VL CONCLUSION

These reply comments have shown that the imposition of rate increases for core services
proposed by many of the local and long distance companies is inconsistent with the intent of the 1996
Act, unnecessary as a matter of economics, and unjustified as a matter of public policy. These rate
increases would shift the burden of cost recovery onto those residential ratepayers who are least able to
pay. The proposed rate increases are based on an erroneous allocation of joint and common costs to
core services that is inconsistent with Section 254(k) of the Act.
The proposed rate increases have been refuted by the evidence when they have been litigated at the
state level. The manner in which the industry recommends that these increases be imposed exceeds the

legal authority of the Commission under the 1996 Act.
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Wherefore, Commentors urge the Commission and Federal-State Joint Board to
adopt the universal service proposals contained herein.

Respectfully submitted,

/é/k/ﬁ (AJMQA__«_
Kevin J. Donnellan

Acting Director, Legislation and Public Policy*
American Association of Retired Persons

601 E Street, NW

Washington, D.C. 20049

Ty - ...
Br'idley Stillman, Esq.
Director, Telecommunications Policy

Dr. Mark N. Cooper
Director of Research

Consumer Federation of America
1424 16th Street, NW, Suite 604
Washington, D.C. 20036

* For more information about this filing from AARP contact Kent Brunette of the Federal Affairs Staff at (202) 434-
3800.
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APPENDIX B:
ESTIMATING INCREASES IN MONTHLY RATES FOR CORE SERVICES
UNDER VARIOUS INDUSTRY PROPOSALS FOR RATE REBALANCING

This Appendix discusses the increases in monthly charges for core services explicitly
recommended by various industry representatives in their initial comments. These range from a
national average of $8.40 per month to $10.80 per month.

These rate impacts are derived by combining recommended pricing policies discussed in the
comments of various industry representatives with the data entered into the record. Also incorporated
are basic demographic and economic data from the statistical abstract of the United States. While
specific price changes for individual exchanges would be based on data that is more detailed than that
which is presently available, in the aggregate the estimates are consistent with the available evidence
and represent a very good order-of-magnitude estimate of the likely impact of the pricing policy.

A. INCREASES OF $10.80 PER MONTH FOR CORE SERVICES RESULT FROM

FULL RATE REBALANCING AND REVENUE REPLACEMENT WITH NO CAP
ON RATES FOR CORE SERVICES

The highest estimate derivable from the industry in proposals set forth in their comments is
$10.83. This figure is derived by starting with $13 billion of costs that would not be recovered in the
high cost fund. This is AT&T's estimate of the magnitude of excess costs recovered in access charges
paid by IXCs in the interlata and intralata markets. Since several of the local companies argue that they
should be assured complete revenue replacement and unlimited rate rebalancing (without any
affordability benchmark limits), all of this shift in cost recovery would wind up being passed on to
residential ratepayers in monthly charges for core services.

This number is calculated by simple arithmetic. Divide $13 billion per year by 12 months and

100 million lines to arrive at the rate increase per month per line.



B. INCREASES BASED ON A PERCENT OF INCOME CAP AMOUNT TO $8.81 PER
MONTH FOR CORE SERVICES

To derive the other estimates, we must combine several sets of data. First, Southwestern Bell
(SWB) and the United States Telephone Association (USTA) suggest that 1% of income is a
reasonable level to require people to pay for telephone service. SWB recommends that this payment
limit be applied on a state-by-state basis. Under this approach, rate increases would be limited to the
difference between current rates and the 1% of income limit

Appendix Table B-1 derives this number. It uses the 95 urban areas for which detailed rate
information is available in the FCC annual review of rates.>® The 95 urban areas are identified by
number, state, and major city in Table B-1. Column 1 gives the monthly rate for core services
(including touchtone and SLC) as of October 1994. Column 2 gives the population (in millions) of the
urban area.*” Column 3 gives the median income in the state.** Columns 4 and 5 give the weight that
each urban area constitutes in the average of income and rates. The weighted average rate is $18.89,
almost precisely the published figure. Column 6 shows the maximum rate allowed under a 1%
standard. The cap would be 1% of income. Column 7 shows the rate increase that would result if
rates are increased to this 1% of income limit. Column 8 shows the weighted share of each urban area

in the national total. The weighted national average increase for these urban areas would be $8.81 per

month.
3McMaster, Susan E. and James Lande, Reference Book: Rates, Pri Household Expenditures for
Telephone Service (Industry Analysis Division, Common Carrier Bureau, Federal Communications Commission,

November 1995) (hereafter, Reference Book, Appendix 2).

*"U.S. Department of Commerce, Statistical Abstract of the United States, September, 1995, Table 43 (hereafter,
Statistical Abstract).

*Statistical Abstract, Table 44.



C. COST CAPS AND RATE REDUCTIONS RESULT IN INCREASES OF $8.02 PER
MONTH FOR CORE SERVICES

In Table B-1, no rate reductions occur even if current rates are above the 1% of income limit.
SWB suggests that rates might rise to the lesser of the 1% benchmark or statewide costs. If rates are
above costs, they would be lowered in the aggregate. Table A-2 incorporates this aspect into the
analysis,

Columns 1 through 6 are the same as in Table B-1 Column 7 displays the cost per household
as reported to the FCC's ARMIS data base.*® This is the cost figure that the local companies insist they
be allowed to recover. Column 8 gives the rate change based on the lesser of the 1% benchmark or the
ARMIS cost. It allows rate reductions where costs are below current rates. The weighted national
average increase would be $8.01 per month.

