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Marc:.l Morrell"• 
\lao Preslclent & G-ral Counael • Floftle 

Auodate Genvral Coull$81 
Anthony P. Gillman" 
LeaiJe Rtldn Stain • 

AtlorntyS' 
Kimberly Caswell 
M. Er1o Edgillgton 
Emnto M8yof, Jr. 

July 8. 1997 

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

Re Docket No. 910f73-TP 
Docket No. 970281-TL 

Dear Ms. Bayo: 

liji#l 
L.. [ .... L 

fiLE COPY 

GTE Tetephono OptBUOnl 

One Tempe City Cenler 
201 North Fr1nklln Slteal, FL TC0007 
Post Oltlee Box 11 0 
Tampa. Florida 33e01 
81 ~83-2GOCI 
813-20<4-!870 (FacalmUe) 

Please find enclosed an original and frfteen copies of the 01tect Test1mon1es of 

/ 

Steven A. Olson and Charles M. Scobie on behalf of GTE Flonda Incorporated for 
filing In the above matters. Service has been made as indicated on the Cenrficate of 

~-.Oot>ervice. If there are any questions regatding this matter. please contact ma at (813) 
.3_483-2615. 

Very truly yours, 

A pert of GTE Corpora11on 



CERTifiCATE OF SERVICE 

I HEREBY CERTIFY that copies o! .ne D~rect Testimonies of Steven A Olson and 

Charle$ M. Scobie on behalf of GTE Florida Incorporated in Docket Nos. 970173-TP and 

970281-TL were sent via overnight dellvllfY on July 7, 19!i7, to the parties on the attached 

list. 



. ' . 
Will ColCIManha Brown 
Staff Counsal 
Florida Public Service Commlulon 
2540 Shuma111 Oak Boutavard 
Tallallluee, FL 32399-0850 

Angela B. Graen 
Florid• Pub. Telecom,,. Ann. 
125 S. Gadsden SL, Suite 200 
Tallahassee, FL 32301 

Richard D. Melson 
Hopping Green Sams & Smith 
123 S Calhoun Street 
Tallahassee. FL 32314 

Lynn Brewer 
Northeast Fla.Tei.Co.lnc: 
130 N. Fourth Street 
Macclenny, FL 32063 

FemnSeay 
FIMalll Tel. Co Inc:. 
522 Nonh 5th Street 
Flontla, AL 364•2 

Tracy Hatc:h 
AT&T 
10 1 N Monroe St• at 
Sulla 700 
Tallahassee, FL 32301 

Robert Butty(Nanc:y 'Nhite 
eJo Nancy Sims 
Bell South T elecomm. Inc:. 
150 S . Monroe s:. Room 400 
TlllahaUN, FL 32301 

Harriet Eudy 
ALL TEL Florida, Inc:. 
208 White Aven1111, s.e. 
LIYe Oak. FL 32060 

John H. Vlughan 
SL Josaph Tel & Tel Co. 
502 F1!\h Stree1 
Pott St. Joe, FL 3245CI 

Robert M Poll, Jr. 
Indiantown Tel. Sya. Inc:. 
15925 S .W . Warfleld Blvd. 
Indiantown, FL 3-495e 

Chal1es J Rehwmkel 
Sprint·Florlde, Inc. 
1313 Blair Stona Road, MC 2565 
Tabha~Me, FL 32302 

Lynn 8 Hall 
Vlste· Uni1ed Tel Co. 
3100 Bonnet Creak Road 
Lake Buena Viall, FL 32830 

l..aune A. Maffett 
Frontier Comm of the South 
180 S. Clinton Avenue 
Roc:hestor, NY 1•~00 

Tom tJc:Cabe 
Quincy T elepllone Co 
107 W Franldtr Street 
Quincy, Fi. ':351 

Boll Thomas 
Gulf Tal Co. 
115 W. Drew Street 
Perry, FL 32~7 

Moc:hael J Henty 
MCI Talac:omm Corp 
780 Johnson Ferry Road 
Suote 700 
AUanll, GA 303<12 
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GTE FLORIDA INCORPORATED 

