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OEFOR!: TI1E FLORIDA PUBLIC SERVICE COMMISSION 

In re: Dctcnnlll.lllon C'l' tl e Cost of 
Local Tck..:onu11•m1CJtl ns Service. 
pur.u.-u1tto ::.oct1nt• '!.-1.1125. Ftonda 
Statutes 

) 
) 
) 
) 

DOCKET NO 980696-TP 
Ftl.ED 11102198 

AJ I IE! .'S POSDIEAR!NG STAT£!\IE:'\1' 

ALL TI-l Hontb. Inc. ("ALL TEL" or the "CornpMy''). pursuant to Onler No I'S('.'JS-0~13· 

1'\0."n\ submits the followinM PoMheruing Sutement: 

I. 

lntroduajoo 

l'ursu:uu to Chapter 98-277. taws of Flc>rid:l. ""hich became law on M:1y 28. 1'.19&. the 

Lcg1slaJure d1reet<d the Commission to 0011duct .'llrious studi~ to be subnuuC'Id to the t.cwslaturc by 

February IS. 1999. One study rcqu1res the Comm1ss1on to de1erm1ne the cost of pmv1dong bas1c local 

telecornmunoeatlons snv1ces for the Incumbent local exchJilge companocs ("I.E\<") opcraton~t on 

!'lorida. nus prucc<dong was cst:lbloshed for that purpose 

ALL 11:L IS an 1ncwnbc:nt local exchange comp""y ,.,th fe"er thm IOO,tWIO uccess hnr:s JJld 

quahfies as a "snull t.EC" "1tlun the me:&ning of Scct1on J6.l ll~l rtonda Statutes (1 1.197) ,\1 LTH 

prepared m embedded cost st\Miy as pm•tdtd rn Scxt10n )(~.OlS(c), l'londJ llllll•llt::i ( 1?98), and 

submlll•-d the direct and rebuttal testimony of Dcnms Curry. who 3ddro:sscd ISSues I. Su anJ 6 1 he 

prepared direct and rcbutlllltesumony ofwttness Curry "as 1nscrted onto the rrtord nt Tr 2977-2993. 

:md he ".., emss-c:xnm1ncd by Staff Sl:t Tr 2296-301 I \\'1tncss Curry's composne c'h1bot IIX'· I 1 

rncluded the C'omp:my's embedded cost Jtudy. was 1dent1fied ns Elo.lub1t 96 and -....u admitted into the 



record '"lhout O'>JCCiton [Tr. J •JI I) The Staff of the Comnussion prep;ltcd exhtblls consaung of 

1\l.l. TEL"• thscovcry rcsp..nscs nnd deposition trnnSCripts, which wen: idcruillell :ts Exhibits 27 ond 97. 

and \\tte admauro anto .he rcc<orJ at Tr. 492 an<IJOII. rC$1)CCtl\·cly 

II. 

B11ir PmUioo 

For ALI.11:L. the cost of ba.~ic local tclccomntWltcattons service oppropnutc for :t pcrm:lncnt 

51atc WlaVcr'-11 ~f\ tee fund should b, computed using !he embcdtlctl cost modclprupo.>sal by 1M small 

LECs. l 'sang that method. ALLTEL"s totlll embedded cost ofunm:rS31 scn·tcc v. as calculated to be: 

SJR.SJJ.CMJ and the an-ru~c cost per hne per month ts $41 .97. 

Il l. 

ISSUES AND POSmONS 

The Company"s posauoru on the ISsues for publication rn the Staff Recommen.!•hon M<" set 

fonh beiO\' an(] marked with on asterisk (• ). Where the c~mp~ny h115 taken a positaon. the 

Company"s a11nlysis tn suppon of its position is set fonh liS '"daiSCussaon"" under c•ch assuc 

I mlr I : \\'halts the ddinrtron of the baste localtc lecommumcahons sco tee referred to 
tn Sccuon 36.1 o:S(4)(b). Flonda Statutes? 

Po•ltlon: • The dcfimttOn of baste local tclccommumcauons sernee an ~."t"uon 
3M 02S(4)(h), Florida St~tutcs. is a.s set fonh in Secuon 3M.02(l). Florida St:ttutcs 

Dhrus51gp: Section 364.02S(4)(b}. Flonda Stutut~. was added to Chapter J<H. Horrd.t 

Statutes. by ("hapttt 98-277. Laws of Flondo.. SC(:uon 36-1 02. llonda Sta1Ulcs • .!clines cenaJn lmtl) 

used tn Chapter 36-1. Florida Sllltutcs. ancludang the term ""b:IStc local •eleconununicataons eo·tce 

:itt. Fin. Stnt § 364.02(2). 
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Smcc the tcnn ubasic !ocaltclc:communications scrvtce'' m Secuon 36-l.025(4}(b) 1s defined 

m Scct1011 3M 02(21. the Commission hilS no discretion to expand or modify the dcfimition 

spcctfic:llly pro' ide.! by th: Legislature for use in Chapter 31>4 Set Frvm 1 I ' JuUnl Wcd.ly l'ost. 

