAR/ COVM 
/RHYTHMS 

'ROPOSED RATES 
RECURRINC NON- 

RECURRING 
Including 

F i r s t  

RECURRING NON- NON - 
RECURRING RECURRING 
Including ADDITIONAL 

F i r s t  ( I f  

$ 8 4 . 5 8  $12.75 

$9.68 $89.43 $23. OC 

$76.39 $12.75 

NON - 
RECURRING 

ADD I T  IONAl 
(If 

$230.1: 5.1.2 $ 5 8 7 . 6 4  $366.34 I I $370.57 Dark Fiber, Per 4 Fiber 
Strands, Per Route Mile or 
Fraction Thereof - Local 
Chan/Loop - Disc. Only 
Dark Fiber, Fer Four Fiber 
Strands, Per Route Mile or 
Fraction Thereof - 
Interoffice 
Dark F iber ,  P e r  Four Fiber 
Strands, Per Route Mile or 
Fraction Thereof - 
Interoffice - Disc. Only 

$193.81 5.1.3 $26.85 $763.76 

$370.57 $230.1: 5.1.3 

$ 0 . 0 0  $ 0 . 0 0  -k $20.00 $20.00 
$0.6784 $0.6592 

$0.00 $52.17 

$57.97 
Facilitv Reservation Number 

I 
$ 0 . 0 0  k $ 2 0 . 0 0  $ 2 0 . 0 0  I 3 . 3 . 4  Manual Loop Make-up w/ 

Facility Reservation Number 

J. 5 ACCESS TO THE DCS 
5.5.1 Customer Reconfiguration 

J.5.1 Customer Reconfiguration 
Establishment 

Establishment - Disconnect 
Onlv 

$138.63. 

=+=I= $2.95 $1.63 $2.96 

$ 3 . 4 2  
I I 

$1.88 $ 3  -41 

$32.89 $23 .5E  $24.441 $51.23) $39.42 $ 2 7 . 3 9  5 . 5 . 2  DS1 DCS Termination with 

5.5.2 D S 1  DCS Termination with 
DSO Switchin 

US0 Switching - Disconnect 

D S 1  Switchin 
5.5.3 DS1 DCS Termination with 

$19.61 $14.76 $30.90 $24.85 

$11.70 $ 2 5 . 0 7  $15. 7 €  $12.14 

33Blue Star et al. recommend that RO manual charges should apply, unless the competitor chooses not to do its own loop 
qualification. 
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ELEMENT NUMBER & DESCRIPTION 

5.5.3 

J.5.4 

J . 5 . 4  

K.0 

K. 1 

K.l.l 

K . l . l  

K . 1 . 2  

K . 1 . 2  

i c .1 .3  

C . 1 . 3  

C . 1 . 4  

C . 1 . 4  

~ 

DS1 DCS Termination with 
DS1 Switching - Disconnect 
Onlv 
DS3 DCS Termination with 
DS1 Switching 
DS3 DCS Termination with 
D S 1  Switching - Disconnect 
On1 y 

ADVANCED INTELLIGENT 
NETWORK ( A I N )  SERVICES 
BELLSOUTH A I N  SMS ACCESS 
SERVICE 
AIN SMS Access Service - 
Service Establishment, Per 
State, Initial Setup 
AIN SMS Access Service - 
Service Establishment, Fer 
State, Initial Setup - 
Disconnect Only 
AIN SMS Access Service - 
Port Connection - 
Dial/Shared Access 
AIN SMS Access Service - 
Port Connection - 
Dial/Shared Access - 
Disconnect Only 
AIN SMS Access Service - 
Port Connection - ISDN 
Access 

Port Connection - ISDN 
Access - Disconnect Only 
4 I N  SMS Access Service - 
User Identification Codes - 
Per User ID Code 
9IN SMS Access Service - 
User Identification Codes - 
Per User ID Code - 
D i  sconne c t On1 y 

AIN SMS Access Service - 

APPENDIX A - RATE COMPARISON 
AT&T/WORLDCOM PROPOSED RATES II BELLSOUTH 

PROPOSED RATES 

RECURRING NON- 1 NON- (1- 
RECURRING RECURRING 

NON - NON - 
RECURRING RECURRING 
Including ADDITIONAL 

F i r s t  (If 

$ 2 2 . 6 9  $16.64 

$ 5 1 . 2 3  $39.42 

+ $79.10 

$82.59 

$18.22 

$15.69 P 
$18.22 P 
$ 7 0 . 2 0  P 

BLUESTAR/ COVAD STAFF 

PROPOSED RATES 
PROPOSED RATES // RECURRINGI NON- li 

RECURRING RECURRING !::; 1 
FIRST ADD’L Including ADDITIONAI 

First 
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K . 1 . 5  

ELEMENT NUMBER & DESCRIPTION 

AIN SMS Access Service - 
Security Card, Per User ID 
Code, Initial or 

K . 1 . 6  

K . 1 . 7  

K.1.8 

/Replacement 
K . 1 . 5  IAIN SMS Access Service - . . . ~  ~~- 

Security Card, Per User ID 
Code, Initial or 
Replacement - Disc. Only 
AIN SMS Access Service - 

Storage, Per Unit (100 
Kilobytes) 
AIN SMS Access Service - 
Session, P e r  Minute 
AIN SMS Access Service - 
Company Performed Session, 
Per Minute 

K.2  

K . 2 . 1  

K . 2 . 1  

C.2.2 

C . 2 . 3  

C . 2 . 3  

BELLSOUTH AIN TOOLKIT 
SERVICE 
AIN Toolkit Service - 
Service Establishment 
Charge, Per State, I n i t i a l  
Setup 
AIN Toolkit Service - 
Service Establishment 
Charge, Per State, Initial 
Setup - Disconnect Only 
AIN Toolkit Service - 
Training Session, Per 
Customer 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Term. 
Attempt 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, T e r m .  
Attempt - Disc. Only 

APPENDIX A - RATE COMPARISON 
AT&T/ WORLDCOM’-PROPOS ED RATES II BELLSOUTH 

PROPOSED RATES 

Including ADD’L 
First Piret 

I fl $0.7430) I $0.8102 I 
$0.8348 

I $15.691 

$18.17 $18.22 

3LUES TAR/ COVAI 
/RHYTHMS 

?ROPOSED RATE! 

I- 
& 
T 
T 

STAFF 
PROPOSED RATES 

RECURRING1 1); 1 NON- 
RECURRING RECURRINC 
Including ADDITIONA 

(If 

I 512-931 
$ 0 . 0 0 2 8  

$ 0 , 7 8 0 9  I- $ 0 . 8 3 7 9  

= 
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K . 2 . 4  

K . 2 . 4  

K.2.5 

K . 2 . 5  

K . 2 . 6  

K . 2 . 6  

K . 2 . 7  

K.2.7 

K . 2 . 8  

K . 2 . 8  

K . 2 . 9  

I ELEMENT NUMBER & DESCRIPTION 

AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Off-Hook 
Delay 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Off-Hook 
Delay - Disc. Only 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Off-Hook 
Immediate 
AIN Toolkit Svc - Trigger 
Access Charge, Per Trigger, 
Per DN, Off-Hook Immediate 
- Disc. Only 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, lo-Digit 
POD P 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, 10-Digit 
PODP - Disc. Only 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Triqqer, Per DN, CDP 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, CDP - 
Disconnect Only 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Feature 
Code 
AIN Toolkit Service - 
Trigger Access Charge, Per 
Trigger, Per DN, Feature 
Code - Disconnect Only 
AIN Toolkit Service - Query 
Charqe, Per Query 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

Including ADD' L 
Pirat 

$ 6 8 . 9 5  

I $ 6 8 . 9 5 1  

I 0 . 0 5 4 9 4 2 6  

ATLT/WORLDCOM PROPOSED RATES 

First 

$15.69 

$69.12 

I $ 6 9 . 1 2 1  

1 $6g*12!  

