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June 22, 1998

Ms. Lisa Gelb, Chief
Accounting Policy Division
Federal Communications Commission
2100 M. St., NW, Room 888
Washington, D.C. 20554

Dear Ms. Gelb:

It is a pleasure to respond to your request for further information about the
relevance of certain analyses performed by Jeffrey Prisbrey of the Commission staff
concerning the consistency between the geocoded customer clusters input to the HAl
Model and its engineering ofdistribution plant. Although Mr. Prisbrey correctly
notes that his analysis, "does not attempt to test the accuracy of the distribution or
feeder algorithms used in the HAl model," AT&T and MCI believe that properly
applied, Mr. Prisbrey's analysis provides a strong indication that the HAl Model does
engineer adequate distribution plant to reach its customers.

AT&T and MCl appreciate the Commission's interest in ensuring that the cost
model it selects takes every possible advantage from its data -- and is not 'just better
than its competitors." Indeed, the Commission has recognized that geocode data such as
those that underlie the HAl Model are much more richly useful than surrogate indicators
of customer location. 1

Therefore, it is natural for the Commission to inquire as to how well the distribution
plant engineering algorithms in the HAl Model support the superior data that it uses to
identify its distribution areas. 2 Indeed, it is only because the HAl Model determines its
customer clusters from geocodes that a comparison between its distribution areas and

1 The HAl Model v5.0a uses geocode data to determine accurately and consistently customer counts,
customer location and customer clustering. Neither the BCPM nor the HCPM use customer geocode
data for these processes. Thus, they cannot achieve equivalent accuracy or consistency.
2 Because none of the HAl Model's competitors locate customers to a level finer than an entire Census
Block, they are unable to identify customer clusters. Instead, these models must use arbitrary
assumptions about where customers are located within Census Blocks. Typically these assumptions take
the form of postulating a uniform assignment of all customers to grid cells based on ad hoc surrogates
such as relative surface area or "road" mileage.
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geocodes is feasible. 3 In contrast, because other models, do not necessarily engineer
their distribution areas in the same locations or with the same spatial configuration as
where they postulate customers to exist, correspondences between the cable lengths that
they calculate and distances needed to link the actual customer locations in that
distribution area will be largely coincidental.

AT&T and MCI have examined Mr. Prisbrey's analysis, as well as some
rudimentary analyses proffered by Sprint, concerning the consistency between
geocode and engineered distances in the HAl Model. The attached presentation
(provided to the Commission staff on June 9 and filed ex parte with the Commission
on June 10, 1998) demonstrates that because these analyses, variously, do not
account for the use of actual cluster data, the character of surrogate geocodes, the
existence of outlier clusters and/or the use of drop cable to reach customer locations,
they exaggerate greatly the issues they address. This presentation makes clear that
when these analyses are properly corrected, these studies show that the HAl Model
engineers reasonable amounts of distribution plant in all density areas. 4

Because Mr. Prisbrey's analysis represents a serious step towards understanding
better the relationship between geocoded customer data and telephone plant
engineering, it is extremely disappointing that certain LECs have chosen to
misrepresent its import to state commissions, apparently in an attempt to discredit
this Commission's efforts to establish proxy cost modeling as a standard for
determining forward-looking economic costs. I have attached several such letters
sent by Bell Atlantic that misrepresent your staff's conclusions. The best way for the
Commission to both implement a nonrural universal service plan and to respond to
such LEC actions, is quickly to select as its cost model platform the only model that
incorporates geocodes - the HAl Model. This will ensure that all participants'
subsequent efforts will be constructively applied towards improving still further the
usefulness and accuracy of the HAl platform.