DIRECT TESTlMONY OF STEVEN A. OLSON 

DOCKET ~'')8. W01'n-TP AND t70281·'ll. 
• 

o:\IG!ttf,l 
fiLE COPY 

5 Q. PLEASE STATE YOUR NAME A~D BUSINESS ADDRESS. 

6 A. My I'IIWM Is Steven Olson. My business address Is 600 Hidden Ridge 

7 Drive, Irving, Texas 75038. 

8 

9 Q. BY WHOM AND IN WHAT CAPACITY ARE YOU EMPLOYED? 

10 A. I am employed by GTE Telephone Operations as a Ma~ of 

·11 Regulatoty Aocxultlng. In this position I have regulatory oocounling 

·12 responsibility fOf GTE's regulated tu ephone operations wtlictt Include 

13 GTE Florida, Incorporated. 

14 

15 Q. BRSEFL Y DESCRlBE YOUR EDUCA TlONAL BACKGi\OUND AND 

16 WORK EXPERIENCE. 

17 A. I graduated from Central Michigan University, Ml Pleasant, Mtchigan 

18 

19 

20 

21 

22 

23 

24 

25 

with a Bachelor d Scienoe degree in Accounting. I have a Master of 

Buslnau Admlnlatratlon with a concentraUon in Federal Tax from 

Western Michlgen University, Kalamazoo, Michigan. I am a Car11fiod 

lntemal AudiiOf. I have held a number of positions of increasing 

responsibility within l:iTE. including positions In General Accounting, 

Budget. Internal Auditing, Regulatory Eamlnga end Analyala, and 

Reguletory Aalountlng. 1 have held my cumtnt position of Manager • C • E 
oort ·~· •· · • 1

'
1 

R.egulatory Accounting since June, 1996. 0 6 6 4 '3 JUL -8 :;; 

fr~.C 1 1 C I•' t CRliNG 



1 Q. WHAT IS THE PURPOSE .JF YOUR TESnMONY? 

2 A. The PIXPOM of my~ Ia to explain the prooe" uN<f by the 

3 Company to det.ermlne whether the Company's Pay Telephone 

4 Operatlona ara aubtld!zed by other ~ervlces. M)'" analyalt 11 

5 contained In the 'Public Talep.'lone Slblldy Analytls • 1995 Actuels', 

6 Identified u Exhibit S0-1 . This exhibit contains lh6 financial data 

7 prepared IM'Ider my 8Up8.'VIsion to which I am testifying 

8 

9 Q . WHAT DO THE FCC ORDERS IN DOCKET NO. ~-128 REQUIRE 

10 IN THE WAY OF PAYPHONE SUBU OlES? 

11 A. FCC Report and Ol'der 96-388 at 11 186lt.alas: "We requlnl, pursuant 

12 to the mandata of Section 276(b){1 ){B), Incumbent LECs to remove 

13 from their intraatata rates any charges that recover the costs of 

14 payphones." 

15 

16 Q. HOW DOES ONE DETERMINE WHETHER A PARnCL•LAR 

17 SERVICE IS BEING SUBSIDIZED? 

18 A To determine wheCher alltnldy exists, compare the annual revenue 

19 associated with the service with the annual cost Incurred to provide 

20 the service. If the revenue generated from the service equals or 

21 exceeds the HrVIoe'a cost, there Ia no subsidy preae,t. 

22 

23 Q. IS GTE FLORIDA PAY TELEPHONE OPERA nONS SUBSIDIZED 

24 BY OTHER OPERA nONS? 

25 

2 
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2 

3 

A. No. The revenues gen .ated by GTE's Pay Telephone Operation 

cover the COita GTE lna.n in providing this service. The &Mual 

revenue associated with GTE's Pay Telephone Operation for 1995 is 

4 $20,87 J,637. Total aMuallntrastat.e costs Incurred tct provide this 

5 service In 1995 Ia $16,n6,835. Therefore, it Is clear that the 

6 revenue generated from Pay Telephone Operations Is aufficlant to 

7 a:rver the costa d providing the service. A$ such, no aubsldy exists. 