$ 2 8 . 7 9  

3LUESTAR/ COVZU 
/RHYTHMS 

'ROPOSED RATE5 
NON * 
REC . 

FIRST 

NON - 
REC . 
ADD' L 

f 

STAFF 
PROPOSED RATES 

First 

I $a'641 I $8.64 

$10.03 

$ 8 . 6 4  
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$8.50 

ELEMENT NUMBER & DESCRIPTION 

$ 8 . 6 4  

K . 2 . 1 0  AIN Toolkit Service - Type 
1 Node Charge, Per AIN 
Toolkit Subscription, Per 
Node, Fer Query 

K . 2 . 1 1  AIN Toolkit Service - SCP 
Storage Charge, Per SMS 
Access Account, Per 100 
Ki lobyt e s  

K . 2 . 1 2  AIN Toolkit Service - 
Monthly report - Per A I N  
Toolkit Service 
Subscription 

K . 2 . 1 2  AIN Toolkit Service - 
Monthly report - Per AIN 
Toolkit Service 
Subscription - Disconnect 

$0.12 

K . 2 . 1 3  

$9.56 

K . 2 . 1 4  

K . 2 . 1 4  

x . 2 . 1 5  

AIN Toolkit Service - 
Special Study - Per AIN 
Toolkit Service 
Subscription 
AIN Toolkit Service - Call 
Event Report - Per AIN 
Toolkit Service 
Subscription 
AIN Toolkit Service - Call 
Event Report - Per AIN 
Toolkit Service 
Subscription - Disconnect 
Only 
AIN Toolkit Service - Call 
Event S ecial Study - Per 
AIN TooYkit Service 
Subscription 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

RECURRING NON - 
RECURRING 
Including 

F i r e t  

NON - 
RECURRING 
ADD'L 

; O .  0067157 

I I $11.01 

I 

$3.89 $17.32 

$8.413 $15.66 

$11 * 01 

AT&T/WORLDCOM PROPOSED RATES 

Firet 

i o .  0059618 

$0.05 

$ 8 . 4 9  $ 1 5 . 6 9  +-I- $11.03 

$0.12 $17.37 

LUESTAR/ COVAK 

ROPOSED RATES 
/RHYTHMS 

STAFF 
PROPOSED RATES 

RECURRINGI RECURRING :::;t 1 RECURRING NON- 

Including ADDITIONAL 
(If 

$ 0 . 0 0 6 3 6 9 8  : 
$0.06 

$6.08 

I 

$6.08 
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APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

Including ADD' L 
First 

AT&T/WORLDCOM PROPOSED RATES 3LUES TAR/ COVAI 

?ROPOSED RATE! 
/'RHYTHMS 

STAFF 
PROPOSED RATES 

RECURRING RECURRINC 
Including ADDITIONA 

ELEMENT NUMBER & DESCRIPTION 

First 

L.0 ACCESS DAILY USAGE FILE 
( ADUF 1 

~~ ~ 

L. 1 ACCESS DAILY USAGE FILE 

L.l.l ADUF, Message Processing, 

L.1.3 ADUF, Data Transmission 

(ADUF) 

per messaqe 

(CONNECT : DIRECT) , per 
message 

M. 0 DAILY USAGE FILES 
M. 1 ENHANCED OPTIONAL DAILY 

USAGE FILE 
M.l.l Enhanced Optional Daily 

usage File: Message 
Processinq, Per Message 

I I I 

$0.014367 $0.014330 

0.0001299 $0.014391 

$0.00012973 I I 

$0.229109 1 $ 0 . 2 2 8 7 5 9  

i o .  0000082 t $0.006814 

M.2 OPTIONAL DAILY USAGE FILE 
M.2.1 Optional Daily Usage File: 

M.2.2 Optional Daily Usage File: 

M.2.3 Optional Daily Usage F i l e :  

Recordinq, per Message 

Message Processing, Per 
Messaqe 

Message Processing, Per 
Magnetic Tape Provisioned 

M . 2 . 4  Optional Daily Usage File: 
Data Transmission 
(CONNECT :DIRECT) , Per 
Messaqe 

N. 0 NONRECURRING COSTS 
N. 1 SERVICE ORDER 
N.1.1 Electronic Service Order, 

per local service request 
N.I.1 Electronic Service Order, 

per local service request - 
Disconnect Only 

$0.0000071 

$0.006835 

$48.96 

~0.00010811 

0.0000060 

$0.006820 

$48.78 t 10.000108l 

$48.78 

10.000108l 2 1  1 I 
f 

$ 2 . 7 5 i  $1.52 $0.00 

$0.23 $ 0 . 4 2  $0.00 
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N.2.2 

N.1.2 

N.1.5 
N.1.6 

P.0 
P . l  

P.1.1 

P.l 

P.1.1 

APPENDIX A - RATE COMPARISON 

Manual Service Order, per 
local service request 
Manual Service Order, per 
local  service request - 
Disconnect Only 
Order Coordination 
Order Coordination for 
Specified Conversion Time 

UNBUNDLED LOOP COMBINATIONS 
2-WIRE VOICE GRADE LOOP 
WITH 2-WIRE LINE PORT (RES, 
BUS, COIN, PBX) 
2-Wire Voice Grade Loop 
Zone 1 
Zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 

( CENTREX) 
2-Wire Voice Grade Loop 
Zone 1 

2-WIRE VOICE GRADE LOOP 
WITH 2-WIRE LINE PORT 

ELEMENT NUMBER & DESCRIPTION 

P.I.l 2-W VG Loop with 2-W L i n e  
P o r t  (RES, BUS, Coin) - 
Nonrecurring costs - 
switch-as-is 

I /zone 2 
Zone 3 
Zone 4 
Zone 5 
Zone 6 

-- - 

BELLSOUTH 
PROPOSED RATES 

Including ADD' L 
First 

$ 3 . 8 4  

$16 I 31 
$36.18 

$16.251 - 1  
$19. a6 
$25.60 

17.14 

$0.1964 $0.1964 1 

STAFF 
PROPOSED RATES 

AThT/WORLDCOM PROPOSED RATES 

RECURRING NON- NON - RECUXRING NON- 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 1 F i r s t  1 (If I 