In conclusion, AT&T and MCI would like to reiterate that no model will ever be
perfectly precise and incapable of being improved. Because the HAl Model is
modular, and uses granular and precise geocode data on customer location, it is the
best model today; and because it is also the most capable of being enhanced as input

3 For example, the BCPM's input data process postulates customers to be spread uniformly along a
selection of roads, or in dense areas spread uniformly across a given geographic area. But, when the
BCPM actually engineers its loop plant, these prior assumptions are cast aside in favor of engineering
all of its loops in a square array of backbone and branch cable that has been: (1) shrunk from the gross
area where customer locations initially were postulated; and (2) placed at an artificial location known as
the "road centroid" of the grid (a location where there may be neither roads nor customers -let alone a
cluster of customers).
4 A further difficulty in conducting these analyses stems from the lack of any precise standard as to what
is the "right" amount of distribution cable. See Charts 15 and 16 in the attached presentation.
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data and engineering knowledge improve, it will be the best model tomorrow.
AT&T and MCI look forward to working with the Commission to further establish
and ensure the accuracy of the HAl Model. Please contact me if you wish further
information on any issues related to the HAl Model.

Two copies of this Notice are being submitted to the Secretary of the FCC in
accordance with Section 1. 1206(a)(1) of the Commission's rules.

Sincerely,

~6~ 117· C{C0L-te (tLiL
Richard N. Clarke

Attachments

cc: D. Stockdale
C. Brown
B. Wimmer
R. Loube
C. Keller
B. Clopton
R. Smith
N. Wales
1. Prisbrey
S. Todd



HAl Model v 5.0a

Why it Engineers the
Appropriate Amount
of Distribution Plant

AT&T and Mel
June 10, 1998

Overview

• Several parties have suggested that the HAl Model S.Da
(HM) may not engineer lengths of distribution plant
sufficient to reach all customers because:
I PNR cluster configurations do not match sufficiently closely the

distribution area (DA) engineered by the HM
I HM distribution cable lengths are inadequate to reach to the edges

of the PNR clusters

I A correctly executed analysis of these issues demonstrates
that the HM engineers:
I Sufficient distribution plant to reach customers in the lowest

density zones, where universal service concerns are most acute
I Slightly excess amounts of distribution plant in the upper density

zones, thus overstating unbundled loop costs in these zones
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Overview

I The reasons why these parties' rudimentary analyses may
have suggested an opposite conclusion is because their
analyses have fa i1ed to:
I account for how PNR customer geocode points are developed

I account for where these geocode points are located relative to the
customer's premises

compare HM distribution plant lengths against a correct standard
for measuring "sufficient" plant

use a comprehensive sample of actual customer locations as the
basis for making plant length comparisons -- instead using either:

I a hand-picked set of clusters, or
I clusters artificially formed from randomly generated points
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How the HM Engineers Distribution

I PNR develops customer clusters based on geocode data
specifying the locations of over 100 million customers

• The cluster information that is reported to the HM
includes the latitude and longitude of the cluster centroid,
its area, and its N-S/E-W aspect ratio (height/width)

• The HM Distribution Module (OM) then engineers
distribution cables to "cover" a rectangle that has the
same area, centroid and aspect ratio as the cluster
I for main clusters, this cable is in backbone and branch (B8&6)

configuration
in outlier clusters, cable is engineered directly based on the
distances between individual customer locations

4
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Outlier Cluster Subscriber Road Cable
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Thus:

Backbone cable length = (Ar)Y, - 4w

2 x Branch cable length = (Alr)'I,. 2w

Lot depth to width ralio = 1: I

Then:

Area per location = AIN = w' 2w ~ 2w'

(where w=lot width, and lw=lot depth)

Lot width = (AI1N)Y'

Lot depth = (lA1N)'i,

Assume:

CU5tomen are within ±t drop length of
being colinear

Subscriber road cable length is distance
between two locations farthest from each
other (major axis of the cluster). Customers
2 and 3 are served by drop wire off of road
cable.

Area of distribution area = A

Aspect (HIW) ratio of area = r

Width of distribution area = (A1r)V,

Height of distribution area = (Arf'

Number of customer locations = N

CU5tomen are not within ±t drop length
of being colinear

Primary subscriber road cable length is the
distance of the major axis of the cluster.

Secondary subscriber road cable are spurs
off of the primary with total length equal to
the minor axis of the cluster.

