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and‘QQmpleb;ng;ayproxyﬁcoptuphudyfiﬁatherUniVeréa1+serViceiJ.30 N6
proceeding. --The: proxy cost:study,r:together with the: gatherihgofio
information' regarding:(1) -what: revenues should offsebt;any! p'btgnt:\iai
subsjdies, and..(2): the:calculation of:a reference:>ori: benchmark!price
fornbasipEgexyicgigyillwbgtusedntOEimplamedt>puraUhivétsaleservlcé7
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This second interim decision allows the Commission' to1god
forward with building the necessary framework for developing a
proxy cost study in this prdceéding. The proxy cost study will be
‘ugqﬁztggdetggminejthe costpgfjbasic)serv1ceathroughout{;hefstatefso

aldelimtal
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are adopted. This is necessitated by the
Ao nian interxelationshipcof cigsues (oUoh A8 lcsSIu AUl JHT 4507344
studies with other Commission proceedings, o
the overall scheduling:6f rétheriprocédedingsp datds-ofod
o:and (our .intent to ‘openfall :markets to rovintt ofiti aol toll
(2e91 ‘Ngqmpetitién byﬂJaanty%1ﬁv1997naoJﬁbnnM o1 kW ylguo
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ﬁ@f\;ggzggalr{geipt of (_the opening. ‘comfients, itheoitopiieovil
¢ \LAﬁﬁmHi'g ‘on may issue an:interimf{idecisidhcini noijoM awd
taeer | pregarding iwhere cost studies ifor! tha' pu¥Yposs oD o3 baen
of determining high cost GSA will be .£03E [[fd yldusuea
addressed, and the' format of those .. . .. . . . . __.
studies.”
Such a decision is needédigo(thatiwé!'cdh¥iifely implement a program
of universal service in an era of local eéxchange competition.
Interested parties had the opportunity to state in théiy:
opening: comment s, Whether :eVidentiary. hearings a¥e meeded to resolve
any of the,issues associated{ with 'the!proposed:riules and: Whathdr:s
other. issues:pertaining to! universdl: service needi to! be dddiesgedq
Seven: of ; the; parties ‘who:filedropening tommentst stated: thatisnrolit
evidentiary, heaArings: mays be’ required fo¥: three>différent: catégoriss
of . issues st The  firstr category includes’ isbues' pertaining to*the 1l
cost;of basic:service;» ahd how large> the> subsidies’should baiiv Tl
second categorys of -igsies :involves «rate: deaveraging: and priting of-
basic service. The third category pertains to the isbie dfiniozroY
recovery of stranded investment as a result of the introdiuttion'of!
- CQmpetitibnxb“tﬁQ ailr awolle coloissh wittnint bronan alfd?
— f opaigofoveb 1ol Htcuensnyl yiseaansn ail) paiblivd d3bw basviol
o4 [(iw ybule Jzoo wxosg ofT  .pnibsonoiq aid) ni vbula Jaon yxoig
o~ 1sjAlthoughi weluser:thes term: ¥costabtudigsny) whatdwerar& txying teo
formulate are the, approximate costs of, the bﬁ‘s%.?i.:?PJJ’é,g%wE ow Joidd
N ?
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compohent ¥ 22 A% wb  ¥ellgnized 1n b, 95207-050" at page 4 ese
studies may:vary somewhatd fiom!actuallcosts 2AA. worés ateurate tetin!
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that reflects what we arebtrying to ascertain ii a proxy cost (fi

