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!.EC ·,.n dt,.onslt<'L o• 0 need for USf suppot C. 

I NTRODUCTION 

In aC"COrd,:,co · 'l"h F'lOrtdJ ' S 1998 USf lCCJlSlatton, !1Cl. IIT6T 

; ::,.t-fl nd t SIIOUI I bl.' dctenntne.! I i u ·"·I 11< ' h 'h•• IIIII '.o,, 

t r r . .: r r- 1· t I I c•u l>y i\T6 f .tnd MC I .tnd thl! 1 npu• ~ propos!!d 

ty /;T6T ' s and I'.CI ' s Wltnesses . Bnsed or chc compartson o! co:.ts 

tll r..:Vo.!IIU<' <Jcncratcd by the services o((cred by th-'S(l JU:cs . the 

Ccr:::us:aon shml<J (tnd that there 1s no need for r.f!pri CdtC 

_.t. -~d !.l!' Co::~t$: 1on tdopL the 3CIM and 1Ls pr~po:;-ed !:.pul:; f the 

ColT ... ~ .. ss:.on ...: oul ! b(· crtb.nrking on the c:rt'dtlon of ~ USi-"' in t~xc~:t,s 

nf ~1..> otlllon -- ... h!ch could be the l;Jigcst slnnle cou9um .. r t<IX 

,:, 'I 1.!dSf! U1 .. • Orl<Ju hlSlOr-y .. Such " r .dtculous result 111 on I'/ 

I 1. ,·, . .. ::::_("' h ... s to dtJte pt:tlLJont:d th .. s .Cor.=.~ ... Cln f r an~' 

ISSUE BY ISSUE ANALYSIS 

ISSUE 1: l·tlliJt ts the detinltlon o f the h.t:n<" local 
tt l•·,·orrJnurnc<>llOtHl so~rvtce referred to In Sectiou Jo4.02~t41 lb) , 

,.- .'! J ..!' st,.l;t • :f? 

AT.':'# :~:;:, o: : !UCoM: 
· • H"ls:c-fO,...--;! .-;;if·ce:r.munlcatlons 3t:rvtce should bt.. dt! "tiC-~ lO 
1u .lJ'i\.' tJ!! !Orf'lldt J-loo~1119 cost.s of th~ Cunct.tonall.ty t~ . q. loop 
ar. 1 .. act. uso.;J t prov ide all 9crv1ce.s that can be provldl•d to 
C'cr • .,um..:r ~ u:; :;uch functional! ty. ThJ s w1ll ensure ~on:.t 5tency 
wtwn the r.::vcnuc benchmark iss~e is addressed 1n :Jtructuonq a 
USF Iund . • • 
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r'.CT , AT&'r r.nd WorldCom adept and J ncorpor"tc by reference 

the .ugun •• •nts, analysis and discussion of the evidence set fo r th 

111 the l.Jrtrof ... r the f lorida Competitive Carriers Assoc1aoon 

1 •• rCCN' J 1o1 ut. reg • rd t" Issue l. 

ISSUE 2: F'o r purposes o f dctermintng the cos t of baste local 
telcco~~untcatlons serv1cc approprtdtc to: establishtng a 
permanent unlv(;'rsal :;erv1ce mechanism~ what 1::- the ii,Jproprlttte 
cost proxy model to determine the total ! o rward-! ool:.nc; co:;t of 
providing basic local telecomnu icattons servtcc pursuant to 
S••ct ion 364 . 025(q (bl , florida Statutes? 

i•TI.T , !1CI, WorldCom : 
· · Tl1e HAl Hode l S . OA is the most appropt l<ltt• co:;t modd bcciiU5<' 
ll ntotlt.:l:. ,, totw,ord-lool:inl) , least co:.1 , l11qh qu<~lll y networl. II) 
..s..::.ual customer locations us1n9 ~xfsLinq, (."!11.1.:1"-'til CIUJln-._-t!t JIHJ 
p:iac:: ~-=es ur.d ~o.;:chnolog1cs . • • 

INTRODUCTION 

The I!Al S . Oa !1odel ls the appropndte cost proxy model for 

use 1n calculatlng un1vecsal service costs for flor1da . HAl 5 . 0d 

t:c.s!. lWQ nwJor strengths : f1rst . :.t lOC4t.\!S CU!H.Omcrs more 

<occuratcl:; than the EJenchmar~: Cost huxy HfJtl•·l ("llCPHH) {wh:ch 

physicallJ' locates no custc=-:.t'!"S a:~d !'!~cond , !t lt:!Slqn~ ~' h:qh 

quall ty networ~ to serve those cuslomc::.. . NOfi.!OV~; r , H bu tlds 

t:l.e networ~ at a more cfCicient cost thdn BCI'H because ll d'Jstgns 

" nctworl: the way an engJ neer . .,.ould, Wllhout the al>ll:ward nnd 

In addit10n, the HA! Mode l 1s capable o! provldln<J cons1stcncy 
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t •..!tW··1...::1 ur.;;: pr ~~.ces Ctnd USF costs , because 1 t c:dn (J~IIC'ruLc pr tees 

tH:Jo:.; c.lS .1c-l J as ::osts !or untvcrsal servtce . 

The unc!edyin< logic or Ml 5 . 0a 1s str.:>tCJhlforwurd and 

required to meet a s pecified level and locaucm o l dl'm.>nd . Tn,. 

Hfd :1odt:l <~ssumes Lhe locanon of "XlSllfi•J w1 re cc·nters . but 

oLhennst: c<>lcu lutes the least-cost , forward-lool:lnq cost cf 

fc·ed•n , dtstnbut1on and othe r facil1t1cs (the " scorcheu node" 

dprrocschJ~ con!)1!ilent w1th the requlrcment::; ot unJv••r:.-o tll ~ervt ce . 

Ap~ lytr1q u:.ot...• :-fldlu ~:trat lc cost dat.J 1npu~:;, · he r.".Od•'l calcul.:ttes o 

r ••q1..:1 r••rl !~v~l of tnvcstmcnl , wh ich 1:-> U!iP«J ~ deLt•rD"iut · c~'l pi L~.t 

CiJtl ttnq costs and many operating exp•?as .. ~s . 

Je·;clops costs Lhi>t an ctfictcnL prov1aer, r c.cwq compctttion 

::om other providers, would 1nc:.r 1n consu·uct tnq fac11lt1es LC 

rrvld~ un1versal serv ice iu Lh~ Flor1da marteL . 

l!l order Lo address Lhis issue , IIT&T, 11Cl ,md ~•·•• ld('c>m will 

~ ... r:.;t uddrc:;s UP· HAl Mod ... •l ' s :;upcr.ior dl 'r tht:tt•S, Uf" Xt \.Hl! 

cc:•unk tlle ILF.Cs ' criticl.sms o( l ll e Hid l-lodd .ond finully , w1l l 

'i<•C'c:lbc detects 1 n the DCP!~ wh1ch de:; troy llS valu!! as il cost 

rr.xy model . 
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THE COMMISSION SHOULD ADOPT HAl 5. 0A BECAUSE 
I T LOCATES CUSTOMERS MORE ACCURATELY THAN BCPM 

AND OOILOS AN EFFICIENT NETWORK TO THOSE CUSTOMERS 

Th · 1111 !·lode! ls t a r monl accurflte thun BCI':1 '" loCati ng 

CUSlOIIHU:. a . . rl CS~il',dCing the COS t S of t>UIId liHJ ,, ll'-'lWO t k l o them . 

T'1(' abll1ty to locaLe cus t ome-rs uccu! Hlt.•ly • ~ , tH· lt t ht~ nH.,:-; 1 

(Wood/Pi tl:1n , 

the localion of cuslomers relat i ve to th~ scrvtnQ wtre cente r and 

the locaL ion of customers cel.-.Uve to each othe r . ( ~lood , Tr-. !>J~-

5:>< This J;. >mportant bCCdUSC cu:.tomcr locdtiOns and customer 

g:< up; ruJ3 lilr<Jt:!ly uctcrmlnc the locotiou .wd .d ;:c o f tho• carr let 

.. ~L t VtO<J t) r Cil!j '..J ltht n the tcl ecommun1c,o t 1ons uclwo rk , whic :l in 

· .; n dcto;rrntn<: the costs o f cat lc an.! ..:l><pcllslvc Dtgttal Loop 

C.:uJ r1~r ( •'DLC" ) electronic equipment n("c ••ssary to reach '-lnd cqu1p 

u,. sc c<~rricr serving a r eas . ll/1! 5 . 0a lor;aLes 11)• o l th" 

r"l< <id.. . (\·lo<>d , Tr. 5 ·1'1 ; 1-lood/~lll.tn , Tl . I ' -,~, !n "~ontrdst , 

ncrN loCdles uo customers and us~:; seVl·r"ll mud~l1tHJ d!l~iumption~ 

t.n .• ~ result 1n the use of :r.ore expensl\'c mat••: hd an! eqctr-mL'nt 

'<> <p: ' th<! )ob done· . t Wood/Pltl: tn, Tr . 1ti49-Jh~ ll 

To locOtt! customers, JIAI ~ . CJa u:;es ,, process }:nown as 

Simply defined, "gcocodjnq" :til •. '" ns ratch.ng 

-u., rom•r:; 'Nllh tl11•tr nddres:.H~s and l ocatinq Lho:H! addt~lSS(•!J by 

.:..~' t 11.~· ond loncJ1 t.ude . The geocod1no pr-ocess ~ pee t Orlh~d by a 
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Cfmtoy col.ec! !'llR cHid Associates, makes use o1 matllnt) lt sls 

~rum n ··(•fhiJllll} • ., 1 t!C t-1cLromall an.d b:;s .. r.e::~ a1d::esscs !'rom Dun 

oi!H I Ill <IdS l rect . "N~ then use~ lhe u.s . Geol OCJl "'' l :;u r VI!Y T l GEl< 

tliotdl.:""" Lu dclcrm.uc tile latHude and long1tud.- ot che street 

addr<!ssco.s . .. lfl..or which lt uses a rnathe:nat.lcal t ormu!.. t u r.•,nt 1 li~ 

r;ata and determJne which groups o f peoplt: .:~rc lo<:o.ll••d in 

"clustt•:s, " 1 . e . close to each other. for modellnCJ purposes , a 

!"<'Ctur~<ll•• is overla1d o vec each cluster and the::>e naturally 

ceo.<: li>CJ 9roups define the carrier ~en·tng areas wtthin each 

',..;lJ'" .. ~lllc:·. 1/ tWood, Ex . 43 , )JW-2 . at 2?-331 

J•t<> ·urrently does not e x l:ll <ore distr!buted r>vcnly ,dong the• 

pt!:- ir:<•!:..t: u! lhc Census Block. (Wood/PHI:ln , Tr . l6?S-!G?6) Th.s 

1s all appr·oprtate assumption becaus.: : 1!1 Census Hlocks often nrc 

uour.ct<Jd uy roads ; and t2l placing custo:r.er:; .. l Lhe ouLcr ltmt ts 

the Cen~us Blocl:s 1s a conscrvau ve ap1•• ... :h wh 1<'11 Lenos to 

overst.>lc rcqut red dtslrobuuon pt·,nt. 

t/ lt 15 .tmportctnl to :ceognl.i.\.~ thaL bott: H/,t ~.o .. , ..tHd l:lrf:·~ 
H;tu •• lly " model , n that ;s, dl some pol.nl they mtkt: olS5Utr.pt..1C!lS :SO 
th •• t ttu.·y cdn puc-form ca!cul.lll.ons. Tht! ILt:Cs dllC::<pr to ~ • rr;ue tnJt 
H.t::.::ld ~ . o,, " l.hrow:s out '' lts geocodJng ddtol aT "iorr.•· pc . .dnl 1n thc
ptocc!l:J. ThJ.~ J:J not the cu:~e . HAt s .oa butlds dl~t:tb;:t!,n plaht 
d!-:<:ctly over the clusters cont..:nning ettch of th•· q•.·o .:uJf•.• Jocatjon!J . 
ltCPf':, on the other hand , l.nl tlally dS:nuncs even d1:~u 1bu~ .lor• o f 
cust.om~rs along ro.tds , but iqnocc s t:hts aa!Sumptlon when 1 t h..-•Jln,_ tv 
r;.Jlculat.e the r-equired dist.ribut.ion plant. Cu5to:n•·r~ .ut· u~:atm.~d to 
lot;~ evenly dis.tr.i.but.cd ln the BCPM distr ibutttm qu.u.h ~ttl•• , ·~v••a i t 
t.hene distr.Lbuc.lon quadttlnts have no roi.lds 1n uu::nt Ttu.: r ocuu o f t-he 
~r.qulr-y ot ·oo~ht-ch modt:l bet.ler locat.es customor:J , ttlt!rt·f~tc- , shoull.i b(• 

t• v tuch model docs a b~ttfl't job o! locat 1r.g Ua: 'U!P orrt: rs 1 Qr lhe 
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till' r ·c t!,~monstraLCS Lhat HAl !> . 0:. ' :; olpp rO<ICh o f placlnq non-

;cocodeel loc:-Hions olong the p~nmeter of the Census Block 

rt-sults It• •';>prox lrnate:y 5t. mora d!stnbutlon r ..,uto m.ilcage rn 

Florida Lhan 11 the non-geocoded loc .. uons ar:e placed alon<J all 

::rtclior and e xterio r: roads . (Wood/Pitl:in , Tr . 1677-1678 ; ~ 

.. bo t,;x. 67) There f ore, oven Llrough llrt· .omOUHL ol plduL r cqurrl'd 

•~·•Y be slrqhtly overstated rn thQ HAl model , thor .. will he (•ll!lti'Jh 

!·!ant to ensure that. the networl: w1ll reach .111 customo>rs . 

;,ccord1nqly, by using the geocod1ng process, HAl !. . Oa provides a 

J., ",,,. o f pr>Jcts1on tn 1 ts results that lr..ply cannot b,~ 

duplicated by " model such as BCPI~ wluch does not " locate" any 

custome rs at all and instead uses an unr ·altstlc ~odel!nq 

~:-:zurttlon that- ad.Ht.:.tnlly d.i!lt ributt!!i tlOUSCl .>l dS Wlt.t~ln "' t Oi.ld 

reduced" quadrant>! overlaid upon nn drtlfrcr<ll 1r!d structure . 2/ 

11or..,over, the HAl Hodel designs facdltte to neHJllbor hoods 

U~•.! "dY a:"~ c.ng1ncer would dc:aqn those tuctllttcs . 

Uoe mor!Pil nq algorithms In the HAl l~odel 1m1 we no arllflctul 

i U!J :...c •:d dct.!Jtmirdm; lbc t.hstctbULion tol!t•.J!i . 1*1 •• r tr. H.it!lt•ltJ 
._. .1! !'.Jp#!r~t~r lO bCPM in thi!l pcor:~'!I!J. 

l/ The cl...,:-~u.st. SCPH comes to "lOc:utinq" cu:Jtr..~mo l ::s 1s asslqutflfJ on 
1mount u ! cu:Jtomors to u CJ"oqraphlc ore.:. .1~ J.ug·· as 1)0 ,}lc;n.•!:l fl/lOth 
f ,, 5quuru n•ll<:) . (0\lrfy- D<:no , Tr . 1011-1013) fl( no slr••Lc:h o l lhe 

lllh19.Ln.J t.ton ~~ 1.hc J.dentlfiC!ttion of the underlyH1J number o ' 
cu:;.tomer:s in!S.tdo d 60 acre .squD.ro an 1dent. U.tc-c.~t.ic·, of each of tho3e 
· U!Jtomcr's guoqraphic locationn, ptlrl.lculurly 1u r na.l dt"eas ln 'llh iclt 
thcr"-• !S liY.cly no more than"' sin9lc cust.on-~cr tn my Qlven squtlr~. 
1\S Con-.;1nss1-oncr Ga.rc.La aptly noted, BCPM would not be cJCCurc.lle cnou;;;h 
to let you 4001Jl cust.omers , though you n'llqht. t1v tJb iJ to bomb Lhcm 
•;r•~t-n u l<1rqe unou9h bomb. (Tr. 1011 , 1013) 
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pr\!Vl .. nL t.•,lll:.n:..t.ou o t rt!al-~.o.~orJd etlj c icncJ t•: ... rruJ l~chnnlucn~:L 

n ·:ood/PltL'\ , 1:- . lt84-1687l After all c ustomer s ur< Jocatetl (lis 

!••sc r t!;r.•d ,,b, vcr , .he HA: 5 . 0a clust.enng alr,orllnms ~dent1ly 

·u,. t,.m,•r:; Lh"l ..:"'' be s., rved t ogether l ogica lly, such as 

·ustom••: s located !11 the same nelghborhood o r t own, subject t o 

any technologicul constraints . (Wood/Plll:in , Tr. H66; Wood , ~:x. 

•1< , H.JW-2 , dt 3-4 , 31-331 The model builds feede r fact lllle'' t o 

t hcsc locat1ons and dc!tncs cart l~Jr S•!rV HHJ art?~ts . 

possrble, to 1ncludc the tdenl!~~ed o roup~ng~ . W~thHl c.:oc:h 

:.r·.•;t.to,:!iuC:.d, !IAI 5 . 0a designs dlslribuuon lac! Lltl<:s ustng the 

c ff irienl rectangular l ots favo r ed by rea l-wo rtd real e~tate 

oevelopers . (Wood/P1 tkin, Tr. 1107-1708) f'or out! y 1nq customers 

~<"rvcd t•y roads ~ HAl S . Oa a;ctuttlly bta lde distributton fnctlltlC~ 

olontJ the r oads to se rve the customers . (Wood, Tr . !:1"/Cf) 

The Hid 11ode l also Uttlizes the sam~ Je.;:;t cost, most 

~f t icienL technologies that JLE:Cs curr.,nlly or• tl.:pl o y i ng, 

tncludlng next generatio n dig i tal loop C H rler :;yst•·m~ . diqlt" l 

!lwnchtng , f lber rtn<jS fo r Interoffice transport. imd Sig"alinq 

System 7 . (Wood , Tr . 768) f'or P•Hts o ; Lhe uetworl: tn wht c h the 

.. hole•· of ettJclenL Lcchnologl t•s rrwy dt t ff·r under varyt.ng 

cohd .t. ions , Lh<! HAl rr.odel contdJ.OS illt~t.·rndtlvc solutio ns dOd 

ct.oo::es <!! rictent tcchnologtcs the way r eal '"nglncers muk<> 

cho1c e:s . Fo r example , one choice an eDqir.ccr must maS.:c iH 

.Jes tgnwg a telephone netwo rk Ls bow much copper versus (lbcr 

tecder to use . Copper, be1nq a seml-prcCH.;.us met,.J , -lS expensive 
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><h1le b~cr lS <Clltivcly cheap . However , fiber Ieeder requires 

lnst .. lldt.ion o l ex;:>cnsive d1gital loop ca rr1er ( " f>LC"l cqu1p:nent . 

T!o••reiore , "'' Ue t is not cost effective to use flbcr feeder for 

!ll .o : L distances , at some point it becomes lt>s~ costly to use 

1lbe: Wllll DLC <!lectron1cs than expensive coppc: . 

tne most cost cffect1ve solution, I'.Al 5 . 0a co:npares c..ls=s of 

copper and flber !or every feeder · oop segment and chooses lhc 

most clllCJCnt alternative . 3/ (Wood, Ex . 43 , DJ~I-2 , ••l 20-21 , 

·1~-4u : Neils , Tr . 2~73-247 q l 

In c;,,n! : ,.:;L , flCPM deternunett Lhc nux u t coppet dUd fth\•t 

1ct:dt•t" t-::.otna dO arbl!.rury ''crossover pOlOt " bo:;cd 0: tOt.lJ lOVp 

!ciii]Lh . (Wells , Tr . 2496, 2517) In fact , then~ 1:;; no r l}l.ed 

::tvS:.<•V<Jr po!nl based on tOtdJ loop length at whi ch ll ::s less 

cos· lr to use f1ber rather than copper. This 1s becaus" the 

"t •lc!cw·l'-'S ot copper and fiber !'eeder depend on feeder length , 

tOt.J} loop lengLI .. •.-hi ch 1ncludt.>~ both fcr·de r and 

d!strlbUtlon . (~) Therefore, BCPH nr.v .. ~r r·.u1 optHni::f• (cHld 

hen<:e .d·.,ay!' overstates) Ieeder cosl. 

thr> proJected costs of un1v<:rsal scrv1 cr! , <~ncl ultimately, the t<>X 

lt f'londil COilSumcrs . 

e~orcovcr , contrary to the lLECs " ussctllOBs , l.hc lJtuvu rsal 

~crvlcc network whlch the HAl Hodel designs 1s ful ly capable of 

1/ The HAt Model also is c.1pable of udjuBtlng the mi>: of ~.H:rial and 
c.,,,:: ted J.d.unt dupe:nd1ng on tho cost:J o f plac1ng ~i•Ch cyp~ o t t...ac.1l u .y 
.. 1U.1: . .:;pccl !.tc qeoq raphic ~tca:s . (Wood , Tr . 768i W'?od , t:x . ~3 , DJW-
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•:iCCOirt.'nOOt. l lOg all tnanner of adv:>nced serv1ces, ~ncludin<; 

tradlttond u!.alog nodetn and hiqh speed ISDN d .. ta scrvtces . The 

llid !~ ode l "'' l:cs t~ ese capabt.lHics a vllilabll! , tn part , by the 

nwdcltllq ,,f T I l· chnologle~ in pl .. cc oi coarse-<Jaugc cable and 

loo:!'-l CUil!:i Ulll~~·e(J ua t.!m.l.lf!00£!0 ncLworks LO pcrmll u x tl!nded 

copp"r loop tcngtns . (\~ood , Tr . 769; Wells , Tr . 2 4 '12) Thu:: , o•V~':t 

tsolatet.J customers can be served US!ng rhat 

<~Ccommodate advanced services including ISDN and othf't· l11qh speed 

In further contrast to BCPI1 , H/d 110CI!l 5 . 0a 

•'<Ho<lll;;l.s tests o r the outside plant factlili"S th.•l i l muriL•lt> t o 

t•tt:;u!e thol the transrn1ssiou ptlrilmetf.!rs nece:ssilri' tl) pcr-ml!.. 

