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Summary. 1 :) j 6:: -3 0 J '{ j i itll ,:f'f oct'lL' . '3r{ j flfin a 9 i j '1 fit{ oSjf3!,Yj 9 j if I 

,,: '(o"'Y! 0:1 '1'.Qd.ay};f; _deciaJOJlr.estapltshes.the 'sohedulolforfoyCC\ulating 
an.cl ,!=_OJI'lP)"~~lng, :~l PJ"()xy! .. copt!(~tudy rin' "tlielunlVersal-l'serv'ice{j 10 \'.{I(, 

p):oc~?dj,ng. ~-<Th.e_,l proxy _costf,study,"l,tdgether lWi'bh" ,thel gatherihg;'ofJo 
_ informatJ<Hl! ~egaJ."~Ungl((l) :,wh<\tl'rev~mies' 'shouldoffsebl an~tJ pbtent·ial 

,su.b.sj~j..J~$} a.nd.J2)} .the.,_calculation o~:,a' reference} or; benchmark! prl~e 
for.,ppsJ~ ,~~XyJ<=,ei:~h""illr b.e~ use-dr.tol 'imple.!llcn't} purl uhiversa1'~ servIce') 

, .. 
P9~.ici~~J oti .~nallriJl!:h_that-~ cl.lstoRters~ in~hi9h, cOst~'areas. i 'and lowt~YYJ 
inc~~~ SJlP.~om~j:'BL~~' .h...~Y~o'ac,ceSSt ito basio'ltelephone seryic~) at) biIO'),)B 

reasonabJ..e ~at~JL:"fiJ 01 ;.'ftr f, J'!~J::! \:"jOp9Jr<) fn h{j 9f{'!' • ")') {: '1"192 'Jlur,d 
Background·<y .. jf!( ')rfj 10 -;liJ2:n .. '.~f", jf{c"rj;:9VIl! h9Dfli.>L:1u 10 '{1~V()'J9'j 

This second interim decision allows the Comrnissibn~tolgoJ 
forward with building the necessary framework for developing a 
proxy cost study in this proceeding. The proxy cost study will be 

,YJle,?-I ~?-' ,~e-'':~KrnJ,neJ .t..he fO~ttl :ofj pasic) servic~),throughout:f,theTit:~fefso 
. - .... -:. ... L.-".r"Io ........ _:;. ........ _-1 ---...J."1. ~-- ~4 ... ,.,...,,~.....,-,ro.lr~'";~.~A~(.f-.r .. fi ~({~ s--(c.. t101F.f.rnrto3 that we an':.'deLermu\'-;;th -J.~~ el 'Of ' 'subs 'dv'ltlTl-fMrt--il c'essa-y:-f'"":" 

93G[fj ,e,t>. ~)P6q 5£ o":!o-\?f-ce..u [II D9S:tH(?<,YP5'I' ~M 'H .<~J .. 9iT~:f.J,O:) 
t:l;t~!}ligh~~9§t::.; a.J'~g,~ .1\ As_ ~~J JlPt,e<iLil\) D.,96l-07.3-,050"at pages{"7 and h1al. 

Jao':) ~xo~q fi al n16j~~'JB6 oj entX"1j 9~6 9~ j6riw aj~91l9~ jnriJ 

'Ji:ti:'1~qe o'ir[llt m'!.Y.:bt6J\~ ~1JSAr'i1''f6~Jt.b~d '1r16a""01 ~ ~?,f1 ~fJ6 ,'lDUja 
'~d6j '{ I(pla ifg'u~-l ohe'~'b~ ·m~J1;1).~t·~lrrlfi{~d~·bih1~%h liig~rd'~~l~~~b~~~m j~~~ 

the lssues surroundlng unlversal service 
before a final set of universal service rules 
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i~Nt tl .0] OJ 
2eel .0 'f~.d."9:J!)(J .n;:O-~I-2e !lOi2i::>~)O 

are adopted. This is necessitated bl the 
(, j ~:5:ln I,IlI..') inter,\"elat-iOhaliipT6f,Fib'lJ'ues {'sUon, 'a{rlc69~mJ'1 :.!H r ~~I>~(J', ~.J'll 

studies with other Commission proceedings, 
the overall schedulingi6f '6ther,lprocli'edihgsp VB b{(':::>IIJH 

o!and (our. ,ihtent to 'open raIl !markets ~to"f!wi utl 0:1(11 110 1.1()~·~ 
(,2~~') i \ i> (,CO!"petiti6n bY. ~Jan'ua.ry·'il'iH·1991;. 2')J f;b[!G~" 0:1 1 d ,f h.' y. {W;o'') 

, { .f..~()f rIiH 
( . . . 

'ti\. t·'I~.wt~O{~1~)eiPt of \he openi'rtg,.~comments', ithe:01 Jr,t?l j2~Wil I 
,J1L\\tJi~N:kM~i'XBI~d may issue an ~intetinC Idecis'i6h ojn i no i Jo~l 0',,0 

(::>l'~ j • t>\regarding l\ol)}e're co'st studies ifot~ the' p\JYpoaet{.1','~n oj {:Inr, 
of determining high cost GSA will be . U'd [ I II if Y fd:1U,:2(\ 
addressed! and the' ,format .of those .... , ,_ ' '-... -
studies." 

Such a decision is rtee4~d.tif(YfthatWWe~-:c({H~(~itnely implement a program 
of universal service in an era of local exchange competition. 

Interested parties had the opportunity to state it\".thei~ 
:opening i comments d.,liether ~evidenbi'a'ry, hearings' 'a~e ;n'~eded' to resol vo 
any of thel ;issues· associated( with '.tihe!.prbposed:<yulesl?rahd· ~hethdt':f:, 
othel.;.'.issues:pertainingto: 1.ln..ivers~ll service 'rH:fed! t·o~ be add'tei:nJ'f~d[l 

Seven10f 1 t)16:, part';tes :who1tf.iledr:opening,'cornrne'nts l 'stated, thatJf,'ll',lO] {[ 1 

eYid~ntiarYJhearings, may} be: reqUired .for.J three',diffe'rent-' cat~gbl"hnJ 
of, issues-.sf, The" ,firsb categorYJ :incltldes l iSBue'B"pertalnihg :thL the',)l 
cosb,;,of basic~ service)~:) all!l',how· large') the) subhldtei:waflbufd) b1ftl:>irffi:fr 
second category] of ·issil~B· "ihvol ves (rate: deavet'aging1 ahd) pt'icih~i)rof: 

basic service. The third category pertains to the ;issue 'OfJnCtOMo9'l 

recovery of stranded investment as a result of the introdiWtion--{.'o£! 
c~pet It ion \ [:. ~:O 0: U 2. '.'CJ I 113 !;c) j S 1') ,-<b ;;j i'1 '..:1 fl t f.lfl():) em cd: d'T 

r. l'rd qOt ~'1::b 10 '1 ;{·lC·.;C'·~C.f '} \' i1,820:J00 !lrU rn i: b f j I'd [fJ h: b'!6 ... ;rol 

<'oj I [1.;: '(OU ja j8C,::' ',:X< .. n:q 9lH ,l![J j f)~9:)O'1(! a i.LI fl j yblJ,jp. jao:) '{XO',H1 

(':~ b j Although 1we f !lse Lthe) term'd' cosb:;'htudi~s ,,) what.:) w~'1'AreJrt rylri~P'l::b 
for,~).tJa$:·f[G..~l~r~~lle1-f'£~tYli'WF~~f,crRStit'~gefJO'~1~eo'l.lb6~sJ.?1.fH~J"YJse'1£?9\o{ .Jf~rlJ 
compvnen~~. AS we Lccuyn1zeo 1n . ~- - ~ a~ page 49, thes~ . 
~tudies mayJ.Yilry sOmewhat;) (.1:'0[10 acttiaV'cost"s ,aAA· 'moreS a'ccurateLte't1n1 
that reflects what we are trying to ascertain is a proxy cost 
study, an<! not: j1 fo,gJp~py:)by.ifoQ\gjln>',{t?p,,~~}~.t;laJysJ~,t jTo/ do specific' 
cost stud1~l!7 ?t;~88·\l Jj~8i\h :r~81i~P~JJlrflrJ1s.~ l~E~lo w9'y}gi simply take 
too much t1m~. !);; .. hr!93 16cn0vlnu \!uihnuOTw2 8!)U281. 8nJ 

- a~irJ-.c s:.-,i~ .. r-J:!Jc fn2-i5T'1;;:':!0 j~~ f.6ltll ~ e~.!c1-e-c! 
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yx"f({ f:- Th~ J.(t~\l~) ~f·I~.trSlP_c\e.d.iJnV~Qtfl\entl,j,-s ,th~j subjeot .... oft ~)lfn8 i 

ooveralj ~pp'~jpa .. t.J9n_8.~J9r:1·J'~he.~r!nglof [).·95-Q7.t,OSOl'1hJ <,.If '{f.ljJ Jtl Jno') 
~H{!'llJ:.b X~g{lX.Q .. L~Q .t .. heJ·Je~ue$J o{.)·rate)deaveraging,·and\ thebs:,) 

pr.ici,n9~ o..f.i1>al;ljQLf.3 .. er..vl~.~.s, ,c,~):"Tentt regulatory! programs: haVe'·ol-.rro\ 1 !)":fq 

requ~,re~I,\:~Jeph9.ne{.~9U\l?a.ni~ .. s .toO.' C,har9.e) a singlet "aVeraged".) rate · ... {iT 

within their ... ~~ryt~~.) telt"ltot'y. (f,'This-) haB~ resulted ifl" diffbre(1t·}} J fj 

rat~_'.$tX'~pt:\)~·.eSf.alJlQJlgLtheINari()us) ~EC~ and, th~· t~ri"it6riea that 
theyj.~~.r.V~.H\ :-\-.lc·I;Lj~1 htr. <.~[~o:) .. )/\ W:":lO 9fU Ht DC)f()Ilf;ri 8d 2!)JJ?p.l ,(i)ujg 

