
-

1 Bl!l'ORI!! THE 
FLORIDA PtiBLIC SERVICll COKKISSIOII 

2 

3 
In the Matter or 

DatentutJ.oa of the ooat or 
5 beiiJ.o 1ooa1 tele-ualoatlou 

ae.noJ.oa, ~~t to 
6 aeotJ.oa •••·oaa, 

1'10Z'14a atetutea. 

8 

9 

10 

11 

12 
BEPORI!!: 

13 

14 

15 

VOL'D101 1 J 

Pp'IBT'IIQ 

CHAIRXAH JULI.A L. JOKHSOII 
COKKISSIOII!R J, TERRY D!ASOII 
COHMISSIOIIER SUSAN F. CLARK 
COKKISSIONER JOE qARCIA 
COKKISSIOIIER E. LEON J~COBS, JR. 

16 DATE I We-uuslh~, Ootobe.r u, 1ttl 

17 TIKI: 

18 
PLACB: 

19 

20 

21 
RI!!PORTBD BY I 

22 

23 APPBARAIICBSI 

eo..anced at 9:10 a.a. 

Betty Eaalay Conference Canter 
RoOII 148 
4075 Eaplanada Way 
Tallahaaeaa, Florida 

H. JUJ'l'K! POT AMI, CSR, .RPR 
Official Coa.i oaion Reporter 

24 (Aa heretofore noted.) 

25 

FLORIDA PUBLIC SERVICI! COMMISSION 

1412 

,.., 
1-... 06 
Q .3 

" ' -• g 
7 0 

0 
"' II) 
~ 

~ 
u 
C> 

"' 



1413 

1 

2 -
noll lfO. 

3 8'1'BY1Df A. OLSON 
Direct I!X&IIination By Kr. Powell 141!5 

4 
CARL DAJOfiR 

5 Direct zxaaination By Ka. Caawall 1429 
Pratilld RebUttal Tea~iaony In•erted 1431 

6 croaa &x&ai.Mtion By Mr. Henry 1449 

7 

8 

10 

11 

13 

u 

1!5 

16 

17 

18 

20 

21 

22 

:u 

24 

2!5 

nR. BRIAN It. 8TADlR 
Dire<:t Jtx.a•lr•ation By Kr. Rahvinkal 
9retilad Direct Teatiaony Ina~ad 
Prefiled Rebuttal Teatiaony In .. rtad 
Pratil.ed 8\lpplaental Rebuttal Teati»ony 
rnaerted 
croaa ZX&aination By ICr. Laaour•ux 

JWUIUH 

IIUIOD ID. 

56 SAO•l .. 426 

57 81(8-1 \459 

58 BitS Rabuttel lxhJ..bit 1460 

59 BIB suppleaantal Rebuttal 1462 
lxhibit 

60 BIS·ll 1525 

14!58 
1463 
1482 

1507 
1526 

lUl;C'lD. 

rLORI.DA PUBLIC S!RVICI COHXISSIOH 



1414 

1 Paoc••oi•o• 

2 (Bearing reconvened at 9:10 a.a.) 

3 (Transcript t ollova i n eaquence troa 

4 volUM u.) 

5 cwaun• .r~r We' ra goin<J to f10 abaad 

6 an4 f10 baclt on tha record thia 110rninq. Any 

7 prnlillinary -~? 

u. Cllla.Lr I do have one, Kadaa Chairwan. 

9 At tha prehearin<J conference I indicated c.our vitneaa 

10 carl Danner would not bo available paat. Wedneaday 

11 afternoon. 

12 Gi ven th~ aubjeot aatter or the vitneeeee 

13 th.et a re to cOJte today, I think it ' s a very good 

14 poaaibility that he vr"lld not get up t.:.day given hia 

15 current poaition, eo I would ask that he be 110ved up 

16 thb • orninq to directly attar Kr. Oleon. I've epoken 

11 to the pa.rtiee that I could find thie aorning, and I 

18 don ' t thlnlc anybody baa any objection•. But that 

19 would be ay requ .. t. 

20 CKaD!CI• JOWI'"Oih Any objectione to ll8 

21 talcing Mr. Danner attar Mr. Olaon? (No naponee.) 

22 s .. inq none, than we' ll do that. 

23 u. Cllla.Lr 'l!lanlt you. 

24 cwaun• ..,...,...,..., Any other preliainary 

25 aattera? 

n.oaiEa PUU.IC 8DVIC11 COIOU88la. 



1 

a 

a. CDZI None that Start ia aware ot. 

Cl1PI't•D• JOJIJIJIOJII I thinlt then we're ready 

3 tor GTB'e next witn .. a, Kr. Olaon. 

4 a. IIIOiniLL 1 '11h4nlt you, Madu Chair. GTB 

5 now calla Steven Olaon, pleaae. 

:; MDT ... • .:omraOJtr ot all ot tbe vitna .. aa 

7 tbat are hsre today, baa everyone been avorn in? No? 

a Kr. Ol,aon, vera you avorn in? 

9 Wl'fJIUa OIAOIII Yea, I vaa. 

10 MD.TJIDif JOJIJIJIOJI I Go ahead. 

11 - - -

12 8t'aYD A. OL80JI 

13 vaa called aa a vitnaaa on bebalt ot GTE Florida 

1415 

14 Incorporated and, uaving been duly avorn, taatitied aa 

15 tollova: 

16 D~ IEDJCLD'I'IOJI 

17 BY Jill, iOWaLL t 

1B 0 Kr. Olaon, pleaae atate your tull naae and 

19 bQaineaa addreaa. 

20 A Steven A. Olaon, 600 Hidden Ridge, Irving 

21 TeiC&ll. 

22 0 Kr. Olaon , by vb011 are you .. ployed and in 

23 what capacity? 

24 A I'• .-ployed by GTE, aanager ot regulatory 

25 accounting and coapliance. 
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1 0 Did you prepare a pi~• ot pratilod 

2 teatiJiony and aau.a it to be lodged hera with the 

3 co-iaaion on or a))Out Auguat the 3rd and have 

4 attaobad to that taatiJiony a single-page exhibit 

S asrked aa SA0-1? 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

Tbat ' a oorreot. 

0 waa that tasti.any and vaa that exhibit 

altha:.: prepared by you or under your diraotion and 

c ontrol? 

Tbat ' a correct. 

0 Do you have any oorreotiona that you need to 

llalte to tha tutiJiony? 

a No, I don't. 

Q And it would be true, would it not, that 

there vera aoaa corrections to SAo-1, which you have 

aade recently and vbich I'll repr~aent and I think the 

Comr.i .. ion and the partie• Jcnov vu ciroulatad lata in 

the day yesterday? 

a 'l'l:,at • • correot. 

0 II! I vera t.o eak you those .... queatione 

today aa ePJ~&ar in your pretiled teatiJiony, would your 

anavara be the aaaa? 

Yea. 

24 a. ~~ I vould 110Ve the ! ,.ertion ot 

25 Kr. Obon•a pretiled teati-ny into the record e• it 
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1 read here today. 

2 a . aJICita Mallaa Chain~an , tor the ea.111e 

3 reaaona y .. terday, I -- v ith reapeot to Mr. Seaaan •a 

4 toeti.aony, I object to Kr. Olaon •a teatiaony. Hie 

5 teatt.ony ia not relevant to tba 1aauea in this 

6 docket. 

7 moun• .J011J!at)lla Objection u to 

8 relt•vancy. You can x:eapond, GTE. 

9 Jm, JOiriiLLI Yea, - •ea. The.nlt yoU , 

10 MadaJD Chair. 

11 The objection to Mr. Olaon ' a teatiaony 

12 ahould be overruled, 11nd tor two reaaona. There are 

13 tvo aeparate but equally coapellinq reaaone vhy the 

l4 co-iaaion abould reject the objection and adait the 

15 teetiaony. One ia a leqal reason. The other ia aore 

16 in the nature of an equitable arquaent. 

17 Firat the leqal &r9UJlent . The objection 1a 

18 •• to relev~oe. Tbe oleaaic definition of relevt e 

19 ia, ia the evidence tendered, aigbt it be helpful to 

20 the taot t1114er Ol' the Claciaion aak.er on any 188ue in 

n play in the proceeding. 

22 I would eubait to the Chair and to the 

23 Cosaieaion that not only ia Mr. Olaon•• teatiaony and 

34 SA0-1 relevant, 1114eed, I think it ia eaaential to the 

35 taelt at band. 

ft.OaXD~ PVM.IC IDYICl'll C"W1181IOII 
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1 One of the central iaauea set forth in the 

2 prahearinq order an4 set forth by this co .. iaaion asks 

3 vbioh modal ahO\Ild the co .. uaion raco.aand to tho 

4 Leqialatura tor purposes ot aizinq or eati .. ting the 

5 size ot the cost of universal service; an4 va•ve had 

6 a,.ple teati•ony ao far as to the two aodala t!hat are 

7 1&14 before the co..leaion. 

8 Well , the purpose of these coat modale is to 

9 ahov what it vould coat an efficient aa.pany ·to 

10 provide baaio local service. It the Co..iaaion wants 

11 to veigh the etficacy of these tvo models in <doing 

12 what it i .a they purport to do, there are a nu:abar of 

13 teats that tbe IIOdala llll.St withstand. 

14 We've heard about the teat ot internal 

15 validity; tor exasple, the Kiniaua Spanning Tree Teat. 

16 Th.a co .. iaaion will inquire also whether the 'IIOdela 

17 ere open an4 subject to inspection and how adjustable 

18 they are. A thircS and iaportant and critical teat on 

19 aodal selection is one or external validity; hov do 

:zo th.a aodal results c:o!lp&re with reality. 

21 If the IIOdel.a c:ennot replicate or at least 

22 aatiaate reality, then the aodel is useless. I would 

23 hope that reality would be of interest to the 

24 co~aaion ancS the L419ialat.ure in this very i•portant 

25 inquiry r~erding the coat ot providing and auatainin9 
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1 an4 aaintaining univaraal aorvico. Row, thoro waa 

2 evidence yoaterday an4 the day betoro with roapoct to 

3 tho ELU IIOdd. 

4 Tho aponaoro would bavo you believe that tho 

5 IIOdol be~ oro tho COIIaioaion nov, 5. Oa, ia a nev and 

61 ilq)rovad an4 .ubotent1ally different IIOdol than tho 

7 vo•aion 2.2.2 that tho co .. iaaion rojocto4 in tho 

8 arbitration procou. 

II lfoll, U:OJ19 th.o roaaona tho Ca.-inion 

10 rojootod tho earlier voraion of tho Hatfield aodol vaa 

11 boeR.u~o it ai!Mtanti.ally un4oratato4 IL!C coato. It 

12 baa certainly boon GTE'• pooition that tho IIOdol nov 

13 before th• Cosaiooion, s.oa. oleo aubatantially 

14 un4eratatoo GTZ'o actual coota. 

15 lfoll, hov do ve lmov tbia? A very reliable 

16 ... aura of G'l'S'o actual coato are GTE'• rovenuu. OTE 

17 boliovoo that tho procoaa of rOCJUlation baa worltad in 

18 thia atato. And if th~ot ill tho caao, then tho 

19 coapany•a aun:ent rovonuoa oro a terrific ourr09ata 

20 tor ita aurront aotual coota, and thooo coota, aa 

21 rotlooto4 by tho table on Po90 6 ot Mr. So.&~~an'o 

22 tootillony yootor4ay that atiiNlat..S ao aucb dlaauaaion 

23 in tho early evening, doaonatrato what tho coat today, 

:u in tact, io or ouatoining univoraal oorvico. 

25 It 1a aurprioinq in thia context that PUblio 
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counael would allqgut that thia evidon.ce that we otter 

with raapect to our current actual coata ia of no 

probative value on the central quaation ot which coat 

coainq boot uound to the datinition of 

relevance in ita olaaaic aanaa, will thia inforaation 

be halptul to the c~sdon and helpful to tha 

L~ialature aa you qrapple vith theae iaportant 

9 iaauu? G'l'l! thinlt.a the anawe.r to that queation ia 

10 quite clear. '!'!be evidence 1a not aarely relevant; it 

11 i• e .. entiel. . 

12 Nov, ay aec.~DIS points the ttQUitable 

13 arqwunt. ~e ia a ai911iticant tairnua ca.ponent 

14 at atalce here. It'• perfect clearly that PU.blic 

15 Counaal doea not agree with GTB'a theory of the caae, 

16 but G'l'!l ahwld be penaitted to try ita own caae. 

17 Na've laid out in the teatiaony and v ill lay out in 

l8 our poethaar1nq brief bow va tbinlc the coaaiadon ancl 

19 the lAqieleture ahould ruolve thaaa ilq)ortant 

~o qu .. t1ona. 

21 &iaply beoauee PU.blic counael baa a 

22 different view of it doe. not rencler the evidence 

23 irrelevant. It'a ilq)ortant evidenc e to GTE becauae it 

24 1a an iwlport.ant part of GTJ!!'• caae that it viahea to 

25 lay before the c-iaa1on and the lAqialature. 
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1 I note parenthetically but not unblportantly 

2 that PUblic CQ~~n1 evidently baa ohanqed ita aind aa 

3 to tlla relevance .-t. M:r. Olaon • a taatiaony and dona ao 

4 literally at the 11th bour. Tba teatiaony vaa tiled 

~ I nine vaalts ago on AUquat the )rd. 

6 counaal did not than tll~ 1 t vaa 

I preauae PUblic 

irrelevant, becauae 

7 Public counaal initiated diacovary vith reapect to 

8 Kr. Olaon•a teatiaony. 

9 Indeed, there vaa a diacovary dilopute 

10 between GTE and Public counael, and PUblic counael 

11 enqaiJed tbe valuable 1•aourcea ot thia Ca.aiaaion in 

12 purauinq 11 aotion to coapel reaponaaa to tllia 

13 diacovary. It'a hardly consiatent tor PUblic counaal 

14 today to tell tha ~aion that thia evidence 1a 

15 irrelevant vben yuterday and the day before that and 

16 tor eight vaalta before that, Public counaal thcougbt 

17 the evidence autticiently rel6vant to puraue 

18 diacovary. 

19 Leatly on the tairnua point, the record 

20 that ia baing developed in the courae of theaa 

21 proceedinqa and wtaoh will go, I preau.e, in aa.a tor. 

:U or anotller to tlla LecJialature along with tlle 

23 co-iaaion•a ra~tion 1a not going to be a aaall 

24 recorc:l by a long &bot. 'l'bera baa been volWiinoua 

25 teatiaony. Thara•a quite a bit yet to ooaa. 



1 One •iqbt uy that the evidence bu perh.apa 

2 atrayad a bit fraa e conciae definition or the iaauaa 

3 that are on the tabla. We' va beard about tha revenue 

4 banahlloU:lc. We bava had aoaa Cliaou .. ion about 

5 lap1..-ntation iaauaa. va•va had ea.. diacuaaion 

6 about rata rabala.noing. 
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7 The point I think bare on the tairnaaa point 

8 at tho vnd ia thar• ' • no conceivable prejudice to 

9 PUblic Counaal or to any or the other p11rti.. by 

10 i .ntroducing thia taati110ny. GTE abould be ~tt.ad 

11 to try ita oaea aa it aaaa tit, partiouiarly tlhan 

12 thara can be no prejudice. 

13 To au.aarize than, GTE vould urge the 

14 co .. iaaion to aoltnowladqe that thia evidenoe ia 

15 plainiy relevant, clea.rly illportent, and nac .. aary tor 

16 the Comaiaaion to diacharqa the duty that the 

17 lAqialature baa given it. 

18 Secondly, u a a&ttar or tairnesa, GTE 

19 ahould be pe~ittad to continua the di5CUDaion that 

20 the Co-iaaion hac! vith Mr. sea .. n yeaterday evening, 

21 whi= I thouqbt vaa clearly or interQt to the 

22 Co.aiaaion, certainly of intareat to GTE. Mr. Olaon' a 

23 evidenc e ia all or e pi- vith th.a diaouaaiona vith 

24 Mr. seaaan yeaterday evening. 

25 so to .,,..•rize than, ve think the objection 



1 ia Ul tou.n4e4, and we would urqe the co.:aiaaion to 

2 overrule the objection and perait Mr. Oleon•a 

3 teetiaony to proceed ancil be a part o f thia record. 

• CDD!I!IW .TODSOIII Tbanlt you. Mr. Beck? 

5 D. IICKI ~4•• Cbairaan, Mr. Oleon •a 

142) 

6 teetblony hu nothinq to do with either or the aocilela. 

7 The iaauee in tbJ.a caae deal with the coat of baalc 

8 local telecoaaunicationa eorvice. Mr. Oleon•a 

9 teatbony doea not deal with that. 

10 Mr. Oleon•a teatU.ony purport& to qive GTE ' • 

11 requleted intrut&te earning• after taking out the 

U dir·eotory advertieing revenuea that vould otherviae be 

13 r&qllired by statute. It'• not local 

14 teleco.:aunicatJ.ona. It' a all intraetate aervicaa that 

15 it purport• to qive abaent the atatutory r~red 

16 advertiaing revenuea. It doean't help tell you 

17 whether to pick the HAl or BCPM aocilel in any vay, 

i.B llbape or fora. 

19 If GTr ware arquinq that the return on 

ZO 9qUity ~t thty've developed in Mr. Olaon •a teatiaony 

21 ia the return on equity that ahould be uaed tor their 

22 aodel, it aiqht be relevant; but of courae that's not 

23 what they're arquing. They vant you to iqnore the 

24 return on equity when pick11'19 the inputs to the aocilel 

25 becau.e they have other vitneaa .. that talk about 
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1 return on equity. Hie re,turn on equity ia no·t the one 

2 they vant you to uea in the a odal, to be eure, becauaa 

3 it vould lower their coeta 1t they vera to do eo. 

4 It eiaply doeen 1 t help -- vbateve r the 

s reaulte that be voulc1 provide you, whether it ' e a 4t 

any aar.nar p ick vbicb aodal you would uae, no-r da.. it 

6 on equity or a 40t or a naqative 5 doeen't help you in 

., I 
8 b~lp you dacida any iaeua that •a bef ore you; 

9 tboaratore, it ebould be atrickan. 

10 C'D"D• .:ron•011s Thanlc you, Kr. Seck. 

11 Statt? 

a . COSI I '11 addraee tba tvo reaa.ona that 

13 GTE'• councel put torvard . Tba tirat, the leqal 

14 raaeon, tba relevancy: 

15 Staff baa dona ita beet to look over this 

16 i~oraation, a.nd va•va datarainad that tbb appears to 

17 be aabaddad type intoraation that • • acre altin or 

}.8 proper tor c rate caee type analyaia. We tail to aee 

19 any relevance to what tba eo .. iaaion ia doinq hera in 

20 da1t:erainin9 a torvarf\-lookinq coat proxy aodal to 

21 dataraina the coet ot beaic local talaco..unicationa 

22 aarvioaa. 

24 revanuaa to the ocate that va•ra tryin9 to dataraina 

25 in thia proc~IJ9. Wa juat don't ••• it. 
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1 With r~ard to tairneaa, ve agree GTr: ahould 

2 ba able to put t orvard ita caae, but i t the 

3 intoraation ia not relevant, it'a aiaply not relevant; 

4 anc1 va believe ~at tbe PUblic Counael ' a objection ia 

5 a valid one. 

6 He vaan•t required to voice that objection 

7 earlier in the proceadinq. He could voice it nov. 

B That•a hie prero;ativa, and he haa the right to do 

9 tLat. And va agree there•a no prejudice, but the 

10 probl .. ia it atill baa to ba relevant intoraation. 

11 And ;.oa jucc: don ' t aee the relevancy ia the bottoa 

12 line. 

13 mranpy .1.......,., Thank you. I ' • goinq to 

14 auatain the objection and atrilce the taatiaony --

15 vall , not a llov th.e taatillony to ba inaertad into the 

16 record aa though read ot Kr. Olaon; ard ve did ~ot 

17 identity the exhibit, but that vould inc'ude the 

18 exhibit. 

19 a. wowmor.r Had .. Chair, I auppoaa it vould 

20 ba appropriate to 90 abw&d and identity the exhibit. 

21 I think next in line it vould ba Ho. 56. 

22 C'DDY"8 J'***CWt Identity it u EXhibit 56 

23 and ahort title OAS-1. 

24 a. wowmor.r I vould alao aalt the couiaaion 

25 then to receive Mr. Olaon•a teatiaony and EXhibit 56 

rt.oi!Jtll. .WLI C 8D'flC'lJ O+IIAIOY 
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1 in the rona of an otter or proof to be appencle<l to the 

2 record in that Cora, haVifl9 not.cS that the Public 

3 counael'a objection baa been auataine<l. 

4 cwan d• .JOSJraOIIa We'll ebov it p-rotcerecS, 

5 but not adaitt.cS. The exhibit will not be ac1a1tte<l, 

6 d . ~~ I l!llderatand that you're not 

7 gol ng to adait it, but vbat I ' a aaking ie an otter of 

8 proo{ or Itt . o leon•a teatillony &nd the exhibit, and 

ll vould aak that it be appended not u adaitte4 

10 e v idence, but •• the proffered evidence by GTE on tbb 

11 eUbjeot. 

12 CJD.XaDJ~ .rouao111 I think that '• what we 

13 generally do, eo that will be tine. 

14 d. COJta Cbainaen Johneon , I th!nlc you aaid 

15 OAS-1. It'• SA0-1, juet eo the record ia clear. 

16 ClllU..a. .JOU80Jia I a lwaye tranapoee. Yea. 

17 Show it identified ae SA0-1 ILnd not adaittecS. 

18 (Exhibit 56 "r~ f or identification.) 

111 CWJIDQM .JOimaOIII 'thank you, Mr. Oleon. 

20 Wltneoe exauae. I think we're raa~y tor Kr. Danner. 

21 (Witneee o~on exouead.) 

22 - - - - -

23 d. CUYDr Ma4aa Chai~n, while he ' • 

24 t.alcifl9 the etllnd, could I J:ai .. another .. ttar 

25 brietly? 



1 

2 D. aa&YDI At the prehearing conference 

J about tvo vaelte a90, eo.aiaaioner Jacoba aelted the 

4 partie• Vb.o vera 90in9 to put up a panel to fila a 

1427 

5 notice la•t lf14!11UI411y to provide avaryona, in etc~t, 

6 sort of fair not1:a aa to Vb.at their ~nel voulc1 be 

7 I c1ol09; and the a~itice vera that each party vaa to 

8 id.mtify the areas about which the varioua I'Anel 

9 ~eabara coul d apeak and to deeiqnata a lead panel 

10 aell})ar. 

11 Kr. Pit.lcJ.n and Kr. Wood, I believe, will bo 

1l taltin<J the etand later today on behalf of ATn and 

13 KCI, and I don' t believe AT'T haa tiled anytbl"9. I 

14 have ha<S s:oaa intoraal cHacuaeione with their couneel, 

15 but I would like to have their notice before their 

16 vitnueeea taka the atand ao that va can , repare. 

17 CDU"U' .TomiiiOJII Kr. Hatch? 

18 a. Dft:lll Yea, &S ' aa. I tailed to tile 

19 that <ScC\m&Jlt. I had not bean able to catch up with 

ao Kr. Mood to 9at th•t olaritied until SWKiay n19.1lt, 

21 Monday aorni091 and I ta.llted to KJ.·. ca.rvar Kon<Say 

22 aorning to explain to hia ay an aver froa Kr. Wood ae 

23 to the portions of tbe teetiaony . 

24 I uauaed that took care ot the problaa, but 

25 it you want the toraal docuaent, than that'• t i ne; 



1 I'll be glad to eupply it. 

2 czaxan• JOIWSC*t I'a hearing a need for 

3 the fonaal docuaent. 

4 a. aaa?Dt lCee, aa •aa. And, a lao, one ot 

5 tba tbinge that l ~l~ava vee to be included vaa the 

6 deeiqnation of one or the other of th .. •• a l ead 

7 ... ~r, and I don't think Kr. Hatch even infonaally 

8 he a bean e.ble to co-unicate that. So that'~ 

9 aoaet.hing that I hope would be in the notice. 

10 C!l'a"D• JOIDQIOWt Mr. Hatch, can you take 

11 care of that? 

12 a. El~t I ' d be glad to. I though~ ve 

13 had aolvad all th ... qu .. tiona. Apparently not. 

14 C!l'ataD• JOWMia.t Thank you. Any other 

1428 

15 prelbinary aattera before Kr. Danner? (No reeponae.) 