IlK.. ?7 So 2d 4<>~. ~~~..,(Fla. 1957)("A sl:ltutol)' ddillllton of a v. ord IS controlling 3nd v. oll he 

(o!lo"ed by the Couru. ''): Voccllc y Knj~bt Bros Paps:r Co, 118 So. ld 664 (FI~ 1st DCA 1960) 

("When J s t:uutc contains a definition of n word or phrase that mcanmg must be ascribed to the 11ord 

or phrase v. hcnc\'ct repeated in the s:unc sutulc unless a conlnlty intent rlcarlt· •PIIC.us.'1(crnpha51S 

m ong~nnl). lltcrc ts no indication in Section 36-1 02 thQt a definition other than the one in SC"CUun 

JM.02(2l shou ld npply. Consequently, the Commission should n:sisl all cffons to usc n dcfin1110n 

other thnn the one prt:5cribed in S«tion 364.02(2). Floridn Stotutcs. 

Issue 2; For pwposcs of dctcnnmiog the cost of bas1c localtclecommumcauons SCT\ 1cc 
:1ppropn31e for establishing a perrrw~cnt uni,·erAJ servtee mechanism, wh•t is the appropriate pro' y 
tnodcl to detcrm1ne t11e tot31 forward-lookmg cost of pro1•idmg basic local tclecommumeauom 
Sct\' ICC pursuwll to Section 364.025(4)(b), Florida Sllltutes? 

l'o•IJion: • Constsl•cnt wuh the Compnny's positions on Issues Sa nnd 6, the Cornpru1y 
has no pos,uon on this rssuc. 

h)Ut )j for purposes Of dC1cnnintng lhe COSI ofbJSIC loc3l tclrcontmunic~UOns SC1\ ICC 
nppropnatc for cst~bhshing ~ pcnnancnt untversal servtee mechanism, should the tot~ I foi"A ard· 
loolmg co" of bas1c local tdecommunications service: pursullJit 10 Section 364.02S(4)(b). FlondJ 
Statutes. be: delermmed by n cost pro1<y model on a blUI$ smaller than a wire center? If so. on 11lmt 
bas1s ~hould 11 he dctcm1ined? 

i'o!hiop: • Conststenl wtth the Company's pos111ons on Issues Sa nod r.. the Comp,n) 
Ius no pos111on on th1s issue. 

luuc 4; For pwposcs of detcnnming the cost of hastc localtelrcornmumt:~uon' sen .cc 
uppropnalc for cslabhshing a penTlllllent untversal strvtee mech:~~~i~m. for cJclt of the folio" 1ng 
categories "hal 1npu1 values 10 the cost proxy model Identified m l55uc 2 .lte appropriate for each 
FloncJn LI!C"' 

(a) OcprceiBIIOn rates 
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(h) C'osr of money 

tc) I•• r<liCS 

(d) Surp• nong struc1uw.. 

(c) Srrucrurc <h31lnJ; foc;.,rs 

(I) Frll r.ocrors 

(g) Manholes 

(h) Fobl:r cable costs 

t•l C'orrcr c•ble costs 

(J) Drops 

(kJ Ncr work uucrfacc dc,•iccs 

(I) Ours•dc plant mix 

(m)Digrlalloor carrier costs 

(n) 1 c:munal costs 

(o) Sworching costs and nssocinled vnnablcs 

(p) rronic dal3 

{q) Sign.1hng sys1cm costs 

(r) T rnnspon $)'llcm cosiS and associated variables 

(s) Expense$ 

(I) Orhcr mputs 

Po\irlon: • Consisrcnr .. rth the Com~y's posrlrons on Issues Sa :.nd 1>. rh" ~ue doe> 
nnt •prly ro rhc Company: rhercfore. the Company has no positron on rlns rssuc 

h suc 5 Ca l: For purposes of dcrcmrining the cost of basic localrelcconununicarions scrvrcc 
appropnnlo for c~toblishing a permanent umversal servrce mechanism. for "Inch Florida loc.li 
c~chnnge collllll!nics must the cosr ofbMic locnlrelccornmunocnuons sc<Vrcc he detcrmonetl usong rhc 
cosr proxy model rdcntilied in Issue 2? 
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£llii.t.wn: • The l.El s ,.;th more than 100.000 access hoes 

Ph<u<S!'Jp: Seeuon I of Chapter 98-277. Laws of Flonda, llnlendcd S•-ction J64.025. 