Lw, ,~O !'le~, !"e~Q9(li ~_e.:; th{l~ -}"Slte: d(::ay~ra:ging )w~ 11'l,impact.Lthi:n si ze")'] 

of the fU{19. ~ J:pa.t:"J§ n.~ge~_f1i'):Y.l to. proy ide bable f service -;·10 high) cost 
areas. Hgw~v~r I ~!t.~l ~i~~\l9~1 S\,IXJ;.Qundlng {rat~).de~vera9in9i tl).e. b;{-!OH 

pxj..9j.n~ 19f' W!Js.~::J §er~d,9~Slfi Sln9.-;X~vel}1,l_e?xebalan¢ing) should) be;,-;'-!~dnb 
~~~r.~p§~~ 4J).1.t;be.l~on~~X~-19J:-l.th~.1~y~r~1:l1in¢entl ve~based regulatoryi 
fr~F\~l'-'9X~3 iD~!:~{l!1Jofr;!I):l \:bJfJ p.~9.<;~edlJlg ~ lAc~or4ingly j j those',issues 
sho\l~9~b~t)~~a-~p.~n~sl.) il).[ C9tltl~C.\:j.9Jl wtthi Jlhasel: ·2--,ofJ.thei sec9hdlnod j h.' 

trJ~nn!~l,", inY{l:~~i9~~j.cmJ ~!l~o{.tb~_l ip.<;ent·ive.TbaE?ed-, regulato:rYiOl ~n!)c{T 
fr;aJJl~wg:r>t P~9c~~9.ing i If J • ~~bQ.s70.4 7. , pIt r b~~}y,,!q ':0 i. v-; ,:t'=', f i".n '-,'"ri [1[1 ':H{j 

.: C l):q"I Jt-:);a~Els{~re:allow~~iJ J;OJ Pe:Jdeaveraged; itl-1 the,; fut,!re ~ d this 
proceeding may have to readjust the subsidy for high cost areas '\i(n 

r~cpgp!t!pnJo{jtl)E1.i!"9t~ );~ali9ntnents .. JCoordination,·betwl!:en the two 
proc~ed.~!lgf} wil.:\~l)~r n~~g~drFl t> pnr )i,:'l i hi! i <)-.ff> :'~'.; • '{iJU j"! j;30'} '{XCd:q 

, •• :OJi \<0 - ce~~ .(~r {i,S,~;~~HB"EH3 .,r~lated ~ to;:, the COSt'3 studiesirfthisl!..."i~[J()v 
degJ~;i,QDJ§~ts~fQ~tl} t.bebtOJ:'m9t andlparameters,Jof the, proxy<~cQstq Ttl 

st~9Y/d~np.i~_o~ch~Qt,l!~£o.fGW9J'~fJhpps \:OHlddress the3details~ofd~he: lLi. 

p~o~y 1 C-;Q~~ ~e!h;91J.~b);O {lil!?)rH \lSi tOc'.deterrnine.lwhether-:?contested:)Cw 
!!J,~y.~~ 9X.~~t .. -j91)~L,whe1{h~1; r ~yt<;l~l)t!ary. heari!).~ [dates lar~ needed. jaG 1 
PreliminarY' Issues jf)[I[f ~':':0:~ sd jar.'"', 'Y19n j \ h"j40br; 2.[ Lorf:J :);;1 'j9IfJ (g 

( . e1h~Pha!~ f!~yer~ll'Pf~~imhH~TY 1 iQSUe8·'th~t(.'need~to be d~lJiil 

addr~~s§g ~g i ~h~~ f)t h~rl~epPOU9~n~~;) ~o {~hi ~;IP)."Qceedi ng·~ have an idea 
as ~9jh2W ~l)~cP!O~y £Q§~r.~t.mJYnWAll~r,att~gtHthem. -_w'l'he;first iSBueJiw 
i~':IW~~n~~'1th~::,p~ox¥ H{o§~ §t\lgYa ~fHJU~ff l:willl be r:addressed tnrIJThe"1seconc\ 

8f, rf::>ue ,C:J3U !:d hIuona '~;·na.i:(lCdJ0.n c .... ·j ~H{j 010 llojj;;flld:,~OJ ~:T.oa 11 

·f~)hi.vo-.iq fi 9[:000:> oj 8 '.1 C,. ::.)jaq:> l?HI"';of If., jlJd lloiJ:)Un flG l;fl1j~lfbrro:) 

3 t 



issue is· whether: thilJdecilJion! to' k-eq'lli.ye1 dev~lopment'ofJ' a proxy 
cost study is tantamount-to ra "deterMination{ thabTtheS-Vbl(cher.!: J:,'1')'/O;,~ 
mechanis'ml h<\...s I ~en'''chosen' over.> the" auctioh m~chaiilBm ~Abt'ihe 
preferred' funding? me¢h~nibtnrforl the' hi~h coat1'8t'caffl bf'> thh') st'atol,::!t{ 
The third :isJ;ue)·is" hok·,the requirement 'off ~:s proxY'c6'~t:-j stud~-wf.,lP·.( 

, , . 

affectc, the) small 'an'dr mid~si2ed: 16-cal~ 'exchange j carYler's:1 !')dJ fI it! J h: 

.Jr:d1 f:In{ Dl9Sf-07-050,bwe pr6posed't that)\li\iYerBalc"8(ftvi~'e1'cobtF! 
study issues 'be handled in the Open Access and Network Archited~ute 
Development 1 :(O~AD)[ i>r~eec;Jing,r., Rl93 ~04 -Ooj J afid r lIlt 93~04'l'002, and 
solioi!ed commenttn on) thi~ subject .OJ DUritlg) th~ sAm~s tim~'JlJl ON::J 1'0 
workshops w~re:::being\ held'>itl? th'(flOANAD1 proc~-ediflg'~ ,ltVWas'{ .8.,9'1(, 

determi n~d) in" the.! OANAD' w6rkshops'/ tha't;l the> tota 19 '8er~ic~ long'f yuh, q 

il),cremimtal- cost·i (TSLRIc)nhtudyrbeingiundertak~iYJln'"l6ANAb ~ouldfrn?'t 
be'i used'~ for t the £ purpose") bf d~t~j:mi iling uhf veriJa 1 0 s~rQic~ i sUbs'l<Ues 1 
without 'significat\t1rnodiflcaEi6n~'1 j(S~e')D19S:l12ioi6'-lAt:1jpager{28{JJO:f? 

Therefore v~ th{~:":developtn.~ntvofll the; pr6xYJcobtnmbdel r wi 1 lif teina 1)\'1 ih"l J 

the universal service proceeding •. \' H6wevei'j. thiB'rdbes~"6E pre'elUde! 
iil'! this 1 proi::eeding f thtPus~'/of~'coat·) it~fns""1fhat<"~may'lbEF'developed in 
OANAD.,-;fh J8,")') dp'll 're,l '{brL:frr-, 9£1-1 J'~'iltilf;~H oj 0Vf?d '{F;~! t?Hib~~):""'0'.fq 

<,:.;,' <,.1 J i1.:,The"riext (: iSSUe'f that w~i addrelJsi)is wl1ethe~jb}oreq6itHlg')~'i 
proxy cost study, we are indicating a predisposit{onfto Usihg'3a)o!,! 
voucher',; rnechanisin-; instead of jan i auct 16fi'.f mechani sm-; 'f 1ft D~9 5- 07 - 050, 
we propos~d)tlJat'{a vouchet,Jmechan'ism b(f'~U8~dsto ~r6'YldEPBUbBidil!s')b 
in high1cost! areas~of thErrstat~ i anditliat'·';aiV)a1.ll:ti6ri::filech~fiism·{be 18 

used)whert!theref~rd~nol~arri~~s~~illitlg{i6 Ond~Ytak~9~hti ~A~~i~~~6f 

last. resort (COLR)!obliglttion . \["1 W~jYe,&6gi\ized}sliowever I jtll~e bef6r~ 
either method is adopted, there must be some' underst:afidi"g!loVihb~;;fl_fJ 
much Hi C6st93to-jpi6vldEPa~rvic~ ,;'1 i (D'I95101~050 at£:page<1i9.) 

".~bl Of:> we:=:reset"~:~Ih~kingjanyJjudgmehtjcifi~thHPde6i8ion ti§?-EOIHH, 

whether the i~oudlier, or;( aucti3J\(m~chanl§h\::18hoind l)~o~lio§~n asrftfie 8fj 

preferredrmeth6d20fi'admirlisE~k'!ftg:JBUb9i~i~ij ~,oC.lii,gliO~8serlar~iiIl1wo'ii: 
if some combin~tion of. the two mechanisms should be used, such as 
conducting an auction but allowing custottlers to choose a provider 
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with a' ,vouoher,n ~RegaYd1aB'Br 'of;·:t1iollneoMfn{sm'·t:hattl \Je l 'eV(!ntuall\f)(lorf 
adopt, the proxy cost study will provide us with the cost . {~bo:): 

:inforrnatiol\>i bha-tdis' neceSEJat"y:'to';stal't-' up'rah ladMl'nl'sb't'abl ve 
.procedure ~for proViding' sUDsidie~1 to-.high)rblist ~aY-eas.f [,I} hi" J::>:, 11 ~n 

.~, ) \,.o{o'{\tlith' regard tor'how ~thepYoxY-:"C6Bbr fstudy] 'wi11q'-ff~-bt}the')!J . 

sma11i an'd' ;mid-lsized, LEes, jWe') conoHrded' 'lh, D\'95'L07:."050 i thatJ·the' ~)hYn 
intent'l)eh'ind pub1io;lJti1ities'\ cOde :§:·70~ :-5~(~)~ was/·to'" open) ill n~):~I 
telecO{rJn\micatiohS; irtarkets f tO~'coiopetibiohr'hO 'lal:er:! t-han"JilhullYy 'l~fi 
19971.d)IThis~ det~~mlnalioh 'was made' by ,ther LeyliJlat(fte)wh'en) it'1fi'~Jc'I:) 
