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Re DctermiiUilion of the COSI of l.oc4l Telecommunications Service, 
rucsuamto Section 364 025, Florida S!A!UlC2 Pocket No 980696-TP 

De:sr 1\u Bcyo 

- I" 

Enclosed for filing in the above dod:et are the ongmal and fifteen ( IS) cop.-s of Northeast 
Oorida T dephonc Comp~ny's PoS1hcating Sll!tcmenl 

Also enclosed is a diskette containing the above Posthe-:sring St3tement origiMIIy t)'J'd in 
Word 97 format which has been saved in Rich Te<! format for use with Word Perfect 

Plusc acknowledge rtedpt and filing of the abo,·e by 5tamping the duphcatc copy of this 
lcner and returning the same to this "'Titer 

Thank you for your asSistance in this manc:r 
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BEFORE TilE FLORIDA PUBLIC SERVICE COMMISSION 

In re: Oct<munMJ Jn of the Cost of 
Locnl Tclec.-•mr~awlications Service. 
pursuamto Sect:on 364.025. Florida 
St~IUt<S 

) 
) 
) 
) 

DOCKET NO. 980696· TP 
FILED: 11102198 

NOBD!f' t\ST'S POS il!EARING ST ATEI\If:NT 

Nonh=t Florida T clcphone Company ("Nonhe.1St" or the "Company"), pursuant to Order No. 

I'SC-98·0813-PCO-TP. submits the following P~lheanng Sutcment: 

I . 

l nlrodurJigo 

Pursuant to Chapter 98-217. Laws of Florida, which becnme law on May 18. 1998. the 

Lc~;islature directed the Commission to conduct various studies to be submmed to the Legislature by 

Febmruy IS. 1999. One study requires the CommiSSion to dctem1ine the cost of plll\'Jdmg h3SJc local 

tclecomr.lunic.~tions services for the incumbent locnl cxch1111gc compwucs ("LECs") opcrntin~; in 

Flonda. 1'his prccced,ng was established for that purpose. 

Nonhcast is a incumbent local exchange company with fewer than 100.000 access lines and 

quuhfics as a "smnll LEC" within the meaning of Section 364 051. Florid• Statutes ( 1997). More 

specifically, Nonhcast se,....cs approxi!11lllely 8,400 nt~ess hncs in Baker County, Florida. and has two 

exchanges. [Tr. 432) Nonheast has not elected price regulation and 1S regulated under the 

Commission's tnulitional fonn ofrute base, rate of return regulation. [ld.) 
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Nonh=t prcparod an emboddod co51 study as provided in Section J64.025(4)(c). FIQrida 

Statutes ( 19911), and submiuod th.: directtc:stamony of Lynne G. Brewer, who ruldrcssod assucs I, Sn and 

C. Th< prcp:m:d toircct testimony or witness Bn:wer was stipulate-d into the record wathout cross-

cxnnunntioa nt T . 431. Witness Brewer's composite exluhl'l (LGB-1) included the Company's 

embedded cost s.udy, was idcntl·ficd ns Exhibit 8 an!! ~ giJmillcd imo lht rro>rd wilholll ohjc<:lion. 

ttTr. 4311 The Stan· or the Commission prcp3rod exhibits consisting or Northeast's discovery responses 

:md d<-position IIUlt.<eripts, which werc identified as Exhibits 38 and 22. and in the absence or objections 

wen: admiucd into the record nt Tr. 492 and 48-., respectively. 

II . 

Dade Poti!IO!I 

For Nonhcast, the COSI of basic local telecommunications service appropriate for a prnrwncnt 

state universal service fund should be computod using the embedded cost model proposed by the small 

lECs. 11tnt co,;t was S64.91 per .access lin<: b3Sod on rcvi5od 1997 dau. 

111. 

lnun god rosiljons 

The Company's positions on the issues for publicaaion an the Staff Recommcndution nrc set 

fonh below and marked with llll asterisk (•). Where the Company has taken n position. the 

Company's analysis in suppon or its position is set fonh as "discussion" under each issue. 

h •u• I: Wh2t is the definition of the basac localtclccomnwni~atiolls service rcfcrtoo lv 
in Section 364.025(4){b),l'lorida Statutes? 

Position: • Tite d<:finition of basic locnl celccommunicntions service an Sccuon 
364.025(4)(b), Florida SUllutcs, is as sci fonh in Section 364.02(2). Florida Statutes 
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Disruuion: Section 364.025(4){b). Florida Statutes. was adde-d to Chapter 364. Florida 

Statutes. by Chapter 'J'i.-277. Laws of Florida. Section 364.02., Florida Statutes, defines cenain terms 

used '" ('h;optcr J<.-1, Florda Suuutcs. mc luding the tc:nn Hbasic hx-nl tclccomn•un•cations sen·icc." 

~.Fla. Stat. § 364.02(~). 

