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HFFORE TiiE FLORIDA PUBUC SERVICh COMMISSION 

In re: Octermm~1011 of he Cost of 
Loc:ll Tcleeommu.~ ·~uons Savicc. 
pursuant to Secuon 3<>J 025. Florida 
Sl31UtC:S 

) 
) 
) 
) 

DOCKET NO. 980696-TP 
FILED. W0219S 

VISTA'S POSDIEARINGS"[Ait:Mt'to.T 

V1stn-Urutcd Tclecommunicauons ("ViSUI" or the "Company'). pursu311tto Ordc:r No PSC-98· 

08 13-PCO-TP. submits the following Posthearing Slalcmcnl: 

I. 

I ptrpductlon 

rursuam to 0Uiptcr 98·277. Laws of Florida. 1\hieh became law <1n Mt1y 28. IWS. tho 

LC!llslaturc directed the Commission 10 conduct various studies 10 be subrn111etl 10 the Lcglslalurc hy 

Fcbru:uy IS. 1??9 One study requucs the CommiS$1011 to detcrmmc the COS! or provldlnll b:I.SIC local 

telecommun1auons ""'ices for the 1ncumbcnt loa! exchange comparucs ("I.I:Cs") opcmunll on 

Flonda. This procc:cdm~ was established for that purpose 

V1sta is nn 1ncumbem local exch11nge comp311y wllh fewer than IOO,UOO access li nes and 

qualifies as a "small LEC' wi1h1n the meanong of Sec:1on 304 USl. Flomb SlaiUtM ( I'.I'J7) It has 

been prov1dmg !oat c>tchange lclecommuniC31lons SCI\ICCS 1n 11s FPSC-ccn11icatcd lc:rnlory s1ncc 11 

Wll$ created m 1971. [Tr.439-440] ViS1n's lenilory is 111 the Orlando !ltca and oncludcs n ~ignlficanl 

ponion of the Orlnndo/1-4 rc:son and cnten.Unmcnl comdor [Tr.440) As of June 30. 11)<)7, Vosl• 

SCI\cd npproxunotcly 1-1.000 access hncs, mosl or "'h1ch "'ere bus1ness access hncs [ld.] V1sta,. 

flO longer regulated by the FPSC on a ralc of rerum bosis. [ld.) IIO\IoC\Cf, Vista conunucs to 
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mamtoin •ts •ccountlng reccmls in accordance with Pan 32 of tl>e FederJI Communications 

C'ornmLSSion 's rules •• 1nd submits M annual cost study to the National Exchange (':1rriers Association 

("li·!ECA "). (ld .( 

\'i'>!.1 pl'ql3rl.'' :UI 01 bedded cost study as pro>~ded m Section 3c..l 025(4Xc), Flond.> St•tutes 

(1998). and subnuned the rurec:ttestimony of William D. Huurnhowcr nnd Dwucl C. W""''er. both of 

"hom addrcs...'\1 1ssues I. Sn and 6. The prepwed direct testimony of witnesses ll un,'flhowcr 3l1d 

\\'ca,·cr "as supullted 1nto t.,e n:cord "'1thout cross-cx.un1nalion at Tr. 438 :111d J.IJ, respocthcl) 

\\'uness Wc:~,cr's composite exh1bit (DCW-1) included the Company's =bedded c:OSI study, "ali 

u.lcnufiC\1 :1.~ F~h1h11 <) nnd was ndminoo into the reconl"1thou1 obJecUon. (Tr. -143) 11te Staff of the 

Commission 1'"-'l'ared exhibits consisung of Vtsta's discovery I'C$JlORS~ nnd •. lepos•uon transcripts. 

"h•ch \\Crc 1den11 fied as Exh1b11s 41, 2S and 26, and in the absence of objectiOns "ere odmmed into the 

m:ord :u Tr 41)2, 485 :mel 485. respocuvely. 

II. 

Basic: Poddou 

For \ '151;1, the cost of b:ls1c loealtelocommuniallous servtce appropn.uc for a permanent stole 

um'crs:tl SCf\'lce fund should be computed usmg the =bedded cast model proposed by the small LEC's 

rhnt cost ""s S (1(,,54 per nccess line ba.'led on revised 1997 datil. 
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Ill. 

lu utJ agd Posh Ions 

The Compan) 's posit'ons on the iSc•ues for pubheauon '" !he St<trf Rccommcndauon are set 

fonh bc:lo" and marked v·ith on astmsk ("). \Vhcrc the Company two t..tken a posnoun. the 

Company's analysos '"suppon of us posllion is set fonh as "dtscussoon" under euch ossuc. 

ls.ur I : What is the definition of the bllSoc local telccommunocatoom Sccf\·occ rcfmcd to 
111 Sce1oon 364 U2S(4){b). Flonda Statutes? 

