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I. Executive Summary

On July 13, 1995, the Federal Communications Commission (FCC) issued a Notice of
Proposed Rulemaking (NPRM) “...seeking comments un proposals and policy changes to
improve...assistance mechanisms intended 10 provide funds necessary to promote universally
available service at reasonable rates.” The FCC identified four “primary principles™ which
should be considered in evaluating any proposals for addressing universal service. These
principles provide that a plan should:

1. Be properly targeted so that support is given only to those service providers or users
who need assistance to maintain local service.

2. Promote efficient investment and operatio: .
3. Not impose excessive subsidy costs upon interstate carriers and ratepayers.
4. Notimpose barriers to competitive entry into local telecommunications.

Elsewhere in the NPRM, the FCC states:

o “We tentatively conclude that Census Block Group is an appropriately-sized
geographic area for disaggregating the costs of providing local service...”

o *..we believe a proposal to use proxy factors to determine distribution of the Fund
should receive serious consideration...”

In order that parties commenting in this proceeding may have s common source of data
which utilizes both the concept of the Census Block Groups (CBGs)' and proxy costing,
MCIL, NYNEX, Sprint, and US West (Joint Sponsors) have worked together to develop 2
Benchmark Costing Model (BCM). This model will produce “benchmark™ costs for the
provision of basic telephone service” in each CBG within & state. The purpose of this study
is 1o identify those CBGs in which the cost of providing basic telephone service is 5o high
that some form of explicit high-cost support may be necessary as part of a universal service
soluton. The BCM is intended w provide the Commission, Joint Board, and other interested
parties with information that can be used to evaluate the multiple proposals for the use of
proxy methods set forth in the NPRM, including assessing the application of the proxy
methodology to large companies only.

' A CBG is 2 geographic wnit defined by the Buresu of the Census which conmains approximarety 400
* Basic wlephone service is defined ac voice grade access to the public switched nerwork with the sbility to

place and receive calls, residential one party service, touch tooe, a white directory listing ( not
included), and eccess to direciory assisiance, wmhu-:m,ﬂlﬁa.

Benchmark Cost Model I-l December 1, 1995
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In developing the BCM, the Joint Sponsors have further developed the previouslv-submirted
EE&EE?EEEEEEEo&EH
factors affecting the cost of service. The Joint Sponsors have also anempted to respond to
FCC’s desire to see additional variables which could affect the cost of providing service
such as EHFLEFEEEFE climaze included in the analysis.

?UQAEEEEESEEEE
expenses and overhead loadings associated with basic local service. One set of factors is
based on historical accounting data, while the second is based on an estimate of costs and
overheads using the methodology contained in the MCl/Hatfield study.

On Seprember 12, 1993, the Joint Sponsors submitted a detailed description of the BCM
Model and the results of the model for six states. On November 1, 1995, the Joint Sponsors

made a EEE%EEREEE In this filing the

1. The purpose of the BCM is wo identify areas where cost of service can reasonably be

%ETBEBEE%EE%?EE& of
universal service.

=. The BCM produces a benchmark cost range for a defined set of basic residential

%ggggﬁnﬂﬂﬂﬁtﬁn&ug
of current state-of-the-art loop and switching technology, using the current national
local exchange network topology.

4. The BCM included only residential lines in the analysis, because business line source

data was not m:adily available. However, because the primary purpose of the study is
to identify high cost CBGs, the impact of excluding business lines from the
calculation of the benchmark cost in those CBGs is de minimus.

Benchmark Cost Model 12 December 1, 1995
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The Joint Sponsors have held four workshops to describe the workings of the BCM. and to
provide copies of the coprighted model for use by interested parties.’. These workshops were

heid at the following locations:
September 20, 1995 Washingion, DC

September 22, 1995 Denver, CO
October 12, 1995 Portsmouth NH
November 12, 1995 New Orleans, LA

By making the model publicly available, the Joint Sponsors hope that the Commission, Joint
Board and other interested parties will be able to obtain facts, data, and policy
recommendations which will assist in the timely resolution of the important issues relating 1o
universal service.

