CCB/OGC Simulaton - 1993 | 1994 | 1995 1996 1997 | 1998 | 1999 2000 2001 2002
134 Netreplacement investment [percentage of prior year plus constant] | | |percentage 0.7760% Constant $0.00
135| Per added residential primary loop (in dollars) %350 $350 | $350 $350 $350 $350 $350 $350 |  $350 $350
136| Per added residential additional loops ) N $350 $350 $350 ~ $350 $350 $350 $350 $350 $350 $350
137! Per added business ioop (in dollars) $350 $350 $350 $350 | $350 $350 $350 $350 $350 $350
138| Per 'shadow loop (in dollars) [see line 151 below] $100 $100 $100 %100 | $100 ~$100 $100 %100 $100 $100
139 Per thousand added access minutes (in dollars) | $30 $23 $23 $23 %23 $23 - $22 | $22 $22 $21
140| Per thousand added toll minutes (in dollars) 1 %30 $30]  s30 [ $30 $30 $29 $29 | $28 $28 $28 |
141| To aloop unbundleable (in dollars) $0 $0 $0 $0 $0 $0 %0 $0 $0 $0 |
. : ,,
o . _ _ B SO N S B I S N S R —
| 142| For vertical services per $1000 added revenue $100 $100 $100 | $100T7 - $100 $100 $100 | $100 $100 ;.  $100
' 143] For special access per $1000 added revenue $2,000 .  $2,000 |  $2,000 | $2,000 | $2,000 $2,000 $2,000 $2,000| $2,000 |, $2,000
144|  For private line per $1000 added revenue $2,000  $2,000 $2,000 |  $2,000 |  $2,000 $2,000 | $2,000 |  $2,000 | $2,000 |  $2,000
145 For other & misc per $1000 added revenue $200 $200 $200 ,  $200 $200 $200 $200 $200 $200  $200
L - e i : b e *h‘ —
[Key Cost Specications - continued S S E [ il S TS S R
— 1 e N — ; - I ; _
t" Rates of change in investment per unit (before lnﬁatlon) S o T' - i i - L
461 Per loop or access minute B | ‘ -30%  -3.0% -4.0% 40%  -40% -40%,  -40% -4.0% -4.0%
147] Associated with stranded plant L 3.0% = -3.0%] -4.0% -40%| -4.0% 40%|  -40%| -40%|  -4.0%
148 To make loops unbundieabie ‘ —3.0W -3.0% -4.0%! -4.0% -4.0% -4.0%! -4 0% -4.0%|  -4.0%
149 Per toll minute -3.0%! -3.0%; -4.0%/ -4.0%; -4.0% -4.0%| 4.0% -4.0%; -4.0%
150 All other types of investment 30% -3.0%, 4.0%) 4.0% 40%,  -40%  -40%  -40%_  -4.0%
Unavoidable costs when loops are lost to facilities based competltlon B o - B i
] Note: The model adds fixeds amount CIC expense and investment per loop. Reductions in total Ioops therefore reduce total expenses and e B
linvestment. In reality, when loops are lost to competition, some portion of the plant and associated expenses remain. Even though total loops may . .
7 ;be growing, some losses to facilities competition may be occuring. The spreadsheet uses "shadow growth” to model this. You shouid specify a foop L L j
E !growth rate below which some costs are unavoidable and some plant is stranded due to facilities-based competition. For each loop below the | . ]
threshold you specify, a small fraction of a shadow or stranded loop is imputed. The fraction increases until it reaches 1 shadow loop per lost loop at ‘ o
| the second user specified threshold. A third specification sets the percentage of normal CIC for each shadow loop that will be included in expenses. i ]
LSince costs associated with lost customers can be reduced over time, you should use the fourth specification to set the percentage of CIC for shadow L o
loops that will be eliminated in each of ten successive years. The |nvestment associated with stranded plant per shadow loop is specified on line 138 L
The rate of change in that specification is set by the user in line 147 | o | o 5+ l_wf’ 1‘ 777777 B 1 rrrrrrrr I
e — f —— f — - SR - - — — A R
b e I — _ N_;T,, .—;?A- I — I S I ;‘
| 151]|Loss in line growth at which cost is increased to repifesejnt stranded blant N [7 : . [ 20% ; - ] B ' 1 *—F -~ i . B
