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1 PROCEEDINGS 

2 (Transcript follo~s i n proper sequence f rom 

3 Volume 14 . ) 

4 CHAIRMAN JOHNSON: We ' re going to go back on the 

5 record. 

E Do you have d preliminary matter? 

7 HR. CARVER: Yes, ma'am; 1 do, before they begin 

8 thei r summ&r y. 

9 About an hour or so ego, maybe a little bit 

10 longer than that , AT'T handed out their notice that we 

11 discussed earlier in the morning. And I ' m afraid it sort 

12 of confirms the concerns that I had. 

13 Hy unders tanding abou t the purpose of the notice 

14 waa that. it wee to do two things: It was to designate who 

15 was responsible for particular areas and also to designate 

lE a lead witness. And the point of this would be so that we 

17 basically know who to cross . 

18 I mean, if we ha~ two witnesses and they're both 

19 jointly reaponaible for everything, then we're going to 

20 have to do one of two things: Either every que~tion will 

21 have to have acme sort of a predicate to determine who it 

22 should be directed to, or, otherwise, overy question will 

23 be sort of up in the ai r and they'll sort of volunteer, one 

24 or t he other , which I don't believe r eal ly is an 

25 appropriate way to conduct cross-examination. 
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1 And we discussed this at some length during tho 

2 prehearing conference and they were directed specifically 

3 to ! il.e a notlce so that it would obviate this problem. 

4 And the notic~ that we have here basically just says that 

! Mr. Pitkin pe.rfomed the mathematical analysis but with the 

E exception of ono section, otherwise Mr. Wood and Hr. Pit kin 

1 are jointly responsible f or everything . And no one is 

8 designated as a lead witness . 

! So we're kind of back to square one on this , 

10 which is I'm afraid we're going to have a panel 

11 examination. It's going to be somewhat unwieldy because 

12 they 've given us very little indication as to who has do~e 

13 what or who we should direct the quest ions t o . 

14 CI!J\ IJUo!AN JOHNSON: Hr. Hatch . 

15 HR HATCH: All I can offer you is that the 

16 re4uest wa3 made to designate responsibility f c 1 various 

11 pQrtions of the test imony and we attempted ;o do that. 

18 This is what was provided to me as des i gnating the various 

19 portions of the testi~ny. 

20 It truly ia joint test:imony. And you can't 

21 necessarily say, although in some parts you can , but 

22 generally you cannot say Hr. Wood is solely ro .. pons!b1e for 

23 one part and Hr. Pitkin is solely respor~ible for the other 

24 part. That's the whole purpose ot joint toatimony. 

25 And I would also point out it doesn 't appoar to 
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1 have been a problem with respect to the deposition that Hr. 

2 ~arver took of both of theao witnesses last week. 

3 HR . CARVER: Well, I think it was sort of a problem 

4 in the deposition because what happened to some extent was 

5 exactly what I'm afraid is going to happen here, which is 

E we'd ask Hr. Pitkin a question and then he would start to 

7 answer, then Hr. Wood would cut him off and he would answer 

8 and then we'd direct one to Hr . Wood and noaybe he would 

S a.nswer and maybe Hr . Pil..kln would help him out. 

lC And it really waa a fairly unwieldy process because we had 

11 two people in effect sort of collaborating on their answers 

12 to every question. 

\3 Now typically what happens, I think, is if you 

14 have sort of a joint process and then one person takes tho 

15 stand and talks about the process, you know. to an cx:tent , 

lE you know, that ' s 1..he way it's typically done . 

17 Now I could see a panel if you have discrete 

18 portions of the process that need to be addressed and you 

15 have people with particular expertise. But here, I mean , 

2C it appears thot Mr. Pitkin did an underlying analysis, then 

2• he talked to Hr. Wood, Mr. Wood agreed with his 

22 conclusions; so now they 're both .eking the stand to 

23 support I suppose Hr. Pitkin ' s analysis. And I ' m Just not 

24 sure that that's really an appropriate use ot the panel. 

25 But, ~gain, to get back to my first point, we 
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were hopeful that they could designate someone as the 

2 poi.nt penon so that we would at least know 1o1h0 t o direct 

: questions to. And i n the absence of t hat, I t hink it will 

4 be pretty much like the deposition, which every question is 

~ sort of a jump ball and one will answer, the other will 

~ answer, both will answer. It's just not the way cross-

7 examination ia typically dono and J don ' t think it ' s 

8 appr oprillte. 

! And, again --Mr. rona just raised a good 

lC point, which ia wi l l jus t one person answer it? Will both 

11 answer it? Will they, you know, build their answers off 

12 one another? It's going to be difficult . 

13 MR. JOHNSON : Well, I'm hearing Mr . Hatch say 

14 And r was just trying to road t ho notice t hat was filed 

: 5 that the way that a lot of the information was jointly 

\E prepared. 

17 Hr . rona . 

18 HR. FONS: Then I would suggest, Chairman, if you 

11 would , to instruct that only one o! the witnesses answer , 

20 that we can designate which person we want to answer the 

21 question and that person will answer . Otherwise, we don't 

2~ know whi~h person is going to ~nawor, whothor wo'ro going 

23 to have t wo people answering: i! one falls !nto pr oblems , 

24 the other one ia going to come ln and try lo rectify il. 

25 That ' s not --This la not a 
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1 COHlHSSIONER CLARK: I guen 1 don ' t see the 

2 problem here. If that happens, we ' ll deal with it . And if 

3 they were both responsible, they ' re both responsible. 

4 Cr oss-examination is designed to elicit iraformation. 

5 HR. FONS: I aq:ee with you, and that ' s the 

E problem. We will not be able to elicit inf ormation because 

7 we won 't know which person is providing the answer. 

8 COKHISSIONER CLARK : Whoever moves their mouth is 

9 the one who is providing the answer . 

10 MR. FOilS: That ' s fine; if that person moves 

11 their mouth and t hey're the only person that can answer the 

12 question . 

COMMISSIONER CLARK : I think it ' s -- I just 

1 ' We've had panels before and I don ' t recall lt being a 

15 proble!ll. 

lE MR. FONS: Right, we 've had panel: before, but 

17 the panels were made up ot people who hod discrete pieces 

18 of test imony. The panels were made up of people who have 

lS had disciplines t hat were separate and you cou l d go to 

2G thei r particul•r testimony and ask them a question about 

21 thei r tes t imony. 

22 Here we ' ve qot a two-ttoadod witness that claims 

23 to t.ave jointly written the testimony. Now it you wanl:ed 

24 to gel: down to the bottom line, you ' d have LO ask them now 

25 whet sentence did you write; what sentence are you 
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1 responsible for o r within that sent ence which wo rds are you 

2 responsible f or. It's not a discrete 

J COMMISSIONER GARCIA: Ar en ' t they both on the 

4 record? I mean, you know, how does that make it more 

S difficult fer you? 

E 1111. f'ONS : Well, it would be t he same thing it we 

7 did a tag team as lawyers , if we changed lawyers in the 

e middle f the cross-examinat ion of a witnees. You're going 

9 to havb a very disjointed, a very complex, and perhaps 

10 unfa ir result . 

11 Now 1 don't understand why if they wanted to have 

12 Mr. Pitkin testify to something, they could have put it all 

13 in one piece of testimony from Hr. Pitkin; and if they 

14 wanted Hr . Mood to testify, they could have put it in one 

lS piece of testimony. Hero they've just glu~ed it together 

lE and are saying that they're both jointly responsible !or 

17 it . And we're not -- And they certainly are not sharing 

18 diffe rent discipli~es. ~hey both a re coming in saying the 

19 same thing . It's just very awkward . 

2C And what we're trying to do is f igure out some 

21 way to do it that takes some o! the awkwardness out oC it . 

22 And perhaps the ono way to do 1• Lo that the first person 

23 that answers, if this is going to be l . ke a game ahow, that 

24 the first person to ring in gets the points , then that 

25 petaon takes tho points or loses the polnt s , but the other 
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1 person doesn't get to come in and save t he qame for them. 

2 COI'IMISSIONER CLARK: 1 would agree with thot, 

: that one person shoul d answer it and that's it . 

MR. CARVER: If I could just add one thing 

~ further. I =ean, there waa a co~nt about we've had other 

~ panola. And that's certainly correct . We have other 

7 panels in this cas&. 

8 I think the purpose ot the no~ice was t o try to 

~ sort that out ao l t could be done ln an orderly fashion. 

1C And I ' ll give you an example of what I think should be 

11 done. 

12 With the Georgetown Group appoarinq on behalf of 

13 BellSouth later, we have designated Hr. Madan aa the 

14 point person and he will attempt to answer all questions . 

l ~ If there are specific questions that go to engineering 

lE iasuea , Mr. Newton can anower them. lf the~e · a specific 

17 q~e~tlons that go to accounting, Hr. Dirmeier can answer 

18 them, but we've designated one person who is re$ponaible 

lS tor in effect presenting the joint analysis of the three 

2C people in a single consulting group who work toqether . 

21 And I think that 's an appropriate way to do it. 

22 What we have hera is basically two people who 

23 And I'm not clear on what the process was, but they're 

24 preaentinq this aa o joint analysis. And, again , I bulieve 

25 the purpose of the notice was to deaiqnate one person to 
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r-----------------------------------~----~r.r~ 
1 HR. WILLIAMS: Your Honor, 1 havo OliO ul hoi 

2 procedural matter. This may be a two·he(ldtd poll" I 1 Inti 
111 

3 can only aee one or them. 

COHMJSSION&R JOHNSON: Do they nee~d I H ••"'" ' 

down? 

MR. WILLIAMS : And I was wondering It HI • l'll ldll 

7 could take the s eat -- If they could alldo ov~r . 

8 Thank you. 

WITNESS WOOD: He has tho botlor l<lli~IH\1 ltUII 

10 MR. WILLIAMS : Well , 1 was ootul!llY ~~~~IIIU hllll 

11 to chang~ places. 

l CHAIRMAN JOHNSON: You need a •• 

13 HR. WILLIAMS : No , I •m just kiddtnq , 1'11•111-

14 you. 

l 

l 

17 

18 

CHAIRMN' JOHNSON: Can you aoe hlm null/ 

HR. KILLLAHS: Yes , thank you. 

CHAIRMAN JOHNSON: Okay. 

HR. LAMOUREUX: Before I begin, lhltll lo lfldllU Ill 

be a re!erence in the sllllltMry to 0 coup!" ot lh~> 1111hl li ll ~ 
behind the testimony. And J ' d just 11 ko t o '"'"" Hill ' ;opl•• 

of those e xhibit& . 

Hr. wood, could you please n"l" yo HI '"'II'" ' 
Let me begin: I guoos AT'T c nl 11 ()011 W•""' ~'" '1 

2 4 Brian Pitkin aa ite next witnossoe. 

25 And I know Mr. Wood hos b"'On SWOIII ill• I 111111
1 

I 
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l Lo be prepared joint rebuttal testimony which was filed on 

4 September 2nd, 1998? 

(Witness Pitkin) Yes, we did . A 

0 Are there any changes or corr ections that you 

have to make to the testimony at this time 

A (Witness Pitkin) I have one correction . £><hi bit 

7 OJW/BFP-11, tho title on that exhibit specifics an fDI code 

8 of 1008431. That FOI code should be 1010499. And that 

! 

lC 

11 

12 

1: 

appears on all of the pages of the exhibit. 

0 Any other changes o r corrections to make to the 

tes timony 

A (Witness Pitkin) No. 

0 And are chore also exhibits to the testimony as 

14 well? 

l~ Are there also exhibits to the testimony as well? 

(Witness Pitkin) Yes. 1E A 

17 

18 

0 

11 

How many exhibits are there? 

(Wi tness Pitkin) Twenty-one. 

lS MR. LA1~UREUX: Madam Chairman, I'd like to 

2C designate as a composite exhibit Exhibits DJW/BFP-1 through 

21 21 as Hearing Exhibit 65. 

22 

23 

CHAIRMAN JOHNSON: Sixty-five. 

Could you give me that ~~ort title again? 

24 MR. LAMOUREUX: Sure . These will be exhibits 

25 DJK/BFP 1 through 21. 
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CHAI RMAN JOHNSON: Okay . I t will be marked as 

65 . 

(Exhibit 65 marked tor identification . ) 

BY MR. LAMOUREUX (Continuing) : 

1639 

Q If I wer e to ask you the same questions as a r e 

contained i n your testimony, would your answers be tho same? 

A (Witness Pitkin) Yea. 

Q 

0 

A 

0 

I a t hat t rue for you, Mr . Wood, as well? 

(Witness Wood) Yes . 

Do you have a summary of your testimony prepar ed? 

(Witness Pitkin) I do . 

Would you give that now, please? 

A (Witness Pitkin) Yea. Thank you. 

Good afternoon. My nome is Brian Pitkin and here 

on my lef t, as you know, is Don Wood . 

Our testimony discusses many problems with the 

17 BCPM methodologies. Some o! these include the BCPM 

18 dropping customer locations or locations that simply 

lS disappear in the mcJel ' s preprocessing staQeS I the BCPM ' s 

2C inef ficient and arbitrary gridding process tor carrier 

21 serving area design, o proceu that ha~ been epeci!ically 

22 rejected by the FCC Sta!f. 

2' This, as you know, can arbitrarily aplit a group 

24 of customers and leade to too many expensive OLC systems . 

25 The BCPH ' a i nefficient feeder and subfeeder 
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1 des ign, which over stat es rou t e miles ond cost; and the 

2 BCPH' s f a ilure to limit loops to 18,000 feet. 

3 This i s a model support ed by witnesses stat ing 

4 t to<.t a l oop s hould not exceed 12 , 000 feet, but t his is the 

5 only model in this proceeding that has eusto~ers over 

E 18 , 000 f eet on coppar . 

7 However , r ather than focusing on the 

8 met hodol ogical differ ences between the HAl Hodel and th~ 

5 BCPH, we have been div§rted down a path of comparing these 

10 models to a minimum spanning tree, o r HST. We f eel that 

15 

lE 

17 

this is unfortunate because tho HST is not a very 

wo:·t hwhile measure for evaluating these models . 

First, l et me take you to Exhibit DJW/BFP-19, 

which shoul d be in f ront of you , and is entitled 

"Comparison of HAI Hodel and BCPM Model distances to the 

Minimum Standing Tree Distance by Density Zone . " 

Now I know that thea~ numbers e r e dif!crent than 

18 other comparison• you have seen. However, the difference 

15 is tha t these numbers are right because they consistently 

20 apply the HST to both models. 

21 As you can see, neither model actually matches 

22 the HST in tho lowest dennity tone . But <he BCPM fell3 

23 farther shor t. 

24 However, tor the lowest two dftns1ty tones where 

25 USF support is lliOSt likely to be required, the liAl Hodel 
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1 places 25t more :oute miles than tho MST, while the BCPM 

2 places only e• more route miles than MST. And you can look 

• at those -- You can get those numbers by adding up the HST 

4 dis t ances and the modeled dlstanc<- in those first two 

! density zones . 

E It appears clear to me that the BCPH ' s sponsor s 

7 do not think that a model must meet tho MST distance. If 

8 they did, they could not be supporting the BCPH . 

~ Now if you flip to Exhibit OJW/BFP-16, on page 2, 

lC which should be the second sheet you have, and it is titled 

11 "Compar hon of HA! Model and BCPH Hodel Route Hiles, " you 

12 will s ee that for the state ot Florida the HAt Hodel places 

13 more distribution cable than tho BCPM . 

14 '. also tail to understand how the BCPH' a sponsors 

1! can suggest that the HAl Hodel does not place enough cable 

16 when, in fact, it places more distribution cable than the 

17 BCPH in the lowest two density zones and 3,900 more miles 

18 of distribution cable than the BCPM for tho state of 

19 Florida. 

20 Let me toke a step back and describe to you what 

21 HST is. HST le essentially the distance required to 

22 connect a group ot points. Thus, i! you have four points 

23 up here in a equate, you would have a greater MST than tf 

24 you had those four points tightly grouped together right 

25 here in the canter. This is why the MST is also a measure 
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1 of dispersion, or how !ar apart the pointe arc from one 

2 another. 

1642 

3 If either party knew where all of the customer.s 

4 actually were, then an HST could be a valid statistic. 

5 However, because both models use overly conservative 

E surrogate placement assumptions, the MST is known to be 

7 overstated . For this reason , the HST is not a valid 

a compar ison -- either !or the HAl Hodel or fo r the BCPM. 

S Put simply, the only thing you have in terms o ! 8 

10 validation process is t o compare whet these t wo models 

11 produce and the HAI Modol performs better against t he MST 

12 s tandard end, 88 I said earlier, the f~I model has almost 

13 4,000 more route miles of distribution cable than the 

1 ~ BCPM. 

15 So, you, the Conunission, are going to have to 

lE judge these models based on the methodoloqie a empl oyed in 

17 th~ models and baaed on your evaluation of the 

19 reaaonablenes,s o! those methodologies . 

H This is why Mr . Wood and I are not suggesting 

2C that the BCPM should bu rejected because it fails the MST 

21 teat more t hen the HAl Hodel , because we do not think thie 

22 is a ~eaningtul measure . Hr . Wood and I are suggesting 

23 tha t the BCPM should be rejected because of tho various 

24 methodological problems ~n the BCPH tha. torco it t o design 

25 an arbitrary •nd ine!tlciont network. 
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1 Thank you. 

2 MR. IJ\HOUREUX : Hove the ad:Ussion of Mr . Wood 

3 and Pitkin ' s rebuttal testimony in tho record as read . 

4 

7 

a 

10 

11 

12 

1~ 

14 

1! 

lE 

17 

18 

1! 

20 

21 

2< 

2: 

24 

2! 

CHAIRMAN JOHNSON: It will be admitted. 
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RESUlT AL TESTIMONY OF 

DON J . WOOD AND BRIAN F. PITKIN 

ON BEHALF OF AT&T COMMUNICATIONS OF THE 

SOUTHERN STATES, INC. AND 

MCI TE.LECOMMUNICATIONS CORPORATION 

DOCKET NO. 980696-TP 

001644 

8 Q. PLEASE STATE YOUR NAMES, BUSINESS ADDRESS&'> AND 

9 DESCRIBE YOU BACKGROUNDS. 

10 A. My name iJ Don J. Wood. My busineu addtc.u Is 914 Stream Valley 

I I Trail, AJpbueaa, Georgia. I am the same Don J. Wood who prefiled 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

direct testimony In thiJ proce-dini on Auaust 3, 1998, and my ~und 

and experience arc described In Ex.hibil: __ (DJWIBFP· I) to that 

testimony. 

My name is BNn F. Pitkin. My bllliness acldrep i• IOiclc. Kent & Allen. 

Inc. ("K.K.tA"), 66 Canal Center PIIIZll. Sulte 67(i, Alexandria, Virginia 

22314. After jVaduatlon from the Univcrtlty of VIrginia. I joined PcttrJOn 

Consultfn&. 1.-.P., ~ I wu Involved In developlnf and analyzing large 

databuca and pcrl'onnlna economic analyses.. In 1994, I joined KX.&.A. 

SlnocjoinJna the firm, I blrve been involvt'd In 00$11111Al)'JCS for the 

telooommunlcelioas and railrold Industries. M~~ny of the analysct that I 

have woTiccd on have been submitted in regulatory and court proceo:dinas-



2 
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6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 Q. 

17 A. 

18 

19 

20 

21 

110 1fl4 6 

M~ dCJaibc aiDl\Jor problem with the BCPM lhar prevmts tbc model from 

5CfVina custom:n with the lldWOri; thai the BCPM construcll. ln Section 

IV, we critique the BCPM switcblna module, tnmJpO.n module and 

sipllna CON. Ia Sol:lioo V, we acldtess, in more delall,lbe BCPM 

mclboclology for calcnlatina tbc cost of the loop -- the lo.rgesl cost 

c:omponeut ofunivcnaliCrVic:e. In Secli.on Vl, we critique the BCPM 

input Ylluea. 1a Section VII, we address several clainu that the BCPM 

SJlOII'OI'I ma1te reprdiaa compllrisons betw.:en the HAl Model and tbc 

BCPM. l.n Scclioo Vlll, "'-e sunmwize our findin~J and conclusion !hat 

the BCPM caanot provide a reliable estimate of the c:osu assnciated with 

providina buic local exchange ICIVic:e in the llAie of Florida. In contrast. 

the JW.Modei aponsored by AT&T and MCI (and presented In Don 

Woo4a direet testimony) does provide a reliable c:stimatc o f uniYttSAI 

ICrVi<e CON. 

ARE THERE £XIIIBfi'S TO YOUR TESTIMONY? 

Yes. Our testimony lncludes 21 exhibi!J, as follows: 

DJWJBFP-1: The BCPM .cvina tuea dalgn iJ arbitral)' 

OJWJBFP-2: A.uoeia.tcd Press aniclc titled '·Auessmenr Saughl on Bell 

Ratea" 

DJWJBFP-3: FCC PubUc Notice titled ~Common Carrier Bureau Seeks 

3 
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4 
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6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

IB 

19 

20 

21 

22 

001647 

Comment on Model Phllform Development," Relc:ucd 

A.ugust 7, 1998 

OJWIBFP--4: MaJ)8lllustraling that tho BCPM docs noti!CI'\'C all 

DJWIBFP-S: BCPM outputlq)OIU showing tho Investment and oost 

generated by the BCPM using the BCPM's "&lt&ult 

swit~:bioJ method. 1n11 tho ·scM switdllng method" 

DJWIBFP-6: HAl geocodlng ~ICCCSS rau: by stale and denJlty zone 

DJWIBFP-7: AT&T md MCl June 10, 1998 Ex Parte filina with lhc 

FCC lltled MHAJ Model S.Oa - Wby it f.nalncen the 

Approprial.e Amount of Distribution Plant" 

DJWIBfP-8: BCPM ullimalc &rids VIII)' in siz.c across the United States 

DJWIBFP-9: Bellcorc eornparii'On of bush v. branch design 

DJW/UFP-10: OtaphicaJ compuilon of the BCPM md HAJ Model 

approaches 1D customer loeatlon and outside pi!Uit design 

DJW/BFP-11: Illustration ofMST Analy1is on the BCPM 

DJW/BFP-12: Orapb ofHAJ Model Coppc1 Analog Distribution Loop 

LenilhJ 
DJW/BFP-13: The BCPM docs not build cable to reach modeled eus1omer 

loeallons 

DJW/BPP-14: Square lou arc lncfllc!c:nt md relult in lncru3cd developer 
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I. EXECtmVE SUMMARY 

2 Q. PLEASE SUMMARIZE YOUR CRITJCISMS OF Til£ DCPM 

3 METHODOLOGY. 

4 A. 1bc BCPM's greatest fl4w iJ ill failure to modd a basic local cxclwlge 

S oetwofk ullna moJt'l!ffielent. fotw!lld-lookina eosu based on lhe most 
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17 
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r=t oommcreially available l.cehnoloJ!Y and equipment :and generally 

ac:ccptcd dclign and pleccmcnt principles, as ~a~uired by F. S. 364.025 (4) 

(b). 

While all cost proxy modds must ml!.ke simplifying &SSWJ!ptions (in order 

to complete proccssmg in reasonable time), lhese assumptions abould 

reOce~. to the maximum extent feasible, the rcaJ world deoision-lllllking 

thai engineers use to design outside plant efficiently. The BCPM does not 

ml!.ke reasonable 111sumptions in estimating the costs that an cffidcnt 

providct would llx:ur for providing basic local telecommunications 

lu we will dcmonsln~ in detAil below, the BCPM sufTcrs in comparbon 

with the HAl Model on each of the c:rhlcal design charN:trristics of the 

network. Fim, the BCPM Wet no advantage of the larac amount of 

ectual CUJtom.er location information that ia c:umntly publicly·avallablc in 
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the marlcetplace, nor docs It rdy upon any such dalA that is pre$WD&bly in 

the possession ofBellSouth or the other ineumbentloc:al exchange camera 

("ILECsj. lnmad, the BCPM relics upon a series of unsupponcd 

assumptlon.s to aiiDCtll• all eUS10mef locations to microarids - areas of 

a.pp!'Oltimalely 1,500 feet by 1,700 feet (a proc.ess di5CUSSed in g;eatcr 

detail later in lhis leStimony)- that the BCPM arl!itrtrily overlays on the 

state ofPiodda. Bceause the BCPM docs not use actUAl customer location 

infonna:tlon that Is available In dcsianina its c:anier scrvins areas and, 

!llSielld, evenly-<lisuibulet c:ustomers alona roads, It cannot reflect the 

c:ooceo11'111ion of tultomers thai exlrt in the real world. The BCPM 

approadl of dispenins customers as much as possible on a subset of 1'0841 

in eacb CB 1aldJ 10 OVttllale costs. In shon, a oost proxy modcltl\at docs 

not employ the mostiiiXW8k demand infonna:tlon available in its 

alsorith.m:J CIIIIIIOI effic!mlly dclisn filcWties 10 serve these customers. 

Secood, the way in wbldl the BCPM methodoiOSY employs these road 

aurro~ locations mutt In customen not being located at all. 1\$ we 

describe below, the BCPM docs 001 serve all boUJCholds - a requirement 

for cost proxy modcll that arc 10 be used to calculato u:uvmsal service. 

Third, the BCPM relleaupoolhis wno arbitrary grid atnu:turc to cmbllsh 
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lhc physical boundaries of its carrier serving areas. As we explain in more 

daail below,lhc JMacst grid size employed by tbc BCPM is too snWJ 10 

take fu1.J ad~e of the digital loop carrier ( .. OLC") t«hnoloay that iJ 

cwreotly available for COIICCI!trating CUSIOmcr calls. As a result, the 

BCPM models too many servina anw in the swc, requiring cxce5$lve 

amounll of OOIICClltnlion equipment (L• .. saving uea intcrfac:e - SAl -­

and Oigilal Loop Cmicr - OLC) and 100 mueb sub feeder to conncc:t these 

carrier acrving areas to main feeder cable rouw. In addition, because lhc 

gcographlc loc:ation oftbc grid JYslem is lllbltnuy -ignoring actual 

customer locationl- it often subclivides groups of CUJIOilKrs that could 

(end, in the rW world, would) be served together, violating both common 

-and accepted ~ plant cngincerlng pmctlce. Exhibit: __ 

(DIWIBPP-1) iUUSU"atCJ that the BCPM will tn:at4 customers differently 

dcpc:n41ng on the location of these CUJIOmert relative to the lllbitnuy grid 

loc:ation. 

Fourth, while the BCPM employs too much OLC and 100 much Jubfcedcr, 

It 11UJ falllt.o provide su11iclcnt distribution plant to actually reach the 

customer loc:ationJ that it hypothesizes. This arises because of two 

addltiooalassumptlons made by •be BCPM. /.cr .• ( I) to build distribution 

plant only within a "road-reducod" quadrant (11e uea of wblch Is set equal 

8 



2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

l i. 

13 

14 

IS 

16 

17 

18 

19 Q. 

20 

21 

001652 

to the rond mil~e In the quadnull, multiplied by I ,000 feet), and (2) to 

"limlt" the amount of connoctins, backbone, and branch ceblc constructed 

In that quadnlnt to no more than the road distance In that quadranL As we 

dcmonJtralc below, the e.ffecl of these assumptions I• to underestilll4te the 

amollDI of dilttibullon cable rcquin:d l!lld, in most ClUeS, to constr\JS ~Yn 

Ius cable thrA the model estimii!Ci il Rquired. Az. a result, the HAl 

Model bullcb epproxlmately 18 percent more beckbonc and brand~ cable • 

·the portloa oftbc OUilide plantllCIWOrlc that actually runs down streets 

and eoonecu to customen- than does the BCPM. 

The sbortcomlnp In the BCPM result in the worst of all worlds -

JUbct•ntially ovc::rstlltcd .:clSIS for a basic local exchansc nctworlc that fails 

to racb many of the .Florida customcn that it is Intended 10 !!Crve. The 

carrlc7 aervins area dcslp:~ tmployed by the BCPM - which fails identify 

IICCIItaldy eus1omu locations and JUVe them efficiently- Is Its most 

critical desianllaw, one that affectJ viltually every othef c:alculation in the 

model. 

HAVE OTHER STATES REACHED CONCLUSIONS SIMILAR 

TO YOURS .REGARDING THE DEFICl ENCTES lN TilE BCPM 

AND THE SUPERIORITY OF TilE IIAI MODEL? 

9 
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nccwort-. ~.1M 1W Model m<n ~ly loades 

CIIIIOmen r.nd b m«e opcn10 pobllc: l't'flcw. Thcrt(on>,lbc 

Ccmllllllioo ldoflU 11M HAl Mode liD ..W.Ibb lilt KmN<i<y USF ll<ld 

dc:unnitw:l IIIII lilt IIAI Modrl ~pile$ wkh 1110 FCC' a critaia as 

dis: ~ bdow.J 

The M!Metota Public UtillltltJ Commlulon also found that: 

00 l 65t1 

In hit rcpor~.lho AU favwed the IIAI 01odrl <1YC< lilt BCPM, ll<ld over 

a "blalcl .... of lbe rn<Odeb. llowewr, lbc AU auo &\lORd cctlaln 

modllletdons or IDpuu lllld 04hct c:banJOI. H .. lna rovlftcd lbe reccn1 

lllld cooaldcnd doc ...-., doc Ccawwloo ..,_ whh lbe AU 

lhll the IW provldn die mlll'l 1<CW111CIIId r.lloblc IIIC1hod (O< 

eodn>ldoia 11M-or aervbla M~McsoeaAt livinaln nml. INvlar ond 

hiP _.. ..... Thcnf<n doc Ccaulllarloclacotp~J, odops llld 

iocGpol- bcttbl by kfcm>ec tbc llndlnpond ~or 

I!. AU'• Report.' 