Position; • The dcfinotoon of basic local telccommunocatoons """occ '" Sectoon 
lC..t tl2~(41(hl. Fh•rolla Statutes. os as set fonh 111 Section 364.02(2). Flonda Statutes 

Dbcuulon: Section 364.02S(4){b), Flondll Statutes. w115 nddcd to Chapter 364, Florida 

Statutes. by Chapter 98-277. Laws of Florida. Section 364.02, Florida Sllltutcs, dtfi"e1 cenain tcmts 

11sed Ill Chapter 36-1. Flonda Statutes. tneluding lhe term "basic local teleconU1tunocatoons scrvocc" 

s.t!;. Fla Stat ~ 31>-1 .02(2). 

Sonce the term "basic local tclecommuniClltions servtec" '"Sectoon 3114.02S(4)(b) os defined 

on Section 3(>.1 .02(2). the Conunosston h1l5 no doscretoon to cxp311d or modofy the ddinuoon 

speco fica II> provodcd by the LegiSlature for uSee in Chapter 364. 5.t!; Emn ' C4p11al Wc(k(y Po~l. 

lw:.. 97 So 211 46-1, 469 (Fla. 19S7X"A sllltutory defirutoon of a word os comrolhng and -.oil he 

follo"cd hy the Couns."): Yocdlc y K ni~ht Bros, Paper l"'o. 118 So. 2d 6M (l-In 1st DCA 1961)) 

("\\1ocn 11 Statute: contains a defintuon of a word or phrase that meaning must be .&Sen bod to the wonl 

or phrase \\hcnc:1cr r~cd on the same Slatutc 1111lc:ss a contr:uy intent ckurl•· appears ")(c:mplwoos 

1n ongonal). There os no indtcallon in Section 364.025 that a dcfinouon other than lite one on Sccuon 

>f>4 02(2) should apply. Consequently. the Commouoon should resist all erfons 10 use a dclinotoon 

other th<ln the oooc prcscnbed in Sccuon 364.02(2). Flonda Statutes. 
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Issue 2: For purposes of dctcnnining lhe <»St of basic localtelocornmunications S<:l"'ttc 
:oppropnau. for cstablishong a pC1Tilancnt universal service mech:lnism, whut is the npproprinte proxy 
model to ,l,tcrrmnr the total forwnrd-looking coSl of providing basic local tclcconununications 
scrvocc pursu.~t 10 S~'Ction 364.025(4)(b). Florida S~tutcs? 

Posicion : ' ( •n.istcnt -.,lh ll'c Compan) 's posotoons on Issues 5~ and (o, the Company 
h:IS no posolloo on th < o<Sur 

Issue 3: For ~urposes of dctcnnining lhe coSl of buic loc:lltclecornmunicatoons SCI"' ICC 
appropriate for establishing a permanent unh•crsal ~ervice mechanism. should the total fol"''lml· 
looking coot of basic local telccommuniclllions service pu1'1uillll to Soction 364.025(4)(b). Flondu 
Statutes. be determined by a cost proxy model on a basis smaller than a wire center? If so. on what 
h:ISIS should II be UCtcnnincd? 

Poiltjon Consistcnt with the Company's poso11ons on Issues 5a :wl C.. the Company has 
no poSIIIOn on thiS ISSUe. 

we...~ ; For purposes of determining lhc cost of basic loe:lltclocomununocauons SCI"\'ICC 
.opproproJte for csuoblishing a pcnnancnt uni\'erul ~Cr.•oce mc.:hanism. for wch of the followon~; 
categories v.hJt onput \'11lucs to the cost proxy model identified on Issue 2 arc appropnaoe for each 
Florida LEC~' 

(a) Ocpre<oauon rates 

(b) Cost of money 

(c) T .o\ r •1cs 

( d l Suppon ong strucrures 

(c) Structure sharing facto11 

(I) Foil factors 

(g) Man~tol es 

(h) F1bcr cable costs 

(I) ('oppcr cGblc cosu 

(j) Drops 

(I) Out<adc piJnt mix 



(m)Digitalloop c;uner costs 

(n) icmunol cosu 

(n) Swwlung < n~t~ und aswciated variables 

trl Trnllic <htJ 

(q) S1gnahng S)<tcm r JSts 

(r) Tr.mspon S)Stem.:oSI.S and associated '~tiables 

(s) Expenses 

ttl 01hcr inputs 

Posh jon: • Consistent with the Company's positiorts on ls..<ues Sa .md <•. tim i~sue does 
oot npply tO the Cornp.my: therefore, the Company hns no posiuon 

I! sur \ llli For purposes of dctcrmininglhc cosl of billie lonllclccommumcauons scmcc 
.1ppropnate for cstabhslun~: a permonent universal Stt\ ICc mcchan1sm. for "h1ch Flonda local 
c\changc companies must the cost of basic localtclccommumcauons scn1cc be dctcmuned us.ng the 
cost pro~y modcl1dcnlllied 111 Issue 2? 

PosjJion: • LEC• wrth more than 100,000 ILCCCSS hncs. 

Discu-.jou: Sccuon I of Chapter 98·277, Lnwl of Florida. amended S<'Crion 36-:.025. 