$0 I O 0  $11.90 

$0.00 $2.12 

$ 9 . 0 0  
$23.02 

I SO IO01 

I $1.361 

$4.381 1-1 $14.18 1 
$18,93 [ 
$39.761 

$6.301 
$8.321 I 
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P.1.1 

P.l.l 

P.l.ll 

P.1.2 

APPENDIX A - RATE COMPARISON 

2-W VG Loop w i t h  2-W Line 
Port (PBX) - Nonrecurring 
costs - switch-as-is 
2-W VG Loop with 2-W Line 
Port (Centrex) - 
Nonrecurring costs - 
switch-as- is 
Centrex Common Block  - 
Nonrecurring costs - 
switch-as-is 
Exchange Port - 2-Wire Line 
P o r t  

ELEMENT NUMBER b DESCRIPTION 

P.1.17 PBX Subsequent Activity - 
Change/Rearrange Multiline 
Hunt Group 

P. 3 2-WIRE V E C E  GRADE LOOP 
WITH 2-WIRE D I D  TRUNK PORT 
Zone 1 

$30.59 
$56,25 
$8.71 

$ 7 . 8 5  

BELLSOUTH 
PROPOSED RATES 

$1.87 

RECURRING NON - 

First  I 

~~~~ 

$4.36 

$0.3434 

$ 2 0 . 4 0  

$15.82' $3.80 

$0.1870 

I 

1 

--I--+- $ 1 4 . 6 4  

P . 3 . 2  

P . 3 . 3  

P .  3 . 7  

I I 

Zone 2 
Zone 3 
Exchange Ports - 2-Wire D I D  
Port for Combinations 
2-Wire Voice Grade Loop / 
2-Wire DID Trunk Fort 
Combination - Nonrecurring 
Costs - Switch-as-is 
2-Wire DID Subsequent 
A c t i v i t y  - Add Trunks, Per 
Trunk 

$31.79 

AT&T/ WORLDCOM PROPOSED RAGS 

F i r s t  

$0 .255811  

$0.4691 

I $0.00001 $0 * o o o o l l  

$0.5656 

$0.3405 

STAFF 
PROPOSED RATES 

RECURRING1 r); 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 

$1.91 I $ 8 . 4 5 1  
1 I 

- 671 - 



P.4.2 

P.4.3 

Zone 5 
Zone 6 
Exchange Port - 2-Wire ISDN 
Line Side P o r t  
2-Wire ISDN Digital Grade 
Loop / 2-Wire ISDN Line 
Side Port Comb. - Nonrec. 
Costs - Switch-as-is 

$290.08 
$247.97 $157.17 $17.51 

$ 0 . 9 4 5 5  

$0.0708 

$17.51 
$323.50 

$ 6 7 . 9 4  

$15.48 

$61.31 

DOCKET NO. 990649-TP 
DATE: APRIL 6, 2001 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
STAFF 

PROPOSED RATES 
AT&T/WORLDCOM PROPOSED RATES 

/RHYTHMS 
ROPOSED RATE, 

RECURRING NON - NON- 
RECURRINQ RECURRING 
Including ADDITIONAL 

Firat (If 
ant) 

ELEMENT NUMBER & DESCRIPTION RECURRINQ NON- NON - 
RECURRING 1 RECURRING 
Including 1 ADD’L 

F i K E t  I 

RECURRING! RECURRING NON- 1 ” ~  RECURRINC 

Including ADDITIONA 
F i r s t  

P.4 2-WIRE ISDN DIGITAL GRADE 
LOOP WITH 2-WIRE ISDN 
DIGITAL LINE SIDE PORT 
2-Wire ISDN Diqital Grade $ 8 . 2 9 1  P . 4 . 1  

(Zone 1 $5.441 I II I $30.99 
[Zone 2 
lzone 3 

$7.82 
$10.32 $64.18 

lzone 4 $15.63 
$22.69 
$35.48 
$3.15 

$0.3477 $0.3477 

3 $7.38 

$8.99 $17.01 I $86-79 $54.04 

P . 5  4-WIRE D S 1  DIGITAL LOOP 
WITH 4-WIRE ISDN DS1 
DIGITAL TRUNK PORT 

lzone 2 
Zone 3 
4-Wire DS1 Dig i t a l  Loo / 
4-Wire I S D N  DS1 Digitay 
Trunk Port Comb. - Nonrec. 
Costs - Switch-as-is 
4-Wire DS1 Dig. Loop/4-Wire 
ISDN DS1 Dig. Trunk Port 
Comb - Subseq. Chan. 
Activation - Per Chan. 
4-Wire DS1 Dig. Loop / 
4-Wire ISDN DS1 D i g .  Trunk 
Port Comb - Subseq. 
Inw./a-Way Telephone # s  

P . 5 . 3  

?.5.5 

i $0.9804 1- ?.5.6 
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P.6 2-WIRE VOICE GRADE EXTENDEI: 
LOOP WITH DEDICATED DS1 

$11.19 

$12.93 

$625.63 

$150.32 

$11.15 

$12.93 

$342.38 

$45.80 

P.6-2 D . 4  Interoffice Transport - 
Dedicated - DS1 - Per Mile 

APPENDIX A - RATE COMPARISON 1 ELEMENT NTJMBER & DESCRIPTION 

BELLSOUTH 
PROPOSED RATES 

Including ADD'L 
First 

AT&T/WORLDCOM PROPOSED RATES STAFF 
PROPOSED RATES 

3LUES TAR/ COVA 

?ROPOSED RATE 
/RHYTHMS 

RECURR IN( 

F i r e t  F i r s t  

$23.02 $12.71 I 
$ 4 6 . 0 5  I I $2.31) $ 2 5 . 4 2  

Port Comb - Subseq. Inw. 
Telenhone # s  

1 --L I INTEROFFICE TRANSPORT 
P.6-1 IFirst 2W VG in D S I  

Zone 1 
Zone 2 
Zone 3 

P.17.1 Nonrecurring Cost 
for Extended Loop or Local 
Channel and Interoffice 
Combination Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Combination 
Switch-As-Is - Disc Only 
Nonrecurring Cost - 2-wire 
VG Extended Loop with 
Dedicated DS1 Interoffice 
Transport - NEW 
Nonrec. Cost - 2-wire VG 
Extended Loop with 
Dedicated DS1 Interoffice 
Transport - NEW - D i s c .  
Onlv 

$ 2 5 2 . 6 1  
$ 2 5 8 . 4 ;  
$284.12 I I 

$107.75 $45.07 I 4 $0.1856 $ 0 . 2 0 0 0  
I I 
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P.6-3 

P.7 

P.7-1 

ELEMENT NUMBER & DESCRIPTION 

Additional 2W VG in same 
DS 1 
Zone 1 
Zone 2 
Zone 3 
P.17.16 Nonrecurring Cost - 
New Feature Activation for 
Combination Use Only 

4-WIRE VOICE GRADE EXTENDEI 
WITH DEDICATED DS1 
INTEROFFICE TRANSPORT 
First 4W VG in DS1 
Zone 1 
Zone 2 

P.7-2 

Zone 3 
P.17.1 Nonrecurring Cost 
for Extended Loop or Local 
Channel and Interoffice 
Combination Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Combination 
Switch-As-Is-Disc. Only 
Nonrecurring Cost - 4-wire 
VG Extended Loop with 
