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Q. Please state your name, occupation and business address. 1 

A. Dallas Cox.  I am General Manager, Manti Telephone Company (“Manti” or 2 

“Company”).  Manti’s business address is 40 West Union Street, Manti UT 84642. 3 

 4 

Q. Please state your educational background. 5 

A. I have a Bachelor of Science in Electrical Engineering from Utah State University. 6 

 7 

Q. How long have you been employed by Manti? 8 

A. I have been employed by Manti since May of 2001, approximately 12 years.  From 2001 9 

to 2003, I was employed as the company’s Engineer and switch technician.  In 10 

approximately 2003, I became the Assistant General Manager / Engineer, and on April 1, 11 

2013, I became the General Manager.  I now oversee the entire business operation. 12 

 13 

Q. Why are you qualified to offer testimony in this case? 14 

A. I have been employed by Manti since 2001.  Recently, I became the General Manager of 15 

the Company.  I have been working closely with our in-house accountant, Tami Hansen, 16 

our consultants, our auditors, and our lender.  I am familiar with the day to day operations 17 

of Manti in my capacity as General Manager. 18 

 19 

Q. What is the purpose of your testimony? 20 

A. My testimony serves two purposes.  The first is to address the current revenue 21 

requirement of Manti and to offer support for the information contained in the 22 

Company’s Application for Increase in UUSF.   This includes discussion of the 23 
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Company’s current financial situation.  The second purpose for my testimony is to 24 

discuss the impact of the Confidential and Proprietary Order issued by the Public Service 25 

Commission on December 28, 2013 on the Company.   26 

 27 

Q. Why is discussion of the December 28, 2013 Order relevant in this proceeding? 28 

A. Upon entry of the December 28, 2013 Order, Manti moved for reconsideration of the 29 

order and moved for a stay of the interim UUSF pay back obligation that was ordered by 30 

the Public Service Commission (“Commission”).  Pursuant to a Stipulation executed 31 

between Manti, the Division of Public Utilities and the Office of Consumers Services, 32 

and approved by the Commission on June 17, 2013, Manti’s pay back obligation was 33 

stayed to the conclusion of a new Application for USF Increase to be filed by the 34 

Company on or before December 31, 2013.   In the Commission Order approving the 35 

Stipulation, the Commission ordered Manti to address the pay back obligation in its new 36 

filing.  On September 11, 2013 Manti filed its Application for Increase in UUSF.  This 37 

testimony is offered to address the timing and necessity of the interim payback 38 

obligation, including discussion of the current financial position of Manti, and the 39 

operational changes that the Company has implemented to address the concerns 40 

identified by the Public Service Commission in its December 28, 2012 Order.   41 

 42 

Q.  Have others been authorized to testify on behalf of Manti in this proceeding? 43 

A. Yes.  Kevin Kelly and Dr. Curt Huttsell of TCA, Inc. – Telcom Consulting Associates 44 

(“TCA”) will file direct testimony on behalf of the Company.  Their testimony will 45 

provide the support and rationale for the proposed increase in UUSF distributions.  46 
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Additionally, Tami Hansen will file testimony on behalf of the Company.  Ms. Hansen’s 47 

testimony will address the current financial position of the Company and provide 48 

additional support for the proposed increase in UUSF Distribution.  49 

 50 

Q. What steps has Manti taken to deal with the Public Service Commission’s December 51 

28, 2012 Order? 52 

A. Prior to receipt of the Commission’s December 28, 2012 Order, Manti had been 53 

prioritizing its debts.  In other words, Manti was not paying all bills as they came due, but 54 

rather was prioritizing its cash and making payments that were critical to the operations 55 

such as payroll, debt service, and critical vendors.  We were paying vendors late, and we 56 

withheld payments to our consultants so we could accumulate enough cash to pay payroll 57 

and debt service.  When the December 28, 2012 Order was issued, we immediately began 58 

looking at our operations for drastic ways we could cut costs. 59 

 60 

Q. What types of cost cutting measures did you employ? 61 

A. We determined that we would need to lay off approximately half of our work force to 62 

save on payroll expenses.  We identified and kept those employees that were critical to 63 

the operations, or that could provide more than one service, or fill more than one role, 64 

and we laid off the remaining employees.  65 

 66 

Q. How many employees did you lay-off? 67 

A.  On January 25, 2013, our HR Manager, Connie Cox, retired and we laid off two 68 

Customer Service Representatives, and three installers.  On March 31, 2013, Paul Cox 69 
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retired as General Manager of Manti.  At that time, I became General Manager of Manti 70 

and Gavin Cox was brought into the company to assist with HR Management duties and 71 