16 Ma. caavell? 

17 

18 Kr. Danner, could you pleaaa atata your naae 

19 and .buaine•• addreee tor the record? 

20 lrlftUI P1 DDI I 1\avan't bun IIIOrn 

21 either. 

22 .. . a&.IW'ILLI Madaa Chairman, I think he 

23 neada to be avorn •• vall. 

24 MDI"D• .,.,....,.., Anyon.e vho 1\aa not been 

25 avorn that naada to be eworn? 
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1 (Witn••••• collectively avorn.) 

2 - - -

3 caaL Dl .... 

4 vaa called aa a witneaa on behalf of GTE Florida 

5 Incorporated an4, having bean d~ly n•orn, teatitied aa 

6 followa: 

I D~ .uxiD'I'l<* 

8 

9 

10 

nu.~. 

0 A<Jein, Mr. Danner, would you pluae a tate 

11 your naae and bu.e1n .. a a ddreaa? 

12 J. Yea. Ky n ... 1a carl R. Danner. Ky addreaa 

13 ia suite 1650, 100 Buah Streat, San Franciaco, 

1 4 california 94 104 . 

15 0 By vboa are you -ployed and 'n vbat 

16 capacity? 

17 I'a eaployed by Wilk ' Aaaociatea, 

18 Incorporated aa a conaultant. 

19 Q Did you aubait rebuttal teatiaony in thia 

zo procaacSinq, 

21 J. Yea, I did. 

22 0 Do you bava any chan;aa to thia taatiaony? 

23 Tbera 1a a typographical error on Pa9a 3, 

24 LJne 21. Tbe vorcS • utilise• appaara to be aiaapalled. 

25 That abould be corrected, and I believe ve need a 
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1 cloae quote at the end ot that line. AsicSe that tro• 

2 that, I have no other cbanqeo. 

3 So that it I ware to aak you the aaaa 

4 queationa today, woulcS your anawera reaain the ••••? 
5 A Yea, they would. 

6 u. ca.l1fJILLI Madall Cbair.an, I voulcS aak 

7 that Mr. Dannar'a teatiaony ba inaerted into the 

8 record as thoU9h rea4. 

g 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MOU!A• JOIIJII'a.1 It vill be ao inaertl!cS. 
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• 1 GTE FLORIDA INCORPORATED 

2 REBUTTAL TESTIMONY OF CARl. R. DANNER 

3 DOCKET NO. 980896-TP 

4 

5 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

6 A. My name Is Cart R. Danner. My business address Is Wllk & 

7 Associates, Inc. , 100 Bush Street, Suite 1650, San Franclsco. CA 

8 94104. 

9 

10 Q. PLEASE BRIEFLY SUMMARIZE YOUR RELEVANT EXPERIENCE 

11 AND QUALIFICATIONS. 

12 A. I was formerly Advisor and Chief of Staff to Commissioner (and 

• 13 Commiuion Pruident) G. Mitchell Wllk at tile California Public 

14 Utilities Commlulon (CPUC), and in that role I designed key 

15 <Xlllll0'1811181n telephone regulation for California. and helped develop 

16 new regulatory policlas and programs for ''Ia cellular industry, lon!} 

17 distance telecommunicatlont, and other cornmunicatlons services. 

18 Since leaving the CPUC I have consulted on Issues of regulatory 

19 politics and policy to a variety of clients, with a primary empnaals on 

20 telecoovnunicatlo. I hold a masters and Ph.D. In Public Policy from 

21 Harvard University, where my dissertation addressed the strategic 

22 ITI8I'IIIg8l'l' of telecornmunicationa regulatory reform At Harvard I 

23 served as Head Teaching Assistant for graduate courses In 

24 mlaoaconomlcs, ecu 100111trica and managerial economics. I hold an • 25 AS deglee from Stantord Univeraity, where I graduated with dlatlnctlon 
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5 
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In b;>th economics and political aclence. My experience is broad· 

based, Including research Into and teaching about regulation. advisin{l 

regulators, testifying In regulatory proceedings, and also advising 

clients as a c:on~ultant on regulatory laaues. 

6 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESnMONY? 

7 A. My rebuttal testimony addreaaea direct testimony filed on August 3, 

8 1998 by Mr. Richard Guepe, apt)Baring on behalf of AT&T, and Mr. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Joseph Gillan, appearing on behalf of The Florida Competitive 

Carriers Association ('FCCA'). 

Each of thNe witnesJH (and Mr. Gillan in partJcular) olfered some 

iuoorrec:t or potentlally contuslng testimony regardlng the proper cost 

treatment of the local loop when calcu13tlng tho cost of basic 

telephone aervlce. Contrary to what their testimony states or may 

convey, the local loop is a cost of basic local telephone sarvice, and 

ill cost should be Included in the calculated cost of basic local 

telephone 48fVice. TMra Is widespread agraement on this point 

among the ec:ooom1ca pn:J(NIIon and In the lrdntry, including AT&T. 

and daims to the conttary contradict the principles or economics, and 

commonaenn. 

23 Q. IS THE LOCAL LOOP A COST OF BASIC SERVICE 

24 

25 

IRRESPECTIVE OF THE COST TO PROVIDE OnfER 

ASSOCIATED SeRVICES? 

2 
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• 1 A. Vet, It Ia - Irrespective of the cost to provide other services, wtlether 

2 ·aaaoclat.ed' or not. The oost of the loop Ia cauMd by a customer'& 

3 decision to have balic telephone service wbo!her or 001 !he customer 

4 I 70: !he laladp 18 to buy olboc seMen· U Mil. Therefore, VoMn the 

5 Commluion calculates the cost of baalc local telephone aeiVice by 

6 UM ~a cost proxy model {or by IIT'f olhef means), rt must Include the 

i full cost ar the loop as a cost of basie local serviea. 

a 
9 If a !i<e buying a car- It needs all four tires no matter how much you 

10 plan to drive it. I'm not aware of any way to pay for Nily two tires lor 

11 a eat that will only be driven on S.unday·. Ukowise, even a customer 

12 who won't uae the phone much needs the whole loop io have any 

• 13 Hrvlce at all, wt;ch Ia why lhat coat Is part of baalc phone urvica. 

14 

15 

16 Q. WHERE IS THIS POINT ADl'RESSED IN THE DIRECT TESnMONY 

17 OF MR. GUEPE AND MR. GILLAN? 

18 A IV. pages 12-16 ~ hla direct testimony, Mr. Guepa peasants his pain t 

19 of view on tlQW IWI!<IIH sf'IQvtd bo ITlfi$l.lroQ, !!I'll! 111\tt !hat the 

20 •costs ~local resklentlal aervioes" shoukllndude the "forward looking 
u><l i'l. f.. 

21 economic COD IIISOCiated with allaervk::ea that trtlllize the local loop" 

22 (Guepe, page 13); he !hen goes on to cove that those costs llhould 

23 be c:ompered with a cotreapondlng total revenue figure to measure 

24 11iblldiel. Far hla part. Mr. Gillan disculltel loop coat-relalad laaues 

• 25 at pages 7-17 of hla direct testimony, stating that the loop Is a 

3 
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• 1 OOiiil"l'lOn cost d multiple services, and 1'8001TVTlendlng en approach to 

2 calculaUng tubaldles that is similar to what Mr. Guepe suggasta. 

3 

4 Q. MR. GILLAN CLAIMS THAT THE LOCAL LOOP IS NOT JUST A 

5 COST OF 8AS1C LOCAL SERVICE, BUT THAT IT ALSO HELPS 

6 •PROVIDE" OTHER SERVICES AND SO IS MIXED UP WITH THEM 

7 TO THE POINT WHERE IT CAN'T BE SEPARATED OUT. THUS, 

8 MR. GILLAN SAYS, CONSIDERING THE WHOLE LOOP AS PART 

9 OF BASIC SERVICE WILL GIVE THE WRONG ~.NSWERS WHEN 

10 TRYING TO TOT WHICH SERVICES ARE SUBSIDIZED. CAN 

11 YOU COMMENT? 

12 

• 13 A Yes. I can oomment. Mr. Gillan Is deat1y lnoorrec:t. lho loop Is a cost 

14 of basic local a«v1ce and nothing else. a common sense facl on which 

15 economists and the industry have agreed. 

16 

17 Flrlt, the c:ornmo11 eense. A ClJStomlll' needs a loop - end all of It - to 

18 gat oomeded to the netwof1( and have any telephone aervlce at all. 

19 The phone won't \<'OI1t with only half a loop. or a quarter of a loop, or 

20 whatever. G.'vtng a customer basic telephone aarvlce at ell Ia what 

21 '*'I 1 I the need for, IWld cost d a loop. In perticular, a customer who 

22 gets phone ter\llce IWld never useJ It much atlll need a an entire loop. 

23 And when a customer uses the phone (to make o long distance call. 

24 order a pi%Za, or talk to en altomey), he or aha doaan't cauae eny • 25 more loop coli, ao It doesn't make eny economic aensa to aey that 

4 
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• 1 loop COlts lhould be elloc.ted to the price or long diaiAIOOI calla, 

2 plnas, 0( legal billa. lt'a the ume pelt or WINII (or the tledtonic 

3 equivalent) aittlng :here whe1her or not a OJstomer Is making 1 call, 

4 the coata don't c:hlnge, v.+llch 1a v.ny 1t1o1e c:osu an~n't a p1rt or thole 

5 other services. 

6 

- Timing to lha views ~ acooomlale: A recent Bltide in the Journal of • 
~ .. Br••QIY Eoonom'"'J highl.ghled the.r oooclualons and~ 

9 that the loop Ia a coat of baalc local nrvlca: 

10 

11 ·e.c. 1M~ the foc:ua on lha oostt and nwenues of baalc local 

12 exchange MtVIce In oost proxy modeb, rate raballncing 

• 13 PI OQMidiuga, tho FCC ICQIM charge reform proceedings. and 

14 unlverul Hf'VIoa proceedinge, the proper treatment of local 

15 loop coata hat become orltlcally lmpollant One aometlmoa 

16 '-1 d ~ ~MU~ea ~ aoss c•mldizatlon In which 

17 I'Midantiel bulc local axdlange IMiic:e ,. eilhar no4 Mbtidized 

18 ()( Ia pu pa18d to 8Ciuelly provide • Slbaldy to OCher ~· 

19 Thia raautt Ia invariably baled on a mi~ratand1ng or 

20 miarapreaeratloo d the costa of loop facilities 11 ahared or 

21 common com rather than "' a coat that is directly attributablo 

22 l.o the provlalon of acceu to a modem tai8CXIIMU'IIcatlona 

23 network. 

24 

• 25 

5 
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"For a variety of reasons, analyses of loop costs are 

autceptlble to logicel error. When considered property and 

carefully, It Is clear thot loop costs are not common production 

costa to the LEC. Rather, loop costs are tflfedly attributable to 

the servioea that cause them (e.g. private line, special access. 

Centnlx, and the subscriber access component of basic locel 

ext:h8nge MtVice}. Kahn and Shew (1987} first described the 

fallacy of considering the costs of local access as joint or 

common coats In the context of a discussion on six pricing 

Shew and arrives at similar conclusions. 

1l1ere appo11111 to be only one article by ealf101Tlists, Gebel and 

Kemet (1993(a}}. disputing the llndill\l that loop costa are not 

common produdlon coats to tha LEC. However, this article 

Induced a rtiCXlRlthree comments in response to the article in 

the Roylew of Industrial Oroanizalioo. It also appears t.hat 

Gabel and Kennel are Inconsistent in their article, at limes 

arguing that loop coats are incrameotalto toll ceiling and at 

other timet arguing that theM costs are convnon costa: 

Persons, Steve C. ·cross-Subsidization in 

Teleoommunlclltiontl, • .Journal of Boqutotocy Ecooomfcs 13: 

151-182 (1998), pago11 169-70. Citations omitted. 

6 
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As the above Indicates. other profeaalonat articles have oven 

catalogued loop allocation fallacies, and desaibed how they oontradld 

the correct use of economic principles. See Kahn, Alfred E. and 

~B. Shew. •Current Issues In Teiecommunk:8tlons Regulation: 

Pricing, • 4 Y•ht Jqumal on RoguJat!oa 191-256 (1987). See also 

Parsons, Stel/8 G. •Soven Years aner Kahn and Shew: Ungering 

Myths on Costs and Pricing Telephone Setvice, • Yale Journal on 

Rooulatioa. Vol. 11, No. 1 (Winter, 1994), pages 149-170. 

With roapect to the Industry's position on the same luue I would note 

a recent fiflng made jointly by AT&T and MCI before !he Indiana UIIHty 

Regulatcwy Commluion (IURC): 

... the Issue of whether the cost of the loop ir a direct cost of 

provkflng BLS l*iC local181\'ice) ()( Is a joint ()( common cost 

to be allocated among BLS and other servlcas must be 

doclded firal end foremost on the basis of sound oconomics 

•AJ Dr. Harris tes~ during cross-examination at the hearing, 

enentlally every credible economist agrees on this Issue. 

Under basic economJc principles of cost cauaatlon, the cost of 

the loop is a dlrac:t cost of providing BLS. Indeed, the entlro 

t~ lncUtty -lno.lrbent roo IQPOIISII, CLECs, 

and IXCs- ell agee that, as e matter of sound economics, the 

cost of the loop II a dlrec:t cost ol providing BLS. The enUre 

7 
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• 1 Industry also 11g1 ees that competition in the local e)(Change will 

2 not develop effectively If the cost of the loop Is improperly 

3 allocated •• a joint or OOIMlOn coat among BLS and otnar 

4 services. • Joint Subml$$/on of Proposed Form of Order (by 

5 AT&T and MC/), IURC C4vse No. 40785, June 8, 1998 

6 (emphasis In origins/) 

7 

8 I believe the Commission will recognize a statement of audl 

9 &geeme~lt acroas the lndust1y as ti\Jiy extraordinary. Indeed. the Or. 

10 Harrla to which AT&T and MCI referred Ia Or. Robert Harris of the 

11 Univeralty of California at Beri\eley -who appeared as a witness In 

12 that cae for Amertlec:h Indiana, not AT&T or MC I. I can't recall the 

• 13 last time AT&T end MCI c:lted 11 witness from an RBOC In !his way in 

14 an important arg\m8tlt before a regulatory agency. 

15 

16 S~ put. Mr. GUJarrs .-gurnont regarding the loop Is just incorrect, 

17 and should be Ignored. 

18 

19 

20 Q , WHAT B.ASIC DEFINmON OF ECONOMICS DETERMINES THE 

21 PROPER WAY TO TREAT A LOOP IN CALCULATING THE COST 

22 OF BASIC TELEPHONE SERVICE? 

23 A Accorcling to the principles of ooonomlet, all 00$11 are opportunity 

24 costs, that le they rMUUre wtlat must be given up (on the one nand) • 25 In order to obtain IIOm8lhlng or take $011l& aotlon (on the other hond). 

8 
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• 1 IU Dr. N. Gregory Mankiw explains In his introdUCiory economics 

2 textbook: 

3 

4 "The cost or aomething Is what you give up to get it • 

5 Msnldw, N. Gregory. Prlndples of E<:onomlcs (The 

6 Dryden Pre$$, 1997}, page 5. 

i' 

8 Tho» k"Y to this definition Ia cost-causation, ex identifying what costs 

9 are caused by a particular decision someone makt>s to use ex 

10 conaurne IOITllthing. Thla Ia a fundamental pfinclple of economics; 

11 In fact. Dr. Manldw's text identifies this as one or the ton ·core ideas' 

12 that form "the fou"ldMion for moll economic analysis.· Msnldw, page 

• 13 vii. Thus, to underltand how the cost or the loop frts Into telephone 

14 acwvlce. we need to find the decision that causas the coat or the loop 

15 to be incurred. That is what •cost' means. 

16 

17 Q . WHAT CAUSES THE COST OF A RESIDENTIAL LOOP TO BE 

18 INCURRED? 

19 A. A customer needs a loop In exder to have basic telephone service, 

20 and once put in ~. that loop Is dedicated to the customer it serves 

21 Thenlfcxe. the decision to have telephone service (ex the telephone 

22 company's eccurtote prediction that a customer, aey In a new 

23 deveiopmenl. wiU llblaibe to telephone servlc..) Is wnat cautea tho 

24 0011 eta lOop to be lncured. To say It another way, e loop Is needed • 25 to provide aoce111 to the network, regerdleu of how that access Ia 

9 
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then UMd. Wld customer~ geiiiCCiel$ to lhe netwOI1< .. a par1 of bur. 

Jtrvlce. KMping a loop In uae f« telephooe aervloe also cauau 

10me other foced end recuring costa (e.g f« routine billing. cuatomer 

aervice end maintenance) that again are caused by the daci1ion to 

haw any telephone aervloe et all 

Indeed, one could even Imagine charging f« telephone aerviee In 

exaclly the Nl'llll way eslhe ooata ere Incurred -levying a aubatanllal 

one-tlme fee to j)U"Ctlaae the loop, along with a ~~ongoing monthly 

1M for~. ~ followed by a IUbaequent one-tlme fee if the 

loop I lli»d to be rep801d many yea'S later. Of COISM, It also wotb 

f« cuatomera to rent the uae of IUCh an aaaet on a monthly balls, 

lnduding the ~p. with the company flnonelng tho IMIGI cotl and 

future replacement~ that might be needed Loop costa are u1ua1ly 

CIOilYel1ad to their ITO IChly 1eaae equwalont in regulat«y coat studies. 

given the broed aocepUiflOI of IUCh ", approach 

DOES THE COST OF A LOOP VARY WITH HOW IT IS USED? 

AI a gei"MQJ matter, loop coats do not vary with whether 01' how a 

loop Ia UNCI, e.g. the COlla .-e the aome whether the loop lias Idle Of 

I• used to place cella 24 houn • dey I am aware of some additional 

COlla the! '*" be relaUMl to oertaln MrviOI ~ pl801d on a loop, 

aueh aa a nHd fOf loop c:ondltlonlng to a~S~M"e a certain algnal-to

nolae ratio. Anott't8l example woo1d Include ISDN aervtee, where 

mutllptexeB nHd to be added to the line. 

10 
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But these examples lhow only that certain types of service Of usage 

awl c:ause l!dditional colts over and above the fixed coat of the loop 

that avery subscriber naedo to have any kind of service. Such 

additional costJ, where they occur. should be recovered by usage

baed prioea. 

7 Q. WHAT DO THESE ECONOMIC PRJNCIPLES AND FACTS 

8 REQUIRE FOR HOW A LOOP SHOULD BE TREATED IN ANY 

9 COMMlSSJON ST\JDY OF THE COSTS OF TELEPHONE 

10 

11 

12 

13 

14 

15 

16 

17 

18 

SERVICE? 

A TheM eOJCoomic Pf'•dples and facta require that the cost of the loop 

be recognlz.etl aa a colt of baaic local telephone service, aln<;e the 

demand fOf belle telephone service ceuses the cost of the loop. By 

CXlf1tnllt, using the loop to buy other good• and wvioes (JUCh as long 

cbtanc8 calls, or tai<D-out plz.z.a) does rot cause arry of the cost af the 

loop, ao the loop Ia not a part of the COlt of such other goods and 

aarvk:el. 

19 Q. SINCE A LOOP IS USED TO HELP PROVIDE MANY TELEPHONE 

20 SERVICES (SUCH AS WHEN A CUSTOMER MAKE!: A LONG 

21 

22 

23 

24 

25 

DISTANCE CAU.), WHY ISN'T THE LOOP A COMMON COST TO 

ALL OF THOSE SERVICES? 

A It 111 easy to bacome confused between the oocl&ion that actually 

a~~.oses the 0011 of a loop to be incuTed, Vtii1US the addrtlonal servtces 

a CUIIornar aw1 buy IISing a loop once he or she has one to usa. But 

11 
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In reall!y, the decision to have a loop In the first place Is different from 

a <!ec:ialon to usa It for a separate purpose, such as maklng a long 

distancit call or ordering a pizza. 

Analogle.a ere helpful for revealing this criUcal distinction. Hoving 

l"'lrUd a loop, a aJIIomef aw1 use lito purchase many other things -

long diatence calla, profenlonal servlou from attomeya or 

eccoul\tanta, or anything else that can be bought by calling en 800 

number or using a credit card. But nooa allhoae purchases. long 

diiWlca Included, causes any ad<@onal cost related to the loop. 

~trying to raoo.erloop 00118 from an attorney's off' tee or 

1-800-FLOWERS helps to highlight the natura of this fallacy. 

To use Mr. Glllan'a term, a loop can be said to "provide" all klnds of 

services - nol just talecommunicatlons - depending on how a 

aJStomer decides to use hla or her telaphMe. But that doesn't mean 

that any of thole other services or transadlona cause any loop costa, 

or that the revenues and costs al those other services should be 

induded in dec:ldlrg wl'l!lre the aublldlu are In telephone HNice. 

21 Q. HOW DOES MR. GILLAN'S ARGUMENT HINGE ON HIS 

• 
22 INCORRECT CLAIM ABOUT THE COSTS OF THE LOOP? 

23 A Becauaa Mr. Gillan thinks (lnoorroctJy) thet it Ia lmpoa1ible to 

24 

25 

determlr~e the cost of bealc telephone aervlco, Mr. Gillan di scovers 

what he terms a "rather large dilemma· -that if the cost of the loop 

12 
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• 1 and the lwttcn I• contldered as part of basic telephone service, one 

2 could calculate that a given customer'• basic telephone aervice Is 

3 "lbaldized even lhc:llq1 that wswmer's local telephone ~ mey 

4 be maldng a profit from that customer, due to aales of other services 

5 to lhat aJitomer. Thls concerns Mr. Ginan. But Mr. Gillan's ' dilemma· ,, Is not real, and is e»lly Lnderltood using correct economics and 

7 COI!III'lOn ..,. ... 

8 

9 8aalc local telephone service In Florida is croas.subsidized by 

10 r8\lenU8S from oCher ..vice I whose pricea ere therefore higher than 

11 they olhelwlse would be. Thus. a aJSiolr.er who buya enough of lha 

12 other services can provide enough mark-up to the telephone company 

• 13 to olfaet lhe aublldy ho or oho Is re<:elvlng on tho basic monthly rate. 

14 Indeed, 11'1 quite common for cuatomara to lubsldlze !hemsalyas 

15 under thla approach to pricing, where me part of the bill is 

16 1.1 ideqlrioed and the OCher part cl the same teiephoiiG bill is CMIIIJl(iced 

17 to help make up lha dilfentnce. Looking at the average revenue per 

18 customer figl.l'es Mr. Guepe provides (Guepe, page 18), lt'a obvious 

19 that cuatomera are aublidlzing themselves in Florida. 

20 

21 Therercn, lhtn'a no 'dilemma'; no.- do we learn anything about the 

22 coat of local telephone aarvice by lumping all telephooe ~U~rvlce 

23 roveooes and costa together In one pot and figuring out whether they 

24 olflet one •IO!hel. as Mr. Guepe and Mr. Gillan propoN. Today we 

• 25 have a runber d services lh8t lA paying the subsidies, and another 

13 
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• 1 181 of aervlces that are receiving the subsidies. If you pool together 

2 the M!VIcel that are paying and those that are receiving, lheir costs 

3 and revenues should more or le&& net out - bu1 that's no reason to 

4 deny that the aubsidies exist in the first piece. 

5 

6 Q. PLEASE SUMMARIZE YOUR TESTIMONY AND CONCLUSIONS. 

7 A. The rriy oonduslon that l1lfled.s 800110mic pr'ooples and the realities 

8 d the tetephol• ~is that the loop, and auoclated fiXed costs, 

9 are a pat of basic local aeNice. Mr. Gillan's claim to the contrary is 

10 simply il'lCOmld. and any such implicatJon that might be taken from 

11 Mr. Guepe'a testimony would also be Incorrect. 

12 

• 13 When the Commission calculates and/or reports the cost of basic local 

14 telephone aervice In Florida, n mull include the full cost of the local 

15 loop. 

16 

17 Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 

18 A. Yes. 

19 

20 

21 

22 

23 

24 

• 25 

14 
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1 u. aaawa.LI llr. Danner ia available tor 

2 croaa-axaainlltion. 

3 C'AUD• J,...C.I Olcay. 

' a. ~~ A'l''T baa no question•. 

S Uo C&llrmoLI I 'a •orry, I J:OriJOt to Ult 

6 hia to do hia aumury, 

7 OWJD!II• .:rc..IIC*t You can d.o a .-ry. 

a w1na. nann• Tbanlt you, Kadu Cbaii'11An. 

