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Dear Ms. Bay6: 

On December 23, 2003, BellSouth filed with this Commission a letter identifying 
two matters of concern with BeliSouth's BACE (Bell South Analysis of Competitive Entry) 
model. As indicated in that letter, BeliSouth notified the Commission and the parties 
that the next iteration of the model would address these matters. 

BellSouth is now filing the Supplemental Direct Testimony of James W. 
Stegeman with revised Exhibit JWS-3 and the revised BACE model. The supplemental 
direct testimony and the revised BACE model address the issues outlined in my 
December 23,2003, letter. 

Enclosed are an original and fifteen copies of BellSouth Telecommunications, 
Inc.'s Supplemental Direct Testimony of James W. Stegeman with revised Exhibit JWS­
3 and the revised BACE model. The changes made to Mr. Stegeman's testimony and 
exhibits has necessitated that changes also be made to Exhibit DJA-02 to the Direct 
Testimony of Dr. Debra J. Aron . Therefore , revised Exhibit No. DJA-02 to the Direct 
Testimony of Dr. Debra J. Aron is also enclosed, which we ask that you file in the 
above-captioned docket. 

A copy of this letter is enclosed. Please mark it to indicate that the original was 
filed and return the copy to me. Copies have been served to the parties shown on the 
attached Certificate of Service . 
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SUPPLEMENTAL DIRECT TESTIMONY OF MR. JAMES W. STEGEMAN 

ON BEHALF OF BELLSOUTH TELECOMMUNICATIONS, INC. 

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NUMBER 030851-TP 

JANUARY 21,2004 

PLEASE STATE YOUR NAME AND BUSINESS AFFILIATION. 

My name is James W. Stegeman. I am the President of CostQuest Associates, Inc. I am 

testifying on behalf of BellSouth Telecommunications (“BellSouth”, “BST” or the 

“Company”). 

ARE YOU THE SAME JAMES W. STEGEMAN THAT FILED DIRECT 

TESTIMONY IN THIS PROCEEDING? 

Yes. In my direct testimony I described the BACE model used for evaluations of 

economic impairment. 

WHY ARE YOU FILING SUPPLEMENTAL DIRECT TESTIMONY? 

As outlined in Ms. Nancy White’s letter dated December 23,2003, I am filing 

supplemental direct testimony with the most recent iteration of the BACE (BellSouth 

Analysis of Competitive Entry) model. This supplemental testimony explains the 

corrections to the BACE model. I have attached the following revised exhibits and 



1 attachments to my Direct Testimony: JWS-3 and BACE model. 

2 

3 Q. 
4 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

PLEASE DESCRIBE THE CORRECTIONS MADE TO BACE. 

In the version of BACE that was filed with my direct testimony, two of the reports that 

the model can generate -- “Revenue-CEA-UNEZone” (which produces the averag 

revenue per customer and is available from the Wizard reporting and from the Saved 

reports) and “NetIncome-Per Line” (which produces the net income report on a per line 

basis and which is also available from the Wizard reporting and from the Saved reports) - 

produce results that could not be utilized. This error did not affect NPV calculations. 

The underlying SQL query that develops these reports has been corrected in the current 

version of BACE and the reports can now be produced correctly 

WAS THERE A CHANGE IN THE OPTIMIZATION CODE IN BACE? 

Yes, there were two changes to the optimization code in BACE. First, Enterprise 

optimization logic was added to provide a user with additional optimization flexibility. 

Enabling the new toggle found in the CLEC Study Properties Table, 

FilterNegativeMarginEnterpriseInMarkets, allows BACE to filter out enterprise 

customers within markets when the entire collection of enterprise customers in the market 

produce a negative margin. Additional detail on this new toggle can be found in the 

revised JWS-3 Methodology Manual. 

This additional optimization step has no impact on BellSouth’s filing in Florida because 

all Enterprise customer groups in the positive NPV markets provide a positive margin. In 
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other words, in Florida, this additional optimization step does not change the number of 

markets that are found not to be impaired, and it does not change the magnitude of the 

positive NPV values for the markets that are not impaired. 

WHAT IS THE SECOND CHANGE TO OPTIMIZATION CODE IN BACE? 

Optimization in BACE is also now modified to allow optimization by different 

defmitions of markets. In my direct testimony (page 51, lines 5-6) I described 

optimization tasks 4 and 5 as: “4) keep or eliminate CLEC service for Mass Market 

customers for a market; 5) keep or eliminate CLEC service for a market.” For each of 

these optimization tasks, the prior version of BACE only allowed these optimization 

tasks to be performed for a market defined as the CEA-UNEZone (the use ofonly CEA- 

UNEZone was noted in the description of the filters in the CLEC Study Properties table). 

In the version of BACE I am filing today, optimization in these tasks (including the 

Enterprise optimization I described above in my supplemental testimony) is now based 

upon the user’s selection of Market in the wizard. However, since BellSouth is using the 

CEA-UNEZone as the market, this change has no effect on BellSouth’s filed results. 

ARE THERE ANY OTHER CORRECTIONS THAT YOU ARE MAKING? 

Yes, four wire centers were missing in the original BACE filing (F‘MBHFLNP, 

FTLDFLAP, HMSTFLAF and MIAMFLAG) which are now included in the current 

version of BACE for Florida. 

24 

25 
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1 Q. DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT TESTIMONY? 
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3 A. Yes it does. 
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BELLSOUTH TELECOMMUNICATIONS, INC 

The BellSouth Analvsis of 
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Methodology Manual 



Exhibit JWS-3 

0 2003 BellSouth Telecommunications, Inc. 
Use without written consent is strictly prohibited 

DOCUMENTATION VERSION: 2.2 
DISTRIBUTION VERSION: 2.2 
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Exhibit JWS-3 

The BellSouth Analysis of Competitive Entry Model PACE) and any supplied data cannot be 
distributed in whole or part except with the written permission of BellSouth Telecommunication, Inc. 

Microsoft Windows 2000, hficrosoft Windows XP, hCcrosoft Excel, hlicrosoft Access and Microsoft 
Visual Basic are trademarks of Microsoft Corporation-www.microsoft.com 

CLLI is a registered trademark of Telcordia-ww.telcordia.com 

Pentium is a trademark of Intel Corporation-www.intel.com 

Designated Market Area (DhLA) is a trademark of Nielsen hfedia Research, 1nc.-- 
www.nielsenmedia.com 

Other product, service, and company names mentioned herein may be trademarks and/or service 
marks of their respective owners. 

A NOTE ABOUT INPUTSAND SETTINGS S H O W  IN THIS M A N U !  
AUinputs and system settings shown in this document are illustrative. They may or may not 
match values used in a study orproceeding. Nor, shouId they be construed to represent a 
view of  any party in a proceeding. 
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Exhibit JWS-3 

BellSouth Analysis of Competitive Entry (BACE) ...................... 6 
BACE .............................................................................................. 6 
BACE’s Role ................................................................................... 6 
Regulatory Guidelines ..................................................................... 7 

Capable of granular analysis .................................................................... 8 

Based on efficient business model and network architecture ................... 8 
Provides a business case analysis ................ ..................................... 8 
Incorporates all likely revenues and costs ................................................ 8 

Uses NPV as the test of impairment ......................................................... 9 
Has well-supported parameters ................................................................ 9 

BACE Meets the TRO Guidelines ................................................... 9 
Analyzing the Modeled Firm ................................................... 11 

Characteristics of a Business Case ............................................... 11 
Standard Financial Measures ................................................................. 11 

Explicit, variable assumptions ................................................................. 11 

Clearly defined scope and problem boundaries ..................................... 11 

Scenarios ................................................................................................ 12 

Documented/Auditable Cost Model ........................................................ 12 
Financial Metrics ........................................................................... 12 

Net Present Value .................. ........................................................... 12 

BACE’s use of NPV ................................................................................ 13 

Cash Flow Modeling ............................................................................... 13 
Modeling the Costs and Revenues of the CLEC ..................... 15 

The Cash Flows of the CLEC ........................................................ 15 
Optimizations in BACE ............................................................................ 16 

BACE’s Architecture ...................................................................... 16 
BACE Design Attributes ................................................................ 17 

Familiar ................................................................................................... 17 

Open ....................................................................................................... 17 
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Granular .................................................................................................. 17 

Scenario Based ....................................................................................... 17 

Pragmatically Constructed ...................................................................... 17 
Hierarchies .................................................................................... 17 

Location Hierarchy .................................................................................. 18 

Customer Hierarchy ................................................................................ 18 

Product Hierarchy ................................................................................... 18 

Special Table Values .................................................................... 19 
The Wildcard ........................................................................................... 19 

Else ......................................................................................................... 19 

None ........................................................................................................ 20 

CLEC Study Properties Input Structure ......................................... 21 
CLEC Study Properties Table Inputs ............................................ 23 
Optimization Steps ........................................................................ 27 

CLEC Products, Price, Quantity, & Revenue Processes ........ 29 
The Price Process ......................................................................... 30 

P-Process Inputs ..................................................................................... 30 
P-Process Methods ................................................................................. 31 

The Quantity Process .................................................................... 32 
Q-Process Inputs .................................................................................... 33 

Q-Process Methods ................................................................................ 34 
The Revenue Process ................................................................... 36 

R-Process Inputs .................................................................................... 36 

R-Process Methods ................................................................................ 37 
Operations and Network Expense Process ............................ 39 

ON-Process Input Structure .......................................................... 39 
ON-Process Inputs ........................................................................ 40 
Operations and Network Process Methods ................................... 51 

Cost Preparation Phase .......................................................................... 51 

CLEC Study Properties Table ................................................ 21 

Network Requirement and Cost Development Phase ............................ 54 
Network Optimization Phase ................................................................... 56 

Final Cost Phase ..................................................................................... 59 

Appendix B-Table Dictionary ................................................... 94 
Appendix A-InputlRule Dictionary ........................................... 60 

Appendix C-Comprehensive Field List ................................... 97 
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B E L L S O U T H  A N A L Y S I S  O F  C O M P E T I T I V E  E N T R Y  
M O D E L  

Exhibit JWS-3 

-@= 

BACE 
BACE is a competitive entry business case model. Based on user inputs, which include 
expected product prices, product demand, and costs, BACE calculates the discounted 
cash flow over a ten-year period resulting from CLEC entry into specific geographc 
areas. 

BACE’s Role 
BACE allows the user to assess whether lack of access to the incumbent local exchange 
carrier’s (ILEC’s) unbundled switch element (switch UNE) makes entry by a CLEC 
uneconomic. To do t h l s  the model estimates the net present value (NPV)l of the 10- 
year cash flows that would be generated by the core products of the CLEC. 

The approach used by the model is much ltke that of a financial model used to develop a 
business case for entering the CLEC business. It evaluates the opportunities to generate 
revenue based upon marketplace factors (e.g., customers and prices) and the full array of 
costs that could be anticipated to enter and operate the business. 

The model accounts for the following factors: 

CLEC Size - recopzing that there are dfferent sizes of CLECs, the model accounts for 
the key implications of the CLEC’s size (e.g., impact on purchasing power, cost 
implications of outsourcing certain functions, etc.). 

Customers - the model accounts for how many customers in total reside in the relevant 
territories, how many customers the CLEC might expect to serve (i.e., the CLEC market 
share), and the types of customers the CLEC will attract (e.g., what types and sizes of 
customers, and what products and services d they buy). It also accounts for how much 
customers d pay and the level of customer churn that may be experienced. 

1 The user can choose to  include the terminal value of the CLEC’s assets in the NPI’ value in addition to  the 10- 
year cash flows. 
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B E L L S O U T H  A N A L Y S I S  O F  C O M P E T I T I V E  E N T R Y  
M O D E L  

Products - the model accounts for the typical products the CLEC might offer, how those 
products may be bundled, and the implications of bundling on prices and customer take 
rates. 

Quantities - the model accounts for the quantities of products to be sold to those 
customers choosing CLEC service. 

Pricing - the model develops initial prices based on user inputs, initial CLEC price 
dmounts and product price changes over time. 

Network Costs - the model accounts for the network infrastructure requirements specific 
to the markets, customer profdes, and product portfolios being modeled and how those 
network requirements might be met (e.g., lease or own). 

Operational Costs - the model accounts for the nature and level of CLEC operating costs 
allowing for effects due to the size of the modeled CLEC. 

Trends - the model accounts for the changes that might be experienced over a ten-year 
period (e.g., customer b u p g  behavior trends, pricing trends, and cost trends). 

Optimization - the model allows the user to not serve negative NPV products, markets 
or sub markets. The user can control the degree to whch a CLEC could/would identify 
unprofitable sub markets and avoid service in such sub-markets. 

Sensitivity of Assumptions - the model allows the user to create scenarios and analyze the 
impact of assumptions upon the hancial metrics of impairment. 

W i t h  the components (and inputs) o u h e d  above, BACE computes a) the CLEC 
market share acheved (i.e., percentage of products purchased by market segment, by 
market), b) the resulting revenue (includmg the impact of product bundling), and c) the 
network and operational costs required to serve the market (considering the implications 
of CLEC size). 

The model allows the inputs and assumptions to change over a ten-year period as the 
CLEC grows, costs change, and as anticipated price trends are reahzed. 

The results are presented in terms of the anticipated cash flows for the ten-year period 
and the associated net present value calculated from the user adjustable dscount rate. 

Regulatory Guidelines 
BACE was developed to calculate whether CLEC entry is economic in the absence of the 
switchmg UNE as state regulators satis5 their obligations under the FCC’s triennial 
review order (TRO).? Keep in mind however, the model does not provide a framework 

2 In Ke Keview of the Section 251 U n b u n d h g  Obligations of Incumbent Local Exchange Carriers (First lieport 
and Order on Iiemand and Further Notice of Proposed Iiulemakmg), FCC 03-36, released August, 21,2003 
(hereinafter TRO). 
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B E L L S O U T H  A N A L Y S I S  O F  C O M P E T I T I V E  E N T R Y  
M O D E L  

to determine whether either of the “triggers” described in the TRO are satisfied for a 
determination of no impairment.3 

The basic elements of an impairment analysis tool were identified in the TRO. The 
following are some of the keys aspects the TRO describes as the requirements of an 
economic model for impairment determination (emphasis added). 

Capable of granular analysis 

$472 . . . ”  We find that technical shortcomings in each of these studes preclude us 
from relying on their results to evaluate impairment at  the national level. These 
shortcomings include. . . (2) iizsu@cientgranularip in their anahses. ” 
$485 All of these studes.. .strongly support the need for a more granular analysis o f  
impairment. We have insufficient evidence in the record, however, to conduct this 
granular analysis. Such an analysis would require complete infomation about UNE rates, retail 
rates, other revenue oppo&unities, wire center siTes, equipment costs, and other overhead and 
marketing costs. . . . That market-specific data is needed is indicated by the significant 
variation in the costs and revenues an efficient entrant is likely to face. For example, 
costs appear to vary significantly among locations and types of customers. 
$495 . . . Rather, state commissions must define each market on a granular level, and in 
doing so they must take into consideration the locations of customers actually being 
served (if any) by competitors, the variation in factors afecting competitors’ abilip to serve 
each group o f  customers, and conlpetitors’ abilip to target and serve spectfic markets economically 
and efficiently using currently available technologies.” 

Based on efficient business model and network architecture 

$517 . . .Specifically, state commissions must determine whether entry is likely to be 
economic utilizing the most e@czent network architecture available to an entrant. . .The 
analysis must be based on the most e@cient business modelfor entv rather than an_ypa&icular 
carrier’s business model. 
$495 . . .  competitors’ ability to target and serve specific markets economical4 and 
eflciently using current4 available technologies. 

Provides a business case analysis 

n. 1581.. . to evaluate the feasibility of self-deploying a switch, states should perform a 
busitless case anahsir of providing local exchange service.. .cost factors listed should not be 
considered in isolation, but only in the context of a broad business case ana&i that examines 
all Lkebpotential costs and revenues, 

Incorporates all likely revenues and costs 

5519 . . .  In determining the kely revenues avadable to a competing carrier in a given 
market, the state commission must consider all revenues that will derive f m m  semke to the mass 
market, based on the most eficient business modelfor entiy. These potential revenues include those 
associated with providmg voice semkes, including (but not restricted to) the basic retailprice charged to 

3 The triggers for a h d m g  of no impairment involve a findmg of three or more self provisioned CLECs in the 
market (see TI10 paragraph 501), or when two or more providers offer wholesale switching within a market (see 
TllO paragraph 504). 
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B E L L S O U T H  A N A L Y S I S  O F  C O M P E T I T I V E  E N T R Y  
M O D E L  

the customer, the sah of verticaljatum, zrniversal serviie pqments, access charges, subsniber line cha?ges, 
and, f a y ,  toll revenues. The state must also consider the revenues a competitor is hkely to 
obtain from using its facilities for providmg data and long distance services andfiom serving 
business customers. 

TRO Appendix B - Final Rules, page 22, 51.319(d)(2)(iii)(B)(3) . . . Specifically, the state 
commission shall examine whether the costs of migrating incumbent LEC loops to 
requesting telecommunications carriers ’ switches or the costs of backhauling voice 
circuits to requesting telecommunications carriers’ switches from the end ofices 
serving their end users render entry uneconomic for requesting telecommunications 
carriers. 

Uses NPV as the test of impairment 

footnote. 260 . . . Stated in more technical terms, the condtion [of a firm entering the 
market, and hence no-impairment] is whether the netpresent value oftJie expected economicpmjt is 
positive. 

Has well-supported parameters 

s472 . . .  We hnd that technical shortcomings in each of these studtes preclude us from 
relymg on their results to evaluate impairment at the national level. These shortcomings 
include. . . (4) inadequate sz$portjr theparameters thy emphyed. 

BACE Meets the TRO Guidelines 
BACE was developed to identifj whether CLEC enq7 is economic in the absence of 
the switching UNE. In creating BACE, BellSouth was keenly aware of the FCC’s 
findng of prior modeling deficiencies and of the needs and requirements of the 
model in meeting the state commission’s TRO implementation desires. As such, 
BACE: 

1) Is granular in its approach. The model allows the user to input complete 
information about UNE rates, retail rates and other revenue opportunities 
specific to each market. BACE allows variations in product offerings and 
prices across five customer segments (residential and four business segments) 
and by customer-spend categories. The model provides for bundles of 
product and service offerings and price discounts. In addition, BACE 
identifies the specific operational and capital requirements of the CLEC in 
rolling out its network. Finally, part of the power of BACE is that the cost 
and revenue information is developed a t  the lowest level, thereby allowing 
the user to roll the results up to any geographic level. The current 
geographic levels of analysis inc1ude.l: 

a. LATAs, 
b. Wire centers, 
c. MSAs Metropolitan Statistical Areas 
d. MCSAs Wcropolitan Statistical Areas, 

4 BACE can be easily modified to include other geographic entities as long as the areas can be tied to wire 
centers. 
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e. CEAs (Component Economic Area), 
1. UNE Zones, and 
g. Any combination of the above. 

BACE allows the user to provide inputs consistent with efficient CLEC 
entry. As such, the model allows for least-cost choices of architecture (e.g., 
EELS or collocation); concentrates traffic to take advantage of cost savings; 
determines whether DSL offerings are economic; determines whether entry 
into every wire center and/or LATA is efficient using a business case analysis 
approach. 
BACE is quite simply, a business case model to determine if, how and where 
a CLEC should enter the marketplace. 
BACE accounts for the major sources of CLEC revenues, includmg local 
service, vertical features, voice mail, long &stance, and data services. 
BACE allows the user to test impairment using NPV analysis of the cash 
flows. 
Finally, BXCE allows the user to document inputs within the scenarios. 

10 



Exhibit JWS-3 

A N A L Y Z I N G  T H E  M O D L E D  F I R M  

BACE was designed to allow a granular analysis of economic/uneconomic CLEC entry 
in the absence o f  the switchmg UNE in a-way generally f a "  to members of the 
financial and investment community. BACE evaluates the CLEC entry business case by 
calculating discounted cash flows (i.e., by calculating a net present value of entry). 

Characteristics of a Business Case 
At its core, BACE is a business case model. In other words, BACE was designed to 
provide inputs, processes, and outputs that comport with considerations of a business 
case. Thls section d briefly address some of the attributes that must be part of any 
business cases. 

Standard Financial Measures 
BACE provides output in terms of Net Present Value (NPV) of cash in-flows and out- 
flows. Displaylng raw cash in-flows and out-flows as well as the NPV gives BACE the 
ability to produce results in terms consistent with the FCC's TRO. 

Explicit, variable assumptions 
Because a model is, by definition, an abstraction of the real world-BACE is based upon 
assumptions. 

Many of these assumptions can be modified via user adjustable inputs and rules. Using 
the Edit Inputs process or the Wizard, the user is able to mod+ assumptions about the 
business case under study. 

Clearly defined scope and problem boundaries 
BACE's scope is h t e d  to the telecommunication operations of the CLEC. For example, 
the modeled CLEC can offer long &stance services, voice mail, switched access services, 
DSL, non-DSL business data service and local service. 

j Business Case Essentials: A Guide to Structure m d  Content, M q  J .  Schmidt, hlBA, PhD: A Solution Matrix, 
Ltd. White paper. 
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Through a dehed  cost, customer, product, and location herarchy, the user is able to 
expand or h t  the scope of operations. The reportjng engme allows analysis along these 
herarches. Finally, revenue and expense are dnven using accepted causative cost and 
revenue approaches. 

Scenarios 

In order to support sensitivity analysis, BACE allows the user to bind his or her 
assumptions together in the form of a scenario. T h ~ s  allows the inputs and outputs to be 
held in one place. Each scenario, in turn, represents either a new business case or a 
permutation of an existing business case. 

DocumentedlAuditable Cost Model 
BACE was explicitly designed to follow a rational business case model. Revenues, 
Expenses, Capital Investment, and Enpeering assumptions are applied based upon 
algorithms developed by the BACE development team. 

Financial Metrics 
As noted, the FCC's TRO discusses relevant costs and revenues and notes the use of Net 
Present Value (NPV). The evaluation of a business case using cash inflows and outflows 
and Net Present Value became the most &ect fmancial measure. This section wdl briefly 
describe NPV, its calculation and its relation to other financial measures. 

Net Present Value 

The Net Present Value of a stream of cash flows is the dfference between the present 
value of the cash inflows and the present value of the cash outflows. In other words, 

The Present Value (Py of a cash flow is today's value of a cash inflow (or outflow) 
received (or paid) at some time in the future. Present Value takes into account the effects 
of the time value of money (whtch is reflected in the interest rate or discount rate). 
Present Value is calculated by applymg the discount rate to the cash flow. In other words, 

PV=FutureValue/(l +z)' 

Where i is the annual interest rate (dlscount rate) and t is the number of annual periods.6 

The objective of NPV is to bring all negative and positive cash flows back to the same 
point in time. Thts allows comparison of dfferent investment altematives that involve 
cash flows at dfferent points in time. By calculating NPVs, the relative economic 
attractiveness or unattractiveness of a series of cash flows occurring a t  dfferent times in 
the future can be compared. Thls is why the use of NPV > 0 is common w i b  business 
case assessments as is NPV(scenario 1) vs. NPV(scenario 2). 

6 Ihancial hlanagement-Concepts and Applications-3rd edition. Ilamesh K. S. Rao, Southwestern College 
Pubtisling, 1995. 
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BACE’s use of NPV 
BACE calculates cash inflows and outflows using a mid-year convention. Any cash 
transaction (e.g., an expenditure) that occurs during year 1, is assumed to occur, for 
present value purposes, at the mid point of the company fiscal year. p e  exceptions are 
that initial start-up costs are assumed to occur at time zero and therefore require no 
adjustment to present value and that any terminal value occurs at  the end of year lO.)7 
That is, if X cash flowed into the f m  at any time during year 1, the Present Value of this 
cash flow (as of the start of year one) would be calculated as: 

PV=X/ (1 + 1) la j 

Where i is the dscount rate and the compounding period is 1 year less 0.5 year or 0.5 
pears (six months). The present value (as of the start of the first year) of a cash outlay X 
incurred any time during the second year is assumed to = X / ( ~ + Z ) ” ~ ~  = X/(~+Z)’.~. The 
mid-year convention simplifies the present value calculations (as compared to monthly or 
daily calculations). 

Cash Flow Modeling 

BACE focuses on discounted cash flows. For ease of discussion, the term “cost” will be 
used to capture cash outflows. Also, to be clear, “cost” here refers to the cash out-flows 
of the CLEC, not the cost to the ILEC from whch the CLEC may purchase collocation 
space or unbundled network elements. 

The BACE cash flow modehg process embraces the f d a r  concept in 
telecommunications incremental costs of “cost causation.” That is, BACE identifies the 
relevant investments, operating expendtures, and customer dnven revenues that result 
from CLEC entry and operation. 

The importance of understandmg what causes a cash in-flow or out-flow is the reason 
why BACE was designed with “filter fields.” Filter fields help BACE identify whch 
specific circumstances trigger a cash flow (i.e., what causes each cost). These triggers are 
referred to as dnvers. 

BACE cash flows are caused by (dnven by) the following factors: 1) the existence of the 
CLEC in total (certain of the sales general and a h s t r a t i v e ,  SG&A, common-hke 
costs); 2) the existence of CLEC service w i t h  a geographc area (e.g., the placement of a 
switch for each LATA; 3) the acquisition of a customer; 4) the initial choice of a product 
or service by a customer (e.g., the customer chooses to take DSL); 5) the volumes of 
products and services used; 6) the dwonnection of a customer (if the customer does 
dsconnect); and 7) composite triaers as the total number of customers or the total 
volume of products or services w i t h  an area can exhaust the usable capacity of 
equipment, causing the placement of an expansion in equipment. 

. 

The replacement of startup assets, e.g., b h g  software systems, are treated in the subsequent year in which they 
occur and do require a present value calculation correspondma to the year in which thc subsequent replacement 
occurs. 

13 
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Each cash out flow is tracked according to the factor that dnves it. 

The remainder of h s  manual d dscuss how BACE models cash flow from revenues as 
well as outflows from expenses. 

14 



Exhibit JWS-3 

=#- M O D E L I N G  T H E  C O S T S  A N D  R E V E N U E S  O F  
T H E  C L E C  

‘ Ihs  chapter wdl explore how BACE models the Costs and Revenues of the CLEC. 
There are three main questions to be answered. First, from a financial perspective, what 
happens w i h  BACE’s processing engme? Second from a technical standpoint, how is 
BACE designed and implemented, and whch financial process corresponds to each 
BACE process? And h d ,  what is BACE’s customer, location and product herarchy? 

