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Application No. C 2172/ Pl-34

subsi di es have been renoved from HEARI NG
access prices.

The Conm ssion, on its own notion
to seek conment on the establish-
nment and inpl ementation of de-
averaged rates for unbundl ed
network el enents pursuant to the
Rul es of the Federal Communications
Conmi ssi on section 51.507(f). Entered: January 23, 2001
BY THE COVM SSI ON

BACKGROUND

Based upon a deci sion reached by the Supreme Court in AT&T v.
lowa Utilities Board, 119 S.C. 721 (1999), the Federal Conmunications
Commi ssi on
(FCC) ordered each state to geographically
deaver age whol esal e prices for |ocal tel ephone service. See Federal-State
Joi nt Board on
Uni versal Service, CC Docket 96-45,

Ninth Report and Order and Ei ghteenth Order on Reconsideration, FCC
99-306 (rel. Nov. 2, 1999). The Nebraska Public Service Conm ssion
(Commi ssi on) requested and subsequently received two wai vers from
the FCC s deaveraging requirenent officially extending this

Conmi ssion's deadline to February 28, 2001

On Decenber 7, 1999, the Commi ssion opened an investigation in
Docket No. C-2172/Pl-34, to establish and inpl enent deaveraged
rates for unbundl ed network el enents (UNEs) pursuant to the Rul es
of the Federal Communi cations Comm ssion Section 51.507(f). The
Conmi ssi on requested and received comments frominterested parties
on howto conply with the directives of the FCC. Conments in this
docket were filed by Sprint, AT&T, ALLTEL, NI TA and US West, n/k/a
Qnest . A petition of formal intervention was also filed by
Rhyt hns Links, Inc., through its undersigned counsel. On Decenber
20, 2000, the Conmmi ssion held a work session to discuss the
reconmendati ons of the Commi ssion staff. No Comm ssion order has
been entered in this docket subsequent to the filing of comments or
the work session.



In the Decenber 7, 1999, order, the Comm ssion noted that,
"the Conmission is aware that coments received will directly
effect its decision in Docket Nos. C 1415 and C- 1416, commonly
referred to as the cost study dockets."

On March 28, 2000, the Conmi ssion opened C-2256/PI-38 to inter
alia, investigate and seek comment on cost nodels for UNE pricing,
devel op zones to de-average rates on a geographical basis and to
determ ne zones for universal service (USF) paynents. On June 6,
2000, this Conmission released its first proposal of alternatives
| abel ed Initial Nebraska Public Service Comm ssion Proposal wth
respect to Cost Models (lnitial Proposal). On Cctober 31, 2000,

t he Conmi ssion released The Initial Reconmendations of the Nebraska
Publ i c Service Commission with respect to Interimand Permanent
Deaveraging (lnitial Recommendations). Interested parties were
given the opportunity to subnmit comments on the Comm ssion's
actions and a hearing in legislative format was held on Decenber 5,
2000 at 11:00 a.m in the Comm ssion Hearing Room

OPI NI ONS AND FI NDI NGS

A. THE UNBUNDLED LOOP ELEMENT

In their conments, both Qmest and AT&T requested that the
Conmission linmt the scope of geographic deaveraging to the
unbundl ed | oop. According to these parties, the unbundled | oop
el ement represents a significant portion of the total cost of the
unbundl ed network el ements necessary to provide service. Likew se,
t he unbundl ed | oop costs vary between geographi c areas based on
| oop di stances and density in conparison to switching costs, for
exanpl e, which vary nore significantly by the switch vendor. (See
Quest Comments filed Novenber 21, 2000, at 17, n. 22.) The
Conmi ssion agrees with the parties that the el ement which nost
significantly varies by geographic |ocation is the unbundl ed | oop
el enent .

As section 51.507(f) provides, state conm ssions are to
establ i sh deaveraged rates to reflect the geographic cost
di fferences. The Conmi ssion believes that addressing the unbundl ed
| oop elenent alone is sufficient at this tine to conply with the
pl ai n | anguage and underlying intent of section 51.507(f). Therefore,
the present tine, the
Conmmi ssion will concentrate only on
deaveragi ng | oop costs. Notw thstanding that, should it becone in
the public interest to do so, the Conmi ssion may wi sh to exani ne
deaveragi ng the costs of other UNEs in a separate proceeding.

