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Direct Testin ony of Ben ®hnson, PhD.
On Behalf of the Kansas Comporation Camm Bson Staff, DocketNo. 97-S00C-149-GTT

SWBT's Cost Studies

let’'s tum to SWBT's cost studies. Would you pkase gire an overvew of the
Campany’s studies and m ethodology?
Yes. Accoding t© SWBT, is proposed UNE cost study procsess 5 an adaptaton of the IRT study
procsss T has used Prmany years © st il adff mtes. [SWBT, Description of Unbundled
Network Element Cost Studes, 1997.] The Campany ako mahtahs that is dudes are
Yonsstentwith the KC requiements 1 CC Docket 96-98."" [H., p. 6.] Thus, the Canpany
beleves is proposed approach 5 aonssentwith the KC’s TELRT aoproach.

Generally, SWBT kegins by catubting phnt nivestment, usihg a seres of propreary
mockek soedift to catah kids of phnt. These hclide, am ong others, s bop costmodel
[LABT) and Beloor's switchihig costmocel CB). As SWBT exphns,

[Pllnt nvesments are cmputed Or each camponent refeding the mik of
equmentused today © provike the aomponent, aporoprate equioment
quantites, vendor priss, captalred engnearng and Hoor costs, sugeont assts
(such as power equim ent and buidhgs) and others. [H., p. 9.]

BT detem hes vestment per unit by agoying fill factors based on proeded utilizaton
percentages (e, the mto of phnt h use © histaled pant over the lfe of the asset), and usss
Is CAROOST mocel o canpute @apial coss. Capial costs hclide deorechaton, hioame taxes, and
the costof money. BT then alkubtes reaimhg gperathg expenses, sudh as mahtenance, ad
vabram taxes and adm hstatie espenses. Fhally, the Canpany uses is Autom ated Cost
Extracton Sysdem @CES) to catubte the annualand monthly costof the F=m 1 queston.

SWBT devebps bop vesments using a seres of unlhked datalbase sampk fies,
htem edate goreadsheds, and modek. Thave attached a fow chart which epresnts my
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understanding of the Inkages and fows of data withn ths sres of data fiks, spreaddeds, and
modek. Iwilprovie a more ddaikd explnaton of the procsss Bter n my edimony when I
disaiss the bop modelng procsss speciically. Twould note here that the Camm Bsbn's

m Bgings about the haceessbilty and &ck of user frendiness of SWBT's propreary modes, as
epressed 1 is Dacanlber 1997 Order, have been amply bome out 1 my experence 1 analyzng
thosemodel n ths procesdng.

Revew Difiuites

Q. D you encounter any pmblms meviewing the Company’s studies?

A. Yes. We experencad two types of prdokm s. The first tpe Ivoled the structure and farmat of
the Campany’s modek. The second type of probEm 1voled the sagportng documentation
provied by SRBT.

Q. Coul you ebborate upon your problms with the Campany’s costmodek?

A. Yes. We encountered numerous difcutes 1 our efforts o trace through the Campany’s cost
mockelng procsss. Themoceks and sudes are oread acoss num erous diferent camputer fies
and paper documents. Athough the Campany ultimatey provided ebdrontt aypes of mostof
te key comporents of the m adelng process, these copies were not all receiead at the begiming
of our nwestoation, and they were not Inked 1 a way that would enabé an audior © tace
from Tputs o outputs . Canpounding ths prdokem, seraal of the most i portant portons of
thetr costmodelng procsss were notprovided © us h an ebdront Hm at that would have
albwed us o study the atjoritm s and more qukly understand the fnerworkings of the
studies. With these modeks €g., SCB, ACES, IRBT and CZPQCST ) we coull ses only what goes
T and what cames out. At kast frm our perspective, would be BT to chamcerrze thee
madek as ‘bEck boes.”
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Are other popular cost modek ako ‘black boxes” where the user can onlyy see what
goes in and what cames out?

No. Forexampk, the BCEM and Hatfied modek prevousy evewed and egded by the

Canm Bsbn) are Ypen”modek develbped ushg the popubr Miciosoft Exael soffware. With these
Yhss box’modek, a user can vew aboritms and tmuhbs and tace all the way from the
Tput data to the oufput valies, thereby gainhg a much more ampke and precse
understanding of the model Furthem ore, these modek are publcly avwibbk and @an be
operated usng publc data, therby elm hathg confdentalty concams and the ambersane
resrrtons that aoply © the use of propreary data.