The report of lh¢ Adminlsl:nllivc Law Judge in MinnetOta ata1CI that: 

Tho leportmall tlr'OI\IIY ...soc ... lbe HM bcaulc It bdleva the 1-lM will 

boaor -pllsb the F'CC'a JOOis few I'WV priD<ipoJ r-. Finl. b b.u 1 oncn 

- ~ Corloatll>1 _.,.llwl DCPM IOd It mlnlm!z<o rwllonc:c on 

ll.lnOplO locadoo t«hnlq>Ka. Socoad. the 1-lM'a owltddn1 modulo J<nC1Wla 

- 1CC111n1ic awlldliJII COlli llwl BCI'M'o SCM module. F., bocla lha< 

-,the ll<jWIIi""" bdlna !bot 1bo HM w\11.......,... 1 more-

.,....tlctloo of 1bo cllatri'budoo IIC'IWOflt llld Ita - d•"' 00011. M<novu, lllc 
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HM- lhc Fees lal cm.rta Ia 2.50. DPS II S4·$$. (No U. pon 116). 

Tho AU coaclucln !hal U.. HM. wid! U.. modll1c:llloGs of illpuu and ocher 

cbaloaes R«<l!!lD....sod Ia tills rcpM. sbouJd be Klcdcd U lhc <>001 OIUdy to be 

wbmlttod 10 U.. FCC. II mocu lhe ~iremcnu o(2JO bttl<tllwllhc BCPM. 

lo portlc:ulat, and mootlmponanlly, 11 bcsl r<l1ocu "lhc lcul-«*. mool<il'~<ialc. 

ood rniOIIIblc tldmcol"')' cutmllly bciq deployed, • llld "loa&•NII. 

fcwwlnl-loolrlna. oconomk: COIU. • Compii111Ce 10 cheoe standards Is oppom>t 

tb1oucJoout lhe modcrs clcslp.loaie, llld lupuu. <"-&• u . pon 119). 

The auuca of liawali and NevadA lllso hAve eoneluded that the HAl Model 

Is superior to the BCPM. 

HAS THE FCC PROVIDED ANY rNSIGRT INTO WlHCU 

MODF.L'S METHODOLOGY tT PR£FERS? 

Yea. On Auausl 7, 1998, the FCC released o Public Notice titled 

"CoDIIIIOO Clrrier Bureau S«lu Cornmct~l on Model Platform 

Dovclopmcnt" (thl1 FCC Public Notice is included as Exhibit: __ 

(DJWJBPP-3) to our testimony), in which it atatca: 

(l)a tbo l'lonll« Nock:e.lhe Commluloo oommonu oo dlo avalloblllly, 

fculbllitr, and rellobillly of wln1 Jeo<odcd U.ta to clctcnnlno lhe 

cliAribuUoe or ...._.Ia 1M fedmllt710d>Mlsm. Many.......,.,.... 

from ..._ U.. spocu ""' of t11o IDdulory acroelbll aooooclod dill IIIII 
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ldallltylho -..1 l<OP'r>hk '-dona or-"" prd'enble 10 

alpidont • 1 dod 10 allmlu CWI<XDct locallocu beJCd '"' 

IAfomwloft ll>dl u ..,._ blodl dola. 

l.n addition, !be FCC ootes thAt: 

Ia IIIIo p!1b1Jc DOilce. wo CCllllldct a model pladonn chat VOUP" 

CWIOIIIcn uslfta • c'-!na app h bocauso ltoppcon 10 hive 

111v1111acet over .,Will& app-.llea. HAIIw pa-d the coaspul<f 

code for 1a ~ a/pllbm '"' 1ho .-11 illlhlt prvcc«~illa. 

Thus, It appeanlhat for vinUilly all upccu or lbc customer location 

~!be HAl Model uses (or has been lldjllltcd to incorporate) an 

approach lhat Ia endorsed by the FCC. The BCPM docs not aeo<>o<le 

Cllltomert, and docs not usc a clustering approach to identify scrvina 

areas. 

IL PR£UMINARY ISSUES TO DE ADDRESSED DEFORE 

EVALUATING COST MODELS 

THE PROPONENTS OF TOE BCPM TYPICALLY RAISE A 

NUMBER OF "RED HERRING" CRffiCISMS OF THl: HAl 

13 
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MODEL IN AN EFFORT TO IGNORE SUBSTANTIVE ISSUES 

THAT DISTINGUISH THE TWO MODELS. WBA TARE SOME 

OF THE ISSUES THAT ARE NOT CENTRAL TO THIS 

PROCEEDING? 

Issues thAI do not COMtilli\C slgnifiCMI di!Tcrcnc:cs between lhc models 

should not be the primary focu.s of these proccedlnas. Por example, there 

i1 little point in a concepeual diJcussion coDCCmlng the need for or the: 

exlall of psepiX ... •ing, because both models require extensive 

~in orckf 10 get the information Into useable fonn.at (it is 

imporwu 10 rccoanize, howevet", that substantive cost calculatioos dealing 

with foodc:r and subfooder o.re coniAlncd in the BCPM prcproccssing, 

wblch makes It effectively impossible to modify these wurnptions in the 

BCPM; the com:sponding HAJ Model calculations o.re contnincd in the 

HAl Model Itself, making them easier 10 review o.nd modify). Othcr 

cxampiCJ of "RCI bl:rrings'" include: 

X Should a model conJoill/oops with ct>~r dlstoncu ill atus of 

12,()()(j f~et? In fact, both modcb consuuct a llll&ll percentage of 

loops In Florida with copper distance~ in excess of 12,000 feet. As 

0 result, the reaslbllity of this deslsn feature should not be an issue 

in this proceeding. 

X In utllfiiJtlng ccms, IJ /I opprOJ!'fote for a mode/to IUSIJmt on tvtn 

14 
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Although business IOC4tlons geneollly are defined Identically in the HAl 

Model mel the BCPM, residenllalloc:atiom are defmcd differently. The 

fW Model defines a culh'«Mr locatl.on u a IOC4tlon likely to require basic 

loc:al telephone lmllce, and usee a howU.Oicf coWJt (from either the 

Census data ot the Mctromall datahuo, wbicbeYW i.t 81""1.er). A 

wlwutebold" aenmlly rc:Liectaan occupied housioa WJit. or one that has 

recently been occupied. In contn.11. the BCPM methodology dc.finea o 

euslomo:r location as a ho111111g 1111/t- wbicb includes bolh occupied md 

Wloccupled residential locations. Defanina residential customer locations 

in ICtmJ of hovslhDids. as is dooe in the HAl Model, Is consiSICnl with the 

FCC' a UDivaa.l Service Order, criteria No. 6, wblcb swes: w(t)bc cost 

Jtudy or model m1111 CJtimate tliC cost or providina~~Crvice for all 

busi._ md hows.h<Jid.J wilhin. aeoppbic rqlon." (emphasi.s added) 

The New MC!Xlco Stale Corporation Commi.ssion fowwllhAt "the use of 

bourlng unitJ, mhct lhlll bowleholds, resultJ in a cost estimate lhAl 

rcnecu the assumption lhAt plant Is built in areas wbcrc no one lives Md 

for wblob the local cxchlul&c company bas not consuuetcd li>cilitlea." 

Tbis Commission ullimaldy concluded t.bat •the ux of housing uruu is a 

alanlflcant shortcomlna in BCPM."1 

16 
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BOW ARE FEEDER, AND DISTRIBUTION CABLE DEFIN£0 lN 

THE 1WO MODELS? 

The tw Modd uses a c:oosll~ent definition - deli nina all cable: on the 

"cust()IJief tide" of the fc:c:dc:r distribution interface ("FOr - the term used 

In lhe BCPM) or servina erca interfAce ("SAl" --the term used in the HAl 

Modd) as dll:tribulion plant, and all cable on the "central office side .. of 

the FOI or SAlas feeder plan1. This definition iJ ac:ncrally ec:cepcc:d in the 

industry (s.v. for example, peac 47 of the BCPM 3.1 docwncntation. 

IIIC COIIIlc:ded with c:oppc:c dimlbutlon faclUtlet''). 

The IV •'M J -oponcniJ have adopted non·SUIDdard definitioN or (c:c:der 

and distribution fadlitics. The BCPM output actually classifies all 

coi!JICCtins cable constnlC:tcd by the modelu fcc:dc1 plant, even when 

- ofthiJ cable bon lbc customer side of the FDI. This non•standatd 

classification it explicitly recognized in the BCPM 3.1 documenmtion, 

wbld!IWc:s lbc "wbblo tbJs IJ typlwly considered diJtributlon cable. the 

Model hu fixed the clusiflcation oftha cable u feeder. In a future 

relcuc oflbc BCPM, thlJ. cable will be clllSSificd differently." (BCPM 3.1 

Mctbocloloay, Scclloo 6.7, f001001c 37). 
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In the compariJons llw we make ~low. we use a consistent definition of 

feeder aod dlsuibut.lon plant for cable inslllled by both mock Is. All plant 

011 the cc:nlrll office llide of the FDI or SAl is elwifled u feeder cable; all 

pl&lll on the CWIOIDCf aide of the FDI or SAl is dlsuibution cable. lu 

llOICd carilcr, Ibis oonvcnlion Is consistent with standard pniCiice In the 

Industry. 

SHOULD EMBEDDED DATA BE USED TO VAJ.JDATE TIJ:E 

COST PROXY MODELS' 

No. In thlJ procecdlna, neither cost proxy model b attcrnpdng to model 

tbe existlna octwodL Instead, the cost proxy models •ubmin.cd in lhil 

procoedlnll purportedly III'C designed tO ~ forward·loolting. rcfleet usc or 

tho best, currently-available lechnoloSY and malnecrlng deli110 standards. 

~ econ.omically efficient, and rdlect the long· run. Obv!vusly, cm~dcd 

networks do not meet these coodltioll!, so compariooll! or model outputs 

to embedded llCIWOd; clw'lcteristica can be miaiDllding. 

1hll feet ha.s been m=oanlzcd by the Kcntuc:lcy Public Service 

ColllllliAlon. wllk:b found that: 

Tbl HAl Moclcl - drttlopod 10 eorimKc lllc ....u locwrcd by ... 

dlldcot ..m. buJidlnc. DCCWort •dna CUITCil1 ~and­

n.. .......... ~ puup clooJ&nlaa lllc model wedloclt·Nn fWWIII'<I· 
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loolrina COliS. The IIIOdol cornaly applies • loa&-nm wump<Jon by 

lralioa cbo ILECa' t,mlxdded <OIIIC'\Ietln, ncq>l rot dx locatioa or 

w~Rao~at, as ..n..t>lc 111<1 avoidable.' 

6 IJI addition, it iJ appropriate 1o be extmnely skeptical repn:lioa the relevance and 

7 ac:cW'IICy of embedded and biJioric cWa, especially when the avpport for the cbla 

8 bas not been providtd. While the fLEe's have provided proprietary inpulS Into 

9 the BCPM, they have not pcocluced the SOUTCeJto these lnpulS. A re«nl aniclc 

10 titled MAssessmen.t SouS)It on Bell Races," atllclJcd as Exhibit:_ (DJW/Bfp. 

II 2), reveals that "an audit by the fcckral Communications Commiuion show tJw 

12 some of the equipment the Bells have on tbcir boob c:annoc be occounced for."' 

13 

i 4 A pin, F. S. 364.02S (4) (b) rejects the use of embedded chancteristics and 

IS hisloric Information and requires thai the cost model usc: total forward-loolcing 

16 cOlts based on the most =eat commercially available tcchnoloat Md equipment 

17 and ~ly ac:cqxcd design and placement principles. 

18 

19 OJ. ASERJOUSPLAWINTHEBCPM DESIGN ASSUMPTIONS 

20 RENDERS TH£ MODEL'S NETWORK IN CAP ABLE OF PROVIDING 

21 VNIVERSALSERV!CE 
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described la~er in lblt tesrimony, we~~~ from BeiiSouth the detailed 

microsrid d4!a for BeUSouth's IC:I'Vice tenitory in Florida. This 

information wu compared to the ultimate grid data that i.s pan of the input 

file pass:<\ from the BCPM prcproc:cssina 10 tho BCPM, iuclf. We 

identified eevetll geographio locations where lhe BCPM data showed 110 

occupied ultlmllc BJid- which uuted the BCPM model to conclude thai 

no JUbfccdcr, DLC, or distribution plant wu required - b'ut whc:rc the 

more detailed dai4 for the mlcroiJlds eom(ll'isin& the allegedly WlOCCUpied 

ultimate arid arc occupied (because they hAve been alloaled CU$10mcn by 

the BCPM prept'OCC$Sina). 

Exhibit: __ (DJWIBPP-'1) c.onlllins eXIIII'lplet of this phenomenon. In 

each case, we have sbown the customen all~tod 10 the mlcrogrids within 

ucb ultimate grid, even wbcrc those mlcrogrids Ate located witbln 

suppos:dly unoccupied ultimalc Jllids. For the Sllkc of comparison, w~ 

hAve shown tMic maps for etch wire center (one Florida wire center and 

two Texas wlrcceruen). The flrrt map shows the number of households 

reported by the C.CilJI•s data for Cllcb Ceo.sus Block.. Tho second map 

shows the cfutribution arcu 10 which the BCI'M IIClually builds (adlhies, 

llluslzalloa that the BCPM oetworlc built In each of~ wm cmten does 

not serve all of the bouseholda loc:otod in the wire center. The last map 

21 



2 

3 

4 

s 

6 

7 

8 

9 

10 

1 I 

I~ 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

· eoHss 
ahoWIIbe HAJ Model ct~. and demonsua~ that the nctworic built by 

the HAl Model d«sserve all of these houacholds. 

The bottom line Is that the BCPM fails to build any outside plant to some 

ofthetc occupied locations, even though the BCPM pn:proccssing 

demonstraletl thatlherc arc customm in tbcsc locations (this situAtion iJ 

most likely to occur in a largo CCOJUI block with relatively f.:w customm 

and a substantial amount of road di~ - in JUcll cimunSUUICCS, the 

BCPM preproceuing will Ill locate a fractional customer to the microjpid). 

When thesc mlcrol¢ds arc nagrcpted .imo A •Ingle ultimate jpid, this 

pro<:e11 could result in an ultimate grid with only a fractional customer. 

Although it i.t dlffic;uh 10 bo JUrC (boc""OC the BCPM prcproa:uiog is 1101 

easily reviewed), some portion of these fractional ultimate aridl arc 

dropped before cla111.ls passed 10 the BCPM I ~~elf. This error within the 

BCPM preprocessing clearly violates critcria oumbct six of the FCC's 

Uolvmal Order, which requires that, "(t)he cost study or model must 

estimate the cost of p. widlng JC:Vicc for all busillCUC3 and lloll.ftholds 

within a gcoSJ'IPhlc region." (cmphuia added) 

lV. THE DCPM DEFAVLT SWITCHING METHOD 

OVERSTATES COSTS AND THE TRANSPORT AND SIGNALING 

22 
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fo, til~ D~fiVIft ofSwltchilfl Cost$, Wit/ell uatls to a Slp(/lcGnt 

~~ ofSwtldllfl Cos# 

7 Q. THE BCPM RUNS FILED BY DELLSOtmJ AND SPRINT IN 
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TBIS PROCEEDING RELY ONLY ON THE "BCPM METJIOD" 

FOR CALCVLA TING SWICHINC COSTS. DOES Til lS 

CONCERN YOU? 

II A. Yes. It appean !hat the IWitchina costs resulting from the "BCPM 

I 'J mdhod" arc liinificantly ovenlalcd. In Florida. G I'E filed the BCPM 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

usi!-.; SCM inpull ror Its~ ecnten wblle Bell South And Sprint used the 

~"BCPM method". Overall. runnina the BCPM IWitchina modult for 

OTB's Florida acrvico taritory usil\8 the "BCPM method" would gcnennc 

IWit.chlna invcstmcnl 21% higher than the switdlina Investment that was 

aeomud by OTE us! 'I lbe SCM inpuu for the same territocy. 

Simllarty, in W&lbJnaton ~We, US WEST tiled tiKI DCPM with SCM 

Inputs for 106 wire center:~. Ovc:nll, runnina the BC'PM IWitcllina module 

tbr these U S WEST wire ccntcra using the "BCI'M n ~lhod· gencntod 
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swltchina pro<:cSS, h b importanl for us 10 point out thAt U S WEST- one 

of the BCPM developen- hu elected to rely on IUlOtber method (IM 

"SCM method") wblcb yields IWI!china COliS thai arc apptOXimatdy one­

half of the switddna cosu produced by tllc default "BCPM method." 

6 Q. 8A VE OTHER STATE COMMISSIONS BEEN CRITICAL OF 

7 THE BCPM SWITCHING COSTSf 

8 A. Yes. The Minnesota Public Ulilillcs Commiulon found "lh:lt the BCPM'a 

9 

10 

II 

12 

14 

IS 

16 

17 

18 

19 

20 
21 

22 

use of exlstina IWitd! dcsiJIII iJ not conJistenl witll wtw en efficient 

earner would put in place tod4y end tends to ovcn:tatc costs. • (Paac 23, 

pma97) This coaclunon iJ lqely based on the analy1ls of Mr. Legunlcy. 

• c;onsultant 10 the Mi.Gocaot.a Dcpu-tmcnt of Public Service: 

8olb moddJ can usc the FCC awitcb cost u inputs, 

but both use their own defaults. Mr. Lqunlcy 

analyzccllbc liM end BCPM switc:bing modll!cs 10 

detcnni.nc wbetber either module produced results 

in line with hi· knowledsc or ectual switching costs. 

(Tr 974) He c:onc.luclcd thallbc HM'a results wm: 

"much bcncr, but ltill COIUC1V1Itivc,• (Tr 954) 

Mr. Legunlcy eclcnowledged thai the liM ~rived 
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8 
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10 

II 

12 

13 

from just four data points. (fr 973) His CC>ncem 

however, was not with the derivation of the cost 

cutve, but ralhcr with wbethu the c:wve aencratcd 

IICCUI1IIc cost estima~. He testified: "I have 

absolute confidenee in tile resulll thai are produced 

by the rcareaion curve.• (fr 975) Mr. Lcau:sky 

described the n:sults of the BCPM methodology a.s 

"taribtc• and u •way out of line with cumnt 

Industry pt"'Ctlcc" (fr 95J-S4) 

001669 

14 Q. DO YOV IIA VE ANY COMMENTS ON THE BCPM TRANSPORT 

IS AND SIGNALING COSTS? 

16 A. Y~. The BCPM tnlnlport and signaling modules are based on embedded 

17 

18 

19 

20 

21 

nciworit c:onfisuratlom. 8ec•noc lhesc embedded c:onfigwutions were 

bulh inc:mncnllllly to J~CrYe dellWid as dellWid has risen over time, they 

most lilldy are not optimal. 1n addition. new tcchnolozy hu owdatcd 

mueb of tho old technology and can now serve tho s•1mc pwposc mo.., 

eiYicicntly (L• .• wltb both lowu tnltW eosts and lowu malntcn~~nCC eosts). 
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While the BCPM signaliag module "[u)ses the existing SS7aignaling 

oetwotk u the buis for !be SCPM netwon" (bued on embedded da~a), 

review of the BCPM sign:aling calculations indicates thAI no explicit 

modeling of slpling CiOSIS Is paformed at this time. wllich conflic:u wilh 

one of the FCC's rcquim:Dma for oost proxy models and f . S. 364.0l5 (4) 

(b). IDS'eed, the oxr must employ an input lllble thAI Is bued on resulll 

prodllCCd by !be "SiJD'Iing Cosl Proxy Module" for peru of U S WEST' a 

opet'lling regiOIL 

v. CALCULATION O F LOCAL LOOP COSTS 

The A tXurtlle CG!Clllllllon of IAcol Loop COJtlls 8 tUtd on t1 Strlu qf 

&sUit/of Steps 

IS Q. WRA 1' ARE THE CRITICAL STEPS IN MODELI'NG T HE CO~I 

16 OF THE LOCAL LOOP1 

17 A. The ailical steps in this process arc: 

18 I) identifying res\dmrial and bnsir!C" customo' locAtions in each 

19 wire ccntcr; 

20 

21 

2) ~these customc:n inlo cfllcicnt carrier serving areu and 

distribution lftU {ciJJuibution arcu may be aubscll of carrier 
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ICI'Ving areas): 

dcalpiDa an efilclcot ayJtem of feedcn and subfeedcn to coiiMCI 

each of the rcning areas to the wire center, coruiJtcnt with c:um:nt 

OUISiclo plant coaineerins pracdces; 

loc:atina properly the serving area interface ("SAl") and/or wgita1 

loop carrier ("DLC") equipment In each serving area; and 

dcsipina an efficient I)'Stem of distribution plant (backbone, 

bnuxh, llld I'Oicl table) 10 connec:t C\II!Omcr loc:atioDJ 10 the 

SAJ/DLC equipment. 

The ran•inder of this Section critiques the BCPM ln each of these areas. 

I n Dlr«< CcltlrtUt I# thtt IIAI/tlolhl, Tltt BO'M Flllls to ACCIII'fllt/y 

15 Q. UOW DOES TUE BCPI'tf DETERMINE THE PHYSI~.L 

16 

17 

18 

19 

20 

21 

A 

LOCATION OF CUSTOMERS FOR TUE LOCAL LOOP? 

M noted earlier, the BCPM makes no llltempiiO determ!DC the physic:al 

loc:atioo of cu$l0Dltll in designing its network. Instead, it rellea upon a 

se.:iea of o.lloc:atiDDJ In order 10 wstribute all customc:n In o. Cenaua Block 

("CB") 10 a arid Dl!tWOrk that La llbitmrily ovcrlald on each CB. The 

BCPM allocation Nlet 111\UDC that c:ustOmcrs sllould be auisned 10 each 
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arid in proportion 10 the llmOUIII of a CB's road mileage (for selec~cd road 

IYJie') lbaluwvenes each grid (lhc BCPM asswnes lhat road types such as 

US hlahwaye. State hlahwaye. ncighborbood roada, and city 5trcct.s are 

equally likely to SC!rVOlwic local exchange cwtomers). 

The BCPM cUSIOmet allocation asswnptlons are fiawed for JCVerai 

reasons. Fim, lhcre is 110 IUSOfl 10 &SS1.IItle - and oo evidence 10 support 

an assumpdon - that tech oflhc road types ~elected by the BCPM 

clovelopcn for IDCiuslon in the calculations has an equal probability of 

scMna basic local exchaogc customen.. Logic suggests that 

nclghborbood streets are more likely 10 serve telephone customers than are 

roacb lhrouah national parks. 

Second. excql( lo ncljlbbotbood atrects, It is Wllikely \hat cuscomers would 

be ~:t-distn'buled alona lhc sclootcd roadways. Our own <l.oy·to-day 

obtcrvations tc:U us that c:ustomen tend to be: clustered, l'lllhcr than evenly· 

disperecd along roadWIYJ. AJ is the case: in any netWOrlc industry, it is 

mo.re efficient (Le,, less M$tly) to provide lwie local c•change service to 

cwtommlhat are sroupcd IOgether than to serve cusiOmcrs lhat are 

evc:.nl)' dispersed. ThUJ, the BCPM base-line asswnptlon that oll 

CUJIOmcrt can be alJoc:a.t.od 10 arldl bucd upon reed mileage is 
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2 

3 Q. ASIDE FROM "'UR OWN DAY-TO-DAY OBSERVATIONS," DO 

4 YOU HAVE ANY EVIDENCE TO SUPPORT YOUR SUGCESTION 

S THATTREBCPM ROADSVRROGATE APPROACH 

6 OVERSTATES COSFS BY ARTlF!ClALLY DISPERSING 

7 CUSTOMERS? 

8 A. Yes. It is possible 10 use a mlnlmum spannina tree ("MSr") 10 estimate 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

the IUIIOIIIII of~ between cur~omer locaLio111. Essentially, lhc 

MST iJ the sbonest di.swlce n:quircclto connect a liCt of points, 11$Suming 

00 additional winletlec:lioaw points are added. wblc:b may shorten th!J 

d!SIIDCC. ln Other word~, the sborleJt distAnce to COMCCI a Qt'OUP of points 

when the COMCCiina link must go din.ctly from one point to aoolba. and 

001 inltncclluelf at tomellddltiOOAIIoc:allon. Thus, lhc MST IJ abo n 

meuurc: of clispc:nlon or bow C11r apart the points ate from ~ach olba. 

AT&T and MCI have pvvlded UJ wllh MST resul ts for two dilfcrentiiAI 

Model clatuets. The tim datuct usc:slhc ~ual gcocodcd I~ORJ from 

the HAl Model, but 11X1 cbc BCPM ro.d ~ approech (or non· 

acocodcd localiolls (rathe:r than that CB boundaty wumption nonnnlly 

employed ln lbo HAl Model}. The accood d.wct applies the BCPM I'OGd 
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swro&A~C 11pproacb to all customer locations. This was done 10 idenlifY 

!be ex1a1t 10 whlcb !be BCPM !Old sunoplC uswnpcion o\'ef'JialeS lhc 

li'IIC ~omer dispersion. ln !.he lowest density zone (0 • S lines per sqWU'C 

mile), !be ~ daluelacnaaled a MST dislancc of 1,188 miles, while 

usinalhc second damset (employing road IMTOplCS for all customer 

locations) &cent(alecla MST distaDcc of I ,234 mllcs- an ~or about 

4%. For tho -nd lowest density zone (5 • I 00 lines per ~quare: mile), 

lhc flnt dawet resulted in a MST dislancc of9,310 miles, while using 

!'Old JIIITOplCI for all CIISiomcr locationt resulta in a Ml>T diltan(C of 

10,102 miles -anl.ncrQse of approximately 9%. For lhc lowest two 

density mnes oombiDccl, usina !.he BCPM uswnption lbat all customers 

aro loulcd alooa Rllldl yiclcll o MST result thAtb aboul 8% fill=ICJ llllln if 

8eiUII aeococled dala were i.ncofporalcd. 

The above pc:n:cnta&cs II'C a COIIXI'Y1IIive csdmarc of !.he amount of 

ovematemcnl c:auscd by !be BCPM customer location assumptions, 

bccaute !.hey reflect !.he effect of using !Old IWTOpi.CS for only lho5c: 

loutlonJ tt.l originally wa"C physically acococJcd In !.he HAl Model. In 

olhcr worcll, changing !be 34% of CIISIOtMr locations !.hat were 

5\KlCCUruJly geococled In !be lowest density zone of the IW ModeliO 

road swropte locatlont incn:ues !.he MST diJIJince by over 4%. We 
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ontidpille tll&l usc of the road JUITOgate approach for the other 66% (non· 

aroooded locations) abo exaucratcs CUS!Omet cllspersion. Similarly. if 

c:haogina lho 62% of gcoe<lded locations in the scc:ond lowell density 

zones yidcls a MST IIICieuc of9% then the road ~rurrogatc IIJlPIOIICh for 

the olbet 38% it abo likely to overstate 1n1e dispcnion. 11111.~. ovemll 

dlspenioo io the lowm cwo density lODeS Is likely overswcd by 

subslanlillly more than 8%. 

l)ascd on this aoaly.ls, w.= conclude tll&l the asswnption implicit in the 

BCPM WJ!Omer location procas - I.e. that it yield• o useful estimAte of 

customer locatioos withllla win: c:c:nter- IJ incorrect. because the BCPM 

cus!Omer location protess doe~ no/ yield ii n;liiiblc eitinlatcl of the 

dispcnlon of CUSIOmcn within a win: ccntCT. 

HOW DOES THE RAJ MODEL LOCATE CUSTOMERS7 

The HAl Model IIJCI a«>eodina 10 assian precitely a large proportion of 

basic local mcchangc cw ·omen to thci.r actual physical location. In 

Florida, 70% of the rcs.idclx.e customer addresses have been groooded 

with a lalltudo and lo.ngltudc 10 within SO feet of their ~~<:tulllna.tions 

(Exhibit:_ (DJW/BFP-6) shows the reaidcntial scocodina suc..ess 

rate by dcnalty ZDDC for cadi swe and the nationalaven~gcs). The 
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reuWnlng customer locations .,., usumcd by lhc HAl Model to be: 

evatly-dirtribuud alona tbc: perimeter oflhc CB in which lhc customers 

1110 locaud. Because It ldcntllies actulll phyalcal location~ for the majority 

of the Florida tdcphoiXI subscribcn,lhc HAl Model is clearly superior to 

the 1-lCPM. whicb ldcnliftcs no IICtllal physic:allocalions for any of lbese 

18 TilE HAl MODEL APPROACH OF PLACING NON-

GEOCODW CUSTOMERS ON TilE PERIMETER OP CENSUS 

BLOCKS REASONABLE? 