Assistant General Manager duties. 72 

 73 

 Q. What effect has the reduction in employees had on the company? 74 

A. Obviously, the reduction of the work force had the intended consequence of immediately 75 

reducing our ongoing payroll costs.  However, it has also affected the service we are able 76 

to provide the customers.  Where we previously had 4 customer service representatives to 77 

greet customer and answer the telephones, we now only have 2.  This means that 78 

occasionally, our phone goes unanswered if we are with other customers.  We have also 79 

reduced our outside plant workforce 8 to 5.  This has made it difficult for us to timely 80 

respond to customer issues.  For example, in the spring of 2013 we had a large snow 81 

storm hit Manti, Utah.  It caused several downed phone lines.  In order to respond to the 82 

emergency we were required to bring back a previously laid-off employee to provide us 83 

with temporary assistance.  We engaged the services of some of the technicians from 84 

Manti Tele Communications Co., Inc (“MTCC”), and we were still slower than we would 85 

have like to be in restoring the service. 86 

 87 

Q. What other cost saving methods have you employed? 88 

A. We have put off any non-vital plant additions and updates.  We have gone into 89 

maintenance mode, where we fix the critical problems first, and try to postpone anything 90 

else. 91 

 92 
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Q.  In addition to cost cutting measures, what else have you done to address the 93 

Commission’s December 28, 2012 Order? 94 

A. We have engaged a new consultant to provide us with an operational assessment and to 95 

assist us with implementation of new procedures.  We engaged TCA to review Manti’s 96 

operations and to provide us with an assessment regarding the operations and accounting 97 

procedures employed by the Company.   98 

 99 

Q. Has TCA provided you with an Operational Assessment? 100 

A. Yes.  TCA provided us with an assessment of our operations and recommendations 101 

regarding our operations and accounting procedures.   Manti has adopted virtually all of 102 

TCA’s recommendations for operational and accounting changes.  The DPU was 103 

provided with TCA’s operational assessment – and it is my understanding that they have 104 

agreed with and verified the adoption of many of the recommendations.  105 

 106 

Q. What steps is the Company taking to implement the recommendations of TCA? 107 

A. TCA has made specific recommendations regarding transactions between our regulated 108 

Company, Manti, and our non-regulated company, MTCC.   109 

 110 

Q. Can you identify the specific recommendation of TCA and discuss what steps the 111 

Company is taking to implement those recommendations? 112 

A. TCA recommended that Manti modify its rate for wholesale Digital Subscriber Line 113 

(“DSL”) services to appropriately compensate the regulated LEC for use of its network 114 

over which retail broadband services are provisioned.  Accordingly, Manti implemented 115 
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an increased rate for interstate wholesale broadband services to MTCC which mirrors the 116 

rate in National Exchange Carriers Association (“NECA”) cost-based DSL Broadband 117 

Tariff rate.   This change has increased Manti’s monthly regulated revenues as indicated 118 

in Confidential Schedule 5, attached to the Testimony of Kevin J. Kelly, and more 119 

importantly, places Manti on an equal footing with virtually every other RLEC in the 120 

nation.   121 

  TCA also recommended that expenses charged by MTCC to Manti should be 122 

based on the lower of either cost or market rate, and expenses charged by Manti to 123 

MTCC need to be based on the higher of cost or market rate.  We have identified the 124 

costs and market rates for expenses between the regulated and non-regulated companies 125 

and have developed a lease carrying charge that has been applied. 126 

 127 

Q. How are you treating the costs and market rates associated with expenses between 128 

the regulated and non-regulated companies? 129 

A. We have a limited number of expenses between the regulated and non-regulated 130 

companies.  Specifically, these are equipment leases, warehouse space, office space, and 131 

broadband services.  With regard to equipment leases, we have obtained lease quotes 132 

from third parties identifying the market rate for leasing specific equipment.  For 133 

example, we have received two quotes for leasing of a backhoe since Manti leases a 134 

backhoe from MTCC.  We used that information to set the lease rate from MTCC to 135 