The Cash Flows of the CLEC 
For ease of discussion, this manual wdl generally use the term “product” to refer to 
CLEC products and services. BACE starts from the initial point that some8 products 
have a price associated with them. BACE then develops a price for products or groups 
of products (bundles) for each customer segment. T h ~ s  is the task of the ‘T-Process.” 

After the price has been established, a quantity demanded for each service or group of 
services in each wire center must be calculated. In h t s  document, “demand” will 
generally be used to refer to the quantity demanded and sold. T h s  is the task of the Q- 
Process. 

Knowing the Price Q and Quantity Demanded (Q of each service or group of services, 
BACE can derive the total Revenue (P*Q by product by location, and customer 
segment. Calculating the Revenue is the task of the “R-Process.” 

Knowing the Gross Revenue avdable to the firm represents the total cash inflow for the 
period. 

Cash outflows are calculated in the Operations and Network Process (ON-Process). ’Ihs 
process is dependent upon the outputs of the P, Q, and R processes. The 0 portion of 
the ON-Process derives those expenses that are operationally associated with the firm. 
For example Sales, General and Admmstrative (SG&A), is an operational expense. 

8 Not all “products” within RACE have to have associated revenue. For example, if the user decides that non- 
recurring or installation costs are not charged, the price can be set to zero. This will result in a zero revenue 
product. 
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The N portion of the ON-Process derives those outflows necessary to create a network 
sufficient to handle the voice and data traffic identified in the Quantity Process. In other 
words, the cash expenditures involved with setting up, maintaining and growing the 
telecommunications network. 

Optimizations in BACE 

BACE provides for seven types of optimization processes. The optimization algorithms 
search for specific activities that yield a negative net present value (i.e., the present value 
of the relevant revenues less the relevant costs is negative), and then e h a t e  that 
activity. The seven activities that can be optimized are: 1) the use of EELS and/or full 
end-office collocation; 2) the provision of DSL w i h  the wire center (not user 
adjustable); 3) implement or e h a t e  CLEC service in total for a wire center; 4) 
implement or e h a t e  CLEC service in total for Mass Market customers in a market; 5) 
implement or e h a t e  Enterprise customers in a market; 6) implement or eluninate 
CLEC service in total for all customers in a market; and 7) implement or e h a t e  CLEC 
service in total for a LATA. 

BACE's Architecture 
BACE was designed to give the user the necessary control to create a robust, reahstic 
business case. The model architecture is illustrated in the figure below. 

Figure I--UACE Architecture 
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BACE Design Attributes 
BACE has the following core design attributes. 

Familiar 
Rather than a complicated text-dmen mathematical application, BACE uses standard 
Mcrosoft Windows@ GUI (Graphcal User Interface) conventions. Inputs are 
manipulated in a tree view; processing and reporting can be done through a simple wizard 
format. BACE is a very complex model, but the interface was designed to be user 
friendly and f a d a r .  

Open 

BACE was designed to use hhcrosoft Access as the primary storage and processing 
database. All data is stored in Access format. Inputs can be reviewed, intermediate tables 
can be inspected using desktop tools most financial professionals are comfortable with. 

The model itself was written in Mcrosoft Visual Basic@ 6.0 SP5. The Visual Basic 
language is easy to follow and the Structured Query Language code necessary to perform 
database manipulations is open and understandable. 

Granular 
BACE was designed to allow granular control. Rather than allowing access to only a few 
variables, the user can m o d e  granular inputs Ltke the product price per market. Or, the 
user can modfy how the CLEC operates-like allowing Colo versus EEL deployment. 
The user can control what items of equipment are triggered by location placement or use 
by a particular type of customerlsenice. Finally, the user can use the reporting engme to 
view NPV along a geographc, product or cost hierarchy. 

Scenario Based 
In a business case, understandmg the impact of assumptions is particularly important. 
BACE uses a scenario structure to allow the user to identify the inputs and outputs that 
correspond with one another. By maintaining a separate inputs database and reporting 
structure for each scenario, BACE simplifies What-If analysis and sensitivity tests. 

Pragmatically Constructed 
BACE processing mimics the steps described in the &st section of t h s  chapter. For 
example, while the P-Process is running, Prices are being determined. W e  Q is 
running, the quantity of products sold is being determined. 

Further, the cost and product herarches mimic the organization of an actual CLEC. 
These herarches assist in not only accurately dnving costs and revenues, but they assist in 
creating reports. 

Hierarchies 
BACE uses three sets of herarches to dnve cash flow calculations and reporting. 
Kerarches are necessary to allow the user to define-at a particular level-specifically 
how a cost or revenue is triggered. 
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For example, because certain products may only be sold to a given customer segment (a 
level in the customer hterarchy, such as a non-DSL business data service) revenues are 
attributable to a given customer segment. Further, if the analysis is only concerned with a 
particular U T A ,  BACE must be able to track the attributable revenue to that customer 
segment in those wire centers w i h  the LATA. Because the sale of these products 
trigger the need to place equipment (or dnve other cash outflows), costs are triggered 
whch are attributable to the customer segment, product sold and wire center under study. 
The use of hierarches allows cost and revenue drivers to be set and output structured in a 
way as to make the cost and revenue implications of these actions clear and traceable to 
levels at whch reporting wdl occur. 

Location Hierarchy 

The location hterarchy is used to specify from broad levels of geography to narrow levels. 
The reason the location herarchy is important is that certain costs are location dependent, 
e.g., a switch placed in a U T A .  The location herarchy is used to describe specifically 
those locations for whch the existence of CLEC service triggers a certain cost. An 
example of the BACE location herarchy is shown below. Please note how the 
geographic area gets smaller from the Location F a d y  to the Element. 

Location Family Location Area Location Center Element 
(LocFa4 P*4 QhcCenter) 

BellSouth NC (state) 250 (LATA Code) GTWDNCMA 
I i 

Table 1-locadon I3ienrchy 

Note: the hierarches are used to not only dstingulsh amongst costs, but also revenue, 
traffic/weigh&gs (i.e., probability of occurrence is dfferent in different states). 

Customer Hierarchy 

The customer herarchy also allows the user to trigger certain costs or revenues based 
upon specific attributes of customer classes or segments. For example certain costs 
should be attributed a business customer (equipment to provide DS1 type service rather 
than DSL) but not a residential customer. An example is below. 

Customer Customer Customer Center Customer Element 
Area (CustCntr) (CUStElem) 
(CUStArea) j 

Fm 
{CustFm) 

Res Quintile Quindel NONE 

1 Res Quintile Quinde2 NONE i 

I 
Table 2--Cusromer fienrchy 

Product Hierarchy 

The product herarchy is s d a r l y  designed. It allows granular identification of products. 
An example is below. 
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Product Product Area Product Center Product Element 
Famdy 
(ProdFam) (Prodha)  (13rodCne) (ProdEUem) 

PSTN Local Account Subscription 

PSTN Local h e  Subscription 

PSTN Local Usage Rat 

Table 3--Product Hierarchy 

Special Table Values 
BACE uses three special values to populate some herarchy fields. In many cases the 
herarchy values are used to join or link some attributes across common data elements 
(e.g. join overall demand and CLEC market share to the number of products sold in an 
wire center). If BACE was to be populated with all possible value to accommodate these 
joins, inputs would multiply exponentially. 

Therefore, several special field values were added into BACE. 

The Wildcard 

BACE uses a Yo sign to indicate a wddcard field. A wddcard field allows the join9 to occur 
on any value in this field. For example if the user were trylng to trigger a cost that would 
apply only to residential customers, regardless of the Customer Center, and Customer 
Element, the user could populate the Customer fierarchy as: 

Customer customer Customer Center Customer Element 
Family Area (CustCntr) (CUStElem) 
(CUStFafYl) (CUStArea) 

Res YO O h  Y O  

I 
Table +Wildcard Values 

Else 
The Else value is s d a r  to a wildcard, but it acts more as a record expansion. An Else in 
a table duects BACE to expand t h ~ s  record with all possible values for the field that has 
an Else value. The dstinction between an Else value and a wddcard value is that an Else 
value wdl duplicate a record across all possible field values except where the expansion of 
the record creates a duplication in the source table (e.g., a user may specify a unique value 
for a specific state, whtle the Else value d cover all other). The Else value is used 
matnly on the product herarchy. Because it programmatically expands a record across 
many possible solutions, Else logic has a processing time implication. The more Else 

9 A “join” is a term specific to Structured Query I~nguage .  A join describes how tables of information are h k e d .  
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logic implemented, the slower overall processing. Else logic is not recommended for use 
in the network tables. 

Else values populate many of the product tables. In the Baseline Product Demand 
table, the Else in the UNEZone column means that thts record is applicable over all 
possible UNEZones. When BACE processes thts table, it will create a new record for 
each distinct entry in the UNE Zone table. 

None 
The None value sipfies that there is no value for thts level of the herarchy. 
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'The CLEC Study Properties table is a core table withrn BACE. It provides the user the 
ability to establish characteristics of the CLEC to be examined and of the BACE analyses 
in general. 

CLEC Study Properties Input Structure 
The table m d y  contains toggles and values that direct the system if, when and how to 
perform various analyses withtn BACE. The table is organized into 6 columns, each of 
which is described below. 

Property - the name of the BACE variable used within the analysis is identified in 
thls column. 

Value - user-adjustable value of each variable is entered in thts column. Where 
the system requires one of a set of pre-identified values, the user wdl select from a 
pull down menu or list box. 

Description - provides some explanation of the property and, when appropriate, 
the format of the entry. 

Source - user-adjustable field that can help the user in documenting the source of 
the values entered. 

Notes - user-adjustable field providmg additional space for variable 
documentation. 

The entries in the CLEC Study Properties table serve several purposes withtn BACE 
and can be thought of in several ways. 

First, several inputs act as filters identifying characteristics of the CLEC's operations or 
network which then determine whch costs are used within the analyses. The filter 
variables generally interact with user adjustable inputs in other BACE tables. Table 
variables, listed in the Property column, that are filters include: 
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AllowColo; 
AllowEELs; 
CLECType; 
DSlToDSOXOver; 
IncludeTerminalValue; 
State; 
TaxTreatmentForLoss; and, 
UseSPAorUNET. 

Second, some of the fields in h s  table act as Descriptors. Descriptors have no impact on 
the analysis or results but exist for documentation and information purposes only. All of 
the data entered in the Description, Source, and Notes columns are examples of 
Descriptor inputs. 

l h d ,  many of the variables reflect factors that are used within the calculations and have 
a numerical impact on the final result. The following variables are Factors: 

AccessToLocalMOUFactor; 
BSTAsPctOfScopeOfOperations; 
EquityPct; 
Equity Rate; 
FedTaxRate; 
PreTaxCostO fcapital; 
PurchasePower; 
StateTaxRate; 
TerminaTValueMultiplier; and 
Yearl. 

Finally, there are variables that are optimization toggles. These include: 

AllowColo 
AllowEELs 
FilterNegativeMarginCLLIs; 
FilterNegativeMarginMassMarketInMarkets; 
FilterNegativeMarginMarkets; 

0 FilterNegativeMarginEnterpriseInMarkets and, 
FilterNegativeMarginLATAs 

Note that AllowColo and AllowEELs are identified as both ater variables and 
optimization toggles. This, along with a description of each variable, wdl be explained 
below. 
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CLEC Study Properties Table Inputs 
The following section wlll describe the variables for each Property entry in the CLEC 
Study Properties table. 

AccessToLocalMOUFactor 

Since local minutes are not routinely measured and captured, it is necessary to use another 
source of measured minutes as a platform from whch to develop local minutes of use. 
Access minutes are routinely measured for b i h g  purposes, so these minutes are 
multiplied by the AccessToLocalMOUFactor to generate the number of local minutes. 

l‘!llodolo and AllowEELs 

Based on the wholesale services offered by BellSouth, the CLEC has multiple options for 
how they establish their wire center network archtecture. To  serve customers connected 
to a BellSouth end office the CLEC can use EELs and collocate at a dtstant wire center, 
or collocate at the end office as well as a dtstant wire center (e.g., BellSouth Access 
tandem). The CLEC Study Properties table has toggles for the user to identify whether 
the CLEC d: 

a) establish collocation space at each end office (AllowColo = ‘‘3”’ and AllowEELs 
=””’); 

b) use EELs and not collocate at any end offices (AllowColo = “N” and AllowEELs 
=”Y”); or, 

c) allow BACE to determine the most economic approach for each end office 
(AllowColo = ‘Y” and AllowEELs =”Y”). 

Further, these fields act to fdter the cost records in the Network Cost Input table. 
Network cost records with COLOOrEEL = COLO wiU be included in the analysis if 
AllowCOLO = Y. Cost items that have COLOOrEEL = EEL will be included in the 
analysis if AllowEEL = Y. Note: If COLOOrEEL = ALL for a cost record identified 
in the Network Cost Input table, the cost record is not impacted by the collocation or 
EEL network architecture. Thus it wlll be included in all cases. 

Booh-donven tion 

The BoohgConvention is fixed to mid-year. 

BSTAsPctO fScoDeO fODeradons 

The BSTAsPctOfScopeOfOperations percentage accounts for the operational scope 
of CLECs that serve customers outside of the BellSouth state being analyzed. 
Appropriate values are between 0 and 100 (inclusive) and represent the state specific 
percentage of the CLECs total coverage territory. The value entered in the CLEC Study 
Properties table is applied to each cost record with ScopeCat = Y .  
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CLECType 

The CLECType variable has legitimate entries of Small, Medium and Large and 
represents the size of the CLEC being analyzed. This field works as a hlter to ensure that 
BACE includes only those cost records whch meet the user criteria entered in the CLEC 
Study Properties table (and those cost records with CLECType = ALL). 

DS1 ToDSOXover 

The user can select values of 4 or 9 for the DSlToDSOXover field and represents 
whether the CLEC b e p s  using DSls to serve customers with 4 or 9 lines. Possible 
entries for the analogous input in the Network Cost Input table are 4, 9 and ALL,. If a 
cost record has an entry of ALL it is used for both crossover scenarios, otherwise BACE 
will include only those cost records that match the user input from the CLEC Study 
Properties table. 

EquityPc t 

The user enters the CLEC’s percentage of total capital that is equity. The value should be 
entered in decimal form (0-1), e.g., 0.6 represents a 6O%/4O% equity to debt ratio. 

EquitvRate 

The user enters the CLEC’s cost of equity and the value should be entered in decimal 
form @-I), e.g., an entry of 0.213 represents a cost of equity of 21.3%. 

FedTaxRate 

The user enters the CLEC’s effective Federal tax rate and the value should be entered in 
decimal form (0-1), e.g., 0.35 represents a tax rate of 35%. 

FilterNega tiveMarginCLLIs 

The FilterNegativeMarginCLLIs optimization toggle allows the user to determine if 
BXCE wdl automatically remove wire centers that have a negative NPV. If this toggle is 
set to ‘Y”, BXCE examines the du-ect costs (and wire center-specific induect costs) and 
revenues for each wire center to determine if it provides a positive contribution to the 
overall operation of the CLEC, i.e., positive NPV, over the 10-year study time frame. If 
serving customers within any wire center have a negative NPV, BACE assumes that the 
CLEC would not offer services in that wire center and thus the costs and revenues for 
that wire center are removed from the overall analysis. If the 
FilterNegativeMarginCLLIs toggle is set to N, all wire centers remain in the analysis. 

FilterNepa tiveMarphMassMarketInMarke t 

The FilterNegativeMarginMassMarketInMarkets optimization toggle allows the user 
to determine if BACE wdl automatically remove Mass Market customers from Markets in 
whtch the Mass Market customers have a negative NPV. If thls toggle is set to ‘Y”, 
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BACE examines the aggregate &ect costs and revenues for Mass Market customers for 
the positive contribution-wire centers (if the FilterNegativeMarginCLLIs is set to Y, all 
wire centers otherwise) within each market to determine if those customers provide a 
positive contribution to the CLEC, i.e., positive Mass Market NPV withln each market, 
over the 10-year study time frame. If serving Mass Market customers W i h  any Market 
has a negative NPV, BACE assumes that the CLEC would not offer services to these 
customers and thus the costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginMassMarketInMarkets toggle is set to N, all remaining Mass 
Market customers remain in the analysis. 

Fil terNeeativeMarc4nEntemriseInMarket 

The FilterNegativeMarginEnterprisetInMarket optimization toggle allows the user to 
determine if BACE will automatically remove Enterprise customers from Markets in 
whch the Enterprise customers have a negative NPV. If t h~s  toggle is set to ‘Y”, BACE 
examines the aggregate dxect costs and revenues for Enterprise customers for the 
positive contribution-wire centers (if the FilterNegativeMarginCLLIs is set to Y, all 
wire centers otherwise) Withm each market to determine if those customers provide a 
positive contribution to the CLEC, i.e., positive Enterprise NPV withm each market, over 
the 10-year study time frame. If serving Enterprise customers w i h  any Market has a 
negative NPV, BACE assumes that the CLEC would not offer services to these 
customers and thus the costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginEnterprisetInMarkets toggle is set to N, all remaining 
Enterprise customers remain in the analysis. 

FilterNega tiveMar~inMarket 

The FilterNegativeMarginMarkets optimization toggle allows the user to determine if 
BACE will automatically remove Markets that have a negative NPV. If this toggle is set 
to ‘Y’, BACE examines the aggregate drect costs (and wire center-specific indu-ect costs) 
and revenues for all remaining customers in the market (post user specified testing 
resulting from the use of FilterNegativeMarginCLLIs and 
FilterNegativeMarginMassMarketInMarkets) to determine if the customers provide 
a positive contribution to the CLEC, i.e., positive NPV withm each market, over the 10- 
year study time frame. If serving customers w i h  any Market has a negative NPV, 
BACE assumes that the CLEC would not offer services to these customers and thus the 
costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginMatkets toggle is set to N, all remaining Market customers 
remain in the analysis. 

Fil terNe~ativeMar&-LATAs 

The FiIterNegativeMarginLATAs optimization toggle allows the user to determine if 
BACE d automatically remove LATAs that have a negative NPV. If thts toggle is set 
to ‘Y’, BACE examines the aggregate drect costs (and LATA-specific indirect costs) and 
revenues for the positive contribution customers withm each LATA (post user specified 
testing resulting from the use of FilterNegativeMarginCLLIs, 
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FilterNegativeMarginMassMarketInMarkets, and FilterNegativeMarginMarkets) 
to determine if the LATA overall provides a positive contribution to the CLEC, i.e., 
positive LATA NPV, over the 10-year study time frame. If serving customers w i h  any 
LATA has a negative NPV, BACE assumes that the CLEC would not offer services in 
that LATA and thus the costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginLATAs toggle is set to N, all remaining U T A  customers remain 
in the analysis. 

IncludeTerminalValue 

The user can either have the model include or exclude a terminal value in the derivation 
of the model’s NPV. If the user sets IncludeTerminalValue = ‘T7 then BACE will 
include a multiple of the net book value of the assets in the NPV calculation. The model 
assumes the CLEC business, includmg its assets, is sold (e.g., as an ongoing business) at 
the end of year 10 for a value equal to the net book value of the remaining assets. The 
net book value is dscounted appropriately. If the user sets IncludeTerminalValue = 
“N” then BACE will not include any terminal value in the NPV. (Note: The multiple 
used is the value of the TerminaNalueMultiplier) 

The user enters the CLEC’s pre tax weighted average cost of capital (WACC) in decimal 
form (0-1), e.g., entry of 0.1 5 represents a WACC = 15%. 

PurchasePower 

The PurchasePower factor entered in the CLEC Study Properties table represents the 
CLEC’s purchasing power relative to BellSouth. To the extent that a CLEC has the same 
purchasing power as BellSouth, the PurchasePower factor should be set to 100 (e.g., the 
CLECs PurchasePower as a percentage of BellSouth’s Purchasing Power. For CLECs 
that have larger purchasing volumes than BellSouth and may be able to obtain lower 
pricing from some vendors, the PurchasePower factor should be set to less than 100. 
CLECs with less purchasing power may have a PurchasePower factor greater than 100. 
For Network Cost Input table records with the AffectedByPurchasePower toggle set 
to Y ,  the PurchasePower d be dvided by 100, then the result is multiplied agamst the 
Amount. 

The user selects one of the nine BellSouth regional states from the drop down list box 
provided. The selection of a state acts as a dter to the extent that the database may 
include data for multiple states. 

S ta teTaxRa t e 

The user enters the CLEC’s effective State tax rate net of the Federal benefit. The value 
should be entered in decimal form (0-1), e.g., 0.05 represents a tax rate of 5%. 
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TaxTreatmentForLoss 

The TaxTreatmentForLoss toggle allows the user to determine how taxes on tax net 
income losses are handled. If the user sets TaxTreatmentForLoss = “CarryOver” any 
tax income net loss in any year is rolled into the succeedtng year. The tax in the current 
year is then set to zero. The tax in the following year is then calculated based on the 
current year tax income and the rollover loss from the prior year. If the user sets 
TaxTreatmentForLoss = “CurrentYearCredit” the user is assuming that the loss is 
used as an offset in the current year agamst other CLEC operating profit (from other 
business ventures). As such, it is a contra-expense in the year of the tax income loss. 

The TerminaIValueMultiplier is used in conjunction with the toggle 
IncludeTerminalValue. If the user sets IncludeTerminalValue = “3‘” the 
TerminaIValueMultiplier is multiplied by the present value of the net book of the 
assets that is added into the NPV. 

UseSPAorUNET 

The UseSPAorUNET toggle in the CLEC Study Properties table allows the user to 
select if the CLEC network should use Special Access (SPA) or  Unbundled Network 
Element Dedlcated Transport (UNET) for the transport facilities between the CLEC 
collocation sites a t  the BST end offices and their collocation site at the BST Access 
Tandem. The CLEC Study Properties table toggle works in conjunction with the 
SpAOrUNETTransport field in the Network Cost Input table as a filter to include or 
exclude a cost record dependtng on the entry. 

Yearl 

In the Yearl field of the CLEC Study Properties table, the user enters the first year of 
the ten-year period to be analyzed w i h  BACE. The entry in the Yearl field can be no 
more than 20 years beyond the FirstYear date identified in the Cost Trends table. 

Optimization Steps 
The BACE user controls how the model optimizes the output based on user inputs in the 
CLEC Study Properties table. As noted above, there are 7 variables that p d e  the 
optimization: 

AllowColo; 
AllowEELs; 

0 FilterNegativeMarginCLLIs; 
0 FilterNegativeMarginMassMarketInMarkets 
0 FilterNegativeMarginEnterpriseInMarkets; 

FilterNegativeMarginMarkets; and, 
0 FilterNegativeM arginIATAs. 
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With the toggles set, BACE approaches optimization in the following stages: 

DSL deployment is first determined. T h s  is a non-user adjustable optimization. W i b  
each wire center, BACE tests whether the DSL present value of 10 years of revenue 
exceeds the DSL present value of 10 years of h e c t  costs. If the PV revenue does not 
exceed PV costs, DSL is assumed to be not deployed from the wire center. 

EELs or COLO engineering is then decided for each wire center (AllowColo = Y and 
AllowEELs = Y). T h s  determination includes the positive value of DSL deployment 
against the COLO costs, since the model assumes that DSL can only be deployed with a 
COLO approach. 

Wire centers with a negative margm are then removed (FilterNegativeMarginCLLIs = 
Y). If a wire center has a negative NPV, all revenues and costs for the wire center are 
removed. 

Mass Market customers with a negative margin withm a market are then removed 
(FilterNegativeMarginMassMarketInMarkets = Y). 

With the MassMarket customers removed from various wire centers, the economics of 
EELs versus COLO may change. Therefore, the model re-tests each wire center to 
determine whether COLO or EELs should be used in each wire center. 

Enterprise customers with a negative margm w i h  a market are then removed 
(FiltetNegativeMarginEnterpriseInMarkets = Y). 

Next, Markets with a negative margm are removed ( FilterNegativeMarginMarkets = 
Y). 

Finally, BACE tests the remaining customers withtn a LATA to determine if the entire 
LATA should be removed (FilterNegativeMarginLATAs = Y). 

The end result of the optimization should be the selection of the appropriate CLEC 
values in a state for: 

Wire center engineering; 
Served customer segments; and 
Operaung footprint. 
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BACE calculates the present value of cash outflows (costs) and cash inflows (revenues). 
In order to generate revenues, BACE identifies CLEC products, prices for the products, 
and quantities sold of the products for each year of a ten-year period. BACE uses six 
main product classifications: 1) Long &stance services; 2) voice mad; 3) switched access 
services (payments by long &stance/inter-exchange carriers to terminate local calls to 
CLEC customers); 4) DSL (standard hgh-speed connection); 5) non-DSL business data 
service; and 6) Local ( h s  includes local access, local usage, subscriber h e  charge (SLC), 
hectory assistance (DA)/operator services, and vertical features other than voice mail).lcl 
BACE represents the great majority of services that are kely to be offered but not the 
absolute scope of services that might be offered (e.g., video is not included). 

CLEC prices for these six products as well as prices for CLEC bundles of these products 
are developed by customer segment, and customer-spend category by year. 

BACE uses one residential segment and four business segments: 1) small office/home 
office (SOHO); 2) small-sized business (SME/A); 3) medium-sized business (SME/B); 
and 4) large-sized business (SME/C). Each segment is further dvided into categories 
based on the amount of customer spendmg (spend bands). The residential segment is 
divided into five spend bands (quindes) with an equal number of customers in each. 
Each of the four business segments is divided into three spend bands @gh spend, 
medum spend, and low spend) with an equal number of customers in each. Since the 
spend bands are determined at the state level, each wire center 4 contain a unique 
profile and count of the customer segment/spend data. These segments and spend 
bands allow the user to vary pricing and penetration (and implicitly, marketing strategies) 
at a granular level. Quantities of indwidual CLEC products and CLEC bundles of 
products are also developed by customer segment and customer value, by pear. CLEC 

BACE allows the user to include separate prices, quantities, and revenues for directory assistance P A )  
services, operator services (OS), and h e  maintenance if the user has the relevant values for these services. 
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revenues are developed simply as the multiplication of product price by the 
correspondmg product quantity. 

