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885 amount of regulatory intervention is required to produce reasonable rates. Hence,

886 overhead costs determined for UNEs, even without considering the flaws inherent in both
887 the Physical Collocation Tariff Order and ONA Tariff Order methodologies, remains the
888 most econontically rational approach to setting a ceiling for overhead loadings assessed
889 for payphone services.

890

891 Q. PLEASE IDENTIFY THE OVERHEAD LOADING APPROVED BY THE PUCOQ
892 SPECIFIC TO SBC OHIO'S UNE RATES IN CASE NO. 96-922-TP-UNC,

393 A Though the PUCQO’s Ameritech TELRIC Order does not identify a specific overhead

894 loading value, after having made the revisions required by the PUCO and running its

895 overhead cost model consistent with the Order, SBC Ohio arrived at an overhead loading
896 equal to approximately **32%** of direct costs. Said another way, the PUCO allowed
897 SBC to recover its direct costs plus an additional **32%** associated with overhead

893 costs not directly assignable to any given element or service.24

899

900 D. PAO PROPOSED ACCESS LINE RATES

901

902 Q. CONSISTENT WITH YOUR DISCUSSION ABOVE, HAS THE PAO BEEN

203 ABLE TO CALCULATE PAYPHONE ACCESS LINE RATES IT BELIEVES
BEST MEET WITH THE FCC’S NEW SERVICES TEST, AND AS SUCH,
905 SHOULD BE ADOPTED AS PERMANENT RATES BY THE PUCO IN THIS

906 PROCEEDING?

M See Ameritech TELRIC Order pages 35-57 for a discussion of SBC Ohio’s proposed shared and
commeon cost model and the revisions required by the PUCO thereto.
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** TABLE INCLUDES CONFIDENTIAL DATA **

PAO PROPOSED ACCESS LINE RATES

Actess Areas
Row Descriptfon B | c [ 0 Sourte

1 Totat Annual LRSIC costy $7.66 $9.81 $11.99  Jure 2000 Cost Study, Dr. Cumia Exhibi 2, pg. 1 of 4
2 PUCO Approved UNE Owrhd. 1.32 1.32 1.32  PUCQ Amaritech TELRIC Oeder
3 Total Direct + Ovrhd. Costs §10.14 $12.95 $15.83 Row!'Row?2
4 EBC Ohio Curreni EUCL {$5.39) {$5.39) ($5.38) SBS Ohie Tarlf F.C.C. Na. 2, Page 79
5 Now Services Test Compliant

intrastate Access Line Rate $4.72 $7.66 $10.42 Rowd+Rows

E, USAGE RATES

Q.

HOW DID THE PUCO ESTABLISH INTERIM RATES ASSOCIATED WITH
LOCAL USAGE SERVICES?

In its Interim Rate Order, the PUCO relied upon SBC Ohio’s TELRIC-based Unbundled
Local Switching (“ULS") rale as a proxy for retail usage costs ($0.003226 per minute or
fraction thereof). Likewise, in an effort to maintain SBC Ohio’s existing local usage rate
structure (2 “per message” rate structure), the PUCQ created an interim per message rate
based upon an assumption that a message would, on average, last approximately 4.9

minutes.

DOES DR. CURRIE’S JUNE 2000 LRSIC STUDY DISCUSSED ABOVE
INCLUDE LRSIC COSTS SPECIFIC TO PAYPHONE USAGE?
Unfortunately, it does not nor has SBC Ohio, to my knowledge, produced any such usage

cost study in this proceeding to date.
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1 DIRECT TESTIMONY OF DR. KENT A_CURRIE
2
3 Qualificationg
4
5 Q  Please state your naome and business address,
6 My narne is Kent A, Currie. My bunsiness address is 45 Frieview Plara, Room 1545,
(; Clgveland, Ohio 44114,
3
9 Q.  Bywhom ame you employed and in what capacity?
10 A Iamemployed by SBC as Associate Director, Coast Analysis and Regulatory.
it
2-Q Ww a're your currant mponsﬂ;iliﬁei in that position?
13 1 toak on my current responsibilities in the new SEC cost organization st the end of
14 Januery 2Q00. To this role I am primarily regponsible for cost study methods for switohing
15 sarvices. Consequently, miy responsibilities arc sirdlar to my previous position ai
16 Ameriech, where I was responsible far developing and maigraleing the methodological
17 framework for sconomic cogt studies for Amoitech's telecommunications services, Thess
18 cost mathods are used in many studies sach as Loog-Run Service Incramental Cost
19 (*LRSIC") studies, Total Service Lang-Run Incremental Cost (“TSLRIG™) studies, Tota}
20 Element Long-Run Intvemental Cost ("TELRIC") studies, universal service cost stndics
2 including Forward-Looking Eqonemric Cost (“FLE(C") studies and avoided coat studies.
ps 1n order 10 monitor the applicatinn of these methods, Y direct, supervise, and prepare
23 wiudies using these methods. In additinn, my responsibilities have included the internal and

