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I.
BACKGROUND AND EDUCATION
Q.
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Steven E. Turner.  My business address is Kaleo Consulting, 1130 Creekwood Drive, Garland, Texas 75044.

Q.
BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
A.
I head my own telecommunications and financial consulting firm, Kaleo Consulting.

Q.
PLEASE DESCRIBE YOUR EDUCATION.

A.
I hold a Bachelor of Science degree in Electrical Engineering from Auburn University in Auburn, Alabama.  I also hold a Masters of Business Administration in Finance from Georgia State University in Atlanta, Georgia.

Q.
PLEASE DESCRIBE YOUR WORK EXPERIENCE.

A.
From 1986 through 1987, I was employed by General Electric in its Advanced Technologies Department as a Research Engineer developing high speed graphics simulators.  In 1987, I joined AT&T and, during my career there, held a variety of engineering, operations, and management positions.  These positions covered the switching, transport, and signaling disciplines within AT&T.  From 1995 until 1997, I worked in the Local Infrastructure and Access Management organization within AT&T.  In this organization, I gained familiarity with many of the regulatory issues surrounding AT&T’s local market entry, including issues regarding the unbundling of incumbent local exchange company (ILEC) networks.  I was on the AT&T team that negotiated with Southwestern Bell Telephone Company regarding unbundled network element definitions and methods of interconnection.  A copy of my resume is attached as Exhibit SET-1.

Q. HAVE YOU PREVIOUSLY TESTIFIED OR FILED TESTIMONY BEFORE A PUBLIC UTILITY/PUBLIC SERVICE COMMISSION?

A.
I have testified or filed testimony before the commissions in the states of Arkansas, California, Colorado, Hawaii, Kansas, Minnesota, Missouri, Nebraska, Nevada, Oklahoma, and Texas.  Additionally, I have filed testimony before the Federal Communications Commission (FCC).  A listing of testimony that I have previously filed is attached as Exhibit SET-2.

II.
PURPOSE
Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
The purpose of my testimony is to provide an evaluation of the cost studies filed by U S WEST Communications, Inc. (U S WEST) and GTE Northwest Incorporated (GTE) related to physical and virtual collocation.  This evaluation will be conducted using the FCC’s Second Report and Order regarding Physical Collocation as a standard for evaluating the collocation costs of an ILEC as directed by the Commission.  In developing this testimony, I have reviewed the cost studies U S WEST and GTE filed in this proceeding.  These cost studies fail to provide the Commission with the information necessary to determine the cost basis for collocation in two significant respects.  First, U S WEST and GTE have provided little supporting information as to the inputs that they used in developing their collocation costs.  Throughout the cost studies, U S WEST and GTE simply note an investment amount for a collocation category, but provide no supporting information as to the development of this investment amount.  This testimony will note specific instances of this problem as I review the different collocation categories.  Second, U S WEST and GTE have not provided the methodology used in determining the cost for collocating in its central offices.  This information is vitally important in determining whether U S WEST and GTE developed the costs in a nondiscriminatory manner for new entrants.  This testimony will identify important areas where U S WEST and GTE have failed to provide information regarding their methodology to calculating the costs of collocation and why information regarding the methodology is critical to ensuring that collocation costs are nondiscriminatory.  Further, this testimony will outline the methodology U S WEST and GTE should use in calculating the costs for various collocation categories.

Q.
HOW WILL YOU ADDRESS THE SPECIFIC REQUEST MADE BY THE COMMISSION TO EVALUATE THE U S WEST AND GTE COLLOCATION COST STUDIES AGAINST THE GUIDELINES PROVIDED BY THE FCC?

A.
Throughout my testimony, I will draw from the FCC’s June 13, 1997 Second Report and Order on Physical Collocation to evaluate the methodology utilized by U S WEST and GTE in developing their cost studies and the extent to which the ILECs have complied with the FCC’s requirement to provide sufficient cost support for every collocation element.  The FCC does not specifically comment on every area of physical collocation for which these companies have provided costs.  Consequently, there will be collocation rate elements for which I will be unable to draw specific information directly from the FCC’s Second Report and Order, but will provide a critique of U S WEST and GTE’s cost development based on the general approach the FCC used to evaluate the physical collocation costs submitted by the various ILECs.  The first section of this testimony will describe this general approach and its impact on evaluating U S WEST and GTE’s reported physical collocation costs.

Q.
DOES U S WEST INDICATE THAT IT MADE CHANGES TO ITS COST STUDIES TO REFLECT DIRECTION FOUND IN THE FCC’S SECOND REPORT AND ORDER?

A.
Yes.  According to the testimony of Mark S. Reynolds, U S WEST made four modifications to its cost studies based on findings in the FCC’s Second Report and Order.  Mr. Reynolds provides this assertion in his July 9, 1998 testimony, but does not indicate whether these modifications are reflected in the cost studies filed in May 1998.  In reviewing U S WEST’s May 1998 cost study, it is impossible to determine whether Mr. Reynolds’ assertions are accurate in at least two areas.  First, Mr. Reynolds asserts that “U S WEST modified key factors used in its enclosure bid calculations (removed a 20% Americans with Disabilities Act (ADA) factor and modified a contingency factor from 20% to 15%).”
  It is impossible to determine if this assertion is correct because U S WEST did not file a cost study supporting its non-recurring cost for the cage enclosure.  It would appear by its failure to file a cost study, moreover, that U S WEST intends to price this collocation element at an individual case basis (ICB) rate.  The FCC has clearly rejected ICB pricing for collocation, which I discuss in more detail below.  



Second, Mr. Reynolds asserts that “U S WEST adjusted its EICT NRC, Quote Preparation Fee and Inspector Labor rate elements to remove cost of money, depreciation, and income tax.”
  As with the collocation enclosure element above, U S WEST did not file a non-recurring cost study supporting its costs for the EICT NRC.  As such it is impossible to know whether the “cost of money, depreciation, and income tax” as required by the FCC have been removed.  Further, U S WEST is proposing a non-recurring rate for the Quote Preparation Fee (meaning it will not be ICB), but U S WEST did not file any supporting cost information for this rate element.  Again, it is impossible to verify Mr. Reynolds’ assertions.



In one other modification made in ostensible compliance with the FCC’s ruling, I believe Mr. Reynolds may have missed the point.  Mr. Reynolds asserts that “U S WEST no longer requires the application of the regeneration rate element to support DS-1 and DS-3 EICT rate elements at certain distances.”  As I will describe in more detail below, the removal of regenerators from its EICT cost was only part of the direction provided by the FCC.  More importantly, the FCC was making a clear statement about what it believed to be the maximum distance an EICT should ever traverse within an ILEC central office.

Q.
DOES GTE INDICATE THAT IT MADE CHANGES TO ITS COST STUDIES TO REFLECT DIRECTION FOUND IN THE FCC’S SECOND REPORT AND ORDER?

A.
No.  According to the testimony of R. Kirk Lee for GTE, no modifications were made to its cost studies to bring them into compliance with FCC’s Second Report and Order.  Specifically, Mr. Lee notes:  “The Company’s state specific collocation costs filed in Phase I of this proceeding are consistent with the FCC’s Order in all material respects.”

Q.
DO YOU AGREE WITH GTE’S SELF-ASSESSMENT?

A.
No.  GTE has failed to comply with the FCC Second Report and Order in at least two key respects that will be discussed in more detail below.  First, GTE has not provided the type of cost support for its collocation rate elements sufficient to determine whether its cost inputs or methodology are non-discriminatory.  Second, the FCC strongly opposed the use of ICB pricing for collocation elements in its Second Report and Order.  Contrary to this direction, GTE’s cost filing in this docket fails to provide cost support for numerous rate elements pertinent to collocation.  For at least these two reasons, this Commission should determine that GTE’s cost study does not comport with the FCC’s direction as found in the Second Report and Order.
Q.
HOW WILL YOU STRUCTURE YOUR REVIEW OF U S WEST AND GTE’S COLLOCATION COST STUDIES?

A.
A critical concern I have with U S WEST and GTE’s approach to developing collocation costs is that they have not utilized a forward-looking approach in developing their costs.  Said another way, U S WEST and GTE did not use or describe a systematic methodology for determining the forward-looking costs of collocation.  As will be seen below, the use of “improper methodologies” in developing the direct costs of physical collocation was a significant concern for the FCC.  This Commission is left to guess what methodology    U S WEST and GTE even used, if any, in developing their costs for collocation.  The second portion of my testimony will simply outline why a forward-looking methodology is critical to determining the costs for collocation.  The remainder of the testimony will review specific concerns with non-recurring and recurring cost elements for collocation for U S WEST and then GTE.  Each collocation cost category will be separately identified in the course of the testimony.