Yet, his reaiOnllblc- evidence suggcsts that lhc resulting cll!tomc:r 

diJpenlon (for non~OCO<hd cu.stomcrs only) Is Jimlhtr 10 the dispersion 

that occ:w:s if the BCPM told 51U10gate approach iJ used for non-geocodcd 

locations in lhc lowest two density rones of Florida. 

The MST diJtance for the lo~sttwo density zones using the default HAl 

Model methodolol)' (I.-.. aeocodlng locatloOJ aod using CB surrogates 

only for lhc rcmain!na. non-aeoc:oded customcn) is 10,737 miles. The 

modified dataset (f. e. I seocodcd looatlons aod u.slna road II'.Jmllla!CS for the 

remalnlna customers) iJ I 0,498 miles. Based or. this IIIIAlysis, we 
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conclude lhat then: Is no substantial diffi:rcncc in dispenion using CB 

S1JI'IOIIfeS or I'C*i ~in lhc lo\\U1 density mnu in Florida, 

rutbouah the HAl Model CB surrolllltes are sliaJ!tly more conse!'Vlltivc 

than uslna mad surroptes for eslimaling c:us10mer locations. 

6 Q. DO YOU CONCLUDE T8A T BOTH THE CD SURROGATE 

7 

8 

9 

10 

II 

12 

lj 

14 

15 

16 

17 

13 

19 

20 

21 

A. 

METHODOLOGY USED BY THE BAJ MODEL AND THE ROAD 

SURROG.ATE METHODOLOGY USED BY THE BCPM 

EXAGGERATE AClliAL DISPERSION? 

Yes. The evidence praeotcd above demoiUU'llCS thJn rood SUITOgatcs 

ovcrsute dispcrsiOIL In addition. AT .tT and MO filed an u pam 

pR:Knlalion to the PCC on June 10, 1998, ottn<:hcd liSI!xhibit: _ _ 

(DJWIBFP· 7).1hat llddresscd Ibex swrogar.e mdhodologics for several 

stutly orcas around !he COWitly, Including florida (in swnrnary. thiJ 

prcael~Wion sbowllhat for Florida and KAnsas study area., UJl'lg rood 

swrogates yields diJiribution route distance~ !hot are S% shorter than 

lllilla CB SUITOplel for all density zones and S.S% shorter In !he low.:st 

two dcruity zones). Bccm1sc !he CB surroplel and the road surroplel 

appear to result in limilar ditpenion (based on MST IJlalyiCI), we believe 

lhat CB IW'JOillel aiJo ovenwe true dispcrston. In fact, Ibis is ...tal one 

would expect ftom a methodology lhat pliiCCI cUJ,omcrs as far apart os 
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Tb AnllllfPt/.oru U~Jthrly/Jtg tlu Procns Us'd by th• BCPM to 

Estbttil# Custo-r U>ar/Joru a" Countu-lntuJJJvr and Hllvt! Not B•M 

Vlllldlll•d 

RAVE THE BCPM SPONSORS PROVIDED ANY VALIDATION 

OF THEIR CUSTOMER ALLOCATION ASSUMPTIONS? 

No, the BCPM dcvelopcn have not attempted to explain, justify, or 

suppon their II.!ISUIDptions that customers tend to be (I} evenly dlslrlbuted 

to eacb mllc of all Included road types, and (2) evenly dlslrlbuted along all 

inc:luded I'OIIlls. While the HAl Model sponsors have made available 

granular statisticallnfonnation about the success of their customer 

gcoc:odlna in over 468 di!ten:nt state/density z.one geographical units 

acrou the U.S., we llrC! un~tWllll! that BCPM hu mllde public any 

analoaous information about thc suc:ce&S of iu cUStomer location process. 

It eer1ainly would be II5CfW for BCPM to s!llte (I) tile number a.nd percent 

of 8CIUJII customer locations that arc located along the road types that arc 

mapped in the BCP}.! model; (2) o Jtatistical mensurc indicating bow 

cvcnly thcac IICtU8l customer locations arc dispened alo~~g cacb or these 

road typea; (3) the number and petcen1 of w;tual customer locatioll5 that 

arc located whhln the "road-mlucocl square, • 1.<' , the quadrantJ in which 
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lhc BCPM model$ Ita dlruibution plant; and (4) !.he pcrc.-nt of aU 10114 

mile~&eJDapped in the BCPM model tlU\1 falls within the "road-reduced 

squue• in wiiJcb tbe BCPM models Ill distribution planL The provision 

of thetc statlstlc:a on a national buis, by stale, and by dcnsily zone within 

each stale would add immensely to an Informed debate over the relative 

mcrill of the BCPM's epproadt. 

8 Q. TO WHAT SORT OF VALIDATION HAS THE HAl MODEL 

9 CUSTOMER LOCATION METHODOLOGY BEEN SUBJECTED? 

l 0 A. The acocodina mc1hodoloaY utillzod by the HAl Model iJ the reJUit of a 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

proecu that baa been validated in the: mar1tctpi.Kc. The HAJ Model uses 

Meuomall's direct mallllddn:as listS ror rcaidoncc locations and Dun and 

Bradstreet's ("0&.8") c1.mbue roc business location>. Both of tbc5e 

data"-s are commerclaJ producu tlll1 have been utc:d in the lllll'ketplace. 

These databases are obtained by an Independent vendor, PNR and 

Moocjatco, llwua.b aamn-!J with Meuomall and D&B. PNR uset 

theac two commercially avallable dmt.ue,, along with a c:ommereially 

available gcocodins software proiJW!Ilcnown as Cenlrus8 De&lctop 

(distribuled by QMS Softw=) that c:onverts addi'CISC11nto huitudc and 

looeitude eoordiaates. In shorl, all oftbe data UJod by PNR to aeocode iJ 

c:ommcn!lally avallable and hu been cutc:d. and validated In me 
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The HAl Model U5C3 Metromail a.nd D&B do.IA to deccnnlne Klual 

c:ustomcr aeocodc:s bc«UIC the HAJ Model developers believe lhesc l.o be 

tho best eum:nt publbly available dnlA. To the cxtcnt that BdiSoutb. 

OTE, Sprint, or olher ILECs, maintain llJu of addrcases oflhc locations to 

wblch they provide 1elepboroe sc:rvi" - or thc liCIU&laeoc:odcs of lhesc 

locatiOIIf - OOC could IUbJtilule lhesc euslomer Qcocodes into 1hc HAl 

Model as DliCmAJ.ivcs to 1Jie sources il now \IJC3. lodced, ILECsseeklna to 

be eUJII'ble 10 ~ivc unlvenal service 111ppor1 ahould be rcquin:d to l~c 

available Illy d&la Ula1 they mlibl have in lhls regan! to improve lbe 

accuracy of the COlt modelina process. Similatty,to the extent that the 

ILECs have data oo the number of lines by type U1a1 are clcmanded by 

customm in c:adllpOCI1lc CB aodlor wi~ ccoter,ILECs that IICCk to be 

eligib!c to ~ivc uolverul aervicc suppon should be I'C(IU!Jcd 10 make 

any IUch data available: to the parties 10 improve 1hc .xcuracy of 1hc c:ost 

modelina proc:eas. 

Tile BCPM hsllhs Pnsaut16y rll1 JL£{j ill 111/:r Prt>«tiilll 

Vlflhna>ftl tlu I~ t~/llu Prootss VUtl by rltr HAl Mode/It~ 

A"MnlklY IHUifllilf• AciiUII Casto-r 1.«111/Du 
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IN 011:1ER PROCEEDINGS, WITNESSES FROM IN'DETEC­

THE DCPM DEVELOPERS- SEEM TO SUCC~'T lltAT 

ALTHOUGO GEOCODINC MAY BE SUPERIOR 

CONCEJ'TUALLY, THIS IS OF UTTLE RELEVANCE IN USY 

PROCElDINGS BECAUSE TilE GEOCODING SUCCESS RATES 

IN RURAL AR.EAS ARE SO LOW. HOW DO YOU R!SPONDf 

'Iliac ~ ICWDII'CipOllleS to th1J IJsuc. l'im. c:wrcnt acoc:odc ~uc:ccu 

rw1es arc noulliccly a llu:lcllon ofwbe.n venus rural. ln.stcad, they tend to 

be hleber iolllC!Cllum to hl&b dauity areas thaD they~ in extremely low 

den.sity- Thua. cwn in runtJ arcu.. reWMly hl&b propol1lon or 

contomen tballh-c ill town.s can be IIICCCUIUJiy ~ lled. ThiJ means 

thai tho HAl Model doet a better job of locatlna clustet1 of CI'SIOnlen as 

they occur naturally, even In ruralan:as. 

Seoood, of courac, Ia that tho HAl Mocld's ability to locale r..oe-lhird of the 

Q.lltomel:1 ill the lowest density uea of florida is cl::arly s:upcrior to the 

BCPM, which IOCIICI no customc:n; and as we noted earlier, as aeoc:odina 

JUCCen rate~ Improve in lowcr..cJcnshy llt'CU, overall customer locatlon in 

the HAl Model abo will continue to improve. 
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rak iJ ~latively hlah In all dmsity mnea in Florida. 

In Florida (!Wldcnce Lines) 
D~1UIIY Zoae COGCOdePct. 

0- S 34% 
S-100 62% 

100 - 2.00 80% 
200-650 8S% 
6S0 - 850 84% 
8S0-2SSO 78% 

25SO - SOOO 64% 
SOOO - I 0,000 46% 

10,000+ SO% . See E.xhlbll: _ (DJWIBFP-6) 

ln IIJ Order, !he LouiJlana Public Service Commiulon adopted lhe Sl.lfr1 

Flnalllcc:onuncndation which I'CIChc:d a conelusion that ls cons!Jtent with 

It .. ._.., IbM wlsllc occonlln& 10 Or. Dulfy.Dcno'l 

&111Ait1GD of Nl'll. L•~ fewer than 20 boullna un hs per aq,..,. 

milo, 104 ofll<IISoulh's Loulsl1111 wire ccnlcn would be 

clustnad • .nnl, B<USoulh'a tlkvlolloa or unlmut..mcc 

Loultilaa. (Tr. ISS, MMtle ...... FIIod E&hll>lll,ll<IISoulh 

Tc~ blc. RcoponJc 10 FCC Da llf<j\ICit OA 

97·1433 CC Dod.oc !J6.45, A..,... U, 1997, Quetllont 9 1M 

19.) Thus. 10 dlo CX1alllbll dlo Haalldd model moro 

~ -.., CUSIOml:n In Olhcr hiiJ)I COSIIIUO, wblch 

OOCOR!iniiO O.IISoulh'a USP catcawlont all wlro ccnton .,.., 
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or-lnaoann~.,..... 

aiMCI'Mn It euperior'ID tbo IICPM'J mcCbod 1bll makes bulc, 

but -'>to. _,p«lon• ~pnlina CWIGmcrlocadon. 

NMrlbolao, tl>e BCI?M doc$ not loulo <:IIIIOmert. ~ 

Hadicld .noc~or. pr<prOCCPina pn>ee~~lliCI Mccromall c1a1a 

units Ia Loulllanaao orJ...-y 14, 199a. (BST Exlllbll4, 

Du~·Omo, lld""'e! p. 6, ATAT Exhibit I, Klick R<buaal, 

p. 21, 1114 8diSoudl ~. p. 3.} Clcatly •• modcllbll 

lldll.lllylocota -en Is "*" ....,.. dw> one thai 

c<tlm- -loallcN. Louts .... PubUc: Scrvkc 

Commission Scatrt FIDil ~ 11 7·1, Mardi JO. 

11u BAJ Mtxld At:ellrw.ldy ldmt(/lu Adlllll Gro11plng~ of Custotrf#rs, 

Willie tlle BCPM, By Uslllt tm Artijldlll ''Grid~ Owr/11)', Cofff/1/ar/y 

BOW DOES THE .BCPM DETERMfNE THE INDJVlDUAL 

CEOGRAPHJC AREAS THAT TH£ NETWORK WlLL SEHVE? 

41 
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!cqln'Ck llld lodi>'Ck riCher dian by principles of dl'ldau 

cla!p. 1bua, 8CPM ~ ocrvc a bypccbdlcal '""'p of 

r-a4jaccal bouJcholds ...,. ditl'crcocly d<pcndlna en wbcn 

lllcoe bouJcholds llappcQ to bo all>laU<IIn rewlon to tho 

lrl>hlvy pldllna thai BCPM lmpoMJ. If cnlln:ly lnclllded In 

-ll'ld. allhou>cbokiJ lu lhc JVO•P ml&lll be ... !JIIl<Ci oo • 

IJoale Oln1ef ScrvJoa Ala Jm"od by a aJnale DI..C ICmtlnal 

llld allnalt plocca><n1 of aubfecdcr cable. If. ~~o~o-.. • .,., t11o 

- 1"'"'P ofbOOJJCboldl •ondclk(' lbt llCPM pidllllcs, 

lbtti"'"'P-"'bo ... lpcdtoas IIIMYU fO<arditi'..­

CSAI, I'ICJIIlrina r-DLC ...... ~aa~a onc1 r-lllbrecdcr 

pi I C 1 M h S4Jc:h M .moataJous rauJI dora t\01 Rf\oc'tlhc 

ofllclrll~ fllfWini.Jootiu& dcolp r<qulrcd by tho FCC. 

(Ripon of tho Adminbutlllve Law Jud,ie en Selection of Cool 

Slllcly, April2, 1991, PAl" 16, port 69) 

001686 

lu COilllUt, lhc HAl Model impo~e~ DO altlfidal gcoQJ'IPbie constninl on 

ill KrVina ~rea de$1gn within win: centers. AJ\cr c\JSI('I!;en are located, 

the Model lcbillles IJ'OUPS of customers IIIII can oc RrVed together 

loaJcally (consiJicnl with ~eo:hnologlcal conltralnu) and bulldJ efficient 

RrVina ~~a~ and 0\>11\dc plant to serve them. l:ly using this approach, the 

HAl Mod.cl incorporates engineering judgrnenl and economic decision· 

making In a manner thai is fuUy-con.~lstent with widcly«eepi.Cd outside 

platu o:nglnoctlng ataodatds, wbllo lhc BCPM rennlu lu outiflclal grid 
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ltrudure 1.o "trump" lhe3c considerations. 

The superiority of the HAl Model approach was I'CClOgniz.cd by the 

KCDl\ldr;y Commiuion which lUlled thai "the Commission ddcnninccllhal 

lhc: nallln! of the dclian of lht JW Model atlans itJelf with a..Tmt 

ICChnoloay which IJ least-cost, most effioimt and reuo!Ublc. The HAl 

Model cnaineen the complde network. including the loop."'" 

9 Q. DOES THE BCPM'~ ARDITRARY GRID APPROACH TO 

10 SERVING AREA DESJ,GN LEAD TO rNEFFICIENT PLACEMENT 

II OF DLC EQUIPMENT? 

12 A. Yes. The BCPM grid approach 1.o scrvinQII!C4 deslan :J acbit:tary nnd doca 

ll 
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not OOOJlder the undalyiog customer location data. For example, the 

BCPM models 22J digital loop canien In the state of Florida thAt would 

tcn'C only a RnaJo household. In addition, became the a~'PM buc:s its 

locationa on unoccupied housing units - not occuylccl bowcboldl - the 

BCPM modcla l4S addi!Wnal dlalllllloop canienln Florida that acn-e no 

households. In LoLL , the BCPM builrls 368 dialtaJ loop canier tyltcms 

lbatierVC one or fl!wetcustomcn. According to Mr. Well.., out~udc plant 

cngincen would ootlnsWI dlait.al loop canien to a alnglc occupied 

bouacltold. Instead, they would UJC more cost..-.rfoc.tlvc tcchnoloay to 
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teach these c:wl.omcn - technology IUCh as the 'f I technology 

incorponulld l.oto lbe HAf Model. 

00·1 0.~8 

4 Q. DOES THE BCPM UNDERTAKE ADDITIONAL 

S MODIPJCAnONS TO CUSTOMER LOCATIONS BEFORE IT 

6 BEGINS TO PERFORM ITS ENGINE.£RING DESIGN? 

7 A. Yes. Orx:c cust.omc:n haft been allocalcd 10 varioua miaogridJ in a CD, 
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based upoa e8Ch pid's proportion of the CB'• selcc:lcd road mileaac, the 

BCPM lben (I) lpR'PIC:I mim~aridJ in10 ultlmaLC sridJ wbldlarc 

coostralnod b)IIJIICtOarids, (2) divides the ultimate grid (unlw h iJ a 

microsrid) lniO u maoy as four quadrants that arc ccnLCred at the road 

centroid of !he ulilmll!c arid, (3) calcula!es !he t.otal =a compriJCCI within 

a SOO-foot buffer alona each lido of the ~pCCiflcd 1'01111 typca In e~eh 

q~r1111. (4) CtQies asqU~ZC distribution lll'tll in the quadrant, with an 

am~ ldcnticaliO !hal cn:ated by the SOC). foot buffer, (S) ccnten the square 

on the •road c:emroid• of the quadrant, and (6) calculates the amoWlt of 

rcquin:d distribution plana by auumina that the q\lldranrs customers are 

cvatly-clislribulcd t...Jouaflout the quadnllll in square lOla. Finally, the 

amount of coiiMCiina. backbone, and lnnch cable ectually COOSINC:tcd by 

lbe BCPM pt ocaa iJ IUrthcr c:oosuaincd 10 be no lon&er thAn the IOtal road 

mUcaao (for sclcclcd road IYJ'C'>) In the quadrant. 
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Thele daUI manipulations can cfTcctJYdy "move• customers far from their 

originally ...,unc:d locations and create ldditional ditc:repandes betv.'ml 

the BCPM'J modeled C:UJiomtr loc:atlon1 and their IICIUIII physical 

locations. 

6 Q. DO YOU BA VE OT'IIER CONCERNS ABOUT USE OF THE GRID 

7 

8 
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10 

II 
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13 
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17 
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A. 

STRUc.TUR£ IN 11JE BCPM? 

Yes. The BCPM developers atatc that the BCPM macrogrid is 

approximalely 12.000 by 14,000 feet (1125• degree of latltudc by 1125thc 

de~ oflongltudc), which tepicsatts an area of approximately 6.0 squan: 

miles. A aerious problem with the BCPM grid definition is that because 

they &re ddiDed in 1am1 of degree~ of latitude and longjtuck, the grid$ are 

different silies in different peru of the oowury due 10 the eurvamn: of the 

earth. The dillmlu rcprescn~ by I f2Sth of a dcgrcc of latitude is 1.88 

mUes in WuhingiOn. eompanld to 2.44 rnllcs In southern Texas, a 30 

pcrceot c!J.taepllncy. Mon: relevant. the maximum site of the BCPM 

ICI'Vin& aras varies by more than 6% in the sute of Florida alone. By 

dcftnina grids In 1cm1s of degree~ of latitude. the BCPM ctea1e1 carrier 

scrvlna aras 1M are substantially 1atp in the lOUth than they an: in the 

t.Ortb. This 11 particularly troubling because Map Info lw the option of 

lpCCi{yina 1 grid overlay in feel nl1hcr than in dcgnlcs. While !hit would 
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not make lhc Wldcrlying o.munptlons about "grid" dclign comet. it would 

at least pennit lhc BCPM to be cons!Slently applied around lhc country 

(Exhlbh: _ (DJWIBFP-8) allows tru. variance in grid size). 

Our undera1andlng is that a snvina area can be as luae u 18,000 by 

18,000 feet without violatlna lhc cngineerina rcqulremcnt lhat every 

CUSIOmCr in the carrier serviDjJ area be within 18.000 fed of the DLC. Of 

counc, this WOIIld rcquR that tbc DLC be plllced at lhc gcogttphic center 

of lhc ecrvina ar-ea, rather than at the "road centroid" of the serving area 

(u cun-cntly b dOI1c In the BCPM). E.nluaing the sctVing area to thcac 

dlmcnsioos would relllltln a servina area that Is approximately 11.6 

lqliiii'C milCI - 90 pc:n:cotlal'gcr thwJ the lizc Of lhc DVCTajlC sc:rvinjl llrCil 

utilized by tbo BCPM. Th111, modification of the BCPM grid strucrure 

from lfl5th of u degree of latitude and longitude to a grid structure set at 

18,000 by 18,000 r"' would pennit n ainglc canicr ~erving area (and, 

th=fore, a single DLC) to serve more than twice u much are3 and, on 

average, twice u IIUUIY c:ustomer IOC4llons in Florida. 

WHILE EXPANDING THE SIZE OF Tit£ SERVING AREA 

WOULD THEORETJCALL Y AU.OW OLC f .QUJPME:NT TO 

SERVE MORE CUSTOMERS, IS THERE A CONSTRAINT OS 
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TBETOTALNUMBEROFLINESTHATCAN BE SERVED BY A 

SINGLE PIECE OF OLC EQUIPMENT? 

Tbcte iJ a constraint on the number of lines thAt a tlnaJa piece of DLC 

equipment can aupport, and thai limitatlon is the subjcc:t of dispute 

between the pa.rtlcs. In nual ~that an: subjcc:t to univcnal service 

support, however, tJw coosualnt doca not affect our usc:rtlon thai the 

BCPM'a Jei'Vinll anu III'C too amall - in fact, It helps to illustn1tc: our 

point. 

Tho BCPM devtlopett ASSume that a sinaJe piece of DLC equipment can 

bandlc as many as 1,000 customer !ocatlons, based on an uscrtlon that 

DLC equipment can handle a lllllXimurn of 1,344 lines. In our BCrM run 

for the state ofFlorid4, however, the average serving ~~tea contains 493 

llr.ca, only 50'.4 pen:c:nt of the figure that the BCPM developers assert Is 

the number of linea that eao be se:ved by a single pieee of DLC 

equipment. Flll'lbennorc, the BCPM resultJ for FloridA show 11.202 

u1tJmatc tpida tluu serve fewer than 400 lines, or 48¥o. This is SIIIOificant, 

becauac a fl11urc of 400 c:uatomcrs aupposedly I slUed. ln the BCPM 

prq>roceuina. as a minimum threshold for microtpid awcaation. 

Limltlng the DLC equipment 10 u maximum of 1,000 lines a1Jo lmpoJCJ 

unrealistic mtrlcdons on ·tho engineering desiiiO and ITWIY eiiicfc:ncles 



2 

3 

4 

s 

6 

7 

8 

9 

10 

II 

ll 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

00169? 

which we uodcnund can be rea1lzed by utilizing a 2,0161lne DLC 

(ahhouah the BCPM apparently wu designed with the option to usc a 

2,016llllc DLC,Ih!J option b.u bccll di.Jrcptdct! in the pccpcoccssina 

Jta&e.t of the ultimate arid development). 

The combination of these flawed design criteria within tho BCPM 

pccpc nina ~ ICrVina veas that"" 100 Jma1l and. Ill= fore, thai 

serve an 111iticially small number of ~men. The number of lines In 

theac ICI'Vina II'CU could caslly be doubled, th=by rcduc:ina the INillbcr 

of servlns areas. Thb would lmllt in lower investment in DLC 

el~ f'ccdcr dlltribulion in1crface \FDI") equipment. and sub feeder 

cable. 1bc HAl Modeii\Ul for !'lorida IIIU only II ,280 KTVing tu=s ·­

fewer than Qne>balftbc numbcrofultinwc srida in the BCPM (23,1S6 

ultimate srlda) - without violating any of the outside plantconstrnints 

rtqUinlciiO pvvidc bale loc:al service. AJ a result, the BCPM placu 

twice as many DLC units than docs the HAl Modet, significantly 

oYa'JUiina oostsiO serve Florida CU$10men. 

71tt .BCPM g Stud 1H1 1111 lnf/fkiDII Dall'l for Fttdu 1111.! Subfttdn 

FoeU/Jiu, lflllclt LaJis Dludly to 11 SlfnlfTcant OWnraanwnt of Ctlsts 

49 



2 

3 

001()94 

conccnllalloos onoc main fecdct distmce from the wire center exc:«ds 

10,000 feet. 

4 Q. WHY IS IT NOT MOST EFFJCJEI'I'T TO DIRECT MAIN FEEDER 

5 TOWARD CONCENTRATIONS OF POPULATION? 

6 A. The COli of feeder and subfecdct 1J driven by IWO principa:l (1ICID1'1, L~ •• the 

7 amolllll of cable and wire (fur metallic cable, thiJ IJ measured In pair fee~) 
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and the 1111011111 of~ that must be iost&lled to IUppOrt the cable and 

wire. Poe copper cable, h Is clear that directlna main feeder toward 

population dusten should rt>ducc total pair-feet of cable (however, 

boc:Aulo tho malo feeder split and the 'polntlna' of main feeder both oc.:ur 

only beyond 10,000 fed from the cenual office, almOJI all of the affected 

cable ill fiber, DOt coppc:r- u a result. vuy Uulc cost uvinp for ma1crU.I 

ill &meratod by polnlina main feeda). For ruueture. however. thb 

IJlJlfOICb CM requlrc lfiOrf illvcsuneotlhan rectilinear r .. uling. 

Thill !hac eao be more than mere hypothc1ieal concerns is obvioiU from 

ewn a CW'SOI}' rev!. 11 oC the limih:d nwnber of the BCPMI mAps that have 

bcco producocl by the model'• developcn. These mapJ m: rife with 

eumpleJ In wbicb (I) 1.be BCPM N11S main fecdcton 1 diqonalto c:ou 

aiiCrlc:a or riabt-«onaJc JUbfoccSen. wbe:n • north JOuthfeast ·west main 
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foedcr would inlcncc:t the aamc subfecdcr route. wblle 110vmlng a !honer 

dimnce,llld (2) the BCPM splill main feeder that requires numerous 

extremely loog sub feeder I'Uill in order 10 reach each of the grids. In the 

Mlnnesota USF procccdina. Mr. MorriJeue - 1111 cconomiJt in the 

M~ta Reslde:!tiallllld Small Business Utilitiea OiviJion of the Office 

of the Altomcy Oenenll - testified that "feeder cost in the BCPM as a 

pcrc:cn&aac of the total loop~~ II slgnlficandy higher tb.lltt in dlC HM or 

U S WEST' I RLCAP." (OAO Ex. I I 0 (Monisettc 1123198) at 8). ThiJ 

was pan of the ALJ's rationale for coocludina that "the BCPM palh deJign 

mctbodoloaY aplo tends to Increase costs."' 

'Tbc:R GllOmallu In the OCPM"I rccdcr design orisc from wbal we believe 

Is a fundamental flaw In the 8 CPM'1 feeder pointing logic. In dlC BCPM. 

structure m111t be built to each oc:cupied grid, whether that srld contains a 

•inalc eustomct or tbousand5 of customm. Unlike investrn:nt In copper 

cable, feeder strlllltun: lnvCJUncnt Is not (with minor exceptions) 

slgnljlcantly affected by the number of cUJtomen in a srid or the 

dl.uibutlon of CUIIomcra bcewcen JPids (unleu, of cot;.-sc, JOme iflds arc 

entirely empty). M a TCJU!t, attempclng to minimize ltructure cow uslna o 

proccu tbatlllkcslnto IICCOWit the usumcd customu population within 

each grid c!rcc1lvcl)' m!J-speclliea the opdmizallon analyJit. The re..ullls 
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dJI&oot.l main fceden tlw would requite more suucturc eXJlCilliC !han 

would a vertical or borizootal main feeder serving the same bi$CC!lng 

S\lbfccder netwocX. 

001696 

S Q. APPARENTLY IN RESPONSE TO THIS CRITICISM, THE BCPM 

6 NOW SOMETIMES 'USES RECTILINEAR ROtmNG FOR ITS 

7 FEEDER CONFIGURATION. DOES THJSSOLVE THE 

8 PRO&LEM? 

9 A. No. The BCPM ltlll does not employ an efficient desian. It simply 
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compares two potenually inefficient designs, on a wire center bnsis, and 

choQscs between them. Ia lldditioa, even In situations In .,.,ilich the main 

fccdc:r mlaht be aplh eillc:ieotiy, lhe BCPM ot'\en employs eX1Jmlcly long 

subfccder runs In order to read~ quadrants wi~ the •open jaW" crca1Cd by 

apUttioa the feeder. This f'ccdct plant desig11- tometimes referred to u 

the "bush" design (to dlltingulah it from the 1rtt and branch desigll created 

by rectilinear routlna)- bu been found by BeUcore to 1-• genc.mlly leas· 

efficient !han the rectilinear routing of feeder. (Stc Exhibit: __ 

(DJW/BFP-9)). 

Altbouah the BCPM ~elopen claim thai !he current version of the 

modeltclcc:tl !he moll efficient Cccder/JUbfeeder routing. Flaun: 6. I in 
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Fiawe 6.1 from paie 36 of the BCPM 3.0 documentation (it iJ our 

undcrslandlng that the fccckt dcsian bas DOl changed betiO«U lhc BCPM 

3.0 aud the BCPM 3.1, and the figure of lhc feeder plant fot Red Oak. 

Iowa bas been removed from the BCPM 3.1 documcntntion- even though 

all of the other UJIISU'atioms in the docwncntalion still use Red Oak, Iowa), 

and IUpetimposcd three numbcn indicating inefficiencies in the 

feeder/SIIbfocder I'Oilll.og thai we wish to discuss. 

. 
• 

Figure 6.1 
Feedet ~nt - ~ed Oak. Iowa 

• • . . 