D. INCORPORATING A SURCHARGE FOR THE DEPRECIATION RESERVE
RESULTS IN INCREASES OF $8.40 PER MONTH FOR CORE SERVICE

SWB also argues that the current depreciation reserve should be recovered through a
surcharge on current bills. This surcharge is not subject to the cap. In the case of SWB, it amounts to
$3 per month per line. Since the surcharge would have to be paid in order to obtain service, it operates
just as the SLC. Table B-3 models this impact by setting the upper limit on rates as the lesser of 1% of
income and cost plus $3. The result is an average increase of $8.40.

This analysis suggests monthly rates for basic service in the range of $27 to $30 per month.
This is certainly what the local exchange companies are contemplating.

E. RURAL RATE INCREASE WOULD BE $2.40 LARGER ON AVERAGE THAN
URBAN AREAS

**The numbers are taken from the US West filing (Schedule 3).
3



Tables B-1 to B-3 deal only with urban areas. Under any of the above approaches to rate
rebalancing, rural rates would be subject to increases up to the benchmark. Moreover, because rural
areas are high cost areas, the increases would not likely be restrained by a cost limitation. Only the 1%
of income limitation would restrain rate increases.

On average, rural rates for core service appear to be approximately $3 per month lower than
urban rates.* Presumably, rural rates could rise $4 more than urban rates.

There is one caveat to this observation. To the extent that rural households have lower
incomes and, therefore are more likely to live in states with lower incomes, the benchmark price in rural
states would be lower.

Tables B-4 and B-5 demonstrate that this has a small effect on the likely price increase in rural
areas. Table B-4 calculates the average income and average cost for the 40 states covered in the FCC's
rate survey. It uses the urban population (as a percentage of the total urban population in these 40
states) as the weights. We observe a weighted average income of $32,171 and an average cost of
$31.91.

In Table B-5, we do the same calculations except we use the rural population of the 40 states
for purposes of weighting. We observe that the average income ($31,431) is lower than the urban
weighted average; the average cost ($34.33) is higher than the urban weighted cost. We conclude that
the benchmark price affecting the rural population would be approximately $.60 lower than that
applied to the urban population. Thus, rural rates would rise approximately $2.40 more than urban

areas ($3.00 - $.60 = $2.40). Thus, rural rate increases would be in the range of $11 to $12.

““Reference Book, Table 8.



The 41 jurisdictions represented in the survey cover approximately 95% of the total population
in the country. In these jurisdictions, the rural population represents approximately 24% of the total
population. Since the excluded states are likely to be more rural, we give the rural population a weight
of 25% in the national total in order to estimate a weighted average national increase.

It is also interesting to note that the average cost of service in this 40-state sample is $32.52,
just slightly less than the national average of $32.92. The difference reflects the fact that the more rural
(and more likely higher-cost) states have been excluded.

F. THE STATES NOT IN THE SURVEY

Table B-6 provides information on the states not included in Tables B-1 through B-5. These
states have only 12.1 million people, just 5% of the total U.S. population. The median income of
$31,501 in these states is a little below the national average. Reported costs ($43.40) are well above
the national average. Thus, rate increases in these states would be constrained by the income
limitation, but they would be at least as large as in the surveyed states.

Average rates are $16.84, which is below the national average but appears to be slightly higher
than the national average for rural rates ($15.80). Average rates were estimated by taking a weighted
average of the local rates in each category of exchange.*' The SLC and the national average of
surcharges for 911 and taxes were added to the base rates.

Because cost caps would not restrain rate increases in these states, the projected increase under

a 1% of income limit would be $9.64, about $1 more than in the other states. Because these states

“'National Association of Regulatory Utility Commissioners, Bell Operating Companies Exchange Service Telephone
Rates, December 31, 1994.



have such small populations, this analysis would not change the national average figures discussed in

the text by more than a few cents.



