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Euctdin s. ... , . 

Awlfe Ptrpp'; Wt: have arrli"-d the proc"-durcs dcS4:rihL-d in ~..:lion II of this repnr1 tu 
audit the schedules of Anuge Rate ltasc. Net Operating Income and Capital Structure 
(as included in the Earnings Surveillance Report) ftn the twelve nwmth period "-nding 
Oec:ember 31. 1996 prepared by l:ronti"T Communications uf tiM: Suuth, Inc. tl~r their 
petilion for Rate Rc-Uulancing. 1:1~C lltxket 960766-TI.. 

~ l.iailetiM; Frontier Communications did not pmvidc a Gencr.all.edger 14•r 

12/31196 which agreed to their TriaiUalance at 12/31196. When OK:cuunt hal:u1ees 
differed. we ~ told to usc the Trial Balance amount. 

Di¥leie Pwllllc UK; This is an intcmal.:counting R.'J'Ort pn.,an-d after perlimnin~ :a 

limited scope audit. Accurdingly. this 004:\UU\.-nt must not be rdiL-d upon ltlJ any purpt•~ 
except to assist the Cummis.'lion staO" in lhe J1'-Ttl•maance tn their duties. Substantial 
additional work would have to be pcrfoma"-d to satisly generally accepted auditing 
standards and produce audit'--d financial statements fur f'Uhlic UK. 

opelge; Tbe scheduk-s of A \'t:rage Rate Uase. Net Orcrating Income and Awro~ge 
CapilaJ Strw:ture for the twelve: month J1'-Tiod ending IAoc;embcr 31. 1996 n.-pn.'S'--nt 
Frontier Communication of South, Inc.· s books and n...:ords mainlaii"--d in substantial 
compli~ wilh Commissitm l>irectiws. The cxpn.-s.'l'--d upiniun extend tmly tu the 

SCOf'C of work dcscrik-d in ll'-..:tion II ul'this R.'J'Or1 . 

I) 

2) 
3) 
4) 

5) 

6) 
7) 

IC) 

9) 
10) 

Company failed to provide infonnation. in violation uf the I: lorida Adnainistratiw 
Code Rule 25-4.019. 
Company did not adjust its property tax ~crualtu ~tual tax expense li.•r 19tH•. 
Company did not usc current ck-pn:ciation r.ttes. 
Company began charsing lnt~ During ConsliUction in June. 1~. rctro~tih· 

to January. 1996. 
Company· s Adv'-'rlising Account contaift'--d charges ftlf contributions. 
membership fc."Cs and d~s. 

Company failc.-d to '"..:t,d certain revenues to the Oener.tl tedger during 1~ •. 
Stall" computations l(•r Average Rate Uasc and li1r Awrage Capital SinK lure J,, 
nut ugn."C to t'onar;any's Computation in its ESK liling. 
Ctwpany included non-regulated cxrcnscs in its I:SR liling. 
Company incl~-d noo-n:curring costs in its Net Operating lnconae. 
Company did not pnwidc Affiliated Company costs charg"-d to ur by huntier 
(.'ommwaications ufthe South. 

-l-

- _______________ _j 



II . Awdit Sc.Jw: 

The opinittns cootailk.-d in this rcron an: hu."'--d on the audit wurk dcscri""--d hcluw. When 
u~-d in this report. the l'llllowing definition shall arrly. 

COMPII.m> ·The audit stafl' n.-condlcd exhihit amcmnts with the generulledger. 
visually scanlk.-d OM:cuunts for error ur inconsistency. disclu~-d any unresulwcl 
error. im.-gularity. ur incunsist~-ncy. and. excert a. .. nut~-d. rcrfunn~'C.I nu uther 
audit work. 

