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A. PURPOSE, SCOPE, AND APPLICATION 

The purpose of this study is to estimate the long run incremental costs Qwest will incur to provide 
the Custom Local Area Signaling Services (CLASS) feature Call Trace. 

Costs are stated on a service element basis. 

B. DESCRIF'TION OF SERVICE 

Call Trace enables customers to automatically trace the last incoming call. To trace a call, 
the subscriber goes off-hook, receives dial tone, and dials the Call Trace access code. Once the 
code is dialed the subscriber proceeds through a one- or two-stage activation procedure. 

When the trace has been completed, the subsciber receives a Call Trace success announcement, 
such as "You have successfully traced your last incoming call. Please contact your phone 
company for further assistance." (Information about a traced call is made available to the service 
provider or to an agency the provider designates, not to the subscriber who initiated the trace.) 

If the trace was successful, the information is forwarded to the QWEST Call Identification Cente 
(CIC). Custo~ners are advised via an announcement to call the CIC for further assistance. 

C. STUDY METHODOLOGY 

The costs that are identified are direct costs that occur as a result of providing Call Trace. 
These include digital central office switch costs in the subscriber's serving wire center. 

Central office switching feature costs are calculated by first determining incremental switching 
feature investments. These feature investments are obtained through the use of the Qwest 
Switching Cost Model (SCM) for digital stored program controlled 
central offices. Full details of this program are found in the model description tab. 

The switch investments include processor time, memory, and hardware appropriate for each 
feature. The invest~nents are converted to monthly costs using monthly cost factors, e.g. land 
and building, which are applied through the use of the Windows Personal Cost Calculator 
(WINPC3) cost program. 

The WINPC3 model develops Long Run Incremental Costs (LRIC) from investments and/or 
expenses associated with Qwest products and services. 

The investments are converted to monthly costs using monthly cost factors, which are represented 
as investment based and expense based. Examples of investment based factors include Capital 
and Ad Valorem taxes. Capital costs consist of depreciation, income tax, and cost of money. 
Examples of expense based factors would include administration and business fee taxes. 
Examples of expense based factors would include administration and business fee taxes. 
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ID. DESCRIPTION OF LONG RUN INCREMENTAL COSTS 

Total Element Long Run Incremental Cost (TELRIC) studies are performed by Qwest to 
estimate the economic cost of providing network elements. The Qwest TELRIC studies identify 
the forward-looking costs associated with the provision of the total quantity of a network element in 
the long run. The forward-looking Qwest TELRIC studies identify the costs that are 
likely to be incurred in the future, and consider the latest forward-looking technologies and methods 
of operation that are currently available. These studies are )lot embedded or historical, and do not 
measure the impact of prior investmelit decisions by the corporation. The Qwest TELRIC 
studies also identify the lonn r-utz costs associated with providing a network element--reflecting 
a time period over which all inputs (including changes in the size of facilities, levels of investment, 
etc.) can be adjusted. 

Qwest TELRIC studies identify recurring and nonrecurring costs. Recurring costs are the 
ongoing costs associated with providing a network element. Recurring costs are generally 
investment-related and include both capital costs and operating expenses. These costs are often 
presented as a cost per month or per unit of usage (e.g., minute of use) and are incurred through- 
out the time period tlie network element is provided to a customer. Nonrecurr-i17g costs are tlie 

one-time costs that are incurred at the time a customer establishes, disconnects or changes service. 
These costs normally result from a custotner order, and are predolninantly labor-related. 

The Qwest recurring and nonrecurring TELRIC studies identify costs on a unitized basis and 
disaggregates the cost results into the following components: 

Total Direct Costs are the forward-looking costs that are caused by offering the network 
element in the long run. These costs would not be incurred if the network elements 
were not offered. Total Direct Costs reflect the per-unit forward looking cost associated 
with providing tlie entire network element in the most efficient manner, holding constant 
the production of all other network elements produced by the firm. For recurring 
element costs Total Direct Costs include the capital costs (e.g., depreciation, return, 
taxes) and maintenance costs associated with the investment required to provision a 
network, along with other network element-specific costs such as product management 
expense. For nonrecurring costs, Total Direct Costs include the labor-related expenses 



Executive Summary SD Call Trace TELRIC 5172 

Page 3 

D. DESCRIPTION OF LONG RUN INCREMENTAL COSTS (Cont.) 

associated with the provision of a network element, along with other network element- 
specific costs such as product management expense. 

Directly Attributed Costs include network administration and engineering costs and 
various administrative costs such as the cost of general-purpose computers and 
accounting and finance expenses. These costs are not directly associated with a specific 
network element. However, these costs vary with the provision of all network elements, 
and are not common to the entire firm. 

Total Element Long Run Incremental Costs (TELRIC) represent the sum of Total 
Direct Costs and Directly Attributable Costs. This measure of costs includes the 
forward-looking costs incurred in the provision of a network element. This measure 
of costs is consistent with TELRIC as defined by the FCC. 

Common Costs are associated with the enterprise as a whole. These costs do vary 
based on the total size of the firm, but do not vary with the provisioning of individual 
network elements. These costs are avoidable only with the elimination of the entire 
firm, and are sometimes referred to as geiqeral overhead costs. 

Fully Allocated Costs represent the sum of Total Element Long Run Incremental Cost 
Cost plus Common Costs (TELRIC + CC). 

