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1 SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY

2 TESTIMONY OF DAVID B. DENTON

3 BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
4 DOCKET NO. 920260-TL

5 JULY 2, 1993

6

9 Q. PLEASE STATE YOUR NAME, ADDRESS AND POSITION WITH
10 BELLSOUTH TELECOMMUNICATIONS INCORPORATED.
11

12 A. I AM DAVID B. DENTON. MY BUSINESS ADDRESS IS 675

13 WEST PEACHTREE STREET, ATLANTA, GEORGIA. MY

14 POSITION IS OPERATIONS MANAGER IN THE REGULATORY
15 POLICY AND PLANNING DEPARTMENT OF BELLSOUTH

16 TELECOMMUNICATIONS INC. D/B/A SOUTHERN BELL

17 TELEPRONE AND TELEGRAPH COMPANY (SOUTHERN BELL OR
18 THE COMPANY).

19

20 Q. PLEASE GIVE A BRIEF DESCRIPTION OF YOUR BACKGROUND
21 AND EXPERIENCE.

22

23 A. I SERVED IN THEE UNITED STATES MARINE CORPS FROM

24 1954 TO 1958. I WAS GRADUATED FROM THE UNIVERSITY
25 OF MIAMI IN 1961 WITH A BACHELOR OF BUSINESS
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ADMINISTRATION DEGREE CUM LAUDE IN ECONOMICS AND
WAS AWARDED A MASTER OF ARTS DEGREE IN ECONOMICS IN
1964 FROM THE SAME UNIVERSITY. 1IN 1979, I WAS
AWARDED A MASTER OF SCIENCE DEGREE IN ADVANCED

MANAGEMENT FROM PACE UNIVERSITY.

I BEGAN EMPLOYMENT WITH SOUTHERN BELL IN 1962 AND
HELD VARIOUS POSITIONS IN THE COMMERCIAL DEPARTMENT
BEFORE JOINING THE HEADQUARTERS RATES CORGANIZATION
IN 1966. I HAVE HELD VARIOUS POSITIONS AT SOUTHERN
BELL HEADQUARTERS IN ATLANTA AND AT AT&T
HEADQUARTERS IN NEW YORK CITY IN THE RATES AND
TARIFF AREA. SINCE NOVEMBER 1991, I HAVE BEEN IN
THE BELLSOUTH TELECOMMUNICATIONS HEADQUARTERS
REGULATORY POLICY AND PLANNING DEPARTMENT. I HAVE
TESTIFIED BEFORE THIS COMMISSION AND BEFORE THE
GEORGIA, NORTH CAROLINA; AND SOUTH CAROLINA
COMMISSIONS. ATTACHED TO MY TESTIMONY IS AN
EXHIBIT (DBD-1) LISTING THE SPECIFIC STATE DOCKETS

IN WHICH I HAVE TESTIFIED.
WHAT IS THE PURPOSE CF YOUR TESTIMONY?
THE PURPOSE OF MY TESTIMONY IS: (1) TO DEMONSTRATE

THE SUCCESS OF THE EXISTING INCENTIVE SHARING PLAN

-2-
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APPROVED BY THE FLORIDA PUBLIC SERVICE COMMISSION
("FPSC" OR "COMMISSION")} ON OCTOBER 13, 1988, IN
ORDER NUMBER 20162; (2) TO OUTLINE THE CHANGES
THAT HAVE OCCURRED IN THE EVOLVING
TELECOMMUNICATICNS INDUSTRY SINCE 1988 AND
PARTICULARLY IN THE LAST FEW YEARS; AND (3) TO

REQUEST AN EXTENSION OF THE CURRENT PLAN.
PLEASE DESCRIBE THE BACKGROUND OF THIS PROCEEDING.

SOUTHERN BELL HAS QOPERATED UNDER ITS CURRENT
INCENTIVE SHARING PLAN SINCE OCTOBER OF 1988. 1IN
ADOPTING THIS PLAN, THE COMMISSION CLEARLY
RECOGNIZED THE CHANGING ENVIRONMENT IN FLORIDA.
SPECIFICALLY, IN AUTHORIZING SOUTHERN BELL’S

INCENTIVE SHARING PLAN, THE COMMISSION SAID:

THE TELECOMMUNICATIONS INDUSTRY HAS BEEN AND
CONTINUES TO BE IN A STATE OF CHANGE. MORE AND
MORE ASPECTS OF THE RELEVANT MARKETS ARE
BECOMING COMPETITIVE. A LOCAL EXCHANGE COMPANY,
SUCH AS SOUTHERN BELL, MUST ADAPT TO THE NEW
COMPETITIVE WORLD IN WHICH IT FINDS ITSELF.

THIS COMMISSION MUST ALSO RECOGNIZE THESE
FUNDAMENTAL CHANGES IN THE INDUSTRY AND ALLOW

-3-
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SOUTHERN BELIL TO TRANSITION ITSELF FOR THESE
CHANGES. WE THUS BELIEVE THAT THE INCENTIVE
ASPECTS OF THIS PLAN WILL ASSIST IN THIS

TRANSITION PROCESS. (PAGE 6)

SINCE 1988 THE TELECOMMUNICATIONS ENVIRONMENT IN
FLORIDA HAS CONTINUED TO CHANGE. THE NEW
TECHNOLOGY, INCREASED COMPETITION AND REGULATORY
POLICY DECISIONS THAT HAVE RESULTED IN MANY

BENEFITS FOR FLORIDA CONSUMERS HAVE, AT THE SAME

TIME, CREATED CHALLENGES FOR SOUTHERN BELL. AS THE

TESTIMONY IN THIS CASE WILL DEMONSTRATE, SOUTHERN
BELL HAS RESPONDED PROPERLY TO BOTH THE
OPPORTUNITIES AND CHALLENGES THAT HAVE ARISEN FROM

INCREASING COMPETITION.

SECTION 1: ACCOMPLISHMENTS UNDER THE INCENTIVE

SHARING PLAN

WHAT WAS THE INTENT OF THE 1988 INCENTIVE SHARING

PLAN?

THE INTENT OF THE INCENTIVE SHARING PLAN WAS TO
IMPROVE SOUTHERN BELL’'S INCENTIVES TC INCREASE
EFFICIENCIES AND TO SEEK OUT NEW REVENUE

-4-
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OPPORTUNITIES. AS DR. WILLIAM TAYLOR STATED IN HIS
JUNE 10, 1988 REBUTTAL TESTIMONY IN DOCKET NO.

880069-TL:

SUCH IMPROVEMENTS IN INCENTIVES WILL PROVIDE
IMMEDIATE AND DIRECT BENEFITS TO FLORIDA
RATEPAYERS IN TERMS OF LOWER COSTS AND IMPROVED
SERVICES. 1IN ADDITION, THIS PLAN WILL PROMOTE
THE GROWITH OF COMPETITIVE VALUES WITHIN SOUTHERN
BELL'S MANAGEMENT WHICH WILL PRODUCE LONG-RUN
BENEFITS FOR FLORIDA TELECOMMUNICATIONS

CONSUMERS.

REGULATORY INCENTIVE PLANS, SUCH AS FLORIDA’S
INCENTIVE SHARING PLAN, ARE DESIGNED TO REWARD BOTH
LONG TERM PLANNING AND SHORT TERM ACTIONS TO REDUCE
COSTS AND IMPROVE SERVICE. THEY MORE CLCSELY
RESEMBLE THE TYPE OF INCENTIVES THAT COMPETITIVE

FIRMS FACE.

PLEASE DESCRIBE THE RESULTS AND ACCOMPLISHMENTS

UNDER THE PLAN.

IN ORDER TQO BECOME MORE SUCCESSFUL IN THE
INCREASINGLY COMPETITIVE TELECOMMUNICATIONS

-5-
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ENVIRONMENT, SOUTHERN BELL HAS BECOME MORE
EFFICIENT AND HAS PROVIDED EVEN MORE VALUE TO ITS
CUSTOMERS. I WILL DISCUSS EFFICIENCIES IN SOME

DETAIL FIRST AND THEN TURN TO OTHER INITIATIVES.

SOUTHERN BELL HAS ACHIEVED SIGNIFICANT COST SAVINGS
SINCE 1988, CREATED MAINLY THROUGH CONSOLIDATING
OPERATIONS, STREAMLINING PROCESSES, INTRODUCING
MECHANIZATION WHEREVER PRACTICAL, REDUCING
MANAGEMENT FORCE AND FURTHER ENCOQURAGING

COST-CONSCIOUS DECISIONS.

JUST A FEW EXAMPLES INCLUDE THE FOLLOWING:

-- IMPLEMENTATION IN 1990 OF AUTOMATED ALTERNATIVE
BILLING SERVICE, WHICH ALLOWS FOR AUTOMATIC
COMPLETION COF STATION COLLECT AND THIRD~NUMBER
BILLED CALLS, HAS RESULTED IN MORE THAN $13

MILLION IN SAVINGS THROUGH YEAR END 1992.

—-— MECHANIZING THE ADMINISTRATIVE PROCESSES
ASSOCIATED WITH ENGINEERING WORK ORDERS HAS

REDUCED COST BY APPROXIMATELY $1.5 MILLION.

—-— CONSOLIDATION OF THE INTEREXCHANGE CARRIER (IXC)
-6~
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SERVICES CENTER OPERATION IN 1991 HAS CREATED

SAVINGS OF MORE THAN $3.5 MILLION THROUGH 1992.

OTHER EXAMPLES INCLUDE ENHANCEMENTS TO THE
BELLSOUTH DATA NETWORK, REGIONALIZATION OF FLEET
OPERATIONS, PROPERTY AND ADMINISTRATIVE SERVICES,
AND IMPLEMENTATION OF DIGITAL AUTOMATIC CALL
DISTRIBUTORS WHICH REDUCE OPERATOR WORK TIME.
ADDITIONAL DETAII FOR THESE EXAMPLES CAN BE FOUND
IN THE MINIMUM FILING REQUIREMENTS (MFRS}),
SCHEDULES C-19 SUBMITTED IN MAY, 1992 AND JULY,

1993.

THE COMPOSITE OF THE VARIOUS EFFICIENCIES
INTRODUCED SINCE 1988 HAVE CONTRIBUTED TO OUR
OVERALL REDUCTION OF COST OF SERVICE PER ACCESS
LINE FROM $520.10 IN 1938 TO $501.83 IN 1992. THIS
IS ESPECIALLY SIGNIFICANT CONSIDERING THAT PRICE
INFLATION HAS INCREASED BY JUST OVER 21% DURING
THIS TIME. THESE COSTS PER ACCESS LINE ARE
DESCRIBED BY QUR ACCOUNTING WITNESS, MR. WALTER
REID AND INCLUDE ADJUSTMENTS FOR COMMISSION
ALLOWANCES, DISALLOWANCES AND SPECIAL ACCOUNTING

CONVENTIONS.
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THE "EMPLOYEES PER 10,000 ACCESS LINE" RATIO IS
FURTHER TANGIBLE EVIDENCE OF OUR ENHANCED
EFFICIENCY. THIS MEASURE REFLECTS IMPROVEMENT FROM
48 EMPLOYEES (11 MANAGEMENT, 37 NON-MANAGEMENT) PER
10,000 ACCESS LINES IN 1988 TO ONLY 37.1 (7
MANAGEMENT, 30 NON-MANAGEMENT) IN 1992. THESE
RESULTS ARE CALCULATED BASED ON ACCESS LINE GROWTH
FROM APPROXIMATELY 4.1 MILLION AT YEAR END 1988 TO
MORE THAN 4.8 MILLION AT YEAR END 1992. THEREFORE,
RESULTS HAVE BEEN ACHIEVED NOT ONLY THROUGH A
REDUCTION OF TOTAL EMPLOYEES, BUT ALSO WITH A

SUBSTANTIAL INCREASE IN THE NUMBER OF ACCESS LINES.

REFLECTED IN THIS MEASURE ALSO IS AN IMPROVEMENT IN
QUR MANAGEMENT-TO-CRAFT EMPLOYEE RATIO BY NEARLY
27% FROM 1: 3.43 IN 1989 TO 1: 4.35 IN 1992. THIS
REPRESENTS DRAMATIC IMPROVEMENT WHEN COMPARED TO
THE 4% CHANGE FROM 1985 (1: 3.26) TO 1988

(l1: 3.39). THESE RESULTS INCLUDE OUR 1990 AND 1991
EARLY RETIREMENT OFFERS THAT WERE TAKEN BY 989
FLORIDA MANAGEMENT EMPLOYEES, THEREBY PROVIDING FOR
ONGOING COST REDUCTIONS AND AN OPPORTUNITY TO

FURTHER IMPROVE EFFICIENCY.

IR ADDITION TO THE EFFICIENCIES THE COMPANY HAS
-8-
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ACCOMPLISHED, PLEASE DESCRIBE OTHER INITIATIVES

THAT HAVE ENHANCED VALUE TO CUSTOMERS.

SOUTHERN BELL HAS STRENGTHENED ITS EFFORTS TQ ADD
VALUE FOR CUSTOMERS BY INTRODUCING MNEW SERVICES,
EXPANDING THE AVAILABILITY OF OPTIONAL VERTICAL
SERVICES, AND IMPLEMENTING COMPETITIVE PRICING.
SUCH EFFORTS HELPED SQUTHERN BELL SUSTAIN ITS
EARNINGS THROUGHOUT THE PLAN PERIOD DESPITE THE
UNEXPECTED RECESSION, A DISASTROUS HURRICANE, AND

THE INCREASING ONSLAUGHT OF COMPETITION.

SINCE THE IMPLEMENTATION OF THE INCENTIVE SHARING

PLAN, SOUTHERN BELL HAS CONTINUED TO BRING MANY NEW

PRODUCTS AND SERVICES TO THE MARKETPLACE. FROM

1988 TO 1992, NEARLY 80 NEW TARIFF OFFERINGS WERE

INTRODUCED IN FLORIDA, AS COMPARED TO APPROXIMATELY

42 BETWEEN 1983 AND 1987. ALSO, WE HAVE CONDUCTED

MORE THAN 30 SPECIAL PROMOTION AND "GET ACQUAINTED"

OFFERS SINCE 1988 TO INTRODUCE OUR CUSTOMERS TO THE

BENEFITS OUR SERVICES PROVIDE.

IN ADDPITION TO THESE NEW TARIFF OFFERINGS, THE

COMPANY ALSO HAS DEVELOPED INNOVATIVE IDEAS FOR

PACKAGING EXISTING SERVICES. FOR EXAMPLE, THE
-g-
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MULTI-FEATURE DISCOUNT PLAN WAS SUGGESTED BY OUR
CUSTOMER SERVICE REPRESENTATIVES IN FLORIDA TO
SIMPLIFY THE PRICING STRUCTURE FOR MULTIPLE
DISCRETIONARY SERVICES (I.E. CUSTOM CALLING
SERVICES, TOUCHSTARR, RINGMASTERR). THE RESULTING
PROPOSAL, WHICH WAS APPROVED BY THIS COMMISSION,

PROVIDES A COMMON, UNDERSTANDABLE RATE STRUCTURE.

FURTHER, WE HAVE INTRODUCED DISCOUNT TOLL PLANS

SUCH AS WATSSAVER® AND SAVERSERVICER

WHICH WERE
BOTH IMPLEMENTED IN 1989. THESE CALLING PLANS
ENABLE OUR ACCOUNT TEAMS TO OFFER COMPETITIVE TOLL
RATES TO CUSTOMERS BASED ON VOLUME USAGE SIMILAR TO

THE RATE STRUCTURE OF OUR COMPETITION.

SINCE 1988 WE HAVE REDUCED RATES FOR INTRALATA
MESSAGE TELECOMMUNICATIONS SERVICE (MTS) BY 30% TO
BENEFIT OUR TOLL CUSTOMERS. WE ALSO HAVE REDUCED
RATES FOR SWITCHED ACCESS SERVICES BY 40% SINCE
1688. THESE REDUCTIONS TO INTEREXCHANGE CARRIERS
CAN PROVIDE ADDITIONAL BENEFITS TO CUSTOMERS
THROUGH EXPECTED INTEREXCHANGE CARRIER TOLL RATE
REDUCTIONS. FURTHER ACCESS REDUCTIONS ARE PROPOSED

IN THIS PROCEEDING.

-10-
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ARE THERE ADDITIONAL PROGRAMS THAT SOUTHERN BELL

HAS IMPLEMENTED TO BENEFIT CUSTOMERS?

YES. AS SOUTHERN BELL CONTINUES TO FOCUS FIRST
AND FOREMOST ON THE NEEDS OF ITS CUSTOMERS, IT HAS
DEVELOPED AND IMPLEMENTED CUSTOMER-ORIENTED
PROGRAMS. FOR EXAMPLE, "QUICKSERVICE" IS A NEW
PROGRAM WHICH CAN ESTABLISH AND MAINTAIN 2 WORKING
LINE FROM THE CENTRAL OFFICE TO THE CUSTOMER’S
LOCATION, ALLOWING THE COMPANY TO PROVIDE SAME DAY

SERVICE.

OUR BUSINESS OFFICE HOURS AND DAYS OF OPERATION
HAVE BEEN EXPANDED TO MEET MORE CLOSELY THE NEEDS
OF OUR CUSTOMERS. CUR RESIDENCE BUSINESS OFFICES
ARE NOW OPEN FROM 7 A.M. TO 10 P.M. MONDAY THROUGH
FRIDAY, AND 7 A.M. TO 6 P.M. ON SATURDAY. OFFICES
THAT SERVE OUR BUSINESS CUSTOMERS ARE NOW OPEN FROM
8 A.M. TO 6 P.M. MONDAY THROUGH FRIDAY, AND 8 A.M.

TO 4:30 P.M. ON SATURDAY.

AS FURTHER EVIDENCE OF OUR EFFORTS TO IMPROVE
CUSTOMER SERVICE, WE HAVE ESTABLISHED
INTERDEPARTMENTAL TEAMS TO SMOOTH THE INTRODUCTION
AND DELIVERY OF THE COMPANY’S PRODUCTS AND

_11_
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SERVICES. THESE CHANGES, AS WELL AS OTHERS, HAVE
BEEN PUT INTO PLACE TO MAKE OUR SERVICE MORE
CONVENIENT FOR CUSTOMERS AND TO PROVIDE THEM WITH

THE FEATURES THAT THEY DESIRE.

ALTHOUGH NOT ALL INCLUSIVE, THESE ARE SOME OF THE
SPECIFIC STEPS THAT WE HAVE TAKEN TQO INCREASE

EFFICIENCIES AND ADD VALUE FOR OUR CUSTOMERS.

WHILE UNDER THE INCENTIVE SHARING PLAN, HAS THE
COMPANY CONTINUED TO INVEST IN AND ENHANCE ITS

INFRASTRUCTURE?

YES. THROQUGH PRUDENT, WELL PROGRAMMED INVESTMENT
SUPPORTED BY THIS COMMISSION, SOUTHERN BELL
ACCOMPLISHED THE FOLLOWING LEVELS OF INFRASTRUCTURE

DEVELOPMENT BY YEAR END.1992:

-- 98% OF ACCESS LINES ARE EQUIPPED WITH SYSTEM
SIGNALING SEVEN (SS7), THE TECHNOLOGY WHICH
ENABLES SUCH SERVICES AS CALL RETURN OR CALLER
ID TO OPERATE BETWEEN CENTRAL OFFICES. IN
1988, ONLY 51% OF ACCESS LINES WERE SO

EQUIPPED.

-12-
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97% OF ACCESS LINES ARE EQUIPPED WITH THE
ABILITY FOR QUR CUSTOMERS, THROUGH THEIR
INTEREXCHANGE CARRIERS, TO USE THE ABOVE
REFERENCED FEATURES BEYOND SOUTHERN BELL’S
LATAS. 1IN 1988, THERE WERE NO ACCESS LINES

WITH THIS CAPABILITY.

98.5% OF FLORIDA'S CENTRAL OFFICES HAVE FIBER
OPTIC INTEROFFICE FACILITIES, INCREASING THE
RELIABILITY AND CAPACITY OF THESE ROUTES. 1IN
1988, ONLY 81% OF CENTRAL OFFICES WERE SO

CONFIGURED.

58% OF FLORIDA'’S CENTRAL OFFICES HAVE DIVERSE
FIBER OPTIC FACILITIES TO THEIR RESPECTIVE
SERVING TANDEMS, PROVIDING ADDITIONAL NETWORK

RELIABILITY. THEIS IS COMPARED TO 14% IN 1988.

BACK-UP ACCESS TANDEMS FOR NETWORK
SURVIVABILITY NOW SERVE THE SOUTHEAST, ORLANDO

AND JACKSONVILLE LATAS.

THESE ENHANCEMENTS BENEFIT CUSTOMERS IN MANY WAYS.

AS AN EXAMPLE, THE VALUE OF BACK-UP AND ALTERNATE

FACILITIES WAS DEMONSTRATED ON DECEMBER 18, 1991,

-13-
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WHEN WE EXPERIENCED A MAJOR CABLE CUT IN THE
FACILITIES SERVING THE WEST PALM BEACH LATA TANDEM.
DUE TO THE INHERENT DISASTER RECOVERY CAPABILITY
THAT HAD BEEN PLANNED AND BUILT INTO SOUTHERN
BELL'S NETWORK, TRAFFIC WAS IMMEDIATELY ROUTED TO
THE MIAMI LATA TANDEM WHICH MINIMIZED CUSTOMER
SERVICE DIFFICULTIES. SUCH ROUTE DIVERSITY AND
BACK~UP ALTERNATIVES ARE BASICALLY TRANSPARENT TO
CUSTOMERS BUT ALLOW FOR THE PROVISION OF

UNINTERRUPTED TELECOMMUNICATIONS SERVICE.

CAN YOU DESCRIBE ADDITIONAL BENEFITS WHICH
CUSTOMERS HAVE RECEIVED WHILE SOUTHERN BELL HAS

OPERATED UNDER THE CURRENT INCENTIVE SHARING PLAN?

YES. ONE OF THE MOST IMMEDIATE BENEFITS TO
CUSTOMERS WAS THE RATE REDUCTIONS AND REFUNDS OF
MORE THAN $1.18 BILLION THROUGH 1992. OBVIOUSLY,
NOT EVERY CUSTOMER RECEIVED THE SAME BENEFIT,
HOWEVER, ASSUMING APPROXIMATELY 4.5 MILLION ACCESS
LINES IN SERVICE, THIS WAS EQUIVALENT TO $262 PER
ACCESS LINE. CUSTOMERS ALSC BENEFITED FROM A CAP
ON RESIDENTIAL LOCAL TELEPHONE RATES, WHICH REMAIN

AMONG THE LOWEST OF ANY STATE IN THE NATION.

-14-
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NOT ONLY HAVE OUR CUSTOMERS RECEIVED THESE TANGIBLE
BENEFITS, BUT FLORIDA’'S LEVEL QOF UNIVERSAL SERVICE,
AS DEFINED BY TELEPHONE PENETRATION, HAS CONTINUED
TO IMPROVE. THE MOST RECENT FCC STATISTICS ON
TELEPHONE SUBSCRIBERSHIP LEVELS INDICATE THAT THE
TELEPHONE PENETRATIQN IN FLORIDA HAS CONSISTENTLY
SHOWN AN UPWARD TREND FROM AN AVERAGE OF 92.2% IN
NOVEMBER, 1988 TO 93.7% IN NOVEMBER 1992.
SUBSCRIBERSHIP CONTINUED TO INCREASE EVEN DURING
THE RECENT RECESSION, WHEN FLORIDA'S UNEMPLOYMENT

ESCALATED FROM 5.6% IN 1989 TO 8.2% IN 1992.

WHAT HAVE SOUTHERN BELL'S EARNINGS BEEN UNDER THE

CURRENT INCENTIVE SHARING PLAN?

SOUTHERN BELL’S ACHIEVED INTRASTATE EARNINGS IN
FLORIDA HAVE BEEN 13.69% FOR 1988 AND 1989, 13.81%
FOR 1990, 13.17% FOR 1991, AND 12.36% FOR 1992.
MR. WALTER REID, SOUTHERN BELL'S ACCOUNTING
WITNESS, WILL PROVIDE ADDITIONAL INFORMATION

REGARDING SOUTHERN BELL’S EARNINGS.

THESE RESULTS ARE IN SPITE OF OPTIMISTIC FORECASTS,

INCREASED COMPETITION, SEPARATIONS CHANGES AND A

SEVERE ECONOMIC DOWNTURN. IN ADDITION, SINCE OUR
-15-
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FILING IN 1992, SOUTHERN BELL HAS EXPERIENCED THE
DEVASTATING EFFECTS OF HURRICANE ANDREW, WHOSE
HUMAN AND ECONOMIC COSTS WILL BE BORNE FQR MANY
YEARS TO COME.

WITHOUT THE IMPROVEMENTS AND PROGRAMS PREVIOQUSLY
DESCRIBED, WE MAY NOT HAVE EARNED WITHIN THE
AUTHORIZED RANGE. INSTEAD WE MIGHT WELL HAVE BEEN
BEFORE THIS COMMISSION ASKING FOR AN OVERALL RATE

INCREASE.

IN YOUR OPINION, WOULD THE SAME RESULTS HAVE

OCCURRED UNDER TRADITIONAL RATE BASE REGULATION?

NO. WHILE IT IS DIFFICULT TO ATTRIBUTE SPECIFIC
COMPANY PROGRAMS OR ACTIONS SOLELY TO THE INCENTIVE
SHARING PLAN, THE POSITIVE RESULTS LEAD US TO THE
OPINION THAT THESE RESULTS WOULD NOT HAVE OCCURRED
TO THE SAME DEGREE UNDER TRADITIONAL RATE BASE
REGULATION. INDEED, THESE RESULTS WERE ACHIEVED IN
SPITE OF THE NEGATIVE, UNFORESEEN EVENTS WE FACED

DURING THE PLAN’S TERM.

WHAT IS CERTAIN IS THAT THE INCENTIVE PLAN HAS
ENCOURAGED THE COMPANY TO EVOLVE A 100-YEAR OLD
-16-
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MONCPOLY WAY OF THINKING TO ONE THAT IS BASED ON
COMPETITION. THE PLAN HAS CREATED AN ENVIRONMENT
IN WHICH PROCESS IMPROVEMENT, COST REDUCTION, AND
SERVICE INNOVATION ARE PART OF OUR DAILY
ACTIVITIES. TANGIBLE EVIDENCE DOES EXIST THAT THE
COMPANY HAS BEEN SUCCESSFUL IN THIS EFFORT. THE
BENEFITS AND RESULTS OF INCENTIVE REGULATION HAVE
BEEN DESCRIBED GENERALLY IN MR. WALTER REID’S AND

MY TESTIMONY.

SECTION 2: CHANGES IN THE TELECOMMUNICATIONS

INDUSTRY

WHAT HAS HAPPENED IN THE TELECOMMUNICATIONS

INDUSTRY SINCE SOUTHERN BELL'S FILING IN 19882

THE LANDSCAPE OF THE TEtECOMMUNICATIONS INDUSTRY
HAS CHANGED DRAMATICALLY. TECHNOLOGY, STRATEGIC
ALLIANCES, AND POLICY DECISIONS HAVE CHANGED THE
STRUCTURE OF THE MARKET. THESE FORCES WILL
ACCELERATE THE PACE OF COMPETITION IN ALL AREAS OF
THE LOCAL TELEPHONE BUSINESS. TO DEMONSTRATE THIS
VERY IMPORTANT POINT, I WILL ADDRESS THESE THREE

AREAS SEPARATELY.

-17-
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TECHNOLOGY

DO YOU EXPECT THE IMPLEMENTATION OF NEW TECHNOLOGY
TO CONTINUE DURING THE PROPOSED EXTENSION OF THE
CURRENT PLAN, WITH A CONSEQUENT INCREASE IN THE

LEVEL OF COMPETITION FOR SOUTHERN BELL'S SERVICES?

ABSOLUTELY. FOR EXAMPLE, TELECOMMUNICATIONS
TECHNOLOGY HAS MADE POSSIBLE PERSONAL
COMMUNICATIONS SERVICE (PCS), A FORM OF WIRELESS
COMMUNICATIONS THAT IS EXPECTED TQO HAVE A
SUBSTANTIAL IMPACT ON THE TELECOMMUNICATIONS
INDUSTRY. TRADITIONALLY, THE BULK OF OUR REVENUES
AT RISK HAVE BEEN ASSOCIATED WITH THE BUSINESS
MARKET. PCS, THOUGH, MAY BE ATTRACTIVE TO THE
RESIDENTIAL USER AS WELL AND, AS THE TECHNOLOGY
IMPROVES, WIRELESS SERVICES WILL LIKELY NOT ONLY
COMPLEMENT BUT ALSO PROVIDE MANY OF THE SAME
SERVICES OFFERED TODAY BY THE LOCAL EXCHANGE

COMPANY (LEC) WIRELINE.

THE POTENTIAL IMPACT TO THE LECS IS CLEAR.

CELLULAR IS PROJECTED TO GROW AT ABOUT 33% FOR THE
NEXT YEAR, AND THAT 1S5 BEFORE WIDESPREAD DEPLOYMENT
OF PCS. AT THAT RATE OF GROWTH, THE "LAST MILE"

-18~
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WILL BE INCREASINGLY SUBJECT TO WIRELESS

COMPETITION.

CHANGES IN COST TOGETHER WITH TECHNOLOGICAL CHANGES
ARE NOT ONLY IMPACTING LEC FIBER DEPLOYMENT, BUT
ALSCO CABLE TELEVISION (CATV) INDUSTRY FIBER
DEPLOYMENT. THE IMPORTANT RESULT FOR BOTH THE CATV
AND LEC INDUSTRIES IS THAT FIBER ALLOWS MORE THAN
ONE APPLICATION. JUST AS TELEPHONE COMPANIES CAN
CARRY VIDEO OVER FIBER, CATV COMPANIES CAN CARRY

VOICE OR DATA OVER THEIR OWN FIBER.

INDEED, THERE MAY BE ENTIRELY NEW TECHNOLOGIES
IMPLEMENTED. AN EXAMPLE IS BEING PROMOTED BY FIRST
PACIFIC NETWORKS, INC., A CALIFORNIA-BASED
MANUFACTURER OFFERING TELEPHONE EQUIPMENT THAT
PROVIDES CATV OPERATORS THE ABILITY TO DELIVER
SWITCHED VOICE SERVICE TO THE HOME OVER EXISTING
COAXIAL CABLE. FIRST PACIFIC'S PATENTED TECHNOLOGY
ENABLES TELEPHONE AND DATA COMMUNICATIONS TO
COEXIST WITH BROADCAST VIDEQ TRANSMISSION OVER
HYBRID FIBER/COAXIAL CATV NETWORKS. THIS EQUIPMENT
CAN OPERATE WITHIN A WIDE SERVING AREA AND IS WELL
SUITED TO THE FIBER OPTIC MODERNIZATION PLANS OF
THE CATV INDUSTRY.

-19-
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WILL OTHER TECHNOLOGY DEPLOYMENT PLANS WITHIN
SOUTHERN BELL’S NETWORK EXPAND COMPETITION AND THE

AVAILABILITY OF NEW SERVICES?

YES. SOUTHERN BELL IS DEPLOYING AN ADVANCED
INTELLIGENT NETWORK (AIN) TO MEET INCREASING
CUSTOMER NEEDS. 1IN THE AIN, SERVICE APPLICATIONS
ARE MOVED FROM THEIR TRADITIONAL PLACE IN END
OFFICE SWITCHES TO ADJUNCT COMPUTERS LINKED TO THE

SWITCHES VIA SIGNALING SYSTEM 7 TECHNOLOGY.

THIS CHANGE ALLOWS FOR MORE RAPID SERVICE
DEVELOPMENT, MORE FLEXIBLE, CUSTOMIZED SERVICE
APPLICATIONS, AND LESS RELIANCE UPON SWITCH VENDORS
FOR SERVICE DEVELOPMENT. 800 SERVICE NUMBER
PORTABILITY AND EXPANDED BILLING VALIDATION
SERVICES ARE AIN SERVICE APPLICATIONS WHICH ARE
ALREADY AVAILABLE. FURTHER, RESIDENTIAL CUSTOMERS
WILL SOON BENEFIT FROM THE INTRODUCTION OF AN AIN
SERVICE, CALLER ID DELUXE, WHICH WILL ALLOW
DELIVERY OF THE DIRECTORY NAME ASSOCIATED WITH AN

INCOMING CALL.

SINCE SERVICE DEVELOPMENT WILL NO LONGER BE
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éONTROLLED BY SWITCH VENDORS, DEPLOYMENT OF AIN HAS
THE POTENTIAL FOR EXPANDING COMPETITION FOR THE
PROVISION OF END USER SERVICES ON SQUTHERN BELL'S
NETWORK. BELLSOUTH INTENDS TO FILE WITH THE FCC A
PLAN FOR AIN SERVICES WHICH WILL ALLOW THIRD PARTY
SERVICE PROVIDERS TO DEVELOP AND PROVIDE THESE END

USER SERVICES.

IN SUMMARY, THESE TECHROLOGIES AND MORE ARE ALREADY
MOVING FORWARD RAPIDLY. WE CAN EXPECT THAT THE
PACE WILL CONTINUE AND SIGNIFICANT CHANGES WILL
OCCUR IN THE YEARS TO COME. CONSEQUENTLY, THE
STRENGTH AND SHEER NUMBER OF COMPETITORS, ACTING
ALONE AND IN STRATEGIC ALLIANCES, WILL ALSO GROW.
CORRESPONDINGLY, THE RISKS TO SOUTHERN BELL, AND

INDEED TO EVERY LEC, WILL CONTINUE TO GROW.

COMPETITORS AND STRATEGIC ALLIANCES

WHAT ARE SOME OF THE PARTICULAR ACTIONS BY

COMPETITORS IN FORMING STRATEGIC ALLIANCES?

THERE HAS BEEN A DRAMATIC INCREASE IN STRATEGIC

ALLIANCES IN THE TELECOMMUNICATIONS INDUSTRY.

THESE ALLIANCES ARE BEING FORGED IN UNPRECEDENTED
-21-
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WAYS, AMONG MANY ALREADY WELL ESTABLISHED

COMPETITORS. EXAMPLES INCLUDE THE FOLLOWING:

(1) IN MAY, U.S. WEST ANNOUNCED THAT IT WOULD
INVEST $2.5 BILLION FOR A 25% SHARE OF TIME WARNER
ENTERTAINMENT. TIME WARNER IS THE COUNTRY'S SECOND
LARGEST CATV OPERATOR WITH SEVEN MILLION
SUBSCRIBERS. ONE BILLION DOLLARS OF THE INVESTMENT
WILL BE TARGETED TO ACCELERATE THE BUILDING OF FULL
SERVICE NETWORKS, SUCH AS THE ONE ANNOUNCED IN THE
ORLANDO AREA. THESE NETWORK MODERNIZATION PROJECTS
ARE EXPECTED TO BE COMPLETED BY 1998 FOR THE
MAJORITY OF TIME WARNER'S CATV SYSTEMS. EARLIER
THIS YEAR, TELE-COMMUNICATIONS INC. (TCI) ANNOUNCED
PLANS TO SPEND $1.9 BILLION BY 1996 SIMILARLY TO

UPGRADE ITS NETWORK WITH FIBER OPTIC FACILITIES.

(2) TCI AND COX ENTERPRISES, TWO OF THE LARGEST
CATV OPERATORS IN THE COUNTRY, PURCHASED TELEPORT
COMMUNICATIONS GROUP LAST YEAR. THEN, IN 1993,
THEY SOLD 40% OF TELEPORT TO COMCAST AND
CONTINENTAL CABLEVISION. THESE TRANSACTIONS HAVE
RESULTED IN THE SECOND LARGEST ALTERNATE ACCESS
VENDOR (AAV) IN THE U.S. BEING OWNED BY CATV
COMPANIES THAT SPAN THE COUNTRY AND HAVE FACILITY
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BASES IN MANY DISPERSED AREAS.

(3) IN APRIL OF 1992, CONTINENTAL CABLEVISION OF
JACKSONVILLE ANNOQUNCED A JOINT VENTURE WITH
HYPERION TELECOMMUNICATIONS, INC. OF STUART.
HYPERION IS A SUBSIDIARY OF ADELPHIA
COMMUNICATIONS, A CATV COMPANY. THE NEW COMPANY,
OPERATING UNDER THE NAME ALTERNET, IS NOW OFFERING
PRIVATE LINE AND DATA SERVICES, INCLUDING DS-3, TO

JACKSONVILLE CUSTOMERS.

{(4) THE SPRINT/CENTEL TELEPHONE MERGER RESULTED IN
SPRINT BECOMING THE FIRST COMPANY TO OPERATE IN THE
INTERSTATE LONG DISTANCE, LOCAL AND CELLULAR
TELEPHONE BUSINESSES. SPRINT NOW PROVIDES LOCAL
TELEPHONE SERVICE THROUGH 5.9 MILLION ACCESS LINES

IN 19 STATES.

(5) THE AT&T AND MCCAW ALLIANCE WILL COMBINE TWO
ALREADY WELL ESTABLISHED SEPARATE COMPETITORS INTO
A SINGLE FORMIbABLE COMPETITOR CAPABLE OF COMPETING
IN THE TRADITIONAL SERVICES, CELLULAR, AND PCS

ARENAS.

(6) 1IN EARLY JUNE, BRITISH TELECOM ANNOUNCED PLANS
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TO INVEST $4.3 BILLION TO BUY A 20% STAKE IN MCI.
THE TWO COMPANIES WILL FORM A NEW $1 BILLION JOINT
VENTURE TO DEVELOP AN INTELLIGENT NETWORK PLATFORM
TO PROVIDE A WIDE ARRAY OF SOPHISTICATED SEAMLESS
GLOBAL VOICE AND DATA TELECOMMUNICATIONS SERVICES.
THE CASH INFUSION WILL ALLOW MCI TO PURSUE ITS TWIN
CORE STRATEGIES OF FORMING GLOBAL ALLIANCES AND
EXPANDING ITS PRESENCE IN LOCAL COMPETITION AND NEW
AREAS OF TELECOMMUNICATIONS SUCH AS MULTIMEDIA,

WIRELESS, AND PCS.

(7) ALSO IN EARLY JUNE, TELEPORT ANNOUNCED JOINT
VENTURES WITH ELEVEN MAJOR CATV OPERATORS TO BUILD
NEW LOCAL FIBER NETWORKS IN CITIES ARQOUND THE

COUNTRY, INCLUDING IN MIAMI.

HAS THE PACE AT WHICE COMPETITORS ARE FORMING

STRATEGIC ALLIANCES ACCELERATED IN THE PAST YEAR?

DEFINITELY. THE ACCELERATED PACE OF COMPETITION IN
OUR INDUSTRY IS STAGGERING EVEN BEYOND THE
EXPECTATIONS OF A YEAR AGO. STRATEGIC ALLIANCES,
AS PREVIQUSLY DESCRIBED, ARE BEING FORMED AMONG
ENTRENCHED COMPETITORS, FURTHER STRENGTHENING THEIR
TECHNOLOGICAL AND COMPETITIVE POSITIONS.
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ARE THERE OTHER EXAMPLES OF INDUSTRY DEVELOFPMENTS

THAT MAY HAVE IMPLICATIONS FOR FLORIDA?

YES. CLEARLY, NETWORK MODERNIZATION PLANS BY MAJOR
CATV OPERATORS MAY HAVE SIGNIFICANT IMPLICATIONS
FOR FLORIDA WELL BEYOND TIME WARNER'S FULL SERVICE
NETWORK IN THE ORLANDO AREA. FOR EXAMPLE, TIME
WARNER, ALREADY CERTIFIED AS AN AAV IN FLORIDA, CAN
NOW PROVIDE PRIVATE LINE AND SPECIAL ACCESS
SERVICES. WITH THE RECENT ANNOUNCEMENT OF THE
PURCHASE OF AN AT&T ASYNCHRONOUS TRANSMISSION MODE
(ATM) SWITCH, THE CAPABILITY OF THE ORLANDO FULL

SERVICE NETWORK WILL BE GREATLY ENHANCED.

INTERMEDIA COMMUNICATIONS, INC., HEADQUARTERED AND
OPERATING IN FLORIDA SINCE 1988, ANNOUNCED THE
ADDITION OF SWITCHING CAPABILITY TO ITS NETWORK
LAST YEAR. 1IN ADDITION TC INTERMEDIA AND TIME
WARNER, TWELVE OTHER COMPANIES HAVE BEEN CERTIFIED

TO OPERATE AS AAVS IN FLORIDA SIKNCE JANUARY 1992.

COMPETITIVE DEVELOPMENTS IN THE LONG DISTANCE

SEGMENT OF THE INDUSTRY WILL AFFECT INTRALATA TOLL

SERVICES. THIS IS EVIDENCED BY THE RUSH OF SERVICE
-25-
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ENHANCEMENTS AND ADVERTISING REGARDING 800 NUMBER
PORTABILITY, ONGOING MERGER AND ACQUISITION
ACTIVITY AMONG THE SMALLER LONG DISTANCE PROVIDERS,
AND THE INTRODUCTION OF NEW CALLING PLANS SUCH AS
AT&T’S "THE i PLAN", MCI'S 1-800-COLLECT SERVICE,
AND SPRINT'S PARTNERING WITH VISA TO PROVIDE

ALTERNATIVE BILLING OF LONG DISTANCE CALLS.

ADDITIONALLY, VERY SMALL APERTURE TERMINALS (VSATS)
PRESENT A VIABLE ALTERNATIVE FOR LOW SPEED DATA
TRANSMISSION SUCH AS POINT-OF-SALE TRANSACTIONS.
RECENT TECHNOLOGY IMPROVEMENTS, HOWEVER, PERMIT THE
USE OF VSAT FOR VOICE APPLICATIONS AND
BROADCAST~QUALITY VIDEO AS WELL. AN EXAMPLE OF THE
IMPACT OF VSAT COMPETITION INVCLVES A MAJOR GROCERY
STORE CEAIN IN FLORIDA WHICH IS PLANNING TO TRIAL A
VSAT NETWORK THIS FALL WITH SUBSEQUENT INSTALLATION
AT ALL LOCATIONS EARLY IN 1994. WITH THE FULL
DEPLOYMENT OF THIS NETWORK, SOUTHERN BELL COULD
LOSE NETWORK SERVICES AMOUNTING TO MORE THAN

$700,000 PER YEAR.

AS DISCUSSED, THE NUMBERS OF COMPETITORS AND THEIR
STRATEGIC ALLIANCES CONTINUE TO GROW, AS DOES THE
VIABILITY OF THEIR OFFERINGS. THE PACE AT WHICH
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THIS IS OCCURRING IS EXTREMELY RAPID AND IS

EXPECTED TO ACCELERATE.

POLICY DECISIONS

HAVE FEDERAL COMMUNICATIONS COMMISSION (FCC) POLICY
DECISIONS ENCOURAGED FURTHER COMPETITION SINCE THE

IMPLEMENTATION OF THE INCENTIVE SHARING PLAN?

YES. 1IN THE FEDERAL ARENA, THE FCC HAS ALLOWED
GREATER COMPETITION THROUGH NUMEROUS POLICY
DECISIONS. ON OCTOBER 19, 1992, FOR EXAMPLE, THE
FCC ORDERED THE LECS TO OFFER PHYSICAL COLLOCATION
TO ALL INTERCONNECTORS WHO REQUEST IT FOR THE
PROVISION OF SPECIAL ACCESS SERVICES. AS A RESULT,
LEC INTERSTATE TARIFFS BECAME EFFECTIVE IN JUNE FOR

EXPANDED INTERCONNECTION SERVICE.

IN ADDITION, ON OCTOBER 16, 1992, THE FCC RELEASED
A SECOND NOTICE OF PROPOSED RULEMAKING CONCERNING
COLLOCATION OF TRANSMISSION EQUIPMENT FOR THE
PROVISION OF SWITCHED TRANSPORT. THE FCC’'S ACTIONS
IN THIS PROCEEDING COULD HAVE SIGNIFICANTLY GREATER
FINANCIAL IMPACT ON LECS BECAUSE THERE ARE
SUBSTANTIALLY LARGER SWITCHED ACCESS REVENUES
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INVOLVED. THE POTENTIAL EFFECT ON INTRASTATE
SWITCHED AND SPECIAL ACCESS SERVICES WILL GROW AS A

RESULT OF THESE FCC ACTIONS.

THE FCC IS NOW WRESTLING WITH PCS ISSUES,
INCLUDING, BUT NOT LIMITED TO, SPECTRUM ALLOCATION.
WHEN RESOLVED, THESE ISSUES PROMISE TQ SPARK PCS
GROWTH WITH PROFOUND IMPLICATIONS, AS PCS MIGHT
ULTIMATELY BECOME A RELIABLE AND COST EFFECTIVE

ALTERNATIVE TO LOCAL WIRELINE SERVICES.

WHAT FPSC DECISIONS IN FLORIDA HAVE ENCOURAGED

COMPETITION?

THE FPSC HAS ESTABLISHED POLICIES THAT ENCOURAGE
COMPETITION IN MANY AREAS. THESE INCLUDE OPERATOR,
PRIVATE LINE, SPECIAL ACCESS, SHARED TENANT AND

INTRALATA TOLL SERVICES.

SOME EXAMPLES SINCE 1988 INCLUDE FPSC ORDERS

ALLOWING FOR OPERATION OF ALTERNATE OPERATOR

SERVICE PROVIDERS, AUTHORIZING AAVS TO PROVIDE

DEDICATED COMMUNICATIONS SERVICES BETWEEN

AFFILIATED ENTITIES, AUTHORIZING SPECIAL ACCESS

BETWEEN AN END USER AND AN IXC’'S SWITCH, AND
~28=-
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AUTHORIZING LOCAIL SERVICE RESALE FOR KEY SYSTEMS.

ANOTHER MAJOR FPSC DECISION ELIMINATED FLORIDA'S
TOLL MONOPOLY AREAS, THEREBY ALLOWING IXCS TO
PROVIDE INTRAEAEA INTEREXCHANGE TRANSPORT WITHOUT
COMPENSATION TO SOUTHERN BELL. THE COMMISSION ALSO
HAS OPENED A DOCKET TC CONSIDER INTRALATA

PRESUBSCRIPTION.

ARE THERE ANY DECISIONS PENDING BEFORE THE FLORIDA

COMMISSION THAT WOULD AFFECT COMPETITION?

YES. THE COMMISSION RECENTLY OPENED THREE DOCKETS
TO ADDRESS SOME KEY ISSUES THAT WILL AFFECT

COMPETITION.

THE COMMISSION HAS INITIATED A DOCKET TO
INVESTIGATE WHICH LOCAL EXCHANGE COMPANY SERVICES
ARE EFFECTIVELY COMPETITIVE. THIS DOCKET COULD
RESULT IN A CHANGE IN THE TYPE OF REGULATION THAT
IS APPLIED TO ANY SERVICE DETERMINED TQ BE
EFFECTIVELY COMPETITIVE. ALSO, THE COMMISSION HAS
INITIATED A DOCKET TO INVESTIGATE INTRALATA

PRESUBSCRIPTION.
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ADDITICNALLY, THE COMMISSION IS CURRENTLY ANALYZING
INTERMEDIA'S PETITION FOR EXPANDED INTERCONNECTION
FOR AAVS WITHIN LEC CENTRAL OFFICES. THIS DOCKET

WILL ADDRESS THE IMPLICATIONS OF THE FCC’'S DECISION

AS APPLICABLE TO FLORIDA.

THE THREE PENDING FPSC DOCKETS DESCRIBED ABOVE HAVE
THE POTENTIAL TO CHANGE DRAMATICALLY THE PRICING
AND PROVISIONING OF TOLL AND ACCESS SERVICES AS
WELL AS THE VERY MANNER IN WHICH SOME SERVICES MAY
BE REGULATED. SQUTHERN BELL WILL BE ACTIVELY

INVOLVED IN THESE DOCKETS AS THEY UNFOLD.

WHAT IS THE OVERALL RESULT OF THESE MANY CHANGES IN
THE TELECOMMUNICATIONS INDUSTRY, INCLUDING ADVANCES
IN TECHNOLOGY, EMERGENCE OF NEW COMPETITORS,
FORMATION OF STRATEGIC ALLIANCES, AND VARIOUS

REGULATORY DECISIONS?

THESE CHANGES WILL DEFINITELY INCREASE THE AMOUNT
AND EXTENT OF COMPETITION THAT LECS WILL FACE IN
ALL AREAS OF THEIR BUSINESS OPERATIONS. ALONG WITH
THAT INCREASE IN COMPETITION COMES A SIGNIFICANT

INCREASE IN BUSINESS RISK.
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SECTION 3: EXTENDING THE INCENTIVE SHARING PLAN

HOW DO ALL OF THE CHANGES YOU HAVE DESCRIBED AFFECT
SOUTHERN BELL’'S PROPOSAL TO EXTEND ITS INCENTIVE

SHARING PLAN?

AS STATED PREVIOUSLY, SIGNIFICANT CHANGES IN
COMPETITION, FEDERAL AND STATE POLICY AND INDUSTRY
STRUCTURE HAVE OCCURRED SINCE 1988 AND HAVE
ACCELERATED OVER THE LAST TWELVE MONTHS. THIS
COMMISSION'S ACTIONS IN PENDING DOCKETS -- EXPANDED
INTERCONNECTION, 1+ PRESUBSCRIPTION, IDENTIFICATION
OF COMPETITIVE SERVICES AND THE APPROPRIATE
REGULATION OF THESE SERVICES -- ALONE COQULD
SIGNIFICANTLY AFFECT THE LOCAL TELEPHONE BUSINESS

AS WE KNOW IT TODAY.

THESE DOCKETS AND THEIR RELATED ISSUES, ALONG WITH
THE EXPLOSION OF OTHER COMPETITIVE EVENTS, LEAD TO
A LOGICAL CONCLUSION THAT REGULATION MUST CHANGE IN
ORDER TO PROTECT THE RATEPAYER AND, AT THE SAME
TIME, PROMOTE FAIR COMPETITION FOR ALL PROVIDERS OF
TELECOMMUNICATIONS SERVICES. SOUTHERN BELL
SUGGESTS THAT THE COMMISSION DEVELOP A
COMPREHENSIVE STRUCTURE THAT ENABLES THE FPSC TO
-31-
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EXAMINE INTERRELATED ISSUES AND DEVELOP APPROPRIATE
INTEGRATED POLICY. AN OVERALL VIEW CANNOT BE
OBTAINED IF EACH DOCKET AND THE RELATED ISSUES ARE
REVIEWED IN ISOLATION. 1IN THE INTERIM, WE ARE
REQUESTING AN EXTENSION OF THE CURRENT INCENTIVE

SHARING PLAN WITH ITS EXISTING PARAMETERS.

WHAT ARE THE CURRENT EARNINGS PARAMETERS FOR THE

INCENTIVE SHARING PLAN?

THEY ARE:

- 11.5% ROE AUTHORIZED FLOOR

- 14.0% ROE SHARING BEGINS

- 16.0% ROE AUTHORIZED CEILING AFTER SHARING

- 60:40 CUSTOMERS/COMPANY SHARING RATIO

ADDITIONALLY, THOSE EARNINGS THAT ARE EXCLUDED FROM
SHARING ("IN THE BOX") WOULD REMAIN THE SAME: ALL
RATE CHANGES OTHER THAN REGROUPINGS; CHANGES
RESULTING FROM SIGNIFICANT GOVERNMENTAL ACTIONS,
SUCH AS TAX CHANGES, SEPARATIONS CHANGES AND
DEPRECIATION CHANGES, WITH A MINIMUM IMPACT OF
$3,000,000 ON REVENUE REQUIREMENT; REFINANCING OF
HIGHER COST DEBT; AND, MAJOR TECHNOLOGICAL CHANGES.
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SHOULD RATES BE RESET AS PART OF THE EXTENSION OF

THE PLAN?

NO. WHEN THE INCENTIVE SHARING PLAN WAS
ESTABLISHED, THE COMMISSION ADOPTED A BROAD RANGE
OF REASONABLENESS (11.5% - 16.0% ROE) IN
CONJUNCTION WITH THE EARNINGS SHARING MECHANISM IN
ITS EFFORT TO ENCOURAGE EFFICIENCY AND INNOVATION.
IF EXISTING RATES, AFTER THE ADOPTION OF THE
CHANGES PROPOSED BY MS. SIMS IN HER TESTIMONY,
PRODUCE EARNINGS WHICH FALL WITHIN THIS ZONE OF
REASONABLENESS, THEN SUCH RATES SHOULD BE DEEMED

JUST AND REASONABLE.

ADDITIONAL ADJUSTMENTS SHOULD NOT BE REQUIRED
UNLESS ACTUAL EARNINGS TRIGGER ONE OF THE EARNINGS
THRESHOLDS, I.E. THE FLOOR OF 11.5% OR THE
THRESHOLD POINT WHERE SHARING BEGINS AT 14.0%. THE
RANGE BETWEEN THE FLOOR AND THE SHARING THRESHOLD
POINT IS A NEUTRAL ZONE WHERE NO RATE ADJUSTMENTS

ARE NECESSARY.

AS DESCRIBED IN MR. REID'S TESTIMONY, SOUTHERN
BELL’S PROJECTED EARNINGS FOR 1994 FALL WITHIN THIS
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NEUTRAL ZONE. IF RATES WERE TO BE ADJUSTED
DOWNWARD TO THE RATESETTING POINT, THEN ANY
EFFICIENCIES GAINED BY SOUTHERN BELL OVER THE LAST
FIVE YEARS WOULD BE TAKEN AWAY. THIS WOULD DENY
THE REWARD SIDE OF INCENTIVE REGULATION.
BASICALLY, WE ARE SAYING LET THE EARNINGS SHARING

MECHANISM WORK AS IT WAS ORIGINALLY STRUCTURED.

HOW LONG SHOULD THE PLAN BE EXTENDED?

SOUTHERN BELL DOES NOT BELIEVE THAT THERE SHOULD BE
A DEFINED PERIOD FOR THE EXTENSION. THIS EXTENSION
WILL NOT PRECLUDE US FROM SEEKING, NOR THE
COMMISSION FROM ADDRESSING, A MORE COMPREHENSIVE

REGULATORY FRAMEWORK AT AN APPROPRIATE TIME.

ARE THERE ANY OTHER ISSUES THAT YOU WOULD LIKE TO
ADDRESS?

YES. SOUTHERN BELL’S WITNESS MS. NANCY SIMS
DISCUSSES IN DETAIL THE $49 MILLION CREDIT TO BE
DISTRIBUTED AND OTHER PROPOSED RATE CHANGES. 1IN
ADDITION THERE ARE TWO ISSUES THAT I WOULD LIKE TO
ADDRESS BRIEFLY. SOUTHERN BELL’S WITNESS MR.
WALTER REID WILL PROVIDE FURTHER DETAILS.
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FIRST, THE COMPANY PROPOSES THE ESTABLISHMENT OF A
CASUALTY LOSS RESERVE SIMILAR TO THE ONE RECENTLY
APPROVED FOR FLORIDA POWER AND LIGHT. SUCH A
RESERVE WOULD ASSIST IN PREPARING FOR SUCH NATURAL
DISASTERS AS HURRICANE ANDREW, HURRICANE HUGO, AND
THE WINTER STORM OF 1993. DUE TO THE RECENT
INCREASE IN THE SEVERITY AND FREQUENCY OF SUCH
DISASTERS, IT IS BECOMING MORE AND MORE DIFFICULT
FOR COMPANIES TQO SECURE REASONABLE INSURANCE ON
OUTSIDE PLANT FACILITIES. AT THIS TIME THE COMPANY
BAS BEEN ABLE TO SECURE ONLY $20 MILLION IN OUTSIDE

PLANT INSURANCE FOR 1993.

IT IS EVIDENT FROM THE DAMAGE CAUSED BY HURRICANE
ANDREW THAT THE SIZE OF CASUALTY LOSSES CAN BE
ENORMOUS AND THAT AVAILABLE INSURANCE IS NOT LIKELY
TO BE SUFFICIENT. FOR EXAMPLE, THE COMPANY HAD

$70 MILLION IN QUTSIDE PLANT INSURANCE WHEN
HURRICANE ANDREW HIT. SINCE THE CASUALTY LOSSES IN
FLORIDA TOTALED IN EXCESS OF $122 MILLION, THE
COMPANY ABSORBED THE DIFFERENCE, WHICH IN TURN

AFFECTED THE COMPANY’'S EARNINGS.

IF FUNDS DO BECOME AVAILABLE IN THE FUTURE DUE TO
-35-
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AMOUNTS FROM 1993 EXOGENOUS EVENTS, EARNINGS
SHARING OR SET ASIDE AMOUNTS, THE COMMISSION SHOULD
CONSIDER DESIGNATING A PORTION OF THE FUNDS TOWARD
A CASUALTY RESERVE. THE COMPANY ALSO PROPOSES TO
ACCRUE $6 MILLION OF EXPENSE PER YEAR BEGINNING IN

1994 TO A RESERVE FOR CASUALTY DAMAGES.

SECOND, THE COMPANY PROPOSES THAT THE RESERVE
DEFICIT CREATED BY HURRICANE ANDREW BE TREATED AS
AN EXOGENOUS EXPENSE IN 1993. SINCE EXTRAORDINARY
RETIREMENT OF FLANT DUE TO HURRICANE ANDREW WAS NOT
CONSIDERED WHEN DEPRECIATION RATES WERE RESET, THIS
ACTION WOULD ALLOW FOR A PARTIAL OFFSET TO THE
REDUCTION IN DEPRECIATION EXPENSE CREATED BY ORDER
NO. PSC-93-0462-FOF-TL, DATED MARCH 25, 1993, IN

DOCKET NO. 920385-TL.

SECTION 4: SUMMARY OF TESTIMONY

PLEASE SUMMARIZE THE BENEFITS OF EXTENDING SOUTHERN

BELL’S CURRENT INCENTIVE SHARING PLAN.

IN 1988, THE COMMISSION RECOGNIZED FUNDAMENTAL

CHANGES IN THE TELECOMMUNICATIONS INDUSTRY AND THE

NEED TO PROVIDE ADDITIONAL INCENTIVES BEYOND THOSE
-36-
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PROVIDED THROUGH TRADITIONAL REGULATORY PRACTICES.
THE COMMISSION ADOPTED AN EARNINGS SHARING
FRAMEWORK WHICH BROADENED THE EARNINGS RANGE OF
REASONABLENESS TO ENCOURAGE ADDITIONAL EFFICIENCIES
AND INNOVATION BY SOUTHERN BELL. IF SUCCESSFUL IN
REACHING THE SHARING THRESHOLD, SOUTHERN BELL WOULD
SHARE SUCH EARNINGS WITH CUSTOMERS. AT THE SAME
TIME, CERTAIN UPFRONT BENEFITS WERE PUT INTO PLACE

FOR CONSUMERS.

SOUTHERN BELL HAS IMPROVED OPERATING EFFICIENCIES,
INTRODUCED NEW SERVICES AND INVESTED IN THE NETWORK
TO MAKE FEATURES MORE WIDELY AVAILABLE AND LAY THE
FOUNDATION FOR FUTURE OPTIONAL SERVICES. WE HAVE
MAINTAINED QUALITY SERVICE, EXPANDED CUSTOMER
SERVICE HOURS, AND MECHANIZED MORE SERVICE

FUNCTIONS TO MEET CUSTOMER NEEDS AND EXPECTATIONS.

OVER THE PAST FIVE YEARS, CUSTOMERS HAVE BENEFITED
FROM STABLE LOCAL RATES, REDUCTIONS IN PRICES OF
CERTAIN SERVICES, AND THE INTRODUCTION AND
EXPANSION OF NEW SERVICES. CUSTOMERS WILL CONTINUE
TO BENEFIT FROM THESE ACTIONS AND ALSO FROM THE
COMPANY'’S INVESTMENT IN ITS NETWORK, WHICH IN TURN
HELPS PROMOTE ECONOMIC DEVELOPMENT FOR THE STATE OF

-37-



1 FLORIDA.

3 SOUTHERN BELL'’S EARNINGS HAVE BEEN WITHIN THE

4 AUTHORIZED RANGE ESTABLISHED IN THE SHARING

5 FRAMEWORK. WHILE WE HAVE STREAMLINED PROCEDURES
6 AND REDUCED COST, WE DID NOT FORESEE THE SEVERITY
7 OR LENGTH OF THE CURRENT RECESSION OR THE

8 DEVASTATING DISASTER OF HURRICANE ANDREW. WE

9 RECOGNIZED FROM THE OUTSET THAT THE INCENTIVE

10 SHARING PLAN CARRIED ADDITIONAL RISKS AS WELL AS
11 THE POTENTIAL FOR ADDITIONAL REWARDS. WE HAVE

12 EXPERIENCED THE RISKS, AND NOW WE MUST BE ALLOWED
13 TO BENEFIT FROM THE ACCOMPLISHMENTS WE HAVE

14 ACHIEVED DURING THE LAST FIVE YEARS.

15

16 WE ARE REQUESTING AN EXTENSION OF THE INCENTIVE
17 SHARING PLAN. WE BELIEVE THAT CURRENT RATES

18 ADJUSTED FOR OUR PROPOSED CHANGES ARE APPROPRIATE
19 AND THAT THE EXISTING SHARING PARAMETERS PROVIDE
20 REASONABLE INCENTIVES AT THIS TIME. WE URGE THE
21 COMMISSICN TO APPROVE THE CONTINUANCE OF THIS PLAN.
22

23 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

25 A. YES, IT DOES.
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STATE

FLORIDA

GEORGIA

FPSC Exhibit Number

FPSC Docket 920260-TL

Denton Exhibit DBD-1
Personal Qualifications

Page 1 of 3
DAVID B. DENTON
STATE DOCKET ACTIVITY

YEAR DOCKET

1985 No. 820537-TP, Intrastate Access Charges for Toll Use
of Local Exchange Services

1986 No. 820537-TF, Intrastate Access Charges for Toll Use
of Local Exchange Services - Bypass Restriction

1987 No. 860984-TP, Intrastate Access Charges for Toll Use
of Local Exchange Services - Recovery of Non-traffic
Sensitive Costs

1988 No. 860984-TP, Investigatlon into NTS Cost Recovery-
Phase II Level

1988 No. 880069-TL, Petition for Rate Stabilization and
Implementation Orders and Other Relief

1988 No. 871394-TP, Alternative Operator Services

1988 No. 871254-TL, Investigation into Regulatory
Flexibility for LECs .

1989 No. 880812-TP, Investigation intc Equal Access
Exchange Areas (EAEAs), Toll Monopoly Areas (THAs),
1+ Restriction and Elimination of the Access Discount

1990 No. 880069-TL, Petition for Rate Stabilization and
Implementation Orders and Other Relief

1991 No. 890183-TL, General Investigation Into the
Operations of Alternate Access Vendors

1993 . No. 910757-TP Invest1gat1on Into the Regulatory Safe
Guards Requ1red to Prevent Cross-Subsidization by
Telephone Companies

1974 No. 2632-U, General Rate Application

1982 No. 3369-U, VATS Restructure and Resale

1984 No. 3494-U, Resale of Local Exchange Service Via
Privately Provided Coin Phones

1985 No. 3430-U, Intrastate Access'Charges

1985 No. 3488-U, Regulation of Intrastate Interexchange
Resellers

1985 No. 3518-U, General Rate Application

1986  No. 3550-U, Restructuring of Outward WATS and 800

Services

*
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STATE DOCKET ACTIVITY, cont.

Georgia 1587 No. 3710-U, Uniform Telephone Charges for Selected
. Services : :

1988 No. 3783-U, Alternative Operator Services

1988  No. 3765-U, ESSX and Digital ESSX Tariff Filing

-1989 No. 3821-U, IntralATA Toll Compensation

1989 No. 3883-U, AT&T’s Petition for Investigation of
the Level and Structure of Intrastate Access
Charges -

1990  No. 3905-U, Rule NISI: Business Risk; BAPCO Contract
Issues; MNTS and VATS Rate Changes; Proposed Incentive
Regulation Plan

1990 No. 3921-U, Compliance With and Implementation of
Senate Bill 524, Issue Related to Incentive Regulation

NORTH CAROLINA 1974  No. P-55, Sub 733, General Rate Application
1975 No. P-55, Sub 742, General Rate Application
1975 No. P-100, Sub 34, Application to Change Toll Prices

1982 No. P-100, Sub 61, Resale of Telecommunication
Services

1985 No. P-100, Sub 72, Resale of InterLATA VATS and MTS
1985 No. P-100, Sub 72, Resale of IntralATA VATS and MTS

1986 No. P-100, Sub 86, Restructuring of Outward VATS and
800 Services

1986 No. P-140, Sub 9, ATT-C General Rate Application
1986 No. P-100, Sub 72, IntralATA Competition
1986 No. P-100, Sub 65, Access Charges

1987 No. P-100, Sub 65 and 72, Billing of Dedicated Access
Line and the Dedicated Access_Line Extender

1987 No. P-100, Sub 65 and 72, Access Charges and IntralATA
Competition
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benton Exhibit DBD-1
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STATE DOCKET ACTIVITY, cont.

SOUTH CAROLINA 1981 No. 81-28-C, Applicatrion of TSI, Inc. for a
Certificate of Public Convenience and Necessity

1984 No. 82-134-C, Exchange Network Access Facilities
Tariff :

-1985 No: B82-134-C, IntralATA One-Plus Dialing

1985 Nos. 84-430C, 431C, 433C, 435C, 452C, Applications of
Resellers for Certificates of Public Convenience and
Necessity

1985 No. 85-157-C, Application of PalmettoNet, Inc. for a’
Certificate of Public Convenience and Necessity

1986 No. 86-10-C, Proposal of ATT-C tc Provide Custom
Network Services

1986 No. 82-134-C, Exchange Network Access Facilities
Tariff

1987 No. 85-398-0, Pricing of Competitive/Supplemental
Service Offerings

1988 No. 88-74-C, ESSX and Digital ESSX Tariff Filing

1988 No. 88-213-C, SouthernNet’s Propesal to Introduce
Operator Services

1990 No. 90-305~-C, Proceeding to Consider Allowing Local
and IntralATA O+ Collect Authority for COCOT Providers
Serving Confinement Facilities

ALL-IN-ONE/DENTON
3/22/93
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SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY
TESTIMONY OF WALTER S. REID
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 920260-TL

JULY 2, 1993

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND

POSITION WITH BELLSOUTH TELECOMMUNICATIONS, INC.

MY NAME IS WALTER S. REID, AND MY BUSINESS ADDRESS
IS 675 WEST PEACHTREE STREET, ATLANTA, GEORGIA. MY
POSITION IS DIRECTOR-REGULATORY MATTERS FOR THE
COMPTROLLERS DEPARTMENT OF BELLSOUTH
TELECOMMUNICATIONS, INC. D/B/A SOUTHERN BELL
TELEPHONE AND TELEGRAPH COMPANY (SOUTHERN BELL OR

THE COMPANY).

BRIEFLY OUTLINE YOUR EDUCATIONAL BACKGROUND AND

BUSINESS EXPERIENCE IN THE TELEPHONE INDUSTRY.

I RECEIVED BACHELOR AND MASTER OF SCIENCE DEGREES
IN INDUSTRIAL ENGINEERING IN 1969 AND 1971,
RESPECTIVELY, FROM THE GEORGIA INSTITUTE OF

1
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TECHNOLOGY. I WAS EMPLOYED BY SOUTHERN BELL IN
NOVEMBER, 1971, AS A MANAGEMENT TRAINEE IN THE
COMPTROLLERS DEPARTMENT IN JACKSONVILLE, FLORIDA.
SINCE THAT TIME I HAVE HELD VARIOUS POSITIONS OF
INCREASING RESPONSIBILITY IN THE AREAS OF BUDGET
AND FORECAST PREPARATION, COST ACCOUNTING,
SEPARATIONS, AND REGULATORY MATTERS. I WAS
TRANSFERRED TO MY CURRENT POSITION AT COMPANY

HEADQUARTERS IN OCTOBER 1987.

WHAT ARE YOUR GENERAL AREAS OF RESPONSIBILITIES?

I AM RESPONSIBLE FOR THE PREPARATION AND ANALYSIS

OF THE COMPANY'S INTRASTATE FINANCIAL RESULTS, THE

PROVISION OF ACCOUNTING INFORMATION REQUESTED IN

PROCEEDINGS BEFORE STATE REGULATORY COMMISSIONS AND

THE COORDINATION OF OTHER REGULATORY ACTIVITIES.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

IN THIS PROCEEDING THE COMPANY IS REPORTING ITS

PERFORMANCE UNDER AN INCENTIVE SHARING PLAN

ESTABLISHED IN LATE 1988, AND IS PROPOSING TO

CONTINUE TO OPERATE UNDER THIS PLAN FOR 1993 AND

THEREAFTER. MY TESTIMONY ADDRESSES: 1) SOUTHERN
2
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BELL'S FINANCIAL PERFORMANCE UNDER THE INCENTIVE
SHARING PLAN, 2) SOUTHERN BELL'S CURRENT GOING
LEVEL EARNINGS POSITION, AND 3) THE EARNINGS
CONSEQUENCES OF EXTENDING THE INCENTIVE SHARING

PLAN AS THE COMPANY PROPOSES.

MY TESTIMONY WILL DEMONSTRATE THAT FLORIDA
RATEPAYERS HAVE BENEFITED DURING THE PERIOD OF THE
SHARING PLAN THROUGH THE COMPANY'S DECLINING LEVEL
OF COST OF SERVICE PER ACCESS LINE. WHILE THE
COMPANY HAS NOT REACHED THE EARNINGS LEVEL AT WHICH
SHARING WOULD BE TRIGGERED UNDER THE CURRENT
INCENTIVE PLAN, THE COMPANY HAS BEEN ABLE TO
ACHIEVE REDUCED LEVELS OF COST OF SERVICE IN SPITE
OF JURISDICTIONAL COST OF SERVICE SHIFTS FROM
INTERSTATE TO INTRASTATE OPERATIONS, THE OCCURRENCE
OF THE WORST HURRICANE IN THE NATION’S HISTORY, AND
A GENERAL DOWNTURN IN THE ECONCMY. RATEPAYERS HAVE
BENEFITED THROUGH STABLE RATES DURING THIS TIME.

AN EXTENSION OF THE PLAN AS PROPOSED IN SOUTHERN
BELL WITNESS DAVID B. DENTON’'S TESTIMONY IS
THEREFORE APPROPRIATELY SUPPORTED BY THE FINANCIAL
ACHIEVEMENTS OF THE COMPANY DURING THE INITIAL
PERIOD OF THE INCENTIVE SHARING PLAN.
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SOUTHERN BELL’'S PERFORMANCE UNDER THE INCENTIVE

SHARING PLAN

HOW HAVE YOU QUANTIFIED THE ACHIEVED REGULATED

EARNINGS LEVEL OF THE COMPANY'S FLORIDA OPERATIONS?

