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Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A. My name is Brad Anthony Adams. My business address is 526 Chapel Hills Drive, Suite 2 

100, Colorado Springs, Colorado 80920. 3 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 4 

A. I am employed by Telcom Consulting Associates, Inc. (“TCA”) as a Senior Financial 5 

Consultant.  TCA provides financial, regulatory, and marketing consulting services to 6 

more than 100 small and mid-sized rural local exchange carriers and their affiliates 7 

throughout the United States. 8 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND WORK 9 

EXPERIENCE. 10 

A. I graduated from Nichols State (Louisiana) University in 1998 with a Bachelor’s Degree 11 

in Business Administration and a major in accounting. 12 

 I have been employed as a Senior Financial Consultant by TCA since 2005.  Prior to 13 

joining TCA, I served as Regulatory and Separations Manager for Lafourache Telephone, 14 

LLC, a rural local exchange carrier (“LEC”) with headquarters in Larose, LA.  While 15 

working for Lafourache, I served on the Separations and Access Committee of the 16 

Organization for the Promotion and Advancement of Small Telecommunications 17 

Companies.  18 

 Since joining TCA, I have worked with rural LECs in Kansas, Missouri, Utah and 19 

Wisconsin and provided them assistance on financial forecasts, lines of business analysis, 20 

interstate cost separations studies, inter-carrier compensation settlements, continuing 21 
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property records development and maintenance, cost allocation manuals and rate case 22 

financial support.     23 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY 24 

COMMISSIONS? 25 

A. No.   26 

Q. FOR WHOM ARE YOU APPEARING IN THIS PROCEEDING? 27 

A. I am appearing on behalf of Manti Telephone Company (“Manti” or “the Company”) in 28 

this case. 29 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 30 

A. The purpose of my testimony is to describe and explain TCA’s recommendations for 31 

bringing Manti’s business practices into compliance with all the relevant federal and state 32 

regulatory accounting and cost allocation rules.  This will ultimately allow Manti to 33 

provide the information necessary to demonstrate the Company’s appropriate requirement 34 

for Utah Universal Service Fund (“UUSF”) support—and will allow that request for 35 

support to be  evaluated accurately by the Division of Public Utilities  and the Office of 36 

Consumer Services.     37 

Q. WHAT WAS THE BASIS FOR TCA’S RECOMMENDED COMPLIANCE PLAN? 38 

A. TCA’s recommended compliance plan addresses the issues raised in the Commission’s 39 

Report and Order in this docket on December 28, 2012.  My testimony supports the major 40 

recommendations TCA has made to the Company to address critical issues raised by the 41 

Commission and includes the following:  (1) allocation of regulated telecommunications 42 

plant, (2) affiliated expense transactions, and (3) payroll expense allocation.        43 
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Q. PLEASE IDENTIFY THE COMMISSION’S RATE BASE ADJUSTMENTS THAT 44 

YOUR COMPLIANCE PLAN ADDRESSES. 45 

A. TCA examined several issues surrounding the Commission’s rate base adjustments, the 46 

most important of which was the allocation of Manti’s fiber-to-the-home (“FTTH”) 47 

investment to its non-regulated affiliate Manti Tele Communications Company, Inc. 48 

(“MTCC”).          49 

Q. HOW DOES TCA RECOMMEND THAT MTCC COMPENSATE MANTI FOR THE 50 

USE OF ITS FTTH FACILITIES? 51 

A. TCA recommends Manti adopt the wholesale rates for Digital Subscriber Line (“DSL”) 52 

contained in the National Exchange Carriers Association (“NECA”) Tariff.  This will 53 

ensure that Manti recovers the proper costs for wholesale broadband services from 54 

MTCC for the broadband services provisioned over Manti’s network.  Properly treating 55 

broadband transmission service as a regulated interstate wholesale service will eliminate 56 

any need to allocate or assign a portion of Manti’s telecommunications plant to non-57 

regulated operations—as the associated increased wholesale DSL revenues will properly 58 

compensate the regulated operations.  This change is consistent with treatment of other 59 

UUSF recipients and is also consistent with the treatment of rate-of-return local exchange 60 

carriers across the country. 61 

Q. DOES TCA AGREE THAT MANTI SHOULD RETIRE REDUNDANT COPPER 62 

FACILITIES? 63 
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A. Yes.  Manti’s ongoing construction of its FTTH network has likely resulted in a certain 64 

amount of redundant copper facilities.  Consequently, TCA also recommends that the 65 

Company retire redundant copper plant before filing another petition for UUSF support.  66 

Q. DOES MANTI INTEND TO FOLLOW YOUR RECOMMENDATIONS TO ADOPT 67 

WHOLESALE DSL RATES AND TO RETIRE REDUNDANT COPPER PLANT? 68 

A.   Yes.  Manti has already begun charging MTCC NECA’s wholesale DSL rates.  In 69 

addition, Manti has started updating its continuing property records (“CPRs”) and will 70 

identify and quantify appropriate copper retirements as a part of that updating process. 71 