Main Cluster BB&B Calculations
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Cluster Configuration Issue
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More Desirably Engineered
"Minimum Bounding" Rectangle

•

Aspect Ratio ~ 3.13

Aspect Ratio ~ 0.79

Currently Engineered Rectangle
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I The difference between the actual cluster configuration
and the engineered rectangle will be largest for clusters
that are both:
I extremely long and thin, and
I rotated maXimally away from a N-SjE-W orientation

I PNR will now calculate the aspect ratio of the rotated
minimum bounding rectangle (shown on the right in the
previous slide)
I this superior aspect ratio will now be used by the HM's OM, and
I HM OAs will now match more closely all clusters' actual

configurations

I The numerical effect of this adjustment on HM-calculated
distribution distances is negligible (see Chart 1)

I Because PNR reports only the N-S/E-W aspect ratio of the
cluster, the rectangular OAs designed by the HM's OM
may differ in configuration from the actual configuration
of the cluster

Cluster Configuration Issue



Cluster Configuration Issue

I Sprint's focus on this issue is surprising because even the
current HM practice of engineering DAs as properly
located N-SjE-W rectangles is superior to the BCPM's
practice of engineering DAs as arbitrarily located squares

I With the engineering of optimally rotated rectangles, the
HM's superiority over the BCPM becomes even larger

I Furthermore, because the BCPM makes use no use of
actual customer location data, it cannot be improved to
have its DAs comport to actual customer clusters

9

Cable Length Issue

I Sprint suggests that because the HM engineers BB&B
cable to cover a rectangular area equal to the cluster
polygon's area (which lies within the cluster's minimum
bounding rectangle), HM cable lengths may be inadequate
to reach customers located at the polygon's vertices

10
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Cable Length Issue

I While it is theoretically possible for distribution cable
lengths not to reach the given polygon's vertices, the HM
engineered cable lengths are adequate, because:
I PNR clusters are formed from both actual and surrogate geocode

points, and
I surrogate geocode points (which PNR places on the boundary

of the customer's Census Block "CB") are likely more dispersed
than are the actual customer locations

I actual geocode points (those whose locations are determined
precisely) already are offset by SO feet from their road
centerline towards the customer's house

I Even within clusters/rectangles engineered by the HM OM,
customers are clustered, a characteristic which reduces further
actually required cable lengths
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Cable Length Issue

I Sprint appropriately focuses its theoretical concerns over
cable lengths to HM main clusters

I In outlier clusters (the most rural clusters considered by
the HM), cable already is engineered more directly to link
customer locations

I The following analysis will demonstrate that the HM DM
engineers adequate distribution plant

12
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Effect of Surrogate Dispersion

Concept:
I If PNR clusters are larger than real-world clusters due to

their inclusion of surrogate geocodes, the amount of
distribution plant engineered to serve the PNR cluster may
well be adequate to serve all customers in the real-world
cluster -- even though this plant may not reach all the way
to the PNR cluster's vertices

Demonstration:
I The following empirical analysis determines the amount of

excess cable that the HM engineers because it designs to
PNR clusters that include surrogate geocode points
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Effect of Surrogate Dispersion

I Compare distribution route distances (DRDs) generated
by PNR clusters formed from placing customers at:
I actual geocode points plus Ca-boundary surrogates

I actual geocode points plus Road surrogates

I only Road surrogate locations

I only Ca-boundary surrogate locations

I Differences in ORO generated by substituting surrogate
points for actual points indicate the magnitude of ORO
excess resulting from the HM's use of surrogate points
(See Chart 2 and Slide 22)

14
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Effect of Surrogate Dispersion

I This analysis confirms that either surrogate methodology
generates points that display less clustering than actual
geocode points

I Thus, if all customer locations were based on actual
geocodes, roughly 12% less ORO would be required in
OZ1 in this real-world situation than is otherwise modeled
by the HM OM
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Effect of Actual Geocode Offsets