FLORIDA PUBLIC SERVICE COMMISSION (PSC) RULE
25-4.0245 REQUIRES THE COMPANY TO FILE A PERIODIC
EARNINGS REPORT WITH THE COMMISSION. THE PSC STAFF
HAS HISTORICALLY SPECIFIED THE FORMAT FOR THIS
REPORT AND HAS FREQUENTLY REVIEWED UNDERLYING
FINANCIAL RECORDS OF THE COMPANY TO ENSURE THE
ACCURACY OF THE REPORTED INFORMATION. THIS
PERIODIC EARNINGS REPORT IS COMMONLY REFERRED TO AS
THE FLORIDA SURVEILLANCE REPORT. 1 HAVE INCLUDED
AS APPENDIX NO. 1, EXHIBIT WSR-4, TO MY TESTIMONY
COPIES OF THE CALENDAR YEAR FLORIDA SURVEILLANCE

REPORTS FOR 1984-1992.

UNDER THE REQUIRED FORMAT FOR THE SURVEILLANCE
REPORT, THE COMPANY MUST REPORT AMOUNTS FROM ITS
BOOKS AND RECORDS FOR REVENUES, EXPENSES, TAXES,
NET OPERATING INCOME, RATE BASE AND CAPITAL
STRUCTURE ITEMS. RATES OF RETURN ON INTRASTATE
RATE BASE AND EQUITY ARE ALSO REPORTED. THE

4
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COMPANY ADJUSTS THE REPORTED "PER BOOK" EARNINGS
INFORMATION FOR COMMISSION ALLOWANCES,
DISALLOWANCES, OR SPECIAL ACCOUNTING CONVENTIONS.
THE COMMISSION ADJUSTMENTS ARE GUIDED BY THE
ADJUSTMENTS REQUIRED IN THE COMPANY'S LAST FORMAL
RATE PROCEEDING AND IN COMMISSION RULES. THE
HISTORICAL DATA UTILIZED IN MY TESTIMONY IS
PRIMARILY DERIVED FROM THE SURVEILLANCE REPORTS IN

MY APPENDIX NO. 1.

HAVE YOU COMPARED THE COMPANY'S FINANCIAL RESULTS
UNDER THE INCENTIVE SHARING PLAN WITH PRIOR PERIODS

UNDER TRADITIONAL REGULATION?

YES. MY EXHIBIT WSR-1, PAGES 1 THROUGH 4, DETAIL
SEVERAL COMPARISONS WHICH I HAVE MADE FOR CERTAIN
KEY INTRASTATE FINANCIAL STATISTICS DURING THE
PERIOD 1984-1992. I HAVE REPORTED THE DATA ON BOTH
A GROSS DOLLAR BASIS AND A DOLLAR PER ACCESS LINE
BASIS. THIS LATTER ANALYSIS REFLECTS THE RELATIVE
GROWTH IN CUSTOMERS BEING SERVED. I HAVE ALSO
CALCULATED A TOTAL INTRASTATE REVENUE REQUIREMENT
PER ACCESS LINE FOR EACH YEAR TO DEMONSTRATE THE
TREND IN TOTAL INTRASTATE COST OF SERVICE PER
CUSTOMER. I PERFORMED THE REVENUE REQUIREMENT PER
5
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ACCESS LINE CALCULATIONS ASSUMING A CONSTANT RETURN
ON EQUITY (ROE) REQUIREMENT OVER THE PERIOD TO
ELIMINATE ANY FLUCTUATION DUE TO CHANGES IN

AUTHORIZED ROE.

I PERFORMED AN ADDITIONAL SET OF REVENUE
REQUIREMENT PER ACCESS LINE CALCULATIONS ASSUMING
BOTH A CONSTANT ROE REQUIREMENT AND A CONSTANT
COMPOSITE DEPRECIATION RATE TO ELIMINATE
FLUCTUATIONS IN DEPRECIATION EXPENSE. FOR THIS SET
OF CALCULATIONS I ALSO REMOVED THE EXPENSE EFFECTS

OF HURICANE ANDREW FROM 1992 RESULTS.

WHAT CONCLUSIONS DO YOU REACH REGARDING THE
COMPANY'S COST OF SERVICE PERFORMANCE DURING THE
INCENTIVE SHARING PLAN YEARS AS COMPARED TO THE

YEARS BEFORE THE PLAN?

THE INCENTIVE SHARING PLAN WAS APPROVED BY THE
COMMISSION IN LATE 1988. THE FULL YEARS UNDER THE
PLAN ARE, THEREFORE, 1989-1992. BASED ON MY
ANALYSIS IT IS EVIDENT THAT THE COMPANY'S
INTRASTATE COST OF SERVICE ON A PER CUSTOMER BASIS
IS LOWER FOR THE INCENTIVE PLAN YEARS THAN FOR THE
YEARS PRIOCR TO THE PLAN. THIS IS TRUE ON AN

6
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ABSOLUTE DOLLAR BASIS EVEN WITHOUT CONSIDERING THAT
INFLATION HAS MADE THE DOLLAR WORTH LESS EACH YEAR

AND THAT THE COMPANY IS PROVIDING MORE SERVICES TO

ITS CUSTOMERS TODAY THAN IN THE PAST.

TO VISUALLY DEMONSTRATE THE RESULTS OF MY ANALYSIS,
I PREFPARED THE THREE CHARTS AS SHOWN ON WSR-1, PAGE
4. THE FIRST CHART GRAPHICALLY DEPICTS MY ANALYSIS
OF REVENUE REQUIREMENTS PER ACCESS LINE ON A PER
BOOK BASIS. THE SECOND CHART PRESENTS THIS
ANALYSIS ON A COMMISSION ADJUSTED BASIS. THE THIRD
CHART PROVIDES A GRAPH OF REVENUE REQUIREMENTS PER
ACCESS LINE RESTATED ON A CONSTANT DEPRECIATION
BASIS. THE Y-AXIS FOR EACH GRAPH REPRESENTS THE
REVENUE REQUIREMENTS PER ACCESS LINE AMOUNTS
OBTAINED FROM THE THREE ANALYSES SHOWN ON PAGES 1
THROUGH 3 OF WSR-1. THE X-AXIS FOR EACH GRAFPH
REPRESENTS THE CALENDAR YEARS UNDER REPORT.
ALTHOUGH EACH CHART REPRESENTS A SOMEWHAT DIFFERENT
ANALYSIS OF THE ACTUAL RESULTS FOR 1984-1992, THEY
ALL DEMONSTRATE THAT THE COMPANY HAS ACHIEVED
SIGNIFICANT IMPROVEMENT IN ITS TOTAL COST OF

SERVICE DURING THE INCENTIVE PLAN YEARS.

BASED ON MY ANALYSIS IT APPEARS THAT THE FAVORABLE
7



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

COST OF SERVICE PERFORMANCE BY THE COMPANY HAS BEEN
ACHIEVED THROUGH A COMBINATION OF EXPENSE CONTROL
AND CAPITAL EFFICIENCIES. BOTH EXPENSES (OTHER
THAN DEPRECIATION) PER ACCESS LINE AND RATE BASE
PER ACCESS LINE AMOUNTS SHOW A TREND QOF IMPROVEMENT

OVER THE PERIOD STUDIED.

TURNING TO THE INDIVIDUAL PAGES, 1 THROUGH 3, OF
YOUR EXHIBIT WSR-1, WILL YOU EXPLAIN WHAT EACH OF

THESE REPRESENTS?

YES. PAGE 1 OF EXHIBIT WSR-1, ENTITLED "TRENDS IN
FLORIDA FINANCIAL STATISTICS - PER BOOK INTRASTATE
AMOUNTS", IS SEPARATED INTO TWO PARTS. THE TOP
HALF OF THE SCHEDULE REFLECTS THE DOLLAR AMOUNT FOR
EACH OF THE MAJOR COMPONENTS OF INTRASTATE COST OF
SERVICE (I.E., TOTAL REVENUE REQUIREMENTS). THE
FIRST COLUMN LISTS SPECIFIC COST OF SERVICE ITEMS.
EACH SUBSEQUENT COLUMN REPORTS THE DOLLAR AMOUNTS
FOR A CALENDAR YEAR CORRESPONDING TO THE ITEMS
LISTED IN THE FIRST COLUMN. THE LOWER HALF OF THE
EXHIBIT REFLECTS THE SAME INFORMATION AS THE TOP
BHALF EXCEPT THAT IT IS STATED ON A PEk ACCESS LINE
BASIS.
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THE REVENUES, EXPENSES, TAXES, NET OPERATING INCOME
AND RATE BASE NUMBERS PRESENTED ON THIS EXHIBIT
WERE DERIVED DIRECTLY FROM THE FLORIDA SURVEILLANCE
REPORTS. THE NUMBERS ARE PER BOQKS WITH NO
COMMISSION ADJUSTMENTS APPLIED. FOR 1990, 1991 AND
1992 RESULTS, I MADE AN ADJUSTMENT TO REMOVE $3.7
MILLION, $9.3 MILLION, AND $13.2 MILLION
RESPECTIVELY, FROM INTRASTATE REVENUES AND AN EQUAL
AMOUNT FROM OTHER TAXES TO RECOGNIZE THE INCREASES
IN GROSS RECEIPT TAXES IN THESE YEARS. THESE GROSS
RECEIPTS TAX AMOUNTS ARE "PASS ON" TAXES WHICH ARE
NOT INCLUDED IN THE COMPANY’S REVENUE REQUIREMENTS
FOR RATESETTING PURPOSES AND THEREFORE SHOULD BE
REMOVED FOR THIS ANALYSIS. THE ACCESS LINES USED
ARE THE AVERAGE NUMBERS REPORTED ON SCHEDULE Z-10
(OR ITS PREDECESSOR FORM} OF THE ANNUAL REPORT OF
SOUTHERN BELL TQ THE FLORIDA PSC (COMMONLY REFERRED
TO AS THE FLORIDA FORM M REPORT). THE AMOUNT
LISTED AS "RETURN REQUIRED" IS THE AMOUNT OF NET
OPERATING INCOME WHICH WOULD HAVE BEEN REQUIRED
GIVEN THE PER BOOKS RATE BASE, THE CAPITAL
STRUCTURE AND COST RATES REPORTED IN THE
SURVEILLANCE REPORT, AND A COST OF EQUITY CAPITAL
OF 15%. FOR PURPOSES OF THIS CALCULATION, I
APPLIED THE CURRENT REGULATORY TREATMENT FOR

9
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HANDLING THE EARNINGS REQUIREMENT FOR UNAMORTIZED

INVESTMENT TAX CREDITS TO ALL YEARS.

THE CALCULATIONS SHOW THAT ON A PER BOOKS BASIS,
INTRASTATE COST OF SERVICE PER ACCESS LINE WAS
$511.83 IN 1984 AND ONLY $497.80 IN 1992. THE FULL
CALENDAR YEARS AFTER INCENTIVE REGULATION BEGAN
(I.E., 1989, 1990, 1991 AND 1992) HAVE
SIGNIFICANTLY LOWER COST OF SERVICE PER ACCESS LINE
NUMBERS THAN THE YEARS PRIOR TO INCENTIVE

REGULATION.

PLEASE EXPLAIN PAGE 2 OF WSR-1, ENTITLED "TRENDS IN
FLORIDA FINANCIAL STATISTICS-COMMISSION ADJUSTED

ACHIEVED BASIS".

THE FORMAT FOR THIS ANALYSIS IS IDENTICAL TO

PAGE 1 OF THE EXHIBIT. THE AMOUNTS INCLUDED IN
EACH COLUMN REPRESENT PER BOOKS INFORMATION
ADJUSTED FOR COMMISSION ALLOWANCES, DISALLOWANCES
OR SPECIAL ACCOUNTING CONVENTIONS. FOR YEARS
1987-1992 THE ADJUSTED AMOUNTS CAN BE FOUND

ON THE SURVEILLANCE REPORTS. I MADE THE SAME
ADJUSTMENT TO THIS DATA TO REMOVE THE AMOUNT OF THE
GROSS RECEIPTS TAX WHICH IS PASSED ON DIRECTLY TO

10
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RATEPAYERS AS I DISCUSSED IN THE PER BOQOOKS
ANALYSIS. FOR YEARS 1984-1986, I HAD TO CALCULATE
THE ADJUSTED TOTALS FROM THE PER BOOKS AND
COMMISSION ADJUSTMENTS ITEMS SINCE THE SURVEILLANCE
REPORT DID NOT REPORT AN ADJUSTED ACHIEVED AMOUNT

DURING THESE YEARS.

THE ADJUSTED RESULTS TREAT "QUT OF PERIOD"
ACCOUNTING ENTRIES IN THE PERIOD TQO WHICH THEY ARE
APPLICABLE. FOR THIS REASON, THE TREND IN COST OF
SERVICE PER ACCESS LINE SHOWN ON PAGE 2 IS MORE
REPRESENTATIVE OF PURE YEAR TQO YEAR OPERATIONS
CHANGES THAN THE CORRESPONDING INFORMATION ON

PAGE 1.

BASED ON THE ADJUSTED RESULTS SHOWN ON PAGE 2, IT
IS STILL EVIDENT THAT FLORIDA CUSTOMERS HAVE
BENEFITED BY LOWER COST OF SERVICE PER ACCESS LINE
DURING THE INCENTIVE PLAN YEARS 1989-1992. THE
INTRASTATE COST OF SERVICE PER ACCESS LINE IS
$510.98, $521.20, $522.86, $502.59, $520.10,
$499.03, $495.74, $498.58, AND $501.83 FOR THE
YEARS 1984-1992 RESPECTIVELY. THE DECREASE IN THE
YEAR 1987 WHEN COMPARED TO THE YEAR 1986 IS DUE IN
LARGE PART TO THE CHANGE IN THE FEDERAL INCOME TAX

11
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RATE FROM 46% TO 34%. THE INCREASE FOR 1988 IS
PRIMARILY DUE TO INCREASED DEPRECIATION EXPENSE AND
THE IMPLEMENTATION OF PART 32 ACCQUNTING
PROCEDURES. THE INCREASE IN 1991 IS PRIMARILY DUE
TO EXPENSES ASSOCIATED WITH AN EARLY RETIREMENT
PLAN WHICH THE COMPANY IMPLEMENTED AS A MEANS TO
REDUCE COST AND INCREASE PRODUCTIVITY. THE YEAR
1992 IS SIGNIFICANTLY IMPACTED DUE TO HURRICANE
ANDREW EXPENSES WHICH ARE BEING AMORTIZED OVER A

FIVE YEAR PERIOD, 1992-1996.

WOULD YOU EXPLAIN PAGE 3 OF WSR-1, ENTITLED
"INTRASTATE ACHIEVED AMOUNTS ADJUSTED FOR CONSTANT

DEPRECIATION"?

YES. EXHIBIT WSR-1, PAGE 3, SHOWS A FINAL ANALYSIS
WHICH I PERFORMED ON THE FINANCIAL STATISTICS FOR
1984-1992. THIS ANALYSIS HAS THE SAME FORMAT AS
PAGES 1 AND 2. THE DATA USED IN THIS ANALYSIS IS
PAGE 2 DATA ADJUSTED TO REFLECT DEPRECIATION
EXPENSE FOR EACH YEAR AS IF IT HAD BEEN CALCULATED
TO YIELD A CONSTANT RELATIONSHIP TO PLANT IN
SERVICE (I.E., A CONSTANT COMPOSITE DEPRECIATION
RATE) AND ADJUSTED TO REMOVE HURRICANE ANDREW
EXPENSES FROM 1992 RESULTS. THE PURPOSE OF THIS
12
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ANALYSIS IS TO ELIMINATE THE IMPACT OF CHANGING
CAPITAL RECOVERY RATES AND THE IMPACT OF THE

HURRICANE FROM THE COST OF SERVICE TREND.

THE RESULTS OF THIS ANALYSIS FURTHER SUPPORT THE
FACT THAT INTRASTATE COST OF SERVICE IS
SIGNIFICANTLY LOWER DURING THE INCENTIVE REGULATION
YEARS THAN IN PRIOCR PERIODS. USING THIS
METHODOLOGY THE INTRASTATE COST OF SERVICE IS
$533.71, $540.96, $529.48, $498.48, $503.30,
$491.99, $489.76, $486.21, AND $486.02 FOR THE

YEARS 1984-1992, RESPECTIVELY.

CAN YOU QUANTIFY HOW MUCH OF THE IMPROVEMENT IN
COST OF SERVICE IS DIRECTLY RELATED TO INCENTIVE

REGULATION?

NO, NOT DIRECTLY. SINCE IT IS NOT POSSIBLE TO
RECREATE WHAT "WOULD HAVE BEEN" UNDER A DIFFERENT
SET OF REGULATORY PRACTICES, I CANNOT CALCULATE A
SPECIFIC DOLLAR BENEFIT. HOWEVER, I DO AGREE WITH
THE COMMISSION’S STATEMENT IN ORDER NO. 20162 OF

DOCKET NO. 8B0069-TL, PAGE 6 WHERE IT READS:

.« .WE DO BELIEVE THAT THIS PROGRAM WILL

13
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PROVIDE MORE INCENTIVE TO SOUTHERN BELL THAN
THE PRESENT PRACTICES OF REGULATION. THIS NEW
REGIME SHOULD ENCOURAGE EFFICIENCY AND

INNOVATION BY SOUTHERN BELL...

WITH THE BELIEF THAT THIS REGULATORY PLAN DOES
PROVIDE MORE INCENTIVE FOR THE COMPANY TQ BE
EFFICIENT AND THE DATA ON EXHIBIT WSR-1 WHICH
DEMONSTRATES THAT INTRASTATE COST OF SERVICE IS
IMPROVING, I THINK IT IS FAIR TO CONCLUDE THAT THE

CONCEPT OF INCENTIVE REGULATION IS WORKING.

SOUTHERN BELL’'S CURRENT GOING LEVEL EARNINGS

HOW HAVE YOU CALCULATED THE COMPANY'S CURRENT GOING

LEVEL INTRASTATE EARNINGS?

MY EXHIBIT WSR-2 DETAILS MY CALCULATIONS OF THE
COMPANY'’'S INTRASTATE RATE BASE AND GOING LEVEL
INTRASTATE NET OPERATING INCOME THAT ARE
APPROPRIATE FOR USE IN THIS PROCEEDING TO MEASURE
EXPECTED EARNINGS. FOR THESE CALCULATIONS I HAVE
UTILIZED, AS A STARTING POINT, THE COMPANY'’S 1993
COMMITMENT BUDGET VIEW FOR REVENUES, OPERATING
EXPENSES (EXCLUDING DEPRECIATION), CONSTRUCTION,

14
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PLANT RETIREMENTS, AND SALVAGE. I CALCULATED
MONTHLY BALANCES FOR PLANT IN SERVICE ACCOUNTS BY
USING THE 1993 BEGINNING OF YEAR BALANCES, THEN
ADDING CONSTRUCTION AMOUNTS FROM THE COMMITMENT
VIEW AND SUBTRACTING THE PLANT RETIREMENTS AS
APPROPRIATE. I CALCULATED DEPRECIATION EXPENSE BY
APPLYING THE RATES AND SCHEDULES APPROVED BY THE
COMMISSION’S ORDER NO. PSC-93-0462-FOF-TL IN DOCKET
NO. 920385-TL WHICH WAS RELEASED ON MARCH 25, 1993.
IN ADDITION I CALCULATED TAX EXPENSES BASED ON THE

NEW DEPRECIATION AMOUNTS.

FOR PURPOSES OF DETERMINING THE COMPANY'’S GOING
LEVEL EARNINGS, I HAVE UTILIZED FORECASTED 1993
TEST YEAR DATA BECAUSE THE 1993 INFORMATION IS THE
MOST REASONABLE DATA AVAILABLE FOR THIS PROCEEDING.
ACTUAL 1992 RESULTS HAVE BEEN SIGNIFICANTLY
IMPACTED BY HURRICANE ANDREW, AND THEREFORE, USE OF
A HISTCRICAL TEST YEAR WOULD NOT BE APPROPRIATE.
THE COMPANY HAS A COMMITMENT VIEW OF 1993 WHICH IS
BEING USED FOR INTERNAL BUDGET AND EARNINGS
ANALYSIS PURPOSES. THE 1993 COMMITMENT VIEW DATA
IS THE BASIC UNRDERLYING DATA USED IN MY TESTIMONY.
THE 1993 FORECAST CAN BE SUBSTANTIATED AND
SUPPLEMENTED THROUGHOUT THEE PROCEEDING WITH ACTUAL

15
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MONTHLY DATA. A FORECAST OF THE YEAR 1994 IS NOT
BEING USED IN THIS PROCEEDING BECAUSE THE COMPANY

DOES NOT CURRENTLY HAVE A COMMITMENT VIEW OF 1994,

BASED ON MY CALCULATIONS, THE COMPANY'S GOING LEVEL
INTRASTATE RETURN ON RATE BASE IS 9.18%. THIS IS
DETERMINED BY DIVIDING THE ADJUSTED INTRASTATE
OPERATING INCOME OF $372,338,000 BY THE ADJUSTED
INTRASTATE RATE BASE OF $4,057,462. THIS RETURN ON
RATE BASE WOULD RESULT IN A 13.81% RETURN ON EQUITY
USING THE CAPITAL STRUCTURE AND COST RATES IN MR.

KECK’'S TESTIMONY.

PLEASE EXPLAIN THE IMPACT OF HURRICANE ANDREW AND
HOW IT IS REFLECTED IN THE ACCOUNTING DATA FOR YOUR

TESTIMONY?

HURRICANE ANDREW MADE LANDFALL SOUTH OF MIAMI ON
AUGUST 24, 1992. THIS STORM WAS THE MOST
DEVASTATING STORM IN U. S. HISTORY. ITS IMPACT ON
THE PEOPLE OF SOUTH FLORIDA, THE SOUTH FLORIDA
ECONOMY, AND THE COMPANY'S OPERATIONS WILL BE FELT
FOR MANY YEARS. SOUTHERN BELL REACTED IMMEDIATELY
TO THIS NATURAL DISASTER BY ORGANIZING REPAIR
FORCES FROM THROUGHOUT THE 9 STATE BELLSOUTH REGION

16
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AS WELL AS SOME FORCES FROM OTHER
TELECOMMUNICATIONS COMPANIES. THE DAMAGE TO THE
COMPANY'S FACILITIES WAS EXTENSIVE. MAJOR REPAIR
EFFORTS INVOLVING HUNDREDS OF LOANED EMPLOYEES AND
LONG HOURS FOR EVERYONE INVOLVED SPANNED THE
REMAINING MONTHS OF 1992 AND CONTINUED THROUGH JUNE
OF 1993.

THE INCREMENTAL EXPENSE IMPACT OF REPAIRING THE
HURRICANE DAMAGE WHICH SOUTHERN BELL IDENTIFIED AT
THAT TIME WAS RECORDED IN 1992. THIS EXPENSE
INCLUDED ACTUAL EXPENSES, EVALUATED AT $122.1
MILLION FOR AUGUST THROUGH DECEMBER 1992, PLUS AN
ACCRUAL OF $50.4 MILLION FOR THE ESTIMATED
INCREMENTAL EXPENSES WHICH WOULD BE INCURRED IN
1993, LESS INSURANCE PROCEEDS OF $65.4 MILLION FOR
A NET INCREMENTAL EXPENSE IMPACT OF $107.1 MILLION.
ON AN INTRASTATE BASIS THE NET INCREMENTAL
HURRICANE RELATED EXPENSES WERE IDENTIFIED AS $79.6

MILLION.

SINCE CASUALTY EXPENSES, SUCH AS STORM DAMAGES,

HAVE HISTORICALLY BEEN TREATED FOR RATEMAKING

PURPOSES BY THE FLORIDA PUBLIC SERVICE COMMISSION

THROUGH A 5 YEAR AVERAGING PROCEDURE, SOUTHERN BELL
17
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DETERMINED THAT IT WAS APPROPRIATE TO AMORTIZE THE
INTRASTATE INCREMENTAL EXPENSE IMPACT IDENTIFIED
ABOVE OVER 5 YEARS. TO ACCOMPLISH THIS
AMORTIZATION, THE COMPANY CREDITED 1992 EXPENSES
FOR $§79.6 MILLION TO REMOVE THE TOTAL INTRASTATE
INCREMENTAL EXPENSE WHICH WAS ORIGINALLY IDENTIFIED
AND THEN DEBITED 1992 EXPENSES FOR ONE-FIFTH OF
THIS AMOUNT OR $15.9 MILLION. INTRASTATE RESULTS
FOR 1992, THEREFORE ONLY REFLECT ONE-FIFTH OF THE

ENTIRE EXPENSE IMPACT OF HURRICANE ANDREW.

WHAT IS THE ACCOUNTING JUSTIFICATION FOR AMORTIZING
THE INTRASTATE HURRICANE EXPENSE OVER A 5 YEAR

PERIOD?

AS PREVIOUSLY MENTIONED, THE FLORIDA PUBLIC SERVICE
COMMISSION HAS HISTORICALLY REGULATED SOUTHERN
BELL’S EARNINGS WITH A 5 YEAR AVERAGING PROCEDURE
APPLIED TO CASUALTY EXPENSES. IN DOCKET NO.
810035-TP FOR EXAMPLE, THE COMMISSION STATED THE
FOLLOWING REGARDING CASUALTY EXPENSES:

IN PRIOR RATE PROCEEDINGS WE HAVE

RECOGNIZED AND INCLUDED AN AVERAGE

CASUALTY EXPENSE CALCULATED BY

DETERMINING A FIVE YEAR AVERAGE OF THE

18



LB "V B S ]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

EXPENDITURES. WE DO THIS BECAUSE OF THE
VOLATILE NATURE OF THESE TYPE OF EXPENSES
AND BY UTILIZING A FIVE YEAR AVERAGE THE

EXPENSES TEND TO SMOOTH OUT....

SOUTHERN BELL HAS ALSO CONSISTENTLY INCLUDED A 5
YEAR AVERAGING ADJUSTMENT FOR CASUALTIES ON ALL OF
ITS EARNINGS SURVEILLANCE REPORTS. THE COMMISSION
HAS ACCEPTED AND USED THE EARNINGS ON THE
SURVEILLANCE REPORTS FOR VARIOUS REGULATORY
PURPOSES, INCLUDING THE DETERMINATION OF EARNINGS
SUBJECT TO REFUND FOR CALENDAR YEAR 1987 RESULTS
AND FOR MEASURING INCENTIVE PLAN EARNINGS IN
1988-1992.

BASED ON THE CLEAR HISTORICAL TREATMENT THAT THE
COMMISSION HAD CONSISTENTLY APPLIED TO CASUALTY
EXPENSES, THE COMPANY DETERMINED THAT IT HAD A
REGULATORY ASSET RELATED TO CASUALTY DAMAGE UNDER
STATEMENT OF FINANCIAL ACCOUNTING STANDARDS (SFAS)
NO. 71. THIS ACCOUNTING STANDARD RECOGNIZES THAT
THE NATURE OF REGULATED ENTERPRISES CAN CAUSE THE
CREATION OF REGULATCRY ASSETS OR LIABILITIES DUE TO
THE ACTIONS OF THE REGULATOR. THE COMMISSION'’S
REGULATORY DECISIONS RELATED TO CASUALTIES HAS THE

19
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SAME EFFECT AS AMORTIZING THESE EXPENSES OVER 5
YEARS. THE COMPANY'S USE OF SFAS NO. 71 TO DEFER
FOUR~FIFTHS OF THE TOTAL HURRICANE COSTS TO FUTURE
YEARS AND TO REFLECT ONLY ONE-FIFTH OF THE‘COST IN
1992 IS IN ACCORDANCE WITH GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES (GAAP) AND BETTER MATCHES ITS
REVENUE AND EXPENSE STREAMS FOR EARNINGS REPORTING

PURPOSES.

PLEASE EXPLAIN YOUR EXHIBIT WSR-2 ENTITLED

"ADJUSTED INTRASTATE RESULTS"?

THIS EXHIBIT DETAILS THE CALCULATION OF THE
INTRASTATE RATE BASE AND NET OPERATING INCOME WHICH
I AM PROPQSING FOR USE IN THIS PROCEEDING. ON
PAGES 1 AND 2 OF THIS EXHIBIT I HAVE PRESENTED A
SUMMARY OF THE 1993 TEST YEAR AVERAGE INTRASTATE
RATE BASE, 1993 INTRASTATE NET OPERATING INCOME,
SPECIFIC ACCQUNTING ADJUSTMENTS WHICH I AM
PROPOSING, AND THE RESULTING ADJUSTED INTRASTATE
RATE BASE AND ADJUSTED INTRASTATE NET OPERATING

INCOME.

FOR PURPOSES OF CALCULATING THE APPROPRIATE
INTRASTATE RESULTS, I HAVE INCORPORATED THE RESULTS
20
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OF SOUTHERN BELL WITNESS JOHN MCCLELLAN'S ATTRITION
STUDY AS ONE OF THE ADJUSTMENTS REQUIRED TQO REACH
MY ADJUSTED TOTALS. MR. MCCLELLAN’S STUDY
INDICATES THAT THE COMPANY HAS BEEN ABLE TO ACHIEVE
NEGATIVE ATTRITION, OR ACCRETIQON, IN EARNINGS IN
RECENT YEARS DUE TO EXPENSE CONTROL, CAPITAL
UTILIZATION, AND REVENUE ENHANCEMENT RELATIVE TO
ACCESS LINE GROWTH. THE INCLUSION OF HIS STUDY HAS
THE EFFECT OF INCREASING NET OPERATING INCOME AND
OFFSETTING THE NEGATIVE IMPACT OF OTHER
ADJUSTMENTS.

PAGES 3 THROUGH 7 OF EXHIBIT WSR-2 PROVIDE A BRIEF
EXPLANATION FQR EACH OF THE ADJUSTMENTS WHICH I
HAVE MADE TO THE FORECASTED TEST YEAR RESULTS SHOWN
ON LINE 1. THE ADJUSTMENTS INCLUDE A
QUANTIFICATION OF ALL SIGNIFICANT KNOWN AND
MEASURABLE CHANGES IN OPERATING CONDITIONS WHICH
WILL OCCUR BETWEEN 1993 AND 1994, AS WELL AS THE
EFFECTS OF VARIOUS COMPANY PROPOSALS IN THIS
PROCEEDING AND TRADITIONAL COMMISSION ADJUSTMENTS.
SINCE THE COMPANY HAS PROPOSED TO CONTINUE UNDER
THE INCENTIVE SHARING PLAN, I HAVE CONTINUED TO
INCLUDE ALL OF THE COMMISSION ADJUSTMENTS WHICH
WERE UTILIZED IN REPORTING UNDER DOCKET NO.

21
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880069-TL WITHOUT DEBATING THESE ISSUES IN THIS

PROCEEDING.

WHAT SPECIFIC CHANGES IN OPERATING CONDITIONS HAVE

YOU IDENTIFIED AND QUANTIFIED?

I HAVE IDENTIFIED NINE SIGNIFICANT ITEMS WHICH
REQUIRE RECOGNITION IN ORDER TO PROPERLY ADJUST
1993 TEST YEAR DATA TO BE REPRESENTATIVE OF
OPERATING CONDITIONS GOING FORWARD INTO 1994. THE
NINE ITEMS ARE: 1) SFAS 112, "EMPLOYERS' ACCOUNTING
FOR POSTEMPLOYMENT BENEFITS"; 2) VARIOUS BOND
REFINANCINGS UNDERTAKEN BY THE COMPANY IN 1993; 3)
HURRICANE ANDREW TRUE-UP ADJUSTMENT; 4) DIFFERENCES
BETWEEN 1993 AND 1994 DEPRECIATION REPRESCRIPTION
AMOUNTS, 5) COMPANY PROPOSALS FOR TARIFF CHANGES,
6) AN ADJUSTMENT FOR THE COMMISSION’S DECISION
REGARDING A BROWARD COUNTY EXTENDED AREA SERVICE
(EAS) PROPOSAL; 7) AN ANTICIPATED LEVEL OF
ATTRITION BASED ON A STUDY BY MR. MCCLELLAN; 8) AN
ACCRUAL TO ESTABLISH A CASUALTY DAMAGE RESERVE AND;
9) AN ADJUSTMENT TO EXPENSE THE EXTRAORDINARY

RETIREMENTS RESULTING FROM HURRICANE ANDREW.

WILL YOU EXPLAIN IN FURTHER DETAIL EACH OF THE
22
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NINE SIGNIFICANT ITEMS YOU LISTED.

YES. THE FIRST ITEM, SFAS 112, IS AN ACCOUNTING
PRONQUNCEMENT ISSUED NOVEMBER, 1992 WHICH REQUIRES
ACCRUAL ACCOUNTING FOR CERTAIN POSTEMPLOYMENT
BENEFITS THAT ARE NOT COVERED UNDER QOTHER
ACCOUNTING PRONOUNCEMENTS SUCH AS SFAS 106,
"EMPLOYERS’ ACCOUNTING FOR POSTRETIREMENT BENEFITS
OTHER THAN PENSIONS". SOUTHERN BELL CURRENTLY
ACCOUNTS FOR THE COSTS OF POSTEMPLOYMENT BENEFITS
COVERED BY SFAS 112 ON A CASH BASIS. EXAMPLES OF
THE TYPES OF BENEFITS COVERED BY THE PRONOUNCEMENT

ARE WORKERS' COMPENSATION AND DISABILITY BENEFITS.

SOUTHERN BELL MUST ADOPT SFAS 112 FOR FINANCIAL
REPORTING PURPOSES NO LATER THAN CALENDAR YEAR
1994. THE CHIEF OF THE ACCOUNTING AND AUDITS
DIVISION OF THE FCC HAS INDICATED IN A LETTER DATED
APRIL 26, 1993 TO U. S. WEST THAT SFAS 112 SHOULD
BE ADOPTED FOR FEDERAL REGULATORY PURPOSES ON A
FLASH~CUT BASIS AT THE SAME TIME A COMPANY ADOPTS
IT FOR FINANCIAL REPORTING PURPOSES. UNDER THE
UNIFORM SYSTEM OF ACCOUNTS (USOA) AND GAAP,
THEREFORE, SOUTHERN BELL WILL HAVE TO ACCRUE
EXPENSES IN 1994 THAT WILL ESTABLISH THE FULL

23
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LIABILITY FOR THESE BENEFITS THAT HAVE BEEN EARNED
BY THE COMPANY'S EMPLOYEES. THE COMPANY IS
PROPOSING THAT FOR FLORIDA INTRASTATE PURPOSES, THE
COMMISSION ALSO ALLOW THE EXPENSE IMPACT FOR
INITIAL ADOPTION OF SFAS 112 TO BE RECORDED IN 1994

BUSINESS.

THE COMPANY HAS SECURED ACTUARIAL STUDIES TO
DETERMINE THE BEST CURRENT ESTIMATE OF THE
ADDITIONAL LIABILITY WHICH MUST BE RECOGNIZED IN
1994. I HAVE INCLUDED THE FLORIDA INTRASTATE
PORTICN OF THIS LIABILITY, $14,880,000, AS AN
ADJUSTMENT TO THE TEST YEAR EXPENSES. I HAVE ALSO
ADJUSTED THE TEST YEAR RATE BASE TO REFLECT THE
TREATMENT WHICH THIS ITEM WOULD RECEIVE UNDER THE
COMMISSION'S CASH WORKING CAPITAL COMPUTATIONAL

PROCEDURES.

THE ACCOUNTING CONCEPT WHICH REQUIRES THE ACCRUAL
OF BENEFIT COSTS AS THE BENEFITS ARE EARNED BY
EMPLOYEES UNDERLIES SFAS 106, WHICH WAS ADOPTED BY
THE FPSC IN RULE 25-14.012, F.A.C. THIS CONCEPT
SIMILARLY UNDERLIES THE ACCOUNTING REQUIRED BY SFAS
112. 1IN ADDITION TO PROVIDING A MORE APPROPRIATE
ACCOUNTING PROCEDURE, THE ACCRUAL OF THESE BENEFIT

24
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EXPENSES BETTER MATCHES THE COST OF PROVIDING
SERVICE TO CUSTOMERS WITH THE PERIOD IN WHICH THE
SERVICE IS PROVIDED. BY ACHIEVING THIS MATCHING OF
COSTS TO SERVICE PERIODS, THE ACCRUAL ACCOUNTING
REQUIRED BY SFAS 112 IS EQUITABLE TO DIFFERENT
GENERATIONS OF RATEPAYERS AND RESULTS IN A BETTER

RATEMAKING PROCEDURE.

PLEASE DESCRIBE YOUR BOND REFINANCING ADJUSTMENT.

SINCE JANUARY 1, 1993, BELLSOQUTH
TELECOMMUNICATIONS, INC. HAS REFINANCED
$1,760,000,000 IN LONG TERM DEBT. ASSOCIATED WITH
THESE BOND REFINANCINGS, THE COMPANY HAS
EXPERIENCED CALL PREMIUM AND OTHER REFINANCING
EXPENSES OF $18,460,317 ON A FLORIDA INTRASTATE
BASIS. I AM PROPOSING THROUGH THIS ADJUSTMENT THAT
THE COMMISSION ALLOW SOUTHERN BELL TO OFFSET THE
COST OF THE REFINANCING BY AMORTIZING THIS COST AT
THE SAME RATE THAT INTEREST SAVINGS ARE ACCRUING TO
THE COMPANY. USING THIS METHODOLOGY, THE COMPANY
WILL ASSIGN $3,789,178 OF THE TOTAL $18,460,317
FLORIDA INTRASTATE BOND REFINANCING COST TO 1993
BUSINESS. THE 1993 EXPENSE AMOUNT WILL BE REPORTED

ON THE SURVEILLANCE REPORT FOR 1993, BUT IS NOT
25
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REFLECTED ON MY GOING LEVEL EARNINGS CALCULATION
FOR 1994. THE 1993 COSTS ARE OFFSET BY AN EQUAL
AMOUNT OF INTEREST SAVINGS WHICH ARE BEING REALIZED
AND WILL BE REPORTED THROUGH THE CAPITAL STRUCTURE
AND COST RATES SHOWN ON THE COMPANY'S SURVEILLANCE
REPORTS FOR 1993. THE RESIDUAL AMOUNT OF BOND
REFINANCING COSTS, $14,671,139, WOULD BE RECOVERED
IN 1994 AND 1995 BUSINESS. SINCE COMPANY WITNESS
WILLIAM KECK HAS REFLECTED THE FULL ANNUAL GOING
FORWARD INTEREST SAVINGS FROM THESE REFINANCINGS IN
THE COST RATES HE IS PROPOSING FOR USE IN THIS
PROCEEDING, I HAVE ADJUSTED GOING LEVEL EXPENSE TO
REFLECT §7,776,299 OF THE $14,671,139 RESIDUAL
AMOUNT. THIS EXPENSE ADJUSTMENT MATCHES THE COST
RECOGNITION FOR 1994 WITH THE RELATED INTEREST

SAVINGS.

WHAT IS YOUR HURRICANE ANDREW TRUE-UP ADJUSTMENT?

THE COMPANY ACCRUED ESTIMATED INCREMENTAL 1993
HURRICANE ANDREW EXPENSES IN 1992 BUSINESS. THIS
ACCRUAL IS BEING REVERSED IN 1993 AND THEORETICALLY
WOULD LEAVE THE 1993 BOOKED LEVEL OF EXPENSE,
EXCLUDING THE AMORTIZATION OF HURRICANE EXPENSE,
WITH NO INCREMENTAL IMPACT FROM THE HURRICANE.
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NOW THAT SOME ACTUAL 1993 EXPENSES ARE AVAILABLE
AND THE COMPANY HAS HAD TIME TO FURTHER STUDY THE
IMPACT OF THE HURRICANE THROUGH STATISTICAL AND
OTHER TECHNIQUES, REVISED ESTIMATES HAVE BEEN
CALCULATED FOR THE 1992 AND 1993 IMPACTS OF THE
STORM. THIS ADJUSTMENT RESTATES THE HURRICANE
ANDREW EXPENSE AMORTIZATION AND RELATED RATE BASE
IMPACTS FOR THE LATEST ESTIMATE OF THE STORM
IMPACT. THE ADJUSTMENT IS AN INCREASE IN INTRASTATE

TEST PERIOD EXPENSES OF $6,840,959.

AT THE TIME THIS TESTIMONY IS BEING PREPARED,
REPAIR EFFORTS FOR HURRICANE ANDREW DAMAGE, AS WELL
AS THE QOUTCOME OF INSURANCE CLAIMS FOR THE STORM
DAMAGE, ARE NOT FINAL. ANY FURTHER TRUE-UP TO THE
INCREMENTAL COST OF THE STORM WILL BE MADE AT THE

TIME UPDATED TESTIMONY IS FILED.

WHY ARE YOU INCLUDING AN ADJUSTMENT FOR THE
DIFFERENCE BETWEEN 1993 AND 1994 DEPRECIATION

REPRESCRIPTION AMOUNTS?

THE 1993 FORECASTED TEST YEAR DATA WHICH IS SHOWN
ON LINE 1 OF EXHIBIT WSR-2 PAGE 1, INCLUDES A LEVEL
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OF DEPRECIATION EXPENSE WHICH IS CALCULATED USING
THE DEPRECIATION RATES AND RECOVERY SCHEDULES
AUTHORIZED BY THE COMMISSION FOR USE IN 1993,

SINCE I AM ADJUSTING THE 1993 TEST YEAR DATA TO A
GOING LEVEL 1994 BASIS, IT IS5 APPROPRIATE TO ADJUST
THE TEST YEAR DEPRECIATION EXPENSE FOR AUTHORIZED

CHANGES IN RECOVERY SCHEDULES OCCURRING IN 1994.

THIS ADJUSTMENT DECREASES GOING LEVEL DEPRECIATION
EXPENSE BY $17,650,000 AND INCREASES NET OPERATING

INCOME BY $11,034,000.

DESCRIBE THE COMPANY PROPOSALS INCLUDED IN YOUR

NEXT ADJUSTMENT.

THE COMPANY IS PROPOSING SEVERAL TARIFF CHANGES FOR
APPROVAL IN THIS PROCEEDING. COMPANY WITNESS NANCY
SIMS DESCRIBES THESE PROPOSALS IN DETAIL IN HER
TESTIMONY. FOR PURPOSES OF THIS ADJUSTMENT I HAVE
ASSUMED THAT THE FOLLOWING TARIFFS WILL BE APPROVED

WITH AN EFFECTIVE DATE OF JULY 1, 1994.

EXPANDED LOCAL SERVICE PLAN

MESSAGE RATE RESTRUCTURE

HUNTING SERVICE TO FX SUBSCRIBERS

28
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- SWITCHED ACCESS REDUCTION

THROUGH THIS ADJUSTMENT I AM DECREASING GOING LEVEL

TEST YEAR REVENUES FOR THE 1994 EFFECTIVE PORTION

OF THESE TARIFF PROPOSALS.

HOW DOES THE COMMISSION'S DECISION REGARDING A
BROWARD COUNTY EAS PROPOSAL AFFECT YOQUR TEST YEAR

EARNINGS?

IN ITS ORDER NO. PSC-93-0842-FOF-TL OF DOCKET NO.
911034-TL, THE COMMISSION ORDERED THAT SOUTHERN
BELL SHOULD IMPLEMENT AN ALTERNATIVE TOLL RELIEF
PLAN FOR CERTAIN ROUTES IN DADE AND BROWARD
COUNTIES. THIS ADJUSTMENT EVALUATES THE REVENUE

DECREASE AND EXPENSE INCREASE RESULTING FROM THIS

COMMISSION ORDER AND APPROPRIATELY ADJUSTS THE TEST

YEAR GOING LEVEL EARNINGS AMOUNTS IN ANTICIPATION

OF IMPLEMENTATION OF THE ORDER.

PLEASE EXPLAIN YOUR NEXT ADJUSTMENT RELATED TO

ATTRITION.

THE ADJUSTMENT I HAVE USED FOR ATTRITION IS BASED
ON A STUDY PERFORMED BY MR. MCCLELLAN ON BEHALF OF
29
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THE COMPANY. THE METHODOLOGY WHICH HE UTILIZED IN
CALCULATING THE AMOUNT FOR THIS ITEM IS INCLUDED IN
HIS TESTIMONY. THE DATA WHICH MR. MCCLELLAN USED
TO CALCULATE THE AMOUNT FOR ATTRITION WAS ADJUSTED
TO REMOVE THE NEGATIVE EARNINGS IMPACTS FROM THE
SUBSCRIBER PLANT FACTOR (SPF) AND DIAL EQUIPMENT
MINUTES (DEM) JURISDICTIONAL SHIFTS BECAUSE THE
IMPACT OF THESE SHIFTS REACHES ITS FINAL LEVEL IN

1993.

WHAT IS THE NATURE OF YOUR EIGHTH ADJUSTMENT?

IN WITNESS DAVID B. DENTON'S TESTIMONY, THE COMPANY
IS PROPOSING THAT THE COMMISSION ALLOW FOR THE
ESTABLISHMENT OF A CASUALTY DAMAGE RESERVE. THIS
ADJUSTMENT INCREASES TEST YEAR OPERATING EXPENSE BY
$6 MILLION TO RECOGNIZE THE COMPANY’'S PROPOSED 1994

ACCRUAL TOWARD THIS RESERVE.

PLEASE DESCRIBE THE FINAL ADJUSTMENT FOR

EXTRAORDINARY RETIREMENTS.

THE COMPANY IS PROPOSING IN MR. DENTON’S TESTIMONY

THAT THE DEPRECIATION RESERVE IMPACT CAUSED BY THE

EXTRAORDINARY RETIREMENTS FROM HURRICANE ANDREW BE
30
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OFFSET TQ EXPENSE IN 1993. THIS ADJUSTMENT
RECOGNIZES THAT IF THIS PROPOSAL IS ADOPTED, THE
GOING LEVEL RATE BASE FOR THE COMPANY WILL BE LOWER

BY THE AMOUNT OF THIS EXPENSE ENTRY.

ARE THE REMAINING ADJUSTMENTS TQ INTRASTATE
OPERATIONS SIMILAR TO TRADITIONAL COMMISSION
ALLOWANCES AND DISALLOWANCES REPORTED BY THE

COMPANY ON SURVEILLANCE REPORTS?

YES. THE REMAINING ADJUSTMENTS ARE OF THE TYPE
REPORTED BY THE COMPANY ON A RECURRING BASIS. A
BRIEF DESCRIPTION OF EACH ADJUSTMENT 1S PROVIDED ON

EXHIBIT WSR-2 PAGES 3 THROUGH 7.

PLEASE SUMMARIZE YOUR CALCULATIONS OF ADJUSTED
INTRASTATE RATE BASE AND INTRASTATE NET OPERATING

INCOME.

AS SHOWN ON EXHIBIT WSR-2, PAGE 1, I BEGAN WITH THE
COMPANY’S AVERAGE 1993 FORECASTED INTRASTATE RATE
BASE OF $4,150,119,000 AND INTRASTATE NET OPERATING
INCOME OF $389,166,000. I THEN ADJUSTED THESE
AMOUNTS FOR THE SPECIFIC ITEMS LISTED TO DERIVE ON
PAGE 2 AN ADJUSTED INTRASTATE RATE BASE OF
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$4,057,462,000 AND ADJUSTED INTRASTATE NET
OPERATING INCOME OF $372,338,000. THE COMPANY’S
RESULTING RETURN ON RATE BASE IS, THEREFORE, 9.18%

WHICH EQUATES TO A 13.81% RETURN ON EQUITY.

EARNINGS CONSEQUENCES ASSQCIATED WITH EXTENDING

THE INCENTIVE SHARING PLAN

MR. REID, WOULD YOU EXPLAIN THE EARNINGS ISSUES
SURROUNDING THE COMPANY'S PROPOSAL TO CONTINUE TO
BE REGULATED UNDER ITS CURRENT INCENTIVE SHARING

PLAN?

YES. SOUTHERN BELL IS CURRENTLY REGULATED UNDER
THE INCENTIVE PLAN CRITERIA ESTABLISHED IN DOCKET
NO. 880069-TL. THE BASIC STRUCTURE OF THIS PLAN IS
CENTERED ON A RANGE OF ALLOWABLE RATES -OF RETURN ON
EQUITY (ROE) FROM A LOW POINT OF 11.5% TO A MAXIMUM
OF 16%. 1IF THE COMPANY'S EARNINGS REACH 14% ROE
FOR A CALENDAR YEAR, A SHARING CALCULATICN IS
ENGAGED WHERE 60% OF THE EARNINGS IN EXCESS OF A
14% ROE ARE DESIGNATED AS RATEPAYER AMOUNTS AND ARE
SUBJECT TO DISPOSITION BY THE COMMISSION. IF THE
COMPANY'S EARNINGS SHOULD REACH 16% ROE ON AN AFTER
SHARING BASIS, (I.E., CONSIDERING THE EARNINGS
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REQUIRED TO REACH A 14% ROE AND THE 40% OF EARNINGS
OVER 14% RETAINED BY THE COMPANY), THE EARNINGS
WOULD BE CAPPED AT THAT POINT AND ANY ADDITIONAL

AMOUNTS WOULD BE DESIGNATED FOR RATEPAYERS.

IN ADDITION, THE PLAN CALLS FOR THE IDENTIFICATION
AND DISPOSITION OF 1) THE IMPACT OF ALL TARIFF
INCREASES AND DECREASES, 2) EXOGENOUS EARNINGS
IMPACTS WHICH AMOUNT TO $3 MILLION OR MORE IN
REVENUE REQUIREMENTS, 3) THE EARNINGS IMPACT OF
MAJOR TECHNOLOGICAL CHANGES AND 4) THE EARNINGS
IMPACT OF DEBT REFINANCING. ONLY THOSE TARIFF
CHANGES AND EXOGENOUS ITEMS WHICH WERE NOT INCLUDED
IN THE INITIAL EARNINGS CALCULATIONS FOR
RATESETTING PURPOSES IN DOCKET NO. 880069-TL NEED
TO BE IDENTIFIED AND REPORTED. THE EFFECTS OF ALL
FOUR OF THESE EARNINGS IMPACTS, BOTH POSITIVE AND
NEGATIVE, ARE NETTED AGAINST EACH OTHER ON A
CALENDAR YEAR BASIS. IF THE NET EFFECT OF ALL
THESE ITEMS IS AN INCREASE IN CALENDAR YEAR
EARNINGS, THIS INCREASE IS DESIGNATED AS RATEPAYER
AMOUNTS SUBJECT TO DISPOSITION BY THE COMMISSION.
IF THE NET EFFECT OF ALL THESE ITEMS IS A DECREASE
IN CALENDAR YEAR EARNINGS, THE COMPANY ABSORBS THE
LOSS FOR THAT CALENDAR YEAR. THE COMPANY HAS THE
33
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OPTION OF FILING FOR INDIVIDUAL TARIFF CHANGES
WHICH WOULD, IF ADOPTED, HELP OFFSET THE NEGATIVE

IMPACTS OF THESE ITEMS.

TO FACILITATE THE ADMINISTRATION OF THE PROCESS FOR
SETTING THE EARNINGS IMPACTS OF ALL THESE ITEMS,
THE COMPANY HAS BEEN REQUIRED TO REPORT EACH MONTH
WITH ITS SURVEILLANCE REPORT THE EARNINGS IMPACT OF
EACH OF THESE ITEMS AS WELL AS THE NET TOTAL. THE
TRACKING REPORT FOR THESE ITEMS HAS COMMONLY BEEN
REFERRED TO AS THE "BOX". ITEMS WHICH MEET THE
CRITERIA OF DOCKET NO. 880069-TL FOR SPECIAL
EARNINGS TREATMENT ARE SAID TO BE INCLUDED IN THE
BOX AND ARE TRACKED WITH THE MONTHLY SURVEILLANCE

REPORT.

AS SOUTHERN BELL WITNESS DAVID B. DENTON EXPLAINED
IN HIS TESTIMONY, THE COMPANY IS PROPOSING A
CONTINUATION OF THE INCENTIVE SHARING PLAN
ESTABLISHED THROUGH DOCKET NO. 880069-TL. THIS
PROPOSAL MEANS THAT FROM AN EARNINGS STANDPOINT,
THE INCENTIVE PLAN CRITERIA I HAVE JUST DESCRIEED
WOULD BE CONTINUED FOR 1993 AND THEREAFTER, UNTIL

FURTHER MODIFIED BY THE COMMISSION.
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DO YOU HAVE AN EXHIBIT THAT REPORTS THE STATUS OF
THE EXOGENOUS ISSUES AND OTHER BOX ITEMS FOR 1992

AS WELL AS THE ANTICIPATED STATUS OF THESE ISSUES
FOR 1993 AND 19947

YES. MY EXHIBIT WSR-3, ENTITLED "REPORT OF RATE
CHANGES/EXOGENOUS FACTORS/DEBT

CHANGES/TECHNOLOGICAL CHANGES", WAS PREPARED TO
DEMONSTRATE THE CURRENT STATUS OF THE EXOGENOUS
ISSUES AND OTHER BOX ITEMS. I WILL SUBSEQUENTLY
REFER TO THESE ISSUES AS A GROUP USING THE TERM

EXTERNAL FACTORS.

PLEASE EXPLAIN YOUR EXHIBIT WSR-3.

THE FIRST COLUMN OF THIS EXHIBIT LISTS EACH
OUTSTANDING ITEM THAT SHOQULD BE TRACKED ACCORDING
TO THE COMMISSON’S DEFINITIONS AND CRITERIA
CUTLINED IN ORDER NO. 20162 OF DOCKET NO.
880069-TL. THE SECOND COLUMN HEADED "1992 AMOUNTS"
REPORTS THE 1992 REVENUE REQUIREMENT IMPACT FOR
EACH OF THE EXTERNAL FACTORS LISTED IN COLUMN 1 AND
CALCULATES A NET TOTAL. THE FACT THAT THE 1992 NET
TOTAL IS A NEGATIVE $2.5 MILLION INDICATES THAT
WHEN ALL EXTERNAL FACTORS ARE CONSIDERED THE EFFECT

35



v @ ~ o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

IS A LOWERING OF THE COMPANY'S EARNINGS FOR 1992.
PER THE DOCKET NO. 880069-TL CRITERIA FOR THE
INCENTIVE SHARING PLAN, THE COMPANY WILL ABSORB

THIS EARNINGS LOSS FOR 1992,

THE THIRD COLUMN OF EXHIBIT WSR-3, ENTITLED
"ESTIMATED 1993 AMOUNTS", REPORTS THE CURRENT
STATUS OF ALL EXTERNAL FACTORS ANTICIPATED AT THIS
TIME FOR 1993. I HAVE LISTED THE TAX PROPOSALS
ASSOCIATED WITH PRESIDENT CLINTON'S DEFICIT
REDUCTION PLAN AS AN ITEM BECAUSE IT WILL MEET THE
CRITERIA FOR AN EXOGENOUS ITEM UNDER THE INCENTIVE
SHARING PLAN. HOWEVER, SINCE THIS TAX LEGISLATION
HAS NOT YET PASSED CONGRESS, I AM NOT ABLE TO
QUANTIFY ITS IMPACT AT THIS TIME. WHEN MY
TESTIMONY IS UPDATED FOR ACTUAL RESULTS, I WILL
ALSO UPDATE THE STATUS OF THE ISSUES REPORTABLE ON
WSR-3. AT THIS TIME I HAVE SHOWN ON THE EXHIBIT AN
ACCRUAL TO THE INSURANCE RESERVE FOR THE AMOUNT
REQUIRED TO BRING THE EARNINGS IMPACTS FROM

EXTERNAL FACTORS BACK TO ZERO.

THE FINAL COLUMN OF WSR-3 REPORTS THE ANTICIPATED

STATUS OF EXTERNAL FACTOR IMPACTS ON 1994 EARNINGS.

AS THIS REPORT DEMONSTRATES, EXTERNAL ITEMS RESULT
36
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IN A NET INCREASE IN THE COMPANY'S EARNINGS FOR
1994. IF THE STATUS OF THE BOX ITEMS DOES NOT
CHANGE UNTIL 1995 WHEN THE FINAL CALCULATION OF
1994 RESULTS ARE COMPUTED, THIS NET INCREASE WOULD

THEN BE SUBJECT TO DISPOSITION BY THE COMMISSION.

WOULD YOU PLEASE DESCRIBE EACH EXTERNAL FACTOR

LISTED AND EXPLAIN ITS EFFECT ON EACH COLUMN?

YES. AS STATED PREVIOUSLY, THE FIRST FACTOR,
EXISTING ISSUES, REPORTS THE NET VALUE OF ALL
ISSUES REPORTED ON THE 12/31/92 SURVEILLANCE
REPORT. THE DETAIL FOR THOSE ITEMS IS SHOWN ON
EXHIBIT WSR-4, APPENDIX NO. 1 PAGE 15 AS PART OF
THE 1992 SURVEILLANCE REPORT. SIMILAR BALANCES FOR
1993 AND 1994 ARE SHOWN AS ZERO. THIS IS BECAUSE
WE EXPECT THE IMPACT OF ONE OF THE ITEMS, THE
DEPRECIATION INCREASE DUE TO USOAR DOQCKET, TO
SIGNIFICANTLY DECREASE IN 1993. ONE OF THE RESULTS
OF THE USOAR DOCKET WAS TO INCREASE DEPRECIATION
EXPENSE IN THE NEAR TERM BY ESTABLISHING
AMORTIZATION OF THE EMBEDDED BASE OF CERTAIN
ASSETS. 1IN 1992, THE AMORTIZATION OF THOSE ASSETS
WITH FIVE YEAR AMORTIZATIONS ENDED. THEREFORE,
1993 DEPRECIATION EXPENSE WILL BE LOWER. WE
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ESTIMATE THAT THIS WILL ESSENTIALLY QFFSET THE
IMPACT OF ALL OTHER EXISTING ISSUES IN 1993 AND
1994.

DO YOU HAVE A SPECIFIC PROPOSAL FOR THESE EXISTING

ISSUES?

YES. THE COMPANY PROPOSES THAT, FOR ADMINISTRATIVE
EASE, THESE EXISTING ISSUES NO LONGER BE REQUIRED
TO BE REPORTED ON THE SURVEILLANCE REPORT. THEY
HAVE BEEN REPORTED, IN SOME CASES, FOR AS LONG AS
FIVE YEARS. WE FEEL THAT, SINCE THEY ARE EXPECTED
TO ESSENTIALLY NET TO ZEROQ FOR 1993 AND 1994, THAT

THEY SHOULD BE DROPPED AND NO LONGER REPORTED.

WHAT IS THE NEXT EXTERNAL FACTOR ON THE REPORT?

THE NEXT EXTERNAL FACTOR LISTED, RATE DECREASES,
CONSISTS OF THE DADE/BROWARD ALTERNATIVE TOLL
RELIEF PLAN WBICH HAS BEEN ORDERED BY THE
COMMISSION AND THE COMPANY RATE PROPOSALS WHICH ARE
BEING MADE IN THIS PROCEEDING. COMPANY WITNESS
NANCY SIMS DESCRIBES THE COMPANY'S RATE PROPOSALS
IN HER TESTIMONY. THESE RATE REDUCTIONS IMPACT
1993 AND 1994 AND REDUCE REVENUES BY $0.3 AND $§14.8
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MILLION, RESPECTIVELY. RATE INCREASES AND
DECREASES ARE REQUIRED TO BE REPORTED BY ORDER NO.

20162 IN DOCKET NO. 880069-TL.

PLEASE DESCRIBE THE SECTION OF THE EXHIBIT WHICH

CONTAINS THE EXOGENOUS FACTORS.

THE FIRST EXOGENOUS FACTOR SHOWN IS THE RESULT OF
THE COMMISSION’S ORDER NO. PSC-93-0462-FOF-TL IN
DOCKET NO. 920385-TL DATED MARCH 25, 1993 WHICH SET
SOUTHERN BELL'S DEPRECIATION RATES AND SCHEDULES.
IT REFLECTS OUR CALCULATION THAT THESE RATES
REDUCED THE COMPANY'S REVENUE REQUIREMENTS BY
$13.2, $25.7 AND $38.8 MILLION IN 1992, 1993 AND
1994, RESPECTIVELY. THIS ITEM IS REQUIRED TO BE
REPORTED ON THE SURVEILLANCE REPORT IN ACCORDANCE
WITH ORDER NO. 20162 IN DOCKET NO. 880069-TL, AS A

REGULATORY ACTION AFFECTING DEPRECIATION.

THE NEXT EXOGENOUS FACTOR IS THE IMPACT OF SFAS 112
WHICH I HAVE PREVIOUSLY DISCUSSED REGARDING ITS
IMPACT ON 1994 EARNINGS. IT REPRESENTS THE IMPACT
OCF THE ACCRUAL FOR THESE ADDITIONAL COSTS IN 1994.
THIS ITEM IS ALSO PROPERLY LISTED AS EXOGENOUS AS A
RESULT OF ORDER NO. 20162.
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THE HURRICANE EXTRAORDINARY RETIREMENT RECOGNITION
REPRESENTS THE PLANT INVESTMENT REPLACED AND
RETIRED AS A RESULT OF HURRICANE ANDREW WHICH WAS
NOT CONSIDERED WHEN DEPRECIATION RATES WERE RESET.
THE COMPANY PROPOSES IN WITNESS DENTON'S TESTIMONY
THAT THIS BE USED TO OFFSET PART OF THE REDUCTION
IN DEPRECIATION FROM ORDER NO. PSC-93-0462-FOF-TL
IN 1993. SHOULD THE COMMISSION APPROVE THIS
PROPOSAL THEN IT WOULD QUALIFY FOR INCLUSION ON THE
REPORT AS AN EXOGENOUS ITEM AS A RESULT OF

REGULATORY ACTION.

THE ACCRUALS TO ESTABLISH CASUALTY LOSS RESERVES
REPRESENT USE OF THE REMAINING FUNDS IN 1993 AND A
PORTION OF THE REMAINING FUNDS IN 1994 FOR
ESTABLISHMENT AND FUNDING OF A RESERVE FOR
CATASTROPHIC LOSSES FROM HURRICANES AND SIMILAR
OCCURRENCES. THE ESTABLISHMENT OF SUCH A RESERVE
IS PROPOSED IN THE TESTIMONY OF COMPANY WITNESS
DENTON. THIS ITEM ALSO QUALIFIES AS A REGULATORY
ACTION SHOULD THE COMMISSION APPROVE THE COMPANY'S

PROPOSAL.

THE FINANCIAL IMPACTS ASSOCIATED WITH THE NEXT
40
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EXOGENOUS FACTOR, PRESIDENT CLINTON’S TAX PLAN, ARE
UNKNOWN AND NOT MEASURABLE AT THIS TIME. WHEN MORE
INFORMATION IS KNOWN ABQUT THE IMPACT OF THIS
LEGISLATION WE WILL UPDATE THE REPORT TQ SHOW THE
IMPACT ON SOUTHERN BELL. THIS ITEM QUALIFIES FOR
INCLUSION AS A GOVERNMENTAL TAX CHANGE PER ORDER

NO. 20162.

DOES THE NEXT EXTERNAL ITEM, DEBT REFINANCING,

QUALIFY FOR INCLUSION ON THE REPORT?

YES. REFINANCING HIGHER COST DEBT IS SPECIFICALLY
REQUIRED TO BE INCLUDED ON THE REPORT BY ORDER NO.
20162. 1IN THE CASE OF THE REFINANCINGS REFLECTED
HERE, WE ARE REQUESTING THAT THE BOND RECALL

EXPENSES BE AMORTIZED AT THE SAME RATE AS INTEREST
SAVINGS ARE INCURRED, THUS HAVING NO NET IMPACT ON

REVENUE REQUIREMENTS.

WHAT ABOUT THE CATEGORY OF MAJOR TECHNOLOGICAL

CHANGES? ARE THESE ALSO REQUIRED?

YES. HOWEVER, TO DATE NONE HAVE BEEN IDENTIFIED
AND NONE HAVE BEEN REPORTED.
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BASED ON THE REPORT OF EXTERNAL FACTOR IMPACTS YQU
HAVE PROVIDED WITH YOUR EXHIBIT WSR-3, WHAT DOES
THIS INDICATE REGARDING THE COMPANY'S EARNINGS IN

1992, 1993 AND 19942

THE CALCULATION OF NET IMPACT OF EXTERNAL FACTORS
ON THE COMPANY'S EARNINGS, AS SHOWN ON WSR-3,
INDICATES THAT THE LEVEL OF EARNINGS WHICH THE
COMPANY HAS ACHIEVED FOR 1992 AND WILL ACHIEVE IN
1993 AND 1994 ARE OR WILL BE DUE TO THE COMPANY'S
OWN EFFORTS AND NOT DUE TO EXTERNAL FACTORS. NO
REFUNDS OR RATE REDUCTIONS ARE THEREFORE NECESSARY
OR CONTEMPLATED UNDER THE CRITERIA OF THE INCENTIVE
SHARING PLAN FOR EXTERNAL FACTORS IN THESE YEARS.
THE 1993 AND 1994 FINAL CALCULATIONS FOR EXTERNAL
FACTORS WILL OF COURSE BE PREPARED AFTER THE CLOSE
OF THOSE RESPECTIVE CALENDAR YEARS. THIS STATUS
REPORT REGARDING 1993 AND 1994 MERELY REPRESENTS A
CURRENT LOOK AT THE ISSUES THAT ARE OUTSTANDING AT

THIS TIME.

DOES THIS CONCLUDE YOUR TESTIMONY?

YES.
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TRENDS IN FLORIDA FINANCIAL STATISTICS —

PER BOOK INTRASTATE AMOUNTS

SOUTHERN BELL TELEPHONE & TELEGRAPH COMPANY

PFPSC EXHIBIT NUMBER

FPSC DOCKET 920260-TL
REID EXHIBIT WSR-1
COST OF SERVICE TREND
PAGE 1 OF 4

{oo0) TRENDS IN FLORIDA REVENUE REQUIREMENTS 1984 — 1992
IIEM [ 1084 1985 1988 1987 .1988 198¢ 1990 1991 1092
INTRASTATE REVENUE  $1,605,592 $1.757,080 $1.873,460 $1,944,026 $2,000.660 $2.085,758 $2.156,296 $2,215,194 $2.288,003
DEPRECIATION EXPENSE 232,826 249,325 310,125  377.382 478,042 472,114 503,048 546,255 554,348
OTHER EXPENSE & TAX 917,908 963,013 995850 1,003,880 ¢©,114,148 1.118,800 1.158.412 1,180,137 1,258,302
TJOTAL EXPENSES 1,150,734 1,212,338 1,305,085 1,331,242 1,592,190 1,588,923 1,601,460 1,745,392 1,812,651
INCOME TAXES 179,823 198,085 211,354 180,880 108,449 101,077 99,272 91,352 108,763
NET OPERATING INCOME 335,035 348,686 355,621 382,104 366,030 395,758 385,564 378,450 366,580
PLANT IN SERVICE 8,843,753 4,166,204 4,527,174 4,892,415 5,404,000 5,847,003 6,245,469 6,400,778 06,726,946
DEPRECIATION RESERVE 580,685 723,380 909,738 1,177.746 1,505,614 1,881,806 2,229,179 2,315,385 2,058,222
NET PLANT -~ 3,254,008 3,442,008 3,617,438 3,714,600 3,898,302 3,065307 4,016,200 4,085413 4,068,724
OTHER INVESTMENTS 89,333 183,925 102,580 57,605 69,268 62,408 74,017 29,006 (34,428)
RATE BASE 3,343,401 3,008,833 3,720,027 3,772,364 3,067,658 4,027.805 4,001,207 4,114,509 4,034,296
AVERAGE ACCESS LINES 3,329,379 3,480,215 3,663,851 3,882,052 4,090,320 4,310,089 4,511,804 4,663,857 4,823,234
EERAVERAGE ACCESS LINE
INTRASTATE REVENUE $504.88 $483.82
DEPRECIATION EXPENSE 71.64 109.51
OTHER EXPENSE & TAX 276.71 250.08
TOTAL EXPENSES 348.35 368.58
INCOME TAXES 56.34 46.53 23.45
NET OPERATING INCOME 100.10 91.80
PLANT IN SERVICE 118714 1259.07" 1358.32
DEPRECIATION RESERVE 207.86 303.31: 435.49
NET PLANT 989.28 956.66 . 919,83
OTHER INVESTMENTS 47.10 14.80; 14.48
RATE BASE 1036.38 071.52 934.31
RETURN REQUIRED $408. 419
ACTUAL RETURN 395,758
DIFFERENCE 12,881
EXPANSION FACTOR 0.80793
ADDITIONAL REVENUE 20,825
REVENUE REQUIREMENT 2,137,734
REVENUE REQJACC.LN. 49588




TRENDS IN FLORIDA FINANCIAL STATISTICS-

PPSC EXHIBIT NUMBER ____
FPSC DOCKET 920260—-TL

REID EXHIBIT WSR~-1
COST OF SERVICE TREND

COMMISSION ADJUSTED ACHIEVED BASIS PAGE 2 OF 4
SOUTHERN BELL TELEPHONE & TELEGRAPH COMPANY
{0o0) TRENDS IN FLORIDA REVENUE REQUIREMENTS 1984 — 1992
ITEM [ 1984 1985 1986 1987 1988 1989 1990 1991 1992
INTRASTATE REVENUE  $1,640,564 $1.745,765 $1,856,705 $1,035,421 $2,064,115 $2,077,064 $2,168,520 $2,222,071 $2,292,370
DEPRECIATION EXPENSE 232,828 249,325 310,125 378,860 474,955 475,458 502,002 544,815 555,776
OTHER EXPENSE & TAX 917,374 960,083 094,815 1.006,932 1,109,627 1,115,302 1,153,184 1,106,036 1,266,567
TOTAL EXPENSES 1,150,200 1,210,308 1,304,940 1,385,801 1,584,582 1,500.760 1,656,086 1,740,851 1,822,343
INCOME TAXES 171,984 191,110 102,803 167,565 101,821 99,806 112,677 95,011 111,357
NET OPERATING INCOME 327,380 344,350 368,962 382,055 377,712 336,408 397,757 385,309 358,670
PLANT IN SERVICE 3,833,758 4,158,684 4,553,257 4,052,448 5,453,476 5,005,014 6,308,678 6,460,407 6,745,686
DEPHECIATION RESERVE 580,685 723,386 909,738 1,107,407 1,519,233 1,806,888 2,238,072 2,324,055 2,088,217
NET PLANT 3,244,073 3,435,208 3,043,521 3,755.030 3,934,193 4,008,726 4,080,708 4,136,352 4,080,460
OTHER INVESTMENTS 89,333 163,925 102,580 57,843 69,180 62,244 74,878 20,048 (34,447
RATE BASE 3,333,406 3,509,223 3,748,110 5,812,832 4,003,362 4,070,970 4,144,584 4,185,400 4,045,022
AVERAGE ACCESS LINES 3,320,370 3,480,215 3,653,051 3,882,952 4,006,320 4,310,080 4,511,804 4,863,857 4,823,234
EER AVERAGE ACCESS LINE
INTRASTATE REVENUE $501.0 $476.4

DEFPRECIATION EXPENSE
OTHER EXPENSE & TAX
TOTAL EXPENSES

INCOME TAXES

NET OPERATING INCOME

PLANT IN SERVICE
DEPRECIATION RESERVE
NET PLANT

OTHER INVESTMENTS
RATE BASE

RETURN REQUIRED
ACTUAL RETURN
DIFFERENCE
EXPANSION FACTOR
ADDITIONAL REVENUE
REVENUE REQUIREMENT
REVENUE REQ.JACC.LN.