• -c:.oo.. .. ....,...., _,_ 
0 • • -
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At Jocatlon I, the BCPM col\ltl\ldJ watboWid main feeder on 11 sU&ht 

ansle, even though main fcedct movioa dircclly west would be sborler 

wblJe still c:roaioa all of the vatK:al Mlfcedcts. The same thing occurs 

whb the eutbound main fccckr at location 2. At location 3, the BCPM 

cons1JIICb a lana 10uthboWid subfeeder otrofthe eas1m1 lea of the main 

feeder, even thouah the road ccntroicb of the two gricb it serves could be 

ruched much more efficiently by sborler horizontal subfcedcr segmcnt.s. 

In short, the ~blem u thai the OCPM'• fcedet pointing alaoritluru lbould 

be (I) modlfied to climina!c their sensitivity to CUitomct concentration and 

to ooosider, Instead, the concentnttioo of carrier tervill8 aras and the 

dlalllm'oO of scrving areas that mu.11 be reached by lhc feeder, (2) modified 

to r limiMte the "busb" feeder design wbcn a decision u lNidc to split 

main l'ecdcr, and (3) modified to detetmlnc the most efficient design on a 

fceder-by-foeder bull, rather thin a wire center basis. 

In conttut, the HAl Model appropriately (I) let.s the user ~elect whether or 

not to steer fcedct, (2) secb to op<imlz.c the Sleerina by takina the clu.1tet's 

diJtancc fJom the o. 1tlal office into account, and (3) alloWII the WICf to 

~pCCify m air·to-routc ratio. 
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be a;cograp!Ucally loc:an:d far away from acruat CUSIOmer locations). The 

BCPM then builds~ and branch cables only wllltln each roAd-

reduced qu.dralu assumln& !hat all ~locations arc evenly-

d.islributcd lhtouabout tbe quadrant (lt is impoltlllt to not.c lhallhc: BCPM 

IIISIImellhll all euslOft\m- ineludina outlier customers thatlft! actually 

~sequentially alona rural roeda out.Jide of towns- arc n:located into 

quadrmtl in whlc:h they 11n1 JCrved by blc:kbonc and l:nnc:h cable, u 

COIIIraSt, tbe HAl Modcl l:dcnllfics lhcse outlier customcn, and recognizes 

lhll rotld cable mUJl be in.ftalled by l.bc model to provide KTVIc:e 10 l.bcse 

c:ustomcn- jUSI u it Is in the n:al world). Bxhibh: __ (DJW/BFP-10), 

which IJ a grlpl1ical depiction or this procep. demonsttaiCS that lhc 

BCPM eppcoiiCh n:sul!J in diltributlon 8J'e4S thai ate 100 small and lhat can 

be far ranoved from lhc customct locations that arc initially a.uumcd by 

lheBCPM. 

In contrasl, the RAJ Model constNCU i!J diJtribution pllnl in gcogJ&phic 

AfQS thai ~blc tbc IIC'tual physicalloatlons of customcn. To 

licit~ modeling. tbe HAl Model convcru each serving an:a into " 

rec:tena1e. Ill doina 10, however, It prunvcJ tbc boule area. shnpc and 

locatioo oftbc pb)'Jieal ciUSla or customus, thereby pn:sczvins lhc 
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eppropriale rdadonsbip betv.ccn CUilDmcn a.nd betMCD wstomcn a.nd 

the ww CCDicr. &hlbit: __ (DJWIBFP·I 0) abo displays a ifllphical 

depiction of the HAl ModcllpPIOICh 10 establbhina distribution areas, 

a.nd CODiniSU the HAl Moclcl rcsulu with those aencrstccl by !he BCPM. 

Allsobvlow &om Exhlbit: __ (DJWIBPP-10), the HAl Modd 

6 appwdl mulllln cllWibutlon ueu that mateh turTCnt CIISIOmcr clemancl 

7 much more clotcly thin cloes tbc BCPM opproadL 

8 

9 Q. IN YOUR OPINION, ARE THE RAJ MODEL CLUSTE.RB A MORE 

10 

II 

12 

REASONABLE DEPICTION OF WHERE CUSTOMERS ARE 

ACTUALLY LOCATED THAN THE BCPM ROAD-REDUCED 

DISTRIBUTION QUADRANTS1 

13 A. It il dear 10 us thai tbc HAJ Model clUIICrs mon: closely clcpia locations 

I ~ where t11S10a1eU - than do 1bc BCPM square, road-reduced distribution 

IS 

16 

17 

18 

19 

20 

21 

quadranu. While It Is lnlC that the: HAl Modd could be modified 10 

ensutc that tbc UDCierlylna cluster cllarlcleristics an: not limited 10 a Nonb· 

South, East-Well orientation, AT&T• a.nd MCJ's FCC filing (attached as 

Exhibit: _ (DJWIBFP-7)) ahows that (I) for any given srudy area. the 

owdmum cblaac i • bulc loclliCtVIcc colt that would result from 

dlml.rudlna 1he NC~fth..South, East-West oricnwion rcquii'I!IIICDI would be 

..0.1-4%, (2) the maximum upwanh lldjUSIIDCJil for the 17 Jtudy areu 
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16 

17 

18 

19 

20 

21 

would be 0.57%, (3) the avenge cffec_t for aU 17 11udy areas would be a 

ffliuctlon in basic localiCtVIcc cost of 0.07%. AJ abown in Clwt I, this 

cban&e hat minimal cffec!l in Florida (leu thAn 0.1 S% for any study atc.'l) 

with a r:tdu~fon for aU Florida companies in the Iowa~ density zooe. 

In other procecdlngs, the BCPM proponcnll have claimed that the HAl 

Model coa.\'allioo of employina an aspc:ct ~o to estimate cluster shape u 

approprial.c only for those clusters whose longest axis Is nearly Nonh· 

South or Eat;. West." Wbllc v.-c aarce that limiting cluster oricnwlon in 

the HAl Model to Nonh·South. East· West Is not ideal, we disagn:c with 

this aJICt3melll that use o'f an aspc:ct ratio iJ oot reuonablc - It Is far 

lllp(:rior to lhc dlllribullon an:u created by the BCPM, whlcb alwayiiiR' 

square and may be 8!1011"1pNc:&lly locaud far from the underlying 

customer locallolls, partkularly in rural areas most likely to require USF 

SUJ)p?rL 

1D this pocccding. ooe must keep In mlnd that the Comm!4!ion mu.st 

choose bctwecn two competing cost models. Then: arc a number of 

n:aaoaa v.-'by we coocludc that the IW Model oppi'OIICh to dbtribution 

a= dcsian is auperior: (I ) ill I'CCW!gular clu.sters arc based on actual 

C\lltomet lociiJooJ. while the BCPM'a road-redua>d distribution arcaa 111u 

oot; (2) Ill rectlllauJar ehutcr area iJ based on the actual area of the 
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llluscer, while !he BCPM limits tbc alzc of its square dlstri'butloo areas 10 

IUian=acquallO Ill ubiiiWy 1,000 feet times tbc road dislance; and (3) its 

rcetllljllllar cluster is loeated over the underlying cluster, whlle the rood· 

reduced dlsuibulion area iJ then c:ca!A:nld on the roeck:cntroid of the: 

BCPM qllldt&nt. AJ EM!bit; __ (DJWIBFP·ll) ill1!11:m", il !1 

enti~ly possible that the ruulting BCPM road·rcdU<:ed dlslribution IU'C4 

may ""' C01ltaln cvry of the orialnal BCPM eusloma loc:atloas (this exhibit 

act1.1.1 1 provides a vUual overview of the procc:ss by which we calculated 

tho BCPM minimum spanning tree:; howt~ver, It iJ based on an aclUAl 

BCPM dlsin'bution quadnnt in Texas, and illustrates that the BCPM road· 

reduced dlsuibutionlli'I!U often do not resemble the unddlying eustomcr 

loc:atio.ns) 

lS IT CORRECT, AS THE BCPM PROPONENTS OFTEN CLAJM, 

THATTHEIIAJ MODEL DATABASE DOES NOT CONTAJN ANY 

OF THE SPECIFIC BOUS.EHOLD AND BUSINESS LOCATIONS 

ORIGINALLY USED IN THE RAI MODEL PREPROCESSING TO 

FORM TilE CLUS"~ ERS? 

Yes, that Is COI'I'Cd. It II equally true, !xn.-evcT, thai the BCPM docs noi 

provide or UICI any lnfonnation about whm: customers Ate located within 

its micro grids. Both mode!J in this proc:eodlna u..umc that once 
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A 

distribution areas are defined, c:ustomaa arc evenly dlstributed wilhln 

2 these ltCU. Thb is neeesnry to enJIIIe lhat the models can run in a 

3 rea.oooablc amount of time using software th.tt is widely available. In 

4 short, bolh models Slllllllllrizo cla!a at !he distribution area level u input to 

s themode!J. 

6 

7 Wbllcmodeling usnmpllons may rcJUlt In some of the HAl Model 

8 loc:alioau 1lllllna outaide of the n:c1AD8ular clusten, and some of the 

9 BCPM locatioau Calling oUIJide of the BCPM road·rcduced dl.tributlon 

10 areu, the HAl Model docs • better job of cstabllsblng realistic dlstributlon 

II areas W""JC It CCill.erl the distribution areu on customer loc:ations and Its 

12 diJUibulion areu equal the area c:omprUed or the actual customer 

13 loc:alie>ns. 

14 

IS Q. DOES nn: BCPM SOMETIMES BUU.D MORE THAN 18,000 

16 

17 

18 A. 

19 

20 

21 

FEET OF ANALOG COPPER CABLE BETWEEN THE 

CUSTOMER AND THE DlCJTAL LOOP CARRJ:ER! 

Yea. The BCPM input data(u:onuna scp&rSlCd ttxt, or "CSV," file thAt 

contains one record pcrultim&lo &rid) sbowa that the BCPM 5CfVCS 

c:uJ1ol:lal over 18,000 feet fiom the DLC- meanlna th.tt under the 

BCPM usumpdo111, the customer must he served by more tha.t 18,000 
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Q. 

(etl of copper cable. The BCPM data for Florida c.oniD.in:s such customers. 

For example, the OELOFLMADSO wire center con tal lUI an ultimate grid 

with a feeder/distribution interfau code of 2011 178 (an ullimat.e grid 

within a wi!'ll center cAn best be Identified by Its "FDI c;.,.de," which Is a 

BCPM code deKribing the feeder/distribution interface from which the 

ultimate grid 1.! served). The lower left quadrant of tbi.! ultimate grid 

l'llqllires over 18,000 feet of copper distribution connecting cable, which 

can be verified in tbc BCPM input data (which shoWI tba.t the horizontal 

and vertical connecting cable Is 19,128 feet and serves sbc lines- meaning 

tb.llt at lust 19, 128 feet of analog copper cable is l'llquired 10 COMet! the 

DLC location 10 the housins ur~its in the 1'04d·reduecd dlsuibutlon area). 

In f.et, tbc BCPM models c.oppcr analog loops in excess of 18,000 feet for 

Florida eustomm ofBciiSoutb, Sprint and OTE. In contrast, the HAl 

Model bas oo copper analogleops over 18,000 feet, and a very JmAll 

percenlllge of copper loops above 12,000 feet (les.s than l %). An~hcd u 

Exhibit: __ (DJWIBFP·I2) is n groph illustnuina the CUIA!og copper 

distribution loop lengths produced by the HAl Model. 

HOW DOES THE BCJ>M MODEL ACfUALLY SERVE THE 

CUSTOMERb IN THE LOWER LEn' QUADRANT OF TilE 

ULTIMATE GIUD JDENTfl'l£0 WITH A Fill CODE OF 2011 1781 
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II ) I 

Ultimately, the BCPM methodology movet the oustomt:r~~ cloxr to the 

DLC, rather than saving the loc:alions where the BCPM orig!.nally placed 

these customers.. For c:umplc, the customers in Florida described above 

would reqi!Wovcr 19,128 feet of copper analog c:ormc:otiog cable, but the 

BCPM actually ICM3 tbese CUSIOmm with only .506 fcct of roppcr 

11111log conl""'ina Clble. This 97 percent reduction In the amount of e&blc 

required iJ achieved u a result of the BCPM's approadl of limiting the 

IDDOunl of Clblo in lilY quadrant to the nwnbcr of road feet In the 

QIWraDL In Olllc:r words, the BCPM enda up constructing only 3 percent 

of the Clble that the model previously..colculatcd could be rcqu!Jed to 

reach lhele custOmen. If one wetc to draw a diagram of lh!J ultimAte grid, 

one would oblen'c that customers In this quadnmt would not be connected 

to the rest of the networ¥ by !he smaiiiUllOunl of connecting cable octually 

bull! by !he BCPM. 

This example hiahll&)ul a aerious and signifiCillt problem .,..;t.b the BCPM 

- t.biJ "capping" met.boclolosY pn:vcnts the BCPM from constructing 

mouab pltntto ~erW customers a1 the road·mluced qu.tdnnt loc:ations 

where prior anal)1ic&l alcpl in the model have placed them. In other 

words, tbc BCPM metbocloloay does 001 place plaalto 1CrYC lhele 

c:ur10mcn dJiwr (I) on the road to wblch they wmo ori&IIIAily allocated. or 
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(2) in tbe smaller !Oid-redueed qutdrmts 10 whleh these custornat ~ 

moved. lo Florida (u 6hown in Exhibit _ (DJW/BFP-13)) the 

BCPM buildllnsufficil:nl cable to ~tile customm thalllC usiiJlCd to• 

those I'Oid·reduced quadrants for About SS percent of the I'OIId-rcducecl 

quadrutt (01" distribution llCU}. Th!J occun because the roed mile-ae in 

lhcle road·reduccd quadrantt Is lea than (he amount or oonoectina. 

backbone and bnnch cable lha1 the BCPM initially calculaks is IW c mry 

10 rcadl from the DLC loeation 10 the eustomm In these quadnlnts. This 

is yet aoolher in a terlca of flawed BCPM IISJUIIlplioos that cffc:c:tively 

"undo" the model,. initial customer IWI8JU11ml aJ'Pf(*h. 

12 Q. ARE THERE OTHER PEA TURES OF TilE BCPM'S 

13 DJSTRIBUTJON DESIGN THAT ARE PROB.LEMATIC? 

14 A. Yes. the BCPM &IIIIIIICI thai customer lolS llC aqUilC, rather lhlln 

IS rc:c:tallJUiar. This !J unrclllstk and leads to ao overstatement of the ccnu 

16 for distribution plant and drops. 

17 

18 Q. WJlVJS.A.SSUMINGARECTANGUI..ARWTMORE 

19 APPROPRIATE THAN ASSUMING A SQUARE LOTI 

20 A. Lotlhapes 1enaally 11'1 dc:Um\lned by property developers who are 

21 ~ 10 m•xfmlze the value or llle land available for development. 



2 

3 

.. 
s 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

001708 

Subdividlaa a..,cd ln10 ~lots, with lbe depch ptalef !ban lbe 

width- as Is ••= ed In lbe HAl Model- reduces a develope( a roed. 

sid~'alk, md driveway aipcnditura and inaeDCS lbe amocmt of aalable 

.. cqe. Subdividllla a J*'CCIIniO aquan: lot.s, u ia implicit in the BCPM, 

would lnaeue • devdopcr'l pevancnt c:ostJ, reduce the nmac 

bomeowna'alaod IUU, Uld aenc:rate I on !hal would have WldeJirablc 

aha1low &om _, ,_. ylt'dJ. 

1uat u ~lob would require a developer to inltall more roed feet aDd 

drivnnay feet per tv-athold. u sbown in Exhibi1: __ (01W IBFP·I4) 

aqnmina aquan: loti in tbe BCPM requites more ouuhle pllntiO be 

Instilled to reach !lao boiiiCboldJ. lkc4UJC the real C$biiC developcn 

should bavc the amelnccntlvea u the telccommunlcationa providm. I, e .. 

10 reduce in1i'llslnlclut CON, the HAl Model' 1 usc of recunaular loll iJ 

the m«e Joab1 modt!Jna usumption !ban lbe BCPM'1 usc of aquare Inti 

wbidl is not auppo.ud by any cvldmcc: md ICn'O 10 ovmwc costs (the 

HAJ Modd does not UPI!M rectalliuW IOU (oc Ollllicr clustcn, but 

I'CICOIJliza Ibid !lao M"'omcn are localcd aJooa roeds1. 

CAN YOU SUMMARIZE THE O£FICIENCI.ES IN TilE BCPM'S 

OUTSIDE PLANT OESION7 

6$ 
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appropriltcly-sizccl eavi.Qa area. rinally, tbc BCPM ~-clopen assume 

that all n "'OftlC'Iou CC iqlllll'e. Obvloualy, tbcrc aroterious ckflclencla 

iD Ibis ponioo oftbc BCPM, CYCD &PUJDina lhal tblJ above proem doct 

not drop ar.y C'IISIOIIIal, wbich It eppccntly doca. 

6 Q. CAN YOU SUMMAJUZ& Till EFFECTS TRAT THESE DESIGN 

7 

8 

DEFJOENClES IN TilE BCPM HA v& ON THE MODEL'S 

OUI'SIDE PI...ANT COS'1St 

9 A. Yts. The BCPM C!'C&lcf 10o 111811)' ecmna..., (ultlmal.c aricb) by Yinue 

I 0 o( (I) a arid procaa lhallnrbltrwy, and DOl bucd on the BCPM auumcd 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

customer localioos; (2) hautO or arid aiz.cllhalan: lDO ama1l to lake full 

advtnaqc of tbc ability to JCM> CIIJI.Ofllenl &t up to 18 kl\ uslna copper 

technology; and (3) ill u.sumplloo lhatlhc SAJIDLC ahou.ld be plac:cd Ill 

the road CCIIIIOid of tho pid, rat!lcr than a~ Its aeosrepbic ocnter. ThJJ,In 

tum. requlra 100 much SAJIDLC equipment and 100 mucliiUbftcdcr plant 

t'> reach tbc SIJIDLC iD each o(1hcac uodeniz.od ecnina arcu. 

Feederlsubfecdcr di.lllnc:a a1Jo arc ovcnutod by tbc BCPM'• criteria for 

pololina main feeder and Ill '*of the lncfficlcnt "bush" dctign for 

configudna aubfecdcr. 
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On the 01hcr hand. lho amount of distribution plant needed by !he BCPM 

can eithu be ovematod 01 understated. While the "road reduction• 

assumptions \lied to crea1ce the square area within each grid where 

dbtributlon plant..:tutlly is construc:tod in the Model may undent.ate com 

in some areas, the square lot design substantially overstAtes distribution 

costs In other areas. The combined e!Teet of these inoc(;unK:ies is the 

WORt ofallwwlds- oventatlng required outside plant while still failing 

lD mw:b a larse number of basic local exehAnae cus10men in florida. 

Clearly, the swn of these '•wrolli' do not make a rlaht" 
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The foUowioalablc shows bow these general concerru IIUUlifcst 

lbcmsc:l\u in tho BCPM tun for Florida. 

Table I 
Comparison of Outside PIIUit Stadstiel 

For HAl Model and BCPM 
For tho Slate of Florida 

HAJ Mocltl 

I. Number of DlgiiAI Loop Carrim 10,78.5 

2. Route Mllea 183 
Qutller Road 3,138 
Oullier Connectors 86,981 
Brandl Cable 
Bri"'-Cablc 11,794 

Dlsuibutlon Coruw:dna Cable NIA 
T 0181 OiJ1rlbution 102,096 

F ceder Connoetlna Cable 1,116 
Subfceder Cable Part 2 N/A 
Subfecdc:r Cable IS,29S 
Main Feeder Cable 8,6SS 
ToiAI Fc:cdc:r 25,066 

Tobl Roau MUee 117,162 

001712 

BCPM 

18,897 

N/A 
N/A 

70,635 

13,182 
14,374 

98,190 

11,346 
3,03S 
17,016 
9,9'12 
41 ,390 

IJ9,580 

A& Table I indicates, tho BCPM bas substantially ovmwed tho amount of 

DLC cquipmcnl required 1o efficknlly reach Florida's coruumcn of local 

telecommunleations IC'I'V!ee, and oVU'IIIltcd the amount or feeder and 

subfceder. Ho- , tho beckbone aDd branch cable components oftht 

distribution plllllln: li.&nlfkanlly Wldenlaled by tho BCPM, 

demOIISiratlna tblt tho BCPM falb to build enough of thi• cable to reach 
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all of the customa's. Oven.ll, the BCPM bas ovmtated the total route 

miles of cable and tiNCture required by approximately 10 pereent (details 

IUppOrtina tbcle figun:s arc~ fonb In E:dllbit: __ (DJW/BFP-1 5) and 

Exhibit: __ (DJWIBFP-16), which comJliiM, by compcu1y, IIAJ Model 

and lbc BCPM rcaults for lbc Sl&tc of Florida for wire cet~tcn included In 

both moclds). 

In addltloo, lbc feeder ponloo of the BCPM oetwortc is slgnlficanlly 

pater than lbc HAJ Model feeder route mllca. As Exhibit: __ 

(DJWIBfP-17) illaatrm~, per-foot IU\XltllrC COJU aAOCiated wllh the 

feeder porllon of the nerwortc arc submntlally more expcn.sivc than the 

llr\II:IUnl eSJOdet«d wllh lbe d!Jtribution portion of lbe netY..-oric, due 

lqcly 10 !he clifftmrt mlx of JtNctun: (c.i . llelial. buried. lll1d 

tmdcraJolllld) be1wem feeder and distribution. By using uce"lvcly small 

fCfVina an:u In lbe BCPM methodology. the BCPM dcvelopcn have 

over.wcd Investment both by placing exceuivc DLC oquipmcnt and by 

anifu:iaUy lltlfllnc the mlx of struc1ure from dl.atribution 10 tllc more 

CXpen!ivc structure mlx wociaud with (ceder plant. 

WHAT ARE TilE IMPLICATIONS OF TILES£ COMPA.RJSONS? 

The obvious Implication It that eveo If comparable Inputs """"' used in the 
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two model$, the BCPM would ovenlllle the <:OSt of universal JC!Vicc In 

Ftorl4 lli lbort, the Commission &bould not foc:UJ exclusively o.n inputs • 

• choollna the appropria:tc cost proxy model docs mattct, IUid will •IT'cct 

the costJna resuJu. 

6 Q. IIAVEOTII£RR£GULATORY AGENCIES COMPARED Tift 

7 

8 

CUSTOMER LOCATION AND ENGINEERING DESIGN 

ASPl\Cl'S OF THE HAl AND THE BCPM MODELS? 

9 A. Y ~. The Louisl&na ?ubllc Service Commission. the Kentucky Pub lie 

10 

II 

12 

13 

Servicle Commissloo.. and the Minnetota Public Utilirict Commission oil 

!ouod the CUSIOmCr loc:ation and outside planl e:ng)necrlna wumptlons in 

lhe HAl Mocld IIIJICI'Ior ic» iboac employed by the BCPM. 

14 Q. IN OTHER JUJUBDICilONS, THE BCPM SPONSORS RAVE 

IS CONTENDED THAT AJ'PUCATION OF A MINIMUM 

16 SPANNING TREE ANALYSIS HAS DEMONSTRATr:D THAT 

17 

18 

19 

20 

THE BAJ MODEL FAILS TO BUILD SVFFJCtl:NT 

DISTRIBUTION PLANT. IS THE MST DJST ANCE A VALID 

BASIS FOR ASSE.R11NG A GENERALIZED CLAIM TUA T THE 

RAJ MODEL BUILDS TOO LI1TLE CABLE? 

21 A. No, this claln:llunblc:edlq The BCPM pcopollaunre usina the MST 
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dlsl&DCO (which we clelc:ribcd earlier) u a validity chcclc on the HAl 

Model. HoW~~Vet, lhdr claims an: exagemt:d and b&5ed on partial 

infonn•tlorL 

The claim that a MST abould be the mlnlm11m amount of dlstribudon cable 

installed In a clusw also is wrona ror at least rwo important reasons. 

r llll, the iJsuea r1ll.scd by thb claim tend 10 be most pronounced in 

spanely populatAld clumn, prcclJcly thotc ciiiiiCn In which the HAJ 

Model Is moslllkcly 10 piiCCI a blah po,orttoo ofcustomcn- those that 

an: oon acocodepblo- on CB bollllduies. As noted carller, this approach 

(placina SUtJ0S11e locations on the CB bouockrica) tcndJ 10 dispcne 

customcniOO widely and..lhc:rcl"ore, ovmwca the amount of cable 

required (4'tt, for example, ATclTIMCI Ex Parte filina of June 10, 1998, 

lUI Model v S.Oa. Why If EngiMeriiM Apf1'oprlate Amount of 

Dlllrlb!JIIon Pltmt, slide IS). ThUJ, any MST dista.ncc calculated by the 

BCPM JP011'0r1, ~ on thcac ovmy-dlspmed JWTOpto locations. will 

likely t~Wrstak the minimum IIID0\1111 of cable t1w would t>e required to 

aervelbetc cusromm wboerc they actually are local~. 

ln llddltloo. the BCPM JpOII.IOR have conceded In other juriadict!OD!I (e.g., 

Minnesote and Texu) thai the Steioct lree, oot the MST, constiMes the 

minimum dlJWICo required 10 c:onoccta series of points In a network -

n 
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lhat the M.ST WI ovuatale the minimum amou.nl of ublc required by o.s 

much u 13 pereent. 

A lhlnl eotiCCpiUIJ issue with the MST anal)'JCS that have been undertaken 

10 dale by the BCPM 1p01150t11 is lhat they do not include the digital loop 

carrier (''DLC"") anJ foedet/dlstributlon inter&ces Q nodes that must be 

COtlllCt:ted by any MST or Steiner tree. To =ate • fiwclional netWOric. It 

Ia obvious lhat the various customer IPCIItiollllln a dl1tributlon area must 

be counMed not only to cadi other. but to the rest of the nctwo.rlc as well. 

Bcc•n,e this COIIDCtlion takes place tbrougb the DLC and/or FDI nodes, 

!'- loca•lclol oculd have been included u pan of the MST calculation -

fall we 10 do ao CIID undcnuuc lhc rcquirod MS'J' d.i.uncc;. Ho"'~• in 

order to minimize potentiAl diffcrencea between the panics' ~tatlollll, 

the M.ST analYRt lt.at we provide .,.;th this tcstimClny aLto ucludu the 

DLCIFDI DOdes from the c.lculations. conslltent with the approach UICd 

by thc BCPM proponcnll. 

18 Q, ARE TIIERE "BOTJ'OM LINE" WAYS OF DEMONSTRA TINC 

19 THAT111E PR.O.-LEMS CITED BY THE BCPM SPONSORS ARE 

20 NO"T SIGNIFICANT? 

21 A. Y a. One ~Y of demonslnllna thct~dcqwocy of the J.W Model' • 
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produced approximately 18 pcn:cnt mor~ backbone and bmlad1 cable than 

did the BCPM. The HAl Model produced more backbone and bnulch 

cable than did t.bc BCPM for 382 oflhe 470 wire ceruen studied (or 81%). 

In sboct, lhe HAl Model oonstnletl siaJijficantly more cable 10 reac.b 

customm In the disuibution areas than doca lbc BCPM ~ a fact that is 

~ wilh claims made by the BCPM spoiUIOrs lhatlhc: HAl Model 

&lis 10 c:ons1n1ct IUftiderU cable to ~collllCCt the dots" in diflribution areas 

(for lhe reaons articulated earlier, we believe lhatlhc: appropriate 

comparbon of the two models is a comparl10n of backbone and brand: 

cable; however, a compari10n of all distribution cable also CQnftrma that 

lhc HAl Model CQn.strueiS sufficient cable. See Exhibit: 

(DJW/BFP-16)). 

14 Q. HOW ARE THE MST ANAL YSF.S THAT YOU ARE PRESENTING 

IS 

16 

17 

18 

19 

20 

21 

A. 

ORGANIZED? 

We have performed a MST analyais for a subtet of lk!JSouth wire c:cnten 

in Florida- tbc wire centers for whleh we hAve Uc:en provided bolh the 

HAl Model MST dlsuncea and the BCPM microarid data. The MST 

analyJes descn'bec' below lTC buecl on 124 BciiSouih wire centers (theK 

124 wire centers 1 cpreaent all wire centers that matched up wiih 

BcliSouth'tlnitial dale response, whh 1M followini execpdona: (I).,., 

7S 
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2 

3 Q. HOW DO THE BCPM CUSTOM.£R LOCATION ASSUMPTIONS 

4 AFf'ECI'THE MST ANALYSES? 

S A. At. we haYO diJCUSScd above, the BCPM doe.. notllttually locate 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

•• 
19 

20 

21 

cuscomen. lnmad, It allocate. CD populadon dala to &lbttnuily· 

dealpsod mlcrosridJ !hat arc overlaid on each wire t.aliC1, beJed on 

~toed diJtancc. UnfortWIAicly,lhiJ fo=s an~>"' to make 

IISSIIIIIJIIlon rtptdina the BCPM'1 c:u11omcr loc:atioo asaumptions In 

ord« to coaduc:t a MST ~yW (wblc:b iJ designed, aiiCT all, to COMCCI 

Individual c:us1omcr locations) 

Tho problem.~ c:auted by the DCPM c:ustomcr location urumptlo111 arc 

pmtlc:ularly 1eu1e ill low density arus bc:c:aux population II Jp&I1C IUld 

CBs arc lloopwpblc:ally Jarae, covain& olllllCI'OUS mlcrosrids (wlllc:h arc 

I.SOO feet by 1,700 foa ill W>c). Under the BCPM ~h. in which a 

CB '• eus10mcn arc dlluibul.cd to all mlcrosridJ tiW have qualifyin11 !'Old 

typea uavaslna lbcm, the IIMII number of CUSIOmerS In a CB arc 

alloc:atod to alarao llDOWit ofr'Oid mileaae. resulting in many mk,.,r-ldJ 

with fracllonal CllltOmCr alloc:atlo111. Bvm mJc:roaridJ thai arc allocated 

more !han a linalo awnmcr eont.t.ln frlctlooal C'IIIIOmen, ar.d noM of 
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tbesc ct""""ncn m: physically localed by the BCPM at111y lpCCific point 

within the mlcroarid- Thus, If a MST lllllllyi:.. on the BCPM is to be 

llCirlduclccl at all, the anal)!l1 mUll dc:~mnine (I) how to Include mic:rogrids 

witb only a fraction of a c:ustomcr, end (2) whc:rc 10 geoilJ11Phlcally locate 

whalcwf eus1omers the BCPM hu allocated to each microgrid. 