Dedicated DS1 Interoffice 
Transport - NEW 
Nonrecurring Cost - 4-wire 
VG Extended Loop with 
Dedicated DS1 Interoffice 
Transport - NEW -Disc. Only 

D.4.1 Interoffice Transport 
- Dedicated - DS1 - Per 
Mile 

APPENDIX A - RATE COMPARISON 
BELLSOWTH 

PROPOSED RATES 

RECURRING 

$19.9 
$23.8 
$29.3 

$277.81 
5 2 9 0 . 6 '  
$311.81 

$0.200( 

NON - 
RECURRINQ RECURRING 
Including ADD'L 1 'ON- 

Piret 

I 
$12.16 $8.77 

$11.19 $11.19 I 
$12.93 $12.93 

$625.63 $342.38 1 
$150.32 $45.80 

AT&T/WORLDCOM PROPOSED RATES BLUESTAR/COVAI 
/RHYTHMS 

PROPOSED RATES 
RECURRING NON- NON - NON- NON- 

RECURRING RECURRING REC . REC. 
Including ADDITIONAL FIRST ADD'L 

F i r a t  (If 
nt I -- 
E 

STAFF 
PROPOSED RATES 

RECURRING 
Including 

First 

RE CUR R I NG 
ADDITIONAL 

$ 8 . 9 8  $8.98 

$10.39 $10.39 

$384.89 $304. s a  

$113.44 $49.54 

$0.1856 
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$ 6 2 5 . 6 3  $342.38 

).8-2 

Nonrec. Cost - 4-wire 56 01 
64 Kbps Extended Loop with 
Dedicated DS3 Interoffice 
Transport - NEW 
Nonrec. Cost  - 4-wire 5 6  01 
64 Kbps Extd Loop with Ded. 
DS3. Interoffice Transport - 
NEW - Disc Only 
D.4.1 Interoffice Transport 
- Dedicated - DS1 - Per 
Mile 

I 

APPENDIX A - RATE COMPARISON 
PROPOSED STAFF RATES AT&T/WORLDCOM PROPOSED RATES BELLSOUTH 

PROPOSED RATES 

Including ADD'L 
First 

BLUES TAR/ COVAl 
/RHYTHMS 

PROPOSED RATE: ELEMENT NUMBER & DESCRIPTION 
RECURRING! RECURRING NON- 1~ RECURRING 

Including ADDITIONAI 
First 

RECWRRING 

P.7-3 Additional 4W VG in same 
D S 1  
Zone 1 
Zone 2 
Zone 3 

P.17.16 Nonrecurring C o s t  . 
New Feature activation €or 
Combination Use Only 

I 

I $12.161 $ 8 . 7 7  

4-WIRE 56 OR 64 KBPS EXTD. 
DIGITAL LOOP WITH DEDICATEI I I 

$ 8 . 9 8  $ 8 . 9 @  

$10.39 $10.39 

P.17.1 Nonrecurring Cost 
€or Extended Loop or Local 
Channel and Interoffice 
Combination Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Combinatior 
Switch-As-Is- Disc. Only 

I 

$378.59 $ 2 9 8 . 2 8  I I  
$0.1856 $0.2000 
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APPENDIX A - RATE COMPARISON 
BELL SOUTH 

PROPOSED RATES 

I 11 NON - I NON- 
ELEMENT NUMBER & DESCRIPTION R E C ~ R I N G  I 

RECURRING 
Including 

F i r a t  

P.8-3 Additional 4W 56/64 in same 
DS1 
Zone 1 $36.10 
Zone 2 $46.92 
Zone 3 $53.05 

RECURRINQ 
ADD'L 

P.17.16 Nonrecurring Cost - 
New Feature activation for 
Combination Use Only 

4-WIRE DS1 DIGITAL EXTENDED 
LOOP WITH DEDICATED D S 1  
INTEROFFICE TRANSPORT 

$212.30 
Zone 3 $287.31 

for  Extended Loop or Local 
Channel and Interoffice 

Extd. Loop or Local Channel 
and Interoffice Combination 
]Switch-As-Is- Disc. Only 

Nonrec. Cost - 4-wire DS1 
Digital Extended Loop with 
Dedicated DS1 Interoffice 
Transport - NEW 
Nonrec. Cost - 4-wire DS1 
Digital Extd. Loop with 
Ded. DS1 Interoffice 
Transp. - NEW - Disc. Only 

- Dedicated - DS1 - Per 
P.11-2 D . 4 . 1  Interoffice Transport 

I 

$ 0 . 2 0 0 0  I 

$421.86 

$57.41 

AT&T/WORLDCOM PROPOSED RATES LUESTAR/COVAD 

ROPOSED RATES 
1 /RHYTHMS 11 PROPOSED ,STAFF RATES 

NON - 
RECURRINC 
ADDITIONA 

(If 

$ 4 .  a d  

$ 8 . 9 1  

$10.35 

$ 2 9 2  Of 

$32.1t 
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APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 
AT&T/WORLDCOM PROPOSED RATES STAFF ILUESTAR/COVAD 

/RHYTHMS PROPOSED RATES 
'ROPOSED RATES 
NON- NON- RECURRINC 
REC. REC. 
FIRST ADD' L 

$1,377.09 
$1,406.77 
$1,536.71 

- 

- 

ELEMENT NUMBER & DESCRIPTION RECURRINQ NON - NON - RECURRINQ 
RECURRINQ RECURRING 
Including ADDITIONAL 
First (If 

Including ADD' L 
First First 

4-WIRE D S 1  DIQITAL EXTENDEI 
LOOP WITH DEDICATED DS3 

I I 

I 

Zone 2 
Zone 3 

$1,476.98 

$11.19 $11.19 1 . 

P.17.1 Nonrecurring Cost 
for Extended Loop or Local 
Channel and Interoffice 
Combination Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Combinatior 
Switch-As-Is- Disc. Only 

Nonrec. Cost - 4-wire DS1 
Digital. Extd. Loop with 
Ded. DS3 Interoffice 
Transport- New 
Nonrec. Cost - 4-wire DS1 
Digital Extd. Loop with 
D e d .  DS3 Interoffice 
Transport- New - Disc. Only 

P . 1 3 - 2  D.6.1 Interoffice Transport 
- Dedicated - DS3 - P e r  
Mile 

3.13-3 Additional DS1 in same DS3 
Zone 1 

I $ *  9 8  

$ 8 . 9 8  

$12.93 $12.93 I $10.39 $10.39 =I--= 
$1,192.63 $565.26 1 $857.76 $ 3 8 8 . 6 6  

$166.14' $69.04 $ 1 9 0 . 7 2  $ 1 3 9  8 8  

$4.17 

I 
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P.15 

P.15.3 

P.15.5 

ELEMENT NUMBER & DESCRIPTION I 
~~ ~~ 

4-WIRE DS1 DIGITAL LOOP 
WITH DDITS PORT 
4-Wire DS1 Digital Loop 
with DDITS Port - 
switch-as-is 
Zone 1 
Zone 2 
Zone 3 
4-wire DS1 Digital Loop / 
DDITS Trunk Port 
Combination - Nonrecurring 