3

The Joint et ©o all parties the right t use the BCM and its results. No rigixt is granted to license
or sell the --;m.-t--m:-*rw hlﬂl.w-ypquu:-ut
In additon, except for impus istended 10 be modified by the user, no is pranted 1o modify the BCM., or sy

Benchmark Cost Model I3 December 1, 1995
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II. Summary Model Results
Narrative

The model resuits summarized below show the annual benchmark cost and the aggregate
support at various illustrative price points, and assuming rwo different annual cost factor

Annual benchmark cost: The actual beachmark cost for each CBG in a particular state
multiplied by the sumber of households in each CF G. This monthly total benchmark
each CBG is multiplied by 12 1o yield the annual b mchmark cost for each CBG: all CBG
benchmark costs in 2 state are summed to derive the statewide annual benchmark cost.
Aggregate support: The actual benchmark cost for each CBG is compared to illustrative
price points of $20, $30, and $40. The difference between the benchmark costs for each
EEEEE%EEEEEHEEEE
multiplied by the number of households in that CBG, and annualized. The result is the
aggregate support in excess of the price point(s)

Annual Cost Factors: Enami-_ﬁ_hqﬁxurgﬂgﬁoﬁnﬁn
data and total expense levels of the Tier | LECs utilizing 1994 ARMIS Form 43-01. Annual

Cost Factor # 2 ( 22.97%) is based on the Hatfield/MCT study approach and reflects limited
expense categories and amounts.

