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12 A. 

ALLTEL FLORIDA, InC. 
DOCKET NO. 9e06 96·TP 
FILED: 08/03/98 

BEFORE THB FLORIDA POBLlC SERVICE COMMISSION 

DI RECT TESTlMONY 

OF 

DENNIS CURRY 

Please s t ate your name. 

My name is Dennis Curry 

By whom are you employed and in what po sition? 

I am employed by ALLTBL Communications Service Corporation 

13 as Director of Regulatory Methods and Universal Service 

14 

15 Q. 

16 

17 A . 

What ie )N)Ur business address? 

My business address is One Al lied Drive, Little Rock, 

18 Arkansas 72202. 

19 

20 o. 
21 

22 A. 

Please describe your education and work exper~ence. 

I am a graduate of RCA Institutes in New York City with an 

23 Associates Degree in Electrical Engineering . t have worked 

24 or t he last 32 years in the telephone indo;stry priiNirily in 

2S the areas ot jurisdictional separations, access chargee and 

OOCU~ f.lll llt.l•nrfl-01-TE 
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2 

3 Q. 

4 

S A. 

6 

7 

8 

9 

universal service. 

What is the purpose 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 e xchange companies (•small LEes• ) 

in this docket . These companies include ALLTEL Florida. 

Inc. ( • ALL TEL" l , Vista-United Telecommunications. Nort.heaat 

10 Florida Telephone C.Qlllpany, Frontier Communi cat ions of the 

II 

12 

13 

South, t nc.. TOS Telecom/Quincy. 

Telecommunications Systems. Inc. 

GTC Inc., 11nd ITS 

14 The second purpose of my t estimony is to attest to the cost 

IS information used as inputs in ALL TEL' a embedded coat study, 

16 and present the results of that study . 

17 

18 o. 
19 

20 A.. 

Have you prepared an exhibit to accompany this testimony? 

Yes . Exhibit (OC·ll is a composite e xhibit containing 

21 the embedded cost study and supporting documents prepared 

22 for ALLTEL under my direction and s upervision for this 

23 proceeding. Tbe information in that exhibit is true and 

24 correct to the best of my information and oelief. 

2S 
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J Q. 

4 

s 
6 A. 

7 

8 

9 

10 

II 

12 

13 

14 0. 

15 

16 A. 

Spall Cgwpany Httbgdoloqy 

What was the basic premise tor determining the cost o! 

universal eervice for the small LECs in this proceeding? 

All embedded non-traffic s ensitive plant i nves tments and 

their associated costs along with the local portion of the 

embedded traffic sensitive plant investments and their 

associated coats 11ere assigned to universal service. All 

non-plant related expenses currently allocated to local 

eorvice through the eeparatione proceu were also assigned 

to universal servic e . 

What methodology was used by the small LECs? 

All of r:he small LECs used Part: 36 jurisdicuona l 

17 separations procedures in developing the embedded cosr:s f or 

18 each of t:he companies. 

19 

20 Q . 

21 

22 

23 A. 

24 

2S 

Is r:he Part 36 met:hodology used by the small LECs consistent 

with the nell law as set out in HB 4785? 

While I am not a lawyer, I believe r:hat HB 4785 has set: out 

certain prescri bed rules for small rural LECs under 100,000 

accesa linea. Under my r eading of new Sect ion 3 6 4 . 02 5, 

3 



Florida Statutes. the Legislature has allowed the small LECs 

2 in Florida an opportunity co develop their univer;;al service 

3 cost II by ueing an embedded cost methodology. The 

4 legislation aleo goes on to say that these studies may use 

S fully distributed costing methodologies. By utilizing FCC 

6 section 47 C.F.R., Sections 32, 36, 64 and 65, I believe 

7 that the small LEC methodology satisfles c:he legislative 

8 requirements for embedded studies. 

9 

10 o. Is the methodology used by the small LECs consistent with 

II the FCC's approach for universal service? 

12 

13 A. The approach o f using embedded cost s is consistent with what 

14 the FCC has stated in its Universal Service Order. Therein. 

IS the FCC stated that the available proxies are not 

16 appropriate for small rural local exchange carriers at this 

17 ti1ne. That order goes on to aay that rural LECs should 

18 continua to calculate their Universal Service Costs 

19 utilizing embedded coats until at least January 1. 2001 . 