Costs - Switch-as-is 
4-Wire DSI Dig. Loop / 
DDITS Trunk Port Comb. 

P.16 

P.16-1 

P.16.2 

P.16.3 

-Subsequent Channel 
Activation - Per Channel 

2-WIRE LOOP/ 2 WIRE VOICE 
GRADE IO TRANSPORT/ 2 WIRE 
PORT 
Fixed - Switch-as-is 
Zone 1 
Zone 2 
Zone 3 
D.2.1 Interoffice Transport 
- Dedicated - 2 W VG per 
mile 
2 W  VG Loop / 2W VG IO 
Transport / 2W Por t  
Combination - Nonrecurring 
Costs - Switch-as-is 

$42.74 
$48.60 
$ 7 4 . 2 6  

$0.0091 

$ 9 . 0 3  $1.87 

APPENDIX A - RATE COMPARISON 

$0.0098 

Including ADD' L 
F i r s t  First 

I 

$16.97 $3.73 $0.4691 $0.1870 

$155.79 
$182.98 
$258.00 

P. 17 

$268.821 $134.0711 

Nonrecurring Cost for 
Extended Loop or Local 
Channel and Interoffice 
Combination 

$ 4 6 . 6 2  
$50.57 

~~ 

STAFF 
PROPOSED RATES 

RECURRTNG~ RECURRING NON- 1~ RECURRING 
Inc lud ing  ADDITIONAI 

First 

$136.08 
$165.76 
$295.70 

$79.08 $ 4 6 . 7 1  

- 6 7 8  - 
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$23.36 

$12.97 

$27.64 

APPENDIX A - RATE COMPARISON 

$19.43 

$8.65 

$23.90 

BELLSOUTH 
PROPOSED RATES 

AT&T/WORLDCOM PROPOSED RATES STAFF 
PROPOSED RATES 

SLUESTAR/ COVX 

?ROPOSED RATES 
/RHYTHMS 

ELEMENT NUMBER & DESCRIPTION RECURRINQ R ECURR I N G  RECURR INU NON - NON- NON - 
RECURRING 
ADDITIONAL 

(If 
Diffrrrnntl 

$8.98 

$10.39 

NON - 
RECURRING 
Including 

First 
Including ADD’ L 

First 

$8.98 

$10.39 

$174.46 

$10.46 $6.73 Nonrecurring Cost for 
Extended Loop or Local 
Channel and Interoffice 
Combination Switch -As-Is 
Nonrec. Cost for Extended 
Loop or Local Channel and 
Interoffice Comb. Switch 
-As-Is - Disc. Only 
Nonrecurring Cost  - New D S 1  
Interoffice Facility for 
Combination Use Only 
Nonrecurring Cost - New D S 1  
Interoffice Facility for 
Combination U s e  Only - 
Disconnect Only 
Nonrecurring Cost - New DS1 
Interoffice Facility w/ 1 / O  
MUXing for Combination Use 
Only 
Nonrec. Cost - New D S 1  
Interoffice Facility w/ 1/0 
MUXing for  Comb. U s e  Only - 
Disc. Only 
Nonrecurring Cost - New DS3 
or STS-1 Interoffice 
Facility for Combination 
Use Only 
Nonrec. Cost - New DS3 Or 
STS-1 Interoffice Facility 
for Combination Use Only - 
Disconnect Only 
Nonrecurring Cost - New DS3 
31: STS-1 w/ 3/1 MUXing 
Interoffice Facility for 
Combination Use Only 
Nonrec. Cost - New DS3 or 
STS-1 w/ 3/1 MUXing 
Interoffice Fac. fo r  Comb. 
Use Only - Disc. Only 

P.17.1 

P . 1 7 . 1  

P . 1 7 . 4  

F.17.4 

$12.93 $12.9: 7 $9.51 $5 I 19 

$ 1 2 2 . 4 6  

$ 2 0 . 7 5  

$19.09 $15.22 

$ 5 2 . 7 4  

$ 2 3 1 . 7 4  
~~ 

$137.20 

$22.31 

$22.95 $19.15 P . 1 7 . 5  

I $17.291 $12.97 $54 4 7  

$ 3 2 0 . 0 0  

$44.64 

P . 1 7 . 5  

$ 1 3 8 . 2 0  P . 1 7 . 7  

$21.75 P.17 .7  c-- T $194.74 

$26.68 

$435.50 

$58.69 

?.i7.a 

?.17.8 $17.29 $12.97 

- 
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P.17.11 

ELEMENT NUMBER ti DESCRIPTXON 

Nonrecurring Cost - New VG 
Local LOOP for Combination 
U s e  Only 
Nonrecurring Cost - New VG 
Local Loop for Combination 
Use Only - Disconnect Only 
Nonrecurring Cost - New DS1 
Local Loop for Combination 

P.17.10 

P.17.11 

P.17.12 

P.17.12 

P.17.16 

P.17.17 

P.17.17 

P . 2 3  

P . 2 3 - 1  

P. 17.10 

Use Only - 
Nonrecurring Cost - New DS1 
Local Loop €or Combination 
Use Only - Disconnect Only 
Nonrecurring Cost - New DS3 
or STS-1 Local Loop for 
Combination U s e  Only 
Nonrecurring Cost - New DS3 
or STS-1 Local Loop for 
Combination use Only - 
Disconnect Only 
Nonrecurring Cost - New 
Feature  Activation for 
Combination U s e  Only 
Nonrecurring C o s t  - New D S O  
IOF for Combination Use 
Only 
Nonrecurring Cost - New DSO 
I O F  for Combination Use 
Only - Disconnect Only 

2-WIRE VOICE GRADE EXTENDED 
LOOP/2 WIRE VOICE GRADE 
INTEROFFICE TRANSPORT 
Fixed 
Zone 1 
Zone 2 
Zone 3 

APPENDIX A - RATE COMPARISON 
BELLSOUTH AT&T/WORLDCOM PROPOSED RATES 

PROPOSED RATES 

Including ADD'L 
First Riret 

ILUESTAR/ COVAT 
/RHYTHMS 

'ROPOSED =TEE 

i- 

-t 

STAFF 
PROPOSED RATES 

RECURRING NON- NON - 
RECURRING RECURRING 
Including ADDITIONAI 

First (If 

$127.59 $60.54 

$55.51. $7 25 

$94.70 $52.59 

$52.36 $20.85 

$41.34 

- 6 8 0  - 
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ELEMENT NUMBER & DESCRIPTION 

P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or  Local Channel 
and Interoffice Comb. - 
Switch-As-Is - Disc. Only 

Nonrec. Cost - 2-wire VG 
Extended Loop with 2-wire 
VG Interoffice Transport - 
NEW 

Extd. Loop w i t h  2-wire VG 
Interoffice Transport - NEW 
- Disc. Only 

Nonrec. Cost - 2-wire VG 

?.23-2 D.2.1 Interoffice Transport  
- Dedicate - 2-Wire Voice 
Grade - Per Mile 

? . 2 4  4-WIRE VOICE GRADE EXTENDED 