E. STUDY ASSUMPTIONS 

1. All costs displayed are represented on a per line basis. 

2. All recurring costs are weighted between two switch types. 

3. All network investments are forward looking. 
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Study Name 
Study Requester 
Type of Study 
Study ID 
Cost Factor Group 

Study Applications 

CLASS - CALL TRACE 
Doug Gollehon 
TELRK 
51 72 
Interconnection 

Cost Factors Used 

Inflation 
Major Cost Drivers 

Factor 
Capital Recovery 
Maintenance 
Ad Valorenz 
COE Land & Bldg 
Directly Assigned Factors 
Directly Attributable Factors 
Conzmon 

Cost OjnMoney 

Effective Date 
01/01 
01/01 
01/01 
01/01 
01/01 
01/01 
01/01 

10.14% 



WINPC3 Output RCP Version: 2.07 

Parameter File: Y:\Backup Srvr\Call Trace-Cust Init- CLASS\South Dakota\SD Call Trace TELRIC 5172.xls, Sheet "WINPC3 Parameters" 
State(s): SD 
Database Vintage: 00SD02E 
Factors For: Interconnection 
Report Type: ICM Format 
Decimal Places: 4 
Costs Format: Annual 
Group Totals: Yes 
ACF Input: Y:\Backup Srvr\Call Trace-Cust Init- CLASS\South Dakota\SD Call Trace TELRIC 5172.xls, Sheet "WINPC3 ACF Inputs" 
ACF Output: Y:\Backup Srvr\Call Trace-Cust Init- CLASS\South Dakota\SD Call Trace TELRIC 5172.xls, Sheet "WINPC3 ACF Outputs" 
Investment: Y:\Backup Srvr\Call Trace-Cust Init- CLASS\South Dakota\SD Call Trace TELRIC 5172.xls, Sheet "WINPC3 Investments" 
Output: Y:\Backup Srvr\Call Trace-Cust Init- CLASS\South Dakota\SD Call Trace TELRIC 5172.xls, Sheet "WINPC3 Output" 
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Total Product Costs 

1 3 Investment Based Costs sl rnTotal" cK 1.0022 I 
4 
5 Direct Expenses 0.6921 
6 Miscellaneous Expenses 0.0000 
7 Billing & Collection - PL 0.0000 
8 Investment Based + Direct Costs 1.6943 
9 

10 Directly Assigned 
11 Product Management Expense cA*(r8-r6) 0.025565 0.0433 
12 Sales Expense cA*(r8-6) 0.009225 0.01 56 
13 Product Advertising Expense cA*(r8-6) 0.000000 0.0000 
14 Business Fees (Other Operating Taxes) cA*(Sum(rB:rl3)-r6) 0.002025 0.0036 
15 Directly Assigned Costs Sum r l l : r l4  0.0625 
16 

1 17 Total Direct Costs r8 + r l 5  1.7568 ] 
18 
19 Directly Attributed 
20 Network Operations cA*(rl7-r6) 0.040880 0.0718 
21 Network Support Assets cA*(rl7-r6) 0.015364 0.0270 
22 General Support Assets cA*(rl7-r6) 0.069508 0.1221 
23 General Purpose Computers cA*(rl7-r6) 0.034714 0.0610 
24 Uncollectible cA"(rl7-r6) 0.000401 0.0007 
25 Accounting & Finance Expense cA*(rl7-r6) 0.008839 0.01 55 
26 Human Resources Expense cA*(rl7-r6) 0.008145 0.0143 
27 Information Management Expense cA*(rl7-r6) 0.057009 0.1002 
28 Intangibles cA*(rl7-r6) 0.002091 0.0037 
29 Directly Attributed Costs Sum r20:r28 0.4163 
30 

1 31 TELRIC r l7+r29 2.1731 ] 
32 
33 Common 
34 Executive Expense cA*(r31-r6) 0.007805 0.0170 
35 Planning Expense cA*(r31-r6) 0.000580 0.0013 
36 External Relations Expense cA*(r31-r6) 0.01 3029 0.0283 
37 Legal Expense cA*(r31-r6) 0.006148 0.0134 
38 Other Procurement Expense cA*(r31-16) 0.002359 0.0051 
39 Research & Development Expense cA*(r31-r6) 0.000036 0.0001 
40 Other General and Admin Expense cA*(r31-r6) 0.015212 0.0331 
41 Common Costs Sum r34:r40 0.0982 
42 

1 43 TELRIC + Common Costs r31 + r41 2.271 3 1 

SD Call Trace TELRIC 5172 
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Investment Cost Calc 

7/3/01 
South Dakota CLASS - CALL TRACE 

Total Capital 
Acct FRC Account Name Investment Depreciation Cost Of Monev Income Tax Ad Valorem Maintenance Feature RTU Costs 

CLASS - CALL TRACE 
I 

2212 377C Digital Switch 
21 24 2124 General Purpose Computers 

20C Land 
2121 11 0C Building 0.0274 0.0007 0.0021 0.0008 0.0002 0.0006 0.0044 

l ~ o t a l  - ' I zL , i 7  : < ,  I,i 7 %  7 ; " 1.5569, 0.2242 0.0738 0.0279 0.0134 0.0113 0.6516 1.0022 
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Service: CLASS - CALL TRACE 

State Name: 
State Name Abbreviation: 

Study Year: 

Study Completion Date: 

Inputs 

SOUTH DAKOTA 
SD 

JULY 2001 

SD Call Trace TELRIC 5172 

Page 9 

Switching lnvestments 
Source: SCM 

Call Trace - Switching Investment: 
Call Trace - Setup Investment 
Call Trace - Recorded Announcement - Shared 
Call Trace - Recorded Announcement - Svc Specific 

Risk ManagementlDisk Drive lnvestments 
Source: Product Management 

Risk Management Mainframe - Four (4) Disk Drive lnvestment 

Forecasted Demand 
Source: Product Management 

Annual Attempts/Activations 
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CLASS - CALL TRACE 

SOUTH DAKOTA 

Switching Cost Model (SCM) Output 

1 Investment C E Total (C+E) 
2 STUDY CLASS Direct Network Support 
3 LOADED USW 9.35251 0 3.34050754 12.6930 377C CLASS Customer Originated Trace 



Setup lnvestment 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Setup Investment per Attempt 

Source 1 3 7 7 ~  

1. Annual Setup InvestmentlBH Attempt SCM Features $12.6930 
2. % BH of Total Day Product Mgmt 10% 
3. Annual lnvestmentlBusy Day Attempt Lnl * Ln2 $1.2693 
4. Equivalent DaysNear Factors Group 31 0.5 
5. Investment per Attempt Ln3 / Ln4 $0.0041 (to Total Switch Invest) 