71.64
276.13!

34777

54.9

118.82

256.45

373.26

1385.2

498.31 ]

$370,720
344,350
26,370:
0.40835
§2,015:

0.60508

63,317
2,325,320

498.58°




PPSC EXHIBIT NUMBER
FPSC DOCKET 920260~TL
REID EXHIBIT WSR-1

INTRASTATE ACHIEVED AMOUNTS COST OF SERVICE TREND
ADJUSTED POR CONSTANT DEPRECIATION PAGE 3 OF 4
SOUTHERN BELL TELEPHONE & TELEGRAPH COMPANY
(oo} TRENDS IN FLORIDA REVENUE REQUIREMENTS 19584 — 1882
IIEM : [ 1984 1985 1986 1987 1988 1288 1900 1891 1992

INTRASTATE REVENUE $1,640,564 $1,745,768 $1,856,705 $1,935,421 $2,064.115 32,077,004 $2,186,520 $2,222,071 $2,292,370

DEPRECIATION EXPENSE 315,902 342,678 375,188 408,082 449,388 486,623 510,835 532,338 555,776

OTHER EXPENSE & TAX 017.374 980,083 004,815 1,006,932 1,109,827 1,115302 1,153,184 1,188,038 1,235,261
TOTAL EXPENSES 1,233,276 1,303,659 1,370,003 1,415,014 1,556.983 1,601,825 1,873,019 1,728,374 1,761,067
INCOME TAXES 131,302 145,396 160,042 154,930 111,450 $5,605 106,305 100,808 423,126

NET OPERATING INCOME 284,986 206,713 325,760 365,477 393,872 379,534 387,196 393,007 378,177

PLANT IN SERVICE 3,833,758 4,158,684 4,553,257 4,052,440 5,453.476 5,905,614 6,308,078 6,460,407 6,748,686
DEPRECIATION RESERVE 631,223 853,138 1,118,605 1,453,504 1,777,192 2,147,585 2,503,718 2,501,020 2,028,952
NET PLANT 3,202,535 3,305,546 3,434,562 3,408,042 3,676,284 3,758,020 3,804,960 3,880,378 3,810,734
OTHER INVESTMENTS 89,333 163,925 102,580 57,843 69,180 82,244 74,878 20,048  (34.447)
RATE BASE 3,291,868 3,460,471 3,537,151 3,556,785 3,745,453 3,820,273 3,879,838 3,808,426 3,785,287

AVERAGE ACCESS LINES  3.329.3790 3,480,215 3,653,051 3,882,952 4,006,320 4,310,080 4,511,804 4,663,857 4,823,234

EER AVERAGE ACCESS LINE

INTRASTATE REVENUE

DEPRECIATION EXPENSE
OTHER EXPENSE & TAX
TOTAL EXPENSES

INCOME TAXES

NET OPERATING INCOME

84.2

PLANT IN SERVICE
DEPRECIATION RESERVE
NET PLANT

OTHER INVESTMENTS
RATE BASE

1385.21

RETURN REQUIRED
ACTUAL RETURN
DIFFERENCE
EXPANSION FACTOR
ADDITIONAL REVENUE
REVENUE REQUIREMENT
REVENUE REQ./JACC.LN.

$306,47
393,001
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Revenus Req [ Actest Line

FPSC EXHIBIT NUMBER ___
FPSC DOCKET 920260-TL
REID EXHIBIT WSR—1

COST OF SEAVICE TREND
PAGE 4 OF 4

FLORIDA INTRASTATE REVENUE REQUIREMENT PER AVG ACCESS LINE
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FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL
REID EXHIBIT WSR-2
FPage 3 of 7

Southern Bell
Intrastate Rate Base and Net Operating Income Adjustments

1. Implementation of SFAS 112:
The accounting pronouncement SFAS 112, "Employers'
Accounting for Post Employment Benefits" requires accrual
accounting for certain postemployment benefits that are not
covered under SFAS 106, "Employers' Accounting for
Postretirement Benefits other than Pensions", This
adjustment reflects the Company proposal to expense the
impact of initial adoption of SFAS 112 in 1994 business.

2. Impact of 1993 Bond Refinancings:
This adjustment amortizes the cost of 1993 bond refinancings
at the same rate that interest savings are accruing to the
Company. For 1993, the proforma adjustment to include the
interest savings net of bond costs nets to zero. The
adjustment of $7.8 million reflects the additional bond cost
for 1994; the corresponding interest savings is included in
the going level cost rates in the capital structure.

3. Hurricane Expense True-up:
This adjustment restates the Hurricane Andrew expense
amortization for the latest estimate of the impact of the
storm. The primary impacts are an increase in the deferred
costs associated with the storm and an increase in the
related amortization expense from these deferrals.

4. Capital Recovery Changes:
This adjustment quantifies the impacts of amortizations
which are scheduled to expire in 1994. The adjustment

reduces going level expense by the difference between 1993
and 1994 amortizations.

5. Company Proposal:

This adjustment adjusts test period revenues and expenses
for the tariff changes that Southern Bell is proposing in
this proceeding. The specific changes included are 1)
Expanded Local Service Plan; 2) Switched Access rate
reduction; 3) Message Rate Restructure; and 4) Hunting on

FX. A description of these changes is included in Company
Witness Nancy Sims' testimony.



6.

8.

9.

FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL
REID EXHIBIT WSR-2
Page 4 of 7

Alternative Toll Relief Plan:

In its Order No. PSC-93-0842-FOF-TL of Docket No.

911034-TL, the Commission ordered that the Company should
implement an alternative toll relief plan for certain routes
in Dade and Broward Counties. This adjustment evaluates the
revenue decrease resulting from this Commission Order and
approprlately reduces the test year going level revenue
amounts in anticipation of implementation of the Order.

Attrition:

This adjustment reflects the results of a study performed by
Company Witness John McClellan related to the earnings trend
of the Company. Mr. McClellan's study determines the
expected revenue requirement improvement for the Company in
1994 relative to 1993 results.

Casualty Damage Reserve Accrual:

This adjustment reflects the Company proposal to accrue $6
million of expense per year beginning in 1994 to a reserve
for casualty damages. The reserve balance is included in
rate base as part of cash working capital.

Extraordinary Retirements Expense:

This adjustment recognizes the rate base impact of expensing
the undeprec1ated value of plant which was retired as a
result of Hurricane Andrew damage. The Company is proposing
to expense this amount in 1993. Therefore, the rate base
impact is the only going level adjustment.

10. Excess Plug-In Units:

This adjustment reduces rate base for the excess inventory
of plug-in units over a 30-days supply on hand.



FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL
REID EXHIBIT WSR-2
Page 5 of 7

11. WECO Tax Credits:
Per Docket No. 820376-TP, Rule No. 25-14.010, the Florida
Commission requires deferred taxes on intercompany
transactions to be treated as zero cost capital instead of
as a rate base reduction. To comply, this adjustment: (a)
restores the original surviving Western Electric Company
(WECC) taxes to plant accounts, (b) establishes a deferred
tax account balance representing the unamortized WECO tax,
and (c) adjusts the depreciation reserve by the cumulative
WECO tax restoral.

12. Bellcore Investment & Dividend:
An adjustment to include Florida‘'s share of the Bellcore
dividend in income and Bellcore investment in rate base was
previously included in the BellSouth Services, Inc.
adjustments on the Company's Surveillance Reports. Since
the corporate reorganization effective January 1, 1992,
Bellcore stock is owned directly by BellSouth
Telecommunications, Inc. Therefore, for 1992 and forward, a
specific adjustment for the Bellcore dividend and investment
is required.

13. Qut-of-Period Revenue and Settlements (Independent Company):

This adjustment is made to exclude revenue and settlement
amounts with independent companies budgeted for the test
year that are applicable to prior periods.

14. Yellow Page Profits:
Per FPSC Rule No. 25-4.0405, a computation is made to

determine whether any directory advertising revenues are
required to be excluded from regulated income. Because 1993
gross profits are projected to be less than the 1982
adjusted amount, no adjustment is required.

15. Net Gains on Sale of Property:
In Docket No. 820294, Order No. 12221, the Florida

Commission (FPSC) ruled that the net gain on sales of
property upon disposition should be recorded above the line
for rate making purposes. The FPSC determined that a five
Year average was appropriate to smooth out the erratic
nature of these sales. This adjustment is made to comply
with the FPSC order.
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16. Income Related to Temporary Cash Investments:
This adjustment is in compliance with Docket No. 820294,
Order No. 12221, in which the FPSC ruled that interest
income related to temporary cash investments should be moved
above the line for rate purposes.

17. Interest Reconciliation & AFUDC Debt:
This adjustment is made to reconcile booked interest to the
interest calculated on the debt components of capital
structure. The adjustment is for the tax effect of the
difference in the interest amounts.

18. Interest Imputation:
This adjustment imputes a hypothetical interest amount and
resulting tax savings to the investment credit component of
capital structure. The unamortized investment tax credit
component is multiplied by the weighted cost of long term
debt to determine the interest portion and then the
appropriate tax factors are applied to determine the tax
impact. This adjustment is in accordance with prior
Commission treatment for this issue.

19. Lobbving Expense:
In several orders (No. 7926, No. 10449, and No. 12221) the
FPSC has disallowed lobbying expense for rate making
purposes. Lobbying expense incurred by Florida employees,
or allocated to Florida from Southern Bell Headgquarters is
booked below the line to Account 7370 to the extent it meets
the Part 32 Uniform System of Accounts definition of
lobbying. However, to meet the more stringent FPSC
disallowances, this adjustment is made to move additional
amounts out of regulated expense for state purposes. 1In
addition, the Florida intrastate portion of lobbying or
legislative liaison expenses included in billings from
BellSouth Corporation, BellSouth Communications, Inc. or

Bellcore are removed from regulated expenses as part of
adjustment No. 23.
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20. Corpeorate Advertising Expense:
This adjustment removes corporate advertising expenses

incurred by Southern Bell from regulated expense per FPSC
rulings in Docket No. 820294-TP. 1In addition, corporate
advertising expense included in billings from BellSouth
Corporation, BellSouth Communications, Inc. or Bellcore are
removed from regulated expense as part of adjustment No. 23.

21. Abandoned Projects:
Abandoned projects in Docket No. 820294-TP and Docket No.
880069~-TL were treated as an allowable expense for rate
purposes. The purpose of this adjustment is to move
expenses recorded below the line into regulated expense for
rate purposes.

22. Casualty Expense:
This adjustment is made in accordance with prior Commission
treatment to average the impact of casualty expenses. The
adjustment amount is the difference between the five year
average and the expense estimated to be incurred in the
twelve month period for 1993. As explained in testamony,
Hurricane Andrew expense is being amortized on the books
over 5 years; therefore, this casualty expense adjustment
does not include Hurricane Andrew expense.

23. Other Regulatory Adjustments:
The purpose of this adjustment is to remove from regulated
expense certain costs included in billings from BellSouth
Corporation, BellSouth Communications, Inc. and Bellcore.
The items being removed are not separately billed by these
affiliates, but rather are included in overheads.
Adjustments are made for the Florida intrastate portion of
contributions, social and service membership dues, BellSouth
Classic expense, Olympics expense, lobbying/legislative
liaison expenses, and corporate advertising.

24. Impact of 1992 Bond Refinancings:
This item reflects the impact of the Company's refinancing
of bonds in June and July, 1992. The adjustment amount is
an increase in expense equal to the portion of these
refinancing costs which are being amortized over the 40 year
life of the new bond issues as prescribed by Order No. PSC-
92-1412-FOF-TL, dated December 7, 1992.
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Incentive Sharing Plan

Report of Rate Changes/Exogenous Factors/Debt Changes/Technological Changes
Intrastate Amounts - Effective Revenue Requirement Impacts
($ Millions)

($ MILLIONS)
All Price Changes, Exogenous
Factors>»$3 million, Debt
Refinancings and Major Estimated Estimated
Technological Changes 1992 Amounts 1993 Amounts 1994 Amounts

I. Existing Issues:
Net Value of all issues as
shown on 12/31/92 Earnings
Surveillance Report $(15.7) $§ 0 S 0

II. HNev Issues:
A. Rate Decreases

{1) Dade/Broward $.25 Plan {0.3) {10.5)
(2) Company Proposals (4.3)
{3) Total (14.8)
B. Exogenous Factors:
(1) Depreciation
Represcription Order 13.2 25.7 38.8
(2) SFAS 112 (14.2)
(3) Hurricane Extraordinary
Retirement Recognition {17.8)
(4) Accruals to Establish
Casualty Loss Reserve (7.6) (5.7)
(5) President Clinton’s Tax
Plan or Other Exogenous ? ?
C. Debt Refinancing
Interest Savings-1993 Issues - 3.9 8.0
Debt Refinancing Expense
Recognition -- (3.9) (8.0)
D. Major Technological Changes NA NA NA
None

E. Net Total Impact (2.5) 0 4.1
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12 Months Ended : December 31, 1992 o
(1 (2 3 {4 5 L) ™
Total Total Intrasiate
RATE BASE{000) Company Intrastate Toll intraToll
Columns Interstate Columns Columns Inter- Intra-
{2+3) Toll 4+7) {5+ 6) tarritory territory Local
AVERAGE RATE BASE
1. General Support $1,148,758 $260,128 $888.628 $195,542 $80,823 $105.719 $893,088
2, Central Office 3,321,557 835,428 2,488,120 577102 250,009 318,003 1,000,027
3. Information Orig/Term 164,420 44,317 120,103 23,580 13916 0,664 08,623
4. Cable and Wire Facilities 4,410,004 1,104,307 3,215,697 722,414 405,610 316,798 2,403,283
5. Amortizable Assets 21,228 4,847 16,389 3,658 1,880 1878 12730
6. Plant In Sarvice $9.0859073 $2,330,027 $6,726,948 31,522,297 $770,134 $762,183 $5.204,649
7. Accumulated Depreciation and
Amortization 3,598 09, 940,770 32,858,222 602,342 307,809 294533 2,055,880
2. Net Plant in Service $5,468,081 $1,308257 $4,068,724 $019,056 $482,326 $457,830 $3,148,760
%. Proparty Held for Future Use 220 &9 17 39 20 19 132
10. TPUC (No IDC) 32.887 8,604 24,083 5,458 2,782 2,674 18,627
1. Acquisition Adjustments 0 0 0 [ 0 0 0
2 Working Capital Allowance (79.430) {20,748) (58.682) (13.328) {8,328) {7,003) {45,353
13. Per Book Average Aate Base $5420,408 $1,338,172 $4,034,208 $n2,121 $458,801 $453.320 $3,122175
14, % Distribution . 100% 25.57T% T4.43% 18.83% 8.46% 8.38% 57.60%
ADJUSTMENTS TO AVERAGE RATE BASE
15. Adjustments for Achieved Rate Base $11,72¢
18. Adjusted Achieved Rate Base $4,048,022

ADJUSTED ANNUALIZED/FRO FORMA YEAR END RATE BASE

17. Year End Rate Base per Books : 4,035,820

18, Adjustmants for Year End Rais Base 65,9090

1%. Adjusted Year End Rate Base $4,101.810

RATES OF RETURN

20. Average Per Book . €.29% 8.88% 9.09% 15.86% 13.74% 18.00% 7.11%
21. Average Adjusted Achleved £.86%

22. Adjusted Year End 8.45%
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)] 2 3 0] {s) B Y]
. Accumulated s
ADJUSTMENTS TO AVERAGE RATE BASE Depreciation Propeny ST Plant Working Per Bock
(oon) Plant in and Held for Under Acquisition Capital Average
Service Amostization  Future Use Construction  Adjustment  Aliowance Rale Base
1. Intrastate Rate Bace per Books $6,726,048 $2,658,222 $1Nn $24,083 $0 ($58,682)  $4,034,206
INTRASTATE ACHIEVED ADJUSTMENTS
2. Excess Plug-in Units {18,100) $ 0 0 30 $0 {$18,100)
3. WECO Tax Credits 37,125 15,493 1] 0 0 ) 21,632
4. BELLCORE Investment 511 0 0 ] 0 0 5171
5. ENFIA {1.237) {518) [ (4) 0 (10) {733}
8. Othat Rats Base Adjustments (1.219) (4,980) 0 {5) 0 0 3,758
7. Total Accounting Adjustmaents,
Intrastate Achieved $21,740 $9,995 $0 ($9) $0 ($10) $11,726
3. Achieved Intrastate Rate Base $6,748,686 32,668,217 $171 $24,074 $0 ($58,602)  $4,045,022
2. intrastate Year End Rate Base
per Books $68,837,933 $2,787,761 $170 $27.842 $0 {$42,364)  $4,035,820
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
FPSC ADJUSTMENTS:
10. Excess Plug-in Units ($18,100) $0 $0 $0 $0 $0 ($18,100)
11. WECO Tax Cradits 37,139 15,499 [+) ] o 1] 21,840
12. BELLCORE Investmaent 5,150 0 0 0 0 [+} 5,150
13. ENFIA (1,237 (518) o {4 /] {10} {733)
ANNUALIZING ADJUSTMENTS:
14,
15
ia
17.
18,
PRO FORMA ADJUSTMENTS:
19. Phase Down of SPF 79,045 33,388 2 272 840 47483
20. Cther Saparations Changes 16,505 6,021 0 58 10,540
21
22 Total Accounting Adjustments,
Intrastats Annualized $119,402 $54,368 $2 $324 $0 $630 $85,900
23. Intrastate Annualized/Pro Forma
Year End Rate Base $68,957,335 $2,842.120 $172 $28,168 $0 ($41,734)  $4,101.810
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12 Months Ended : December 31, 1992 '
) ) 2 (3) ) 2] O] 5]
Total Toral Intractate
NET OPERATING INCOME(000) Company Intrastate Toll IntraToll
Columna Interstate Columns Columns inter- Intra-
{(2+3) Toll * A+ ¥ (5+8) territory territory Loca)
BOOKED REVENUE
1. Basio Local Service Revenue $1,395,233 124 $1,305,100 $0 0 0 $1,395,100
2, Network Access Rovenus 1,042,698 760,802 281,998 231,808 270,190 11,708 1]
3. Long Distance Revenue aur2n 1,834 345,427 345,437 0 245437 )
4. Miscellaneous Ravenue 342,508 25,089 317,508 16,670 13,001 3,689 300,838
5. Uncollectible Revenues 40,95% 2,213 38,738 8,043 340 8,602 31,705
8. Net Booked Revenue $3,086,849 $765,638  $2,301,.213 $637,081 $282,851 $354.210 $1,684,152
OPERATING EXPENSES
7.
8. Plant Specific Operation Expense 548,173 153,503 392,580 87,951 43,768 44,185 304,629
9. Plant Non—Spaecific Operatlons Exp 276,258 69,558 208,608 58,889 22,872 34,317 140,809
10. Depreclation and Amortization 726,120 171,781 554,348 121,773 62,425 65,348 428 875
11. Customsr Operations Expense 412,573 80,188 332,376 82,304 31,184 51,120 250,0M1
12. Corporate Operations Expense 295,693 85,895 209,798 50,458 23,195 27,261 159,342
13, Other income and Expense L 24 67 15 L) 7 52
14. Total Operating Expense $2,256.915 $561,040 $1,605.888 $405,388 $183,150 $222.238 $1,200,478
15. % Distsibutlon 100% 24.88% 75.14% 17.96% 8.12% 9.85% 57.18%
OPERATING TAXES
18. Federal Income Tax 128,545 40,757 $85.788 $48,030 21,672 28,358 37,758
17. State income Tax 36,404 13.429 22975 13,672 5,226 8,443 9,303
18. Other Taxes 183,503 33,508 120,995 25,312 9,742 15,570 104 883
10. Total Operating Taxes $326,452 $87.094 $238,758 $37,014 $36,0643 $50,371 $151,744
NET OPERATING INCOME
20. Psr Book NOI $503.482 $136,893 $386,589 $144,659 $63,058 $81,601 221,930
21. NO! Effect of Adjustments{Achieved) [ek:ato]
22. Adjusted Achieved NOI $358,670
23, NOI Etfoct of Adjustments{Annual/Pro Forma) {12,267}
24_ Annualized/Pro Forma NOI $346,403

* Includes $ 16,531,103 for Universal Service Fund

# Above sxpenses include regulatory and legisiative liaison expenses of $ 1,210,000. See the Lobbying Expanse proforma
for the legislative and lialson exp excluded for rate making purposes.
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ADJUSTMENTS TO NET OPERATING INCOME
INTRASTATE REVENUE
(000)

Basic Local

() ) 3
Inter~ Intra-
Tarritory Territory

Revenues Revenue

@

Service
Revenue

Misc
Revenua

)

Uncollectible

Revenues

(6)
Net
Booked
Revenue

1. Total intrastate Revenue per Books

$1,395,109  $283,191  $360,812  $300,839

$38,738

$2,301,213

INTRASTATE ACHIEVED ADJUSTMENTS

OUT OF PERIOD ADJUSTMENTS:
2. Rov & Sett (Ind Co)
3. Expenses
4. MR & FR Taxes
5. Other Out of Period Revaenue
6.
7.

8
9. .
10. Other Reg/Nonreg Adjustments
11. Yellow Page Profits
12. Gains on Sales of Property
3. Income Related 10 Temp Cash Inv
14, Interest Raconclliation
15. Interest imputation
16. ENFIA
17. Lobbying Expense
18. Corporate Advertising Expanse
~ 18. Abandoned Projects
20. Casualty Expensa
21. Bellcore Dividends
22. Telephone Franchise Requirement
23. Other Regulatory Adjustments

24. Total Accounting Adjustments,
intrastate Achleved

6,360 {2.266) 0 (549)

(561)

(233)
243

790

$6,604 ($1.213) ($78) ($946)

$0

$975

3,145

(561)

(233
248

7

oogooooooc

$4,367

25. Total Achisved Intrastate Revenue

$1,401,713  $281,978  $360,734  $299,893

$38,738

$2,305,580
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Company : Southern Bell Tel. & Tel. Co. Page 5 of 155
12 Months Ended : December 31, 1992
Q] [¢] ®) 4) ) &}
ADJUSTMENTS TO NET OPERATING INCOME  Basic Local Inter- Intra- Net
INTRASTATE REVENUE Sarvice Territory Tarritory Misc Uncollectible Booked
(000) Revenue Revenues Revenue Revenhue Revenuas Revanue
25. Total Achieved Intrastate Revenue $1,401,713 $281,978 $360,734 $299,893 $38,738 $2,305,580
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
ANNUALIZING ADJUSTMENTS:
26. $0
7. 0
28. 0
25 0
30.
al.
C 82 4]
FPSC ADJUSTMENTS (PRO FORMA):
33 0
34, 0
3RO FORMA ADJUSTMENTS:

35. Employae Level Adjustment 0
36. Nonarecurring ltems 0
37. High Cost Univarsal

Service Fund 0
38. Phase Down of SPF 24 24
39. Other Separations Changes 1 1
40, Total Accounting Adjustments,

Intrastate Annuallzed $0 $0 $0 $25 $0 $25
41. Total Annualized Intrastate Revenus $1,401,713 $281,978  $360,734 $299,918 $38,738 $2,305,606
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ADJUSTMENTS TO NET OPERATING INCOME
INTRASTATE OPERATING EXPENSE
(000)

(1 @
Plant

3 @ - ) ®
Other

Speciiic Non-Plant Depreclation  Customer Corporate

Operations
Expense

Specific and Operations  Operations
Oper. Exp.  Amortization Exponse Expanses

@ ®

Cther Total
income and  Operating
Expensas Expense

1. Total intrastate Expenss per Books

INTRASTATE ACHIEVED ADJUSTMENTS

OUT OF PERIOD ADJUSTMENTS:
2. Rev & Seft (Ind Co)
3. Expenses
4. MR & FR Taxes
§. Other Out of Period Revenue
8.
r A

L 8

9.
10. Other Reg/Nonrey Adjustments
11. Yellow Page Profits

2. Galns on Sales of Property

(3. income Related to Temp Cash inv
14. Interest Reconciliation
15. Interest Imputation
18. ENFIA
17. Lobbying Expense
18. Corporate Advertising Expense
18. Abandoned Projects
20. Casualty Expense
21. Belleors Dividends
22, Telephone Franchise Requirement
23, Other Regulatory Adjustments

24, Total Accounting Adjustments,
intrastate Achieved

25, Total Achisved intrastate Expense

$0  $392,580 $208,898 $554,348 $332,375 $200,798 $67 41695868
$0

{938) 205 1411 1,291 4,278 $8,347

0

[

12 2,145 17 43 1,586 3,803

0

1 ]

(]

0

0

214) 214)

{448) (a48)

(280) (280)

399 309

(18 (18

0

0

(1.639) (1.638)

$0 ($942) $2,450 $1,428 $1,334 $5,138 ($1,453) $7,955
$0  $391,638  $200,148 $555,778 $333,709 $214.936 ($1,386)  $1,703.821
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m @
Flant
ADJUSTMENTS TO NET OPERATING INCOME Specific
INTRASTATE OPERATING EXPENSE Qgerations

(000) Expense

{3}
Other

@

= U] o @

Non-Plant Depreciation Customer Corporate Other Total

Specific

and

QOper. Exp.  Amortization

Oparations  Operations Incomeand  Operating
Expense E,. E.-_;, EXPOI'I“

25. Total Achleved intrastate Expenses $0  $391,638

$209.148

$585,776

$333,709 $214,838 {$1,388)  $1.703.821

INTRASTATE ANNUALIZED/PRO FOAMA ADJUSTMENTS

ANNUALIZING ADJUSTMENTS:
28.

FPSC ADJUSTMENTS (PRO FORMA):
33.
a4,
PRO FORMA ADJUSTMENTS:
35. Employee Level Adjustment
38. Nonrecurring ltems
37. High Cost Universal
Service Fund
38. Phase Down of SPF 4,751
39. Other Separations Changes 851

40. Total Accounting Adjustments,
intrastate Annualized $0 $5.602

2,216
481

5359
1,348

$s,707

Qobg

-]

2,142 2,142
1,488 13,812
281 2,94

0 $3,009 $0 $18,895

41. Total Annualized Intrastate Expense $0  $397.240

$211,825

$562.483

$333.709 $218,845 ($1.588) s$1.722.718
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12 Months Ended : December 31, 1992
4)) @ ) 4 (5
ADJUSTMENTS TO NET OPERATING INCOME Total
INTRASTATE OPERATING TAXES Federal State Operating ‘
(000) Income Tax Income Tax Other Taxes Taxes NOI

1. Total Intrastate Taxes per Books $85.788 $22.975 $129,995  $238,758 $366,589
INTRASTATE ACHIEVED ADJUSTMENTS
OUT OF PERIOD ADJUSTMENTS:

2. Rev & Sett (Ind Co) 309 53 13 $375 $600

3. Expenses (2,050) 347 (29) (2,426) (3,918)

4, MR & FR Taxes (1.452) 1,137 1,745 1,430 (1,430)

5. Other Out of Perlod Ravenus 997 171 41 1,209 1,936

& .

7.

8.

9.
10. Other Reg/Non-reg Adjustments 1,188 171 (5) 1,354 (5,718)
11. Yellow Page Profits 0 0 0 0 0
12. Galns on Salas of Property {74) {13) ()] (30) (144)

3. Income Related te Ternp Cash Inv 79 14 3 96 152
14. Interest Reconciliation 2,473 423 2,896 (2,896)
15. Interest Imputation (1,213} {208) {1,421) 1421
16. ENFIA 86 15 (28) 73 141
17. Lobbying Expenss 143 25 168 278
18, Corporate Advertising Expense 90 15 105 175
19. Abandoned Projects (128) 2 (150) (249)
20. Casualty Expense 5 1 6 10
21. Belicore Dividends 76 13 89 701
22. Telephone Franchise Requirement 0 0
23. Other Ragulatory Adjustments 527 90 617 1,022
24, Total Accounting Adjustments,

Intrastate Achieved $1,056 $1.538 $1,737 $4,331 ($7.519)

25. Total Achieved Intrastate Taxes $86,844 $24,513 $131,732 $243,089 $358,670
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12 Months Ended : December 31, 1992 ' _
¢} 2 (&) {4} 16))

ADJUSTMENTS TO NET OPERATING INCOME Total
INTRASTATE OPERATING TAXES Federal State Operating

(000) Income Tax IncomeTax Other Taxes Taxes NOt
25. Total Achleved Intraslate Taxes $86,844 $24,513  $131,732  $243,080 $358,670

INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS

ANNUALIZING ADJUSTMENTS:
26. $0 $0
27. 0 0
28. 0 0
29 .
30.
3.
32 o 0
FPSC ADJUSTMENTS (FRO FORMA):,
3. 0 0
4, 0 0

PRO FORMA ADJUSTMENTS:
35. Employee Leve! Adjustmaent 0 0
36. Nonrecurring ltems 1] 0
a7. High Cost Universal

Searvice Fund (688) (118) 0 {806} {1,336)
38, Phasa Down of SPF {4,925) 811} 960 (4,776) (9,012)
39. Other Separations Changes {1,047} (172) 198 (1,021) (1.919)
40, Total Accounting Adjustments,

Intrastate Annualized {$6,660) ($1,101) $1,158 {$6,603) {$12,267)

41. Total Annualized Intrastate Taxes $80,184 $23.412 $132,800  $236,486 $346,403




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANGE REPORT

# See Page 8 for details.

T
T
p-uSM 3

Page 3
Company ! Southern Bel} Tel. & Tel. Co,
12 Montha Ended : December 31, 1062
m {2 & @ 5 ® o (@ @©) (10} {1y
AVERAGE CAPITAL{INTRASTATE) Average Speclfic Pro Rata Adjusted ~Cost Rate- Walghted Cost Ratg——e——
{000) Par Books Adjustments Adjustments Amount % of Total Floor Sharing Ceiting Floor Sharing Calling
1. Lang Term Debt 1,088,911 {22,176) $1,084,735 26.32% 8.83% 227%
2, Short Term Debt 115,128 5,847 (2,484} 118,311 2.92% 3.91% 0.11%
3, Pralerred Stock 0 '] 0 0.00% 0.00% 0.00%
4, Customer Deposits 56,084 {1.144) 54,020 1.36% 8.57% 0.12%
8, Common Equlty 1,988,909 24,347 {41,077) 1,972,179 48.74%  11.50% 14,00% 16.00% 5.61% 8.82% 7.80%
6. Investment Tax Credits 127,180 {2.695) 124,595 3.08%  10.50% 11.80% 13.42% 0.32% 0.38% 0.41%
?. Cost Free Capital 701,494 24,803 {14,815) 711,282 17.58% 0,009 0.00%
8. Tota! Capital $4,075,698 $54.507 ($84.271) $4,048,022 100.00% 8.43% 9,885 10.71%
INTERNAL FUNDS
8.% Inlarrial funds to construction expenditures after dividends (Tetal Company} 90.86%
10. Timens interest sarned (Ni+intarest+Iincome Tax)/interest {Total Company) 4.15
t1. Long Term Debt/ Capital {Intrasiate) 33.80% g E. g
[ &
12. Short Term Debt / Capital (Intrastate) 3.58% = ]
’ [T}
o .
H 5 [
13. Average adusted achleved return on equity (Intrastate) 12.36% O Bt
& @
LU N
14, Adjusted year end return on equity {intrastate) 11.53% g
o0
;

Jz0dey soueTT

IO 3TATUXE DSdd
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12 Months Ended : Docember 31, 1992

L) @ ) “ ® ® @ ®)
ADJUSTMENTS TO AVERAGE CAPTTAL{DO0) LONGTERM SHORTTERM PREFERRED CUSTOMER OCOMMON INVESTMENT COSTFREE  TOTAL
DEBY DEBT STOCK _ DEPOSMS __ EQUITY  TAXCREDITS  CAPITAL _ CAPITAL
1. Total Caphtat Per Books 1,488,328 155,529 ° 56084 2,686,883 167,178 94T 5,457,604
DESCRIPTION OF ADJUSTMENTS TO SPECIFIC SOURCES
2 Accrued Dividends 2 a3z
2. WECO Tax Credits 3359 e
4. Acorusl for Flarida Refund 5847 5847
& 0
6. Sub-10tal of Specific Adjustments 1o Sources $0 35,047 80 0 s32a0 ) 530,00 $72,177
7. Adjusted Tobsl Capltal 51,488,328 $181,178 ) $56.084  $2.719.744 $167,178 $957,281  $5,520,871
DESCRIPTION OF PRO RATA ADJUSTMENTS
8. Various Dift From Fixis Base # (24,652) ) ¢ (937 (45,440) (2799 (15908 (92,390
%
10,
1
12 Sub-total of Pro Rate Adjustments to Sources (324,522) {52,803 ) (3837)  ($45,440) G279 (15908 (392001
13 Sublotal, Pro Rata Adjusted Tots! Capital $1.443,798 3150483 ) $55,127 52,674,004 $184,088 S941,385 35,437,480
14, Intarstate Separation Factor 370,081 340,172 0 5207 sTOR.a8 0,700 5Z0,100_$1,301.,488
15 Adjusted Jusiedictional Capital $1,084,738 $118.311 50 $54,020  $1,072,170 $124,505 $711,202 34,040,022

# Ses Page 8 lor detalis,
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Company : Southern Bell Tel. & Tel. Co.
12 Months Ended : December 31, 1992
(1 {2) (3)
Intrastate
CUSTOMER BILLING ({000) Toll —-Intra toll-———————
Columns Inter- Intra-
(2 +3) territory territory
ACCESS CHARGES .

1. End User Charges (30) (0) 0

2. Capacity Charges (a) 143 143 0

3. MOU Charges To IXC's {b) 258,177 246,472 11,706

4. Special Access Charges (c) 19,948 19,948 0

5. Other {d) 136 136 (0)

6. Total Access Charges $278,404 $266,699 $11,706
OTHER CHARGES TO IXC'S :

7. Operator Services (D.A.) $5,505 5,605 0

8. Billing and Collecting 9,273 9,273 0

9. Interexchange Lease 75 0 75
10. Total Other Charges to IXC's $14,853 $14,778 $75
SUSTOMER CHARGES (e):

1. MTS $261,751 0 261,751
12. WATS 37,973 0 37,973
13. Private Ling-FX 52,112 0 52,112
14. Local Exchange 0 0 0
15. Miscellaneous 0 0 0
16. Tetal Customer Charges $351,837 $0 $351,837
17. Total Billing $645,094 $281,477 $363.617
18. Joint Transport Receipts (Payments) {$49) ($49) $0
19. Subsidy Fund Receipts (Payments) {$2,423) {$2,013) ($410)
20. Out~-of-Period Billings $115 ($1,053) $1,168
21. Intra-LATA Private Line Pool Revenue ($5,989)
22. Access Expense ($1,086) *
23. Other Settlements ($8,415) (2,016) (6,399)

NOTE: The amounts on this schedule reflect, among other things, all payments from IXC's on a composile basis. Howaver,

LEC's are expected to maintain individual side records by IXC in the same level of detail found on this schedule.

(2) Busy Hour minutes of Capacity Charge.

{b) Includes Local Switching, Local Transport, Line Termination and Carrier Common Line.

{¢) For Intrastate Interterritory Station Terminals.

(d) Includes testing, ordering, 1abor, etc.

*g) For Linas 11 through 15, include only charges billed to customer and retained by company, not charges bilied on behalf of IXC's.
* MABC Revenues were $ 11,706 and MABC expenses were $ 12,802 for twelve months ending December 31, 1992,
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Company : Southern Bell Tel. & Tel. Co. '
12 Months Ended : December 31, 1892
{1 () (3 4 5) {5 )
NET OPERATING INCOME Total Total Intrastate
FOR THE MONTH ENDED (coQ) Company Intrastate Tall intraToll
December 31, 1992 Columns Interstate Columns Columns Inter— Intra=
{2+3) Toll 4+7 (5+6) tarritory territory Local
BOOKED REVENUE
1. Basic Local Service Revenue $120,841 11 $120,830 $0 $0 50 $120,830
2. Network Access Revenue 102,705 T8 444 24,2681 24,2681 23,462 789 0
3. Long Distance Revenue 28,406 188 28,220 28,220 0 28,220 0
4. Miscellaneous Revenug 27,050 2,543 24,507 1,344 1,033 n 23,163
5. Uncollectible Revenues 452 71 as1 84 22 62 207
8. Net Booked Revenus $278,550 $51,113 5197437 $53,741 324,473 $20,2688 $143,696
OPERATING EXPENSES
7.
8. Plant Specific Operation Expense 52,414 22,330 30,078 8,863 3,239 3,424 23,415
9. Plant Non-Specific Operations Exp 22,874 6,539 18,435 4,429 1,845 2,584 12,006
10, Depreciation and Amortization 60,135 14,394 45,741 10,283 5,088 5217 35458
11. Cusiomer Operations Expense 38,203 7135 a3t 158 T.514 2,645 4,869 23,844
12. Corporate Operations Expense 20,285 8,838 20,849 4,782 2,197 2,585 15,867
13. Other income and Expense 15 4 1 2 1 1 ]
14. Total Operating Expensze $203,116 $50,044 $144,072 $33,673 $14,003 §$18,680 $110,399
15. % Distribution 100% " 20.07% 70.93% 16.58% 7.38% 9.20% 54.35%
OPERATING TAXES
18, Federal income Tax 18,660 5,308 13,352 5,048 2421 2,625 8,306
17. State Incoms Tax 5,172 2,154 3,018 1.589 600 989 1,428
18. Other Taxes 12,848 2,391 10,457 2,124 687 1,437 8,333
19. Total Operating Taxes $38,880 $9.853 $268.827 $8,759 $3.708 $5.051 $18,068
NET OPERATING INCOME
20. Per Book NOI for the Month $38.754 $12.218 $28,528 $11,309 $5,772 $5,537 $15,229
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12 Months Ended : December 31, 1992

RECONCILIATION OF CAPITAL TO RATE BASE

{co0)
DESCRIPTION COMBINED INTRASTATE
1. Long Term Plant Under Construction ($23,811) ($17,674)
2. Investments in and Advances to Afflllated Companies 6rn (5.016)
3. Miscellaneous Physical Property (8,9502) (6.590)
4. Other (40,495) (45,085)
5. Rate Base Adjustments
A. Excess Plug-in Unilts (24,182) {18,100}
B. Ball South Services Investment 6,978 5171
C. ENFIA 1] {733)
D. Out of Period ltems . 4,798 3,756
E. Total Rate Basa Adjustments {12,406) (9,906)

6. Total (92,391) (84,271)
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REPORT OF RATE CHANGES/EXOGENEOUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANGES

Intrastate Amounts
{000's)

Annual YTD
Revenue Requlrement Etfective Cumulative
Impact Portion for 1992 Effect
All Price Changes,
Exogoneous Factors > $ 3 Million,
Debt Refinancings and Major
‘Technological Changes
1. RATE CHANGES
A Rate Increases $17,586 $17,586 $63,053
B. Rale Decreases (8,571) (8,373) {19,346)
Net $9,015 $9,213 $43,707
i EXOGENEOUS FACTORS
A. Depr Increase due to USOAR Docket (17,997) (17,997 (53.301)
B. Separations change {7,422 {7.422) (27.833)
Net ($25,419) ($25.,419) ($81,134)
1Il. DEBT REFINANCING
A. Ditferance between forecast and actual $519 $519 {4.776)
V. MAJOR TECHNOLOGICAL CHANGES
NONE
Grand Net ($15,885) ($15,687) ($42,203)
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RATE STABILIZATION ORDER
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REPORT OF RATE CHANGES/EXOGENEOUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANGES

ADDITIONAL DESCRIPTION OF ITEMS
(000°s)

Earnings Surveillance Report

All Price Changes,

Exogeneous Factors > $ 3 Million,
Debt Refinancings and Major
Technological Changes

LA. Rateincreases (by service}
1. Nonrecurring FX charges. Tariff oftering GSST A-9, Elf. 7/11/88
2. Toll Terminals. Tarllf offering GSST A-13. Eff. 1/1/89
3. Mobile Service. Tariff offering GSST A-3. Eff. 4/21/89
4, Custom Calling Services. Tariff offering GSST A-13, Eff. 9/1/89
5. Bad check charge. Tariff offering GSST A-2, Eff. 5/21/90

1.8. Rate decreases (by service)
1. Megalink service reduction. Private Line B-7. EH. 8/8/88
2. WATS usage charge. Tariff offering GSST A-19, EHf. 10/20/89
3. Telephone Answaring Serv DID. Tariff off GSST A-6,A-8. Eff 3/19/90
4. Saver Sarvice. Tariif oiffering A-18,A-118. Eff, &/1/90
5. PIC Change Charge. Access Tariff E-13. Eff. 9/4/90
6. Saver Service and WatsSaver Services. GSST Tariff A-18. Eff. 7/1/91
7. Mobile Service Provider Interconnection. GSST Tarill A-35, Eff 11/11/91
8. CLUB Billing Svs « Optional to Standard, GSST Tariff A-13 Eif 1116/92
9. Public Tel Access Service for CPE - interconnection rate raduction;
GSST Tariff A-7, Eff 2/10/92
10. Eliminate $.75 NRC BAC surcharge for NPATS providers, GSST Tariff A-7.5,
Eff. 3-16-92
11. Nonrecurring Swilched & Speclal Access Charges. Access Tarilf E-6, £-7,
Eff. 3-31-92

12. Discounted Florida Relay Center toll calls, GSST A-18, Eff. 6/1/92
13. E911 network service rates, GSST A-6, A-24, A-124, EIf. 6/15/92

ILA. Dapreciation differences due to the USOAR Docket.

B. Separations change for revenue accounting procedures. The
FCC mandated this change be effective on 4/1/89.

fILA. Difference between actual long term debt cost rate and foracasted
rate for the current twelve month ending period, adjusted to exclude

the effective portion of the current year interast savings
assoclated with the 1989 refinancing of $200M of 11.75% debentures.

YTD
Effective
Annual Portion Cumulative
tmpact for 1992 Etfect
$2,465 $2,465 $11,093
2,086 2,086 8,344
2,254 2,254 8,265
10,000 10,000 33,333
781 78 2,18
$17,586 $17,586 $63,053
($90) ($90) ($359)
(134) {134) (424)
{182) {182y {501)
{4,205) (4,205 {10,997
{2,436) (2,436) (5.684)
(104) (104) {156)
(27) 2h (30)
(26) (25) (25)
(1.078) (959) (959)
(219) (173) (173)
(1 & )
Not quantified
{69) 3N @n
($8,571) ($8,373) ($19,346)
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Intrastate Amounts (000's)
Estimated Annual Revenue Impact
New Setvices Eftective Date Year1 Year 2 Year 3
1. Koy System cust allowed to partic as STS providers 3/5/88 30 $0 $0
2. TouchStar Service 8/8/88 131 6,151 13,775
3. Link-~-Up Florida 9/12/88 0 0 0
4, Pay Per View (TicketTaker) 5/15/88 * 64 67
5. Private Line Tariff (Megalink Channel) 4/29/88 296 1,690 3,264
6. GaoServ T1i1/88 129 144 N/A
7. 2 Way Measured Tariff 12/2/88 28 109
8. AccuPulse Service 1/9/89 3 59
9. Switched Accass AccuPulse Service 1/9/89 520 520
10. ESSX Multi-Account Service 2/28/89 842 842
11. Special Calling Features 8ns/89 224 1,409
12. Intralata Only 800 Service 9/1/89 115 128
13. Dial Backup Service 9/27/189 9 9
14. 2400 bps Central Office Data Set 9/27189 5 6
15. Automatic CaR Distribution(ACD-MIS) 10/9/89 1,847 1,847
16. Switched Data Service 10/9/89 33 33
17, Simplified Messaga Dask Interface(SMDI) 10/9/89 109 109
18. Customer Network Management 1113/89 19 58
!9, Statlon Massage Dataill Recording - Premises 12/1/89 1,013 1,013
20. Area Communication Service (ACS) 12119/89 23 23
21, Bllling & Collecting of Subscriber Surcharge 11/90 96
22. Calt Forwarding Busy Line 1/15/90 45
23. Call Forwarding Don't Answer 115/90 108
24. Inward Operator Servicas Access Sarvice 215190 154
25. Central Office Local Araa Network (CO LAN) 7131190 71
26, Digital Elect Tandem Switching Features(DETS) 7131/90 141
27. IntralLATA 800 Service with DID 7130/90 22
28. Enhanced CCS Features a/ar90 18
29. Outgoing Only Service 8/31/80 0
30. Exchange Line Data Service (ELDS) 11/30/90 # 181
31. Pulselink Protocols (SNA/SDLC & X.32) 12/9/90 68
32. Option 800 Service to Residence Customers 179 @ 17
33. Now Megalink Svs Opt. Featurs: Clear Channel Capability 116IN 34
Subltotal from Page BA 10,660 0 0
Totals $17,025 $14.217 $17,039

* This service was previously provided under a limited service arrangement which was effective 11/16/87. As of
5M5/89, it was available as a permanant statewide offering. The annual revenue impact has been revisad to

reflect this tariff change.

# This service was previously provided under a limited service arrangement which was effective 9/26/88,

As of 11/30/90, it was available as a permanent statewide offering.

@ This service was previcusly referred 1o as IntralLATA Only 800 Service.
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Page 18 of 155

New Services (Continued)

34. Digital Electronic Business Set (DEBS) Svs

35. New Features for ESSX and Digital ESSX Service

36. New Network Services {DNA)

a7. Digital ESSX - Cptional Features

38, Derived Data Channel Service (Miami LSO)

39. Telocomm Service Priority (TSF) System

40, Coln/Coinless Credit Card Servica

41, Operator Transter Service

42 Caller ID with Per Call Blocking

43, Call Tracking - Bulk Cafling Line ID

44, Trunk Side Access Facility & ONA Services

45, Public Inmate Calling Service (ICS) and
Customer Provided Public Inmate Calling Svs

46. New Equipment for Disabled Customars(at cost)

47. ESSX ISDN Sarvice

48, Administrative Management Service (AMS)

49, Bill Processing Service - Telemessaging

50. ESSX - Calier ID, Blocking, Display

51. Extended Communication Svs. (EXCS)

52, Essx /Digital Essx Service Very Small

53. Caller ID Multi-Line (Touchstar)

54, Diskette Analyzer Bili{DAB) Sarvice

55. Customer List Services (CNA & CCAS)

56. Derived Data Channel Service

§7. Electronic Whita Pages (EWP)

58, 0+900 Diating Capability for credit calls

59. Anonymous Call Rejection (ACR)

60. Network Usage Information Service

61. SESS SMDI, Message Waiting, ACR

62. N11 Service

Total (to Page 8)

Effactive Date

2125/
2/28/91
319N
Ansm91
4191
4/8/91
5/28/91
617N
AN
mm
9/2/91

S/3/91
e
10/1/91
10/4/91
10/21/91
10/21N
10/21/91
12/24iN
2/20/92
anzsz
4/27192
4127192
5/20/92
6/7/92
g/24/92
10/2/92
10/5/92
10/26/92

Estimated Annual Revenue Impact

Year 1

138
394
583
1,051
0

61
304
1,389

434
783

N/A >
N/A
573
141
187
148
772
327
39
498
538
69
28
Not quantified
199
1,027
7
a70

Year 2

Year 3

$10,660

$0

50

& We are not able to quantify Caller ID with the effects of per call blocking. Semiannual reports for

24 months will be filed with the Commission.

> Services to be provided as requested by individual facilities o address desired calling limitations,




FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4
i m. 1
surveillance Report
Page 19 of 155

SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ANNUAL IDC RATE - DECEMBER 31, 1992 DATA

Cost of Capital(000)

Cost Waighted

Amount % of Total Rats Cost
1. Long Term Debt $1,064,735 26.32% 8.45% 2.23%
2. Short Term Debt 118,311 2.92% 391% 0.11%
3. Equity 1,972,179 48.74% 13.20% 6.43%
4. Customer Daposits 54,920 1.36% 8.57% 0.12%
5. Cost Free Capital 711,282 17.58% . 0.00% 0.00%
6. Job Dev. Inv, Credit 124,595 3.08% 0.00% ___ 0.00%
7. Total Capital $4,046,022 100.00% 8.89%
Annual Percentage Rate Currently Used by Southern Bell 8.59%

Annual Rate per Calculation 12/31/92 : 8.89%



SGUTHERN BELL - FLORIDA OPERATIONS

CALCULATION OF ADJUSTED CAPITAL STRUCTURE

Capital Structure

1. Long Term Debt

2. Short Term Debt

3. Equity

4. Customer Deposits
5. Cost Free Capital

6. Job Dev. Inv, Credit

7. Total

Average Rate Base per Books
Accounting Adjustments
Average Adjusted Rate Base

FPSC Exhibit Number

FPSC Docket 920260-TL

Reid Exhibit WSR-4

Appendix No. 1

Earnings Surveillance Report
Page 20 of 155

{3000}
Adjusted
Unadjusted Reconclling Capital
Amount Adjustment Structure
$1,086,911 ($22,176) 1,064,735
120,775 (2,464) 118,311
2,013,256 (41,077} 1,972,179
56,064 (1.144) 54,920
726,097 (14,815) 711,282
127,190 (2,595) 124,595
$4,130,293 {$84,271) $4,046,022
$4,034,296
11,726
4,046,022



FILING
DATE

2122193

2/25/93

AGENCY

FCC

FCC

FCC

BellSouth Telecommunications, Inc.
Notification of Written Communications with the
Federal Communications Cormmission,
the Financial Accounting Standards Board, or
the Internal Ravenue Service
Florida Public Service Commission
Rute 25-4.017 (7)

For the month ended February 28, 1993

SUBJECT

Review of JCO, CAM,
and ARMIS 43 - 03
audit

Review of JCO, CAM,
and ARMIS 43 - 03
aydit

Raview of JCO, CAM,
and ARMIS 43 - 03
audit

FPSC Exhibit Number
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DESCRIPTION

Latter

Letter

Data request
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The attached Surveillance Report was prepared with reliance on various authoritative statements, rules and orders.
Following Is a listing of those issues which wa hava identifled in compliance with Order No. PSC-92-0720-FOF-PU
dated July 28, 1892, based on our interpratation of tha Order.

Amount
lssue {$000) Account Reference
1. Unamortized Debt Issuance Expense 21,467 1407 USOA Part 31,
SFAS 76 ~
Extinguishment of
Debt
&) Deferred Tax Related to above 10,488 @ 4340.2120  Accounting
4340.2220 Principles Board
Opinion No, 11,
Accounting for
Income Taxes
2. Unamortized Premium/Discount on LTD 1,851 4220/4230  USOA Part 31,
SFAST76
a) Deferred Tax Related to above 674 @ 4340.2190 APB 1
4340.2290
3. Compensated Absence (Embedded Balance) 29,447 1439.9700 R & O, FCC 84-469,
50 FR 48408
Nov. 25, 1885
a) Deferred Tax Related to above 15,422 4340.2110 APB 11
4340.2210
4. Allowanca for Funds Used During 2,532 (A) Various Fiorida Rule
Construction 25-4.0171
5. Florida Norm (Unrecorded deferred taxes 32,851 Not Recorded Crder No. 5571,
on previcusly flowed through items) Dkt. 72612-PU
6. Call premlum, unamontized discount and 8,064 -- FPSC Agenda
unamortized issuance expenses to be Decision 10/21/92

amortized over 40 years

@ Estimated
{A) Approximate annual amount of IDC based on 12 months ended May 1992
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. REVISED 12/92
Company : Southern Bell Tel. & Tel. Co.
12 Months Ended ; December 31, 1891
(1) @ &} (L] ® & N
Total Total intrastate
PATE BASE{00D) Company intrastate Toll IntraToli
Columns Interstate Columns Columns Inter— intra-
(2+3) Tall 4+ (5+6) territory territory Local
JNERAGE RATE BASE
1. General Support $1,100,880 $256,658 $353 231 $188,062 $85522  $102,540 $665,169 |
2, Canlral Office 3,190,168 839,793 2,350,373 558,810 255,727 303,080 1,791,557 :
3. Intormation Orig/Term 169,650 47,123 122,527 24,522 14,470 10,052 98,005
4. Cable and Wire Faclliities 4,272,541 1213041 3,059,500 704,369 387,533 316,836 2,355,131
5. Amortizable Astels 19,756 4,609 15,147 3,383 1540 1,843 11,764
6. Plant in Service $8,762,002 $2,361,224 $6,400,778 $1.470.152 $744,702 $734,360 $4,921,626
7. Accumidated Depreciation and
’ Amortization 3,207,528 892,163 . 32315365 §35179 272,006 263,173 1,780,186
8. Net Plant In Service $5,554.474 $1,469,081 $4,085.413 $943.973  $472.786 $471,187 $3,141,440
. Property Held for Future Use 327 88 239 58 28 7 184
10. TPUC (No 1IDC) £5,548 14,855 40,601 9,382 4,719 4,663 31,200
Acquisition Adjustments 0 0 0 [ 0 0 0
Working Capital Allowance {19,701) (7,967 11,734 (2725 {1,087 (1,838) 9,609
13. Per Book Average Rate Base $5.500,646 $1.476,137 $4,114,509 3950685 $476,440 $474,239 $3,163,824
14, % Distribution 100% 26.40% 73.60% 17.00% 8.52% B8.48% 58.59%
ADJUSTMENTS TO AVERAGE RATE BASE
15. Adjustments for Achieved Rate Base 50 894
18. Adjusted Achieved Rate Base $4.165,400
ADJUSTED ANNUALIZED/PRO FORMA YEAR END RATE BASE
17. Year End Rats Base par Books 4,082,213
18. Adjusiments for Year End Rate Base 118,118
19. Adjusted Ysar End Rate Base $4,200,231
RATES OF RETURN
20. Average Par Book 9.623% 10.83% 9.20% 14.10% 12.83% 15.38% 7.72%
21. Average Adjusted Achieved 9.25%

22. Adjusted Year End

9.19%
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Company : Southern Ball Tel, & Tel. Co.

12 Months Endad : December 31, 1991

(1) 2 (3 . ) 5 (s} ¢
Accumulated
ADJUSTMENTS TO AVERAGE RATE BASE Depraciation Property ST Plant Working Per Book
{000) Plant in and Held for Under Acquisition Capital Average

Service Amortization  Future Uss  Construction  Adjustment  Allewance FRate Bass

1. lntrastate Rate Base per Books $6,400,778 $2,215,365 $239 $40,501 $0 ($11,734) 34,114,509

INTRASTATE ACHIEVED ADJUSTMENTS

2. Excess Plug-in Units : {13,224) $0 $0 $0 $0 $0 {$13,224)
3. WECO Tax Credits 48,560 15,184 0 0 0 0 33,366
4, BeliSouth Services 28,406 0 0 0 1] [+ 28,406
5. ENFIA {2,397 (834) 0 (18) o (18) (1,497
8. Other Rate Base Adjustmonts {1,716) {5.570) 0 (14) 0 0 3,840
7. Total Accounting Adjustments, - i .
Intrastate Achieved $59.629 $8.690 50 {$32) 30 ($16) $50,891
8. Achlaved Intrastate Rate Baze $6,460,407 $2.324,058 $239 $40,559 $0 {311,750} $4,165,400
Intrastate Year End Rate Base
per Books 46,491,752 $2,423,129 $168 $24,432 $0 {$11,010) $4,082,213
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
FPSC ADJUSTMENTS:
10. Excess Plug-in Units ($13,224) $0 $0 $0 30 30 ($13,2249)
11. WECO Tax Credits 48,957 15,072 0 0 1] Q 33,885
12, BellSouth Services 30,281 0 0 0 0 0 30,261
13. ENFIA {2,397 (934) 0 ) 0 {16 {1,497
ANNUALIZING ADJUSTMENTS:
14
15
18,
17.
18
PRO FORMA ADJUSTMENTS: .
19. Phase Down of SPF 78,078 30,208 47,870
20, Othser Separations Changes 22,120 11.297 20,823
21
22_Total Accounting Adjustments,
Intrastate Annualized $173,793 355,641 $0 ($18) $0 ($186) $i118,118

23. intrastate Annualized/Pro Forma
Year End Rate Base $6,665,545 $2.478,770 $163 $24,414 30 ($11,026)  $4,200,331
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REVISED 12192
Cormpany : Southern Beli Tel. & Tel, Co.
12 Months Ended : December 31, 1991
1 (2 (3 3] () & g
Total Total Intrastate
NET OPERATING INCOME({000) Company Intrastate Toll —intraToll
Columns interstate Columns Columns inter— Intra~
(2+3) Toll * +T)4"*" 5+6) torritory tecritory Local
BOOKED REVENUE
1. Basic Local Sarvice Revenue $1.347,091 105 $1,347,838 $0 0 0 $1.347,886
2. Network Access Revenue 1,023,387 752,254 273 21,133 258,635 12,498 o
3. Long Distance Ravenue 331,808 004 330,812 230,812 1] 330,812 0
4. Miscallaneous Revenue 347,373 22,774 314,599 19,788 16,249 3,537 294,813
S. Uncollactible Revenues 42,104 2,183 39,041 8,244 265 7.079 31,697
©. Net Booked Revenue $3,008,453 £783,964 $2,224 480 $613,487 $274.619 $338,868 31,811,002
OPERATING EXPENSES
7
2. Plant Specific Operation Expense $501,353 131,642 368,711 84,074 41,818 42,256 285,637
9. Plant Non-Specific Operations Exp 265,694 63,949 198,745 56,718 21,583 35,123 140,029
10. Depreciation and Amortization 723,697 177,442 546,255 127.503 63,154 64,444 418,657
11, Customer Operations Expense 380,617 73,120 07 487 74,429 28,012 48,417 233,068
‘2. Corporate Operations Expsnsd 201,623 70,170 212453 49,514 2251 27,003 162,93¢
“, Other Income and Expsnss {871) (188) {483) (113) {57) (56} (379)
+4, Total Opacating Expscse $2,162,313 $530,135 $1.832,178 $392.218 $177,031 $215,187  $1.239,960
15. % Distribution 100% 24.52% 75.43% 18.14% 2.10% £.05% 5!.:#%
OPERATING TAXES
18. Federal Income Tax 123,610 4T 445 $76,165 $48,193 21,477 26,716 27972
17. State Income Tax 29912 14,725 15,187 13,699 5241 8.458 1488
18. Other Taxes 154,282 3,753 122,509 25,312 0,742 15,570 87,197
10. Total Operating Taxes $307,784 $93.923 $213,881 $87.204 $38,460 $50.744 $126,857
NET OPERATING INCOME
20. Per Book ROl $538,358 $159,906 $378,450 $134,085 $51,128 $72,937 244,385
21, NOJ Eftect of Adjustments{Achieved) 6,859
22. Mfjusied Achisved NOI $385.309
23. NOJ Effect of Adjustments{Annual/Pro Forma) 510
24, Annualized/Pro Forma NOI $385,819

* Includas $ 9,895,171 for Universal Service Fund

# Above expensas inciude segulatory and legisiative lizison expenses of § 835,000, See ths Lobbying Expense proforma
for the legisiative and liaison expenses excluded for rate making purposes.

=* This report includes(s 29.461,179) In revenua reductions and(s 2,500,000} in Intarest set aside for FPSC disposition.
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REVISED 12/92 Page 26 of 155
Company : Southern Bell Tel. & Tel. Co.

12 Months Ended ;: December 31, 1991

n @ 12) 4 5 (s}

ADJUSTMENTS TO NET OPERATING INCOME Basic Local Inter- intra-~ Net
INTRASTATE REVENUE Service Terrttory Territocy Migc Uncollectible Booked
{000) Re Re Revenue Revenue Revenues Revenue
1. Total Intrastate Revenue psr Booke $1,347.8868 $274,884 $348,047 $204.813 $39,041 §2,224,480

INTRASTATE ACHIEVED ADJUSTMENTS

OUT OF PERIOD ADJUSTMENTS: :
2. Rev & Sstt (Ind Co) {320) 533 : $218
3. Expenses & )] 3
4, MR & FA Taxes 0
£, Othec Out of Period Revenue 2,093 {1,898) 0 2,956 a 3.151
6. Excess EAS Revenues per FPSC , o 1]
7. FASS7 0 [/}
8.
9.
10, Other Reg/Nonreg Adjustments 559 559
1%. Yeilow Page Profits 0 o (/]
12. Gains on Sales of Property (291) {291)
‘ncoms Related 1o Temp Cash Inv 1 1
~arest Recontciliation 0
-~ intarest Imputation 0
16. ENFIA . ) m
17. Lobbying Expents ]
18. Corporate Advertiting Expense 0
19. Abandoned Projects 0
20. Casualty Expense 1]
21. BellSouth Services 3,243 3.24
22. Telaphone Franchise Requirement 0
22, Other Regulatory Adjustments [+
24. Total Accounting Adjustments,
intrastate Achisved $5,605 ($2,218) $538 $2.952 $0 $6.877

25. Total Achleved Intrastate Revenue $1,353,491 $272,668 $347.385 3$297.765 $39,941 $2.231,356
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: REVISED 12/92 Page 27 of 155

Company : Southem Beli Tel. & Tel. Co.

12 Months Ended : December 31, 1931
(1) @ ® {4 (s} ®

ADJUSTMENTS TO NET OPERATING INCOME Basic Local Inter— Intra= Net

INTRASTATE REVENUE Service Territory Territory Misc Uncoliectible Booked

(000} Revenue Revenuas Revenue Revenue Revenuss Revenue
25 Tots) Achlsved Intrastate Revenue $1,353.491 $272,668 $347,335 $207,765 $39,941 $2,231,366

INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS

ANNUALIZING ADJUSTMENTS: ﬁ
28, $0 :
271, 0
28, 0
2. 0
30.
3.
32 [}
FPSC ADJUSTMENTS (PRO FORMA):
a2 0
ad. 1]
~Q FORMA ADJUSTMENTS:
*mployse Lavel Adjusiment 0
Jdonrecurrdng ltems 0
37. High Cost tUniversal . .
Service Fund °
33, Phase Down of SPF ¢
39. Other Separations Changes Q
40. Tota] Accounting Adjustrmants,
Intrastate Annualized . $0 $0 $0 $0 $0 $0

41. Total Annualized intrastate Revenue $1,353.401 $272,668 $347,385 $297,766 338,041 $2,231,368
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REVISED 12192 Page 28 of 155
Company : Southern Bell Tel. & Tel. Co.
12 Months Ended ; December 31, 1891
3] @ (3} 4 &) ® ™ (8)
Plant Other
ADJUSTMENTS TO NET OPERATING INCOME Specific Non—Plant  Depreciation  Customer Corporate Other Total
INTRASTATE OPERATING EXPENSE Oparations Specific and Operations  Operations  Income and  Operating
{000) Expence Oper. Exp.  Amortization Expense Expenses Expenses Expense
1. Total Intrastate Expense per Books $0 360,711 $198,745 $548,255 $307,497 $212,453 ($483) 31,632,178
INTRASTATE ACHIEVED ADJUSTMENTS
OUT OF PERIOD ADJUSTMENTS:
2. Rev 3 Sett (Ind Co) ; 30
3_ Expenses 1172 130 {1.402) (1.471) 187 {$1,384)
4. MR & FR Taxes 0
. Other Out of Period Rovenue 0
8. Excess EAS Revenues per FPSC 0
7. FASS? 0
3.
-9
10. Other Reg/Nonreg Adjustments (221) (38) (19} (1.473) 2,070 318
11. Yellow Page Profits [
12. Gains on Sales of Propeny (167} {67
13. income Related to Temp Cash Inv ‘ 0
Interest Reconciliation - 0
‘sterest imputation 0
ENFIA {415) (415
17. Lobbying Expense : . {530) (530)
18. Corporate Advertising Expense 29) (29)
19, Abandoned Projects 675 675
20. Casualty Expense (8" 61
21. BellSouth Services ]
22. Tolephons Franchise Requirement ¢
23, Other Regulatory Adjustmente (1.855) {1,855)
24. Total Accounting Adjustments,
Intrastate Achisved 30 $890 $130 (51.440) ($1.519) (51.816) $308 ($3.447)

25. Total Achleved intrastate Expense $0 $370,601 $196.475 $544 315 $305.97¢ $210,637 ($175) $1,628,731
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REVISED 12002 Earnings Surveillance Report
Company  : Southern Bell Tel, & Tel. Co. Page 29 of 155
12 Months Ended : December 31, 1991
) @ @ 0] 6] ® Y] (8)
Plant Cther
ADJUSTMENTS TO NET OPERATING INCOME Spacific Non-Plant Depreciation Customer Corporate Other Total
INTRASTATE OPERATING EXPENSE Operations Specific and Operations  QOperations ncomean  Operating
{000) Expense Oper. Exp.  Amortization Expense Expenses Expenses  Expense
25. Total Achievad Intrastate Expenses $0 $370,601 $196.875 $544,815 4305978 $210,837 ($175) $1,628.731
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
ANNUALLZING ADJUSTMENTS:
28 $0
2. o
28, [}
2. /]
30,
)
3.
2 - o
FPSC ADJUSTMENTS (PRO FORMA): .
-, 1)
[}
FORMA ADJUSTMENTS:

. Employes Level Adjustment # o
38. Nonsecurring Ntems (14.047) {14,047} -
7. High Cost Universal

Sarvice Fund {6,577) 8,579
38. Phase Down of SPF 14,380 14,380
29, Other Separations Changes 8,288 6,288
40, Total Accounting Adjustments, .

Intrastats Annualized $ $o $0 $0 50 {$14.947) $14,091 ($856)
41. Total Annualzed intrastate Expense $0 $370,601 $196,875 $544 815 $305,978 $195890 3513918 $1,627 875

# Due 1o reorganizafion this data is still being developed.
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REVISED 12/92
Company : Southern Bell Tel. & Tel. Co. EYFY
12 Months Ended : December 31, 1991
(4)] @ 3 {4) 5)
ADJUSTMENTS TO NET OPERATING INCOME Total
INTRASTATE OPERATING TA Federal Sate Operating
{000) Income Tax Income Tax Other Taxes Taxes NOIL
1. Total Intrastate Taxes per Books $76.165 $15,187 $122.500 $213,861 $378,450
INTRASTATE ACHIEVED ADJUSTMENTS
QUT OF PERIOD ADJUSTMENTS:
2. Rev & Satt {Ind Co) 6% 12 3 334 $134
3. Expefises 504 83 29 516 7685
4. MR & FA Taxss {3.211) T 3,426 (1.124) {s09) 909
5. Other Out of Period Revenue 1,080 184 27 1.201 1,880
8. Excess EAS Revenuas per FPSC 0 1]
7. FASSY 0 0
2.
2.
10. Other Reg/Non-reg Adjustmente 60 53 7 120 120
11. Yellow Page Profits 0 ] [ 0 [
12. Galas on Sales of Froperty 28) () e (48) @9
13. Incoms Related to Temp Cash inv L] 0 [ ] 1
Interest Reconciliation 2,818 448 3.064 (3,084)
interest Imputation {1,356) (232} (1.588) 1,588
ENFIA 164 27 (33) 158 258
17. Lobbying Expense 170 ‘20 . 199, a3t
18, Corporate Advertising Expense -9 2 1" 18
18, Abandoned Projects @10 {3 {254) (421)
20. Cacualty Expenss 20 3 23 38
21. BellSouth Services 0 3243
22, Telephone Franchise Requirement [] ]
23. Cthar Regulatory Adjustments 596 102 698 1,157
24 Total Accounting Adjustments,
Intrastate Achieved $468 $4,003 {$1.094) $3.485 $6,859
25, Total Achisved intrastate Taxes $768,631 $19,280 $121,415 $217,326

$385,308

Report
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Company : Southern Bell Tel. & Tel. Co.

12 Months Ended : December 31, 1991

m @ 3 ) ©
ADJUSTMENTS TO NET OPERATING INCOME Total
INTRASTATE OPERATING TAXES Federal State Operating
{000) income Tax Income Tax Other Taxes Taxes NOI
25 Total Achieved Intrastate Taxes.. $76.631 $19,280 $121.415 $217,326 $385,309

INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS

ANNUALIZING ADJUSTMENTS:

268 %0 s
7. 0 0
28 [ 0
29,

30,

<3

32. 0 ‘ )
FPSC ADJUSTMENTS (PRO FORMA):

a3 (1] 0
M. : 1] 0
PRO FORMA ADJUSTMENTS:

35. Employoe Level Adjustment 0 ]
36. Nontecurring Hems 4,803 822 5,625 9,222
37. High Cost Universal .

Service Fund 2113 382 0 2475 4,102
338. Phawe Down of SPF (4,620) 7o) ¢ 5411} (8,969)
39, Other Separations Changes {2,020) {346} 0 (2,366) {3.922)
40. Total Accounting Adjustments,

Intrastate Annualized........... $278 $47 30 $323 $533

41, Total Annualized Intrastate Taxes.. $76,907 319,327 $121,415 $217,649 " $385.842




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

REVISED 1252 Page 8
Company ¢ Southarn Bell Tel. & Tel. Co.
12 Months Ended : December 31, 1991
)] @ (3 L] (6] ® g (@ @ (10} {1y
AVERAGE CAPITAL{INTRASTATE) Average Spacific Pro Rata Adjusted Cost Aaty = Walghted Cost Rate
(000) PsrBooks Adjustments Adjustments  Amount % of Tolal Floor Sharlng Calling Floor Sharing Celling
1. Long Term Debt 1,047,327 {28,425) $1,018,802 24.48% 8.81% 2.15%
2. Short Term Debt 162,851 75,5616 (6.404) 231,703 5.58% 8.04% 0.34%
3. Preferred Stock ¢ 0 0 0,00% 0.00% 0.00%
4, Customer Daposils 54,382 {1,478} 52,908 1.27% 8.25% 0.10%
5. Common Equity 2,015,207 21,275 (55,272) 1,081,270 47.57% 11.50% 14.00% 16.00% 5.47% 6.680%4 7.61%
8. lavestmant Tax Credits 145,138 {3) (3,839) 141,108 3.390% 10.58% 11.71% 13.56% 0.38% 0.40% 0.46%
7. Cost Frea Capital 725,383 34,808 (20,628) 730,423 17.75% 0.00% 0.00%
8. Total Capital $4,150,148 $131,458 {$110,204) $§4,185,400 100.00% 8.42% 9.85% 10,689
INTERNAL FUNDS
2. % Internal funds to construction expenditures after dividends (Total Company) 88.16%
10. Timas interest earned (Ni+interest+incoms Tax)/Interest (Total Company) 4,18
11. Long Term Debt / Capital (Intrastate) 32.28%
12. Short Term Debt / Capital {Intrastate) 5.01%
13, Avarage &djusted achisved return on equity {intrastate) 13.17% g % E 2
[} &
14, Adjusted year end return on equlty {Intrastate) 13.04% wh
. SEERE
# See Page & for datally, o .
" g &
[ v o
lU'l" ;_D“ [ 3
o
EUER
H o
g * E
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Company : Southern Bell Tet. & Tel. Co.

