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Introduction and Scope

Q.

A.

Please provide your name and business affiliation.

My name is Randy M. Allen and I am a Senior Regulatory Accountant with
Exeter Associates, Inc. at 10801 Lockwood Drive, Suite 350, Silver Spring,
Maryland, 20901. Exeter is a firm of consulting economists and accountants
specializing in issues pertaining to public utilities.

On whose behalf are you appearing?

I am appearing on behalf of the Office of Public Counsel which represents

Florida Citizens (OPC or Citizens).

What is the purpose of your testimony in this proceeding?

Exeter Associates was retained by OPC to assist Florida Citizens in reviewing
the proposed revenue requirements and rate stabilization plan filed by
BellSouth Telecommunications - Florida (BST-FL or Company). My testimo-
ny provides the summary result of OPC's review of BST-FL’s filing and
specifically addresses the traditional cost of service items. In developing the
overall revenue requirement, I have incorporated the testimony of other
OPC witnesses in this case.

Please provide a2 summary of your educational background and public utility
regulatory experience,

I have over 13 years of direct public utility accounting and ratemaking
expcriencé and have testified or presented reports in approximately 70 gas,
electric, telephone, water or wastewater cases before the Federal Energy
Regulatory Commission and regulatory agencies in Georgia, Louisiana,
Nevada, New Jersey, New York, Pennsylvania, Texas, Utah, Virginia and West

Virginia. I have also testified before legislative committees, district courts
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and various municipalities in Texas. This experience has included employ-
ment with a2 major electric utility, a state regulatory commission, consulting
firms representing municipal utilities and intervenors, and a state public
advocate’s office. I received a Bachelor of Science Degree in Accounting
from Bentley College in Waltham, Massachusetts in June 1979. I am a Certi-
fied Public Accountant licensed in the States of Texas and Maryland, and I
am a member of the American Institute of Certified Public Accountants and
the Texas Society of Certified Public Accountants. I served as the Chairman
of the National Association of State Utility Consumer Advocates (NASUCA)
Accounting and Tax Committee for two years (1988-1990) and was an
observation member of the National Association of Regulatory Utility
Commissioners (NARUC) Staff Subcommittee on Accounts (1988-1990). 1
frequently speak before state and national professional associations and
societies on utility ratemaking issues.

Would you please provide a summary that describes your specific job
responsibilities over your regulatory career?

From June 1979 to August 1983, 1 was employed by Dallas Power & Light
Company as an accountant. For approximately two years my duties
included various general accounting functions and the preparation of rate
filing schedules and the review of written testimony for rate increase
applications brought before the Public Utility Commission of Texas. During
my last two and one-half years, I served as Supervisor of Corporate Taxation
where 1 was responsible for federal tax research and accounting and all

state and local tax reporting and accounting.
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In September 1983, I joined the Public Utility Commission of Texas and
obtained the position of Manager of Electric Accounting as a Chief
Accountant III. In this position, I was responsible for supervising the
electric accounting staff, assisting in the development of ratemaking
procedures and policies, and testifying on cost of service and invested

capital issues in rate cases brought before the Commission.

In June 1985, 1 joined the engineering and consulting firm of R.W. Beck
and Associates as a Supervising Analyst. In this position, 1 was responsible
for supervising the day-to-day accounting activities associated with rate
increase analyses of gas and electric investor-owned utilities and presenting
testimony and/or reports before municipal and state jurisdictional agencies.
In July 1986, I was employed by Parnell Kerr Forster, an international
certified public accounting and consulting firm, as a Managing Supervisor.
In this position, my responsibilities included the examination, review and
analysis of rates and rate increase applications of municipal, and investor-
owned electric, gas, telephone, water and wastewater utilities and testifying
on accounting matters. Following a merger between Parnell Kerr Forster
and a local accounting firm in Dallas, my department was disbanded. For
approximately six months, I worked as an Executive Consultant for
Resource Management International, Inc., performing municipal rate studies

and forecasting results of operations for municipal revenue bond financing.

I joined the Texas Office of Public Utility Counsel as the Director of Regula-

tory Accounting in December 1987. In this position, I was responsible for
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managing and formulating expert testimony regarding electric and
telephone utility regulatory accounting issues, assisting Public Counsel in
developing policies and negotiating positions, and presenting policies and
negotiating settlements on behalf of the Public Counsel. 1 also provided
outside independent consulting services regarding gas and water utility
matters Wheln my schedule permitted. In October 1990, 1 joined Exeter
Associates, Inc. as a Senior Regulatory Accountant.

Please provide a summary of instances in which you have presented
testimony or reports before regulatory agencies.

A listing of testimony, reports and projects in which I have been involved
is provided on Appendix A.

In connection with this present case (Docket No. 920260-TL), have you per-
formed an examination and review of the Company’s filing?

Yes. In addition, I have reviewed BST-FL’s testimony and responses to
accounting interrogatories and production of documents.

Did you prepare Exhibits RMA-1 AND RMA-2 that accompany your testi-
mony?

Yes. These schedules were prepared by me or under my direct supervision.
Would you please explain what is presented on Exhibit RMA-1?

Exhibit RMA-1 presents the revenue requirement model which I have used

- to develop OPC’s position on the level of BST-FL’s revenue requirement.

This Exhibit contains three schedules that incorporate the adjustments I am
sponsoring, along with adjustments sponsored by other OPC witnesses.
Schedule 1 presents a summary of operating income (page 1) and the

determination of the required revenue decrease (page 2). Page 1 begins

4




A= e < B Y L I s T

e
=D

12
13
14
15
16
17
18
19
20
21
22
23
24
25

with the Company’s test year net operating income at present rates and
reflects my adjustments to the Company’s requested level. These adjust-
ments include the level of revenues calculated on page 2 which are
required to generate the overall rate of return recommended by Mr. Jim
Rothschild. Schedule 2 presents a summary of adjustments to net operating
income. Page 1 presents the detail by category of net operating income of
the adjustments that are presented and source referenced on page 2.
Schedule 3 presents a summary of rate base including both BST-FL’s
requested and the OPC’s recommended level (page 1) and the specific

adjustments with source references (page 2).

Q. Would you please explain Exhibit RMA-2?

A. Exhibit RMA-2, which consists of 23 schedules, presents the specific
quantifiable revenue requirement adjustments I am sponsoring on behalf
of the Citizens.

Q. Would you please explain Exhibit RMA-3?

A. Exhibit RMA-3 provides a copy of the various interrogatory responses and
production of documents referenced in my testimony and schedules.

Summary

Q. Would you please summarize the results of your review and analyses of
BST-FL's revenue requirement?

A. Exhibit RMA-1 summarizes my findings on behalf of OPC and the Citizens.

As reflected, 1 have determined that the Company’s current rates should be
decreased by $232,739,000. This is the amount by which revenues at
present rates exceed the amount of revenue necessary to generate an overall

rate of return of 8.15 percent, as recommended by Mr. Rothschild, after
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accounting for the test year and attrition adjustments to rate base and
operating income. The elimination of this revenue surplus will result in an
10.5 percent reduction in BST-FL’s operating revenues. These figures do
not include any change in depreciation expense, which is being reviewed
separately in Docket No. 920385-TL.

What was the time period used in BST-FL’s rate filing?

The Company began with average historical data for the 12 months ended
December 31, 1991. It then applied a number of test year and attrition
adjustments to move the average test year forward to the average 12 months
ended December 31, 1993,

What time period have you utilized in making your determination of BST-
FL’s revenue deficiency?

I have used the same time period and approach used by BST-FL.

How did you proceed with your analyses?

My analytical work on this case consisted of both critical analysis of the
theoretical validity of the Company’s claims and the verification of data
submitted by the Company where possible. 1 was guided by the goal to
ensure that the record evidence in this case correctly and fairly reflects the
Company’s results of operations, appropriately adjusted to reflect condi-
tions that can reasonably be expected to occur when the proposed rates are
in effect, and stated in accord with proper ratemaking principles.

How is the remainder of your testimony organized?

The remainder of this testimony addresses the individual adjustments which
I am sponsoring and which will be presented in the order identified in the

index to this testimony.
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Software Costs

Q.

What was the purpose of your reviewing BST-FL’s treatment of software
costs?

In keeping with sound ratemaking principles, I attempted to determine
whether the Company was properly matching the cost of software over the
period that ratepayers would benefit from such software.

Did you find that the Company’s treatment is appropriate?

No. Even though it is generally recognized that general purpose software
is used on average between three and five years in the utility industry, BST-
FL has proposed to treat its software additions as a period expense to be
recovered from ratepayers over one year. To the extent this software
benefits ratepayers over more than one year, and the Company receives
revenue associated with such software, expense treatment is inconsistent
with the regulatory matching principle.

Did the Company provide the expected useful life for its 1991 software
additions?

No. In response to Citizens’ 8th Interrogatory, Question No. 181, the
Company basically claimed that such information was not available.

Is there any current trend in the utility industry regarding software costs?
Yes. Over recent years, there has been a move toward capitalization. For
example, the American Institute of CPAs has publicly stated that "The cost
of computer software developed by others purchased for use in activities
other than research and development should be capitalized and depreciated
over its estimated useful life in accordance with ARB No. 43, chapter 9,

Depreciation, paragraph 11."
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Q.

Further, the National Association of Accountants has concluded that

"If software purchased or created for
non-R&D activity is expected to be used
for twelve months or more, it should be
capitalized and reflected in the asset
section of the balance sheet, along with
other resources that are expected to have
future economic benefit. The costs in-
curred in purchasing or creating such
software should be matched against the
expected period of benefit, just as the
costs of obtaining computer hardware
are matched with the expected economic
life of the hardware. In today’s environ-
ment where information systems are
becoming more complex and sophisticat-
ed, the costs of developing these systems
are increasing in significance, and it is
clear that companies undertaking the
development of these systems are doing
so in anticipation of obtaining future

benefits."

How have you treated the Company's software additions?

8
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The Company has stated that it included $22,493,520 of software expense
in cost of service associated with its central offices. Additional software
expenses may exist but have not been provided by the Company. While
this software may include some modifications to existing software, the basic
underlying software and modifications will most likely provide benefits for
many years to come. Since BST-FL did not provide the average useful life
for these specific purpose additions, 1 have used a five-year life, consistent
with the average life of general purpose additions as previously mentioned.
As presented on Exhibit RMA-2, Schedule 1, this results in a $17,995,000
reduction to software expense and a $11,223,000 increase to net operating
income. |

Does your capitalization treatment prevent BST-FL from fully recovering its
actual costs for software additions?

No. As seen on Schedule 1, I have also provided for rate base inclusion of
the average unamortized balance of the capitalized software. Under this

approach, BST-FL will be fully compensated for these additions.

Promotional Activities

Q.

A.

Would you please address your adjustment to remove promotional activities
from cost of service?

Promot.ional activities are geared toward increasing sales over current levels.
As a result of such increased sales, the utility enjoys increased revenues and
shareholder returns improve. Since such shareholder benefits are often the
primary purpose of promotional activities, it is appropriate to require

shareholders to fund such promotional activities.
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Is there any other reason why promotional activities are generally consid-
ered disallowable for ratemaking purposes?

Yes. Such activities usually involve a shift of services provided by competi-
tive sources. By providing ratepayer funding for promotional activities, a
utility can actually receive an unfair advantage over its competitors. Sound
regulatory policy dictates that competition should be based upon efficient
and productive management, superiority of service, technological advance-
ments and economies of costs rather than aggressive promotional activities
funded by ratepayers.

Is there anything BST-FL could show to justify the inclusion of promotional
activities in rates?

Yes. BST-FL must affirmatively show that the incremental revenues directly
derived from the promotional activities exceed the cost of such activities
and the related costs of the services or products promoted. In addition,
they must show that ratepayers will receive the benefit. In other words,
BST-FL must justify inclusion on a "cost-based" approach rather than a
"profit-minded" approach. However, the Company has not attempted to
show this. The Company and Commission should not place priority on
profit, where all expenses, whether or not reasonable and necessary, are
deemed to be recoverable from ratepayers.

If an expenditure leads toward increased profit, does that necessarily mean
that such expenditure is cost justified?

Absolutely not. A cost benefit analysis compares the cost of an expenditure
to the incremental benefit received from the expenditure as opposed to the

net profit resulting from the transaction. For example, let us assume the

10
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utility expends $1 million in promotional expense and quantifies an
increase in revenues directly related to that promotional expense of
$600,000. Further, let us assume that the $1 million of promotional
expense is also included in rates. From a cost benefit analysis standpoint,
the $1 million of expenditure would be compared to the $600,000 of
incremental benefit to result in a conclusion that such an expenditure is not
cost justified ($600,000 - $1,000,000 = $400,000 loss). From a profit
analysis standpoint, however, the $1 million expenditure would be
compared to the $1,600,000 of revenues (i.e., $1 million to cover the
expense plus $600,000 of additional revenues) to yield a net profit of
$600,000 ($1,600,000 - $1,000,000 = $600,000 profit). Under this
approach, the inclusion of the $1 million expenditure in rates in order to
receive $600,000 of additional revenue is inappropriate because ratepayers
lost $400,000 in the deal, just so investors could earn $600,000. This is not
an appropriate means for determining whether an expense is reasonable
and necessary. The fact remains that this expenditure is not cost justified.
Are there any further issues which must be considered?

Yes. The discussion above was based on a more traditional form of cost-
based rate regulation. While this form of regulation still exists today, the
Company’s rates are also regulated under an incentive regulation plan.
Under this plan, ratepayers’ rates have remained consistent while costs
fluctuate based on management decisions. Since the Company’s earnings
have remained with in the dead band, no sharing has been provided to
ratepayers.

How does this relate to promotional activities?

11
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As 1 previously explained, it is important that promotional expenditures
vield revenues greater than the related expense and that ratepayers receive
the net benefit. If ratepayers do not receive the benefit, there is no reason
to perform the promotional activities in the first place. Under a continued
incentive regulation plan, ratepayers will only receive a benefit if the
promotional activities result in the earned return exceeding the dead band.
Even then, the benefit would be limited and ratepayers will not receive a
net benefit because they paid the full cost and received only a fraction of
the revenue.

Would you please summarize your adjustments?

As presented on Exhibit RMA-2, Schedule 2, I have reduced promotional
advertising by $11,834,000 and have increased net operating income by
$7,381,000, in order to remove promotional advertising. In addition, as
presented on Schedule 3, I have reduced promotional subscriptions by
$627,000 and increased net operating income by $391,000. According to
the Company, promotional subscriptions "Includes costs for voluntary
payments made by the Company to or on behalf of trade, technical,
professional and other non-company organizations that have as their
purpose the betterment of the commercial and business interests of the

community from which the company may reasonably expect to benefit."

Voluntary Enhanced Early Retirement (VEER) Program

Q.

A.

Would you please explain the VEER program?
During 1991, BST-FL initiated a one-time early retirement program aimed
at reducing the total level of employees and related costs. The Company

has apparently accounted for the prospective reduction in related costs

12
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associated with the VEER in its adjustment to recognize the effects of the
reorganization (Reid testimony, page 30).

Would you please explain your adjustment to eliminate veer expenses?
Yes. There are two cost effects of the Company’s VEER program. First,
there are savings in the ongoing costs related to the reduction in employees
that will be experienced in 1992 and beyond. This has apparently been
accounted for as discussed above. Second, there are the one-time, non-
recurring program costs to implement the early retirements incurred during
1991. These costs have not been removed by BST-FL. Therefore, in order
to prevent the Company from over-recovering these costs multiple times,
they must be removed from cost of service. In other words, these costs
must be removed since they will not be incurred during the period rates
will be in effect and have already been recovered from ratepayers. As
presented on Exhibit RMA-2, Schedule 4, I have reduced VEER expenses by
$13,674,000 and increased net operating income by $8,528,000.

How do you know that the Company actually recovered the VEER expenses
during 1991?

In late 1988, the Company implemented the incentive regulation plan that
has been extended through 1992. The general purpose of this plan was to
provide a financial incentive to the Company for productively and efficiently
operating its business. Throughout the term of the plan, the Company’s
rates remain constant as the Company makes its operating decisions and
incurs costs. To the extent the Company has been earning a return within

the dead band set out in the plan, one can only assume that the Company

13
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has been recovering its reasonable and necessary costs of service including

all costs incurred for the VEER program.

Incentive Bonus Expense

Q.

Would you please explain your adjustment to remove incentive bonus
expense from cost of service?

As presented on Exhibit RMA-2, Schedule 5, I have reduced incentive bonus
expense by $18,043,000 and increased net operating income by
$11,253,000.

Would you please explain why bonus payments should be removed from
cost of service?

There are several reasons why such bonus payments should be excluded
from cost of service. First, it is not currently known whether the eligible
employees will meet the plan standards necessary to receive bonus
payments during the period rates will be in effect, and therefore, such
expenses are not known and measurable. While the requested dollar level
is based on historical experience, the inclusion in cost of service is meant
to cover the anticipated level to be incurred during the period new rates are
in effect. Second, during the short-term (i.e., the period new rates will be
in effect under an incentive regulation plan), meeting the plan goals will
result in direct increased earnings to the Company and its shareholders, not
reduced costs passed on to ratepayers. Therefore, any actual bonus
payments should be funded from this increased return rather than by rate-
payers. Finally, even the Company admits in response to Citizens’ 8th
Interrogatory, Question No. 122, that management has an obligation to

maintain and improve productivity, regardless of any financial reward

14
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provided to shareholders and employees. According to BST-FL, "improving
productivity is a prudent business practice for a regulated utility..." It does
not seem reasonable to increase ratepayer costs to provide a bonus to
employees in order to provide an incentive for the employees to simply
perform their jobs.

What are the bases of the Company’s incentive bonus plans?

Each of the plans is based on financial and service goals set annually by
management. According to the Company’s response tc Staff’s 1st Interroga-
tory, Question No. 5, the financial goals have a 50 percent weighting, while
the service goals only have a 25 percent weighting. There is no indication
of what the remaining 25 percent represents. In any given year, the
amount of awards provided under this plan may be based on either of the
two criteria and are not necessarily limited if all criteria are not met. Each
of the two criteria do not have a maximum equal to its percentage
weighting. If service performance is not up to par and financial perfor-
mance exceeds expectation, the entire incentive amount can be based upon
financial performance. As reflected in the plans provided in response to
Citizens’ 12th POD, Item No. 113, for example, if 99 percent of the financial
objectives are met and financial performance of 110.5 percent or better is
achieved, the employees can achieve 225 percent of the standard award
even though no service goals are met.

How does this information relate to your concern regarding the inclusion
of such bonuses in cost of service?

A significant portion of these bonuses relate to the maximization of return

on equity (i.e., financial achievement). To the extent that such financial

15
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achievement benefits shareholders, it is not appropriate to require
ratepayers to provide an incentive cost for employees to maximize
shareholder profit. In other words, it does not seem to be cost beneficial
for ratepayers to pay costs that provide an incentive for the Company to
maximize revenues. This is especially true considering the effects of
incentive regulation as previously discussed. Only the portion of bonus
plans that can be attributed to a quantifiable net customer benefit should
be considered for inclusion in rates. BST-FL has failed to quantify any
benefits to customers resulting from such payments.

Did the Company provide the percentage that incentive compensation bears
to total salaries?

Yes. In response to Staff's 1st Interrogatory, Question No. 4, the Company
indicated that in 1991 the percentages ranged from 37 to 61 percent for
executives and 5.5 to 21 percent for other managers. Considering the state
of the economy and employment situation experienced by BST-FL's

ratepayers, these percentages appear very unreasonable.

Employee Activities

Q.

A.

What is Florida’s basic treatment of employee activity costs?

It is my understanding the Commission addresses employee activity on a
case-by-case basis based on whether ratepayers receive sufficient benefit to
warrant their support of employee activity functions. (Peoples Gas Systems,
Inc., 19 PUR 4th 252, 1990.) The following criteria are considered by the

Commission:

16
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(1) The costs incurred for employee activities were
necessary to provide utility service;

(2) The costs were an essential part of the employe-
es’ overall compensation package;

(3) Morale was increased by employee activity
functions; and

(4) A benefit actually accrued to ratepayers, if

morale was actually increased.

Did BST-FL incur any employee activity expense during 1991?

Yes. According to the response to Staff’s 1st Interrogatory, Question No.
11, BST-FL incurred $1,343,634 of intrastate expense. These costs related
to employee awards including non-cash sales or performance incentives,
length of service, retirement, safety achievement, and other special awards,
recognition and promotional items.

Did the company indicate whether these amounts were included above- or
below-the-line?

No. The Company listed the accounts charged as various and did not
provide a note to assist in understanding how they were reflected in the
MFR. Based on available information and previous experience, I concluded
that these costs are reflected above-the-line.

Is there any indication that these costs provide 2 benefit to ratepayers?
No. These costs do not appear to provide a benefit to ratepayers, especially
a benefit equal to the cost. Such activities are not necessary to provide

service and do not represent an essential part of overall compensation.

17
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Finally, while these activities undoubtedly provide some boost in morale,
I do not believe that the benefit to ratepayers justifies the $1.3 million
annual expense.

Would you pleﬁse summarize your adjustment?

As presented on Exhibit RMA-2, Schedule 6, I have reduced employee
activity expense by $1,344,000 and increased net operating income by
$838,000 to exclude these costs which do not provide service or other

benefits to ratepayers.

Postretirement Benefits

Q.

A.

Would you please explain SFAS No. 106?

In December 1990, the Financial Accounting Standards Board (FASB) issued
SFAS No. 106, Employer’s Accounting for Postretirement Benefits Other
Than Pensions. Generally, SFAS No. 106 requires that for financial
reporting purposes, employers must recognize the cost of their postre-
tirement benefit obligations to employees during the period employees

provide the service that entitles them to the future benefits.

Prior to this requirement, such postretirement benefits were generally
recognized for financial reporting purposes on a pay-as-you-go or cash

method whereby the obligations and costs were not recognized until the

- time the future benefits are actually paid to retired employees. In some

cases, utilities, such as BST-FL, were allowed to pre-collect and fund some
level of expense. SFAS No. 106 is generally not effective until fiscal years
beginning after December 15, 1992.

Does SFAS No. 106 require regulators to switch for ratemaking purposes?

18
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No. SFAS No. 106 specifically recognizes in paragraph No. 364 that under
SFAS No. 71, Accounting for the Effects of Certain Types of Regulation,
regulators may choose not to change the treatment of postretirement
benefits for ratemaking purposes. Under such circumstances, paragraph
364 would then require the utility to adopt an accounting treatment which
is consistent with the regulatory treatment. That is, the Company would
reflect net expense equal to the cost calculated under the current approach
and a regulatory asset for the difference between the current cost and SFAS
No. 106 cost. If the Commission continues to use the current approach,
there would be no change in the ongoing level of net expense for financial
reporting purposes. The regulatory asset ﬁvould then be amortized in
future years as the postretirement benefits expenditures are actually
incurred.

What is the projected impact for BST-FL switching to the SFAS No. 106 ap-
proach for ratemaking purposes?

According to Mr. Reid’s testimony (Schedule 4), the expense would increase
by $5,820,000 compared to the current expense.

How is the Company requesting to treat postretirement benefits?
Beginning in 1993, BST-FL plans to begin using the SFAS No. 106 method

for accounting and is currently requesting that the Commission also use the

. same method for ratemaking purposes in this case.

Should the Commission allow BST-FL to switch methods for ratemaking
purposes?
No. The Company has not provided any reasonable regulatory justification

for approving this switch for ratemaking purposes. Instead, the Company

19




A= < B R = . I N o e

S
=

12
13
14
15
16
17
18
19
20
21
22
23
24

is simply relying on the issuance of SFAS No. 106 which is mandatory only
for financial reporting purposes. A switch is neither reasonable nor
necessary to provide safe, adequate and reliable service. From a ratemaking
point of view, the continued use of the current approach would cause little
or no effect on the utility and its ratepayers. The earned rate of return
would be unaffected and the utility would still recover all postretirement
benefits as they are expended.

Should the Commission switch to the SFAS No. 106 method simply because
FASB changed generally accepted accounting principles (GAAP)?

No. There is no known requirement that GAAP be used to set rates. GAAP
was never intended to be used for setting rates and can be ill-suited for that
purpose. In fact, this is the underlying point of SFAS No. 71 which requires
accounting to reflect the economic effects of the rate-making process. From
the standpoint of regulation, the issue in this case is not whether SFAS No.
106 would constitute appropriate accounting, but whether it would result
in appropriate ratemaking. This is further demonstrated in paragraph 150
of SFAS No. 106 which states "the decision of how or when to fund the
obligation is not an accounting issue."

Would a switch for ratemaking purposes have any positive impact?

No. Despite the large liabilities and significant expense increases that
would result for financial reporting purposes under SFAS No. 106, rating
agencies have stated that they will continue to monitor annual cash
expenditures for postretirement benefits in determining credit worthiness.

Since cash flow is generally unchanged by the new pronouncement, it will
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have no positive impact. For example, Standard & Poor’s May 20, 1991

Creditweek contained comments such as:

. Implementation of this accounting
change [FAS 1006] is not expected to have
any widespread impact on debt ratings,
since cash flow will not be affected di-
rectly, and S&P already assesses the obli-
gation to provide OPEBs when determin-

ing industrial companies’ credit quality...

... in most cases, for purposes of conven-
tional financial ratio analysis, S&P’s debt
rating staff will rely mainly on financial
statements adjusted to a pre-FAS 106

basis.

Would a switch for ratemaking purposes have any negative impact?

Yes. A midstream shift in methods would cause an inter-generational
mismatch for ratepayers. This mismatch will result from the twenty-year
amortization and recovery of the accumulated projected benefit obligation
(prior employee’s liabilities) along with the recovery of the current service

component. In addition, Public Utility Fortnightly stated in its August 15,

1991 issue that "some state regulators cite significant drawbacks with

recovery of PBOP [Postretirement Benefits Other Than Pension] expenses
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on an accrual basis. A switch to accrual accounting for ratemaking
purposes would threaten rate stability by causing initial expense spikes.
Moreover, some consider that the actual assumptions that underline
expense accruals are too uncertain to justify abandonment of the pay-as-
you-go method."

Do you agree with FASB’s conclusions regarding postretirement benefits?
No. The underlying premise of SFAS No. 106 is that the cost of the net
periodic postretirement benefits should be recognized as employees render
the services necessary to earn such benefits. FASB bases its conclusion, in
part, on Statement of Financial Accounting Concepts No. 6, Elements of
Financial Statements. Paragraph No. 36 of that statement establishes the
three essential characteristics of a liability. The second characteristic
requires a "duty or responsibility [that] obligates a particular entity, leaving
it little or no discretion to avoid the future sacrifice." According to the
Company’s response to Citizens’ 8th Interrogatory, Question No. 174, BST-
FL reserves the right to change or terminate its postretirement benefits at
any time and believes the courts support its view. Clearly, BST-FL’s
postretirement benefits plans leave it with "little or no discretion to avoid
the future sacrifice."

Do others share your view of the recognition of a liability?

Yes. On or about February 6, 1992, the Wall Street Journal printed the
article "Ignore the Retiree Health Benefits Rule" authored by Mr. Jeffrey
Petertil, a consulting actuary who advised the FASB Industry Task-Force on
SFAS No. 106. Mr. Petertil makes several important points with which I

agree:
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1)

2)

3)

4)

5)

There is a question of whether there is a liability at all. Many
companies extend health benefits to retirees but change them
often. Recent court cases indicate that the employer’s right

to change or terminate the benefit will be upheld.

Retiree Health packages exist entirely at a company’s will.

FASB never addressed the elusive nature of the benefit’s
value. The accounting rule is based on pension theory.
Pensions, unlike retiree health insurance plans, are required
by law to be funded in advance and a competitive market has
developed to insure them. No settlement market has devel-

oped for retiree health insurance.

Unlike a market value, the value a company assigns to future
health benefits can be incorrect, either by mistake or by
design, and the regulators would not know this. The FASB
rule leaves loopholes that allows a company to reduce or

increase its cost almost as it wishes.

The pronouncement is bad accounting and raises the specter
of suspect financial statements. The FASB rule may result in
financial reports that are widely inconsistent from company
to company and that can be altered to hide numerous

problems.
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Are there other indications that other experts share this view?

Yes. Kwasha Lipton, a nationally recognized actuarial and benefits
consulting firm, filed comments with FASB on July 26, 1989 regarding the
exposure draft on SFAS No. 106. Kwasha Lipton represents 400 major
employers, of whom one-third are Fortune 500 Companies. In its com-
ments, Kwasha Lipton recognized that in most cases employers have
significant discretion as to whether post-retirement benefits will be
provided. As Kwasha Lipton put it, "in practice, postretirement benefits
trigger an obligation only in limited circumstances and even then only

when retirement occurs." And further:

... retiree health care benefits do not constitute a long
term promise at all. Rather, they are provided on a
year to year basis motivated by good will and competi-
tive practice. While an employer may sometimes limit
its own flexibility through its manner of communicat-
ing benefits, the resulting limit is self-imposed and not
a function of any real obligation. Accordingly, retiree
life and medical benefits generally fail to meet the

major characteristic of a liability.
In short, Kwasha Lipton concluded that "the disclosure of this obligation as

proposed is misleading, serves no useful purpose and significantly detracts

from the relevance of the employer’s financial statements."
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Do you agree with those who argue that the accrual method of accounting
for postretirement benefits is appropriate because it is consistent with the
required accounting for pension plan costs under SFAS No. 877

No. There are many important differences between pension plans and
postretirement benefits.  The primary difference is that pensions are
determined under a definite formula and the amount of a retiree’s monthly
benefit is generally fixed when payments commence. Post-retirement
benefits, on the other hand, are not precisely determinable until an illness
or other event occurs. While employers can exercise control over salary
costs, and hence pensions, the costs of other post-retirerment benefits are
influenced by many factors outside the control of employers. Further,
unlike postretirement benefits, pension plans do have vesting provisions
and are directly tied to length of service. Mr. Vincent Amoroso, a principal
in KPMG Peat Marwick’s Washington National Tax Practice, stated in the

September 1992 Employee Benefits Journal that "the medical benefit

promise is quite different from the corresponding pension promise

companies make."

Finally, there are no legal requirements for advance funding of non-pension
postretirement benefits, in contrast to pension plans which must be funded
in advance according to IRS/ERISA requirements.

