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a nationwide local benchmark rate. Does Use of the BCM suaest that the costs calculated by the
model would be recovered only tbrouih services included in the benchmark rate? Does the BCM
reQUire cbqes to existina separations and access chariCl rules? Is the model delianed to cbqe
as those rules are cbqed? Does the comparison of model costs with a local rate atIordability
benchmark create an opportunity for OYer-recovery from universal service sqpport mechanisms?

SWBT SUpports separate federal and State universal service funds consistent with current

jurisdictional definitions. However, if a federal fund is developed based upon unseparated proxy

costs, there are three basic components ofdetermining universal service: (i) a measure of costs,

(ii) a measure of revenues, and (iii) a measure of support. Ifthe proxy is used to provide the

measure ofcost (although demonstrably inappropriate) and the benchmark is used to provide the

measure ofrevenues, the measure of support is the costs less the revenues. The support revenues

derived from such a fund should be used by the incumbent LEC to reduce, on a revenue neutral

basis, the implicit support contained in the interstate and intrastate CCL rates, as well as interstate

and intrastate toll rates. The use of any proxy would require changes to the existing Universal

Service Fund rules (47 C.F.R Part 36, Subpart F) and to the section on the limitations in the

interstate allocation (47 C.F.R. §36.154(t). Changes to other sections of47 C.F.R. Part 36 may

be necessary ifthe proxy results recover what is currently considered to be intrastate costs.

63. Is it feasible and/or advisable to intepte the irld cell structure used in the Cost Proxy Model
(CPM) proposed by Pacific Telesis into the BCM for identifyiIli terrain and population in areas
where population density is IQ~

It is difficult to answer questions about the CPM because SWBT has been unable to

obtain and evaluate this model. SWBT's position on proxy cost models in general is otherwise

set forth herein.

Southwestern Bell Telephone Company
Docket No. 96-45
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Cost ProxY Model Pro.posed by Pacific Tdais

64. Can the iDd cell structure used in the CPM reasonably identify population distribution in
sParsely-populated areas?

As to all the questions involving the operation of the CPM, SWBT has not been able to

obtain a copy of the model and evaluate the model at this time. It is anticipated that this will be

done in the near future and the results of SWBT analysis will be provided to the parties in this

proceeding through an~ parte.

65. Can the CPM be modified to identify terrain and soil ttPe by ilid cell?

S= SWBT's response to Question No. 64.

66. Can the CPM be used on a nationwide basis to estimate the cost of proyidin& basic residential
service?

~ SWBT's response to Question No. 64.

67. Usina the CPM, what costs would be calculated by Census Block Group and by wire center
for serviIli a rural. Wah-cost state (e.a" Arkansa&)?

S= SWBT's response to Question No. 64.

68. Is the CPM a self-contained model, or does it rely on other models, and if so, to what extent?

~ SWBT's response to Question No. 64.

SLC/CCLC

69. Ifa portion of the CCL charae represents a subsidy to sypport universal service, what is the
total amount of the subsidy? Please provide supportina evidence to substantiate such estimates.
Supportina evidence should indicate the cost methodoloiY used to estimate the mapitude of the
subsidy (e·a·, lona-run incremental, short-run incremental, fully-distributed).

The interstate CCL charge recovers a portion ofCommon Line (primarily loop related)

Southwestern Bell Telephone Company
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costs and represents a support to universal service. All of the CCL represents an interservice

support from access/toll services to recover actual costs oflocal exchange services, including pay

telephone. In order to appropriately maintain this support, LEC should be allowed to restructure

interstate CCL recovery to bulk billing on an interim basis and, in the long term, to increase the

interstate EUCL. SWBT has submitted to the Joint Board studies that show that revenues

generated from local exchange services do not recover their actual costs. The interstate CCL

revenue generated by access services provides support for recovery oflocal exchange costs. &

Attachment 2 to SWBT Comments filed in this proceeding on April 12, 1996.

However, since interexchange carriers pass their access costs to their toll customers,

ultimately it is interstate toll customers who are supporting the recovery oflocal exchange costs.

In 1995 the total revenue or support to local exchange services generated from the interstate CCL

charge was $314 million for SWBT. Nationwide, interstate CCL revenues are $35. billion. $36

million of SWBT' s interstate eCL revenues represent recovery of common line costs of other

LECs that SWBT must recover through its interstate CCL rates to satisfy its LTS obligations,

thus representing an intercompany support flow. The remaining interstate CCL is necessary to

recover SWBT's Common Line costs.

Moreover, interstate eCL support generated in some areas recover non-traffic sensitive

loop costs associated with serving other areas. To demonstrate these geographic support flows,

SWBT has analyzed the interstate Common Line costs assigned to interstate and the current

Southwestern Bell Telephone Company
Docket No. 96-45

Responses to Joint Board Questions



-43-

interstate common line revenues, including EUCL and CCL, for each ofits wire centers.7

Following are the results obtained from this analysis.

- for 93 wire centers, interstate EUCL revenues fully recover or over-recover the wire
center's Common Line eosts. The average interstate Common Line costs in these areas is
approximately $3.14 per line. Consequently, the $99 million of CCL revenue generated
from switched access services in these areas is used to support the recovery of exchange
line costs incurred in other SWBT areas and fund SWBT's LTS obligation.

- 148 wire centers generate combined EUCL and CCL revenues which exceed the wire
center's interstate exchange line costs. For this group ofwire centers, $44 million of the
CCL is necessary to recover their respective costs and the remaining $53 million ofCCL
revenue generated, represents support that flows to other areas. The average interstate
Common Line Costs in these areas is approximately $5.12 per line.

- 994 wire centers have combined EUCL and CCL revenues that fall short of their
respective interstate Common Line costs. All of the $116 million of support generated by
interstate CCL in these wire centers is necessary to recover their Common Line costs.
The average interstate Common Line Costs in these areas is approximately $10.04 per
line.