12 Months Ended : December 31, 1981

M (2 &) (4 ® ® o ®
ADJUSTMENTS TO AVERAGE CAPITAL{000) LONG TERM SHORTTERM PREFERRED CUSTOMER COMMON INVESTMENT COSTFREE TOTAL

DERT DEBT STOCK  DEPOSITS EQUITY TAXCREDITS CAPITAL  CAPITAL
1. Totat Capital Per Books 1,431,531 222 318 0 54,382 2,754,550 193,824 967,332 $5,623.937

DESCRIPTION OF ADJUSTMENTS TO SPECIFIC SOURCES

2. Accrued Dividends 29,080 29,080
3. WECO Tax Credits 48,035 43,035
4. Accrual for Flocida Refund 75,518 75516
S. investment Tax Credit 0 0
€, Sub-total of Specific Adjustments to Source & $75,518 $0 $0  $20,080 30 $48,035 $152,631

\dfusted Total Capital $1,431.521 $éﬂ?,&34 $0 $54,382 $2.783,630 $193,824 $1,015,357 355776568

DESCRIPTION OF PRO RATA ADJUSTMENTS

8. Vasfous Diff From Rate Base # (28.202) (5.568) 0 (1.071)  (54.840) (3.818)  (20004) (5113.803)
9.
10,
1.
12 Sub-total of Pro Rala Adjustmentsto Sours  ($28,202) ($5.369) $0 (51,071)  ($54,840) ($3.818)  ($20.004) ($113.803)
3. Subtotal, Pro Rata Adjusted Total Capital  $1,403,320 $291,968 $0 $53311 $2.728790 $150,006 3995363 $5,652,765
14. interstate Separation Factor $384,427 $60,263 $0 $405  $747.520 $48,810  $255940 $1,497,365
15. Adjusted Jurisdictional Capital $1.018.002 $231,703 $0 $52,008 $1,981.270 $141,196  3730.423 $4,165.400

# See Pags 6 lor details,
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REVISED 12/92 Page 34 of 155
Company : Southern Bell Tel. & Tel. Co.
12 Months Ended : December 31, 1991
(1 2 (3)
Intrastate
CUSTOMER BILLING (000) Toll ————m————|ntra toll- —_—
Columns Inter- Intra-
{2+ 3) territory territory
ACCESS CHARGES:
1. End User Charges ' $0 0 0
2. Capacity Charges (a) 717 717 0
3. MOU Charges To IXC's (b) 248,213 235,713 12,500
4. Special Access Charges (c) 19,276 19,276 : 0
5. Other (d) 621 622 (1}
6. Total Access Charges $268,827 $256,328 $12,499
OTHER CHARGES TO IXC'S :
7. Operator Services (D.A.) $4,583 4,583 0
8. Billing and Collecting 13,312 13,312 .0
9. Interexchange Lease i 119 0 119
10. Total Other Charges to IXC's $18,014 $17,895 $119
CUSTOMER CHARGES (g) :
11. MTS , $255,265 0 255,265
- WATS 25,260 0 25,260
Private Line-FX 59,483 0 59,483
Local Exchange 0 0 0
15. Miscellaneous- . .0 0 _ 0
16. Total Customer Charges $340,008 $0 $340,008
17. Total Biliing $626,849 $274,223 $352,626
18. Joint Transport Receipts (Payments) (387) ($87) $0
19. Subsidy Fund Receipts (Payments) {$2.676) ($2,264) ($412)
20. Qui-of-Period Billings ($174) ($139) {$35)
21. Intra-LATA Private Line Pool Revenue ($11,053)
22 Access Expense ($2,048) "
23. Other Settlements {$12,111) {2,261) {9,850)

NOTE: The amounts on this schedule reflect, among other things, all paymants from IXC's on a composite basis. However,

LEC's are expected to maintain individual side records by IXC in the same level of detail found on this scheduie.

{3) Busy Hour minutes of Capacity Charge.

{b) Includes Local Switching, Local Transport, Line Termination and Carrier Common Line.

{c) For Intrastate Intenterritory Statien Terminals.

{d) Includes testing, ordering, labor, etc.

{g) For Linas 11 through 15, include only charges bilied to customer and retained by company, not charges billed on behalf of IXC's.
* MABC Revenues ware § 12,462 and MABC expenses were $ 14,510 for twelve months ending December 31, 1991,
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REVISED 12/92 Page 35 of 155
Company Southern Belt Tel. & Tel. Co.
Month Ended : December 31, 1991
{t) 2} &) O] 5 8} @
NET OPERATING INCOME Total Total Intractate
FORTHEMONTH ENDED  {000) Company Intrastate Toll IntraToll
December 31, 1091 Columns Interstate Col Col inter~ Intra—
{(2+3) Tolt {£+7) (5+86) tarritory tarritory Local
BOOKED REVENUE
1. Basic Local Service Revenue $118,451 $ $118,442 $0 $0 $0 $118.442
2. Network Access Ravenue 88,867 65,144 227123 22,723 212 1,011 )
3, Loag Distance Revenue 29,018 128 29,788 29.788 ] 29,708 [/]
4, Mlscellaneous Revenus 21,475 2,199 19,276 754 493 261 18,522
& Uncollectible Reveniies 2.264 69 2,195 448 Q 4339 1,747
8. Net Booked Revenue $258,445 368411 $188,034 $52.817 $22,196 $30.621 $135.217
OPERATING EXPENSES )
7.
2. Plant Specific Operation Expsnse 40,210 10,415 29,795 6,802 3,272 3,530 22993
Mant Non-Specific Operations Exp 19,319 4,991 14,328 4,160 1.543 2617 10,168
Depreciation and Amortization 60,055 14,243 45812 10,826 5,202 5,424 35,186
« 4. Gustomer Operations Expsnse 33,215 8,552 26,663 6.455 2,386 4,069 20,208
12. Corporate Operations Expence 27811 7.368 20,443 4,725 207 2.654. 15,718
13. Other Income and Expense 1 ] 1 0 0 [} 1
14. Total Operating Expense $1820,8611 $43,569 $137.042 $32,768 $14.474 $18,204 $104,274
15, % Distribution 100% 24.12% 75.88% 18.14% B.01% 10,13% 51.73%
OPERATING TAXES
18. Federal income Tax 13,582 5,490 38,072 $4,304 1,642 2,762 3,678
17. Stxte Income Tax 2,025 782 1,243 568 193 an 877
18. Othes Taxes 7470 1965 5905 1,780 582 1,198 4,125
18, Total Operating Taxes $23,457 $8.237 $15,220 $68,740 $2.417 $4,323 $5,480
NET OPERATING INCOME
20. Per Book NOI for the Month $52.3717 $16.605 $a5.772 $13,309 $5,305 $8,004 $22.463
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Company : Southern Bell Tel. & Tel. Co. ‘
12 Months Ended : December 31, 1991
RECONCILIATION OF CAPITAL TO RATE BASE
(000)
DESCRIPTION COMBINED INTRASTATI:
1. Long Term Plant Under Construction ($32,913) ($24,05%)
2. Investments in and Advances to Affiliated Companies {42,316) (30,959)
3. Miscellaneous Physical Property {7.700) (5.634)
4. Other (57.040) (73,083)
5. Rate Base Adjustments
A. Excess Plug-in Units : . (17,950) {13,224)
B. Bell South Services Investment 38,789 28,406
C. ENFIA 0 (1.497)
~ D. Out of Period Items 5327 3,840
E. Total Rate Base Adjustments _ 26,166 17,625

Total (113.803) (116,204)
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Page 7

AATE STABILIZATION ORDER

REPORT OF RATE CHANGES/EXOGENEOUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANGES

intrastate Amounts
{000’s)

All Price Changes,

Exogeneous Factors > $ 3 Million,
Debt Refinancings and Major
Technological Changes

L RATE CHANGES

A, Rata Increases
B. Rate Decreases

Net

1. EXOGENECUS FACTORS

A. Depr increase due to USOAR Docket
B. Separations change

Net

1. DEBT REFINANCING

A. Difference between forecast and actual

W. MAJOR TECHNOLOGICAL CHANGES
NONE

Grand Net

Annual YTD
Revenue Requirement Effective Cumuiative
Impact Portion for 1991 Effact
$17.586 $17,586 $45 467
{7.178) (7,102) (10,973)
$10,408 $10,484 $34,494
(12,409) {12,409) (35,304)
(7,422 (7.422) (20,411)
($19,831) ($19,831) (855,715)
($1,319) ($1.319) {5,295)
{$10.742) {$10,666) {$26,516)
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_EPHONE EARNINGS SURVEILLANCE REPORT

FPSC Exhibit Number

FPSC Docket 920260-TL
Reid Exhibhit WSR-4
Appendix No. 1

Page 38 of 155

Earnings Surveillance Report

REVISED 12492 rage /..
Company : Southern Bell Tel. & Tel, Co.
12 Months Ended : December 31, 1991
RATE STABILIZATION ORDER
REPORT OF RATE CHANGES/EXOGENEOQUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANGES
ADDITIONAL DESCRIPTION OF ITEMS
(000°s)
All Prica Changes,
Exoganeous Factors > $ 3 Million,
Debt Refinancings and Major
Technological Changes YTD
Effective
Annyual Portion Cumulative
Impact for 1891 Etfect
LA. Rate increases (by service) '
1. Nonrecurring X charges. Tariff oftering GSST A-9, Eif. 7/11/88 $2,465 $2,465 $8,628
2. Toll Tarminals. Tariff offaring GSST A-13. Eft. 1/1/89 2,086 2,086 6,258
3. Mobile Servica, Tarilf offering GSST A-3. EIf. 4/21/89 2,254 2,254 6.011
4, Custom Calling Services. Tarlif oHfering GSST A-13, Eff. $/1/89 10,000 10,000 23,333
5. Bad check charge. Tariff offering GSST A-2, Eff. 5/21/90 781 781 1,237
$17,586 $17,586 $45467
1.B. Rate decreases (by service)
1. Megalink service reduction. Private Line B-7. Eff. 8/8/88 {$90) ($90) ($269)
2. WATS usage charge. Tariff offering GSST A-19, Eff. 10/20/89 (134) {134} (290)
3. Telephone Answering Serv DID. Taritf off GSST A-6,A-B. Eff 3/19/90 (182) (182) (319)
4, Saver Service, Tariff offering A-18,A-118. Elf. 8/1/90 (4,205) {4,205) (6,792)
S. PIC Change Charge. Access Tariff E-13. Eff. 9/4/90 (2,436) {2,436) (3.248)
6. Saver Service and WatsSaver Services. GSST Tariff A-18. Ell. 7/1/91 (104) {59 52
7. Moblle Sarvice Provider Interconnection. GSST Tarilt A-35, EIf 11/11/91 (27) (3) (3)
{$7.178) {$7,102) {$10,973)

ILLA. Depreciation differences due to the USOAR Docket.
B. Separations change for revenua accounting procedures. The
FCC mandated this change be ellective on 4/1/89.

fiLA. Difference batween actual long term debt cost rate and forecasted

rate (per 10/19/90 Response to Staff's Interrogatory ftem No. 7)
for twelve month period ending 12/31/91, adjusted to exclude
tha effective portion of the 1991 inlerest savings assoclated with
the 1989 refinancing of $200M of 11.75% debentures.




IRIDA PUBLIC SERVICE COMMISSION
EPHONE EARNINGS SURVEILLANCE REPORT

FPSC Exhibit Mumber

FPSC Docket 920260-1T,
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Appendix No. 1

Barnings Surveillance Report
Page 39 of 155

REVISED 12/92
Company : Southern Bell Tel. & Tel. Co.
12 Months Ended : December 31, 1991
RATE STABILIZATION ORDER
REPOAT OF NEW SERVICES
intrastate Amounts (000's)
Estimated Annual Revenue Impact
Now Services Eftective Date Year 1 Year 2 Year3
1. Key System cust :llowed lo partic as STS providers 3/5/88 30 $0 50
2. TouchSlar Servica 8/8/88 1 6,151 13,778
3. Link-Up Florida 8/12/88 0 0 0
4, Pay Per View (Tic etTaker) 5/15/89 * 64 67
5. Private Lina Tarift (Megalink Channel) 4/29/88 256 1,690 3,264
6. GeoServ 7H1/88 129 144 NIA
7. 2 Way Measured Tariff 12/2/188 28 109
8. AccuPulse Service 1/9/89 3 59
9. Switched Access AccuPulse Service 1/9/89 520 520
0. ESSX Multi~Account Service ar28/89 842 842
11. Special Calling Features 8/15/89 224 1,409
12. Intralata Only 800 Service 911789 115 128
13. Dial Backup Service 9/27/89 9 9
14. 2400 bps Central Office Data Set /27189 5 6
*5, Automatic Call Distribution{ACD-MIS) 10/9/89 1,847 1,847
Switchad Data Service 10/9/89 33 33
3tmplilied Message Desk Interface(SMDI) 10/9/89 109 109
«c. Customer Network Management 11/13/89 19 58
19. Station Message Detail Recording - Premises 12/1/89 1,013 1,013
20. Area Communication Service (ACS) 1219/89 23 23
21. Billing & Collecting of Subscriber Surcharge 11790 96
22 Call Forwarding Busy Line 1715190 45
23. Call Forwarding Don't Answer 1/15/90 108
24. inward Operator Services Access Service " 215190 154
25. Central Olfice Local Area Network (CO LAN) 7131/90 n
26. Digital Elect Tandem Switching Featuras{DETS) 7131190 141
27. intral ATA 800 Service with DID 7730090 22
28. Enhanced CCS Features 8/6/30 18
29. Outgoing Onty Service 8/31/90 0
30. Exchange Line Data Service (ELDS) 11/30/90 # 181
31. Pulsalink Protocols (SNA/SDLC & X.32) 12/9/90 68
32. Option 80O Service to Residence Customers 17191 @ 17
33. New Megalink Svs Opl. Feature: Clear Channet Capabili e/ 34
Subtotal from Paga 8A 7,285 0 0
Totals $13,650 $14.217 $17,039

“ This service was previously provided under a limited service arrangement which was effective 11/16/87. As of
5715/89, it was available as a permanaeni statewide offering. The annual revenue impact has been revised to

reflect this tariff change.

# This service was previously provided under 2 limited sarvice arrangement which was etfeclive 9/28/88.

9/28/88. As of 11/30/90, it was available as a permanent statewide offering.
A This service was previously referred to as IntraLATA Only 800 Service.




FPSC Exhibit Mumber
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FLORIDA PUBLIC SERVICE COMMISSION Appendix No. 1
EPHONE EARNINGS SURVEILLANCE REPORT Earnings Surveillance Report
REVISED 12/92 Page 40 of 155
Company : Southern Bell Tel. & Tel. Co.
12 Months Ended : December 31, 1991
RATE STABILIZATION ORDER
AEPORT OF NEW SERVICES

intrastate Amounts (000's)

Estimated Annual Revenue Impact

New Services (Continued) Effective Date Year 1 Year 2 Year 3
34, Digital Electronic Business Set (DEBS) Svs 2/25/91 138
35. New Features for ESSX and Digitat ESSX Service 2528 394
36. New Network Services (DNA) anun 583
a7. Digital ESSX - Optional Features 31591 1,05%
38. Derived Data Channel Service (Miami LSQ) 41191 0
39. Telecomm Service Pricrity (TSP) System - 4/8/91 61
40. Coin/Coinless Credit Card Service 5128191 304
41. Operator Transfer Service 61719 1,389
42, Caller 1D with Per Call Blocking 79 &
43. Call Tracking - Bulk Calling Line ID M 434
44, Trunk Side Access Facility & ONA Services 912191 783
45. Public Inmate Calling Service (ICS) and
Customer Provided Public Inmate Calling Svs 9191 N/A >
46. New Equipment for Disabled Customers(at cost) 916/ N/A
47. ESSX ISDN Service 10/1/91 573
*. Administrative Management Service (AMS) 10/4/91 141

Bill Processing Service - Telemessaging 10/21/91 187

ESSX - Caller ID, Blocking, Display 10721491 148
51, Extended Communication Svs. (EXCS) 1021/ . 772
52. Essx /Digilal Essx Service Very Small 12/24/91 327

Total (to Page 8) 57,285 $0 30

& We are not able 1o quantify Caller JD with the effects of per call blocking. Semiannual reports for
24 months will be filed with the Commission.

> Services to be provided as requested by individual facilities to address desired calling limitations.
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Earnings Surveillance Report
Page 41 of 155 '

SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ANNUAL IDC RATE - DECEMBER 31, 1991 DATA
REVISED 12/92

Cost of Capital(000)
Cost Weighted
Amount % of Total Rate Cost

1. Long Term Debt $1,018,902 24.46% -8.80% 2.15%
2. Short Term Debt 231,703 5.56% 6.04% 0.34%
3. Equity 1,981,270 47.57% 13.20% 6.28%
4. Customer Deposits 52,906 1.27% 8.25% 0.10%
5. Cost Free Capital 739,423 17.75% 0.00% 0.00%
6. Job Dev. Inv. Credit 141,196 3.39% 0.00% 0.00%
7. Total Capital $4,165,400 - 100.00% 8.87%
Annual Percentage Rate Currently Used by Southern Beli 8.59%

Annual Rate per Calculation 12/31/91 ‘ 8.87%
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Earnings Surveillance Report
Page 42 of 155

SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ADJUSTED CAPITAL STRUCTURE

(8000)
REVISED 12/92

Capital Structure
: Adjusted
Unadjusted Reconciling Capital
Amount Adjustment Structure
1. Long Term Debt $1,047,327 ($28,425) 1,018,902
2. Short Term Debt 238,167 . (6.464) 231,703
3. Equity 2,038,542 {55,272) 1,981,270
4. Customer Deposits 54,382 (1,476) 52,906
5. Cost Free Capital 760,051 {20,628) 739,423
6. Job Dev. inv. Credit 145,135 (3,939) 141,196
Total $4,281,604 ($116,204) $4,165,400
Average Rate Base per Books $4,114,509
Accounting Adjustments 50,891

Average Adjusted Rate Base 4,165,400
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Page 43 of 155

BellSouth Telecommunications, Inc.
Notification of Written Communications with the Federal Communications Commnss:on

the Financial Accounting Standards Board, or the Internal Revenue Service
Florida Public Service Commission Rule 25-4,017(7)
For the month ended January 31, 1992

REVISED 12/92

FILING .

DATE AGENCY SUBJECT DESCRIPTION

01/02/92 FCC Affiliate Transactions Reply Comments

D1/21/192 FCC FCC Audit Notitication Letter Letter from FCC and Data Request
01/22/92 FCC Transport Rate Structure & Pricing Rep!y Comments |

D1/27192 FCC FCC Audit - Time Reporting - Response to Data Request
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Rate Base Page 44 of 155

(000}
FLORIDA PUBLIC SERVICE COMMISSION Schedule A-2a
Coapany Southern Bell Telephone & Telegraph Co. Page 1 of {
Docket Ha.  920240-TL Witness Responsible K. 5. Reid
Test Year 1991
Check Whether Data Is:
Historic [X] or Projected [ ]
Average [X) or Year End [ ]
. Increase 1 Increase Coapound
Line Last Rate Lase ¢ Present Rate Lase  Over Last Over Last Annual
No. Accouat Adjusted Intrastate Adjusted Intrastate Rate Lase Rate Case Growth Rate
(1 (2 (3) T {5 (6)
1 Genera] Support 916,393 852,133 {64,440) -7.031 -1.03%
2 Ceatral Ottice 2,167,224 2,371,045 203,821 9.401 9.401
3 Info Orig./Tera. 2,75 125,076 {119,140) -48,791 -48.79L
4 Cable & Wire Fac. 2,864,456 3,135,304 268,858 9.381 2.381
3 Asortizable Assets 30,390 17,786 (32,604} -54,701 -64.702
& Total Plant in Service 5,244,889 6,501,354 255,475 .11 4111
7 less: [Depreciation Reserve 2,063,852 2,375,445 314,593 15.102 15,101
g8 HNet Plant in Service 4,181,037 4,125,919 {33,118} -1.321 -1.32
9  Plant Under Construction ST 30,879 2,247 11,368 35,821 36.821
10 Property Held for Future Use 14 H 100 89,041 &9.441
11 Net Plant 4,212,060 4,168,411 (43,549) -1.042 -1.041
12 Working Capital - ¢ 32,4%¢ 32,690 0.00% 0.00%
13 Rate Base 1,212,040 4,201,100 {10,950} -0.261 -0.262
3 Last Rate Case asounts are 1990 forecasted data as reflected in Commission Order 20162 in Docket 88004%-IL.
Supporting Schedules: A-2d, A-ba, A-bb, B-1b, B-2b Recap Schedules: A-la

Revised 12/18/92



FLORIBA PUBLIC SERVICE COMKISSION

Cotpany Southers Bell
Bocket Mo, 282011
Test Year (91

Chack Mhether Data Is:
Risterie (X or Projected [ )
Average [I] or Year Ead { )

Line  Entry
No. Ko. Bescrigtion
31} 21

I Excess Plog Ins

2 NECO Tax Credits
3 BellSouth Services
4 EFIA

3 Other Rate Base M),

& Dut of Period Rev § Setl (Ind Co)

7 Out of Peciod Exprases

8 Out of Period M8 & FR Taxes
¥ Otk Dut of Period Revenues
10 1992 Expiring Asortirations

11 1993 Expiring Asortizations

12 Other Req./Monrey. Adjusisests

Rate Dase
Effect

L)

1,22
3,09)
I?,i!il

13
(351

{a21)

1,281

Tndex #f latrastate Rate Base sad Tacoss Stiteneat Adjustaents

For Rate Case Purposes

(000}

Operations Effect

Schedelr A-ba

Page § of {

Witness Responsible . §, Reid

. Oper.
lm_nuu Expeases Taxes
T e w

¢ ¢ ]

0 [} [
3,28 13 .
1}] 1415) [ 41)

® 0 [

ar L] 3
3 1,383) b

[ 0 {1,0H)
5,19 0 27
o 17,700 [

) {27,784} o

350 Hy ?

Incone
Tazes

mn

|7
m
12
7,992
TRY)

(14

Total

{1]

¢

0
320
25

[

13
T
Joe
1,880
19,308
14,367

120

Total  lncreased {decr.}  Portion

#o1 Revenus Affecting  Method to Define

Effect Requiresents  Interie Perjod Interis Portion

[} {10} [$15] (Y ¥}
1,27 12,0281 L1 NA
{3,0%) 517 L4 ] LI

87 {1,003) L] R/A

3 1433) L] L]

135N e WA L{]]

13 {22 /A [1] ]

784 11,263} LN | 1/

"0 W WA A
1,860 {3,01) L] NA
§,407 {15,81) /R L]
15,078 (24,9180 WA R

10 {198) NA N/&

Supparting Schedulest A-24, A-20, A-2d, A-2¢, A-bb, B-1b, 0-2b, -1k

Recap Schedules: C-2

Revised 12/18/92
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FLOR{EA PUBLIC SERVICE COMMISSION
Codpany Southers Pell

Bocket Ko, ¥20240-TL

Test Year 1991

Chect Wnether Bata Iyt
Historic 1I1 or Prejectsd [ )
Average [X} ot Year End { ]

Line  Enlbry
Mo, N, Bescriptica
i) [¥4]

13 Yellow Page Profits

14 Gains on Sale of Progerty

13 Iac Rel to Tesp Cash Inv

16 Int Reconcil & AFUSC Debt
" 37 laterest Inputation

16 Lobbying Expease

19 Corporate Mvertising Expense

26 Abandoned Prefecis

21 Casvalty Expanse

21 Other Requlatory Mj

23 5PF 1191-1792

H ser INI-1993

13 KN 1991-1992

Inder of Istrastate Rate Base and Dncoar Statesent Adjustasats
For Rate Case Purposm

(o0t}
Schedule A-4s
Page 20l 4
Witenss Responsibln W, §. Reld
Dperations Eifect
Total  Increased {decr.}  Porlion
Rate Base Oper. Incoar NOE Revenus Aftecting Nethod to Define
Eftect Revenures Expenses Taxes Tares Total Effect Requivesents  Interis Perjod Interls Portion
(8] L1 3 .-;;r -(-;l_ -;;;- 7 {10} 111} 12)
L[] L] ¢ L] L] 0 0 ] WA N/A
® 0 {1471 2 ] m 20 (M} L1/ L1 ]
[) 1 ] ¢ 14 1 1 {2t N/R LU
¢ [ ¢ [4 3 {3,874) {3,074} b 402 L] N/A
0 0 ¢ 0 {1,704} 1,704 1,704 12,818) WA A
L} ¢ {530t 4 n m m 540 NiA A
0 ° 29} L] 1 L] 1 {30 L] LI}
L ¢ 473 ’ 1254} ) 1 8% LI L]
(4,119 L] 13,431 , ) 4,4 Il,ml_ . (12,853) 1,21 L] LI
¢ ¢ {1,638 L] & 1,187 118 11,%2) A L]
14,489) L 13,404 7 18,036) (8,293) (12,283} 1,12 Kib WA
4,489 n 13,404 7 14,058} 8,293 112,783) Fi WY/ A L]
{1,952 ] 3,887 01 12,8840 (3,3%)1 13,5 §,137 NA WA

Supporting Schedules: A-Za, A-2b, A2, -2e, A-bb; B-1b, -2, C-10

Recap Schedules: C-28

Revised 12/18/92
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FLORTGA PUBLIC SERVICE COMNISSION

Conpaay Southera Bell
Backet Mo, 7202810
Test Year 991

Chect Wheiher Bata st
Histeric (¥] or Projected [ ]
Average [1} or Yeur End [ )

Line E£atry
No. M. Bescrigtion
i Fd]

24 bEA 19921993
7 USF §i-92
8 USF 12-93
2% 5FAS [06 OFEDS
" 30 Reorpanization
31 Dellcore av & Divid
32 Reverse ENFIA
33 Expiring Asortirations
3 1992 Iapact of Represceiption
35 1193 Inpact of Represcription

34 SFAS 10% Accty for [ac Tares

Inder of Intrastate Rate Dase and Incose Stateseat Mjusteents

For Rate Case Purpasts

(000}

Operations Effect

Schrdule A-da
Page 3 af &

Vitness Responsible N, §. Reld

Rate Base Oper. incoer
£ttect Reventes Expenses Taxes Tares Tota)
(81} ) (1] -I:r -;;;— -;;r
{975) ] bR 1) 01 {1,343} 11,7%0)
] ¢ 14,5771 ] 2,475 {4,102
] (] 2,047 L] {my (1,274}
153 0 2,19 [ 11,0500 (1,741
2,100 i7,6000  118,083) 4 4,903 5,897
(473 ™ [ L 1] 2
i t LI H k3] s 125%)
[ (28,4781 ¢ {242} 2,060 302
i 0 | [ i {18)
(2000 ) 16,042} 0 2,483 3,35%
L] [ ] [ 1,883 1,883)

Total  Iacreased (decr.)
M1 Revesne
Effect Kequireaents

Portion
Affecting

Hethod to Defloe

Interia Perfod Interin Portion

(L) {10)
12,173) 4,563
4,102 14,17}
{1,276 2,109
{1,588) 2,623
7,00 (11,370
2 {374
(385) 483
3,232 21,858
(s b1
m 15,4191
t1,883) ni1

i
NIk
Na
NIk
L1
LI]
L 1]
LI}
N/A
. ﬂMl
L]

LIL]

12}
NN
L2
LI
Rik
L[]
N/A
LI
NA
L]
ik

LI]

Supporting Scheduless A-2a, A-2v, A-Ud, A-2e, A-ib, D-1b, D=2, C-IN

Recap Scheduiesy C-20

Revised 12/18/92
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FLORTOA PUBLIC GERVILE COMMESSION

Cospany Southera Dell
Pucket ¥o. $20200-T1
Test Year 1ML

Check Whether bata Is)
Nisteric (I] or Projected { ]
Average [I) or Yoar End [ ]

Lise  Entry
Mo, %o, Bescription
[#1] 12)
37 Attrition

W Progsd Su Access Reduction

39 Propsd Option Expaded Loc Serv

40 Propsd Iatercoomect Rate Reduction

- 41 dond Refinanciag
42 Yot used
43 Mot wsed
44 Kot wsed
45 Nat used
16 Kot used
47 Mot wsed
40 Mot wsed

Total

Index of Intrastate Rale Dase and Tacose Stateaent Adjusiaeats
For Rate Case Purpases
(0000

Schadule A-6a
Page 4 of 4

¥itness Responsible W, 5. Reid
Dperations Effect
Total  Increased (dece.)  Partion

Rate Dase Oper. Incose L] Revetue Atfecting Kethod to Define
Effect  Revenves  Fxpenses  Taes Tazes Total Effect  heguireseats  Interin Perjod Interin Portion

(L] 4 (L] T&T -;;r -;;r 4]} D] it {121

13,44 23,687 124,260) ] 19,400 20,437 41,901 (89,2491 ki LI

L (4,011 ¢ {1 ] (1,825} {3,0251 {3,0231 4,199 L] LI

[] 17,52} ¢ [§74] f2,811) 14,439 [4,459) 1,678 L1} LI}

’ e ] {7 AN {343) (343} (11 i R/A

) L] 12,175) 0 (33 1,3% 1,3% (2,11} LU Nk

0 0 0 0 0 0 0 ¢ an A

L] 1] ] ) [ ] ] 0 e N

¢ [ ¢ ] L4 ) L [ Na WA

0 (] 0 (] 0 0 ] 0 77 A

L [} 0 ] L) ] ] L L] LIL]

[} ¢ ¢ 0 o 0 0 [ L] LI}

13 0 0 [ ¢ [ 9 ¢ LU ] WK

{8,020 {£0,330y  (31,435) 1,142 20,51% 18,984 10,933 {18,103} Na N/A

Supporting Schedules: A-2a, A-2b, K-2d, A-2u, A-éb, B-1d, B-2b, C-1b

Recap Scheduless C-20

Revised 12/18/92
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FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4

ix No. 1
P Sussary of Adjustments to Rate Base Eam:mgs Surveillance Report
(Intrastatel page 49 of 155
(000}

ORIDA PUBLIC SERVICE COMMISSION Schedule B-2b

inpany Southern Bell Page 1 of 4

icket No. 920260-TL Witness Responsible WM. 5. Reid

st Year 1991

eck Whether Data Is:

:storic (] or Projected [ ]

rerage {13 or Year £nd [ ]

Cash Total
Line Entry Plant in Depr.  Plant Under Property for Materials  Working  Investsent  Effect
No. No. Description Service Reserve  Construction Future Use & Supplies Capital  Rate Base on NOI
{1 {2) (3 4 {5 (8) {7) (8 (%)
Unadjusted 6,400,778 2,315,345 40,591 39 21,570 (39,304) 4,114,509 N/A
1 Excess Plug Ins {13,224} ¢ 0 0 0 0 {13,224) 1,227
o~ .

2 WECT Tax Lredits 48,550 15,1?4 0 0 0 0 33,364 13,096)
3 BellSouth Services 28,408 0 0 0 0 0 28,405 {2,636)
4 ENFIA (2,397) (934) (18) 0 0 (18) {1,497} 139
5 Dther Rate Base Adj. {1,715) (5,570} (14) ] 0 0 3,842 {357}
& Dut of Pericd Rev & Setl 0 0 0 0 0 0 0 0
7 Out of Period Expenses 0 0 ¢ 0 9 0 0 0
8 Qut of Period MR & FR Tax 0 0 0 ) 0 ¢ 0 0
9 O0th Out of Period Revenue [ 1 0 0 0 0 0 0
10 1992 Expiring Asortizatio 0 {8,850} b 0 0 0 8,850 {821)
11 1993 Expiring Asortizatio 0 (13,892) 0 9 0 0 13,892 {1,289}
12 Dther Req./Nonreg. Adjust ] 0 0 0 0 0 0 0

;l-.:,":"".mg Schedules: A-2a, A-2b, A-2d, A-Ze, A-ba, A-bb, C~la, C-1b Recap Schedules: A-ta, B-la, B-ib

/‘\.

Revised 12/18/92



LOREDA PUBLIC SERVICE COMMISSION
‘oapany Southern Bell

ocket No. 920240-TL

‘est Year 1991

‘heck Whether Data Is:
iistoric [X] or Projected [ ]
werage [XJ or Year End [ }

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit wsr-4

Appendix No. 1
Sussary of Adjustsents to Rate Base Earnings Surveillance Report
{Intrastate) Page 50 of 155

(000)

Schedule B-2b
Page 2 of 4
Witness Responsible M. 5. Reid

Cash Total

Line Entry Plant in Depr.  Plant Under Property for Materials  Working  Investsent  Effect

No. No. Description Service Reserve Construction Future Use & Supplies Capital  Rate Base on KOI

T u.l_- 2 (3! (%) (3 1] (7 i8) )]
13 Y21lou Page Profits 0 0 0 ¢ 0 0 ¢ ¢
14 Gains on Sale of Property 12,294) (1,889) 0 0 0 0 {407) 38
13 Inc Re? to Temp Lash Inv 0 0 | 0 0 0 0 0 0
15 Int Reconcil & AFUDC Debt 9 0 0 0 0 0 0 ¢
17 Iaterest Isputation 0 0 0 0 0 0 0 0
18 Lobbying Expense 0 0 ¢ b 0 0 ¢ 0
19 Corporate Advertising Exp 0 0 0 ¢ 0 0 0 0
20 fibandoned Frojects 0 9 0 0 9 0 0 0
2] Casualty Expense 0 0 0 9 0 45,030 45,030 (4,179)
22 Dther Regulatory Adj 0 0 0 0 0 0 0 0
2% SFF 1991-1992 77,470 30,206 598 2 306 0 48,378 (4,4989)
2% SPF 1992-1973 17,478 30,205 398 2 506 0 48,378 (4,489}
25 DEN 1991-1992 31,874 1,297 244 1 8 0 20,824 {1,932)

51.,-'-_"'-..1n9 Schedules: A-Za, A-2b, A-2d, A-2e, A-da, A-4b, (-1a, C-1b ‘Recap Schedules: A-la, B-ta, B-1b

Revised 12/18/92



Suasary of Adjustaents to Rate Base

{Intrastate)
{000}

ORIDA PUBLIC SERVICE COMMISSION

FPSC Exhibit Number

FPSC Docket 920260~TL

Reid Exhibit WSR~4

Appendix No. 1

Earnings Surveillance Report
Page 51 of 155

Schedule B-2b

apany Southern Bell Page 3 of &

cket Ko. §26260-TL Witness Responsible WM. S. Reid

st Year 1991

etk Whether Bata Is:

storic (1) or Projected [ ]

erage [X] or Year End [ ]

Cash Total
Line Entry Plant in Depr.  Plant Under Property for Materials  Working  Investsent  Effect
No. Ho. Description Service Reserve Comstruction Future Use & Supplies Lapital  Rate Base on NI
(0 (2] (34 4 (3 {61 n {8} {N

26 DEM 1992-1993 15,035 5,648 13 0 ] 0 10,510 {973
27 USF 91-92 0 0 ] 0 0 0 0 ]
28 USF §2-93 9 0 0 0 0 " 0 0
2% SFAS 106 fIPEBS £} 1] 105 ¢ 9 (2,134) (1,444) 153
30 Reorganization {22,554) 483 S0 0 4,582 (4,166)  (22,721) 2,109
31 Bellrore lav & Divig 5,121 0 0 0 0 9 i (4751
32 Reverse ENFIA 2,397 934 18 0 0 b 1,497 {139}
33 Expiring Anortizations 0 0 0 0 ¢ 0 0 0
34 1992 Iapact of Represcrip 0 1 ] 0 ¢ 0 (14) 1
35 1993 Inpact of Represcrip i {3,021) 0 0 0 0 3,021 {280)
35 SFAS 109 Accte for Inc Ta 0 0 0 ] ¢ ¢ 0 0

b, <ing Scheduless A-2a, A-2b, A-2d, A-2e, A-ba, A-bb, C-1a, C-1b

Recap Schedules: A-1a, B-la, B-lb

Revised 12/18/92



FPSC BExhibit Number
FPSC Docket 920260-TT,
Reid Exhibit WSR-4

. Appendix No. 1
f Adjusteents to Rate B .
- S o e O™ Bainings surveiziance raport
Page 52 of 155
(000}
10RIDA PUBLIC SERVICE COMMISSION Schedule B-2b
‘oapany Southern Bell Page 4 of 4
iocket No. 9202460-TL Witness Responsible W. §. Reid
‘pst Year 1991
“heck Whether Bata Is:
{istoric £XJ or Projected [ ]
werage [X] or Year End [ }
Cash Total
Line Entry Plant in Depr.  Plant Under Property for Materials  Working  Investsent  Effect
o, No, Description Servire Reserve Construction Future Use & Supplies Capital |, Rate Base on KO]
(1} 2) 3 {4) {(3) (8 (n 1 (N
37 Attrition {145,017} 0 0 0 ¢ 0 {145,017) 13,464
38 Propsd Sw Bccess Reductio 0 0 0 0 ¢ 0 9 ¢
/""N\.
39 Propsd Option Expnded Loc 0 b LU 0 0 0 9 0
40 Propsd Interconnect Rate 0 0 0 9 0 0 0 0
41 Bond Refinanting 0 0 0 0 0 0 ¢ ]
42 Not used 0 ¢ 0 0 0 0 0 9
43 Not used ¢ 0 0 0 0 0 ] 0
44 Not used 0 6 0 0 0 0 0 0
45 Not used 0 0 ¢ 0 0 0 0 0
15 Fot used ¢ 0 0 0 0 ¢ ] ¢
47 Not used ¢ ) 0 0 0 0 ¢ 0
48 Not used _ 0 0 0 0 0 ] 0 0
Adjusted Results 6,501,364 2,375,448 82,247 244 33,264 (574} 4,201,100 (8,029
.Su.,,..;i'ting Schedules: #-2a, A-2b, A-2d, A-2e, A-6a, A-bb, C-1a, C-1b Recap Schedules: A-la, B-la, B-1b
o~

Revised 12/18/92



FLORIDA PUBLIC SERVICE COMNISSION

Coapany Southera Bell Telephone & Telegraph Lo,
Boctet Mo,  T2020-T0

Test Year 91

Check Wbether Bata I3:
Histeric (1] or Projected [ )
Average [X] or Year End [ )

Line
o, Bescription
m
1. Dperating revesves

2. Operating expeases
3. Wepreciation

4. Taxes « Dther

5, Federal Incoar Tixes
& State Incose Tares

7. Beferred Iacose Tax Net
[ N Federal

1. State

10, Investaent Tax Credit
i1, dsortization of 1TC
12, Total Dperating

3. Expenses and Tares

4. Net Operating lacone
15, Rate Dase

16, Rate of Returs

Susporting Schedules: A-24, A-2e, -1, B-2b

a+a)
Total

* Conpasy

{2
2,440,101

1,378,535
70,840
154,639
203,430

15,05

19,40
1,54

i

129,971)
2,400,903
589,110

3,372,843

Dperatisg [mcoan Stateseat

Miusted
Coapany Dasin
1900} Schedule C-1)
Page L of |
Nitness Responsible K. 5. Reld
3+0) 7
Interstate Total Intrastate Intrastate Toll
Toll Intrastate Toll InterLATA IntralaTa Lacal
13t (L] 51 16 1] [1]

783,942 2, 14,13 397,480 740 325,809 1,818,479
334,404 1,043,890 246,173 106,216 140,550 7,116
142,195 34,433 121,183 9,én 81,507 413,460
30,400 124,251 23,443 1,673 15,818 ’l!lﬂ
",33% 114,113 _ L3N 12,12 3,9 48,737
13,431 13,421 14,762 6,008 2,674 b5¢
{15,803) 14,085} {10,418} {5,421 %79 4,35
11,304) 4,06% 1748} [460) {3131 5,603
tH 112) {180) 1931 €7 148
15,575} 126,398) 4,411 {2,239 (2,206) (15,455
592,25¢ 1,816,725 w7 205,98 53,749 1,357,003
181,404 7,40 137,763 45,002 12,061 258,471
1,375,743 4,201,100 101,290 §59,083 32,277 3,28%,811

9,481 15 14.311 1393 1.0

Recap Schedules: B-1b

Revised 12/18/92
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Susnary of Mjusteents t
Met Gptrating Incoee Fpsc Exhibit Number,
u:mm-l FPSC Docket 920262-'1'1-
:r:'mm mu:" SERVICE CONRISSION Reid mmi.;:::t WSR-
as thern Bell z;;;gendix .
'ﬂt:ﬂ'.ﬂ- mz;“'. ellla!loe Reprt

Test Tear 199 Page 54 of 155

Check Whether Bats It
Bistoric (1] or Profected [ ]
#rerage [I}1 o¢ Yoar End [ )

Operating Expesses and Taxes

Operating Revenves Deferred I:::l
Tncose Tazes Iacoan Tares Tay. Inv. Expenses Oper,
Line fntry Inter . Intra Total Total Dther Tar Asort § Taxes Incose
. . Bescription Lotal LATA LATA Misc. Uneoll {2 thru &) Exp. Taxes State Federal State federal Credit of ITC {8 thry 331 (7-18)
T Tw @ w W m W m o w o m am un m mm an om o m
Unadjusted 1,347, 88% 7,084 348,897 294,813 L 240 L AN2,178 13,39 18,83 135,783 {3,665 199,570) 1787 (21,200} 1,044,039 378,430
1 Excess Plug Ins 0 [ [} 0 L] 0 ¢ 0 0 0 [ 0 ¢ 0 [ [
2 WECD Tax Credits ] [ [] [] L] L] [] [] 0 ¢ [ 14 0 ¢ 0 0
3 Dell5South Services 1YL | S 0 6. [] 4 3 ] 4 L ¢ ] [] 0 ] [ 3L,
§ ENFIA ] ¢ 0 tn 0 1t [LIE)) £ 4] 2 157 L ] L] ? 1257) 5
5 Dtier Rate Rase Adj. 0 [} ¢ [ 0 ¢ 0 L] 0 L L4 4 ¢ [ 0 9
§ Out of Period Rev & Set) o 3 53 ¢ o w . 3 ) o ’ 0 o ’ & 13
T Out of Period Expenses [] [] L] [R]) ] 13} {1,383) 2 [ 1} 97 L] L] L) T 17871 7ot
B Dut of Period AR & FR Tax [] L] ¢ L) [ 0 o {1,124) i1,148) '(23,840} 4,51 2,088 ) m {2 (908) 900
9 Oth Dut of Perlod Revenve 2,013 {1,899 L[] 2,9% ] 3t [] n 184 1,080 ] ] ] [] 1,29 1,040
10 1992 Expiring Mertizatio [ ] ] 0 ¢ L] 12,700} L) ] [ 144 632 [ [3H (10,308} 10,308
1t 1193 Lxpiring Meortizatio ] [] ] [ 0 0 122,784 [] ) [] o7 1,908 0 Bl 116,347) 18,357
12 Other Req./Monrey. Adjust 55¢ [ 0 ] 0 ) e 17 E *® ) ] ] .0 Y 120

Supporting Schedules: A-sh Recap Schedulest A-1a, A-2b, A-2», C-1b
Revised 12/18/92



FPSC Exhibit Numbex

m::? ﬁ::r A:inl:nls te FPSC Docket 920260-TI
ating Incose '} »
Illlﬂll:tll Reid E.{hiblt WSR-4
(000) Appendix No. 1
FLORIOA PUBLIC SERVICE COMRIESION Earnings surveillance Report
hern Bell
::::::'h. hr;oz;n Page 55 of 155

Test Year 191
Check Whether Data Js:

Wistordc (I or Projected { ]
Mverage (1) or Year End [ )

Operating Expenses and Taxes

Operatiag Revenues Beferred ‘I':::l
Incose Tases Incoar Taxes lov. Tnv, Expenses Bper.
Line  Entry Inter Intra Total Total Other Tar Aeort & Tages Incose
Bo. Mo, Description Local LATR LATA Hise. Uncoll (2 thew &) £y, Tates State Federal State Federal Credit of ITC (8 thru 15}  (7-18)
T T T e w e e T e m ae un wm mm ae
13 Yellon Page Profits ¢ ¢ ¢ [ ] 0 0 0 0 0 0 0 ¢ 0 ° 0
14 Galns on Sale of Property (o 4 m 124 ¢ 109 [$71Y)] 2 1% n n (1] 0 0 [+ m
15 Inc Rel to Tesp Cash Inv 1 ¢ 0 [] [] 1 [] 6 0 ] 0 [ 0 0- [} 1
16 Ist Recosti] & AFUDC Debt ] ] ] L] 4 L [] [ 366 3,308 [] ] ] ] 3,61 13,874}
17 Interest Inpatation ¢ [ ¢ ¢ ¢ ° 0 ¢ un 1,439 0 0 0 0 11,104) 1,704
I8 Lobbying Expenss ¢ ¢ L] 0 ' 0 (530) 0 by 1n [} o 0 4 1 b 4|
19 Corparate Advertising Exp ] L] 0 ] ] ¢ m [] 2 ¥ L} ] [ L] 18] 18
20 Abendoned Projects ] [ ¢ [ ] 0 [ 72] ¢ 3n 2 0 L] [ ¢ 421 421
21 Casualty Expease ] 0 0 ] 0 ] [] 13,433 [ 3 ] nm {4,393) ¢ [ I!GBA (8,484)
22 Other Regwlatory M) L[] ? [ [ 9 [ 11,855) 0 102 bi 0 ¢ 0 9 1,157} 1,157
3 SPF 1791-1992 0 ¢ [ n 1 b 13,404 ”m (1,498)  {10,343) L1 3,30% 0 {213 8,324 {8,293)
24 SPF 1992-1%93 0 ¢ 0 3 1 1 13,404 m .90 {10,380 10t 5,309 4 un 6,34 {8,293)
13 DEN 1991-19%2 [] [] L4 8 0 [] 3,087 01 {1,149} 18,947) [ 4,4% ¢ . (88) 3,604 13,59}

Supporting Schedules: A-ib Recap Schedules: A-la, A2k, A-2e, C-13
Revised 12/18/92



FLORLOA PUBLIC SERVICE COMMIBSION
Cospany bouthern Pett
hoctet Mo, 20260-TL

Test Year 1101

Check Whetber Mata a1

Historic {I} or Projetted § ]
Average [1) or Year End [ ]

Lise 'Eatry
K. - Mo,

-t esass
.

Bescription
"
25 EN 1992-1993
o USF -1
2 U5 92-93
2% SFAS 104 OPEBS
30 Reorganization
31 Pelicore Inv & Bivid
32 Reverse ENFIA
13 Expiring Asortizations
34 1992 Tapact of Represcrip
35 1793 Lapact of Represcrie

36 SFAS 109 Accty for loc Ta

Buanary of Miustemts to
Net Operating Incose

FP3C Exhibit Number

FPSC Docket 920260-TL

Reid Exhibit WSR-4

Appendix No. 1

Earnings Surveillance Report
Page 56 of 155

Operating Expenses and Tomn

{Intrastate)
(000)
Operating Revesurs
Iater Intra Total
Local LATA LATA Msc. tacoll {2 thre &)
@ wm o wm e w m
L [} 0 1 ] L
L] 4 ® ] ¢ [
¢ [ [ ¢ 4 ¢’
’ [ 0 [ [ ¢
13,148 ¢ ] 12,531 ) 11,400
[} [ ¢ b1} ] bl
[ L] [ I o 1
(21,8870 4 0 [ 39 (21,478}
[} (] [ 0 ] 0
] (] ] 0 0 0
e [] ¢ ] [ ]

Total
Enp.

-
2,94
14,57
2,04
2,191
119,045)
0
s
¢
n

{4,042)

Dther
Taxes

Ll
W

(11

3

(282)

Met
Deterred Total
Incoar Tares facoan Tazes Inv. Inv. Expenges Oper.
Tax Moot & Tazes Incoae
State Federal State Federal  Credit  of ITC (& thru 15)  (7-140
o uwn am ww e on ua on
1315 13,4 w2 1,18 ) 1,002 {1,790}
2 2,113 ¢ [ ¢ W 4,10
1113 1458) L] 0 [ 1,27 {1,274)
0 L] s (871 [ 1,148 {1,741}
ne 4,19 L] {34) H {12,401 4,897
[} ] 0 ¢ ¢ 8¢ 702
#4)] {1571 0 ] n 257 1258)
{1,16N {4,817} ] 0 0 8,460 (13,232)
0 [} i an {1 b {18}
] 0 152 2,19 17 {1,559 3,559
[] ¢ 183) 1,3 0 1,883 {1,683)

Supporting Schedwles: A-db

Recap Schedules: A-la, A-20, A-2¢, C-1b

Revised 12/18/92



FLOREDA PUBLIC SERVICE COMRISSION
Coapany Bouthern Bel)

Poctet o, Y20260-TL

Yest Year 1991

Check Whether Bata Is:
Historic (1) or Projected { 1
Average [I) or Year Eod [ ]

Dperating Revenues

Bussary of Mjustemls to
Net Operating Incose
{lntrastate)

(000}

FPSC Exhibit Nunber
FPEC Docket 920260~TL
Reid Exhibit WSR-4
Appendix No. 1
Earnings Burveillance Report
Page 57 of 155

Dperating Expenses and Tazes

Line Entry

Wo. o, descriplion Local

T ) it 7;;-
37 Attrition [
38 Progsd Su Access Reductio ¢

39 Propsé Option Expeded Loc 11,000

40 Propsd [aterconsect Rate {5600)
41 Bond Retinancing 0
42 Mot wsed [
43 Not qsed ]
A% Yot waed [
45 Yot wsed . ’
&b Not used 0
47 Mot waed 0
8 Mot wsed [

Mjusted Results 1,336,873

Inter
LATA

o
¢
13,0001
0

¢

27,443

Intra
LATA

Hl‘
0
¢
(18,700)
0

8,957

Niic, Uncoll

----- ————

I8 (3]

2,667 ]
] (e1)
0 )

| 131}
0 ]
[ v
° ¢
(] ]
0 0
0 (]
] o
0 0

39,097 39,213

Total Totad Other
2 thra §) Exp. Tazes

——————— — -————

n w ]
BT (,20) 0
TR q (501
(1,521 ] 1

1589 ) in
LI P X7 0
0 ¢ ]
) ¢ 0
) [] [}
0 0 0
v 0 ¢
¢ 0 0
0 0 0

2,214,1% 1,580,543 N2t

Deferred
Incoae Taxes Incone Tazes
State Federal State Federal
W an
2,84 18,642 [ )
(2N 11,33%) 0 b
1111) {2,400} [} [
32 e 0 0
120 & [] ]
' [ ] [
] L] ] L
] 0 [ [
L} L] ] [
] [ [ L] .
[ [ [ ¢
o [] [] ]
13,421 114,113 4,88 {4,085}

Inv.
Tax

Credit

—————

{14

]
L

(12

Tav,
Asort
of 1L

115

¢

Expenses
& Tazes
{8 thra 15)

....;;;;...
14,770)
{1,861
{2,%3)

()
(1,354)
0

120,391 1,818,725

Net
Total
Oper.

Incose
7-18)

m
28,437
{3,0251
{4,459

{3631
1,356
0

39740

Supporting Scheduless A-bb

Recep Schedules: A-la, A-2b, A-2e, C-1b

Revised 12/18/92



FLORIDA PUBLIC SERVICE COMMISSIOF
TELEPHONE ERRMINGS SURVEILLAMCE REPORT

FPSC Exhibit Number

FPSC Docket 920260-TTL,
Reld Exhibit WSR-4

REVISED 2/13/92 Appendix No. 1
Cowsany : Southern Bell Tel. & Tel. Co. Earnings surveillance Report
12 Months Ended 1 December 31, 1790 Pa.ge 58 of 155
1t 2 m 14) 5t 13] th
Total Total Intrastate
RATE BASEIDEH) Congany Intrastate Tell tntralol ] ———-
Calunas Interstate Colusns Colusns Inter- Intra~-
2+3 Toll e {5 + &l territory  territare Local
AVERAGE RATE BASE
1. Benerel SU000Tt.ceseoconnesccrcacaanarsovaness 31873771 $260.763 $813.008 $192.438 86,136 104,302 420,578
2. Cantral Officheicriceccconcacenscanannnnnanass 2,740,012 621,847 2,124, 4% 933031 uan I3 1,569,714
e lntormating Brig./Ters cecvrcasanrarasaranenss 364,327 160044 by M- 81,362 10.182 B 318,923
4. Cable a0d Mire FacilitieS.esescacccasonanenas 4,108,063 1,215,418 7,885,233 T2 392,043 .09 2,164,211
3. Mortizadle AMSEtS..ccciiavasecsancscarsnonnns 31,485 1,781 3,17 3,490 .34¢ 3.4 .28
bo PLaNL 30 SOTViCR.eicesecatsoccneranacnsnarease SETITAGE  $2.473,991 6243449 81353471 TR STRZAML  $4,489.798
7. Mccusdlated Besrecration and
Asortitation...ccicacennncae sessarasannssssnes  Sa104.702 733,53 .24 48,979 m.1e2 maa 1,580,201
B Mot Plant in SErviCRiiciciccusemconvissasances $3950.798 1,338,468 4,418,290 1004692  $495,403 $511.217  $3.089,5%8
§. Proserty Held for Future USGe.eeeessccnsnccans i (Y m b1 1 126 82 o 384
10, THIC (M0 IDC)uuesacarsssscaconnrnonasatsaniss ;3.7 15.738 38,549 1011 LI% [} 443 28,758
11. eomisition AJIUSLENtS. cavasieserarascanenas 1 ] [ | 1 1 [ ] 1
3%, Yorting Canital AllOWaALR.cereiceiassvnscnsase 3.0 1.189 35,842 8.943 LIy ri) 221 26,897
13, Per Bock Average Rate Bastecrccrinncacncoveees S5 040,270 1,358,087  SA.09L.207  SLAQLIM SN2 328,412 53,0853
I 3 OEstrittinn.esiersscacsnsnsitianinanasnnnas Ml 27.541 12481 18,151 8.91 . L ()4
ADJUSTNENTS YO AVERASE RATE BASE
13, Mijtstaents for Achizved Rate Bast....cccvnccrasansasnnnnsnaronnansnenses $33.317
1ia Mjusted Achioved Rite Batticececorersnsoncnrarernrsracasscsconanascesss 144,584
IR TS
ADJUSTED AKNUALIZED/PRO FORRA YEAR END RATE BASE
17. Year Eod Rate Dase oer BonkB.oicicicoocenssiatssiasianevsssrnsoncncceress 4,100,951
1B, Mjmstaents for Year End Rate BasReccccscsccncncncsrrarararsnnnseraseens 111,274
1. Miusted Year End Rate DaS0eecvcccccorarnssscsrrsavanannvnesanseracnsnnes 34,221,225
seEEsERewTkt
RATES OF RETURN
2. dverage Per Book ....... ctanessannrinranenses 1.7 1ML 1470 15.011 JLIR- 1} 17,381 T.420
. fverage Minsted ACMEYHE souveviercarsornsssararnsssnassanssrrisscsatsn 1401

22, Mjusted Your End.everencicntrvonavanenetsannrasanisarsrasassonansannnane




FPSC Exhibit Number

FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE ERRNINGS SURVEILLANCE REPORT

Cospany : Suutﬁem Bell Tel. & Tel. Co.
12 Months Ended : Deceaber 31, 1999

FpPsC Docket 920260-TL
Reid Exhibit WSR-4
REVISED 2/1% Appendix No. 1
Earnings Surveillance Report
Page 59 of 155

(1) 21 (3 (41 15) (6 mn
Accusulated
AUJUSTHENTS TO AVERAGE RATE BASE Deoreciation Property 5T Plant Working Per Baak
(eed) Fiant In and Held for linder fcouisition  Cacital Average
Service Asortization Future Use Construction Adjustsent Ailowance  Rate Pase
1. Intrastate Rate Base ger Books..... $6.245.46%  $2.229.179 $584 +38.58% 1] $35.842 u.m.m
INTRASTATE ACHIEVED ADJUSTMENTS
2. Excess Plug-in Units (13,036} 42 1! 1) 1) 1] ($13.03461
3. Tax Credits 49,738 15,646 L ] ] ] 34884
4. BellSouth Services 7.39% ] ] | ) ] 29.%9¢%
3, ENFIA 13,5241 (1.438) ] 23 g {18} (2,429
b. Other Rate Base Adjusteents 48 {4.437) 2 3.079
7. Total fccounting Adjustaents.
Intrastate AChleved..cceeencecocas,  $63.289 $9,793 8 ($21) {1} (5181 $53.377
B. Achieved Intristate Rate Base...... $5.388,876 $2,238.972 $304 $38,.548 1] $33.024  w4.544,584
Sx==ErifiSR ESSESTESEETT ESNERSLIITTTY SSTTEESEIRT EXXTREIRETRT
9. Intrastate Year End Rate Base
DEF BOOKSesuasarsoossnaransssansss 56,138,187 $2.089.974 sin $4,.489 1] $28,952 4,109,958
INTRASTATE AKNURLIZED/PRO FORMA ADJUSTMENTS
FPSC ADJUSTMENTS:
18. Excess Plug-in Units 513,036} 1] 1] 50 $ 1] {613.835)
11. WECO Tax Credits 58.427 15.737 ] e ] ] 34.898
12. BellScuth Services 26,916 - B ] ] ¢ ? 26,918
13. ENFIA il 820 [1.4381 8 (231 [} (1 2029
ANNUALIZINE ADJUSTMENTS:
14,
13,
14,
17,
18.
PRO FORMA ADJUSTMENTS:
19. Phase Down of SPF 74.842 17.793 45,247
<0, Other Separations Chanaes 23,566 1.181 18,385
21,
22. Total Accounting Adjusteents. ‘
Intrastate Annualized......oca00e..  $180,592 $49.277 s ($23} {1 118} $111.27¢
23, Intrastate Annualized/Pro Forme
Year End Rate Base................ $5.290,699 $2.137.251 317 $40,445 1] $28.934  $4,221.22%




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLAXCE REPORT

Conoany ¢ Southern Beil Tel, & Tel. Co.
12 Months Ended : Decester 31. 1998

REVISED 2713/9

FPSC Exhibit Number
FPSC Docket 920260-TL

Reid Exhibit WSR-4

Ippendix No. 1

Earnings surveillance Report
Page 60 _of 155

in i) {3 (L] )] ity "
Totzl Tatal latrastate
HET CPERATING INCONE(RE0) Leroany Intrastate Toll Intrafali-———e—————
Coluans Interstate Coluans Colusns Inter- Iatra-
12+3 Toll ¢ it+71 8 {5 ¢ &) territory  terpitorv Laca}
BUOKED REVENUE
1, Basic Local Service Revenue......cooveccaaes. §5,344,182 a7 $1.344.095 1] ¢ 3 41,344,09%
2o Netwark ACCuss REVENUE....ccivseaonrnrsreeness  L1.BT0.482 784,785 285,788 283,785 287,297 18,491 []
3. Lona Distante RevANU®..ccuceevene wveroncncens 3504623 489 358,214 350.214 e 358.214 4
4. Kiscuilaneous REVENUR.cceercesiresosnasssranes 251,72t 42,985 209,735 15.478 13,375 4,875 198,265
3. Uncollectible REvenUeS..ccuiurnrresnrronncees 10,837 821 29.814 5,097 7 .M 3.4
b. Net Bonked REVENUR.ccucorecasassacranssacoenes $2.987.381 $827,367  $2.160.814 - $H49.373  $282.343 $356.872 1,518,541
OFERATING EYPENSES
1. g
8. Plant Soecitic Ooeration £xoense.....ccceeene.  $313.827 11,134 ITLETIT- §1.417 44,487 45,752 288.47¢
2. Plant Non-Soecific 0oarations €x0ieecescssenss .49 72.8%1 197,682 1% 43,029 22.648 40.36: 1HLITT
18, Oeoreciation and Aeortization.......cevecensee 761056 197.968 Sa3.8e s 128,356 s1.7%7 4. 768 6482
11. Customer Overations EXpenSf........coeveraesss 161,725 §9.833 191,892 % 731,589 25,560 16,849 218,387
12, Coroorate Ooerations EXDENS®..cceeuverecornons 269,996 83,929 188,576 VRY 48,478 24463 18547 138,392
13. Dther Incose and EXORASR..vecnuncreensnaocanns S&b (¥} 388 9% st 48 e
1% Total Operating Expense..coeciasansrarscnasess §2.118,423 $364,048 61,558,579 sAE2,T97  SLTTANT 225,34 s1,149,782
15, T Dist iUt ton. ceveeeiiicerstnnncornnanareance e 25,651 7338 19.431 B8.381 18,651 54,2081
OPERATING TAYES 1164 Iod$53) -\
18, Federal INTORR TaZiecisaccccsiiescinnssiosnnns 132.182 38,99 $81.504 $47.79% 19.418 .37 I.71e
17, State InCOBE Tareeserracracerissasnevarassnsan 28.834 11,046 17,766 \ 10,774 1.952 8,32 7492
18, DRBRT Ta%BSecreerverrnrnnrennesranrecnsneenees  JAT,380 13,778 us.SHAY 242 9,988 16433 87176
15, Total Dperating TaseS..cecicvancnciasnesonrnss  $308.303 $95.434 $212.811 $84.451 $33.3%9 $50,132 128,382
NET CPERATING INCONE
2B, Per BOOKk NDl.sseeucnonvecesnsrnrsnonvorneaanes  §362,833 $157.08% $393. 364 $162.08) $1L.782 $9¢,333 $333.479

21, MO Etfect of Adjusteents{ACiavedl.cuvsvirsrronnrsssnssssssennsssnsnnsss

22, Adjusted Arh1aved N0luc.isiiouaeescnrersnarsrennsensasissssnrsssnssannns

23, AT Effect of AdjusteentsiANnual/Pro FOrRl).ccciiiiessoveareressssasusece

24, fonualized/Pro FOred 800eiiv.ssverererrerrersrsnsesisnsssscansesnasannne
1 Inclodes ¢ 14.179.254 for Universal Service Fund

& fAbove exeenses inciude requiztory and Iseisfative [izison expenses of § J89.863.

2,19

e ———————

397,737

(8,511}

$389.244

for the legislative and liaison exsenses excluded for rate saking purooses.

See the Labbving Excense orofores



FPSC Exhibit Number

' FPSC Docket 920260-TL
FLORIDA PUBLIC SERVICE COMMISSION Reid Exhibit WSR-4
TELEPHONE EARNINGS SURVEILLANCE REPORT ix No. 1
REVISED 2/13/92 Appendix No. {11ance t
Company 1 Southern Bell Tel, & Tel. Lo Ea.rnn;glsoﬁf- 155 ¥
12 Months Ended : Decesber 31, 1998 ‘ Pag
{1 {2} {3 (%) (3] (8}
ADJUSTHENTE TO NET OPERATING INCOXE  Sasic Local Network . Net
INTRASTATE REVENUE Service fccess  Lona Distance Nisc Uncollectible  Booked
{1 }] Revenue Revenues Revenue Revenue Revenues Revenue
i, Total Intrastate Revenue ger Backs $1.344.89%  $2B2.678 $372.828 $190.255 $29.815 $2.160.014

INTRASTATE ACHIEVED ADJUSTMENTS

QUT GF PERIOD ADJUSTNENTS:

2. Rev & Sett (lnd Ca) {542) f.14 §572
3. Excenses #
4. MR k FR Taxes ¢
5. Dther Qut of Period Revenue 5.894 {6.848) 4.45e8 20 .47
b. Excess EAS Kevenues per FPST 1,25 1.258
7. FASA7 2,488 <. 08
B.

9.
18. Other Rea/Nenreg Adjustaents 8
11. Yellon Page Profits (315) A (i
12. Gains on Sales of Property {69) m (81
13, incose Related ta Tesp Cash Inv 9 ¥
14, Interest Reconcilistion 2
13, Interest leputation ¢
ik, ENFIA 21 12}
17. Lobbying Expense g
18, Corporate Advertising Expense ¢
1%. Abandoned Projects ¢
28, Casualty Expense ¢
21. BellSouth Services 3.297 3,247
2Z. Telephaone Franchise Requirement 8
23. Other Regulatory Adjustaents L
2%, Total Accounting Adjustaents.

Intrastate AChievEdieceesreesraees  $6,333 ($7.399) §2,364 $6.891 fs26)  $18.22%

23. Total Achieved Intrastate Revenue.. $1.352.428 $275.260 $373.164 $147,156 $29.799 ¢2.170.238

EEgIETEASTEESSETTESRESRST =S=SXISTSTSSSS | SSESESISRERIT | SEEESIEIDSEg SSIRRIEREceT




FPSC Exhibit Number

FLORIDA PUBLIC SERVICE COMNISSION R;Frgc Docket 920260-TL
TELEPHONE EARNINGS SURVEILLANCE REPORT d Exhibit WsR-4
REVISED 2/13/%2 Append:.x No. 1
Casoanv t Southern Bell Tei. & Tel. Ca. Earnings Surveillance Report
Months Ended : Deceaber 31, 1998 Page 62 of 155
(1j (21 {3t )] 5 T3]
ROJUSTMENTS 70 NET TPERATING INCONE Basic Lecal Network Net
INTRASTATE REVENUE Service Access Lona Distance Misc dncollectibie Booked
(233 Revenue fevenues Revenue Revenue Revenues fevenue
23. Total Achieved Intrastate Revenue.. $1,332.428 $275.780 $375.164 $197.15% $29.792  s2,178.7%2
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
ANNUALTIING ADJUSTMENTS:
p{N 41}
27, g
8. ]
rs ?
3.
3 ¢
FFSC ADJUSTMENTS (PRD FORMA):
33. )
. ]
PRO FORMA ADJUSTMENTS:
‘5. Eaplover Level Adjustaent 8
/. Nonrecurring Iteas e
37. High Cost Universal
Service Fuad ¢
38. Phase Down of SPF |
39. Other Separations Changes e
£2. Tot2! Accountine Adjustments. : .
Intrastate Annvalized...cveeiceannas 10 18 58 s8 13 L1
4i. Total Annualized Intrastate Revenue $1.352.428 $275.280 $3735.164 $197.15 $29.79¢ 1L.1N.23

CITTCETTIITT= SLECTTTSXSIT TESSTETSITET  SSEESSSSSSSS  SSESSSISITSS  SSSSEXEIESSS




FLORIBA PUBLIC SESVICE COMNISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

FPSC Exhibit Mumber
FPSC Docket 920260-TL
Reid Exhibit WSR-4

REVI .
- . Appendix No. 1
Cospany t Soathern Bell Tel. & Tel. Co. . . -
12 Months Ended ¢ Decemper 31. 1999 mngs Surveillance Report
. Page 63 of 155
i1 {21 131 4 {3t (&1 in &1
Plant Other
TIUSTMENTS TG KET OPERATING INCOME Specific ¥on-Piant  Desreciatice  Customer  Corporate Other Total
INTRASTATE OPERATINS EYPENSE foerations Specific and Goerations Deeration:  incose and  foeratens
(] [}] Exoense Oper. £xc. Asgrtization  Exoense Exgenses Extenses Exnense
i. Total Intrastate Excense oer Books ] $371.893 $197,.402 $583.048 $291.692  $184.57% $348 11.591.57%
INTRASTATE ACHIEVED ADJUSTMENTS
OUT GF PERIOD ADJUSTMENTS:
2. Rev & Sett {Ind Loi 11
3. Exoenses {32 1145} 2.88% 12.418) $361
&, R & FR Taxes ?
$. Dther Qut of Period Revenue 2
&. Excess EAS Revenues oer FPSC ?
7. FASE? (4
8,
3.
10. Other Reg/Nonrea Adjustaents {463} i1 348§ iz.em -y
il. Yellos Page Protfits ]
12, Bains on Sales of Froserty [
13. Incose Related to Teao Cash Inv 3
14. Interest Reconcilistion 8
13. Interest Imcutation '
16, EXFIA (634) {634)
17. Lobbying Escense ia38] {9381
18. Corporate Advertising Expense {31 131
19, Rbandoned Projects . 813 31§
20. Caspalty Exoense i) n
21. BeliSouth Services t
22. Teleshone Francnise Aeauiresent ?
23. Other Requlatorr Adjustaents i1.989 {1.98%1
24, Total Accoumting Adjustments.
Intrastate Achievede.escscinesonsns 1] (sh 1] 153441 (4281 $1,702 ($5.780% 143,25
23. Total Achieved Intrastate €xcense.. it 1371.864 §197.4682 $502.982 $291.872  s1E8.21¢ 185, 2201 51,548,120




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINSS SURVEILLANCE REPORT

Cospany H
12 Months Ended @

Scuthern Bell Tel. & Tel. Ca.
Decesber 31. 1992

FPSC Exhibit Number
FPSC Docket 920260~TL
Reid Exhibit WSR-4

REVISED 2/13/%
¥ 2% pppendix No. 1

Earnings Surveillance Report
Page 64 of 155

m 2! (3} {H
Plant Other
ADJUSTHENTE TO KET UPERATING TRCORE Soecitic Non-Pilant  fepreciatisn  Custoeer tarearste Other Tatel
IRTRASTATE OPERATINS EXPENSE figeratiens Specific and Operations  Ooeratidn  Income and Jgeratins
{1} Expense Oper. Exp. Aeortization  Exoense Expenses Exoenses  S:zgense
25. Tota) Achieved Intrastate Expenses i $371.885 $197,4602 +302,982 $291,872 $168.272 186,220) 41,545,320
INTRASTATE ANNUALIZED/PRG FORNA ARJUSTHENTS
ANNUALIZING ADJUSTNENTS:
2. 41
21. [
. #
n. &
3.
¢

.
pis 2
FPST ADJUSTMENTS (PR FORMA):
3. 4
M. ?
PR FORMA ADJUSTMENTS:
35. Easloyee Level Adiustamnt in4Y g.2n
3t. Monrecurring Iteas [
37. High Lost Universal

Service fund 2,853 .85
38, Phase Cown of SFF 13.38% 13,383
39. Other Sedarations Changes 3.437 5.657
43, Total Accounting Adjustaeents.