9 X' 11 be bl'tet with the a\DIIIary. 

10 The pu.rpoae ot thia proceaclinq, aa I 

11 un<leratancl it, ia to det.araine tbe coata ot basic 

12 local axch&ne~e aarvice . And ao in order to acc011pl1ah 

13 that taalt, - naacl to ltnov what to do witb the coat ot 

14 the loop, and ay taattanny reaponcla to teatiaony ot 

15 two otber wit:n••••• that auggeat that the coat ot the 

16 loop .. Y not be a.ble to be attributed to baaic local 

17 aarvice, but parbapa sboulcl be treated in ao .. .,ther 

18 vay, either allocated or treated in aoaa taahion ot 

19 total revenuea and total co.ta, aa ia auqqaatacl 

20 particularly by Kr. Gillan. 

21 Dl re~nae, I would otter that coat aeana 

22 coat oauaation •• e badr~ principle ot econoaica, 

23 and, in tact, it'a au.cb an iaportant principle of 

24 econoaica, that it you don't conaicler coat aa 

25 cauaa~ion, than the u ... to vbicb coat intoraation can 
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1 boa put in eeonoaic• baeically clon•t vork. 

2 eo•ta eencl aiqnale through price• to tell 

3 people ancl firaa the real conaequancae of their 

4 actiona, ancl if coete aren't baaed on coat a au&Ation, 

5 bl particular, that function of price• ancl coeta will 

6 not work. 

7 I believe there h no cliepute in t.be 

8 ec;~onoaiaa literature aa to the cletinl.tion of· coete 

9 fr:oa thia penpeoti ve. 

10 Aa it heppana, the coat of a loop ie cau•ecl 

11 by plU99in9 a ouatoaar into the network, by givinq 

12 th .. ~eceee; ancl in Florida, ae in .oat etAtee, or all 

13 eUtae, to ay knovlacl9e, aoet ouet011era obta.i.n their 

14 eceeee to the network through baeic local e.rvice. 

15 l'\n"tb-re, that loop ie cleclicatecl to a 

16 particular cuatoaa.: ancl eo, therefore, tbere•e no 

17 queetion froa a coat atanclpoi.nt that the entire coat 

18 of the loop ie a part of baaic local exchan~e earvice 

19 for cue~ vbo purobaae their ace••• to the network 

20 in that faabion Vbicb, aa I eaicl, I believe ic aoet 

21 cuatoaara. 

22 FU:rtbar, other aervioea, auob ae h.ave been 

23 citacl by Kr. Gillan, don ' t cauee any loop coat. That 

24 incluclee lonq cliatanc. earvica, vertical eervicee, 

25 acce .. to voice .. 11, e van n.ontelecoaunicatione ueee 
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1 ot t.h.e tel.one, auch aa or1Sari1'19 tood out or tallc.i119 

2 to an attorney or othu aervicaa that 11.1 • either 

3 provided in part tb:rouqh tha loop or tor vhich tha 

4 loop 11\Lat be waec! to proviela. 

5 None ot thoae other uaea or aarvic.a cauaa 

6 any coat ot tba loop, ao theretora you cannot allocate 

7 or attril:lute any coat ot the loop to thn. 

8 The tera •uaa" or "halpa provide" doea not 

9 duoribe coat cauaation, and ao t.huerora ia not an 

10 aconoaio coat. J!Conoaiata gan.a.rally agree on this . 

11 Tba te.lepbona i.ndutry, to .y ltnovledge, gan.arally 

12 agTeea on t.hla. 

13 I would r ... d brietly tr011 ay rebuttal 

14 teatiaony troa a tilil'l9 aa.da by AT6T and MCI berore 

15 the Indiana Utility Regulatory co.-iaaion: 

16 •a..ant1ally every cr.ctibla aconoaiat agTaea 

17 on thia iaaua. Under baaio econoaic principle• ot 

1B coat cauaatlon, the coat ot a loop 1a a direct coat or 

19 provic11Jl9 IlLS. • Which ia bade local aervica in 

20 Indiana. 

21 •.Indee4, the entire tela~icationa 

22 induatry, incuabent aonopoUata, CIZCa, and IXCa all 

23 agT .. that aa a aattar ot aound aconoaica, the coat or 

24 the l..op 1a a direct coat or pr ovidi"9 BLS. '!'he 

25 entire induatry alao aqreaa that ooapatition ot tha 
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1 local exChange will not cavalop erteotivel" it the 

2 coat ot the loop t. Ulprope.rly allocated aa a joint or 

3 c011110n coat aao.ng BLS and other aarvicaa. • 

4 I nota, vith reape.ot to K:r . aillan ' D 

!i t .. tt.ony, that I bad tb• opportunity to reviav tba 

6 t ,eatU.Ony he gave the other day betore the co .. iaaion, 

7 the croaa-exaaination. I note that Mr. Gillan aleo 

rJ agr... that a aut.criber cau. .. the coat ot a loop 

9 vben he a ubacribea to baaic l ocal aervice. 

10 liO in th,at aanaa I don't believe there ' a any 

11 cti.:pute, at leaat in tile record ot thia p r oceedin<J 

12 aaong the vltnuaea Who have tiled teatillony here, 

13 not.vithatanding What we heard laat wealc at the 

U vorkahop. 

15 I believe in thia record there aay no longer 

16 be any cSiaputa a. to the coat traablant of the loop 

17 and beaio looal aarvi ce . And vhen one ettrlbutu the 

18 coat ot the loop to baaic local aarvice, one doea 

19 diecover the rather l arve croaa-eubaidiea in ratea 

zo that otbar vitn ... a• b4Yo talka4 ab9Yt, and which 1 

21 know have been debated at a011e length in thb 

22 proceeding. 

23 Pinally, I rebut Mr. Gillan'• aw;qaet i on ot 

24 kind of a revenue aida teat tor thia, that in hie a i nd 

25 one abould look at Whether a cuatcnter 1a aubeidhed ! n 

PU:IRIDA PUBLIC S!RVIC'I COMJnSS IOll 



1 total rather than wether p&rtiau~ar Hrvicea are 

2 eu.bddhed. 

3 In aeaenee he • • aUIJIJ•eting that it the 

4 c roae-eu.beidi88 acScS up and eoaehov cancel each other 

5 out, that there•• no probl- or no ieaue. I voulcS 

6 aubait that that ~ant aeaua88 avay the vhole 
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7 pu.rpoae ot the Tel~u.nioatione Act v ith reepeet to 

B 1Ulltinq aub3id.iea explicit encS tindinq explicit aupport 

9 t or th- •• a ..ana of pro.ating ca.petition and 

10 aoea rm>datinq to a aore c:oapetit.ive anvironaent. 

11 Tbat cc.p:Letaa ay euaaary. 

u a. ~~ Mr. Oannm" ie nov available 

13 tor aroaa-ex•aination. 

14 annn• Jl**toPa AT.-T? 

15 D. ,,...,.1111Za AT~ hae no qu.eetione. 

16 cwann• .:r••••aeh Kr. H.anry t 

17 D . IIIIAil MacSaa Chainaan, I ju•t have one 

18 or tvo. 

19 cac.a Ul•tJOI'l'IOII 

20 aY a. awra 

21 Q Mr. DaM.ar, good aornin9. 

2 2 A Ooo<S aorninq. 

23 Q My n ... ia Kialtey Henry, ancS I rap.reaant 

24 KCt . You vera bare v~n Mr. Gillan teetifiecS; 

25 correct? 
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1 I read the transcript ot his taatiaony. I 

2 va.n•t hera. 

3 Q And did you aee Vhera Mr. Gillan in tact 

• said that there w .. no aconoalcally rational vay to 

5 allDCate the ~t ot a loop? 

6 

7 

& 

Q 

I believe I did ••• that, y ... 

SO a lot ot your rebuttal would auqq .. t that 

8 Mr. Gillan 1a incorrect 1n an econoaic sanae because 

g he advocated the allocation or the coat ot the loop ia 

10 not correct. 

11 I don•t believe I au99eated that be 

12 advocated ellocatio~. I aaid that -- I reported hie 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

concluaion that one could not attribute the coat ot 

the loop to ba.eic local aarviea. And th.en be aaya 

don't allocate, but do thia other approach or which I 

apoka juet a aoaent ago. 

Q Are you taailiar with the FCC ' a daciaion on 

the Hay 7th, 197 ordar, I believe, on univarul 

Hrvice? 

& In qanaral tanu1 yu. 

Q And the FCC adopted e revenue banohaark 

vbieb inclu4a4 a -- Vhioh included aarvicea that are 

very dailar to Vh.at Mr. Gillen ia propoainq ea a 

taaily of eervioea in thia docket, isn' t that correct? 

& I think that'• qenarally correct, yu. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Q And did you nota in the PCC ' a or.dar where 

tbey ude the atateaent that, for exa•pla, tor 

vartic.l •arvioea, aince tbe coat aodela 1nclude tb.e 

coat ot a port an<1 tbe port ia where the ooat of 

vertical aarvioea ait, thot you ahould inelu.da the 

revenues tro. thoaa aervicea? Are you faailiar vitb 

that paaaeqe in the order? 

& I don•t recall that paaaaqe. I ju.at don•t 

r-eaber. 

Q 

• 
Do you cUaaqr- vith that? 

What I ottered la.at week 1n the wo•rkahop, 

1451 

12 and whi ch I don•t addreaa directly in thia teatiaony, 

13 waa the augqaation that when a ouato.er 1a aet up tor 

14 ))jaaio local aarvioa, which inoludea providinq a port, 

1 5 aa you SIUJ9Ut, that IIIUIY other oapabilitiea are -de 

16 available to that ouata.er aa a -tter of courae in 11 

17 aodarn telaoo.auniCIItiona network; and that perhapa 

18 tbe aoat aanaible vay to price telecowaunicationa 

19 aervice would be to obarqe the cuatoaar the •ntire 

2 o c<11t or that 1 but lll.ao qi v. tho a 11 thoaa 

21 capabilitiea at the L ... tiaa. 

22 so I tbinlt that•a at leaat aalleVhat 

23 oonaiatent with your 

24 Q Okay. aut, in tact, we're not qivinq th .. 

25 tine Cllp&bilitiaa today. wa•re requirinq thea to pay 
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1 for thoaa capabilities; correct? 

2 a Yea. 

Q One final question: Are you in aCJrSUIAIIt 

4 vith your client' s proposal that va don ' t need to l oox 

5 at a coat IIOdal to det.raine the coat ot local 

6 aarvica; that vbat ve need to do ia deta.raina the 

7 aaount of ravenuea that they receive that are above 

8 coat? ware you b.ar• yesterday vben Mr. s..-n 

9 testified? 

10 U. CDftiiLLI ICr. Henry, I ' a goi.n9 to have 

11 to obj aot to the c.lla.ractarhation of GTE'a position 

12 that va abould not l.ook at a coat aodel i n this 

13 prooeadi119. 

14 a . ....y, Okay. Strilte that. 

15 Q (By llr ... a&'J') You vera hera yesterday 

16 vben Mr. seaaan taatitlad? 

17 • I'a atraid I vun•t. I ha-u-d a little bit 

18 of it over the telephone, but I vaan•t praaant. 

19 Q A.ra you faaillar vith the aathodology that 

20 be an4 Ca.abeionar G4rc ia tallad about aa tar u 

21 aettinq up a 1111ivaraal service tun4? 

22 a I thinlc ao. 

23 Q In bi.a taatiJiony Mr. saaaan badcally aet up 

24 a graph or a abart that eboved the ravenuea froa 

25 several aourcaa, the coats and the contribution; and, 
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1 it Ultal~ up Ul $487 aillion. And then he eu99uted 

2 that that vae t.ba a!IOW\t that GTE needed to be peid 

3 out of the univareal eervica tuneS. 

4 Do you think that ie the correot vay to eet 

!! up a univereal eervice runeS? 

6 a I think to eat up a univereal eervica tuneS, 

7 you n-.4 to .aka all eubeidiee explicit. I think in 

8 th~ proo••• of doing that, aince there are joint and 

~ ~ coeta in the teleco.aunicationa ind~~try. 

10 you'll end up vith aarlcupe on different aervices that 

11 go above What you •ig'bt call bare incr ... ntal coata. 

lZ I think the univereal eervica funding ahould 

13 be baa~ on thot~e pricu, I qu .. a you'd call th-, or 

14 t.plicit pricu, that would be derived fro. the bare 

15 inoreeantal coete plua a reaeonable contribution to 

16 c:over joint and c011110n coete. 

17 I conteea I ' • not raailiar enough with the 

l8 analyele you're referring to to apealt to the nUJibera. 

19 Q Ie it illpcrtant to the analyeie, though, 

20 that you MVe - that you 118ke a deten~inatlon ae to 

21 WMt ie tha ooet to provide beeio univereal aervice? 

22 a I vou~d think IJO , yea. 

23 a ..... .,, ouy. I have no further 

24 queationa. Thank you. 

2!5 czanpy J'Cliiiii8C*I Staff? 
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1 IC. COS t Start baa no qu .. tione tor 

2 Kr. Danner. 

3 CW'DMIY .J~t co .. ieeioners? (No 

' reapoua.) Redirec t? 

u, CUIILLI Mo rldiraat. 

6 I!IDD¥1• .ramuo111 one question? 

"I O **IU:t<*D .n<!O .. I Good aorninq . 

8 lnftPtll DUIIIDt Good aorninq. 

9 ~~ .ncout I ~.nt&nd the 

10 aconaaio artJWU~nta. But one ot the thinqe tt;o heard 

11 consistently -- and not in this dookat, but va•ve 

12 haard a lot troa people is - - and particularly 
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13 custoaera vbo don't use the natvorlt tor all the other 

14 ancillary type sarvicaa. 

15 And the arqw.ant there ls, i' that they 

16 ahould only pay aoae basic, bare bonu dial tone tee 

17 baoauaa they don't usa it tor any ot these other 

18 eervicaa. 'l'ba preble• ie, tecauee ot the vay va 

19 provision this product, they can't do that. 

20 And Wbat would be ao .. auqqa1tion1 About hov 

21 to addraee their conc.rn in the context or thie 

22 artJWU~nt? Beoauaa it va tollov your loqio, they have 

23 to. Thay don't bava any option. They have to rant 

24 thie loop vith all of Ita belle and vbiatlee 

25 raqarcllaaa ot the tact that they don't rully need it 
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1 or vant it. 

2 WlfW&il ~~ Tbat •a a very good 

3 queation, c:c.ateeioner. I queaa, tirat ot all, I 

4 would aqree with you that a ouato .. r who haa a 

!I tal aphona and never uaaa i t, unfort~o~nataly it • • the 

6 truth that the antlre coat ot the loop and aettinq 

7 th .. up tor the aarvice ia atill required, juat aa, 

8 you ltn-, it you - you can ' t buy a car with tevar 

9 than tour tiraa it you don't wa~t to drive i~ vary 

10 aucb, you need a whole loop to reach the network. 

11 l: queaa there are aeveral optiona that one 
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12 oou~d oonaidar that would help that aituation. One ie 

13 that the coaaiaaion could 4etine a particular 

14 aupportad univaraal aervioe tor ouatOM: a in juat that 

1 5 aituatio~ and aay that the ccapany will provide the 

16 aarvica1 the cuatc.ar will be cba~ad ao .. tbinq l .. a 

17 ~ the full ooat1 the dittarenoe vill ba aupportad 

18 throuqh univer .. l aervica, and we' 11 aet that aervice 

19 up in auch a taehion throuiJh, aay, pricincJ ot uaaqe 

20 and oth.ar r .. turaa that it really wouldn' t ba 

21 attractive to a ouatoaer vho von•t uae the phone very 

22 auch. 

23 'l'bat would be one vay you could qo at it 

24 that vould preaarva kind ot e budget aervice. 

25 AnotMr oonaideration t vould auqqeat ia 
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1 focuaing au~ a aervice on people vho are truly needy; 

2 you knov, have lov !nco.... I believe -- I ' ve 

3 certainly aee.n it in other juriedictione -- that you 

4 .ay have aoae nlllll:ler of cuatoaer• vbo are rather 

5 vealthy. 

6 A c l aaaic p.rofile there ia a aacond hoae or 

7 a vacation hoae. You could have a telephone that gate 

8 very little u.eage but vbere the full coat ia atill 

9 incurred, and the peraon vho ovna the hoae ia quite 

10 capable of paying for it. 

11 So I would encourage you to tb1nk about 

12 affordal:lility concerna aa part of that, and perhapa 

13 tarqet or liait that aervice to folka vho vould h•ve a 

14 real need there. 

15 

16 

17 

18 

19 excueed. 

c<WMTUIOJID nco••• Thank you. 

Cl'!QUQW JOB:IIBOllt Redirect? 

JU. auwJILL 1 No, nona. Thank you. 

CllaUJRM JODIOll t Thank you, air . You're 

20 wtftU8 DaJDIDt Thank you. 

21 

22 

23 

(Witneaa Danner axcuaed.) 

oaaupw JOIIIDOJft Sprint? 

24 D . IUIIIlnDIIL t Madaa Chairaan, Charlee 

25 Rehvinkel vith Sprint-Florida. While or. Staihr ia 
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1 qottinq eat up, I just wanted to brinq up a 

2 p.roliainary aatter ralatinq to hia teat bony, and that 

3 would be 

4 C'WI"'O• .:roa1a.s Let .. go ahead a.nd •wear 

5 bb in before I forqot. 

6 (Witneaa avorn.) 

7 Dr. Staibr b&a filed tbrea 

8 piaoaa ot toatiaony, prefiled toatiaony, i n thia 

9 :uatter. 

10 Tho lAIJt one vaa auppl .. anta~ rebuttal, an4 

11 it baa aapa and exhibit• that contain inforaation that 

12 vaa obtaiJ\ed relatively late in the proceeditn9 froa 

13 AT•T and HCI'• contractor, PNR; and va aubaitted it 

14 W'ldar requ .. t tor contidantiality, the ILECa did. 

1!1 lUid ve bad alllted that PNR look at '!:he 

16 into1:11ation to detenaina vbatbar tbey wanted to 

17 maintain confidentiality. And at thia point tho laat 

18 v~rd I beard froa Hr. Batch vae that tbey had not 

19 hoard baclt. 

20 ICil. D'l'al That' a correct, Hadae Cbai1:11an. 

21 I hod alllted tb .. to conaidar ita contidontia 1 atotuo 

22 and to alllto a determination of what could be publicly 

23 released. I have yot to rooaiva a final vord tree PNR 

:<4 on tbat iaiiUa. So at the -nt it ia proprietary. 

25 
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1 .......... lt. eftilDl 

2 wae called ae a v.ltnua on behalf of Sprint- Florida 

3 Incorporated snd, bav.lnq been duly sworn, taetified as 

4 follow.: 

5 DDJtC'll "DifJ'D'riOII 

Q Dr. staihr, could you auto your full n .. o 

8 for the r ecord, pleaee? 

9 • 'Xu • I'• Brian 1(. Staibr. 

10 Q By waa are you .. ployed? 

11 A By Sprint. 

12 Q Are you the a .. e Brian Staihr that hae 

13 prefilad d.lreot taeti-.ony in thb aattar? 

14 • Yea, I aa • 

15 0 ConeiatiiiCJ or 80118 19 paqaa? 

16 Yea. 

17 0 Did you also fila vith that teetiaony a 

18 confidential, BXbibit BI(B-1, coneietinq of e CD ROM 

19 containing BCPM 3.1 an4 the accoapanyinq 

20 docwoantaticon? 

21 J. Yea, I did. 

22 0 Dr. Steibr, r.;erdinq your direct teetiaony, 

23 do you have any correction• or chanqae to aaJce to that 

24 teetJ.Jaony? 

25 J. lfo, I <lon't. 
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1 Q If I aaked you today the queetione contained 

2 in your pref.Lle4 di.rect teetiaony, would your a!Uiwen 

3 bathe a ... ? 

4 Jo Yea, they v:)llld. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a4 

25 

IGl. UDIOII I Madaa Chainutn, at thia tiae 

I would ~· Or. staihr ' a di~ect, pretiled direct 

teati•ony, into tba raoord aa thouqh read. 

,..nn• ol'OUIOIII It will ba ao inaerted. 

a. --'''*'·• And I vould uJt tbat 

L~. Staihr'a Bxhibit BKS-1 be qiven an nuaber tor 

identification. 

,..nn• .JOD'IO.I BKS-1 will be identitied 

aa Exhibit 57. 

(Exhibit 57 aarked tor idantitioation.) 

Q (II)' xr. h!nrlUell or. staihr, did you 

alao prerue r.Wttal teat1.110ny ot ao .. :15 pagaa in 

tbia • 11.tter? 

Jo Yea, I did. 

Q Did your rebuttal taat1•.ony have appended to 

it 10 althlbita labal<"ld DU-1(a) throu(jb IIJ:S-10? 

Jo Yea, it did. 

Q It I aakad you tha quaationa contained in 

your pretlled r.Wttal taatiJIOny today, would your 

anavara ba tho .... 1 

Yea, tbay would. 
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1 Q Do you have any correction• or changaa to 

2 aaka to thia teat i wony? 

3 1 No, I don•t. 

4 a . .. *'**"·• Kadaw Chainlan, at thia tt.. 

5 I would u)t that Dr. Staihr' a pratiled direct 

6 teatU.Ony -- rebuttal teatU.Ony be inserted into the 

7 record u tbouiib r-.acl. 

8 CWSDD* o7'•"1C.I It will be lnaarted. 

9 a . -·•••1'·1 And that or. s·talhr · ~ 

10 r~ttal ~lbita be 9iven -- I quaaa a co~aita 

11 alChlbit woul d be bov you want to do that -- be llllrked 

12 tor identification at t bia tiMe. 

1 3 C!IDDDP o7011"101h okay. What • a the abort 

14 title t or tboae? 

15 a . ... ilii*!.t I quaaa 8KS rebuttal 

16 exhibits. 

11 anun• .r.....,ow, wa• 11 call it BKS 

18 

19 

20 

21 

22 

23 

24 

25 

rebuttal exhibi t, an4 it ' a identified aa 58. 

(EXhibit 58 aarked tor 1dantitication.) 

• · -11*11·1 Th&nlc you. 

Q (IIJ M:r • ...,blraJ) Dr. Staihr, did you 

ala, pretile auppl-bl rebuttal teatiwony purauant 

to the prehearinq otticar•a ord.er in thia utter 

conaiating ot - 10 pages? 

1 Yea, I did. 
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2 

3 

4 

0 Were thare aleo appended to that 

euppl-tal rebuttal teatS..Ony 19 e.xhibita labeled 

BXB-1 thrQU9b 19? 

Yea, but there b no Bxhibit 9, ao --

!S there' • a n\IJl.bU' 19, blat there ' • no i, ao than ar• 

6 actually 18 axhibita. 

7 0 Okay. Do you have eny oorractioau or 

8 cha.ll9ee to ll&ke to that auppl-ntel rebutta l 

9 teetiaony? 
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10 I have one vary ainor chanqe, •nd it'• juat 

11 one word, and it ' e on Pago 2 and it'• on Line 14; and 

12 the vord •both• ahould juat ba OJ;'o .. ad out. 

13 0 With that chlln9•• it I aeked you the 

14 queationa contained in your profiled auppla .. ntal 

15 rebuttal teatS..Ony, vould your anavera ba the aa.ao? 

16 J. Yaa, they VOI:I.ld. 

17 a . auwiM*"•• Kldu Chainaan, I vould aove 

18 that Or. Staihr '• auppl-ntal rebuttal teatiaony ba 

19 inaerted into the record aa though read. 

20 CDDA" JOIIIliOIII It vill ba 1ntlertec1. 

21 a . auwa•••'·• And I vould oak that the l8 

22 exhibit• appendod to hia auppleaental rebuttal 

23 teatiaony ba qiven a -- ic1ent1tiec1 aa a coJIPOdte 

24 exhibit and aarked tor identification at thia tiaa. 

25 cwan••• J••MiO"I Oltay . It will ba aarked 
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1 as 59 and it'• --

2 a . aDI"*"•• Probably BXS euppleaental 

3 rel:luttal exhibit.. 

' C!SJITID• JamuiOIII BXB auppl .. entel rebuttal 

5 exhibit; again, the nuabar ia 59. 

6 (Exhibit 59 aarlte4 t or identitication.) 
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1 4 6 5 

1be purpose of my leslimony islo pul forth I he posi1ion of Sprinl - florida, Inc. 

("Sprinlj ~gatding I he proper roSling method and model 10 be used in 

calculating buic local service costs ncceSS&ry 10 develop universal servia: support 

for Tier l rom panics in I be Sllle of Florida. 

