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l PROCEED I NGS 

2 (Transcript follows in sequences from Volume 22 . ) 

3 JAMBS WEI.LS 

~ continueo his testimony under oath from Volume 22: 

S CONTINUED CROSS EXAMINATION 

6 BY MR. PONS: 

7 Q Wore theoe contractors contractors tha~ typ1cally 

8 do work for telephone companies? 

9 A Ae far as I know, wi thout knowing the nameo of 

10 the contractors. But given the ~tems that they responded 

11 to, one could readily conclude that they do work for phone 

n companies. 

13 Q And could you define for me what you mean by 

14 large scale jobo? 

15 

16 

17 

18 

19 

20 

21 

A Sure. The criteria ot the model is the scorched 

node concept, therefore you would be rebuilding the entire 

network. YOU would get economies o f scale. So what you 

do"' ' t want i o somebody io to give you a ccot to set one 

pole, becaULe it would be higher. You don't want the cost 

to bury so feet of cable, you want the cost --
Q I didn't ask you what you would not ask Cor, r 

22 aoked you what do you -- how do you define a large scale 

23 job? 

24 A I •m just t:rying to dest:ribe it. It • s where the 

25 contractor has enou.gh quantity of work to where they get 
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1 economies of scales chat they give you lower costs. For 

2 i nstance, ehe cose from a contractor to bury 5,000 feet of 

3 cable is lese than the contractnr iu going to quote you to 

4 bury 50 teet of cable. And under a scorched node concept, 

5 you are going to be getting the economies of ucale. 'That • a 

6 why it is very important that for purpouee of developing 

1 contractor costs chat the ILBCs not use their ~ster 

8 contractu for doing onesies and twosies and smell jobs. You 

9 want to get to large scale projects, because that's the cost 

10 efficiencies that would be obtained from a scorched node 

ll concept. And that's what we asked for ln thio request. 

12 0 Was the contractor that responded with the $6 per 

13 

14 

15 

16 

l1 

18 

19 

foot bid, was that for & l&rge scale contract? 

A lie should have bee.n given the same requeat as 

anyone else. 

th 

Q And eo was the 4.93, the 4 . 5 0 , etcetera, ion't 

correct? 

A 

0 

7hey should have been all given the same request. 

so they were all bidding on a large scale 

20 contract, right? 

21 A Let me be clear. It was not a project, it was 

22 not a quote, it was not a real job, it was a request tor 

23 their cost for doing things. Anrl it was done Co r the 

24 purpose of validation of input values that had already been 

25 developed. 
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1 0 And the $6 quote, or the $6 price that waa 

2 reponed by a contractor. t..hat was not for a emall job, that 

3 was for a large acale job? 

4 

5 

A 

0 

Okay. No disagreement. 

And the number that you were validati~g. that ia 

6 eet fon:h on Page 21 of 25 of your direct teeLimony, ~an't 

7 it? 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 

Q 

Ia there a particular line number? 

Well, that '& what I'm trying to find out. Where 

on t.hia liat on Page 21 of 25 ia norTMl touchil•g and d i rt 

with back"fi 11, rural? 

A Look at Line 22. 

0 ~1 right. And the number that - - the default 

number that ia used in th~ Katfield ia $2.89? 

A Yea. And the range of Paaaett data was the $1. SO 

to $6, and the 45 percent says that the default value of 

2.89 w&l 45 percent lower than the lowball number. The 

whole purpoae of this document ia to show that we didn'~ 

lowball a number, and that 2 .89 is a reasonably attainable 

number. 

0 But wouldn't you a lao agree that 15 of tt.e 21 

responses are higher than the default number? 

A Oh, I will agree with your math. but the point ia 

thia ia a least coat model. If you a re going to do 

something on leaet coat, you are going to got a bunch o! 



2641 

l bide and you are going to taJo:o what is a reasonable number 

2 that is tho least cost. You are not going to take the 

3 average. You're certainly not going to take the highest 

4 one . And all we did was say that -- in this case, 2 . 89 is a 

s reasonable number, because oean was able to get five or six 

6 quote& here tb.at were less tha.n 2. 89. 

7 

8 

9 

10 

Q 

A 

Q 

A 

But there were 15 quotes that were above 2.89? 

So what? 

Hell --

It doesn't mean the 2.89 is not an invalid 

11 number; in fact, it validates tho number. It saye it's a 

12 this is a laaet ccst model. You would take the low bid. 

13 All we proved was we didn't always take the lowball bid. we 

14 

15 

16 

17 

18 

19 

20 

21 

took a reasonable number that could be obta~ned. 

Q Ie the $1. 50 a lowball bid? 

A In this case . when you had 21 quotes, and a 

$1.50, which is substantially lower than the second lowest, 

t.hat W"uld have been a lowball number, and we didn't. t.ake 

it. We took 2.89. 

Q There is no 2.89 on this list, is there? 

A Because the input. value was developed be!ore this 

22 data wee gathered. All this doea io validllte that 2.89 ie a 

23 good number. 

24 Q That's your opinion. 

25 A Yes, it ie. 



1 

2 

MR. PONS: I have no furcher ques tions. 

CROSS BXAMINATION 

3 BY MR. MITCHELL: 

4 Q Good afternoon , Mr. Wells. Tom Mitch~l l 

5 representing MCI. 

6 A I'm aorry, I didn't cacch your name. 

7 Q Tom Mitchell . 

8 

9 

10 

A 

Q 

A 

Tom? 

Yea. 

Thank you. 

11 Q I want to juat clari fy a few poincs chat have 
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12 already been made by my colleagues. I promise I won't plow 

13 ground over again. 

14 It is my understanding that when you joined the 

15 -- o r when chis outside plant engineering team was Conned , 

16 t hat there was already an exi s ting set of inputs inco the 

17 Hatfield model, ia that right? 

18 A The answer ie yea, but let me add aome clarity to 

19 that , a ,.J thie io before my time. This model evolved ouc of 

20 eomething else, okay. So something else existed that had 

21 inpuc values . It was pretty quickly realized in the 

22 regulatory environment under criticism tha~ t here wa u o l oc 

23 of room for improvemenc, and so the need co bring in outside 

24 plant expertise was pretty quickly r ealized, and, thorotore, 

25 the HAl -- Hatfield Associates went out and brought in Mr. 
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1 Donovan as an outside plant expert to work on the model on 

2 the input values for outside plane. Hr. Donovan then 

3 brought in some addi tional colleagues, and out of that grew 

4 the engineering team of which I am a member. If that puts 

s it in perspective . 

6 0 And Mr. Donovan wee a member of the teem as fer 

7 as you understand it, thee came up with the original 1nput 

8 values, right? 

9 A No, to the best of my knowledge whatever preceded 

10 Hatfield, and it's in the model description, it came out of 

11 something else. It came out of something else, okay. That 

12 there existed a model and there existed input values before 

13 Donovan camo on the scene. But they were not developed by 

14 outside plant experienced people. 

15 0 And my understanding i.e that you were en employee 

16 of ATkT when you joined the teem, right? 

17 A Yes. 

18 Q And has there always been an AT&T employee on the 

19 team? 

20 A Not before I joined it. 

21 0 But while you wero on the team you were an AT&T 

22 employee, right? 

23 A Vp until I took retirement at the end of June. 

24 

25 

0 

A 

And when wae that? 