SD Call Trace TELRIC 5172 
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RA-Shared CCS CLASS 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Recorded Announcement (RA) Shared - Custom Calling Services(CCS)/CLASS 

source 1 3 7 7 ~  

S w7 
1. Investment per Shared Service RA (NTS) SCM $1,278.4563 
2. CCSICLASS RA Multiplier(# of RA in a CO) SCM 1 
3. Total CCSICLASS RA Investment per CO Lnl x Ln2 $1,278.4563 
4. # of SW1 CO's SCM 251 
5. Total CCSICLASS RA Investment SW1 Ln3 x Ln4 $320,892.531 0 
6. Weighted Investment - SW1 Ln5 x H I  5 $1 80,997.8096 

S w2 
7. Investment per Shared Service RA (NTS) SCM $1,148.0780 
8. CCSICLASS RA Multiplier(# of RA in a CO) SCM 1 
9. Total CCSICLASS RA Investment per CO Ln7 x Ln8 $1,148.0780 

10. # of SW2 CO's SCM 194 
1 I. Total CCSICLASS RA Investment SW2 Ln9 x Lnl  0 $222,727.1326 
12. Weighted Investment - SW2 Lnl  I x HI6 $97,099.0196 

CO Types I CO Qty 1% of Total 

13. Total Weighted lnvestment - SWI & SW2 
14. Total Lines in Service 
15. % Take CCSICLASS Features 
16. Total Lines wl  CCSICLASS Features 
17. BH Originating & Terminating CallsILine 
18. % of Orig. & Term. Calls That Are Orig. 
19. Total Orig. AttemptslLine in BH 
20. % of BH Orig. AttemptsILine Using CCSICLASS 
21. BH CCSICLASS AttemptsILine 
22. Total BH CCSICLASS Attempts 
23. InvestmentlBH Attempt 
24. BH % of Average Business Day Traffic 
25. InvestmentlABD Attempts 
26. Equivalent ABD'sNear 
27. CCSICLASS RA lnvestment Per Attempt 

# SW1 CO's 
# SW2 CO's 

Ln6 + Ln12 
SCM 
SCM 

Ln14 x Ln 15 
SCM 
SCM 

Ln17 x Ln 18 
Prod Mgmt 

Ln19 x Ln20 
Ln 16 x Ln21 
Ln13 I Ln22 
Prod Mgmt 

Ln23 x Ln24 

251 1 56.40% 
1941 43.60% 

Factors Grp 310.5 
Ln25 / Ln26 0.000332748 (to Total Switch Invest) 

Total CO's I 445 1 

SD Call Trace TELRIC 5172 
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RA-COT 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Recorded Announcement (RA) Shared - Customer Originated Trace (COT) 

Source I 3 7 7 ~  

S w1 
1. Investment per Shared Service RA (NTS) SCM $1,278.4563 
2. CCSICLASS RA Multiplier(# of RA in a CO) SCM 2 
3. Total CCSICLASS RA Investment per CO Lnl x Ln2 $2,556.9126 
4. # of SWI CO's SCM 251 
5. Total CCSICLASS RA Investment SW1 Ln3 x Ln4 $641,785.0620 
6. Weighted Investment - SW1 Ln5 x H 15 $361,995.61 92 

S w2 
7. Investment per Shared Service RA (NTS) SCM $1,148.0780 
8. CCSICLASS RA Multiplier(# of RA in a CO) SCM 2 
9. Total CCSICLASS RA Investment per CO Ln7 x Ln8 $2,296.1 560 

10. # of SW2 CO's SCM 194 
1 1. Total CCSICLASS RA Investment SW2 Ln9 x LnlO $445,454.2651 
12. Weighted Investment - SW2 Lnl I x HI6  $194,198.0392 

13. Total Weighted Investment - SW1 & SW2 Ln6 + Ln12 $556,193.6584 
14. COT Annual AttemptsIActivations Prod Mgmt 11 00000 
15. COT RA Investment per Attempt Ln13 1 Ln14 0.505630599 (to Total Switch Invest) 

SD Call Trace TELRIC 5172 
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Total Switch Invest 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Total Switching Investment Per COT Attempt 

3. Recorded Announcement (RA) - Customer Originated Trace (COT) 
4. Total Switching Investment Per COT Attempt 

I 

RA-COT Tab - Ln $0.5056 
Ln l+Ln2+Ln3 $0.51 01 (to WINPC3 Investment) 

Source 

SD Call Trace TELRIC 5172 
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377C 

1. Setup Investment per Attempt Setup Investment Tab - Ln5 $0.0041 
2. Recorded Announcement (RA) Shared - Custom Calling Services(CCS)/CLASS RA-Shared CCS CLASS Tab - Ln27 $0.0003 



Disk Drive 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Risk Managementmisk Drive Investment Per Attempt 

I Source I 21 24 
I I 

1. Risk Mgmt Mainframe - Four Disk Drive Investment Inputs - Sec B $1,120,567.00 
2. Forecasted Demand: Annual Attempts/Activations Inputs - Sec D 1,100,000 
3. Disk Drive Investment Per Attem~t Lnl / Ln2 $ 1.01 87 (to WINPC3 investment) 

SD Call Trace TELRIC 5172 
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Security Asst 

CLASS - CALL TRACE 

SOUTH DAKOTA 

Security Assistant Expense Per Attempt 

4. Ratio of Calls: Attempts 
5. Security Assistant Expense per COT Attempt 

Source 

Prod Mamt 16.91% 

Expense 

Ln3 X Ln4 $ 0.6921 (to WINPC3 Investment) 

1 Hours for Security Asst. to ProcessIMail Trace Information per Call Prod Mgmt 0.1083 
2. 2000 Security Assistant Labor Rate JFC 0147 37.78 
3. Security Assistant Expense to ProcessIMail Trace Information per Call Lnl  x Ln2 4.092833333 

SD Call Trace TELRIC 5172 
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c I D ~ E ~  F A B 
1 
2 
3 
4 
5 
6 
7 

Investment 1 1 
STUDY /CLASS - CALLTRACE I 
DATE 1 7/3/01 / 1 1 '  
GROUP ICLASS - CALLTRACE I ' I 
LOADED SD / 0.5100512747 0. 0. 377C 
LOADED /SD / 1.0186972727 ' 0. 1 0. I 2124 
COMMON /SD / 0.6920981 167 j 0. 1 0. I 
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I 
2 
3 
4 
5 
6 
7 
8 
9 
10 