For purposu of calcuiDJiltg rosu bt Mdtr to dntnnbtt upUciJ univusol 

suvlu suppon, llow dou Sprlllt dtflnt basic loet!lttltcommunlctJtlons strvlce! 

For purposes of c:alculoling rosh, Sprinl de lines buic loc311elccommunicalions 

service aa ills currenlly defined in the FCC's Moy f{• Report and Order on 

Uni~rul Service ("Order"),parograph 56. In 1ha1 Ordcr,lhe services deslgnalcd 

10 receive Sllpport arc (panaphra.sln&): single pony service: voice gnade o=ss 10 

lhc public swltc:l •d ncrwork: Ouol Tone Mulri·frcquen<y signal ing or it> 

functional cquivalcnl; aoocss 10 emergency scrvi=: access lo opcnalor services: 

access 10 lnlc~xWilge service; access 10 directory assis1ana:; and roll limilalion 

services for a:rtain cus1omcrs. 

WIID.tls tht poslllon of Sprint rtgording tht proptr costing mttllodolou /hot 

thl Florldtr Publk S1~'k1 Cl!mmissfon should odoptfor unlvusDI scn•lc.• lriglr· 

CIJoSt purposu t 

Sprinl believes Ibis Commwion sl10uld adoptlhc Bcndtmuk Coil Proxy Model, 

Version 3.1 ("OCPM 3.1"), aa filed in Ibis proc:ecding, for U!IC In dc1crminlng 

rorward-lookina rosu Cor Tier l J..£Ca in Florida. I om sponsoring BCPM 3.1 on 
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bcha1! of Sprint. A CO·ROM version or r.he model and the supponina 

doNDcnlation,lndudina the mock I meiJiodoloay. is included o• Exhibit BKS· I. 

A pe:pe1 copy is available upon rc:ques1 . 

The: Aori~ uaiJialun: has determined thai 1 0051 proxy modeli51hc approprilte 

0051lna methocloloay for usc In dctcrminina forwanl·looklna 00511 in the stare or 

Aorida (House 8 1114785 (Section I. 364.02.S (4) (b)). Sprint bclie.-cs the BCPM 

J .l is lbe bc$1 eos~ina melbodolo&Y to usc for tbiJ purr~. since u n:Occu the 

forwans.&ooklna OOSIIIhat ,.'Ould octlltll/y be il'currnl by an efficient local 

provkkr aervinathc resldcnllal and buslncu CIISiomcrs or this l>llle . 

Dou the BCPM 3.1 CG/culalt tht coJ1S that /oall provldtrs hove h istorically 

illcurr~d /11 thr provlllo11 qf btlslc unice to the n .rldtllts of Plorldat 

No. The: BCPM 3.1 ca;c,lates the fon.vmJ./otJW,g <'COIIUtiiiC NJII or pru\ odong 

basic service. Tbe cQloooonlc 0051 dotters from the hislorical or embedded OOSI on 

lbc fotJowina way: 

Coslinatbcory dcfillCIJ 1bc hlstorlr.ol tlr embn/J~d cost or a good or -.crvice u "" 

aQua! reconl or the value of rcaourccslhsl were dedicated 10 I he provlalon or used 

In the production of Chat good or aervia: . In contrast,lhc «MfJtlllr roJt or a good 

or aetvlce Is a meaAn: of the val~ or I'C10UtCU rhat would be uied If thai good or 
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service wtte produced In lhc most c.ffident way possible . 1 4 6 7 

17te BCPM 3.1 docs not calculate lrlstorlcal or em~ddcd costs. Historical costs 

are Inappropriate for use in thi$ cue because even if historical costs could be 

ICCUratdy dcvell)ped tbey would, at best, renect the finn's accounting praC1ice~ 

and investments over time. They would not rencct the cents or providing 

lndividual~ervlcea in t~y's market , i.e., the coSis that a new entrant would race. 

'Ibe BCPM 3.1 calculates fotward-looking economic COSI . 

W11.at, then, Is fon•IGrd-1«>/cJng tconomic cost'! 

Forward·looltiog economic costs are associated with the present and future use or 

resources. n1cy disregard 5UDk CO§IS that hove already been incuncd ond •'l>nnol 

be affected In lhl. future. ("A sunk C0S1 is simply an expenditure that has already 

been mldc and cannot be recovered . Bc:cause il cannot be rec:ovcre<l, it &hould 

have no bearing or inOucnce whutsocvrr on the finn's dcrulon." 

MlcrO«<nomics, Pindyclc & Rubenfeld. 19!19.) n •• ..., fotward-looking C~'OnOmic 

COSis are the relevant COSis for decision-making on the pan or a finn with regard 

to present and future Investment and prodUC1ion. as well u for pricing. 

HMtltt FCC commmud on lh• dtflnltiDn and u.rt of fono-ard./ooldng 

«onomlc «1#17 

Yes. In the FCC' a AugustS, 1996 Order on lnten:onncalon ("Fin>~ Order", 
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portions Of which bave been stayed by the II"' Circuit) the COn« pi or rorward· 

lookina ccooomic: COSI is clelincd u havina bolh an incn:mcntal COSI wmponcnt 

IU1d a shared/common COSI component (Fillil Ordc:r, paragnpb 672. also 29). It i5 

also died u the proper basis ror pricing and is defined as containing a reason•ble 

profit or relum on Investment (Firsl Ordc:r, peragnph 673.) 

In addition, in !be fCC's May 8, 1997 Ordc:r the fCC 51aled that rorward-looking 

economic: cost was the proper measure to UK when calculating federal univci"Slll 

servk:ic support because il wu suffidcntto eruure provision or the supported 

services but nol exc:cssivc, which might kad ro the pro> Ilion or support for 

ineJiidenc:ics. (Ordc:r, paragnplu 223·230). 

Because the BCPM 3.1is a pro~y model. it estimates tbe costs that would be 

incurred by any efficient local provider if thai providc:I served the entire mark.<t. 

A "market" might be defined as the entire Male of Aorida , or n partic:ulnr area 

c:urn:nlly served by an lnc:umbcntlocal exchange earner (lLEC). or a portion of 

the area currently served by the ILEC. The BCPM 3.1 01111nd docs calcu late the 

casu for any or I hue •markel5". 

Why mlghl th• CDSU produ«d by th~ BCPM J.l di/Ju frorn t/rost thatwtre 

'The following are three reasons why these C051S might differ: 
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Fii'SI , Ihe existing telephone network in Flurid3 was constructed over an exten$ive 

period Of time,llld (aciJjties expanded U the popuJotiOD Of the SIOIC grew. 

Coovcrscly, the BCPM 3.1 model assumes tlatlhc entire network is buill ota 

single point in dme. This allows the lervice provider to reallu certain 

"efficiencies" and "economies of >e• lc" thal could not have been realltcd 

historically. 

Secood,lbe lbeoretical nerwork conSiructcd by the BCPM 3.1 uses state-of-the· 

art, forward·loolclng technology. In many cases this is not the same technology 

lbatls cu~ntly being used today. For example, in . rtai.tlocations the BCPM 

3.1 might use tiber cable to reach a CUSiomcr that ls actually served by copper 

cable today. In olber cases, the model may install a digital switch in a central 

oftloe that C::UITCntl; houses an •nalog • whcJl. 

Thinl,the ~phic llyoot or lhe network differs from the aCiual network that is 

in service today. The BCPM 3.1 operates under the following assumption: The 

only part of I he existing network that is actunlly us.:d Is the current location of the 

ccnt.ral offices. (The central oUice contains the switch (or computer) which is 

used t.o COIIIICa calls :0 &lid from customers In a certain geognphic area. The 

cenlral office Is often referred 10 as a wire center,and all customers with physical 

connectlons (cables) (rom their homes or businesse.~ to thai central ofnce ore said 

to be ~ervcd "out or that wire center.") For example.lhc cables tb.t currently 

serve customen In the 1011tbcm part of the Immokalee areA mlglu utcl?d ou: from 

the ccnllal office alona mads, butt he II ::PM 3.1 might place the cables IICfOSS 
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fields if that is a 1110~ economical layout Of lbc: plant. Of COU!lc:, placing cable 

.cross fields might involve incutr:ng some right-of-way oosts that pladng cable 

along the road would 1101 require. This dlfre~nce would have to be Included In 

the model Inputs. However, both sets of cables would originate at the arne 

loculon,the mmpany's cxisling centnl office location. 

Wily dou the model do th#SI things in lllflllflfltr rluu dlHs not rtflm tJ., 

uistlng ntllrorlt:? 

Two rusons. First , quite simply, because the FCC ~quires it. "The Order listed 

.~eve raJ criteria that p.roxy models mU.ll mmply with iJ they arc to be considc~ as 

the c:osting mclbodology to be U.lCd in calculating the fedcn1l ponion of univer.W 

.~ervlce 5Uppon. TbcJc lndudc all of the three above ~asons. A detailed 

de.leription of how the BCPM 3.1 meets all of the FCC's guidelines und criteria is 

Included in the supponlna materialliled witll the model. the document "Model 

Methodology•. and a summarized version of this information is presented below. 

In addition to the.le cri~ria,thc FCC has published additional guidelines for proxy 

models aDd reque$1ed that the models have cenain additional capabilities, such as. 

optim.lution featuiC8 and the ability of the model, if requircd,to usc geocoded 

data. The sponsors of the BCPM 3.1 have Incorporated these 8"idelines and 

capabilitlaa as they wen: made public, aDd the model is in CXlmplete compliance 

with tho FCC's published a;uidelincs for calculating federal unlvusal service 

suppon. 
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, 47 , . 
Do 10f1 btll,.,•tllattllt FCC's fllilltllllu 11.1d crluria,GJtd tlre IIS$umpdo11s 

COKtaill~ tlttnl11, an r~tt 

In general, yu. However, i!lhls CommWloo di5agrccs IS to the appropTUllnot:u 

of some or the FCC's assumptions, the sponsors of the BCPM 3.1an: n:ady to 

work with !he Commission to ln<:orporale inlo the model whatever ehongu 11><o 

CoiJlllll55ion concludes are eppropriate for Florida. 

Wllat Is tltt su011d rtGSOII lilt BCPM d«s ,.,, rtfltctth•hlstorictll or book 

cosu of tilt ulstlJtr ~tn><'Orlc t 

M ~above, the exlsllng network evolved over a loog period or time. 

Historical ~r book COSLS reponed over many yc.tJS do 1101 n:OeCithe crrlcicodcs 

that can be rullzcd today in the provision or basic service. They also do no1 

o'COcCI the realities or loday's market wilh I'Cpnlto, for uample,labor costa. 

!nO Ilion, environmental C01l$1raints or 1 host of other cost ·affeCiing raCiot>. 

WliJ is II l8oporf411t,/,._ tltt pti'Sp«tlvt of dtl'C/opillf 11 c:ompnlli••t marktt 

dull~~~ cosu IHdtvtlopd"" afonnud-ldlnr IN:slst 

True racilitles-bued competition can only come to all •n:as or Florida If explicit 

universal service suppon Is ponablc and sufl'icientto compenute potcntlol new 

provldtrs offerina ~ervlce over their own fac:ilities. II is imponantto ,.:tthe cost 

ri&bJ wilh I'Cprd to wbal COSis a oew provider would incur on a coing.rorward 
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~In ordcllo provide the new carrier with propet incxnllvc 10 cnlcr lhe vario115 

The cost of b.ulc lclcphonc aervlcc Is primarily. and, in rural areas, almoSI 

comple1cly, detctmincd by lhe C:OCI of I he loop. (Aooordin& 10 bolh proxy models 

died In lbc FCC's May 8'" Order, in many areas the COS! of lhe loop aa:ounls for 

III01'C thaD 90*of thc 0011 of basic aervlccJ The loop is lbc actual physical 

COMCCIIoll between I he lclcphone company's central orne., or swhch, and I he 

cuslo;ncr's locallon. If 1hc c:os1 or I he loop is cstilmled inco~clly, il i• likely I hat 

The C05I or the loop Is dclcrmlncd primarily by lwO fiiCIOR: dtstanc~ om/ dt'nJIIy. 

Dlsta~K~ affects OOSiln the scruc: lhallhc further a eus~omer is •hualed from lhe 

lelepbonc company's ccnlral offiCe (or \V.-ilcll).lhe mon: cablc lhal i- r<quorrd 10 

mad! that customer and lbc hiabcr the COSI of the physical conn«:~ ion. Dtturry 

affects C0S1S in the KOSC that If I tn:ncb muSI be dug IO piiiOC lhe cable n:quin:d IO 

serve the I'Cildeols vf 1 new aubdivisloo,lhalln:nchlng c:os1 is smaller ~r 

customu or pu line If I he subdlvllion Krvcs 100 C\ISiomoR In a aquan: mile 11tan 

iJ il ICIVCS 20 CUIIomenln the umc aquan: milo. 

Both or lbcsc,disulll« llllddoulry, in tum depend on when: I he model usumca 
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cuSIOmers are located in n:llllion to lhe cenual office, and located in n:lation to 

each other. 

The BCPM 3.1 Jw an exlensivc and detailed algorithtr for cn:aling SCNing areas 

and locating CUSIGmers within the seNing an:a (kn<'·,..n as the ultimart grul) which 

is dc$aibcll in dcllilln the Model Methodolog• (sec Exhibit BKS· I). This 

IOC&llon =thodology. which has been valid! led Sllli5lially, is based on both 

forwatd·looklng engineering criteria and the 5lrong com:latioo between fOld 

mlleagc and population distribution. Jn the process of building its network,the 

BCPM 3:1 docs not make unn:allslic assumptions or adjustments thll can distort 

tbc: dislancc and density or customers. Standard mod<-lu•g conventions allow for 

minor adjustmenu to be m1de for the sake or sin.pllclty and n:gutarity; however, 

the c:ffc:ds of these adjustments an: quite small. 

In addition, as lmportllll as customer location is, equally important is conJtructing 

lhc approprlale network to lhosc locntiOJ,s. The BCPM 3.1 builds an efficient 

nclwork by maximizing lhe shared pon ion or the nc1work route. by cn,uringthat 

both rural and urban customers n:ttivc the same quality or service through the 

same technology and by opdmlzing the layout of the feeder routes to minimize 

lhc:irdistaooc. Feeder cables an: a key part or the loop. they an: lhc large cables 

coming dlrc:dly out oflhe central orrlce. Fecdcrablu eventually branch oul intu 

"distribution" cablea which In I urn branch out to "drops". Drops are thoK 01blcs 

lbal actually COMect l.hc distribution cables 10 houses •nd busincsse.\. 
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By ICCUralely Identifying customer location, and building an crflcicnt octW11rk to 

tiQc locations, the BCPM ICCUratcly CSiimatcs the cosu lhat an crr!Cknt provldcl 

wt'Qid inc:ur in the provision or buic scrvi~ to an entin: mukct . 

Is lit• BCPM JJ o Florido·SfHdjlc modt/7 

The model platfonn (algorithms, equations. etc.) is generic In that the Slructurc or 

the equations will not change rrom 'tate to state. A very simple example would 

be, Ozblc LDI&tll U. Fnt • but ailed Cost of Ozblc per fOOl • Ozb/c llnoarmmt 

wbicb bolds no mallet what 1111c II being proc:nsed. However, because the CGb/c 

Lc.nfllt is Florid..spccifte, &nd the lnstGtled Cmt of U.blc is FloridHpcciric,the 

resultin& Ozblc lm'Uimt'ntlltlll be Florida·spcrifiC. 

The netwOrk tbao the model builds is Florida·spcdllc ror two imponant rca~>ns. 

The model uscJ extensive Flor/Ju·sp«lflc geographic dar a that rcnca• the 

pb)'lical conditions In which the nct,.~rk mUSI be coi'SIIIICied: 50ilt)pc, clcplh to 

bed rode, water !Able clcplh, tolopc variables rod hardness, etc .. 11111 on "'trcmc 

level or dct.ail . All or these location specific varioblcs imp.Ktthe 0051 or 

provldina; bulc telcpbocle acrvlcx. 

Second,the model'• user·adjuatablc Inputs have been carefully chosen to rcOe<.t 

not only locatlon·spcclric issue& (sud! u Florida maintenance expenses and 

plactmcnt COSII) but to rcOcCithc way that the network is oon•truacd In ~lorida 

(for enmple, pcrccn1 or diSin'butlon cable that iuerial versus undtrgi'O'Jnd) 
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""' tJ1J cifthtlnpuiS in the BCP!tt J.J Florida SF"Ciftc? 

No. Just as rhc values or cenain inputs should and will change from IOCDiion to 

location, others will not. Sprinr is also sponsoring lbc resaimony or JU:nr 

Dickerson in this proceeding, and Mr. Dickerson's teslimony deals extensively 

with BCPM 3.1 lnpu1 bsues. 

As with any mockl,lbe aC\:uracy of Jhe cosl es1lmarcs will increase as lbe Inputs 

themselves are relined. Since some daiJI such as vendor prices and dtsoounls may 

be of a proprietary nature it may be necessary for lhe Commi~ion 10 involve ilsclf 

in the IClQUisltlon of Ibis dala from tlrc companltsthat actually Uf\'C! Florida, 10 

ensure lbatthe COSt figun:$ u$C:d un: Aorida·spccific, precise:, supponoblc •nd 

suffidcnt. 

However, ills imponanl for 1bc Commission 10 note 1ba1 occurale ~ urirruuion 

is no1 solely (or even ;>rimarily) dcpcndcnl on inpul values. Accurnlc cos I 

eSIImalion depends on lhe validily of !he relallo115blps thai uc buill inlo lhe 

platform of any forward· looking COS! model. 

You mnrtit111td n~rllu th1Z1 tht BCPM JJ t stimlflts tht forward-looldng 

economic cost of pro!liding IHulc n r>icc. Dots tlrls mran th6 modtllgnort.r nil 

historic or uistlng cost data 1 
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No, 001 at all, nor should il. 

Economic theory docs nor, a priori, preclude rhc coMidcration of all historic 

COSIS, in partlculu, rcccnlly incurred c:osts in a rorward·looldng economic C0$1 

teudy. AIIIIW h dcnwlds is !hAl !he costs used in sudl a study be represen!Jitivc 

or fururc c:osts. Wb.cthc.r hisroric or current eos1s arc a good approximarion or 

forward-looldng COStS is an empirical issue. Indeed, co II&UC orhcrwisc-i.e., 10 

exclude any llOIISkl:ration or cunene costs in a forward looking sludy-lead$ ro !he 

absurd conclusion that none of the available empirical data should be given any 

v.'dghr in 1 forward looking cost srudy. This wou.ld nor t)nly preclude rhc usc or 

all ex!Siing data, bur all forccasls based on historic dala , in essence: reducing 

forwanllooldng c:ost studies 10 pure gUC$5Work. 

To a1XUI111cly cstlmalc fulurc COSIS il is vilallo ll.ke inro accounl AS much 

infonnerloo as possible. In many inslanocs, existing or historic clata is a valid 

indicaror offururc cosrs. This, or course, rcquircs a careful analysis of I he currcnl 

or hisloric da1110 del ermine wl..:rhcr il Is rusonablc 10 ex peel I hose co~•~ 10 

continue 10 be incurred, and al those levels, in !he fururc period being modeled . 

In general, embedded lnvcstmenllcvcls are 001, arlcast for ll.ECs, a good 

Indicator of futurc invwmcnr lcvcls. There arc several rcHOJU for rhat. First , 

embedded inv~tmcnl includes rcchoologics lhltarc obwlerc, or, alleasi,IIOIIbc 

teclUlOioafel used in the forward-lookina nclwork. Su-ond,rhosc embcdckd 

investments were Incurred over a long period or rime - some over 2010 25 year$ 

•• 
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qo. Even if the tcchoology had n01 chiUiged, inOation and labor costs (for 

mst.llation or plaa:mcnt) would render tho$e embedded values a poor indicator of 

future <l0$1S. For that reason, in the BCPM 3.1 we have relied on current 

equipment prices as the best indicator of forward looking invcstmeru costs. and 

tOially dimprded book or embedded investment <l0$1S. 

On tbc other hand, cum:nt openting expense data is in most inStances the best 

indicator we have of future cxpeuse levels. This is because operating expense 

data captures cum:nt experienced costs in performing a function. For enmple, 

we can qll&lltify the expcDSC$ we incur in maintaining digital switches 'nd fiber 

transmission fta1ilies. There is evei)' rca50n to believe that these expen~ levels 

can reasonably be used as an approximation of the expenses we will incur (or 

anyone serving our mJarkct would incur) in I he nc,ar .. l t nn for those :i-Qmo: ;u."tivilie-s. 

Using maintciWIOC cxpcnscs as lUI example, the beSI basis Cor determining the 

forwanl·looldng costs of any company serving the Sopchoppy area is to look 3t 

the main"nancc expenses of the company that actu•lly dncs ~~Crve SopciK>ppy 

Contained in thAI company's costs arc the effects of the conditions under which 

any company would be required to operate if il served Sojldloppy. That is nolto 

imply that adjustments toexptnsc: levels might not be ~ry. llowcver, it i. 

clurty bcllcr to usc existing data, adjuued for known changes. rather than n:ly on 

pure speculation. 

lt1NII rulhlbtu, crlurlll, ere. "'U6 u.std In dn·~lop/111 tlr~ BCPM J.l ! 
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The: florida Legislature hAS not,lo date, provided specific guidelines or criteria 

for the ptOICY modciJUbmiued for usc in c:alcubting universal service COSIS. Thill 

is not SAy thai guidelines do not cxis1. In the FCC's May 8" Order on Universal 

Servk:IC the FCC listed spedfic criteriA for any proxy models put forth as propo!~ed 

CIOSiing methodologies for univrrsal urvice support. 1llesc criteria are liJied 

below (In paraphrased, summ&l)' form), each wilh a short discussion or how the 

BCPM 3.1 meets lhe specific cri1erion: 

1. T~nology in tht' modt'l must~ lt'DSt-ctnt, moM-t'fficit'nt, and 

rrtUOMblt' for providing supported services. ltctual wire centu locations 

must ~ used. Loop technology must not impcdt the prmoision of ad>VJnccd 

servlus. Wire ccntu lint cowus should equal octUDIIint counts. Tltc 

model's avuagt loop ltngths should rcPtet actual a>•uagt loop lengths. 

BCPM 3.1 meets all these: criteria by using orJy forward-looking 

tedmology, by opcimizing as the ne.worlc is buill. by .wuring the 

cat)llbilhy or providing advanced scrvicu, by u5ing actuol wire center 

local ions, adu:al wire center line counts. and adu:alloop le.ngths I! 

available to a.djust inve5tment. 

2. ltll naworlt funct/OIU or clt'mmts n~ to produce tilt supporrtd 

Jt'MCt'S must havt! an associated coJr. The BCPM 3.1 oontoin• • eo<t for 

each ~twork element oon~incd io baslc serviCe. 

3. Only long·run,forwtJrtl·looking «onomk rc>:rtf may~ ln:lt1dcd. 

Em~ COIU 111ust ~ignored, but the modt'l must ~bused on actuul 

t6 
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pulduur price for facilitlu a.nd equipment. In the BCPM only forwanl

looking costs ate calculated, embedded costs play no pall in the model's 

algorithms. Aclual purdtase price5 serve 115 the basis for model inputs,as 

Is consistent with lhc FCC's May 8"' O.der definllion or rorwanl·looking 

ccooomiecost (Order, page 124, pa111grapb 224). 

&tt! of rc111rn must be 11.2.S'lfo or a state'$ prescribed rate of retum ['>' 

lntrasra~ suvlcu. Rate or tetum Is a user-adjuJtable input in the BCPM. 

the II$C1 is able tow the value at any level, including 11.2S%. 

Economic livu and {uruu: n~t sol•<as~ p<!Tantosrs wlrhin tilt FCC's 

aurlroriutl ro11gr mwr be used. As whb !'lite or tel urn, economic lives and 

future net salvage petccnlages ore all user-adjustable inputs in the BCPM. 

A user can set lbese variables to any desired levels. 

T1tt mtXId ntUJI includ~ u/1 bus/nus 11nd rNidcnu lines, lnc/udiug multi· 

lint busJnul suvicu, sprclal occus, privatt lines, & multiple rtfidtnl'~ 

lines. BCPM 3.1 lndudes oil of the above, plus the ability 10 use actual 

wite center line couou for single line residence & business, mulli -linc 

teSidencc nnd business . special •=6~. ere. if the:.c count• nrc •••ollahlc. 

RCIISOtl4bk oll0t:11tialt of joint oltd common costs ww be included. 

