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let’'s um to the third section of your testinony. Have you reviewed SWBT's
colbcation cost study?

Yes. Ater conpleting our initial review we concentrated most of our attention on cetain aspects
d the study. Acoardrgly my testimany is facused on ST s estimated power invest et its
edimated building investment and a few ather aspects of the Gonpany’s st edimates

Colbcating CLECs are apparently being chamyed Ess i Texas for power
consumption than they would in Kansas, if the pmoposed tariff were approved as
filed. How do the fanff rates in Texas compare  those proposed by SWBT i
Kansas?

S/BT's es tariff includes monthly power consumption charges ranging from $104.96 for 20
amps to $1,049.57 for 200 amps, or $6.25 per amp. In this proceeding, S/BT is proposing
pover consumption charges ranging from $302.70 for 20 amps to $3,026.96 for 200 amps, o
$15.13 per amp. Hence S/BT is proposing pover consumption rates in Kansas that are nearly
three times the rates vhich are curratly in effect in Texas.

How did SWBT estinate is power consumption costs?

S/BT began by edimating gross investment amounts for back up gengators, power plants,
Battery Dstribution Fuse Bays (B0, cable and racking. These investment amounts were then
divided by their regpedive capadties (in amps) to develop a cod per BCamp. The per amp
cads wvere then summed to arrive at a total pover equipment investment per OC amp of
**Proprietary Proprietary*** S/BI then applied capital cost and expense factars to
develop a total annual cogt per DC amp, which was then divided by twelve to develop a monthly
pover equipment cog per DC amp. S/BT then added the nmonthly AC enargy cost per BDC amp,
and the nonthly HVAC cogt per amp, resulting in a total monthly power consumption cost per

amp of ***Proprietary Proprietary*** S/BI then applied a common cod factor to
convert this figure into the pa amp rate of $15.13 as shomw in its proposed tariff.
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Do you know why SWBT’s proposed power consumption rates in Kansas are so much
higher than the mtes in effect n Texas?

| have nat seen any detail regarding the devdopment of the rates included in the Teas tariff.
However, my impression is that S/BT is udng different input assumptions, sud as higher
investment amounts, in developing its proposad Kansas rates

Have you tried o detem ine whether SWBT's prmoposed power costs are reasonable?
Yes. During the discovay process we asked S/BT to provide us with the Enginegred, Fumished
and Installed (B=8l) cogt incurred by S/BT for its 25 nost recent purchases of catral office
backup gengrators, poner plants and BOBs. In regponse S/BT provided the aost of 9 backup
gengators, 10 pover plants, and 20 BIBs. [See responses to Saff IRs 4-6 through 4- §].
Wile the information which was provided was intereding, it was not diredly comparable to the
THRC edimates included in S/BT's aost study. Al of the prgeds included in the discovay
regponse involve enhancements to an exsting wre center. None involved condruction of a brand
newwre center, wiich would be analogous to the TH.RC approach required by the F3C for
cevdpmet o adlacation costs. Rrthermare, there are dfferences in prgect size vdtege leds,
buildout levels, and ather factors which meke it difficutt, or impossble, to diredly compare the
dscoery respnses to the assumptions used in SVBP' s cost study.

Have you cbtained any other data which mightbe usafil in evmliating this ssue?
Yes. The Gilifornia Rublic Uilities Gymmisgon has an ongoing proceeding in which it is
investigating conpetition for local exchange sevice [Investigation 95- 04- 044]. In that
proceeding, the Gilifornia Gommisgon recently rejeded collocation cot models gponsored by
Pacific Bdl and GQE Gllifornia, and approved AT/ MI's llocation Gst Mdel. [Assigned
@mmisgoner’'s RUing, January 13, 2000, p. 4- 5]. The Gllifornia Gmmisson ordered the
parties to submit collocation cod reauts usng ART/ MI's @illocation st Mdel, and alloned
them to use their own recommendad inputs as long as the dnanges were adeguately explained
and docurrented. [Id., p. 5]. Thefiling deadine for these submittals was February 28, 2000. Ve
obtained a copy of the inputs related to pover investment that were submitted by S/BT's Sster
conpany, Pacific Bdl, in the Gliifornia proceeding. In reviewing this submisson, we determined
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that the inputs recommended by S/BT's sster conpany, Pacific Bdl, equate to a cogt of
***Propristary Proprietary*** per amp. This figure is also lover than the figure
proposad by S/BT in this proceeding

V& also recived a copy of AT/ MI's illocation st Mdel which was submitted in
Texas The analogous pover investment per amp input is $222.45, which is substartially less
than the amount proposed by S/BT in this procesding.