Manti at the lower of cost or market rates.  We have done the same thing with regard to 136 

the bucket truck and the trencher that are leased to Manti.  With regard to warehouse 137 

space, in the previous rate case that Ray Hendershot contacted several realtors in the area 138 
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to determine a fair market value for warehouse space.   We established the fair market 139 

value of the office space by contacting various rental properties and comparing price, 140 

square footage, and layout.  After establishing the cost and fair market value for each 141 

expense, we have followed TCA’s recommendations discussed above and have 142 

implemented written leases for all such equipment and space and using the lease carrying 143 

charge developed as the basis for the lease fee.  144 

 145 

Q. What other procedures did TCA recommend? 146 

A. TCA recommended that we make an allocation of loaded labor for direct employees. This 147 

means that MTCC is charged the loaded labor rate when employees who are employed by 148 

Manti perform any work for MTCC.   Similarly, Manti is charged the loaded labor rate 149 

when MTCC employees perform work for Manti as reflected by daily timesheets for all 150 

employees.  We also allocate certain corporate and administrative expenses between the 151 

regulated and non-regulated companies - which includes an allocation of management 152 

costs.  TCA has assisted us with developing an allocation factor to determine the 153 

appropriate amount of corporate and administrative overhead to include in the loaded 154 

labor rate charged to MTCC.  In short, Manti has implemented all of the 155 

recommendations of TCA so that its operations reflect a proper and acceptable allocation 156 

between the regulated and non-regulated companies as required by state and federal 157 

regulatory accounting and cost allocation rules, consistent with industry practice.   158 

 159 

Q. What other procedures or changes have you made? 160 
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A.   Manti continues to improve our work order system to track Telephone Plant Under 161 

Construction (TPUC) based on actual costs incurred, and supported by detailed work 162 

orders and supporting documentation. We have also modified our CPRs to better track 163 

our plant additions and rate base. 164 

 165 

Q. Are these cost cutting and operational changes reflected in the Company’s 166 

Application for Increase in UUSF Distributions in this Docket? 167 

A. Yes.  The Company’s Application and supporting Schedules reflect each of these cost 168 

cutting and operational changes.  Although the Company’s Application is based on a 2012 169 

test year, the Company has made known and measurable changes identified in its 170 

Application so that the revenue requirement is based on the test year, plus known and 171 

measurable changes.  These changes are identified in the Schedules filed with the 172 

Application which are attached to the Testimony of Kevin Kelly and discussed in detail in 173 

the Testimony filed by Kevin Kelly. 174 

 175 

Q. IS-2 adjusts Utah Education Network (“UEN”) revenues to current levels.  Please 176 

describe in detail this adjustment and why it is a necessary known and measurable 177 

change? 178 

A. Manti’s UEN circuits came up for renewal Nov 2012, and there were various bidders 179 

looking to win the RFP for UEN.  We submitted a bid that was close to half the price of 180 

the previous contract we had with UEN.  We were contacted by UEN and informed that 181 

they would like to award us the contract, but due to some Federal issues they would have 182 

to wait until 2013 to re-issue the RFP.  We then signed a year extension to the contract at 183 
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a slightly reduced rate for continuation of services until the RFP was re-issued. The rates 184 

were provided in IS-2.  The RFP was just re-issued on Dec 16, 2013.  Manti plans to 185 

submit the same bid as last year, with the reduced rates.  If we are awarded the contract 186 

then the revenue would remain what was submitted our filing.  If we lose the bid then our 187 

revenue would be reduced to zero. 188 

 189 

Q. IS-3, attached with the Application, recognizes a reduction in co-location rent 190 

revenue from CenturyLink.  Please elaborate on why this is a known and 191 

measurable change that should be reflected? 192 

A.  Manti was notified earlier this year that CenturyLink would like to re-negotiate the co-193 

location agreement for our Ephraim CO.  At that time CenturyLink informed me that they 194 

would be removing all of their radio equipment, and consolidating their fiber transport 195 

equipment into a single rack.  At the conclusion of the equipment changes we would then 196 

start negotiations on a reduced co-location rent.  CenturyLink has completed all of the 197 

needed changes in our Ephraim Co, and Manti is currently waiting to hear from 198 