,;cco:r.modatton o t advanced serv1ccs arc not cxcecd<'d. (Wdl:J , Tr. 

.;._•jCtt)J Thus , 1n no sense docs the lii1T !~ode! oHSumc or r<"qui re a 

lc\'cl o;;>l scrncc Jess than that beinCJ provtdcd to any customer tn 

f!o:tda today . ln the vast ma ]~ rity of casca , 1L p r ovtdcs !o• 

q:eolly 1mproved levels o ( servtcc- . t;l 

II. 
THE ILECS' CRITICISMS OF HAl 5.0A ' S 

STRUCTURE AND ALGORITHMS ARE UNFOUNDED 

The lLECs ' attack on the struct.ur<: c( u,., fihl 11od<!l c:o"ststs 

t our pr1m.:.r'/ crltlClsrus : (Jl. l bc::aus•.: Hid ~ . Oa pcrnnL-o u 

.. • • .. t_ u J 

·i/ Tht: t.ou1rs1ana Publlc Ser-vi ce COtnn\1!\Sl<'ll"\ recchtli' o.)dopted the 
f'lnul Jtccomnondat.ion 0 1 t.hc S~a ( f ')nd l ndupcn(tt.:n1. ~xpt!rt c:Qn:H:n .. l nq 

! <lot.ailcd ana!ysh o f t.he IIAl Model oll'ld BCPM indlCdtl ng thool l,hc 
riT\! Ho c.!c l i!l superior with rc9drd Lo bol.h cust.om~~ r loc~t.iou au(J 
r.:ng.lnccrln(J design. Order , L.cl.~Ub.S-crv . Convn' o, Doc~:ct. Ho . U-20683 
tSub<Joc~:ct. -1\ ) (1\prl l 1~ , 1998) (dcJ)pt. •nq St.u!t ' s f'lndl 
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n"11Ximum !c.."Jp l\.!ng'h u ! JU , OUO feet tl doc:J nol Jnt,")dc-l a " quullty•• 

r ••. t-... r •. ; IB1 iiid !> . Ja does not .:>ccurately locate cu:;t.ome::-s ; (C) 

HAl !. . 'Ja J.., •• _, :wt J<:s1gn pl.mL Lo Lhesc customers ; and WI HAl 

•,.0.1 dtu_•.s not. d~~~:-1n enoug~. dislrtbutior. p!;lnt basl•d on d min imum 

span:11ng l:'CC IMST) anul ys1s . Ttlesc Crltlcl:ans or-t.-• WllhOt!t. 

r..l'tlt . 

,\, II AI ~-O•'s Limilalion or Copprr I.OOJlS 10 18,000 f"ttl Hrsulu in • Nrlwork Tlo111 
Efficirtllly l'ro\'ides ll igh Quality Strvirt To All florida Coomnurrs; DC PM's Usr or 
I he S:unc Limitntion Dot ! Not 

·:tJo• l.lCPI~ pruponenls say th.Jt beCuUS(• HAl 5 . Oa permits a 

,,..,x,mum loop lenqlh o! 18 , 000 !eet. !t Jof!S n,.t. :node! " "qu,.lity" 

n.t.:t-... .... :-;:. Not only is lhis u..sscrl1on \.o.' r«Jnq , pl .. dr1 dUd simptt.•, but 

!3Cit1 J . t z.t.~\!'lL :st"tvc:; cu:sLornc r s out LO 18 , 000 teet tand l·c-•lon;JI 

'" r><ec1sel~· the sam~ manner. Ther~fore , etLhcr bot.h models fall 

rno(1P.! d ••quall ty" ncLwor}: or, dS ls the cas~ , the ltJ , OOO toot 

ie!:i .. fH .unil 1!, '!r .. t!rely consistent '""1lh d qu.:d!,"J nctwori . . 

E'f!llSouth ' s .... 'ttncss, Dr . Bo\.IJTlr:rn , taJld lh" corr.mL!jSlt.J:I 1u h1:i 

su!Mlar;• that " (t}eoc BCPt~ n~twor k ut!llver:; oO p<•t<'ent l'oO!'· l.1U:1ng 

po·...rer to custome:rs than the flaLflel<l lwtW<H l; <!!l:;unn() thi!l 

lli<wm-.n , Tr . 

1. 21J) Th1s dS!;Crt1on was d dcljbcralc i-1nd tu']tll'/ dramotlc 

tttempL to m~sleud the COtmtllSS1 r1. Or1 ·: 5!• PY.Jtl'llnutlOrl , Ur . 

h-< • .r.matt l lt i d di!ferenl Slory · 

•··c n::r•cflddUon , I.a . Pub. Serv. Comm ' n, Dot:k<:l No. U-20883 (Sub . II) al 
; • -n u-:dr . 30 , 19~8) . ) 
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• Both B ; PM and HAI del1ver prcc 1sel y UH: same power for 
l;.t.:>ps of the same length. !Bowman, T r. 1267) 

il~ .o r d 1 ng t o Or . Bowman, 
provice quality service . 

loops 12 , 000 feet ;,nd under 
(Bo wmor. , Tt. 1?6t>-12&7! 

/.oprc . .cimately 9 9- 1/2" o! loops tlMt !!AI ~ . Oa models at·c 
un..!~ r 12 , 000 feet and thus meet Dr . l:lowmun ' s alleged 
"tltiililly "" Sf~ndord . {Obwmrtn , T z. l~ t.,ft) Bf'"PM l'n'Jdt•l !l 

.:>VtH '19-1/.U (bu l not 10011 o t loops u11Liet t:• , uuo t eet. 

Both models destgn loops between l:' , OOu !eel tnd 16 , 000 
!eel 1n some carr ier serving areas lO .-.chteve cost 
'-'fflc!encies . (Bowman, Tr . 1274 ) 

Documentation Dr . Bol-tr><m ftled w!Lh this Comrrnssion 
st;,tes that "Economy often ruquin:s a 33 · 1nc re;,se {up 
to lv, OOO feet} in length in nonloild<!ct c::;:;, loop~. 

ln C':" lUdlnCJ br1dq~ tap:; . l.tlf•!Op.ln ' ~; ~'X.Io•ud. ·d f"SJ\ J: ; 

l:' , UliU [l US IIH) 2G-gauge witl" dlld J~o , t'Otl !L U!'liUI 
hl!avler lJauge w1r e . " (Bo"-111..tn, Ex . !..d , JU•!il- 31 
l·~OLf'ovcr , '' loops beyoud the RT :.;1te t.:an be t t.:d lt.!d ov"-~: 

wl th caru up to an !8 , 000 fool e xtended CS!t. Thi s 
asswnes RWG 2 (extended rang\! ca rd) 1s used thro ughout 

01 (l.d . } (empho;:st :; ilddcd . ) Con ::tlStcnl. w1U1 
these design principles, the lUl l model 1 ncorpor.>tcs 
e xtended .-angc c ards in those few loops which e xtomd 
close to 18 , 000 !eet. 

Usc o f extended range cards p.nmJ t:· qu.1lltY :><HVice arh.i 
i&CCC~S tO advanced SNViCeS . (l)c.,mon, Tr . 11 Q4: "The 
• Xlcnded rang e lttlf: ·-s:-:i ar.J tl.•· '-.Irq\1 ,,1b b..• !i.L.:c are 
nccc~sa r:y t o en:;urc cvmpt11 t.eUl t ciCCt!S5 to tHlvcuu:~U 

.-;crvrc..:s 1n ru ral ar1d Utbi!n t.Jt l~d}'i " J : ~·~t· Lil!io Howm"'n , 
Ex . !J2 , RM.0-3, dt 1 ( " llne Cdtds ttre -:1vi11Lible ~·htch 
suppo rt t.he acces~ t.~,. var:.ous lev£"!:- o t tH..f \"tlnccd 
Sel'V1Ce3 . " f 5/ 

51 i'tw BCPM mOdQl doCt.lmcntatlOn l!J ulso cl(l.lf" cr. t tll!t pulnt . Th(! 
lvcu..-:.cnta t .ion s t.utc~ bo t.h t.hat thQ nct·• o tk BCPX dc:ugn:. .. cJ llor..:s 
cu~tc~.e-r s to utilizo currently available d.J.to.l modc:ns ! o r d ~ al-up 
.u. c,:~s " c1nd that. whc:r.e BCPl-1 docs allow copp.:!r ! ... p:c ~ f up t o 18 , 000 
to~~ tn the dlstr1butt.on nctwor~ , ?4 qauqe c.1blc l io'J c:h ~Xt.('n(fe-.:J :-:tnge 
! ;n,• f•drds tct dlstribut.ion dt:stanccs over l 1 , 600 t.--.•"t J 1s u!!lcd :.o 
"Jt.:tv•· oll cu:.t ... :nt!rs 1n t:ho dtstribut.lon area. a:x . "11 • • .n 000025 , 
00002• ) 

Ot course , the focus on perfo~mance at t8 , ~0n feet o ! copper 
c~blc t5 QXLrn~ly mi~leading since Hd t(leld 5 .0a pcoducca no l oop~ 
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• t-:tu 'l' r_. .... . Bo""'nwn coulttJ<Jic:tt·d hi:i '-lritlt•u lt'HLtmuuy <~nd 
docurcnlul10J on cross c xam1nat1on, d:i!:)f•rltrlrJ ltl l tu-· 
l.cdrlr.q lh1t modem function will degrad.., 111 loop:; o ver 
l~ . LOO r~et even Wlth extended range cards, L!>e '' study" 
he prc,_·,nt ~ as evJd(·nce of modem degradation in lon\) 
loops docs not u~~ extended range cacds and thus 
prov!d.,:; .. hsoluto::ly no ev>dcncc on i:!JiS point . 
(Bo...,':nan , Tr. 12'16-1217; ~Ex . 52. HMb- J , at 7.2-?.>l 

Thus , Lhe only disagreemenL between the parlle!l 1s what cost 

U>c moods should 1ncludc for the prtce of the cxt<>nded r;ange 

ac-e~ clect.ron1cs necessary to pcrmiL qual1Ly service 1n lhc very 

:--;~1r1ll p.-rcen togc of loops O'IC1 12,000 feet . !lased on Lhe 

r . Ool lll:.Qady HICludcs the costs of extendeo :-a:. ;•· ·iJ!"ds ~or Jll 

llta:! lc.nqe: than 12 , 000 feet served by smdl! OLC L<nmirHtl!' 

: or copper loops over 17 , 600 feet ser'led by ld'<J'-' !JLC uutts . 

nkl~s, Tr. 25171 The BCP!~ docs not . 

In ,;ur.rury, both Hl<l S. Oe and BCi·H J . l cn>ploy lhc !l<omc 

N:LeadeJ c >nqe line cards for evl!ry long loop sr:rved by smull !JLC 

un tl s . t"or 11ne:; served by larqe DLC unn:;, B~!l IS •lllh <>nd GTI::T'I. 

HAI ~ . Od , on the other ndna, uses a more e(tlcten:. '.!Xtended 

~ .. mg• l1ne card designed specHically tor tl.e large DLC units 

;r•.Jtcr Lhkln or equal to 18 , 000 (cet dnd v.lrtocllly t)qr·w , • .••• ~n nco: 
tt .. 1l lt..•UtjLh . (Wood/P!t ;;in, Tr. 1104-170~; f.Y.. 6S, DJii/IH'Jl-Jl) Ut.:PM, 
•Jrl Uh! other IILind, ha5 no spt:ci!1C procedurt! r~c ch~!(;J.!rtt] 

dl!lt:J 1buc..1on toop length a nO does dCtHgr\ loops ovt:r lH, 000 fct-n .. 
( Wc.oc.d /~!tkln , Tr. 1639-1640) 
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both mace!- cn.~loy, and includes the costs (or these cards for 

P'lt•ty 1101 ' n ~Y.;ess cr 17, £00 feet pu~~uant t o technical 

llt"c~: on t~om he manufacLurer o l l<~rgc IJLC unJLs . !Wells, 'l'r. 

• '!.,J .. . ".!/ ; Ex . ""· al JWW-'1 13ellSouLh and G'l'ErL use v ery 

<"X pens 1 v<' cxu~nded range cards double Lhc pt!,-,. o f t ho• 

:.t •. .Htdd!d ... tt t. i - !l1l cd 1 1 ill~.S se:· vcd hy ldrqt1 nt.c units greater 

<:hiln 13 . ~00 feet , lEx . 73 , at 251 ; Ex . 78 , al 96). whtt.• llAI ~ . u., 

models less e xpcns1 ve but entirely appropr tate extended range 

·,,. b , JIISl 2S' more than the standar-d ca:d, nl·1 !or those llnes 

o>xc,..•<Jlng 17 , uOO feet on the large IJLC Llnll·'· (Wells, Tr . :?516-

~~l~ll Tho...• \!Vldcnc::e :;hows that , in both modPt~. ust! f 1~ 'f-'!1 w1::h 

p:opcr clccLrontcs up Lo 18,000 feel is tully ·cmstsL,'nl wtlh 

:t.'s ... gn ot a quallty network . HJ\1 S . Oa , ho....,·e•..'t..:-:, !eploys ~Xl!lllnq 

· «CI•llolu<Ji' >n <o manner that is much moce t:ll JctcnL dll<l thus less 

'ISLly . 

B. IIA.I !i . Oa Loca tes Customers Koro 1\ccuratoly Tha n BCPM 

There can be no dispute that HAl modt•! ~ . o~, td,~ntiflcs the 

,u·tut~l qeoc;taph\c:· locat1ons ot :-;.ore hous~~holds thar1 Jo~s BCPt-s . 

Gcoc•JOing JoL<> exlsts for 70• o! Lhc hnus.,hnlrh; tn rlcflrtd. 

HO'W mot.y dCtuc:.1 hous.-.:hold:s !ou:l tH.:-r:-1 locolt~'? 

Zero! Wu 1 fy-Deno, 'l'r . 941 ' 1010-1011 , IC12il-!029 ; La . 

~-:.commendatiOn ut a I "BCPM docs not locaLe customers" ) I Ever. 

mt tt.! l.rportantly. HAl r~odel S . Oti will conttnuc to !mpro·:e the 
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I t : <:u;, t omor l ocat 1ons wt th every udd..t t 1un o f 

( Wood/Ptl~tn , Tt . lt_,71)) 

!lf' llSouth dttemp'.cd to dtv~rt attenoon froll' the HAl model ' s 

'J<!OCod-nc; m':Lhod by comparin\1 s .. telll te images o f 1dcnu !lable 

' """ '"'JUI.tt~ · o l.h~: s urrogate : oc<~Lions us ed by thc BCP!·\ model. 

rhl::; !t1111t ••d •• u • .al y:.t:. wu:; performed f o :- c1 S l ng!e win.- center 

:Ji.!!d.:t. •,:•J 1r1 part l.htS t!d ncllSouLh ' s desire t u n11n1rrd:·· · th· · co:;t o f 

tHiil~ 'j!fL, . (IJu tly-Deno , Tr. lOfiBJ Photographs o f ttu:; !;inql<· 

tno t !1JUSt.J1olds) W<!P.! located in one-mllc htde !:lttnds at var1aus 

i! sl .. a t•·.; 1 rom u .e centra 1 off ice . 

• 1 t . 1 ...t r •"·! the uutttbcr o f 

: our.<.: a ~.tqh degree o f corr!'!latton . Tr . I'J ~ Jl 

idtt.ough h" provided no stmllar an,.l:;sts for thf· Hid l1odr-J 

!Jo Spitt.: hoVllltJ prCVl..OUSly perf o rmed :lUCh taHuly!i t•!i l n J<, •ntUCf.'/ 

oJ ! ;u 1 j.'!i 1 ~ :;upptJ! I hi:; !'J,dm that HAL 

o t Florida cuusurtt•!J ·. , 

l.UCilt! Uf] CUStome r s than the BCf!.:, ... ~--..... . . ' 
1s nolhlu<J 1n this correlation analysis tc. o vcrc<.m•: tro <.· or>v"•"" 

•~.;. : . .- luston Utcat. a model wh ich uses Esctu,lt cus '· ... .Jm• ~r lr,.,cattons 

lac .... tv::> cusLor..ers better than ont: whieh !u•'!:-:. no l . 

•1/ Hat!l'C.tld model ~.Od c~an tncorpor()Le •::P J.tly unl :mlted 
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I' tl> no :;urprtsc that HAl ' s gc?Codtn'l :octhod 1s " bct.tcr 

prcd.ct : 'cust~mcr loca tio n lhdn B<:Pt~. UC! M' s best. <~nd only 

hous .. hnlds .. rc and wil l conttrnw t n be loC<~t.crl 

Hil'ntlcal t.ll<tar . .:es apart along every quallfyinq r oild !n " Census 

Uloct at a m~xlmum distance o t 500 t cr·t I lORI lh·· J O, IU . 

(rlood/Ptt.bn, Tr . IG72J Because the vast ma]OrJt.y o t r oads are 

locat.ed on censlls block boundar1cs, t.he va:; L rna Jo n ty o! BCPH 

~_.st.. una ted customur locations also "'re on ccn~us block boundar1 cs 

"' <'V<' l y dens! ty zone . HA! S.o,, only u:;cs such ,;implt !y tnq 

U!;jll:•: c;cocodino data . 

For ••xa~:plr- , 111 Flonda ' s l o west densi"Y 2one, the HAl model 

. ~ db!~ to yeocode o nly 34· of customer~ , .nJ assun.es the 

n•;r,utr•ln·J 6f• ,;rc located on census blocl: boundaries . Even in 

thl~ instuncc , HAl ' s accuracy tn locat~ng cu:1 t omcrs and its 

dbtltry to dcs1gn plant efficiently is be t ter Usdll BCl'N' :; Lllf: 

'l'-'<•cod wg of i!Al • s 34 ~ prov tdes pr;;c l sc locatJ ons for these 

cu:; • Jme rs c;~nd pcrm1ts economle~ :-e:at..cd t o naturally occu rrtnt; 

~' tllout ru<;a<·d for actual locauons . ·1/ In liiC ne xt lowc:;L 

•. uJdit.l.onttl geocod1ng oatil such as dt1t c.1 tr c·:n E>~l J,Jt.:-tbiest.:!J 1!i t.hls 
jg t. ~ • becomes 11Va i l11b! ~ . 