Q. DOES TCA HAVE ANY OTHER RECOMMENDATIONS WITH REGARD TO 72 

OTHER RATE BASE ISSUES? 73 

A. Yes. TCA has made the following recommendations regarding additional rate base 74 

adjustments:   75 

1. Balances in Telephone Plant under Construction (“TPUC”) must be based on actual 76 

cost incurred and should be accompanied by a detailed work order and supporting 77 

documentation.   78 

2. CPRs will need to be updated for all assets placed in service in 2012 and the CPRs 79 

must tie to the general ledger account balances.   80 

3. Manti will include a normalizing adjustment for depreciation expense in any future 81 

rate case filings.     82 

4. Manti will identify the amount of the aerial copper salvage value by determining the 83 

mileage and estimated pounds of scrap value.  This salvage value will be offset by the 84 
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cost of removal of aerial copper in determining the appropriate deprecation rate for 85 

this category of plant.  86 

5. Voice mail is a non-regulated service and all investment, expense and revenue should 87 

not be included in any future UUSF request. 88 

Q. DOES MANTI AGREE WITH THESE FIVE ADDITIONAL RECOMMENDATIONS? 89 

A. Yes.  Manti has also taken steps to change procedures to maintain accurate time keeping 90 

and work order systems to track and document transactions and no further procedural 91 

changes are required for the test period or current operations. 92 

Q. PLEASE DESCRIBE TCA’s RECOMMENDATIONS IN THE AREA OF AFFILIATED 93 

TRANSACTIONS.  94 

A. TCA has several recommendations affecting expenses associated with affiliated 95 

transactions.  In accordance with FCC Part 64 rules, Manti should pay MTCC the lower 96 

of cost or market value when leasing equipment from MTCC.  To facilitate the 97 

application of this requirement, MTCC should develop a lease carrying charge calculation 98 

based on the original cost of the leased assets belonging to MTCC.  In addition, lease 99 

pricing from an equipment rental vendor should be obtained to determine the market cost 100 

of equivalent equipment.  These Part 64 affiliate transaction rules not only apply to leased 101 

assets but also to services for which Manti purchases from MTCC.1  Manti’s advertising 102 

expenses should be reviewed to determine the appropriate allocation to MTCC.  Finally, 103 

allocation of the property tax expense associated with the Sterling Central Office should 104 

                                                 
1This includes Internet access service.  Part 64 affiliate transaction rules also require that regulated affiliates such as 
Manti charge the higher of cost or market value when selling products and services to non-regulated affiliates such as 
MTCC. 
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be based on the asset value of the office and land, and that asset value should also be used 105 

to determine an appropriate floor space lease agreement with MTCC. 106 

Q. HAS MANTI INDICATED ITS INTENTION TO ADOPT YOUR 107 

RECOMMENDAITONS CONCERNING AFFILIATE TRANSACTIONS? 108 

A. Yes.  Manti has identified and determined the appropriate cost and market comparable 109 

rates to utilize in the calculations supporting monthly lease charges assessed MTCC.  The 110 

allocation of property taxes will be directly proportional to the value of the asset being 111 

leased.  Supporting documents for lease calculations and allocations will be available to 112 

support all lease agreements. 113 

Q. WHAT DOES TCA RECOMMEND CONCERNING PAYROLL EXPENSE? 114 

A. Manti Telephone will need to implement changes to properly allocate labor and benefit 115 

costs to MTCC.  I recommended that Manti charge MTCC for all direct labor at loaded 116 

labor rate from daily timesheets.2    I have also recommended that Manti develop an 117 

allocation factor to determine the appropriate amount of corporate and administrative 118 

overhead to include in the loaded labor rate charged MTCC. 119 

Q.  HAS MANTI ADOPTED YOUR PAYROLL EXPENSE RECOMMENDATIONS? 120 

A.  Yes.  Manti has implemented a monthly process of identifying all direct time reported 121 

labor expense for any services performed on behalf of MTCC. Manti will bill MTCC at 122 

each employee’s loaded labor cost.  That same labor expense attributed to MTCC will 123 

then be used to develop a percent factor for allocating a portion of Manti’s management 124 

and administrative expenses to be billed to MTCC monthly.   125 

                                                 
2  This will replace the current $30 rate for non-regulated service calls. 
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Q. DOES TCA HAVE RECOMMENDATIONS REGARDING OTHER CATEGORIES OF 126 

EXPENSE? 127 

A. Yes.  Manti should verify that property tax expenses for 2012 and future years represent 128 

an accurate expense level. 129 

Q. DOES TCA HAVE ADDITIONAL RECOMMENDATIONS? 130 

A. Yes.  With the adoption of appropriate practices and procedures regarding affiliate 131 

transactions, the methods and documentation needed to accurately treat and defend the 132 

operational relationship between Manti Telephone and MTCC will be in place.  133 

Accordingly, Manti’s cost allocation manual (“CAM”) will need to be reviewed and 134 

updated.   TCA recommends a master service agreement be developed between Manti 135 

Telephone and MTCC to identify and document all intercompany affiliated transactions 136 

with specific details and all supporting source documents indicating both cost and market 137 

rates. 138 

Q. HAS MANTI ADOPTED YOUR RECOMMENDATIONS REGARDING A CAM AND 139 

MASTER SERVICE AGREEMENT? 140 

A. Yes.  Manti has already begun the process of updating its CAM governing affiliate 141 

transactions. 142 

Q. DOES THAT CONCLUDE YOUR TESTIMONY? 143 

A. Yes.  144 
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