With regard 10 mlcrogrids containlng only a fmction of a eus1omer, we 

have employed an algorilhm that lOIIIs all f111Ctlonal cwtomen in the 

microgrids comprising a quadrant, and then allocates tbls number of 

customea to a portion of lbc quadmnl's mic:roarids from which these 

fnctional customers 111'11 drawn. Thla approach is con~CtV~~tlvc, because h 

tends to concclltra~ c:uJtomerl that the IiCPM would othaw!Jc dispcne 

over atarser nwnber of microgrids. For example, the BCPM process for 

calculllina tbc •JIIOWlt of distribution plant that mUll be con.s1lUctod Is 

bued on a SOO.fo« bu.« a on eitbcr cidc of all included road feet in all 

populated m1cmaric1J, even if a microgrid is occupied by only a fraction of 

a CUSIOmcr. The total area gcnmlCd by tbls road buJfer ultimately is 

clividcd by the number of CUJtomen in these mlcroarids to gcnaa~e tbc 

avena,c lot m, which in 111m det.cnninel the drop lcnath that is calculated 

by tbc modeL C<Jinparina the amowu of clislribution plant senented by 

tbc BCPM, incllldln& drop lcqths, 10 our MST clistancea - which 
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implicitly usurue lllllller lot 1izet - l• quite c:on.terVatlvo, becaii5C It 

improves the cbanc:cl thai the BCPM will pess tbe MST test (the MST 

analyses that we bavo t.lllolla1akm for the BCPM data focuses on 

rniCIOBrilb. becaUJO the~ arc the geoppbic entitles to whith the BCPM 

moclciiiJocatesCIISIOtnen for basic local exchange service. BCPM 3.1 

Model MdhocloiOi)', Section 5.3.4, At28-29). 

Hav!Qa made that decision. we then bad to address wbm In tbe rnictOBrld 

we would pbylically lOCAte cad! of tho allocated customen. We dccld<:d 

to assume. (or MBT purposes. that all customen usisncd to a mlcrosrid 

- evenly disui'bulcd throuabout a ro.d-mluced area of tbe miaoarid. 

ThiJ aiJP'OIICb Is ecns!Jt.cnl with the uaump~loru made by the BCPM in 

dei!IJiing d.IIUibutlon plant within quadran!s. These &ssumplioru arc thai 

{I) tho area tawd oqualt 1,000 fed~ tho amount ofro.d dl.tanec in 

tho mic:roarid, wilh a maximum area oqualto the area of the microgrid, (2) 

CUIIOmen ero evenly diJtn~ throuabout tho llQ tawd, (3) loll an. 

~uarc, and {4) bnusiJii unitJ arc located In tbe ccnr.cr of lOlL Exhibit: 

__ (DJW/BFP-1 I) provide$ a viaual representation of this proeesa. 

.BOW DOES Yt.UR MST ANALYSIS COMPARE WITH TilE MST 

ANALYSES PREVIOUSLY PERFORMED BY THE BCPM 
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PROPONENTS? 

Prior MST analyses on the HAl Model - and criticisms l1lldc of the HAl 

Model bucd on these analyses- were performed at the distribution area 

Jevct In Olhc:r words, eomparina the MST distance for eustomer locations 

wfJhln a aJvm cliJuiblllion 1m110 lhc planl c:slimntrd by lhc HAl MOikl 

wfthm a aivm cllsuibuti.otlllll'CI. For RUOns we have diJeussed 

pnwiously, and w!U res1a1e below, this is not 1111 appropriat.: intemAI 

consistency cbec:k on the !HAl Model or the BCPM. However, it iJ 

importlnt to I'OCIOflllb:c that lhc BCPM ptOpOncnts have not pcrfOflllN the 

MST 1ct1 for the IW Model at the ICfVina area 1~-el or at the wire center 

lew!. 

In addition, the MST anaLyses that have been conducled by the BCPM 

proponents for the BCPM have been incoosistcnt with the analyacs they 

have uoda1.akcn !of the HAl Model. 

17 Q. HOW HAVE THE MST ANALYSES ON THE BCPM 

18 CONDUCTED BY THE BCPM PROPONENTS DIYii'ERED FROM 

19 THEIR M5T ANALYSES Oo THE JW MODEL? 

20 A. Ill prior proc:eccllnas In Mlnncsota. Texas and Washingwn, the MST 

21 analyta cooduc:led by the BCPM proponenu for the BCPM have Included 
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all cable within asuvlng arta (L•. ublc conntcting the distribution ueas 

within the BCPM IUV!ng areas), while the MST analyses that the BCPM 

proponc:nu bavo performed for tho HAl Model have not included a! l aUGh 

cable. To bo oonslstent with the way In which BeiiSouth asked PNR to 

analysis of the BCPM should compare only the customer locations within 

a dillributlon area to the distlncc modeled by the BCPM within the 114tne 

distribution &IH. We have conducted out MST studies of the two models 

con<islcntly -our expec.ution Is that the BCPM proponc:nta will nol. 

WHAT ARE THE RESULTS Of YOUR ANALYSES'? 

Tho rcsultJ of our MST analyses for tho 124 Bell South wire c:enten= 

SlllllllllrlzJc by denoity zooe in EJchibi t: __ (DJW IBFP-18) and an: 

S1.t111111Ui.m1 by win: cent.er in EJchibit: __ (DJWIBFP-19). Tho 

analyKtlhow that fOf the lowest density zone, the HAl Model catimalcd 

distance falls24 percent short of the MST distance, "ihllc the BCPM 

~imalcd dlttaoee falb more than 38 percent shan of the MST distance. 

For the next lowat density :J:Ont, the HAl Model distance actUAlly cxcuds 

the MST cli.Jw1co by more than 30 pc=nt while the BCPM exceeds !be 

MST dlatance by only 13 percent.. For the lowest two dcn:sity zones 
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lmporwrtly, the MST ill not a valicla!lon (bccaUJC h is not ~ on actunl 

dAu) but a ebeck oothe a:sswnptions wilhin a modd. If one recoaniz= 

that the MST dis1ance ls likely 10 be ovet'Sialed In lhc lowcrt denshy zone 

- duo 10 the U1C of the HAl Model S\IITOgate location approach - lhcn one 

may ncva\bcl=s c:oncllldlc !hat lhc HAl Model builds lllffiacn1 pllnt in 

thi1 density zone. When one abo con~idera that the Steiner 1rcc dislllnU, 

not the MST cllstaMe, Is t.bc minimum dlsumcc ncccs••ry to connect a 

aroup of points, the rciCMIDCC of the MST analyxs proposed by the 

BCPM proponents iJ fw1.bet diminished. 

In IUIJIIlW)', all oftbe evidence we have produced establishes that the HAl 

Model d~ a better job of building sufficient plant 10 reach Floridll 

CUS10mCD whom they are ectually localcd. ""ithout ovabuilding the 

sub feeder nctwodt aod the DLC syst.ern required to reach those customm. 

VL THE INPUTS TO THE DCPM l 1SED BY 11fE INCUMBENT 

LOCAL EXCHANGE COMPANIES CAUSE A FURTHER 

OV£R8TATEMEHT O:r THE COSTS 11IA T WOULD BE 

INCURRED BY A. I EII'.FICJENT CARRIER 
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I Q. HOW SHOULD TilE IM'tJTS TO A COST PROXY MODEL BE 

2 CHOSENt 

3 A. The delmnlnalion of the "tolll forward lookina cost ... of providina basic: 
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local td""""""unic:atlons service" 111 required by F. S. 36-4.0lS (4) (b) b a 

two 11cp ~ First. lhe COli mode:\ to be used must be constructed In 

such a way thalaCIICft!Jy accep1ed deli an and placement principle~ and 

the 11)011 rece111 conunc:rc:Wly availablo technoloi)' and ~uipment an: 

Ulcd to model the characteristic. of a network that would be deployed by 

m efficient PJOvldcr of loc:altclooommunic:atlons services. The second 

atcp Is a cleu:nnlnatlon of the Investment that wiU be ·~uircd and the 

oaaolnB CIXpCIIICS thai will be lnc:um:d to own and opctatc such a network. 

In order to compietc thlJ second step, assumptions must be made 

regardlns lbo acqullitlon cosu 1>f mmrial and labor, the l.evel of operatlna 

cxpcmes, the level of capilli related C:OJIJ, certain operational 

c:hlnlclcrisll< of the nctwork (the level of utilization of lnvestmc:nu, for 

axamp.le), and the opportunities that may exist to rediiCC tolll coN by 

sbAring ln¥almellll or expenses with other firmt. 

Prevloua -wn. ofthb [estJmony have focused on the first step of 

dclermlnlna l.be cbanlc\eriJtlos of the ne1work required to provide local 

tc:lcoommunic:aliOIII scrvl«: In • given aeoaraphle area. Thl.a tcetion 
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foeusea on t111ndam..'Otal wnceptUal dlsqn:anent bd\\'ttlllbc pll'llcs ID 

tb.iJ l'fCCccdina rcaarcflna tbc implemcnwloo of tb.i.J second Slqllo CO$! 

dcterm.inal.ion. Thls fhnd.ollll'lllal conc:epllltl dJsaan:ement l'mlllllo lbc 

aeloc;tloo ofmodellapul.f with aignlflc:anUy dlfTcrmt values, which in tum 

bas a dJRd .tad llpdficant iml*t on tbc total cost of basic local 

tclocommlllllcatlool ~ Qlc:uiAtcci. 

8 Q. DON'T ALL COt.trANIES AGREE THAT THE COSTS TO BE 

9 CALCULATED ARE THOSE THAT WOULD BE rNCURRE!) BY 

10 AN "EFFICIENT CARJUE R"T 

II A Ultimlldy,oo. While witneues for BciiSouth and Sprint pay lip acrvicc 

12 

13 

14 

I~ 

16 

17 

18 

19 

20 

21 

10 ouda a at~Ad.rd, lhcy lhcn ao oaln an ancmpt 10 j\&Silfy model input.s 

that arc bPcd onlbc blstork, anbeddcd characteristics of tbc:ir existing 

openltiona. In order to ucertlin tbc: reuoo Cor o algnlflcant portion of the 

diffcrmco In IOU1 COli of bale IOQJ tdCCOIIIIDWiicalions KrVicc 

c:alculatcd by tbodltr=ot c:ompanlcs, it i.a cstentlal th.lt the Conuniuion 

look beyond lbc conccptuallabe!J beina placed on model inpuu. 

BcllSoutb witocsJ Caldwell, for example, rtaiCJ thot tbc COst model 

aclopccd by the CommWion In tb.iJ proceeding abould bo WICd 'with the 

appropd.IIC lnputato identifY the COSll thAt an efficient provider would 

as 



Q. 

2 

3 

4 A. 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

00li30 

DO YOU AGREE WITH BELLSOUTfi'S AND SPR.INT'S 

AI'PLJCAnON OF THEIR STATED COST STANDARD WHEN 

SELECTING MODEL INPtrrS't 

Ablolutdy 001. Apin. this is an area wbcR the Commission miD1 look 

btblnd the hiib-lcvcl tmninology in order ID determine wbatlllC$C 

companlct ectually mean. 

The lint flandluna;tal mistake thai BeiiSouth and Sprinl have lllJK!c is 10 

oonfusc costs which are spcd flc 10. given acoaruphic service area with 

c:osu that CII'C constnlincd by the hisiOric clwac!c:ristics of the incwnbcn1 

L£C that ICn'Cithe lltC8. If properly calculaiOd, cosu thai are JpCCific 10 a 

given .,_reflect the unique sel of chanlctcrisdca of the area lluu In tum 

cause a unlquc ICI of cosu. Any cllicic.nl carrier 5C!Vlng 1his area would 

be cx:pcciCd to have a similar expcrien«: !he cosu would. oonlinuc to be 

unique 10 the charactcristics of the geographic area. but would no! be 

~to Ylll')' by wrier (by dcfmition. an efficient cmicr would be 

able 10 dupUca!C • comparable low cost "10lution• for ~ given geographic 

"problem"). AI a result, it is not na:cssary to ac. beyond ca ·acoiJrllphic 

area apcclllc" cost to a •company specific• COr!, w1lcu the objcclivc la!o 

lncludo COltS !has ""cum:ntly being experienced by the incumbcni U!C 

tblllm> In cxceu of those that would be experienced by 11:1 cffident 

carrier. 
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DO THE BELLSOurB AND SPRINT WITNESSES ARGUE FOR 

THE INCLUSION OF SUCH "COMPANY SPEClFJC" COSTS? 

Yea. Altt:t ~Y ootiQa lhlt "!be primary purpose of the model iJ 10 

develop deavcraaecl cost estimttcs by a~o uea. • Sprint witness 

Olckmon aoes on lO que lhat model Inputs should be specific lO the 

tompaD.y CUI1allly providina !be savicc. u &liSoulh witnesS Caldwell 

makca a lllmllar flawed argument. statina that Input values lhould be 

company specific:, and lhlt BciiSouth'slnputs to the BCPM reflect the 

costs lhlt Bc:liSouth "will iocur .... 

001731 

The use or aucb "c:omJIIDY sped lie" inputs l.s incooslsteot with the 

obje-ctivo of lnclucllna only 1bo costs tllat an cffioic:nt new prov'-ter would 

incur oo a &olna·forward bub 10 aervc a aiveo uea. Properly calc:ulaled 

costs are tpeclfic 10 the unique chanlcteristiu of the area beiDa scrvcd, but 

it ls oot nc:oeswy 10 ltudy the billOric and embedded costs of the 

iwunbnrt provider In order 10 make an objective determination of the 

costs llw an efficient ocw provldCT would Incur 10 serve the an:J~. To the 

conttary, by focusilla on tbc historic operations of the ineu'!lbcnt LEC 

instead oflbc cbanctcrlstlc. of lbc uea. h becomes more difficult to ltlAkc 

the required objcctivo detmnlnalion or costs. 
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THE USE OF RIBTORIC AND EMBEDDED (1. E. "COMPANY 

SPECIFlC") INFORMATION AS COST MODEL INPtrrS WOULD 

SERVE TO OVERSTATE COSTS ONLY IF CHANGE IN THE 

INDUSTRY 18 OCC'URIUNG AT A SUFFICIENT PACE TO MAKE 

P MT CONPmOl'IS A POOR INPICA TOR QF THE t'1.1111R£. IS 

TIDS THE CASE? 

Yes. f'lnl aod foremost, lhe position oftbe BdiSouth and Sprint 

willleAel completely iaoora the development of competition for basic 

local t:ciC!OO!!!munlcaliOil$ services that is beginning to occur in Florida. 

Their araumtnll for tbe usc of"compm~y specific• inpuiJ arc oothlna more 

than alhinly \Idled llllemptto C4lT)' corn that wcte ineum:d during a 

period of monopoly opcnuion forward intO a competitive environment 

Doing ao WO\Ild dearly bene.fit the incumbent LEC$, but would be dlreetly 

at odds with the inttfesls of Florida consumers of basic local 

tclecommunic:atlODJIC:\'ka. 

The S"peciJics ofmmy ofllbe industry changes arc described in the 

testimony of Sprint wilDe&S Dr. Staibr. He correctly poiu-., out at page 9 

ibat "hiJJorical or boolc COiiJ rqiOMd over many yean do r.ot rellect the 

efficiencies that can be rcaliud today in tbe provi•ion ofbuic service. 

They alao do DOl rdloct the realities of today'• matlcet with reptd to, for 
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reasons. Flm. BdiSouth opc::l11tcs as a regulated monopoly; it does not yet 

(ICC effective COillpetltlon for hslef'Yicet. Tbla ColM'Iil>doo hu not 

recently performed eo iovatlption of BciiSoulh'• OFCf8llons and found 

!he ComPIDY to bo as efficient as h \\'OIIId be If operated in competitive 

lllli!Uu; similarly, COillpetltlvc madcd Corea have not bad the opponunity 

to~ on BcllSolllh in order 10 provide mtllht ioc:entiva for c.ffic.icncy. In 

abort, there it no basis for • ClQnc:hwon thai BciJSouth eould not OJI<"BI.C 

more cft"tclently dwl it doe~ today. 

Scc:ond, while abo bas bad a cllstlnauiJbcd c:arccr at BellSouth. Ma. 

Caldwell'• professional m!perienee i1llmited to enmlnations of !he costs 

ora reJUiaiOd 1110110p01y; tbc does not have compiii'Bblc experience 

evaluating !he costs of a finn openatiog in competltlve maril:c~. AI a 

result, ihc limply l~eb the ne<iftsary foundation to reach her oft-slated 

CODehWOO lbal BcJISowh'l cxiJtlna COSI SINCtllnl is equal 10 !he COS! 

Jtnoc:turc of an efficient provider on a aoina forward bAsis. 

YOU STATEDTBATCOSTSBUOULD BE SPECTFICTO THE 

GEOGRAPWC AREA BEING STUDIED. IT IS NECESSARY FOR 

ALL MODEL lNPt TS TO DE CHANGED TO FLORIDA· 

SPECIFIC VALUES IN ORDER TO ACCOMPLISH nus 
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OBJECTIVE? 

No. In a filnher IUanptto justify the u.se of historic IDII embedded (i. c. 

"C'.omplll)' IJ)OCific") informAtion.., cost moclcl inpul$. the incumbent 

LEC witncuea have ancmpced 10 !'nmc the debate .., a choice betw=~ 

·~apcclflc" and "default" Input valuca. In lhis didlotomy, ·ru11e 

spocific" Is Jlmply a cupbcm!Jm for hirtorio information from tho 

costs tbal.-e lpCCific 10 a, giYeD area. In order 10 do 10, II will be 

oooenary 10 use a mixture of acoaraphlc IDII input daJa lhatls hiahJy 

specific 10 tho gcqpsphic area bcins Jtudiecl (IOU type. for example) IDII 

ii1JIIII valuer lbat arc not F,PCCIIie to tho acograpblc area or even 10 the lUte 

(tbe purcbuo price of materia!J that BeiiSouth purcllala on a rcaiollAI 

bulJ, for example). As Sjlrint witncu Stslht correctly points out at page 

13, "just&J tbe valucr of c:aWn inpuu should IDII will cJwtse from 

loc:atioo 10 location. odltf'l will DOl. 

As a result, it is neeca&'Y 10 evaluate all moclcl inpuu in order to 

incw:red by an efficient provider, Much of this information must be 

spcc:lt'lo 10 the IQ'C4I bclna ltUdlcd. In lliMY CASeJ, however, SCH:IIIcd 

"d.:fault" dala reJRIC <ts tho mort reliable IDII objective information, while 

JOoQJJcd •cocnpany lpCCi:fic" inputs., bucd on hiil\ cost pnctices tha1 
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6 Q. HOW DO THE nLL fACTORS, OR PAIRS PER HOUSEHOLD, 

7 l'ROPOSED BY THE ILEC'S lN THIS PROCEEDING 

8 OVERSTATECOSTS? 

9 A. The moclell befoce this Corolniuion reflect a "s:napahot" of !be lldwork. 

I 0 c:alculatlna tbc cost per unit of demand (e. a .. eost per loop or eost per 

II mmUio of use) ..... mtna - u lbc denomhwor In !bat calcul.allon - today't 

12 cktmnd. Ho~. the plant !nvestmcnl3 (bescd on !be nli faclOr'&, or 

13 pein per boulebold, uti!iztd by BellSoulb, GTE. and Sprint) uc c!Qisnecl 

14 

15 

16 

17 

18 

19 

20 

21 

to provide terYioe to today' a demand plus additional demand in !be future. 

It is important to citbc:r ( I) remove lhb spare capacity for srowth from !be 

Investment calculationl by utilizing objective fill !xtoJ"J, or (2) l&kc this 

8f'OWih In dc!IW!C! Into IIOOOWlt in !be denominator of !be c:cnt per unit of 

dclnand to avoid ovcntalina eostl, which would lead to an over·rccovc:J)' 

of gapltAI COSit by !be ILECs. Essentially, !be long·run 8fOWib 

impllcatlonl need to be taken into eccoUDl In both the numenlor and !be 

cleoomlnator, or removed from both tho numcnuor 11nd dcnomlrwor. 
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2) 

3) 

4) 

00l 'i' 38 

meeting Wcreasing environmental constraints; 

U. S. computer chip nulken have embarked on a joint clfort to 

cnat.c tmaller chips by using obsolete U. S. Oovcmmcnt bomb 

fxillties (WasJUnaton POJt. 9/11/97 business section); 

TdcWest, o ;oint veoiWO between US WEST aod 

TeleCommunicatiON, Inc. ("TCI") in the United K1ngdom. 

combiiiCS tclepbonc ODd CCiblc service to mchieve subslantial cost 

savinp. A diy:ussion of the oct work slrue1Urc, on p~~gc 3 of U S 

WEST's JaniW)' 1993 lnvesiOn Report, swes thai: 

TclcWcst is inslalling an advanced hybrid network that 

Jncludcl twisted copper pain, fiber optics and coaxial 

cable. This i• a SUitc-of·lhc·lll't c:Clblc TV netwOrk wtth 

6ber to nodel serving 2.000 homes and coaxial cable 

extelldlna beyond to nodes and into the homes. Laid alona 

side the albic TV network iJ the Illest 1clephonc digital 

loop carrier netwOrk, which runs fiber to the nodes Krving 

500 homes. Copper wire extends beyond \he nodes nod 

Into the homes. As shown below, the two nctworlcJ overlay 

each otber,lbatina a common po,.u supply, conduit aod 

Ai1ports aod ocean ports, in which companies !hal compe~e fte=ly 
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16 

17 

18 

I? 

20 

21 

S) 

6) 

with eedl other~ tors~ pottions of their fixed investment 

(Shopping emten and Industrial parks are examples oftha 

pMnoDICDOil, as wdl}; 

"Pisgybecldna, • the pnldicc of shipping truclt uailtn and 

OOilllloa:s by l'llilroad, enables two very oompetitlve industries • 

nilroads and long-haul trucking (both of these induslriC$ are 

parucularly lns!ructive because they, too, have extensive 

'netwwb' end have similarly made tho tnw:ition from the 

IDOilOpoly to competitive environments) • to reduce cosu by 

sharloa infrustructure; 

001739 

Multiple r&iltoedl form JWitchl.ngllnd tcnnlnal compenles to 

peunit stru=re lb&rina in 1111jor wb6n II/'I:M. 111= also is 

incmlsina use of lftekaac rightJ asrecmcnta, haulage agrecmenls, 

and other 1111111iemcnlllhat permltt.,.'O or more r&ilroads to 

QOillpcle while llling the same right-of-way and foc:ilitlea (the 

intentatc highway system and tho air tnlffie control system are 

other aamplcs or struc1urc sharing). 

These arc jUlia r-of the way1 in which compctlton ""' pooling 

I"ClliOIr'Cea end &baring facilities and tAlent to provide better quality services 

to euatomen and to lower products' c:osu. 
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It iJ abo lmpocunt to consi<kr bow a telephone company can shan: 

structuro placecl today, even if no other party ~uirc:s NCh tacilitia now. 

Pint, lLECt routlocly place extra conduit, wblcb Is a way or sharlng 

today'J flcillda with iuelr In the liltlft. Accordlns to the FCC 

reauJ.itions, the lLECt must allow competitive local exchange carriers to 

bare tho.e fadlitiet. In eddltion, an ILEC can lease the conduit to cable, 

lnlernet, or other aervieet In tho future (or, for that matter,lc:ae structure 

i!Sdf from Olher lldworlc industria). 8oth or these are forms of slwins 

thai do not n:qu.lnl all companies to be reedy to share the capacity &J 

(ftChldy the li10IJial1 il Is installed, but ICI"VC to SU~Witially .reduce the 

cost ofbuUd!na a network. In tact,ILECa enpgc in suc:h sharing today, 

, ... .;., c:ondull and pole auacbmenll to and from otber entities. These 

rcveouet are typically- and lncom:ctJy • not included In the ILECI' 

ll5tlmailon or COlli. From our viewpoint, "cash is cash" and leased 

c.dlities reduce c:osu, lmprov!na the firm's competitive position. 

17 VIL THE BCPM SPONSORS TVPICALL V REL V ON A BIASED AND 

18 ONE-SIDED CRJTIQUE OF THE HAl MODEL 

19 

20 

21 

Tile BCPM SptHUtln ltttw ~~Itt to Dnw 11 Su/u of MlshUJntand 

I IIIICCIUtiU CiJ"''"'rlsotu Bnwu11 tlu BCPM and flfl HAl MtHid 
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Q. 

A. 

WHAT ARE THE lNACCURATE STATISTICS RELATING TO 0 Q 1 'j 4 1 

mE METROMAJL DATABASE THAT ARE CITED BY THE 

BCPM SPONSORSf 

In on!cr ID S\f&ICSI cbatlhoc JoW Model's CUSlOCDc:r location algorilhm is 

flaw~, the BCPM SJl010011 claim !hat Mcttolllllll's National Coll5lllntr 

Databue ("NCDB"} contAins only 70 million named and unnamed eddrus 

rcc:ordJ Cor lbc SO 1ta1ca (65 pm:cn1 of the addrcacs). This IWCrtion is 

simply wro!lio Att'C'bed, u Exhlbil: __ (DJWIBPP-20), is a 

memorandum from i{cn.in WiCICJ> of Mc:tromall muting the BCPM 

spo1110nstatialics. ln hls manonndum- whlcb was filed by AT.tTIMCI 

wilb lbc FCC In CC Docket No. 96-45 In Doccmber, 1997 - Mr. WiCICJ> 

ltalcalbal "(t)be Metromall databAse docs have over 90% (approximately 

91.5%) oflbc rc:sidcntW llddn:acs In the U.S." OflhiJ 91.S%.1bc 

Cenuus& Deakt.op JOftware usee! In the JoW Model customct locatioso 

Jlf'OCC" SUCCC~~fully acocodca approximately 71 "• of the resiclcncc5 

natlooally. 

ln C(!nlri.SI, lbc BCPM process cannot identify lbc IICIUAl pbyai~ location 

of a alnglo 4:uslomer. Thc:lo aoru of 1\AtlJtics m most meaningful only In 

eolllJI'rl!IOD to c:omplllw.lc ~~atislica for the olhcr mockls before the 

Commiuioll. M'" noiOd carllcr, It WOIIId be ~aeful fOf the BCPM 
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proponents to provide ,...;,ru., Cor Florida ideruifyina (a) the number and 

puunt of IICIIIII cuslomaloe&lions lbal an: located alooa the roads lbal 

an: mapped in lhelr runJ of !be BCPM; (b) mlis1icalmc&SW'CI indkatina 

types emplc.yed by the DCPM: (c) the number and pment of eetua1 

~ locelloos that are located wilhin the ·I'OIId·redacecl. qUidlaou 

thai tm B\PM UJCt 10 ltJMKut the aas thai muat be ICn'Cd by 

distribution plant; and (d) the percent of all rOIId mileaac mapped in the 

BCPM ltiOCkl tbat f&l.ls wilhin lhe "road·reducod" quadnnts thai the 

BCPM uses to teptCitllllhc areas thai miiSI be ~en~cd by distribution 

pliuu. Tho provl.tion oflhcac statll!b for Florida, and by density mne 

wilhln lhe sialc, would permit a meanlnaful compurilon of the .elati.-c 

merits of the two modclo. 

IS Q. IN WHAT OTB'ER WA.VS HAVE TilE BCPI\1 SPONSORS MADE 

16 MISLEADING COMPARJ.SONS REGARDING TilE RAJ MODEL? 

17 A. In roast proceed lop. the SCPM propooenU ha.-c attm~pUd 10 usc l&ttllhc 

18 

19 

20 

21 

oburvatioru &om only ooc or two wire ccnlci'S in an effort 10 dilplltllgc 

the HAt Model Jcq+lon pcooea. However, there an:~ lhreshold 

problems with lhe method of YDIIdatioo uac:d by the BCPM proponen!L 

Pint. the aclcction of !be 'Wite centers analyzod by the BCPM proponents 
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In eddil!on, I have r=taled tbc c:oiTClation IINlly~a for both Kmtuclcy and 

2 Tetlllt'lllleC {for fii'OI*'dinp in thoSC! SlAtes) and foWld that tbc HAl Model 

3 more ICCUZI!ely ICX&tes eus~omm than doea lbc BCPM, even in the win: 

4 oeala:l that wetc band·telco:led by the BCPM proponmts. 