I lomla Sraturcs, to include new subsection 364.025(4)(1-), (c) and (d) SuhsccuoM (h) and (c) of 

S<..:llon 3(>.1.0~5(4). Slllrc· 

(b) To ass1st the Lcgrslature m cslllblish1ng a permanent 
um,ersal serv1ce moch:uusm. the commiSSIOn, by Febru3t)' IS. 1999, 
shall dctcnnmc and rcpon to the Prcsrdent of the Senate and rhc 
Speaker of the House of Representatives the toral forward-loo~ing cosr. 
b=d upon the most recent commerc1ally available u:chnolol!)' and 
equ1pmcnt and gcnernlly accepted design w1d ploccmcnt pnnc•plc~. of 
provil.hng b:uic local telccommunicutiOn\ service on a bas1s no greater 
lhnn n "rrc rcntCT b:ISis using a cost proxy model to be :!<'lcctcd by rhc 
comm1ssion aftCf' notice and opponun11y (or hean ng. 

(c) In determining the cost of pro,idmg b:ISIC loc~l 
tclrcommumcallons service for mull local exchange 
rclccommun•cations companies., which ""e less th:m 100.000 access 
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Iones, the commos,.oon shAll not be rcquored to usc the cost proxy model 
.dccted pursuam to p:m~gnph (b) until a mechanism is irnplconcntc,l 
h_v the Federal Government for small companies, but no sooner than 
J:lhUllt)' I. 2001 The commission shall calculate a small local 
exeh ... ~gt telteOiill!IUnie2tionJ company's cost of pro,dmg b~Uoc local 
tciC'Com'lunk .. ·ir•ns services b.ucd on one of tbe following optnlns 

A different proxy model: or 

2. A fully distributed allocation or embedded costs, 
odmtifymg high-costarus within the local c~changc :orca the company 
scr.cs and includ ong all embedded invcsuncnta liJ1d cxpcnsu mcurred 
by the company in the provisoon ofunovcrsal anvicc. Such calculations 
m>) be m>de using fully distributed cosu corosostcnt WJth J7 C.F.R ss. 
31. 36. 3Jld IH. The gcogr>phic basis for the calculations sh•ll be no 
Sm>llcr than a census block group. 

Under the plain language of this statute. the Conmussonn os only rC(JUnctl to usc .l pro>)' 

mudd for lool c>change compames with over 100,000 :access lines, i.e .• tl\c IJrgc l.ECs The 

rc;lSOns the l'onmnssoon should not usc a proxy model110d should usc on embedded cost model for 

the small I EC~ arc e\plamed under Issue 6(a), below 

h !Ur 5(W; For each of the l.ECs identified in (u) wh3! cost results from using the input 
values idcnuficd on Issue 5 in the cost proxy model ideoulled in Issue 2? 

l'odtlon: • Consistent wuh the Comp:my·s positions on Issues 5a :and 6. tins issue docs 
not apply to the ( 'omp31ly; therefore. the Company has no poslloon 

h sur 61a): For ruJPOSCS or detennining the cost ofbasoc loc..l tdccommunoc3110ns $ct\'tCc 
.opproproarc for t:~t.oblishing • permanent universal service mcchMism, should the cost of basoc local 
tclccornnounocu11ons service for each of the l.ECs thot served fewer th110 I 00,000 access Iones be 
computed using the cost proxy modclodcntified on Issue 2 \\llh the onput \'alucs idcnufoctlon Issue 4'! 

Posj!joo: • No Small LECs like the Company should be olio"' cd to us.: M embedded 
COSt mcthodOIO);) 

Phcuu Jon: For the followm11 legal and factual rusons. the Cornmossion should not 

dctcm1inc the cost of basic locnl tclccommunicntions service for the smal l LECs u5ong cllhcr of the 

prO\) modeb presented on thos proc~cdmg . 

6 



Lee• I Ra soos 

As noted under l.ssue 5{a), Section 364.025(4), Florida Statutes, contains speci fic language 

add=•in~; L'lc dctenniruttion of the cost of lnsic IOCl\1 tclccommunic.11ions servtce for small LECs 

That langu.~ge is 

(c) In dctcnnmmg the cost of pmvidmg baste locnl 
tcl.~ommunie<Uions service for small locnl cxc hnn£~ 
tclccommunie<~tions companies. which serve less than 100.000 access 
lines. the commission shall not be required to usc the cost proxy 111ode! 
selected pwsunnt to p3111gnrph (b) unlll a mcchani5TII is implemented 
by tho Fedora! Government for small compantcs. but no soonct than 
J1111wuy I, 2001. The romm·~ion lh•ll calcu13tc a &mall local 
cxchnnse telcoommunic:atJons company's cost of pro,•iding lnstc local 
telecommunications services based on one of the following opuons: 

1. A different proxy model; or 

2. A fully distributed allocation of embedded com. 
identif}ing high-cost :~~eu withm the local C\Changc arca the rompan) 
smcs and including all embedded tn,eslmcnts and expenses mcurred 
by lhc compnny in the provision ofuni,·ersal scrvtce. Such enlculattons 
may be made UJing fully distribuled c~SIS COilSISICnl wtth 47 C.F .R. 5< 
3 2, 36, and 64. The geographic basis for 1hc calculauons shall be no 
smallor 1han a census block group. 

flJ SuL ~ 36-1.025(4Xc). 