III.
FCC APPROACH TO EVALUATING COLLOCATION COSTS

Q.
BEFORE DESCRIBING THE FCC’S APPROACH TO EVALUATING COLLOCATION COSTS, COULD YOU GENERALLY DESCRIBE WHAT YOU BELIEVE THE FCC WAS ATTEMPTING TO ACCOMPLISH?

A.
Beginning in 1993, the FCC undertook a process to evaluate whether the rates, terms, and conditions for physical collocation being utilized by approximately 16 ILECs were just and reasonable.  To accomplish this, the FCC had these ILECs file their physical collocation tariffs (along with other supporting information) with the FCC.  Generally, the FCC evaluated this information and divided collocation into 14 basic rate elements for which it would compare the tariffed rates.  Upon comparing the ILEC’s rates, the FCC determined that some of the individual ILEC’s rates were “excessive” and ordered modifications to the calculation of a particular rate element for the ILEC.

Q.
WHAT PROCESS DID THE FCC UTILIZE TO CONDUCT ITS ANALYSIS?

A.
In paragraph 67 of its Second Report and Order the FCC outlines the process it used to evaluate the ILEC’s collocation rates.

(W)e examine all the LECs' direct cost justifications on a case-by-case basis.  Based on this analysis, we are making disallowances where we find that LECs miscalculate their direct costs or use improper methodologies for calculating their direct costs.


The important point here is that the FCC felt it important from a process standpoint to evaluate where the ILECs miscalculated costs or used improper methodologies and that this evaluation had to be made for the individual ILEC.  In following this guideline, this Commission needs to evaluate for each rate element whether U S WEST and GTE have used appropriate cost inputs (investment and expense amounts, and investment and expense factors) and whether the methodology used by U S WEST and GTE in determining these cost inputs is proper.

Q.
WHAT RESOURCE DEFINES WHETHER THE COST INPUT OR METHODOLOGY IS PROPER?

A.
Quite simply, the federal Act provides guidance on whether the cost input or methodology is proper.  First, collocation, like unbundled elements and other forms of interconnection, has a requirement under the federal Act that its rates “be based on the cost (determined without reference to a rate-of-return or other rate-based proceeding) of providing the interconnection or network element.”
 (Emphasis added.)  An evaluation of whether the cost input or methodology is proper will require determining whether the ILEC’s collocation rate is based on its cost.  Second, the federal Act imposes “[t]he duty to provide, on rates, terms, and conditions that are just, reasonable, and non-discriminatory, for physical collocation of equipment necessary for interconnection or access to unbundled network elements at the premises of the local exchange carrier.”
  (Emphasis added.)  A proper cost input or methodology will be one that is just, reasonable, and, most importantly, non-discriminatory.  In practice, for collocation elements and ILEC provides to itself (e.g. DC power, entrance facilities, connectivity cabling (EICT), labor), the ILEC needs to demonstrate that it has calculated the costs of providing collocation elements to CLECs no differently than how it provides those elements to itself.  For collocation elements the ILEC does not provide to itself (e.g. collocation enclosures), the ILEC needs to demonstrate that these costs are just and reasonable.  At the time the FCC began its evaluation of the ILEC’s physical collocation costs, the federal Act had not been passed.  As such, the process the FCC used in evaluating the physical collocation costs is helpful, but the standards for that evaluation must be taken from the federal Act.

Q.
ARE THERE OTHER PRINCIPLES WITHIN THE FCC’S SECOND REPORT AND ORDER ON PHYSICAL COLLOCATION THAT THIS COMMISSION SHOULD BE AWARE OF?

A.
Yes.  The FCC strongly denounces the use of ICB pricing in determining the costs for physical collocation.  Specifically, the FCC stated:

Tariff provisions permitting LECs to recover unspecified charges for additional, extraordinary, or individually determined costs deny interconnectors advance notice of all the costs associated with physical collocation, creating an uncertainty for the interconnector.  This uncertainty, in turn, may serve as a barrier to entering the interstate access market by interfering with the interconnector's ability to implement its business plans and to market its services.  In addition, this uncertainty may increase the risk of the interconnector's business and the price that the interconnector is required to pay to attract debt and equity capital to finance its business.   To the extent, therefore, that any of the LECs incur additional, extraordinary, or individually determined costs in conjunction with physical collocation service, they must file new tariffs identifying the service they are providing, the price of that service, the costs associated with providing the service, and justification for these costs.  This will ensure that interconnectors receive advance notice of all costs associated with physical collocation service and will permit the Commission to judge the reasonableness of the services proposed by LECs and the costs of providing these services.


In short, U S WEST and GTE should be required to file determinative cost studies for all of the rate elements it intends to utilize in providing physical and virtual collocation.

Q.
HOW WILL YOU USE THE FCC’S GUIDANCE IN THE TESTIMONY THAT FOLLOWS?

A.
First, I will address the question of how one can determine whether the methodology used in determining the costs for collocation is non-discriminatory.  The following section of testimony will outline the characteristic of a forward-looking central office and explain why the use of a systematic methodology is important to objectively determine whether the cost inputs are non-discriminatory.  Second, the remainder of the testimony will focus on many of U S WEST and GTE’s cost inputs used in their collocation cost studies.  Specifically, I will provide input as to whether the cost inputs used by U S WEST and GTE are cost-based, just, reasonable, and non-discriminatory.  Where the FCC provided pertinent information in its Second Report and Order regarding a particular cost category, I will incorporate this information into my testimony.

IV.
NEED FOR A FORWARD-LOOKING CENTRAL OFFICE METHODOLOGY
Q.
WHAT IS REQUIRED FOR PHYSICAL COLLOCATION?

A.
Physical collocation is nothing more than an arrangement that allows a competitive local exchange carrier (CLEC) to locate its own telecommunications equipment in a segregated portion of the ILEC central office.  The CLEC then pays the ILEC for the use of that space within the central office and is provided with the ability to enter the central office to install, repair, and maintain its collocated equipment.  Figure 1 displays the limited number of elements required to establish CLEC collocation areas in an ILEC building.  Specifically, these requirements are as follows:  (1) Fiber connectivity between the first manhole outside the central office and the CLEC’s terminal equipment; (2) -48V DC power connectivity between the CLEC equipment and a battery distribution fuse bay (BDFB); and (3) Copper connectivity (Voice Grade, DS-1, DS-3) between the collocation area and an appropriate ILEC cross-connect.  These elements are discussed in greater detail below.
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Q.
IS PHYSICAL COLLOCATION A HIGH TECHNOLOGY ACTIVITY?

A.
No.  Physical collocation is a low technology, nuts and bolts activity used by a high technology industry.  It primarily consists of setting up metal cages to hold CLEC telecommunications equipment, and providing the following types of connectivity: fiber from the CLEC coming from the manhole into the cable vault and to the collocation cage; copper connections to the ILEC cross-connects to pick up unbundled loops or connect to the ILEC network; and connectivity to the -48V DC power source.  This set-up requires building the cage, installing cables on racks, and properly grounding the equipment.

Q.
GIVEN THE SIMPLICITY RELATED TO COLLOCATION, WHY IS A SYSTEMATIC METHODOLOGY NECESSARY FOR CALCULATING ITS COSTS?

A.
Virtually all of the cost categories in collocation consist of spatial relationships.  All of the connectivity calculations for power, grounding, entrance fibers, or circuits require assumptions regarding the length from one point to another within the central office.  A systematic methodology provides a means for conveying a structured way of handling these assumptions.  U S WEST and GTE have not provided anything remotely resembling a systematic methodology for calculating these connectivity lengths in their collocation cost studies.  As a result, the cost studies filed by U S WEST and GTE are inconsistent with the approach adopted by the FCC in its Second Report and Order on evaluating the costs of physical collocation.  Moreover, U S WEST is inconsistent in its treatment of connectivity lengths within its cost studies.

Q.
HOW HAS U S WEST BEEN INCONSISTENT IN ITS TREATMENT OF CONNECTIVITY LENGTHS?

A.
U S WEST has used two different approaches to calculating connectivity costs within its collocation cost studies, neither of which is sufficiently documented.  First, some of the connectivity costs (Entrance Enclosure and Expanded Interconnection Channel Termination (EICT)) are calculated assuming an “average” connectivity length.  In the case of the Entrance Enclosure, U S WEST provides no information as to how it developed its average connectivity length.  Worse yet, for the EICT, U S WEST used as its average connectivity lengths (for DS1 and DS3 connections) the maximum length allowed without requiring regeneration.  This connectivity length assumption bears absolutely no reflection of the actual length required within the U S WEST central office and does not comport with the FCC’s guidance.  The extent to which U S WEST’s assumption discriminates against CLECs will be discussed in more detail later.  Calculating these connectivity lengths with a systematic methodology would enable this Commission to determine whether the lengths were based on a forward-looking central office and a non-discriminatory allocation of central office space.  However, at present, U S WEST has neither provided a systematic methodology nor has it provided any legitimate supporting information regarding the development of its average connectivity lengths.