B. THE MERG NG OF DOCKETS

The Conmission initially comrenced C 2256/PI-38 in the hopes
of utilizing one cost nodel to take care of a nunber tasks at once.
Therefore, the bulk of the issues in Docket No. C-2256 (issues 1 -
3) are the sane as those issues the Conmi ssion began to address in
our deaveraged UNE investigati on Docket No. C-2172/Pl-34. Sone of
t hese issues need be addressed at a different pace; therefore, the

for



Conmi ssion believes that the tasks outlined in Docket No.

C- 2256/ Pl - 38 shoul d be separated out. W find it appropriate, at
this time, to nerge issues 1 - 3 and the findings relative thereon
into Docket No. C-2172/P1-34. The coments filed in both dockets
will remain pertinent to our consideration in the merged docket.

I nasmuch as our decision in this docket nay resolve sone of the
issues in Qnest's cost Docket No. C- 1415, specifically, determ ning UNE | oop
rates, this

Conmmi ssion will consider the testinony,

briefs and exhibits and any other relevant evidence filed in that
docket to aid us in this decision.

C. STAFF RECOMVENDATI ONS

On January 9, 2001, we entered an order adopting the Conmission staff's
proposal to
create deaveraged zones based on wire
center costs. In that order, we also directed the staff to rel ease for
coment its
reconmendati ons on how to inplenent our
decision to create deaveraged zones based on wire center costs. In
conpliance with this directive, the staff has subnitted the
attached recomendati ons for conment and Conmi ssi on consi deration

I nasmuch as we expect to make a deci sion on deaveraged UNE
loop pricing within the exanmi nation of this docket, the Comm ssion
further seeks coment on the Conm ssion staff suggestion that any
deci sion on loop pricing be dispositive of the sanme issue in Docket
No. C-1415. To that extent, the Conm ssion proposes closing Docket No. C
1415 solely as it
relates to the exanination and a
determ nati on of |oop prices.

Interested parties will also be given an opportunity to
comment on the attached staff recommendations. Al conments on
these natters nust be received on or before February 2, 2001. For
the ease of administration, only those parties filing comrents
herein will be pernitted to participate at the hearing which shal
be set for February 22, 2001 at 10:00 a.m in the Conmi ssion
Heari ng Room Lincoln, Nebraska.

ORDER

I T 1S THEREFORE ORDERED by the Nebraska Public Service Comni ssion that
t he
scope of geographic deaveraging be Iimted to the
unbundl ed | oop el enent as described herein

IT IS FURTHER ORDERED that the issues |abeled (1) through (3)
i n Conmi ssion Docket No. G- 2256/PI-38 shall be nerged into Docket
No. C-2172/PI - 34.

IT IS FURTHER ORDERED that the attached staff recommendations
be, and they are hereby nmade a part of the record herein and subject to
comment by all parties
interested in this matter



IT 1S FURTHER ORDERED that all interested parties are invited
to comment on the issues, concerns and recommendati ons they have on
the staff reconmendations including the proposal that a UNE | oop
decision in this docket be dispositive of docket C- 1415 relative to
| oop costs. Comments shall be received on or before February 2,
2001, at 5:00 p.m Parties comenting shall file five hard copies
and one electronic copy on disk in WrdPerfect 5.0 or later format.
Filings will not be accepted via facsimle

IT 1S FURTHER ORDERED t hat participation at the February 22,
2001, hearing will be limted to those parties who file coments by
t he February 2, 2001, deadline.

IT 1S FURTHER ORDERED that a hearing shall be held on the
above- capti oned matter on February 22, 2001 at 10:00 a.m, in the
Conmi ssi on Heari ng Room at Lincoln.

MADE AND ENTERED in Lincoln, Nebraska, this 23rd day of
January, 2001.

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COW SSI ONERS CONCURRI NG

Chai r man

ATTEST:

Executive Director

Staff's Reconmendations to Conpl ete the Deaveragi ng Task Usi ng Zones Based on
Wre Center
Cost s

On January 9, 2000 the Nebraska Public Service Comi ssion (Commi ssion)
ordered the use of the entire wire center approach to determ ne UNE price
zones for
t el econmuni cations carriers in Nebraska. The Comm ssion asked its staff to
make
recomendati ons regarding a process that could be used to inplenment this
order. The
staff believes the process for creating UNE zone prices has two distinct
parts. The first
part is selecting a general nethodology for creating wire center-based UNE
price zones.
| mpl enenti ng a met hodol ogy, however, requires cost nodels, input data sets,
zone

definitions and other factors. Hence, the second part of the deaveraging
process requires

selecting the factors that will be used to inplenent the methodol ogy. The
gener al

nmet hodol ogy and the issues related to its inplenentation are described bel ow.