1/ ln 100 · o f c a !!t:.:J , BCPM :Jprecld:i euch howsinq unit. ih t.·"ch c o..•n:aus 
L loc; t: dS tar apart as pos:s1ble from 4.111 other housitHJ unit$ cJlo ng the 
r <>d f\ctwork . (See Ouf!:;-Deno, Tr . 9 41 ) TtH!l !S becaune BCPH use" 
!.c ac.Lual cust.omerlocatlo ns and cdn: 1dcnt~ ty no nd Lurolly occurr1ng 
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:-:.s1ty :.one. P.AI 1s much :nore 'l)ccur,•tc , qt:ocod!ng ~2· of 

'l ·m<'rs and pldc tng on ly 38" <ot :.u:rc·g.llt' locdllOIIt< , cow.r<Hcd 

,no .ur og • Los I or OCI'H . l rnport..<ntly , 1n Lh~ m~dlum dt'IISI Ly 

~ones .•hc,r'" g•·oco linn ts most lrport<ml to 

1 t • 1 I 
t '"' 

H .. ' I ('CnLC:UJ• ul ,·u .. t .. Jr'•'tj HAJ Jll.u:,•· dl 

l' und 22• whllc DCP11 continues to USI' 100• surroqalo•s. 1\\ood , 

ir . 62!-824 ; ~:ood/P1Ll:1n , 1683 ; E:x. u5 , liJ t: /&f?- ..,1 Tt••• !dCL5 .. ru 

1 • •.J t u1 t•vcry tnSttJnce, llAl ' · 

1! I p!ls<ltblo• costs for provts• : 

C. HAI t1odol S.On , Unltlte BCPM, Butlds Plant To Actunl Cus tome r 
Locattons 

T1e ll.t:Cs ' ,dlcqatton that lt.d :. . o .. doo•:. not hutld pl .. l.l to 

J .. ~oe otrcctly 1.0 the center of ni!I<Jhbo!hood:; "11d loc.otl'~ r·t.c 

;~.; :-:e:.~ ~L tt .. ot point . tWood, Tr. ~7'•1 

1\ccordlngly, acrH bre .• k~ up "'"'lhb th• , I" by thr· 

.t:; •:.or. o! latltudc/lOn'lltudc qr ld 

lu~·1 •·r:• o f CIJ!.tttnw r ·· · The result, howovc1, 1:; lh .. H. UCPM prohact..·~ 
1t1• highest ol ••11 IJOa.uibh: costs (or ltat fJf OVl:Jion o 1 unlv,u•ru1 
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the co.~ c.nttold of each grid wlthout any 1dea where the houses 

Jr "' !ghb rhoG"is actually are located . 

!1oreov,, r , .!AI 5 . 0a builds cllstributlOn pl<>nl th.H blan~ets 

clustnrs from end-to-end. Thls L"nsure$ lhcrc is 

·;utI tc~cnt dlst.rsbut.ion plant to reach eVt!J \' ~o.·ustC,:!tt-r . In t dCt, 

llld 5 . Oa deplovs mor e dtstnbull.on plonl 111 Flor J<l,, t.han dt1C':J 

W'H-1. {l·lood/Pnbn, Tr . 17121 1.! 'PM, on th.-. othe r hond, btll !t!S 

listrlbut•on plar1t in artificial square, road reduced quadrants. 

tW ~d/Pltkln , Tr . 1702-1703) The area of tl•~ uqudtes IS equal 1 0 

the ro;ods whcr•' llC!•!1 supposus CU!>U>mers to be 

lcccstcd, but thls docs nol mean t.hc t.tml•uut u t dss' r lhu11on t·~ttJJt

-no••led reaches customer locattons . Thro prohlt•m wJth thts ,.,.,thod 

:s t'>.Jt the distnbut.,cn quadrar.t squdrcs b.,,. no rt:set'lblance to 

t~H_. £hilpu-s of t..he dC~(1S alon.g tl1e !OddS Wh,~re HCf'~~ iiSSUmes 

'- 1sr ornflr:; a:--e loca ted, ~o that th\?' le:vjl.h!i f lh~ c~bl~s w!Lhln 

• h< two urcas arc not the S<>mc. Whtlt> IICLtl"'r ntodel dcs!glls 

~t.s · rJbut.Jon plant to the dc~=--5~~r o t ~"·ach hom(: tr; Flor1ctt1 , HAl 

. 0.;1 dosirJns dt!Jtribution aretss lhul v'•r llay -H..:t.uid •;eocor.!{~d 

'.II tlo:; ltS rOtJd-nul~dt;JC ~".!Stim,)lt!S. J\~ I :· .. ~ult , H/d s . of1 15 iar 

more prcctse 1n the dcsiqn ot dlslrlbUtHm plh:,t. thun BCP!L 

\tlood/Pltl:i n , Tr. 1699-1704) BCPM thus but!ds a uoy model. but 

>r·•· that unCortunately fails to avproxlln .. tr· r"dlll'f. 
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D. A Pro per M1~1rnum Spannin9 Tree AnalyGl & Shows That HAI Moots 
Thts Hypc tho t >cal Tost More Cons1stently Than Does BC~I 

mtnunu.~ sp nntng tr<c l"t'.ST' ' ) lS a h:,·pothcllcal test 

t:"l r,. ""' ' '"". Lh• dispers.on of a group of customer loc.>ttOrHl. 

i: di!'Hf.tt. , Tr . ll ~/J) 

t~ .• ~ tt- .. L to discredit the HAl t'.odel ' s ability t' butld enough 

nst< H>utiaa plant, a proper understunding ot' t.ho.: liST and Dr . 

tutty-f~•nn ' :; m3slcadtng ana.lys1s sho' ... ·s that th,.. r~S'!' does not 

flvV.d•·" v .. l:d bas1s for co:opannq the models' vbJltly lO place 

!lid ""' l••l <lltlp<..-rto rms the BCPM ln too.:cting tho• M!>T llyp<.> Llu•t ir.,!l 

ur.,t ~ y .. l s . 

t>r . !.Ju f 1 y- De no readily ad:ni t s tlllll th!! !'.ST dc.es ne>t , and l s 

:, · tnr •:nt;!!!d Lo , compare the rout .... m1.lc dtsta:nce 1n r.1 model 

'l••rsus the rout.•· m1lt- dlstanct• that Ohc would artul.l~l·; tlnd n. 

• L•• ! .... ! world . (l)u ffy-Deno , Tr. !072) ll lha~ !o!lows that the 

:-~.-T 1 ... not the m1nimum di:;tance neccssar",' t.o -·~nnt.!cl actual 

·l::.-;tom(!r localtons, and is not ll voltdtly c h .... c ~: ou Lhr• modt'1 ' s 

ab1llly LO prov•de serv1ce to every loc.t:~tl . 

f" c'><ample , an analys•s performed hy l.>r. !Ju! t y-Ocno 1n 

:•"~J ,,,,, . ~o " Staff r.-:qucst. shows that, l cr tht:• 'lonb·ctu·.;n w1re 

loago.Jr than an l-IST based on sa tell ill! oh~" ' VdUuns of actual 

custome r Iocut>ons . lEx . 48, Lace-Ftled Ex. 2) Fo t lhc :;(lmc -..; t rc 

t<:rotc r , th~.< Hid 11odcl estimates only 9r tcwer route mtles than 
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the M.;:· . (Ex. 65, UJW/BFP-16, ut q) BcO:<lliSo> the C<l leu lilted HST 

lvr Lhc ··anl:ect<>wn ·~ae center 1s substanually o vcrSI.dtCd when 

• rr.r.ar~d Vl ~~~1 HOrld condlt"ons, the HAl t·!odel docs place 

e..1ch cu::tomers in that • ... tire cente r desp1tc 

til• : ..o.:t lh~l the HAI Hodel butlds less t!o .. n tb" amount 

call'll!,otooU by l.hc t1$T olnalysl~ . As Summari::ed by Ht. Pitkin "the 

:·1ST 1s liOt a valld compaoson -- either f or th<:> H/ol Hodel or ror 

the !l~P!1 ." IPIU:Ho, Tr. lo•i2) 

'" th"s proceeding , the only nllidau on available to the 

Commission is to compare the amount o! c:s-rlbuu-:>r. caolc placed 

"'r' c..och model. The record shows thnt lhc ll/d Mud••l pJ.occs mor.-. 

dtstrtbutton c;,;blc tn the lowest two densny ~c·no•s. and ) , QOO 

rr.or.: m1lcs ot cllst nl.>utton cable statewtdc , Lhdn doc:; the BCPH . 

( h lf.lrl , Tr. ! t-41 ; Ex . 65 , OJl-1/BfP-161 It is mis]ndd:ng fo r the 

hCP!·! !.Upportcrs to cldlm thaL tht.! HAI Mo'.!t .. l docs not btu ld enough 

jl~tr lbUt.lon planl to reach customer locdt.iCJH'i ···dH!H the HAl 

l~otltd , '" lact, places more dLstrtuuuon plant thlin doc:; the 

IIC!+! . 

U~ . Du!fy·Ueno perform~d MST test~ 

,:,.., frPI~ which he claims demonstrate 

•n bnlh tho 11/d 11odtJl ant'l 

lttr'HI HAl Model In mcct.llHJ 

stond;.:.d . Uncicr close scrutln,, , howcvt.!'r, 

the 

the fK!'K pertorms 

hypoth•'Ucal !1ST 

1. 

J.)u : ty-Lcno' :; anill ysis or the cwo models l.S 1ncons~stt!Ut , and does 

nol p.rov•de .. vultd bilSJS for compcJrlson . 
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1.-· . tvlty·Vcno pt}rfo=cd his MST n:.t os the acn1 <il the 

..,:c.~ l;:•.:cl 

t. ~rlbCLton orcas ana tne Dt.c. (Plt.t .• :: . :r_ : .,, -·e.,..,, :., .. ,-1 

7t.t t .us :.n· r( durcd by thls 1nccn:;J st C'Of"Y 1 n lhe Wo.i'l t It•• tw, M!-;T 

.au;~ly::h!S were performed 1:; apparcul !rom t)r. t>ut iy r.~n.o ' _, o n•n 

t • f :rnony thut "ht•CtiUS(' \l( the ('{lllfiC\ • tnq .·.ahll· t .. tw••••r, ttu• III•• Ln 

. '•'! ::ad Utf' uutl1Pl~ ta kes a rlqhl tiUIJlt! r""'vt.nj o.Hidl t.ht· 

O.r .• :r..::"" St .. -snH!tl•J • :t;• >.!j cl S:lrclltJhl dS lht-• Ct ,.: t li~S . •.,;t,t.;n you 

1 1 : u.r tne conr.c,..t 1 ng C'-ble t tl.l ULl:.ers plu.;l lht• ?utltc-r:; 

lllt••rn<Jl (cable), }'OIJ a r e always QOJnfJ to b.:- abOV<' lhc• m11umum 

r.:mro~n] cr~.., lor Lhose outliers ond ('OIIII"C ti!H) ... chic• . " lllulty-

[.,.,, , Tr . 108• ·IO!l'l , e::-.phasss .,<!drd 

o: ..•. ; ... 

ttw I~ST 1n nss andlysss o( !'.Al. 

n:"ct CCHTipltrt:~on between Dr . Uufty•hfHJo ' ~ r•~::tull· lO J Lht• two 

r. Jel: .. 

j d!. J 

·"I anson . IPllkln, Tr. lo~O ; 1\c.od/I•Jt•;l!., Tr. 171&-1'1?41 Tnetr 

"'"ly:v·s show tll<lt. the IIAI Hodel outpcrrorms lhc ElCl!1 •d.JUvc lo 
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·he nypoth• u caJ M.iT standard . Spec! flcally, this at .. ,ly:;l!.l shows 

lhdl ! 

• Eor the :owest dens~ty zone, neither model places enough 

···.t>l •• to !idtl!ify the calculated !1ST, although the tlCPM 

m,>Jd l.!lls fdrther short than does I!Al ''>.Oa; 

• tor the lowest l wo densjty : Jnc:.; comlJtrt(!rJ -- Lhu:;c an'!os 

Ll.a• ore most llkel y to requ1re •.;s: s"ppcrr the HFd 

Hodel pl11ces 25~ more cable Lh<ltt the HS1' whllt• the LlCI•H 

1 l.Jt't•:< on ! y 8 . 5% mar<' cable than the I~ST; 

• fo~ the two highest density zones , LlCP11 do. s not pl.ace 

( rsuuyh ~,_ thlc• to satisfy :.he calc:ulttlc.•d M$T , while tht! HAi 

Hodel docs; and 

• for the middle density zones , llll.! I!Al !{<.:.lei constst!'nt ly 

exceeds the !1ST minim'Jm by " !lubstanua! ly 9rcatc : 

percentage than LlCPK . 

II>Ll:tn , T1. lto~O-lt..~l ; f:x. oS, IJJ~I /Ilrl•-) II 

V.'ha lt a 'JtCaL deal of time .1t the· tll"cJrlnq Wdt; !tpt•nt on th1s 

!1$7 i S$UC 

lhl' OCPH (•.;iwn the models are ilOtllYZ<·d :ot• SlSLI'nLlyl and when· 

tt.<: 1!111 r~odel plac"s more distritJuUon Cdbico t!t<~n lh<· bCl'H -

th•·st.: mod<:ls should not be Judged relauvc to ., hypotheuc.,J !1ST 

U.:st that 1-S not.. 1ndlcat.ive o : the modt-l ' s ublllt'l to r~och 

tt..: lt.ao 1 customt!r locations . Hr. P J U: i 11 ""d Nr . ~load do not 

suqqest thaL the BCPH should be reject"d beC<tiJsc· H [ails the MST 
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t.~s · iJy rJ oreule~ margin than th<; HAl Hod .. d . 1'tu.:1 r expel L 

Jl "" '' th .. • :he EICP!'o should bc> rejected because o! the 

v.,r!ous mcth,dotc,~ical problems ~n the BCPM that force it to 

!estun tH1 ~rbttrlry and 1ncfficicnl nelworY. . (Pilkln , Tr . V. lS , 

t l•i. r 

In ·"''>' evt'lll, l1T&T and I"CI nave recently ptov1dcd st.1f1 wtth 

,, 'Jdston o f the Hld Hodel which ensures that the amount o i 

il :;t: i huucn C<>ble placed always meets the MST en ten;, . (Ex . i>tll 

•·:! •• lc IIHT ;,nd !'.Cl do not believe that thls is the most 

1ppropna tc V<.!rs~on for use in this proceedltHJ - :; 1 nc" 1t 1 s 

:tb .y to overstat~ the a:nount o f requited un1\"l'rsc..l se:-\•icc 

supp"'rt. . l t 1s, however, avai lablc for- the C:orr.mlSS l on to uso u1 

cts cvalu~uon o 1 an appropriate USf model 1i the Commission 

Leltevcs that there is a lcqitimatL concern about the application 

o1 the l-IST cntena . 

The 1!1\l Nadel , as any soph>st1cated at.alyllc,11 tool, has 

evo!vcu os expected . Its designers huvc subject"d tht; model to 

·~·,.·rl11Cdt1on test-ing , and l.l hils p~rro:-:;.ed cxcet.!dlaqly welt . 

ioduy ~ :lis the mos t accurate and vcoflablc source 01 

forwar"c!-lookt-ng , total-element , lcn·-;-n . .:.n cost tnforr..atton f or tl 

l Cil I t·xchang~:: network 1n f'lor lela . flCPM a 1 so 

ho~ undergone numerous rev 1 s :.ons. Notwl ths Li.Uilh no the st.· chonnes, 

l'Cl!l·: std I is not <>5 accurate 1n locatliHJ customers and bu1 ldtng 

lltslr tbutton plant 1.0 serve them as the !!AI !1odc.'l . 
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II. I. 
T 11: LOGIC AND STRUCTURE OF Til l: BCPM MODEL 
NU: D£FI:CT1VE AND CROSSLY OVERSTATE COSTS 

As o ,crilH.!d b<'low, Lh e logu; .ond >etructu:c o l llf'o'H J . l 

lll·llll !iot!Vcrt:tl SCltOUS flaws Which C.VCIStd.lC CO!;t!,; ur.~ rcn.-::.e:-

· :.c :-od~1 unt :~ lor u:.e In c<olculdttng urnv.,rs.ol scrvtce :osts . 

fla...::. tnvolvc BC?!~ ' s d: ,ppln•J !lCmc custc:r.,•t ~ ~ tts 

! t: !u:~ t~.o <Jroup LtH• rt•mai nlng cusLom~r~. , .uuJ 1ls tnct li c lt.!flt'Y 111 

h•Odtng how to build plant to reac h cus t ome r s . 

f, , The BCPH lo Incapabl e o f Prov~din11 Untvorsal Sorv~ co Boc:auso 
It Drops Cus t omers At the Preprocoss1n11 Sta11e o f Analysls 

SCP!·: · s ..-~ hod o! allocattn') hl Ll .nq un!tS t 

to..'!iult.s lH :,f,.;~· r.ncrogrtds , c.~nd :;ome ultlmat•· gr11s , r.c~r .. ; 

.:. L•• un ulttmolt: qc1d wtu .ch tS dlloc.alt..•J to hou!lr~q unlt.s , eVt•n 

t. •. r.J ur .. ts .olloc<>lcd to that ul Ll:-•ul• 1: •J . Th~ : d t 1 u! (! l O 

, k ..... ) r.' c r <il:;trlbUtlOil 1.wo Itt tes Wl Ud 11 

! \•hod/Pt~kln , Tr. 16113-1665; ~ t:x. I ''• llJW/ilfP-•1) 

Lht IJI l d, 

B. Tho BCPM Br oake Up NOlQhborhoode £ von Before I t Docidos How 
Bost to Servo Thorn 

) . : l r c ... ., . ., up natural •Jrour lnqs cc t r. t-t s \:V~n 

"' \he critlc.,J 1 i : st step t.oward d!·slynil~<J CSII• to serve 



I • . ' . I •• ,. . abllshc:; qnds """"d '" l• ·• II , ., , <>I 

us:.. :---'rs ·~too !Ltll on di CCe~ent sidC!s uf or. ut"blt:.ur· u 1 l ~ tn~. 

1:. ~un .• lhls precludes BCPM from d~siQIII09 plunl :o !"''"'' tt.t•s;o 

regard for Ctf1ClCOClCS . 

~Xllllq1 r '1 t;r,,phl··~·l Jy dt:monsLr 1U:U huw flt.:i:~ i . t \lo'Ullld !H,,I V(: 

:ci .. · .c:-:sn.p 

Ex. ~· • 1 .r.unn·- 1 1 

Ill ! ll·d ~n (lflf •Jr1rt , <>ll housct&o I J:; HI the qroup m!IJ)ol o.: 

• • •1ued LO IJ ~o1rj J!t CSA WHh .. ~ln• J I ·· • ll t ~: I ~or ~,.r r t•~r . . 
•• : t. . •• ) rt~m 1lf t•·rm1n"l · o t ritr.s,.,. 1..,. Cu II d c~nd d :..1nql•• I I ttm• lit 

01 St.Off·C(h.!t <.able lO carry s l·Jn" Is to .u. j t : O:'l t ~' If ct•r vtt.> 

~~ i!! d 
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·u1 res cxpcn PJ~ excavat1on, cvndul ' t r 1nq, or pole pl,;ccm••h ' 

:··; -·ndl'tQ on thrt type o t structwl(! 

7he ::.dgi.~ tude 0 1 1ncreased costs con ! t-• St•t.:!t t•J' c,;. ~J 1r utt.; 

11" n•un: . .or of co:H iy DLCs pldccd by I!Cl 11 n ., statcwtd•• busts, 

c·lu:>L••r:;. BCl'H pl.lC<'!I 18 , 897 Ol.C:. Sl.••tt•wld!• (o r ~lot tda , over 

1 i . • '·: :.. : r • 

I I.; F><. •·', l'JW/IIFI·I~ . ol 2·JI 

.. y .t 

llol!" huuschol<J, und -- bcc<&USI: 1\CtM tncluJes unocc:upll't1 hou~IO'J 

.: •• t ,;n, ~t.JdillCJlhil 14~ d1g1 1 d 

'• u~..,hvlds . ( ~:ood/l'iLkln , 'rr. 16881 

t·, BCf!{ '"only !>0• uul:zeci. IWoc.><J/ItLbr .. Tc. l•'•ll 

··Y. .._._ - . •,;. : •• :--! •• , 

C. BCPM Further Oroaks Up Customor Croups ln~o P1ecoe That D 
Don 't Make Eff1c1ont Use of Ex1at1nQ Technology 

BC!'ti Curthcr lnlt:r(crcs -'llh tlu ' l t lCH:Ul bf'C\'1WI 0 1 

•9'J hous••hol I· . (Wells, Tr. v. 21. :'~d8- :039: sec !-:><. 1 J , p . 

U(JU12b ; Sttnhr , 7r. 1!>94 Absent ll•l~ .,, 1:11 tal con:;t r.dnt, the 
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.. ppro;.rtat" CS/- might otherwise encompass natural <;roupinqs ot up 

111110 'ol>ll'• h >\d,; , Whl ~h IS t:hl! number th.ol <"'iln h" CIIIClCntly 

served by stngl" 2 . :116 line OLC: t ed by "" OC-J tlbo;!r opllc 

"ystcm w:th " 9U•. tll! rate . (Wood/Pnl:ln, Tr . l b9l-lu9:'; Wood, 

Ex . to :s , tJJ;i -2 , at Jll Whlle the constraint to 999 households per 

r·s;, , 1n <~fld o f ttself , prevents deployment of the efflClent, 

:nl<J" cc~pac1;.y OLC: remote ter:unals that !LECs •lCtual ly have 

.. v.,_l<>blc , the et!l'cl: or these lnc1f1ctenc•es 1s mulllplJed by 

9r1d exco::eds 999 evenly distrlbt;tCld hou:.H:hold:, , t:VCll by " :.>l11q Jc 

household, OCPH divides it .1nto four 11.1eces t"n.tcr..:H;r:.v:; •• t , t:-~t.-:. 

