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PLEASE STATE YOUR NAME, BUSINESS ADDRESS AM) POSITION 

TITLE. 

Mv nams is Jay 34. Bradbury. My business address is 1200 Peachtree Street, 

Suite S I I N .  .Atlanta, Georgia 30309. I ani employcd by AT&T COT. (‘‘AT&T”j 

as a Distnct Manager in the Law and Govemmenr Affairs Organization. 

PLEASE DESCRIBE YOUR EDUCATIOSAL BACKGROUND A” 

WORK EXPEFUENCE IN THE TELECOMWUMCATIONS INDUSTRY. 

I graduz:sd w t h  a Bachelor of A r t s  degrse from The Citadel in 1966. I h a x  

taken additic.nal undergraduate and p d u 3 1 s  c ~ u r s ~ j  at the Unilrsrsity of South 

Carolina mi Sorth Carolina State L-niwrsit) i n  Business and Economics. I 

samsll 3 I l a s r m  Certificate in Project M a n a g e m m  from the Stevens Lnstitute of 

Techn~‘i~7g). :n 2(1(3[). 

I have bssn smplo>ed in the telecommunications industry for more than th i r ty  

three \cars n i t h  XT&T. including fourteen (141 years u.ith AT&T‘s then- 

subsidian.. Swthem Bell. I began my  AT&T idreer in 1970 as a Chief Operator 

u-ith Soulhem Bell’s Operator Services Departmenr in Raleigh, North Carolina 

From 19-2 through 1987. I held vanom positions wthin Southern Bell‘s ( 1972 - 

19S-1) and ATkT’s (1984 - 1987) Operator Ssnxss  Departments. where I n as 

responsible for the planning engineering. implsmsntation and administration of 

personnel. processes and nehvork equipment used to proyide local and toll 

operator senices and directory assistance s s r ” s  in North Carolina. South 

Carolina, Kentucky, Tennessee and Mississippi. In 1987, I transferred to AT&T’s 
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External Affairs Department in Atlanta, Georgia, where I was responsible for 

managing AT&T’s needs for access network interfaces with South Central Bell, 

including the resolution of operational performance, financial and polic:. . ssues. 

From 1989 through Xojembsr 1992. I v, 3s responsible for AT&T’s rs.::ionships 

and contract negotiations with mdependent telephone companies with:: :?.t South 

Central Bell States and Flonda From November 1992 through .April : $93, I was 

a Regulatory Affairs Manager in the Law and Government Affairs D:-.-;mn. In 

that position, 1 was responsible for the analysis of industry propcsis before 

regulatory bodies in the South Csntral states to determine their impacr :: . \TkT’s 

ability to meet its customers’ needs with senices that are competi::.. z :?  pncsd 

and profitable. In April 1332. I t r ans f~ r r sd  to the .Accsjs . - ._r~rsnii‘nt  

Organization within A T k T ’ j  Sen\ ork Sen-ices Dii.ision as a \lana;s- - .\ccsss 

Prowsionrng and Slainrsnarcs. u ::h responslhllitb, for ongoins nix- ,;cr,isnt of 

processes and structures in place n ith Southnvestem Bell to asswe tk.:: ::j Ltccess 

provisioning and maintenmcs perfomiance met the needs of .\T&T‘s strategic 

business units. 

1 r  

In August 1995, as a Manassr in the Local Infrastmcmre z? .\ccess 

Management Organization. I became responsible for negc:: z . 3 g  arid 

implementing operational ageemsnts with incumbent local ssch;:;- carriers 

needed to support ATtsT’s enrry into the local telecommunications r-.::ks I \vas 

transferred to the Law and Government Affairs Organization in Jun: 1998. with 

the same responsibilities. 0 n c  of my most important objectives was :c msure that 

BellSouth provided AT&T with efficient and nondiscriminatory xcess  to 
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Bellsouth's operations Support Systems (OSS) throughout BellSouth's nine-state 

region to support AT&T's market entry. 

Begmning in 2002 my activities expanded to poi-ide continuing advice to AT&T 

decision makers concerning industry-n ide OSS, nehvork, and operations policy, 

implementation, and performance impacts to AT&T's business plans. 

Q. HAkT YOU PREVIOUSLY TESTIFIED BEFORE REGULATORY 

cohl~IIssIoxs? 

Yes, I haIs testified on behalf of -AT&T in numerous sx t e  puhlic utility 

commission proceedings regarding various nehvork and related issues, including 

arbitrations. pe r fm"nce  nisasures procesdnss. Ssition 2- 1 ?rocsedinys. and 

qualit! of  SSIWCS proceedings. in all nine s tass  ITI the BellSouih region. L also 

have :sjti5=d on behalf of . U & T  in procssdinss Ssfors t h s  FCC rsgardmg 

BellSouth's applications to provide in-region interL-%T?, Ion, 0 distance service. 

-4. 

Q. 

'4. 

WHAT IS THE PURPOSE OF YOVR TESTIJIOXY? 

My rebuttal testimony responds to portions of the testrmoq of BellSouth's 

witnesses -A. K a y e  Gray and Shelle>, W. Padgett. incIuding the supplemental 

direct tsstimon) of Shelley W. Padgett I also respond to portions of the direct 

and supplemental direct testrmony of ~ ' s r i z o n ' s  joint u itnesses. Orville D. Fulp 

and John White. 

The testimony of these witnesses contains (and repeats numerous times) 

terminology and concepts regarding the deployment of physical facilities (fiber 
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and copper) and the electronic components associated with them that obfuscate 

how high capacity loops and dedicated transport are actually provisioned. The 

witnesses then attempt to leverage ths confusion they have created to support a 

number of false conclusions about actual and potential loop and transport 

deployment in Florida. I will clar!fy the facts as the!, relate specificall! to 

AT&T's actual deployment of high capacity loops In Florida, md also 

demonstrate the fact that XT&T is ?:ot a self-provider of dedicated transport in 

Florida, and the fact that AT&T is not a wholesaler of either high capacity loops 

or dedicated transport in Flonda. Further, I w 1 1  discuss hou the muddle of 

terminology and concepts that BellSouth's and Venzon's Lvitness ha\ s m a t e d  

does not comport with the Tner,-,ial Review Order' (TRO), so thar any 

conclusions based upon thsss dsfe~r:~ 5 foundations do r, ?; support s i t hz r  ILEC's 

claims that i t  should be rslievsd of::- obligations to proiide hizh capxit! I ~ o p s  

and transport as L!nbundled Nern-ork Elsnisnts (LSE). 

Q.  PLE4SE IDENTIFl' THE ISSUES THAT \-OUR REB'C'TT,AL 

TESTIMONY ADDRESSES. 

My testimony provides information related to Issues 1, 2. 3 ,  4, 5 ,  7 ,  S. 9. 10. 11, 

13, 14, IS ,  16, 17, and 18. 

.A. 

' R e p r t  and Order and Order on Remand and Funh:.: Sotics of Proposed Rulcmlahns. I n  riw .\Iurrer of 
Rer :c-.t. of the Section 25 I Unbrrncilrng Obligations c:-!Jictiiiibetit Local E,rchangr Carriers (CC DockL~r ,Yo 
Ol-j-:?),  Implementation of the Local Cornperinon P*/2i*iSiorts of the Telecommunicarrons .4ci q f l Y l 4  CC 
Doc k t  No. 96- 98) Deployment of H 'i r ell n e Sen-1 c ec 0 fe I I  ng .4 h a  n ced Te Ieco m vi ii n I ca no ti s Capa b i 1 I h' 
(CC Lbcket No. 98- /47) ,  FCC So.  03-36 (rel. Aug 2 1. 2003). 
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FINDINGS REGARDING HIGH CAPACITY LOOPS AND DEDICATED 

TRANSPORT AND THE ASSOCIATED "TESTS" SET OUT IN THE 

TRO? 

Yes. Howeyer. before I do, I want to note for the Commission that the Florida 

Competitive Carrier Association (FCC.4)- of nhic'r. ATkT is a member, has 

sponsored the testimony of Mr. Gary J.  Ball. M r .  Ball's direct and rebuttal 

testimony contains comprehensive discussion of the FCC' findings and guidance 

contained in the TRO related to high capacity loops and dedicated transport. 

.\T&T'j view of the TRO is generally coT:jisttx; w t h  rhar presented in Mr. 

Gray's tsstimonl. Therefore in niy testinion) I wii; mly prowis  a summary of 

the relevant findings and guidance in the TRO. 

In the TRO. the FCC dstsmiinsd thar iiicuiiik~zt :i7cal exchange camers 

('*ILECs") musi cc'ln~iniit' to pro\-ids CLECs i i i t l i  L;;:SS ;c7 unbundled loops and 

dedicated transport at the DSl ,  DS3. and dark fiber capacity levels ("high- 

capacity loops" and "dedicated transport"). In s u p p ~ r t  of this. the FCC conducted 

a comprehensiw analysis that resulted in the dswmination that CLECs are 

impaired without access to high-capacity loops (including DS3 loops at up to two 

DS3s of capacity per customer location) and dsd ix rcd  transport (including DS3 

transport at up to 12 DS3s of capacity per routs) at the national level. In other 

u-ords, the FCC made a national finding that CLECs are impaired without access 

to DS1. DS3. and dark fiber high capacity loops (TRO cZOZ) and DS1, DS3 and 

dark fiber dedicated transport (TRO 7,259). A s  a result, the FCC rules require that 

competing camers have access to these types and capacity leiLels of unbundled 
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high-capacity loops and dedicated transport everywhere unless a state commission 

finds a Lack of impairment as to specific locations and routes. 

Recoguzing that there may be indh :dual customer locations or transport routcs 

’A here competitively pro\ isioned higF.-xpacity i o c . ~ s  and dedicated transport ha., 5 

been deployed to such an extent that CLECs mal. not be deemed to be impaired. 

the FCC developed a procedure kn~-~ ; -n  as the trigger analysis (“triggers”). Ths 

ps o triggers (self-provisioning and -.{ holesale) are intended to give ILECs m 

opportunity to demonstrate to their rspective state commissions that CLECs are 

m t  impaired without access to u r x n d i s d  hish-capacity loops or dedic3rtd 

rransport at specific customer locaticnj or on .YFCCZ$C dedicated transport r o u t s  

:-:: jpcclfic capacit). I S L - S ~ S .  

Tne FCC also pro~ides that ILEQ-  may artsmpt to demonstrate tha: zi7 

:nipairment mists for specific loop x m m s  or specific transport routes c i  CI 

: h u g h  neither the self-provisionins : x g a -  nor  the v, holesale tngzer has bscn 

satisfied by shoning that there I S  pottntral for CLECs to deploy such facilitlss 21 

specific capacity lewis at specific h i ld ing  locations and on specific dedicated 

~mspor t  routes (the “potential de$o>ment” analysis). However, the FCC 

rscognized that there is essentially likelihood that a CLEC would deploy !is 

c7n.n DS1 level facilities. either as Icops or transport. Therefore, o n l ~ ,  DSZ u d  

Dark Fiber facilities are eligible I:,: consideration in connection \i.ith ILEC 

potent i a1 dep lo y e n  t c 1 aims. 
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PLEASE DESCRIBE THE LOOP TRIGGERS AND THE KINDS OF 

FACILITIES THE COMMISSION MUST REVIEW IN APPLYING 

THEM. 