Should the Commission take the potential switch for ratemaking purposes
lightly?

No. Any change in the standard for measuring postretirement benefits that

could directly be translated into customer rates must be stringently
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considered. It is very important that a utility show that such a change will
provide some form of cost benefit, improve the reliability or safety of service
or increase worker productivity. Without such a showing, a significant
increase in rates is not justified.

Has the Company shown a benefit in switching to the SFAS No. 106 method
for ratemaking purposes?

No. The Company admitted in response to Citizens’ 8th Interrogatory,
Question 179, that it has made no attempt to quantify any benefits.

Do you believe it is possible to show a cost benefit in switching methods?

No. The switch to the accrual basis will result in wide discrepancies

between the expense recorded and the actual cost of the benefits, and the
recorded expense will be greater than the cash ultimately paid. According
to the November 1991 issue of The National Public Accountant, "A FASB-
sponsored field test indicated that a change of only one percent in the
trend rate assumption could change the annual cost by as much as 20%."
The authors of this article also stated "since health care costs are rising,
generally the accrual basis will result in an amount recorded as expense

which exceeds the cash paid out."

In addition, the Actuarial Standards Board stated in its October 1991 expo-
sure draft on compliance with SFAS No. 106 that "the Committee recog-
nized that SFAS 106 implies more precision and accuracy than exist in this
area of actuarial practice. The relatively long-term nature of the obligations,

the significant year-to-year variations in trend rates and the underlying
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political and economic nature of the benefits almost assume substantial

varjations between actual results and expected results."

Finally, a policy study performed in cooperation with the Employee Benefit
Research Institute - Education and Research Fund by the staff of Milliman
& Robertson, Inc. concluded that "advance funding costs continue to
exceed pay-as-you-go costs even after 50 years for a stable or growing
employee population.”

Has any federal regulatory commission addressed SFAS No, 106?

Yes. In Docket Nos. ER91-565-000, ER91-566-000 and EL91-53-000, FERC
Administrative Law Judge Herbert Grossman issued an Initial Decision
denying New England Power Company’s request toc switch to the accrual
method for ratemaking purposes. As Judge Grossman concluded, the
"proposal to adopt FAS 106 accrual of PBOPs for ratemaking purposes is

hereby determined to be unjust and unreasonable." (emphasis in original)

Would you please summarize your recommendation?

Considering the speculative nature of SFAS No. 106 accounting, the lack of
demonstrated benefit and the fact that the continuation of the current
method will not adversely affect the Company, I recommend that the
Commission reject BST-FL’s request to include the increased expense
caused by a switch to the method under SFAS No. 106. Additionally, I
believe the Commission should consider the fuill cash method as the most
appropriate method to use for ratemaking purposes. As reflected on
Exhibit RMA-2, Schedule 7, I have reduced postretirement benefits expense

by $5,906,000 and have increased net operating income by $3,684,000. 1
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have also reversed the Company’s postretirement benefit adjustment to rate
base by reducing it by $578,000.

Do you have any other comments related to this issue?

Yes. The Commission should definitively state that it will continue to allow
BST-FL to recover prudently incurred postretirement benefits costs in future
rates under the current method. It should also provide for the book
recognition of a regulatory asset for the difference between the current and

SFAS No. 106 costs.

Uncoliectible Accounts Expense

Q.

Would you please explain the accrual method of developing uncollectible
accounts expense?

Yes. Under normal uncollectible accounts procedures, a company will
record monthly expense accruals as representative of the anticipated write-
offs based upon actual historical write-offs. As the actual experience
changes, the Company will adjust its accruals accordingly. If all goes
according to plan, the accruals should equal actual write-offs over a period
of time. The expense accrual determination can also include consideration
of known changes in economic circumstances, or specific events. The
accrual method used for ratemaking purposes compares the uncollectible
accounts accrual provision to revenues to obtain an effective rate to be
applied to pro forma revenues. This appears to be the method used by
BST-FL.

Would you please explain the net write-off method?

This method simply compares actual net write-offs to revenues in order to

develop an effective rate. Since this method captures the actual net write-
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offs experienced, which is the goal of the accrual method, it is more widely
used by regulators.

Have you analyzed the Company’s use of the accrual method?

Yes. I have reviewed both the Company’s historical uncollectible accounts
reserve and the effective accrual rates for other Florida telephone utilities.
As presented in response to Citizens’ 8th Interrogatory, Question No. 217,
the Company has maintained a reserve balance averaging in the upper $20
millions. This means that BST-FL has collected amounts from ratepayers in
excess of or in advance of those necessary to cover actual write-offs.
Additicnally, a review of the Company’s response to Citizens’ 8th
Interrogatory, Question No. 182, indicates that the Company’s uncollectible
accounts have significantly increased since at least 1988. Finally, as
presented in the following table, it is clear that BST-FL’s uncollectibles are
significantly higher than the other major telephone company’s in Florida.

Comparison of Effective Accrual Rates

Company 1988 1989 1990 1991
SBT - FL 81% 1.06% 97% 1.32%
Central - FL .28% .48% .64% 52%
United - FL 45% .55% 57% .72%
GTE - FL .59% 37% 41% 1.28%
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Source: SBT-FL Annual Report and FCC Statistics of

Communications Common Carriers.

. What observations can be made from the above figures?

At first glance, it is obvious that SBT-FL accrues a significantly larger relative
level of uncollectible accounts expense than the other major Florida telephone

companies.

. What would normally cause a utility’s uncollectible accounts to be relatively

higher than other like utilities?

The primary factor that affects uncollectible accounts is the level of collection
activities performed by a company. While the economy can have an effect on
collection results, such effects are similar for most companies. Additionally,
the characteristics of service territories can cause a small difference between
companies.

Is such a dramatic difference appropriate to include in rates?

No. To the extent that the other companies have consistently shown that
uncollectible accounts can be similarly controlled by different utilities, it would
be inappropriate to require BST-FL ratepayers to pay such a relatively larger

amount.

. Which method of calculating the effective rate is most appropriate?

. .Between the accrual and net write-off methods, the net write-off method is

most generally accepted. This method more accurately measures the true level
of bad debts and eliminates the manipulation inherent in the accrual method.

It is more objective and less subjective than the accrual method. Additionally,
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it assures that ratepayers receive credit for the collection of prior written-off
accounts.

Q. Would you please explain your adjustment to uncollectible accounts expense?

A. As presented on Exhibit RMA-2, Schedule 8, I have reduced uncollectible
accounts expense by $15,442,000 and increased net operating income by
$9,631,000. In developing this adjustment, I used a historical four-year
average of BST’s actual ratio of net write-offs to revenues. The four-year
average was used in partial recognition that SBT-FL’s expense level has been
inappropriately greater than other major telephone companies in Florida. The
use of an average historical level is a generally accepted method to correct for

. significantly varying levels of historical expense.

Legal Settlement Claims

Q. Would you please address your adjustment to legal settlement claims expense?

A. One of the important concepts in developing revenue requirements is to
ensure that the level of recurring, yet annually inconsistent costs properly
reflect a representative ongoing level. Generally, these types of costs are
incurred to cover activities not initially caused by Company management. The
costs of legal settlement claims are one type of these costs.

Q. How have you ensured that the level of legal settlement claims included in
cost of service is representative of ongoing levels?

A. Due to the number of uncertainties and variety of legal actions, it is not
possible to accurately project future levels of claims. Therefore, I have re.lied
on historical claims experience as a proxy for ongoing levels. As presented on
Exhibit RMA-2, Schedule 9, 1 have reduced legal settlement claims expense by

$1,146,000 and increased net operating income by $715,000. In arriving at
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this adjustment, I used a four-year average level adjusted for inflation to 1991

levels.

Outside Services

Q. Would you please address your adjustment to outside services expense?

A.

In reviewing the historical level of outside services expense, I noticed that
until 1991 the Company had been experiencing a declining annual trend. In
1991, however, the Company experienced a 20.5 percent increase over the
previous year. It is difficult to understand how the future level of outside
services could be significantly higher than prior years, especially considering
the recent corporate reorganization. In order to provide for a more reason-
able representative level, 1 have reduced outside services expense by
$£3,177,000 and increased net operating income by $1,982,000 as presented on
Exhibit RMA-2, Schedule 10. As with the adjustments to legal settlement

claims expense, 1 have used an inflation-adjusted four year expense average.

United States Telephone Association (USTA) Dues

Q. Would you please address your adjustment to remove USTA dues related to

disallowable activities?

USTA is the trade association of America’s telephone utility companies which
was incorporated in 1915. USTA’s purpose is to promote the general welfare
of the telephone industry. The association’s activities include the collection,
assembly and distribution of information concerning the telephone business,
research projects and industry representation. Each year, the National
Association of Regulatory Utility Commissioners (NARUC) initiates an audit and
provides a report on the expenditures of USTA. This report provides

information broken down in regulatory detail which is different from USTA’s
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A.

normal financial reporting under generally accepted accounting principles.
The results of this report allow regulators to analyze the activities supported
by each utility’s dues payment to determine if such activities comply with
allowable cost of service activities. Similar NARUC reports on EEI and AGA
serve as a basis for excluding certain portions of dues associated with
disaliowable activities in many jurisdictions.

What specific adjustment did you make to USTA dues included in cost of
service?

As presented on Exhibit RMA-2, Schedule 11, I have reduced the Company’s
requested level of USTA Dues by $78,000 and increased net operating income
by $49,000. This adjustment is made to remove those portions of test year
dues related to disallowable activities. To arrive at this adjustment, I
calculated a total disallowance factor of 31.39 percent which includes various
disallowable expenses reported in the 1990 Report on Expenditures of USTA
issued by NARUC on March 16, 1992. Included in this percentage is the
legislative and regulatory advocacy categories of expense, public relations and

meals and entertainment.

Q. Would you please briefly discuss each category you have removed?

A.

The following provides a brief description of each category as defined by the

NARUC Report:

- Legislative Advocacy (19.88%). Active advocacy of a particular legislative

position among legislators and legislative staff.
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» Regulatory Advocacy (7.43%). Active advocacy of a particular policy

position in a regulatory proceeding.

+ Public Relations (2.90%). Activities aimed at developing general good will.

« Meals and Entertainment (1.18%). Costs of social activities that are not

incurred in the course of committee activities.

Abandoned Property

Q. Would you please address your adjustment to abandoned property?

A. As a general rule, property, plant and equipment are only recoverable from
ratepayers when such items are used and useful in providing service to the
public. For example, gains and losses on the sale of assets are reflected in
rates only if the assets were included in the ratemaking process. Abandoned
property, on the other hand, represents assets that were determined not to be
used and useful, and therefore, were abandoned. These types of projects
reflect a normal business risk taken by a utility and its shareholders.
Shareholders, not ratepayers, should bear the risk associated with the
abandonment. Therefore, as reflected on Exhibit RMA-2, Schedule 12, I have
reduced abandoned property expense by $675,000 and increased net
operating income by $421,000.

Atlanta Golf Classic

Q. Would you please address your adjustment to remove the golf tournament

expenses from cost of service?
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A. As reflected on Exhibit RMA-2, Schedule 13, I have reduced expenses by

$149,000 and increased net operating income by $93,000. The reason for this
adjustment is to reflect the fact that the sponsorship of the Atlanta Golf Classic
is not necessary to provide service. The Company has made no indication that

this expense has been reclassified below-the-line.

Miscellaneous Non-Recurring Expenses

Q. Would you please explain the importance of identifying non-recurring

expenses?

In developing a revenue requirement that will be used to set rates on a
prospective basis, it is important that the historical test year be adjusted to
remove non-recurring expenses. In this manner, ratepayers will not be
required to pay for costs which will not be incurred to provide service during
the period new rates are in effect.

How are miscellaneous non-recurring expenses jdentified and measured?
Miscellaneous non-recurring items are usually represented by a one-time
expense recorded throughout the Company’s operating accounts. Since these
operating accounts contain numerous expense items, it is difficult to identify
all of them without a costly and lengthy audit of vouchers and journal entries.
Therefore, it is best to rely on the Company’s descriptions of unusually high
monthly expense levels. Based on a monthly variance analysis of BST-FL’s
1991 operating expenses, 1 requested a description of variances in approxi-

mately 31 operating accounts for over 50 observations.

Q. What was the outcome of this discovery process?
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A. Based on the descriptions provided, I have concluded that five of the accounts

identified appear to include non-recurring activities. The following provides

a brief description for each item:

Account No, 6122 - Furniture and Artwork (May 1991)

Expense furniture used in the Interexchange Carrier Point of Contact Office
was prorated to Florida operations. Additionally, a large quantity of furniture

was repaired and refurbished (Citizens’ 8th Interrogatory, Question No. 138).

Account No. 6123 - Office Equipment (May 1991)

The Company purchased cargotainers used in the consolidation of offices in

the marketing organization (Citizens’ 8th Interrogatory, Question No. 139).

Account No. 6231 - Radio Systems Expense (November and December 1991)

The rental cost of equipment and the purchase of replacement parts for
terrestrial microwave and non-cellular expenses declined. Additionally, the
Company eliminated one work group and converted to cellular and mobile

phones (Citizens’ 8th Interrogatory, Question No. 144).

Account No. 6422 . Underground Cable Expense (September to November

1991)

Plant labor charges were higher than normal due to cable failures and cut

ducts (Citizens’ 8th Interrogatory, Question No. 150).

Account No. 6512 - Provisioning Expense (September and December 1991)
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Q.

A.

Q.

A.

The Company "wrote down" computer spare parts inventory to expense. Addi-
tionally, adjustments were made to reduce the value of corporate communica-
tions field stock and customer premise equipment pantry stock inventories

(Citizens’ 8th Interrogatory, Question No. 153).

How did you measure the level of expense related to each of these items?
Without specific cost data for each item, I was forced to use a subjective
approach whereby I adjusted the months with non-recurring items to the
average expense level for the remaining months. Since the Company did not
provide the related costs, I have issued additional interrogatories. However,
the responses are not expected to be provided until after this testimony is
filed. If necessary, I will update my adjustments accordingly.

Would you please summarize your adjustments?

Yes. The following table provides each adjustment with an Exhibit RMA-2,

schedule reference, expense adjustment and effect on net operating income:

Reference Expense Adjustment Net Operating Income
Schedule 14 $  (528,000) $ 329,000
Schedule 15 (493,000) 307,000
Schedule 16 (312,000) 195,000
Schedule 17 (996,000) 621,000
Schedule 18 (5,858,000) 3,654,000

Excess Deferred Income Taxes

Q.

Would you please explain excess deferred income taxes?
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Excess deferred income taxes represent the amount of tax obligations reflected
on the books and collected from prior ratepayers in excess of the obligations

due at the current statutory tax rate.

. Would you please explain how the tax code distinguishes between protected

and unprotected excess deferred taxes?

Protected amounts refer to excess levels relating to timing differences directly
associated with accelerated depreciation under Section 203(e) of the Tax
Reform Act of 1986, while unprotected amounts relate to all other timing
differences. Only the protected amounts are restricted to the average rate
assumption method of flow-back. All other excess deferred taxes can be
flowed back to ratepayers at the discretion of each separate regulatory
jurisdiction. It is important to realize that only accelerated depreciation timing
differences are protected because the normalization rules only apply to such

differences.

. How should the unprotected excess deferred income taxes be passed back to

ratepayers?

It must be remembered that the unprotected excess actually represents an
excess amount of tax paid by past ratepayers under the assumption that future
tax liabilities would be paid at 46 percent. Excess deferred income taxes
represent ratepayers’ money previously supplied and not future ratepayer
benefits. The fact that accumulated deferred taxes are included in the capital
structure with zero cost supports the notion that deferred taxes are prior
ratepayer supplied capital. Since the past ratepayers have supplied these
excess funds to BST-FL, the return of these funds to future ratepayers is

inconsistent with the matching principle by providing future ratepayers with
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benefits obtained from past ratepayers. The passback of unprotected excess
deferred taxes should be matched as closely as possible to the ratepayers that
paid the excess in the first place, not to the plant that originally gave rise to
the excess. After all, the Tax Reform Act of 1986 unlinked the unprotected
excess deferred taxes from the related assets.

Is there any indication that the Company would consider the expedited return
of these funds to be reasonable?

Yes. In his testimony, Mr. Reid addressed the effects of SFAS No. 109 and
proposes a four-year flow back of the unprotected excess deferred taxes.
What is SFAS No. 1097

SFAS No. 109 is the new pronouncement on income tax accounting issued by
the FASB. SFAS No. 109 is effective for fiscal years beginning after December
15, 1992. The focus of SFAS No. 109 is the balance sheet accounting for
income taxes. For regulated utilities, the financial statements will require
adjustments related to non-normalized timing differences flowed through as
a reduction in prior rates, unamortized investment tax credits, excess deferred
taxes and AFUDC-equity.

Does Mr. Reid propose recovery of prior flow-through items?

Yes. Mr. Reid proposes to recover such items over a four-year period.

Is it appropriate to include a ratemaking adjustment for SFAS No. 109?

No. Since the primary effect of SFAS No. 109 is to have the balance sheet
reflected on a revenue requirement basis, it should have no impact on the
determination of revenue requirements. In addition, the recovery of the tax
effect of Commission-approved flow-through items is not justified simply by

the issuance of SFAS No. 109. Such prior flow-through items are not required
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to be collected based on the Internal Revenue Code. If the Commission
wanted these items to be normalized, they would have required normalization
at the time the timing differences occurred.

Has this issue previously been presented to the Commission?

Yes. Mr. Benjamin A. McKnight III, a partner in the firm of Arthur Anderson
& Co., addressed this issue on behalf of Tampa Electric Company in Docket
No. 920324-EI. Mr. McKnight testified that the adjustments to adopt SFAS No.
109 should not affect revenue requirements. As Mr. McKnight explained, the
regulatory assets and liabilities, and increase in accumulated deferred income
taxes which will arise from the adoption of SFAS No. 109 have been consis-

tently treated outside of the revenue requirement determination.

. Why is it not inconsistent to allow for expedited reimbursement of unprotect-

ed excess deferred taxes yet not allow expedited recovery of prior flow-
through items?

It is not inconsistent because the two items result from different circumstanc-
es. The unprotected excess represents amounts allowed and recovered in
rates to cover the future liability at 46 percent which are now taxable at only
34 percent. These amounts, which will never be payable, were specifically
included by Commission Order and collected from prior ratepayers. The prior

flow-through items, on the other hand, were specifically disallowed and not

- recovered in rates by order of the Commission. If they continue to be treated

in the same manner, they will eventually turn around.

. Would you please summarize your adjustment?

As presented on exhibit RMA-2, Schedule 19, I have used a three-year amortiza-

tion period to expeditiously return the unprotected funds to ratepayers.
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Additionally, I have reversed the Company’s adjustment to accelerate the
recovery of prior Commission approved flow-through treatment. The use of
the three-year period was used to balance the interest of the ratepayers with
the Company’s ability to return the funds. As a result, I have reduced federal
income tax expense and increased net operating income by $8,057,000. To
reflect the proper level of unamortized unprotected excess deferred taxes, I

have also increased rate base by $2,628,000.

Interest Synchronization

Q.

A.

Would you please explain interest synchronization?

Under generally accepted ratemaking principles, regulators utilize a method
of determining tax deductible interest charges by applying the weighted cost
of debt to total invested capital. The weighted cost of debt utilized is based
upon a capital structure that does not include accumulated deferred job
development investment tax credits (JDIC). Further, this weighted cost of debt
is applied to a rate base that does not exclude accumulated JDIC. Since the
Internal Revenue Service allows the JDIC to earn a return no greater than the
overall rate of return, it is concluded that the cost associated with JDIC is
made up of long-term and short-term debt, preferred stock and common
equity in 2 proportionate ratio. Under this scenario, a portion of a company’s
weighted cost of JDIC is actually considered to be debt and should result in
interest. By applying this interest synchronization, the effect on the ratepayers
is to allow them a reduction of federal income tax expense for the interest
component associated with JDIC to offset the amount of return dollars
associated with JDIC that the shareholders are earning through rate base. In

other words, since JDIC is not reduced from rate base and the ratepayers are
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Q.

therefore paying a return for JDIC invested in plant, the use of interest
synchronization imputes interest expense associated with the cost of JDIC for
purposes of reducing taxable income. This method has long been accepted
as the appropriate methoed since the IRS ruled that it is consistent with
normalization. By using this method, the interest deduction used for tax
purposes is properly matched and consistent with rate base and the capital
structure.

Would you please summarize your adjustment to provide for a synchronized

interest deduction?

A. As presented on Exhibit RMA-2, Schedule 20, I have applied the 2.52 percent

total weighted cost of debt based on Mr. Rothschild’s capital structure adjusted
to exclude accumulated JDIC to my recommended rate base of $4,150,182,0-
00. The resulting synchronized interest deduction of $104,585,000 is
$8,718,000 less than that used by the Company. As a result, I have increased

income tax expense by $2,8006,000.

Excess Pension Collections

Q.

A. According to the Company’s response to Citizen’s 8th Interrogatory, Question

Would you please address your concerns with excess pension collections?

No. 131, the BellSouth Management Pension Plan and BellSouth Pension Plan
had a fair value in excess of projected benefit obligations at December 31,
1991 of $808,637,000 and $967,526,000, respectively. These amounts
represent value in the plans in excess of the required value to cover plan
obligations. With excess values like this, one would expect that no pension
expense would be necessary to include in revenue requirements. As explained

by the Company in response to Citizen’s 8th Interrogatory, Question No. 171,
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however, the Commission has allowed BST-FL to charge ratepayers the SFAS
No. 87 expense amount. Since SFAS No. 87 does not expeditiously recognize
value gains due to the 10 percent corridor approach, the level of expense can
often exceed actual funding levels.

What happens when the expense exceeds actual funding levels?

As reflected in response to Citizen’s 8th Interrogatory, Question No. 173, the
Company will recover more pension dollars than it will fund in the pension
plans. For 1991, this treatment provided BST-FL with $23.2 miilion of
ratepayer supplied funds. Additional amounts could have resulted in prior
years.

How should these ratepayer-supplied funds be treated?

Since they represent cost-free capital, such excess collections should be
deducted from rate base. Since I have found no evidence that BST-FL has
deducted such amounts from rate base, 1 have reduced rate base by $23,190,-
000 as reflected on Exhibit RMA-1, Schedule 21. This only considers 1991 and
should be adjusted to include amounts recovered in prior years in excess of

contributions to the pension fund.

Attrition Analysis

Q. Has BST-FL recognized that it will experience negative attrition or accretion

A.

from the 1991 results of operations?

Yes. The Company has sponsored the prefiled direct testimony of Mr. John
D. McClellan who was engaged by SBT-FL to analyze the impact of earnings
attrition. Mr. McClellan concluded that the level of revenue per access line

required to maintain a fixed return on equity will decline into the future.

Q. Do you agree with Mr. McClellan’s conclusion?

43




N RN SN W e N

e S S T
o = W [ 3] - (]

17
18
19
20
21
22
23
24
25

While I agree that BST-FL will experience negative attrition, I disagree with the
results of Mr. McClellan’s study and have uncovered some basic flaws in his
approach. As I will show, he has materizally understated the related effect on

earnings.

. What method has Mr. McClellan used for his analysis?

Mr. McClellan used a simple trend approach based on 1989 through 1991
actual data to capture the expected changes into 1993. As Mr. McClellan
explains, his analysis shows the level of negative attrition assuming the pattern

of negative attrition experienced during 1989 through 1991 continues.

. What is wrong with Mr. McClellan’s analysis?

One major problem with Mr. McClellan’s analysis is that the historical trend
expérienced during 1989 through 1991 is not expected to continue into the
future at the same pace. For example, the pericd trended by Mr. McClellan
includes a period of general economic recession which is not expected to
continue into 1993. Additionally, this time period experienced higher inflation
than is expected to be experienced in 1992 and 1993. As reflected in the
Company’s Strategic Implementation Plan for Florida released on August 4,
1991, the period used by Mr. McClellan was one of declining access line
growth. Beginning in 1992, the plan shows a steady increase in the rate of
growth. The plan states in Section 1, page 1, that the Company’s recent
growth has reflected the effects of the general economic slowdown, yet, the
outiook anticipates an improvement in the economy and a return to more
normal levels of growth. Section 2, page 11, claims that evolving technology
will bring new revenues and expense reduction opportunities. For example,

the cost of fiber and associated electronics is dropping 5-12 percent a year.
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Further, the Financial Planning Assumptions for 1991 through 1994 used for
the 1991 pre-Commitment view of 1992-1994 show very weak economic
activity for 1990 and 1991 turning around in 1992. Mr. McClellan’s trend
analysis ignores these basic changes. Additionally, the period used represents
the beginning years of incentive regulation for BST-FL which may not reflect
a normalized view of operating results expected to be achieved under such
regulation. Assuming that this plan will result in benefits, like any new
regulatory scheme, incentive regulation 2lso experiences a type of learning

curve where the full effects are realized on an incremental or phased-in basis.

. Would you please explain the incentive regulation learning curve further?

Yes. One of the primary purposes of incentive regulation is to provide a utility
the opportunity to share in the benefits of increased revenues resulting from
competitive pricing and decreased expenses resulting from efficiency and
productivity improvements. These changes do not happen overnight. It may
take years of effort for these benefits to be obtained. This is evidenced in part
by the fact that the Company has not yet reached the earnings level at which
sharing would be triggered under the current incentive plan even though the
intrastate cost of service on a per customer basis has been lowered during the
incentive plan years as addressed by Mr. Reid. If the Company is right about
incentive regulation and its benefits as time progresses and more new services
are provided, one would naturally conclude that the benefits of incentive
regulation would occur more rapidly.

Does Mr. McClellan recognize the learning curve effects or the impacts of the

recession in his analysis?
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No. Mr. McClellan assumes that the impacts of the recession will continue
unimpeded and that the effects of incentive regulation will not improve over
time. As a result, his negative attrition adjustment does not fully capture the
effect of accretion occurring from the time of the test year to the time of the

rate effective period.

. What else is wrong with Mr. McClellan’s analysis?

Mr. McClellan claims his analysis focused upon the pattern of change for the
historic period trended through linear regression techniques to measure
attrition. Rather than focusing on the pattern of change, Mr. McClellan
actually focused on the absolute value of change. On page 14, he addresses
the levels of change, not the rates of change. In other words, he ignored the
rate of change experienced and instead used a set amount of change per year.
How did Mr. McClellan develop his set amount of change per year?

While he claims to have used a linear regression technique, his result can be
calculated by simply taking one-half of the dollar change in the variables
measured from 1989 to 1991. For example, one-half the change in revenues
for this period is $92,969 ($2,267,625-$2,081,687 = $185,938/2 = $92,969).
This amount simply represents a levelized average change per year. In fact,
Mr, McClellan’s approach is not even affected by the middle year (i.e. 1990).
The use of this approach results in declining growth over time because the set
amount of change becomes proportionately smaller as the total revenues
increase,

Can you provide an example of this effect?

Yes. The following table presents the annual level of revenue projected on Mr.

McClellan’s Schedule No. 3, page 3.
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Year Revenue Percent Change

1992 $2,373,915

1993 $2,466,884 3.92
1994 $2,559,853 3,77
1995 $2,652,822 3.63

Can you show how the use of the rate of change results in constant annual
growth?
Yes. The following table adjusts the 1992 revenues from above based on the

historical annual rate of growth:

Year Revenue Percent Change
1992 $2,373,915

1993 $2,477,668 4.37

1994 $2,585,955 4.37

1995 $2,698,975 4.37

. Would you please summarize this concern?

Mr. McClellan has provided an attrition analysis based on historical trends of
absolute values. This approach results in an ongoing decrease in the rate of
growth. This is simply unreasonable given the growth experienced currently

in the telephone industry.

. Why did Mr. McClellan use a trend approach rather than BST-FL’s corporate

budget when preparing his analysis in this case?
According to Mr. McClellan, the Company was reluctant to use the budget

results because of recent changes in divisional and departmental structuring.
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Mr. McClellan states "there is some question as to whether the budgeting
procedures brought forward from the preceding departmental alignment is for
the moment equally effective under the realigned system." As Mr. McClellan
explains, the Company has chosen to substitute the budget data with the trend
approach.

Does Mr. Reid address the Company’'s concerns with its 1992 corporate
budget?

Yes. Mr. Reid states "that the Company’s budget is normally a better measure
of expected earnings in future periods than are adjusted historical data."
However, because .of the reorganization resulting from the merger, Mr. Reid
has "temporarily" lost confidence in the budget amounts.

How did you correct Mr. McClellan’s trend analysis to account for the
concerns mentioned above?

Due to the lack of better data, I was unable to revise the revenue, access line,
and investment projections. However, I was able to make one adjustment to

his expense projections.

. Why do Mr. McClellan’s expense projections need to be corrected?

I recognized that the rate of inflation during the historic period used by Mr.
McClellan for trending expenses was higher than the expected inflation rates
for the period of projected expenses. Considering that Mr. McClellan assumed
the historic trend would continue through the period of projection, his
analysis results in an over inflated level of expenses.

How did you develop your adjustment?

As reflected on Exhibit RMA-2, Schedule 22, page 2, I first determined the one-

year growth rate used by Mr. McClellan for projecting expenses. From this
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figure, I then removed the one-year historical change in inflation for the base
years using the Gross Domestic Product (GDP) Deflator. Finally, I added back
the average projected inflation for the projection period also based on the
GDP Deflator. The results of this calculation indicate that the growth rate
considering current inflation projections is 1.0115 or approximately half of the

historic growth rate.

. What was your next step?

As reflected on page 3, I revised the 1993 projection of expenses by applying
the previously discussed growth factor to the 1991 historic expense level.
Having revised the 1993 projection, I calculated the revised expense per access
line and compared this to the 1991 expense per access line to arrive at a
revised increment per access line. The resulting incremental decrease of
$12.63 is $5.40 per access line greater than Mr. McClellan’s increment. Next,
I recalculated the net operating income per access line by including the
revised expense increment in the calculation presented on page 4. This
resulted in a net operating income per access line that is $3.37 more negative

than Mr. McClellan’s.

. What was your final step?

Consistent with Mr. McClellan’s method, I applied the revised net operating
income along with the Company’s investment factor to the 1993 projected
number of access lines to arrive at the revised accretion adjustment. As
presented on page 1 of Schedule 22, the inflation correction resuited in a

$16,915,000 increase to net operating income.