Have you bokead at any other data in an effort tb assess the masonablkeness of
SWBT's assun ed power ivestments?

Yes. | revieved the analogous assunpations used in the compliance codt studies filed by SV,
vwhich were used by the Gmmission in sdting UNE rates for S/BT in Docket No. 97- STAC 149
GT. Smilarly, 1 reviewed the analogous assunyations in the F3Cs syntheds nodel, which vas
used by bath the F3C and this Gmmission in edablishing cod- based universal savice support

for non- rural cariers.

Can you exphin your review of power costs i SWBT's UNE studies?

Yes. In Doclket No. 97- STAC 149- GT, S/ filed switching cost studies and supporting
docurrentation that included swtching investment amounts for Kansas wre centers with forvar d
looking switches. In these dudies S/BT included a factor which it multiplied times its swtching
investimernt, in orde to estimet e misodlaneous commm investments assoda ed with these
switches, including powver- related investments. | looked at the amount of these power- related
investments in the UNE studies and comverted them to a corregponding investment per amp.
This can then be compared to the pover investment per amp S/BT assumes in the cllocation
studies in this procesding.

M e specifically, in Docket No. 97- STIG 149- GT, the Gmmisson acaepted S/BT's
proposal to apply a factor of ***Proprietary Propriefary*** to the drect investmant
developed in the S/BT swtching UNE studies This factor included various other common
equipment in addition to pover equipment [See responses to Saff IRs 6-3]. In an effort to
focus more diredly on the pover investment related to the switch, | removed the portions of the
calcuiations which relate to ather common equipment (part of the nunerator) as vell as the
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portions relating to circuit and ather equipment (part of the denominator). The reaulting factor

Was ***Propristary Proprietary*** wWich provides an indication of the megnitude of

powe investmats rdative to the raaed switch investmert. | then gppied ths ***Propristary
Proprietary*** factor to the forvard looking switching investment, to arrive at an

edimate of the total pover investment included in the LNE studies which is ***Proprietary
Proprietary*** as o on Shedule 2.

I the wlbcaton studies, the power nvesiment is stated on a per-amp basiks. Can
this btal power nvesiment from the UNE studies be converted o a comparabke
fgure?
Yes. KW data ove a thirteen month period was available for each S/BT - Kansas cantra office
[pages 5A 7 through 5A 13 of the S/BT Gllocation study].  To convat this KA data to amps,
| used the formula ***Propretary Proprietary*** consistat vith
the assummtions used on page 7 of the RC Ddail in S/BT's Mllocation (st Mdel.xis. However,
the KA data, as well as the reaulting amperage, relates to all equipment located at the central
office including multiplexers and other itens which are not categorized as “switch” investment.
In discovay we asked S/BT for additional data conceming their pover investment, as vell as the
edimated number of total amps for each wre center, but S/BT was unable to provide this level
d odal. Acordgly, to comdete this exerase it is necessary to make a ressonable assumtion
conceming the portion of the KWiA usage, and corregponding amperage, wiich relates to the
switch investment relative to the portion which relates to other equipment and facllities at the
catral office Wile the proportion undoubtedy \aries depending upon the daracteristics of each
catral office and particularly the amount of non- switching related eguipment at each location,
it is reasonable to assume that the substantial mgjority of the pover usage and amperage
relates to switching equipment. Mr e specifically, | assumed that anywhere from 50 - 66.7%00f
total pover consumption and amperage relates to switching investment, wiich suggeds that the
pover investment included in the approved UNE rates ranges from ***Prcprietary
Proprietary*** per amp. This range is ubstantially lower than the ***Procpristary
Proprietary*** figure used by S/BT in its Mllocation studies in this procesding.
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You mentoned using the FCC Model as another point of refrenee. Can you exphin
your review of that model