The "onls tn this subsc:ellon clear!) e~press 1hc tntcnl of the Flonda lcgoslaturc that sntJII 

LECs be allowed 10 use nn embedded cost methodology in 1his proccedm~; As cxplamed h) 

Mr. Curry, cacto of lhc small LECs, including the Comp>ny. hn~c po~parod :oml >uhmouc.l an 

embedded, fully dostnbuled cost study usong the prinetples on lTC sccuon 47 C I R , Sccloons 32. Jt.. 

64 and 65 1Tr.2980] Section 364.02S(~)(c)2, Florid~ S!31Uics. clearly conlemplntes the usc of rhos 

type of model In lhi s proceeding. Because the stalulc ullows lhc use of embedded cost s tudtes roo 
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>n.llll FC"s .,.,~ the small LECs have submiued embedded cost studies. the Commiuton should usc 

lh~m 10 dct~rutu•oc thr cost oftoasic locnllelccommumClllionJ service:. 

Doong so < conso<tcnt "ith the appro3Ch currrntly beonll used by the FCC 1\s noted by Mr 

CulT) on hos tesumon.', ..00 ..s sbown tn the FCC's Univ<'t'S.ll Smicc Order. the FCC has ruled that 

the avaibhlc proxy models arc not appropnatc for usc by small rurnl local exchant~c c:trricro at thts 

time. [Tr.2980D Stt Rcpon and Order, In the Mouer p( Frds:mi·SI!!Ic lotnt Ooatd on \Jnjmsnl 

Scmcc, CC Docket o. 96-45) (May 8, 1997), 12 F.C.C.R 8776 291. Scs: also u1 at 294 ("We 

·•dopt the Jouu Bo:lfd's recommendation to allow runol camm to continue 111 r<'CCI\ c sttJipon hurd 

on embedded co1ts Cor a t leas! lhrtc ycars.'')(cmphasis added). Section )64.025(4)(c), Florodu 

St3tutc:s. "os ac.lopted after the FCC's Umversal Scrvtec Order was issued and rttognilcs "hat Otc 

~CC h3d alrc.tdy dctcrmoned about !he avoilable proxy models, i.e •• thC) should .oot be apphcd to 

sm:.ll LECs at thos urns:. 

lmponantl)', there is not a sinlllc pnny in this case that filed tcStomony or tuok the posouon 

that rothcr or the t\\O proxy models should be upphcd to the small LECs ot tlus tnne. In th~ 

Prchr.mng Order, AT&T and MCI clc3tly st!llc lheor poSitiOn that the small LI!Cs should not be 

requorcd to us~ 1hc proxy models at thos time. Set Order No 98-1303-PHO-TI' a1 J~ and 35. In hos 

tcstomony. A'l & ·I 's wuncss. Rochard Gucpe, highlighted the FCC's dctermon3110n that small LEC's 

not be rcqutrcd 10 usc: 01c available proxy modeb und agreed that 11 might not br 3flfl"'Jin3tc for the 

sm3lii.F(':.to UK the proxy models [Tr 689,1ns 18·2~). The ~CCA. FCTA. c '""" Tome Wamcr, 

\Vorldcom, OPC and thc AG dod not file testimony or t.U.e a posotoon on the l'rchcanng Order on tin• 

ossuc. In the .1hscncc or nny record evidaocc promoung lhc use or the proxy models by the small 
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LECs, the Commission is legally foreclosed from applying the proxy models 10 the small LECs at 

th1s ume. 

Eat!ual Rcugns 

EH'Il if 'he Corn nission is not obligated to usc the embedded cost appro~~eh advocnt•'\1 by the 

SJnall LECs. the nxorrt in this proceeding suppons the FCC's conclus1on thnl lite 3''Wiabk pro~) 

models do not work well m the rum! areas served by the small LEC's in Florida Thi. point \\ liS made 

m the r•-cor.! so ma11y umes, it would be 1mposs1ble to list them all 

For example, during Mr. Curry's deposition, he generally explained thai l.hc available proxy 

model~ luvc rc:ll problems recreating the net.,.,ork m a way that locates the actual locations of the 

customers m run! areas. (Ex. 97, Tr. Page 8) Mr Wood, "'ho w:tS promoung the lint field model. 

proVId<-d great dcta1l about the customer lOCllllon problem in ruml atc3S. lie c\plamed that li nt field 

attempts 111 prcprocC$$1ng to locate customers using gcoc.oding :md that only 700 • of the rcsJJcnces 111 

Flondn can be gcocodcd. (Tr. 547) He ulso explained thnt llatfield docs not locale customers 111 

rural area.~ w:,o do not have a street address. because they cannot grocodc 111 nu:1l arc:tS \\here rural 

route aod post office boxes are used 111 lieu of a sttc:d address (I r S.l'J) On cross-cxnnunauon. he 

conceded that the gcocoding success rote 111 rural areas hke Boca Gronde, Lee (scrvcil by ALL TEL). 

