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DIRECT TESTIMONY OF MR. JEFF JUNG C’r"ﬁx =
ON BEHALF OF TDS TELECOM/QUINCY TELEPHONE »":q; 1
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION ~
DOCKET NO, 980696-TP

AUGUST 3, 1998

INTRODUCTION
Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
A My name is Jeffrey L Jung My business address is 301 Westfield Road, Madison,
Wl
Q BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
A I am employed with TDS TELECOM, the Parent Company of TDS
Telecom/Quincy Telephone, as a Cost Analysis Manager. 1 am responsible for
overseeing the preparation of all company cost studies and for ensunng comphance
with Federal Communications Commission (FCC) and State Rules and
Regulations
Q. PLEASE PROVIDE A DESCRIPTION OF YOUR EDUCATIONAL AND
EMPLOYMENT HISTORY.
A I received a B.S. Degree in Accounting from Lakeland College | have attended
DOCUMENT NUMurn-DATE
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numerous industry and financial courses over the course of my career

| began my career in the telecommunications industry with Universal Telephone
Company in 1979. My primary responsibility was 1o assemble cost separations
studies During liw: early 1980's | was given additional responsibility in
compiling Traffic Studies used in cost studies as well as engincenng and PSC
reports, and was instrumental in deploying Universal's 1" CABS Billing system in
1984 1 joined the TDS TELECOM team as a cosi consultant for their consulting

arm in 1986,

I have held various positions in TDS TELECOM Government and Regulatory
Affairs Depariment ranging from compiling cost study information to managing a
team of cost analysts | have also assisted the Company's Regulatory Managers 'n
issues relating 10 cost shifts due to rule changes, EAS proceedings as well as
access issues in the states we serve | have also had expenence in managing TD5

TELECOM's Access Billing System during my career st TDS TELECOM
WHAT IS THE FURPOSE OF YOUR TESTIMONY ?

The purpose of my testimony is to provide TDS TELECOM's position on 1ssues
1, 5(a), 6(a) and 6{c). Additionally, | will attest to the validity of the cost

information provided in TDS Telecom/Quincy Telephone’s embedded study

WHAT IS THE DEFINITION OF THE BASIC LOCAL
TELECOMMUNICATIONS SERVICE REFERRED TO IN SECTION

364.025(4)(b)? (Issue 1)

L)
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A Basic local telecommunications service 1s defined in Flonida Statute I64 02 (2)

“Basic local ldcﬁémmmnmm service” means voice-grade, flat-rate ressdenual, and
flat-rate single-line business local exchange services which provide dial 1one, local
usage necessary to place unlimited calls within a local exchange area, dual tone
mulitifrequency dialing, and access to the following emergency senvices such as
“911." all locally available interexchange companies, directory assistance, operator
services, relay services, and an alphabeucal directory hsting  For a local exchange
telecommunications company, such term shall include any extended area serace
routes, and extended calling service in existence or ordered by the commussion on of

before July 1, 1995

FOR THE PURPOSES OF DETERMINING THE COST OF BASIC LOCAL
TELECOMMUNICATIONS SERVICE APPROPRIATE FOR ESTABLISHING A
PERMANENT UNIVERSAL SERVICE MECHANISM, FOR WHICH FLORIDA
LOCAL EXCHANGE COMPANIES MUST THE COST OF BASIC LOCAL
TELECOMMUNICATIONS SERVICE BE DETERMINED USING THE COST
PROXY MODEL IDENTIFIED AS ISSUE 27 (ISSUE Sta))

The use of the cost proxy model identified in Issue 2 should be hmuted 1o the large
LECs, BellSouth, GTE, and Spnnt

DOES SECTION 364,025, FLORIDA STATUTES, REQUIRE THE

COMMISSION TO USE THE SAME PROXY MODEL FOR BOTH LARGE

Docket YRUGH) 1




AND SMALL LECs?

A No Section 364.025(c), clearly states that

“In dﬂermm; the cost of providing basic local telecommunications service
for small local exchange telecommunicanons companies, which serve less than
100,000 access lines, the commussion shall not be required to use the cost
proxy model selected pursuant 10 paragraph (b) untl a mechanism s
implemented by the Federal Govemnment for small companies. but no sooner
than January 1, 2001 The comnussion shall calculate a small local exchange
telecommunications company's cost of providing basic local

telecommunications services based on one of the following options

1. A differemt proxy model, or

(8]

A fully distributed allocation of embedded costs,

Q IS THE FLORIDA STATUTE CONSISTENT WITH THE ACTION

TAKEN BY THE FCC FOR DETERMINING THE LEVEL OF

UNIVERSAL SERVICE SUPPORT FOR RURAL OR SMALL LECs?

A Yes Inthe FCC's Report and Osder in Docket No 96-45, issued May B, 1997,
the FCC stated that rural carriers will begin receiving supp-:-rft based on proxy
maodels only when the FCC has sufficiently validated that proxy models for rural
carriers produce results that are sufficient and predictable, but no earlier than

January 1, 2001 Further, the FCC adopted the Joint Board's recommendation to

establish a task force to specifically study the development and impact of support

Drocket 9806496 4
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mechanisms incorporating forward-looking econonmic principles for rural carners

WHAT IS THE STATUS OF THE FEDERAL RURAL TASK FORCE?

