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COMMENTS OF THE OFFICE OF RATEPAYER ADVOCATES


ON THE INTEGRATED COST MODEL COST STUDY OF GTE CALIFORNIA, INC. FOR UNBUNDLED NETWORK ELEMENTS








INTRODUCTION AND BACKGROUND


The Office of Ratepayer Advocates submits these comments pursuant to the schedule in the Administrative Law Judge (ALJ)Ruling of April 1, 1998.  ORA has participated in the unbundled network element (UNE) phase of the Open Access Network Architecture Development (OANAD) proceeding.  ORA has reviewed initial Total Service Long Run Incremental Cost (TSLRIC) Studies filed by both GTEC and Pacific Bell (Pacific) in 1995.  ORA also reviewed the subsequent Total Element Long Run Incremental (TELRIC) cost studies of GTEC and Pacific as well as the Hatfield Cost Model (Hatfield) submitted jointly by AT&T and MCI in 1996.  ORA was very critical of GTEC’s initial TSLRIC filing.  ORA found GTEC’s cost studies to be based largely on an embedded costs methodology.  The Commission ultimately rejected GTEC’s TSLRIC cost study, and ordered the filing of a new cost studies by GTEC�.  Subsequently, both GTEC and Pacific were ordered to provide TELRIC cost studies to comply with federal costing standards for UNEs.  


GTEC submitted a cost study work plan for TELRIC costs and a revised workplan in December 1996 pursuant to modified requirements first presented in D.96-08-021.  In October of 1997 GTEC filed its Integrated Cost Model (ICM), largely in response to wide scale criticism of GTEC’s earlier cost offerings.  GTEC was granted numerous extensions of time to file its cost offerings, including the ICM, which was to have been submitted in July of 1997.  ORA previously submitted Opening and Reply Comments on GTEC’s TELRIC cost study workplan and revised workplan (in February and March of 1997).  ORA’s earlier comments have been critical of GTEC’s costing methods, and unresponsiveness to Commission direction.  ORA has been supportive of use of a modified version of the AT&T/MCI Hatfield model version 4.0 for GTEC.  ORA remains supportive of this version of Hatfield, consistent with the recent Decision (D.) 98-02-106 regarding Pacific’s UNE cost studies,  which rejected the earlier Hatfield version 2.2.2 due to errors in that version, but allowed later versions of Hatfield to be considered for other purposes.  (D.98-02-106, mimeo, pp. 40-41.)    


The numerous extensions which have been granted to GTEC for production of an ultimate TELRIC cost study seem consistent with ORA’s contention that Hatfield 4.0 should be considered as an alternative to ICM version 2.0, which GTEC submitted in October of 1997.  ORA’s earlier comments pointed out that GTEC’s switching cost methods and assumptions were flawed, that GTEC had shunned Commission direction to employ various fill factors or other assumptions for outside plant costing�, and that the cost study workplan was not in any way descriptive of the actual approach to be taken to UNE costing.  


ORA’s opening comments with regard to GTEC’s ICM for UNE costs will address both the earlier areas of concern, which dealt largely with loop costing methodologies and switching costs expressed in GTEC’s earlier workplans for TELRIC studies, and ORA’s analysis of what ICM has accomplished versus what Hatfield expresses as far as UNE costs for GTEC.  On the whole, GTEC’s ICM appears to be a tool the Commission can use in developing UNE TELRIC costs, but three major areas of concern must be addressed:


1)	GTEC should be ordered to provide and utilize California specific cost data and assumptions based on California operational practices;


2)	The Commission should order GTEC to provide data to substantiate, based on California operational experience and network planning, that least-cost, currently available technologies and appropriately forward looking costing has been applied to both switching and loop costs.  Specifically;  


a)	The Commission should order GTEC to provide maintenance and other costs associated with California switches, information on availability of purchase of new GTD5 switches and actual network configurations for California, including loop investment and locations and uses of remote switching devices and other remote technologies.


b)	The Commission should also order GTEC to provide current network configurations of all facilities in outside plant operations, including upgrades and enhancements which affect maintenance costs and provision of high speed service, as well as all network planning information for California; and


3)	The Commission should order GTEC to fully integrate the loop and switching modules of ICM to facilitate tracking of modifications in inputs and/or input assumptions from one module to the next.


Progress has been made by GTEC toward development of a suitable TELRIC costing tool.  These comments will address the Commission’s OANAD objectives, whether GTEC’s current ICM version meets these objectives, and if not, how they can be met.