The local loop nehvork element is defined as a transmission facility between a 

distribution frame (or its equivalent) in an incumbent LEC central office and the 

loop demarcation point at an end-user customer premises, including inside wire 

owned by the incumbent LEC. The local loop nehvork element includes all 

features, functions, and capabilities of such transmission facility. Those features, 

functions and capabilities include. but are not limited to. k i rk  fiber, attached 

electronics (except those electronics used for the prosTisioning of advanced 

services. such as Digital Subscnber Line Access Mulriplesers ), and line 

conditioning. The local loop includss. but I S  not Iiniired to, DSI .  DS3, fibzr. and 

other high-capacity loops. 

To be relieved of thsir oblisation to provide local loops as an unbundled nehvork 

element to a specific customer location, an incumbent LEC must demonstrate, 

using one of the FCC’s specified trigger analyses. that ( 1 )  hvo or more 

competitive LECs have actually self-provisioned loops to that location at the 

appropate  capacity level or that (2  1 t i \  o or more competitiw LECs are proLiding 

wholesale high-capacity loops at the appropriate capacit) level at a specific 

location. In addition. the FCC has held that the wholesale tngger only applies to 

DS1 and DS3 loops. but not to dark fiber loops. The following table summarizes 

the Commission’s responsibilities under ths  loop triggers: 

7 



LOOP TRIGGER AIv.4LYSIS 

The Presence of: 

i 

Trips the Following Loop Triggers and 
May Establish a Finding of No 

Impairment @ the Specific Customer 
Location 

1 DS1 

X I S  I 1 2 Self Providers @ a specific customer 1 1 

~ ~ _ _ _  

DS3 TDark  Fiber 
I 

i location. 
1 I 

1 2 Wholesale Providers @ a specific 
1 

I 

s I x ! 

3 Q. 

4 

1 -4 

6 

s 

9 

10 

I 1  

12 

13 

13 

DO YOt' H-AI'E SIILIILAR DEFINITIOY ASD TABLE FOR DEDIC,ATED 

TRLYS PORT? 

1 - 2 s  Dedicated interoffice transmissm facilities (dedicated transport) z-2 

facilities dedicated to a particular customx or carrier that are used to pro[:& 

dedicated transmission paths between pairs of incumbent LEC central offices c7r 

wire centers without the use of an) swwhing. Incumbent LEC transmisxan 

facilities include all technically feasible capacity-related services including, but 

not limited to, DS 1, DSZ, dark fiber and OCn levels. However, the FCC held :?at 

CLECs are not impaired in the absence of KCSSS to OCn facilities (proi.ided T?.X 

dark fiber is available) for dedicated trans?ort. and that CLECs are not impairtd 

ni thout  access to DS3 level facilities abm 5 a maximum of 12 DS3s of c a p a c p  

per dedicated transport route. 
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3 Self Providers on a specific ILEC CO 

2 

I 
x 

3 

I 

2 WhoIesale Providers on a specific X 
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ILEC CO to ILEC CO route and having 
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To be relieved of their obligation to provide DS1, DS3 or dark fiber transport as 

an unbundled network element on a route between two specified incumbent LEC 

central offices or wire centers, the incumbent LEC must demonstrate, using the 

FCC’s specified trigger analyses, that (1 )  three or more competrtive LECs have 

actually self-provisioned dedicated transport at the appropnars capacity letreIs 

(less than 12 DS3s) on that route or (2) two or more non-affiliated competitive 

LECs are providing Lvholesale dedicated transport services at the appropriate 

capacity level (less than 12 DS3s) on the specific route. A route is defined as a 

connection betn e m  WJ ire centers ( A  and 2) Lvith the conrJtctic_7n at both and 

Z terminating in a collocation and able to provide transpor: mtc7 or out of each 

n i r e  center. The foliowing table thus summarizss ths Conmission’s 

responsibilities under the transport tri,, Owt-s: 

T FWY S PORT T RI GG E R -43 .A LYS IS 

1 The Presence of: Trips the Following T tansport Triggers i 
l and May Establish a Finding of N o  
; Impairment on the Specific ILEC C O  
1 to ILEC CO Route 
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IS THE ILEC'S OBLIGATION TO PROVIDE UNBUNDLED DS3 HIGH 

CAPACITY LOOPS AND DS3 DEDICATED TRANSPORT LIMITED AS 

A RESULT OF THE TRO? 

Yes. An ILEC is obligated to provide on1)- Z DS3 loops to a given customer 

location for a given CLEC (TRO 7 324) and c7:1y 12 DS3s of transport on a given 

route to a given CLEC (TRO 7 388). Thu3. a carrier having one or more 

custmers at a given location with a combined demand requiring 3 or more DS3s 

mat: not obtain more than two DS3s from the ILEC as a UNE, and a canier that 

has zgegated  demand at a collocation requ:r.?g 13 or more DS3s of dedicated 

t ra rqor t  may not obtain more than 12 DSZs ?,-?I the TLEC as a LYE. 

\\X€l* SHOULD THE C O ~ l ~ l I S S I O S  BE INTERESTED IS THESE 

LIWTS? 

T h s x  limits establish \\here and to what s\:?rnce the Conmission must look in 

app:;mg both the trigger Iests and potential dsFioynent tests. 

PLEASE EXPLAIN. 

In sstting these limits, the FCC has made d-x determination that CLECs are not 

irrFaired in their ability to deploy DS3s icy hi$-capacity loops and dedicated 

trcsport at certain quantity levels. Thus ths lLEC must demonstrate under the 

tngssr tests that the requisite number of CLECs have deployed DS3s while only 

providing quantities that are at or heloii, the 1 DS3 limit for high-capacity loups 

and 12 DS3 limit for dedicated transport. Eudence that any number of CLECs 

10 
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have deployed, for example, 4 or more DS3s to a customer location or 13 or more 

DS3s of dedicated transport between a pair of ILEC central offices does not 

demonstrate that any othsr CLEC is not impaired economically i f  it  needs to 

build, fiom scratch, 1 or 2 DS3s to s e n e  a customer location or fewer than 12 

DS3s of dedicated transport bsnveen a pair of ILEC wire centers. 

For example, under the h a - c a p a c i t y  loop self-provisioning tnggers test, the 

ILEC must demonstrate rhar 2 CLECs have actually constructed facilities that 

serve only 1 or 2 DS3s of demand at a specific customer location In order to 

obtain relief from proi i d r ?  unbundled high-capacity loop facilities at those 

capacity levels to anv oths: CLEC. It’ the ILEC identifies two CLECs that have 

built  high-capacity loop : x i  m e s  IO a custonier location each providing 6 DS?s. 

such information is not p s r x n t  to rhs self-deploy”t triggsr and the tn== oocr test 

has not been met. This - 5  bec3uss thi. FCC detemiinsd :hJt CLECs are not 

impaired in constructing fxdities at that (6  DS?) capacity level Contrary to the 

ILECs’ claims, this makzs perfect sense. I f  complete unbundling relief were 

granted in such circumsimxs. i t  would permanently prechde all CLECs whose 

business plans and marketing efforts are directed to seming smaller enterprise 

customers whose demand :5 at the 1 to 2 DS3 level of capacity from utilizing 

ILEC unbundled high-c3pz::ty loop facilities. Such an outcome is not consistent 

. .  

11 
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with the goals of the TRO or the obligations of this Commission to foster the 

development of competition2 

As FCCA‘s witness Mr. Gary Ball discusses more comprehensively in his rebuttal 

testimony. also being fiied toda?, these capacit). limits also play a sigificant role 

in evaluation of any potential deployment claims made by the ILECs. As 

discussed by Mr. Ball, in any potential deployment cldim at the DS3 capacity 

Level, an L E C  must demonstrate that the competiths providers would earn 

sufficient revenues relative to their significanr fixed and sunk costs of providing 

hvo (or  f e w r )  DS3s of traffic for high-capacrth loops IC a building location or 12 

(or fewer) DS3s of traffic for dedicated transport b e r w e n  ILEC wire centers 

Thsss ars :he m a ~ i n i u n i  amount o f  liigh-capmty loops and dedicated transport 

that CLECj  may purchase as LXEs undsr the TRO. 

13 Q. N’H-AT H_iVE BELLSOUTH A\ND F7ERIZOY REPORTED ABOUT AT&T 

14 IN THEIR VARIOUS DIRECT ,C%D SC‘PPLEJfENTAL DIRECT 

15 FILIYGS? 

16 A. The followng table summarizes the ILECs’ reporting: 

17 
18 

BELLSOUTH AfiD VERIZOY REPORTING OF AT&T‘s HIGH CAPACITY 
LOOP AVD DEDICATED TR4SSPORT TS FLORIDA 

Rcllef under the  holes sale mgger, however. may be available i f  at least rixo of the “large” pro’. tders at 
the locahon meet the requirements for the wholesale tnggers. because m such cases the “small” CLEC m i l l  
have mulhple ophoa  to the ILEC‘s special access s enxcs .  

12 



BellSouth 

I Verizon 

8 

I 
1 

DS1 DS3 Dark Fiber 

M' ( 1 4) ~ SP&W(14) SP (14) 
L i 

S P  ( 5 )  , s p  (9) 
\ 

1 

9 

Dedicated Transport 1 
I Route Reporting by: 

10 

Reports AT&T as Follows: 
Type of Provisioning (SP or W), with Number of 

[Collocations] and Number of (Routes) 

I 1  

12 

13 

14 

Reporting by: I Type of Provisioner (Self-Provisioner (SP) or 
Wholesaler (W) and Number of Locations 

I I 

I DS1 DS3 Dark Fiber I 

1 

j j i -  1381 (434)* SP & i\' [38] SP & W' [38]  i 
I (434)* (434)* 

BellSouth 

Yerizon \\. [F]  (10) SP [SI (10) ' SP [5] (10) 
~ \Y [SI (15) \i' [6] (15) 

* Thsre is a mathematical s-ipression for betsmiinmg the number of routes nscessar>- to 
dirzctly connect any number of poims. : n ~ i n m  ( TI- I ) divided by 2 : . This calculation can 
not be used in this table to find the numbsr  of routes reported in BellSouth's terr i toq as 
the reporting covers several LATAs in 1 s  hich the routes must bs calculated 
independently. The formula does. hou CL.5;. apply to Verizon's reporting. as all those 
collocations are in the same LATA. Sources: BellSouth - Supplemental Exhibits 
SWP-I through SWP-IO. Verizon - Supplemental Exhibits F-l through F-5 

Q. THIS SUMMARY TABLE REF'EALS THAT BELLSOUTH HAS 

RJ2PORTED AT&T .AS BOTH -4 SELF-PRO~'1SIOXER =L\D .A 

WHOLESALER OF BOTH HIGH C.AP=ICITI' LOOPS AND DEDIC-4TED 

TRAIWSPORT AND TH-AT \'EF&ZIOX H.4S FLEPORTED AT&T AS A 

SELF-PROVIDER OF HIGH CAPACITY LOOPS AND DEDIC-ATED 

T M S P O R T  AND ,4 WHOLESALER OF DEDICATED TWKSPORT. 