Concept:
I A loop distribution network should have enough plant so

that all customer locations within a cluster may be linked
to that OA's Serving Area Interface

I This is accomplished in the HM through an integrated
combination of:
I Backbone cable
I Branch cable (cable that runs along a street abutting customer's

house)
I Drop cable (cable that connects from the street to the house)

16
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Effect of Actual Geocode Offsets

I Thus, depending on the particular customer location
point mapped to by an alternative cable distance
measure, total cable lengths calculated by the HM must
be pulled from as many of its cable "budgets" (BB, Band
drop) as are appropriate for this cable to reach to the
same customer location point

I Other comparisons, such as those performed by Sprint
are "apples to oranges"
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Effect of Actual Geocode Offsets

I If the alternative distance measure maps only to the
street abutting the customer's house, the appropriate
comparison is against the HM BB&B cable distance

I If the alternative distance measure maps beyond the
street and into the customer's lot, then a portion of the
HM drop cable sufficient to reach an equivalent distance
into the customer's lot needs to be added to the HM
BB&B cable distance before making the comparison
(Alternatively, one could subtract the appropriate drop cable from
the alternative distance measure before comparing it to HM BB&B
cable distances)

18
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Effect of Actual Geocode Offsets

Demonstration:
I Because the actual geocode points used by PNR in

creating clusters are offset by 50 feet from the road
centerline, any alternative distance measure that maps to
these geocode points includes an implied 50 feet of drop
cable per customer location

I Thus, either 50 feet per actual customer location must be
subtracted from the alternative distance measure before
comparing it with the HM BB&B cable length, or 50 feet
of drop cable length per customer location must be
added to the HM BB&B cable length before comparing it
with the alternative distance measure

19

Effect of Actual Geocode Offsets

I Empirically, the effect of adding 50 feet of drop cable
length to HM BB&B cable lengths raises the implied HM
DRD by 38.8% overall
(See Chart 3 for fuller results)

20
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Concept:
I Because even within clusters, there is further clustering

(thus empty space), the HM DM practice of spreading
BB&B cables uniformly throughout the engineered
rectangle may place unneeded branch cables

Demonstration:
I (See following cluster map as an example)
I Thus, methodologies that assume quasi-uniform

distributions of customers within cluster cannot be used
as a standard for determining whether all customers are
reached

Effect of Empty Space in Clusters
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Sprint's Analysis

I Investigations by Sprint have used a distance concept
known as the "minimum spanning tree" (MST) between
geocode points to as a distance standard to compare
against HM distribution cable lengths

I Sprint claims to find that in many clusters (of its
selection), the amount of HM-engineered BB&B cable falls
short of the MST distance for that cluster, and concludes
that the HM under-engineers distribution plant

23

Faults in Sprint's Analysis

I Sprint makes no correction for the excess area that exists
within HM clusters because they are formed in part from
CB-boundary surrogate points

I Sprint's failure to make such an adjustment is especially
curious because the BCPM sponsors have:
I argued in the past that HM clusters are too large and cover too

much of the U.s. geography
I advocated the use of a "Road" surrogate methodology for the

assumed placement of customer locations
I had PNR placed all surrogate points on roads rather than on CB

boundaries, calculated MST distances would have dropped by
about 2.6% (see Chart 4)

24
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Faults in Sprint's Analysis
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26
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Distribution Cable Lengths vs. Strand Distances
Next-Door House Geocodes Closer than Across-Street House Geocodes

• Sprint makes no upwards adjustment to HM ORO (or
downwards adjustment to its MST lengths) to correct for
the fact that the MST includes substantial portions of drop
cable (engineered separately by the HM OM) before
comparing this distance with the HM BB&B distance
See following viewgraphs and example numerical effects
(Chart 5)
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Distribution Cable Lengths vs. Strand Distances
Across-Street House Geocodes Closer than Next·Door House Geocodes
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I It is especially curious that Sprint chooses to use a
theoretical concept like MST as its standard for "correct"
cable distances rather than statistically valid empirical
data within its control (such as average loop lengths by
wire center or plant records describing cable route
distances) that could shed a clearer light on:
I whether on average the HM under- or over-engineers distribution

cable lengths, or
how frequently the MST is an accurate or useful distance concept,
or what its biases might be