The above analysis demonstrates that approximately half of SWBT's CCL revenue is generated in

lower-cost, high-volume areas, but is used to support SWBT's higher-cost areas (and Common

Line costs of other LECs via the LTS). The remaining CCL revenue is necessary to recover

Common Line costs in high-cost wire center areas where both the EUCL and the CCL is

necessary, as well as support from other areas to cover the common line costs in those high-cost

7 This analysis assumes the use ofinterstate costs assigned to the Common Line - Base
Factor Portion Elements through the use of47 C.F.R. Part 36, Separations and Part 69, Access
Charge costs methods. Parts 36 and 69 are fully-distributed cost methods. This analysis does not
take into account any cost recovery that is generated from intrastate local, access and toll
services, but is simply designed to demonstrate the types and the approximate magnitude of the of
support flows that are generated by the interstate CCL.

Southwestern Bell Telephone Company
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areas.

70. !fa portion of the eCL char.ie represents a contribution to the recoyex:y ofloop costs. please
ident~ and discuss alternatives to the eCL chqe for fecQvetY ofthO" costs from all interstate
telecommunications service providers (e.i .• bulk billini. flat rate/per-line charie).

The CCL primarily recovers non-traffic sensitive costs associated with the exchange line

or loop and information origination termination equipment (pay telephone and other station

equipment). Additionally, the eeL recovers cost support for high cost independent LECs

through the LTS additive. Non-traffic sensitive costs are most efficiently recovered on a flat rate

basis. The current usage sensitive recovery violates the concept and goals of efficiency. The

Commission has acknowledged the need for more efficient pricing for recovery ofcommon line

costs:

cost-based telecommunications pricing is well worth achieving because a pricing
structure in which most nontraffic-sensitive, common line costs are recovered
through usage-based charges poses a substantial danger to the long term viability
ofour Nation's telecommunication system.

MTS and WATS Market Structure, CC Docket Nos. 78-72 and 80-286, Report and Order, 2 Fee

Rcd 2953, para. 28 (1987).

There are several options which promote the more efficient recovery of common line

costs. These options includ(~:

1. Shift Cost Recovery to the End User Common Line Charge: This option
would reduce or eliminate the CCL by shifting cost recovery to the cost causer.
The per line/month EUCL charge would be increased to the level necessary to fully
recover interstate loop costs. EUeL increases could be phased-in, ifdesired by
the Commission.

Recovering a greater portion of end user loop cost from end users through a

Southwestern Bell Telephone Company
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rebalancing ofthe EUCL represents a move toward more efficient pricing which
the Commission itselfbegan with the institution ofthe existing subscriber line
charge structure.

2. Recover Common Line Costs from the New Univenal Service Fund: To the
extent that common line costs are not recovered from the end user, those costs
should be recovered from the universal service fund established by this proceeding.

3. Restructure Carrier Common Line Element: Either during a transition period
or if#l and #2, above, are not implemented, then CCL could be bulk-billed or flat­
rated on a competitively neutral basis.

4. Deaverage Common Line Rates by Zone: If CCL is retained, the CCL must be
deaveraged for more appropriate cost recovery.

5. Remove Long Term Support Recovery from LEC CCL Rates: Beyond
pricing changes to more efficiently recover LECs' common line costs, LTS , if
retained, should be removed from LECs' CCL rates and recovered separately. It
should be recovered from all interstate providers in a manner that is completely
separate and independent from LECs' access rates.

LOW-INCOME CONSUMERS

71. Should the new universal service fund provide support for the Lifeline and Linkup proifatJ)S,
in order to make those subsidies technoloiically and competitively neutral? If so, should the
amount ofthe lifeline subsidy still be tied, as it is now, to the amount ofthe subscriber line
char.ae?

Funding for Lifeline and Linkup should be explicit. Inasmuch as the purpose ofLifeline

and Linkup seeks to address the specific needs of low-income customers, not necessarily high-

cost recovery, SWBT recommends establishing a separate support mechanism to identify the

amount of support required to provide service to qualifying low-income subscribers. Low-income

support for the carrier serving the qualifying customer should be equal to the offset rates normally

charged to other customers served by that carrier.

Southwestern Bell Telephone Company
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The current rules for Lifeline would have to be modified for any changes in the prescribed

cap on the subscriber line charge (SLC), but it would continue to be reasonable to associate the

Lifeline amount with the SLC.

Respectfully submitted,

. Lynch
Durw d D. Dupre
MikeZpevak
Darryl W. Howard

LEPHONE

Attorneys for
Southwestern Bell Telephone Company

One Bell Center, Suite 3520
St. Louis, Missouri 63101
(314) 235-2513

August 2, 1996
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Which Cost is Right?
Actual Costs Original New Hatfield Benchmark Cost Model .1 Benchmark Cost Cost Proxy Model
(per loop, per Hatfiefd (perHH, per (per HH, per mo.) Model #2 (per line, per mo.)

month) (per HH, per mo.) (per HH, per mo.)
mo.) Expenses based on "PacifIC Ben

ARMIS Hatfield
Model"

INationwide
USf Loop costs only $20.17 $15.59 $11.31

Loop + switch costs $31.83 $21.38 $23.04 - $16.71 $29.88

SWBT-Teus
USf Loop costs only $19.93 $13.36 $9.69

Loop + switch costs $37.03 $20.73 $15.03 Est. $34.00

TOTAL -Texas
USf Loop costs only $22.20 $11.55 $16.97 $12.31

Loop + switch costs $15.41 $25.14 $18.23 $29.98

SOURCE: 91'95 USF data MClIHatfUed Met Filing Joint Sponsors (US WestlSPRtNTI US WestISprint Preliminary results
submission 7/fMstudy 717/96 NYNEXlMCI), 1211/95 Ex Parte, 713196, of Texas data run

of 1993 data; CC Docket CC Docket No. 80-286; CCDocket by tndetee for
SWBTStudy No. 96-45 SWBT Ex parte, 2122195 No. 96-45 SWBT

Blanks indicate that data is not currently available for that particular model/cost .