DO YOU AGREE \VTTH THIS REPORTING? 
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No. AT&T is not a wholesaler of either high capacity loops or dedicated 

transport. In addition, AT&T is not a self-provider of dedicated 

transport as that functionality is defined by the TRO. Both BellSouth 

and Verizon knew this information well in advance of the preparation of 

their supplement direct testimony and exhibits. Moreover, all of the high 

capacity loops that AT&T has deployed at the identified locations are 

were provisioned to carry in excess of the 2 DS3s, the maximum limit 

for DS3 U3T high-capacity loop availability set by the FCC in the TRO. 

Accordingly. the data and information presented by both BellSouth's and 

Verizon's rsgardinp *4T&T does not denionstrate that A T k T  qualifies as 

a self-proi idsr "tns!gsr fimi" for purposes of the trigger analyses. 

Additionall!. ths  inclusion of this information in the ILECs' cases with 

k m w l d g p  thz l  i t  n - a s  contrary to infomiation protided b>- AT&T in 

discoLVe5. and without even a mention of that fact (or an! other attempt 

to address this essential issue) creates a serious concern regarding the 

accuracy and reliability of the ILECs' other infomation and their 

commitment to presenting a case that complies with the requirements of 

the TRO. hdeed.  the inaccuracies in n h a t  was reported by BellSouth 

and Venzon. which I w i l l  discuss later in my testimony. should cast 

serious doubt over all the information the ILECs h a w  presented for 

consideration in their trigger claims regarding high-capacity loop and 

dedicated transport self-providers and wholesalers. 

14 
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Q. PLEASE EXPLAIN WHY YOU MVE STATED THAT AT&T IS NOT A 

WHOLESALER OF ElTHER HIGH CAPACITY LOOPS OR 

DEDIC4TED TRANSPORT. 

AT&T has made a business decision r i a  to offer dedicated transport facilities to 

other CLECs connecting to an); ILEC x i r e  center in Florida. AT&T thus cannot 

qualify as a wholesale supplier of dedicated transport even if ATkT had 

dedicated transport facilities as defined by the TRO, which it does not. G I w i l l  

explain below, 

-4. 

In fact, as AT&T has explained in its discovery responses provided to B:Xouth 

and Venzon, AT&T does not sdf-proiride a?zy “dedicated transport” facilities in 

Florida as that term 1s defined In the TRO. The only transport faBciii:;ts that 

AT&T has self-provisioned in F h n d a  are entrance facilities that connect zn ILEC 

i\ ire center and AT&T‘s o w  w ~ c h  - -  uhich are expressl! cscllicic,: ::an the 

re\.ised definition of dedicated transport under the TRO. TRO 77 365-6- 

. .  

Voreover, ATglT’s local fiber nehvorks are not configured to enable ii :3 carry 

traffic from its collocation facilities in one ILEC wire center to its cohcation 

facilities in another ILEC iL-ire center passed by its fiber ring. The .\T&T 

network. as are most CLEC nemorks. is more logically thought of as a hub-and- 

spoke arrangement where traffic flows fTom the AT&T collocation arraf., Jement 

to the AT&T local switch. This is a central-point-to-any-point architecturs. not an 

any - poin t - t o -any- poi n t arc hit ec ture . 
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The reason for this architecture is simple. There is hsufkient demand for AT&T 

to self-provision DSI or DS3 dedicated transport between ILEC wire centers. In 

fact, ,4T&T buys access from BellSouth and Verizon to connect many of its off- 

net collocations to AT&T's fiber network. Given that any wire-center-to-wire- 

center demand is not likely to exceed 12 DS3s on an]* clns particular route i t  is, in 

most instances, more economical to purchase these facilities from the ILEC rather 

than to self-provision the facilities The fact that nire center to wire center demand 

is not likely to exceed 12 DS3s od demand and justify self-provisioning of 

dedicated transport is cont imed by the FCC's national finding that C L E O  are 

impaired for transpor? below 13 DS2s per CLEC and per routs.  Rather, AT&T's 

fiber transport nehi ork is configured to flow traffic bsnt e m  an AT&T switch and 

( 1 )  ather an ILEC tandem or end office w i t c h  =.;ample. for purposes of 

interconnection) or ( 2  an .-liT&T collocation arrmgsmsnt at an ILEC \\.ire center. 

The latter is commonly known as "backhaul" traffic mii 1s discussed at length in 

mv and other's testimony in the Mass Market Sumhmg Docket No 030851-TP 

(See also Exhibit KO . JMB-Rl, AT&T Ex Pans Lstter of Sovember 25. 

2002, to the FCC.) 

The backhauling of traffic to a CLEC sivitch is the defining characteristic of 

modem CLEC nehvorks. The FCC has ruled that the facilities used by CLECs for 

backhaul are not "dedicated transport" for purposes of access to unbundled 

nehvork elements under 5 251(~)(3)  of the Te1ecom"cation.s Act of 1996. 

TRO 17 365-67. 
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In terms of the FCC’s self-provisioning triggers for dedicated transport, therefore, 

the AT&T fiber facilities connecting AT&T’s collocation arrangements with the 

,AT&T switch that are in place cannot reasonably be construed to begin m d  

terminate at two collocation arrangements at ILEC wire centers. As a result. 

AT&T’s self-provisioned transport fails to meet the requisite definition of a 

dedicated transport “route”, as that term is used in the TRO. In addition. there is 

no evidence that ATgLT meets the requirement of being “operationally ready.. r3r 

is “immediately able to provisian” dedicated transport service between each of the 

xtits of collocation arrangements claimed by BeiiSouth and k i z o n .  

Nor is it permissible under the TRO to assert that hvo such paths - for e w n p l e .  

between collocation A and ATkT s w t c h  S. m d  bctueesn c o h a t i o n  Z 

. U & T  switch S - could be cobbled rogethsr at the location ui w i t c h  S io 

constitute a dedicatsd transport mute  i?smc.en and Z. .A i:;inspon cir;uir : k i t  

requires the intervention of a snitch b s t w m - ~  2 locations is. by delinition. not a 

dedicated transport route as descnbed in the TRO. A switchsd route does nor tit 

the definition of “dedicated” transport. 

.All of AT&T’s transport routes in Flonda are “entrance facilities“ that directly 

connect an ILEC wire center to the AT&T switch and do not qua l ib  as dsdicaxd 

transport under the TRO. ATBLT has no facilities in Florida that direct1)- c o n x c t  

two ILEC wire centers. Thus. AT&T has no dedicated transmission F X ~ S  

between ILEC wire centers; rather. such connections can only be made through its 

switch, whch is not dedicated transport. 

17 
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Thus, AT&T has not self-provisioned any dedicated transport between two ILEC 

wire centers, which is the only transport defined to be “dedicated transport’’ in the 

TRO. Because AT&T does not self-provide any dedicated transport, it does not 

qualify as a “self-provider” on any transport route in Florida and therefore cannot 

be considered a nholesaler of dedicated transport on any of the routes listed by 

BellSouth or Verizon. 

AS SUPPORT FOR THEIR POSITION THAT .IT&T PROVIDES 

WHOLESALE TR;L;KSPORT, MR. FULP ASD MR. WHITE OF 

\‘EFUZOK POIYT TO STATEMESTS 03 AT&T‘S OIj?i \\-EBSITE. .ME 

THEY CORRECT TO FWLY OK THESE ST-ATEJIEYTS TO SUPPORT 

THEIR POSITIO>? 

No. ,AT&T does offer S U I I I P  senicss on a wholesale bzj ls  10 other camers. 

including some that involve forms of iransport. Hou sxr.  .U&T does trot offer 

at wholesale an! sen-ices that fall under the TRO‘s definition of dedicated 

transport. 

17 

18 

19 

20 

21 

22 “dedicated transport.” 

23 

Carriers that obtam transport senices  from AT&T desire a particular kind of 

transport. The!. u n t  the ability to move traftic behveer, hw- siritches to an 

ILEC wire cenre:. which does not comply with the dslinition of dedicated 

transport created in the TRO. In fact. AT&T never has ofkred transport behrwii 

two ILEC wire centers, which is the only tdype of transport defined in the TRO as 

18 
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MS. PADGETT OF BELLSOUTH .%SO ASSERTS THAT AT&T IS A 

WFIOLESALE PROVIDER OF' HIGH-CAPACITY LOOPS. DO YOU 

.AGREE WITH MS. PADGETT'S CONCLUSION THAT AT&T IS -4 

\\XI OLE SAL ER 0 F HI G H-C AP AC I TI '  LOOPS ? 

So. There is a simple reason AT&T does not satisfy the wholesale trigger for 

loops: AT&T offers no high-capacitl :oops at wholesale. AT&T has made a 

choice not to engage in the wholesale k m e s s  of providing hiph-capacity loops to 

other carriers. 

-\gain, this information was a\.ailab.t 10 both BellSouth and Verizon u.eU in 

xivance of their supplemental direct rrximony in the form of discai-ery responses 

made by ATG;T. 

I-OU HAVE ST-iTED TH.1T -4TA.T IS -4LSO NOT A4 SELF-PRO\-IDER 

OF DEDICATED TR-CSSPORT -AS DEFISED BY THE TRO. I?; 

DISCUSSING THE FACT THAT AT&T IS NOT A W'HOLESALE 

PROVIDER OF DEDICATED TRANSPORT, YOU PROVIDED 

13FORMATION SUPPORTING YOUR STATEMENT. IS THERE 

ADDITIONAL IfiFOR%LATIOS 1-OC W'OLLD LIKE TO PRESEST 

REGARDIXG BELLSOUTH'S A N I  VEFUZOS'S REPORTING OF AT&T 

.AS A SELF-PROVIDER OF DEDIC-\TED TR&VSPORT? 

Yes. Both BellSouth and Verizon %-e chosen to ignore AT&T's discow-y 

responses in which AT&T specilkal::, denied that ,4T&T self-provides dedicated 



1 

2 

8 

9 

10 

1 1  

12 

13 

14 

transport as defined by the TRO. They M h e r  fail to infonn the Commission that 

they have ignored these discovery responses or their reasons for doing so. 

Generically, dedici:sd transport is any carrier transmission facility that is 

dedicated to a p x x u l a r  customer for the provislon of telecommunications 

services and requms no switchmg. I t  is contrasted to “cc7mon’’ or “shared “ 

transport, which is 3 facility that may be shared among a number of customers 

and always requires t?t use of some form of switching.’ 

