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Today, John Jackson, Daonne Caldwell and the undersigned, all represe~.Itt"
BellSouth, met with Craig Brown, Katie King, JeffPrisbrey, Bob Loube, BryanClopto~'
Abdel Eqab, Michael Cichello, Adrian Wright, Betti Richetts of the Common Carrier
Bureau's (CCB's) Accounting Policy Division, Jim Eisner and Jim Zolnierek of the
CCB's Industry Analysis Division, Whitey Thayer of the CCB's Accounting Safeguards
Division, Craig Brown and Dick Kwaitkowski of the CCB's Competitive Pricing
Division in connection with the above referenced proceedings. During this meeting,
BellSouth used the attached material to respond to questions from the Common Carrier
Bureau staff regarding inputs to the universal service proxy cost model.

Dear Ms. Salas:

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street. NW, Room 222
Washington, D.C. 20554

EX PARTE

Please call me if you have any questions.

Yours truly,

:::;c
Vice-President - Federal Regulatory

Attachments

CC: Craig Brown Katie King
Bryan Clopton Abdel Eqab
Betti Richards Jim Eisner
Dick Kwaitkowski

JeffPrisbrey
Michael Cichello
Jim Zolnierek

Bob Loube
Adrian Wright
Whitey Thayer
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Request: What level of detail associated with placing items of plant is
maintained by BellSouth? Is the information available by cable
type, size, allocation area, or density zone?

Response: BellSouth only maintains placing information at the Field Reporting
Code (FRC) or plant account level. BelISouth used this plant
account level data to develop in-plant loadings for items of plant.
The data that the Georgetown Consutting Group (GCG) used in
developing their June 12. 1998 response to the FCC corresponds
to the in-plant loadings used by BeIlSouth in both the Unbundled
Network Element (UNE) and Universal Service Fund (USF) studies
filed with the various state commissions.

As GCG explains on page Ex 5-2, the cost per foot of cable not
only includes the material price but also BST labor and
engineering, vendor engineering and installation, exempt materials.
and sales tax. The in-plant loadings were developed to account for
these additional costs. (The in-plant loading converts the material
price to an installed investment.) The data sources used in
determining the in-plant loadings were the 1995 state and local
sales taxes, Resource Tracking Analysis and Planning (RTAP)
System, and Special ReportJFile 542 -1995 Investments.

The HAl model requires input of installed investment that includes
the in-plant loadings. The BCPM Loop Cost Input Table, segments
the installed investment into the following components:

Material Cost - this is the actual cost of the cable itself, as reflected
by the contracts, i.e. the non-exempt material cost. Non-exempt
means that the item of plant is specifically identified in BeIlSouth's
plant records and remains there until retired.
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Supply Cost - this reflects the costs of exempt material. Exempt
material is material that is not uniquely identified in BeliSouth 1s
plant records. These items of plant take on the accounting
characteristics of the plant account to which they are coded. For
example, loop-related exempt material includes items such as:
connectors, cfosures, sleeves, strand, attenuators, interface units,
jumpers, pigtails, cable guards, pedestals, anchors, terminating
connector blocks, station protectors, converters, ground wire,
cross-connect wire, terminals -100 pair and less, fusion splicers,
and spUce cases.

Tax - this component reflects the sales tax rate applicable to the
jurisdiction.

Placing - these costs account for BeItSouth's costs incurred in the
installation of the cable. In the case of aerial plant, placing costs
include running cable lengths between poles. For underground
installation, placing costs are incurred in pulling cable in conduit
systems. Even though BCPM allows buried installation costs to be
entered in the Loop Cost Input Table, BeIiSouth has included these
contractor costs in the BCPM Structure Inputs Table since this
allows further detail by percent activity, by density zone, and by
type of placement.

Splicing - these costs account for the labor required to join two
sections of cable, whether it be by fusion (fiber), mechanical
devices. or by soldering. Additional activities included in splicing
are the time required to locate and open a cable. pumping a
manhole, etc.

Engineering - these costs reflect the labor required in designing a
cable run.



(A) (8) (C) • (A)·(B3) (D) • (C) • 1,000
FlICtOr ...rial SlFoot Unit Coat $11,000 Feet

1 S 0.953 $ 0.953 S 952.50
1.38 $ 1.314 $ 1,314.45

0.04 $ 0.038 $ 38.10
2.32 $ 2.210 $ 2,209.80
0.43 $ 0.410 $ 409.58
0.89 $ 0.848 $ 847.73
6.06 $ 5.772 $ 5,772.16
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Switching equipment and digital loop equipment have additional
costs that are not predominate in cabte costs, i.e. vendor
engineering and vendor installation. The BCPM has incorporated
these costs into the regression equations used to determine
switching investments. Thus, the TELCO factor entered in the
BCPM SW State Defaults Inputs Table only reftects BelISouth labor
and engineering and sales tax. (There is no exempt material
associated with these accounts.)

Attached to this response are the spreadsheets that develop the in­
plant factors for Georgia. The same methodology was used in
each BeliSouth State.