GTEC’S ICM REPRESENTS A STEP FORWARD FROM THE EARLIER WORKPLANS IN DEVELOPING ACCURATE COSTING OF UNES IN CALIFORNIA ACCORDING TO A TELRIC METHOD.


GTEC has made a step forward with the development of the ICM.  The ICM is a computer model which has some input variability and which can trace output costs to input choices.  With the exception that the switching costs and the loop module do not fully integrate to enable changes in assumptions, inputs and/or outputs in either cost model to feed into the other, the model does allow for tracing of input changes to output results and for alteration of assumptions.  For example, parties are able, with some significant limits, to trace loop costs back to inputs and to determine whether inputs were determined using actual loop configurations for California, national averages, or some other combination.  Within the model the user can go to the input value sections and see what specific values were placed in the model.  However, in many cases the source of the value and how it was derived, especially with the case of loop cost elements, is not available.  


These determinations of the source of inputs must be made by requesting additional data in many cases.  The underlying data submitted with the ICM does not indicate specifics of loop configurations, costs of loop portions, etc. which went into the determination of what inputs to use for development of loop costs.  Inputs are stated as values and are traceable to some extent.  However, without additional information, one cannot determine whether ratios of loop configuration (trunk and line ratios) are based on actual California data or national data, or on averages of total costs or experiences.  Much of a model’s use is beyond its methodology for calculating costs, but lies within the logic of its inputs, the source of the inputs, and the assumptions applied both to development of specific inputs or to their use in cost development within the model.  ORA does not find fault with GTEC’s ICM methodology for determining loop costs.  However, the results are quite different from those of the Hatfield Model 4.0.  ORA does take issue with the results of ICM at this time, absent further verification that assumptions and inputs in ICM mirror California specific circumstances. 


GTEC’S ICM IS LIMITED BY ITS INPUT ASSUMPTIONS.


The Commission’s purpose in undertaking the OANAD proceeding for UNE costs was to determine the most accurate means of measuring the TELRIC (initially TSLRIC was the standard) of monopoly elements of network service specific to provision of basic network functions (BNFs)�.  The difference between a TELRIC forward looking cost and a TSLRIC forward looking cost is that the TELRIC includes some shared and common costs.  GTEC alleges that ICM meets the standard of accurately measuring reasonably forecast forward looking elemental costs for California.  The model seems to develop reasonable TELRIC cost estimates based on the data and assumptions it is fed.  However, the ability to change input assumptions or raw inputs is insufficient without better input data.  While ICM addresses the former, it does not address the latter.  


�
No assessment of the accuracy of the final outputs of the ICM can be made unless it can be exhaustively compared with the Hatfield model of AT&T and MCI.  Such a comparison requires that input values can be altered, assumptions altered and tested to determine for each model, if inputs, values or assumptions vary, which of them best estimates the ultimate costs.  One way to determine each model’s overall accuracy would be to take a section of each cost study and input the same values and see which models’ assumptions lead to the most accurate output.  For example, the determination of loop cost per foot for urban loops could be run in both models.  Given accurate, California specific data on urban loop composition and deployment in California, including gross total loop lengths for urban loops to determine average loop length, the inputs could be fed into both models and if one estimated a loop cost of $2.86 per foot and the other $1.86, it can be determined by the user that the two model’s assumptions cause this variance.  At this point, ORA cannot determine if the assumptions, the inputs or some combination thereof result in the differing estimates of average loop cost per foot, per line, etc.  Thus, a closer look at the input data is required.    


ORA’s review of responses of GTEC to other parties’ data requests confirms some concerns about the specificity of input data used in the ICM.  It may be reasonable for models to develop average costs or to break loops into the categories GTEC has, urban and rural, and by grouped averages of loop lengths to express both density variation and average costs per loop taking into account that loop lengths vary and costs vary by length.  After all, a cost model is just that, something which for loops looks at optimal configuration, actual configuration, actual costs and reasonably forecast costs to model what the average cost of a UNE will be.  


However, information on real loop configurations in California for GTEC, including grid information, total number of loops, length of all loops, copper to fiber ratios in both feeder and distribution portions of loops etc. is not included in workpapers and was not provided in response to data requests of other parties.  GTEC deemed production of such information to be too burdensome to gather.  However, this data would go a long way to addressing whether GTEC’s assumptions and inputs into ICM actually match California conditions and express true forward looking costs.  Costs vary markedly based on how feeder plant, that portion from the end office to the distribution network, and distribution plant, the end of the network from feeder leading up to the customer interface - are comprised and configured.  