Despite .“IT&T’s c. .Aicit  denial that i t  provides its OK dedicated transport 

betn+esn tLEC WT? :znters on 11s local fiber nnss, both BeilSouth and Vsnzon 

have elected to ass.:-.= that each %her based”. or “on-net” idlocation AT&T has 

in a LATA (Bells: -5) or 1n an \ ISA (Verizon) has dei.;ated connectivity to 

e \ e q  other col1ocz:::n operated by AT&T. It  appears tha: the!’ have made this 

same assumption -.:..:A regard tr_7 orhsr CLECs whom t k >  h n e  identlfied as 

having fiber-based CY on-net collocations. 

15 Q. DOES XT&T SELF-PRObXDE HIGH C..IPACITY LOOPS TO 

16 CUSTOMER LOC-ATIONS TO PROVIDE 1 OR 2 DS3S OF SERVICE, 

17 WHICH WOL-LD N E E T  THE FCC‘S TRIGGER TEST 

18 REQUIREMENTS? 

19 A. 

20 

21 

KO. When AT&T :s deploqing its own loops, it  faces not anly all of the hurdles 

that it faces wher. 5uilding interoffice transport. but a number of additional 

hurdles as well. Bt;ause loops generally serve only a single location (and often 

Tlus is only natural, because nktnever a cucuit 1s suxched it ceases to be dcckated to the use of a 
particular customer. 

20 
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only one or a few customers at that location), it is even more difficult to 

accurately identify instances where the potential demand, the costs to build, and 

the difficulty of construction indicate that AT&T should make the investment ir. 

self-provisioning highcapacity loop facilities to a building location. 

,4T&-T has determined that it is - at best - rarely economic to deploy a high 

capacity loop to a customer location unless there are at least 3 DS3s of traffic and 

revenue committed from that location‘. And, in fact, none of the self-provisioned 

loop facilities that AT&T has built in Florida provides less than 3 DS3s of 

sen.rce. -4s a result, these self-provisioned high-capacit) loops do not quaiifj 

undsr  the triggers test in the TRO and are not indicative of the ability of an] 

CLZC to self-provide either 1 or 2 DSSs to a cusmmer location under a potentii 

dsyhqmsnt claim by the ILECs. 

Q. YOU HAVE STATED THAT BELLSOUTH h Y D  VERIZON BOTH 

K?TW THE FACTS COIVCERKING .\T&T’S WHOLESALING POLICY 

NOIV-DEPLOYMENT OF DEDICATED TRANSPORT \!ELL 

BEFORE THE SUBhlISSION OF THEIR RESPECTWE 

SCPPLEk1ENT.a DIRECT TESTIMOW FILINGS. PLEASE EXPL,US. 

Ths facts concerning these issues were prouded in responses to BellSout!. 

d isxvery requests, filed on Kovember 4. 3003 and December 15, 2003, and IT. 

reqonses  to the Commission Staff filed on January 6, 2004; there slmply 1s nc 

reason for BellSouth and Venzon to have misrepresented the facts other than the 

-4. 

‘ See E h h r :  So . M B - R l ,  AT&T Ex Parte Letter of SoLember 25,2002. IO the FCC. 
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obvious one: since the facts did not support their case, they elected to ignore 

them. The ILECs fkilure to note AT&T’s actual answers to the discovery served 

or to make any attempt to demonstrate any defects in AT&T’s responses is a clear 

indication that the ILECs simply do not care what the facts are Verizon did not 

even seek to serve discovery until it was too Iate for any respcxes to be used in 

the preparation of its initial direct testimony. This sort of behavior by BellSouth 

and Verizon demonstrates a blatant attempt to shift their b u d x i  of proof to the 

CLECs and should cause the Commission to question the intent of both BellSouth 

and i’erizon to construcr their cases regarding high-capacity k o p  and dedicated 

transport triggers in compliance with the requirements of the TXO. 

Q. YOU HA4\’E STATED THAT THE ILECS’ REPORTED IXFORMATION 

ABOUT ,4T&T ALSO CONTAINS INACCURACIES. PLEASE EXPLAIN. 

As explained above the Cornniission cannot consider AT&T a self-provider or 

wholesale provider for purposes of BellSouth’s or Venzon‘s ha-capacity hops 

and dedicated transport trigger claims. It should further be r-oted that even the 

data regarding AT&T that was presented by BellSouth and Verizon contain 

significant inaccuracies. These inaccuracies should cast finher doubt on the 

accuracy and reliability of the information presented by BellSouth and Verizon 

concerning the other CLECs that they have identified as trigge: candidates. 

Q. WHAT ARE THE INACCURACIES IN THE INFORLLATION THAT 

BELLSOUTH AND j-ERIZON HAVE PRESENTED WITH REGARD TO 

,4T&T? 

22 



Both BellSouth and Verizon claim to have constructed their dedicated transport 

LATMLEC 

route determinations based upon the CLECs deployment of “fiber-based” or “on- 

Reported 1 Actual Active 1 Reported ILEC I Maximum ’ 

Number of ’ On-Set 

Collocations per ATSrT’s Routes 1 Possible* I 

l Discoren Possible 
l Response 

i 

On-Net 1 Collocations 1 Calculated 1 Routes 

3 
1 

T 

net” colIocations. A s  demonstrated in the table below, both have provided 

inaccurate data concerning the number and location of AT&T’s on-net 

collocations. 

6 
I 

Orlando I I 

Beli South I , 

I I I 15 
I 

I ! , 
SE Florida ~ 29 406 
BellSouth I i 
Tampa 1 S P 5  I 1 SP 1 C I  , 

I I V m z o n  I 6 I u- 1 5  
*This IS a calculation o f the  maximum possible number of routes. it IS not the 
number of routes actually in existence, M hich in all cases for A f & T  is zero (0) .  

*** End Confidential - Shaded Cells Contain Confidential Information 

Thus. even if AT&T did provide dedicated transport be twen ILEC wire centers. 

whlch it does not, BellSouth’s inaccurate reporting overcounts on-net collocations 

b! * * *  Begin Confidential * * x  *** End Confidential *** and asserts that the 

tnggers are met on *** Begin Confidential *** *** End Confidential *** 

routss that can not possibly exist 

There is no reason 10 believe that the same types of errors do not exist in data 

presented by BellSouth and Verizon regarding the orher CLECs’ on-net 

collocations. The burden to produce accurate data in this case is on BellSouth and 
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Verizon who are rapred to present evidence to overcome the FCC’s national 

finding of impairment for high-capacity loops and dedicated transport. They have 

simply failed to do so in this case and should not be allowed to shift that burden 

onto the CLECs. 

ONE OF THE “THEMES” IN THE TESTIMONY OF MR GRAY XVD 

MS. PADGETT OF BELLSOUTH. XXD OF MR. FULP A3iD MR WHITE 

OF VERIZON, IS THAT A CARFUER HAVING AN OCN FACILTTY IS 

“OPERATIONALLE~ READY” TO PROVIDE LOOPS .ASD!OR 

TRLVSPORT AT THE DS3 AXD DSl LEVELS. IS EFFECT, THEY 

EQUATE OCN F.KILITIES AS BEIlVG DS3 AND/OR DSI FACILITIES. 

DO YOU AGREE? 

No. Both BellSouIh’s and i’srizon‘s 11 iinesses agree that thsre is addxonal .  

unique equipment t i m  must exist for dsdimted DS3s and DSls  io esis: s n  ;in 

OCn facility. But they Then go on to attempt to tnvialize rhis need. 3 I r  Gray 

does this in two w > s  On page 4 of his direct testimon! he states thz: such 

equipment components “are relatively inexpensive, are w d e l y  available and can 

be quickly installed“. Second. in his svhibits (AWG-2 and XVG-5 I .  while 

admitting that there are hvo ends to each dedicated loop or transport rouIs. he 

depicts onIy one end in a manner that over simplifies reality. 

21 

-- 7 ’ )  

23 

While there are a number of vendors that manufacture the required equipment 

components, they are not free. cannoi be procured at the comer electronics store 

and are not self-installing. Each application to “channelize” an OCn facility to 
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either a DS3 or DS1 level requires design, engineering, procurement, and 

installation. Where the installation is to occur in an ILEC wire center, it must be 

performed by installers certified by the ILEC and coordinated with the I L K  

under the secunty requirements that they have inqosed on CLECs. 

In Exhbit No, , JMB-R2, I have replicated portions of Exhibits AWG-2 and 

AWG-5 and then combined them in ways that bztter depict the full requirements 

for channelization. Without the full complezxnt of specific DS3 and DS1 

equipment at both ends of either a loop arrangsment or a transport arrangement, 

the exchange of DS3 and DS1 signals is simp11 x t  possible. 

I f  AT&T were to be a self-provider of dedicatsd transport. which it 1s not. using 

the BellSouth data discussed above, AT&T uc i ld  h a * e  to Invest in 406 pairs of 

DS3 and DS1 equipment in the Southeast F.onda LATA alone to have the 

channsiization that BellSouth simplj, assumes 1.;. ~ u l d  c u s t  

In addition, to be operationally ready to provias or offer DS3 and DS1 services, a 

CLEC must develop and invest in Operatiozs Support $.stems, methods and 

procedures, and a sales and marketing effon. all of which are conveniently 

ignored in the BellSouth and C'erizon tsstirrony. FCC,4's nitness Gary Ball 

provides additional detail on this aspect of c?srational readiness in his rebuttal 

testimony that is also being filed today. 
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ANOTHER THEME IN THE TESTIMONY OF BOTH ILECS IS THAT 

THE FACT THAT THERE IS LIT FIBER MEANS THAT THERE IS 

AVAIL-lsLE DARK FIBER DO YOU AGREE? 

No. MI. Gray makes the statement that ”CLECs typically deploy 144 fiber 

strands or more when extending a cable to large commercial buildings or ILEC 

wire centers.” (Gray, Direct, page 9, lines 3 - 2 3 )  Ms. Padgett states “our billing 

records mdicate that most CLECs that pulled fiber into BellSouth’s wire centers 

requested 2 cables of 24 strands each. leaving plenty of spare strands to 

wholesis.” (Padsett, Direct. page 19, lines 16- 19) Venzon’s Lvitnesses Fulp 

and Vhts at page 22, lines 2-2 of their joint d w x t  tsstimon!. state ”evidence of 

$lit’ fibsr automatically is evidsnce That a camer has self-provisioned dark fiber.” 

None of these statements actually dernonstrms that there is any a~ai lab le  dark 

fiber or, any specific routs. or ID any specific building. 