6 Q. WHAT ARE YOUR CONCLUSIONS ON THE RELATIVE 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

MERITS OF THE COMPETING METHODOLOGIES USED BY 

THE BCPM AND 1'BE HAl MODEL TO LOCATE CUSTOMERS? 

The BCPM proponents' main criticism of the HAl Model appean to be 

that a-'lna II not panicularly IIUCCe$$rul in rural arus, and they U5C! a 

series of mWcading IIAtistlcs in an effo11 to create tho impteSSI.on that 

BCPM Ia superior to the HAl Model, even though lbe BCPM does not 

IOCIIC any CUJIOmCn at all. In addition. tho BCPM proponents clalm that 

tbc HAl Model does not build adequate plant to reach customers within a 

dlstribution 1/U when. In faa, lbe HAl Model oons~ mon: plant 

within disuibution arcu lhlln lbc BCPM. In short. ~ben: Is C'Videncc: that 

the HAl Model does a better job than lbc BCPM at predicting customer 

locatio !II in rural -,IIIJd lbe Louiaillll4 Staff is c:om:c1 when they asscn 

that ibere It "no ooncluslvo cvldellCc that lb.. BCPM dotJ a better job of 

prcdleting cuttomer location in ruraiiUCU lban lbe Hatfield Model."" 
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3 A. 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

HAVE THE 8CPM DEVELOPERS TYPICALLY RELIED ON A 

ONE-SIDED CRITIQUE OF TilE HAl MODEL? 

Ye.. Tho BCPM propoocms only appear 10 identify corrections 10 lhc 

HAl Model dill wo\lld SQW 10 in=ue cost.s.. Ho\WVCr, lhc HAl Mockl 

doe2 DOt ICCOUD.I for ciefmtd tAXes - while the BCPM doe.. 

(J0 1.745 

Alllll:bed, u Bxhibit: __ (DJWIBPP-21 ). Is a simple comparison of 

annual cbatgo factors resulting from lhc HAl Model and lhc BCPM. using 

consistent input assumptions for taxes, cost of capital, economic llfc, and 

salvqe values. Th!J shows lballhc HAl Model, by not lBOOrporating lhc 

bendiu or defcm"C! taxes,. produces aMual capital cosu that arc more than 

lilleen prn:cnt hlahcr than thoso produced by lhc BCPM when consistent 

inputs are used. 

We find it curioustiiAIIhc BCPM dcvclopcn, after cx4l1linlng the HAl 

Model in some detail, haYC ~er pointed out this di~Q'C))Gl~CY in 

methodology -a~ that would 5CI'VC to lo\m' the HAl Model 

cstltulcd costs and the 11m0unt of USF rupport. 
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18 

19 

20 

21 

Q. 

A. 

VID. JIINDINCS AND CONCLUSIONS 001746 

WHAT CONCLUSIONS CAN BE DRAWN REGARDING TOE 

BCPM AND ITS USEFtJLNtSS IN ESTIMATING THE 

UNIVERSAL SERVICE FUND REQUIREMENTS? 

l.n ehoosina a cost modellhat will be the bo.sls for "llmatlna l.be universal 

tcrVice fund requirements, it is impoiWit that ICC\II'IItc estimates be 

developed on. aeoanphleally deavera&cd bo.sls wil.bout using excessively 

small aeo~Papble units lhat would !.cad to a fa!Je aense or precl•lon. To 

this end. it il c:sscntW to we the mos1acc:ura1e daiA available. 

Following ila S\IIIIJJW)' ofl.be problems with l.be BCPM: 

I) Tbc BCPM doaa 1101 lOCAle any aa~omcn. 

2) 

b) 

c) 

Tbc BCPM docs wc gcocodcd data. 

The BCPM drops customa1 and tbercrorc docs not provide 

unlvmal service. 

The BCPM assumes that all eustomen are evenly 

cli.stn'butcd alona a rdce1cd subKI or roads withow any 

evidence 111pponing that IWUIIlptlon - an assumption !bat 

ovcntates cliJpeT1ion. 

The BCPM diJiri' 'lltlon 1m1S are unreallnlc. 

a) The BCPM assumption that all distribution areas arc sq1141'C 
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3) 

4) 

b) 

c) 

d) 

iJ oVt:~ly-simplistlc. 

The BCPM wumptlon thallhc o.rea of lhc 1'04d-reduced 

1quare equals 1,000 feel timellhe road length is 

IIIIS\IppOI1CCI and lrlritnry. 

00 1.747 

The BCPM road~ l~ves many crustomen unserved by a 

wodc.able metwork. 

The BCPM IWWllption WI customm live on sqwii'C: lol& is 

unsupponcd and overstates C<»U. 

TM BCPM caniar --nns area design is inclllclmt. 

•> 

b) 

The BCPM "cookie CUIIa"' approech iJ atbilnlty, and does 

not like lnlo ICCOWII ectual customer clustering. 

n.e BCPM scrvina areas are too small to efficiently usc 

DLC. 

c) The BCPM arid epproecb inconsiJtcntly tTcaiS vuious pans 

of the cow:11JY 

The BCPM does oot usc a least-cost feeder plant design. 

a) The BCPM mil..-pccllies the cosl·mlnlmizlllj! optimization 

algorithm by lleerln11 feeder toward the. population 

CCD!rold. 

b) The BCHJ.I JUbfccder cable i• not always pupuldlc:ular to 

the main fcoclct. 
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S) develops COSIJ for bolh UNEa and USP on a consistent basis; 

6) iDcludeJ a fonvanl·looldna and long·nm pulljl«tive; and 

6) utiafict the FCC cri1ma and P. S. 364.025 (4) (b). 

We wp the Q>mmlssion to evaluate the cost proxy modcb propotod by 

tLe plrtles wilh tbe undemanding that aimil.v inpuu &cnen&lly can be used 

in either model. Cou1liiy to the put ~ny of many ll.EC wi~. 

which bas fOCUICCI on modd inputs, the ddidencics of the BCPM 

demons1ratc that the metbodoiOIIY doc:a matter. 1'llc subS1antlvc flaws that 

bavo been idtntlfiod in the BCPM overstate COlli and arc difficult tD 

modify. The HAl Model doCI not sutrer from theae aamc dcfi<ic:ocia,lllld 

iJ c:learly the mon: reliable model. 

IS Q. ARE TilER£ OTHER CONSJDERA TIONS TfUS COMMISSION 

16 SHOULD TAKE IHI'O ACCOUNT WHEN SELECTING A 

17 METHODOLOGY FOR TBE DETERMINATION OF UNIVl!RSAL 

18 SUPPORT FUNDING? 

19 A. Yet. In addition to the fact that the IW Model ACIUally loc:atcs c~Utomcn 

20 

21 

Alld dealp ill outside plant baled on the loc:atlons of the rtatomcn, the 

liAI Model relict on a proc:c$3 wb.icb will only Improve u acocodin& 
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1 MR. LAMOUREUX: They are aveilaule tor c r oss-

2 examination . 

CAAIRMAN JOHtlSON: Okay. BellSouth . 3 

~ MR. CARVER: If we could, we'd li ke for GTE to go 

S fi rst . 

6 

7 

8 

9 Chail'lll4n. 

CHAIRMAN JOHNSON : Okay. Mr . Williams. 

MR. CARVER: Thank you . 

MR. WlLLIAMS : Thank you ver y much, Madam 

10 CROSS-EXAMINATION 

11 8¥ MR. WILLIAHS: 

12 0 Let me atart with Mr. Wood, if I could, to clear 

13 up an area tha t we had yesterday. I ' d asked Mr. Wood if he 

1~ would accept, subject to check, the cost , the UNE cost for 

1~ the loop in Hatfield 2 . 2.2., and as well as the cost for 

16 GTE and what comes out of s . oa . 

17 And I gave you those documents, Mr. Wood, and can 

18 you confirm the accuracy of what we were talking •bout 

19 

21) 

yesterday? 

A (Witness Wood) My numbers are two cents of( of 

21 Y•'Ur numberc, but l think they are very close and I would 

22 cell those comporoble to being correct; yes. 

23 0 Okay . And ao we can agree thot HatClelrl s.oa 

2~ provides loop coste, total loop costa tor the state of 

25 Florida for GTE ot approximately S2 leas than the last time 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 



l 

1752 

1 MR. LAMOUREUX: They are available for c ross-

• exaJII.lnation. 

CHAIRMAN JOHNSON: Okay . BellSouth . 3 

4 HR. CARVERs If we could, we'd li ke for GTE to go 

~ firet. 

( 

1 

8 

CHAIRMAN JOHNSON : Okay. Mr . Williams. 

HR. CARVER: Thank you. 

MR. WILLIAMS: Thank you very much, Hadam 

5 Chairman . 

l C CROSS- EXAMINATION 

11 BY MR. WILLIAMS: 

0 Lot me start wi th Hr . Wood, if 1 could, to clear 

1" up an area that we had yesterday . I'd asked Mr. Wood if he 

14 would accept, subject to check, the cost, tho UNE cost for 

15 the loop in Hatfield 2. 2.2., and aa well a s the cos t Cor 

lE GTE and what comea out ot 5. 0a . 

17 And 1 gave you thoae documents, Hr. Wood, and can 

18 you confirm the accuracy oC what we were talking about 

19 yeaterday? 

2C 

21 

22 

23 

24 

25 

A (Witneaa wood) Hy numbers are two cents off of 

your numbers, but I think they are very cloae and I would 

call thoa~ comparable to beinQ correct/ yoa. 

0 Okay. And ao we can agree that Hatfield 5 .0a 

provides loop costa, total loop coats for tho state of 

Florida for GTE of approxi mately $2 loaa than the last time 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 
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1 we were her e and conaidering veraion 2.2 . 2? 

2 A (Witness Wood) That ' s right. That is the area 

3 wide aver age cos~ for a unbundled loop; that ' s r ight. 

4 0 All r ight . Thank you. l am confused as to who 

! t o 

j COHHISSION&R CLARK: I'm sorry. When you say 

7 area wide, you mean ~7& ' a area? 

8 A (Witness Wood) Yes , ma'am. 

! BY HR. WILLIAMS (Continuing) : 

1( 0 Nov you have your rebuttal testimony in !ront of 

11 you, both o! you? 

12 

1: 
14 0 

(Witness Wood) Yes. 

(Witness Pitkin) Yes. 

And I wanted to s tart by directing your attention 

1! to page 12. And I ' m no t sure who is reapon&ible for this 

lE portion of the testimony, so I need a volunteer. Is that 

17 you, Mr. Pitkin? 

18 A (Witness Pitkin) I believe it depends on the 

l! specific question. 

'•( .. 0 The apecific question goes to the following 

21 statements: That the atatea ot Hawaii and tlevoda have alllo 

22 co~cludod that tho HAl Hodal is superior to th~ 9CPH. 

2: 

24 

2! 

A 

0 

A 

llfitneea Wood) Yea. I'll take tl.ose. 

You vant thet one? 

(Witness Wood) Sure. 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 
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0 I vas surprised in reviewing that because 1 

recall bei ng in Hawaii last year, obviously unsuccessfully, 

and I don 't recall any discussion there about the BCPN. 

Are you certain that BCPM was considered by the 

Hawaii Commission? 

A (Witness Wood) l am certain that t he Hawaii 

Commission sent to the FCC as its proposed cost model tho 

HAl Model, the llat field Mode l. 

Q Right. That wasn ' t my queatton . I t says right 

here that the state of Hawaii concluded that Hatfield was 

superior to BCPH. 

A (Witness Wood) 1 see. And, actually, I aqree 

1. wi th you, Hr. Willia~s: That ia poorly stated wi t h regard 

14 

1! 

lE 

to Hawaii because that state was unusual in that it wasn 't 

these two modele going head to head. That's --

0 BCPH wao not even an issue in Hawaii; was it? 

A (Witne•s Wood) That sentence should accurately 

18 read that tho state of Hawaii has found the HAl Hodel to be 

19 the correct model for calculating universal service costs 

10 and has recommended the model to the fCC a~ its chosen 

21 model platform. 

22 

2; 

24 

Q 

A 

Q 

Right. 

(Witness Wood) That ' s right . 

My quea ·ion 1a real simple, Hr. Wood: BCPH was 

2~ noe even on isoue in Hawaii; was it? 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 
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1 A (Witness Wood) That ' s r i gh t . 

2 0 Okay. And, similarly, BCPH was not even an issue 

3 in Nevada? In tac t, it was a predecessor version to BCPH: 

4 isn ' t that cozrect? 

A (Wi~neaa Wood) I'~ not s~re. 

0 It ~ae BCPH 2 that was at issue in Nevada: was it 

1 not? 

8 A (Witness Wood) Yea . And 1 think also it was 

5 earlier versions of both models competing in Nevada. 

lC Obviou•ly, depending on the t~ing o! the case, 

11 it's going to be an ear lier version of each ~odel ver sus o 

12 later case that has a later version. 

13 0 Uh-huh. Now could you turn to page 20 of your 

14 testimony. And 1 'm assuming this ill Mr. Pitkin. 

15 There' s a question that says, *Wny do you " 

16 This is at ~he top of page 20. "Why do you contend that 

li the resulting BCPH network is not capable of providing 

18 universal service?" Do you see that question? 

19 A (Witness Pitkin) I 'm aorryz the middle o! that 

20 question : "Why do you contend thot t he resulting BCPM 

21 network h not capable of provi dinQ universal .service? " 

12 

23 Q 

Yes. 

Ri9ht. And am 1 correct in aJsuming, Hr. Pitkin , 

24 that your opinion ia that the BCPH model is not capable o f 

2! providing universal service? 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 
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A 

Q 

(Witness Pitkin) Yes . 

All right . Your cestlmony is that it ' s not 

3 capable and not that it is jus t the i nterior model co 

4 Hatfi el d? 

1756 

5 

E 

A (Witness Pitkin) That's correct . My contention 

i 

~ 

s 
lC 

11 

12 

is that t he BCPH drops customer s and, therefore, the BCPM 

cannot provide service to all the customers that tho model 

says it should provide service to. 

Q And your t estimony is that Hatfield does not drop 

any customers? 

A 

Q 

(Witness Pitkin) Yea. 

Okay. Now the reason that you give, at least ln 

13 this answer, as to why BCPM is not c~pablo of providing 

14 universal service is that BCPH builds to housing units 

l; whereas Hatfield builds to households; do you see that 

ll there? 

17 (Witness Pitkin) That is not my contention as to 

18 why that BCPH does not provide universal service . That 

1! section is some information that I use later in my 

2C discussion. 

21 My contention is that the BCPM methodology 

22 allocataa tractional customers to microgrids. And, 

23 therefore, if you have many mictogrids in an u1tim.ato grid, 

24 each With a small fraction o( a customer, when you 

2~ aggr egate them up a t d do the rounding process that the BCPH 
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1 Hodel does and Or. S~aihr has testified to, then the BCPM 

; drops "those customers . 

3 0 r see . so the incapability of BCPM doeb not have 

4 any"thing to do as suggested by this answer with the 

! difference between household and housing units? 

(Witness Pitkin) The answer says it is clear that 

7 some of these customers are dropped from the process. 

8 

! 

H 

0 Well, I see that , but the first part of it talks 

about the differencft between households and housing units; 

does it not? 

A (Witness Pitkin) The firat part is leading up to 

the final conclusion. 

0 r see. And you reach the final conclusion 

14 because of the difference between household and housing 

1! units? 

14 HR. LAMOUREUX: Objection; this has boon asked 

17 and answered. 

18 HR. WILLIAMS: I don't think so. If it has, I 

1! apologize . 

2C C<W.MISSION£R CLARK: I'm sorry, but I ' m still 

21 confused to. It strikes me that that portior has nothing 

22 to do with why you say it's not capable ot providing 

2: universal aervico. It's really immaterial t o it. 

24 

2! 

A (Witness Pitkin ) The reason it's material is I 

wAs trying to 90 thr~ugh an explanation of how the 
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1 allocation occurs in the first place. The fact that I 

2 specified both housing units and households was just to be 

: complete wi t h what they " re allocating. 

4 Essentially I go t hrough a discussion of how they 

! allocate. Because of this allocation procedure, they end 

1 up with fractional customers. And at the end of the day, 

7 those cust omers are dropped. 

8 MR. WILLiAMS: I don ' t understand it either , Your 

9 Honor, but let me continue. 

10 COMMISSIONER CLARK : I don' t -- How is it that 

11 An1 as I -- Well, let me ask you t his : Tell me what you 

12 start with from the census data . I had understood Dr . 

13 

14 

1! 

11 

17 

19 

H 

2C 

21 

22 

2J 

Staihr to sugg~st that you only count households with 

phones. 

A (Witness Pitkin) Oon Wood would be a better 

person to tell you exactly what is included in the HAT 

Model locations. 

COMMISSIONER CLARK : Mr . Wood, is that correct? 

A (Witness Wood) No. Commissioner Clark, what 

you 've heard here, I'Q afraid you 've been mislead. I ' m not 

suggesting intentionally, but that ' s what's happened . 

We ' re re!errino to households in the model 

documentati on and somehow that's been equated with a narrow 

24 definition of tho Census Bureau. And those two things 

2! simply do not equate. 
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1 The idea that you've been given that we don't 

2 include vacation homes , for example, somehow because nobody 

: was home when t he census taker came by, that sort of thing, 

4 that is not th~ case. We certainly do include all 

! locations wi th a telephone regardless of whether anybody 

I was home. 

7 

8 telophone? 

! 

H 

COKMISSION£R CLARK : All locations with a 

(Witness Wood) That ' s correct. 

COMMISSIONER CLARK: So you don't include all 

11 housing unite? 

12 A (Wi t ness Wood) That is cor rect. There are things 

1' defined as housing units that would not be desiring 

14 t elephone service . We -- Let's see how I can describe 

1: this . 

11 There are -- Certainly any place that constitutes 

17 a household, we build to it, whethe~ they have a telephone 

16 or not . And certainly all places wi th telephones we build 

l! to. What we try to do with a combination o! those is 

2( capture places with telephones ond places that might need a 

2 l telephone in the future. 

22 COHHISSIONER CLARK : Why isn ' t that tho aamo aa 4 

2: hou::ing unit? 

24 A (Wi t ness Wood) In terma ot the census de!inltion, 

2! I don't know what th1 incremental difference is. 
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1 COMMISSIONER CLARK: Let me ask you this: Would 

2 it make sense to start, have as your starting point all 

3 housing units? And I assume that includes businesses but 

4 under Y different cateQory? 

5 A (Wi t ness Wood) The businesses are a different 

E categor y, and we certainly build to all the business 

? locations. 

8 

9 

10 

ll 

12 

13 

H 

15 

H 

17 

18 

19 

:I!C 

2 ' 

22 

2~ 

24 

25 

o'.de . 

COMMISSIONER CLARK: This is only housing units? 

(Witness Wood) This is only on the residence 

COMMISSIONER CLARK: Okay . Doesn't it make sense 

to build to all housing units? 

A (:fitness Wood) It depends on the definition of 

housing :nit and that's what I will have to check for you 

in term~ of the census data. We come at it from the other 

direction. It ' s everywhere where there is d household oC 

people and everywher~ that has a telephone. 

COHMISSION£R CLARK: Well, it strikes me that we 

shouldn't really be having a debate as to where we start 

from because it seems to me it it 's although it may not 

be occupied at some point, it it •s a housing unit 

presumably it will and you wil l provide service t o it. 

A (Witness Wood) Right. Remember, too, that this 

debate relates more to tho line count ~rocasa than lt does 

to the service process. Wa coma back then and true up to 
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1 line coun~s that are provided by the local companies. 

2 When we go through this household process, what 

3 we are trying to do-- It's the access l ine model we are 

4 trying to get an accurate number , the boat we can predict, 

5 of the mix of residence and business locations within these 

E areas, theae census block areas within the exchange 

7 b~undary. 

8 tlow· we can get line counts up at the exchange 

5 level. Wha~ we're trying to do is get an accurate mix o! 

10 residence an~ business and then for residence how many 

11 people have f irst lines versus how many people have !irst 

12 and second linea, how ~ny people don't subscribe at all . 

13 We're trying to build up through this process where we use 

14 the households of an accurate estimate o! residence and 

1~ busineao locations in this smaller area. 

lE But then when we come back to build the network, 

17 we have to size the network to total linea and service. 

18 So this has been preoented to you as i! it's 

lS somehow this constraint on total network that's built. 

:o That's not true. It is the process we use to try to 

21 estimate t he mix of residence and business cuatomera 

22 because we ne ed that inJof"IMtlon Cor a couple o! reasons . 

23 Firat o! all, the uaaqe patterns are a little 

24 different. So we have a different cost tor that. ~nd , 

2S also, if we're looki19 at a roaidenco location, there is a 
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1 probability ot first and second lines and perhaps 

~ addi t ionala, but then for business locations there ' s a 

: probability that there's a lot more linea than 1 , 2 or 3. 

4 And that ' s why we then have to look at the demographic data 

! about the busi ness, see what kind of business they're in, 

! how many employees they have. That's all part of this 

7 ~uildinq up process, too, to distinguish between the t~o. 

8 That's the primary use of this household idea . 

! COMMISSIONER CLARK: All r ight. Let me ask it a 

l ( different way. You wouldn ' t identify a difference in the 

11 data you start with regarding housing units o: ~useholds 

ll as being t he source for any degree, large degree of 

13 dif(~ rence in your cost models? 

14 A (Witness Wood) I don 't believe it is . lt is 

1! certainly part of a different process we use to do the 

lE splitting out o! re•idence and business, but aince we're 

11 truing up to the number of linea that tho companies say 

18 they have in place in t he first place, then that process 

1! really is more important to the division of Lhe lines 

2C rather than the number of linea . 

COMMISSIONER CLARK: Okay. Thanks. 

22 !Witness Wood) Now Dr . Duffy-o~no has his 

23 satellite process where they go and do the counts and all. 

24 They're counting driveways, driveways that may go to 

2~ houses, barns, yo~ know, never to be again occupied 
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COMMISSIONER DEASON: The question is: Does the 

Census Bureau define your barn as a housing unit and does 

the Census Bureau define your 150-year-old house ~ith the 

roof caving in aa a housing unit? 

A (Witness Wood) In the second case , yes. In the 

first case, I honestly don't kno~. And that therein ia the 

proble~, Co~eaioner, with using that larger count because 

you're going to overstate the places that you build to. 

MR. WILLIAMS : All right. Thank you. 

BY MR. WILLIAMS (Continuing) : 

0 Let me ask you to turn to page 28 and 29 of your 

joint rebuttal testimony. And I believe the question ia 

asked on the bottom of page 28, 4nd tho ans~or runs over to 

page 29 and 30 . And this is talking about the BCPM road 

surrogate approach . 

Who's getting this one? Mr. Pitkin, is this yo~? 

A (Wi tness Pitkin) If the question is limited to 

the BCPM road surrogate approach, yes . 

0 Okay. It is. And you reach the conclusion that 

this road surrogate app~oa~~ . which is to distribute 

housing units, I guess, along the roads, is -- Well, 1 

think you say the BCPM baseline assumption u.ot all 

cus t omers can be allocated to grids basec on road mileage 

is unreaaonableJ is that right? 

A Yea. 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 



1 0 And that ' s wha t we've been calling the road 

2 surrogate approach? 

3 A 

0 

(Witness Pitkin) Yea. 

Okay. And ~our opinion then is that the BCPM 
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5 road surrogate approach is unreasonable in laying out the 

6 netw<>rk? 

7 

e 0 

(Witness Pitkin) Yes. 

Okay . Now would you turn for a moment to page 33 

9 of your testimony. And there is a question on line e with 

10 an answer starting on line 11 that indicate that asks 

11 whether the Hatfield approach o f placing non-geocoded 

12 customers on the perimeter of census blocks is r easonable . 

13 And I take it i t • s your -- Is this your ans.,er? 

14 (Witness Pitkin) Actually, my answer is thot it 

15 is a reasonable assumption to use a surrogate methodology 

16 for any customers tha t cannot be geocodod . My crlticiam is 

17 t ha t the BCPH does not uao any methodology to try to 

18 capture actual di:lpenion of customeu . 

19 To the extent you have information that may be 

20 able to assist you in calculating how far customers are 

21 apart from one another , that should be your first source o f 

22 information. Then you can uoe o 5urr09ote opprooch for tho 

23 remalning customers. And --

24 0 I don't think you let me get Lo my question yel . 

25 You wer e saying that the surrogate approach that the 
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1 A (Witness Pitkin) for usina those methodologies 

2 for the non-q·eocoded cu.ato~~~ero; correct. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Q Right. You wouldn ' t use them but for the non-

geocoded customers in your model: correct ? 

A (~itness Pitkin) 1 would recommend not. You 

could use them in tho HAl Model, but I would not recommend 

it vhen you have better dou available . 

~ Right. And it's the lowest density zones , both 

i n Florida and nationally, where geocoding is the least 

e ffective; can we agree upon that? 

A (Witness Pitkin) Yes, geocodinq is the least 

successful in tho lowest density zone in florida. 

0 And ao in thos~ lowest density zones, you would 

have moat reliance upon using these surrogate methods: 

isn ' t t.hat r i ·ght? 

A (Witness Pitkin) ln florida , in the lowest 

17 density zone, 23 -- I'm sorry 3 ~l ot the ~ustomers can 

18 be address geocoded. And in the second density zone, 62\ 

19 of the cust~rs can bo geocoded. 

20 So 1 would say that that is a foirly high 

~l propcrtion ot customers that can be gcocoded, a fairly high 

22 propor tion of customer s where you can attempt t o got actual 

23 dispersion information . 

24 0 All right. I think my question was whether or 

25 not it is in tho lowest density zornos thot you would have 
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1 most reliance in your model upon the aurroqato method . 

2 You've already explained . Now I think it ' s 11 yes or no 

, answer. 

4 

! 

l 

A 

0 

A 

(Witness Pitkin) No. 

Okay. Thank you. 

(Witneaa Pitkin) Because in the highest two 
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7 density ~ones in florida, the 9eocodin9 auccess rate is 46\ 

8 and so•. whereas in the second lowest density tone in 

! Flor i da the geocodino success rate is 62\. 

lC So, in fact , in Florida, which is unique, t he 

1' geocoding success rate is very high in that low d6nsity 

12 tone. 

1 Q And why is it very low in the highest density 

14 zones, Mr. Pitkin? 

1! A (Witness Pitkin) I don ' t know Lhe answer to 

H that. MJO. Wood may . 

0 Mr. Wood, why h it so low in the highest density 

18 zones in Florida? 

1! A (Witness Wood) lt' s actually not unique to 

..!C Florida. It tends to be 

21 0 I'm sorrys I couldn 't hear you. 

22 (Witness Wood) l ' m sorry . ln the very highest 

2: dencity zones it's not unique to florida. We're talking 

24 about 10,000-plua lines per aquare mile, which is a central 

2! business district of 11 large metropolitan city. That's the 
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1 only way you qet that arranqement. Wha~ you have there 

2 mostly are business lines, which all have been geocoded. 

3 You do have some residen tial lines and because o! the way 

4 some of those addressee are done, oftentimes a poet otfico 

5 box, there ' s a r elatively low rate because it ' s not a 

E geocodable point within that par ticular density zone. 

7 But t here a ren' t a lot of residences in t he 

8 10, 000-plus zone to qeocoda in the !irst place. Those are 

9 office bulldings almost exclusively. It's the only way to 

10 btack that ~any lines in a small space . 

11 Q All r ight . Now let ' s move ahead, if we could, to 

12 page 84 of your joint rebuttal testimony. And I believe 

13 this asks almost the u l timate question before this 

14 Commission, on the top of page 84, which is how should tho 

15 inputs to tho coat proxy model bo chosen, which ia one or 

lE the fundamental questions you would agree that we have 

P before us. 

18 And you also go on in the answer to point out 

19 that before this Commission there are two fundamental 

20 questf.onu or two fundamental iasuee; first, involving tho 

21 construction of the network in such a way that generally 

22 accepted de,ign and placement principles are used: and then 

23 secondly, 'he second set being determination ot investments 

24 that will be required? 

25 A (Witness Kood) Yea. 
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Do we have context there? 

(Witnes~ Wood) Yes, we do. 

tlo\1 let me ask you with respect to point one, 

4 which involves t he construction of this model using 

5 generally accepted design and placement principles. What 

E does it mean -- How do we detecmine what is a generally 

7 accepted design and placement principle? 

8 Is that you, Hr . Pitkin? 

5 A (Witness Wood) No, actually, this section is 

1C entirely mine, Mr. Williams. 

11 0 Okay. I apologize. Mr . Wood, what is a -- How 

12 do we determine what a generally accepted design and 

13 placement principle is? 

14 A (Witness Wood) Well, r think this goes back to 

15 the conversation you and I had on MondHy . And that is 

1E 

17 

18 

15 

2C 

21 

22 

23 

24 

25 

there are ~ number of publications that are available that 

are updated on a regular basis referr ing to not just these 

principles generally but to very specific technologies 

oftentimes in each document. And that's something that 

it's appropriate to have the engineers look at. 

This piece of the testimony is relaled 

apeet!ically to inputs associated with t!.ese engineerin9 

characteristics. 