BCPM 3.1 allows the usetto input chher a common cost factor or a per· 

line expense figure. 11>c model Includes a n:uonablc (and uoc:r· 

adjustable) allocation of joint & common costs. 

Tire model, oil underlying dJJta, {ormulut, compmorions, so{lwure must bt 

owlloble to Q/1 inreresttd portl~s for revitwk ommtnt. Duw mtat l>t 

vrrl{UJbl~ t~~glnariltg onump1ions rcosorroble, outputs plausible. 1111: 

17 
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BCPM 3.1 is compleldy open and available 10 all panla. All 

preproces.slng of dalt induding compu1er code, algorilhms, e1c. have been 

provided 10 both the Aorida Commission s1aJf and lhe FCC. and arc 

available 10 anyone through the BCPM wcbshr www,BCPM2.COM. 

1be model uses public dala (Census Bureau da1a, BLR wire cenler 

bowwlaty dau) and all dtla, computation<, ronnulae and algorithms are 

100~ ~rifiable . 

Model must CO/Ito in the ability ro aJJmlnc and modify ~ritlcal asswr~pr/OIU 

and mginecrlng 11rindplu . 1be BCPM 3.1 allOW< a user 10 modify all of 

lhe specifiC variabl" llsled in the crileria plus hundreds of other user· 

adjuSiable Inputs lbrough simple drop down mc~us or lhrough direa 

ac:ccss to BXCEL $f!readshects. 

17rc lfiOIUI ruur de-average support culcufarions 10 tile "1re «nrcr It!> or/ at 

le.ast and, If feasible, to evC'n smaller ouos such DJ a Ccnnu 8/od Group 

(CDG), Census 8/bck (CB) or grid ct/1. BCPM 3.1 provides e.uimalcs of 

univcll81 service COSIS for area.\ aJ small u variable grids, which arc 

signlficanlly smaller lhan • CBG or wire cenlcr. ll~esc individu•l grid 

oosu can Ibm be a~ pled 10 the census block group or the wire cenlcr. 

AI what l••·tl of g«>gl'tlphlc dl/411 CDn rhe BCPM J.l prov/dt the fon.·o.rd· 

looldn1 cost of basic localtdteommunlcodons suvict? 

Costs in the BCPM 3.1 arc calculated alan lndh idual grid level snd then all he 

lSi"' Pled up 10 various level': censu~ bl~k grvup, "ire oenlcr, denolty mnc. 

18 
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company, state, etc:. This provides the Commission with the large$t degree of 

Ocx.ibillly wheo detennlnlng lhe level at which support will be calculated. In 

addition, it allows for the Identification of hlah<OSt •pockets" within more 

standard areas. For example, within the Tavan:s win: center there rnay be sp<clfic 

census blodc StOUps that are VU'J hlah 0051, yet the average COS! in Tavares miaht 

be $ignllicantly lowu. 'rbc lcv"l of cost dct•fl ~eloptd In the BCI'M allows 

targttlng any hlah cost support to where it wou.ld be most appropriate. 

Dou this cottdMde JOUr tutimOifJ1 

Yes it does. 

19 
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BUORE T1JE n.oRJDA PUBUC SERVICE COMMISSION 

ltEBlnTAL Tf.S"ltMONY OF BRIAN K. STADIR 

ON BEBALP OF SPIUNT·FLORIDA, IN CORPORA TED 

D0CKrT t l0696-TP 

SunMBERl, tnl 

7 Q. Plcue Jtatc ,....,. aaat, tide .. d bNsloca addrua. 

e 

8 A. My n:me ia BriM lC.. SWbt. I am employed by Sprioa United MaNaement Company 

10 ("Spriat") as Jlquletcxy l!oonomiJL My bwiness lddn:a is 4220 Shawnee Mission 

I I 

12 

P111cway, Suite 301, Flhway, KS, 6620S. 

13 Q. Art you dte -• Bria 1 &altar wbo nled dlr«Jttltlmooy In thiJ pro~eedlna on 

1• Aupst 3, lnlf 

15 

te A. Yes I am. 

17 

1 a Q. Wllat lt dtc parpou ol yoar ftbuual tesllmoay! 

18 

--

20 A. ln my rdJuttal ~ I eddress apcc:lfie points raised by Don Wood with regard 10 the 

21 HAl Model Venloa 5.0., liled In thlJ proccc:ding by MCJ and AT&T I alao address ccntln 

:<.2 comment~ made by Mr. Wood rcprdlrc the Bendvnatk Co 51 Proxy Model (DCPM) 

23 Venlon 3. 1 u filod by Sprin1 

24 
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PlcaK provid~ a naaary ruttmtat of you rd)tlttal taU.oay. 

Conuvy to Mr. Wood' a IWcmc:nu. !he HAl Modd is noc ""the most ICCUtuc llld rdaa.blc 

.-• or deYdoPnl eos~lnConnatlon (Wood ~ p. 3 ). In the puciCYUal montlu. 

lipli&ant problernl have been klentillcd II bo4h the Fcdcnl and lUte l~b rq.vdang the 

loCCW1II:Y of the HAl Modd S.Oa, u filed in thiJ proceccliz1a. These problems have 

apecifiaally involved the HAl Modd'a preproceuina. QlJtOmerlocation alaorilhma, netWOfk 

COiliU\ICUoo alpi1bms, llld vanou• aaumptlons built into the modd llld the modd 

aponaon' values r~ oetWn wet-ld'}IIStlblc inpuu. Sevt!al of theK problema are dl!!Qutccf 

in the lcs!lmooy that foOowa. 

Ia bll C.atlmooy Mr. Wood llstt two acata, Kcntuecky and LoulJiaoa, whuc the 

Commwlont ebote co rt>y oa the llAI Modd for USF purpota. Do these two 

dtcbloiU provide evldeoce that the problmu you mention above wert or no concun 

to tllae Comralulou1 

AbtoMely DOL It is important 10 Wldenllnd that I great deal or i.:onnation and anal)'1'J 

reptdina the HAl Modd bu come to light of11y in the puc few montht Thos as W.ase a 

latp portion of the infonniiJOCI uaccl by the HAl Modd in iiJ preproc:ellina llagtt wu only 

mado avU!able to puties (und« ocdet of tho N~ Commiuion) in Apnl of this yc&t I 

spoc:illc:aUy refer 10 the pocoded locations that are plaecd within main and ou11ia clusters 

These clusttn are then uaccl by the HAl Modd 
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by the HAl Model and mA4k several u parte p~"CSCDWions to the FCC These a partt 

pc :1 marioN oullinocl bow lllil infonnatlon iJ uJod in the HAl Model pr~ and 

cwtomc:r locarioculaorithml (Sprinc FCC a pGI'U(a). April 17 ·lO, 1991) 71w.Sit 

doat-~ dtat 111 ntral anas tJw HAl Madd sys:OifDIJaJIJy tmduurl-u 

tJw d/Jpcl'61otr qf t:tiSIOirfn1 As a ru¥11 qf this lllldtrutilftt1fi011, the 1/AJ pt'Odllcu Ius 

dJstrlbtd/Oft p/Dnl than tJw-thai~ actiKJI/y N nu.dtd /{' provldtl urvlce to tht 

""*" rr /ocatkwu tJw .odtJ f*IJ'O'U to ...-. 1 [Footnotes are included u endnotes in 

Ffflb!! BKS-IA) AU alt!ao a JlGi'1" documents are on record atlhe FCC. and I have 

inc'· ..w aewnl of the cloc:umeniJ hero u Exhibit BKS-2. 

Did tile Ktatodq ud LouWaoa Commlulooa ban ae«a> 10 thue a JHUU 

prc:Kotatloa dKDIIlalla? 

No. The Louisiana proccedizla to whldl Mt Wood refen took place in we JIJlU&I)' (IIlli· 

30). The Kcntudcy pro c =• ~•nato which Mt Wood rc:fcn took place 1.1 the besinnil18 or 

Mardi (313-6). 

AI tile llllle or tile Kauudq ud LouiJiaoa proceediDp, did any par1)' to tboat 

proccedlop llave a«a~lo lilt lnronnallon lbat auvcd u tht buiJ ror thoat a JHIIU 

prutalltloJUT 

No. The WOnnallon tbat IJeMid at the buiJ Cor lhote documcnu Ia houJod at the oconomle 

raatdlllm ofPHR .t. Aaoc:htes in Jcnldnlown, Pcnnaytvanla Until April I S·l7, 1991, 

no p&rty odatr tha PNR had boa1 allowed ecceu 10 tbat infomwion 

) 
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2 Q. B.- did tile PCC rap a ad co .. ae a JHIIV pracatatloaJ! 
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4 A. 
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Followin& t'- prac:nta~iolll tho FCC produced ill own analyJis of the HAJ cwtomct 

location aJaorichm conducted by Jcffi'cy Prbbrey. This analyJia and Sprint's rcspot\IC to It 

are altaebod u Exbiblc BKS-3. The raulu of Mr. Prisbrey' a analywb 1Uppot1 Sprint's 

ftndinp· Thll the HAl Modd method "Undc:ratimalu the diapenion- or cwtOftiCII' locatiom 

(Prilbc cy pap 3). Accoi dina to Priabrcy, this underalimalion is ,_ CC~taM w!ICft 

ckuten c:oaJisl ot 1111111 numben or c:wtomcn. u is often the case in runal arcu This 

undcrcslimll1on cauxs the model to build lnsutl'ocicnt plant. bccau.·~ it builds to loc:ations 

thai are doter coacthcr than the customen' actual locations 

Can you co-~•1 oa b- rllb W omt1tlon wu rudved, or u.~ lmp• ctch b 

lafomt~lloD bact, lD aay oU1cr atate pro«edlnp ! 

In Nevada, Costilla Dockd ; 96-9035, the Nevada Commission initi&Jiy chose the IIAI 

(UN£) costina with the intent co abo ute the modd (II( univaa!ICivicc JlOfiiC*I (US F) 

[Nevada PUC Opinion and Order, March S 1998) When it wu pointed out in the 

ptoceofU\1 thai the FCC had ~ed the Hltfield Model J.O. the Convniulon moved 

toward the HAl Model S.Oa, ep!n with the intent of uaing the ~I for both UNa. and 

UST' [iblct.]. Sprint then filed 1 ~ whh the Nevada Commiuion discuui113 the HAl 

Modd '• customer loca1lon ll&orilhm a.od the FCC analyJis disa11aod above [April22, 

1998). In a ...t.oquenc onkr, the Nevldl CoiMiiuion dcclinod to albmitthe HAJ modd to 

• 



1 

2 

3 

4 

s 

Cl 

7 

a 

) 

10 

11 

12 

13 

14 

IS 

ICI 

17 

ICI 

'" 
20 

21 

22 

23 

24 

Q. 

A. 

1486 

lhc FCC to be uted In caleulatlna unlwnal servlco lllppott (Dockcc97-S01S. Nevada PUC 

Order, May 14, 1991) 

Ia Minneloca, ahJ!oel&h lhc Mimctou Public Ulilidea Commialon lj)J)Cil'ltO have ldopced 

lhc HAl Model foe lntcn:onnec:tlo and UNE luuca, the pRiidlna Adminiaratiw Law 

Judp iaued quadons lbout the modd on July 16, 1998 dinoc:lly rdated to this 

Ullllatluildiaa iDle Specifically, the AU has uked wflelhcr the cllMbution plane 

CIOIIIII\ICI..t witlin ach c:lwler lhould be extended fUrther (111CRUed) in order to oome 

riolcr to lhc __.amount needed to provide IUvico to purpotted customer local ions. 

[State ofMinnclota, MPUC Doc:kct No. P-442, S231, 3157,466, 421/CI-96-1540) 

More •ecatdy, in lhc awe olWuhinaton. the Wuhlnasoa UTC iaued a bench requat 

ulcina both moclol190tla0f" to make adjustmenu to their models. Spcc:ifi<:ally in lhc eae or 

lhc HAl Mocld. lhc Commialon uked the HAl Spocuon to make ooll'eCiionl that would 

eddrca lhc isalel raised In the afOI'CIII1Cftlloo PriJbrey/FCC analylia rqanlinc CUIIomcr 

ditpenion (WuhiJl&toa lfrc, Unr-mul Servlco OocQ IUT -98031 (a). August 26, 1998). 

Dow doa tlallt.ronaatloa ap~y to Mr. Wood's tcttlmoay, ap«<llcaaly the cltcr on 

pa,ct' ••d 7 frelll tlae dtds*'' or tbt Ktntud<y and Loublau Colllllllulouf 

The c:itca &om bolh Convnlllioo dec:bions refer to tho liAJ " locating customers" (Wood 

Dirocl pep 6) As awed iD my direct tatimo11y, there is no qucatlon lhlllocatlon 11 a key 

clnwr of 0011. How.vcr, it is not enouaf1 for a model to "loc:ato" cuJtomcn. boot II" a 

model mwt a1ao ,_ lhllloc:atlon lni'Of'lllallon when blilldU. the netwoc1r and caiOIIflina 
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c:osu. If a mocld *locates* customcn but then Cail• to usc 11\at i.Uonnation. there! is no 

.tvanuaoto locatina c:wtomcn. The a,_., pracnwlons auaehod dcmoostn.te how the 

HAl M.odel'a peep c : M"a ~pores .aual customer locations when it COftSINCU a octwort 

iD runlar-.a. The rcUt. puticularfy in runl ...... Is &II ~ oC the able n:quind 

to eerve customen. Henoo, the HAl Model is 1101 the ·moll accurate and reliable mean•" or 

0011 atimation fOr USP purpoaca. 

0.C. die 8AJ M_...- aur:1ded cut-tr loulloa laforaatloa wiiN It coan rv ·u 

IU a cnroftf 

No, it doea 1101. Ococodod locations are only used in the model · 1 prqlfoccssina to 

determine whldt customcn will be eerved toaether. Onc:c INII hlu been detcnnlncd, 

acocoded location W'onnallon It newt apln used.1 That is why the HAl model produca 

lcsa plan! chao b KWally required to eerve customcn 

SiDce tllr 8AJ Modd dea 1101 buDd to actualloca,lotu, b tbtn • •lplrlc:aal 

adYaataae to ualaaatOCOCted latonnalloa jute to ddtnnloc wblch cuuom~ will bt 

Hn"ed toadlatr, u II clotle Ia tilt OAI Moddt 

Not really. The BCPM conslda eel usina aoocodod data and rejceted the idea for two 

apeci1lc: ,__ 

f' It'S!. it b imponant to IWiia thM &cocod'l/18 is Cat from an c:uct ec:ieoc:e. The 

latitudcllolllJitudo c:oordinatu auigned to any given street addrcaa c:an vary lisnillc:antly 

6 
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&om ~to 1 11 ca ~c:r. cspocbDy In Nral areu. A simple C!lWTiple oflhis iJ shown in 

2 Exhibit BX.S-4. Oo lhis lhcd wo haw till acNal Florida III"CCI addtaao !hal haw been 

3 JeO<"l \led by CWO llq*"IIC l)'ltCml. M you Clll -. cad! of the syslCIIII hu placalthe 

4 cwaorncn in a vuy ditl'ercnt localion, despite the fact that eadll)'llem clulitlea this point 

5 u a "IIRICt addtal", tho l!ncst loYd or scocodina availlblc. Acconlina to the HAJ Model, 

8 cad! ofthae addl 1rlt an exact location. Tho q.-lon !hal rr:mains, ~.Ia, which 

7 of thae exact locado111 Ia rip? 

~ 

I Second. in nnJana (the 8I"CIU of"- COhOti h for uma sal rc:rvioc purpok ) lhaiiii"CCI· 

I 0 addtua bd dala pnenlly docs - cxiJI, and the dala !hal doc: Wst iJ often or 

11 ~quality. Sprint recently filed commenu at the I·CC that explain how the u~e or 

12 10m• goocodocl dala in a COli modd Clll oRen be wcnc than using none at all A copy or 

13 thae COIMitUU is &llaCbocl u Edliblt BKS-S. NOIIdhdeu, the BCPM iJ capobl~ or using 

14 goocodocl data, u RlqiiCSiocl by the FCC. to wiiPI cuatomen to areu which would be 

15 aroupocl IOBothcr to ronn rcrvina arcu. much in the wnc way th<' HAJ Modd sroups 

18 eus10men. For lhis ~Sprint unck:rtooe an an.· lysis to determine cx.acaJy how 

17 tmldl cli1fertftcc it would mate to usc aeoc:odcd dai.L The result or the IJ\IIyllr lhowcd thai 

1 a it makes ~ liule dill"CidlCC. 

It 

20 Q. l'lcaH describe dllll aaalyW. 

21 

22 A. M I IWod carfic:r, tho only way the HAJ Model uses aelual c:ustomc:r locations is to 

23 determine wtlldl cuatomcn will be ...-voc1 in which clwlc:r. The BCPM buoldo to ueu 

24 aJiod t;rlds. - dutten. and CWIOmCn are uaipod tO &rids tlnugli a delei!cw! alpitlvn 

1 
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t ~in lhe BCPM Modd Mcdlgd..,_. Sinc:eallgrids an:bucd on 111i!ude .. xt 

:z loaailllde. it Ia allfliaJII{orward proc:aa to uae ~ eootdlNies of geocodcd 

3 poinu to wlan CUJiomen to gricb and proceed fiom tbere. Thil of coune wwnea lh&t 

4 aood l&tituclet1onaJtude data eWtL 

5 

e ID thil ~we \OOk 3 llfl: c"6c wiR cet~tcn fiom Sprint's opcndnatamory in Flori~ 

7 foe whldl we had I'CUOillbl"/ sood px:oclcd cWa. The 3 wire cet~tcn wue lnvaneu, 

8 Beverly Hllla and Avon Park. The total number of Una ICfVeCI by theM 3 wire cemcn is 

II afiahtly 0'.'1..,. SO,OOO. URn& actual c:ustoma- loeallons, we usljll'...cl residenc:a and 

10 ~es 10 l11icropida. From lhal poinl, Jnicrosri41 were egreptocllnto ultimate srids 

1 1 usifta the IWidanl opp oadl, and the modd was rc-n~n. In some cues the new ulumate 

12 picb dilfered from the oriaiii&J ultimate lricb because the new pbccmcnt of customer 

13 locati.ons CIUied the mlc:totlridJ 10 be ~loci differently. In other eases, the gricb lillY 

14 have remained the 111110 but the actual CUJ!omct COWILI and clispenion of customers within 

15 the grid ml)' haYo chanp!. Our aoaJ wu to ddermine what COJU and cobk dlJ:totr«s !be 

18 BCPM would ptOduee usifta lhe pococlocllocations, and bow these c:osts and c1istanccs 

17 would compare with the IUndanl BCPM rauhL These resulu are shown in the table 

18 below. I have aulldloila more clel&ilod explanation oflhe pococlill8 and placement proc:eo 

1? u Exhibit BKS-6. 

20 

21 

22 

23 
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2 

3 

Inverness 

Bcverly Hills 

AvonParit 

S Inverness 

6 

7 Avon Puk 

a 

S39.42 

S37.00 

S40.92 

),009.300 

3 091,569 

S39 80 

S37 Sl 

S41 Sl 

),08R,9)1 

l.2o7.n4 

1490 

09% 

1.4% 

14% 

11 As. th.: !able shows. the aYaqO eosll.t!Cf' line vary by k:u than t \ • ~ in evuy case 

10 

11 More importantly, the amount of netwol1c th&l ia built (in t.emu of route d1S1a~) does not 

12 vary significantly in the two venions of the modd In evuy cue. the variation was less than 

13 4 percent 

14 

15 Q. Uow do you iaterprd UitM nsulbT 

16 

17 A. These .-.Its pro.ndc Arona c.ndence that the orisinal cuS1oiYIC1" location algorithms used 1n 

1e the BCPM are acx:urate and reliable in ptO.nding a standard~ way of modding cuSIOIYIC1" 

111 locauon. In nurnctOUI proceedinp ('llldu4lna thia proceedina. sec Wood Oirca r I) the 

20 HAl SponJOrs have made the unaupponcd dalm that the BCPM method of piiCU18 

21 cuStomers In mlcrogrids bucd on road mileqo was Rawcd, and inferior to the usc of 

9 
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1 pg c a Lied dlta. What Mr. Wood does not mention is thai in the uniY'CI'I&l service areas of 

2 Florida. I) the vast majority of the HAl location~ arc not gccx:odcd and 2) in c:uca whctc 

3 !her. Is dlta. the &eooodcd loc:a1lons are MW:r used to consuuct the nctworic anyway! 

4 

5 T1leu reaJb, although clatty a sample, demonstrate thai the BCPM approach of initially 

II aJ.Iocatina CllStOmCn aJona road mila Ia valid (which the BCPM Spomon have always 

7 lalown. bued 00 lllllstlcal taU ofoondalloa bet- road mila and pop•l•ti9n) Mot! 

8 imponanlly, they tuppon the oonc:lusion thai wlthotltwsitrg gtOCOdmg the BCPM is 

8 IUperior to the HAJ Modd in terms of minlmi:dna the dillon ion that can occur when one 

1 o moddl c:ullO!IlCf loeatlon In rutal areu incocTcclly. 

11 

12 Q. Spedlkalty, Ia-d- tbla dlrtortloa 0«11r Ia tb~ HAl MDdd! 

13 

14 A. Once the HAJ Modd hu clctc:nnincd thai a certain number or cwtomen will be served in a 

15 lpOcific dwlcf,lhm is no a.uempc to main1ain the apatial relationship betwcc:n the 

111 cwtomcn. The model will distribute the cwtomcn' Iota unifonnly ICIOU the a.tea of the 

17 dUller. An example ofthllla shown In l!.xhlblt BKS· 7 

18 

18 In tbb Eahibd, the dou repraenl aaual cwtom« locations that the IIAI purporu to ..se 

20 PanciJ A. D and C arc d¢plctlo1U or vario<Js dispenionJ or eight cu11omer loca.l:ions These 

21 would be OOIIIidercd the •aauaJ" or geooodcd location~ Panel 0 Ia a d¢plctlon of how t.he 

22 HAJ Model wiU pJK. the dJhlloc:ations In Panels A. B and C be{ ore it builcU the necworic 

23 Tho c:xtu'bit aho1111 how LlK HAl Modd will model the cwtomer locations the aame way in 

24 fiiiCf'J cue, despite the ftcr that the customers ate actually aicu.tcd vety dill'cr¢ntly. ElWt.ing 

tO 
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diJianeel bc:twoa1 cwtomcn are ignored, distances which can on en be sc:wnJ miles Abo. 

bocauae the BCPM eep~ntes itJ ICI'Vina arcu Into qu.dranu, the diJiortion that OC:CUI'I In 

Pand A canooc occur in the BCPM. In Panel A. the maJority of c:ustomcn are located in the 

NW QUidral of tho- and nooe are located in the SW quAdraN. In the BCPM. tru 

relalionsltip b IDiitulned: tho SW Q\*lnnt would COOI&in no customers. and the NW 

qu.dn.m would contain tho number you ICC In Panel B. In the HAl Model. thiJ does not 

occ:ur. 

v~ u1c1 cue MCe the pciCO\lcd data b dllc:ardtd aod Ole DA.I •odd baOdJ II• 

network, tlae rualt ofllle dllt.on.loa plc1urcd abon It u und"'tattmeat or ablt 

requu-c-1' II dtut cvldaace of nda a a ndH'buUdlncln die ruulu produced by 

tbe IIAJ Mocld Ia 0111 proc:ecdiDJ'! 

Yes thete it. Sprint haa conducted an analysis for Its Florida territorieJ similar to analyses 

shown in tho t:1t ,_.w praentations ~ above. The resulu of the Florida analysis are 

c:ompktdy ~ with our 6ndll~&• in other lUtes In the nnl areu of F1oricU, the 

nctworlc "bWlt• by tho HAl Model u a non·funaiocil.qa nctworic. The HAl Model 

l)'llema!lcaUy and slanJtlcanlly undelbuUda the distribution ne~work. 

Pleue dt:tc:rlbt ~~- J01I dcUnDiatd that tbe llAI uodtrbuUdJ. 

Tbo concqK Is wsy limplc. We euminc tho amoun1 or nciWOI1c plant that the HAl Model 

buUda within lu man clusun. J This lncludca cvet)'lhina on the - fide or the c~~~Jlal 

loop carrier. tltt dilcributiocl able, c:onnectina ca.blo', and drop cable. AU oro-are uMCI 

in the mocld 10 do lwo thinp· 10 conncc:t c:ustomcn to the network (at the DLC) and, by 

II 
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de6u!t, to w d cus:omcn tO ac:b 04~. 