The end of June . 
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Excuae -? 1 

2 

J 

4 

0 

A 

0 

A 

I'm sorry. I took retirement at the end ot June. 

End of June this year? 

Yes . The end of June this year, yes. Jun~ the 

s 30th, 1!198. 

6 0 Now, I want to cover something that was diacusoed 

? with Mr . Wood yestsrd4y. Mr. Wood -- let me ask it this 

8 way. Would you agree that it would be inanpropriate tor you 

9 as an outside plant engineer to arrive at a conclusion about 

10 an input value and then try to find empirical support for 

11 that value after you have already reached l'OUr conclusion? 

12 A No. 

13 0 You think that ia approprinte? 

14 A Well, I think it's appropriate because the 

15 engineering team would not have had access to all the data 

16 that was needed, ao the engineering team would have to como 

17 up with the v•luea ~sed on its experience and so forth, 

18 which we id. The validation was done to show that ~he 

19 numbers were reaacnable . 

20 Now, would it have been more appropriate H we 

21 had access to all tha ILBC data and could use it in a public 

22 forum to deve lop a model, which 1 have a1gnec. agreements 

23 that we can't do, that would have been mere appropriate. 

24 That was not reaaonsbly attainable . So what we did was 

25 appropriate, and it'• the beat that could have been done by 



1 

2 

3 

4 

s 

6 
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tho group that we had. 

Q But you will agree with me, Mr. Wells, that you 

could have done the process the other way around. couldn't 

you? 

A 

Q 

No. 

That is you could have gathered your validation 

7 data firsr., and then based on that: data reached a 

8 conclueion about: ehe input: valuee? 

9 A Not in t:he t:ime frames that were required to roll 

10 out: ehie model, no. There wasn't: enough resources nor time 

11 to do what you suggested, nor could we as a group ot --

12 well, at that time a group o f contractors working for AT&T 

13 and MCI, go to a oupplier of copper cab:e or fiber cable and 

14 eay, uh, we are working on a model that we are going to use 

15 in public forums to testify against BellSouth and GTE and oo 

16 ·foreh 11nd so on, would you help ue by giving us the price 

17 data chat you would give them so we can have 

18 apples-to-apples comparisons? That ain't going to happen. 

19 So I agree conceptually that it •-auld have been 

20 more appropriaee to do what you are suggesting. What I'm 

21 telling you ~e it waa not possible to do because there weco 

22 no resources eo do it, there was no time to do it, and you 

23 juer. can•r. walk i nto a vendor and get a BellSouth price. Ae 

24 Mr . Dickerson testified, even Sprint can't got a BellSouth 

25 price. 
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1 0 so it I understand you right, if you did have 

2 sufficient time to gather that kind of data you would have 

3 gone about the process differently, io that right? 

4 A Time, resour ces, and it's not feesi~le . No 

S independent contractor is going to go into Lucent 

6 Technologies and say, by the way, I would like the BellSc>uth 

7 price, because that'D what I need to go before the Florida 

8 Public Service Commi~eion and input to my model. It's not 

9 going to happen. 

10 Now, we can get in this forum and baaed on the 

11 fact that we have nondisclosure, I can see the BellSouth 

12 price . I can c~re it to what the engineering team came 

13 up with, and say, you know, our numbers are reasonable. But 

14 to have done that prior to that, it wasn' t feasible. Even 

15 if we had had tbe time and resources, you couldn 't go into 

16 Lucent and got a BellSouth price. It's not going to happen. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 would you agree with me, Mr. Wells , that a 

reasonable starting point for all of this input analyoio 

would be the current costs that the ILECs arc paying for 

cu~rent te~hnology? 

A Yes. 

0 Now. there has been some discussion About this 

AT"T handbook. You mentioned that ~n developing the input 

values, you and other member& of the team referenced or 

looked at techni~al references, do you rem,mber saying that? 



l 

2 

3 

4 

s 

6 

1 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

A 

0 

A 

Yes, that is correct. 

To what are you referring when you say that? 

I don't know in this particular docket, but we 

l64? 

have provided under discovery a list of about 30 or 40 

documents thac we have looked at. There are a number of 

them referenced in the inputs portfolio. Examples that have 

come up today would be the outside plant engineering 

handbook, che BOC notes on the network, in discussion tho 

other day about labor, RS Mcanu and so forth. So those are 

the types of documentG I'm talking about. 

0 Would you agree, th~. since you have referred co 

the AT&T handbook in this preliminary work that you did, 

that it is an authoritative source with respect co the 

construction of outside plant? 

A Only to the extent that it has not been 

superseded by technology since it waa published. 

0 And it's my understanding that you and the team 

are mo~lng these decisions about what parte oC the handbook 

have been ouperosded, io that fair to say? 

A Hell, that's fair to oay, but I also point out 

that BCPM modelers know chlo stuff, coo. 

0 I didn't ask you about BCPM. 

A well, l'm trying to oay io it waon'L just uo in a 

24 vacuum. 

25 0 My question bad nothing to do wiLh DCPM. Mr. 



1 Welle. It ha~ to do ~ith who determines that portions of 

2 AT&T handbook had been superseded. And it's my 
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3 understanding from your testimony that you and me!!'.bure o f 

4 the t eam made those decieione, is that right or wrong? 

5 A That is right. And it wasn't just ue that did 

6 it. Anybody that was doing a least cost moot efficient 

7 baaed on currently available &echnology would look at any 

8 reference au a starting point, but would then apply the 

9 guidolinee tor theeo models and the currently available 

10 technology. For instance, it you are trying to get least 

11 cost, you wouldn't build the plant exactly like the handbook 

12 saye for an ILBC to do it. 

13 l will uoo growth as an example, okay. The old 

14 etandarde would say put in two pair per living unit. It wee 

15 discussed earlier today. That's in the handbook. I'm 

16 telling you that in torma of a leaut coat moot efficient 

17 model on curr()nt techn.ology you wouldn't do it that way, 

18 because you don't need all of that opere capacity out there. 

19 In terms of trying to got at the efticient cost •• the cost 

20 of an efficient carriC!Or, that ie the wrong otondard to uae. 

21 But it'e in ehe book. I agree it 's in the book. 

22 0 Ie it your opinion that in this field of outeide 

23 plant conatniCtion that the carrier serving area standard 

24 referenced in tbe AT•T handbook has been eupereeded? 

25 A Yeo, I •ve said that several time .. , and bot:h BCPM 



and HAl superseded, but do not violate the etandards for 

local limitations or dB lose. 

0 Ia it your und~rotanding tha t the ILECo have 

concluded that that carrier serving area otandard in the 

handbook has been superseded? 

A Yea, baaed on the fact that three ILECo are 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

oponaoring BCPM in this docket. It they diaagree, why woYld 

they be sponeoring BCPM? Because BCPM clearly exceedo the 

carrier serving area criteria for 9 , 000 feet on 26-gauge 

10 cable and for 12,000 feet limitation&. I mean, they put 

11 range ext enaione out there, they've got 11,100 feet o f 

12 26-gauge cable. Both of those exceed the standards . I'm 

13 no~ 11yins ~t' e wrong, because we do, t vo . I'm j ust sayLng 

14 we do it by design to be more efficient, they do it ao an 

15 except ion becauae of the way they put grids together. 