For example, if GTEC’s actual plant configuration in California, represents 30% fiber feeder and 70% copper feeder; 50% fiber distribution and 50% copper distribution and average loop lengths tending more toward suburban rather than rural or urban density; then the cost of the outside plant is significantly lower, than if the plant is 10/90 on the feeder and 50/50 on the distribution with either longer rural loops with less density and demand or shorter, urban loops with more density and demand.  Copper costs are greater and have lower capacity and higher maintenance costs than fiber.  The amount of fiber that is deployed also affects switch capacity requirements.  The existing ratio of deployment also impacts forward looking estimates to determine future costs to meet network needs.  Only by analyzing the efficiency of current configurations to actual deployment and overlaying these with efficient future development plans, can ORA or any other party accurately forecast reasonable loop costs.  


For purposes of accurately estimating and modeling loop costs for California, it is imperative, where California specific data is available, to determine its variance from other regional or averaged data.  California specific data is necessary to aid the model in reflecting true cost estimates.  How well ICM models costs does not in any way provide for its accuracy with regard to ultimate costing of UNEs for GTEC in California if the input values and assumptions do not mirror California conditions.


Finally, facilities deployment and enhancements, especially with respect to embedded metallic facilities in outside plant, play a key role in estimating forward looking costs.  Whether or not GTEC’s outside plant in California is mostly metallic, i.e. copper, or if the conversion to largely fiber facilities has taken place; maintenance costs and other factors, such as service provision of higher speed services and overall reliability, can be affected by deployment of system enhancements.  Among the enhancements which can improve the performance, lower the maintenance costs of and enhance the provisioning ability of metallic facilities is a technology known as “hot spares”.  This technology allows for Digital Signaling (DS) capacity, and the hot spares provide remote transmission enhancements and repeater technologies along the loop to enhance performance of transmission and to reduce downtimes.  This technology can greatly reduce maintenance costs and improve reliability.  Its use is not reflected in the cost development for loop facilities in GTEC’s ICM.  However, in response to depositions by AT&T, GTEC provided its DS-1 Hot Spares Guidelines, which indicate deployment of this technology systemwide in 1997.  Thus though clearly deployed by the October 1997 issuance of ICM, if the hot spares deployment is not included in the input data and assumptions of the ICM, it can be expected that GTEC’s ICM has overestimated maintenance and other costs associated with loop deployment in California�.


A major concern is that GTEC apparently failed to collect this data and input it into ICM cost development, especially given the amount of time GTEC had to prepare its cost showing between the issuance of the August 1996 ruling in OANAD and the October 1997 release of ICM 2.0 in California.  California loop data and switching information are user variable options to some degree.  But without specific data from GTEC it is pointless to try to guess real configurations, real loop lengths, optimal network deployment, and to develop averages and determine whether or not the assumptions GTEC has fed into this part of the model are accurate.  GTEC alone has knowledge of its actual outside plant configuration, its planned and optimal future use, and other related information critical to development of accurate loop cost information.  Yet it has not presented such data or even, apparently, developed it.  In fairness to GTEC, production of the actual data may prove GTEC’s modeling was accurate, but without the information verification is impossible.


THE COMMISSION’S OBJECTIVES IN OANAD CANNOT BE MET IF COST MODELS CANNOT BE INDEPENDENTLY VERIFIED.


Given the Commission’s purpose and directives in this proceeding, company specific data for the region affected, California, should have been used by GTEC.  Other parties have limited access to that type of proprietary data and cannot independently verify accuracy of cost estimates in its absence.  For purposes of comparing Hatfield estimations of loop costs versus GTEC estimations, knowledge of underlying data used helps in determining which model most accurately estimates these sorts of costs.  This situation holds true in some instances for switching cost development as well.  ORA will address both of these areas in more detail later in these comments.


Both the Hatfield model, version 4.0 which was available at about the time GTEC issued its ICM version 2.0 in California, and GTEC’s ICM are reasonable cost models for purposes of estimating TELRIC costs for unbundled network elements.  GTEC’s ICM is superior to its previous efforts at costing these elements.  GTEC has taken concerns of this Commission and of other parties into consideration in attempting to develop a model which is user friendly, where user inputs can be varied and where costs can be tracked from one portion of the study to another in some cases to determine where all outputs originate.  However, it is the input values themselves, their source and applicability to the purpose of costing, and the correctness of assumptions which went into their generation and which will work into output development based on these costs that best measure how well costs are modeled.  