passed, A)l!i360-6t i(StaUlt'es11994)') Chapl:er!·1-260) .1> r HO;!2- [ebr', yXO'!q ~)fiJ 

The BmalltiLEcs'cbmtnehted)th~t;;) thet"Vouoherl mechanii:imt and10 

the; p)::,o'xYJ cbst--: sU.ldf:sho\lld{'ori1Y. be)~iirfplernent'"ed'(fo~ thEfJ large and 

possibly) the1 mJ.d..!tii~ed'~LECB)l aildLt:hatc anytspeoffl<:Jl pY6poshlil forj the 
sma1'li Lgcs. shouldlaw~it) the·,resolutibn f ofJ l:h'EP i3'mall LECsl 'g'eifek'lll'H( 
l.-ate' cases}:or) i1ot{'l:>e,dtnplemenn~d a.tiIalll B'l.1 BG 0V.!'J<! bJuori? ')I.H,12T 

( • f. ,fIb! is' 'oui.lbeU,ef I that' a p>:oxy) C()st studrfshoUld)be1Jlv'l<);!­

developed, for- J a11-' of! Ca1ifornia,b and' hot) just-:·!orJ the territories 
of GTE 'California 'IncorpOrated) (otEO)il and 1 PAoifi'cf Bel~l[ c(PAcif,ic)\{:03 

If the proxy: cost.! ht0ge1?cah Accornmoda.te)diffei"~ntJ9'eographib)ahd,j(I 
cost (fabtors),thatC: are.!.repreBentativ~Of 'the. entire) st-at~ldthen,-{J ai) 

proxy ,costs)'for: the) entire') state caYl b~; developed 'alYl at:) the~ san\eT~} 
time. j,To <indlude~ .the') serVice) eer:r,itori(!s~ -of-.:' t}(~'\·smallhahdl'mid!. jr,jp, 

sized LEGs) iil\:this) proxy:' 'c6st·study fghould 'hot:LresultJin{"an i.t'Jidu'e',H> 

burden'"con'sideri ng~ the) nurhbe):: I be a.&<:::e'sB 'li hets-' that the· ... sma lIn afld J j a 
mid-sized, 'LEes) SerVe) st~tewide'. -:rt!'f 'th~~ 'lfmall"imdr inid~J;ized r'LECs-fdb 

not believe thab)'~hel proXy! cost:;, fn6delr1will'l adequat'ely~re£le¢tS thell' 
Cos,ts·,'r.\.Ie :wil1, 'cllloWl them'1 the ¢pt:ioh 6f.iproix,-sil1~anf Alternative 
proxy. 'costq'nOde~ i.~ i(See) b~ 95').0'1.;.050; r A~p1j'A~ 'Pt'bpo-sed( Rule 6~A15-1j) j 

The'Methodoloqy>'fob~the ProXY/,Cost study~1J -lo '{jiIldlB~!C)q ~'iiJ \~('e[ 

;-:s,~oq {[Jq !In~ 'orderr to{,init·iate'l ther'creat lbtl>rarid 1 (fe{ft!16pm~ntJofJa3lf j 
pr9xYi\~ost 6tudy-,,~ ~i t H}. YlecessarYI t6> e-stabl;ish? a'1 fra'mework:) ft-om as' .... 

. whichr.interested, part-les ~an)b\li'ld .10Su<:::11) a';!ra'l'n-eworkj wi118~jYable')J 
us to :structurej thedevelopmentjo£J the prbSc.yt·c~>,t;tnmod.el~Ai\dttd)~aF.d 
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/' 

hope!uJ1Y):L~pee~: uP·!~h~Ld~plgn,and! rnodeling~;of'l~he prOx.Y}lCQsb-, IU h.' 

model. L':c:'-) [dJ. (Ut~,· '.Hf !'·b.(VtYH! f i h-: '(LlJ.ia Juo:) Y;';'O"1.q 9i!J ,Jq,)ilt, 

::;'; ltD.! ~U8_Q\l.f~B.e.d ,~~r~~eJ"'i::' t,he, pr~xy:,costl mode 1-, 1 should Jolos-el~ 
reflect actual. ,~9sts ,wlthQl\t::h~vJJ\g) .to~ .d~vel~Pfal1'lofthe :c()dt,~datp 
ne.c:~ss,~..ryc t,(>rl.~~~t..:,~tudle~t.9f{_e.ac\t J.ndividual ,LEQ.Yf The' ;proxy cost 
model_'.8ho.ul.<lJ b,e 1 'J"epre.e~.nt<\t.i ''-0 <of( ___ the) cost, ,factors; .that; '-allllth-e- ri":\ 

LEes .~J)fql)j\~.er:) 9l\di,! d~i,ly_ »jlsi.~ .-)bThese:: .costnfacto,t'sJ inol~d~,-.t,butf i 
a1-·op9.t,.rJJg'li,t,~~! t~,Lth_e (t9lh>'wJ.tlg t-! t..e~rain.J p(>pulatdo'nt ,de'nsitY.-)0I!J.I 
climat~.:- Gh~l"ac.teTJej;..lq!J' t loop .~~ngth)and.technology'."h IOladdibion, 
the proxy model should. p,ei_9l>le}_t'9;_accp,unt~ fOX',hthe,:differing-. kinds'J 
of:, ,~_~r:vJ~.~.·, .~J·~<;lel ~e,099.\1nt~ted, .t.hro\lghout "the~' state-.c;,~, ~~ ;)d'l' 

('(If; 0p-!r,.Jn).Q_~ 9p_"i"~7.'r_O~OJ~te~ ~iecuss~dl{tlfe~ possi~ilityj.of. u.81ng1 the' 
C_Q~tL~tudj.~~.iPeJng: d.ey.e~op~d; in,_O~AD; fpr>-,ldent-!fyingl thet cpst'~o6q 
pr9YJQ.iJl~ b.~,si(: l3~rv.j.c.~iJor) u.uiy.ere~h·se):'vice: purposes~~ al1dr,thab';'J~ 

TSLRIC should serve as the (1l~a~ure :of1.costfq for"providing:·basio;J6-r 
servi,ce_· tQ,_t.eptge{\tJa~ 'p,\l_s,tqq$,rp! F, (See) p}:"opoB~d"Rule' 6 t.A. 3.) 

-'-;;-'1:.,_11 i!'The .C,¢~tfhl>ej.ng, developed, ,itlIOANAD··turnedout) to; hp.vo)'/~)b A 
seY~~~l( pro):>lem,sl fO):'1 ~st;irnat'in9-)t:he' cosb; of! basic servfce' )for~'thiB) ,., 
proc_~~dJJ1g F"1.fi:r.~tJf! OANltP.:co~t~:(; ~re) not .ae)geographical~yJ speoific'-
as th.Qs~tb~hlgJ~oIlt:eJllPJat~d in this-,procee9ing.'(i;Second,'1',OANAD -)<~OJ 

CO$t~, ar:~ I C9mP~PY ~$p~.citJp) and ,not app).icableltoJ.allt aYeas:rin ,,~he:q 
state._llnT.h!rd;LOANAP.r~oJJte].arejb~eedJ OR. TSLRIO~,w~iohr doe's ·not . 9:lf,' 

acc,Q.\I.J:ll .f9r :-r cOIJ1Ill9,tl.> i1nd;·.9ve_rh~a,d fos.te.J 8 Whi'~e) t\1e: OANAD costt b,v, in 

stu_(U.esE~Xe,; w.el.l ~,u."_te.d.;.f9~ j .. <;l~ntJfying; the t costs.).of( na'sio) network{ 

.f\1n9.tj..Qn~}:-; tbeYc.ar.e,i :les.s, s\li!:,~d.for ideht-ifying,thel coste 'of'd: 2 - hi ,'1 

pr9.Yi-dJ!19[ b9.a i f[ ~.e_:r_Y,j..c,e; f()~i ,Unj.Yetsal~ Seryice! purposes\ (,v911 sJ .Jon 

~jV I jErt} J!1.~ _thej c.~n!=sl,~hat '~edJ \lpt61 Dl·95 ... 07.,.050,1 and dur.ing!o:) 
th~.! t ..... ~l pp.nel~).h~$lfJng ~I)t()-l \loiyersalo set'vice;-o'n Sept:ember--.,29,'{xO'1q 

1995, the possibility of. usJ'pgt~,P:t:O~YU:~Q.~LI!l¢(lel)~fQP.!'~~~Jm~~JngJtJt: 

the.j c9§tJ.<>f-;l?J'PYl9:Jnglbaej.cJ»eTyic~J fOI\; lu'liYersalr der-vice purpOses 
was X§li!le_Qj')-,~·J$_~~) ~I 9,~r.o.7f_050.) atj p~'l.491:)4) R JI". 5?5,..:~18t') j'A" prpxyiq 
cO~¥J~eli ~,t;JtJY\~.t~s-, the, c.O,s.t~of, pioviding basio;~ervicer!tt)f anf'area 
base~tJ9n::).t;.be!c;Jun;a~.t;:~J'i~t-j.~~ 9fJ that1,<lre~) f such as} population 0.:1 ;:w 
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·density, (cjistancs\to'.t}1e ihearest :wird· center ~and-;J:.~rraiiy. A l>X'OXY 
. cost; [{!Odel,has, the :advantage i 'of~·aJ.).owihg ;a·,greatHdeal((of~ geOgraphio 
epeoificitY.I;beihg ,indepen$lehb, of· a··particular. 'cornpa'ny·'s (costal 'and 
incorporating rall,fcosts ,incl\iding .common' 'artd':ov~rh~ad' c6:Sl:fs so -c\? <.l 

The benchmark cost model (BCM) sponsored, by IUS 'West}) 0fLJ 

NYNEX, sprint, alJ.d IMCI~:fo'r"us-e ,~t',t)1e' ~ederall Commun'ications 
commission may serve as an example of what a ~~b~V~ost model for 
this proceeding shou.ld ·look'li},-e'.~II·Howeveri, tit ;isl·ou·r understanding 

that the BCM may ~~tl fi~) ~~qJll~!j~elEi~HP~:.,:fifl"'r uap .f:, i'1.tliH~" f1SLRIC model 