Smcc the term "basic local tclecommtmications service·· m Section )64.02$(4}(11) is ~cline() 

in Section 364.02(2), the Commission has no discretion to expand or modify the definition 

srcrifically provided by the Legislature for use in Chapter 36-11. 5« En·jn y Cnr.itnl Weeki)• !'osJ 

IlK.. •)7 So.2d 464, 469 (Fla. n9S7X"A statutory definition of n word is controlling and wt ll be 

followed by the Cou11$."): Vog:lle y Kni ght Bros Pap<"r Co, 118 So. 2d 664 {Fin. 1st DCA 1960) 

("When n smtute contains n definition of a word or phr:i$olhn1 mcnning musl be ascribed to the word 

or phrase whenever repeated in the same Statute unless a contra:ry intent rll:ar~l' aprcars,")(cmphasis 

i,n origmal). There is no indication in Section 364.02S that a definition other than the one m Soction 

364 02(2) should apply. Consequently. the Commission should resist all effons to usc a dcfi11ition 

o ther than the one prescribed in S.Xtion 364.02(2). Florida Statules. 

bsue 2: For purposes of dctermimng the cost ofb:lSIC local tclccommunicntions service 
appropnat.c for establishing a permanent universal service rnccharusm, what is the appropriate proxy 
model to determine the total fonvard-looking cost of pro,•iding basic local telecommunications 
scn·tcc pursuant to Section 364.025(4){b), Florida Statutes'! 

Posj!joo: • ConsiStent with the Company's positions on Issues Sa nnd 6. the Company 
has no position on this issue. 

'""~ 3: For purpO<SCS of dctcm1ining the cost ofb:lStC localtclccommunicntions service 
appropriate for establishing a permanent universal scn•ice muhanism. should the total forwurd­
looktng cost of basic local telecommunications service pursuant to Section 364.025(-l)(h). Florida 
Statutes, be determined by a cost proxy model on :. basis smaller than a wire centcr'' If so. on what 
basis should it be dctc:nnined? 

Posl(lon : • Consistent with lhc Company's positions on Issues Sa 110d 6, the Company 
lilas no position on litis issue. 
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l.nw: .. i; For purposes ofdetcnnining the cost ofbasrc loc<~ltelccommumcations service 
:.ppropriatc for establishing a permanent univmal service mcchanrsm. for c:~ch of the following 
catc~:oncs what input vnlucs 10 the cost proxy model identified in Issue 2 arc apJ,roprinte for each 
Flontla LEC ' 

(a I Ocpr.,d ation rn:cs 

(b) Cost of mon~y 

(c) Tox rmcs 

(d) Supponing structures 

(c) SIIIIciUrc sharing factors 

( () F iII factors 

(g) Mnn!10les 

(h) Fiber cable com 

(i) Copper cable costs 

(J) Dropos 

(k) Network inrerface devices 

tl) Outside plant nux 

(m)Digitalloop carrier coSlS 

(n) Tcm1innl com 

(o) Switching costs and ru;socintcd variables 

(p) Truffic data 

(4) Signaling system COSIS 

(r) Trnnspon system costs and associated variables 

(s) Expc:nses 

(I) Other rnputs 



Position: • Conststent wnh the Comp~ny's po)ohons on Issues Sa and fo. this issue docs 
not apply to the Company: therefore, the Company hilS no position on this issue. 

l.llllr 5 I t I : For purposes of detcnnining the cnstof basic locat tdccummunications s.:n·icc 
appropnate for C>t..btishong a pei11Wicnt unive=t ~'TVicc mechanism. for whoch Fl11tid• loc•l 
c\ch;mgr com1 'U\oes nust the cost ofbasoc IOClll klecommumcotions Sn\'icc be detnnunru usmg the 
cost prO\) mndc odmhli.:d in Issue 27 

flllltilw.: • The LECs " llh more than 100.000 access lines. 

Dh cuulon; Section I of Clwpter 98-277. Laws of Florida. amended Sectoon ~64 .025. 

Floncb StBtutcs, 16 include new subsection 364.02S(4)(b), (c) and (d). Subsccticns (b) ;md (c) of 

Section 36-1 02S(~). suue: 

(b) To assist the Legislature 111 cstablishmg a pemmncnt 
universal service mcc:hanosm, the commission, by Fcbruruy 15. 1')\11), 
shall dctenninc :rnd repon to lhc President of the Scnntr w1d the 
Speaker of the House of RcprcscnLiltives the total fonvard-looking cost, 
b:ued upon the most recent commcn:ially available technology and 
equopmcnt and generally ~ceptod design and pl:>c:cment pnncoples. of 
providing basic local tclecommunic:ations sen1cc: on • ba.~is no greater 
than a "ire center basos using a 'ost prolt)' mode I to bi: selected by the 
commission aJ\er notice and opponunity for hean n11 