study, and not a company,by,company cost. analysis; ,To, do specific -
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WHOTY B The ‘1.8“8.1.19)Q,f-,"ﬂ,tran_tigdrinv,es.tment:-:i's thei subject: oft auaei
geveral; applications: foryehearing;of D.95-07+050\1n) =i yhirle Jaoo
i With regard to theiissues;of,rate, deaveraging:and: theaisan
pricing.ofibagio. services, currentiregulatory!prograiis: havertalsyy '
required telephone; companies to:chargesa singlei"averaged™ rate ~ir
within their, service,territory.isThis>has: resulted in:différentr1is
rate.structures; among: the:various: LECs and, the territéries that
they.sexrvesa xrtcwizd bits ceosnod a=qd o) nt Bofbosd sd &opani ybuie
iae SoWerryecognize.that. rate:deayeraging>williimpactithe;sizerd
of the fund.that-is neceggsaryito. provide basiciservice in high>cost
areas. However, theiissues;surrounding:ratésdeaveragingy thefs:{iow
pricing of basic¢sgervices,iand;xevenue.xebalancing:should,beimolob
addressed in:the context of-the overglliincentiverbased regulatory:
frameyork-instead;ofsin,sthis proceeding; i1Accordinglyjsthose-issued
should;be,examined; in; connection withiPhasei2:of ttheisecond siodtiv
triennial-inyestigationsinto,the, incentive-baged:reguldtoryols ot
framework proceeding;;i11.95505:047. piriboososg anivieaz fnavavinn odd
baqoiIf-xates are:allowedstoibe, deaveraged‘: inithe-~future;dthis
proceeding may have to readjust the subsidy for high cost areas:iind
recognition of.therate realignments. jCoordination-between the two
dings will-beinegdeds s » vattnonibai ots = (Yhuie Jaon yuorq
.zn-vo-ccAs far as-issues.related . tosthe cost:studieésjdthissodnuov
decision ;gets:forth thesformat and:parametexs;of thersproky:cesty 5w
study, sand-a.schedulesof sworkshops toiaddress the:details-ofdthé sl
proxy;gost model,,andsto allow:usito.determiné whether:contesdtedsny
igsyes exist yand.whetherievidentiary hearingldatésiare needed.izsl
Preliminary:Issues-phnu oxou sd Jauws sysdi (badgebn af Lodden tsidiis
(.eThere-are severaloprelimipary:issues.thatoneedato be sioum
addregsed go;thatptheqrespopdents;to thisiproceeding-have an idea
as tg;how the-proxy costistudyawilliaffegtuthem.oThe-firdt isduedw
ig,where the.proxygost gtudy=issuesiwillbe -addressedsonTheysedond
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issue is whethér:this decision: to! requive devklopiizht df'a proxy
cost study is tantamdunt- td A deterininationt thattthésvoltehex riove:
mechanism: hasibeen chosen' oveY> the’ auctidh méchanism 4s" the
preferred- funding:mechanism’ for: the> high costiaraas® 6f: the statel 1
The third issue>is’hot the requirément of a3 proxy’ ¢ot? studyr wil1rs
affect thel srall ‘and’ midesizéd: local ‘exchangecarvlers. cfold nhdyiw
i1 e In(DI95¢07-050,we préposed! that universaleaervice? tont
study issues be handled in the Open Access and Network Architectuteé
Developmént1:(OANAD) { proceeding;r R1934:04-003Jandi1; 932042002, and
solicited comments>on>thid subject.cipuring>thea BAmas Eimaul od2 20
workshops were-being heldsin>the1OANAD proceeding! . 1tvwas! .z2soun
determinéd’ in>theOANAD® wérkshops’ thatithertotalogervicd lanyg vanid
increméntal- costd (TSLRIC)nsthdyibeingltindertakén>in® OANAD 2adldrndt
beuséd- forithef puiposer df detdrmining vhiversaloserviesisibaidies?
without significantimodificdtidng: (S&4-DI95212:0167aEspagaizgijoie
Thereforer‘thé”deVelopméntvbfﬂthe?préiyﬁébét"médélf"llﬂfe&aiﬁ“iﬁY
the universal service proceeding.- V' Howéver;- thigrdoaa nét pracludéel
inithisiproteedingithe>usesoficosdto items” ﬁhat ity bé devéloped in
OANAD; =15 J2oo fdohd 1ol yvhiadr. ody Jouibeor o3 oved yEs pibaesnoiqg
«:{3 asThe dextiissuerthit weladdresssis whHetherlby réqaiiring’ar
proxy cost study, we are indicating a predisposition!/ts 08ingra o
voucher..méchanisin:instead of Jantauctionimechanism: In D195-07-050,
we proposed>that{a Voucher:mechanism be usddsté provide?snbsidiéanis
in highlcostiareas-of thevstate; andithat- ‘afn”atétion fmeghanismibé iz
used-when:there iaré~notéarriers -willing!to aidartakéoths d3ppidyr6f
last.reBort lCOLR)Jobligétioﬁ.Y1Hé3récégﬂ12ed} chowevér, Ith5€ baforé
either method is adopted, there must be some under8tandingsafrhbwid
much it césts>toiprdvidersérvicaini (D195L07=050 atrpageids.)
sabi e WesYeseilesmakingiddyojudgmehtcinzthid?’qdéeisdion &azearhbs
whether theivoudHer.or:iduétidArméLhanibmishdild BEOsYosend ¥87tHe 25
preferredfmethodeof~admidi5 aguanbhsidiéda EQCh;ghOéosEﬂaréééfﬁoYf‘
if some combination of the two mechanisms should be used, such as
conducting an auction but allowing customers to choose a provider
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with a:voucher] Rega‘rdless ‘0f - tHet mechanism . that’ We> éVentuall'y‘ qorf
 adopt, the proxy cost study will provide us with the cost fabom
information:that:iig' nécessary: to> btart’ up an Fdministrative
prdcedure :£oY providing subsidies: tomhigh tbst "akreas. [onlos Jonllor
~o yAonHith regard torhow 'the ,broxy‘."t:dshf;;wdy! willtaffeot: the
small! and mid-+sized LECs,’ we> cohbluded’ in: D195¥07+0501 that> the' ol
intent ‘Behind Publioc:Utflities» ¢dde :§-709.5(a)” wagitof open>all 2071
telecomhunidations Markets: to competitioh no 1hter! than' Jahusry 145
1997.ihiThis deteyminatioh was mhds!by -the' Legislaturs whetd itienifo
passed! AB! 3606t i{Statutes! 19943 Chaptexri1260) blucda lebeny yxotq ol
The smalli.LECs> tbmiiented’ that: thelvouoher: mechanisnt andto
the: proxys cost; study :shouldidnly: be>inplemented foll thellarge and
possibly, the! mid-sized LECe)t andfthati anyrspbeol’ fiot prébposal fors the
smalli LECs: shouldiawait>the > resolution:of>the)small LECs! geheraliq
rate> cagsés oY notibeuimplémented atialli =ift ap ovise bluoda DIMA2T
(.£./I is our:beliefithat! a proxy> tost study 'shouldrbe’divisa’
developéd: forrall: of: California,band not> just»forthe té¥ritories
of GTEB:California ‘Incorpbrated (GTEQ)itand:Pacific! Bell!(Pacific)yea
I1f the: proxy. costimodel? can accommodaterdiffétent’ gebi_‘;raphié’?aﬁ'd?ﬂf!
cost (faators that® are>representativé of thésentire>statejfthenls os
proky .costsy for: the>éntire» state ¢an besdeveloped ‘alltat> thes samedo
time. JTo :indlude’ the>Eé¥vice> territories: 6f: tHaVsiMallhahdimig2inia
sized LRCs in\'this: proxy: €dst. study Bhould notiresultoinran undoers
burden+.considéring: the> numberiof: a&cess Lihes» that thevsmallzand/12
mid-sized ‘LECs> sefve> statewide’. rIf thé!smallrand:mid>$ized LECsTd)d
not believe that:theiproky:costsmodeliwilll adequately: veflectb theiy
costs,1.We will, allo themithe optioh 6f~1i)fbposiﬁg)anfélternatlve
proxy, cost: modeli2 ((See>D: 95307505051 Appi3 A, ProposédlRule &lAls52)3
The  Methodology, for:'the Proxy/Cost Study:v 1o yiitlidianog odl 2€Qf
sonocgiug ‘Intorderi torinitiatel thet FereatibnyandtdeielopmentIofoasil)
proxy; gost study,2dt is. necesdaryjtdsesdtablish? a1framework> fxom 26¥
 whichuinterested parties cai>build.losuch avftrameworkswillsenableso
us to structurejthe developmentiofithe proky:costsmodelodndito)oerd
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hopefully,.speed: up.the design and! modeling 'of.ithe proxy..cost: ifiiw
model. 136 o datw 2u sbavorg fliw yhuis Juon yxowa odt | dqobs
-+ A8, discussed ,ear}ier,: the, proxy.cost: model::shoulqd ;closely

