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August 3, 1958
BY HAND DELIVERY

Ms. Blanca S. Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Docket No. 9B0696-TP
Dear Ms. Bayo:

Enclosed for filing in the above docket are the original and
fifteen (15) copies of ALLTEL Florida, Inc.'s Direct Testimony
and Exhibit of Dennis Curry.

Please ackncwledge receipt and filing of the above by
scamping the duplicate copy of this letter and returning the same
to this writer.

Thank you for your assistance in this matter.

HECE h’"f"D &FILED Sincerely,

v' —
f';;;;'c_. JF .ﬂf_hacmnns

J. ry Wahlen
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ALLTEL FLORIDA, IKC.
DOCKET NO. 9FQ696-TP
FILED: 08/03/98
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DIRECT TESTIMONY
OF

DENNIS CURRY

Please state your name,.

My name is Dennis Curry

By whom are you employed and in what position?

I am employed by ALLTEL Communications Service Corporation

as Director of Regulatory Methods and Universal Service.

What is ynur business address?

My business address is One Allied Drive, Little Rock,

Arkansas 72202.

Please describe your education and work experience,.

I am a graduate of RCA Institutes in New York City with an
Associates Degree in Electrical Engineering. I have worked
or the last 32 years in the qglephnnu industry primarily in
the areas of jurisdictional separations, access charges and
DOCUMENT KUMBTR-DATE

08190 AUG-3@
FPSC-RECONDS/REPORTING
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universal service.

What is the purpcose of your testimony?

My testimony serves two purposes. The first purpose is to
explain the universal service embedded cost methodology used
by all of the small local exchange companies ("small LECs*®)
in this docket. These companies include ALLTEL Florida,
Inc. ("ALLTEL"), Vista-United Telecommunications, Northeast
Florida Telephone Company, Frontier Communicaticns of the
South, Inc., TDS Telecom/Quincy, GTC Inc., and ITS

Telecommunications Systems, Inc.

The seccond purpose of my testimony is to attest to the cost
information used as inputs in ALLTEL's embedded cost study,

and present the results of that study.

Have you prepared an exhibit to accompany this testimcny?

Yes. Exhibit _ (DC-1) is a composite exhibit containing
the embedded cost study and supporting documents prepared
for ALLTEL under my direction and supervision for this
proceeding. The information in that exhibit is true and

correct to the best of my information and pelief.
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Small Company Methodology

What was the basic premise for determining the cost of

universal service for the small LECs in this proceeding?

All embedded non-traffic sensitive plant investments and
their associated costs along with the local portion of the
embedded traffic sensitive plant investments and their
associated costs were assigned to universal service. All
non-plant related expenses currently allocated to local
service through the separations process were also assigned

to universal service,

wWhat methodology was used by the small LECs?

All of the small LECs used Part 36 jurisdicrional
separations procedures in developing the embedded costs for

each of the companies.

I1s the Part 36 methodology used by the small LECs consistent

with the new law as set out in HB 47857

While I am not a lawyer, I believe that HB 4785 has set out
certain prescribed rules for small rural LECs under 100,000

access lines. Under my reading of new Section 364.025,
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Florida Statutes, the Legislature has allowed the small LECs
in Florida an opportunity to develop their univerzal service
costse by using an embedded cost methodology. The
legislation also goes on to say that these studies may use
fully distributed costing methodologies. By utilizing FCC
section 47 C.F.R., Sections 32, 36, 64 and 65, I believe
that the small LEC methodology satisfies the legislative

requirements for embedded studies.

Is the methodology used by the small LECs consistent with

the FCC's approach for universal service?

The approach of using embedded costs is consistent with what
the FCC has stated in its Universal Service Order. Therein,
the FCC stated that the available proxies are not
appropriate for small rural local exchange carriers at this
time. That order goes on to say that rural LECs should
continue to calculate their Universal Service Costs

utilizing embedded costs until at least January 1, 2001.
What was the base year for the small LEC studies?
All of the small LECs used 1997 ccsts for their embedded

studies. Each of the small LECs will attest to the validity

and the accuracy of their company specific costs. As far as
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the inputs are concerned, 1 can answer questions relating

specifically to ALLTEL costs only.

What rate of return was used in the studies?

All of the small LECe used an 11.25% return on net
investment in the studies. This rate is the currently
authorized interstate rate for rate of return regulated

telephone companies.

Does the small company methodology include modifications to

Part 36 for the universal service cost study?