] 152‘Loss in line growth at which maximum "shadow” lines Eer lost line is Fmputed ! ) \ -10.0% i o o L
| 153 |Percentage of ordinary line cost attributed o "shadow” fines | B o6 e
54! ¢ ich i di f 10 i i 9 f | 9 ‘ | ‘
1 % of which is reduced in each of 10 successive yearjs‘. (maximum 10 %) b X‘ 10 A)‘;L - - w o
i | 1 i L
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%CCB!OGC Simulation ﬁ 1993 S 19941 1995 11 199& 1997 L 1998 1 1999 2000 1 2001 | 2002
| |Key Growth Rates and Ratios WL‘, L o L JT L N
~ 155/Growth rate for vertical services per line ) | g.gg@} 0! Qﬁﬁ 175%  175%,  1.75% 1. 75% 1 75% 1.7 - 175% 1 75%,  1.75%|
| 156 - , , sTD| - ‘ 003 j
157 |Underlying growth in total residential lines 1 2.57%) 325%|  2.90%  3.00%|  3.00% 3.00% , 3.00°/1L,  3.00%|  3.00% 3.00%
158 } STD| | ] 0.01 .
|_158|Underlying growth in business lines o +w”5.g§°_A_ | 455%  6.30% 5.30% 530%|  5.30% 5.30% 5.30% 5.30% 5.30%
160| - __sTD| T 002, L 1 T ]
i |Underlying toll-minute growth (exclusive of price elastic stimulation): | o o f' o o 7 Lo
161] Residential interLATA interstate (per household) 3.50%|  350%  3.50% 3.50% 3.50%  3.50%] 3.50%T 3.50%
162 ) sTD! T ool - B ‘
| 163] _Residential inter ATA intrastate (per household) | 350%  350%  350%  3.50% = 350%  350% 3 50%T .50%|
164, - ‘ STD ] XL R B ]
| 165] Residential intralLATA (per household) o o L . -10.0°—/J 2.25% 2.25%  2.25% 2. 25%( _2.25%; 2.25%] 2.25%
166| Business interLATA toll per line ﬂ_j_ ~ 506%|  0.16%)| 2.00%7’ 5.00% 5. M 5.00% 5.00% 5. 00%1 5.00% 5.00%
o7 . STD] - 001 1 p
168] _Business intral ATA toll per fine i | oA s,pm 2@ 2. 25% __2.25% 2»2%& _225%  225%|]  225%
S : ,_.,4+ SRV S S _4_ —
*g’@ 5 g% 0% 2.0% 0% 2, o%‘ o%, , 2.0%, 20%  2.0%)| 2.0%
I 687%  687% 68.7%,  68.7%_  68.7%, 68 7%  68.7% 687%  68.7% 68.7%
] 171 LEC private line & misc toll revenue -12. 8%; 10.2%) 00%  500% -5 00%* . -500%  -5.00% 5. OO%i -5.00%,  -5.00%
172/ Percent of PL & misc that is interstate 02% 0.2%] 0.2% 0.2%, 2%, 0. 2% 02%, 9§ 2%‘ 0.2%! 0.2% 0.2%,
173 All other LEC revenue 47% 37%! 9.0%) 2.0% 2.0%, 0%, 2.0%, 20%  20%, 20%! 2.0%
174 Percent of other revenue that is regulated '{§._0%‘ 75. 0% 75.0% 75.0% 1@_9"@ - 75.0%, 75. O% 75.0% 0%I 75 Oﬁj_ 75 5.0%)
1_75; _Percent of other revenues that is interstate - 28% g_g%,y 2.8% ol 28% 2 8%1 ;g_.g‘%j 2 8%\ _ 2.8%) 2. 8°M  2.8%)
176|Growth rate in other taxes 0 15%, 04% 1. 3% 3%, 1.3%| /o - 1W 3% ) 1.3%! A___ngo_  1.3%|
| 177 Interest expense as percent of net plant . - 26% 2. 40/91 25%,  25%| 2 5% 25% 2.5% 25%, @ 25% 2.5%]
178|Effective FITrate - . 31.8%  331% 33 33%|  33.3% | 333%  333%  333%  333%  333%  33.3%
179|LEC shareholder equity as percent of netplant | 46.6% 45 ,7,%4, 46.0% ,,46.0%1 - 46.0%;  46.0%,  46.0%,  46.0% 46.0% 46.0%|
— | | 8 T + A#
180|Growth in other IXC revenue R e Y. -1 3.0%  3.0%  3.0% 3.0% 3.0% 3.0%
181! percent of other IXC revenue that is interstate | 80%, 80%| 80% 80%] 80%) 80%, 80%| 80% 80% %
182|Growth in other CLEC revenue e 0% 100%  95% 9.0%|  8.6% 8.1% 7.7% 7.4%
183! percent of other CLEC revenue that is interstate | 73% 73% 73% 3% 3% 73% 73% 73% 3%, 73%
| 184|Growth rate in mobile other than celiular & PCS B 25%  25%  25% 2.5% 25%  25% 2.5%| 2.5%)|
185|Growth in cellular & PCS } L 33.5%f 41_507ﬂi 34.0%| 30.62%, 27.56%| 24.81%| 22.32%  20.09%| 18.08% 16.27%
| 186 percent mobile & cellular revenue that is interstate 7% 7% 7% % I T%| T%! l%l o T% 1% %
R S S L R - - . ‘ i SV S
I ‘ 1 l i 1 1
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_|CCBIOGC Simulation _