2 

3 Wo tbal cnmjne the clistucc bcoc- the Ofiainalcwzomcrloarions as lhcy are used in 

4 the HAII\ofodd'a jNqlli a: ' 111- 1"bd equua to the eli"•..,.. bd110ceo the blue dou in 

5 BxbJbit B.KS-6, Pancll A. 8 and C. Tho dl-mcuure used is a mini"'""' lpOIIIIIflll we 

e (MST). 11a llllmznum lplllllina 1100 tnCUII'CS the linear distance required to oonncc:1 arry 

7 111 a{polall « cwzomcrloatlons ill tho I1IOJl direct way. The lenalh of the MST is whll 

I we have del«nDd to bo •IUftldcnl". (A minimum spannina tree it ditcuuod and pic>turcd 

• ill fxhiN! BJCS.I.) 

10 

11 ln rality,lbe dim-or tho MST is uaually lea than w11at would be •aulllcicnt•to CONICICI 

12 aD o•s:a men to lheDelwellt and to ac:b ~. Tile disunc:c or tho aauaJ tdcphone 

13 nctwortc bd-a aivcniCl orlocalions (poin") Is I!Sially longer tiwl the let~glh orthe 

14 MST lilftbalamclll ot'polnu. Somo ra&IOI'IJ fonlliure: I) lbe telephone nctwor1c 

15 usually follows madl (which the MST does not),l) the tclcpl1one nctworic mwt 80 up and 

18 down hil1t (the MST auuma tho world Is flat), and l) the telephone networ1c must l&lte Into 

17 -.mt IIIIUnl t. tien lldl as mountaiN, !aka, ccc. ( wtlic:h the MST iputa ) 

11 

18 Howwcr, for our a.nalysil we haw aaumod that the ictlgth or~~>= MST is a~fficient. We 

20 tbal '""'44R tbe lalpll ot'wtlu the HAl buildo to the lcnjph of the MST. It the lOCAl 

21 di.IWICe or~ diJiributlon and drop Qblo In a clualet i> .1 least as lOIII u tho MST 

22 for the polnu In that duster, we dccennlno that tho Model has noc underbuillthat clualct. If 

23 tho totll dllca-of comoctina. diJtributloa and drop cable Is kD tiwl the MST for tho 

24 po1nu in that c:lustct, ...., dccennlno that tho HAl has under1luUI that duller. tr a duster is 

25 und~ the IICt"Miftc the HAl buiJcb to - that cluJlo- is oon-1Uftc:lioni11a 

IJ 



2 Q. Plcale ducribe your fladlap. 

) 

1 49 4 

4 A. In the cnrawlldmina majority of cues the HAl undetbuilds the main clwl.en in rural, low· 

S dcnsily IIRoU. M the teblc below ahows, in the Iowa! density zone the HAl underbuildJ 

s over 90% ofthe meln dwten in Sprint' a tt:Mnatmitory 

7 

• 

e 

tO SpriaC-Cald Ote5 17 11 ,4.1% 

I I Sprillt-Ualted 5 co 10 114 ll6 6J.5% 

12 Sprhu..(;a ttl 5to 20 214 174 II.J% 

13 Spria i·Ualted 1010 100 314 Ill 

14 Spriat-Ca- td 10 to 100 91 ll ll.l"h 

IS 

111 In the llble I haw ~q~&B~ed the IICXI·Iowa& density zone (S to 100 lana pet squa~c n~llc) 

17 into two paru: S to 10 linea pet square milo. and 20 to 100 lonca per square mile Thia spUt 

11 doea not exisl in eit!lor mocld. but it ia valuable as a tool for Vlewina thatthie undetbuildana 

18 pcoblem occun- rtequcNJy in the wry low dauily arcu,the exact ueuthat are of 

20 most co.ICCm for uoiwnal Ml'\'lce purpoea 

21 

I) 
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8aft «11cr part1a acd die coac:cpc o( a alalat .. rpaaalaccrn (MST) u a -...n 

el..mdeecy .. ._. o( leactJif 

Y er.. LD the lllac:hod FCC analysis. Jdrrey Pritbtcy uJed the same ooncepcco mtUJrc 

QII&Omcr dbpollioo. Men roccntly, the FCC ll&lfhu bocti,.'Oridna on a .ynthella ofche 

two modela ,_ud In thla pocoedina. This l)'1llhesU. termed the HCPM (Hybrid Cost 

Prmy Model). UMS a minimum JpiiVIina cnoe u a ~of aufticiency for ouuide plane 

and the llpkhm Is builllnco the loop ponlon of their modd. 

Ia Miler tw 1 w dlap. luYe tile RAJ Spouon coaaacotcd oa tbc otU or cbc MST u a 

acoran •f"nftkiaat" plutf 

Y~ they have. ReoeniJy In Tt!W, Dr. Roba1 M=cr,llllhor ofche HAl Model, and Mr 

Jobn Klick IWed cbat the MST wu an "inappropriate atandard" 10 UJC in audl a 

oompuiloa. (Supplemaltal Reply Tc:llbnofty of Dr. Robert M=cr and Mr. John Klick. 

Tau PUC Dockctl18515, JUliO 10, 1998) M=cr!Klil'k wenc on co 11ato chat the 

"Steiner lree., IIOlthe MST, axlllilutcs the mWmum INC diaWice required 10 OOOUCICII a 

IIIia olpojllta in a DCtwork." (Mditlonal Reply T~. M~IK6ck, Texas PUC 

Doclcct I l lS IS, June 30, 1991). 

21 Q. Wbat II a ScclAcr emf 

22 

23 A. A Stdner cnoe It another dltlancc oonJINCI from mappina t'-ry Uko the MST h 

24 meaauret dift-becweeo a lleC of poinU. loca•iom or noclcl HowcYcr, In che Stdner tree 

25 it It pel Ne co ldd polau or noda iA lhe pocus olooa~IOC&ioa the oriplaJ JIOUlU- nu 

14 
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can rault In 111 ovcralllhonet clilunce between pcMu. lhoner than the MST. Two limplc 

2 cxamp1o a.ro lhown In Exhibit BKS-9, and the cociQtjlt is dlJOJucd In Exhibit BKS-1. 

3 

4 Q. nc MCRa'iJOick ~ a.pUa clutlc wolllcl be •-appropriau co dd'aat 

5 "t.mclftc• cable u a dlttucc eqaal co die Scdocr lfte, - die •laa.a• tpnalaa 

e lftC, 1a Spi1AI' I aa..,.. Do you qrcef 

7 

11 1._ No, I do noc. M IWCid aboYe, in the~ ~of cuathe MST diJuncc 

8 ,_,jd ac:nWiy I epl ! I ! nt U 1-J!Icknl amount of Clblc, linco it doca DOC - fot 

10 batriett and COIIIUillltJ lillla ral-worid nctwot1t nwt cocuider. O!Mowly aomethina leu 

11 than the MST c!l••J!C!I, IUdl u a Steiner tree dlJiancc,. would be i.'l:W!lc:lent u wall. 

12 

13 JUJC u impoluncly, the additl?n of noda can only dcocrealt the "rcqu!rclcr amount of cable 

14 for Yet)' few, apeciflo oonllauratlons ofpolnta. Moll ofcbcsc confi~~UBtions invoiYe leu 

15 clwl6vw (S) poinu « locatioaa It is cocumon knowled.ie that all HAl main cluJun mus1 

Ul COIIIain al leul fivw aiSiomcr loCIItioaa and IIIOSI conWn many ID'XC, na! in rural areas 

17 Thetd«e it Ia aimply lnconoetto assume that I) the S.a-Trce diatanc:e will be somechina 

111 shorter than the MST d'UIIIICC, and 2) that the Steiner Tree diJtlnCIIIsthe appropriate 

18 meuure ol'wbal ia "autlldanc". 

20 

21 But In the Jpiri1 of CCIOfiCI'IIion Sprint has abo eonduaed an analylll uJina an equivalent of 

22 tho Steiner tree. M I awe above, it bu been ahown m.uhematk:ally (Prim. Exhibit 81(5,.8) 

23 t!lal by eddina polnta or noda, ad! u a Steiner tree does, It iaiOflldlmet pouible in 

24 lpGdal- 10 -..IOCl a terics of poiniJ with '- than the MST. But 11 hu been &hown 

25 lilll this rwlllt:tf«<ln diJuncc can -be more than I 3%. In other wonb, aaume theie 
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1 are S '-tcholcb in a HAl main ...lwlef'o and !he MST tells us it roquira I 000 feet or cable 

2 10 cc ca them aD to eacb O!hc:r and to the networlt. Adding po.nts of llllcn:oMC~Ction, u 

3 the Stemer :ree does. miahl reduct 111a1 required amount or cable bul it will - reduct it 

4 bdow 110 (oct. 

5 

e ln tho table below, we praent !he number of HAl Main dustcn in low-density regions that 

7 undcfbulJd tho networlc uJina tho Steiner tree u a measure of"aufficient" cable length The 

e ~math of tho Steinef ueo Is represented u 87% of tho lcnsth of the MSTo 

• 
Oft 
0 

,, 
12 

13 

14 

IS 

18 

r , 

\ -. 

~ 
; 

Sprillt-Caatd 

Sprtat-Ualtcd 

Sprlat.Ceatd 

Sprillt-Ualtcd 

Sprlat-Caatd 

./. 
'0 

o to5 17 so 

5to10 t .. 109 

Sto 10 114 ISl 

10 to 100 314 II 

10 10 100 ,. 21 

9lo9% 

S9o1% 

71.0% 

25.9% 

lU% 

t7 lu tho table abo""' UJbta !he 'lteinef tree u a measure of"sulflcicnt" cable hu Uule lmr-a 

1 e ln tho overwhelmina majority or c:aMI that represent unlvcnal ..,rvice arcuo the IIAiotUI 

1 G undetbulldJ !he network 

20 

21 Qo llae ncara aboYe rpcallt.o llle fmaucaey wltb wllld» tbc RAJ udr:r'b•Uds. bat wllat 

16 
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2 A. The two 1a01a lhal follow dcmonsuuc that 1M lnlj!nitude of this aho<U&c " aignit\catu In 

3 lhe lint I~ I have lllown a aamplc or main clumn from Sprinl'a JCMn& tUTUOfY in 

4 Florida. The tlble lillllhe wire caller uaociatcd with 1M clwlcr and lhe cluster name. the 

s lcqlh orlhe lllitilmlm ap&Mina tree. the ICI!ilh of total plant that the HAJ builds within the 

e main c:huler, and the difference between lhe cwo (the shofUae) This ia only a sample, for 

7 llluatrarlve J1W110fCL 

• 
t 

10 Cf'CRFl.XADOe 101,718 10,814 48,022 

45,131 111 44,t50 

48,815 8.()58 42,837 

83,122 23,11t 38,953 

60,783 13,048 37,735 

IS M<LFUt.A003 5U42 lUMMI 35,078 

10 OKCBFI.XMIII 11,317 48.014 35.303 

17 lJ<J'Cf\.XA008 45,)11 10,111 34,4t3 

18 PTCTF\.XA033 107.854 73.S38 34,311 

It M. you can aec,lhe lcl1slhs that 1M HAJ Modd undcrlluilds ate not insignificant In the 

20 ~le below, I list the total in mile. or this underbuilding. by density z.one. ror Sprlnl's 

21 ICI'vina territ«y. Recall, lhe aholugc lbtcd on ..ell line below doe. not address outlier 

22 clul1en, nor doe. it addrcu (ceder in any way The aholuges listed ate found within maln 

23 duslen.. 

24 

11 
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~tel Oco 5 l)lmlee 223-

Spriat-Uait~ 5 to10 ""'mlee 288mho 

SpriaC.CCIIt.d 51010 ..... $11 ..... 

Spriat·U•I~ lO lt 100 2"" mlee 138mie5 

Sprillt.Cntd 10 to 100 Ill mlee 30 mlee 

Q. 

A. 

Q. 

A. 

Dave ratJlU •IJDilar to that beta found Ia otbtr 1tates! 

Y a. In fNfSY Aate Cot wllich Sprint lw ua~ !he actual clUJter datt and boen able to 

porfonn IUCh an analysiJ. 11>1 result iJ always lho same: In !he low density areas. tbls 

undoltluildil1J lsi}'Jtematlc:, r.iplilicanc. and occ:urs in !he ovuwhcJmitla majorily of main 

clwtcn 

Uow have the UAJ Spoa.ors rapoaded to thtn tlaltmtniJ whtn pratnted co IbM~! 

In the atorcmcn&looed Texu poc.d'IJII. !he raponae of !he HAl proponcnu wu twofold 

f'nt it wu ~ed thai if this is indeed a problem or tboncomlna for che HAl Modd. cbt 

BCPM would Cldllblt che arne allcxtcomina to a much arcatct degroc Mcn:ct 

Supplcmc:nul Tai"-'Y, JuneS, 1991. Aatts •Sprinc't daim of a 01w it mlsiCiding. ao:acty 

oVU1Wed. and is ol equal or men app6elbility to the BCPM u wdl " 

Second, the HAl proponent• claimed tho! lhe HAl bulh subllanllally more badcbone and 

II 
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1 branch able Inside lhcit cbtcn lhln lhc BCPM builllruidc iu IJiids, • 1111emcnt wtlich wu 

2 intenclod U.IIUppoft Lho 6.rst 1111emcnt obovc. (Mc:tUt"IKJiclc. June 30, 1998 ) 

3 

4 Q. Bnc die BCPM Spouon coa4adecl a MST aaa.lysll oa llldr 01n1 mocld Ia F1oridaf 

5 

a A. Vee we have. h iJ 1101 posaible 10 rcplic:ate Lho cue~ MST analylla llw wu done onlhe 

7 HAl Model b«Prrlllo DCPM 1ft iu ll&ndard fomw doa 1101 plac;c poinlJ. but ploca 

a CNnU or am_, willlin mic¥081m However, if auurnptiona oro mode ~ how 

e o- cour.u - pieced 1ft a ricrosri4. it is pc •• ~ 10 conduct a cype .>f MST lllllylil that 

10 meuures the dispenloa of on,!naJ cwtomer kxalioaa and how llw compares with lhe 

11 cable built by Lho BCPM. A do"""Pon of lhc BCPM MST approadl iJ allac:hed u Exhibil 

12 BKS-10. 

13 

14 For tho HAl Model, our analylb wu clone 111ho main dUller ICYd The equivalent level In 

15 the 8CPM b lhc ultimlle arid ~ and this ia tho level llw wu wed f01 our MST analytis 

18 The table below abowa lhc raulu fOI' lhc AmC dcruit) zonc:a u ahown above foe- lhc HAl 

17 Model, for aU ofSprint'a tenilooy in Florida. (Due 10 time eoi\Jtntlnu I wu unable 10 

1a acpan.te plda by company.) 

1$ 

20 

21 

22 

19 
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u~ 

• N the Qble sbo\w, !ben ia cvidalce dw -uncs lbe BCJIM Wldc:rtlulidJ in run! Florida_ 

5 Ho ........ hqu I K~ o(IJU OCQif1ina iJ mudl amallcr than with the HAl Model Ulir.a 

a 17% of the M'""ntm Spennlna Tree Utbe mcuute ofwha& is "JUftlcicnt" cable, recall thai 

7 the HAl Model Ullderbullt Will over IS% of !Min duJten. By compariiiOft. the BCPM 

8 ~lea thaA IS% of .,-ids. The IW SpouiOCI' claim, dw the BCPM e:xhihit•the 

II -problem to an equal « puter ~ iJ without foundation. 

10 

11 111 ~ k Clll be wordlwtile to eocnpue IC:Iual plant built by cadi modd within the 

12 buae unit or analylil. dtber the main duller (f« IW) «the ultimata arid (for BCPM) 

13 Un!octurwely,the CWO uniU do not directly equate to each odiC!', ao any~ 

14 oompariaona III\IJI bo ~ at the wire ccnter level. and eva~ then the oomperilon iJ 

IS ~ect. F'nl, ....... ,. aur ~ foa&scl rdy oa main duJtcn, it would be inooctoct to 

111 compare 1 HAl lOCal with 1 BCPM lOCal f« the umc wire center SoroDcl. ~ dala 

17 11 the wire cen1er leYd aUla imponant dcuil boclu10 it allows hlah«mity arcu within 

18 the wire oenter 10 oftid low-dcrulty ateu, The tolulion is to look at wire centers dw arc 

Ill ~~y~ 

20 

21 In the tablo below we provldo the followinllntormatlon: 

22 Wlw the HAl Mocld bull<b wltbin main cluaters fiX an entire wire center; 

23 Wbal the lOCal MST dil&anoe ia fbr the maiA dwlers in tlllt - win caur; 

24 The clqvcc. if any, 10 whidl the HAl Modd fell Ilion of"a~tlldent" cable. 

25 Wlw the BCPM bullda within uhlmate pidJ f« an entire win ocnt«; 

liO 
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1 Wlllt tbo total MST ~ ia fOr the ultimate gridJ in that 1&11\0 wire center; 

2 The dqpw, ihey, to whldl tbo BCPM fell ahol1 of"IUfiicicnt" cable. 

3 

4 Aa ~tatocl cufacr, our concern b with the lowes~ density arcu of Florid&. Iince these arc 

5 dear1y ofhiahclt COIICiaTI for unl-.1 ICMcc purpo~e~. The !able 1iJu the wire ccnten, In 

e Spc.ull'e florida ICI'Yina tenitcry, ~e tbo o¥a"a11 dcnsl1y wu laa than 20 lines per square 

7 mile. 

ll 
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OLDL 547,8&4 695,539 147,655 886,196 791,228 0 

PNLN 758, 103 995,501 237,398 1,185,130 1,036,367 0 

LEE 641,367 966,026 324,659 1,304,735 1,173,921 0 

KNVL 844,510 310,829 0 863,493 605,045 0 

ZLSP 1,181,7&4 995,511 0 1,312,056 1,103,090 0 

~l'CP 496,392 694,267 197,875 969,965 781,920 0 

CHLK 1,008,642 1,313,8)) 305,191 1,673,651 1,436,335 0 

RYHL 658,109 896,039 237,930 1,167,48 1 956,386 0 

ONWD 875,148 976,640 101.492 I,S62,988 1,352,3SO 0 

EVRG 744,918 327,307 0 505,130 386,073 0 

MALN 694,647 806,258 111 ,611 1,184,506 1,0S6,533 0 

BAX.Jl 1,447,839 1,547,207 99,368 2,595.212 2,059,406 0 

FRPT 1,049,030 1,268,181 219,151 1.984,645 1,389,764 0 

MNT1 2,507,994 2,941,833 413,139 4,395,127 3,469,573 0 

CTDL 590,714 580,683 0 948,482 721,563 0 

WSTV 68,129 85,375 17,246 94,145 76,766 0 

GDRG 800,128 759,808 0 1,319,982 1,044,484 0 

STMJ< 170,0&4 141,346 71.162 430.952 333,11 s 0 

~the tlble ahowl. in ewry case wtw:re a reasonably dina compatiJOn can be made, the 

u 
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BCPM buildl_,l!ident pi~~~& II tho wire cet11t:r leYd. wbereu !he HAl falls lhon in !he 

maJority or-. 

Abo, ills imporUnlto -. that in many o( !he wire c:eoiCfS Jllown above, 1M MST 

cliaancea liCe rous)lly limilat behioa1 lhe IWO models. The faa that MST let1aths would be 

limilar, but the RAJ bullcls lcM tball tho MST wbilc lhe BCPM builds moce, lendJ _,ppon 

fOC" lhe followina: A bty df.f}itrm« b«tw<Nn tJw r-..o trKJdm Is no1 mu.ly how~ MOdi/'s 

pnprocumrg 11'111/a/ly allocalu t:JWiofrKT locations. Rmhcr Ills In how ciOMiy tJw modtl 

b the plut listed Ia ~~~ tUic .a catqoriud u dlstributloa pl4:>1, or badcbo•e aod 

' 

No, not for either model. Connoctina cable Is included in the table above bcoause, In bolh 

modeb. ~cable b built buldo the bule unit (the grid OC" the dUSUf) to connect 

BCPM It Is wed ._.. otlaa !ban in the HAl. 

There has been a .,at deal of«XI'dhliocl u to wbat types of plant OC" cable ahould be 

Included when calculatlna ""wbat ci.ther model buildJ". f0tlhe HAl Model, In the majority 

of euet the buic: unit of -'Yib, tl!. dua.er, rep~ eseou one laVina area and one 

distribution area. ln the BCPM, most ultimate gridJ rcprc sent one carrier servina area that 

Is tepan.ted lato (up to) four dllm'11ution areu. Somelitnes the two moclcls haYO dUTcrcnt 

I Willi f« tho Qble tlllliJ UMd a1 various polnc.ln the nctworl< Btc:ause o( tlQ, It Is bell to 

1J 



1 50 5 

1 purpoes o(OQl! rcci,. CUIIOmen 10 eecb ocher and 10 the nawoc1L 

2 

3 In 111011cues ror tbe HAl, a Qlllomer on tbe wac lide of ury c:lu:sUr is C~DMCC~cd 1o a 

4 CWIC!fn« on the t'Ul ticle O( that clutier wire bcdbc •N or brancJr c:abk The AmC IWO 

5 CUIIOinCn would be couneccod in the BCPM urina CCirMCifng cahltl, Both are copper 

e 

7 On the ocher hand, ~11& c;able In the BCPM often b found on the CWIOmcr lide oflhe 

a OLC. ConnoctJna Qble in the HAJ Model b usually found on the of'llcc IieSe or 1he DLC 

8 In the HAl Model, ClOMOCdl1& c;able Ia fiber. In the BCPM it is not 

10 

11 BoctWC of tlQ poc.waJ for confuJion. the c:ompariJons abcvc used c:vcry\hil1& I hat cxisu 

12 aolcly wilhln the dwW or pid: connoccln& c;able pluJ distn"bution (badcbono and b<andl) 

13 c:ablo. Drop wu 11ao lnc"'<l~ Tile resulu or tho W>lo dcmons~ratc tho followin11. 1\ 

14 proper compariJon of the amoun1 or p1an1 bull& by the two modelJ, elimlnatina any 

15 conl\uion over .-ldal~n or tcnnlnolo&Y. demonstrates that the shoruaoa diJCOva-cd m 

1 e the HAJ are fisNficant and J)'ltcmaik in the rural ueu of Florida, while the DCPM does 

11 noc.wrer from the-~ 

1a 

18 Q. l'lcue ... ..n.c :rev l"'llt.n-1 u.ra.u7. 

20 

21 A. In his d'llliCt taliltiaot)' Mt. Don Wood IIW• lhal a modd 1'110111 do IWO lhinaJ h "mull 

22 aocumdy dcurmino ~ loc.atlons'" and it nw1 "COlliiCCt those ewtomen whh the 

2l aerq centn1 oftioJ uq noe-t f'icilitlet that are dlic:icnl ... • (Wood Din>a J111C 4) 

24 

25 In my rcbutlal lestimocly I haw danllod the In poilll Conuwy 10 Mr Wood'J .w-.. 
lA 
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a modcllllllliiOI ody "deurmlnc" -location but alhe 'oc:l•ion u wdl We ba~ 

2 em !hat the tw Model does noc do this 

3 

4 Second. ~ 10 Mr. Woocllhe mocld mull "c:onnoc:t"lhe c:wtomcn to t.he nc:twor1c. 

s Tbe ~ po -eel ben provide~ CYidcnce that in the rural areu or florid& lhe tw 

e Wodd ftala Ibis IC:IC u well. 

7 

e I haw lhown !hat lha tw Mocld -.ii!Ciltly and lisnificandy undcrarlmatoa and 

G 1111de111ui141lha _,..of cable needed 10 do exaaly whar Mr. Wood llllet It mwt. 

10 "'o: 01111«1/'A" c:wt.,._..IO thr ndwk. I have pre~m~cd evidence !hat the FCC conducted iu 

11 0W11 ~diet a1pp0RS the~ lhown bcte. In unmatY. lhe IW Mocld is not lhe 

12 mott acc:utate and rdiablc 001tiot methoclolocY awlilblc 10 lhe Commlsaloo but a mocld 

13 that b JIJDdlmallally and aystematjc:ally llawed. 