CenturyLink on when they would like to start negotiations.  The numbers submitted in 199 

Manti’s filing application represent an educated guess as to what the new monthly co-200 

location revenues will be.  Manti will have an accurate number once the negotiation in 201 

concluded. 202 

Q. IS-5, attached to the Application, recognizes the company’s ongoing reduced level of 203 

access revenue.  Please explain why this is a necessary known and measurable 204 

change? 205 
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A.       The FCC, in the USF/ICC Transformation Order, has put forth a plan to eliminate access 206 

charges between telecommunications carriers.  It involves a step down process with the 207 

end result being access rates of zero.  In addition, Manti’s subscribers are transitioning 208 

their long distance calling patterns to their cell phones, as cell phones have a perceived 209 

zero cost long distance plan.  So with reduction in rates on the Federal level, and changes 210 

in customer calling patterns, we have seen a continual decline in access revenues.  211 

 212 

Q. IS-11 normalizes regulated payroll costs at an anticipated, ongoing level of 213 

employees. Please explain this adjustment.   214 

A. As indicated, in an effort to save costs, Manti has been working with a skeleton crew.  215 

Continued operation with this level of staffing is not sustainable.  Manti needs the ability 216 

to hire back additional employees so we can engage in construction projects, complete 217 

repairs on a timely basis, and be responsive to our customers. 218 

 219 

Q. IS-12 recognizes the known increase in healthcare and employee benefit costs for 220 

2013.  Please explain. 221 

A.       Health care rates continue to increase year over year.  IS-12 identifies and accounts for 222 

those health care increases.  Additionally, our employees have not received a pay increase 223 

in over 3 years.  We need to increase wages to competitive levels to keep valued 224 

employees.  IS-12 identifies and accounts for commensurate increases in benefits costs. 225 

 226 

Q. IS-14 normalizes the rate case expenses included in the Application.  Please explain 227 

this adjustment. 228 
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A. We estimated that the rate case expense for this proceeding will be $250,000, however, 229 

the Company suggests using this number as a place holder for the actual costs and 230 

expenses incurred in prosecuting this rate case.  The Company is doing whatever it can to 231 

minimize these expenses.  This number has excluded expenses related to the previous rate 232 

case and has included the unamortized rate case expenses that were approved in the 233 

previous rate case, Docket No. 08-046-01.  234 

 235 

Q. In the previous rate case, and throughout this proceeding, the Division of Public 236 

Utilities, the Office of Consumer Services and the Public Service Commission have 237 

been concerned with the allocations of expenses between Manti and MTCC.  How 238 

are you addressing these concerns? 239 

A. As indicated above, Manti has increased rate that MTCC pays for wholesale broadband 240 

services that are provisioned over Manti’s network.  Manti has properly allocated non-241 

regulated expenses to MTCC, and has provided, in response to data requests and during 242 

the on-site audit, supporting documentation of such allocations.  243 

  244 

Q. Is Manti required to provide broadband capability to consumers? 245 

A. Yes.  The FCC in the USF/ICC Transformation Order issued November 18, 2011 (FCC 246 

11-161) (“Transformation Order”) made it clear that carriers receiving support under 247 

existing high-cost support mechanisms are required to offer broadband capability to 248 

consumers.    The FCC, in paragraph 86 of the Transformation Order states “as a 249 

condition of receiving federal high-cost universal service support, all ETCs, whether 250 

designated by a state commission or the Commission, will be required to offer broadband 251 
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service in their supported area that meets certain basic performance requirements.  252 