JolondJ Stututcs. to includ~ new subsection 364.02S(~)(b). (e) and (d). Subsections (b) and lc) of 

Secuon 36-1 .025(4). sto~tc: 

(b) 1o l15SiSI the l.q:tsiDture m cstDhhshing ~ ~rmancnt 
uni' tl'531 sen tce mecbmism. the commisston. by Febru:uy 15. 199'1. 
shall determine and report to the Pratdcnt of the SCTUtc Jllld the 
Speal<er of the llouse of Rcprescnlllttvcs the tollll forward-lookmg cost. 
basro upon the most recent commerctally avaiiDble technology and 
equtpment and generally accepted desi~'l nnd placement prinetples. of 
pro,•iding bGStc local telecommunications sen•icc on a basis no greater 
than a wire center bl15is using a cost proxy model to be selected by the 
commisston a Ocr n<otiee and opportunity for he~ring. 

(c) In dctcmtining the cost of providing b:uic local 
telccommumcations service for mtall local exchange 
tclecommunicauons companies. v. htch sm e las than I 00.000 access 
li ncs, the commisston shall not be n:qutred to use the cost suo\ y model 
sc:lcctcd pursuant to p3Tllgraph (b) until a mcchantsm is tmplcrnentcd 
by the Fcdml Government for small compamcs, but no soonn- than 
Jnnuary I, 2001. The commisston shall calculate a small locnl 
exchange tclecomrnunicDtions company's cost of providing bJSic local 
tclccommumcations scrvtccs based 011 one of the follo••ing options 

I. A different proxy model: or 

2 A fully dtstributed allocalton of embedded com, 
tdenufymg htgh·cost areas wtthm the loal e~change llrt:t the comp0111y 
scn·cs nnd mcludtng all embedded mves1ment> and expenses mcuncd 
by the company m the provision of umversal lervtce Such c:tlrulatwns 
may be m:tdc ustng fully distnbuaed costs consistent with 47 C F R. ss 
32, 36. nnd 64. The geographic basis for the cnlculntions shall he no 
smaller than n census block group. 

Und"f tl'oc ploin IMguoge of this stJUutc, the Commission is onl) rcqutred to usc: ~ proxy 

model for loc.:ol exchange companies with o'er 100.000 access hna. t e. the large l.LCs The 

s 
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reasons the l " rnm1ssion should not usc a proxy model nnd should usc an embedded cost model for 

the smal l LECs rue expla:ncd under Issue 6{a), below. 

hsuc Sfbl: For each c.f the LECs identified in (a), what cost results from using the input 
values idcnlllicd in Issue 5 in •he cost proxy model identified in Issue 2? 

l'osltioo: • Con.<i, tcnt with the Company's positions on Issues Sa nnd 6. thi~ 1ssuc does 
not apply to the Company: th...-cfore, the Company has no position on this issue. 

h sur lila I: For purp<1scs of dctcm1ining the cost of basic locultelccommunications Scf'\~cc 
:rpproprinte for establishing a permanent universal scrvrce mechanism. should the cost of b:lSic locul 
telecommunication$ service for each of the LECs that scf'\•ed fewer than I 00,000 access lines he 
computed using the cost proxy model identified in Issue 2 "ith the input values rdcntdied on Issue 4'1 

Posl!lun: • No. Small LECs like the Comp4ny fhould be allowed to usc un embedded 
cost methodology. 

Discussion: For the following legal and factual reasons, the Commission should not 

determine the cost of basic local telecommunications scf'\·icc for the small LE('s using cnhcr of 1hc 

proxy models presented in this proceeding. 

Lc2a1 Reasons 

As noted under Issue S(a), Section 364.025(4), Florida Stutulcs, comains specific langungc 

addrcssmg the detennination of the cost of basic local telecommunications scr.·icc for small LECs. 

TI>al language is: 

(c) In determining the cost of provrding basrc local 
telccornmunrcations service for small local C).C:h:m~,:~ 
tele<"ommunicmions companies, which serve less than IUO.OOO .access 
lines, the commiss1on shall not be required to usc the cos1 proxy model 
selected pursuant to p11111graph (b) until a mccham>m 1S llllplcmcrucd 
by the Fedcrul Govemmcn1 for small companies, but no sooner than 
JiilJluary I. 2001. llte commission shall cnlcul:ue n small loc~l 
exchange lclc:cornrnunications company's cost of providing bas1c loc:.l 
telecommuni~tions services based on one of the following oplloru: 

I. A di!Tcrcnt proxy model: or 
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2. A lully distributed llllocauon of embedded com . 
.. lcntifyong lugh-cost arcu wnhin the local cxehllll'lgc nrea the company 
serves and mcluding all embedded investment& and expenses aneurred 
by the coht~~ny 10 the provision of univci'Slll service. Such calculations 
may~ made us.ng fully distributed c~Sis consistent with -17 C f .R ss 
32. 36. md 64 The gcognphie basas for the calculations sh:lll be no 
smallu tl~ a -•-nsus blod group. 

