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In BCPM, expenses are classified as investment or non-investment expenses. For each of the accounts listed on the attached spreadsheet, please identify those accounts that are treated as investment or non-investment expense.  For the non-investment expenses, please specify the cost driver (e.g., number of loops).  Also provide documentation on how the expense factors (both investment and non-investment) were developed.





The BCPM version that was filed in this docket for US West and GTE contained proxy values (generic inputs) for expense categories. Please ref. Ex. 90 Attachment 2 Supplemental Testimony, pp. 14, 17, and Attachment 1, pp. 22-23 BCPM Documentation.  





The “Key Elements” Results Report delineates expenses between “Plant-Specific Expenses” and “Plant Non-Specific Expenses,” which are standard Part 32 accounting terms related to certain expense categories, but do not serve as indicators for the cost driver for proxy purposes. 





The BCPM version that was filed only used investments to drive the capital costs (depreciation, return and taxes) of the model company.  The operating expenses were developed as an expense per line.  Expense proxies were derived by weighting together LEC estimates of forward-looking loop costs for single line residence and business including touchtone, a white page listing, and access to operator and emergency services.  The estimates from the various LEC’s included such factors as adjustments for productivity gains, exclusion of accounts such as analog switching, and inclusion of forward-looking adjustments.  All estimates started with 1995 actuals (a few companies used multiple years) as the basis of the values.  The current year expenses were the best known values of what it cost the LECs to maintain the current efficient telephone network. Proxy lives, salvage, and cost of removal were based upon a LEC industry data survey that requested forward-looking values.     





Please bear in mind that Sprint consistently advocated the use of company and study-area specific data for UNE development in lieu of proxies (ref. Ex. 88, p. 22 Judy Direct).  Sprint sponsored the BCPM model, but did not attempt to quantify the specific values that would best represent loop UNE costs for USWC or GTE in Washington.  Moreover, the Commission replaced certain BCPM proxy values with other figures as indicated in the “Notes/Explanation” column on Exhibit 1, attached.





When BCPM was filed, Sprint testified that if it were to develop its own loop cost using that particular version of  BCPM, it would apply annual carry charge factors to the BCPM investment, and not use the proxy expenses (ref. Ex. 88, p. 23 Judy Direct).  At the time, a new version of BCPM was being developed that would calculate maintenance expense on a per investment basis, rather than a per line basis (Trans. Vol. 13, p. 1210, Judy; p. 1219, Dunbar).  The current version of BCPM (v. 3.1) that Sprint is sponsoring in the USF proceeding UT-980311(a), permits the user to specify expenses either on a per line or per investment basis.  For maintenance expenses, Sprint has chosen the investment basis.