because the BCM includes accounts for all expenses, including 
overhead. Whether or not the prox}prc~lt:Hindd~11 &;\f~1~ped fot' use -in 

this proceeding sho.uld, ;inolud~"sQ.me'rfactor"to)'account for overhead 
costs, and whether TSLRIC is the appropriat~\~li~\[tb place 6n the 
proxy cost modelJ~-are"isBues~ ... tl@tl"·need to' be 'addi"es'sed dr'l the 

workshops. ,)j{;r b~}HHlC.C<1 '10 j6.f) )0 ~:~(()d:) ·"l·.):;oJeH~ 0 

The BCM may also serve as a useful starting point in the 

workshops for developi'~~}f~i~~:hP,r<g~Y\"R?tI~~Yl"fW~}J ~Rr,.s~~i~9rnia. The 
advantages of using the BCM to facilitate the development of the 
proxy cost model are as' lfbllb\.t~:\. sb1rik?'(jt thE? pa"ftl(;-~l ai~ already 
familiar with the BCM; it: dSI in r the;·publi~n domain'p'lt pt"oduces cost 

estimates at,,~h~18~P~JlIs1(fl~?q~.1 ~f,?.P_P:)~J\£~WJ ~M~:tYrJ ;~A"F0\9a,\} generate 
costs estimates fOr the entire state~-1'not:)dust.),tbe' territory of a 
single LEC; it Irecqgn~~.es thee .toW9r~phyjl0f' th~..> .~.Xi.Atit\g public 

)!JH i.-db 2!"L)JV.1-.ld "'1,-:51> ,F. rr uJ· c.<.~J-',\ ". 

switched telephone network; and It develops costs'based on today'~ 

placement of technolggv ., )... f f '. 1 . -l 0 
HOI.:1I;r:-'·J,fJlll. -ro l?ff!)I.:JO ( '3~i ~;;;r ... -9i''''' 0 

At _the! .lHiq6),ti,!l1e':thef BCM: hasy·some-:. problems~ that need to 
v r i(l.1ti"(."l.'ll>fiILf h:-t:V:Pfl . .i· ~~t'-H'fb "1()1 

be wO:,ked out. ,t!o~"e.irJkjl?lt-?fs9'f8:,? rc.fj0-t9 ;,r~T~!.~JWJ1~ses and 
strengths of the BCM, and, if appropriate, develop a proxy cost 

model patterned itter"" fll!:~qr:~~g5T~1fJP( :t}rO&gfM~?~S,o interested 
parties may file a position paper on the BCM outlining any concerl'lS­
that parties rncfY';ffit.'V"~<) bv~r'{~";~1b~fIhg''")k.c~¥bxcy1 c~1;P~e1 based upon 

the BCM, and ~he advantages and disadvantages of using a similar 
type of model. 
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'.:;.;.) I~I J\ ,lihat<',type'lo,f 'costs do :we _wanti,~the jproxy~~el~ ito .~~tle'ct1 
, He:, waJ)t 'C\.' proxy,~that,~8qowB ettie" approxima.te' (costs ~of· pro'vfdit1g b'adia 
'ae).-vice,lto 'l"eL8id~ntial~ 'Customers in, all>iparJa rof lttia \'stC\t'e~l)ttl !",!,: 
D. 9S·07.-J)SOo we ~prop6Bed,that the tbasid' service 'defintt·io'n '!I\olude 
the f9110wing '~lement8P(p (~')EI) (9DC-l j;C;{.O ;\'lBcld:~·w'd ~lrlT 

(](I)i _0.') AcceSBI to.-single,parby docal)exchiu\ge ,jlfl-rq2 ,X~!;W~~ 
\ - . servi~el j' ~ I . . . T) l\.'! 1"';:":-:' .:1 BO::' '(X<)!' f; £'fl',,' 10 D q'[':{!:'. Hi, ur, DV!:n) '{L"lJ nO,(eB [(',:0, 

Pi! dnt'ua 1~~·b_o~ 'Acces's ,fo ~ntereXchange" 'Carri'eislwria (lIt I b69':>O'fq n rrI j 

f ')b~'l ')l}~ [21;' "1ili~iYi{y Yo ·i5Iace·'(~ti(f1.1l~ei\?e') d1li.l~P ,{G.!} t·nn orlJ JHU 

t>fllbHI:>ftl ,H("HP,qX9 lIs 't01 nj{!uo:.>?.i3 e9b(d~)111 ;·j')H9r{j OBlJf,')t)d 

iff ~"~lf '101 t?.:,-C{JPJ!R-fl) tP~'l~J:,~.HftJJJlgl,-,:o'.1q !JIij jon 'W '19r{JsrlN . fJf;on l!)'/O 

i)i;'='fh~vOl'O--' Free)'acaess', tO J .e1nergencYJlservides·,oJia pni h09:)O·lQ 8.r liJ 
~d; flO 0'lfdq J}l/!)~?f>ltll!),jF,l,tqo-.!qqb 9c{j aj :)UU?T '1sdJsc{',,' bfls ,8J80,:) 

':Hl J ff 0 b'Lifeli'ne -rAte) for,.eligibleqlUs·ton'lers;~9f:::.rn J80::) X;'W'lq 

o CUstomer choice of flat or measu-red rate . ;~qofin;ho'd 
'.fJ fic JI!!C'! ~~ervice; fu19211 !.' <~" 9VT)? 03ff; '{C,"! !~JU 9IiT 

",L' . r :n).,o'! k66es'11 tB)f(fire:rt:bi-Y·~1i11a.sY~-hJM~fciOJ:W0h ':F~l nqode~'i(i'd A 
".i.: -L: In'='~<Iof~.'l:)h ~H{j 9j6JiJ.i:'J!:,1 oj :·1)-1 91U pnbnr 10 n rJl,?f;JI1t;VOG • 

'{DF3'! I f) .?{ i, "?~PfP6,19)lflj dAr~f:t:?IY! ;t~t;JJtA~JJ ;'~I:; r,-{(; 1 :)D;r;J J30:.> '{X IY1Q 

i,.j:) ;~~"JubC)oJ Acc~sst6)operat9r·services;Li: ;;'::):i ~'i{j dJhJ '!hrIcc};) 

'. j ,:,1 ')rl~;J) fI G'V' 1. r ,J rt,vndfe i Di'l')} l'JIi"J"! P ~)~:.')o r d l''','Ieu9::-it3f{j d'j f) 3::>1,-, -1 i J 2. n -- . -~o 01ce g~a connec~ on' ~O ~b lC sw cHe 
f, 10 ,{!oj j '{ ! telephone, petwor)qJJ" ') 0 ~ .. d -'n" ')f{j "iO) 891Em1 Jao ajGo:) 

')[ Cdt:q f{)'1i J\c~eSfr't'b ifii6¥¥Al'16K)1e"'l!tAC!i~'diHf;r1l1{o 11' ;:X{J ~Ie[li:a 
:::'\,f;LoJ flO Lu services I nq019'1:'!b Jr t .. :r- ,:{!O'dj9f1 ':H!otfq~Iaj b~)[bjiHa 

o one-time free blocking for in'f3i-9la1fi'b"1.pJ 10 jfJ9',1::-0o fq 
oj L~y~n j£;lij servH::esI and; oneT,ti:tfiel bi-lling': Adjuatme~t ~fA 

iJllf. a');~'!rIl~:riI~! ~t¥r~k~r\~~~~~1{I~{Wo{r~trd; .. jiJO b9;i~{0"N !:d 
j2.0''j yxo-Hl (, qof~v~,b ,,:)jG,hqO-£qqfi 11 \hff.& .;-.'r)!] !Jllj 10 erljef1:)"! Ja 

r':JJe~n S.J111 0, a~~ifu;.~01i~1(i~h~8~cM!~~)~~~~r{cp~jlJt b~HnQjj£q r ebo-l 

8CI1:9:)(10::' '{HI) EniulJJuo r·DS odj rio ':l9qSq noijieoq » sIll '(Em e~;l.:1'.rf)q 

[l.;.qtJ b 3 a Ed Pn b~~CJj9') t~.:!)}l(fltfCe.wJJP.Y1 JWY1 ltJeJ>J1RP.ef.,h 8 G i j-x f3q j fir{:1 

-H;{lrlf2. G r~ni<-w 10 8!)~EJ{H;vbfitdb hfl6 8GI:?f)jf1f)vb»'nfij baG ,r.nll 9rf1 

.lnbo:r. 10 nqyJ 
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')11.1 j,>,QJ .ft"~_~19C!;Q$~ t91gl)O~0{tI_QtH'Jervi<:e9forl0 D',·O? 

2 ;~,.iti '1~J~I~~t·~~rm1~~~8~~J~~reia~!~~i'§i~~~~«~R?';10 ib} 20[m 
:IT ~,.",~rHd);>J.1I,_,!nqoh:ie~t'B IJl,dll\,' luLl 0lJPlf; '{~'fiT .W.fc.'.~,OjBlI·J 

:'H:o:iq Alm3s't, i ali bf thEPpa~tieh ltilib'ffil~a aiMf1{n§ c6!1\ii\aRt389ri 
j 

agreed~ wlth'! t1;~ (l)'a'sllt set.&lde aefit\lti3nneR(ie<)WadB~~op6~~d lrll V'f9B 

D. 95-" 0') -()so<~ f TheY 3hlSl!in~5oS:'\~lrea~~bf'jdi3&§rE!eMJne::,~§~olhg np~8p6s~a 
re41Hi"em'ent lha:t J tR~ cUh£ofderr;hav«PEh~I\~H3iJg 6fOfril€aoi1!Mggsi1¥kah 

ratW'i;~ivid~f!,1 -Acc3" c~llulal'-(ICbmmufH8atI6rts~jJ{:ina! j'(MeCaw) 
~oiMleht~d c th~fYHle p~3Poseddiure;>t()j pi16vl<ie JiiOfl!lri ~aeJd~tii1rfldle~a 

-' local-'-! cihliBg r 6pt i6i\f'tlourd')aifi~aviine~gence~ffa'in >ic~frrt1t'8(j~h6 r 9~1 n!~ 
) pt-ov id~;' basta j BeY~ Ice lbhEan Jl>€l1ei'0tt{dno t. rat Prat~08Rarge~I>J(!rP/l f} 0 j 