A VERAG£ llA Tf. 8A.4tt:: Cumpil.:d Plant in Scn·ice at 12/3 I /96. lkterrnincd 
Company· s usc of appropriate: CapilaJi1.ation \'s l:xp.•n!iC accounting method. ld~'l'ltitied 

large projt.-cts compk:t'-'1.1 hy company since 1992. Compiled and r"-comput'-d 
Accumulat'-d l>c:pm:iation. Nunnali7.4'C.I the one-time: hooking uf dcpl\,-ciation a.o; a result 
of the 1996 Depreciation Study. Anai)'1.4'C.I and comput,'IJ Tekrflcmc: l11ant under 

Cclnstruction. 1~'1"..-milk'\11 that Company hcgan thart:~ing lnlercsl during Cunslrucliun in 
1996. CompMted Workin1 Capital Allowance. lk1ennincd <ienc:ral Surron As~1s and 
associated Acc:wnulak.-d IJcrn,-ciation that W\.'I'C: ullucahlc: tul .. lurida. Cumrarcd Awr.tl:'-' 
Staff c.omputcd Rate l"'-o;c to ( 'ump;any tiling. 

NET OPERATING INCOME: Compik-d Op:rating Rev'-"nuc:s and ExpmS4'S. Ohtaincd 
company's all~ion mcthodoklg)' for 1'\!gulat~-d and nun-rea;ulat~-d amounts. Reviewed 
parent company procedures fur charges to and from atliliates. Re,·iew"-d rolicies 
relatina to Customer Deposits and Uncolkoc:tiblc Rev'-'l'llM."5, Adn"rtising. Charitable 
Contributions and l-obbying. Obtained n:a.'IOn for 91 .5% increa.o;c in Plant Sp.-citic 
c:xrcnscs from 1992to I99S. C'alc:ulat'-d arrlicahlc: Income: Taxes. Comrared Net 
Op\.'filting Income Schcd11lc: to C'ompany tiling. 

A VERAGF. CAPIT AI. STRIJc.TVRE: Comrilc:d Capital Strut:tul'\! at 12/31/% . 
lktc:nnined Cost of Capital. Cah:ulatcd long-tc:nn cost rate. Reviewed company's roliq 
regarding equity ratio. Adjusted Capital Structwe for non-n:gulat"-d/non-utility a."scts. 
Complftd Staff computed Average Capital Structure to C•Hilpany filing. 

OTHER: Obtained list of lktn·n:gulat&.-d. non-utility services the compan)· is cumntly 
pro\•iding. Obtain&.-d and sc:anne\1 199S 1:'-'C.It:ral and Stat.: lncmnc: Tax Returns fltr any 
unusual items. Deterrninc..-d Company's compliance with Rule: 25-14.013. Accounting for 
Deferred Income Taxes Under SAS 109. 

• 

. _! ___ . ____ _j 



,\lJUIT t :X(;f.Pl'ION NU. I 

Sllll.n:CI': t",\ll.tJIU: 1'0 l'ltUVIUt: l !lilit"Oil:\lt\ 1'10~ 

In I )u\:ulllclll f(c4ucst C I)() 1 Nu:.. 2M ami 211. hunt 1cr t 'ommwuc.llllln!'> of tiK· South. lm: 
t( 'ump:my 1 wa.' ;1:.-kcd to pru\'ide mlonnallun rcga11hn~-: 11:. l.ocal Scr\ 1cc R"'' elt.tlc~ 1 I'JII ; 1. 

St:lle A\:\:css f(cwnues t I 'N I • I 'J'H, ). :mJ l.ong I )istann· f("·' l'lllll':> c , uh:.l.'lJIICilt h • 1,,_, 2 1 h1 
UO No. ·B. t'umpany was a.o;ked h• prm·1de \:HSb and .;c•urn· ,tun nnentatiun li•r l.and .md 

Htn hhng~ c l')lJ:\1. 

lntlw respunsc tu Uucumcnt f(e,jucst Nt•~ 2M ami 2'1. t 'omr•:n•~ ~tah:.lrhal " I h"· t 'ump:m~ due ' 
nnt ha\ c :1cces.o; tulhe llruper rccnrds in Rocheslcl'. N. Y In an:mcr tin~ '1ucs11nn I he IC"'""'' :tl\.' 
stored in Atmore. AI.. withuulthe JlfiiJ~r r~rsunncl at the lut:atiollllll'\."tricw th\.· IC\.'IIhl' 

currently. 'llte ( 'ump;my has :t\';rilahll- :n.:cnuntllll! rcrurlls to c:.plainthl' ll'H'IIII\'!'> .md "''1''-' 11 ' ' ' ' 
\':trJallons li1r I he years l'N5 :ami I1Nh at the i{uchester. N. Y lucallun I""' t 'umpan~ plan' <~II 

rcl,l\·ating ;rll aceuunling records hum Atmore. 1\l. 111 anolbih.' :.loragc r:adlity 111 l<ud 1c'l"'' · 
K Y h~ tlw end ufl tJ'I7." 