APPENDIX B TABLE B-1:
ESTIMATION OF RATE INCREASES RESULTING FROM A CAP OF 1 PERCENT OF TNCOME AFFORDABII 11 RFNCHMARK

COLUMN NO. : 2 3 4 E 6 7 8
COLUMN FORMULA 200 O s 4 3 x .01 6 -1 x4
LRBAN ARFA CURREN®  POPULATION MEDIAN WEIGHT SHARE OFMONTHLY RATE INCREASE SHARE O
RATE INCOME TN NATIDNAL  NAT AVG. AT 1% OF T01 % TNCREASE
POPUL ATTONMONTHL v RATE INCOME  OF INCOME
1 AL HUNTS 24.55 .32 26000 00 06 21.67 00 00
2 AK  ANCHORAGE 14.43 25 44000 00 03 36.67 22.24 .04
3 AZ TUCSON 18.22 73 31500 01 10 26.25 8.03 .04
4 AR WEST MEM 29.21 15 24000 00 03 20.00 .00 .00
5 PINE BLUFF 2211 .05 24000 00 01 20.00 .00 .00
6 CA ANAHETM 17 11 2.9 35000 02 25 29.17 17.06 .36
7 BAKERSFIELD 12.11 6 35000 00 05 29.17 17.06 07
8 FRESNQ 12.11 .8 35000 01 07 29.17 17.06 .10
g LONG BEACH 17.37 2.5 35000 02 32 29.17 11.80 .21
10 LOS ANGELES 13.3 12.7 35000 09 1.23 29.17 15.86 1.46
11 OAKLAND 13.0 2.2 35000 02 21 29.17 16.16 .26
12 SALINA 128 4 35000 00 04 2917 16.34 05
13 SAN BERN 17 1 2.9 35000 02 36 29.17 12.04 25
14 SAN DEIGO 121 2.6 35000 02 23 29.17 17.06 32
15 SAN FRAN 12 63 2.7 35000 02 25 29.17 16.54 32
16 SAN JOSE 2.7 5 35000 00 05 2917 16.46 06
17 0 BOULDER 71.38 25 35500 i 04 29.58 8.20 01
18 COL SPRINGS 20.2] 45 35500 00 07 29.58 9.37 03
19 DENVER 2 1.8 35500 01 28 29.58 8.36 11
20 C1 ANSOMIA 5 40500 00 06 33.7% 16.15 06
21 NORWALK 5 40500 00 06 33.75 17.24 06
22 DC 4.5 28500 03 71 23.75 1.88 06
23 FL MAIMI 3.4 29500 02 42 24 .58 7.54 19
24 TAMPA 7.2 29550 047 .28 24 .62 7.22 12
25 W. PALM 1 29500 01 11 24.58 8.88 06
26 GA ALBANY 05 32700 00 01 27.25 6.80 00
27 ATLANTA 3.3 32700 02 58 27.25 2.91 07
28 HI HONOLULY 9 43700 a1 13 36.42 15.91 10
29 IL CHICAGO 8.5 33900 06 11 28.25 10.25 63
30 DECATURE 05 33900 00 01 28.25 6.25 00
31 ROCK ISL 05 33900 00 01 2828 5.25 00
32 IN INDIANAP 1.5 35000 ] 22 29.17 8.77 10
33 TERRE HAUTE 05 35000 00 01 29.17 6.24 00
34 1A FORT BODGE 05 29700 00 01 2475 10.72 00
35 KY LOUISY 1 25400 0l 17 21.17 00 00
36 LA BATON R. b 27300 0o 09 22.75 1.80 01
37 NEW ORL 1.3 27300 ! 19 22.75 2.45 02
38 ME PROTLAND 05 28400 20 .01 23.67 5.42 00
39 MD  BALTIMORE 2.5 40900 02 45 34 .08 9.20 17
A0 MA BOSTON 4.5 38000 03 5 31.67 8.67 28
a1 HYANNTS . 15 38000 a0 01 31.67 8.67 a0
42 SPRINGFIELD ) 05 38000 00 01 31.67 8.67 00
43 MI DETROIT 1.7 Y 33700 04 74 28.08 8.88 34
14 GRAND R 1/ ! 33700 01 12 28.08 10.98 08
45 SAGINAW 16/ .05 33700 00 01 28.08 11.38 00
46 MN  DET LAKES 19 /1 05 34700 00 01 28.92 9.21 00
17 MINNEAP 153 27 34700 02 42 28.92 7.39 14
18 Ml PASCAGOULA 26.33 3 23200 00 06 19.33 00 Q0
49 MO KANSAS 18.85 1.6 29700 3] 22 24.75 5.90 a7
50 MEXICO 15.68 .05 29700 00 01 2475 9.07 00
5 ST. L 189 2.5 29700 02 34 2475 5.85 11
L2 M1 BUTTE 18.22 .05 27500 00 01 22.92 4.70 00
53 NE  GRAND ISL 71.84 05 32000 00 01 26.67 4.83 00
54 NJ PHILLIPS 3 .05 41500 00 .00 34.58 21.58 01
55 NM  ALAMGORDO 05 27800 00 01 23.17 2.59 00
56 NY  BINGHAMTON 3 32700 00 05 27.25 2.61 01
51 BUFFALO 1.2 32700 01 28 27.25 00 00
58 NYC 05 32700 4Q 01 27.25 4.38 00
) OGDENSBURG g8 32700 e 171 27.25 40 03
60 ROCHESTER .05 32700 00 01 27.25 3.78 oe
6l NC RALEIGH 11 32700 01 15 21.25 8.50 07
62 ROCKINGHAM 1 29800 ] 3 24.83 6 96 05
63 OH CANTON 05 29800 0c 01 24 .83 8.37 00
64 CINCINATTI 4 32300 0c 0¢ 26.97 5.68 02
65 CLEVELAND 1.9 32300 01 2¢ 26.92 5.82 08
b6 COLUMBY 2.9 32300 0z AL 26.92 5.68 12
67 TOLEDO 14 32300 [ 27 26.92 5.68 .06
o8 R CORVALIS € 32300 0C 05 26.92 5.68 .02
59 PORTLAND 05 34100 0c 01 28.42 10.10 00
0 PA ALLENTOWN 1.7 34100 01 28 28.42 10.05 2
! ELMWOOD & 32000 0C 0g 26 67 8.90 04
/2 JOHNSTON 05 32000 0C 01 26.67 11.63 00
/3 NEW CASTLE 05 32000 0c 01 26.67 4.94 00
74 PHIL 0e 32000 OC 01 26.67 11 12 00
) PHIL ¢ 32000 & 87 26.67 6 7€ 29
/6 PITTS 74 32000 [ 38 26.67 792 14
77 SCRANTON £ 32000 0c 07 26 67 10.26 04
8 RI  PROVIDENCE i 34500 41 14 28.75 528 04
£ SC BEAUFORT 0t 27100 ac 01 22 .58 232 00
80 ™ MEMPHIS il 26100 { 1e 21.75 1 6C 01
81 NASHVILLE il 26100 01 1£ 21.75 2.50 02
82 TX BROWNSVILLE 29700 G 0¢ 2475 10.48 02
83 RPUS CHRIST] 4 29700 o 0L 2475 8.94 02
84 DALLAS ?g 29700 0z 3& 2475 6.92 5
85 FORT WORTH VL 29700 o1 16 24 7% §.14 09
86 HOUSTON 4 29700 ] 5% 2475 6.46 14
87 SAN ANTONIO b4 29700 0l ¥ 2475 8.26 08
48 ut LOGAN i4 36800 0] Le 30.67 14 85 15
89 VA RICHMOND ] 37400 01 1¢ 3.1y 6.74 04
90 SMITHF LELD 05 37400 06 01 31.17 14.53 01
91 WA EVERETT 05 36700 a0 01 30.58 11.67 00
92 SEATTLE 3.4 36700 A 40 30.58 13.34 31
93 WVA  HUNTINGTON K 23400 e 0¢ 19.50 a0 a0
94 WL MILWAUKEE 1.6 32800 01 1& 27.33 43 13
95 RACTNE 0% azs0c e 01 27 33 11.38 00