~mll'•nacca "us 1ero [Tr. 828 831) Dr. Duffy·Deno, "'ho tcst11icd for BciiSouth. o1nalpcd the 

lf.ufietd model ;md found thai the "rale of succnsful gcocodm!' is eMrt"llld) low m the rur.ll, low 

dcnsll) nr= of Flonda" (Tr. 927). :md pn:scnted an exhibit sho" in~: the ewcrndy h>" succcu F•tcs 

m rur01l Drc:O\S hl.c 01xic and Levy Counties. "hieh arc m ALI.TEL's tcmtory llr '12•1. t x .17) 

Or. Stnlltr testifi ed tluu Hatfleld docs not buill! to actual customer locauon (Tr 1487) 

? 



Tho record 1< 3lso clear th•tthc proxy models gc:nCTllll)' rocsull in COSt csumntcs that arc h•ghcr 

th:UI 1hc rc".ll' cumpu1ctl hy the ~mall LUCs using their cmbcducd co.t lll<' lhrHinlut;)' S.t:l: E:. . •n. 
Tr 13. anti 1.1' DL"JIO Fx. I: anJ Tr. 3000-3002. Consequently. the embedded cost methodology 

used by the sm~III.Lrs can be considered consavati'"C n:lah\e to the proxy models. 

C'oac!us(Wj 

The cmoeddcd cos1 mv<lc:ls presented by the smnll LECs arc bosed on actual data and rcsull in 

conscn·•uvc cos1 cshm3tes. The record in this proeec:dmg supports the FCC's conclusion th:al the 

a'arl3hlc I'"") models should not be applied to small, rural LEC' 31 th1s tunc Scxtron 

)(1-l.O~S(~)(c). Florida Statutes. reOects the wisdom of the I'CC in thiS area 1111d supports the 

~onclusion thJt small LECs should br allowed to use an embedded cost methodology. For these 

re:lSOnS. the C"llmmrssion should detcrrnrne the cost of b.ure local SCf\icc for the small LECs usmg 

1hc embedded cosl melhodology proposed by the small LECs m lhelcStimon) ofDcnnrs Curry 

Issue O!b): If yes, fur cuch of the I.ECs that SCI\e fewer than It)(),()()() nccc.s hncs. whal 
CO>I rcsulls front usrng rhe inp1.11 values identified in Issue 4 in the cos1 proxy model rdentificd 111 
Issue 2? 

Posit jon: • Not llpp I ruble. Sec issue 6(a), ;b.,, c 

h •u• 61<1: If not. for each of the Florida LECs thai •CI\e fC\\er than 100.000 :recess h en•. 
"h3t approach should be employed 10 determine the cos1 of bMrc locnl relccommunocatrons SCf\ rcc 
..rnd whnt is the rcsuhing coM? 

f oshlon: • Sorull LECs like the Company should be allo"ed ro usc the cmbedd<-d cost 
methodology 1.h:scnbed on rhe tcsllmony o f lknnrs Cuny Under thrs apprmrch, rhe Conrp....,y's 
rc' 1~ cos1 per access line isS uS .6S. 

Dhc:uulon: As discussed under Issue 6(a), above, the small LCCs should be allowed 10 usc 

che embedded cost methodology •explruncd by Mr. Curry in Ius drrccrrc5timony. 1 hal mcrhodoloi!Y and 

the rnputs used on the model for the Company are t'Xj!brncd here The Complllly notes IN! the record 

10 



J'"'"' tl<lt c.mtam any testimony from wty patty challenging the 5mall LEC t:mbcddo:d cost model. 

til.cwise. !her~ is no testimony un the record proposing a:ty :>djustmcnlS to any of the tnputs uS<.-d in the 

model by the sm:tll LEt •. Titis is in stark contl'll$1to the Slate of the record as 11 relates to the t\\O proxy 

mndcls :utd the inputs used ther~in. 

Methodology 

Grnrrn!. As explainal by Mr. CWl)', the t:mbcdded cost model used by the sm:UI comp.anics 

n.-.~ignc:\1 nil emhcdded non-traffic sensitive plant investments a.nd their ousociated costs alon~: with 

the local ponion of the embedded traffic sensitive plant investments and thm associated costs to the 

cost of basic local telecommunications service. [Tr. 2979] All non-plant relate<! expenses currc:ntly 

Jllocmcd to local scrvtcc through the scpJrntions process were also asstgncd to the cost of basic loc~l 

tcleeommumcations service. [I d.] This is consistent with the approach usal in the two proxy models 

presented in this procco:ding. (Tr. 2?97·2998) 

Pcd od And Retu rn. /'\II or the sntall LECs used 1997 coSIS and an 11.25% return on 

in\'estmcnt for their embedded studies. [Tr.2980] While tlte FCC has opened a docket to rcvic'' the 

rctum for rural LECs [Tr. 301 0}, it has taken no action to ctlher lower or mtse that return level atthts 