Attrition on OPC Adjustments
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. Would you please address your adjustment to account for attrition on your

adjustments?

Yes. It must be remembered that both Mr. McClellan’s and my attrition
analysis addressed above effectively restate 1991 to 1993 levels. Therefore, to
the extent that any items during 1991 are removed from cost of service, such
removal must be consistently adjusted for the level of negative attrition applied

to the 1991 level.

. Would you please provide an example that demonstrates your position?

Assume there was $100 of widget expense during 1991 that was adjusted
upward by 2 percent a year within the attrition analysis. The widget expense
for 1993 reflected in cost of service would be $104. However, if the widget
expense was disallowed for ratemaking at the 1991 level, the removal of $100

would still leave $4 included in cost of service for widget expense.

. How did you adjust OPC’s adjustments to account for accretion?

As reflected on Exhibit RMA-2, Schedule 23, I used the same trending method
used by Mr. McClellan adjusted to more properly reflect inflation projections.
While my adjustment begins with net operating income before attrition, the
accretion value of any individual OPC adjustment can be developed by
inserting its value in place of net operating income at the top of Exhibit RMA-

2, Schedule 23. As reflected there, I have increased net operating income by

$2,403,000.

Does this conclude your testimony?

Yes, it does.
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Expert Testimony and Other Services

Presented by Randy M. Allen

Before Federal Commissions:

Texas Gas Transmission Corporation (Federal Energy Regulatory Commission,
Docket No. RP88-115 et al.), October 1990. Technical analysis of
settlement negotiations on cost of service, invested capital and revenue
deficiency on behalf of the Indiana Utility Consumer Counselor.

Columbia Gas Transmission Corporation (Federal Energy Regulatory Commission,
Docket No. RP90-108-000), August 1991. Testimony on cost of service,
invested capital and revenue deficiency on behalf of the Pennsylvania
Office of Consumer Advocate.

Columbia Gulf Transmission Company (Federal Energy Regulatory Commission,
Docket No. RP90-107-000), August 1991. Testimony on cost of service,
invested capital and revenue deficiency on behalf of the Pennsylvania
0ffice of Consumer Advocate.

Columbia Gas Transmission Corporation (Federal Energy Regulatory Commission,
Docket No. RP91-161-000), February 1992. Testimony on cost of service,
invested capital and revenue deficiency on behalf of the Pennsylvania
Office of Consumer Advocate.

Columbia Gulf Transmission Company (Federal Energy Regulatory Commission,
Docket No. RP91-160-000), February 1992. Testimony on cost of service,
invested capital and revenue deficiency on behalf of the Pennsylvania
Office of Consumer Advocate.

Before State Commissions:

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket
No. 5779), September 1983. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Public Utility Commis-
sion Staff.

Engel Water Utility Company (Public Utility Commission of Texas, Docket No.
5512), 1984. Testimony on interim rate relief on behalf of the Public
Utility Commission Staff.

San Bernard Electric Cooperative (Public Utility Commission of Texas, Docket
No. 5467), January 1984. Testimony on cost of service, invested capital
and revenue deficiency on behalf of the Public Utility Commission Staff
(settlied).

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
5560}, April 1984. Testimony on invested capital and federal income
taxes on behalf of the Public Utility Commission Staff,.



Texas Utilities Electric Company (Public Utility Commission of Texas, Docket
No. 5640), June 1984. Testimony on invested capital on behalf of the
Public Utility Commission Staff.

Community Water Company (Public Utility Commission of Texas, Docket No. 5735),
August 1984. Testimony on cost of service, invested capital, and
revenue deficiency on behalf of the Public Utility Commission Staff.

San Bernard Electric Cooperative (Public Utility Commission of Texas, Docket
No. 5728), October 1984. Testimony on collection of local franchise
taxes related to the Inquiry into the legality of rates on behalf of the
Public Utility Commission Staff.

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
5820), October 1984. Testimony on cost of service, invested capital and
revenue deficiency on behalf of the Public Utility Commission Staff.

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket
No. 5755), December 1984. Testimony on the construction revenue
requirement stream related to the Inquiry into the status of the
Malakoff Certificate of Convenience and Necessity on behalf of the
Public Utility Commission Staff (withdrawn by Commission General
Counsel).

Cherokee County Electric Cooperative (Public Utility Commission of Texas,
Docket No. 6075), April 1985. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Public Utility Commis-
sion Staff.

Proposed Rule Making Amendment of 16 TAC 7.35 (Texas Railroad Commission),
August 1985. Testimony on cash working capital requirements on behalf
of the City of Austin.

Energas Company (Texas Railroad Commission, Docket No. 5793), September 1985.
Testimony on revenues, cost of service, invested capital and revenue
deficiency on behalf of the City of Amarillo.

Westar Transmission Company (Texas Railroad Commission, Consolidated Docket
Nos. 4892 and 5168), November 1985. Testimony on a complaint regarding
city gate rate - cost of service, invested capital and rate design on
behalf of Municipal Intervenors (settled).

Central Power and Light Company (Public Utility Commission of Texas, Docket
No. 6375), November 1985. Testimony on cost of service, invested
capital and revenue deficiency on behalf of Municipal Intervenors
(settied).

Westar Transmission Company (Texas Railroad Commission, Docket No. 5787),
January 1986. Testimony on cost of service and invested capital on
behalf of Municipal Intervenors.




Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
6525), March 1986. Testimony on cost of service, invested capital and
revenue deficiency on behalf of Municipal Intervenors (settled).

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
7195), March 1987. Testimony on cost of service, invested capital and
revenue deficiency on behalf of Municipal Intervenors.

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket
No. 7375), May 1987. Testimony on deferred accounting treatment for
Limestone Unit No. 2 on behalf of the Office of Public Utility Counsel
(withdrawn by Company).

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
7195), February and March 1988. Testimony on rate base exclusion of
nuclear plant and hypothetical federal income taxes on behalf of the
Office of Public Utility Counsel.

Lower Colorado River Authority {Public Utility Commission of Texas, Docket No.
8032), June 1988. Testimony on cost of service, invested capital and
revenue deficiency on behalf of the Office of Public Utility Counsel
(settled).

Contel of Texas, Inc. (Public Utility Commission of Texas, Docket No. 8190),
June 1988. Testimony on Lifeline Program's Effect on Proposed Stipula-
tion Regarding the Tax Reform Act of 1986 on behalf of the Office of
Public Utility Counsel.

Central Power and Light Company (Public Utility Commission of Texas, Docket
No. 7560), July 1988. Testimony on deferred accounting treatment for
STP Unit No. 1 on behalf of the Office of Public Utility Counsel.

Texas-New Mexico Power Company (Public Utility Commission of Texas, Docket No.
8095), July 1988. Testimony on cost of service, invested capital and
revenue deficiency on behalf of the Office of Public Utility Counsel
(settled).

GTE Southwest, Inc. (Public Utility Commission of Texas, Docket No. 5610),
August 1988. Testimony on cost of service, invested capital and revenue
surplus on behalf of the Office of Public Utility Counsel.

Houston Lighting & Power Company {(Public Utility Commission of Texas, Docket
No. 8230), September 1988. Testimony on deferred accounting treatment
for STP Unit 1 and Limestone Unit No. 2 on behalf of the Office of
Public Utility Counsel.

Southwestern Public Service Company (Public Utility Commission of Texas,
Docket No. 8255), November 1988. Settliement negotiation regarding the
Tax Reform Act of 1986.




E1 Paso Electric Company (Public Utility Commission of Texas, Docket No.
8363), January 1989. Testimony on cost of service and invested capital
on behalf of the Office of Public Utility Counsel.

Central Telephone Company of Texas (Pubiic Utility Commission of Texas, Docket
No. 8266), January 1989. Settlement negotiation regarding the Tax
Reform Act of 1986 on behalf of the Office of Public Utility Counsel.

Lower Colorado River Authority (Public Utility Commission of Texas, Docket No.
8400), February 1989. Testimony on cost of service, debt service
coverage and revenue deficiency on behalf of the Office of Public
Utility Counsel.

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket
No. 8425), March 198%. Testimony on cost of service, invested capital
and revenue deficiency on behalf of the Office of Public Utility
Counsel.

Hi1l Country Utilities, Inc. (Texas Water Commission, Docket No. 7838-R),
March 1989. Testimony on revenues, cost of service, invested capital,
capital structure, cost of capital and rate design on behalf of the
Lamplight Village Area Neighborhood Association.

United Telephone Compahy of Texas, Inc. (Public Uti1ity Commission of Texas,
Docket No. 8222), March 1989. Settlement Negotiation Regarding the Tax
Reform Act of 1986 on behalf of the Office of Public Utitity Counsel.

Houston Lighting & Power Company and Central Power and Light Company (Public
Utility Commission of Texas, Docket No. 6668), June 1989. Testimony on
the propriety of the present value of revenue requirements method of
prudency disallowance quantification on behalf of the Office of Public
Utility Counsel.

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No.
8702), July and August 1989. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Office of Public Utility
Counsel.

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket
No. 8555), August 1989. Testimony on revenue requirement methodology
for calculating the effects of canceled plant disallowance on behalf of
the Office of Public Utility Counsel.

Texas-New Mexico Power Company (Public Utility Commission of Texas, Bocket No.
8880), October 1989. Testimony on deferred accounting treatment for TNP
One on behalf of the 0ffice of Public Utility Counsel.

Texas-New Mexico Power Company (Public Utitity Commission of Texas, Docket No.
8928), October 1989. Testimony on cost of service, invested capital and
revenue deficiency on behalf of the Office of Public Utility Counsel.




Southwestern Bell Telephone Company (Public Utility Commission of Texas,
Docket No. 8585), October, November and December 1989 and March 1990.
Testimony on cost of service, invested capital, revenue surplus,
incentive rate plan, and proposed partial stipulation on behalf of the

Office of Public Utility Counsel.

Central Power and Light Company (Public Utility Commission of Texas, Docket
No. 8646), June 1989 and March and April 1990. Testimony on federal
income taxes and interim rate relief and nonunanimous stipulation on
behalf of the 0ffice of Public Utility Counsel.

Texas Utilities Electric Company (Public Utility Commission of Texas, Docket
No. 9300), April and July 1990. Testimony on cost of service, invested
capital, revenue deficiency and revenue requirement effects of impru-
dence disallowance on behalf of the Office of Public Utility Counsel.

Lufkin-Conroe Telephone Company {Public Utility Commission of Texas, Docket
No. 8773), June 1990. Settlement negotiations regarding the Tax Reform
Act of 1986 and overearnings on behalf of the Office of Public Utility
Counsel.

Kerrville Telephone Company (Public Utility Commission of Texas, Docket No.
8771), June 1990. Settlement negotiations regarding the Tax Reform Act
of 1986 and overearnings on behalf of the Office of Public Utility
Counsel.

New Jersey Natural Gas Company (New Jersey Board of Public Utilities, Docket
No. GR89030335J), July 1990. Testimony on consolidated federal income
tax savings on behalf of the Department of the Public Advocate, Division
of Rate Counsel.

GTE Southwest, Inc. (Public Utility Commission of Texas, Docket No. 9368),
July 1990. Testimony on the effect of relocating accounting records
outside the State of Texas on behalf of the 0ffice of Public Utility
Counsel.

Lower Coloradoe River Authority (Public Utility Commission of Texas, Docket No.
9427), July 1990. Testimony on debt service, coverage and proposed
transmission facility lease program on behalf of the Office of Public
Utility Counsel.

Central Power and Light Company (Public Utility Commission of Texas, Docket
No. 9561), August 1990. Testimony on cost of service, invested capital
and revenue deficiency on behaif of the Office of Public Utility

Counsel.

New Jersey Natural Gas Company (New Jersey Board of Public Utilities, Docket
No. GR90080786J), January 1991. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Department of the Public
Advocate, Division of Rate Counsel (settled).



Utah Power & Light Company (Public Service Commission of Utah, Docket No.
90-035-06?, February 1991. Technical analysis of settlement negotia-
tions on the termination of the Energy Balancing Account and review of
coal procurement policies and ccal management practices.

Nevada Power Company (Public Service Commission of Nevada, Docket Nos. 91-5032
and 91-5055}, July 1991. Testimony on coal reconciliation treatment of
gains on disposition of property and treatment of common stockpile
payment on behalf of Federal Executive Agencies.

Appalachian Power Company (West Virginia Public Service Commission, Case No.
01-026-E-42T), July 1991. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Consumer Advocate
Division.

Arkansas Louisiana Gas Company (Louisiana Public Service Commission, Docket
No. U-19236), October 1991. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Public Service
Commission Staff (settled).

Rockland Electric Company (New Jersey Board of Public Utilities, Docket No.
ER91030356J), October 1991. Testimony on cost of service, invested
capital, revenue deficiency and regulatory policy issues on behalf of
the Department of Public Advocate, Division of Rate Counsel (settled).

Sierra Pacific Power Company (Public Service Commission of Nevada, Docket Nos.
91-7079, 917080 and 91-7081), November 1991. Testimony on electric, gas
and water cost of service and invested capital issues on behalf of the
Office of Consumer Advocate.

Atlantic City Electric Company (New Jersey Board of Regulatory Commissioners,
Docket No. ER90091090J - Phase II), January 1992. Testimony on consoli-
dated tax savings and ratemaking treatment of gross receipts and
franchise tax legislative changes on behalf of the Department of Public
Advocate, Division of Rate Counsel.

New Jersey Natural Gas Company (New Jersey Board of Regulatory Commissioners,
Docket No. ER910813932), March 1992. Testimony on consolidated tax
savings on behalf of the Department of Public Advocate, Division of Rate
Counsel.

Public Service Electric and Gas Company (New Jersey Board of Regulatory
Commissioners, Docket No. ER91111698J2), June 1992. Testimony on cash
working capital, consolidated tax savings and postretirement benefits on
behalf of the Department of Public Advocate, Division of Rate Counsel.

Trans Louisiana Gas Company (Louisiana Public Service Commission, Docket No.
U-19631), June 1992. Testimony on cost of service, invested capital and
revenue deficiency on behalf of the Public Service Commission staff.




Jersey Central Power and Light Compapy (New Jersey Board of Regulatory
Commissions, Docket No. ER91121820J), July 1992. Testimony on selected
cost of service issues on behalf of the Department of Public Advocate
Division of Rate Counsel.

Rockland Electric Company (New Jersey Board of Regulatory Commissioners,
Docket No. ER91030356J - Phase II}, July 1992. Testimony on the
ratemaking treatment of gross receipts and franchise tax legislative
changes on behalf of the Department of Public Advocate, Division of Rate
Counsel.

Petition of Pennsylvania Utilities for a Declaratory Order Regarding Statement
of Financial Accounting Standards No. 106 {Pennsylvania Public Utility
Commission, Docket No. P-00920588), July 1992. Joint affidavit on the
ratemak ing effects of postretirement benefits other than pensions
related to SFAS No. 106 on behalf of the Office of Consumer Advocate.

Atlanta Gas Light Company (Georgia Public Service Commission, Docket No.
4177-U), August 1992. Testimony on cost of service, invested capital
and revenue deficiency on behalf of the Consumer's Utility Counsel.

Niagara Mohawk Power Company {New York Public Service Commission, Case Nos.
92-E-0108, 92-E-0109 and 92-G-0110), September 1992. Analysis of
electric and gas cost of service, invested capital and revenue
deficiency and testimony supporting the settlement stipulation.

Wheeling Power Company {West Virginia Public Service Commission, Case No.
91-1069-E-GI), September 1992. Testimony on cost of service, invested
capital and revenue surplus on behalf of the Consumer Advocate Division.

Commonwealth Gas Services, Inc. (Virginia State Corporation Commission Case
No. 92PUEQ037), September 1992. Testimony on cost of service, invested
capital and revenue deficiency on behalf of the Attorney General.

Before Legislative Bodies and Courts:

71st Texas State Legislature (House State Affairs Committee, H.B. 1573}, April
1989. Testimony on federal income tax normalization and the effects of
prohibiting actual taxes incurred.

71st Texas State Legislature (House State Affairs Committee, H.B. 2882), April
1989. Testimony regarding the regulatory treatment of excess capacity.

71st Texas State Legislature (House State Affairs Committee, H.B. 1316), April
1989. Testimony regarding the ratemaking treatment of self insurance
reserves.

71st Texas State Legislature (House State Affairs Committee, H.B. 2364 and
2881), April 1989. Testimony regarding the ratemaking treatment for the
change in the statutory income tax rate.



Gulf States Utilities Company (District Court of Travis County, 126th Judicial
District, Cause No. 462,0144), April 1989. Affidavit related to treat-
ment of abeyed nuciear plant in PUC Docket Nos. 7195 and 8702 on behalf
of the O0ffice of Public Utility Counsel.

Before Municipalities:

Energas Company (Amarillo, Texas City Commission), July 1985. Report on reve-
nues, cost of service and invested capital on behalf of the City of
Amarillo.

Southern Union Gas Company (Austin, Texas City Council), September 1985.
Report on revenues, cost of service and invested capital on behalf of
the City of Austin.

West Texas Gas, Inc. {Texline, Texas City Council), November 1985. Report on
revenues, cost of service, invested capital and rate design on behalf of
the City of Texline.

Lone Star Gas Company (Dallas, Texas City Council), December 1985. Report on
cash working capital on behalf of the City of Dallas.

Lone Star Gas Company (Sherman, Texas City Council), 1986. Report on cash
working capital on behalf of the City of Sherman.

Fort Worth, Texas Wastewater Utility (Tarrant County Mayor's Council), January
1887. Report on cost of service, invested capital, capital structure,
rate of return, cost allocations, rate design, system access fee and
contract negotiation on behalf of 21 Customer Cities.

Lower Colorado River Authority (Kerrville Public Utility Board}, August 1987.
Report on Distribution system purchase negotiation, revenue require-
ments, rate design, forecasted results of operations and consulting
engineer's report for issuance of revenue bonds on behalf of the City of
Kerrville.
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OPERATING REVENUES
Local Service
InterLATA
Intral.ATA
Miscellaneous
Unceollectibles
Total Operating Revenues

OPERATING EXPENSES
Plant Specific
Plant Nonspecific
Depreciation
Customer Operations
Corporate Operations
Other
Total Operating Expenses

TAXES
Federal Income Taxes
State Income Tax
Other Tax Expense

Total Tax Expenses

Total Operating Expenses
and Taxes

Attrition Adjustment

MFR Amendment Adjustment
Net Operating Income
Rate Base

Rate of Return On Rate Base

Docket No. 920260-TL

SOUTHERN BELL TELEPHONE COMPANY

Summary of Operating Income
Average for Test Year 1991

(In Thousands)

Exhibit RMA-1
Schedule 1
Page 1 of 2

Per Company OPC Adjusted Proforma Proforma
Present Rates Adjustments Per OPC Increase Amount
$1,325,915 $0 $1,325,915 $0 $0
274,694 Y 274,694 0 0
347,383 0 347,383 0 0
294,224 0 294,224 o 0
{39,415) 15,442 (23,973) 0 Q
$2,202,801 $15,442 $2,218,243 ($232,739) $1,985,504
$380,059% ($57,898) $322,161 $0 $322,161
187,220 0 187,220 0 187,220
524,617 0 524,617 0 524,617
305,405 0 305,405 0 305,405
209,181 0 209,181 0 209,181
585 (32,737) (32,152) 0 {32,152)
$1,607,067 {$90,635) $1,516,432 $0 $1,516,432
$75,396 $28,831 $104,227 {$73,869) $30,359
18,024 6,315 24,339 (12,645) 11,694
124,432 0 124,432 (2,834) 121,598
$217,852 $35,146 $252,998 {$89,348) $163,650
$1,824,919 ($55,489) §1,769,430 ($89,348) §1,680,082
$41,874 $19,318 | $61,192 50 $61,192
($28,421) $0 {$28,421) $0 ($28,421)
$391,335 $90,249 $481,584 {$143,392) $338,192
$4,150, 495 ($896) $4,149,599 $0 $4,149,599
9.43% 11.61% 8.15%



Docket No.

920260-TL

Exhibit RMA-1

SOUTHERN BELL TELEPHONE COMPANY

Determination of Revenue Increase

Average for Test Year 1991

OPC Recommended Rate Base
Required Rate of Return
Required Retuxrn

Adjusted Operating Income

Income Shortfall

Revenue Multiplier

Revenue Increase Recuired

Uncollectible Accounts at 0.80%
Subtotal

Public Utility Tax at 0.16821%
Subtotal

Revenue Taxes at 1.05%
Subtotal

State Income Tax at 5.5%
Subtotal

Federal Income Tax at 34%

Net Income Increase Required

(In Thousands)

Amount

Source

Schedule 1
Page 2 of 2

$4,149,599

8.15%

$338,192

$481,584

($143,392)

1.63619

($234,616)

($1,877)

($232,739)

(§395)

($232,345)

($2,440)

($229,905)

($12,645)

(5217,260)

{$73,869)

($143,392)

Exhibit RMA-1,

Schedule 3

1/({1-0.008-0.0016821)

® (1-0.0105)*(1-0.055)

* (1-0.34))




Reavised Ket Income Per Company

orc Adjustmantsr

Saltusre Ixpsnss

Promotlonal Aadvartleing

*romotional Subscriptions

¥oluntary Enhanced Tarly Peticement

Incentive Borua

Employss Activitiss

Postretirement Banefits

uncollectiblas

Lagai Betclemant Claims

Cut#ide Services Performed

USTA Dues

Abandoned Proparty

Atiantie oclf classie

Furniture & Artwork

office Iquipmant

Radic Bystems

Underground Ceble

rrovisioning

Excans Deferred Income Taxas

Interest Synchronization

Bagative Attriticn on Reverus Raquirement

Regative Attrition on QPC‘s Adjuntments

Balisouth Corporate Charges

WeliCorw Ressarch & Development

Total OFC Adjustments

Total Adjusted Income

Docket Fo, $30360-T%L
Exhibit RMA-1

Scheduls 3
Pages L of 2
of M te op g Incoms
AvaTage for Test Year 1991
{In Thousends)
Flant state Adjuated
OPIRATING Epacific Tnaces HER Fet Cperating Froforms det Operating
REVERULS Espeanses Depreciution othar FIT Tax Attrition Amendmant Incoms Adjustment 1ncone
§2,202,801 $367,27% $524,617 $633,603 £73,39% 318,014 $41,0M $348,423 343,133 ($143,392) $3147,.94
(Bh7.993) $5,702 §950 B11,322 2] 11,323
{FL11,034) $3,001 #4631 £7,301 $2 $7,801
(F627) EELS] 3 31 8 $391
{813,674} 4,992 $rs2 9,520 30 ¥0,.520
{818,043) $5.797 $392 11,253 fo $11,2%
(FL,044) $02 LEL] ELEL] so ta3r
(5, 906) F1.098 R Ar1] $3.404 10w LN L]
F13,442 B, 962 E LI $9,631 1] £5,691
(¥1,146) $350 F63 $71% 58 115
(¥3,177) 1,021 178 $1,v02 §0 $1,992
(¥10) $28 L1 [TH 0 (71
(5673 k117 $31 $a21 0 $421
(5143 $48 1] $33 $o $3)
(#5329} $170 $23 LEFL] $0 $329
{2 F150 $27 $307 §o £
[¢22T2]) $100 nzr fios $0 193
(8996} $320 ¥35 $521 $0 $621
($5.058) $1,882 12 £3,6534 f0 $3,854
(F0,037) §8,057 $o #0572
¥2,006 $a80 ($3.206) $o (F3,206)
916,913 $16,915 $0 $16,915
$2,40% ¥2,403 0 [FRTE]
(§2,021) $406 135 $1,739 e $1.7%
(Fi.980) $1,600 nn §3,106 1) $3,106
515,442 (¥57,099) (i) (F32,137) §20,031 96,315 19,318 50 190,249 (1] $90,24%
$2,218,24) F309.381 $524.617 FEO5,B66 104,327 Fad, 339 $61,192 $20,421 $401,504 {F1h43,352) $339,152




Docket No. 920260-TL
Exhibit RMA-1
Schedule 2
Page 2 of 2
SOUTHERN BELL TELEPHONE COMPANY

Summary of Adjustments to Operating Income
Test Year Ended October 31, 1991

{In Thousands)

Amount Source

Net Income per Company $391,335 Exhikbit RMA-1l, Schedule 1
OPC Adjustments:
Software Expense $§11,223 Exhibit RMA-2, Schedule 1
Promotional Advertising $7,381 Exhibit RMA-2, Schedule 2
Promotional Subscriptions $391 Exhibit RMA-2, Schedule 3
Voluntary Enhanced Early Retirement $8,528 Exhibit RMA~2, Schedule 4
Incentive Bonus $11,253 Exhibit RMA-2, Schedule 5
Employee Activities 5838 Exhibit RMA-2, Schedule §
Postretirement Benefits $3,684 Exhibit RMA-2, Schedule 7
Uncollectibles $9,631 Exhibit RMA-2, Schedule 8
lLegal Settlement Claims $715 Exhibit RMA-2, Schedule 9
Outside Services Performed $1,982 Exhibit RMA-2, Schedule 10
USTA Dues $49 Exhibit RMA-~2, Schedule 11
Abandoned Property $421 Exhibit RMA-2, Schedule 12
Atlantic Golf Clasesic $93 Exhibit RMA~2, Schedule 13
Furniture & Artwork $329 Exhibit RMA-2, Schedule 14
Office Equipment $307 Exhibit RMA-2, Schedule 15
Radio Systems §195 Exhibit RMA-2, Schedule 16
Underground Cable $621 Exhibit RMA-2, Schedule 17
Provisioning $3,654 Exhibit RMA-2, Schedule 18
Excess Deferred Income Taxes $8,057 Exhibit RMA-2, Schedule 19
Interest Synchronizatioen ($3,286) Exhibit RMA-2, Schedule 20
Negative Attrition on Revenue Requirement $16,915 Exhibit RMA-2, Schedule 22
Negative Attrition on OPC’s Adjustments $2,403 Exhibit RMA-2, Schedule 23
BellSouth Corporate Charges $1,759 Exhibit (MLB-1)
BellCore Research & Development $3,106 Exhibit {MLB=~2)

Total OPC Adjustments $90,249

Total Adjusted Income $481,584




Utility Plant

Accumulated Depreciation

Net Utility Plant

Non-Interest Bearing CWIP
Plant Held for Future Use
Working Capital
Capitalized Software
Excess Pension Collections

MFR Amendment Adjustment

Rate Base

Utility Operating Income

Rate of Return

SOUTHERN BELL TELEPHONE

Summary of Rate Base
Average for Test Year 1991

(In Thousands)

Docket No. 920260-TL
Exhibit RMA~-1
Schedule 3

Page ) of 2

OFC Adjusted
Per Company Adjustments Par OPC
$6,647,171 {$46) $6,647,125
$2,384,592 ($6) $2,384,586
$4,262,579 ($40) $4,262,539
$42,156 $0 $42,156
$244 $0 $244
($8,026) $2,090 {$5,936)
$0 $20,244 $20,244
$0 {$23,190) {$23,19%0)
($146,458) 50 {$146,458)
$4,150,495 ($896) $4,149,5%9
$391,335 $90,249 $481,584
5.43% 2.18% 11.61%




Rate Base Per Company

OPC Adjustments:

Software Expense Capitalized
Postretirement Benefits
Excess Deferred Income Taxes
Excess Pension Collecticns
Total OPC Adjustments

Adjusted Rate Base

SOUTHERN BELL TELEPHONE COMPANY

Summary of Rate Base
Average for Test Year 1991

{In Thousands)

Docket No. 920260-TL

Amount Scource
$4,150,495
$20,244 Exhibit RMA-2, Schedule 1
($578) Exhibit RMA-2, Schedule 7
$2,628 Exhibit RMA-2, Schedule 19
{$23,150) Exhibit RMA-2, Schedule 21
($896)
$4,149,599

Exhibit RMA-1
Schedule 3
Page 2 of 2



Docket No. 920260-TL
Exhibit RMA-2
Schedule 1
SOUTHERN BELL TELEPHONRE COMPANY

Adjustment to Software Costs

{In Thousands)

Amount
Software Expense (1) §22,494
Amortization Period (2) 5
Annual Amortization $4,499
Reguested Expense (1) $22,494
Adjustment to Software Expense ($17,995)
State Income Tax at 5.5% $950
Federal Income Tax at 34% $5,782
Adjustment to Net Operating Income $11,223
Adjustment to Rate Base $20,244

{1) Per Response to Citizen's 8th Interrogatory, Question No. 181.

{2) See Testimony.




SOUTHERN BELL TELEPRONE COMPANY

Adjustment to Promotional Advertising

{In Thousands)

Removal of Promotional Advertising (1)

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per Response to Citizen’s 8th Interrogatory, Question No. 189.

Docket No. 920260-TL

Amount

($11,834)

$651

$3,802

$7,381

Exhibit RMA-2
Schedule 2



Docket No. $20260-TL
Exhibit RMA-2
Schedule 3
SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Promotional Subscriptions

{In Thousands)

Amount
Removal of Promoticnal Subscriptions (1) ($627)
State Income Tax at 5.5% §34
Federal Income Tax at 34% i $201
Adjustment to Net Operating Income $391

Notes:

{1) Per Response to Citizen’s 8th Interrogatory, Question No. 199.




S0UTHERN BELL TELEPHONE COMPANY

Adjustment to Voluntary Enhanced Early Retirement Expenses

(In Thousands)

Removal of 1991 VEER Expenses {1}

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per Response to Staff’s 1lst Interrogatory, Question No. 8.

Docket No. 920260-TL
Exhibit RMaA-2
Schedule 4

Amount

($13,674)

$752

$4,393

$8,528




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Incentive Bonus Expense

{In Thousands}

Adjustment to Remove Incentive Bonus Expense (1)

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per Citjizen's 12th POD, Item 113.

Docket No. 920260-TL
Exhibit RMA-2
Schedule 5

Amount

($18,043)

5992

$5,797

$11,253




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Employee Activities

(In Thousands})

Adjustment te Remove Employee Activities Expense (1)
State Income Tax at 5.5%
Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per Response to sStaff’s First Data Request, Question

Docket No. 920260~-TL

Amount

($1,344)
$74

$432

$838

Exhibit RMA-2
Schedule 6



Reversal of Company Adjustment (1)

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

Adjustment to Rate Base (1)

{1) Per Amended Schedule A-1lb.