On July 1, 1998, ‘the FCC 1ssued its Public Notice announcing the seventeen
members assigned 1o the Rural Task Force  The seventeen-member task force 1s
responsible for studying the establishment of a forward-looking economic cost
mechanism for rural telephone carriers The pnmary purpose of the task force 1s
to consider whether a forward-looking economic cost mechanism for rural carners
should have a platform design feature or input values that are different from those
that are appropriate for non-rural carriers  The task force will also consider the
appropriate timing of the transition to the forward-looking mechanism  The task
force will present its recommendations to the Joint Board within nine months after
the date on which the FCC implements a forward-looking mechanism for non-rural

carriers
IS TDS TELECOM/QUINCY CLASSIFIED AS RURAL CARRIER?

Yes In fact all the small LEC's operating n Flonda are classified as rural carners

under the definition of the Telecommumications Act of 1996

FOR PURPOSES OF DETERMINING THE COST OF BASIC LOCAL
TELECOMMUNICATIONS SERVICE APPROPRIATE FOR
ESTABLISHING A PERMANENT UNIVERSAL SERVICE MECHANISM,
SHOULD THE COST OF BASIC LOCAL TELECOMMUNICATIONS

SERVICE FOR EACH OF THE LECs THAT SERVE FEWER THAN

Docket YHUGIH 4
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100,000 ACCESS LINES BE COMPUTED USING THE COST PROXY
MODEL IDENTIFIED IN ISSUE 2 WITH THE INPUT VALUES

IDENTIFIED IN ISSUE 4? (ISSUES 6(a) and 6(c))

No. The cost of basic local telecommunications service for each LEC that seérves
fewer than 100,000 access lines should be determined based on the embedded cost

model presented in the testimony of Mr. Dennis Curry

HAS TDS TELECOM/QUINCY TELEPHONE PREPARED AN

EMBEDDED COST STUDY FOR THIS PROCEEDING?

Yes
PLEASE DESCRIBE THE DATA USED IN YOUR EMBEDDED COST

STUDY.

For our cost study, | utilized the financial information based on the 1997 costs we
incurred in the regulated operations of TDS Telecom/Quincy Telephone For
Investment related accounts | used a December 31, 1996 and December 31, 1997
Average Balance. For expenses and taxes | utilized the calendar year regulated
expenses incurred during 1997, The data used in the study 15 very consistent with
e approach that is utilized for Rate of Return companies with this commission in

loc. rate cases as well as the FCC in determining our Interstate Access Rates

ARE THE RATE BASE ITEMS AND EXPENSE DATA UTILIZED I

YOUR COSTS IN THE EMBEDDED STUDY THE SAME THAT YOU

Docket YRMDG [
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UTILIZED IN DETERMINING YOUR COMPANY'S ACCESS COSTS

FOR INTERSTATE SERVICES YOU PROVIDE?

No. Inour :mbeddnd cost study for this proceeding, | made an adjustment to
exclude all paystation related costs from this study, since these costs were included
in the 1997 study submitted to the National Exchange Carnier Association
(NECA). After April 15, 1997 these costs would now be considered as non-
regulated activity consistent with the rules adopted in the FCC paystation order
This is consistent with the earnings surveillance reports we have provided to the

commission during 1997

WHAT DEPRECIATION RATES WERE USED IN THE EMBEDDED

MODEL?

The model utilizes the latest depreciation rates which were approved by the

Commission in July of 1996.

HAVE YOU MADE ADJUSTMENTS TO YOUR STUDY FOR NON-
REGULATED OR DEREGULATED SERVICE YOU PROVIDE TO YOUR

CUSTOMERS? ‘

Yes | have. Our company utilizes accounting principles under the FCC sections
CFR Part 32, and have accounted for non-regulated activities through the use of
our Part 64 manual which removes non-regulated activity from the embedded

study

Docket 980696 7
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DID YOU MODIFY YOUR STUDY TO COMPLY WITH THE SMALL
LEC COMPANY METHODOLOGY IN ITS EMBEDDED COST STUDY

APPROACH AS MR. CURRY TESTIFIED?

Yes

WHAT ARE YOUR EMBEDDED COSTS AT QUINCY BASED ON YOUR

EMBEDDED COSTS METHODOLOGY THAT YOU HAVE UTILIZED?

Our annual embedded costs at TDS Telecom/Quincy Telephone are §6,975,500 or
$44 39 per Access Line per month. | have attached Exhibits 1 and 2 which

summarize and detail the embedded costs of TDS Telecom/Quincy Telephone

HOW DID YOU ARRIVE AT YOUR ACCESS LINE COUNTS?

In order to determine the average number of lines, 1 utilized the loop count
information that was provided to NECA in its annual Universal Service Fund
(USF) for its 1997 and 1998 filings The loops utilized are Category | 3 Loops
and can be found on line 70 of the annual USF submission to NECA  The industry
provides this information to NECA each July | believe that this is a reasonable

and consistent approach in determining the company's cost on an access hine basis

DOES THIS COMPLETE YOUR TESTIMONY AT THIS TIME?

Docket 980696 ]
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A Yes it does
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