11me. None of the parties proposed an adjustment to the return ns u$cd by the snwll LECs 

NJS and !.pop P!apt. For pu1p0scs of !his docket, notn·traffic sensitive plant wa.~ assigned 

t oo·~ to the state jurisdiction ~l.,cnl sCI'\ icc bucket" in the cost study. (Tr. 2'.18t 1 TI1csc cost5 

included all loop related plant, line pon equipment, and COE transmisston cqutpmcnt utihtcd for 

provtdinglocal dial tone to customers. (ld.f Alluon·traffic sensitive locnl sw1tchmg equipment was 

1 dcnti lied and allocated in the sa:me mlllmer ns loop investment. 1 I d.) Loop investment wns asst gucu 

ttl the state JUrt!O(hCIIOil using n Gross Allocator Factor or 100"./o, rcsulltn!; Ill all loop rolntcd plnnt 

II 



hcmg alloc~•cd IO lhc local SCI'\ ICC bucket. ffr. 2981·2982) TillS \\3$ done In order IO CUJltUfC all 

loop com for tl.< purrase of!h s umvcrsal service S!udy utilinng P:u1 36 cosung me!hodolog•es (Tr. 

21181] None of the p'IIIICS c'tal en~:cd this Gppronch in thcirtes!lmuny. 

Local S»ltcbiol'. &.:h comp:my analyrc:d their con!lnuing propn1) records 10 dctcmunc the 

non·tr3ffic sensitive mvesunmtul hnc n:lalcd r.quipment, common cquipmcnl n11d power cqu1pmcn1. 

(Tr 298~ I rhc norHrnffic scns1tivc local swrtching invwrncm was lhcn subtrnclc:d fro111 I he 1o1al 

lo.:al s"nchmg mvcstrncmto detenmne lhe local S"ltchmr lrnffic sc:nsili'c m\CSintcnt (hl) Power 

.and common in,•cslmcnt was spread to traffic sensitive and non·trnffic scnsatrve swilclung hasc:d on 

the rel3ti\t 111\tstmclll in each (hi.) A "local dral office factor" ":IS !hen de> eloped by mulllplymg 

the percent of non·lrilffic scnsati•c local switching investmenltlmts 100" • and addrng the product of 

the pcrcenl traffic scn~IIIVC rnveslmcllllimes the "local" unweightc:d dial cquapment minutes "OEM" 

FJCiur (ld) The drat office factor v.a.s then subs!ltUicd for !he OEM Faclor m the uni\trs31 Srl\ltt 

cost ~tudy. (ld.) None of!l1c pnn1es challenged 1his approach in their tcstnuony. 

Other Non-Pan 36 AdjuumtoJs. The small LEC methodology ulso mcludcd three olher 

ll<ncr.~l mod>litallons to a pure Pan 36 appro3ch First. for those compamc~ that could n<>t scp:tratt 

loc:1l private hnc cosiS rrnm swrlched !><:rvitc: costs, the small LI!C approach moved localpriva1c line 

IO<Jp counts, loc.al ponte hnc lcrmination counts. local pmDie hnc c•rcu1t m1lc count~. locJI pO\Jie 

hnc exchange trunl. carcuit cqUiponenl in\'CS!menl and IOC<II pnvntc line c.\ch.on~:c tnm• cnhlc and 

""" m•c>tmcnt tu the mterstate JUrisdiction for the study (Tr. 2983) Mo,mg the1t CO$l~ lo 

mtcl\t~te pun riled.\ \\JY for the small LEC to rdenufy !hc1r embedded unl\er>al scniec co~ts, v.hich 

\\Oultl exclude l'n' 'utc line eosls from the embedded costs as requested by th e ComnmMon Starr 

1111 I 
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s ,•rond. lltc small LEC' methodology 3dJUSted the Plllt )b stud) to ••elude costs for local 

prH'atc hnc htl hn~; unJ collection functions from the embedded unovcrsnl service costs [ld.) 'I his 

"as done by rca.s>ir.mng local pri,'lltc line allocation factor'$ to the interstate Jurisdocuon [ ld ) Factor 

ciUn);CS included con:aets, 1-.llmg. and user allocations. (!d.) These localpm Jtc hnc factors "ere 

nssigned to the tnterstatc junadiction in 1'411 36to ensure that local pnvatc fmc holhnt; and collccuon 

costs were cxclu<Jcd from the embedded cosiS of univ~l ser"ice 11.5 rrquested by tins C'<>rlllnisMOn 

l'lr 21JSJ-!'IS~ I 

Thnd. ~11 expenses. tn\cstmmts and resencs assocoated \\ oth pay telephones \\Crc rcmo•ed 

!'rum the >tudy [Tr 29841 

None of the p:.nocs challenged these adjustments on thcor tcsumony. 