A B 
Parameter; 
SD I 

I 

7 / 
4 1 

Annual 1 
Yes 
No 

11 
51 72 
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I 
2 
3 
4 
5 
6 

A B 
ACFIN / I 
00SD02E / 

C 

377C ; DEPR-AVG COM-AVG IT-AVG MTNC-TOT RTU-SWIT i RTU-FEAT ADVAL BLDG 'LAND PRODMAN SALESEXP ADVER 
20C DEPR-AVG COM-AVG \IT-AVG MTNC-TOT RTU-SWIT I RTU-FEAT ADVAL , BLDG :LAND PRODMAN SALESEXP ADVER 
110C DEPR-AVG COM-AVG IT-AVG MTNC-TOT RTU-SWITIRTU-FEAT ADVAL BLDG 'LAND PRODMAN SALESEXP ADVER 
2124 DEPR-AVG COM-AVG IT-AVG MTNC-TOT RTU-SWIT , RTU-FEAT ADVAL , BLDG LAND ' PRODMAN SALESEXP ,ADVER 

i 
D I E 

1 I I I i I 
I 

F 
I 

I I 
I 
1 

G H I J L K M 
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I 
2 
3 
4 
5 
6 

N I 0 

BF N w K o P  N m K s T  GENLsT coMPTR juNcoLL AccNT  HRExP ;INTAN EXEC PLAN EXTERN INFOR LEGAL 
BF NTWKOP NTWKST GENLST COMPTR 'UNCOLL ACCNT HREXP ,INTAN EXEC PLAN :EXTERN INFOR LEGAL 
BF ,NTWKOP NTWKST ,GENLST COMPTR UNCOLL ACCNT HREXP INTAN EXEC PLAN EXTERN INFOR LEGAL 
BF NTWKOP NTWKST GENLST COMPTR UNCOLL ACCNT HREXP ,INTAN EXEC PLAN EXTERN INFOR LEGAL 

P 

I I 

I 

Q T 

I I 
I 

R S U 
I 

v I w I  X 

I I I 

i 1 

Y Z I AA 
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AD 
1 
2 

AB I AC 
I 

3 
4 
5 
6 

PROCR RDEXP /GENL 
PROCR 'RDEXP ~GENL 
PROCR RDEXP /GENL 
PROCR RDEXP ,GENL 
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1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1 
12 
13 
14 
1 5 
16 
17 
1 8 
19 
20 
21 
22 
23 
24 
25 

I I I I I 1 

ACFOUT /Factors For: Interconnection / i I 
-Run Done With Database Vintage: OOSDOZE, Dated: 02/15/01 

1 i I I 
I 

I 

-Wholesale Cost Program (TELRIC) Data Base released 02/01 (OOSDOZE). 1 i I I 
I 

I -Factors loaded from Factors Model (Expense Module), Version 00V2. 1 I 

I I 
I 

I -CAPITAL RECOVERY factors released 01/07 and based on 10.14% Cost 1 I I 

Of Money. No 1-70 year factors developed. 1 
I 

I i 
I -MAINTENANCE factors released 01/07. 1 I 

i I 

I I I -RTU factors released 02/07. I 
-AD VALOREM Tax released 01/01. 

I 1 1 
I I I I I 

-DIRECTLY ASSIGNED expense factors released 01/01. 1 I I I I 

-BUSINESS FEES released 07/01. / I I I I I 
I I 

-COMMON Expense released 07/01. 1 
-TOTAL INSTALLED FACTORS (TIF) released 01/07. 

i 
I I 

1 I 

1 
-POWER investment factors released 01/07. 1 I 1 

i 
I 1 
1 I 

1 1 
I I 
I , 

-SALES TAX released 01/07. 
I I i I I I I I 
I I 

I 

-TELCO Engineering factors released 01/01. / 
-INTEREST DURING CONSTRUCTION released 01/07. / 

I I I I 
I I 
I 
I 

I 
i i i 

-LAND AND BUILDING factors released 01/07. / I 1 1 I 
I 

-DIRECTLY ATTRIBUTABLE expense factors released 01/07. I 
I 

I 
I I 1 I 

-SALES EXPENSE factor released 07/01. 1 I 1 I 1 1 I 
i 

! 1 1 i 
-PRODUCT MANAGEMENT factor released 01/07. I 
-BILLING & COLLECTION factor released 01/07. 1 1 
-PROVISIONING factors released 07/07. 1 

i 1 1 I 
i I 

I I I 

I 
1 
I I I 

I I I 

-TELEPHONE PLANT INDEXreleased 07/01. 

-STRUCTURE RATIO released 07/01. 

1 

I 
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37 
38 - 
39 
40 
41 
42 
43 
44 
45 

A B 
I I I i 

State: South Dakota 
I 

i 1 

C 

I 
ACCOUNTS I DEPR-AVG 'COM-AVG IT-AVG /MTNC-TOT RTU-SWIT RTU-FEAT :ADVAL 1 BLDG I LAND PRODMAN SALESEXP ADVER 'BF 

377C 0.108910 0.045445 0.017186, 0.020939, 0.000000' 0.054300, 0.0086131 0.053700/ 0.001400 0.025565, 0.009225 1 0.000000 0.002025 
20C 0.000000 0.096506 : 0.036495 0.022353' 0.000000 0.000000 0.00861 3 ,  0.000000 0.000000 0.025565 0.009225 1 0.000000 0.002025 
110C 0.025821 0.074869 ; 0.02831 3 '  0.022353' 0.000000; 0.000000: 0.00861 3 '  0.000000 1 0.000000 0.025565 0.009225 / 0.000000 i 0.002025 

2124 0.1 64850 0.047620; 0.018008 j 0.000000 0.000000, 0.000000 / 0.008613, 0.000000 / 0.000000 0.025565 0.009225 / 0.000000~ 0.002025 
I I ! 4 I I 

I I I I I , I I 

I 
I 

I 1 

D 
I 1 

i 1 
1 

E F G H I J K N L M 
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SCM Inputs 
STATE: ALL SWITCHING COST MODEL - MULTIPLE FEATURE INVESTMENT REPORT 9.21 03/21/01 
OFFICE FILE YEAR: 01 (Engineered, Furnished and Installed - 377C) SD Call Trace TELRIC 5172 