Attachment 2

Papl

SUMMARY or STAD UGISLATIVE AND UGtILATORY JN1TIATIVU IN
DIITAHCI LIA1lNING AND TlLIMlDICINI: IN SWBT STATIS

AJlKANSAS

The most recent ArIcansu Stipulation and Ap'eement called for the foUowiDa:

"SWBT shIU CCIIIIIIIit the necesury inveItment and..,.... to IICIbIiIh a DiIllftCe
Leamini Necwork UnIcinI ov.. 67' educIcio.... inlcitutionl and 10CICi0nI ill SWBT
excJ-.. throuP tile.... Thi. network will provide video lItIJIor eli"" data
connectivity to the ...... II four-y.. coiIllll, 31 two-yeir colli.... technical, and
vocational"'" 39 COIIIiJUnI educIeioD~ 131 hiIh IChooII, lad 453 K-I
schoolJ which .. lcated ill SWBT territory. In ....... SWBT shill COM'\INt the
I'eceuary iIlv. I 1_ and .,... to ..1bIWt a lunl MIdicII Network _ will link
approximl&tly 55 rIIionIIlDd rural he.,.III" IIIIIdl can &cilitilllocattd in SWBT
territory via ..... teehnoIoIY." ThiI wiIlliIIIInce _ ....T1 COIIIprIlIIll vicIeo
applicationa..UMd by the UMAS telChinl facility for IMdiCIl trIiDinI appIbt''lOGI in
remote locationl.

......
In me .IIMM".I.i.ofT.I.rx.n swaT WII onIIrtd to ... the foIIowinI
~tbr ....!... _ ......:

c .,. 1lItO¥e ...... c....-. I 1*. of..... thin ",000,000,
in am to be __nitR.d SWIIT _ C...... Such
...... u, IF incWI, but ..belk"tet to die~ ofa 8bIr
opcic 1IItWOrk'" puIJIc 1CIIooIa in the _ by swaT isK_

In till propoIId ICIMIlrlirt ctaa, CUll..., illdie'" _ biB calli tor:

tIIe.II.,•.• fIl t Ili_ thltilClPlbleof•"I "•I,.. If-. puWic 1IIIey. r ..tNi for penonI with.,.d public lInry to I....- provicIen and
odin.

the ComE "Flit II ttlua••,JIi:Iri_ proWItn to provide
~ a ~ iIIIJiIuDonI_ 1.... taII-he ICCeII

to die It-un CO.." WIcIIiIa or T _ -. tnl up _ to OM.....

proWIIr widiIl ..c._. cu LATA fara" ..., ... 1badid up ,11:I*I .

provided..at"an • "11.' kiIoIIit per to. ,....... public
educaUon iDIIitu1ioM. me diIl-up acc:.- to all om. CUIIOII*IIbaIl aappon It I.. 14.4
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ki10bitI per-SICC*i service. Customers may request either ol'-pak or twenty-four hour
service. For oW-,.. uterS, the flat monthly fee sW appiy to bItw-. the houn of
5 p.m. IDd 7: 59 a.m. weekdays and aU hours on weekends and holidays. The Sat
monthly fee shIiI not exceed S15 per-line per-month. For CUItOIftm who subtcribe to
twenty-four hour service, the flat-monthly fee for unlimited use shall not exceed 530 per­
line per-month.

At the present time many of the school districts are Ulinl anaJOi video on tiber and satellite
uplinks to Kansu State University to enhance their facilities.

MISSOURI

The settlement.~ fIlChed between swaT and the ConniuioD CIJIa for the foUowina:

The ...... caUs for the compuy to mv. S275M a>-t. ofwhic:b 535M will be
eII'IDaIbd to~ a.. opQc: CIbIe network in f1VW'J COIWIIIIIity it 1WYeI_ briDa
diIIInc:e ...... _ TehMIdiciM ....__ to II ...., II 75 ICCI'IlIlIded IChooII or
hoapitlla..>-t. SWBT wiD abo cnIte at ... tw TellCoamaanity~ for
interactive vicIIo ttlecomnamic:ati before 1999.

Several trWI ....... pIIce....with d__ II.· ...TtIIMIdidDt, and the
first TeleCOftIIIIIity~ i.1CbIduIed to open tbiI ,...

The current biD in the Houle CIlIa for.

In orcIIr to ....or...1••• ,11..._ ........ 10cIl~
telIC""""" " ..,Ii• ..,.willa the CK? ·IiOB proviIioa of
10000...topullJlc ...., .....,..
secondIry pm to 1.tw._. _l'IIidlldial
serviceia"wI-..."is'" provided thIt ..propoIId .... ..., not be below
the ICtUII COIl 01JIRWi6nI the .-.ice.

The _._.1••_ ....rd bItw-. SWBT'" the COlIN • Ii. CIlIa for.

- Free 10••MU CW to~ coo.... tor up to dnI y-. tor JChooIJ.
litwIriII, 1M UlliN _.... JOM

• cOiItIa.._ olSlM.,.. for tine,... to .... I ,..ni..... educIdoa ftmd to
purdIMe.w. fbi' <Ii_......

• Sl.9M tbr the........- ofIt"" 20t"'c~~tJnuPout the
state
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State Univenicy lIIellite and fiber-optic netWork, and school districts in Broken Arrow, Duncan,
and Grady County.

There are a number ofTeleMedicine projects in Plannina or underway in Oldlhoma linkina rural
hospitals and medical centers to larger hospitals in the urban ana.