Yes, non-traffic sensitive plant was assigned 100% to the
state jurisdiction "local service bucket" in the cost study.
These costs included all loop related plant, line port
equipment, and COE transmission equipment utilized for
providing local dial tone to customers. All non-traffic
sensitive local switching equipment was identified and

allocated in the same manner as loop investment.

How does the small company methodology allocate the loop

investment in the universal service cost study?

A Groes Allocator Factor of 100%Y wam assigned to the state
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jurisdiction and allocated all loop related plant to local
service bucket. This was done in order to capture all loop
costs for the purpose of this universal service study

utilizing Part 36 costing methodologies.

How does the small LEC methodology allocate cthe local

switching investment?

Each company analyzed their continuing property records to
determine the non-traffic sensitive investment in line
related equipment, common eguipment and power equipment,
The non-traffic eensitive local switching investment was
then subtracted from the total local switching investment to
determine the local switching traffic sensitive investment.
Power and common investment was spread to traffic sensitive
and non-traffic sensitive switching based on the relative
investment in each. A *"local dial office factor" was then
developed by multiplying the percent of non-traffic
sensitive local ewitching investment times 100% and adding
the product of the percent traffic sensitive investment
times the "local" unweighted dial equipment minutes "DEM"
Factor. The dial office factor was then substituted for the

DEM Factor in the universal service cost study.

Does the small LEC methodology include any additional
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adjustment to the Part 36 Study to develop the embedded cost

of local service?

Yes, first for those companies that could not separate local
private line costs from switched service costs, the small
LEC approach moved local private line loop counts, local
private line termination counts, local private line clrcuit
mile counts, local private line exchange trunk circuit
equipment investment and local private line exchange trunk
cable and wire investment to the interstate jurisdiction for
the study. Moving these costs to interstate provides a way
for the small LEC to identify its embedded universal service
costs, which would exclude private line costs from the

embedded costs as requested by the Commission Staff.

Second, the small LEC methodology adjusts the Part 36 study
to exclude costs for local private line billing and
collection functions from the embedded universal service
cCoBLS. This is done by reassigning local private line
allocation factors to the interstate jurisdiction. Factor
changes included: contacts, billing, and user allocations.
These local private line factors were assigned to the
interstate jurisdiction in Part 36 to ensure that local
private line billing and collection costs were excluded from

the embedded costs of universal service as requested by this
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Commission.

Third, all expenses, investments and reserves associated

with pay telephones were removed from the study.

How are the results of the model presented?

The resulting embedded universal service costs were divided
by the company's average 1997 switched access lines counts
and then divided by twelve months to develop the company's
study area average monthly universal service cost per access

line.

ALLTEL's Study

Please describe ALLTEL.

ALLTEL is a small local exchange company that serves
approximately 60,000 access lines in several counties in
north central and northeastern Florida. ALLTEL has not
elected price regulation and is regulat.’ ~der the

Commission's traditional form of rate base, ra = of return

regulacion.

please describe the data used in ALLTEL's embedded cost
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study.

For the embedded cost study, I wused 1997 financial
information for the regulated operations of ALLTEL.
Thirteen-month averages for the pericd from December 31,
1996 through December 31, 1997 are reflected for
investments, reserves, and deferred income taxes. For
expenses and other taxes, I used 1997 calendar year data.
Depreciation reserve and the associated expense balances are
stated in accordance with the last approved depreciation
rates prescribed by the Florida Public Service Commission.
The data that supports the embedded cost study is the same
as that reflected in the Annual Report (PSC/AFA 18) and the
Telephone Earnings Surveillance Report (PSC/AFA 15), which
are filed with the FPSC, and the underlying data used to
calculated the PFrt 36 cost study submitted to the National

Exchange Carrier Association (NECA).

Are the rate base items and expense data utilized in your
coste in the embedded study the same that you utilized in
determining your company's access c¢osts for interstate

gervices you provide?

No. For this embedded study, an adjustment was made to

exclude all paystation related costse, since these costs were
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included in the 1997 interstate cost study submitted to
NECA. On April 15, 1997, thase costs were reclassified as
non-regulated consistent with the FCC's Paystation Order in

CC Docket 96-128.

Have you made adjustments to ALLTEL's study for non-
regulated or deregulated service you provide to your

customers?

Yes. Our company adheres to the FCC mandated rules as
codified in the Code of Federal Regulations (CFRs) for Parts
32, 36, 64, 65 and 69. Non-regulated activities have been
removed from the regulated accounts through the application
of FCC Part 64 rules. This is consistent with the
procedures ALLTEL follows in the development of its

interstate cost study that is submitted to NECA.