0 I guess my question is a little different. 

What does it maan to be generally accepted? Generally 
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1112 

1 and there that the publication indicated no one was using 

' it. 

' 0 I thought that's wha t yo11 said earlier. 

4 A (Witness Wood) No, it wa~ ' t what 1 said earlier. 

s 0 All right. Then I misheard you, and I 

E apoloqize. 

7 

8 

9 

lC 

ll 

1! 

lE 

17 

18 

A (Witness Wood) Because something hasn't been 

deployed by incu~ent L&Cs yet, I would not necessarily 

exclude it from this process. 

0 Now early l n your testimony -- this is on page 

14; you may look, if you wish -- you stated or Mr . Pitkin 

stated, and I think we can certainly agree here, that 

issues tl.at do not constitute significant differences 

between t he models should not bo t ho primary focus of this 

proceeding . 

Now would you agree, Hr . Wood, that in selecting 

a cost model, one of the moat important considerations, if 

not the most important consideration, is to got tho costs 

lS rit;~ht? 

2C A (Witness Wood) Absolutely . 

21 

2:0 

2 

24 

2S 

0 And would you al ~ agree that a sit;~nificant 

portion of a ILtC 'a total costs are t hose costa tha t are 

i ncurred in conatructing the loop? 

A (Witnoaa Wood) In -- Well , I would tako tho word 

"const Tucting• out . With the loop plant, absolutely, that 
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l is ~he preponderance of the cost of basic l ocal service, 

2 but it goes beyond const ructing. rt•s obviously the 

3 materials involved and the planning process. 

4 

5 

6 

0 

A 

0 

Usi•ng your correction, I ' m fine. 

(Witness Wood) Yes. 

And vhat percent o! those costs , total -- wha t 

1Ff3 

7 

8 

9 

10 

~ould you CAll 1t -- tot~l pl~nt and service, what percent 

ot those costs are allocated to the loop? 

A (Witness Wood) I'm sorry. You kind of faded o!f 

at the end . 

11 0 I ' m sorry. 1 think you agreed that loop costs 

12 were a significant portion of the overall costs o! a 

13 telephone r.ompany? 

14 A (Witness Wood) They're certainly part o! the --a 

15 significant portion of the forward-looking efficient cost 

16 of providing baaic local service, which is what we're 

17 calculating here. Yea, 1 agree with that. 

18 

19 

zo 

0 Right. And now approximately what percent would 

that be when you say a significant portion7 

A (Witness Wood) I can give you a pretty good 

21 estimate. Looking at DJW-5 where you have loop costs and 

22 then usage costs broken out , depending on the wire center . 

2J Obviounly in high cost wire centers, it will he slightly 

24 higher. In the very low costD , it might bo lower. Aa a 

25 pert of the mix, it could be 80 or 90\. 
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&ighty or ninety percent o! :he cost a are 

(Witness Wood) Of basic local service may be 
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repre sented by the cost on a forward-looking basis o f 

connecting t hose cust omers to the local switch, this local 

bop pl ant . 

0 And you ' re fami l iar with the term "cost dr iver " ? 

A (lfi 'tnesa Wood) Ye~ . 

0 In allocating the cost a that are repr esented by 

the l oop, what are some o! t he mor e significant cost 

drivers? 

(Witness Wood) Okay. Let me be clear, Hr. 

12 Wi lliams, I ' m not allocating any coats , I ' m building on a 

1 ~ bottoms up basis f orward-looking costa. 

14 

15 

l E 

0 Wit~in the 80 to 90\ , what are the big 

components? Mhat ar e the big ticket items? 

A (Witness Wood) Well , the t wo primary cost drivers 

for loop coats are length and line density or the area 

18 served . Obviously, all things equal, a longer loop is more 

lS expensive . And, all things equal , serving a high density 

2C area is less expensive than serving a low density area. 

l:\ Those are the two cost d.rlvers Cor loop plant, 

22 0 Well, let me get a little more dlsaggregated. I~ 

2:l COP?•r a significant portion of the cost? 

24 (Witness Wood) For distribution facilities, yes. 

25 0 All right. Man holes, pole boxes, condultl ore 
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2 

: 

4 

! 

I 

7 any. 

A 

0 

A 

0 

A 

(Witness Wood) For feeder, yes. 

Rights of way; are they big ticket items? 

(Wi tness Wood) Depends; they can be. 

Land and buildings? 

(Witness Wood) For loop plant, very little, if 

8 0 Very low? 

1775 

! A (Witness Wood) Very low, because you really only 

H have If you ware trying to capture some portion of a 

ll central office where you've got loop terminatlon either at 

12 the HDF or, if it's DLC, straight into a DLC, but then 

1: you ' re looking at the floor apace of t:he entire building 

14 repr esented by this equipment and it ' s vary, very smal l. 

1! 

lE 

1~ 

18 

0 

A 

0 

A 

What about labor; is labor a significant cost? 

(Witness Wood) Yes . 

Any other significant coste we should add there? 

(Witness Wood) Well, certainly all tho materials 

1! involved; certainly the labor of both planning, how to put 

2( those in place, and then actually placing them are 

21 important. The atructure3 that you use generally, whether 

• ? 
L • 

2: 
24 

it bo p o loo, whothor it bo conduiL , depending on the 

facility, are also obviously important. 

0 All right. Now could you turn to page 87. I 

2! think this is you, Hr. Wood . 
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A (Wi tness Wood) Yes. 1 

2 0 You were ask~ a question on the top of page 87 : 

' 
4 

7 

8 

! 

1( 

11 

12 

1: 

"Do you agree wi th BellSouth ' s and Sprint ' s appl ication to 

thei r stated cost standards when selecting model i nputs? " 

Do you see that question? 

A (Witness Wood) I do. 

0 And your answer is "Absolutel y not," and you go 

on to articulate t he fal lacy of the BellSouth and Sprint 

positions? 

A (Witness Wood) Yes . 

Q Is t ha t a f ai r character izat ion? 

A 

0 

(Wi tness Wood) It is indeed . 

Okay . And then at the bottom of the page you 

14 indicate that it ' s unnecessary to go beyond o geographic 

1! area apecific cost to a company specific cost unless the 

11 objective is to include costs t hat are currently being 

17 experienced by the incumbent L£Ca that are in excess ot 

18 those that would be experienced by an efficient carrier; 

1! do you see that? 

2( A (Witness Wood) That's correct. 

21 0 And you seem to draw a distinction between an 

22 incumbent L£C and an e!ficient carrier? 

(Witness Wood) I dzaw a potential Jis t inction; 

24 yes, absolutely. 

2! 0 Well, when you say "potential," what do you mean? 
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1 And in that regard, all these input values should 

2 be very specific to the area being served , but you 

3 shouldn't constrain them or tie them back to the books of 

4 account of the company in terms of what's been done in the 

~ past . 

E If you work on making it specific to the area , 

1 then you don't have to worry about a determination of 

8 whether Sprint or any other incumbent companies -- or GTE, 

9 Bell, whoever -- have been declared to ~a as e!ficient as 

10 they can possibly be. 

11 Q All right. Now you drew two distinctions thor e: 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

The difference between where we ought to be and where we 

were. 

All right. Isn't there a third option, ~hich is 

where we are today in terms or cost.s? 

A (Witness Wood) Well, where we are today is the 

exact midpoint between backward looking and !orward 

looking. rc this is a forward-looking methodology, once 

you turn and look forward , whore we are today becomes port 

of where we've been. So looking at your books of account 

today carries forward that historical baggage, and not just 

.z• book& of occount. Fill !octors, h1<~~oric fill tAct.orD, for 

23 example, historic levels of structure sharin~; it carries 

24 forward bagging, not just from the recent poet, oftentimes 

25 from the remote naat, back to very early days o! regulated 
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monopoly rate of r eturn regulation. 

I don't think that is a good starting point for 

what an efficient competitive company would do in the 

fut uro, which is the cost standard that the testimony says 

your company is going to follow, but then tho inputs come 

from the past, not from a projection of the future . That 

is why I thin.lc it's ill advised to start from that earlier 

position and t ry to correct it. 

0 

today? 

A 

0 

Is ~t ill advised to start from where we are 

(Witness Wood) Yea. 

All right. Thank you. 

Is it ill advised to start from what the prices 

are t~at an incumbent LEC is payinq today for a pole or a 

piece of copper? 

A (Wi~neas Wood) To look at that individually, yes, 

it's ill advised it you don ' t also look at what opportunity 

those companies have to purchase those materials for a 

lower price . 

I would net want to start with what you're doing 

today and just assume that that ' s what you ought to be 

doing. That's the distinction. 

0 But you are assuming, are you not, that with 

efficient purchasing practices, tho companies arc what 

they aze paying today ia too high; that they are not using 
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effic~ent purchasing practices? 

A (Witness Wood) I'm actually not assuming one way 

or the other. What I'm ass~g is that we don't know and 

the Commission has not made a determination that what you 

.ue doinQ or have recently been doing is in fact what an 

efficient co~pany should be doing on a QOing-torward 

7 basis. And rather than start w!th that baggage -- And 

8 where you are today ia a funct ion of everywhere you ' ve been 

in the past. RAther than start with that and try t o 

correct it, it seems to me a much more appropriate process , 

11 much cleaner, much mor e straightforward process to start 

12 looking at all o~ the available information about where you 

l ought to be going and s tart from that point. 

14 0 ~ll right. Now you say you ' re not maKing any 

1 assumptions about where wo are going: was that -- Did I 

1 understand you correctly? 

17 A {Witness Wood) No, we are doing that. We're nut 

lC making any assumptions about your current level o! 

1 efficiency, whethe: you are or aren ' t. We're doing t his 

20 process specific to Flor•da, not specific to your past 

?1 operations. 

22 0 How do we go about determining what the costs are 

2 that an efficient carrier would incur? How does one make 

24 that determination? 

25 A (Witness Wood) Well, that's the process both 
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1 sides to this proceeding a.r.• describing, as I understand 

< it. We have to have the model and then we have t o have tho 

inputs. 

0 I understand t hat's the issue . How do you as 

sponsoring the Hatfield Model propose that we go about 

d~to~ning t ho costs that will be incurred by an efficient 

1 carrier? Whose judgment do we look to? 

8 A (Witness Wood) We l l, tha t depends on specifical ly 

5 what you ' re looking at in terms of a model platform or in 

lC terms of inputs specifically . I mean, what we ' re 

11 addressing in this section o! the testimony are inputs 

12 specifically. 

1l 

14 

15 

0 

A 

Q 

All right. Well , then let's do inputs. 

(Witness wood) All righ t . 

Whose judgment does this Commission look to i! 

lE not to look at the costs BellSouth or GTE is paying today; 

17 whose guidance should we be directed? 

18 A (Witness Wood) Well, the Commission should 

lS consider all the information that it has. 

2C Tho pr oblem wi th your question as you ' ve phrased 

21 it , what you're paying today, is that if you go t o your 

22 books o f account to collect that, which is the process 

23 that ' 3 being used, it's not just the pur~hase price that's 

24 being b<·vked ther e . There 's a lot of other costs that m4Y 

25 be being booked into those accounts associated with the 
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l purchase price. 

2 Thia ia no~ a pure quea~ion ot your input going 

3 ~o your contr act with a vendor and pulling it in. If that 

4 

7 
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s 
lC 
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u 
13 

14 
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2C 

21 

22 
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24 

l5 

were the case, it would be a different process. 

Q Please listen t o my question . r did not ask wha t 

we should not be doing. You've already made that clear, 

tna~ we should not be looking at today ' a cost . 

1 am asking what we should be doing. How should 

we be determining the costa that an efficient carrier ls 

incurr ing? Please answer that question. 

A (Witness Wood) All right. For purchasing 

materiel , equipment, and facilities, we should be going to 

lind out what price vendors are offering that in the 

marketplace today . 

Q What price vendors are otferinQ it in the 

marketplace today? 

A (Wi~nesa Wood) That's correct. That will be 

different than your booked costs . 

0 And it Ms. Oaonne Caldwell comes in and tells us 

tha~ the coat ot a pole today is $200; is that a sufficient 

basis upon which to determine what costs an e!!icient 

car~ior would be incurring today? 

A (Witness Wood) It ahe takes lho $200 from a 

purchase contract, you would certainly want to consider 

that. I! she took 1~ from the books of account, which is 
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l where moat ot the inputs .caa~e from in the BellSouth run o! 

2 the model, the answer is no . 

J If she took it from a pur chase contract , you 'd 

4 cer tainl y want to look at that , but the Commission should 

5 a lao look at potential purchase prices being paid by other 

e carriers, be ing offered by other vendors , to see if that is 

1 i n f act the r ight pr ice. 

8 

s 
lC 

11 

12 

l. 

14 

15 

1E 

17 

18 

15 

2C 

21 

22 

23 

24 

25 

0 I see . So she shoul dn ' t be taking this coat from 

the embedded baae, but it ia appropriate to take the coat 

from the price quotations that she is getting today in the 

a~erketplace? 

A (Witness Wood) I would certainly want -- consider 

that ad one of the data points, but i f other informat ion is 

available from other quotes , !rom other vendors, if I were 

looking at making this decision, I would want to consider 

all of those. 

0 Now the Hatfield Model is populated with values 

that are developed ~y tho Hatfield engineering team1 is it 

not? 

A (Witness Wood) Many of them arc , yes. 1 had that 

diecussion with Hr. Carve r . 

0 And those quotations were devol.,ped ' · calling 

around the country and determining wha t was the appropriate 

rna• ·rials and labor costs experienced in different sections 

ot the country? 
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1 A (Witness Wood) In part, that's right. That's 

2 part of the process. 

j 

4 

0 And that exercise was ta~en on by the 

organization generally referred to as the Ho tf~eld 

Engineering Team? 

1784 

A (Witness Wood) Yea, the outside plant engineering 

7 

B 

s 
1C 

team. 

0 

A 

0 

OUtside plant engineering team? 

(Wi tnesa Wood) "los . 

And Hr. Wells is going to be here shortly to tell 

11 how he developed those inputs? 

A (Witness Wood) He is . 

0 Now you would aqree that the costs and the input 

14 values that were developed by the outside plant engineerinq 

1~ team in many instances are lower than the costs that the 

lE ILECs are currently experiencing? 

17 A (Witness Wood ) I don 't know what coats you ' re 

18 currently experiencing. 1 know what costs you have booked, 

1~ which is a lot of that information is in the Georgetown 

2C Consulting Group testimony whore they've imported a lot of 

11 intormntion from tho books of account and tried to transfer 

22 it over into tho Hatfield input screens. But that's not 

23 Aqain, that ia not the comparison tho ~ ouqht to be made . 

24 It's the price quotes. I don't necessarily have access to 

2~ compare to all of your price quotes. 
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0 The compar ison should be made between current 

pur chasing practices, curr ent prices available in the 

market, and the opinions of the Hatfield engineering team? 

A (Witness Wood) That ' s right. And I think, as you 

noted, a lot of those opinions are based on thei r getting 

v~ndor quotes from other vendors . And I think tha t 

collection of data points io what ought to be consider ed. 

0 Right . I understand they got a great deal of 

p r ice data from all over the country and have based their 

opinions on that. 

Hy question is this, sir: To the extent that the 

12 Hatfield expert opinion with respect to certain default 

lj values is different than the costs that a BellSouth or a 

14 GT£ is currently incurring on a present basis --

1~ 

16 

A 

0 

(Witness Wood) Yes. 

-- is it your recommendation to this Commission 

17 that they shoul d reject the coats that tho companies aro 

lE cur r ently experiencing in favor of tho Hatfield expert 

15 opinion? 

2C A (Witness Wood) l think the Commission should look 

21 very carefully at those differences because many times the 

2:1 coat.s you are, experiencing oro a function of your hi:<tory 

23 ur to t his point that would not be parl ot a 

24 forward-l ooking e!ficient economic analysis as Ms . Caldwell 

2~ and as Dr. Stalhr define it in their testimony before they 
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get around to developing i nputs based on books of account. 

Q All right. Thank you. Now could you flip over 

to page 90 ot your testimony? 

A (Witness wood) Yea. 

? The question is as ked do the incumbent LEC 

wi t nesses offer an argument why the use of his t oric and 

embedded information, or i .e . , company- specific 

information, as cost model equivalence is equivalent to the 

objective determination of the coat that would be incurr ed 

by an efficient new entrant. 

(Witness Wood) Yea. 

Q And your answer is yes, and you go on to say, 

"Incredibly, BellSouth witness Caldwell asked the 

Commission to assume that t ho cost model inputs based on 

BellSouth ' s historic r ecords are equal to tho comparable 

input values tor an efficient carrier based on her 

unilateral assessment that the BellSouth network as it 

opera tes today exist as a Model ot ecticioncy." 

A (Witness Wood) Yes. 

0 I know I didn' t road that perfectly, but d id l 

get the gist? 

A (Witness Wood) That is in fact my testimony: yes . 

Q Okay. Now lot's assume thot ::'-u we re correct and 

what Ms. Cal dwell has done is simply to base the costa that 

are expected to be incurred in the future upon the embedded 
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1 bas e , which I believe is what you say she ' s doing? 

i A (Witness Wood) No, sir. I •m saying that she is 

3 basing those forva rd-looking projections on what you're 

4 referring to as current costs that may be reflected in th~ 

S books o f account and maybe come from sources . 

E The only way that that is the correct va lue is 1! 

7 BellSouth is in f act as e f ficient today as it can possibly 

8 eve r be . I don ' t think anybody has ever seriously 

S suggested t hat and certainly no one has ever demonstrated 

10 that. 

ll 0 No, I was trying to ask a little different 

12 question . I'm going to aaaume that you are right here, 

13 okay, and that what SellSouth and others are dotnq is to 

14 actually base future-looking coste, f orward-looking costs , 

15 upon the embedded base; that ' s what you say she's doing 

lE here? 

17 A (Witness Wood) That ' s not exactly-- That ' s why 

18 I'm disagreeing . That's not exactly what I ' m -- 1 mean, 

lS you can assume I'm right; I'm happy for you to do that. 

2C But that's not exactly -- When you then go on to describe 

21 what I ' m saying, that's not exactly what I ' m saying. 

22 0 All right . Now take the hypothetical, whatever 

l3 you ware saying, and assume that BellSouth in this 

2• proceeding, or GTI: in this proceedinq, ..,..,u!d be basing 

25 forward-looking coats upon the embeddod base for the 
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1 components in the l oop . 

2 

3 

4 

5 

6 

7 

8 

A 

0 

A 

(Witness Wood) All right. 

All right? 

(Witness Wood) All right. 

0 And 1 think we've already determined that the big 

cost drivers in the loop ace copper, you indicated be!ore, 

and labor ? 

A (Witness Wood) I think i t's all material and all 

9 labor and ell structure: that's wha t we agreed earlier . 

10 0 And structure . And manholes and pole boxes and 

11 things like that; right? 

12 (Witness Wood) Part and parcel of the whole 

13 process1 yea . 

14 0 Now we also established that these components 

15 make up approximately 80 to 90\ o! total telephone company 

16 costs? 

17 

18 

19 

20 

21 

:!2 

23 

24 

25 

A (Witness Wood) No, air. 

0 No? 

A (Witness Wood) No. We agreed that these cosls 

on a forward-look~ng basis make up perhaps 80 to 90\ of the 

forward-looking coat of basic local service. 

C That's fino. Now with that understanding, cun 

you tell me that labor coats, as to wha t they arc today or 

in the past ten years, are declininq·, 

A (Witness Wood) On a per unit basis, like a labor 
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1 cost per hour, no, they ' re !~creasing. Total labor costs, 

< however, have been decreasing because the total amount oC 

3 labor associated with the new technology, the new 

4 equipment, the new arrangements, automated arrangements 

~ tha t have been set up for network maintenance and operation 

E require many fewer units of labor . 

7 So while you may be paying ten dollars now 

e instead of e1Qht dollars in the past , your total labor 

S bill, because you're buying so many fewer units , or should 

lC be, will be lower. 

11 0 Ill your t otal labor bill t o put in a pole in the 

12 Qround go inQ to decrease? 

1. 
14 

1~ 

lE 

17 

18 

lS 

2C 

21 

A (Witness Wood) Depending on the tech-

Actually, yes; absolutely. I have direct experience with 

that. The old method o f pole placement la two guys and a 

post hole digger . The new method o! pole placement is 

actually a truck with a larga auger that drills a hole and 

then you place the pole . Tl t process takes a much lower 

total ti.me than digging t he hole manually. 

0 When ia the last time BollSouth vr GTE or Sprint 

used anything other than a truck, as you just described, to 

22 dis a hole in tho otato o( Florida? 

23 A (Whneas Wood) I have no ide•. . It's been a 

24 while . 

25 0 It has been a while1 haon"t It? 
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(Witness Wood) Yes, it has. 1 

2 

A 

0 So wouldn 't the books in the ~ccount indicate the 

: costs are lower becau~e we've been using more efficient 

4 technology for the past ten or fifteen years? 

! 

I 

7 

A 

0 

A 

(Witness Wood) Well , tor the pole . 

At least to dig a hole? 

(Witness Wood) Yes . The pole was your example. 

9 My examplee were digital awitchin~, for example: loop 

! carrier systems, for example; centralized maintenance ar , 

1( recording, !or example -- That ' s a very large labor item 

ll that has gone down substantially because ot automated 

12 centralized systems. 

13 You need a lot fewer people to operate and 

14 maintain your network today than you did in the fairly very 

1! recent past. That 1a something that ha6 changed in the 

11 recent past. Your books are still going to ref lect the 

17 much higher labor costs associated with doing that. 

19 0 For digital equipment and switching, yes. I'm 

1! talking about the cost to actually run a trench: have they 

2C gone down signific~ntly in the past ten years? 

2l A (Witness Wood) Trenching, yes; absolutely. 

' ' Trench placement techniques have changed. Plowing 

2, techniques have been introduced that actually let you put 

24 cable in the ground directly without having t o open a 

2! trench and then !ill it back over. It ' s a plow blade; the 
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cable goes through it; it's placed1 restored; you move on; 

you can barely even see the line through the grass. All o! 

t hose a r e now techniques ; all of those are far more 

efficient than the old t echniques . And they will all lower 

your t otal labor bill. 

0 Exactly my point. And those ~dchniques have been 

practiced for at l~ast ten years in the state o! florida by 

GTE, Sprint, and BellSouth ; have they not? 

A (Witness Wood) These newest techniques , no. Some 

of these are quite now. Dual sheath plowing is new, I 

thin~, within the last year or eighteen months, two years 

maybe. 

0 I see. And now are you expecting those costs to 

go down further in the future? 

A (Witness Wood) I certainly expect that thos~ 

efforts would continue, yes . And to the extent that some 

of these coste are the highest and haven't been improved 

upon, that's the most incentive to find a new methodology; 

yea . 

0 What about copper costs1 do you expect those to 

go down in the !uture? 

A (Witness Wood) Again, same answer: On a per foot 

basis, no, I expect them to increase, but the new 

utilization o( carrier systems which allow far more lines 

to be provided on a single strand or few strands o! copper 
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t make the per l ine costs go down. Su when you're looking at 

2 raw material costa for copper and labor, that's moving up; 

1 your costa on the relevant per unit basis are t rending down 

4 for each one of those, all of these things. 

5 There is no reason to assume that technical 

E innovation in this industry is going to come to a dead halt 

7 tomorrow. I don't think that ' s going to be the case. 

8 0 We have been experiencing, though, technical 

S innovation for a number of years; have we not? 

lC A (Witness Wood) We have, and it continues. 

11 

12 

1:3 

14 

15 

lE 

17 

lS 

15 

20 

2 ' 

2~ 

23 

0 And we can expect to see the fruits of the 

technical innovation already on our books in account; can 

we not? 

A (Witness Wood) For some of the very earliest 

innovations you will see some of those. For some that have 

been implemented in the most recent past, ynu will see none 

of it. And for the ones in between, you ~ill see some of 

it . 

Q And with respect -- Assuming that we are using 

current coats to determine forward-looking costs , in terms 

of copper, in terms of labor, etcetera, we're not going to 

see much decrease in the futuro; are wo? 

(Witness Wood) I! you're operatinc; at all 

24 efficiently, you would certainly ace d~creaaes in all of 

25 those ~tegories for the reasons I just described to you . 
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1 All possible efficiencies have not been reflected in your 

2 currant books . And, in fact, all existing technology 

3 efficiencies aren't reflec t ed and the impact of those . 

4 

5 

6 

7 

0 But th<ly are --

A (Witness Wood) This centralized network 

maintenance, for example , is just being implemented . 

You ' re just going through the process of decreasing your 

8 staff f or network maintenance. And, in fact, those are 

9 

10 

11 

12 

13 

14 

15 

lE 

18 

H 

20 

21 

22 

systems that have been paid for in the last couple of 

years. We're probably going to S l! " · he Cruits of that in 

the futuro, in tho next few years that we don't see yet . 

And, again, that's not trivial; that's a big 

ticket item. There's a lot of labor coats there. 

0 You have revie wed the input values of the 

Hatfield engineering team? 

A (llitnose Wood ) I have. 

0 And do •you endorse those? 

A (llitnosa Wood) It's not my position to endorse or 

not to endorse those. I have talked to those individuals. 

I ' m very comfortable based on the task performed and the 

background of tho folks that did it w!tl. the inputs, but 

it ' s no~ my toak hero to validate or not validate those 

23 inputs. That's Hr. Walla. 

24 

25 

0 Aa e methodological matt ~r. though, it is your 

belief that the input values obtained by the Hatfield 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 



j, 794 

l 3ngineering team are superior and more efficient and more 

2 forward looking than tho cost s that have been developed by 

J t:he other !)4rties in this proceeding? 

4 

5 

E 

7 

8 

A (Mitnese Mood) Absolutely. 

Q Good. Now you appeared on behalf o! AT•T in the 

South Carolina universal service proceeding; did you not? 

A 

0 

(Mitneaa Wood! Yes , 1 did. 

And your testimony was similar to what: it ia in 

5 this proceeding; is it not? 

10 

11 0 

(Witneaa Wood) It certainly bettor be; yes, sir. 

And you're aware in that: proceeding that the 

12 Commieaion, the South Caroline Public Utility Commission, 

13 expreaaed serious doubt about the independence of the 

14 Hatfield outai~ plant input team; are you not? 

15 

lE 

17 

18 

l9 

20 

21 

22 

23 

24 

25 

A 

Q 

A 

(Witness Moodl I saw thai: in the order, yes. 

That does not concern you, I take it? 

(Witnoas Wood) No, it does not because I am very 

comfortable with the independence of tho outaido plant 

engineering team. 

0 Well, if you are -- Are you aware ot tho 

circumstances under which the engineering team was retained 

by AT'T and HCI and Hat!ield Assoeiates ? 

A (Witnoea Wood) I'm not sure what you mean "tho 

circumstencea. ~ 

0 Well, let me try this. Are you aware that tha 
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1 leader of that Hatfield engineerinJ team, who is John 

~ Donovan - - He's known to you; is he not? 

:3 

4 

5 

E 

7 

8 

s 
lC 

A (Witneas Wood) He ia. And he is the leader . 

He ' s a former NYN£X employee. 

0 Hr. Donovan was hired by Hatfiel d and AT'T and 

MCI after he was interviewed by those organizations and was 

asked a number of questions regarding his opinion of the 

coat of various component• of the outside plant network; 

waa ho not? 

A (Witness Wood) I don't know specifically what 

ll interview process. I certainly hope they interviewed him 

12 before they hired him, but I don't know --

13 0 '!'hey did interview him. 

14 A (Witness Wood) But I do not know the details o! 

15 that process. 

1E 

17 

u 
15 

-z• 

0 Old you know that before they hired him they 

asked his opinion about the level ot coats of various 

outside plant co=ponents? 

A (Witness Wood) I would certainl y think they would 

want to know that to VAlidate his expertise. 

0 Thank you. 

22 Now we talked before abou~ tho affor~" of tha 

2:3 Hatfield angineering team to obtain data on wh ~ch to base 

24 their expert opinion; do you recall that riiacusaion? 

A (Witness Wood) Yea. 
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1 

2 

3 

4 

5 

E 

0 And you' re aware that some of the data t hat they 

collected was inconsistent with thei r subsequent opinions 

on default values; are you not? 

A (Wi tness Wood) I don't know wha t you mean by 

inconsistent. 

Q Higher than . 

7 A (Witness Wood) Well , certainly; they got a range 

8 of quotes . And they didn't pick the highest one. I don't 

9 think you have -- I don ' t know how you design an efficient 

lC network wi~h going with the highest bidder . 

1l 0 Well, in fact , you are aware t hat in coming u~ 

12 with average prices to be used, as they started out, try to 

13 collect, that they excluded the more expensive vendor 

14 prices that thoy received in their survey? 

15 A (WitMss Wood) Again, all 1 can tell you about 

lE tho process is t hat they collected some quotes . And I 

17 cer~ainly would not expect them to go with the high bidder 

18 as reflective of an efficient proc~ss . No one would stay 

19 in business very long i f they did that. 

2C 0 Mr. Wood, would you agree, subject to check, that 

21 the h~shington Public Utility Commission found tha t the 

22 method used to collect doto from the vendors by tho 

23 Hatfi,ld engineering team was flawed? 

24 A (Wi tness Wood) I would want to see the context of 

25 the statement. I'm not familiar with t hat part o! the 
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1 Walhin;ton ~rder. 