NationAl ~t:0ali.rI\~8mm~nEea~EfiA€ LlMan91ol2th~-1 sMafi ?£gc8(tcSlll?~e8Hfy 10 

flat rate service, and that it would cost thelr('M~i~ffto~,;Sff&tl' Jtwn 

measht-ed::>~ate j servI6e-!~ 9tlaclficl'HelI~qea i tflafPthEr-'cdltWfssion 
should:;al16\.PEhe1iihaik8t £69d§te~ide ffiJ2tYI5t1(J6lPprrcfR~ g-RJqJa~gi? 
'that~fihoUld:BtPoff6rea?gift8ei'ReW prlcingFJt'i'Uc£'Jr~'sPm~}i!;Em&j9J!)b{la 
comp~ tiE i ~~cn\a'iRe€ F' ) C) "i 0 rI J <~ 1:, ,)vi~',~ ( ,~ .. \;.;~)) 2 V.'! {; \' hI j~; ~ r 1 r q (,;-1 elY,)!? 

-~-. ~- l.-') i-'AtFthitr}junatut!i!~·iw~ildo ,Rot [Ha~e ~eof'i~'i;'ol\iJf'!hiit0J fbilhl 

disAgreeirtetH:r1withr~tfi~ 6asl'(FBgrvrciFdefihft{b'n'~I-f fa9t!EUi'di'fwtd~~f' [ 10 

beli~ve'-· tliiU3 tliEr'~'prb~}l cose'.Rode'i l3fin !biF·tJt~iJ.)llt\t';~'d jiR~ii{jtiirsf.tl "a-~F 
c tliat:nincliid~s'f~nJf~>cclludes (ihJS'e ei6mJnfiJ f8:':'the -Jrn6dEh :<;)PTha£lffil;-d 
one mOdel I coUldaifialud~ ftle' i d6'se-!cftiisbc1"atJd;.;rffi I8fferl'i1it""bSth jfTat 
afid;'meaEtu~ed-!r~€eOseivrcepa'An°iiltJt'h'Atr.Je m&i&f'Hc-06floiXJr,yciiF lrAt 
rafeJsePVI~e~t bilf.t'~xcl\ldiFtRellrlJd~lrr\g J6fYrf;~a~re'dJ'r~'eJvsGi!Jl~d?fiJ 
The commissi3fi~'could("€ilen'>dJc{ci~ itf.'f'a 'fAt'at dat't5,f~R[;f.h~t('t'fi8!1e ')"fe-" 

servicer:el~m~i1tiPin <jUtfiltI'ort ifdi&ifd 6EifTii!dlU'd~d 18rc'Roerf{rt deriving 
the ':'subs:ld9 E fb1l:::11 19h ::'l<56S't' A.r~aJ ~:no f j iE.H-,-j j ,:;,{::f ~n G ,<]~~\fl::> 10 br.~JJ'Hd 

Lr:;; ,-,dT .bs·"Jo1l~~~1 ')1'f. tUeco r!'~}~-fcr '3ffJ 10 flaiJfwoJ"Jfi ri:-.dfi· .... • ol 

o)r,nul~J:O(0 (r,rjj:)F" 9JiJ -JO ~n!)JII:):) -:n:j:..., JBrU -!9h),tq u')]cI b~)".t3-b.£r.1 on., 

.12 HICP lNaiicSfliil!'efciil ~~;"Tf'efer8 ::-~Jjfh8 foffb\irWg' ~Wt!'e!Ws ?clCpn:nB 
s~~t~~ma!t:~~yqn!fA'J:~lep.bQQ,~(,<;?JPPciQ~r,c,.Qtg5.W~flt LCQa_~t' jI~co-r-porat:~-d, enj 
Kerman Telephone Company P1nnacles Telep'~9ne C~pany t~e Siskiy,ou 
Telep){dn6.1Con{pafiyptTiI61\.trfuiii'~erepn8nJf'con{pahYf~land TH~)VOrcGJdw '10 

Tel~pl)oJ}~ 1CQi!\P~l}y !)er:.":f~vi, S!Lt jnU ,:>Id h36~1 ~nfi eD~r) no 098r,d aA8D 



Some Ofl the)c6tru1'1~"tifi~~~arti~6 al~o')8tat'e9 that the 
'If) ( 'c. 'l r , ') fi ;:)'") 1 v 1 ~H3 \?:',,: (I J IJr'd ~ rjOl ir>(~r{o:) 0 l. 

subsidies \ ~niJ}!g~'i~*,fJ~~a5~f!} j~UO~Mh CJAR~rJt99 Y._9~·/p,,<~·dness 
customers. They argue that without subBldl~a·lt:oq)t.nHnesBe8 in 

thes~ jftr.~.a~~ ell }f\~~~ ~~flP~r~~y ;\0 l~l]~qCR,~~ ,?,( Pil.~i9r1S,~~.~phone 
serviR' }it.~t:/~~~,~s~ d~e~¥ft~n'1~Y3"~tt ~n~ ~'9t'!t)file~r9~11~51I\i~r~cl.~~ ~\lP~ 
p.~~~n~fj~e~: l~o£~te~(J~q:-)~Hl~~n j Ar~ABA.r(lh~,~~~~P~f.~SY~.Jl\ r~~~§_ ~9U~~. (1 

d~:~ ~~LRB~i~8s~~1l ]0"1S B!jt;H5atIi~r~~~;ia«S9~g~D9 ~Rj t!t~11! . ~.~~\l'!l~P,~lh·j 
( .. ;t~~~b¥i~9n\h~ 8f.~~~6~wfl .. ~e,~IJU~f5~dr~~9 !P91.J.E!, t~~.:,¥y9§!dy Jgf 

R'd~}WIEt~~8 iJ~lJ j~ qi~b 1 <to~t :~.fl;r~~'lq i~ J s~Tf1~hhrH'J~b~~ ~P.9u!g.i I)e.-J ~~~!)IJ1j~9 
as wel~}r\~n8~l)T·1'1?,~k~l}~Il~,:8n<)~b9d~~2~Y.i:B6tl.~l,!99,d~!1 jqhl~n9l:1g)bW~n~9l)t 
to enc~'3rcl~~p~S;RqoIB~~h9~?,~~hothliO'l~hgHtf1£a~~£g5~~~!"2 t9~?f9s~bi(J\pC}~t 
of ./n\~s~ca! ~tP~J!?,~s!<I f:p;~rY;~sefJof~l1 fo~u~!nE1sf'l.~~fI !n.:!)~9J:t f SO!}t; ?X~9{J J cH 

must a'~83.Beo~n~\¥,z,e~~"fU J20:) bI !fO· ... · J 1 JEff:; brr& ,!)'Jl'ri~'a !)j fd Jr,Il 

,I,)j 2 f1~o~.lJa~Ji~s~'!~Jin:-'~~J1iyq'1u!:!tj~ ::>tJle p~g?5y,/c;g~t:,tf.9<Je!.,) ~§i~ t9.1 
d,~~~tmtW~ th«t::,~1.~litl.ph~~ ~lS!.~~ ?~ l~.lHL~f,e~fj ~b~'rr;~hqJlpr~?5-Y (£O~~IJC,Jh1 

. m~~~e!,p~~.;~u~P.Rs~(;Lt~ ~)~.Ill~tal?~ i) i ~'l ~!,~5 ~g7.1Q5P,~'·Jwq1prgpo§~£t,;~ha!/~J{l}e 
geographic study areas (GSAs) serve as the refe~~O~~I.PO!9~~1~~~m~:) 4t 
which co~~ il9a~J~ t£P\.\\.d(}?e<_,<!~r.i~~~, c~nq .. t~~'iL~IJ~LJ~e~~~ma~~d carrier 
of las~~,.r~~l<?~'~ J~f1 r~~,~~E£~i:'l?f.s~.!,y~ }>,~S~(L~~m ~m~St:~i jlh~~,:,qg9l~ip'J;lb 
a~.~,~. J??:?I?;?I~e~ it\l}~,~ uS~y~ J~et~e fl<;\~' ttq~c·G;S~~k.:; ~~g~qweF.~ P!~po§~g j Ev{ 
b~W~u~W.n~he};' l?/?~elr ~'~l~e~Vl ~,l)i\t·~V;~ ~~t~~iy~!y J ~.~~l!(I~n_;~j,t;~tf1<!n(ld{1je 
,<;:~~t .ttJ?'ls~,fi,{Ei 9~~~)i~~q~}?~};''l~t,~~~r~ 8"'.~tlJ~JI) ~h~ I~ft<}sf}iJhgyI4D~~'1 ~)(lO 
,f,~\a~Jy,Ef!i !h?l~?~~rtE1~V~" ~,~'1 ::.;~~<!~~\~n!rI\CB~~h¥~!~,:p!:~t.~rf~(Ll?~~~u~~j) 
th~~}'i~~~'8v-i.,~'t,E1d t~J~ IJ~f)!}ay ·(?f t~YlY<?~\!~f1:g 9f.?'~~.L~Y~J:~g!ng l?~t:,V~~~L tb~ E .. :f 
more C!~.r.~~e~~i.~RV,l~~~)~, ~~,~~!}, ."cl1)f}, ~;hq :J~,~,s~<J~~n~ql}~!:e~~, t ~~8 if,. -:;0:) :HIT 

:'11! 'I i: -lsb [1~h~o?pel~i~~.[fiR~~nt~ t~£~Jj.i~,f6g Jt:.l}~~ w!r~jH~~~~!s!.C).rv i~IB 
instead of CBGs, are the tradition~!i~qs\ ~Ye!,c~~lgeqgJial?higd~.f~~~j 
in which accounting of tha LEe's costs are performed. The small 
and mid-sized LEes prefer that wire centers or the actual exchange 

area~:J>~ a'tll~}l i/l~ ~}Nl-wQ.~1i01 ~~gi~Ac b~'1q~qTE<; l£OI9rne1}t,f!.gl!n~f~yor--Q.f­
the ,eBGs ;~o(!I'he J Oi visi6'n -J6f~''Rae-epaye'r-(Aqvo6af4g9 (ORArf1(a~or.Q £tl16 :.tuKe . 

LClf .r.;.·:rd B !31P .~ft60010·1 $noJf~!)I ~)l ~:'d. ::>GfHl.lq • \(fI F..qri.a'J !HIOnq919T flF..f.ll!}/l ° . wb~l1.,~q"6~t~1llfl· "l'~lr>t. '~if~~~~.C}!,n J~'~~l(i~Ji~lL~~,~h/:H~nl ~~tHltt:1::~t~nt.h{\~ 1 ~)T 
GSAs based on CBGs are feasible, that the averageY(!6sf"s'Jf6:PcdsaJDT 
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within a.}w!r~;lC€}nter lare comparable')tot th'~ cost tf"6f 1 aV\.pire'fcentt!th 
as a ,whole f'~and'1that :JtherES ate JcorrJn6t1; {fiputi:lfito()bothfthEf:-~r6~yjc8at 
modol ~tmd theFO~AD:-,cost - studls~'i'"J!'B ~:,'l Vf0c' I '~!'-("V i no -1'01 e;dbI1u1 

(» <- ',I j 8 It jis:' our belle(c: that a ipt'oxy.)¢ostrftnodelftlasedP6n rC9G~ fi) 
will,(x:esult!,iri 'more'accurato"'-approxlrnatiot'ls,:!of;'tost jdui'h§ ifn1hilel~~ 

the GSA-'-area~f)the'fl.es9 averagingvof J data''':wiill}j~8:iequifedlt !c1\s~f6P 
DRA' s q6ncernsl (we'"believe ~ that2some }so)tt"Of"'v~rificat'iot\ ~of'''lhe!)"l" 
results'.of(tlie(proxy l~ost: m6dl!l;-:tqf'<lotual >cO§td i s h601'd t'a)(elr~raJe? 