What are the embedded costs of basic local service for
ALLTEL Florida, Inc. based on the methodology described
above?

ALLTEL's total embedded cost of universal service was

calculated to be $38,533,609 and the average cost per line

per month is $41.97.

10
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DOCKET NO. 9BO696-TP
ALLTEL
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Dennis Curry

Embedded Cost Study




ALLTEL Florida, Inc.

Embedded Cost Of Universal Service Study

Description Investmert
Line Card $0,400,083
Peripheral Ling $4,350472
Total NTS Line $13,767 4565
TS Switching $13,737,083

Total Local Switching ~ $27.464,508
Description Local

DEM 0.716602
TS DOF 0.357880

NTS DOF 0.600371
Total DOF 0.857081

Description

87-1 Category 1.3 Loops

98-1 Category 1.3 Loops
Average 1997 Cal 1.3 Loops
1497 Universal Service Rev Req

Average Cost/ Line / Month

[\SEPUSF\DENNIS\FLA_DOF

T8/NTS
Ratio

0.500371

0490629

1.000000

State ER

0.038392 0.103422

0.010182 0.051673
0 000000 0000000
0.010182 0051873

Total

74,014
70,001
78,508

$38,531,509

$41.07

IState
0142404
0071104

0 000000
0071104

Total
1. 000000
0 409620

0 500371
1.0000C0
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NATIUNAL EALMANGE LANKIER ASSUCIATION, ING.

SAC: 210338

SAR NAME:

UNIVERSAL SERVICE FUND
1997 Data Collection Form

ALLTEL Florida

I. EXCHANGE CARRIER/DATA IDENTIFICATION

(010) Study Area Code
(020) Contact Name

(D30) Contact Name Telephone Number

(040) USF Data Collection Period

DATA

LINE DESCRIPTION
mEan
Il. WORKING LOOPS

(060) TOTAL LOOPS
(Cat1.1,1.28nd 1.3)

(070) CATEGORY 1.3 LOOPS
(Eve. Cat 1.3 TWX Loops)

(080) RESERVED
lil. INVESTMENT, EXPENSE & TAXES

NET PLANT INVESTMENT

(180) ACCT 2001 - Telephona
Plant in Service

(170 ACCT 1220 -
Materials and Supplies

(180} ACCT 3100 -
Accurmuiated Depreciation

(185) ACCT 3400 - Accumulated
Amodtization Tangible

(200) RESERVED
(208)  RESERVED

(210) ACCT 4340 - Net Non-Current
Operating incoma Taxes

(220) Net Piant Investment
(Sum of lines 180 + 170
minus lines 180 thru 210)

-

(010) 210338

(020) RANDY KERSTEN

(030)  (501)681-8335

(040)  98-1
LATESTVIEW  DATA ENTER
§7-1 LINE 98-1
EEEEEERNEREED FErE= EESESETERSEES
76049  (060) 81104
74014 (070) 70001

NO ENTRY REQUIRED

173,751,358 (160) 181,057,685
885250  (170) 290,620
86,415212  (190) 97,756,012
0 (195) 0

NO ENTRY REQUIRED
NO ENTRY REQUIRED

12348,702  (210) 11,436,748

76,674,703

Page 3 W

(220) 72,165,655

DATA
SOURCE

4Go7
Toll Cost Study

4Q07
Toll Cost Study

DB2 Downioag
ACCT BALFILE REQGT

DE2 Downloed
ACCT_BALFILE REQT

DB2 Downiosd
ACCT_BALFWLE_REGT

D&2 Downoed
ACCT_BALFILE_REGT

D82 Downioad
ACCT_BALFILE_REGT
wi! TCS Adpatments

_
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY tha: a true copy of the foregoing has been
furnished by U. S§. Mail or hand delivery (*) this 3rd day of

August, 1998, to the following:

William P. Cox *

Division of Legal Services
Florida Public Service Comm.
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850