Fla. Sun. ~ 36-1 02S(-1Xc). 

nac words m this subsoction clearly express the antcnt of the Florida le~:aslaturc tlutt small 

LECs be :.llo\.\ed to usc an embedded cost m~IOH.Y an thas proccedang 1\s C\pllaned b) 

\lr Curt)'. cJch of the small LECs, mcluding the Company, have prepared and suhminc.l an 

embedded. fully distnbuted cost S1Udi' using the printipl~ an FCC section -17 C.F.R .. Sc:cllons 32, 31•. 

f>-1 nnd 65 jTr, 298()1 S~:etion J64.02S(4Xc)2, Florida StDtutcs. clearly conlemplatcs the usc of thts 

type or model an thas proccedmg. Because the statute allo"s the usc or embedded cost studJes for 

small LECs :tnd the small LECs have submmed embedded cosa studacs. the Commassaon should usc 

them to dctcrrmnc the cost ofba.sic localtelecommunacntions scrvace 

Do an~; so as consastcnt v. ilh the approi!Ch currently bean~t used by the H't' As notC\1 h)' 

:-.tr. Curry tn Ius tesumony, ~ as shown in the FCC's Unl\ci"S31 Su-·ace Oulcr. the l'CC ta... rulro 

that the a\aalahlt pro~y models are not appropriate for usc: by small rur.allocal exchange earners •t 

this time. [Tr 2'.180) Stt Rcpon nnd Order, ln the Mauer of Ectlc:rni-Stau: Jouu Uoard on l 'nn·mal 

Smicc, CC Doclet No 96-4S) (May 8, 1997), 12 E C.C.R 8776 ~ 291. See also !.d. at 29-1 ("We 

..adopt the Joant Oo:ud's rcc~mmcndauon to allo"' JUT:ll camm to cc:-ntinue to r<-ccl\e suppon f,,,,., 
'"' •·mlw.·<l<lcclrosts for ut lcasr three )'t'ars.")(cmphasas added) Sectaon J(,-1 025(-l)(c). Floml3 

Stntuacs. "as adopted nner the fCC's Uni\'CI'Slll Scrvacc Otdar \.ln.~ issued tmd r.cogn11o \\haa ahc 
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rtc h.d ~!ready detcmnned ~bout ll\e avai lable proxy models, i.e .. they should not be applied to 

small LECs at this time. 

lrnponanlly. thttc is not u single p:my in this case that filed tcstimt>n)' or took the posilion 

Lh:u either of the two pro~·· models should be applied to the small LEes at thts tim~. In the 

li'rchcanng Order, AT&T qnd MCI cleruly slBte their position that the >mall LECs ~hould not he 

rcqu1rcd to usc the proxy models at this time. Sec Order No. 98-1303-PIIO-TP at 34 and 3). In h1s 

testimony, AT&T's witness. Rlochard Guepe, highlighted the FCC's determination th~! small LECs 

not be required tO usc the available proxy models and tJrced that it m1ght not be oppropnntc for the 

small LECs to usc the pro'y models. [Tr. (189. Ins 18-24]. The FCCA, FCTA. c.spirc Time Warner. 

Worldcom, OPC nnu the AG did not file testimony or take a position on the !'rehearing Order on th1s 

1 s~ue, In the absence of any rttord evidence promoting the usc of t.hc pro X)' modds b) the small 

LECs. the Commission ts legally foreclosed from applying the proxy models to the small LECs at 

this time. 

fpttual Rra.uw 

E\'c:tt if the Commission is not obligated to usc the embedded cost approach ad,·ocnkd by the 

small LECs, the rti:ord in this proceeding suppons the FCC's conrlusion that the n'-:~i tuble proxy 

models do not work well 111 the rurnl nrcns served by the small LfCs in Florida. This point" as m:tdc 

1 n the rti:ord so many timco, it would be impossiolc to list them all. 