A user can not sit down with the book which describes the ICM and a computer and disks and trace back all outputs to every assumption made in their generation and each individual input and know the sources of each of these.  It is not possible to fully integrate the ICM switching costs with the loop costs.  These are major drawbacks.  The Hatfield model has some similar drawbacks, although Hatfield is a more integrated model on the whole.  Much of the data requested by AT&T of GTEC could, had it all been supplied, have been fed into Hatfield to refine the Hatfield estimates of California loop and switching costs.  If similarly fed into ICM, then the output sensitivities of the two models could have been compared to determine which best estimates TELRIC costs.  Hatfield contains detailed input source information within the model and includes regional origins of loop cost information.  If California data is supplied by GTEC there is the added benefit that it can not only be modeled into the costing of the UNEs, but can be better compared and contrasted with the broad regional data contained in the Hatfield model to determine whether costs are higher or lower in California and whether or not inefficiencies exist here which need to be addressed.  Further, the inputs could have been compared with the Hatfield data to make some very broad findings about whether and how switching and loop costs vary regionally.


GTEC’S MODEL STILL RELIES ON SOME DUBIOUS ASSUMPTIONS OF LEAST COST, CURRENTLY AVAILABLE TECHNOLOGY.  THE MODEL DOES NOT DEVELOP UNE COSTS USING CALIFORNIA DATA.


ORA has long been concerned with the development of switching costs in GTEC’s earlier models and with the fact that the switch mix used, originally GTEC manufactured GTD5s, Northern Telecom DMS 100s and Lucent 5ESS switches, does not reflect a true least cost, forward looking methodology.  GTEC has staunchly defended its inclusion of the GTD5s.  GTEC asserts, among other things, that Lucent has taken over the manufacture of replacement parts or add-ons for these switches and that in essence the GTD5s are “currently available” in their entirety for purchase by other than existing owners of GTD5 switches (Reply of GTEC to Comments of Parties Regarding GTEC’s TELRIC Cost Study Workplan,  pp. 4-6, April, 1997).  However, GTD5s are less reliable than other currently available switches such as the DMS 100, or 5ESS.  In time GTEC should replace the GTD5s with other switches to more efficiently serve its network.  If GTEC had provided California switching data, including California maintenance and operating costs of each of its type of switches, and the number and type of lines served per switch, these costs could have been compared among GTEC’s switch types and with AT&T/MCI’s switching costs to determine the appropriateness of the GTD5s in a TELRIC study.  Finally, there has been no cost evidence or underlying data provided to prove that GTD5 switches can currently be purchased by a carrier which does not own and utilize an existing GTD5.


Absent production of evidence to the contrary, GTEC should not be including costs of all the GTD5s currently in use in California in a TELRIC cost study.  Further, GTEC should not include the present ratio of GTD5s to other digital switches in GTEC’s national network in the switching costs for OANAD purposes.  There is  no evidence or workpapers from GTEC in this proceeding to demonstrate that the repair/maintenance costs, downtime, replacement or other factors affecting switching costs over time for the GTD5s are comparable or lower than those of 5ESS switches or DMS 100 switches.  Further, no California specific data on the deployment and costs of the GTD5s, number of lines and types of services served by them versus the other digital switches deployed or to be deployed by GTEC in California has been provided.  If this data were available it would certainly demonstrate whether on a California specific basis in both actual and foreseeable forecasted network situations, the GTD5s are as reliable as other switches.  Absent such a demonstration of cost effectiveness of continued use of the GTD5s, the Commission should execute the removal of them from the cost development in the current configurations in GTEC’s network.


THE COMMISSION SHOULD REQUIRE CALIFORNIA SPECIFIC SWITCHING COSTS AND NETWORK CONFIGURATIONS FOR INPUT INTO GTEC’S ICM TO GAUGE THE ACCURACY OF ICM’S MODELING.


The Cost Guidelines and Consensus Costing Principles set forth by this Commission throughout the OANAD proceeding (D.95-12-016; D.96-08-021and more recently D.98-02-106) have clearly indicated the policy guidelines for estimating TELRIC costs for California.  The input choices of GTEC in ICM and the input assumptions employed are contrary to these policies.  GTEC inappropriately used average national switching costs, ratios and other input and assumption information to develop the switching costs stated in ICM 2.0.  GTEC has indicated that the ratios which were fed into the inputs for determinations of switching costs for Line to Line, Line to Trunk and Trunk to Line assumptions were all based on a national data and national averages (GTEC Response to 4th set of Data Requests from AT&T).  These ratios determine current and capacity demand structures as well as use configurations, which have a major impact on the ultimate cost of switches.