IlXAS

The recent I"slation passed in Tau calls for:

Aco~ to otfer SII'Yica on aspeci" c:cBr1Ct bMiI to CIrtIift public entities (e.I.,schoo.~ blnriel). The ..... CDIIpIfty is rtqUiNd upoe ,.... to provide
services It lOS% ofLoftl1lull IncIWl*ltll Colt, incUIIl inI'Il"'ic"ft. Then is no
abIoIute dollar tJaure forthiI~. Atoll-.... di..IITIPI..... for mr.nec
acceu is also provided.

n.e .... sevenI pr;v. ttlecomnunicaaio IIItWOIb dIIMIina _1CI&iOnII ..w:.1IId
information to the ICbool diItricts. Most dell with the~ coli•••• IDd univenitieI.
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REVISIONS TO 2/14/96 EX PARTE BY SWBT

Attached is a complete revision of the material presented by Southwestern Bell in the
Ex Parte contact made with members of the FCC Staff on February 14, 1996. During
the course of that meeting, several questions were asked regarding zeros on the
summary pages and apparent inconsistencies between the summary pages and the
detail information included as Attachments. This revision reflects the correction of that
data and the correction of certain formulas used to carry forward the data to the
summaries.

All pages included with this complete revision include the statement "Revised 2/19/96"
in the lower right hand corner.

Revised 2/19/96



COMPARISON OF

USF LOOP INVESTMENT PER LOOP
TO

BCM LOOP INVESTMENT PER HOUSEHOLD

BCM RESULTS SUMMARIZED TO PROVIDE LOOP INVESTMENT BY COMPANY

COMPARED TO USF DATA FOR 1993 - DATA SUBMISSION WAS MADE IN
SEPT'EMBER, 1995

RESULTS:

-100% < BCM DIFF. <= _50%1

~50% < BCM DIFF. <= 0%

0% < BCM DIFF. <=50%

50% < BCM DIFF. <= 100%

100% < BCM DIFF.

COMPANIE§ %CQMPANIES
55 4%

280 19°k

939 62%

130 9%

107 7%

RESULTS VARY SIGNIFICANTLY FROM COMPANY TO COMPANY

APPLICATION OF BCM WOULD CREATE WINNERS AND LOSERS

DIFFERENCE BETWEEN SCM AVERAGE INVESTMENT PER
HOUSEHOLD AND USF AVERAGE INVESTMENT PER LOOP WAS BETWEEN
100% AND 50% LESS THAN USF AVG.INV.lLOOP

Revised 2/19/96
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UNIVERSAL SERVICE fUND OArA
GOMPAREOrO

BENCHMARK COST MODEL
iC(;~tT . .. ... .>. USF BCM DltTerenee ./. DltTer.nee I
~.. LOOPINV! LOOPlNV! Compa_To Compa... '0 i
I Avg _ ill . • LOOP HOUSEHOLD USF USF

I..••=1 .. ····~.._.. n I LOOP ONLY • EXCLUDES SWITCHING
rTotal NEW JERSEY ... ~ .. I 628.20 I 369.32 I -258.89 I 41.2%

17.4%

129%

-VA%

25.4%

-45.4%

-35,9%

347%
..~------

-40.5%--_._-673,53 400.99 -272.53

1216.90 n9.75 -437.15

t :
,09335 :453.07 35972

889.28 734.91 15437 !- =-

98493 642.99 34194 ;

ITotal UTAH

Total SOUTH DAKOTA

Total TENNESSEE

·~hotal TEXAS
·1._ .n

753.04 749.75 ! -329~

, ,Total VERMONT 1288.52 • 961.26 ! ••.•. "32726 j" •.

Total VIRGINIA . ! 829.27 ..~~ -376.69 r--

! Total NEW MEXICO i 111749 987.52 -129.97 -11.6%

I Total NEW YORK ,... .. ..... I 690.67 348.69 -341.99 49.5%
• ...:...::.=.... ·m _..... 1=
I Total NORTH CAROLINA '1013,05 736.62 -276.44 -27.3%

~Total NOR~H DAKOT~ ....~_~~_~._. 1129,67 1 1382.15 i 252,48 t==._-- 22.3%

ITotalOHIO . 6~!_~.L :>10.041_18~. _ 271%

• 'Yota, OKLAHOMA j ;0"'.96~ "~.. ~ H

Total OREGON. ...=='=.. ..} 914.32' . 748.42 ;16590 I 18.1%~__ Iota' PENNSYLVANIA_. m _ --b 887.30F 472.091 -215.21 I -31.3'"

'Total RHODE ISLAND

Total WASHINGTON i 866.11 I 595.26 I -270.84 31.3%

-23.5%

Total WISCONSIN 1 761.51 I 597.30 I -64.21 -8,4%

I Total WYOMING I 1697.26 I 1456.37 I -240.90 -14.2%

Excludes Alaska; Includes DC, I , I _. ._r"
f-

SUBTOTAL 49 STATES 829.33 I 570.58 I -258.75 -31.2%

TOTAL SUBSET 1 778.76 456.15 -322.61 -41.4%

TOTAL SUBSET 2 985.09 758.23 -226.86 -23.0%

TOTAL SUBSET 3 1,403.27 1,570.57 167.30 11.9%

~"~ __.-J. IL.
TOTAL ALL SUBSETS

---____ =_=__~ ._._,_~ ..,__ __....t~ __

829.33 566.31 -263.01 -31.7%



COMPARISON OF
USF' A\,'ERAGE COST PER LOOP

TO
SCM AVER~GECOST PER HOUSEHOLD

SCM RESULTS SUMMARI, ED TO PROVIDE AVE:RA.GE COST PER HOUSEHOLD
(AVG" COST/HH) BY COMI ANY

COMPARED TO USF DATI FOR 1993 DATA SUBMISSION WAS MADE IN
SEPTEMBER 1995 tJSF EVENUE REQUIREMENT PER LOOP (RRILOOP)

RESULTS.

DIFFERENCE BETWEEt\i BCM AVG
COSTfHH AND USF RRJi OOP
COMPARED TO
lJSF RR/LOOP

,50% SCM DIFF <.:::()('

50% SCM DIFF <:::::::1 Oi '%,

100% SCM DIFF

ARMIS Mel/HATFIELD
...ANN. COST ANN. COST

FA.gI9B FACTOR

,CQ§, ~& ..,COS.: COS,. % COS.