The Price Process 
As briefly discussed in Chapter 3, the Price Process (?-Process) derives the market prices 
for each of the six main products and product bundles offered by the CLEC, by 
customer segment, by year. 

The challenge in the P-Process is to find not only the per-unit price for each individual 
product sold, but also to account for the implied price of indvidual products sold as 
components withm bundles. In BACE, a bundle is a group of products or services that 
are sold together as a single unit. The user defines each bundle and its component 
products in the Bundles Table.. In order to generate inputs for BACE’s Revenue Process 
(R-Process), implied “prices” for each product/component of a bundle are imputed and 
stored. This implied or imputed price approach for bundled product/components allows 
for ease of revenue calculation and reporting of revenues at dstinct levels along the 
location and customer herarchies. 

P-Process Inputs 
Several tables provide input to the Price Process. The tables and their key input fields are 
described below. When reviewing the tables, please note how the customer, location and 
product herarches are used to determine how specific price records are applied. Also 
note, that the herarches are critical in triggering the use of the appropriate prices within 
thts multi-step process. The following tables are used in the P-Process. 

Table Bundle Price Curves - l h s  table defines the price trend (expressed as a decimal) 
per year for each product bundle over the ten-year study. l h s  wdl capture any expected 
bundle price increase or decreases over time. (Note that in BACE, the term “curve” wdl 
be used to reflect changes in values over time, by year, during the 10-year modehg 
period). 

Table Basehe Bundle Price - ‘ I h s  table defines the initial bundle prices offered to each 
customer segment in a defined geographc area. 

Table Baseline Product Price - T n s  table defines the initial prices of u la carte products by 
geographc area. The values in thls table can be thought of as representing initial standard 
market prices since the user can apply a CLEC Qscount to these prices @.e., the market 
entry dscount to increase market share). 

Table Product Price Curves - T h s  table defines the price trend (expressed as a decimal) 
per year for each product over the ten-year study. The values in thts table d capture any 
increase or decrease in product prices over time. 

Table CLEC Basehe Price Discount - This table defines the initial prices of indvidual 
bundle products by geographc area. 
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P-Process Methods 
The first task is to create the bundle price profile over time. ThIs is done by multiplymg 
the initial bundle price (Baseline Bundle Price) by the bundle price curves (Bundle 
Price Curves table.). The Bundle Price Curves table reflects changes in bundle prices 
over time. (Indeed, in BACE, the term “curve” is used to denote changmg values over 
time) ThIs task calculates a bundle price per bundle per year for every year, for each 
relevant market. 

The second task is to develop the initial discounted price for each product by applymg the 
CLEC pricing dtscount to the Basehe Product Price. This task discounts current 
basehe market-hke prices for user-adjusted CLEC dtscount levels. In essence, it creates 
an initial discounted price per product by multiplying the basehe product price by the 
CLEC product dscount (from table CLEC baseline Product dmount) where records 
match on the product hierarchy. 

The third task is to calculate the CLEC product price proiile over time. Thls is done by 
multiplymg the initial dtscounted product price by the CLEC price curves in the Product 
Price Curves table. Thls leads to a calculation of the dtscounted CLEC u la curte product 
price each year. 

Fourth, using the a‘ la curte product price, these data are joined with the Bundle table to 
find the sum of a‘ la carte prices in a given bundle in a given area by year. ThIs shows the 
price that would exist if the bundle were sold at list or retail price for each of the 
individual components (ie., at ‘6 la carte’ prices). 

Fifth, bundle adjustment factors are determined for each product in each market. By 
comparing the sum of u la carte prices (for a given customer bundle in a given area) with 
the actual bundle price for the same area and customer group, a retad price to bundle 
price adjustment factor can be calculated. The user has an option to exclude certain 
products in each bundle from thts bundle dscount calculation through the 
IncludedInDiscount field. 

The sixth task is to determine the implied or imputed dtscount off of the 6 la carte product 
prices for each product (this is controlled bj7 the user as noted in the prior paragraph) 
withm the bundles. ThIs is accomplished by multiplying bundle adjustment factors for 
each bundle by the 6 la carte prices for each bundle component. As noted, the user has 
the option of excludmg product components from thts implied dscounting process. 
Altematively, the user could assume only toll products should receive the discount by 
adjusting the IncludeInDiscount field for only toll products w i t h  the bundle 
definttion. 

This calculation of implied or imputed prices for products w i h  a bundle does not affect 
the NPV (vis-&vis a calculation with bundle prices only). However, h s  assumption 
allows for greater ease in modehg (in the P, Q, and R processes) and reviewing model 
results at oarious levels along the product, customer and location herarches. 
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At thts stage, BACE has determined the per unit product price (or implied price) for each 
individual product offered u h carte, and w i b  each bundle by all levels of location and 
customer herarchy. 

The final step is to append these product prices into the BACE processing master pricing 
table, PMaster. All prices that were established on an a' la can'e basis have "A la carte " 
appended into the bundle field. 

'he dlagram below summarizes the major tasks of the Price Process. 

P-Process: Detemiine the Price for a fa cwte and bwldfed product 
oflrsrings 

F p  2--13ACE P-Process 

The Quantity Process 
As discussed in Chapter 3, the Quantity Process (Q-Process) derives the quantity 
demanded/sold for each product and service offered by the CLEC. ('The terms 
"demand', and "quantity demanded" d be used to refer to quantities that are demanded 
and actually sold.) 

Calculating the quantity demanded of CLEC products takes into account customer 
segment demographcs, anticipated CLEC market share, year of product rollout, and 
anticipated customer chum (disconnects). 
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@Process Inputs 
BACE relies on external market demographcs. These data are provided in two input 
tables. Each table contains information on customer and wire center profiles. 

Exchange Info -- The Exchange Information table profiles each BellSouth wire center. 
The table describes each wire center in terms of its membershp in various geographic 
zones (LATA, C U I  BellSouth UNE Zones, etc). The airhe dlstance from the 
BellSouth end office to the primary BellSouth access tandem w i h  the correspondmg 
LATA is also provided. 

Exchange Demographcs -- The Exchange Demographics table profiles the customer 
population of each wire center. The wire center population is dlvided into residence and 
four business segments described earlier. This segmentation supports granular demand, 
pricing, market share considerations, and revenue analysis 

Beyond these demographcs tables, users provide addltional input in the following tables. 

CLEC Product Profiles - This table allows the user to indicate whch products are offered 
by the CLEC and w i h  what study year the product is first offered. Beyond the first 
year, the user can also input the product’s last offering year. 

Basehe Demand - The Baseline Demand table describes the expected initial demand 
for products and services offered by the CLEC. 

Demand Curves - The Demand Curves table describes the total anticipated market 
demand change for each product by customer segment, by customer-spend category, by 
year for study years 2 through 10. 

Penetration Curves For Products - ThIs table describes the anticipated CLEC market 
share for each product by customer type over the ten-year study horizon. This table relies 
upon user adjustable inputs, and also allows the user to tie product penetration to DSL 
Addressabdity. 

Chum - Thls table allows the user to describe the annual chum for each customer 
grouping for product offered by the CLEC. For BACE, Churn is described in terms of 
disconnects each year bp product. 

Bundles - The Bundles table describes those products and services that are sold w i h  
each bundle. 

CLEC Profde Bundle - T h ~ s  table allows the user to indlcate which bundles are offered 
by the CLEC and w i h  what study year the bundle is first offered. Beyond the first 
year, the user can also input the bundle’s endmg year. 

Penetration Curves For Bundles - Thls table allows the user to determine the proportion 
of CLEC product sales that occur via bundles, by year, by customer segment and 
customer-spend category, over the ten-year study horizon. For example, a penetration 
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rate of .5 indicates that 50°/o of the customers of the CLEC for a particular customer 
segment subscribe to the CLEC services through bundles. 

Market Growth - T h ~ s  table allow the user to indcate how the current customer base will 
grow over time. l h s  represents the growth of population and businesses over time. 

Q-Process Methods 

Given the contents of the demographcs and user input tables, BACE performs ten key 
Q-process tasks. The first six tasks are related to the calculation of the number of 
customers subscribing to products, by type and location, the CLEC will serve over time. 
A key concept to understand is that there is a CLEC market penetration of ctlstomers and 
then w i h  those customers a market penetration of the CLEC product’. For example, a 
CLEC may sign up a customer that takes local service and DSL, but chooses a dfferent 
carrier for long dstance services. 

First, BACE develops the CLEC customer penetration for each product on a percentage 
basis. l h s  data is contained in the Penetration Curves for Products table. T h s  data is 
adjusted to match the first year the CLEC offers each product. This is done by extracting 
from the CLEC Product Profiles table, the first year for whch the CLEC offers the 
product or service and adjusting the market share per period found in table the 
Penetration Curves for Products table. The starting year is used to reflect the CLEC 
market share in the first pear the product is offered. After the endmg year (if it occurs 
before the end of the study horizon), CLEC market share percentage is set to 0. 

Second, BACE accounts for the fact that a portion of the products are sold as bundles of 
products, by adjusting the bundle penetration curves in the Penetration Curves for 
Bundles table for each bundle to match the first year the CLEC offers each bundle (in 
the CLEC Profiles Bundle table) in the same way as it was adjusted for individual 
products. 

l b d ,  using the percentage of each customer segment takmg CLEC Products and takmg 
CLEC bundles of products, h s  step deheates the CLEC market share for each product 
per period by how the product is sold (i.e., as part of a bundle or cj la car te) .  

Fourth, BACE retneves the initial number of total market customers (assumed to include 
ILEC plus CLEC customers) by wire center, by customer segment and customer-spend 
category from the Exchange Demographics table. 

Fifth, BACE allows the user to identi5 growth in the number of total market customers, 
by year, over the 10-year period (in the Market Growth table). l h s  is combined with the 
Exchange Demographic table to create a total customer curve, representing the change in 
the number of total market customers year by pear. 

Sixth, CLEC market share percentages (on a product basis) must be translated into an 
absolute number of customers t a h g  each CLEC product. BACE calculates thts by 
multiplpg the CLEC market share values (table 44) with the demographics of each 
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customer segment and customer-spend category found in the Exchange Information 
table (adjusted for market growth). 

Seventh, the focus changes from numbers of customers to quantities of products sold. 
BACE allows the user to identify changes in the baseltne demand (from the baseline 
demand table) per customer segment and sub-segment by product, by year, using the 
Demand Curve table. (Note, user-adjustable changes in quantities demanded per 
customer is different from task 2, whch accounted for growth in the number of 
customers). The end result provides the expected average customer market demand over 
time for each product, by study year. 

Eighth, CLEC customer counts by product on a wire center basis are multiplied by the 
expected per-customer product quantities, by wire center, to determine total CLEC 
product quantities. Using a mid-year convention, the quantity of CLEC product 
demanded for the year is calculated as the average of the end of year demand and prior 
year’s end of year demand. Therefore, the amount reported is actually the mid year 
balance. 

Ninth, BACE calculates the percentage of expected CLEC net adds for each product by 
year. These percentages are calculated on a product-by-product basis for each customer 
type. Percentages are derived by applymg the disconnect percentages (from the Churn 
table) to the expected product penetration levels (Penetration Curves for Products 
table) over the ten years. These net addtion percentages are applied to the customer 
count information in the Exchange Demographc table to derive the counts of customer 
additions. 

Tenth, the count of product quantity adcbtions (over the prior year), are appended 
into table QMaster. These are used to determine the number of customer/product 
installs in each year. 

A dagram summarizing the Q-Process is shown below. 
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The Revenue Process 
The Revenue Process (R-Process) takes information from the Price and Quantity Steps 
and derives the Gross Revenue due to the CLEC. 

R-Process Inputs 
Table P Master - l k s  table contains the CLEC price information for each product by 
customer type in each served location (wire center) over the ten pears of the study. 

Table Q Master - This table contains the CLEC quantity sold information for each 
product by customer type in each served location (wire center) over the ten )rears of the 
studg. 

Table USF: Interstate Access Support - 'Ths table contains the Universal Service 
A h s t r a t i v e  Company's ("USAC") specified amounts for Interstate Access Support 
(''IAS'? payable to telecom providers by UNEZone and state. These are portable funds 
that the CLEC can claim if they are an Eligible Telecommunications Carrier ("ET,"). 
These funds are based on the number of lmes the CLEC serves per quahfylng area. 

Table USF: Hlgh Cost Loop Support - Thls table contains the Universal Service 
A h s t r a t i v e  Company's ("USAC") specified amounts for Htgh Cost Loop Support 
("HCLoop") payable to telecom providers by wire center within a state. These are 

36 



Exhibit JWS-3 

C L E C  P R O D U C T S ,  P R I C E ,  Q U A N T I T Y ,  8 
R E V E N U E  P R O C E S S E S  

portable funds that the CLEC can claim if they are an Eligible Telecommunications 
Carrier (“ETC’’,). These funds are based on the number of h e s  the CLEC serves. 

Table Alternative Units of Measure - This table allows the user to create addtional unit of 
measure records that can then be used to dnve unique costs. For example, the user may 
determine that DSOs dnve certain costs but that the DSO equivalence of services vanes. 
Through the inputs of h s  table, the user can create these altemative quantity drivers for 
services. 

R-Process Methods 

The Revenue process is a three-step process. 

First, the CLEC quantity of each product demanded (by customer segment and location) 
is multiplied by the CLEC price of each product (by customer segment and location) 
from table P-Master. Tlxs information is calculated for each studj7 year and appended 
into table R-Master as the revenue in each study year. 

Second, given the quantity of h e s  the CLEC has, the universal service fundmg revenue 
records are created based on the inputs in the USF: Interstate Access Support and 
USF: High Cost Loop Support tables. These tables provide the monthly funding the 
CLEC receives for providmg service to specific types of customers. After the universal 
senice revenue is added, BACE inserts additional quantity records based on the values in 
the Alternative Units of Measure table. 

Next, the present value of the revenue is derived. The present value (as described in 
Chapter 3) is derived on a mid-year basis. In other words, Year 1 revenue is dscounted 
to six months, Year 2 dscounted to 18 months, etc, to bring the values back to time zero. 
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USF: High 
cost coop 
Support table 

?-Process: Determine the revenue (Price x Quantity) 

Product Prices for all 
Products Sold each year Demanded Over Time 

with Yearly Additions 

Product Revenue and 
Quantities for all 

Products Sold each year 

Figure 4-BACE R-Process 
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The ON Process is BACE’s last step and calculates the cost structure of the CLEC. The 
74’ Portion calculates investments specific to the network engmeering necessary to 
origmate, transport and terminate voice and data over the public switched telephone 
network (PSTN). The ‘0’ Portion calculates investments specific to the operations of the 
company. 

ON-Process Input Structure 
ON-Process inputs are primarily contained in the Network and Operations cost tables. 
The entries in these tables largely determine the maptude of a CLEC’s network 
infrastructure and operations costs and how these costs are incorporated into the BACE 
analysis. The tables allow the user to include cost records that apply to various CLEC 
network and operational scenarios. (A cost record represents one row of the Network 
Cost or Operations Cost Input tables.) From these tables, the ON-Process determines 
the appropriate cost records to be included in the BACE analyses in accordance with the 
quantities of products sold obtained from the Q, P and R processes and user entries in 
other BACE tables. 

Put another way, based upon the manner in whch the inputs in th~s table are structured, 
dlfferent costs will be caused based upon some type of dnver (hke the number of hies in 
an wire center) or a study parameter the user enters (hke the size of the CLEC in the 
CLEC Study Properties table.) 

The entries in the tables can be thought of in several ways. 

First, some of the fields act as Filters that assist BACE in determining the appropriate 
cost records. The Filter variables generally rely on user adjustable inputs in other BACE 
tables. For example, during the initial steps of processing, BACE ignores network design 
and cost inputs that are not relevant to the user adjustable inputs entered, like the size of 
the CLEC in the CLEC Study Properties table. 
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Second, some of the fields in these tables act as Descriptors. Descriptors have no impact 
on the analysis or results but exist for documentation and information purposes only. The 
Source/Notes column is an example. 

Thwd, Value Fields are used withtn calculations and have a direct impact on the final 
results. For example, the Amount field is used drectly as the amount of the cost 
record. Another Value field, Weight, is used to factor up or down the Amount field. 

In the following discussion, keep in mind how the various ater fields are used by BACE 
with the ultimate goal of iindmg the correct cost record, then developing the appropriate 
cost based upon the Value fields. 

0 N-P rocess I n pu ts 
The following section wd  describe the fields for each entry in the Network Cost Table 
and the Operations Cost Table. As many of the field names are the same, they are treated 
together in thls section. 

The CLECType field works as a iilter to ensure that BACE includes only those cost 
records whch meet the user criteria established in the CLECType input of the CLEC 
Study Properties table. BACE map use only those cost records that have a CLECType 
equal to ALL or set to the same value as the CLECType entered in the CLEC Study 
Properties table. 

Possible entries include Large, Medium, Small and ALL. Large, Medum and Small are 
drectly related to the size of the CLEC being analyzed. Cost items with a CLECType = 
ALL are applicable to each size of CLEC. 

AcctCat 

The Account Category (AcctCat) field is another Filter field. Primanly this field helps 
categorize reported investment. 

Possible entries include Capex, COGS, Opex, Sales, Bad Debt, AdValorem and G&A. 
An entry of Capex indcates that the cost record represents a capital expenditure by the 
CLEC, for example the purchase of switchmg equipment. Cost items with AcctCat set 
to Opex represent an operational expense that would most kely not be capitahzed in the 
accounting records of the CLEC. Examples of Opex cost records include the contractual 
maintenance costs identified for VoiceMad operations that are not captured in the factors 
applied and the Repair and Maintenance cost records in the Operations Input Cost 
table. Cost items that have the AcctCat variable set to COGS (Cost of Goods Sold) 
represent costs of infrastructure or network services that the CLEC purchases/leases 
from another carrier. Unbundled Network Elements (LJNEs) and wholesale rates are 
examples of cost items that d have an AcctCat set to COGS. 

A~~hLoadings (Network Cost table only) 
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The Yes/No flag indicates whether BACE should apply the InPlant and Loadings factors 
from the InPlantAndLoadings table to the cost record. Possible entries include Y or N. 
Typically, costs that are capital expendtures represent material only and will require the 
application of InPlant and Loadmg factors and have Applyhadings set to ‘Y”. 

COLOOrEEL metwork Cost table only) 

Thls field acts to filter a record for inclusion or exclusion in combination with the 
AllowCOLO and AllowEEL variables in the CLEC Study Properties table. Possible 
entries include COLO, EEL or ALL. Cost items with COLOOrEEL = COLO d be 
included in the analysis if AllowCOLO = Y. Cost items that have COLOOrEEL = 
EEL wdl be included in the analysis if AllowEEL = Y in the CLEC Study Properties 
table. If COLOOrEEL = ALL for a cost item identified in the Network Cost Input 
table, the cost record is not impacted by the collocation or EEL network archtecture. 
Thus it will be considered in all cases. 

Note: If both the AllowCOLO and AllowEEL toggles in the CLEC Study 
Properties table are set to Y, the system d perform an economic test at each 
wire center the CLEC serves to determine the best economic alternative over the 
10 year period. 

SDAOrUNERransDort (Network Cost table odv) 

Thls field comphents the entry in the CLEC Study Properties table allowing the user 
to select if the CLEC network should use Special Access (Sp4) or Unbundled Network 
Element Dedicated Transport QJNET) for the transport between CLEC collocation sites 
at BST end offices and their collocation site at the BST access tandem. The 
SpAOrUNETTransport field works as a filter to include or exclude a cost record. 
Possible entries include SPA, UNET or ALL. 

DSlToDSOXover (Network Cost table onld 

Tnis DSlToDSOXover field comphents the entry in the CLEC Study Properties 
table. It allows the user to select if the CLEC network will use a cross over of 4 or 9 
DSOs. (A cross over of 4 indicates that the CLEC would choose individual DSOs up to 3 
DSOs, but would choose a DS1 rather than 4 DSOs.) Possible entries in the Network 
Cost Input table are 4 ,9  and ALL. A cost record with an entry of ALL indcates that the 
cost is not sensitive to the DS1 to DSO cross over. 

Cost Hierarchv : CostFam, Coskea ,  CostCntr, CostElem 

Cost herarchy inputs are typicallj7 for information only and are Descriptor inputs. They 
are used in reporting to clarifj costs to levels of the CLEC location, product or customer 
herarchy. However in h t e d  cases, BACE may use these entries to filter cost records in 
or out of a set of calculations. For example, a CostElement set to 
“GettingStartedIn~estment~~ may trigger the application of the 
PctBSTCoverageOfLATA factor. Other than these few isolated cases, the cost 
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herarchy entries have no impact on BACEs network or operational costs. Hierarchy 
entries conceptually have no h t a t i o n s  although the user should enter descriptions that 
d be helpful when analyzing results. Current entries provide increasingly more d e d  
from the highest level of the herarchy (CostFam) to the lowest (CostElement). 

CostTvpe 

The CostType field is used to determine how the cost record d be used in the 
Optimization Routines. The CostType value can be either “Direct” or “Indltect”. Cost 
records identified as Direct are costs that are considered drectly attributable to the 
product identified w i h  the product herarchy for that cost record. Indx-ect costs are 
those costs not dltectly attributable to a product.11 

Secondan7 Driver h u t s  

Cost driver inputs w i b  BACE indicate to the system how the cost record should be 
engmeered and/or assigned. In some circumstances, costs are initiated and dnven by 
product demand. In others, equipment and associated costs, are initiated and dnven by 
geographc location. For example, the model may place one switch per LATA. In yet 
other cases, costs are dnven as a factor of other capital expenditures or revenues. 

In the cases where the cost is dnven by product demand, the Secondary Driver Inputs are 
not required, and “NONE” should be entered. For cost items that are dnven by 
location, the secondary dnver inputs allow for the potential to analyze the costs per 
location based on the primary cost dnver inputs and assign the costs to the appropriate 
product via the Secondary Driver Inputs. 

Whenever Product is used as the DriverType, the Driver and QUOM entries must be 
consistent with the DriverType entered and the product herarchy identified for the cost 
record. 

SecondDriverTvDe 

In cases where the primary cost dnver type is not ‘Troduct”, the SecondDriverType 
must be identified to ensure that the costs are associated with a product or service. Vahd 
entries include Product and NONE.  

SecondDriver 

In cases when SecondDriverType is set to NONE,  SecondDriver d also be set to 
NONE. If SecondDriverType = Product, the appropriate entry for SecondDriver is 
Quantity. 

11 Note that certain indirect costs, that correspond to the level of optimization, are used in the optimization 
routines. For example, when the LITA optimization toggle is turned to yes, the UTA “induect” switch getting 
started costs are included in the optimization calculation since they become, in essence, “direct” costs of the 
geographic area being analyzed. 
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SecondOUOM 

For cases when the SecondDriverType = Product and the SecondDriverType = 
Quantity, the SecondQUOM must be set to an appropriate UOM for the product (or 
products if a product f a d y  is identified) as identified w i h  the Product fierarchy 
inputs of the Network Cost table. 

The UOM must be consistent with the UOMs identified withul the BACE Product 
Hierarchy table or those developed in the Alternative Units of Measure table. Valid 
entries include GrossAdds, Lmes, MOU and Customers. 

The following examples illustrate how the primary and secondary dnvers interact. 

Network Cost Example 1 Example 2 Example 3 
Input 

CostDriverType Product L O C  L O C  

CostDriver Quantity Cntr Elem 

QUOM Lmes Lmes Lines 

SecondDriverType NONE Product Product 

SecondDriver NONE Quantity Quantity 

SecondQUOM NONE Lmes MOU 

Table 5 - P n m q  and Secondaq Dnver Interacnon 

Example 1: The primary cost dnver is the product identified withtn the network cost table 
and thus the secondaq dnver is not required. 

Example 2: The prima137 dnver inputs indicate that the cost item is engmeered/placed on 
a per LATA basis. (Loc-Cntr indcates location is the dnver type and Cntr (center) or 
LATA is the level of geography selected.) Further, the primary inputs indcate that the 
cost is dnven by the number of CLEC h e s  w i t h  the LATA. Therefore the system will 
select appropriate costs from the network cost table based on calculated demand (for the 
product(s) identified) and the CDMn and CDMax entered for the cost item. The 
secondary inputs indcate that the costs developed should be assigned to the product 
identified withul the product herarchy inputs and allocated based on the number of lines 
for that product. 

Example 3: The primary dnvers indicate that the cost item is engmeeredlplaced at the 
wire center level. Further, the primary inputs indcate that the cost is dnven by h e s  at 
each end office location. Therefore the system will select appropriate costs from the 
network cost table based on calculated demand (for the product(s) identified) and the 
CDMin and CDMax entered for the cost item. The secondary inputs indcate that the 
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costs developed should be assigned to the product identified within the product herarchy 
inputs and allocated based on the &Utes of Use (MOU) for that product. 

ScopeCat 

The ScopeCat field is a Y/N text field that indicates whether the 
BSTAsPctOfScopeOfOperations factor entered in the CLEC Study Properties table 
should be applied to the cost record. The intent of h s  factor is to account for the larger 
operational scope of CLECs that serve customers outside of BellSouth’s territory. 

XffectedBvPurchasePower Wetwork Cost table onlv) 

AffectedByPurchasePower is a Y/N field that indicates whether the PurchasePower 
factor entered in the CLEC Study Properties table should be applied to the cost record. 
The intent of h s  factor is to accommodate different “size” CLECs having different 
purchasing power from telecommunications equipment and service providers. 

LfeCat (Network Cost table onlv) 

The LifeCat field indlcates which InPlant factor is applied. Vahd entries include Telco, 
Mat, Hardwire, PlugIn and PlugInSpStock that can be representative of Field Reporting 
Codes (FRCs) or sub-FRCs. The entry in the table must correspond to entries in the 
InPlant and Loadings factor table. 

PlantCat 

The PlantCat is an alphanumeric variable populated with asset specific codes. In the 
Network Cost Input table, the codes indcate the appropriate factors to use for trendmg 
costs over time and for retirement of assets. In the Operations Cost Input table, the 
PlantCat field identifies the asset category to whch the factor in the Amount field 
should be applied. Vahd entries for PlantCat must match the analogous entries in the 
cost trends and retirement capex tables. In many cases, FRCs or pseudo-FRCs are used to 
represent the specific assets. For example, 377C is used to identify central office 
switchtng equipment. For non-capital cost entries such as operational costs, the 
appropriate PlantCat entry is “NONE”. 