Page 27 

Year of Investments: 2000 

FEATURE DESCRIPTION FEATURE INPUT DESCRIPTION 

CLASS 

Customer Originated Trace Busy Hour Customer Originated Trace Call Attempts per COT Line 

Customer Originated Trace Average Number of Customer Originated Trace Lines in Office 

FEATURE INPUT VALUE 



MODEL DESCRIPTIONS 

Model Description SD Call Trace TELRIC 5172 
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/output developed in the Switching Features Cost Model (SCM) is contained 

II in a project file. For this study, the source project file is called 
SCM9.21 Call Trace 07-01.xls 

Authorized users will have access to the Switching Features Cost 
Module as an executable file named SCMFEAT9.exe 

l l ~ h e  project file can be opened within this module so that 
I. QWEST SWITCHING COST MODEL: Ithe investment components of the switch feature can be fully evaluated. 

The Switching Cost Model (SCM) is a set of menu driven PC engineering cost models developed in the QWEST 
Service Costs and Economic Analysis organization (SCEA). SCM provides unit investments for various 
services and features provided by the DMS-10, DMS-100, DMS-200, DMS-1001200, and SESS switching equipment. The 
model has a Features module which provides unit investments for features (e.g., Custom Calling, MVP, Centrex). 

SCM Core is the first of three major processes in the SCM Model. SCM Core determines the Average Busy Season, 
Busy Hour, unit investments by functional category. Other models use the Busy Hour investments as input. 
The SCM Calls process of the model calculates investments for call setup and conversation CCS. The SCM Features 
process of the model calculates unit investments for central office features. 

The SCM Features process develops investments for features by using the functional category unit investments created 
in SCM Core along with inputs provided by the SCM Features model user. There is an investment developed for each 
part of the feature, for example, activation, deactivation, and call attempt. The SCM Features process determines 
ABSBH investment associated with a feature by partitioning the feature into its components and determining the 
components not recovered by other rate elements. Cost of the feature must cover those components not 
recovered by other rate elements. The subscribers busy hour use of the feature drives the investments required. 
SCM displays most feature costs as an investment per line, consistent with the rate plans for the features. 
The investments provided also contain investment loadings from WlNPC3 of Power, Sales Tax, TELCO, and 
Interest During Construction. 

The Switching Cost Model (SCM) provides QWEST with a flexible and consistent process to provide switching 
costs suitable to develop price floors. SCM applies long run incremental costing principles for cost development, 
with consideration given to anticipated long run demand. This approach yields costs that are an appropriate price floor, 
allowing QWEST to make proper pricing decisions for its services. 
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Model Definitions 
SCM Definitions: 

INVESTMENT: An investment is the amount of capital used to purchase equipment and material to provide a service. 

ENGINEERED FURNISHED & INSTALLED (EF&I): An Engineered, Furnished and Installed investment includes 
installation by the Vendor: An EF&I investment includes a dollar amount for the equipment, material, engineering, 
furnishing (delivery andlor supply) and installation. 

TOTAL INSTALLED INVESTMENT (TII): A TI1 investment includes a dollar amount for equipment, material, 
engineering, furnishing & installation as well as a dollar amount (if applicable) for Power, Sales Tax, Telco labor and 
Interest During Construction (IDC). 

RCP Definitions: 

EXPENSE: An expense is the amount of non-capitalized dollars associated with the provision of a product or service. 

INFLATION: Inflation is an increase in the amount of an investment from a base year to the study year. Inflation results 
from increases in the cost of money, material, or any other items impacting the value of an investment. The model can 
apply inflation to EF&I or Total Installed investments. 

LOADING FACTORS: Loading factors applied to an EF&I investment provide the additional dollar amounts to bring 
an EF&I investment to the Total Installed Investment level. 

POWER: The power factor estimates the investment required for Central Office back up power equipment (used for 
EF&I Central Office Equipment [COE] accounts only). 

SALES TAX: The sales tax factor provides the amount of sales tax paid on vendor provided material and equipment 
(used for all accounts). 

TELCO: The TELCO factor develops the dollar amount of  Qwest engineering and labor involved with vendor 
installation (used for EF&I accounts only). 

INTEREST DURING CONSTRUCTION: The interest during construction factor estimates the amount of interest 
that accrues on construction dollar amounts until completion (used with all accounts). 

LAND & BUILDING: The land and building factors applied to a Total Installed Central Office equipment investment 
recovers the investment in Central Office land and buildings. Annual cost factors are applicable to the land and building 
investments (used with COE accounts only). 

ANNUAL COST FACTORS: Annual cost factors identify the annual costs associated with Total Installed Investments. 
There are two types of Annual Cost Factors (Investment based and Expense based). Annual cost factors are appropriate 
for use with all accounts. 

INVESTMENT BASED FACTORS: Investment based annual cost factors applied to a Total Installed Investment 
identify annual costs directly related to the use of an investment. 

MAINTENANCE COSTS: Maintenance costs represent the cost of upkeep, trunk and line testing, rearrangements 
and changes. 

CAPITAL COSTS (CAPCOST): Capital costs are annual or monthly costs associated with recovery of a total 
installed investment. 

AD VALOREM TAX: The ad valorem factor estimates the annual "property tax" applicable to an investment. 
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EXPENSE BASED FACTORS: These factors applied to an expense created by the Investment Based Factors will 
identify additional expenses resulting from the provision of a service. 

SALES EXPENSE: The sales expense factor determines the amount of expense associated with making a sale. It 
develops the relevant expense pertaining to the cost of a sale up to the "hand shake" as well as a portion of capital costs. 
We divide this expense by total direct cost. 

PRODUCT MANAGEMENT EXPENSE: The product management factor develops the amount of expense associated 
with managing the products of the business. This expense includes all expense relevant to Product Management, as well 
as a portion of capital costs. We divide this expense by total direct cost. 

ADMINISTRATION: The administration expense factor develops the administration expense associated with COE, 
Outside Plant (OSP), and coin services. 

