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October 23, 1998 FAX 904 424 6361

Mrs. Blanca §. Bayo, Director
Division of Records and Reporting
Flonda Public Service Commission
2540 Shumard Oak Boulevard

I allahassee, Florida 32399-0850

Re: Dichet No. 980696-T1
Dear Mrs. Bavo;

At the conclusion of the hearing in the above referenced proceeding, Commissioner
Deason, sitting chairman in Chairman Johnson's absence, requested that late-filed hearing
exhibits be filed by October 23, 1998. Commissioner Deason further indicated tha if anyone
encountered problems in filing these exhibits by the due date to notify the Prehearing Officer
and the staff.

Enclosed for filing in the above referenced proceeding is the Late-Filed Hearing Fxhibit
No. 92 of Ant Lerma as requested by the Staff during in the hearing.

The ST also requested two additional Late-Filed Hearing Exhibits from MCUAT&T's
witness Don Wood. These two exhibits consist of a HAT §.0a Model “Run to address MST
compliance™ and a HAI 5.0a Mode! “Run with surrogates on interior roadways.” Due 1o the
tmie required to produce the requested exhibits, they will not be available until probably
Monday, November 2, 1998, Every effort is being made to produce these exhibits as soon as

- pussible and they will be filed as soon as they can be completed.

Copies of the foregoing are being served on all parties of record in accordance with the
attached Centificate of Service.

Thank you for your assistance with this matter.

1
|

ILED Sincerely,

2 - :h_[fj- [ - 7
n? Tracy Hatch
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The following explains the adjusted operating expenses per line for GTE
appearing an the Exhibit labeled ALR-4 based on data obtained from
responses 10 ATET interrogatories:

The first adjustment reduces total marketing expense (Account Nos 6611, 6612,
and 6413) by 19% to remove product advertising expenses (Account No 6613}
The second adjustment reduces network operating expenses (Account Nos 653 1-
6535) by 30%  The third adjustment reduces general and administrative expenses
iAccount Nos, 6711, 6712, and 6721-6.28) by 15%  Page 5 of Exhibit ALR-4
provides the worksheet where these adjustments are caleulated  Additional
explanations for these adjustments are found in my rebuttal testimony dated
September 2, 1998

The last adjustment addresses the two local direct cost percemages utilized by
GTE To denve local expenses, GTE first applied a local factor of 99 122 1o cost
pools for its Consumer and Business lires of business  This factor is a ratio of
local calls as a percent of local calls plus intral ATA 10l calls | have substituted
a local factor of B9 685 based on a ratio of local service revenues as a percent of
local revenues plus intralL ATA revenues Marketing costs for example are more
driven by the amount of local revenues than the amount of local calls made  In
addition, general and administrative expenses such as Executive and Planning or
Accountng and Finance, are more driven by changes in revenue levels than they
are by changes in local call valumes

Next, GTE apphed a local factor of 84 63% 10 the Commaon cost pool, a cost poal
that is comprised of expenses which are not directly attributable to the local
network or to a line of business  This factor is a ratio of local calls as a percent of

local, intralLATA, and interLATA calls  For the same reasons previously stated, 1

1
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have substituted a local factor of 45 3194 based on a ratio of local revenues as
percent of local, intral,ATA, and interL ATA revenues (See ALR-4. pages 5 and
i)

In my rebutt i testimony filed September 2, 1998, 1 illustrated on Exhibit ALR-1
that operatiig expenses constitute $11 99 of GTE's total basic service cost per
line. OFthis amount, $7 61 in non-capital refated expenses were calculated on a
per hine basis The adjustments that are reflected in Exhibit ALR-4 reduce the
non-capital related expenses from $7.61 to 85 73 per line, and the wtal GTE

operating expenses from $11 99 10 10 11 per line




AEEEUHE
6110
6120
E210
6230
8310
G4

64211
6421.2
64221
64222
64211
6423.2
6441
6510
6530
6610
6620
710
&720
6790

Sowces

GTE
EXPENSE PER LINE AND INVESTMENT RATIOS
ATAT PROJECTED EXPENSE
($000's)
iA) 8) IC)
FHYEICAL
GTE GTE LINE &/
USF EAPENSE  USF EXPENSE  INVESTMENT
Cescriplion A3 FRLED ARASTED BCEMLY