2 003/021
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external dissemination of Ameriteeh’s policy Tegarding swodies using these methods and

related Issues.

Plense describe your sducations) background.
I reoetved & PLD. in ecrmownics from the University of Towa in 1973, In additiom, Thave 2
Master of Science degres in economics from the University of Iowa, and & Bachelor of
Sclence degres in mathematics fom Bradley University. T specialize in microecnnonic
theory and industrizl organization, concentrating in pubtic utility economics. After
vompleting my graduate vudies, I held full-time tesching and rosearch appointments at

two enginsering universines.

Ploass briefly describe your telecommunications work exparience.

1hegan ny tolecanmmumications career in 1980 at Ohio Bell, 1have parformed,
contributed to, and supervised many cost analyses dealing with the complete rampe of
services offored by Ameritech, My responsibilities have included the develnpracnt and
monitoring of cnet mcthods used in gervice cost atudies at Ohig Dell. Smee the divesdure
of the Bell System, I have participated in the coordination and develnpment of these

responsibilities acrost Amecitech

Have ynu previously testified befora any regulatory sommissiom?
I bave testifred an cogt and ather aconomio issuea in regulatory procendings befores the
Tlineis Cammerce Commission in Docket No, 00-0027, the Indiana Utility Ragulatory

Corumission in Cause Not. 35707 tind 40785-81, the Public Unlities Commission of Ohio
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in Case Nos. 95-1057-TP-UNC, 96-1027-TP-C58, $6-922-TP-UNC, 76-885-TP-ARB,
96.752-TP-ARB, 06-694-TP-ARB, 93-487-TP-ALT, 90-471-TP-ATA, 90-467-TP-ATA,
$4.1435-TP-AIR, und 83-300-TP-AJR, smd the Public Service Commission of Wisconsin
in Dockers 05-T1-160 and 6655-NC-101.

Fwrpose of Testimony
Q. Whatia the purposc of your testimony?
A The purpoes of my testimony is to demoustrate that Ameritech Ohio is complying with the

FCC's requirement described in its Repart and Ordar’, and #ta Order on Raconsideration”.

New Services Test

Q. Please exrplain why New Services Tests ware completed for Ameritech Ohio’s services .
provided to payphone praviders. -

A.  TheFCL, inits Repert and Order at paragraph 145, ¢onghuded that New Servioes Tests

were necesswy in order to ensure that certain central offica coint servioes arc priced

reasonzbly,

Q.  For what services did tha FCC require New Servicay Testa?

Y Implemantation of the Pay Telephone Reclarsificarion and Compensation Provisiens of the
Telecommyrications At of 1926, FCC 96388, Report and Onder, CC Docket No. 96-128, raleased

September 20, 1986,

2 Implementation of the Pay Telephone Reclassification and Campensation Frovisions of the
Talyoormmunivations Aot of 1994, Order on Raconsideration, CC Doskat Ne. 96-124, reicases] Nnverber
3, 1995.
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This Issue fs discussed in more detail by Mr. Caldwell A he sxplains, i its April 4 1997
Order’, tivt FCC stated that “__the requirentent ta file tariffs only applies to payphone-
specific, natwork-baged, unbundled fexrores and functions provided to others or taken by
2 LEC's operations... we do not inchade in thia federal taniffing requicement features and
funetions that are generally availabls to all Inca) exchange customers and are only
incidental to payphone service” The four payphane-specific services in Ohin are

1. COCOT Line,

2. COCOT Coin Line,

3. Answer Supervision, and

4. Restricted Coin Access (RCA).
According to the Commission's Batry dated April 27, 2000, only the first two services, the

COCOT Bne and the COCOT Coin Hine, are at f5sus in this case.