I contast; the SWBT modek and supporthg data were all provided under the s of
stringent propretary agieen ents that complicate an audior's work. Forexampk, reaits of the
mockek dolathed 1 cne jirsdtton or proceedihg are unusabke Hr purposss of a critue or
camparison h another Jurisdeton or prooseding, which  preclides direddy makng comparsons
and “Zealty dedkd’ of the reailts of different studes and different assmptions. More critcaly,
the modek’ bck of htegaton hereases the tine equied © vary puts exoarmentally, and an
outste anal/st cannotle cartah that the eaulting outputs are dieddy comparabe o those
suam ited by the Campany. Whether ntentonal or not, the hck of ntegation and the presene
of propretary estrictns make tmore dificut for the partes t© gah a sold understanding of
the modek and make i harder for the Canm ssbn t© gah any pearspectie on the valdity, or
Bck of valdty, of particubr cost esimates. As Iwillexpbh further bebw, the Caonm ssbn
should require SWBT to correct these defcacies 1 ther madek.
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Di you hmgely overraome these pmblems?

Tkelewe we dd ovarcane mostof the pidbkms with analyzing the bop cost studes, the area nn
which we concentrated mostof cur eforts. As Twillexpbh 1 greater delall bey, with a
concerted effort we succeeded 1 understanding-—and subsequently duplcating 1 a spreadshest
form at-—the IPVST and ACES modek. Furthem ore, we eedrontally nked these modekl o
varous otherdata fies and spreadseds, therby reasating SABI's bop costm odelng procsss
1 a hrgely auttmated system . Thi helbed us fully undarsstand the procsss, and atked h our
Twestbaton of varous sales. With regad o studes other than bop costs, we encountered

sin ibr probkEms, but due o tne constiants we were notabk to accmplsh te sme sortof
replcaton or htegaton.

Would you now disaiss the second type of problems, nvoling SWBT's supporting
documentation?
Over the course of cur twestgation we deat with num erous Campany parsonnel, all of wham
were hthly aoocemtive and offen went out of ther way o answer our questons and o track
down data we had requested. Degpie this hoh Ewelof cogparation, we encountered numerous
prookms thmoucghout the dscovery procsss. Sane of the probkms may hawe been due
m Beomm unicaton and m Sunderstandings, and same of the prdbEm s may hawe been due t©
heawy workbads of the SWBT personnel and the fict that they are handing multpk procsedings
T multpk jrsdtons. Howevey, a root cause of these probEms sans © be the Hct that SWBT
has 0 many diferent cost studies, each with many different camponents and data sourcss, and
there ar gopaently £w, if any, pecpe wihihh SWBT who fully undarsstand and are fm iar with
the il prre.

Chefamong the probkEms we encountered wete sibstantal delys 1 dbtahihg compkte
aopes of the st studes, hcliding workpapers and source documents htegral to those studes.
e had troubk ganhihg fill aceess o the Company’s bop cost model procsss and s assocated
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Tvestm ent devebom ent spreadshedts. For exam pk, GROKSO6forRFIxE B an htegml part of the
bop cost study; i tvoles numerous puts, htem edate aluktons, and outputs hatbecome
Tputs o IRRT. We finaly eeird an ekdront apy of this porton of the bop study
approxin ately 7 wesks after cur hial request

What SWBT styes the Broad Gauge Repcort!” 5 another ntegral camponent of the SWBT
bop modelprocsss; from i histaled cabE osts are nput © the GEOKS96OIRFIXE goreadshedt.
e dotatned a hard copy of the 1995 Broad Gauge Report early 1 the dbcovery procsss. h an
effort o analyz it data and understand the modeng procsss, we expended many hours of
Hoor unsuasssiully tyhg © tace this data through other steps of the costm odelng procsss.
Aswe sbwly gahed an understanding of other parts of the procsss, we became hcreasngly
convinced there was a probEm 1 this ara. Ultm atel, we were abk to confim  (hrough
verifcation by a SWBT Subgdt Matter Expart QVE) , the nature of the prcbkm : the TEIRT Loop
realts fied by SWBT actually used data fom the 1996 Broad Gauge Report, but we were not
provied a cpy of ths hformaton, nor was a copymade avaibbe durng the dscovery phase.
Fnall, on May 7, 1998, ainost 11 weeks afer twas nitaly rquested, we recird an eedrontc
copy of the 1996 Broad Gauge soreadshed.