Utilizing data provided to the FCC in BeHSouth's Comments in
Docket 96-45 dated June 1,1998 (Exhibit 1, page 5). the following
example illustrates the impact of these additional costs to BellSouth
in the state of Georgia. To place 1,000 feet of 200 pair 26 gauge
aerial cable BellSouth will incur these costs:

Georgia
28 Gauge
200 Pair Aerial

1
2 Component
3 Material
4 Supply

(Exempt)
5 Tax
6 Placing
7 Splicing
8 Engineering
9 Total
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STATE FRC MATERJAL TELCO PLUG·IN HARDWIRE
FACTOR FACTOR FACTOR FACTOR

GA 157C 1.0740 NlA NJA NlA
GA 257C 1.2101 NlA 1.0116 1.58S6
GA 357C 1.1872 NJA 1.0583 1.7171
GA *COMP 1.22SO N/A 1.0597 1.6379
GA 377C 1.21M 1.0713 MIA N/A
GA 5C 4.0110 3.1214 N1A N/A
GA 6C 1.0000 OOסס.1 N/A N/A
GA 12C 8.8787 4.8210 N1A NlA
GA 22C 6.0580 4.2A8 NlA N/A .
GA 4SC 6~0934 1.8931 N1A N/A
GA 52C 7.1808 6.3348 N1A N/A
GA 85C 1.8843 1.8728 N/A N/A
GA 86C OOסס.1 1.0000 N/A N/A
GA 812C 3.1481 2.7838 N1A N/A
GA 822C 2.109. 1.7897 NlA N/A
GA 845C 4.3055 1.4013 N1A N/A
GA 852C 1.7015 1.7085 NJA N/A

'COMPOSITE OF 257C AND 357C
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1996 INPLANT FACTORS STUDY AIIlK:hmenIIo Quution 1
STATE: GEORGIA P.... 2015

CATEGORY EXPENDITURE TYPE CODE 1995 COST 1995 COST 1995 COST 1995 COST 1995 COST

FRC 157C FRC 257C,F257C FRC 357C,T357C COMPOSITE FRC 377C

1. TELCO LABOR KP·, CQ· $8,223 ",149,945 $809.402 $4,959,347 $1.384.688

2. TElCOENGR KE· $770 $1,915,283 $1.309,224 $3,224,507 $857.797

3 TELCO ENGR PROJECTS CH· $0 $219,905 $266.375 $486,280 $408.638

4. OTHER COSTS 434,451.471,4,48A. 583 T 4. 59E, F. 644, $25.101 $720,873 $635,637 $1,356,510 $l,7G4,456

658, ., T 3. 8M. F. 693. 762 T 9. 77A, 779,

79A,799. 813,188. 977,CY·, PA6

5. VENDOR ENGINEERING 461,2.3,4 $0 $2,840.354 $2,291,105 $5,131,459 $4,226,313

6. VENDOR PLT LABOR 48D.F.H,J,Q.481,484.487 $0 $7.088.148 $5.166,935 $12.255.083 $8,230,833

7. MATERIAL WITH SAlES TAX

A -EXEMPT CQl $0 $0 $0 $0 $0

B - NOH-EXEMPT CJ·, CK1. ABO. 631, 61E, 523 $1.044.156 $80,032,173 $74,048.455 $154,080.628 $97.439,783

8. STATE SAlES TAX CURR MISe lOAOfNGS 0.0400 0.0400 0.0400 00400 00400

9. NON-EX MATERIAL lESS SALES TAX LINE 7B 1(1 + LINE 8) $1.003,. $76.954.013 $71.200,438 $148,154,450 $93,692,099

10. TOTAl SUM OF lNS 1- 7 (A & B) $1,078.257 $98.966.881 $84.527.133 $181.493.814 $114.252.508

(EXCLUDE 48G DROP WIRE -STUDY DEVELOPED SEPARATELY)

11. MATERIAL FACTOR LINE 10 I LINE 9 1.0740 1.2601 1.1872 1.2250 12194

12. TELCO FACTOR LINE 10 I (IN 5 + LN 6 + LN 9) NlA NlA NlA NlA 10763

SOURCE: Capilal dollars from the Resource Tracking and Anlllysis System (RTAP)

Ln II s.- S.... Tax from Tax Oftioe



8elISauIt\ l.-c:omm~. Inc
u""'....s.- "undong

State: Georgia 1996lnplant factors Study
R__IOFCCSWl~aI

JuM2!>.l"
AdIlChrnenlIO a.-. 1

lt1S 1. 1. 1tH ,.. 1...
P... 3a1S

C....ry ~TJ... COlM fRCIe FACie FRC12C FRC22C FRC4IC FRCUC

TlIIco Plant labol KP1-KP8. KPA-KPT. CQ4-C09. COF-COS $1.605.329 $0 $1.244,127 $6.362.083 15,307.306 $189.496

TlIIco EngineeAng KE l-KE8. l<EA-KET 1332,420 $15 $1.129.854 $2.374,181 $2.511,702 145,303

Telco Engineefing Projec:tl CHB-CHG 58,684 $0 $216 $45,420 $62,415 114

Oller CoaII 434.451.41'.474.4M.513,514.5IlE,59f, ($102,884) $0 ($114,896) ($54,332) $204.991 (513,511)
6+f.I5I••,-t13.IM.W.I83.712-1et.77A.
119.78A.799.813.....n .CV1-CV8.PA6

5. v*"'« fnaIrIMring 481.462.483•• $67.837 $0 $325.975 $513.867 $672,940 52.610

8. Vendor .......lIan 410...............480...., ..........7 $215.128 $0 $88,823 $583.126 $8.320.659 $12.640

7. ................
A. • Exempt COl $751.188 $0 $1.286.828 $3.747.209 $1,2••120 $160.910
8. - Non-eIIempt S23.81E,631.A80.CJ1.CJ3-CJ9.CKl $.4,547 $0 $540.110 $2.823.080 $4.000.102 $61.045

8. Slates-. Tu CuffIIftI MIacelIaneouIloadlnp 0.0400 0.0400 0.0400 0.0400 0.0400 0.0400

9. Non-exempt Man leu ..... \aX lJ\ 7B/(1.lJ\') $858.285 $0 $51••817 $2.714.481 $3.&46.828 $58.697

10. Total Sum l..nIl·78 $3.880.848 $15 14.511.337 $18,444.424 $23,440.335 $461.436
(excludel EXTC 48G ConIracted Plant lllbor Drop Wre-doltarllnduded in FRC 248C1541C)