SQOUTHERN BELL TELEPHONE COMPANY

Adjustment to Postretirement Benefits

{in Thousands)

bocket No. 920260-TL
Exhibit RMA-2
sSchedule 7

Amount

{$5,906)

$325

$1,898

$3,684

{$578)




1988 Level (1)
1989 Level (1)
1990 Level (1)
1991 Level (1)

Four-Year Total

SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Uncollectible Accounts Expense

{In Thousands)

Revenues

Net
Write-Offs

Docket No. 920260-TL
Exhibit RMA-2
Schedule 8

Amount

$3,003,707
$3,030,072
$3,119,922
$3,140,365

$20,445
$22,155
526,701
$29,186

0.68%
0.73%
0.86%
0.93%

512,294,065

$98,488

0.80%

Requested Operating Revenue at Present Rates {2)

Jurisdictional Revenue Allocation Factor (3)

Total Florida Operating Revenue

Four-Year Average Net Write-Off Revenue

Revised Uncollectible Acccunts Expense

Jurisdictional Uncollectible Accounts Factor (4)

Revised Uncollectible Accounts Expense

Requested Level (2)

Adjustment to Unccllectible Accounts Expense

State Income Tax

at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1} Per Response
(2) Per Schedule
(3) Per Schedule
{4) Per Schedule

to Citizen’s 8th Interrogatory, Question ¥Ho. 182,

A-2b.

C-la, Page 1 and Schedule cC-4a, Page 2.

A-2b and Schedule C-4a, Page 2.

§2,242,216

73.94%

$3,032,427

0.80%

$24,293

$8.68%

$23,973

$39,415

($15,442)

$849

$4,962

$9,631




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Legal Settlement Claims

{In Thousands)

Docket No. 920260-TL
Exhibit RMA-2
Schedule 9%

GDP Index
Amount {(1991=100) Amount
1988 Level (1) $708 88.74% $798
1989 Level (1) 51,716 92.68% $1,852
1990 Level (1} $1,885 96.48% $1,954
1991 Level (1) _ $3,063 100.00% $3,063
Four-Year Total $T7,667
Number of Years 4
Four-Year Average 51,917
Requested Level (1) $3,063
Adjustment to Legal Settlement Claims ($1,146)
State Income Tax at 5.5% $63
Federal Income Tax at 34% $368
Adjustment to Net Operating Income $715

(1) Per Response to Citizen’s 8th Interrogatory, Question No. 208.




1988 Level (1)

1989 Level (1}

1990 Level (1)

1991 Level (1)

Four-Year Total

Rumber of Years

Four-Year Average

Requested lLevel (1)

Adjustment to Outside Services

state Income Tax at 5.5%

Federal Income Tax at 34%

2Adjustment to Nel Operating Income

(1) Per Response to Citizen’s 8th Interrogatory, Question No. 188.

Docket No. %20260-TL
Exhibit RMA-2
Schedule 10

SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Outside Services Performed

(In Thousands)

GDP Index

Amnount {1991=100) Amount
$67,803 88.74% 576,402
$60,455 92.68% $65,233
$59,833 96.48% $62,017
$72,121 100.00% $72,121
§275,774
4
$68,944
$72,121
($3,177)
$175
$1,021
$1,982




/

SOUTHERN BELL TELEPHONE COMPANY
Adjustment to USTA Dues

{(In Thousands)

USTA Percentages: (1)
Legislative Advocacy

Requlatory Advocacy
Public Relations
Meals & Entertainment

Total Unallowable Dues Percentage

" Test Year Dues (2)

Adjustment to Remove Disallowable USTA Dues
State Income Tax at 5.5%
Federal Income Tax at 34%

Adjustment to Net Cperating Income

Docket No. 920260-TL
Exhibit RMA-2
Schedule 11

Amount

-19.88%

~-7.43%

-2.90%

~1.18%

-31.39%

$250

($78)
$4

$25

$49

(1) Per NARUC Audit Report on the Expenditures of the United States Telephone Association, March 1%92.

{2) Per Response to sStaff’s 1st Set of Interrogatories, Question 11.




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Abandoned Property

{In Thousands}

Adjustment to Remove Aandoned Property Expense (1}

sState Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per Schedule A-6a, Page 2 of 3.

Docket No. 920260-TL
Exhibit RMA-2
Schedule 12

Amount

{$675)

$37

$217

$421




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Atlantic Golf Classic

(In Thousands)

Adjustment to Remove Atlantic Golf Classic Expense {1}
State Income Tax at 5.5%
Federal Income Tax at 34%

Adjustment to Net Operating Income

{1) Per Response to Staff's First Data Request, Question

11.

Docket Ko. 920260-TL

Amount

(5149
$8

$48

$93

Exhibit RMA-2
Schedule 13



January 1991 {1)
February (1)
March (1)
April (1)
June (1)

July (1)
August (1)
September (1}
October (1}
November (1)
December (1)

SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Furniture and Artwork

(In Thousands)

Total Eleven Month Furniture & Artwork Expense

Number of Months

Eleven Month Average (2}

May Furniture & Artwork Expense

Adjustment to Furniture and Artwork

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

{1) Per MRS Report, 1991, Account No. 6122.

{(2) Expense for May is Excluded.

Docket No. 920260-TL
Exhibit RMA-2
Schedule 14

Amount

$103
$107
$72
$72
§72
£211
$54
$87
$147
$72
$78

$1,076

11

98

$625

($528)

$29

$170

§329




Docket No. 920260-TL
Exhibit RMA-2
Schedule IS

SOUTKERN BELL TELEPHONE COMPANY

Adjustment to Office Equipment

{In Thousands}

Amount
January 19%1 (1} $1,075
February (1) $917
March (1) $993
April (1) $912
June (1) $857
July (1) $1,198
August (1) $1,360
September (1) $836
October (1) $1,037
November (1) $1,016
December (1) $1,121
Total Eleven Month Cffice Equipment Expense $11,322
Number of Months 11
Eleven Month Average (2) $1,02%
May Office Equipment Expense $1,522
Adjustment to Office Equipment ($453)
State Income Tax at 5.5% $27
Federal Income Tax at 34% $158
Adjustment to Net Operating Income $307

(1} Per MRS Report, 1991, Account Ho. 6£123.
(2) Expense for May is Excluded to Remove Cargotainer Expense.




Docket No. 920260~TL
Exhibit RMA-2
Schedule 16

SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Radic Systems

{In Thousands)

Amount
November (1) $44
December (1) §32
Total Two-Month Radio System Expense $76
Rumber of Months 2
Two~-Month Average $38
Annualization Factor 12
Annualized Radio System Expense $458
Actual Annual Radio System Expense $770
Adjustment to Radic Systems (2} {$312)
State Income Tax at 5.5% $17
Federal Income Tax at 34% $100
Adjustment to Net Operating Income $195

{1) Per MR5 Report, 1991, Account Neo. 6231.
{2) Expenses for January Through October are Adjusted by the 2-Month Average.




SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Underground Cable

January 19%1 (1)
February (1)
March (1)

April (1)

May (1)

June (1}

July (1}

August (1)
December (1)

Total Nine Month Underground Cable Expense

Nine Month Average {2}
* 3

September (1)

October (1)

Hovember (1)

Total Three Month Underground Cable Expense
Adjustment to Undexrground Cable

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) Per MR5 Report, 1991, Account No. 6422.

({2) Expense for September, October and November are Excluded.

{In Thousands)

Docket No. 920260-TL

Amount

$1,263
$1,271
$1,113
$1,107
$1,199
$1,123
$1,256
$1,334
$1,270

$10,935

$1,215
$3,645

$1,524
$1,707
51,411

$4,641

{$396)

$55

$320

$621

Exhibit RMA-2
Schedule 17



January 1991 (1)
February (1)
March (1}

April (1)

May (1)

June {1)

July (1)

August (1)
October (1)
November {1)

Total Ten Month Perisioning Expense
Number of Months

Ten Month Average {(2)

September Provisioning Expense
December Provisioning Expense
Adjustment to Provisioning

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

{1) Per MRS Report, 1991, Account No.

SOUTHERN BELI. TELEPHONE COMPANY

Adjustment to Provisioning

{In Thousands)

6512.

{2) Expense for September and December are Excluded.

Docket No. 920260-TL
Exhibit RMA-2
Schedule 18

Amount

($511)
$76
($80)
$83
($98)
($137)
($189)
($56)
si8
5662

(5230}

10

($23)

$4,558

$1,255

($5,853)

$322

$1,882

$3,654




Docket No. $20260-TL

Exhibit RMA-2

Schedule 19

SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Excess Deferred Income Tax

({In Thousands)

Amount
Unprotected Excess Deferred Income Tax (1} $15,766
Bmortization Period (2) {3)
Annual Amortization ($5,255)
Requested Amortization and SFAS 109 Add Back (3) $2,802
Adjustment to Excess DFIT (58,057)
Adjustment to Rate Base 52,628

(1) Per Schedule C-23f and G-6cC.
(2) See Testimony.
{3) Reid Schedule 4.




Docket No. 920260-TL
Exhibit RMA-2
Schedule 20

SOUTHERN BELIL TELEPHONE COMPANY

Adjustment to Interest Synchronization Deduction

Revised Rate Base (1)

Revised Weighted Cost of Debt (2)

Revised Interest Deduction

Requested Interest Deduction (3)

Adjustment to Interest Deduction

State Income Tax at 5.5%

Federal Income Tax at 34%

Adjustment to Net Operating Income

(1) See Exhibit RMA-1, Schedule 3, Page 1.
{2) See Rothschild's Schedule 1, Page 1.
(3) Per Schedule C-23c.

{In Thousands)

Amount

$4,149,599

2.52%

$104,570

$113,303

($8,733)

$480

B $2,806

($3,286)
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Exhibit RMA-2
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SOUTEERN BELL TELEPHORE COMPANY

Adjustment to Excess Pension Collections

(In Thousands})

Amount

Adjustment to Remove Excess Pension Collections (1} {$23,190)

{1) Per Response to Citizens’ 8th Interrogatories, Item No. 173.



Docket No. 920260-TL
Exhibit RMA-2
Schedule 22
Page 1 of 4
SOUTHERN BELL TELEPHONE COMPANY

Adjustment to Negative Attrition on Revenue Requirement

(In Thousands)

Bmount
Revised Net Operating Income (1} ($8.93)
Company Investment (2) ($2.66)
Total ($11.59)
Revised Access Line - 1993 (3) - 5,025
Impact on Earnings (558,229)
Impact on Earnings Per McClellan (4) ($41,314)
Adjustment to Net Operating Income $16,915

See Exhibit RMA~2, Schedule 12, Page 4.




Adjustment to Negative Attrition on Revenue Requirement

Calculation of Growth and Inflation Factors

COMPANY GROWTH FACTOR:

Operating Expenses & Taxes - 1991 (3)
Operating Expenses & Taxes - 1993 (3)

Two-Year Growth

One-Year Growth

HISTORICAL INFLATION:

GDP - 1989 (5)
GDP - 1991 (5)

Two-Year Change

One-Year Change

PROJECTED INFLATION:

GDP Price Deflator - 1992 {6}
GDP Price Deflator - 19%3 (6}

Two~Yeay Average

REVISED GROWTH FACTOR:
Company Growth Factor
Histeorical Inflation

Projected Inflation

Revised Growth Factor

See Exhibit RMA-2, Schedule 19, Page 4.

SOUTHERN BELL TELEPHONE COMPANY

(In Thousands)

Docket No. 920260-TL

Amount

$1,169
$1,223

1.0463
1.0229

108.40
117,090

1.0793
1.0389

1.0270
1.0280

1.0275

1.0229
{1.0389)
1.0275

1.0115

Exhibit RMA-2
Schedule 22
Page 2 of 4
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SOUTHERN BELL TELEPHONE COMPANY
Adjustment to Negative Attrition on Revenue Requirement

{In Thousands)

Calculation of Increment Per Access Line

Amount
Operating Expenses & Taxes - 1991 (3) $1,169
Revised Growth PFactor (7) 1.0115
Growth-Adjusted Expenses - 1992 $1,182
Revised Growth Factor (7) 1.0115
Growth-Adjusted Expenses - 1993 $1,196
Revised Access Lines - 199%3 5,025
Revised Expense/Access Line - 1993 $238
Company Expense/Access Line - 1991 (8) §251
Increment /Access Line {$12.63)

See Exhibit RMA-2, Schedule 19, Page 4.




SOUTHERN BELL TELEFPHONE COMPANY

Adjustment to Negative Attrition on Revenue Requirement

(In Thousands)

Calculation of Net Operating Income Per Access Line

Docket No. %920260-TL
Exhibit RMA-2
Schedule 22

Page 4 of 4

Ameount

Revised Operating Revenues (3)

Revised Operating Expenses & Taxes (9)

Revised Depreciation Expenses (3}

{54.72)

($12.63)

$2.57

Revised Pre-Tax Amount

Income Taxes (10)

Tax Effect of Interest (3)

($14.78)

($5.56)

($0.29)

Revised Net Operating Income Per Access Line

{$8.93)

Notes:

{1} Exhibit RMA-2, Schedule 1%, Page 4.

{2} Per McClellan Testimony, Schedule 8.

(3) Per McClellan Testimony, Schedule 3, Page 1.

(4) Per McClellan Testimony, Schedule 1.

(5) Economic Report of the President, 1992.

(6) Blue Chip Economic Indicators, October 10, 1992.
{(7) Exhibit RMA-2, Schedule 19, Page 2.

(8} Per McClellan Testimony, Schedule 7.

(9) Exhibit RMA-2, Schedule 19, Page 3.

(10) Per McClellan Testimony, Schedule 8.

Multiply Pre-Tax Amcunt by 37.63% Tax Rate.



SOUTHERN BELL TELEPHONE COMPANY

Adjustment te Negative Attrition on OPC’s Adjustments

{In Thousands)

Net Operating Income (1}

Attrition (2)

Non-Attrition Net Operating Income
Revised Growth Factor (3)
Growth-Adjusted Expenses - 1992
Revised Growth Factor (3)
Growth-Adjusted Expenses - 1993
Company Access Lines -~ 1993 (4)
Revised Expense/Access Line - 1993
Revised Expense/Access Line - 1991
Increment/Access Line

Inccome Tax (5)

Net Operating Income Per Access Line
Company Access Lines - 1993 (4)

Rdjustment to Net Operating Income

(1) Exhibit RMA-1, Schedule 1, Page 1.

(2) Exhibit RMA-2, Schedule 19, Page 1.

(3) Exhibit RMA-2, Schedule 19, Page 2.

(4) Per McClellan Testimony, Schedule 3, Page 1.

Docket No. 920260-TL

Amount

590,249

$19,318

$70,931

1.0115

$71,746

1.0115

§72,569

5,025

$14.44

$15.21

($0.77)

($0.29)

($0.48)

5,025

$2,403

Exhibit RMA-2
Schedule 23



EXHIBIT RMA-3

Source
Citizens’ 8th Interrogatory, Question No.
- Citizen’s 8th Interrogatory, Question No.

Staff’s 1st Interrogatory, Question No. 5

Citizens’ 12th Production of Documents, No. 113

Staff’s 1st Interrogatory, Question No. 4

Staff’s 1st Interrogatory, Question No. 11
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Citizen’s 8th Interrogatory, Question No.
Staff’s 1st Interrogatory, Question No. 8

Citizens’ 8th Interrogatory, Question No.

Citizens’ 8th Interrogatory, Question No.

181

122

174
179
217
182
138
139
144
150
153
131
171
173
189

199

208

188

Reference!

Page 7 and Schedule 1
Page 14

Page 14

Page 15 and Schedule 3
Page 15

Page 16 and Schs. 6, 11 & 23
Page 21

Page 24

Page 27

Page 27 and Schedule 8
Page 33

Page 33

Page 34

Page 34

Page 34

Page 39

Page 39

Page 39 and Schedule 21
Schedule 2

Schedule 3

Schedule 4

Schedule 9

Schedule 10

‘References are to testimony and Exhibit RMA-2 schedules.
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1982

Item No. 181

Page 1 of 1

REQUEST:

Please provide a list of each separate software addition
reflected in cost of service, including a description, the amount
expensed and/or capitalized, and the anticipated useful life.

RESPONSE:

As shown in Attachments I and II, the software expensed and
software capitalized for Central Offices in 1991 were $22,493,520
and 1,104,848, respectively. These amounts have previocusly been
provided in Staff's lst Set of Interrogatories, May 27, 1992,
Items 15 and 17. To provide a list of each general scftware
addition including a description, the amount expensed and/or
capitalized, and the anticipated useful life would necessitate
the review of all purchase reguisitions for 1951, requiring a
large amount of perscnnel, time, and expense. Even such a
demanding review would not provide the anticipated useful lives
since it is not possible to predict when nor how often software
upgrades or new versions will occur. Southern Bell thus objects
to this portion of the interrogatory as unduly burdenscme and
oppressive.

Ntz

Genefél_AEﬁbrney

INFORMATION PROVIDED BY:
L. M. Kinsey
Staff Manager
15331 Bay Street
Jacksonville, Flerida

RMA - |
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Southern Bell Telephone & Telegraph Co.
FPSC Docket No. 920260-TL

citizen’s 8sth Interrogatories

June 16, 1992

Item No. 181

Attachment I

DXPERSE SUKKARY FOR FLERDA DI&L SKIICH AKD/OTHER CTRCUIT. MO, RADID-.

RIGHT 10 USE IKITIAL AND REDCOURRING FEES (RTUI'} RTWR) . : -
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3,521,384
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Scuthern Bell Telephone & Tel
FPSC Docket No. 920260-TL
Citizen’s sth Interrcgatories
June 16, 1992

Item No., 181

Attachment IT

egraph Co.
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REQUEST:

RESPONSE:

page |4

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens’ 8th Interrogatories
June 16, 1992

Item No. 122

Page 1 of 1

Does the Company agree that management has an cbligation to
maintain and improve productivity regardless of any
financial reward provided to shareholders and employees? 1If
not, explain why.

The company endorses the obligation cf 'prudent business
management’ as part of the regulatory socieal contract which
seeks to balance the rights and needs of ratepayers, the
company and its shareholders.

Improving productivity is a prudent business practice for a
regulated utility in that greater efficiency lowers the
costs of services provided to customers. Lower prices of
services benefits the utility as a business as it merits a
portion of household and business expenditures in
competition against all other goods and services in the
company .

INFORMATION PROVIDED BY: Victor wakeling

Reg Policy and Planning
675 West Peachtree St.
Atlanta, GA 30375

 AmA-H




REQUEST:

RESPONSE:

1%7& 14

Scuthern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
FPSC Staff’s First Interrogatories

May 27, 1992
Item No. 5
Page 1 of 1

Vhat criteria must managers/executives meet in order to receive
the incentive compensation?

EXECUTIVES: The Short Term aAvard is based upon the previous
year’s financial and service results measured against
established objectives and upen individuzl achievement of
strategic goals and objectives. The weighting and potential
payout range for each component are shown on the "Short Term
Incentive Plan Matrices" sheet (1991 sheet attached). Each
Executive’s award is based upon different weightings of various
criteria as shown on the table of "Executive Short Term
Heasurement Weightings" (1991 sheet attached). Also attached is
the 1991 "Xey Service and Revenue Indicators" sheet. These are
the measurements used to determine the service component of the

award.

MANAGERS: The criteria other managers must meet in order to
receive the incentive compensation:

To be eligible for a MTIA payment a manager must be in a
participating pay grade as of December 31 of the
performance year; have performed in a participating
position for at least 3 months of the performance year;
carry a performance rating of Contributor or better.

Al)l managers are eligible for consideration for a IIA

payment. A manager must, however, be active on the

payroll as of December 31 of the performance year and have a
minimum of 6 months active service in a participating pay grade
during that year. Payments may be made to employees whose
performance for the year merits recognition beyond normal base
salary treatment.

— INFORHATION PROVIDED BY: Pat Saszi (Executives)

13308 Campanile
1155 Peachtree Street
Atlanca, G4

Reatha Leith (Managers)
South E7Al

3535 Colennade Parkway
Birmingham, AL



ITEXM NOD. &

ATTACHMENT
- SHORT TERM
INCENTIVE PLAN MATRICES
<)
’ FINANCIAL (50% Weighting) SERVICE (25% Weighting)

9 NI TO % STANDARD % KSR1 % STANDARD
COMMITMENT AWARD EARNED* _MET AWARD EARNED
110% & OVER 150% 96% & OVER 100%__
108% 140% 93% 70%

- 106% 130% 90% 109% "
104% 120% LESS THAN 90% 0%
102% 110%

_ 100% 100%
88? 90?

6% 80% TRA .

94% 0% 0-200% fzfr lTEGIC i b

- 9007 50% ax_l.’ardeﬁl %asehs S %rr?cg;r}grmaice
LESS THAN 90% 0% Lpainst individuaF or strategic objectives.

* IF CORPORATE PERFORMANCE IS LESS THAN THE INDUSTRY AVERAGE, EACH
= INDIVIDUAL'S PERFORMANCE WILL BE LOWERED BASED ON THE DEGREE TO WHICH
OUR PERFORMANCE I§ LESS THAN THE INDUSTRY AVERAGE.

MAXIMUM PAYOUT = 150% OF STANDARD SHORT TERM AWARD

** [F PERFORMANCE IS 93% OR LESS, THE FINANCIAL AWARD 1S CAPPED AT 100%.

BTO SR VP
BTO V-CH GP PRES (REG-& EA) DIV
BSC CO-CH &GP YP  YR-NET QPS PRES
FINANCIAL -BSC 50% 15% 15% 10% 10% 10% 10%
(NET -BTO 35% 25% 25% 15% 15% 25%
INCOME) -STATE 25%
- -AVERAGE ST* 10% 15% 25%
-BBS 15%
SERVICE BTO KSRI-E 5% 5% 5% 5% 5% 5% 5%
— {KSRIs) KSRI-1 5% 5% 5% 5% 5% 5% 5%
ST KSRI-E 10%
KSRI-I 5%
AVG ST* KSRI-E 10% 10% 10% 10% 10% 10%
- KSRI-I 5% 5% 5% 5% 5% 5%
STRATEGIC LINKAGES 25% 25% 25% 25% 23% 25% 5%

- 7 * “AVG ST is the average of the awards of the states for which the executive has responsibility.
5-1-91 ECIP-5

AMA- ¢,



KEY SERVICE & REVENUE
INDICATORS (KSRIs)

] Report Annual
Indicators Period Benchmark Opportunities
FINANCIAL
Flagship Products and Services Revenue quarterly 100% forecast 4
Total Business Billed/Booked Revenue guarterly 98% forecast 4
Billing Qualiry monthly B0% obj. met 12
INTERNAL
Special Services Overall Provisioning monthly 65.0% on time 12
=Inural ATA ‘
Special Services Average Duration monthly i2
-Complex 8.0 hrs.
-Simple S : - 9.0 hr.
Total Customer Trouble Report Rate monthly 5.3 rphl 12
Network Switching Performance monthly 90.0% 12
Operator Services Answer Performance monthly 8.0 sec. 12
Toll and Assistance Answers
Intzrexchange Carzizr Service (NEW) monthly B0O% 12
Business Office Access™ (NEW) ' 80%/30sec/80% 6
EXTERNAL
Residence Cverall Satisfaction monthly 90% sat. 36
Residence Service Center 94% sar.
Residence Installation 91% sart.
Residence Repair B3% sat.
Small Businéss Overall Satisfaction monthly 0% sat. 12
Medium Business Overall Satisfaction monthly 90% sat. 12
Large Business Overall Satsfaction monthly 90% sat. 12
Major Business Overall Satisfaction three times 90% sat. 12
annually
* Provisiona! first six months
ECIP-$§ 5-1-91
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Pay Grades £-8 APPENDIX A

INDIVIDUAL
INCENTIVE AWARD PLAN

GENERAL

1.01 The Individual Incentive Award (IIA) Plan is designed

toc be an integral part of the Management Salary
Administration Plan. It is intended to provide a special
means of recognizing and rewarding <certain employees whose
performance clearly exceeds set standards.

1.02 The IIA Plan provides for the payment of special lump

sum merit awards effective on the Common Anniversary
Date (CAD} to eligible employees whose annual commitment
reviews indicate meritorious performance during the previous
performance year.

ELIGIBILITY

2.01 Pay Grade 6 through 8 employees and comparable
unspecified pay grades are eligible for consideraticn
in the IIA Plan and are potential award recipients.

2.011 Management employees in "acting"” titles are

eligible for IIA consideration in theirc
"permanent" pay grade. If the permanent pay grade
does not participate in the 1IIA plan, then the
employee would not be eligible for IIA consideration.

2.012 Employees who are on an approved departmental

or formal leave of absence or benefits bu:
worked a minimum of six months during the performance
year, may be considered for an IIA. If a recommended
IIA 1is approved, the IIA will be paid on the normal
payment date regardless of whether the employee has
returned to work on the effective date of the award
er not.

2.013 Employees who participate in the Sloan

program or any other full time management
development program of 9 months duration or longer
will not be elilgible for IIA consideration during
the vyear of participation. The department should
contact Personnel for instructions on handling
employees in these situations.

2.02 _ Eligibility is not limited to employees whose base
_Salaries have reached 100% of the Position Rate.

® Revision 1-1-91
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APPENDIX A Fay CGrsZes f-3
INDIVIDUAL
INCENTIVE AWARD PLAN

2.03 Employees must be "active™ on a BellScuth payrsll in

a participating pay grade as of the last day of the
performance year to be recommended for an I1IA. (However, if
an employee is promoted to the Executive Compensation Sroup
after September 1 ocf the performance year, they may be
recommended for an IIA. Other exceptions are listed in
Paragraph 2.012 & 2.013.)

2.04 An employee must have been in a participating pay

grade for 6 full months to be recommended for an IIA.
If however, July 1 falls on a Saturday or a Sunday and the
employee begins work in a participating pay grade on Monday,
the employee may be eligible for an IIA. The Rule of 16 is
not applied to determine basic eligibility. Once basic
eligibility is established the Rule of 16 is used ¢to
determine the full months worked.

2.05 Regular part-time employees are eligible for IIA

consideration providing they meet all other
eligibility requirements. Award amounts for such emplecyees
should reflect their contribution in relation to that c¢f
their peers.

3.0 CANDIDATES

3.01 Eligible employees who are rated "MC" or "NR" and
whose individual contribution toward company goals
and objectives for the preceding performance year has been
evaluated as exceptional and clearly deserving of extra
recognition are likely candidates for IIA payments.

NOTE: Employees who are promoted or accept lateral
transfers during the performance year should be considered
for an IIA based on total contribution during the vyear.
Consideration should reccgnize performance in both old and
new assignments. (Promotional increases should not be
considered as a replacement for an IIA.) The old and new
supervisors have a responsibility to ensure employees are
treated equitably and appropriately under the IIA program.

3.02 Guidelines will be provided each year to Tier I
managers indicating the minimum and maximum award
levels and the total dollars available for IIAs for each pay
grade. These guidelines will also include instructions for
coordinating the nomination of employees for awards.

p—

¥ Addition 1-1-91
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Pay Grades 5-8 APPENDIX A

INDIVIDUAL
INCENTIVE AWARD PLAN

3.03 At the beginning o¢f each performance period,

organizations or groups should define <criteria that
are important for the accomplishment of the group’s goals
and objectives. Based on this general criteria, supervisors
and subordinates should then agree on individual criteria ov
accomplishments that will be looked at to determine IIA
eligibility and which will serve as the basis to determine
whether or not to recommend an IIA for the subordinate.
Subsegquently, supervisors should maintain documentation to
support the rationale for the eventual recommendation or
non-recommendation of an IIA.

3.04 Criteria for IIA receipt will vary depending upon the

responsibilities and functions of work groups or
individual jobs. Criteria may also be based upon pay grade.
For example, Key Manager positions should have objectives
expressly linked to the strategic objectives of the company.
All IIA related objectives should be "stretch"™ in nature and
consideration should be given to their direct and indirect
impact on the accomplishment of company financial and
service results. In addition, supervisors should explain
general criteria that may be used in making IIA decisions
such as (1) teamwork, (2) employee development, and (3) ways
the employee exemplifies the corporate values. Managers
should alsc be told if sources of information, such as
client, peer, or subordinate feedback, will be wused in
determining their performance.

3.05 Employees must understand that satisfying criteria

and completing specific things does not ensure
receipt of an IIA. The final decision will be made based
upon these things plus the contribution made by the
individual relative to his/her peers.

AWARD PAYMENT

Individual Incentive Awards are effective on the CAD and are
paid annually during the CAD month to recognize performance

during the preceding performance yeat.

5.0 SEPARATIONS
5.01 After an IIA has been approved (final approval), the
payment shall be made if the employee retires.
5.02 In the event of the death of an employee after the
—Final approval but before the actual payment of the
award, payment shall be made to the employee’s estate.
# Addition 1-1-91
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APPENDIX A Pay Grades 5-3
INDIVIDUAL
INCENTIVE AWARD PLAN

5.03 Generally, employees who resign after an IIA has been

approved are not eligible for an IIA payment.
However, an exception may be made if a department’s
recommendation to do so is approved by its Vice President
and concurred in by the appropriate Personnel Department
Vice President.

5.04 Employees who are dismissed after an IIA has been
approved are not eligible for an IIA payment.

5.05 Award payments tc eligible employees who separate
from the Company shall be made at the same time
awards are paid to active employees.

6.0 BENEFITS

Most benefit programs that are pay-related are based cn an

employee’s record only rate (ROR}). The ROR includes th=
employee’s annual base salary rate plus the lump sum payments(s)
in effect at the time, e.g., IIA, MTIA. The inclusion of the IIA
payment in the ROR begins on the effective date of the award,
March 1, and ends on the last date of February of the following
year. The ROR is reestablished any time there is a change in an
employee’s annual base rate or lump sum payment.

The inclusion of an IIA in benefits is based on the status of the
employee at the time the payment is made, e.g., retired, on
benefits, on leave of absence, etc. Generally, however, the
following treatment would apply:

(a) Pensions
Compensation actually received up to the time of retirement
will be included in the pension computation. 1If an employee
receives an IIA after hiss/her retirement, the -employee’s
pension will be recomputed using the actual amount of the
award retroactive to the retirement date.