SALES COMPENSATION EXPENSE: The sales compensation factor develops the amount of sales compensation 
resulting from successfully completing a business sale. This is a revenue based factor that includes compensation for 
business sales only. We divide sales compensation by total business revenues. 

RIGHT TO USE FEES: The right to use (RTU) fees factor estimates some of the software expense associated 
with the purchase of digital switches. 

BUSINESS FEES: The business fees factor develops a dollar amount associated with state fees and taxes assessed on 
the aggregate revenue of those states that impose such fees and taxes. 

COMMON: Common calculates expenses common to the firm. 
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To generate the investment results in this workbook, do as follows: 

Run SCMFEAT9.exe 
In the 'Type Of Data' list box, select the correct data directory 
In the 'Keep States Separate' box, select 'Yes' 
In the 'Weight Hosts & Remotes Together' box, select 'Yes' 
In the Investment Types box check the 'Direct - Category 1' and 'Direct - Category 2' boxes 

In the 'Data Files' box, highlight SSWIO1AI.MDB 
In the list box in the upper right part of the screen, highlight QC 01 POTS STD H 
Press the 'Update Studies in Project' button 

In the 'Data Files' box, highlight SSW201A1 .MDB 
In the list box in the upper right part of the screen, highlight QC 01 POTS STD H 
Press the 'Update Studies in Project' button 

In the 'Data Files' box, highlight SSW301Al.MDB 
In the list box in the upper right part of the screen, highlight QC 01 POTS STD H 
Press the 'Update Studies in Project' button 

In the 'Feature Group' list box, select 'CLASS' 
In the 'Feature Name' list box, select 'Customer Originated Trace' 
In the 'Label Used on Outputs' box, select 'Line' 
In the 'Feature Inputs' list box, select 'Busy Hour Customer Originated Trace Call Attempts per COT Line' 
In the 'Enter New Input' box, enter ' I '  and click OK 
In the 'Feature Inputs' list box, select 'Average Number of Customer Originated Trace Lines in Office' 
In the 'Enter New Input' box, enter '614.04' and click OK 
Click the 'Add or Modify Feature in Project' button 

Click on 'Excel Output' in the menu bar 

When the calculations are complete, a 'Save As' dialog box appears. 
Save the file if so desired. 
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Executive Summary 

SPACE OPTIONING 

A. PURPOSE, SCOPE, AND APPLICATION 

The purpose of this study is to determine the expenses and recurring costs that will be incurred by 
Qwest to provide Space Optioning requests for customers. 

This study develops Qwest average costs. Costs are based on a per unit basis depending upon 
which element is being requested. 

5. DESCRIPTION OF SERVICE 

The collocation Space Option will permit CLECs, Qwest, and Qwest Affiliates to option space 
for future collocation needs. Space Options are subject to first right of refusal requests by 
other parties with firm collocation orders. 

Space Option Administration Fee is a nonrecurring fee for all Collocation Space Option 
requests and covers the processing of application, feasibility, common space engineering, 
records management, and administration of the First Right of Refusal process. 

C. Study Methodology 

Costs were developed from material, engineering and installation labor costs 
provided by Subject Matter Experts (SME's) in Central Office Engineering and Outside Plant 
Engineering. 

The investmentslexpenses from the above items were then entered into the WCP (Wholesale 
Cost Program) model, developed and used within QWEST Corporation. \ 

D. DESCRIPTION OF LONG RUN INCREMENTAL COSTS 

Long Run Incremental Cost (LRIC) is the method QWEST Corporation uses to estimate 
product and service costs. It provides a measurement of costs over a period of time long enough to 
fully adjust to changes of output (including changes in the size of facilities, levels of investment, etc.) 
in order to optimally accommodate this change. This methodology is forward looking in nature 
(i.e. LRlC uses the latest technology costs or replacement costs.) Since LRlC is forward looking, 
it does not measure historic investment decisions of the corporation. 

The Qwest LRlC format disaggregates the cost results on a unitized basis into the components 
shown below: 

Total Service Long Run lncremental Cost (TSLRIC) --Total Service Long Run lncremental Cost is 
the forward looking cost avoided (or added) by discontinuing (or offering) an entire service or group of 
services in the most efficient manner, holding constant the production of all other services produced 
by the firm. This cost is often referred to in economic terms as direct cost. 

Shared Cost (SC)-- The cost associated with the provision of multiple services (service family). 
This cost is not volume sensitive and is eliminated only if the entire service family is discontinued. 

Total Service Long Run lncremental Costs plus Shared Costs (TSLRIC+SC)--The Total Service 
Long Run lncremental Costs for a service plus the Shared Costs of a family of services. 

Total Element Long Run lncremental Cost (TELRIC) --Total Element Long Run lncremental 
Cost, as defined by the Federal Communications Commission, is the sum of the forward looking 
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direct cost incurred in the production of a network element (as opposed to an entire service), 
attributed costs considered as shared cost under TSLRIC terminology and selected administrative 
costs considered as common under TSLRIC terminology. 

Common Cost (CC) 

For TSLRIC purposes, common costs are the current cost incurred for the benefit of the enterprise 
as a whole. This cost does not vary with the provision of a service or a service family. These costs 
are sometimes referred to as general overhead cosfs. The Common Cost added to the TSLRIC + 
SC produces a Fully Allocated Cost (FAC) as required by Commission rules. 

For TELRIC purposes, common costs are the current cost incurred for the benefit of the enterprise as 

a whole, after those cost that vary with the provisioning of individual network elements are removed. 
The costs removed from common for TELRIC purposes are included in the TELRIC itself. Total Long 
Run Incremental Cost plus TELRIC common costs (TELRIC + CC) form the basis for pricing 
Interconnection network elements. TELRIC + CC is the equivalent of fully allocated cost as the term 
is applied to network elements. 

Typically, the cost identified by these cost categories include capital costs for depreciation, return, and 
income taxes. TSLRIC also includes ongoing operating costs for: administration expense, product 
management expense, pre sales expense, and business fees. 