Second, other connectivity costs (Power Cable Installation) are not based on average connectivity lengths.  Instead, this collocation cost category is priced on a per foot basis.  This situation is significantly worse than the one identified above.  First, the CLEC has no means to estimate the costs for power until U S WEST provides a quote.  This “individual case basis” (ICB) approach to calculating the costs for collocation places the CLEC at the complete mercy of its competitor in determining its cost structure.  Second, this approach to calculating connectivity costs largely eliminates this Commission’s role in reviewing costs.  When connectivity costs are priced on a per foot basis, this Commission cannot know whether CLECs will be paying $41,007.00 for a 60 Amp power feed of 300 feet or $6834.50 for one of 50 feet.  Given that efficient ILECs avoid long power cable feeds by utilizing BDFBs within their central offices, a 300 foot power feed would be entirely discriminatory and would place CLECs at a significant disadvantage to U S WEST.
  Nevertheless, U S WEST’s approach to costing power connectivity will prevent this commission from evaluating the treatment of these costs.  A systematic cost methodology as required by the FCC’s Second Report and Order would enable the Commission and petitioners to determine what connectivity length should be used for power and provide a determinative cost for these important areas of collocation.

Q.
ARE THERE OTHER COLLOCATION COST CATEGORIES, BESIDES CONNECTIVITY LENGTHS, THAT SHOULD BE CALCULATED USING A FORWARD-LOOKING SYSTEMATIC COST METHODOLOGY?

A.
Yes.  The connectivity length discussion above is simply a detailed example of how a systematic collocation cost methodology is necessary to effectively evaluate the costs of collocation.  Every area of collocation will be affected by the assumptions regarding the forward-looking nature of the methodology.  In short, U S WEST and GTE have not provided a systematic cost methodology nor have they used a forward-looking approach to calculating the costs of collocation.  Instead, U S WEST and GTE have simply provided a set of collocation cost inputs with no system explaining how these cost inputs were developed.

Q.
HOW SHOULD ONE APPROACH THE DEVELOPMENT OF A SYSTEMATIC COLLOCATION COST METHODOLOGY?
A.
Since the majority of cost elements associated with collocation are related to space planning and connectivity lengths, a forward-looking collocation cost methodology should be developed based on the application of “best practices” in these engineering areas.  In other words, all of the investment and expense amounts identified through use of the systematic cost methodology should reflect the best space planning and connectivity engineering practices available at present.  These investment and expense amounts could then be converted into the non-recurring and recurring charges necessary for collocation.
Q.
WHAT FACTORS WOULD YOU CONSIDER IN DETERMINING THE BEST PRACTICES FOR IMPLEMENTING COLLOCATION?

A.
“Best practices” assume the use of cost efficient technology and require only as much building space, labor, and materials as needed to properly place all equipment, including the appropriate amount of space for auxiliary equipment.  “Best practices” also assume that the ILEC’s decisions relating to collocation of a CLEC at the ILEC’s central office will be made on the same basis as the ILEC’s decisions for placing its own equipment.

Q.
WHY IS IT IMPORTANT TO IDENTIFY THE INVESTMENTS ASSOCIATED WITH COLLOCATION BASED ON THE USE OF BEST PRACTICE SPACE-PLANNING STRATEGIES?

A.
CLEC collocation at an ILEC’s central office is essential for the CLEC to provide local service efficiently with unbundled ILEC loops or other elements.  Without collocation, there would be no way for the CLEC to efficiently serve the traffic coming from the unbundled loops or to interconnect with the ILEC’s network.  Thus, collocation is essential for new entrants who plan facilities-based entry.  At the same time, collocation at the ILEC's central office is largely under the control of the ILEC.   In a competitive environment, an ILEC will not have the incentive to minimize the costs to CLECs for collocation.  For example, the ILEC will not have the incentive to make space in its central office available to a CLEC on the same basis as it uses for making space available for additional equipment of its own.  Basing the collocation cost methodology space -- and thus investments -- on best practice space planning will ensure the inclusion only of costs associated with an efficiently located collocation space.

Q.
IN WHAT RESPECTS HAVE U S WEST AND GTE COMPLIED OR FAILED TO COMPLY WITH THIS TYPE OF SYSTEMATIC APPROACH?

A.
As indicated earlier, some of the connectivity lengths used by U S WEST are based on “average” connectivity lengths.  However, U S WEST -- and GTE for that matter -- did not provide any information as to how they developed these lengths.  The other parties and the Commission are left entirely to guess as to the development of these lengths.  For most other cost categories there is not even a hint that U S WEST or GTE used a systematic methodology to develop these costs.  In short, U S WEST and GTE have largely failed to comply with any type of systematic methodology as required by the FCC in its Second Report and Order to develop the costs for collocation and have not even documented the approach it utilized.

V.
CONCERNS WITH U S WEST’S NON-RECURRING COLLOCATION COSTS
Q.
PLEASE DESCRIBE WHAT YOUR TESTIMONY WILL COVER IN THIS AREA.

A.
There are six categories of non-recurring costs in U S WEST’s collocation cost study:   (1) Entrance Enclosure; (2) Fiber Splicing; (3) Power Cable Installation; (4) Labor (Engineering, Equipment, Maintenance, Inspector, and Training); (5) EICT; and            (6) Quote Preparation Fee.  I have already made general comments regarding U S WEST’s failure to provide sufficient information justifying the inputs used in calculating the costs.  I have also commented on U S WEST’s failure to use a systematic methodology in developing these costs, particularly those related to connectivity lengths.  These failures alone cause U S WEST’s cost study to fall short of the standards required by the FCC Second Report and Order.  However, this section of testimony will highlight some additional concerns with how U S WEST developed its costs for many of these specific non-recurring cost categories.  Further, where available I will incorporate specific input provided by the FCC in its June 13, 1997 Second Report and Order regarding Physical Collocation.

A.
ENTRANCE ENCLOSURE

Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH U S WEST’S ENTRANCE ENCLOSURE NON-RECURRING COST?

A.
Entrance enclosures are a normal and existing part of an ILEC central office.  The ILEC uses them to bring its own fibers into the building.  As such, there is no need to construct an entirely new entrance enclosure for just the CLECs.  However, this is precisely what U S WEST did in its cost study.



U S WEST assumed that three CLECs would construct a new entrance enclosure just for the CLECs.  Further, U S WEST assumed that these three CLECs would only install one conduit with three innerducts within the single conduit.  While the assumption regarding the number of innerducts per conduit is acceptable, multiple conduits can be and are installed in the ILEC’s entrance enclosure between the utility hole and the cable vault.  The effect of U S WEST’s assuming such inefficiency on the part of the CLECs overstates the cost of the Entrance Enclosure by at least an order of magnitude.

Q.
HOW SHOULD U S WEST HAVE CALCULATED THE COST FOR THE ENTRANCE ENCLOSURE?

A.
As a starting point, U S WEST should have evaluated what the best practices are for constructing its own Entrance Enclosures particularly noting the efficient number of conduits and innerducts that it installs for its own use (assuming efficient engineering practices).  Based on this information, U S WEST could then evaluate what the cost would be per innerduct for a CLEC to install its own fiber cable (not individual pairs as U S WEST has done).  Finally, U S WEST should recover this investment on a recurring cost basis rather than a nonrecurring basis given that this investment will be shared among the CLECs and U S WEST and is reusable.  The result of this approach would be a monthly recurring cost for use of the Entrance Enclosure based on the capacity used by the CLEC.

Q.
DO YOU HAVE OTHER CONCERNS WITH THE ENTRANCE ENCLOSURE COST STUDY?

A.
Yes.  I have already alluded to this problem above, but it occurs throughout U S WEST’s collocation cost study and needs to be emphasized.  With U S WEST’s Entrance Enclosure cost study, U S WEST identified that 150 feet of Riser Rack would be required for the three CLECs placing entrance facilities into the building.  As with the conduit installation referenced above, U S WEST has incorrectly assumed that only the CLECs would utilize the 150 feet of Riser Rack.  Moreover, U S WEST has assumed that only three fiber cables (12 fibers each) would be installed on the Riser Rack.  U S WEST has used the most inefficient means possible for taking the entrance facility into its building.



The Riser Rack is capable of holding numerous cables largely consisting of those used by U S WEST.  Consequently, rather than having the CLECs pay to install its own woefully underutilized Riser Rack, U S WEST should be required to evaluate the capacity cost of a CLEC using existing Riser Rack space for a fiber cable.  Again, this asset would be shared among U S WEST and the CLECs and is reusable.  As such, the investment for this asset should be recovered on a recurring basis.  This type of problem occurs regularly through U S WEST’s cost study and should be corrected to come closer to a reasonable, nondiscriminatory forward-looking cost study.