Benchme~k Cost Model -1 December |, 1995
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Summary Model Results
National Total (excluding Alaska)
Ansual Cost Appual Cost
Factor #1 Factor #1
Asaus Benchmark Cost 25, 177,893,660 18,402,608.162
Aggregate Support
st S0 8.082.313.345 397TTSTLIYY
st 530 4,916,517 444 2.203,441.910
st 540 3,208,565 1372205121
Average Moathly Cost .04 16.711
*_
Alabama
Asnus| Cost Annual Cost
Factor #1 Factor W2
Annual Beschmark Cost 478,219,936 346,777,956
Aggregate Support
at 520 188,638,903 93,725,107
at 530 112,776,003 38823453
at S40 58,728,461 16,627,173
Average Moathly Cost 26.46 19.19
Arkansas
Anpusl Cost Annusal Cost
Factor #1 Factor w1
Ansusl Beschmark Cost 359,110,029 160,406,212
Aggregsts Support
a1 520 182,192,180 102,449,522
at 530 129,645,111 61,03 344
at S40 M35 35,086,011
Aversge Moathly Cost 33.56 2434
Benchmark Cost Model -2 December 1, 1995
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Arizona
Anoual Cost Anoual Cost
Factor #] Factor w2
Anousl Benchmark Cost 349,926,976 283,74T.18
Aggregate Support
at 520 143,680,081 BS.571.155
at 530 116,567,996 69202984
540 97.611.692 56,135.289
Averzge Moathly Cont 21.26 15.41
e e i
Califo: nia
Annual Cost Annual Cost
Factor 1 Factor #2
Ansusl Beachmark Cost 1252.171.780 1,633,147,153
Aggregstz Support
at 520 399,861,956 175,906,571
st 539 319.697.750 110,424,413
at S49 158,057,533 79.592,793
Average Moathly Cost 18.05 13.09
Colorado
Ansesl Cost Annual Cost
Factor #1 Factor w1
Agssal Beschmark Cost 397,704 153,459,360
Aggregsts Sopport
ot 520 145,584,796 821.500,786
at 30 107,384,348 61,352,402
at 540 84,837,762 48949217
Averags Mouthly Cost 25.90 18.71
— e
Benchmark Cost Model -3 December 1, 1995
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Connecticut
Annsal Cost Anpual Cost
Factor #1 Factor ;2
Ansual Beochmark Con ITT 4814627 201213927
Aggregale Support
2t 520 45297291 9885361
a5 9092319 911,711
at S40 1.560, 21 130.686
Average Moathly Cont 1850 13.6
Washington D.C.
Anuual Cost Annual Cost
Factor 9] Factor #2
Annuoal Beschmark Cost 13429915 24.241.4T7
Aggregsis Sapport
a 520 136284 11299
2t 530 8112 L4185
at 40 3495 1,350
Average Monthly Cost 1L.19 a1l
Delaware
Ansual Cost Ansusl Cost
Factor w1 Factor #2
Ansual Beachmark Cost 65,040,548 47,163,786
Aggregsts Support
at 520 14,434,908 4238120
nt $30 4,293.345 4708
at S40 f ol kg ] 41,326
Average Moathly Caost 2193 15.90
i e ST e T e
Benchmark Cost Model I« December |, 1995
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Florida
Annual Cost Anoual Comt
Factor w] Factor #2
Anoual Beachmark Cost 1.257,649.8%0 911,976,315
Aggregats Support
2t 520 249.450,680 81382867
at $30 7112412 FTI3M524
S0 52420 19978268
Average Moathly Cost 20.40 14.79
Georgia
Ansual Cost Annoual Cost
Factor #] Factor wl
Ansual Beochmark Cost 780,627 398 £66,066,685
Aggregats Support
a1 520 267,714 119.069,714
2t 530 141,619,501 50,891,484
at 540 76,553,603 11,630,212
Average Moathly Cost 17.49 19.93
Hawaii
Annual Cost ’r’ Anaual Cost
Factor ¥ Factor o2
Anpual Benchmark Cost B1.950.248 59,431,470
Aggregatz Support
at 530 12284469 11262366
at 530 14,241,027 7,100,703
at 540 10,163,664 4577087
Average Moathly Cost 19.14 13.58
Benchmark Cost Modsl 1.5 December |, 1995
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Iowa
Ansgual Cost Annual Cost
Factor ¥l Factor w2
Ansual Beschmark Cust 403,637,170 292.694,767
Aggregate Support
st S0 199,546,468 116.562.460
2t 530 150,158,735 297749
st 540 111,343,467 47,148,066
Average Moatkly Cost 3158 22.90
— —_—
Idaho
Ansual Cost Anousl Cost
Factar w1 Factor w1
Apsusl Beachmark Cost 177,550,490 128,751,714
Aggregate Sapport
at 520 103,131,867 63,763.202
at 530 0509121 49.516.409
at 540 69 852,699 40,482,749
Average Moathly Cost 40.94 29.60
Illinois
Asnausal Cost Annsal Cost
Factor w1 Factor #2
Annual Beachmark Cost 1,044,152.034 757,159,794
Aggregsia Sepport
st 520 268441873 126016370
S 156,359 606 68.211,635