TOTAL URBAN TN SAMPLE 137 & 18 8¢ 8.81



APPENDIX B TABLE B-2:
ESTIMATION OF RATE INCREASES RESULTING FROM A CAP OF THE LESSER OF COST OR L PERCENT OF INCOME AFFORDABILITY BENCHMARK

COLUMN NO. | 2 ki 4 ! ) 7 8 9
COLUMN FORMULA 2,0 OF 23 i 4 3 x .01 LE%SER OF 8 x4
6.7 - 1)
URBAN AREA CURRENT  POPULATION MEDIAN WETGHY SHARE OFMONTHLY RATE ~ ARMIS CAP INCREASE SHARE 0
RATE INCOME TN NATIONAL ~ NAT AVG AT 1% OF T01¢% INCREAS
POPULATTONMONTHI * RATE [NCOME OF INCOME

i AL HUNTS 24 5L 32 26000 0o 06 21.67 36.38 00 oL
2 AK  ANCHORAGE 25 44000 00 03 36.67 37+ 22.24 04
3 AZ TUCSON 73 31500 01 10 26.25 31.18 8.02 04
4 AR WEST MEM 15 24000 00 03 20.00 43.48 00 0
5 PINE BLUFF 05 24000 00 a1 20.00 43.48 .00 1Y
6 CA ANAHE TM 2040 2.9 35000 02 .25 29.17 27.97 15.86 3
/ BAKERSFIELD 21 6 35000 00 05 29.17 27.97 15.86 07
8 FRESNO 121 .8 35000 01 07 29.17 27.97 15.86 09
9 LONG BEACH 17.37 2.5 35000 02 32 29.17 27.97 10.60 19
10 LOS ANGELES 13.31 12.7 35000 09 1.23 29.17 27.97 14.66 1.36
11 OAKLAND 13.01 2.2 35000 32 21 29.17 27.97 14.96 2
12 SALINA 12.83 4 35000 00 04 29.17 27.97 15.14 04
13 SAN BERN 1713 2.9 35000 02 36 29.17 27.97 10.84 22
14 SAN DEIGO 12,11 2.6 35000 02 23 29.17 27.97 15.86 .30
15 SAN FRAN 12,63 2.7 35000 02 25 29.17 27.97 15.34 30
16 SAN JOSE 12.7] 5 35000 0o 05 29.17 27.97 15.26 06
17 co BOULDER 21.38 25 35500 00 04 29 .58 35.72 8.20 0
18 COL SPRINGS 20,21 45 35500 00 07 29.58 35.72 9.37 03
19 DENVER 21,72 18 35500 01 28 29.58 35.72 8.36 1
‘ Cl ANSOMIA Li e 5 40500 00 06 33 75 38.72 16.15 06
NORWALK 16.5]) 5 40500 00 06 33.75 38.72 17.24 06