;,•: tr, 1 t s own DLC remote Lerminul .. 1nd ,~xpcn:;J va sublt. ..... ~tJe r 

(Hells , Tr . 2539 1\rr; a resu 1 t, 1: n c:sn cnv ~ ronment 

pli!Ccmcnt s1gnificat>tly affects the BCi~l U!llvcr:,d serv1c-.· tax 

thoJ t flonda consumers must pay , the comllltl<t uon o1 a rbll rary 

gr HJ plucement and CSI\ 1 imitations prom! ses that florid;, 

·c.nsumo.:rs wlll puy for !nstnlidtton ol slqnll>co:'qi' morr• DLC 

rcr otc terminal:.; and excessl ve- subf ~cder , corrtptJred · o tht! amount 

.u uf! 1cienL z·cal world would 

IllS till 1. 

8/ 'l'hc only clrcum.stance undt:r •h lch BCtH w111 not dl,ndc .!nto c.tl 
t~~sl fo~r CSA• in ~hero 1/~ . 1/16, 01 1/6~ uritf~• ~xc~od 400 hou9Jnq 
tmtt ·• by SQ m11t:'ll ll'\iJl t.t1b cntl!"C rcmvlntnq fiOIL.iou uf tht! qr ld hu!'l 
~ · ·!..·· th ... n 400 nou:ung un1ts. 'Soc• •~x. "/) ut. 001Z 'J) t.H .. 'Il.~un!y , Ita.!' 
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0 S::PH Dc:>s>qna Moro Carrior Sorv1ng Aroas Than Necessary to 
s~rvo Cuetomore, Espoc1ally 1n Rural ALoao 

[l 'PM < vcr:;t.,lcs lhc numlll'r o l G;l\, Lhttt.. •• t•'t~l worlrt 

t l : td .• COIISII:"'·••rs bCt.:dUS~ ll lu:uts lhl-. ::i!:.e o : 1tS C$l\S tO 

••rr r >< tltl<ll<>~Y 12, 000 fect by 14 , 000 ~• ·<'t. (Wood/Pltl.tn , Tr . Jvij<• -

lo'IOI Smaller CSAs mean oo::-c CSI\s , thus n•qul nn•1 oddlllonol! 

.-x~ t:~nstve LLC ••qtupment and sub1cc:dt•r 1u•a,d luti ou . 

. . :t·\,·::. ~ tu::l Uw [II . :c:- olP ll'l111lh d watheut dt•t.'lbt 

ccr;pur C<1ble properly ,:;,n be ullli::t•d O.J I lt 19 , 000 !CUl (rom •• 

prOVlSLOn Of l-iVUttCl' t ""f!'t"VtCt~·-;. 

by I~ , 

..... v\u.::~ lO rlortdn COl1SUmcrs, i L .. rs :· r tn· C:o!.:\P ~~. lltd I . u,. , 

lh" csr, . 

rw "" tt I ft''Ul! lU 

t~o•Jce the s1 7c of the serv1n 

1\f'IH ,d(JOlJLttmu tJo not. hove: the Clcx:.b1lily to di~siqn lO tlott.u r .tl 
cltmturtl t.1S an t•nqLn(ter would . 
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Ex. 65 , DJ\1/BFP-8} Thus, rncd1f1cation 

>I ll••· 111111 •Jr .-1 slrJCture trom l/25Lh o f a degree ot J.,L,Ludc 

11,,; l<>nq:tudo> • o a g r1d sttu,·ture set at 10, 000 feet by 18 . 000 

'' • t w~,ut d Juorlh ' t ~• .s1U'Jif• C!if\ , wtlh fl !iiW)l1..• set o r UL.C 

"'lUlP••cnt and :sln9le plaGernent of subfeeder, to ser-ve an area 

almost tw1ce as large (althou9h £his would not cure the effec: o! 

!WPM's a rh1 tr<1 ry loca non ot these qrids w1 thout rcq.Hd for 

.. ct.u,.I customer groupings} . Most unportantly , the qualny ot 

.,., vn··· I • tlo<" r ustom<>rs would conUnue to be h1qh . 

Th .. IJ:;•· <1 i<~I''J<;;r CS/1s is particularly critical to efflCHmt 

:u twot}~ pLuantuq tn rural anws, whi!rt~ households tend to be Ja: 

.,part . Jn a high density urban area, tho number of household5 in 

, 1? , 000 loot by 14 , 000 foot gr1d easily may exceed the capacity 

.,.ven t~-n m.os · er!1c1ent DI..C rer.:o:.e · urm.r~~t! so that Ot.C 

1t- , •• t 'y, tdlhl!r than SE!r-ving area slzc, ch•Lt.:nnLne!:i e tfl C Jency . 

H '~'i·'-· · ~: ~ 111 : ur~tl cireas, where costs .. 1lredoy ti.._.n~.t ' "" be high, 

(,,•Jure to JCC'•Jp households as much .Js posslblr us111g the 

et tJCIC!lClcs o l l.arqc servtnq areas means deployment of separate 

!JL( ••·mote te"ounals and subfeeder placement to ~ervc muluple 

irc1~p:-; J t v11ry smrdl nu:nbf'rs of houst:holds . l·.n et f 1c1ent 

t"l11l11l••": ..:nt.;!C q:cup lhis demand .ruther th"tn. ~~! ~ :--P ~..·quq~rr •• •nt 

lly desJ qni ng a nc twork with mouy '""' •· CSAs thoJn 
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requ:.: •.:c ilCP' : creHes dd leu lousl y hi<Jla cos u. wid~~~ wJI I coml• 

LJch ot tne BCPM stroJctural deflclcnclcs dl cussert above 

results from B<..P~1 ' s failure to Slmulate CE!dl-worlrl eng1neering 

"ttlCl"ncH:S succoss fu lly . This is not surpnstng since nonE! o: 

th£' !!.t:C w1 tnesses who testified 1n thlS proce·•d 1119 possess 

"."'"' L•nqwecrinq experience suft1.r:1en t to dcs•n' a telephone 

:.etwor~ . and none testified to t he quall!icallons 0 1 uny other 

tndtvldual with input 1nto the model development process . 

Bt:cau:;c "Jl lhree of the modellng def l ctencles d~scrlbed above 

liHw..:••;.:..: trlly Jnflate costs aL the e xpense ..,f Fh.: .. da ccasurnt!rs , 

· hts Commtssion should reJec t BCPM . 

COI'ICLUSION 

r€!<;<~cS~ Lhut the Comm.Lsslon adopt the !!id •:ode! und IlS 

aS5•~cl,lto.'d 1npuls for dctennin•Lion of the req1 tred un1 versa! 

sen·1ce support 1n Florid;,. 

cust0%'1\crs , cnq1neers a quality tletwott~ ltlt: wa1 " lt.:dl-Wl.Hld 

-.•nt;lnt•cr wQu!d , and uses statc-spccl :_ tc ltutiJl' r t.h • .tn ~t.mtpao y-

rpocrf•cl inputs cepresentat1ve of the costs ar1 DlfiCienL ca r rler 

'J/ Ex . ~5 , c:tt OJW/BJ P .. lO is ~ g raphic depiction o J the way in ~hlch 
l!C"f'r·i 3 . J cur-rc.!nlly deslgn!l a carrier :tcrv1rtq utOoJ , .l1J ,, ··omp.tr-1.5 r 

thts upprouch w~t.h a more effl.C.i(!nl dc:~aqn . ( Wo d/Pllki.n , Tr . 
:, ,tt-1'100) 
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111 oddllton, IIAI !> . Oa pcrmtLS calc.:ulatto11 ol untvursol 

scrv1c" ~ost: and UN£ costs on a consistent bas1s . ThlS 

cor.:dstency is" critical 1! local markets 1n florida are to be 

:nisdt: comp,JLLt!'.~P in a manner that provide:s no L<:l,.communlcations 

·a~rtrr an unra1r ~dv~nLage . 

I SSUE 3: Ft.H lJU tpo;;c:J or Uctermllllllq Utt.! Cu!;l o t h..J!oiC )UCt-d 
Ldecommunicallons service appropriate lo: I:~L ... bl t:;hlng a 
pt!rm.,nent universal scrv1ce mechan1s ,, should t:h~ tOtdl forwarc!
Jooklng cost 01 bas1c local telccommunlcauons serv1ce pursuunl 
Lo Seclion JG4.025(~) (b) , Florida StatuLes, be determined by o 
r.ost proxy model on a hasis smaller than a •are center? l( so, 
on what basts should IL be detcrmlned? 

i1T~T, HCI, \·lu:ldt:om: 
· · The tOlii.l -forward-lookt ng cost of untvcrst.d sc:."Jlce sh0uL.i 1-o 
dclerm1ned on f'l w1re- center baSI S. Howc•.·e: 1 th· · ptuct·~;s to 
dt!l•:!rm1nc subsJdy requ1rement.s Ln a permanent UJ11Vt!rsal :.Jcrvlcc 
mechan1sm should use costs aggregated at the same level that 
unbundled ncLworlo: clement ( " UNE") costs ate o tl.:-r,..d. • • 

Thr LOl<tl forward-looktnq cost of uruversdl cust "hot:l<l "'' 

d~tc-rmtn~d on,.. '""ire cenLe.r basis . ·rht: JtAf mod~:-1 rdr-••.-u!y p:ovldt.·S 

lev"! . ThL ls conststent Wlth LlH· f'CC' :.' :B>qut:.•Jrncut UhJt auy 

I'Sr .• ,1st s tudy or model used w calculate the turwllrd-lnol:utq 

-..-cono~tc C0!1Ls of providing unlvcrsal scrvlc.-<· 1n rurttl. 1nsuLH· 

.u,d higL cost dreas must dcaverago support c:alcu~attc'n at least 

, r,~ tbro 'o~'1 P· center level. (Guepl! , Tr. €.B8l 
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l SSUL 4; ru.- I Utposcs or dctcrmtrll llg til" .:usl OJ b.,:;1c lvcill 
t<!!cc;<..,.mur.,ca t:l ~ns serv1cc appropriate (o r establlshlng a 
~er~anc1t un• versal serv1cc mechan~sm, f 01 each o f the to llowlng 
cutcgorh :. whn input Vdlues to the cos t proxy model 1dent:!led 
"' · :ssue • are appropdate f o r each F"l o nda L.E:C? Ia) Deprcc tauon 
r.;Les ; (b, .:osL o f money; lc) Tax rates ; (dl Suppor ling 
structures; (r) Structure sharing factors ; (fl Fl II fdcLot~; (g) 
Nallholes ; l hl Fluor cable costs; (1) ~"'<>ppur 'dble costs ; (J) 
Props ; l ~l Nutwo n: interface dt•vlces ; (ll Ou t sic.l •• plan1 mix; 
fml D1g1tal loop earner costs ; lnl Te!!,!Hiol costs to Sw1tch1nq 

~~. and assoc1ated vanables; lpl Trill f · ' .:.ot,, ; lql S 1gnalinq 
,·r··ru Pl!Jl!~ ; Cr J Tr.-tu:;JHU I :-;y:n_ , .rn cu·;l: .ahtl . ~ ~'!tfHI ,•t• ·tJ 

.,.,,,ubl·· :; ; (<;) !::xpcnsc:; ; u nd Ill ~ther rnpuLs . 

ATr.T ,HCI and No rldCom : 
• · Ttu; appropClatc .1.nput valuf!s to c .. lcul;.te thf' cost o f 

ur.tv1.o :sul se rv ice are set forth those :;e· ! o:-U !a thu HAl !. . Oo 
m~clt'l "" rcv1scd on October 6 , 1996 . The"" lnput.:; oHl' e ft! caent. 
t o rwi>rd lool:tng vnd florida spcclflc . 11u r" :>f'<'cl ll c lnfurrn .• uou 
t or CisCli SUblSSUC lS found below. •• 

1'ht.~ !:.•.!ll.!c:l ton o f a cost model W\th the •J>ptnprtulo lug1c is 

"- :. ly the 1 tr~L hulf o ! the task t;(<for•· Lll1 s Commission . 

~·· ·-"·t ton of the appropriate inputs has d prQtound cflect on tno 

c!'"t tmatl on o i Lhe costs o f ursJversal :~ ~or vscc . 

lllltf!uSOnable Or lr!CffiCICnt InpUtS Wlll CaUS.., L),, costs ot 

.: .v•·r' al .::tP t'Jl CC to be ov~rsLolPd o r llhtl f~ J ~ t .l lt•d . 

The lLECs ' Ctltl ctsms o f 

U1ut the HJd Hodel UOC3 not qcncrut{! COS L!I I h,>l. WI II olllOW thO 

,. .. ,.,.nu•·!l tor •he ILE:Cs . These crttlcl,;m~ s hould c .. rry lillie 

>:cJq!.•, und the Comm1ssion s hould udopt the llfd !> . u,, H ipHts . 

J 2 



I. 

Til E HAI 5 .0<1 JN,..u·r s REPRESENT FORWARD- LOOKI NG COSTS OF PROVI DING 
'JNIV£RSAL SERVICE IN FLOR IDA 

Tlo" •HifliJl • I <il l Y mudeJ LS d function of b<Jlh the lc>glc o1 

1 th .. • m :1••• ,,nd tnt fll ~ Inputs . 

llw 111\1 Moue! with nurnvt<JU:.. uucuments and 

t~Si.ltroODy. :'he rationale and sout ccs for r.he:ie 1nputs arc 

Jocumcnt"'ll 111 the 165 page HAl Inputs Portfolto . (Wood , ~:x. 43. 

.At tdCfzt:lt;tt' OJ';<,'- 3) Thts is tn st.trl: contrclst It, lt11· UCI'M tn!Juls 

tll,.t ,.,,_ ~u; ported solely by the ILECs ' rnutunlly cot•trildlctorv 

ansertloH. thrll t·uch t~lteut..ly 13 au eC!tcll.ml p t uVH.Ier 111 a 

cut:'pcttllvc cnvLronment . 10/ 

Ec~ch tey Input to the HAl !~odel 1s specific to llcllSouth ' s . 

S;rtnt ' s r GTE ' s F'lorida operating ter-rJ tory, although not 

tH:cess .. r 11 y to the J I.ECs ' ex1 stl ng ernbedood networks and 

fJ"t.JltoH! !H Flor1da . Each HAl Input reptt!sents the costs and 

.. oud 1 t ton:- ,,n c r 1 u..: tt:nl competitor ent~r inq th•..! loc.d 1•.xchuuq~ 

:our, ... · .n t lo:-- d.• ~·.::.uld e xperience. I U I Some 

'1• ·hnrJhHJ1Cdl d 1tu, that are absolutely c::~scntlill to tht.! cxezcise 

,r J• ct.'J•~ oto'l pu!Jltcly oVOlliJble. (Wood, Tr . 7u5-'16b; Ex . 43 , 

J.::·.-- j 1 

!orw.;rd-loo~tna u><pense factors , fucility sharing !actors , dnd 

ut1J L'allun r"t~:s , reflect the consJdered Judgment:; and Uw 

)IJ/ Trwrl· 1!1 riiJ bCir1 .tuput:s port!olio. 
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u l -'lth over I SC' yl.'ar:; ("O) l<.'Cl lV~ 

(Well:,. , Tr . 7669) These sa:nc e xperts ca refully 

HI\ Model ~nputs ustng puo 1 1 ·I y •Vull<tblc 

.r~:or~at1on fr( ~ ppltcr ~ources th~t arc fully aVdlldbl• an 

(Wells , Tr . ~-117 - .. ;t<<t 

Jt.• • .:.: ... ~-l · l,Il t-•ttJ ~J·tl•••lll ,,. I Uoll Jy 

1\'.oSL.blo. l<.>1 us•• In f'looda today. ( ~lood , Tr. "171 ; sec also 

• .. , i .. s , -. .. . All !actllllf ami l'qu1pnent prsc••, u~•·d .. s 

u.pul;;t to the fl'lt.)dt-1 c..1re based on dl:..count<'d , ruth"r ;.h.an !-:.st. , 

p ; d , Tr. 7'71) 

Q; ... c><pert wllo valtdated and supr. rtcct the ru;: ~ .11.!1 :l.puts 

IOCt'edl !lCJ . 1 ndt.!f•d , ilS cl :'C.;l\.1 ll V~.Jf1.0U3 

·ros:..-cx<~mtnecl <~Ll but one o! t.hfJ lUll Model 5.0<> nul~l<lo plant 

•·nu:r.•··~rs . /,11 ol the HAl ModeL ex1ert ha·1• h·•·n math >.uc.wn t o 

·:~ ::...ECs o:.1 ' h•• C t"';'t\lSSlOn . 11 / 

:.r •• :. 1~ •• :-.p•:. 

!,,. cr..vetsul s .. rvt, o procecdtnq:s. 

11 TtJ.S J.!i tl1 .t lti onltdst t ' ht.· •·vi•J•·uu· 1 rovukd lJy t.h• ll.t:c~ . 
...-:u. 11 1 ely ht'c.l'Jily oli lhl! opinion~ o f urm .• rr.ud , dUd tn nc uay c·u:;,,~, 
mt:r. :Jn, (_·n~ploy,·oc.:. wt1•:J wo r% Wlthl.n thu1.1 ... rqani::dl!.O:l!:l , ;. : UJJOI1 \.h•· 
1 1 U.JJ1ll ct <~n t' 1/ot•n lt~Stl 1<1ent.1C1ablc body o( tndivJdu •. Jl~ J 1"JponS.itJlj• 
! r t L·· d~·~-" .. ICJAn ut '·Jt BCPH default value~. 

l •l 



II. 
BE!.LSOUT'I' S ::RITl CISMS OF THE HAl 5. OA INPUTS ,\RE UNFOUNDED 

B•"llSoul.h :; e. tack on the HAI Model inputs pomad !y ts 

llml 'ed t o d sing.e prese:ltation or "expert" Wllr•CSSCS trom the 

Gec. rgcto wn Consulong Cr oup ("GCG" ) . GCG claims ·· !ndt:>pc:1dNll.ly" 

tc h ,v., developed leas t cost , mos t eff1ctcr>L Input:. Lh,ll should 

:1e1 1 C tlw COmmiSSion should adop t Uu: IIIII Hu cJ,•l f t> l the 

hc l lSoutn l.crrttory 1n flonda. In offenng then optnton, GCG 

.:ttrH,,M.:$ rend'!r unfounded, but condescemllng and derogatory 

~SSt!S!>mt~nts o f t.hc fit\! inputs and the HAl eru; tncoer 1no team Lhut 

dev~lopcd r hosP ir1purs. 

U.e "• ~:< pert optnio n"' o 1 tht; HAl cng1neer-1n(_J lt .. h tm , wh h.:h :;uppor ls 

::;:o:n.c o f tt-.r.! HAl Hodel tnputs , 1s lniidt,qt.d.t.c \..'!.Lhoul "wo rkpapcH·s 

iJ tld .:;ou rces assoc1ated thercw1th." tEl<. 9!> , GCG-J i lt fo 5 (lOJ, 

GCG-!> <•L J - 5 § t?l (8) , GCG-7 at 2 § t ?l (4) , GCG - 8 at 2-; 5 

( :' ) l7) , GCG- 9 at ;> § ( 2) ( 4 I , GCC- I 0 at ? !; f 7 (' l , Gt;G- l I ,, t •l ~; 

llJ (3-1 01 , GCG- 12 ul 2-3 !) 11 -2) (4-t>) J 

ClOSt! scrut .ny o f GCG testjmony dcm a:d rdle~• · ho\o.'I.!V\!r , thul 

1 ts Wltnesses arc cnttcely unqualJ.fied to re nder such op1n1ons 

<ond , t n any event , Its r ecommended alte~na~ t VC3 to the ill\! Inputs 

<.~11· Slmpl y surroq.,Lcs fo r UellSouth ' :; "mbcddcd, actuuL company-

~ ! o;Cltlc Input v • .tucs . Their en.ploymcnl hy llnlJSouLl• p.atent!y is 

l :ltcndcd to o ffer the Com.mlssLon it cc:nf o rttnc; Sells" o f 
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7h·· "'"Jon ty t the >nputs GCG "dcv,lops" tor the Hid !~"d• 1 

(£x. 95, GCG-3 n; n .. nd Oropl • ..;cG-~ 

T!!~ llt~l wd Spllc<•l. GCG-5 (Dlstnbullun lnvcstm•!:.ll. GCG-t and 

1 ru.··.u, If,, ••tu••ut .u1d !;tt,t t tnt; r'tdt"l:nu:l , tcspc(.:..tvcly) , GCG-10 

• fl cr ilr•d F1bcr Sn~ng Factors I , and GCG-11 (UlcJH•d Loop 

y,.t , non•: ot the three GCG panellsts ever " r•.• J as 

u:..s .. d£- pl..tnt cnC)lnt•crs, even Br . Newton , lhc only p,,ucl l H wtth 

I 1 • .) Ex . Q' • l' .1nli Dl 

'·':···~··:. the analysis pufo:r.Pl by GCG :equ.:"d 

,,:, ~·t•· l J'.! ot h ,. •• tt!lcpnone comp&.iny ,...,r .• ,rht :;houlJ purchase 

. . . . 