20 

21 o . 
22 

23 A. 

What was the base year for the small LEC studies? 

All of the small LI!!Cs used 1997 costs for their embedded 

24 studies. Each of the small LECs will attest to the valid1ty 

25 and the accuracy of their company specific costs. As far as 



the i nputs are concerned , I can answer questions relating 

2 specifically to ALLTEL coats only . 

J 

4 Q . 

s 
6 A. 

7 

8 

What rate o f return wee used in the studies? 

All o f the small LBCa ueed an 11.2St return on net 

investment in the studies . This rate ie the cur rent 1 y 

authori~ed interetate rate for rate of return regulated 

9 t elephone companies. 

10 

II Q . Does the emall company methodology include modi fi cation& to 

12 Part 36 for the universal service cost study? 

13 

14 A . 

IS 

16 

17 

18 

19 

20 

21 

22 Q. 

Yes, non-traffic sensitive plant was assigned lOOt to the 

state jurisdiction •local service bucket• in the cost study. 

These coats i ncluded all loop related plant, line port 

equipment, end COB transmission equipment ut1lized for 

providing local <Ual tone to customers. 

sensi tive local switching equipment was 

All non-traffic 

identified ;and 

allocated in the same manner ae loop inves~ment . 

How does the small company me thodology allocate the loop 

23 investment in the universal service cost study? 

24 

lS A . A Orosa Allocator Factor of 100\ wae assigned to the state 

s 



jurisdiccion and allocaced all loop related plant to l ocal 

2 service bucket . This was done in order to capture all loop 

3 costs for t he purpose of chis universal service study 

4 utilizing Part 36 costing methodologies. 

s 
6 Q. 

7 

8 

9 A. 

10 

II 

How does the small LEC methodology allocate the local 

s witching investment? 

Baoh 0011\pany analyzed their continuing property recorda to 

determine the non-traffic sensitive inveatment in lina 

related equipment, common equipment and powor aqu1pmanL , 

12 The non-traffic sensitive local switching investment was 

13 then subtracted from the total local s witching investment to 

14 determine the local switching traffic sensitive investment, 

IS Power and c01111n0n investment was spread to traffic sensitive 

16 and non-traffic sensitive switching baaed on the relative 

17 investmenc i n each . A •local dial office factor• was then 

18 developed by multiplying the percent of non-traffic 

19 sensitive local switching investment times lOOt and adding 

20 the product of the percent traffic oensitive investment 

21 times the "local• unweighted dial equipment minutes "OEM• 

22 Factor. The dial off ice factor was then substituted for the 

23 OEM Factor in the universal service cost study. 

24 

2S Q. Does the small LEC methodology include any additional 

6 



2 

3 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

A. 

adjuttment to the Part 36 Study to develop the embedded coat 

of local service? 

Yea, firat for those companies that could not separate local 

private line coats froa~ Sllitched service coat:a, the small 

LEC appro1ch moved local privata line loop counts , local 

private line termination counts, locll privata lint circuit 

mile counts, local private line exchange trunk circuit 

equipment investment and local privata line exchange trunk 

cable and wire investment to the intentate jurisdiction tor 

the etudy. Moving tha11 coata to interstate provides a way 

for the amall LEC to identify ita embedded univortal 1urvic e 

costa, which would exclude private line costa from the 

embedded costa as requested by the Commission Staff. 

sec~nd, the small LBC methodology adjusts the Part 36 study 

to exclude costa for local private line billing and 

collection functions from the embedded universal service 

coats. This is done by reass igning local privace line 

allocation tactora 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 coats were excluded from 

the embedded coats o f universal service as requested by this 

7 



Commiuion. 

2 

3 Third, all expenses, inveetments and rese rves associated 

4 with pay telephones were removed from the study. 

s 
6 o. 
7 

8 A . 

9 

Row are the reaulta o f the model presented? 

The resul t ing embedded universal aorvice coats wore divided 

by the COftiPiny' 1 average 1997 s witched access linea counce 

10 and then divided by twelve months to develop th\l company•e 

II s tudy area average monthly universal service coat per access 

12 line. 

13 

14 

IS 

16 o. 
17 

18 A . 

ALLTIIL' a Study 

Please describe ALLTEL. 