14 

Ill 

17 A. Ya. 

18 

1G 

20 
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IS Q. AlB YOU 11:1! SAM! Ba.IAH J[.ITAIHJt WHO PILED DlUCT AND 
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17 A. Ya 

II 
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9 llmCio<>C J.lr _.. __ u dx; PNR polno11 olwa1 IJc')'OCid !IU, 

10 

ll 

ll lbe ICIUil CWIDIDW polllllla .,..,.hw! wlliiiD lbc IOrCIIIillCI"CIQQivllcut' HAl 
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!6 Siza 1t. HAl I; .,o ill-'. 1M bula for gwWinl cljstro'Ng!m pia. 

11 dllrcnlaDI bd :a tic....,.-' nri•••""" ofb I'Nll polyp~ llld cbc 
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1• locali-w.mw 111 BAI N die PNR. polnoa c1-. 1l:ll cao ~a ~~a ,_. 
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Mil JAWBS W. WBLLS, 3. CON11!NDS IN HIS &J!BU'lTAL 'll!S1'IMONY 

lBAT "11M S.O. a.tJI'IEIS CUI'I'ONEilS BASED ON THJ!lR I'JtOXIMilY 

TO EACH OJ BEJLAND nANSWJSSfON D!SlON llJLES, W1Uai IS 

WHAT AN 081' IN<JINI!B WOULD REAl rrTICAU. Y DO IN DESIGNINO 

A LEAST-COST LOCAL LOOP NerWORX. • (1. 5} DO YOU A<W!l! 1lllH 

HJS CONI1!N'I'10N'I 

No, I ~do IIIIC ..... '--!aD Ill)'~ olcl-.a ..,.,_, GlriQa 

die PNJl.liiD ..uit. Jltnc. PNk bml polyp c!o ME I bJ lpn--111M 

~-be Mt, 1 ., & "NNl• dlecr!lq!gn- Thill b lilt......, izl diD 

u ~~IDEM hi B1'5-4,l!D-S, ..S 8JC.S4 Pd•tin BU-7 -s . 
alES-a dlplaa•'h ocallflldle Fbilla~ ..-. ~ PNllclmtafaa 

qcai%lab II ol:iMDua to die 6clllolllt is me!dq-cNiccfGQlo(pt.-., ofiWO 

''lend' lllmllllai li'•JIIIlcldlllllilllld IDaol...,lbltlplu to" •hw 

illllld. ac.ty diiiii i~IIM! wldl Mr. WclW' claim lbll HM S.O. ellll'tm 

may OO!IUin ecoanpblo bcten to~ CliiiiOIDtn, Ilia lwt*IIIIW Challlllle 

1uues rcpnllq die ilnDIIbl of BAl d-. 11'0 raleacl ben, 111 dllpellbt 

C'l'idciEe poe' dod ... !dill._ c:l.daa lbellbelr d IDt !)Ill Ia-

abittw) Ddla..,...IDBCftU.I 'ad '• p el 

, 

lloe 
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s A. Y ca. 1bon catllaly- Pint, ....,. oftbo l'NJl polyaoa ""-' tt.t-

7 ~darlqOIIIc. ... Wf&aPNJlowllp--e.. 'Iblala ~ ~ •ec!ID 

I Ellhibb B1CS-IO, SO.II,BXJ..12, BXB-IS,IIId 8,0.14. Olw:A dill HAl 

9 ""'""' •• • 11- upaa Wbkh clla:lbudoo pllat IJ '""""""c' Cbllllm: m -

10 e.}Uil1D ~~~~-otdle Widl:d)ILc PN!t ~pl cbllllct. tiJarc- clcaty-

II '90!Mn h iJ!PPWidlll tf , n...s, p&.olt Ia ..-bodlt. 8.~ dlaibulloD pt..s J. 1001 

IZ f'Jma1~ ~atNII4!QIIa-- doa IICJtQIIIJI 0 iD _,-'"1 fer 
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14 

I.S IUppOit, dcelp'na ............. --tiCh lqb COlt- wiJbaul 

1.6 ~or~ 

17 

II ldorccM:r,~c!: K iOIG ..... ltlaiiOt!JX'"'h'tiDde' lnelfii~ID 

19 wbldl-. !clet!fled ill 1111 0~ panion bcloll .. 

:10 

21 S 1 : d, I'N1'alll,..q "'• I· -* ID ~ cbll CXIell4 0\llilclc of lbo 

zz wU CCIIICrbot• ....,.tba..,..,n tt.Uilidll:l)taaeddz• ac e cc ~cd .s 
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) p, BAIPIMOOrer! D*Z 
1 •eC .. 'nrtbJJte? $', 

4 

s Q. 

6 Tt!STlMONYmAT"ANY liiliT DISTANCE CAI..CIJ"UTED BY l1IB 

7 BCPM SPCHIOU, B.AS!!D ON 1 BESt OVERL y.D£SPBJlSEI) 

1 SlJRllOOATELOCAn ONII, WJLLUULYOVBRSTATETHI!ldlNIMUW 

9 AMOUNT OP CA:SX B 'IBAl' WOULD BE Rl!QUIRED TO SEJlVE nmsE 

10 ctJSTO~ WHBU TBEY ACTUALLY AilE LOCAlED." (P. 72) 00 

11 YOU AOIU!B wmtTHBIRAMBinON? 

11 A. No, I do DOt ...... Wr. Woo4'alllld Mr. Plttlll'a ooula&lon dl.t dol MST 

13 

14 mir • cel*:eqakcdto-t.o.IIU"' m la...&t..!byrridoow:aplb eel 

u clwlPa cu 011 alta 9Wt • PNR. a.-11 lblt tilt t.!BT malytb ID IQ)' 1obcGII 

16 ~-"-4 CO 0.. n .. nl "'* dl.._ 1D OlllllllCCt-- .. me mow 

1' o( ftU:r. de. I praca!Mn tw .-!,_ O(Nqllbed dillrlbud011 c:lbk leqlb. 

~ baed co lbc ro.t DIIIIO<ilk Ulldld)'lilai'III'O HAl cto.lcn ...t.o- c!lcrl1••• ...p_. 

21 drop gU,te ~ -lbldy *""" 1D bo lllcn oflbl MBT "'-lbr 1bc 

n C\lb~,., polza oldlt c11111u (ID--41mb~ wu aal)' 5~ ot 

ll MST Jac1b, lo.1bc odxir c:.-«tt.)' ~~~ 
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l Q. COULD YOU PIJ!" !5I! BXPLAlN WBY 'IBB V AIUOUS TOOt.a OF 

4 ANAL YaJI PIUMOUSL Y DSSCJ'BfD, WE1U1 NOT AJ'PUED MOIU! 

J BRO~l. Y,I..B.INCLUDED A WOJ.B liXTEN!lVB ANAL YIIB OP 

6 ct.US1'BM AND WD\11 CI!Ntt!U IN FU)IIDA? 

7 A. ea.llaly. Ia .S. tl)-a ....W. .-p of' ...X. ol.alywb.l.l- 1 1 1111,. b& 

I -limit eM Iff" z7hn afllla 1DOia tl) a aall..,_ ol cb 1 -.:1 win--. 
t We 0111)' W-ed a Wf.,..to """1'1rc cu coa.W.IIto llf"no n. 

10 QOIIIPI-.\fCI'II DOtiMilliWeto ua..U Wec\ywhy .a., aa, 0.,1!.7, 11191, 

II dcs. .... IM lll:r 1Mtdut C ' 'on'a 0nt. ~ CbM dlllr tadllllle bl IDIIde 

u •YIIIM*•o(~.oblf6, .,., 

I) 

14 

IS o!ow~ Wepovtdldooa~o411 IW~IOAT4tTOIIOolobcr 

16 6, 1991. lldudlodiD dial u.-- wt$111 .. 'Olpb)w COl C8dl 

11 CO.Illf C..,.lllll'd *""- Tbe pCh "1' 1 ID • by PNJI.t..s cd)' ) .I 

11 Gl .... tw coallll:lrllll'd ~ C • :-.17,- W tl) wodlii'IIUIIII II* by 

19 '*Inc 1M Flcidda aa•••111111• k "' •• .._, from PNil" • ....,-,s. nb 

c:w10mmer• d , b ·•II qabD ..... lA Olp' )IE& (7 d.Waa .-.Ia oi diU). 11 

l l uqahod aalb' -IIIWif 11-. I.e. 4P ' • ., 4 .._lllmply to nod~ d& hn 

:Z:Z ella---to-
1 1 

I ' e t 
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,.,., alowod pnll =· =-dowa 

n llln"'"""'Y· ~-ot11w=np •porY•Wprvbl-wtdldll 

24 bird drtw, ~-llll'd ddw 1D ball ol Mia- p wbly awllabt.; 
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• cllallal.,:a. In edc!ltjm 101M ~ 11..- cmllln!zita. UmJ.t.tcl Ola" lbliiiiY 10 
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6 

7 Q. DID THESE LOOTAnONS ON YOUJt ABIIJTYTOANALVZE 11U! DATA 

3 MOIU! PUU. Y, DDACT'TBE INl1!01I1l'Y 0P THB JU!SULTS PROVIDED 

9 HERE? 

10 A. No, Iller dilh ot. Tbo .-b powtdod Ia IQ7 Wt!!QW bere celndiCIIM ot 

II JIIOb'-· !t* a till the PIG-z-IOCIII:Ioo cilia, 11M I'NR cl....U., JI"""AMo 

1 J ll'liled ill f11Y lebullal wt!m"'')'. M-,1111)' NW!flm Cbe ~ 0'1 

14 BCPM 3.1 '• JUpCrior ...,.onwlooaiol' 1f+"'1 ' k'l)'. 

IS 

16 Q. 

17 A. 

DOSS THAT CONCLUDe YOUR 'l'BS'1'tWONY'I 

Yes, it cloea. 
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1 0 (BJ Kr. aahwiakel ) or. Staihr, c1o you havo 

2 a •"waary to qive or your three prer1lec1 tea1ti110niee? 

3 & Yea, I c1o. Beoautle I bave three aet.e or 

4 taatiaony, r•• qoing to kind or d o thie in tbr~e 

!I parte, and they're 1hort, and then I ' ll do a little 

6 oonoluaion. 

7 Part one ia pretty eaay. We • re bere to piclc 

8 a aodel. Sprlnt believee that the BCPM ie the riqht 

9 ao4el to piclc. Aa to vhy, ve ' ll qet into thet. Wo 

10 taJ.Jcec1 a lot .\bout qeoeodinq and about olut~toera and 

11 abou c aoree, but U ve take a etep back and ikind ot 

12 l oolt at it troa a biqger vievpoi.nt, it you vill, the 

13 reaeon ve•re caloulatinq coeta ie to tiqure out 

14 explicit univereal aervioa aupport here in Plorida1 

15 and the reaeon n vant to riqure that out ia beoautle 

16 it •a the only vay co.pat ition vill ebov up itn Floric1a, 

17 in all araaa or Florida. 

18 For a nav entrant to co- ln and .. c:tually 

19 coJIJ)eta, that antrant hae to be aeaurec1 or beinq able 

20 to eover hia or bar coata, and thoee are the coete 

21 that thie entrant vill aotually lncur here itn Ploric1a, 

:n not in Ver110nt or Oolorac1o, but here. 

23 The 8CPM ie the beet aodel to calculate the 

24 coeta or doinq buainea1 here tor tvo apecitic: reaeona. 

25 Tbe tlrat one ie the p1atror.. WbQn I eay plattor., I 
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1 -an the equation• and alqoritbas t:bat Jaa1te up the 

2 aodal. Tbe platto.ra ie baee<l on enqinaorinq 

3 aee1111ptiona that u-e efficient and they're 

4 torvard-loolcinq, but they're very vell conn ected to 

5 reality, the vay people really bUild netvor~. 

1518 

6 Tbe other reaaon haa to do vith th·• inputa. 

7 Tll'le inputa have been carefully choaen by people vho do 

8 bu.inue in Florida to reflect the coat of d·o inq 

9 bu.ineea here. That cOitbination ehove up i n the BCPM. 

10 I t: doean't ah.ov up in any other aodal. That vae part 

11 

l2 

one. 

Part tvo, ay rebuttal teetiaony: 

13 underatandably, the Hatfield eponaora don't aqree. 

14 Tiley believe that t '!Ia Hatfield aodel ie the :beat aodel 

15 to pick, and the reaaona that they have put forth are 

16 that th.eir e119ine&ril19 b batter than aura and thoy 

17 have a auperior cuat~r location approach. 

18 Nov, in ay rebuttal teetiaoony I toUc about 

19 the aecond one. All ve aav yeeterday and ae 'I 'va ahown 

20 i n ay teeti110ny, the only thino that the Hattiald 

2l llodel d oee vitb r~ard to cuato-r looationa ie iqnore 

22 t:li\u. The only thinq it doee 1e it doea not uao thea, 

23 a n.d i n the proc:eaa of i9norinq thea, it dietorta any 

24 pertinent intoraation that aay have bean included vith 

25 thu. 
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1 DT. Dlltty-Deno yeeterday put a picture up on 

2 the overhead that ah.oved a little bit about hov t:Jiue 

3 are iqnore<1 an<l acraevhat diatorte<l, an<l I' va qot a 

4 picture that looka lUte that. It's kin<1 ot biq. 

5 C'"WW!Ut'*llll caacua You c an aalce t:Jiat qo 

6 up. 

7 nnua eurmu The picture looked lUte 

s that, en4 I juat vantecl to put it beck up there to 

9 talk about it. 

10 'rhia ia vbat the Hatfield ao<lel doaa with 

11 ita cuatoaar locationa. The blue dote are where the 

12 people are. The black <Iota are vhere it buU<Ie t:Jie 

13 network. Lookinq at that, BCPK aponeora don't t:Jiink 

14 that that network there ia enouqh. We'll probably 

15 talk a LOt about vbat la enouqh. 

16 But in Sprint ' • territory, •• I ahov in ay 

17 teatiaony, in the univeraal aervica areaa, tho low 

18 <lenaity areaa, they <lon•t build enough 90t or the 

19 tiae. Yesterday you heard Or. Dutty-Oeno aay 68t in 

20 Ballsouth. For Sprint it's 90t. Thie ia an exaaple. 

21 It ' s a picture. It's not real. 

22 What you have in the auppl ... ntal taatiaony, 

23 part three, ia real. It'a Florida. It's Varnon, it's 

24 Trenton, it ' a Beverly Uilla. 

25 Nov, Vbat it •a not, and .,hat I'd like it to 
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1 be, thart ar• plao•• like sopchoppy, suaatra, 

2 raaokalta, r•al rural· Me don't have tho••· we 

l dJ.dn ' t llaVI iH o !It'd Uke to 90 baclt and gat th.-. 

4 
lill t;j\111. yOU have in tront ot you, if you 

11 oould puU OU~ MO• 1, Ho. :.1 and No. 11 an4 ;la.nce at 

6 tho••· ,ot ~~~ . l, Jt'a • piotura ot a cluatar. Tbi 

7 oluata£ b ~~~ l)lUio I don ' t think I can put thia on 

8 tllla ovathlll1 btl lUll ot tha conti4antiality. That 

o olutnt •• dO 'I \1 !laVa thia hare? I'• eorry . Theae 

•~ plo~ure•· (rault) 
ll '1111 on 1 'I p1otlll"e• I '• qoinq to rater to are 

12 1, 2, a t~ ~~· 'irl • HO· 1. It aaya Bevatly Hilla at 

u tint tor•• 'Ill .. VI ~(lVIII. n.J(A" • Tha qrean dote are the 

14 lOOatioOII Uhl u\ut ., ••• the olueter. The red 

111 r•ota!J911 ll v1111'- all t tU th• 8111 IIOCial. AncS it X can 

16 q\IOte thl IIAl IJ)OIIIOI't, thay .. y that tbay hava a 

17 dyMaJ.o oluttallinil •lQOl'lttua that deteraoinea natural 

18 qroup1119• of 011!1\.<mel'l· l vill ba interuted to aea 

19 tb.a '"~urtl 111'011111 f\0 on th• paqa. 

jiO 'tt yciU 1 11 tUp riljJbt next to He. 2, vhat 

21 you•va 90t it 1 Vtnkaatovn olueter. The qreen dots 

22 era tha pOin 1
1 

Ult ulue it the oriqinal polygon, and 

23 til• rtd At Nil I'ICitiiOOlt tbat entera the aodal. 

H MIOOtdliiV to tJJte lf•\lfttld eponaora, the rectangles 

2D preaarva till bl•io •h•pa• ot tha oluater. 



1 And it you' ll flip all the way ~ver to 

2 No. 11, toward the baa there, vbat you bave le a 

3 picture of Varnon. 

4 OW"' .. lOIID aaQDI Why b thh 

!S confictential? 

6 WlftiU8 llftDilll You would have t o aelt the 

7 Hattield aponaore that. 

8 

!I anavar that . The J.ntonwation balonqa Plffi, They're 

10 the people that c an .. ke the cteter. i nation whether 

11 it•a proprietary or not. I'• trying to q~t that 

1.2 anavar tor you. I cton • t have it yet. 

13 oe•xa•1:011D caaou.a Okay . I'• aorry. 

14 Where d i et you qo? 

1!521 

15 Wli'IIW ftliTIIJII Mo. 11, which h a .,lcture 

16 or Varnon. 

17 Aa Kr. Wood, the ltattield witneaa, pointed 

18 out eerlJ >r in thh prOC<teding, the problea wi th the 

1!1 &CPH, the problea with our qrid approach h that we 

20 tend to eeperata cuetoaere who ahould ba aerved 

21 toqether. 

22 What you have in thh picture o f Vernon ia a 

23 whole lot of overlapping cluatere. You've got a 

24 cluater to tba veat vblch baa pointe f urther eaat than 

25 the cluater to the eaat. You've qot a c l ueter to the 
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1 north that baa po\nta farther aouth than tha oluater 

2 to the aoutb. 

3 Me don't know which pointe qo in vhioh 

1522 

4 oluater. Maybe PlfR will eventudly let ua knov. But 

5 in taraa or aeparatinq eua~n wbo ahould be aerved 

6 together, tbia la a perfect axa•pla of hov arbitrary 

7 the oluater detar.ination ia that tba Hatfield .adal 

8 ia baaad on. 

9 ~a.D GaOUI Do - a favor. You' ra 

10 on thia nov and loolcinq at tbia aap, I quaaa, broadly. 

11 -r-11 .. hov your .adel would eaptu.ra thia. 

wxnu. 8DTW111 Okay. You e.n • t evan a tart 

l 3 unti l you look at vbare the roada a.re hera. We don 1 t 

14 bave tba roada 

15 Cl!CW!IlUlOII'D CDilCUI Tba reaaon I point 

16 th1a out 1a it alJioat appeara that there are road a. I 

17 ..an, thara•a a qraat at.!larity, and that'• why I 

18 aakad you, beoauaa I doubt that thia ia a -- juat a 

19 coincidence that tbey•re al l lined up tbia way. 

20 W'l.,...l lftlJIJII No. And it I can point 

21 If y ou look at the top left corner, you eea there'• 

22 kind or a oirole there. Okay. Having looked at tbia 

23 for a long ti .. , wbat that i a ia a canaua block 

24 boundary. And tor that canaua block, nobody could be 

25 qaocoded, ao tha H.attield people put everybody on the 
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1 bouJ"dary. 

2 

3 lookinq at it and aayinq tbara auat ba a road th~ra or 

4 11011athi.ng that -

5 WI.,.... eftDDI Yeah. That•a vary clear --

6 I bllvan•t aaen the cencue block boundary, but v a could 

7 overlay it on thic it l"NR let ue do that. 

8 O•MIUIQIID 009 0111 What VIlli t .ha geocodinc; 

9 aucceea ratio tor vernon? 

10 WI'fM ... fta111il l I don't bava Vernon hera, 

11 .but va can qat tbat troa tba e.x parte tbat -- oh, 

12 hera. Kr. Rebvinkal haa it. Accordin9 to the 

13 li&ttield aponaon 1 C1ocu:aenta, o. on. 

14 

15 pl••••· 

16 

17 

18 

19 

20 

21 

22 area? 

23 

2 4 

25 

canter. 

CCWJNX<lmlll DD""''I say that again, 

WXH'I' IDDIJll Zero. La .. than lt. 

CCWJIIXa.D DD.IOIIt Laaa tban U 

WI'fllllll ..,.)'D. y ... 

lrl'fiiUI eftDDI Yea. 

oo•••NI<lmlll DDII<lPt For the entire Varnon 

tn:ft!l'l ..,.IDa Yea, tor the Varnon vir• 

All I bllva lett ie a conclueion, and it ' a 
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1 real abort. Both tho aodale that you have before you 

2 aalte aeeu.ptione. Both of tho aaka adjuetaante, 

3 bacauea wban you ' re aodalinq ao .. tbing, you have to 

4 treat thinqa in a ~tandardi&ec! way. 

5 It co ... dovn to which aaauaptione do not 

6 introduce a biu to tha IIOCSal. With regard to the 

7 aocSele you have, the BCPJC ia the one that qete cloeer 

8 to bainq riqbt. That •a ay conoluaion. 

9 CW'DXI• Joml'"..olla 'l'hanlt you. 

10 lSil. aDIIW*KI·I Dr. staihr ie tenchtred for 

11 oroea-axaaination. 

12 D. COSt Chairaan Johneon, before ve baqin 

13 the oroae-.xaaination, staff tbinlte it would be 

14 appropriate to icSantity and uric an exhibit, and it 

15 uy be a con~lict on tbe identification with eoaa ot 

1.6 the ralluttal exhibit& that Kr. Rabwinltel and 

17 Mr. Staibr introcSuc:ecS a aoaant ago. 

18 It'• idantitlecS aa BKS-11, eo wo aay need to 

19 coao up wltb a new identifier tor it. It ie tho 

20 depo11ition traneoript and late-tiled depoaition 

21 Exhibit Hoe. 1 tbr?uqb 15. It'a a coapoeite •~hibit, 

22 and we'd ult that that be aarltad tor idantitication. 

23 All a nov identifier --

ll!DDJ(IJI Jc.cJIJOIII I ' a .orry. B.lt.S-11? 

D . coxa Yea. 
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1 Cllmimr&Jf J<*JIBOIII We don •t have anytbinq 

2 identified aa 

3 D. coza I thouqht Kr. Rahwinkel aantioned 

4 BXS-1 thrOUgh aOIIMtbillCJ, 

!5 CID""DY .70111110111 Yea, but we calLed it 

6 aoaething elae. 

7 a. OOZa Okay. So we can qo with our 

8 identitler? 

911 annn• JQiiJiSOIIa tlh-huh. We called one of 

10 tb .. BJtS r ebuttal and one ot thea auppl ... ntal 

11 rebuttal. 

12 a. 00:11 That will be tine. 

CZ'""DY .10111110111 BXS-11, and that will bG 

14 i~entitied aa 60. 

15 a . ooza Thanlt you. 

16 (Bxhibit 60 .arked tor identification.) 

17 CID""DY JCmlaQIIa Any queat1ona on thia 

18 aide ot the rooa? 

1!1 a . ....-nntW:L1 Kadaa Chairaan, bator• we 

20 qet atarted, could I be c lear we've qot actually 

:u two -- wa•ve qot arother BXS-11 within the coapoaite 

22 Exhibit 5!1, which ia a c~ppl-tal rebuttal exhibit, 

23 tha aapa that you ware ju.at lnolting at. Ia thia 

24 nov 60? 

25 CIDDJQJI .70111110111 tlb-huh. 
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1 

a 

3 

• 
!I 

6 

7 

8 

9 

10 

D. aan.aarD'.I Olley. 

a . ~~ Then you, Madaa Chairaan. 

The aurae ot bain<; tirat in tha alphabet. 

~· •DifTI!ll.'r%011 

aT D . LIMOUJI.aOJ: I 

Q Gooc1 110rninq, or. Staihr. 

a 

Q 

a 

Q 

Good 110rnin<; . 

I ' a Jia Laaouraux. I rapraaant AT,T. 

Biee to aaa you. 

Let •• beqin by aelcinq you a couple ot: 

1526 

11 qua&tiona about your acmaary. 

1a In andora1119 tha 8CPM in :~our au.aary, you 

13 aantionad tvo thinqa. One vare anqinaarinq 

14 a.aaUllptiona, arcS ona -r• input. 

15 Aa to anqinaerinq aaauaptiona, you•ra not an 

16 enqinaar; riqbt? 

17 

18 

.. 
0 

Ho, air, I •a not. 

So in your endoraaaant ot BCPK'a enqinaarinq 

111 aaauaptiona, you•ra relying on the enqineera that 

ao participated in putting t09athar DCPM1 ia that ri9bt? 

21 a Yea. I talked a lot vith tha anqineera, and 

22 I aalcad tho a lot ot queationa about hov ve build our 

23 netvork1 and I'• tallcLD; aboUt Sprint'• anqineera, not 

24 naoeaaarily BCPM anqinaara. 

