
PUBLI 


>.:'TATE OF FLORIDA 

BEFORE THE 

Comprehensive Re\'jew of the ) 

Revenue Requirements and Rate } Docket No. 920260-TL 

Stabpization Plan,C?f Southern ) 

Bel! felephone & lelegraph Company ) 


ry .--
OF 

RANDY !VI. ALLEN 

ON REVENUE REQUIREl\1El\T ISSUES 

ON BEHALF OF THE 

OFFICE OF PUBLIC COUNSEL 

AND FLORIDA CITIZEN 

NOVEl\1BER l6~ 1992 

EXETER S~ .~, ./Y'l~3-,;). 

Associates, Inc. 


1 
 15 : ..10801 Lock.....ooo Drivs 

S~i;e J50 

Silver SOling. MO 20901 




TABLE OF CONTENTS 

Page 

Introduction and Scope . . . . . . . . .  . . . . . . . . . . . . . . . . . . . .  

Summary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

1 

5 

Software Costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I - 
J ' ;  J (1 

L, i- Promotional Activities . . .  .f)oJA@.?'.!'.:. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 1J 1 

- 18) Voluntary Enhanced Early Retirement (VEER) Program . . . . . . . . . . . . . . . . . . . .  12 

~59 Incentive Bonus Expense - .24 ,B' . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . !b 2 4  
- 

,-a Postretirement Benefits . . . . . . . . . .  - 
jq 4 Uncollectible Accounts Expense . . . . . . . . . .  

- ,<!, Legal Settlement Claims . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  la k7 

. . . .  

- I - .  

* 16 d Q raa 
. . . .  . . . . . . . . I . . . . . . . . . . . . . . . . .  

, . 

z l e p h o n e  Association (USTA) Dues . . . . . . . . . . .  

. . . . . .  $ 2 6  

. . . . . . . .  3!, %'!% 

. . . . . . . . .  5% 29 

. . . . . . . . . .  30 

[ f d  Abandoned Property . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  31 

Atlanta Golf Classic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32 

- 1~ Miscellaneous Nan-Recurring Expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32 

ai h Excess Deferred Income Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35 

$1 Interest Synchronization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38 

39 

Attrition Analysis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  40 

Attrition on OPC Adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  46 

- 

- 

0 Excess Pension Collections . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Introduction and Scope 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Please provide your name and business affiliation. 

My name is Randy M. Allen and I am a Senior Regulatory Accountant with 

Exeter Associates, Inc. at 10801 Lockwood Drive, Suite 350, Silver Spring, 

Maryland, 20901. Exeter is a firm of consulting economists and accountants 

specializing in issues pertaining to public utilities. 

On whose behalf are you appearing? 

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

Florida Citizens (OPC or Citizens). 

What is the purpose of your testimony in this proceeding? 

Exeter Associates was retained by OPC to assist Florida Citizens in reviewing 

the proposed revenue requirements and rate stabilization plan filed by 

BellSouth Telecommunications - Florida (BST-FL or Company). My testimo- 

ny provides the summary result of OPC’s review of BST-FL’s filing and 

specifically addresses the traditional cost of service items. In developing the 

overall revenue requirement, I have incorporated the testimony of other 

OPC witnesses in this case. 

Please provide a summary of your educational background and public utility 

regulatory experience. 

I have over 13 years of direct public utility accounting and ratemaking 

experience and have testified or presented reports in approximately 70 gas, 

electric, telephone, water or wastewater cases before the Federal Energy 

Regulatory Commission and regulatory agencies in Georgia, Louisiana, 

Nevada, NewJersey, NewYork, Pennsylvania, Texas, Utah, Virginia and West 

Virginia. I have also testified before legislative committees, district courts 

a . 
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and various municipalities in Texas. This experience has included employ- 

ment with a major electric utility, a state regulatory commission, consulting 

firms representing municipal utilities and intervenors, and a state public 

advocate’s office. I received a Bachelor of Science Degree in Accounting 

from Bentley College in Waltham, Massachusetts in June 1979. I am a Certi- 

fied Public Accountant licensed in the States of Texas and Maryland, and I 

am a member of the American Institute of Certified Public Accountants and 

the Texas Society of Certified Public Accountants. I served as the Chairman 

of the National Association of State Utility Consumer Ad;ocates (NASUCA) 

Accounting and Tax Committee for two years (1988-1990) and was an 

observation member of the National Association of Regulatory Utility 

Commissioners (NARUC) Staff Subcommittee on Accounts (1988-1990). I 

frequently speak before state and national professional associations and 

societies on utility ratemaking issues. 

Would you please provide a summary that describes your specific job 

responsibilities over your regulatory career? 

From June 1979 to August 1983, I was employed by Dallas Power & Light 

Company as an accountant. For approximately two years my duties 

included various general accounting functions and the preparation of rate 

filing schedules and the review of written testimony for rate increase 

applications brought before the Public Utility Commission of Texas. During 

my last two and one-halfyears, I served as Supervisor of Corporate Taxation 

where I was responsible for federal tax research and accounting and all 

state and local tax reporting and accounting. 

2 
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In September 1983, I joined the Public Utility Commission of Texas and 

obtained the position of Manager of Electric Accounting as a Chief 

Accountant 111. In this position, I was responsible for supervising the 

electric accounting staff, assisting in the development of ratemaking 

procedures and policies, and testifying on cost of service and invested 

capital issues in rate cases brought before the Commission. 

In June 1985, I joined the engineering and consulting firm of R.W. Beck 

and Associates as a Supervising Analyst. In this position, I was responsible 

for supervising the day-to-day accounting activities associated with rate 

increase analyses of gas and electric investor-owned utilities and presenting 

testimony and/or reports before municipal and state jurisdictional agencies. 

In July 1986, I was employed by Parnell Kerr Forster, an international 

certified public accounting and consulting firm, as a Managing Supervisor. 

In this position, my responsibilities included the examination, review and 

analysis of rates and rate increase applications of municipal, and investor- 

owned electric, gas, telephone, water and wastewater utilities and testifying 

on accounting matters. Following a merger between Parnell Kerr Forster 

and a local accounting firm in Dallas, my department was disbanded. For 

approximately six months, I worked as an Executive Consultant for 

Resource Management International, Inc., performing municipal rate studies 

and forecasting results of operations for municipal revenue bond financing. 

4 

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

tory Accounting in December 1987. In this position, I was responsible for 

3 
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telephone utility regulatory accounting issues, assisting Public Counsel in 2 
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developing policies and negotiating positions, and presenting policies and 

negotiating settlements on behalf of the Public Counsel. I also provided 

outside independent consulting services regarding gas and water utility 

matters when my schedule permitted. In October 1990, I joined Fxeter 

Associates, Inc. as a Senior Regulatory Accountant. 

- 

- 

8 Q. 

9 

Please provide a summary of instances in which you have presented 

testimony or reports before regulatory agencies. 

A listing of testimony, reports and projects in which I have been involved 

is provided on Appendix A. 

In connection with this present case (Docket No. 920260-TL), have you per- 

formed an examination and review of the Company’s filing? 

1 . 
10 A. 

11 

12 Q. 

13 

14 A. Yes. In addition, I have reviewed BST-FL’s testimony and responses to 

15 

16 Q. 

17 mony? 

18 A. 

19 Q. 

20 A. 

21 

22 

23 

24 

25 

accounting interrogatories and production of documents. 

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

Yes. These schedules were prepared by me or under my direct supervision 

Would you please explain what is presented on Exhibit RMA-l? 

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

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

This Exhibit contains three schedules that incorporate the adjustments I am 

sponsoring, along with adjustments sponsored by other OPC witnesses. 

Schedule 1 presents a summary of operating income (page 1) and the 

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

4 
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A. 

with the Company’s test year net operating income at present rates and 

reflects my adjustments to the Company’s requested level. These adjust- 

ments include the level of revenues calculated on page 2 which are 

required to generate the overall rate of return recommended by Mr. Jim 

Rothschild. Schedule 2 presents a summary of adjustments to net operating 

income. Page 1 presents the detail by category of net operating income of 

the adjustments that are presented and source referenced on page 2. 

Schedule 3 presents a summary of rate base including both BST-FL’s 

requested and the OPC’s recommended level @age 1) and the specific 

adjustments with source references (page 2). 

Would you please explain Exhibit RMA-2? 

Exhibit RMA-2, which consists of 23 schedules, presents the specific 

quantifiable revenue requirement adjustments I am sponsoring on behalf 

of the Citizens. 

Would you please explain Exhibit RMA-3? 

Exhibit RMA-3 provides a copy of the various interrogatory responses and 

production of documents referenced in my testimony and schedules. 

1 . 

Summary 

Q. Would you please summarize the results of your review and analyses of 

BST-FL’s revenue requirement? 

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

As reflected, I have determined that the Company’s current rates should be 

decreased by $232,739,000. This is the amount by which revenues at 

present rates exceed the amount of revenue necessary to generate an overall 

rate of return of 8.15 percent, as recommended by Mr. Rothschild, after 

5 
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accounting for the test year and attrition adjustments to rate base and 

operating income. The elimination of this revenue surplus will result in an 

10.5 percent reduction in BST-FL‘s operating revenues. These figures do 

not include any change in depreciation expense, which is being reviewed 

separately in Docket No. 920385-TL. 

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

The Company began with average historical data for the 12 months ended 

December 31, 1991. It then applied a number of test year and attrition 

adjustments to move the average test year forward to the average 12 months . 
ended December 31, 1993. 

What time period have you utilized in making your determination of BST- 

FL’s revenue deficiency? 

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

How did you proceed with your analyses? 

My analytical work on this case consisted of both critical analysis of the 

theoretical validity of the Company’s claims and the verification of data 

submitted by the Company where possible. I was guided by the goal to 

ensure that the record evidence in this case correctly and fairly reflects the 

Company’s results of operations, appropriately adjusted to reflect condi- 

tions that can reasonably be expected to occur when the proposed rates are 

in effect, and stated in accord with proper ratemaking principles. 

How is the remainder of your testimony organized? 

The remainder of this testimony addresses the individual adjustments which 

I am sponsoring and which will be presented in the order identified in the 

index to this testimony. 
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Software Costs 

Q. 

A. 

Q- 

A. 

Q. 

A. 

Q. 

A. 

What was the purpose of your reviewing BST-FL's treatment of software 

costs? 

In keeping with sound ratemaking principles, I attempted to determine 

whether the Company was properly matching the cost of software over the 

period that ratepayers would benefit from such software. 

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

No. Even though it is generally recognized that general purpose software 

is used on average between three and five years in the ut& industry, BST- . 
FL has proposed to treat its software additions as a period expense to be 

recovered from ratepayers over one year. To the extent this software 

benefits ratepayers over more than one year, and the Company receives 

revenue associated with such software, expense treatment is inconsistent 

with the regulatory matching principle. 

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

additions? 

No. 

Company basically claimed that such information was not available. 

Is there any current trend in the utility industry regarding software costs? 

Yes. Over recent years, there has been a move toward capitalization. For 

example, the American Institute of CPAs has publicly stated that "The cost 

of computer software developed by others purchased for use in activities 

other than research and development should be capitalized and depreciated 

over its estimated useful life in accordance with ARB No. 43, chapter 9,  

Depreciation, paragraph 11." 

In response to Citizens' 8th Interrogatory, Question No. 181, the 
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25 Q. How have you treated the Company's software additions? 

Further, the National Association of Accountants has concluded that 

"If software purchased or created for 

non-R&D activity is expected to be used 

for twelve months or more, it should be 

capitalized and reflected in the asset 

section of the balance sheet, along with 

other resources that are expected to have 

future economic benefit. The costs in- 

curred in purchasing or creating such 

software should be matched against the 

expected period of benefit, just as the 

costs of obtaining computer hardware 

are matched with the expected economic 

life of the hardware. In today's environ- 

ment where information systems are 

becoming more complex and sophisticat- 

ed, the costs of developing these systems 

are increasing in significance, and it is 

clear that companies undertaking the 

development of these systems are doing 

so in anticipation of obtaining future 

benefits." 
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A. The Company has stated that it included 522,493,520 of software expense 

in cost of service associated with its central offices. Additional software 

expenses may exist but have not been provided by the Company. While 

this software may include some modifications to existing software, the basic 

underlying software and modifications will most likely provide benefits for 

many years to come. Since BST-FL did not provide the average useful life 

for these specific purpose additions, I have used a five-year life, consistent 

with the average life of general purpose additions as previously mentioned. 

As presented on Exhibit FMA-2, Schedule 1, this results in a $17,995,000 . 
reduction to software expense and a $11,223,000 increase to net operating 

income. 

Does your capitalization treatment prevent BST-FL from fully recovering its 

actual costs for software additions? 

No. As seen on Schedule 1, I have also provided for rate base inclusion of 

the average unamortized balance of the capitalized software. Under this 

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

Q. 

A. 

Promotional Activities 

Q. Would you please address your adjustment to remove promotional activities 

from cost of service? 

Promotional activities are geared toward increasing sales over current levels. 

As a result of such increased sales, the utility enjoys increased revenues and 

shareholder returns improve. Since such shareholder benefits are often the 

primary purpose of promotional activities, it is appropriate to require 

shareholders to fund such promotional activities. 

A. 
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Is there any other reason why promotional activities are generally consid- 

ered disallowable for ratemaking purposes? 

Yes. Such activities usually involve a shift of services provided by competi- 

tive sources. By providing ratepayer funding for promotional activities, a 

utility can actually receive an unfair advantage over its competitors. Sound 

regulatory policy dictates that competition should be based upon efficient 

and productive management, superiority of service, technological advance- 

ments and economies of costs rather than aggressive promotional activities 

funded by ratepayers. 

Is there anything BST-FL could show to justify the inclusion of promotional 

activities in rates? 

Yes. BST-FL must affirmatively show that the incremental revenues directly 

derived from the promotional activities exceed the cost of such activities 

and the related costs of the services or products promoted. In addition, 

they must show that ratepayers will receive the benefit. In other words, 

BST-FL must justify inclusion on a "cost-based approach rather than a 

"profit-minded" approach. However, the Company has not attempted to 

show this. The Company and Commission should not place priority on 

profit, where all expenses, whether or not reasonable and necessary, are 

deemed to be recoverable from ratepayers. 

If an expenditure leads toward increased profit, does that necessarily mean 

. 

that such expenditure is cost justified? 

Absolutely not. A cost benefit analysis compares the cost of an expenditure 

to the incremental benefit received from the expenditure as opposed to the 

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

10 
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utility expends $1 million in promotional expense and quantifies an 

increase in revenues directly related to that promotional expense of 

$600,000. Further, let us assume that the $1 million of promotional 

expense is also included in rates. From a cost benefit analysis standpoint, 

the $1 million of expenditure would be compared to the $600,000 of 

incremental benefit to result in a conclusion that such an expenditure is not 

cost justified ($600,000 - $1,000,000 = $400,000 loss). From a profit 

analysis standpoint, however, the $1 million expenditure would be 

compared to the $1,600,000 of revenues (Le., $1 mihon to cover the * 

expense plus $600,000 of additional revenues) to yield a net profit of 

$600,000 ($1,600,000 - $1,000,000 = $600,000 profit). Under this 

approach, the inclusion of the $1 million expenditure in rates in order to 

receive $600,000 of additional revenue is inappropriate because ratepayers 

lost $400,000 in the deal, just so investors could earn $600,000. This is not 

an appropriate means for determining whether an expense is reasonable 

and necessary. The fact remains that this expenditure is not cost justified. 

Are there any further issues which must be considered? 

Yes. The discussion above was based on a more traditional form of cost- 

based rate regulation. While this form of regulation still exists today, the 

Company’s rates are also regulated under an incentive regulation plan. 

Under this plan, ratepayers’ rates have remained consistent while costs 

fluctuate based on management decisions. Since the Company’s earnings 

have remained with in the dead band, no sharing has been provided to 

ratepayers. 

How does this relate to promotional activities? 

11 
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Q. 
A. 

As I previously explained, it is important that promotional expenditures 

yield revenues greater than the related expense and that ratepayers receive 

the net benefit. If ratepayers do not receive the benefit, there is no reason 

to perform the promotional activities in the first place. Under a continued 

incentive regulation plan, ratepayers will only receive a benefit if the 

promotional activities result in the earned return exceeding the dead band. 

Even then, the benefit would be limited and ratepayers will not receive a 

net benefit because they paid the full cost and received only a fraction of 

the revenue. 

Would you please summarize your adjustments? 

As presented on Exhibit RMA-2, Schedule 2, I have reduced promotional 

advertising by $11,834,000 and have increased net operating income by 

$7,381,000, in order to remove promotional advertising. In addition, as 

_I 

presented on Schedule 3, I have reduced V-YTT gromotlonal subscnptions ~~~~~ ~- -- .~ by I 
i $627,000 and increased net operating income by $391,000. According to 

the Company, promotional subscriptions "Includes costs for voluntary ; 

payments made by the Company to or on behalf of trade, technical, 

professional and other non-company organizations that have as their 1 ! 

\ 
purpose the betterment of the commercial and business interests of the i 

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

Voluntaw Enhanced Early Retirement (VEER) Program 

Q. 

A. 

Would you please explain the VEER program? 

During 1991, BST-FL initiated a one-time early retirement program aimed 

at reducing the total level of employees and related costs. The Company 

has apparently accounted for the prospective reduction in related costs 

12 
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associated with the VEER in its adjustment to recognize the effects of the 

reorganization (Reid testimony, page 30). 

Would you please explain your adjustment to eliminate veer expenses? 

Yes. There are two cost effects of the Company’s VEER program. First, 

there are savings in the ongoing costs related to the reduction in employees 

that will be experienced in 1992 and beyond. This has apparently been 

accounted for as discussed above. Second, there are the one-time, non- 

recurring program costs to implement the early retirements incurred during 

1991. These costs have not been removed by BST-FL. Therefore, in order 

to prevent the Company from over-recovering these costs multiple times, 

they must be removed from cost of service. In other words, these costs 

must be removed since they will not be incurred during the period rates 

will be in effect and have already been recovered from ratepayers. As 

presented on Exhibit RMA-2, Schedule 4, I have reduced VEER expenses by 

$13,674,000 and increased net operating income by $8,528,000. 

How do you know that the Company actually recovered the VEER expenses 

during 1991? 

In late 1988, the Company implemented the incentive regulation plan that 

has been extended through 1992. The general purpose of this plan was to 

provide a financial incentive to the Company for productively and efficiently 

operating its business. Throughout the term of the plan, the Company’s 

rates remain constant as the Company makes its operating decisions and 

incurs costs. To the extent the Company has been earning a return within 

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

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

all costs incurred for the VEER program. 

Incentive Bonus Expense 

Q. 

A. 

Q. 

A. 

Would you please explain your adjustment to remove incentive bonus 

expense from cost of service? 

As presented on Exhibit RMA-2, Schedule 5, I have reduced incentive bonus 

expense by $18,043,000 and increased net operating income by 

$11,253,000. 

Would you please explain why bonus payments should be removed from * 

cost of service? 

There are several reasons why such bonus payments should be excluded 

from cost of service. First, it is not currently known whether the eligible 

employees will meet the plan standards necessary to receive bonus 

payments during the period rates will be in effect, and therefore, such 

expenses are not known and measurable. While the requested dollar level 

is based on historical experience, the inclusion in cost of service is meant 

to cover the anticipated level to be incurred during the period new rates are 

in effect. Second, during the short-term (Le., the period new rates will be 

in effect under an incentive regulation plan), meeting the plan goals will 

result in direct increased earnings to the Company and its shareholders, not 

reduced costs passed on to ratepayers. Therefore, any actual bonus 

payments should be funded from this increased return rather than by rate- 

payers. Finally, even the Company admits in response to Citizens’ 8th 

Interrogatory, Question No. 122, that management has an obligation to 

maintain and improve productivity, regardless of any financial reward 

- 

14 
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5 perform their jobs. 

provided to shareholders and employees. According to BST-FL, “improving 

productivity is a prudent business practice for a regulated utili ty...” It does 

not seem reasonable to increase ratepayer costs to provide a bonus to 

employees in order to provide an incentive for the employees to simply 

- 

- 
- 6 Q. What are the bases of the Company’s incentive bonus plans? 

7 A. 
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25 

Each of the plans is based on financial and senice goals set annually by 

management. According to the Company’s response to Staffs 1st Interroga- 

tory, Question No. 5,  the financial goals have a 50 percent weighting, while * 

the service goals only have a 25 percent weighting. There is no indication 

of what the remaining 25 percent represents. In any given year, the 

amount of awards provided under this plan may be based on either of the 

two criteria and are not necessarily limited if all criteria are not met. Each 

of the two criteria do not have a maximum equal to its percentage 

weighting. If service performance is not up to par and financial perfor- 

mance exceeds expectation, the entire incentive amount can be based upon 

financial performance. As reflected in the plans provided in response to 

Citizens’ 12th POD, Item No. 113, for example, if 99 percent of the financial 

objectives are met and financial performance of 110.5 percent or better is 

achieved, the employees can achieve 225 percent of the standard award 

even though no service goals are met. 

How does this information relate to your concern regarding the inclusion 

of such bonuses in cost of service? 

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

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

A. 

achievement benefits shareholders, it is not appropriate to require 

ratepayers to provide an incentive cost for employees to maximize 

shareholder profit. In other words, it does not seem to be cost beneficial 

for ratepayers to pay costs that provide an incentive for the Company to 

maximize revenues. This is especially true considering the effects of 

incentive regulation as previously discussed. Only the portion of bonus 

plans that can be attributed to a quantifiable net customer benefit should 

be considered for inclusion in rates. BST-FL has failed to quantify any 

benefits to customers resulting from such payments. 

Did the Company provide the percentage that incentive compensation bears 

to total salaries? 

Yes. In response to Staffs 1st Interrogatory, Question No. 4, the Company 

indicated that in 1991 the percentages ranged from 37 to 61 percent for 

executives and 5.5 to 21 percent for other managers. Considering the state 

of the economy and employment situation experienced by BST-FL’s 

ratepayers, these percentages appear very unreasonable. 

. 

Emulovee Activities 

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

A. It is my understanding the Commission addresses employee activity on a 

case-by-case basis based on whether ratepayers receive sufficient benefit to 

warrant their support of employee activity functions. (Peoples Gas Systems, 

Inc., 19 PUR 4th 252, 1990.) The following criteria are considered by the 

Commission: 
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(1) The costs incurred for employee activities were 

necessary to provide utility service; 

The costs were an essential part of the employe- 

es’ overall compensation package; 

(2) 

(3) Morale was increased by employee activity 

functions; and 

(4) A benefit actually accrued to ratepayers, if 

morale was actually increased. 
1 

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

Yes. According to the response to Staffs 1st Interrogatory, Question No.. 

11, BST-FL incurred $1,343,634 of intrastate expense. These costs related 

to employee awards including non-cash sales or performance incentives, 

length of service, retirement, safety achievement, and other special awards, 

recognition and promotional items. 

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

below-the-line? 

No. The Company listed the accounts charged as various and did not 

provide a note to assist in understanding how they were reflected in the 

MFR. Based on available information and previous experience, I concluded 

that these costs are reflected above-the-line. 

Is there any indication that these costs provide a benefit to ratepayers? 

No. These costs do not appear to provide a benefit to ratepayers, especially 

a benefit equal to the cost. Such activities are not necessary to provide 

service and do not represent an essential part of overall compensation. 
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Finally, while these activities undoubtedly provide some boost in morale, 

I do not believe that the benefit to ratepayers justifies the $1.3 million 

annual expense. 

Would you please summarize your adjustment? 

As presented on Exhibit RMA-2, Schedule 6, I have reduced employee 

activity expense by $1,344,000 and increased net operating income by 

$838,000 to exclude these costs which do not provide service or other 

benefits to ratepayers. 

9 

10 

11 

12 

13 

14 

1s 

16 

17 

18 

Postretirement Benefits 

Q. 

A. 

. 
Would you please explain SFAS No. 106? 

In December 1990, the Financial Accounting Standards Board (FASB) issued 

SFAS No. 106, Employer’s Accounting for Postretirement Benefi’ts Other 

Z?wzn Pensions. Generally, SFAS No. 106 requires that for financial 

reporting purposes, employers must recognize the cost of their postre- 

tirement benefit obligations to employees during the period employees 

provide the service that entitles them to the future benefits. 

Prior to this requirement, such postretirement benefits were generally 

19 

20 

21 

22 

23 

24 

25 Q. 

recognized for financial reporting purposes on a pay-as-you-go or cash 

method whereby the obligations and costs were not recognized until the 

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

cases, utilities, such as BST-FL, were allowed to pre-collect and fund some 

level of expense. SFAS No. 106 is generally not effective until fiscal years 

beginning after December 15, 1992. 

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

18 



1 A. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 Q. 

15 

16 A. 

17 

18 Q. 

19 A. 

20 

21 

22 Q. 

23 

24 A. 

25 

No. SFAS No. 106 specifically recognizes in paragraph No. 364 that under 

SFAS No. 71, Accounting for the Egects of Certain Types of Regulation, 

regulators may choose not to change the treatment of postretirement 

benefits for ratemaking purposes. Under such circumstances, paragraph 

364 would then require the utility to adopt an accounting treatment which 

is consistent with the regulatory treatment. That is, the Company would 

reflect net expense equal to the cost calculated under the current approach 

and a regulatory asset for the difference between the current cost and SFAS 

No. 106 cost. If the Commission continues to use the &rent approach, * 

there would be no change in the ongoing level of net expense for financial 

reporting purposes. The regulatory asset would then be amortized in 

future years as the postretirement benefits expenditures are actually 

incurred. 

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

proach for ratemaking purposes? 

According to Mr. Reid’s testimony (Schedule 4), the expense would increase 

by $5,820,000 compared to the current expense. 

How is the Company requesting to treat postretirement benefits? 

Beginning in 1993, BST-FL plans to begin using the SFAS No. 106 method 

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

same method for ratemaking purposes in this case. 

Should the Commission allow BST-FL to switch methods for ratemaking 

purposes? 

No. The Company has not provided any reasonable rewlatoty justification 

for approving this switch for ratemaking purposes. Instead, the Company 
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is simply relying on the issuance of SFAS No. 106 which is mandatory only 

for financial reporting purposes. A switch is neither reasonable nor 

necessary to provide safe, adequate and reliable service. From a ratemaking 

point of view, the continued use of the current approach would cause little 

or no effect on the utility and its ratepayers. The earned rate of return 

would be unaffected and the utility would still recover all postretirement 

benefits as they are expended. 

Should the Commission switch to the SFAS No. 106 method simply because 

FASB changed generally accepted accounting principles (GAAF')? 

No. There is no known requirement that GAAP be used to set rates. GAAP 

was never intended to be used for setting rates and can be ill-suited for that 

purpose. In fact, this is the underlying point of SFAS No. 71 which requires 

accounting to reflect the economic effects of the rate-making process. From 

the standpoint of regulation, the issue in this case is not whether SFAS No. 

106 would constitute appropriate accounting, but whether it would result 

in appropriate ratemaking. This is further demonstrated in paragraph 150 

of SFAS No. 106 which states "the decision of how or when to fund the 

obligation is not an accounting issue." 

Would a switch for ratemaking purposes have any positive impact? 

NO. Despite the large liabilities and significant expense increases that 

would result for financial reporting purposes under SFAS No. 106, rating 

agencies have stated that they will continue to monitor annual 

expenditures for postretirement benefits in determining credit worthiness. 

Since cash flow is generally unchanged by the new pronouncement, it will 

. 
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have no positive impact. For example, Standard 8c Poor’s May 20, 1991 

Creditweek contained comments such as: 

... Implementation of this accounting 

change [FAS 1061 is not expected to have 

any widespread impact on debt ratings, 

since cash flow will not be affected di- 

rectly, and S&P already assesses the obli- 

gation to provide OPEBs when determin- 

ing industrial companies’ credit quali ty... 

. 

... in most cases, for purposes of conven- 

tional financial ratio analysis, S&P’s debt 

rating staff will rely mainly on financial 

statements adjusted to a pre-FAS 106 

basis. 

Would a switch for ratemaking purposes have any negative impact? 

Yes. A midstream shift in methods would cause an inter-generational 

mismatch for ratepayers. This mismatch will result from the twenty-year 

amortization and recovery of the accumulated projected benefit obligation 

(prior employee’s liabilities) along with the recovery of the current service 

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

1991 issue that ”some state regulators cite significant drawbacks with 

recovery of PBOP [Postretirement Benefits Other Than Pension] expenses 
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22 
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24 

25 

on an accrual basis. A switch to accrual accounting for ratemaking 

purposes would threaten rate stability by causing initial expense spikes. 