Bundle 

If a network cost is specific to a bundle, that bundle could be identified using thls field. 
Vahd entries include ResBundleA, ResBundleB, ResBundleC, SOHOBundleA, 
SOHOBundleB and SOHOBundleC. These entries are lunited to the bundle names 
deiined in the Bundles table. 

Product Nerarchv : ProdFam. ProdArea. ProdCntr. ProdElem 

If a cost is hectlp associated with a specific product (e.g., local subscription), or a product 
famtly (e.g., local) the user can enter a product in the product hierarchy fields of the 
Network and Operations cost tables. 
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BACE will assign the costs generated by that cost record to the service(s) identified. 
Inputs must be consistent with the hierarchy as entered in the Product Hierarchy table. 

Customer herarchv : CustFam. CustCntr. CustCntr 

To the extent that a cost item is hectly related to a specific segment of customers withtn 
a product (or product group), BACE allows the user to identify the customer segment via 
the Customer Hierarchy fields in the cost tables. An example in the Operations Cost 
Input table is the application of different sales costs for different customer segments, i.e., 
the user can distinguish between the cost of residential customer acquisition and the cost 
of large business customer acquisition. An example within the Network Cost Input 
table is the use of a DS1 digital loop (instead of a standard 2W wire loop) to provision 
PSTN local services to the SME/B customer segment. For this DS1 loop cost record, the 
product herarchy would be PSTN/Local/he/Subscription and the customer herarchy 
would be: 

CustFam = Bus; 

Custllrea = SME/B; and, 

CustCenter = YO. 

Note that the O/o sign is a wddcard entry indcating that all possible entries will be 
considered. Valid entries must be consistent with the Customer Hierarchy table. 

Loca tion Hterarchv : LocElem. LocArea. LocCntr. LocElem 

In many circumstances costs are specific to a location. For example, UNE prices are 
.specific to a state. In some circumstances, although the rate may be the same in all states, 
the probability of the rate being applied may be dfferent in each state and thus the 
location herarchy could be used to dstinguish the cost records from one state to the 
next. Thus BACE provides the opportunity for the user to identify network costs that 
are location specific. Valid entries for the herarchy must be consistent with the Location 
Hierarchy table. 

NtwkCat (Network Cost table only) 

The NtwkCat field indicates whether the CLEC has purchased the cost item (“owned’? 
or secured the service or infrastructure from BellSouth or another company. Valid entries 
include: 

Owned - indcates that the cost item represent equipment that the CLEC has 
purchased; 

UNE - indicates that the cost item is an Unbundled Network Element (UNE) 
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Wholesale - indicates the cost item represents a wholesale rate contracted by the 
CLEC; 

SPA - indcates the cost item is part of the Special Access rate elements; 

UNET - indicates the cost item is part of the Unbundled Dedicated Transport 
rate elements purchased by the CLEC from BellSouth; 

EEL - indcates a L N E  EEL rate obtained by the CLEC; and, 

Access - indicates all Switched Access cost elements. 

Generally, the NtwkCat entry should be consistent with the AcctCat entry for each cost 
item. 

DemandYearForBdd 

The DemandYearForBuild field captures the telecommunications 
engmeering/planning horizon dfferences for different network components. Therefore, 
the costs related to those components must be tteated dfferently. The “lumpiness” of 
the capacity of telecommunications network equipment often requires that telecom 
networks are initially designed based on the expected demand for a time period greater 
than one year. To capture h s  effect, BACE includes the DemandYearForBuild 
variable to identi@ how many years of demand should be considered when the CLEC 
mcurs a cost. 

For example, the frames required for multiplexer equipment may be designed to handle 
anticipated demand for a 3-year period. In h s  case the DemandYearForBuild variable 
would be set equal to 3 for the multiplexer frame and common plug-in equipment costs. 
However, multiplexer ‘ ‘he  cards” are not purchased 3 years in advance and thus the 
DemandYearForBuild entry for h s  cost record would be set to 1 indicating that the 
cards are purchased each year based on demand requirements. (Note: because the model 
uses annual increments, the user must enter integer values 1 or above for all cost records) 

RateZone 

RateZone is included in the Operations and Network Cost Input tables to identify the 
rate center zones related to cost records. In the Network Cost Input table, the 
RateZone field is entered for Special Access rates. The rate center zones that apply to 
each wire center are identified during the Q process and thus the appropriate special 
access rates d be applied for each wire center. Vahd entries must be consistent with 
entries in the Zone Definitions table and may include lN,  lR, 2N, 2R, 3N, 3R and “O/o”. 

UNEZone (Network Cost table onlv) 

The UNEZone field identifies the UNE zones related to certain UNE rates such as 
UNE loops and UNE EELS. The UNE zones that apply to each wire center are 
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identified during the Q process and thus the appropriate UNE rates will be applied for 
the demand in each wire center. Valid entries must be consistent with entries in the Zone 
Definitions table and the Zones with a state. Values may include: Zonel, Zone2, 
Zone3,Zone4. 

DSLAddressable 

The DSLAddressable Y/N toggle indicates if the cost item represents a portion of the 
CLEC network that can support DSL service. As part of the Q process, the Exchange 
Demographc file has a toggle to indcate that the customer segment is addressable (can 
be served) by copper cable with the design characteristics of DSL. BACE allows the 
user to indcate that if a residential or SOH0 customer is DSLAddressable, the CLEC 
may provide service over specific facilities. For example, if the customer is 
DSLAddressable the CLEC map want the ability to provide DSL service and therefore 
d use an Unbundled Non-Designed Copper Loop (UNDCL) to serve the customer. In 
this example, the user would set the cost records related to UNDCL to have a 
DSLAddressable entry = Y. The UNE cost records related to SL1 and SL2 loops 
would have a DSLAddressable entry = N since the user is indcating that these types of 
loops wdl not be used to support DSL service. 

Cost Driver InDuts 

Cost dnver inputs indicate how the cost item should be engineered and/or assigned. In 
many cases, costs are initiated and dnven by product demand. In other cases, equipment 
and the associated costs, are initiated and dnven by location, e.g., one piece of equipment 
per LATA. In yet other cases, costs are dnven as a factor of other expendtures or 
revenue. 

CostDriverTvDe 

The CostDriverType identifies the herarchy that is the primary driver for the initial and 
(perhaps) ongoing use of the cost record. In cases where product demand is the driver 
for the cost item, CostDriverType = Product. For cost items that are engineered per 
LATA or per end office, the CostDriverType = LOC, indicating that the location 
herarchy d be the primary basis for placing the equipment. Valid entries include 
Product and LOC. 

CostDriver 

The CostDriver provides additional detad about how the cost is incurred by the CLEC. 
For a cost dnven by product demand, the CostDriver = Quantity. If the cost record 
value is a factor that is applied to product revenue, the CostDriver = Revenue. In this 
case, the system d apply the factor (in the amount field) to the revenue associated with 
the product identified in the product herarchy fields for that cost record. S d a r l y ,  if the 
cost record Amount is a factor that is intended to be applied to the capital expenditures 
of specific asset categories (e.g., Maintenance factor), then the CostDriver would be set 
to Capex and BACE applies the factor to the capital expendtures for the PlantCat 
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identified for the cost record. The CostDriver e n y  must be consistent with the 
CostDriverType entry for the same cost record. Valid entries may include: QuantiT, 
Revenue, Cost and Capex (for a CostDriverType = Product); and Cntr and Elem (for a 
CostDtiverType = Loc). 

OUOM 

For a CostDriverType Product and CostDriver = Quantity, the QUOM (Quantity 
Unit of Measure) variable indcates the units in whch the demand is to be measured. In 
all cases, the QUOM is used to determine the appropriate units for the CDMin and 
CDMax variables. In cases in whch the SecondaryDriver inputs are set to NONE, the 
QUOM also determines the units for the capacity of each cost record. Valid entries must 
be consistent with the UOMs identified w i h  the BACE Product Hierarchy table or in 
the Alternative Units of Measure table and may include: GrossAdds, Lmes, MOU, 
Customers and “Yo”. 

The following examples illustrate the interaction of the primary and secondary dnvers. 

Network Cost Input Example 1 Example 2 Example 3 

CostDriverType Product L O C  L O C  

CostDriver Quantity Cntr Elem 

QUOM Lines Lmes Lines 

SecondDriverType NONE Product Product 

SecondDtiver NONE Quantity Quantity 

SecondQUOM NONE Lmes MOU 

Table 6--Pnmq and Secondaq QUOM mtemcnons 

Example 1: The primary cost dnver is the product identified W i h  the network cost table 
and thus the secondary dnver is not required. 

Example 2: The primary dnver inputs indicate that the cost item is engmeered/placed on 
a per LATA basis. (Loc/Cntr indcates location is the dnver type and Cntr (center) or 
LATA is the level of geography selected.) Further, the primary inputs inlcate that the 
cost is dnven by lines w i t h  the LATA. Therefore the system wdl select appropriate costs 
from the network cost table based on calculated demand (for the product(s) identified) 
and the CDMin and CDMax entered for the cost item. The secondary inputs inlcate 
that the costs developed should be assigned to the product identified withtn the product 
herarchy inputs and allocated based on the number of lines for that product. 

Example 3: The primary dnvers indicate that the cost item is engmeered/placed at the 
wire center level, i.e., at the BellSouth end office level. Further, the primary inputs indicate 
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that the cost is dnven by lines at each end office location. Therefore the system d select 
appropriate costs from the network cost table based on calculated demand (for the 
product(s) identified) and the CDMin and CDMax entered for the cost item. The 
secondary inputs indcate that the costs developed should be assigned to the product 
identified w i h  the product herarchy inputs and allocated based on the &Utes of Use 
(MOg for that product. 

CDi” and CDMax 

In some circumstances, the appropriate choice of telecommunications equipment is 
dnven bg the level of demand. Different sized equipment with dlfferent costs, may be 
appropriate under different conditions. The CDMin and CDMax variables, in the units 
of the QUOM, are used to accomplish dxs task. For example, anticipated demand in a 
rural area mal7 establish that a 5000 h e  switch is appropriate whde a 45,000 line switch 
may be appropriate for a densely populated urban center. BACE addresses thls need by 
allowing the user to enter multiple switchmg cost records that represent the same cost 
components (e.g., cost per h e )  but dlstingush the costs by the size of the switching 
requirement thus ensuring the cost is only accounted for once. For example, switchmg 
investments could be established for switches: 

0 with less than or equal to 10,000 hes ;  

0 more than 10,000 up to and includmg 25,000 lines; and, 

0 greater than 25,000 h e s .  

BACE compares the demand established in the Q process to the values for CDMin and 
CDMax. M a h g  h s  comparison allows BACE to determine which cost record is 
appropriate for each situation. 

Frequencv 

The Frequency field identifies how often a cost should be applied. In addition to the 
traditional recurring and non-recurring costs, speciahzed frequency variables were 
developed to ensure that costs are applied only when required. Valid entries and their 
treatment in BACE are in the table below. 

Frequency Entry BACE Treatment (example) 

Recurring Treated as monthly, i.e., Amount is 
multiplied by 12 to obtain annual cost - 
e.g., monthly UNE loop rates. 
(Xnnualization onlv applies to non-capex 

49 



Exhibit JWS-3 

T H E  O P E R A T I O N S  A N D  N E T W O R K  E X P E N S E  P R O C E S S  

Frequency Entry BACE Treatment (example) 

NonRecurdng 

NonRecurringNetwork 

NonRecurdngChurn 

AcctCat cost records) 

Cost which is incurred once per unit (e.g., 
sales acquisition costs, where the unit is a 
customer) 

Cost whch is incurred once per unit. In 
i h s  instance, the unit is a network 
component that is not expected to change 
in volume with a change in customer 
demand. The cost record is applied to the 
incremental new demand each year for 
the component. 

Amount is multiplied by user entered 
churn rates to account for the fact that the 
cost is caused by customer chum (e.g., 
non-recurring UNE loop disconnect 
rates) 

Annual 

Usage Not used 

Occurs only once per year (G8rA capex) 

Table 7--Frequenq Values 

Capacity 

7 3 s  variable identifies the engineering capacity, measured in the QUOM (or 
SecondQUOM) units, relative to the Amount entered for each cost record. The impacts 
of udzation and concentration ratios are accounted for in the Capacity of each cost. 
Further, the Capacity is identified in equivalent usable units for each cost record. For 
example, if a DSLAM has a physical h t a t i o n  of 200 h e  terminations and a maximum 
effective uulization of 8O%, Capacity = 200 * 0.8 = 160 (with the QUOM = Lmes). 

Weight 

7 3 s  variable is generally used to identifj the probability of a cost occurring. The Weight 
variable is used as a multiplier against the Amount and indcates how many units of the 
cost are required per the Capacity specified. For example, if a cost record has an 
Amount = $5, Capacity = 100, QUOM = lines and a Weight = 2, BACE wdl place 
$10 of cost (Amount * Weight) for each 100 h e s  of demand identified by the Q 
process. 

WeageBased (Network Cost table onh7) 
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Thls Y/N toggle indicates if the Amount entered for the cost record is a p e r - d e  rate 
and thus must be multiplied by mileage. Mdeage is provided in the Exchange 
Information file as air miles from each BellSouth end office to the BellSouth access 
tandeml?. 

Amount 

Amount is the amount associated with each cost record. In the majority of cases the 
Amount is expressed in dollars. For example, the monthly rate associated with UNE 
loops is entered. However, BACE does not require that Amount be expressed in dollars. 
Since some costs are developed as a factor of product revenue or a percentage of 
switching investment, Amount can also be a factor. In these instances, the 
CostDriverType, CostDriver and QUOM must be set appropriately. 

Vintage (Network Cost table odv) 

The Vintage variable indicates the year in whch the Amount was developed. This input 
provides the basis for each cost item that is trended over time using the asset specific 
factor in the Cost Trends table. For example, switchtng investments (identified with 
PlantCat = 377C) have a Vintage of 1998. BACE brings the switch investment from 
1998 to the Yearl date identified in the CLEC Study Properties table using the 377C 
cost trends factors. These Yearl investments are then used for Yearl cost calculations. 

Source/Notes 

The source/notes field is used for informational purposes only. 
calculated results. 

It has no effect on 

Operations and Network Process Methods 
The Operations and Network ON-Process is split into three major phases. First is the 
cost preparation phase during whch all of the costs are filtered and arranged in 
preparation for a l i p g  the costs with the results of the price, quantity and revenue 
processes. The second phase develops appropriate network and operational costs using 
the cost records prepared in the first phase. The third phase of the ON process 
incorporates a series of optimization routmes to assist in reflecting efficient CLEC 
operations. 

Cost Preparation Phase 

The first task is to identify all of the possible investment items that can be dnven bj7 
BACE. Thls requires resolving all of the ddca rd  logic that exists in the Network and 
Operations Cost Input tables. 

12 Air mileage is appropriate in this case since air d e s  are used to rate Special Access, EELS transport and UNE 
Dedicated Transport, 
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Next, since BACE’s network and operations cost tables may have inputs for various 
alternative network and operational scenarios, BACE has several user inputs that act as 
filters on the network and operations cost input tables. In other words, the user, via these 
user adjustable inputs, determines how BACE constructs the CLEC network. These 
inputs are found in the CLEC Study Properties Table. Relevant inputs include: 
AllowColo, AllowEELs, CLECType, SpAOrUNETTransport, DSlToDSOXOver. 

For example, if the AllowEEL toggle is set to N, then all cost records in the Network 
Cost Input table with the Colo/EEL input set to EEL are eluninated. (A cost record is 
reference to one row of the Network Cost Input or Operations Cost Input table.) 
SMarly,  when the AllowColo toggle is set to N, the cost records with Colo/EEL set to 
Colo are removed. 

The next task is for BACE to apply the scope and purchase power factors. W i h  the 
CLEC Study Properties table, the user enters these two factors. The 
BSTAsPctOfScopeOfOperations factor accounts for the relative size of the CLECs 
national scope of operations as compared to the BellSouth operating territory w i h  the 
state being analyzed. The second factor reflects the CLEC’s ability to secure pricing 
dscounts for network equipment (PurchasePower) vis-i-vis the purchasing power of 
BellSouth. For all network and operations cost records that have ScopeCat = “Y, 
BACE WI.U apply the BSTAsPctOfScopeOfOperations factor entered by the user to the 
values in the Amount, CDMin, CDMax and Capacity fields. For all Network Cost 
Input table records with the variable AffectedByPurchasePower = “Y“, the Amount 
field value will be multiplied by the PurchasePower factor. 

Following the application of scope factors, all non-capital recurring costs entered into the 
operations and network cost tables are converted from monthly to annual. Since BACE 
works with annual quantities, these records must be multiplied by 12. Thus, records with 
AcctCat not equal to “Capex”, that have Frequency set to recurring and have a cost 
dnver of quantity, the value in the Amount field is multiplied by 12. 

In most cases, telecommunications network equipment requires an initial outlay to the 
equipment vendor as well as other outlays to install the equipment, to ensure that the 
equipment is properly connected to other equipment, and to provide a safe and efficient 
environment for the equipment to operate. To  capture these investments BACE uses a 
series of factors that are entered by the user in the InPlantAndLoadings table. 
Applymg InPlant factors is the next processing task. 

InPlant factors account for the cost of i n s t ahg  network equipment. Since the effort 
required to install equipment varies by type of equipment, these factors are specific to an 
asset account class (Plantcat) and can further be classified at the sub-account level 
(Lifecat). For each capital network component identified in the network cost table, the 
investment amount is multiplied by the InPlant factor whose PlantCat and LifeCat 
match those of the cost record. The result is an InPlant investment that captures the costs 
related to the material investment, any vendor enpeering and installation required, and 
installation investments of the CLEC. 
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In addition to the InPlant investment, the CLEC must make investments to ensure that 
the equipment is properly connected withm the network and that the equipment has the 
proper power to function. These investments are captured by the Support Equipment 
Loadmg and Power Loadmg, respectively, applied to the InPlant investment. For each 
capital network component identified in the network cost table, the InPlant investment is 
multiplied by the Power and Support factor with a matchmg PlantCat (there is no 
LifeCat deml for power and support). The Support and Power factor is applied dyectly 
to the InPlant investment to create an investment that captures material investment, 
vendor engmeering and installation, the CLECs engmeering and installation costs and 
support and power equipment costs. 

Finally, for equipment that is purchased by the CLEC and housed within CLEC-owned 
buildmgs (i.e., not in collocation space), the CLEC must capture the investment related to 
outlays for land, building, pole, conduit, trenchmg, and Rtght-to-Use (Rw fees. For all 
capital cost records in the network cost table that have Applyhadings = ‘Y” , BACE 
wdl search for loadmg factors (in the InPlantAndLoadings table) that have PlantCat 
and LifeCat variables that matches the PlantCat and LifeCat of the cost record. For 
each cost record, all appropriate loadmgs are applied to the InPlant investment (including 
the power and support loading). However, since the investments being created from 
these loadings are not in the same asset class as the oripal equipment, the resulting 
investment loadmgs are entered as a new cost record in the cost table and associated with 
the LoadingPlantCat as entered in the InPlantAndLoadings table. The PlantCat of 
each network cost record is used in later calculations includmg the determination of 
appropriate retirement and reinvestment in replacement assets. 

Next, BACE identifies how the vendor prices and investment values d change over the 
10-year study. These factors are a user input into the Cost Trends table. 

Trendmg is performed in two steps. In the first step, the capex &e., capital investments) 
are brought from their vintage year (as entered in the Network Cost Input table) to the 
6rst year of the study (as entered in the CLEC Study Properties table). Based on these 
inputs, and matching on the PlantCat to ensure the cost trend for the appropriate 
PlantCat is assigned, BACE identifies the appropriate cost trend changes and applies 
them to the prior period investment value resulting in an investment value that is 
consistent with the first year of the study. The second step calculates the investment in 
pears 2 though 10 by applymg the nine subsequent cost trend factors to the cost record, 
again matchmg on the Plantcat. The result is that each capital investment item has an 
amount for each of the ten years that will be applied withm the calculations. Note that 
since the operational costs are entered for each of the ten years of the study, the cost 
trend factors are not applied to the operational costs in the Operations Cost Input table. 

Withm h s  same step, BACE applies the Weight input (entered in the Network Cost 
Input table) to each of the cost records. The Weight input generally reflects how often 
the cost record occurs and thus is applied to the value in the Amount field for each year. 

Next the implications of customer churn are considered. The rate of customer churn has 
an impact on how often some costs d occur. These costs, generally UNE dsconnect 
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fees, have Frequency set to ‘NonRecurringChurn”. For each of these cost records, 
BACE matches the customer segment of the cost with the churn rate appropriate for that 
customer segment as entered in the Churn table, and applies the churn rate to the value 
in the Amount field of the cost record. 

Next, to accommodate the fact that a CLEC, by instahg certain equipment in a LATA, 
may be able to serve customers via UNEs from carriers other than BellSouth withm that 
same LATA, BACE includes a variable accounting for the percentage of these UNE- 
available customers within each LATA that are served by BellSouth. T h s  allows BACE 
to apportion some of the k e d  costs w i h  a LATA to both the BellSouth operating area 
and the other ILECs w i h  the LATA. The BSTCoverageOfLATA table provides the 
percentage of h e s  that are served over BellSouth facilities withm each LATA of each 
state. Since the capacity of some equipment placed in each LATA can serve customers 
other than those on BellSouth fadties, the investment for these items (e.g., the switch 
Getting Started Investment) is multiplied by PctBSTCoverageOfLATA entry 
appropriate for the state and LATA where the equipment is placed. 

Network Requirement and Cost Development Phase 

With the appropriate cost records identified, BACE develops the foundation for 
determining costs incurred by the CLEC by calculating the underlymg service and 
equipment requirements. Results from the Q-Process that identi$ demand (where 
appropriate) for each of the various levels of the product, customer and location 
herarches provide the basis for establishmg an appropriately sized CLEC network 
archtecture. 

For network equipment purchased by the CLEC, determining the appropriate equipment 
and number of units to install relies on network enpeering rules and equipment 
capacities. Practically, CLEC engmeers would likel~7 examine demand forecasts for a 
period of time (the time frame is dependent on the type of equipment), work with 
vendors to identif) the equipment appropriate to meet the demand and purchase 
equipment sufficient to accommodate the expected demand, any a b s t r a t i o n  
requirements, spares and perhaps growth. The identification of the number of capital 
cost units to install w i h  BACE is s d a r  to h s  process. 

The Network Cost Input table has entries identifying capital investments related to the 
various types of telecommunications equipment the CLEC wdl purchase. Each cost 
record has an associated Product herarchy, DemandYearForBuild, CDMin, CDMax 
and Capacity that is relative to the investment Amount. Note: The Capacity entry 
should reflect the point of relief for the equipment component investment, not the 
ultimate physical/logical capacity. 

For each of the capital cost records, BACE develops the demand requirements in each 
year based on the product, customer and location herarchies specified in the Network 
Cost Input table (based upon output of the Quantity process). The value of the 
DemandYearForBuild input determines how many years of demand are used to 
determine the initial unit number of each capital cost record that is required. For 
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example, if DemandYearForBuild is equal to 5 then BACE wdl use the first five years 
worth of demand. Once the appropriate demand value is determined, BACE identifies 
the appropriate cost record to use by comparing the demand to the CDMin and 
CDMax of the cost record. If the demand does fall between the CDMin and 
CDMax values, the cost record is not used. If the demand does fall within the CDMin 
and CDMax values entered, the demand is divided by the capacity of the cost record and 
rounded up to the next integer to determine the number of cost items that the CLEC 
requires 

For each subsequent year, the annual number of capital cost records is determined by 
dividmg the annual demand by Capacity and roundmg up to the next integer. In any 
year in whch the number of units of the cost item increases from one year to the next, 
additional capacity is required, and h s  d triger addtional investment for that cost 
record in that year. 

For capital cost records that have a Frequency of “StartUp” or “Annual”, development 
of unit quantities is more straightfonvard. Cost records with Frequency set to “StartUp” 
are placed at the bepning of Year 1 of the study (e.g., Operations Support Systems). 
Cost records with Frequency set to “Annual” are placed once each year regardless of 
capacity (e.g., G&A capital expendmres). 

Next, BACE develops the number of units required for non-capital cost records. The 
development of number of network components purchased by the CLEC as wholesale 
services, such as reselling of long &stance service or the purchase of Unbundled Network 
Element Loops (LJNE-L) from other carriers is s d a r  to that described above for capital 
cost records. CLEC engmeers kely examine demand forecasts and determine the 
amount of number of non-capital cost items to be purchased. However, the rate 
structure of the carriers s e h g  wholesale services is dfferent including recurring and non- 
recurring fees, as well as rates that only apply under special circumstances. BACE logic 
accounts for these unique characteristics of non-capital costs. 

For non-capital cost records that have a Frequency of Recurring or NonRecurring, 
BACE uses the demand requirements in each pear (from the Q Process) based on the 
product, customer and location herarches and the UNEZone and Ratecenter entries 
in the Network and Operations Cost Input tables. The units of demand are based on 
the entry for QUOM and/or the SecondQUOM for each cost record. The value of the 
DemandYearForBuild input determines how many years of demand are used to for the 
initial unit quantity for each non-capital cost record. Once the appropriate demand value 
is determined, BACE identifies the appropriate cost record to use by comparing the 
demand to the CDMin and CDMax of the cost record. If the demand does not fall 
between the CDMin and CDMax values, the cost record is not used (e.g., if the demand 
is below the minimum for a DS3, then a DS3 ud not be deployed and the DS3 cost 
record is not used). If the demand does fall w i t h  the CDMin and CDMax values 
entered, the demand is dvided by the Capacity correspondmg to the cost record and the 
result is rounded up to the next integer to determine the unit quantity of the component 
required. In BACE non-recurring cost records are generally those that are reflected due 

. 
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to either: 1) initial levels of demand; 2) churn; or 3) demand changes that are inherently 
incremental on a yearly basis (i.e., net adds for the year period). 

For each subsequent year, the annual number of non-capital cost items is determined by 
dvidmg the annual demand by capacity and roundmg up to the next integer. The main 
dfference between capital and non-capital cost records is that COGS costs are incurred 
for all demand each year; there is no development of the incremental capacity from year 
to year when the Frequency is set to Recurring. 