be 21.87 4.5 28500 03 71 23.75 21.11 76 06

Fl MAIML .04 3.4 29500 07 4z 24 58 30.32 7.54 19

TAMPA i7.04 2.7 29500 02 27 24 .58 30.32 7.54 12

W. PALM 17.4: 1 29550 01 13 2463 30.32 7.22 05

GA ALBANY 5.7 05 29500 00 01 24.58 37.41 8.88 00

ATLANTA 20 .45 33 32700 92 49 21.25 37.41 6.80 15

HI HONOLULU 24,34 9 32700 01 16 27.25 29.06 2.91 02

1L CHICAGO 20.51 8.5 33900 13 1.27 28.25 30.65 7.74 .48

DECATURE 18 .05 33900 0c 01 28.25 30.65 10,25 .00

ROCK ISL 2¢ .05 33900 0¢ 0 28.25 30.65 6.25 .00

IN INDIANAP - 15 33900 1 25 28.25 30.50 5.25 .06

TERRE HAUTE .05 35000 0c 01 29.17 30.50 8.77 .00

3 IA FORT DODGE 05 35000 0C 01 29 17 41.50 6.24 .00
3 KY LOUISV 1 29700 0] 10 24.75 35.37 10.72 08
36 LA BATON R. 6 25400 0c 16 2117 36.37 .00 00
37 NEW ORL 1.2 27300 01 20 2275 36.37 1.80 02
38 ME PROTLAND 05 27300 hig 01 22.75 4416 2.45 0
36 MO BALTIMORE 2.5 28400 0z 32 23.67 28.48 5.42 14
40 MA BOSTON 4.5 40900 0! 81 34.08 23.04 1.84 06
4] HYANNIS 05 38000 0 01 3167 23.04 .04 00
42 SPRINGF LELD 05 3800C o 01 31.67 23.04 .04 00
43 Ml DETROIT 5.8 3800C 94 88 31.67 32.87 8.67 33
44 GRAND R 1 33700 91 14 28.08 32.87 8.88 06
45 SAGINAW 05 33700 30 01 28.08 32.87 10.98 00
46 MN  DET LAKES 05 33700 UE 01 28.08 39.38 11.38 00
A7 MINNEAP 2.7 34700 02 34 28.92 39.38 9.21 13
48 MI PASCAGOULA 4 34700 o 05 28.92 32.87 7.39 02
49 MO KANSAS 1.6 23200 3 31 19.33 38.35 .00 00
50 MEXICO 05 29700 0( ] 2475 38.35 5.90 00
51 ST. L 725 29700 07 28 2475 38.35 9.07 16
52 MT BUTTE 05 29700 0( 01 24.75 64.50 5.85 00
53 NE  GRAND ISt 05 27500 0C 01 22.92 46.45 4.70 00
54 NJ PHILLIPS a5 32000 0( 01 26.67 26.78 4.83 0o
55 NM  ALAMGORDO 0% 41500 0t 06 34.58 44 59 21,58 01
56 NY  BINGHAMTON 4 27800 iig 04 23.17 26.50 2,59 01
57 BUFFALO 1.2 32700 0 21 27.2% 26.50 1.86 02
58 NYC 0 32700 0t 01 27 .25 26.50 4.38 ]
5y OGDENSBURG 8.8 32700 Ot L7 27.25 26.50 .40 03
60 ROCHESTER 0t 32700 ol 0: 27 25 26.50 3.78 00
61 NC RALEIGH 1.1 32700 0: 1t 27 25 7.24 8.50 )7
62 ROCKINGHAM } 29800 0 L3 24 83 37.24 6.96 €5
63 OH CANTON 05 29800 ol 0 24 .83 31.32 8.37 C0
64 CINCINATTI A 3230( au 06 26 92 31.32 5.68 02
65 CLEVELAND 1.4 3230¢ 0 29 26 92 31.32 5.82 08
1) COLUMBL 2.9 32300 0: 44 26.92 31.32 5.68 12
67 TOLEDO 1.4 32300 0 20 26.92 31.32 5.68 06
68 OR CORVALIS b 32300 01 04 26 92 37.91 5.68 02
a4 PORTLAND 05 34100 I 0! 28.42 37.91 10,10 00
70 PA ALLENTOWN 1.7 34100 0 23 28.42 30.16 10.05 12
7 ELMWOOD b 32000 0 O 26.67 30.16 8.90 04
72 JOHNSTON 05 32001 0 0! 26.67 30.16 11.63 00
73 NEW CASTLI 05 32000 I8 0i 26 .67 30.16 4.94 06
74 PHIi 0% 32000 0 0l 26.6/ 30.16 .12 0e
5] PHIL i 32000 04 8/ 26.67 30.1¢ 6.76 24
76 PITTS 2.4 32000 0 34 26 6/ 30 .16 792 i4
7/ SCRANTON f 32001 i [ 26.67 30 .1¢ 10,29 04
/ R1  PROVIDENCE i 34500 0l Lt 28.7% 27.59 4.12 (3
79 SC BEAUFORT 05 27100 0 01 22.58 38.47 7.33 00
80 TN MEMPHTS ! 26101 0l 1 21.75 37.19 1.60 {1
81 NASHVILLE 1 261011 0l 15 21.75 3714 2.50 u?
82 TX BROWNSVILLE 29704 0 03 2475 35.06 10.48 02
83 RPUS CHRISTI 29700 0 05 24.75 35.06 8.94 03
84 DALLAS 29700 0 38 24 74 35.06 6.92 ih
8h FORT WORTH 29700 0: 13 2475 35.06 §.14 a9
8t HOUSTON t 29700 Q- 53 24.75 35.0¢ 6.46 ]
8/ SAN ANTONIO 14 29700 0 17 2475 35.06 8.26 0g
88 uT L OGAN 1.4 36800 0 15 30.67 37.92 14.85 i5
84 VA RICHMOND ! 37400 0 s 31.17 29.77 5.34 1%
90 SMITHFIELE 5 37400 00 01 31.17 29.77 13.12 00
91 WA EVERET! 04 36700 03 0L 30.58 33.40 11.67 0o
92 SEATTLE 3 36700 0. 4D 30.58 33.40 13.34 I
93 WVA HUNTINGTON 23400 o0 06 19.50 41 .36 .00 Bl
94 Wl MILWAUKEE 1.6 32800 0 13 27.33 37.10 11.43 3
Gh RACINE Oh 3280¢ Al 01 .33 37.10 11.38 i