Additionally, providing customers with internet and cable provides stickiness for the 253 

telephone customers.  Manti believes, and the industry has confirmed, that providing 254 

additional services to your telephone customers increases the likelihood that they will 255 

continue with their regulated telephone service.  We believe that if Manti’s family of 256 

companies did not offer internet or cable, our landline counts would decrease 257 

substantially.   258 

Q. Can you discuss Manti’s current financial position? 259 

A. Unfortunately, despite all of the cost saving measures we have implemented, and despite 260 

the fact that we are running our operations extremely lean, Manti’s financial position is 261 

critical.  As identified more particularly in Tami Hansen’s testimony, and supported by 262 

the Audit Report from Manti’s auditorManti is currently having difficulty meeting its 263 

obligations.   We have been working with our lender Rural Telephone Finance 264 

Cooperative (“RTFC”) since we are out of compliance with our loan covenants. Our 265 

lender has required that our entire loan balance be shown as a current liability due to the 266 

fact that we are not in compliance with our loan agreement and the entire balance of the 267 

loan could be accelerated by RTFC.  On May  31, 2013 the Company entered into a 268 

Forebearance Agreement with RTFC. 269 

Q. What are the terms of the Forbearance Agreement? 270 

A. Manti was granted a three-month forbearance period that allowed the Company to make a 271 

$100,000 partial payment in lieu of the May 2013 payment.  However, Manti 272 

stockholders had to sign over all the stock of Manti and forfeit the RTFC patronage stock 273 

owned by Manti.  The RTFC stock was applied to the loan principal. 274 
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    Pursuant to the terms of the Forbearance Agreement, Manti was required to make 275 

a full payment in August.  Manti was not able to make such payment in August, so RTFC 276 

reluctantly signed a six-month extension (first amendment) to the Forbearance Agreement 277 

accepting another $100,000 partial payment and requiring full future monthly payments.  278 

Manti was able to make the September and October payment, but could not pay the 279 

November payment in addition to the $79,272.07 property tax payment.  On November 280 

25, 2013, RTFC signed a second amendment to the Forbearance Agreement adding the 281 

forfeiture of current ($15,000) and all future patronage capital allocations.  The Company 282 

remains in default with RTFC, and under the terms of the Loan Documents, RTFC could 283 

take possession of the Company at any time.    284 

  285 

Q. What effect has the financial position of the Company had on the Company’s Audit 286 

Report?  287 

A. Our auditors have issued our Audited Financial Statements with a “going concern” note, 288 

as identified in our 2012 Audited Financial Statements, attached to the Testimony of Tami 289 

Hansen, as Exhibit TH 5-- 2012 Audited Financial Statements.  This “going concern 290 

opinion” is discussed in further detail in the Testimony of Tami Hansen.   291 

 292 

Q. How did Manti find itself in this financial situation? 293 

A. In 2008 Manti was faced with a deteriorating copper plant that needed replacement.  We 294 

determined that the reasonable and prudent course of action at the time was to replace the 295 

deteriorating copper plant with a fiber optic cable plant, which is the standard in the 296 

industry.  As a result the configuration of Manti’s  plant, we determined that we could 297 
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offer fiber to the home to our customers at a comparable cost to replacing the existing 298 

outdated copper facilities.  This would provide our customers with state of the art 299 

telecommunications facilities and would protect our plant from quickly becoming 300 

technologically obsolete.  We were informed by our consultant at that time, that the cost 301 

of the fiber construction project would be a recoverable cost for the regulated company, 302 

and that our tariff charge of $5/per subscriber/per month was a reasonable charge to the 303 

non-regulated company.  On that recommendation, we approached RTFC for a loan to 304 

construct the fiber build.   305 

 306 

Q. Did you receive a loan from RTFC to construct the fiber facilities? 307 

A. We did.  We borrowed approximately $3.3 million dollars for the construction project.  308 

 309 

Q. Did you use the money received from RTFC to fund the construction project? 310 

A. Yes.  Beginning in 2009 and continuing through 2012, the Company installed new fiber 311 

facilities throughout its service territory.  This substantial investment in plant was 312 

necessary to replace obsolete and deteriorating copper plant, and was a reasonable and 313 

necessary expense for which the Company, as a rate of return regulated company, is 314 

entitled to earn a reasonable rate of return. 315 

 316 

Q. Has the Company been able to earn a reasonable rate of return on its investment? 317 

A.   No.  Unfortunately, during the Company’s 2008 rate case, our previous consultant failed 318 

to file any meaningful testimony to support the Company’s position which was based 319 

upon his recommendations.  Additionally, during the rate case, our in-house accountant 320 
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quit and Manti was left without meaningful assistance to support its positions.  The result 321 

was a devastating order from the Public Service Commission which Manti is now seeking 322 

to ameliorate.  As indicated, we have a new in-house accountant; have engaged a new 323 

consulting firm; and have made substantial changes to our operations and financial 324 

procedures.  As demonstrated in our Application for Increase in USF including the 325 

supporting Schedules, the Company is entitled to UUSF support in the amount of 326 

