




1.    The objective of the HCLF was to provide support for high loop costs that are 115% above 
the actual nationwide average cost per loop.  This support would insure that local rates in 
rural high cost areas were comparable to the average (primarily urban) local exchange rate.

2. However, in 2001 the HCLF was capped and indexed to the net percentage change in line 
growth and inflation.   As a result of this change, the nationwide average cost shown on the 
chart is no longer the actual nationwide average cost, but is a theoretical average (unrelated 
to the actual average) developed to distribute the HCLF. 

3. The practical effect of this change is that this theoretical average is the benchmark rate for 
rural ILECs.   Rural ILECs now must recover the majority of loop costs up to this theoretical 
average from sources other than the HCLF if they are to have an opportunity to earn an 
authorized return.

4. For example, in 2010, the theoretical average is approximately $39.  This means that in 
reality, rural ILECs get no HCLF support for loop costs up to $39, even though the actual 
nationwide average may be closer to the $23 level reflected in Kansas local exchange rates. 

• To earn the return authorized by the Commission, Kansas rural ILECs would have to 
raise their local exchange rates to approximately $39, a level that is not comparable to 
urban rate levels.

• Rural ILECs have not raised rates to this level, and if they have not sought recovery 
from the KUSF, they are adsorbing or imputing a large share of the rate difference.
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