LOOP/ 4-WIRE VOICE GRADE 
INTEROFFICE TRANSPORT 

Zone 1 
?.24-1 Fixed 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

RECURRING NON - NON - 
RECVRRINQ RECURRING 
Including ADD'L 

Firat 

$11.19 $11.1: 

$12.93 $12.9: 

$343.67 $178.91 

$ 1 4 6 . 4 2  $43 . o a  

$0.0098 

$53.85 
Zone 2 
Zone 3 

$66.65 
$ 8 7 . 8 4  

$11.19 P.17.1. Nonrec. Cost for 
Extd. Loop or Local Channel 

AT&T/WORLDCOM PROPOSED RATES 

$11.19 

First 

and Interoffice Comb. - 
Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-As-Is - Disc. Only 

3LUESTAR/COVAD 
/RHYTHMS 

?ROPOSED RATES 

i 
$12.93 $12.93 

STAFF 
PROPOSED RATES 

RECURRING! :::'t 1 NON- 
RECURRING RECURRING 
Including ADDITIONAL 

(If 
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APPENDIX A - RATE COMPARISON 
STAFF 

PROPOSED RATES 
AT&T/WORLDCOM PROPOSED RATES BELLSOUTH 

PROPOSED RATES 
3LUESTAR / COVAI 

7ROPOSED RATE: 
/RHYTHMS 

ELEMENT NUMBER h DESCRIPTION RECURRIN( NON * 
RECURRING Including 

F i r s t  

NON - 
Including 

' RECURRING NON - 
RECURRING 
4DD ITIONAL 

(If 

$146 93 $215.21 Nonrec. Cost - $-wire VG 
Extended Loop w i t h  4-wire 
VG Interoffice Transport - 
NEW 
Nonrec. Cost - 4 - w i r e  VG 
Extd. Loop with 4-wire VG 
Interoffice Transport - NEFi 
- Disc. Only 

P.24-2 D.12.1 Interoffice 
Transport - Dedicated - 
4-Wire Voice Grade - Per 
Mile 

P.25 DS3 DIGITAL EXTENDED LOOP 

$146.42 $ 4 3 . 0 1  f $ 2 6  4 9  $100.33 r $ 0 . 0 0 9 1  

WITH DEDICATED STSl 
INTEROFFICE TRANSPORT 

P.25-1 IFixed $1,526.511 $1,457.8@ 

$8 98 $8.98 P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-As-Is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice C o d .  - 
Switch-As-Is - Disc. Only 

Nonrec. Cost - DS3 Digital 
Extd. Loop with Ded. DS3 
Interoffice Transport - NEW 
Nonrec. Cost - DS3 D i g i t a l  
Extd. Loop with Ded. DS3 
Interoffice Transport - NEW 
- Disc. Only 

P . 2 5 - 2  D.6.1 Interoffice Transport 
- Dedicated - DS3 - Per 

$10.39 $10.39 

$999.53 $508.21 1 $891.83 $562 2 9  

$193.56 $ 2 4 4  1 7  $176.22 $83.03 

1 I 

$3.87 $4.17 

I I 

- 6 8 2  - 
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ELEMENT NUMBER & DESCRIPTION 

P.25-3 A.16.2 High Capaci ty  
Unbundled Local Loop - DS3 
- Fer Mile ._.------ WITH STSl DIGITAL DEDICATED EXTENDED S T S l  LOOP 

INTEROFFICE TRANSPORT 
P. 26-1 fFixed 

P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 

Nonrec. Cost - STSl Digital 
Extd. Loop with Ded. STSl 
Interoffice Transport - NEW 
Nonrec. Cost - STSl Digital 
Extd. Loop with Ded. STSl 
Interoffice Transport - NEW 
- D i s c .  Only 

P.26-2 D.lO.l Interoffice 
Transport - Dedicated - 
STS-1 - Per Mile 

P.26-3 Per Mile - Loop 
A . 1 6 . 1 6  High Capaci ty  
Unbundled Local Loop - 
STS-1 - Per Mile 

APPENDIX A - RATE COMPARISON 
BELLSOUTH AT&T/WORLDCOM PROPOSED RATES 

PROPOSED RATES 

Including ADD ' L 
First First 

$l,S52.07) I I' 

1 $12.931 $12.9311 

SLUES TAR/COVAD 
/RHYTHMS 

'ROPOSED RATES 

STAFF 
PROPOSED RATES 

First 

- 6 8 3  - 



$238.25 
$368 I 19 

$80.54 $4 24 
$80.54 $4.24 

$210.95 
$240.63 
$370.57 

$11.75 

$4.24 $80.54 
$4 24 $80.54 

$ 8 0 . 5 4  $4.24 

$ 8 0 . 5 4  $ 4 . 2 4  

DOCKET 1 6 4 9 - T P  
DATE: APRIL 6 ,  2 0 0 1  

3. 9 9  

APPENDIX A - RATE COMPARISON 
____~ ~~~ 

BELL SOUTH 
PROPOSED RATES 

ATLT/WORLDCOM PROPOSED RATES lr ~~ 

STAFF 
PROPOSED RATES 

ILUESTAR/ COVAI 
/RHYTHMS 

'ROPOSED RATES 
ELEMENT NUMBER & DESCRIPTION RECURRINQ RECURRING! RECURRING NON- RECURRING 

First 
Including ADDITIONAL 

NON - NON - RECURRING NON - NON - 
Including 
Piset +' 4-WIRE DS1 LOOP WITH 

CHANNELIZATION WITH PORT 

Switch-as-is 

$245.61 
$320.62 
-1 

$310.80 

$2.29 
-- ++ $2.04 P.50.VG2 Additional Voice Grade in 

same DS1 

P.50 F i r s t  2-Wire DID in D S 1  
DID1 -Switch-as-is 

Zone 1 
Zone 2 
Zone 3 

I I -,- 
$310.80 

~~ 

$4.24 $208.57 I $80.54 1 $226.18 
$253.37 
$328.39 

I I 

$9.37 P50DID2 Additional 2-Wire DID in $10.05 
same DS1 

P50ISDN- First ISDN in D S 1  - 
1 Switch-as-is 

Zone 1 
Zone 2 
Zone 3 

+ E - q f l f l  
$310.80 $16.72 

P50ISDN2 Additional ISDN in same D S 1  $13.25 

P . 5 0 . 1  4-Wire DS1 
Loop/ChanneLization Port 
Combination - Nonrecurring 
Costs - Switch-as-is 1 $2.74 $0.1376 

I I 

- 6 8 4  - 
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P.50.4 

ELEMENT NUMBER h DESCRIPTION 

~~ ~ 

4-Wire DS1 
Loop/Channelization Port 
Combination - Subsequent 
Activity - Add Lines - Per 

P.SO.5 

P.51 

P.51-1 

4-wire DS1 
Loop/Channelization Port 
Combination - Subsequent 
Activity - Add Trunks - Per 
Trunk 

2-WIRE ISDN EXTENDED LOOP 
WITH DS1 INTEROFFICE 
TRANSPORT 
First 2-Wire ISDN in DS1 
Zone 1 
Zone 2 
Zone 3 