\&s. | revienad the defadt inputs sdected by the RKOCfar use in devdgping cost - based federd
universal sevice suppart for non- rural LEX The switching inputs to the FGC Mdel are based
upon a data sd that excludes power and main distribution frame (MIH from total switching
investments. In Docket No. 96- 45, 1 the Matter of Federal and State it Board on Universal
Servig the RIC dedded to increase total switching investments included in its switching database
by 8 %to edimate total investment associated wth power and MIFs. [FGC 99-304, (xtober 21,
1999, f[305]. This factor is conceptually Smilar to the factor used in developing S/BT UNE rates
Unfortunately, neither of these data sources provides amperage and other details wiich would be
necessary to make a predse, drect camparison o these investmart amaurt s vith the power
investments used by S/BT in this proceeding. Accordingly, | identified the total end office
switching investment developed by the F3C model for the S/BT wire centers in Kansas for which
ve had KW data available, which is $166,360,556 (prior to application of the pover and MIF
investment factor). The coregponding power and MIF investment is $13,308,844, (corresponding
to the 8 %factor). | then divided this result by the anmperage assodated with those wre centers,
using the same assunyations and procedures decribed above.  This yielded a range of
***Propristary Proprietary*** (including MIF investment), which is
subdantially lover than the ***Propristary Proprietary*** figure proposed by S/BT
inthis proceeding. Y&, the later figure exdudes M- invest mert.

What do you conclide from your analysis of SWBT's assumed power nvesin ents?

In my opinion, S/BT has nat adequately demonstrated thet its proposed pover rates are just and
reasonable. The proposed rates are based upon aost edimetes wiich greatly exceed the
analogous estimates subnitted by S/BT's dster conpany in Gllifornia, as vwell as severa other
meaaures of pover cods, as disausxd in the previous sedion and summarized on Shedule 2.
S/BT has nat provided any evdence that its pover cod edimeates in this proceeding are nore
acarate than these altemative edimates nor is there any reason to assume its sts in Kansas
wauld necessarily ke higher than what AIRT estimeted in Texas o Radfic Bl estimeted in
Glifornia. Under these drcunrstances, | believe the Gommisson should rejed S/BT's proposed
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pover rates and adopt a more reasonable rate, based upon an investment of not more than
$300 per amp. This would be nmore consistent vith the pover codts included in the recently
approved UNE rates the pover cods included in the F3C Mdel, and the pover cods
recommended by S/BT's gster conpany in Gllifornia. This level of pover investment would resuit
in a monthly per amp pover rate of not more than $12.08 which compares to S/BT's proposal
tariffed rate of $15.13.

How did SWBT estimate is buiding costs?

S/BI asked a consultant to provide estimates of the aost of 3 hypathetical buildings based upon
the awerage 3zes in 3 different categories S/BT defines Gategary 1 buildings as those with floor
space greater than 3,000 square fed and with significant critical equipment. Gitegory 2
buildings are thase with floor space greater than 3,000 square fed but wth limited aritical
equipment.  Those buildings with less than 3,000 square fed of floor space are considered to be
Gategory 3 buildings.  The conauitant provided S/BT with a one page letter seting forth his
edimates The average square footage for each category and the estimated construction cods
including HAC (heating, ventilation, air conditioning) are shown in Table 1 bdow These
investment amounts vere then adjusted to renmove the estimated H/AC cods attributable to “heat
recovay” (the additional coding neaded to offsd the heat gengrated by telephone equipmen),
because SVBI praposes to recover these costs separady.

Tabk 1
SWBT's Constnuction CostEstimates for New Buildings
Used nh SWBT's Colbcaton Studies
***Propristaryrrr
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New Building Syare Fed Toa per S R Total Exduding HAC
Gitegay 1
Gitegay 2
Gitegary 3

How were the nmvestments Hr each buiding category used n the cost study?

S/BT developed a weighted average investment per sg. ft. (excluding HAC aosts attributable to
heat recovey) based on the assumed nunber of wre centers which vl provide collocation within
each huilding categary. The weighted average building investment of ***Propristary
Proprietary** was added 1o land investments of ***Propristary ~ Proprietary*** per
sq. ft. and various factors were applied, resuiting in a total land and building cogt per sg. ft. of

***Proprietary Proprietary*** per month. The proposead rate of $6.67 vas developed
from this figure by adding an alowance for common cods.

Have you tried to detem ine whether SWBI' s assum ed building iwvestment Evels are
reasonable?

Yes. During the discovary process we requested a copy of the workpapers and other
documentation which support this portion of S/BT's aost study, and we disaussed the
methodology and assurmations with S/BT personnd. Ve also researched altemative data sources
which could be used in evaluating the proposed cod levels.

Do you hawe any conems regamding SWBT's proposed buiding nvesiment?