Moreover, some consider that the actual assumptions that underline 

expense accruals are too uncertain to justify abandonment of the pay-as- 

you-go method." 

Do you agree with FASB's conclusions regarding postretirement benefits? 

No. The underlying premise of SFAS No. 106 is that the cost of the net 

periodic postretirement benefits should be recognized as employees render 

the services necessary to earn such benefits. FASB bases-its conclusion, in ' 

part, on Statement of Financial Accounting Concepts No. 6, Elements of 

Financial Statements. Paragraph No. 36 of that statement establishes the 

three essential characteristics of a liability. The second characteristic 

requires a "duty or responsibility [that] obligates a particular entity, leaving 

it little or no discretion to avoid the future sacrifice." According to the 

Company's response to Citizens' 8th Interrogatory, Question No. 174, BST- 

FL reserves the right to change or terminate its postretirement benefits at 

any time and believes the courts support its view. Clearly, BST-FL's 

postretirement benefits plans leave it with "little or no discretion to avoid 

the future sacrifice." 

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

Yes. On or about February 6, 1992, the Wall Street Journal printed the 

article "Ignore the Retiree Health Benefits Rule" authored by Mr. Jeffrey 

Petertil, a consulting actuary who advised the FASB Industry Task-Force on 

SFAS No. 106. Mr. Petertil makes several important points with which I 

agree: 
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3) 

4)  

5) 

There is a question of whether there is a liability at all. Many 

companies extend health benefits to retirees but change them 

often. Recent court cases indicate that the employer’s right 

to change or terminate the benefit will be upheld. 

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

FASB never addressed the elusive nature of the benefit’s 

value. The accounting rule is based on pension theory. ‘ 

Pensions, unlike retiree health insurance plans, are required 

by law to be funded in advance and a competitive market has 

developed to insure them. No settlement market has devel- 

oped for retiree health insurance. 

Unlike a market value, the value a company assigns to future 

health benefits can be incorrect, either by mistake or by 

design, and the regulators would not know this. The FASB 

rule leaves loopholes that allows a company to reduce or 

increase its cost almost as it wishes. 

The pronouncement is bad accounting and raises the specter 

of suspect financial statements. The FASB rule may result in 

financial reports that are widely inconsistent from company 

to company and that can be altered to hide numerous 

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

Yes. Kwasha Lipton, a nationally recognized actuarial and benefits 

consulting firm, filed comment3 with FASB on July 26, 1989 regarding the 

exposure draft on SFAS No. 106. Kwasha Lipton represents 400 major 

employers, of whom one-third are Fortune 500 Companies. In its com- 

ments, Kwasha Lipton recognized that in most cases employers have 

significant discretion as to whether post-retirement benefits will be 

provided. As Kwasha Lipton put it, "in practice, postretirement benefits 

trigger an obligation only in limited circumstances an; even then only * 

when retirement occurs.'' And further: 

... retiree health care benefits do not constitute a long 

term promise at all. Rather, they are provided on a 

year to year basis motivated by good will and competi- 

tive practice. While an employer may sometimes limit 

its own flexibility through its manner of communicat- 

ing benefits, the resulting limit is self-imposed and not 

a function of any real obligation. Accordingly, retiree 

life and medical benefits generally fail to meet the 

major characteristic of a liability. 

In short, Kwasha Lipton concluded that "the disclosure of this obligation as 

proposed is misleading, serves no useful purpose and significantly detracts 

from the relevance of the employer's financial statements." 
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Do you agree with those who argue that the accrual method of accounting 

for postretirement benefits is appropriate because it is consistent with the 

required accounting for pension plan costs under SFAS No. 87? 

No. There are many important differences between pension plans and 

postretirement benefits. The primary difference is that pensions are 

determined under a definite formula and the amount of a retiree’s monthly 

benefit is generally fured when payments commence. Post-retirement 

benefits, on the other hand, are not precisely determinable until an illness 

or other event occurs. While employers can exercise control over salary 

costs, and hence pensions, the costs of other post-retirement benefits are 

influenced by many factors outside the control of employers. Further, 

unlike postretirement benefits, pension plans do have vesting provisions 

and are directly tied to length of service. Mr. Vincent Amoroso, a principal 

in KPMG Peat Marwick’s Washington National Tax Practice, stated in the 

September 1992 Employee Benefits Iournal that “the medical benefit 

promise is quite different from the corresponding pension promise 

7 

companies make.” 

Finally, there are no legal requirements for advance funding of non-pension 

postretirement benefits, in contrast to pension plans which must be funded 

in advance according to IRSERISA requirements. 

Should the Commission take the potential switch for ratemaking purposes 

lightly? 

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

could directly be translated into customer rates must be stringently 
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considered. It is very important that a utility show that such a change will 

provide some form of cost benefit, improve the reliability or safety of service 

or increase worker productivity. Without such a showing, a significant 

increase in rates is not justified. 

Has the Company shown a benefit in switching to the SFAS No. 106 method 

for ratemaking purposes? 

No. 

Question 179, that it has made no attempt to quantify any benefits. 

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

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

between the expense recorded and the actual cost of the benefits, and the 

recorded expense will be greater than the cash ultimately paid. According 

to the November 1991 issue of The National Public Accountant, "A FASB- 

sponsored field test indicated that a change of only one percent in the 

trend rate assumption could change the annual cost by as much as 20%." 

The authors of this article also stated "since health care costs are rising, 

generally the accrual basis will result in an amount recorded as expense 

which exceeds the cash paid out." 

The Company admitted in response to Citizens' 8th Interrogatory, 

7 

In addition, the Actuarial Standards Board stated in its October 1991 expo- 

sure draft on compliance with SFAS No. 106 that "the Committee recog- 

nized that SFAS 106 implies more precision and accuracy than exist in this 

area of actuarial practice. The relatively long-term nature of the obligations, 

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

variations between actual results and expected results." 

Finally, a policy study performed in cooperation wi the Em{ )yee Benefit 

Research Institute - Education and Research Fund by the staff of Milliman 

& Robertson, Inc. concluded that "advance funding costs continue to 

exceed pay-as-you-go costs even after 50 years for a stable or growing 

employee population." 

Has any federal regulatory commission addressed SFAS NO. 106? 

Yes. In Docket Nos. ER91-565-000, ER91-566-000 and EL91-53-000, FERC 

Administrative Law Judge Herbert Grossman issued an Initial Decision 

denying New England Power Company's request to switch to the accrual 

method for ratemaking purposes. As Judge Grossman concluded, the 

"proposal to adopt FAS 106 accrual of PBOPs for ratemaking purposes & 

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

Would you please summarize your recommendation? 

Considering the speculative nature of SFAS No. 106 accounting, the lack of 

demonstrated benefit and the fact that the continuation of the current 

method will not adversely affect the Company, I recommend that the 

Commission reject BST-FL's request to include the increased expense 

caused by a switch to the method under SFAS No. 106. Additionally, I 

believe the Commission should consider the full cash method as the most 

appropriate method to use for ratemaking purposes. As reflected on 

Exhibit RMA-2, Schedule 7, I have reduced postretirement benefits expense 

by $5,906,000 and have increased net operating income by $3,684,000. I 

. 
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have also reversed the Company’s postretirement benefit adjustment to rate 

base by reducing it by $578,000. 

Do you have any other comments related to this issue? 

Yes. The Commission should definitively state that it will continue to allow 

BST-FL to recover prudently incurred postretirement benefits costs in future 

rates under the current method. It should also provide for the book 

recognition of a regulatory asset for the difference between the current and 

. 8  SFAS No. 106 costs. 

9 Uncollectible Accounts Fxpense . 
10 Q. 

11 accounts expense? 

12 A. Yes. Under normal uncollectible accounts procedures, a company will 

13 record monthly expense accruals as representative of the anticipated write- 

14 offs based upon actual historical write-offs. As the actual experience 

15 changes, the Company will adjust its accruals accordingly. If all goes 

16 according to plan, the accruals should equal actual write-offs over a period 

17 of time. The expense accrual determination can also include consideration 

18 of known changes in economic circumstances, or specific events. The 

19 accrual method used for ratemaking purposes compares the uncollectible 

20 accounts accrual provision to revenues to obtain an effective rate to be 

21 applied to pro forma revenues. This appears to be the method used by 

Would you please explain the accrual method of developing uncollectible 

22 BST-FL. 

23 Q. Would you please explain the net write-off method? 

24 A. 

25 

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

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

used by regulators. 

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

Yes. I have reviewed both the Company’s historical uncollectible accounts 

reserve and the effective accrual rates for other Florida telephone utilities. 

As presented in response to Citizens’ 8th Interrogatory, Question No. 217, 

the Company has maintained a reserve balance averaging in the upper $20 

millions. This means that BST-FL has collected amounts from ratepayers in 

excess of or in advance of those necessary to cover actual write-offs. 

Additionally, a review of the Company’s response to Citizens’ 8th 

Interrogatory, Question No. 182, indicates that the Company’s uncollectible 

accounts have significantly increased since at least 1988. Finally, as 

presented in the following table, it is clear that BST-FL‘s uncollectibles are 

significantly higher than the other major telephone company’s in Florida. 

Comaarison of Effective Accrual Rates 

15)88 ES2 m Em Comvany 

SBT - FL 

Central - FL 

United - FL 

GTE - FL 

.81% 

.28% 

.45% 

,5996 

1.06% 

.48% 

.55% 

.37% 

.97% 

.64% 

.57% 

.41% 

1.32% 

.52% 

.72% 

1.28% 
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Source: SBT-FL Annual Report and FCC Statistics of 

Communications Common Carriers. 

1 

2 

3 

4 

5 

6 

7 companies. 

8 

Q. What observations can be made from the above figures? 

A. At first glance, it is obvious that SBT-FL accrues a significantly larger relative 

level of uncollectible accounts expense than the other major Florida telephone 

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

higher than other like utilities? 

A. The primary factor that affects uncollectible accounts is the level of collection 

activities performed by a company. While the economy can have an effect on 

collection results, such effects are similar for most companies. Additionally, 

. 
9 

10 

11 

12 

13 the characteristics of service territories can cause a small difference between 

14 companies. 

15 

16 A. No. To the extent that the other companies have consistently shown that 

17 uncollectible accounts can be similarly controlled by different utilities, it would 

Q. Is such a dramatic difference appropriate to include in rates? 

18 

19 

be inappropriate to require BST-FL ratepayers to pay such a relatively larger 

amount. 

20 

21 

22 

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

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

most generally accepted. This method more accurately measures the true level 

23 

24 

of bad debts and eliminates the manipulation inherent in the accrual method. 

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

accounts. 

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

A. As presented on Exhibit RMA-2, Schedule 8, I have reduced uncollectible 

accounts expense by $15,442,000 and increased net operating income by 

$9,631,000. In developing this adjustment, I used a historical four-year 

average of BST's actual ratio of net write-offs to revenues. The four-year 

average was used in partial recognition that SBT-FL's expense level has been 

inappropriately greater than other major telephone companies in Florida. The 

use of an average historical level is a generally accepted method to correct for 

significantly varying levels of historical expense. 

* 

Legal Settlement Claims 

Q. 
A. 

Q. 

A. 

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

One of the important concepts in developing revenue requirements is to 

ensure that the level of recurring, yet annually inconsistent costs properly 

reflect a representative ongoing level. Generally, these types of costs are 

incurred to cover activities not initially caused by Company management. The 

costs of legal settlement claims are one type of these costs. 

How have you ensured that the level of legal settlement claims included in 

cost of service is representative of ongoing levels? 

Due to the number of uncertainties and variety of legal actions, it is not 

possible to accurately project future levels of claims. Therefore, I have relied 

on historical claims experience as a proxy for ongoing levels. As presented on 

Exhibit RMA-2, Schedule 9, I have reduced legal settlement claims expense by 

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

levels. 

Outside Services 

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

A. In reviewing the historical level of outside services expense, I noticed that 

until 1991 the Company had been experiencing a declining annual trend. In 

1991, however, the Company experienced a 20.5 percent increase over the 

previous year. It is difficult to understand how the future level of outside 

services could be significantly higher than prior years, especially considering * 

the recent corporate reorganization. In order to provide for a more reason- 

able representative level, I have reduced outside services expense by 

$3,177,000 and increased net operating income by $1,982,000 as presented on 

Exhibit RMA-2, Schedule 10. As with the adjustments to legal settlement 

14 

15 

16 

17 disallowable activities? 

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

United States Telephone Association CUSTA) Dues 

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

18 USTA is the trade association of America’s telephone utility companies which 

19 was incorporated in 1915. USTA’s purpose is to promote the general welfare 

20 of the telephone industry. The association’s activities include the collection, 

21 assembly and distribution of information concerning the telephone business, 

22 research projects and industry representation. Each year, the National 

23 Association of Regulatory Utility Commissioners (NARUC) initiates an audit and 

A. 

24 

25 

provides a report on the expenditures of USTA. This report provides 

information broken down in regulatory detail which is different from USTKs 

32 



1 

2 

3 

4 

5 

6 

7 Q. 
8 

9 A. 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 A. 

20 

21 

22 

23 

24 

normal financial reporting under generally accepted accounting principles. 

The results of this report allow regulators to analyze the activities supported 

by each utility’s dues payment to determine if such activities comply with 

allowable cost of service activities. Similar NARUC reports on EEI and AGA 

serve as a basis for excluding certain portions of dues associated with 

disallowable activities in many jurisdictions. 

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

service? 

As presented on Exhibit RMA-2, Schedule 11, I have reduced the Company’s * 

requested level of USTA Dues by $78,000 and increased net operating income 

by $49,000. This adjustment is made to remove those portions of test year 

dues related to disallowable activities. To arrive at this adjustment, I 

calculated a total disallowance factor of 31.39 percent which includes various 

disallowable expenses reported in the 1990 Report on Expenditures of USTA 

issued by NARUC on March 16, 1992. Included in this percentage is the 

legislative and regulatory advocacy categories of expense, public relations and 

meals and entertainment. 

Would you please briefly discuss each category you have removed? 

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

NARLJC Report: 

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

position among legislators and legislative staff. 
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- Rermlatow Advocacy (7 .&%I. Active advocacy of a particular policy 

position in a regulatory proceeding. 

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

Meals and Entertainment (1.18%1. Costs of social activities that are not 

incurred in the course of committee activities. 

1 

Abandoned Provertv 

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

A. As a general rule, property, plant and equipment are only recoverable from 

. 

12 ratepayers when such items are used and useful in providing service to the 

13 public. For example, gains and losses on the sale of assets are reflected in 

14 rates only if the assets were included in the ratemaking process. Abandoned 

15 property, on the other hand, represents assets that were determined not to be 

16 used and useful, and therefore, were abandoned. These types of projects 

17 reflect a normal business risk taken by a utility and its shareholders. 

18 Shareholders, not ratepayers, should bear the risk associated with the 

19 abandonment. Therefore, as reflected on Exhibit RMA-2, Schedule 12, I have 

20 reduced abandoned property expense by $675,000 and increased net 

21 operating income by $421,000. 

22 Atlanta Golf Classic 

23 

24 

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

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

$149,000 and increased net operating income by $93,000. The reason for this 

adjustment is to reflect the fact that the sponsorship of the Atlanta Golf Classic 

is not necessary to provide service. The Company has made no indication that 

this expense has been reclassified below-the-line. 

Miscellaneous Non-Recurring Expenses 

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

expenses? 

A. In developing a revenue requirement that will be used to set rates on a 

prospective basis, it is important that the historical test year be adjusted to 

remove non-recurring expenses. In this manner, ratepayers will not be 

required to pay for costs which will not be incurred to provide service during 

the period new rates are in effect. 

Q. How are miscellaneous non-recurring expenses identified and measured? 

A. Miscellaneous non-recurring items are usually represented by a one-time 

expense recorded throughout the Company’s operating accounts. Since these 

operating accounts contain numerous expense items, it is difficult to identify 

all of them without a costly and lengthy audit of vouchers and journal entries. 

Therefore, it is best to rely on the Company’s descriptions of unusually high 

monthly expense levels. Based on a monthly variance analysis of BST-FL’s 

1991 operating expenses, I requested a description of variances in approxi- 

mately 31 operating accounts for over 50 observations. 

Q. What was the outcome of this discovery process? 

1 
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A. Based on the descriptions provided, I have concluded that five of the accounts 

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

a brief description for each item: 

Account No. 6122 - Furniture and Artwork lMav 19911 

Expense furniture used in the Interexchange Carrier Point of Contact Office 

was prorated to Florida operations. Additionally, a large quantity of furniture 

was repaired and rehrbished (Citizens’ 8th Interrogatory, Question No. 138). . 
Account No. 6123 - Office Eauiument (May 1991) 

The Company purchased cargotainers used in the consolidation of offices in 

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

Account No. 6231 - Radio Systems Fxpense movember and December 1991) 

The rental cost of equipment and the purchase of replacement parts for 

terrestrial microwave and non-cellular expenses declined. Additionally, the 

Company eliminated one work group and converted to cellular and mobile 

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

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

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

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

Account No. 6512 - Provisioning Expense (September and December 1991) 
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The Company “wrote down“ computer spare parts inventory to expense. Addi- 

tionally, adjustments were made to reduce the value of corporate communica- 

tions field stock and customer premise equipment pantry stock inventories 

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

Q. How did you measure the level of expense related to each of these items? 

A. Without specific cost data for each item, I was forced to use a subjective 

approach whereby I adjusted the months with non-recurring items to the 

average expense level for the remaining months. Since theycompany did not .. 
provide the related costs, I have issued additional interrogatories. However, 

the responses are not expected to be provided until after this testimony is 

filed. If necessary, I will update my adjustments accordingly. 

Q. Would you please summarize your adjustments? 

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

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

Reference 

Schedule 14 

Schedule 15 

Schedule 16 

Schedule 17 

Schedule 18 

Fxpense Adjustment Net Ooeratina Income 

$I (528,000) $ 329,000 

(493,000) 307,000 

(312,000) 195,000 

(996,000) 621,000 

(5,858,000) 3,654,000 

Excess Deferred Income Taxes 

Q. Would you please explain excess deferred income taxes? 
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Excess deferred income taxes represent the amount of tax obligations reflected 

on the books and collected from prior ratepayers in excess of the obligations 

due at the current statutory tax rate. 

Would you please explain how the tax code distinguishes between protected 

and unprotected excess deferred taxes? 

Protected amounts refer to excess levels relating to timing differences directly 

associated with accelerated depreciation under Section 203(e) of the Tax 

Reform Act of 1986, while unprotected amounts relate to all other timing 

differences. Only the protected amounts are restricted to the average rate 

assumption method of flow-back. All other excess deferred taxes can be 

flowed back to ratepayers at the discretion of each separate regulatory 

jurisdiction. It is important to realize that only accelerated depreciation timing 

differences are protected because the normalization rules only apply to such 

differences. 

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

ratepayers? 

It must be remembered that the unprotected excess actually represents an 

excess amount of tax paid by ratepayers under the assumption that future 

tax Liabilities would be paid at 46 percent. Excess deferred income taxes 

represent ratepayers’ money previously supplied and not future ratepayer 

benefits. The fact that accumulated deferred taxes are included in the capital 

structure with zero cost supports the notion that deferred taxes are prior 

ratepayer supplied capital. Since the past ratepayers have supplied these 

excess funds to BST-FL, the return of these funds to future ratepayers is 

inconsistent with the matching principle by providing future ratepayers with 

, < 
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benefits obtained from past ratepayers. The passback of unprotected excess 

deferred taxes should be matched as closely as possible to the ratepayers that 

paid the excess in the first place, not to the plant that originally gave rise to 

the excess. After all, the Tax Reform Act of 1986 unlinked the unprotected 

excess deferred taxes from the related assets. 

Is there any indication that the Company would consider the expedited return 

of these funds to be reasonable? 

Yes. In his testimony, Mr. Reid addressed the effects of SFAS No. 109 and 

proposes a four-year flow back of the unprotected excess deferred taxes. 

What is SFAS No. log? 

SFAS No. 109 is the new pronouncement on income tax accounting issued by 

the FASB. SFAS No. 109 is effective for fiscal years beginning after December 

15, 1992. The focus of SFAS No. 109 is the balance sheet accounting for 

income taxes. For regulated utilities, the financial statements will require 

adjustments related to non-normalized timing differences flowed through as 

a reduction in prior rates, unamortized investment tax credits, excess deferred 

taxes and AFUDC-equity. 

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

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

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

No. Since the primary effect of SFAS No. 109 is to have the balance sheet 

reflected on a revenue requirement basis, it should have no impact on the 

determination of revenue requirements. In addition, the recovery of the tax 

effect of Commission-approved flow-through items is not justified simply by 

the issuance of SFAS No. 109. Such prior flow-through items are not required 

_I . 
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to be collected based on the Internal Revenue Code. If the Commission 

wanted these items to be normalized, they would have required normalization 

at the time the timing differences occurred. 

Has this issue previously been presented to the Commission? 

Yes. Mr. Benjamin A. McKnight 111, a partner in the firm of Arthur Anderson 

& Co., addressed this issue on behalf of Tampa Electric Company in Docket 

No. 920324-EI. Mr. McKnight testified that the adjustments to adopt SFAS No. 

109 should not affect revenue requirements. As Mr. McKnight explained, the 

regulatory assets and liabilities, and increase in accumulateh deferred income * 

taxes which will arise from the adoption of SFAS No. 109 have been consis- 

tently treated outside of the revenue requirement determination. 

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

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

through items? 

It is not inconsistent because the two items result from different circumstanc- 

es. The unprotected excess represents amounts allowed and recovered in 

rates to cover the future liability at 46 percent which are now taxable at only 

34 percent, These amounts, which will never be payable, were specifically 

included by Commission Order and collected from prior ratepayers. The prior 

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

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

in the same manner, they will eventually turn around. 

Would you please summarize your adjustment? 

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

tion period to expeditiously return the unprotected funds to ratepayers. 
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Additionally, I have reversed the Company’s adjustment to accelerate the 

recovery of prior Commission approved flow-through treatment. The use of 

the three-year period was used to balance the interest of the ratepayers with 

the Company’s ability to return the funds. As a result, I have reduced federal 

income tax expense and increased net operating income by $8,057,000. To 

reflect the proper level of unamortized unprotected excess deferred taxes, I 

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

Interest S~nchroniiation 

Q. Would you please explain interest synchronization? 

A. Under generally accepted ratemaking principles, regulators utilize a method 

of determining tax deductible interest charges by applying the weighted cost 

of debt to total invested capital. The weighted cost of debt utilized is based 

upon a capital structure that does not include accumulated deferred job 

development investment tax credits (rDIC). Further, this weighted cost of debt 

is applied to a rate base that does not exclude accumulated JDIC. Since the 

Internal Revenue Service allows the JDIC to earn a return no greater than the 

overall rate of return, it is concluded that the cost associated with JDIC is 

made up of long-term and short-term debt, preferred stock and common 

equity in a proportionate ratio. Under this scenario, a portion of a company’s 

weighted cost of JDIC is actually considered to be debt and should result in 

interest. By applying this interest synchronization, the effect on the ratepayers 

is to allow them a reduction of federal income tax expense for the interest 

component associated with JDlC to offset the amount of return dollars 

associated with JDIC that the shareholders are earning through rate base. In 

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

. 1 

41 



1 

2 

3 

4 

5 

6 

7 

8- Q. 

9 

10 A. 

therefore paying a return for JDIC invested in plant, the use of interest 

synchronization imputes interest expense associated with the cost of JDIC for 

purposes of reducing taxable income. This method has long been accepted 

as the appropriate method since the IRS ruled that it is consistent with 

normalization. By using this method, the interest deduction used for tax 

purposes is properly matched and consistent with rate base and the capital 

structure. 

Would you please summarize your adjustment to provide for a synchronized 

interest deduction? 

As presented on Exhibit RMA-2, Schedule 20, I have applied the 2.52 percent 
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total weighted cost of debt based on Mr. Rothschild’s capital structure adjusted 

to exclude accumulated JDIC to my recommended rate base of $4,150,182,0- 

00. The resulting synchronized interest deduction of $104,585,000 is 

$8,718,000 less than that used by the Company. As a result, I have increased 

income tax expense by $2,806,000. 

Excess Pension Collections 

Q. Would you please address your concerns with excess pension collections? 

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

No. 131, the BellSouth Management Pension Plan and BellSouth Pension Plan 

had a fair value in excess of projected benefit obligations at December 31, 

1991 of $808,637,000 and $967,526,000, respectively. These amounts 

represent value in the plans in excess of the required value to cover plan 

obligations. With excess values like this, one would expect that no pension 

expense would be necessary to include in revenue requirements. As explained 

by the Company in response to Citizen’s 8th Interrogatory, Question No. 171, 
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however, the Commission has allowed BST-FL to charge ratepayers the SFAS 

No. 87 expense amount. Since SFAS No. 87 does not expeditiously recognize 

value gains due to the 10 percent corridor approach, the level of expense can 

often exceed actual funding levels. 

Q. What happens when the expense exceeds actual funding levels? 

A. As reflected in response to Citizen’s 8th Interrogatory, Question No. 173, the 

Company will recover more pension dollars than it will fund in the pension 

plans. For 1991, this treatment provided BST-FL with $23.2 million of 

ratepayer supplied funds. Additional amounts could have resulted in prior 

years. 

Q. How should-these ratepayer-supplied funds be treated? 

A. Since they represent cost-free capital, such excess collections should be 

deducted from rate base. Since I have found no evidence that BST-FL has 

deducted such amounts from rate base, I have reduced rate base by $23,190,- 

OOO as reflected on Exhibit RMA-1, Schedule 21. This only considers 1991 and 

should be adjusted to include amounts recovered in prior years in excess of 

contributions to the pension fund. 

s, 

Attrition Analysis 

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

from the 1991 results of operations? 

Yes. The Company has sponsored the prefiled direct testimony of Mr. John 

D. McClellan who was engaged by SBT-FL to analyze the impact of earnings 

attrition. Mr. McClellan concluded that the level of revenue per access line 

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

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

A. 
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While I agree that BST-FL will experience negative attrition, I disagree with the 

results of Mr. McClellan’s study and have uncovered some basic flaws in his 

approach. As I will show, he has materially understated the related effect on 

earnings. 

What method has Mr. McClellan used for his analysis? 

Mr. McClellan used a simple trend approach based on 1989 through 1991 

actual data to capture the expected changes into 1993. As Mr. McClellan 

explains, his analysis shows the level of negative attrition assuming the pattern 

of negative attrition experienced during 1989 through 1991 continues. 

What is wrong with Mr. McClellan’s analysis? 

One major problem with Mr. McClellan’s analysis is that the historical trend 

experienced during 1989 through 1991 is not expected to continue into the 

future at the same pace. For example, the period trended by Mr. McClellan 

includes a period of general economic recession which is not expected to 

continue into 1993. Additionally, this time period experienced higher inflation 

than is expected to be experienced in 1992 and 1993. As reflected in the 

Company’s Strategic Implementation Plan for Florida released on August 4, 

1991, the period used by Mr. McClellan w a s  one of declining access line 

growth. Beginning in 1992, the plan shows a steady increase in the rate of 

growth. The plan states in Section 1, page 1, that the Company’s recent 

growth has reflected the effects of the general economic slowdown, yet, the 

outlook anticipates an improvement in the economy and a return to more 

normal levels of growth. Section 2, page 11, claims that evolving technology 

will bring new revenues and expense reduction opportunities. For example, 

the cost of fiber and associated electronics is dropping 5-12 percent a year. 

. 
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Further, the Financial Planning Assumptions for 1991 through 1994 used for 

the 1991 pre-Commitment view of 1992-1994 show very weak economic 

activity for 1990 and 1991 turning around in 1992. Mr. McCleUan’s trend 

analysis ignores these basic changes. Additionally, the period used represents 

the beginning years of incentive regulation for BST-FL which may not reflect 

a normalized view of operating results expected to be achieved under such 

regulation. Assuming that this plan will result in benefits, like any new 

regulatory scheme, incentive regulation also experiences a type of learning 

curve where the full effects are realized on an incremental 6r phased-in basis. * 

Would you please explain the incentive regulation learning curve further? 

Yes. One of the primary purposes of incentive regulation is to provide a utility 

the opportunity to share in the benefits of increased revenues resulting from 

competitive pricing and decreased expenses resulting from efficiency and 

productivity improvements. These changes do not happen overnight. It may 

take years of effort for these benefits to be obtained. This is evidenced in part 

by the fact that the Company has not yet reached the earnings level at which 

sharing would be triggered under the current incentive plan even though the 

intrastate cost of service on a per customer basis has been lowered during the 

incentive plan years as addressed by Mr. Reid. If the Company is right about 

incentive regulation and its benefits as time progresses and more new services 

are provided, one would naturally conclude that the benefits of incentive 

regulation would occur more rapidly. 