Plaase describe the basia of the Naw Services Test calculations.
The New Services Tests Ameritech Ohlo conductsd were bascd om the following
information '

1 the definftion of ths teet described in 47 CFR 61.49;

2. the requirement get focth in the FCC's Report and Orlar and the Order on
Reconsideration that payphoge services must be cnsi-hased;

3. thePUCO's approved Long Run Service Incresental Cost (LRSIC)
methndology, and

4 estatilshed Ameritach Ohio practices for FCC New Services Test filings.

? Implementation of the Pay Telephons Reclazsification and Compervation Provistont of the
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1
2 Q.  Pleasa desoribe the pracess involved in caleulating the New Servicea Tests jn more detail.
3 A The New Servioea Tests were calculated using the Long Run Service Incremental Cost
4 (LRSIC) methodningy, as apptaved by the Commission in Case No, 93-4R7-TP-ALT.
5 Because these services abady ex{zred, the LRSIC studies that supported the original tariff
] filings for these scrvices were updated uiing the then most recent cost inputs consistent
7 with Amaritech Ohin's approved LRSIC methodology. Using the parameders described in
B 47 CFR. 61,49 and established Ameritech Ohlo practicea for filing FCC New Services
9 Tests, thesc TRSTC resuls were then put into the standard FCC format. This formar
10 ncludes & projernion of eosts for a representativa 12-month perind and catimates of the
1 revenues for the same represemtative 12-month period. Theas New Services Tests were
12 - provided to the PUCO on May 15, 197, as part of & submission certifying that Amerkech
13 Ohio had met all FCC requirements to bo sligible for per-call paypheme compensation,
14
15 Q What were the results of the New Secvices Tests?
16 A, The New Services Tests are sitached as Attachmeny, |, These toses demonsirate that the
17 revermes for Ameritech Ohin’s payphone sarvices s:cosed their LRSICs, which
18 desmonstraies that thase sarvices are not being subsidized, The tests also determine how
12 much contribution these services gencrate. Mr, Caldwell explains why the contribution
20 Tavel is reasangbla.
21

22 Concluxion

Telecommumications Act of 1996, Order, CC Docket No, 96-128, Released April 4, 1987, 12.
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1 Q  Doesthis eomehude your testimeny?

2 A Yes,
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Attached are the “new sexvices test” for the following payphone servicas/features

COCOT Access Line
COCOT Cuia Line
Apswer Supervision

Resuricied Coln Access

e,
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Paay &ty
AMERITECH OHIO
ANNUAL REVENUE SUMMARY
PROPOLED PROPOSED PROPOSED
FIRST YEAR NONTHLY FIRET YEAR
RATE ELEMENT DEMAND RATE REVENUES
Al 1% - oul
COCOT Coln Uw
+ Rote Zorw B el L4 nx 3 2684700
« Raté 2008 O 17,880 3 W20 3 BATOT12
- Rate 200 D 13,080 $ 020 3 0,544, 500
TOTAL ANNUAL REVENUES 235,989,011 ¢
COCOT Line
- F.ale Zoow B 1,33 s 2100 3 Jy4m
- Rl Zorw C 293 t ] 22.00 3 A9
- Mate Zorws D Lath ] 200 3 820975
TOTAL A PNUAL REVENUES § 4860 90

CONPIDENTIAL: Selaly lor una iy dployeds of Aiadiich Companies who have & med o know. Netto &
digclogad 10 Of whid DY SNy OTWI PECEOOE WitROUE Prior SULhOMZMIGN.




07/25/2003 16:42 FAX ©£144B848350 vssp iZo11/021

wenrreon owo DUNFIDENTIAL oo

Pagetolt
ANNUAL DIRECT CO3T BUMMARY

PROPONED ESTIMATED ESTIMATED

ARST YEAIL MONTHLY FIRAT YEAR
RATE ELEMENT ' DEMAND cosT SOsT

—A . B _CeAPME

COCOT Gioin Lina

- Rste Zone B L.t [ 3 10.47 § 1,142.048

- Rata Zone & 17.8% 1413 3 b2

- Rite 20 D "oe 18.22 3 3,518,570
TOTAL ANNUAL CO4ATS $ ?lmlﬂ

COCOT Line

»Rala 2ona B 1,Aky 4 788 3 i2705e"