Yes. | have sevaral concems. S/BT has nat offered much evidenae to suppart this portion of its
request. The testimony that has been provided is quite skimpy, and the S/BT witness goonsaring
this tesimony (Githcart) didn't even devdop the estimated investment amounts in question.
Instead, she relied on the opinion of ancther individual (a consultant hired by S/BT). Thet
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individual’s opinion was provided in the form of a letter, which | have attached to my tesimony
as an exhbit.

The individual who devdoped this opinion conceming typical condruction cods did not
submit tegimony in this proceeding and did nat wor k under the dired supervision and contral of
a S/BI wtness in this proceeding. This is certainly an unusual way to develop codt information
for submisson to the Gmmisson. Gven the importance of these investment edimeates to the
proposed collocation rates it catainly would have bean preferable for S/BT to submit detailed
tegimony from the consultant who actually devdoped the estimates in question. The lack of direat
evidntiary support far these figures is execerbated by the skinpy naure d the limited
documentation which has been provided. The edimates presented in this letter refled numerous
asumptions, parameters and calcuiations which have nat been disdosed in this doaument, and
which have nat been provided to the Gommisson or the parties for reviewand analyss.

Aside from the Jck of evidentiary support, do you hawe any other coneems

regarding SWBT’'s pmwposed buiding costs?

Yes. The building investments driving the building cogs, which range from ***Propristary
Proprietary*** per square foot, seem rather high, egpedally for a state like

Kansas as explained bdow

Have you bcated any public data sources which can be usad o assess the
reasonablkness of SWBT's estin ated buiding invesim entper square Hot?

Yes. TheR S Mans Gnpany, Inc. (RS Mans) conpiles and publishes building condruction
cod data for a wide variety of different types of buildings. sing adjustment factors to refled
local labor and meaterial cod differentials, this data can be used to evaluate or edimate
location- specific construction cods for numerous different areas

Can you pkas= ebborate on why you think this data can be used o evaliate the
reasonabkness of SWBT's assumed buiding invesiments?
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RS Mans is wdely relied upon by individuals and firms having a nead to develop or evaluate
condruction cod edimates The codt data is derived from more than 10,000 actual condruction
proeds contained in the RS Mans database This vell known national publication also provides
adty cost index which alloas ane to mare accurady estimate huldng costs spedific to
particular areas including Topeka, ithita, Salina, and other locations in Kansas This is
accomplished by applying local cod ratios to national averages

Athough the RS Mans data may not provide a pafed match with the spedfic buildings
in which S/BT offers adllocation, it is well worth congdering, since so many agpeds of the
condruction process are generic to different buildings. Al buildings need floars, walls, calings
and roofs. Buldings with numerous wndows obviously aost more than those with fewor no
wndovs, and buildings wth numerous interior partitions abviously cost more than buildings with
fewor no interior partitions. Wile differences may exist between particular buildings, these
differences are nat sufficient to negate the benefit of using conparative codt data of this type
This is particularly true in this instance since RS Mans provides cod data for a specific
category of buildings which is dredly relevant to this proceeding: Tdephone Exchange buildings.

What are the estimated costs of constructing buidings i Kansas, according o the
data published by RS. Means?

The national median cogt per square foot to condruct a Tdephone Exdhange building is $141.00
[1999 RAvkans Building Gonstruction (st Cata 57th Annual Edition, page 478].  This figure
includes the contractor’s overhead and profit, but it generally does not include the aost of land
or the architedural and engineging fees. Snce this is a median figure, this implies that 50%of
the projeds in the RS Mans data base had lower cods and 50%had higher cods.

To convat this national median into a location- specific estimate, one can apply ratios
which are gedfic to particular cities RS Mans publishes aty indices for Mterial, Installation
and Total cogs for 13 Kansas cities For example, the Total city indices range from a low of
77.1 for Hitchinson, Kansas to a high of 92.1 for Kansas Gty [1999 RAvéans Building
(nstruction st Cata 57th Annual Edition, page 618].  This indicates that condruction cods in
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Kansas Gty can be expected to run approximetely 7.9%less than the national average, while
cods in Hitchinson can be expected to run approximately 22.9%less than the national average.
The simple average of the Total indices for the 13 Kansas dties is 829. This suggeds that
cods in Kansas can be expeded to run about 17.1%less than the national average.