This is to ensure that the proxy cost model does!:'ri.6ti PoV'4ist?a.t6 1"6r E 

understate Ithe ~amount' Iof.! subsidy(~r~·qUired·;'(6rf'hlg~Ve6st:~·'area9. Thl! 
wQrkahopsr.ol\ th~rprox,/ c6st:rmodeN'8hould::addt'eBs~liowJthi's<~tYi5'df'ofb 
verification ~W'i'11)loccurivrAccordirigly? the: pr6x1\'l:6st:('n\6d~r~Bflal'1{j 
uso\CBGs ~tofderivei:the. \cost""data ~ i bor, • ~:qof{n;'-io''''' 9j{J ·1.9VO !)[d.u~)"'(q 

DeterminiIi(hsubsi'dy-1urlOun-t'a ,(H Ihs~:JO'HI ~~ [Ii j oj b~!1!? reuf. 9pbJJu· .. :j),J 

;: i' ,..'..-ru J'.'j; .fIn determinin'g- what-i the subsid}haIfi6un~-rB)j6ui.d \lfu ff6tH high 
cos_to ,-areas, j the' c.Commission i"alsor'n'eeds ~to :(!Orrsider[ th€~l'eVerhie'9'J-th11t 
the LEes receive ,(rom ,basic-(se_rvice i~G~These-'reV'liriU'esc~Hl'l flHHp l.fd'l 
t,o _ determine '; (1){ J how ~ rriu'ch (.the' >subsidy, sho\)l<1 ~ be (;i if: hi:gl{'cost areas; 
and (2) the,.le'velat. wnich ,the behchrnark'pr.ice-~foi -lJasi<f'se\.-v'lce on 
should ibe set. ~! !Thus,; in' additiCm ,to -toe' developme"tltf ()f)~a1tpr6xy f ~L1 
cost ,model,.' ,_the ,Corrimiss.iori wi11'j need itO', gather. <::i"£6rmat-i6W 'l~om'(tlie 
LEes regarding. the revenues.<generat€d <fromt'th~'c'sa1e-'bf~ basio~J-:'Ja Hi. 

serviC{_es. '0 !This ·:should ·inolud.e ~tlie' tal"lffed rYa't-e ::f6rL 'fUit! 01:"">:.1 [q;T)i 

measured rate service, plus the' 'end u~·erf'coffifrion"'lii1e/-'(EtfaLPf&h"'cu(g,,(et. 
Whether or not additional sources of revenues need to be considered 
to offset the subsidy amount can be addressed in the workshops as 
well. The workshops will work out the details 6£ what in,formation_ 
shclll'~}je/j-J\rn':~ rd'd ra1tJ~'-~l :t'ha¥l~i")Y;bt-ni:ly({i <:) ~ ~e<;'\' ~60J::J~)!)P; ( 

ENO l.~~PnlO::> '10 nO~J:PHm_t iUl 'ttl "..-nll .Ll1btd 'iR,'!'<jdJ~" .~J..dy.~J bY(d) 
LtJl~!,X~~P<lndent"LB(ls> to:,_this:proceeding-o.:hc.-.r i b DflOr{q~).f9j b~}lllr:B£f~ 

• W3 i '! 0 j 11e£ Hbte&r{w 'ftobt~o~iej 1.yr!ri #» .?Q'SI~nr7i!'O~bfI :t1.~ 9.~j 10. ~ '1 Jiq c? 
n:WB 10 Jn~1::lho<.) Oflh n:H,J.i ~JrJ vd'h l.'f .. d <,.~t!~i-nf1J. ~PJ ptllbuIorr.r 

deterl\1,i.nj.ngtltJ(ehSubs'idy.:,for ,high: 'cost) ayeas1,6rl.t ·1n19lit~ be",?I1! B (j-!!)Vbfi 

~lPr. rf .. rt~frl '"'(fi;!l.- %"111 h-V '}<"\1- /{j hI 8<tef[!)CJ..X...<l h.f1£.39UQ9V9-.t: "l9b.r B f10~ 
affJ6oFrpffifr8pn1f~ej"8~ 10 cfDJ{)JlLhr11t¥J ~~dL§h':fvt1!.? it~!tl tR~ S9j\lg\J.9p~i..~mI 
to consider thel!re'venue~(fandLexp~nses 'asSodiate1i :-Wit\i'tele'ph'bne -to} 

- 1·1 <;"I -
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d~~~R~<>.ry-l~Q.v~rtistl)g. 'j p~ci f iC-2¢ommef}ted inrdts topeninfJ-olcomrn.entiJ ': 
th~t,\Y~~~O\'i,<pag9-:~ey~nuf)f)_1~hould notc-·be targetediasf_'al;soufcd· ... ·of Hr, 

funding for universal service subsidies :;_~ An::analyals:-df §~1'12~<i2.'·; 

(a).;~~gg~S~fJ:,t.bat, __ fHl.O.hHLreyJ.cw lis appropriate when~itjis time to 
cqn~'~e~ ~~tabl~~htng~th~~rate$xfo~q8ervices~other~th6njfeleph66'~ 

dJl:e~~~rYf <!.<!V~ft:~s!ng t~ t'., We-=:bel1ev~dt~at !.:,i t ia ~pren\ature-1 to.L\8D 9:!J 

re~t~w ;y.e~JQ~fP~ge1:rf)V~nUetk{\t~thi8 Jtime :-:sirtde<we;,al;"er merely e' NW 

~aJ9.l!la~lt)g ~l)~t:.'-:8if.:~J)y, f QUQsidy ~should be (-9i xen'lt,.()diighccoSt.UR';),( 
ax:.~.a~ ... .9J:~.~hE)(..s1;~~ef.:<:>()b I~hc • .lee:> YX'Yl'!')IU .1;;.rU !)"UJ811'l oj a1 :ddT 

. iT . 2 E-<ylfJ'l~<-.~l)vs..~i9.Jht:hei.wo~k~hoPfl.ias··a <device Ltof.fadilitato·lthou 
d~y,etQ~IJttr.Qf .. "the [PtQxYfcc(>str(U'iOdel~·c-As ,>in t,he :QANAD proc¢.edltigp' 
tl}~ i .. C.Q!Ml~fH~~~1J<_~gV\~_Qt:~ {lnd G<?ffipl·iance -Diyisiono«UiCD) [st:aff·jw-ill,v 
preside over the workshops, and if fnecessaryp(the\Admln!strliEivoal1 
Law ~lidge assigned to this proceeding. vr.h~! .. ~Q(ksli.opsJ).lill(J:)e:!gj ... ~)q 
1,·e.9pr,4~ .. d J;l,y f..~ t <;9.u_rvr:~epOrtter f';( as ne'eded ,h~ 'f ... his jformal, strructure is 
4~pig~~Q., ~Q ':,f<;x:,\!s "lth~ ~ p,at'ties L¢n ~ the <-issues F' accompli'sh ,the'j tasks;) 
tl).~.t (!te.~~ ~l;~$_oJ,.\lttQn,y',and-.:epeed '"-the process ralong. '3'1 I C,)C'l "n:-u ~)ti.1 

~; ",", J~ .1 cc ... .:...W$;t~~.c<;>gnize f tlhati, sqme tof,~the' parties (may !f.eelr ithatJ, they 
do .nqt:·ha:yeJ.s ... tJf..,fi,~lel1~·!.r..e,sO).lX'ce·s itO' cover;'al-l' the rrehited j (~l bnc 

tele8~}lll,i~<1ti ... Qns.(;i_I!f!l\e$ that (a,re,t..before UB i.n I.this· and other r:(:(h 

prp<;:~~stiJ}gS"1f J{Q~~~eX:-n;~S Lweha'leJ not"e'd- io' 'previotis :deciEii6ns, :and 
in stat .. ~.fIl~n.ts..J1la,q~_J)Y'I~a~io_t\s LCommiss.\oners,')'_we are' qorririlitt..ed t6:'Ll 

implemenJiJJ.g .. "tll~s_e :...~_ba_ng~$.. -'In.& titnelYJ:nfamier,.futThe : following 118:,a 

tJl~:I~~.he4!l1~ th~~ :..we"(..int .. ~nd , ... to fol-low·."""! ~w fq • ~njV".fr~:, ::t...if;'f b!)iU'~J,5;"'] 

;, :.n:":) r .! rUJJ '.d C'.l b 'J ')H ~~ '; Ifii :)'L) -1 ) 0 .» ::-n: i!=',~ ! f:. flO 1 J if.'£) t, Jon 'fO J 9lU Dil:'l 

~:,:. Gq(,{hd!o,~' ~:d:i or .b928cnf~hr) -::d fU:e'.) JfIUO""F; '{bladli<.; :':J[{1 j9::!110 oj 

;rr,j1",_',--,-n1ni 1Brl''''''' 10 aIlr:..:)ab !:l[{j juo :-:'-1'-:;",; lIh·; <H10fl8;-{"JO',1 9riT . [f9',: 
3 section 728.2 (a). reads: "Except ~fJ provided (in s»bdi vision rf 

(b)··~d th1l) ~brr.misBi6hi s}{al1.'):h~V~(nn~ fjuVi!idic"Eiorljl~h-' vdb\t'tfor o~t~-f' e 
classi f ied telephone dlrectorJe's )~orJ(co!Mle'rciali advertis-i'n~f(Jtroltfdea 
as part of the ~9rppJrat~onl~,~lpha~etif<alut~leppon~(~~~ect6rieB, 
including tl{e bHargefr-tdr~ana" tli~ 'foi.~ <Mila' dnitene o~ such 
advertisingl:i ~JSP~Pt. ~t_ha,t]j~htlJ commisaJoh 'ahal)) ;inveatigat,el ~ab~d!"t9jflb 
consider reve~ues and expepses.with feg~rn to the .Ac~~pt~nce .• ~nd 
pubtic~tT6h "Of) sUbb ~dv\:;rtisiJi?j) tbV p\.rPBi;~ll Jbf)~sl:1ltilislii1tg~a't~alf' 
for9.tJ\~ .. r.::d:;.FJ'"-,:S-_C~;3 i9..ft~): ... e~~:bby ~t.elepponEiJ.c()rporations\!(tJ 'l9bieHo::) oj 

- 12 ;-1 • 