11........FIdor In 10/ln 8 4.0580 OOסס.1 •.61'1 6.0510 60834 1._
12. Telco Fae:tor lo 10 Illn 5 • In 6 .. In 9) 3.1294 OOסס.1 ".8280 4.2581 1.6938 63348

Plant Labor (% oondudor .... pW.ed by gauge)
EA(IIMatI (% inveean.nl by puge)
ContradNendor labclf (% .......... ptaced by gauge)

•• use 45C '" .. lUlTopie

SOURCE: CIpQI doIars from RetOUrce Traddng 8f"Id AnalysiS SySlem (RTAP)
In I State s.. Tax from To 0fIce

FRCIe
0.82886
052139
061504

FRCW·
0.31712
0.25843
029080

FRC12C
0.83185
0.54682
0.54834

FRC22C
0.44338
0.33813
0.37150

FRC4IC
0.38162
0.25843
028090

FRC62C
0.68254
0.54139
055559
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State: Georgia 1996 Inplant Factors Study Altectwnenllo QuNhon ,
Pep."'!>

,... ,... ,... 1... 1116 1111

CMetIcHY Expenditure Type Code fRCI5C fRCIIC FRCI12C FRCIUC fRCI4IC fRCII2C

1. Telco Plant Labor KP1-KP8. KPA-KPT. CQ.t-C09. COF-COS $2.251.037 $0 $305.510 $2.153.869 5735.807 $12.177

2. Telco Engineering KE1·KE•• KEA-KET $470.724 $0 $107.929 $351,800 $263.958 $1.230

3. Telco ElIginMlitlgPr~ CH8-CHG $39.962 $0 $92 $83.943 $21'.188 so

4. OItwColta 434.451.471.474.4IA.5I3.584.59E.59f. $7U58 so ($730) $40.975 $123.326 $286
844.....1~.IIA,_.I83.712-789.77A,
77t.1M.1It••13......77.CY1-eva.PA8

5. Vendof e...,_itlg 481.412.413.484 $183.701 $0 $1.470 $205.630 $141,554 so

6. Vendof InItd...on 4IO.48F.48H.48J.4IQ.481.484.487 $423.045 so $33.825 $456.427 $3.548.897 $0

7. ........... tlIll
A. -~ C01 $792.231 so $117.520 $392.082 $782.967 $4,787
8. -Nan-eHmpt 523.81E.831.ABO.CJ1.CJ3-CJ9.CK1 $5.323.568 so $278.941 $3.581.835 $1,851.861 $28.831

8 State S8IeI Tax ClM'IW1t~ L08dlnga 0.0400 0.0400 0.0400 0.0400 00400 00400

9. Non-eaempl Mal, ......... tlIll Ln 78 I (1 + Ln 8) $5.118.813 so $261.213 53.443.880 $1.780.842 . $27.729

10. Tolal Sum lnI1-78 $9.542.929 so $144.357 $7.281.381 $7.886,565 $47,318
(excludes EXTC 48G Contrected PIent L8bor Drop W1r~.,s included in FRC 248CJ548C)

11 .......... F8ClOI' Ln 101 Ln 8 1.8843 1.0000 3.1481 2.1081 4.3055 1.7065

12. Telco Fec:tor Ln 10 I (Ln 5 + L.n 8 + Ln 9) 1.8726 1.0000 2.7831 1.7897 1.4013 17085

SOURCE: Capbl dolIara from Resource TrKking and Analysla System (RTAP)
Ln 8 StIlte SaIea Tax from Tax CMIc:e
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P.5e1t

'E:GEORGIA
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FILE 542. INVESTMeNTS

PlUG-IN MAll PlUG-4N lNPL

B C
$45.551." 363.715
110.171.'" 315.474

"011.330.175 "12••"'.2"

Pl.UG-IN FTR

o
(CI8)

1.1»1.
1.0513
1.QISI7

fILE 542. INVESTMENTS

HDWR MAll ~ INPL

E F
$27.710.102 $5' .020.4&6

" •.710.117 $33.11098
$42.t71.21' ....102.262

1996 PLuG-IN AN/) HARDWARE IN-PlANT STUOY

PLUG-IN PLUG-IN IN-PLANT HAROIMRE
TOT PIM & HVtoU ,.PlUG-1N ,.HlMfi FACTOR PORTION MATERIAl LEfTOVER FACTOR

G H I J K L FACTOR N 0
(FIE) (8+E) (BIH) (EJHI COlO (KXI) M (M-L) (NI Jl

183Sll $73.348.* 0.82 0.38 1."" 0.8584 t.2101 0.to07 1.....
22923 $75.562._ OIG 020 1....... 0.15'3 1.1172 033St 1.1tT1
1.... $141.102." 0.11 026 1.011' 075117 1.2210 0 ....3 1.1311

lMPOSITE 251C & 351C
.: Use coluIm 0 if it. higher than 1 + Tax Rete (Sein Tax Rate = 4%•. Othefwiae. use 1 + rax Rate because Plug-in Inplace costs indudes materiat costs. transportation. taxes lind prorated portion

of insI8Ied labor ch8rgea, engineef1ng If1d certWt oller costs accumulated duMg the yellt for the invohHld IICCOWlCing Ioc*ion If1d ,ubeccQunt.

:>URCE: File 542, Inveltmenta from FiMnoe. Tu 'aleS from Tax OIice, and MatenlII Fadof from In-PI8nt - cae Study
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Request: Explain how TPls are developed.