For example, during Mr. Cuny's deposition, he gcnernlly explained thnt the uvaJiablc proxy 

models have real problems recreating the network in a way that locales the nctu:tl tocat1ons or the 

customers in rurnl areas. [Ex. 97. Tr. Page 8] Mr. Wood. who was promotong the llalflcld model, 

provided great detail nbout the cu&tomcr location problom in rurtll areas. lie explatnc.J thai llaaficltl 
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ancmpts 111 rrcproccssmg to lOClltc customers using gc.ocoding and tluu only 700 • of the residences 111 

Flonda can be ~cocode<J. (Tr. )~7] lle also explained that Hatfield does not locate customcn. rn 

rur.ll :ucas "ho do rill h:.~c • Sl'«l address. because they c;umot gcoc<.'dc in rur.al areas \\here rural 

route and post office bo cs arc used rn lieu of 3 sired addreis (Tr S~9] On cross-eummauon. he 

conceded thottltc gc.ocoding >Jcceu rate m rural areas hke Uoca Grnnde, Lee I served by ALI.Ttl.). 

nnd l'anacc:r WIL'l terr.>. [Tr. 828 831] Dr. DuiTy·Dcno. who testified for lldiSouth, wulyztxl the 

I latficld model und found that the "rate of successful gcocoding ts cxlrc:tttrly 'o" m the rural. IO\\ 

dcnsuy :ucas of Flonda" [Tr. 927]. and presented an cxhtbu sho"1ng !he extremely low success rates 

in rurJI arcM hkc Dixie and Levy Co~nti cs, which nrc rn ALL TEL's tcmtory. [Tr. 929, Ex 47) 

Or. Stair testified that Hatfield docs not build to actual customer location. (Tr 1467) 

The «'COrd rs also clear that the proxy models gcncrall) result in cost cstrmatc• !hat arc higher 

than the results computed by the small LECs ming Ibm embedded cost mcthodolott) · Stt Ex ?7. 

T r. 13. und Ll· OCJ!O. Ex. I: und Tr. 3000·)002. Cons<-qucnt ly, the cmbcdd~d cost mcthodoiO!;) 

used b)'lhc smutll ECs can be consrdcred conscrvati\'c relati\'e tO the prox)' models. 

Copdusigp 

The cn1~ded cost models presented by !he small LECs are based on actu•l data •nd result 111 

conscrYullvc cost estimates. The record in this proceeding supports the FCC's co11rlusion lhnt the 

"''ailnble proxy models should not be applied to stru~ll, rural LEC's ut this trme Sccuon 

J().l.0!5(J)(c), rtotid3 St31UlCS, rcOccl$ !he wisdom of the FCC m thrs area and suppor1S the 

conclusion that sn•all LECs should be allowed to usc un embedded cost methodology. For these 

rcaso11s, the < 'ommission should dctemrinc the cost of basic local service for tl'lo sm•ll LECs using 

the embedded cost methodology proposed by !he small U:Cl rn the tCSttmony of DeMtS Curry 
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Jssut t.fb): If y~. for c:.clt of the LECs !hat se!'e fewer than 100,000 access lines . .,.hat 
cost results flllm using the input vnlues identified m Issue 4 in the cost proxy model identilic=.J in 
r~suc 2'! 

Pod lion: • ""' :;pplicable. 

Issue C!lcl: tr~.ot. for e2eh of the Florida LECs thai SC1\'c fewer than 100.000 3Cccss hens, 
"hat approach should be employed to determine the cost of basic local tclceommumcnuons SC't'icc 
and what i~ the rcsulung cost? 

!'osition: • The small LECs should be allowed to usc the cmbcddc.l cost methodology 
described in the tC$timony o' Dennis Cuny. Under this approxh, the Company's cost per access lone 
IS $ J i 97. 

Dbc:uulon; As dascussed Wldcr Issue 6(a). abo\C. the snull LEC's should bc allo'"''l to usc: 

the embctldcd cost methodology eJq~lruned by Mr. Cuny in Ius dirccttcsumony. I hnt methodology ~nd 

the inputs =-.1 an the model for the Comp:~Ry are explained here Tnc Cornp;my notes that :he n:cord 

docs not rontam 1111)' testimony from any p31ty clullcngang the small LEC rnaocddcd cost model 

L1kC"' IS<', tht'rc t$ no testimony in the record proposing any adjustments to Wl) of the Inputs used tn tlu: 

model by I he omaiii.ECs. Thts 1s in stark contru.st to the stnto of the record o.s 11 rclntes to the h•o proxy 

models and the anputs used therein. 