2 0 And would you agree, subject to check, that --

Have you seen that decision, by the way? 

4 A (Witness Wood) If we're talking about the same 

decision, then yes, I have. 

0 Well, then do you recall --

7 A (Witneu Wood) There have been a number of 

8 Hatfield Model-related decisions out of tho Washington 

Utilities Commission. 

0 Would you agr ee, subject to check, if you've 

11 looked at that decision, that the washington Public Utility 

12 Commission found that the outside plant data collected from 

1 the vendors doea not provide sufficient validation for the 

14 opinion of their experts? 

15 

1 not 

A (Witness Wood) I just simply don't know. I have 

If that ' s the same order , I haven't seen that 

17 section. 

19 0 I'm sorry. I thought you had. 

1 I want to ask you &bout the regional labor 

l adjustment factor. 

2 

23 

24 

A (Witness wood) YAs. 

0 

A 

0 

Is that you? 

(Mitneee Wood) Yes. 

Okey. And, ae I understand, .t t is 68\ hero in 

2 Florida? 

C & N REPORTERS TALLAHASSEE, fLORIDA 850- 926-2020 



1796 

A (Witness Wood) That's correct . 1 

2 

3 

4 

5 

E 

Q So what happened -- And the benchmark, I ta ke it , 

is of 100\ is New York? 

A (Witness Wood) That' s correct . There were -- Tho 

initial estimates that had been worked through by Mr. 

Donovan end Hr. Riolo had been based on New York data 

7 coats. We have a national labor coat benchmark from the 

8 R.S. Mea.na publication, which is used standard throughout 

S the industry. r certainly used doing cost studies at 

1C BollSouth . 

11 And it provides t hese fact ors normalized on :he 

12 national average. In other words, the national average is 

13 one; a traction below that would be a lower than average 

14 coat . A number higher than one would be a higher than 

15 average. 

1E we simply normalized them on tho New York value , 

17 which was slightly higher than one, in order to make that 

18 consist ent with the bidding information and the 

l S construction information based on Mr. Donovan and 

2C Mr. Riolo's experience. 

2' So this !.a juat a mathematical adjustment of the 

22 R.S. Means data. There is no additional adjustment beyond 

:d that . 

24 Q So I think wha e you aaid is tho tnformotion 

25 collected by Hr. -- Was it Donovan? 
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1 A 

2 0 

(Witneaa Wood) Yea. 

And Hr. Riolo? 

1799 

3 A (Witness Wood) Yes. Both of those individuals in 

4 their careers had direct responsibility for plannin9 

S network desi9n and then 90in9 out, receivin9 contractor 

E bids, •nd ectUilly qoin9 through the constr uction process . 

1 To rely on that experience with New York labor costa, we 

8 wanted to normalize the process to adjust !rom that base. 

9 But it ' s simply a mathematical adjus tment to R.S. Moans. 

1( We didn 't assume or adjust onylhinq t o the published data 

11 other than t o nor.alize it. 

0 I understand. I understand. The mathematical 

1• adjustment from 1.0 t o 68\ her o in Florida vas aimply a 

14 mathematical adjustment? 

15 A (lfitnou Wood) That's corr ect: . 

lE 0 But you started with New York prices, and that 

17 was or New Yor k costa? 

18 A (Witness Wood) Labor costs . 

19 0 Labor costa: yes. 

?~ A (Wi tneaa wood) Yoe. 

~· 0 And those were the ones that were acquired by 

22 ?iolo and O~novan and Facet by the enqineerinq team? 

22 A (Witneaa Wood) That's r iqht. Over ~oreor 

24 spannlnq 30-plua yeers I think t or each or.e ot them. 

25 0 So all ot the labor components then in the 
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l 

2 

3 

4 

5 

E 

., 
8 

9 

10 

11 

12 

13 

14 

15 

lE 

11 

Hatfie ld model, the default valuus that include labor 

ra tes, are labor rates baaed upon New York? 

1800 

A (Witness Wood) No, they ' re labor rates based on 

Flor i da. 

0 

A 

0 

I understand . 

(Witness Wood) From R.S . Moans. 

But that ' s because you have applied the 68\ 

adjustment? 

A (Witness Wood) llo , that ' s not quite right. When 

you place a cable and you develop an E, F, ' 1 investment, 

you have a ma terial component and you have a labor 

component. 

0 I'm just talking about the labor component . 

A (Witneu Wood) RiQht, but they are part and 

parcel of the same investment. 

0 Understood. 

A (Witness Wood) Hr . Donovan end Mr. -- Well, a 

18 number of those individuals, including Mr. Donovan, had 

19 experience pur chasing and placing those materials. And 

'~ what they relied on was their experience in tho portion of 

'1 the total investment represented by material and the 

22 ~rtion represented by labor. That was their relevant 

23 experience;. And that would apply universally. That's not 

24 unique to any one state . But the numbers associated Jith 

25 that ware specific New York labor. That was why there 1s a 
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1 renormalization or the process to get Florida-specific 

2 labor. But this factor is for Florida-specific labor a n 

3 published by R.S. Means. 

0 Yes, I understand that. So the labor numbers 

1801 

S associated with each of these tasks was based upon New York 

6 labor rates? 

1 A (Witness Wood) The division of material and labor 

8 in tne E, r, ' 1 i nvestment is based on that New York 

9 experience. The labor rates are Florida. 

10 0 The labor rates are Florida because you have i n 

11 this proceeding provided the 68 adjustment? 

12 

13 

A 

0 

(Witness Wood) Adjustment to that. That's r ight . 

So, for example, just to make sure everybody 

14 understands, when we see in the Hatfield Input Portfolio 

15 Summbry binder a labor cost for puttin9 in a polo, to stay 

16 with that example, and it's $200, that $200 is based upon a 

17 New York labor rate? 

18 11 (Witness wood) It is based on the mix of material 

19 and labor from Mr. Donovan and the other members' 

20 experience in New York, but then tho labor rate itself is 

21 not New York; it's Florida. 

22 0 I aae. The amount o! labor required would be 

23 based upon a New York analysis? 

24 A (Witness Wood) Tho mixture o! IAatorlal costs snd 

25 labor aa part of this total capitalized lnvostmont , which 
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1 includes both, is trom that experience; that's right. 

2 0 And so the entire assumption of the Hatfield 

3 t:odel with respect to labor is to apply an adjustment 

4 factor to, and use the mix benchmark against New York 

5 rates; is that right ? 

E A (Witness Wood) I'm not sure how else to answer 

7 this, Hr . Williams. l thought I tried . It's the mixture 

8 ot the two investments , o! the two portions ot this 

9 investment that is from the New York experience. 

10 If it were !rom national sveraqe experience, you 

11 would still see a factor applied in rlorida from R.S. Means 

12 because labor rates var~ across the country. That's what 

1 j we're trying to capture here and that ' s why we use that 

14 data. 

15 The New York experience simply means that wo 

1E normalized that data baaed on a different benchmark of one 

17 than the national average. There is no other -- There is 

16 no New York residual beyond that. It'a tho published 

19 rlorida labor rates that we used. 

20 0 so, for e~amplo, with respect co aerial drop 

21 placement -- I'm just looking at the HIPS binder here, when 

22 we aee direct loaded labor race o! $35 

2~ page 1G, which is the Section 2. 2.2 --

:!4 A (Witness Wood) Yes. 

I'm l ooking at 

25 0 When we aeo the $35 figure there, that is o labor 
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1 rate f r om tlew York? 

2 A (Witness Wood) That ' s actually a contract rate ; 

3 that ' s r ight . 

4 0 Al l r ight . And then up at the top of the page , 

S when we see a drop placement aerial and buried per foot, 

E bur i ed per foot of 60 cents per foot, that ' s a Hew York 

7 rate? 

8 A (Wi t ness Wood) Well, not qui te . It is that 

9 por tion f rom New Yor k based on the split out of the 

10 material and the labor . That ' s why we apply the Florida 

11 

12 

lJ 

14 

15 

lE 

17 

18 

19 

2C 

f actor to make it the !"lorida labor ''oat. 

0 I mlsspoke. The labor portion of that 60 cent 

per foot is from New York? 

A ;witness Wood) The contract amount is, yes. 

That ' s why we changed this val ue and why this labor 

adjustment factor flows through to all of theae variables 

so t hat we use Florida specific labor . 

0 I understand that you have adjusted it 68\. I'm 

just trying to get the starting point. 

A (Witness Wood) That's right. I thought we had 

21 agreed on that . 

. '2 'J That 'a right. l think we do. 

23 And then, just t o complete this page 11 , when 

24 we ' ro talking about the installed mid, th~ labor tor ~he 

25 installed mid , do you see that, basic labor, $157 
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A (Witness Wood) Yes. 

0 That, too, would be a New York based labor 

:l component? 

4 (Witness Wood} Well, it has to be, even if the 

~ original experience isn't New York, in order to use the 

E same labor adjustment factor, we normalize these to that 

1 level and then apply the aame factor to each one. 

1804 

8 We didn't have to do it that way. We could have 

~ taken a lot of these that have nothing to do with New York, 

lC applied a national average labor and had two separate labor 

11 fbctors going on in the model, but that doesn't seem to be 

1• the easiest way to use or build this thing. 

u 
14 

1~ 

lE 

17 

0 And it is your understanding that we have 

normalized to New York because all ot tne materlal., all of 

the price vendor quotes, et cetera , was linked to New York? 

A (Witness Wood) No. Absolutely not. Theta io 

none of the material vendor quotes are related to New York 

18 specifically. Some of the mixture of material an~ labor as 

lS components of &, F, & I investment were in order to apply 

2C the same set of factors throughout; tho others were 

2 normalized on that basis so we wouldn't have multiple 

22 factor~ going on in the model. 

23 But that in no way .iropliea that anything beyond 

24 the labor assessment comes !rom New York. hnd it in no way 

2~ should imply that all of the labor assessments have 

C & N REPORTERS TALLAHASSEE, FLORIDA 850-926-2020 



1805 

1 anything remotely to do with New rork. 

2 

3 

~ 

5 

6 

7 

8 

9 

lC 

11 

12 

13 

Q I am talking only about lab~r. Are you aware of 

the fact that Mr. Facet, Hr. Riolo, and Me. Donovan 

conducted a national survey in order -- and obtained labor 

costs from all over the country and not just r<ew York? 

A (Witness Wood) Yes; that was just my point. 

Q Ri ght. Now let me ask you a fi,lal question, sir, 

about the network operations expense. 

A (Witness Wood) Yes . 

Q Is that something I can direc~ to you? 

A 

0 

A 

(Witness Wood) Yes, you can . 

What is it, f irst of all? 

(Witness Wood) These are the costs aasociate1 

14 with several different Aru~IS accounts related to the 

15 operation of network facilities. 

lE Q What are the components of network operations? 

17 A (Witness Wood) I've got Hold on. Tl e re is an 

18 appendix to the !!at field Inputs Portfolio . It's Appendix 

15 0 , that lists the accounts that a r e involved. It's 6512, 

20 

21 

22 

2J 

24 

2! 

network provisioning; 6531, power: 6532. network 

administration; 6534, plant operation administ r ation; and 

6535, engineering. 

Q Now the network operations expense has gone 

t hrough aome changes since Hatfield 2.2.1: has it not? 

A (Witness Wood) Yea, it hae 
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1 Q All right. By the way, do you have the testimony 

of Dr . Tardiff in front of you? 

A (Witness Wood) I don't. 

HR. WILLIAMS: Youx Honor, I'm going to be 

referring to an Attachment 3 to Hr. Tardiff ' s testimony, 

page 194 of his testimony. The attachment is No. 3. It is 

7 page 194 of 347. 

8 CHAIRMAN JOHNSON: Is that something to be -­

HR. WILL!AHS: I'm just going to be referrinq to 

1 an attachment on this network operations expense, which was 

11 ap~nded to Or. Tardiff's testimony. He is one of GTE's 

12 witnesses. We wanted to make sure this was in the record. 

1 CHAIRMAN JOHNSON: Okay. 

14 BY HR. WILLIAHS (Continuing) : 

1 0 And 1 want to ask Hr. Wood or Pitkin -- Who is 

1 the network operations? 

19 

2 

nl 
2 

2 

24 

2 

11 (Witness woodl I am. 

Q You are. Okay . Have you had a chance to look at 

A (Witness Wood) 1 have. 

0 Have you sean this document before? 

A (Witneaa Wood) 1 hllve. 

Q I ' m aorry1 you have? 

A (Witnen Wood) I have. 

0 All right. Thie h a white paper written by an 
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1 individual named Paul Hansen, who is an AT'T employee: is 

2 that right? 

: 1\ (Witnell Wood) He is. 

4 0 And Mr . Hans~n haa discussed a problem relating 

! to the network operations expense in the Hatfield Model and 

I the justification for that expenao !actor1 is that correct? 

7 1\ (Witneaa Wood) That'll the way his paper is 

8 organized. Let me be very clear. This was not the model 

~ developers' problems or any of our problema. This was 

lC Mr. Hansen ' s problem. 

ll In other words, he waa not involved vlth the 

12 development of thia value. The value had been developed. 

1: He vae assigned a task to go and collect the basis that we 

14 had used to ~o that. He glorified that a little bit in 

1! terma ot a white paper, but he could have just called us 

U and told us. 

17 But he vas Charged with pulling some information 

18 together from the various people involved in the process, 

1! actually including me. Some of what's in here, he called 

2( me and I gave to him over the phone. It's tho same 

21 information that's in Appendix D to the Inputs Portfolio. 

22 But this was not o case of Mr. Ho1nsen trying to 

2' develop this factor. This factor had -- Hr. Han~en had 

24 nothing to do with that proceaa. 

2! 0 Who aaaiqned him thia task of doing whatever he 
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1 was supposed to do? 

A (Witneaa Wood) 1 don't know. I expect it may 

' have been Mike Leeher. 

1 

8 

! 

1( 

11 

1< 

0 Excuse me? 

A (Witnesa Wood) Hike Leaher may have been the 

peraon who did that. That is either his direct boas or lWO 

layers of management above him at AT,T. 

c 
A 

0 

Well, could you tell us -- Oh, at AT&T? 

(Mitneae Wood) Yes. 

Somebody at AT'T directed Hr. Hansen to wri te 

this paper? 

A (Witness Wood) No. No . That's why I want to be 

1' very clear. 

14 We developed - - Ther e had been ongoing eff orts to 

15 develop the proper factor. And the reasons behind the 

11 development th 1k are beat sumrr~rized in Appendix D !or 

11 the Inputs Portf olio . That'a why it 's there . 

18 Young Hr. Hansen was actually assigned the job of 

19 pulling toge t her all t he relevant lnformation so that we 

20 could write t his up in a wa y that would make the 

21 information available when we t iled the model . He, as I 

22 sa i d, appareutly glorified that a little bit and c reated 

2" wha t he caJ.h a white paper . 

24 But wha t he'a deac ribinq is hie e~per1ence and 

2~ his task of pulling the infor mation together, not the 
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2 

3 

~ 

5 
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process at all that we used to develop the factor. 

0 Mr. Hansen i ndicates in this that initially the 

Hatfield Model uaod a network operations !actor of 70\, and 

that was in verslon 2.2.2; is that right? 

A (Witness Wood) And that statement in here is 

E corrl!lct. 

7 

s 

5 

H 

ll 

1:! 

1, 

14 

15 

lE 

17 

18 

lS 

7C 

21 

0 

A 

0 

Right. 

(Witness Wood) He was right about that . 

And by using a 70\ network operation !actor, that 

means that what tho Hatfield model did waa to reduce all 

network operations expenses, as you have defined them here, 

by 70' 

A 

0 

excuse mo -- by 30\? 

(Witnesa Wood) In total , yes. 

In total? 

A (Witneas Wood) That does not suggest -- And there 

has been somt! confusion about this apparently. It doesn't 

suggest that each category and account would be reduced by 

the same amount. 

0 Did I suggest that? 1 didn't sugge5t that; did 

I? 

A (Witness wood) It's been suggested in other 

22 proceedings. 1 just don't wan t to have any confusion. 

23 It's the total amount. 

24 

25 

0 

A 

No, thet's not the issue right now. 

(Witnc•• Wood) All right. 
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1 0 Okay. And then what happened was Hatfield 3.1 

2 is released end the network operations factor is reduced to 

• 50\? 

4 A (Witness Wood) For the r easons described here, 

~ yes. 

E 0 And the basis for the reduction and the basis 

7 upon which AT'T and HCI supported the SO\ reduction was 

8 certain t~stimony that was given by Richard Scholl in a 

S California PUC proceeding? 

10 

11 

12 

13 

14 

1~ 

A 

0 

A 

0 

A 

0 

(Witness Wood) No. That was never the case. 

Well, that was the basis, was lt not, of the 

(Witness Wood) No. 

Are you ~ure about that? 

(Witness Wood) Positive about that. 

(Witness Wood) Hr. Scholl originally had some 

70\? 

lE testimony consistent with the value we had developed. We 

17 cited to that testimony as supporting evidence. Mr. Scholl 

18 later recanted that testimony and we stopped referring to 

15 it as supporting evidence, but at no time has it been the 

20 basis for the decision. 

21 The basis of the decision is looking at the 

22 various ,,ub accounts, likely trends in tt "e sub accovnts, 

23 some double counting that occurs in the expenses, some 

24 expenses that are already being recovered through 

2~ nonrecurring rates that we would double count 1! we 
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included them he r e. There's quite a few things. 1 

2 

: 
4 

! 

I 

Or. Scholl had-- I ' m sorry . Mr. Scholl had 

testimony that support ed the amount and we cited to that. 

He recanted it. We stopped citing to it . 

0 You have cited to Mr. Scholl's testimony as a 

basis tor the reduction in netwo r k operations; haven ' t you? 

7 A (Witness Wood) No; as support for. 

8 0 As support for it, you have ctted to his 

! testimony? 

lC A (Witness Wood) Yes. That is not the basis, but 

11 at the time be gave the testimony it was supporting 

12 

1: 

information . 

0 All right. And then subsequent PaciCic Bell 

14 provided a declaration by Hr. Scholl in which he asserted 

15 that the characterization of his testimony by Hatfield was 

lE a misrepresentation1 isn't that correct? 

17 A (Witness Wood) Yea. I ' ve reod his original 

18 testimony. I think Mr. Scholl just changed his mind, but 1 

1! guess it's his prerogative to do that. 

::0 0 Regardless of whether he changed his mlnd or he 

21 felt he was misrepresented, he wrote to the fCC and stated 

22 t~at his view was beino misrepresented: correct? 

2: A (Mitneaa Wood) And we at that point .; t opped 

24 citing his testimony. 

2~ 0 Right. ,1\nd a leo at that time Mr. Hansen was 
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1 charged with the assignment of finding support for t:he 50\ 

2 NOE factor other than the testimony of Mr. Scholl; isn't 

3 that riqht? 

A (Witness Wood) No. Mr . Hansen was only charged 

5 with the development of the factor having been completed 

E going to the various people involved, collecting the 

I information so we could write it up in Appendix D, which is 

8 whet we did. 

9 0 Well, Mr. Hansen in his whit:e pnper describes the 

10 problem faced by Hatfield in which --

11 A (Witness Wood) No; it woo a problem faced by 

12 Hr. Haru~en . 

13 

14 
0 

A 

All right. 

(Witness Wood) Not the problem faced by the model 

15 developers or any of the developers of the inputs. This 

lE was his assignment and this was his problem and his 

17 solution. This was not our problem and our solution. We 

18 already knew the answer. lt'a what's in Appendix D. It 

15 was just information; bits and pieces of it wore with a lot 

20 of different paople and somebody needed to go put it all in 

21 one place so we could write this up. 

22 

l!, 

24 

25 

0 Al.l rJ..9ht. 

boar with me. 

We're ~Lmoac done, Hr. Wood; juot 

A (Witness Wood) No problem. 

0 There is a problem, and r ~ant you to read the 
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l problem here. 

" On Page l of the white paper there ia a statement 

3 ot o problem. And could you read the f irst sentence of 

4 that and read any more 1! you want , but just please reod 

S into the record the first sentence , under the word 

6 •problem. • 

1 A (Wi tness Wood) "Pacific Bell provided a 

8 declaration by Hr. Scholl in the California Public 

S Utilities Commission proceeding R93-04 -003" -- I can ' t tell 

10 if it's an i or an 1 -- "9304002, Appendix 8 , poge 1 , in 

ll which he asserts that Hatfield's characterization of his 

12 testimony is a misrepresentation ." 

13 0 All r ight . And then on the next page, 

14 Hr. Hanaen hoe a section entitled "Solution;" does he nol? 

15 

lE 

A 

0 

(Witness Wood) Yea . 

And could you read tho first 5entence of that 

11 section? 

18 

19 

20 

A "Find support for the 50\ NO& !actor other than 

testimony of Richard L. Scholl." 

0 Now, last question, air : As an economist, or one 

21 who studies economics, do you consider it appropriate to 

' 2 first arrive a t an assumption 4nd then develop support for 

2J that as~u=ption? 

24 A (!fitness Wood) No . lind that ' o n•· the process 

25 that was followed here. 
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1 0 Thank you. 

A (Witness Wood) Hr Hansen ' s finding of the 2 

3 

4 

information, including, in part, calling me because I gave 

him my notea. 

5 HR. WILLIAMS : I have nothing further . Thanl: you 

6 very much. 

7 

8 

9 

Pass the wi lness. 

CHAIRMAN JOHNSON: BellSout h. 

HR. MlLLlAHS: Or witnesses , I should say. 

10 MR. CARVER: Thank you, Madam Chairman . 

11 CROSS-EX/UHNIITION 

12 BY HR. CARVER: 

13 

14 

15 

16 

17 

Q 

A 

II 

Q 

Good afternoon, Misters Wood and Pitkin. 

(Witness Pitkin) Good a!ternoun . 

(Witness Wood) Good afternoon, Hr. Carver. 

Hy name ia Phi l Carver . I represent BellSouth. 

The first question I have I would lil:e to direct 

18 to Hr. Wood because it's a follow-up . I'd just like to osk 

19 

20 

21 

~2 

tor a clarification of something you said a little bit 

earlier. 

11 (Witness Mood) Yea, sir. 

0 I believe in response to one of the questions 

ZJ early in the examination by Hr. Wi lliams, ,ou said that in 

24 Nevada the Commission had considered earlier versions o! 

25 both BCPH and Hatfieldl is that correct ? 
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2 

3 

(Witness Wood) Yea. 

0 And which version of Hatfield was being 

considered? 

4 A (Witness W~J I do not recall the specific 

1815 

S version. lt's on -- It's part of what's on the rcc website 

E in teLms of the Nevada recommendation, but I don't remember 

7 offhand the exact vintage of the proceedings or which 

8 version would have applied. 

9 

10 

11 

12 

0 

A 

0 

A 

ConJ.d it have been 4 . 0? 

(Witness Wood) I t could have been. 

It definitely waan't 5.0? 

(Wi tness Wood) It certainly was not this current 

13 version of 5.0; no. 

14 0 Okay. It might have been a earlier version of 

15 !>.0? 

lE A (Witness Wood) My recollection of the timing of 

17 the Nevada proceeding is that that ' s unlikely. I don ' t 

18 think it was ready then, but I don't know for sure. But it 

19 

20 

21 

wasn't this currant version of either of these models . 

0 So it was probably 4.0 or earlier then7 

A (Witness Wood) Again, that's ~Y best guess, but 

22 I'd be glad to look that up Cor you. It's on the website. 

23 

24 

25 

Q 

0 

Now 4.0 did not utilize geocoding1 did it? 

(Witness Wood) That's right. 

So the model, the version of the Hatfield model, 
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1 wh~ohever one it was before the Nevada Co~M~ission , would 

2 no t havo used qeocodinq to l ocate customer locations; 

: correct? 

4 A (Witness Wood) We l l , that ' s what I don't know. 

! I t may have been an earlier version t hat did include 

I qeocodinq, an ear lier version of release 5 . 1 just simply 

1 don't know without looking . 

8 0 Okay. To the extent you don't know then , is it 

! f11ir t o say that when you put this in your testimony to 

1( quote Nevada, you were not r epresenting that as being an 

11 endor sement of the oeocoding process; is that a fair 

12 assump-:ion? 

1: A (Witness Wood) That ' s t air. And let me be very 

14 clea r. None of the pr evious proceedings lead.lng up to this 

1! one that resulted in a recommendation of either model is an 

11 exact endorsement of what ' s beinq presented here because 

17 these ere ell updates o! previous versions. So none of 

18 what 's happened in the past that resulted in an endorsement 

lS of BCPM or lletfield ill exactly tho same as the quost:ion 

21 be!ore the Commission here. 

21 0 Okay. ln the testimony, the rebuttal testimony, 

~2 noverthelesa, there are many citations to opinions from 

23 ~thor Commissions; you would agree with that? 

24 A (Witness Wood) There ara eaveral: yes. 

2! 0 Okay. And I want to ask about two of them, 
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1 specifically the citations to Kentucky and to Louisiana. 

~ tlow are you the person who should address t hat or 

l would that be Mr. Pitkin? 

4 

! 

E 

7 

E 

! 

1( 

11 

12 

0 (Witness Wood) That would be me. 

0 Ok5y. Let's focus on Louisiana first of all. 

Although Louisiana adopted Hatfield as a platform, it 

rejected moat of the Hatfield inputs: isn 't that true? 

A (Witness Wood) No . It decided to modify a 

handful of Hatfield inputs. 

0 Okay. 

11 

0 

(Witness Wood) I ' ve 90t the order ri9ht here. 

Okay. In terms of the aignifJcant -- Those 

1: handful that were modified-- And I'm just accepting your 

14 characterization for purposes of the question. I don •t 

1! necessarily agree it waa a handful. We 'll get to that 

lE 

17 

18 

1! 

2( 

21 

2< 

later. 

But as to the ones that were modified, those were 

all significant coat drivers; were they not7 

A (Witness Wood) Some were; some weren't. And some 

had an impact on costs. Some were far less signiticont. 

There was a range. 

0 Well, I have a number of questions about the 

23 particulclr inputs that were modified . And yon tell me how 

24 ~o proceed. These are engineering inputs , but my questions 

2! ftre keyc.d to t.he Louieiana order. 
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A (Witness Wood) Okay . I have the order if you 

wont to r efer me t o it , I ' ll be glad--

Q I was juot going to ask, since they're input 

4 questions that relate to that order that 's cited in your 

! testimony, should I direct t hat to you or to Hr . Pit kin o r 

E to Hr . wells later? 

7 II (Wi t ness Wood) I believe the answer is to me . If 

8 you have a apecifir. engineering problem, 1'11 let you know 

S ~nd I will suggest Mr . Wells . But at this point I think 

lC it ' s me. 

11 Q Oka y. Before we start on the specifics, just one 

12 thing I want to clarify, just so that we get our references 

1 str aight. In Louisiana there was a rather lengthy staff 

14 

1! 

11 

18 

1! 

2( 

21 

n 
2: 

24 

recommendation and then a short Commission order adopting 

that recommendation; is that correct? 

A (Witness Wood) That's correct. 

Q Okay. so when I refer to the Staff 

recommendation, that in this instance is synonymous with 

the order: understood? 

A (Witness Wood) I understand you intend it that 

way; ye a. 

0 And would you agree with me that that's a fai r 

~haracterization? 

A (Witness Wood) Well, certainly 1~ you're going to 

2! understand the order, you have to have the Sta ff 
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1 r ecommendat ion because t hat ' s where the details are . 

2 

17 

0 Okay . And I beli eve there was a place -- not to 

quibble - - but 1 believe there was a place specifically in 

your t estimony, on ~age 9 or 10, where you just simply say 

that the Commi s s ion voted to adopt Sta f f ' s final 

recommendation utilizing the Hatfield method and Staff ' s 

input on costa. That's lines 19 through 21 , page 10? 

A (Witness Wood) Yes. 

0 Okay. Now length of the drop wire, the Hatfield 

model proposed baaed on varying density zone d r ops ranging 

f r om SO to 150 feet; correct? 

A (Witness Wood) That's correct . 

0 And the Staff recommended a drop length on a 

deavcre~e basis of 177 feet; correct? 

A (Witness Wood) I think they suggested 177 be used 

fo r everything, across the board . 

0 Well, no, actually l would-- That's my next 

18 question, although you may have answered it. J believe the 

1 process there -- and perhaps this will refresh your 

recollection -- was that they took 177 as the average rata 

21 and then they deaveragcd it by density zone, so that in the 

22 moat dense a r ea it ' s SO feet; in the least dense area it ' s 

231 
24 

390 feet. Ooes that refresh your recollacti~n? 

A (Witnaaa Wood) I don't recall the specific 

2 number a . I t ' s boon a while. I! you've got a page 
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1 reference, I've got the St aff rec right hero. 

0 Okay. And this information that you don't recall 

~ specifica~ly would be listed on Exhibit 3 to that 

4 recommendation/ correct? 

! 

I 

7 

A 

A 

(Witness Wood) Woll, I guess I'll find out . 

Olcay. 

I think the answer Is yea. 

8 (Whereupon, the transcript continues in Volume 16 

! without omission.) 

10 

11 

12 

13 

14 

15 

lE 

17 

18 

15 

::~ 

22 

23 

24 

25 
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