(c) In detennining the COSt of provodrng biiStt locul 
telecommunications service for small local e\chMge 
telecommunications companocs, "hoch sef\ e less than I 00.000 access 
hnes, the comnussoon shall not be requorod to usc: the cost proxy model 
selected pursuant to paragraph (b) unul a mech:mosm is implemented 
by the Federal Government for small eompame:s, but no sooner than 
Jnnuary I. 2001. Tioc commission shall cntculatc u small locnl 
eXChange teleconrununicntoons C<>mpany's COSt of providing baste local 
telecommunications servoccs b:ued on one or the (ollowinll optoOn$ 

I. A doffcrent proxy model , or 

2. A fully dostributod allocauon or embedded costs, 
odenufymg hogh-cost areas withon the local exchn.ngc nrea the company 
serves and includrn!l all embedded investments and expenses oncurrro 
by the company in the provisoon ofunoversal sen•icc Such calculauons 
muy be made using fully distributed costs consistent woth 47 C F R " 
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12. :6. ll!ld 64. The geo8fliphic basis for the cotlcul>tions shall be no 
~maller thM a census block group. 

under th" plain IMguJI:!e of this sllltute. the Comm1ssion is only required to usc 3 pro~y 

mo.lcl for lo•.1l .xchangc compan1cs "'ith over I 00.000 oceus hncs. 1 c . the l:lll!< lECs. The 

rc3SOns the Commission should not use 1 proxy mo.lcl Wid should use nn embn!dc-1 cost mo<lcl lor 

the smalllECs arc explained under Issue 6(a), below. 

luuc S!bl: For each of the LECs icL ~tilied in (a), what cost results frorn usin~: the input 
nlucs idmlllied an IssueS in the cost proxy model idenulied in Issue 2? 

Podtlon: • Consistent ¥.1th the Comp~ny's positions on Issues Sa and 6. th1s i>SUc dOClo 
not apply to the Company: therefore. the Company has no position on this issue. 

bsuc 6/al: For purposes of detennming the cost of basic locnl telccornmunicntions ~crvko 
appropriate for establishing a pennancnl univctS3l service mechanism. shnuld the cos! nf bas1c loc•l 
lclccommumeations service for each of the lECs th>t acrved fewer than 100,000 access hncs b; 
computed usang the cost proxy model identified in Issue 2 w1th the input values 1dcntifocd in Issue 4° 

Position: • No. Small LECs hke the Company should be allo¥.cd to use :an embedded 
cost methodology. 

Discusdop: For the following legal and facluul rcaasons, the Commission should not 

dcternunc the cost of basic local telecommunications scrvtce for the small LECs using either of the 

proxy models pr=tcd in this procccdmg 

Lqpl RcuonJ 

Ao noted under Issue S(a), Scct1on 364.025(4). Flonda Statutes, contains spcciOc lan.;uugo 

::~ddrcssing the dctcnnirnnion of the cost of ba.stc local tclccommumotiom SCT\ ICC for small LEC"s 

1 h~t language IS 

(c) In drterrnm1n11 the cost of pro\'ithng ll;u1c local 
telccommun1c:atioru service for small local cxclwlgc 
tr lccommunicatio1U companies, which serve less than I 00,000 access 
lines. the commission shall not be rcqutrcd to usc the cost proxy model 
selected pursuant to pm11f3ph (b) until a mcchwusrn is tmplcmcntcd 
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by the Feder<~~ Government for small companie5, but no sooner than 
January I, 2001. The commission shall calculate a small h>Cul 
exchange telcx:ommunicotions company's cost or providing b:L!ie local 
trlceommunicationsiCIViccs based on one ofthc following option~· 

I. A diiTercnt proxy model: or 

2 A full) distributed allocauon of embedded co~ts. 
ldct.l ;ftms high-cost .~reu within the local exchange area the company 
serves • .nd including all embedded invcstmentN and expenses incurr~~l 
by the company in the provision of universal scrv1ce. Such calculations 
may be made using fully dtnributed costs conststcnt w1th 47 C F R ""' 
32. 36. and 64. The geogroph1c basis for the cmlcul:auons shall be no 
smaller tr::ut a census block group. 

Fla. Stat.§ 36-1.025(4){e). 

The \lOrds m th1s subsection clearly express the intent of the Flonda lcgisiDturc that small 

LE("s be allowed to usc 1111 embedded cost methodology in this proccc.•thn~t As cxplamC'\1 hy 

\ Jr. CUlT)'. c:.1ch of the small LECs, tnclud1ng the Comp:~ny, lu'e prcp31Cd and submnted an 

embedded, llllly distributed COst study using the principles tn FCC sccuon 47 C.I'.R .. Sccuons 32. 36. 

64 Md 65. (Tr. 2980] Section 364.025(4)(e)2. Florida Statute$ . clearly contemplates the usc of th1s 

type of model m this proceeding. Because the sutute allows the usc of embedded cost studies for 

small LECs and the small LECs have submitted embedded cost studtcs. the CommiSSion should usc 

them to dctcmttne the cost of basic loc3ltelceommunicatiOns Scr\ 1cc. 