Mctbodolcw 

GeneraL As explained by Mr Cuny. the embedded cos\ model used hy tltc small eompm1cs 

.l.\stgn•'<l ull embedded non·tmflic sensitive pl~111 invcstmcnls tulll 1hc11 associutctl costs along wnh 

the local ponion oflhc embedded traffic S<:nsillve plnntm,estments and 1hcar assocmt<d costs ""'c to 

the cost or bJSIC lou! lclccommumcallons senice. (Tr 2979] All non·planl n:bted c\p<=nscs 

cum.:ntl> allocated to local sc:rv1cc through the sep:ttallons process were also aS5tgncd 10 the cost or 

lnas1c locul lclccommumcutions service. (ld.( This is consistcm wuh the uppr(IJCh used in the '"<' 
proxy models prcS<:nlcd m this proccedm¥- (Tr. 2997·29981 

10 



Puiod god Rttum. Ali of the tmnli LECs used 1997 C0$1J wot.l nn I I 25~~ retur1 on 

onn:suncnt for ohcir embedded studoes. [Tr.2980) While the FCC has opened a docl.etto review the 

return for ru"oll lT< (Tr. 3010!. ot h:IS taken no action to cothcr lower or roisc that return lew! :ttthos 

lime :-ione of the p:mics pro,'O.cd 1111 >dJUSimCnt to the return as used by the sm3ll LF("s 

NTS •us! Loop Pbnt. For pulj'l(M<:S of this docl.ct. non·tr:lffic scnsouvc plant W:IS 3Ssogncs! 

100'!'• to the stJtc JUrisdiction "local service bucket" on the cost study. (Tr 298 11 These costs 

1 ncludcd nil loop related plnm, line pon equipment, and COE trnnsmission c.juipment uulizcd for 

pro\l<hn~_: loc~l <loJltonc to cUStomers. (ld J All non·tr:lffi scnsoll\e local>"'lldung cquopmcnl \\ali 

odcntilit'tl w1d nllocatcd in the same maMcr as loop investment. (ld.l Loop 11wcstmrm \\DS nssogned 

l<l the stutc JUrudictoon using a Gross Allocator Factor of 100": •• rcsultmg m all loor relates! plwu 

hcmg allocates! to the local scrvoce bucket. (Tr. 2981-29821 Th1s was done on order to C3pturt all 

loop cOSis for the purpose ofth1s un1vcrsal service study u11l111ng Pan 36 costmg rnethodologoes (Tr 

:ZIJS2) !\one of t he pan1cs challenged this approach in their testimony. 

Locol S\\1tcblpg. Each company analyzed their ccmunumg propcny t<'Cords to dctcnmnc the 

non·troffic senslll\ c '"''cstmcnt on hnc related equipment. common equopmcnt and po"' cr cqu1pmcnt 

(Tr. 29821 Ooc non-traffic scn~oii\ C local :wuching in,t5tmcnt was then subtr:oeted from the total 

local sw1tchmg mvestmcnt to detcnmnc the local switch1ng traffic sensitive in,·cstment (ld.) Power 

wtd common on\eStmcnt was sprtlld to trnffie sensiti\'C ~~nd non-lrllffic scnslll\c $"'otchms b:uol on 

the rcl>mc lll\tstmcnt m c:teh (ld.l A "local dial office foetor" \\35 then de, eloped by muluplymg 

the percent of non-tr.lffic scnsitiH local switching mvcstmcntt1mcs tom. nnd nddong the product of 

t:hc percent trurfic sensitive investment times the "local" un"'eljJ)ll•'tl d1al cqu1pment nunutcs "DEM" 

II 



Factor. {ld.] The dial otlice factor was then substituu:d for the OEM Factor in the universal SC!\'icc 

cost study. {ld.) None ol the parties challenged this approach in their testimony. 

Q(hrr :Soo-P~rt 36 Ad!us!mcuu . The small LEC mclhodology also oncludcd three other 

gcncml modificato'>ns to> a pure Part 36 approach. First, for those companies th.nt could not separate 

ll'CJI pri,·ntc line: costs frorn switched service com. the small LEC approach moved local pm·ntc line 

loop counts. local private line tcnninauon counts, local pnvntc line corcuit mile coo•ms, localprivntc 

line exchange trunk circuit equipment investment and local pri,·ate line c~changc trunk cable and 

wire investment to the interstate jurisdiction for the s tudy. [Tr. 2983) Movonll these costs to 

interstate provided a way for the small LEC to identify their embedded universal st!\'icc costs. whoch 

would exclude private line costs from the embedded costs as requested by the Comrmssoon Stan'. 

[ ld.J 

Second. the small LEC methodology adjusted the Part 36 study to exclude cosL' for local 

pnvate line billing wod collection functions fr'Orn the embedded uni,·crsal service costs. [ld.] This 

w.tS done by reassigning local private line allocation factors to the im.-rst:ote jurisdoction [ ld .j Factor 

chnnges included: conUicts. billing. 311d user allocations. [ld.] These local pnvate line factors were 

a:.sogned to the i"tcrstate JUrisdiction in Pan 36 to ensure that local privJtc lone bolhng and collcctoon 

coMs were excluded from the embedded costs of uruvcrsal service as requested by this Commissron. 