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

recession in his analysis? 
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1 A. No. Mr. McClellan assumes that the impacts of the recession will continue 

unimpeded and that the effects of incentive regulation will not improve over 

time. As a result, his negative attrition adjustment does not fully capture the 

effect of accretion occurring from the time of the test year to the time of the 

5 rate effective period. 

6 Q, What else is wrong with Mr. McClellan’s analysis? 
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8 

A. Mr. McClellan claims his analysis focused upon the pattern of change for the 

historic period trended through linear regression techniques to measure 

9 

10 

attrition. 

actually focused on the absolute value of change. On page 14, he addresses 

Rather than focusing on the pattern of chanze, Mr. McClellan . 
11 

12 

13 

the levels of change, not the rates of change. In other words, he ignored the 

rate of change experienced and instead used a set amount of change per year. 

Q. How did Mr. McClellan develop his set amount of change per year? 

14 

15 

16 

17 

A. While he claims to have used a linear regression technique, his result can be 

calculated by simply taking one-half of the dollar change in the variables 

measured from 1989 to 1991. For example, one-half the change in revenues 

for this period is $92,969 ($2,267,625-$2,081,687 = $185,938/2 = $92,969). 

18 

19 

20 

This amount simply represents a levelized average change per year. In fact, 

Mr. McClellan’s approach is not even affected by the middle year (Le. 1990). 

The use of this approach results in declining growth over time because the set 

21 

22 increase. 

23 Q. Can you provide an example of this effect? 

amount of change becomes proportionately smaller as the total revenues 

24 

25 

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

McClellan’s Schedule No. 3, page 3. 
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Year 

1992 

1993 

1994 

1995 

Revenue Percent Chanee 

$2,373,915 

$2,466,884 3.92 

$2,559,853 3.77 

$2,652,822 3.63 

Can you show how the use of the rate of change results in constant annual 

growth? 

Yes. The following table adjusts the 1992 revenues from &ove based on the * 

historical annual rate of growth: 

11 Year 

12 1992 

13 1993 

14 1994 

15 1995 

16 

Revenue Percent Change 

$2,373,915 

$2,477,668 4.37 

$2,585,955 4.37 

$2,698,975 4.37 

17 Q. Would you please summarize this concern? 

18 

19 

20 

21 in the telephone industty. 

22 

23 

24 

25 

A. Mr. McClellan has provided an attrition analysis based on historical trends of 

absolute values. This approach results in an ongoing decrease in the rate of 

growth. This is simply unreasonable given the growth experienced currently 

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

budget when preparing his analysis in this case? 

A. According to Mr. McClellan, the Company was reluctant to use the budget 

results because of recent changes in divisional and departmental structuring. 
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Mr. McClellan states "there is some question as to whether the budgeting 

procedures brought forward from the preceding departmental alignment is for 

the moment equally effective under the realigned system." As Mr. McClellan 

explains, the Company has chosen to substitute the budget data with the trend 

approach. 

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

budget? 

Yes. Mr. Reid states "that the Company's budget is normally a better measure 

of expected earnings in future periods than are adjusted historical data." ' 

However, because of the reorganization resulting from the merger, Mr. Reid 

has "temporarily" lost confidence in the budget amounts. 

How did you correct Mr. McCleUan's trend analysis to account for the 

concerns mentioned above? 

Due to the lack of better data, I was unable to revise the revenue, access Line, 

and investment projections. However, I was able to make one adjustment to 

his expense projections. 

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

I recognized that the rate of inflation during the historic period used by Mr. 

McClellan for trending expenses was higher than the expected inflation rates 

for the period of projected expenses. Considering that Mr. McClellan assumed 

the historic trend would continue through the period of projection, his 

analysis results in an over inflated level of expenses. 

How did you develop your adjustment? 

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

year growth rate used by Mr. McClellan for projecting expenses. From this 
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figure, I then removed the one-year historical change in inflation for the base 

years using the Gross Domestic Product (GDP) Deflator. Finally, I added back 

the average projected inflation for the projection period also based on the 

GDP Deflator. The results of this calculation indicate that the growth rate 

considering current inflation projections is 1.0115 or approximately half of the 

historic growth rate. 

Q. What was your next step? 

A. As reflected on page 3, I revised the 1993 projection of expenses by applying 

the previously discussed growth factor to the 1991 histo>ic expense level. ‘ 

Having revised the 1993 projection, I calculated the revised expense per access 

line and compared this to the 1991 expense per access line to arrive at a 

revised increment per access line. The resulting incremental decrease of 

$12.63 is $5.40 per access line greater than Mr. McClellan’s increment. Next, 

I recalculated the net operating income per access line by including the 

revised expense increment in the calculation presented on page 4. This 

resulted in a net operating income per access line that is $3.37 more negative 

than Mr. McClellan’s. 

Q. What was your final step? 

A. Consistent with Mr. McClellan’s method, I applied the revised net operating 

income along with the Company’s investment factor to the 1993 projected 

number of access lines to arrive at the revised accretion adjustment. As 

presented on page 1 of Schedule 22, the inflation correction resulted in a 

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

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

adjustments? 

A. Yes. It must be remembered that both Mr. McClellan’s and my attrition 

analysis addressed above effectively restate 1991 to 1993 levels. Therefore, to 

the extent that any items during 1991 are removed from cost of service, such 

removal must be consistently adjusted for the level of negative attrition applied 

to the 1991 level. 

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

A. 
* 

Assume there was $100 of widget expense during 1991 that was adjusted * 

upward by 2 percent a year within the attrition analysis. The widget expense 

for 1993 reflected in cost of service would be $104. However, if the widget 

expense was disallowed for ratemaking at the 1991 level, the removal of $100 

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

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

A. As reflected on Exhibit RMA-2, Schedule 23, I used the same trending method 

used by Mr. McClellan adjusted to more properly reflect inflation projections. 

While my adjustment begins with net operating income before attrition, the 

accretion value of any individual OPC adjustment can be developed by 

inserting its value in place of net operating income at the top of Exhibit RMA- 

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

$2,403,000. 

Q. Does this conclude your testimony? 

A. Yes, it does. 
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ExDert Testimony and Other Services 

Presented by Randy M. Allen 

Before Federal Commissions: 

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

Columbia Gas Transmission Corporation (Federal Energy Regulatory Commission, 
Docket No. RP90-108-000), August 1991. Testimony on cost of service, 
invested capital and revenue deficiency on behalf of the Pennsylvania 
Office of Consumer Advocate. . 7 

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

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

Docket No. RP91-160-OOO), February 1992. 
invested capital and revenue deficiency on behalf of the Pennsylvania 
Office of Consumer Advocate. 

Testimony on cost of service, 

Columbia Gulf Transmission Company (Federal Energy Regulatory Commission, 
Testimony on cost o f  service, 

Before State Commissions: 

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

Engel Water Utility Company (Public Utility Commission of Texas, Docket No. 
5512), 1984. 
Utility Commission Staff. 

No. 5467), January 1984. Testimony on cost of service, invested capital 
and revenue deficiency on behalf of the Public Utility Commission Staff 
(settled). 

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

Testimony on interim rate relief on behalf of the Public 

San Bernard Electric Cooperative (Public Utility Commission of Texas, Docket 

1 



Texas Utilities Electric Company (Public Utility Commission of Texas, Docket 
No. 5640), June 1984. 
Public Utility Commission Staff. 

Testimony on invested capital on behalf of the 

Community Water Company (Public Utility Commission of Texas, Docket No. 5735). 
August 1984. 
revenue deficiency on behalf of the Public Utility Commission Staff. 

Testimony on collection of local franchise 

Testimony on cost of service, invested capital, and 

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

Gulf-States Utilities Company (Public Utility Commission of Texas, Docket No. 
5820), October 1984. 
revenue deficiency on behalf of the Public Utility Commission Staff. 

Testimony on cost of service, invested capital and 

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

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

Testimony on cost of service, invested 

Proposed Rule Making Amendment o f  16 TAC 7.35 (Texas Railroad Commission), 
August 1985. 
of the City of Austin. 

Testimony on revenues, cost of service, invested capital and revenue 
deficiency on behalf o f  the City of Amarillo. 

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

Testimony on cash working capital requirements on behalf 

Energas Company (Texas Railroad Commission, Docket No. 5793), September 1985. 

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

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

behalf o f  Municipal Intervenors. 

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

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No. 

Testimony on cost of service, invested capital and 

7195), March 1987. 
revenue deficiency on behalf of Municipal Intervenors. 

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

7195), February and March 1988. Testimony on rate base exclusion of 
nuclear plant and hypothetical federal income taxes on behalf of the 
Office of Public Utility Counsel. 

8032), June 1988. Testimony on cost of service, invested capital and 
revenue deficiency on behalf of the Office of Public Utility Counsel 
(settled). 

Testimony on cost of service, invested capital and 

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No. 

. 
Lower Colorado River Authority (Public Utility Commission of Texas, Docket No. 

Contel of Texas, Inc. (Public Utility Commission of Texas, Docket No. 8190), 
June 1988. 
tion Regarding the Tax Reform Act of 1986 on behalf of the Office of 
Public Utility Counsel. 

Testimony on Lifeline Program's Effect on Proposed Stipula- 

Central Power and Light Company (Public Utility Commission of Texas, Docket 
Testimony on deferred accounting treatment for No. 7560), July 1988. 

STP Unit No. 1 on behalf of the Office of Public Utility Counsel. 

Texas-New Mexico Power Company (Public Utility Commission o f  Texas, Docket No. 
8D95), July 1988. 
revenue deficiency on behalf of the Office of Public Utility Counsel 
(settled). 

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

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

Testimony on cost of service, invested capital and 

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

3 



El Paso Electric Company (Public Utility Commission of Texas, Docket No. 
8363), January 1989. 
on behalf of the Office of Public Utility Counsel. 

Testimony on cost of service and invested capital 

Central Telephone Company of Texas (Public Utility Commission of Texas, Docket 
No. 8 2 6 6 ) ,  January 1989. 
Reform Act of 1986 on behalf of the Office of Public Utility Counsel. 

Settlement negotiation regarding the Tax 

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

Houston Lighting & Power Company (Public Utility Commission of Texas, Docket 
No. 8425), March 1989. Testimony on cost of service, invested capital 
and revenue deficiency on behalf of the Office of Public Utility 
Counsel. 

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

United Telephone Company of Texas, Inc. (Public Utility Commission of Texas, 
Docket No. 8222), March 1989. 
Reform Act of 1986 on behalf of the Office of Public Utility Counsel. 

Settlement Negotiation Regarding the Tax 

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

8702),  July and August 1989. 
capital and revenue deficiency on behalf of the Office of Public Utility 
Counsel. 

Testimony on 

Gulf States Utilities Company (Public Utility Commission of Texas, Docket No. 
Testimony on cost of service, invested 

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

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

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

Testimony on revenue requirement methodology 

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

No. 8646) .  June 1989 and March and April 1990. Testimony on federal 
Central Power and Light Company (Public Utility Commission of Texas, Docket 

Texas 

income taxes and interim rate relief' and nonunanimous stipulation on 
behalf of the Office of Public Utility Counsel. 

Utilities Electric Company (Public Utility Commission o f  Texas, Docket 
No. 930D), April and July 1990. Testimony on cost of service, invested 
capital, revenue deficiency and revenue requirement effects of impru- 
dence disallowance on behalf of the Office of Public Utility Counsel. 

v . 
Lufkin-Conroe Telephone Company (Public Utility Commission o f  Texas, Docket 

No. 8773) ,  June 1990. Settlement negotiations regarding the Tax Reform 
Act of 1986 and overearnings on behalf of the Office of Public Utility 
Counsel. 

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

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

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

9427) ,  July 1990. 
transmission facility lease program on behalf of the Office of Public 
Utility Counsel. 

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

Lower Colorado River Authority (Public Utility Commission of Texas, Docket No. 
Testimony on debt service, coverage and proposed 

New Jersey Natural Gas Company (New Jersey Board of Public Utilities, Docket 
No. GR90080786J), January 1991. Testimony on cost of service, invested 
capital and revenue deficiency on behalf of the Department of the Public 
Advocate, Division of Rate Counsel (settled). 
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Utah Power & Light Company (Public Service Commission of Utah, Docket No. 
90-035-06), February 1991. 
tions on the termination of the Energy Balancing Account and review of 
coal procurement policies and coal management practices. 

Technical analysis of settlement negotia- 

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

Appalachian Power Company (West Virginia Public Service Commission, Case No. 
91-026-E-42T), July 1991. Testimony on cost of service, invested 
capital and revenue deficiency on behalf of the Consumer Advocate 
Division. 

Testimony on coal reconciliation treatment of 

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

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

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

Atlantic City Electric Company (New Jersey Board of Regulatory Commissioners, 
Docket No. ER90091090J - Phase 11), January 1992. Testimony on consoli- 
dated tax savings and ratemaking treatment of gross receipts and 
franchise tax legislative changes on behalf of the Department of Public 
Advocate, Division of Rate Counsel. 

New Jersey Natural Gas Company (New Jersey Board of Regulatory Commissioners, 
Docket No. ER91081393J), March 1992. Testimony on consolidated tax 
savings on behalf of the Department of Public Advocate, Division of Rate 
Counsel. 

Public Service Electric and Gas Company (New Jersey Board of Regulatory 
Commissioners, Docket No. ER91111698J), June 1992. Testimony on cash 
working capital, consolidated tax savings and postretirement benefits on 
behalf of the Department of Public Advocate, Division of Rate Counsel. 

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

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

Rockland Electric Company (New Jersey Board of Regulatory Commissioners, 
Docket No. ER91030356J - Phase 11), July 1992. Testimony on the 
ratemaking treatment of gross receipts and franchise tax legislative 
changes on behalf of the Department of Public Advocate, Division of Rate 
Counsel. 

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

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

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

91-1069-E-G1), September 1992. Testimony on cost of service, invested 
capital and revenue surplus on behalf of the Consumer Advocate Division. 

No. 92PUE0037), September 1992. Testimony on cost of service, invested 
capital and revenue deficiency on behalf of the Attorney General. 

Wheeling Power Company (West Virginia Public Service Commission, Case No. 

Commonwealth Gas Services, Inc. (Virginia State Corporation Commission Case 

Before Leqislative Bodies and Courts: 

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

71st Texas State Legislature (House State Affairs Committee, H.B. 2882) ,  April 

71st Texas State Legislature (House State Affairs Committee, H.B. 1316), April 

1989. Testimony regarding the regulatory treatment of excess capacity. 

1989. Testimony regarding the ratemaking treatment of self insurance 
reserves. 

71st Texas State Legislature (House State Affairs Committee, H.B. 2364 and 
2881), April 1989. Testimony regarding the ratemaking treatment for the 
change in the statutory income tax rate. 
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Gulf States Utilities Company (District Court of Travis County, 126th Judicial 
District, Cause No. 462,0144), April 1989. Affidavit related to treat- 
ment of abeyed nuclear plant in PUC Docket Nos. 7195 and 8702 on behalf 
of the Office of Public Utility Counsel. 

Before Municipalities: 

Energas Company (Amarillo, Texas City Commission), July 1985. Report on reve- 
nues, cost o f  service and invested capital on behalf of the City o f  
Amari 1 lo. 

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

revenues, cost of service, invested capital and rate design on behalf o f  
the City of Texline. 

cash working capital on behalf of the City of Dallas. 

working capital on behalf of the City of Sherman. 

1987. Report on cost of service, invested capital, capital structure, 
rate of return, cost allocations, rate design, system access fee and 
contract negotiation on behalf of 21 Customer Cities. 

Lower Colorado River Authority (Kerrville Public Utility Board), August 1987. 
Report on Distribution system purchase negotiation, revenue require- 
ments, rate design, forecasted results of operations and consulting 
engineer's report for issuance o f  revenue bonds on behalf of the City of 
Kerrville. 

II 

West Texas Gas, Inc. (Texline, Texas City Council), November 1985. Report on 

Lone Star Gas Company (Dallas, Texas City Council), December 1985. 

Lone Star Gas Company (Sherman, Texas City Council), 1986. Report on cash 

Fort Worth, Texas Wastewater Utility (Tarrant County Mayor's Council), January 

Report on 

8 



STATE OF FLORIDA 

BEFORE THE 

PUBLIC SERVICE COMMISSION 

Docket No. 920260-TL 
Comprehensive Review of the 
Revenue Requirements and Rate 
Stabilization Plan of Southern 
Bell Telephone & Telegraph Company 

. 

EXHIBITS AND SCHEDULES ACCOMPANYING THE 

DIRECT TESTIMONY 

OF 

RANDY M. ALLEN 

ON REVENUE REQUIREMENT ISSUES 

ON BEHALF OF THE 

OFFICE OF PUBLIC COUNSEL 

AND FLORIDA CITIZENS 

NOVEMBER 16, 1992 

Associates. Inc. 
10801 Lockwocd Drive 
Suiie 350 
Silver Spring. MD 20901 



OPERATING REVENUES 
Local Service 
InterLATA 
IntraLATA 
Miscellaneous 
Uncollectibles 
Total Operating Revenues 

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

TAXES 
Federal Income Taxes 
State Income Tax 
Other Tax Expense 
Total Tax Expenses 

Total Operating Expenses 
and Taxes 

Attrition Adjustment 

MFR Amendment Adjustment 

Net Operating Income 

Rate Base 

Rate of Return On Rate Base 

Docket No. 920260-TL 
Exhibit RNA-1 

Schedule 1 
Page 1 of 2 

SOUTHERN BELL TELEPHONE COMPANY 

Summary of Operating Income 
Average for Test Year 1991 

(In Thousands) 

Per Company OPC Adjusted Prof orma Prof orma 
Present Rates Adjustments Per OPC Increase Amount 

$1,325,915 $0 $1,325,915, $0 . $ 0  
274,694 0 274,694 0 0 
347,383 0 347,383 0 0 
294,224 0 294,224 0 0 
(39,415) 15,442 (23,973) 0 0 

$2,202,801 $15,442 $2,218,243 ($232,739) $1,985,504 

$322,161 
187,220 
524,617 
305,405 
209,181 

$380,059 ($57,898) $322,161 SO 
0 
0 
0 
0 

187,220 
524,617 
305,405 
209,181 

187,220 0 
524,617 0 
305,405 0 
209,181 0 

585 (32,737) (32,152) 0 (32,152) 
$1,607,067 ($90,635) $1,516,432 $0 $1,516,432 

$75,396 $28,831 $104,227 ($73,869) $30,359 
18,024 6,315 24,.339 (12,645) 11,694 

124,432 0 124,432 (2,834) 121,598 
($89,348) $163,650 $217,852 $35,146 $252,998 

$1,824,919 ($55,489) $1,769,430 ($89,348) $1,680,082 

$41,874 $19,318 $61,192 $0 $61,192 

($28,421) $0 ($28,421) $0 ($28,421) 

$391,335 $90,249 $481,584 ($143,392) $338,192 

$4,150,495 ($896) $4,149,599 $0 $4,149,599 

9.43% 11.61% 8.15% 



L 

c 

OPC Recommended Rate Base 

Required Rate of Return 

Required Return 

Adjusted Operating Income 

Income Shortfall 

SOUTHERN BELL TELEPHONE COMPANY 

Revenue Multiplier 

Revenue Increase Required 

Uncollectible Accounts at 0 . 8 0 %  

Subtotal 

Public Utility Tax at 0.16821% 

Subtotal 

Determination of Revenue Increase 
Average for Test Year 1991 

Revenue Taxes at 1.05% 

Subtotal 

(In Thousands) 

Docket No. 920260-TL 
Exhibit RMA-1 

Schedule 1 
Page 2 of 2 

Amount source 

$4,149,599 Exhibit RMA-1, Schedule 3 

=, . 
8.15% 

$338,192 

$481,584 

($143,392) 

1/((1-0.008-0.0016821) 
(1-0.0105)*(1-0.055) 

1.63619 * (1-0.34)) 

($234,616) 

($1.877) 

($232,739) 

($395) 

($232,345) 

($2,440) 

($229,905) 

State Income Tax at 5.5% ($12,645) 

Subtotal ($217,260) 

Federal Income Tax at 34% ($73,869) 

Net Income Increase Required ($143,392) 



^
^

^
 

"
x
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.
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Net Income per Company 

OPC Adjustments: -_--____--_____- 

Docket No. 920260-TL 
Exhibit RMA-1 

Schedule 2 
Page 2 of 2 

SOUTHERN BELL TELEPHONE COMPANY 

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

(In Thousands) 

Software Expense 
Promotional Advertising 
Promotional Subscriptions 
Voluntary Enhanced Early Retirement 
Incentive Bonus 
Employee Activities 
Postretirement Benefits 
Uncollectibles 
Legal Settlement Claims 
Outside Services Performed 
USTA Dues 
Abandoned Property 
Atlantic Golf Classic 
Furniture & Artwork 
Office Equipment 
Radio Systems 
Underground Cable 
Provisioning 
Excess Deferred Income Taxes 
Interest Synchronization 
Negative Attrition on Revenue Requirement 
Negative Attrition on OPC’s Adjustments 
BellSouth Corporate Charges 
BellCore Research 6 Development 

Amount Source 

$391,335 Exhibit RMA-1, Schedule 1 
=, 

Total OPC Adjustments 

Total Adjusted Income 

$11,223 
$7,381 
$391 

$11,253 
$8,528 

$838 
$3,684 
$9,631 

$715 
$1,982 

$49 
$421 
$93 

$329 
$307 
$195 
$621 

$3,654 
$8,057 
($3,286) 
$16,915 
$2,403 
$1,759 
$3,106 

$90,249 

$481,584 

Exhibit RMA-2, Schedule 1 
Exhibit RMA-2, Schedule 2 
Exhibit RMA-2, Schedule 3 
Exhibit RMA-2, Schedule 4 
Exhibit RMA-2, Schedule 5 
Exhibit RMA-2, Schedule 6 
Exhibit RMA-2, Schedule 7 
Exhibit RMA-2, Schedule 8 
Exhibit RMA-2, Schedule 9 
Exhibit RMA-2, Schedule 10 
Exhibit RMA-2, Schedule 11 
Exhibit RMA-2, Schedule 12 
Exhibit RMA-2, Schedule 13 
Exhibit RMA-2, Schedule 14 
Exhibit RMA-2, Schedule 15 
Exhibit RMA-2, Schedule 16 
Exhibit RMA-2, Schedule 17 
Exhibit RMA-2, Schedule 18 
Exhibit RMA-2, Schedule 19 
Exhibit RMA-2, Schedule 2 0  
Exhibit RMA-2, Schedule 22 
Exhibit RMA-2, Schedule 23 
Exhibit- (MLB-1) 
Exhibit- (MLB-2) 

. 



Utility Plant 

Accumulated Depreciation 

Net Utility Plant 

Non-Interest Bearing CWIP 

Plant Held for Future Use 

Working Capital 

Capitalized Software 

Excess Pension Collections 

MFR Amendment Adjustment 

Rate Base 

Utility operating Income 

Rate of Return 

Docket No. 920260-TL 
Exhibit RMA-1 

Schedule 3 
Page 1 of 2 

SOUTHERN BELL TELEPHONE 

Summary of Rate Base 
Average for Test Year 1991 

(In Thousands) 

OPC 
Per Company Adjustments 

$6,647,171 ($46) 

$2,384,592 ( $ 6 )  

$4,262,519 ($40) 

$42,156 

$244 

($8,026) 

$0 

$0 

($146,458) 

$4,150,495 

$391,335 

9.43% 

$0 

$0 

$2,090 

$20.244 

($23,190) 

$0 

($896) 

$90,249 

2.18% 

Adjusted 
Per OPC 

=, 
$6,647,125 

$2,384,586 

$4,262,539 

$42,156 

$244 

($5,936) 

$20,244 

($23 I 190) 

($146,458) 

$4,149,599 

$481,584 

11.61% 

. 



Docket No. 920260-TL 
Exhibit RMA-1 

Schedule 3 
Page 2 of 2 

SOUTHERN BELL TELEPHONE COMPANY 

Summary of Rate Base 
Average for Test Year 1991 

(In Thousands) 

Amount Source 

Rate Base Per Company $4,150,495 

OPC Adjustments: 

. 

Software Expense Capitalized $20,244 Exhibit RMA-2, Schedule 1 

Postretirement Benefits ($578) Exhibit RMA-2, Schedule 7 

Excess Deferred Income Taxes $2,628 Exhibit RMA-2, Schedule 19 

Excess Pension Collections ($23,190) Exhibit RMA-2, Schedule 21 

Total OPC Adjustments ($896) 

Adjusted Rate Base $4,149,599 



- 
Software Expense (1) 

Amortization Period (2) 

Annual Amortization 

- 

- Requested Expense (1) 

Adjustment to Software Expense 

- 
State Income Tax at 5.5% 

Federal Income Tax at 34% - 
Adjustment to Net Operating Income 

- 
Adjustment to Rate Base 

Docket NO. 920260-TL 
Exhibit RHA-2 

Schedule 1 

SOUTEERN HELL TELEPHONE COMPANY 

Adjustment to Software Costs 

(In Thousands) 

Notes: _ _ _ _ _  - 
(1) Per Response to Citizen’s 8th Interrogatory, Question No. 181. 
(2) See Testimony. 

Amount 

$22.494 

I 

$4,499 

$22.494 

($17,995) 

$ 9 9 0  

$5,782 

$11,223 

$20,244 

. 



- Removal of Promotional Advertising (1) 

State Income Tax at 5.5% - 
Federal Income Tax at 34% 

Adjustment to Net Operating Income - 

Docket NO. 920260-TL 
Exhibit RHA-2 

Schedule 2 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Promotional Advertising 

(In Thousands) 

Notes: _ _ _ _ _  - 
(1) Per Response to Citizen’s 8th Interrogatory, Question NO. 189. 

Amount 

($11,834) - . 
$651 

$3,802 

$7,381 



Docket NO. 920260-TL 
Exhibit RMA-2 

Schedule 3 

SOUTHERN BELL TELEPBONE COWANY 

adjustment to Promotional subscriptions 

(In Thousands) 

- 
Removal of Promotional Subscriptions (1) 

State Income Tax at 5.5% - 
Federal Income Tax at 34% 

Adjustment to Net Operating Income - 

Notes: - _--__ 
(11 Per Response to Citizen's 8th Interrogatory, Question No. 199. 

( $ 6 2 7 1  

1 . 
$34 

$201 

$391 



SOUTHERN BELL TELEPHONE COHPANY 

adjustment to Voluntary Enhanced Early Retirement Expenses 

(In Thousands) 

- 
nemoval of 1991 VEER Expenses (1) 

State Income Tax at 5.5% - 
Federal Income Tax a t  34% 

- Adjustment to Net Operating Income 

Nates: 
-___- - 
(1) Per Response to Staff's 1st Interrogatory, Question No. 8. 

Docket NO. 920260-TL 
Exhibit RHA-2 

Schedule 4 

m o u n t  

($13,674) 
=, . 

$752 

$4,393 

$ 8 , 5 2 8  



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Incentive Bonus Expense 

(In Thousands) 

c 
Adjustment to Remove Incentive Bonus Expense 

State Income Tax at 5.5% 

(1) 

- 
Federal Income Tax at 34% 

- Adjustment to Net Operating Income 

Docket No. 920260-TL 
Exhibit RUA-2 

Schedule 5 

Amount 

($18,043) 
_1 . 

$ 9 9 2  

$ 5 . 1 9 7  

$11,253 



Notes: I 

Docket No. 9 2 0 2 6 0 - ~  
Exhibit RHA-2 

Schedule 6 

SOUTHERN BELL TELEPHONE COHPANY 

Adjustment to Employee Activities 

(In Thousands) 

- 
Adjustment to Remove Employee Activities Expense (1) 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

- 

(1) Per nesponee to staff's First Data Request, Question 11. 

Amount 

($1,344 1 

$74 

$ 4 3 2  

-> 
$838 . 



Reversal of Company Adjustment (1) 

- 
State Income Tax at 5.5% 

Federal Income Tax at 34% - 
Adjustment to Net operating Income 

- 
Adjustment to Rate Base (1) 

- 

- 
Notes: 
_ _ _ _ _  
(1) Per Amended schedule A-lb. - 

Docket No. 920260-TL 
Exhibit RUA-2 

Schednle 7 

SOUTBERN BELL TELEPBONE COMPANY 

Adjustment to Postretirement Benefits 

(In Thousands) 

Amount - 
( $ 5 , 9 0 6  1 . 