GENERAL METHODOLOGY



The general methodol ogy for pricing UNEs is relatively straightforward
and is
applied to one carrier at a tine. However, the same methodol ogy can and
shoul d be
applied to all carriers.

Initially a cost nodel is used to calculate the average direct |oop cost
for each of a
carrier's wire centers. Then statistical analysis is conbined with market
realities to place
wWire centers into zones. For a particular carrier there may be three or nore
UNE price
zones. Each zone may contain as few as one wire center or as many as thirty
or nore wire
centers. Zone one contains wire centers with the densest popul ations, or
| owest | oop
costs. Zone two contains wire centers with | ess dense popul ati ons and hi gher
| oop costs,
and so on.

The next step is to calculate the average direct |oop cost in zone one.
Thi s average
cost is calculated as the total cost of providing service to all lines in
zone one divided by
the total number of lines in that zone. The zone one average direct |oop
cost becones the
price for an unbundled | oop in zone one.

The staff has a reasonabl e degree of confidence that the cost nodels it
revi ewed
in the universal service docket do an adequate job of cal cul ating average
| oop costs in wire
centers with dense popul ati ons. However, the staff questions whether any of
t he cost
nodel s reasonably cal cul ate the cost of providing service in Nebraska's nore
rural wire
centers. The cost nodels are forward | ooki ng and designed to provide
advanced servi ces.
Copper loops are restricted to 12 thousand feet or less. This is not
reflective of actual plant
in rural exchanges. Therefore, we reconmend setting the prices in zones two
and three
relative to the zone one price. As a starting point, we propose capping the
zone two price
at two tines the price in zone one. W propose capping the zone three price
at four tines
the price in zone one. O course the caps do not have to be linmted to two
and four tinmes
the zone one price. Oher caps could be adopted instead.

| MPLEMENTATI ON | SSUES

| mpl enenting the previously described nethodol ogy requires naking
choices with
regards to cost nodels, input data sets, zone definitions and other factors.
The issues
related to those choices are outlined bel ow



Choi ce of Cost Mbdel

A cost nodel is needed to calculate the direct |oop costs within each
wire center.
The Conmi ssion has before it four nodels to use in deternining costs. They
are HAl,
HCPM BCPM and ICM In its universal service cost docket (C 1633) the
Conmi ssi on
carefully considered the HAIl and BCPM nodels. |In that docket the Comm ssion
reconmended to the FCC a nodel for use in calculating federal universa
service support.
The Conmi ssion chose to recommend t he BCPM nodel rather than HAI because the
Conmmission felt that it was "nore prudent to select a platformthat we are
confident wll
ensure a quality network in high cost areas of our state" (Order in
Application No. C 1633,
April 27, 1998, p. 3.).

The FCC ultimately devel oped its own nodel, the HCPM for federa
uni ver sal
service calculations. HCPMcontains its own customer |ocation and plant
design al gorithm
It anmends the plant design results to the reporting nodul es of the HAl nodel
to generate
its final output. HCPM produces copious output and it is possible to use
HCPM to cal cul ate
direct loop costs by wire center. However, this Conm ssion has never
formally revi ewed
HCPM  The Conmi ssion has never held hearings or requested comments on the
appropriateness of the HCPM for either universal service or UNE pricing
pur poses. The
FCC has never reconmended the HCPM for cal cul ati ng UNE pri ces.

Qnest has put forth its ICM nodel for consideration as well. Although a
docket is
open (C 1415) which includes the proposal to use ICMto calculate costs, the
Commi ssi on

has not conpleted a thorough review of the |CM nbdel. Nor has the Conmi ssion
hel d

heari ngs or requested comrents on the appropriateness of the I1CMfor UNE
pricing

purposes. |In addition, ICMis applicable to Quest al one and cannot now be
used to

determ ne zone prices for conpanies other than Qaest. This defeats the
Conmi ssion's
desire to devise a methodol ogy that can be used for all carriers.

Table 1 shows the average direct | oop cost for Qamest's zone one using
each of the
avai l abl e cost nodels. (The classification of Qvest's wire centers into
zones is shown in
Appendi x 1.) BCPM 3.1 reflects the cost generated using BCPMwith its
initial input data
set. The NE BCPMis the sane nodel with its inputs nodified to reflect nore
cl osely costs



i n Nebraska. HAlI generates the | owest average |oop cost in zone one. |CM
estimates the

hi ghest cost per | oop.

