
             
 
 

October 22, 2009 
 
Via Electronic Delivery 
 
Ms. Marlene H. Dortch, Secretary 
Office of the Secretary 
Federal Communications Commission 
445 12th Street, SW, TW-A325 
Washington, D.C.  20554 
 
 Re: Notice of Ex Parte Presentation 
  CC Docket No. 96-45 
 WC Docket No. 05-337 
  
Dear Ms. Dortch: 
 

On October 21, 2009, Kenneth C. Johnson of Bennet & Bennet, PLLC, Leslie Greer of 
Advantage Cellular Systems, Inc. (“Advantage”), and Andrew Denzer of Warinner, Gesinger, 
and Associates, LLC, met with Jennifer McKee, Gary Seigel, and Katie King of the Federal 
Communications Commission’s Wireline Competition Bureau to discuss Advantage’s cost study 
in the above-referenced proceeding.1  Advantage discussed its wireless cost study, filed on 
March 27, 2009, and provided the Bureau with the attached presentation. 
 

Pursuant to Section 1.1206 of the Commission’s Rules, this letter is being filed via ECFS 
with your office.  If you have any questions, please do not hesitate to contact the undersigned. 
 
   Respectfully submitted, 
 
   _______/s/__________ 
   Kenneth C. Johnson 
   Counsel for Advantage Cellular Systems, Inc. 
Attachment 
     
cc (via email):  Jennifer McKee 

             Gary Seigel 
             Katie King 
             Antoinette Stevens 

                                                 
1 Comment Sought on Advantage Cellular Systems, Inc., Request for Cost-Based High-Cost 
Universal Service Support, WC Docket No. 05-337, CC Docket No. 96-45, Public Notice, DA 
09-1563 (July 21, 2009). 
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Purpose of Filing

• Advantage Cellular Systems, Inc. (Advantage Cellular) is requesting cost-based Universal 
Service Support and has submitted a wireless cost study to the FCC in support of this request.

• Advantage Cellular is a facilities-based provider of reliable and advanced commercial mobile 
radio services (CMRS) in rural portions of Tennessee.  Over the past several years, Advantage 
Cellular has undergone an extensive network upgrade to bring GSM technology, the most 
widely utilized CMRS technology worldwide, to its subscribers in rural areas of Tennessee.  

• Today, Advantage Cellular offers a high quality 2.5G network and plans to upgrade to a 3G 
network, offering its rural customers faster Internet connection speeds and new, advanced 
mobile services.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Warinner, Gesinger & Associates, LLC,

• Warinner, Gesinger & Associates, LLC (WGA) was selected by Advantage Cellular to 
conduct its cost based Universal Service Support filings.

• WGA is a Certified Public Accounting (CPA) firm that specializes in accounting, 
di i d l l i i id d l i l hauditing, tax and regulatory consulting services provided exclusively to the 

telecommunications industry. WGA is also nationally recognized for its expertise in the 
areas of cost separations studies and access tariffs.

• WGA has been providing regulatory consulting services to the telecommunications p g g y g
industry for over twenty years.

• WGA uses Revenue Management System (RMS) to perform cost studies to support the 
regulatory filings of telecommunications service providers.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Revenue Management Systems (RMS)

• Revenue Management Systems (RMS) is software program designed to perform cost 
allocations in accordance with Parts 36 54 and 69 of the Code of Federal Regulationsallocations in accordance with Parts 36, 54 and 69 of the Code of Federal Regulations. 

• RMS has been used in over 200 telephone study areas by regulatory agencies, consulting 
firms and telephone companies.

• WGA continually enhances RMS to remain current with changing FCC cost allocation 
rules and software technology.

• RMS and the related high cost support algorithms have been reviewed and approved for• RMS, and the related high-cost support algorithms, have been reviewed and approved for 
use with Independent Local Exchange Carrier (ILEC) cost study filings by the National 
Exchange Carrier Association (NECA).

• Advantage Cellular selected RMS because it wanted a proven model that has been used g p
by the wireline industry for cost study filings, which eliminates the need for the FCC to 
“approve a new model.”

4



Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Process

• Advantage Cellular chose to use existing wireline costing processes and procedures already in place to 
support its costs for recovery from Federal Universal Service programs.

• The wireline costing process used by Advantage Cellular incorporates the following:

– Determination of wireless investments, reserves, revenues and expenses using an allocation process 
that complies with Part 64 of the Code of Federal Regulations.p g

– Determination of jurisdictional revenue requirements for its wireless operations using cost allocation 
rules codified under Part 36 of the Code of Federal Regulations.

Determination of revenue requirements by access element for the interstate jurisdiction using cost– Determination of revenue requirements by access element for the interstate jurisdiction using cost 
allocation rules codified under Part 69 of the Code of Federal regulations.  The interstate Carrier 
Common Line (CCL) revenue requirement was used as the basis for determining Interstate Common 
Line Support.