Intrastate Annualized ® 1] 1] 1] 1] 1] $13.448 113,648
41, Total énoualized [ntrastite Excense W 171,884 197,482 $362,942 £291.812 1168,272 STA2L $1.559.944




FLORIDA PUBLIC SERVICE COMMISSION

TELEPHONE EARNINGS SURVEILLANCE REPORT

Coavany 1 Soythern Bell Tet. & Tel. Le.

12 Months Ended : Decesaber 31. 1998

REVISED 2/13/92

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4

Appendix No, 1

Earnings Surveillance Repo

Page 65 of 155

(4)

{1 (2) (N
ADJUSTMENTS 1D NET OPERATING INCONME Tatal
INTRASTATE GPERATING TAXES Federal State Operating
{ped) Incose Tax Income Tax  Bther Taxes Taxes
1. Total Intrastate Taxes oer Buoks..  $81.586 $17,766 $113.399 $212.871
INTRASTATE ACHIEVED ADJUSTMENTS
QUT OF PERIOD ADJUSTMENTS:
2. Rev & Sett {ind Col 182 i 6 $219
J. Exoenses {181} {38} (281}
4, MR L FR Taxes 4,657 1,83t 4.4B8
5. Other Out of Period Revenue 1,886 48 (3% 1.922
4. Eacess EAS Revenues per FPSC 481 89 7
7. FASEY 815 143 §78
8,
9.
18, Dther Reg/Non-reg Adjustaents 936 116 1.882
1i. Yellow Page Profits (198) {in ] {11n
12. Bains on Sales of Progerty {21} L) {1) 1258)
13. Incose Related to Yems Cash Inv 3 i 2 4
14, Interest Reconciliation 2.813 462 ] 3.295
15. Interest Isoutation {1,5961 215 (1,891
i6. ENFIA 7 L1 (88) 225
i7. Lobbving Exoense rl L 33
18. Corporate Advertising fzpense 10 2 12
19. Abandoned Projects (1861 (28) (194)
2. Casualty Expense i:A n (91
Zi, FellSouth Services B
22. Teleohone Franchise Recuiressnt 8
23, Other Regulatarv Adjustaents 827 108 733
24. Total Accounting Adjustments,
Intrastate Achieved...... serensenss  S10.B17 $2,588 {$1151 $13.298
25. Total Achieved Intrastate Taxes.... $92.323 $28,354 $113.484 $226.161
STETTS=ER SSRSSZISzas S ==

(3}

501

€395, 5¢4

e g——

$353
{33e)
(&,488)
953
ee
1.822

1815
{194)
(42}
3
(3.295)
£,869
°
i
12
320
{15t
3.277
£
1,254

- e b a—

$2,193

397,797




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

Cospanv :
2 Months Ended @

Southern Bell Tel. & Tel. Co.
Tecesber 11, 1990

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR~4

REVISED 2/13/92 Appendix No. 1

Farnings Surveillance Report
Page 66 of 155

(1) {2} {3 (4) {51
ADJUSTNENTS TO MET OPERATING INCOME Tatal
INTRASTATE OPERATING TAXES federal State Operating
{28 Income Ta: Incoee Tax Other Taxes Taxes noi

25. Total Achieved Intrastate Taxes.. $92.323 $28,354 $113.484 $226, 161 $397.7%7
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
ANNUALIZING ADJUSTMENTS:
2. 1] 1}
7. 8 9
28. 8 g
25.
8.
3.
12, 8 2
FPSC ADJUSTMENTS {PRD FORMA):
T3, ) 9
. e e
PRO FORMA ADJUSTMENTS:
35, Esnloyee Level Adjustaent 3,293 Sa4 3.8%7 £.392
35. Nenrecurring Items L e
57. High Cost Universa)

Service Fund funn (1571 L] (1,874} 1H.am
38. Phase Down of SPF {4,943 (B48) g {3789 13-595?
39. Other Separations Changes {1.818] {3 ] (2.129 {3,326
42. Tetal Accounting Adjustments. . .

Intrastate Annualized....vesoass 14,385} (5750) {1 {$3.135) (58,311
41. Total Aanualized Iatrastate Taxes.. $07.938 $19.604 $113.434 §221.228 $389.240

sSemsssspogs  SSEEEESESSRSZ IRSEETSBIDIS SSSTSTTISEES

SSITIILSSS=S




FLORIDA PUBLIC SERVICE LOMNISSION
TELEPHONE EARNINGS SURVE(LLANCE REFORT
PEVISED 2113/92 fage 3
Conpasy t Southers Bell Iel. § Tel. Co.
12 Ronths Eeded ¢ Decenber 3. 1M
th {2 N ] (4} 5 (& ] n ") (H 1] (113
AVERAGE CAPITALLINTRASTAIE) Average Specilic Pro Rala Miusted 00000 mememmosees Lost Rate - -Meighted Cost Rate-sweeessa-
L Per Jooks  Adjwstaents Adjusteenis Ruguat 2 ol lala} Floor Sharing Ceiling Floor Sharing Ceiling
§. Long Ters Beblo.ivvscienniaaininns 1,034,291 1202050 11,815,088 n.m 8.021 L8l
7. Short Jers Beblevscsvrreccnnnenien. 330,320 44,083 L1 itnam m 1.201 | B 134
Yo Praferred SHCk.iosciirorsisicnrnee 1 1 1} L f.40 sm
1. Custoser Deposits.crsiavisnisnnnens 51,457 11,80 19,428 L.m 7.41 (H]}]
3, Connen Equitye.ciciinnviionaiiensae 1,972,590 18,839 IR LY LN .1 .58 1. 1.0 o 8591 1.5%
6. Investapnt Tax Credits..covaiiosess  SE2.90 (3,434 164,492 .m 10.581 11.11 13.341 A 1A [ X111
7. fost Free Capitabesecncrornrenann,  TTOIEY WA {16,457} . LR 1M .m 1.u
0. Total Capital.icicerinanvraissenas $5,134,813 495,258 1906,5791  S4.144,504 in.n B R H1 f.471 18,471
2 ZEXIAFLZMIER SLISZZIRRILZT  SIEETIEERIXR
INTERNAL FimNDS
9. 1 Jnternal funds lo construction expenditures after dividends (Tola) Compae..ivesinrsees Rl T}
{8, lieses interest earned {NI4lnterest+Incoar Tax}/Interest {Tatal Cospanyl...ccaninnrncnns [N} E
11, Long Ters Debt / Canltal fIntrastatel..voineviiiirisniiiiiciiiiiiiiinissiisiniines. 3.5
)]
12, Short Ters Debl 7 Lapital (TARPASEARE)errvsraurerecrarnsssreeensnrresssnnssarassnennrnss L N
[*]
a ]
13, Average adjusted achieved return on equity {latrastatel..oeiiinsiirnininiiniensinns 1812 v
’ w
$4. Adjusted year end return on equily (Intrastatel...........ooccvein Cibeshitvernsrtrares 13.051

¥ Ser Page & for details.

3r0dey soueTTIeAINS SHUTWIRE

T ‘o Xtpueddy
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FPSC Exhibit Number

FLORIDA PURLIC SERVICE CONNISSION
TELEPHOME EARNINGS SURVEILLAMCE REPORT

Cosseny 1 Soutthern Bell Tel, & Tel. Co
17 Konths Ended ¢ Deceader 31. 1999

REVISED 2/13/92

"FPSC Docket 920260+TT,

Reid Exhibit WSR-4

Appendix No.

Earnings Surve:.llance Report
Page 68 of 155 -

i 7] 3 “ {s) (6 m ®
SDJUSTMENTE TD AVERAGE CEPITALI2ED) LONG TERM  SHORT TERW  PREFERRED CUSTOMER LGnRON INVESTRENT (35T FREE TOTAL -
12 H DERT STOCK DEPOSITS EQITY  TAX CREDITS CAPITAL CAPITAL

1. Total Caoital Per BOOKS....cvevsveacncs vesssase  L.AA.E04 191,391 L 50.437  2.751.871 226,413 LABALA3L 15,708,030
DESCRIPTION OF ADJUSTMENTS 1D SPECIFIC SOURCES

2. Accrued DividendS....cccucaeen. sevesecannsranss 25,183 25,083
3. MECO Tax Creditic.erasicacsssrisnaantnnnnnnnes 47825 47,023
4. Accraal fer Florida Refunde.eevecrsssesannansss LIN L 44,085
S. 1
6. Sub-total of Specitic Adjustsents to Scurces... " $44,40% il ;] $25.143 ] ] 9,028 117,005
7. Mijusted Total Canitadeeisseariacanarsiinnaness §1,445,084 $233.05 1] $30.457  #2.777,058 $2.415 6108225  sS.mT0U
DESCRIPTION OF PRO RATA ADJUSTMENTS

9, Varaous DifY Froe Rate st # vovivaciviasanns 123,13 (399 ] (B38) {43.9381 L1 (17,9871 396.239)
L 2

1.

.

12. Seh-tatal of Pro Rata Adiusterats to Sources...  {$23,%13) [$3,499) L1} (838 (845,934 (83,7481 (417,921 1$%.00
13. Sabtotal, Pro Rata Adjusted Total Capital...... 81,421,771 $231.768 “ 149,817 $2.731.100 S2TL.067 LRI IS TLATY
14, Interstate Separation Factof.eceeceravoscrneses S4B, 485 54,067 1] s1YY  476L,200 138,373 276,56 11,577,093
13 Mdjusted Jurisdiztional Capitalessersasconceces $1.015,084 177,18 L U $1.940.8Y7 $164,492 STBT.TRE sS4, 504

t  Sev Pege & for details,




FPSC Exhibit Number -—
FPSC Docket 920260-TL
Reid Exhibit WSR-4

FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

REVISED 2/13/92

Appendix No. 1 .
li;lpany : gouthern Bell :;:. & Tel, Ca. Earnings Surveillance Report
Nonths Ended : Deceaber 31, 1 . Page €9 of 155
w (2) (3
Intrastate
CUSTOMER BILLING (288) Tall intratoll--
Colusns Inter- intra-
{2+¢3) territory territary

ACCESS CHARGES :

1. End User ChargeS.eeecccasscesnonrsccocanaccnnncocsessiseass $10 is ]
2. LCapacity Charges {a)eescssnsnenroarssscesrnssrsaancaavasane 18,184 17,39 788
3. MOU Charges To IIC°8 (Blecerecccassscccascosrearaacannisuen 238,906 27,833 11,853
4. Special fAccess Charges (Cleveeevsserarorrorsresssasarnancns 19,893 19,893 [ ]
5- nthlf (ﬂluo--ct------c------c-c--o--n--c------cn-clcnllucla 5,“3 l‘ 5,81'
4. Total Access ChargeS.ceieccarcrsccsiossstvrovsnasnssssnnnes $282,886 $264,306 $18,520
OTHER THARGES TO 1IC°S ¢

7. Doerator Services (D.f.)eeevevncerscacasarcccsitiscsssanass $4.83% 4,839 ]
B. Billing and Collectingecscencesrssanrnacionnsnncorcocaenass 11,4651 11,631 L]
9. Interexchange Leasesicccceacisnirccosnvossssransacancasne 8 ¢ ]
18, Total Dther Charges to X0 Serueeeseererrnrsnrsnnesnnceenes  S164490  $16,40 )
CUSTOMER CHARGES {e)
11. m.....l.-l.lllllllllIIIICIIlllIllII‘lIClIIllllll.ll.IO... ‘2&7'3‘. l 267’3"
12‘ 'ATS...l.l‘ll“.l.llllll'...l.l.l...l.llllll.llll.llllllll! 25,”5 . zs,na
13- Pri'at. mHI.‘..Il..C...III‘.CI.‘...O......I.‘I.ll‘ll.l‘ 65,"5 ' bB'.‘é
1‘- an.! E::hmq!l.ld.l.l.l.lltIlIllll.'liilll..I..I.ll.‘ll"l ' ' '
15. BisCellan@ouS..ecccacecasiacsnsncnasnnssnsnsaarsscanstoaoess L] ' e
1t. Total Customer ChargeS.cccccsvecsrancsasosassnersasnscsnars $361,414 1] $351,814

17, Total BillinG..ccesescsesnsrssrcasssssnarsassavaancannaraass $558,990 $208,835 $388, 134
ZESE=cSESEIE ISSSSSISIEERS CIRITISSEZIGS

18. Joint Transport Receipts (Payments).....ccivsvcevsarsccnces $182 $182 1]

i ZCEIITTT=NS SOSITARTEIZES TSS===n

19. Subsidy Fund Receipts (Paveents).....ccccvveivrcencccnsnans (2,872 (82,264} 1§11 1]
: EETENTETERSE ERRASTESREEE

2'- ouhf*riod aillings..llIlIlll!.l'..ll..l.'.llllllllll.ll ‘3,138 ""59 l‘l'nli
SEEEEIsaoeas E=sspr=coyrs

21. ]ntr'-L“Tn ?rivit. Lil‘l Pﬂﬂl Rmﬂ'lll-llsncill-llul-!C...lIlt.l..l...‘llllll.‘.‘l."' ('1',‘“1
22, CCESS EXDBNSE.uocenecsacacsssnoncnasssssanssrstuerarsasasrasassarsssarassnsosansnonvans {$5,38) ¢

Z3. Dther Settlesents.....covveencrecarcnnnrnenaennererserrces (512,928 (1,884) (11,844)

NOTE: The asounts on this schedule reflect, ascng other things, all paysents fros [XC‘s on a cosposite basis. However,
LEC's are expected to saintain individual side records by IXC in the saae level of detail found on this schedule.

{a) Busy Hour minutes of Capacity Charge,

{b} Includes Local Switching, Local Transport, Line Termimation and Carrier Cosson Line.

{c) For Intrastate Interterritory Station Tersinals.

{d} Includes testing, ordering, labar, etc,

{e} For Lines 11 through 15, inciude only charges billed to customer and retained by coepany, not charges billed on behalf of IXC's.
$ NABC Revenues were § 12,541 and KABC expenses were $ 18,824 for twelve moaths ending Decesber 31, 1990,



FLORIDA PUBLIC SERVICE COMNISSION
TELEPHORE EARNINGS SURVEILLANCE REPORY

Cospany s Southern Sell Tel. & Tel. Co.
fonth Ended ¢ ODeceader 31. 1990

REVISED 2/13/%2

FPSC Exhibit Mumber

FPSC Docket 920260-~TL

Reid Exhibit WsR-s

Appendix No. 1

Earnings Surveillance Report

. Page 70 of 155
(4

i1 {21 3 {51 {61 m
NET OPERATING TNCONE . Total Total Intrastate
FOR THE BOMTH ENDED i1l Loapany Intrastate Toll {ntraToll ~~semmeea
Decanber 31, 1998 Laluans Interstate Calusns Colusns Inter- Intra~
12+31 Tell s+l (5 ¢ 8 territory  territory Local
SOOKED REVENUE
1. Basic Local Service RevemMU®uieecececciasonass  $118,297 B $114.,289 L1 e ] $114,289
2. Natwork ACCRES REVENUR..eeuuiesvvacacrcnsnnens 87,404 83,702 23,12 3,702 2,00 m ]
3. Long Distance Revenut..cciiecicce seannsrarans 26,533 53 25,460 26,488 t 26,480 ]
4. Riscellaneous REVENUR.cceveercscnvarnrersasans Zﬂ,m 3,183 2='m 1,408 l'“l ur 24,389
3. Uncollectible ReventusS.ccccceascasccscescansen 2,993 (164 315 817 | 11} .42
b‘ u'! '“'“ gm’accvctcc-ccuca'c--caooccdcct l?!'.!ﬂ '61,11‘ '1".‘.’ '“'m ‘2:0“‘ ‘27,129 llb.ﬂb
OPERATING EIPENSES
7. 1987 hm“l fexcl n!ﬂrl----u--u-uu...... 1] | | 1] L ] 1] [ ]
8. Plant Sowcific Operation EXpenSE.cciescesscass 42,293 11,562 78 1,48 1,472 1T’ 3.3
9. Plant Mon=Soecific Ooerations EXbeccesccoceses 21.691 .1 15701 4,841 1,857 . .18
18, Deoreciation and Asortizatiof.sessescevciesses 5,114 16.947 £2.187 18,433 5,0 5,198 31732
11. Custoasr Gperations EXC®NSHesesvecncnsannccnns ILm 3.807 25,49 6154 .02 1. 19.51
12. Corporate Operations EXpENS®.cccecccccecnersns 25,383 7,22% 18,144 4,418 1,993 248 13,74
13, Other Incoae and EL0PNS0 sarevrvrrnraveansunae 487 193 w2 ¥, | 81 59 m
. Totad ﬂmcwc.g EXORNSE.cesceracnscencsonnness  FIER AT $47,448 $132,828 33,402 $13,05 $10, 289 $9%.426
15.1 nl‘"i“ti“-.-..-----l-llcl.ll.l!cc----tao. nn 26.401 73481 i8.511 8.331 JL 81 1 35.091
OPERATING TAlES
18, Federtl Jocose Ta%icaecrrsansaracsasencannsiae 1.981 2110 7,853 $3.468 1,084 Lbdd 3.5
l’l st'h ln‘“. I“I.'.ll.lIII.II..III.III.'II.‘. 2,”‘ m l'm m “’ m 1‘.
18, DEBEr TAXES..eiecsscverasicarasantoncnsessonna 1462 2,2 7,01 1978 m . 1 1,41
19, Total Operating Taz€Seccrerensrrcersrarcrnnans §24.198 $4,443 17,753 $6,379 A ] 3,335 $11,374
KET QPERATING INCOMNE
20. Per Book NOI for the MOAtN.eesseecscansssorsns 8,547 $11.921 $34,325 $11.192 $3.787 $3,403 125,334
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RECONCILIATION OF CAPITAL TO RATE BASE

(sed}

DESCRIPTIOK COMBINED INTRASTATE
1. LOI'IQ Ier. let Under cﬂﬂstmcuﬂn..--------nncaac-clouoocl-o (‘26,&911 (519,273!
2. Investaents in and Advances to Affiliated CospanieS.seeseese.  (51,232) {36,738)
3. lﬁ!:!nlﬂ!ws Ph‘ﬁitil Prnp!rty......q-...-------n-noun-clnoo (7[9“) (5,121]
‘. nth'r‘.--.‘.‘..'....-.......'........-...l..'...“........‘.. (37'5’2‘ t",lsﬁ‘

5. Rat! ﬂI!! ﬁdjﬂstlllltscuon.........uu.u-----------------o
n- Exc'ss Plﬂg‘in Ullits......................uuuu-u-u (lag'qu {139'361
B. Blil Sﬂuth sl"i:es ltl\'!stlltlt.-u......-.........uu.- ‘ly.l‘ 29'379
. mlﬁ00.|¢|--oll.olloaouu-.--.'ollllllnocl-lllgIl'lIllIl 8 t2|129,
no uﬂt °f P!ri“ !t“sill;cll...|ODIIOI'uuutlolcoollltil.l' ‘,&‘s 5,'79
Ec htil thl Bisl ﬁdiustlents..........-....-.---u-uuu 2?1533 19|313
6. Tuh!.........'..........ll'..........'.IIII...I‘...I....'... (96'235) iab'sn)
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RATE STABILIZATION ORDER

REPORT OF RATE CHANSES/EXOGENEDUS FACTORS/DEBT CHANGES/TETHNOLOGICAL CHANGES -
Intrastate Asounts
(888°s)

Annual 414
Revenue Reguiresent Effective Cusulative
lapact Partion for 1959 Eftect
f11 Price Changes,
Exogenseous Factors ) § J Hillion,
Debt Refinancings and Major
Technolegital Changes
i. RATE CHAMBES
A. Rate Increases $17.584 $17,26¢ $27.881
B. Rate Decreases (7,847) (3,734) (3.8711
et ' $18,539 $13,587 $24,810
11. EXDGEMEDUS FACTORS
A. Deor increase due to USOAR Docket {8.862) (8.852) (22.899)
B. Separations change (1,422) (2,421 (12,989}
Net ($15,288) ($15,280) ($35,884)
111. DEBT REFIRANCING
R. Ditference between forecast and actual ($1.316) ($1,318) {3.978)

IV. HMAJOR TECHHOLOBICAL CHANGES
ANE

Grand Net {$7,861) ($4,890) {$13.830)

EESREEESTSISITISTEESR b e o Pt~ ]




FLORIDA PUBLIC SERVICE COMSISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

Coapany

FPSC Exhibit Number
FPSC Docket 920260-TL

REVISER 2/13/%2 Reid Exhibit WSR-4

Southern Bell Tel. & Tel. Co.

12 Nonths Ended : Deceaber 3i. 1990

Appendix No. 1 N
Earnings surveillance Report

RATE STABILIIATIOK ORDER
REPORT OF RATE CHANGES/EIQRENEOUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANGES
ADDITIONAL DESCRIPTION OF ITENS

(208°'s)

Page 73 of 155

All Price Changes,

Exogeneous Factors > ¢ 3 Million,
Debt Refinaacings and Major
Technological Changes

L.A.

Rate increases (bv service)

1. Wonrecurring FX charges. Tariff offering €55T A-9, Eff. 7/11/88
2. Tol} Tarsinals. Tariff offering GSST A-13. Eff. 1/1/8%

3. Mobile Service. Taritf offering GSST A-3. Eff. 4/21/89

4. Custos Calling Services, Tariff offering GSST A-13, Eff. 9/1/89%
S. Bad check charge, Tariff otfering 6SST #-2, Eff. 5/21/98

I.B. Rate decreases (by service)
1, Megalink service reduction. Private Line B-7. Eff, 8/8/88
2. WATS usage charqe. Tariff offering GSST A-19, Eff. 10/20/89
3. Teleghone Answering Serv DID. Tariff off BSST A«b,A-8. Eff 3/19/99

“
3

lll“l
B,

I11.A.

Saver Service. Tarift offering A-18,A-118. Eff. 8/1/98
PIC Change Charge. Accass Tariff €-13. Eff. 374799

Deoreciation difterences due to the USOAR Docket.
Separations change for revenue sccounting procedures. The
FLL sandated this change be eftective on 4/1/89,

Dit{ereace between actual long ters debt cost rate and forecasted
rate for twelve sonth period ending 12/31/99, adjusted to exclude
the effective portion of the 1998 interest savings associated with
the 1989 refinancing of $208M of 11.751 debentures.

i
Effective
fanual Portion Cusulative
lapact for 1999 Eftect

$2,463 $2.463 $6.163
2,185 2.886 L.112
2.2%4 2,254 3757
18,432 in,pae 13,333

181 436 434

$17,386 $17,281 $27.68¢

(+99) {s84) 51

(134} (134} {156)

(182) {137 (137}
(4,28%) (2,387} (2,380
(2,438) (812} (812
EEFTTTITTTIT CITTETEIRT
{7.047) {3.75%) (3.871

TTEETXTBITET EERETILZI[FRS EFEITERIERIC
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RATE STABILIZATION ORDER
REPDRT OF NEW SERVICES
Intrastate Aaounts (B8Q°s)

Estimated Annual Revenue impict

Xew Services Effective Date Year 1 Year 2 Year 3
1, Key System cyst allowed to partic as ST5 providers 3/5/88 - 1] tn
2. TouchStar Service 8/8/68 13 6150 13,775
3. Link=Up Florida _ 9/12/88 ] ] |
4. Pay Per View (TicketTaker) 5713/8% ¢ 1] &7
3. Private Line Taritf (Negaiink Chinnel) 4729168 2% £,698 3,248
b, GeoServ 7711788 129 bt}

7. 2 Way Measured Tarift 1272188 8 189
B. AccuPulse Service 1/9/8% 3 59
9. Switched Access AccuPulse Service L9189 e 528

19. ESSX Multi-hccount Service 3128189 BA2 B2

11. Special Calling Features 8/15/89 224 1,489

12, Intralata Only B28 Service /1189 13 128

13. Dial Backup Service u2118% 9 9

14, 2488 bps Ceatral Cffice Data Set U218 3 6

15, Automatic Cali Distribution(ACD-MIS) 18/9/89 1,847 1,847

" 16, Suitched Data Service 19879789 3 B

17. Siaplified Message Desk Interface{SMDI} 1879789 109 189

18, Customer Network Managessnt 11713/89 19 58
19, Statioco Message Detail Recordiag - Presises 1271189 1,03 1,813

28, firex Cossunication Service (ACS) 12119189 3 3

21. Billing & Collecting of Subscriber Surcharge 1N 9%

22. Call Forwarding Busy Line 1715/98 4H

5. Lall Forwarding Don't Answer 1715098 188

24. loward Operator Services Access Service 2/15/9¢ 154

23. Lentral Office Local Area Network (CO LAN) 1131192 n

25. Digital Elect Tandes Switching Features{DETS) 13198 L)}

21. IntralATA 888 Service with DID N L
28, Enhanced CCS Features 8/6/94 - 18

29. Dutgoing Only Service 8731/ |

30, Exchange Line Data Service [(ELDS) 1173090 ¢ 181

31. Pulselink Protocols (SMA/SOLE & 1.32) 1219190 48

Total $5,314 $14,217  s17,821

. ]
3 This service was previously provided under a limited service arrangesent which was effective 11/14/87.

fis of 5/15/89, it was available as a permanent statewide offering. The annual revenue impact
has been revised to reflect this tariff change.

§ This service was previously provided under a iisited service arringesent which was effective
9128/88, 4s of 11738790, it was available as a permanent statewide offeriag.
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SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ANNUAL 1DC RATE - DECEMBER 31, 1992 DATA

: REVISED 2/13/92
Cost of Capitaliges)

Cost Weighted
Amgunt 1 of Total Rate Cost
i. Lung Tera Debt ’1,'15;.“ 28491 8.821 2.181
2. Short Tera Debt 177,781 L2291 8.28 2352
3. Equity 1,949,897 47.41 13.201 6.211
4. Custoser Deposits 19,628 .20 7.981 0.181
S. Cost Free Capital 787,788 19.411 . t.881
b. Job Dev. Inv. Credit 144,492 m (N 1)) .00
7. Total Capital $4,144,584 100.087 8.831
Annual Percentage Rate Currently Used by Seuthern Bell 8.391

Anncal Rate per Calculation 12/3:/99 8,831



SOUTHERN BELL - FLORIDA OPERATICNS
CALCULATION OF ADJUSTED CAPITAL STRUCTURE

Capital Structere

ll
2
1.
4.
5'
6.

7.

Long Ters Debt

Short Ters Debt
Equity

Custoaer Deposits
Cost Free Capital
Job Dev. Inv. Credit

Total

fAverage Rate Base per Books
Accounting Adjustsents
fAverage Adjusted Rate Base

{seee)

REVISED 2/13/92

Unadjusted Receaciling
Asount Adjustaent
$1,835,291 ($21,285)
181,413 (3,712}
1,998,429 (48,732)
59,857 (1,837)
804,245 (16,4371
147,928 (3,438)
$4,231,163 {$85,579)
4,091,287
3,3

1,144,584

Crhadnla B
FPSC Exhibit Number
FPSC Docket 920260-TL,
Reid BExhibit WSR-4
Appendix No. 1°
Earnings Surveillance
Page 76 of 155 ‘

fdjusted
Capital
Structure

1,015,885
177,704
1,949,897
49,420
787,788
164,492

$4,144,384

Report.
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REVISED 491 Appendix No, 1
Comnany Southern Bell Tel. & Tel. Ca. Earnings .
12 fonths Ended s Grceaber 31. 1989 Surveillance Report
Page 77 of 155 i #
(11 .III 13 (L]} [4)] &) th
Total Total Intrastate
RATE BASE(ERA) Cospany Intrastate Toll e intraloi | ————————
Calusns [nterstate Colusns Colusns Inter- Intra-
12 431 Tell 4+ {95 ¢&) territery territory Local
AVERABE RATE BASE
1. Beneral SUDDOMtiviescssacesnsvsnancossscsncesars  SLOSAASY $248,01% $783,548 $199.712 487,469 $112.058 $383,817
2, Central OtficR.veavescvrvsnncnsnsnnsercinsosanas Z,m.ﬂl 792,837 lgmti“ 532,683 2445 8.2 1.397.001
3. Information Orige/Terlececsrrrscsncssannsssnasaa 574,292 179,284 394,940 84477 9,854 .62 i1 Ay}
4. Cable and Mire Facilities.coveonnoaninncccanses 3,928,543 1,212,151 2,798,139 498,250 Al 323658 2.418,153
S. Asartizable ASSEtS.ccvvacracccansaravcananniioss .28 9.784 28,505 1.287 349 LN L 2,218
b. Plant in Servitlevecisscnensareansrannvarasases 48,310,088  $2,482,995  ¢5,847.093  $1,522.5622 $TIT.611 704,017 $4.324.476
7. Actusulated Droreciaticn and
ROt iZation.eereciiciviiacanicnsticianannvanaas 2. T32.927 831,231 1,888,489 486.184 7398035 46,278 1.395.533
B. Met Plant in SErvitRe.sessascsacrcvsnannonsneeas  $3.577,180  $1.511.788  $3.965.397  $1.835.43% $497.924 330,534 $2.908.%%
9. Procerty NHeld for Future USe..cosececccicinrsens ot 127 n " bl L)\ prid
15, TPUC (%0 10C).ecscasscacarsnnscnnsnsassaanscscss 44,828 17288 0422 1.9 S04 £.43 .
11, Accuisition Adjustaents.. [ ] 1 ] 1 1 [ ] [}
12, Norking Caoits]l AllOWARCE.... ueesansnsnsnsanens 1,082 [15.480) 16,482 4,193 e 1.86 12.286
13, Per Book Aversoe Rate BaSh.ee.cecicvncecnoneenss  $OMATAZ2  $1.A15.817  S4827.500  S1.0352.6M 306,456 $346.577  $2.975.049
14, 1 Distribution..vceceeeevensnserncnaraersanancen us 0.4630 1. 18.451 Lm 1.491 .72
ADJUSTHENTS TO AVERAGE RATE BASE
15. Adjustuents for Achieved Rate BaSR....cevvsvevrvssrrsnassnsesssscnanans asans $43,145
lbl Mi'lm ‘:Mw ht. u“...‘n.l.l‘..‘..'.l.l.'.I.4‘I.l-ll.ll"ll‘..l.lﬂll ".ml"'
SEESBEEEREER
ADIUSTED AMKUALITED/PRO FORNA YEAR END RATE BASE
17. Year End Rate Base per BookS.ccsccsortisisirnnnicnscntninsiresrncosnncennes 4020034
18. Adjustsents for Year End Rate Bas#..ci.cviciciacannens 112040
19. fidjusted Year End Rate BaSRicccvovosesnrsoavanannnasorsrsnarsasarsrannnsaree  $4.136.874
ERERREERERESR
RATES OF RETURN
28, Averzoe Per 300k seereccrnrarasernarnnesininnane 10132 18,902 9.8%1 12.81L iwm 13191 7.057
21, dveraae Adjustud ACRIEVEE ..uovsrrvracasuriscanersrasscsnessorsinisssnsseses 9.471
LEERERE
22, Adjusted YRAr ERf.cisasvencavarnccncrsancresonnnsariesssrrsssnscsssrnsnsssse .




FLORIDA PUBLIC SERVICE CORMISSION
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Conany s Southern Bell Tel. & Tel. Ca. Earnings Surveillance Repo
12 Months Ended : Docesber 31, 1989 Page 78 of 155 : :
n (2) (31 144 13 181 141
Accusulated
ADJUSTHENTS TO AVERAGE RATE BASE Depreciation Praoperty ST Plant Workina Per Bock
{eed) flant In and Held for Under ficenisition Canital Averaoe
Service fimortization Future Use Construction Adjustsent  Allowance Rate Base
1. Intrastate Rate Base per Books..... §5.847,89%  +1.881.5%% 304 $43.4622 $e $16,482  $4.827.885
INTRASTATE ACHIEVED ADJUSTMENTS
2. fxcess Pluo-in Units 114.365) ] 5@ ] # {1} ($14.3651
3. MECO Tax Credits 58.782 18.811 | ] ] 8 i
4. PellSouth Services 26,943 [} | | ] ] 26,943
3. ENFIA {14910 {1.443) ? {42) e (244 {2,894
b, Other Rate Base Adjustaents (3481 {1.936) {981 1.518
7. Total Accounting Adjustaents.
Intrastate Achieved.cesneossoanacsn $58.521 $15.192 ] (s148) {1} {$24) £43.485
8. Achieved Intrastate Rate Base...... $3.985,8014  $1.896.888 $304 $43,482 1] $16.458 44,972,978
9. Intrastate Year End Rate Base
per BOOKS.ocsevrcncsnnnancnnennnee  $3. 984087 2,020,084 $263 134,007 1 $24,541 54,0248 H
INTRASTATE ANNUALIZED/PRO FORMA ADJUSTMENTS
FPSC ADJUSTRENTS:
18, Excess Plug-in Units ($14,.383) 1 ] s8 1] ]} 1] {$14,3651
11. WECE Tax Credits $2.363 16.98! ] ] ] ] 33.484
12, SellSoath Services .51l 8 ] 8 2 ] .51
13. EXFIA 14,491} (1.643) ¢ {41) [ ] {26 {2,693}
ANNUALIZING ADJUSTMENTS:
1A,
15,
15,
11.
18.
PRO FORMA ADJUSTMENTS:
1%. Phase Down of SPF "2 1.09% 45,247
28, Other Separations Changes 7,964 7.988 A0
2.
22. Total Accounting Adiustsents.
Intrastate Aonualized...cociaananes $183,845 $52,.941 1] (¢41} L] ] {$24) $112.842
23, Intrastate Annuaiized/Pro Forsa
Year End Rate Base.....coevnevaes.  $H. 049,853 62,073,085 $263 $36,848 1] $24.517  ¥4.1348.874
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FPsC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4
i m. 1
Earnings Surveillance Report
Page 79 of 155

(§1] i1 13 L} &1} ty
Total ' Total Intrastate
NET OPERATING INCOME(1ER) Caspany Intrastate Toll {ntraloll
Caluans laterstate Coluans Coluans Inter- Intra-
2+ Tail LN} (3+6 territery territary Lacal
BO0KED REVEWUE
1. Basit Local Service Bevenu®..evecccvssnansonness  $1.261.222 85 ST 1) | 8 §1.247.187
2. Netwark ACCESS REYEUR.cesesisconarsnnensansaas 1,048,589 eS8 B1.472 174612 206,813 11.45¢ [}
3. Long Distance REVENUR.cceaesinsen savreesovanase 8.1 m 338,143 8,143 1 338,143 []
&, KLscellansous REVENUE..ccersasrnsnarsosanseariie 0.8 0139 233,927 18.963 14,343 4,598 T4
5. Bncollectible ReVENUES..ccvvuennsosvsnssrsansnse 32,327 L1 3,15 6318 189 6147 4853
6. Net Yooked ROVENUR.ccucersacacerarsrasasnnnnasss  $2,T20.069 $A34.311  $2.905.758 $408. 460 $260.209 $348.231 stATIME
OGPERATING EXPENSES
1. 5
8. Plant Soecific Operation Expense....cvecccvcess. $512.808 147,391 365.4171" 954893 4,952 sa. 11 73
9. Plant Non-Specitic Operatisng €xp.cecvececsssces 350,218 Tz A2t 105.7971%°  §1.748 28,465 W23 124,028
10, Depreciation and Aaortization..c.cecsveccnannees 670,417 198,30 472,114 124,343 39,376 44,9358 kPR ]
11, Custoser Overations EX0eASR..ccaceenssnsascrsnss N 8.9 %3392 ph 1Y .82 ".118 192,213
12, Corvorate Operations EXDENS8..escrcraviciacasess Nl 01,418 192,563 0.v 33,411 24,0860 .98 i%.n2
13, Other Incone and EXOROSR.c.cvisiarasannscusavnns {288) {38) (an {32 (251 127) (176}
14, Tota) Doerating EXpeest.ccecsrscrrsassocsnnncans  $2,053,599 $548,524  51.485.476 $412,25% $178,841 $3.44 $1AT2.82
15, 1 Blgtribution.. oiscescisesnensonnarcorasaasces n 27.482 nn namn [ B} 1H.m §2.2¢1
DPERRTING TATES 1283180 (013%2. P33
18, Federal 1nCo0® TaX.eevsnrcuncassncanresacssssaes 125,985 15,137 $00.840 34402 135,597 2883 o7
17. State Incose Tax.cceavsranas 32,09 11,876 . sl o 8, 5,73 L,m 11.4%
10, Other Tax#eucecnrinseacincniosncrannivassanerey 13,531 32,483 IBMTAY % L 15.18% .18
19. Tota] Operating TasSesarccsacancanssicsensvanen $294,613 489,487 204,924 wnm 128,801 . $135.147
HET CPERATING THOONE '
20, Por Book MDleeeseasnasmnncisstoisincansnnasacses 571,838 $176,098 $393.738 $124.428 $54,587 71,862 $269,338
21, KDY Eftect of AdjustasntsiAchioved]).vsecrermnerseesecsercruvsnansesssnnanse (7,268
zl “jm“ mm‘ mli"lO.l.ltl..'Incnll.lll.o..l.lul.!l.l...l-l..'.l‘l'l' ‘m.".
EEEEEETRET
23. X031 Effect of Mjustaeote(Anaual/Pro FOrea)eeseercccecearsssscosasorsasnsces (14,134}

24, haraalized/Pro Forma Mleucccciincioennrnrsnsrsinrossnsonsurenssnssnsaranrne

$372,384
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No. 1.

Cospany : Southern Bell Tel. & Tel. Ca.

12 Months Ended : Deceaber 31, 1989 m Survelllm Report

Page 80 of 155 _
{1} {2) (3 H (Sl Y]
ADJUSTMENTS TO NET DPERATING INCOME Basic Local Netwark Net
INTRASTATE REVENUE Service Access  Long Distance Nisc Uncollectible Booked
(20d) Revenue Revenues Revenue Revenue Revenues Revenue
1. Total Intrastate Revenue oer Books  $1.267.147 $268,378 $354.400 $234, 964 $31,151 42,883,758
INTRASTATE ACKIEVED ADJUSTMENTS
OUT OF PERIOD ADJUSTNMENTS:
2. Rev & Sett (Ind Lo} 782 (982) ($238)
3. Exgenses (|
4, ¥R & FR Taxes L]
5. Other Cut of Period Revenue (2,059) 1,18 {2,958} (38) (3,283}
4. Separations Adjustaent [
7. Dond Refinancing Expenses ]
B. Excess EAS Revanues oer FPSC {1,258 {1.259) ,
9. FASE7 (2.109) {2,180
18. Other Non-reg changes 8
11, Yellow Page Protits (7,335 {194} (7,431)
12, Gains on Sales of Proparty (47) (1) {45}
13. Incose Related to Teap Cash Inv i ] b H
14, Interest Reconciliation |
13, Interest Isputatico 1
16, EWFIA |
17, Lobbving Expense ]
18, Corporate Advertising Expense ?
19. Abandoned Projects ]
28, Casualty Expease ]
21. BellSouth Services 4,983 493
22. Telechone Franchise Reauiresent |
23. Gther Regulatorvy Adjustaents - -- - —— B
24, Total Accounting Adjustaents,
Intrastate Achieved.cresocennannase $1,422 $2,480 (42,232} (s18,483) (s141) ($8,494)

23. Total Achieved Intrastate Revenue.. $1.248,389 $252.838 $352,148 $224,479 s31.010 2,077,044

ETESESTEESSE STTERERCEIENY ESSTEESTERSES SEIIESTERETT
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Earnings Surveillance Report

Coapany ¢ Southern Bell Tei. & Tel. Ce.
12 Months Ended : Deceaber 31, 1989 Page 81 of 155 .
(1} (2 (31 (4} (31 (8]
ADJUSTMENTS TO NET OPERATING INCOME Basic Local Network Ket
INTRASTATE REVENUE Service fccess  Long Distance Misc Uncollectible Boaked
(eed} Revenue fevenues Revenue Revenue Revenues Revenue

25, Total Achieved Intrastate Revenue.. $1,268,589 $262.938 $332.158 224,419 $31..l1! $2.977.054
INTRASTATE ANNUALI1ZED/PRO FORMA ADJUSTHENTS
ANNUALIZING ADJUSTMENTS:
24, {1
2, ]
4. ]
. ]
3.
31. Rate S5tabilization Order

112 Mos 1990) 2.608 14,2081 {5,408} m (6.987)
32 ¢
FPSC ADJUSTRENTS (PRO FORMR):
3. ]
U, |
PRO FORMA ADJUSTNENTS:
33. Esplavee Level Adjustaent ]
35. Nonrecurring Jtess |
37, High Cost Universal

Service Fund ]
38. Phase Down of SPF !
39. Dther Separations Changes g
4B, Total Accounting Adjustments,

Intrastate Annualized..evearceinner $2,848 ($4.200} (45,008} 1] {$97) {$6.983)

41, Total Annuailized Intrastate Revenue $1.271.389 $258.638 - $345.366 $224.47% $38.913  $2.870.181

EIXENEEFESIZ IXERFEEEREE=Z CEARRELERERY LLLICIETIIIT EIRERESISEXE  ESXERRASEERR
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FLARIDA PUBLIC SERVICE LONMISSION
TELEPHONE ERRNINGS SURVEILLARCE REPORT

Coapany ¢ Sosthern Bell Tei. & Tel. Ca, Earnings Suweil;a:we Report

17 Months Ended : Deceaber 31, 1989 Page 82 of 155

m 2 D k1) v -r -
Plant Other
ADJUSTMENTS TO NET OPERATING INCOME Depreciation  Custoser Other Total
INTRASTATE GPERATING EIPENSE and Ooeritions Incoss and  Operating
{28d} fsortization  Exoense Exoenses Ezgense

1. Totad Intrastate Expease per Sooks 72114 $269.392 (V28 91,485,487
INTRASTATE ACRIEVED ADJUSTMENTS
QUT OF PERIOD ADJUSTMENTS:

2. Rey & Sett (Ind Co) 1]
3. Exoenses 3.5 {(760) {1,337
4, MR & FR Taxes [ ]
8. Dther Dut of Pericd Revenue (]

6. Separations Adjusteent e 10 (262)
7. Sond Refinancing Expenses 4.499 6,497

B. Excess EAS Revenusx per FPSC [}
9. FASE7 [ ]
18, Other Nomereq chamges {1,184
11. Yellou Pace Protits ]
12. Eains on Sales of Progerty ]
13, 1ncoae Related to Tese Cash lav |
14, faterest keconciliation ]
135, Iaterest lacutation ]
16, EWFIA (931) 19311
17. Lobbving Expense {81%)
18. Corporate Advertising Expense {311 {311
19. Abandoned Projects 1.6m 1,47
28, Cassalty Expense [
21. BellSouth Services [ ]
22, Teleshone Franchise Reouirsesnt {3 ]
23, Other Reguiatory Adjustasats {1.876! {1.078)
24, Total Accounting Adjustseats.

Intrastate Achieved..cocvcncancrsae $3.344 sy 3,399 1,917

23, Total Achieved Intrastate Excenss.. LTI A58 $268.601 $5.075 41,486,992 ,




FLORIDA PUBLIC SERVICE COMMESSION
TELEPHOKE EARMINES SURVEILLANCE REPORT

Casgany 1 Southern Bell Tel, & Vel, Co.
12 Moaths Ended : Deceaber 31, 1969

f1)

12)

n

FPSC Exhibit Number
FPSC Docket 920260~-TL
Reid Exhibit WSR-4

ix No. 1

Earnings surveillance Report

Page 83 g'f 155

————

L1 1] ) L)
Flant Other
ADJUSTMENTS TO NET OPERATING INCOME Soecific Non-Plant  Ceoreciation  Customer Carporate Gther Total
INTRASTATE QPERATING EXPERSE fAperations Specitic and Operations  Ooerations lIncoae and Operating
(e2g) Expense Goer, Exp, Asortitation  Expense Expenses Excenses  Expense
25. Total Achieved Intrastate Expenses 11 $354.028 $183.758 $475.458 $269.681 $187,98: 85171 61,485,957
INTRASTATE ANNUWL.IIED/PRO FORMA ADJUSTMENTS
ANUALIZING RDJUSTHENTS:
2b. ] ]
. [ |
28. ]
2. [ ]
p{ A
[ ]

31. Rate Stabilization Grder

{12 Mos 19901 ]
iz, [ ]
FPSC ADJUSTIENTS (FRD FORWAYs
1. ' [ |
. [ ]
PRO FURNA ADJUSTHENTS:
35. Eagloves Level Adjustasnt 7.53% {7,335)
6. Nenrecurrine Itess )
37, High Cost Universal

Service Fund b e
38, Phase Bowm of SPF 15.38% 15,383
39, Other Sesarations Chances 7,3%¢ 1.5%¢
40, Total Acrounting Adiustesnts.

lotrastate Anaualized " " 1] 11} ] | ] 415,838 $13.058
41, Total Maualized Intrastate Exoenss 11 ] $364.026 $185,750 $A75.4%4 $268.508 $187.985 $21,089 41,302,830 .




FPSC Exhibit Number

FLORIDA PUBLIC SERVICE COMMISSION
TELEPHOME EARRINGS SURVEILLANCE REPORT

Cospany H
12 Months Ended = Deceaber 31, 1989

Soythern Bell Tel. & Tel. (a,

FPSC Docket 920260-TL

Reid Exhibit WSR-4

Appendix No. 1

Earnings Surveillance Report
Page 84 of 155 :

(1) (2) i3 11}] (3]

ADJUSTNENTS TO NET OPERATING INCONE Total

INTRASTATE GPERATING TAXES federal State Ooerating

(ean; lncose Tar  Income Jax  Dther Taxss Taxes )]
1. Total Intrastate Taxes cer Books.. 488,848 $28.229 $103,847 $284,924 $395.758
INTRASTATE ACHIEVED ADJUSTMENTS
DUT OF PERIOD ADJUSTMENTS:
2. Rev & Sett (Ind Co) {731 (12} 3 (488) {8142}
3. Expenses 2% I m 234
4. MR L FR Taxes 4,779 {1.4B4} 3.295 (3,29%)
5. Dther Gut of Perind Revenue (1,837 {174} B 1) (1,252) (2,013}
b, Sevarations Adjustaent M 14 98 164
7, Bond Refinancing Expenses (2,880) (338) (2.446) (4,853)
8. Excess EAS Revenues per FPSC {397} {&B) (14 (4791 (N
9. FASE? {647} (114) (24) -] (1,295
18, Dther Non-regq changes 348 ] ] Ll 476
11, Yellow Page Profits (2,385 (4e8) {9 {2,842) (4,629)
12. Bains on Sales of Property {n {2} () {18) {28}
13. lncose Related to Teap Cash Inv 1] 38 8 m 435
14, Interest Reconciliation 2,854 495 3,389 (3,389)
15. Interest lsputation (1,848) (328} (2,188} 2,188
1b. ENFIR h 7 ) 3 n 3
17. Lohbying Expense 262 43 387 68
18. forporate Advertising Expense 18 2 12 19
19. Abandoned Projects (5431 (931 1637 {1,058
28. Casuilty Expense on {3) (23 3N
21. BellSouth Services ] 113
22, Telephone Franchise Requiresent 1 ] i ?
23. Other Regulatary Adjustaents 43 183 T8 1178
74. Total Accounting Adjustaments,
htl’lstltl Mhi“'dllﬂl.ltlt.ll.... .m “2115“ lml (51,351] (‘9;26’}

23, Total Achieved Intrastate Taxes.... $81,731 $18.873 S103,747 $203.573 $305,498




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

FPSC Exhibit Nunber
FPSC Docket 920260~TL
Reid Exhibit WSR-4
Appendix No. 1

Company : Southern Bell Tel. & Tei. Ca. Earnings Surveillance Report
12 Months Ended : Deceaber 3L, 1969 Page 85 of 155
) ($9] 12} N (4) {9
ADJUSTHENTS TD NET CPERATING INCOME Total
INTRASTATE DPERATING TAXES Federal State Qoerating
{ped; Income Tax Income Tax  Other Taxss Taxes NOI

25. Total Achieved Intrastate Taxes.. $81.731 $18.875 $103.747 $283.573 $384.498
INTRASTATE AMNUAL1ZED/PRO FORMA ADJUSTMENTS
ANNUALIZING AGJUSTMENTS:
25. 11} 1]
. ] ]
ri: e 8
29.
ht B
31. Rate Stabilization Order

{12 Hox 19991 {2,152) 1375) (ga) (2,661 (4,256}
. g e
FPST ADJUSTAENTS {PRD FORMA):
3. ] ]
. ] ¢
PRO FORMA ADJUSTMENTS:
35, Eaploves Level Adjusteent 2,383 425 2,768 4,387
34. Nonrecorring Itess [] ]
31, High Cost Universal

Service Fund (88) (i§) ] (34) (135)
38, Phase Down of SPF (4,943} (845) | {5.78%) (9,595)
39. Bther Secarations Chanaes {2,429 (416} ] (2.845) {&,714)
1R, Total hccounting Adjusteents,

Intrastate Annualized......eeae0 {$7,281) ($1.246) (488} (48,497) (§14.134)
41, Total Annualized Intrastate Vaxes.. 74,450 $156,029 §103.487 $194.956 $372.354




FLORIDA PUBLIC SERVICE COMMISSION

TELEPKONE EARNINGS SURVEILLAMCE REPORE
' REVISED 4/9) Paoe 3

Coapany t Southers Bell Tel. & Tel. Co.

12 Mosths Ended 1 Bxceaber 31, 199%

Y] Fi} e 11] (s} {6 17 [} " i 1)
AVERRGE CAPUTAL{INTRASTATE} fveraqe Speciflc Pro Rata Aiusted mevesenwmamas Cost Rete Weiahted Cost Rate-----r—-—
[{{1]] Per Joaks  Mjustaeats  AdJustaents Asgunt I of Total Floor $haring Ceiling Floor Sharing Celling

I. Lona Ters Beblevcaivnraccrrassneses 1,025,700 $14,531) 41,089,283 n.m 0.891 .20

2. Short Ters Peblosccssseronernrnnses 177,501 b7 1nuan 132,400 L} L8 1) L

3. Preferred Stockecaviernrcscisnraana ] ] [ ] L 6.2 Lm

1, Custoaer Peposite.cucrarsrnroranies iR [{11] 40,312 1an 1.531 [ R}

5. Connnn Eqityicecssassnnnrassscses 5,004,200 19,483 {27,191) 1,888,312 44,391 11.91 1.0 16.011 3. b9 1421
6. Investaeat Tar Credits.coivancores 19,21 2,m 187,573 1412 10,591 13.01 13.5%1 1N [ 1} an
7. Cost Free Capltalacassensionnsisins ™, M st 111,583} [ [ ] LI} L [

B, Total Capttalesccecsiirsnnaonsonnns  $4,870,108 458,423 1950.604) 84,078,970 180001 g4 L E7H [{ 333
INTEANAL FUNDS

¥. 1 Internal fusds to construction expenditures after dividends {Total Cospanyl..coiseurienes 81432

I8, Tises interest warned (NItinteresteIncoss Tax)/Interest (Total Companyl.....oicviiasnacense 0

11, Long Ters Debt /7 Capltal [ntrastatel....coviesisncnsenrareniisssninnsnisninnananisaniaies 3.5

12, Short Ters Debt / Capita) (letrastate)iesccssvennnnascnsocssninannrionraanse chesaerasninaes 4182

13, Average sdjusted achieved return on eqoily Habrastate)eccicniieinnieriiinniininiienn 1.4

12,401

14, Adjusted year end return os equity [Intraskate)......c.... bersaseErtsaNasu e sesivensanan

§ See Pni & for details.

SST 30 98 abea
eAamg sbutwreg

T

Jroday soterl
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FPSC Exhibit NMumber

FLORIGA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

Coagany 1 Soathers Bell Tel. & Tel. Co.
12 Konths Eaded ¢ Decesber 31, 1989

REVISED 4/91

FPSC Docket 920260-TL

Reid Exhibit wsRr-4

Appendix No. 1 .

Earnings Surveillance Report

mPage 87,of 155‘"

m {2) (41 [£)] s 18)
JUSTMERTS 70 AVERASE CAPITAL(U00) LONG TERM SHORT TERM  PREFERRED CUSTONER CONNON INVESTRENT  COST FREE TOTAL
DERT bear stock DEPASITS ERITY TAl CREBITS CAPITAL CAPITAL
1. Total Caoital Per BOOKS..evesvasorevsssananseanss  LA58,538 181,771 ] 49088 .71.4% 255,272 LA I
TESCRIPTION GF ADJUSTMENTS TO SPECIFIC SQURCES
2. Aecrund DivilendS.cssesvsonraansrsssanvosoasneiss nm s
3. WELD Tax Creditf.cicvsessnsosnesscncance 5,787 487487
4. bcerual for Florida Refund.caeavcrsenerncsssoreas 5,967 (811
5. ]
&. Sub-tatal of Soecific Adjustesnts to Sources..... ] +,%%7 1" 1] ] $27,.739¢ ] ] $43.787 100,513
7. Miusted Tota] Caoitalisccecessssensosnarnareanes  §1,438.538 $188,758 ] s 92,729,189 $256.273  S1.105.98% 48,061,733
DESTRIPTION OF PRO RATA ADJUSTMENTS
2. Various Dift Fros Rate Base § .coovveccnvniansans (19,9343 (2,5 1 w“wm .08 (3.0 113,414} ($79.1062)
9.
1.
.
12. Subtotal of Pro Rats Adjustaents to Sowrces..... 1$19.934) (2,579} " 14470) 1837, 3401 193.307) [$13.114) {979,102}
13. Sabtotal. Pro Rata Adjusted Total Cagitaliceseaas  $1.430.684 $184.139 1] $49,338  s2.49L.08% $252.770  MLBLATY  $3.TEA,433
4, Interstate Seoaration FackOr..eessssssseoceanenes 429,348 $53,341 " 2% 883,377 $69,19% $284,213  S1.437.883
19, Mjusted Jurisdictional Capltalicivsccsnvenonnces  S1.089,261 132448 ] 48,312 188,512 $167.575 580,060 34,008,910

£+ Ses Paoe § for details.




FLORTDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

Conpany
12 Nonths Ended

Seuthern Bell Tel. & Tel. £o.
Geceaber 31, 198%

.
.
-
H

FPSC Exhibit Number
- FPSC Docket 920260-T1,
Reid Exhibit WSR—4
Appendix No. -
_Earnings Survelllance Report

CUSTOMER BILLING (gad)

- Page 88 of 155.

{1 £2i 3
Intrastate
Toll intratall
Colusns Inter- Intra-

{2+3) territory territory

#CCESS CHARBES :

1‘
Z.
3.
4.
5-

&,

End User ChargeS..ceessensceanrecsunsonssvenassascccssnsasanees
Clﬂlcit!' Chl?g!! ‘I‘-llo--oo-n---yo-----coca---o.c---cuo-noo--
Hou Chil’g!i Tﬂ Ilt.' lb'---c-------cc--concnuuccc-dcocn---..
Special Access Charges {Clavessccnarasncncicassrarnsnsnsannans

ﬂtﬂ!f (‘l.olh---ua-o.-o---o-on------ccccccc-ca-cc---cccoonn-n.

Total fccess Chlrgll.u-.......uun.......-u-..u--..--....

OTHER THARGES 70 1IC°S @

1.
B.
9.

18.

Dperator Services (DeRidecessvcesrsasasescsrscasnsvassersense
Billing and cnlllﬂﬂnﬂu...................uu---..--........
Interexchange LeasBicecassssrssniseissasansasaannnacttsaanines

Tota) Dther Charges to IXC S.vicvasaceisrronrsercaassasccccans

CUSTOMER CHARGES (e) @

1.
12
13‘
1%,
15,
1.
17.
1B,
1%,

2.

HTs-c----ooo.-.aa-o--al-oo-lcl--loooclolnl-acccu!ﬁ!.l.--u.t.no

IATS!.-ln-ocoollll.lll-o----o-.ncl--u-cot.lc.cll-lnunlu--n.lll

Pri"t‘ Lial-rx--.oo.---o---cooon---ot..c----------nl.----o..-
Lﬂtll E'ch.nglnclccooo-‘on-l.-nllno-----l---u-unnlooltntn-..oo

HisCe]laneous. . ccaasnconseersnatsanaisrrtsiseracsocassrsesanns
Tatal Custoaer ChargeS.ececarcsttcassnssstsssnncrosssssavanaas
Total Billingu..ceescesanansrcussnssonncanssssnracncsnsnnncsns
Joint Transnort Receiots (Pavmentsl...ccccecesssnccccssnvenens
Subsidy Fun¢ Receipts {Pavaents).iciiiiiiiiiiriiarianiaiaiens,

Out-0f-Period BillingSeeerecccocresreersassccssenanconscnncans

b b ]
.75 28,8l 1,149
211,782 208,968 18,814
21,688 21,588 L
{756) 738 ]

$253,488 $243,317 $11,963

£3.885 4,189 (a0
11,328 11,328 !

2 ' !
$13.213 $15,517 {8380)
$251,42 RN )
36,097 ' 3,097
65,901 ' 65,08

' ' '

' . '
$352,140 3L

$422,883 1239634 $383.7%9

sih s18 0

TEZAFRNEWTISTY ESITXTITTTRTL ESITAEESEEET

{$8.049 {$2.4331 (§1.916}

LITEETETTERE CIITITTECRES SEXRCESISEET

($125) {$389) $163

intra-LATA Private Line Posgl ﬁl\’!ﬂu......-.......---.............-.---.................-- (‘ligm‘

Access E’m‘.-c---------------0----------o..-aa-----.---a-ln-.---onnucucc------o--u------ (’b."z‘ H

Other SettlementS..ccvcciacscasasatsrsccncescirssnsscnasnosase

($15.407) (1,691} (13.718)

NDTE: The ancunts on this schedule reflect., asony sther things, all payasats troa 1IC"s on a cosposite basis. However.
LEC's are expected to maintain individual side records by 1XC in the sase level of detail found on this schedule,

{a) Busy Hour minutes of Capacitv Charge.
{b) Includes Local Switching. Local Transport. Line Tersination and Carrier Common Line.
{c) For Intrastate Interterritory Station Tersinals.
14} Includes testing, ordering, labor, etc,

{e) For Lines 1! through 15. inciue enly charges billed to custoser and retained by companv, not charges billed on behalf of IICs.
3 MABC Revenues were $ 11.953 and NABC excenses were § 18,835 for twelve sonths ending Decesber 31, 1989,



FPSC Exhibit Mumber

FLORIDA PUSLIC SERVICE CONMISSION' FPSC Docket 920260-1TT,
TELEPHONE EARNINGS SURVEILLANCE REPORT Reid Exhibit wsp-4
mvise 91 Appendix No, 1
Coagany 1 Southern Bell Tel. & Tel. Ca, 3 .
Earnings Surveillance
Dec rt
Month Eoded ¢ Decesber 31, 1989 . Page 89 of 155 Repo
(1) i) (84 H 11} (8 o))
FET OPERATING INCONE Total Total Intrastate
FOR THE MWOMTH ENDED (sl Conoeay Intrastate Toll intraToll
Becesber 34, 1989 Coluans {nterstate Calusas Colesns Inter- Intra-
2+7) Toll a+n (546} territory territary Lozat
BOCKED REVENLE
1. Basic Local Service RevemiBusccisavcessnvanncaes $509.536 [ $108.59 " 1 ] t $188.929
2. Retwork ACCOSS RRVEAME.cassssnrassnssscasarsssne 9,250 a.m 247 24z 21,467 % 1
1. Long Bistance RevRMIE..ceesacracre seosvoreacanse piR 1y u 3,50 4,318 1 3,56 ]
4, Kiscellangous ReVEnUS.concevesvasstnrnsovannones 2‘,1“ Z,Iil 3,09 2'“9 2,39 b+ I b N
S, Uncollectitle ReveRut.ceaverarursseesvsnnanncan 3.‘“ e 3{2" 41 [} [*5] 2432

b. Nut Booked REVEMUR...conseeeresrorsnracavenneaes $256,064 0.l $185,463 138,966 123,888 35,143 $128,497

DPERATING EIPENSES
7. 1967 Expenses {exc] Deprlevccercciscsarncancnces 1 [ § 11 ] ] [1] § i
8. Plant Soecific Cperation EIoEms®ec.ccarcccccnccse 41,391 11,817 38,91 7,748 1,74 (¥ ) 21025
9. Plant Nom-Specific Operations ExBececccccccccecss 19,973 5,55 14,423 4,858 1,649 .9 9,565
1. Deoreciation and Asortization..... S, TE 16,627 1,882 10,415 L $,393 3,687
11. Custoaer Sperations Exoemsa... 32.98¢ 078 2810 P i1 3,261 4,049 18,7%
12, Corvorate Ooeraticns EXpEns®.isectencaccnscanans 19,83 3,762 14,014 4,117 2,157 1,%8 1.9%7
13. Other Incose and Expenst..cceresssinccransacnans {14 4 (181 {(2) in u (16}

14, Totat n”f‘mg 211 | SR Cl.?l,m Mi,ﬂ? lﬂ‘.ﬂl $34,445 'l,,m $18.414 '“."’

13. T MHstribotion.seecscccicocsssrcnsrrsansansosnssn 1. n.m nm 218 .71 uwm 52,551
UPERATING TAIES

1é. Federal 10C00R TaX.eeserecavenensrncenrivacenans 15,410 L, $18,%0 3,972 1,732 L 4,58

17. sut. l“m ,.l-I.l.l".'..‘.....!.l.ltululnlll l!m m 1’”1 m 1“ m m

la. nmr I.l“'.‘........I.................llllllll ll.m 3’:“ .'m 2lm 1!' 1.m i.m

19. Total Operating TaaeS.vucscceconnasasccncnncnnes 129,38 8,397 7. B2l $8,743 2,587 $5.437 $11,%88

NET UPERATING TNLONE

208, Per Book 0T for the Hontheeicceaersanonrnsoanas $53.856 $15,383 $48,491 818,717 $3,384 18,37 124,714




FLORIDA PUBLIC SERVICE COMNISSION FPSC Exhibit Mumber

FPSC Docket 920260-TL
HONE EARNINGS SURVEL aRT . i :
THEP LLAICE ReP Reid Exhibit WSR-4
Lompany : Southern Bell Tel. & Tel. Ca. APPeIm No. 1. .
12 Months Ended : Decesber 31, 1989 ‘ Earnings Surveillance Report

Page 90 of 155

RECONCILIATION OF CAPITAL TO RATE BASE

(82l

DESCRIPTION COMBINED INTRASTATE

1. Long Ters Plant Under Constructioneeecceceossrrncsrecnanceass {$27.283) {$19.249)

2. lavestaents in and Advances te Affiliated CompanieS.ceeevess.  (38,691) (35,3811

3. Miscellaneous Physical Propertyescecssancasacoescsanonccsnens (9,552} (6,784]

4, Other..cecvaccceavaasasassvaonsncnrscconssnconransastsstsance {10,998) (8,274}
5. Rate Base Adjustasnts

A. Excess Pl“g"iﬂ UnitSeseasascansrasnsanssnusscssncncnaces {anZGEI ‘l‘gusl

B. Ball South Services Investaent....conecescnncavsnoronens 39,394 256,943

I 2 ) . P 8 (2.894)

D. Qut of Period ItemScccecscsavactracanasorsarsaccrasasanns 1,3“ 1.51'

E. Total Rate Base AdjustamntS....cccvevcocsvocnsscnacasns, 19,424 11,194

5‘ Iut‘l--------.-........---.llun-------l.--ununc.tcocnll--nl.. (",1'21 (sagﬁl‘l



FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLAKCE REPORT

Coapany : Southern Bell Tei. & Tel. Co.
12 Months Ended :

Deceaber 31, 1989

RATE

REPORT OF RATE CHAMGES/EXCSENECUS FACTORS/DEBT CHANGES/TECHNOLOGICAL CHANEES

STADILIZATION ORDER

Intrastate Asounts
(900°s)

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4
Ippendix No. 1

Earnings Surveillance Report
Page 91 of 155

A1l Price Changes.
Exogeneous Factors » ¢ 3 Million,

Debt

Refinancings and Najor

Tecfinological Changes

i.

1.

1.

v

RATE CHANGES

f. Rate Increases
B, Rate Decreases

Met

EIDSENEOUS FACTORS

&, Depr increzse due to USOAR Docket
B. Separations change

Net

DEBT REFINANCING

A. Difference between forecast and actual

WAJDR TECHHOLOGICAL CHANGES
NONE

Brang Net

fnnual o

Revenue Reguiresent Effective Cunulative

Inpact Portion faor 198% Effect
$16.885 $9.387 $10.6202
{2 (1) {117}
$16,592 $9,29 $10.983
{9,844} (7. 8441 {14,833}
{7,4221 (5,547} (5,357)
{$16,464) ($14,811) {$19.688)
{$1.281) $1,281) {2,668)
(1,155} ($4,5%) ($11.757)
b ‘-=S-IS‘S== S=TIRTRETET




FLORIDA PUBLIC SERVICE COMMISSIOM FPSC Exhibit Number

TELEPHONE EARNINGS SURVEILLANCE REPORT FPSC Doc.kei.'. 920260-TL
Reid Exhibit WSR-4
Coepany : Southern Bell Tel. & Tel. Co. nppemdlx No. 1
12 Nonths Ended : Deceaber 31, 1989 ‘ Earnings Surveillance Report

Page 92 of 155

RATE STABILIIATION ORDER
REPORT DF RATE CHANGES/EYDBENEOUS FACTORS/DEBT CHANGES/TECHNOLOBICAL CHANBES
ADDITIONAL DESCRIPTION OF ITENS

{eed’s)

A11 Price Changes,
Exogeneaus Factors > § 3 Billion,
Debt Refinancings and ¥ajor

Technological Changes 1D
Effective
fnnual Partion Cusulative
Tapact tor 1969 Effect
I.h. Rate increases {bv servicel
1. Nonrecurring FX charges, Tariff offering GSST A-9, Eff. 7/11/88 $2.465 $2.463 $3,498
2. Toll Tersinals. Tariff oftering 6SST A-13. Eff. L/1/EY 2,885 2.886 2,886
3. Custoa Calling Services, Tariff offering 6557 A-13. Eff 9/1/89 18,080 333 3,38
$14,551 $7,884 9,417

1.8. Rate decreases (by service)

1. Neqalink service reduction. Private Line 8-7. Eff. 8/8/88 {$79) {$69) {495)
2. NATS usage charge, Tarift oftering GSST A-19, Eff. 10/20/8% {13 (22) (22}
SETESEEREERT ECIEZTILTSET ERERESEIETE

{23} 1) (un

TETERARETIE CSTEERREIIAT SEEEERISIT

1I.A. Deoreciation differences due to the USQAR Docket.
B, Sevarations change for revenue accounting procedures. The
FCC sandated this change be effective on 4/1/89.

111.A. Difference between actual long ters debt cost rate and forecasted
rate for twelve aoath period ending 12/31/89, adjusted to exclude
the 1989 interest savings associated with the 1989 refinancing of
$2800 of 11,757 debentures.



FLORIDA PUBLIC SERVICE COMMISSION FPSC Exhibit Murnber

TELEPHONE EARNINGS SURVEILLANCE REPORT FPSC Docket 920260-TL
Reid Exhibit WSR-4
Coapany : Southern Bell Tel. & Tel. Co. Eppendix No. 1
12 Months Ended ¢ Decesber 31, 1989 . Earnings Surveillance Report

Page 93 of 155
RATE STABILIZATION CRDER

REPORT OF REW SERVICES
Intrastite Ascunts (B38°s)

Estinated Annual Revenue Ispact

New Services Effective Date Year | Year 2
1. Kev Svstes custoser aliowed to 315780 8 .---“
varticipate as 515 providers.
2. TouchStar Service 8/0/68 3 i.914
3. Link-lig Florida 9712168 8 ¢
4, Pay Per View (TicketTaker) - Snsnen 176
5. Private Line Tariff (Megalink Channel} £/29/88 29 1.42%
b, GeoSery 1451/80 129 14
7. 2 Way Neasured Taritf 1212188 141 14
B. ArcuPulse Service 179189 e
9. Switched Access AccuPulse Service 179189 S8
10, ESSY fwlti-Account Service Jraares 842
11, Special Calling Features B/15/89 59
12, Intralata Only GB8 Service 971789 458
13. Dial Backuo Service U218 : 17
14. 2482 bos Central Office Data Set 9127189 13
15. Automatic Call Distribution(ACD-NIS) 1079789 1.847
16, Switched Data Service 1879189 33
17. Simplified Message Desk Interface({SNDI) iere789 189
18. [ustoser Network Managesent 11713789 181
19. Station Messige Detail Recarding - Premises 1211189 1,813
28. Area Cossunication Service (ACS) 12119189 115
Total _ $6,721 $3.623

1 This service was oreviously orovided under a iisited service arrangement which was effective (1/16/87. A&s of 3/15/89, it
was available as a permanent statewide offering. The annual revenue ispact has been revised to reflect this tariff chance.
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FPSC Exhibit NMumber
: FPSC Docket 920260-TL
SOUTHERN BELL - FLORIDA OPERATIONS Reid Exhibit WSR-4
CALCULATION OF ANNUAL 1DC RATE - DECEMBER 31, 1989 DATA Appendix No, 1
Earnings Surveillance Report
- Page 94 of 155

Cost of Capital{@eQ) REVISED 4/91
Cost Weighted
fmgunt 1 of Total Rate Lost

1., Long Ters Debt $1.0089,263 2.1 8.821 2.191
2. Short Ters Debt 132.848 3.281 9. 341 8.38
3. Equity 1.888,312 46.392 13.201 6.12
4., Custoser Deposits 48,312 [.191 7.53L 9.89
3. Cost free Capital 834.448 19,782 e.881 B.0g
&. Job Dev. Inv. Credit 187,375 4.611 11.870 2.54
7. Total Cagital $4.078.970 180,002 §.241
Cost of J0IC

Long Ters Debt $1,8909,253 34,831 8.822 1.

Equity 1,888,512 83.572 13.201 8.602

Tetal $2,897,775 11671
finnaal Percentage Rate Currently Used by Southern Bell 10.242

Annual Rate per Calculation 12/31/89 9.241



SOUTHERK BELL - FLORIDA OPERATIONS
CALCULATION OF RDJUSTED CAPITAL STRUCTURE

tapital Structure

2
3'
5.
5.
b.

