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IntroductionIntroduction

Alexicon Telecommunications Consulting 
provides management consulting services to 
approximately two dozen independent local 
exchange carriers serving rural areas.

Alexicon’s clients include privately-owned, 
co-operatives, and tribal companies in ten 
states and represent communities ranging 
from 250 to 40,000 access lines.  

Alexicon advises its clients on rate-of-return 
(RoR) regulation, universal service funding, 
intercarrier compensation, and 
interconnection issues among other services.
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GoalsGoals

Modernize universal service fund and 
intercarrier compensation mechanisms;

Create incentive-based USF for small RoR 
carriers to deploy broadband;

Modernize USF rules to advance IP 
technology;

Provide efficiency within the USF system; 
and

Accomplish these goals in a manner 
consistent with current ratemaking and 
Universal Service Funding algorithms.
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The Alexicon Plan The Alexicon Plan 
for USF/ICC Reformfor USF/ICC Reform

Guiding Principles:

USF should support the causes of the higher cost 
of the deployment and provision of universal 
services – loop costs; central office and field 
equipment; and bandwidth access.

Explicit funds should provide specific, predictable 
and sufficient support to preserve and advance 
universal services.

Proposed Support:

The Broadband High Cost Loop Fund
Middle Mile Support
Local Switching Support (reformed)
Interstate Common Line Support (includes 
Intercarrier Compensation Reform)
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The Alexicon Plan The Alexicon Plan 
for USF/ICC Reform for USF/ICC Reform (continued)(continued)

Proposal is a Comprehensive Solution 

Provides funds for rural carriers, non-rural carriers 
serving rural areas, and CETCs

� High cost universal service funds should support the costs 
of high cost carriers

Provides funds in a technology neutral manner

� CETC’s can qualify

� All ETCs should have the same responsibilities and 
requirements

Efficiently leverages current broadband networks, 
information, mechanisms, and rules.
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The Broadband High Cost Loop FundThe Broadband High Cost Loop Fund

Current HCL algorithm is driven by 
investment in Category 1 Exchange C&WF 
and Cat 4.13 Subscriber Circuit Equipment.

Proposal:Proposal: Include broadband equipment 
categories in a broadband-based high cost 
loop algorithm.

Category 4.11 Wideband Exchange Line Circuit 
Equipment allocated to the Interstate jurisdiction

Category 4.22 Interexchange Circuit Equipment 
Used for Wideband Services allocated to the 
Interstate jurisdiction

Category 2 Wideband and Exchange Trunk Cable 
and Wire Facilities allocated to the Interstate 
jurisdiction.
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The Broadband High Cost Loop FundThe Broadband High Cost Loop Fund
(continued)(continued)

Current separations and record-keeping rules 
do not have to be modified.

Equipment Categories are defined in 47 CFR 
36.126(b)(1)(i); 36.126(b)(2)(ii); 36.152(a)(2) 

and 36.155.

Required Continuing Property Records (CPRs) 
kept by carriers contain this data.

Support for broadband equipment currently 
recovered via interstate special access rates 
is quantified and removed to avoid “double 
recovery”.
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Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm --
DevelopmentDevelopment

Reproduced the 2010 SACPL and HCL 
support calculation for every rate-of-return 
carrier in the U.S. using NECA’s national 
database and current algorithm.

Revised the algorithm to include broadband 
equipment categories Cat 2 CWF, Cat 4.11 
COE, and Cat 4.22 COE.

Estimated broadband equipment category 
amounts for each company by applying data 
and category relationships from the 2010 
NECA Tariff Review Plan.
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Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm ––
Development (cont’d)Development (cont’d)

© Alexicon, Inc. - 2011

TOTAL TPIS Total Circuit Total CWF

DL160_ACCT_2001 DL240_ACCT_2230 DL255_ACCT_2410

COE 4.11 -

Wideband 

Exchange Line 

Circuit 

Equipment - 

Interstate

COE 4.22 - 

Interexchange 

Wideband 

Circuit - 

Interstate

CAT 2.00 AVG 

CWF - Interstate

SUM OF RURAL AREAS: 68,002,152,353   14,975,354,692   37,098,078,868  

NECA TRP DETAIL : 24,951,283,000   4,977,202,000     14,066,458,000  689,130,000 16,967,000   369,755,000 

36.7% 33.2% 37.9% 13.8457% 0.3409% 2.6286%
% of Total Circuit 

(DL240)

% of Total Circuit 

(DL240)

% of Total CWF 

(DL255)

Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm --
CalculationCalculation

Calculated Study Area Broadband Cost per Loop 
(SABCL) for each cost settlement carrier based 
on the estimated broadband investments.