(b) Death Benefits
Death benefits are based on the ROR in effect at the time of

death.

(c) Group Life Insurance
Tnsurance amount 15 based on the ROR in effect at the time
of death.

1-1-91
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INDIVIDUAL
INCENTIVE AWARD PLAN

(d} Savings Plan
Percentage allotment in effect at the time the award is paid
will be applied to the IIA amount. {Not applicable if IIA

is paid after employee has retired, transferred, etc.).

{e) Major Medical Deductible
Maximumn amount of deductible is based on annual base salac:y
rate cnly.

(£) Sickness Disability
Payment 1s based on the annual base salary rate only.

(g) LTD
Maximum payment is 30% of the annual base salary rate in
effect at time of commencement.

{h) Accidental Death Benefit
Amount of payment is calculated as three times sickness
death benefit with excess paid wunder special accidental
death policy.

7.0 TAXES, PERSONAL ALLOTMENTS

IIA payments are subject to state and local taxes, federal

income tax and Social Security tax at the time of payment.
Management Sawvings Plan deductions are made, however ot%ther
personal allotments such as Savings Bonds, United way and
Political Action Committee <contributions and savings account
deductions such as Credit Union deductions are not made.

8.0 MINIMUM PAYMENT OBLIGATION

For each performance vyear, beginning with 1990, -each

participating company shall establish and communicate in
writing to the BellSouth Human Resources Assistant Vice President-
Executive Personnel Matters, by the close of that year, a minimum
total amount that in all events will be paid with respect to that
performance year, for all participating pay grades, wunder the
combined 1Individual 1Incentive Award Plans (Appendix A of the
Salary Administration Plans for pay grades 2 through 5 and 6
through 8). The company thereafter shall be obligated to pay this
minimum amount with respect to such performance year and in its
discretion shall increase otherwise approved IlAs, approve
additional IIAs, or take such other action as is necessary to
pay at least “such amount. The obligation to pay this minimum
amount among employees shall remain in the company’s discretion,
however, and this obligation shall not give an individual employee
the right toﬁf specific award.

8 Addition
® Revision 1-1-91
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Fay Sraces .-32 APPENDIX A
INDIVIDUAL
INCENTIVE AWARD PLAN
1.0 GENERAL
1.01 The Individual Incentive Award (IIA) Plan is designed
to be an integral part of the Management Salary
Administration Plan for employees in Pay Grades 2 through 53
and comparable wunspecified pay grades. ({This IIA Plan is
not applicable for employees in Pay Grade A-H.) It is
intended to provide a special means of recognizing and re-
warding certain employees whose performance clearly exceseds
set standards,
1.02 The IIA Plan provides for the payment of special
lump sum merit awards effective on the Ccmmen
Anniversary Date (CAD) to eligible employees whose annual
commitment reviews indicate meritorious performance during
the previcus performance year.
2,0. ELIGIBILITY
2.01 All ©Pay Grade 2 through 5 employees and comparable
unspecified pay grades are eligible for consideraticn
in the IIA Plan and are potential award recipients. (See
Paragraph 3.01 below)
2.011 Management employees in "acting" titles are
eligible for IIA consideration in their
"permanent" pay grade. If the permanent pay grade
does not participate in the IIA plan, then the
employee would not be eligible for IIA consideraticn.
2.012 Non-management employees in "acting”
management titles are not eligible for IIA
consideration.
2.013 Employees who are on an approved departmental
or formal leave of absence or benefits but
worked a minimum of six months during the performance
year, may be considered for an IIA. If a recommended
IIA is approved, the IIA will be paid on the normal
payment date regardless of whether the employee has
returned to work on the effective date of the award
or not.
2.014 Temporary and occasional employees are not
eligible for II!A consideration.
- Pl
-1~
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APPENDIX A ey Srades -3
INDIVIDUAL i
INCENTIVE AWARD PLAN

2.02 Eligibility is neot limited to employees whose <tass
salaries have reached 100% of the Position Rate.

2.93 Imployees must be "active" on a 3ellScuth payrclil :-
a participating pay grade as cf the last day 2f <=2

rerformance year to be recommended for an IIA. (Excepri

in Paragraph 2.013.)

2.04 An employee must have been in a participating pay

grade for 6 full mcnths to be recommended for an IIA.
i1f, however, July 1 falls on a Saturday or a Sunday and ths
employee begins work in a participating pay grade on Monday
the employee may be eligible for an IIA. The Rule cof 12 i
not applied to determine basic eligibility. Once Das:
eligibility 1is established the Rule of 16 is used ¢
determine the full months worked.

d
2
a

(D 2 It

2.05 Regular part-time employees are eligible for :Ia

consideratiocn providing they meet all other
eligibility reguirements. Award amounts for such emplcyess
should reflect their «contribution in relation to that of

their peers.

3.0 CANDIDATES

3.01 Eligible employees who are rated "MC" or "NR" and
whose individual contribution toward company geals
and objectives for the preceding performance year has been
evaluated by their departmental managers as exceptional and
clearly deserving of extra recognition are likely candidates
for IIA payments.

NOTE: Employees who are promoted or accept lateral
transfers during the performance year may be considered for
an IIA based on total contributien during the year.
Consideration should recognize performance in both the ol4
and new assignments. (Promotional increases should not be
considered as a replacement for an IIA.) The old and new
supervisors have a responsibility toO ensure employees are
treated equitably and appropriately under the IIA program.

3.02 Guidelines will be provided each year to Tier T
~ managers indicating the minimum and maximum award
levels and the total dollars available for 1IAs for each pay
grade.  These guidelines will also include instructions Ior
coordinating the nomination of employees for awards.

# Addition 1-1-21
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Pay Grades (-3 APPENDIX A

INDIVIDUAL
INCENTIVE AWARD PLAN

3.03 At the beginning of each performance perizd,

organizations or groups should define criteria that
are important for the accomplishment of the group’s goals
and objectives. Based on this general criteria, supervisors
and subordinates should then agree on individual criteria =r
accomplishments that will be looked at to determine IIA
eligibility and which will setrve as the basis to determine
whether or not to recommend an IIA for the subeordinaze.
Subseguently, superviscors should maintain documentation t»o
support the rationale for the eventual recommendation =r
non-recommendation of an IIA. '

3.04 Criteria for IIA receipt will vary depending upcon the

responsibilities and functions of work groups or
individual jobs. Criteria may also be based upon pay grade.
For example, Key Manager positions should have objectives
expressly linked to the strategic objectives of the
company. All IIA related objectives should be "stretch” in
nature and consideration should be given to their direct and
indirect impact on the accomplishment of company financial
and service results. In addition, supervisors should
explain general criteria that may be used in making IIA
decisions such as (1) teamwork, (2) employee development,
and (3) ways the employee exemplifies the corporate values.
Managers should also be told if sources of information, such
as client, peer, or subordinate feedback, will be used in
determining their performance.

3.05 Employees must understand that satisfying criteria

and completing specific things does not ensure
receipt of an IIA. The £final decision will be made based
upon these things plus the contribution made by the
individual relative to his/her peers.

AWARD PAYMENT

Individual Incentive Awards are effective on the CAD and
are paid annually during the CAD month to recognize

performance during the preceding performance year.

5.0 SEPARATIONS

5.01 After an IIA has been approved (final approval)}, the

payment shall be made if the employee retires.
5.02 In the event of the death of an employee after the
" final approval but before the actual payment of the

award,” payment shall be made to the employee’s estate.

Jo=3-
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INDIVIDUAL :
INCENTIVE AWARD PLAN

5.03 Generally, employees
been approved are not

who resign after an 1IA rhas

e
wever, an excepticn may b

£

B

te

ligible for an 1IIA rpaymen<.
e made if a depar:tzen:
reved by its Vice Presiden
priate Perscnnel Departmen

recommendation to do so is ap
and concured in by the appr
representative.

5.04 tmployees who are dismissed after an IIA has besn
approved are not eligible for an IIA payment.

5.05 Award payments to eligible employees who separate
from the Company shall be made at the same time
awards are paid to active employees.

6.0 BENEFITS

Mcst benefit programs that are pay-related are based on zn

employee’s "Record Only Rate" (ROR). The BROR includes the
employee's annual base salary rate plus the lump sum payment{s) in
effect at the time, e.g., IIA, MTIA. The inclusion of the IIA
payment in the ROR begins on the effective date of the award,
March 1, and ends on the last date of February of the following
year, The ROR is reestablished any time there is a change in an
employee’s annual base rate or lump sum payment.

The inclusion of an IIA in benefits is based on the status of the
employee at the time the payment is made, e.g., retired, =
benefits, on leave of atsence, etc. Generally, however, th
following treatment would apply:

[} |

(a} Pensions
Compensation actually received up to the time of retirement
will =2 included in the -ension computation. If an employee
receives an IIA after his/her retirement, the employee’'s
pension will be recomputed using the actual amount of the
award retroactive to the retirement date. !

(b) Death Benefits
Death benefits are based on the ROR in effect at the time

of death.

(c) Group Life Insurance -
Insurance amount i5 based on the ROR in effect at the time
of death.

RmA-11 FO1A12700023




INDIVIDUAL
INCENTIVE AWARD PLAN

(d) Savings Plan
Percentage allotment in effect at the time the award is fa:d
will be applied to the IIA amount. (This is not appli-ac!s
if IIA is paid after employee has retired, transferres,
erc!.

‘e Ma-cz Medical Deductible
Max:mum  amount of deductibls is based on annual base sala:cy,
rate znly. '

(£) Sickness Disability

Payment 1s based on the annual base salary rate only.

(g) LTD
Maximum payment is 50% of the annual base salary rate :in
effect at the time of commencement.

(h) Accidental Death Benefit
Amount of payment is calculated as three times sickness
death benefit with excess paid under special accidenrtal
death policy.

7.0 TAXES, PERSONAL ALLOTMENTS

IIA payments are subject to state and local taxes, federal
income tax and Social Security tax at the time of paymentc.
Management Savings Plan deductions are made, however other
personal allotments such as Savings Bonds, United Way and

"Political Action Committee <contributions and savings accoun:

deductions such as Credit Union deductions are not made.

8.0 MINIMUM PAYMENT OBLIGATION

For each performance vyear, beginning with 1990, each

participating company shall establish and communicate in
writing to the BellSouth Human Resources Assistant Vice President-
Executive Personnel Matters, by the close of that year, a minimum
total amount that in all events will be paid with respect to that
performance vyear, for all participating pay grades, under the
combined 1Individual Incentive Award Plans (Appendix A of the
Salary Administration Plans for pay grades 2 through 5 and §
through 8). The company thereafter shall be obligated to pay this
minimum amount with respect to such performance year and 1in its
discretion shall increase otherwise approved IIAs, approve
additional 1IIAs, or take such other action as is necessary to
pay at least such amount. The obligation to pay this minimum
amount among employees shall remain in the company'’s discretion,
however, and this obligation shall not give an individual employes
the right t% a specific award.

4 Addition
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Pay Grades 6-8
APPENDIX B

MANAGEMENT TEAM
INCENTIVE AWARD PLAN

1.0 GENERAL

The Management Team Incentive Award {(MTIA) Plan is intended

to encourage and reward team performance of eligible
management employees by providing incentive compensation based cn
state and BellSouth Telecommunications (BST) service and financial
performance. The Plan does not replace existing merit award plans
for individual performance, rather it enhances existing management
compensation programs by specifically recognizing the importance
of corporate performance.

2.0 PARTICIPANTS

2.01 All regular full-time and part time management

employees who meet the eligibility regquirements
outlined in Paragraph 3.0 below are covered by the MTIA Plan
{exclusions are defined in Paragraph 2.02).

2,011 Employees in Pay Grade A-H will receive an .
MTIA payment based on their targeted job (pay
grade). :

2.012 Employees in "Acting” management titles as of

December 31 will receive an MTIA payment
prorated based on the number of months spent in the
"permanent" and "acting" pay grades.

2.013 Non-Management employees in "acting”

management titles are also candidates for
actual MTIA if they meet the eligibility requirements
included in Paragraph 3.0 of this Appendix.

I1f applicable, based on payment date, the MTIA
payment may be made after the employee has returned
to the non-management position. This payment was
earned during a time frame when the employee was no't
a member of the bargaining unit and, therefore, is
not in conflict with the non-management Working
Agreement.

2.014 The award for regular part-time employees
should be prorated based on the number of
hours in the basic weekly schedule.

2.02 The following employees should be excluded from
participation in the MTIA Plan:

- Employees who participate in the Executive Short
Term Incentive Plan

- Temporary and occasional management employees

-1
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3.0 ELIGIBILITY

3.01 Actual MTIA Payment

An actual MTIa award 1is b:z-ed on achievement =of

predetermined state and BellSouth Telecommunications -
{BST) perfcrmance objectives for the year. An actual MTIAa
award 1is effective on February 15 and will be paid by
rebruary 28 following each award year and generates a change
in the recipient’s Record Only Rate ({(ROR). (See Paragraph
5.0 of this Appendix for definition of Record Only Rate.)
To be eligible for an actual MTIA, an employee must meet the
following reguirements:

(a) Member of a participating pay grade as c¢f December 31
of the Award Year. (See Paragraph 7.01 for excepticn
covering retirements.) Also, an employee who is

promoted to the Executive Compensation Group after
October 1 of Award Year, is eligible for an actual
MTIA payment for the performance year.

(b) Performed in a participating management pay grade
or a non-management wage scale eligible for NTIA for
three £full months during the award year. 1£,
however, October 1 falls on a Saturday or a Sunday
and the employee begins work on Monday, the employee
may be eligible for an MTIA. The Rule of 16 is not
applied to determine basic eligibility. Once basic
eligibility is established the Rule of 16 is used to
determine the full months worked.

- Has a Performance Rating of "MC", eor "C" or "NR".

3,02 Payment In Lieu Of An Actual MTIA

Employees who meet eligibility reguirements (b) and

(c) above, but who are not in a participating pay
grade as of December 31 of the Award Year are eligible to
receive a "payment in lieu of an actual MTIA"™ except as
provided in Paragraph 3.023 and 3.024. These payments in
liew of MTIA will be considered as special payments. As
such, they will not change the "existing"™ ROR and will not
affect mnor be matched by any benefits except pension.
Procedures for effecting the "payment in 1lieu of an actual
MTIA" are provided by each company.

—3.021 Payments in lieu of an actual MTIA should be
made if an employee transfers from a
BellSouth company which has an MTIA plan to a
BellSouth company which does not have an MTIA plan.
{Ssee Paragraph 4.05 regarding employees who transfer
between BellScuth companies that have MTIA plans.)

* Revision 1-1-92
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fay Grades -3 APFPENDIX B
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

3.022 For employees going on leave of absence,

departmental leave, leaves "in general", or
benefits, an in lieu of payment normally will not be
made. The employee will be eligible for an actual
MTIA award on the payment date. (If the absence was
longer than six weeks the actual award will be
prorated.) However, if it is known at the beginning
of the leave or benefit period that the employee will
not return, it may be appropriate to make an in lieu
of payment. This decisicn should be made based on
the individual circumstances.

3.023 Employees who move from a participating pay

grade to a non-management wage scale which
is eligible for NTIA will not receive an "in lieu of
payment" if they subseguently become eligible to
receive an actual NTIA for the same award year.
These employees will receive an actual NTIA prorated
based on the MTIA amount for the months they were
management and the NTIA amount for the months they
were non-management. This 1is alse applicable feor
non-management employees who were in "acting”
management assignments and returned to a
non-management assignment prior to the end of the
year. If an employee is subsequently eligible t»
receive an NTIA "in lieu of payment”, any eligible
MTIA portion should be prorated as described above
and combined as part of the NTIA "in 1lieu <c¢f
payment",

3.024 Employees who are dismissed during the

performance year are not eligible for an "in
lieu of payment". Employees who resign during the
performance year would normally not receive an "in
lieu of payment"” but may be given a payment with the
approval of the Assistant Vice President - Human
Resources.

3.025 An amount equal to the Standard Award,

prorated for the number of months the
employee was in the participating pay grade will be
paid in lieu of an actual MTIA. (Reference Paragraph
4.09 - 4.12 below)

3.03 MTIAs for Bellcore Assigned Employees

Effective January 1, 1991, employees who transfer to

~Bellcore and who meet eligibility requirements 3.0l

(b)Y and {(c), should be paid prorated actual MTIA awards on

the next payment date for MTIAs after the transfer occurs.

Employees returning from Bellcore assignments and those who
are rotational to a participating BellSouth Company from

~3-
6-1-91
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MANAGEMENT TEAM
INCENTIVE AWARD PLAN

"

sellcore will be exempt from the "3 full months elig:nility
requirement of 3.01(b). Providing they meet the reguirements

of 3.01 (a) and (c), they may receive a prorated actual team
award if they return to or are assigned to a team &award
paying company during October-December. This rule is als->
applicable to employees who go to Bellcore during January-
March. {The "rule of 16" applies in both cases outlined
above.)

3.04 Career Alternative Plan {(CAP) MTIA Treatment

For employees who elect to participate in the Career

Alternative Plan (CAP), an in-lieu-of payment
normally should not be made. CAP participants are eligible
for an actual (prorated) MTIA award on the first subseguent
payment date if they are otherwise eligible. Should an
unusual circumstance warrant payving an in-lieu-of payment,
documentation should be prepared for future reference.

6-1-91
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APPENDIX B

MANAGEMENT TEAM

Pay Grades 4£-3

INCENTIVE AWARD PLAN

4.0 AWARDS

4.01

Award

4.02

4 Revision

Awards under the Plan are based on achievement of
state/BST financial and service objectives over an

{calendar}) Year period. For each Award Year, a
standard
grade is determined. An amount ranging from 0 - 225% of the
standard award may be earned by eligible employees depending
on the performance of his/her team during the Award Year.

award amount for each participating management gay

~Employees should be told the standard award amount
llat
performance year.

risk" for their pay grade for the current

Award Computation

A‘

For BellSouth Telecommunications (BST} managers, the
MTIA will be computed as follows:

Managers with single-state responsibilities:

{1) Determine percent award from the matrix
included as Exhibit 1 of this Appendix
using state’s percent of net income
commitment met and the percent of service
opportunities met in the state.

(2) Determine percent award from matrix using
overall BST results for percent net incoms
commitment met and BST percent of service
opportunities met.

{3) Average results of (1) and (2). This is
the percentage of the standard award for
MTIA payment.

Managers with multi-state responsibilities:

(1) Follow procedure of A(l) for each state
for which a manager has responsibility and
average the results to determine the
state’s portion of the award.

(2) Follow procedures of A(2) and A(3).

Managers with BST Headquarters assignments who
do not have specific state responsibilities:
Follow the procedures of A(l) for all nine
states and average the results to determine the
states’ portion of the award. Then follow
procedures of A(2) and A{3).

1-1-92
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MANAGEMENT TEAM
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4.03 The managers in BellScuth Headquarters (BSH) will

receive an award based on a weighted average of the
BST award and the BSE ccmpanies award. The weightiag to ke
used during each performance year will be anncunced through
an employee publication.

4.04 If a manager holds assignments in more than one state

during the year, the award amcunt will be based on
the number of months completed in each state during the
Awvard Year. The proration schedule included in Exhibit 2 of
this Appendix should be used for determining the appropriate
award amount.

4.05 If a manager holds assignments in more than cne

BellScuth company which has an MTIA plan, the award
amount will be based on  the number of months completed in
each company/state during the Award Year.

4.051 The receiving company must confirm the
percentage award and standard award amount
from the sending company.

4.052 The receiving company will make the award

payment. There will be no billing of the
award payment to the sending company. This is due to
the administrative and accounting costs of such bill
backs. However, if group moves occur, bill back
procedures would be appropriate.

4.06 If a manager is reassigned (promoted or downgraded)

during the year from a position and pay grade covered
by the MTIA Plan to another pocsition and pay grade covered
by the Plan, the manager’s award will be based on the number
of months completed in each participating pay grade. The
proration schedule included in Exhibit 2 of this Appendix
should be used for determining the appropriate award amount.

¥

4.07 If a manager is promoted to an executive position

({which is eligible to participate in the Executive
Short Term Incentive Plan) during a performance year, he cr
she will receive a prorated actual MTIA payment based on the
number “of months in the management position without meeting
the three month eligibility reguirement. The prorated MTIA
will be paid in February at the regular payment date. 1If
the ‘promotion occurs after October 1 of an award year, the
employ®e is eligible for an actual MTIA payment for the
performance year.

—6—
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)

4.08 MTIA actual award amcunts for eligible employees will
be based on the number of months during the aAwarg
Year (Jan-Dec) an employee <completes. Awards must be

prorated because of participation for less than 12 months.
Employees are not eligible if participation is less than 3
full months except under the exemption stated in paragraph
4.07. If, however, October 1 falls on a Saturday or Sunday
and the employee begins work on Monday, the emplovyee

may be eligible. The Rule cf 16 is not applied to determine
basic eligibility, once basic eligibililty is established
the Rule of 16 is used to determine the full months worked.

4.09 For the purpose cf determining the number of months a

prorated MTIA should cover, activity occurring prior
to the 1l6th of the month is considered as the lst of that
month while activity occurring on or after the 16th is
considered as the 1st of the succeeding month. (Note: Use
the 15th for the month of February.)

4.10 Service and financial performance will not be
measured or recognized on less than a state basis.

4.11 The amount of a "payment in lieu of an actual MTIA"

made to an employee described in Paragraph 3.02 above
will be determined by the date of that employee’s last day
on a company’'s payrell or last day in a participating pay
grade within his/her company. An amount egual to the stan-
dard award amount, prorated for the number of months the
employee was in the participating pay grade, will be paid in
lieu of an actual MTIA. The proration schedule included in
Exhibit 2 of this appendix should be used in determining the
amount to be paid.

4.12 Award Payment

Actual MTIAs are paid annually as lump sum payments by
February 28 following each Award Year. Eligible employees
who leave BellSouth (or a participating pay grade within
their company) before December 31 should normally receive
"payments in lieu of actual MTIAs"™ no later than their last
day on the payroll or last day in the participating pay
grade.

€ Deletion £-1-91
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5.0 BENEFITS TREATMENT

Mcst benefit programs that are pay-related are based on an

employee’s Record Only Rate (ROR). The ROR includes the
employee’s annual base salary rate plus the lump sum payment(s) in
effect at the time (e.g., MTIA, IIA). The inclusion of an actueal
MTIA payment in the ROR begins cn the effective date of the award,
february 15, and ends on February 14 of the following year. Tha
ROR is reestablished any time there is a change in an employee's
annual base salary rate or lump sum payment.

The inclusion of an MTIA in benefits is based on the status of the
employee at the time the payment is made, e.g., retired, on
benefits, on leave of absence, -etc. Generally, however, the
following treatment would apply:

(a) Pensions

Compensation actually received wup to the time of
retirement (including a “"payment in lieu of an actual
MTIA", if applicable) is included in the pensicn
computation. If an employee receives an actual MTIA
after his/her date of retirement, the employee’'s
pension will be recomputed using the actual amount of
the award retroactive to the date of retirement.

{b) Death Benefits
Death benefits are based on the ROR in effect at th=
time of death.

{c) Group Insurance
Insurance amount is based con the ROR in effect.

(d) Savings Plan
Percentage allotment in effect at the time the award
is paid will be applied to the MTIA amount. (Not
applicable to "payments in lieu of an actual MTIA or
an actual MTIA paid after the employee has retired,
transferred, etc.)

(e) Major Medical Deductible
Maximum amount of deductible is based on annual base
salary rate only.

(f) Sickness Disability
Payment is based on the annual base salary rate only.

{g) —=LTD
Maximum payment is 50% of the annual base salary rate
in effect at time of commencement.

(h) Accidental Death Benefit
Amount of payment 1is calculated as three times
sickness death benefit with excess paid under special
accidental death policy.

6-1-91
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6.0 TAXES, PERSONAL ALLOTMENTS

Team awards are subject to state and local taxes, federal

income tax and Social Security tax at the time of payment.
Management Savings Plan deductions are made, however otheav
personal allotments such as Savings Bonds, United Way and
Political Action Committee contributions and savings account
deductions such as Credit Union deductions are not made.

7.0 SEPARATIONS

Retirements

7.01 Award payments for eligible employees who are

separated from BellSouth because of retirement during
an award year shall be handled according te the provisions
of Paragraphs 3.02 and 4.11 above.

If retirement is after December 15 of the Award Year but
prior to February 15 of the following year, an actual MTIA
payment will be made. The pension will be recomputed in
accordance with Paragraph 5.0{(a} above.

Resignations or Dismissals

7.02 Employees who are dismissed during an Award Year are

not eligible for a "payment in lieu of an actual
MTIA." Employees who resign during an Award Year arce
generally not eligible but may receive an award with the
approval of the Vice President - Human Resources provided
they meet eligibility criteria in Paragraph 3.02. If the
dismissal or resignation is after the end of the Award Year
but prior to February 15, an actual MTIA payment should be
made provided they meet eligibility regquirements in
Paragraph 3.01.

Deaths

7.03 In the event the employee dies during the Award Year,

a payment in lieu of an actual MTIA should be paid
provided. the employee was in a participating pay grade for
at least three full months and had a Performance Rating of
"MC", "C" or "NR". If death occurs after the end of the
Award. Year but before February 15, the MTIA award would be
computed using the actual award amount.

7.04 The MTIA or payment in lieu of an actual MTIA shall
be paid to the estate of the deceased employee as
soon as practicable after the death of the employee.

-9
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8.0 LEAVES OF ABSENCE AND BENEFITS

8.01 An employee absent during an Award Year due t0 an
approved leave of absence or beneifit absence is
entitled to receive an actual MTIA payment. If the absence

was six weeks or less, the full MTIA amount should be paid.
I1f the absence was longer than six weeks, the MTIA amount

should be prorated for the number of months actually worked
during the Award Year. This payment should cover the number
of months worked plus the first thirty days of the absencse

pericd, (An employee on Anticipated Disability Leave would
receive credit for the first thirty days of leave and the
first thirty days of benefits.) Instructions for

determining the number of months to use in prorating the
award are provided in Paragraph 4.08 and 4.09.

B.02 The award will be paid on the normal payment date to
these employees regardless of whether they have
returned to work on the effective date of the award or not.
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MANAGEMENT TEAM INCENTIVE AWARDS

% OF STANDARD AWARD

- FINANCIAL PERFORMANCE

KSRI PERFORIN}ANCE . (% ACHIEVEMENT)

(% OBJECTIVES MET) >8951>935]>965| >98.5| >99.5|>100.5]> 101.5]>103.5|> 106.5

$89.5]<93.5|<96.5] <98.5] €£99.5 | <100.5|<101.5{<103.51<1065[<110.5!> 1105

>99.0 75.0 | 100.0 | 120.0 | 135.0 | 145.0 | 150.0 | 155.0 | 165.0 | 180.0 | 200.0 | 225.0
> 98.0 - 99.0 625 | 87.5 | 1075 | 1225 | 1325 | 137.5 142.5 | 1525 | 167.5 | 187.5 | 2125
>97.0-98.0 500 | 750 | 950 | 1100 | 1200 | 125.0 | 130.0 | 140.0 | 1550 | 175.0 | 2000
>960-910 37.5 | 62.5 | 825 [ 975 [ 107.5 | 1125 | 117.5 [ 127.5 | 1425 | 162.5 | 187.5
>9so96.o(5'm 150 :"-so.o 700 | 850 | 950 | 100.0 | 105.0 | 115.0 | 130.0 | 150.0 | 175.0
>93.5 - 95.0 125 | 375 | 575 | 725 | 825 | 875 | 925 | 1025 | 117.5 | 1375 | 1375
>92.0-93.5 00 | 250 | 450 | 60.0 | 700 [ 75.0 | 80.0 | 90.0 | 1050 | 1250 | 1250
>90.0-92.0 00 | 125 | 325 | 475 | 575 | 625 | 675 | 775 | 925 [ 1125 ( 1125
$90.0 0.0 00 | 200 | 350 | 450 | 500 | 550 | 650 | 80.0 | 1000 | 1000
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EXHIBIT i
MTIA PRORATIOQON SCHEDULE

If an employee is to receive a "payment in lieu of an actual MTIA"
or an a;tual MTIA for less than a full year, this schedule is to
be used in determining the amount of the prorated award.

#MONTHS COMPLETED _3_95
IN PERFORMANCE YEAR AWARD *
11 g2
10 83
9 75
8 67
7 58
& 50
5 42
4 33
3 | 25
Qsed yhen prorat- 2 17
ing time in pay
grade, state, 1 8

company, or BST

*Use standard award for "payment in lieu of an
actual MTIA"; use actual award for other MTIA
prorations.

Note: (1) All MTIA payments are tc be rounded up to the next
higher $100 (actual and in lieu of).

(2) To be eligible for an actual MTIA or in lieu of payment,
an employee must normally perform in a participating pay
grade or a nonmanagement wage scale eligible for an NTIA
payment for three full months, If, however, October 1
falls on a Saturday or a Sunday and the employee begins
work on Monday, the employee may be eligible. The Rule
of 16 is not applied to determine basic eligibility,
once basic eligibility is established the Rule of 16 is
used to determine the full months worked.

(3) When prorating an MTIA, either actual or in lieu of,
activity occurring prior to the 16th of the month is
considered as the 1lst of that month while activity
occurring on or after the l6th is considered as the lst
of the succeeding month. (Note: Use the 15th for the
month of February.)
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F2Y razZss o-: APPENDIX B
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

1.0 GENERAL

1
[PH

The Management Team Incentive Award (MTIA) Plan is inte
to encourage and reward team performance of elisg

iy (L

Y e

A

- -

management employees by providing incentive compensation basa
state and BellSouth Telecemmunications (BST) secrvice and finan
performance. The Plan does not replace existing merit award ¢
S
T

1Y

03

(170 BT I B

for individual pecrformance, rather it enhances existing managsmen
compensaticn programs by specifically recognizing the impor

of corporate performance.

[A T R IRR B S P ol |
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2.0 PARTICIPANTS

2.01 All regular full-time and part-time managemen«

employees who meet the eliqgibility requirements
outlined in Paragraph 3.0 below are covered by the MTIA Plan
(exclusions are defined in Paragraph 2.02).