85 6% 161 11%

284 19%, 481 32%

441 30% 559 37%

3,36 22% 204 14%

2,59 24% 106 7%

StlMMARY

RESULTS VARY SiNIFICANTL'( FROM '(:OMPANY TO COMPANY

APPLICATION ()F~CMWOULD CREA WINNERS AND LOSERS

NEED TO DETERI\; INE WHY SOME COMPA.NIES COULD RECEIVE
SIGNIFICANn.. t SS .AND SOME COMPANIES SIGNIFICANTLY MORE
BEFORE PRO): C:ONSIDERED RMf:·LEMENTATION

ReVised 2/19/96



UNNERSAL SERVICE FUND DATA
COMPARED TO

BENCHMARK COST MODEL

Cost WE JIgt DIIfeNnce %DIfference
OR AVGCOST AVGCOST1 CompaNd To Compared To

Ava PER LOOP PERHH USF USF

Total ALABAMA 270.20 220.31 (49.89) -18.516

Total ALASKA 0.00 NlA

Total ARIZONA 25T.87 162.97 94.90) -36.816

Total ARKANSAS 335.79 289.42 48.36) -13.816

Total CALFORNIA 212.36 131.80 (80.55) -37.9'lL

Total COLORADO 223.12 213.91 (9.21) -4.116

Total CONNECTICUT 231.89 138.40 (93.49) -40.3%
..

Total DELAWARE 208.04 173.91 (34.12) -16.4%

Total DISTRICT OF COLUMBIA 76.13 SO.98 (25.15)
..:J3.Oi

Total FLORIDA 305.45 158.70 (146.76) -48.0%

Total GEORGIA 311.12 237.16 (73.96) -23.8%

Total HAWAII 239.05 133.49 (105.56) -44.2%

Total IDAHO 300.25 374.92 74.67 24.9'lL

TotallLLlNOIS 162.92 151.57 (11.35) -7.0%

Tot.IINDIANA 227.15 146.97 (80.18) -35.316

Tot.IIOWA 197.93 248.54 48.61 24.6%

Total KANSAS 274.SO 271.41 (3.09) -1.116

Tot.1 KENTUCKY 285.41 204.64 (80.77) -28.3%

Total LOUISIANA 311.18 221.57 (89.61) -28.8%

Total MAINE 319.89 290.16 (29.73) -9.316

Total MARYLAND 199.89 134.51 (65.38) -32.7%

Total MASSACHUSETTS 221.22 69.02 (152.20) -68.8%

Tot.1 MICHIGAN 223.16 180.61 (42.55) -19.1%

Total MINNESOTA 212.83 243.67 30.83 14.5%

Total MISSISSIPPI 343.16 283.19 (59.97) -17.5%

Total MISSOURI 257.23 233.89 (23.34) -9.1%

Total MONTANA 304.65 514.64 209.99 68.9%

Total NEBRASKA 206.65 301.74 95.09 46.0%

Total NEVADA 189.84 254.09 64.25 33.8%

Total NEW HAMPSHIRE 332.02 232.68 (99.34) -29.9%

I fi I..... I·S-IA~CC::' ,~T.:~T~
159.75 (110.~) -40.916

0.00 NlA

118.18 (139.10) -54.21'

209.87 (125.91) -37.516

95.58 (116.78) -65.0111

155.11 (68.00)' -30.516

100.36 (131.53) -56.716

126.11 (81.92) -39.4%

36.96 (39.18) ·51.ft

115.08 (190.38) -62.316

171.97 (139.14) -44.7CJ6

96.80 (142.25) -59.516

271.87 (28.38) -9.5CJ6

109.91 (53.01) -32.516

106.58 (120.57) -53.116

178.78 (19.15) -9.7%

196.81 (n69) -28.3CJ6

148.39 (137.02) -48.0%

160.67 (1SO.51) -48.4CJ6

210.41 (109.49) -34.2%

97.54 (102.36) -51.2%

SO.05 (171.17) -n.416

130.97 (92.19) -41.3%

176.69 (36.14) -17.0%

205.35 (137.81) -40.~

169.60 (87.63) -34.116

373.19 68.54 22.5%

218.80 12.15 5.916

184.25 (5.59) -2.916
168.73 (163.29) -49.2%



Cost IlIE
OR AVGCOST
Avg PER LOOP

Teat NEW JERSEY 193.50

Teat NEW MEXICO 294.31

Teat NEW YORK 248.24

Teat NORTH CAROUNA 294.78

Teat NORTH DAKOTA 256.68

Total OHIO 216.58

TobII OKLAHOMA 278.88

Total OREGON 266.45
.~,~ ---- -•....."--~

Total PENNSYLVANIA 203.23

Total RHODE ISLAND 214.n

Total SOUTH CAROLINA 353.76

Total SOUTH DAKOTA 247.54

Total TENNESSEE 258.98

Total TEXAS 266.41

Total UTAH 195.36

Total VERMONT 378.68

Total VIRGINIA 244.63

Total WASHINGTON 234.87

Total WEST VIRGINIA 357.70

Total WISCONSIN 223.41

Total WYOMING 361.91

SUBTOTAL 49 STATES 242.00
Excludes Alaska' Includes DC

TOTAL SUBSET 1 226.13

TOTAL SUBSET 2 558.50

TOTAL SUBSET J 328.90

TOTAL ALL SUBSETS 242.00

UNIVERSAL SERVICE FUND DATA
COMPARED TO

BENCHMARK COST MODEL
Imt DIt'rerence %DIfIerenc:e

AVGCOST1 CompIredTo CompIredTo
PERHH USF USF

116.99 (78.51) -39.5"

312.81 18.50 8.~

198.92 (49.32 -19.ft

233.33 (81.44 -2O.84fJ

437.82 181.14 70.K

161.56 (55.01) -25.44fJ

206.62 (70.27) -25.4"

237.07 29.38) -".K
149.54 (53.69) -26.44fJ

127.02 (87.75) ..w.K
247.00 (106.77) -30.2%

460.28 212.74 85.941

232.79 (26.18) -10.1%

203.68 (62.73) -23.5%

237.50 42.14 21.6%

304.49 (74.19) -19.6%

143.36 (101.26) -41.4%

188.56 (46.31) -19.7%

272.12 (85.56) -23.9%

220.68 (2.53) -1.1%

461.33 99.42 27.5%

187.13 (54.87) -22.7%

151.98 (74.15) -32.8%

243.50 (315.00) -56.4%

501.92 173.02 52.6%

185.82 (56.18) -23.2%

5M DIt'rerence %
AVG COST 2 CompIredTo eornp.red To

PERHH USF USF

84.83 (106.67)1 -56.~

228.83 (87.48)1 -22.941

144.25 (104.10 -41."