16 0 Now, in developing and in validating ·• well, 

17 let' s focus on developing the inputs. Was there any 

111 spe.-< fic effort made by the engineering team to make the 

19 inputs that Lhey wer e using their j udgment to determine, any 

20 effort to make them specific to Florida? 

21 A Not the outside plant numbers. As I have said, 

22 they are national values and they work within the model to 

23 produce Florida-specific outputs. And to the extent that 

24 the Commission determines that they should be adjusted, as I 

25 said, the U~st s tep ifl to get the right model and t.hen "'e 



1 

2 

3 

4 

5 

6 

7 

B 
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will work out the right inputa. 

0 Now, we have touched on this validation effort, 

would you pleaae t~ll me why there was a validation effort 

at all? 

A Sure. So that we can •• in these types of forume 

we get a lot of criticism, and if you have nothing, then 

it'a our opinion, the opinion of the engineering team veraua 

sll the king'a horaea and all the king's men over here in 

9 terms ot, in thia caae, three ILECa. There are len people 

10 that filed rebuttal teatimony, okay. 

11 Now, aubaequent to that, where we now have docket 

12 after docket, 1LEC information that we can compare to and 

13 v•11.Ute agaJ.nat, ther& i a no long8r the need to go out and 

14 gather information. We don't do it anymore in terms of 

15 validation because we can validate against the ILEC data. 

16 But early on we didn't have that data. And eo the challenge 

17 waa made, well, it'a juat your opinion veraue the LEC, and, 

18 you know, . J just didn't ·- it waa difficult in any state to 

19 come in and aay, the LSCe are all wrong, the folka from New 

20 York have got thia all figured out and ao forth. So we had 

21 to get some validation data to show that our nur~re are 

22 reaaonable. 

23 0 Would it be fair to aay that you didn't feel 

2~ comfortable going to proceedinge like thla and aponaoring 

25 1400 o r eo inputa baaed aolely on the engineering Judgment 
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1 of the outside plant engineering team? 

2 A No, that's not co>rect. I felt comfortable, but 

3 I have to convince other folks. And my opinion only carries 

4 so much weight up against, as I characterize, a ll the king'o 

5 horses and all the king's men over there. It is a 

6 formidabl e taek. And so the n~re that you can show that 

7 what we are doing ia indeed rtasonable. the better caoe you 

8 can present . 

9 0 so you would feel c>mtortable p r opooing these 

10 input values wi t hout having done any validation effort? 

11 A Tbe answer is yes, ~ut I'm more comfortable the 

12 more dat a we have. And particularly when I can compare 

13 nowadays with the actual values that the ILECs s ay they use, 

14 and i ndeed conclude, ao I have i n my analysis and eo forth, 

15 that our numbers a re indeed reasonable. In fact, in some 

16 cases a"re more reasonable. 

17 0 Now, 1 read in the Hatfield Inputs Portfolio, a 

18 section in tho beginning talking about the difficulty that 

19 the engineering team had in gett ng information from third 

20 party vendors. Do you recsll t~ •t section of the portfolio? 

21 A Yes, it's up front. It'o noL only the yeo, 

22 the difficulty and the need to protect the aourcoo. 

23 0 Now, when you came onto the team, it'u my 

24 under standing Ulat prior to thot point you had had personal 

25 experience aa an AT&T employee cooting out the coat of 
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1 building a local necwork for AT&T, am r right about chat? 

2 A Yea, you are right, but let me be specific. The 

3 networks we were looking at would have been point-to-poi nt 

4 or ring tiber cor~ecting businesses, not wire cenrer to 

5 subscriber local loop, okay. So, in my aasigrrment with AT'T 

6 at the time we never did sit down and cosc out a local loop, 

7 a full-blown local loop. 

8 Q Why wer e you o~y looking at that kind of outside 

9 plant construction? 

10 A At that time that was what. we would have deployed 

11 tor market entry. 

12 Q That's how AT&T was planning to get into the 

l3 local market? 

At chat point in cime. 

15 Q It wasn't build l ocal service everywhere, it was 

16 just these fiber rings as you call them? 

17 A At that point in time-- I'm no longer an 

18 employee, and I was never in a policymaking decision. so 

19 cake .his for what it•a worth. But ac that point in time 

20 the idea was that through unbundled network elements we 

21 would be able to serve conaumera, if you wi ll . But that for 

22 largo busineeeee around tho AT'T wire con~er, we could 

23 bypaes the LECs with fiber. 

24 Q Thoro would be things common to building that 

25 kind of network that are common to ouilding the network we 
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1 are talking about here today, aren't there? 

2 A Possibly a few. 

3 0 And in the course ot your work !or AT&T, did you 

4 solicit and try to estimate coste for things like digging 

5 trenches? 

6 

7 

A 

0 

Yes. 

And did you and the people you work with maint ain 

8 files and records about information you gathered on th1o, 

9 about this? 

10 

11 

A 

0 

At the time that the organization existed we ~ld. 

And so when you joined the outeide engineering 

12 team tor thie Hatfield model. did you tell those that you 

13 had worked with , that you were working with now ao a member 

14 of this team that you had this prior e xperience? 

15 A Yes. 

16 0 And did you tell them there were documents 

17 somewhere at AT&T that reflected the coot estimates that you 

18 were generating or had generated in the course of that work? 

19 A I think that would have been conrnon knowledge. I 

20 don't remember specifically telling them, but t hey knew what 

21 I had done and they knew that we would have had ccrt:ain 

22 coating i nformat ion for the types of networks the~ we were 

23 putting together for planning purposes. 

0 Did anyone in any of cheae meetings that Mr. 

25 Carver desr.ribed say, Mr. Welle, why don't we get chat kind 
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1 o f documentary information and let•a use it in the course of 

2 our wor k here? 

3 No, becauae what they said waa, Wella. would you 

4 look at what ve•ve got. ~nrl baaed on your experience, would 

5 you tell ua if thia ia reasonable or should be changed and 

6 so forth. There never wao a aide-by-aide compariaon of 

7 

8 

9 

10 

11 

12 

13 

14 

15 

document• as you have depicted. 

0 All right . But beaed on what you have aaid, you 

had this difficulty getting coat information, and yet AT~T 

had t his information a lready in their f ileo, eo my question 

to you ia why didn't you, if no one aaked you to do it, why 

didn't you go down and aak AT~T for thJ&e filea about thia 

coat information? 

A Well, tirat of all, the characterization that we 

had extensive t iles and multiple vendor bids and this, that 

16 and the other ia not correct. Me were looking at a limited 

1? number of project• in a couple of citiea. and we had aome 

18 hig~ ' evel coating information for budgeter• planning and 

19 propoaal purposes. What I had waa probably not ncar ao good 

20 aa what John Donovan and Joe Riolo (phonetic) and Joe 

21 Paaaett had, becauae they had recently retired trom NYNEX, 

22 and they had much better coat data than I did. So all I waa 

23 wao one additional aanity check, if you will. But the idea 

24 that 1 had thia wealth of documentlry informaLion and could 

25 do a a i de-by-aida coepariaon ia not an accurate depiction at 
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all of what happened. 

0 Do those documents exist today, Mr. Wells? 

1 

2 

3 A No. That organization was shut down and all the 

4 documents were destroyed. 