Domg so is consistent with the npproach currently being u~ed by the I'CC A.~ no led by 

Mr. CUlT)' 10 hts l~timony. and as shown in the FCC's Uru•ersal Scrv1ce Order. the FCC ha. ruled 

1ha1 the a"atlablt proxy models ~ not appropriate for use b) lim:tll rur.~l local ••change c:uners at 

lh1s t1mc [Tr 2980] ~ Rcpon and Order, In the Maner pf Fedcrni·S!a)c JpjnJ Board on UmycrsiiJ 

Smkr, C't Docket No. 96-4S) (M~y 8. 1997). 12 F.C C.R 8776 1 291. Sc:c al!O i.!l at 294 ("We 

adoptahc Jotnt Uo:u-d': rcx:ommendahon 10 allow l'llr.ll C41Tlers to continue to rcccl\c suppon hu>rtl 
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1?11 t'ml...•tlJcJ ro.st•for oi lmst three )'Cars."}(cmph:uas added) Scc1ion 364.025(-l)(c). Flonda 

SlaiUICS, 1\':IS u '•l iiiCJ afler I he a'CC's Uni,·cm~l Stt"\acc Orucr WU$ issu<.'\1 and r.'Cilj;llt/C~ whal lh~ 

FCC had alre.ldy de ermined :.lx.ul lhc available proxy models, 1.c., lhcy should nol be apphc.l 10 

small LECs al lho. •'anc 

lmflC)namly. !here IS nol n single pany in lhis case 1ha1 riled ICSI!mony or look 1he flOSIIIOn 

1ha1 colhcr of lhc 1wo proxy models should be applied 10 lhe smllll LECs a1 lhis lime. In 1hc 

Prchc:mn~: Order, AT&T and MCI ck;uly SUit ''lear posalann I hal I he small U·Cs shoulll nul be 

rC<tuirru 10 U!'C lhe proxy models allhas lame. S« Order No 98-1303-PIIO-TP 31 3-1 and JS. In Ius 

lcslamony. AT&T's wnncss. Richllfd Guepc:, highligllled 1hc FCC's delcmunauon 1hn1 small LEts 

1101 be required 10 usc lhc •vaalable proxy models and agreed thai il maghl nol be appropnale for lhe 

small LECs 10 use lhc proxy models (Tr. 689,1ns 18-24) The IFCCA. FCTA. c spare Tame \\':uncr. 

Worldcom, OPC and 1he AG did nol file leslimony or W.e • posnaon in lhc Prchcann~: Order on llus 

•ssuc. In lhc absence of any record e\•idence promo1m11 1hc usc of 1he proxy m•l<lcls by 1hc small 

LECs, the Commission is legally for«loscd from applyang1hc rro•y models lu 1hc small LECs al 

1his lime 

Earlual Rci\QP) 

Even if 1he Commassaon os nol oblignled 10 usc the cmllC\ldcd cost approach adv<>cmcJ I>)' lhc 

snwll I lCs. 1hc record in lhas proceeding suppons th~ I' CC'• conc!Y~l!!n lhJI the 3\'UII~hlt pru\) 

models do nol ~~oorl. \\ell m lhe rural areas SC1\ed by the small Ll£s m FtondJ Thas poim 11oas m3de 

m lhc record Ml many limes. i1 would be Impossible lo hSI lhem all. 

For c~nmple, during Mr. Curry'& dcposilion, he generally explained 1ha1 lhe avaalublo pro~y 

models h>' c re~l problems rccrcaling I he network on 3 way rh:ll locales I he >tlual locauons of the 
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,u~t~rn= 111 rum! .ue;u. (Ex. 97, Tr. Page 8) Mr Wood. who wus promoung the Hatfield model, 

prO\'tdcd great dcto•l about the customer location problem 111 rural areas lie CXJ>I3tn~d that llu!liold 

.ancmpiS •n l''•'llroc~ing t~ locate customers using geocoding and that only 711". of the rcs•dcnccs m 

Flonda c:m be 1:< 'lCoJcd {Tr. 547) He also cxplatncd that I btlield do.:s not locate cUSlomn-s m 

ruralllt'C:IS "ho do not I• ave a street .uldn:ss. because they cannot IICOCOdc m mml a1ca.~ "here mral 

route nnd post office boxes nrc U$Cd in lieu of a Slccct addrC$S (Tr 5J?) On cross-.-:munallon. he 

conceded that the gcocoding success rate 10 rurul areas lil.c Boc3 Gr:mdc, L"" (scrvw by ALLTEI.) . 