Mr. Grq’s and Ms. Padgett’s testimony do. hon-eLVer. help to illustrate some of 

the problem. If a physical fiber ring contains. as Mr. Gray states, 144 strands. and 

if at ewry wire center it  passss, the CLEC pulls 2 cables of 24 strands each (35 

strands) into the building, as Ms. Padgett states, something has to give. In 

actuallr-. not all strands pullsd into a building (either customer location or w r t s  

center) are in fact connected to the nng. The connection bsh\.een the ring and any 

buildins is commonly called a “lateral.” X h l k  a CLEC may build its lateral \\.irh, 

for example, 24 fibers, only the fibers necessac- to deliver service are spliced into 

the ring. Once a ring fiber has been spliced to a lateral i t  is either “lit” or ‘bdark,‘’ 

but most commonly “lit.” If a ring fiber has not been spliced to a lateral or %t” 
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directly when it passed through a collocation or a building directly on the ring, it 

is simply  available", not dark. Un-spliced fibers, left “dead” are available 

dark fibers. 

PLEASE SUMMARIZE THE KEY POINTS OF >-OUR FLEBUTTAL 

TESTIM0lr;Y. 

AT&T is not a wholesale provider of either high capacity loops or dedicated 

transport. AT&T is not a self-provider of dedicated transport. The high-capacity 

loops that AT&T self-provides all carry three or more D S h  of demand and 

therefore are not relevant as self-provisioning triggers under the prsscnbed actual 

deployment rzsts and provide no probative data for use in rhe prescribed potential 

deployment analysis. The ILECs were aware of. but chose to ignore, the facts 

about .\TATS operations in Florida. The ILECs‘ actual r e p o r t q  contains 

siyificant ixccuracies.  The ILECs’ conclusions that UCri facilities are the 

equivalent of DS3 and DS 1 facilities. and that dark fiber must exist because there 

is lit fiber. are incorrect. The ILECs have failed to provide the evidentiary 

demonstration required by the FCC in the TRO for relief of their obligations to 

provide high-capacity loops and dedicated transport as UNEs. 

DOES THIS CONCLVDE YOUR TESTIhIONE’? 

byes, i t  does. 
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Suite 1000 
1 120 20th Street NW 
Washington DC 20036 
202 45- 3120 
FAX 202 457 31 10 

Joan Marsh 
Director 
Federal Govemment Affairs 

Kovember 25,2002 

Ms. Marlene Dortch 
Secretary 
Federal Communications Commission 
4-45 12’ Street, S X .  Room TWB-204 
Washington, DC 20554 

Re: Not:cs of Oral Ex Parte Cornmunicat~on. ir. the hfsrter of Revieix af the 
Sectron 25 L Unbundling: ObliPations of 1ncumber.t Local Exchar.Ee 
Camers. CC Docket Nos. 01-338, 96-98 236 98-14? 

Dear Ms. Dortch: 

L~I recent -partes, ATBLT has stated that the absoiut: mnlmum “ c ~ o s s c ~ e r ’ ~  point 
at which i t  becomes economcally rational for a requesting competitive carrier to consider 
constructing its OWTI interoffice transport facilities is reached when the camer  can 
aggregate approximately I8 DS3s of m a l  traffic in a Local Sewing Of ice  (LSO), 
including all local, data, exchange access and interexchange traffic routed through the 
office. At Staffs request, AT&T has developed a detailed explanation of the metLhodoiogy 
used to develop that estimate which can be found in Attachment A to this lettei. 

One of the cntical points to note is that in developmg the  c crossover" point, AT&T 
did no! attempt to assess the ILECs’ TELRlC costs of providing transport to themselves 
and their afiliates land thus the actual cost disadvantage h a t  requestlng carriers face in 
using such facilities to offer services that compete with the ILECs’ services). Rather, 
AT&T compared the costs of provisioning its oun transport to its average costs for 
purchasing lLEC special uccess services, which are admittedly no1 offered at cost-based 
rares. Indeed, they are priced at exorbitant levels. Thus, h:s analysis 1s highly favorable 
to the 1LECs. Given that TELRlC costs are actually betw e n  half and wo-thirds of the 
prevailing special access rates, the crossover poin: for faciiities consmctlon necessary for 
a competitive carrier not paying special access rates fo achieve cost panty with the ILECs 
is between 28 and 36 DS3s of total traffic. See Attachment A. 

Docket No. 03OS.Z-7 
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As is also obvious fiom Attachment A, transport ‘an rep- a high 
fixed cost. Moreover, nearly two-thirds of interoffice transport costs are fixed’ nus, a 
carrier cannot be expected to begm construction of its own transport facilities until it is 
reasonably c e m n  that it will have the necessary scale to recover its constmctmn costs.’ 
Otherwise, such construction would slmply be wasteful. 

In this regard, rt is essential that CLECs be able to acheve a cost structure 
comparable to the ILEC’s even where the incumbent’s exisung prices are well above costs. 
Where a CLEC has significantly higher costs than the ILEC, t h e  CLEC knows that the 
ILEC could simply drop its pnces below the CLEC’s costs, but still above the ILEC’s 
costs, and remain profitable. But by setting prices below the CLEC’s costs, the ILEC 
would make it impossible for the entrant to remain economically viable. The prospect of 
such a pricing strategy is particularly high where, as is the case for services provided to 
businesses, t he  ILEC can price discriminate. T h s  allows the ILEC to lower prices 
selectively, i.e., only to those customers that could potentially be sewed by the CLEC, and 
thus to keep pnces high for all other customers. Thus, because transport constitutes a 
sizeable percentage of the overall cost of teiecommunications services, facilitles-based 
entry is generally viable only where a CLEC can self-deploy transport at a cost that is not 
u ell in excess ofthe ILEC’S C O S ~ S . ~  

Finally, a carrier’s analysis of whether to construct a fiber backbone ring (and thus 
provide its own transport) is v e r y  different from its analysis as to whether to build a 
Building h g  or a Customer Lateral off an existing Building Rmg to promde t h e  
equivalent of a loop for large customer buildings. Accordmgly, the amount of corrmitted 
traffic necessxy to support the construction of loops for large business cusrornm - which 
AT&T has indicated 1s about 3 DS3s of traffic - is substantially less than h e  m.ount 
needed to support the construction of a backbone ring. The assumption htre IS that the 
existing transport ring is justified for o:her purposes and that the loop is addressei by 
incrementally attaching a small ring to s e n e  a specific buiiding a i d .  where necessary, 3 
short lateral extension. h suppon of AT&T’s daim that 3 DS3s of traffic is required to 
support an e c o n o ~ c a l l y  rational lateral fiber build-out, and to ensure that the record is 
complete, AT&T is also submitting with this exparte a detailed cbscussion regarding 
AT&T’s estimation of loop construction costs, which is appended as Attachment €3. 

See erporre ltner from C. Fredenck Beckncr to Slarlene Dortch dated November 14,2002,  attaching white 
paper prepared by Professor Roben D. Willig entitled “Determining ‘Impairment’ Using the Horrzontd 
Merger Guidelines Entry Analysis,” p. 13. 

Id. at 5 .  

’ Id at 7-8. 
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Consistent with Commission rules, I am filing one electronic copy of this notice 
and request that you place it in the record of the above-referenced proceedings. 
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Don Stockdale 
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Attachment A 

DETAILED DESCRIPTION OF CLECS’ COLLOCATION ANXI 
BACKHAUL INFRASTRUCTURE COSTS 

Introduction: 

A CLEC seekmg to enter the market using its own facilities must incur collocation and 
“ p o r t  costs to “backhaul” traffic from an LEC serving office where its customers’ 
loops terminate to its OW switch. In a recent filing, AT&T explained that t h e  costs 
associated with collocation and backhaul average about $33,000 per month and that at 
least 18 DS3s in trafic volume is required to make such investment prudent. T h s  
document provides detailed lnformation on how these figures were developed. 

In simple terms, collocation Costs arise h m  three key sources: ( I )  the backfizul facili?, 
(2) the collocation space itself, and (3) the equipment placed within t he  coliocation. The 
derivation of costs for each component is described below. 

Bac khaul Facilities: 

Backhaul facilities comprise the largest component of a CLEC’s infrastructure costs. 
These include the costs of deploying an interoffice fiber facility In a ring architecture. 
The absoiute cost of such a nng  is predominantly a function of the !ength of the fiber 
cable, t he  nature of the structure employed to support the cable 
~aena~ungd/underground)  and the d e n s p  zone where the fiber facility is deployed. 
The number of strands deployed impacts L5e camer’s costs to only a rrunor degree.’ 

The following table lists t he  key assumptio2s underlyng AT&T’s calculatior, of structure 
costs and identifies the HAI material discussing the denvation of the input cost: 

Item 
Placementlft 
Added Sheathingm 
Conduit 
Pull Box (per ft, 1 per 2000 ft) 
Poles (per ft, 1 per 150ft) 
UIG excavationhestoralon 
Buried excavatiodrestoration 

Aerial Buried WIG 
S 1.77 $ 16.40 
5 0.20 

$ 0.60 
$ 0.25 

$ 23.74 
s 2.78 

S 6.71 

Total construdiofl 9 2.78 5 8.68 $ 40.99 

ref (HA1 5.2) 
p 102 
p. 102 
p.102 
p.104 
pp 104-?05 
p 140 
p 143 

‘ In fact, the variable cost per fiber smnd is S0.032 5“ ( S e e  HA1 5.2 inputs, page 100) and the average 
cost of the cable (installahon and mgineenng) IS about % I  .OO per foot In sharp contrast, the cost of 
supporting structurts for a cable can be as high as SS/foot (for buned cable) or S’ISlfoot (for underground 
cabk). For the purposes of analysis, although larg quantities of dark strands would be deployed with rhe 
initial build, no cost of this dark qmty IS attnbuttd to the interoffice transport 
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The buried and undqmund (U/G) placement costs in the above table art derived b m  
the HAI model input data They represent a weighted average of the four highest density 
zones in the model. Thest zones were selected because they are the zones covering more 
metropolitan areas, w k  CLEC facility construction is most likely to occur first. This is 
also consistent with the RBOCs’ data on existing placements of fiber-based collocatiors2 
The following weighmgs were applied by density zone: 

Weighting Factor I 

Density Zone 
0-5 

5-100 

200.650 
i 00-200 

1 650-850 
850-2250 ‘ 2250-5000 

I 5000-1000 
I >10000 

2 

0.00% 1 
Neightinc i 

0.00% 
0.00% 
0.00% 
0.00% 
65.0O0A 
20.00% 
1 o.ooom 
5.00x 

The weighted unit COFS were developed by multiplying the density zone weighting and 
the appropriate s t r u c t r e  placement umt cost (note that the aenal placexent was not a 
function of density zozt). The placement umt costs employed and the resulting weighted 
averages are shown  be:^: 

Buried Excavation. Irstallation. 
and Restoration ’3 143) 