a1 540 100477003 31918173
Average Monthly Cost 20.73 15.00
Benchmark Cosr Model /18] December |, 1995
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Indiana
Annual Cost Annual Cost
Factorwl Factor w2
Anngal Beachmark Cost 509 848,562 369.727.7 44
Aggregste Support
at 520 163,189,750 TE217 366
at 530 92552504 27713246
ot 540 L339 413 6.343.097
Average Moathly Cost 05 14.93
Kansas
Ansusl Cost Annual Cost
Factor #1 Factor w2
Annusl Beschmark Cost T41120n 271.284.841
Aggregsie Sappert
ot 520 180378.119 105,488,778
at 30 136217572 73790477
at S40 105,155,722 53,941,480
Average Moathly Comt 13.01 13.94
— B
Kentucky
Asasal Cost Anneal Cost
Factor #] Factor w2
Annual Brachmark Cost 411,412,669 305,584,450
Aggregate Sapport
at 520 167,195,395 82,163,174
=50 15T A58 18,285,108
at 540 44,434,754 6,097,407
Average Mosthly Cont 1545 18.46
e T L e e R R SRR == Pe—
Benchmark Cost Model! -7 December |, 1995
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Louisiana
Ansuesl Cost Annusl Cest
Factor ] Factor w2
Ansual Beachmark Cost 475,500 983 344,866,517
Aggregaic Sapport
st 520 169,784,334 81,494.865
st 536 99.608.332 40.846.170
ot 540 60,337,002 21,400.941
Averey Moathly Cost 1645 19.18
Massachusetts
Asssal Cost Ansusl Comt
Factor #] Factor w2
Ansesl! Benchmark Cost 353,419,526 256,187,033
Aggregats Support
st 520 33687989 11,160,712
at 530 11,869 456 1308502
at 540 356739 621.926
Average Moathly Cost 13,12 .52
Maryland
Ansusl Cost Ansusl Cost
Factor #1 Factor w2
Apausl Beschmark Cost 389,661,614 181,560,487
Aggregete Sappsrt
st 510 64,364,454 19,666,656
at 530 20.299.815 3487514
at 540 5,729,236 850,440
Aversge Mosthly Comt 1856 13.46
Benchmark Cost Model 18 December |, 1995
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Maine
Anaual Cost Anpusl Cost
Factor #1 Factor 07
Annual Benchmark Cost 191360857 138.764.033
Aggregate Sappert
1 520 9151197 46,459,613
1§« ] 46,554,204 21991347
at 540 31.734.9% 11.678.148
Aversge Méathly Con 3424 4.0
Anaual Cost Asaual Cost
Factor w1 Factor #2
Annual Jeachmark Cost 943,057 540 683,851,208
Aggregate Support
at$20 2572190226 108343921
at 530 126.511.5M 41,068.364
at S40 61,266,093 18,759,616
Average Moathly Cont 295 16.64
Minnesota
Ansual Cost Annua' Cost
Factor w1 Factor #2
Annesl Beachmark Cost 551640216 422,497,617
Aggregsts Support
st 520 25105721 138,762,009
st 530 177 340.5T 91,139,188
21 5S40 130923818 60,126,516
Average Mouthly Cost 1946 11
v
Benchmark Cost Moda!
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Missouri
Ansual Cost Annusl Cost
Factor #] Factor 92
Ansusl Beschmark Cost 9001,764 485180122
Aggregsis Sappert
st 520 2TL671.535 147318.862
at 0 116490015 90,000,850
at 540 1 8428260 £3.958.848
Average Moathly Cost 8o 20.61
B i e e o I S
Mississippi
Ansual Cost Anausl Cost
Factor ¥l Factor a2
Anpusl Beschmark Cost 350,124,060 223.890.097
Aggregate Support
at 520 167.296.037 90535873
at 530 112687214 46260187
at S40 68,993,152 20428355
Average Mowthly Cost JLo4 DU
Montana
Ansual Cost Asnaual Cost
Fector #1 Factor w2
Aopeal Beschmark Cost 201,120378 145841011
Aggregete Support
at 520 1375048 8, 712277
at 530 120056278 76,350,402
at 540 106,584,289 66,063,197
Aversge Moathly Cost 545 ».s
Benchmark Cost Modal m-10 December |, 1995
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North Carolina
Annoual Cost Annusl Cost
Factor #] Factor o]
Anpusl Beachmark Cost 12510477 =19
Aggregats Support
st 520 7. TT6.407 107,179,114
at 530 118281404 37 405500
at S$40 43,540,414 T 446,739
Average Monthly Cost 732 19.81
North Dakota
Annual Cost Annual Cost
Factor #] Factor 2
——
Anousl Beschmark Cost 146,812,705 106,460,240
Aggregate Support
at S0 . 300.50 621.169.500
st 50 2a.1n 51.199.145
a1 540 71,977,605 41,956,643
Average Mouthly Cost 50.60 36.69
Nebraska
Anoual Cost Anpusl Cost
Factor ¥l Factor w2
Anpusl Beschmark Cost 264249708 191,618,889
Aggregats Sapport
ot 520 143,806,566 87,092,457
530 113,769,610 64,930,437