8 

9 Q. HOW DID GTE DETERMINE THE ANNUAL REVENUES 

10 A8SOC1ATEO WITH PAY TElEP. 'ONE OPERATIONS? 

11 

12 

A. A 1995 test yNr was chosen for the Company' a oompllallon or Its 

annual revenue a11oclated with Pay Telephone Operations. The 

13 financial and 8CICOUlllng inf01Tll8tion utilized In the development of the 

14 •lbsldy evaluation Is taken directly from the books and records of the 

15 ~ ry. The bool<s and records d the Company are maintained in 

16 accordance with the Uniform System of Accoun:: for Cl"ss A 

17 telephone companies as prescribed by Part 32 of the Federal 

18 Communication• Commlsslon'e ("FCC' ) rules and utilized by the 

19 Florida Public Service Commission ("Commission"). Revenuos 

20 associated with Pay Telephone Operations are recorded to apeclflc 

21 subaccounts within the Uniform System of Accounts These 

22 ·~and the revenues recorded to eactt auboccount ere 

23 shown on Exhibit S0-1. 

24 

25 
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Q. 

A. 

HOW DID GTE DETERMINE THE ANNUAL AMOUNT OF COSTS 

INCURRED TO PROVIDE THE SERVICES? 

The COlli lncumtd to provide Pay Telephone Operations conalat of 

llx component~. • 

1) Access line expense 

2) Direct expenae 

3) Indirect general and administrative expense 

4) Depnldatlon expense 

5) Income tax expense, and 

6) Return on Investment 

12 The financial data required to determine these costa were ta.ken 

13 dinldly from the books and records of the Company. The total state 

14 expense Is 1epan1ted between the state and interstate jurisdictions 

15 using the coating methodology prescribed by the FCC in rta Part 36 

16 IWld Pat169 Nlel. These rules have been tho accepted standard in 

17 the telephol~elnQJstry to establish the direct assignment or allocation 

18 of revenues, expensea, and Investment between jurlldictlons. For 

19 selected Items that could not be specifically identified in the FCC 

20 separation aludy, total state Pay Telephone Operations expense 

21 were aepareted to Intrastate using a GTE Telephone Op&ratlons 

22 average lrltraUte aeparatJon factor of . 75 (75% ). An explanation of 

23 how each coat component was determined by the company follows. 

24 

25 



1 ~· Une Expense ol ~.722,871 contain• the cost of the central 

2 office switching facility end the local loop facility. Thle calculation 

3 was developed by taking the monthly lc.op cost times the average 

4 payphone acceu line time• 12 months. When U1e intrastate 

5 aeparatlon factor Ia applied, the result for total Intrastate expense is 

6 $3,542,153. 

7 

8 Direct Expen ... of $8,484,871, are those expenses recorded to 

9 specifiC subac:ooYnts within the Uniform System of Accounts 

10 auoc:iated with Pay Telephone Operations. When the Intrastate 

11 separation factor Ia applied, the result for total Intrastate expen.ae Is 

12 $6,874,871. The aubaccounts from which these expans& ara 

13 ld&ntified are shown on Exhibit S 0-1 . 

14 

15 Indirect ExpenHa as~ted with Pay Telephone Operations of 

16 $3,387,484, lndudes lndltect Expanse BaMCI on Corporate 

17 Operations end Indirect Elcpens&-Other. Indirect Expense Based on 

18 Corporate Operations was determined as a percentage of Total 

19 Compsny Corporate Operations Expense based on the percent of 

20 Pay Telephone Operation• revenues to Total Company Revenues. 

21 Indirect Expanse-Other include• amount• recorded to the bookll of 

22 the Company baMCI on specifiC functional or budget center codes 

23 an.d the aec:ondaty lmpacte of the FCC Part 69 aeparatlon atudy 

24 auodated with Pay Telephone Operation• other than thole 

25 8lCp«lS8S rec:a ded to tne direct expense accounts In Exhrbit SO -1 or 

5 



1 those expenses recorded tc the corporate operations expense 

2 IICOOU'Ita. 'Mlln lhe 1n1rut11te ~ fector Ia applied, tha raauh 

3 for intrastate Indirect expense Is $2,705,007. 