Calculated separate National Average 
Broadband Cost per Loop (NABCL) for non-rural 
and rural rate-of-return carriers using the 
estimates described.

Calculated Annual Broadband HCL Support for 
each cost settlement carrier using the estimates 
described.

Calculated the support amounts attributed to 
broadband equipment to be removed from 
special access ratemaking for each carrier (the 
Broadband Recovery Adjustment).
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Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm ––
Calculation NotesCalculation Notes

The following current conditions are 
maintained in the calculation:

Corporate Operations Expense limitation 
calculation

65% / 75% recovery thresholds for study areas 
reporting fewer than  200,000 access lines 

Average Schedule Company results were 
estimated as follows:

3% of Nationwide Broadband Unseparated Costs

2.64% of Total Rural Company Annual Broadband 
High Cost Loop Support
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Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm ––
Calculation Notes Calculation Notes (continued)(continued)

Broadband HCL is calculated without Section 
54.305 “parent trap” rule support limitations.

Acquired exchanges receive 100% support.

The Alexicon Broadband HCL Model can 
adjust the effective NABCL in order to 
account for a capped fund.

Same type of adjustment as is currently made to 
the HCL fund due to the frozen $240 NACPL for 
rural carriers.

CETC data in the model is identical support 
data, because actual cost data was not 
available.
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Alexicon Broadband HCL Algorithm Alexicon Broadband HCL Algorithm ––
ResultsResults

© Alexicon, Inc. - 2011

Combined Non-rural & Rural Co’s 2010 Actual HCL 

Data

Broadband HCL 

(est.)

Unseparated Revenue Requirement $25,906,588,559 $28,099,084,241 
Cost per Loop $423.15 $459.00 

Rural Companies 2010 Actual HCL 

Data

Broadband HCL 

(est.)

Unseparated Revenue Requirement $7,954,573,961 $8,556,817,350 
Cost per Loop $505.37 $543.76 
Capped Cost per Loop $458.36 $543.76 
Total Annual HCL Support $912,645,750 $815,924,701 

Middle Mile SupportMiddle Mile Support

“Middle Mile” connects the last mile broadband 
provider to a node on the Internet backbone.  

The cost to obtain Internet bandwidth access is one of 
the largest barriers to reasonable and affordable 
consumer broadband rates in rural areas.  

Proposal 1:Proposal 1: Accumulate cost data for bandwidth 
access, develop an average or threshold cost, and 
fund costs in excess of the threshold in a manner 
similar to the Broadband High Cost Loop Fund.

Proposal 2:Proposal 2: Include middle mile cost as a part 32 
transmission cost (acct 6232) which would allow the 
recovery of costs through the Broadband HCL Fund 
and ratemaking.
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Local Switching SupportLocal Switching Support

Phasing out LSS entirely is counter-intuitive 
to the Commission’s initial intent for this 
funding mechanism, which was “to help small 
telephone companies that lack economies of 
scale.”

Proposal:Proposal: Ratchet down the DEM weighting 
threshold from the current levels.

<5,000 lines = weighted DEM of 3; 

5,000 to 10,000 lines = weighted DEM of 2.5;

10,000 to 15,000 lines = weighted DEM of 2; and 

> 15,000 lines receives minimal or residually-
based funding from LSS
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Interstate Common Line Support Interstate Common Line Support 
& ICC Reform& ICC Reform

ICLS helps to offset interstate access 
charges 

designed to permit each rate-of-return carrier to 
recover its common line revenue requirement, 

while ensuring that subscriber line charges (SLC) 
remain affordable.