Hetwork Support Expense £40 $23 2314065
General Suppon $24 D50 $20.097 2114 D65
COE Switching $107.500 $107.500 616,875
COE Transmussion 15470 $15.470 612733
tnformation Cng/Term $0 80
Poles $630 $630 57 686
Aenal Copper Cable £16.407 $16.407 J24 434
Asnal Fiber Cable 514 14 1,200
Underground Copper Cable $2,303 32,307 4amp3
Uniderground Fiber Cable Saa £98 79 262
Huned Coppoer Cable $0.3 806 $63 859 1700443
Buned Fier Cable 4 74 0041
Condult Investment System 052 3952 an5424
Others Property Plani %0 80 2314065
Metwork Operatons $1,039 $653 22314065
Marketing 543 164 $31.360 214,065
Sernces 546 621 43104 2314065
Exscutive and Planming 55,156 52529 214065
General and Adminmsirative $64, 958 330,863 2314065
Uncoliectibles £24 341 $24.347 2314065
Total $ 418806 S5 266508

(D)

INVES]
BATICN

01734
00253

D00

0on3a
Q0047
o002
Q037E
00082
00020

03254
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(E)

ADJUSTED
ELPENSE

0 0008
a7

0.0000
Q0235
11243
1 5555
oogn
13275
0 B76E

5 7280

(A.C & D) GTE USF expense as filed - from responses to ATAT's &th imterrogatory, tem no 30

Bates page 0002853

(8 GTE USF expense adjusted - from ALF . 4, pagee 5 & 6

(€} (Column B dded by column C espressed in thousands) drwiged by 12
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GTE
EXPLANATION OF AT&T PROJECTED EXPENSE
BY ACCOUNT

In the fourth et of data responses to AT&T. GTE provided details of the USI adjusted
expense by ac.ount and by cost pool. All AT&T adjustments were made to the adjusted
cost pools vefore the local amount was determined.

e

P

6110 - Summarized 611x series of accounts from the "adjusted cost pool” column of
the Consumer. Business and Common cost pools - Bates pages 2880, 2881, and 2883
ol the tourth set of data responses to AT&T dated Sepremiber 3, 1998 The amounts
for the Consumer and Business cost pools were multiplied by the revised local factor
(89.68%) and the Common cost pool was multiplied by the revised local factor
{45.31%).

6120 - Summarized 612 series of accounts from the "adjusted cost pool” column of
the B&C, Consumer, Business and Common cost pools -Bates pages 2877, 2880,
2881 and 2883 of the fourth set of duta responses 10 AT&T dated September 3, 1998
The amounts for the Consumer and Business cost pools were multiplied by the
revised local factor (89.68%) and the Common cost pool was multiplied by the
revised local factor (45.31%),

6330 - Summarized 653x series of accounts from the “adjusted cost pool” column of
the Consumer, Business and Common cost pools - Bates pages 2880, 2881, and 2883
of the fourth set of data responses to AT & T dated September 3, 1998 The amounts
for all three pools were reduced by 30%. The revised amounts for the Consumer and
Business cost pools were multiplied by the revised local foctor (89,68%) and the
Common cost pool was multiplied by the revised local factor (45.31%)

6610 - Summanzed 661x series of accounts from the “adjusted cost pool” colum of
the Consumer, Business and Common cost pools - Bates pages 2XE0, 2881, and 883
of the tourth sct of data responses 1o AT&T dated September 3, 1998 The amounts
tor all three pools were reduced by 19%. The revised amounts for the Consumer and
Business cost pools were multiplied by the revised local factor (89.68%) and the
Commuon cost pool was multiplied by the revised local factor (45.31%)