Yet , aqa1n, nonr f ·~·•' .;:;<;G p,Jnf'llStS 

CF.x. 95 , Aoperuhc•· h , r ~tnd 

·~. 

~: .• • I!! 'l•c th:o•c GCG panelists do lndcpcnclo.:a•ly lhotl IS 

N~ t fmh .. b , ll tur US 

I bulld~r.g a nt'lw:.r~ , and upon 11r. llf:wton 

• "l •. ·. ·t.• e'lJ·l"•!lot and tcchuologlt· . It Is 110 surpr IS<' 

t., r• ro•, t t.u' UJ•' G,...G-recommendec.J ll/\J snput values dtt• uolhtnq 

IncH • th<>n n•pllc,olooll:l of llcllSouth ' o embodded cost dtll.J. GCG 
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s1mply wns tn ~o posttion to questton the Information it received 

rrom 1ts clte~t o r t> develop Independent data . 

: :-d•.!ed. tht V' ry p(ocess followed by GCG t t\ It~ ~·,ld y:;.1 n ._._, •~· 

ll.ow .. d · •IIU pro.:JU<.llCt!O ~ll tavor or Bell South from che ou:set . ;,s 

Stated 1n th~1.r ~ebut tal test tmony , the lii'Ci WIIIJt·:·W•· :l hJttnl1 1 1cd 

• • 11. 11 1 v.• u:....,, .rtlju> LitiJle inputs , mad ... a judgement on wr.et:her 

ti•<!Y met the stand!lrc:J of being "reflective of the t~rritory and 

: on<ard lool:.ng", <Jnd 1! they did not meet that standard, the 

'-<.trress,.,· "lo!'hioned" their own values. (GCG, Tr . 2913J However , 

111 lPt.+·rmlntn\1 whetht!r cln HAl 11\PUl ml!l lhl'li SlJIIdutd , GCG 

.:., .. ::urc! llw HAl input values dgalnst the historic.: ,wd embedded 

,!,t.o o! !ltdlSouth rather thon attempting t o determine the 

.. (on-.·ar-! !OOlOnq economic costs of an e~ !'i c.ent provider" . (GCG .. 

!1orowvcr , the group that supplted th>s data to GCG ts 

: : lt.•· hCf :·~. Sltjnl fiCclrltl:,•, GCG had b<•e11 9lVE'I1 IJCf'!~ lnpul 

ihc <;ontentlon ttra t GCG conduct":.! or. .. ! :.depe~=P:l · 

;.~ c xr !,,u,ed by l~r . Hadan , GCG obtal ned what He . Had an 

""""''d " ra"' uata" from BellSouth, whi c h CCG th<m lttll•d to tlw 

Cilt!,qO I io•:; O[ lnpULS U!lCd i n the HI\! 110dt!l . GCG nevct lool:erl 

ccyon<t ueJ !Sot:th tor evldonce of 1e<>st cost, most ell>cJenl !npull 

··,Ju... lor th•• !lTd Hodel. GCG simply of(crcd the foctle 

) 7 



• ,., l<JuullOt, U"1:. .t!l t 1Sk was only to 1denl1ty .lnputs :;pcctftc to 

u •• !1ell~outh r pr r !tory o~ Florlda, Jnd Uu.:::C' was only vnt• source 

lo•IISOulh 

··r~.·n:i'· 

·: J!~,:; •.,.;:.tr. or.'j bott.crsor.:.e informal10n 0 1 ot!.a:r ccr:;.>-trtt••s ' lo ...... ·t 

costs or ryrcalcr ef ! 1clencies . 

As stilr l: l'VI h•ncc that CCG merely plu(JCJ<lO b"liSouLh numbers 

Vrt.. •-

. .. 
·' 

.;uch 

rll y ·nmp ltP lht~ '' tdW 

a·co-""·cnocd tnpul v.llucs were tdenttcal to the !lellsc tth :.u>·rl:cd 

. r. o :_ B•.: ..... Jtt, •s dc.atu • • 5 : .... 

t tw lt'HSl. C:O!)l , n\O$l t•t fiClcnt 111pllt '.' 11 J~' !•Jr dfi ••ff Jl if•r1t 1 .irrn 

I ~~o:;t lntcre~l1h1ly, C'..CG v.ocih.:rou:~l 1 c : .t ~ . .. , !. q,,. Hfd I-! h: 
r 4•;-rplc,.:,·ln') ' 'r1tt lonul .. de!uult. value-. r.tttwr q, .• n •.:.t l.lf'!l 1 He: t 1 

the Bel.!$ \Jth ~ urr1lory 1n f lorld.t. \G<:<. , 1':. '>, 1 't·~t•-.u•~OJ A~ 
;,ttdCtuncnt c !ltl .w:t , lllbor o! S-10 . 80/hOUl lo! rl H.1:1d t~, tl tu.dly ttH· 
~lolrlL vdlue: used tn t\ll Dcll!Jouth Ul.Jl09 ottot.'l th.tu K··nt U• ~i' · CCCi ' :J 
"f''~l lSouth/l-.Jo rtdu ~p«C::l.Clc "' lab-or r.Jl.(• 1n IdCl 1.3 cJ ''r,~'Jli')Thd " labor 
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th•· c .l ... cuve )u<Jc;::H:nt o( t he team . GCG ' s tcsllr:- t1y, h wevt.·!" , 

:.• llr•S vtrtuully 110 suppor t f or ""Y of f Ls r<:comtnt·nll<· i '.nput:;, 

IHI 1 • n r tture 

I 1• : • . L .. A .. i·i 0 : t. 

£Xh1b1t 95 En tiro GCG "Support" Cor RocorTrnGndr -:1 Input 

Valuo 

-
. •' . GCG- ' • "Ttu• n' r ldu-spccl t: , 1 :""·~ uS~OC 1 .s lt!d ...: • ;r;-

' . I t14 • anstollatlC:t• I t.l ,,. r••s:~"h!ntt .: oJ:1•J 
t,~ . ~lOt!:, :no 15 J' IT' 1 hUtf•:. . " 

t- X • J~ . GCG- J , "Ttw f'londa speclt 1c l!ITII' u::i!:ifJCl•-s' ,. i "'lth 
) 1. tti\VP} is 72 minute!i <1nd !s <11vldcd •·qu ~I I y 

b1 lW<:Ort the 1nswllallon ol th•· drop ,, nrl till" 
.iU!.Ltd ldllOn of t h(• rH 1• . " 

h. '!" t GrG-J , "Tt,p Flor td<~-S!'..,CI t t.; fJt 1 ceo ! or I h•' 
( ' r,• .... tent.tal and b!;s: r ... ss ;:.r ~~+Cl!Lfo hl ,, th-. 

! I IS $8. I 0." 

t )( . '1!, ' GCG- 5-, "Tht• flST-Flo~:;.f!~ Vd l ut·s 1 or lh<: ~:~v~·str.1f•nt 
Jl • • rt•qu! red for out.dc Jr ~~~ 1 s (Fl- ,p • ,;ere 

dctcnnlncd !rom SIJ"< I I • C t h:J rJ r f· ;; t1lfl(J 
quot~s associ a Led wl tt, lh1!1 l flVI:!it m•.tr.l . " 
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t .• •• . GCC" .... . 

' 1 . 

.. v 'l'>. GCG-P~ 

• -

t X • 'J!) , GCC-

• ll ' 

'"· t' ~ ; GCG-
II. ' l < 

I' •· S i l 

• lr.torr.llltlon ava1lal..olv or. • • i~ST-Fi.or ~c!.•-
pcciflc bas1s hd •. L~·-.·n devc 1 OJl\•d ,, ud 
ndicates that , 011 •• compos1tc b.,:; is . 

mdc rqround excavation .. nd n"?storut 1.on cost 
i'CH foot (El- t 97 and 191l J ls $ 1i . 7q , 
Srmil • .~rly, the BST-t'lorldil composJ t.•~ Vd 1 Ul~ o! 
burtcd .:xcavalion und rcslo: 1t1on I t • : toot 
IB-19'1'.1 and B-:>OOJ 1 !i ~1.U'L '' 

"The f:-act1 on:; or .l4'rl.)l ,. bur \f.''-1 .,nrl 
Uhd"·r·}round cabh• ' • I JlSt:-tb~,.;.t! n ..... bt .. -
:. I t l•"lUl•' IB- t1 J h.t .~ I 'I II : lh 1\t l L:' 'L.t h-
t l t 1 t.l.a loop Sd») I•• lt•t f•Hll•fiJit•d \ o r••ll •·•·l 
;..,rwurd-looY.tng t~chnoloqy lilld " : • ..:o r c lwd 
node app~oacn are as !olloi.S: 

"The BST-specl f1c do Li:t f 01 coppc' r I t•PU\• t 

''llll %.Ot.lOn ~or the Sl.tat•· ot rl ond" 
~hdl.":"iatfu' thut t ' • • : o- ! • 0 rcpp,.r pal r"' 
•• v •• t toble ur< •tSS 1 fJI\Pd .. ,. ! cent li1Ut lC 
n•t lc l t't!d!> '"''t 1·· t'IHJllt•'•'t lfiCl •Jtlldt•llllt'S 

~ IIUJ torwa:d. . 
"rot hlgh densll y l Jl.•. 1~1 :_~:;ptJH) • th·· 
follow1nq maLerial COht. h,, 'lt..'" hf!ell lhldlht! J: 

.. The cost of Ll? c.obiJH!t 1!. $21 , "~~~-.. The cost of lhe hurd wl r(o Jlod u~~· conmon 
cqu1pmont at the rt!motc t.ftrml Oi1 l IS ~!. , &&0. . .. . . 

,, t•• rtt,ll•l:.t 

:: ..,.,,t·r •• lii rr· . ' • t P! oT 1r1 Jl\'( 

I t ... 

!r. contr-ast, the source tor the fV,I Ho !c! u~pu's !:1 rc,.lhly 

• l•-·htlilcl1, zutt~•!ly the HAl Englneer!l.•l 'Tf'o.tm , t1r.!"' d~scr.p'. r. o f 

Lh•· dPvelopmenl o( lhe value:~ also Is prov~<iPd Jn lh•· llntfrP!rJ 
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ltliHLS ~Oll..i :> i.o . ( ~lood , Ex . 43 , DJW-3) UnlU:~ GCG, which 

i t"11nud t:: r w data fron\ unldentitied :>OUt&.:\!S wtlltla Hell$l.' Ulh, 

r,ToT ldentl . h!d the <>U~hors of ltS 1 nput values , made those 

csutr.ors ciVdllablC! for p r e-hearln<J deposltlons, and one ot the::\ 

dPi><"••rcd as " wt~ness ln thts pr oceed ing t o be crosJ-cxaminco . 

:: llf.!llSouch wltness appeared at rhe hearin<J who could testify as 

.tf1 rtr ltlU1.d dULiltn of the data . Lhu:; !JIIh•ltl1r1q Bt•ll~;uuth , und 

tndt:ect.ly c;cc; , frorn any meanlnqtul scru tLny . /\!so unllke GC.~ . 

non•• o l whos~: members ever worked as an outs Jde pl<mt enc;pnccr . 

' lt•• !!A! E:ngtllc'l'rlng Tea~:~ had over 160 col!ccu ve y .. ars o ! <>ulsl <le 

! .-..Jt ': ~;ng1 nee:. ing e x pe r i cnce . 

t t,_. red .;-,n 1npur vu lue based upon 1t.s " ~xp~rt op1n1 on , ·· lL 

·a r: ..... ! t.hu Wt:lqht of v ver 180 Y· ar ::. of expe :- 1~ ncu tn cont. :-a s~ to 

· ··;, ~>·hos t.: pancltsls who had no such expr-r 1•·r"~'' . 

In s ho rt. , BellSoulh ' s '"HA. l " ~· itnc:;sr•:.; , lht: t;t•(; pdllt·l, tJ fter 

11c ..: rCJdllHc evidence supporting iL:; ass.:.ru on ll1ilt. 1L:J 1!/11 :~c·d••l 

U1put. volues reprasent the values (Jf u lr:.Jo;r ccs!-' , most '.!ff:. t!'i f•IJt.. 

f r ·:.der of t<.•l epl1o ne serv1ce tn flonda . 

Ho>llSout h ' s CtlllC:tsms o f th'' 1!/d Monl' l ' s tnpuu; t~re 

r.l.:.:.ry t o the fundament:al Intent uf 'ht s procecdHIIJ l 

Llet<:rml rw the !orward-lookl!><J et ft <: lclll ' >Sl! <> I 

z.to ruovec , 

P·hnttdl Wllnesscs was nol on clnalysis at all , hut merely a 

r-,, • ... ,idOlCQ} e xercise that adds 11 ttlc , .;f cu1y1..n:nq , to t ill s 

,. ;mn.:>.slon ' s dcltherdtlons reqardinq thr· upproprlot" model for 
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•• t trna• ten o : LOl.Versa1 scrvtct"' r,.,sts . F-ccorduqly, 

:r::n& ' :.r. !<! tC)('Ct Bcll,;oulh ' :r crll H'J:,Jn!, ol I h.- 111\1 X l••l 

I 1 I. 
BCPM INPUTS AR£ FATALLY Fl.J\Wt:D 

"l'h• • ll.f:c .:us t :; Ludl cs unabashedly u.;c comp.my-~ JW<l I 1 c • 

r~ocj-loo Y. lng provider would tncur . 

!lc!!South ' s BCPl~ 3 . 1 tnputs, for cx .. o:plc , rcllect costs 

·t.! I•• 1 t rom tt.c bool::; of r ecord .. nd c •ntr.o ·ts '''ller· ··l wto l>y 

~ oo.l J proc<:cd . ICaldwcl J. Tt • 21 I 0 , 

~~: unlvt.--rsul service. SprinL .d:.o uses curnpauy-spt.•C"1tl c 

CDtc•.•r on, Tr. 

Ltke t.he others, :;Tf:f'l ,;1 

l.otli .,. lll<' source o f its i nputs . (Tuce~; , Tr. 7.2.ii-/?34; t:x . 7(}, 

•• l 1 ' ) 

42 



lmportont.y, nvtw ot ll.c· li.EC:. 111 thl:· 

pf('l~, .. t' .. dl.q hu\·c provtdc-d a spccll.JC JU:H.Jl.J.;\Jtlon to :,;uppOit u 

! "''II "'l tt" L P'" ucul <tr •;ompany-speclllc 1 nput:; an· oppt opr&dtc 

lO l!.'a:Jt-cost v .;lues an C'!tictt•nt co~pr-t ttor , 

; • rLJ:.. .. ::; .. n r:or .Ua , could achu .. •:e .. :as:.e ... !, .. 'l•.! lLECs r.._.ly o:. 

-..Uttflc ou; r v••n ~s~crtton : :.he lLf.Cs ore !urQ•·, ~ttt lt•nt 

II V.d••l. 

l'U tJ~L f •·~ O I •1 10 1\•Mid-

l:111g opcratln<J practices. af,ce , C:.'J.:. • C,tldwcll, Tr . ~131-

I J• ; S••.unon , Tr . 13~8) 

ln II.EC tnput . '. !f'o•·. ! 

!. t! 1<•d 'N'lth ... US, 1 fy1U 1f lhetr resrwt::..J\'t' 1fi£1U1.:i , 111 f!t.IH'{ ' t; f' 

210 n t huv~ t•Vl'ta sccond-l,and ~nuwlt_•dtJt' CJ l UIL' lhl!.t s llf'J( 1Jl ¥.'hiL'h 

unrhtmcd pt"'t .• onnel for-mu.ul t.· i thl· .. t ::;~,1111•• ' t!ti'U' _. . 

;o.:t. r.al knowlcdJ• nly o! r::~tc: 1,,1 prtc.-.s ~o r ct.,.·,,! ~c.; ,p 

JP:.~ul · v.tltH!'' u .... ! . 

'7:- . 21..;tt-?14fl) t:onl'~ ot th o_·~(' 14-'f.tult •• !,..,'8 !+' r•ompo~tt I LO drty 

H•·ll!iout r. ' :. 

l••:,.ults . tCald"'' II. Tr. 21':01 !'o: .. x .. t>plc , !le .• .,)utt. ' s .:.put 

'Jdlue !or a 4200 P·•1r SAl .lS J "':. t1mt• :s tuqher • t,.u1 flu• 1t..·lt.tUll.. 

•• t •• It GTEFI. <>d•;pL<:tl Hl Flor1dd und mort• tlout 1 " llr.•·u hl•Jho•l 



~nun sr llnl ' s . IC.dowelt, Tr . 2 14 6) Be !!South' :; condu ll I npu~ 

,._,_. ~ m'-'" Lh·•l of Sprtnt and l '< ttmes lllgh••r U1an en:· s . 

1 •• . . 
tnovlu-·d ~.pc· f· ..: Jusuticallon for fltJ!l~outh ' :; ass<'rlton thill 

1 ~" proposed ! nl-'uLs w<.:re 1 n fact r c prcsenl<•ll ve of Lho,;c ,,n 

C tf~clcnt compuny oper ating in a compeduv~: marl:ct would 

i 1Ch1 eve . 

tlone o ! Lh<> ll.ECS availed tl.~mselves of tnformatl on that 

-· •-l<i h""" assisted 1n the 1denn flcatt on o f etUctent cos ts. 

f\;_llSouLh w! Lncs:; M:; . ' h .11 ' ln 

fon:-.ul,,t!ng her 1nput values , she conta c: ···d nelthL'r outside 

v~ndors for current pdce quotes/bids nor cc-"lsidered ony 

tncludtng that of .tr.e.t ll.E:Cs, 

..- : t.t··mt untversal servtce costs. <Sec also ·~ucek . Tr . 22<•1-

'' \ I ) Simll.•rly, Sprint witness !hcY. erson t"st. l ted that he dtd 

not compare any o! hts propos<!d Inputs lu fl• · ll~;mu h ' :; (llld:t•r 5Pn, 

Tr . 2rl!.l) , <ll though clearly, If Bel !South nr cn;n. w~re abl<! t o 

oaChlc•.rc more cf t tctt:nt costs ln l hci r own Flo:-tdu Lert tlo:y, they 

\.~, rlal!dy woulu b•! CJbl~ to achleve rt.t.:s\: costs Ul Gprlnl ' s 

t!a11t, f"''}ad LCv~:r the1r proposed cos ts , Ltu.!S~ co~ts ore lcust cost 

••-<1 most efllcicnt 1 f the !LE:Cs acLually ho~v•• tucurrecJ them. 

There acto sev~ral spec! ftc problPms wt th thE: cost model 

:aput:, propo:;n(i by tht' lt.Ecs : 



A. ~~tor>~ l Co sts Are Exc essiVQ 

belL JU' h' 

th..:sr; cost:s uVuLltJble 1n the rr.o .. Y.et , lt1 .. BCPH .J'o;!tault prices 

th·r 'v"'o lto:n JLEC data , the cst1-llatcs of th<.· Htd ' . Oit cngtncertnt.; 

r h:a!"'1 und those o t Spr tnt . l ~lelJs . F.x. Si l B~llSout~ · ; ~a:er.al 

!lfl<:e:; should not be vastly out ol line wHh thus•· olht• J ~·<trrlcl!l 

~a<· tut:~lly rr-1 lcct.. the- tuclus1on. of the s.:-1mc L'O:Jl~ ur- s h•• j:; wrOhi J 

•S the 1nput valu'! rcqUHCS lncludcd 

:r ... pproprtatc costs 1n the uput valm:. Elther way. th1S 

''"'' • lj' out o! ln1e and unreasonable. JJ/ 

L< th prov1de pnccs f o r 4200 poir. 24 qaug•· undcrqround copper 

Cdf>lt: (as well as 3000 and 3600 pair) even thc.uc;h llu~ cable do••s 

'' · c xt s l, and , if it d1d, could not be..: U!icd for 1ts i ntcnd•_•J 

! urpos~: tcondult placement) beCdUSe 1l 1s too bl<J . 