ALLTEL is a small local exchange company that serves 

19 approximately 80,000 acceaa linea in several counties in 

20 

21 

22 

23 

24 

2S Q. 

north central and nor thea8tern Flo rida . ALLTEL has not 

elected price regulation and is regulae, 1 ~der the 

comu~iaaion • s traditional torm o t rate base. r;. e of return 

r-egulation. 

Please describe tbo data used in ALL TEL's f:mbedded coat 

8 



2 

3 A. 

4 

5 

6 

7 

8 

sr.udy. 

Por the embedded cost study, I used 1997 financial 

information for the regulated operations of ALLTEL. 

Thirteen-month averages for the period from December 31 , 

1996 t hrough Decembe1.· 31, 1997 are reflected for 

investments, reserves, and deferred income taxes. For 

expenses and other taxes, I used 1997 calendar year data. 

9 Deprecia tion reserve and the associated expense balances are 

10 stated in accordance with the last approved depreciation 

II rates prescribed by the Florida Public Ser'.'ice Commission. 

12 The data that supports the embedded cost study is the same 

13 as that reflected in the Annual Report (PSC/AI'A 18 ) and the 

14 Telephone Earnings Surveillance Report (PSC/AFA 15). which 

IS are filed with the PPSC, and the underlying data used to 

16 calculated the Part 36 cost study submitted to the Na~ional 

17 Exchange Carrier Association (NECA) . 

18 

19 o. 
20 

Are the rate base items and expense data utilized in your 

costs in the embedded study che same that you utilized in 

21 determining your company's access costs for interstate 

22 s ervices you provide ? 

23 

24 A. No. For c:his embedded study. an adjustment was made to 

25 exclude all payatation related costs , since these costa were 

9 



included in the 1997 interstate cost study submitted to 

2 NECA . On April 15, 1997, these costa were reclassified as 

3 non-regulated consistent with the FCC's Paystation Order in 

4 cc Docket 96-128. 

s 
6 Q. 

7 

8 

9 

10 A. 

II 

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 ICFRsl for Parts 

12 32, 36, 64, 65 and 69. Non-regulated act ivities have been 

13 reiDOved from the regulated accounts through the application 

14 of FCC Part 64 rules. This is consistent with the 

15 procedures ALLTEL follows in the development of its 

16 interstate cost study that is submitted to NECA. 

17 

18 Q. 

19 

20 

21 

22 A. 

23 

24 

25 

What are the embedded costa of basic local servi ce for 

ALLTEL Florida, Inc. based on the methodology described 

above? 

ALLTBL's total embedded coet of universa l service was 

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

per month is $41.97. 

10 



Q. Does t ha t conclude your prepared direct teetim~ny? 

l 

3 A . Yes. 

4 

s 
6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

:!I 

22 

23 

24 

2S \ \ o .. loy_l •v_>\ voll \ NU\J JV\ oll \ currydt . -
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Exhibit 

Of 

Dennie curry 

OOCXET NO. 980696-TP 
ALL TEL 
EXHIBIT (OC-l) 

Embedded Coe~ Study 



ALL TEL Florida, Inc. 
Embedded Coat Of Untvera11 Service Study 

OneripCion In\ I l iacwn:l TIINT8 
RMio 

UneCaN:t ·~.408.883 
Ptt1phenll Une S4,350.472 
Total NTS Une $13,7111,455 0.500371 

TS SW!IChing S13,737,053 0.41111S29 

Total Local Swilclll11g $27,4~.008 1.000000 

0.-lpdon Locel .._AA SC..I!Jt II tala TOCIII 

OEM 0.716ee2 0.034382 0.103422 0. 1424~ 1.000000 

TSOOF 0.357680 0.01~182 0.051873 0.0711~ 0.4*2~ 

NTSOOF 0.600371 0000000 0.000000 0.000000 0 500371 
Total OOF 0.857851 0.010182 0.051873 0.0711~ 1.000000 

o..alpdon TOCIII 

97-1 car.go,y 1.3 Loope 74,014 
~ 1 Callll"'Y 1.3 Loope 7~.001 

-'v..-ge 1e97 Cat 1.3l.Dopa 78,608 

1997 UnMirlll SeMce Rev Req saa.m.~ 

.-.verege Cosl/ Une I Monlh S41.07 

1:\SEPUSF\OENNIS\FLA_OOF 
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I'CA I JUNi'L ~ <;NOOt:f( A:Rit.J\.VIIION, INC. 