For purposes of Lhrs proceedong. Vtsta retained JSI to prepare an embedded cost SloU] u. ong 

the mcthodolo~;y described nbo,·e. (Tr. 446]. Mr Weaver testified about the calcu t:uions he 

pcrfonncd uson~; the inputs he rcccovcd from Vista. and Mr. ltu!!rnho\\er testified about those onputs 

The infomtatoon and data provided by Vtstato JSI for use on the study w:u 1'1?7 hostoncal accounung 

onfonnauon contaoned in the "regulated" accounting books and records of the Company. (Tr. ~~I) 

1 he undcrlymg accoumong information provided to JSI wns prepared in a mannrr consistont woth I he 

f((kTJI Commumca:10n Comn11SS10n (FCC) rrquircmems outhned '" the Code of Federal 

Rcgulauons ((TR). Parts 32 and 6-l (Tr. 442) Thus, V11ta's tnpulS excluded the clfc:cl of acuvot1cs 

thatlu'e hccn lruduionally c.ons1dercd non-regulated by the FCC and the FPSC.' l!ld) 

For in\ cstrncnt related inpuiS, auch as outside plan I und central office, V1 >1.1 provodcd JSI "olh 

avcraye-of-a\Cru1:e b•l•nces fo: 19?7. [Tr. 441) For expenses and tucs. Vosta gave JSI "regulated" 
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c•pcnsc< mcurrc:d dunng the 12 month~ in 1997. (ld.] The infonnation gtvcn to JSI for = 
prcpann11 the cost >tudy wns the same infonnation used in Vista's r .u1 36 cost study submitted to 

XECA for 19'>7 (ld : Thi< inlonn•tion included all pa)'$1atton-n:lated costs. because these costs 

\\ere mcluded tn the 199i study ru~mllled to NECA (Tr. 4~1] However, as of 1\pril IS. 1997, 

paystallon com "ere classtfi•<l '!> non-regulated or de-regulated, so JSI excluded p•ystntton· rclated 

costs and '"''cstmcnts from the embedded cost study pcrfonned by JSI. (ld.) 

In hts dtrcct testimony. Mr. Huttenhowcr indicated that the dcprcctallon rates used to compute 

the <leprctt311ol'l npcnse and rCSCf\e balances in lhe cost stud)• were lhe deprcctallon rates last 

approved by the FI'SC and used when Vista last filed • survetllance repon wuh the FPSC. [Tr. 44 2) 

llowe,er. ilunnt: the dtscovcry process. Vtsta discovered that it had created cenam ne" investment 

•ccoums. (E,.2S. Tr 8] In some eUC$ Vtsta applied FPSC approved dcptectahon r.ues nnd m some 

cases it de\ eloped nC\\ rates: ho"e\c:t, 10 both cases the rates used were re;uonablc. (ld) Mr 

Huncnho"er'5 l, atc- filod Deposition E•hibit No. I (pa.n of Ex . 25)1ists the accounts and rnt<'S used 

by Vt$t:L ·me '"' ~stment associated with new accounts that has been deprecmtcd """ 3 r:ttc other 

than an FPSC appro'ed rate is only W8,261.13 (ld. ). so e\en tfthe Commtsston dtsal>fccs "'th the 

rates used by Vtsta. the dtfTerencc m the amount of deprcctotton expense " ould not be mat<'rial 

Based on the methodology rmd inputs expl.tincd abo''"· Vtsta's cost of pro' idmg bJ.Str local 

telccommum: • u ons scrvica as origmally filed was SII ,73S,943 annually, or S6S bS per access ltnc 

per month (Tr 44?) Ho,.c:ver, during hts deposttion, 1t came to the auenuon of Mr. Wc:J.vcr that 

the cost ~tudy us onginally prepared had mad,encntly omitted workmg cap1tnl. [Ex 26) 

\lr \\'ca\cr submmed a Late-Filed Oepostuon Exhibit to correct the omtsston (ld .. I.F Deposllton 
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hlu~ll No. 2 J Based on the rc••ised study. which is included in the record ns pan of Exhtbit No. 26, 

r'lc total embedded cost of univcrsnl service was calculated to be S 11.893,630 :md the nvcragc cost 

per line per lll'ltllh is $66.54. [lEx. 26. LF Deposition Ex. 2, lines Jl and 33) None of the parties 

filed testimony proposmg any changes to the small LEC methodology or any of the inputs used hy 

the Company. Accordingly. the FPSC should find that S66.54 per line is the cost of basic locnl 

telecommunications scr.· .. ·c fGr the Company. 