$1,559,173.   327 

 328 

Q. Do you believe that Manti has been entitled to that level of UUSF support since it 329 

filed its original rate case in 2008? 330 

A. Yes.  I believe Manti has been entitled to at least that level of UUSF support since 2008. 331 

 332 

Q. What evidence do you have to support that assertion? 333 

A. Generally speaking, since 2008, Manti has lost approximately $950,641.00 in rate base 334 

per year through depreciation.  Additionally, the Company has lost approximately 335 

$807,197.20 per year in depreciation expense.  The Company has slashed its operational 336 

costs by reducing the workforce, resulting in cost savings of approximately $210,348.00 337 

per year.  Additionally, since 2008, Manti has lost approximately 825 landline customers 338 

without a concomitant reduction in costs.  Therefore, I believe I can state with confidence 339 

that over the past 5 years, the Company’s entitlement to UUSF support has been at least 340 

as much as is requested in this Application.   341 

 342 
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Q. Did the Company receive interim UUSF support pending the outcome of the 2008 343 

Rate Case Application? 344 

A. Yes.  Upon application for interim UUSF support, the Company and the Division of 345 

Public Utilities determined that the Company should receive $908,763 in interim support 346 

from October 1, 2008 through April 30, 2011.  The interim UUSF distributions were 347 

reduced to $490,631.04 from May 1, 2011 through December 31, 2012.  348 

 349 

Q. What were the terms of receiving that interim support? 350 

A. When the Interim UUSF support was awarded, Manti agreed to pay back any amounts it 351 

received that were in excess of the amount finally awarded by the Commission at the 352 

conclusion of the rate case.   353 

 354 

Q. Why did the Company agree to the pay back arrangement? 355 

A. The Company believed that the amount of the interim support was set at a level that was 356 

low enough that under no circumstances would the final award be for less than the 357 

interim award.   358 

 359 

Q. Do you believe Manti received interim support which was not justified? 360 

A. I don’t.  The calculation of the Company’s current revenue requirement is $1,559,173.    361 

This calculation is based on investment that was made beginning in 2009 and continuing 362 

through 2012, and is based on the reasonable and necessary operational expenses of the 363 

Company after the implementation of substantial cost cutting measures, and operational 364 

changes that have been developed with Manti’s new consultant and have been reviewed 365 
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by the Division of Public Utilities.  With the loss in rate base that Manti has had in the 366 

past 5 years due to loss of depreciation, the Company’s revenue requirement has been 367 

reduced in the past 5 years.  Therefore, with a current revenue deficiency of $1,559,173, 368 

Manti did not receive any interim funds to which it was not entitled.  The current revenue 369 

requirement substantially exceeds the interim award.   370 

 371 

Q. Do you believe that based on the current Application it would be in the public 372 

interest for Manti to pay any funds back to the UUSF? 373 

A. No.  The UUSF is a fund that is used to offset the reasonable and necessary costs of 374 

providing basic telephone service in high cost service territories within the state of Utah.  375 

Manti has established in its Application, its responses to Data Requests, and in the 376 

testimony that it is entitled to distributions from the UUSF at a level that exceeds the 377 

amount it received in interim distributions.  Therefore, pay back of such funds is not 378 

required.  Additionally, Manti has established that it is in a current financial crisis that 379 

threatens its ability to provide local telecommunications services to its customers within 380 

its service territory. Therefore, it is not in the public interest to require pay back of any 381 

interim amounts.  382 

 383 

Q. If the Public Service Commission requires Manti to payback the interim amounts, 384 

what will that do to the financial condition of the Company? 385 

A. Frankly, if the Commission were to order payback of the interim amounts, Manti would 386 

be unable to make any payments.  In fact, without the additional UUSF support requested 387 
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in this Application, Manti will be unable to continue its operations and three communities 388 

will be left without telephone service.  389 

 390 

Q. Does this conclude your testimony? 391 

A. Yes. 392 
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