III House

• Geoc:ode Point (offset 50' from street centerline)

Rectangular Lob (w wide, 2w deep, w>IOO')

Faults in Sprint's Analysis



Faults in Sprint's Analysis

I In Nevada, the same state for which Sprint has proffered
MST examples purporting to show that HM cable lengths
are inadequate, Nevada Bell has reported that, on average
I HM builds loops that exceed Nevada Bell's actual loop lengths, and

I this over-building is greatest in rural areas

I In Texas, the PUC staff required SWBT to provide its
average loop lengths for a specified collection of wire
centers
I HAl loop lengths exceeded SWBT lengths in 14 out of these 16

wire centers, and
in the other 2, HAl loop lengths were short by only 4.8%
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Prisbrey's Analysis

I Prisbrey states that his analysis
"does not attempt to test the accuracy of the distribution or feeder
algorithms used in the HAl model. Instead, it attempts to test the
accuracy of the preprocessing algorithms used in converting
geocoded and surrogate geocoded customer locations into
rectangular serving areas"

I Its method of doing this is to use:
I "a Monte carlo simulation of a large number of randomly generated

customer locations"
I a particular assumption about how customer lots may be laid out in a

uniform checkerboard fashion for distribution engineering by the HM

I two distance/dispersion measures: the length of the MST and the length
of a star network (SN)

30
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Prisbrey's Analysis

I Although Prisbrey states that his methodology and
assumptions do not provide "a test of the adequacy of the
distribution plant .,. built by the HAl Model," others have
interpreted Prisbrey's analysis to suggest that the HM
tends to under-build distribution plant everywhere, and
that the shortfall is most severe in rural areas

I These parties focus on a statement by Prisbrey that the
HM algorithms build:
I a star network that is 15.4% less in length than exists within his

randomly generated clusters of size 25

a MST that is 41.5% less in length than exists within his randomly
generated clusters of size 25

31

Faults With These Conclusions

I Prisbrey's analysis cannot be used to test the adequacy of
HM distribution cable lengths because it:
I assumes a peculiar DA size and shape
I uses random customer locations rather than PNR actual and

surrogate geocoded customer locations
fails to recognize that multiple customers frequently have the
same geocodes

I does not replicate the use of actual HAl engineering algorithms

I Indeed, Prisbrey does not claim that his analysis
demonstrates inadequate HM distribution cable lengths

I In fact, if correctly executed, Prisbrey's analysis
demonstrates that cable lengths engineered by the HM
DM are adequate to reach its customers

32
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Setting the Analytic Stage

I Rather than limiting the reported comparison of Prisbrey's
estimated differences between SN/MST dispersion and
HM dispersion to clusters of exactly 25 locations/nodes, it
is more useful to display these differences via a graph for
all clusters ranging between 5 and 200+ nodes

I The following charts graph SN/HM and MST/HM
dispersion ratios as calculated by Prisbrey's algorithms
using his selected parameters of:
I 5 - 200 nodes
I 18 kft by 18 kft square region
(See Chart 6)

33

Setting the Analytic Stage
.

I Note that Prisbrey's analysis applies only to HM main
clusters with 5 or more lines, and does not apply to the
most rural clusters addressed by the HM, outlier clusters
which have less than 5 lines

I Note, too, that the average size of main clusters within
the HM is:
I DZ1 (0-5 Iines/sq mi): 34 locations/cluster
I DZ2 (5-100 Iines/sq mi): 175 locations/cluster
I DZ3-DZ9 (100+ Iines/sq mi): 560 to 791 locations/cluster