Q.
DOES THE FCC PROVIDE ANY INSIGHT INTO DEVELOPING THE COST FOR THE ENTRANCE ENCLOSURE?

A.
Yes.  At paragraphs 121 and 122, the FCC discusses Bell Atlantic’s development of a cable racking charge.  At one point, Bell Atlantic had developed its cable racking charge assuming the CLEC would pay for a dedicated rack between the interconnection point and the CLEC’s collocated equipment.  MFS complained that this was a discriminatory approach to developing the cost for cable racking.  Subsequently, Bell Atlantic modified its cable racking charge to reflect the shared use of this asset that in fact occurs.  The FCC approved of this modification in this discussion.  U S WEST should be required to utilize this same principle in the development of its costs for the Entrance Enclosure.  Virtually all of the investments identified in developing the Entrance Enclosure cost can be shared between the ILEC and multiple CLECs.  A new Entrance Enclosure is not required for just three CLECs placing only 36 fibers.  As such, U S WEST should be required to developed the cost on a usage (or capacity) basis for the Entrance Enclosure, not on a dedicated basis.

B.
FIBER SPLICING

Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH U S WEST’S FIBER CABLE SPLICING NON-RECURRING COST?

A.
This is one of many cost categories where U S WEST simply asserts a dollar figure at the top of a cost calculation and transforms it into a non-recurring cost.  There is no supporting rationale for the starting number or any back-up information on how it was derived.  Unfortunately, this lack of supporting documentation is rampant throughout the U S WEST collocation cost studies.  Further, this lack of supporting documentation on the cost inputs and methodology used to develop the direct costs of collocation is precisely why U S WEST’s cost study is wholly inconsistent with the FCC’s direction in the Second Report and Order. Consequently, the following discussion will only pertain to U S WEST’s cost results.



My experience with fiber splicing is that it takes approximately three hours to set up for a fiber splicing operation. Assuming a technician labor rate (including cost factors) of approximately $50.00 per hour would yield a cost of approximately $150.00.  U S WEST has shown its Fiber Cable Splicing NRC per Setup to be $605.14.  Therefore, U S WEST must either be assuming an inordinate amount of time for set-up (approximately 12 hours) or must be using an exorbitant labor rate (approximately $200.00 per hour).  Again, given the lack of supporting information provided by U S WEST there is no way to make this determination.  However, the final cost should be more in the range of $150.00 for Fiber Cable Splicing per Setup.



A similar concern arises with the cost for Fiber Cable Splicing per Fiber Spliced.  My experience with fiber splicing is that it takes approximately five minutes per fiber splice. Assuming a technician labor rate (including cost factors) of approximately $50.00 per hour would yield a cost of approximately $4.17.  U S WEST has shown its Fiber Cable Splicing per Fiber Spliced to be $48.38. Again, U S WEST must either be assuming an inordinate amount of time for fiber splicing (approximately 58 minutes per splice) or must be using an exorbitant labor rate (approximately $580.00 per hour).  Again, given the lack of supporting information provided by U S WEST there is no way to make a clear determination on the problem.  However, the final cost should be more in the range of $4.17 for Fiber Cable Splicing per Fiber Spliced.

C.
POWER CABLE INSTALLATION

Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH U S WEST’S POWER CABLE INSTALLATION NON-RECURRING COST?

A.
Earlier in this testimony, I outlined that it is vital that connectivity lengths (such as with Power Cable Installation) be determined through the use of a systematic collocation cost methodology.  With Power Cable Installation, U S WEST has chosen to develop its costs on a per foot basis.  This approach leaves the CLEC in jeopardy.  U S WEST may arbitrarily place the collocation cage 300 or 400 feet away from the nearest power supply thereby costing the CLEC $41,007 or $54,676 for a 60 Amp feed, respectively.  Such  a variation on ICB pricing is entirely inconsistent with the FCC’s direction provided in the Second Report and Order.  U S WEST was able to estimate the average length of cable for the EICT and entrance fiber.  It should also be able to estimate the average length of cable for Power Cable connectivity.

Q.
IS THIS YOUR ONLY CONCERN WITH THE POWER CABLE INSTALLATION NON-RECURRING CHARGE?

A.
No.  This is another area where U S WEST provided none of the engineering or cost assumptions underlying its investment input in the cost study.  DC Power connectivity is one of the most important cost areas in collocation.  Frequently, this is an area where ILECs treat CLECs in a most discriminatory manner by not incorporating the use of BDFBs into the calculation of DC Power connectivity cost.



As alluded to earlier, the standard and most cost effective method of delivering 48V DC Power between the power plant and telecommunications equipment in a central office environment is to use a remote power distribution bay, such as a BDFB.  This is particularly true in a multi-floor installation or in circumstances in which long cable runs are required to reach the power plant.  The cost implications of excessive power cable runs back to the power plant could be used as a deterrent to CLEC collocation, because in many cases the cost of power cable increases much faster than the associated increase in distance.  The major reason for this disproportionate increase in power cable cost in comparison to distance is that power cable must be sized to provide the correct voltage at the equipment. Therefore, as the length of power cable increases, the voltage loss also increases, creating the need for larger distribution cables, often costing several times more per foot.



For this reason, the accepted best practice power planning is to install a BDFB in close proximity to the equipment it will serve, thus permitting the use of smaller, less-costly cables for power distribution. This also ensures that the -48V power plant will not become exhausted due to the requirement for many small fuses.  Figure 2 provides a schematic depicting the relationship between the - 48V power plant, the BDFB, and the end equipment.
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In summary, the use of a remote BDFB located in close proximity to the equipment it will serve has become the norm for providing -48V DC power to telecommunications equipment.  Specifically, this approach postpones the exhaust of the -48V power plant and is more cost-effective than running many large (and costly) power distribution cables all the way back to the power plant for equipment fusing.  This is the approach that would be found in U S WEST’s central offices and the approach that should be used in determining the costs for Power Cable Installation.

Q.
HOW DOES THE APPROACH U S WEST HAS UTILIZED TO DEVELOP ITS POWER CABLE INSTALLATION NON-RECURRING CHARGE COMPARE WITH HOW IT HAS DEVELOPED THIS COST IN PREVIOUS TARIFF FILINGS?

A.
Interestingly, U S WEST has utilized a determinative length cost approach in its Federal Virtual Collocation Tariff.  Specifically, U S WEST imposes a fixed (i.e. not dependent on length) nonrecurring charge of $3,167.21 for a 20 amp feed, $4,359.71 for a 40 amp feed, and $5,475.62 for a 60 amp feed.
  The development of a fixed length in determining the costs associated with the Power Cable Installation would be consistent with the FCC’s direction regarding the avoidance of ICB rates.  However, U S WEST would still need to provide support for its cost inputs and methodology used in developing this fixed length to be consistent with the FCC’s Second Report and Order.

Q.
DO YOU HAVE OTHER CONCERNS WITH THE POWER CABLE INSTALLATION NON-RECURRING CHARGE?

A.
Yes.  The general investment amounts for the DC power cabling investment appear to be entirely too high.  However, U S WEST has not provided any of the necessary engineering information to make a point-by-point comparison of its investments with industry norms.  Again, the only means to effectively evaluate U S WEST’s cost studies is to require U S WEST to fully disclose the engineering and process assumptions behind its investment calculations or use another systematic collocation cost methodology that is more verifiable.  This disclosure of cost input information and methodology is necessary for U S WEST’s cost study to be in compliance with the direction provided the FCC in the Second Report and Order.

D.
EICT

Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH U S WEST’S EICT NON-RECURRING CHARGES?

A.
One fundamental concern with the EICT non-recurring charges is that U S WEST did not provide any cost material supporting the charges.  The only information I was able to identify was an attachment to Mr. Reynolds’ testimony summarizing the non-recurring charges for DS0, DS1, and DS3 Channel Termination EICTs.  If, in the case of DS0 and DS1 EICTs, these are for a single EICT, these charges are significantly higher than what would be their cost basis.  However, there was no underlying information in U S WEST’s cost filing to evaluate the development of these costs.  Moreover, the FCC Second Report and Order, as I described earlier, outlined that the ILECs must demonstrate support for the cost inputs and methodology used to develop the direct costs for collocation.  U S WEST has not even begun to meet this requirement for the non-recurring costs associated with the EICT.

E.
QUOTE PREPARATION FEE

Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH U S WEST’S QUOTE PREPARATION FEE NON-RECURRING CHARGE?

A.
As with the EICT, the fundamental problem is that U S WEST did not provide any information supporting the development of this non-recurring charge.  The charge simply appears in Mr. Reynold’s testimony summarizing the non-recurring charges for physical and virtual collocation.  Without any supporting information it is impossible to provide feedback as to the development of the cost.  It is also impossible for U S WEST to demonstrate that its non-recurring costs are non-discriminatory and cost-based without this supporting information.  Finally, this lack of supporting information substantiating the cost input and methodology makes the U S WEST cost study wholly inconsistent with the approach outlined in the FCC Second Report and Order.