The use of national data definitely skews the representation of costs in California.  This problem is exacerbated because GTEC’s other input assumptions employed the current national network configuration of switches in developing these ratios, which means all current GTD5 switches in use were counted in the mix.  Further the ratio of GTD5s to other switch types on a national level, whether or not this is either representative of California or reflective of an efficient deployment, affects the unit cost of switching which ICM produces.  


GTEC used generic sizing of switches (presumably based on some assumption of overall deployment need) in development of the ratios.  The use of averages and assumptions about overall deployment and overall demand do not necessarily determine inaccurate, overstated or otherwise imprecise costs.  But the more specificity which can be input into a cost model with regard both to raw cost data and assumptions of network use, the more likely results of the model will track with results of actual use.  The Hatfield model employs national data, regional data, averages and both overall actual costs and costs based on small groups of raw data as well.  However, GTEC has access to much more specific data for its California model than do MCI or AT&T for use in the Hatfield model.  Unfortunately, more California specific data in the ICM was not forthcoming from GTEC.  


The Commission’s ability to judge the accuracy of Hatfield versus ICM, or whether some hybrid of both best estimates California UNE costs, is hampered by the fact that little or no California specific data was used in the ultimate cost development of ICM.  Thus, it could not be input into Hatfield for comparison purposes.  At this point the Commission has two models with two different sets of data and assumptions, neither of which can be determined to be adequately specific to California operations.  The Commission should order GTEC to correct this shortcoming.  


In the meantime, the Commission should adopt Hatfield for GTEC.  As an alternative measure, the Commission should use Pacific’s costs as a more accurate reflection of California specific, forward looking, least cost technology.  Given GTEC’s reluctant and inadequate responses to the Commission, either of these choices represents preferable alternatives.


THE MAJOR CONCERN WITH THE ICM IS NOT ITS ACCURACY, BUT WHAT IS NOT AVAILABLE TO DETERMINE ITS ACCURACY


Though there has been much progress made from the two earlier cost study workplans by GTEC to the ICM version 2.0,  there is still significant work to be done.  The eventual pricing of UNEs to competitors will have a major impact on overall competitive prices for services.  The Commission’s direction is clear.  UNE costs for California must be developed on a TELRIC basis according to the various cost guidelines set forth in the earlier decisions.  What is needed are true TELRIC costs, based on a forward looking, least cost, currently available technology for switches and based on reasonably forward looking loop costs.  


ORA expected much more California specific input data, both raw costs using the California network and input assumptions based on California operations.  This data is not available from GTEC, and was not used in large part in any cost development from ICM.  This is a serious problem.  Widely inaccurate costs can become outputs if best assumptions and most specific costs are not employed in the input process.  For example, ratios used for determining switching costs should have been based on existing ratios in California, overlaid or adapted in a manner fit to express an efficient use for the future.  Unfortunately, the ICM uses some embedded costing assumptions for switching cost, including existing switch deployment and an existing national ratio of trunk/line interface and network deployment requirements.  


The network which existed prior to October 1997, when the ICM cost study was issued in California, and the efficient network, even of January 1999, will vary with the proliferation of Internet access, and of the future of Centranet versus PBX use, with the continued proliferation of multi-line residential service and with other matters foreseeable at the time this cost model was developed.  These types of assumptions were not fed into the ICM’s development of cost estimates.  The result of not making such assumptions or accurately using such costs can impact the overall estimated switching costs by millions of dollars annually, and on a unit price basis when UNEs are eventually priced, can result in prices above levels of economic efficiency.  This is something California’s telecommunications infrastructure and economy can not sustain.  


Given the lag in time between when the cost model was submitted and when a decision adopting a model/methodology/UNE costs for GTEC will issue and be implemented, such oversights are serious.  Further,  the use of national averages and national loop configuration data and averages based on national deployment of copper versus fiber, etc. make it less likely that the ICM has accurately modeled the UNE costs developed for California.  GTEC, which has access to this proprietary data and which should forecast its needs to meet the future, should also have reflected much of this forecasting and California specificity in its cost model.


GTEC’S ICM IS LESS INTEGRATED FOR PREPARING TELRIC UNE COSTS IN OANAD THAN THE HATFIELD MODEL SUBMITTED BY AT&T/MCI.