However, there are a few non-recurring costs associated with capacity and activities that 
might recur. These cost records have Frequency set to “NonRecurringNetwork“ and 
those items that are often purchased in bulk capacity, may need incremental additions 
over time and thus may have non-recurring costs that are re-incurred infrequently. 
Examples of these are preparation of collocation space and Special Access transport 
capacity. The CLEC incurs these costs with each purchase of capacity. In anp year in 
whch the unit quantity increases from one year to the next, addtional capacity is required 
and h s  wdl trigger additional investment for that cost record in that year. 

Next BACE determines the replacement capital expenses based upon the retirement of 
plant. Based on the user entered asset class specific values in the Retirement Input table, 
Gompertz-Makeml3 survival curves are used to estimate the hkehhood of retirement in 
each year. These hkelihoods are then used as the estimated value of percentage of 
retirement in each year. Using these values, BACE determines the amount of each capital 
asset that must be retired and thus replaced in the network by year. The resulting cost 
records have an AcctCat of “RetireCapex”. 

Finally, with the costs of each network component and/or service developed for each 
year of the 1O-gear period based on demand, BACE develops the net present value for 
each cost record as shown in Chapter 2. By setting the CLEC Study Properties value 
of IncludeTerminalValue to ‘‘3‘” the model wdl include the net book value of the assets 
into the NPV value. T h s  NPV addttion is based on a 10-year dtscount value (ie., at the 
end of the l O *  year, not midyear of the lod’ year). 

Network Optimization Phase 

With the NPV of each cost record identified, BACE has the ability to identi@ 
economically efficient ways for the CLEC to optimize its operations. As noted in 
Chapter 3, BACE provides for seven types of optimization processes, six of whch are 
user adjustable. The optimization processes search for specific activities that yield a 
negative net present value, and then eluninate that activity. The seven activities that can 
be optimized are: 1) the use of EELS and/or full end-office collocation; 2) the provision 

13 BACE recognizes that plant retires over time and needs to be replaced. BACE uses a probabilistic approach to 
retirements based upon the Gompertz-Makem retirement curves. These Gompertz-hlakem curves are a standard 
approach used in the telecom industn to understand the retirement patterns of telecommunication assets. From 
the use of Gompertz-Makem, BACE derives the probability of retirement, by type of asset, in each year. This 
probability is used to estimate the expected value of plant replacement in year. 
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of DSL within the wire center (not user adjustable); 3) keep or elirmnate CLEC service in 
total for a wire center; 4) keep or e h a t e  CLEC service in total for Mass Market 
customers in a market; 5) keep or eluninate CLEC service in total for Enterprise 
customers in a market; 6) keep or elmmate CLEC service in total for a Market; and, 7 )  
keep or e h a t e  CLEC service in total for a LATA. These are dscussed below. 

Based on the wholesale services offered by BellSouth, the CLEC has multiple options for 
how it establishes its wire center network archtecture. To serve customers connected to 
a BellSouth end office the CLEC can use EELs and collocate at a distant wire center, or 
collocate at the end office as well as a distant wire center (e.g., BellSouth Access tandem). 
The CLEC Study Properties table has toggles for the user to identify whether then 
CLEC wlll: 

a) establish collocation space at each end office (AllowColo = ‘Y” and AllowEELS 
=’”’’); 

b) use EELs and not collocate at ani7 end offices (AllowColo = ‘W” and AllowEELS 
=”Y”); or, 

c) allow BACE to determine the most economic approach (AllowColo = ‘Y” and 
AllowEELS =”Y’’). 

If the user has set the toggles for always EELs or always collocation, then this step is not 
required. However, when the user wants to have the CLEC establish the most economic 
approach to the network archtecture, BACE develops costs for both architectures based 
on the dtrect cost of each. In addition, since the CLEC cannot offer DSL service to 
customers served via EELs, the selection analysis must include the impact of DSL 
service. Thus, the dtrect cost of the EEL archtecture for each wire center is then 
compared to the dtrect cost of the collocation archtecture plus the profit of DSL service 
for that wire center (includmg if the DSL margm is negative for that wire center). The 
best economic alternative is selected for implementation. 

Following up the network archtecture task, BACE examines DSL-related dtrect costs 
and revenues for each wire center to determine if the wire center provides a positive 
contribution, i.e., positive NPV, over the 10-year study time Erame. If DSL services have 
a negative NPV for any specific wire center, BACE assumes that the CLEC would not 
offer DSL in that wire center and thus the DSL costs and revenues are removed from the 
overall analysis. It is important to note that only the DSL related cost and revenues are 
removed. The CLEC is assumed to continue to offer other services to the customers of 
that wire center. The DSL optimization is not a user-adjustable option; ie., DSL 
optimization always occurs. 

The CLEC Study Properties table includes an input to FilterNegativeMarginCLLIs. 
If this toggle is set to ‘T”, BACE examines the direct costs (and wire center specific 
inhect costs) and revenues for each to determine if the wire center provides a positive 
contribution to the overall operation of the CLEC, i.e., positive NPV, over the 10-year 
study tune frame. If serving customers within any wire center has a negative NPV, 
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BACE assumes that the CLEC would not offer services in that wire center and thus the 
costs and revenues for that wire center are removed from the overall analysis. 

‘ The CLEC Study Properties table includes an input to 
FilterNegativeMarginMassMarketInMarkets. If h s  toggle is set to “Y“, BACE 
examines the aggregate h e c t  costs and revenues for Mass Market customers for the 
positive contribution-wire centers (if the FilterNegativeMarginCLLIs is set to Y ,  all 
wire centers otherwise) w i h  each market to determine if the customers provide a 
positive contribution to the CLEC, i.e., positive Mass Market NPV withtn each market, 
over the 10-year study time frame. If serving Mass Market customers withm any Market 
has a negative NPV, BACE assumes that the CLEC would not offer services to these 
customers and thus the costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginMassMarketInMarkets toggle is set to N, all remaining Mass 
Market customers remain in the analysis. 

If Mass Market customers are removed, BACE re-examines whether COLO or EELS 
should be used within each wire center. Thls re-analysis is dnven by the fact that the 
reduction in the customer base w i h  a wire center map change the economics of EELS 
and/or COLO. 

The CLEC Study Properties table includes an input to 
FilterNegativeMarginEnterpriseInMarkets. If h s  toggle is set to ‘Y”, BACE 
examines the aggregate &ect costs and revenues for Enterprise customers for the 
positive contribution-wire centers (if the FilterNegativeMarginCLLIs is set to Y, all 
wire centers otherwise) w i h  each market to determine if the customers provide a 
positive contribution to the CLEC, i.e., positive Enterprise NPV w i h  each market, over 
the 1 O - l ~  study time frame. If serving Enterprise customers wihn  any Market has a 
negative NPV, BACE assumes that the CLEC would not offer senlces to these 
customers and thus the costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginEnterpriseInMarkets toggle is set to N, all remaining Enterprise 
customers remain in the analysis. 

The CLEC Study Properties table includes an input to 
FilterNegativeMarginMarkets. If h s  toggle is set to “Y“, BACE examines the 
aggregate duect costs (and wire center-specific induect costs) and revenues for all 
remaining customers in the market (post user specified testing resulting from the use of 
FilterNegativeMarginCLLIs, FilterNegativeMarginMassMarketInMarkets and 
FilterNegativeMarginEnterpriseInMarkets) to determine if the customers provide a 
positive contribution to the CLEC, i.e., positive NPV withm each market, over the 10- 
year study time frame. If senring customers withtn any Market has a negative NPV, 
BACE assumes that the CLEC would not offer services to these customers and thus the 
costs and revenues are removed from the overall analysis. If the 
FilterNegativeMarginMarkets toggle is set to N,  all remaining Market customers 
remain in the analysis. 

The CLEC Study Properties table includes a user input to 
FilterNegativeMarginLATAs. If &IS toggle is set to “Y“, BACE examines the 
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aggregate direct costs (and LATA-specific indirect costs, e.g., switch getting started costs) 
and revenues for the positive contribution wire centers (if the 
FilterNegativeMarginCLLIs is set to Y ,  all wire centers otherwise) withm each LATA 
to determine if the LATA overall provides a positive contribution to the CLEC, i.e., 
positive LATA NPV, over the 10-year study time frame. If serving customers within any 
LATA has a negative NPV, BACE assumes that the CLEC would not offer services in 
that LATA and thus the costs and revenues are removed from the overall analysis. 

Final Cost Phase 
The final step in BACE processing is the calculation of the income tax liabhty. First, the 
user indicates how the tax liability is treated specifically for those years in whch a tax 
income @.e., income calculated for tax purposes) loss is incurred (a negative tax liability). 
The user controls the treatment of a loss by setting the CLEC Study Properties value of 
TaxTreatmentForLoss to either CarryFonvard or CurrentYearCredt. If the user 
selects CarryFonvard, any tax income loss is carried to succeedmg years. The net of the 
CarryFonvard loss and the current year’s tax income is then used to determine whether a 
loss exists. If the user selects 
CurrentYearCredt the tax loss is actually shown as a contra-expense in that year. This 
selection implies that the CLEC has other “profitable” business entities, and that the 
modeled operations loss ulll be used to offset some portion of the total CLEC tax liability 
created from accounting profits in its other operations. 

ThIs process continues through all ten years. 

Once the user selects the Tax-treakent method, BACE calculates an estimated net 
income statement for tax calculation purposes. ThIs includes an estimate of the yearly 
book depreciation (which is based on the plant lives entered in the Retirement Input 
table). In addtion, an estimate of the yearly interest expense is made using the sum of the 
capex in the current period and from succeedmg periods multiplied by the debt 
percentage (1-EquityPct) and a debt rate calculated in the model from the user’s inputs 
in the CLEC Study Properties for EquityPct, EquityRate, PreTaxCostOfCapital. 

From the net income statement, the model calculates the estimated annual taxes based 
upon an effective tax rate that is based on the user inputs in the CLEC Study Properties 
for StateTaxRate and FedTaxRate. The effective tax rate accounts for the fact that 
state taxes impact the federal tax liabilities. 

Finally, once the estimated taxes are calculated, a tax to NPV ratio is developed so that 
the taxes can be apportioned down to the reporting levels in BACE. This apportionment 
is only performed to allow the user to analyze impairment using any of the various data 
dunensions in the model. 
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Because BACE is a rclatlonal model, the followmg appendices provide detalled mformatlon on the tables, fields and rules used in 
the model 

_ _  _ I _  - I _- 
Format 

_ "  - 

FieldName 

AccessChargeType I AccessChargeType I Alphanu 
__ I _  I 

1 meric 
I 

1 

1 

- _ _  - - 
Type Explanation 

Input Designates 
- --__I_ - 

which access 
charge 
adiustments to 

.̂. I ___ ". 

Valid Entries andlor 1 Interactions 
Examples 
IntraLATA, InterLATA, 
International, 
800Senrices, CC 

"-"...._.._..__--"I____̂  ". ".- 
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FieldName i Alias 
I _ _  _ _  - I - "  

_ _  __  
AccessToLocal MO U F 
actor 

_ -  __ - ___ 
AccessToLocal MO U 
Factor 

AcctCat 

I I__ -- "_l_ 

AffectedByPurchaseP 
ower 

AllowColo 

Account Category 

- - I  ~ ^_i _I-_I 

AffectedByPurchase 
Power 

AllowColo 

Format 

__ 
Decimal 

Alphanu 
meric 

- " "  

Flag 

Flag 

Type Explanation Valid Entries and/or Interactions 
Examples - - _  - -- - -- -- I ____ - - 

1 : 
" . .. . 

/ Input 
I 

1 
i 
i . . . .  

Input 

,. _". . -" 
Input 

! 

!.  
j Input 

1 

I 

apply to various 
customers 

A factor which 
converts 
access minutes 
to local minutes 
of use- 

Classifies / 
organizes 
computed costs 
into groups on 
selected output 
reports 

Indicates 
whether the 
Purchasing 
Power factor 
applies to a 
network cost 
item 

- _ _ "  - ~ 

A yes indicates 
that the CLEC 
establishes 
collocation 
space at each 
end office 

" _  

Capex, COGS, Opex 

- _ -  - 
Y or N 

Y or N 

Found in the 
CLEC 1 
Properties 
Table I 

- - I 
Entered in 
cost input 
tables 

Purchase 
Power factor 
is an input in 
the CLEC 
Study 
Properties 
table 
If AllowEELs 
is also set to 
"Y", BACE 
performs 
and 
economic 
test and 
uses the 
most 
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A P P E N D  

FieldName 

AllowEELs 

Amount 

X A  

.. . . . - . . . 

Alias I Format 

AllowEELs 

Amount 

Flag 

Decimal 

Type 
- _  

Input 

Input 

Explanation 

A yes indicates 
that the CLEC 
does not 
collocate at any 
end offices 

States the 
value of an 
item. May also 
have a suffix 
( e a .  1. 2 . L O 1  

j Interactions Valid Entries and/or 
ExamDles 

Y or N 

$00.00 or xx.yy% 
(percentage entered as 
0.xxyy) 

... ..... .^".._. .. 

efficient 
mechanism 
at each end 
office. 
Found in the 
CLEC Study 
Properties 
Table 

If AllowColo 
is also set to 
"Y", BACE 
performs 
and 
economic 
test and 
uses the 
most 
efficient 
mechanism 
at each end 
office. 
Found in the 
CLEC Study 
Properties 
Table 
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A P P E N D I X  A 

FieldName 

Anchor 

Appl yLoadings 

BookingConvention 

BSTAsPctScopeOfOp 
erations 

Alias 

_ "  

Anchor 

ApplyLoadings 

Booking Convention 

1 1 BSTAsPctScopeOfO 

j perations 

Format 

.. . 

Flag 

-. 

Flag 

i i 
. ... . 

Input 

_ _ _  
Input 

Input 

Input 

Explanation 

to indicate how 
amount varies 
across years of 
1 through 10 of 
study. 
Specifies 
whether a 
particular 
customer and 
product 
combination is 
an anchor (i.e., 
prerequisite) 
offering for a 
CLEC 
Indicates 
whether 
Loading factors 
apply to a 
network cost 
item 
Fixed to mid- 
year 

_ _ I  _ .  

j Valid Entries and/or 
I - Examples _ _  - _ _  _ -  

True or False 

- -  

Y or N 

., I* .". .. . ._. ." , 

1 Mid-Year 
I 

This variable 
helps account 
for the 
ooerational , 

i OtolOO 

Interactions 

Entered in 
Network 
Cost Input 
table 

_ _  - - i 
Found in the 
CLEC Study 
Properties 
Table 
Found in the 
CLEC Study 
Properties 
Table 
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A P P E N D I X  A 

FieldName 
_ _  I 

- -  
Bundle 

I 

C 

" "  

Capacity 

CapexPlantCat 

Alias 

_ _ ^  

Bundle 

C 

__.  

Capacity 

"- 
Capex Plant 
Category 

1 Format 

Alphanu 
meric I I 

i ." ". __ 1 Decimal 

~ 

i 
i 
I ._-.,."I ... "..".""" 

Decimal 

Alphanu 
meric 

I 1 Type Explanation 

I 
- -- - . . - - - - I 

Input 

- -  
Input 

_- - 

Input 

" "  

Input 

scope of the 
CLEC 
compared to 
BST. 

Defines product 
packages sold 
to various types 
of customeLs 
Parameter in 
the Gompertz- 
Makem survival 
curve. Used to 
determine 
retirement 
cape!- II_ 

Specifies the 
usable capacity 
(measured in 
UOM) 
associated with 
a network or 
operations cost 
item (relative to 
the amount) I _  I 

Identifies the 
field reporting 
code that a 
loading should 
be applied to 

__I_ - 

Examples -- __ 

ResBundleA, 
SOHOBundleC 

Valid Entries andlor 

" _  

1.13 

- _ 
0 - 99,999,999,999 

_ _ _  
257C, 377C, 852C 

I Interactions 

Entered in 
the 
Retirement 
Inputs table 
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A P P E N D I X  A 

FieldName 

CDMax 

CDMin 

CEA 

j Alias 
I 

CDMax 

CDMin 

" - - "  - _ _  

1 Format 
f 
1 . . __ 

I Component j 

Integer 

" _  

Integer 

- 

j Type Explanation 
I 

-. - .  . ._ 

Input Establishes the 
highest cost 
driver quantity 
to which the 
driver applies. 
This allows for 
the model to 
graduate up (or 
down) the unit 
cost of specific 
cost drivers 
relative to the 
quantity of 
driver. 

Input Establishes the 
lowest cost 
driver quantity 
to which the 
driver applies. 
This allows for 
the model to 
graduate up (or 
down) the unit 
cost of specific 
cost drivers 
relative to the 
quantity of 

- _  driverL I 

Valid Entries andlor 
- Examples - - - --_ - - . . 

0 - 99,999,999,999 

I " 

0 - 99,999,999,999 

j Interactions 1 
___I 

Must be 
greater than 
CDMin 

I I-.-_I_ 

Must be less 
than CDMax 
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True or False 

A P P E N D  

FieldName 
- 

Entered in 
CLEC 

CLECProvides 

Entered in 

Product 

True or False 1 CLEC 

I 

~ CLECProvides 

I 
i - . - . . 

Format 

Flag 

Type 

Input 

CLECProvideslnUNEZ I CLECProvideslnUNE I Flacl i InDut 
' one1 Zone1 

- __ _- - -  __ 
CLECProvideslnUNEZ CLECProvideslnUNE Flag 1 Input 
one2 Zone2 I i i I 
- -  - I  i _ _  ___ _I _ _ " _ _  -1- __ __ - 1 - 
CLECProvideslnUNEZ I CLECProvideslnUNE 1 Flag \ Input 
one3 Zone3 

I 
I 

__I 

1 
CLECProvideslnUNEZ-1 CLECProvideslnUNE i Flag 1 Input 
one4 - ! 

.I . .. . . . . - 1 

j Explanation 

developed by 
the Bureau of 
Economic 
Analysis to 
categorize 
geographic 
areas with 
similar 
purchasing 
patterns. 
Indicates which 
customer types 
and locations a 
modeled CLEC 
serves- - __ I__ 
Indicates which 
products the 
CLEC offers in 
UNE Zone 1 

I Indicates which 
products the 
CLEC offers in 
UNE Zonel -  I 
Indicates which 
products the 
CLEC offers in 
UNE Zone 1 
Indicates which 

_ _ _ -  ___ 

I-_ ~ 

__ -- 

1 Valid Entries and/or Interactions 
Examples 

I _ - _  CLEC 
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A P P E N D I X  A 

FieldName 

- -  
CLECType 

ColoOrEEL 

CostArea 

Alias 
-- __ 

_ -  

CLECType 

ColoOrEEL 

CostArea 

Format 
- - "  

Alphanu 
meric 

1 Flag 

I 
1 
I 

P..dhanu 
meric 

Type Explanation 1 Valid Entries and/or 
Examples -- - - __ - _i ___ __ - - 

CLEC offers in 
UNE - - Zone -- 1 - - - 

Properties table 
determines 
what type of 
CLEC will be 
analyzed; In 
Network Cost 
Input table, 
determines 
which cost 
records are 
used. 

- -  - 
Input In CLEC Small, Medium, Large, 

or ALL (ALL is only 
valid in the Network 
Cost Input table). 

1 Input Indicates if the 1 Colo, EEL or ALL 
cost element 
applies for the 
collocation 
and/or EEL 
network 
architecture or 
to all 
configurations 

Input Indicates the 
categories of 

4 thesecond 
highest level of 
the cost 
hierarchy 

Switc. ..ingCenter, 
CagelessColo, Loop 

Interactions 
- 
Product 
Profiles __ -. table __Î _ 

Found in the 
CLEC Study 
Properties 
Table and 
Network 
Cost Table 
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I 1 Alphanu 1 Input Indicates the 
I categories of 

1 

CostCntr 

t the third 
highest level of 
the cost 

I 

I 

I merit 

- -  - -  - I L--- ~ i _ _ _  ~ hierarchy - - -  -. 

I 
2 WLoopDisc, 
DLCEquipmenf, 
LocalSwifching 

- - __I_ - - _  - _I - _I_ - 

68 

I causes a direct 
I 1 

I 

categories of DSLModem, 
the lowest level TrunkMOU 
of the cost 

Cost Element 1 Alphanu 1 Input Indicates the 

- 

CostElem 

I i -__^ _ -  hierarchy ~- ___I_ 

DSX3Pane1, I 

- 

categories of OperafionsMainfenance 
I 

I the highest 
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A P P E N D I X  A 

FieldName 

CurCom pZone 

CustArea 

- 

CustCntr 

CustElem 

i Alias 
I 

CurCompZone 

Customer Area 
- -  

Customer Center 
(Spend Band) 

I CustElem 

1 Format 

meric 
J L  - 

I I_ 

Alphanu 
meric 
Alphanu 
meric 

- _ _  

1 Alphanu 

i merit 

i 

Alphanu 
meric 

I 
I 

: Type Explanation 1 Valid Entries and/or Interactions I 
__- __ __ ! Examples - - - 

whether a cosi 
item is 

I 

I assigned via 
I the primary or 

secondary cos 
driver 1 

! 
I depending on 
5 how the cost 

behaves with 
, respect to the 
I cost object 

1 input Currently not 

I Input Indicates the 

1 the second 
I 

1 the customer 

' Input Indicates the 

i the third 

2 

8 

- I_I _ _ _  

used - 

I I categories of 

highest level o 

hierarchy 

I 

I categories of 
I 

i 

highest level o 
the customer 

i hierarchy 

i Input Indicates the 
categories of 

I the lowest lev€ 

I 

I 
I i of the custom€ 

. . , . . . . 

~ _ - - _ - _ _ _ _  - _.__ ___ 
SOHO, QUINTILE, 
SMEIA, SMEIB, SMEIC 

- .  __ _ _  . 

QUINTILEI- 
QUINTILE5 (for R e s )  
and TOP, MIDDLE, 
BOTTOM (for Bus) 

results of the 
optimization 
routines that 
include 
direct costs 
to the 
product 
and/or 
location as 
appropriate 

' 69 



Exhibit JWSS 

A P P E N D I X  A 

FieldName 
-_ __ 

" 

CustFam 

" __^ 

DemandChangePct( 1 
.IO) 

DemandYearForBuild 

I i " " ~  

DepreciationPct(1 ..IO) 

Customer Family 
(Res or Bus) 

" "  -- _I_ 

DemandChangePct 1 ( 
1..10) 

Format 

. . . - . 

Alphanu 
meric 

Decimal 

I Integer 
DemandYearForBuild 

Yearly Depreciation 1 Decimal 

Type 
__ - 

--- 
Input 

- 
Input 

. -  

Input 

-. 

.... 

.. . 

.- 

Explanation 

hierarchy (not 
- used presently) 
Indicates the 
categories of 
the highest 
level of the 
customer 
hierarchy --_^ - 

Represents the 
percent change 
in an attribute 
each year, 
entered as a 
decimal. Suffix 

indicates the 
corresponding 
year of the 
I value, _- - 

Identifies the 
number of 
years that 
should be 
considered for 
initial 
provisioning of 

__ - _I - ___- - 

(1 ..IO) 

the network 
~ I cost item - 

j Input ReDresents the 

Valid Entries and/or 
Examples -- -- 

_- . ^"_ 

RES, BUS 

J Interactions 
- - 

I J 
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UNE Zone 

A P P E N D I X  A 

FieldName 
- 

Descrip 

"" 

DisconnectPct( 1 ._IO) 

- 

DMA 

....I-. " _  ...... ". 

Descrip 

DisconnectPct 1 

1 TV Market Area 

. .  

_"  . 

_ ... 

1 Format 

I Abhanu 

_ _ _ _  
Input 

Input 

___ - 
1 Input 

Explanation 

depreciation 
rate in a given 
year, entered 
as a decimal. 
Suffix ( l . . l O )  
indicates the 
corresponding 
year of the 
yalue.- 
Provides a brief 
guideline / 
instruction to 
assist the user 
when setting 
model 
parameters 
The 
Percentage of 
customers 
disconnected 
each year 
(expressed as 
a decimal). 
Suffix ( l . . l O )  
indicates the 
corresponding 
year of the 
value. 
Defines the 

- 

Valid Entries and/or 
Examples _ _ - _  - 

-. . . . . . .  .. 

- I  

45% annual churn, 
entered as 0.45 

.. ..... 

I .  

1 Interactions I 
I 

I 
I 

I 

~ 

I -. ... ..... 

i 1 
I 
i 

I 
i 
I 
i 
I 

i 

1 
.I .... I .... .... 

....... ... j 
I 1 ATLANTA. AUGUSTA. I 
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A P P E N D I X  A 

FieldName 

DS 1 ToDSOXOver 

. - - _ -  

DSLAddressable 

1 i Format 
I ... . . ... .. .-. . ... .I . - -.-.. -. . 

I meric 

I 

I 
I 

! 
i 
L 

DSI To DSO Xover 

- _ _  
DSLAddressable 

Integer 

. 

Flag 

j Type 
! 

Input 

Input 

" I .  . . . . . .- ? .  . . . - . I . -  

Valid Entries and/or 
Examples I - __ __ __  

NEW ORLEANS, 
LOUISVIL L E 

A 

I 

Explanation 

Designated 
Market Area 
associated with 
each LocElem / 
(DMA@ is a 
trademark of 
Nielsen Media 
Research, Inc.) ~ 

__ 

In CLEC Study 
Properties table 
identifies the 
crossover 
between DSI 
and DSO; In 
Network Cost 
table 
determines if a 
cost element is 
included 
dependent 
upon the value 
of the DSI to 
DSO crossover 
input in the 
CLEC Study 
Properties - - __ table - - - 

Indicates 
whether a cost 
item can be 
a ssoc&ied"with- 

4, 9 (ALL is applied to 
the network cost items 
for which this toggle is 
not relevant) 

.. 

Y, N, or % 

lnteractior 
- 

Found in 1 
CLEC Stu 
Propertie: 
Table 
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A P P E N D I X  A 

FieldName 1 Alias I Format 

Ending Year 

Enterpriseserviceoff 
ed 

EquityPct 

EquityRate 

FirstYear 

I . , 

i 

EndingYear 

Is Enterprise Service 
Offered, 

Integer 

Flag 

- i  __ 
EquityPct 1 Decimal 

_ _  - 
EquityRate Decimal 

b "  

FirstYear - I Integer -- --- 

Type 
__ - 

Input 

Input 

! Input 
i 

I 
! " .  