2.011 Employees in Pay Grade Band A-H will rec
an MTIA payment based on their targeted
(pay grade).

2

job

2.012 Employees in "Acting" management titles as of

December 31 will receive an MTIA payment
prorated based on the number of months spent in the
"permanent” and "acting” pay grades.

2.013 Non-Management employees in "acting”

management titles are also candidates fzov
actual MTIA if they meet the eligibility requirements
included in Paragraph 3.0 of this Appendix.

If applicable, based on payment date, the MTIA
payment may be made after the employee has returned
to the non-management position. This payment was
earned during a time frame when the employee was not
a member of the bargaining unit and, therefore, is
not in conflict with the non-management Working
Agreement.

2.014 The award for regular part-time employess
should " be prorated based on the number cf
hours in the basic weekly schedule.

2.02 The following employees should be excluded £rom
" participation in the MTIA Plan: :

el
- Employees who participate in the Senior Management
Incentive Compensation Plan
- Temporary and occasional management employees
-1-
®» Revision _ 1-1-92
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APPENDIX B
MANAGEMENT TEAM
INCENTIVE AWARD PLAN
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3.0 ELIGIBILITY

3.01 Attual MTIA Payment

An actual MTIA award is blased on achievemen:
predetermined state and BellSouth Telecommunicatie

JJ W In

(BST) performance cbjectives for the year. An actual MT?
award is effective on february 15 and will be paid &y
february 28 following each award year and generates a chance
in the recipient’s Record Only Rate (ROR}. \See Paragrach
5.0 of this Appendix for definition of Record Only Rate.) 7<a
be eligible for an actual MTIA, an employee must meet %the

following reguirements:

(a) Member of a participating pay grade as of December 2
of the Award Year. (See Paragraph 7.01 for exceptic
covering retirements.)

I

(b) Performed in a participating management pay grade o
a non-management wage scale eligible for NTIA for
three full months during the award vear, If,
however, October 1 falls on a Saturday or a Sunday
and the employee begins work cn Monday, the employes
may be eligible for an MTIA. The Rule of 16 is nct
applied to determine basic eligibility. Cnce basi-~
eligibility is established the Rule of 16 is used t>
determine the full months worked.

(c) Has a Performance Rating of "MC", "C" or "NR".

3.02 Payment In Lieu Of An Actual MTIA

Employees who meet eligibility requirements (b) and

{c¢} above, but who are not in a participating pay
grade as of December 31 of the Award Year are eligible to
receive a "payment in lieu of an actual MTIA" except as
provided in Paragraph 3.023 and 3.024. These payments in
lieu of MTIA will be considered as special payments. As
such, they will not change the "existing” ROR and will not
affect nor be matched by any benefits except pension.
Procedures for effecting the "payment in lieu of an actual
MTIA" are provided by each ccmpany.

3,021 Payments in lieu of an actual MTIA should be
made if an employee transfers from a
BellSouth company which has an MTIA plan to a3
BellScuth company which does not have an MTIA plan.
(See Paragraph 4.05 regarding employees who transfer
between BellScuth companies that have MTIA plans.)

2-

®* Revision 6-1-91
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5 APPENDIX B
MANAGEMENT TEAX
INCENTIVE_AWARD PLAN

3.022 For employees going on leave of absgen-s

departmental leave, leaves "in general", =g
benefits, an in lieu of payment normally will not re
made, The empleoyee will be eligible for an aczua.l
MTIA award on the payment date. (If the absence wzs
lenger than six weeks the actual award will =e
prorated.) Hewever, if it is known at the beginning
cf the leave or benefit period that the employee will
not return, it may be appropriate to make an in liesvy
of payment. This decision should be made based 2n
the individual circumstances.
3.023 Employees who move from a participating pay

grade to a non-management wage scale whirsh
is eligible for NTIA will not receive an "in lieu =:
payment” if they subseguently become &eligible =9
receive an actual NTIA for the same award year.
These employees will receive an actual NTIA prorats+d
based on the MTIA amount for the months they we:s
management and the NTIA amount for the months thev
were non-management. This is also applicable for
non-management employees who were in "acting”
management assignments and returned to a non-
management assignment prior to the end of the year.
If an employee is subsequently eligible <t=2
receive an NTIA "in-lieu of payment”, any eligible
MTIA portion should be prorated as described abov2
and combined as part of the NTIA "in-lieu <f
payment”. -

3.024 Employees who are dismissed during the

performance year are not eligible for an
lieu of payment." Employees who resign during the
performance year would normally not receive an "in-
lieu of payment’ but may be given a payment with the
approval of the Assistant Vice President - Human
Resources.

3.025 An amount equal to the Standard Award,

prorated for the number of months the
employee was in the participating pay grade will be
paid in lieu of an actual MTIA. (Reference Paragraph
§.09 - 4.12 below.)

MTIAs for Bellcore Assigned Employees

Effective January 1, 1991, employees who transfer to
Bellcore and who meet eligibility requirements 3.0l

and (c¢), should be paid prorated  actual MTIA awards on
next payment date for MTIAs after the transfer occurs.

~3-
6-1-91
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APPENDIX B
MANAGEMENT TEAM
INCENTIVE AWARD PLAN
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applicable to employees who go to Bellcore during Janua

March. {(The "rule of 15" applies in both casessgiiiif_J
rabove.) |

3.04 Career Alternative Plan (CAP) MTIA Treatment

Zmplcyees returning from Bellcore assignments and thoss whe
are rotaticnal to a participating 3ellSouth Company <frzn
Zellcore will be exempt frem the "3 full meonths eligibiliscy”
reguirement of 3.0l(b). Providing they meet the requireme:%s
cf 3.01(a) and (c}, they may receive a prorated actual =z=3m
award 1if they return to or are assigned to a team award
paying company during October-December. [This rule is ais-,
z

For employees who elect to participate in the Caresr
Alternative Plan (CAP}, an in-lieu-of paymenrt
normally should not be made. CAP participants are
eligible for an actual (prorated) MTIA award on the
first subsequent payment date if they are otherwisa2

L]

ellg;ale. Should an wunusual circumstance warran:
paying an in-lieu-of payment, documentation should ke
prepared for future reference.
a——
—4-
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APPENDIX B

MANAGEMENT TEAM

Pay Grades -

L}

INCENTIVE AWARD PLAN

4.0 AWARDS

4.01 Awards wunder the ©Plan are based cn achievemen: -¢
state/BST financial and service objectives over a-
Award (calendar) Year nperiod. For each Award Year, a
standard award amount for each participating management éaf
grade is determined. An amount ranging from 0 - 225% of tre
standard award may be earned by eligible employees dependin;
on the performance of hiss/her team during the Award Year.
- Employees should be teold the standard award amcun-
"at risk" for their pay grade for the curren-
performance vyear.
4.02 Award Computation
For BellSouth Telecommunications (BST) managers, :tha
MTIA will be computed as follows: .
A. Managers with single-state responsibilities:

(L) Determine percent award from the matrix
included as Exhibit 1 of this Appendix
using state’s percent of net incoma
commitment met and the percent of service
opportunities met in the state,

{(2) Determine percent award from matrix using
overall BST results for percent net income
commitment met and BST percent of servics
opportunities met.

{3) Average results of (1) and (2). This is
the percentage of the standard award for
MTIA payment.

B. Managers with multi-state responsibilities:

(1) Follow procedures of A{l) for each staje
for which a manager has responsibility aad
average the results to determine the
state’s portion of the award.

(2) Follow procedures of A(2) and A(3).

15 Managers with ‘BST Headquarters assignments who
do not have specific state responsibilities:

Follow procedures of A{l) for all nine states

and average the results to determine the states’

- portion of the award. Then follow procedures of

¢ Revision

A(2) and A{3).

1-1-92

FO1AL1ZZ200043

EMA-35



Pay Grades 2-3 APPENDIX B
MANAGENMENT TEAM
INCENTIVE AWARD PLAN

4.03 The managers in BellScuth Headquarzers (BSH) wil:

1
-

receive an award based on a weighted average cf =he
35T award and the B3SE companies award., The weighting o c=
used during each performance year will be announced throuszn
an employee publication. )
4.04 If a manager holds assignments in more than cne state

during the year, the award amcunt will be based 2n
the number of months completed in each state during the
Award Year. The proration schedule included in Exhibit 2 cof
this Appendix should be used for determining the apprepriate
award amount.
4.05 i1f a manager holds assignments in more than :z=ne

BellSouth company which has an MTIA plan, the awa:d
amount will be based on the number of months completed in

each company during the Award Year.

4.051 The receiving company must confirm th=
‘ percentage award and standard award amcunt

from the sending company.

4.052 The receiving company will make the award

payment. There will be no Dbilling of the
award payment to the sending company. This is due t»
the administrative and accounting costs of such bill
backs. However, if group moves occur, bill back
procedures would be appropriate.

§4.06 If a manager is reassigned (promoted or downgraded)

during the year from a position and pay grade covered
by the MTIA Plan to another position and pay grade covered
by the Plan, the manager’s award will be based on the number
of months completed in each participating pay grade. The
proration schedule included in Exhibit 2 of this Appendix
should be used for determining the appropriate award amount.

4.07 iIf an employee is promoted <£from non-management to

management during the year, the MTIA award will be
prorated based on the appropriate NTIA amount for the time
the employee was non-management and the appropriate MTIA
amount for the months the employee was management. This is
also " applicable to non-management employees who are 1in
acting”management assignments at the end of the year. The
proration schedule included in Exhibit 2 of this Appendix
should be used for determining the appropriate MTIA amounts
for the months the employee was management.

& Revision ﬂMﬂ"‘;(p 1-1-92
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MANAGEMENT TEAM foTrEeEE T
INCENTIVE AWARD PLAN
4.071 For an employee covered by the provisions ~f

Paragraph 4.07, the NTIA portion of the MTIA
award will be prorated for the number of months in a
nonmanagement position. In this case the standard
NTIA award amount will be 1.5% (or other applicabls
percentage) of the NTIA applicable wages including
overtime, The standard NTIA award amount times tha
actual NTIA award percent will determine the NTIA
portion of the award.

4.08 MTIA actual award amounts for eligible employees will

be based on the number of months during the Award
Year (Jan-Dec) an employee completes, Awards must be
prorated because of participation for less than 12 months.
Employees are not eligible if participation is less than 3
full months. 1If, however, October 1 falls on a Saturday o:
Sunday and the employee begins work on Monday, the employes
may be eligible. The Rule of 16 is not applied to determine
basic eligibility, once basic eligibility is established the
Rule of 16 is used to determine the full months worked.

4.09 For the purpese of determining the number of months a

prorated MTIA should cover, activity occurring prior
to the 16th of the month is considered as the lst of that
month while activity occurring on or after the 16th 1is
considered as the lst of the succeeding month. (Note: Use
the 15th for the month of February.)

4.10 Service and financial performance will not be
measured or recognized on less than a state basis.

4.11 The amount of a "payment in lieu of an actual MTIA"

made to an employee described in Paragraph 3.02 above
will be determined by the date of that employee’s last day
on a company’s payroll or last day in a participating pay
grade within his/her company. An amount egual to the
standard award amount, prorated for the number of months the
employee was in the participating pay grade, will be paid in
lieu of an actual MTIA. The proration schedule included in
Exhibit 2 of this appendix should be used in determining the
amount to be paid.

4.12 Award Payment

Actual .MTIAs are paid annually as Llump sum payments

by February 28 following each Award Year., Eligible
emplaoyees who leave BellSouth {or a participating pay grade
within their company) before December 31 should normally
receive "payments in lieu of actual MTIAs" no later than
their last day on the payroll or last day in the
participating pay grade.

.
6-1-91
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APPFENDIX B =a.; -
MANAGEMENT TEAM )
INCENTIVE AWARD PLAN

5.0 BENEFITS TREATMENT

Most benefit preograms that are pay-related are based on 2n

empleyee’s Record Cnly Rate (RQR)}). The ROR includes ks
employee’s annual base salary rate plus the lump sum paymentis) ‘=
effect at the time (e.g., MTIA, IIA). The inclusicn of an actua.
MTIA payment 1In the ROR begins on the effective date of the award.
February 15, and ends on February 14 c¢f the feollswing year. Th=
ROR is reestablished any time there is a change in an employes”

annual base salary rate or lump sum payment.

wr

The inclusion of an MTIA in benefits is based on the status of zhe
employee at the time the payment is made, e.g., retired, =n
benefits, on leave of absence, etc. Generally, however, <he
following treatment would apply:

{a) Pensions
Compensation actuvally received vup to the time =of
retirement (including a "payment in lieu of an actuszl
MTIA", 1if applicable) is included in the pensi-zn
computation. If an employee receives an actual MTI:
after his/her date of retirement, the employes's
pension will be recomputed using the actual amount of

the award retroactive to the date of retirement.

{b) Death Benefits
Death benefits are based on the ROR in effect at the
time of death.

(e) Group Insurance
Insurance amount is based on the ROR in effect.

{d) Savings Plan
Percentage allotment in effect at the time the award
is paid will be applied to the MTIA amount. (Not

applicable to "payments in lieu of an actual MTIA o
an actual MTIA paid after the employee has retired,
transferred, etc.) '

(e} Major Medical Deductible
Maximum amount of deductible is based on annual base
salary rate only.

(f) Sickness Disability
Payment is based on the annual base salary rate only.

(g) —=LTD
Maximum payment is 50% of the annual base salary rate
in effect at time of commencement.

{(h) Accidental Death Benefit
Amount of payment 1s calculated as three times
sickness death benefit with excess paid under special
accidental death policy.

-8-
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ray Grades 2-95 APPENDIX B
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

6.0 TAXES, PERSONAL ALLOTMENTS

Team awards are subject to state and 1local taxes, faderal

income tax and Social Security tax at the time of payment.
Management Savings Plan deductions are made, however other personal
allotments such as Savings Bonds, United Way and Political Actinn
Committee <contributions and savings account deductions such asg
Credit Unicn deductions are not made.

7.0 SEPARATIONS

Retirements

7.01 Award payments for eligible employees who ave

separated from BellSouth because of retirement during
an award year shall be handled according to the provisions of
Paragraphs 3.02 and 4.11 above.

If retirement is after December 15 of the Award Year but
prior to February 15 of the following year, an actual MTIA
payment will be made. The pension will be recomputed in
accordance with Paragraph 5.0(a} above.

Resignations or Dismissals

7.02 Employees who are dismissed during an Award Year are

not eligible for a "payment in lieu of an actual
MTIA." Employees who resign during an Award Year are
generally not eligible but may receive an award with the
approval of the Assistant Vice President - Human Resources
provided they meet eligibility criteria in Paragraph 3.02.
I1f the dismissal or resignation is after the end of the Award
Year but prior to February 15, an actual MTIA payment should
be made provided they meet eligibility requirements 1in
Paragraph 3.01l.

Deaths

7.03 In the event the employee dies during the Award Year,

a payment in lieu of an actual MTIA should be paid
provided the employee was in a participating pay grade for at
least three full months and had a Performance Rating of "MC",
"C" or "NR". If death occurs after the end of the Award Year
but before February 15, the MTIA award would be computed
using the actual award amount.

7.04 ~“The MTIA or payment in lieu of an actual MTIA shall be
paid to the estate of the deceased employee as soon as
practicable after the death of the employee.

-9-
6-1-91
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APPENDIX B
MANAGEMEINT TEAM
INCENTIVE AWARD PLAN

LEAVES OF ABSENCE AND BENEFITS

8.01 An employee absent during an Award Year due =

approved leave of absence or benefit absen-ce
entitled to receive an actual MTIA payment. If the at
was six weeks or la2ss, the full MTIA amount should ke
If the absence was longer than six weeks, the MTIA am
shculd be prorated for the number of menths actually wer!
during the Award Year. This payment should cover the numi
of months worked plus the first thirty days cf the abse
period. (An employee on Anticipated Disability Leave wo
receive credit for the first thirty days of leave and
first thirty days of benefits.) Instructions
determining the number of months to use in prorating
award are provided in Paragraph 4.08 and 4.09.
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B.02 The award will be paid on the normal payment date =°
these employees regardless of whether they hava
returned to work on the effective date of the award or net.
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MANAGEMENT TEAM INCENTIVE AWARDS
% OF STANDARD AWARD

FINANCIAL PERFORMANCE

KSRI PERFORMANCE | - (% ACHIEVEMENT)
(% OBJECTIVES MET) >8951>93.5]>965}>985(>99.5({>1005|>101.5|> L03.5]> 106.5
<895 <935 <96.5] <98.5] £99.5 | S100.5 | <101.5[<103.5]<106.5|<110.5]> 1105
>99.0 750 | 1000 | 1200 | 135.0 | 1450 | 150.0 | 1550 | 165.0 | 180.0 | 200.0 | 225.0
1 >98.0-99.0 62.5. - 81.5 1075 | 12251 1325 | 1375 { 1425 | 1525 | 167.5 | 187.5 | 2125
>97.0 - 98.0 500 | 750 | 950 | 110.0 | 120.0 | 125.0 | 130.0 | 140.0 | 155.0 | 175.0 | 2000
> 96.0_— 970 _ 375 ‘62.5 82.5 97.5 107.5 | 1125 | 1175 | 127.5 | 1425 | 162.5 | 187.5
>9som(s'm) i 50| 500 | 700 | 850 950 | 190.0 | 1050 | 1150 | 130.0 | 150.0 | 175.0
>93.5-95.0 12s 1 375 1 575 | 725 | 825 | 875 | 925 | 1025 | 1175 | 137.5 | 1315
>92.0-93.5 00 | 250 | 450 | 600 | 700 | 75.0 | 80.0 | 90.0 | 1050 | 1250 | 125.0
> 90.0 - 92.0 00 | 125 | 325 | 415 | 515 | 625 | 675 | 775 | 925 | nizs | 1i2s
<90.0 0.0 00 | 200 | 350 | 450 | 50.0 | 550 ] 650 | 80.0 | 100.0 | 100.0
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If an emplcyee is to receive a "payment in lieu of an actual MT-
or an actual MTIA for less than a full year, this schedule is

T APPENDIX 8
EXHIBIT 2

MTIA PRORATION SCHEDULE

L L]
&
oy

be used in determining the amcunt 9f the prorated award.

#MONTHS COMPLETED £ OF
IN PERFORMANGCE YEAR AWARD *
11 92
10 83
9 75
8 67
7 58
& 50
5 42
4 : 33
3 25
Used when prorat- 2 17
ing time in pay
grade, state, 1 8
company, or BST.
* Use standard award for "payment in lieu of an actual
MTIA"; use actual award for other MTIA prorations.
Note: (1) All MTIA payments are to be rounded up to the next
higher $100 (actual and in lieu of).
{2) To be eligible for an actual MTIA or in lieu of payment,

(3)

an employee must perform in a participating pay grade or
a nonmanagement wage scale eligible for an NTIA payment
for three full months. 1If, however, October 1 falls cn
a Saturday or a Sunday and the employee begins work cn
Monday, the employee may be eligible. The Rule of 16 is
not applied to determine basic eligibility, once basic
eligibility is established the Rule of 16 1is used to
qiyermine the full months worked.

When prorating an MTIA, either actual or in lieu of,
activity occurring prior to the 16th of the month is
considered as the 1st of that month while activity
occurring on or after the 16th is considered as the lst
of the succeeding month. (Note: Use the 15th for the
month of February.)

1-1-92
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Pay Grades 1, AX, AY, AZ APPENDIX A

MANAGEMENT TEAM
INCENTIVE AWARD PLAN

1.0 GENERAL

The Marnagement Team Incentive Award (MTIA} Plan is inm-an

t2 encourage and reward team performance cf elizi-la
management employees by providing incentive compensation based -
state and BellScuth Telecommunications (BST) service and financ:ia.
performance. The Plan does nct replace existing merit award plar
for individual performance, rather it enhances existing managemen~
compensation programs by specifically recognizing the importanze
of corporate performance.

2.0 PARTICIPANTS

2.01 All regular full-time and part-time managemer:
employees who meet the eligibility regquirements
outlined in Paragraph 3.0 below are covered by the MTIA Plan

(exclusions are defined in Paragraph 2.02).

2.011 Employees in Pay Grade Band A-H will receiva
an MTIA payment based on their targeted job
(pay grade).

2.012 Employees in "Acting" management titles as

December 31 will receive an MTIA payn
prorated based on the number of months spent in
"permanent” and "acting" pay grades.

nf
"-
a

v D

2.013 Non-Management employees in "acting”

management titles are also candidates fou
actual MTIA if they meet the eligibility reguirements
included in Paragraph 3.0 of this Appendix.

If applicable, based on payment date, the MTIA
payment may be made after the employee has returned
to the non-management position. This payment was
earned during a time frame when the employee was nct
a member of the bargaining unit and, therefore, is
not in c¢onflict with the non-management Working
Agreement,

2.014 The award for regular part-time employeess
] should be prorated based on the number of
_hours in the basic weekly schedule,

2.02 The following employees should be excluded frem
participation in the MTIA Plan:

- Employees who participate in the Senior Management
Incentive Compensation Plan

- Temporary and occasional management emplcyees

oila
% Revision 1-1-%2
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APPENDIX A Pay Grades !
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

3.0 ELIGIBILITY

3I.m Actual MTIA Payment

An actual MTIA award 15 based on achievemens -:

predetermined state and BellSouth Telecommunicaticn
(BST) performance objectives for the year. An actual MTia
award is effective on Ffebruary 15 and will be paid b
February 28 following each award year and generates a chang
in the recipient’s Record Only Rate (ROR). (See Paragrap!
5.0 of this Appendix for definition of Record Only Rate.
To be eligible for an actual MTIA, an employee must meet thn

following reguirements:

D ta

J

(a) Member of a participating pay grade as of December I:
of the Award Year. (See Paragraph 7.0 for excepticsn
covering retirements.)

(b) Performed in a participating management pay grade ¢
a non-management wage scale eligible for NTIA for
three full menths during the award year, Tf,

however, October 1 falls on a Saturday or a Sunday
and the employee begins work on Monday, the employee
may be eligible for an MTIA. The Rule of 16 is not
applied to determine basic eligibility. Once basic
eligibility 1is established the Rule of 16 is used to
determine the full months worked.

(e} Has a Performance Rating of "QP", or "EP" or "NR".

3.02 Payment In Lieu Of An Actual MTIA

Employees who meet eligibility requirements (b) and

{c) above, but whe are not in a participating pay
grade as of December 31 of the Award Year are eligible to
receive a "payment in lieu of an actual MTIA" except a$
provided in Paragraph 3.023 and 3.024. These payments in
lieu o©of MTIA will be considered as special payments. As
such, they will not change the "existing” ROR and will not
affect nor be matched by any benefits except pensicn.
Procedurés for effecting the "payment in lieu of an actual
MTIA"™ are provided by each company.

3.021 Payments in lieu of an actual MTIA should be
- made if an employee transfers from a
BellSouth company which has an MTIA plan to =2
BellSouth company which deces not have an MTIA plan.
(See Paragraph 4.05 regarding employees who transfer
between BellSouth companies that have MTIA plans.)

~2-
®* Revisicn 1-1-92
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Pay Grades 1,

AX, AY, AZ APPENDIX A
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

3.022 For empleoyees 4going on leave of absence,

departmental leave, leaves "in general", -:
benefits., an in lieu cf payment normally will pr= ==
made. The employee will be eligible for an acsusz.
MTIA award con the payment date, (If the absence was
longer than six weeks the actual award will &=
prorated.) However, if it is known at the beginning

of the leave or benefit period that the employee will
not return, it may be appropriate to make an in liey
of payment. This decision should be made bassd con
the individual circumstances.

3.023 Employees who move frcm a participating pa:
grade to a non-management wage scale wh:
is eligible for NTIA will not receive an "in lieu
payment" if they subseguently become eligible
receive an actual NTIA for the same award year. Thess
employees will receive an actual NTIA prorated bassd
on the MTIA amount for the months they were
management and the NTIA amount for the moaths they
were non-management. This 1is also applicable fzr
non-management employees who were in "acting”
management assigrments and returned to a non-
management assignment prior to the end of the year.
If an employee is subsequently eligible to receive
an NTIA "in~lieu of payment", any eligible MTIA
portion should be prorated as described above ard
combined as part of the NTIA "in-lieu of payment"”.

=
=
=
-~
-

3.024 Employees who are dismissed during the

performance year are not eligible for an "in
lieu of payment". Employees who resign during the
performance year would normally not receive an "in
lieu of payment” but may be given a payment with the
approval of the Assistant Vice President - Human
Resources.

3.025 An amount equal to the Standard Award,

prorated focr the number of months the
employee was in the participating pay grade will be
paid in lieu of an actual MTIA. (Reference Paragraph
4.09 - 4.12 below,)

-3
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APPENDIX A Fay Grades 1, AX, A¥, 2z
MANAGEMENT TEANM
INCENTIVE AWARD PLAN

3.03 MTIAs for Bellccore 2ssicrned Zmplcoyees

Effective January 1, 1991, emplecyees who trans
Bellcore and who meet eligibility reguicemen
(5) and (c), should kte paid prorated actual MTIA aﬂar 5

ﬂ!
[PYREE]
504

j

YW Y et

the next payment date for MTIAs after the transfer oczurs.
Employees returning from Bellcore assignments and these who
are rotaticnal to a participating BellSouth Company f:rzm
Bellcore will be exempt from the "three full menths
eligibility" requirement of 3.01(b). Providing they mee:
the reguirements of 3.01 (a) and (c), they may receive 3
prorated actual team award if they return to or are assigned
to a team award paying company during October-December.
This rule is also applicable to employees who go to Bellzore
during January-March. (The "rule of 16" applies in botn

cases outlined above.)
3.04 Career Alternative Plan (CAP) MTIA Treatment

For employees who elect to participate in the Career

Alternative Plan (CAP), an in-lieu-of payment
normally should not be made. CAP participants are =2ligible
for an actual (prorated) NMTIA award on the first subseguent
payment date if they are otherwise eligible. Should an
unusual circumstance warrant paying an in-lieu-of payment,.
documentation should be prepared for future reference.

-l
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APPENDIX A Pay Grades 1, AX, A7, ~:
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

4.0 AWARDS

4.01 Awards wunder the Plan are based on achievemer
state/85T financial and service objectives
an Award (calendar) VYear period. For each Award Yea
standard award amount fcr each participating managemen-
grade is determined. An amount ranging from 0 - 223% of
standard award may be earned by eligible employees dependins
on the performance of nis/her team during the Award Year.

s 1) T
B
oan

2

B
=

- Employees should be teld the standard award amour-
"at risk" for their pay grade for the curraern-
performance year.

4.02 Award Computation

For BellSouth Telecommunications (BST) managers, zn2 -
MTIA will be computed as follows: :

A, Managers with single-state responsibilities:

(1) Determine percent award from the matrix
included as Exhibit 1 of this Appendix
using state’s percent of net income
commitment met and the percent of servics
opportunities met in the state.

{2) Determine percent award from matrix usinz
overall BST results for percent net income -
commitment met and BST percent of servics
opportunities met.

(3) Average results of (1) and (2). This i
the percentage of the standard award fc
MTIA payment.

B. Managers with multi-state responsibilities:

(1) Follow procedures of A(l) for each state
for which a manager has responsibility and
average the results to determine the
state’'s portion of the award.

(2) Follow procedures of A(2) and A(3).

c. Managers with BST Headgquarters assignments who -
do not have specific state vresponsibilities:
Follow procedures of A{l) for all nine states
and average the results to determine the states’

- portion of the award. Then follow procedures cf
A(2) and A(3).

-5-
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ades 1, AZ, AY, AZ APPENDIX A
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

4.03 The managers in BellScuth Headguarters (BSH) will

receive an award based con the weighted average of -=»
85T award and the BSZ companies weighted awarcd. T=2
weighting to be used during each performance year will =a
announced thrcugh an employee publicaticon.

4.04 I£f a manager holds assignments in more than cne sta:zs

during the year, the award amount will be based =
the number of months completed in each state during ¢
Award Year. The preoration schedule included in Exhibit 2
this Appendix should be used for determining the appropria
award amount.

L X T B ]

[n NS e

4.05 I1f a manager holds assignments in more than =

BellSouth <company which has an MTIA plan, the award
amount will be based on the number of months completed in
each company during the Award Year.

ne

4.051 The receiving company must confirm zthe
percentage award and standard award amoun:
from the sending company.

4.052 The receiving company will make the awar?

payment. There will be no billing of the
award payment to the sending company. This is due to
the administrative and accounting costs of such bill
backs. However, if group moves occur, bill back
procedures would be apprepriate.

4.06 If a manager is reassigned (promoted or downgraded)

dur:ng the year from a position and pay grade covered
by the MTIA Plan to another pesition and pay grade covered
by the Plan, the manager’s award will be based on the number
of months completed in each participating pay gqrade. The
proration schedule included in Exhibit 2 ¢f this Appendix
should be used for determining the appropriate award amount.

4.07 If an employee is preomoted £rom non-management to

management during the year, the MTIA award will be
prorated based on the appropriate NTIA amount for the months
the employee was non-management and the appropriate MTIA
amount £for the months the employee was management. This is
also applicable ¢to non-management employees who are in
actind management assignment at the end of the year,. The
prorati®n schedule included in Exhibit 2 of this Appendix
should be used for determining the applicable MTIA amcunts
for the months the employee was management.

=G
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APPENDIX A Pay Grades 1, AX, AT, A:
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

4.071 For an employee covered by the provisions
Paragraph 4.07, the NTIA portion of the MT
award will be prorated for the number of months in a

~F
-
IA

nonmanagement pesition. In this case the standard
NTIA award amount will be 1.5% {(or other applicable
percentage) of the NTIA applicable wages, including
overtime, The standard NTIA award amount times the

actual NTIA award percent will determine the NTIA
portion of the award.

4.08 MTIA actual award amounts for eligible employees will

be based on the number of months during the Award
Year (Jan-Dec) an employee completes. Awards must be
prorated because of participation for less than 12 menths.
Employees are not eligible if participation is less than 3
full wmonths. 1If, however, October 1 falls on a Saturday or:
Sunday and the employee begins work on Monday, the employes
may be eligible. The Rule of 16 is not applied to determine
basic eligibility, once basic eligibility is established the
Rule of 16 is used to determine the full months worked.