ORA cannot recommend adoption of the ICM to the Commission for determination of TELRIC UNE costs for GTEC.  At this time, the shortcomings of the Hatfield model version 4.0 are less significant than those contained in version 2.0 of ICM.  Both methodologies are sound on an overall basis, as each attempts to cost UNEs based on some approximation of optimal loop configuration and deployment and of averaged actual switching costs.  No model determines actual costs, but the more accurate models use appropriate assumptions and specifically derived data to feed a model representative inputs and sound assumptions to create outputs which should track with average overall costs over time.  


GTEC’s ICM would better track with this sort of outcome if the ICM relied more heavily on California specific data and the way the network is used and will be used in California.  Further, though GTEC calls this model “integrated” changes made to loop costs or assumptions do not readily feed back into costing and underlying assumptions associated with switching deployment.  This hardly lends itself to accurate estimating or to ease of adapting the model to changed assumptions or inputs when more accurate data is made available.  Switch costing depends on a number of variables, one of which is network configurations: loops served, types of services provided, loop lengths, copper or fiber content on both distribution and feeder ends and associated ratios.  Because GTEC’s model does not lend itself to automatically recalculating switching costs or reassembling assumptions for switching if shifts are made to loop data or assumptions, ICM has trouble serving the need of updating and interfacing.


Better integration in the model between the switching cost development and the loop cost module will minimize the likelihood that the model’s estimates for each are derived independent of the other.  This disparity in results and methods is serious.  Any changes made to switching methods or inputs should flow through to assumptions for any changed input costs fed in to the loop module, and visa versa.  ORA believes Hatfield version 4.0 is superior to ICM in the flow of costing from switching to loop and in the carry over of assumptions and clarity of compatibility of assumptions for switching versus loop costs.  


For example, a major shift in loop configuration from cooper feeder to fiber feeder will affect some assumptions of switching capacity needs.  Unless the costing models for each inter-relate based on similar deployment configurations, a change to loop costing will have no impact on switching costs in ICM, though clearly there would be a change in how costs would be assumed to accrue as use would change.  So, though ICM might well be able to track cost reductions for the loop if it was reconfigured to represent a much lower cost deployment of fiber and remotes which would normally result in lower switch maintenance costs, ICM could not automatically make the switching input data changes to accommodate these complementary changes.  The best model to use for development of UNE costs is able to track readily with assumption changes on either side of the local loop (switching or outside plant), especially if these changes significantly impact the ultimate costs calculated and also determine compatibility between switch mix and loop configuration.


CONCLUSION AND RECOMMENDATIONS


ORA recommends to the Commission that GTEC’s ICM version 2.0 not be adopted for costing of UNEs at this time.  However, ORA believes that the ICM, or a hybrid model which uses some of the switching methodologies and approaches presented by AT&T/MCI and ICM’s method with more California specific costs and assumptions is feasible.  The difference in loop cost outputs between Hatfield version 4.0 and ICM version 2.0 suggest that revision to the input choices for ICM and Hatfield (since Hatfield does not use California specific data either) will better tell which model most accurately estimates these costs.  


At this time, ORA favors Hatfield’s estimating method for loop costs, and based on that superiority, for UNE costs in general.  However, ORA believes GTEC is in a position to refine its ICM with better data than AT&T and MCI likely have available and that further scrutiny of the ICM, especially in the areas of switching costs and loop costs (other than materials costs, depreciations, etc. - which are currently California specific) might indicate it presents a sound model of California UNE costs.  If GTEC made some changes to the ICM to address these problems, ORA might consider altering its recommendation.  The Commission can order these modifications and can analyze the results of altering the inputs of both models using GTEC supplied data.  The Commission can determine the appropriate UNE costs without further party review and delay.  


As an alternative, the Commission should adopt Pacific’s costs, on an interim basis, as a better reflection of California specific, least cost, forward looking technology.  This would provide greater incentives for GTEC to produce its own California specific data.


The Commission should order that California specific input and assumptions should be required for use in models applying to California.  Since GTEC and Pacific have this data readily available, the Commission should order both LECs to provide it for purposes of estimating UNE costs.  GTEC should also be ordered to modify the ICM to facilitate better integration of switching cost development and loop cost development.  The only true means to determine how sensitive models are to input changes and how accurately they estimate costs is to feed the same types of inputs into all models used and see how results vary.  ORA recommends that this is the next step the Commission should take to best serve the 


competitive development and economic efficiency of California’s telecommunications networks.


Respectfully submitted,





/s/  IRA KALINSKY
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