1 DensityZone - COStJft 
0-5 1 5 1.77 

5100 s 1.77 I 

I 100-200 I $ 1.77 
200-650 S 1.93 
650-850 S 2.17 

\ 2250-5000 S 4.27 
’ 5000-1000 $ 13.00 

~10000 I S 45.00 

I 

1 
1 850-2250 s 3.54 

Minimum s 1.77 
Maximum S 45.00 
Emptoyed f 6.71 

UIG Excavabon, Installation, 1 
and Restoration (p  140) 
Density Zone ! CosUft 

0-5 I S 10.29 
5-1 00 j S 10.29 

100-200 ; S 10.29 
200-650 S 11.35 
650-850 S 11.88 
850-2250 i S 16.40 
2250-5000 S 21.60 
5000-1000 1 9 50.10 
>IOOOO 1 S 75.00 

Minimum S 10.29 
Maximum S 75.00 
Employed $ 48.90 

’ The RBOC UNE Fact R p r t  (page 111-2, Table I )  shows that 13% of the RBoCs’ uire centers have f i b e r  
collocators present. T h e  c A t  off for the top 13% of R3OC offces is in the  range of 36,000 lines. Given 
that loops arc generally less than 3 miles in length, a ctntral office service area *ill bc about 27 square 
milts (or less in mcbopobm areas). Thus the RE3OCs’ own data show Lhat CLEC facility builds are 
occurring in areas where tmc density is no lower than 36,000/27, or no less than about 1,400 lines per 
square milt. Thus, using *Le entire 850-2250 line density zone IS consemative. 
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Because structure proportions vaxy by density =ne, it was necessary to establish the  
weighted average structure presence in order to develop a single weighted average unit 
cost. The structure propomon by density zone w a s  obtaned from HAJ 5.2 inputs and are 
shown below: 

densityzane 
0-5 
5-joo 

loo-200 
200450 
650-850 
850-2250 
2250-5000 
5000- 1 000 

> 10000 

aerial 1 Buried 1 U/G 1 
SOY4 5% 
60'16 5Y4 
60% 5'/d 

1 2% 5 O 4  85% 
594 5O! 9O0A 

These proportions were h e n  multiplied by t h e  above density zone weignting ar,d yielded 
the folhwlng weighted presence of structures fx the p q o s e s  of the spJd>,: 

100-200 
200-650 
650-850 

2250-5000 
833-2250 

! 5000-1000 

0.0% O.O"/i OSOCA 
0.0% O.O"/ 0.0% 
0.0% 0.OY 0.O0# 
13.0% 1 3.0°/ 39.OoA 
3 0% 2.0Y 15.0% 
'.O% 0.5Y 8SoA 

1 0 3%c( 0.3Y i 4.5% 

I Weighted 1 17.3"/4 15.80/01 67.0% 

. ~ 

Fixed (per cabtebfoat I Vanable 

The cost of the fiber cable placed within the srructure was also derived from HA1 inputs. 
Fiber feeder cost were used as a proxy (see YU5.2 inputs, page 100): 

, Installation 
$ 0.970 uned 

r,dergrou nd $ 1.020 
erial $ 0.880 

Enc.-eennq , per strand 
$ 3040 I S  0.030 

$ 0.040 1 S 0.032 
1 S 9.040 i s  0.037 
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Finally. it was necessary to establish the lives for the various types of facility placement, 
the salL*age and the annual maintenance cost in order to quantify the full cost of the 
conductor. These inputs are listed below, together with the source: 

Item Aenal Buried UIG ref (HA1 5.2) 

Life 
Salvage 
Maintenance 

26.14 26 45 25.91 p :29 

0.7% 0.8% 0.6% FCC Synthesis Model Input 
-1 7.5% -8.6% -74.6% F 129 

In o r d c  to generate a single set of factors covering the three altemapve structures, the 
individual results were combined as a weighted average. This was accomplished by 
weighting each unit cost and the salvage, life and maintenance factor by the proportion of 
sfTucmes in the density zones under consideration. This was done by using the weighted 
avengf structure distribuuon developed above. 

The f3.1owing elements were the resulting weighted element inputs: 

WeigPkd Life 26.03 

‘i”4eqr:ed Salvage - I  4.1 O/Q 

We i g ?:e d bl a i n t en an ce 0 67% 

iota!, -stalled Cost $ 30.34 per foot 
I6 0.033 per strard per foot 

In orier to quantify the investment, the total length of cable and the total number of 
st;ran<s needed to be specified. For the analysis, an avenge span cost assignment 
equnxlent to 8.94 miles was employed, based u on AT&T’s e ~ p e n e n c e . ~  Thus, the total 
ass iped investment is $1.435 million per span. The associated monthly maintenance 
expese is 0.67% of the mvestment amount assigned to the node divided by 12, or S798 
per month per node? 

a 

The monthly capital recovery was amortized over the life of the mvestrnent after the 
invesment was grossed-up for the net salvage. A 14.249’0 cost of n o n e y  was employed. 
whici is very conservatne, as i t  does not reflect the higher risk associated with the CLEC 

~- 

‘ By t-.c end of 2001 AT&T had deployed 17,026 route mrIes of local fiber in which 1,905 spans were 
actiiz (anique point pairs) Accordrngly, the avenge route miles per active span in AT&T’s network IS 

8.94 r d e s .  While this does mot mean tha t  each physical segment IS ihat length, i t  provides a reasonable 
mear.5 to allocate, among acnve uses. the cost of a shared facility. 

‘ T h e  alculation is (8.94+(S30 34 + 2*.033)+5280) for a total ofSl .435M2. 

Tk calculation i s  (S1.435~1*0.670/0)/12. 
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operations (compared tu the i 0% cost of money assumed for the incumbents).6 These 
factors yielded a monthly invesment recovery cost of $19,937 for the facility.’ The 
total monthly costs for the facility, hcluding maintenance, is $20,806 per month. Another 
5% was added to account for nun-income tax coverage requirements for a total of 
$2 1,771 per month. 

CoIlocation Space: 

Collocation costs are simply the costs associated with rentmg and s e c w g  conditioned 
Central Off~ce space within an L E C  office. ’The coilocation space is kt area where the 
CLEC places its transmission equipment and terminates its interoffice 5cility for cross- 
connection to other interofice or loop facilities. The collocation costs u e  compnsed of 
two main components: (1 j the cost of initially preparing and securing be space, and (2) 
the on-going cost of renting the space (which not only includes the physical space but 
also heating, ventilation, air conditioning and power). 

The space preparation cost is treated as an investment and recovered v;er the llfe of the 
equipment placed within the collocation. For the purposes of this am:! sis, 10.24 years 
was employed, which is the average useful life of digital circuit equipxent (see HA1 5.2 
inputs, page 129). The same cost of money and treatment of taxes e q l o y e d  for the 
facility analysis above was utillzed here as well. Neither gross salvage nor cost of 
removal were ssumed.  

Because W mputs are oriented to L E C  operations, no collocation czjs are reflecred as 
cost inputs. Accordingly, internal estimates of collocstlon prepamtior. costs were 
employed. Internal estimates Indicated that the preparation costs are LP- the ranze of 
5200,000 to S250,OOO. I”, in turn, yields a $3,488 monthly cost foi t i e  preparation 
alone. 

The monthly physical collocation rental costs were developed from L E C  billing to 
AT&T. When analyzed on the LEC-LATA level, the average monthly expense was 
$4,083 although the true mean couId be expected to lie a n p h e r e  in the range of S3,579 
to 54,586 (at a 95% level of confidence). The average figure was errpioyed for the 
analysis.’ Accordingly, the monthly costs attributable to collocation n total were $7,950 
per month after taking into account taxes other than income taxes. 

For simplicity in the study, a prc-tax costsf-money was employed. The figure :j cntirely consistent with 
the ILEC cost of money of 10.01% employed in the H.41 model The i4 24% cos: c f m o n t y  is derived by 
the following equation. %debt+cost of debt+%equity*cosi of equity/( I effect ive n:zme tax rate). in  ihls 
instance the YO debt was 45%, the cost of debt was 7 7’?’0. the cost of equity was 1 I 3* ,, and the efieciive 
income tax rate was 39.25%. 

’ The calculation was the EXCEL PMT function: @PMT(( 14.24o;b/i2),(26.03*1’,1,(($1 435M\*(  I-(-  
14.1%)). The multiplication by 1.1418 grosses the initial rnvestmcnt up for gross salvage less cost of 
removal which, in this case, is negative. 

* As with other expense, this figure was increased by 5’ b to account for taxes other than income taxes 
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Transmission Equipment: 

When operating at the interoffice transport level, there is relahvely lrZ\e equipment 
placed within the collocaaon. "he necessary equipment mcludes: optical path panels (to 
terminate and cross-connect the fiber facility), optical multipIexers, and power 
distribution (e.g., power filtemg and fhses) equipment. 

The optical path panel cosfs are described in HAI 5.2 inputs b.97). The panels cost 
$1,000 each, and the cost of cross-connecting to the equipment is S60/strand. In this 
instance, 2 cross-connections are required per panel (one in and one out) and 2 panels are 
employed (one for each strand to assure no single pomt of faIure). Accordingly, the 
capital investment for the panels is $2,240. 

The HAI input lists the investment associated with an optical multiplexer (see page 96). 
The base unit cost is $40.000 (12 DS3 capacity) and the fully equipped unit cost IS 
$50,000 (48 DS3s). Thus, *e inv:stment is $40,000, S43,333.33, $46,666.67 or $50,000 
depending upon whether 12,24,36, or 48 DS3s are m service. This is the only aspect of 
the investment that is demand sensitive (k, If fewer than 48 DS3s are assumed) but this 
amounts to little more than $3 per DS3. Two multiplexers art assumed to provide 
redundancy and, as set forth in WAI 5.2 inputs, it is assumed that there is 5 1,760 invested 
to engineer, furnish and install each multiplexer and associated optical panel (see pa e 
97). The total investment in the optical multiplexers (24 DS3s assumed) is S90,187. $ 

The insralled cost of the last remaining equipment item - the bane? distribution fuse bay 
(BFDB) - is estimated at S62,500.'0 

The t o d  installed equipment cost is therefore $2,240 for the dismbiltion panels, $90,187 
for the multiplexers and $62,500 for the BFDB, yielding a total of S 154,927. Amortizing 
this amount over the average useful life of circuit equipment applying a I .69% net 
salvage (HA1 5.2 p 130) and the same cost of money as above, yields an investment 
recovery cost of $2,443 per month. Maintenance costs are denved by applying a 2% 
annual malntenance factor (see FCC Synthesis Model for circuit equipment) to the 
$154,927 gross investment (with the result divided by 12), for a mamtenance cost of $258 
per month. Combining these two figures and providmg for 5% non-income tax related 
costs yields a total cost of $2,836 per month. 

Rationale for the IS DS3 Minimum: 

Adding all of the above figures yields a monthly aLerage cox  of 532,557. Given that the 
monthly costs of facility-based collocation are effectively insensitive to volume, the 
average unit cost is simply the $32,557 monthly figure divided by the number of DS3s in 

service. 