st 540 22052, 702 49280510
Average Mosathly Cost M0 26.49
Benchmark Cost Model .11 December |, 1995
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New Hampshire
Ansual Cost Anopal Cont
Facter wl Factor w2
Anngal Beachmark Cost 139,777.010 101358345
Aggregate Support
=t 520 2176 21.416,75%5
st 530 857918 8.246,125
at 540 12,567,163 3306598
Average Moathly Cont mn 205
New Jersey
Asneal Cost Ansnal Cost
Feetor wl Factor w2
e e St e e e & T R i eI sl
Assus! Beschmark Cost LRk 410,070,182
Aggregats Support
=1 520 66,633,260 15.651.652
at 530 1522529 2,035,160
ot 540 . 344810 574061
Average Meathly Cost 16.86 1223
New Mexico
Anausl Cost Anasal Cost
Fector w1 Factor w2
Anosal Benchmark Cost 116,245,135 164,060,131
Aggregata Sappori
nsn 1241213 76,856,659
st 530 101,822,826 62,386,513
=t $40 B7.644,588 52,506,908
Aversge Moathly Cost 3467 1514
Benchmark Cost Mode! 12 December 1, 1995
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Nevada
Ansusl! Cost Aspzual Cost
Factor »] Fscwor w2
Anoual Benchmark Cost 163,603,391 118.664.399
Aggregate Sapport
at 520 I 49,893,909
at £30 66,730,979 42,737.55
at $40 5,764,714 37.566.658
Average Moathiy Cost .17 21.15
New York
Anaur! Cost Assual Cost
'".' Factor w2
“
Assual Benchmark Cost 1.319,7117.516 95698428
Aggregate Support
2520 16220380 107.288.678
31530 123,530,926 34,703,168
%50 54,031,815 11,597,610
Average Monthly Cost 1658 12.02
Ohio
Annusl Cost Ansual Cost
Factor w) Factor v
Aonoal Benchmark Cost 1049913978 761.338.029
Aggregats Support
%50 263,213,990 101837376
81530 115,005,171 28342180
it 45,060,834 225,394
Aversge Monthly Comt 2149 1552
_
Benchmark Cost Model .13 December 1, 1995
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Oklahoma
Anausl Cost Anoual Cost
Ansual Benchmark Cost 385269492 279375541
Aggregate Support
st 520 177,458,956 101,447,067
st 50 129.459,076 63644073
2t 540 2077.5T 39,784,401
Aversge Monthly Cost 16.99 19.28
e e
Oregon
Ansusl Cost Ansual Cost
Factor #] Factor #2
Ansusl Brachmark Cost N840 269,193,768
Aggregats Support
at 520 149,614,005 81401012
sy 105,849,712 57,091,736
arS40 51.237319 44,193,044
Average Monthly Cost 17.99 2029
Pennsylvania
Aassal Cost Assual Cost
Factor w] Factor 12
Ansual Beschmark Cost 1,091,050.041 791,167.567
Aggregsis Support
81 520 168,676,086 101,534,865
g+ 111900283 11,767,054
540 43,619,808 B154254
Average Monthly Cost 1024 1467
R
Benchmark Cost Model 14 December 1, 1995
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Rhode Island
Ansual Cest Ansual Cost
Fector #] Factor w2
Asnual Beschmark Cost MITITE §7.992.434
Aggregsts Sapport
a1 520 9,946,681 2.171.061
at £0 2006640 165.630
ut 540 man 37645
Averuge Monthly Cost 17.67 128
South Carolina
Asssal Cost Ansual Cost
Fuctor #1 Factor m2
Asnsuel Beschrpark Cost 431,266,937 312,730,306
Aggregete Support
st 520 156,997,627 66,996,775
st 530 T S8.911 23,517,038
at $40 3615274 7,626,747
Average Moathly Cost 2885 20.70
South Dakota
Anaual Cast Annusal Cost
Factor #1 Factor m2
Annusl Bescamark Cost 159,230,001 115,464,560
Aggregats Support
st 520 100,918,134 65008292
at 530 83592469 20591673
st 540 TLAFI I 40,271,548
Aversge Moathly Cost L1 W ] .00
e -
Benchmark Cost Modal a-ls December |, 1995
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Tennessee
Angual Cost Anagal Cost
Factor wl Factor v
- Ansual Beschmark Cost 606,503,620 439.802.003
Aggregate Sapport '
st 520 210863038 9985650
st SN 104,688,235 31,546,029
sS40 48862492 9384469
Average Mosthly Cost 2 19.77
Texas
Ansus| Cost Assual Cost
Factor #1 Factor #2
Ansus) Beochmurk Cost 134171976 1330051922
Aggregate Support
at 520 614,793, 92 310.505.220
at 530 407,350,031 208,430,060
at 40 199,254,547 142,862,708
Averzge Moathly Cost 2514 1823
e e o
Utah
Ansua: Cost Assual Cost
Factor Wl Factor 92
Appeal Beschmark Cost 180,531,167 130,910,956
Aggregsis Support
at 50 76,062,728 45312480
st 530 55 800.428 3sa50370
at 540 51749258 31362.068
Average Moathly Cost nn 1031