– High Cost Loop Fund (HCLF) and Local Switching Support (LSS) calculations based on rules 
codified under Part 54 of the Code of Federal Regulations.  The HCLF and LSS algorithms used by 
ACS were developed by the FCC for use by the Universal Service Administrative Company (USAC) 
to determine support payments for qualified local exchange carriers.  Under the guidance of USAC, 
these algorithms were distributed to NECA and to local exchange carriers for determining annualthese algorithms were distributed to NECA and to local exchange carriers for determining annual 
HCLF and LSS support payments due from USAC.

5



PART 32

Average Net Investment = ANI

Operating, Expenses & Taxes = OE&T

MSG = Message

PVT LN = Private Line

CCL = Carrier Common Line

Cost Allocation Process Flowchart
Overview of Advantage Cellular’s High Cost Support Filing With the FCC 

PART 32
ANI  - OE&T 

PART 64

SW = Switched

DA = Directory Assistance Info

TRANS = Tandem Switched Transport

SP = Special

IX = Interexchange

Non-Regulated
ANI  - OE&T 

Regulated
ANI   - OE&T 

PART 36 = REVENUE REQUIREMENTPART 36 = REVENUE REQUIREMENT

Local/EASIntrastateInterstate Total Companyp y

MSG MSG MSGMSG PVT LN PVT LN PVT LNPVT LN TOTAL

INTERSTATE PART 69 REVENUE REQUIREMENT

CCL IXTRANSSW SPDA TOTAL 
INTERSTATE
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Procedures

• Advantage Cellular provides wireless, resold long distance and video services to customers 
within its service area and the service area of its wireline parent, Dekalb Telephone 
Cooperative, Inc. (DTC).  

– DTC performs various management, network, billing and accounting functions for 
Advantage Cellular.  

– DTC’s costs associated with the operations of Advantage Cellular are identified in the 
cost study of DTC using Part 64 procedures and removed from DTC’s regulatory filings.  

– DTC’s costs associated with the operations of Advantage Cellular have been included in 
the joint and common costs of Advantage Cellular for purposes of its filing with the 
FCC by use of cost study adjustments.

• The relevant rate base and expense accounts of Advantage Cellular were mapped to a Part 32 
account format to accommodate the application of wireline categorization and cost 
allocation procedures.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC
Advantage Cellular Wireless Cost Study Procedures

An example of the Part 32 account mapping process is provided in the table below:

ACS’s  
Account 
Number

ACS’s Account Name DTC’s 
Part 32 
Account

DTC’s Account Name

10300 INVENTORY 1220.1 INVENTORY

30210 BLDGS-BLDGS & IMPROVEMENTS 2121 BLDGS-BLDGS & IMPROVEMENTS

31830 BILLING SYS. EQ & SOFTWARE 2124 BILLING SYS. EQ & SOFTWARE

30720 GSM SWITCH - NORTEL 2212 GSM SWITCH - NORTEL

31210 MICROWAVE – EQ, MAT & SUP 2231 MICROWAVE – EQ, MAT & SUP

32020 VIDEO EQUIPMENT 2232.9 VIDEO EQUIPMENT

30910 TOWERS – EQUIP MATL & SUPPL 2411 TOWERS – EQUIP MATL & SUPPL

63510 LEASE EXP – SPACE & LAND 6121 LEASE EXP – SPACE & LAND

61020 MAINTENANCE - NORTEL 6212 MAINTENANCE - NORTEL

75200 LD CIRCUIT EXPENSE 6232.9 LD CIRCUIT EXPENSE

67080 SAL & BENEFITS - MAINT 6411 SAL & BENEFITS - MAINT

50355 GSM ROAMING EXPENSE 6540 GSM ROAMING EXPENSE

61310 DEPRECIATION EXPENSE 6561 DEPRECIATION EXPENSE

62125 BILLING – TSI SMS 6623 BILLING – TSI SMS

62170 BILLING SVC VERISIGN 6623 BILLING SVC VERISIGN
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62170 BILLING SVC – VERISIGN 6623 BILLING SVC – VERISIGN

81000 SALARIES & BENEFITS 6720.9 SALARIES & BENEFITS

67040 SAL & BENEFITS – GEN/ADM 6728 SAL & BENEFITS – GEN/ADM



Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Procedures

• Advantage Cellular applied Part 64 cost allocation procedures to its rate base and expense 
t t t it i l t f it l di t d id taccounts to segregate its wireless costs from its long distance and video costs.

– Costs were directly assigned whenever possible.

– For costs that could not be directly assigned, cost allocations were determined based the 
f ll i t tt ib ti dfollowing cost attribution procedures:

• For attributable costs, attribution links were determined and applied as considered 
appropriate and reasonable.

U tt ib t bl t ll t d b t i b d l ll t• Unattributable costs were allocated between services based on a general allocator 
determined in accordance with Part 64 rules.

Ad t C ll l ’ P t 64 t ll ti d t d i d t il i T b 3 f th• Advantage Cellular’s Part 64 cost allocation procedures are presented in detail in Tab 3 of the 
filing material titled Supporting Documentation.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Procedures

• Central Office Equipment (COE) and Cable and Wire Facility (CWF) investments associated 
with Advantage Cellular wireless services were categorized in accordance with Part 36 rules 
based on the functions of the equipment determined through discussions with Advantage 
Cellular management.