$325 

$1,898 

$3,684 

($578) 



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

Four-Year Total 

Docket No. 920260-TL 
Exhibit RNA-2 

Schedule 8 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Uncollectible Accounts Expense 

(In Thousands) 

Requested Operating Revenue at Present Rates (2) 

Jurisdictional Revenue Allocation Factor (3) 

Total Florida Operating Revenue 

Four-Year Average Net Write-off Revenue 

Revised Uncollectible Accounts Expense 

Jurisdictional Uncollectible Accounts Factor (4) 

Revised Uncollectible Accounts Expense 

Requested Level (2) 

Adjustment to Uncollectible Accounts Expense 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net operating Income 

Net 
Revenues Write-offs Amount 

$3,003,707 $20,445 0.68% 
$3,030,072 $22,155 0.73% 
$3,119,922 $26,701 0.86% 

$3,140,365 $29.186 3 0.93% . 
$12,294,065 $98,488 0.80% 

Notes: _ _ _ _ _  
11) Per Response to Citizen's 8th Interrogatory, Question NO. 182. 
( 2 )  Per schedule A-2b. 
(3) Per schedule C-la, Page 1 and Schedule C-4al Page 2. 
(4) Per Schedule A-Zb and Schedule C-4a. Page 2 .  

$2,242,216 

73.94% 

$3,032,427 

0.80% 

$24,293 

98.68% 

$23,973 

$39,415 

($15.442) 

$849 

$4,962 

$9,631 



1988 Level (1) 

1989 Level (1) 

1990 Level (1) 

1991 Level (1) 

Four-Year Total 

NUmber of Years 

Four-Year Average 

Requested Level (1) 

Adjustment to Legal Settlement Claim 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Docket No. 920260-TL 
Exhibit RHA-2 

Schedule 9 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Legal settlement Claims 

(In Thousands) 

Notes: 

GDP Index 
Amount (1991=100) Amount 

$108 88.74% $798 

* 
$1,716 92.68% $1,852 

$1,885 

$3,063 

- (11 Per Response to Citizen's 8th Interrogatory, Question NO. 208. 

96.48% $1,954 

100.00% $3,063 

$ 7 , 6 6 7  

4 

$1,917 

$3,063 

($1.146 I 

$63 

$368 

$715 

. 



L 

c 

1900 Level (1) 

1989 Level (1) 

1990 Level (1) 

1991 Level (1) 

Four-Year Total 

Number of Years 

Four-Year Average 

Requested Level (1) 

Adjustment to outside services 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Docket No. 920260-Tt 
Exhibit RUA-2 

schedule IO 

SOUTBERN BELL TELEPEONE COMPANY 

Adjustment to outside services Perforned 

(In Thousands) 

GDP Index 
Amount (1991=100) Amount 

$67,ao3 88.74% $76,403 

1 

$60,455 92.60% $65,233 

559.833 96.48% $62,011 

$72,121 100.00% $72,121 

$215,114 

. 

$60,944 

$72,121 

l$3,177) 

$175 

$1,021 

$1,982 

Notes: 
---__ 

- (1) Per Response to Citizen's 8th Interrogatory, Question No. 108. 



Docket No. 920260-TL 
Exhibit RHA-2 

schedule 11 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to USTA Dues 

(In Thousands) 

USTA Percentages: (1) 
Legislative Advocacy 

Regulatory Advocacy 

Public Relations 

Mea18 6 Entertairunent 

Total Unallowable Dues Percentage 

Test Year Dues (2) 

Adjustment to Remove Disallowable USTA Dues 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Amount 

-19.88% 

-7.43% 

-2.90% 

-1.18% . 
-31.39% 

$250 

( $ 7 8 )  

$4 

$25 

$49 

Notes: 

(1) P e r  NARUC Audit Report on the Expenditures of the United States Telephone Association, March 1992. 
(2) P e r  Response to Staff’s 1st Set of Interrogatories, Question 11. 

_ _ _ _ _  - 



SOUTHEERN BELL TELEPIlONE COMPANY 

Adjustment to Abandoned Property 

(In Thousands) 

Adjustment to Remove Aandoned Property Expense (I) - 
State Income Tax at 5.5% - 
Federal Income Tax at 34% 

Adjustment to Net Operating Income - 

Notes: _ _ _ _ _  - 
(1) Per schedule A-6a. Page 2 of 3. 

Docket No. 920260-12 
Exhibit RHA-2 

Schedule 12 

Amount 

($675) 

$37 

$217 

$421 

. 



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Atlantic Golf Classic 

(In Thousands) 

- 
Adjustment to Remove Atlantic Golf Classic Expense (1) 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net operating Income 

7 

- Notes: _ _ _ _ _  
(1) Per Response to Staff’s First Data Request, Question 11. 

Docket NO. 920260-TL 
Exhibit RMA-2 

Schedule 13 

$48 

$93 . 



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

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

Docket NO. 920260-TL 
Exhibit RMA-2 

schedule 14 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Furniture and Artwork 

(In Thousands) 

Total Eleven Month Furniture h Artwork Expense 

Number of Months 

Eleven Month Average (2) 

May Furniture 6 Artwork Expense 

Adjustment to Furniture and Artwork 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Notes: 
---__ 
(1) Per HR5 Report, 1991, Account NO. 6122. 
( 2 )  Expense for nay is Excluded. 

Amount 

$103 
$107 

$12 
$211 

' $54 

$87 
$147 

$72 
$78 

$1,076 

$ 9 8  

$29 

$170 

$329 



c 

SOUTEERN BELL TELEPHONE COMPANY 

Adjustment to Office Equipment 

(In Thousands) 

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

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

Total Eleven Month Office Equipment Expense 

Number of Months 

Eleven Month Average (2) 

May Office Equipment Expense 

Adjustment to office Equipment 

State Income Tax at 5.5% 

Federal Income T&x at 34% 

Adjustment to Net Operating Income 

- Notes: 

Docket No. 920260-TL 
Exhibit RNA-2 

Schedule 15 

Amount 

$1,075 
$917 - $993 

$857 
$1,198 
$1,360 

$836 
$1,037 
$1,016 

. 
$912 

$1,121 

$11,322 

$1,029 

$1,522 

($493) 

$27 

$158 

$307 

(1) Per HR5 Report, 1991, Account No. 6123. 
(2) Expense for May is Excluded to Remove Cargotainer Expense. - 



November (1) 

December (1) 

Total Two-Month Radio System Expense 

Number of Months 

Two-nonth Average 

Annualization Factor 

Annualized Radio System Expense 

Actual Annual Radio System Expense 

Adjustment to Radio Systems (2) 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Notes: 

Docket No. 920260-TL 
Exhibit MA-2 

schedule 16 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Radio Systems 

(In Thousands) 

(1) Per HR5 Report, 1991, Account No. 6231. 
(2) Expenses for January Through October are Adjusted by the 2-Month Average. 

AROunt 

$44 

$32 
=, . 

$76 

$38 

12 

$458 

$ 7 7 0  

( $ 3 1 2 )  

$17 

$100 

$195 



January 1991 (1) 
February (1) 

March (1) 
April (1) 

May (1) 
June (1) 

July (1) 
August (1) 
December (1) 

Total Nine Month Underground Cable Expense 

Nine Month Average (2) 
'3 

Docket No. 920260-TL 
Exhibit RMA-2 

Schedule 17 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Underground Cable 

(In Thousands) 

September (1) 
October (1) 
November (1) 

Total Three Month Underground Cable Expense 

Adjustment to Underground Cable 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Notes: 

(1) Per HR5 Report, 1991, Account No. 6422. 
(2) Expense for  September, October and November are Excluded. 

m o u n t  

$1,263 
$1,271 

~ $1,113 
$1,107 
$1,199 
$1,123 
$1,256 
$1,334 
$1,270 

. 

$10,935 

$1,215 

$3,645 

$1,524 
$1,707 
$1,411 

$4.641 

($996) 

555 

$320 

$621 



January 1991 (1) 
February (1) 
Harch (1) 
April (1) 

Hay (1) 
June ( 1) 

July ( 1 ) 
August (1) 
October (1) 
November (1) 

Total Ten Month Provisioning Expense 

Number of Months 

Ten Honth Average (2) 

September Provisioning Expense 

December Provisioning Expense 

Adjustment to Provisioning 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Notes: 

Docket No. 920260-TL 
Exhibit RIIA-2 

Schedule 18 

SOUTHERN BELL TELEPEONE COMPANY 

Adjustment to Provisioning 

(In Thousands) 

(1) Per m 5  Report, 1991, Account NO. 6512. 
(2) Expense for September and December are Excluded. 

($23) 

$4,558 

$1,255 

($5.858) 

$322 

$1,882 

$ 3 , 6 5 4  . .. 



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Excess Deferred Income Tax 

(In Thousands) 

- 
Unprotected Excess Deferred Income Tax (1) 

Amortization Period ( 2 )  

Annual Amortization 

- 

Requested Ano+zation and SFAS 109 Add Back (3) - 
Adjustment to Excess DFIT 

L 

Adjustment to Rate Base 

Notes: - _ _ _ _ _  
(1) Per Schedule C-23f and G-6c. 
( 2 )  See Testimony. 
(3) Reid Schedule 4. - 

Docket No. 920260-rn 

Exhibit RHA-2 
schedule 19 

Amount 

$15,766 

I 

(3) 

($5,2551 

$2,802 

($8,057) 

. 

$2,628 

L 

L 



Revised Rate Base (1) 

Revised Weighted Cost of Debt (2) 

Revised Interest Deduction 

Requested Interest Deduction (3) 

Adjustment to Interest Deduction 

State Income Tax at 5.5% 

Federal Income Tax at 34% 

Adjustment to Net Operating Income 

Notes: 

Docket No. 920260-TL 

Exhibit RnA-2 

Schedule 20 

SOUTHERN BELL TELEPHONE COWANY 

Adjustment to Interest synchronization Deduction 

(In Thousands) 

(1) See Exhibit RMA-1, Schedule 3, Page 1. 
(2) See Rothschild's schedule 1, Page 1. 

(3) Per Schedule c-23c. 

Amount 

-$4.149,599 . 
2.52% 

$104,570 

$113,303 

($8.733) 

$480 

$2,806 

($3.286 I 



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Excess Pension Collections 

(In Thousands) 

- 
Adjustment to Remove Excess Pension Collections (1) 

Notes: - _ _ _ _ _  
(1) Per Response to Citizens' 8th Interrogatories, Item No. 173. 

Docket No. 920260-12  

Exhibit m - 2  

Schedule 21 

Amount 

($23,190) 

-., . 



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Negative Attrition on Revenue Requirement 

(In Thousands) 

- 
Revised Net Operating Income (1) 

Company Investment (2) 

Total 

- 

- Revised Access Line - 1993 (3) 

Impact on Earnings 

Impact on Earnings Per HcClellan (4) 
- 

Adjustment to Net Operating Income - 

Notes: 

Docket NO. 920260-TL 
Exhibit RHA-2 

schedule 22 
Page 1 of 4 

Amount 

($8.93) . 
($2.66 

($11.59) 

5,025 

($58,229 I 

($41.314 

$16,915 

See Exhibit RNA-2, schedule 19, Page 4. - 



COMPANY GROWTH FACTOR: 

- 
Operating Expenses 6 Taxes - 1991 (3) 
Operating Expenses & Taxes - 1993 (3) 

- mo-Year Growth 
One-Year Growth 

HISTORICAI INFLATION; 

GDP - 1989 (5) 
GDP - 1991 (5) - 
mo-Year Change - One-Year Change 

PROJECTZD INFLATION: 

GDP Price Deflator - 1992 (6) 
GDP Price Deflator - 1993 (6) - 
mo-Year Average 

REVISED GROWTH FACTOR: 

Company Growth Factor 
Eietorical Inflation 
Projected Inflation 

- 

- Revised Growth Factor 

Docket No. 920260-TL 
Exhibit RWA-2 

Schedule 22 
Page 2 of 4 

Amount 

$1,169 
~ $1,223 . 

1.0463 
1.0229 

108.40 
117.00 

1.0193 
1.0389 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Negative Attrition on Revenue Requirement 

[In Thousands) 

Calculation of Growth and Inflation Factors 

1.0270 
1.0280 

1.0275 

1.0229 
[ 1.0389) 
1.0275 

1.0115 

- Notes: _-___ 
See Exhibit RIUL-2, Schedule 19, Page 4. 



SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Negative Attrition on Revenue Requirement 

(In Thousands) 

Calculation of Increment Per A C C ~ S S  Line 

Operating Expenses 6 Taxes - 1991 (3) 

Revised Growth Factor (7) 

- 

- Growth-Adjusted Expenses - 1992 

Revised Growth Factor (7) 

Growth-Adjusted Expenses - 1993 - 
Revised Access Lines - 1993 - 
Revised Expense/Access Line - 1993 
Company Expense/Access Line - 1991 (81 - 
Increment/Access Line 

- 
Notes: _ _ _ _ _  
See Exhibit RHA-2, Schedule 19, Page 4. - 

Docket NO. 92026O-TI. 
Exhibit REIR-2 

Schedule 22 
Page 3 of 4 

Amount 

-, 
$1,169 

1.0115 

$1,182 

1.0115 

$1,196 

5,025 

$238 

$251 

($12.63) 

. 



Docket No. 920260-TI 

Exhibit RMA-2 
Schedule 22 

Page 4 of 4 

SOUTHERN BELL TELEPHONE COMPANY 

Adjustment to Negative Attrition on Revenue Requirement 

(In Thousands) 

Calculation of Net Operating Income Per Access Line 

Revised Operating Revenues (3) 

Revised Operating Expense8 fi Taxes (9) 

Revised Depreciation Expenses (3) 

Revised Pre-Tax Amount 

Income Taxes (10) 

Tax Effect of Interest (3) 

Revised Net Operating Income Per Access Line 

Amount . 
($4.72) 

($12.63) 

$2.57 

($14.78) 

( $ 5 . 5 6 )  

($0.29) 

($8.93) 

Notes: 
----_ 
(1) Exhibit RNA-2, Schedule 19, Page 4. 
(2) Per McClellan Testimony, Schedule 8. 
(3) Per McClellan Testimony, Schedule 3, Page 1. 
(4) Per McClellan Testimony, schedule 1. 
(5) Economic Report of the President, 1992. 
(6) Blue chip Economic Indicators, October 10. 1992. 
(7) Exhibit RNA-2, Schedule 19, Page 2. 
( 8 )  Per McClellan Testimony, schedule 7. 
(9) Exhibit m - 2 ,  Schedule 19, Page 3. 
(10) Per McClellan Testimony, Schedule 8. Multiply Pre-Tax Amount by 37.63% Tax Rate. 



Docket NO. 920260-TL 

Exhibit W - 2  

Schedule 23 

SOUTHERN BELL TELEPHONE CONPANY 

Adjustment to Negative Attrition on OPC’S Adjustments 

(In Thousands) 

Net Operating Income (1) 

Attrition (2) 

Non-Attrition Net Operating Income 

Revised Growth Factor (3) 

Growth-Adjusted Expenses - 1992 
Revised Growth Factor (3) 

Growth-Adjusted Expenses - 1993 
Company Access Lines - 1993 (4) 
Revised Expense/Access Line - 1993 
nevised Expense/Access Line - 1991 
Increment/Access Line 

Income Tax (5) 

Net operating Income Per Access Line 

Company Access Lines - 1993 (4) 
Adjustment to Net Operating Income 

Amount 

$90,249 

$19,318 

$70,931 

1.0115 

$71.746 

1.0115 

. 

$72,569 

5,025 

$14.44 

$15.21 

( $ 0 . 7 7  I 

($0.291 

($0.48) 

5,025 

$2,403 

Notes: 

(1) Exhibit W - 1 ,  schedule 1, Page 1. 
(2) Exhibit W - 2 ,  Schedule 19, Page 1. 
(3) Exhibit W - 2 ,  Schedule 19, Page 2. 
(4) Per Hcclellan Testimony, Schedule 3, Page 1 

-_--- 



EXHIBIT RMA-3 

Source 

Citizens’ 8th Interrogatory, Question No. 181 

Citizen’s 8th Interrogatory, Question No. 122 

Staffs 1st Interrogatory, Question No. 5 

Citizens’ 12th Production of Documents, No. 113 

Staffs 1st Interrogatory, Question No. 4 

Staffs 1st Interrogatory, Question No. 11 

Citizen’s 8th Interrogatory, Question No. 174 

Citizen’s 8th Interrogatory, Question No. 179 

Citizen’s 8th Interrogatory, Question No. 217 

Citizen’s 8th Interrogatory, Question No. 182 

Citizen’s 8th Interrogatory, Question No. 138 

Citizen’s 8th Interrogatory, Question No. 139 

Citizen’s 8th Interrogatory, Question No. 144 

Citizen’s 8th Interrogatory, Question No. 150 

Citizen’s 8th Interrogatory, Question No. 153 

Citizen’s 8th Interrogatory, Question No. 131 

Citizen’s 8th Interrogatory, Question No. 171 

Citizen’s 8th Interrogatory, Question No. 173 

Citizen’s 8th Interrogatory, Question No. 189 

Citizen’s 8th Interrogatory, Question No. 199 

Staffs 1st Interrogatory, Question No. 8 

Citizens’ 8th Interrogatory, Question No. 208 

Citizens’ 8th Interrogatory, Question No. 188 

Reference’ 

Page 7 and Schedule 1 

Page 14 

Page 14 

Page 15 and Schedule 5 

Page 15 

Page 16 and Schs. 6, 11 & 23 

Page 21 

Page 24 

Page 27 

Page 27 and Schedule 8 

Page 33 

Page 33 

Page 34 

Page 34 

Page 34 

Page 39 

Page 39 

Page 39 and Schedule 21 

Schedule 2 

Schedule 3 

Schedule 4 

Schedule 9 

Schedule 10 

. 

‘References are to testimony and Exhibit RMA-2 schedules 



Southern B e l l  T e l .  & Tel. Co. 
FPSC Docket No. 920260-TL 
C i t i z e n s '  8 t h  I n t e r r o g a t o r i e s  
June 1 6 ,  1 9 9 2  
I t e m  N o .  181  
Page 1 of 1 

REQUEST : 

Please  p rov ide  a l i s t . o f  each s e p a r a t e  so f tware  a d d i t i o n  
r e f l e c t e d  i n  c o s t  of s e r v i c e ,  i nc lud ing  a d e s c r i p t i o n ,  t h e  amount; 
expensed and/or c a p i t a l i z e d ,  and t h e  a n t i c i p a t e d  u s e f u l  l i f e .  

RXSPONSE: 

As shown i n  Attaci-ments I and 11, t h e  sof tware  expensed and 
sof tware  c a p i t a l i z e d  f o r  Cen t ra l  O f f i c e s  i n  1551 w e r e  $ 2 2 , 4 9 3 , 5 2 0  
and 1 , 1 0 4 , 8 4 8 ,  r e s p e c t i v e l y .  These amounts have p r e v i o u s l y  been 
provided i n  S t a f f ' s  1st S e t  of I n t e r r o g a t o r i e s ,  Kay 2 7 ,  1 9 5 2 ,  
I t e m s  15 and 17. To p rov ide  a l i s t  of each g e n e r a l  s o f t w a r e  
a d d i t i o n  i n c l u d i n g  a d e s c r i p t i o n ,  t h e  amount expensed and/or 
c a p i t a l i z e d ,  and t h e  a n t i c i p a t e d  u s e f u l  l i f e  would necessi ta te  
t h e  review of a l l  purchase  r e q u i s i t i o n s  f o r  1 9 9 1 ,  r e q u i r i n g  a 
l a r g e  amount of p e r s o n n e l ,  t i m e ,  and expense. Even such  a 
demanding review would n o t  provide  t h e  a n t i c i p a t e d  u s e f u l  l ives  
s i n c e  it is n o t  p o s s i b l e  t o  p r e d i c t  when nor  how o f t e n  s o f t w a r e  
upgrades o r  new v e r s i o n s  w i l l  occur .  Southern B e l l  t h u s  o b j e c t s  
t o  t h i s  p o r t i o n  of t h e  i n t e r r o g e t o r y  a s  unduly burdensome and 
oppressive.  

I N F O F X A T I O N  PROVIDED BY: 
L. M. Kinsey 
S t a f f  Manager 
15JJ1 Bay S t ree t  
J a c k s o n v i l l e ,  F l o r i d a  
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Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL 
Citizens' 8th Interrogatories 
June 16, 1992 
Item No. 122 
Page 1 of 1 

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

> . 
RESPONSE: The company endorses the obligation of 'Drudent business 

management' as part of the regulatory social contracc which 
seeks to balance the rights and needs of ratepayers, the 
company and its shareholders. 

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

INFORMATION PROVIDED BY: Victor Wakeling 
Reg Policy and Planning 
6 7 5  West Peachtree St. 
Atlanta, GA 30375 



Southern Bell Tel. b Tel. Co. 
FPSC Docket No. 920260-TL 
FPSC Staff's First Interrogatories 
May 27, 1992 
Item No. 5 
Page 1 of 1 

REQUEST: What criteria must managers/executives meet in order to receive - the incentive compensation? 

RESPONSE: EXECUTIVES: The Short Term Ailard is based upon the previous 
year's financial and service results measured against 
established objectives and upon individual achievement of 
strategic goals and objectives. The veighting and potential 
payout range for ezch component are shor-n on the "Short Term 

Executive's award is based upon different veightings of various 
criteria as shown on the table of "Executive Short Term 

the 1991 "Key Service and Revenue Indicators" sheet. 

award. 

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

To be eligible for a MTIA psyment a manager must be in a 
participaring pay grade as of December 31 of the 

positisn for at least 3 mon:hs of the performance year; 
carry a performance rating of Contributor or better. 

. - 

L Incentive Plan Matrices" sheet (1991 sheet actached). Each 

- Heasurement Weightings" (1991 sheet attached). Also  attached is 
These are 

. +  - the measurements used to determine the service component of the 
- 
- 
- performance year; have perforilied in a pzrticipating 

A l l  managers are eligible for consideration for a IIA 
payment. A manager must, ho-ever, be active on the 
payroll as of December 31 of the performance year and have a 
minimum of 6 months active service in a participating pay grade 
during that year. 
performance for the y e a r  iiierits recognition beyond normal base 
salary treatment. 

Payments may be made to employees whose 

INFORHATION PROVIDED CY: Pat Saszi (Execurives) - 
13Jc18 Caiiipanile 
1155 Peachtree Street 

- A.tlanta, GA 

Rearha Leitl! (Ksnagers) 
SouLh E7.41 
3 5 3 5 co 1 on in a d  e Pa 1- h a y  
Birmii?xhm!, AL 

%J? -5 



SHOXT TERM 
INCENTIVE PLAN MATRICES 

SERVICE (25% Weighting) FINANCIAL (50% Weighting) 

70 KSRI 70 STANDARD 
MET AWARD E. 4RNED * % NI TO % STANDARD 

COhlhlTT?rlE m AWARD EARNED 

110% & OVER 
108% 
106% 
104% 
102% 
100% 
98% 
96% 
94% 
90% 

LESS THAN 90% 

96% & OVER 
93% 
90% 
LESS THAN 90% 

100% 
70% * *  
10% * '  
0% 

STRATEGIC' 
0-200% of this element will be 
awarded based u on performance 
against individua f or strategic objectives. 

70% 
50% 
0% 

. 

IF CORPORAF- PERFORMANCE IS LESS THAN THE INDUSTRY AVERAGE. EACH 
INDIVIDUAL'S PERFORMANCE WILL BE LOWERED BASED ON THE DEGREE TO WHICH 
OUR PERFORMAh'CE IS LESS THAN THE INDUSTRY AVERAGE. 
MAXIMUM PAYOUT = 150% OF STANDAKD SHORT TERM AWARD 

* *  IF PERFORMANCE IS 93% OR LESS, THE FINAWCIAL AWARD IS CAPPED AT 100%. 3 
EXECWIVE SHORT TERM 

MEASUREMENT WEIGHTINGS 

50% 15% 18% 10% 10% 10% 10% 
25% 15% 15% 25% 

18% 

35% 25% 
25% 

10% 1 5 %  25% 

. FINANCIAL -BSC 
(NET -BTO 
INCOME) -STATE - -AVERAGE ST' 

-BBS 

SERVICE BTO KSRI-E 5% S% 5% 5% 
(KSRIs) KSRI-I 5 %  5% 5% 5% 

ST KSX-E 
KSRI-I 

5% 5% 5% 
8 To 5% 5% 

10% 
5% 

AVG ST' KSRI-E 10% 10% 10% 10% 
KSRI-I 5 %  5% 5% 5% 

10% 10% 
5 %  5% 

STRATEGIC LIXKAGES 25% 25% 25% 25% 25% 25% 25% 

' "AVG ST" is rhe average of the awards of the nates for which rhe executive h2s responsibility. 

5-1-91 ECIP-5 



KEY SERVICE & REVENUE 
INDICATORS (KSRLs) 

- 
Indicators 

FINANCIAZ, 
Ragship Products and Services Revenue 
Total Business BilIedlBooked Revenue 
Biliing Qualiry 

- 

- 
IhTEFSAL 
Special Senices Overall Provisioning 
-1nuaLATA 

Special Senices Average Duration 
-Complex 
-Simple 

Total ClLnomer Trouble Repon Rate 
Network Saitching Performance 
operator Services Answer Performance 

Toll and Assistance Answers 
In'crexchange C a m c r  Senice (NEW) 
Business Office Access' (NEW) 

EXTEF0A.L 
Rcsidcnce Overall Satisfaction 

Residence Service Center 
Residence Installation 
Residence Repair 

Small Business Overall Satisfaction 
Medium Business Overall Satisfaction 
Large Business Overall Satisfaction 
Major Business Overall Satisfaction 

Report 
Period 

quarterly 
quarterly 
monthly 

monthly 

monthly 

monthly 
monthly 
monthly 

monthly 

monthly 

monrhly 
monthly 
monthly 

three times 
annually 

Annual 
Benchmark Opportunities 

100% forecan 
98% forecan 
80% obj. met 

95 .0% on &TIC 

8.0 hrs. 
9.0 hrs. 

5.3 rpM 
90.0% 

8.0 set. 

80% 
80%130sec/80% 

90% sat. 
94% sat. 
91% sat. 
83% sat. 

90% sat. 
90% sat. 
90% sal. 
90% sat. 

4 
4 

12 

12 

12 

12 
12 
12 

12 
6 

36 

12 
12 
12 
12 

- 

- Provisional Fun six months 

- 
EClP-6 

. 
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Pay Grades 6-8 APPENDIX A ~ - -  - ~~ ~ - - -  - _  
INDIVIDUAL 
INCENTIVE AWARD PLAN 

1.0 GENERAL - 
1.01 The Individual Incentive Award (IIA) Plan is designed 

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

1.02 The IIA Plan provides for the payment of special lump 
sum merit awards effective on the Common Anniversary 

Date (CAD) to eligible employees whose annual commitment 
reviews indicate meritorious performance during the previous 
performance year. 

2.0. ELIGIBILITY . 
2.01 Pay Grade 6 through 8 employees and comparable 

in the IIA Plan and are potential award recipients. 
unspecified pay grades are eligible for Consideration 

2.011 Management employees in "acting" titles are 
eligible for IIA consideration in their 

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

2.012 Employees who are on an approved departmental 
or formal leave of absence or benefits bu: 

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

2.013 Employees who participate in the Sloan 
program or any other full time management 

development program of 9 months duration or longer 
will not be elilgible for IIA consideration during 
the year of participation. The department should 
cqntact . Personnel for instructions on handling 
employees in these situations. 

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

Revision 
-1- 

1-1-91 
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2.03 Employees must be "active" on a BellSc-Lth payrc\!l i n  
a participating pay grade as of the last day of t h e  

performance year to be recommended for an IIA. (However, i f  
an employee is promoted to the Executive Compensation G r o u p  
after September 1 of the performance year, they may be  
recsmmended for an IIA. Other exceptions are listed i:i 
Taragraph 2.012 6 2.013.) 

2.04 An employee must have been in a participating pay 
grade for 6 full months to be recommended f o r  an I I A .  

If however, July 1 falls on a Saturday or a Sunday and the 
employee begins work in a participating pay grade on Monday, 
the employee may be eligible for an IIA. The Rule of 16 is 
not applied to determine basic eligibility. Once basic 
eligibility is established the Rule of 15 is used :Q 

determine the full months worked. 

2 . 0 5  Regular part-time employees are eligible for 1I.S. = 
consideration providing they meet all other 

eligibility requirements. Award amounts for such employees 
should reflect their contribution in relation to that cE 
their peers. 

3.0 CANDIDATES - 
3.01 Eligible employees who are rated "HC" or "NR" and 

and objectives for the preceding performance year has been 
evaluated as exceptional and clearly deserving of extra 
recognition are likely candidates for IIA payments. 