In its rcsr-msc to llucumt.-nt Request Nu. ·H l'ump;my ag;ain !->lat\.'tlthat th"· record~ :m· '"'r"·.t in 

:\tmor"'· AI. withuultlrtlf1Cr (1CfSIIIIIII:Itu rctric\c them. And." I h"· t '~tmpan~ j, "'"" "'1111~ 

,·,•nt:Ktmg the ' "endm li1r cupac~ ul th"· 111\'ulcc~ ""''"ill ti•f\\ :mlthl'lll tu thl' H I'SC · ·\ :11ht 
Statr !'> unicc in Tampa. Fl. llf"lll rccdpt hy thL· Cum flail~ ... 

i\I IUI'I' OPINION: 

The t \ 1111pany is in vinlatiun ul'th~· Hurida Administr.ttiw ( 'ulle l{ulc ~5--t.OJ') I II " I hl· 

utilil~ ~la.tll als.•li.1mish the ( 'ummi~~iun with an~ inliiOn:tltHII CHIIC\"nun~ the uti lit~·' ta~· •htll'' 

ur ''1"-"r.ttiuns which tlw ( 'unuuis-;iunmay r\.":tSIII&ahlc retJIIl."~t and '"''luirc. :\II sud1 data. unl'-'!'>' 
uthcf\\ISI: specified. shall I~~: l.'onsi~tcnt \\ith :mJ n.·colll.'ilahk "ith thl· ut i lit~ ·, :umu.tll'-'1" '"'" 
the ( ·ullunas.o;iun." 

Sine,· it is the Cumpany's urtiun us tu where rel.'unls ilrc sh•r,·tl. this sht~uld nut prcdu,k th"·i1 
rcsp&~nsihility under f(ulc 25·-t.Ul 1) tn timnsh tl:tlil a~ rc&Jtll'~lcd. 

att:c ·ctl\tMt:NI)ATION: 

rhc ( ·umpany shuuiJ prn\'i\1\.· th\.' tl:ttil it!'> fl''Jtll'Sil'\1. When Jlr&l\ j,ll',l. thL· inti•nnatillll \\til . ... 

lilfWardcd as a SUI"f'JemclllaJ hinder Ill tht: Wllfk f'i1(1Cf:> 

·!\-
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AUDIT DISCI..OSURF. NO. I 

SUBJECT: ACCRUAL OF PROPERTY TAXL~ 

STATEMENT OF t'ACf: 

Company accrued monthly amounts for property taxes in its Gcm-rall.edger which totaled 
$114.310. 

l•ropcrty taxes (real and tangible) due and payable at the NuvcmiK.T (maximum discounted 
month) amount. for 1996,totaled $112.750. 

lbe difference between the tax acc:naals and the actual amounts due lhr laX'-'S is S 1,560. 

In its n:sponse to Doeument/Rec.ord Request 1131, Company slat'--d that "ll is the company· s 
polic:y to ac:crue property tax"-s t() the expcn.~~e ~ounts during the cum:nt ycar un a llltmthly 
basis based on an estimate of last year's l'fl~Tl)" laX'-'S paid with an inllaticm factor added litr the 
cum:nt year. When the actual property tax bills are n:c:eiwd, the wmpany pays them against the 
estinudcd accrual account and the expense acco&mts are adjusted for any undc.T or owr accrual uf 
expense for the current year. The adjustment for the accrual of CXJ1'.'flS4: for 1996 did not occur in 
1996; insad the lldjustmena for 1996 property taxes paid will occur in 1997." 