;·, . 2369 1300(), 3GOO, and 4200 P<~tr 2-l-g~u'J" urv..!••rrnnund c.:.blr> 

lh•t mli1Uf.octuredl ; \•lells, Tr . 250'1) 

~,.· u.d noL explo1n how the BCP!-! 

,..:!!lClCOt. dChlevable, qua I lty n~tworlo: Wllh 

1 'I !l :lhO\Jid oe noted &.holt labor co~ts fot H\Stallutton ' condult 
•H •• •.: •• ptUrt:d ln .:t wholly separate .. nput., ''pluctm•:nt · ·~t:~. " 
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tcdtno lo<,pes - - could achteve thes<o ob)ecll ves tJy mode ltng cables 

•hal slrr.,>ly don ' t exist. (Otckerson, Tr. 2369-7370) 

Fl'tnll\'• us llOL•'rl c<bovc , BellSouth never c:unlacted UIJl!!td<• 

Vf!ndors L ~ s< 11clt cornpethive pnces fo: any materL,ls , not evon 

tht1:"• f llt WJJl r h thl.'y h-.td no cost ir1furm,,t l~\11 ,,,•,ti ldhl•· . t:o 

matertal cosL 1nput should be ncceplcd \o.'ithoul :cft•rcrH.·~ to 

pr1ces obta1nable 1n the current martct . 

B. Contractor Installat>on Coscs Are Inaccurate 

BellSouth ' s contractor installat1on costs do not take Into 

i<etlSouth "straight averages " contracts o f varying ages. 

!Caldwell , Tr . 21~3-2l•l~ l IncxpHcably, th ... sc contract:; aPJJc<H 

'i.o be exclus1Vlty or sol~ source coutr.:sct:!i for di!lcrete 

g•_ontuptuc locattons '"J.thln flortdii . u:x. ·r~ , al J9-t10) 

!'.or'.lover, BullSouth witness c .. lci'oo~••ll .:.dml '-~cd that her stra1ght 

.Wf't••'l'' dld not tate 1nto account the .bv1 u~ ld<"\ thc.l hlghcr 

vclumcs o f wor J.: would be requtrcd l<' ·ou:; t :uct fttClltt.tt•:;; JU 

'"v.;r.;phtc recuons Wlth higher popul<tltoll~. !Calow .. ll. ·rr . ,'J4~>l 

P.o:s-L lmport:.antly~ Hs . C..:ttd·wcll ddrnJtl•.:U th.tt thH r;o-coll t•ti 

.. md~1.f•r C(H,t.roclS 11 upon whtch l•!r ptOpO!iH~ · :;t- r,dy tn'Ut (• IHC~ 

... lth the understanding that the wtnntng co .. 1-~u~tot •...:vuld b~ 

requ1red to do all mtsnner of ;obs, larqt• O! ~::;n! t . day ... 2 ntqht~ 

lhat occur in the cour f:lc of BellSouth ' s d.ty""lt'-U••Y ot-n"r'"ilJLlU~ . 

n:x . 75, at t.O) There 1s no reason lO bt.!ltevc that d cunt :dctot , 



l . :cl "' o pa: tl Clpatc (with all atll•rd •• r.t economics) 1 r. the 

! L•• II•• IIS r.tl lllgh COil lrc>Cl pncc:.. t~ s . 

l ... ~ r . u~x . 

C. Load1n9 Fac t o rs Are Not Loast-Cos t, Most tCC• c •enl o r 
Fe rva rd-Look 1 n9 

!.oadtno f.lctors arc applied to matenol cos t s to detl'rmlne 

lll!' l11Stulled lllVCSlln('l1t . (We 11:; , T r . :>!.2() I 

. . . 
•liflt.·L"tlnq .,an~! ldb.•t , vc-ndur t:>htJifl••••tll••l taJid li&~Uotll.•IICI: , 

·•~i.oOC lCitccl l O lt5 

1llc rr.a t..pr:o l c;;.u:;;l . !Wells. Tr. 2!.~11 

' •. ; ··:.scs : ~C!" 1 99~ .. r e ::c · leas··~: .. -w • • 

(1:1" 1 ! I 

•t•t' .•• r.&Jt ••: l.Jl lo •diJ .. J 

lo •.• ng based on currently dV<.ili,Jbl<' ti'Chnology . 

1 • 1 I 

Hel1South ' 5 r~mbodded l oodilHJ !,a·u;r~ ltt muhJfJU:Jly lilt ltitt 

.t r.l"':~f"' TlOl f;t1L c JhJIUL:. cJOU tHC ttlf• IT10!t ltiSHJlO'..tS ("0Ul r1t,Ul<.J r" 

:-t~e :-~a l prices . (We lls, 'Tr. Z52l-2!.2•1J 

I<!J;I!''l to the an>Hcanon of Bei!Souli• ' S lOdOl:l<l t .. .:to r s to 

:11cfoor SAl malcrl .. l pri ces, 11 bot t oms-up est:m<1te o t o•l( lc.leltt 
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.:.:. tol11c.-;! m~-;erial co3t:tt 1 ndic~1 te:; thitt: t;..~l tsoulh ' :s embedded 

loilcing ~-.c:-tcrs bear no relalion to cost:; th~t woulo attaHt tn ,, 

••II a:te:>t , ..:crnpoutivc ma~l:ct . 'rhe Louisldll<• Comrnssu1on found 

t hut the .. csult o! these factr.,...::s •..;c1a t.<J t;etlerat..c cn,.J.:.nct..'r\!d , 

tu~n1shcd and installed matenal pnccs th<>t a:e " excessive and 

• r.correct1·1 calculated. " La . kecommcnoat1on at 2 1 !adopted hy 

Order , La . Pub . Serv . Comm ' n , Ot.~l:e t No . U-2008.1 ltiubdocl:ct-1\J 

(ilptsl 15 , 1998) These loading factors ate hus..cl on llcl l~iout.h 

'"''" "g" tc employee wor r. t lines and exempt m.ttct i .tl u:~agl.' r.-cnrd('d 

.n " monopoly cnv1ronment; as such, theM' Jo.odlngs a:-e unadJusted 

1!\oCn !or the forward-looY.lng assumptlons contained tn Bel !South ' s 

~n cost studses . ( ~/ells , T~: . 25211 

df!:>!c;ns purport to "liminate the need for load calls to pcrmll 

UH' J...rovlsion or advanced serv1ces, yet Bel lSuulh dcmonstrdtes no 

dCJustmcnt s to its embedded cx!'.!mpt m.ltcn.tl l ,adin•;s to rl'fll'ct 

n .. s ta;t . 

D. F~ll 7acto rs aro £xcesa1vo 

1'1\e copper cable utili zat 1on rates Bel !SOlltli usr.;d to di'C.l'Jc 

Its LlCI"N fill !actor inputs arc BellSouth ' s hlst.: tc , embedded 

t.t :lt~ulion ~:alc5, unadjusted. (E>< . 1'. , "L 79-801 fdtltnugh 

Ut.d lSouth argues t~lat these numbers are r~pt~scnlattve of h1ture 

:111 f .. ctors . UC'llSouth prov>dcs no supput l l :.unqc:H 1 hc~t tlwse 

~~t' the sum" far.Lors un offic1enL cornpetLtoz wJJl cumpuLt.! , <IOtllq 

fctward. (Tr. 2151) Indeed, BcllSouLh':; uultzatlon r<>tC for 



ustr;l:,•itton ts 1 me r e 411. (Ex. 7S; Tr. 21551 Thu:; , for 6 . 4 

m>ll ' " " c lrre •. t "'orklng I Hies 1n n ortdil . BCfH would model ., 

llClWIJrl: Wi t: ap;. r oximaLcly 9 mill lon !Jn<:s tdle . !Caldwell. Tr . 

2!5o- 2157) Bei1South ' s fill facto rs are inflated tn part by lts 

U-"<· o r ;.!!> pair distnbutlon c able , rcgardle:;s o f Ut<? number o f 

'<'SLome rs served us 1ng those pairs , althouqh 6 , 12 ,w.; 18 patr 

- .. bJe s1~es are avatlable . (Ex . - ') , a l 8 21 Placement o f excess 

Inflates f I l 1 f oclor, 

~ t h~ lt·nt. competitor should 1ncur- . 

/dd i Liana 11 y , 

c~ce~sive amountG 

Bell South 

of spare 

11:01::• I I l 1 

capaci · i' 

produc:nq "cosLs" no 

t o r f utur e c ustomers 

unrelated to c x1sting universal servic~ dcmf)ud: and cffictent 

t crw.-, ra-lool:tng nctwo rl: de>s1gn practices . 

: tll facto r s lndicate that il 111tends 

DellSouth ' s BCPM cable 

to recover , th r o ugh 

tHdvcrsltl scrvtcc fund subs1d1cs, the cos· "' f<~cll !t.les t o• huge 

Jtum.Lt! f !'t Ul ! ULU!£! CUSlonu;ocs dl thf• ~Xpt.•n~t~ ClH"rt~nl fl Or!dp 

consu:r.e r s w1 tl. obsolulel y no r is~ to llS<'I 1 . Bt.!l! Sout..h ' s BCPM 

o~5lnn9 a d1st r lbutlon nctwor~ th~l Ju tntcnded to serve ~ 

c-u rro•nl ar,rnnn<J o f 6 . 4 mllllon ltnes '"'ith " cparc' c;apactty o f 'l 

:r..lllon puns, Wllb the entJre costs o l tho c <Jl>lo allocat<!d only 

~ current cu:>tomers . The allocated cost per per son thus wo u ld 

t e .. !lOr o f lht! cos t o ! each person ' s patr .1n·! would recover 

tc•tu:.n on 1nvcsLmenL ! o r Be11SouU, ' s en:-l!'t_• :nv•·slcd c:Jmoun·. 

•.very umc 13cllSouth places Into serv1c<: any of the spa r e 



luC1.1llc• th<1t wore part o! the llllll..d Jr&v..:stm••nt, lh !!South 

Wl!l r.ocelV(' &ddllional revenues b:t:J(~d on "costs n t-hul \-.'111 

tnclude c---prcc· dtlon and return on t/u.• Sdm~ 111V{'.9tmenl . 

£. Drop Costa Are Inflated 

G-:"E~1. modeled dll drops as Lhou<Jh bu: lt.>CJ. By runrunq lh<• 

1<0.:1 :1 will! .:>cr 1.tl drops , lh..: cost ol the drop dropp•·•' •.o . 17 1 ,.r 

!1r.c p~r month . This amounts to 1n ov~r~tatcment o ! USf costs ln 

Lhc "mount o r upproxlm<~tely $4.7 milli o11 . 

··ur.:T'utertal " error . (Tucci: , Tc . 228h-2:ar,, 

l •• y . 

4 (a ) Oeproolatlon ratos 

r,n T, HC! and Wor ldCom: 

ThJ>; I , . . , h<l r dly an 

·· There are Lwo valuc:t !or each Un1 to r t:\ !iys• •!!""' ;,ecountJ 
;4tegory: d prOJCCtlon l.i!e ana ... !ut.U:t• nl'~ su.•;.:.•;t• v.du"·· !he 
lif! .... fl".:..c;St\; pro)c tl r. !~·:es cH'- s~. ~=. r. Ex~ . .:.t .. • !':o. :! , 

,·,t t h·t.~e.-.t MJM-t., paQl' o f •. , Col1.::-.n c , d dOd ('. The 
••I J n.,prialc fulun.~ nc\. !i3J.Vage values l.ll,. ~h ·w:t f'u Fxhtlltt Nf•. ? , 
l'lll<>chmcnt MJM-o, page 2 of 2 , Column~ ,., ol md e .· • 

r 'I UellSouth , GTEfL ilnd Sprtut-rlor ldo be~...nlst• ltH•y us~ 

.:.r• • ,sttcally :short llvcs th<1t ov<crll~dt•· t n•: cos~ 

~~:\·:.ce. !Md)oros, Tr . ~6 ) Only th<• prcpo:;als of Mr. Mo)oros , 

· .!:~•·? :n tho• lUll 11odcl , rctle<t %OCWtJf 0'l ;.tn 1 dlhtly ... is 

tH;a)oros, Tr . 6!>-61) 
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FCC's Universal Scrv1cc Order rcqul.res the usc of 

To comply t:conom.c dLoteciot~un rates . {1-taJoros, Tr . 65-b6J 

Wlth th.s .cqu1rement , plant lives must be based upon the 

o.:xpectcd ccoo.c•mtc l•ves o( newly placed plant.. (~ilioros , Tr. 66) 

Jr, prdcttce, these ''projC!CllOn l1ves~~ th\VU b("eu .. 1,)rlvcd t rom ,, 

tnt'fl:.,rd-looJ:truJ urLcnt.:1lJOI1 lhal mc.~rc .Jppr us•t '"~ <•ly matchc:.~ 

l••chnologica 1 cJcvelopme .. ts and trends. ( X~Joros . T: . 49-50 , ~4 J 

The Uvcs recommended by Mr . Majoros and utillz<>d in the l!Al 

:'.o<l•c:l tn this case dre derived from tht· pro)ectton hves und 

!Uturo net sulvuge percents prescribed by th<: FCC for BcllSouth

n~;.nda and GTt:-Flonda tn 1995, wlth th..- Sprll1t-Flortda lt v~s 

HI·J Ilt"t : •• dv,.y •• fi\:1 't:nl~ hc1JHJ from the h.~ "· cnJ of lhe FCC 

raruJr!S. (Ma)oron, Tr. 72 ; ::x. ~~ BJX-bl ThP tt.:couJ r ..... t l~cls thdt 

U1e :cc• s rates are realist ic, fo:>rw<ord lool:lng , and unb<oscc. 

(Xu,oros , Tr . 71) 

The l.EC proposals fail th<· torw,.r,l :ooktng stand<o:-d. 

r·ont.rary to FCC rultnc;s .. the LI::C propos.pls ;.n1 busud upon .,.. 

~ub~lltUlton analysls that assur.u!S ~ei locem~ut of th trrO'w<o'bond 

' ' , •• r- ·:rmunt<.:ation' $ networks WlLh broadban I lnLr·qrdtt•d nctwor~;~ 

CdiJiible of providing bt.,lh tt!l~communicattoh~ ,1nd vtdt! servtccs 

.h:itcad or telc-:communlcatJ.OJlS-only replacement . U1l:tjoros , Tr . 

. ;7-l.e, Horl!ov<>r, substltut.l.on analysi" is fraut;ht w1th lnpUL 

s<:l~-uor. probl,..n>s and patlcrn compleuon assumptions lhat 

Hl.<Jl•trrdOt.' output -redJbjlity . tMuJo t u:,_, . Tr . 'Hl-~IJ t.Jv,·r Llmc
1 

:;t:h:;tttUtlon tJnalysts has not provcu uccuri.lLC, •. Had th<• poor 
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quals y at Bc.tSoulh' s r'lorida-speclfJc tnform .. uon onl y worsens 

(HaJO t o:; , Tr . !>1-~J; EX . • ' , XJ!~-" lQ I•!JI-I-11 I 

"!'he loc::t that tnc short ltves prop"se ! hy BellS<'Hlh ar;tJ 

GTEfl. urc co11sistent with the "book Lives" uttllzcd tor 

t JIIiJnc1al rcporung purposes tunher rclnforccs lhe p•obloma vllth 

. hP Lf.C $lUd! t:S 0 (li aJoros , Tr 53) Such l 1 vcs are usua 11 y 

oovdncd by the Gcnerally ;,ccepted llccount tn<J PIInclplc ("GJv\D") 

" e(rU~· '"tvaLl;jmu that requ!rc:; err inc; o n the :;tdc o t shortt..•r 

, •. _. •. , st as to eliminate any possJl!JlJLy o ! nv,• r st .. tlll<J th' , .• due 

'! . ssels lO stockholders . Even GTE, in lhe r ·c· !I P"escr!p•- !. 

o.>tll'pllficat.lon proceeding , noted Lhls >mporlont GMP pnnctplu . 

~<tth which Lhc FCC agreed . The bo tom 

~ lhe , is that the LEC ltves dCC 

;.;J<m1l icanUy shorter thiln Lh" FCC llvv:>, WhiCh tnCICtlSCS 

.ie;rec!aUon churgcs beyond the fCC allow.;ne•· .tnd ll\upptoptiau!ly 

:o H.-~ the cost o ! universal serv1cc lo the dt•tumenl ot the 

con~unH.1 1 _: 11nd compelltors . U-1d)vz:os . Ex. / , ,,t t-t.n-1- J) 

4(b ) Cost o! money 

f•T&T, !1Cl .tnd \•lor idCom : 
· · ·:'h•.' forw;,rd-looktng econonnc cost o f Cuf!lal •;proprlat<• for 
the pcovtston of un1versal servtce by prov d"rs of local 
lt·l•.·phone service, based on modern fa,ance til(' ny <Jn·J current 
•·mplncol resea rch in financl:, '" ().!>01 for Bell outh, 6 . 74r for 
Gn: , and 8 . !>5• for Centel and Umted. • • 

.!.• i l.:>S• ·o,t <>f cupltul UtlllZ•·o t.y fl<:l l!>uuth olld Sprin t -

flond<> ""d Lh<-' 12 . 65< employed by G'!'EFI. 

>~•u!d ! .c re)~ct~d as tnapptoprlatu . 
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'l.,nc:•: r We de , 390- 391) Basec 

8 . 74r fo r Gn; , and 

upon the enti r e record . 

capital rrldpo1nt of &. 5t 

8 . 551 ICH Sptlnt -Flu· 1d" 

Mr. 

for 

h•·st 

t • • llo~c·t~ " forw~td loobnq cost of c.lpll • .J that ~hou!d b<• <ldopt••d 

for these procccdin<;s . ll!irshlclt~:r, Tr . 1!11-19!>) 

Fuse , the 11.2St rate p~op()Scd by :~r . . Hllinqsley 1s trom it 

1990 fCC decl!non, and so tt docs not retlcct t.he dramatlc 

decllne 1n interest rates of the last CHJht ye,>rs -- nor Is 11 

lotward lool:inq . (llirshleifer, Tr . 2.!0 , ? ~ V·<'·l'l l Sir"~ thl" 1'~91) 

dectslon ~ the 30-ycar Treasury bond rrttt.!S huVl! '~tlt..•n t : ,,m 'J . OI. • 

to 5 . 6~· tn June 1998, which w::>uld imply " c..>s t o i Cdplliil of 

l . d~~ betorc cons1der1ng whcLhcr r!s·. tlas tncr~abod . 

(Hirsh1elfer, Tr. 157) Th~> Lf:C Wltn<!sse::. .:.!so ""'"'lQ<:r<~Lt' th•, 

u <tent ol comp\!tl tion in the rcsJ.dcntl.ll loc.:ll rr.<~ri:••' ('"hlch 1:; 

v1rtunlly noncxtstentl, and thu~ •.::XOQCJi..:!"dt•· releviiuL businc:1!i 

r !:;;~ , wh.1ch also conLrtbULC!t to an tnll.ittt·d cost l• l L'apltal . 

!!.::,hlclt<'r Tr . ~7.1-72\l) f'lnaJly , !.1-:C WJlht'!iSl'S hdV! ,tsS:,urncd 

lrc,wLtt lOr on ln!inite pcrtod at a rdtt..• exc•·t•.!lm_t the gr'::'iwLh ra .. e 

t.h<· <~ggreqatc econom•t· ' Hlrshlelfer Tt. ?13-215, 211-221 , 

243) Together , these def1clencies , and those o tht•r& tdcntl!J~d 

ny 11r. lltrshlQ11er , conflrm that adopuon o f the u:c propos .. !:; 

""'"ld result 1n costs ot cap1t<sl that urc exce~slve, would result 

111 Vt•rrccovery, drid would in:,pproptiotcly n.t rcdbL" the r·ost or 

u:.:ve: s.,l s<•rvtce . 
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(C) Tax rates 

AT&T, MC! and WurldCom: 
··The values for this input hav~ been lucludcd in Exhtblt 
•:3 , D$-3 , Sections 5.5 . 1 and 5 . 5 . 3 . ·· 

The approprtdtc tax rate 1nputs are shown In Ex. ·i3, DJI·I-3 . 

:?_tee~~ ~he testimony of l~ r . 1-:c >d at Tr . ?OJ . 