|O02F bModel Specificationd

1993 |

1

994 |

[

1995 |

1996 | 1997

2000

2002

-

Organiztion of spreadéheet '

Alevel  Specifications

Bilevel

1999 |

Snhapshot results

'Clevel

Detailed results, consumer/producer wetfare analysrs

SIS

D:level

Flevel

Elevel

Business demand simulation

G level

Residential demand simulation

|Rates: Traditional Access Charges

U Price Cap X Factor:

The FCC price cap rules calculates growth (9) usmg Ioops and interstate access minutes.

Calc. of interstate access charge, revenue & expense burldups lnput productlvny T

— S

MACROS {use <alt>M to see documentat ﬂ Spavms -Lande productlvrty

L

- - i__._4_,

|
Iif]

4Py

'the following specification is 1, the model uses LEC retail customer loops and minutes that

‘are billed at traditional access rates. If the specification is 0 then the model uses total

L_EC swrtches regardiess of how they are billed.

reﬂects the fact that some LECs charge below cap. Thus, a posmve specuf catlon

represents additional pricing below the interstate cap.

'Price of interstate toll access minutes

5/Percent decline in intrastate access rates (relative to avg. inflation for three prior years)
$0.0467 |

6

7

$0.0310 ¢

$0‘0303

~ $0. 0288

6!Price of intrastate access

:;ilf CLECs pay tradiﬁbﬁagl;cjce-ssiéharges for minutes

.originating or terminating on unbundied loops:

| $0.0497 |

e S S

I
_ —

$0. 0449

$0.0273 | $0.0258 |

$0.0245 |

000%  0.00%

.

| 0.00%;

0.00%;  0.00%)

$0.0211  $0.0200 |

$0.0233 |

$0.0221

f“*' 5.30%

5.30%|  5.30%

5.30%]

530%  5.30%

$0.0413

| $0.0402

$0.0382 | $0.0372

$0.0436 | $0.0424 |

T

$0.0392 |
T

RS

]

-y

T % of CCL the CLEC pays on unbundled loop minutes

! -
] !
]

100%|  100%

~ 100%

|
100% |

100%

100%|

81

% of non-CCL portion of access not applicable if CLEC provndes Ioca| switchin

'Rates: Alternatives to Traditional Charges

_ {for unbundled elements provided to CLECs) '

T
|
]
ng
|
-

0% 0%
ol

T

Price of unbundled loops and vertical services expressed as a markup

|
}
i
|
T
T
I

+r.)f current incremental cost (CIC) (MiNote: Specify CIC in the cost sec;trgr\.i
/[0 = 100% of cost; -50% = half; 100% = double; -100% = no charge

=

0%;

0%,

0%

0%

100.0%

100.0% 100.0%

100.0%

100.0%| 100.0%

Monthly charge for residential loops

One-time charge for unbundling or churning a loop T{

100.0%

100.0% 100.0%

100.0%

100.0% 100.0%

Base Case
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~_|CCB/OGC Simulation _ 1993 | 1994 | 1995 | 1996 | 1997 1998 1999 | 2000 2001 | 2002
| 11 Monthly charge for business loops L 100.0%| 100.0%, 100.0% 100.0%| 100.0%|  100.0%

12| Monthly charge for average amount of vertical servnces ) » . ’; 230.0% 230.0% 230.0% 230.0% 230.0% 230.0%
- 12 . | : 230.

If CLECs pay non-traditional access charges for - R
i pay _ g T | A S S N

;r
minutes originating or terminating on unbundied loops: | o I ‘, ] |
Price of interconnection toll minutes expressed as a | ] R T ) o ! ]
markup of of current incremental cost (CIC) (QiNote: o ] a
13| Shipecify CIC in the cost section.() | 300.0% 300.0% 300.0% 300.0% 300.0% 300.0%

] Supplemental Access Billing: Percent of dlfference between traditional and non traditional access rates bulk billed on: | o ‘

. | 4 -
14| Interstate originating minutes not subject to access charges | ‘ : 0%, 0% 0% 0% 0% 0%