reflect actual costs .ﬂ,t.thdqftzghavingp to dévelop falliof the :coet,,:dat:;i
necessary; for: cost; studies, of,; each dndividual LEG.:r The proxy cost
- model. should: be: yepresentative.ofi.the, cost factors: thatrallnthe ¢
LECs encounter,on:a:daily basis..:These costyfactors: inolude,rbubsi
are pot:limited: to,the £ollowing:,terxrain,spopulation .denaity,ofol
climate: characteristias,: 1oop -length; and .technology. b In@ddition,
the proxy model should be,;able,to:account: foritheydiffering Kinds -
of- service. areas; encountaredithroughout:the:state.sx»a =ufr

fas opts N PL96:07:-050, we' discussedithie possibilityi of, using thes
cost; studies;being: developed; in; OANAD, for ridentifying: thet cost .ofq
providing basic serviceifor,universal,service: purposes: andi.thab:
TSLRIC should serve as the meéasure ofjcosts; for;providing: basia:i1s1
service: to,residential custopmers; r (Seé)proposéd Rule' 6.A.3.)

snti01iThe costs-being developed ih:OANAD turned out, to; hava,sof
several: proplems: foyx; estimating the cost;of;basic service .forithis, .
proceeding,,: First ; ORNAD, costs: are;not as>géeographically,specific
as those:being:contemplated in this; proceeding,ys Second, 1 OANAD Jron
costs;are;company specifio,and not applicable;to:allrareas:in - the:q
state,;i;: Third, ! OANAD| costs: are,basedson: TSLRIC: whichrdoes .not .oty
account for;common;and:overhead costs.izWhile:the: OANAD costi bovina

providing: basici seryice; for: Universal: Seryvicejputposest sveiled Jjon
svidsnyInithes cgmmem,:s_f-.;ha!: dediyp to6;Di195+07>050,f and during:oo

the> full panelshearing intojuniversalsservice:on September:29yxore

1995, the possibility of usingya proxyicost model)for:estimatingil

the; cggtj_Qﬁ-;-:-L}IQIy’i_ding:basic.iseryic.ej for; niversalt service purposes 7

was raisedsow:(SeerD;95:0750505at1ps1495543R.Te S75-578%) I A proxyiq - —

costimodelestimates-the; costiof, providing basic:servicertoranfaréa '

base@:,sin:;.t;hel,ch.arac_l:erigb;icg ofjthatiarea;l such as3population ol =u
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.density, (digtance\to-the.nhearast wiré-center "and-teyraith. A proxy
-@ost modeéel - has the:advantage:’ ofrallowihg :a- greabfdeal«ofigeographib
specificity,:being 3independent: of a particular. ‘company’s ccostg ‘and
incorporatingrallfcosts -including .common’ anfd overhead costsN0-3¢.d
The benchmark cost model (BCM) sponsored: by iUS:Hestyl =3
NYNEX, Sprint, and MCI.:for-use -at‘the: Federalt Communications
Commission may serve as an example of what a pr &y"gtst model for
this proceeding should -look likewwiHoweven,tit 18+ outr underatanding
that the BCM may not be copsidered by some ap @, /“true” TSLRIC model
because the BCM includes accounts for all expenses, including
overhead. Whether or not the proxﬁ”éb%tﬂméagijdﬁﬁéloped for use in
this proceeding should include .some:factor:: to*accouﬂt for overhead
costs, and whether TSLRIC is the appropriate’ label o place on the
proxy cost model » are ) .issues «thati-need to' be addressed in the
workshops. aipy boigacss 10 IsfY In ontodo yonoldend o
The BCM may also serxrve as a useful gtarting point in the
workshops for developing tP%LRF9XY gost_model, for California. The
advantages of using the BCM to facilitate the development of the
proxy cost model are as 'Eb1VoWs:Y 56kid’ of the’ pattléd aré already
familiar with the BCM; it :is»in'the:publi¢g>domainj>'it produces cost
estimates at tp Lhﬂpeyguhipqgigrepp‘Agggj_%%yﬁg.q}ﬁfcan génerate
costs estimates for the entire state;rnotijusti:the’ térritory of a
single LEC; it xecognizes, Khe, topography;of She éxjsting public
switched telephone network and it develops costs’based on today's
placement of techn logy.

LBt RdTnl ¥ol pridoold 591t emid-o9aD o
At bhessaqentime the! BCM: hasrsome‘problems that need to

hrsr ha nIF
be worked out. ;u;¥1ﬁ§§P ¥ 'tan kg }_ﬁ Ehe s a pesses and
strengths of the BCM, and if appropriate, develop a proxy cost
AN RS frq{ O .M O
model patterned dftei’t _P h gﬁég‘ %b? % ?és, interested

parties may file a p031t10n paper on the BCM outlining any concerng — - -

that parties may HEUE GVE v 6R A 190 L #ddel based upon
the BCM, and the advantages and disadvantages of using a similar
type of model.
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wnong A Hhatotypé.of -coste do we .want.cthe iproxy model:ito .reflect?
‘Hel.want.a. proxy..that..shows ithe appréximatecosts -of bro’vi‘dhig basico
sexrvice.to regidential:  customeys in: all:ipartdof ithacdstatenilin o
D.95-07-050,» Wwe spromaéd:,that. the 1basid service ddfinfition sinolude
the following -elémentsi:q: {(2d) [obhcn taes Kigodonsd odT
arHi 00 Accesa\ to. single .parby :localyexéhalige .Jrnixge (XUAYW