TOTAL URBAN IN SAMPLE 137 .8 18.9% 8.0



APPENDIX B TABLE B-3

ESTIMATION OF RATE INCREASES RESULTING FROM A CAP OF THE LESSER OF COST PLUS DEPRECIATION OR

URBAN ARFA

COLUMN NO

COLUMN FORMULA

1 AL HUNTS
2 AK ANCHORAGE
3 A2 TUCSON
4 AR WEST MEM
5 PINE BLUFF
6 CA ANAHEIM
7 BAKERSFIELD
8 FRESNO
9 LONG BEACH
10 LOS ANGELES
11 OAKLAND
12 SALINA
13 SAN BERN
14 SAN DEIGO
15 SAN FRAN
i SAN JOSE
17 co BOULDER
18 COL SPRINGS
19 DENVER
20 cT ANSOMIA
21 NORWAL K
2 DC
23 FL MAIMI
24 TAMPA
pide] W. PALM
26 GA ALBANY
27 ATLANTA
28 HI HONOLULY
29 IL CHICAGQ
30 DECATURE
31 ROCK ISL
32 N INDIANAP
33 TERRE HAUTE
34 1A FORT DODGE
35 KY LOUISY.
36 LA BATON R
37 NEW ORL
38 ME PROTLAND
39 MD  BALTIMORE
40 MA BOSTON
41 HYANNIS
47 SPRINGFIELD
3 MI DETROIT
44 GRAND R
45 SAGINAW
45 MN  DET LAKES
47 MINNEAP
48 Ml PASCAGOULA
49 MO KANSAS
50 MEXTCE
51 ST. L
57 MT BUTTE
53 NE  GRAND IS
54 NJ PHILLIPS
55 NM  ALAMGORDO
56 NY  BINGHAMTON
5/ BUFFALC
58 NYC
59 OGDENSBURG:
6l ROCHESTER
61 NC RALEIGH
7 ROCKINGHAM
63 OH CANTON
61 CINCINATT
&4 CLEVELAND
66 COLUMBLI
&/ TOLED(
s 68 OR CORVALT::
69 PORTLAND
G PA  ALLENTOWN
il ELMWOOD
i JOHNSTON
i NEW CASTL
A PHI
7h PHIL
/6 PITT:
17 SCRANTON
8 RI  PROVIDENC:
79 sC BEAUFORT
80 ™ MEMPHI ™
81 NASHVILL:
82 TX BROWNSVILLE
83 RPUS CHRIST!
84 DALLAS
85 FORT WORTH
8h HOUSTON
87 SAN ANTONIC
88 ut LOGAN
89 VA RICHMOND
90 SMITHFIELD
91 WA EVERET"
9z SEATTLY
93 WVA HUNTINGTON
94 Wl MILWAUKEF
B RACIN

TOTAL URBAN IN SAMPLE

2

CURRENT  POPULATION
RATE

—
SRR

X RSN
I~ N L0
OGN U LI U1 S D0 B ot R e

ASIREN

3

MEDIAN

INCOME TN NATIONAL

26000
44000
31500
24000
24000
35000
35000
35000
35000
35000
35000
35000
35000
35000
35000
35000
35500
35500
35500
40500
40500
28500
29500
29500
29550
29500
32700
32700
33900
33900
33900
33900
35000
35000
29700
25400
27300

27800
32700
32700
32700
32700
32700
29800
29800
32300
32300
32300
32300
32300
34100
34100
32000
32000
32000
32000
32000
32000
32000
34500
27100
26100
26100
29700
29700
29700
29708
29700
25700
368060
37400
37400
36700
36700
23400
32800
3280

331

4
200 0F )
WEIGHT

[

Pxd

SHARE OFMONTHLY RATE
NAT AVG. % OF
POPUI AT ONMONTHL Y RATE

~

[ 7
3x .01

AT 1
INCOME

ARMIS CAP

ARMIS +
DEP. RES

39,38
a0+

PERCENT 0f INCOME AFFORDABILITY BENCHMARK

9 10
LESSER OfF 9 x4
(6,8 -1)
INCREASE ~ SHARE OF
TO1 %  INCREASE
OF INCOME

.00 00
22.24 04
8.03 04
00 00
00 00
17.06 36
17.06 07
17.06 10
11.80 21
15.86 1.46
16.16 26
16.34 05
12.04 25
17.06 .32
16.54 .32
16.46 06
8.20 01
9.37 03
8.36 11
16.15 06
17.24 06
1.88 06
.54 19
.54 12
’.22 05
§.88 00
6.80 16
2.91 02
7.74 48
10.25 00
5.25 00
5.25 06
8.77 00
6.24 00
10.72 08
00 .00
1.80 .02
2.45 0D
5.42 10
1.16 04
3.04 00
3.04 00
8.67 33
8.88 06
ip.98 0e
11.38 Q0
.21 18
7.3¢9 02
00 .00
5.90 00
9.07 16
5.85 00
4.70 00
4.83 .00
21.58 01
2.59 01
1.86 .02
4.38 .00
40 .03
3.78 .00
8.50 .07
6.96 05
8.37 00
5.68 02
5.8 08
5.68 12
5.68 06
5.68 02
10.10 .00
10.05 .12
8.90 .04
11.63 06
4.94 00
1112 00
6.76 24
7,97 .14
10.29 04
5.28 04
2.33 00
1.60 .01
2.50 02
10.48 02
8.94 03
6.92 15
8.14 09
6.46 19
8.26 .08
4.84 15
6 .04
.01
.00
3
00
13
0o
8.40