Explanation 

delivery of DSL 
service for a 
particular 
customer 

Indicates the 
model year 
through which a 
particular 
product or 
bundle would 
be offered 

__ 

segment 

Indicates 
whether 
Enterprise 
Service is 
offered in a 
particular 
LocElem -- - 

Valid Entries andlor 
Examples 

1-10 

Y or N 

The percentage ; 0 5  
of total capital I 
that is equity- 1 
decimal format. 1 entered in I 

_ _  I 

j Interactions I 
i 

1 ......... _1 

..... 

__ _." -..-- 
Found in the 
CLEC 
Properties 
Table 

The cost of 1 0.1125 
equity entered I 

i in decimal 
format I ............................................................ 

-" Desianates __,,,__l-l the ..... 1 7988 ..................... I "- 

Found in the 
CLEC 
Properties 

"" Table 
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Input Enables an 
optimization to 
remove Mass 
Market 

A P P E N D I X  A 

FieldName 

Y or N 

FedTaxRate 

- -___ - - ""_ - 
FilterNegativeMarginC 
LLls 

I "  . 

FilterNegativeMarginL 
ATAs 

FilterNegativeMarginM 
assMarketlnMarkets 

Alias 

FedTaxRate 

_Ixil 

FilterNegativeMargin 
CLLlS 

FilterNegativeMargin 
LATAs 

FilterNegativeMargin 
MassMarketlnMarkei 
S 

Format 

Decimal 

Flag 

Flag 

Flag 

Type Explanation 

Input 

Input 

Input 

beginning year 
for each cost 
trend series 

associated with 
each PlantCat 

The effective 
Federal Tax 
Rate entered in 
decimal form- 
Enables an 
optimization in 
BACE which 
removes wire 
centers which 
have a negative 
N PV. 
Enables an 
optimization in 
BACE which 
removes 
LATAs which 
have a negative 
N PV. 

(TPI) 

(FRC) 

- 

Valid Entries andlor 
Examples - _ _ _ _  -- 

. .  

0.35 

Y or N 

Y or N 

Interactions 

Found in the 
CLEC 
Properties 
Table 
Found in the 
CLEC 
Properties 
Table 

I __ 
Found in the 
CLEC Study 
Properties 
Table 

Found in the 
CLEC Study 
Properties 
Table 
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A P P E N D I X  A 

1 Format 
I I Alias - -  

FieldName 
- ... 

. "  

FilterNegativeMarginM 
arkets 

Freq 

Frequency 

FilterNegativeMargin 
Markets 

-_ - 

Frequency 

Frequency 

Flag 

I_ I .- . 

Alphanu 
meric 

Alphanu 
meric 

i Decimal 
9 

' Type 
I 

i 
I 
1 , 
I 

! 
Input 

I I 

Explanation 
- 

customers from 
Markets in 
which the Mass 
Market 
Customers 
have a negative 
NPV. 
Enables an 
optimization to 
remove 
markets that 
have a negative 
N PV. 

Input Designates 
how often a 
particular cost 
item repeats 
(recurring 

; Input 

1 Input , 

indicates 
monthly) 

Designates 
how often a 
particular cost 
item repeats 
(recurring 
indicates 
monthly) 

Valid Entries andlor 
Examples - _ _  _ _ _ _  

. -  

Y or N 

~ 1" _I__- "_ 

Recurring, 
Non Recurring, Annual, 
NonRecurringChurn, 
Non RecurringNetwork 

" " " "  

Recurring, 
NonRecurrinu. 
NonRecurring Network 
, NonRecurringChurn, 
Startup, Usage and 
Annual 

i Parameter in 
the GomDertz- 

i 1 Interactions 
I 

f I__._ . " 2 

Found in the 
CLEC Study 
Properties 
Table 
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Exhibit JWS-3 

A P P E N D I X  A 

FieldName I Alias 1 Format 
1 . . . .. . -- - "... .- . I.--- .- .. . ... . 1. .-. .- . 

IncludedlnDiscount 

IncludedlnPrice 

"I "" I_ - 

IncludeTerminalValue 

Initialofferingyear 

Is Product Price i Flag 
Impacted by Bundle 1 
Discount I 

Is Produc Included in ! Flag 
Bundle Price I 

I 

IncludeTerminalValue 

Initialofferingyear 

Flag 

Integer 

I Flag i Isoffered I 

Isoffered 

I Type 
i 

i Input 
> _ _  

..1put 

Input 

Input 

Explanation 

Indicates 
whether a 
product within a 
bundle 
participates in 
the discounting 
scheme- 
Indicates 
whether a 
product within a 
bundle is 
included in the 
bundle price 
Setting this 
value to Y will 
include the net 
book value of 
the assets in 
the NPV 
calculation. 
Indicates the 
beginning 
model year in 
which a product 
or bundle is 
offered to 
customers 

-_ _ 

I " "- -___ 

Valid Entries andlor 
Examples 
Y or N 
- .- - - -- __ _ _  - - _. - 

- - "I 

Y or N 

Y or N 

1-10 

Input Indicates I True or False 
whether a I 

j Interactions ' 
1 1 

..! i 

Found in the 
CLEC Study 
Properties 
Table 

I I 
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A P P E N D I X  A 

FieldName 

I "  " 

Lat 

Life 

LifeCat 

LoadingPlantCat 

Alias 

Lat 

Life 

Life Category 

Loading Plant 
Category 

Format 
- 

Decimal 

1 
i 

Integer 

Alphanu 
meric 

Alphanu 
meric 

Valid Entries and/or Interactions 
Examples - -_ - __ __ - ___ 

I Type Explanation 
1 - - --i -- - _ _  - 

j 
i I 

i 

. .. . 

j Input 
i 

i 

I Input 
i 
j 
\ 

product is 
offered by a 
CLEC 
sometime 
during the 
model period - . - ̂̂̂" _  - 
Designates the 
degrees 
latitude for 
each LocElem 
Specifies the 
economic life in 
years for each 
Plantcat (FRC) 

Input Classifies plant 
assets (relative 
to sub-FRC) for 
the purpose of 
applying : appropriate in- 
plant factors 

Input Indicates a 
support related 
Plantcat (FRC) 
that is 

29.02 

I 1  for Plantcat 377C 

Telco, Mat, Hardwire, 
Plugln, 
PluglnSpStock, NONE 

I oc 

Value 
entered in 
Network 
Cost table is 
matched to 
the LifeCat 
variable in 
the InPlant 
and 
Loadings 
table 
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A P P E N D I X  

FieldName 

A 

i Alias 
1 I Explanation I Valid Entries andlor 1 Interactions 

_ _ -  ___- _-i _ _ _  ___ - j Examples 
1 Format 
! 

I I 

I.". " " - -  
I 

I 
I 

associated with 
a primary 

Indicates the 
categories of 
the second 
highest level of 
the location 
hierarchy - 

Indicates the 
categories of 
the third 
highest level of 
the location 

PlantCat ! 
AL, FL, GA, KY, MS, 
LA, NC, SC, TN 

I 

I 422, 46017, 250 

f 
I hierarchy -_ _II"_ , - I_ x__ __ __ -- 

...... -. ....... .... 

State Alphanu 
meric 

Input LocArea 

LocCntr LATA 
._ 

Alphanu 
meric 

Input 1 

i 
! 

1 
" -_ , I _  - - 

LocElem 
I _ "  

W irecenter Alphanu 
meric 

I Input 

i 
j I 

I 

I 
................... 1 

Indicates the 
categories of 
the lowest level 
of the location 
hierarchy 
Indicates the 
categories of 
the highest 
level of the 
location 
hierarchy I- . 

Designates the 
degrees 
lonaitude for - ". _- ._ -_ _ 

BCMTNCCE, 
KGMTNCMA, 
GNVLSCBE 

BellSouth LocFam Alphanu 
meric 

Operating Area i Input 
1 
I 
i 
1 

1 ._ 

Lon 
I _ . . . . . . . .  

~ Lon 
i Decimal 

i Input 
I 

-82.46 

...... ..... .............. 
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A P P E N D I X  A 

I Alias 
FieldName 
- _ -  -- 

Micropolitan I Statistical Area 

I 
MCSA 

MassMarketServiceOff 
ered 

Mileage 

Is MassMarket 
Service Offered 

.. . 

Mileage 

MileageBased I MileageBased 

Alphanu 
meric 

- -  

Flag 

Decimal 

Flag 

I Alphanu 
j meric __.. _ 

Input 

Input 

Input 

- 

Input 

each LocElem 
Notes the 
MCSA category 
associated with 
a particular 
LocElem 
Indicates 
whether Mass 
Market Service 
is offered in a 
particular 
LocElem 
Specifies the 
mileage 
between the 
BST end office 
and the main 
BST Access 
tandem within 
the same 
LATA. 
Indicates 
whether a 
network cost 
item amount is 
stated on a Der 

- - -  

-- _ "  

Valid Entries and/or 
__- Examples _ _ -  - _ _ _  

Columbia- TN 
Micropolitan Statistical 
Area 

Y or N 

4.5, 36.8 

.- " .- 

Y or N 

i Input Indicates the 1 DAYTONA BEACH 
I _-_ _ - _  mass marKecna 1 - - 

Interactions 
. _ _  

..I 

System uses 
Mileage 
input to 
multiply 
against 
amount--_ 
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A P P E N D I X  A 

FieldName 

MSA 

NewQUOM 

Notes 

NtwkCat 

Alias 

MSA 

NewQUOM 

i Notes 

i 
~ 

1 ._ 

1 NtwkCat 

Format 
_ _  

Alphanu 
meric 

- - _ "  

Alphanu 
meric 

Alphanu 
meric 

- __ 
Alpha n u 
meric 

, 

Input 

"." -- 
Input 

1 Input 
i 

Input 

Explanation 

area associated 
with each 
LocElem - 

Indicates the 
metropolitan 
statistical area 
associated with 
each - -_ LocElem - 

Identifies the 
new quantity of 
measure after 
applying a ratio 
to the original 
QUOM 
Provides a 
general text 
area for 
additional 
explanations of 
cost items / 
entries - __ 
Specifies the 
broad report 
category of 
network 
resources to 
which a 
particular cost 
item belongs 

Valid Entries and/or 
_ _  Examples - - -  

" ""--~ 
Baton Rouge 

UNE, Owned, EEL, 
SPA, UNET, Wholesale 

Interactions I 
- - I 
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A P P E N D I X  A 

FieldName 

PctBSTCoverageOfLA 
TA 

PctChange(l..31) 

PctDiscount 

Alias 

PctBSTCoverageOfL 
ATA 

PctChange( 1 ..31) 

PctDiscount 

I Decimal 

I 

Decimal Input 

Explanation 

Specifies what 
portion of each 
modeled LATA 
is currently 
being served by 
the ILEC area 

--- ____ __ -- 

being studied 
(BST) 

Valid Entries andlor Interactions 
Examples - _ _  - __ 
0-1 

States the I 0-1 
annual rate of 
increase I 
decrease in the 

I . . . . . . . . . . . . .  

asset value of 
each PlantCat 

States the 
discount at 
which the 
CLEC will offer 
the product 
versus the 
baseline ILEC 
price 

0-1, e.g., 0.1 

.. ......... 

Found in 
CLEC Study 
Properties 
Table 

As with other 
similar 
inputs, the 
impact of 
this factor 
does not 
carry 
forward with 
each period. 
Each 
period's 
PctDiscount 
must be 
entered as a 
stand-alone 
inPutL"" 
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A P P E N D I X  A 

FieldName 
- -- 

PctGrowth( I .. IO) 

- _  - 

PenAffected ByDSLAd 
dressability 

PenPct( 1 ..I 0) 

Alias 

Percent Growth 1 

"I"__I____ ~ 

PenAffectedByDSLA 
ddressability 

PenPctl 

Decimal 

Flag 

Decimal 

I . . ..... . - .  . ". 

i Type Explanation 
' _  

Input 

" -  " _  

Input 

Input 

-.- ̂ ^  

Defines the 
annual growth 
rate of 
customers in 
the state being 
analyzed 

_ -  
Indicates 
whether the 
ILEC's ability to 
provide DSL 
access would 
affect the 
market 
penetration of a 
CLEC's product 
bundle 

Provides the 
rate of market 
penetration for 
a particular 

I__ custemer and -- - 

Valid Entries andlor 
Examples - __ ~ 

0-1 

Y or N 

0-1 

As with other 
similar 
inputs, the 
impact of 
this factor 
does not 
carry 
forward with 
each period. 
Each 
period's 
PenPct must 
be entered 
as a stand- 
alon__e input. 

As with other 
similar 
inputs, the 
impact of 
this factor 

_____I___- 
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A P P E N D I X  A 

FieldName 

PenTiedToAnchor 

PlantCat 

I Alias 
..... 1 .  .. __ 

PenTiedToAnchor 

- __ 
PlantCat 

Format 
I -- 

Flag 

Alphanu 
meric 

Input 

Input 

Explanation 

product 
combination 
during each 
model year 

- 

Indicates 
whether the 
penetration rate 
for a particular 
customer and 
product 
combination is 
basedupona 
related anchor 

Classifies plant 
assets (by 
FRC) for the 
purpose of 
computing 
loadings, in- 
plant values, 
cost trends, 
and 
___ depreciation 

PLOdUct" " ""  

Valid Entries andlor 
Examples - ___ - - _I ___ 

True or False 

- I  

UNE, 377C, 357C 

Interactions 

does not 
carry 
forward with 
each period. 
Each 
period's 
PenPct mud 
be entered 
as a stand- 
alone input. 
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CLEC Study 
Properties 
Table - - - 

A P P E N D I X  A 

- _ _  - 

FieldName 

PreTaxCostOfCapital ] PreTaxCostOfCapital 
" - -  

i 

I Price 

-_ 1 -  - - 
Price 

I categories of 
the third 
highest level of i I the Droduct 1 ________ 

I 

! 

I 
I 

- 1  

PriceChangePct( 1 ..IO) I PriceChangePctl 

~ I 
PriceErosionZone 1 PriceErosionZone 

ProdArea 

i 

__ 111 ---I ~- 

ProdArea 

Format 

Decimal 

Decimal 

Decimal 

Alphanu 
meric 
Alphanu 
meric 

Alphanu 
meric 

2 Type Explanation 
3 

I -- ___ " - - 

Input 

- 
Input 

Input 

j Input 

i Input 
! 
1 
I 
! 

I 

1 

i 

The Pre Tax 
Cost of Capital 
(WACC) 

Valid Entries and/or 
Examples _ -  

0.1125 

." ..... " ^  . 

States the I 7.50 
baseline / 
starting price 
for a product or 

1 
Specifies the 1 0-1 
rate of change ~ 

in the price of 
CLEC products 
and bundles for 
each model 
year 
Not used at this 
time 

bundle - 1  

j 

Indicates the 
categories of 
the second 
highest level of 
the product 
- " "  hierarchy - _  - " 

Local, LD, Internet 

1 I 
1 

I I 

~ I i 
I 
i I 

" "  . . """ 
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categories of 
the lowest level 

A P P E N D I X  A 

FieldName 
__ - - _ _  

ProdElem 
lnfernafional 

. _ _ ^ "  - "". 
ProdFam 

Property 

PurchasePower 

1 Alias 
1 
I 

ProdElem 

ProdFam 

Property 

PurchasePower 

Alphanu 
meric 

Input 

__I 1 _ _  
Alphanu j Input 
meric i 

! 

Alphanu i Input 
meric i 

i 

Explanation Valid Entries and/or 
~- ____ -~ Examples ____ - _ -  

hierarchy 1 

Provides the 
name of each 
model 
parameter 
subject to user I 

I configuration 
Percenta I Input This variable 

(expressed as 
1 a percentage) 

ge 

represents the 
I 
j 
i CLEC's 
! purchasing 
i power relative 
1 to BellSouth. It 1 

i expressed in 
i terms of 

I 

should be 

.. 

Interactions 

I I 

Values less than 100%. 
represent CLECs with 
more purchasing power 
than BellSouth, values 
greater than 100% 
represent CLECs with 
less purchasing power 
than BellSouth. 

Found In 
CLEC Study 
Properties 
Table; The 
percentage, 
converted to 
decimal 
form, is a 
multiplier to 
those costs 
with the 
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definition of a 
product bundle, 

I 
I 
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A P P E N D I X  A 

FieldName 
- __ 

RateCenterZone 

Ratio 

S 

ScopeCat 

. .  

... . 

Alias 

RateCenterZone 

Multiplier to convert 
QUOM to NewQUOM 

I Scopecat 
3 

i 
I 

Format 

Alphanu 
meric 

Decimal 

-- - I 
Decimal 

Flag 

Input 

Input 

I _ _  
Input 

Input 

' Explanation Valid Entries andlor 
I - - - . -- Examples -- - I - - - 

cost items I 
Identifies the 
I LEC tariff 
schedule for 
SpA rates that 
applies to 
products in 
particular 
locations 
Conversion 
value to convert 
QUOM to 
NewQUOM __I___ __- 
Parameter in 
the Gompertz- 
Makem survival 
curve. Used to 
determine 
retirement 
capex 

Indicates 
whether a cost 
item is subject 
to constraints 
based on the 
type of CLEC 

3N, 2N, lN ,  3R, 2R, 1R 

2.0 

__ 
0.0239 

Y or N 

I Interactions 
.--.I--_" 

For cost 
items with 
ScopeCat = 
Y ,  the 
BSTAsPctOf 
ScopeOfOpe 
rations factor 
from the 
CLEC 
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A P P E N D I X  A 

FieldName Alias Explanation Valid Entries and/or 
- Examples __. - __ 

Format 
. -  

Type Interactions j 
-- -I -i 
Properties 
table is 
applied to 
the amount 1 
-__I_- "^ ___ 

SecondDriver 
I_ I __ 

States the 
secondary 
quantity 
measure used 
to allocate an 
indirect cost 
item - "I-_ 

........ .- ._ ....... __ . """1 . ___ 
Quantity or NONE 

. I ........... -. . .... "- -" 
Product or NONE 

SecondDriver Alphanu 
meric 

Input 

-_ - _  
SecondDriverType 

I __ 
i SecondDriverType 

I 
". 

Alphanu 
meric 

Input 

Input 

Input 

Indicates the 
secondary cost 
object 

I 
j 

~ I 
I " I ! 

I " ....... ." .. . . . . .  

dimension used 
to allocate an 
indirect cost 
item 

Specifies the 1 Lines, MOU, 
type of quantity 1 GrossAdds 
measure that 1 
applies to each j 
of the indirect 

Provides an 
open field for I 
documentation 

"I 

I __ cost itees 

of data-sources I - -  

Alpham 
meric 

SecondQUOM I SecondQUoM 

I Source 

I 
1 

Alphanu 
meric 

SoAOrUNETEOTrans - .. -~ - -__  
i 

I -Use SDA or UNET ... 

.... .- 

I Input ___ -- Allows the user I SPA. UNET or ALL I 
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Properties 
Table 

A P P E N D I X  A 

FieldName I I Format 
....... " .  " . . . .  " ll"~"..."--........... I 

I 

StateTaxRate 

I 

SurvivalCurve 

TaxTreatementForLos 
S 

For EO Transport 

StateTaxRate 

- __ - - " 

Shape of Survival 

TaxTreatmentForLos 
S 

meric 

. -  

Decimal 

- - __ -- 
Alphanu 
meric 

Flag 

1 Type ' Explanation Valid Entries and/or Interactions 
i - _ _ _ _  -~ __________ 

to identify the 
CLEC's end 
office transport 
medium 
associated with 
each network 
cost item 

j Input The effective 
I state tax rate , 
j 

j 
1 Input 
i 
i 
j 

i 

-. . .,...I" . 

i 
i 
j Input 
j 
j 
i 

.. . . . - - 

i 
1 
j 

/ 

net of the 
Federal benefit. 
Entered as a 
decimal. I 

States the type 
of retirement 
curve that 
applies to a 
particular plant 

Determines 
how the taxes 
on net income 
losses are 
handled. 
Losses can be 
carried over to 
the succeeding 
year or kept as 
a current vear 

_cate_gorY (FRC) 

0.055 

- - ~ _"I" " I "I 

CG&S, SquareLife 

Carry Forward, 
CurrentYearCredit 

Found In 
CLEC Study 
Properties 
Table 
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A P P E N D I X  A 

FieldName I Alias 
I I Format 

i 
. . .. I 

TerminalValueMultiplie 
r 

UOM 

UseSPAorUNET 

TerminalValueMultipli 
er 

".. ." "~ - 
UNEZone 

UOM 

UseSPAorUNET 

Decimal 

Alphanu 
meric 

Alphanu 
meric 

Toggle 

Input 

Input 

1 Input 

i 
! 
I 

j 
/ Input 
1 

Explanation 

credit. 
If the 
IncludeTermina 
IValue="Y", the 
Terminalvalue 
Multiplier will be 
multiplied by 
the present 
value of the net 
book value of 
the assets that 
is added into 
the NPV. 

. _ _  _ _  

Identifies the 
UNE tariff 
schedule that 
applies to 
particular 
network cost 
items 

States the unit 
of measure 
applicable to 
each of the 
products 
Allows the user 
to select if the 
CLEC network 
should use 

Interactions 1 I 1 
Valid Entries and/or 
Examples 
-------------_I 

1.5 

Zonel, ZoneZ,ZoneS, 
Zone4 

Customers, Lines, MOU 

SPA or UNET 

Found In 
CLEC Study 
Properties 
Table 

. . .... ..... . ....... ... . .- 
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(SPA) or 
Unbundled 

A P P E N D I X  A 

FieldName 

weight 
against the 
amount 

.... ...".I. ..... 

v 

Value 

Vintage 

Alias 
..... I 

V 

Value 

Format 
- - _  

Integer 

1 Decimal 

I 

I 
I 1 -  

Vintage 1 Integer 

Weight 1 Weight 

~ 

Input 

Input 

Input 

- 

Indicates the 
vertical 
coordinate 
associated with 
each LocElem 
Contains the 
parameter 
value input by 
the user for a 
particular CLEC 
profile _I 

Designates the 
year for which 
the Amount is 

. .  

. .  I . .- . . . . . . .  

2002 

i Interactions 

Allows for 
trending of 
costs/a pplica 

appropriate ... I tion of TPls __ . -_ ...I_" ..... I.... .......... .. -.....l_ 

Decimal Input Indicates any 
increase or 
decrease that 

i applies to a 
I cost item for 

2.35 
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A P P E N D I X  A 

FieldName 

Yearl 

ZoneName 

.. . __ 

ZoneType 

Alias 

Yearl 

- 
ZoneName 

I ZoneType 

i Format 

I 
1 

Integer 

- _  

Alphanu 
meric 

\ Alphanu 
I meric 

Type 
_ 

Input 

- 
Input 

Explanation 
- 

particular 
customer 
segments, 
locations, or 
products, e.g., 
probability of 
occurrence for 
a cost element 
Indicates the 
first year of the 
ten year period 
to be analyzed. 
The entry can 
be no more 
than 20 years 
beyond the 
FirstYear date 
in the cost 

-_ trends table. I -" 

Indicates what 
Zone grouping 
is being 
referenced 

\ Input Indicates which 
I Zone value is 

being 
referenced 

i I 

Valid Entries andlor 
Examples - -- - - __- ___ 

2003 

Interactions I 
I 
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A P P E N D I X  B 

.. ............................. . - -. . . . . . . . . . . . . . . . . . .  

i :_ TableName - -_ ..I - .  ..______. Description 
: Alternative Units 
: _  of ....... Measure 

Baseline Bundle 
Price 

Bundle Price 
_ _  Curves , _ _ _  , ,,, , -,. . _. . , , . P & ~ ~ ! ! L E ~ ~ ! ~ ~ 2 9 !  ._ . -- ~ "-- - 

. . . . .  ...... .. .... .. ...... ..... .......... .----_______._.__.._I .__.___I I _I 111 . . J 

"."l .." ...... 1. deve!oP!me!!t _..__.___I_-_--__I.___..,_____ ~ _______ "_^ _._I_____I______________..... ~ _.__..________-Î  ^̂ I 1 
1 .... 1 ll_".,,Ix__,,-. "~ .I_̂ _ ~. 