5 0 When were they deotroyed? 

6 A Well, it would have been around June of '97. I 

7 think there is an affidavit on that. It's somewhere around 

8 

9 

there. 

0 All right. This validation effort that Mr. 

10 Fassett, as I understand from your testimony, took the lead 

11 on, you described theae letters that he sent out. Prior to 

12 turning Mr. Passett loose, was there any discussion among 

13 the team members about a procedure or process he should 

14 follow with reepect to, you Jcnow, whatever vendors he should 

15 contact, where they are located , things like that? 

16 A I would surmise yes. I was not a member of the 

17 teem at the time, but looking at the Pessetl. documents and 

18 seeing the letters he wrote and uo forth, there was, I would 

19 say, a consensus o! Dean, go contact, we need c~rtein 

20 information !rom contractors, end whatever you can get. And 

21 get it on a l .. rge scale project approach. llut that would be 

22 the extent ot the f ormality of it. Oe5n then went and -· we 

23 turned Dean, they turned Dean looee, to use you::-

24 characterization. 

25 0 Now, you were deacribing the information and 
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l quotes reflected in these charts in JioiW-3 a few minu~:ee ago. 

2 Did 1 hear you say that it io your understanding that; every 

3 quote in these charts reflects information on acme kind o( a 

4 letter or survey that these vendors sent back? 

5 A That's my understandi ng without having gone 

6 through and spent the days that it would take to correlate 

7 every one of these. But if you go to the Fassett documents. 

8 and this being an example of one, and this one is Contractor 

9 P, it's a random. And then within here you have a number of 

10 quotes, and that if you then go to this chart for these 

11 types of costs you will see an entry with a P beside it . 

12 That's what this reflects, okay. These are the source 

l.3 d.ocumente. ThJ.e ia A apreadsbeet thllt summarizes these. and 

14 then back on I think it was Page 21, is a selection of 30 of 

15 those to prove another point. So that •o how all the data 

16 ties together. 

17 0 And the letter that you held u~. is that what 

18 contains the communication from Mr. Fassett to th~ vendor? 

19 

20 

21 

22 

23 

24 

25 

l Actually this is the response fr~ the vendor. 

This particular one doesn't seem to have the letter that 

went out. I have eeen a letter. I have seen a copy of it, 

but r would have to search through this pile to aee 1f there 

is one in there. 

0 Is it important to the information that you got 

back that each of theee contractors uas told it was a large 
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1 scale job, as you call it? 

2 A Sure . Bacauee if you are going to have a l east 

3 coat model baaed on a scorched node approach where you arc 

4 replacing the e.ntire network, you don't want a price tor 

5 putting in one NlD, you want a price for putting in hundreds 

6 of NIDe. You vant a price that reflects the economy of 

7 scale. 

8 0 All right. So if we were to go through all of 

9 this backup documentation and not find letters to some of 

10 these vendors on this chart, we don't know that they were 

11 told that it was a large scale job, do we? 

12 A Okay. 

1 ) Q would you agree with me then that the values 

14 represented on these charta from these vendors, tl~t we 

15 don 't know what they were told, could be disregarded for 

16 this analysis? 

17 A No, absolutely not. Because if -- let's put this 

18 in per-~ective. 

1!1 Q ~lell 

20 A tlo, no, please let me answer the question. It 

21 they didn't bid on a large scale, then they would h~ve bid 

22 higher, right? They would have bid higher. 

23 0 That's the assumption you make? 

24 A Trust mo. on economies of scale, you put in 

25 1,000 poles, the coat per pole is less than if you put in 
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1 five poles, okay? Accept that, if you would. Now, i1 they 

2 bad bid on five poles, they gave us a higher number. If 

3 t hat number then validated our pole cost, then that's even 

4 further evi dence that our numbero are reasonable. so the 

5 answer to your question was no, tor those reaoonD, even 

6 tho~gh I can't go and show you the cover letter. 

1 Q Now, when Mr. Paesett first started this 

8 validation effort, isn't it true that it was the purpose of 

9 the valida tion effort to collect quotes that would then be 

10 avenged to come up with validating input data? 

11 A Absolutely incorrect. There are no averages in 

12 here. The numbers were derived by the engineering team, 

13 this is simply to show that the numbers are reasonable. 

14 

15 

16 

17 

18 

19 

you7 

Q 

A 

0 

A 

Mr. Wells, that's not what 1 asked. 

I'm sorry. You used the term average, didn't 

I asked in the beginning • · 

I'm sorry. 

·· wasn't the purpose of the vali~ation effort to 

20 obt•in average values? 

21 A And my answer io no. The purpose of the 

22 validation was to obtain a number of quotes ·• or not 

23 quotes, but whatever you call these, but to obtain a number 

24 of them to show a range and to show that the values that has 

25 baen derived by :ho engineering teen tell within that range, 
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1 ~nd for ehe mose part would !all eowarda the least coot end 

2 of that range. There was no averaging at all done here. In 

3 fact, if you are using average values you are not using a 

4 lease cost model . 

5 0 Okay. Mr. Wells, I don't know whether you have 

6 Doctor Tardiff's testimony in front o f you, but I know you 

7 have been shown this document before, so I w1ll presume you 

8 have it. 

9 Bear with me, I 1114Y. 

10 Oreat. 

11 I have a copy. 

12 If you look at Exl\Lbit 9. 

13 I just seem to have Exhibit 2 for some reason. 

14 Well, before I get into that exhibit, let me aok 

15 Mr. Welle, in thio proceeding it's not the first 

16 have seen all this Fassett charta and Fassett data, 

l7 

18 That • s correct. 

19 You have been looking at this steff !or the past 

20 several months, haven•r you? 

21 A I believe the first extenoive review was 

22 associated with the North Carolina docket. The firbt time I 

23 saw the information was in a deposition the end of January 

24 o f this year. 

25 0 Right, January. And so since January you have 
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l had these Pasaett documents, you have hod the ability to -JOt 

2 behind them, so to apeak, but you already testified here, I 

3 think, that you just haven't done that yet, have you? 

4 A 1 think what 1 testified wao I haven't done it. 

5 It 'S not a question o f just having done it, it's a question 

6 of why would I do it. And to give you an example, 1 drove a 

1 couple of thousand milea in Georgia to do a validat1on 

8 study. Would you expect Dean Pasaett to go out and drtve 

9 tho same amount of mileage and verity that what I did was 

10 okay? It's not reasonable for me to spend my time double 

11 checking in great detail what Oeon did. 

12 Q Well, I mentioned Exhibit 9 to Doctor Tardiff's 

13 testimony e few minutes ago. You w~re a~are. I think it'D a 

14 printout of an B-mail in January of 1997 from Dean Fossett 

15 to Mr. Donovan, and let me road the firot sentence of it. 

16 You can tell me, I think, baaed on that whether you are 

17 familiar with it. It aays, 'John, when I initially 

18 contacted the contractors for coat estimates, I explained 

19 that t...e purpose was to obtoin an average coo·. of 

20 constructing local loop facilities to provide dial tone.• 

21 Baaed on my reading that, do you recall this document? 

22 A Could I see that, please? 

23 0 Sure. 

24 Could you direct me to a speci fie paragraph? l~r . 

25 Mitchell, could you direct me to a apeci!ic paragraph? This 



1 ia a copy of a fax or aomething. 