(d ) Support1ng structures 

iiTI.T , l·lCl and 1-lorldCom: 
.. The values for Lhis input h<~vc btwn tr~clud•'rl In ~:xhil> lt 
43, DJW-3 , Section 2 . 4 . 1 th•·ou9h 2 .•1.t, .· · 

The appropriate values ore shown in ~;K . . : I , J •• JW-1 . ;;,., ... I so 

~.x . "'' dnd lbc Lcslunony of Mr. Wells l.ll Tr. :?4B-:. :'49t•-.:!SOo , ;;no 

(e ) Structure shar1ng factors 

ATI.T, NCJ and 1-locldCom: 
·· Tht· values Cor thts Input hdve b•···" 1nr·ludo•d 1n f: xtnb!l 
t. J f !JJ~;-3, Sccttons 2.2.3, 4.•1 . 211, o~ n1t i\J~J~~"rHJlx H. ·· 

The approprtute value:; urc shown 1:. r.:.<. •l• , l•JW- •. Sev .-!!)so 

the lf•Stlmony o r l·1r. Wel ls d t Tr . ... "'~Ot.J La:.J Ex . H ' ' ~ 

( f ) F1ll factors 

AT&T, !1CI and Worldcom : 
·· The values for th1s tnput 
•lJ , DJI'I-3, Sect:tons 2 . 6 .1, 
4.1.4 , and 4.1.5 ... 

h(IV'.! 1Jt.C!I ._flr]ud,.:tJ 1n E::dnb1t 
2 . a .... , J . J .t, ,1 . J . 7 , J . ~ . .-:1, 

The appropriate f il l facto rs arc shown In E:x . ·D , l>,JW- 3. See 

d~ Ex . 86 . 

!lo 4 



(g) ~nholes 

t1TI.T, P.Cl tnJ l>orldC:-m : 
'' The 'J81Ut!o for tlll ;- lnpt.:t h.avc U\!.:!11 l1n ltuJed !11 ~: x htbtt 
·~3 . OJW•·,l , Secttons -\ . 1 . 2 , 3 . 6 , 3 . 6 . 1 , 3 . 6 . 2 . ·· 

The appropnatc values an~ shown in Ex. 43 , DJ'II-3 . See a lso 

r;x . a~ . 

(h) Fibor cable cos t s 

1\Tf.T , MCl nnd '<~orldCom : 
· ' Th<: 'value>; t:or Lhts Input huVl' tw.·ll tnc-ludf'd "' ExhtbJt 
·D, l.JJI'I-3 , Section 3 .4 . 2 . 

1'he dppropcJate values for flber cable c:osLs r:-~ s~tcr~tl 1:1 t:Y. . 

~ 3 . DJW-3 . See also the testimony o! !1r. Wells at Tr . 2!>! I -251 2 

10d Ex . 86 . 

(1) Copper cable costs 

t.T&T, 11Cl and WorldCom: 
• ' 7he value:. for this input h.w<· ht:cll u.clud~:d 
•13 , DJW-3, Sections 2 . 2 . 1 , 2 . 3 . ;> , ""d J . ·Ll. " 

Tile dpproprlate va1ues a re s~own ttt Ex. 4), lJJW-3 . 

"' Exhib1L 

$c~~ cal!iU --- ~-

lhe tcsLiroony of Mr . ~lolls at ir. 250~-2',!0 , 2!>22-2~2 fo, <Jr>( l Ex . 

( J ) Drops 

l1T£T, MCI and ~lorldCom : 

":7oi'hc v .. lucs f o r th is lllf'Ut haV•• J,.,.,, 1nc!udN I 1n Exhthll 
43 , o.m-.l, S.:!cU o ns ~ . 2 . 1 lhrouyla • . :' . 7 , " 

The appropt lilLC values are snown in Ex. ·13 , fJJW- J . Sc<: al:io 

lfl'' lCSLlr.lOny of Hr. Wells ilL Tr. 2!>13-251 •1, :-!52 4 , <tnd EX. Bu . 

(k) Network 1nter!ace dev1ces 

AT&T, MCI and Wo r ldCom: 
• • The values for this 1nput have bc"n wc!uded i n Exh1blt 
43 , DJiol-3 , Sect1on 2 .1." 
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T!.e tlt rop:..tulc ,.a lues arc :;hown IH Ex. 4J , PJ\o; i. !it •t" .tl !itl 

~t1o.- te!i: .. 1o11y o t 1-!r Wells at Tr . 2Sl4-?~I!:J ant.! El<. [H> . 

(1) Outs1dv plant mi x 

liT£ T. ~:c. ...nc' NorldCom: 
· ' The val<. ·.; for this 1nput have been included 1n t:xh1btt 
43 , DJfl-3, s.-c tions _ , 5 . 1, 2 . 5 . 2 , 3 . 1.1, 3 . 2 .1, 4.•1. 15 . • • 

Ill•' t•• :< t 1mony of H~. vlclls iH T 1. 2518- 25?0 ar.u r:x. 8v . 

(m) Dig1ta1 loop carrier cos t s 

Ai'I.T, !1CI and WorldCom : 
·· The values for this i nput have been Included tn Ex hJblt 
t,J , DJVI-3 , Sections 3 . 5 .1 through 3 . 5 .12 ." 

The appropr1ate values are shown in Ex . 43 , UJ'.-1-3 . See also 

lht~ t.eSllmnrP/ of Hr . Wells at. Tr . :>SlS- :"51? a!•d Ex . 8t.L 

(n) Term1nal costs 

i•HT, 11Cl and WorldCom : 
-: · The values for th1s tnpui. Jir-1V\! bCf'll au<~ludL·d tn F.xh1bl t 
•D, DJW- 3, Sect.ions 3 . 5 . 1 thruur;h ) . 5 . 12 . · · 

The appropnatc values are shown in Ex. t,, , OJW-~1. S!!e a.a.so 

Ex . BG . 

(o) Sw>tchlng costs and assoc1ated var1ables 

l\T.T, MCI aud ~lorldCom : 

· ;The v.;lue:; [or thiS' lllput hrlv,• b,.,.,, 11wludtd 111 F:xhth!t 
~ .1 , DJVI-3 , SC:ct1ons 4 . 1.1 :hrough 4.1.1.' ol!HI 4. 7 . 1 Uu o uyh 
4.2 . b ." 

Th•.;!rl! a rc sec.1ous fla·...rs 1n the ti.ECs' Lund;uno..•nt.t.d ~.;on:;.• ruc l 

•H · h·~ swit.ch module , a number of appcHcr1L rnodt: l.lnq errors, and 

.wltc!l 1nputs that are simply no t reason~>bll:. These flaws 
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tt..•<Julr•~ thilt l ht'! Ct•mntts:;ion r eject the BCP~! outrtQht iiS well as 

~he tnput!> pro.-osed b y the ILECs . 

l. 
BCPM IS NOT FORWARD LOOKING 

The !ICP!1 sw1 trlang mod u l e does not c>odel a fo rward loolO nQ 

nctwor)~. The BCPI1 model re li es on t h e t.ocal E:xchange ~'>Uling 

Gutde (LERGl fo r the const ruct of the network to detcz·min~: t he 

jlluccmcnt Of hOSt and :-emot e SWltCh•S . (Pe~L1ngcr , 1'r . 2"163) 11 

I on<ilrd loof:ln<J mode l holds ft xed tht> custom~.: z lot:dllon:o .md lll\• 

w1re center s . (Petun ge r , Tr . 2763-6~ 1 It does no t hold fi xed 

wh1ch s witches a r e hosts a nd wh 1ch swachc:. a r e remotes . 

IPe:tztnger , Tr . 2764, Embedded host/remote configu-attons ~<e r e 

orten made decade~ a g o using old ~echnology demands !n e ifect at 

~he ll mo:. . In an appropriate f orw.Jrd looktn•l cost study that 1,; 

1 r•·:OJ •• ed r.•n replac1ng and buildlnq a new cost eft :-:tent tlt:twor l:, 

thta hCJst /rerr.ote deciston made decades ~CHJO CdJmol he cons1dcred 

:crwo:·d looking . (Petzinger, Tr . 29!5) 

~·iact•.! en=~ it hosr or a sLundalon!! ~~dtch would hCJV(· bc'!n pluc.;,d , 

tvdnf a remote Cdn bo p laced at much lower CCISl. tYt·t::UHJr.·r ~ Tr . 

2~lo No<eovcr , j n a forw<~rd lool; ~ng networY. l~s ~ gn Lhe 

currenl conditions . (Petzinqer, Tr. 276q) l\ 'PM fH!rtorm:; no such 

!unction . 
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I>•· ellhcr a U-(S- 00 o~ a 5E:SS . !PC!tZlnger , Tr . 27u!.ll Muny 

•• lt<'lll•!. <~cluwo ly 1.n usc tod;,y are small ; torctng the BCPI-I to 

r.m.J..,: ~h..,rr <>S la r<.;" 011 5-I OOs o r >ESSs seo ously overstates costs . 

r PcLl. 1 nqer , Tr. 2765) Finally, BCPW s disdgqregaLion 

l'Ql culanons arc s pec1 he to DHS-100 or 5ESS s witches . 1hese 

cos t calculations are •rrelevant to otter switch type~ lhal may 

l1• tOrWstd looking, anc! lhUS (•ffCCtl VCiy pr~cJ Udt~~ rJCCUI~il{t.:""" 

rnudo•ling .:>f mo r e dppropnate forward lool: lll<J ~m•.J 1 s wnch 

tcchnulogy . !f'..,L:lllgu r, i'c. 2765-66) 

II. 
BCPM INAPROPRIATLY RELIES ON IN PUTS 

FROM PROPRI ETARY CLOSED MODELS 

BCf•W :J reliance upon a propnetary .Jnd c l os<!d Sh'llchu•y Cost 

tntormatwn System ("SCIS"I model Lhal was r un with undocUlocuLed 

tnpu1. dato1 ts iJ lundamental flaw 111 tl<> con~Lruct. Til'! OCPI'. u s es 

"f'P•IIcnUy used SCJS and t ls own propr1elury model. 

C:OSTHOL> . (Pet:lnger , Tr. 27G21 Ussng cloned n~del• ro r 

...!\.:'tt: : r.ttlllrtiJ USF VlOld.tes thto f'CC' :i usr f<cport cHid Ort!••r . }Jj/ 

l L e x cesstvely di tIt cu ll and u s ual! y 

'"'·i : sttle t< r-v;;lu<~tc whether :he model:; a r (' v<1l1d and whethe r 
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ro:-.. :t.rd 1ook.tnq assu~~1ptions 'OII'erc made for such llcms as SSi 

~lgna .wg ;r dlgl\al loop earner . 1Pet:z1nqcr, 'lr . 2767) 

lh.: ·, , u:,n the Jl ... ~- ~odcls ace propt icta!·y and cl'"'scd . . 1n0, tr. 

\'lew ~t U:.• · or ' ... .tme aval ... able , 1\. wus s1mply unpu! s1blc lo 

r . :.cr·s that would have to be reviewed to v~ali t!dt ,• lttc 

opprop•talo.:ncss of the various ILE:C proprlotaty c:cst models . 

l f'f·l ::1nq~ r, Tr. 2767 and 2869) 

i.>Ci':~ has mulllple ways of entering swach pr1 ce data. 

H01..1CVC:r, ultimutely, at.. one point o r 

•.:xtrti~L<:tJ (rom p!Vprictary models . tJcsp1t~ dS!ier-t .. ~ns t.hat SCF~ 

"; nut completely dependent o n these models dnd that thor~> an: 

.tl "c:notv ways of enter ing data , dt some point 1n the proces~tno . 

BCF'!-! st.! 1 ~ t!..!l ic::• on data f:-ora tho::u~ rr.orlt~l!j . IP<•tztngor, Tr . 

281~ 

There aru couc:rctc modelln<J p : ublcr..: wtthtn !~CIM related t.o 

tr.··on:.;u;lenctes between the data lh<Jt WdS rurr 111 :;CIS t wh lch 

to rms the f ourrda t 1 on t o r some cf the datil 1 n EICPI'>J comp.t <•!d to 

th• ~·'"'' dula ·hat is entered Into BC~H. ror ex<>mplc , It appears 

t r,.,t srnnt entcc<•d fill !actor:; aS pa:' of Its ;CJS tnputs , 

whJ ch adJUsts cos t s up·-Jard to account ! or f t 1 1 . The l t 1 J factor 

:n!ormatton apparently also went lnLo the .levclopment o l BCP!1 

l·l/ :·~'" U!i.f fot[~ll und Order , 242. Soc ;Jl !lo , Stutl r.o:Jt M:.~deJ 
'''"'1';"!d!! 'f 1~: ~t .. 1tc Co.st Study Cr .!.t •·r-i:':"" --
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t ...... , vr~ 1nt) B ... f't1 lt..sclf, thus ovorsl.clltnq th~ lnvcslmt•ntH . 

;..nol:>er J;.rollom is lhc assumpuons made. '"'hen SCIS w .. s r un to 

I• r • r Jt" n.~ s~.: tc:h1n9 dr fauit prlce· In BrH1 . t:ext Gene roil ton 

arrtt·r ''llGOLC" ) cur tr•nlly r ... 
1 o•u,.: :cploy..,,:, !Pl't;:tnqer , Tr. 2813) It ::s ~orwarJ look1n9 

'cClrnology and hilS a lower port CO:I l Lh,lll Lite old(' ! typo•!! u[ 

From tt-.is 

'b t hlntl•'"r , Tt. 77t.&) Thts !allJt•• c~.aust!S t.tghe:- por:. cost~ tC'., 

tho· BCPl'. loop modult! , 

F .nu!! 'I • t.~u~cd o:. thls recc : t. 'h• 2 ,. l;, ' 

BCiM 

'·' . • l n .. .. 

Ill. 
BCPM MODELING ERRORS 

There "t'-' " number of c;rdeliii<J o 1 r r 

frOdLCe lncorreCt ~WllCh r~SUllS . 

• s,,<J to develop switch pr~ces used undt scounU:!•l :;witch ddl.l. 
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Tr. To correct the sw1 tell pr lees, an 

undo.:umv.ltcd !Jell! outh " spec1al stuuy~ produced l<JcLo• :; to 

qcnerate effect!'JC discounts . IPetzJnger, Tr . ?.1'13) The ql a o ng 

~rro:- JS that BCP:" s regress~on unalysls was not done on actual 

s:..~nch pr!ccs . (Petzi nger, Tr . 2773) This er ror affects oll or 

belJSouth ' s and Spnnt ' s s wltches and seventy per cent of GTE ' s 

:;:.otll.•'IH!S . IPet::Jnqer, Tr. 2773) 

BCPW s results ove r recover usr s·Jt tch- rc Ia ted wve:nments dS 

Itself . (Pet;:Jnycr . 'I' r • •• 1'/ol) In llu: 

calcul<Jllon ui Llu.: investment relevant t o Usf· for ,•.och ,;witch, 

tiCPt•: reaggregates the subcvtagooes or 1nvestrncnts 1nto ttn 

Investment per port und usage per port. 1\n unknown de'ect .n Llw 

mode! CdUies the aggregate port 1nvestment plus usage to always 

exce..,a BCPM ' s id.;ntJ !led total USF' related sw1tch1ng lnvcsunenL . 

IPctzlnqer, Tr. 2774 ) The overrecovccy for Spnnt Is $!.> , 0 12, ~29 , 

wl•t J,, lite amounL o f overrecovcr~ for GTEfL dlld lll'll:;uuLh hd» not 

b<!cn ClCCUrdtcly <.h!termtncd . 1!>/ It :-cmain!i t:h.:.·u , howt:!vcr , thdl 

1'•/ ''!uc•· the conclusJon of t.hc he.u::tnc;, ll h ••.. 1>•'t'h <f••r ••INilrwcl thut 
th•· 1111.~unt !ll.own 1u tht• table on pag,. :;n1•l .•f lh•· t r.m:orr&p! tor 
GTt:n .... utJ fJ(•llSouth .1.::s incorrect . Ttw •·rr . ..,~r ~ll·ms lt•r..~m tH , I th.\t 
t:rrt:FI. oHid llcllSoutn . un11~e SprHil.-F'lorida , :.n.ludt:d ln th•·it 
tt.'5f t•r'tlVt" BCPM ru in9!J d ll lht: \oo'iiOCCnlers J.n f'lor'-l.dol r . . , lwr 1,.liuU 
1 u.:; t lt.o!.lc in Lhct r re spoct1 vc lcr r j t.or i u:s. 'J'h1 s cuusctJ tl 1•, ••mount 
: t1 ! luctco HI the table to be ovor.t'l totcd ! or BellSouth ond GTE . Tht.: 
-Hnounts f.J'ho·,.. n t or GTE:E'L and BallSout.h in r.:he t.able represent tho ove r 
,,., •V•ny o : ;nvestment !or all the wi re cont.or:: ln f'lo t lda based on 
· h~ !lCH'. inputs !or !lellSouth and GTE , respeCL!vdy . 
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111, n.ottt l B,.; H l h<1~ ealculdt'-'J to be Lhe tOto.l) US<' SWllCh 

lliV..-.~1tme;.t . t~e .Zi nger. Tr . 27741 

A~~ll.Cna.ly , BC!'I·I maY.es numerous errors HI the asstqnmcnt 

" LIIV<'Slments ,,., cost categoncs . (Pct>.ltl<Jer , Tr . 77761 :-or 

cx<.amtJlf: , BCPt-1 adds call tcrminaliQn co;.t llfH'IJJ r•·• l ur.ly wh,·u d 

c.Jl! 1s terminated eitllct H>ler- or 11\tra,•ff,.·eJ to l:unk usage 

Trunk usage eosts ,,rc then apvltl'<J to both or Hpn,oling 

;,nd terminating 1ntcro!ftce calls but not tr::.raofftce calls . Jl.s 

,, result , Terminating Call Cost is assessed Incorrectly on 

< rl<>tllurtng ln1.eroUicc calls and r.ol " ' <>ll on tPrm t n~t ' '"l 
(Petzlngur, Tr . 27161 

i ·. rr.orc cg:-cg1ous ln!latl.OJI of 1.1'\vcstrn•·ttt occur .... 'Nhcu BCPH 

.n!d:l lhu i owcstmcnt related to US<Hlll from a re.motc to a host and 

1 he usage within a multiple rcrnote complex "nd then mulupl1cs 

LhesP usage costs by the total number of local cal Is. S>nce th•: 

total o ~ loc.;l calls 1s signiflcatltly htqhet LlliJII JU'l the call!i 

wvolvtnq remot:es , the total usago: lnveslment u1 !'llqntlic,ontly 

l!!lluLed. (l•ctzlnger , TL 2776) 

UCPH inflates truni: lnve:;tmcnts by Cillcul"Llng the numb!!r of 

trunks needed based on the total number of hncs rather than on 

the tlw:lber of worY.~ng lines . (Pet::dnqo:r, !r. :>SIS) Thls ls 

contrury even to BCPW s documentation , will et• til<1les lhal Lhe 

trunk Htvc:stment should be based on •..:orl:tng l•ncs . <Petzlnger , 

Tr . ?S"/5) lL de! 1es common sense to eng1neer trunks t or l1ncs on 

Which tlwn· ts no traffic . 
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BCPH illso Jvcrs t aces s w1Lch eng1necnng and 1nstall.1tlon 

OS' s Ly a! ;>lywq the Telco Eo! ractor aftcY the Common Equipment 

dnd Powe t In ·estment fdctor has ~lrc;ady 

ll1V1 S1mPUt cj..,ltd r S . (Pv.Lzlnger, '1' r . 2777 l This IS lllCOnSI:;L<;at 

..: .. ~ ~. t:hc f •. n:tor' s desc r ipLion in the HCP':-1 documentation . 

lPet:lnge r , Tr . 2777) 

I V. 
BCPM INPUT DATA ERRORS 

The pn.nc1pal input error common to e;wt. J LF.r !:; Llw I ,J! lure 

to h,•qJn Wlth th~ correct s w1 tch pnce . '!'he tnf~rr.attO:I !tl 

r:xhibl~ "'3 tCEP-1. Table ll s h ow,; thP '"' ~;' · P•·• 111u! :; pro posed 

l I '-'d •!\ the three lLE:Cs . These dr" : he I:.t:c s"'.tct.~n') lllpl.lt,; 

tnlc BCPH. The:,.P. numhr·r-s s1mp l y do noL corr4lspond to lhtt <.!:a.ta 

th .• t 1s pub l icly a va l l llble rcga rdlnCJ curre&n pnc~ o f s witching , 

:-;~:- d(~es lt comply w1th the actual contract data that is 

dVdll<ible 111 this r ecord . tPetzinger , Tr . 2»ltll The Turner Plant 

!ndex bows thdt switching prices are falling and there is no 

:t•uson t J ex peeL thdt c1 d.tscount e! feet 1 ve evt!n n few ~~cars aCJo 

'-'OUltl <>t:curdlely reflccl fotward lool:lmJ t:O~l:. . \Tr . ?ill'll 

•\n appropnate f on<ard looking cost study wlLh " qoal o! 

butlt!ih<J o.t 11etwor~ from scratch should r eflect the leasl cost 

q·'IICtul l y a val l dblc technology . (Petzinger , Tr . Z76 1, Za lq ) 

::a ne o t the ! LECs have doni! th 1 s . Exht bll 43 (Cf:P-1 , 'l'dble 3) 

cle.;rly s hows that the ILECs are uslnq Jnconslstcnl and excessive 

~•nto·h "·l•l.lts . Curre lll publtcly avalluble tn !ormalion b(!l!es the 
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••xc • ::11 vo 1-n ccs proposed by BcllSou:h, GTE Fl. and Spn nt . 