Response: Telephone Plant Indices (TPls) are used in cost studies to estimate
the change in future material price and/or installed investment from
one year to a future year. The TPls are price indices that measure
the relative changes in the prices BeItSouth pays for construction of
telephone plant between specific periods of time. A TPI is an
average of prices, or of price relatives at specific points or periods
of time, constructed for a specific purpose. It should be noted that
TPI forecasts are forecasts of installed equipment price changes.
They are not intended to be forecasts of technology changes or
productivity improvements.

Joel Popkin and Company, as BellSouth consultants, assists
BellSouth's Networt< Department with the development of TPls. In
general, the methodology uses econometric techniques to establish
a mathematical relationship between the historical movement in
each of the labor and material components that make up the TPls
and the historical movement in each of the explanatory variables.
The explanatory variables are usually aggregate measures of the
U.S. economy, e.g. price deflators from the national income and
product accounts, the U.S. union wage rate, copper prices, etc.
These econometric techniques provide a systematic, quantifiable
statement of what has happened in the past. Use of these
relationships implicitly makes the assumption that past history will
repeat itself.

Attached to this response, Attachment A, is a non-proprietary
explanation of the development process and the BellSouth
Regional 1997-1999 TPls used in the USF cost studies in
BellSouth's territory, Attachment B. The TPls, themselves, and the
historical data used in their development are not proprietary.
However, forecast information and Joel Popkin's methodology are
proprietary.
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It is recognized that over the life of an investment, inflation causes
ftuctuations in the forward-looking investment amount. The
investment amount should thus be levefized over the time period in
which the study results (the planning period) will be used. The
investment inflation factors (IeveJization factors) are the oumuJative
average of projected inflation rates from the BeIiSouth TPls. The
levetization factor, when multiplied by the base investment results
in a forward-looking investment that is representative of the
planning period. Calculation of the 1997-1999 average levelized
inflation factor is attached with Attachment B.
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..llSoutn R..ion
T.lepbone Plant. Index..

and Foreca.u

1.00 Introduct.ion

1.01 G.n.ral

Th. a.llSouth Re9ion Tel.phone Plant..Indexe. (ISRT'I) (Appendix A)
and alJlTPI For.ca.t. (Appatadix 8) are prlce iad.... which ••••ur.
th. relat.ive chanq.. in th. pric.. lelliouth pay. for the
coftatruct.ion of t.elephone plant. betweenapecitio perloda of ti.e.
Thi. docaant. ha. bean prepared ~ a.lat lelllGut:b ol'9anizationa
ruponaible for planninq, tNclcJet.1nt, eooMa1c _ly.i., capital
recovvy &ftd C~ollen in eR.iMt.ift9 and ca.puin, the co.ta
a••oclat..d with th. con.truction at telephon. plant. r.lative to
ti.e.

1.02 Purpose

'l'he purpo.. at thi. dOCNlleftt i. t.o diacnaaa ba.ic ..tbocloloqy and
a.8\1IIPtion. used in til. 4e".10,...t. ot tM le1acNtb R..,ion
telephone Plant Ind.._ (8...,,1) aDd. • ...,,1 Poz'--..ata .nd to
provide upd.ted h1lrtarical 1nd_ ... tIM GUft'8ft1: view of th.
torecaat. tor 'the aellSoutl'l t.elephone plant. .ccoun1:S.

1.03 Definition and Meanin, of Talepaon. Plant Index

A t.elephon. plant. index (TtI) i. an av-ra,. of prices, or of price
r.lat.iv•• at .pecific poin1:S or periocla ot daa, colUltnc1:ed tor a
.pecitic purpoa.. A pric. r.lat.ive i •• price iD • ,ivan y.ar
divided by a price in a ba.. year. An .vera,. uy be d.tin.d as
on. fiqure that r.pr...nu a qroup of tiqur...

Th. purpose tor which an ind.x nWlbel" i. construct.ed d.tenin.. the
it... to b. inclUded in th••a.pl., and the v.l,bta, or relativ~

importance, to be accorded .ach it.. in the. conatruction of the
inclex number. Thu., 1:1\. in4ex of the Prie.. for cliCJit.&l .witchin9
machin.. would not. be .uitable for the ••••ur..ent of price. for
telephone pol•••

A telephone plant. ind.x numb.r i. not an exact .e••ureaent but an
esti.ate ot chan,e. in pric... Co.t. and ti.e limit.ations prevent
basinq an index on the antir. qroup of it... for wbich an index
number is de.ired. Alao.t. all index nuabers are ba.ed on samples
of it.ems, and so the re.ult.in; fi9ures are .erely estimate. tor the
universe from which the •••ples are drawn. What is necessary is
that the estimates be 900d ones that can be .xplained and defended
for the purpose for which it is constructed.

An index numb.r does not stand by itself but is thouqht of as a
series of index numbers constructed in reference to some base
period, or point of comparison, that appears re9ularly over a lonq
period of time. A telephone plant index number refers specifically
to price movements over a period of time.