- Rate 2orm G 2 $ L X ] § 350047

-Rate Zeow D 249 3 1190 §  3aseo
TOTAL ANNUAL COSTS 3 &‘l“

CONFIDENTIAL: Golely Tor G by employesd of Ameriach Comparies wivy hawe a seed 40 know, Not o ba
muwmnmmnrpmmmm
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Page 1 of 2
AMERITECH Ovfo
COCQT COIN LINE
RATE ZONE B RATEZONEC RATE ZONE D
ESTIMATED INVEATMENTS:
Recoverable Materiai Cost $ 28481 $§ W $ mn
inztafizstion Cost 1422 180.12 Hixr
TOTAL § M 5 LN $ .1
T
ESTIMATED RECURRING COSTS:
Duprwcistion $ s 3 L L) e
Cooet of Money .08 nIr 4.5
incoms Tax 1108 1842 AT
Malntirance L3 1050 2845
Other Recuning Expense At 1554 .
Ad Valorsm Tax 1.4 *N 1n
TOTAL AMNUAL €OAYT | 1187 $ 15129 ¥ 7N
SUB-TOTAL MONTHLY CORT: ¥ .83 L ] 1280 $ “Hr
Sonthly Groas Revamns Tax 1.34 143 14
TOTAL MONTILY CORT: OO B S 7Y W W13
BUA-TOTAL MONTHLY PROPOSED RATE § an [ ] N ] ».
MONTHLY PROPOSET RATE: ! b L] ] ] L J (L &)
Mewtisly fate o Moty Cout Ratie: 1 21909 1991
pisvant reskout % 4o% 0%
Melded Rute o Cost Rello Ltz

CONFIDENTIAL: Solaly for use by employess of Ameriiach Companias who have 2 nead b know. Not 1o ba

Gaciossd 10 Of ukid by ity ofver persons without prior suthorszation,
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RATEZONEW  RATEZONEC RATE ZONED

ESTIMATED INVESTMENTS:
Racoverable Matedal Cost $ 11 % S | 12981 ] %403
Instafiztion Cont 127.97 f34.18 187,79
EATIMATED RECURRING COATA: .
Ospreciation % 2540 ¥ ».ri $ L)
Coal of Monsy nam nn LR
neome Tix L3 LY 7w
Makiecancs [T ] 147 nn
Other Returring Expsies [ X ] (¥ ] . e
AN vaiorem Tax Lss [T R U
TOTAL ANNUAL COBT $ n $ il $ 1N
SURTOTAL MONTHLY COGT: § 1 1 $ 72 ¢ .9
Monthly Gross Revanue Tax 1. 1.9 1.4
TOTAL MONTHLY OORT: ST T S S Y T S
BSUB-TOTAL MONTHLY PROPOSED RATE § nw ] na $ oo
MONTHLY PROPCHSED RATE: . : t e KX ! 3198 $ L
Moathly Raln to Moalhly Caut Ftlie: Lreyy L3443 M
purcand bresicnt 2% 43% an
Eeidied Rty to Cost RMFO 22T

CONFIDENTIAL: Golely for vas by evnployoes of Amasiioch Companioa wha bave s need fe know- Mot i B
Spcioted W OF uAixd Uy 8Ny Cthet Peracas withoul prior SLIOMIA0oN.
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Page 101
AMERITECH OO
AMNUAL REVENUE SUMMARY
PROPOSED PROPOSED PROPOSED
FIRST YEAR MONTHLY FIRAT YEAR
OEMAND RATE REVENUER
RATE ELEMENT
o | {0
Answer Buparvision o 3 180 $ 1191
TOTAL ANNUAL REVEMUES 3

CONFIDENTIAL: Salaly for uaa by emgpicywss of Ameriech Compinias wha Nave & NI 10 knaow, Not o b
asciosad 10 or used by ety other pivsone withoul prior sutherizations.
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Page 101
AMERITECH Ohio
Ansvwer Supsrision
Uni Costy

EaTIMATED INVESTMENTS:

Recoversbis Material Gost 5 1164

Instaliation Cost 178
TOTAL $  wm
ESTIMATED RECURRMNG COP8TY:

Depreciation $ 213

Cosi of Moy 1.08

Malnlanangs . 00

Othar Recurming Expanss - 4

AdVaioram Tax o3 .
MONTHLY DORT: 3 w

SUB-TOTAL MONTHLY COST 3 488

Momhly Gross Revanus Tax o
TOTAL MONTHLY COST: § =a
HONTHLY PROFOSED RATE: | 199
Monihly fuls to Muontidy Coue Rans: L3090

.