1 Provides multipliers to convert existing QUOM values into alternative units of measure for use in the cost 

Contains the initial prices for product bundles based upon customer segment 

Allows for an adjustment to the bundle price in each model year based on the customer segment and the 
._.I__ .- l_lllI" __I___._ I 

I 
Bundles I Defines each bundle in terms of which and how many products are included, and how each one fits into the 

. _I_ bundle .- " discounting ~ "... " .- - - ................................ ..... ..................... - I_--- ". l_".l"" ^_x_x_ ~" __ ". - -- """ .... " ."--__I-. ...... ..... ..... .... 
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A P P E N D I X  C 

Table Name 
Churn 

CLEC Baseline 
Price Discount 
CLEC Profile 
Bundles 
CLEC Profile 
Products 
CLEC Study 
Properties 

Cost Input 
Network 

Cost Input 
Operations 

Cost Trends 
Customer 
Hierarchy 
Demand Curves 

Exchange 
Information 

"- " 

InPlant And 
Loadings 

I 
I 
i 
i 

I 
I 

i 
I 

i 
1 

I 
i I 

I 
1 

Description I 
I 
I 
i 

Provides the gross disconnect rate in each model year by customer-product grouping. Used to factor 
recurring sales quantities and to drive some network operations costs 
Provides for adjustments to each of the initial product prices based upon the CLEC's competitive zone 

Specifies which bundles the CLEC offers along with when and in which UNE zones 

Specifies which products the CLEC offers along with when and in which UNE zones 
f 

Contains the user provided parameters for the model scenario (ref. separate Properties sheet) I 
I 

Specifies the starting amount of each network cost item, its capacity, what drives it and by what quantity 
measure, in which location-customer-product-UNEZone cases it applies, the likelihood of it being 

Specifies the amount for each model year of each operations cost item, its capacity, what drives it and by 
what quantity measure, in which location-customer-product-UNEZone cases it applies, the likelihood of it 
being usedlneeded, whether related costs al 

Indicates the structure of the customer dimension of the model and which types of customers are included 

Specifies a percent change in the initial year quantity for specific customer-product-UNEZone combinations 

Specifies the geographic location, market characteristics, and various demographic designations for each 
location element (wire center) along with whether residential and business customers are to be included in 

This table provides the inputs to turn the material prices of the capital inputs in the Cost Input Network table 
into fully capitalized costs that could include: engineering, power, land, building, supplles, and other items. 

usgdlneeded, whether _ _  related costs - also apply, how _ _  . _ _  - "  _ _  

I 
I_ I Provides __ the - percent __ _I change I in cost for each of the plant categories (FRCS) during each study year 

in the CLEC customer base - - I- 

during each model year I "" 

the E?!!!~ing_process __ _ _ _ _  _ _  I_ - _____ -_ - ____ _ _  ..~ - - 

I 
I 

I "" " I -"-"- I 

I 
> .  . . . . - . . . . . . . . . - . . . . . . . . " .. . . . . . ," , ,. ". .... . .. ...... - ._. .... _" - .I .- . _. " "-1 
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This table allows the user to determine the proportion of CLEC product sales that occur via bundles, by I year, by customer segment and customer-spend category, over the ten-year study horizon. For example, a 

A P P E N D I X  C 

Table Name 
Location 
Hierarchy 
Market Growth 
Penetration 
Curves for 
Bundles 

Penetration 
Curves for 
Products I 

_ -  

- 

Product Hierarchy 

Product Price 
Curves- I ~ each model-year 
Retirement Inputs 

Indicates the structure of the product dimension of the model and how to measure the quantity of each 

Specifies the percent change in initial price that applies to specific customer-product combinations during 

This table provides the inputs required to determine the levels of replacement capital due to the retirement 
of plant. The inputs are used in the Gompertz-Makem retirement rate estimation approach, described later 

Specifies the percent of the gross value that is depreciated (for taxes) during each model year depending 
upon the tax life of the asset 1 Indicates the USAC specified amounts for Interstate Access Support (IAS) providers by UNEZone and state 

1 Indicates the USAC specified amounts for High Cost Loop Support by wire center within a state. 

-- _ - -  - _ _  - __ __ 1 product 

l_l __ - _  - _ -  I 

I 

i 
% in this testimony. 

Tax Depreciation 
Schedule 
USF - Interstate 

USF - High Cost 

Zone Definitions 

Access support 1 - I__ _ - _I__- __ -__ I - -_ -  -~ -_- l_l - 

LoopSupport - _ _ _ I  _ _ - -  - 

1 Jndicates the allowable values for each zone type (e.9, UNEzone and ratecenter zone) ___ 
~ - - _ _ _ - I _ _ -  - _--I____ . - " ___I- -___ __ 
_i 
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A P P E N D I X  C 

GroupName I TableName , Field 

:.. .. ... ", ...... . "  ..,....... " .......... " .. ...- .-_.I ". ̂ ." ,.. ,,,_ "., _... ...: 

_ _  I " _ _ _ _  
Common Files to Processes 

' Sortorder 

Notes 

Value 

"" 

Property 

- " _ _  . ._ 

Bundles 
- . ___ - 
ProdCntr 

Explanation I 
in table. Not a User Input -- 1 

, A system value used to 
determine the appearance of 
the table. Not a User Input 

Provides a general text area 
for additional explanations of 
cost items / entries - - -  

Provides a brief guideline I 
instruction to assist the user 
when setting model 

Contains the parameter 
value input by the user for a 
particular CLEC profile I" 

Provides the name of each 
model parameter subject to 
user confiauration 

parameters _ _  

Indicates the categories of 
the third highest level of the 
product hierarchy 

PenAffectedByDSLAddressability Indicates whether the ILEC's 
ability to provide DSL access 
would affect the market 
penetration of a CLEC's 

-~ _ _  - -- - ' PO*Ct !!!"!e--- - 
Bundle Defines product packages 

sold to various types of 
customers --" 
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definition of a product 
bundle, only if the 
QtylsLimited value is set to 
Y." 
Indicates the categories of 

_ -  - - -  . 

A P P E N D I X  C 

GroupName 1 TableName Field Explanation i Prod Area Indicates the categories of 
the second highest level of 

- -  _ _  i - - -  - _  I - - - - I _ ^  the product -- hierarchy - -- I 
Is Product Included in Bundle 
Price 

QtylsLimited 

QtY 

ProdElem 

Is Product Price Impacted by 
Bundle Discount 

ProdFam 
- _I_ _I - _ _  - _ _ _ _ _ _  - __ - __ - - i 

I 

Common Files to Processes 
... . "  "__-.,.."",..-"I.. .I.^-.____" ..... ... "" " ~ ,̂___"..l 

Customer Hierarchy : Customer Area 

1 
CustElem Indicates the cateaories of 1 I - . . . .. ...., .,. ". " . ." .. --^_I . . .._"""l.l. .. . i " .... " ..... .- 
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, the lowest level of the 
customer hierarchy (not 
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A P P E N D I X  

GroupName 

C 

1 TableName 

I 
I 
I 

I 

Field 

ProdArea 

ProdElem 

ProdCntr 

UOM 

1 
ProdFam 

Common Files to Processes Zone Definitions ZoneName 1 -  __I --" --____ 

I I I _ _ _ _  - - _  - _  _ _  - - 
ZoneType 

ON (Expense) Process Files Alternative Units of Measure Customer Area 

ProdElem 

Explanation I 

! particular cost item repeats 
(recurring indicates monthly) 
Indicates the categories of 
the second highest level of 
the product - - - _I_x hierarchy 
Indicates the categories of 
the lowest level of the 
product hierarchy 
Indicates the categories of 
the third highest level of the 
product -- hierarchy _ _ I  -I 

States the unit of measure I 
applicable to each of the 

Indicates the categories of 
the highest level of the 
product - hierarchy __ - - - - 
Indicates what Zone 

_g~ouping is being referenced 
Indicates which Zone value 
is being referenced 
Indicates the categories of 
the second highest level of 
the customer hierarchy 
Indicates the categories of 
the lowest level of the 

I 

i PrOducts 

__ - - - 

1 - <  

- - __"I I-_______" _ _  
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A P P E N D I X  C 

GroupName 1 TableName 

. -  

.... ~ " .  . I.- 

-. . 

. 

ON (Expense) Process Files Cost Input Network I 
.. _. , ..... 1 -  ".. . .. - _- 

Field Explanation I 
the highest level of the 
product hierarchy 

Specifies the type of quantity 
measure that applies to each 

- - -  - _ _  of the direct -- I cost __ items ___- 

Multiplier to convert QUOM 

Identifies the new quantity of 

ratio to the original QUOM 
ProdCntr Indicates the categories of 

the third highest level of the 

Indicates the categories of 
the highest level of the 
customer hierarchy- l_l I 

Indicates the categories of 
the second highest level of 

Current QUOM 

Multiplier to convert QUOM to 

New QUOM 
NewQUOM - to NewQUOM ___ _ _ -  ~ 

j measure after applying a 

- - - - - __ - _ _ -  product hierashy __ -___ 
Customer Family (Res or Bus) 

Prod Area 

~ ____ I _ _  the - product hierarchy 
AffectedByPurchasePower Indicates whether the 

Purchasing Power factor 
applies to a network cost 
item 

"In CLEC Properties table 
determines what type of 
CLEC will be analyzed; In 
Network Cost Input table, 
determines which cost 
records are used." __I__ 

__"__I_^_ 
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May also have a suffix (e.g., 
1, 2..10) to indicate how 
amount varies across years 
of 1 through 10 of study." -- " - _ I - _ _ "  

- I- _ _ _  __ 

A P P E N D I X  

GroupName 

C 

1 TableName Field 

1 

Amount 

ProdElem 

- -  " - 
Account Category 

_ _  
Prod Area 

_I - " "  -_ 
Capacity 

........ . -. - ......... 

_I.I..." .............. ...I ... 

. . . . . . . . . . . . . . . . . . .  

- _ _  
CostArea 

- - -  

Bundle 

..I" ProdFam ................ "_ _l"-.".l.",l. I_______ 

" -  

i Indicates the categories of 
i the second highest level of 

; Specifies the usable 
. capacity (measured in UOM) 
: associated with a network or 
i operations cost item (relative 

; Indicates the categories of 
\ the second highest level of 
i the cost hierarchy .......... ' Defines product packages 
i sold to various types of 

. . . . . . . . .  the __ product hierarchy ", " 

. .  I to the amount) ..~ .- __~.._I_."__ _." 

...... ......._""..."..."._I__ " I_._ .. 

. __. j customers 

____...... - i .. Indicates _ the cateaories of ........ 
.... , _..._ ...-...-..-.---."I...... " .......l___ll.-.-..- 
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A P P E N D I X  C 

GroupName I TableName c Field 

Wirecenter 
I 

I_ - -  _ _  
Use SpA or UNET For EO 
Transport 

Customer Area 

CostCntr 

_I_"_ ~ _-__ ~ ~ " - "  

QUOM 

Explanation I 
: the highest level of the 

product hierarchy I 

. . -. 

Indicates the categories of 
the lowest level of the 
location hierarchy 
Allows the user to identify 
the CLEC's end office 
transport medium associated 
with each network cost item 
"Indicates any increase or 
decrease that applies to a 
cost item for particular 
customer segments, 
locations, or products, e.g., 
probability of occurrence for 
a cost element" 
Indicates the categories of I 
the second highest level of 
the customer hierarchy 1 

- 

I_ 

Indicates the categories of 
the third highest level of the 

h Specifies the type of quantity 
measure that amlies to each 

I ---I cost hierarchy ^___ -- 

' of the direcJ cost items 
Provides an open field for 
documentation of data 
sources" __ 

- _I-__ _-- - - J - -  __ - _- -- 

Source 

- - - 
i __ ApplyLoadings _ _  Indicates whether Loadina -1 I 
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A P P E N D I X  C 

GroupName 1 TableName Field 

SecondQUOM 

--  - 
State 

SecondDriver 

- .__ . 

ScopeCat 

CDMax 

ColoOrEEL 

PlantCat 

Explanation I 
factors apply to a network 
cost item I 
Specifies the type of quantity 
measure that applies to each 
of _ _  the indirect cost items ~ _ _ _ _  

Indicates the categories of 
the second highest level of 

States the secondary 
quantity measure used to 
allocatgartndirhct cos_t_itgm- 
Indicates whether a cost 
item is subject to constraints 
based on the type of CLEC 

Establishes the highest cost 
driver quantity to which the 
driver applies. This allows for 
the model to graduate up (or 
down) the unit cost of 
specific cost drivers relative 
to the quantity of driver. 

Indicates if the cost element 
applies for the collocation 
andlor EEL network 
architecture or to all 

"Classifies plant assets (by 
FRC) for the purpose of 
comDutina loadinas. in-Dlant 1 

the location hierarchy __ - 

"11 __I -_ 

configurations I I _ _ -  

I 
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A P P E N D I X  C 

GroupName 1 TableName ' Field 1 Explanation _" I 

I 
I 

values, cost trends, and 
depreciation" I 

, RateCenterZone Identifies the ILEC tariff 
schedule for SpA rates that 
applies to products in 

"I I I_ particular II locations _____-- -  I" 

measure that causes a direct 
cost item 
Indicates the categories of 
the highest level of the 

CostDriver I States the primary quantity 

- -- - -  I __ _ _ _ _  - _ _  
Operating Area 

I location - _ _  hierarchy 
NtwkCat Specifies the broad report 

category of network 
resources to which a 

DS To DSO Xover 

CostDriverType 

pa.. rticular cost -_______-- item _ _  belongs ". . 1 
In CLEC Study Properties 
table identifies the crossover 
between DSI and DSO; In 
Network Cost table 
determines if a cost element 
is included dependent upon 
the value of the DSI to DSO 
crossover input in the CLEC 
Study Properties table 
Indicates the primary cost 
object dimension that 
applies to a-direct cost item I_ 
Indicates the cateaories of 1 

I -__- - .. - - 
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A P P E N D I X  

GroupName 

C 

1 TableName Field 

I _  .- 

CostType 

CDMin 

- -- -.--I_ " I _  

DemandYearForBuild 

SecondDriverType 

._ . .. . . . ~ 

, Explanation 

" " "l"^"ll 

the lowest level of the cost 
hierarchy 
Determines whether a cost 
item is assigned via the 
primary or secondary cost 
driver depending on how the 
cost behaves with respect to 

Indicates the categories of 
the third highest level of the 
location -I hierarchy - - _ I _ I - _ _ "  

Establishes the lowest cost 
driver quantity to which the 
driver applies. This allows for 
the model to graduate up (or 
down) the unit cost of 
specific cost drivers relative 
to the quantity - --- of driver. 
Identifies the number of 
years that should be 
considered for initial 
provisioning of the network 
cost item 
Indicates the secondary cost 
object dimension used to 

the cost object - ___ 

allocate an indirect cost ________ item 
~ _ _ _ _ _  __. 

Customer Center (Spend Band) Indicates the categories of 
the third hiqhest level of the 

I -- ---  customer I - hierarchy _I I I 
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A P P E N D I X  C 

GroupName 1 TableName 

i ..... -- . . . . . . . . . . .  

Field 
MileageBased 

I . . . . . . . . . . . .  . .  "l_l^ ... 

Customer Family (Res or Bus) 

I 
CostElem 1 

i 
I ...... .......... 

Frequency 

CostFam 

UNEZone 

Explanation 

Indicates whether a network 
cost item amount is stated 
on a per mile basis- 
Classifies plant assets 
(relative to sub-FRC) for the 
purpose of applying 
appropriate in-plant factors 1 I 

Indicates the categories of 
the highest level of the 
customer hierarchy 
Indicates the categories of 
the lowest level of the cost 
hierarchy 
Designates how often a 
particular cost item repeats 
(recurring indicates monthly) 1 

1 __ - - ___ _-__- 

1 

1 

- 1  

- - _ _  - 

Indicates the categories of 
the highest level of the cost 
hierarchy 
Indicates whether a cost 
item can be associated with 
delivery of DSL service for a 
particular customer segment 
Identifies the UNE tariff 
schedule that applies to 

- - __ - - - - __I I - 

pa-tjcular networ_k cost item? 

Vintage 

- " - 

Designates the actual year 
in which network equipment 
is acqujrgd __  
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A P P E N D I X  C 

- 

GroupName ] TableName Field Explanation 

Notes Provides a general text area 
for additional explanations of 
cost items I entries 

"'States the value of an item. 
May also have a suffix (e.g., 
1, 2 . I O )  to indicate how 
amount varies across years 
I _  of 1 through " 10 -_-_ of study." 

___ _________" __I__ - - - __ - ____ __ - - __ 
Amount4 

- - -  I 
ON (Expense) Process Files Cost Input Operations I 

" "  "_ - 1 : 
~ 

- ,  ~ 

DemandYearForBuild Identifies the number of 
' years that should be 

considered for initial 
provisioning of the network 
cost item 

CostElem Indicates the categories of 
the lowest level of the cost 

CLECType "In CLEC Properties table 
determines what type of 
CLEC will be analyzed; In 
Network Cost Input table, 
determines which cost 
records are used." 

computed costs into groups 
on selected output - " "  reports 

- CostFam ' indicates the categories of 
the highest level of the cost 

~ 

i 

~ " -  hierarchy __I . I" "- ~ 

! 

- _ _  _--__I__ I ___ -- - I I__ 

Account Category Classifies I organizes i 
1 hierarchy - - ___ - __ - - -  _ _ _ _ _ ~  - - 

Weight , "Indicates anv increase or f I 
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A P P E N D I X  C 

GroupName 

, ...... . , , _ _  . , ,,,, " ....,... .. . 

. .  

I TableName 

1 

. .. 

I 
I 

Field Explanation I 
decrease that applies to a 
cost item for particular 
customer segments, 
locations, or products, e.g., 
probability of occurrence for 
a cost element" 

CDMin I Establishes the lowest cost 
driver quantity to which the 
driver applies. This allows for 
the model to graduate up (or 
down) the unit cost of 
specific cost drivers relative 
to the quantity of driver. 

I_ I_ 

PlantCat 

Source 

I 
1 _ _  

ProdFam 

- - - "" 
SecondDriver 

ProdCntr 

Provides an open field for 
documentation of data 
sources 
"Classifies plant assets (by 
FRC) for the purpose of 
computing loadings, in-plant 
values, cost trends, and 

Indicates the categories of 
the highest level of the 
product hierarchy 
States the secondary 
quantity measure used to 
allocate " an indirect i _  cost item 
Indicates the categories of 

~ -__ I---_I -"_I 

i depreciation" 

_________-- I - --- -- 

the third hiahest level of the 
" " I  
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A P P E N D I X  C 

GroupName 1 TableName a Field Explanation 1 

i - _ -  I " _ I I  -_ _ I  _ _  " - _  "~ - -_ prroduct hierarchy _I____--- 

i CostArea indicates the categories of 
I the second highest level of i the cost hierarchy 

ProdElem Indicates the categories of 
the lowest level of the 

1 
1 
J - - -  - 2 product _ _ _ _  hierarchy - ___ - -  

I CostType Determines whether a cost 
item IS assigned via the 
primary or secondary cost 
driver depending on how the 
cost behaves with respect to 
the cost object 
Indicates the categories of 
the second highest level of 

Indicates the categories of 
I the second highest level of 

the customer hieLarchy 

item is subject to constraints 
based on the type _I-_ of CLEC 

sold to various types of 

I 
- 1 -_ i ___ - 

I 
-" - - - - _ _ "  - " --__ " __-- _" " -_ 

~ 

I 
~ 

Prod Area i I __ I - the _ _  product I herarghy _ _  "-__ 

Customer Area I I 
I - " "  _ - ^  _- 

ScopeCat Indicates whether a cost 

- 

Bundle Defines product packages 
~ 

- - - _ _  __ - __ _- - ~- customers - 
Customer Family (Res or Bus) , Indicates the categories of 

the highest level of the 
customer hierarchy ---__ _ 

" " _  I i _ _  
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A P P E N D I X  C 

GroupName 1 TableName ' Field ' Explanation - . - - . . - I 

~ 

Customer Center (Spend Band) ' Indicates the categories of 
the third highest level of the 
customer hierarchy 

capacity (measured in UOM) 
associated with a network or 
operations cost item (relative 

__ __ _. _- __ - . - - - - - - ___ - ___ __ - __ __ - __ - -- ll_l- -- -- 
Capacity Specifies the usable 

E to the amount) " ---- 
RateCenterZone Identifies the ILEC tariff 

schedule for SPA rates that 
applies to products in 

Specifies the type of quantity 
measure that applies to each 
of the direct cost items 
Specifies the type of quantity 
measure that applies to each 
of the indirect cost items - I 

"'States the value of an item. 
, May also have a suffix (e.g., 

1, 2.. 10) to indicate how 
amount varies across years 
of 1 through 10 of study." 
"States the value of an item. 
May also have a suffix (e.g., 
1, 2..10) to indicate how 
amount varies across years 
of 1 through 10 of study." 

I 
- particular locations __-- 

I 
___I 

~ 

QUOM 

SecondQUOM 

1 ~ 

i 
I Amount5 

- -- - - - I-- - ___ - _ _ _ _  - -__ I" ___ - - _ .  

Amount7 

- I _ _  _ _  - - ____ ~- - _---I ~ 

i Operating Area Indicates the cateaories of I 
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Amount9 "'States the value of an item. 
May also have a suffix (e.g., 
1, 2..10) to indicate how 

i 
I 
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May also have a suffix (e.g., 
1, 2..10) to indicate how 
amount varies across years 
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A P P E N D I X  

GroupName 

C 

ON (Expense) Process Files 

Table Name Field Explanation I 
the model to graduate up (or 
down) the unit cost of 
specific cost drivers relative 
to the quantityof "I_ - driver. llll̂ l-_l - 

. . . .  . . .  . . . . . .  " .  " ... 

Amount2 

Frequency 

Cost Trends PctChange27 

PctChange30 

Indicates the categories of 
the third highest level of the 
location hierarchy . .____ 

Classifies plant assets 
(relative to sub-FRC) for the 
purpose of applying 
. .  appropriate _̂ I, - in-plant "- factors _" -. 

"'States the value of an item. 
May also have a suffix (e.g., 
1, 2..10) to indicate how 
amount varies across years 
... of ..............I. 1 through 10 of study." 

i "'States the value of an item. 
I May also have a suffix (e.g., 

1, 2..10) to indicate how 
amount varies across years 
of 1 through 1O.of study.".. 
Designates how often a 
particular cost item repeats 
( recurring ........... indicates ..:. monthly) ....... 

. . . . . . . . . . .  ....................... 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 
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~ 

PctChangel3 States the annual rate of 
increase I decrease in the 

_ _ -  _ _  ~ _ _ _ _ _ _ _ _  -~ asset-valueof each PlasCat__ 

-- I -I - -I~" __ i_ ~ - - 1  

PlantCat "Classifies plant assets (by 
FRC) for the purpose of 
computing loadings, in-plant 

r values, cost trends, and - depreciation" - _  - "I - I 

FirstYear Designates the beginning 
year for each cost trend 
series (TPI) associated with 
each PlantCat (FRC) 

! 
i 

_ "  I _" 
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A P P E N D I X  C 

GroupName I TableName Field Explanation I 

-. ........... _ - "  .... . 

I 

- . . . . . . . .  _ _  ..... 

. .  -I- 

PctChange25 

- _  -- - -- -  - - 

PctChangelS 

- .... . ". " ... ..... " ....... - ..... . .  

............... 

. . . . . . . .  . " .  " 

............. - ........... 

... . . . . . . .  

. . . . . . . . . . . . . . . .  

.... - ... - ... -. . . 

I . . . . . . . . . . . . . . . . . .  . . . . . . .  2 . . . .  " . . . . . . . . . . .  

PctChangel6 

PctChange2 

" I  

PctChangelO 

States the annual rate of 
increase I decrease in the 
asset ___ value of each PlantCat 
States the annual rate of 
increase I decrease in the 

States the annual rate of 
increase I decrease in the 

States the annual rate of 
increase I decrease in the 

......... asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 
asset .. value of each PlantCat 

.................................... asset value of each __  . PlantCat .. 

....... asset .- -_ value -- .... of each ... PlantCat ........... ___ 

................................................ 

PctChange 18 j States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 

States the annual rate of 
a increase I decrease in the 

asset value of each PlantCat 

PctChangel7 

-- I - __ _-  asset va*of ecch P~an~tC~t- 
PctChange3 

"" I ---_ 1111"-1" 

PctChange22 

asset value of each 

, States the annual rate of 
increase I decrease in the 
I ________l__-__-_l. ~ -- -- 
States the annual rate of 
I " - .I".". 1 
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A P P E N D I X  C 

GroupName Table Name 

. -  

I 
1 
1. 

.. 

. .  

. _. 

. __ . - -. . . -. . - . 

" ,, . " .. . . . .. . .. ." 

Field 

PctChange24 

PctChange20 

PctChange26 

- - - _- - ___ 
PctChange28 

PctChangeS 

__ -- - 

PctChangeS 

I 

Exhibit JWS-3 

1 

Explanation 1 
increase I decrease in the 
asset value of each PlantCat 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat " " I  1 
States the annual rate of 
increase I decrease in the 
asset _- value of - each - PlantCat - - 

1 .- - - ____ -_ -___ 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat " I  

States the annual rate of 
increase I decrease in the 
asset _ _  valugof eLch PlantCat 
States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 

_ _ _ ~ _ _ _ ^ - - - _ I _ _ ^ -  

PctChange7 I States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 

PctChange5 
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A P P E N D I X  C 

GroupName Table Name 

I .  

Field 

- I_ I _ ~  - I  - -- 
PctChange4 

PctChange31 

PctChange29 

1 Explanation 

asset value of each PlantCat 1 
States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 
States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 

I --_ __" _ -  

- __- -__ ___ I 

States the annual rate of 
increase I decrease in the 
asset value of each PlantCat 

ON (Expense) Process Files 1 InPlant And Loadings 
1 

Loading Plant Category Indicates a support related 
PlantCat lFRCl that is 
associated with a primary 

"States the value of an item. 
May also have a suffix (e.g., 
1, 2..10) to indicate how 
amount varies across years 
of 1 through 10 of study; ___ 

- -_ - - _  PlantCat _ _ _  __ - 
Amount 

lll_ll 

Account Category 

. . .  ..... ....... 
: State 

" .  , . ". ......... " . -. - . ........ 

Classifies I organizes 
computed costs into groups 

... on selected output reports 
Indicates the categories of 
the second highest level of 

.-.-------I_. .- 

.the !E!t!on h!?r..rarchY., I 
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A P P E N D I X  C 

GroupName I TableName Field 

Source 

........................ "",. ..... -. ...... 

. . . . . . .  . . . . .  

._ . .  - - ... . . . . . . . . . . . .  .-I ___" . 

Capex Plant Category 

Cost Element 

-~ - _ _ - _ -  
Cost Element 

- 
Operating Area 

. . - . , ^ . ^ " .  

ON (Expense) Process Files Retirement Inputs 
. . . . . . . . . . . . . . . . . . . . . .  

S 

PlantCat 

Explanation I 
Provides an open field for 
documentation of data 
sources 
Classifies plant assets 
(relative to sub-FRC) for the 
purpose of applying 
appropriate in-plant factors 
Identifies the field reporting 
code that a loading should 

___ I ___- 

I I 
be apphed to _ _  
Indicates the categories of 
the lowest level of the cost 
hierarchy 
Indicates the categories of 
the lowest level of the cost 
hierarchy -_ 

Indicates the categories of 
the highest level of the 
location hierar_chy--- - 

Parameter in the Gompertz- 
Makem survival curve. Used 
to determine retirement 
capex 
"Classifies plant assets (by 
FRC) for the purpose of 
computing loadings, in-plant 
values, cost trends, and 

- - -  

I 

" 

depreciation" - 
Parameter in_the Gom?ertz:_ 
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GroupName 1 TableName Field 

I 

I 

ON (Expense) Process Files 

. . .  

I 

Life 

C 

Shape of Survival 

, --. , . . .. ... .. .""" . " . . . ... 