~~ 

2*(43,333.33+1760) 

'' This IS an intemai estimate, because then IS no equivalenr identified in the H A I  inputs 
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Assuming that unbundled transport is not available as an unbundled network element, 
and in the absence of market-based competition for connectivity between the necessary 
points, a CLEC's only practical alternative to building its own facilities is to use ILEC 
special access service. In today's market, pven the continuing imposition of use and 
co"ingIing restrictions, this special access would be likely be bought under a rem plan 
of either three or five years. Assuming that the special access interoffice mileage would 
be equivalent to the average span, then a comparison of alternatives is possible. Note, 
however, that this is nor a comparison between actual LLEC costs for existing transport 
facilities and anticipated CLEC costs for new construction. Rather, it is a comparison 
between anticipated CLEC C O I S ~ ~ ~ C ~ ~ O A  costs and ILEC special access rates, w h c n  are 
admrttediy well above the ILEC's costs. 

AT&T's experience is that a DS3 interoffice facility phs one channel termination' ' wilI 
cost approximately $2,363 per month under a 36-month term agreement and $1,780 per 
month under a 60-month term agreement. Thus, at lezst 14 DS3 would be required to 
break-even compared to a 36-month term special access rate and at least 18 DS3s would 
be required compared to a 60-month term special access rate. Given that the collocation 
was assumed to have a 10-year usefhl life, comparisoa to the 60-month term ag-reement 
was judged most relevant, making the 18 DS3 figure the appropriate comparison. 

In fact, AT&T has demonstrated that special access is priced (exorbitanriy) Ute11 above 
economic cost. Further, AT&T has demonstrated that a carrier cannot $,:ably enter a Iocal 
market on a facilities-basis if it incus costs €or a key lnput that are weIi above the cost 
that t he  LLEC itself incurs for that input. Given that the ILEC's economc cos:s of 
transport are in the range of half to two-thirds of prevailmg special access rates. then 28 
to 36 DS3s would be required to "prove-in" a transport facilities build i i  the competitive 
carrier were to achieve cost parity with the LLEC.'' 

' I  

LSO to the switch location (i e., a high capacity channel term or sntrance facility) IS also required. 
If  a facility is not build, not only is the interoffice transport rquired but a comeciion from the final 

l 2  If the u n i t  cost alternative were 50% to 67% lower, then the m s e d  break-even point IS slmply the 
oriynally calculated brcak-even point divided by the preceding price ratio. 
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ESTIMATING THE COST OF LOOP CONSTRUCTION 

Loop fad ikes  are one of the most basic components of a ttlccommunications network 
and are used in the provision of all services, whether switched or dedcated. These 
facilities provide the physical connection between the customer location and the network 
of the serving carrier. Because much of the investment is dechcated to one or a very 
small number of customers, and because the facilities have very high initial costs to 
deploy, only the very largest customer locations (in terms of Service demand) can be 
economically reached through an over-build. The focus of this paper is upon such 
“large” cusiomer locations. As shown below, a CLEC must have the potential to serve a 
large number of buildings (about 20) within a consolidated geographc area, with each 
building geaemting at least 3 DS3s of demand beforc a buiId is economic. Even then, 
serving the location will involve significant investment - approximately S6.W for the 
building ring, pius approximately $3M for the premises and node equipment And all of 
this analysis assumes that the CLEC considering the build can reach the b u l l h g s  in t h e  
area with nghts of way and building access comparable to the ILEC. 

Before discwing the costs of building it is first importan1 to share a c o m o c  
understancL7g of he general architecture of the outside p!mt employed by a CLEC. 
Figure 1 &!ow provides a general representation of this p!ant. 

Typical Configuration of “Local“ Fiber h g s  

Figure 1. 
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A self-provided CLEC “laop” is affually composcd of two to three interconnected 
facilities. The first is the LSO Rkg. This ring connects the network locations (e.g., 
faciIity/switch nodes and collocanms) w i h  a metropoiitan area. The cost of 
connecting these locations is discwed in a related paper guantifymg the costs of 
transport and will not be repeated ?ere.’ The LSO Ring interfaces with two other ring 
types: backbone rings and buildmg rings. Because the loop is constructed to reach the 
service provider’s network, which effectively starts and ends at the backbone m g  (for 
dedicated services) or the switch connecting to the backbone ring (for switched services), 
the costs of the backbone ring are riot relevant to the discussion of loop costs. On the 
other hand, the building rings are a significant consideration in quantifying loop costs. A 
Building Ring extends the CLEC cctwork from a very aggregated demand point f i e . ,  the 
facility-based collocation in an LSO) to (or near) customers’ premises. 

The final component of the loop izfrastmcturc is the Customer Lateral. When a Building 
Ring is constructed, every tfforc k made to run the ring facility h t l y  though cnucal 
buildings. In fact, Buildm Rmgs :end to be about 30 route miles long and tend to have 
10 to 15 buildings on each. Wcher or not a building is placed on a ring is hghly 
dependent upon factors such as 2 2  foIlowing: (1) whether the location was identlfied as 3 
“hgh  volume” location early encugh in the planning to permit its inclusion, (2) whether 
access to the  building could be s x m d  from the landlord in a timeframe comlstent with 
the overall project time line, and 7) whether building access costs were not judged 
prohibitive. If a building is not ;;aced directly on the building rmg as part of h e  initial 
build, it may still be possible to  id a building at a later point. Such buildings 2re added 
by extending a short segment of “_er that is spliced to the ring and extends to Lie 
building. Because these segmezs are not shared with any other users other thzn the 
single buildmg connected, and k a u s e  the segment general! is rmt protected s’ia diverse 
routing ofredundant facilities, i;::rals tend to be very short. 

H 

Y 

To recap: an LSO Ring is a h i b y  aggregated faciIity thar is shared among a wide vanety 
of customer locations and servim; a Building lGng is a facility whose use is shared 
among 10 to 15 buildings; a Cummer Lateral is a facility useful only for the particular 
buildmg connected. 

In order to quantify the cost of kese  loops, a general understandmg of the essential 
equipment components is impomt .  The key components are shown in Figure 2: 

’ See Attachment A to this Submisslot. referred to herein as the Tnnsport er parre 

These charactenstics tend to rary b) Tecific metropolrtan area However, the AT&T Outstde Plant 
Engineering organization believes thtr- parameters reasonably reflect the  conditions across i t s  local 
markets. Otbcr a“ may have drfcrtnt experiences due to diffuent  market strategies and less robust 
local fiber famlity deployment 

’ AT&T seeks to limit laterals to Less tian 5 0 0  feet in order to contain customer-dedicated investment and 
to reduce the risk of facility damage 1 -  e ,  the longer the facility the greater the probability that some form 
of mechanical harm may be expenend). 
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Typical Configuration of An On-Net Building "Loop" 

Beginning of "Loop" / '  

Figure 2 

The functions of the individual components are relativeiy smghtforward: 

DSX-I or DSX-3: Provides a cross-connection point between faci21t:es operat~ng at the 
DS1 level (DSX-1) or the DS3 level (DSX-3) without requinng that the facility be de- 
multiplexed to a lower bandwidth. The DSX frames aNow relatively non-disruptive 
addition and removal of equipment, reasonable physical test access, and provide efficient 
means for cross-connecting circuits. 

Optical Mux (and OC-48 M u ) :  Transmission equipment that aggregates (i. e. ,  
multiplexes or "mwes") multiple lower bandwidth services onto a very high bandwidth 
facility. An Optical m u  generally also supports signal conversions between optical and 
electrical based transmissions. 

Digital Cross-Connection System (DCS): Provides for the goomifig of facilities without 
the need to de-multiplex and re-multiplex the individual "channels" of the connecting 
facilities. For example, it permits the moving of DSl g 5  contained within DS3 $2. in 
facility segment A to DS1#17 w i t h  DS3 # 3  on facility se-meni B.  DCS allows 
improved utilization of very high capacity facilities. 

X-conn Panel (or Fiber Distribution Panel): Provides 3 point of termination and cross- 
connection of a fiber facility to transmission equipment that manages the 
communications carrier within a fiber conductor. 
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Quantification of Cost of Self-provided Loops: 

The cost of a self-provided loop can be convemently analyzed based upon the followlnp 
categories : 

Lateral facility 
Building h g  facility 
LSO Ring transport 
Building lwation costs 
Node costs (interfacing between a Building Ring and an LSO Rmg) 

Each of these Categories is reasonably subdvided into subcategories of investment costs, 
maintenance costs, and taxes. 

Customer Lateral Facilitv: 

As discussed above, t he  lateral facility is a short fiber that is dedicated to an indivicual 
building connected to a Building Ring. Because CLEC-prowded loop facilities are 
typically placed in dense metropditan areas, such facilities are virtually always placed in 
an underground structure. Consistent with the  LSO Ring analysis. the building coxxcted 
will be in one of the four most dense cells as defined in the K4.I 5.2 model. Accordingly, 
the unit cost for the fiber lateral is the same as that underlymg the analysis of the LSO 
Ring costs and is $40.99 per foot and $0.033 per strand foot. -4 twelve-strand fiber 1s 

assumed although this assumption does not materially impac: the overall cost of the fibei 
lateral. Accordmgl , the gross invexment is S2O,69O4 and c c w e r s  to m investnen: cos: 
of $342 per month. As with the LSO transport model, a 0.6!0/6 per year per gross 
investment dollar maintenance assumption is appiied, and 5 %  of invesment and 
maintenance costs were added to cover non-income taxes. This results in a maintecance 
expense of about S 1 1 and tax expense of $17 per month associated with the lateral. The 
total cost is $370 per 

Y 

~ ~ ~~ -- - .  

' The actual calculahon IS as follows: 500 feet' ($40.94/foot+ 12 strands *(SO 033/smd-foot)) 

The calculation is the same as employed in the LSO transport cost analysts in the Transport expcrfe  and 
employs the EXCEL PMT function. The actuat calcuiation IS PMTfcost of money, m o v e r y  pcnod, gross 
investment*(l-saIvage)~ The cost of money employed in this analysis is bas& upon the pre-fax cost of 
money employed tn the LSO transport cost analysis ( 1  e . ,  14.24';O) increased by 20% to account for ihe 
greater risk associated with the loop plant mvestment ( 1  e., the actual cos1 of money employed IS 39Sb 
per year). Tbc recovery period for the building-dedicated investment is 6 yeaan. Net salvage is thc =me as 
that used for fiber facilities and is identical to that underlying the LSO tr;inspo~ analysis for underground 
f i k r  ( i e . ,  -14.58%). 