VI.
CONCERNS WITH U S WEST’S RECURRING COLLOCATION COSTS
Q.
PLEASE DESCRIBE WHAT YOUR TESTIMONY WILL COVER IN THIS AREA.

A.
There are seven categories of recurring costs in U S WEST’s collocation cost study:      (1) Entrance Enclosure; (2) Power Cable Installation; (3) External AC Power;                (4) Equipment Bay; (5) Space Rent; (6) EICT; and (7) Regeneration.  With the possible exception of the EICT, U S WEST provided no supporting information on the investment inputs for these costs.  Instead, U S WEST simply asserted an investment and the resulting recurring cost. Again, this lack of supporting information causes the U S WEST collocation cost study to be inconsistent with the direction provided by the FCC in it Second Report and Order regarding the review a collocation direct costs.  Moreover, these investments regularly appear to be significantly overstated as has been previously demonstrated.  U S WEST’s cost study does not comport with the requirements of the federal Act that there be a demonstration of the cost basis for interconnection.  I will not review each of these collocation cost categories to make the same point, but this section will focus on one of the areas, EICT, where U S WEST provided at least some (albeit insufficient) information supporting its cost study.

Q.
WHAT IS AN EXPANDED INTERCONNECTION CHANNEL TERMINATION?

A.
The Expanded Interconnection Channel Termination (EICT) is the cabled connection between the ILEC’s frame equipment (MDF or COSMIC) and the CLEC’s collocation.  Sometimes this element is confused with a cross-connect.  The difference between the EICT and a cross-connect is that the EICT is the infrastructure establishing the connection in the collocation area.  The cross-connect is the jumper that is run within the MDF or COSMIC to establish the path from the unbundled loop to the EICT.

Q.
WHAT ARE YOUR SPECIFIC CONCERNS WITH THE EICT RECURRING COST?

A.
There are essentially three concerns I have found with the EICT recurring cost:              (1) Inappropriate combining of designs in the EICT rate element; (2) Discriminatory cable and cable rack lengths; and (3) Incorrect and low fill factors.

Q.
WHAT IS INAPPROPRIATE ABOUT U S WEST’S COMBINING OF DESIGNS IN THE EICT RATE ELEMENT?

A.
In developing the cost for the DS1 and DS3 EICT, U S WEST has assumed four different designs in calculating the recurring cost for the EICT.  One of the designs utilizes a DSX connection on U S WEST’s side of the EICT.  Three of the designs utilize a DCS connection.  U S WEST then “weighted averages” these four designs together to develop the investment (and ultimately the recurring cost) for the DS1 and DS3 EICT.



The investment required for a DCS connection is considerably higher than that of a DSX connection (21 times greater for a DS1).  Additionally, the provisioning capabilities with the DCS are significantly greater than with DSX.  However, the choice should lie with the CLEC as to whether the CLEC wants to pay for the additional capability and cost associated with a DCS connection.  In short, U S WEST should be required to recalculate the cost of the DS1 and DS3 EICT to account for whether the CLEC chooses to connect to a DSX or DCS.

Q.
HOW HAVE YOU FOUND U S WEST’S EICT CABLE AND CABLE RACK LENGTHS TO BE DISCRIMINATORY?

A.
There is a considerable discussion within the FCC’s Second Report and Order on Physical Collocation regarding regeneration.  Ultimately, the FCC concludes that the ILECs did not demonstrate that regenerators would ever be required.  Specifically, the FCC found:

[I]t is unreasonable for the LECs to charge interconnectors for the cost of repeaters in the physical collocation arrangement because the record demonstrates that repeaters should not be needed for the provision of physical collocation service.  The record demonstrates that … a repeater is only necessary to maintain proper voltage level of an electronic signal when the length of cable between the interconnector’s cage and the LEC’s digital cross-connect bay exceeds 655 feet for a DS1 and 450 feet for a DS3.  A cabling distance of 450 feet is a considerable distance, and no LEC demonstrates that it needs more than 450 feet to cable to obtain interconnection.


U S WEST apparently believes based on this record or the technical limitation on when regeneration is required that it could assume a connectivity length on all DS1 EICTs of 655 feet and all DS3 EICTs of 450 feet.  This maximum length allowed before regeneration clearly cannot be the average length that U S WEST would utilize for collocations within its central office.  It is important to note that U S WEST uses a connectivity length of 150 feet for DS0 EICTs.  This length would also be far more appropriate to use for the DS1 and DS3 EICTs and is much closer to what I have observed U S WEST utilize in cost filings for other states.

Q.
HOW WOULD YOU RECOMMEND U S WEST CORRECT THIS PROBLEM?

A.
U S WEST should be required to rerun its EICT cost studies utilizing a connectivity cable of 150 feet for the DS1 and DS3 EICT.  Moreover, given the FCC’s decision regarding regenerators, U S WEST should not be permitted to have the option of placing collocation equipment beyond the maximum determined by the FCC (450 feet).  U S WEST’s continued insistence on including regenerators in its cost studies seems to hold open the possibility that the collocation area may be placed at an extreme distance from  U S WEST’s MDF (or COSMIC) and DSX frames.  Allowing U S WEST the opportunity to place the collocation area great distances from its frames opens the CLEC up to enormous power costs (unless this Commission rules in favor of a determinative distance) and other technical problems (more points of failure).  In short, using a connectivity length of 150 feet will more closely approximate a non-discriminatory cost for the DS1 and DS3 EICT and will discourage U S WEST from placing the collocation area in remote areas of its central offices.

Q.
HOW HAVE YOU FOUND U S WEST’S FILL FACTORS WITH RESPECT TO THE EICT TO BE INCORRECT?

A.
U S WEST apparently did not carefully consider how the CLECs would use the various investments associated with the EICT.  Fill factors are appropriate when the investment can be shared between multiple parties and the investment is purchased on a utilized capacity basis.  When this is the case, there is the possibility that the entirety of the investment may not be utilized.  To adjust for this possibility, a fill factor is applied to the investment.  U S WEST has not appropriately made this determination with respect to the sharing of these assets.



Specifically, the Collocator Block, Special Service Tag, Solid State Protectors, Pin Sleeves, Tie Cables (DS0, DS1, and DS3), and Jumpers are 100 percent purchased by the CLEC.  These assets cannot be shared by another CLEC after they have been ordered by the CLEC.  There is no under-utilization risk for the ILEC with these assets in that they are being paid for entirely by the CLEC.  If these assets are underutilized, the risk and cost is completely borne by the CLEC that ordered these EICTs.  In short, these assets should be treated with a 100 percent fill factor rather than the lower fill factors U S WEST is employing.

Q.
HOW HAVE YOU FOUND U S WEST’S FILL FACTORS WITH RESPECT TO THE EICT TO BE LOW?

A.
As I indicated above, some pieces of equipment associated with the EICT are entitled to a fill factor due to the investment being shared between the ILEC and multiple CLECs.  Fill rates for this type of equipment tend to vary based on my experience in reviewing collocation cost studies from different regions.  Specifically, I have observed fill rates for frame investment between 85 and 95 percent.  I would recommend that the commission require that U S WEST raise its fill factors for the EICT calculations (for those I have not recommended a fill rate of 100 percent) to at least 85 percent.  

VII.
U S WEST FINAL CONCERNS
Q.
DO YOU HAVE ANY OTHER CONCERNS RELATED TO U S WEST’S COLLOCATION COST STUDY?

A.
Yes.  It is surprising that U S WEST did not include any cost calculations or rate elements associated with constructing the collocation cage itself.  This collocation cost category is the source of significant difference between ILECs and new entrants on many fronts and should have been a part of this cost proceeding.  My concern is that U S WEST intends to establish ICB rates for this cost category.  The Commission should not permit this to happen.  There are numerous policy issues having a direct bearing on cost that relate to the construction of the collocation area.  The construction of the collocation cage is often the area where ILECs attempt to extract the largest nonrecurring costs from new entrants. The Commission should require U S WEST to file a collocation cost study that includes these important costs so that a full review can be conducted.



Additionally, there are several other rate elements for which U S WEST did not produce costs or include them in its rate sheets.  Examples of these rate elements would include Grounding, Timing Circuits, and Optical Interconnection.  My concern is that     U S WEST may yet intend to charge for these rate elements but would do so on an ICB basis.  ICB pricing places the CLEC at considerable risk in that this Commission will not have reviewed these costs to determine their cost-basis and the CLEC will be held “hostage” by U S WEST to either pay its rates or not be provided collocation.