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1 noo :p_~~~ml?e~ l~9. ,-").:1.~'5 ')c[j ,2 .Mailing (of ~workshbp f agenda. 

:)IU:Jcinlla'r~"51,n 1'96 9[DIJr, ',:F:. 'pfliriff-b'f' W~'ltiJW{~h<P~1> 6W b~Wc\t~~i-k 
F" I. {·)d }(,l! Hoi .IF·' l' •• lr!l bn.-, tcost.rmOdeh 0Q'X" ~,dj ~.:'(d!,n~n r;LfI (l1r1' 

, !(Fll',1 JcUiuary (1'6 ~'2'6, '19(9~)S\[i:)8 W6ik1iho1!~1 {B'.P rthlr d'e\rJY~i5hf~'h~ ~ri'd'tI j 
': , :>'.':,1 lbr,' oj lh In",,' ,T t '{f>"~' t-, 21discu·ssion,-of1Ithel.proxYJcosh1rt"lddel\[ 

( FeorU1i.yy . 2 ,:~ {19'9Er':) 1 fI [F." : J)turl1-hgr ~~gatidl1i~f p\Pox\p°<foJe irt1:ld~~Ji1 ') 
- framewot'ki .!.depbifidab.ibn1,ofl1 :t9CV':;>::l . 

- contested universalfi£f-riR~.} flP.ttfiP..!'J 
and scheduling details.-·- J12. - ..... 

l~'d hI"'!.::) !.rfJ 10 .Jql~'J:n ;)tl1 "ELf1» Jr,dJ b!3jOIl 020":rO-ce,o .1 

. j!~ff<}}~ffY!llO.-}~~{1r~9,~Ji'l !~fdPr~J-fR.P.Pi}u '1~~~t.~.r3Rf ~~fJ ~'<\~~t">~,:;~o:> 
10) n'J..F.~,!>nla.rYf~3b 1~"9~101 ~Iij S~tatus}updat'e} om hiod~lhi.g··,progt-eiHnh 

March 25-April5, -1'996:' kVl.'de{lli!r!r}il H~~~lfi~~~al:~s!)'i-~1J1'f.~e~{J 
(<1 hAJ9'3I1 01 a~d bUj8 J~'_'.Y) e,'1lifo~~ alb cbntes'ted, universal service 

'.J::>l '1'( ~}2. I sa".!:'IV lit u ;; .:.to ~:.,~f~f·Vrsx [-:<; 1 j f!(,') flO (," 2 (C' -·:c.:) ~Jd J j f)ri J 

April 51 199~.·!(")t j 1 J:::<F'(n Recsults.:off proky} cost-')modeH avai'lable 
'.: :.~d J it! CJ_!t-,Jn C;J ,\:J [[wJ 1CL~.p lN1J. 141;\folJIljl~P~ g~5};t~fJ~.~[ co~pleted. 

"'.- f,-'~~~}\ Apri~1,~9ti11~~§ <~Vl r -J ,,::<1. (\111 briefing! c6mpleted l'if . evidefitiary , 
- - hearinQs held - , . ..,. . _ 

.:~:'H1i:,;r C:;JIVfA~ '.,<;-('3':[n(l "if:! .li.J '{IlL 

':' r ,j'F:uMClY t 1,1 i .~~~~ i Jn9bl ::n~';: ProposedJDecisignJ issued 1 if "~ . 
.. " . . evidentiary "'mflf!n~?9.~r~i.hrl§",fl'''.' ";!Q:' • 

.ff·t-:,,;~~rt~.)1~19~~~§ s'ff j ~d '-'1J8Flnal<~decision<'i8sued~ ')0 l' . <: 

The workshops will-h~l~etg d~t~2-~{Herf~hatOls~li~~jH~~~q\![) 
be)addfelJ~ed0in hearin~s?-J9'if"'}Bec~fJsatty!btfig~'cofi\ftH~~i8~rwili hold 
hearing§jon i: the i: i~sfi~s EhaEoba2-t'i~f(>caHrtot(fag~egr'upbnO)ihv Aggotj~:ige 
with tne()sMladfil~ lisil!d!)aBOVe~~··fOcoiiBuir~n'tJ~!tH~thg!:'dgQ~16~4~gEtr~f 

,·t'h· 'lFlo ~~()'f~A.k"F.u-~"l "'cd-!·t~ ~."f-ltd!t'<o1 21r·Uh(luILh;'x!)b.eJ.dl' t\'o _, . e j ~ro"'r ..J cv~ '" · UlVUe . an 1. s -ou !-'U , ana ~ \. e o\. c:r 1.nI:orma 10n 
r -', th ~ .'.;;1 1c ~ Iw<.l -'r f: t L:fL1 ~.21-{f~f:>"hr.J t"cQd8>.'-t"'1:.-l hfl £'1 \ vbf] J? j~v.""",. VXO"Hl .ga eL1.ug( we pan- V'reou ve ~ e 0 fic:r un versa serV1ce 1ssue~ 
that we proposed in D. 9S'!:'O?;"oS(r!n w~CI~ofiegm~iS:t~fJtRcif~a-lftri~fW bar, 

da{:lsion =tH'H. ::b~ Vi§§u~df!rnvjifHe:jf§96hr~~8i'vln~2r\{o~e ;2f f CInot 8all of 
the universal service issues .. roiReZ':)rnt!ei1r'MAae81(~i8Asbffig?fJ5~gb !'ld 

needed bi!forer\1ul1€f:i.g-§6::JBli {leirf-·(~8'C'thaejtfi~On~&eS8a~ynl , e 
adfn{ ili tit:ra &i 'Ie ~rOces§e'd [fA's s8e! i.:I€8d ~'w ffR~t i{~(Ylf{i -9l1tslr J~(i!Jf8J ovob 
programd reancl:5€ pueAihe8,:iprcic6~rf J ~t9rijn-.1 t,?tIi h9~:lO"1q e io J n.r. n!E"l10'l: 
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. [Due lto<J;ha ;t.ime "const:rail\ts, the (assigned 'c6hThHsstionel" 

: ~n~/frr:·.lt~~) alt~b~r1ftAC\~~Jll~~'l;~~J~(~ "lLaW Judge ,Jltay, n\~e<\ ->~$?JfMtPue 
'rulings refining the type of,[modellng and information gathering 

th~~H!~1fn~rroel<l.\~~} '1~rlelY~' \P.~)lflJ~;t~: scheq,tt~e .... ..w~-- ~ypifft'lqlt~ support 
in ·.advance •. of::tho!3e'lfuturo·ca·ot-ions'fas a way in which to 'achieve our 

enuR-?Gica}eJ~lt.~?a.[<r?!..l <{P.rll!fl~t! ,f'} \?: ~le.l.\~F~unt ca,.~ .. i,~Jls, ,tnal"~J:JH .J.p 
competitiont.bYnJanuary·ilr, 1997-~':"~C:d: 1 

Fl "d-l'ri""; :"~f~'h"1:fi: IEF-d')v.i~llJ !)!)J2'L!;·iO~ 
--" gs Q ... a . .-. f• p{'{l'I>~"{""" j'flC' .. dOl J .. ').J=-I) '_ 1_ 11.. ... J ... ...,.,v ,; J> 

1. 0.95-07-050 noted that after the receipt of the opening 
~,r'!-)<'t'1fl li' PtH)rtp"'){-rrd'T {fi1·"loiJ.iri,bA l<H'QI .. n:,:-o~"{'f.6tJ'1d9i·i comments 0 tne propose un verBa~ serv ce ru~es, an Inter m . 

d~9ieJ-8n, tPi ghtt l:5e) is,eued l cO!1cernlng~ the forrn1it( of::cdtib-""s(:'{{dles for 

t~~::.fP:.f.fR-r~~!?f£d?et~[YFfl.f~fn?.fR}.~~:;J9P~f a.ft~.?p, \ ~ J l'!(lA- cS: d'J'If.,!-1 

:""1") (Vt 2. J AAr·interihn declsion~ regat'~Ung cost studies is needed so 
h h i · . '1021112 <>1.( i 1 i t at t e Comm SS10n can t1me r mp ement a un versa aery ce 

,program; in.- an 1 era )of'rloCClln eXGhal\ge'"-l competition1£e.t \ 2 11'lQA 

. ,;,1 ~~) i 3 ~ y) IWt~1-~!~t~'d ~?&1:1EH,oMi~ jt'~ opportunity to .state in their 

.. opening( comtnEmtS! wh~thel.':? evidentiarr ,hearings ~'i-e( ne~ded(l'61\ resolve 
'any of the universal se~~1~e8i~~u~~r. , 

4 • .lThree~categories-IoL·is~ue·s were identili~a. inc th~V.opening 
comment~( tfta't.'1 ~e~~n {"ilea. y 1. C! :+w.~h t '.'3 

5. The stranded f·iilvestmentiJ i'ssue is the ~G.Sjec~[ of'-) fH~veral 

~~pf!f~tt~ll1f\3f~3"rli~h~ffff~~~ J81, R, 9l~Ig.1-P~9.J, :·qorl;:~~h(;: .. · 0rh' 

t) i<';{ ~ U; .. ·Tn*51 !~~w~,::.~e~~~d~Q~c,~~~~~.f1e\lyer<!l9~ngj~!1$1 tbe}~pr.!ging.;ofi 
,_.b~~~~o~~[vA<[e(l(!~lJan~ t~zu~c~h~.,)C2!9T!f/~~09£A~ ~~9m~t:lingjin.)tb~.1 f '16~Cif 
~ ~n~~~~!~l;,!J~ftegilljefl'Jl~t~li¥'l !5~W~'1o~J:c:}lllg£e~g!ng l ! f"~r;Q§aO~]j rlJ h: 

co 1 h"'111~ift 1 d1gi:!boUli!let~.[, f~~E~j~bea~9rI9~t ~mkp'arem~t~K~h qf~tbe 
pr~~r;~ ~?S~:.l'~'fg¥. # 1~u~9\'j?ftlss1}2P.~otgJ!~d£Jf~~~ <)tth~ Jd~tC!~1tb.O( e~tuLro<>d~l 
and w?~~~~r £e~!HEjn~~~r~:~lJEJ~E~n~~· a~{72J)e~~e~(' ,0 fI i h~)c;oqo-.lq :) ..... JfjfiJ 

8. D.95-07-050 proDOs~d~~hat un(v~Ys~l sAYvicelCQQt~s~uAies 10 11& 10fl :1.1 ,::1BO',{ ~i .... V.l{)?~'" Cl:~L ~J> ~. iii. ~ ..... L,.'I":"1 -'.' - '1"1 .. ~lr,_"' __ ._ 
be de~~l~~~daflg.l~~'5g£Affs¥?:J~~qc~~H~ng .. H~)Uaaj !:n tV"I!)?' I fi<n9V i fllJ 9lf j 

9. In.\8t~~~~)~rP~~ jtlJx.n9·)~ia::f1~<3Q ~%t~t~\rt~4i\Lth<!'!cl1b{j:. beb!)9fl 