AUDIT OPINION: 

Based on the difference betWC'-"R 1hc accrual and the actual taxes paid, an audit adjustmcnt shuuh.l 
be made to reduce the 1996 Propmy Tax Expense by $1,560. 

i 
.. ···-----···· ---- -- j 



AUDIT DISCLOSURE NO. 1 

SUBJ£CI': RATES USED TO CALCULATf: DEPRt:CIA TION EXPt:NSE 

S'I'ATEMt:NT Ot' t'Acr: 

In lhc 1996 Depreciation Study by frontier Communications of the: South. Inc. (PSC Onk:r Nu. 
PSC 96-1431-GOG-n; Docket 960711-n). lhe Commission ~ved Average Remaining 
l.ife (ARL)- Depreciation rates wh~h wen: calculated out to onc-tenlh of one r-.on:cnt (O.<t). 

In computing depreciation c:xpc:n54:. the Company used ck-pn.ociation ratc.-s calculatc.-d out to onc
hunclredth of one percent (0.00.) 

Using the audit computed Average Plant in Service totals. saaR· pcrtOnned a calculation to 
d.ctennine the resultina difference in Depreciation Exrc,.onsc, when using the Company rates and 
the Commission rates. Depm:iation expense was as f«•lktws: 

Depreciation Exs-.onse (Company ratc.-s) 
Dcprcciation Expense (Commission pm~Cri~-d rates) 

AUDIT OPINION: 

s 54'1.443 
547.599 

s 1.844 
=--==·=-= 

Recommend Company use Commission pm~Cribcd rates a.'i listc.-d in the ltSC Or~r I,SC-%-
1431-fOF-n. Also, based upon the above noted difTen:ncc. an audit adjustment should be 
mad4: to reduce Depreciation expense by $1.144. 

-1-
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AUDIT DISCLOSURE NO.3 

SUBJEcr: INTEREST DURING CONSTRUcriON 

STATEMENT OF FAcr: 

tic ginning in Jw~e uf I '1%. l 'ttiiii'~'"Y hcgan da:uging lntctc!-1 I )ming t 'unstrm:tiun C II K ·) lu 

Telephone Plant Under Construction ('rt•UC). 

In n.~ to llocument R""WN Rc.'\f&M.'!I1 No. 35. Comrany swt"-d that it " .... swrt"-d 6130/% 
n.~ording interest during construction (IOC) on telephone plant undl.-r constru~:tion projects with 
an '-'lltly in its gc:neral ledger ac:c:ounts n:troacti\•e to 111/%." 

Company further !itak>d tlwt its au&huri:t.ati<Hl was ''FCC l>oc:ket 93-50 ltn Allowance fur huuJ:.. 
U!i'--d Durina Construction (AI:uoq on construction projects with an eff"~tive date uf9/(,/'J5. 
The docket moves more towards GAAP (I:AS-34) in requiring that the inten."St r.ate to he usccl 1111 

the telephone plant WMk.-r &:tmstructinn (intcn."St during cunstructinn) !-huuld he ba.o;cd em a 
company's weighted-average cost of «k:bt and that all construction projects would now he 
eligible for AFUOC as the distinc1ion between short and kmg-tmn telephone plant under 
oon~ion has been dimiRitcd. for l:ronakor' s Telepho~~e Ciroup Compani.:s who follow the 
fCC rules for both intenlate and intrastale n.-porting. thisl:c c Uock'-1 was adopt"-d during 19(1(, 

retroactive to 111196 for all telephone plant under c:onsii'Uction proj"~ts autbori7.4-d and/or 
expenditures to date, per the CWIP sub-1"-dger. of$25.000 or more. Project.'i accrue IUC atlcr 
$5.000 of material or labor has accumulated in the cwn• sub-1"-dger fin the project." 

The Company's annual weighted-average cost uf debt was 6.1o/e thr I 996 a'i calculated by 
fronti\.-r Corporation's regulatory statT. The company's annual weighted-average cost uf dcht 
will be recalculated on an annual basis and the IUC c:ak:ulation rrugram muditicd accordingly ... 

On a schedule provided by company. audit staff noted aOialllX: computed for 1996 "-quak-d 
$12.882. 

All PIT OPINION: 

An audit calculated baJanc:e for IOC. clwged lo florida Tt•uc projecls, cqual"-d $4,752. 