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

3.02 Guidelines will be provided each year to Tier I 
managers indicating the minimum and maximum award 

levels and the total dollars available for IIAs for each pay 
grade. These guidelines will also include instructions for 
coordinating the nomination of employees f o r  awards. 

whose individual contribution toward company goals 4 

- 
# Addition 

- 



Pay trades 6-8 APPENDIX A 
INDIVIDUAL 
INCENTIVE AWARD PLAN 

3.03 At the beginning of each performance period, 4 
organizations or groups should define criteria that 

are important for the accomplishment of the group's goals 
and objectives. Based on this general criteria, supervisors 
and subordinates should then agree on individual criteria o c  
accomplishments that will be looked at to detetmine 11.4 
eligibility and which will serve as the basis to detetmine 
whether or not to recommend an IIA for the subordinate. 
Subsequently, supervisors should maintain documentation tq 
support the rationale for the eventual recommendation or 
non-recommendation of an IIA. 

3.04 Criteria for IIA receipt will vary depending upon the 4 
responsibilities and functions of work groups or 

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

3.05 Employees must understand that satisfying criteria 4 
and completing specific things does not ensure 

receipt of an IIA. The final decision will be made based 
upon these things plus the contribution made by the 
individual relative to his/her peers. 

4.0 AWARD PAYXENT - 
Individual Incentive Awards are effective on the CAD and are 
paid annually during the CAD month to recognize performanc5 

during the preceding performance year. 

5 .0  . SEPARATIONS - 
5.01 AEter an IIA has been approved (final approval), the 

payment shall be made if the employee retires. 

5.02 . In the event of the death of an employee after the 
-Tina1 approval but before the actual payment of the 

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

# Addition 
.-3- 
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APPENDIX A ?ay Grades 5 - 3  
INDIVIDUAL 
INCENTIVE AWARD PLAN 

5 . 0 3  Generally, employees who resign after an IIA has been 
approved are not eligible for an IIA paymenL. 

However , an exception may be made if a departnent's 
recommendation to do so is approved by its Vice President 
and concurred in by the appropriate Personnel Department 
Vice President. 

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

5 . 0 5  Award payments to eligible employees who separate 
from the Company shall be made at the same tlme 

awards are paid to active employees. 

6.0 BENEFITS . - 
Host benefit programs that are pay-related are based cn a n  
employee's record only rate (ROR). The ROR includes the 

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

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

1 

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

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

(c) Group Life Insurance 
Insurance amount is based on the ROR in effect at the time 
of deafi. 

-4- 
1-1-91 



. .  
I NO i vrDunL 
INCENTIVE AWARD PLAN 

Savinqs Plan 
Percentage allotment in effect at the time the award is Dai3 

r ~ - -  
will be applied to the IIA amount. (Not applicable i f  IIA 
is paid after employee has retired, transferred, etc.). 

Major Xedical Deductible 
xaxim-a amount of deductible is based on annual base salar.~ 
rate cnly. 

Sickness Disability 
Paymen: is based on the annual base salary rate only. 

LTD 
Maximum payment is 5 0 %  of the annual base salary rate in 
effect at time of commencement. 

- 

Accidental Death Benefit 
Amount of payment is calculated as three times sickness 
death benefit- with excess paid under speeial accident81 
death policy. 

TAXES, PERSONAL ALLOTHENTS 

IIA payments are subject to state and local taxes, federal 
income tax and Social Security tax at the time of payment. 

Management Savings Plan deductions are made, however orher + 

personal allotments such as Savings Bonds, United way and 
Political Action Committee contributions and savings account 
deductions such as Credit Union deductions are not made. 

- 8 . 0  MINIMUM PAYMENT OBLIGATION 

For each performance year, beginning with 1990, each + 
participating company shall establish and communicate in 

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

# Addition 
* Revision 

- 5 -  



APPENDIX A 
INDIVIDUAL 
INCENTIVE AWARD PLAN 

1.0 GENERAL - 
1.01 The Individual Incentive Award (IIA) Plan is desi3r.e.l 

to be an integral part of the Management Salary 
Administration Plan for employees in Pay Grades 2 throu3h 5 
and comparable unspecified pay grades. (This IIA Plan is 
n o t  applicable for employees in Pay Grade A-H.) I t  i i  
intended to provide a special means of recognizing 3r.d re- 
warding certain employees whose performance clearly excee6j 
set standards. 

1.02 The IIA Plan provides for the payment of special 
lump sum merit awards effective on the Ccmmcn 

Anniversary Date (CAD) to eligible employees whose annual 
commitment reviews indicate meritorious performance durinq 
the previous performance year. 

2.0. ELIGIBILITY =* . 
2.01 All Pay Grade 2 through 5 employees and comparable 

unspecified pay grades are eligible for consideraticn 
in the IIA Plan and are potential award recipients. (see 
Paragraph 3.01 below) 

2.011 Management employees in "acting" titles are 
eligible for IIA consideration in their 

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

2.012 Non-management emp 1 oye e s in '' a c t i n? '' 
management titles are not eligible for i1A 

consideration. 

2.013 Employees who are on an approved departmental 
or formal leave of absence or benefits but 

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

1.014 Temporary and occasional employees are not 
eligible for IIA consideration. 

c 

Revision 
-1- 
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- APPENDIX A r a y  : : * = e ;  :-: 
INDIVIDUAL 
INCENTIVE ArlARD PLAN 

2 . 1 2  Eligibility is - net limited t 3  employees ;.hose f a 5 4  
salaries have reached 1903 of the Position 3ate. 

2 . 3 3  ~nplcyees zust be "acti-e" on a 3ellScuth payrcll :: 
a participating pay grade as cf the last day = f  :!.e 

~erforxanre year to be recommended fer an I I A .  ( E x c e p z i c n  
in Parayraph 2.013.) 

2 . 0 4  An employee must have been in a participatin? ~ a y  
grade for 5 f u l l  months to be recommended for an I:.;. 

If, however, July 1 falls on a Saturday or a Sunday and t 5 e  
employee begins work in a participating pay grade on Mon6ay. 
the employee may be eligible for an IIA. The Rule of li is 
not applied to determine basic eligibility. Once bas:: 
eligibility is established the Rule of -15 is used t3 
determine the full months worked. 

2 . 0 5  Regular part-time employees are eligible f o r  :I.:. E 

consideration providing they meet all =:her  
eligibility requirements. Award amounts for such emplnyees 
should reflect their contribution in relation to that of 
their peers. 

. 

3.0 CANDIDATES 
_. 

3.01 Eligible employees who are rated 'RC' or "N?." and 
whose individual contribution toward company S o a l s  
and objectives for the preceding performance year has been 
evaluated by their departmental managers as exceptional and 
clearly deserving of extra recognition are likely candidates 
for IIA payments. 

NOTE : Employees who are promoted or accept lateral 
transfers during the performance year may be considered fer 
an IIA based on total contribution during the year. 
Consideration should recognize performance in both the 014 
and new assignments. (Promotional increases should not be 
considered as a replacement for an IIA.) The old and ne2 
supervisors have a responsibility to ensure employees are 
treated equitably and appropriately under the IIA program. 

3.02 Guidelines will be provided each year to Tier 
managers indicating the minimum and maximum award 

level; and the total dollars available for IIAs for each p a v  
g r a d e r  These guidelines will also include instructions f 3 r  
coordinating the nomination of employees for awards. 

- 2 -  
# Addition 1-1-01 

XMA-15 F 0 161 22ClO023 



APPENDIX A 
INDIVIDUAL 
INCENTIVE AWARD PLAN 

d 

3.03 At the beginning of each performance perizj, I 

organizations or groups should define criteria thar .  
are important for the accomplishment of the group's ?Oals 
and objectives. Based on this general criteria, supervisors 
and subordinates should then agree o n  individual criteria '3: 
accomplishments that will be looked at to determine I:>. 
eligibility and which will serve as the basis to determ1r.e 
xhether or not to recommend an I I A  for the subordina-e. 
Subsequently, supervisors should maintain documentation t3 
support the rationale for the eventual recommendation 5~ 

non-recommendation of an IIA. 

3.04 Criteria for IIA receipt Will vary depending upon :he 
responsibilities and functions of work groups 5 :  

individual jobs. Criteria may also be based upon pay grade. 
For example, Key Manager positions should have objectives 
expressly linked to the strategic objectives of th? 
company. All IIA related objectives should be "stretch",in 
nature and consideration should be given to their direct and 
indirect impact on the accomplishment of company financial 
and service results. In addition, supervisors should 
explain general criteria that may be used in making 11.4 
decisions such as ( 1 )  teamwork, ( 2 )  employee development, 
and (3) ways the employee exemplifies the corporate values. 
Managers should also be told if sources of information, such 
as client, peer, or subordinate feedback, will be used in 
determining their performance. 

3.05 Employees must understand that satisfying criteria * 
and completing specific things does not ensure 

receipt of an IIA. The final decision will be made based 
upon these things plus the contribution made by the 
individual relative to his/her peers. 

4 . 0  AWARD PAYXENT - 
Individual Incentive Awards are effective on the CAD and 
are paid annually during the CAD month to recognize 

performance during the preceding performance year. 

5 . 0  SEPARATIONS - 
5.01 After an IIA has been approved (final approval), the 

payment shall be made if the employee retires. 

5 . 0 2  In the event of the death of an employee after the 
final approval but before the actual payment of the 

a w a r e p a y m e n t  shall be made to the employee's estate. 

# Addition 
. -3- 

1 - 1 - 9 1  

F O 1  A12zc10024 



APPESDIX A 
INDIVIDUAL 
INCENTIVE AWARD PLAN 

5 . 0 3  Generally, employees who resign a f c e r  an II;, h3; 
been approved are not e l i z i b l e  for a n  IiA payne-:. 

"^. ,Je .Jp ..- 1, an excepticn may '.e made if a deparrzenr'z 
rec~mmendatign to 20 s a  is apprz'jed by its ' J i c e  ? r e s : ? e n :  
and cgncured in by the apprzpriate ? e r s o ? ; ? e l  9eparr~~er.: 
representati.~e. 

j . 0 4  Employees who are dismissed after an IIA has c e e n  
approved are not eligible for an IIA payment. 

5 . 0 5  Award payments to eligible employees who sepzrace 
from the Company shall be made at the same tize 

awards are paid to active employees. 

6.0 BENEFITS - - . 
Host benefit programs that are pay-related are base? cn zn 
employee's "Record Only 3ate" ( R O R ) .  The ?.OX includes :?.e 

employee's annual base salary rate plus the lump sum payment(s) i 3  
effect at the time, e.g., IIA, MTIA, The inclusion of the ii.X 
payment in the R O R  begins on the effective date of the award. 
March 1, and ends on the last date of February of the following 
year. The ROR is reestablished any time there is a change in an 

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

(a) Tensions 

employee's annual base rate or lump sum payment. 1 

Compensation actually received up to the time of retirement 
will :? included in the ;ension computation. If an employee 
receis.es an IIA after his/her retirement, the employee's 
pension will be recomputed using the actual amount of the 
award retroactive to the retirement date. 

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

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

-c 

- 4 -  
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i NC i 'i i D V A L  
INCENTIVE AiiARD PLAN 

7.0 - 

Savir,=s Plan 
percenrage allotment in effect a t  the time the award is ;a:j 
will be  applied to the IIA amount. (This is not appli:*cl? 
i f  11.1 is paid after employee has retired, transferref. 
etc). 

Sickzeis Disability 
Payment is based on the annual base salary rate o n l y  

LTD 
Maximum payment is 509 of the annual base salary rate :-, 
effect at the time of commencement. 

- 

Accidental Death Benefit 
Amount of payment is calculated as three times sickness 
death benefit xith excess paid under special accident.-! 
death policy. 

TAXES, PERSONAL ALLOTMENTS 

IIA payments are subject to state and local taxes, federal 
income tax and Social Security tax at the time of payment. 

Management Savings Plan deductions are made, however other - 
personal allotments such as Savings Bonds, United Way and 

-Political Action Committee contributions and savings acc3uct 
deductions such as Credit Union deductions are not made. 

- 8 . 0  MINIMUM PAYMENT OBLIGATION 

For each performance year, beginning with 1990, each 5 

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

-5- 
t Addition 
+ Revision 



Pay Grades 6-0 

1.0 GENERAL - 
The Management Team Incentive A.ward (MTIA) Plan is intended 
to encourage and reward team performance of eliqible 

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

2.0 PARTICIPANTS - 
2.01 All regular full-time and part ,time management 

employees who meet the eligibility requiremen'ts 
outlined in Paragraph 3.0 below are covered by the MTIA Plan 
(exclusions are defined in Paragraph 2.02). 

2.011 Employees in Pay Grade A-H will receive an 
MTIA payment based on their targeted job (pa.{ 

grade). 

2.012 Employees in "Acting" management titles as of 
December 31 will receive an MTIA paymenr 

prorated based on the number of months spent in the 
I' pe rmane n t " and 'I a c t i n g '* pay g r ade s . 
2.013 Non-Management employees in " ac t i ng " 

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

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

f.014 The award for regular part-time employees 
should be prorated based on the number o f  

hours in the basic weekly schedule. 

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

- Employees who participate in the Executive Short 
Term Incentive Plan 

Revision 

- Temporary and occasional management employees 

-1- 
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ATPENDIX B 
UVAGEHENT TEAM - INCENTIVE AWARD PLAN 

3.0 ELIGIBILITY - 

3.01 Actual MTIA ?ayment 

An actual MTiA axard is b ? : e d  on achievement :E 
predetermined state and SellSouth Telecommunicatircs - 

(3ST) performance objectives for the year. An actual MT:A 
award is effective on February 15 and will be paid by 
February 28 following each award year and generates a change 
in the recipient's Record Only Rate ( R O R ) .  (See Paragraph 
5 . 0  of this Appendix for definition of Record Only Rate.) 
To be eligible for an actual MTIA, an employee must meet the 
following requiiements: 

( a )  Member of a participating pay grade as of December 3 1  
of the Award Year. (See Paragraph 7.01 for excepticn 
covering retirements.) Also, an employee who is 
promoted to the Executive Compensation Group aftec 
October 1 of Award Year, is eligible for an actual 
MTIA payment for the performance year. 

Performed in a participating management pay grade 
or a non-management wage scale eligible for NTIA for 

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

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

three full months during the award year. I f ,  

I 

3.02 Payment In Lieu Of An Actual XTIA 

Employees who meet eligibility requirements (b) and 
( c )  above, but who are not in a participating pay 

grade as of December 31 of the Award Year are eligible t 9  
receive a "payment in lieu of an actual MTIA" except as 
provided in Paragraph 3.023 and 3.024. These payments in 
lieu of MTIA will be considered as special payments. As 
such, they will not change the "existing" ROR and will not 
affect nor be matched by any benefits except pension. 
Procedures for effecting the "payment in lieu of an actual 
MTIA" are provided by each company. 

Revision 

2 . 0 2 1  Payments in lieu of an actual MTIA should be 
made if an employee transfers from a 

BellSouth company which has an MTIA plan to a 
BellSouth company which does not have an MTIA plan. 
(See Paragraph 4 . 0 5  regarding employees who transfer 
between BellSouth companies that have MTIA plans.) 

-2- 



3 . 0 2 2  F o r  employees going on leave of absence, 
departmental leave, leaves "in general", o r  

benefits, an in lieu of payment normally will not b? 
made. The employee will be eligible for an actual 
MTIA award on the payment date. (If the absence was 
longer than six weeks the actual award will 59  
prorated.) However, if it is kncwn at the beginnin3 
of the leave or benefit period that the employee will 
not return, it may be appropriate to make an in lieu 
3f payment. This decision should be made based o n  
the individual circumstances. 

3.023 Employees who move from a participating pay 
grade to a non-management wage scale which 

is eligible for NTIA will - not receive an "in lieu of 
payment" if they subsequently become -eligible tg 
receive an actual NTIA for the same award year. 
These employees will receive an act"u1 NTIA prorabed 
based on the MTIA amount for the months they wece 
management and the NTIA amount for the months they 
were non-management. This is also applicable for 
non-management employees who were in "acting" 

non-management assignment prior to the end of the 
year. If an employee is subsequently eligible to 
receive an NTIA "in lieu of payment", any eligible 
MTIA portion should be prorated as described above 
and combined as part of the NTIA "in lieu of 
payment " . 
3.024 Employees who are dismissed during the 

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

3.025 An amount equal to the Standard Award. 
prorated for the number of months the 

employee was in the participating pay grade will be 
paid in lieu of an actual MTIA. (Reference Paragraph 
4 . 0 9  - 4.12 below) 

management assignments and. returned to 3 

- 
3 . 0 3  MTIAS for Bellcore Assigned Employees 

- Effective January 1, 1991, employees who transfer to 
'Bellcore and who meet eligibility requirements 3 . 0 1  

( b )  and (c), should be paid prorated actual MTIA awards o n  
the next payment date for MTIAs after the transfer occurs. 
Employees returning from Bellcore assignments and those who 
are rotational to a participating BellSouth Company from 

. - 3 -  
6 - 1 - 9 1  



Sellcore will be exempt from the " 3  full months e1ig:Jility.' 
requirement of 3.01(b). Providing they meet the requiremenr; 
of 3.01 (a) and (c), they may receive a prorated actual : e a 3  
award if they return to or are assigned t3 a team a'xar3 
paying company during October-December. This rule is als-. 
applicable to employees jrho 50 to Sellcore Suring January- 
March. (The "rule of 16" applies in both cases outlined 
above. 1 

3.04 Career Alternative Plan (CAP) MTIA Treatment 

For employees who elect to participate in the Career 
Alternative Plan (CAP), an in-lieu-of payment 

normally should not be made. CAP participants are eli?i'c,le 
for an actual (prorated) MTIA award on the first subsequent 
payment date if they are otherwise eligible. Should a,? 
unusual circumstance warrant paying an in-lieu-of payment, 
documentation should be prepared for future reference. 

- 4 -  
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APPENDIX B 
MANAGEMENT TEAH 
INCENTIVE AWARD PLAN 

- Pay Grades 5-3 

- 
4 . 0  AWARDS - 

4.01 Awards under the Plan are based on achievement cf 

Award (calendar) Year period. For each Award Y e z ~ ,  a 
standard award amount for each participating management pa;' 
grade is determined. An amount ranging from 0 - 225% of the 
standard award may be earned by eligible employees depending 
on the performance of his/her team during the Award Yeac. 

state/BST financial and service objectives OVOK a n  - 

- 
-Employees should be told the standard award amount 
"at risk" for their pay grade for the current 
performance year. 

4.02 Award Computation 
_I . 

 or BellSouth Telecommunications (BST) managers, the * 
MTIA will be computed as follows: 

X Revision 

A. 

B. 

c- * 

Managers with single-state responsibilities: 
( 1 )  Determine percent award from the matrix 

included as Exhibit 1 of this Appendix 
using state's percent of net income 
commitment met and the percent of service 
opportunities met in the state. 

(2) Determine percent award from matrix usin3 
overall - BST results for percent net income - 
commitment met and - BST percent of servic? 
opportunities met. 

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

Managers with multi-state responsibilities: 
(1) Follow procedure of A(1) for each state 

for which a manager has responsibility and 
average the results to determine the 
state's portion of the award. 

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

Managers with BST Headquarters assignments who * 
do not have specific state responsibilities: 
Follow the procedures of A ( 1 )  for all nine 
states and average the results to determine the 
states' portion of the award. Then follow 
procedures of A(2) and A(3). 

-5- 
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?ay Grades 5-9 
- 

4.03 The managers in BellSouth Headquarters (BSH) . d i l l  
receive an award based on a weighted average o f  the 

BST award and the BSE ccmpanies award. The weighting to b e  
used during each performance year will be announced thrsu;'i 
an employee publication. 

4.04 If a manager holds assignments in more than one star? 
during the year, the award amount will be based on 

the number of months completed in each state during t h e  
Award Year. The proration schedule included in Exhibit 2 of 
this Appendix should be used for determining the appropriate 
award amount. 

4.05 If a manager holds assignments in more than one 
BellSouth company which has -an MTIA plan, the award 

amount will be based on the number of months completed in 
each company/state during the Award Year. . 

4.051 The receiving company must confirm t h e  
percentage award and standard award amount 

from the sending company. 

4.052 The receiving company will make the award 
payment. There will be no billing of the 

award payment to the sending company. This is due to 
the administrative and accounting costs of such bill 
backs. However, if group moves occur, bill back 
procedures would be appropriate. 

4.06 If a manager is reassigned (promoted or downgraded) 
during the year from a position and pay grade covered 

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

4 . 0 7  If a manager is promoted to an executive position 
(which is eligible to participate in the Executive 

Short Term Incentive Plan) during a performance year, he or 
she will receive a prorated actual MTIA payment based on the 
number -of months in the management position without meeting 
the three month eligibility requirement. The prorated MTIA 
will be paid in February at the regular payment date. I f  
the 'promotion occurs after October 1 of an award year, tho 
emplofle is eligible for an actual MTIA payment for the 
performance year. 

-5- 
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P a y  Grades 5-8 APPENDIX R - 
HANAGERENT TEAn 
INCENTIVE AWARD PLAN 

ia 
4.08 MTIA actual award amounts for eligible employees will 

be based on the number of months during the Awac.l 
Year (Jan-Dec) an employee completes. Awards must be 
prorated because of participation for less than 12 months. 
Employees are not eligible i f  participation is less than 3 
full months except under the exemption stated in paraqraph 
4 . 0 7 .  If, however, October 1 f a l l s  on a Saturday or Sunday 
and the employee begins work on Monday, the employee 
may be eligible. The Rule o f  16 is not applied to determine 
basic eligibility, once basic eligibililty is established 
the Rule of 16 is used to determine the full months worked. 

4.09 For the purpose of determining the number of  months a 
prorated MTIA should cover, activity occurring prior 

to the 16th of the month is considered as the 1st of that 
month while activity occurring on or after the 16th is 
considered as the 1st of the succeeding m"onth. (Note: use 
the 15th for the month of February.) 

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

4.11 The amount of a "payment in lieu of an actual MTIA" 
made to an employee described in Paragraph 3.02 above 

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

4.12 Award Payment 

Actual MTIAs are paid annually as lump sum payments by 
February 2 8  following each Award Year. Eligible employees 
who leave BellSouth (or a participating pay grade within 
their company) before December 31 should normally receive 
"payments in lieu of actual MTIAs" no later than their last 
day on the payroll or last day in the participating pay 
grade. - 

@ Deletion 



? a ?  C r a d e s  5 - 8  

5.0 BENEFITS TREATMENT - 
Most benefit programs that are pay-related are based on a n  
employee's Record Only Rate ( R O R ) .  The ROR includes t h e  

employee's annual base salary rate plus the lump s-dm payment(s1 in - effect a t  the time (e.g., MTIA, IIA). The inclusion of an ac:*Lal 
MTIA ?ayment in the R O R  begins on the effective date of the award. 
February 1 5 ,  and ends on February 14 of the follo.-.ing year. T h ?  - 3OR is reestablished any time there is a change in an employee's 
annual base salary rate or lump sum payment. 

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

(e) 

(h) 

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

Death Benefits 
Death benefits are based on the ROR in effect at the 1 
time of death. 

 roup Insurance 
Insurance amount is based on the ROR in effect. 

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

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

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

- 

A T D  - 
Maximum payment is 50% of the annual base salary rate 
in effect at time of commencement. 

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

-8- 
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APPENDIX B 
UANAGEUENT TEAM 
INCENTIVE AWARD PLAN 

Pay Grades 5-3  

6.0 TAXES. PERSONAL ALLOTMENTS - 
Team awards are subject to s te and local taxes, federal 
income tax and Social Security tax at the time of payment. 

Management Savings Plan deductions are made, however 0 t h ~ ~  
personal allotments such as Savings Bonds, United Way and 
Political Action Committee contributions and savings account 
deductions such as Credit Union deductions are not made. 

7.0 SEPARATIONS - 

Retirements 

7 . 0 1  Award payments for eligible employees who are 
separated from BellSouth because. of r~tirement durin3 

an award year shall be handled according to the provisiohs 
of Paragraphs 3 . 0 2  and 4.11 above. 

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

Resignations or Dismissals 

7 . 0 2  Employees who are dismissed during an Award Year are 
not eligible for a "payment in lieu of an actual 

MTIA." Employees who resign during an Award Year are 
generally not eligible but may receive an award with the 
approval of the Vice President - Human Resources provided * 
they meet eligibility criteria in Paragraph 3.02. If the 
dismissal OK resignation is after the end of the Award Year 
but prior to February 15, an actual MTIA payment should be 
made provided they meet eligibility requirements in 
Paragraph 3 . 0 1 .  

Deaths 

7 . 0 3  In the event the employee dies during the Award Year, 
a payment in lieu of an actual MTIA should be paid 

provided- the employee was in a participating pay grade for 
at least three full months and had a Performance Rating oE 
"MC", "c" OK "NR". If death OCCUKS after the end of the 
Award. Year but before February 15, the MTIA award would be 
computgd using the actual award amount. 

7 . 0 4  The MTIA or payment in lieu of an actual MTIA shall 
be paid to the estate of the deceased employee as 

soon as practicable after the death of the employee. 

-9- 
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Fay G r a d e s  6 - 3  

8 . 0  LEAVES OF ABSENCE AND B E N E F I T S  - 
8 . 0 1  An e m p l o y e e  a b s e n t  d u r i n g  an  Award Y e a r  d u e  C ’ 3  a n  

a p p r o v e d  l e a v e  o f  a b s e n c e  o r  b e n e f i t  a b s e n c e  1 s  

e n t i t l e d  t o  r e c e i v e  a n  a c t u a l  MTIA p a y m e n t .  I f  t h e  a b s e n c e  
was  s i x  w e e k s  o r  l e s s ,  t h e  f u l l  MTIA a m o u n t  s h o u l d  b e  p a i d .  
I f  t h e  a b s e n c e  was  l o n g e r  t h a n  s i x  w e e k s ,  t h e  MTIA amount  
s h o u l d  b e  p r o r a t e d  f o r  t h e  number o f  m o n t h s  a c t u a l l y  worked  
d u r i n g  t h e  Award Y e a r .  T h i s  p a y m e n t  s h o u l d  c o v e r  t h e  number 
of m o n t h s  w o r k e d  p l u s  t h e  f i r s t  t h i r t y  d a y s  of  t h e  a b s e n c e  
p e r i o d .  ( A n  e m p l o y e e  on  A n t i c i p a t e d  D i s a b i l i t y  L e a v e  would  
r e c e i v e  c r e d i t  f o r  t h e  f i r s t  t h i r t y  d a y s  o f  l e a v e  and  t h e  
f i r s t  t h i r t y  d a y s  of b e n e f i t s . )  I n s t r u c t i o n s  f o r  
d e t e r m i n i n g  t h e  number o f  m o n t h s  t o  u s e  i n  p r o r a t i n g  :he 
a w a r d  a r e  p r o v i d e d  i n  P a r a g r a p h  4 . 0 8  a n d  4 . 0 9 .  

8 . 0 2  The a w a r d  w i l l  b e  p a i d  on  t h e  n o r m a l  7payment  d a t e  t; 
t h e s e  e m p l o y e e s  r e g a r d l e s s  o f  w h e t h e r  t h e y  ha...? 

r e t u r n e d  t o  work  on t h e  e f f e c t i v e  d a t e  o f  t h e  a w a r d  o r  n o t .  

- 

-10- 
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EXHIBIT 2 

MTIA PRORATION SCHEDULE 

If an empl3yee is to receive a "payment in lieu of  an actual M T I A "  
or an act.ial MTIA for less than a full year, this schedule is tg 
be used in determining the amount of the prorated award. 

#MONTHS COMPLETED 
IN PERFORKANCE YEAR 

11 

10 

9 

8 

7 -  

6 

5 

4 

% OF 
AWARD * - 

9 2  

8 3  

7 5  

6 7  

58  

50 

4 2  

3 3  

. 

Used when prorat- 2 
ing time in pay 
grade, state, 1 
company, or BST 

17 

8 

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

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

( 2 )  To be eligible for an actual MTIA or in lieu of payment, 
an employee must normally perform in a participating pay 
grade or a nonmanagement wage scale eligible for an NTIA 
payment for three f u l l  months. If, however, October 1 
fall-s on a Saturday or a Sunday and the employee begins 
work on Monday, the employee may be eligible. The Rule 
of 16 is not applied to determine basic eligibility, 
once basic eligibility is established the Rule of 1 6  is 
used to determine the full months worked. 