Tax Depreciation Schedule 8th Year Depreciation 

7th Year Depreciation 

6th Year Depreciation 

Makem survival curve. Used 
to determine retirement 
c a p s  - -~ -____ 
Specifies the economic life 
in years for each PlantCat 

Parameter in the Gompertz- 
Makem survival curve. Used 
to determine retirement 
capex 
States the type of retirement 
curve that applies to a 
particular plant category 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 
year of the value." 
"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 
yea? of the value." ~ 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 
year ofthe value." - I 

(FRC) " " - 

(FRC) I __ 

Exhibit JWS-3 

Explanation I 
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A P P E N D I X  

GroupName 

C 

1 TableName Field Explanation I 

.. . . . .  

. . . . . .  __. 

. . .  

. . . . .  . -. 

. . . . .  

5th Year Depreciation 

-- ~ - _  - I -  __ 
9th Year Depreciation 

- I  --- 
4th Year Depreciation 

. ,.. . . . . . . . . .  

. -  .. ... -_ . . .  

3rd Year Depreciation 

- " "  _ I  

Life 

1 st Year Depreciation 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 
year of the I ~ value." -~ - _^I"_--I 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . lO )  
indicates the corresponding 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . lO)  
indicates the corresponding 
year of the value." 

year of the _- value:" - I - 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 

ar of the value." Ye ._..__-___..__-_I" 

"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix ( l . . l O )  
indicates the corresponding 
year of the value." 
Specifies the economic life 
in years for each PlantCat 

..... ........ ....... .ll".l-- ... I AFPC) ........... 

"ReDresents the demeciation 1 
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A P P E N D I X  C 

GroupName 

. "  

P(rice) Process Files 

P(rice) Process Files 

Table Name Field 

10th Year Depreciation 

- - - I  - -  - 
Bundle Baseline Bundle Price 

Customer Family (Res or Bus) 

Customer Area 

Price 

RateCenterZone 

. - ... ..."I 

Bundle Price Curves PriceChangePct5 

. . . . . ... . . . . .. .. . . .. . . . . , .. . .... . .. -. . . - -. . - . 

i PriceChangePctS 
^" ... .__ _" __- , " ._I..___" - .... 

Explanation I 
rate in a given year, entered 
as a decimal. Suffix (l..lO) 
indicates the corresponding 
year of the value." 
"Represents the depreciation 
rate in a given year, entered 
as a decimal. Suffix (l..lO) 
indicates the corresponding 
year - of thevxJie."_ - 

Defines product packages 
sold to various types of 

Indicates the categories of 
the highest level of the 
customer hierarchy 
Indicates the categories of 
the second highest level of 
the customer hierarchy _ _  ___I 

States the baseline I starting 
price for a product or bundle 
Identifies the ILEC tariff 
schedule for SpA rates that 
applies to products in 
particular locations- I 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 

Soecifies the rate of chanae I 

- I I I I -- 

customers I 

I 
~ 

each mode! Year__ ____I_____ 

_ __ - _ _  ____ - I __- 
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A P P E N D I X  C 

GroupName I TableName 

. . .  -- . . . . . . . . . . . . . .  

. - - ..... .- .. -. .... 

. . . . . . . . . . .  ..... 

. . . . . . . . . . . . .  . .  

j Field 

- - - I __ - __ 
PriceChangePct 1 

- - " "  -"1"" - _ _  ^ ^  - _- 
PriceChangePct8 

.- - _ _  _" 
PriceChangePctG 

.... I ... _. .- 

1 . . . . . . . . . . .  1 ~ .  . . . . . . . . . . .  

PriceChangePct4 

PriceChangePct3 

__ I __ - __ - - 
PriceChangePctlO 

PriceErosionZone 

Customer - -  __ Area - -  

..... 

I Explanation 1 
in the price of CLEC 
products and bundles for 
each model year - -- ____ 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model " " _  year -- -___I" - 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 

each - -  _ _  model - year _" " _I____ 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
eachmodelyear -__ __ - --- 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 

Not used at this time ____  
Indicatesthe _ _  __I cateaoriessf I I 

I 
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A P P E N D I X  C 

GroupName 1 TableName Field Explanation 1 
the second highest level of 
the customer hierarchy 
Indicates the categories of 
the highest level of the 

- - - customer I hierarchy ___ - 

Bundle Defines product packages 

i 
i 

Customer Family (Res or Bus) I -- - -  _ _  -- 

1 sold to various types of 
customers "I - " 

1 I PriceChangePct2 Specifies the rate of change I 
! each model-year 111 I I 

in the price of CLEC 
products and bundles for 

Specifies the rate of change 
in the price of CLEC 

' products and bundles for 
each model year - 

~ 

I 

PriceChangePct7 

- __ I 

CLEC Baseline Price CurCompZone Currently not used 
Discount 

ProdFam Indicates the categories of 
the highest level of the 
product hierarchy 

States the discount at which 
the CLEC will offer the 
product versus the baseline 

I P(rice) Process Files 

I 
_ _  ____I_--__- "----I I" _ "  Î  

I 
! 

PctDiscount 

- ILEC price 
I_ ___- _ ~ _ _ _ _ - ~  - - --- - II_ - -  

ProdElem indicates the categories of 
the lowest level of the 
product hierar_chy 

I 
i 
i "_I"_ """ 

I -- 
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Exhibit JWS-3 

Indicates the categories of 
the third highest level of the 
product hierarchy 

I _-- I . 

A P P E N D I X  C 

GroupName 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 
ea!$ model Year_ __ _ _ _ _  _ "I 

I TableName Field 
Prod Area 

i .  . . . . . . . .  . .  .......... I. -________I._ .. 
' ProdCntr I I 

. . . . .  . . . . . .  . . .  . . . . . .  ..I. 

__ . . . . . . . . . . . . . . . . . . .  .- 

. - . . . . . . .  

_ -  

,t . . . . . . . . . . . .  - .. 

ProdFam 

PriceChangePctS 

ProdCntr 

ProdElem 

PriceChangePct4 

- 

ProdArea 

1 ' Explanation 
' Indicates the categories of 

the second highest level of 
the product hierarchy 
Indicates the categories of 
the third highest level of the 
product hierarchy 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 

__ - - -- - - -- 

I 

. . .  

........ . 

. . . . . . .  
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 1 TableName Field 

-__ " _ .  - _ _  
PriceErosionZone 

Customer Family (Res or Bus) 

-_  
Customer Area 

PriceChangePct2 

PriceChangePctlO 

PriceChangePctG 

I 

PriceChangePct 1 

. "  

Explanation I 
thegroduct hierarchy 

schedule for SPA rates that 
Identifies the ILEC tariff 

applies to products in 
- particular - locations --____-I_I "- 

- - -----_I II_-l-~-ll 

Not used at this time 
Indicates the categories of 
the highest level of the 

Indicates the categories of 
the second highest level of 
the customer hierarchy 
Specifies the rate of change 
in the price of CLEC 

each-model year 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 

customer - hierarchy ^-  

c products and bundles for 

. . . . . . . . . . . . .  . ,. . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . .  ........ 

' each model year ....... ,,,"l_l.l" .... I" ..l.l-." .I 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model I I year 

I - 
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Exhibit JWS-3 

A P P E N D I X  C 

G rou pNam e 

Q(uantity) Process Files 

Table Name 

Churn 

Field 

PriceChangePct3 

" - ""  "I_ I 

PriceChangePct8 

PriceChangePct7 

- 

DisconnectPctl 

_I- _I 

ProdElem 

DisconnectPct2 

ProdCntr 

Explanation - I 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 

Specifies the rate of change 
in the price of CLEC 
products and bundles for 
each model year 
Specifies the rate of change 
in the price of CLEC 
products and bundles for 

The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (1 ..lo) 
indicates the corresponding 

Indicates the categories of 
the lowest level of the 
product hierarchy 
The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix ( l . . l O )  
indicates the corresponding 

Indicates the cateqories of 1 

-- I - -  - 

- _  

each model year - 

Yexof the _v_alu_e,- ~ -I_ I - - 
I 

! ycar2f the value: -_- - _ -  

I the third hiahest_l&el otthe 1 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 

........... 

. 

1 TableName Field 

.. - ............... .- . . .  

. . . . . . .  

.................. .. 

ProdFam 

- _ _  - . -- - __ 
DisconnectPct3 

- 

ProdArea 

- "  

Customer Area 

- "-" " _ _  " 

DisconnectPct4 

.- - _ ______I - -_I" 

DisconnectPctS 

Explanation I 
ProducthieZLchY - ___-- " .A 
Identifies the UNE tariff 
schedule that applies to 
particular network cost items I 
Indicates the categories of 
the highest level of the 
product hierarchy -_ - -  - _ _ -  

The Percentage of I 
customers aisconneciea 
each year (expressed as a 
decimal). Suffix (1 . . IO) 
indicates the corresponding 
year of the value. 

Indicates the categories of 
the second highest level of 
the product hierarchy 
Indicates the categories of 
the second highest level of 
the customer_hierarchy -~ -_ 

customers disconnected 
each year (expressed as a 
decimal). Suffix ( l . . l O )  
indicates the corresponding 

r of the value. ___- Yea-- ___ _ _ ^ _ " _  - ~ 

The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (1 ..lo) 

- - "  I_ __ " I _ _ _ _ _  

The Percentage of I 
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Exhibit JWS-3 

A P P E N D I X  

GroupName 

C 

1 TableName Field 

DisconnectPct8 

DisconnectPctG 

... "- "". . ...... .̂ . "  .." __.^--_..I___...II_ . ..... " 

Customer Center (Spend Band) 

DisconnectPctlO 

DisconnectPct5 

' Explanation . I  
indicates the corresponding 
year of the value. 
The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (l..lO) 
indicates the corresponding 
year of the value. I 

The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (1 . . IO)  
indicates the corresponding 

Indicates the categories of 
the third highest level of the 
customer hierarchy 
The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (l..lO) 
indicates the corresponding 
year of the value. 
The Percentage of 
customers disconnected 
each year (expressed as a 
decimal). Suffix (l..lO) 
indicates the corresponding 
year of the value. 

year-of the _-- value. _ -  
__I___ " 

" 
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Exhibit JWS-3 

Indicates the model year 
through which a particular 
product or bundle would be 
offered 
Defines product packages 
sold to various types of 

Indicates the beginning 
model year in which a 
product or bundle is offered 
to customers- ___ -~ -1 

customers - - -  

_- __ I____ - 

A P P E N D I X  

GroupName 

C 

I TableName 

Q(uantity) Process Files 

Field 
Customer Family (Res or Bus) 

- -  
CLEC Profile Bundles 

Bundle 

" . I . . . . .. 

Initialofferingyear 

_I " -  -- 

CLECProvideslnUNEZonel 

Ending Year 

1 -- - - _ _ _ _  
CLECProvideslnUNEZone3 

Explanation I 

I .. . .. . ... ... .,. . ." . . .. " ~ .  . .  ._ ,. .""..".l""l". .... "".".."ll"" I 
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Exhibit JWS-3 

is offered by a CLEC 
sometime during the model 
period 

I 
- - - " - _ _ I _  I ^ _ _ _  _ -  _ _ _ _  _ I _ _ _ I I _  - _  I 

- _ l  - _  _ _ _ _ _  

CLECProvideslnUNEZone2 "Indicates which customer 

A P P E N D I X  C 

GroupName 

. "  
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 1 TableName Field 

..-. ..". - ~ , ". . .- .. ._.__.._..~...I_,"I_."_._ .""I_ 
; CLECProvideslnUNEZonel 

- - "  -~ -" - I -  _ "  I 

Isoffered 

- -  Î  I -  - 

CLECProvides I n U N EZone2 

ProdElem 

-I ~ 

EndingYear 

- """ 

Initialofferingyear 

I 
Explanation i 
discrete UNEZones" ---- x I _ - _ ~ I _ ~  

"Indicates which customer 
types and locations a 
modeled CLEC serves. May 
also have a suffix (e.g., 1, 2) 
to indicate amount in 
I discrete - I UNEZones" - -~ _ _ -  

Indicates whether a product 
is offered by a CLEC 
sometime during the model 
period 
"Indicates which customer 
types and locations a 
modeled CLEC serves. May 
also have a suffix (e g., 1, 2) 
to indicate amount in 
discrete UNEZones" 
Indicates the categories of 
the lowest level of the 

Indicates the model year 
through which a particular 
product or bundle would be 
offered 
Indicates the beginning 
model year in which a 
product or bundle is offered 
to customers- _ _ _ _  __- 

Indicates the cateaories of I 

l_l - __ - __ 

I 

I 
I 
! 

1 
ProductherchY- 1 

I 
___ I I__ - 

___ 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 

Q(uantity) Process Files 

1 TableName 

I 

" "  - 
Demand Curves 

" .. . .- ._ . ,. .- . . . . __ 

Field 

ProdFam 

..I ......... 

i Explanation 1 
I ' the second highest level of 

the product hierarchy 
Indicates the categories of 
the highest level of the 
product hierarchy -- - --" - I - - I -  

I . ..... . . . . . . .. 

DemandChangePctG 

DemandChangePctlO 

..-I_-...._I__ I ..._I . _I 

Customer Area 

Indicates the categories of 
the third highest level of the 
p[oduct hLerarchy I I 

"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 .IO) indicates the 
corresponding year of the 
value." 
"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..I 0) indicates the 
corresponding year of the 
value." 

, Indicates the categories of 
the second highest level of 

- - - -  

- - I___ --- __ _I -- I 

DemandChangePct5 "Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 _. 10) indicates the 
corresponding year of the 
value." __ I" 
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A P P E N D I X  C 

GroupName 1 

. . . . . . . .  

... ,_ . . . . . . . . . . . . . . . . .  

. . . . .  - .... 

I . - . . .  _. . . . . . .  - . - . 

. .  

Table Name 

""_ ..... 

. . .  - .  

. . . . . . . . . . . . . . . . . . . . . . . .  - . -- .. 

Field 

DemandChangePct4 

DemandChangePct3 

--- " I _  - _  " 

DemandChangePct2 

- - 

DemandChangePct7 

.- _ _ _ _ _ _ _ _ "  ..___ 

DemandChangePct 1 

Exhibit JWS-3 

Explanation 

"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..I 0) indicates the 
corresponding year of the 

"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..IO) indicates the 
corresponding year of the 

value.: "I_ - 

!!a!"!!" _ "  - 
"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix ( l . . l O )  indicates the 
corresponding year of the 

"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..lo) indicates the 
corresponding year of the 
value." 
"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..IO) indicates the 
corresponding year of the 
value." 

value.'- - _ _ _ _  I _ _  

-__I I - 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 1 TableName Field 

UNEZone 

ProdElem 

I 

i Customer Family (Res or Bus) 

- - -. - - 
DemandChangePctS 

Prod Area 

DemandChangePct8 

Customer Center (Spend Band) 

ProdCntr 

Explanation 1 
Identifies the UNE tariff 
schedule that applies to 
particular network __ cost __ items __ - 

Indicates the categories of 
the lowest level of the 
product hierarchy I 

Indicates the categories of 
the highest level of the 
customer hierarchy 
"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..IO) indicates the 
corresponding year of the 
value " 
Indicates the categories of 
the second highest level of 
the product hierarchy 
"Represents the percent 
change in an attribute each 
year, entered as a decimal. 
Suffix (1 ..IO) indicates the 
corresponding year of the 
value." 
Indicates the categories of 
the third highest level of the 
customer hierarchy 
Indicates the categories of 
the third hiahest level of the 

I "I 

II I lll__l_l_llll 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 

_ "  

I Q(uantity) Process Files 

Table Name 

Market Growth 

Field 

_ _  - I- 

ProdFam 

Percent Growth 9 

_ _  __ 
Percent Growth 1 

I 

Percent Growth 7 

- - - - - __ 
Percent Growth 10 

Percent Growth 6 

I 
I 
I 
i 

I 

I 
.I 

I I__ 

Percent Growth 5 

Percent Growth 4 

- I  

Percent Growth 2 

- -  

Explanation 

product -- - hierarchy - ___ - -- I_ 

Indicates the categories of 
the highest level of the 
product hierarchy 

Defines the annual growth 
rate of customers in the 
state - being analyzed - _ - _ _  

Defines the annual growth 
rate of customers in the 
state being analyzed 

Defines the annual growth 
rate of customers in the 
- state being analyzed - _  ___ 
Defines the annual growth 
rate of customers in the 
state being analyzed 

Defines the annual growth 
rate of customers in the 
-I__ state being - anslyzed __- 

Defines the annual growth 
rate of customers in the 
state being analyzed 
Defines the annual growth 
rate of customers in the 
state being analyzed I I__ ____ 
Defines the annual growth 
rate of customers in the 

--___ 

state being analyzed - . _I_ ._ - I 



Exhibit JWS-3 

A P P E N D I X  C 

G rou pNam e 

Q(uantity) Process Files 

] TableName Field Explanation I 

1 -  -_-_ __ I - __ ___ _ _ _ - ~ -  ____ 
! Percent Growth 3 z Defines the annual growth 

rate of customers in the 
state being analyzed 

Penetration Curves for 
Bundles 

Percent Growth 8 

. "- " "  

PenPct7 

PenPct3 

__ - _ _  - 
Customer Family (Res or Bus) 

PenPct8 

^"^ _.", -, - .. .. . ._I." . .. - .." 

Defines the annual growth 
rate of customers in the 
state being analyzed " "  

I "_  

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 
Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 
Indicates the categories of 
the highest level of the 
customer hierarchy 
Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 

_ _ _ _ _ _ - - -  ~ _ I _  

_ - -  - - I - - - -- - 
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Exhibit JWS-3 

A P P E N D I X  C 

Grou pName I TableName Field Explanation 
PenPct5 Provides the rate of market 

penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 

- -  corresponding value.- ____ 

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 

- -  ~ I corresponding -- __ - value. _II_ 

Indicates the categories of 
the third highest level of the 
customer hierarchy 

Indicates the categories of 
the second highest level of 
the custcmsr hierarchy 

PenPct9 l Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding - I__ value. 

penetration for a particular 

PenPctlO 

Customer Center (Spend Band) 

Customer Area 

PenPctl ' Provides the rate of market 

customer and Droduct 
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Exhibit JWSS 

A P P E N D I X  C 

GroupName 

. . . . . . . . .  ............... - .. 

..... - .. "... ...... ,,,._I ....... ,I - 

............. -. . --.I^. . _- . 

......... ... 

Table Name Field , Explanation I 
L combination during each 
' 

model year. May have a 
suffix to indicate year of 

Identifies the UNE tariff 
schedule that applies to 

- - _  corresponding "_ value. - _  I 

U N EZone 

- - -  - - I _ ^ _ _ _  pagcular network - cost -- items - 
PenPct4 

.- .. I_._ ..... ,,,I ... . . . . .  ,I" I .... -. .. "_-. 

: Bundle 

PenPct2 

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding -_I___ value. ~- 

Defines product packages 
sold to various types of 
customers 
Provides the rate of market 
penetration for a particular 
customer and product 

PenPct6 

combination during each 
model year. May have a 
suffix to indicate year of 

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate vear of 

correspondingvalue: - _ _ _  
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName I TableName Field Explanation I 
I 1 I 

correspond_ingsvalue. 
I PenPct9 Provides the rate of market 

penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 

Indicates the categories of 
the highest level of the 

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
correspondFg value.- I___ - 

penetration for a particular 

combination during each 
model year. May have a 
suffix to indicate year of 
corresponding va!ue. I _l__l 

penetration for a particular 
customer and product 
combination during each 

I - _ _  - -  --I_ - - ----I __ " I model vear. Mav have a 

_ _  - _ _  I _I_ _- -" 

i 
j 

Customer Family (Res or Bus) 

~ - _  - - -  - - -  customerherarchy - ".- _ _ _  
i 

I 

~ 

j 

PenPct2 1 

^_--- -_ 

I I PenPctlO Provides the rate of market 

I customer and product 

i 
i 

' 1 
i 

I 

PenPctl ' Provides the rate of market 1 
i 

I 
J ".* 
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Exhibit JWSS 

A P P E N D I X  C 

GroupName 1 TableName Field 

PenPct7 

" .-_I" -- 
Customer Area 

_. 

PenPct4 

PenPct8 

Customer Center (Spend Band) 

Explanation I 
suffix to indicate year of 
corresponding value. 
Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
correspgnding-value. __ _I 

Indicates the categories of 
the second highest level of 
the customer hierarchy__ 
Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 
Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 
Indicates the categories of 1 
the third highest level of the 
customer hierarchy 

I ^  I-- ___I___--- ~- 
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Exhibit JWS-3 

A P P E N D I X  

GroupName 

i .. . . . .. . . ." . I 

C 

] TableName 

. . 

,, . .. . . . ,. . . - .- . __ " ....... - . __ _............. 

Field 

QtY 

ProdFam 

- -  
Anchor 

PenTiedToAnchor 

ProdElem 

ProdCntr 

_ _  - 

PenPct3 

Explanation 
"Indicates how many units of 
a product are included in the 
definition of a product 
bundle, only if the 
QtylsLimited value is set to 
Y." 

I 
I_ _I - 

Indicates the categories of 
the highest level of the 
product hierarchy -~ 

"Specifies whether a 
particular customer and 
product combination is an 
anchor (i.e., prerequisite) 
offering for - a CLEC" 
Indicates whether the 
penetration rate for a 
particular customer and 
product combination is 
based upon a related anchor 
product 
Indicates the categories of 
the lowest level of the 
product hierarchy 
Indicates the categories of 
the third highest level of the 

oduct hierarchy P r L  I_I___- _-_ 
Provides the rate of market 
penetration for a particular 

~- - -  

__ -- -- - - _- - 

- -̂ - ___ - -  

customer - __ _I_ and Drodyct __llll I 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 

. . .  ". . .  

. - . . . . .  

1 TableName 

.... _" ............... 

I 
1 
i 
i 

" "  

. ....... ..... i 

. . . . . . . . . . . .  .-l_l ....... -. . .  

Field Explanation I 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. "- "~ - 

Prod Area 

I ^ -  the -_I product __ hierarchy - - 
PenPctS 

Indicates the categories of 
the second highest level of 

Provides the rate of market 
penetration for a particular 
customer and product 

, combination during each 
model year. May have a 
suffix to indicate year of 

Provides the rate of market 
penetration for a particular 
customer and product 
combination during each 
model year. May have a 
suffix to indicate year of 
corresponding value. 

ability to provide DSL access 
PenAffectedByDSLAddressability Indicates whether the ILEC's 

would affect the market 
penetration of a CLEC's 

UNEZone Identifies the UNE tariff 
schedule that applies to 
particular - network cost items- 

- I  - - - _ _  "i I_ corresporndi_ng_valveL --- I 
PenPct6 

- -  _ _  - _  - Prod!!? bundle-- -- _I - ~ 

i 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 
R(evenue) Process Files 

R(evenue) Process Files 

Table Name 
USF- High Cost Loop 
support 

~ - ~ -  " "  

USF- Interstate Access 
support 

Field 
Customer Area 

Customer Family (Res or Bus) 

State 

Monthly HCLoop Amount 

_ _  
Customer Area 

UNE Zone 

State 

Monthly IAS Amount 

I , Explanation 
Indicates the categories of 1 
the second highest level of I 

Indicates the categories of 
the lowest level of the 

Indicates the categories of 
the highest level of the 
customer ___ - hierarchy - - 

Indicates the categories of 
the second highest level of 

"States the value of an item. 
May also have a suffix (e.9.. 
1, 2..10) to indicate how 
amount varies across years 
of-I through IO-of study." ___-I_ 

Indicates the categories of I 
the second highest level of 
the customer I hierarchy - 
Identifies the UNE tariff 
schedule that applies to 
particular network cost items 
Indicates the categories of I 
the second highest level of 
the location hierarchy 
"States the value of an item. 
May also have a suffix (e.g., 

the custo-mer hierarchy- ---_I 1 
- - -  

location hierarchy - "  

j 
the location hierarchy I I I  

i 
I 

1. 2..10\ to indicate how 1 . ". . ,,,. .,, "" " .  _. .."" .. "... _ "  .. . . .. .-_ll-l̂...-- : - -  .... 
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Exhibit JWS-3 

A P P E N D I X  C 

GroupName 1 TableName 

.. . I 

Wirecenter Files Exchange Information 

. .. -. . - -. . - . . . -. , 

. . I  . .  

-" . .. . . ." . .. . . . . . . 

Field 

Customer Family (Res or Bus) 

MMA 

TV Market Area 

Wirecenter 

Geographic Zone - _  - 
Mileage 

Is MassMarket Service Offered 

. _ _  -. 
MSA 

Explanation I 
amount varies across years 
of 1 through 10 of study." 

' 

Indicates the categories of 
the highest level of the 

Indicates the mass 
marketing area associated 
with each LocElem 
"Defines the Designated 
Market Area associated with 
each LocElem (DMA@ is a 
trademark of Nielsen Media 

customer - -  hierarchy _ _  - _ _  

1 
1 

Rgsearch,lnc.)'' - 
Indicates the categories of 
the lowest level of the 
location hierarchy I I 

-_ - I ___ 
Specifies the mileage 
between the BST end office 
and the main BST Access 
tandem within the same 
LATA. 
Indicates whether Mass 
Market Service is offered in 
a particular LocElem - -_ -- -~ __ - - __ 
Indicates the metropolitan 
statistical area associated 
with each I "  LocElem . I  

146 



, 

Exhibit JWS-3 

Com ponent Economic Area A geographic entity 
developed by the Bureau of 
Economic Analysis to 

! categorize geographic areas 
with similar purchasing 

i 
I 

I 
- -  1 - - _ "  - _ _  _ _  - Patterns:- 1 _ _  

A P P E N D I X  C 

GroupName 

coordinate associated with 
each LocElem 

1 

1 TableName Field 
ID LCPct 

Explanation 
States the rate of integrated 
digital loop carrier that exists 
in _I- a particular LocElem - -  - __I_-_ 
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A P P E N D I X  C 

GroupName 

. -. , . . . . .  

.. . .  

1 TableName Field Explanation I 
." ................ J 

11- -I I I ___" _I___xI ll__lll - - - each ~ LocElem llll_l _--I_-. "I 
RateCenterZone Identifies the ILEC tariff 

schedule for SPA rates that 
applies to products in 
particular locations -- ___ - 

Identifies the UNE tariff 
schedule that applies to 
particular network - cost items 

- __ __ -- ____ - ___ 
U N EZone 

LATA 
J 

Indicates the categories of 
the third highest level of the 
location hierarchy 
Indicates the categories of 
the second highest level of 
the location hierarchy ^ _ _ _ _  
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