—————

15 _Interstate terminating minutes not subject to access charges 1 k N _ ° Q,‘@% 0% 0% 0% 0% 0%}
| 16\ Intrastate originating minutes not subject to access charges L . N L % 0%| 0% 0% 0%; 0%}
17 __intrastate terminating minutes not subject to access charges ; : . ; 0% 0%, 0% 0%, = 0% 0%]
_ 18|Negotiated interconnection rate between CLEC & |XCs expressed as a percentage 1 95% 95% 95%41r ] 95%| = 95%, 95%! - 95%
) __of difference between LEC non-traditional vs traditional access charges (which is added to the non-traditional rate to get the tot?I) —_ , o
] i : ; ] ' I !
| _Rates. Local service ) T S i T Il ]
19|Residential customer local service rate o $13.22 $13.24 | $13.66 ! ] . o _ L 3 N B
20|Business customer average service rate - $29.10 1 $27.40 ! $27§§_”" i L | ) L
21,Annual change in local rates (before Inﬂation) B ) i -2, 6% - 2.8% 2.7%! -2. 7% -2. 7% 2.7% -2.7%
72*Res|denua| subscriber line charge (SLC) cap © $350 $350,  $350,  $350  $350 $350  $350  $350 $350 $3.50
23 SLC cap for additional residential access lines $3.50 $3.50 - $3.50 $3.50 $3.50 - $3.50 . $3.50 | $3.50 | $3.50 $3.50
44 Multi-ine Business SLCcap $6.00 | $6.00 $6.00 $6 00 $6. 00 $6.00 $6 00 00 $6.00 $6.00 $6.00 |
. (Note: single line business loops - 10% of total business Ioops pay the res_pdentlal ’ ]
charge. Also, some SLCs, especially for multi-line busmess are below caps. The ) L :
B model gradually increases actual averages up to caps. ' ; o . o N ; o e .
. — e — - N . ; i | T
[ [For LEC customers, percent change in ) i i ] L ‘ , ‘ L
| 25] Residential local rates first year of CLEC competltlon e S . 0% 0% 00%  00% = 00% 0.0%, 0.0%
26| Business local rates first year of CLEC competiton | R 0%| o 0%[4 0.0% 7040"/_.;'» 0.0%| 0.0%|  0.0%
| |CLEC local rates as a percentage of LEC monthly rates including SLCs: o [ - I 5 S I B
| 27, Residental o L ; 90% 90%,  90% 90% 90% 90%|  90% 90%
28 Business ‘ ‘ 90%|  90%|  90%|  90%|  90%|  90%|  90%  90%
| QQ!Q__%EC "total bill* cusMount (shown as posmve) for reS|dent|a| additional flines ﬂ‘fﬁ $2.00 |  $204 | fS;Z.Qﬁi $212 ] %216 %221 $2.25
I S - T |
T R 1 - T " T T T ! ”7% B Tnﬁmiiq\ o m‘—“‘k T T i i 4\—” -
| |Rates: toll \ P R I R S i | |
Average price per toll minute - ali switched services mcludlng ; e | ﬁ‘_f o L i ) L
o 1800, 900, operator service, callmgﬁM B i ‘ | ! N I e R |
- " Residential average toll rates o B I R o R S ] r N ‘ -
| 30 Interstate (including international) o ‘ $0.1976 '1 $0.1960 | 1 I ﬂ—:‘_‘L i
31 InterLATA intrastate | $0.1607 | $0.1594 | i | | | | | i
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~ |CCBIOGC Simulation 1983 ] 1994 1995 | 1996 | 1997 1998 | 1999 | 2000 | 2001 2002
32 IntraL ATA | $0.1258 | $0.1243 | *’ f | ?
Rt + S el S S SO — — L U S OSSO SN —
B Business average toll rates ) o i ; i L [ | ]
33 Interstate (including international) T $0.1746 | $0.1722 - ‘ L I | |
34| InterLATA intrastate ! 30.1198 | $0.1181 L T ] IR § ]
| 35| intralATA o | 501258 | $0.1243 | ;, I [ N }
| 36 uXC "wholesale” price break to LECs for toll minutes that LECs resell 0.00%|  0.00%|  0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
| } ]
| |[Flow through of traditional access charge changes (in per minute toll rates): ; T N ' |
37| Residential interstate I ; | 100.00%| 100.00%| 100.00% 100.00% | 100.00% 100.00%| 100.00%| 100.00%
|38 Residential intrastate ) , I b | 100.00%; 100.00% 100.00%, 100.00%| 100.00%  100.00%; 100.00% 100.00%
39| Business interstate o L ! 1100 OD%L 100.00%, 100.00%, 100.00%| 100.00%| 100.00%, 100.00%| 100.00%
40! Business intrastate : . 100. 00%* 1”00.00%L 100‘00%J 100.00% 7100.00%1 100.00%, 100.00%] 100.00%]
'CLEC flow-through (in per minute toll rates) of the difference between traditional | i o T R S I N
~__|and alternative access charges: e ) _ R ) ‘ : ' L |
41| Residential interstate - o ] 10.00% 10.00% 10.00% 10.00% 10.00% 10.00% 10.00%| 10.00%
| 42| Residential intrastate 1 ‘ 10.00% 10.00% 10.00% 10.00% 10.00%| 10.00% 10.00% 10.00%
43| Business interstate o o o 10.00%| 10.00% 10.00% 10.00%) 10.00% 10.00% 10.00% 10.00%
44| Business intrastate - I ‘ 10.00%| 10.00%, 10.00%; 10.00% 10.00"/9'% 10.00%; 10.00%| 10.00%
‘Annual change in non-access component of toll rates ‘ N : 3 ] | o t ,‘L — ]
45 before inflation - - -3.3%: -600% 6.00%  -6.00%, 6.00% 6. 0/1 6.00%: 6.00%|
46" ) STD. 0. 02‘ e ) N
Added pnce cuts to non-access port:on of toll charges for - - 4’ o i N
{ & CLEC/LEC "total bill" residential customers | 0. 00%‘ 0.00%,  0.00%. 0.00% 0.00%! 0.00% 0.00%|
[ 48 STD' B T 005 3 - N K
49| CLEC/LEC "total bill" business customers 0 0.00% 0.00% 0.00% 0.00% 0.00% | 0.00%,  0.00%
B 50w , STD 0.05 I R j L
51 _All customers first year of LEC entry into interLATA N - 0.0%! 0.0% 0.0% 0.0%| 0.0%| oo_%i 0.0%)]
‘ L : I ‘ j —_— L 4 ]
' Price Elasticities T T B T [ A B e S
52|Toll service elasticity based on current period rate change 1 I -0.40 fﬂ., o j L T ]
53| Toll service elasticity based on current one-year prior rate change | 1 L -0.25 e ! ] ‘
| 54)Toll service elasticity based on current two-year prior rate change | f ‘ -0.05 f S S i ! ) _—
55|Residential local service elasticity (based on total bill) | | L _-b.008 | . : R i L
56|Residential additional line elasticity (based on local rate) | i -0.10 R o ! ‘ |
| 57|Business local service elasticity (based on local rate) . -0.10 : : “
H ! ” ] T } ” T‘ A -
| i i P : L
T = S s S B S S B BN SO
. Surcharges S e ) ‘ o | ! ] ‘ n 1 ]
58 |Universal service funding ($biliions) ‘ 80683 0685 30698 | $0.719 | $0741  $0.741| 0741 $0741 $0.741 1 $0.741
59|Flat amount per customer line I ; ] | | $0.00 $0.00 |  $0.00 | $0.00 $0.00 $0.00
60!Per interstate traditional access minute ‘5 ‘» j i | $0.0000 | $0.0000 | $0.0000 | $0.0000 | $0.0000 | $0.0000
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CCB/OGC Simulation - 19931 1994 | 1995 1996 1997 1998 1999 | 2000 | 2001 2002
61|Per intrastate traditional access minute ) ' L . $0.0000 | $0.0000 | $0.0000 , $0.0000 | $0.0000| $0.0000
62 |Percentage of all TRS reportable end-user revenue | ,‘,,T,, : 0.0% 0.0% 0.0%| 0.0% 0.0%| 0.0%)|
63 |Percentage of all TRS reportable interstate end-user revenue R T ] 7;7 o ] 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

| 64|Per minute of toll service (interLATA and intraLATA) T R & $0.0000 | $0.0000 | $0.0000 | $0.0000 | $0.0000 | $0.0000
| __65|Per minute of interstate toll service o Tﬁwﬂ _T % B $0.0000 | $0.0000 $0.0000 $0.0000 $0.00007 $0.0000
L _— S L B L
lIndustry Structure 7 - | 1 ] i 7 |
_ 66/ Distribution skewing factor [.1= very little; 1 = pure cream skim] | } 070 8TD 0.1 1 1 j

. _Note: CLECs are likely to target the most profitable customers when they enter a market. The LECs would likely do the same when entering IXC N

imarkets. This is called "cream skimming." The model has 7 categories of residential customers and 3 categories of business customers stratified

by tollusage. The model assumes that the highest volume toll customers are the most profitable. The user uses the skewing factor to specify how