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

1-1-92 



- 1.0 GENERAL 

The Management Team Incentive Award (MTIA) Plan is int?nr'-el 
to encourage and reward team performance of el:?~z_? 

manaqement employees by prsvidino incenti.~e compensation based ;'.. 
state and aellsouth Telecommunications (EST) service and financ:?; 
performance. The Plan does not replace existing merit award ~ l s ? s  
f o r  indivilual performance, rather i t  enhances existing managenno?: 
compensaticn programs by specifically recognizing the importar::+ 
of corporate performance. 

. .  

2.0 PARTICIPANTS - 
2.01 ~ l l  regular full-time and part-time manageme-: 

employees who meet the eligibility requirements 
outlined in Paragraph 3.0 below are covered by the MTIA ?l>n 
(exclusions are defined in Paragraph 2.02).- . 

2.011 Employees in Pay Grade Band A-H will reCnoi.;e 
an MTIA payment based on their targeted 1 2 b  

(pay grade). 

2.012 Employees in "Acting" management titles as cf  
December 31 will receive an MTIA payment 

prorated based on the number of months spent i n  the 
"permanent" and "acting" pay grades. 

2.013 Non-Management employees in " a c ti n 5 '' 
management titles are also candidates f z c  

actual MTIA if they meet the eligibility requirements 
included in Paragraph 3.0 of this Appendix. 

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

2 . 0 1 4  The award for regular part-time employees 
should be prorated based on the number cf 

hours in the basic weekly schedule. 

2 . 0 2  The following employees should be excluded from 
participation in the MTIA Plan: - 
- Employees who participate in the Senior Management 

- Temporary and occasional management employees 

Incentive Compensation Plan 

Revision 
-1- 
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APPENDIX B 
MANAGEMENT TEAM 
INCENTIVE AWARD PLAN 

3.0 ELIGIBILITY - 
3 . 3 1  A::s~al 3 T ? A  ?aymeIt 

An actual M T I A  a x a r d  is based on achieverne2: . f  
predetermined state and sellSouth Telecommunicaticns 

(3ST) performance objectives for the year. An actual X?:.; 
award is effective on February 1 5  and .dill be paid 57 
February 2 8  following each award year and generates a chan;e 

\See ?arasrszi: 
5 . 0  of this Appendix for definition of Xecord Only Rate.) ~ y :  
be eligible for an actual MTIA, an employee must m e e t  ! 5 ?  
following requirements: 

in the recipient's Record Only Rate (ROR). - .  

( a )  

(b) 

Member of a participating pay grade as-of December ?! 
of the Award Year. (See ?aragraph 7.01 for excesticr: 
covering retirements.) 

performed in a particioatins m a n a o e m e n t m  & CI 

a non-management wage scale eligible for NTIA - 
three full months durinq the award year. If. 
however, October 1 falls on a Saturday or a Sunday 
and the employee begins work on Monday, the employee 
may be eligible for an MTIA. The Rule of 16 is ncc 
applied to determine basic eligibility. Once basic 
eligibility is established the Rule of 16 is used i . 3  

determine the full months worked. 

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

3.02 Payment In Lieu Of An Actual MTIA 

Employees who meet eligibility requirements (b) an? 
(c) above, but who are not in a participating pay 

grade as of December 31 of the Award Year are eligible t g  
receive a "payment in lieu of an actual MTIA' except a s  
provided in Paragraph 3.023 and 3.024. These payments in 
l i e u  of MTIA will be considered as special payments. A s  
such, they will not change the "existing" ROR and will not 
affect _nor be matched by any benefits except pension. 
Procedures for effecting the "payment in lieu of an actual 
MTIA" are provided by each company. 

J.021 Payments in lieu of an actual HTIA should be 
made if an employee transfers from a 

BellSouth company which has an MTIA plan to 3 
BellSolith company which does not have an MTIA plan. 
(See Paragraph 4.05 regarding employees who transfer 
between BellSouth companies that have MTIA plans.) 

2 -  

Revision 
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APPENDIX 8 
UANAGEUENT TEAM 
INCENTIVE AWARD PLAN 

APPENDIX B ~ 

UANAGEUENT TEAM 
INCENTIVE AWARD PLAN 

3 . 0 2 2  For employees going on leave of absenre. 
departmental leave. leaves "in general", z c  

benefits, an in lieu of payment normally will nc? 
made. The employee will be eligible for an ac:.i3l 
MTIA award on the payment date. ( I f  the absence ' x ? z  
longer than six weeks the actual award will h e  
prorated.) However. if i t  is known a t  the beginn::? 
of the leave or benefit period that the employes ~1:: 
not return, it may be appropriate to make an in  lie'^ 
of payment. This decision should be made based cn 
the individual circumstances. 

3.023 Employees who move from a participating p a y  
grade to a non-management wage scale w h i c h  

. is eligible for NTIA will - not receive an "in lisu c f  
payment" if they subsequently become eligible t3 
receive an actual NTIA for the Same award yea<. 
These employees will receive an actual NTIA prorated 
based on the MTIA amount for the months they we:? 
management and the NTIA amount for the months the: /  
were non-management. This is also applicable f c c  
non-management .employees who were in "actin?" 
management assignments and returned to a non- 
management assignment prior to the end of the year. 
if an employee is subsequently eligible t3 
receive an NTIA "in-lieu of payment", any eligib?? 
MTIA portion should be prorated as described abo.:? 
and combined as part of the NTiA "in-lieu c ?  
pa yme n t I' , 

3 . 0 2 4  Employees who are dismissed during t h e  
performance year are not eligible for an "in- 

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

3.025 An amount equal to the Standard Award. 
prorated for the number of months thP 

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

3.03 MTIAs for Bellcore Assigned Employees 

'Effective January 1, 1991, employees who transfer to 
Bellcore and who meet eligibility requirements 3.01 

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

-3- 
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:x?lcyees returnin? frsn 3ellc3re assignments and ihcs? .*.?: 
are rotaticnal to a ?articipating Bellsou~h Company f r : ,  
5eilco:e 'dill be  exempt frcm t h e  " 3  f u l l  mcnrhs eligi5ili:,;" 
:equi:emenr- of 3 . 0 1 ( b ) .  ?rovi",ing they aeet :he require~e?.:; 
of 3 . 3 1 f a ~  and ( c l ,  they may r e c e i v e  a procar-ed actual : p i 7  
award if they r e t u r n  to o r  are assigned to a team a;.a::i 
payins c m n . y  during October-December. r T h l s  rule is mi 
applicable to employees who go to Bellcore during 2aniJary-' 
March. (The " r u l e  of 1 5 "  applies in both cases out!ine.! I ,above. ) J 

3.04 Career Alternative Plan ( C A T )  MTIA Treatment 

For employees who elect to participate in the Career 
Alternative Plan (CA?), an in-lieu-of paynezr 
normally should not be  made. CAP participants aJe 
eligible for a n  actual (prorated) MTIA award on :.?e 
first subsequent payment date if they are other.dis? 
eligible. Should an unusual circumstance xarran': 
paying an in-lieu-of payment, documentation should t e  
prepared for 'future reference. 

- 4 -  
6-1-01 



APPENDIX B 
W A G E U E N T  TEAM 
INCENTIVE AWARD PLAN 

Pay G:a-'es : - I  

4 . 0  AWARDS - 
4.01 Awards under the Plan are based on achievemen: 7 :  

state/BST financial and service objectives $' , 'e:  ? ?  

Award (calendar) Year period. For each Award Y e a r ,  3 
standa:d award amount for each participating managemenr 
grade is determined. An amount ranging from 0 - 2 2 5 ' -  o f  :k.? 
standard award may be earned by eligible employees dependin? 
on the performance of his/her team during the Award Year. 

- Employees should be told the standard award alp.ccn: 
"at risk" for their pay grade for the curten: 
performance year. 

4 . 0 2  Award Computation q . 
For BellSouth Telecommunications (EST) managers, : 5 ?  - 
MTIA will be computed as follows: 

A. Managers with single-state responsibilities: 
(1) Determine percent award from the mat:ix 

included as Exhibit 1 of this Appendix 
using state's percent of net income 
commitment met and the percent o f  servic? 
opportunities met in the state. 

( 2 )  Determine percent award from matrix u s i n 7  
overall - BST results f o r  percent net inzsme - 
commitment met and - BST percent of ser.dice 
opportunities met. 

(3) Average results of (1) and ( 2 ) .  This is 
the percentage o f  the standard award f c r  
MTIA payment. 

B. Managers with multi-state responsibilities: 
( 1 )  Follow procedures of A(1) for each state 

f o r  which a manager has responsibility and 
average the results to determine the 
state's portion of the award. 

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

C. Managers with .BST Headquarters assignments who * 
do not have specific state responsibilities: 
F o l l o w  procedures of A(1) for all. nine states 
and average the results to determine the states' 
portion o f  the award. Then f o l l o w  procedures of 
A(2) and A(3). 

Revision 
- 5 -  
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? a y  Grades 2 - 5  APPENDIX B 
KANAGERENT T M  
INCENTIVE AWARD P L L V  

4.03 The managers in 3ellSouth Yeadquarrers ( 5 S H 1  .xil :  
recei*..e an award based cn a ireignted average 2: :>,e 

3 3 ~  award and the S S E  czmpanies award. The '=eightin? t3 z e  
-sed during each performance year w i l l  be a:.r.ounced ~ 5 : z . ; ; : :  
an employee publication. 

4 . 0 4  I f  a manager holds assignments in mote than one s t i t e  
during the year, the award amount will be based c n  

the number of months completed in each state during r b ?  
Award Year. The proration schedule included in Exhibit 2 c f  
this Appendix should be used for determining the appropriate 
award amount. 

4 . 0 5  If a manager holds assignments in more than _ n e  
BellSouth company which has an MTIA -plan, the axar.3 

amount will be based on the number of months complete4 11 

each company during the Award Year. 

4.051 The receiving company must confirm t h s  
percentage award and standard award amcunt 

from the sending company. 

4 . 0 5 2  The receiving company will make the award 

award payment to the sending company. This is due t 3  
the administrative and accounting costs of such %ill 
backs. However, if group moves occur, bill bac'c 
procedures would be appropriate. 

4.06 If a manager is reassigned (promoted o r  downgraded1 
during the year from a position and pay grade covered 

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

4 . 0 1  If an employee is promoted from non-management to 
management during the year, the MTIA award will be 

prorated based on the appropriate NTIA amount for the time 
the employee was non-management and the appropriate MTIA 
amount for the months the employee was management. This is 
also. applicable to non-management employees who ate in 
actiwmanagement assignments at the end of the year. T h ?  
proration schedule included in Exhibit 2 of this Appendix 
should be used for determining the appropriate MTIA amounts 
f o r  the months the employee was management. 

payment. There will be no billing of the - 

-6- 
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- z  :;..- .., 2 

WAGEPIENT T E M  
INCENTIVE AWARD PLAN 

4.071 FOK an employee covered by the provisions 7: 
paragraph 4.07, the NTIA portion of the MTIA 

award will be prorated for the number of months in 4 

nonmanagement position. In this case the standard 
NTIA award amount will be 1.54 (or other applicabl? 
percentage) of the NTIA applicable wages includir.? 
overtime. The standard NTIA award amount times t?.? 
actual NTIA award percent will determine the ?:?:A 
portion of the award. 

4 . 0 8  MTIA actual award amounts for eligible employees will 
be based o n  the number of months during the Award 

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

4 . 0 9  For the purpose of determining the number of months a 
prorated MTIA should cover, activity occurring prior 

to the 16th of the month is considered as the 1st of that 
month while activity occurring on or after the 16th is 
considered as the 1st of the succeeding month. (Note: Use 
the 15th for the month of February.) 

4 . 1 0  Service and financial performance will n o t  be 
measured or recognized on less than a state basis. 

4 . 1 1  The amount of a "payment in lieu of an actual MTIA" 
made to an employee described in Paragraph 3 . 0 2  above 

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

4 . 1 2  Award Payment 

Actual .MTIAs are paid annually as lump sum payments 
. by February 2 8  following each Award Year. Eligible 

empl-es who leave BellSouth (or a participating pay grade 
within their company) before December 31 should normally 
receive "payments in lieu of actual MTIAs" no later than 
their last day on the payroll or last day in the 
participating pay grade. 

. -7-  
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A r : L > " . A  3 
W A C E H E N T  TENT 
INCENTIVE AWARD PLAN 

5 . 0  BENEFITS TREATMENT - 

Host benefit prc?rams that a r e  pay-related are based z ?  2 2  
employee's 3eco:d Only 3ate (RCR). The 303 includes :!.e 

employee's annual base salary :ate plus the lump szn paymentls' I: 
effect ar. the tine ( e . o . ,  M T I A .  I I A ) .  The inclusicn of an ac:'J?: 
HTIA payment in the 303 begins on the effective date of the a'iarj. 
February 1 5 ,  and ends on February 14 of the follgjring year. 7?.? 
i i O R  is reestablished any time there is a change in an emp!-?:e's 
annual base salary rate or lump sum payment. 

The inclusion of an MTIA in benefits is based on the status of ::? 

employee at the time the payment is made, e.g., retired, '37 
benefits, on leave of absence, etc. Generally, however, :he 
following treatment would apply: 

Pensions 
Compensation actually received~ up $ 0  the tine - i  
retirement (including a "payment in lieu of an act-2l 
MTIA", i f  applicable) is included in the pe?.si-i 
computation. If an employee receives an actual x?:.; 
after his/her date of retirement, the employee's 
pension will be recomputed using the actual amount of  
the award retroactive to the date of retirement. 

Death Benefits 
Death benefits are based on the ROR in effect at t h e  I 

time of death. 

Group Insurance 
Insurance amount is based on the ROR in effect 

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

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

Sickness Disability 
Payment is based on the annual base salary rate only. - LTD - 
Maximum payment is 50% of the annual base salary rat: 
in effect at time of commencement. 

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

- 0 -  
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?3y Zrades 2 - 5  

6.0 TAXES, PERSONAL ALLOTMENTS - 
Team awards are subject to state and local taxes, federal 
income tax and Social Security tax at the time of payment. 

Management Savings Plan deductions are made, however other pers-n3! 
allotments such as savings Bonds, U ~ i t e d  Way and Political kcti-n 
committee contributions and savings account deductions such 3s 
Credit Union deductions are not made. 

7 . 0  SEPARATIONS - 
Retirements 

7.01 Award payments for eligible employees who are 
separated from BellSouth because of retirement during 

an award year shall be handled according to the provisions q €  

Paragraphs 3.02 and 4.11 above. . 
If retirement is after December 15 of the Award Yeat b u t  
prior to February 15 of the following year, an actual MTIA 
payment will be made. The pension will be recomputed in 
accordance with Paragraph S.O(a) above. 

- 

Resignations or Dismissals 

7 . 0 2  Employees who are dismissed during an Award Year are 
not eligible for a "payment in lieu of an actual 

MTIA." Employees who resign during an Award Year a c e  
generally not eligible but may receive an award with the 
approval of the Assistant Vice President - Human Resources 
provided they meet eligibility criteria in Paragraph 3 . 0 2 .  
If the dismissal or resignation is after the end of the Award 
Year but prior to February 15, an actual MTIA payment should 
be made provided they meet eligibility requirements in 
Paragraph 3.01. 

Deaths 

7 . 0 3  In the event the employee dies during the Award Yeac, 
a payment in lieu of an actual MTIA should be paid 

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

7 . 0 4  The MTIA or payment in lieu of an actual MTIA shall be 
paid to the estate of the deceased employee as soon as 

practicable after the death of the employee. 

-9 -  
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A T P E N D I X  J 
NANAGEHZNT TEA7 
INCENTIVE AWARD ?LAN 

8.0 LEAVES OF ABSENCE AND BENEFITS - 
8.01 An employee absent d u r i n g  an Award Year due f ?  ? ?  

approved 1ea'~e of absence or benefit absenre 1s 
e n c i t l e d  t o  r e c e i ' ; e  an actual ?IT?.\ payment. I f  the a:s?zz? 
;.as six weeks o r  less, t h e  tu11 MTIA amount should b e  ; a i ? .  
1 f  the absence was longer than s i x  weeks, the MTIA am3unf 
shculd be prorated for the number of months actually ' d e r k e d  
during the Ayard Year. This payment should cover the numke:. 
of months worked plus the first thirty days of the absence 
period. (An employee on Anticipated Disability Leave .dsuld 
receive credit f o r  the first thirty days of leave - an2 ' ? e  
first thirty days of benefits.) Instructions fc: 
determining the number of months to use in proratiz? rh? 
award are provided in Paragraph 4.08 and 4.09. 

8.02 The award will be paid on the norma1,payment dare '.? 

these employees regardless of whether they ha.?? 
returned to w o r k  on the effective date of the award or n c c .  

- 1 0 -  
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\ 
KSRI PERFORMANCE 
(% OBJECTIVES MET) 

> 99.0 

> 98.0 - 99.0 

FIN ANC I A I, I'EH FOR MA NC 13 
(% ACHIEVEMENT) 1 

> 89.5 > 93.5 > 96.5 >98.5 > 99.5 > 100.5 > 101.5 > 103 S > 106.5 
5 89.5 I; 93.5 S96.5 S 9R.5 199.5 SlO0.S < 101.5 S 103.5 < 106.5 5 110.5 > 1 1 0  5 

75.0 100.0 120.0 135.0 145.0 ISO.0 155.0 165.0 1800 2000  225.0 

62.5 87.5 107.5 122.5 132.5 137.5 142.5 152.5 167.5 187.5 212.5 

> 93.5 - 95.0 

> 92.0 - 93.5 

> 90.0 - 92.0 

I; 90.0 

12.5 37.5 57.5 72.5 82.5 87.5 92.5 102.5 117.5 137.5 1373 

0.0 25.0 45.0 60.0 70.0 75.0 ,80.0 90.0 1050 1 2 5 0  1250 

0.0 12.5 32.5 47.5 57.5 62.5 67.5 77.5 92.5 112.5 112 5 

0.0 0.0 20.0 35.0 45.0 50.0 55.0 65.0 80.0 I O 0  1000 



A P P m D t x  8 
E X H I B I T  2 

HTIA PRORATION S C H E D U L E  

If an emplzyee i s  to receive a "payment i n  lieu of an actual FIT:.>." 
0 :  an actsa? M T I A  for less t h a n  a full year, this schedule is ~ ' 2  
be u s e d  i n  3 e t e r n : n i n g  t h e  amount of the prorated award. 

#HONTHS COHPLETED % O F  
IN P E R F O R W C E  YEAR AWARD 

- 
- 

11 9 2  

1 0  8 3  

9 7 5  

a 

7 

6 7  

58 1 . 
6 5 0  

5 4 2  

4 3 3  

3 2 5  

Used when prorat- 2 
ing time in pay 

company, or EST. 
grade, state, 1 

17 

8 

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

higher $100 (actual and in lieu of). 
Note: ( 1 )  A l l  MTIA payments are to be rounded up to the n e x t  

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

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

1 - 1 - 9 2  



Tay Graies 1 ,  AX, AY, Ai 

1.0 GENERAL - 

APPENDIX A 
UANAGEHENT TEAR 
INCENTIVE AWARD PLAN 

The Xanagement Team Incer.ti'Je Award !MTIAI Plan is :r.:e?i?? 
t3 encourage and reward team performance cf e ! : z : z : ?  

management employees by providing incentive compensation based z :  
state and BellSouth Telecommunications ( B S T )  service and financlai 
performance. The Plan does nc: replace existing merit award r l a - . j  
for individual performance, rather it enhances existing mana?eme?.-. 
compensation programs by specifically recognizing the importan:+ 
of corporate performance. 

- 2.0 PARTICIPANTS 

2.01 All regular full-time and 'partztime mana:eme*: 
employees who meet the eligibility requiremenrj 

outlined in Paragraph 3.0 below are covered by the. MTIA ? l i p  
(exclusions are defined in Paragraph 2.02). 

2.011 Employees in Pay Grade Band A-H will recel.;? 
an MTIA payment based on their targeted J C S  

(pay grade). 

2.012 Employees in "Acting" management titles as nf 
December 31 will receive an MTIA paymen: 

prorated based on the number of months spent in t h e  
"permanent" and "acting" pay grades. 

2.013 Non-Management employees in '' a c t i n 7 " 
management titles are also candidates fnc 

actual MTIA if they meet the eligibility requirements 
included in Paragraph 3.0 of this Appendix. 

If applicable, based on payment date, the MTIA 
payment may be made after the employee has returned 
to the non-management position. This payment was 
earned during a time frame when the employee was ncr 
a member of the bargaining unit and, therefore, is 
not in conflict with the non-management Workin7 
Agreement. 

2.014 The award for regular part-time employees 
should be prorated based on the number cf 

hours in the basic weekly schedule. 

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

- Employees who participate in the Senior Managemen! 
Incentive Compensation Plan 

Revision 

- Temporary and occasional management employees 

-1- 



APPENDIX A 
KANAGERENT T W  
INCENTIVE AWARD PLAN 

3.0 ELIGIBILITY - 
3.91 Actual MTIA ? z y m e n r  

An actual MTIA award is based on achievemen: r i  
predetermined state and BellSouth Telecommunicazlc-s 

(3ST) performance objectives for the year. An actual NTI.; - 
award is effective on February 13 and sill be paid c y  
February 28 following each award year and generates a chance 
in the recipient's Record Only Rate ( R O R ) .  (See Paragrap5 
5.0 of this Appendix for definition of Record Only Rate.. 
To be eligible for an actual MTIA, an employee must meet :?e 
following requirements: 

(a) 

(b) 

( C )  

3.02 

grade 

Member of a participating pay grade as of December i l  
of the Award Year. (See Paragraph 7.81 for excepti2.n 
covering retirements.) 

Performed in a participating management pay grade c :  
a non-management wage scale eligible for NTIA fer 

however, October 1 falls on a Saturday or a Sunday 
and the employee begins work on Monday, the employee 
may be eligible for an RTIA. The Rule of 16 is not 
applied to determine basic eligibility. Once bas;: 
eligibility is established the Rule of 15 is used t~ 
determine the full months worked. 

Has a Performance Rating of "OP", or "E?" or " N R " .  

three full months during the award year. I f .  

Payment In Lieu Of An Actual MTIA 

Employees who meet eligibility requirements (b) and 
(c) above, but who are not in a DarticiDatina oav . .  
as of December 31 of the Award Year- are eiigibie to 

receive a "payment in lieu of an actual RTIA" except a g  
provided in Paragraph 3.023 and 3.024. These payments in 
lieu of MTIA will be considered as special payments. AS 
such, they will not change the "existing" ROR and will not 
affect nor be matched by any benefits except pension. 
Procedures for effecting the "payment in lieu of an actual 
MTIA" are provided by each company. 

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

-2- 
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Pay Grades i .  A X ,  A Y ,  A i  

3 . 0 2 2  For emplzyees ?=in? on leave of absence. 
departmental leave, leaves "in general". z :  

benefits, an in l i e u  cf payment normally will r.3: :+ 
made. The emplcryee wlll be eli-jible f 3 r  an ac:':al 
M T I A  award on the payment date. ( I f  the absence 'x?;  
longer than six weeks the actual award will t+ 
prorated.) However, i f  i t  is known at the beginn:?? 
of the leave or benefit period that ths employee W I I :  

not return, i t  may be appropriate to make an in  lie.^ 
of payment. This decision should be made based c n  
the individual circumstances. 

3.023 Employees who move from a participating c.-:i 
grade to a non-management ,wage scale wh::?. 

is eligible for IV'TIA will not receive an "in lieu'f 
payment" if they subsequently become eligible '3 
receive an actual NTIA for the same award year. These 
employees will receive an actual NTIA prorated base? 
o n  the MTIA amount for the months they ' d e r 5  
management and the NTIA amount for the months they 
were non-management. This is also applicable fcr 
non-management employees who were in "actins" 
management assigr~ents and returned to a non- 
management assignment prior to the end of the year. 
If an employee is subsequently eligible to recei';? 
an NTIA "in-lieu of payment", any eligible l4?:.1. 
portion should be prorated as described above a?,? 
combined as part of the NTIA "in-lieu of payment". 

3.024 Employees who are dismissed during the 
performance year are not eligible f o r  an "in 

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

3.025 An amount equal to the Standard A w a r 5 .  
prorated for the number of months the 

employee was in the participating pay grade will be 
paid in lieu of an actual MTIA. (Reference Paragraph 
4.09 - 4 . 1 2  below.) 

. .  

- 

-3 -  
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APPENDIX A 
KANAGERENT T E M  
INCENTIVE AWARD PLAN 

- 

3.03 ETIAS f 3 r  3e!!z:re .:.ssicr.ecl Encloyees 

Effective Jancary 1 ,  1391. employees &.hO transfer 1: 
sellcore and j.,*.3 meet eligibility req3i:emenzs :. .. 

( 5 )  and ( c ) ,  should be paid prorated actual MTIA a'darris Z :  
the next payment date for MTIAs after the transfer ocz.;rs.  
Employees returning from 3ellco:e assignments and these . - ,h~  
are rotational to a participating SellSouth Company f : z n  
Bellcore will be exempt from the "three full mcnth.s 
eligibility" requirement of 3.01(b). Troviding they m e e -  
the requirements of 3.01 ( a )  and ( c ) ,  they may recei:re 3 
prorated actual team award if they return to o r  are assizne', 
to a team award paying ccmpany during October-December. 
This rule is also applicable to employees who go to 6elLz3:-? 
during January-March. (The "rule of 16" applies in b ~ : n  
cases outlined above.) * . 

- _ .  

3.04 Career Alternative ?Ian ( C A P )  MTIA Treatment 

For employees who elect to participate in the career 
Alternative P l a n  ( C A P ) ,  an in-lieu-of payment 

normally should not be made. CAP participants are eli?ible 
for an actual (prorated) MTIA award on the first subsequenc 
payment date if they are otherwise eligible. Should an 
unusual circumstance warrant paying an in-lieu-of paymePC. 
documentation should be prepared for future reference. 

- 4 -  
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4 . 0  AWARDS - 

Pay Grades 1 ,  A X ,  A':, .:.I 

4.01 Awards under the Plan are based on achie.Je>e?.: :! 

an ~ ' ~ a r d  (calendar1 Year period. For each A'dard Year. ;r 

s:an:'ard award amount fcr eacn participating manaqemer.: ~ 2 . ;  

grade is determined. An amount ranging frcm 0 - 2 2 5 ' 1  sf :TO 
standard award may be earned by eligible employees ciepenii-? 
on the performance of his/her team during the Award Yea:. 

state/~s? financial and service o b j e c t i . J e s  =':E: . 

- Employees should be told the standard award arnr?;:: 
"at risk" for their pay grade for the cur:e-: 
performance year. 

4 . 0 2  Award Computation . 
For BellSouth Telecommunications ( B S T )  managers, ::- 2 -  

MTIA will be c5mput.d as follows: 

( 2 )  

( 3 )  

A. Managers with single-state responsibilities: 
(1) Determine percent award from the matrix 

included as Exhibit 1 of this Appendix 
using state's percent of net inczm? 
commitment met and the percent of s e r v i c e  
opportunities met in the state. 
Determine percent award from matrix usi?.? 
overall E results for percent net inrim+ - 
commitment met and - BST percent of s e r v i : +  
o~portunities met. . This is 

award f c r  
Aberage results of ( 1 )  and ( 2  
the percentage of the standard 
MTIA payment. 

8 .  Managers with multi-state responsibil 
(1) Follow ococedures of A(1) for . .  

( 2 )  

ties: 
each sta:? 

for whick a manager has responsibility and 
average the results to determine :he 
statels portion of the award. 
Follow procedures of A ( 2 )  and A(3). 

C.- Managers with B S T  Headquarters assignments w h 2  * 

do not have specific state responsibilities: 
Follow procedures of A(1) for all nine states 
and average the results to determine the states' 
portion of the award. Then follow procedures r i  
A ( 2 )  and A(3). 

Revisions 1 - 1 - ? 2  
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?ay ;rades 1 ,  AZ, A ? ,  .A; 

. .  4 . 0 3  The managers in 3ellScuth Headquarters ( 9 S U !  x : : -  
receive an ayard 5ased on the xeighted averaqe c - f  :?.e 

;.eiqhting t3 be used during each performance year 'ai?? Z P  

announced thrcugh an empiayee publication. 

4 . 0 4  I f  a manager holds assignments in more than one srac.1 
during the year. the award amount will be based r 2  

the number of months completed in each state during :he 
Award Year. The proration schedule included in Exhibit 2 c f  
this Appendix should be used for determining the appropriare 
award amount. 

4 . 0 5  If a manager holds assignments in more than 5r.e 
BellSouth company which has an MTIA plan, the awari 

amount will be based on t h e  number of.months completed ;n 
each company during the Award Year. 