06620 - Summarized 662x series of accounts from the “adjusted cost pool™ column ol
the B&C, Consumer, Business and Common cost pools - Bates pages 2877, 2850,
2881, and 2883 of the fourth set of data responses to AT&T dated Seplember 3, 1998
The amounts for the Consumer and Business cost pools were multiplied by the
revised local factor (89.68%) and the Common cost pool was multiplied by the
revised local factor (45.31%).
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6710 - Summarized 671x series of accounts from the “adjusted cost pool” column of
the B&C, Consumer, Business and Common cost pools - Bates pages 2877, 2880,
2881, and 288 of the fourth set of data responses to AT& T dated September 3, 1998
Fhe amonnts tor Consumer, Business and Common cost pools were reduced by 15%,
The revised arpunts for the Consumer and Business cost pools were multiplied by
thi revised local factor (89.68%) and the Commion cost pool was multiplied by the
revised locw! factor (45.31%0).

6720 - Sumimanzed 672x series of accounts from the “adjusted cost pool’ columi of
the B&C. Consumer, Business and Common cost poals - Bates pages 2877, 2880,
2881, and 2883 of the fourth set of data responses to AT&T dated September 3. 1998,
Ihe amounts for Consumer, Business and Common cost pools were reduced by 15%,
The revised amounts for the Consumer and Business cost pools were multiplied by
the revised local factor (89.68%) and the Common cost pool was multiplicd by the
revised local factor (45.31%).

LOCAL FACTOR- The local factor, applied to Consumer and Business cost pools,
was caleulated by dividing regulated local revenues by the total of local and

imral ATA revenues. The local factor, applied to Common cost pool, was caleulated
by dividing regulated local revenues by the total of local, intral ATA and interl ATA
revenues. All revenues are from 1997 ARMIS repont 43-03, GTE's Fretors were
calculated based on percent local calls 1o total calls. GTE s factors were 99.12% and
B4.63% respectively,




Desgrption
Metwork Suppon Expenst
General Suppon
COE Switcheng
COF Transmission
Informaton OngTem
Poles
Asnal Copper Cabple
Aenal Fibes Cable
Ur.de-ground Copper Cabie
Unoerground Fiber © able
Buned Coppel Cable
Buned Fiber Cabls
Conduil lnvestment System
Ot Property Plant
MNework Operations
Marketing
Servaons
Exscutive and Planning
General and Admmistratve
Uncoliecibies

Total

T olal Agyusted Local

EXPENSE PER LINE

GTE

USF FILING
SUMMARIZED FROM RESPONSES TO ATAT fth SET OF INTERROGATORIES
(ITEM 819, BATES PAGES J85)-2857)

USF
Esxpenses
As Figd
By GTE
40
$24.050
$107 500
515478
<1
630
516 497
514
$2.303
$a8
563 B99
74
o5
L]
$1.03
23,154
$46 621
$5155
§$65 958
£24 a1

$418 BO6

107,500
§15.479

16 497
£14
2,303

$60 859

574
$552

207 448

100
$207 446

Summanzed
Pogiy Batore Lochl Factor Appled
gac Congyumng! Busmess Common Total
52 L) 43 847
58 380 511404 5523 }B|033 225123
107 500
15479
=
530
$15.457
314
£2.303
558
$53 BOS
§74
1552
w0
£25 1004 $1.040
10,103 532 526 $1074 S43T03
$14 585 S26T7% 54,513 $1.205  S47.08"
£2 1144 442 55202 $55%0
§2 689 §8.327 $4.798 S55885 575699
8§24 340
$19540 S5M AR 357451 5SRO G40 $430470
100 0eo12 09912 O B463
519620 358257 $520R9 558938 S418 804

Huteag | pajig-ae]

6 1092384 - 76 ON HQIYX]




6110
6120
6210
8230
6310
G411
B421.1
64212
5422 1
G422 2
84221
6422 2
&441
6510
6530
8610

G710

e

Deschpbon
Metwork Support Expense

General Support

COE Switching

COE Transmisson
Information OngiTerm
Poles

Aenal Copper Cable

Asnal Fibar Cable
Undesground Coppar Cuule
Underground Fiber Cable
Buned Copper Cable
Buned Fiber Cable