APPENDIX B TABLE B-4:
ESTIMATES OF INCOME AND COSTS WEIGHTED BY STAHE URBAN POPULATION

COLUMN NO. i h 3 4 : é
COLUMN FORMULA tACEOF 1) Loxd

STATE  URBAN AREA POPULATION MEDIAN WEIGHT WEIGHTED ARM1S WEIGHTED
INCOME TN NATIONAL SHARE OF 0sT SHARE OF

POPULATION NAT. INCOME ARMIS C0ST

AL HUNTS 2.4 26000 .01 348.80 3638 49
AKX ANCHORAGE 4 44000 00 98.38 47 00 11
AZ TUCSON 3.2 31500 02 563.44 31,48 56
AR WEST MEM 1.3 24000 01 174.40 43 48 32
CA ANAHEIM 216 35000 15 5.399.66 2797 14.32
co BOULDER 2.7 35500 02 535.77 3572 54
c1 ANSOMIA 26 40500 01 588.60 3872 56
FL MAIMI il 28500 06 1.752.38 30.32 1.86
GA ALBANY 4.1 29500 02 676.08 37 M 86
HI HONOLULU 1 32700 .01 182.78 29 .06 16
IL CHICAGD 9.7 33900 05 1,838.07 3065 .66
IN INDIANAP 3.6 33900 02 682.17 30 50 61
1A FORT DODGE L7 35000 0 332.59 41 50 39
KY LOUISV. 1.9 29700 01 315.43 35 37 38
LA BATON R. 2.9 25400 02 411 .74 36 37 59
ME PROTLAND 5 27300 00 76.30 44 16 12
MD  BALTIMORE 3.9 28400 .02 619.12 28 48 62
MA BOSTON 5.1 40900 03 1.165.96 23 04 66
Ml DETROIT 6.6 38000 04 1.401.90 32.87 1.2
MN - DET LAKES 3.1 33700 02 583.96 39.38 68
MS  PASCAGOULA 1.7 34700 01 232.76 32.87 22
MO KANSAS 1.5 23200 02 453.88 38.35 75
M1 BUTTE 4 29700 00 66.41 64 .50 14
NE GRAND ISL 1 27500 01 153.72 4645 26
NJ PHILLIPS 6.9 32000 04 1,234.21 76.18 1.03
NM - ALAMGORDO 1.1 41500 01 255.17 44 59 27
NY  BINGHAMTON 15.2 27800 08 2.361.99 26 50 2.25
NC RALEIGH 3.3 32700 2 603.14 37 24 69
OH CANTON 3 29801 04 1,332.56 31 37 1.40
OR CORVALIS ¢ 32301 01 361.10 178 42
PA ALLENTOWN g2 3410¢ 05 1.563.00 3016 1.38
Rl PROVIDENCE 4 34500 01 173.56 27 54 14
SE BEAUFORT 1.4 271100 01 287 .81 38.47 41
N MEMPHIS 4 2610C 0z 437 .67 37.19 67
X BROWNSVILLE 18.¢ 29700 08 2.274 .40 35 06 2.68
uT LOGAN 1.5 36800 .01 308.55 37 93 3z
VA RICHMOND 4.3 37400 .07 898,94 29 77 72
WA EVERETT . 3670 02 769.03 33 40 64
WVA HUNTINGTON it 23406 00 78.48 41 3¢ il
Wi MILWAUKELD R 32801 02 586.71 0o bf

TOTAL URBAN 178 Jo120 32,170 8t 31.9



APPENDIX B T

ABLE B-5:

ESTIMATES OF INCOME AND COSTS USING STATF RURAI WEIGHTS

STATF

WVA

COLUMN NO.

COLUMN FORMULA

URBAN AREA  POPULATION

HUNTS
ANCHORAGE
TUCSON
WEST MEM
ANAREIM
BOULDER
ANSOMIA
MAIMI
ALBANY
HONOLULU
CHICAGO
INDIANAP
FORT DODGE
LOUISV
BATON R.
PROTLAND
BALTIMORE
BOSTON
OETROIT
DET LAKES
PASCAGOULA
KANSAS
BUTTE
GRAND ISL
PHILLIPS
ALAMGORDO
BINGHAMTON
RALEIGH
CANTON
CORVALIS
ALLENTOWN
PROVIDENCE
BEAUFORT
MEMPHIS
BROWNSVILLE
LOGAN
R1CHMOND
EVERETT
HUNTINGTON
MILWAUKE

0D D B0 B NG i T RS e U N O

MEDIAN
TNCOMF

26000
44000
31500
24000
35000
35500
40500
28500
29500
32700
33900
33900
35000
29700
25400
27300
28400
40900
38000
33700
34700
23200
29700
27500
32000
41500
27800
2700
29800
32300
34100
34500
2710¢
2610C
2970
3680
3740
36700
23401
32801

31

3
LCEOF 1D

WELGHT
IN NATIONAL
POPULATION

N

4

2x3

SHARE OF
WEIGHTED

AT.

INCOME

ARMLS 70

N

&

3%
SHARE OF
WEIGHTED
NAT . COST

1.02

—a
—
~

no



APPENDIX B TABLE B-6:

INCOME. PRICE AND COST CHARACTERISTICS OF NON SURVEYED STATFS

COLUMN NO,

COLUMN FORMULA

STATF

TOTAL
10 STATES

URBAN POP

€3NI L 1 = YL~ T R

7

RURAL pOP

EeaYe NN

SCINy JCp—

MEDIAN
[NCOME

37000
32000
30800
29100
39000
36800
27300
28700
32100
30400

4
C1+2)/(E 1+2
SHARE OF

PoP

5 6 00
4x3

SHARE OF ARMIS (051
WEIGHTED

INCOME

2,140.50 31.85
2.380.17 50.86
6,363.64 42 93
2.164 .46 60.52
3.545 .45 38.23
3.649.59 39.09
6.994.21 36.51
1.423.14 60.94
1,591.74 45 94
1,256.20 58 (16
31.509 09

7
H X
SHARE OF
ARMIS CCST

4 (3 x

8
01)/12

L % OF
INCOME
BENCHMARK

CURRENT
RATES

10

9 x4

SHARE OF
AVG. RATE

Dy e €O

11
8-9

RATE
TNCREASE

16.73

12
11 * 4

SHARE OE
INCREASE

b
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CERTIFICATE OF SERVICE

I, Bradley Stillman, hereby certify that copies of the foregoing “Reply Comments of the
American Association of Retired Persons, Consumer Federation of America and Consumers
Union have been mailed by first class United States mail, postage prepaid, on the 7th of May,
1996, to all parties of record as shown on the attached list.