7 - a  3 s T  award and the 3SE campanies weighted award. ~ .. - 

4.051 The receiving company must confirm :?e  
percentage award and standard award amour.: 

from the sending company. 

4 . 0 5 2  The receiving company will make the awar.? 
payment. There will be no billing of the 

award payment to the sending company. This is due tc 
the administrative and accounting costs of such bill 
backs. However, if group moves occur, bill bact 
procedures would be appropriate. 

4.06 If a manager is reassigned (promoted or downgraded) 
during the year from a position and pay grade covered 

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

4 . 0 7  If an employee is promoted from non-management tg 
management during the year, the NTIA award will be 

prorated based on the appropriate NTIA amount for the months 
the emp1oyee was non-management and the appropriate MTIA 
amount for the months the employee was management. This is 
also applicable to non-management employees who are in 
acting management assignment at the end of the year. The 
proraribn schedule included in Exhibit 2 of this Appendix 
should be used for determining the applicable MTIA amcunts 
f o r  the months the employee was management. 

- 5 -  
Revision 1-1-02 



APPENDIX A 
KANAGEUENT T U  
INCENTIVE AWARD PLAN 

pay Grades 1 ,  A X .  A':. x: 

4.071 For an employee covered by the provisions ~f 
Paragraph 4.07, the NTIA portion of the ~71.4 

award will be prorated for the number of months in 3 
nonmanagemenc position. In this case the standard 
NTIA award amount will be 1.591 (or other applicabi? 
percentage) of the NTIA applicable wages, incluein? 
overtime. The standard NTIA award amount times :ne 
actual NTIA award percent will determine the N T I A  
portion of the award. 

4 . 0 8  MTIA actual award amounts f o r  eligible employees will 
be based on the number of months during the Award 

Year (Jan-Dec) an employee comp1etes. Awards must be 
prorated because of participation for less than 12 months. 
Employees are not eligible if participation-is less than 1 - full months. If, however, October 1 falls on a Saturday 5 :  

Sunday and the employee begins work on Monday, the employee 
may be eligible. The Rule o f  16 is not applied to determine 
basic eligibility, once basic eligibility is established t h e  
Rule of 16 is used to determine the full months worked. 

4.09 For the purpose of determining the number of months a 
prorated MTIA should cover, activity occurring prior 

to the 16th of the month is considered as the 1st of that 
month while activity occurring on or after the 16th is 
considered as the 1st of the succeeding month. (Note: Use 
the 15th for the month of February.) 

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

4.11 The amount of a "payment in lieu of an actual MTIh" 
made to an employee described in Paragraph 3.02 above 

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

4 . 1 2  Award Payment 

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

- 7 -  

3NA- 4q 
6-1-91 



APPENDIX A 
MANAGEMENT TEAH 
INCENTIVE AWARD PLAN 

- 5.0 BENEFITS TREATMENT 

Most benefit programs that a r e  Fay-related a r e  base5 c' 5 5  

enployee's p.eccrd Only 3ate !?OR). ?he 35?. inclilces 
employee's annual base salary :ate p l - 5  the lump s u m  paymenr!~! 1 1  
e f f e c t  a t  the time (e.g., MTIA, IIA). ? h e  tnclusi2n of an ac:-al 
MTIA payment in the ROR beoins on the effective date of the a'darj, 

ROR is reestablished any time there is a change in an employee's 
annual base salary rate or lump sum payment. 

The inclusion of an MTIA in benefits is based on the status cf :he 
employee at the time the payment is made, e.?., retired, c n  
benefits, on leave of absence, etc. Generally, however. :h+ 
following treatment would apply: 

February 1 5 ,  and ends on February 14 of the follzving year. 7 - c  

(b) 

(C) 

?ay GraiPs 1 ,  A X ,  A ' i ,  .:.I 

(d) 

( f )  

( 9 )  

(h) 

- . 
Pensions 
Compensation actually received up to the time c f  
retirement (including a "payment in lieu of an ac:lJal 
MTIA", if applicable) is included in the pens:-? 
computation. If an emplc;.ee receives an ac:gal M ~ I A  
after his/her date of retirement, the employee's 
pension will be recomputed using the actual amount cf 
the award retroactive to the date of retirement. 

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

Group Insurance 
Insurance amount is based on the ROR in effect. 

Savings Plan 
Percentage allotment in effect at the time the award 
is paid will be applied to the MTIA amount. ( N o t  
applicable to "payments in lieu of an actual MTIA cc 
an actual MTIA paid after the employee has retired. 
transferred, etc.) 

Hajor Medical Deductible 
Maximum amount of deductible is based on annual base 
salary rate only. 

Sickness Disability 
--Payment is based on the annual base salary rate only. 

LTD 
Maximum payment is S O $  of the annual base salary rate 
in effect at time of commencement. 

- 

Accidental Death 3enefit 
Amount of payment is calculated a s  three times 
sickness death benefit with excess paid under special 
accidental death policy. 



APPENDIX A 
MANAGEMENT TElUl 
INCENTIVE AWARD PLAN 

6.0 TAXES, PERSONAL ALLOTMENTS - 
Team awards are subject to state and local taxes, f9cieral 
income tax and Social Security tax at the time of paymen:. 

Deductions are also made for participants in the Managem5r.r 
Savings Plan. Other personal allotments such as Savings ~ c n ; , s ,  
United Way and Political Action Committee contributions a?ci 
savings account deductions such as Credit Union are not made. 

7.0 SEPARATIONS - 
Retirements 

7.01 Award payments for eligible employees who a t *  
separated from BellSouth because of ietirement d u c i h ?  

an award year shall be handled according to the provisiscs 
of Paragraphs 3.02 and 4.11 above. 

If retirement is after December 15 of the Award Year b u t  
prior to February 15 of the following year, an actual N T I A  
payment will be made. The pension will be recomputed in 
accordance with Paragraph 5.0(a) above. 

Resignations or Dismissals 

7 . 0 2  Employees who are dismissed during an Award Year ate 
not eligible for a "payment in lieu of an actual 

MTIA." Employees who resign during an Award Year a:e 
generally not eligible but may receive an award with the 
approval of the Assistant Vice President - Human Resources 
provided they meet eligibility criteria in Paragraph 3 . 0 2 .  
If the dismissal o r  resignation is after the end of the 
Award Year but prior to February 15, an actual MTIA payment 
should be made provided they meet eligibility requirements 
in Paragraph 3.01. 

Deaths 

7 . 0 3  In the event the employee dies during the Award Yeat. 
a- payment in lieu of an actual MTIA should be paid 

provided the employee was in a participating pay grade f o r  
at least three.ful1 months and had a Performance Rating of 
"OP" , ~ "EP" or "NR". If death OCCUKS after the end of the 
Award-Year but before February 15, the MTIA award would be 
computed using the actual award amount. 

7 . 0 4  The MTIA or payment in lieu of an actual MTIA shall 
be paid to the estate of the deceased employee as 

soon as practicable after the death of the employee. 

-9- 
51 



? a y  t r a d e s  I ,  A X ,  A " ,  AZ 

8.0 LEAVES OF ABSENCE AND B E N E F I T S  - 
8 . 9 1  ; in  e 3 p l o y e e  a b s e n t  d u r i n g  a n  A;rard ' f e a r  .'?Je : z  5 - .  

a p p r z v e d  l e a v e  zf a b s e n c e  o r  b e n e f i t  a b s e z c e  1 s  
e n t i t l e d  t o  r e c e i v e  a n  a c t g a l  MTIA p a y m e n t .  I f  t h e  abser . :?  
i.(as s i x  weeks  o r  l e s s ,  t h e  f u l l  M T I A  a m o u n t  s h o u l d  be s a i j .  
I f  t h e  a b s e n c e  was l o n g e r  t h a n  s i x  w e e k s ,  t h e  MTIA amcup: 
s h o u l d  b e  p r o r a t e d  f o r  t h e  number o f  m o n t h s  a c t u a l l y  worked  
d u r i n g  t h e  Award Y e a t .  T h i s  paymen t  s h o u l d  c o v e r  t h e  number 
o f  m o n t h s  worked  p l u s  t h e  f i r s t  t h i r t y  d a y s  o f  t h e  a b s e n c e  
p e r i o d .  ( A n  e m p l o y e e  on  A n t i c i p a t e d  D i s a b i l i t y  Leave  ~ o ~ l i  
r e c e i v e  c r e d i t  f o r  t h e  f i r s t  t h i r t y  d a y s  o f  l e a v e  a n 5  :he 
f i r s t  t h i r t y  d a y s  of  b e n e f i t s . )  I n s t r u c t i o n s  f r : .  
d e t e r m i n i n g  t h e  number o f  m o n t h s  t o  u s e  i n  p r o r a t i n ?  :he 
a w a r d  a r e  p r o v i d e d  i n  P a r a g r a p h  4 . 0 8  a n d  4 . 0 9 .  

8 . 0 2  The a w a r d  w i l l  b e  p a i d  on  t h e  n o r m a l  paymen t  3 a - e  : 3  
t h e s e  e m p l c y e e s  r e g a r d l e s s  o f  w h e t h e r  t h e y  '.i.a.:e 

r e t u r n e d  t o  work on  t h e  e f f e c t i v e  d a t e  o f  t h e  a w a r d  o r  2 5 ~ .  

- 

=, . 
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MANAGEMENT TEAM INCENTIVE AWARDS 
% O F  STANDARD AWARD 

I FIN A NCI A I, I’KHFOR M A NCE: 1 
KSRI PERFORMAN~E ( 5  
1% OBJECTIVES MET) 

< 90.0 0.0 0.0 20.0 35.0 

I ACHI 
> 98.5 
s 99.5 
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120.0 

107.5 

95.0 

82.5 
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45.0 

YEME 
> 99.5 
S100.5 

150.0 

137.5 
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112.5 

1oo:o 

87.5 

75.0 

62.5 

50.0 

- 
- 

11) 
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130.0 
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92.5 

80.0 

67.5 

55.0 

I 

I I 1 
152.5 167.5 187.5 212.5 -1 
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MTIA PRORATION SCHEDULE 

APPENCIX A 
EXHIBIT 2 

I f  an emplzyee is to receive a "payment in lieu of an actual ,YT:.z.'. 
0: an actual MTIA for less than a f u l l  year, this schedule i s  :: 
be  u s e d  I?, 5etermin;ng the amount c f  :he prorated award. 

tt4ONTHS CORPLETED % OF 
IN PERFORMANCE YEAR AWARD 

11 9 2  

1 0  8 3  

9 7 5  

8 

7 
- 6 7  

58  
. 

6 5 0  

5 4 2  

4 3 3  

3 2 5  

Used when prorat- 2 1 7  
ing time in pay 
grade, state 1 8 
company, or BST 

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

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

( 2 )  To be eligible for an actual MTIA or in lieu of payment, 
an employee must perform in a participating pay grade o r  
a n.onmanagement wage scale eligible for an NTIA payment 
for three full months. if, however, October 1 falls on 
a Saturday or a Sunday and the employee begins work on 
Monday, the employee may be eligible. The  Rule of 16 is 
no& applied to determine basic eligibility, once basic 
eligibility is established the Rule of 16 is used tg 
determine the full months worked. 

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

m-53 
1-1-92 



Southern Bell Tel .  & Tel. CO. 
FPSC Docket No. 920260-TL 
FPSC Si-aff's First Interrogatories 
llay 27, 1992 
Item No. 4 
Page 1 of 1 

REQUEST: What is the percentage that incentive compensation bears to the 
total salaries f o r  the managers/executives? 

* . 
RESPONSE: EXECUTIVES The percentage of standard short term ailard amounts 

to position rates varies with the level of officer. 
percentages range from 37% to 61%. 

In 1991 the 

MANAGERS The percentage that incentive compensation bears to the 
total salaries for other managers in 1991 ranges from 5.5% to 
21%. 

- 
INFORMATION PROVIDED BY: Pat S a s z i  (Executive) 

- 1155 Peachtree Street 
13503 Campanile 

Aclanca, GA 

Reatha Lfitli (Managers) 
Souch E 7 S 1  
3535 Colonnade Tarkvay 
B i rnii n gh am, .L. L 



- 
REQUEST: 

Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL 
Staff’s 1st Set of Interrogatories 
llay 27, 1992 
Item No. 11 
Page 1 of 1 

For the calendar year 1991,  identify the total company and 
intrastate amount and accounrs associared vith the following 
activities: USTA dues; costs associated vith the professional 
golf tournaments; purchases of tickets for the theater, music, 
arts, end similar activities; costs associated vith attendance 
of family members and friends at conventions and similar 
functions; and cost associared with employee gifts. Identify 
the FCC account numbers char these activities are recorded on 
the books. il 

RESPONSE: The following are estimates of the requested amounts for 1991: 

USTA Dues (1)  

Golf Tourn. 

Tickets ( 2 )  

Spouse/Family 
costs ( 2 )  

FCC Southern Bell Florida 
Account Total Intrastate 

6728 $ 8 3 0 , 6 6 8  $ 249 ,937  

6722 

Various 

Various 

483 ,400  

1 2 , 0 0 0  

2 0 , 4 6 8  

Employee Awards ( 3 )  Various $ 5 , 1 0 7 , 7 4 5  

148 ,642  

3 , 5 6 0  

6 ,072  

$ 1 , 3 4 3 , 6 3 4  

(1) NOTE: USTA dues paid in 1991 are for 1 9 9 1  and 1992.  

( 2 )  Represents estimated amount included in BellSouth 
Corporation and BellSouth Services, Inc. overhead billing 
to Southern Bell. Southern Bell incurred amounts are 
charged to Account 7370 and are excluded from regulated 
expenses. 

(3) Employee awards includes non-cash sales or performance 
incentives, a:-ards for length of service, retirement or 
safety achievement, and other special awards, recognition 
and promorional ireins. 

RESPONSE PROVIDED BY: H. A. Paisa!it 
Opera t i on s !.:an age r 
675 Vesr Peachrree Streer 
Atlanta, Georgia 30375 



Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL 
Citizens' 8th Interrogatories 
12th PODS 
June 26, 1992 
Item No. 174 
?age 1 of 1 

REQUEST: Please provide a detailed description, including 
eligibility and vesting requirements, of each separate 
post-retirement benefit other than pension and indicate if the 
Company is contractually obligated to provide each benefit. 

7 . 
RESPONSE : 

The Company currently provides the following three post-retirement 
benefits other than pension: 

1: 3ellSouth Medical Assistance plan - This is the same 
coverage that is provided to active employees with a lifetime 
maximum of $1 Million and an offset for Medicare benefits. 
A portion of Medicare Tart 3 premiums are reimbursed paid by the 
Company. 

2. BellSouth Dental Assistance ?lan - This is the same 
coverage that is provided to active employees. 

3. SellSouth Group Life llan - An employee's group term life 
insurance coverage, generally equal to one times pay, coniinues 
following retirement and is reduced by 10% per year for each of 
the five years following age 65 so that at age 70 only 50% of 
active coverage remains in effect. Also, for certain employees 
there is a death benefit under the pension plan that is funded 
through the pension accruals. 

The above benefits currently are provided to any employee who 
retires from the Company and is eligible for a service retirement 
or disability retirement pension. A service retirement pension is 
available following 30 years of service; age 50 and 25 years: age 
5 5  and 26 years; or age 6 5  and 10 years. A disability retirement 
pension is available in the event of total disability after 1 5  
years of service. Reference item No. 125 for a complete 
description of these benefits. 

The Company does not treat these benefits as "vested" and 
reserves the right to modify or terminate these benefits. 
Although it is never entirely clear whether an employer has 
effectively retained the right to modify or terminate retiree 
benefits, courts generally recognize this right. - See Alday v. 
Container Corp. of America, 9 0 6  F.2d 660 (11th Cir. 1990); 3erman 



.. - 
v. International Controls Cor?., 12 EBC 1727 (S.D. Fla. 1990). 
Any such changes that affect employees subject to the Company's 
collective bargaining agreement with the Communications Workers of 
America would be subject to bargaining pursuant to that contract. 

- 

- Company employees currently also have the option of 
purchasing, on an employee-pay-all basis, supplemental transplant 
assistance protection, long term care protection, and supplemental 
term life insurance protection. The Company does not consider 
these benefits to be "post-retirement benefits" because they are 
funded bY employee premiums. 

'. 
- 

=, 
INFORMATION PROVIDED BY: (NAXE): aeezin N. Swilley 

(ADDRESS): 1155 Feachtree Street, NE 
Atlznta, GA 3 0 3 6 7  

. 

P 
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Southern Bell Tel. & Tel. Co. 
EPSC Docket No. 920260-TL 
citizens' 8th Interrogatories 
June 16, 1992 
Item No. 179 
Page 1 of 1 

REQUEST: Please explain and quantify how the chanqe from the 
cash to accrual method for ratemaking will result in an 
excess of iimediate or long-term benefits over the cost 
of providing those benefits. 

* . 
RESPONSE: Accounting for the costs of postreyirement benefits 

using an accrual rather than cash nethod provides 
benefits to both the Company a s  well as future 
ratepayers. The Company benefits ixaediztely because 
it will recover the full costs of providing 
telecomunications services as those services are being 
provided. Future retepayers will benefit because they 
w i l l  not incur costs related to providing wior 
periods' telecomunications services. In addition, 
both the Conpany end retepayers will benefit from using 
the accrual nethod since it more approprirtely 
distributes tine expense to the years in which the 
services are provided. 

The Conpany has made no attenpt to quantify the 
iirJr.esiate o r  long t e n  benefits discusses above. 

INFORMATION P2OVIDED BY: H. A .  Paisant 
Operations Manager 
675 W. Peachtree Street 
Atlanta, Georgia 30375 



.. 

- ..- 

FPSC D K k t  NO. 920260-TL 
Cilizcns’ 8Lh Interrogatories 
Junc 16, 1992 
ItcrnNo. 217 
Page 1 of 1 

REQUEST: 
217. Please provide a schedule that presents the monthly 
balance of uncollectible accounts reserve from January 1990 through 
the present. 

RESPONSE 
Monthly balance of uncollectible account reserve (account 1181): 

Month 

January 
February 
March 
April 

June 
July 
August 
September 
October 
November 
December 

May 

* . 
1990 1991 1992 

(28,493.295.35) 
(28,753,690.68) 
(29,673,347.61) 
(27,046,232.39) 
(27,028,238.72) 
(2S.744.134.21) 
(24,758,571.16) 
(25,003,247.02) 
(21.8S7.465.17) 
(2 1,048,808.42) 
(21,443,174.00) 
(22,178.935.89) 

(23.970.186.58) (25,328,716.19) 
(23,986,614.31) (26.273.055.13) 
(23,769,685.87) (24,471,073.81) 
(23,710,172.96) (26,903.032.61) 
(21,726,364.58) (27,118,093.77) 
(22,908,909.92) 
(16,988,639.64) 
(18,401,084.65) 
(18,058,667.96) 
(26,920.429.41) 
(25,117,093.99) 
(24,280,108.52) 

The fluctuation in July-September 1991 was caused by the implementatioh of 
the regionalization of BAPCO Uncollectibles. This change mechanized the 
write-off of BAPCO amounts and initially wrote off more than one month. 

Prior to this change BAPCO write-offs were done manually via Form 5031. 
on an account by account basis. This was a lengthy process for approvals. It 
appears there was a slow down in the processing of 5031’s the month prior 
to the implementation, which caused the initial mechanized processing of 
more than one month. 

INFORMATION PROVIDED BY: T. F. Lohrnan (30.5) 538-5320 

150 \V. Flazler Street 
Suite 1901 
Miami,  Florida 33130 



- 
m: please provide a s&&ule that prrsents the following bad debt data 

for 1988, 1989, 1990 md 1991. - 
a. B i l l e d ~ e v e n w s  

b. Actual vrite-affs net of PeCQveries 

c. Bad Debt pmvision 

-: ~ e e  attached copies of the %nn w Analpsis of ~ ~ ~ ~ ~ U e c t i h l s  
Schechiles f o r  1988 t h roqh  1991. 

RESECINSE mdrmDED BY: T. F. Lohman (305) 530-5320 - 
150 u. Flagler street 
suite 1901 - Miami, Florida 33UO 

. 
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A d  1181 A d 1 1 9 1  - I A d  -All-- 1201 
Tclouomrn 

4 1 7 8 . 9 3 6  S 1s 

TocalCrodirs 

Uncollcctiblcs Wrimn off during thc Year 
Other Dcbi(s (Expixin in L Nak) 

TocrlDcbiLr 

BalaacratEodoftbcYear 

Toul Opcmting Rcvenucr for thc Yur 
Nct Write o€is during the Y+c 6 minus Line 3) 
RAtio of LiDe 11 to h 10 
k t i o  of Line 2 to Line 10 
UncoU. Wripcn off during thc Year for AffLlcs: 

Fwmolcs: 

44,039,805 1; 1 3 . 2 6 2 9 5  
23,606,538 

70,909,338 I y) 

(c) 

j2,&9,141 
36.359.024 

I I 
5 24,280,109 1 501 m i  

I , 

a) This xnmunt includu Uncolloctibls Amormu for Tclc.co~uoiutioas m d  Other N w - & d  Dpcntk 
Rcvcnuc. 
b) Provision for uncoUectible intrastate md interstate SWUIIK, charged to Account 4010 ID diweunt 
purchases of ~ccovnfs rucivsble fmm other. is made in respondent's Account 1181.  ACCOWK Reccivnblc 
Allowancc Tclccommrmiutioru. 
c) Other Dcbiu for uncollectible sexamts mists primariiy of smocmu WritLCn off in w d u n  
with the purcbrse of ~ccouts receivable of others for wmccs providod by d e n .  
d) This d o  wad devclopod uiag Tolrl OpaxLing R c v c n w  which inclildch dlowmcs for Uncollectible 
Rcvcnws. Thu mtio would bc 0.94% if rrritcllcctible rcveuws were cxcludcd from Total Opcradng Rcvcnuc 
e )  This ratio wad dcvclopod using Tosrl Operating R e v c o w  which i n c l h  xtlowmcc for U ~ l l ~ t i b l c  
Revenues. Thih mtio would k 1.42% if uncollectible revcn- w e n  cxcludcd from Tokl Opcnting Revcnuc 



atizazSr 8th In-. 
June 1 6 ,  1992 UncolIectibIe Accouots (1181, 1191 & 1201) 

Scbedde B 4  
1- M- L82 
pase 3 of 8 

Company: Southern Bell Telephone and T d e p p h  Company - Fiori& 
cor the Year Eoded Lkzember 31. 1990 

5 

6 
7 

8 

9 

... -- 

TorrlCmfits 

Uncollsctiblcs Writttn off during Lhc Ycar 
Other Debits (Explain in a Note) 

TooLalDebi~s 

BalaDce af End of the Year SZ2.178.936 

10 
11 
12 
13 
14 

so so 
I 

I I 1 534,111,317 i 50 I so 
I 

Total Operating Revenues for L h t  Ycar 
Net Write offs during rhe Ycar(Line 6 minus Line 3 
Ratio ofLinc 11 to Line 10 
Ratio of Lint 2 to Line 10 
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CitiZens' 8th 
16, 19% Uncollectible Accounts (11x1, 1191 6;. 1201) 

Scbedule B 4  I h N o .  182 

hnpany: Southern Bell Telephone and Teleeppb Company - Horida w e 4 o f 8  

or tbe YearEndedDecember31.1990 
.,.- 

Notes for Schedule B-4 

FcxSnote (a) 
ResDondents' Mode of ReDortine in  this Schedule: 

Provisions for uncollectable inmlata l w l .  toll and miscellaneous 
revenues are made in respondents' Account 1181, Account Receivabl 
Allowance Telecommunication. 

Footnote @) 
Basis used to determine the accruals cha;?ed to Account 5301: 

The following procedure is used to determine the accruals for 
uncollectible intralata revenues reflected on Line 2: 
1. Studies are made quarterly to determine the number of 

"Uncollectible months", Le.. the weighted average number of months 
intervening between the time an uncollectible dollar is earned and 
the time it IS written off as uncollectible. 

2. Each month the portion of the current month's revenues that will 
prove uncollectible is estimated by applying to such revenues a 
percentage developed by dividing: 

(2) Net Uncollectible (current write-offs less recoveries of prior 
write-offs) experienced during the 3 months immediately preceding the 
current month. 

by 
(b) Revenues earned during 2 3 month period ending as many months 

prior to the current month as equals the number of the respondents' 
"uncollectible months" referred to in Paragraph 1, above. 

3. The estimate in  2 above, is the computed accrual for the month. 
I t  is reviewed in  the light of the current collection trends, current 
economic trends, etc. and may be adjusted upward or downward as 
deemed appropriate in the circumstances. 

Foooblok (c) 
Other Credits and Debits for uncollectible accounts: 

Other credits and debits consist of $9,706,883 in  uncollectible 
reserve adjustments in 1990. These adjustmen& are primarily for 
receivables purchased from other carriers in connection with the 
provision of billing and collectir?g services. The uncollectible 
reserve amount for purchased receivables is netted against 
remittances made for the purchases. 

The debits also reflect adjustments in the reserve for carrier 
access. 

. 
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Schedule 84 
Company: Soutbm Bell Tdcpbmc & TcIcgnph 

inC 
qo. 

1 
2 
3 
4 

5 

6 
7 

8 

9 

10 
11 
12 
13 
14 
15 

Dcscriptioa 

&lance st Beginning of tbc Ysar 
Add. RoVLioa for Uncoll. Made During Ibc Y a r  
Collection of Amounts Prcviourly Writtrn off 
OtbcrCrdidils 

To&JC&LS 

Uncollcctiblcs Writkn off during Lhc Ycar 
OLhcr Dcbidils (Explain in a Nok) 

TooLalDcbirs 

Balaoce af Eod of the Year 

Total Operating Rcvcnues for the Ycar 
Net Write offs during Lhc Ycar(Linc 6 minu Line 3) 
RatioofLinc11toLinc10 
Ratio of Line 2 to Line 10 
Amt Incl. on Linc 2 Attributable to Affil. Rcceivables 
Uncoll. Writkn off during rbc Ysar fcr Affiliaw: 

Fcrofnoks (a), @) and (c): See Next Page. 

s) 

b) 

:) 

I .~ I 
SX.039.13 ( 5  0 1% 0 

Tcl&cmm. Other -hllow. 
Acct 1181 Acct 1191 

S21.673,048 5 0 

A d  1201 

29,245,902 
2.070.350 

I 

S31.316.252 5 0 IS 0 

24.23.311 
813,814 



L 

N o ~ c s  for Schedules E-4 

Rcspondcnfs' Modc of Reponing in tbis Schedule: 

Provkiors for uncollcctiblc incralata 1-1, toll and miwcllanmus revenues arc ma& in rcspondcnt's 
Acccunt 1181. Accounu Rcccivablc Allowancc TclecommuPication. 

F O O Q O ~  @): 

Basis used to dctzrminc tbc accntals cba rgd  to Account 5301: 

7 % ~  following procedure is used to dokrminc rhc accnuls for uncollccublc inrralara rcvenucs r e f l ec t4  
on Linc 2 

1. Studies arc made quamrly to d-crminc the number of -Uncollcctiblc months', Le., thc wcigbkd 
average numkr of months intcrvcning bctwecn thc time an uncollectible dollar is carned and rDc 
timc it  is wrinsn off as un~~llccl ibk.  

2. Each month thc portion of the current month's rcvenucs that will prove unwllcctiblc is e s k t e d  
by applying to such rcvcnucs a prccntage dcvcloped by dividing: 

(a) Net UncoUcctible (current wir---ofis 1- m v e r i c s  of prior Writ--5s) 
. . . .  

cq&enccd during tbc 3 months immcdiakly p d g  thc current montb 

@) Rcvcnucs c a m 4  dllring a 3 month pcriod ending LS many m o n h  prior to 
the cUirrnt month as equals tbc number of thc rcrpondcnt's 'uncollcctiblc 
monrbs' rcfcrred to in Paragraph 1, above. 

3. The cstimatc in 2 abvc ,  is tbc computd aced for tbc month. It is revicwod in thc light of 
thc current collection trcndc, current cwnomic wends, ctc. and may be adjustd upward or 
downward as deemed appropriatz in tbe cirrumstances. 

Othcr Crcdirr and Dcbifs for uncollcctiblc x c m u u t t :  

Othcr crcdifs and dcbik consist of 5813.814 in uncollectible rcscrvc adjustmenu in 1989. Tbcw 
M primxrily for rcccivablcs p u n b a d  from other Canicrs in cocneztion Witb tbc provision of billing 
and collecting scniccs. Tbc uncollectiblc N t rvc  imOunt for purcbs.4 rcccivablcs is ncmd against 
rcminaocr~ ma& for thc purchasa. 