4 • 

5 Depredation Expenae of $1,209,715 1s equal to the Increase In the 

6 Acct.mulated Deprec:latlon, Account X351-Depredalion-Public 

7 Telephone Equipment lclen1ified by apeciflc coat element oodea. tor 

8 the year 1995. lnlrutata depleciation expense Ia $923,603 

9 

10 lntraatata Income Tax Expen" of ; 2,731,201 was determined 

11 utlng a GTE avenge Federal and State Income Tax rate of 40% 

12 tlmea the lntraatate Net Income Before Taxes of $6,828,003. The 

13 result would be a Net Income for Pay Telephone Oparationa of 

14 $4,096,802. 

15 

16 Return on lnvw1mant of $293,672 was calculated by multiplying the 

17 Net Public Telep.'lone lnveatment of $3,329,610 for GTE Florida, 

18 Incorporated time• their expected Authorized Retea of Retum If the 

19 Company wu not under price regulation. When the Intrastate 

20 separation fador 11 applied the total Intrastate ratum on lnveetment 

21 is $233,258. 

22 

23 Q. IS THIS PROPER METHOD OF DETERMINING COST FOR 

24 

25 

SUBSIDY? 

6 



1 

2 

A Yes. A.. st.ted prevloualy In my teltlmony, In order to detennlno 

whether a subtlety exists, you must <Xlf'llPWe total annuel coat• 

3 lncunld to provide the eec .a with total amual revenues esaoclatecl 

4 with the HfVI~. The compUatioo or revenues ~ expenses 

5 desaibed above reflect the Oecember 31 , 1995, actual twelve month 

6 results or operellona ror Pay Telephone Operations In Florida. The 

7 methods UMd by the ~ for the absidy evaluation enaure that 

8 total revenue• and total co1t1, both direct and indirect, which are 

9 associated with Pay Telephone Operetions have been Identified 

10 

11 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

·12 A Yes, It does. 

'13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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0oc:ke1 Noe 87017l-TP and 870281-Tl. 
EllhblS0-1 
Plige 1 of 1 
FPSC Ellhlbll 

PUBLIC TELEPHON£ SUBSIDY AHAI.YSIS · 1H5 ACTUAL 
State: OTI! Florida, Incorporated 

Amounts In Whole Dollars 

lncomt SIAttmtnt 

Revenuu 
5001.40 Seml-pub6c ntCUnlng flat r11.e 
5010.10 Loeel pubic metA!Qt 
5010.20 Local semi-pubic ,_.gt 
5010.30 Olhtt pubic~ 
5050.Ml CPE • s-)llli~ ~ 
5060.54 NRC • peylla1lon 
S1lCUOC lntralata Toll ComTI I>-. 

TotaiR-

Expense • Olfed 
6351.10 Public term coin equip. • mllnlentnce a nd reJ)lllr 
0351 .11 Public 111rm coin ·11--.11 
0351 .30 Publk: other equipment~,.. • M&R 
8351.31 Pub6c oilier ·lnllall 
662323 Coin telephone colledon 
6623.24 Public telephone oommlulon • Interstate 
662325 Puble t.lej)hone ~ ·lntraltate 
882328 Puble telephone ~ ·local 

Total Oked Expense 

EMpense · Indirect 
Corporate Operallons 
Othor Indirect·~ 

Totallndiracl EllptnM 

Expense • OePteciatlon 

Net lncom. Belora Taxea 

Federal and stele Income TUM 040016 

Net Operatlne Income 

Net Operallnglncome R.q""-nt 01.12% 

1,800,010 
118,034 

874,781 
8,354 

1.207,307 
2,832 

1,358,843 
1,Z33.~ 

2,0&0,841 
02-4.000 

• 

$1.248,087 
13,147.237 

1,103,742 
217,152 

45.284 
(1 ,177) 

6.113.302 
$20,873,837 

$3,542,153 

8 .874,871 

2,705,007 

823,8Q3 

0,828,003 

2.731.201 

4 0911 D02 

233250 
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