2!5 Q So tor queationa about anqineerinq 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

l2 

13 

14 

15 

16 

17 

18 

aaaaptiona " .. _n BCPH, really that' a tor ~ople lUte 

Dr. Bovu.n? 

r. I abeolutaly agree. R• would be a •uch 

better peraon to a&k thoa• queationa to. 

Q And in te.r.a of inputa, input.a ara not a 

aodelinq iaaua. woul~ you agree vith •• on that? 

r. I:nputa a.re a aodelinq iaaue in the way that 

they're u.aed in the IIOdal. I'• not the a~itic input 

vitn•••· Jolr, DicXeraon and Kr. L .. JUtli are. 

My purpoae in tlle proceedinq bare today h 

becau.ae :111 tho .. thinqa ca.• toqatbe.r, and you ltind 

ot need ll ~non to deal with hov they co.•• toqether. 

and that ' • - · 

Q so, aqain, in endorainq the input• to BCPM, 

you ' re not -- you're relyinq on input that you ' ve -

advice that you've qottan trca otber tollta ~ tlloae 

inputa? 

No, not coapletely; bacauae in endoraing the 

19 inputa, t ' • a lao endorainq tlle way tlle •ocS•l uaea tll-

20 and u .. a th .. appropriately and accurately. tt•e a 

21 big part ot wbetber or not tlla input ia any good, hov 

22 the aodal uaaa it ; and I ' • dealinq with that. 

23 Q Oll:ay. But aa to quaationa about a~citic 

:14 inputa, vby did you cbooH tbia input rather than that 

25 input, tllat•a 110re a queation tor Jolt'. DicXeraon or --
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Or Mr. Lauali. 

Q or Mr. x.a ... u 1 

3 

Q Okay. And vould you ac;rr .. with •• generally 

5 that a aodel itaalf cou1d be atfioiant, 

6 torward- looldnq, but it you oho .. backward looking 

7 input& or biatorioal input&, you would qat an 

8 inappropria~ r .. ult? 

9 You can do a lot of thinc;r• vith a aodal to 

10 qat an inappropriate r .. u1t, an4 inputa 1a one vay to 

; 1 do that . 

IAt ' a juap right into thb ideo that you 

13 aaid in your au.aar:y that the Hattialli aodal iqnorea 

14 ouatoaer looationa. And tor convaniance, I vant to 

15 tooua on BXS-1 to your auppla .. ntal rebuttal. 

16 Yea. 

17 Q It will be a little dancing in the dark 

18 aince ve can't put it up, but I hope by aakinq I can 

19 aake it olaar. 

20 B\U'a. 

Q The clota on that pac;re, thoaa rapra .. nt the 

22 cuatoaer looationa •• identified by PNR; ia that 

23 rigbt. 

24 raa, they do. 

Q The irrequl.ar ahapecS polyqon that aurrouncla 
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1 

2 

3 

• 
5 

tbo- dot., that • a the pol}"1on that • a drawn aa a 

reault of tboae cuatoaara location•. 

a Yea, it la. 

0 

• 
That ' • tho convex hull? 

Y .. , it ia . 

6 0 Tbia irregular ahapod polygon -- aorry. 

7 strike that. 

152!1 

8 The C\Uitoaor locationa are uaed to conatruct 

9 that irregular abape<l polygon. 

10 

11 

• 
0 

'l'lult ia correct. 

So it ' a not entirely accurate, then, that 

n the IIOdel iqnor .. C\Uita.er location• ))ecauae thoae 

13 location• are uaed to conatruct that pol}"1on; ian•t 

14 that right? 

15 a That•a wbare we're going to have to 

16 diaaqree, beoauae you've got it wrong. The IIOdel 

17 never aeea --

18 O'**'Ula.D GUCU1 Sorry. You're going 

19 to have to diaaqr .. becauae? 

20 naua l'l'lUJDr I •a aorry . I aaid you qot 

21 

22 

23 

24 

25 

it wrong, bvt that'• incorrect. 

0 (., llr. r.e..oura1m) It'a incorrect beoauae 

you're aeparatinq out the proc..a or Clravinq the 

polyqon troa the ao<lall 

a I'a alao aaparatinq out vbat qoea into the 
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1 aodel. The polygon never goes into the ~ol. Tho 

2 

3 

4 

!I 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1!1 

16 

17 

18 

19 

20 

aodol novor •••• tho polygon. Tho aodal never •••• 

that th.a top guy ia !I •ilea away froa the bottoa guy. 

0 Oltay. lAt .. try it this way, then. Tho 

praprocoaainq stAge of tho Hatfield aodal does not 

ignore the cua~ locations, bocautlo those c:uato .. r 

location• are used i .n conatruotinq thia irroqular 

shaped polY9on; ian•t that riqht? 

& Tbat•a right. Tho proproeaaainq done at 

PliR, again, Vltich novar ontua tho aodel doean' t 

ignore thoao. 

Q Once that irroqular ahaped polygon ia drawn, 

that ia uaad to construct tho aora rogular shaped 

polygon. 

wall 

& Jutlt tho aoaauro of tho area; not tho ahape. 

0 

& 

Q 

But oleo tho hoiqht/Width aapoct ratio aa 

Yea; and that'a whore the distortion occurs. 

But tha -

p••,ura.a o•••Oll• bcuee ... IAt •• a•k 

:a a queation. t.ookinq at tho exhibit, do va ltnow thoao 

22 are actual looationa? Ware those actually qooeodod, 

23 or waa tharo an aaauaption aado about putting it on 

24 the por1Mt.r of tho canaue bloolt? 

2!1 WX,..... .nDD• Kavinq worlted with thla a 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

u 

14 

15 

16 

17 

18 

19 

1531 

vbile, fi.rat ve know Beve r ly Hilla ba d a very good 

qeocode r at.; above 60t, aaybe aa high aa 70, but I 

knov tor a taot it ' • above 60. 

Loolti.nq at the vay theae are laid out bare 

and bavinq looked at a lot of the geooodinq lat.ly, 

you notice that they ' re very dif ferent fro• the ver·non 

one that bad zero. 

The vay that they •ro cluatered in the bottom 

r ight and the lofay that they're curved in the top loft, 

gl.encin9 at thia, and havin9 bad a reaaonable aaount 

ot mcperience, I vould bet theae are <J<:oooded point.a. 

I don ' t knov that, becauae PNR doar.n•t let ua knolof 

that. 

0 (al' Jlr, LUIOurewr) I juat vant to etep 

tbrou.gb thia one at.p at a ti.ae. In the preproceallinq 

atage of the IIOClel the cuatoaer loc-ationa are 

ldentltled7 COIIblnation ot c;reocode plua aurrogate. 

a That'• correct. 

0 Tboae coa -- thoaa location• are then uaad 

ao to oonatruct tht. irr~lar ahaped polygon? 

21 a Tbat'a correct, too. 

22 0 Inforaation about that irreqular ahaped 

23 polyc;ron ia then uaed to conatruct the aore reqular 

24 ahepad polygon. 

25 Koet or it ia not; only a very aaall pert, 
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1 and tbat' a only the area. Tho pertinent into~tion 

2 ia not uaed. 

1532 

3 Q 'l'ha area aa well aa the heiqht/width aapeot 

4 ratio1 ia that - -

5 a Aqain the height/width aapect ratio ot thia 

6 polygon ia actually not vhat ' a uaed. Tho heiqht/width 

7 aapact ratio of the ainiaua boundary reotanqle ia 

8 wbat ' a uaed. :r can qo through that it you ' d lilce. 

I) 

10 

11 

12 

1 ') 

14 

1!5 

16 

1"1 

Q No. :r•a okay with it. 

A Okay. 

Q An4 then thi• reqular ahaped polyqon ia ~hat 

co .. a out of the praproceaainq to go into the aodel? 

a Tllat•a col'raot. 

Q were you hare tor I think Mr. Wood's 

preaentation at the beqinning ot tho haarin;~ 

a Yea, I vaa. 

0 Do you agree with hia that aodela qenerally 

18 can' t handle irrequ~ar ahaped polyqona? 

19 a Definitely I aqroe with that. 

20 0 so there'• a rational reaaon why the 

21 irregular shaped polygon 1a tranatorlled i nto a •oro 

22 regular ahaped polygon ao that the aodel baa aoaathinq 

23 it can work withl 

24 a I'• not aura I can aqrae with that. 

25 Q would you aqreo with ae, thouqh, it would be 
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1 pretty near iapoaa1bla f or a aodal to uaa an irregular 

:z ahaped poly9on lilta thb? 

3 a No . I vould definitely diaaqraa, ~c:auae 

4 that'• exActly vhat the FCC ia doing. 

5 Q Okay. And that ' • i n their hybrid coat proxy 

6 

7 

8 

9 

10 

J.l 

1:1 

13 

aodel? 

" 
Q 

Yea, air. 

And in that bybrid coat proxy aodel, the rcc 

uaea a c luatarinq proceaa rather a qridinq approaeh; 

ia that 

a Al»olutely vroft9. They uae a qrid laid over 

a oluat•~; a qrid vary aiailar to tha OCPM 'a qrid. 

They firat conatruct a cluatar, caon't they? 

l4 a Yea. They conatruot a clue tar uaing tha 

15 technique that ve uae to oluatar qrida. 

16 Q In fact, have you aaen t.h.a public notice 

17 iaaued by the rcc on Auguat 7? 

18 a Yea, air. 

19 0 And era you taaUiar in that it tallca about 

20 tboir platfora uainq a oluaterinq approach boc:auae it 

21 appear• to have advantaqaa over qriding approac:h.aa? 

22 a y... '!'bey ara very into their o luatering 

23 approach, Vhic:h ia very d1ftarant than your cluataring 

24 approach. 

:Z!I Q In Vhat vay Ia it different? 
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18 
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20 

21 

22 

23 

:u 

25 
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A Their cluaterinq approach ia a diviaive 

approach vhich 1a eiailar to vbat the BCPM c:s.oee vith 

qride, vhicb aeana, you take a big area and you aplit 

it. The Battield cluetering approach 1a called an 

atJ9lo.erat:iva approach. You take little araaa and add 

th- toqether. 

Q But it doaan•t uao the aaae aort of grlding 

approach that BCPM beqina vith of conatructing ... u 

aiorogride and aqgreqating th- up into an ultiaate 

qrid ~ithout doing any clustering firat . 

A lfo. What it doaa ia, it takea thaao ... u 

qrida and lays tho over the cluster til avoid the 

distortion that oocure in the Hattielc:l aodel. 

Q But the ~ybrid coat proxy aodal begin• vith 

a cluater, it does not begin vith a grid; correct? 

:l That ie correct. 

Q Let'• talk about the BCPK. I drew eoaething 

on the board to eave a little tiae. 

And ve talked a little bit about thie with 

Or. Ouffy-Deno yeeterday, an I'• going to try and aove 

through it fairly quickly. 

Tbe vay 8CPM works 1e ita finest level of 

geographic oonatruot ie a aicroqrid; right? 

A 

Q 

Y .. , air. 

Okay. AncS it takaa a collection ot 
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2 .aoroqrid. 

1535 

3 a Tbo .. are tvo different thinqa, but yea, an 

4 ultiaae. grid. 

5 0 Oltay. Ulti&ate grid. 

6 o••xnxoaa oucua so tbat I Jrnov, v hat •a 

7 th"a dUfe.ranoe? 

8 WI_. eniD• Ware you hera t or •Y 

9 praaentation, air, at the beqinning? 

10 o••tul .... aac:ua Yu. 

11 WI.,.... ~· I ahoved a picture of 

12 TallahuHe, and aaae g-rida vara little and aoae g-rida 

13 vera biq, but all of thoae ware ul~iaate ;-.·ida. 'l'be 

U aha that it ancSa u.p bei"'l dapenda on bov aany people 

15 ara there, boll oloaaly they are paCked toqathar . 

16 You •ve 9ot a lot of people clOilaly paCked tQIJathar, 

17 you ' ll have a ... 11 g-rid; lot of people apread out, 

18 you ' ll have a biggar ultiaate grid. They c an be 

19 different daaa. 

20 0 (Jtr llr. r-ogreua:) But it talcaa a 

21 collection of •iarocp"ida, and on top ot tllat 

22 collection of aioro;rida it drava an ultiaata grid. 

23 

24 

25 grid. 

a 

0 

It a91J1'egatea or -- yea. 

It collacta the •icrocp"ida in an ultiaata 

FLORIDA PUBLIC SERVICE CO'IOUSSION 



1 

2 

3 

• 

" 
Q 

qri d. 

" 

1536 

Y ... 

An4 tbara are 64 aicroqrica in an ultiJulta 

Mo. Thera are 64 aicroqdca in a aaoroqrid. 

5 Tbara aay or aay not be 64 in an ultiaata. I'a juat 

6 trying to keep it --

7 Q Olc&y. Wall, tor eiaplioity aalte, wha t I've 

a qot bare 1a a aacroqric! witb 64 aicroqrica in it. 

'4 A Yea. 

10 Q Olc&y. 'l'be way ve qat to where plant ie 

11 built and that'• what I vant to qat to in BCPN 

12 ia it taltaa that aacroqrid and dividaa !.t into tour 

13 quadranta; 1a that dqht? 

14 

15 

16 

17 

18 

1!1 

20 

21 

22 

23 

24 

25 

a 

Q 

Yea. 

Okay. And then vitbin the quadranta it 

conatructa aoaetbinq called a road racS•lcecS 

diatribution araa vitb~n aaoh quadrant; ia that riqht? 

a Within ucb populated quadrant --

Q Okay. 

a Well, actually, yea; it•a conatruc:tad vitbin 

each. It aay not be uaed. 

Q And tbia roac! reduced diatribution area ia 

oentarec! on the road centroid of the quadrant; ie that 

riqht? 

That •a riqht. 
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Q And then what BCPM do.a tor conatruating --

tor .ode.linq conatruct1nq plant ia it duiqna plant 

froa the canter of the ultiaate c;rid -- well, it 

deaiqna table firat troa the center of the ultiaate 

c;rid into aaab road reduced diatribution area. 

a l!llab populated road - -

Q Okay. So if in ay eX&JIPla, for eiUlllpla, if 

thr .. of th ... road red.uced - thraa of tneae 

quad:rante ara unpopulated, it will oraata tha road 

dietribution area for aacb, but it will only deaiqn 

plant into tha one that •a populated? 

& Yaa, air. 

Q Okay. What I want to qat at. !a, because 

thia road reduced diatribution area 1o1hat I've dra1o1n 

1n tha daah linea - - ia centered on the road centroid 

of the quadrant, it aay not cover all tha e1cr~r1da 

that bava population in thee; ian•t that ri<Jht? 

A That ia exactly ri<Jbt, yaa. 

Q So, for ax~~~~ple, let's aayili<J thia quadrant 

ia popu.lated hera. Thia road reduced diatribution 

area could be dra\111 depending on vbere the centroid 1a 

ao that it only covers tbaae upper four eicrQqrida, 

even thou9b there -- theaa eicroc;rida d01111 hera aay bo 

populated? 

A Okay. You lulva to ba careful, because if 
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1 the•• a!croqrida are popula ted, it ' • becau•• there are 

2 roada there. It there are road• there, the road 

3 centroid won't be put where you ju•t said it vould ba 

4 put. 

5 0 Oltay. Let .. talce thh. It thia quadra nt 

6 ia -- baa roada in it Jln aucb a vay that thera ar• tar 

7 aora roada in the upper lett-band pert than in the 

8 bottoa right-band part, the road reduced diatribut!on 

9 araa 1• gointJ to be puabed up tovard• tha upper 

10 le~t-h&nd pert ot tha quadrant. 

111 
u 

Yea, •ir, that'• correct. 

0 So it could vary vall be poaaibla that there 

13 i• a aicroqr!d that ba• aoae r oad• in it a nd, 

14 tharatora, 1• •••used to be populated, but the road 

15 reduc.d 41•tribut1 ,n area doea not cover that 

16 aicroqrid. 

17 That'• right. 

18 0 So in conatruotinq vbare plant h built, 

19 plant aay very vall ba built in tha BCPK plant aay 

20 very vall be built in BC plant - - PK - - to pla caa 

21 not to all placea vbare 8CPK ha• aa•uaed people liva. 

22 Okay. And tbara ' • aoaethinq vary iaportltnt 

23 that you can't torvat bare, and that 1• -- that thh 

24 gate ~ical , and thJ.• h an •n~~inear quaation. 

25 lllecau•• we do not taper our backbone 
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1 cable -- ir ve bave to have backbone• an4 ve built 

2 th- bare, th.ay coul4 juat a.a eaaily bava bean bare, 

3 reaabinq an area that Jlan't really aovara4 by the roa4 

4 ra4uaacS area. (In<Sicatinq) 

5 

6 

7 

8 

9 

10 

11 

12 

13 

u 

In your aodel you taper the backbone cable, 

eo you quye can't do tbat. It'a a aodalinq convention 

eo that the length ot cable 1• not auch that it 

couldn' t actually aerva a ouatoaar that ian•t located 

in the road reduoa4 area. 

0 Okay. An4 vben you're telkinq about -

ve•ra tdJtinq about conneotinq cable? 

a Nov I'a talJci.nq about backbone or branch 

cable. 

0 An4 that'• vlthin the road reduced 

15 4iatribution area? 

16 

17 

Yea. 

Okay. So the vay tho ao4el vorka ia it 

18 rirat conatruota the conneotinq cable into t ho road 

19 re4uca4 diatribution area --

20 Right. 

21 0 -- and than it conatructa branch an<! 

22 bao~na cable vithin that road reduced 41atribut1on 

23 area. 

24 

25 

a 

0 

Tbat'e ricjbt. 

aut you agree vith thi., road ra4uced 
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1 diatribution ar .. could vary vall be in a part of tha 

2 quadrant tbat doean' t covar all tha aieroqrida that 

3 bava roada and, theratoro, 8CPM initially aaauaoa vera 

4 populat~. 

Yaa. It could vary vall be that tha plant 

6 ia plac~ vbar• ve aaau.ed 001100na vao and ian•t. 

7 o•••nta.a QUOUa lfbila you're qattin<J 

8 oat up aqain, lookinq aqain at thia ax.bibit that va 

9 vara loolcinq at, tell M vbat -- aaauainq that, aa you 

u . a toted, thia ia a very acx:urata -- uainq tha HAI 

a! aodal, qiva M an axaapla vbat would happen 1t va uaa 

12 I!CW.. 

13 WI,.... ~~ It vould be real aaay if I 

14 could put thia on tbara and drav on it, but I don't 

()•MTUia.D GaCDI Wall, I don't think 

16 you .1\ava to. JWit lat•a aaauao that thia ia hov va 

17 have the people, that thay•ra apraad out to tvo 

18 •xt.r-•. 
19 WltW ... ~~ Right. 

20 ()•W•Ht<*D GUOIAI Tall M hov IICPM --

21 tlrat ot all , qivu _. an idaa o t hov tha ultiaata grid 

22 would look againat tha apace that I'a looking at. Ia 

23 tbat the r~ trianqla? Ia that an ultiaata grid 

24 that 

25 tnftUII ft&XDI No, no. 'l'hat•a a Hatfield 
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1 reduced rectangle -

2 co••tUI«*D QaaCUt Okay. so give •• a,n 

3 id.ea ot hov --

5 no u ltiaate q-cid can be ae big ae e011e o f the reduced 

6 rac tan;lae, thie would probably be served in tvo 

7 different ulti-te 9t'ida. The top people in the lef t 

8 corner would be in one c.\rriar eervin9 are.a, tha other 

9 people woul d be in another. 

10 tfe 'd loolc at vhere the recorda are. And 

11 here it. loolce lilce va•ve 90t a road that kind of 

ll CU'rV .. around to the right and &ips back up. Okay. 

13 If it happened that --

14 CC*"Taa':tOJID o.aaona That • • a c011plet.a 

15 aaaUilption on your part. It ' s just you're aeeinq tho 

16 there and you aaeu.e ''hat it ' • a vindinq road. 

17 •hww ft&DIItt Yaab. I can ' t tell vithout 

18 baing able to actua_lly aae vbetber these are actual o r 

19 eurroqata pointe, and- don ' t knov that. 

20 C'*"IUX«*D a&out Okey. 

21 tril'llllaa ft&IDt Oo you vent .. to aaalllle 

22 they're actu.l end they 're on a road? 

23 

24 you stated., that this 1• very, vary accurate. 

25 so the r oad ie going to 
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1 go - curve aroun4 thare and go atraight up. We 're 

2 goin9 to caloulata a road reduced area, okay, tor 

3 that, and tbat•a going becoaa our dietribution area; 

4 but before va do that, va put an ultiaata 9rid over 

5 that bunch ot cuatQaara. 

6 a• •UI'*D aaacua You're looking at the 

7 top lett? 

8 Wl'f .... .nTK~a TOp lett, y... we rind the 

9 r oad centroid, vbioh ia probably that one, two, three 

10 fourth dot down. See the f ourth dot down trOll the 

11 top? We would probab ly put the di9ital loop carrier 

12 r ight tllere at the roal!l centroid. The conn.eeting 

13 cable would ~ranCh out probably to the right an4 to 

14 the lett, bead up tQ aerve thoae people, head down to 

15 aerve the people on tho bottoa right, juat aa waa 

16 drawn bare. 

17 

18 

19 

20 

COMWTIIIC*D G&I.CIAI Jlovaver, lot ao 

juat looking at thia a&ae thing, lat•a aay that 

thia ie really a rural area. You've divided it 

into -- you've got all thaae cuatoaera to the left. 

21 aaau.e that the dote that are riqht on the edge ere 

22 the onea that the U.\1 puta there beoauae it c1oean•t 

23 know vbere they go. 

24 W%15&11 .,.TKI, I don't think your 

2!5 aea~JJ~Ption aay be right. Thoae could very well be 
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1 actual cu.u...r locationa, ancl it ' a jUJit that their 

2 clustering ..thodoloqy dec ided thoaa could be included 

3 but no further onaa. could. 

4 

5 point evan better. It, let 1 a aay, there vaa a at.ata 

6 road that ran -- or I d on't lc.nov Where Beverly ia , ao 

7 lat•a -- and tbat•a •Y ovn probl .. -- but lat •a aaauaa 

8 that an iJ'Itaratate want through there, vhicb you do 

9 not di8count iJ'I your .odal, ancl thaaa era rural 

10 people. 

11 What it would do -- lat'a aay, tha road ran 

12 ,, .. t t o Wf!At. What it vould do than ia take thoaa 

13 people, it we knav tbair addraaa but didn't know about 

l4 roadvaya, and tban it vould cluater th .. along that 

15 roadway. 

16 lflfilili,l •~ax.a• Kot it it'a an intaratata, 

17 becauaa wa don't put people on tha il'lteratata. lfa' 11 

18 put th .. on a atate hiqhway, we'll put tbaa ~n dirt 

19 roa4a, but va won't put the• on an int2.ratate. 

20 CCl"))'l .. lc.D caaona Olt4y. But it vould 

21 o~uatar th .. all along a roadway thara it that •a vhat 

22 you had. 

23 lflfilili,l .....xlllll It vould diatrib\lte thu 

24 along the roadway, and than it would t a.ka that area 

25 "'*YY .. Ic.D GaCU1 But it would alao 

FLORIDA PUBLlC SERVICE COMMISSION 
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2 there. 
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J n~ IDDD• Yea, it would. It doean't 

4 leave out dirt roada. 

5 ~UIIC*IIIl GUCUI So it would taka all 

6 th .. e people and diatributa thea evenly along a 

7 roadvay. 

8 WI .... I fftiDI Yea. And it I could --

9 WIIIo.alll GUCUI wouldn ' t that have a 

10 tendency in tbia caaa to -- it there waa a roadway 

11 qrid ~t wu very apread out, in thia c•-'• incraaae 

12 the ueu.ptiona and coata involved in earvinq those 

13 cuato.era? 

14 WXftUI lnDDI• It would it we lett thea 

15 apraad out. we don't leave thea spread out. What we 

16 do ie, aay, they're along a road, wo put thea along 

17 the road. we taka the butter area, 500 teet on either 

18 aide, convert that to a square, and build the plant 

19 within the ~JqUAre. 

20 I tanad earlier that you have to aalte 

21 eten4ardiai.ng ... IDlptione once you get to a vary low 

22 level . Tbet'a one ot thea. 

23 - - -

24 ('l'ranaaript continue• in sequence 

25 VolWM 14,) 
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