It aboUld De not_ tbat TPtf~ ..~... 1;0 _ toreca.'U
ot Pl'iCM c:b&",.. of ..-J, t. !Ilef an IlOC 1n ~ be
f...8ta ot ~~.,. 01' pnact:iylty~U. Por
....la, fatrtel:. . .ion ra1:.. ..,~ tlat revu plee.. ot-.u...ft1: vill ,",,1" the _ level ot urvice at a cb..,.. per
circuit. coat. tbaft ·Mlor.. ft. Ttl, tbCMlfb, i. not clMivned to
_ ...ure that t.ype of chan,.. The 171 only -nr•• the aban,•• in
the pric•• of aquiPlieftt that. ia beinv iMUlled. ,Whil. new
ecruipael\t will be included. in 1:h. inclex a••uc:b equipaant i.
in.talled, the quantity' ot new -.ui,..nt purcba.ed will not. affect
the index; only the pa:'ic:e t:z'and. of 1:ba lp11un: attecn:s ttle 1nclax.
Por "JIIlle, the' ,&"i_ cllff__ one p1_ of· ..u......t.
and a eli.fferent. ,i_ ot .....1......t t:bat npla_ it vill not abow
up a•• ,rice cbaftta 1Ia the 1JIdex. ~, uay pz'1ce abaft,.. 1n
Ofte piee. ot equ1.....1: ••tIl.. 1:.bef ~t r~ titlon,
~~ol09ical c:baftge or leumJ.al _ •• eff vill retlecbld in
tile iftdu. .ve 1:be .....tit:y at of 111 ~. MCVO&"k
vill H ob.erved i. wb_ 1:01:&1 laana an deflated -in9 t:be
TPI.

1.04 Hi.tory

AT'T beqan forec:u1:int ~ ..11 am- .,.1..... Plant Incla (tAe
PZ'.aunor =the c:nIft'eD1: "l~ ...1_ .,.1........ '1_1: INIa) in
1'74. '!be "1:h"'1~ __ at tlla1: tiM .... ~ OOI'Z'Uate
caponanu ot A".'".'. _HI vi••,.. J!l'1-~ ,.11__ by
the fecl..al 9OVUU 1: ...... sill11R1y 1:0 tba ...........
Por...U of th. ...1_ GCN1d tIl_ be ulld. to proxy
pucent. eban".. 18 1:Ile ...,.1 o....1u..

In lat.e 1'7'. Joel Popkin and CiIJIpuy (.DC) .,.,... nvis1ft9 t:be
.e~odolO9Y tbat A".'". wu -1ft9 1:0 f..-. 1:be BftP1. fte reviae4
.e1:bodolon involved aplitt1nt tIM II'fPI tOl' __ ac:c:ount and
auDaccount into 1:VO _in P'....: 1) lUloJ:' aftCl 2) _t.er1als.
Seconclly, econoae1:Z:'10 1:.eaIUl1qu_ were uaecl in·tAe forecastinq
proce.. to utiaa1:e J1:Z'\acrtura1 relat.ionship. between the labor anet
maeerial. coaponenta ot the 88fPI and aqCJJ:..aee aacr08conomic
explanatory variabl...

In 19.7, Joel Popkin aftCl co.p.fty, a. Jelliouth coftllult.anta, betan
a.aisein; in the develop.eat ot the lel1South Refion Telephon.
Plant Index•• and Poreoaa1:a.
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"11'ou~ Retion
Telephone Plant Inde"e.

a.,d 'oreca.ts

2.00 8SRTPI Methodology

2.01 Gen.ral

Joel Popkin and company 'I." the ,eneral .ethodolO9Y it rtrcolUDended
to )."'T to for.cast th. UltTPI. Th. aet:hod u... .conOlietric
technique. to e.tabli8h a "~tical r.la1:iOftllbip betvHn the
hi.torical .ov....,t in each of tb. la.1' and .tuial. coaponents
tbat uke up the 811ft'PI and tb. biatol'ical ..,__t in th.
explanatory variabl... Tbe explanatory variabl.. are usually
atN'Z'..at. • ...ur.. of the U... ......" IIuc:b. a. price deflator.
fzooa th. national incoae and. Pl"oduct aaooun1:., the u.S. union wage
rat., copper price••nd o~er aacroeconomic vari.ble••

What the•• econo.etric techniqu.. provide is a sylJt_tic,
quantifiable .tat-.,t of ¥bat hU baPplftecl in the ,.st. U•• of
tbo.e relationship. Uiplicitly -.at_ tbe a••Q1IPtion th.t hl.tory
will aol'e or le•• I'....t iUelf.... of the t~ it dou.
RowevE, apecial c:LrC\11l8taftC.. can always ariae Wbiob uk. the
future outcoae different froa wbat hlstory would pr.-ecliet.

It i. never expec:1:.ed t:hat tile ....lan.tory variul_ cho.en vill
p..edict perfectly any cOIIII--- of Ue IIIlUI. It 1. very rare
when _tb_tical rela1:.iONdalpa Reb .. 1:be.. stati.tically explain

. even clo.e to 100 ,..o..,t of any VU':Lule'a bi.tor:ical aov_nt,
let a10n. ita future 1IO~'t. ... if tbe relat,ionahipa did
explain the hi.torical lIOYeMIlU vel1, tal... would be no guarant.e
that r.lation.hip. th.1:. exl~ in the p••t would continu. to
.xplain future variation in tile cOliponents. Nor is there a
guarantee that error. would not be ..de in predictin, the
explanatory variable. that are used to for.cast the TPI compon.nts.

Th. r.lationships estimated for the ISRTPI are coaplicated by
another factor. Much of the hi.torical intoraation on which the
BSRTPI r.lation.hip. are ••• con.iat ot precllveatiture AT'T data.
Those data are not only tor a ditf.rent ca.pany but are also tor
the United Stat.. a. a whole, not a specific reqion. Of possibly
qr.at.r iaportance, i. the tact that tho.e data refl.ct a much
ditt.rent structure ot the tel.co~unications industry than exists
today. .

aecause the AT'T historical data are the only TPI data available
for materials, other than aellSou'th's own data, it is nece.sary to
assume that the generalized relationships will continue to hold in
a broad way. Howev.r, it is important to re-estimate the
relationships as new index valu.s are added .ach year. That allows
the data specific to BellSouth to have more and more influence on
the parameters of the relationships as time passes.