Condudt Invesiment Sysiem
Other Property Plant
reework Operations
Markating

Services

Executive and Planning
General and Adminislrative
Uncollectibles

Totm

T olal Adusted Local

GTE

ATAT CALCULATION OF
EXPENSE REDUCTION ADJUSTMENT
BASED ON DATA PROVIDED IN THE
FOURTH SET DATA RESPONSES TO ATAT

USF

Expenses
As Fred
By GTE

540
£24 050
£107 500
LIS 475
50
530
£16 407
14
£2 303
£58
563 899G
574
$952
30
£1.03
43,164
46621
35155
$66 858
524 341

£418.808

EXPTNSE
RE DTN
PLHCENT

9%

15%
15%

Metwork

£107 500
515479
50

$630
16 467
514
$2.302
308

$63 899
574
§$052

50

S207 446

1.00
5207 446

Pools Bafore Local Factod
And After Expense Redutlion
BAC  Consuymet Busness Common Total
£2 L7 43 gaT
§2350 S1°455 %5235 55031 525123
£107 500
$15479
50
5530
516,497
14
£2.303
08
$63 850
574
£057
50
18 711 £ §728
£8,183 526 346 SATOD 535299
$14 588 526756 £4 533 $1.203 S47.041
52 5122 $3T6 54,502  $5.062
52286 STOTE ST4TE S47507 554344
§24.341

$15235 553654 S44881 S60,243 5409601

1.00 08968 08968 04531
S1923F S48.117 S40070 $27.295  $366.508

Aurmagy papg-ae]
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6110
6120
6210
6230
6310
6411
84211
64212
G422 1
64222
64231
84232
G441
G510

6610
6710

8720
ara0

Descnplion
tetwork Support Expense
General Support
COE Swilching
COE Tranamissaon
informaton Ong/Term
Poles
Aenal Copper Cable
Agnal Fiber Catile
Unierground Copper Cable
Ungarground Fiber Cable
Buned Copper Cabhx
EBuned Fiber Cable

GTE

ATET APPLICATION OF
LOCAL SERVICE FACTORS
BASED ON DATA PROVIDED iN THE
FOURTH SET DATA RESPONSES TO ATAT

USF

Expenses
A Filed
Br GTE

540
£24 050
107 500
515470
0
$530
S8 407
$14
2303
98
$683 a09
§74
$852
0
$1.03
543,164
S46. 621
55155
66 658
$24 341

5418 806

Hetwork

$107.500
$15479
0
$630
516497
514
£2.303
568

$A83 B99
574
5652
%0

5207 444

Pools After Local Factot Application

gac
52.3650

$14.589

$2.286

518235

Local

Eactor Consymer Business
B9 68% 52 52
B9 68% $10.300 L4095
BY 68%
£9 8%
89 68%
BG 68%
B0 68%
89 68%
80 68%
89 68%
89 68%
89 68%
B9 68%
B9 68%
BS 68%
ae6E% 3708 523627
BO68% $23085 $4.085
85 68% s$10 $337
BOGA% $5343 38.TO7
89 68% %0 50

Segegssrsnean
BLLBBBLLLELY

8117 50070

L ocai
Fagtpr Common  Tolal
45215 518 523
45 1% £2.734  S20.067
45 31% 0 5107.500
45 31% S0 $15479
45 215, 50 %0
45 31% 11 $830
45 315, 0 S16.497
45 31% 50 514
45 31% 50 s2.303
45 31% 50 08
45 3% §0 $63E69
45 318 50 £74
45 31% 50 $952
45 31% 0 50
4531% 0 $653
45 11% $354 531,360
45 3% 3545 a3 it4
4531% 52080 $2529
4531% $21523 536861
45 31% $0 5243410
527,206 $388,508

o g @ - £ ON ngIp
Bupweagy payry-omry
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GTE FLORIDA
DEVELOPMENT OF PERCENT LOCAL BASED ON ARMIS REVENUE
CALCULATION OF ADVERTISING PERCENT OF MARKETING