11-etzl. qer , 7 r. 278 4, Table) 

A. BollSouth Input Errors 

Scl lSou t h inappropriately i ncorporates growth 1nto lts ilCPM 

•npllts . Including discounts , which arc lowe: th<H> new :~w>tch 

lilfi<"O>Jil l<J , 1s I nconsistent with a (orward lool:lnq model wh tch 

.a!'! nrws btuldUhJ d new network from scrut.ch . (Pct:Ungct, Tr . 

.:'7o!>l In addttlon , BCPM 1ncludes growth cn .y :"vr S'"" ltchtng; it 

.!oes not include growth i n its loop plant calculauons , •,.ohlch 

would lead t o cheaper loop Investment. (Pet::ingln, Tr . 2786) Tl.c 

lncorporuuon o ! gro,.th only 1n s wach1ng opponunel y i ncre.ts.-s 

costs . IPeLz1ngcr, Tr . 2706) 

Bell South ' s proposed pr ices for Luce!\L a11d llo r tcl switches 

arc subs tantially h1gher than Its o wn most recent cont racts 

lndic,,t ••. (Pet:dnger , Tr . 280J - 2~(JI; ; 51:" ollso Ex . 9~1 

13el1South' s proposed qrowth discount is not reasonable . Th• 

~trcumstanccs set forth i >> BellSouLh ' ~ proprietary Lucent 

ccr • .:ruct that would give r.sc to this discount 11mount represent a 

worst-cos(• scendtlo , whtch lS htghly unlll.cl( to occur . (Tr . 

1804: see Ex . <t4) Bel1South ' a prices os proposed '" F.xhlbll: 9:; 

.• re radtc .. Jly higher than tho contract pr!ccs, and th~< <ll fterence 

cannot be explained away because o f taxes or transpor t . 

!Pctztn?er, Tr. 28 191 Exhibit E of Hearinq Exhtblt 93 ahnwa the 

s-"'lt:chtng Lnvestmcnt by '"lrc center based on l!cllSouth ' s current 
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Th1s lnfor:matton belles any clalm thill 

h llSnu h h11. •l: t o the dCCUCdCY of ltS SWIICh pr J.C't'!l au it~ rWI't-t 

t t ltng . 

ln addition , BellSouth' s 1nputs fo~ discounted cost 0 1 

l'.c:;e~ ·Je CCS per 1 inc arc wrong . As l\T&T' s w1t..ncss Pctz.tnqt.:r 

Stilted. "BellSouth' s numbers indicate an "absol utely huge amount 

Rcs•~rvc CCS for the DHS host , that ts tW H't'~- tJ:• mtJCll a:; thf· 

.,.!ready tnf l atcd 5ESS R<!se rvc CCS . The 5ESS Reserve CCS Input 

values far e xc-eed any costs have ever jfJPn.# 16/ (PCl4inQcr , 

Tt. ?881! ln part , it appears that BellSou"h' s ovc rstatcr..ent o~ 

"'"'J r.chtng 1nveslment is due t o the constr..tlnL !I BCP!~ that 

o;~ssu:nc~ tJl! SWltChes, even small ones, to be elther a D!"l.S-100 or 

Thtrtjl five Bc11South swltches fall uno this category . 

f! '"'c':cr , cvt:n If Be llSouth weH' t<> use ~~~~· !lCI'r~ small s witch 

'- f'ltun , the smllll s wu.ch pr1 ca matrix must b,~ r<:•vt: .. ,·d La rc-tlroct 

1 rlc•~s pa1d by a large U:C . 

B. Spr1nt Input Errors 

SpnnL, unlike Bel!South uud GTE, J1d us" th<• ur1~~o small 

s;,.t::h OPLIOn. However, the ocrH s!l' ... 1 ! ,,.,.. l Lch optl on J s 

pc·pulo>teJ with data from dn F'CC p~esent .. uor. lJy !•t. Gdbel wh1ch 

C<Jrr,p .. :.1cS that obtai n Rural UlllJLY Servtcc ( "RUS '' I aSSistance. 

tG/ lt.. ts 9iqnl !icant to not~ that. J-1:1. Put:J.nq•~; hdS spt•rH lhe L.t:H 
1~ yc.Jr-s wotklng 1n the orca of GWl.tchinq cost tnod ,•llng . 1n 
( tfl1CU! .. tt She ho5 13 YO•ltS du:-ec:t. S WltChtng COSt. m,:,tJclinq ''Xpo ru~nc<• 
•L !l•·llct.re worktn<J on thu scrs model. 
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The BCPH small switch data cleurly woul d not b.-

df'JJ'icaL '" t o a GTE: , Bel lSout:h o r Sprlnt-flonda , each o ! whlcl. 

t"u1S ~t.:tu;.~ntly g.rcat.cr Ouylng power t o \~llilhl~ them to vbl~•trt 

hettet !J• ,c;es than smrtll rur.1l telco:l . 1r .. t: ""J<!', T· . :'?BSI 

Mo r.:o vcr , rhe wtdcly dlvorqcnt pr ices per 1 tne b~u.wecn husl dfnJ 

'''mot<:s "'" unreasonable , anti cast doubt on Dr. Gabel ' s d<Jta , 

"ve" (Or the :>mall telcos . (Pet unger , Tr . 77881 Finally, there 

d!P pr ~~·lcms with t-he dat.ta us'ld f(.J.r Spr~r.~ Z':!S ::-o.1r. compared lo 

'ts BCPH f 11 ing . Sprint ' s BCf'H f! l l ng """'· mut c thd n tw 1 ce lh" 

numbe r of Standalone swit:ches and hosts than lts SCJS run , 

Tr . ?.789- 90) 

c. GTEFL Input Erro r s 

Unlll:e BellSouth and Sprlnt -!'lorH"l<t , GTt:fJ, d•d not use th~ 

BCPI1 rlefault switch prices f or all Its S'"'ltc hes . 1\ r ev1ew of 

ncr:~ tndic .. tes that data for certain s wl tch<>:. l<dS entered through 

the SCM ,;nee 1nputs . (PetZlnqer , Tr. 2790) It <~PP<'ar:, tl1<tl 

t>Tr:r-L enton:d dttt:a 1nto the SCM for 52 stantl<tlollc, 1.> host o~nd 11 

:emote SWitches . These appe<>r t. b<! GTf: ' s GTP-'• swttclws . GTt:n. 

,,!so selected 21 ~E:SS and DHS - 100 standaloue SWltCh·~s t.o be 

entered v 1a SCI~ . llo SESS or [}!~$ hosts or remoLI!S wf'r.• 1ncluded . 

IPetzinger. Tr. 2790! The presence o! GTD-Ss In GTf: ' s mi x ture of 

:.wn.;hes renrlers GTE ' s s w1tch costs Jn<Jpproprtdte lor usr. The 

GTl>-5 cll:arly 15 not forward looking l<·<Jst co:.t technoloqy und 
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should be e>. ... luo~:t l.om calculatlon of usr costs . ([·et~lnqer , Tr . 

CONCUJSION 

'rt.· J' ·1:1 1: I •L ... lly tlawed d:i d aa tdc l to r the s wttch nh.:u.!ule . 

! • ',•ltt.·s on mil:;s I VI' amounts o( propn eta ry dat.. ""d pr• pnetary 

:"'I<H:Is th.Jt m.l •·O BCPM virtually te~poss1ble to validate. BCPH ' s 

·~o r!y co:nplex model1ng to granul.:>ruc s witching investment Into 

.,.,., y ~mull , d1 :.<.:1 1'\(' lunctlons docs not add accoriH·y to th•.-

Hto~l'/!il~. 11 d •••:; not ,.dd •lCCUrut''/ U1 lhP mt.JdCl , .and tl d .. H'!'I nol 

U.t re:;·:lt.s tor l'.·t ~un.-!lng . c•nl y odd: 

.. tl••X1'j'. 

Jl<~Ctlcal purposes. and tremendously Increases the pr~.b .. b!llty of 

•·rrors . 7he moru complex a model i:; , tt.c greater the probability 

!:.rrrs . llo..tcver, should this Com:ntsston d••cldl! odopt the 

(p) Traff1c data 

AT&T, :~cl ""d ~:orldCom : 
• · Th<• values tor tt11s 1nput huvc bcon includl!d ln 
•lJ, PJn-1, $(•Cll1Jn ~.3.1 thnuqh ·l.J . l5 and l!JW-C 
.np n scr"'"' ••nttll•·d Traffic Pardr.:<:tcrs. • • 

... •lf·l :- ·r r. ·•l• 'halucs c..rc shown 1n Ex. 4 ~, GJ~·:- '· 

(q) S1gnal1n9 system costs 

ATLT, MCJ illld Wo1ldCom: 

f.XhlLlt 
ln the 

·· The valu••s tor thts Input have been 1nclu•Jc J Ill Exl.tbl~ 
•13 , DJi-1- ) , Sl1CtiOn 4.7 . 1 through 4.7.14. •• 

:n<• appropntlll• v&lucs are shown In Ex . 4 ) , DJI1-J . 
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( r ) Tr a nspor t s y s tem costs and assoc1atod va r 1ab l oa 

AT&T, P-rJ .:.nd l·lo: ldCom : 
: ;-Tiu;,v .. luc" fo r tt;ls input have been Jncludcd 111 t::xhib~t 
4'1 , [)JW-:.1, Se~Uon 4 . 4 .1 t h rough 4.4.24 and 4 . ~ . 1 Lhrough 
~~ - ~ . 14 .·· 

The approprt<Jlc values an shown in Ex . 43 , at DJvl-3 . 

( s ) Expens e s 

r,T&T, MC ! and vlo rl dCom: 
··The values to r this input hnve been included in Exhibit 
•1 3 , tl.J'h- ~ , Sect ton S and l'.pponch cr s C and r~, .... n.d DJ'i\'- 6 tn 
flw lup111 :-.c r ~eus ·~nt l llPd F:xpensf':L ·· 

The comn!ssion should not accept o r rely on the operat!ng 

e xpense:; profJo:wtl by Bell South, GTF.F'I, o r Spont- flodd~ . Nore o l 

th•·se ILE:Cs l.aw: prov1ded any documentation with theic respucUve 

lJ.1lfUJS thdt would e nable a party Lo v"rl 1 y lhe 

uppropr •.ttt•ncss o f t.he their proposed cxpunse inputs . t t.l?.rmu Tr . 

Fu~ether , the- opc raung expense Jnputs lor tht:se II.ECs arc 

t.<•se·J p • .n ·•pally or. hlstooc .. l costs ,md •nc lude other 

. r .. •r-pr p: ••te costs that arc not refll!Ctlv<· of : n wa r j- lookinq 

.. 1pt~L 1 ll ve costs . tLe rma Tr . 269~-96 ) 

In il competitive environment. , G&A e xpenses are constderably 

,.jss t.hdn tho~c retlccted by BellSouth , GTEF'L and Spnnl 111 the1 r 

l• f·P(' fl'./o• a,~i :-: ftl.nq S , In o~ddll ton , lc-,•:tl 

.. 
•> • ,.~hnology produces lower netwo rk o pe ratln<J e xpenses in a 

·(•tttiJ'"Llli •.•e c:av1 r o nrnent . BecaJse cur rent. trends show network 

'i"'' <Jll<lfl'> e xpenses per l1ne declining, they c1.n t)C e xpeclc<J t.o 

! e l••ss thdn t.he hist.orical levels reflected 1n IJcllSouth ' s , 
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GTt:; ' :; did Sprtnl' s opcrat1ng expense inputs . !Lerma Tr. 26971 

f"il~ther , !!~ll~?ut.h iTErL and Spnnt- Florida tnappropnillely have 

"10' 1 lnc-IUJlth" a .vcrusi.ng is inappropridtC bccuu:w thc• 11.~:1·:: d n 

vt.rtual!y no advert ising for basic local service. (Lerma Tr . 

BcllSoutll and Sprint also lacludeu nonrecur:-inc; 

charges 1n the1 r e xpense 1nputs . which inappropnately causes 

ck•uhl c recovery of NRCs . (Lerma T· . 2709) If the Cornr.ussion 

udopts the BCPI-! , the e xpense Input errors noted abov<' must be 

l.."U I l • '\ t l-'l f . 1"llt• ,,pprorri.HP corrccuons (or eilch I!.!::C arc shown 

In E.<htbitS 1:os . 91 (ALR- 3) and ~2. 

(t) Other 1nputs 

•\Ti.T , 11CI and WorldCom : 
· · The input values for all o ther 1nputs hnve been tncluded 
1., E: xh1b1 t. 43, o.m-3. · · 

The appropr.late values arc sho,.·n 111 Ex . •:J , al DJ'fl-3. 

iSSUE 5: (ill 1'"or purposes of deLcrrn.lnlng thr- cost. of !:>as1c 
local t.elecommuJ.tCCltl.ons serv1ce appropnatc l or esl,lbllshtng a 
permanent un1versal service mechantsm, to1 whtch r'l o rida local 
L:XChunge compan1es must the cost o f basic local 
te 1ecoll'.ll1Unicat ions service be de term! ned us1 ng the cost proxy 
model ldcnttfied in Issue 2? 

Cbl for each o( the LE:Cs ldentifi<:d in (a), what cost 
tesults trom ustng tho input values idcnt.tficd tn Issue 5 in t he 
...:o~t. p:::-ox y :nodol .idont1.!1od 1r1 :ssue 27 

AnT, 11CI 
• • (a) 

• • ( b I 

and WorldCom: 
Costs should be de·:e !oper: liS!n<J the same c-ost 
proxy model ~or O~llS••uth , G:'f:ri. olld Spt tnt . · · 

Cost rcsul ts by wl rectont<•: !or Be II South, GTE:rl. 
and Sprinl arc sho· .. m ln !:xldbll •:3 , ;,tt<~··r.t ~nt 

DJW-!i (Revised 10/6/98). 1'1w Lol<d cost ,md •• v .. r<~qe 
cost per residence ltne per month IS as follows: 
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.Bell South 
GTE 
Spont - Um ted 
Sprlnt-Cencel 

Total 

S649 . 9M 
S260 . 1t~ 

S223 . 5N 
$$70 . 4t~ 

1\vg . / Month 

$1~ . 43 
$15 . 37 
$19 . 06 
S2b . 67 .. 

Be11South , GTE, and Sprint-Florida should b~ requ> red to use 

the same cost ntethodo l oqy . The eo:>t :; Lud I e,; shou 1 d be 

spectfic geograph1c a r ea . The cost study fo:: each L::c should be 

jl•ncnc tn o rder to bQ appropdalt.ely tnoepenocnt of the tnc:umoent 

:.r:c• s .:mbedded networl: and opl"ra'l:tons . (Guepe , T~. "89-.)901 Input 

tac:tor s should be speclfic to the .,eog rapht r .u.,.,t; h<>lnq modeled . 

The coca 1 forward-looking costs to provtde un i ·:crsal se rvice 

~erved by !lellSouth, GTE:FL and Spnnt-Floruiu "'" set lot tl• 

•l•ove . (Guepe , Tr. 690 ; Ex . ·13, 1\tLt~chmcnt DJ~I-!. (re•nsed)) 

BellSoulh' s producliv,Ly !actor :s undcr:ctot.,d . '~h ll.-. 

DelJSouth Included a 3. 1• produc~ivlty 1~ L<> : 111 Its Cll1nq, this 

pd!lry amount lS h~$S than half the G. Sr prodtv· · lv1Ly !c:aclor 

•'P!>roved by the FCC. The FCC' s producl!vll y I<Jt:ll>r , ln turn , ls 

lower than the 7\ lrend tn d~cltning expenses . 

The cla 1m by Sprint ' s wnness llll'l.cr~•o r1 o! ;, i'l• ·~xpense 

r.:ducuon 1s mJsle~ding . H1s rcducL.on con:;lo>l•"d :;t•.ply o l 

ll.!mov•nq local expcn~;~cs in ARMIS from total AFl~lS -.xpcr.~es . 

There was no attempt to reduce local exp~nse to rpflccL tr.creased 

product lVlLy, rc-cngineering or the downward trend 10 exp<•ns<>s . 
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ISSU£ 6 : (.,1 for purposea of determunng the cost of bas1c 
local te.eco~mun1cat1ons servtce appropriate for QStabllsh•nq a 
permanent •mtvcrsul ser vice mechantsm, should the cost of baste 
loc.d tclc~·'mmur.lc:ations :,rrvtce !or each of the LECs Lhac serve 
fc·.rer th<1n l'lO , Orll access lu•es be computed u:nn<i llw cost proxy 
model Hient1L".J in Issue 2 w~t~ the tnput v .. lucs ldo·nLL!tcd 111 
Issue 4? 

<ol II yes . tor each of the LECs that serve fewer than lCiv , ono 
,1cccss llnes , what cost resu l ts from ustnq tho.! Input \'alues 
1denu !led 1 n Issue 4 in the cost proxy mode I ttlcntl fled "' I ssu!! 
21 

let II not , f or each of th!! F l or1da LECs that serve [ewer than 
IOO, CIOO access lines, whot app r oach should be emplnycd to 
detenn1ne the cost vf baste l ocal teleco!Miunicauons scrvtcc und 
wl1•1t is the rcsul t lnq cost? 

hT&T , XCI <J!Id ~lorldCom: 

•" (d) NO . ThlS lS con:astent Wlt:h tn'.: :" .. .;; dCtt~rm.!'ldl~On , ror 
lntcr:;tate lll gh cost fund purpo:.cs , that n1rdl LECs 
w1ll not be requ1red to use " torw<.~rd-looltlnq co:>t 
met:hodology at least u~tLl Jar.unry l , 2001 . · • 

·· ,b) Not applicable." 

·· (c) Since there ls no locat co"'p<!Utlon 1n these areas and 
universal service is not ]eopardiz!!d , lt 1s dppronr•atc 
Lo de!er determination of unl vc: sal s!!rvice costs dnd 
subsidy needs unti 1 the f"CC ac.k.ll c:.:;es thl:; I ssuc or " 
·u~al !Lf:C can denonstral€· .. spec::tltc need tor 
support. ·· 

The i'CC has dcterm1ned tha,, for lnterstar.e htgh cost rund 

1 urr.oses , rural LECs will not be r.,qutrc>d to l..S" " forward-

l~nking cost methodology aL loast unLtJ Janu~ry 1. ?001 . l L mJy 

not be appropnatr.: at this time to requ: re sm,d l l.f:Cs to use ~hl• 

"""'c cost proxy model as the larqe LECs . ll.ecma , Tr. 689) In 

•ddltion , due to the compressed time ln whtch thts proceeo1ng has 

ldten place, tl1ere was an inadequate tlme 111 whirh Lo perform a 
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reasondbl~ exarn.n< tlon of the small L!::Cs ' cost stutlies . 111 VlCW 

ot Lne lc.c; 01 ;ornpetllion 1n rural u:c tern tor1es and the 

!:,ubi! tty to auequately <-xarn1ne :he small LECs ' cost studies, the 

'"Wil ... :-ttl>n should d('f~r detcrm1natlon of universal serv1Cc t:,..~ts 

.~nd ;;ubsHJy lll!Ccl': until the fCC addresses Ull :; 1"''"'' o : <1 rural 

lLEC c.tn h:~moustz dLC ,, :.-:pcc.;ll ic nct•d for ::;upp u t 
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tli\! Cun"'"·Sh>n recommend to thu florida lc<Jl"l"turc the HJ\l 5 . 0.1 

,·.,:;t proxy mor.eJ and 111pu ~ vnlues as Lhe most appt opnate cost 

proxy model c.nd values to determtne the cost or baSil.. loc.al 

l.<·lecon•11Unicaliotls ser vice in Flor ~da . 

i) 
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