Finally, U S WEST was given the opportunity to produce a forward-looking and efficient collocation cost study for Washington and it failed to do so.  Moreover, the attempt U S WEST has made is woefully short in terms of making the engineering, algorithm, and input assumptions explicit to the Commission and the parties and is largely incomplete, resulting in improper methodologies and ICB pricing of many of the collocation rate elements in violation of FCC directives.  In summary, U S WEST’s collocation cost study is inconsistent with the FCC’s Second Report and Order, as well as the federal Act, and adoption of U S WEST’s proposed costs as the basis for collocation rates without significant modification and without a complete accounting of all of the costs associated with collocation will leave CLECs in a significant competitive disadvantage to U S WEST.

VIII.
CONCERNS WITH GTE’S NON-RECURRING COLLOCATION COSTS
Q.
PLEASE DESCRIBE WHAT YOUR TESTIMONY WILL COVER IN THIS AREA.

A.
GTE filed a Physical Collocation Cost Study in this proceeding that contains the following nonrecurring rate elements:  (1) Building Modification Charges for Simple, Moderate, and Complex Buildings; (2) Engineering Fee; (3) Cage Enclosure; (4) Cable Pull; and (5) DC Power Facilities.  I have already made general comments regarding GTE’s failure to provide sufficient information justifying the inputs used in calculating these costs.  I have also commented on GTE’s failure to use a systematic methodology in developing these costs, particularly those related to connectivity lengths.  This section of testimony will highlight some additional concerns with how GTE developed its costs for many of these specific non-recurring cost categories.  Further, where available I will incorporate input provided by the FCC in its June 13, 1997 Second Report and Order regarding Physical Collocation.

A.
BUILDING MODIFICATION CHARGE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S BUILDING MODIFICATION NON-RECURRING COST?

A.
The Building Modification Charge is perhaps the most important area of concern with GTE’s physical collocation cost study because it has ramifications throughout the remainder of the cost development.  First, it is important to understand what this charge covers.  GTE’s Facilities for Interstate Access Tariff notes:

The Building Modification Charge is associated with work performed by the Telephone Company to provide modifications to the wire center or access tandem to accommodate provisioning of physical EIS.  These include, but are not limited to, security access card swipe equipment, construction of separate entrance/exit, construction of separate pathway or corridors, and/or additional security locks.


Based on the response GTE provided in response to a TCG Seattle data request, the specific elements that make up the building modification costs are:  (1) Installation of security access card swipe equipment; (2) Construction of a chain link wall between the customer’s equipment/work area and the GTEC network; (3) HVAC duct modifications; (4) Building enhancements, construction of vestibule, exterior and interior doors, and/or construction of separate pathways; (5) Installation of door hardware (lock sets); and      (6) Survey of the central office and determination of the building modification design.
  In short, GTE intends to literally knock a hole in its central office, construct a new entrance, new hallways, new doors, and a new security system all in the name of providing separate and secure access to the collocation space.  As I show below, these investments are largely unnecessary and, at a minimum, overstated.

Q.
WHY DO YOU BELIEVE THESE INVESTMENTS ARE UNNECESSARY AND OVERSTATED?

A.
GTEs development of the Building Modification costs are largely unnecessary because the modifications GTE is making will not be sufficient to enable CLECs to make effective use of the new entrances.  CLECs need the ability to bring telecommunications equipment into the central office.  GTE normally has an area within its central office known as a “staging area” that will include a loading dock and freight elevator (in multistory buildings) sufficient for safely handling telecommunications equipment.  In other states where I have reviewed GTE’s collocation cost studies, I have asked if the new entrances GTE was including in the physical collocation cost would be sufficient to bring telecommunication frames into the central office.
  GTE’s witnesses have explained that when the CLEC needed to bring in telecommunications equipment that the CLEC would use GTE’s “uncrating area” within the central office in that GTE would not make the CLEC entrance capable of bringing in telecommunications equipment.  I do not anticipate that GTE would do anything different in Washington.  

In short, the modified building entrance would not provide the necessary access for the CLEC to bring its equipment into the collocation space.  The only purpose for these new entrances would be for people to get to and from the collocation area.  My concern is that if GTE’s existing entrances are sufficient for CLEC equipment and personnel to enter the central office (likely with an escort), then the existing entrances should also be sufficient when CLEC personnel alone are entering the central office.  Security concerns can be handled in more cost-effective means than through building new building entrances, vestibules, hallways, and doors.

Q.
DO YOU HAVE ANY OTHER CONCERNS WITH GTE’S BUILDING MODIFICATION NONRECURRING COST?

A.
There are many areas of GTE’s Building Modifications cost study where it did “miscalculate [its] direct costs or use improper methodologies for calculating [its] direct costs,” but foremost among these is installation of security access card swipe equipment.  The investment in the security access card swipe equipment is commensurate with the addition of new doors for the Building Modification.  GTE’s estimate for adding this security card swipe equipment is $5,515 in simple (small) buildings, $10,262 in moderate (midsize) buildings, and $10, 889 in complex (large) buildings.
  I would expect that the only difference between these buildings pertinent to the investment associated with security is the number of new doors requiring installation and the associated security card swipe equipment.  

The problem is these cost estimates (“cost inputs” in the FCC’s Second Report and Order parlance) are entirely too high.  R.S. Means, a guide to estimating costs in building construction, indicates that the cost for security card swipe equipment should be between $305 and $1,025.
  Using the midpoint of these prices ($665), GTE would have to install over eight new secure doors just for CLEC access in a small central office to result in the $5,515 investment for card access.  Midsize central offices would require over 15 secure doors and large central offices would require over 16 secure doors.  There is no reasonable way to explain the extraordinarily high estimate GTE has made for adding the security card swipe equipment.  

Although GTE did not provide this information in response to TCG Seattle Data Request Number 7, I believe it is likely that GTE is only adding, at most, two doors for a simple building modification, and three doors for moderate and complex building modifications.  Consequently, GTEC should show, at most, Card Access investments of $1,330 for simple buildings, and $1,995 for moderate and complex buildings.  And again, these investments should not be included at all given that GTE’s existing doors are sufficient for providing CLECs access to collocation areas and should simply be included in the rent for the collocation space.  Nonetheless, if this Commission should determine that GTE is entitled to Building Modification Card Access investment, the investment should be significantly reduced to reflect the real cost of these assets.



Although there are numerous other irregularities in GTE’s determination of Building Modification cost, I will only select one other category:  Construction of a chain link wall between the customer’s equipment/work area and the GTE network.  GTE shows the cost for this activity to range from $5,101 for a simple building modification to $8,227 for a complex building modification.
  Again, GTE has not provided sufficient information to make a complete evaluation of its cost estimate, but this investment likely covers the chain link wall between the customers equipment and the GTE network.” According to R.S. Means, a chain link fence, ten feet in height, can be installed for $13.75 per linear foot.
  Using this price estimate, GTE would have to install over 370 feet of chain link fencing to reach GTE’s cost of $5,101 for a small central office.  According to GTE’s response to TCG Seattle Data Request Number 7, a simple building is a building with 15,000 square feet of space or less.
  GTE’s cost for the chain link wall would virtually pay for encircling the entire building.  In a large central office (complex building modification), GTE’s chain link wall cost would cover the installation of over 598 linear feet of fencing.  In short, GTE’s cost estimates for the chain link wall are entirely overstated and should be substantially reduced to comport with a realistic estimate of GTEC’s costs.

Q.
GTE HAS CHOSEN TO RECOVER THE INVESTMENT ASSOCIATED WITH THE BUILDING MODIFICATION THROUGH A NON-RECURRING CHARGE.  IS GTE’S DECISION TO DO THIS CONSISTENT WITH THE FCC’S DIRECTION IN THE SECOND REPORT AND ORDER?

A.
No.  GTE calculated in its cost study both a monthly recurring and nonrecurring cost for the Building Modification Charge.
  It is GTE’s intention only to utilize the nonrecurring charge.  The FCC in its Second Report and Order made some specific recommendations regarding the recovery of common physical collocation construction cost.  The FCC notes that there are three options for recovering these types of cost:

LECs recover common construction costs by (1) initially charging the first interconnector for all common construction costs through a nonrecurring charge; (2) initially charging the first interconnector for all common construction costs through recurring charges; or (3) charging the first interconnector a portion of common construction costs based on total estimated demand of central office space by interconnectors.  We find that these common construction cost recovery mechanisms are not unreasonable, provided that such costs are equitably shared by all interconnectors benefiting from shared facilities.