« long Ters Debt

Short Tera Debt -
Equity

Custoser Desosits
Cost Free Capital
Job Dev. Inv. Credit

. Total

Average Rate Base per Books
fccounting Adjustaents
Average Adjusted Rate Base

FPSC Exhibit Number

FPSC Docket 920260-TL
Reid Exhibit wWSR-4

Appendix No. 1

Earnings Surveillance Report
Page 95 of 155 -

(s828)
REVISED 4/%1
Unadjusted feconciling fdjusted
Asount Adjustaent Caoita! Structure
$1.823.794 {$14,531) $1,009.263
134,558 {1.918) 132,648
1,915,783 {27,191) 1,688,512
49,008 {6961 48.312
815,245 (11,385) 884,668
198.276 (2,781) 187,575
$4,129,384 ($50,414) $4,078.910
$4,0827,905
43,149

4,478,970



FPSC Exhibit NMumber

FLORIDA PUBLIC SERVICE CONNISSION FPSC Docl.cet 920260-TL
TELEPHONE EARNINGS SURVETLLANCE REPORT Reid Exhibit WSR-4
REVISED 4/91 nppendjx No.
Coapany 1 Southern Bell Tel. & Tel. Ca. Eamngs
SurVeJ.llance Report
12 Mooths En Deceabe! 968
ded : Decesber 31, 1 Page 96 of 155 .
1) A {3 (3] [+1] (8 m
Total Total {ntrastate
RATE BASE(82@) Coapany Intrastate Toll Intralell
Coluans Interstate Coluans Coluans Inter- Iotra-
2+3 Tel} s+ {5+8) territory territory Lecal
AVERAGE RATE BASE

1. SEREral SUBIOEecrssevessereerseressssssereees  SLASLATY  STTZSTS  STTOEN  SZOLSM SES,A38  SLUTAETE  STT.iN
2. Contral BFfiChecececcereroneesrenraoncscransanes  2443,733 LN 1,708 497,818 196,78 MLEST  1,794.23

3. Infornation Orig./Terfececciscerecccsssansenrans 59,382 183,514 373,888 ss. 07 $1,112 35,293 267481
4, Cable and Hire Facilities..ccesencicancsnnsncaes 5, T4, 782 1,213.813 2,320,909 638,507 343,888 312,619 1,862,432
3. Meortizable ASEetS....cavvcencanccnnccsnnnconnas 3,192 9,657 7,535 7138 303 LI un.4ut

6. PLant 10 SEPYiCR.ceeiascasnassoiverannsrnaneness  STH20.252  $2,420.286  $5,AB4086 1,402,373 $682,247 $TTR.126  £3.95L.633
7. heeesulated Decreciation and ’

Mortitation.ceecrascensecareririnciranssrnnsnes LU, 734,793 1,585,614 768,398 N2 n,05% 1,100,201

8. Net Pant in SErVICE.iuiiacasessssssnsinsncennes  $5.300, 043  $1,606,251 43,698,392 1,834,820 491,958 $362,078 92,844,372

9. Property Held for Future UsRceccecaassassascsne hvid ne b3 ] A 32 161
l.l m lh lml.....l.......l.l..‘."ll'l!'ll'.ll! Tlim n’m ‘,Im 1:lm ‘l”‘ 7I1'3 u!xn
11, Acauisition Adjustemnts....ccoveancrnnacccnranes [ | ) 1 [ | 1 ) [ |
12, Morking Capita]l AlloMINCR..e.cinvesconasnnacnans M (17, 222) 19,514 5.028 2,718 2.310 14,468

13, Per Book Average Rate Bishuivceccoccscnnencoaeas 13,457,890 SL509,432 43,947,458  $1.072,000 308,990 371,513 $2,B79,153

1‘. 1 'i'v‘htm‘“...’..".'.‘Il.C.ICllI.lll'Il.- lm nlm u.l‘: l'l'&z .o“‘ l'.lu u-lu

ADJUSTINEWTS TO AVERAGE RATE BASE -

15, Adjostaents for Achieved Rate Baslecsccivecrsscnraconciercnannascacosarssnns 133,704

15. Adjusted Achieved Rate Baslecicoicsseaciasirosrncscoccascansnarnarnnsrenesse S, 05,362

ADJUSTED AMMUALITED/PRO FORMA YEAR EKD RATE BaSE

17. Year £0d Rate Base per BOOES.ueeccncncscascaniccaniaasscensacsvsnsrsnsvesine 3,934,851
18, Adjustaents for Year End Rate Basw....cccuuvecsciassciovseransnssanasansenss 183,247

19 Mijusted Year End Rate BaS8eeercorrsncrncensasonnaresnecacrarsocsancsveceas $4,058,100

RATES OF RETURM
29, dverage Por BOOK coveccccanainantinsivvivanaanse 1.992 11.321 .291 14191 uw.m 1A .M
21, hverage Adjusted Achieved ceeiicivirrirnnnsroonsnsnranessrasscsenersescanses ?.431 ¢
TEpkicEs
22, Adjusted Yeur Endecororerrcrrorsancranassssesnscsssassasansansanserantissnne 74011
EREEREEE

§ Includes the effect of the Rate Stabillzation Order.




FLORIDA PUBLIC SERVICE TOMMISSION
TELEPUDNE EARKINGS SURVEILLANCE REPORT

FPSC Exhibit Number

—————

FPSC Docket 920260-TL
Reid Exhibit WSR-4

REVISED 4/ Appendix No. 1
Coapany 1 Southern Bell Tel. & Tel, fo. gamjnqs Surveillance Report
12 Nonths Ended 1 Deceaber 31, {968
Page 97 of 155
{1} {2 3 L)) {3 (& in
. Actusylated
ADJUSTHENTS TO AVERAGE RATE BASE Dearwcistion  Property ST Mt Norking fer Book
(nen Plaat In and Held for Uader Acouisition Capital Average
Service seortization Future Use Construction Adjusteent  Allowance Rate Dase
1. Iatrastate Rate Base ger Books..... $5.404.086  $1,585,414 221 9,529 ] ] $19.516  $5.967,650
INTRASTATE ACHIEVED ADJUSTMENTS
2. Excess Plug-in Units ($9.40) ] 11} 1 ] ] ) 1] {49,498} ;
3. WECD Tax Credits 1,992 17,428 | § [ | i 2.5
4, §21} South Services L ] ] [ ] ] [ | 14.199 .
3. ENF1A 5,3 11, 726) [ ] {811 (] (38) (3,470
5. Oat of Perind/CAR a2 {2,133} 2413 .
7. Total Accounting Adjustemats,
Intrastate AChinved...coencrssacies He 4 $13,669 1] [ 131] " (8363 $35,704
8. Achieved Intrastate Rate Base...... $5.453.476  41.519.26% 221 49,408 1] $19.4080 s4aAE0
9. Intrastate Year £nd Rate Base
PEr BOOKS.uocesasnacancancennanses 35,583,740  $1.681,334 1328 $34.579 1] 17740 83,954,861
INTRASTATE AMNURLIZED/PRO FORMA ADJUSTRENTS
FPSC ADJUSTRENTS:
1. Excess Plug=in Units 149.490) 1 11 11} 1] 1] (89,490}
11, WECO Tax Credits U 17,3 ] § 1 [ | 13363
12, Dell South Services .16 1 [ | ] ] 14,160
13. EWF1A (5,3431 {1,728) ] 141) L] (34) (3.810
NBUALITING ADIUSTRENTS:
14, [ ]
13. [ ]
. [ ]
17. Rate Stabiliration Order (1.5 LI
18.
PRO FORKA ADJUSTMEKTS:
19, Phase Down of SPF M2 7.1 0. 207
28. Other Searations Changes 2,983 8,162 ant
. ]
22. Total Accounting Adiustesnts,
Intrastate Annualiz®deceeesracceree $I53.440 5.1 1] ($41} " (535  $1%.47
23, Intrastate Anavalized/Pro Ferma
Year End Rath Bas@r.coascnavncesss  §5,737.106  $1.T3L.434 4328 34,510 1] $17,712  sA.0%.198




FPSC Exhibit Number

FLORIBA PUBLIC SERVICE CONKISSION FPSC_ Dock_ et.: 920260~TL
TELEPHORE ERRKINGS SURVEILLANCE REPORT Reid Exhibit WSR-4
REVISED 4791 Appendix No. 1
12 Months Ended s Decesber 31, 1988 Page 98 of 155
(1} +{2) t3) %) (3) {b) {n
Total Total lntrastate
KET OPERATING INCUME(#80} Coapanv Intrastate Tell {atrafall
. Columns Interstate Coluans Coluans Inter- latra-
2+ Tell LENIE! {5 ¢ 4) territory territory Local
BOOKED REVONUE
1. Basic Local Service Revenu®ee..cevvesrsasarrece, 31,188,378 1% ¢1,188,383 i L1 8 41,168,383
2. Netwark ACCESS REYPMIE...corvesnnroneree 1,128,288 835,853 LA 92,435 278,%97 13,538 [}
3. Long Distance REVERUR...civiccens creeannnssnne 7,183 n 375,83 375,80 ] 3756830 ]
£, Miscellanmous ReVENUR. s csoruvitannsoscsasnnniss m, 538 12,178 734,803 13,544 11,413 £, 25,181
S, Uncollectible ROvRONES. covvssreacnsiiasonnssanse U464 um 20.784 483 " 1949 19,321

5. Wt Booked ReVERGE.....coviasiecavasnrinranranae  $2.945,763 M99 42,084,849 $678,44¢ $269.49% $368.148  $1.368,223

GPERATINS EIPENSES
7. 1967 Exoenses {(encl Deorle.cvacccasessnessseaves 2 s [ ) 1] 1) ;] W
B. Plant Specific Operation Expense..... 354,246 185,427 SSS.IIH'“; 145171 41,786 57.38% 83448
9. Plant Non-Specific Operations Exp.... 264,561 18,411 18140 1T 63,28 2,778 41.438 124,458
10, Bepreciation and Maortizatione.ceecessecsnsssens £71,387 193,328 478,042 128,324 35,99 $9,418 38,718
11. Custossr Operations EXORASR.....cceeecovsannsiae M 67,348 ZH.“G““"H' 85,024 8,549 §7.21% 178,472
12. Corporate Operations Expense.....ccvvcsisssnacs 253,003 73.903 mmaeY 52,998 2,38 3.5 124,921
13. Other Incoss and Exmil.........-.........u-.. [ § [ ] 1 [} [ § [ ] |

18, Tota] Dperating Expemse...ceccreovssvmsvsscsaces  S2MT6,900 $580,876 41,496,823 435418 7325 $257.083  SLGBALD

13, 3 DISHABEHO ee o meeeeeeesanoesssanerrreans m 7m nam - am Lt Q.30 386
rm— SRR EERETRE
CPERATING TALES - #o55% (013153 N4
16, Fodersl 19C08e Tilureevesenensaonssssosaeneser  SUTSTH 58,247 $87,123 §32.693 24,430 $28,263 1AW
17. tate 1otome TaXec.cecescosvasvananancasosssoras H,ﬂl 12,7“ npm o 13.758 ‘,'“ . 7|5ss
1B. OUBEP TaTRS.caeenecrasoresoreanersssaansoonsanees 126,706 3,30 PP TR X T X 14,085 71,97
19. Tota) DoNrating TaseSeceseesscorensnoosrensaress  $3B8.086  $184.352  $283.5M4 $59,847 $38,957 SO0 15967

NET UPERATING TNCOME

28, Por Book MOlioescsseccionsnccnnsasirannanacssns 135069 19,665 . $385.050 $152,189 71216 180973 §213.841

21, WOI Effect of Adjustaents{Achieved)...vsvierasinnasasnsscesisrsncssncannnses 11.482

22, Adjosted Achinved Ml..cccevencecrrsaracsernnasscrsencorsnsssosrnsansances 12

23. 0% Effact of Adjustaents(fnnual/Pro Forsd).iceicrerisnsrnnsstconnsersssnns (T1.5t01

. fooualized/Pro Farua N0lee,cciisicncetniisacnssanturscaissocnncancrsasncans 3202
t Soutbern Bel) is accruing moothlv far the $44 aillion in revenues due to the tax rate change to be disposed of at the Comsission’s discretion.
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FLORIDA PUBLIC SERVICE' CONNISSION FPSC Exhibit mMumber

TELEPHONE EARKINGS SURVEILLANCE REPORT FPSC Docket 920260-TL
pevise Reid Exhibit wsr-4
Cospany : Soythers Bell Tel. & Tel. Co. Appendix No. 1 |
12 Months Ended : Decesber 31, 1968 Earnings Surveillance Report
' Page 99 of 1SS
(m (2) 3 1] (51 (8}
ADJUSTMENTS TO NET OPERATING INCONE fasic Lacal Retwork Net
INTRASTATE REVEMUE Service Access  Long Distaace NMisc tUncollectible Booked
{nun Reveque Revenues Revenue Revenue Revenues Revenue

1. Total Intrastate Revenue per Books  $1,188,383 $292.43% $375,818 $234,605 $28,704  $2,055,459

INTRASTATE ACHIEVED ADJUSTMENTS

QUT OF PERIOD ADJUSTMENTS:

2. Rev & Sett {Ind Co) {8781 (2,285 (52,3431
3. Expenses )
4. Reversal of actoal vs. acerual ]

for 987 cversarnings in mn
5. MR & FR Taxes )
&. Revarsai of Accrual for additional

intrastate overearnings for 1987 5.986 5,986
7. Other Out of Periad Revenus 2,85% 1,29 (12%) L28
B. FASEY {567) (357
9. Other Non-req changes 13 pi (34 147 .
16, Yellow Page Profits {11,729) (132) {11,593}
11, Bains on Sales of Proparty - &4 7 . 839
12, Incose Related to Teap Cash Inv r; 8 A

13. laterest Reconciliation

14. Interest Isputation

15. ENF1A

16. Lobbying Expease

17. Corporate Advertising Expense

18. Abandonsd Projects -

19. Casualty Expense

20. Bell South Services 1.578 1,51
21, Other Regulatory Adjustsents

22, Total Accounting Adjustasnts, _
Intrastate Achieved..ciceccccannes, $18,798 $645 {$2,258) {$11,864) {6123 (42,554}

23. Total Achieved Intrastate Revenue,. $1,199.181 423,082 3,512 $122,941 $24,659  S2.084,115

mmmm::m'




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPERT

Southern Bell Tel. & Tel. Co.

FPSC Exhibit Number
FPSC Docket 920260-TT,
Reid Exhibit WSR-4
REVISED Appendix No. 1

Caspany : Earnings Surveillance Report
12 Nonths Ended 3 Deceaber 31. 1988 Page 100 of 155
(1) (2) (3 (4 (51 (61
ADJUSTMENTS TO NET OPERATING INCOME Basic Local Network Net
INTRASTATE REVENUE Service Access  Llong Distance Kisc Uncolilectible Booked
(84e) Revenye Revenues Revenue Revenue Revenues Revenue

Z3. Total Achieved Intrastate Revenue.. 1,199,181 $293.080 $I3.512 $272,941- $24,839  $2,854,119
INTRASTATE ANNUALIIED/PRO FORMA ADJUSTHENTS
ARNUALTZING ADJUSTMENTS:
24, 1989 Depreciation(12 Mos) 1]
25. |
26. 8
7. ]
28,
29. Rate Stabilizatien Grder ¢

(12 Mos 1989) (23.300) (49,309) (88,280} {1,843} {161.937),
3. |
FPSC ADJUSTMENTS (PRD FORMA):
3. L]
32, ¢
PRO FORMA ADJUSTMENTS:
33. Esployee Level Adjustaent ]
34. Nonrecurring Itess 1
33, High Cost Universal

Service Fund [}
34, Phase Down of SPF 1
37. Other Separations Changes J
38. Total Accounting Adjustments.

Intrastate Annualizedeserecceaceaas ($23,380) ($50.302) (488,208} i ($1.,843)  ($141,957)

39. Total Annualized Intrastate Revenue $1,175.881 $232,760 $29%,371 $222,941 $22,816 41,982,138




FPSC Exhibit Number

FLORIDA PUBLIC SERVICE COMATSSION
TELEPHONE ERRNINGS SURVEILLANCE REPORT

r'pgc Docket 920260-TL
Reid Exhibit WsRr-4

REVISED 4/91 2ppendix No. 1
Cosgany s Southern Bell Tel. & Tel, Co.
2 Nonths Ended 1 Decester 31, 1988 g5 Survelllance Report
Page 101 of is5
(1) (2} B 1) (1)
1987 Plant Gther
ADJUSTHENTS TO NET GPERATING INCOME Expenses Specitic Non=Plant  Depreciation  Customer Carparate Qther Total
IRTRASTATE OPERATING EIPENSE Excluding Oprations Specific and Ooerations  {perations  Incose and  Cperating
() : Depreciation  Expense Goer. Exp. Aeortization  Expense Expeases Expenses Expease
1. Total Intrastate Expense per Bocks 1] 4368,81% $187,490 479,042 264,496 177,778 W 4,496,875
INTRASTATE ACHIEVED ADJUSTMENTS
OUT OF PERIOD ADJUSTHENTS:
2. Rev & Sett (Ind Col 1]
3. Expeases {1,438) M4 {3.241) (822} 3 (4.984)
4. Reversal of actaal vs. sccruil |
tor 1967 oversarnings [
3. MR & FR Tazes ]
6. Reversal of Accrual for additiomal
intrastate overearnings for 1987 §
7. Other Sut of Period Revenue ]
B. FASE? ]
9. Dther Noa-reg changes 124 (138 (1N (1% {3821
10. Yeilow Page Profits ]
11. Eains on Sales of Property [ ]
12. incos Related to Teap Cash lav ]
13. Interest Recomtiliation 1
14, Interest Japutation t
15, BFIA (1,140 {1,143%
16, Lobbying Exgense 1383) 3%
{7, Corporate Advertising Eupense (154) 154
18. Abandened Proiects - 1.282 1.282-
1%, Casuzlty Expense > 13
20, Bell Sicath Servicas ¢
U, Bther lelltﬂﬂ' Adjustaents (1,781} (1781
22, Tota] Actounting Adjustssnts,
Intrastate Ackieved......coonivnvae (s1,438) 59 0 {$3,387) (4484} {81,484} (61,6381 147,572
73, Total #chieved Intrastate €xcense.. (81,438 $389.418 $167,590 - $474,955 3264012 $176,294 (61,838) 41,489,293




FLORIDA PUBLIC SERVICE COMNISSION
TELEPRIME EARNINGS SURVEILLAHCE REPORT

FPSC Exhibit Number
FPSC Docket 920260-TL

REVISED 4791 Reid E!.ﬂ‘ﬁbit WSR-4
Cospany s Southern Sell Tel. & Tel. Co. Appmd:.x No. 1 . ) .
12 Nonths Ended : Decesber 31, 1988 Earnings Surveillance Report
[
m (2) (3 T o T2€ 102 of 133 8
1987 Plant Other
ADJUSTIENTS 10 HET BPERATING INCONE Expenses Soecific Non-Plant  Depraciation  Custoer Carporate Other Total
INTRASTATE OPERATING EXPENMSE Excluding Operations Specific and Operaticas  Ocerations  Incose and Opsrating
(Hy Deorsciation  Exemnse Oper. Exp. Aeortization  Excense Expenses  Expenses  Expense
23. Total Achieved Intrastate Expenses (51,4521 138%,418 $187,6% $474,955 264,012 $176,2%4 ($1.638) $1.489,253
INTRASTATE ANNUALIZIED/PRO FORMA ADJUSTNENTS
AMMUALIZING ADJUSTMENTS:
24, 1987 Deoreciatina(12 Hos) (5,000 {$58.0000
A, )
2. ]
. ]
.
?

29. Rate Stabilization Grder

112 ¥os 19691 {1,530 {1.508)
3. ]
FPSC ADJUSTMENTS (PRU FORMA):
3l ?
n. ]
PRO FURMA ADJUSTHENTS:
33. Eaployes Leve)] Adjustaent {13,153}  {13.15%1
4. Woorecurriog Itess ]
33, High Cost Dniversal

Service Fund (167} {1671
36. Phase Bowa of SPF 13,385 15,385
31. Other Separaticns Changes - 13.38¢ 13,389
38, Total Accouating Adjustaents,

Intrastate Mnoxalized i ] ) L] {#51,580) ] "W $13.43  ($35,84)
39, Total donualized lotrastate Expeose ($1.458) £369,448 $167.89% $423.435 - 1264012 $176,294 $13.796  $1.453.207




FPSC Exhibit Number

FLORIBA PUBLIC SERVICE COMMISSION
TELEFHONE EARNINGS SURVEILLANCE.REPORT

Campany H
12 YMonths Ended 1 Decesher 31, 1968

Southern Bell Tel. & Tel. Ca.

FPSC Docket 920260-TL

Reid Exhibit WSR-4

Appendix No. :
Earnings Survezllance Report
Page 103 of 155 -

{1 ¥3 (3} L)) (51
ADJUSTHENTS TO NET OPERATING INCONE . Total
IKTRASTATE OPERATING TAXES Federal State Oparating
e Incone Tax Incoae Tax  Other Taxes Tazes i) d
1. Total Intrastate Taxes per Books.. $87,123 21,328 495,363 $203.814 1365032
INTRASTATE ACHIEVED ADIUSTMENTS
QUT OF PERIOD ADJUSTMEMTS:
2. Rev & Sett (Ind Col (4730} ($129) 1$28) 4111 {$1.45)
3. Expenses 1,19 194 (38) 1,873 3,069
4. Reversal of actual vs. accrual
for 1987 overearnings 128 yi ] 4 14 =3
S. MR & FR Tazes (7.568) 48 (7,312) 1.512
&, Reversa) of fccrual for additional
intrastate cverearnings for 1987 2.613 153 1,716 3218
7. Other Oct of Periad Revenue 1.8 175 I 1,238 1.988
8. FASET {188} (31} {7 {2181 {349}
9. Other Non-req changes 154 17 m 380
18. Yellow Page Profits {3,728) {637} (14 {4,310) {1.222)
11, Gains on Sales of Property i 33 7 U5 n
12, Incoas Related to Tesp Cash Inv 8 1 i 12 14
13. Ioterest Reconciliation 1,158 197 ] 1,347 (1,340
14, Interest Issutatioa (2,831) (381) | {2,482) 2.402
15. ENFIA 152 n 925 418
1b. Lobbying Expense 163 7 1598 b4
17, Corporate Advertising Expensa 49 9 L] 95
18. Abandoned Projects 8§12} {78} {482) 4}
19. Casualty Expense {18} (3 {21 {30
28. Bell South Services [ ] 1.378
21, Dther Regulatory Adjustaents 72 98 £78 1,11t
22. Total Accounting Adjustaents,
Intrastate Achieved...ccecscecsscas ($6,4541 ($154) {4358) (86,644} $11,482
3. Total Achieved Intrastate Taxes.... $83,459 $21,182 $93,329 $197,158 $377.712




FLORIDA PUBLIC SERVICE CONNISSTON
TELEPHONE EARNINGS SURVEILLANCE REPORT

Appendix No. 1

Coapany : Southern Beil Tel. & Tel. Co.
12 Nonths Ended : Decesber 31. 1988 Page 104 of 155
¥3] {2) {3 (L}
ADJUSTMENTS T0 NET OPERATING INCOME Total
INTRASTATE OPERATING TAXES Federal State Operating
{een) Incoae Tax Income Tax Other Taxes Taxes

23. Total Achieved Intrastate Taxes.. $89,459 $21,162 $95,32¢ $197.150
INTRASTATE ARNUALIIED/PRD FORNA ADJUSTNENTS
ANRUALIZING ADJUSTHMENTS:
24, 1989 Deoreciation(i2 Mos} $16.065 2.7 $18.815
25. ]
2. ]
7.
23.
29. Rate Stabilization Order

{12 Mos 1989) {58,771} {8,691} {1,930 (61,4811
., ]
FPSC ADJUSTMERTS (PRO FORMA):
Il. ]
32. ]
PRO FORKA ADJUSTHENTS:
33, Eaployee Level Adjustment 4,226 s 4.94%
3. Nonrecurring [teas L]
35. High Cost Universal

Service Fund " 9 ] &3
35, Phase Down of SPF {4,943} {848} ] {5.78%)
37. Dther Seocarations Changes (4.382) (73581 | {5,838)

I8, Total Accounting Adjusteents,
Intrastate Annualized...coneaeas

39. Total Annualized Intrastate Taxes..

{$39.4671} {$6,7911 (81,930 ($48.401) .

$40.988 $14,371 $93.390 $148,749

SESSEESIhoss  EITSEINSEITIS  ZESEETESIIEDS FXIRUITIEEES

FPSC Exhibit Number.
FPSC Docket 920260-TL
Reid Exhibit WSR-4

Earnings Surveillance Report

(31

NOI

377,712

|

$31.185

(99,835}
]

8.204
e

i
{9,396
(8.351)

CAsTaGaee)

$300.282




FLORIBA PURLIC SERVICE COMIISSION
TELEPHOHE EARXINGS SURVEILLANCE REPORT

REVISED 4/%1 Paqe 3
Coapany 1 Southers Bell Tel. & Tel, Co.
12 Wonths Emded 3 Decasber 31, LYBS
(H] 123 ({0 ] (L1} 1% [1] n 9 4]] BLE (114]
AVERABE CAPITAL{INTRASTATE) Avetage Seecitic Pra Rata Mjusted secmememveaae [ost Rate Neighted Cost Rate---ewevum-
[11]) fer Boots  Adjustaeats  Adjustamets fisount t of Total flaor Sharing Ceiliny Floor Sharing Celling
1. Long Tera Deblusucivisrcnnnnonanses  #1,029,345 {816,403)  §1,012,482 3. 1.941 2.241
2. Short Tera debt..cicrnrcinnnnersnas m,15t 25,198 11,600 102,23 2,351 s.101 [ 3 H
3. Prefereed S10tkeucreresionanassrans ] ’ | I X | Lm st
4, Custoaer Seposileesiniiicrncrosnce [}l e 11,552 1.1 1.5 L
S, Consom Eqtbtyeesscscascncnanssaneas 1, HH3,113 18,051 (L1150 1,83 7 150 1.an (19 | H san bt 1.3
b Javestoeat Tax Credits.... n1,13 13,3021 200,493 L n.m 11.88 13.491 1.5 1., 0,401
7. Cast Free Capital.iiascccrinenians m,a 32,554 13,287 206,291 .14t m it
B. Tata) Capitalicaiciinnesonnasnnanss  $3,992,00% $75,40% (963,072) 44,003,342 1n.m 8.382 9.581 wm
IKTERNAL FUNDS
9, 1 Internal funds to construction expenditures after dividends (Total Conpanylisssccasasnses 06751
18, Tines Interest earned (M1sInterexttlocone Tax)/lnterest {Total Coapanyl.csrvevenrsrsiansse 4.68
0. tong Tera Debt / Lapital Ilatrastaled...vevoecisovrsssssnnnas fereresssanerertbstsitarsarans Hn.a g E
12, Shart Ters Debt / Capital (dntrastatel..oiiciiiiiiniinniriniinarnsrssisintnsnracsrarsansss .40 5 p:
e
13. Average adjusted achieved return on pquily {Intrastate)..icivircainrancrcincncanniannninie 13.491 0 [T
2]
14, Mjusted vear end return o equity [Intrastatel.ccviiireinsrninsesrnrscissipnarascnnrnes L Fh
l—l
o
wn

& Bee Page & for details.

t Includes the effect of the Rate Stabiliration Order.
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FPSC Exhibit Number

FLORIDA PUBLIC SERVICE CONNISSION
TELEPHOME EARMINGS SURVEILLAMCE REPORT

FPSC Docket 920260-TL
Reid BExhibit WSR-4

REVISED 4/91 Appendix No. 1
Loapany E] thers Bell Tel. & Tel. Co. : :
12 fonths Ended 5 xum i, 198 ¢ Earnings Surveillance Report
Page 106 of 155
iy 12) ] wm (5] {61 n (8
ABJUSTIENTS TO AVERAGE CAPITAL(BEE) LOMS TERM  SHORT TERN  PREFERRED CUSTONER CONNON INVESTMENT  COST FReE ToTAL
531 %33 STk DEPOSITS EQUITY  TAI CREDITS  CAPTIAL CAPTTAL

1. Tota] Canital POr BO0KS.everreriearnennansssonssn  SLATE BN $113.43 " A3 2,679,457 SPS50  SLATT.EAE 45,780,520
DESCRIPTION OF AGJUSTMENTS TO SPECIFIC SOURCES

2. Mcroed bividends...... wvssattannans wenevansasnne $26.213 $26,215%
To MEDOD Tax Credithersenseccanecavsarnenssisisssnses 12,55 47,553
4, Actral for Florida REfUOGeeveuenrererinsnnensens 25,75 2579
s. ]
8. Sub-total of Soecific Adjustaents to Seurces..... u §25, ™1 fn " 26,215 " 17,553 199,958
7. Minsted Tota} Caoite)eceavucoronrrecssoernoanses  §1,498,099 139,728 " 48,734 2,705,662 101,39 SLA2S.093  $5.0M08%
TESCRIFTICN OF PRO RATA ADJUSTRENTS

D. Variods Bif1 From Rate Base € cevvieenvenvncaness  (S22,00E) (92,850 u ($712)  {SI.B40 (60,234 (8145651 ($85,4041
1.

1.

.

12, Seb-tatal of Pro Rata Adjusteents to Sources.....  ($22,800) (52,050 " $712) (138,00 (44,2360 (S14.368) (383,484
13. Subtota). Pro Ratas Adjusted Total Capitaleceeeees  SEATZEN $137.478 " 14 42,045,802 203,356 SL,108.425 45,704,082
14, Interstate Seoaration FACHOr.uusesesrsonnnracnses  $A3T,AL7 34,919 " 3] $931,943 W43 NRIE sLTL3
15, Mdjusted Jarisdictiona] Caditaleceessasseesanasss 1,012,482 102,239 " 7,552 §1,833,819 ST 4OBA,297 8403382

8 See Pame & for details.




FLORIDA PUBLIC SERVICE COMNISSION

- FPSC Exhibit Number
TELEPHONE EARKINGS SURVEILLANCE REPORT FPSC Docket 920260~TL
Caapaav : Southers Belt Tel. & Tel, o Reid Exhibit WSR-4
Year To Date  : Decesber 3{, 1988 Appendix No. 1

Earnings Surveillance Report

Page 107 of 155
intrastate

CUSTONER BILLING (860} ' Tall Intratall
Coluans Inter- Intra=-
2+3) territory § territory !
ACCESS CHARGES :
1' End user chlrg!’------.-ncc-.ocouacooo--...--...o----.oolloono ’la ‘la ‘.
2. Lapacity Chardes (@dessscaassnsanecsrcssisvscsssssnsscnsancnes 83,3462 78,838 4,584
3. NO0U Charges To IXC'6 (Blicecencecncocnsaasasssnncansnsnienvene 179,388 159,961 9,427
4. sﬂ'l:ill fccess Chll'ﬂli (cl.lll’lnll-lcqcoc-clll-lou-.llllllllll 2‘,‘12 2‘0;97 15
s- ntm t“lll!l!'l.'.l.l..l.!'I.I.I:I.I.lll..lll.l‘..l.n‘...l'.i (2,3‘2’ (2'“2, .

b. Total Access LhargeS.esesscesessocasesnssasassssvesnrsancasens $284,838 $Z1,892 $13.945
OTHER CHARBES TD IXC'S :

7. Operator Services (Dufelesieveacsrsssrrsrrsnasasasasssscscnsee $2,218 $2,32 ($188)
G. Billing and Collectinguvcscnvessstvessnsnnccescccsnanucassoas 10,892 19.492 i
9. lﬂt!nlﬂmﬂ_' L!"...ll0.l!......0...lll...."l.l.l...lll"ll. ' . ‘
18, Total Dther Charges to EXC Svevrsvssensasancansansovaseransens $12,318 12,018 (s189)
TUSTENER CHARGES (e} :

11. mscnoolnllldtototil!..............l.....l.'lIII...C.OO..llIlI ‘m,'qé ‘. ‘m.'qb
IL “Ts...I'.....'lllll.llIll..llll'....l.llIllllllll...'lllll... “,26’ . “’25?
13. Pri'.t. unﬁlO..llll.......ll.l.llll.l...'l....llll.!ll.“ll “!‘ui . “.m
1'. mll E“m!.lllllll..lll..lllIIIlII.."Q.....IIIIQI..IIIII'l ' . l
ls- m“.llm‘....l.'l.l.t..ll..ll'.llllll.ll'lll......l.l.lll . . '
1‘. Tﬂtﬂ Ctlltmr ch.m.‘--noclatolooolluuc-a---o‘oo.ou------oa--o ‘mglu " im,iﬂ&

11. Tnhl .illlnglIIllllll.l.l.'.ll‘l‘..l'.".-.:..l.‘.ll'llllllll ‘m,m ’m'xl. m,u‘
ESRUTRERTEET IREEETETREER EIIEEITEIENE
18. Joint Transoort Receipts (Payeents)........ssescienccascsnsees $26 $26 it
IEETITLRREIZ CoENSEEETEEE EXEETINEERES
19. Subsidy Fond Receipts [Pavesats)....ccivussisssrnnnanssarorcncs ($7,242) ($2,391) ($4.831)
20, But-pf-Pericd BIlliNgS.cieseccscnsasnasasasreoscnnsosnaconnsas 2,248 ($899) 3,182
ZEEEEERNALEE ETTFEEEEINEE EINIFNEERERS
21. Iotra-LATA Private Line Pool REVENUR....cciceccsossernonsansassrnssraransarssnnsncassennee  ($18,243)
ETEREESEEEETET
ktm Exm’!I.ll.lll..O.I..l.l..ll.ll..c..c'.....O.“.Q‘.l.l.l.IIIICQi.llllll..'!'.l..ll (‘s’bl’l ‘
FRTEEEERTEEE
T. Dther SettIeasnts..ceuerernseicrssarsvessscnsacscscsanarnnans {§14,314) ($2.882) {$12,312)
ZTABREZRTE=R  EELEITRITEIE  EENATIEIEITERE
NOTE: The asounts on this schedule reflect, asona other things, all paysents fros IIC's on a composite basis. However,
LEL'S are exoected to maintain individual side records bv 1IL in the same level of detail found on this schedule,
(a) Busy Hour sinutes of Capacity Charge.
b} lociudes Local Switching, Local Transport, Line Yeraination and Carrier Coswon Line.
{cl For Intrastate Interterritorv Station Tersinals.
(d) Inclodes testing, ordering. labor, etc, .
(e} for Lines 11 through i3, include caly charges billed to custoser and retained by cospany. aot charges billed on bebalf of IIC's.

1 MAEC Decesher revenues were $ 1,358 and MABC mxoenses were § (685). Also included is accrual for January revesue § 473
and expense § 1,961,



FLORIDA PUBLIC SERVICE COMMISSION
TELEPHDKE EARMINSS SURVEILLARCE REPORT

FPSC Exhibit Number
FPSC Docket 920260-TT,
Reid Exhibit WSR-4
Appendix No. 1

REVISED &/ . .
Cospany : Southern Bell Tel. & Tel. Co. Earnings Surveillance Report
Konth Ended @ Decesber 31, 1988 Page 108 of 155
1 (23 {31 L] \ar vy e
NET OPERATINE TRCORE Total Total Intrastate
FOR THE MONTH EKDED {1 11] Company Intrastate Tolt ~—-—=Intrzlo} ]~
Decesber 31, 1988 Columns Iaterstate Colians Columns Inter- Intra-
2¢3) Toll Me (5 + bl territory territory Local
BOOKED REVEWE
1. Basic Local Service Revenu®......ccovsssensnccns $93. 399 $1 $95.3% 1) 1" 5 $95,3%8
2. Network Access ReVEMUR...cecsnoensnnrernacsssnss 9%, 5639 15,768 20,899 20,899 19,35 1,343 [
3. Long Distance REvEMUB.coverarerre =vvanscacssies pi 9] ] bt 4T3 4T3 ] N [}
4, Hiscellaneous RevenUS.c.ccesccsncssansasasnancnns 23,913 34601 28,2718 1,452 1,483 369 18,826
5. Uncollectible RevenURS.ocevvrctanrraresriacacias 2,711 {1231 2,54 (11 m $58 2,183
be Nt Dookes Revenulececcsceccorssvrrnvesonneriase $243.948 $79.354 $164.414 $32.373 20,538 31,633 $112,841
OPERATING EXPENSES
7. 1987 Exoenses {e1c] Beordeccscorccsnvasasccasres 1] ] | 1l 1] 9 " 5l
B. Plant Soecific Doeration Exomnse...ssersassesess .88 13,284 nmw 10,484 3934 5,550 71,313
%. Plant Non-Specitic Dparations Exbececccssanerecs 18,154 5,11 12453 3,4% 1.419 1,477 8.9%7
19. Depreciation and AsortizatioN.cceseconnarannrice &b, 417 14,083 49,5348 14,689 5,511 8,778 34,845
11, Custoasr Dperations EX0RNSe...cccvvniniosacsanne 3,867 &,809 3,818 710 2,5% 4313 16,749
12. Corporate Gperations EXQONS®.ccsanetsnsnisissase .40 §,212 13,407 4,73 1799 2,957 18,433
13, Dther Incose a0d EXORNSL.ucerveercacsricsnsasise 1 [ ] 1 [ ] [ ] 1
1. 'lnt_ll Dperating EXpenst.ececesscscocessssrresnsns $183, 734 448,979 $134,871 40,554 $13,819 $26,788 $94,317
15. 2 Bistribution...ccccccercannncensssoacnnscsonse L 1 26,682 340 2.7 8.61% 13,461 3.5
SPERATING TATES i
16, Federal 1ncoue TaXuceccncaacrasvacasassceacnanes $7.113 %, $18% (81,292 (§776) {4514} 1,477
17, State 1000 TaXecccenrcsnnneosanarrssbssdisans 2.113 l'm 827 u 3 m 23
18, Dther Tases..cccvivscrroncarcosnnasarssansnannns 8,73 2.058 6718 1.551 5L (W 1] 5,187
1Y, Tota) Operating TaXeS..ccecsscococrsonrrsnennss $17.984 10,254 47,738 $463 (%222 ;4] $7.087
NET OPERATINE INCOME
23, Per Jook NOI for the Montheseessceisccasnasnonss 42,234 2842 $21.813 $11.1% 4,941 $5,213 $18.457




FLORIDA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPORT

Comgany : Southern Bell Tel. &k Tel, Co.
12 Months Ended : Deceaber 31. 1988

FPSC Exhibit Number

FPSC Docket 920260-TL

Reid Exhibit WSR—4

Appendix No.

Earnings Surve:.llance Report
Page 109 of 155

RECONCILIATION OF CAPITAL 10 RATE BASE

(oee)
DESCRIPTION COMBINED INTRASTATE

1. Long Ters Plant Under LonstructioNesessscecsccsasrccesncoraanes {838,840} {426,772}
2. Investaents in Affiliated ComDanieS s.reerreirrrsrcrrrsasssrenes 119,71 (13,8251
3. Advances to Affiliated CoMOANAES..covuvassaressausarcrnsenarsss {15.418) {18,822
4, Mistellaneous Physical Properiviceccsccanessssocrscarsessnassen {6.462) (4.452)
s. uth!r..ut...‘OOOIOIl-IIIl..tQ..lIlllc-1onntll.l...lllltillllll‘ ll“"&‘ (13.551)
b. Rate Base Adjustments

A. Excess Plug-in UnitS.cccveroncrasocnscrnsoscansnrroinsasan 113.626) (9.490)

B. Bell South Services lovesteentesicccscosasserarccccsnnanns 20,411 1419

c— szICQ‘I.I'IIC'.II.I..C‘I‘III.Il'l.“lli“lill"'l..t‘ll ’ (3'57‘]

B. Out of Period JtemS.scassascentcsascsssncsrocassonsanssss 3.054 2115

E. Total Rate Base AdjustmentS..cavicesvercenarsncscsnsassens 18,039 .15
II Tnt‘l.‘l.‘l..llllll.'....0...lllllIl.-.dlC“.l‘lno..lllll..“vl ‘Bs.‘l‘l t&”m’




FPSC Exhibit Number,

FLORIDA PUBLIC SERVICE COMMISSION FPSC Docket 920260-TL
TELEPHONE EARNINGS SURVEILLANCE REPORT Reid Exhibit WSR-4
Appendix No. 1
Lospanv + Southern Bell Tel. & Tel. Co. Earnings Surveillance Repc Y
12 Months Ended ¢ Decesher 31, 1988 il . rt

~ Page 110 of 155

RATE STABILIZATION ORDER

REPORT OF RATE CHANBES/EIOBENEQUS FACTORS/BEBT CHANGES/TECHNOLOGICAL CHANGES
Intrastate fagunts

{980°s)
fAnayal
Reveaue Requiresent Effective
Tnpact Portion for 1988
All Price Thanges.
Exogeneous Factors > ¢ 3 Nillion,
Debt Refinancings and Major
Technological Chanaes
1. RATE CHANGES
A. Rate increases 2,445 1.233
B. Rate decreases 162) 128)
Net 2,3 1,28
11. EIOGENEDUS FACTURS
Beor increase due to USOAR Docket {4,989} {4,989)
Net (4,989) (4,999
I11. DEBT REFINANCING -
Difference between forecast and actual (31,3791 (1.371%)
IV. MAJOR TECHNGLGSICAL CHAKGES
XONE
Erand Net - Revised {3.955) (5,161}




FLORIGA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLARCE REPORT

Cospany 1 Southern Bell Tel. & Tel. Co.
12 Months Ended : Decesber 31, 1988

RATE STABILIZATION CRDER

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit wsr-4

Appendix No. 1

Barnings Surveillance Report
Page 111 of 155

REPORT OF RATE CHANGES/EXCEENEOUS FACTORS/DERT CHANGES/TECHNOLOGICAL CHANGES

ADDITIONAL DESCRIPTION OF ITEMS
(iee’s}

A1) Price Changes,

Exageneous Factors > $ 3 Killion.
Debt Refinancings and Major
Technological Chaages

1.A. Rate increases (by service)
Nonrecurring F charges. Tariff offering §SST A-3. Eff. 7/11/88

1.B. Rate decreases {by service)
Megalink service reduction. Private Line B-7, Eff. 8/8/88

I11. Debt refinancing

Effective
Aanual Partion
Iapact For 1988
2,465 1.253
2,453 1.233
42 24
EZZITTXZSSCETTTET00 O SESSSSTITTERESES

Ditference between actual long term debt cost rate and forecasted rate

tor twelve sonth period ending 12/31/88.



FLORIA PUBLIC SERVICE COMMISSION
TELEPHONE EARNINGS SURVEILLANCE REPGRT

Coapany + Southern Bell Tel. & Tel. Co.
12 Months Ended : Deceaber 3f. 1960

REVISED 4/91

RATE STABILIZATION TRDER
REPORT OF MEW SERVICES
Intrastate Asguats

FPSC Exhibit Number

FPSC Docket 920260~T1,

Reid Exhibit WSR-4

Appendix No. 1

Earnings Surveillance Report
Page 112 of 155

(980°s)
fevenue
Effective Date Ispact
New Services
1. [fev Systes custoser allowed to
participate as STS providers 3/5/88 1]
2. TouchStar Service 8/8/88 2
3. Link-Up Florida 9712108 e
4. Pay Per View (Tickettaker) 11716787 [} ]
9. Private Line Tariff (MegaLink Channel) §/29/88 829
5. GeaServ s 0
7. 2 Wav Measured Tariff 12/2/88 LS
Total $1,071
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Schedule &
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— FPSC Exhibit Number
- SOUTHERN BELL - FLORIDA GPERATIONS FPSC Docket. 920260-TL
CALCULATION OF ANMUAL IDC RRYE ~ DECENBER 31. 1988 DATA Reid E:.rhibit WSR~4
nppex_zdlx No. 1
Earnings Surveillance Report
Cost of Caoital{@aml REVISED 4/7} Page 113 of 155
. Cost ¥eigneen
fapunt 1 of Total . Rate Cost
i, Llong Tera Debt $1,012,482 25,381 8.0 2.25%
2. Short Ters Dabt 182,759 2.55 a.107 B.21
3. Eauity 1,853,819 45,811 13.201 6.3
4, Custoser Depesits 41,592 1.19L 1431 8.87
% Cest Free Capital 888,297 20,54 2.4 8.00
6. Job Dey. Iny, Credit 288,693 S.011 11,482 8.59
7. Total Capital $4,003,362 160001 %.200
Cost of JBIC
loag Ters Debt $1.012,482 35.58L 8.931 1101
touity 1.853.879 AT 13.201 8.58%
:’ o ]
’ Tota) $2,845,361 11,481
ponual Percentage Rate Currently Used by Sosthern Bell 18.24%
fnaual Rate per Caleulation 12/31/88 _ g.201
-



SOUTHERN BELL -~ FLORIDA OFERATIONS
CALCULATION OF ADJUSTED CAPITAL STRUCTURE

Canital Structure

i.
r
3.
4.
3.
é.

7.

Long Ters febt
Short Ters Debt
Equity

Customer [epesits
Cost Free Capital
Job Dev. Inv. Credit

Jotal

Averaae Rate Base per Books
Accounting Adjustaents
fAverage Mdjusted Rate Base

(4899}
REVISED 4/91
Unadjusted Reconciling
Ascunt Adjustment
$1.829.34% ($16.463)
103,942 {1,683}
1,854,854 (38.173)
48,334 (782}
819,564 (13,2671
203,995 (3.382)
. $4.869.234 ($63.872)
$3,957.558
33,704
4,083,352

FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4
Appendix No. 1

Earnings Surveillance Report

Page 114 of 155

Adjusted
Canital Structure

$1.012.482
182.25%
1.833.87%
47,532
806.257
288,693

4,003,382



)

FLORIDA PURLIC CONNISSTON
TELEPHONE MONTHLY EA. . SURVESLLANCE REPOR]
(REVISION 8, /870

Revised 2714704

{1000}
LDCAL EICHAMGE CONPANY  Southern Bell PAGE 1 OF 3
OPERATIONS 12-RONTHS ENDED Becenber 31, 1987
mn 2l in ) % (i) m
Total
Total Iatra- Intrastate Intratot!
Cospany Interstate State Toll
DODKED REVENUE {A3) To!t) 47 [£173] Interlata Intralata Locat
1. Lotal Nefwort Services $1,130, 322 8 41,134,317 0 1] 10 1,110,317
2. Nelwork Access Services(f) 1,508,443 all,a94 266,35t 256,581 24,531 0 ¢
3. tong blstance Netwark Services 359,411 b} mm 339,393 B 337,393 ¢
4, Inter-Exchinge Lease 4,048 ¢ §, 04 0 ¢ ¢ 1,64
3. Riscellaneoys Revenues 234,048 38,373 216,308 12,793 1,193 0 03,715
&, Uncollectibies w,n 2,103 2,28 5,443 18 3,398 15,94
7. WET BOOKED REVENUE 2,021,233 878,207 1,944,026 3,20 man 33,99 1,330,732
BPERATING EXPENSE -
8. Nalntenance 343,197 $178,212 §345,523 $107, 245 47,010 51,595 $230,180
Y. Depreciation & Anortization 587,433 210,051 371,382 103,714 43,270 3,44 71,400
10, Tratiic Espesse 74, %03 9,0M 4,851 19,33 110 15,084 0,318
11, Cossercial Expense 04,528 45,043 160,283 LN 49 }an 118,31
17, General Oftice 221,847 53,804 158,003 31,916 23,080 28,836 105,127
13, Dther Bperations 189,078 b, 389 123,289 13,498 18,000 13,498 1,34
14, TOTAL OPERATING EXP. 1,833,188 SN, 1,059,115 380,002 159,022 120,180 8,1
15, 1 Blstribution 1001 1,30 50,671 n.11 . 12,612 42.
OPERATING TAIES %;dﬁu‘ffm 1346355 61,793
Ao 70247
16, Federal Incoae Tax $223,534 $59,%108 154, 640 $39,214 $32.483 2,m 95,312
17, State Incose Tax 4,180 14,148 25,034 11,111 [ Yo ) I 1,80 14,923
18, Other Taxes 164,314 2,11 123,060 NA 343 12,08 19,415 90,420
19, T0TRL OPERATING TATES 430,048 127,301 302,747 101,828 30,770 51,058 200,91%
[}
20. 1 Distributicn 1001 17,601 70,400 23.581 11.011 11.073 LT )39
NET OFERATING YNCONE
21, PER BDOK NOI $358, 397 $125,293 $382,104 101,400 140,704 452,760 1230,640
22. W01 EFFECT OF ADJS (ACHIEVED} {D) [LL)]
3. WBIUSTED ACKIEVER wol $382,059
24, WOt EFFECT OF ADJS (ANMUAL) (C) 134,004)
25, RDJUSTED ANWUAL WD} 3,10
26, ¥01 EFFECT OF AGJS {YEAR END) (34,9131
27. ADJUSTED YEAR END NO! 347,100

IR ARDUNTS ON THIS LINE SHOULD IMCLUDE ALL WAJOR ACCESS CHANGE ELEWENTS AND OTHER CHARGES,

[N FROM *SUBTOTAL ACRIEVED® PAGE 3B COLUMM 21
(C} FROM "SUBTOTAL AMNUAL® PAGE 3 COLUMN 21

} THIS REPORT [NCLUDES THE EFFECT OF AN ACCRUAL OF $ 9,000,000 FOR EARNINGS OVER 131 RETURM ON EQUITY,

pTod

§5T 3o SIT obeg

31089y soueTITeAIS sSuTuIeq

- T “oN xtpuaddy

p=asM JIT

TLI~092026 3I9M0Cg DSad
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LOCAL EXCHANGE COMPANY  Southern Bell

GPERATIONS 12-KONTHS ENDED Deceaber 31, 1987

RATE BASE AVERAGE

1. Land and Buildings
2. L.D.£,

3. Station Equipuent
4, Dytside Mlant

% Other Investaent

4. Plant In Service
T. Accusulated Depreciation

8. Net Plant {1 thrw 8)-7

9. Plant Under Const. tho 10C)
19, Futere Use Property

H. Acquisitioa Mjusteents

12, Working Capita) Allowance

13, Average Rate Bace (8 Whru 12)
1. Dlistribution

ADJUSTRENTS TO RATE BASE AVERAGE

13, ADIS FOR ACHIEVED RATE BASE (a)
14, ADJUSTED ACHIEVED RATE DASE

17. ADJS FOR ANNUAL RATE BASE (B}
18. ADJUSTED ANWUAL RATE DASE

YEAR ERD RATE BASE

‘|9, \MABJUSTED YERR END RATE BASE
20, ADIUSTNENTS

2. AJUSTED YEAR END RATE BASE (17+20)

RATES OF RETURM

P T e

22, PER BOOKS (L21, PABEI}/1D

23, ADJUSTED ACHIEVED {L23,PAGEL}LLE

PURLIC SERVICE COMMISSION

8%, ADJ ANNUAL RATE BASE{L23,PAGE1I/LIE
25. ADJ YEAR END RATE BASE(L2?.PAGELI/L2L

TELE wTHLY ERRNINGS SURVEILLANCE REPURT Revised 2/14/89
IREVISIDN B, 3/87)
(000}
PAGE 2 OF 3
{1} 2} (}]] i 13} (Y] (H]
Tota)
Total Intra- Intrastate Intratoli
Cospany Interstate State Toll
ayn Tell {un 15&8) Interlata Intralata Lotal
609,892 $148,140 141,50 1118, %08 "7.531" 371,411 $312,35
2,156,479 B4, 209 1,482,410 474,002 174,318 15, . 1,010,148
856, 131 12,978 364,106 12,385 34,000 38,389 231,
3,529,970 1,205,839 2,319,331 314,386 320,602 233,904 1,144,145
122,623 117,51 303,004 R 35,440 0,40 123,109
7,211,093 2,378,480 4,092,413 1,331,31 $33,004 704,510 3,354,099
1,816,730 438,904 LA H 22,081 153,910 188,111 033,083
3,454,365 1,138,489 3,114,549 1,043,433 479,094 334,339 1,09%, 134
80,076 26,307 3.9 14,640 5,81 N8 39,109
15 "9 367 (1] 40 ] 221
] [ 0 0 [] 0
n,sny 1,048 3,638 e m {18¢) 3m
3,341,404 $1,74Y,000 £3,772,354 #1,030,40% $485,733 343,61 12,740,933
001 .12 80,082 mm 8701 9.011 15,481
4,38
43,812,802
18310
41,793,051
43,805,474
30,%0%
3,036,463
10,081 .M .11 12,761 1L 16,541 v.141
10.021
1151
1.051

(A} FRON *SUPTOTAL ACHIEVED™ ON PASE & COLUKM 8
(B} FRON *SUBTOTAL ANNUAL® ON PASE 4 COLUMN B
IC) ALL [MTRASIATE DATA IS ON A SEVEM DAY USAGE RRSIS 10 BE COMSISTENT ¥itH IHDEPEHDENY CONPANY SETTUENEN(S CALCULATIONS
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LOCAL EXCHANSE CONPANY  Gouthers Bel)

OPERATIONS 12-MONTNS EMOED Secesber 31, 1987

)

FLOALDA
TELEPHONE HONTMLY

JMVACE LONNISSION
4NGS SURVEILLANCE REPORT

(REVISION B, 3/07)

NGT ADJUSTNENISE ~ INIRASTRIE

LONG DISTANCE

RETHORX INTERETCHANGE WISCELLANEOUS UNCOLLECTIGLE  NET BODKED

)

FPSC Exhibit Number
FPSC Docket 920260-7L
Reid Exhibit wsr~4
Appendix No. 1
Earnings surveillance Report
Page 117 of 155

GENERAL

DEPRECIATION TRAFF1C CONMERCTAL OFF1CE

LIKE  ADJUSTNENT DESCRIPTION SERVICES LEASE REVENIES  REVENUES REVENUES EIPENSE EIPENSE EXPENSE EIFENSE
n, 1 " (3 ] in ® {10} ) (2 {3
1 PER BOOKS ANOUNT 339,393 (T $214,508 022,39 81,940,02 317,382 145,851 1188, 265 $136,043
2 OUT OF PERIDD ITENS (TOTAL) 1,375 (s 3,00 1,487 1,497 1y 523
3 NORRECURRING ITENS (TOTAL) 0
4 YELLOW PAGE PROFITS 0 114,069) tnn (15,88
S GAINS 0% SALES OF PROPERTY 8 1,024
& INCONE REL TO TENP CASH 1NV b 84
7 INTEREST AECONCILIATICH 0
1 INTEREST INPUTATION 0
y ENFIA 0
10 LOBAYING ETPENSE ? f1e9)
1L CORPURATE ABVERTISING 0 {150}
12 ADAXODNES PROJECTS 0
13 CASUALTY EIPENSE ?
14 TELEPHONE FRANCHISE REQ 0
15 DELL SOUTH SERVICES 1,789
16 IND €O SEYI EFF OF 2-14 0
17 SUNTOTAL ACHIEVED 343,780 4,848 200,494 2w 1L,Na 378,864 88,148 188,078 150,397
19 ERPLUYEE LEVEL ASIUSTHENT 9
19 NOKRECURRING ITERS |T0TAL) 0
20 DEPRECIATION REPRESCRPITION 0 7,882
21 STIMLATION JTENS 2,583} 12,006
20 PHASE DONN OF SPF 0
23 HIGH COST UNIVERSAL
SERVICE FUKD ¢
2 ADDITIONAL CPE PMASE QUT 0
23 OTHER SEPARATIONS CHAMGES 0
2 Usea ' 0
10 MEVERSAL OF ACCRUML FOR TNTRA-
STATE QVEREARNINGS 19,000
20 SUDTOTAL ARNUAL 13,948 1,80 200,494 2,2 1,951,800 418,531 88,148 168,079 138,397

§ ADJUSTHENTS SHOILD BE SHOWM ON & PRETAX BASTS. TAX EFFECT OF ADJUSTNENTS SHOULG BE SHONN IN COLUMNS §7-20, PAGE 3B,

H ANGUNTS ON THIS LINE REPRESENT THE ‘ETCESS YELLOW PASE PROFIT' AS DEFINED IN 5. J44.037, F.5.

FOR \RBAN WAGE EARNERS AND CLERICAL MORKERS AS PUBLISHED BY THE DEPT OF LABOR, PLUS THE AVERAGE ACCESS LINE GRONTH RATE.

I8 DETERRINING THIS ANDUNT, USE AN AHHUAL AVERRGE CONGUXEK PRICE IKOEX {LPI),



FLORIDA PUBLIC BERVICE COn. N

)

TELEPHONE RONTHLY EARNINGS SURVEILLAMCE AEPDR?
IREVISION 8, 30T}

NOT ABJUSTRENTSE - [WTRASTALE

Revised 2/14/0%

1600}
LOCAL EXCNANGE COWPANY  Southers Beil PAGE 18 OF 3
OPERATEONS 11-MONTHS ENDED Decenher 31, 1907
DIKER T0TAL FEDERAL STATE TeraL NEY
DPERATING GPERATING tRconE INCORE OTHER QPERATING OPERATING
LINE  ADJUSTHENT GESCRIPTION EXPENSE EIPENSES TMIES TAIES TAXES TRIES INCOME
0. 1L ] 118} in (§1 )] (i {20} )
1 PER BOOKS ARDUNT +23,28% #,29,1N $154, 500 124,014 $122,047 302,101 362,104
2 bUY OF PERIDD ITEMS |TDIAL) (&111] 1,463 (2,930) (1,405} 98 (4,2571 3,201
Y NUKAECURRING [TEWS {TOTAL) 0 ¢ 0
4 YELLOW PAGE PROFITS 80 ' ? 13,789} L] 1209 {5,80) {9,002}
§ GAINS ON SALES OF PROPERTY v 1 b L} LH] n
& INCOME REL 1O TEMP CASH Inv 0 284 i1 it 3 428
7 INTEREST RECOMCILIATION ¢ 2 i 148 1168}
8 INTEREST IRPUTATION ] 12,439 1338} (2,015 3,813
? ENFIA (1,343) 11,33 507 n 0 I8l n2
10 LOMIYING ETPENSE (1L (1] ' L) 13 %
11 CORPORATE ADVERTISING {140} #0 ' ¢ M n
11 ABAKDONED PROJELTS 1,289 1,28y 18 m (338} (131
13 CASUMTY EIPENSE (10} 3 I ¢ ¥ 4
14 TELEPHONE FRANCHISE REQ {341 {34 3 2 0 1B 1"
13 BELL SOUTK SERVILES L] 0 1,783
16 INb £D SETT EFF OF 2-14 ¢ ] 0
17 SUNTOTAL ACHIEVED 122,850 1,263,431 144,200 3,31 122,37¢ 87,933 382,053
18 EWPLOYEE LEVEL ADJUSIMENY {18,031 118,051} 5,014 LM 0 1,807 10,244
1% WONRECUBRING L1TERS (TOTAL) U870 e, 20 1,461 1,087 8,549 11,218
20 NEMRECLATION REPRESCAPITION 22,482 (8,533} 11,2441 (7,801} 112,881)
21 STIPRATION ITEMS 17,000 L 11,003} {38) {8,490 (11,0831
2@ PHASE DONN OF SPF 1,00 21,45 (8,242) 11,202} 19,450} 112,400}
I3 WIBH COST WMIVERSAL
SERVICE FUXO 4,47 HA13 (1,681 1243 {1,401 {2,304}
2+ ADDIVIDNAL CPE PHASE QUT 4,b80 §,bb0 (2,314} {184) 12,889} {3,280}
25 OINER SEPARATIONS CHANGES 4,413 4,413 (1,487 {4y 11,910} [2,30%)
b USOA 38,800 18,407 114,314) 12,120 (18,4971 2,9
27 REVERSAL DF ALTRUAL FOR INIRA-
STATE OVEREARNINGS ¢ 7,095 468 8,203 10,117
18 SUBTOTAL ANNUAL 160,987 1,341,220 121,40 1y,411 122,334 03,437 347,188

+ ADJUSTHENTS SHOULY BE SHOMN ON A PRETAX BASIS. TAX EFFECT OF ADJUSTHMENTS SHOULD BE SHONN !N COLIMNS 17-20, PAGE 3B.
g4 ANOUNTS DN THIS LINE REPRESENT THE "EXCESS YELLON PAGE PROFIT" AS BEFINED IN 5. 384.031, F.S.
AROUNY, USE AVERAGE CONSUMER PRICE INDEX [CP1}, FOR URBAH WAGE EARMERS AKD CLERICAL WORKERS AS PUBLISHED BY
THE DEFT OF LABDR, PLUS. THE ACCESS LIHE GROMTH RATE,

IN DETERMINING THIS
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)

L AMIC SERVICE CONNISSION
TELEPHONE NONTHLY EARNINGS SURVECLLANCE REPCAT
RATE BASE ADJUSTRENTS - INTRASTATE
CREVISION 9, 3/87)
1000}

Revisad 2714709

LOCAL EXCHANGE CONPANY  Southera Bell PAGE 1 OF 3
OPERATIONS 12-NOMTHS EWDED Oeceaber J1, 1997
ST PLANT PROP HELD WORKING
PLANT DEPRECIATION UNDER FOR FUTURE ACOULSITION CAPITAL TOTAL
LINE ADJUSTHENT DESCRIPTION IN SERVICE RESERVE COMSTRUCT 108 USE ADJUSTRENT ALLOMNACE RATE BASE
ne. m i 1] 1) 13) 1} M 8}
1 PER DOOKS ANOUKTS 4,092,013 $1,177,748 153,149 $307 0 43,039 83,772,364
2 EICESS PLUG-IN INITS {7,4%) 9 9 0 [ -0 (2,450)
3 BECD Tal CREDITS 44,580 13,064 L] 0 0 0 33,070
1 BELL SOUTH SERVICES LY 0 9 ] ] 0 %.78?
§ ENFIA {3,1481 0 0 ¢ 0 ¢ [3,148)
& 0uY OF PERIOD 13,178 3L L] 2 0 58 §.921
5 SUBTOTAL ACHIEVED 4,952,440 1,197,407 3,837 308 ] 3,697 3,812,002
b OEPRECIATION REPRESCRIPYION 0 11,41 ¢ ¢ 0 0 111,331}
1 STIPOLATION L] 8,300 0 9 0 [ (8,500
§ SUDTOTAL ANNUAL 4,932,048 1,217,298 33,837 30 0 3,807 3,793,051

Py
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FLORIDA PUSLIC SERVICE COMMISSION
TELEPHONE MONTHLY EARNINGS SURVEJLLAMCE REPORT
[REVISION B, 34N

todo}
ConrANY  Southern Bell AJJUSTED ACHIEVED CAPITAL STRUCTURE

DPERATIONS (2-KONTHS EMDER Oecesber 31, 1987

Revised 2/14/8%

PASE 5A OF 3

TOST RATE & WEIGHTED COST RATE
m 2 i 41 {3} 18) in {81
COST OF CAPITAL AMDUNT 1 OF ToTal FLODR NIOPOINT  CEILINB FLDOR HIDPDINT  CEILING
1. SHORT TERN DEDT 73,330 1.9 .11 0131
2, 108G TERM DEST 1,001,901 26,541 .t 2,538
3. EomY 1,704,810 W 14,001 15.003 15.001 &.201 .10 ran
4. PREFERRED STOLX . 0 0.001 0.001 0.001
3. CUSTORER BEPOSIYS 3,159 ot PR LH " 0,061
4. LOST FREE CAPITAL 189,000 20.671 %.001 0.001
1. e 197,880 LA L1 S 12.08% 12,11 13,361 4412 0.1 0,491
8. TOTAL CAPTTAL (M) 3,812,802 100.001 A5 A )14 16,401

# EQITY COST RATE EDUALS LAST AUTHORIXED FLOOR, MIDPOINT AND CEILING

INTERNM. FUNDS
9. T INTERMAL FUNCS TO CONSYRUCTION

EYPENDITURES AFTER BIVISENDS (TOTAL COMPANY) I
10, TIRES INTERES] EARNED

{NT+INTERESTAINC, TAY) JINTEREST (T0TAL COMPAHY) L A1
11, LONS TERM DEDT/CAPITAL {INTRASTATE) 35401
12, SHORT TERM GENT/CAPITAL {INTRASTATE) .41
£3. JURES AVG PER DOOKS RETURM OR ECUITY {INTRASTATE} (3) 13,4210
14, JURLS AVG ADJ ACHIEVED RETURN ON EQUITY (INIRASTAIE} (i} 15091
13. JURIS AVS AD) MOMAL RETURN ON EDUITY |INTRASTATE) (D) 11,910

(A} CAPYIAL STRUCTURE SKOULD DE RECONCTILED 1O RATE BASE IN ACCORDAMCE WITH EWE {ORRISSTON
CRDER RENDERED [N THE COMPANY'S LAST RAJE CASE.

{#) JURISDICTIONAL EARNED RETLNNS ON EOUITY ARE CALCULATED BY USING THE OVERALL EARNED RATES OF RETURN
OR LUKES 22 THAU 24, COLDWN 3, PASE 2 OF 5 AND APPLYING THIS TO LINE &, COLIMM 7, PAGE 5 OF 3.
FRON TWERE CALCULATE THE WEIGHTED COST OF EQUITY [COLUMX 7) AND LOST OF EODITY {COLUNN 4) ACCORDINGLY
FOR JURIS AVE PER BOOKS, JURIS AVG ADJ ACHIEVED AND JURIS AVG ADJ ANNUAL.

i THIS REPORT INCLUDES THE EFFECT OF AN ACCRUAL OF ¢ [7,000,000 FOR EARKINGS OVER 13X RETURN DN EDDITY.
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) \

FLORIDN PURLC SER MSSION

TELEPHONE MOKTMLY EARNING.  EILLANCE REPORT Revised 2/1478
AKEVISION ¥, 3/07)
{0b0)
CONPANY  Southera Bell ADJUSTED ANRUAL CAPITAL STRUCTURE PAGE 38 OF 3
OMERATIONS 12-MONTHS EXDED Decenber 31, 1987
£OST RATE 4 WEIGHTED COST RATE
(" ) 3 ) 15 th} m (e}
COST OF CAPITAL ANDUNT 1 oF TOTAL FLOGK  WIOPOINT  CEILING FLOOR  MIDPOINT  CEILING
1. SHORT TERN DERT 12,4 L b1 0131
2. LOXS TERN DEBT 1,008,430 2.502 8.031 .35
3. EQUITY 1,700,017 wan 14000 15,001 16,801 % IR S R
1. PREFERRED STOCK 0 0,001 0,001 0,00t
3. CUSTONER BEPOSITS 30,99 0.821 7.441 0,081
4. COS1 FREE CAPIIAL 784,40 .40 0.001 0,001
1. st 196,83 5191 o 12 1334 0.831 081 0um
B TOWAL CAPITAL (A} 83,793,031 100,002 NI X S U]
) EUITY CUST RATE EOUALS LAST AUTHORIJED FLOOR, MIDPDINT AND CEILING
INTERNAL FUNDS
Y. 1 INTERNAL FUNDS TO CONSTRUCTION
EXPENDITIRES AFTER DIVIOENDS {TOTAL CONPAY) 8,781
10, TIMES INTEREST EARKES
{NT+INTEREST+INC, TAT)/INTEREST (TOTAL CONPANY) 5,83
11. LONG TERN DERT/CAPITAL (INTRASTATE) .43
12, SYORT TERK DEBR/CAPSTAL [INTRASTATE) 2401
13, JURIS AV PER BOOKS RETURN ON EQULTY (INIRRSTATE) {B) 1.4
1A, JURIS AVS ADJ ACHIEVED RETURX ON EQUITY (INTRASTATE} (M) 13,191
15, JURTS AVG ADD ANNIAL RETURN 0% EGUITY {IXTRASTATE) (D) 3.3

{A) CAPLTAL SYRUCTURE SHOWLD BE RECONCILED 70 RAVE SASE IN ACCORDANCE WITH THE COMMISSEON
CRIEA REMDERED IN TRE CORPANY'S LAST RATE CASE.

(8] JURISDICTIONAL EARNED RETURNS DN EQUITY ARE CALCULATED BY USING THE OVERALL EARMED RATES OF RETURN
ON LINES 22 THRU 24, COLUYN 3, PASE 2 OF 5 AND APPLYING THIS 10 LINE B, COLUMN 7, PAGE 3 OF 3.
FROM THERE CALCULATE THE WEIGHTES COSY OF EGUETY [COLUMN 7} AKD COST OF EQUTTY (COLUME ¢} RCCORDINGLY
FOR JURIS AVS PER BOOXS, JURIS AVG AGJ ACHIEVED AND JURIS AVG ADY ANKURL,
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SOUTHERN BELL - FLORTDA OPERATIONS

Cchedule A

Rule 23-4.0171 Requiresent

REVISED 2/14/89

CALTULATION OF ANNUAL 1DC RATE - DECEMBER 31, 1987 DATA

Lost of Capital{000)

i. Long Tera Debt

2. Short Tera Debt

3. Equity

4. LCustomer Deposits

3. Cost Free Capital

5. Job Dev. lnv, Lredit

7. Total Capital

Cost of JDIC

Long Tera Debt
Equity

Total

Annual Percentage Rate Currently Used by Southern Bell

Aagunt 1 of Total
$1,006,438 26,541
712,549 1.921
1,700,917 44,841
30,993 0.821
784,498 20,691
195,8% %19
$3,793,051 100.002
$1,005,438 37.181
1,700,917 82,82
$2,707,355

fnnsal Rate per Calculation 12/31/87

Cost
Rate

9.85%
4911
13.001
1.64%
0.00%
i2.112

8.851
153.00

10.261

9,931

FPSC Exhibit Number

FPSC Docket 920260-T1L
Reid Exhibit WSR-4
Appendix No. 1 ‘-
Earnmings Surveillance Repo
Page 122 of 155

Weighted
Cost

2,351
0.13
8,13
0.06
0.00
0.56

9.93L

3.291
9.42

12.711



SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ADJUSTED CAPITAL STRUCTURE

Capital Structure

]
wa

"-
3.
b

1.

tong Tera Debt
Short Tera Debt
Equity

Custoser Deposits
Cost Free Capital
Job Dev, lav, Lredit

Total

Average Rate Base per Books
Accounting Adjustsents
fiverage Adjusted Rate Base

Schedule B

FPSC Exhibit Number
FPSC Docket 920260-TL

Rule 25-4.0171 Requiresent Reid Exhibit WSR-4

REVISED 2/14789

($000)
Unadjusted  Reconciling Adjusted
fsgunt Adjustment Capital Structure
1,028,011 ($21,373) 41,006,438
74,498 {1,549} 72,949
1,737,034 {36,114) 1,700,917
31,458 {658} 30,993
801,338 {16,540} 134,658
201,036 (4,180} 196,854
3,673,585 {480,534) 43,793,051
$3,772,364
20,687

3,793,051

Appendix No. 1
Earnings Surveillance Report
Page 123 of 155
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FLORISA POBLIC S

2e1sSIon
YFLETRONE MONTILY EARNIN.. SRVFILLANCE REPORT fopendis A
LOCAL ETCMANGE CORPANT  Southers bell
DPERATIONS 12 MOATHS ENOIXE Becwsher 31, 1984 Page 1 of 3
{13]]
(y: 31 Total £: 11 Iatratall
In 3000's Total Inter- Intra- Intra- Inter- Intra-
Pescription Conpany Tol) State © Tl Territory Territory Local
11}] 12} (81} [LH [£1] ([T m
CUSTORER DILLING
ACESS CHARGES
" 1 Ead tser Dharges 103,788 103,784 ] 9 ] ] ’
2, Cupacity Oharges (a) 17245 2,05 »n,i K, 0,472 ’ '
3. MU Ovrges ta 1I0°s O ;man 120,310 134,310 150,000 158,418 (] 0
4. Special Access Charges [c) T ™35 n,m 3,52 3,42 ) ]
L ] 3,159 3,10 (] ] ¢ 0 ’
b, Tetal Access Dharges 21 - $1%,823 50,002 38,802 250,002 [] L4
1l they 51
OTHER CHARGES 10 IIC's
7. Operator Seevices 1LA) 16,407 1,1 1,44t 1,488 1,481 [] 0
A. Bitling ad Collecting 04" 30,910 9,700 1,700 9,709 ] [
%, [laterenchonge Lease 4% ] % ] ’ 0 (X33
10. Total Other Charges 13,402 15,13 19,868 11,370 i,3n ] 1%
A LR
CUSTONER CNARGES .
1. WIS 75,05 ur 225,407 25,401 0 775,007 ]
12, WS 5,m 38 8N 53,70 0 5,10, (]
15, Private Line i1,0m n 1,00 1,048 [} a1 [}
14, Lecal Exchange 1,115,034 m 1,115,035 ¢ ? L] 1,115,038
15. Niscellamemes nm [ ] mJs ] [ ¢ 113
l4. Tetal Custoser Dharges 1,442,248 us 1,401,953 WIS ] 347,198 1,204,750
1 thea 130 ‘
17, Total Dilling Ubs0std) 2,502,497 1,97 1,90,61 TiAT m,in 3,198 1,303,254

Notes The asowsts o this scheduln reflect actual Bidliny ta 11C°s on 2 composite basls. Wowever, LEC's are expected to naintain individual

side eatords by 11C in the sese leved of detail found on this schedule.

fal Dusy hour sinste of capacity charge.