2 

3 

Q 

A 

That ia my only copy, but I juat read the -

Ob, it'a the firat aentence, okay. 
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4 Q Do you aea there th~t Kr. Faosett ta l ka about the 

5 purpoae ot the collection of data ia to obtain an average 

6 coot of building a local loop? Is it fair to aooume booed 

7 on that, that that ia what he waa doing in thia val idation 

8 effort, at least in January 1997? 

9 A The latter uaea tho word average. and it may be 

10 that in going to the contractor& he uaed the word average eo 

11 aa to get their average coat. But in terms o t how the data 

12 waa ueed for the purpoae o f validating tha~ our numbera are 

13 reaaonable. there definitely ia not on overage. You will 

14 aee no average. And for the reaaona I have explained, it ia 

lS o leaat coat model. 

16 You look a t the range and you look at 

17 particularly how many bide are -- how many quoteD are lower 

18 than wt ... t we uaed. We went back to the previoue example o f 

\9 2 .89 for the plant . We had five quotea lower than that. So 

20 that'e how the data waa u1ed. The fac t that back in J anuary 

21 o t '97 that Dean uaad the word average in An 11-rnail to John 

22 ie for what it's worth. 

23 Q That'l my point. Now, you are awaro t haL in t he 

24 early workaheota of tha Hatfield ~el, and apecifically 

25 tho•• that pertain to Vereion 3. 1, thoro a re thoao bar 
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1 charts, I chink, are in the current HIPs, with calculationa 

2 of average values baaed on the information gathered by Mr. 

3 Fassett, o re you not? 

4 

5 

6 

A Could you ahow me an example. Or just tell 

I've got the HIP, would you just give me an example? 

0 I seem to have not brought it. Is it your 

7 recollection that averages weren't computed in the bar 

8 charts attached to the Hattield model Version 3 .l? 

9 

10 

11 

A 

0 

A 

You say were? 

were not? 

They should not. To the beet of my recollection 

12 they were not, and certainly in 5.0 they are not, becauoc 

13 the average io not ralavane. What you are looking At !e the 

14 range, and in particular if the issue is is it leaot cost , 

15 you are looking at the bottom end of the scale. And tho 

16 point is is our value within the range, and where does it 

17 compare to the bottom of the range. That's the purpose o! 

18 this. 

19 

20 

21 

22 

23 

24 

25 

0 I won't do the math with you, Mr . Fassett (aiel, 

but you wouldn't diapute that if you calculated averages 

from all of theee valuea in your charts, most of them are 

higher than the Hatfield model default values? 

A 1 would certainly hope eo, because in a le11at 

coat model if we were uaing tho average we ~tould not be 

doing what the guideline• of the model said. So, I'm glad 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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co hear tbac chey are lese than the average, because they 

should be. 

0 I would like to talk to you about poles for a few 

minutes, Mr. Fassett -- excuse me, Mr. Wells . You reference 

for a couple of pageo FCC data relating to poles ao 

validating the inputs in the Hatfield model, right? 

A They serve a couple of purpooeo. In the direct 

testimony, though, I' m focusing on the HAl input values, and 

so the purpose chore is to demonstrace thac the number that 

we uaed, che 417 ia indeed a reasonable number based on the 

FCC data because it varies from much less than that co 

considerably more than chat. 

I also used a reference to i~ in the rebuttal 

testimony to illustrate also a second point, and that iB 

when you go ask the ILE~ what the cosc io , don't expect that 

there is on absolute number that is going to come back, and 

they have chis knowledge that oayo it ·is thio. Because it 

varioo all over. And I think the evidence shows chat, and 

some of the testimony here today shows chat there io no 

single ILEC number because they don't have it, or they can't 

figure it out. And this just demonstrates that the ILECs 

don't have superior knowledge in all of these areas. 

0 Nov, you are aware before you prepared your 

testimony in this case that. the intorll'ation chat on: 

provided in response to the FCC request excluded a number of 



1 i cema from their responses wich respect to materia l costa 

2 and labor costs installing a pole, were you not? 

3 A From reading Mr. Tucek ' s rebuttal, I certainly 

4 was made aware o f that. 
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5 Q Well, you had seen his cestimony to that effect 

6 in o t her states, had you not? 

7 A Yes, I am aware of that, but tis I said there ace 

8 multiple purposes he re, and there is also the i ssue of 

9 scale. And as I think came out earlier today, they reported 

10 to the PCC somewhere in the neighborhood of 400-odd, and 

11 then they arc saying that the right input value back to che 

12 FCC was $400-someching , and -- wait a second . Let me be 

13 precise, it I may. 

14 Okay. I'm referencing Exhibit JWW- 2 to my 

15 direct. GTE filed with the FCC, $134 material and $306.04 

16 labor, for a total of $440.04. Now, in this particular 

17 docket, based on my analysis, they filed a value of 801.11, 

18 okay, wh i ch is considerably more. Now, if the only 

19 difference is miscellaneous material for the pole, and 

20 freight, or even engineering, or whatever, it will not 

21 explain che $300 dilference at all. It won't come close to 

22 

23 

it. 

And tho other point is that, you kne w, for this 

24 docket BellSouth, !or comparison pu~oses, filed w1th the 

25 FCC $410. 46; Sprint filed 270. Now, those are all 
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1 apples-to-apples comparisons. They all got the same request 

2 and they all tiled information on the same request. So 

3 disregarding the HAl input , that comparison alone would lead 

4 one to some conclusions that if they told the FCC that their 

5 cost in Florida woe t his, and chen BellSouth filed elightly 

6 lees, 4 06.77, Sprint filed coneiderably more, ~ut still only 

1 596.14, GTB is still up around 800, or David says 758 or 

8 something, whatever that number is, we would have to 

9 reconcile that, but the point is they are considerably above 

10 what everybody else says. 

11 And the point is that, first of all, our 41'7 

12 appoara to be a reoeon.Able number bosed on cho daca that io 

~3 available. And, secondly, GTE's number appears to be quite 

14 high. And there ie no explanation, no attempt to cxpla1n it 

15 other than that • a what the GTB engineer oays . 

16 Q You ~ntioned this ~17 figure that the Hatfield 

17 model uaca. Ia it your teatimony here today ~n behalf of 

18 the outa ide engineering team that the 417 was the result of 

19 engit .ring judgment only? 

20 A '{es. 

21 Q And the input6 portfolio says the 417 io made up 

22 of pole cost, material cost of 201 and labor cost of 216? 

23 A Correct. 

24 0 Now, if Hr. Donovan, the leader of the outside 

25 plant engineering team, testified u~der oath in Washington 
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1 that the 417 v~lue was derived by averaging vendor quotes 

that the team received, would he be in error? 

A That is inconsistent with my understanding. 

2 

3 

4 

s 

6 

0 Ok.ay. So he has a ditferent understanding than 

you do as to how the 417 waa arrived? 

A Yeo. And I would also say that Mr. Donovan would 

7 have better tirathand knowledge than I would on that . 

a 0 So he might be right about it coming from an 

9 average and you might be wrong? 