4.09 For the purpose of determining the number of months a

prorated MTIA should cover, activity occurring prior
to the 16th of the month is considered as the lst of that
month while activity occurring on or after the lé6th is
considered as the lst of the succeeding month. (Note: Use
the 15th for the month of February.)

4.10 Service and financial performance will not be
measured or recognized on less than a state basis.

4.11 The amount of a "payment in lieu of an actual MTIA"

made to an employee described in Paragraph 3.02 above
will be determined by the date of that employee’s last day
on a company’s payroll or last day in a participating pay
grade within his/her company. An amount egqual to the
standard award amount, prorated for the number of months the
employee was in the participating pay grade, will be paid in
lieu of an actual MTIA. The proration schedule included in
Exhibit 2 of this appendix should be used in determining the
amount to be paid.

4,12 Award Payment

Actual-—-MTIAs are paid annually as lump sum payments by
February 28 following each Award VYear. Eligible employees
who leave BellSouth {(or a participating pay grade within
their company) before December 31 should normally receive
"payments in lieu of actual MTIAs" no later than their last
day on the payroll or last day in the participating pay
grade.

-7-
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APPENDIX A Fay GraZfes 1
MANAGEMENT TEAM
INCENTIVE AWARD PLAN

5.0 BENEFITS TREATMENT

Mcst benefit programs that are rav-related are based 21 zn

empleyee’s Reccrd Only Rate (ROR). The RO2 includes :-
employee’s annual base salary rate plus the lump sum payment!s:
effect at the time (e.g., MTIA, IIA). The inclusizn of an acst
MTIA payment in the ROR begins cn the effective date of the awa
February 15, and ends on February 14 of the follcwing year.
ROR is reestablished any time there is a change in an emplove
annual base salary rate or lump sum payment,.

e
S0

D -

o r 0
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The inclusion of an MTIA in benefits is based on the status cof :the
employee at the time the payment is made, e.g., retired, zn
tenefits, on leave of absence, etc. Generally, however, thsz
following treatment would apply:

(a) Pensions

Compensation actually received wup to the time <¢f
retirement {including a "payment in lieu of an ac:tus.
MTIA", if applicable} 1is included in the pensi-on
coemputation. If an emplovee receives an ac:tual MTIA
after his/her date of =:-etirement, the employee’'s
pension will be recomputed using the actual amount of
the award retroactive to the date of retirement.

{b) Death Benefits
Death benefits are based on the ROR in effect at tha
time of death.

(¢} Group Insurance
Insurance amount is based on the ROR in effect.

(d) Savings Plan
Percentage allotment in effect at the time the award
is paid will be applied to the MTIA amount. (Not

applicable to "payments in lieu of an actual MTIA cr
an actual MTIA paid after the emplcoyee has retired,
transferred, etc.)

(e) Major Medical Deductible
Maximum amount of deductible is based on annual base
salary rate only.

{f} - Sickness Disability
—~Payment is based on the annual base salary rate only.

{g) LTD
Maximum payment is 50% of the annual base salary rate
in effect at time of commencement.

(h) Accidental Death Benefit
Amount of payment is calculated as three times
sickness death benefit with excess paid under special
accidental death policy.

-B8-
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Pay Grades 1, AX, AY, AZ APPENDIX A

6.0

MANAGEMENT TEAM
INCENTIVE AWARD PLAN

TAXES, PERSONAL ALLOTMENTS

Team awards are subject to state and local taxes, federal
income tax and Social Security tax at the time of paymen:.

Deductions are also made for participants in the Managemen-
Savings Plan. Other personal allotments such as Savings Bonds,
United Way and Political Action Committee contributions and
savings account deductions such as Credit Union are not made.

7.0

SEPARATIONS

Retirements

7.01 Award payments for eligible employees who are

separated from BellSouth because of retirement during
an award year shall be handled according to the provisions
of Paragraphs 3.02 and 4.11 above.

If retirement is after December 15 of the Award Year but
prior to February 15 of the following year, an actual MTIA
payment will be made. The pension will be recomputed in
accordance with Paragraph 5.0(a) above.

Resignations or Dismissals

7.02 Employees who are dismissed during an Award Year are

not eligible for a "payment in lieu of an actual
MTIA." Employees who resign during an Award Year are
generally not eligible but may receive an award with the

" approval of the Assistant Vice President - Human Resources

provided they meet eligibility criteria in Paragraph 3.02.
If the dismissal or —resignation is after the end of the
Award Year but prior to February 15, an actual MTIA payment
should be made provided they meet eligibility requirements
in Paragraph 3.01. ‘

Deaths

7.03 In the event the employee dies during the Award Year,

a_ payment in lieu of an actual MTIA should be paid
provided the employee was in a participating pay grade for
at least three full months and had a Performance Rating of
"QP",, "EP" or "NR"., 1If death occurs after the end cf the
Award _Year but before February 15, the MTIA award would be

computed using the actual award amount.
7.04 The MTIA or payment in lieu of an actual MTIA shall

be paid to the estate of the deceased employee as
soon as practicable after the death of the employee.

AmA-51

FOLA1ZZ00053 f-1-21




ades 1, AX, AY, AL APPENDIX A
MANAGEMENT TEAM
INCENTIVE AWARD FLAN

LEAVES OF ABSENCE AND BENEFITS

8.01 An enmployee absent during an Award Year Zue iz an
approved leave 2f absence or benefit absence i3
entitled to receive an actual MTIA payment. If the absernczce

was six weeks or less, the full MTIA amount should be caiz.
If the absence was longer than six weeks, the MTIA amcun:
should be prorated for the number of months actually worked
during the Award Year. This payment should cover the number
of nmenths worked plus the first thirty days of the absence
period. (An employee on Anticipated Disability Leave would
receive credit for the first thirty days of leave 2and the
first  thirty days of benefits.) Instructions
determining the number of months to use in prorating
award are provided in Paragraph 4.08 and 4.09.

1 th
}O ]
o=

8.02 The award will be paid on the normal payment date =2
these emplcyees regardless of whether they "hawve
returned to work on the effective date of the award or nsot

-10-~
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MANAGEMENT TEAM INCENTIVE AWARDS
% OF STANDARD AWARD

: FINANCIAL PERFORMANCE 1
KSRI PERFORMANGE (% ACHIEVEMENT)
(% OBJECTIVES MET) >895|>9351>965|>985 | >99.5 > 100.5{> 101.5]> 103.5]> 106.5

$89.5] €935 €£96.5] <985 €995 | <1005 | < 101.5{<103.5|<1065{<110.5|>1105

>99.0 -75.0 1000 | 1200 | 1350 | 1450 | 1500 | 1550 165.0 | 180.0 | 2000 2250
> 98.0 - 9.0 62.5 | 875 | 1075 | 1225 | 1325 | 1375 | 1425 | as25 | 1675 | 1875 | 2125
>97.0-980 50.0 75.0 95.0 1100 { 1200 | 1250 | 1300} 1400 | 1550 175.0 { 2000
> 96.0 - 97.0 115 | 625 | 825 | 915 | wors | mas | 1175 | 1275 | 1425 | 162 | 1875
> 95.0 - 96.0 (sm) | 250 | se0 | 700 | 850 | 950 | 1000 | 105.0 | 115.0 | 130.0 | 150.0 | 175.0
>93.5 -95.0 125 | 375 | 575 | 725 | 825 | 87.8 | 925 | 1025 | 117.5 ] 137.5 | 1375
>920-93.5 0.0 25.0 45.0 60.0 70.0 75.0 80.0 90.0 10S.0 | 1250 | 125.0
>90.0-920 0.0 12.5 325 41.5 57.5 62.5 617.5 T1.5 92.5 112.5 112.5
<90.0 0.0 0.0 200 | 350 | 450 | 500 | 550 | 650 | 80.0 | 100.,0 [ 1000
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. AX, AY, AZ APPENDIX A
EXHIBIT 2

MTIA PRORATION SCHEDULE

zyee is to receive a "payment in lieu of an actual MTI:"
ual MTIA for less thanm a £full year, this schedule is ==
determining the amount ¢f the prorated award.

$MONTHS COMPLETED % OF
IN PERFORMANCE YEAR AWARD =*
11 92
10 83
9 75
8 67
7 58
6 50
5 42
4 33
3 25
Used when prorat- 2 17
ing time in pay
grade, state 1 8
company, ot BST

e« U
M
Note: (1)

(2)

(3

se standard award for "payment in lieu of an actual
TIA"; use actual award for other MTIA prorations.

All MTIA payments are to be rounded up to the next
higher $100 (actual and in lieu of).

To be eligible for an actual MTIA or in lieu of payment,
an employee must perform in a participating pay grade or
a nonmanagement wage scale eligible for an NTIA payment
for three full months. 1If, however, October 1 falls on
a Saturday or a2 Sunday and the employee begins work cn
Monday, the employee may be eligible. The Rule of 16 is
not applied to determine basic eligibility, once basic
eligibility 1is established the Rule of 16 is used to
determine the full months worked.

Wwhen prorating an MTIA, either actual or 1in lieu of.
activity occurring prior to the 16th of the month is
considered as the 1st o¢f that month while activity
occurring on or after the 16th is considered as the lIst
of the succeeding menth. (Note: Use the 15th for the
month of February.)

M'S‘f FUlAl1 2200062
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Southern Bell Tel. & Tel. Co.

7 FPSC Docket No. 920260-TL
FPSC Staff’s First Interrogateories
May 27, 1992

- Item No. &
Page 1 of 1

_ REQUEST: Vhat is the percentage that incentive compensation bears to the

total salaries for the managers/executives?
~ RESPONSE: EXECUTIVES The percentage of standard short term award amounts

to position rates varies with the level of officer. In 1991 the
percentages range from 37% te 61X%.

MANAGERS The percentage that incentive compensation bears to the
total salaries for other managers in 1991 ranges from 5.5% to

- 21%.

INFORMATION PROVIDED BY: Pat Saszi (Executive)
13J08 Campanile
- 1155 Peachtree Street
Atlanta, GA

Reatha Leith (Managers)
South E741

3535 Colonnade Parkway
Birmingham, AL

AMA-55



REQUEST:

RESPONSE:

?aﬁa o, Schedule s lo, 1l ¥23

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Staff’s 1st Set of Interrogatories

Hay 27, 1992
Item No. 11
Page 1 of 1

For the calendar year 1991, identify the total company and
intrastate amount and accounts associated with the followving
activities: USTA dues; costs associated with the professional
golf tournaments; purchases of tickets for the theater, music,
arts, and similar activities; costs associated with attendance
of family members and friends at conventions and similar
functions; and cost associated with employee gifts. Identify
the FCC account numbers that these activiries are recorded on
the books.

The following are estimates of the requested amounts for 1991:

FCC Southern Bell Florida
Account Total Intrastate
USTA Dues (1) 6728 § 830,668 $ 249,937
Golf Tourn. 6722 483,400 148,642
Tickets {2) Various 12,000 3,560
Spouse/Family
Costs (2) Various 20,468 6,072
Employee A&wards (3) Various $5,107,745 $1,343,634
(1) NOTE: USTA dues paid in 1991 are for 1991 and 1992.

(2)

(3)

Represents estimated amount included in BellSouth
Corporation and BellSouth Services, Inc. overhead billing
to Southern Bell. Southern Bell incurred amounts are
charged to Account 7370 and are excluded from regulated
expenses.

Employee awvards includes non-cash sales or performance
incentives, awards for length of service, retirement or
safety achievement, and other special awvards, recognition
and promotional items.

RESPONSE PROVIDED BY: H. A. Paisant

Operations Hanager
675 Vest Peachtree Street
Atlanta, Georgia 30375

BMA - 5L
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Southern Bell Tel. & Tel. Co.
- FPSC Docket No. 920260-TL
Citizens’ Bth Interrogatories
12th PODs
. June 26, 1992
Item No. 174
rage 1 of 1

REQUEST: Please provide a detailed description, including
eligibility and vesting requirements, of each separate

= post-retirement benefit other than pension and indicate if the
Company is contractually obligated to provide each benefit,

RESPONSE:

The Company currently provides the following three post-retirement

benefits other than pension:

- 1. Bellsouth Medical Assistance Plan - This is the

coverage that is provided to active employees with a lifetime
maximum of $1 Million and an offset for Medicare Dbenefits.
— A portion of Medicare Part 3 premiums are reimbursed paid by the

Company.

2. BellSouth Dental Assistance Plan - This 1is the
. coverage that is provided to active employees.

3. BellSouth Group Life Plan - An employee’'s group term life

- insurance coverage, generally egual to one times pay, continues
following retirement and is reduced by 10% per year for each of

the five years following age 65 so that at age 70 only 50%

through the pensicn accruals.

active coverage remains in effect. &also, for «certain employees
there is a death benefit under the pension plan that is funded

- The above benefits currently are provided to any employee who
retires from the Company and is eligible for a service retirement
or disability retirement pension. A service retirement pensicn is

= available following 30 years of service; age 50 and 25 years; age
55 and 20 years; or age 65 and 10 years. A disability retirement
pension is available in the event of total disability after
vears of serwvice. Reference item No. 123 £for a complete

description of these benefits.

The Company does not treat these benefits as "vested"
- reserves the right to modify or terminate these benefits.

Although it is never entirely clear whether an employer

effectively retained the right to modify or terminate retiree
— benefits, courts generally recognize this right. See Alday v.

Container Corp. of America, 906 F.2d 660 (llth Cir. 18990});

Bma-51




v. International Contreols Corp., 12 EBC 1727 (S5.D. Fla. 1980).
Any such changes that affect employees subject to the Company’'s
collective bargaining agreement with the Communications Workers of
America would be subject to bargaining pursuant to that contract.

Company employees currently also have the option of
purchasing, on an employee-pay-all basis, supplemental transplant
assistance protection, long term care protection, and supplemental

term 1life insurance protection. The Company does not consider
these benefits to be "post-retirement benefits" because they are
funded by employee premiums.

INFORMATION PROVIDED BY: (NAME): Reezin N. Swilley

(ADDRESS): 1155 Peachiree Street, NE
Atlanta, GA 30357
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') Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1992

Item No. 179

Page 1 of 1

- REQUEST: Please explain and quantify how the change from the
cash to accrual method for ratemaking will result in an
excess of immediate or long-term benefits over the cost

== of providing those benefits.

RESPONSE: Accounting for the costs of postretirement benefits
using an accrual rather than cash method provides
benefits to both the Company as well as future
ratepayers. The Company benefits immediately because
it will recover the full costs of providing
telecommunications services as those services are being

- provided. Future ratepayers will benefiit because they

will not incur costs related to providing prior
periods' telecommunications services. In additien,

,;} both the Company and ratepayers will benefit from using

o the accrual method since it more appropriately

distributes the expense to the years in which the

services are provided.

G

The Company has made no attempt to gquantiiy the
immediate or long term benefits discussed above.

i

INFORMATION PROVIDED BY: H. A. Paisant
Operations Manager
675 W. Peachtree Street

- Atlanta, Georgia 30375

]
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens’ 8th Interrogatories
Juoe 16, 1992

Item No. 217

Page 1 of 1

REQUEST: ,
217. Please provide a schedule that presents the monthly
balance of uncollectible accounts reserve from January 1990 through
the present.

RESPONSE:
Monthly balance of uncollectible account reserve (account 1181):

Month 1990 1991 1992
January (28,493,295.35) (23,970,186.58) (25,328,716.19)
February (28,753,690.68) (23,986,614.31) (26,273,055.13)
March (29,673,347.61) (23,769,685.87) (24,471,073.81)
April (27,046,232.39) (23,710,172.96) (26,903,032.61)
May (27,028,238.72) (21,726,364.58) (27,118,093.77)
June (25,744,134.21) (22,908,905.92)

July (24,758,571.16) (16,988,639.64)
August (25,003,247.02) (18,401,084.65)
September (21,857,465.17) (18,058,667.96)
October (21,048,808.42) (26,920,429.41)
November (21,443,174.00) (25,117,093.99)
December (22,178,935.89) (24,280,108.52)

The fluctuation in July-September 1991 was caused by the implementation of
the regionalization of BAPCO Uncollectibles. This change mechanized the
write—off of BAPCO amounts and initially wrote off more than one month.

Prior to this change BAPCO write-offs were done manually via Form 5031,
on an account by account basis. This was a lengthy process for approvals. It
appears there was a slow down in the processing of 5031's the month prior
‘to the implementation, which caused the initial mechanized processing of
more than one month.

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320

150 W. Flagler Street

Suite 1901

Miami, Florida 33130
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Southern Bell Telepbone & Telegraph Co.
FPSC bocket No. 920260-TL

Citizen’s sth Interrogatories

Jupe 16, 1992 '

Item No. 182

Page 1 of 8

REQUEST: Please provide a schedule that presents the following bad debt data
for 1983, 1989, 1990 and 1591.

a. Billed Reverues
b. BActual write—-offs net of recoveries

c. Bad Debt provisiocn

RESPONSE: See attached copies of the Form M Analysis of Uncollectibles

Schedules for 1988 through 1591.

RESEONSE PROVIDED EY: T. F. lLohbman (305) 530-5320
150 W. Flagler Street
Suite 1901
Miami, Florida 33130
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CGitizens’ 8th Interr.

June 16, 1592

i Ttem No. 182
Upcollectible Accounts (1181, 1191 & 1201) Page 2 of 8
Schbedulc B~

— f‘ompauy Southern Bell Teleptiooe and Telegraph Company — Hondz
"Forrb-c Yw&da:!DcccmbchI 1991

e g

_— AJR—AJ.low AR ~ Allow. N@Rw.
Line Telecomm. Other -Allow.
No. |Descriptica Acct 1181 Acct 1191 Acct 1201
__ | | |Balance at Beginning of the Year s 22,178,936 (S 3
2 |Add. Provisioa for Uncoll. Made During the Year (=) 44 039,805
3 |Collection of Amounts Previously Written off 3,262,995
_ | 4 |Other Credits () 23,606,538
5 | Towl Credits S 70,909,338 $0 | 50
T | 6 |Uncollectibles Written off during the Year 32,449,141
7 |Other Debits (Explain in 2 Note) © | 36,359,024
1 8 | Total Debits S 68,808,165 50 $0
| 9 |Balance at End of the Year 1S 24,280,109 30 50
_ 10 |Total Operating Reveaues for the Year $ 3,140,365,056
11 |[Net Write offs during the YeanLine 6 minus Line 3) Y 29,186,148
.-1 12 |Ratic of Line 11 to Line 10 (d) 0.93%
7313 |Ratio of Line 2 to Line 10 © 1.40%
~1 14 |Uncoll. Wrinen off during the Year for Affiliates: s 0
g
Footmotes:

1) This amount includes Uncollectible Amounts for Telecommumications and Other Noarsgulated Operating
Revenus.

b) Provision for uncollectible intrastate and intsrstate amousts, charged to Account 4010 to discount
purchases of accounts receivable from other, is made in respondent’s Account 1181, Accounts Receivable
Allowance Telecommunications.

¢} Qther Debits for uncollectible accounts coasists primarily of amounts written off in connection

with the purchase of accounts receivable of others for services provided by others.

d) This ratic was developed using Total Openating Reveaues which includes allowance for Uncollectible
Reveaues. This ratio would be 0.94% if widollectible reveaues were excluded from Total Operating Revenue.
¢) This ratio was developed using Total Operating Revenues which includes allowance for Uncotlectible
Revepues. This ratio would be 1.42% if uncollectible revenues were excluded from Total Operating Reveaue.

M -2
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Uncollectible Accounts (1181, 1191 & 1201)

Citizens’ gth Tnterr.

June 16, 1992
Item No. 182

Schedule B4 Page 3 of 8
Company: Southern Bell Telephone and Telegraph Company - P]mda
.} For the Year Ended December 31, 1990
--------- AfR-A!.lcrw | AIR = Allow. Notes Rec.
Line | Telecomm. Otber —-Allow,
No. |Description Acct 1181 Acct 119] Acct 1201
1 |Balance at Begioning of the Year (2) $27,950,175 30 30
2 |Add. Provision for Uncoll. Made During the Year {(b) 30,637,123 0 o
3 |Collection of Amounts Previously Writtez off 3,474,194 0 0
4 [Other Credits 0 0
5 Tota! Credits $34,111,317 $0 S0
6 Usncollectibles Written off during the Year 30,175,673 0 0
7 |Other Debits (Explain in a Note) {c) 9,706,883 0 0
8 Total Debits 539,882,556 0 50
9 |Balance at End of the Year 522,178,936 s0 50
10 |Total Operating Revenues for the Year $3,119,921,505 |
11 [Net Write offs during the Year(Line 6 minus Line 3)| $26,701,479 _
12 |Ratio of Line 11 to Line 10 0.86%}
I3 |Ratio of Line 2 to Line 10 0.98 %
14 {Uncoll. Written off during the Year for Affiliates: $0

Footpotes (2), (b), and (¢): See Next Page
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Uncollectible Accounts (1181, 1191 & 1201)
Schedule B~
~~, Company: Southern Bell Telephone and Telegraph Company — Honda

Citizens-s gth Interr.
June 16, 1992
Ttem Ro. 232

Page 4 of g

31~‘ar the Year Ended December 31, 1990 '

Notes for Schedule B—4

Footnote (a}
Respondents’ Mode of Reportine in this Schedule:

Provisions for unco_llcctablc intralata local, toll and miscelianeous
revenues are made in respondents’ Account 1181, Account Receivable
Allowance Telecommunication.

Foomote (b)
Basis used to determine the accruals chareed to Account S301:

The following procedure is used to determine the accruals for
uncollectible intralata revenues reflected on Line 2:

1. Studies are made quarterly to determine the number of
"Uncollectible months™, i.e., the weighted average number ‘of months
intervening between Lhc time an uncollccuble dollar is earned and
the time 1t is written off as uncollectible.

2. Each month the portion of the current month's revenues that will
prove uncollectible is estimated by a2pplying to such revenues a
percentage developed by dividing:

(2) Net Uncollectible (current write—offs less recoveriss of prior
write-offs) experienced during the 3 months immediately preceding the
current month,

by

(b) Revenues earned during 2 3 month period ending as many months
prior to the current month as equals the number of the respondents’
"uncollectible months” referred to in Paragraph 1, above.

3. The estimate in 2 above, is the computed accrual for the month.
It is reviewed in the light of the current collection trends, current
economic trends, etc. and may be adjusted upward or downward as
deemed appropriate in the ¢circumstances.

Foomote (¢)
Other Credits 2and Debits for uncollectible accounts:

Other credits and debits consist of $9,706,883 in uncollectible
reserve adjustments in 1990. These adjustments are pnman]y for
receivables purchased from other carriers in connecton with the
provision of billing and collecting services. The uncollectible
reserve amount for purchased receivables is netted against
remittances made for the purchases.

The debits also reflect adjustments in the reserve for carrier
access. -

L
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. Citizens’ 8th Interr,
Uncollectible Accounts (1181, 1191 & 1201) June 16, 1992

Schedule B—~4 Iten ?0 fm
e 8
Compapny: Southern Bell Telephone & Telcgraph S5 ©

For the Year Ended December 31, 1989

Line Teleconm. Other ~Allow.
No. |Description Acct 1181 Acct 1191 Acct 1201
I |Balance at Beginning of the Year ()| $21,673,048 5 A 0
2 |Add. Provision for Uncoll. Made During the Year () 29,245 902
3 [Collection of Amounts Previously Written off 2,070,350
4 |Other Credits
5 Total Credits $31,316.252 |$ 0]s o
6 |Uncellectibles Written off during the Year 24,225 311
7 |Other Debits (Explain iz a Note) (e} 813,814
8 Total Debits $25,039,125 |5 0|3 0
$ |Balance at Eod of the Year : $27.950,175 | 0ls 0
10 {Total Operating Revenues for the Year £3,030,071,769
11 |Net Write offs during the Year(Line 6 minus Line 3) $22,154,961 |$ 0|8 0
12 |Ratio of Line 11 to Line 10 3%
13 |Ratzo of Line 2 to Line 10 97% |-
14 [Amt Incl. on Line 2 Attributable to Affll. Receivables 236,825 {5 01s 0
15 |Uncoll. Writizn off during the Year for Affiliates: S 0|5 0]s 0

Footnotss (2), (b) 2nd {¢): See Next Page.
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Gitizenss gty pq
Jupe 16, 1992
Item No. 187
Page 6 of g

Notes for Schedules B4
Foomote (a):

Respondents' Mode of Reporting in this Schedule:

Provisions for uncollectible intralata jocal, toll and miscellancous revepues are made in respoodeat’s
Account 1181, Accounts Receivable Allowance Telecommunication.

Foomots (b):

Basis used to determine the accruals charged to Accouat 5301:

The following procedure is used to detzrmine the accruals for uacollectible intralatz revenues refiecied

on Lipe 2:

1. Studies are made quarterly to detzrmine the number of *Uncollectible months®, i.e., the weighted
zverage number of months interveaing between the time an uncollectible dollar 15 carned and the

tme it is wrinizn off as uncollectible.

2. Each mounth the portion of the current month's revenues that will prove uscollectible is estimated
by applying to such revenues a percentage developed by dividing:

(a) Net Uncollectible (current write—offs less recoveries of prior writz—ofis)
experienced during the 3 months immediately preceding the current moath.

by

(b) Revenues earned during 2 3 morth period ending 2s many months prior o
the current month as equals the number of the respondent’s “uncollectible
months” referred to in Paragraph 1, above.

3. The estimate in 2 above, is the computed sccrual for the month. It is reviewed in the light of
the current collecion trends, current economic trends, ¢tc. and may be adjusisd vpward or
downward zs deemed appropriate in the circumstances.

Foowmote (c):

Otber Credits and Debits for uncolicctible accounts:

Other credits and debits consist of $813,814 in wncollectible rescrve adjustments in 1989. These
arc primarily for receivables purchased from other carriers in connection with the provision of billing
and collecting services. The uncollectible reserve amount for purchased reccivables is netted against

remittances made for the purchases.

The debits also reflect adjustments in the reserve for carrier access.
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| f
| UNCOLLECTIBLE ACCOUNTS (ACCOUNT 1181 and ACCOUNT 1191} . Southern Bell Telephone L Telegraph-Florida|
| (Company) |
J I
| Yeor Ended December 31, 1988 i
I f
| 066 12/88 !
| FORK H SCKEOULE 21 (Code) (o yy) i
I I
| | ! !
P [ Amount at End | Amount at £nd |
P Keme of Creditor | of the Year | of the Tear |
b (Ten largest ltemt in excess of $1,000,000.} | Account 1181 | Account 1191 |
. I (2) | tb) ] (e) |
;.;_‘.' ’ .................. PR vrramamvens P tisenans temeucenane trtesasentaneteenn PP trmetesenrane teteacessrarrrrrenns .i.‘.............l ...... treanvarne .!
=t7 | 1 [salsnce at 8egiming of the Yeer |s 20,800,253 {3 ]
| 2 |Accruats Charged | 24,294,972 | ]
| 3 |Collection of Amounts Pravicusly Written off | LN | |
[ 4 [0ther Credits } 0| |
:.: t ]... ...... ......I ..... tinessevsnan l
|8 | Totsl Credits s 25,712,243 |2 |
I l | ............... | ................. I
N] [uncollectibies Uritten Off During the Year | 21,882,232 | !
& } 7 |other Deblts (Explain In & Note) i ’ | 3,007,216 | |
; I l . l----.q -------- -l-- ------ -.---o--.l
(18] totat oedite _ I 24,869,448 |8 !
l t I---.. ......... .l... ..... weassasan ,
Q'I ? jBalance at End of the Year I$ 21,643,048 |8 |
\] 1 i [remenennneaann. [coermens 0600006060 i
P | | l
I [ I...........--. I.......-.....- --I
|10 |Totst Operating Revenwe for the Yesr ]$5,003,706,543 | XXOXXXXXXXAUXXXX}
l I | ----- .......-..I--- ----- .--...-..‘
[11 [Net urite offs During the Year (Line & minus Line 3) |3 20,444,961 |3 j
l ‘ I .......... c....l-...... ..... .-..-I
|32 |Ratlo of Line 11 to Line 10 | 0.68%| XXXXXXXXXXKXXXXX | "
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citizens’ 8th Interr.
- Jumne 16, 1892
Ttem No. 1B2

Page 8 of 8
_.\} Arrwal Rf?:t of Southern Bell“l:lephone and Tcief:am Cu-:pu'—vy_'tlorida.;: ..... Year ended Dec:.r:-er 31,“1965
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?32. 33

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens’ 8th Interrogatories
June 16, 1992

Item No. 138

Page 1 of 1

REQUEST:
138. Please provide 2 detailed explanation for the higher than
normal furniture and artworks (account no. 6122) in May 1991.

RESPONSE:
The increase in-furniture and artworks expense in May 1991 was due to
the proration of expense furniture used in the Interexchange Carrier Point
of Contact Office, which is a multistate operation. These expenses were
prorated in May to the benefitting states using IntraCompany Investment
Compensation percentages already in use. Also, in May, billing was
increased due to a large number of furniture items that were repaired and
refurbished at the area CDC building.

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320

150 W. Flagler Street

Suite 1901

Miami, Florida 33130
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Yage 32
Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1992
Item No. 139
Page I of 1

REQUEST:
139. Please provide a detailed explanation for the higher than
normal office equipment (account no. 6123) for May and August 1991.

RESPONSE:
The increase in office equipment account 6123, in May 1991, was
due to the purchase of cargotainers used in the consolidation of
offices in the Marketing organization. Also, in May, a high
volume of voucher payments were processed to various corporations for
equipment rental and maintenance.

Voucher payments were processed for Company Communications Equipment
expense, in May and August 1991, for the quarterly rental or leasing

of pagers, which also contributed to the higher than normal expense

in office equipment for these months.

INFORMATION PROVIDED BY: T. F. Lohman (303) 530~5320

150 W. Flagler Street

Suite 1901

Miami, Florida 33130

BMA-70
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Page 24
Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1992
Item No. 144
Page 1 of 1

REQUEST:
144, Please provide a detailed explanation for the decline in
radio systems expense (account no. 6231) in November and December
1991,

RESPONSE:
The decline in radio systems expense, account 6231, in November
and December 1991, was due to the decrease in equipment rental and the
decrease in the purchase of replacement parts for both terrestrial
microvave and non—cellular expenses. In addition, plant labor was less
than usual due to the reduction of one work group and the conversion to
cellular and mobile phones.