—_ ge : -
el Inbony Jeon ‘(Juox‘f Ao oJdenw Yo olgiexs a6 @6 avina yEW noten ol

piriinis s b0 "Access to interexthange ’caki‘i’efe’;mdz piathsosnorg aidl

faafzom D18 13% iit?ﬁr' ‘if;fagce'(gﬂé‘ &’éc‘ dlllou yem MOH oﬁj Iriid

: pritulont \eo: nles {{s roil ’3nuogoo vq!nl)uz WO oy osusned
— i1t aau 1ol hx{gxoc}lfh) Ne, diﬁlipg&oxq ol Jonn 10 seddsdW  (beodisvo
trefrovo 10, Freevaccess:to, e‘mergenc?uservidespda puiboovoryg a2rdd

a3 o oaelq h}]‘/‘:ﬁ?r, bani 1gosadgs o3 af DISI2T usdssdw bns (23200

as rmo h'hifeline -rate: for:eligible:customers;ishcm 1zod yroiqg

caegofedtow

o Customer choice of flat or measured rate
<A1 gl triep sexyvice; [uplozy o as evioa czls yen M4 odT

Y Lergaaltiben ol {obqm oo vy sld wrigofavah ’11’3} 13 ThE “."'\ TG
‘ crarptt Necels' to’'directory” Bssistané‘; 3 ’
wie Gz tesvqofaveh ot aledtfiosd o) MDY edd pntau Yo nspsinevdn

o Ac cess to, d'irectory lis_' ingi, .

whESTIR Sin uarIie
foon 3edubo 0 Access:to’>operét9r-éerv1ces:ti 1000 oady Hiiw 1niliinl

=22 AR ¢ 5 1er ‘F L
panTan9R J15Yo et Gihde coéﬂm}eé[:'i%ﬁp t,émg.li)l).cL Sr1EdHeq' s 22IrtI2
£olo gxoj:{:telephone:petwork;ﬂs,; arfdnn a1 1o} ssiemidas ale

i {ddug pai far 41 3 sg n3and 208 Ji1L ﬁﬂf i (DHEd sipaie
Civg i 3y st Theskiatt 01‘1 sedVides dnd’ 8 v =
2'ysbod o .o sexvictes; aroievan I 1x£ogjqq f"hdqa[nj borinliwa

o foborg 3200 ywxog

o One-time free blocking for 1nfor?n[aq:mtmj 1o 3asnavelg

oj boea indd serv1ﬁe81 and: onertimé"iibxlling adjustmeht JA
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aif3 IR Free:acceas tOLcue omer:servicleorlo o
information a service act
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i rz,«zs'mubill Inquirxiesdsn 1ifitiv a4 oupan ol prernoland
A Rdsti 211 of Che pufiids WiSTEI1éd Spdhilng ¢8ﬁuﬁéﬁt8“‘“
ag&eed'with Ehe Bds1é Betvide QSF1AItISn"EREL “YadPpopdsdd 141V R
D.95907-080% ' TheVdh1yiniSor Area®st d185grEeliénb 483 ¢nE "pE5P45EY
redﬁirement thadthRd cUsboRer hE¢8 End EHd1d8 dFCeiae P s sadd®
ratéEaivice’! Mdeak Céliui“‘”Commuhléati5ﬁsq“1n8“(McCaw)
commentad’ thitrens pedpobedidiure” s ppsitde '8°F140 fablda aRI T ¥d
1166a17ca1111g  8pt 16APRSuIA AL BEAVEnEade "Ce PERIA IS r TE e Wmb [ 2+
'pravidé=basid! sefvi&atdARAn JEEHBE EHAn £ 1At Prad EOERAPgEY S 1 Ep 10 ©)
National &tCalifvédmiénted”Enie Han9lof “EAE T5RaYT PLHCE SE£EE 28y 1°
flat rate service, and that it would cost theR“AS{E"€o°8fFEL J2uD
, medsured?Rate '8eRvida d “Pacifid BeYidPed e End“ddintifssion
‘ should®al ISW Eha daskdt £5°d8téfdine € LyPEUst cprleiild ANd"USAGE
I ‘that*sholila~Be* ofif'tﬁz'rea'jgiﬁ&'é10 W pricifid dtPicirds a8y Emédqgd *th a
@  conpeiitivésdapkerins add wn svien (2A70) enots whudn ofdasiponp
i DREFEhigs ]unctuféd wé‘do fiot’ ‘Have “CoéE01ve éhi)OJ Ao iw
digigreemed€with"€he BIsié s6rvidé CASELRTEOND" frstesfd weanl 1o
believée EHEE thé“ploxy co§€ fodéY &an‘Be “BtEiEturddd ik Séﬁ‘é‘ N
“tHatinclid@s dnd Exc1iUdey (RS Eiémefitd A The 'mdd&1 Y T Thae {87!
one model [86U1d21RG14de €hé é6st Taa8d68atdd Wit I8Fferl g bSth JF At
and fiesgubed 1PACE7s8E01cE T An AT 0 PR L (Ve mBAET ST E ALY dd E T
rate-'sePeidéa; BUAETEXENTdE’ EHeidddéiiﬁg38fv‘§a§hrédh( 0d Ve8IV cd 2
The Commissidn”éduld €hen ddcide A€ a TACEF JACSE WHEOhSE“ERSEe 1o
servicerdlémantaTin qidst{6n I6R6UTA Be "TREITAEE S "“Roef‘in deriving

thé“gubaidyefors high’é“ét Epgad rnoi1ibayd o3 ois (228D 1o bnejtnz
l- Firn ol cporsolvsy ofs 2lecn 20D 21 Yo palinuonos dAoidvw ol