P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is - D i s c .  Only 

Nonrec. Cost - 2LWire ISDN 
Extd. Loop with DS1 
Interoffice Transport - NEW 
Nonrec. Cost - 2-Wire ISDN 
Extd. Loop with D S 1  
Interoffice Transport - NEW 
- Disc. Only 

$625.63 $342.38 

APPENDIX A - RATE COMPARISON 

$ 3 6 4  I 72 

$106 -25 

BELLSOUTH 
PROPOSED RATES 

Including ADD'L 
First 

$283.84 

$43.56 

t 

P ,  51 - 2 

$278.38 
$ 2 8 4 . 5 0  
$ 2 8 5 . 6 7  

D. 4 .  Tynteroff ice Transport 
- Dedicated - DS1 - Per 
Mile 

$0.2000 l--i- 

AT&T/WORLDCOM PROPOSED RATES 

~- 

RECURRING NON - NON- 
RECURRING RECURRING 
Including ADDITIONAL 1 F i r e t  1 (If 

1 $18.91) 

I I 

I I 

3LUESTAR/COVk 
/RHYTHMS 

IROFOSED RATES 

+ 

STAFF 
PROPOSED RATES 

RECURRING! r:;t 1 NON- 
RECURRING RECURRING 
Including ADDITIONAI 

(If 

$0.1856 

- 6 8 5  - 
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P.51-3 

I 

Additional 2-Wire ISDN i n  
same DS1 
Zone 1 
Zone 2 
Zone 3 

P.17.16 Nonrec. Cost - New 
F e a t u r e  Activation for  
Combination Use Only 

P.52 

P.52-1 

4-WIRE DS1 DIGITAL EXTENDEE 
LOOP WITH DEDICATED STS-1 
INTEROFFICE TRANSPORT 
First in DS1 i n  STSl 
Zone 1 
Zone 2 
Zone 3 

P.17.1 Nonrec. C o s t  for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-  is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice C o m b .  - 
Switch-as-is -Disc. Only 

Nonrec. Cost - 4-Wire DS1 
Digital E x t d .  Loop with 
D e d .  STS-1 Interoffice 
Trans ort  - NEW 
Nonrec. Cost - 4-Wire DS1 
D i g i t a l  Extd. Loop with 
Ded. STS-1 I n t e r o f f i c e  t Transport - NEW - Disc. 

APPENDIX A - RATE COMPARISON 
BELL SOUT H AT&T/WORLDCOM PROPOSED RATES 

PROPOSED RATES 
'PROPOSED RATES 
NON- NON- 
REC. REC. 

FIRST ADD'L 

) - I K  
$1,536.05 

I $12.931 $12.9311 

STAFF 
PROPOSED RATES 

RECURRINC 

$27.76 
$36.50 
$75.01 

$1,362.09 
$1,391.77 
$1,521.71 

NON - 
RECURRING 
Including 

First 

$6.71 

$10.39 

$857.76 

$190.72 

RECURRING 
ADDITIONAL 

I 
$ 4 . 8 4  7 
i 
I 

$8.98 

$10.39 

- 686 - 
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APPENDIX A - RATE COMPARISON 

ELEMENT NUMBER & DESCRIPTION 

P.52-3 Additional DS1 in same STSl 
Zone 1 
Zone 2 

Feature Activation for 

P . 5 3  2-WIRE VOICE GRADE EXTD 
LOOP WITH DED D S 1  
INTEROFFICE TRANSPORT W/ 
3/1 Mux 

P.17.1 Nonrec. Cost for 
Extd. Loop of Local Channel 
and Interoffice Combination 
- Switch-as-is 
P.17.1 Nonrec. Cost for 
Extd. Loop of Local Channel 
and Interoffice Comb. - 
Switch-as-is- D i s c .  Only 

Nonrec. Cost - 2-Wire VG 
Extd. Loop w i t h  Ded. DS1 
Interoffice Transport with 
3/1 MUX- NEW 

EIELLSOUTH 
PROPOSED RATES 

RECURRING 

Including 
First 

$4.17 ' 
$12.16 $ 8 . 7 7  

$625.63 $342.38 

AT&T/WORLDCOM PROPOSED RATES 

RECURRING NON- NON - 
RECURRINQ RECURRINQ 
Including ADDITIONAL 
First (If 

D i f f n r n n t l  

L 
I I 

3LUESTAR/ COVAE 

?ROPOSED RATES 
/RHYTHMS 

+ 

STAFF 
PROPOSED RATES 

F i r a t  

$3.871 I 

$10.39 $10.39 : $562.13 $397.62 

- 6 8 7  - 
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I 

ELEMENT NUMBER & DESCRIPTION 

Nonrec. Cost - 2-Wire VG 
Extd. Loop w i t h  Ded. D S 1  
Interoffice Trans. with 3 / 1  

- Dedicated - DST - Per 

P.17.16 Nonrec. Cost - N e w  
Feature Activation f o r  

P.17.16 Nonrec. Cost - New 
Feature Activation €or 
Combination Use Only 

' . 5 4  4-WIRE VOICE GRADE EXTENDED 
LOOP WITH DS1 INTEROFFICE 
TRANSPORT W/ 3/1 MUX 

DS1 in DS3 
-Zone 1 
Zone 2 
Zone 3 

1.54-1 First 4-Wire VG in First 

P.17.1 Nonrec. Cost for 
Extd. Loop of Local Channel 
and Interoff ice  Combination 
- Switch-as-is 

APPENDIX A - RATE COMPARISON 
BELLSOUTH 

PROPOSED RATES 

RECURRING 1 NON- 1 NON- / /  RECURRING 1 NON- 
RECURRINQ RECURRING RECURRING 
Including ADD ' L Including 

First Firet 

NON - 
RECURRING 
ADDITIONAL 

(If 

$1SO. 32 1 $ 4  5 . 8 0  11 

I I I I 

$23.87 
$29.32 

STAFF ll PROPOSED RATES 
BLUESTAR/COVAD 

/RHYTHMS 
PROPOSED RATES 

RECURRING 
Including 

First 

NON - 
RECURRING 
ADD1 T I ONAI 

(If 

$ 9 0 . 2 :  
Differentl 

$4.84 

$ 4 . 8 4  

$ 8 . 9 8  
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APPENDIX A - RATE COMPARISON 
PROPOSED RATES 

ELEMENT NUMBER iG DESCRIPTION 

edicated - DS1 - Per 

ILUESTAR/ COVAD 
/ RHY TH'MS 

'ROPOSED RATES 

FIRST ADD'L 

STAFF 
PROPOSED RATES 

First 

$6.71 $4 . a 4  

- 6 0 9  - 
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ELEMENT NUMBER & DESCRIPTION 

. -  

4-WIRE 5 6  OR 6 4  KBPS EXTD 
DIGITAL LOOP WITH DED. DS1 
INTEROFFICE TRANS. W/ 3 / 1  

P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is 
P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is -Disc. Only 

Nonrec. Cost- 4 - W i r e  56 or 