10 

11 

A 

you should 

I! there is an inconsistency, then Kr. Donovan 

he would be more right. I • m telling you what 

12 I understand. Now, aa has been established earlior, these 

13 were determined prior to my joining the team, so I was not 

14 present when it was done. So t have not -- I have not told 

15 you anything differently than what I knew, but my 

16 unders tanding waa that that number was developed on their 

17 experience and knowledge and 

18 

19 

0 

•. 
Okay. Whether he ia right or - -

It may have bean an average of their experience 

20 and knowledge, as opposed -- did it say quo,eo? Is that 

21 what hia testimony aaya, quotes? 

22 

23 

2<l 

25 

0 

A 

0 

A 

Well, let me move on, Mr. Welle. 

well, 1 want to know1 doea it say quotea? 

Well, it aaya an average. 

I'll read the tranacript. 
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1 0 It says an average, yea, Mr. Wo l le. 

2 A I will raad the tranacr1pt. 

3 0 Let's move on to the 417. Do you deny that the 

4 417 was arrived at by pulling a $201 quote from one vendor 

5 and a $216 l abor quote from another vendor and adding t~em 

6 together to get 417? 

7 A As I have tes tified 

8 

9 

10 

0 

A 

0 

Do you deny that or ia that 

You aaked me do I know that that is true? 

I asked you whether you deny that, that that is 

11 how the 417 vas arrived at? 

12 A Since I waa not there when it waa done, and s1nce 

13 my understanding of how it was done wae different, 1 don't 

14 know how I could deny it. And now you raiae a question of 

15 whether I can confirm it, eo I guess th" truthful answer is 

16 I don't know. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 would it have bean proper to gee the -- to arrive 

at tho value that way? 

A >' what? 

0 By pullirg a material quote of 201 from one 

vendor response, and a $216 labor quote from another vendor 

and adding them together? 

A Hy answer would be, yea, because wh~n r was a 

member when I was part o! BellSouth, or South Central 

Bell at the time, and when I wee a repreeentative t o 
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1 BellSouth, che process vas that •• and ! know of no reeeon 

2 why it would c.hange SellSOuth bido poleo ae a material 

3 item on large scale contracts. They don't go Loa vendor 

4 and aay give me a combined price t or a pole and to set lt. 

5 Contractors who set poles generally don't procure 

6 poles to South Central or BellSouth'a apeciticatione in 

7 large quantitiea. So the efficient thing for any ILBC to do 

B ia to aet ita standards for ita poles and go out and 

9 negotiate t or all the poles that it ie go1ng to use in a 

10 geographic area, have those poles shipped to a pole yard, 

11 and then have a contractor who does the labor go and get th~ 

12 pole and aet it. So, my answer would be that in a moat 

13 efficient manner you would bid poloa a>parately than you 

14 would bid the labor to set the pole. And I would be 

15 aurpriaed i f tho ILEC i s not doing that. 

16 0 So, that would be a reaaonable way to go about 

17 coating out outaida plant itema? 

18 A It would be reasonable because that ehocld be the 

19 leaat coat practice i a to bid --

20 0 I'maorry. 

21 A That would be -- now I've loat the queat1on. 

22 0 Now, it it's okay to pull the $201 material --

23 excuaa me, $216 labo- quote f rom a vendor • • strike that. 

24 Let'a talk for a few minutes about trench1ng coats, Mr . 

25 Walla . It ia my underatandlng tl&t the Hatfield model haa 



1 

2 

3 

4 

5 

t hese surface texture multipliers in the model, in that 

right? 

A Yes . 

0 

A 

And the purpose of those is what? 

The u .s. Geological Survey provides surface 
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6 texture characteri~atioos by cenauu block group. There are 

7 certain surface textures that could cauoe higher cost for 

8 t renching, either for buried cable or conduit. And ao to 

9 t he extent that that information ia available, we then have 

10 a multiplier that would increaae the coat if the surface 

11 texture was a higher cost. It's trying to be more 

12 realistic. And also, as I said earlier, it ' s a way that we 

13 take a national default value and get Florida-specific 

14 output&, because we look at the aurface texture by census 

15 !::lock group in Florida, and to the extent that it ia a 

16 higher coat surface, the model takes care of it. 

17 0 Okay. You are aware that at some point during 

18 the early work of the outside plant engineering team, Mr. 

19 Donovan, the loader of the team, asked Mr. Fassett to make 

20 some valuoa up for those surface texture multipliers. are 

21 you not? 

22 A I have ·- yes. 1 have seen a copy of that E·mail. 

23 Tho underatandir.g, and I have talked to t 1tem, is that it was 

24 in the process of developing those as an addition to a 

25 release of the model, probably 3, baoed on the time frame. 
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1 And so you develop a methodology and the code to do that, 

2 and now you have this table of values , and so for purposes 

3 of, if you will, testing the model, we needed inputs. And 

4 ao John is telling Dean we need some i nputs, give us some 

5 inputs to start the process here. 

6 0 The words he used was make some up? 

7 A Okay. I don't disagree with thftt. All I'm 

8 trying to put it is in the context that you·v~ got ~o have 

9 something t o start with, and as I also described the 

!0 conee.aus process is that those, quote, make up number s, 

11 unquote, would later on have to roach consensus of the team 

12 before they became the values that we adopted. So lt's just 

13 par~ of the - - you know, any model deve!opment, you start 

14 out with teat data. so, yes, you make it up . When you 

15 develop a model you make up some teot data. 

16 0 And tho memo talks about making them up and 

17 changing them later, it need be. Do you recall that? 

18 I think that ' s a - -when you develop a model , you 

19 start out with sometblng, you know, an algorit :lm, formulas. 

20 you've ~otto have some data to run into it. When you start 

21 out you make that up. Later on you then como back, given 

22 the time and so forth, and getting the team together, and 

' 23 what was the quote, make changes? That's the process. 

24 0 Okay. For the r ecord, this memo is Exhibit 10 to 

25 Doctor Tardi ff ' s Exhibit 2 , and it has a chart on there 



2671 

1 attached. Mr. Wells, i f you looked at this chart that to 

2 attached to the B·mail thac: we have been talking about, it 

3 reflects the made up values by Mr. Paeactt for the 

4 multipliers. It you compare that to the values that are 1n 

5 the Hatf i eld model, do you know whether ~ny of them have 

6 changed? 

7 A No , I have not reviewed the 300-odd pages of Mr. 

8 Tardiff's tiling, eo I don't know. 

9 Q No, I'm talking about if you compare t his memo 

10 that has theae made up values from Mr . Fassett to the values 

ll i n the Hatfield model, do you know whether any of them b4ve 

12 been changed since he made them up? 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

A Dol know? 

Q Yes. 

A No, I don't know. 

Q You have never checked t hat? 

A Checked it against whot? 

Q Whee is in the Hatfield model? 

A I mean ·- well, first of all, would I have 

t he original, ond I think not . I was not: part of the 

when the original numbers were developed, s o --
Q I'm talking about . -
A So, when I came on we were gett:ing ready co 

out 3. What I would have aeon would hove been part of 

had 

team 

roll 

the 

25 process. I have a vague recollection ot the team oittin<J 
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1 around and going through the valueo and making minor 

2 adjust:ments, but I ca.n•t cite a change. I t oeemo if you 

3 have got the original list and we now have the ~urrent list, 

4 we could establish that fact. But I can't ait here and 

5 credibly say yes, and then point out an example. 