ICLS recognizes that a portion of the 
common line is used for interstate purposes.

Due to broadband, the interstate portion of 
common line usage will only increase.
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Interstate Common Line Support Interstate Common Line Support 
& ICC Reform & ICC Reform (continued)(continued)

Interstate Common Line Support is the 
obvious mechanism for recovery of other 
access rate amounts shifted due to 
Intercarrier Compensation reform.

Proposal: Proposal: Modify the current MAG shift 
adjustment to move traffic sensitive switched 
access revenue requirement to the common 
line element.

All other aspects of the ICLS should remain 
the same.
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Intercarrier Compensation Reform Intercarrier Compensation Reform --
NotesNotes

Alexicon’s treatment can capture the 
following proposed reforms:

ICC Reform Revenue Offset 

ICC Reform Shift to ICLS

� Target access rate; or

� All or a portion of switched access rates moved to ICLS

Broadband HCL Recovery Adjustment

Corporate Operations Expense Cap for ICLS
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Comparison of ResultsComparison of Results

© Alexicon, Inc. - 2011

NOTES: 

(1) Comparisons do not include the proposed 
corporate operations expense cap on ICLS, 
SNA and LSS as no specific formula has 
been suggested or adopted.

(2) Common Line Revenue Requirement has 
been presented for comparison as opposed 
to ICLS because of the proposals to increase 
Subscriber Line Charges.

(3) Middle Mile Support has been proposed 
however the data needed to calculate 
support is not yet available, so no amount 

has been included.

Comparison of Results Comparison of Results 
Company Example 1Company Example 1

© Alexicon, Inc. - 2011

Summary Operating Data:

Approximately 350 access lines in a single 
exchange

100% FTTH broadband connections

Legacy Plan
Alexicon 

Broadband Plan
Difference

High Cost Loop 656,098$         629,734$         (26,364)$         

Safety Net Additive (1) -$                  -$                  -$                 

Common Line Revenue Reqmnt (2) 345,533$         497,689$         152,156$        

Local Switching Support (1) 102,180$         102,180$         -$                 

Middle Mile Support (3) -$                  

Interstate Switched Access 153,019$         861$                  (152,158)$       

Interstate Special Access 832$                 832$                  -$                 

Total 1,257,662$     1,231,296$      (26,366)$         
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Comparison of Results Comparison of Results 
Company Example 2Company Example 2
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Summary Operating Data:

Approximately 4,800 access lines in three 
exchanges

~ 40% have FTTH broadband connections, 
the remainder DSL copper lines

Legacy Plan
Alexicon 

Broadband Plan
Difference

High Cost Loop 370,397$         741,121$         370,724$        

Safety Net Additive (1) -$                  -$                  -$                 

Common Line Revenue Reqmnt (2) 1,391,159$     2,999,543$      1,608,385$     

Local Switching Support (1) 583,896$         583,896$         -$                 

Middle Mile Support (3) -$                  

Interstate Switched Access 1,614,222$     5,835$              (1,608,387)$   

Interstate Special Access 1,098,570$     914,699$         (183,871)$       

Total 5,058,244$     5,245,095$      186,851$        

Comparison of Results Comparison of Results 
Company Example 3Company Example 3
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Summary Operating Data:

Approximately 33,000 access lines in six 
exchanges

About 75% have FTTH broadband 
connections, the remainder DSL copper lines

Legacy Plan
Alexicon 

Broadband Plan
Difference

High Cost Loop 17,152,875$   15,013,478$   (2,139,398)$   

Safety Net Additive (1) 980,700$         980,700$         -$                 

Common Line Revenue Reqmnt (2) 13,206,681$   13,673,341$   466,660$        

Local Switching Support (1) 180,336$         -$                  (180,336)$       

Middle Mile Support (3) -$                  

Interstate Switched Access 535,076$         68,414$            (466,662)$       

Interstate Special Access 792,103$         623,497$         (168,606)$       

Total 32,847,772$   30,359,430$   (2,488,342)$   
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Questions?






