ThE, unforttnately, was not a uniue exoerence. On two other cc@sins, we endgaged
exensive revews of studes or workpapers provoked by the Canpany and bng but futie atempts
© tace numbers, only o find cut Ater that the materal we were workhg with was cutdated or
didn"tmatch otherparts of the sudes. Ths hapoaed 1 our revew of the Canpany’s Cost
Fador Binder; and 1 our eview of Locp Savie Order costs, as wellas 1 our attempts o use

the Broad Gauge Report.

Do you believe the Campany was being delberately cbstructire in these instances?
No, Icon't Tkelere te praolam s Thave descrled are symptan s of weaknesses In the
Canpany’s chssiftaton, procssshg, and dissam hation of tedintcal hiform ation. But, mostly the
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prdobn B the excessive aan plextty of IWRLY s aost studes, which is aom pounded by the fact tat
the varous components have notbeen ebdrontaly Inked with each other.

e were offen fiustrated by the dsogantzed manner 1 which SWBT provoed sudes and
source documents—m ost of which were delivared © us without the hdeses, tabs, or other
ditlers that were appaently hclided h the orighak fied wih the Canm ssbn, and 1 copes
provied o otherpartes such as AT&T. Ako, i appears that SWBT ocastnally used diferent
tes for the ssme study or source document. Cam pounding the probkem, SBT often provoed
stacks of source documents 1 a genaal regoonse © mum erus oecifc hform aton Requests,
without hdicathg which portons of the sack of parers appled o each spacic equest. Thi
made I difftut or mpossbe to confim whether or not we had recired all of the e&ant
studies and supporthg documentation that had been requested. Whik this mphg” of paper
undouotedly saved SWBT tine 1 preparing thet dscovary egoonsss, it hceased the risk of
Tems £lihg between the aacks €g. fems notanding that SWBT had ntended to send) and &
certainly made tmore diffiult to determ e which item's, if any, were egoonsie © soecifc

portons of cur requests.

What inpactdid these pmwblems havwe on your mvestigation?
They npeded the progress of our nivestoaton t© sane extent, and kecause we were workng
underboth tine and budge: constiaints, they have prevented us fam deliring as desply as we

would have Hked nito same aweas.

What are your recmm endations conceming the pmblms you have been disaissing?
Irecmmend that the Canm Bson address these weaknesses 1 the SWBT sudy appoach, which
T reagnzed 1 the previous phase of this procesding, and this tne hclde Bnguage 1 the fnal

order 1 this procesding r=quing SWBT t© evise and mprove Is agoroach n at Bast two ways.
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Fist, the varbus data fiks, models and other components of the study procsss shoud
ke converted 1o standard perscnal camputer omats €g. Acosss data bases, Exael spread
shests) © the maximum extent feasblk, and copes shoud ke proviked to the Camm Bson, the
staff and the otherpartes 1 an eedront Hm at at the tine of filng. Thi woul albw everyone
© analyz the sudes “on saes” ather than keng oroed t© work with hard copes or © ask
for ebctranic apes of te stdies durig the discovery process.

Seaond, the data fies, modek and other camponents of the study process shoudl be
ebdrontaly Inked together, or ntegrated, t© the maxinum exent feasbke. Ths woul smplify
the evEW procsss, and reduce the need Dr extendad dismvery. When the data fows through a
conthuous ebdront procsss, £ 5 aeaser to document the sudes, and easer to understand the
Tputs, assum ptons and agorttm s used 1 preparng the sudes. Thelewe a hoher Bwelof
ebdront ntegrtion would Broel elin nate the typss of discovery prdoEms we encountered
thi prooceeding, and twould alow the Staff and otherpartes © gah a degeer understanding of
the cost stides.

As Imentbned aarler, we have broel accamplished this type of comersin and nkage
procsss for the bop studies. The prinary exapton 5 the CAPOOST m odelwhich we dd not
recie or Ink © the otherparts of the bop studes. However, 1 would cartanly e feasbke or
SWBT to devebp anabgous anyhg chage fctors without the use of CAPCOST, usthg a
spreadshedt that coud e freely dstrbuted o the Staff and otherpartes. T tum, ths could ke
Inked with the othere&ments of the sudy procsss, thereby ensurng that the entire study
procsss would be ebdrontally Inked together and dstrbuted o the partes. Based upon our
suassss h reaeatng and Inkhg etments of the bop studes, I feel confdent that SWBT coud
acamplsh sin fbr mprovanents h other areas €g. nonreairrng cogs, transport cogs), h
regoonse © aooroprate Anguage h the Canm Bsbon’s oder 1 this phase of ths proceeding.