spasdoee (su3os odd 10 2983090 91Iw isd3 18ls1g 22l boxie-bisn Dns

T3 T0CP INAE 16A4 8 ECa1 T TRe f€Fs U TERE fol'loWwilg &fc{¥ids Picsn2ss
Natignal, Eyanquelephgng5CQmpanYr th<wegt;Qoastqlncorporated arf3
Kerman Telephone C?mpany, Plnnacles _Telephone Company, the Siskiyou
‘I‘elephonédempan'y, TdS1udineg  Té1ephsie "Compahy' ! ‘and THE Volcand® “°
TelephoneiCompanyYspoyoves ot Irdd nidiessl o1s 2pid 1o bozand 242D
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Some ofithe> cbmmentin Patbiéé aleo>stated that the
ADIVIaG JUﬁdﬁ Te Y

subsidies: 1R, Ni4h128aR7ak435  4hbl1d7 4148, 17615967 Bibtnens
customers. They argue that without subsidieslto(buéinesses in

,,,,,

sexvice will exis(geegqun sysa!fand ﬁm?l}nme§r°P?1i§§W:aF¢%§ea?p§
businegges lOC?ted in. urPgn Areas,s ., The.disparity.in rates. could q
drive b92§1Q9S§Q?EOUE of ;xural ;areasagcoxding to their arguments,.
%SuvithIﬁhenﬁaaﬁsaaﬂnmeasufs@u{ésg igsue. the,subsidy;of
businegs % ;in.high gogt areag, s, sopsthing that shouldibe;examined
as wel}l in“th? (yorkehops .o n,the, proxy :5ogkedel; sAlthough,we,want
to encograg S pSE gononic. growth throyghout Califox nia,.the.costy impagt
of qubsidxzing,bqsi r8eryviceg for busingsges;in, bgghgqogt axeas ey
must. alsosbe gnalyzed. 1) jaon Bfuew 21 783 bas .ooivies oiss I5ld
Another issue in strycturing.the proxy, cost.model ig.to,

I &Y 2§
determine the geographic size of ;the areas that the, proxy(gosticie
”modelnls supposedlg enulates .. In D,955073:950, Werproposed that the
geographic study areas (GSAs) serve as the referenge points; f):<>rn~,J g
which cost data could be derived, and that the designated carrier

of last. resort be reqpirqg, Lo serye based.on GSAs.;;Thak.decisjion;

o B
also proposed .that CBGs serve as the. GS&GVJ BGs wexe proposed;io
because they cover areag that. are relﬁtlvelyfsmaluuin :842¢.nand khe
cost to serve r egidential customers within the;CBGs; should.be. ...
;relatively ;homogeneous.. . In addition, .CBGs.wexe preferyed; because

\)I

SEL Y1
2230

they,ﬂqre v1ewedfas“afyay{pf gvoiging costavexaging l\)t},!;\;re_qg,:t:[;gg-I
more densely, populated areas, .and the less. dense,areasi.u .o ot
‘The jopeningcomments regognized ;that wireigentexs, iy (ap

o A7

iy iiab o

1nstead of CBGs, are the traditional, and typicalgecgraphig areas
in which accounting of the LEC’s costs are performed. The small

and mid-sized LECs prefer that wire centers or the actual exchange
areag.pe used ag Eixhu§&03 Pacific and . GTEC gommented;innfavor of -

the CBGS‘KﬂEhefDiViSi6h “6f RaE@payércAdvoééEeﬁslb )readordfehé “ufe -
';>9 o nso'\ go{af qiﬁsnnxq ‘\n quQD onofigoisT arnioiA
lbf) J.% : 1 D $H lf> - (fl(;éf Ol'_l;n]b?.guq.}le ilE (; u‘?@'l aemQQSt ate n!hﬂQ foT

GSAs based on CBGs are feasible, that the aVerageY66§€§7f6§fé§G§9T
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within aswiré:centertaré comparable>tdithd costs6f raviirasedintssh
as a whole;~and:thatithere are!commdri:inputd ts-bothethe oKXy &8st
modelsand the:OANAD:cost studiédydira evivion lumaviann 1ol piatbhrul : -
o) <1t 21tiiscodr beliefcthat aiproxy costrfnodelf Based ontCBGEH) '
will ‘xesult:in ‘moreé ‘accuratecapprdximationdrof7&édst {ethe gmhl1E8
the GSA-areaj:therless aﬁe:‘ag’ing‘fofIda’ta'ﬂ'wiiltbéﬁ"ééﬁii’éd‘:’ 1CAST£&F
DRA's géncernsyiwe-beliéve:thate4ome ‘sorti'of vverifidatiddof “Eh&oT
results_ofrthecproxyicost médel-tofactual .costdishdald take rradésy
This is to ensure that the proxy cost model does 6t o¢&rsCaté Sy s
understate (the lamount ioff subsidycrequireasforrhighvésstvareas. The
workshops on thesproxy cost/modélishould-address How lthis typd sfb
verification will)occuriviAccordinglyy the proxyvébstcroddl shaldl?
use.CBG3s -torderive:the cost-datalt brns ,nqordexyow edJi 1evo sbhizovq
Determinirig.Subsidy Amounts .gnihészouq nid1 o3 beapiaus opbul wad
a1t oyuivscIn determining whatithe subsidy ramount “shisuld be fféhigh
cost -areas, ithe(Commissionialsorneeds:td ‘tonsiderthe révennues ‘thit
the LECs receive .fromibasiccservice s The§e rrevarves will fhelp Usd ?
to.determine :{1);;how:much (the 'subsidy :should be rin:high'cost areas;
and (2) the.level ‘ati which:the benchmark:pricefor basid 'servide ob
should.be get. ::Thus,” in- addition to the devélopient of atpréoxy 1o
¢ost model, -the :Conimissjion will:need:ito gather <inféormation: fram the
LECs regarding the revenues - generatéd fromsthécsale of: baujg'sla i
serviges.-o:This :should -include the’ tariffed ivate fox! flat vy o Llant
measured rate service, plus the ‘end user rcohmon'*1ite’ (BUCL)?/cHarye"
Whether or not additional sources of revénues need to be considered
to offset the subsidy amount c¢an be addressed in the workshops as
well. The workshops will work out the details of what information.
At sabpor (6) .88V nofinod