'.""-""'~
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2. 02 capital Trend Rate or 1.01\9 'l'U1I Rate

Poreca.t. of the IIll'1'PI are qanerally preparacl '-10 years past the
laat: a=ual 1ndaxu. Por us.. requirinq 10ftCJer projeetions, a
capital trend rate or 10n9 ten rate is al.o calculated. The 10n9
tara rata i. developed by analyzinq the forecasted value. for the
1I08t: diatant five year. of the forac:a.t:inq horilon. In .o.t: c•••• ,
the .octal value (th.t i. the value ob••rved .ost frequently) i •
• elected as the long tera rate. If a clear trend is pre••ftt in the
fiv.-ye.r period, jud..-nt is u.ed to detar..ine if that·trend
should be projected into the futur. or if the aodal rate should be
used. In addition, if there'i. rea.on to beli..,e that 10n9-term
tec:bnol09ical cbange i. occ:urr1n" til. tbat i. al.o considered
when d.tanainin9 the lonq tara rate. Of COUl"ae, th. further into
the futur. the foreca.t appl1•• , til. lU'9er tile forecast error i.
lik.ly to be. Por th. pariocla for WIl1c:b til. lOftCJ tara rate i.
used, _ny unforue. fact:ora could. influuca the actual outeo.e ot
the cost 1ncr......

2.03 Ind.ex•• and W.ights

SOM 1t_ 1n a ....le or within an acooum: u. laUch aOE:e 1aportant
than others, and for tb1a reason it beG tia1 to w.i9ftt
so.. 1t_ aor. heavily t:Ilaft ot:ban 1ft tile conatl:'Uftion of an index
n"eber. A we19bt 1. a m""" 1:ba~ ~1'" tile t.portance of the
it_, and. the variOWl veipa ue4 _ow til. rel.~1ve 1IIpoz:1:ance of
the it_ in the uke-up of tile incIex mntrar. !be veifbt ..y be
thouCJht ot as • _lt1pl1" of 1:Ile ...1_ of tbe 1ha; a heavy we1qht
8pp11ec1 t:o 8 Pr10e relad.ve baa a .... 1afl_ on the index
nnebU than a l1_~ vel9bt: appl1_ to • ",1oe z:relat1ve.. W.iqhts
are _ential. W1t:.tlout tbeir UN an 1acIa could be CS_1nated
larvely by relat:1vely lUlillpor1:aftt: it:_, and nab an index would
not qive a true p1cture of the price cbanqe a. a whole.
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..ll.out!l· ...lon
Telepbone 'lan1: Index..

and 'or...u

3.00 ISR!PIA••uaptiona

3.01 Macroecono.ic Assuaptions

Th. ucroec:onoaic a••uapt1on. undulyin9 th. forecast ar._ a mixture
of .ellSoutll (.ellSo\lt:ft Corporation Ieona.ic ' ..ecast
and Joel Popkin , COIIpaftY (JItC) for....U. fte ..11South forecaat
provided tale r.a1 qro.. dOlle8tic p~ (GDf) ..·..,tion. and the
forecatrt of tba iJIP11cit price d.tlauzo. fte ..11SOU1:h forec.at ot
tbe ftOnr..idential clef1ator vaa ued =~ 1:be forecast of
tale nom:..i4ential acnatur.. def1a=r and tbe ft'ocbacar Price
Inc1_ C"I) for cap1a1 ...-a1.....'t. nc t 1:be union waf.
uel copper prica variable. baaed on BellSout.b growth and inflation
•••uaptions.
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.ellSouth ae,ion
Telephon. Plant Indexe.

and Forecasts

4.00 Conclu.ions

It ia apparent that a aultitude of forecaatin, ..thodolo9i.a are
available that can ..tabliab relationabipa between the aiatorical
aov_ent of the various cOIIPOnenu of the I and th.
corr.spondin; projeC1:ecl future aov_ant of tho coaponents.
Non.thele•• , thi. dOC8ent b.. been pre,..., for the purpo.. of
proviclin9 a con.i.tent and ueeful tool, to refl~ lellSouth
telephone plant price ~and to e.ei.e lelllOUth orlaniaetions
r..ponaible tor plannift4J, "'et1ftfJ, capital recovery and econollic
analyeia of t.l.phon. plant within lellSouth or BellSouth
sub.ieUeri•••

As iaprove••nt. in both data and ..thodolO9Y 1*:011. eveil~ble,

cbanq.. will be ..d. to incorporat. tho.. t.prov...nt. into the
a.llSouth a.9ion T.l.phone Plant Index.. and 'or.c.ata.
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I II
ILABOR

I I I I
CONTRACTI TElCO TElCO JTElCO TElCO ,BUR&UG AERIAL

ENGINEERING COE OSP STATION CONDUIT CABlE CABLE POLES

1994 1 7 3.3 -09 33 53 14 33 26
UM'S 21 ·12 09 -12 63 26 32 31,. S1 31 30 31 36 34 28 21
1887 3.8 3.S 35 35 31 26 33 271. 4.1 3.S 37 35 35 3.1 36 30
UMIt 41 38 37 3.6 35 31 36 30
2000 4.2 38 38 38 36 32 36 32
2001 4.3 41 38 41 3.6 33 37 32
2002 4.3 41 38 4.1 37 34 37 33
2003 43 4.1 38 41 37 34 37 33
2004 4.4 42 311 42 37 34 38 33
2005 4.4 42 40 42 37 3.4 38 33

labor TPls reflect v_-over-v_ differences

LABOR TPls B8USoucn Ieie<:orJlIllunIl. Inc
Urwoletsal Service fundtng Respons.es to FCC Sl8ft QuesltonS 01

J..... 25.1998
A~ B lOa.-aon 2

Page 1 012



BeliSOUIhl~, tnc
Uno_HI s...oce f ........