{5000's)
REVENUE

% OF

ARMIS TOTAL

43-03 % OF EXCL

LINE ATEGORY REVENUE  TOTAL InterlATA

510 Basic Local Revenee 5 00631 45 31% B9 6B%

525 intralATA Revenue -1 57612 £§21% 10 32%
50B0/5270 InterlL ATA Revenue 5 5456649 45 48%
-1

Total 1,104,892

MARKETING
43.03
18657
Costs % Total
66811 Product Management § 16,536 30 16%
6612 Sales S 27638 50 41%
6613 Product Advertising § 10 657 19.44%,

Total 661X S 54831 100 00%




CERTIFICATE OF SERVICE
DOCKET 980696-TP

FHEREBY CERTIFY that a true and correct copy of the foregoing was furmnished via

*hand delivery/**Federal Express and 1.8, Mail to the following parties of record on this

23rd duy i October, 1998:

William Cox

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL. 32399.0850

Richard Melson
Hopping Law Firm
I"ost Office Box 6526
Fallahassee, FL 32314

lack Shreve

ffice of Public Counsel

</o The Florida Legislature
111 West Madison Street
Room 812

Tallahassee, FL 32399.1400

Kimberly Caswell

GTE Service [ncorporated
I Tampa City Center

201 M. Franklin Street
lampa, FL. 33602

Carolyn Marek

VI of Regulatory Alfairs
Southeast Region

Time Warner Communications
Nashville, TN 37221

Joseph A, McGlothlin
Vicki Gordon Kaufman
McWhirter, Reeves,

McGlothlin,Davidson, Riefl & Bakas,

A
1175, Gadsden Street
Fallahussce, FL. 3230

Floyd R, Self

Messer, Caparello & Self, P.A.
215 8. Monroe Street

Sune 701

Tallahassee, FL. 32301-1876

Brian Sulmoenetu
WorldCom, Inc.

1515 5. Federal Highway
Suite 400

Boca Raton, F1. 33432

Naney B White
Robert G. Beatty

cfo Nancy Sims

1508 Monroe Street
Suite 400

Tallahassee, FI. 32301

MNorman 1, Horton, Jr.

Messer, Caparello & Sclf, P A
215 S. Monroe Street

Suite 701

Tallahassee, FL. 32301-1876

James C. Falvey

espire Communications, Inc.
133 National Business Parkway
Suite 200

Annapolis Junction, M 20701

Laura L. Gallagher

Vice President-Regulatary Affairs
Florida Cable Telecommunications
Association

310 N, Monroe Street

Tallahassec, FL 32301

Vi &d @ estgsn



Harriet Eudy Lynne G. Brewer

ALLTELL Florida, Inc. Northeast Florida Telephotie

Pust Office Box 550 Ca.

Live Oak, FL. 32060 Post Office Box 485
Macclenny, FL 32063-0485

John P. Fons

J. Jeffrey Wahlen Kelly Goodnight

Ausley & MeMulle: Frontier Communications

227 South Calhoun Street 180 5. Clinton Avenue

Fallahassee, FL 22302 Rochester, NY 14646

David B, Erwin Michael A. Giroas

127 Riversink Road Assistant Attorney General

Crawfordville, FL. 32327 Office of the Attomey General
PL-01, the Capitol

Robert M. Post, Jr. Tallahassee, FL 3239491050

"ost Office Box 277

Indinntown, FL. 34956 Charles J. Rehwinkel
Sprint-Florida, Inc.

Mark Ellmer 1313 Blairstone Hd.

Past Office Box 220 Tallahassee, FI. 32301

502 Fifth Street

Port 5t Joe, FL 32456 Suzanne F. Summerlin
I301-18 Paul Kussell Road

lom McCabe Suite 201

Post OfMice Box 189 Tallzhassee, FL. 32301

Cuincy, FL. 32353.0189
Peter M. Dunbar

Lynn 3. Hall Barbara D. Auger
Vista-United Telecommunications Pennington, Moore, Wilkinson, Bell &
Post Office Box 10180 Dunbar
Lake Buena Vista, FL 32830 PO, Box 10095
Tallehassee, F1. 32302
— .
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