34
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Correcting for DA Size

I A substantial skewing of Prisbrey's analysis arises because
its algorithm's default setting places its randomly
generated customer locations within square areas that
always approach 18 kft by 18 kft in size
I 18 kft x 18 kft (or 11.6 sq mi) is the absolute maximum size that

the HM DM will engineer as a DA
actual HM main clusters «200 locations) average 6.3 sq mi in
size, and its engineered DAs are even smaller

I by assuming a maximum size DA, customer lot size is biased
upward -- and because the HAl DM places BB&B cables to within
one lot depth and width of the the DA'S boundaries, this excessive
lot size will depress artificially the average DRD calculated by
Prisbrey/s algorithm
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Correcting for DA Shape

I In addition to the skewing created by modeling only
maximally-sized square DAs, a further bias results from
modeling only square DAs
I in a BB&B configuration, it will take slightly more cable to serve a

square DA than a rectangular DA of equal size
I actual HM clusters have an average aspect ratio of 1.8

I When Prisbrey's Monte Carlo algorithm is re-run to
generate customer locations in non-square configurations
that are smaller than 11.6 sq miles in size, a far closer
match between SN/MST dispersion and HM dispersion is
obtained
(See Charts 7 and 8)
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Correcting for Random Locations

I Another significant limitation of Prisbrey's analysis results
from its use of randomly-generated (Monte Carlo)
customer location points -- rather than actual customer
geocode points

I By randomly locating its customers, Prisbrey's algorithm
ignores the systematic clustering of customers that exists
within PNR clusters. Such clustering within clusters:
I tends to ensure that the actual SNs or MSTs associated with

clusters will be significantly shorter than those calculated by
Prisbrey's algorithms for random clusters (see Chart 2)

makes it likely that there is empty space within a cluster -- which
may obviate the need for one or more branch cables

37

Correcting for Random Locations
. .' .

I In fact, Prisbrey's Monte Carlo assumptions tend to create
on average a uniform spread of customers across DAs -
an inaccurate modeling assumption that previously has
been rejected by the Commission (see, 7/18/97 FNPRM at '44)
I Thus, because cost models' use of uniform customer distributions

has been rejected as inaccurate, a set of random points that tend
to approximate a uniform distribution should not be used as a
reference standard to evaluate the accuracy or "bias" of the HM

I When actual geocoded customer locations from the HM
are inserted into Prisbrey's algorithms, even closer
matches between SN/MST dispersion and HM dispersion
are obtained (See Charts 9 and 10)

38
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Correcting for Surrogate Locations

I In addition, a further adjustment must be inserted to
calculated HM distribution cable lengths to account for the
fact that HM clusters are oversized due to their inclusion
of surrogate geocode points

I As shown earlier, this characteristic causes DZ1 HM DRDs
to exceed by about 12% the amount that might be
calculated if all customers' geocodes were known precisely
(See Charts 11 and 12)
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Recognizing Subtending Outliers

I Because analyses that consider only main clusters are
partial, distribution cable distances associated with outlier
clusters should be added to the cable lengths of their
"home" main cluster

I This further increases the amounts of cable associates
with rural clusters and reduces and differences between
HAl-modeled dispersion and SN/MST dispersion
(See Charts 13 and 14)
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Evaluating the Results

I Finally, it is useful to evaluate these HAl vs. SN/MST
dispersion ratios at the average number of locations per
HM main cluster in DZ1 and DZ2

I This evaluation indicates that correctly developed
dispersion ratios suggest that the HM engineers adequate
(or more) cable lengths

I In particular, these dispersion ratios are:
I very close to 1 for average size DZl main clusters, and

I substantially above 1 for DZ2 and above main clusters

(See Charts 15 and 16)
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Further Work

I If any adjustments to the HM are indicated by these
analyses, they should have the effect of "twisting" the
cable length comparison curves to:
I ensure that even below-average size DZl clusters «34 locations)

have correct cable amounts, and

reduce the amounts of excess distribution cable engineered in
clusters above an average size DZl cluster (>34 locations)

I ILECs should be required to provide statistically valid
measures of actual plant lengths placed across all zones
I average loop length by wire center

I loop cable route distances
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