• md l':macca \\35 1cro {Tr. 828 - 831 J Or. DufTy •• 'cno. \\hO t~lllicd fur llciiSuuth. :malyl<"<lthc 

ll:llficld nmdcl nnd found that the "nile of successful II<"OCod•n~t ·~ cxtccmcl) Ill\\ on the rural. lo" 

d~nsity ~~~:~of Flonda" (Tr. 'JZ7]. and presrntcd an cxhtbll showmg the extremely low succeSJ. mtcs 

1n rur.l areas hl.e Dt~ie Wid Levy Counues. wh1ch arc 10 ALL TEL's t<mtory (Tr ?29. Ex J 7) 

Dr St:uhr tesulied that Hatfield docs not butld to Ktual customer locauon. {Tr 1J 871 

The record IS also clear that the proxy models generally I'C$uh in cost estimates that arc h•llhcr 

than th, results computed by the small LECs usin·~ thctr embedded cost methodology lli 1':-1. 'J7. 

Tr 13. :mel Ll Dcpo Ex 1: :111d Tr J000-3002. ConSC<jucntl). the embedded cost melhoJolon 

used by the lmall LEC$ can be consadcrcd consctv.~ll\'e rclatl\e to the proxy models. 

Concluslou 

The embedded ccst models presented by the smaiii.ECs m bnscd on actual data aml rcsull "' 

COD!iCl"atl\c cost aumatcs. The record m this proc.eedmg supJIOrts the FC("< condus1on th~t the 

3\'a•lablc proxy models should not be applied to small, rural LI:Cs at th1~ lime Seeunn 

.'IM U25(~)(e). f·londa Statutes. rcOccts the wisdom of the FCC tn tlus oren .md supports a he 

conclus•on th>t sm3ll I.ECs should be allo11o cd to usc Wl embedded cost methodology ~or :hc.c 

9 



rc>SOns, the Commas<aon should de~mnrnc the cost of basac loul service for the small LECs usang 

the embedded cost methodology proposed by the smnll LECs in rhc testimony of l)cnnas Curry. 

l" ur blbl : If yes, for each of the LECs that SCI\c fc\\er than 100.000 access lanes, \\hJt 
cost 'CSUit> fwnt ISing the input nluc& adcntified 10 Issue 4 10 the cost pro\) modd 1dcnufied on 
Issue P 

• Not applicable. 

h sur 61~1: If not, for ench of the Florida LECs that SCI\'C fC\\cr than 100,000 ace= liens, 
"hat approach should be employed to determine the cost of b:urc local tclec'lntmunication.s sen occ 
and what rs the rcsultrng cost? 

Po•illon: • The small LECs shouH be allo\\cd 10 usc 1hc cmbedd<'<l cosl mclhodolog) 
dcscrihed on 1he 1cs1omony of Denms Curry. Under 1h1s nppronch, 1hc Company's re\lsed cos1 J>Cr 
ncccss lane is S(>4.91 , 

DhruHiop: As discussed under Issue 6(a), abo•·e, lhe small LECs should be nllo"ed 10 usc 

I he embedded COSI methodology explained by Mr. Curry In h1s dorecttcstimony Ool mcthodolog) and 

the onputs used 111 the model for the Company lUC cxplwned httc. The Company noles lhJI the record 

docs nol conlnrn nny testimony from any p31t)' ehallr:t1grng the small LEC ttnhcdd<d cos1 model 

Lokewisc, 1hcre as no tC$timony in the record proposin~t any OOJUSimcntS 10 Wl) of I he onpu1s used on the 

model b)' the small LECs Thos IS on stark conlf'lLSIIo the "ale oflhc rec<>rd as 11 re-lates to the t\\O pro~)' 

models :>nd lhc anputs used thereon. 

Mctbodol!!jQ' 

GrpcruL As explained by Mr. Curry, the cmbeddt'd rosl model used hy the .rmoll enn·.p.u1ocs 

OSSI!IIled all embedded non-lraffic scnsttl\ e pl:>nl In\ t1tmcn1s nncl I herr JSSOC13Ied <OSI5 along "llh 

the lool ponion of the embtddetlttaffic S.C:OSih,·e plan1 m•cstmcnts and their :a.ssoci.1cd cos1s lo 1hc 

cos1 ofbasoc locallelccommunicalions service. (Tr. 297'J) All non·planl rclalcd expenses currenlly 

allocu1cJ 10 loc~l sef\1cc 1hrough 1he sepnrallons process were also ~Us•gne.J 10 I he cost ofbuic local 
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lclccommumc.l•ons service. (IJ.) This IS consis1cn1 wnh lhe Appro3Ch useJ in 1l1c 1wo proJty models 

rrcscmcd in 1his rrocc.'<!ing. 1 rr. 2997-29981 

Period and Rtlur;•, All of lh< <moll LECs used 1997 cc>SIS and an II 2S~. rclum on 

m' cstmcm for lhc~r emt-: .ldcd sludaes. (Tr.2980) Whale lhc FCC has opened a dockello rc,.,,. thc 

return for rurnl I.ECs (Tr . 30 I 0 ). 11 hos taken no acuon 10 calhcr lower or r.usc thatrc1um lc,·cl a: tha$ 

umc. None of the parties proposed an adjusuncntto the return as used by the small l.I:Cs. 