Applying these Kansas- spedfic indices to the national median cogt of $141.00 per square
foot suggests that the aost of building a Tdephone Exdnange building in Kansas can be expeded
to range beveen $108.71 per souare foot ($141*0.771) and $129.86 per square foot
($141*0.921). The ovadl avarage for the 13 Kansas dties would be approximately $116.95 per
square foot ($141*0.829).

Have you reviewed any other data which aan be used o assess the masonabkeness
of the buiding nvesiment amounts assumed by SWBT in is oolbcation cost
stdies?

Yes. [Cata filed by S/BT in Docket No. 97- STIG 149- QT provides the ambeddad investment
associated wth actual buildings in Kansas This information was relied upon by the Gmmisson
in developing S/BT's LNE r ates

Can you pkas= ebborate on the enbedded cost data filed by SWBT in DocketNo.
97-SCCC-149-GIr?

Yes. In that Docket, S/BT filed swtching codt studies and supporting documentation that included
building factors. Included in the supporting documentation was an edtimete of Networ k Building
Investment. S/BT also provided souare footage data during the discovey phase, making it
feeside to caladat e the embeddsd investmat par sg ft. far spadfic wre certers. My andysis o
the data indicates that S/BT's embeddad huilding investment (before subtracting acaumulated
depredation) is approximately ***Propritary Proprietary*** per sg. ft. as dhomwn in
Table 2 bdow
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Tabk 2
Embedded Buiding hvesin entper Square Foot
Used i SWBT's UNE Studies
***Propritary*t

Bmbeddad Netvor k Blildings —Investment
Bmbeddad Netvor k Buildings —Syuare Fed
Bmbeddad Investment per Suare Foot

E this enbedded buiding nvesimentper squar Hot directly comparablke © the RS
Means data, or the estinates used by SWBT 1 is colbcation cost study?

No. The most adbvious difference is that most of these buildings were constructed many years
ago, wen labor and material cods were lower than they are today. Thus it is not surprising
that the RS Mans data is higher than S/BT's embeddad investment per square foot.

Has SWBT proviled any data which woul indicate the extent to which construction
costs have increased above embedded Evels?

Yes. S/BT provided an estimate of the ratio of current to enbedded building codts, which it
proposed to usein its devdoping UNE rates in Docket No. 97- SG3G 149- GT. The Gimmisson
rejeded the use of these ratios, and instead relied upon the unadjusted gross book investment
amaurts. Nevertrdess, these ratios prodde some wisefd insights inthe presat cated Mre
specificaly, if we apply S/BT's aurrent cod to book aost (GI B) ratio of ***Proprietary
Proprietary** to the arbeddal investment of ***Propristary ~ Proprietary*** per
square foot, S/BT's data would indicate a aurrent cod of condructing netvwor k buildings of
approximately ***Propritary Proprietary*** per square foot. This figure is higher
than the RBvans data, but less than the figure used by S/BT in its cdllocation studies

Ar there any other buikding or fbor space mhted Esues you would lke to
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discuss?

Yes. S/BI has included non-recurring site conditioning cods pe sq. ft. in its adllocation study.
Lsing a methodology smilar to the one described above, they developed weighted average ste
conditioning cods pa square fed.

E i appropriate o inclide site condiboning costs  the colbcaton mtes?

it would be reasonable for S/BT to recove these aosts, if it were only beang reimbursed for its
embedded building investment. Mist of the existing buildings were constructed many years ago,
at a time when labor and material cods vere lover than they are today. These exsting buildings
can acconmodate llocation, but it is Sometimes neaessary to retrafit or rermodel portions of
the buildings. In some cases, space wich was previously unused (e.g. basaments) can be
remodeled to accommodate collocation.

However, under the approach used by S/BT in developing its proposed collocation rates,
it is not appropriate. In effect, S/MBT seeks reimbursament for the aost of congructing brand new
buildings, but it also wants to be reimbursed for the aost of retrdfitting exsting buildings. This
effeivdy reaults in double dharging QB They would be required to pay the aost of a brand
new building plus the aost of retrdfitting or modifying space in an exsting building. i S/BT vere,
in fact, to condruct al new cattral office buildings, these would appropriately include all of the
attributes needed to accommodate aollocation, and thus additional conditioning or retrafitting
cods would be unnecessary. Ginvasdy, if QES are to be dharged for the cost of conditioning
or retrofitting exsting buildings, it would be nore appropriate to use the embedded building
investment, rather than the aost of condructing a new building.