This lnfonnatioo is provided for informational purposes only. 
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AUDIT DISCU»SliKf. NO • .e 

SVBIF.<.T: V ARIANCt:s IN AVt:RAGF. RA TF. BASt: BAI.ANCt:s 

~TA TF.MF.NT Of f A<.T: 

Audit computation of sc:v~r.al Awr.ag~ Rate llasc: items differ fium thu~ amuwus rccuukd hy 

Company in its 1996 Earnings Surveillance R'-,00 (ESR). 

Specific differences. in the av\.-rage balances. W\.'h! not\.-d: 

I) Cable and Wire l:.:ilitie5 (!Jiant in Service) 
2) Accwnulated. Depreciation 
3) Telephone 1-tant Under Ctmstruction Cll'll(') 
4) WorkintJ Capital Allowance 

A vcragc Ualancc 
l'cr ( 'umpany ESR 

5,9(,(),503 
4.234.83~ 

246.(,97 
40,7K9 

A \ 'g Ualancc 
l'cr StatT l>illcrcn::c 

5,9ft2,K33 
4.1t)'),2Cl(t 

241.878 
I.02lt 

),HII · 

12 '\.f•:!'l 
4.KI'I 

·w.7t.l 

We comput"-d the 11\'ctage balaM:es (fttr t'able and Wire Facilitk'S and Working Capital 
Allo\\UCC) usins the Gencrall.c:dger (GIL) baJanc:e at 12131/9S, adding the monthly acth·ity t( tr 

each month (January 1996thru ll\.~\."nlber 1996). and then calculating 12 month-end halanccs. 
using a tutus formula. The n:sultant 12131196 balance wa.o;th\.-n agn.~d to the (i/1. balance at 
12/3 1196. •·or the c•Mnputation of the working capital allowance. Staff U."'--d the account 
nwnhers that were provided by company in its response to llocummt Request No. 20-1 . 

Averase balances for Telephone Plant Under Consttuctioo (TI'lJ<.:) W\."1\.' comput~d using 
Company prepared schedules entitled .. Gross Additions - Fmnti~r ofth~ South - lktail". 'I Ill'~' 
schedules listed c:urrent month and y~ar let date totals. hy wurk unk-r. The wurk orders were 
summarized by Plant Ac:counts to be used when the work orders ~ ct~>d. 

Awragc baJIIRC4."S for Accumulat\.-d 1}\.-preciation W\."1\.' cnrnrut\.-d using the balance for 
a£cwnulaled dcpn:ciation per the 1:PSC Depn:ciation Study audit at 1/1 /96. Monthly 
d\.-preciation was then cakulatcd, usins thc Plant DalaM"-s at 1/t/% and Commission rn:scri~d 
r.atc."S from the same audit. Finally. Company adjustments l(tr all accuunt adjustments Wld ti •r 
rlant r\.-til\.ommts were then incorporated into ~1aJT 54:hedule. 

AUDIT OPINION: 

Audit calculated balances should be Wi4.-d until the Company is ahle to reconcile the diff\.'n.'nces 
noccd above. 

_,_ 

• 



AUDIT DISCl.OSUIIt: NO. ~ 

SlJBIF.<.T: CHARGE.~ TO INCORRt:er ACCOUN'I'S: 

STATf.Mf.NT Of f'AC.T: 

The Company was reqU&."lllcd to provide certain invukes suwurting charges tu Adwrtisin~. 

Acwunt 6722. The invoices w&.on: n:view&.-d by the auditor. 

AUDIT OPINION: 

Invoices in the amount of$2.521 .44 were charg&.-d incumoctly In Account6722. They were ti•r 
contributions and memb&.-rship lc&."S and dues that an: prnp.'rly charged to Account 7370. ( )f this 
tc:,laf. 2S% or'$630.36 should be tc:nK•wd trum the! Hnrida A~cuunt 6722 and charg\!d to the 
Florida Account 7370. 

. ... 

• j 

~ 
I 



AUDIT DISCLOSURE NO.6 

SUBJE<.T: Rt:VENUt: ADJlJSTMt:Nl'S 

In response to Document Rcqtk.'St No. 41. Company stat~-d thatthc:y did not hook amounb 
n:lalcd to access revenues during the: months of Non'fll~'f and I )cccm~'f. 19%. due to an 
oversight. This was ~pri~'CI of$65,316 for switched access, $4,342 for spt"Cial acc~'Ss and 
S 19.390 for state aca.'S.-.. 