NTS and I oop Plaat For purposes of !has dockcl, noaHrnffic srnsau,•c plant""' o.ssig~~cd 

100•. tO the state JUOsdaction "local service: bucket" in the COSt ~ludy. (Tr 2~81) Those COSI~ 

ancludcd all loop related phull, line port equipment. and COE tmnsmission equipment uiiiiLcd for 

providang local t.lial1one 10 customm. [ld.] All non-1raffic 'ensi1ivc local swilchang cquapmcm was 

aden1alicd and allocalcd m lhc samc manner as loop m~esuncn1. (ld.J Loop am~tmenl "as o.ssag~~cd 

10 the s1a1c Junsdacuon using a Gross Allocolor Fac1or of 1~ •• rcsuluns m "" loop rcla1cd planl 

hcang allocblcd 10 lhc local servace llUel.cl. (Tr. 2981-29821 Th1s was done •n (lnlcr 10 C3p1Urc ull 

loop cosls for I he purpose of I his univct'Slll service siUdy u1ih11ng Pan 36 co sung mcthodologac:s. ('I r. 

2CJS2J None of the panaes cllllllcnged lhas Approxh an lhmlestamony. 

Local Sltlltcblpg. Each comp:my :maly1.cd lhcar conunuing property records 10 de1ennmc thc 

non-trnffic sensaii\'C investment an line rclaled equapmem. common cqtupmcnl ntld (10\\<r cquapmcnl 

l rr 2'182] TI1e non·lmffic scnsah,·e local swilchang anvcslmcm was 1hc:n subtroclcd from 1hc lulol 

loc:U 5\0o uchanj; im cs1mcm 10 detcrmanc the local S\Oo1lchang tr.1ffic sensa II\ c Ill' eslmc:nl ( ld J Po" rr 

and common an,cslmcnl was spread 10 1raffic saWII\e :llld non-lraffic scnsaii\C swuching based on 

lhc rclaltvc anvcsuncnl in each. [ld.J A "10<41 dial office faCior" was Lhen dcvclor>cd by muhtplyang 

lhc pcrccn1 of non-lmffic scnsilave local S\Oollching invesuncnllimcs 100% wld oddanj;lhc produCI of 

II 



1hc pcn:c:nl unm~ sensito•'< invcstmcnlllmcs lhc "local" un\\clghled d1al cqu1pmc:n1 mmu1es "OEM" 

Fnc1or. [ld.) 1'11t dml office fne~or was thc:n ~ubs1i11ucd for 1hc OEM Fac1or 111 the universal scrv1cc 

<OSt s1~-tv [ ld ) None of lhc parties challenged this approach in •heir testimony. 

OJ.hu_ :Son·P• r1 36 Adjustmtnl! The small I.E(' methodology also 1n<"ludcd lhm: <•I her 

general mv<llficniiOI\S 10 n pure Part J6 appro~c.h. fn-sl. for those compames thai could no1 $q!:>r:uc 

local privolc line cosiS from swilchcd serv1ce cosiS, 1hc smnll ti!C npproacn moved local pnvalc line 

loop counts. local private line 1ermiruuion counts. local pnvDic hnc circuli m1lc counts. local pnva~c 

hne exclungc IIUilk circuit cqu1pmc:n1 mveslmenl ;mel loul pnutc line c~changc trunk c3blc Wid 

"uc investment 10 the interstate junsdtellon for I he study [Tr 298.11 Mo• mg these cOS I$ 111 

1111crswtc prOvl\lc.l n way for the small tEC 10 idcnltfy 1hcu cmb<:ddcd unl\crsal SCI'\' ICC costs. 1\hach 

\\Oul~ c'clude pri••atc line costs from the embedded cos11 llS requested by the CommiSSIOn Sl>fr 

lid.) 

Second. the small tEC methodology adjusted the Pan 36 Sludy 10 tHiudc costs for locJI 

pnvo·.c hnc balling nnd collcclion functions from I he embedded un1vcrs:1l sen tee costs. [ld I Tins 

"as done by reassigning local pm•atc line allocation fac1ors 10 1he mtcnlalc JUnsdiWon fld. ] Factor 

ch.ingcs mclude.l conu.c11, bilhng, and user allocations. (ld.) These local pn,alc line factors ••c1e 

.ISSIJ>ncd 10 the tntcrstolc jurisdiction 111 Pan 36 10 ensure that locnl priv~lc lane bllhnllaml•ollcction 

cost>. "ere excluded fr~m the embedded costs of universal sci'\ ICC :u rcqucslcd h) lht• Comm1u1on 

[Tr 298~·298.1 ) 

Thud, all e~pcn.scs. in••estmcnls aod rescr<'CS associated w1th p•y tekphoncs were rcmo•cd 

from the study. I fr. 2984] 

None of the p~nics c:hullcnt~cd these adjustments tnlhetrlcsllmony. 