SAC: 21033e 

UNIVERSAL SERVICE FUND 
18117 Olla CoMe<:lll"' Fotm 

All TEL Florldl 

I. EXCHANGE CARRIERIOATA IDENTIFICATION 

(010) Siudy Alw Code 

(020) eonc.ct~ 

(030) eon.:t Neme TJIIpholae NUI11bef 

(040) USF Olea Cdtlc:lic I P«tod 

DATA 
UNE DESCRIPTION -·· - ····- ---

II. OORKING LOOPS 

(OSO) 

(070) 

(080) 

TOTAL LOOPS 
(Cit 1.1, 1.2 end 1.3) 

CATEGORY 1.3LOOPS 
(E~ Cit 1.3 lWX I.Gopa) 

RESBM:D 

Ill. tNVESNENT, EXPF.NSE & TAX£8 

NET PLANT IN\IESNl:NT 

(1SO) ACCT 2001 • T~ 
Pt.nt In 8eMce 

(170) ACCT 1220· 
.._...endSUI'fl' 1 

(1110) ACCT 3100· 
Aa:urnullJIIId o.p • · r: 1 

(1115) ACCT 3400 • Aa:uJJWIIIcl 
Atrot!z411fou Tenglblt 

(200) RESERVED 

(205) ASERVel) 

(210) N:X:r 4340 • Net Non-Currwlt 
Of*lldugii'ICICimt T-

(220) Net Ptlti In\ ..... 
(Sum of.,_ 180 + 170 
mlnulllnee 1110 lfw\1 210) 

.> 

(010) 210336 

(020) RANDY KERSTEN 

(030) (S01) 1181-3335 

(040) 11&-1 

LATEST VIEW DATA ENTER 
87·1 UNE 11&-1 --· --- - _. ...... _ 

700411 (OSO) 81104 

74014 (070) 711001 

N 0 E N T R Y R E Q U IR E D 

173,761 ,358 (180) 181,057,811S 

w.m (170) 2110,820 

88,415,212 (1110) 117,7&6,012 

0 (185) 0 

N O ENTRY REQUIRED 

NO ENTRY REQUIRED 

12,348,702 (210) 11,4311,748 

75.574,703 (220) n .165.555 

Pege3 

DATA 
SOURCE ___ ... 

4097 
ToD Colt Stuctt 

4097 
Tel Cost Stucly 

082~ 

ACCT_t!AUU.JU!OT 

082 Doe *"'"' 
ACCT .t~AUU.J\EIJT 

01:2 Doa:IU&d 
ACCT _BAU""LEJJ[OT 

0820own-
ACCT .JIAI.11U.)If0T 

082~'clt 

ACCT_BAUU.JU!OT 

wl n:s .._. ···= 
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c:gtiriCATI or SQYICI 

I HBRBBY CBRTIPY tha~ a true copy of the foregoing has been 
furnished by cr. s. Hail or hand delivery ( • ) this 3rd day of 
Augus~. 1998, to the following : 

Willilllll P . Cox • 
Division of Legal Services 
Florida Public Service Coam. 
2540 Shumar d Oak Bl vd. 
Ta~l&haasae, PL 32399•0850 

Ec1ward Paschall 
AAJUI 
1923 Atapba .Nene 
Tallahassee, PL 32301 

Tracy Hatch 
AT&T 
101 N. Monroe St., Suite 700 
Tallahassee, PL 32301 

Robart Beatty/Nancy White 
c/o Nancy H. Silll8 
BellSouth Telecommunications 
150 s. Monroe St., Suite 400 
Tallaba~see, PL 32301 

Everett Boyd 
Ervin Law Fi'cm 
P. 0 . ' Drawer 1170 
Tallahassee, PL 32302 

David B. Erwin 
127 Riversink Road 
Crawfordville, PL 32327 

Laura Gallagher 
PCTA 
310 N. Monroe Street 
Tallahassee, PL 32301 

Benjamin Ochshorn 
Florida Legal Services, Inc. 
2121 Delta Blvd . 
Tallahassee, PL 32303 

Angela Green 
FPTA 
125 s. Gadsden St . , 8200 
Tallahassee, PL 32301 

Susan Langston 
PTIA 
P. 0. Box 1776 
Tall&haaaee, FL 32302 

Kelly Goodn.lght 
Frontier Co~nicationo 
180 s. Clinton Avenue 
Ruchester, NV 14646 