He.polls•• to fCC 5...o-.on. 01
_n.l_

AI1a<:hn*" B ID Que_ 2
P_2ol2

I 1996 1 I II

iBELLSOUTH I I
ACCOUNT AVERAGE LEVELlIED INFLATION LOADINGi

FOR FORWARD-LOOKING STUDIES
,

I I I
LEVELIZED

I INVEST_NT

TELEPHONE PLANT INDICES (TPI) CUMULATIVE INFLATION FACTORS INFLATION

BELLSOUTH 1997 1998 1999 1997 1998 1999 TOTAL LOADINGS

A B C 0 E F G H
H(A/I00) 1+(81100))(0 1+(C/l00)XE D+E+F Gl3

--------------------------------------------------- ---------------------------- ----------.-------- ----. --- ----------- ------------------- -- --------.----.----. --..--- -----------._- ------------.----- -------.--- --_.--.--- ------ - - ~ ------.----.--

Land 20C 2 2 2 10200 10404 10612 31216 10405

Building 10C 2 2 2 10200 10404 10612 31216 10405

Gen Purpose Computer 530C -12 -10 -8 08800 07920 07286 2.4006 08002

DigbI SwiIch 377C -1 0 2 09900 09900 10098 29898 09966

Circuit-DOS 157C -3 -2 -1 0.9700 0.9506 09411 28617 0.9539

CifaJil-Digital Pair Gain 257C 0 -2 0 1.0000 09800 0.9800 29600 09867

Circuit..Qlher DigilaI 357C -3 -2 -1 09700 0.9506 09411 28617 0.9539

Poles lC 4 4 4 1.1MOO 10816 11249 32465 10822

Aerial Cable-Copper 22C -1 2 3 09900 1.0098 10401 30399 10133

Aerial Cable-Fiber 822C -1 0 1 09900 0.9900 09999 29799 09933

lJndervround CallIe-Copper 5C -2 1 3 0.9100 0.9898 10195 29893 0.9964

lJndervround cable-Fiber 85C,D,F, TSC -2 -1 1 0.9100 0.9702 0.9799 2.9301 0.9767

Buried Cable-Copper 45C 0 3 3 1.0000 10300 10609 30909 10303

Buried C8bIe-Fiber 845C 1 1 2 10100 10201 10405 30706 10235

St8ner1ne CIltIIe-Copper 6C -1 2 2 09900 UI088 10300 30298 10099

Submarine C8bie-Fiber 86C 0 1 2 10000 10100 10302 30402 10134

IntrbIdg Ntwk C8bIe-Copper 52C -2 1 3 09800 0_ 10195 29893 09964

IntrbIdg Ntwk C8bIe-Fiber 852C -1 -1 1 09900 09801 0.9899 29600 09867

Conduil 4C 3 3 2 10300 10609 10821 3.1730 1.0577

SOURCE' TPI from Network - Forecasl Telephone Plant Indexes, Nov 1996 Forecasl of % Cost Change

I I I I
NOTE The levelized Investment lnftation Loadinas factor is aooIied 10 lhe 1996 matenal pnce
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BelfSouth Telecommunications, Inc.
Universal Service Funding
Responses to FCC Staff Questions of
June 25, 1998
Question 3
Page 1 of 1

Request: Are the TPls applied to GCG's digital loop carrier (OLe) inputs?

Response: No, TPls have not been applied. The three-year average
investment inflation fador for OLe is .9887, reflecting a deflation
trend.



BeflSouth Telecommunications, Inc.
Universal Service Funding
Responses to FCC Staff Questions of
June 25, 1998
Question 4
Page 1 of 1

Request: How do density zones impact placement costs?

Response: BellSouth's cable placing contracts are bid on a large geographical
basis covering both dense and non-dense areas. The contractors
are aware of the criteria and bid accordingly. Thus, the placing
cost per foot installed for an activity is identical for each density
zone that the particular contract covers. The inputs BeIlSouth has
submitted to the FCC in the BCPM reflect the average of all master
contracts for the state.

Additionally, the contracts do not differentiate between trenching
and plowing. Thus, the cost of placing buried cable via a trench is
the same as plowing (e.g. the $2.58 below). However, as evident in
the chart below, the per foot cost does differ for boring, pushing
pipe, and cutting and restoring asphalt, concrete, and sod. Even
though the per foot cost to install the cable doesn't differ by density
zone, the percent of time the activity occurs does differ. Thus, the
average placing cost per foot of cable will differ by density zone.

Percent Activity by Density Zone
$JFt-GA 0-5 6-100 101·200 201-650 651-150 850-2550 2SS1·5K Sool·IOK >IOK

~~-
£~.... . -..........."',~
Plow $ 2.56 86% 80% 69% 21% 20% 20% 0% 0% 0%
Rocky Plow $ 2.56 0% 0% 0% 0% 0% 0% 0% 0% 0%
Trench & $ 2.56 10% 11% 11% 30% 20% 20% 5% 5% 3%
Backfill
Rocky Trench $ 2.56 0% 0% 0% 0% 0% 0% 0% 0% 0%
Backhoe Trench $ 2.56 0% 3% 3% 12% 2% 2% 19% 19% 15%
Hand Dig $ 2.56 0% 0% 0% 3% 6% 6% 8% 8% 8%
Trench
Bore Cable $ 13.11 0% 0% 1% 4% 2% 2% 15% 15% 10%
Push Pipe & $16.56 0% 0% 1% 5% 5% 5% 0% 0% 0%
Pull Cable
Cut & Restore $ 6.64 1% 2% 5% 8% 13% 13% 25% 25% 33%
Asphalt
Cut & Restore 1% 2% 4% 7% 12% 12% 20% 20% 28%
Concrete $ 8.36
Cut & Restore $ 4.81 2% 2% 6% 10% 20% 20% 8% 8% 3%
Sod
Average Placing $2.70 $2.80 $3.38 $4.64 $5.15 $5.15 $6.50 $6.50 $6.65
Cost per Foot



BellSouth Telecommunications, Inc.
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June 25, 1998
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Request: Provide a list of the Field Reporting Codes (FRCs).