S
Bradley Stillman, Esq.
Telecommunications Policy Director
Consumer Federation of America



Attaschment: Service List

The Honorable Reed E. Hundt. Chairman
Federal Communications Commission
1919 M Street. N.W. — Room 814
Washington. D.C. 20554

The Honorable Rachelle Chong, Commissioner

Federal Communications Commission
1919 M Street, N.W. - Room 844
Washington, D.C. 20554

The Honorable Susan Ness, Commissioner
Federal Communications Commission
1919 M Street. N.W. - Room 832
Washington, D.C. 20554

The Honorable Julia Johnson, Commissioner
Florida Public Service Commission

Capital Circle Office Center

2540 Shumard Oak Bivd.

Tallahassee, FL 32399-0850

The Honorable Kenneth McClure, Vice Chairman
Missouri Public Service Commission

301 W. High Street, Suite 530

Jefferson City, MO 65102

The Honorable Sharon L. Neison, Chairman
Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

The Honorable Laska Schoenfelder, Commissioner
South Dakota Public Utilities Commission

50Q E. Capital Avenue

Pierre, SD 57501

Martha S. Hogerty

Public Counsel for the State of Missouri
P.O. Box 7800

Harry S. Truman Building, Room 250
Jefferson City, MO 65102



Deborah Dupont, Federal Staff Chair
Federal Communications Commission
2000 L Streer. N.W.. Suite 257
Washington. D.C. 20036

Paul E. Pederson. State Staff Chair
Missouri Public Service Commission
P.O. Box 360

Truman State Office Building
Jefferson City. MO 65102

Eileen Benner

Idaho Public Utilities Commission
P.O. Box 83720

Boise, ID 83720-0074

Charles Bolle
South Dakota Public Utilities Commission

State Capital, 500 E. Capital Avenue
Pierre, SD 57501-5070

William Howden

Federal Communications Commission
2000 L Street, N.W.,, Suite 812
Washington, D.C. 20036

Lorraine Kenyon

Alaska Public Utlities Coramission
‘1016 West Sixth Avenue, Suite 400
Anchorage, AK 99501

Debra M. Kriete
Pennsyivania Public Utilities Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

Claa Kuehn

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington. D.C. 20036



Mark Long

Florida Public Service Commission
2540 Shumard Oak Blvd.

Gerald Gunter Building
Tallahassee. FL 32399-0850

Samuel Loudenslager

Arkansas Public Service Commission
P.O. Box 400

Lintle Rock, AR 72203-0400

Sandra Makeeff

Iowa Utilities Board

Lucas State Office Building
Des Motnes, [A 50319

Philip F. McClelland

Pennsylvania Office of Consumer Advocate
1425 Strawberry Square

Harrisburg, Pennsylvania 17120

Michael A. McRae

D.C. Office of the People's Counsel
1133 15th Street, N.W. — Suite 500
Washington, D.C. 20005

Rafi Mohammed
Federal Communications Commission

2000 L Street, N.W., Suite 812
Washington, D.C. 20036

Terry Monroe

New York Public Service Commission
Three Empire Plaza

Albany, NY 12223

Andrew Mulitz

Federal Communications Commission
2000 L Street, N.W._, Suite 257
Washington, D.C. 20036



Mark Nadel
Federal Communications Commission

1919 M Street, N.W., Room 342
Washington, D.C. 20554

Garv Oddi

Federal Communications Commission
2000 L Street. N.W., Suite 257
Washington, D.C. 20036

Teresa Pitts

Washington Utilities and Transportation Commission
P.O. Box 47250

Olympia, WA 98504-7250

Jeanine Poltronien

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington, D.C. 20036

James Bradford Ramsay

National Association of Regulatory Utility Commissioners
1201 Constitution Avenue, N.W.

Washington, D.C. 20423

Jonathan Reel
Federal Communications Commission

2000 L Street, N.W., Suite 257
Washington, D.C. 20036

Brian Roberts

California Public Utlities Commission
505 Van-Ness Avenue

San Francisco, CA 94102-3298

Gary Seigel

Federal Communications Commission
2000 L Street, N.W,, Suite 812
Washington, D.C. 20036

Pamela Szymczak

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington, D.C. 20036



Whiting Thayer

Federal Communications Commission
2000 L Street. N.W.,, Suite 812
Washington. D.C. 20056

Deborah S. Waldbaum

Colorado Office of Consumer Counsel
1580 Logan Street. Suite 610

Denver. Colorado 80203

Alex Belinfante

Federal Communications Commission
1919 M Street, N.W.

Washington, D.C. 20554

Larry Povich

Federal Communications Commission
1919 M Street, N.W.

Washington, D.C. 20554