Edward Paschall

AARP

1923 Atapha Nene
Tallahassee, FL 32301

Tracy Hatch

ATET

101 N, Monroe St., Suite 700
Tallahassee, FL 32301

Robert Beatty/Nancy White
c/o Nancy H. Sims

BellSouth Telecommunications
150 S. Monroe 5t., Suite 400
Tallahassee, FL 32301

Everect Boyd

Ervin Law Firm

P. 0. Drawer 1170
Tallahassee, FL 32302

pDavid B. Erwin
127 Riversink Road
Crawfordville, FL 32327

Laura Gallagher

FCTA

310 N. Monroe Street
Tallahassee, FL 32301

Benjamin Ochshorn

Florida Legal Services, Inc,
2121 Delta Blwvd.
Tallahassee, FL 32303

Angela Green

FPTA

125 §. Gadsden §t., #200
Tallahassea, FL 32301

Susan Langston

FTIA

P. 0. Box 1776
Tallahassee, FL 32302

Kelly Goodnight
Frontier Communications
180 §. Clinton Avenue
Rouchester, NY 14646

Mark Ellmer
P. 0. Box 220
Port St. Joe, FL 32456

Kimberly Caswell

GTE Florida

P. 0. Box 110, FLTCO0007
Tampa, FL 33601

Patricia Greene

Holland Law Firm

315 §. Calhoun St,, Suite I90
Tallahassee, FL 32301

Richard Melson

Hopping Law Firm

P. 0. Box 6526
Tallahassee, FL 12314

Charlie Murphy/Booter Imhof

House Committee on Utilities
and Communications

428 House Office Building

Tallahassee, FL 32399-1300

David Daniel

House Democratic Office
316, The Capitol
402 5. Monroe St
Tallahassee, FL 32399-1300
Steven Brown

Intermedia Communicacions
3625 Queen Palm Drive

Tampa, FL 33619




Robert N. Post, Jr.
P. O. Box 277
Indiantown, FL 34956

Thomas K. Bond

MCI Telecommunications Corp.
780 Johnson Ferry Road
Suite 700

Atlanta, GA 30342

Joseph McGlothlin
Vicki Gordon Kaufman
McWhirter Law Firm

117 5. Gadsden Street
Tallahassee, FL 32301

Horman H. Horton

Messer Law Firm

215 S, Monroe St., Suite 701
Tallahassee, FL 32301

James C. Falvey

e.spire Com wnications, Inc.
133 National Business Parkway
Suite 200

Annapolis Junction, MD 20701

Jack Shreve/Charles Beck
Office of Public Counsel
c/o The Florida Lagislature
111 W. Madison Sc., HB1l2
Tallahassee, FL 32399-1400

Michael Gross

Assistant Attorney General
Office of Attorney General
PL-01 The Capitol
Tallahassee, FL 32399-1050
Pater M. Dunbar

Barbara D. Auger

Pennington Law Firm

P. 0. Box 1009%

Tallahassee, FL 32302

Carolyn Marek

Time Warner Communications
P. 0. Box 210706
Nashville, TN 37221

John Guthrie/Susan Masterton
Senate Committee on Reg., Ind.
418 Senate Office Building
Tallahassee, FL 32399

Julie 5. Myers

Smith, Bryan & Myers
311 E. Park Avenue
Tallahacsee, FL 32301

Richard L. Spears
Community Assoc. Institute
9132 Ridge Pine Trail
Orlando, FL 32els

Jenaifer Uhal
1911 N, Pt. Myer Dr., Suite 702
Arlington, VA 22209

Thomas M. McCabe
P. O. Box 189
Quinecy, FL 32353

Michael Twomey
8903 Crawfordville Road
Tallahassee, FL 32310

Patrick Wiggins/Donna Canzano
Wiggins Law Firm

P. 0. Drawer 1657
Tallahassee, FL 32302

Floyd R. Self

Messer Law Firm

215 §. Monroe St., Suice 701
Tallahassee, FL 32301

Brian Sulmonettd

WorldCom Technologies

1515 S. Federal Hwy., Suite 400
Boca Raton, FL 33432

Kenneth A. Hoffman
John R. Ellis

Rutledge Law Firm

P. 0. Box 551
Tallahassee, FL 32301

Paul Kouroupas/Michael McRae
Teleport Communications Group
2 Lafayette Centre, Suite 400
1133 Twenty-First Sc., N.W.
Washington, DC 20036

Suzanne F, Summerlin
1311-B Paul Russell Road
Suite 201

Tallahassee, FL 32101



Ll

Lynne G. Brewer

Northeast Florida Telephone
P. O. Box 485

Macclenny, FL 32063

Lynn B. Hall

Vista-United Telecommunications
P. 0. Box 10180

Lake Buena Vista, FL 32630

John P. Fons

Ausley & McMullen

P. 0. Box 3191
Tallahassee, FL 32302

Charles Rehwinkel
Sprint-Florida, Inc.

P, O. Box 2211
Tallahassee, FL 32316

(e

Atto
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