6 

7 

8 

9 

10 

11 

12 

1.3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

Q I want to talk about stru~··)re sharing for a few 

minuteo and a related concept ie this ecorched node that we 

have already talked about a little bit . But it ' s my 

understanding that in a scor ched node environment you don't 

assume that: any existing houses are scorched, do you? 

A You do not. The scorched node concept is that 

all o f the wir~ center locations remain the same and all the 

cuotomer l ocat iona remain the same . 

0 And you don't aasume that ony exioting utility 

plant i s scorched, is t hat right? 

A Only the telecommunications utilities. You do 

not assume that the power company and the cable TV company 

and alL o f that ie ecorched. 

Q So i f the power company hae lines on a pole , you 

don' t: a ssumo that that polo is gone, do you? 

A No. What tho model does is asonmo that you can 

aohieve sharing of the poles. And the ILEC input data 

r eflects that currently tchey achieve a significant amount ot 

pole sharing. 

0 With tho power company? 
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l l t has got to be just about a 11 power contpa•' Y. 

2 I'm not saying aomobody else couldn't set a pole , but for 

3 t he most part 1 think there are agreements, and t he reality 

4 i s th~ power company always goes i n and sets the poles 

5 first. 

6 Q Right. The power company has a line on an 

7 exia ting pole, a nd you aaaume that they want to hang a power 

8 line on another pole, right? 

9 

10 Q 

Say that again . 

I thought we alread • covered the fact that the 

ll exi st ing poles having power li11ea on them are not scorched, 

12 right? 

13 A The power company is not scccched, t hat' D 

14 correct . And what we ore saying is that if a new 

15 t elecommunications company went out there in a scorched node 

16 environment, that their pole co• t would be about halt or in 

17 some cases 25 percent of what we model o f what it would be 

18 if they had t o set all the poles themselves. because the 

19 powe company haa got a bunch o f poles out rhere, and the 

20 ILBC input data aaya indeed they do, and indeed they attach 

21 to them. 

22 Q Let me cover juot one last area with you, Mr. 

23 Welle. Let's talk about plant mi<. I am correct, aren't I, 

24 that in tho two highest donllity z rmea, the Hatfield model 

25 assumes that !ox d i stribution plan\ , for aortal dis tribution 



1 

2 

3 
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plant there are no poles, io that right ? 

A That is correct. 

Q ta it fair to aeeume that in the second highest 

4 deneity ;,one, that iB between 5,000 om. 10.000 lines per 

5 

6 

7 

8 

9 

10 

ll 

]2 

\3 

14 

15 

16 

square mile, there could be areas that have single-family 

homes? 

A Okay. 

0 And in those areas you are modeling aerial 

distribution plant with no poles? 

A Yea, that's correct. The assumption "e have made 

is in the two highest density zones th~t a lot of the cable 

will be inside of or attached to buildings. 

Q To eho houses? 

A No, to buildings. You generally don't attoch to 

a house. 

Q Well, thoro could be -- I thought we just covered 

17 the fact that there could be houses in the second highest 

18 donrity zor ~ 

19 A And I'm agreeing with you, r•m juat trying t~ 

20 phyaically describe what happens. 

21 Q I'm juat trying to understand how wo get thio 

22 wire to and from the houses if there are no poles? 

23 A And I will try to explain. The aaoumption, the 

24 modeling asau=ption that we have made is in the two highest 

25 density zonae that moat of the cable, porticularly in the 



1 highest density ~one, would be inside of or attached to 

2 buildings, okay. Now, I wi ll accept your exception that, 

3 yea, you are going to find some eingle·unit dwellings or 
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4 single busioeeees that would be served off o f aerial cable 

5 with drops, that's how you get there, okay. 

6 Now, on the a•eumption that moot of the cable is 

7 inside of or attached to buildings, how do you model it? 

8 What we have done ie we have eeid that tor modeling purpoaee 

9 that you would not put a pole inside of the building . Nor 

10 would you put buried cabl e inside of these buildings. 

11 because it you put buried cable you incur the coat of a 

12 trench. So you are not go1ng to put a trench inside the 

13 ~Jilding. If you eay, well, we will call it underground 

14 cable, well, then you've got the conduit ana the manholeo, 

15 and that•e not appropriate . 
• 

15 So what we have done 1e going back to the FCC 

17 accounts, which claeeifiea cable that ie 1neide of or 

18 attached to building ae, quote, aerial cable. It's f i eld 

19 reporting code 12C. We have adopted that, and said that for 

20 p~ueea of coating the structure in those density zones. 

21 that the coat associated with the cable, which include• the 

22 material and installation, ie sufftcient in and of itaelf. 

23 And that to modal addit.ional stru<-turo cuats, euch as poles. 

24 or conduit, or trenches, when moat of the cable i e inside or 

25 or attached to the building would overcoat t.he model. 
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1 So, if you are trying to say would there ever be 

2 a need for a pole in those density zones, I would have to 

3 agree. It you had to make a choice between putting poles in 

4 and not putting poles in. I would say that it you put poles 

5 in, which the BCPM does, then you've got a lot of poles 

6 inside ot a lot of buildings, and you've got a lot of cost 

7 that shouldn't be there. 

8 So, we are probably going back to Hr . Carver• s 

9 analogy, we are probably a little bit wrong on the low oide, 

10 and BCPM is probably a big wrong on the high side in regard 

11 to poles in buildings. 

12 

13 

H 

HR. MITCHELL: Thank you. That's all I have. 

CHAIRMAN JOHNSON: Staff. 

MR. COX: Good evening, Hr. Wells. I really just 

15 have one question for you. But before I start. Chairman 

16 Johnso.n, I have two exhibits I would like co have marked as 

17 exhibits at this time. The first: is one that has been 

18 discussed through the various company counsel here, the 

19 Fass~ t documents, which is AT~T·s supplemental response to 

20 staff's Second Request for Production of Documents Number 3, 

21 and that would be a confidential exhibit. And we do have 

22 copies of that if the Comnissioners would like to see it . 

23 The short title would be Faseett documents. 

24 CHAlRMAN JOHNSON : We wil l mark that as 87. 

25 (Exhibit 87 marked for identification). 
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1 HR. COX: The second exhibit. ia idencif i ed as 

2 JWW-7, and that was the deposit ion transcript and Late-filed 

3 Deposition Exhibit& 1 through 3 of Mr. Wells . I do have one 

4 question for MCI Counsel. Has Late-filed Exhibit Number 2 

5 been provided at this time? 

6 MR. MELSON: No , it hao not.. We are still i n the 

7 process of getting t hat.. 

8 MR. COX: Okay. I guess we might. need an 

~ addit.ional exhjbit for that late- f iled exhibit, au this 

10 exhibit would contain -- thie i s Number 88 -- it would 

11 contain the deposition cranacript and Late-filed Deposition 

12 Exhibits 1 and 3. 

13 CHl\1 RMAN JOHNSON, Uh - huh . 

14 HR. COX: Md then I would need another exhibit. 

15 marked for identification, and that would be the Late-filed 

16 Oepollition Exhibit Nurnber 2 to Mr. Wells' deposieion. 

17 CHAIRMAN JOHNSON: Okay. 

18 MR. COX: And t.hat'e all I have for the exhibits. 

1~ (Exhibit 88 marked for identification.) 