Table 1

Average Cost per Line in Qwest's Zone One

Cenerated by Different Mdels

HAI BCPM 3.1 NE BCPM HCPM ICM
$10.03 $13.30 $13.54 $18.36 $25.55

The Conmi ssion has al ready extensively reviewed the BCPM nodel for
f eder al
uni versal service purposes. In densely popul ated areas, BCPM s pl ant
assunptions
reasonably mirror actual investnent patterns. Therefore, the staff
reconmends that at this
time, BCPM be used to calculate |oop costs for UNE deaveragi ng.

The staff realizes that there is sone question as to the legality of
usi ng a forward-I| ooki ng
cost nodel to determine UNE prices. However, that |egal issue has not been
resolved. |In the future, we may have access to nodels that use enbedded
networks wth
forward-1ooking cost factors. Qher costing nethodol ogi es and nodel s may
becone
avail able as well. After a thorough review process, it may prove that
anot her nodel or
nmet hod does a nore accurate job of estinating costs for Nebraska carriers.
For now,
however, we are satisfied with the reliability of BCPMin cal cul ati ng urban
| oop costs.

| nputs

The BCPM npdel was first submitted to the Conmm ssion for consideration
during
t he Conmi ssion's review of the appropriate nodel to use in deternining
f ederal universal
service support. Wth federal universal service as its purpose, BCPM was
initially
popul ated with an input data set reflecting average national costs. Nationa
figures were
used for cable and placenent costs, capital costs, depreciation rates and
sal vage val ues.
Ext ensi ve hearings and workshops were held, in part, to discuss the
appropri at eness of
those inputs. Utinmately the Comm ssion recomended that the FCC adopt BCPM
version
3.1 with nost of the initial inputs. However, the Comm ssion recomended
substituting
new capital costs, depreciation rates and sal vage values into that data set.
For clarity, we



call this the adjusted national data set.

Subsequent to the Conmi ssion's recomendation to the FCC of BCPM with
t he
adj usted national data set, Qwmest reconmended a different input data set to
be used for
applications specific to Nebraska. According to Qaest, this new, Nebraska
specific data
set is nmore reflective of Nebraska costs. Sone of its fiber and copper cable
costs are
hi gher than in the adjusted national data set. Ohers are lower. Facilities
shari ng
percentages tend to be higher in the data set reflecting Nebraska costs than
in the
adj usted national data set. Many inputs, however, are identical in both data
sets.

The Conmission's preferred capital costs, depreciation rates and sal vage
val ues
can be substituted into Qwest's Nebraska specific data set as well. This
creates a third
data set that is nobst reflective of costs in Nebraska. For clarity, we cal
this the adjusted
Nebr aska data set.

Qur own analysis indicates that UNE | oop costs generated by using BCPM s
initial
i nput data set are nearly identical to results generated using the adjusted
Nebr aska data
set. The average cost for all Qwmest wire centers excludi ng exchanges that are
to be sold
in the near future is $20.31 using the initial data set and $20.19 using the
adj ust ed
Nebraska data set. Table 1 above shows that the two data sets produce very
simlar
average |l oop costs for Qrnest's zone one as wel .

G ven that the two data sets have nmany conmon val ues, produce very
simlar
results and that the adjusted Nebraska data set nore accurately reflects
cable costs in
Nebraska, we recomend using the adjusted Nebraska data set, which includes
t he
i ndi cated changes in capital costs, depreciation rates and sal vage val ues.

For mi ng Zones

A starting point for formng zones is statistical cluster analysis.
Cluster analysis
collects wire centers into groups based on simlarities in their |oop costs.
However ,
cluster analysis ignores narket factors that go beyond | oop costs.
Consi derations such as
wire centers that are contiguous and vi ewed by tel econmuni cati ons conpani es
and
customers as parts of the sane geographic area woul d be ignored by cluster
anal ysis, as



woul d | ocal calling areas and EAS considerations. Therefore, it seens nobst
reasonabl e

that the staff should work with industry participants to create zones that
are neani ngf ul

froma market as well as statistical point of view The result may be that
wire centers with

significantly different costs are averaged together due to the basic service
of f ered.

However, the staff feels this is a market reality that cannot be ignored.