• Advantage Cellular used a Trunk Analysis report at 6/30/08 to allocate its COE Transmission 
Equipment costs between Subscriber and Interexchange services.  This Trunk Analysis report 
was deemed representative for the test period.

• Wireless costs associated with text messaging were assigned to categories associated with 
special access services in order to remove these costs from Advantage Cellular USF support 
calculations.

10



The basic plant design of Advantage Cellular with associated categories is provided in the diagram below:

Overview of Advantage Cellular’s High Cost Support Filing With the FCC
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Assumptions

Significant assumptions used in the cost study by Advantage Cellular are as follows:

– Jurisdictional traffic factors used in the study were developed from minutes used to support 
the FCC Form 499 filings of Advantage Cellular.

Th ll Di l E i t Mi t (DEM) i hti f t t d t b– The small company Dial Equipment Minute (DEM) weighting factor was computed to be 
2.625 based on an average of the weighting factors for the twelve month period ending 
June 30, 2008.  Advantage Cellular crossed the 10,000 line threshold during October 2007.

Th B i Offi St d ll ti f t f ll ti C t S i– The Business Office Study allocation factors for allocating Customer Service expenses 
between the Service Order Processing, Billing Inquiry and Payment and Collection 
categories were derived from the 2007 DTC cost study.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Wireless Cost Study Assumptions

Significant assumptions used in the cost study by ACS continued:

– The end user revenue factors for allocating Marketing Expenses and Customer Service 
Expenses to the interstate jurisdiction were developed using the interstate revenue factor 
from the FCC Form 499Q data of Advantage Cellular for the third quarter of 2008.

– The Benefit amounts for the HCLF algorithm were developed from DTC benefit ratios for 
the year 2007.  These ratios are considered appropriate because all Advantage Cellular 
personnel are paid from DTC and are directly assigned or allocated to Advantage Cellular 
based on time studies and payroll hours.based o e s ud es a d pay o ou s.

– Test period depreciation reserves and expenses were allocated between primary account 
groupings for Part 36 based on the detail 2008 audit workpapers. 

– End user common line charges were imputed using the single line rate of $6.50 per line to 
calculate the Residual ICLS support amount.
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Advantage Cellular Systems, Inc. 
Cost Supported USF Filing

Advantage Cellular Systems, Inc. 
Cost Supported USF Filing

Advantage Cellular Cost Study Results and Supporting Documentation

pp g
March 27, 2009

Transmittal Letter
1 Summary of Anticipated Support & Cost Study Certification

Cost Supported USF Filing, 
Supporting Documentation

March 27, 2009

1. Trial Balance Used as Account Balances per Books 
6/30/08

1. Summary of Anticipated Support & Cost Study Certification
2. Part 36 Cost Study
3. Part 69 Cost Study
4. RMS Cost Study Inputs 6/30/08 (current year)                 

6/30/07 (prior year) 
5. High Cost Loop Data Request and Algorithm (HCLS)

2. Booking and Cost Study Adjustments
3. Part 64 Allocations of Video and Long Distance Service 

Costs
4. Regulated Summary of Inputs to Part 36
5. Loops Worksheet and Circuit Summary
6 Development of Weighted Dem Factor

6. Local Switching Support Data Request and Algorithm (LSS)
7. Interstate Common Line Support Calculation (ICLS)

6. Development of Weighted Dem Factor
7. Central Office Equipment Categorization 
8. Cable and Wire Facilities (Towers) Categorization 
9. Development of Depreciation Reserve and Expense
10. Development of Depreciation Reserve and Expense 

Adjustment based on COE Categorization 
ll i f i d h11. Allocation of Fixed Charges

12. Development of Benefits for High Cost Loop Data 
Request
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Overview of Advantage Cellular’s High Cost Support Filing With the FCC

Summary of Resultsy

ICLS LSS HCLF Total Federal 
Support

Revenue Requirement Part 69 A1 1 of 1 $3 079 484Revenue Requirement, Part 69, A1 1 of 1 $3,079,484

Less: FUSC Revenue Billed $ 52,150

Less: Imputed SLC Revenues- Average Lines 
9877 *$6.50 *12 months

$770,406

Current Period Net Investment $1 441 561Current Period Net Investment $1,441,561

Prior Period Net Investment $1,514,134

Average Net Investment $1,477,848

Return on Investment $166,258

Federal Taxable income $182,345

Federal Income Tax Requirement $63,821

Expenses and Other Taxes $1,081,002

Local Switching Revenue Requirement $1,311,081

DEM Additive  (Tab 6 of Cost Support) .139607

Study Area Cost Per Loop (SACPL) vs. $355.85

National Average Cost Per Loop (NACPL) $382 97
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National Average Cost Per Loop (NACPL) $382.97

Total Computed Support $2,256,928 $183,036 $0.00 $2,439,964



This presentation is available via e-mail to      

Andrew A. Denzer at 

denzer@wgacpa.com
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