In response to Document R~-qucst Nu. 29, the Cumrany stated that they did not honk atl ;m1uun1 

uf$7,694 for toll private line rewnucs and $1&.124 ut'lung distance n"-'S.-.age reventk'S . . , hl' 
above amounts were indudcd in the: 1996 Earnings Surveillanc:e Report (ESR). 

The company also made adju.'ltments in its I~SR lo incn:a.w R~'flt Revenue and Uir..•dury 
Advertisift8 Revenue by S2. 900 and $34.054, n:sp.~ti\·ely. The: adju:">1rm.'flts were based UJIIIII 

thirteen monlhs of R:\'~-nues. 

e• AUDITOPINION: 

The amouniS related lo ~ess revenues, renl revenues and din.~lt)f)' adn'ftisiug n:ven~~es should 
have been recorded on the books of the: Company rather than an adju.wnentlu 1hc: I:SR. TIK·~ 

amouniS should be incluck-d in the AMual Report to the: Commissilm so fulure year cumpurisun)O 
will be valid. 

l'bc: rent revenues and din."Ciory advertising revenues should he for the: calendar year and nut flu 
thirteen months of revenues (Oea:mbcr 1995 thru lA~~'fnber 1996). as the: ComJliiiiY has 
calculated. The rent revenue adjustment should be dccn:ased hy S68 to $2.132 and the directory 
advertising revenue should be reduced by $2,351 to $31 . 696 tu eliminate the ll\:ccmher I4JtJ5 
portion of the adjustment. 

-II-



AUDIT DISCLOSURF. NO. 1 

SIJIUt:cr: VARIANCt:O~ IN AVF.RAGF. CAPITAl. STillJC,TlJRt: BAI.ANC't:.~ 

Sl'ATF.MF.NT OF FA<-T: 

Audit computation of the Average Capital Structure and Adju.<dments to Common l:quity diller 
from those amounts n.'COI'dcd by Company, in its 1996 Earnings Surveillance R'--port (l:SR). 

We computed the Average bal~ using the GmmtiiA.-dgcr(GII.) balance at 12/31/95, addin~ 
the monthly activity for each rnonlh (January 1996 thru lk"tmlhl.'T 1996). and then ~ah:ulating 12 
month-end balllx:es, usins a Lotus fonnula.. The 12131/96 balance was then agn.'\.-d to the {j/J. 

halancc a1 12131196. Additionally. \\'e compan:d the Gil. account balances to the balances per the 
·rrial Balance (TID) at 12/31196. When= differences bt..1w'-~n the (i/1 . and the T/14 were noted, we 

US'--d the 12/31196 rnonlh1.-nd balance P'-'T the Tilt in the computation uf the A ver.age Ualancc. 

We noted specifiC ditlermccs in the awrage bolanc.:s of the f(,Jiowing account groupings: 

Average Balance Avg 1'-slancc 
P'-'T Company I~SR Iter Stair llilli:rcncc 

-------------------.--- ------····-· ············-·-
I) Lons· Term Debt 9,592,713 9,584,353 < 8.360> 
2) Common Equity 17,045,020 15.917,753 <1.127,267> 
3) Non-Rqulalcd Investments 1,113,278 1.092,063 < 21 .21!i> 
4) AIR Frontier lnvt:Stmcnts 4 

lnt'--n.-st RC(Civable 4,264.213 4.164.804 99.4(»') 

The list of~ and the acc:ount groupings that wen: used by Slaff. in the computation of the 
av~ balances, for items (3) and (4) above. wt.-re provick-d by the Company in its response 1t1 

Document Request No. IS. In a telephone conversation with Company personnel. saan· was 
provided the acc:ount aroupinp for items (I) and (2) above. 

AUDITOR OPINION: 

A portion of the difference rnay be due to the fact that we did not have a final General 1."-dgcr. as 
noted in the scope limitation. 