SR ALK ote 11F 7y hafiyGgra w qanFat P ) L £
shélll -'R?o é\d}}?}i’:{:‘»eod ?&r C,h:g en !}:}l{a}:u L“lﬁ?ri“ar'%. on i.:jiﬁi tQ, be, Pro\)’rj-dﬁ@j byid)
ithe: xrespondent) LE@s, to: this proceedingniostib onordgslisd ri')suzmusfo
eaitnigneth arofdas ind aidadrdalfs et aotidstoqiao ol 1o Iteyq 24
. d;qjéa Hlbotéﬁ:s{ :hwf;o%téibl}ﬁeﬂ‘}? K+ 3 'i?&é‘ Qi Q?’:.-og:tr}}?}* n pitthuloni
determiningnthersubsidyl,£6r /high: 'cfstw ar'ehs*,Sfiht, Mighto bediie tg 19VDs ,
futn o stizan 3 T¢Iy 3 hapnat A1l aasraqgxa has asygovai 13DLBMIOD _
a'})}i;f oF I;gir?(tr s }n(gf‘;é}:? e‘bh})oﬂ'ago yc!i}?ﬂ‘} 168 C@'g& S48 2 _:EQ_ 5 the 1§9ﬁ‘£‘\i§§i9!l;
to consider the:revenuesi:and:expenseb ‘abdociated with’ telephdife 101

- 11 &1 -
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diregtory,advertising., Pacific:¢commented insitstopening comméntsé-
that. yellow-.pagg-xevenues shonld not-be targeted{fasharsoufcd~of er
funding for universal service subgidiés:: An-analysis-of §1728:2:
(a);suggests-that.suchia-reyiew 18 appropridte whenritiis time to
congider egstablighing:-the:rates~for;services:other-than:i:telephéniié-
di.ltegt.orﬂéd‘{@;‘ti.sing{?1v.«_W_e;*believg;;thab:—=it isc<prematureitossn ol
review:yellow page xevenues:at-this-time:-since:we.axermerely &'As0
calgulating yhat,-1if :any, jsubsidy 'should be-givenitorhighccostuast
al‘.@.ag;QE-;.t.hegst.-a!:.ey_w,b fohor Jaen wxotg ol dsdlt orpenos o) at sid?
.as-:.sufH@ae_nVigiQn-;l:hei.wotkghopqi,as-‘azdévicer,tosfadi‘litfat:‘e'xthew
davelopment of .the proxy:costcmodeli.c-As~in the:OANAD procéedinygsw
the ;Commigsion.Advisory, and Cquipliance-Divisiono(CACD) rstaffiniilv
preside over the workshops, and ifrne¢essary;thevAdministracivezu
Law Judge assigned to this pfoceéding. #The (worksliopsiwilliBe 10do
recorded -byra.courtcxeportery:-as needediw This iformal structure is
designed to-focus the:parties:on-the:issuesd;:accodiplish .the :tagks>
that need xesolution, and-gpeed:the process-along. sviouos 20il o3

ot L-,o;we;@_r;es:cvgni_z.eibhab’;sqme‘ (of:the” parties may ;f_eelvithaththey .
do not. have, sufficient xresources to coveriall  the frelatedd (<) ban
telecomnunications issues that:are.before us in ithis and othér ucds
proceedings.;;-However,;as;we have noted in previous:decidgidns, -and
in statements made by, variousiCommigsioners,»we are committed t&.!
implementing these :changes :in.a timely manner.'uThe :following s o2
the achedule: that ;we.-gin,t_e_.nd ‘to follow.: nulyg ,ouivienn oiny bofuansa
i.‘s';f>£>iz.:raf>'3 s o Beoan pordsyst 3o Sooniioz fanoitifbbs don o roddodi

ci eygodairos o3 nt bezeorbbs od nen tauons wbizdiw oidl Isz2llo od
aciteviolal Isdw 1o alisisb sar{"J Juo ;f'.f«:'«‘ ‘I J:.’['r‘i ;_(g)dia:-’.:tow Q.ﬂT‘ i..[>19v.-'
(o S ot i e ae ST B B opbg dlpten e
classified telephone directories:or.«ccommexrciali advertisingcingluded
T Tmsine T LSO R IR e R) gl ephape gingorories,
advertising,{exgept thab:the, commisaion shal)>inVestigaterand 1oJob
congider revénues and expenses ,yith ;egggg Lo b esﬁgﬁfﬁﬁ'}ﬁ%{@f ar

publizatidh 6f’ sith ‘adVertisiny fo¥ purposes of e
tor gthey, servicas ioffered. hy telephone;.corporationsviy yshieios oJ
- 12 7 - >
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1

cono December 129,,:1995 w1 o Mailing cof :workshop ragenda.

PP SLTT S U A dér OU i T ey et 0 iV honpieaas ad 1l o\bag
stegangaky 5L 1996 SEPUT Ve BTN OF Pos VIS PaBEL o beltehiark
vattad oy ol dF soolai e jcost:imodels gyt ol priintlor cpntior

Creg1e JARUAYY A6-56, 19987177 WorkEhpl £03° ¥R debd1didhe and
(s uaidor ol doidw ai wew & midiscussionr-ofiithe: proXxy ccostimddelit

FeBlRLY 2,21996 711 >R TThg Yedulding’ posy Eodt” Hodd)’"”

- framework, 1genbifidabib?vofliqurov4
contested universal gexv ABBUGE,
and scheduling detai?ﬁ”‘ﬁ?’ﬁgpﬂ'g‘{

cainnge ofd lo dagtsooy a1 o3lp Jadd badon 020-VH-ce.G .1
et %ébfuarszoizs) 1996, Additional %kash?Rf:ﬁﬁ}ﬂ994§ﬂﬁxmmx)

3L} "‘(‘}:‘i.