1) Includes locs] suitching, acal transport, Dine tersination and carrier conson line,
ted For intrastate, interterritory station tersinalsy fur interstate, would include all special access line charges.

{61 teciwdes testing, ordering, Jahor, etc.

¢e] Custoser charqes Include sady charges for LEC-provided tolly does mot Include toll sonies lurned over te IIC's.
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o
FLoRIA MUMLIE SEmy KeiSSI0N
TELEFHORE nONTHLY EARNINE JLLANCE AEPORT
LOCAL EXCHANGE COMPAXY  Soxthers Dell
OPERATIENS 12-M0NTWS ENBING Decesder 31, 1984 Page 2013
wn
A% Total 1554} Intratel]
1n $000°s Total Inter~ latra= Intra= Inter- Intre-
Pescription Conpany Toll State Tali Territory ferritory Local
m 123 13 L}] 1) 11} tnh
ICOEED REVEWNS
1. fAccess Charges (1) $1,100,90 1830,000 sy a3 e "0 ]
2, Tatra Territery Toil 2 [ ] M m "2 L u " []
3. Interenchange Lease 4% (] 5% L 0 ] 5%
4. Bross Reverme 1h} 1,200,101 inyn 1, M L] [ ] {y{.mMm
S. incallectibles 1, M2 1,058 ,m 2, 0 2,481 11,750
& Mt Dosked Rhevewus 2,721,508 $240,003 $1,873, 450 [ & ] e A HL 322,301 1,291,040
i thea 5
OPERATING EIPEWSE
1. Raintesance 343,273 £105,082 137,413 LHMN -1 wmm 0,011 $243, 53¢
8, greciation § Aeortization a3 164,308 e 100,121 1,44 54,480 208,204
V. Trathic Expense mu: 8,1 n,n 19,552 IR 7] 15,7 1,07
10, Coseprcial Expenae 211,301 %,01 146,212 3,13 20,11 n,0n2 110,190
1. Gemeral AH44% 81,13 147,342 [{ 8] 2,33 %,5N w2t
17.  Other Dperating in,m W, 02 138,493 AL,473 10,003 namn nm
13, Total Dperiting Expemse 1,708,430 522,395 1,18, 233 nwnLm 145,443 21, n0 0,921
{7 thru 12)
11, 1 Bintrivntion ([ n.m .43 n.4n 1,451 12,991 ' #.7
OPERATING TATES
3. Feferal Incose Tixes $274,500 181,409 15,012 160,9%% $11,082 ra AT 2,03
16, State Incese Tz mis 1,m 23,002 .m M 1,M 17,155
i7. Bther Tan 161,287 11,517 119,750 nm 12,108 1,700 17,657
1§, Total Dperating Tazes %, 15,33 FL T 100,129 0,00 s3,MY 130,07
{15 thra 1IN
1%, 1 Hatrilution 1001 0.471 18111 #Han t.051 11.281 0.4
NEF OPERATING INCDNE
20. Por Bock RO1 (41310 335,132 180,311 o8 0w, 7,4 #®,3 81,14
2. mi EHect of Missteets 10 12,724 1,30 | X1 1, §,0n (4,093
. Mjusted X0 #553,03¢ $193,038 $360, 000 $102,0%3 151,072 30,91 $257,151

{al Asownts on this 1ine sheuld inciude atl sajor access charqe eiemests and other charges such s those defined on Yines 1 through B of page 1 of

S uf this repork that are part of the “access charge pool®,

(s} Maoets on Iis Line sdowld Enclade 311 "above the Lime-requlated” hooked revenves not incleded on lines | through 3 of ths page

GENERAL NOTE:
Tats concering directory operations includes only anpunts on Southers Dell’s boots.
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o
FLORTON PUBLIC SERY' nission
TELEPHONE MONTILY CARRIRL ZILLANCE REPCRY
LOCAM. EICRANGE COMPAXT  Sowthers dell
SPERATIONS FOR THE NONTN EWCED Drcesher, 1YH . Page 2aet 3
un
nn total 1546} Intratoll
In $000°3 Fotal Inter= Iatra~ Intra- Inter~ Intra-
Description Cospany Toll State Tall territory Territory Local
tm (4] 3] 1] {5} 1] m
BOOKED REVENIES
1. End Dser Dharqes $10,299 $10,25¢8 10 ] 0 " 0
2. Capatity Charges (2) (W] b ] §,103 $,103 4,103 [ ] [
3. WU Charges ta 11Ts 0,4 43,500 12,m 1M 12, (] ).
6, Special Aceess Durge 18,553 £, 1" 1,0 1,0 ] ]
S, Dther Access Dharges 3,757 6,000 [¥+11} 73 127511 [} .
$. Intra Territory Tell 2 ] nm 3281 ’ nm .
7. Intereschasge Lease 5% (] n [} ] 0 953
5. bein 1,024 (L] 7,024 1,433 [] 1,49} 5,51
. M ,m 1,251 1,5¢7 tn tn 352 1,14
10, Gther 34 2,458 m m ™m ’ ’
11, Geoss Revenne (D) 104,907 2210 103,12 ¢ ¢ 4 105,126
12. tecellectibles 1,443 12¢ 1,314 1 L] mn 1,135
13. Mt Dooked Revenas m,m ,m 167,38 535,31 20,081 nan 112,051
L1 thre LID
DPERATING EXPEWSE :
4. Maiatensece $51,507 817,448 3,m $10,022 thHi 13,750 a7
15. Oepreciation § Asortization 57,958 14,233 in,m 1w, b,5m 7,08 b
1. Teadtic Expunse 1,212 [ 1]] 538 1,837 L1 1,197 4,69
12. Consercial Expanse n,m 1,1 15,17 4,490 1,802 1,008 11,089
I8, General n,en $,43 14,406 5,703 2,000 2,451 1.0
19. Other Dperating 12452 03 s, 5,30 2,41 3.0m 10,240
20. Total Dgerating Expense o, 50,091 139,300 41,75 1,14 73,0 0,50
14 thrw 192
. 1 Vistribution 1001 n.m . n.nt 10.082 1n.in 19,031
OPERATING TAYES
22, Federal Incone Tazes #1155 §5,427 5,17 $11,51% $1,312 42,187 185,610
23. State Istoer Taz bR ”e 1,303 751 1y " m
n, §ther Tooes 15,1 3L 1M $2,702 L 3] 1,141 7,47
25. Total fperating Vares n.se (Al 17,433 18,202 3,413 1,551 2,43
(2} thes 21
%. T Hiteibtion 1601 15.M1 .01 e 20,492 nm st
MET OPERATING TRCOVE [
27, Per Book MOI (13-20-25) nwm 13.95¢ 19,254 1,020 12,9581 1,138 21,07
25, W01 Effect of Mjustenits ] L L [) 0 0 ]
9. Mjusted M1 (274200 33,23 $13, %40 $He, 556 41,8200 142,958) £1,138 $21,078

ta) Anounts en this Jine should Include al) wajor access charqe elesents and other charges such as those defined on lines 1 through O of page

S of this report that are part of the “access charge paol®.

13 Aapents o1 1M line should include al} “above the Tine-ragulated” booked revenses

not ncladed ox lines | thromgh 3 of this page
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LOCAL EZCHANGE COMPANY  Sowthera Bell
CPERNTIONS 12-NOWTHS EXDIME  decesier 31, 1180

In $000's
Desceigtion

e maean . ———

RATE BASE AVERRGE
1. Lond and Bulidings
2. L.O.E
3. Station Equipnest
1. Dutside Mant
5. Other Investeent
b Phant I ServigefLl thrg L)
7. Acroswlsted Deprechation
. Mt Mt RAAD
%. Plant Under Constraction
s 10C1
[0, Fatwre Bse Property
11, Acqulsition Minstaerts
12, Waterial asd Sepplins
13, Cash Borting Capital
15, Average hate Baseild thra LID
5. X Bistribetion

ADIVSTMENTS TO RATE BASE AVERAGE
1, Acrowsting M jusioents
17, Miusted Rute BaseltiAALID)

YEAR ENB MATE BASE
{0, &chieved Yeor Exd Rite Dise
1%, Accounting ddjustomts
0. Mjusied Tear End Rate Dase

PATES OF RETURX

2. Khivred beorage Rate Dase
L2 (g 2 of SILIN)

2. Mijusted Average Rate Rane
IL72 (py 2 of SIALITY

23, Mjuited Yewr Ené Mate Tase
L2 [pg 2 of SINZN)

)

l i)

FLORION PURLIC SEN.

mussion
TELEPHONE MONTHLY EARWINES aURVEILLANCE REPORT

Page 308 3
hn )
nan Total 71 Intratett
Total Iater- Intra Iatra- Inter- Intra=
Coapany Tall Stete Tol} Terrliory Territory Local
{4 I 13 [L1] 4] 1§ m
101,504 $163,0% 3T, 470 $034,0% $53,010 o, $303,51
(RN Y m,m 1,392,400 13,412 199,043 313,540 71,01
346,301 1,0 25,4 103,91% .0 4,455 191,55¢
3. 01,18 1,169,414 2,131, 4¢ 16,001 m, 1,782 1,427,248
e, 116,22 84,31 " nm 40,584 189,410
§,705,%1 14,10 4,571 1,315,301 438,702 160 3,100,823
1,477,490 517,754 ", me 131,078 142,552 $34,109
5,358,811 1,748,573 3,617,458 1,042,722 E N 535,005 2,550,714
(18144 7, m 1,510 12,243 LR} b on nn
"t 11 31 132 58 n 30b
] ] ] ) 0 [ (]
2,9 181t 20 [ K1) 1,602 3,538 5,00
0,0 1,320 2,547 8,15 2,95 LI 13,213
15,500,041 #1,706,814 13,720,021 ne 320,731 $568, 700 £2,630,5%
1001 312.451 41.55%1 1.1 a8 10.11 nm
3,477 120,905} 54,502 n, 5 11,864 0,400 19,132
13,502,510 11,743,400 $3, 718, 400% #1021, 781 $532,375 2595, 108 12,600,829 uE
[]
Lg &
Lmm ~
57,414 09%
3,030,313 LXK
'u‘-l
aE-
L 10,01 L R.114 Dbl [ 81} .23 LK 31 E
.m e 10,931 8 .31 w Lz .4 .36 .71 8
L _5’

# Al intra dats Is on a seven day usage Basis to be consistent with Indepenfent Company settlements calculations.

GENERAL WOTE:

Bata conzerning directory operations includes oaly anounts on Southera Bell's beoks.

¥ Since this Interstate toll rate of retarn includes only the eifect of Pro Forwa adjustaents aade for
Florida it is mot representative of the yoing rate of retorn on a mation wide basis,

0 The charge in A0R it doe to 320 ai). in additional deprectation espense booked in Decester, 1986
ger the stipulation agreed upon by Souttern Bell and the FPSC,

P
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FLORIDA HIRLIC SRy’

)

WisgIn
TELEPHONE PONTIRY EARMING ZILLARCE REPDRT
LOTAL EXEMANGE CORPANY  Bowthers 3ell
OPERATIONS 12-WONIES EXDINS  Decesber 31, 1906 Page fa of §
[{1]
an Total 151 - Intratoll
In $008's Total fater- Intra- intra- Inter- Intra-
Bescription Conpany Tall State Toll Territory Territory ° Local
[} (Fl} {31 14 {H1] (3] n

{. Yellos Fage profits ¢ {$17,208} it ($17, 2081 0 0 " 7,200
2. Dat of Period Mjustaeals e 0 15en 1.4 1,351 " []
3. Galns on fales of Properly 1,504 428 1, b ¢ 0 1,01
4. Int. Rul, to Teep, Cash fav, 1,384 21} . 175 L [ [ L7+ ]
$. Billlng Inguiry 11,135 {4,000 2,085 ” 131 1,518 1,02
§. Sep Change For Clesed End Wats 0 1,859 1,035 5,050 {5,481 m 1,%06
7. Intea-EN Expesse Retavery 4,55 0 1,55 ] [ 0 1,55
§. [aterest Reconciliation 4,213) L um 11,2260 st (635} 13,000
%, Interest lepstatin (K1) 0 §,08 3 1,114 1IN 5, M1
10. ENFIA [ ] z.nn 2,147 -0 0 0 M
1. (sdependmnt Cs. Sett. Effaxt 11,305} [} {1,3051 1,305 .0 11,3081 0
12, Labbying Expense a2 0} [$2.31] [+11) 4] 1204 e
13. Corperate Mvertising 293 oy tm 1 1] {34} s um
4, Mandoned Prajects 1,41 m 1,401 (3] n m 1,140
15. Eaplayee Level Adjustaent 15,20 {11,778 3,44 145 s 6y 2,00
16. Caswalty Expenze m . 1" 142 L} i n ”
17. Wiscellaneous Dut-ai-Perlod 11,0} 2,328 11,5021 13, 300) 11,925} i3m s, 2011
18, Telephone Franchise Rey. tios) 136} {70 [§44) 1101 12} {14]
19, Puse bowm of SFF ) [ ] 14,375) 14,31 ¢ ’ [ ] 1,378
20. Migh Cost Dniversal Sve. Fend 0 5,285 5,223) [] ) 0 15,225
21, fesoval of [PE Conp from Ind's 15,773 ] 13,973 15,975 (11 59 L]
22, Mdditional CPE Phase Dot 0 (%,188) 114 3.4 2,183 1,M S
235, Late Payaest Charge LM ] (B2 ] [ ] (W i)
A, Total Minsteests 12,0111 12¢,030 m0n 14,3935 5,300 9,004 12,433
75, W) Ebfect 17,107 12,124 4,38 A% 4 1,00 14,000

The sbove aseunts shall S those adjusteents mecessary to reflect Cosslssion policy enseerated in the Cospany’s sost recent rate

case o accordance with 5. 366.071, F.5., Isterin rates) procedures.

thagwats thows on this Tine cepresent the *excess yellow page profit® as defined in §. 364,037, F.5, In detersining this sncunt, use an annual
average Consuser Price IndeniCP1), Sor orban wage earners and clerical workers as published by the Departeent of Labor. Also, wse

average sceesy Line grawth rate for this calcalation.
ALY intra tell data is on & seven doy wsaqe basis to be tonsistent wilh Independent Cospany setilesents calcatations.

GENERAL ROTEx

Data tonceraing directory cperalions includes only anounts ow Somibern Beld's books.

Pre foress are not necessery for contridutions and aesbership fees and dovs because these amounts

hive heen rcluded from operating expeases on 3 per books basis.
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l" 7 N
FLOREDA MIBLIC 8¢ OHA1SSION
tElEP!IIIIE AONTHLY EARNINb. LURVEILLANCE MEPORT
LOCAL ERCHARGE COPANY  Southera Bell
DPERATIONS I2-NONTHS ENDING Secesher 31, 1Bk Page 4 of 3
nn
n3 Total 15461 Intratell *
In $000°s Total Inter- fatra- Iatra- Inter~ Intra~
Sescrigtin Coapany Toll State Tail Terzitory territory Local
tn FE m {1} (H] 1) n
I Excess Mlug-la Dafts 181,162 #4, 95 $12,251 14,50 5,150 12,740 87,730
2. Billing Iogmiry 0 11,3540 1,754 [ 12000 m L]
3. Dut of Period Macwsts 5,151 ", 733 1,032 10,487 1,40 inm 1y,
4, Miition) CPE Phase Det 0 m, 1 ro AL 11,300 4,0 Luns 17,554
5. WECO Tex Credits 0, 11,11 »m 11,8% 3,563 §,333 7,41
b Total Rate Dase Mjusteests B0 20,9051 94,502 15 11,880 8,488 19,232
The alove saowats shall be those adjestasats mecessery to reflect Cosnission policy enuaerated In the Cospany’s sost retent rate
case In sccordance with 5. 380,071, F.5., Interin rates; provederes.
At1 Intra tel] data is on & seves day wsage basis to be coasisteat with Independent Cospany settlesests calcalations. ‘E 3 l-'h % E
GENERM, NOTE: B
fata concerning directory operations ncludes anly asounts o Southern Bell’s books, b . g E
o g . .
h e ot 5.
- g L s o (4
[ g N E
- o
= X}
= o
§
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FLORTBA MURLIT §¢ st
TELEPHONE MONTILY EARNL.  AVEJLLANCE RERORT

LOCAL ERENANGE CONPANY  Eouthern Dell

DPERATICNS 12-MONTIS EXDING DBecesher 31, 1996 Page Sof 3
1000's) Cost Welghted
LOST OF CAPLTAL fa) Aaomnt 1 of Total Rate Cost Mate
18 n 3 L}
1. Loy Teen Deit $1,033,51 am Lz .11
2. Short Ters Jeit nan r8 ) L% 0161
3. Epity C 18,21 1.m 13,001 §.601
£, Costoaer Depusits M 0.1 Lin ont
3. Cst Free Capital 7,50 n.n - -
8 Job bev. Tav, L1, 29,315 (8. 12.131 oM
7. Tetal Capital 43,775, 400 1001 B

tEquity cost rate equals Dast suthorized sldpoint.

FLORIOA OPERATIONS
TOTAL ConPANY
INTERNAL FUNDS
1. Met Incene {less 100) $ 177,083,097 .
I, bepreciation 1N 452,150
b Currest befeered Taaes ' 104,740,723
1%, Cerreat 10C 114,272,890
11, Other ms
12, Sebtotal e 413,450
£3. Constraction Expenditures (M 13,510,954
1%, 1 Internal Fends 1.4
§3. Mppropriated dividends mmemenseces
6., 1 Internal Funds siter dividends 11121507131 .61
{1, Tises Interest Eorned 5.3

(thet Incose ¢ [nterest + Incose Taxes}/Interest)
Mso, show wreral) weighted cost rate on Javestesot at last authorized equity tloor %431
ané Last authorized equity auziove 1.5

The por cont of Jong tern debt to tota) fnvestor capital (total capital escluding custeser degosits, deferred taxes and wnamortized Snvestoent
tix creditsh is nIn :

The per cost of short ters debt to total lavester copital {total capital excluding custoser deposits, deferred Laves and snasortized investaent
tar credits) is LN

The Jurisdictional Mjusted Average Returs on Equity is i) 1L 4

tal Capita) Structwre should be reconciled Lo rate base in accordance with the Comalssioa Ocder rendered in the Cospany’s Bast rate case,

18) Constructise expenditeres ie be calculated In the sane sanner as “Total applications lo Const. and Plant Esp.® per Mnaual report Fora B,
Seheduls 120 {Source and Applicatien of Fumds),

(eh Jurisdictional average ger ducts earaed return on equity Is calestated by using the overall earned rate of reters on line 32, colem 3,
page 3 0F 5 and applylay this to line 7, colesn 4 gage 5 of 5. Fres there calcslate the weighted cost of eqnily iColumn 4} and cost of
equity 1Coluen 3} accordingly.

GENERAL NOTE:
Data concerning directory cperations includes ealy ancunts on Southers Tell’s hooks.

£ The change in ROE In due tp 520 &l In additional depreciation espense booked in Decenber, 1984
per Lhe stipslation agreed wpon By Sosthern el and the FPSC.
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LOCAL EICHAYGE COWPANY: Sowthers Bel) Telephase & Telegraph Co.
OPERATIONS 12-MOWTHS CXOINS: Becesber 31, 1995

1+ A Yellon Page Profils
ml 5103

3. Ind. Co, Settlesents
€. Tetsi M1

2. A Dut-sf-Perind Mjsstaents
1 5034300
0. Int, Co. Settlewents
C. Total WM

3. A Bains o» Sales of Property
L]
b Isd. Co. Setticeents
€. Totaf M1

&, A Incose Related to Tesp.
Cash lav,
LR
b 1nd. Co, Seltlenents
€. Total MI

S. A, Billing loquiry
1}

D, Ind, Co, Settleaents
€. Tatal MOI

4. A, Separations Change for Closed
End Nats Ef1. W84
Wl 5034310
0. Ind. Co. Setticaents
Ind. Co. DI
L. Total WOI

7. A Intra-Eh Ecpense Recovery
M1 3103
b Isd. o, Setllesents
€. fotal W1

Fal
PROFORRA NORESHEET
Page 1 0¥
Intra-Toll
Tatal Total Total inter- Intra-
Company Interstate Intrastate Intra-Toll Territory Territory Lecal

7,08 [ 848 [] [} ] {25 )
94211 ] [ rl4] ¢ L] ' a,mnt)
[] 0 [ [ L] [ ] []
021 [ ] 8,020 [ 9 [ ] 021
14/} ] 1587 (589 1,557 " 0
2 L] m (F: )1} i 7 [
(] ’ ] 1] (] [] [
(#344] L o o 80 n ]
1,308 n 1,0m (] [ 0 1,n
™ 04 m ] ] ’ m

(] ] 0 0 0 ] ]

52 He 5 L] ' ¢ m
1,30 "y °” ] 1 ' /1]
[}]] o " ¢ (] ’ 0

0 ] ] [ ] ¢ L] ¢

1] m [[Y] ) [ [} 42
11,133} 4,000 2,03 m 1591} 1,514 1,M1
mn 1,00 1,90 wm n nn o

0 [ ] [] [ ] ¢ 0 0

N 2,041 {1,470 um M (780} 19%1)

0 1,835 1,655 15,0302 1,487 [ 31 ] 2,%04

[} 1934 L2 1] 521 17501 i 1,463

(1] [] m 1 ] m []
1egi [ ] [ (1] 168) ) ([ ]] 0
1881 934 | 11} Hn 1750} 133 1,463
4,558 [] LR [] [] 0 4,55
12,319 [ 12,31 [] (] 0 12,3244
[} ’ [ ] [] L] [ [
12,320 0 12,310 [) [] 0 12,312%)

HE
P
!

TOqUNN JTTUHE O8dd
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LOCAL EICHANGE COMPAAT: Southern Dell Tetephoos & Telegraph Co.

OPERATIONS 12-ONTNS EXDING: Decesber 3, 1980

f. A Interest Recosciliation
| IR
9. Inod, Lo, Settlvemts
C. Telal M1

4. A, Interest leputation
! A

4, Isd. Co. Settleeents
. Tetal WOt

10, A, EWIA
M 5034510
0. Ind. Co. Settieeenis
£, Tolal W1

11, A Lodbyiey Expense
w51
1. Ind. Co. Settiesents
Ind. £, WOI
L. Totat W1

£2. A. Corporate Mvertisisg
Mol 5103
b, Ind, Cs. Settlenmts
Ind. Co. W1
C. Totst %0}

13, A, Mmdserd Prajects
5103
b Ini. Co, Settlesents
Ind. Co. WOL
C. Total W4

11. A Eoployee Level Mjwstaent
Wl 5103
D. Ind. Co. Settlesents
{nd, o, WOI
C. Total MOE

r ~
PROFORMA SORKSHEET
Page 20f 4
Intra-Tel}

Total Total Total Inter- Intra-

Longany Iaterstate  Jatrastate Iatra-Toll Territory Territory Local
wan ¢ 1,213 11,2281 15%1) 1433 13,0473
12,002 ) 12,092) (o0 1289 1311 (1,4m
B ’ ' [ ] ’ L}
12,000} L 2,002} {iot) 1289 [#18]] (k4920
2,0 ) 1,01 1,314 L1 1,n s,
M7 L] N 11 L1 m 1,013

[] [ [ [) ’ ¢ [
3" ] 3" 1,10 w 1 2,113
(] @o,n0n 2217 ¢ ¢ ] 2.1
[ ] e 1,014 s 0 ) 1,118
¢ [ ] ¢ [ L] ] L
[ i, L11é 9 ] ] 1,114
1225 m 11531 1] m 1281 1102}
14 1] n 2 12 L} 52
1l ¢ i 1 [ it [}
h [ 1h 3] ] 1]} []
1M 113 n % 12 L 52
nn M) nm 181} 135} 145) n
1 o 1 L} ] [ ] I 0
1n ' H | (] L] n ¢
m § m m L] m 0
140 3 n . n 10 u [
1,491 m 1,403 - 7] L] 1,140
[{ 1)} [{L] ne {134 [{F)) £ /4] [+ Fi]
7] ) an nm [ 7 (]
N ] b 1 3 0 b L}
28 Hm 180} " 142 1361 [FLr]
15,223 | 1,37} 13,00 1,145 um 1842 @,
2,043 102 1,963 H.U bl b2l 1,1
b1 ] Pl b1} 0 wm 0
un [ {31} 13N [ ] [fh21] 0
51 102 1,830 451 FLl] 03 1,371

GST 3o 2¢T 9bea
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-’ A
PROFORNA WORYSHEET
[P ]
LOCAL EZCHAMGE CoPANTs  Southera Bull Telephone L telegragh Co.
OPERATIONS 12-MDNTHS EXDING: Decesber 31, 1180 Page Jof A
Intra-Toll
Tatal Total Total Inter- latra-
Lospany Interstate  Intrastate Intra-Toll Territory Territory Local
" 15, A, Cismity Expense yil3 ™ [} 13 2 ] "
not 5103 [{§L) (381 m 1 {]}} ua 149}
9, Ind. Co. Settlvasats [$.)] ¢ [41)] ol 0 [$1)] ?
ind. Lo, W1 $ ] H L1 ] H
C. Yatal N0 [{{}] [0 ]] {14] nn un n (L}]]
16, A. Riscellameous Dut-of-Period i, s 2,341 9,582} 13,301} 923 1,38 {5,281}
mt 11,0 2,10 1,582 1,30 1,923 1,372 5,28
9. Ind. Co. Settlesents ”"s L s L1+ 0 "s ¢
tnd. Co. N1 1510 (] {540 5 ’ (1-111] (]
€. Total M1 11,382 1,34 4,038 2,187 1,7 (L] i,
t7. A Teleghone Franchise Req. 11041 134} trm iz ($7] 1 um
mt 3103 - {] 7 I} 5 4 o]
D, Ind. Co. Settlenents 5 (] H L ’ H (]
ted, Co. BO1 (4] ] m 13 ] [41] [ ]
€. Tetal M1 s H | 3 [ ] S 3 23
0. A, Phase Down of 39F ] 114,375 n3n ¢ ] [ ] 14,375
0! 5163 L] 1,33 11,330 (] [} ] 7,334
b, Ind. Co. Settlovents 0 ¢ [ [ ] ] [ ]
L. tatal nl 9 1,3% 7,38 ] ] 0 17,13
1%, A. Migh Cost Universal
Service Fund ] 5,118 5,219 ) 0 ] 13,135
I S163 ] 12,644 2,64 ) 0 0 2,885
0. Ini. Co. Settienents 0 ] [ 0 [ ] [} 0
C. Tetal Mt (] {2,488 2,68 o ] ] ] 2,408
0. A, Resoval of CPf Cospensation
froa Indegendents 15,973 1] 15,973 15,975 1,800 1,135 0
04 504310 1,043 [ 8,013 3,03 4,3% Jun ]
. 1nd Lo, Settlenents 0 ] 0 [] 0 o ]
C. Total W01 8,043 [] 2,043 §,043 1,350 3,493 ]
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LOCAL ETCHARGE COWPANT: Sowthers Bell Telephone & Telegraph Co.
OPERATIONS 12-MONTHS ENDING: Decesber 31, 1986

21, A, Miditiona) CPE Phase Dt
mi L5013
1. I, Co. Settlearats
L. Yotal WY

2%, A. Late Payseat Dharge
not 4N
b Ind, Lo Settleamnts
[ Total M3

23. A, Ind, Co. Settlenent Effect
Iné. Co. ROL
B Total W1

n, Total WY

PROFOAMA NORKSHEET
Page dat &
Intra-Tell
Total Total Inter- Iatra-
Cospany Interstate Intrastate Intra-Toll Territory Territory Local
[ ] 11,158 %148 3,60 2,153 5473 351
¢ 4N tnam {1,0508 o tha 12.0n .
¢ [ ] ¢ 4 ] [} [
] 4,4 LRy ] 1,40 [ 1) 1] 2 @,ne
6 ¢ %] ¢ ] 0 (%3]
A8 ] S8 ¢ ¢ [ 3,13
[ ] [ ) [] 0 [) [) L]
3,43 ] 3,418 ) L] [ 3,483
1,303 (] 1,308 1,305 [ 1,308 '
12} [ 2 {1 () ma L
NIt effect ix incladed In each pro-forss,
17,107 12,74 4,301 B A7 [RF. ] §,00 14,093}
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FPSC Exhibit Number
FPSC Docket 920260-TL
Reid Exhibit WSR-4

Appendix No. 1
Earnings Surveillance Report
Page 135 of 155

SOUTHERN BELL - FLORIDA OPERATIONS
CALCULATION OF ANNUAL IDC RATE - DECEMBER 31, 1986 DATA

Cost of Capital

1.
2.
3.
4‘

6.

7.

Long Term Debt

Short Term Debt
Equity

Customer Deposits
Cost Free Capital
Job Dev. Tav. Credit

Total Capital

Cost of JDIC

Amnual Percentage Rate Currently Used by Southern Bell

Long Term Debt

Equity

Total

Amnual Rate per Calculation 12/31/86

Cost Weighted
Amount % of Total Rate Cost
1,033,577 27,372 9.12% 2,502
87,123 2.31 6.96 .16
1,661,211 43.99 15.00 6.60
32,544 .86 7.58 .07
731,839 19,37 - -
230,315 6.10 12.75 .78
3,776,609 100.00 10.11%
1,033,577 38.35% 9.12% 3.50%
1,661,211 61.65 15.00 9.25
2,694,788 12,75%
10.24%
10.112



FPSC Exhibit Number

FPSC Docket 920260-TL

Reid Exhibit WSR-4

Appendix No, 1

Earnings Surveillance Report
Page 136 of 155

SOUTHERN BELL — FLORIDA OPERATIONS
CALCULATION OF ADJUSTED CAPITAL STRUCIURE

($000)

Capital Structure

Unadjusted Reconciling Adjusted

Amount Adjustment Capital Structure

1. Long Term Debt $1,044,128 (10,551) 1,033,577
2. Short Term Debt 88,012 (889) 87,123
3. Equity 1,678,160 (16,949) 1,661,211
4, Customer Deposits 32,871 {327) 32,544
5. Cost Free Capital ‘739,159 (7.320) 731,839
6. Job Dev. Inv. Credit 232,655 (2,340) 230,315
7. Total $3,814,985 {38,376) 3,776,609
Average Rate Bage per Books 3,720,027
Accounting Adjustments 56,582

Average Adjusted Rate Base 3,776,609



FLORIDA MUBLIC SERVICE ComiSSton

TELEPHONE RONTILY EARNINSS SURVEILLANCE REPORT Appendit &
(LOCAL EXCHANGE CORPANY  Southers Bell
OPERATIONS 12 NONTNS EWDING Decenber J1, 193 Page L of §
un
_ (283} Total {544) Intratoll
In $000's Tetal Inter- Intra- - Intra- Inter- Intra«
bescription Coapary Tell State tll Territery Territory Local
{1 {2) (4] i (5) )] n
CUSTONER DILLING
ACCESS CNGES )
1. End Vser Charges 4,19 (1] {n B 1Y) {1 0 ’
2. Capacity Charges (a2} 3,520 M 35,70 5, 5.0 ] (]
1. WU Charges fo 11C's {b) 704,000 mm 112,013 172,013 e 8 ]
4. Spechal Mcess Charges (¢ Hén 60,434 UM 4,254 HaMm [} [ ]
5. Other (8) ] 0 [ ] [ | 0 [ ]
&, Totel Aecess Charges .M 659,408 M, 231,975 251,975 [ [ ]
{1 thre §)
OTMER CHARGES T0 IXC's
7. Operator Services (D.A.} 13,11 1,340 5,814 5.8 5,04 [ (]
0. Silling and Collecting 58,245 49,508 8,680 8,400 5,400 [ § [ ]
8. Interexchenge Lesse 11,38 ] n,328°, ] (] (] 11,38
18, Tetal Other Chorges 2,4 56,913 5,80 1"H,n M L ] 11,385
(7 thra 9)
CUSTOMER CHARGES
11. a3 206,517 219 206,21 206,20 [ 204,21 [}
12. WIS %N n 46,690 4,480 [] 16,680 [}
13, Private Line o,m 5,664 2,712 §2,12 (] 2,12 [ ]
4. Local Exchange 1,031,200 H 1,001,273 [ § [ [ ] 1,011,271
§5. Riscelliveons 165,071 [} 185,071 [ [ [} 165,07
16. Total Cestomer Charpes 1,512,958 5. 1,512,034 54N [} 35,490 1,196,344
{11 then 15)
17. Tetal billing (6420426} 2,492,105 o 1,769,528 42,159 246,449 15,690 1,207,649

Note: The asounts sa this schedule reflect actval Dilling to IXL'S on & cosposile Dasis. However, LEC's are expecied to mintaln Individval

side records by IXC in the sase level of detail found on this schedele.

{a) Busy howr ainate of capacity charge,
(b) Incledes local switching, docal trassport, lire teraination sad carrier coston Hee.

(c) For Intrastate, Enterterritory station tersinals; for Enterstote, would laclude all special sceess Line charges.

() Incledes testing, srdering, laber, efc.

(¢) custoser charges inclode only charges for LEC-provided toll; does mot Include toll monies burned over to IXC's.
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LOCAL EXCRAMGE CORPANY  Southers bell
OPERATIONS [2-NONTES ENDING Decesber 31, 1905

In $000's

BOOKED REVENUES
L. Mecess Charges {a)

Intea Territory Toll
Interexchange Lesst

4, Grass tevemue (b}
S. tezellectibles

Net Jocked Revenue
{1 thre 8}

OPERATING EXPENSE
7. Naintensnce

[
’.
1,
.
1.
.

Depreciation 3 Asortization
Traffic Expense

Constreinl Expease

Seneral

Other Operating

Total Operating Erpease

7 Iru 12)

. 1 Distrjbutios

OPERAFING TAXES

13.
16,
n.
1e.

L 1)

Feders) Tacose Tames
State Incose Tz
Sther Toxes

Total Operating Yares
{13 thra 17)

1 Distridution

GPERATING ENCOME

2. Ter dwok WO {6-13-10)

A

. WO Effect of Minstoeats

2. Mjusted BT (20021)

(a) Asomts s $hLs line shoudd iaclude 31} najor access charse elenents and other charges such as those defined on Lines 1 throagh 8 of page | of
5 of this report that are part of the “sccess charge poel®,
(b) Aeowsts an this e should include all “above the line-resulated” bocked revesves not incloded oo lines | through 3 of this page

CENETAL WOTE:

FLORTDA MALIC SERVICE COMNISSION

TELEPHONE RONTRLY EARNINGS SURYEILLANCE REPORT

‘hage el s
(an
(263) Total {5t6) Iatratoll
Total Intet~ Istra- Intra- Inter- Iatra-
Cospasy Toll State Toll Territory ferritory Lotal
in ) (3 (] (s) (s} (1]
$1,072,766 $824,33 $246,4%0 06,430 $246,450 0 1
nsm [ nsn M1,872 [} n.sn 0
11,3285 [ § 11,15 [} 0 0 1,32
1,202,403 5,NM8 1,019,943 0 [] [ 119,943
1%,Mm 1,53 15,40 2,500 [ ] 480 12,611
12,587,402 $130.513 $1,757,089 1561 ,462 246,430 315,082 1,195,627
$550,771 $1%0,407 $340, 164 $118, 698 $55,021 $60,070 243,473
401,40 152,147 09,325 11,458 BN 2,00 162,470
70,648 1,00 62,401 14,702 4,215 12,4587 45,859
19,228 55, M8 140,402 5,50 18,767 1m0 91,935
142,513 58,255 129,318 4,01 nm n,m,m "
208,326 7,78 169,512 53,628 10,010 35,418 106,947
1,415,050 512,548 1,102,462 155,111 151,307 - 05,0 18]
100X . 60.21 2.9 L 12422 W.m
$257,19 $85,003 1§172,85% 59,110 $27.831 $30,2712 $513, 44
37,006 12, 24,000 Ly LH 3,315 623 14,284
149,743 n.867 109,876 2,684 1.4z 18,249 80,218
1H3.m 1379 305,940 7,521 ,m 54,781 200,40
100t 3.0z 8.1 2.7 441 12.3%1 46,951
52,40 179.M 3,688 108,810 52,381 54,457 M.47
17,%2 13,48 4,500 {rs) . (10,972) 541
346,644 $133,452 353,11 $108,085 $42,400 $45,485 245,100

Mats concerning directory operations Includes only asoents oa Southers Dell's books.
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LOCAL EXCHANGE COMPANY  Southern bel]

OPEAATIONS FOR THE NOWTH ENDED Deceaber, 1983

In $000°s
bescription

e

BOOTED REVEMXES
1. End User Charges
2. Copxcity Chorges [a)
3. WU Carges te 1XCs
4. echil Access Charges
5. Other Access Charges
6. Iatra Territery Yoll
7. Interexchanpe Lease
8. Coln
. M
1. fher
11, Gruss feveawe {b)
12. Mcellectidles
13, Net Swked Reveame
{L1 thea L123)

OPERATING EXPENSE
1. Malstenance

15. depreciation & Asortization

16, Tratfic Expense

17. Cossercial Expense

. Geenal

19. 0ther dperating

M. Tetal perating Expense
{14 thru 19)

2. I Distribution

OPERATING TAXES
22, Federal Incoue Taves
23, $tate fncome Tz
4. Other Tanes
25. Total dperating Tazes
{22 thrw N)
2. 1 distridution

NET OPERATING INCOME

27, Per Saek WOI {13-20-25)
2, wol Effect of Miustaeats

9. Micted WL {20420

{a) Asounts o this Tine should include all major access charge elesents and atber charges suth as those defined on Lines | through & of page § of

FLOREMA PULIC SEAVICE COMMISSION
TELEPHONE MOXTILY FARMINGS SURYEILLANCE REPORE

Page 2aof §
(462
[£731)] Tetal (a6} Intratell
hatal Inter~ {ntra- Intra- [nter~ latr-
Cospant Tell State Toll Territery Territory Local
{]] (2} i {4) (s {s} n
4,00 4,850 10 10 0 L] 10
n is2n ”m m " 0 [
42,006 ®,m 17,784 17,754 13 0 [ ]
5. “wm "2 ”m ” ] [ ]
602 6,309 {57} (s (51 0 0
ou,sn [] .58 214,582 [} a5 ]
m [ T 0 ] 0 L1
9,203 ? .0l 2,018 ) 2,018 §,24%
1,45 1,117 1,042 1Y %7 352 L1
{18 m [$37]] (938) {a) [ ] [
95,54 (146} 95,470 9 [ ) 5,400
{2,970 1l (2,038} (575) ] {575) (1,83)
05,10 43,089 152,120 ®A2 15,990 27,527 106,263
§51,700 $10,443 133,246 412,105 §5.44 $6,44) $21,148
N, 13,34 21,335 7.3n 3m 4,9% 13,958
5151 {14 (R ] (11 n n 487
19,n 4L 13,643 5,228 1,430 3,m L,
15,149 5,010 11,318 3,704 1,57 1,130 7,604
15,571 551 15,027 4,11 1,293 2,04 10,908
1,1 12,91 "85 33,204 13,123 19,483 65,439
1008 n.m . a.un 9.401 1311 #%.311
$17,305 13,749 $13,5% §2,.90¢ 31,037 t,m $10,427
1,0 ns 1,557 n 1y m 1,168
12,403 2.8 9,726 2.2% " 1.421 149
H,m [ % 1] .00 5.5 1,91 3613 19,225
1001 21.901 79.101 17.400 [ W31 11.372 £0.431
2.1 13485 2,03 1,437 L 4,431 2,3
[ [} [ ] : 1 [ [ [
$42,21 $13,175 129,0% $7,457 $3.22 $4,41 2,37

S of this report that ere part of the “access charge pool®.
(b) Asouats en this Jine should incleds ali “sbove the Dine-reguleied® booked revesues not jncluded on lines 1 through 3 of this page
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LOCAL EYCHANGE COMPANY  Southers Dell

OPERATIONS 12-MONTHS EXPING Decesher 31, 1985 Page Jof §
{)
(283) Totsd (5e¢) Iatratell
In $000°s Total Inter- Iatra- Intra- Inter~ Intra-
description Compuny Toll State Toll Territory Territory Local
{1} {2 3 l (s) [{4) n
RATE JASE AVERAGE
1. Land and duildings 521,01 $162,001 $429,230 $125,505 $53,9%04 71,67 $303,645
2. t.E. 1,723,238 49,31 1,253,097 433,301 102,91 230,382 120,5%
3. Statioa Equipaeat 540,54 09,58 258,991 114,761 5,089 se,om2 134,20
4. tutslde Plaat 3,098,664 L112,1m? 1,995,59 54,0 MmN 231,01 1,461,852
5. dther Iavestaeat 358,707 L2410 286,237 9,03 1,50 3,028 17,82
6. Mcumlated Depreciation 1,152,553 11,10 123,18 020 118,003 121,417 91,14
7. Mt Pimt (L] thre L5-L4} 5,152,050 1,714,042 JM2,m 1,035,930 "sm 540,157 2,406,910
1. :Iut h'hr Construction nm 2,410 51,319 13,310 4,254 7,056 33,009
s I
9. Fulure Use Properiy m i1 55 166 n /] m
19, Mcquisition Adjustoeets [ ] [ ] ] 4 [] [ 0
1. Werkleg Copital Mdjs. 163,909 53,852 n.or .43 15,824 16,412 n.sn
12, Average Mate daseil? thew L1D) §5,09%,272 $1,192,4% $3,404,033 $1,001, 014 517,92 1361,918 $2,5,m
13. 1 distribetion 1002 n.at 4.901 20048 1.5 10,448 W%
ADJUSTIENTS 18 RAIE DASE AVERAGE
W, iccomting Adjustoents {19,458) {10, 60} (298) 4,472 (2,125 7,517 (4,990}
15, Mjusted Kate Jase (LI2NL04) 45,380,010 $1, 782,21 43,604,515 $1,084,53% $515,101 $571,438 §2,51
TEAR EMD RATE BASE
16, madjusied year en sate base 3,686,084
17. Mccownting Adjustaents {m}
I8, Mjusted Rate Base (L24HL17) 3,685,55
RATES OF RETURM
19, Per Book .M 10,042 1.1 10,043 f0.111 10012 9.501
L2 [re 2 of S}HLID)
20, M. sith dverage Rate Base 10.1I 0 10.852 0 .M 9.951 12,151 7.961 "m
122 [re 2 of S)ILL8)
21. M}, sith Year end rate hase .5

FLORTDA PMRLIC SERVICE COMPISSTON

TELEMNOME MONTALY EARNINGS SURVETLLANCE REPORT

022 {py 2 of S)L00)

¢ AL] Intre dats Is on o seven day wsage basis Lo ba consistent uith Independent Cospany settlemeats calculations.
GENERML WOTE:

Bata concerning directory operations includes only savunts on Southera Nell's books.
P ince this interstate toll rate of refurs Includes only the effect
of Pro Foran adjustaents sade for Floride It is not representative

of he going rate of returs on o nution wide basis.
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LOCAL EXCNAE ConpaNt  Sowthern Bell

OPERATIONS 12-MONTHS ENDING Oecesber 31, 1983

In $000's
bescriptin

Yellou Page profits ¢
et of Period Mjusteents

. Gains on Sales of Property

. Inc, Rel. Lo Tesp. Cash Inv.
. Custoa Calling & EAS

. Silling Inquiry

. 0111 and ey Srder (7/1/05)
. CYEfANTS Refond-Revesue

. Interest Syachronitation

. Independent Co. Seit. Effect
. Lebbyiog Exprase

. Cerporale Advertisim

. Abandoand Projects

. Esployes Level Mjustoent

. Casnalty Expense

Niscellaseous dut-of-Perfod
Teleptons Franchise ey,

. Tetal Mjusteents

I Effect

FLORTDA PORLIC SEAvICE ConniSSION
TELEPHONE PORTILY EARNTNGS SURVEILLANCE REPOAL

Pagt da of §
tu7) Yo
(23} Tota] {se6) Intratoll
fotal ater- Intra- Intra- Inter- Intra-
Cospany Toll State 1st1 Terrltory Territory Local
] (2 " (0 {8 (] {1
{$14,553) 10 {s14,550) 10 10 ] {#14,553)
PU (] s {622) 1,614 {10,235) 1,3
1,24 7 " 0 0 (] (]
11 ] - (] 0 (] 12
{215) 0 {2ns) - 0 ’ 0 {218)
{11,543 {2t,555) 10,012 10,012 (4,700} . 1,2 0
13,470 0 13,61 6,110 1,62 1,410 7568
1,010 0 1,000 9 ' t 1,810
(s.,007) ) {5,007 {1,019) {8s3) (95) {4,2)
(] 2,27 L ] (] 0 2,217
{1,306) 0 {1,304) {1,304) ] {1,530} ¢
{203) (€3) {140) {T]] (z0) (20 {%)
(2,200) {m} {1,486) {s8) {m) (%0} (L]]
L2 m - m ) 1o 9
(21,60) (4,38) {15,2%) {4,421) {1,%5) (2,5%) (10,065)
1,3% " »? ]| [}1] " 58
(3,512) (1] {3,501) {1,009 1] {545) (2,458)
{108 (38) (n {23 (m (12) ()
{41,247) i2,m) {11,5%9) 6% 5,120 1,676 {10,145
17,942 13,454 4,508 {75) T%! 1 {18,972) 5,233

The sbove asowats shall be those sdjusteents mecessary fo reflect Cosslssion policy ensmerated in the Cospasy's sost recent rate

tase In accordance with 3. 366.071, £.3., Interin rates; procedures.

tisounts shown on this Line represent the “excess yellow page profit® as defined in S, 344,037, F.5. In detersining this asovat, use an annvsl
average Consuser Price Inden{CPl), for urban wage earners and clerical workers as published by the Departaent of Labor. Also, wse
averam access Jine growth rate far this calcalation.

Al iatra tol} data [s on a Seven day wsepe basis te be consistent with Independent Coapany seitlesests calculations.

GENERML. MODE:

Data concerning directory operations includes oaly anouats on Sowthera Bell's books.

Pre foreas sre not secessary for contributions and sesbership fees and dues because fhese asounts

have teen excluded frem operating expenses on a per books basis.
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FLOATOA PUBLIC SEAVICE CoMTSSION
TELEPHONE BONTHLY EARNENGS SURVETLLAMCE REPORI

LOCAL EXCHANGE CONPANT  Sowihern fell
OPEANTIONS [2-NONTNS ENDING Becesber 31, I985 Page db of §
{a82)
{23 Total see) Intratol]
In $000's fotal Inter- Intrs~ Intra- Iater- Intra-
Description Cospsay Toll State Tell Territery Tereliory Local
- w 2 o) ' ) ) "
“4. Excess Hug-in aits (310,450) {s2,000) 8,600 (82.620) (#1,100) is1,520) (84,7%0)
Fo. villiny togeiry ' (7,312) 2312 7,312 (1,725) 2,09 )
3. Tetal Rate sase Adjustoents (te,458) {18, 160) (o] 4,602 {2,025) 1517 {1,990)

The sbove savonts shall be those adjustaents aecessary fo reflect Cosmission policy ewenerated in the Conpany’s nost recent rate
case In accordaace ulth 4, 366071, F.5., Interls rates; procedures.

All Intra tol] data is on & seven day wsage basls ta be coasistent with Independent Cospany settiepents calouloiions.

CENERAL MOTE: .
ats concerning direttory operations Includes oaly amounts on Southern Dell's books.
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FLORIOA MBLIC SERYVICE COMISSION
TELEMHGHE NOKTALY EARNINGS SURVEILLANCE REMIAT

L0CAL EYCIARE CORPANY  Southern Bell

OPERATIONS 12-MONTRS ENDING Decesber 31, 1983 Page S of §

{00a*s) Cost Nelghted
tost oF CAPTIAL ) Asount 1 of Total hte Cost Rute
§1] (2) (3 (4

1. Leag Tera bebt 1"n,04,202 am .44 2.0t

2. Short Tera beit 3,59 3658 Y SRR .
’. ‘“i" I.m.l’l 42.503 v -“-If.wl' N §.381

£. Cestoser Depesits 500 0. Lt T 0068

5. Cost Free Copital 214n pat N e .
6. I ey, Iwv. by, 216,62 (X T R A A1) RN RU ¥ 1

1. Total Capital £3,406,515 1001 oA s 2&

lium cost rate equals last suthorized aldpoint. ,

FLORTBA OPERATIONS
TOTAL Conrany

INTERRAL FiNYS
7. Bet Incoee (less INC) § 05,500,000
5. Pepreclation 01,001,500
9. Currenk Peferred Tares . 103,404,958
10. Curreat {1 1,312,113
11. Other 1,390,042
12, Sebtetal 877,345,050
13. Coastreciion Expenditures (b) 868,847,316
4. 1 hteraa] Funds m.az
15. Meprosriated dividends e
i6. 3 Dternaf Fends afler dividesds {(12-15)/13] 3L
17. Tiees Interest Earaed 1.9

fmet tncone ¢ Interest ¢ Incose Tanes)/Interest)
Alss, shou weerall weighted cost rate on Investaent at last suthorized equity floor 9701
and last stherized sqnily stioua 10.483

The per cent of loap tern debt to total Investor capital (fota) capital excluding custoser deposits, deferred tases and wnasortized investuent
tan credits) is nan

The per teat of short tern debt te total investor capital [total capital escluding custoner deposits, deferred tares sad wnasortired jnvestaent
taz credits) Is “.m

The Jurisdictional Average Adjusted Beturs on Equily is 1h.212

{s) Copital Structure should be reconciled te rate base In sccordaace with the Conaission Order rendered In the Cospaap’s last rate case.

(b) Constrection espeaditures fo be caleulated in the stee sanaer as “Tatal applications te Const. and Plant Exp.” per Aamual report Fera A,
Schedule 429 (Sonrce and Application of Funds).

{c) Jurisdictional average per books varned retern oo equily 1s calculated by wsing the everall earned rate of retura oa Jine 20, coluen 3,
page 3 of S and applylng this to line 7, column & page 5 of 5. Froa thers calculate 1he welighted cost of eqaity (Caluse 4) and cost of
eqeity {Coluan 3} accordingly.

GENERAL MOTE:
Dats concerning directory operations Includes only aounis on Southers gell’s books,
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PROFORNA ORISHEEY
LOCAL EXCHANGE CONPANT: . Southera Bell Telephone & Telegraph Co.
OPERATIONS 12-MONTHS EXDING: Detesber 31, 1955 tigt Lof 3
Intra-Tell
Total Total Total Iater- Intra-
Coapany Interstate  Intrastate  Iatra-Toll Territory Territery Local

. h. Tellow Page Prefits (04,5%3) [} (14,559) 0 [ ] ] (14,553)
| IRl (7,4%) 0 (7,426) 0 (] ] (7.426)

1. Ind. Co. Seitlesents 0 [ ] [ [ ] [ ] [ ] 1
€. Total Mol (7,42) 0 (7,426} 0 0 0 (r.424)
. A, Out-of-Terjod Adjustoents 05 [ ] [5: {622) .44 {10,2%) 1,317
0] 5023403 b1} [ ] n tnn 4,850 (5.042) [11]

b Ind. Ca. Settlcaents [ L] ] ) [ ] 1 [ }
€. Total W01 n 0 b1} {2) 4,010 (5,142} (11}

. &. Gains on Sales af Property 124 35 " 9 [} ] 7
M1 .85 £5 n w [ [ ] [ ] “?

). Ind. Co. Settleansts [ ] ] [} [ § t [ ] [ ]
. Teta} MOI £3, 1n L1} N 0 [} 9 ur

. A. Incost Related to Tesp.

tash Inv, 143 174 112 » [ [ ] mn

N1 A [ 1) F: | - [ ] [ ] [} %

1. Ind. Co. Setilenents [ [ ] 0 [ ] [} [
C. Tetal w01 H i | - I L ] [} [ 5
. h. Custon Calling & EAS (215} ] {2ns) 0 [ I 0 {215)
W] 4938) (107) ] {107} ] (] ] (107}

3. Ind. Co. Settieamats ] [ | [ ] [ ] [ ] [ ] L]
£. Total WOI 1167) 0 tio7) [ [ § L] {107}
. . $illirg Inquiry (11,5430 {21,555} ja,012 10,012 {4,900) 14,952 [
ml 5.Mm 11,000 {5,201} {s.201) 2,502 (7,203} ]

. Ind. Co. Settlenents [ ] ] 8 0 [ [] ]
C. Tetal Mol 5,799 11,000 (5.201) {5,201} 2,502 {r. a3l [ §
. A Dill and Keep Order(7/1/05) 13,460 [} 13,470 §,010 J4n 2,418 1,560
nel .5a2340% 6,867 [} 6847 1,040 1,058 1,214 M

). Ind. Co. Settleaents ] [ ] [ ) [ ] [ ) [ [ ]
€. Total M1 6,57 [ ] 6,047 3,069 1,853 1,214 .m

. k. CRESARPS Refund-Rev. 1,00 [} 1,010 ) [ ] [] 1,018
ol 5023403 %y [ ] "0 [ ] [ ] [} 90

). Ind. Co. Settleants [] [ [] [] [ ] 0 0
€. Total Mol 909 [ ] 909 [ ] 0 [ ] 909

ST JO ¥vT obed

110dey eowetTreAImg shuTured

*ON XT
V-85M 3TAY

T

PT

11-092026 19320d ISdd

Toquny JITATRE 0S4l



L0CAL EXCHARGE COMPANT: Sowthern Bell Telephone § Telegraph Co.
OPERATIONS 12-NONTNS EXDING: Decesber 31, 1785

n.

.

n.

1",

15.

4. Interest Spachroaization

e 4997
1sd. to. Seltlesents
Tetsl M1

M 5023403
Ind. Co. Settienents
Tota) W1

Lobbying Expense
w1 .5103

. Ind. Co. Seitlesents

Ind. Co. Ml

. Tetal WOJ
. Corporate Advertisimg

w1 5103

. Ind. Ca. Settieaents

Ind. Co. W1

. Totsl WOI
. Abandoned Projects

wl 5103

. Ind. Co. Settlesents

Ind. €o. W1

. Total W]

. Esployee Leve) M),

W1 5101

Ind. Co. Setticoests
Ind. Co. M1

Total 1

&, Casmalty Expense

Ml 3103

Ind. Co. Settlements
Ind. Co. Mol

Total ol

¥
FR0FORNA MORESHEET
Intra-toll
Jotal fotal Tetsl Inter- Intra-

Company Interstate  Intrastate  Iatra-Tell Territory Territery
{6,089) 0 {s,00) (1010} (845) {945)
(2,992} ] {2.9%2) {87} (420) {483)
0 0 (] (] [ ’
{2,92) ] {2,9%2) / isan) (424) ()
» (2,217) 2,17 0 0 [
] {r.uyn 1,113 (] ] (]
(] s (] ] (] (]
(] {1, )13 0 2 »
{203) {63 {140) () {20) (24)
103 2 n 2 10 n
10 0 10 10 (] "
(s) 0 1] s ] (s
" n % 17 1" ?
(2,280} (1) {1,484) (s89) (221) (30
1,163 s % 300 n: 1
15 (] 15t 1] ] i1
(r) ] (%) {7) ’ (%)
1,007 5 n m 12 12
1,204 Fa 14 " m ] 140
{s25) (152) (an) (e} (43} {n
(s8) (] 0 (ss} ] s

2 ] ] o) (] »
(s%) {152 () (87) (45) {42)
(21,61} {4,308) {15,204} f,42) {1,%8) (2,50}
11,08 3,260 7,800 2,25 ”m 1,8
14 0 1,034 1,00 0 1,01
s ] {s19) {519) ] 519
10,541 1,20 1. Lm ”m %S
1,3% 4§ % t )] w
167) (2u}) 442} (143} (68} ()
(1)) 0 (s0) {c0) [ (o)

) 0 30 ) [} 30
(546) (Falll {422) {13 {68} (45}

Page 20f 3

Local

—anse

(4,2

(2,008}

]
{2,095)

L7
L3

]
L

(%)

L]
|
0

]

()
s

0
-t
L
o
ssn
]

0
(337)

{10,843}
5,544

¢
§,54

N

()
]
]

(299)
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T "N
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PROFORMA NMORKSHEET
tocAL FXCMANGE CONPANT: Southera Bell Telephone & Telegraph &0,
OPERATIONS 12-MONTHS ENDING: Decesber 31, 1983 Page Jof 3
Intra-toll
Tatal Total tal Inter- Iatra-
Cospaay Interstate  Intrastate  Iatra-Tell Territory Territory Local
16. A. Miscellanzous Ous-of-Period {3,5%) (3t) {3,501 (1,003) (497) (546) {2,458)
w1 3,58 b/ 3,501 5,013 17 56 2,458
L Ind. Co. Settleaents Fe!] [ m el 0 m [
Ind. 0. M1 (224} [ {4 {21) 0 {24) 0
c. Totsl Wt 1,300 n 3 | 3] " n 2,458
17. A. Telephone Fraschise Rey. (108) (38) (1o} (23) m (12) (n
»w] 5103 5 I u [H ] ) ]
0. Ind. Co. Settieaents 5 ] 5 5 [} $ 0
1nd. Co. W01 (3 (] [}H] {3} ’ {3 '
¢. Setal M §2 1 n ] [ 3 (]
10, 4. Ind. o, Settlesent Effect 1,304 0 1,30 1,306 ? 1,304 0
I, Co. W] (ren) {ns) {(78) [] {18} [ §
0. Tetal W1 WF effect is fncluded In each pro-form, el
o
19.  Tetal Mol 12,942 13,45 4,500 {125) 10,247 (0,972} )1 ]

T
T
Y-SM 3TAT

€8T JO 9%T abeq
aATng sHuturem

lm 1
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JOUINN JTQTUXT OSdA
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SLORIBN Pu%y )T SERVICE CDNMISS.ON

TELEPHONE WONTILY EAENIVES SUAVEILLAMCE REFORT Mppendis A
LOCAL EXCIMAGE COMPaitY  Southers | )]
DPERATIONS YEAR-TO-DATE  Dezwsher 3%, MPHY Page 1 M S
wmhn
a3 Totel 154 Intratol} *
In 5000 Tatal Inter- Iotra- istea Inter= Intra-
Pescraption Cospany Tall ftate Told Territory territory Loes)
Y i} 3 w i3 ] m
CUSTORER BILLING
MLESS CHARRES
1. End User Dhargnn 20 i1V [} ¢ ) [ (]
2. Lapatity Dharges La) S "l N e mn [ [ )
3. M0U Charges ta (3C°s W) 5512 s 1m? i H1: 14 ’ L]
§. Special Aecuss Charges [13) (1]} HYY k(] Ham biF{l] [ ] [}
5. Ot ) 1SSy 035% ] ] ] ] (]
b Tetal Access Dharges %0007 (L] 1134 113401 1934 ¢ ]
it 9
OIMER CHARGES T8 10"
1. Operater Servizes L) mm 100 10188 101 ({11 ] L] ]
8, ¥iling sad Collacting ELL nm noi 200 Holt L] ]
9. Tatermachinge Lease 150 L 1255 [ ] ] ’ 15%
1. Tetsl Bther Dharges mn 2us 3133 Hy nae L] 133
Nt
CuSTOMER CHARGES
1. A1§ 235401 m 196013 103 [ 196013 L]
12. WIS b+ TH 04 Soith 0 ’ 20016 '
{3, Private Line 1580 [T} [1ra 2 ’ m ]
14, Lecal Exchange 30033 n o 4] [ ] ] [ koo M
15. Miscallonennt . ] ] ’ ] (] [ ] ]
14 Tolal Custoost Charges 133 51003 fman nwd [ ] 315300 e
1 thew 133
17, Tetal Bilding Le+l0etd) Hneun Mo 1311380 S40010 b2 315300 MM

Notet The assents aa this schedule reflect actual dilling te

side rocords 3y 110 in the sone lavel of detail found an thas schedule.

tal
m
14}
11}
o}

Bany howr siente of capacity chatqe.
Includes 1ocal smtchang, lacal transport,

For Inteastate, interterritary station terainsls} Iar

Intiedes tosting, otderng, labor, otc.

Custuser thorges includs aaly chargad I LEC-prav

Tian ternination and carvier Coadon Jine,

110°s o & cosposite batis. Moetver, LEC's are svpacted to saintale individud)

isterstate, weald incluse all speciat atcess line charges,

idnd 1a34] dous net ncluce Lol) acnlas Lutned aver ta 11C°8.

SST Jo L¥T obed

310doy eoueTTToAMS sbuTUIRd
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LOCAL EcDRNGE COMPMNY  Sauihers Dell
DPERATIONS 12-nOwTN ExDIsE OECEFBER 3t, 1980

.

In 1000°s
Bescrigtion

T

*

1.
2
b
.l
3
s

keress Dharges Lol
fates Territory ol
Interenchange Lease
froas Revemwe )
treallectibios

Nt Dooted Revinme
il tirn 34

OPERATING EEPENSE

,I
).
L)
.
.
1.
3.

Mialamante

bepreciation b fortitation
Iratlic Expente

Cosmercial Espanse

femral

Dther Bperating

Total Bparating Expouse

i7 teg IV

it I hatridation

OPERATING TATES

15
th.
1.
in.

".

Fedoral Incone Tt
State Intoes ;s
Other Tazes

Total Operiting fme
115 then 1N

3 Matrivatia

ST PERATING InCOE

¥, Por Duosk WOD i-13-100
3. M1 Etfect of Mjustonnts
2. Mjested I (200210

FLOA:0A PUSLIE SEMVILE COMnIS3ION

TELEFHOME ROWTALY EARNINGS SURVEILLANCE REPORT

Page 20 8
wn

n3) Total 1548 Iatratell
Tetal Inter Intrs- Intra Iater Iatra-

Cospany Il State il Territory *srritory Lecal
m h 3 1]} 5t 1) in
IR 714,83 om0 M 217, 0 " "
m ] mmn m n ] mae n "
12,3 ] 12,5% ’ ] ] s
1,140,800 nm 1,100,314 ’ ] ' $1,100,316
13,482 7T} 13,22 2,20 ¢ 1,248 "y,

2,410,980 $751,3% $1,43, M 155, m,m 50 1,118,003
53,5 AN 1334,007 Mt 19,343 i, 20,438
n,m 140,347 nLae 13, 1,59 1% 134,559
n,us 1,95 (A .1 1% m "N 245,304
180,043 LFR L 121,108 n,m 14,430 ,43 N
135,40 - 8,052 1,34 n,m 1241 15,000 [T} 811
04N «5%,10 17,18 n2m 1,10 0, 130,040

11,517,904 i, M 04040 30,287 sin N nn. masn

1061 n.5 . Wit .50 L 1.mMm HWMt
$237,3% 1,34 TRy $70,248 1,06 0w,m m,m
0,4 s, 12,3 5,931 5, 1% w,m
130,033 30,118 mn,m 2.4 1040 17,1 5
705, 4,113 moam HHI R Y, 340,483 0,843 (11 1% (3]
101 zn nan b %]} han ..n s.iu
15,08 160,113 335,008 LA 5B 3,m HI, N
thalad 131 15,50 13,2111 13,41 il 12,M1}
Hn,m sy, [hri K] ik mm 04,200 211,39

(4} fasuAle o8 Ehis line shmd¢ icclude all eajor access rharge alesents aad other charges swch an those dedined on Lines | through B of page | of

15} Assunts e thas Jina shouid

0 Includes the full sansal eflect of the 020.2 sillion sercharge to ATT-C and $5760 dor the [atertorritlery porttoa

3 of thin rapart that are parl SF Dhe “actass charge pasl®.
1aciude atl "shove the Lina-regulsted® hooked rovenwss nol includef oo Lines | throwgh 3 of Lhis page
of the VY754 CPE charge U9 Indmpenimle.

08 Intreturritery acludon §3004 of the G974 LMD charge to Indepandents.

sintan xO1E

Dils toscorning direciory operations Jntluees only sacuats oa Seuttera Dell’s bosts o 1904,

T
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LOCAL EICWANGE CONPANY  Bouthers Bell

FLORIDA Fllb..  LEVBCE £2M9]5510%
TELESAENE RONTALY EARNINGS SURVEJLLANCE REFDAT

DMERATIONS 12-MONTH EnSINE  OECENRER 31, IV9A Poge 3 i 8
[{1) ] B ]
By Total 154 Intratell
Ia a600's Tetal Intes- Intra- latra- tater= Intras
Description Cospany Tal} State 10 Tal) o Tortatary 8¢ Tetritory o Lecal
. (11} 12) n 1] b 13 11} [}
RAIE ASE AVERASE .
1, Land and Nildings 582,48 $135,40 W $1t4, b i, 001 0,517 Mz
3 CAE LN 0,10 118,90 350,347 §26,79 5,30 m,m
3. Station Equipsest 3N 3, m us, N 130,008 nn 1,307 184,002
¥, betside Plant 1,090,487 1,00, 1,300 [TEXT FLIRY 21,303 1,323,930
5. Oiber Investoust 312,50 101,90 .51 1 a.n2 H01 152,453
b kcosulsted Bepraciation 1", wsm 564,408 19,004 ", 18,442 .M
1. et Prant (L1 thew L3-L8} LY 108,100 1,254,000 17, 100 433,00 LI 2,008,000
3. Mt tader Constraction 10,10 20,3% "nMm "an 3,45 ,in N,
ine 12€)
0. Futers Use Property 1,453 n 4 m M m 134
15, hquisition Mjustonts [ ] [ ’ [] L] [] []
it. Serking Capitsl Mjs. - Est, §am 2,00 nm 10,5 5,300 5,14 21,09
12, dverage Mate DasalL? then LIND 43,030, 3 1,707,904 3,343, "o I T (L7 N1 72,m,3
13, 1 hstridutim 100t han ("1 na (X 19,401 (TR}
AMUSTMERIE TR RATE SE AVEMARE
W, Mcwnting Misstaents 114,188) pitd b, 4135 ,5n IR1)] (P X 0} ) 11,8981
19, Miwsted Rate Basa QL12:L14)  05,035,IN 1,700,133 3,300,184 W (1N ] Hsnm $1,390,497
TEAR EXD RATE BASE
5. Unsdjusted yoar ond rate bose 3,801
17, ikcosaling Mdjustoents nan
15, Myntef late bise LEHLIT 348,02
RATES OF METURN
1. Per Dok 1.1 L 15071 100 12,1 ot 17,001 eae .Lin .n
020 (4 2 ¢f DD :
20, M. with hvarage hate ase .mi .10 011 12,061 th 21 LUl .M
IL32 Ipp 2 af SILIN)
21, My, sits Year end rate base 141

022 Gy 2 of SHLID

o A1 aatrs data is oa & seven day waaps banis i ke consistent with Independent Cospany settiesents calculations.