' If the lateral life is assumed to be the same as that of an underground Fxr, t h e  overall cost declines to 
$9 1 per month, distributed $76 for invcsuncnt recovery, SI 1 for maintenance and S4 taxes. Howehcr, such 
a long life is unnasonably conservative g r v m  the volatile nature of demand from a single customc 
location (customcr contracts typically run only 2 to 3 years). Accordingly, even the 6-year figure assumes 
at least one contract renewal, and the figurc presented is this footnote is offered strictly for semiti\ i t y  

analysis purposes. 
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Building Ring: 

As stated above, Building h n g s  are typically about 30 xdes m total length and come~t  
10 to 20 buildings to the LSO transport node. AS With the Customer Lateral, the Building 
Ring is assumed to be an underground fiber placed within one of the four highest density 
zones of the HAI model. Accordmgly, the same unit cost per foot and per strand is 
employed as was used for determining the investment cost of the lateral. The cost 
modeling assumes 2 strands per buildmg. Accordmgly, the gross investment I n  the 
Building Rmg is about $6.7 million? Because this facility is shared among 20 buildiogs, 
the assigned investment cost per buddug is $334,952 of gross investment. Note that the 
maximum number of buildings typicaIly placed on a ring was employed. As a result, this 
generates the lowest llkely gross investment anxibution. 

A consistent approach was used to develop the monthly COSI for the BuiIding Ring 
component as was employed for the Customer Lateral. T h e  only exception is that the life 
for the Building RTng was assumed to be that of underground fiber, i e., about 26 years, 
rather than the 6-year Iife for the lateral. While the life of an Individual lateral may be 
relatively short, the assumption here is that as individual buildings drop off the ring (due 
to lack of demand) others are added to replace them, resulting ~fl a stable number of on- 
net buildings. The monthly investment recovery cost is $5,533 and the associated 
monthly mamtenance and tax-related costs are 51 70 and S285, respectively. The totzl 
Building R m g  assigned cost is, therefore, $5,988 per month per building. 

LSO Rim Transport: 

The iast component of physical comecavity associated with the CLEC loop 1s the LSO 
R m g  transport. This is the same connectivity that would be employed by any other 
service configuratm or loop connecting to the CLEC network through the node. As 
such, the cost previously developed for the Transport exparfe is employed here. Because 
the costs are basically fixed at the node, the issue is simply one of determining the total 
DS3 volume presented to the node and then determining the number of DS3s that an 
individual building contnbutes. For the purposes of this analysis, the fixed costs of the 
node are assumed to be the same as that developed in the Transport exparte or $32,557 
per month. Furthermore, in order to present the most conservative evaluation of the cost 
of a CLEC loop, the analysis assumes that the facility is used to 90% of capacity, or $740 
per DS3 per month. 

Customer Location Costs: 

The customer location costs are primarily equipment and space related. The equipment 
costs are related to those elements shown at the customer location in Figure 2: the DSX- 
1, the Optical Mux and the Fiber Distribution Panel (FDP). The FDP investment is the 

’ The calculation is as follows: 30 miles * 5280 fVmi+(W0..99/fl+ 20 bulldlngs*(2 
strands/buildr ng)*(SO 033/strand- foot) 
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same as that used in the Transport =parte, ie . ,  SlOOO per p e l  and 2 connections per 
multiplexer at $60 per connection ($1 120 per connected panel). The Optical Mux cost is 
that for an OC-3 and is found in the HAI inputs @. 96). The common cost is $20,000 
plus $500 per 7 DSls, up to a Tnaxi" of 84 DSls. No cost was available in HAI for 
the DSX-I; however, costs were available on the ADC website for such equipment 
(www.adc.com). Specifically, a DSX- 1 shelf with a capacity of 84 DS 1 s is priced at 
$2,085 (see item: Di M2GL'l). Most customer building connections are at the OC-3 
ievel. Accordingly, the investment at a cusmmer premise is $23,205 plus SOW7 DS 1 s. 
This converts to a monthly cost of $407 plus $9 for every 7 DS 1 s active.8 Thus, the total 
monthly investment cost for equipment at a customer location is in the range of $4 16 to 
$513 if from 1 to 84 DS1 (84 DSls equal 3 fully utilized DS3s) are active. This 
investment cost results in a maintenance cost of $40 to $49 and taxes of $23 to $28 per 
month. 

ltem lnvestment 1 Mamtenaxe Other 
cost 1 

The final cost that must be considered is tbat for space rental. For the purposes of this 
analysis, space rental at each building adds about 5678 per month.g Because no site 
preparation costs are explicitly included, bere is no associated gross investment and, 
accordingly, no maintenance assumed. Taes ,  however, account for $34imonth. 

Toral 
t I Taxes 

The customer location costs are summarized below: 

Equipment $416 to S513 i $40 t o 5 3  1 $0 i $23 to$28 1 547910 
I 

I I I 

Space SO 1 50 ' 5678 1 $33 I 
j 

Total at $416 to $513 S40 to 9 9  $678 $57 toS62 
Premise 

Node Costs: 

$590 1 
i $71'1 

$1,191 to 
S 1.302 

As shown in Figure 2, the equipment at the node necessary to interface with the LSO 
Ring transport included a FDP, an OC-3 multiplexer, a DSX-3 cross-connection device 
and a DCS. The FDP and OC-3 have the same cost, maintenance and tax implications as 
for the customer premises. The cost of the DCS IS found in HA1 5.2 inputs (p. 99) and 
reflects a gross investment of S30,OOO per DS3. HAI inputs do not explicitly list a DSS- 
3 cost. The same ADC website referenced for the DSX- 1 also contains a cost for a DSX- 
3 (see DSX-4B-24-7A), which is 58,463 2nd can accommodate 24 DS3s. Because this 
function is shared at the node, rather than incurring the ful l  cost of a shelf, t h e  study 

* The equipment lives, gross salvage and maintcnlnce factors are those used for circuit quipment as 
described in the Transport er p m e ,  1 e., 10.24 years, - 1.69% and 240, respxtivejy 

AT&T's intemal records relating to common space rentals indicate a national average monthly cost e' 
$678.30. 
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~ S S U ~ ~ S  that sharing occurs and that the cost will be incurred on a DS3 basis (or $353 per 
DS3 port). Based on Figwe 2 , 5  ports are rcquued per DS3 at the node. Accordingly, the 
gross investment formula for the node is S21,120+$500 per 7 DSls+ $30,863 per 84 
DS3s.I' Thus, the node costs are largely a fhchon of the number of DS3s delivered 
from the building. The table below summarizes t he  node related costs for various 
demand levels at the buikhg: 

I Volume (DSls) 
0-7 

8-14 
15-2 1 

29-3 5 
I 36-42 
I 43-49 
I 50-56 

r 

b 22-28 

I 

I 
$922 387 $50 $1059 
$93 1 S88 $5 1 1 $1070 
$940 I sa9 $5 1 $1080 

, -$949 $90 S 52 SI os1 

$1525 SI35 $83 ! $1753 

$1543 . S 146 I 984 s 1773 i 

$1516 5144 $83 1 S1743 

S 1534 $145 1 $84 ! 51763 
1 

I -  57-63 521 10 I $200 $1 I5 I $2425 1 
- 

, 7 1-77 I 

l o  The investment cost equation, based on tbc Same life and salvage assumptions applied to the cuStomer 
node equipment IS S355+S558/DS3+S9/7 active DS 1. The fixed cost is slrghtly different compared to thc 
customer premises, because rather than one FDP there are two and the cost of those two are shared among 
20 buildings. 

$2128 $202 1 $116 1 9 2 4 4  1 
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With all the components oftbe cost now estabiished, it is possiile to develop the total 
cost of connecting a buildmg that provides varying levels of demand: 

Hzving the total cost and. unit cost €or a constructed loop now permits an evaluation of 
when it is reasonable to substitute a build for an alternative facility. Because .4T&T has 
generally been unable to obtain high capacity LPdEs, particularly UXE DS 1 loops 
xultiplexed onto UNE DS3 facilities, the only possible comparison is to ILEC special 
zccess. 

Special Access Alternative: 

Other than access to a LWE loop, the altematlve to constructing loops is a special access 
configuration from the customer premises to t he  CLEC network. Given the volumes, the 
configuration would most likely be a combination of DSl channel terminations, DS3: 1 
multiplexing and DS3 interoffice transport. The approximate cost of such a 
configuration, under a long term pricing arrangement, is approximately the following: 

DS1 Channel Term (with NRC amortized): $1 1 3  to S127 per DSl/month 
DS3 fixed with mux ("RC amortized): $850 to S 1 ,O I8 per DS3/month 
DS3 interofice mileage: $53 to $73 per mile per DS3imonth 

The figure represents the approximate rate, averaged across RBOC territories, for a three- 
year term agreement, and the lower figure represents the average rate for a 5-year term 
agreement. This is, therefore, a highly conservative estimate of the ability of a CLEC to 
self-deploy a loop because special access rates are well-above the RBOCs' economic 
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costs. As AT&T has expiaiaed, a CLEC needs to achieve costs comparable to the 
RBOC'S economic costs in order to deploy economically its own facilities. 

These unit costs can be used to develop the average (per DS 1) cost of a special access 
configuration. The only additional information required is the inter office miieage. For 
the analysis, the same mileage was used as is employed for the transport ex porfe (8.94 
miles). The following table compares the average cost per DS1 under an overbuild 
assumption (build) compared to the average cast of obtaining the equivalent capacity as a 
DSI Channel Termination + DS3 interoffice transport using access obtained under a 5- 
year term agreement (SA-5) or a 3-year term agreement (SA-3). The table shows that the 
average cost of the self-provided loops are not less than special access pricing u t i 1  a 
h d  DS3 is activated (each DS3 represents 28 DSls). At 63 active DS1 Imps, the build 
has a supenor cost smcture compared to the 3-years special access average unit cost 
(S195/DS1 compared to $206/DSI). Simihriy, compared to the 5-year special access 
average unit cost, it is not until the 77' DSl is activated that the build unit cost are an 
improvement over the special access rate ($1 60/DS 1 compared to S f 65/DS 1 ). .4ll this 
leads to the conclusion that a CLEC requires at least 3 DS3s of customer demand at a 
bullding before a facility build can generally be proven in as financially prudent. 
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Key Network Architecture Equipment Needed for High Capacity Loops 
Or Dedicated Transport for Full Channelization 

Collocations and C‘LEC Node 
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Key Network Architecture Equipment Needed for High Capacity Loops 
Or Dedicated Transport for Full Channelization 
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Key Network Architecture Equipment Needed for High Capacity Loops 
Or Dedicated Transport for Full Channelization 

CLEC Collocation with DLCs 
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AT&T aggregates loops at its collocations for delivery to its switch. 

1 1 
L m 3  

Fiber * 

Without specific dedicated DS3 and DS 1 equipment components at 
both ends neither DS3 or DSI signals can be exchanged. 

DSXl 

CLEC Collocation CLEC Node and Switch 

-+4=? 

n n I I 1 

oc3 DSX3 
MUX 

d 

oc3i SXI 

\ 
\ 

DS3 and I I 

DSXl I 

Fiber DSX3 
junipers DS3 and 

DSI cards 

DS3 
and 
DS 1 

Fiber ring strands 
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AT&T does not self-provide transport bctwccri its collocations. 
However for any CLEC that might, without specific dedicated DS3 
and DS 1 equipment components at both ends neither DS3 or DS 1 

signals can be exchanged. 

.- _- ~~ . 
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