GTE currently intends to recover these costs through the first of these options although it calculated the costs in such a way that it could utilize the recurring option outlined by the FCC.  With the second option, the FCC provided GTE a means to recover these costs in a much more straightforward and nondiscriminatory manner utilizing a recurring charge that enables GTE to recover the cost from all collocators based on the collocators’ proportion of use.  Utilizing a recurring cost handles two complexities that GTE has not yet addressed:  (1) How to administer the division and rebate of nonrecurring costs when multiple collocators use the same Building Modification; and (2) How to rebate Building Modification nonrecurring costs to a collocator that subsequently vacates the collocation space.  Neither of these complexities are addressed in GTE’s Facilities for Interstate Access Tariff.  As such, this tariff and GTE’s physical collocation approach in Washington are not consistent with the direction provided by the FCC in its Second Report and Order. If this Commission approves the Building Modification Fee in some reduced form, I recommend that the Commission require that its recovery be made through a monthly recurring charge.

B.
ENGINEERING FEE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S ENGINEERING FEE NON-RECURRING COST?

A.
GTE’s Engineering Fee covers the cost associated with planning and engineering a particular CLEC’s collocation request.  Based on the information GTE provided in response to a data request, there is only one concern with how GTE developed the costs for the Engineering Fee.  GTE, in developing the Engineering Fee for a collocation cage, has included eight hours (four for Central Office Engineering and four for Outside Plant Engineering) to “[i]dentify & document future LEC needs for switching, transmission, monitoring and other new equipment.”
  My experience has been that part of the routine management of telecommunications networks is to plan for future space and equipment requirements.  Telecommunications companies have Central Office Layout and Design engineers who are immediately and regularly familiar with the space requirements within its central offices.  Attributing this cost to the request for physical collocation space is disingenuous.  This work would already be done as part of GTE’s regular management of its network and is an unnecessary and discriminatory indirect cost it is attempting to place on new entrants.  This is important because the FCC’s determination in its Second Report and Order is that the ILEC was to identify and substantiate the “direct costs” associated with collocation.  Removing this cost would lower GTE’s Engineering Fee substantially.

C.
CAGE ENCLOSURE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S CAGE ENCLOSURE NON-RECURRING COST?

A.
Again, GTE has provided entirely too little detail to determine if the costs that it is proposing are cost-based, nondiscriminatory, and consistent with the FCC’s direction in the Second Report and Order.  Neither the cost inputs nor the methodology for developing this cost, as required by the FCC, have been provided for in GTE’s cost study. This information is simply insufficient to know what GTE included in the cost or whether the cage construction is cost based.

D.
CABLE PULL
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S CABLE PULL NON-RECURRING COST?

A.
GTE’s Cable Pull nonrecurring cost element covers the cost associated with engineering and installing the entrance fiber from the manhole outside of the central office to the CLEC collocation cage.  GTE’s nonrecurring charge for the Cable Pull is $1,454.00.
  As with all of GTE’s cost study, GTE did not provide any back-up documentation as to the development of its cost inputs and methodology.  As such, this portion of GTE’s cost study is likewise inconsistent with the direction provided by the FCC.

E.
DC POWER FACILITIES
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S DC POWER FACILITIES NON-RECURRING COST?

A.
GTE’s DC Power Facilities nonrecurring cost element covers the labor cost associated with providing 40 Amp DC power feeds to the collocation cage.  Based on information GTE provided to TCG Seattle Data Request Number 5, part of the labor GTE is wishing to recover through this nonrecurring charge is directly related to the installation of the power plant for the central office itself.  This labor accounts for close to half of the amount that GTE intends to recover through the nonrecurring charge.
  The labor for installing the power plant should instead be recovered through the recurring rate for DC Power Facilities.



The remainder of this charge represents the labor associated with installing the cables themselves.  As is typical with GTE’s cost studies, there is absolutely no supporting information as to the development of this cost.  Specifically, information regarding the diameter of the cables, the length of the cables, whether the cables were run to a BDFB or the power plant itself is entirely missing in the cost study.  As with the remainder of the cost study, GTE’s incomplete cost study does not comport with the FCC’s direction that the ILEC substantiate its cost inputs and methodology. Given the total lack of information provided by GTE in Washington, there is no way to determine whether GTE’s cost submission is cost-based and nondiscriminatory or not for Washington.

IX.
CONCERNS WITH GTE’S RECURRING COLLOCATION COSTS
Q.
PLEASE DESCRIBE WHAT YOUR TESTIMONY WILL COVER IN THIS AREA.

A.
GTE filed a Physical Collocation Cost Study in this proceeding that contains the following recurring rate elements:  (1) Cable Space; (2) Partitioned Space; (3) DC Power Facilities; (4) DC Power - Utility Expense; and (5) Expanded Interconnection Service Cross Connect (EISCC).  Additionally, GTE filed a cost study to develop the monthly recurring cost for establishing Building Modifications for Simple, Moderate, and Complex buildings.  However, GTE proposes to charge for these recurring costs through a nonrecurring charge.  I evaluated the Building Modifications cost in the nonrecurring portion of my testimony above.

A.
CABLE SPACE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S CABLE SPACE RECURRING COST?

A.
According to GTE, the Cable Space recurring cost captures the costs “associated with the space within the conduit, riser, cable racks, manhole and cable vault which the customer’s cable occupies.”
  Based on this definition, the cost study should include the assumptions regarding the investment associated with the conduit, riser, cable racks, manhole, and cable vault as well as the associated cable capacities and fill rates for each of these assets.  GTE only provided investment information for two large categories (Conduit and Manhole Material and Cable Vault Space), presumably on a per cable basis, and did not provide any of the other appropriate assumptions in its cost study.
  Again, this lack of supporting information regarding the cost inputs and methodology used to develop the costs for Cable Space is wholly inconsistent with the direction included in the FCC’s Second Report and Order.

B.
PARTITIONED SPACE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S PARTITIONED SPACE RECURRING COST?

A.
The Partitioned Space recurring cost enables GTE to recover the cost on a per square foot basis for the space the CLEC uses within GTE’s wire center.  As with the Cable Space recurring cost above, GTE did not provide any of the documentation for the Partitioned Space recurring cost in its cost study.  GTE simply notes its Building Replacement Cost per square foot.
  Even upon requesting the backup information from GTE in TCG Seattle Data Request Number 8, GTE still did not provide an adequate response.  In the FCC Second Report and Order, the FCC criticized GTE (noted as GTOC in the quote below) extensively for not adequately supporting the direct cost of Partitioned Space and this was with GTE providing the FCC far more information than was provided to this Commission:

GTOC fails to justify floor space direct costs that exceed one standard deviation above the industry-wide average.  GTOC states that it derives its direct floor space costs from the C.A. Turner Telephone Plant Index, but does not submit any particular pages to document the numbers that it derives from this index and it does not cite any particular publication, volume, date, or pages as the source of that data.  Furthermore, GTOC does not describe the data, assumptions, or methodology on which the publisher of the C.A. Turner Telephone Plant Index develops its index.  When using indices of inflation to develop direct costs, we use indices that are verifiable, developed for broad sectors of the economy (e.g., the consumer price index or the producer price index), used by a variety of users (e.g., government agencies and a large cross section of companies within the private sector) and routinely developed by impartial government agencies (e.g., the U.S. Bureau of Labor Statistics).  The C.A. Turner Telephone Plant Index, however, is unverifiable, narrowly focused, and does not appear to be widely accepted because it is used by a small number of users.  In light of GTOC's failure to demonstrate that use of the C.A. Turner Telephone Plant Index is reasonable, we find that GTOC fails to support a rate that recovers such a high level of floor space direct costs.


To be fair, the cost per square foot GTE has filed for Washington in this cost proceeding is lower than what GTE previously filed with the FCC.  However, I believe the FCC’s evaluation of GTE’s lack of cost support is particularly revealing.  GTE did not provide sufficient cost support, therefore, the FCC had to discount the results that were developed in GTE’s cost study.  This Commission should do the same until GTE provides a comprehensive and complete collocation cost study.

C.
DC POWER FACILITIES
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S DC POWER FACILITIES RECURRING COST?

A.
As with GTE’s cost study information for Cable Space and Partitioned Space, GTE did not provide any of the backup information for its DC Power Facilities recurring cost estimate in the cost study filed with the Commission.  Also as before, GTE did provide information in response to TCG Seattle’s data request, but it did not provide the necessary backup to evaluate GTE’s cost estimates.  Nonetheless, there are still two concerns that should be noted in the recurring cost estimate GTE has made for DC Power Facilities.



First, GTE separates the equipment investment of constructing its power plant from the labor associated with installing the power plant (which should also be capitalized).
  GTE takes the labor per amp that it used to construct the power plant for the entire central office and claims that this cost should be borne by the CLEC as a nonrecurring cost.  The fallacy of this cost methodology arises from the fact that all of the investment associated with constructing the power plant (material and labor) is shared among GTE itself and any CLECs that collocate in GTE’s central offices.  Further, if the CLEC were to vacate the collocation space or reduce its power requirements, GTE would be able to reuse the power capacity.  In other words, the only fair (or cost causative) means for recovering the labor associated with constructing the power plant is through a recurring rate element.  GTE should be required to make this modification in its cost study.  Without this type of modification, GTE’s cost study cannot measure up to the direct cost identification principles contained within the FCC’s Second Report and Order on Physical Collocation.



