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' AUSLEY & MCMULLEN 
ATTONH~YS AND COUHaC:LO"S AT LAW 

Il l' aOUTM CA ,.l-40UH .T-.CC:T 

tt-.o . e ox ~·· tr.1 ~ .Jt.)Oi l 

TAL\.A~A8Sllt . r LQJUO A .)I.JO I 

t.o-1 II ... H . rA,J~. I.O.C I III 1e•o 

July 8, 1997 

BX BlJ .) DILIYIBX 

Mo. Blanca S. Bayo, Director 
Divioion of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Talla.haosee, Florida 32399-0850 

Re: Docket Nos. 970172-TP, 970173-TP and 970281-TL 

Dear Ms. Bayo: 

Enclosed for filing in the above - referenced docket are the 
original and fifteen (15) copies of ALLTEL Flo rida, Inc.'s Direct 
Testimony and Exhibit of Harriet E. Eudy. 

Please acknowledge receipt and filing of the a bove by stamping 
the duplicate copy of this letter and returning the same to this 
wri t:er. 

Thank you t or your ass istance in th1s matter . 

Enclosures 

'J::: All parties o f record 
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I HERBBY CBRTIPY that a true and correct copy of the foregoing 
has been !urnhhed by U. S. Mail or hand deli very ( • l this 8th day 
of July, 1997, to the following: 

William P. COx • 
Oiviaion of Legal Services 
Florida Public Service Comm. 
2540 Shumard Oak Blv~ . 
Tallahassee, PL 32399-0850 

N• .1cy H. Sima 
BellSouth Telecommunications 
150 s. Monroe St., Suite 400 
Tallahassee, FL 32301 

Laurie A. Maffett 
Frontier Telephone Group 
180 South Clinton Avenue 
Rochester, NY 14646 

Anthony P. Oillma.n 
c/o Ken Waters 
OTE Florida, Inc. 
106 E. College Ave., Suite 
Tallahassee, PL 32301 

Bill ThomA& 
St. Joseph Telephone 
St. Joe Communications 
Florala Telephone 
Gulf Telephone 
P. o. Box 220 
Port St. Joe, FL 32456 

Rober~ M. Poet, Jr. 
Indiantown Telephone 
P. o. Box 277 
Indiantown, PL 34956 

Lynne C.. Brever 

1440 

Northeast Florida Telephone 
P. 0. Box 485 
Maccle.nny, PL 32063 

Thoma& M. McCabe 
Quincy Telephone Company 
P. o. Box 189 
Quincy, PL 32353 

Charlea Rehvinkle 
Sprint-Florida, Inc. 
P. 0. Box 2214 
Tallahassee, FL 32316 

Lynn B. Hall 
Vista-United T~lecommunications 
P. 0. Box 10180 
Lake Buena Viata , PL 32830 

Tracy Hatch 
AT~T Communications 
101 N. Monroe St., Suite 
Tallahaeeee, PL 32301 

Angela Green 
PPTA 
125 s. Gadsden St., Suite 
Tallahassee, PL 32301 

David Erwin 
Young Law Firm 
P. 0. box 1833 
Tallahassee, PL 

Ric hard Melson 

32302 
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Hop.J it·~ l..u1 u ure .. u ... amo " Smith 
P . ) . Box 6526 
Tallahassee, PL 3231 4 
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ALLTBL FLORIDA, INC . 
D0CXBT NO . 970281 -TL 
DOCXBT NO . 970172 -TP 
DOCKET NO . 970173- TP 
FILBD: July 8, 1997 

BBPORB THB FLORIDA PUBLIC SBRVICB COMMISSION 

DIRBCT TBSTIMONY 

OF 

HAR.RIIBT 3. BUDY 

Please state your name and business addreos . 

My name i s Harriet B. Budy . My business address is 206 

White Avenue, Live Oax, Florida, 32060. 

By whom, and in what ca.pacity, are you employed? 

I am employed by ALLTBL Florida, Inc . ("ALLTBL" or the 

•company•) as Manager, Regulatory Hatters . 

Please describe your educational background. 

I wa& grA~uate~ trom North Ylorida Junior College i n 1966 

with an Associate in Arts degree. I bog an wo rk i ng for 

North Florida Telephone Company (the predecooso r o f 

ALLTBL) in the accounting and coat separations areas . I 

became a supervisor in the regulatory department i n 

1987, .md I have held my current position in that 

department since 1991 . 

00"!'"' '~ r " n L':.J E 
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A. 

Have you ever testified betore the Florida Public Service 

COIIIIIission? 

Yes. I ba~e testil!ied numerous times before the 

Commis sion on a wide variety or regulatory issues. 

including, but not limited to, extended area service and 

alternative toll plano , inside wire maintenance . 

intrat.ATA presubscription, ~ded irterconnec t ion, 

universal service, 904 NPA Relief and Shared TenAnt 

Services. 

What is the purpose or your testimony? 