Benchmark Cost Model l-16 December 1, 1995

H




MFS COMMUNICATIONS COMPANY, INC.

WITNESS DEVINE DIRECT TESTIMONY
-, - EXHIBIT TTD-5°
Page 21 of 40
Virginia
Annual Cost Asausl Cost
Factor w] Facto.- #2
Anpusl Beschmark Cont 546,405,997 396222618
Aggregsts Support
at 530 162,790.330 81,488,401
at 530 96,459 36 26.969.15
at 540 4241254 6777592
Average Moathly Cont 19.85 14,39
Vermont
Annua! Cost Ansual Cost
Factor w1 Factor #2
Anouzl Benchmark Cost 91,034,804 66013273
Aggregate Support
at 20 45,617,584 23,613,979
at 530 18814995 10,607,622
at S40 16,028 642 493,358
Average Moathiy Cost 36.m 26.12
Washington
Annual Cest Annusl Comt
Factor #] Factor 92
Anoesl |benchmark Cont 517310355 375540
Aggregste Sajport
at 510 161,030,897 79,175,608
st 530 99 668494 51,564,769
at $40 T3 4155M 38317516
Averags Mouthly Cost .4 17.02
.
Benchmark Cost Mode! .17 December |, 1995
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Wisconsin
Ansual Cost Ansual Com
Factor ¥l Factor #2
Anaual Beschmark Cost 95.045.512 431493234
Aggregsts Support
at 520 0S4 117.769.157
21530 145460502 61.250.999
at S40 90485173 29.263.954
Average Moathly Cost 27.18 19.71
T
West Vir zinia
Anoual Cost Ansual Cost
Factor #1 Factor #2
Annusl Beschmark Cost 159881902 188,429 851
Aggregats Support
»t 520 113,295,618 53915812
21530 64,003,087 21,365,155
21540 1250 7907421
Aversge Monthly Cost 31.44 2280
Wyoming
Asssal Cost Anseal Cost
Factor #1 Factor #2
Ansusl Beachmerk Cost 97,788,845 70,908,746
Aggregate Support
st 520 61.963.560 40,290,691
ot 530 5367553 33,749,892
st 540 £7281,608 2934,778
Aversge Moathly Cost a4 3491
Benchmark Cost Model [-18 December 1, 1995
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