;successful competitors will be at cream skimming. To see how this factor works, specify a growing percentage of residential CLEC or LEC "total bill"” . |

loops, vary the skew, and then observe the modeled drstrrbutrpp of ‘proprietary’ cgggmers by tc tol| usage category (approx lines 77- -84 in the E o o .

| Jlevel o AN A L ]
T — i ‘_4_ . | . I S
67/% of CLEC traffic at alternative access charges vs. traditional access charges | _ 0% 0%| 0%, 0% 0% 0% 0%

"j2F% of aII Ioops proyged by CLECs L 7F7_(Note: /RUN will range value al| of ‘the percentages) ‘r ) | i
68| Resldential ‘ 0.00% 0.00% 0.00%| 0.00 0.00 0.00 0.00
69 Business i o 0.00%|  0.50%] 075%  0.88%  094% 097% 0.98%
o, 22 . il B e | > . Slhdid

5 7L ] STD1 for avg percent difference all years: 0 25 : ‘ . .
71 STD2 for year-over-year changes* 0. 25,. ) o o o ]
72 ‘j/g QLEC loops served by CLEC switch 100.0%;  100.0%, 100.0°/.3T 100.0%,  100.0% 100.0%
73T% CLEC loops provided with CLEC's own facilities | ] 100.0%, 100.0%  100. 0%: 100.0%,  100.0% 100.0%
| 74 |Likelihood of terminating with affiliate if CLEC originates a call f Qj/g 07’-/;?' 0%, 0%, %l 0%, 0%
5:% of terminating toll that IXCs "reroute” to LEC thru CLEC 0% 0% VQ.Q"/_oLM 0.0% 0.0%, 0%L _ 00%, 0.0%
| ],Q*é‘%if business originating minutes via special access | A30%|  434%  439%  443% 44T%|  45.2%| is_,,ef@*_ﬁz;m%l  46.6%
1 * \ | P e B
‘IXC share of LEC residual customer 1 IntraLATA toll: L e __;1_ R - _q o L ) o i [ ]
| 77| Residential ] i 0% 5% 7%] 9%| 1% 12% 14% 16% 18%
| 78] Business ] 1 1 0% 10%  15% 1% 18%  19% 20% 20% 21%)
- . i
LA — —— S _ L . - BN S S R A - _.
S S S i L e I D e ——
N | - e | ! . - i R S S S 4 S — S B
_{Z2F% of all loops that become LEC "total bill’ customers 1U7FC_(Note: /RUN will range value all of the :ercentag‘egg B I E S SR
79| Residential - - | 1 0.00 0.00 | 0.00 | 0.00 | 0.00 990—‘1—— 0,00
80| Business o ; | 000 o000 000  0.00 000 000  000]
81 SIDI-avg percentiference | S e _‘[
| 82 STD2 - year over year changes ] T 028 T e L o
83|Percent of LEC originated Interstate that terminates "in region” 30% ~ 30%,  30%  30%  30%| 30% | 30%! 30% - 30%]
| 84|Percent of LEC originated Intrastate that terminates "in region” l o 9%0%| M _90% L 90% Qo%j - 90% 90% 90% 90%
i i o ‘ ! i ! L
Appendix