The Company should be n.oquif'--d to n.-concile the diffen.'UC.:s not"-d above. 
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AUDIT DISCLOSURE NO. I 

SlJIUF.Cf: NON·Rt:CeUI.ATt:l) t:XPF.NSF.S INCUJI)t:b IN t:SR fiUNCe 

Sl'ATF.MF.NT OF FACTS: 

The Company provided a copy oflhc 1996 Telephone Earnings Surveillance R'-•port (I~SR). 

Using the c:ompany provided 1996 Gcm'nll tedgcr and TrialllallW:c al 12'31 196. Staff prepared 
a Statement of Expenses. SlafT compared the two ilems and in llocwncnl RcqU'--st No. 42, asked 
lhc Company to m:oncile noted differences. 

Company Response to Rcque~1 No. 42, stated lhal "Planl SP'-'4:ific expenses per lhe 1996 I:SR 
inchKh.'CI non-regulated lnlcmel expenses (Acct. 9311-flCI2) in cm•r uf$23,787." "l'lanl nun
lif".>cific CXJI'."'IISCS per the 121961:1. ltSC surveillance rcpurt inclu..k.td nun-regulated dcllfl'Cillliun 
expenses (Acct. 9S61-099) in error of S2S.497." 

AUDIT OPINION: 

The above amounts of $23.787 and S2S.497 should be n:moved trnm the exr'-~'S as shown on 
the Company's 1996 ESR. 

·13-
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Al ii»IT msn.osmu: No . ., 

STA'U:Mf:NT Of' fAt"l': 

In rcspun~ to Oucumcnt lt1.'qUCSI Nu. 2K. Company explainL·J an increase in cusls lu Account 

hfl~~ l<'ustumer Service) a.' litlltl\\s: 

·· t•nmanly higher charges lrmu the cunS~olidallton h• Bums' ilk !\1:'\ "' thl· call ,.l'llh.' l " ' 

\I ~~-•JHh ollSt:t hy lu\\er allucatium a:. described 111 Account h:\.\' .. . kcuunt h5;' ' ' I L''""!! 

htt tt·a-.cd custs litr Accmmt ft 7"2 1 ( Accttuntmg/F lllillll't' l \H'rt• alltthutahk· h 1 .. ~l'\ cr.ua,·,· Jl'" 11 " ' " ' 

tuttcnninat1.-d ~cuunting stall due It• cun~•lid:uiun ttl an·ttuntmg lunctulll~ 111 l<odtl'Stl·t . ~ \ "'' 

I 11151117 und higherMBC's1 lhun llulding CumJlilll) due lut·unsulillallun li •r k ;mnnl! cur',. "' 

new perS~tnncl .. 

In rcspun~ tu Document lk-qucst Nu. -&11. Cumpany prll\·iJcd iltlditiunal inlitmmtiun rq !artl in!! 

the higher cusls. In reference lu Accuunt 6623. (_'ompiln)' stiltt:llthat .. lltc cunS~tlitlatiun u l rh,· 

l 'alll 't .. tter n:suh~.--d in additiunal charlle:.ofSI43,UUO. As " ith any new pruccss there j , ~"Ill!! 

Itt lx· S~tmc duplication of ti.mctiuns in the shun 11.'011. As lht: prucess ht:eumes more t:flicit·nt th,· 

cust ~t\'ings should increase:· With reli:rence Itt Account tt7'2 1. ( 'umpan~ rt·:.punolctlth.tt .. , It ,· 

;uuuunl uf ~vcr.uM:c chafb'l.-d lu Flurida was SIll. WK.55" 

Allltl'l' OPINION: 

Tlk'sc appear to he unc time nun-recurring expenses. As such. the S 14J .IJCHI rd.-ted It• tht· C. 'all 

Cenh:r should be anmrti:r.cd owr u pcrittd of time rather than hcing ch;arged tulhc tc:-.t t~t·riutl h 

is recommended that a 5-yt:ar pcriatd he used at S::!K.(.CHI/yc;ar. The ~um·nl year l'X Jil' ll'l' li ot 

Act.·uunt 6(t23 should thcref(lfl.' he tk.'CreaSt.-d by SII4JKKI. 

l'hc S I U. l K5 nf ~\'l.'fance pay i~ a nnn-rc~urring ex pen~ <111\l. in mar upimun. tuu small an 

<trnnunl tn amorti:r.c. lbcrelitre. we recmmnend that this t'nlirc mumntt he rcmll\·cd lrum 

Account (t 721. 