E. Study Assumptions 

1. All costs are forward looking. 
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RATE SUMMARY 

Collocation: Space Option Unit 
Loaded 

Investment Rate 

Space Option Administration Fee l ~ e r  request 1 $ 1,327.14 I $ 1,779.04 ( 

Page 5 of 10 
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Study information 

SPACE OPTIONING 
7 of 10 

" 
Filing Year 
State - 

State Full Name 
Run Date 
l~ac tor  Vintage 

Value 

SOUTH DAKC 

Model Assumptions Value DescriptionlSource 

Labor Calculation Defaults 
I PRODUCT MANAGEMENT IMPLEMENTATION (PMI) 

Directly Assigned Factors 

nterest During Construction 

COE Land And Buildina lnvestment 

lnvestment Based Monthlv Direct Costs 

. . 
JOB MONITORING, ORDER VALIDATION, SCHEDULING 
llCC (scheduling, project managing, MOP) 2.0 [per hour 

INFRASTRUCTURE AVAILABILITY CENTER (IAC) 
APPLICATION PROCESSING 
Order Validation 
Quote 
Billing Work 
CPMC First Right of Refusal 

ICOMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 
I FlRST RIGHT OF REFUSAL 

llmplementation of First Riaht of Refusal I .O l ~ e r  hour 

I .O 
1.0 
1.0 
2.0 

per hour 
per hour 
per hour 
per hour 
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Depreciation 
Cost Of Money 
Income Tax Expense 
Maintenance 
Ad Valorem Tax 

COE Land And Buildina Cost 
COE Building 
COE Land 

Directlv Assigned 
Product Management Expense 
Sales Expense 
Product Advertising Expense 
Business Fees (Other Operating Taxes) 

Directlv Attributed 
Network Operations 
Network Support Assets 
General Support Assets 
General Purpose Computers 
Uncollectible 
Accounting & Finance Expense 
Human Resources Expense 
Information Management Expense 
Intangibles 
State Prescribed Directly Attributed 

Executive Expense 
Planning Expense 
External Relations Expense 

Other Procurement Expense 
Research & Development Expense 
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LABOR CALCULATIONS 

-PRODUCT MANAGEMENT IMPLEMENTATION 0 
JOB MONITORING, ORDER VALIDATION, SCHEDULING 
Overall project management and coordination 2.0 120 1.000 120.00 $ 56.97 $ 113.94 

I~ubtotal - PRODUCT MANAGEMENT IMPLEMENTATION (PM) 120.00 $113.941 

-COMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 
FIRST RIGHT OF REFUSAL 
Implementation of First Right of Refusal 1 .O 60 1.000 60.00 $46.18 $ 46.18 
COMMON SPACE ENGINEERING 
Engineering 7.0 420 1.000 420.00 $ 46.18 $ 323.26 
First Right of Refusal 1 .O 60 1.000 60.00 $ 46.18 $ 46.18 

lsubtotal - COMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 540.00 $41 5.621 

-INFRASTRUCTURE AVAILABKITY CENTER (IAC) 
APPLICATION PROCESSING 
Order Validation 
Quote 
Billing Work 
CPMC First Right of Refusal 

ISubtotal - INFRASTRUCTURE AVAILABILITY CENTER (IAC) 840.00 $797.581 



WCP Non-Recurring SPACE OPTIONING 
SD Space Reservation Option 5433 

WCP Non-Recurring 
- -- - 

Expense 

Directly Assigned 
Product Management Expense 0.025565 $ 
Sales Expense 0.009225 $ 

Directfy Attributed 
Network Operations 0.040880 $ 
Network Support Assets 0.015364 $ 
General Support Assets 8.069508 $ 
General Purpose Computers 0.034714 $ 
Uncollectible 0.000401 $ 
Accounting & Finance Expense 0.008839 $ 
Human Resources Expense 0.008145 $ 
Information Management Expense 0.057009 $ 

Common 
Executive Expense 0.007805 $ 13.29 
Planning Expense 0.000580 $ 0.99 
External Relations Expense 0.013029 $ 22.18 
Legal Expense 0.006148 $ 10.46 
Other Procurement Expense 0.002359 $ 4.02 
Research & Development Expense 0.000036 $ 0.06 
Other General and Admin Expense 0.015212 $ 25.89 
State Prescribed Common 0.000000 $0.00 
Common Costs $ 76.88 

TELRlC + Common Costs $ 1,779.04 

Page 10 of 10 
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Executive Summary 

A. PURPOSE, SCOPE, AND APPLlCATlON 

The purpose of this study is to determine the non-recurring costs that will be incurred by 
Qwest to provide Space Inquiry requests for customers. 

This study develops Qwest average costs. Costs are based on a per unit basis depending upon 
which element is being requested. 

B. DESCRIPTION OF SERVICE 

Paragraph 58 of the FCC 706 ruling requires incumbent LECs to provide space availability 
report to Co-Providers requesting such a report. This report will be generated for one central 
office at a time. 

The space inquiry report contains the following information for each central office requested: 
1. Number of Collocators within the office; 
2. Amount of Collocation space available (number of equipment bay spaces available); 
3. Measures under way to make additional space available for collocation; 
4. Modifications in the use of space since the last report; 
5. Whether there is sufficient power; 
6. Number of CLECs in queue; and 
7. Whether the premise is equipped with DS3 capabilities. 

C. Study Methodology 

Costs were developed from material, engineering and installation labor costs 
provided by Subject Matter Experts (SME's) in Central Office Engineering and Outside Plant 
Engineering. 

Monthly maintenance costs were developed by taking the element - specific expense and applying 
the account - code specific maintenance. 

The investmentslexpenses from the above items were then entered into the WCP (Wholesale 
Cost Program) model, developed and used within QWEST Corporation. 

D. DESCRIPTION OF LONG RUN INCREMENTAL COSTS 

Long Run Incremental Cost (LRIC) is the method QWEST Corporation uses to estimate 
product and service costs. It provides a measurement of costs over a period of time long enough to 
fully adjust to changes of output (including changes in the size of facilities, levels of investment, etc.) 
in order to optimally accommodate this change. This methodology is forward looking in nature 
(i.e. LRlC uses the latest technology costs or replacement costs.) Since LRlC is forward looking, 
it does not measure historic investment decisions of the corporation. 