Base Case

Page B4



|CCB/OGC Simulation [ 1993 fe94| 1995 1&, 1997 1998 1999 [ 2000 2001 ]  2002]
S O — e R o . _lT\ . — <{__ ___r, — l‘ I - S SO I —
- . - H . S P S R vt S . ! - Y S S
85|Churn: % 'total bill' & unbundied CLEC loops that churn in 1996 ] L 25.00% T » _ o ] ,
| 86| STD initial chum rate | 1 ] T 250%] T B
87 Year-over-year change in churn rate through 2002 ! -2.00% ~r ) l N R
88 Churn rate for 2002 through 2010 :* ; 10.00% o o
i : R — — - —
Key Cost Specifications T | ] | ,
89| Inflation in the economy (chain-type GDP price index) 27%; _ 27% 2.5%]! 2.6% 2.8% 27% 27% 2.7% 2.7% 2.7%)
90| - ~STD, - J 0009 R , ?
91 ‘Grorwth in real GDP 27.99/31'7 41%) 2.6% 1.8%]| 2@ 2.0%)| 22%)  22% 2.2% 22%
92|Moody's Aaa Corporate bond yield 722 797 759 710 740 740 740" 740 740 740
| 93|Depreciation rate 0.073, 0.073 0.073! 0073] 0073 0.073 0073  0.073 o.oﬁP ~0.073
94 |Increase in depr. reserve per dollar of depr. expense | 0.4545611| 0.4489084 0.55 045 0.45 LM 045 0.45 0.45 045 045
" 95|0ne-time write-offs of gross piant ($billions, shown positive) L I 80 $0 %0, 80 $0 $0 | $0 $0
96 Change in deferred taxes and other prepaid expenses | 1.5 5% O-ZW . I L o )
t 97! Amortization of deferred taxes and other prepaid expenses - CI -8.0% -8.0%| -8. 0% ~ -8.0% -8.0% -8.0% -80%  -8.0%
98T Percent of tax at statutory rate that will be deferred N SW 50%  50% 50% 50% 50% 50%.  50%|
Note: The model calculates the traditional LEC's ROR on rate base. The model s rate base is calculated as gross plant minus accumulated -
depreaaﬁon less cost-free capital. For 1994, LECs reported about $50 billion of other liabilities and deferred credits in USOA 4300 level accounts. ]
These include, for example, over $20 billion in federal taxes which were included in LEC revenue requirements but which had not been paid as of}
‘December 31, 1994. Regulators traditionally treat these amounts as cost free capital  The totals in the 4300 accounts grew rapi _Lthrough 1994 but ]
L nay become relatively stable starting in 1995 because of tax law changes Setting the two preceeding spemﬁcatlons at -8% and 50% produces a R
relatively stable total in the base case. See the expense section (approx. line 260) inthe C:level. I . S
Key Cost Speclf catlons - continued s o v ] ! r . B 7’5 I 7:
'Expense i i : - [ R S S L e i
_:Current incremental cost - modelled as cost per change in physucal units: L - ! ]
99| Added monthly cost for providing an additional loop I $15.10 ) lROR & depremaggn component ; ) P 50% ]
100 (Less included ROR & depreciation) | | $7.55 l N 7 |
| 101]  Added switching cost for additional access minute | $0.0045 | $0.0045 | $0.0043 | $0.0042 | $0.0041 | $0.0039 | $0.0038 | $0.0037 | $0.0036
| 102]  (Less included ROR & depreciation) l $0.0023 | $0.0023 | $0.0022 | $0.0021 | $0.0020 | $0.0020 | $0.0019 | $0.0018 | $0.0018
| Assumed percent difference between CICs specified ' : 1 ] ;_4 o o " B
| 103 above and the actual CICs for loops and access minutes ‘ 10% 10% 10% 10%]| 10%(T 10%| 10%]  10%)|
| 104 Added monthly cost to provide biling/customer service ! ,‘ $4.00 | $4.00 | $4.00 | $4.00 $4.00 $4.00 $4.00 $4.OOJ
| (Note: Costis perloop. Half the amount specified is removed from expense if LEC customer loops decrease.) [ i
105, Added LEC expense of adding or churning an unbundled loop (including own) | B ‘ T $50.00 $49.85 $49.70 | $49.55 | $49.40 $49.25
i 106| Added CLEC expense of adding or churning an unbundled loop (incl. marketlng) _7T B $Z,,5.QO“T" $74.78 , $74.55, $7433 |  $7410 '  $73.88
L I S S B l
;To provide residential toll per minute (less ROR & depreciation): 1 i | L i
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'CCBIOGC Simulation o | 1993 1994 | 1995 | 1996 | 1997 1998 1999 2000 | 2001 2002
{ 107| Interstate toll mcludmg international settlements $0.0600 | $0.0600 | $0.0670 | $0.0662 | $0.0653 | $0.0645 | $0.0636 | $0.0628 | $0.0620
108| Intrastate toll - | $0.0300| $00300  $0.0370 | $0.0366 | $0.0361 | $0.0356 | $0.0351 | $0.0347 $o.03ﬁ
i To provide business toll per minute (less ROR & deprecuatuon) ’ B B ‘ 7 B
| 109] Interstate toll including interational settlements ] | $0.0500 | $0.0500 | $0.0420 | $0.0415| $0.0410 | $0.0404 | $0.0399  $0.0394 | $0.0389
kﬂ Intrastate toll B I I T $0.0200 $0.0200 $0.0310 4_&01@4_7350.0302* $0.0298 | $0.0294 ! $0.0291 $0.0287 |
A A AA“%, ' [ R S R S
Added operating expense that are modeled as percentages of added revenue: | L } ) | )
| 111 LEC Vertical services - 1 1 | 3000%| 30.00%| 30.00%| 30.00%| 30.00%| 30.00%| 30.00%| 30.00%
| 112] LEC Special Access Services - T o 64% 64% 64%  64% 64% 64% 64%  64%
113| Private line services ! 3 | 6a% 64%) 64%  64%  64% 64% 64%|  64%
| 114 Other and misc. LEC services (bllllng & collection, etc) o .40 40.00% 40.00%! 40.00%| 40.00%;  40.00% 40.00% 40.00% 40.00%|
115 Other IXC/CLEC revenue (other than switched toll) 70% 70% | 70%! 70%) 70%| 70%; 70%| ,#E@
[Expense kickers: - L [ B N ‘ - - ;
|1 16fPercentage of loops that are unbundled above which full additional expenses occur A 0%, 4%L ) 8% o M% E%j?_ o 1@ _21%)
ITotal added LEC marketing expense when unbundled loops exceeds threshold: P L .

117] Residential (billions) w \ 4' $00,  $0.0 $00]  $0.0 * $0.0 | $0.0 $0.0| 04
| 118 Business (bilions) T T T "s00]  s00] %00 $0.0 1 $0.0 | $0.0 $00!  $0.0
~ Total added LEC marketin 3 T T I ]

\g expense if LEC share of’ total bill customer |oops exceeds threshold o L . o I -

119] Residential (bilions) I i $00] 300 $0.0 $oo | $o.64f“ $0.0 $00|  $0.0

120 Business (bilions) ! © s00" 00 %00 %00,  $00.  $00, 00 $0.0

Total added IXC mark_otmg expense |f LEC sharevof total bnl loops exceods threshold . ) o . i
121 Residential (bilions) - $0.0 $0.0 . $0.3 50 3 $0.3 | $0.3 $03 . %03

122; Business (bilions) $00-  $00 - $0.3 $03 $0.3 $03 $0.3 | $0.3 |
i ‘Maxnm Eercent by which LEC reduces embedded costs in year lf pnor : - o s o

123! year ROR on rate base fell below 7.5% in prior year | , 5.0% 5.0%; 5.0%, 5.0% D'O%? 5.0%; 5 0% 5.0%]|

Rates of change in costs: e _ B L R_I ’ L ) Nﬁ_ ) . |

"124]  Annual change in CIC for loops (before infiation) -3, ogo/_o;__’ -3.00%,  -3.00%  -3.00%| -300% _ -3.00%  -3.00%
| 125 s i e . I R - | L