(Tr. 2?83-2984] 

Tlurd, all expenses. investments and reserves aS!IOCiated with pay telephones were removed 

from the study. (Tr. 2984] 

None of ihc panics challenged these adjustments in tlteortesllmoro:,· 
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Wuh 1 · pcct to the inputs. the Company used 1997 !innncial infomJaliOit for 1ts regulated 

operouons (Tr 1 985) Thrn~m-month avc:ngc:s for the P<'nod from December 3 I. 19% through 

D«cmhcr Jt. 11.1'17 "'" reO• t<\1 for invc:s:mc:nts. resct\C:S, and deferred mcome t:L<es (hi) The 

ComJ':Ul} u;ed 11)97 calcnd.r }<31 data for expenses and other taAc:s. ltd J Dcprcc1aUon reserw Jill! 

the assocontc,l c:-.pcnse balances were stated in accord:I11Ce wuh the last appro' <'<I derrrc1ation rates 

rrcscnh<\1 by the Florida Pub he Service Commission The data thot suppon, the cml>cdded cost 

study IS the ~1me as that reflected in the Annual Rcpon (I'SC/AFA 18) and th1 Tekphonc E=ings 

Sun Clll>nce Rcpon (PSC/AFA I 5), which are !iled with the FPSC, nnd the underlying data used 10 

calculated the l'.~rt 3(o cost study submitted to the Nat1onnl Exchange Carner \$$0tlntron (NECA) 

(hi) 

The Company d1d adJUSt liS rnput datA to remove pay5tauon rclat<\1 an Junts ami to exclude 

non-regulated SC:I'\' ICCS. The paystauon amounts were ndjusted out because the> were Included in the 

19'J7 rnte~tatc cost study submitted to NECA and on Apnl 15. 1997. "'«< rcclass1!ied as non· 

regulated consistent "ith the FCC's P~}'Stauon Order rn CC D>'IClet 96·128 rr 2985-2?81>) The 

Cnmp•n> a.dhern to the FCC mantbted rules as cod11ied rn the Code of Federal Rt!>ulauons (CI· Rs) 

for Pans 32. J<>. M. 65 and 69, so other non-regulated tiCt l\ 1t1cs \\Crt rcmnvo .J from the regulated 

accounts through the opplic3trOu of FCC P311 64 rules (Tr. 2986) Dorng so • cons1s1cnt \\ith the 

procedures ALL TEL folio"'$ rn the dc,clopmcnt of liS mtcrstatc cost stud} that rs ~ubnuttcd to 

1\I~CA. [ld.J 
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RruilJ 

Based on thr methodology and inputs cKplaincd above, Al.l.'l EL's total cmbctluctl cost of 

uni''•l'531 service was cakulntcd to be S38,533,609 and the average eost per lo ne per month is $41 .97. 

(Tr.2986J As sho~~o11 abov-. none of the panics filed testimony proposing any ch:lllgcs to the small 

LEC methodology or any of the inputs used by lh~ Comp;my. Accordingly, the FPSC shoulrl find 

that $41 .'17 per I inc os the cost of basic locnltelceommunications scrvicr for the Company. 

Respectfully submit.cd this 2nd day of November, 199S. 

ATTORNEYS FOR ALL TEL 
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CE BTl EJCAIE Of SERY!CE 

lll f REBY Ci:RTIFY ~1311\Je copy of !he forq;oinglw been fwnuhcd by U. S. Mm1l or h:md 
dchvcry (' ) 1his 2nu day of November. 1?98, 10 I he following: 

W1lh:un P. Cox • 
01\ 151011 of Legal Sc:\ ICCS 
Flund.l Pub he Scr.1cc ("n,,mJ. 
25-IIJ Shunwd 0.1k Blvd. 
Tull:thasscc, Fl 3239'1.0850 

Ed" :u<l P.lSChall 
AARP 
I '>23 A13ph" Ncnc 
TniiJl•=· FL 32301 

Ttx) llatch 
,\1& I 
10 I N, Monroe St • Smte 700 
Talloh.wcc. FL 113111 

Robcn l.lc:an} -:-o:MC) \\'lute 
clo Nancy II S1ms 
Oell~outh Telecommunications 
ISO S Monroe St. Suuc 400 
T.11lnh.ISSCI:. FL 32301 

E•crcn Oo)·d 
[f\ 111 I "" Fmn 
I' 0 Dra•wr 1 1711 
lullJhlUS<.-.:. Fl 32302 

OJ\l<l B. EN1n 
127 l<tvcrsmk Rood 
Cr.1" fonh1llc. f L 32327 

TI10mas K. Bond 
MCI T clccommum~ons Corp. 
780 Johnson Ferry R03d 
Suite 700 
AUanLa.. GA 30342 

Joseph Mc:Giochhn 
McWhi,.cr Law Fmn 
11 7 S. Gn<ls<lcn Sl,..,ct 
Tallalwsce. Ft 32301 