MIdO3LI A6 .=2oiut ndfviea Ieataviay

(01 noFebruary;23;51996501 i3 Status:>update>on: modélif]g'y-prog're'yg}f)

March 25-April 5,-19%6° Evlacheidy! WA IRY Rale s 3 Lhey
cn Dubason ai asibude daon paiiforrallicontestediuniversal service
univien [sgiraviiy B Jn&mgﬁgg?qfiejij (6D fotezicod odd dsdl)

April S5, 1996..,:1:s=0--anResults:ofl prokyl costamodell avaflable
<rafd o o odpda 3 ON3 i'm.r_no.;f'}__o g!]'l? %,‘:‘50!';}"?‘}}9& lgc}thglring{ cognpleted.

v Tena APYI1.30,4,1996 gpqgjsﬁﬁ_ﬁllibriefing(cémpletedxiffevidehtiaty’
’ ) earings_held, . .. _.. . IRy e
) 1;:::9 sorvicts ‘nuvavinue ol Yo yns

[
L LP

o iaocoMay 17y 1996:nehi siow ProposedsDecisioniissuediif ¢t
‘ evidentiary hegrings,arg hgld

£t 3 F RN {9 )]

-

frrovdune;19,51996 oy 2i cuzFinalcdecisionhissued: odl .2
The workshops will h81p°td 33t3?$133”§ﬁa€913%‘3£Jﬁaééqgg
b addiessed>id hearingss oif Reddssaly VTR Eottiigs18h Wil hold
hearingdronithéiidsnEs EﬁaE°§3§EIESUCSHﬁoE“sﬁéegnuﬁénsiﬁvéggogégﬁge
with the0séReddld 118¢Ed°aBdVe i o6anEEIrdne bith tnB 380e1dbnsRe ot
~thelproxgleost ridodsl andtits dieflt?andendosenaPiftdtnacion
fgatherifg) cwe (P13 t6 1 2e881¥E0En8 o HEE ATV RESL 4RIV T 4713088
that we proposed in D.95¢0726506%% ﬂg”é3ﬁ€gm§f5ég"@Réggalffﬂgfw bito
deéigion Rill <bévissuddeinviide 11896 PEESIVInG “Rosd 2¥tY%o0t%al1 of
the universal service issues.‘Qﬁéﬁé?ofﬁEengASégfgigﬁsbag?fﬁggb ad
needed BEFoP&JuAs165678F WEIT2 85 ensCeRdfMddessady™t -°
sngmrofoveb

adhiﬁiéﬁréﬁiﬁé?ﬁrdé€§§€§”SBES&iéf@ﬁ”hffﬁotﬂénﬁﬁi3g€sgf service
programébééﬁiﬁé Sﬁﬁﬁfhféiprécéﬁdﬁ wafis1 piiboonoyg eirdld ni nismox
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.iDué to the time “constraints, the ddgigidd cotimissioner
_and/gf tbg)aesignedlpdmin}stratQVe L:aw Judge may, nged 9, iasue

“rulings refining the type of: modeling and information gathering
that is, needed tg achieve thenpboY§ schedule. He voicg .ouy, support

JESALERY ¥

in advance»of those;quUre actions fas a way in which to ‘achieve our
enunciated go }(of qpen ng, 2 H ; ;ecommunicatiqps markets;to

(I}LI
compet1t1on byJJanUaryalr 1997

¥ raa [oztaviny hoaltestaou
ndirigas 6f &;rur:f) pritlibodse bos
1. D.95-07-050 noted that;ﬁfter t?e feceipt of the gening
' 73 3 & sutls
commentd €' the BLISSEEd’ b vabbH" servféé‘rules, ant nterim

decision: mightfbewissuedfdbncerning the fotﬁﬁtfofvcoét %Euﬁies for
the pprpose, o Edell):,efg;p}ng;p,igh SOBY ayeas. a {ivqa-ag dorsM

w'fvz2n IAnrinterlm;dec181on'kegarding cost studies is needed so
that the Commission can timeély 3mp1ement a universal seérxrvice
.program: in an; era>of<loca1’ex$hahge lcompetitionlf®f .2 (i1gA
cotoly oo rprerebtad PRI HLa e opportunity to state in their
openlngucommentsfwhethervevidentiaiY hearings aYér ne@ded‘tdfresolve
L ot Lt nar
any of the universal serblce issues.
4. 3Thtee :categorieslof-isgsues were 1dentified ih{thé&"opening
I eral £ a yiattrabivs
comment’s!that* ke?e ' £{12

The sbrandedrinvestmentnissue is the §ﬂBjecE[of"EEVera1

regagdlqgrrate deayerésﬁnglgné sL LPIQQiDQAOfd

v LI

an issue the Commigsjon.is examiningsinthe::-ses

L a2l
ulatoxy. framework prageeding( 19550520414 i
io stepehfortnj Lhe,format and.-parametexs qQfathe
ind_yorkshops tg,address the- ;details. of pthe-model
?{Y hearings-are:needede . a nt hHow oyoI1q oW Jefid
L% gn;E’?B‘)quag@ateuﬁévf”{sé L8exvice rcoatnstudies
Q%ng NAR Proceeding. coveai ovivion isztsviau oifJ
6225525048 the Commisgion determined thatcthe psboon
development. 023‘} % (BT, ,cost . model ;for yniversalservice sshouldn:
remain in this proceeding rather thaqd;qotbeFOANAghpppgegd;ngzgozq

LU N S -
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10. D.95-07-050 concluded that the intent behidd §170919(ay"
was.to.open all:telecommunications:markets to compétitich nd later
than - January:l1,cl19970li JaouAsdj nttw o shivosg (liw ybulda da0n

11. The :proxXyccost model ‘shouldiclodely irefledt ‘dctual:"édstd
without the necessity oflthaving:to:devélop cost ‘studies’ifor ‘each of
the individual LECs. LD 3aIn