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320

150 W, Flagler Street

Suite 190}

Miami, Florida 33130

RBMA-T]
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Page 34
Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens’ 8th Interrogatories
June 16, 1992
Item No. 150
Page 1 of 1

REQUEST:
150. Please provide a detailed explanation for the higher than
normal underground cable expense (account no. 6422) for September -
November 1991.

RESPONSE:
The higher than normal underground cable expense, account 6422, for
October 1991, was due to contracted labor charges for field verification
in Cocoa Main for (63) manholes and aerial locations.

Also, in October, payments were made for security service coverage from
July through September, for manhole observers, according to Dade County
ordinance.

In addition, payments were rade for services rendsred for the Wesconnett,
Mandarin, San Jose, Lake City Framme, Sanford Framme, New Smyrna Beac~,
Ridgewood and Fentress Wire Centers for pre~posting, ime and materials.

Supplier Bill Vouchers for engineering services in support of the
Metromover expansion project, was processed in October 1891, for the
Central Dade Engineering Office.

In the months of September through November, plant labor charges were

higher than normal due to cable failure in North Dade Village and cable
failure when ducts were cut at Kendall and 107 Avenue.

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320

150 W, Flagler Street
Suite 1901
Miami, Florida 33130

RBMA-72_
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Southern Bell Tel. & Tel. Co.
_ FPSC Docket No. 920260-TL
- Citizens® 8th Interrogatories
June 16, 1992
Item No. 153
Page 1 of 1

REQUEST:
153. Please provide a detailed explanation for the higher than
normal provisioning expense (account no. 6512) for September and

- December 1991.

RESPONSE:
The reason for the increase in September was due to a journalized

- "write down" of the Computer Spare Parts inventory. The December
increase was caused by adjustments to Corporate Communications Field
Stock and Customer Premise Equipment (CPE) Pantry Stock inventories.

Nt

INFORMATION PROVIDED BY: T. F. Lohman (3035) 530-5320

- 150 W. Flagler Street

—_ Suite 1901

Miami, Florida 33130

BMA-73
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1992

Ttem No. 131

Page 1 of 1

REQUEST:

Please provide the level of current accumlated pension plan
overfurding on a total Company and total intrastate basis.

RESFONSE:

At December 31, 1991, the BellSouth Management Pension Plan ("BSMPP")
had plan assets, at fair value, in excess of the projected benefit
obligation of $808,637,000; while the BellSouth Pension Plan ("2SPPY)
had plan assets, at fair value, in excess of the projected benefit
cbligation of $967,526,000.

It should be noted that these excess assets are primarily the result of
unrecocmized market gains. The BSMPP and the BSPP had unrecognized
gains of $695,917,000 and $1,036,036,000, respectively. In accordance
with accounting quidelines, these gains, or in some cases, leosses, are
amortized when the accumlated pool exceeds 10% of the greater of the
projected benefit obligation or the fair market value of assets as of
the beginning of the year. The Financial Accounting Standards Board
proscribed this method of recognition as a means of protecting
corpanies (ard the ratepayer) from volatile changes in pension expense
from year to year due to temporary changes in the financial market.

We believe that an allocation to intrastate of the excess assets would
be lnappropriate. As we pointed out above, these gains will not begin
to be recognized by the Company until the cumilative total exceeds the
10% rule, or the assets are sold.

INFORMATION PROVIDED BY: H. A. Paisant

Operations Manager
675 W. Peachtree Street
Atlanta, Gecrgia 30375

BMA-74
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) Scrthern Bell Telephone & Telegraph Co.
FPSC Docket No. 520260-TL
Citizen’s 8th Interrogatories
Jume 16, 1992
Item No. 171

Page 1 of 1

- REQUEST: Please provide the basis used by the Comnission for establishing

pension expense in the Company’s last litigated proceeding (i.e.,
SIAS no. 87, cash contribution, actuarial study, etc.).

RESFONSE: The basis used by the Ccomission for establishing pension expense in
Docket 880069-TL was Statement of Financial Accounting Standard
- (STAS) No. 87, adopted by Southern Bell for ratemaking purposes
effective January 1, 1988, in accordance with USOA Part 32.

RESPONSE FROVIDED EY: H. A. Paisant
Operations Manager
17¥61 SBC
Atlanta, GA

RMA-75
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Southern Bell Tel. & Tel. Co.
FpPSC Docket No. 920260-TL
Citizens' 8th Interrogatories
June 16, 1992

Item No. 173

Page 1 of 1

REQUEST:

Please provide the mest recent level of pension plan expense
collected from ratepayers in excess of pension plan cash funding
and explain how such amounts are treated for ratemaking
purposes, and why.

RESPONSE:

The following amounts represent pension expense in excess of
pension plan cash funding for 1921. These amounts include an
estimate of amounts allocated from affiliates, which are
included in overhead billings rather than being recorded as
pension expense. The amounts expensed are further estimated by
using the overall expense/capital percent for expenses cleared
from account 8701 for 1991, and by using the total operating
expense less depreciation ratios for regulated and intrastate.

Total Southern Bell s 72,902,817

Florida Intrastate $ 23,180,255

These are prudent and necessary employee benefit costs of deoing
business in order to compete for and retain qualified employees.
Costs incurred directly related to Southern Bell employees are
recorded through the Benefit Clearing Account 8701.XXXX and
cleared to expense and plant accounts based on salaries and
wages of employees 1n theose accounts. Costs allocated or
charged to Southern Bell from affiliates are expensed in the
current period. The amounts expensed and the current portion of
any capitalized amounts (through depreciation expense) are
included in cost of service, which matches the costs to the
period in which service is provided.

INFORMATION PROVIDED BY: H. A. Paisant
Operations Manager
675 W. Peachtree Street
Atlanta, Georgia 30375

AMA - 74




Scheduls,

Southern Bell Tel.

& Tel. Co.

FPSC Docket No. 920260-TL
Citizens' 8th Interrogatories

June 16, 1992
Item No. 189
Page 1 of 9

REQUEST:
Please provide a schedule breaking down total
advertising expense contained in cost of service for the
following categories and provide copies of such
advertisements for each category.
a. Institutional
b. Promotional
c. Informatiocnal
d. Legal
e. Financial
£. Job Vacancies
g. Other (Explain)
RESPOKSE:

Please see attached copy of MFR Schedule C-10 (page 2).

Specifically in response to this request:

a. Institutional (corporate): Excluded from cest of

i service
Promotional (product): $ 11,833,912

Legal: None

i QU

Informational/Community Affairs: $61,700

. Financial: Not separately categorized
. Job Vacancies: Not separately categorized

Coples of advertising script for advertisements funded
by BellSouth Corporation, and allocated in part to
Southern Bell, have been previously provided in this
docket in response to Citizens' Production of Documents
Request No. 49 as well as Citizens' Preoduction of
Documents Request No. 111. The BellSouth advertisements

are part promotional and part institutional.

Attached

as pages 3 through 9 are examples of the promctional

advertisements run by Southern Bell.

INFORMATION PROVIDED BY: E. A. Paisant
Operations Manager
675 W. Peachtree STreet
Atlanta, Georgia 30375

RMA-777



citizens’ 8th Interr.
June 16, 1992
ITtem No. 189
Page 2 of 9
i . bdvertising Expesses
By Subaccomnt

Schedule C-10

FLORIDA POBLIC SERVICE COXXISSIOR
Page 1 of 1

Coepany Soothere Bell Telephone & Telegraph Co.
Docket Ko,  §20280-TL Kitvess Eesponsible
Test Teer 1981

Chect Khether Dzta la:
Eistoric {1} or Projected [ ]
bverage [ ] or Tear End [I}

. Lecount/ (Product) (Corporzte) Cotrenity Intrestate
Subaccornt Prosotiocnzl Tnstitulional Izforeatioszl Lifairs Total
{1} {0 i (4] {5 (6)
£E33. 0600 11.504, 885 - 11,504,895
§722.0000 PNy 533.13 B22,148
£722.6400 51,768 ¢ £1,700
iffilizted Billicg frop BSS/BeliCORE; (5,000 {5,000
included in overbesd chzrges for various services
R 11,833,012 $8,131 g £1,760 12,474,744
I, r This apount izcludes both Cocvunity Lifzirs and Inforeztioenzl
N Bdvertising; brezidosn pot availeble.

State the cocpeny's proposed ratesaiing trezirent for accounts shomn on this scbedele:
The Tostitutiezal (Corperate) Advertising total in Celurn 3 has been excluded

froc ratenating vis proforwa adjustrents. A1l otber avounis are included in
rateraking erpenses.

Supporiing Schedules: Pecap Schedules:

BmA-78




Citizenss gth Interr

June 16, 1992
Item No. 189

Page 3 of 9
TUCKER WAYNE/ LLICKIE &COMPANY
BellSouth Services :60 Radio
BSS BSL BO 4509 9/20/91 BS04509/bss
Business Sales AG/ ju
“Interior
Decorators”

As Produced

ANNCR(V/0):

FRENCH WOMAN:
AMERICAN MAN:

ENGLISH WOMAN:

AMERICAN MAN:
ANNCR:

FRENCH WOMAN:

ENGLISH WOMAN:

AMERICAN MAN:
ANNCR:

FRENCH WOMAN:
AMERICAN MAN:

ERGLISH WOMAN:

ANNCR:

Imagine three great interier designers trying to agree on
a room’s decor.

First I would have Louis XIV furniture...

No! Early American!

Nol No!

Broke!

Baroquel
You mean we’ll have to fix it.
Collaboration never comes easy. Especially when it comes
to business communications. Great individuzl parts don't
necessarily make a great network.

And on the mantie a bust of Nzpoleon!

Nol! No! Shakespeare!

C'mon! a bowling trophy there.

At Southern Bell (South Central Bell) we have the services
to tie everything together. For example, our
MemoryCall(R) Deluxe Voice Messaging Service answers your
phone when you can’t. And you don’t have to buy or
install any new equiﬁment. So you achieve greater
control, performance, and productivity with your business
communications.

And in front of the fireplace...

A bear skin rug!

What a grizzly idea!

Southern Bell (South Central Bell). Talk to us first.
Call 1-800-522-BELL.

together.

We have the vision to put it ali

E)
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TUCKER VWAYNE/ LLICKIE &COMPANY
BeliSouth Services :60 Radio
BSS BSL BO 4509 9/20/91 BS04509/bss
Business Sales AG/Ju
“Hair Stylist
(pg.32)

As Produced

ANNCR:

PATSY:

BEVERLY:

PATSY:
FLO:
ANNCR:

BEVERLY:

PATSY:
FLO:

BEVERLY:

ANNCR:

FLO:

BEVERLY:

ANNCR:

Imagine three great hair stylists trying to agree on one
great coiffure.

I say we give it this cute Tittle beehive Took...

No! No! It should be a pompadour!
In a pig's eye!

Uhhh...don’t you mean pig tail?
Collaboration never comes easy. Especially when it comes 1o
business communications. Great individual parts con’t
necessarily make a great network.

Mon ami! Anything but pig tales!

Okay...ponytail!

No! Ducktails!

Oh my! I think I could use a cocktail!

At Southern Bell (South Central Bell) we’ve helped
businesses meet their needs by designing the best, and most
reliable fiber optics networks with superior {ransmission
quality. It comes complete with built-in security, route
diversity, and is monitored 24 hours a day by our
communications experts.

I say we shave it...put a safety pin in it...and call it
Punk!

Oh please! That simply won’t cut it!
Southern Bell (South Central Bell}.
1-800-522-BELL.

Talk to us first. Call
We have the vision to put it all tegether.

H i &
i v n
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C ¥ d Item No. 189
E Page S of 9
TUCKERVVAYNE/ LLICKIE & COMPANY
BeliSouth gervices 60 Radio
BSS BSL BO 4509 9/20/91 BS04509/bss
Business Sales AG/1f
"Poets"

As Produced

ANNCR (V/0): Imagine three great poets trying to create one great poem.
EDNA ST. VINCENT

MILLAY: My candle burns at both ends...

ALFRED LORD

TENNYSON: ...right! As into the Valley of Death road the six hundred!
ELIZABETH BARRETT

BROWNING: But you’ve ruined fdna‘s candle metaphor, Mr. Tennyson!
TENNYSON: Candle? I thought she said cannon.

ANNCR (V/0): Collaboration never comes easy. £Especially when it comes to
business communications. Great individual parts don’t
necessarily make a great network.

TENNYSON: My dear Mrs. Browning, what’s wrong with cannons booming at
both ends?

ELIZABETH: Let me count the ways!

ANNCR: At Southern Bell (South Central Bell) we have the services

to help tie everything together. For example, our new
WatsSaver(SM) service, works with the equipment you already
have in place to give every phone in your office
simultaneous WATS access 24 hours a day, 7 days a week. HNow
at prices more affordable than ever.

TENNYSON: Yes...we’1l have candles volleying and thunderingf

EDNA: Ohhh, you and your beastly charge!l

ANNCR(V/0}:  Southern Bell (South Central Bell). Talk to us first. Call
1-800-522-BELL.
We have the vision to put it all together.

RMA-71 ¢
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Citizens’ 8th Interr.
June 16, 1992

Item No. 189

Page 7 of 9

In theory it sounds great. But if they don't share the same vision. the result could be a blueprint for filure.

B In much the same way, it takes more than great components to make a great government communications network.
That's where Southern Bell comes in. We have the depth of resources and the broad
B experience in government communications to R
help you look at your informasion systems as )
a whole. Our nerwork designers can evaluaze
your specific applications and help you
determine the most effective combinanon of
- communications services.
| N Saving tax dollars, state and local
__: governments across the South are optimizing
their networks while improving public services, through Southern Bells strategic use of
_ emerging technologies. Enhanced connectdvity and companbility help each resource do more. This aliows economies of
scale, easier sharing of information, and more effectve interagency cooperanon.
- We can help you coordinate emergency response capabilities with group fax and handle peak koads of financial and
statistical data with hish-capacity digital bandwidths on demand. With televideo and imaging
- capabilisies, police can receive fingerprint and photographic reports on dhe scene. Courts can use the same technology
for televideo arraignments, and schools can broaden dheir curricula with distance Jearning.
— For more great ideas on unifying your communications network, cali Southern Bell firstar 1800522-BELL.
We can help you design & communicasions plan that's a strong foundation for betxer government.
—_ WE HAVE THE VISION TO PUT IT ALL TOGETHER.

SouthemBell

—

. RmA-33
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GET
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IMAGINE THE GREATEST AREHIT

o A e

s

ER ON ONE BUILDING.,

- In theory it sounds great. But if they don't share the same vision. the result could be a blueprint for fatlure.
in much the same way: it takes more than great components to make a great government coMmuNIcations nenwork.

We have the depth of resources and the industry-specific experience 1o help you look at your communications as a whole. We

-
can evaluate voice, data. imaging and specialized applications 1o find the most effecrive combinarion for your specilic needs.

_ A good example is how our nerwork design center is helping state and local governments save tax dollars while
improving public services. Through strategic use of emerging sechnologies, Southern Bellis optimizing government
nerworks so each resource can do more. By allowing departments of public safety: trunsporation and education as well as
law enforcement and other agencies 1o share the same network. these enhancements make it
possible for government ofiices 10 rake advantage of economies ol'scale and avoid duplication.

- The network can be easily updated so public services can benetit from the latest advances
without large expenditures 1o replace obsolere equipment,

-~ For more great ideas on vaifyving vour communications network cull Southern Bell at

1800 522-BELL. We'll helfp vou design a plan thats a strong foundation for herer geneenment.
—_ WE HAVE THE VISION TO PUT 1T At TOGH "+
—

Southern Bell RM"' g 4

-ABELLSOUTH COMPANY -




ABGINE THE WORL
av'“ ' '
!

-
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In theory it sounds great. But if they don't shace the same vision,
the result could be a blueprint for failure.

In much the same way, it takes more than great coinponents to make a great government
communications network. We have the depth of resources and the industry-specific experience to help
you look at your communications as
a whole. We can evaluate voice, data,
imaging and specialized applications
to find the most effective combination
for your specific nceds.

A good example is how our
network design center is helping
state and local governments save

tax doltars while improving public

services. Through strategic use of

emerging technologics, Southern Dellis optimizing government networks so cach resource can do more,
By allowing departments of public safety, transportation and education as well as

faw enforcement and other agencies to share the same network, these enhancements make it possible for

government offices to take advantage of economies of scale and avoid duplication.

“I'he network can be casily updated so public services can benefit from the latest advances without

large expenditures to replace obsolete equipment.

For more great ideas on unifying your communications network call

Southern Bell at 1 800 522-BELL. We can help you design a communications plan that's Y
a strong foundation for better government. \E g g
. il 1]
WE HAVE THE VISION TO PUT IT ALL TOGETHER, o s
&

QO v~

a)]

TR
w D
v W
N

SouthemBell’

ABELLSOUTH COMPANY

O1TN Serbern ekt

SSUIBZTITO

- LIUT U3IS



Scheduls, 3

Southern Bell Tel. & Tel. Co.
"3 FPSC Docket No. 920260-TL
i Citizens' 8th Interrogatories
June 16, 19892
— Item No. 199
Page 1 of 13

REQUEST:

Please provide the level of payments made to industry

organizations other than nembership dues included in cost of
- serxrvice along with a description of each payee organization or

project.

RESPONSE:

Payments made to industry organizations octher than membership

dues could include subscriptions, which are categorized as
follows:

- (1) Subscriptions - Ceneral Companv Benefit (EXTC 438):

Includes costs for voluntary payments made by the
Company to or on behalf of trade, technical,
professional and other non-company organizations that
have as their purpose the betterment of the commercial
and business interests of the community from which the
company may reasonably expect to benefit.
Representative organizations are:

&;;”

-~ Civic planning funds
Minority groups

Research bureaus

Taxpayers groups

Urban coalitions (local)
Vocations guidance institutes

= (2) Subscriptions — Specific Organization Benefit (EXTC 441):

Includes costs for voluntary payments made by the
i Company to trade, technical, professional or other non-
company organizations that provide benefits to the work
of a specific company organization. These costs are
charged to the appropriate operating account for that
organization. Representative non-company organizations
are:

= Council for Financial 2id to Education (Public Rela-
tions expense)
Engineers Joint Council (Engineering expense)

- Occupational Health Institute (Medical expense)
Wharton School ~ Center for Financial Research
" {(Treasury expense)

) Bma-8(,



. Southern Bell Tel. & Tel. Co.
T FPSC Docket No. 920260-TL
- Citizens' 8th Interrogatories
June 16, 1992
- Item No. 199
Page 2 of 13

(3) Subscriptions — Stimulation of Business (EXTC 442):

Includes costs for veluntary payments made by the

- Company to trade, technical, professicnal or other non-
company organizations that provide some stimulation or
increase in business as a result of this activity.

- These payments are cecnsidered part of the company's
advertising program. Representative organizations are:

Carnivals
Civic celebrations
Conventions
Fairs
- Merchant associations

~= Attached is a printout showing the 1991 expenses for each of the
above three categeries, by payes. These amounts are summarized

. below:
=385 EXTC 438 EXTC 441 EXTC 442 TOTAL
SB - Headguarters 117,990 31,645 $149,635
- 2llocated to Fleorida 51,337 13,769 65,106
Incurred by Florida 621,960 3,883 5,000 632,853
= Florida Total 697,959
Florida Intrastate 475,489

INFORMATION PROVIDED BY: H. A. Paisant
Operations Manager
675 W. Peachtree Street
Atlanta, Georgia 30375

AMA-g
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Southern Bell Tel. & Tel. Co.
é} FPSC Docket No. 920260-TL
Staff’s 1lst Set of Interrogatories
May 27, 1992
Item No. 8
Page 1 of 1

REQUEST: Did Southern Bell of Florida incur any severance pay associated
vith early retirement of employees or termination of employees
due to office consolidations or implementation of any cost
savings programs in 1991? If so, identify the tctal company and
intrastate amount. Provide the company’s requested rate-making
treatment of this expense, if any exists.

- RESPONSE: Yes. Southern Bell operations in Florida incurred expenses in
connection with its Voluntary Snhanced Early Retirement (VEER)
Programs in 1991. The felloving costs were incurred:

Florida Combined Florida Intrast-te
_ VEER 1991 $12,627,603 $ 9,627,524
VEER 1991 Relocation 5,259,739 4,010,125
VEER 1990 (True-Up) 47,100 35,910
TOTAL $17,934, 442 $13,673,559

The above costs are necessary and prudent costs of our

- business. As they are necessary and prudent costs, Southern
Bell has included these costs in its operating expenses for
calendar year 1991.

- INFORMATION PROVIDED BY: H. A. Paisant

Operations Hanager

675 Vest Peachtree Street
= ttlanta, Georgia 30375

RKMA-99



Sehedule 4

southern Bell Telephone & Telegraph Co.
FPSC Docket No. 920260-TL i
Citizen’s 8th Interrogatories

sl June 16, 1992
ot Ttem No. 208
Page 1 of 3

REQUEST: Please provide the following monthly data for each separate type of
self-funded reserve for claims and damages from January 1?88 to
- present and provide updates as additional data become available.

a. hAccruals
— b. Actual Claims
c. Balance

RESPONSE: a. The Coopany does not record accruals for self-funded reserves for
claims and damages.

b. The following amounts are for Florida claims paid during 1988

- through May, 1992. The amounts are listed by type of claim for
1988 and 1589. Subsequent to 1989, only total claims amounts are
available.

— Motor

Vehicle
Related

_ Motor Personal Personal Property

1988 Vehicle Injury Injury Damadge  Vendor Other
January $ 5,780 $10,370 $22,375 $ 8,318 $3,600 § —

et February 9,935 120 == 10,100 == 232

—% March 22,043 1,000 50 23,088 — -—
April 8,579 5,621 15,931 13,437 i ==
May 10,154 = 3,500 8,536 —_ —-—

— June 12,481 -— 1,701 10,397 1,612 _—

' July 3,495 ~— —_ 7,693 - —_
August 13,284 -~ —_— 10,841 —_ 318

- September 12,604 - _ 5,990 47 —
October 17,471 — —_ 8,010 4,523 =
November 9,133 - - 7,221 —_— —_—
December 3,398 — — 9,181 —

Motor
Vehicle
— Related ]
Motor Personal Personal Property
1989 Vehicle Injury Iniury Damage  Vendeor Other

_ Jamary $ 4,673 2§ —- $ — $12,405 § — $ —
February 9,277 - —_— 5,519 — —
March 3,957 - - 17,893 _— —
April 11,638 - — 10,871 —_ —

- May 7,324 — - 9,134 3,225 -
June €,600 — - 7,224 == S

July 9,108 — == 7,315 , == o -—

— August 14,566 - - ~ 12,370 1,910 127
Septenber 9,278 17,250 2,400 12,7158 - —

— October 15,034 = 600 8,485 2,500 =
_ November 16,355 125 == 3,590 = ==
December 1,740 8,961 —_ _




Southern Bell Telephone & Telegraph Co.
FPSC Docket No. 920260-TL

Citizen’s 8th Interrogatories

June 16, 1992

Item No. 208

Page 2 of 3
1950 Total Only
January  $188,717
February 9,653
March 25,493
april 36,131
May 38,460
June 104,830
July 58,760
August 23,088
September 5,676
October 14,096
November 41,209
December 303,140
1991 Tot=1 Cnly

January S 37,380
February 47,887

March 109,766

2pril 31,370

May 53,971

June 56,443

July 67,416

august 44,800

September 43,402

October 92,088

November *

December %

Total $698,657

*Individual numbers & dellars for November & December not available,
but "Total' includes all 12 months. R
1992 Total omly

January § 98,689
February 42,375
March 19,557
2pril 46,892
May 34,869%
June

July

August

September

October

November

December

*No figures available past 5/25 (Date of comnversion to new system
which is not yet fully operational)

AMA- 10 |




Southern Bell Telephone & Telegraph Co.
FPSC Docket No. 920260-TL

Citizen’s 8th Interrogateries

June 16, 1992

Item No. 208

Page 3 of 3

The following amounts represent claims settlements handled by
the Legal Department for 1988 through May, 1992.

1988 1990

January S 62,000 January S 13,400
February 87,900 February {18,600)
March 57,300 March 155,000
2April 15,000 April 47,500
May 1,300 May 81,800
June 65,400 June 149,500
July 63,700 July 421,600
Auxqust 2,000 August 41,500
September 5,000 September 506,300
October 95,200 october 20,000
November 192,600 November 16,000
Decembexr 61,000 December 451,000
TOTAL $ 708,400 TOTAL $1,885,000
1989 - 1991

January $ 100 January $ 198,000
February 8,600 February 22,200
March 617,800 March 23,300
April 121,500 April 198,500
May 113,700 May 30,900
June 216,500 June 112,100
July 120,500 July 91,600
August 35,500 august 528,900
September 95,500 September 159,000
October 15,700 October 1,029,600
Novenber 328,500 November 352,500
December 42,500 December 316,000
TOIAL $1,716,400 TOTAL $3,062,600
1992

January S 79,000

February 177,100

March 89,700

April 6,600

May 98,200

c. Because there are no accruals, there is no reserve balance.

INFORMATION PROVIDED BY: H. A. Paisant

Operations Manager
675 West Peachtree Street
atlanta, Georgia 30375
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Sehedule. 1O

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 820260-TL
Ccitizens' 8th Interrogatories
June 16, 1982

Item No. 188

Page 1 of 1

REQUEST:

Please provide the annual level of outside services expense from
1988 through 1991 and the anmount included in cost of service.

RESPONSE:

Although it is unclear from the broad term "cutside services
eypense" precisely what is meant by the questlon, Southern EBell
is providing expense for contracted services including fee
payments for surveys and appraisals; contracted labor for repalr
and upkeep of furniture, office ecquipment, and EDP equipment; and
contracted plant labor and engineering work. The amounts
included in operating expense for 1988 through 1991 are shown
below (in thousands):

Total Intrastate Exvense
l988 $100,116 $67,803
1¢8% 93,405 60,455
1220 81,70% 59,833
191 109,323 72,121

INFORMATION PROVIDED BY:
H. A. Paisant
Operations Manager
675 W. Peachtree Street
Atlanta, Georgia 30375
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CERTIFICATE OF SERVICE

DOCEKET NO.

920260-TL

I HEREBY CERTIFY that a copy of the foregoing has been

furnished by U.S. Mail or hand-delivery to the following parties on

this 18th day of December, 1992.

Marshall Criser, III

BellSouth Telecommunications,
Inc. (Southern Bell Telephone
& Telegraph Company)

150 S. Monroe St., Suite 400

Tallahassee, FL 32301

Harris B. Anthony

BellSouth Telecommunications,
Inc. (Southern Bell Telephone
& Telegraph Company)

150 W. Flagler St., Suite 1910

Miami, FL 33130

Robin Norton

Division of Communications
Fla. Public Service Commission
101 East Gaines Street
Tallahassee, FL 32301

Doug Lackey

BellSouth Telecommunications,
Inc. (Southern Bell Telephone
& Telegraph Company)

4300 Southern Bell Center

Atlanta, GA 30375

Mike Twomey

Department of Legal Affairs
Attorney General

The cCapiteol Bidg., 16th Floor
Tallahassee, FL 32399-103%50

Laura L. Wilson

Messer, Vickers, Caparello,
Madsen & Lewis, P.A.

P.O. Box 1876

Tallahassee, FL 32302-1876

Angela Green

Division of Legal Services
Fla. Public Service Commission
101 East Gaines Street
Tallahassee, FL 32301

Edward Paschall

Florida AARP Capital City Task
Force

1923 Atapha Nene

Tallahassee, FL 32301

The American Association of
Retired Persons

c/o Bill L. Bryant, Jr.

Foley & Lardner

215 S. Monroe St., Suite 450

P.0O. Box 508

Tallahassee, FL 32302-0508

Richard D. Melson

Hopping, Boyd, Green & Sams
23 South Calhoun Street
P.0O. Box 6526

Tallahassee, FL 32314

Michael J. Henry

MCI Telecommunications Corp.
MCI Center

Three Ravinia Drive
Atlanta, GA 30346

Lance C. Norris, President

Florida Pay Telephone Assn., Inc.

8130 Baymeadows Circle, West
Suite 202
Jacksonville, FL 32256




Joseph A. McGolthlin

Vicki Gordon Kaufman
McWhirter, Grandoff & Reeves
522 E. Park Ave., Suite 200
Tallahassee, FL 32301

Rick Wright

AFAD . _
Fla. Public Service Commission
101 East Gaines Street
Tallahassee, FL 32301

Peter M. Dunbar

Haben, Culpepper, Dunbar
& French, P.A.

306 N. Monrce St.

P.0O. Box 10095

Tallahassee, FL 32301

Patrick K. Wiggins
Wiggins & Villacorta, P.A.
P.0. Drawer 1657
Tallahassee, FL 32302

Dan B. Hendrickson
P.O. Box 1201
Tallahassee, FL 32302

Monte Belote

Florida Consumer Action Network
4100 W. Kennedy Blvd., #128
Tanmpa, FL 33609

Cecil 0. Simpson, Jr.

Peter Q. Nyce, Jr.

Regulatory Law Office

Office of the Judge Advocate
General

Department of the Army

901 North Stuart St.

Arlington, VA 22203-1837

Joseph P. Gillan

J. P. Gillan and Associates
P.O. Box 541038

Orlando, FL 32854-1038

C. Everett Boyd, Jr.

Exrvin, Varn, Jacobs, Odom & Ervin

305 8. Gadsden Street
P.0O. Drawer 1170
Tallahassee, FL 32302

Chanthina R. Bryant
Sprint

3065 Cumberland Circle
Atlanta, GA 30339

Michael W. Tye

AT&T Communications of the
Southern States, Inc.

106 East College Avenue

Suite 1410

Tallahassee, FL 32301

Florida Hotel and Motel Assn,
c/o Thomas F. Woods
Gatlin, Woods, Carlson

& Cowdery
1709-D Mahan Drive
Tallahassee, FL 32308

Douglas S. Metcalf
Communications Consultants, Inc.
1600 E. Amelia St.

Orlando, FL 32803-5505

Benjamin H. Dickens, Jr.

Blooston, Mordkofsky, Jackson
& Dickens

2120 L Street., N.W.

Washington, DC 2&037

Charles J. Beck
Deputy Public Counsel