The purpose or my teatinony is to 111 describe ALLTBL and 

its pay telephone operations in Plorida , and (2) provide 

evidence on the issues in this case. 

Have you prepared an exhibit to accompany your prepared 

direct testimony? 

Yes . Bxhibit (HBB- 11 io an exhibit consisting of one 

document and was complied under my direction and 

supervieion to accompany this testimony . 
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Abgv.t ar,umz 

Where does ALLTBL provide loca l exchange services in 

Plorida? 

ALLTBL provides local exchange telecOiliiiUnicat ions 

services to all or parts or thirteen (13) counties in 

North Central Plorida. This service is provi ded under 

authority from the Commission as evidenced by 

Certificate• or Public Convenience and Neceseity . We 

serve all or the counties or Suwannee , Hamilton and 

Lafayette and parts or the counties ot Alachua, 

Gilchrist, Bradtord, Nassau, Marion, Putnam, Clay, 

Columbia, St . Johna and Union . 

Row many exchanges has ALLTBL established to serve this 

area? 

The Company presently has t•renty- seven (27) exchanges 

which are located at Alachua, Branford, Brooker, 

Callahan, Citra, Creece nt City, Dowling Park, Plorah.ome, 

Florida Sheriffs Boys Ranch, Port White, Hastings, High 

Springe, Hilliard , Interlachen, Jaeper, Jennings , Lake 

Butler, Live Oak, Luraville, Mayo, Mcintosh , Melrose , 

o range springs, Raiford, Waldo, Wellborn , and White 
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A. 
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A. 

Springs. 

What ·is tbe geographical size and density or the area the 

Ccuq>any serves? 

ALLTRL's aervice territory is approximately 3,700 square 

miles. As or December 31, 1996, ALLTBL served 

approximately 76,612 access lines. 

What do these density figures reflect? 

These f igures reflect the type or area we serve, i . e .. a 

predominately rural agricultural area. We do not serve 

a major urban area or city. Rural areas tend to be mo•e 

costly to serve, both in terms or the cost of init1al 

construction and in terms o r operating and maintenance 

coste. 

What is the significance ol these size and density 

statistice? 

These aize and den1ity statistics are very signi f icant. 

Because ALLTBL is smaller and has rawer cu1tomers than 

the large, price regulated LBCs operating in Plorida, it .. 
ie relatively more ditticult for ALLTRL to deal w1th 
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revenue losses without seeking general rate relief . 

Has ALLTBL elected to be regulated under the •price 

regulation• provisions in Chapter 364 , Plorida Statues 

(1995)? 

No . ALLTBL is a •small local exchange telec::mnunicat ions 

company• within tbe meaning of Section l r 4.052, Florida 

Statutes (1995), and has not elected price regulation aL 

thil time . Accordingly, ALLTBL remains on rate or return 

regulation. 

How many pay etotione dooo ALLTBL have? 

As of June 30, 1997 , ALLTBL had 272 semi-public pay 

phones and 103 public pay phones. These st&tistics arc 

significant because they show that developing and growing 

the pay telephone busineu is nc.t a high priority for 

ALLTBL. Rather, ALLTBL has looked at pay telephones as 

an integrated part of the public service functions that 

LBCA like ALLTBL have always provided. 
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Q. 

A. 

Q. 

A. 

What is the amount or intrastate payphone subsidy. if 

any, that needs to be eliminated by ALLTBL pursuant to 

Section 276 (Bl (1) (bl or the Telec011111Unicat ione Act of 

1996? 

None. 

Please explain. 

Pirsc, it should be noted that ALLTBL is not one of the 

local exchange companies ("LBCs") to which a protest o r 

the PM order waa directed. All o! the parties to this 

docket had an opportunity to protest che PM order as it 

related to ALLTBL, but no one did . Moreover, no one has 

complained about ALLTBL's pay telephone tariffs in this 

proceeding. The protests tiled in this case only relate 

to GTB and Bellsouth. That being the case, it would 

appear that market participants saw no burning need to 

identify and eliminate a "subsidy" !or ALLTBL. Indeed , 

it would appear thac market participants evaluated the 

potential "subsidy" amount tor ALLTBL and decided not to 

protesc the PM order as it r elates to ALLTBL or complain 

about ALLTkL' s tariffs . The Commission should take a 
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hint from the market participants and dec~!ne to 

investi gate the possibility of a subsidy any further . 

Second, even if there is a burning need to compute a 

"subsidy" amount, ALLTBL is not sure how an intrastat e 

subsidy woulCS be properly calculated and applied to 

ALLTBL . ALLTBL' s pay telephone and access rates were 

established in a rate of return/ res idual rat:emaking 

environment: . ALLTBL' e intrastate pay telephone and 

access rates were not •cost-baaed• when they were 

adopted, and ALLTBL knows of no cost methodology 

previously adopteCS by the PPSC th.at can be r ationally 

applied to ALLTBL tor a group of services 1 ike LEC 

provided pay phone services. Oete~ning the levels of 

revenues anc1 expenses associated with ALLTBL's pay 

telephone operations is inherently dHUcult: and 

judgmental, because ALLTBL's accounting systems wqre not 

designed for the purpose of generating information on pay 

stations as a line ot buainese. Consequently, ALLTBL i s 

not aware or any •correct • method to identi ty an 

i nt rastate •subsidy• in this situation with the precision 

necessary t o drive a rate change. 