~i43 1243 The workshops !shouldidiscuds :what: costfactors shduld be

-used to iformulate the proxy:cost: modelwupshn [liw {shou J2od yxotq

13. [<The proxy - cost: model::should. reflect  the rapproXimate' ¢osts
of}PEQvidingﬁbaeie;Service;to~residentialthubtomeréfinfall parts of
the, state.cuse1? 6 dzifdnias 03 yirazsson vl Ji \bula Jeon yxoiq

14. D.95-07-050 proposed irncluding. certaingsexvice ‘elemmefit's!v
within the basic gservice definitionvi z2sob noteatwod adl .2
.5 i\15¢a -The -only .majoridisagreement;with thet proposed :basicpraib
service ,definition concerned the irequirenient that ‘the:¢customer have
the(choicedoﬁnfla;borameasuredrrate:SerVice; Brn (sieb 10 pripsrovs

16. Some of the commenting parties stated that the subsidies
in high cost; areas should: also ihcludé> business ¢ustome¥s. .V

17. In determining the subsidy amount for high cost areagji¢h

theLCQmmigsionLalsofneéds}to¢gathgr;ipfoimatibﬁ concerning the

revenues::thatitheé ‘LECS..xeceive ‘fromibasiéi sexviceyis ¢l sindzrebny
18. The revende ;informationrwill helpotédsastertaih hdw much2
the; subsidy. -should:! be! inthigh: cost' areas,? and how!fwuch the -©

‘benchmark- price:.for: basic: service; shouldi beiset atisivozes zounovar

19.- D.95-07-050 noted that in determining the subsidy fore:iid
high cost areas, it might be appropriate under § 728.2 for the
Commission to consider theirevenuesiandiexpénses associated with
telephone directory advertising. ' A

20. The workshops will be used astaldevi¢&1td facilitate the
developmentiofthe; proxXyicostomgdélush sidd oidni aqodexgod .1

i biIosd ad I{sda pnibnul odivioz fseraviany 101 [sbou Jz03

.fotsinab aidd ot hoocausaib alubadine od3 diiw oonebronos
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Conglusiong of - Law +4paini =fdz Jfedt boabulonos 070-Y0-2€.4G L0
.36 1t rRegardless of: the :mechanisnrthat we-clHoosd,rthe Pproéstyssw
cost study will provide us with the cost information nacessary:tg?

implement - the Commission's universal /sérvicepolicles it 1
.~ {4s52.0 The proxy cost quodel:fshould be:déveloped < fon ths entivé~
state. L3O fsubivibat oS
e hfgldg 1f..the small, and mid+siZéd i LECg idonot :balievs thit the
proxy cost model will adequately. reflect:their:costs,fiweaWill 41iow
:phgm,che.optiop;ofnproposing.éﬁﬁhltefhéte'proxy*gostzmoael;ii _
1o 2dnde [dn,order;to:initiate:the creation and developuent ofica o
proxy cost study, it is necessary to establish a frameworX: fyrGmo:dJ

whigh interested. parties;canibuild.i boeogorg 020-V0-22.Q .M
5. The Commission does not>need tdé regolve in:thigrdesision
disagreements, copcerning ithe: proposed:definition ‘ofibasic sé¥vice.
~vsd 164y 1A ProXy cost models based :oh' GBGs 'should Yesult:<in <1eag o3
averaging of data, and result:in: toré-accurateappyYoximations of:fi3

costaiz {in o) dedd boteizm 2aidrieq paltonsxmuon o lo ooz L]
7. .The-proxy costimodel: shall use: GBGs.to ‘derive’the r¢ost 1t

data,s~is Jnosw dpdd 1ol fauvcns ybiadua il prbaimeodobh nlo Vo
.81 uv.Toiepsure that: thel proxy! cost: model'does not: overstate oy
understate the amount:of.:the:subsidy required: foY high' dostayreas,’

some: sort{of: yerification’of the:results: shouldrocecur T .81
9. sAnxanalysis‘bfg§.ﬂ28s2(a)asuggébbsﬁthéﬁ’&“fé?iéﬁ*bfﬁthé{J
revenues associated with:diréctéry;advertising! is>prematuré acithib

timesst ybhiaden and? poiaiuiedsh at 3sd? bodonr 026-Vo-2v.d .l

=41 10l £.28V ¢ webau sisiugotyas od ;1d.t_>ir:1_ji .:zs:a'ir, jroo dpid
A1 bBsiginoaes 2520 SRCONDINTRRIM  ORDER! 1ohigass o3 noizaimnod
.pntei3iovon Y'nﬁasgt.'{b' anoriqolal
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1. Workshops into the devélopment:and<creationtoflzaproky ob
cost model for universal service funding shall be held in
accordance with the schedule discussed in this decision.




R.95-01-020, I1.95-01-021 ALJ/JSHW/tcg *

2. The workshops shall also resolve what information
gathering is necessary to determine universal sexvice subsidies,
whether other contested issues exist, and whether evidentiary
hearings are necessary.

3. The local exchange carriers, and other parties
interested in the development and creation of a proxy cost model,
shall participate in the workshops and provide any necessary
information to the Commission's Advisory and Compliance Division

4. 1Interested parties may file a position papér commenting
on the advantages and disadvantages of the benchmark cost model.
The position paper shall not exceed 15 pages in length, and shall
be filed with the Docket Office on or before January 5, 1996 and
served on the service list to this proceeding.

5. The assigned Commissioner and/oxr the assigned
Administrative Law Judge may issue additional rulings refining the
type of modeling and information gathering that is needed to
achieve the schedule discussed in this decision.

This order is effective today.
Dated December 6, 1995, at San Francisco, California.

DANIEBL Wm, FESSLER
7 President
P. GREGORY CONLON
JESSIE J. KNIGHT, JR.
HENRY M. DUQUR
JOSIAH L. NERPER
Commissioners