The Qwest LRlC format disaggregates the cost results on a unitized basis into the components 
shown below: 

Total Service Long Run lncremental Cost (TSLRIC) --Total Service Long Run lncremental Cost is 
the forward looking cost avoided (or added) by discontinuing (or offering) an entire service or group of 
services in the most efficient manner, holding constant the production of all other services produced 
by the firm. This cost is often referred to in economic terms as direct cost. 

Shared Cost (SC)-- The cost associated with the provision of multiple services (service family). 
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This cost is not volume sensitive and is eliminated only if the entire service family is discontinued. 

Total Service Long Run lncremental Costs plus Shared Costs (TSLRIC+SC)--The Total Service 
Long Run lncremental Costs for a service plus the Shared Costs of a family of services. 

Total Element Long Run Incremental Cost (TELRIC) -- Total Element Long Run lncremental 
Cost, as defined by the Federal Communications Commission, is the sum of the forward looking 
direct cost incurred in the production of a network element (as opposed to an entire service), 
attributed costs considered as shared cost under TSLRIC terminology and selected administrative 
costs considered as common under TSLRIC terminology. 

Common Cost (CC) 

For TSLRIC purposes, common costs are the current cost incurred for the benefit of the enterprise 
as a whole. This cost does not vary with the provision of a service or a service family. These costs 
are sometimes referred to as general overhead costs. The Common Cost added to the TSLRIC + 
SC produces a Fully Allocated Cost (FAC) as required by Commission rules. 

For TELRIC purposes, common costs are the current cost incurred for the benefit of the enterprise as 

a whole, after those cost that vary with the provisioning of individual network elements are removed. 
The costs removed from common for TELRIC purposes are included in the TELRIC itself. Total Long 
Run lncremental Cost plus TELRIC common costs (TELRIC + CC) form the basis for pricing 
Interconnection network elements. TELRIC + CC is the equivalent of fully allocated cost as the term 
is applied to network elements. 

Typically, the cost identified by these cost categories include capital costs for depreciation, return, and 
income taxes. TSLRIC also includes ongoing operating costs for: administration expense, product 
management expense, pre sales expense, and business fees. 

E. Study Assumptions 

1. All costs are forward looking. 
2. See "Inputs" worksheet. 
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RATE SUMMARY 

Unit Investment NRC State 

SPACE INQUIRY REPORT l ~ e r  ofice I $ 241.69 1 $ 323.99 1 SOUTHDAI<OTA 

Rate Summary 
Sn Snare Tnniiinr <A?A 
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Study Information 

 COMMON SYSTEMS PLANNING ENGINEERING CENTER $ 46.18 1 
I . . I 

Labor Calculation 
ICOMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 

INUMBER OF COLLOCATORS WITHING THE OFFICE I 0.5 lper hour I 
AMOUNT OF COLLO SPACE AVAILABLE IN OFFICE 

ADDITIONAL SPACE FOR COLLOCATION 

2.5 
0.5 

per hour 
per hour 

MODIFICATIONS IN USE OF SPACE SINCE THE LAST R E P O ~  0.5 ~ e r  hour 
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Directly Assigned 
Product Management Expense 

Product Advertising Expense 
Business Fees (Other Operating Taxe 

Directlv Attributed 
Network Operations 
Network Support Assets 
General Support Assets 
General Purpose Computers 

esearch & Development Expense 
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lnilation 
Major Cost Drivers 

Cost Oj Money 1 u.14Y0 
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LABOR CALCULATIONS 

C * D  
-COMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 

NUMBER OF COLLOCA TORS WlTHING THE OFFICE 
Verify and match documentation; determine number of 
Collocators in office 0.5 30 1.000 30.00 $46.18 $23.09 Space Report 

AMOUNT OF COLLO SPACE AVAILABLE IN OFFICE 
Database verification (COEFM), communication with 
Real Estate, SICM's, CO Techniciaions and IOF if 
grooming or moving circuits is identified. 2.5 150 1.000 150.00 $46.18 $1 15.45 Space Report 

ADDITIONAL SPACE FOR COLLOCATION 
Check to see if building addition is in any planning stage. 
Check with switch group to see about any upcoming 
convers~ons/remova~s. 0.5 30 1.000 30.00 $46.18 $23.09 Space Report 

MODIFICATIONS IN USE OF SPACE SINCE THE LAST REPORT 
Pull report from COE-FM. 0.5 30 1.000 30.00 $46.18 $23.09 Space Report 

lsubtotal - COMMON SYSTEMS PLANNING ENGINEERING CENTER (CSPEC) 240.00 $'184.72 1 
-INFRASTRUCTURE AVAILABILITY CENTER (IACL 

QUOTE PREPARATIONAND PROCESSING 
Review for completeness resolve discrepancies, Quote 
Preparation and processing, data basing 1 .O 60 1.000 60.00 $56.97 $56.97 Space Report 

Isubtotal - INFRASTRUCTURE AVAILABILITY CENTER (IAC) 60.00 $56.971 

Labor Calculations 
SD Space Inquiry 5434 

1 Total $241.69 
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WCP Non- Recurring 

Expense $241.69 

Directly Assigned 
Product Management Expense 0.025565 $ 6.18 
Sales Expense 0.009225 $ 2.23 
Product Advertising Expense 0.000000 $ 
Business Fees (Other Operating Tax 0.002025 $ 0.51 

1 ~ i r e c t l ~  Assigned Costs $ 8.91 

I Total Direct Monthly Costs $ 250.60 

Directly Attributed 
Network Operations 
Network Support Assets 
General Support Assets 
General Purpose Computers 
Uncollectible 
Accounting & Finance Expense 
Human Resources Expense 
Information Management Expense 
Intangibles 

State Prescribed Directly Attributed 0.000000 $0.00 
1 ~ i r e c t l ~  Attributed Costs $ 59.38 

TELRIC $ 309.99 

Common 
Executive Expense 
Planning Expense 
External Relations Expense 
Legal Expense 
Other Procurement Expense 
Research & Development Expense 
Other General and Admin Expense 
State Prescribed Common 

1 Common Costs $ 14.00 

TELRIC + Common Costs $ 323.99 

WCP Non-Recurring 
SD Space Inquiry 5434 