Nunber of Zones

The FCC s rules call for the formation of at |east three UNE price
zones. However ,
the FCC s rules do not preclude Nebraska fromcreating nore than three zones.
Nor do
t hey preclude the Commi ssion fromcreating different nunbers of zones for
di fferent
carriers. The actual nunber of zones that the Comm ssion adopts for each
carrier wll
ultinmately depend on the results of the cost nodel as well as market
realities discussed
earlier.

Resul ting Zone Prices

Tabl e 2 shows zone prices for Quwest that are derived fromour initia
recomendati ons. Each zone includes the wire centers shown in Appendix 1
The price
for an unbundl ed loop in zone one is $13.54. The prices in zones tw and
three are
$27.08 and $54. 16, respectively.

TABLE 2
Qwest Zone Prices

Zone Price

1 $13.54
2 $27.08
3 $54.16

Tabl e 3 shows UNE zone prices that have been set in other states. O
the states
that use only three UNE zones, Nebraska woul d have the | owest price for zone
one by
41 cents. However, Nebraska's zone one price is well above the base rate
zone prices
for Washington and M nnesota. Nebraska's prices in zones two and three would
be
near the highest of all other states.



TABLE 3
Deaveraged UNE Prices in Other Qwest States

Price in Price in Price in Price in Price in

State Base Zone Zone 1 Zone 2 Zone 3 Zone 4

Washington $7.50 $13.89 $15.73 $17.78 $24.18
Minnesota $8.81 $12.33 $14.48 $21.91 ---

Oregon --- $13.95 $25.20 $55.21 ---

Utah --- $14.41 $17.47 $24.14 ---

lowa --- $16.04 $19.08 $32.25 ---

North Dakota --- $16.41 $27.66 $62.22 ---

South Dakota --- $17.01 $18.54 $24.37 ---

New Mexico --- $17.75 $20.30 $26.23 ---

Average $15.93 $21.38 $37.40

O her Consi derations

We have described a process for deternining deaveraged UNE | oop rates
t hat can
work on a carrier-by-carrier basis. The staff believes that this nethodol ogy
will work in an
unbi ased and nondi scrimnatory nanner. The staff also believes that this is
t he best
process to adopt given the cost information currently available to the
Conmmi ssion. |If new
i nformati on beconmes available in the future, the Comri ssion may revisit
mechani sns for
setting deaveraged loop rates. In this regard, the staff recommends that UNE
zone
creation and pricing should be open to periodic review, perhaps every two or
t hree years,
and that prices should be recal culated nore frequently if significant nunbers
of exchanges
are sol d.

In docket G- 1385 (August 1997), the Conm ssion approved the arbitrated



i nterconnecti on agreenment between Qrnest and AT&T. This agreenment was
subsequent |y

adopted by other CLECs as well. The agreement set a company-wi de

i nterconnecti on

price and called for true-ups if the Conm ssion approved a subsequent
conpany-w de

i nterconnection price that was different fromthe price initially agreed
upon. The whol e

system of true-ups was prem sed on the Commission's ability to set and alter
conpany-w de

average interconnection prices.

The process of creating UNE | oop rates is fundanmentally different from
setting a
conpany-w de i nterconnection price. The staff believes that this profound
change nakes
proposed deaveraged | oop rates inconparable to a conpany-w de interconnection
rate.

In essence, once deaveragi ng occurs, there will be no conpany-w de average
| oop rate
to conpare against. Therefore, truing up makes little sense. It is the

staff's opinion that

once deaveraged UNE | oop rates are adopted, there should not be a true-up
against old

conpany-w de i nterconnecti on agreenment prices.

RECOVIVENDATI ONS

The staff recommends that the Conm ssion:

Adopt the BCPM nodel using adjusted Nebraska inputs
to calculate loop costs in
each wire center.

Use cluster analysis as a starting point to devel op both
t he nunmber of zones and
the wire centers enconpassed within each zone. However, the Comi ssion
shoul d also work with carriers to nake adjustments for EAS, |ocal calling
ar eas,
and ot her considerations.

Determ ne the nunber and content of zones on a
carrier-by-carrier basis.

Use the cost-nodel -deterni ned average | oop cost for
zone one as the unbundl ed
| oop price in zone one.

Set the unbundl ed | oop prices in zones two and three at
no nore than two and four
times the calculated price in zone one.

Forgo truing up deaveraged zone prices to the previous
conmpany-w de aver age
i nt erconnection price.