devet~~1!}1'6~' <tta~ljt- i~fP~~.Jc~~'i~"Jn%\Ejtl~~~fl\\niy.~t~.'!!n~e~,<.\g~".1fJbOUlQb£, 
remain in this proceeding rather th~~L,tqqtQ~fg~~ PfP~.~~d$.J)gl:l?cn:q 
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10. D. 95 -07 -050 concluded that the intent be)iirld S ~!7d9 '·5 (A»)~) 
was,\t.,Q'lOpen a~1<,tetecOlM\uni'cati6ns :inarkets' (0 ¢on\p~t·iti6b n6 later 
than\January;:11'('1997~"O)id. j,;o:; ,~j{j rLP· .... ;·w ,:;f>lVtYHI rIhl '(bIJJ~ laCn 

11. The ,proxYcC9st' :rnodel rshould iclosely'rrefleCt. ·"ac·tu·al'~ccr.'§t:d 
withQ,"t., t.he necessi.ty of'lhavldglto':de"v~lop 'cost 'studie-g"ffor ~each of 
the individual LEes. .0'~jR 

"rU l,:~fU The ,~\olorkshops fshould ,discus8 : what, c'o'stl'fa"ctbr-s s,hould b~ 
·.\lS~Q., ~o. .t{ox:m.ul,atet.the'proxy~cost. rno:delv .. I.lp~;h.> 1 f h, (~r.~'".1 1u(Y> '{xo'(q 

13.: I ~The, proxy \¢ost! rnodelf~snould· r~f-lecJ:.)' the' .... appro~i'tnat:e' costs 
of spl;:Qvi,<;l.i.ng/J~asi¢) service ,to ··residential1'ou·stotnet'si·in fall parts of 

.. - ~..,. 

thej~t-,\te.:.!(:.-.\2·.~L"iJ fJ d~tfdf;jP'9 oj '{!f·Gn~J9[[ i..,;r .)1 ,'{DuJa :180:) '{XO'lq 

14. 0.95- 67-050 proposed irtcl\.Idin~Fcert'ain;'f;et"vicecreielnehed(-·'f' 

~,tt~.l:,--lI1 ~,t;he..; J;I~,slp serVice definit iohvl 8S<)f> no i B8 if,i",::'>') 'JdT . <~ 

, ,~, l \1.~~< :;.1:.h.e -only lrna:jori-di9agreem~nt! with lthol propose'dl,bas!C:P£B i h 

se~V_G..e lAe(inition, '~lOncerned' the rrequirement that ·t;he~'¢u·stomer have 
the ,~hQjc_e, .of~ ,tla~+o:t.· .. measured,ratEH service,. bilE; ,i> Jr,h ),) PI{ i pF.'l9V6 

16. Some of the commenting parties stated that the subsidies' 
in Jtigh~9.stJ·,areas ,should; also ·iholude~· business 'cust(>mei's .. \' 

17. In determining the subsidy amount for high cost areas·"}ii,h 

·,tn~,-<;Qf@tts.B.ioJl).also)~needs; to' gath~r ,..ivfo:bnatJol'l concel'nH\g th~ 
r,~:'<!:~n.ul3s.; ~tha~h~he 'LECs.·re'cE.!ive 't-romi basicl s'er-vicel';£' c,d j ~i i£1'.:-f9bnu 

18. The, '~,e.ventle·dnformationr will help) t::b>ast~rta.ih) hoW'; much) a 

th.~i .sUPS!,o.YL ·,sh9uldt beJ in1higtl, cost\ ~reAs,?; and hbw{foueh- the . (> 

P"EHtchJtlar~.' ppi~:e~. tori:: b,asic:: service: shouldr be 1 set at led :Jo'm6 <~:HJ[10V~n 

19.' D.95-07-050 noted that in determining the subsidy fo~"i1J 
high cost areas, it mi9ht be appropriate under § 72S.2 for the 
Commission to consider t_h(H't;~~¢.ll.\!"et{la_n'd ~:e)qienses associated with 
telephone directory advertising. 

20. The workshops will be used as'afdevi'C'ln~o :fadilitate the 
dev~J.9P:IFe,l,lt19f:t,~he; proXy. l.cOS t") mQdel'leb !HU ojn i aqorla/i lOW • i 

IIi blad 8d I!f;r{p. l?nlbmfI !:l'.)lv·!9a J£a'!8vlnu 'rol Iebo·;1 juo~ 

. nOl;3 i ~0h ai!ij ff i ha:':HlJ~alb !d flo')[i:1a ')n J ({j 1 .... · <)'Jm',fno:)'Jfi 
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Conqlusions of·;;l~V iIl')JltI ::~r{j J •. il.f kJbHJ:HlO') O.'O-'i'O-~(,.(1 .01 

l')j f, I 1 H i~egaX'dl~ss of, the ;rnechanisMrthat" we ~cH06se,r t th&cpr6xy~6": 
cost study will provide us with the cost information Jna;ces'a-afyi td 1 

imp.\~ment' .th.e ,COOYfIissi.6n ~ s . .\u:1iversal !servic'~Hpol.tcies pii'!' ,'1 I 

d'lt}',2 ',:~' [The proxy .cost qnooel·fshould tbe r(jevel..oped ~·for. th'o' e'ntftd''''' 
state. "D:-J,l Jr;IJbivibni: 'C:dJ 

.\ bjl3_.'(~ lf~<.the,~J3mall, and"mid~sizediLECs'tdo(t1ot:bel,iev'Er that! the 
proxy cost model will adequatelY,:·reflect:;.theJr,rC'ost's,J Iwe'l..Villl .11'16\01 
.t.h~m the,optJ0!l~.()f,'f>roposing ihilalterncite' p'roxY',C<>st! moa:el~, (I 

it; ;~ Jh.4;. 1'.10 .order, to.': iTtitlate:· tlie 'creation'and deve1bprnet\~"~f.('a}o 
proxy cost study, it is necessary to establish a framework-~fr6mnriJ 
wh~.qh int.er.ested· partieB;~cClnll5ui'ld"( h~~eoqo:t:q 020-rO-2\?0 . H 

5. The COf'nmission does not)ne'ed -to' reBolve~ ili,thls'ra:ecH'§'i<Sl'f 
disagr.eeroents.J,coIlcerning lthe~ proposed.!;definitiJon 'i;fHba'si'c seYvice. 
,,\,'!";,ir,.6.:.'.1,A· proxy ,cost model{ bC\sed :oh! aBGs"shouldllYes'urt~<in q'EissD3 
averaging of data, and l.·es\)lt:~'irt, tnore.'accurata·(appr'o~nl'\at"io'rfa'rof)ri J 

co.st-.jc,lu(, ')iiJ :IGdJ ',<':le,i? 2)j.1~f"1 l:Jll,tf{~:~1]OJ 'flU 1() '..~'>_'J~~ ,;)I 

7. ,~The' proxy cost, modeL shall ,use, aBGS,.t:o,·derive~:the Ibost n r 
datfl""o,)lZ' Jn0~: fipfd '10} JrH!C,'u:, '{hr;\.,{u;~ ~'JiJ l'nLrI0..!,-..J::,b III ."r 

·:db p:Tol ensure .that,.--,thel proxyf cQ~t ... model'i'does' 'hot·, oVeyBta'te .... lb~ 
understate the amount'.' Of'1 the': subsidY ·required:'for 'high"dbstf:'ak"Efas~f 
SQQ\.~.'f?ort,i' of;: .ye~it-icatiol)f of th'e~ results:'shouldroacur .-',fiT .81 

9. ~. @'.analysi$ 'ofs §, ;"]28<;,,2 Cab sU~J9'eBts'~ thati) a: r'i:'evie1i ~ofJ,the~ J 

revenues associated with:;di"reot6ry.J advertislng( itpl?remature~rat{~bhih 
time~J1 '{fJ.h=:diH! :3rl"J ec.jJrlr.Jl~)J"h flf jf;d~ fl~10f[ o . .:o-ro-~(.(f .E'l 

c:.'fJf'~)l ~,J~\" ~ -J0h'IU ~:;JBi'Jqu-1q"J&!""<I Jo!;?in-j{ .-lfi~'i6 jBO') dp.hi 

dJ ",,' bSIJEt:)02B& 2s c"'nSECOND,·INTERIM'ORDER: -1·}b.i:~H1CJ oj IIolac:dj:1."'.)~) 

, po hd j'f~)vbf> ,(H")i:nn.th si1ori(pl~J 

::'liJ sJnJIlT"".J1S ORDBRHDJthat,lf> h~HJU sdUh,' aqodax1o't/ SLiT .O~ 

1. Workshops into the development')an~<cr~at;1.6nl'ofJra')pl:'OXy'!.)h 
cost u~el for universal service funding shall be held in 
accordance with the schedule discussed in this decision. 
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2. The workshops shall also resolve what information 
gathering is ne~essary to determine universal service 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. Interested parties may file a position paper 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. 

s. The assigned Commissioner and/o~ 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. 
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