Second, GTE makes the assumption that the 40 amps of power that it is delivering to the CLEC collocation cage must be cabled all the way back directly to the power plant. This is a clearly discriminatory treatment of the CLECs by GTE.  In reality, when GTE needs power for some of its equipment it merely cables back to a piece of equipment known as a Battery Distribution Fuse Bay (BDFB).  BDFBs are placed throughout incumbent LEC central offices to enable the cost-effective distribution of power to the incumbent LEC’s telecommunications equipment.  This is the most effective alternative, because it is extremely costly to cable back to the power plant for small amounts of power, such as 40 Amps.  Consequently, a 400 Amp BDFB, for example, will be placed in a central location on the telecommunications floor.  The BDFB will be cabled back to the power plant.  However, as incremental power needs are identified on the floor, the cables are only run back to the BDFB and the appropriate fuses installed.  GTE has not applied this same scenario to the CLEC’s need for power from the method in which it developed the cost.  In short, GTE should be required to implement a power distribution arrangement for CLECs to what it does for itself.  Further, because the investments in BDFBs can and will be shared among the incumbent LEC and CLECs, all of the investment (including labor) should be included in the recurring rates for DC Power Facilities.



Thus far GTE has not provided sufficient information to correct these problems nor to fully evaluate the scope of the problem.  Further, GTE has not provided any of the underlying information necessary to evaluate the recurring costs it has filed with the Commission.  In short, GTE’s cost filing in this respect does not measure up to the standards outlined in the FCC’s Second Report and Order.

D.
DC POWER – UTILIZIES EXPENSE
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S DC POWER – UTILITIES EXPENSE RECURRING COST?

A.
The DC Power - Utility Expense recurring cost element is used by GTE to recover the costs associated with purchasing AC power from an electric utility that is then converted into DC power.  The DC Power Facilities recurring rate element captures the costs of performing the AC to DC conversion.  This rate element, DC Power - Utility Expense captures the cost of the electric bill.



There are two main inputs that must be accounted for in determining the recurring costs for DC Power - Utility Expense:  (1) the cost per kilowatt hour for AC power purchased from an electric utility; and (2) the efficiency of GTE’s AC to DC conversion plant.  GTE did not provide any information regarding these two key inputs, much less supporting information as to their development.  Instead, GTE simply noted what its utility expense per DC amp would be in its cost study.
  As before, this “just trust me” approach to cost studies is wholly inconsistent with the requirements of the FCC’s Second Report and Order.

E.
EXPANDED INTERCONNECTION SERVICE CROSS CONNECT
Q.
WHAT SPECIFIC CONCERNS DID YOU IDENTIFY WITH GTE’S EISCC RECURRING COST?

A.
First, GTE filed a cost study that included absolutely no support information describing how it developed any of the cost inputs nor the methodology used in developing the costs for the EISCC.  Quite simply, this portion of GTE’s collocation cost filing does not meet with the requirements set forth in the FCC’s Second Report and Order described earlier in my testimony.



However, there are two other concerns regarding GTE’s development of this rate element for which this Commission needs to be aware.  GTE includes the jumper investment in the cost of the EISCC.  There are two major problems with this approach.  First, no incumbent LEC to my knowledge capitalizes the jumper.  Jumpers are the short pieces of wire required to complete connections on frames.  Frame technicians on any given day will add and remove scores of jumpers on every frame in every central office.  If GTE tried to maintain investment records on these short pieces of wire to properly depreciate them and write them off when they were removed, GTE would require an army of accountants.  In reality, jumper installation and removal is expensed.  GTE has included this investment here as simply another means to artificially inflate the costs of collocation.  Generally, the cost for installing the jumper is captured as a nonrecurring charge (often identified as a cross-connect nonrecurring charge).  This is the appropriate place for this cost and it should not be carried forward into physical collocation.  



The second problem with this approach is that it does not account for when the collocation (EISCC) and jumper activities will actually occur.  The CLEC will likely order a large number of EISCCs with the initial construction of the collocation area.  This will establish the connections from the collocation cage to various frames throughout GTE’s central office so that when the CLEC wins customers, the CLEC can more efficiently migrate these customer’s from GTE’s network to the CLEC’s.  The jumper is installed concurrent with winning the customer.  Further, over the life of the EISCC, multiple loops may connected (requiring the installation of the jumper) and disconnected (requiring the jumper’s removal) from the EISCC as the CLEC wins and loses customers.  GTE’s approach to developing this cost in no way reflects this reality.



The second concern with this element is that GTE has developed its EISCC recurring rates for increments of connectivity that are too small.  The largest increment GTE appears to allow a CLEC to order for voice grade interconnection is one voice grade circuit.  The largest increment GTE allows a CLEC to order for DS1 interconnection is also one circuit.  There are significant economies of scale with installing the EISCCs between the CLEC collocation area and the GTE frames.  GTE should allow the CLEC to benefit from these economies of scale by offering larger quantities of connections per EISCC.  For instance, GTE should permit the CLEC to purchase 100 voice grade arrangements and 28 DS1 arrangements at a time.  These increments scale more naturally with the equipment the circuits are terminating on and also provide the CLEC the economies of scale of installing larger quantities of circuits at one time.

Q.
DO YOU HAVE ANY FINAL CONCERNS WITH GTE’S COLLOCATION COST STUDY?

A.
Yes.  Collocation, like unbundled elements and other forms of interconnection, has a requirement under the federal Act that its rates “be based on the cost (determined without reference to a rate-of-return or other rate-based proceeding) of providing the interconnection or network element.”
  Further, the federal Act requires that the State Commission make such a determination.
  Consequently, it is important that GTE provide the Commission a comprehensive set of the rate elements and costs for which GTE reasonably expects to receive requests, a requirement that is mirrored in the FCC’s Second Report and Order.  GTE has failed to do this for collocation thereby preventing this Commission from evaluating its costs.  Further, to the extent that GTE attempts to price these elements on an ICB basis, GTE will be implementing an approach that is entirely outside the direction provided in the FCC’s Second Report and Order.  Moreover, ICB pricing places CLECs in significant jeopardy when dealing with their largest competitor and supplier.

Q.
COULD YOU PLEASE PROVIDE AN EXAMPLE OF RATE ELEMENTS WHERE GTE HAS FAILED TO PROVIDE COST STUDIES?

A.
There are several examples of rate elements that are extremely important to CLECs.  GTE has only filed a cost study supporting its view of the costs for a 100 square foot cage.  It is likely that many physical collocators will require more than 100 square feet of space.  GTE is completely silent as to how it will address this situation.  It is likely that GTE would price the cage on an ICB basis.  Doing so would make GTE’s cost filing entirely inconsistent with the direction provided by the FCC in its Second Report and Order.  Additional rate elements for which GTE filed no cost support and intends to price on an ICB basis can be found in GTE’s responses to TCG Seattle’s data requests.  Specifically, GTE notes that it will price the Environmental Conditioning Charge and Overhead Superstructure, on an ICB basis.  There may be other rate elements that GTE intends to price on an ICB basis that TCG Seattle simply did not know to ask about.  The bottom line is that GTE’s admission that it is using ICB pricing for critical collocation elements such as these indicates that its cost filing is wholly inconsistent with the FCC’s Second Report and Order.

Q.
WHAT SHOULD THE COMMISSION DO IN THIS RESPECT?

A.
This Commission needs to require that GTE file a comprehensive collocation cost study.  This cost study should address every collocation rate element for which GTE reasonably expects to receive orders.

X.
FINAL RECOMMENDATIONS
Q.
WHAT FINAL RECOMMENDATIONS DO YOU HAVE FOR THIS COMMISSION REGARDING U S WEST AND GTE’S COLLOCATION COST STUDIES?

A.
I have shown in this testimony that U S WEST and GTE have done a woeful job in demonstrating the cost input and methodology support for the direct costs of collocation.  I began this testimony by reviewing that this support was central to the FCC’s review of ILEC collocation costs in the Second Report and Order.  The net effect of U S WEST and GTE’s failure in this respect is that it has prevented this Commission from being able to affirmatively evaluate whether the collocation costs submitted by these two companies are cost based and nondiscriminatory.  The federal Act requires that this Commission make such a finding.  Without the necessary cost information, this Commission cannot complete its task and CLECs will not receive the cost-based rates for collocation they are entitled to under the federal Act.  In short, this Commission should reject the cost proposals presented by U S WEST and GTE.  Moreover, the Commission should open another phase to allow a full exploration of the forward-looking costs associated with collocation.

Q.
DOES THIS CONCLUDE YOUR TESTIMONY?

A.
Yes, it does.
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