64 Kbps Extd Loop w/Ded. 
DS1 Trans. w/ 3/1 Mux- NEW 
Nonrec. Cost- 4-Wire 56 or 
64 Kbps Extd Loop w/Ded. 
DSl Trans. w/ 3/1 Mux- NEW 
- D i s c .  Only 

D.4.1 Interoffice Transport I - Dedicated - DS1 - Per 
J . 5 5 - 2  

(Mile 

APPENDIX A - RATE COMPARISON 
____ _ _ _ _ _ ~  ~~~ 

AT&T/WORLDCOM PROPOSED RATES II BELLSOUTH 
PROPOSED RATES 

Including ADD' L 
First  

RECURRING 

$534.64 

$36.101 U' 
$46 .921  I It 
$53.051 I I 

ILUESTAR/COVPLD - STAFF 

'ROPOSED RATES 
PROPOSED RATES /RHYTHMS 

NON- NON- RECURRING NON- NON- 
RECURRING RECURRING REC. REC. Including ADDITIONAL 

FIRST ADD'L 
F i r s t  (If 

$491.42 
$ 5 0 2 . 0 8  
$ 5 4 8 . 7 8  

$8.98 $ 8 . 9 8  

$10 - 3 9  $10.39 

$31.26 
$41.92 
$08.62 

- 6 9 0  - 
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P.55-4 

P.56 

P.56-1 

APPENDIX A - RATE COMPARISON 

P.17.16 Nonrec. Cost - New 
Feature Activation €or 
Combination Use Only 

Additional DS1 in same DS3 

P.17.16 Nonrec. Cost - New 
Feature  Activation €or 
Combination Use Only 

2-WIRE ISDN EXTENDED LOOP 
WITH DS1 INTEROFFICE 
TXANSPORT W/ 3/1MUX 
First 2-Wire i n  First DS3 
Zone 1 
Zone 2 
Zone 3 

$12.16 $ 8 . 7 :  $6.71 $ 4  84 

$248.97 I 

P.56-2 

~~ ~~~~ 

P.17.1 Nonrec.  Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is 
P.17.1 Nonrec. Cost for  
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is -Disc. Only 

Nonrec. Cost - 2-Wire ISDN 
Extd Loop with Ded. DS1 
Interoffice Transport w i t h  

Nonrec. Cost - 2-Wire ISDN 
Extd Loop w/ Ded. DS1 
Interoffice Trans. w/ 3/1 
Mux - NEW - Disc. Only 
D.4.1 Interoffice Transport 
- Dedicated - DS1 - P e r  

3/1 MUX - NEW 

AT&T/WORLDCOM PROPOSED RATES ~ L U E  /RHYTHMS s TAR / COVAD 
'ROPOSED RATES 

STAFF 
PROPOSED RATES 

BELLSOUTH 
PROPOSED RATES 

RECURRING RECURRING NON- NON- 
RECURRING RECURRING 
Including ADDITIONAL 1 First 1 (If I RECURRING NON- NON- 

Including 
First 

$260.6; 

$12.161 $8.7; $6.71 $ 4 . 8 4  

__ . . 

$ 4 8 7  a 87  $513.75 

$521. O F  
$519. a €  

I I I 
$11 * 19 $11.19 

$12.93 $12.93 z 
$625.63 $342.38 

$150.32 $45.80 

$0.2000 

- 691 - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

APPENDIX A - RATE COMPARISON 

ELEMENT NTJMBER 6r DESCRIPTION 

Feature Activation for 
Combination Use 0111 

P.56-4 Additional DS1 in same DS3 

P.17.16 Nonrec. Cost - New 
F e a t u r e  Activation f o r  
Combination Use Only 

P.57 4-WIRE DS1 DIQITAL EXTD 
LOOP WITH DED. DS1 
INTEROFFICE TRANSPORT W/ 
3/1/ KUX 

P.57-1 First 4-Wire DS1 in DS3 
Zone 1 
Zone 2 
Zone 3 

P.17.1 Nonrec. Cost for  
Extd. Loop or Local Channel 
and Interoffice Comb. - 

Extd. Loop or Local Channel 
and Interoffice Comb. - 

BELLSOUTH AT&T/WORLDCOM PROPOSED RATES 
PROPOSED RATES 

RECURRING I NON- 1 NON- 11 RECURRING 1 NON- 1 RECURRINQ RECURRING RECURRING RECURRING 
Including ADD'L Including ADDITIONAL 

Firat First 

1: $39.461 
I I 

$12.16 

I I 
$260.621 I .  

'F 
$420.48 
$447.67 
$522.69 

$11.19 $11.19 

$12.93 12.93 

$LUES TAR/ COVAD STAFF 

'ROPOSED RATES 
PROPOSED RATES 

NON- RECURRING NON- 
REC. I 11 I RECURRING 

I ADD'L II Including 
First I 

$27.71 I 
$36.501 

RECURRING 
ADDITIONAL 

I 

I 
$4.84 

54. a 4  

- 6 9 2  - 
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APPENDIX A RATE COMPARISON 
BELLSOUTH ATLT/WORLDCOM PROPOSED RATES 

PROPOSED RATES 

ELEMENT NUMBER & DESCRIPTION 

SLUESTAR/COVAD 
/RHYTHMS 

'ROPOSED RATES 

i 
STAFF 

PROPOSED RATES 

NON - 

f 
$183.34 

$6.71 $4 . a 4  

- 6 9 3  - 



DOCKET NO. 990649-TP 
DATE: APRIL 6 ,  2001 

ELEMENT NUMBER ti DESCRIPTION 

P.17.1 Nonrec. Cost for 
Extd. Loop or Local Channel 
and Interoffice Comb. - 
Switch-as-is -Disc. Only 

Nonrec. Cost- 4-Wire 56 or 
64 Kbps Dig. Extd Loop w/ 
Ded DSO Interoffice 
Transport - NEW 
Nonrec. Cost- 4-wire 56 or 
64 Kbps Dig. Extd Loop w/ 
Ded DSO Interoffice Trans - 
NEW- Disc. Only 

P.58-2 D.3.1 Interoffice Transport 
- Dedicate -DSO - Per Mile 

D4 CHANNEL BANKS 
Q.1 DQ CHANNEL BANKS CENTRAL 

OFFICE 
Q.l.l D4 Channel Bank Inside CO - 

System 
Q .  1.3 Unbundled Loop 

Concentration - ISDN (Brite 
Card) 

Q.1.4 Unbundled Loop 
Concentration - POTS Card 

APPENDIX A - RATE COMPARISON 
. 

BELLSOUTH AT&T/WORLDCOM PROPOSED RATES 
PROPOSED RATES 

RECURRING NON - NON - RECURRINQ NON- NON - 
RECURRING RECURRINU RECURRING RECZTRRINQ 
Including ADD'L Including ADDITIONAL 

F i r s t  F i r s t  (If 

$343.67 $178.91 

.~~ 

r $0.0098 

4 1  $2.27 

11 $0.4970) 

LUESTAR/COVAD 
/RHYTHMS 

ROPOSED RATES 

I 

i- 

STAFF 
PROPOSED RATES 

RECURRING 

$0.0091 

NON- 
RECURRING 
Including 

F i r s t  

$10.39 

NON- 
RECURRING 

ADD ITS ONAL 
{If 

$10.39 

$208.91 $140.63 

$100.33 $ 2 6 . 4 9  = 

- 694 - 


