Hatfield 2.2.2 and BCM2

¢ Both models design similar networks, using similar
engineering design
¢ BCM2 estimates significantly higher loop costs than
Hatfield
¢ Some inputs are the same - or BCM2 is lower
- Input values for materials and placement
- Differences in treatment of expenses
¢ For some inputs, BCM2 is significantly higher
- Fill Factors

- Differences in distribution plant engineering
- BCM2 fails to recognize sharing of structure costs



Materials Cost

Distribution Cable Cost - Default Values

BCM2 H222
Cable Size u/g aerial u/g aerial

3600 $ 2220 $ 219019% 6375 $ 63.75
3000 $ 1880 $ 1850|$ 5325 $ 53.25
2400 $ 1430 $ 1410|$ 4275 $ 4275
1800 $ 1244 $ 1224|8$ 3225 $ 3225
1200 $ 1068 $ 1000]|% 2175 $ 21.75
900 $ 782 $ 751|%$ 1650 $ 16.50
600 $ 713 $ 7051% 1125 $ 1125
400 $ 462 $ 456\|%$ 775 $ 175
200 $ 236 $§ 233|$% 425 $§ 425
100 $ 127 $§ 126|%$ 250 $ 250

50 $ 068 $ 067|% 163 $ 163

25 $ 037 $ 036)1% 119 $ 1.19

18 $ 032 $ 0.31 n/a n/a

12 $ 028 $ 0.28 n/a n/a




Placement Cost - BCM

¢ Calculations are done outside of BCM2 (are not
user-accessible)

¢ In 650-850 density zone, cost ranges from
$6.13/1t. to $14.51/ft. depending on terrain factors

¢ “Normal” values for plowing and trenching range
from $0.70/ft. to $2.23/t.



Placement Costs - Hatfield

¢ Calculations done within the model with all inputs
variable

¢ In 650-850 density zone, cost ranges from
$3.00/1t. to $25.00/ft depending on installation
type (buried, underground)

¢ 20% distance penalty imposed (affecting both
materials and placement cost) where terrain is
difficult for placement



Fill Factors

Cable Fill Factors - Default Values

BCM2 H2.2.2
Density Feeder Distribution | Feeder Distribution

0 0.75 0.40 0.65 0.50

5 0.80 0.45 0.75 0.55

200 0.80 0.55 0.80 0.60

650 0.85 0.65 0.80 0.65

850 0.85 0.75 0.80 0.70
2550 0.85 0.80 0.80 0.75




‘Sharing of OSP structure

¢ BCM2 assumes that all structure costs are
attributable to telephony

¢ In the real world, poles, trenches, and

conduit are shared between telephony,
CATYV, and electric

¢ Hatfield attributes 1/3 of structure costs to
telephony (user-adjustable variable)



Effect of structure sharing

¢ Hatfield runs for Michigan, all inputs set to
“default” values, except structure

05 5-2(1) 2(1)650650—850850-2550 2550+
3% structure totedephony  $74.14 061 $102
100% structure totelephony $85.93 $2970 $1512 $1245 $ 14.04 $1ﬁ79
%increase 159% 1B7™% 81% 106% R3I% 604%




Treatment of Expenses - BCM2

¢ BCM2 uses both investment factors and per-line
embedded expenses

_ Investment factors

» 3 separate factors for cable & wire, switching, circuit
equipment

» includes return on investment, taxes, plant-specific and non-
specific expenses, depreciation & amortization

— Per-line expenses

» customer operations, corporate operations, other
depreciation/amortization

» Total amount is $11.12 per line per month



Treatment of Expenses - H2

¢ Hatfield uses investment factors, per-line
expenses, and incremental cost information

- Investment factors used for plant-specific and non-
specific expenses, general support

- Per-line expense for network operations, adjusted
downward by 30%

- Incremental cost for billing and bill inquiry, switch
operating expenses

- All UNE costs factored up by 10% to cover corporate
operations



Treatment of Expenses

¢ BCM2 expense methodology assumes that
all embedded expenses for customer
operations, corporation operations are
forward-looking and efficient

¢ BCM2 expenses are developed on a
nationwide basis -- do not reflect regional
differences in operating costs
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Important Differences

+ Hatfield produces both universal service and UNE
costs, BCM is only a universal service model

o Hatfield is more flexible -- many more inputs can
be changed, including separate specification of
depreciation and cost of capital inputs

¢ Hatfield uses state-specific data for calculation of
expenses, BCM2 uses nationwide averages

¢ BCM2 does not model interoffice network,
signaling -- Hatfield does in great detail




Conformance with FCC Order

¢ Hatfield 2.2.2 fully complies with FCC definition
of TELRIC

- “Scorched node” approach

- Forward-looking network
- Based on total demand

¢ Requirement to include contribution to common
cost is accomodated in Hatfield overhead factor



Future Direction

¢ Business and residence line counts by ZIP+4
codes, reassignment of wire centers

¢ Additional network elements (e.g., ISDN, T-1
loops, wire center interconnection/¢ollocation)
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m HM allows for adequate buffer spare
m “Growth” spare is the responsibility of the
growth lines, not current lines
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> Appear to be de minimis

» Likely captured in the 10% allocation

- If more exist, they should be identific
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