Third, eve"\ it some calculation by some party or the 

Staff indicates that there i s a •subsidy,• ALLTBL 
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believes chat there is no subsidy to be eliminated for 

ALLTBL because it remains on rate ot return regulation 

and is earn.ing within its authorized range of rates of 

return. Any rate reduction forced by the Conmission in 

this case could result in a need tor a local rate 

increase or some other form of rate relief . Por the 

Conmission to use some cost methodology to calculate a 

•subsidy• and chen remove the •subsi dy" when ALLTBL is 

not earni.ng above its authorized earnings level would 

amount to impruper single issue ratemaking . 

It an intrastate payphone subsidy is identified, do the 

FCC's Payphone Reclassification Orders require the 

Florida Public Service Commission to specify which rate 

ele~~~e.nts should be reduced to eliminate such sub!!l.dy? 

This is a legal issue that will be fully discussed in 

ALLTBL's brief . However, dB the letter attached to my 

testimony shows, it would appear that the Common Carrier 

Bureau ot tbe PCC has taken the position in a letter to 

another state commission that the PCC' s orders do not 

specify specific rate elements to be reduced. 

If an intraLtate payphone subsidy is identified, what is 

the appropriate rate element (&) to be reduced to 
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eliminate such subaidy? 

As noted above, there is no intrastate payphone subsidy 

t hat needs to be eliminated by ALLTBL. However, It 1.1 

subsidy is identified and need1 to be elimint~ted, ALLTBL 

believe• that the tollowing principles should ~pply . 

Piret, it should be noted that ALLTBL is required by 

Florida law to make certain access charge reductions on 

an an.nua l bas ill. This provision is in Section 

364 .163(6), Florida Statutes, which provides that LECs 

•whose current intrastate switched access rates are 

higher c:han ic:s i nc:erac:ac:e ewicched access rates in 

effect on December 31, 1994, shall reduce its intrastate 

switched acce1e rates by 5 percent annually beginning 

October 1 , 1996. • It the reduction, it any. could be 

applied as part or the 5t annual access reduction (rather 

than in add,ition to), ALLTBL • ould ouggest that the 

•subsidy• be applied to the i ntrastate carrier conmon 

line rate element ("CCL") . Th1s would make sense, 

because there is no indication in the PCC orderG that 

rate reductions, it any, should be independent or any 

other rate reductions that might 1 1 required. 

Second, it the reduction, it any, is not going t o be 
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Q. 

A . 

applied as part or the st annual access reduction ( rather 

than in addition to), the reduction should be appl ied to 

intrai..ATA toll rates . This makes sensa a1 a second 

alternative becau1e or recent changes in tho intraLATA 

toll market and the likelihood that ALLTBL will be facing 

more competition in the intraLATA toll market in the near 

future. It is also appropriate because it would allow 

end user customers to benefit from the reduction. 

If necessary, by what data should revised intrastllte 

tariffs that eliminate any identified intrastllte payphone 

subsidy bf tiled? 

As noted abovo, thoro io no intrastate payphono subsidy 

that needa to be eliminated by ALLTBL . However. if a 

subsidy is identified and needs to be eliminated, ALLTBL 

believes that the following principles should apply . 

If the reduction, is applied as part of the 5\ annual 

access reduction (rather than in addition t ol by applying 

it to the intrastate c11rrier c011100n Una rate element 

( •eeL•) , the tarirt tiling should be made eo that the 

tariff wou1d be effective on October l , 1997. Otherwise, 

the tariffs should be required to be filed within 30 days 

ot tbe date of the final order. 
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Is Api"il 15 , 1997, the appropriate ettective date Cor 

revised intrastate taritta that eliminate any identitied 

intrastate payphone subsidy? 

No. None or the PAA protests in this case were directed 

to ALLTBL, and no one baa challenged the Company• s 

intrastate taritt. Likewise , the PPSC has not issued an 

order requiring that ALLTBL hold any relevant revenues 

subject to refund . Aa noted above, s ince AL~TBL is not 

i n an overeai"ninga situation, there would be no basis for 

holding revenues subject to refund anyway . 

Accordingly, the FPSC should not impose a retroac:ti ve 

effective date tor any tari rt change ordered in this 

docket. It a reducti on to the CCL ia ordered, the 

ef f ective date or the tar i tt revisions should be October 

1, 1997. It it should be applied to so~ other element. 

t he effective date should be as providfd by Florida law 

based or the filing date tor the t arif f as provided in 

t he tinal order . 

Does that conclude your direct testimony? 

Yes . it does . 
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