169.20 (125. i1 -42.ft

317.46 60.60 23.7%

117.18 (99.42>1 -45."

149.83 (127.06) -45.941

171.91 (94.54) -35.54fJ

108.44 (94.79) 46.ft

92.11 (122.68) -51.1%

179.11 (174.65) -49.4%

333.n 86.23 34.ft

168.81 (90.17) -34.ft

147.69 (118.71) -44.ft

172.22 (23.14) -".84fJ

220.80 (157.68) -41.7%

103.98 (140.67) -51.5%

136.73 (98.14) -41.84fJ

197.33 (160.37) -44.8%

160.17 (63.24) -28.3%

334.53 (27.38) -7.8%

135.70 (106.30) -43.K

110.20 (115.92) -51.3%

176.57 (381.93) -68.44fJ

363.98 35.06 10.7"

134.75 (107.26) -44.3%
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COMPARISON OF USF ANNUAL PAYMENT
TO

SCM SUPPORT
$20 BENCHMARK & ARMIS COST FACTOR

$40 BENCHMARK & MCI/HATFIELD COST FACTOR

BCM RECALCULATED TO EXCLUDE SWITCHING COMPONENTS AND.
SUMMARIZED TO PROVIDE LOOP SUPPORT AMOUNT BY COMPANY

COMPARED TO USF DATJ\ FOR 1993 - DATA SUBMISSION WAS MADE IN
SEPTEMBER, 1995 - USF ,\NNUAL PAYMENT

RESULTS:

USF $20 BENCHMARK $40 BENCHMARK
N. PAYMENT ARMIS MCI/HATFIELD

$63,873,648 $1,949,132,991 $309,047,037

$426,682,765 $1,772,898,743 $269,801,698

$195,507,557 $1,010,647,306 $268,829,227

$686,063,970 $4,732,679,040 $847,677,963
-

NA

SUBSET 1

SUBSET 2

SUBSET 3

TOTAL

SUMMARY:

LARGE INCREASE IN AMOUNT OF SUPPORT IDENTIFIED. EVEN THOUGH
LARGE OVERALL INCREASE SOME COMPANIES (WALNUT HILL ­
ARKANSAS) WOULD RECEIVE LESS WITH BCM

DISTRIBUTION AMONG COMPANIES CHANGES SIGNIFICANTLY - SEE
ATTACHED CHAR r
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UNIVERSAL SERVICE FUND DATA
COMPARED TO

BENCHMARK COST MODEL
Cost IlIf ~ DItrerenc:e " Dl«erenc:e ~ Dmerenc:e

" DIIfeNnceOR ANNPAY >t20 Benchm8rtc COI'I1p8NdTo Compared To >$41 Benchmark Compared To CompM'edTo
Avg HH*A"".,. Cost 1 USF USF HH*AnnueI Cost 2 USF USF

LOOP OM.Y • EXCLUDES SWITCHING

Total ALABAMA 21,066,111 117,225,481 96,160,370 458.5% 8,282,649 (12,782,481) -60.7%

Total ALASKA 0 N/A 0 NJA

Total ARIZONA 14,485,920 113,361,726 98,895,806 683.6% 45,834,654 31,368,734 218.6%

Total ARKANSAS 36,785,886 122,815,612 85,829,726 233.3% 18,953,136 (17,832,750) -48.5%

Total CALIFORNIA 44,170,735 231.,388,759 187,196,024 423.8% 62,907,485 18,738,750 0

Total COLORADO 4,162,908 101,821,337 97858429.02 23.'16 37,608,285 334453n.16 8.03

Total CONNECTICUT ~ 12,633,880 12,633,880 N/A 18,909 18,909 N/A

Total DELAWARE 0
,.:::..

5,128,119 5,126,119· N/A 16,965 16,_ NIl.

Total DISTRICT OF COLUMBIA 0 20,218 20,216 N/A 1,081 1,081 N/A

Total FLORIDA 28,851,600 107,520,739 78,669,139 272.7% 13,941,878 (14,909,722> -51.7%

Total GEORGIA 28,561,_ 150,340,250 121,n8,790 428.4% 11,093,854 (17,-467,806) -61.2%

Total HAWAII 0 14,002,464 14,002,464 N/A 3,691,458 3,691,458 N/A

Total IDAHO 20,260,837 78,692,~ 58,411,703 288.0% 31,706,485 11,425,629 56.3%

Total ILLINOIS 4,006,055 131,157,885 127,151,830 3174.0% 9,698,660 5,692,806 142.1%

Total INDIANA 3,213,310 87,353,301 84,139,991 2818.5% 1,372,449 (1,840,861) -57.3%

Total IOWA 4,830,353 122,780,056 117,949,703 2441.8% 19,260,513 14,450,159 299.2%

Total KANSAS 21,393,518 112,712,331 91,318,814 426.911. 29,936,128 8,542,810 39.911.