CONFIDENTIAL: Solely for uss by srpioyeass of Amdrsach Comparies who have a nead 1o know, Nol fo ba
Sticlosed 10 Or usad by sry olber eroms Withoas prior SURONEEItons.
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AMERITEGH Ol
ANSWER SUPERVISION
NON- APW TOTAL
RECURRING  11.50% ANNUITY
PariLine EXPENSES TS EXPENSES
“ ® Ca(ArB)
M 0.03241 0.19
< -
CONFIDENTIAL :
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Reatricted Coln Avcess ExhibR 4
Page i of 2

Annual Ravenus Summary

ONo
RATE ELEMENT
« ACA per lina
{A) Lavelized FIrst Yasr Comand 4
i.7] Propossd Nomhly Rate 3 1075
C=IA'E*17] Eatimated First Year Revanue E15.00
De=Total of C Esfimated First Year Recurring Revenus § BLW
EaD of Page 2 Estimated FIrst Year Nonrecurring Ravenue $_4,080.00 »
FaDHE  Total RCA Revenus ) 8 137850

CONFIDENTIAL: Golaly for uss by employnas of Anunilech Companies whs heve 3 need 1o now. Nat 1o b
Rssionsd 1o of Lied By any oiher borsona without prior sthoriraiion.
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Exhibit 1
Restrictw| Coln Actess PIQe 22
Annuil Revenua Summary
Ohle
RATE ELEMENT
» MCA per Row
Al Estimated First Year Domand &
| Propossd Nonrecurring Charges 200
GsjA"E] Extimated First Yasr Cliarpas $_1,080.00

P=Tetal of C Esumaisd Firet Yoar Nonmcurring Revenie $_1,000.00 *

CONFIDENTIAL: Sclaly K wolt by amplopsss of Arnsitech Companies who heva a naed to know. Rl o |
disciosad 40 o usad by any othir persona without prior sulhorteation.
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Restrictad Coin Access

= RCA per lina
Frocessing Coxt Per Orcier
Total Monthly RCA Onders
Total Merihly Expanse

Pnchana Grone Racalply Ta whivs sppiicalie]

Proposac Momthly Rats
Priea te Caat Ratlo
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Exhibkt 2
Page 1 of2

Onlo
2 0.26
30
$ 745
] 10,78

1.3084

CONFIDENTIAL: Bolly for uss by smplovess of Amurach Compenits whe have a naed fo know. Nt e b
dscingad 1o or Usad by sy O PAEONE wilhioul prior SUthortLation.
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Exhibit 2
Restricted Coln Access Page2ol2

Onie
* RCA par firw k
IA] Frovision of Ling Class Cods In Central Office S 13s12

1] Labor Cosl for Progrmmming Into ACST0 Syntem 12.59
is] TrainingMAR/ENUNG Expanses . Y ]
Duiasfial] Total Nonreourring Expenses § 1780
Tnciudes Gecs Raceipls Tax vhars appiesbis)
Propesad Nonrscurring Charge § 21100

CONFIDENTIAL: Sciely Ror 136 by empioyess of Amariineh Gomparies wha hyve 2 nedd 10 knew. Not 10 be
disclonnd 10 oF usad by any other parsons Withoul prior authorization,
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Exhibit 2
Rastrictad Coln Access Pagszola

Ohio
- RCA par line

Al  Provisian of Line Clasa Code In Contral Ofices 5 134.12

[E]  Labor Gaot for Pregramining lnis AGS10 System 12,59

€1 Tralnlop/MEPRALNG Expainsas 10.79
DejA+BIC] Totpl NonrscLITI) Expenses $
(rabates Orons Paceipie Tt 1w ieciicaling Lo lEL28

Prepossd Nonmcunring Charge $ Mro0

CONFIDENTIAL: Soiely for use by smpicyses of Arnertiach Campaniat wive Pave & nead 1o know. Not 1o b
disclazad 1o or usad by any afher pavsons without prior suthorization.