GEMERAL #O1Es

Data concermng darettory operstions Lacludes only asownts sa Bouthera Bell's Besks for 1584,

# Sinte 1hs jaterstate Vo)) rate af ratern ancludes ondy tha sttect of Pra Foren adsustaents sade ise Floplita 1t 18 aot ryprasentative
of !he qorag rate of return o & aatien side Savis.

o lucludis Uy duld aanval alfuct of the 120.2 mitlion surcharge tn ATT-C axd Intratol) sacledes the 49790 CPE charge to Independenty = 13780 for [nlertorritory sad JIVHS (ot latratetritery,

000 fosonaf of the 020, M:ilion o Revenust would Locrr Ihg rate of reture Bor Yata) Iatrastale by 40 points, Intra Tell 8y 137 points sad Intertecritory by 230 poists.
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10CAL ECTHANE LONMANT  Sauthers Bell

)

l '

FLORISR PUBLIC SERVICE OIS,
1ELEPHGHE MONTILY EAMKINGS SURVEILLACE REPORT

DPERATIONS 12-N0wTH EXRING DECERRER 31, Atdd hiphiot
1w .
nn Tetal 1544 Intratall
In 008" * Totad Inter- Intra- Intra- Inter- Intea-
Puscription Coapany hil State toll Territory Teeritery Loca)
w (] 4] ([}] s LR 11 n
“1. Yellow Page prafits ¢ 518 " 49,3001 " " " insie
K2 ME'L Settleseats for bec. B 2,470 ) 12,6 2,4 00,0021 4,400 ]
«3, Satas on Sales of Progerty 351 1] m (7] “ # m
vk Inc, Mal, to Teng. Cosh dav. Mm " " Y] 1) st i
:} Custon Catling & £ 215 (] 2,40 ) ] ’ Lin
. st of Foriod Sattinsesls 551 * TR ] [T 1] '} 10,30 [
vi. EWFIA 2,5 ] 2. ¢ [ ’ PR 1Y
5. Indepenimt Co. Seit. Effoct nn (] 2 (21 1] im ]
“¥ Lebbying Expemse i wn 114 1454 (21 5t trt}
40, Corporite Mvertislng % s [ 1 ] 3 %
“I1. Mandoned Projicts (8. m R m 1% 12 i
“l, Comlty Enpeene 1,597 3 1,000 bre ] i it "
uﬁ mecollaaeons Sut-oi-Perind t,1m ) usn 501 mn o o
Y4, Efisct of Separstions Dhanges s 1,51 i, 4111} T2 12 [0
15. Totel Myustamis 0,920 ) s 0,00 RV ) itam (4,0
mn 15,994) i3 13,0 m 2,480

16, W1 Effmt han

“ON

P=4sSM 3TqT

SST JO 0sT @bea

pTed

1I~-092026 39X>00 Osdd
TN JTATURE 05T

e sbove asouats shall Do thass sdjwstoents ascessary L raflect Comsission polscy envaerated in the Cospany’s sost recent rate
cose In scoordance witn 5 304,071 Intarie ¢aten] Jroceteres.

shoounts shown on (his (ian raprasent the “encoss podlow pagr protid as debined ja FS 364,037, [ deteraining 1his soomat, wia s anvwal
averagy Cossueer Price PndeniCPI}, for al) arbon o8 poblashed by the Bopartaent of Lobor. Alsa, ute
sverage sttess Line groath rate Jor thie calculation. The 59,500 I8 Rased o Seuthern Gell deoked dota fer 1NN,
R11 antre toll data (s on & taves day maage basts te bt consiatont with Indepomdont lespany satilesents calculglbrons.
SENERAL MOTE: .
2ata toagermng diretlory cperatasns pacludes emiy sssunls on Soethern Bell’s Bools for 1530,

Jxodey svueIrTeAIng sbHuTwred
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s

L0CM. EICHANGE COrPANY

CPERATIENS 12-MONERS E)XRING DECEWSER 31, 1984

ia $000's
Bescription

» REE A

Southera ball

FLDRIDA PUBLIC SERVILE CONMISEICH
TELEFSONE MENTILY EARNINGS SURVEILLAMCE 4EPOR

Ercess Mug-in thits
Efect of Separstions Changes
faditional P5C Depr. M),
Caprialized Luases

Total hate Base Mjustomsls

Page b of 3
. L] *
an
- (a3 Tetal 568 Intratet]
Tatal later~ Iatra- fatea- Inter- Intra-
Company Talk State Toll Territery Territory Lecal
m {r] 13 Ll H] 1) m
m IR 1] (43,2950 1,410 s 51,030 3,451
4 ,m o0 (1,104l un 1813 iam
2,540 ' 2,39 10 (#131] n [1:11)
14,4901 {0 14,7000 222 ton mi 3,410
s, 100 ] [[TREH]) Ww.nn 1,10 ($ 8 131] 11,438

e shove mul; shall be those sdjusteents mecessary Lo rellect Cannission policy souserated in the Cospany’s sast recent rate

case ja aceardance wilh FS 350,071 Uaterre rates) procedures.

A1 intrs 1001 data is 04 2 seven doy wsage basis Ln be comsisteat with Independeat Caspany settiesests calealations,

BENERAL NOTES

Data ciacerning dirsctery aperations Inclutes iy ascuats o Southern eil's Bosks for 1994,
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.
P

nOonIdA P . STvICE CoemiSiion
TELEPHONE BCATILY EARNINGS SORVEILLASCE REPORT

LOCAL CILWANEE CCAPANY  Seatbern bell
SEANTIONS 12-MowTn DNLNG DECERIER 31, 1980

(odh's) fast Pelghten
C0ST OF CAPLIAL 1a) Asouat L of Tatal Ratee Cost Rate
. w 2 m "

L Loag Ters bt 91,000,202 nan . 3.001
2, Sased Tarn Bebt i nm .21 .
1 Ewily 1,400,007 wan 15.002 5351
& Custoowr Depesity 2,553 o.M 2.1 o0
S, tost Free Capital e 1051 - -
5 i bev. tow, Er, 19,10 s.an 10,29 ot
7. Tatel Captal 93,30,9% 1ot 1029

ity et rate squale bost atherazed aitpeint.

FLORTRA DPERATICHS
TOIN, CONPANY
INTERNAL FUNDS
7. Wt Inzese fless 1K) 032,030,100 ¢
t. beprciatim m,ansun
4, Curreat elevred Tzes LRI
1. Correst 1€ 13,400
1. Other : 1,145,9%
11. Seitstal 02,9000
13, Coastruction fapenditures iH) $20,814,507
14, 1 lntermal Fueals .50
15, Mppropeialed hrvidends e d
15, 1 Interaal Funds alter dividends [(12-120723] 1950
17, Tises Interest Earaed L8

Ao, shos sveral! weighted cost rate on lavestaont 2t last authoriand wquity floor 1.001

it Incoss ¢ Interest ¢ Incase Toxes)laterest)

st last suthorized equity sanime 10,701

The per cont of Tony era doit 1o total laveater capital itotal capital sncluding custoner dnpustts, deferret Lazes and wnasoriized investosst

to credits) s inm
Tha per et
tan cradatst s 1.1

he Jurbsdictional Rveraqe Por Bosks Earned Return e Egaty is 120 . )

ta} Capital Stratlura should be reconcried 1o rate base ta accordance with the Cosntssion Order rendared In the Cospany’s lost rale case.
18} Construction supeefatures o be calculated 16 Lhe Sa0e sirter & “Iotal applacitions ta Const. sad Plaat Eap.® por Aesmsl ropert Fora B,

Schadule 120 iSawrce and Agplicatson of Fends).

(e] Jerssdactional average prr bosls airned retorn oa equity s taleslated by wning the sverall earned rate of return on list 30, colwen 3,
pege 3 08 5 and applyang this to Line 1, calesn § page 5 af 5. Froe therp calcalate the snighied 2ot ol squity (Coluan 23 and ot of

squsiy (Calusn 31 accordongly.
GULRERAL MOIEN

of short tors febt 1o tatal favestor capilal {1otal cagital mcluding custoner deposits, seferrad tases and waintrtized Jnvestomt

Bala concerming dieacteey sperations includes saly sneuats oo Southera Bell‘s bools for 1¥H,

v Iaclusas the Julb ennual atinct b ThE $26.2 million sarcharys to ATI-C,

Page 3 0d 3
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LOCAL EXCHANGE COMPANY:
OPERATIONS 12-MONTHS ENDINGi_December 31, 1984

1.

3.

&,

5.

B.
C.
A
8.

c.

Ysllow Page Profits
NOL 3166539

Ind. Co, Slttlnenl:
Total NOI

Additional Settlements for
Decesbar, 1984

NOI 5083689

Ind. Co. Settlement

ind, Co. NOI

Total NOL

Cains on Sales of Property
No% .5030763

ind. Co, Settlement

Ind. Co. NOT .

Total ROL

Income Related to Temp.
Cash Inv,

NOI .5030763

Ind. Co. Settlement

Ind, Co. NOI

Total NOIL

Custom Calling & EAS
NOI ,5030763

Ind. Co. Settlement
Ind, Co. NOI

Total

Southern Bell Talephone & Telegyaph Co,

Total
Company

{9.510)
(4,914)

(4,914)

(2,673)
{1,361)

(l.;ﬁl)

51
2n
47
(24)
253

293
148
25
a3
135

2,126
1,070

1,070

Interstate

164

82

99
L1

PROFORMA WOR. <BT

Total
Intrastate

{9,510}
(4,914)

(4,914)

(2,67a)
(1,361)

(1,361)

387
195
LY
(24)
mn

Page 1 of 3
Intra-Toll
. Total Inter= Intra~-
Intra=Toll Territory *Territory Local
- - - (9,510)
- - - (4,914)
- - - (4,914)
(2,678) ' (7,082) 4,404 -
(1,361) (3,600) 2,139 -
(1,361) (3,600) 2,239 -
108 48 62 9
Sk 23 3 141
A7 22 25 -
(24) (11) (13) -
30 12 18 . 141
57 26 k} | 137
29 . 13 16 69
25 12 12 -
(13) (6) 4] -
16 R 9 69
- - - 2,126
- - - 1,070
- - - 1,070
§
= A
w
29§
hd e
[T}

axodd esuRiIeAISs sHuTuIRd
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2 o
LTt :
PROFORMA . _AEET
LOCAL EXCHANGE COMPANY: Southern Bell Taleohone k Telegzach Co.
OPERATIONS 12-MONTHS ENDING: Decepber.il. 1984
Total Total
Company Interstate Intrastate
6. A, Out~of-Pariod Settlements {4,379 - (4,333
NOT .5083689 (2.203) - (2.203)
B. Ind. Co, Settlement - - -
Ind, Co. NOI1 - - -
C. Total NOI C . (2,203} - {2,203)
7. A. ENPIA ) 2,316 - 2,316
: NOI .5030763 1,165 - 1,165
B, Ind, Co. Sattlement - - -
C. Totsl ROI 1,165 - 1,165
8. A. Lobbying Expensa (211) (67) (144)
NOL .5166539 109 as 74
8. Ind. Co. Settlement 20 - 20
Ind. Co. NOI (10) - (10)
C. Totsl BOL 99 - 64
9. A. Corporate Advertising &6 S &1
NOX ,5166539 (24) (1) (21)
B. Ind, Co, Sattlemént (1) - N
Ind. Co, ROL L} - [ ]
C. Total WOL {20) -} (n
10. A. Absndoned Projects . 1,292 358 934
Kol .3166539 (668) (185) (483)
B. Ind, Co, Bettlement . (104) - . (104)
Ind. Co. NOX 53 - 53
C. Total NOI (615) (185) {430}

Total

Intra-Toll

(4,333)
{2,203)

(2,209)

(A5)
23
.20

(10)
13

15
(8)
m
)

235

(122)

(104)

(69)

Inter~

Territory

{55)
1

{29)

Page 2 of 3
Intra=
Territory Local
{4,333) -
(2,203) -
(2,203) -

- 2,316

- 1.‘65

- 1,165

(25) {99)

13 51
10 -
(3) -

L} 5t
5 26
(1) (13)
(2) -

1 -
{2) (13)

129 699

(67) {361)

(53) -

27 -

(4D) (361)
FERE
[T
H
wu
g gg
o
Sgrals
(L0 N
LU go

[ N
[l | O
g bog
5 8
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LOCAL, EXCHARGE COMP.
OPERATIONS 12-MOHTHS

11,

12,

13,

14,

A

B.
c.
A.
B.
c.

A,

B.
c.
A,
B.

ANY: Southern Bell Telephone & Telegraph Co,

miDING:_Decenber 31, 1984

)

PROFORMA % _dEET

Casualty Expense
NOI .5166539

Ind. Co. Bettlement
Ind, Co, NOL

Total NOL

Miscellaneous Out-of-Period
NO1

Ind, Co. Settlement

Ind, Co. NO1

Total NOL

Rffect of 1984
Separations Changes

NOL .5166539

Ind, Co. Settlement

Ind, Co. NOX

Total NOL

Ind. Co. Sattlement Effect
Ind, Co. NOI
Total MOI

Total KOL

Total
Company

1,557
(805)
(144)

74
(731)

(1,150}
1,150
m

(221)
929

163
3)
®3)

21
(220)

(6,2176)

Intarstate

543
(281)

(281)

(693)
693
693
1,361

(703)

(703)

(112)

/ '
: (
Page 3 of 3
Intra-Toll
Total Total Inter- Intra~
Intrastate Intra-Toll Territory « Territory Local
1,014 328 B U Y 184 689
(524) (168) (73) (95) (356)
(144) © (1h4) (68) (76) -
74 . e 35 39 -
(450) (94) (38) (56) {356)
(4s7) (s01) T . (284) "
457 501 nz 284 (A4)
221 221 104 117 -
(221) (221) {104) (nmn -
236 280 4113 167 (44)
(1,361) (371) (145) (226) (990)
703 192 13 117 511
163 163 10 93 -
(83) (83) (36) (Y] -
620 109 39 10 511
221 1 94 127 -
{220) (220) . (98) (122) -
ROI affect included in each proforma.
(5,964) {3,283) (3,493) 210 (2,681)
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A.

SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY
TESTIMONY OF JOHN D. MCCLELLAN
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 920260-TL

JULY 2, 1993

PLEASE STATE YOUR NAME AND ADDRESS.

JOHN D. MCCLELLAN, 1001 PENNSYLVANIA AVE. N.W.,

SUITE 350 N., WASHINGTON, D.C., 20004.

WHAT IS YOUR PROFESSIONAL ROLE?Y

I AM A SELF~-EMPLOYED REGULATORY CONSULTANT ENGAGED
IN ASSISTING CLIENTS OF THE FIRM OF DELOITTE &

TOUCHE IN UTILITY ACCOUNTING AND REGULATORY ISSUES.

WERE YOU PREVIOUSLY AFFILIATED WITH DELOITTE &

TOUCHE?

YES, I AM A FORMER PARTNER OF THE FIRM. I RETIRED
IN 1992, BUT CONTINUE TO REPRESENT THE FIRM AS A

1
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UTILITY REGULATORY SPECIALIST.

WHAT WAS YOUR ROLE AS A PARTNER OF DELOITTE &

TOUCHE?

MY PRIMARY ROLE WAS THAT OF A REGULATED INDUSTRIES
SPECIALIST FOR THE FIRM. IN CONJUNCTION WITH THAT
ROLE, I SERVED AS THE FIRM'S NATIONAL REGULATORY
PRACTICES PARTNER, HAVING PRIMARY RESPONSIBILITY
FOR THE REGULATORY ACTIVITIES OF THE FIRM.

I AM CONTINUING TO FUNCTICON AS A REGULATORY
SPECIALIST ON BEHALF OF THE FIRM, BUT IN THE

CAPACITY OF AN INDIVIDUAL CONTRACTOR.

WHEN DID YOU JOIN DELOITTE & TOUCHE?

I JOINED THE FIRM IN 1969.

WITH WHOM WERE YOU AFFILIATED PRIOR TO 196972

I WAS ON THE STAFF OF THE FLORIDA PUBLIC SERVICE
COMMISSION FROM 1957 TO 1969, AND WAS DIRECTOR OF
THE ACCOUNTING DEPARTMENT AT THE TIME I LEFT THE

COMMISSION.
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ARE YOU LICENSED AS A CERTIFIED PUBLIC ACCOUNTANT?

YES. I HAVE BEEN LICENSED AS A CPA IN A NUMBER OF

STATES.

HAVE YOU PREVIOUSLY TESTIFIED AS AN EXPERT WITNESS.

ON PUBLIC UTILITY INDUSTRY AND REGULATORY ISSUES?

YES, ON NUMERQUS OCCASIONS.

HAVE YOU PREPARED AN QUTLINE OF YOUR BACKGROUND AND

EXPERIENCE?

YES. THE OUTLINE IS ATTACHED AS APPENDIX A.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

I WAS REQUESTED BY BELLSOUTH TELECOMMUNICATIONS,
INC. ("SOUTHERN BELL" OR "THE COMPANY") TO ANALYZE
THE IMPACT OF EARNINGS ATTRITION IN THE FLORIDA
PORTION ("SOUTHERN BELL-FLORIDA") OF ITS
OPERATIONS, AND TO DETERMINE APPROPRIATE QFFSETTING
PROVISIONS IN MEASURING PROSPECTIVE FLORIDA
INTRASTATE REVENUE REQUIREMENTS. SPECIFICALtY, 1

3
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WAS REQUESTED TO EVALUATE THE IMPACT OF EARNINGS

ATTRITION ON SQUTHERN BELL-FLORIDA OPERATIONS AND

TO CALCULATE A LEVEL OF ATTRITION WHICH WOULD BE
APPROPRIATE TO CARRY THE 1993 TEST YEAR DATA
THROUGH 1994, THE YEAR FOR WHICH RATE REQUIREMENTS

ARE ACTUALLY BEING EVALUATED IN THIS PROCEEDING.

WOULD YOU SUMMARIZE THE APPROACH USED IN YQUR
ANALYSIS OF EARNINGS ATTRITION IN SOUTHERN BELL’S
FLORIDA INTRASTATE OPERATIONS, AND THE RESULTS

PRODUCED BY THE ANALYSIS?

THE ANALYSIS FOCUSED UPON THE PATTERN OF CHANGES
PER ACCESS LINE IN THE COMPANY'S FLORIDA INVESTMENT
AND OPERATIONS OVER THE 1989-1992 PERIOD, RESTATED
TO ELIMINATE THOSE CONDITIONS WHICH WERE OF AN
UNUSUAL NATURE AND NOT EXPECTED TO CONTINUE AT THE
SAME RELATIVE LEVELS INTO 1994. THE 1989-1992
NORMALIZED CONDITIONS WERE TRENDED INTO 1994 TO
CAPTURE EXPECTED CHANGES OF AN ONGOING NATURE
(E.G., SYSTEM GROWTH, INCREASING PRICE LEVELS FOR
GOODS AND SERVICES REQUIRED TO MAINTAIN CURRENT
SERVICES AND TO MEET SERVICE GROWTH, AND
IMPROVEMENTS IN OPERATING EFFICIENCIES THAT REDUCE
COSTS OF SERVICE). THE ANALYSIS SHOWS THAT IF THE

4
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NORMAL, RECURRING PATTERN IS MAINTAINED INTO 1994,
REVENUES PER ACCESS LINE REQUIRED TO MAINTAIN A
FIXED RETURN ON COMMON EQUITY WILL DECLINE BY
$4.44 PER ACCESS LINE BETWEEN 1993 AND 1994. THIS
AMOUNT WILL HELP OFFSET THE EXPENSE IMPACTS OF
OTHER ADJUSTMENTS DESCRIBED IN MR. REID’S

TESTIMONY.

WHAT WAS THE SOURCE OF THE DATA THAT YOU USED IN
MEASURING THE 1993-1994 CHANGES IN REVENUES,

INVESTMENT AND OPERATING COST LEVELS?

THESE DATA WERE TAKEN FROM EARNINGS REPORTS FILED
WITH THE COMMISSION AS PART OF RULE 25-4.0245
FILING REQUIREMENTS. EXCEPT IN THOSE AREAS WHERE
EXTERNAL FACTQRS ARE KNOWN TO DISTORT THE PATTERN
OF CHANGE, I HAVE ASSUMED THAT THE CHANGE PATTERN
IN THE DATA AS FILED WILL CONTINUE INTO 1994 AND
HAVE MEASURED THE IMPACT OF SUCH CHANGES ON REVENUE
REQUIREMENTS. THE SPECIFIC ADJUSTMENTS TO PAST
CONDITIONS, AND THE IMPACT OF A CONTINUATION OF
THESE ADJUSTED CONDITIONS ARE EXPLAINED IN THE

REMAINDER OF MY TESTIMONY.

BEFORE ADDRESSING THE PARTICULARS OF YOUR ATTRITION

5
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ANALYSIS, WOULD YOU DESCRIBE THE GENERAL APPROACH

USED?

YES. THE ANALYSIS FOCUSED UPON HISTORIC CHANGES IN
BCCESS LINES, REVENUES, INVESTMENT LEVELS AND
OPERATING EXPENSES AND QOTHER TAXES. THESE AREAS OF
ACTIVITY WERE FIRST EXAMINED TO IDENTIFY ANY
CONDITIONS THAT WERE NOT OF AN ONGOING NATURE. THE
ACTUAL DATA WERE THEN ADJUSTED FOR SUCH
ABNORMALITIES. USING LINEAR REGRESSION TECHNIQUES,
THE ADJUSTED DATA FOR THE 1989-1992 PERIOD WERE
TRENDED TO MEASURE THE INVESTMENT, REVENUE, AND
OPERATING EXPENSE CHANGES FROM 1993 THROUGH 1994.
DEPRECIATION EXPENSE CHANGES FROM 1993 THROUGH 1994
WERE COMPUTED BY APPLYING 1993 DEPRECIATION RATES
TO THE INVESTMENT CHANGES FROM 1993 TO 1994.

INCOME TAXES WERE COMPUTED BASED UPON THE 1993-1994
CHANGES IN TAXABLE REVENUES AND TAX DEDUCTIBLE

EXPENSES.

WHAT CONCLUSIONS HAVE YOU DRAWN FROM YOUR ATTRITION

ANALYSIS?

ASSUMING A CONTINUATION INTO 1994 OF THE RECENT
PATTERN OF CHANGING INVESTMENT REQUIREMENTS AND

6
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OPERATIONAL RESULTS, THERE WILL BE AN INCREASE IN
THE 1993 LEVEL QOF RETURN ON EQUITY IN 1994. THE
DECLINE IN REQUIRED RATE LEVELS IS PRODUCED BY A
COMBINATION OF INCREASED REVENUES PER ACCESS LINE
AND DECREASED LEVELS OF INVESTMENT AND EXPENSES PER

ACCESS LINE.

WHAT IS THE AMOUNT OF ATTRITION ADJUSTMENT

INDICATED BY YOUR ANALYSIS?

THE ANALYSIS INDICATES THAT THE COMPANY WILL
EXPERIENCE NEGATIVE EARNINGS ATTRITION (OR EARNINGS
ACCRETION) THAT WILL REDUCE 1994 REVENUE
REQUIREMENTS BY $22,935,666. AS MENTIONED
PREVIOQUSLY, THIS AMOUNT WILL HELP OFFSET THE
EXPENSE IMPACTS OF OTHER ADJUSTMENTS DESCRIBED IN

MR. REID'S TESTIMONY.

HAVE YOU HAD THE OCCASION TO REVIEW THE COMPANY'’S

HISTORIC EARNINGS EXPERIENCE?

YES.

IS THE ANTICIPATED NEGATIVE ATTRITION CONSISTENT
WITH THE RECENT PATTERN OF CHANGES IN COSTS

7
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INCURRED BY THE COMPANY IN PROVIDING SERVICE?

YES. MR. REID HAS SUBMITTED SCHEDULES SHOWING THAT
FROM 1984 THROUGH 1992, THE COMPANY HAS
CONSISTENTLY MANAGED TO REDUCE ITS EARNINGS
REQUIREMENTS. FOR EXAMPLE, IN 1984 THE INTRASTATE
REVENUE REQUIREMENTS WERE $510.98 PER ACCESS LINE.
IN 1992 THE INTRASTATE REVENUE REQUIREMENTS HAD
DECLINED TO $501.83, THIS DECLINE HAS BEEN
ACHIEVED IN THE FACE OF CONTINUAL INCREASES IN
PRICES THAT THE COMPANY MUST PAY IN ACQUIRING THE
GOODS AND SERVICES NEEDED TO PROVIDE ITS CUSTOMERS
WITH TELECOMMUNICATIONS SERVICES. THE ATTRITION
ANALYSIS IS PREMISED ON THE ASSUMPTICN THAT THESE
CONDITIONS CAN BE MAINTAINED, AND THAT ONGOING COST
REDUCTIONS ARE ACHIEVABLE EVEN THOUGH GENERAL COSTS

ARE PRESUMED TO CONTINUE TO INCREASE.

ARE THERE PROPOSED ADJUSTMENTS TO THE TEST YEAR

THAT ARE NOT CONSIDERED IN THE ATTRITION ANALYSIS?

YES. THE COMPANY IS PROPOSING A NUMBER OF PROFORMA
ADJUSTMENTS TO THE TEST YEAR. THESE PROFORMA
ADJUSTMENTS ARE NOT CONSIDERED IN THE ATTRITION
ANALYSIS, AND MUST BE EVALUATED SEPARATELY. FOR

8
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EXAMPLE, I UNDERSTAND THAT SOUTHERN BELL—FLORIDA

-WILL ADOPT SFAS 112 IN 1994, THIS PROPOSED

ADJUSTMENT, AND SIMILAR ADJUSTMENTS TO TEST YEAR
RESULTS, ARE INDEPENDENT OF THE ATTRITION

ADJUSTMENT.

HAVE YOU SUBMITTED A SCHEDULE THAT CONTAINS THE

RESULTS OF YOUR ATTRITION ANALYSIS?

YES. THE RESULTS OF THE ATTRITION ANALYSIS ARE
ATTACHED AS SCHEDULE JDM-1. THIS SCHEDULE SHOWS
THE CHANGES IN NET QOPERATING INCOME AND INVESTMENT
PER ACCESS LINE FROM THE 1993 TEST YEAR TO 1994.
THE ATTRITION PER ACCESS LINE AMOUNTS ARE CONVERTED
TO A TOTAL EARNINGS ATTRITION AMOUNT AND CONVERTED
TO A REVENUE REQUIREMENTS IMPACT BY APPLYING THE
APPROPRIATE TAX GROSS-UP FACTQOR. AS INDICATED ON
THIS SCHEDULE, THE REVENUE REQUIREMENTS WILL

DECLINE BY $22,935,666 FROM 1993 TO 1994.

HAVE YOU ALSC SUBMITTED SCHEDULES THAT CONTAIN THE
DETAILED ANALYSES SUPPORTING THE RESULTS IN

SCHEDULE JDM-17?

YES. THOSE SCHEDULES ARE IDENTIFIED AS SCHEDULES

9
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JDM-2 THROUGH JDM-8.

WOULD YOU BRIEFLY EXPLAIN EACH OF THE SCHEDULES

CONTAINED IN SCHEDULES JDM-2 THROUGH JDM-87?

THE SCHEDULES ARE INDIVIDUALLY IDENTIFIED AND
DESCRIBED AS FOLLOWS:

SCHEDULE JDM-2 - SQOURCE DATA:

THIS SCHEDULE, CONSISTING OF FIVE PAGES, SHOWS THE
1989-1992 INTRASTATE INVESTMENT AND OPERATING DATA
AS TAKEN FROM THE COMPANY'S RECORDS, AND THE
ADJUSTMENTS TO THE RECORDED DATA TO ELIMINATE THE
IMPACT OF CONDITIONS WHICH ARE NOT EXPECTED TO
RECUR ON AN ANNUAL BASIS. PAGES 1 AND 2 CONTAIN
THE.RECORDED INVESTMENT AND OPERATING DATA USED IN
PREPARING THE ANALYSIS. ON PAGES 3 AND 4 THE
PROFORMA ADJUSTMENTS TO THE RECCORDED DATA ARE
SUMMARIZED BY CATEGORY AND BY YEAR. THE INDIVIDUAL
ADJUSTMENTS THAT PRODUCE THE SUMMARIZED AMOUNTS ARE
SHOWN ON PAGE 5.

SCHEDULE JDM-3 - TRENDED DATA:

THIS SCHEDULE, CONSISTING OF FOUR PAGES, CONTAINS
THE TRENDING COMPUTATIONS USING LOTUS REGRESSION
PROGRAMS.

SCHEDULE JDM-4 -~ CAPITAL COST DATA:

10
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THIS SCHEDULE CONTAINS THE COMPUTATIONS OF THE
WEIGHTED COSTS OF THE VARIOQUS CAPITAL COST
COMPONENTS, WHICH ARE THEN USED IN SCHEDULES JDM-5
AND JDM-8.

SCHEDULE JDM-5 - INVESTMENT ATTRITICN:

THIS SCHEDULE, CONSISTING OF TWO PAGES, SHOWS TBAT
THERE IS AN ANTICIPATED INCREASE IN THE OUTSTANDING
INVESTMENT IN PLANT IN SERVICE PER ACCESS LINE FROM
1993 TO 1994. FURTHER, THE SCHEDULE RECOGNIZES
THAT FUNDING IS REQUIRED TO REPLACE RETIRED PLANT,
AND THAT SUCH FUNDING IS NOT MEASURED IN THE PLANT
IN SERVICE BALANCE (I.E., AS PLANT IS RETIRED AND
REPLACED, THE PLANT IN SERVICE BALANCE DOES NOT
CHANGE, BUT FUNDING IS NEVERTHELESS REQUIRED}).

THE SCHEDULE THEN RECOGNIZES THAT AS DEPRECIATION
COSTS ARE RECOVERED THROUGH REVENUES, THE FUNDS MAY
BE REINVESTED WITHOUT ANY ATTRITIONAL IMPACT SINCE
NET PLANT (I.E., THE PRIMARY DETERMINANT OF RATE
BASE) DOES NOT CHANGE. IN THE PERIOD BEING
EVALUATED, THE DEPRECIATION RECOVERY EXCEEDS THE
REQUIREMENT FOR REINVESTMENT IN FLANT AND RESULTS
IN NEGATIVE ATTRITION FOR INVESTMENT. THE EXCESS
AMOUNTS AVAILABLE ARE APPLIED EQUALLY TO DEBT AND
EQUITY CAPITAL (I.E., ASSIGNED TO DEBT AND EQUITY
CAPITAL AT 1992 CAPITAL RATIOS), AND THE CAPITAL

11
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COSTS ARE REDUCED ACCORDINGLY.

SCHEDULE JDM-6 - DEPRECIATION EXPENSES:

THIS COMPUTATION ASSUMES THAT THE 1992 RATES OF
DEPRECIATION ARE IN USE IN 1994. THE 1994
DEPRECIATION EXPENSES ARE DETERMINED BY APPLYING
THE 1992 COMPOSITE DEPRECIATION RATE TO 1994 LEVELS
OF PLANT IN SERVICE.

SCHEDULE JDM-7 - INCREMENTAL COSTS, 1993-1994:

THE INCREMENTAL 1993-1994 CHANGES PER ACCESS LINE
FOR REVENUES, OPERATING EXPENSES AND OTHER TAXES,
DEPRECIATION EXPENSES AND INVESTMENT ARE COMPUTED
ON THIS SCHEDULE. THE AMOUNTS FOR REVENUES,
OPERATING EXPENSES AND OTHER TAXES ARE TAKEN FROM
THE TRENDEb RESULTS ON SCHEDULE JDM-3. THE AMOUNTS
FOR DEPRECIATION EXPENSES ARE TAKEN FROM THE
COMPUTATIONS ON SCHEDULE JDM-6.

SCHEDULE JDM-8 - SUMMARY OF ATTRITION COMPONENTS:

THIS SCHEDULE COMBINES THE REVENUE AND EXPENSE
COMPONENTS TO COMPUTE THE INCOME TAX EFFECTS, AND
TO DETERMINE THE NET OPERATING INCOME AND

INVESTMENT ATTRITION PER ACCESS LINE.

DOES THAT COMPLETE YOUR TESTIMONY?

YES. IN CONCLUDING, HOWEVER, I SHOULD REITERATE

12
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THAT THE ANALYSIS QOF REVENUE REQUIREMENTS CHANGES

BETWEEN 1993 AND 1994 ASSUMES THAT:

* SYSTEM GROWTH WILL CONTINUE AT
APPROXIMATELY THE SAME LEVELS AS IN THE
FOUR YEARS UP THROUGH 1992,

* PRICE LEVEL INCREASES (INFLATION) ARE
CONSERVATIVELY ASSUMED TO CONTINUE AT
APPROXIMATELY THE SAME LEVEL, AND

* SOUTHERN BELL-FLORIDA WILL BE ABLE TO
CONTINUE TO REDUCE COSTS THROUGH ANNUAL

INCREASES IN QOPERATING EFFICIENCIES.

IN REVIEWING THE DATA USED IN THE ANALYSIS, I HAVE
NO REASON TO BE CONCERNED AS TO THE REASONABLENESS
OF ASSUMING THAT SUCH CONDITIONS WILL CONTINUE. I
RECOMMEND THAT THE COMMISSION RELY UPON THE
ATTRITION ANALYSIS TO MEASURE THE 1994 IMPACT OF
CONDITIONS THAT HAVE CHANGED SINCE THE END OF THE
TEST YEAR AND MOST SURELY WILL CONTINUE TO CHANGE

THROUGH THE 1994 PERIOD.

13



SOUTHERN BELL FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL

FLORIDA ATTRITION ANALYSIS MCCLELLAN EXHIBIT JDM-1
SCHEDULE 1

REVENUE IMPACT OF ATTRITION ' ATTRITION SUMMARY
PAGE 1 OF 1

INTRASTATE OPERATIONS

Line Description 1994

1 Access Lines 5168547 (1)
2 Attrition/Access Line
8 Net Operating Income ' ($0.7012)
4 Investment (1.99)(3)
5 Total ($2.68)
6 Impact on Earnings

{Line 1 x Line 6) {$13,872,096)
7 Revenue Expansion Factor 1.653367 (4)
8 Revenue Requirements ($22,935,666)

{1) Schedule 3, page 1

{2} Schedule B, line 8

{3) Schedule 8, line 12

{4) Based upon ataxrateof  39.52%



SOUTHERN BELL FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL

FLORIDA ATTRITION ANALYSIS MCCLELLAN EXHIBIT JOM-1
SCHEDULE 2
ANALYSIS DATA 19891991 INTRASTATE OPERATING DATA
. PAGE10OF 5
INTRASTATE OPERATING DATA
PERIOD
1989 1890 1891 1992
Annual Data
Access Lines 4310889 4511804 4583857 4823234
Operating Revenues 2077064 2170238 2231366 2305580
Operating Exp.& Other Taxes 1115301 1156802 1205331 1279777
Depreciation 475458 502902 544815 555776
Average Investment:
Plant 5905614 6308678 6460407 6748686
Depreciation Resserves 1896888 2238972 2324055 2668217
Nat Plant 4008726 4069706 4136352 4080469
Plant Retirements:
Florida System (1) 252774 281058 388535 315860
Florida Intrastate (2) 177855 201313 283831 234368
(1) Adj.for abnormal in 1990
(2) Adj. based on 1989 Plant
Forida Gross Plant 8310088 B719460 8762002 9065973
Intra Gross Plant 5847093 6245463 5400778 6726846
Ratio : 70.36% 71.63% 73.05% 74.20%
Average Rate Base 4070970 4144584 4165400 4046022
Rate of Return 9.49% 9.60% 9.25% 8.86%

Note: All amounts other than Access Lines are in $000



Average Capital (Intra $000):

L.T. Debt

Short Term Debt
Customer Deposits
Common Equity
LT.C

Cost Fres Capltal

Total

Cost Fate;

L.T. Dabt

Short Term Debt
Customaer Deposits
Common Equity
L.T.C.

Cost Free Capital

1989

1009263
132648
48312
1888512
187675
804660

1990

1015086
177701
49620
1949887
164482
787788

1991

1018902
231703
52606
1981270
1411986
739423

FPSC EXHIBIT NUMBER ___
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JOM—1
SCHEDULE 2

INTRASTATE OPERATING DATA
PAGE 2 OF 5

1992

1064735
118311
54920
1972179
124595
711282

4070970

8.82%
9.34%
7.53%
13.20%
11.67%

4144584

8.82%
8.28%
7.96%
13.20%
11.70%
0.00%

4165400

8.81%
6.04%
8.25%
13.20%
11.71%

8.63%
3.91%
8.57%
13.20%
11.60%
0.00%



justments to recorded data ($000)

Revenues
Op.Exp.& Taxes
Depreciation
Plant
Deprec.Reserves

Rato Base

Revenues
Op.Exp.& Taxes

sprociation
Ptant
Deprec.Reserves
Rate Base

2077064

1115301

475458

5905614

1896888

4070970

-287680
-287758

78

2082015 (1)
1115301
475458
5617934 (4)
1609130 (5}

4071048 (6)

2170238

1156802

502002

6308678

2238972

4144584

45315
~-13377
- 9567
—383682
-317459

-86223

Notes (1) through () — See Schedule 2, page Sfor

supporting details.

2215553 (1)
1143525 (2)

493335 (3)
5924996 (4)
1021513 (5)

4078361 (6}

FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JOM-1
SCHEDULE 2

INTRASTATE OPERATING DATA
PAGE3OF &



Revenues
Op.Exp.& Taxes
Depreciation
Plant
Deprec.Reserves

Rate Base

2231366 36075
1205331 —-37349

544815 -18238
6460407 -201614
2324055  —70679

4165400 —130935

Notes {1) through (6) — See Schedule 2, page 5 for

supporting details,

Revenues
Op.Exp.& Taxes

Depreciation

Deprec.Reserves
Rate Base

2305580 36471
1279777  —69115

655776 —-26815
6748686 -—-311810
2668217 -112182

4045022 -—199628

Notes (1) through (6) — See Schedule 2, pagse 5 for

supporting detaila.

2267441 (1)
1167982 (2)

526577 (3}
6258793 (4)
2253376 {5)

4034465 (6)

2342051 (1)
1210662 (2)

528961 (3)
6436876 (4)
2556035 (5)

3846354 (6)

FPSC EXHIBIT NUMBER___
FPSC DOCKET 920260 TL
MCCLELLAN EXHIBIT JOM-1
SCHEDULE 2

INTRASTATE OPERATING DATA
PAGE 4 OF §



FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JDM—1

SCHEDULE 2
INTRASTATE OPERATING DATA
. PAGESOF 5
ADJUSTMENTS TO BASE YEAR DATA ($000)
1888 18890 1991 1982
(1) Revenues
{a) To adjust earlier years to level of
net rate changes etffective in 1991 4,851 45,315 36,075 36,471
{2) Operating Expenses and Taxes
(a) To remove imcremental impact
of SPF and DEM over 1989 (13,377) (25,748) (37,839
(b) Remove bond solicitation fees (1,533)
{c) Remove early retirement cost {10,068)
{d) Remove Hurricane Andrew costs (31.276)
(18,377}  (37.349) (69.115)
(3) Depreciation
{2) To remove imcremental Impact
of SPF and DEM over 1989 (9.567) (18,238) (26.815)
{4) Plant
{a) Te remove imcremental impact
of SPF and DEM over 1989 (102,006) (201,614) (311,810)

{b) To remove inside wire amounts
from earlier yoars to be
consistent with 1991 (287.680) (281,676) ] ]

(267,680) (383,682) (201.614) (311,810)

{5} Depreciation Reserves
{a) To remove imcremental impact
of SPF and DEM over 1982 {35,708) (70,678) (112,182)
{b) To remove inside wire amounts
from earfier years o be

consistent with 1991 (287,758) (281,756) 0
(267.758) (317.459) (70.679) (112,182)
(6) Rate Base
{a) To remove Imcremental impact
of SPF and DEM over 1989 {66,303) (130,935) (199.628)

{b) To remove inside wire amounts
from earlier years to be _
consistent with 1592 78 a0

78 (66,223) (130,035 (199,628)




1989

1980

1991

1092

1993

1994

SOUTHERN BELL

FLORIDA ATTRITION ANALYSIS

TREND LINE DATA

INTRASTATE OPERATIONS—-ADJUSTED

Access
Lines(1)

Revenues(1)

Oper.Exp.
& Taxes(1)

Deprec.(2)

Gross
Plant(1)

FPSC EXHIBIT NUMBER___
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JOM—1
SCHEDULE 3

TREND LINE DATA

PAGE 1 OF 4

Plant
Retirements(3)

4310969
4511804
4663857

4823234

4999668
5168547

5337426

2082015
2215553
2267441

2342051

2434764
2517964

2601163

1115301

1143525

1167982

1210662

1237003

1268057

1298111

475458
493335
526577

526961

555283
578225

N/A

5617934

5924996

6256793

6436876

6757306

7036368

7315430

(1) 1993—1995 trended data from Schedule 3, pages 2-4.

(2) 1993 & 1994 depreciation expense from Schedule 6.

(3) 1993—1985 retirements based on 1989—1992 average.

Note: All amounts other than Access Lines are in $000

177855
201313
283631

234368

224342
224342

224342



Regression Analyses:

.near Regression Trend Data Base

—————— — — . — i i S ———— —— - L1 . T .l ] — S —

—————— e o — i i ke ki ¢ ————— s ik

1989 4310989 2082015 1115301
19390 4511804 2215553 1143525
1991 4663857 2267441 1167982
1992 4823234 2342051 1210662
1993 4999668 2434764 1237003
1994 5168547 2517964 1268057
1995 5337426 2601163 1298111
Access Lines
Regression Output:
Constant —3.32E+08
Std Err of Y Est 17125404
R Squared 0.9959035
No. of Observations 4
Degrees of Freedom 2
X Coefficient(s) 1686788
itd Err of Coef. 7658.71353
1993 4999668
1994 5168547

1995 £337426

6757306
7036366
7315430

FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260 —TL
MCCLELLAN EXHIBIT JOM -1
SCHEDULE 3

TREND LINE DATA
PAGE2OF 4



FPSC EXHIBIT NUMBER
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JOM—1

SCHEDULE 3
Sevenues TREND LINE DATA
——————————— : PAGE30F 4
Regression Output:

Constant ’ —1.63E+08
Std Err of Y Est 26578.214
R Squared 0.9607812
No. of Observations 4
Degrees of Freedom 2
X Coeflicient(s) 831996
Std Err of Coef, 11886.1380

1993 2434764

1994 2517964

1985 2601163
Op.Exp. & Taxes

Regression Output:

Constant —60653619
Std Errof Y Est 6181.5042
R Squared 0.0843078
No. of Observations 4
Degrees of Freedom 2
X Coefficient(s) 31054
Std Err of Coef. 2764.45273

1993 1237003

1994 1268057

1995 1298111



Plant
Regression QOutput:
anstant —549E+08
.idErrof Y Est 53959.602
R Squared 0.9852650
No. of Observations 4
Degrees of Freedom _ 2
X Coefficient(s) 279062.3
Std Err of Coef. 241314680 24660178
1993 6757306
1994 7036368
1995 7315430
Plant Retirements

Due to the variance in retirement patterns,
an average for the 1989/1992 period is used.

1989/1592 Average 224342

FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT OM—1
SCHEDULE 3

TREND LINE DATA

PAGE 4 OF 4



SQUTHERN BELL
FLORIDA ATTRITION ANALYSIS

CAPITAL COST DATA
INTRASTATE OPERATIONS

Cost of L.T. Debt

Ratio
Embedded Cost
‘Weighted Cost—Current

Short Term Debt

Ratio
Current Cost
Weighted Current Cost

Customer Deposits

Ratio
Cost
Weighted Cost

LT.C.

Ratio
Cost
Weighted Cost

Common Equity
Ratio
Cost
Weighted Current Cost
Weighted Current Cost + ITC

Debt Cost
Long Term 2.27%
Short Term 0.11%
Cust.Dep. 0.12%
1.7.C. 0.09%

Deferred Taxes 0

(1) Amounts from Schedule 2, page 2

Amount(1)

26.32%
8.63%
2.27%

2.92%
3.91%
0.11%

1.36%
8.57%
0.12%

3.08%
11.60%
0.36%

48.74%
13.20%
6.43%
6.70%

FPSC EXHIBIT NUMBER___
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JDM—1
SCHEDULE 4

CAPITAL COST DATA

PAGE 1 OF 1



SOUTHERN BELL FPSC EXHIBIT NUMBER___

FPSC DOCKET 920260—TL
FLORIDA ATTRITION ANALYSIS MCCLEULAN BXHIBIT JOM—1
SCHEDULES
CAPITAL AND INVESTMENT DATA CAPITAL AND INVESTMENT DATA
PAGE1 OF2
INTRASTATE OPERATIONS
Line  Description Amount
1. Funding Requirements:
2 Increase in Gross Plant per Access Line
1993/1984 £5.62
Plant Retirernents per Access Line
5. 1994 43.41
6. Total 99.22
Funding Sources:
8 Depreciation Recovery—1884
{1994 Plant x Rate / Access Line) 111.87

9. Working capital 539 (1)

i0. Reused materials 3.33(1)

1", Total Intemal Funding 120.59

12 Bxdemal Funding Requirements (21.37)

This Schedule is designed to measure the additional plant

funded over the period and the sources of depreciation funds
available to fund the additions, converted to access line amounts.
The computations are based on the plant and depreciation data on
Schedule 3, page 1 for all amounts except lines 9 and 10.

{1) See Schedule 5, page 2



FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260~ TL
MCCLELLAN EXHIBIT JOM—1

SCHEDULES
CAPITAL AND INVESTMENT DATA
PAGE2OF 2
Investment Attrition:
Debt Commoen Total
1. Weighted Cost {1) 2.59% 6.70%
2. Funding Requirements {2) (21.37) (21.37)
3. Cost per A/l. {0.55) (1.43) {1.89)
{1) Schedule 4
(2) Schedule 5, page 1
Working Capital:
199311994 Increased negative amount per access line 5.39

Reused materials ( included in plant additions,
but not requiring capital expenditures):

1994 Reused materials per access line 3.33



SOUTHERN BELL
FLORIDA ATTRITION ANALYS!S
DEPRECIATION EXPENSES

INTRASTATE OPERATIONS

Description

— e e — - — e ——————————

Plant in Service —1992
Depreciation expenses — 1992
Composite Depreciation Rate
Plantin Service-1993
Depreciation Expenses — 1993
Plant in Service—1994
Depreciation Expenses — 1994
(1) Schedule 3, page 1

{2) Line 2/Line 1

(3} Line 3 x Line 4

(4) Line3xLine &

Note—-Amounts in $000

FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260~TL
MCCLELLAN EXHIBIT JOM—1
SCHEDULE &
DEPRECIATION

PAGE 1 OF 1

Amount

6436876 (1)
528961 (1)
8.22% (2)

6757306 (1)
555203 (3)

7036368 (1)

578225 (4)
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SOUTHERN BELL
FLORIDA ATTRITION ANALYS!S

INCREMENTAL CHANGES -~ 1994 OVER 1993
INTRASTATE OPERATIONS

Description

———————— e . — ——— o ———

Operating Ravenues(1)

Revenues — 1993 ($000)

Access Lines — 1993

Revenues per Access Line—-1993
Revenues-1994 {$000)

Access Lines —1994

Revenues per Access Line—1994
Increment/Access Line

Operating Expenses and Other Taxes(1)

Op.Exp.& Taxes—1993 ($000)
Amount per Access Line—1993
Op.Exp. & Taxes—1994 ($000)
Amount per Access Line—1994
Increment/Access Line

Depreciation Expenses(1)

Depreciation Expense—1993 ($000)
Amount per Access Line—1993
Depreciation Expense—1994 ($000)
Amount per Access Line—1994
Increment/Access Line

Gross Plant Investment(1)

Gross Plant—1993 {$000)
Amount per Access Line—1993
Gross Plant—1994 ($000)
Amount per Access Line—1994
Increment/Access Line

Data Source — Schedule 3, page 1

2434764
4999668
486.99
2517964
5168547
487.17
0.19

1237003
247.42
1268057
245.34
—2.08

£55293
111.07
578225
111.87
0.81

6757306
13561.55
7036368
1361.38
9.83

FPSC EXHIBIT NUMBER___
FPSC DOCKET 920260 1L
MCCLELLAN EXHIBIT JOM—1
SCHEDULE 7
INCREMENTAL CHANGES
PAGE 1 OF 1



Line

10

1

32

SOUTHERN BELL
FLORIDA ATTRITION ANALYSIS

SUMMARY OF COMPONENTS
INTRASTATE OPERATIONS

Description

N.O.l. Attrition:
Operating Revenues
Oper.Expenses & O/Taxes
Depreciation Expenses
Pre—tax Amount
Income Taxes

Tax Effect of Interest
Total

Investment Attrition:
Interest
Return to Common

Total

{1) Schedule 7, line 8

{2) Schedule 7, line 14

{3} Schedule 7, line 20

{4) Line 5 x tax rate of

{5) Line 10 x tax rate of

{6) Schedule 5, page 2, line 3

37.63%
37.63%

FPSC EXHIBIT NUMBER____
FPSC DOCKET 920260-TL
MCCLELLAN EXHIBIT JDM -1
SCHEDULE 8

ATTRITION COMPONENTS
PAGE 1 OF 1

Aftrition/
Access Line

(Q.19)(1)
(2.08){2)

0.81 (3)

(0.55)(4)

{0.21)(5)

(0.55)(6)

{1.43)(6)



Affiliation:

Professional:

Experience;

FPSC Exhibit Number
FPSC Docket 920260-TL
McClellan Exhibit JDM-9
Appendix A

JOHN D. McCLELLAN  Page 1 of 3

Regulatory Consultant
Deloitte & Touche _
Certified Public Accountants
1001 Pennsylvania Ave, N.W.
Washington, D.C. 20004

Certified Public Accountant - licensed by the States of Florida, Minnesota,
Iowa, Texas, Louisiana, New York, North Carolina, Virginia, and the District
of Columbia.

Member of American Institute of Certiﬁéd Public Accountants (AICPA)

Served on Various Utility Industry Committees
® NARUC Committee on Accounting
® NARUC Committee on Telephone Separations
® NARUC Committee on Affiliated Company Operations
® AGA Rate Committee
® AICPA Liaison with Federal Power Commission
® AICPA Panel of Advisors to Federal Government
® TSCPA Committee on Regulated Utilities
® Board of Directors-lowa State Regulatory Conference

Florida Public Service Commission, 1957 - 1969

As Director of the Commission’s Accounting Department, participated in all
rate proceedings and was responsible for all activities requiring accounting and
financial expertise.

Areas of Activity:

® Accounting procedures development

® Audits of financial records

® Rate base determination

® Test period operating results determination
® Rate of return and cost of capital studies
@ Cost allocations by customer class

® Cost allocations by services

® Cost allocations by jurisdictions

® Depreciation requirements

® Rate structure and design

® Automatic adjustment clauses



FPSC Exhibit Number
FPSC Docket 920260-TL
McClellan Exhibit JDM-9
Appendix A

John D. McClellan Page 2 of S

Page 2

Deloitte & Touche, 1969 - 1992

Joined the D&T Public Utilities Department in 1969 as a specialist in
public utility accounting and regulatory policies and procedures,
providing services to a wide variety of regulatory, consumer, and
industry clients in rate proceedings, problem analyses, special studies,
and personnel training.

Functioned for a number of years as the firm’s National Regulatory
Practices Partner, and upon retirement from the partnership in 1992,
began serving the firm as a regulatory specialist in a consuiting role.

Regulatory Consultant, 1992 to date

Presently serving D&T as a regulatory consultant to the firm’s utility
industry practice, providing utility accounting and ratemaking services
to the firm’s utility industry clientele.

Clients Served: Clients assisted in regulatory issues include the following, grouped
according to the client role in the engagement:

Operating Utilities:

Privately and publicly owned electric, gas, telephone, and water and
sewer companies throughout the U.S. and Canada.

Regulators:

Canadian National Energy Board
Canadian Transport Commission
Ontario Energy Board

New York Public Service Commission
Texas Public Utility Commission
Missouri Public Service Commission
Illinois Commerce Commission
Vermont Public Service Commission
Rhode Island Pubiic Utility Commission
Hillsborough County - Tampa, Florida
City Council - Port Arthur, Texas
City Council - San Marcos, Texas



John D. McCleilan
Page 3

FPSC Exhibit Number
FPSC Docket 920260~TL
McClellan Exhibit Jom-9
Appendix A

Page 3 of 5

Consumers:

Delaware Industrial Group

Virginia Industrial Group

virginia Committee for Fair Rates
Connecticut Industrial User

City of Martinsville, Va.

Southern Union Gas Company
Group of Texas Electric Cooperatives
Group of Texas Municipal Electrics
Attorney General of Virginia
Public Counsel of Vermont
Ghanian Aluminum Smelter
Canadian Industrial Gas User

Assisted a wide variety of clients in the role of an expert witness on
utility accounting and ratemaking procedures. Appearances have
been made before the following authorities:

Florida Public Service Commission
Florida Legislative Committee

Florida Environmental Agency

Texas Public Utility Commission

Texas Railroad Commission

Texas Senate Committee

Georgia Public Service Commission

South Carolina Public Service Commission
South Carolina Legislative Committee
North Carolina Public Utilities Commission
Virginia Corporation Commission '
Delaware Public Service Commission
Connecticut Public Utilities Commission
Vermont Public Utilities Commission

New Mexico Public Service Commission
Mississippi Public Service Commission
Maryland Public Service Commission
Arkansas Public Service Commission
Oklahoma Corporation Commission
Missouri Public Service Commission



John D. McClellan
Page 4

Miscellaneous:

FPSC Exhibit Number
FPSC Docket 920260-TL
McClellan Exhibit JDM-9
Appendix A

Page 4 of 5

Ohio Public Utilities Commission
Arizona Corporation Commission

Idaho Public Utilities Commission
Pennsyivania Public Utilities Commission
Rhode Island Public Utilities Commission
Alaska Public Utilities Commission
Sarasota County Commission - Florida
New Orleans City Council

Dade County Water Commission - Florida
El Paso City Council - Texas

Port Arthur City Council - Texas

Waco City Council - Texas

Arlington City Council - Texas

San Marcos City Council - Texas
Hickory City Council - North Carolina
14th District Court of Texas - Ft. Worth
48th District Court of Texas - Dallas
54th District Court of Texas - Tyler

U.S. District Court - Wheeling, W.Va.
U.S. District Court - Hartford, Conn.
U.S. District Court - Raleigh, N.C.

U.S. District Court - Hammond, Ind.
U.S. Tax Court - Washington, D.C.
Federal Energy Regulatory Commission
Ontario Energy Board

Canadian National Energy Board

Graduate of Florida State University

Prepared training materials and conducted Staff Training Seminars
for the staff members of the Federal Energy Regulatory
Commission, the Florida P.S.C., the Illinois Commerce
Commission, the Missouri P.S.C., the New York P.5.C., the
Arkansas P.S.C. and the Texas P.U.C.

Prepared training courses and conducted numerous D&T Staff
Training Seminars



John D. McClellan
Page 5

FPSC Exhibit Number
FPSC Docket 920260-TT,
McClellan Exhibit Jom-9
Appendix A

Page S of 5

Prepared training materials and conducted training seminars for
various public utilities

Instructor at Florida P.S.C. Seminar for Servicio Nacionale de
Electricidad, San Jose, Costa Rica

Instructor at various Texas Society of CPA’s Regulatory Seminars

Instructor at Texas A&M University Program for Management
Development

Panelist at Iowa State University Regulatory Conference
Instructor at AGA Gas Rate Fundamentals Course

Co-developer and instructor of the D&T sponsored seminar on the
Tax Aspects of Regulation

Co-author of D&T Public Utilities Manual

Contributing author to Accounsing for Public Utilities
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SOUTHERN BELL TELEPHONE AND TELEGRAPH COMPANY
TESTIMONY OF DR. RANDALL S. BILLINGSLEY
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DOCKET NO. 920260-TL

JULY 2, 1993

I. INTRODUCTION

PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS

ADDRESS.

MY NAME IS RANDALL S. BILLINGSLEY. I AM VICE
PRESIDENT OF THE ASSOCIATION OF INVESTMENT
MANAGEMENT AND RESEARCH (AIMR) IN THE EDUCATION AND
PROGRAMS DEPARTMENT. I AM CURRENTLY ON LEAVE FROM
MY POSITION AS ASSOCIATE PROFESSOR OF FINANCE AT
VIRGINIA POLYTECHNIC INSTITUTE AND STATE
UNIVERSITY. 1IN ADDITION TO THE DUTIES PERFORMED
FOR THE ABOVE APPOINTMENTS, I ALSO ACT AS A
FINANCIAL CONSULTANT IN THE AREAS OF COST OF
CAPITAL ANALYSIS, FINANCIAL SECURITY ANALYSIS AND
VALUATION, AND INVESTMENT ANALYSIS. MY BUSINESS
ADDRESS IS ASSOCIATION FOR INVESTMENT MANAGEMENT

AND RESEARCH, EDUCATION AND PROGRAMS DEPARTMENT, 5
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BOAR'S HEAD LANE, P. O. BOX 3668, CHARLOTTESVILLE,

VIRGINIA 22903.

DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

PROFESSIONAL QUALIFICATIONS.

I RECEIVED A B.A. DEGREE IN ECONOMICS FROM TEXAS
TECH UNIVERSITY IN 1976. I RECEIVED AN M.S. DEGREE
IN ECONOMICS IN 1978 AND A PH.D. DEGREE IN 1982,
BOTH FROM TEXAS A&M UNIVERSITY. WHILE COMPLETING
MY PH.D., I WORKED AS A RESEARCH ASSOCIATE AT THE
TEXAS TRANSPORTATION INSTITUTE DOING ECONOMIC
POLICY RESEARCH. 1IN 1986, I RECEIVED THE CHARTERED
FINANCIAL ANALYST (CFA) DESIGNATION. IN 1987, I
WAS PROMOTED TO ASSOCIATE PROFESSOR OF FINANCE WITH
TENURE AT VIRGINIA POLYTECHNIC INSTITUTE AND STATE
UNIVERSITY. I HAVE TAUGHT COURSES ON INVESTMENTS,
FINANCIAL MARKETS, BANK MANAGEMENT, AND CORPORATE
FINANCIAL MANAGEMENT. I HAVE BEEN ACTIVE IN
TEACHING AT THE UNDERGRADUATE, MBA, AND FH.D.
LEVELS. 1IN MID-1992, I EARNED THE CERTIFIED RATE
OF RETURN ANALYST (CRRA) DESIGNATION. 1IN JANUARY
OF 1993, I ACCEPTED THE POSITION OF VICE PRESIDENT
AT AIMR. THE ORGANIZATION HAS A MEMBERSHIP OF OVER

22,500 INVESTMENT ANALYSTS, PORTFOLIO MANAGERS, AND
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OTHER INSTITUTIONAL INVESTMENT DECISION-~MAKERS.
OUR MEMBERS ARE EMPLOYED BY BROKER-DEALERS, BANKS,
MUTUAL FUNDS, INVESTMENT MANAGEMENT FIRMS,
INSURARCE COMPANIES, PUBLIC AND PRIVATE PENSION
FUNDS, AND OTHER INVESTMENT ENTERPRISES. AIMR
PROVIDES CONTINUING EDUCATION SEMINARS AND
ADMINISTERS THE CHARTERED FINANCIAL ANALYST
PROGRAM, WHICH IS A WIDELY RECOGNIZED THREE-YEAR
CURRICULUM AND SET OF EXAMINATIONS THAT DEVELOP
INVESTMENT ANALYSIS SKILLS. MY RESPONSIBILITIES
INCLUDE THE DESIGN AND OFFERING OF CONTINUING
EDUCATION PROGRAMS TO MEET THE NEEDS OF AIMR'S
MEMBERS IN PARTICULAR AND THE INVESTMENT INDUSTRY
IN GENERAL. I ALSO DIRECT THE DEVELOPMENT AND
DESIGN OF EDUCATION TECHNROLOGY PROJECTS. THESE
PROJECTS INLCUDE VIDEOS, PERSONAL COMPUTER
SOFTWARE, AND MULTIMEDIA PRODUCTS ON VARIOUS

INVESTMENT TOPICS.

HAVE YOU PUBLISHED ANY RESEARCH IN THE AREA OF

FINANCE?

YES, I HAVE PUBLISHED OVER TWENTY ARTICLES IN
VARIOUS PROFESSIONAL JOURNALS. MY ARTICLES HAVE

BEEN PUBLISHED IN THE JOURNAL OF BANKING AND
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FINANCE, JOURNAL OF BANK RESEARCH, JOURNAL OF

FINANCIAL RESEARCH, JOURNAL OF FUTURES MARKETS,

JOURNAL OF THE INSTITUTE OF CERTIFIED FINANCIAL

PLANNERS, JOURNAL OF PORTFOLIO MANAGEMENT,

FINANCIAL MANAGEMENT, FINANCIAL REVIEW, FUTURES,

MANAGERIAL FINANCE, QUARTERLY JOURNAL OF BUSINESS

AND ECONOMICS, AND STRATEGY AND EXECUTIVE ACTION.

MY RESEARCH HAS BEEN CITED IN THE WALL STREET

JOURNAL, ABSTRACTED IN THE JOURNAL OF ECONOMIC

LITERATURE AND THE CFA DIGEST, AND REPRINTED IN CFA

READINGS IN DERIVATIVE SECURITIES.

DESCRIBE THE NATURE AND SCOPE OF YOUR ACTIVITIES IN

THE FINANCE PROFESSION.

MY WORK WITH AIMR BRINGS . ME INTO FREQUENT CONTACT
WITH A  VARIETY OF INVESTMENT PROFESSIONALS. I DEAL
WITH PORTFOLIO MANAGERS AND SECURITY ANALYSTS IN
THE COURSE OF PLANNING CONTINUING EDUCATION
PROGRAMS, DEVELOPING EDUCATION TECHNOLOGY PROJECTS,
AND IN DISCUSSING NEW DEVELOPMENTS IN THE

INVESTMENT INDUSTRY.

IN ADDITION TO CONDUCTING FINANCIAL RESEARCH FOR

PUBLICATION, I HAVE ACTED AS AN ARTICLE REVIEWER
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FOR NUMEROUS PROFESSIONAL JOURNALS AND HAVE HAD A
NUMBER OF MY STUDIES PRESENTED AT FINANCE
CONFERENCES. FURTHER, I HAVE RECEIVED TEACHING
AWARDS AT BOTH THE UNDERGRADUATE AND GRADUATE
LEVELS. I SERVED AS A MEMBER OF THE CANDIDATE
CURRICULUM COMMITTEE OF THE INSTITUTE OF CHARTERED
FINANCIAL ANALYSTS, THE GOVERNING BODY OF THE CFA
PROGRAM, FOR TWO YEARS. MY FINANCIAL CONSULTING
CLIENTS IN ADDITION TO SOUTHERN BELL TELEPHONE AND
TELEGRAPH COMPANY (SOUTHERN BELL) HAVE INCLUDED
AIMR, BELL ATLANTIC, THE FINANCIAL ANALYSTS’ REVIEW
OF THE UNITED STATES, THE INSTITUTE OF CHARTERED
FINANCIAL ANALYSTS, AND UNION BANK OF SWITZERLAND.
IN MY CAPACITY AS A CONSULTANT TO FINANCIAL
ANALYSTS’ REVIEW, I HAVE CONDUCTED SEMINARS ON
EQUITY VALUATION AND ANALYSIS IN THE UNITED STATES,

ASIA AND EUROPE.

MORE DETAILS ON MY QUALIFICATIONS MAY BE FOUND IN

BILLINGSLEY EXHIBIT RSB-3 (APPENDIX A).

HAVE YOU PREPARED EXHIBITS TO ACCOMPANY THIS

TESTIMONY?

YES, MY FIVE EXHIBITS CONSIST OF TWO SCHEDULES AND
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THREE APPENDICES, WHICH WERE PREPARED BY ME OR

UNDER MY DIRECTION AND SUPERVISION.
II. PURPOSE AND SUMMARY OF CONCLUSIONS
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE?

MY PURPOSE IS TO PROVIDE THE FLORIDA PUBLIC SERVICE
COMMISSION (COMMISSION) WITH A DETERMINATION OF THE

COST OF EQUITY CAPITAL FOR SOUTHERN BELL.

PLEASE DESCRIBE THE APPROACHES THAT YOU USED TO
DETERMINE SOUTHERN BELL’S COST OF EQUITY CAPITAL

AND SUMMARIZE YOUR CONCLUSIONS.

MY ANALYSIS USES OBJECTIVE MARKET DATA TO DETERMINE
SOUTHERN BELL'S COST OF EQUITY CAPITAL FROM TWO
DISTINCT BUT COMPLEMENTARY APPROACHES. SINCE
BELLSOUTH TELECOMMUNICATIONS, DOING BUSINESS IN
FLORIDA AS SOUTHERN BELL, IS A SUBSIDIARY OF
BELLSOUTH, IT DOES NOT HAVE EQUITY TRADING

IN THE MARKET. THUS, THERE IS NO DIRECT MARKET
EVIDENCE ON SOUTHERN BELL’S COST OF EQUITY CAPITAL.
IN THE FIRST APPROACH I APPLY THE DISCOUNTED CASH

FLOW (DCF) MODEL TO A GROUP OF FIRMS IDENTIFIED TO
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BE OF COMPARABLE RISK TO SOUTHERN BELL. AN AVERAGE
COST OF EQUITY CAPITAL IS CALCULATED BY APPLYING
THE DCF MODEL TO THIS GROUP OF COMPARABLE FIRMS IN
ORDER TO PROVIDE AN OBJECTIVE, MARKET-DETERMINED
COST OF EQUITY CAPITAL FOR SOUTHERN BELL. THE
SECOND APPROACH I USE IS A RISK PREMIUM APPROACH
THAT INCLUDES EVIDENCE AS TO THE CHANGE IN THE RISK
PREMIUM RESULTING FROM CHANGES IN THE LEVEL OF

INTEREST RATES.

MY ANALYSIS DETERMINES THE COST OF EQUITY FOR
SOUTHERN BELL TO BE 14.18% TO 14.29% USING THE
COMPARABLE FIRM GROUP DCF MODEL APPROACH. THE RISK
PREMIUM APPROACH, WHICH INCLUDES AN EXPLICIT
ADJUSTMENT TO THE RISK PREMIUM FOR THE RECENT
DECLINE IN INTEREST RATES, INDICATES A COST OF
EQUITY  CAPITAL FOR SOUTHERN BELL OF 13.90% TO
14.18%.

FROM THESE ANALYSES, I CONCLUDE THAT THE CURRENT
COST OF EQUITY CAPITAL FOR SOUTHERN BELL IS WITHIN
THE RANGE OF 13.90% TO 14.29% WITH A MIDPOINT OF
14.10%. BASED ON MY UNDERSTANDING THAT THIS
COMMISSION SET SOUTHERN BELL’S RATES AT AN EQUITY
RETURN OF 13.2% IN 1988 AND 1990, IT IS MY OPINION
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THAT THE COST OF EQUITY IS ACTUALLY HIGHER THAN
THAT, ALTHOUGH IT STILL REMAINS IN THE RANGE OF
11.5% TO 16.0% ESTABLISHED BY THIS COMMISSION IN
1988.

III. REGULATORY AND ECONOMIC STANDARDS USED

IN COST OF EQUITY ANALYSIS

WHAT REGULATORY STANDARDS GUIDE THE DETERMINATION

OF THE COST OF EQUITY CAPITAL FOR A PUBLIC UTILITY?

TWO IMPORTANT SUPREME COURT DECISIONS, BLUEFIELD
AND HOPE, PROVIDE THE ESSENTIAL STANDARDS THAT ARE
APPLIED IN THE REGULATION OF A PUBLIC UTILITY’S
ALLOWED RATE OF RETURN. THE FIRST STANDARD IS THAT
A PUBLIC UTILITY SHOULD BE ALLOWED EARNINGS
OPPORTUNITIES SUFFICIENT TO ENABLE IT TO ATTRACT
CAPITAL ON REASONABLE TERMS. THE SECOND STANDARD
IS THAT A PUBLIC UTILITY SHOULD BE ALLOWED THE
OPPORTUNITY OF EARNING AT A LEVEL COMPARABLE TO

OTHER FIRMS OF CORRESPONDING RISKS.

PLEASE ELABORATE ON THE FIRST STANDARD.

THE FIRST REGULATORY STANDARD 1S BASED ON THE
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BLUEFIELD CASE, WHICH STATED THAT A PUBLIC

UTILITY'S:

".+.. RETURN SHOULD BE REASONABLY
SUFFICIENT TO ASSURE CONFIDENCE IN THE
FINANCIAL SOUNDNESS OF THE UTILITY AND
SHOULD BE ADEQUATE, UNDER EFFICIENT
AND ECONOMICAL MANAGEMENT, TO MAINTAIN
AND SUPPORT ITS CREDIT AND ENABLE IT
TO RAISE THE MONEY NECESSARY FOR THE
PROPER DISCHARGE OF ITS PUBLIC

DUTIES."

THIS CASE ESTABLISHES THE REGULATORY STANDARD THAT
A PUBLIC UTILITY'S ALLOWED RATE OF RETURN SHOULD BE
SUFFICIENT TO PERMIT IT TO ATTRACT THE CAPITAL THAT
IT NEEDS TO MEET ITS RESPONSIBILITIES. 1IN ORDER TO
MAINTAIN THE ABILITY TO ATTRACT CAPITAL, A PUBLIC
UTILITY MUST ASSURE THAT ITS FINANCIAL INTEGRITY IS
NOT COMPROMISED.

PLEASE DISCUSS THE SECOND STANDARD.

THE SECOND STANDARD IS BASED ON THE HOPE CASE,

WHICH STATED THAT:
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"... THE RETURN TO THE EQUITY OWNER
SHOULD BE COMMENSURATE WITH RETURNS ON
INVESTMENTS IN OTHER ENTERPRISES
HAVING CORRESPONDING RISKS. THAT
RETURN, MOREOVER, SHOULD BE SUFFICIENT
TO ASSURE CONFIDENCE IN THE FINANCIAL
INTEGRITY OF THE ENTERPRISE, SO AS TO
MAINTAIN ITS CREDIT AND TO ATTRACT

CAPITAL."

THE HOPE CASE CONSEQUENTLY ESTABLISHES THE STANDARD
THAT A PUBLIC UTILITY'S ALLOWED RATE OF RETURN WILL
NOT BE APPROPRIATE UNLESS IT IS COMPARABLE TO THE
RETURNS OF INVESTMENTS OF COMPARABLE RISK. IN
TERMS OF THE CURRENT PROCEEDINGS, THIS STANDARD
IMPLIES THAT SOUTHERN BELL’S ALLOWED RATE OF RETURN
SHOULD BE COMMENSURATE WITH THE EXPECTED RATE OF
RETURN ASSOCIATED WITH THE RISK FACED BY EQUITY

HOLDERS IN FIRMS OF COMPARABLE RISK.

WHAT ECONOMIC STANDARDS ARE RELEVANT IN DETERMINING

THE COST COF EQUITY CAPITAL?

SEVERAL FUNDAMENTAL ECONOMIC STANDARDS ARE USED TO

=10~
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DETERMINE THE COST OF EQUITY CAPITAL. THESE
STANDARDS ARE IMPLIED BY THE CONCEPTS OF
OPPORTUNITY COST, THE RISK/RETURN TRADE-OFF, AND
MARKET EFFICIENCY. IF THE PROCESS USED TO
ESTABLISH THE COST OF EQUITY IS NOT CONSISTENT WITH
THOSE STANDARDS, THEN THE RESULTING ESTIMATE WILL
BE BIASED. SUCH A COST OF EQUITY WOULD NOT TREAT
RATEPAYERS FAIRLY AND COULD DAMAGE THE ABILITY OF
SOUTHERN BELL TO RAISE FUNDS, THEREBY COMPROMISING
THE FIRM’S CAPACITY TO CONTINUE PROVIDING
APPROPRIATE‘TELECOMMUNICATIONS SERVICES IN THE

STATE OF FLORIDA.

WHAT IS THE CONCEPT OF OPPORTUNITY COST AND HOW
DOES THE COST OF EQUITY CAPITAL DEPEND ON ITS

RECOGNITION?

INVESTORS HAVE THE OPPORTUNITY TO PUT THEIR MONEY
TO WORK IN A VARIETY OF DIFFERENT