20 CROSS EXI\MINATION 

21 BY MR . COX: 

22 0 Kr . Welle, I believe earlier in your d1scuaeion 

23 with OTE's counael you dis cuesed eomething that you also 
! 

24 diecuso in your re.buttal tcetimony, and in your rebuttal 

25 teatimony you recommended that the BCPM 3.1 input. valueo for 
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distribution per residential housing unit for the ILECs 

should be reduced to 1.5? 

A Okay. 
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Q And I believe in this proceeding the lLECs have 

recocnmended two or 2-1/2 pairs per housing unit:. Is that 

your understanding? 

A Yes. 

Q An.d earlier in your discussion, you said that it 

ahould be reduced to l.S, and 1 thought ! heard you say 

because o r inefficiency, is that correct? 

A What I basically said is that they have modeled 

an exorbitant amount of spare capacity in the distribution 

and oo that it would be an inefficiency, yes. 

Q And what is the basis of your conclusion that 

they have modeled this e~orbitant amount of unused facility? 

A Okay. Pirst of all, in my understanding. and the 

economists would have to address this, these modelo should 

not be providing for any signiticant amounts of growth. so 

all of thene arguments about second line growth is going to 

come snd you•ve got to have all of this capac~ty out there, 

I think from a standpoint o! developing the cost Cor thio 

22 model, that is not 8 valid argument. But I'm not the 

23 expert. somebody else will have to address that. 

24 But to start off with, do you model for the 

25 ult:imate capacity for ultimate growth, and my answer ia no, 
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1 you don't do that. So that'a a atart1ng point. The aec~nd 

2 is that we do model spare capacity in the cable through the 

3 procoee ot our fill factors. And in distribution, ao I uoe 

4 the example, when you take our fill factors and run them 

5 down to utili1ation, and there ie e difference there, we 

6 come out with about and I will use a round number -- 60 

7 percent utilization of the dietribution plant. So, for 

8 every 60 linea, we have got 40 epare pairs. 

9 Now, in my optnion, that's more than sufficient 

10 to handle any adminiatrative, defective, churn, and even 

11 some gr~h. okay. Now, on tho other hand, the It.ECa lo'Ould 

12 tell you that historically Lhey have used 40 percent 

13 distribution and, therefore, that's whaL they should model 

14 here. So, in other lo'Ords, for every 40 cuatomera they have 

15 got 60 epare paira. Which. in my opinion, ie far in excess 

16 of any coat baaia that there ohould be for developing a 

17 univeraal eervica fund. What, in eaaence, they are oaying 

18 ia cun:ent ratepayers and Ct.ECa ehould fund the epare 

19 capacity for future growth. And I don't th ' nk that's 

20 correct. But I'm not the economist in this proceeding. 

21 We mod&l two pair dropa aerial, three pair drops 

22 buried. We ~1 NIDe that wi ll handle additional atation 

23 protectore. Th.e ecare tactic that has been uaed about 

24 digging ~p the lawn, the sidewalk, the etreet, and tho 

25 ahruba, and I forget the reat of ~he list, ia a acare 
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1 tactic. We've got pl~ty of capacity in oura. 

2 And, furthermore, tho last point; io that there ill 

3 currently available technology called two channel digital 

4 aubacriber carrier that is deacribed quite extensively in 

5 OTB'a documenta, and I'm referring apec~fically to PAR 074. 

6 And juat to give you an ex.mple of how thie technology can 

7 bo uaed, in reference to -- thia ia Bates stamped 0000052, 

8 it aaya that vhen two channel digital subscriber carrier is 

9 utilized, a typical feeder relief trigger for qualifying 

10 facility area croaa connects should routinely range between 

11 lOS percent to 110 percent of tho aaaignod cable count . 

12 So Lhe point is that not that you ~hould deploy 

13 thia aa an initial deployment, but if you run into a 

14 situation vhore you've got growth, thia technology will 

15 allov you to actually excoe1 100 percent utilization of tho 

16 copper pairs using thia technology. Thorotore, my 

17 contention ia that there is no justification for them 

18 continuing to have 40 percent utilization in tho 

19 diatribution plant or 60 percent opere capacity. It'a gold 

20 pla ting the network, and it•a aaking CLECa and aubacribera 

21 to pay for their ability at very. very li1:1:1o inccemenca1 

22 coat to add additional cuatomora. Not that that ia not a 

23 good buainoaa practice, i~:•a juat not approprl ato for a coot 

24 proxy model. 

25 0 Nov, if tbe CO<Miiaeion '"ore to chooao tho two or 



1 2-1/2 pairs per housing unit, would that increase the 

2 overall coat o f basic service? 
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3 A Yea, because traditionally they have modeled two 

4 pair per living unit. So if you go to 2·1/2, you are going 

S to have even more larger cables And more spare capa~ity. 

6 Q What kind of impact i s that? Do you have any 

7 quantification ot the impact? 

8 A I don't run the models, so I can't answer that. 

9 HR. COX• Thank you, Mr. Wello. 

10 WITNESS WRLLS: Sure. 

11 CHAIRMJ\N JOHNSON: I think we are prepared for 

12 redirect. How much will you have? 

13 HR. HENRY 1 One quest ion. 

14 CHAIRMAN JOHNSON: Okay. 

15 RBOIRBCT EXAMINATION 

16 BY HR. HBNRY: 

17 

ld 

1!1 

20 

21 

22 

23 

24 

25 

Q Mr. Wells, Mr. Mitchell was - - I think i t was 

rig" when he started his conversation with you, he asked 

you whether you agreed that it was appropriate to use the 

current coats of the ILECo in these models and you agreed? 

A As a starting poi nt. 

Q Okay. 

A A8 a starting point. 

Q so are you talking about t he current books o! 

account ot tho tLBCe? 
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1 A My underatancU_ng of his question was cu"rrent 

2 coats for currant technology, and that'll how I answered the 

3 question. Aa a starting point. In other words, if you can 

4 look at what they pay for copper cable L~ay, that is a good 

S starting point. I'm not dioputing that. I wish we had that 

6 data and could uae it publicly. 

7 But you've got to apply tho criteria to their 

8 other costa, and I will use a contractor coot as an example. 

9 Don't use a cost for setting, you know, one to five poles. 

10 Uoe a cost for setting, say, 100 poles where you get the 

11 economies of scale. It has t o be, you know -- I'll just 

12 stop there. 

13 MR . HBNRY: Madam Chairman, I think I just have 

14 some exhibits to move. 

15 CHAIRMAN JOHNSON: Okay. 

16 MR. HBNI(Y: I would move Composite Exhibits 

17 Number 85 and 86. 

18 CHAIRMAN JOHNSON: Show thooe admitted without 

19 objection. 

20 (COmposite Exhibits 85 and 86 receivqd into 

21 evidence.) 

22 MR. COX: Staff moves Exhibits 87 and 88. 

23 CHAIRMAN JOHNSON: Show thoee admitted without 

24 objection. 

25 (Sxhibits 87 and 88 received into evidence.) 



1 CHAIRMAN JOHNSON: Thank you, air. You are 

2 excused. We are going co go a~ead and adjourn tor this 

3 even ing, and reconvene tomorrow ac 9:00 . 

4 (Transcript continues in s equence with Vo l ume 

5 24. ) 
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