NAME
Omabha Douglas
Omaha 135th St
Omaha 90th St
Omaha 84th St
Omaha Fort St
Omaha lzard St
Omaha 156 St
Omaha Bellevue
Omabha O St
Omaha Fowler St
Omaha 78th St
Dakota City-So Sioux
City
Fremont
Grand Island
Norfolk
Elkhorn-Waterloo
North Platte
Valley
Gretna

Springfield
Bennington
Wood River
Cairo
Homer

Wayne
Ogallala

Holdrege
Lexington

CLLI
OMAHNENW
OMAHNECE
OMAHNE90
OMAHNES84
OMAHNEFO
OMAHNEIZ
OMAHNEHA
OMAHNEBE
OMAHNEOS
OMAHNEFW
OMAHNE78

SSCYNENW
FRMTNENW
GDISNENW
NRFLNENW
ELKHNENW
NPLTNENW
VLLYNENW
GRETNENW

SPFDNENW
BGTNNECO
WDRVNENW
CAIRNENW
HOMRNENW

WAYNNEUW
OGLLNENW

HLDGNENW
LXTNNENW

APPENDIX 1
UNE ZONE CLASSIFICATION SCHEME

UNE
ZONE

P PR R R R R R R R R

N e

N e

N DN

NAME

Sidney
Lyons
Chadron
Oakland
Gothenburg
Broken Bow
Clarkson
Wakefield

Loup City
Pender

Elm Creek
Laurel
Elwood
Alliance
Fullerton
Big Springs
Axtell
Bridgeport

Crawford-
Whitney

Harrison

Ainsworth
Atlanta
Atkinson
Emerson
Farwell

Humphrey-
Creston

Howells

CLLI
SDNYNENW
LYNSNENW
CHDRNENW
OKLDNEUW
GTBGNENW
BRKBNENW
CKSNNEUW
WKFDNENW

LPCYNENW
PNDRNEUW

EMCKNENW
LARLNENW

ELWDNENW
ALNCNENW
FUTNNENW
BGSPNENW
AXTLNENW

BRPTNENW

CRFRNENW
HRSNNENW

ANWONENW
ATLNNENW
ATSNNENW
EMSNNENW
FRWLNENW

HMPHNENW
HWLSNENW

UNE
ZONE

N NN N DNDNDNDNDN

w w

W W W w w w w w

Sale
Sale
Sale
Sale
Sale

Sale
Sale



Mc Cook MCCKNENW 2 O Neill ONELNENW
Schuyler SCHLNENW 2 Oxford OXFRNENW
St Paul STPLNENW 2 Pilger PLGRNENW
Minden MINDNENW 2 Randolph RNDHNENW
West Point WSPNNENW 2 Silver Creek SLCKNENW
Tekamah TKMHNENW 2 St Libory STLBNENW
Central City CNCYNENW 2 Valentine VLNTNENW
APPENDI X 2

Calculating Direct Monthly Loop Costs by Wre Center Usi ng BCPM

1) Process the nodel at grid |evel.

2) Wite grid detail to file.

3) Create new spreadsheet.

4) Popul ate spreadsheet with grid data. Result is colum of Annual

I nvestnent |tens
by grid.

Data

Column

Company
3

Clli

Total Lines
12

Total DLC/DS1 Electronic Investment
23

Aerial Copper Cable Investment
25

Underground Copper Cable Investment
26

Sale
Sale
Sale
Sale
Sale
Sale
Sale



Buried Copper Cable Investment
27

Aerial Fiber Cable Investment
28

Underground Fiber Cable Investment
29

Buried Fiber Cable Investment
30

Pole Line Investment
31

Conduit Investment
32

5) Apply respective Annual Cost Factor to each Annual Investnent |tem by
grid. Result
is colums of item zed Annual Direct Expenses by grid.

6) Sum across Annual Direct Expense Itens for each grid. Result is colum of
Tot al
Annual Direct Expenses by grid.

7) Divide Total Annual Direct Expenses by total lines in grid and by 12.
Result is
colum of Mnthly Loop Cost by grid.

8) Aggregate grid Monthly Loop Cost and total Lines Served into respective
wire
centers.

9) At this point, the worksheet can be sorted by Monthly Loop Cost by wire
center.
A) Mnthly Loop Cost by wire center

B) Total Lines by wire center
10) Wre Centers are then classified into zones based on Monthly Loop Cost

and by
mar ket pl ace consi derations such as EAS
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