MOC: Mutwlly lkucliciill Cnst Allu~:atiun Factor:-. 

..... 

' 

• 
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AUDIT DISCLOSURE NO. II 

SUBJt:er: AffiLIATED COMPANV CHAR!iF.S 

STATEMENT Of fo'ACI': 

The Company staled that costs of the pan:nt company arc allocat"-d from t:ronti\."1' Telephune lu 
Frontier Commwtications of the South. This inc hack-s items such as \:Xe.:utiv~ \:Xp.-nsc. curpurotc 
plannina. security and other a,oenc:ral ofTK:C functions. The Company ~rih\.-s dll.-se a.-; 
consolidated shared management functions. These items are allocated on the basis of ( 'umpany 
developed fKtors. MBC's that arc based on revenU\.-s, capital, common \.'qUity and emplnyt.~s . 

Per Company response to llocW11\.-nt Request (OR) No. 5, the amount tor 1993. applicahlc tu all 
affiliates. was $9.991,171 of which $325,641 W\."llt to frtmtil."f of the South. a:or 1996. the 
amounts were SS0.62S.913 in tutal and $564,842 to t:rontier of tiM: South. 

Amounts alloc:aled to frontier of the South, arc lurtht.•r allocat"-d tu 1:1orida. at apfltuxinmtcly 
25% which is the perc4.-nt of l:h,ida access lines cumrwc..-d to htt411 acces.o; lines. 

t•"., Company response to DR No. IO,lhe following spt.ocilic ~nicc..'S are bilk-d by allilialcs tt• 
Frontier of the South: 

l>irc:c:tory Services 

t'roaller lafontatioll Tedlaoloain (1:11') Comput\."f services, bill prot:\:ssing and printing 

fr.der C-uicaliolu ol Miaanota Cu.'itomcr service. sen• ice center and other 
management functions including acc\.'SS planning, 
capital budg\.'ting and marketing. 

AUDIT OPINION: 

Tutal costs alltJCat\.-d from atliliatcs to a:runtier Communications of the South. for the calendar 
year 1996 were not made available by Company a.'l ofthc last day of field work. 

The audit staO' als() R."qliCslc:d the amounts charg"-d for the services pruvidcd by 1: ron tier ,,,. the: 
South to otlk-r afliliatc..os. This also WUll not provided us uf tiM: lust day of field work. 
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Conunissioners: 
SUSAN f . CLARK. CHAIRMAN 
J. TERRY DEASON 
JULIA l. JOHNSON 
DIANE K. KIESLING 
JOE GARCIA 

Ms. Laurie Maffett 

e ...... ..., •. 

Man:h 20. 1997 

Frontier Communications of tho Sou&h. Inc. 
110 South Clinton Avenue 
Roche~1cr. New York 14646-0400 

DIVISION OF RECORDS 4 
REPORTING 
Bl.ANCA S. UA VO 
DIRECTOR 
(904) 413-6770 

RE: Dotket No. 960776· TL •• Frontier Communications of the South. Inc. 
Ralc Re-balancing Audit Report 
Audit Cootrol #I 96-3 s 1-1-1 nampa> 

Dear Ms. MatTen: 

The enclosed audit report is forwarded for your review. Any company response filed 
with this office within ten (I 0) work days of the above date will be forwarded for 
consideration by the staff analyst in the preparation of a recommendation for this cru~C:. 

Thank you for your cooperation. 

K.f/cls 
Enclosure 
'c:; Publi' Counsel 

Young l.aw Firm 

Sincerely, 

~~~"1'-' 
Kay Flynn. Chief 
Bureau of Records 

CAPI"I'Al. ClRCU~ OFFICI~ CI~NTI!R • :!S4CI SIIIJMARI> OAK BL VI> • TAI.LAUASSF.E. FL J2J99~)1SO 
Aft, Anu-awc A~llnRIF.t~ual o,p...-ily l: ...... tcr 
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