RCl>l>CCiiully submttted thts lnd day ofNo•·cmba, 1998. 
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Wilham P. Cox • 
Dh•ision of Lei~ Ser ices 
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2540 Shumlllll Oak Ulvd. 
Tull:thasscc. FL 32399·0850 

Edwnrd Paschall 
AARJ> 
l923 Atapha Ncne 
Tallahassee, FL 3230 I 

Hoben Beatty/Nancy White 
clo NWlcy H. Sirns 
BeiiSouth Tclcconununications 
150 S. !\lonroc St" Su1tc 400 
Tnllnhass«, FL 32301 

David B. Erwin 
127 Rivcrsink Road 
Crawfordville. FL 32327 

Bmjnmin Ochshom 
Florida Lcgul St:1>ices. Inc. 
2121 Delta Bl,•d. 
Tullahassee. FL 32303 

Susan Langston 
FTIA 
1'. 0. Box I 776 
Tullahassee, FL 32302 

GTC, Inc. 
o:fo St. Joe Conununications 
I' 0. Box 220 
Pon St. JO<:. Fl. 32456 

Joseph McGlotlhlin 
Me Whiner Law Fim1 
117 S. Gadsdm Street 
Tnllnhasscc, FL JlJUI 

T=y Hatch 
AT&T 
101 N. Monroe St., Suite 700 
Tallahassee. FL 32JOI 

Everett Boyd 
Er\'ill Lnw Finn 
P. 0 . Drawer 1170 
Tallahassee, FL 32302 

uurn Gallagher 
FCTA 
310 N. Monroe Street 
Tallah=. FL 32301 

Angela Green 
FPTA 
I 25 S. G•dsdcn St., #200 
Tllilnh:ISSCc, FL 32301 

Kelly Goodniglll 
Frontior Communications 
ISO S. Clinton A venue 
Rochester. NY 1464(, 

K unberly Caswell 
GTE Florida 
P.O. BoxiOO.FLTC0007 
Tampa. FL 33601 
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l'.:•ncaa Greene 
Hofl,md U.w Fimt 
31 5 ~ Calhoun St . Suite 600 
Tnll:lim.<s\.-c. rt. 3230 I 

o .. ~d Dana.-! 
House DcmG<"r:l!ie r Oice 
316. The Cnpit<>l 
401 S. l>lonroc St. 
T~llah.=ec. FL 32399-1300 

Ste' en Brown 
lntcnnedia Commumcations 
3625 Queen Pnlm Drive 
Tamr>:~ FL 33619 

TI10anas K. Bond 
l\ICI T dccommunlcutions Corp. 
78() Johnson Fcnry Road 
Suite 7(1() 
Atl:uata. GA 30342 

Of1ice of Public Counsel 
cl o The Florida Legislature 
Ill W. Madison St., #812 
Tnll~~ce. FL 32399-1400 

!•ctcr Ill . Dunbnr 
Oarbarn !). Auger 
Pt1utington Law Fim1 
I' 0. !lox 10095 
Tullahassee. FL 32301 

John Guthnc!Susan Mastenon 
Senate Commmce on Reg. Ind. 
418 Senate Of1icc Building 
rallnhassce, I'L 32399 

Richard L. Spears 
Community Asscc. lnslitutc 
9132 Ridge Pine Tmi l 
Orlando, FL 32819 

Richard Melson 
Hoppin11 Law Firm 
P. O. llox 6526 
Tallahassee. FL 32314 

Charlie Murphylllootcr Imhof 
House Committee on Utilities 

nnd Communications 
428 House Of1icc Uualdang 
Tallahnsscc. Fl. 32399-1300 

Jim McGiM 
ITS Telecommunications 
P. 0 . Box 277 
Indiantown. FL 34956 

Floyd Self 
Messer U.w Fim1 
P. 0 . Box 1876 
Tallahassee. FL 32302 

Michael Gross 
OOae<: of Attorney Gcneml 
Depanmcnt ofleg;tl Affa.rs 
The Capitol, PL.() I 
Tallahassee. FL 32399-1050 

Carolyn Marek 
Tame Wnmcr Communications 
I'. 0. Box 21071)(, 
Nas,ovtllc. TN 3722 1 

JulieS. Myers 
Smith, Orynn & Myers 
)II E. P;u-k A \CIJUe 

T allllhG.5SC:c. I' L 32 3 0 I 

Thomns M. McCabe 
TDS Telecom!Quiney Tele-phone 
P. 0 . Box 189 
Quincy. FL 32353 
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1\lich.cl fwnmcy 
8'103 Crawfordville Roall 
TnllahllS>c~c. Fl J23 1 0 

ilrian Sui mont 11i 
WorldCom T ochnolO!,ICS 
I 515 S. Fcdernl Hwy .. Suite 400 
Bocn Raaon. FL 33432 

ll1ll Huncnhow•·r 
Visaa-Unitcd Telecommunications 
r . (). l)ox 10180 
Lake llucna Vista, FL 32830 

John P. Fons 
Ausley & McMullen 
P. O. Oox 391 
T ~llaha.'i/icc, FL J 2302 

Patrick WigginsfOolum CanLano 
Wi!!gmS Law Fmn 
1'. 0 . Drnwcr 1657 
Tallahassee, FL 32302 

Harriet Eudy 
ALL TEL Florida, Inc. 
P. 0. Box SSO 
Live Oak, FL 32060 

Chrulcs Rchwmkd 
Sprint-Fioridn, Inc. 
P. 0. Box 221-l
inllnl\.15Scc, FL 3231 (, 
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