Mark Bllmer 
P. 0. Box 220 
Port St. Joe, FL 

Kimberly Caswell 
GTE Florida 

32456 

P. 0. Box 110, FLTC0007 
Tampa, FL 33601 

Patricia Greene 
Holland Law Firm 
315 S. Calhoun St . , Suite :~o 
Tallahassee , FL 32301 

Richard Melson 
Hopping Law Firm 
P . 0. Box 6526 
Tallahassee , PL 32314 

Charlie Murphy/Booter Imhof 
House Committee on Utilities 

and c~~nications 
428 House Of f ice Building 
Tallahassee, PL 32399·1300 

David Daniel 
Houoe Democratic Office 
316, The capitol 
402 S. Monroe St . 
Tallahassee, PL 32399·1300 

Steven Brown 
Intermedia Communications 
3625 Quoen Palm Drivo 
Tampa, PL 33619 



• 

Rober~ N. Post, Jr. 
P. 0. Box 277 
Indiantown, PL 34956 

Tho!mls K. Bond 
MCI Telecommunicationo Corp. 
780 Johnson Perry Road 
Suite 700 
Atlanta, GA 30342 

Joseph McGlothlin 
Vicki Gordon Kaufman 
McWhirter Law Firm 
117 s. Gadsden Street 
Tallahassee, PL 32301 

Norman H. Hor~on 

Messer Law Firm 
215 s. Monroe St., Sui~e 701 
Tallahassee, PL 32301 

James C. Falvey 
e.opire c~ unicationo, Inc. 
133 Na~ional Buaineea Parkway 
Suite 200 
Annapolis Junction, MD 20701 

Jack Shreve/Charles Beck 
Oftice ot Public C:ou"lsel 
c/o rhe Florida v4gialature 
111 w. Madison St. , 8812 
Tallahassee. PL 32399·1400 

Michael Grose 
Assistan~ Attorney General 
ottice of At~orney General 
PL-01 The Capitol 
Tallahassee, PL 32399 -1050 

Poter M. Dunbar 
Barbara D. Auger 
Penning~:on Law Firm 
li'. 0. Box 1009'5 
Tallahassee, PL 32302 

Carolyn Marek 
Time warner Communications 
P . 0. Box 210706 
Nashville, TN 37221 

John Guthrie/Susan Maaterton 
Sena~e COC1IIIittee on Reg. Ind . 
418 Senate Ottice Building 
Tallahassee, PL 32399 

Julie s. Myers 
Smith, Bryan ' Myers 
311 B. Park Avenue 
Tallabataee. PL 32301 

Richard L. Spears 
Community Assoc . Institute 
9132 Ridge Pine Trail 
Orlando, FL 32819 

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

Th0111118 M. McCabe 
P. 0. Box 189 
Quincy, FL 32353 

Michael Twomey 
8903 Crawfordville Road 
Tallahassee, FL 32310 

Patrick Wiggin• / Donna Can:ano 
Wiggins Law Firm 
P . 0. Drawer 1657 
Tallahassee, FL 32302 

Floyd R. Sel f 
Meaaer Law Firm 
215 S. r~onroe St.. Suite 701 
Tallahassee, FL 32301 

Brian Sulmone~t • 
WorldCom Technologies 
1515 S. Federal Hwy . , Suite 400 
Boca Raton, FL 33432 

Kenneth A. Hof fman 
John R. Ellie 
Rutledge Law Firm 
P 0. Box 551 
Tallahassee, FL 32301 

Paul Kouroupae/ Hichael McRae 
T•loport Communications Group 
2 Lafayette Centre, Suite 400 
1133 Tventy-Firet St., u.w. 
Washington, DC 20036 

Suzanne P . Summerlin 
1311-B Paul Ruooell Road 
Suite 201 
1'allahassee, PL 32301 



: , 

Lynne G. Brewer 
Northeast Florida Telephone 
P. 0. Box 485 
Macclenny, PL 32063 

Lynn B. Hall 
Vista-United Telec011111Wlicationa 
P . o. Box 10180 
Lake Buena Vista, PL 32t30 

John P. Porus 
Ausley & McMullen 
P . o. Box 391 
Tallahassee, PL 32302 

Charles Rehwinkel 
Sprint-Plorida, Inc . 
P. 0. Box 2211 
Tallahassee, PL 32316 

At to 
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