126/ Annual change in CIC for access minutes (before iflation) | T . -600% -6 6.00%,  -6.00%| -6.00% -6.00%| 6. oo%! ~ -6.00%
| Decrease to CIC for access minutes for the first year ] I \ B T ) ) | ]
| 127]  that competition exceeds % of loops specified on line 116 | f 1 0.0%  0.0%|  00%  00% 0.0%| o%j 0.0%
| 128]  [shown for appropriate years] T 00%! 0.0%|  0.0% L 0.0%|  0.0% ~00%  0.0% 0.0%

_| S I S D N S

| 129  Annual change in CiCs for toit mlnutes (before mﬂatlon) o o - ~0"/34 -4.00% —400%4‘1 B -4.00/"/31_17:4,00% -4 00%‘ 4.00%

[ 130] . st _ . oot o | ]

131! ~ Annual change in embedded cost before inflation (LEC, IXC & CLEC) i -3.00W -3.0T)"7oT -3.00%| _;3_(_)2% ~ -3.00% -3.00%) -3.00%,  -3.00%|

| 132 - ~_ s L 001 { ) 1 ]
133‘ Annual change in added cost of billing/collection per new line | -3_00%‘#, -3.00%|  -3.00%| ;3:0% -3.00% -3.00%7& -3.00%/ -3.0%
L* H tment R R ‘r*“ di_; | - i S B R T

nvestmen | | I ; ‘ ; Lo -
| Addtions to LEC gross plant | T o e I R R B

Base Case
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~_|CCBIOGC Simulation 11993 | 1994 | 1995 | 1996 | 1997 1998 | 1999 2000 | 2001 2002
| 134] Net replacement investment [percentage of pnor year plus constant percentage | 0.7760% Constant $0.00
135] Per added residential primary loop (in dollars) j _$350 $350 | $350 $350 | $350 |  $350 $350 $350 $350 $350
136, Per added residential additional loops . $3%0 $350 $350 $350 | $350  $350 $350 $350 $350 $350
137| Per added business loop (in doliars) l $350 $350 | $350 $350 $350 $350 $350 $350 $350 $350
138| Per 'shadow' loop (in dollars) [see line 151 below] | $100 $100 $100 ~ $100 $100 $100 $100 $100 $100 $100
| 139] Per thousand added access minutes (in dollars) $30 $23 $23 $23 $23 $23 $23 $23 %23 $23
140| Per thousand added toll minutes (in dollars) f $30 $30 $30 | $30 $30 $30 | $30 $30 $30 $30
141] To aloop unbundleable (indollars) 1 $0 | $0 $0 $0 $0 $0 §0 $0 $0 $0
|
T 142]  For vertical services per $1000 added revenue $100 | $100 | $100 | $100 $100 | $100 | $100 $100 $100 | $100
143| For special access per $1000 added revenue $2 000 .  $2,000 | $2,000 | $2,000 $2,000 '$2,000 $2,000 | $2,000; $2000 $2,000
144! For private line per $1000 added revenue $2,000 |  $2,000 , $2,000  $2,000 ' $2,000 | $2,000 $2,000  $2,000 |  $2,000 | $2,000
145'7 For other & misc. per $1000 added revenue $200 $200 | $200 | $200 $200 | $200 L $200 %200 $200 ‘ $200
i - —— S e S i - — S + _—
rKey Cost Specifications - continued - J_ S — N ] S _— ‘% f
| JRates of change in investment per unit (before rnﬂatron) L \ﬁ_i L R J R |
14Gr _Per loop or access minute o ‘ -3.0%) -3.0% -3.0%! -3.0% -3.0%)| -3.0% -3.0% -3.0% -3.0%
| 147\ Associated with stranded plant T ‘ -3.0% -3.0% -3.0% -3.0% 3.0%|  -3.0% -3.0% -3.0% -3.0%
148 To make loops unbundieable -3.0%, -3.0%! -3.0%) -3.0% -3.0% 3.0% -3.0% -3.0% -3.0%]
149.  Per toll minute ) -§.0%"7 -3.0%, 3.0%, 3.0% -3.0%. -3.0% 3.0%, 3.0%; 3 .0%,
150" Al other types of investment -3.0%| -3.0% 3.0%, 3.0%, 3.0% 3.0%, 3.0% 3.0%! -3.0%)
'Unavordable costs when loops are lost to facilities based oompetltron - N N
_ Note: The model adds fixeds amount CIC expense and investment per loop. Reductions in total loops, therefore, reduce total expenses and ] . |
linvestment. in reality, when loops are lost to competition, some portion of the plant and associated expenses remain. Even though total loops rﬁy o ' ]
‘be growing, some losses to facilities competition may be occuring. The spreadsheet uses "shadow growth” to model this. You should specify a loop i . ]
] rgrowth rate below which some costs are unavoidable and some plant is stranded due to facilities-based competition. For each loop below the | : o
threshold you specify, a small fraction of a shadow or stranded loop is imputed. The fraction increases until it reaches 1 shadow loop per lost loop at ; o j
the second user specified threshold. A third specification sets the percentage of normal CIC for each shadow loop that will be included in expenses. il i |
Since costs associated with fost customers can be reduced over time, you shouid use the fourth specification to set the percentage of CIC for shadow ]1 B -
loops that will be eliminated in each of ten successive years. The investment associated with stranded plant per shadow loop is specified on line 138. T B L‘ j
The rate of change in that specification is set by the user in line 147. ] ] } 1 3 Jﬁ ] - b i *jv J_A
— e R e ,Kf — — - H— | + —— ‘ EEnii—
N — : ‘ , , ‘ S S o]
151|Loss in line growth at which cost is increased to represent stranded plant . | -2.0% L 1 I ‘ ’ |
152 Loss in line growth at which maximum "shadow” lines per lost line is rmputed i | -10.0% ﬂw_ﬂl_ . | o 4___1_* ]
_ i e - L ; N S e ]
153lF’ercentage of ordrnary line cost attributed to "shadow" Irnes 10%! I o I o
154[ % of which is reduced in each of 10 successive years (maX|mum 1u 1 10% I B ‘Li B
I i i r L L J i
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T - H { I