12 



Northca! t's cost study was prepared by Lynne Urcwer using the m••thooology llcscnbcll 

above. [Tr. ~, SJ Tite Company used 1997 linanctal m(ormJhon for the regulated opcnuions of 

'lorthcast r;ond2 Telephone Company. (Tr. ~33 J Thlrlten·month avcr.~ges cor the pcrioo from 

December 31. I 996 through December 31, 1997 were us~'tl for invcsuntnt~. reserves, and dcfmcll 

ortcomc !axes. (I d. I For expcnses and other taxes, the Company used 19"J7 calemlar year dalll. (hi. I 

Depreciation reserve and the assoc1ated expense balances ,..._.,c stated in :accurdance "llh the I;Ut 

approH:d dc:pr«:1a11on rates prescnbcd by the Commisston m Doc\. <I No 9SIJ6.l(). Tl (I d. J The 

.t.ua that supports the embedded cost study is the same as that rcOected m the 1\ nnunl Report 

{I'SC'/AFA 18) ond the Telephone Eam1ng.s Surveillance Report (PSCJ \FA IS). wh1ch arc filed woth 

the CommiSSIOn, and the underlying dalll used to calculated the ll:ahon.al E•change C'amcr 

Assoc1a11on (NECA) Pan 36 cost Sludy (ld.l llowe•cr. the Company made an J.!Justmcnt to 

t<cl~dc all paystnhon·related costs, since these costs were mcludcd in the 19')7 intcrst.llc cost Stud) 

submttted to NECA. (Tr. 4341 On April IS, 1997, these costs "ere rcclassoli cilns non-regulated 

consistent ""h the FCC's Paystatoon Ordcr tn CC Docket %·128 (ld.l 

Northc.llit follows the FCC mandated accountmg rules a~ codolied m 47 C~R POlrts 32. 36. I..S 

and 69. (1'r.434] C•msequcntly, non-regulated achvrtics were removed from the rcgu1ntcd nccmorlls 

through the apphcauon of FCC Pan 64 rules. (ld J Dooni: so is consistent \\lth the rroccdurcs 

orlhcast follo"s m the development o( Its mterst3te cost SlUd) th3t IS submtllcd to N1·C A. (1d I 

TI1c average number of access hnes m the 5tudy was computed by t.d mg the average loop 

count mformation provided to NECA in the annun1 Univcn1n1 Scrvocc Fund (1JS r) dntn submiSSIOn) 

'"'the 1?97 and 1?98 filings. (Tr 43SI 
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Bused on the m"thodology and inputs cxpl3ined nbovr. the C'.ompany's total cmht'tltlcd cost~ 

a~ originally subnulled was S6J32,Si l or S65.87 per 3CCCSS line. (Tr. 435. Ex. 9) Using the rc\'I>Cd 

mfom1:a1ion suhmincd to the C'ommission on OctoberS. 1998. :md included an Exhibit 38, the re\'iscd 

tot:al c<'st is calculated to be $6.060,903. and the per line cost is SM.')I. 

Respcctrully submiucd !has 2nd dny ofNo,·ember, 1998. 
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C EBTIEJCATE OF SEB\'ICE 

I lll:.P EBY CI::RTIFY lh:l• a 1.rue c;opy of the forcgomg has been funushcd by U. S M:ul or h:!nd 
dehH'I)' ( • ) thts 2nd doyofNovc:mbcr, 1998, 1o the following: 

Willi.llll I' C'o\ • 
DI\ISIIIO oflcg:ll s.~vaccs 
Flond3 Pubhc SCf\ ace Comm. 
25~(1 Shum:ord O.o~ Ill\ d 
Tallahassee. FL 32399-08>0 

f:tl" ard l'aschall 
AARf' 
192) Atapha !"me 
lallahasscc. FL 32301 
Rollcn O•·:my!Nancy While 
c ·o N:mc) H. Sims 
BeiiSouth TelccommunoClllions 
1 ~~~ S Monroe S 1 • Suolc 400 
Tallahassee. FL 32301 