Total KENTUCKY 8,732,026 98,318,027 89,586,002 1025.911. 1,707,809 (7,024,217) -60.4%

Total LOUISIANA 31,033,105 100,961,642 69,928,537 225.3% 12,655,303 (18,3n,802) -59.2%

Total MAINE 5,722,757 50,963,204 45,240,447 790.5% 6,582,963 660,207 15.0%

Total MARYLAND 0 23,182,616 23,182,616 N/A 344,203 344,203 N/A

Total MASSACHUSETTS 2,015 12,353,844 12,351,829 612902.7% 84,349 82,334 4085.4%

Total MICHIGAN 12,516,922 122,741,615 110,224,693 880.6% 9,914,973 (2,601,949) -20.8%

Total MINNESOTA 7,700,579 158,654,039 150,953,460 1960.3% 34,421,285 26,720,706 347.0%

Total MISSISSIPPI 12,874,865 115,455,528 102,580,663 796.8% 11,004,787 (1,870,078) -14.5%

Total MISSOURI 63,088,104 167,759,467 104,671,364 165.911. 26,565,791 (36,522,313) -57.9%

Total MONTANA 10,501,242 109,783,691 99,282,449 945.4% 53,163,019 42,661,778 406.3%

Total NEBRASKA 5,191,817 92,242,897 87,051,079 1676.7% 28,455,758 23,263,941 448.1%

Total NEVADA 2,833,135 64,349,174 61,516,039 2171.3% 32,674,828 29,841,693 1053.3%

Total NEW HAMPSHIRE 4,843,676 24,017,420 19,173,744 395.911. 1,454,531 (3,389,145) -70.0%



UNIVERSAL SERVICE FUND DATA
COMPARED TO

BENCHMARK COST MODEL
Cost UIl JIg4 Dift'8renc:e %DIfference Ia DitI'erence %DHrerenc:e
OR ANNPAY >$20 Benchm8rk CompanIdTo Compared To >$40 Benchnlllrk Compared To CClnJlNlNdTo
Avg HH*Annuai Cost 1 USF USF HH*AnnuIII Cost Z USF USF

LOOP OM.Y - EXCLUDES SWITCHING
Total NEW JERSEY 937,941 20,562,187 19,624,2-16 2092.~ 429,158 (508,783 -54.2lIlI

Total NEW MEXICO 19,011,555 98,336,558 79,319,003 417.1911 43,m,971 24,760,415 130.2lIlI

Total NEW YORK 13,304,724 262,283,383 248,978,659 1871.4911 11,597,610 (1,707,114 -12.a..

Total NORTH CAROLINA 23,111,223 133,852,804 110,741,581 479.29lt 3,564,592 (19,546,632) -84.K
Total NORTH DAKOTA 3,857,465 67,806,956 63,949,491 1657.8% 26,194,069 22,336,604 579.K

Total OHIO 2,424,465 110,522,114 108,097,650 4458.6911 354,788 (2,069,676 -85.4"
Total OKLAHOMA 24,890,214 114,930,060 90,039,8-16 361.7% 20,378,061 (4,512,153) -18.1"
Total OREGON

,
12,599,167

~-,- ,

89,188,912 ' 7079% 33,943,805 169.4..101,786,079 21,344,638

Total PENNSYLVANIA 1,550,430 116,546,981 114,996,552 7411.1911 3,493,133 1,942,703 1'25.'3%
Total RHODE ISLAND 0 2,764,569 2,764,569 N/A 18,060 18,060 N/A

Total SOUTH CAROLINA 23,469,139 84,291,324 60,822,185 259.2% 3,592,731 (19,876,407) -84.7"
Total SOUTH DAKOTA 3,183,630 74,492,545 71,308,915 2239.9% 27,467,713 24,284,083 762.8"
Total TENNESSEE 3,611,588 112,310,743 108,699,155 3009.7% 3,890,535 278,947 7.7"
Total TEXAS 92,481,547 383,210,065 290,728,518 314.4% 96,683,176 4,201,629 4.5"
Total UTAH 2,544,988 56,230,198 53,685,210 2109.4% 25,693,258 23,148,270 909.6%

Total VERMONT 5,532,218 25,207,833 19,675,615 355.7% 1,211,572 (4,320,646 -78.1%

Total VIRGINIA 3,228,434 96,883,495 93,655,062 2900.9% 2,240,793 (987,640 -30.6"
Total WASHINGTON 22,126,475 97,329,890 75,203,415 339.9% 28,435,035 6,308,560 28.5%

Total WEST VIRGINIA 19,484,323 64,983,438 45,499,115 233.5% 3,509,783 (15,974,540) -82.0%

Total WISCONSIN 7,392,113 133,297,157 125,905,044 1103.29lt 13,018,629 5,626,517 76.1"
Total WYOMING 4,488,400 51,261,441 46,773,042 1042.1% 25,158,956 20,670,558 460.5%

SUBTOTAL 49 STATES 686,063,970 4,858,403,679 4,172,339,709 608.2% 888,027,597 201,963,627 29.4%
Excludes Alaska' Includes DC

TOTAL SUBSET 1 63,873,648 1,949,132,991 1,885,259,342 2951.5% 309,047,037 245,173,389 383.8%

TOTAL SUBSET 2 426,682,765 1,772,898,743 1,346,215,979 315.5% 269,801,698 (156,881,066) -36.8%

TOTAL SUBSET 3 195,507,557 1,010,647,306 815,139,748 416.9% 268,829,227 73,321,670 37.5%

TOTAL ALL SUBSETS 686,063,970 4,732,679,040 4,046,615,070 589.8% 847,677,963 161,613,993 23.64l1J

O .... .IA..... ""401QA



Current USF Distribution vs. Benchmark Cost Model Results
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Current USF Distribution vs. Benchmark Cost Model Results
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COMPARISON OF