4@§CB/OGC Simulation ~ 199}%:" 1994 1%__)3964__ 177937_“_7 1998 | 1999 2000 2001 2002
| [Key Growth Rates and Ratios L 1T 7 - -::_;; R ]
| 155 Growth rate for vertical services per line ) 1 251% _O.M_ 1.75% 1.75% 1.75% 1.75%| 1.75% 1.75%] 1.75%,| 1.75%
166 s o003
_}g% Underlying growth in total residential lines <5 257%)  325%  290%, g:g_()oi/%* 3.00% 3.00%q 3.90_"/«; - LOQ’Q __ﬂ)i/&__iii_@f/g
| 159|Underlying growth in business lines _ 5.05%|  455%|  630%  530%|  5.30%|  530% _ 530%  5.30%| _ 5.30% 5.30%
160 ) B T T ' o T !
| 160, STD [ 002 e 1 ]

Underlylrg_toll -minute growth (exclusive of price elastic stimulatlon) o o L

161 Residential interLATA interstate (per household) 3.50%] 3.50% 3.50% ) ;3._§9°/ll_ﬁ 3 50% 3 50%  350% :ﬁg%

162 - _STD oo, R T R D

163 Resndent)a interLATA intrastate (per r@_s_ehold) 3.50%| 3.50% 3.50% 350% 3. 50%‘ 3. 50% 3 50% _3.509 50%

| 164 o , STD|_ ‘ o o 0.01 o

165 Residential intraLATA (per household) N | -10.0% 2.25% 2.25% 2.25%, 2 2% 2. 25% 25% 25%

166 ~ Business interLATA toll per line | 508%| 016%|  2.00%  500% 500%| 500% 5 00% _5.00% 5. 00% ~ 5.00%| 00%

| 167, ] STD| BN i o001 B f
| | 1681 Business intraLATA toll per line I i | -15.0% 2.25% 2.25% 2.25% 2.25% 2. 25% 2 25% 2.25%

, : T' ,,,,, e 0 - = 2 R e
169*Spe<:|a| access revenue 2. 5% 5.6%: 2, 0% 2.0%| 2.0%; 2. 0%‘ ] 2.0%' 2 0"/m 0% - 2.0%
170‘ Percent of special access that is interstate 68.7% 68 7% 68. 7%, 68.7% 68.7% 68 7% 68.7% 68 7% 68. Ti/o_\L 68.7%
. AL : o 3¢, °0.fA 9814

171.LEC private line & misc toll revenue -12.8%: 10 2% 0% 5.00%! -5 00%! -5.00%]| -5. 00%1 5, 00%1 -5, 00%| -5.00%
| 172; Percent of PL & misc that is interstate 0. 2% 0. 2% 7 a. 2% 02%, 02%, 02%, Q. 2% . 02% 0.2%) 0.2%
! 173!All other LEC revenue 4. 7% 3 7%\ 9. 0%~ 2. 0%1 2.0%, _ 2 % 2.0% 2 .0% _20%  20%
T 174 Percent of other revenue that is regulated ed 75.0%, - ”5 O% . ‘_7_5,0% B 75 0%, ~ 75.0%!: ’5_0%‘ 75.0% | 75.0%;  75.0%, 75.0%

175] Percent of other revenues that is interstate 28% 2 §j/94_ 2.8%] 2. 8%1 28% 2 8% 2 8% 2. 8%' C28% 2.8%
T N S S S T L

176|Growth rate in other taxes o . 15% :0.40/0 - 1.3% 13% 1.3%) “1,3% 3%7 13%]  13%  13%

177, 177 |interest expense as percent of net plant 26%, @ 24% 2.5% ] 25% 25%| 2.5% 2.5% 2.5% 2.5% 2.5%

_ 178|Effective FIT rate  31.8%  331%|  33.3%  33.3%  33.3% 333%]  33.3% 333%|  333%  333%

179/LEC shareholder equity as percent of net plant | 46. 6% 457%  46.0%) 46.0% | 46.0%| 46.0% 46.0% 46.0% 46.0% 46.0%
 OLE e e B I |

, — SRS .,M , S S S ( )

| _180|Growth in other IXC revenue | 7 | L 3.0% 3.0% 3.0% ~3.0% 3.0%| 3.0% 3.0% 3.0%

181 percent of other {XC revenue that is interstate ‘ 80%, 80% 80%! 80% 80% 80% - 80% ~ 80%| 80% 80%
Q&Z Growth in other CLEC revenue B wT L L 10% 10 0% 9.5%, 9.0% 8.6% 8. 1% 77% _7.4%

183, percent of other CLEC revenue that is interstate . 73;"/1_3' _13%  73% 73% 73%]| - 13% 3% 73% _ 73% - 73%
| 184|Growth rate in mobile other than cellular & PCS N L | 25%|  25% 25% 2.5%) 2 5% 2, 5% 25%,  25%
| 185!Growth in cellular & PCS 7 | 335%| 416%|  34.0% 30.62% 2756%| 24.81% 22.32% 20. 09% 18.08% 16.27%

186! percent mobile & cellular revenue that is interstate 1% i o T% T% % ‘7ﬁoT 7% %) 7% % 7%

ﬁw S — - - ,‘T ] - — I
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