Response:

CAPITAL ACCOUNTS
FOR INCLUSION IN USF COST STUDIES

Account Field Reporting Code USOAR Account
(FRC)

Land 20C 2111
Motor Vehicle 40C 2112
Special Purpose Vehicles 240C 2114
Garage Work 340C 2115
Other Work 540C 2116
Building 10C, 110C 2121
Furniture 30C 2122
Office Support 430C 2123
General Purpose 530C, 630C 2124
Computers
Switching 3nC 2212
Circuit/OLC 257C.357C 2232
Pole 1C 2411
Aerial Copper 22C.12C 2421
Aerial Fiber 822C.812C 2421
Underground Copper 5C 2422
Underground Fiber 8SC 2422
Buried Copper 4SC 2423
Buried Fiber 845C 2423
Conduit 4C 2441



BeliSouth Telecommunications, Inc.
Universal Service Funding
Responses to FCC Staff Questions of
June 25, 1998
Question 5
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EXPENSE ACCOUNTS
FOR INCLUSION IN USF COST STUDIES

Cost Element Field Reporting USOAR Account
Code (FRC)

Network Support Expense 6110
General Support 6120
COE Switching 377M,377R 6210 •
COE Transmission 257M,357M, 6230 •

257R, 357R
Information OriginatinglTerminating 6310
Poles 1M, 21M, 1R, 6411 *

21R
Aerial Copper Cable 12M, 2M, 22M, 6421.1 *

248M,12R, 2R,
22R,248R

Aerial Fiber Cable 812M,822M, 6421.2 *
812R,822R

Underground Copper Cable 5M,5R 6422.1 *
Underground Fiber Cable 85M,85R 6422.2 •
Buried Copper Cable 45M, 548M, 45R, 6423.1 •

548R
Buried Fiber Cable 845M,845R 6423.2 *
Conduit Investment System 4M,4R 6441 *
Other Property Plant 6510
Network Operations 6530
Marketing 8610
Services 8620
Executive & Pfanning 6710
General & Administrative 6720
Uncollectibles 6790

COE - Central Office Equipment

* Plant Specific Operations - These expense accounts rwlate directly to the capital (investment)
account. For exampte, Pole inv.tment is in account 2411, FRC 1C and Pole expense is in
account 6411, FRCs 1M, 1R, 21M, and 21R.



BeliSouth Telecommunications, Inc.
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Question 6
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Request: What is included in each of the FRCs and the associated expense
accounts?

Response: BeltSouth classifies capital costs and expenses in accordance with
the rules established in the Code of Federal Regulation Part 32 ­
Uniform System of Accounts for Telecommunications Companies.
The telecommunications plant accounts are designed to show the
investment in the company's tangible and intangible plant that has
a service life of more than one year and is a substantial amount.
Direct and indirect costs that are included in these accounts shall
include, but not be limited to:

Labor - includes the wages and expenses of employees directty
engaged in or in direct charge of construction work. It includes
expenses directly related to an employee's wages, e.g. workman's
compensation, payroll taxes, and bene1tts. The FCC staff has
asked for an explanation of the derivation of a particular labor rate
used by GCG during the July 15,1998. Please see BeIfSouth's
response to Question 3 of that set of questions. Also, in
BeltSouth's response to Question 1 to this set of questions, the
cost of placing cable is illustrated.

Engin..ring - includes the portion of wages and expenses of
engineers, draftsmen, inspectors, and their direct supervision
applicable to construction work. As explained in Question 1,
engineering is included as part of the in-plant factors.

"'ria' &Supp'''' - includes the purchase price of material used
at the point of free delivery plus the costs of inspection, loading and
transportation, and an equitable portion of provisioning expense.

Contract Work - includes amounts paid for work performed under
contract or other agreement by other companies; engineering and
supervision applicable to such work; cost incident to the award of
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the contracts; and the inspection of such work. As noted in
Bet/South's reply to Question 4, the contract costs are considered
in the BCPM inputs.

Tax.. - includes taxes property contained in construction costs
before the facilities are completed for service, which taxes are
assessed separately from taxes on operating property or under
construction that pennit separate identification of the amount
chargeable to construction. Sales tax is included in the in-plant
factor and is explained in BettSouth's response to Question 1.

BeIlSouth's response to Question 1 details the magnitude of the
costs contained in the investment for a foot of 200 pair aerial
copper cable (FRC 22C) in Georgia.

The expense accounts are comprised of four major expense
groups - Plant Specific Operations, Plant Nonspecific Operations,
Customer Operations, and Corporate Operations. Expenses
recorded in the Plant Specific and Plant Nonspecific Operations
groups generally reflect costs associated with the various kinds of
equipment identified in the plant asset accounts. Expenses
recorded in the Customer Operations and Corporate Operations
groups reflect the costs of, or are associated with, functions
performed by people irrespective of the organization in which any
particular fundion is performed.

Plant Specific Operations (Accounta 8110-8441) includes:

The costs of inspecting, testing, and reporting on the condition of
telephone plant to determine the need for repairs, replacements.
rearrangements and changes;

Performing routine work to prevent trouble, replacing items of plant
(other than retirements);

Rearranging and changing location of plant;

Inspecting after repairs have been made;