SWBT LOOP INVESTMENT PER LINE
TO

SCM LOOP INVESTMENT PER HOUSEHOLD

SCM RESULTS SUMMARIZED TO PROVIDE lOOP INVESTMENT BY SWBT WIRE
CENTER

COMPARED TO SWBT STUDY DATA FOR WIRE CENTER COSTS

RESULTS:
Wire Centers % Wire Centers

BCM DIFF. <= -75% 22 4.3%

-75% < BCM DIFF. • = -50% 199 39.3%

-50% < SCM DIFF. = -25% 194 38.3%

-25% < BCM DIFF. =0% 58 11.5%

0% < SCM DIFF" <= 25% 13 2.6%

25% < SCM DIFF.• =75% 12 2.4%

75% < SCM DlFF. "' = 100% 4 0.8%

100% < BCM DIFF 4 0.8%

MAXIMUM DIFFERENCE

MINIMUM DIFFERENCE

823.4%

-90.1%

SUMMARY:

RESULTS VARY SIGNIFICANTLY FROM WIRE CENTER TO WIRE CENTER

APPLICATION OF SCM WOULD CREATE WINNERS AND LOSERS
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SOUTHWESTERN BELL STUDY DATA
COMPARED TO

BENCHMARK COST MODEL DATA
SWBT IT BCM DIFFERENCE % DIFFERENCE

ClLl CODE LOOP INV / AVG LOOP INV I Compared To Compared To

i==
LINE

i
HH SWBT SWBT

i
(168.43) -34.4% !

(46.99) -11.7%1
(873.92) -30.2% I
(977.03) -37.5% I
(376.33) -22.4% I

(1,179.64) -49.1 %
(609.04) -50.0%

(3,752.45 -70.8%

._"

-8.9%1(293.80)
(596.87) -62.9% !

(242.76)
I

-11.2%1

---
(63.63) -2.6% :

(487.49) -63.1 % I
0

,
-53:3% I(2,074.54)

(795.49) -31.4%
J1,533.28) -37.7%

(410.93) -14.5%
-

(723.70) -61.8%
783.09 22.4%i

(1,142.82) -26.9%

( 11.3 ) -61. °0

(1,021.2m -85.8%
(1,417.00) -30.5%

---'".
(478.83) -17.4%\

--- 50.69 1.5%,
(303.90) -10.2% i

.

-38.1 % I
--

(227.85)
979.39 54.6%'

- (1,532.08) -34.4% I
(438.47) -47.3%

(2,598.78) -36.5%
_J_!JJ?O~?6 I 54.6%

----------1-1 489.78 :__-==321.35 -----
_____ . 2 • __ 400.0Ei ._______ 353.06
_____~- 2,889.69 + .. 2,015.77 1--'

4 ' 2,603.3 i ! 1,626.34'
__________ 51 1,682.59 L____ 1,306.261 ---

6 _1,272.8~,,-----_--1,623~ .. -=3=-=5~0c..::.3'_1+1----2-'-7-'-'.5:....:;%~1
71 3,129.5Fi 2,762.44 (36715) -117%

--===8 2,402.5'; ~---==1,222.90 I -.----

_.__._. 9' 1,218.0 608.97 _
_____ 10, . 5,301.4:,_+-- .] ,549.03

1
.....

------ ~; : ~:~~~:~":~:=llt~l.-- (~·--L-:~~6-=~--=--=:~=-::~'-+)1-----~~-=-~.:...;::·~-'-~=---11

:=:=--= ~~ i 3,~~~:~~+_--===3,~~~ :~~. _------

===_ ~:~ I _;:~~~:~'~T ~:;~~:g~ ==:==
_____ 17 I 772.3'?-{--__._ 284.82. _

~ ~ ~ : - 4,~~~:~tt_-=-==-~~:=:===:J2(~~~:6~~I-----:~:-=-~"-::::~--:-~=--jl
, .__20 ' 3,475.6~r- 3,415.2Q, . __ .~(6=_:0::-:.4~4=)~1 ---:-,-::1-'-'.7~%__=_j1
__ . 21 I 3, 188."j ~+---__ 2,745.88 ('-'4-'-4=2.=2'-',-7+)1

1

' -_1-=-3-:'-.9_'_%~'.

221 l,933·:QT ~2.40" (1 55070) -80 2% i
23. 3,890.(5. 1,815.52

====__ 241 2,537.,,~-------1;74W=====
25 . 4,064. 3 I 2,530.85

== ==== 261 2, 830. j,;K!=:=_ 2,41 9.7Q!=_=_==
__ .-----}kt--- 1,170.:~~_,__ 447.14) _

28, 3,497.31 4,280.89.-_..---m=-'- 4,244.i4-.----37101.62------

:-= -=:= 30 i __~~<37 I = 316.37~====--'-.:::(3-=-0-::-:3.-=-5-=-'1)T-1 -e-4:....:::9-'-:.0:...:-%:-i1
.____ . 31 ,_-.!'61 0:&__~80.68 ~(1~3:..:::0..:.::.3:..::04) -78.'-':1-,:-%::-1

___~__~~~ 1'~;~:;~~ ._(~'--"~"-;;~-:"::~=-:~:-!)-----~--:~'--::::-~=--:-10

_===•. 34[ 2,013.~31_=__ 2,142.oI_:=~~~==: =_12:-'-8_.6::-3-4) 6---:.4,-'-%-;1
_ "_'.. _ 35 1 __ 999~ 388. L!'J~ 6 8 2 Yc

361 1,19077 169.57
1--".---- --.-.--------'-.-.-.,..-.t---.--~-RL- 4,638.29! 3,221.29 i

:-_==_-. ~~i- ;:~~~-.~~r---- ;:~~::;§F-::=
, __~__401 2,972~ ~~68'~_4-_l _

41 . 598,52: 370.67\-.....--..-.--.----- --:;-t------.----r- . ---_. 1%__.-.-lJ93~26 i _ 2, Z72. ~§-'-_
43 4,44E .16 2,916.08.- .------. I .-----. ------1---- --------t- ----
44 92, .62 489.15

r==·-45T-_=.?!J_~tl~551=__ 4,§25'-~Ll_:_~:
! !~ ~,J_~f .:?4_. ~_,~87.60

i
L __ __ ". ..,_.,..+-- ',_.__
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