Floyd Self 
Mcssc:r Law Finn 
P. 0 . Box 1876 
Tallalwsce. ~L 32302 

Office of Pub he Counsel 
c/o TI1c Flonda l..cgislaturc 
Ill W. Mud1son SL. #812 
TniW>=, FL 3239')- 140<) 

Michael Gross 
Office of Anomey Gcncrnl 
l)cpo.runent of Legal Affairs 
The C;qmol. PL-01 
Tallalwsce, FL 32399-IOSO 

Peter M. Dunbar 
Onrharn D. Auger 
Penning10o Law Firm 
P. 0 . Box t()()<)S 
Tnll:thassee, Fl. 31301 
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L~ura G~ll.,ghcr 
FCTA 
3 10 N. Monruc Strr'!t 
Tallah:.sscc, FL 32.1UI 

Bcnj:unln Ochshom 
Florida Legal Scrvic~ tr..:. 
2121 Dclt.'l Blvd. 
Tnllnhnss<-c. FL 32303 

Angela Green 
FPTA 
125 S. Gadsden St,/1200 
Tnllahasscc. FL 3230 I 

Susan Lnngston 
FTIA 
P. 0 . !lox 1716 
Tai!;IDl!S$«, FL 32302 

Kelly Goodnight 
Frontier Communicallot\S 
ISC S. Clinton Avenue 
Rochester. NY 14646 

GTC,lnc. 
cJo St. Joe Communications 
P. 0 . Box 220 
Pon St. Joe, FL 32456 

Kimberly CQS\vcll 
GTE Florida 
P. 0. Box 100, FLTC0007 
Tm1tpa, FL 33601 

t•~tncta Greene 
llollnnd Law Firm 
J IS S. Calhow1 SL, Suite 600 
Tallnhnssce, FL 32301 

Cnrolyn Man:k 
Time Wnmcr Conununicntions 
P. 0. Box 210706 
Nashville. TN 3 7221 

John Gulluic!Susan MBStcnon 
Sennte Commiuec on Reg. Ind. 
418 Senate Office Building 
T nllnhnssce, FL 3 2399 

JulieS. Myers 
Smitl~ Bryan & Myrn 
311 P. Patk Avenue 
Tallaltn$SCC, FL 32301 

Richard L Spears 
Community Assoc. lnsmute 
9 1)2 Ridge !'inc Trru l 
Orfando. FL 3281? 

ThomllS K. Bond 
MCI Tclccommunicauons Corp. 
780 Johnson Ferry Ro:ul 
Suite 700 
Atlant11. GA 30342 

Thomas M. McCabe 
TDS Tclceom/Quincy Telephone 
P. 0 . Box 189 
Quincy, FL 32353 

Mtchac:l Twomey 
8903 CrawfordVIlle Rond 
Tallahassee, FL 32310 

Patrick Wiggin.s!Oomu ClliWlno 
Wiggins Law Fim1 
P. 0 . Drawer 1657 
Tallahassee, FL 32302 
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~tch:~r~l Melson 
Hoppmg L.nw Firm 
P. 0 . llo~ 6S21J 
Tallaha..s«.l L 3231.: 

Charhc: Mufl'hy/Bo,te-lmhof 
!louse Comrtltltce on 'Jtilities 
and Communic.,ti<.:ns 

.128 I louse Offic-e Bwtdtnl! 
Tnllah.\SS<.oc, H 3!39<)· 1300 

03' td D:uucl 
I louse Dc:mocmtic Office 
3 16. n.c c~pttol 
.102 S. Monroe SL 
Tnll3h=. FL 32399·1300 

St"' en Uro"11 
Intcrmcdta Communications 
31>25 Queen Palm Drive 
T301pd. FL 33619 

Jim McGmn 
ITS T clocommumc3ttons 
1'. 0 . Box 277 
lndtantown. f' L 3495o 

Bnan Sulmonctti 
WorldCom TechnologiC$ 
ISIS S. Fcdcrllltlwy .• Suite: 4()() 
BOC:l R:\ton. FL 3~32 

HlllTict Eudy 
ALL TEL Florida. Inc. 
P. 0. !lox SSO 
Live Oak. Fl 320()0 

Bill Huttcnhowa 
Vista·Unitcd Tclocommumc;ltlons 
I. 0. BoJc 10180 
Lake Bucnn Vista. FL 32830 

Charles Rchwml.cl 
Sprint-Florida, Inc. 
P.O. Box2214 
Tallllhassec, FL 32316 

John P. Foru 
Ausley & McMullen 
P. O. Box 391 
TallohDs.'l«, Fl. 32302 

ATTORN~ 

) 
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