Da\ld B El"1n 
127 Rl\c:rsml. Ro;ad 
Cra" fordvolle. FL 32327 

BciiJWmn Ochshom 
Flonda Lcg31 Ser.accs. lnc. 
2121 Ddt~ Blvd 
T allahass.'C, FL 321()3 

su~n LangSion 
FTIA 
1• 0 llo~ 1776 
TaiiJh:~. FL 32302 

Gl C'. lnc 
clo Sl Joe Commumcauons 
I' 0 Bo• 220 
Pon St. Joe. Fl. 32~5(1 

Edwnrd Pascll!lll 
AARP 
1923 Atapha Ncne 
Tall~~.FL 32301 

Tracy Hatth 
AT&T 
101 N. Monroe St., Suite 700 
Tnlhthasscc. FL 32301 
E Vaetl I! lyd 
Ervin Law Fonn 
P. 0 . Dr:twcr 1170 
Tallahass«, FL 32302 

lautu G:allagher 
FCTA 
310 N. Monroe S11tt1 
Tallal=e. FL 32301 

Angela Green 
FPTA 
12S S. Gadsden St~ #200 
Tallahass«, Fl. 32301 

Kelly Goodmglll 

IS 

Frontier Commumutions 
ISO S. Clinton A ' 'enuc 
Rochester. NY 14646 

Kimbcriy CII.Swc11 
GTEFlonda 
P 0 . Box 100. FLTC0007 
Tampa. FL 33601 



l'mucw Grc<.,tc 
•toll31ld I 3·.v Fimr 
315 S. C 1lhoun S1., Suite 600 
Tnh>lu.ssc<., FL "2JOI 

Ch:u-hc Murphy,Tiooter Imhof 
!louse C'on•oni1:cc on Utiliucs 

nod Communi~ruions 
42& House Office Building 
Tallalwsce. FL 32399·1300 

Swvcn Ur0 \\11 

Intermedin Communications 
3625 Queen Palm Drive 
T:unpa. FL 33619 

lbonus " Bond 
MCI Telecommunications Corp. 
780 Johnson Fmy Road 
Sullc 70CI 
,\t!Jnt•. Gt\ 30342 
Flo)d Self 
;\lr:s.scr Law Firm 
P. 0. Oox 1876 
Tallahmcc.l"'. 32302 

1'\hchacl Gross 
Office o f Attomey Gcner.~l 
lkp;lnment of Legal AfT;urs 
The Cnpttol. I'L-01 
Tallahmee, Ft. n399· 1 ()50 

Curoly11 M:uck 
Time WatTIC1' Comntunrcauons 
P 0 Box 210706 
Naslw1llc. TN 37221 

Juhc S. Myers 
Snuth. Bryan & Myers 
Jll E l'.vl. A'mue 
Tall:al1:15SCC:, FL 32301 

Richard Mdson 
Hopping Law Firm 
P. 0 . Box 6526 
TallaMssc:c, FL 32JI.l 

David D=cl 
House OcniOC,rJtic Office 
316. The Cap1tol 
402 S. Monroe SL 
T3llalwsce. I'L 3239CJ. DOU 

Jim McGinn 
ITS Tcleconununicntions 
P. 0 Box 277 
lndianto\\1l, FL 3.1956 

Joseph McGlothlin 
McWhinC1' La" hrm 
117 S. Ga4bden Street 
Taii:Utli5Sa', FL 32JC: 

Office ofPubhc Counsel 
c/o The: Florid3 Legislat= 
Ill W. Madison St. #812 
T311Jthassec:. Fl. 32399·14()(1 

l'etC1' M Dunbar 
B.ub.vt\ 0 AugC1' 
Pcnmng1on l.;a"' f1m1 

P. 0 . Bo' !()()<)5 
Tallnhasstt. Fl 32301 
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John GutlU1e/Susnn Masten on 
Scn<tte Commmcc on Reg lnJ 
.l 18 Scn:1te OfTocc Buildmg 
Tallahas.scc. FL 32399 

Richard L. SJ!Cars 
Conununity Assoc: lnstuutc 
9132 R1dge PtncTr:ul 
Orllllklo. Fl '2819 



Thomil.S M. McCnbc 
'lrOS Tclc:cnm!Quincy Telephone 
P. 0 . Box lll9 
(.Jain<") fl. 32353 

l?atnd, Wtlll:llt~'Dorma C':uv.aM 
Will!:ins l.llw Ftnn 
I' 0 IJrnwcr I <>5 i 
Tnll~. FL 32.102 

Hamel Eudy 
ALL TeL l'londa. Inc. 
!'. 0. Box SSO 
li\'C Oak. f'L 32060 

Charles Rch-. anltcl 
Spnnt·Hon.t... I~ 
p 0 Uod214 
Tallahassee. 1'1. 3231(> 

Mi~hatl Twontt)' 
8903 Crawfordville Ro:W 
Tallalwscc. Fll.. 3231 0 

Brillll Sulmonctti 
WorldCom fechnologics 
ISIS S. Fedmd llwy .• Suuc 400 
Boca Rnlon.I'L 33431 

Bill Huttcnhowcr 
Vista· United Tclccommunic~llons 
P. 0 . Box 10180 
Lake Bucn~ V iSla. FL 32830 

John P. Fons 
Ausley .1( Mc.\1 ullcn 
P. O. Box 391 
Tallahnssce. I'L 32302 
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