Tbc dcbit, also rcflcct adjustmcnu in thc ~ e r v e  for carrier acccss. 

Y 



UYCOLLECTIBLE A C C C U Y T S  lACC(lll(1 1181 and ACCCUNT 1191) 

f D R M  M SCHEOULE 21 

southern B e l l  Telephone L Ielcgraph-florlds( 

( conpany I 
I 

Y e a r  Ended D r c m t x r  11, l V 8 0  I 
I 

066 12/80 I 
(Code) ( n w )  I 

wm cf C r e d l t o r  

( 8 )  

I I  
I I  
I I  
I I  

(Ten  l a r g e a t  I t a  In ~XCCII o f  11,000,000.) 

. I ........................................................................................................... ,. .. I 1 I O i l ~ n c e  a t  BeglmlnO of the  l a i r  
I 2 I A c c r u a l I  Charged 

I 3 ~col lui lw 01 knovrt~ P r w l c w l y  Y r l t t e n  O f 1  

I 4 l o t h e r  CredltI 
&- - I  I 

I I  
110 l l o r a l  c p r a t l n p  Riven*  l o r  tho l r r r  
I 1  

I I 1 
I ml .I End I h u n t  I t  f rd  I 

I (b) I ( C )  I 
I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

1% 2 0 , ~ 0 . 2 1 1  1%. I 
I 24,294,972 I I 

I 
I 0 1  I 
I .................................. I 
I S  21,112,243 It I 
I ................................. I 
1 21,862,232 1 I 

I 
I .................................. I 
11 24,869,448 1% I 
I ...............I................. I 
I1 21,641,048 I f  I 
I ...............I................. I 
I I I 
I ...............I..._.............. I 
~11,00~,7w, I C 1  I xxxxxxxxxxxxxxxx I 
I ...............I................. I 

I o f  t h e  Year I of  the  l rar  I 
I A c c m t  1181 1 ACCMI 1191 I 

I 1,417,271 I 

I 3,007,216 I 

I 
, I  I ................................. I 

I I  
I l l  1Het U r I t e  O f 1 1  Dur ing  the Tear ( L l n e  6 m I N 8  L f n s  1) 11 20,444,961 1 %  

I 0.bq xxxxxxxxxxxxxxxx I 
F I ............... 1 ................. H 

I...I ................................................................................................................................................................ 

2 HI . 
m E t ; m  

, N$E:  

I 1  
Iiz I n a t l o  01 ilna I I  tn  Llne 10 

I I  1 1 1  I n a t l o  of L I~X 2 i o  L lna  IO I 0.8IXI x x x x x x x x x x x I x x x ~ ~  f g 
0 -A F,: 



Citizens' 8th Interr. 
June ~6, 1.992 
Item No. ~82 
Page 8 of 8 

~l Report ot Southern Sell TelepnO!'>e and Telegrapl't C~'florlda .•••.•.•Tear ~ OecCl"ber 31, 1958 
> j 
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"Footnote (II): II 

II II
-IIOther Debits to reserve for uncollectible accounts: 1/

-- 11········· __ ···_············· __ ····_---_··········· II 
n 

Other debits consist of S3,007,216 in uncollectible reserve adjustments in 1988. TheseII II " 
II adjust~ts are primarily for receivables purchased frQe other carriers in c~tion with the II 

II provisiO<"l of billir,g I>rd collectir,g services. The uncollKtible: reserve emo<..nt for purchased 
 11 
II receivables is netted agaiost remittanCes ~ tor the purchases. The debits also reflect II 
! I adjustments in the reserve for cllrrier acce$$. II 
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Southern Bell Te . €2 Tel. Co.  
FPSC Docket No. 920260-12 
Citizens' 8tb Interrogatories 
June 16, 1992 
IternNo. 138 
Page 1 of 1 

REQUEST: 
138. Please provide a detailed explanation for the higher thzn 
normal furniture and artworks (account no. 6122) in May 1991. 

e 

. 

RESPONSE: 
The increase in furniture and artworks expense in May 1991 was due to 
the proration of expense furniture used in the Interexchange Czrrier Point 
of Contact Office, which is a multistate operation. These expenses were 
prorated in May to the benefitting states using IntraCompany Investment 
Compensation percentages already in use. Also, in May, billing was 
increased due to a large number of furniture items that were repaired and 
refurbished at the area CDC building. 

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320 

150 W. Flagler Street 
Suite 1901 
Miami, Florid2 33130 



?acJe, 33 
Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL. 
Citizens’ 8th Interrogatories 
June 16. 1992 
ItemNo. 139 
Page 1 of 1 

- 
REQWT: 

139. Please provide a detailed explanation for the higher than 
normal office equipment (account no. 6123) for May and August 1991. 

- 

- 
RESPONSE: 

The increase in office equipment account 6123, in May 1991, was 
due to the purchase of cargotainers used in the consolidation of 
offices in the Marketing organization. Also, in May, a high 
volume of voucher payments were processed to various corporations for 
equipment rental and maintenance. 

- 
I 2 

Voucher payments were processed for Company Communications Equipment 
expense, in May and August 1991, for the quarterly rental or leasing 
of pagers, which also contributed to the higher than normal expense 
in office equipment for these months. 

INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320 
c 

150 W. Flagler Street 
Suite 1901 
Miami, Florida 33130 

. 



Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920263-lL 
Citizens' 8th Interrogatories 
June 16, 1992 
IternNo. 144 
Page 1 of 1 

- REQUEST: 
144. Please provide a detailed explanation for the decline in 
radio systems expense (account no. 6231) in November and December 
1991. - . 

c 

RESPONSE: 
The decline in radio systems expense, account 6231, in November 
and December 1991, was due to the decrease in equipment rental and the 
decrease in the purchase of replacement parts for both terrestrial 
microvave and non-cellular expenses. In addition, plant labor was less 
than usual due to the reduction of one work group and the conversion to 
cellular and mobile phones. 

- 

1 -' 

- 

- INFORMATION PROVIDED BY: T. F. Lohman (305) 530-5320 

150 W. Fiagler Street 
Suite 1901 
Miami, Florida 33130 
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Southern Bell Tel. & Tel. Co. 
FFSC Docket No. 920260-TL 
Citizens' 8th Interrogatories 
June 16, 1992 
ItemNo. 150 
Page 1 of 1 

REQUEST: 
150. Please provide a detailed explanation for the higher than 
normal underground cable expense (account no. 6422) for S e p m b e r  - 
November 1991. . 

RESPONSE: 
The higher than normal underground cable expense, account 6422, for 
October 1991, was due to contracted labor charges for field verification 
in Cocoa Main for (63) manholes and aerial locations. 

Also, in October, payments were made for security service coverage from 
July through September, for manhole observers. according to Dade County 
ordinance. 

In addition, payments were made for services rendered for the Wesconnett, 
Mandarin, San Jose, Lake City Framme, Sanford Framme. New Smyrna Beac-. 
Ridgewood and Fentress Wire Centers for pre-posting, time 2nd materials. 

Supplier Bill Vouchers for engineering services in support of the 
Metromover expansion project, was processed in October 1991, for the 
Central Dade Engineering Office. 

In the months of September through November. plant labor charges were 
higher than normal due to cable failure in North Dade Village and cable 
failure when ducts were cut at Kendall and 107 Avenue. 

I N F O W T I O N  PROVIDED BY: T. F. Lohrnan (305) 530-5320 

150 W. Flagler Sueet 
Suite 1901 
Miami, Florida 33130 

RM&-72/ 
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Southern Be5 Tel. & Tel. Co. 
FPSC Docket No. 92U260-TZ 
Citizens' 8th Interrogatories 
June 16. 1992 
ItemNo. 153 
Page 1 of 1 

REQUEST: 
153. Please provide a detailed explanation for the higher than 
normal provisioning expense (account no. 6512) for September and 
December 1991. 

RESPONSE: 
The reason for the increase in September u'as due to a journalized 
"write down" of the Computer Spare Parts inventory. The December 
increase was caused by adjustments to Corporate Communications Field 
Stock and Customer Premise Equipment (CPE) Pantry Stock inventories. 

. 

INFORMAnON PROVIDED BY: T. F.  Lohman (505) 530-5320 

150 W. Flagler Street 
Suite 1901 
Miami, Florida 33130 
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.. 
southern B d 1  El. & Tel .  Co. 
FPSC W k e t  No. 920260- 
C i t i z e n s '  8th In te r rcgz tor ies  
June 16, 1992 
Item No. 131  
Page 1 of 1 

REQUEST: 

Please  pmvide the level of current acclmrulated pension plan 
o v w  ' on a total c a p m y  and t o t a l  intrastate &is. 

RESIONSE: 

A t  I)ecenber 31, 1991, the Esllsouth Vfagement pension Plan ("BSMPP") 
had plan assets, a t  fair value, i n  excess of the project& +-refit 
obligation of $808,637,000; while the BellSouth pension Plan ("sS?Ptt) 
had plan assets, a t  f a i r  value, in excess of the projected benefit 
obligation of $967,526,000. 

It should be noted that these excess assets are pr-ily the result of 
unrecmnized rnarket gains. 
gains of $695,917,000 and $1,036,036,000, respectively. In  accordance 
w i t h  acco7mting guidelines,  these gains, or  in sane csses, losses, are 
w r t i z &  when the acclmniLate3 pool wee.% 10% of the greater of t h e  
project& benefit obligation or the f a i r  mxcket value of assets of 
the keginnins of the year. 
pr0sc.r- this m e t h d  of reccgnition as a means of protecting 
cmpnies (and the ratepyer) fmm v o l a t i l e  charges in pension e-xpnse 
fm y w  t o  year due t o  temporary charges in the financial m r k e t .  

W e  believe that an allozii t ion t o  intras'ate of the excess assets would 
be inappropriate. AS w e  pint& out W e ,  these gains w i l l  not win 
t o  be recop ize3  by the campany until the d a t i v e  t o t a l  excee3.s the 
10% d e ,  or the assets are sold. 

?he BSMPP and the ESPP had unrecqn ized 

Tne Financial Accounting St+ndards  B3a-d 

- 
R\FORQTIO!i PROVIDED BY: H. A.  Faiswt 

operations Yanager - 675 W. peachtree S t r ee t  
A t l a n t a ,  Georgia 30375 

. 
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. .; southern Bell Telqinne c Telspaph (53. 

citizen’s 8th Lnterrogatories 

Pagelof1 

Fpsc n>cket No. 92026o-TL 

June 16, 1992 
Itern M. 171 

- am: P l w e  provide the basis used by the m s s i o n  f o r  establishhq 
pension expmse in the r-ys l a s t  Litigated prvcedkq (i.e., 
sr7Rs 110. 87, cash wntriarri  0% .al study, etc . ) .  

RpspoNsE: The basis used by the Csxuuss ’ ion for  establishirq m i o n  expsnse in . 
m e t  880069% vas statement of 

effective ~armary 1, 1988, in acmrdance w i t h  ~ f i j o ~  PL-t 32. 

‘al7%cmun~standard 
(SFTLS) W .  8 7 ,  aaOpted by suuthem Bell for  ?--a- ’ puzpo- - 



Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL 
Citizens' 8th Interrogatories 
June 16, 1992 
Item No. 173 
Page 1 of 1 

REQUEST: 

Please provide the most recent level of pension plen expense 
collected from ratepayers in excess of pension plan cash funding 
and explain how such amounts are treated for ratemaking 
purposes, and why. 

RESPONSE : 

The following amounts represent pension expense in excess of 
pension plan cash funding for 1991. These axounts include an 
estimate of amounts allocated from affiliates, which are 
included in overhead billings rather than being recorded as 
pension expense. The amounts expensed are further estimated by 
using the overall expense/capital percent for expenses cleared 
from account 8701 for 1991, and by using the total operating 
expense less depreciation ratios for regulated and intrastate. 

Total Southern Bell $ 72,902,817 

Florida Intrastate $ 23,190,255 

These are prudent and necessary employee benefit coszs of doing 
business in order to compete for and retain qualified employees. 
Costs incurred directly related to Southern Bell employees are 
recorded through the Benefit Clearing Account 8701.XXXX and 
cleared to expense and plant accounts based on salaries and 
wages of employees in those accounts. Costs allocated or 
charged to Southern Bell from affiliates are expense?. in the 
current period. The amounts expensed and the current portion of 
any capitalized amounts (through depreciation expense) are 
included in cost of service, which matches the costs to the 
period in which service is provided. 

INFORMATION PROVIDED BY: H. A. Paisant 
Operations Manager 
675 W. Peachtree Street 
Atlanta, Georgia 30375 
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Southern Bell Tel. & Tel. Co. 
FPSC Docket No. 920260-TL 
Citizens' 8th Interrogatories 
June 16, 1992 
Item No. 189 
Page 1 of 9 

REQUEST: 

Please provide a schedule breaking down total 
advertising expense contained in cost of service for the 
following categories and provide copies of such 
advertisements for each category. 

a. Institutional 
b. Promotional 
c. Informational 
d. Legal 
e. Financial 
f. Job Vacancies 
g- Other (Explain) 

j l  

I1ESPONSE: 
Please see attached copy of MFR Schedule C-10 (page 2 ) .  
Specifically in response to this request: 

a. Institutional (corporate): Excluded from cost of 
service 

b. Promotional (product) : $ 11,833,912 
c. Informational/Community Affairs: $61,700 
d. Legal: None 
e. Financial: Not separately categorized 
f. Job Vacancies: Not separately categorized 

Copies of advertising script for advertisements funded 
by BellSouth Corporation, and allocated in part to 
Southern Bell, have been previously provided in this 
docket in response to Citizens' Production of Documents 
Request No. 49 as well as Citizens' Production of 
Documents Request NO. 111. The BellSouth advertisements 
are part promotional and part institutional. Attached 
as pages 3 through 9 are examples of the pronotional 
advertisements run by Southern Bell. 

INFORFATION PROVIDED BY: H. A. Paisant 
Operations Manager 
675 W. Peachtree Sfreet 
Atlanta, Georgia 30375 

. 
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- rLORlD6 PDBLIC SERYlCi CO~IISSIOI 
Corpanr 
Doctet 10. 520260-11 
iest Year lP9l 

Soothern Eel1 ielephone 6 Telegraph Co. 

- 

Advertising Lxpenses 
By Subacconnt 

Cit izens '  8th In-. 
June 16, 1992 
Item No. 189 
page 2 of 9 

Schedule C-IO 
Page 1 of I 
Witness Responsible 

Check Whether Data Is: 
Eistoric [I] o r  Projected [ I 

--byerage [ 1 o r  rear Ind [I] 

Iccountl (Product1 (Corporrtel Cocronitg Intrastate 
. Subaccount Prono t io r , a l  lnstitutional lnforrational bf ia i r s  Total 

i l l  (11  131  i 4 \  i 5 l  1 6 1  
.......................................................................................................... ._._..._________ - 

1 . 
11.5O!,E5 

3 2 4 . 0 1 7  553.131 

lifilirted Eilling fro@ ESS/BellCOEE; 46.000 
included i n  operhead ctzrees ior Tarioc: aerricrs 

16,000 

1 This acoun: includes both Cocruritr Affairs a n d  Infarrational - bdrertising; brerldocn not araikble. 

- State the c c t p a c y . ~  proposed ratesaiing treatnent for accounts shorn on this schedule: 

i b e  Institutional ICorporateI Advertising total in Colusn 3 has been excluded 
f r o c  rateaaking ria p r o f o r ~ a  adiustcents. 
rateraking erpenses. 

611 other anounts are included in 
c 

. p o r t i n g  Schedules: Recap Schedules: 
-. - 



Item No. 189 
Page 3 o f  9 

BellSouth Serv ices  
BSS BSL BO 4509 
Business S a l e s  

:60 Radio 
9/20/91 BS04509/bss 
A G / j u  

I n t e r  i o r  
Decor a t  o r s 'I 

As Produced 

ANN C R ( V/O ) : 

F R E N C H  WOMAN: 
AMERICAN MAN : 
ENGLISH WOMAN: 
AMERICAN MAN: 
ANNCR: 

FRENCH WOMAN: 
ENGLISH WOMAN: 
AMERICAN MAN: 
ANNCR : 

FRENCH WOMAN: 

A M E R I C A N  MAN: 
ENGLISH \!OMAN: 

A N N C R :  

1 . 
Imagine t h r e e  g rea t  i n t e r i o r  d e s i g n e r s  t r y i n g  t o  zgree  on 
a room's decor .  
First I would have Louis X I V  f u r n i t u r e  ... 
No! Early American! 
No! No! Baroque! 
Broke! You mezn we'll have t o  f i x  i t .  
Col labora t ion  never comes easy. Espec ia l ly  when i t  comes 
t o  bus iness  communications. Great  ind iv idua l  p a r t s  don ' t  
n e c e s s a r i l y  make a g r e a t  network. 
And on t h e  mantle a b u s t  of Napoleon! 
No! No! Shakespeare! 
C'mon! a bowling trophy t h e r e .  
A t  Southern Bell (South Central  B e l l )  we have t h e  s e r v i c e s  
t o  t i e  every th ing  toge ther .  For example, our  
MemoryCall (R) Deluxe Voice Messaging Serv ice  answers your  
phone when you c a n ' t .  
i n s t a l l  any new equipment. So you achieve g r e a t e r  
c o n t r o l ,  performance, and p r o d u c t i v i t y  with your bus iness  
communications. 
And i n  f r o n t  o f  t h e  f i r e p l a c e  ... 
A bear  sk in  r u g !  
\!hat a g r i z z l y  idea! 
Southern Bell  (South Central  B e l l ) .  Tajk - t o  us f i r s t .  
Call 1-800-522-BELL. k'e have t h e  v i s i o n  t o  p u t  i t  a l l  
t oge the r .  

And you don ' t  have t o  buy or 

Y Y 
P ; r 

ZmA- 7 9  
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citizens. 8th In-. 
JUne 16, 1992 
Item No. 189 
Page 4 of 9 

Be‘llSouth Serv ices  
BSS BSL BO 4509 
Business Sa le s  

:60 Radio 
9/20/91 BSOSSO9/bss 
A G / j u  
“Hair  S t y l i s t  

As Produced 
(P9.32) 

- 
ANNCR: 

PATSY: 
B E V E R L Y :  

- 

- PATSY: 
FLO: 

- ! ANNCR: 

- 
B E V E R L Y :  
PATSY:, 

- FLO: 

B E V E R L Y :  - ANNCR: 

F L O :  - 
B E V E R L Y :  

- , A N N C R :  

+ 

Imagine t h r e e  g r e a t  h a i r  s t y l i s t s  t r y i n g  t o  agree on  one 
g r e a t  c o i f f u r e .  
I say  we g ive  i t  t h i s  c u t e  l i t t l e  beehive look ... 
No! No! I t  should be a pompadour! 
In a p ig ‘ s  eye! 
Uhhh ... d o n ‘ t  you mean p i g  t a i l ?  
Col labora t ion  never comes easy. Espec ia l ly  when i t  mes t 
bus iness  communications. Great individual  p a r t s  d o n ‘ t  
n e c e s s a r i l y  make a g r e a t  network. 
I4on ami! Anything b u t  p ig  t a l e s !  
Okay . . . p  o n y t a i l !  
No! Ouckta i l s !  
Oh  my! I t h i n k  I could use a c o c k t a i l !  
A t  Southern Bell (South Central  Be l l )  we’ve helped 
bus inesses  meet t h e i r  needs by designing t h e  b e s t ,  a n d  most 
r e l i a b l e  f i b e r  o p t i c s  networks with s u p e r i o r  t ransmiss ion  
q u a l i t y .  I t  comes complete with b u i l t - i n  s e c u r i t y ,  rou te  
d i v e r s i t y ,  and i s  monitored 2 4  hours a day by o u r  
communications e x p e r t s .  
I say we shave i t  . . . p  u t  a s a f e t y  p i n  i n  i t  ... and c & l l  i t  

P u n k !  
Oh p lease!  T h a t  s imply won’t cu t  i t !  

Southern Bell ( S o u t h  Cent ra l  B e l l ) .  Talk t o  us f i r s t .  C z l l  
1-800-522-BELL. We have t h e  v i s i o n  t o  p u t  i t  a l l  t oge the r .  

Y 1 ‘. 
i: ji n 
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BellSouth Se rv ices  
BSS BSL BO 4509 
Business  S a l e s  

:60 Radio 
9/20/91 BS04509/bss 
AG/1 f 
" Poets " 
As Produced 

~~ 

w . 
ANNCR (V/O): 
EDNA ST. VINCENT 
MILLAY: 
ALFRED LORD 
TENNYSON: 
ELIZABETH BARRETT 
BROWNING : B u t  you've ru ined  Edna's candle  metaphor, Mr. Tennyson! 
TENNYSON: Candle? I thought she s a i d  cannon. 
ANNCR (V/O): Co l l abora t ion  never  comes easy. 

Imagine t h r e e  g r e a t  poets  t r y i n g  t o  c r e a t e  one g r e a t  poem. 

My candle  burns a t  b o t h  ends ... 

... r i g h t !  As i n t o  t h e  Val ley o f  Death road t h e  s i x  hundred! 

Espec ia l ly  when i t  comes t o  

bus iness  communications. Great  i nd iv idua l  par t s  don ' t  
n e c e s s a r i l y  make a g r e a t  network. 
My dea r  Mrs. Browning, what's wrong wi th  cannons booming a t  
both ends? 
Let me count t h e  ways! 

t o  he lp  t i e  every th ing  toge the r .  For example, our  new 
WatsSaver(SM) s e r v i c e ,  works w i t h  t h e  equipment you a l r eady  
have in  p lace  t o  g i v e  every phone in  your  o f f i c e  
s imultaneous WATS access  24 hours a day, 7 days a week. Now 
a t  p r i c e s  more a f f o r d a b l e  than eve r .  

TENNY SON : Yes . . .  we' l l  have candles  vo l l ey ing  and thunder ing!  
E D N A :  Ohhh, you and your b e a s t l y  charge! 
ANNCR(V/O): Southern Bell ( S o u t h  Central  B e l l ) .  T a l l  t o  us f i r s t .  Call  

TENNYSON: 

ELIZABETH: 
A N N C R :  A t  Southern Bell  (South Central  B e l l )  we have the s e r v i c e s  

1-800-522-BELL. 
We have t h e  v i s i o n  t o  p u t  i t  a l l  t o g e t h e r .  
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In &ry it sounds- But ifthey don't s h a m  &same G i n .  the result could be a Mu+r forfaJurc. 

In much the -eua~ i t~~mor r thangrca tcomponenn tomdieagrca rg -mmentcommunicadonsnc~k  

That's where Southern Bell comes in. We have the depth dresoums  and the broad 

cqaierce ingwcmmenrcommun.&iocadons to 

hdpyoukxkay~urinformadon~ternsas 

awhdc.OurnerwoA&ierswEvaluate 

your specific applica6ons and help you 

determine &e mmt cffecdve c o r n b ~ o n  of 

communjcadons s-ces. 

Saving tax dollars. state and l o 4  

gwenrmmk a m  the South M optimiiLbp 

. 

&e+ nenwrks uXie .mpmV;ng pu'dii scniccs, &mu& Southern Bell's spatee;c use of 

emergkg technologies. Enhancm' connecdvityand cornparib&y help each resource do mor& This &aus economics of 

scale. easier sh+ of infomarion. a d  more e&Qve interagency cooperadon. 

TVe can he ippu  coordinate emergen9 response capabiides with group fax and handle 4. ! a d s  of hancial and 

stadsdd data =irh hbg-cicy&d bandwidths on demand. With relwideo and im%% 

capabiiiries. police can receive fingerprint and phoro,Th;c reports on the scene. G u m  can use the same t echndoa  

for televideo armig-enb. and &Is w broaden their cunicdaxi th  disrance learn+. 

Formorepaideason u n ~ y o u r c o m m u n ; c a d o n s n e r w o k c d l S o u t h e r n  Bell fmta 1800522-BELL. 

We can helpyJu design a communkionr  $an that's a st rong  fouDdarion for better government. 

WE HAVE THE VISION T O  PUT IT ALLTOGETHER. 

.. i Southern Bell" 
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Intheoi3.irsoundsgrear. Burifthe~don'rsharerhesame~~ision.rheresulrcould kea  blueprinr forrailure. 

In  much the same \\.a?, ir rakes more rhan great components ro makeagreatgo\*ernment communications nework .  

We  have rhe deprh of resourcesand rhe indusrv-specilic experience ro helpyou look ar~ourcornmunicarions a s a  whole. We 

can evaluate voice. dam.. irna$ngand specialized applications 10 Iind the most effecrive combinarion ibryourspecilic needs. 

A good erample is ho\v our nerurork design cenrer is helping stare and local governments save tax dollars while 

impro\.ing public services. Through srraregic use oremerging technologies. Southern Bell i s  optimizing go\'ernment 

nenvorks so each resource can do more. B?allo\,,ingdepinments of public safer\: rrmsponation and education as w e l l  as 

1a~~~cnforcemenrandother~enc;esrosha~ethe 

possible (brgovernmenr ollkes I O  rake adwnr;<e 

The network can be easily updated so public 

w i t h o u ~  large espendiiures to I-epl;lce obwlc lc  

Same network. These enhancements make i t  

deconotnies oiscalc and avoid duplication. 

scrviccs can bcnclii 1'wm the latest advances 

equiprnenl. 

cornrnunic:~i i0i~c nciivwk CLII Siwthcc-n licll a1 

1h;aii A stron2 IouruI;t~i<m I iwlw~icr  ; < > I . v ~ ~ > I \ I w ~ ~ I  

For mort :real ideas on uni(ving?.oiil- 

1 800 522-BLLL.  \!'el l > e l ~ > n > ~ i  dcsizn i( /plian 

WE HAVE THE V I S I O N  T O  PUT I T  AI.I r n ~ r - ' .  
_-  

ZM-84 Southern Bell 
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southern Bell Tel. & Tel. Co. 

Citizens' 8th Interrogatories 
June 16, 1992 
Item No. 199 
Page 1 of 13 

FPSC Docket NO. 920260-TL 

REQUEST: 

Please provide the level of payments made to industry 
organizations other than menbership dues included in cost of 
service along with a description of each payee organization or 
project. 

RESPONSE: 

Payments miide to industry organizations other than nenbership 
dues could include subscriptions, which are categorized 2 s  
f 0 1  1 ows : 

(1) Subscriutions - General Comuanv Benefit (EXTC 4 3 8 ) :  

. 

Includes costs for voluntary payments made by the 
Company to or on behalf of trade, technical, 
professional and other non-company organizations that 
have as their purpose the betterment of the commercial 
and business interests of the community fron which the 
company may reasonably expect to benefit. 
Representative organizations are: 

Civic planning funds 
Minority groups 
Research bureaus 
Taxpayers groups 
Urban coalitions (local) 
Vocations guidance institutes 

(2) SubscriDtions - SDecific Oroanization Benefit fEXTC 4 4 1 ) :  

Includes costs for voluntary payments made by the 
Company to trade, technical, professional or other non- 
company organizations that provide benefits to the work 
of a specific company organization. These costs are 
charged to the appropriate operating account for that 
organization. Representative non-company organizations 
are: 

Council for Financial Aid to Education (Public Rela- 

Engineers Joint Council (Engineering expense) 
Occupational Sealth Institute (Medical expense) 
Wharton School - Center for Financial Research 

tions expense) 

(Treasury expense) 



--- 

e 

Southern Bell Tel. & Tel. Co. 
FPSC Docket NO. 920260-TL 
Citizens' 6th Interrogatories 
June 16, 1992 
Item No. 199 
Page 2 of 13 

(3) Subscriptions - Stimulation of Business (EXTC 4 4 2 ) :  

Includes costs for voluntary payments made by the 
Company to trade, technical, professional or other non- 
company organizations that provide some stimulation or 
increase in business as a resulc of this activity. 
These payments are considered part of the company's 
advertising program. Representative organizations > are: . 

Carnivals 
Civic celebraxions 
Conventions 
Fairs 
Merchent associations 

Attached is a printout showing the 1991 expenses for each of the 
above three categories, by payee. These amounts are summarized 
below: 

EXTC 438 EXTC 441 EXTC 442 TOTAL 

SB - Eeadparters 117,990 31,645 $149,635 

Allocated to Florida 51,337 13,769 65,106 
Incurred by Florida 621.960 5,803 5.000 632,853 

Florida Total 697,959 

Florida Intrastate 475,489 

INFORMATION PROVIDED BY: H. A. Paisant 
Operations Manager 
675 w. Peachtree Street 
Atlanta, Georgia 30375 
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REQUEST: 

- RESPONSE : 

Southern Bell Tel. & Tel. Co. 
FPSC Docker No. 920260-TL 
Staff’s 1st Set of Interrogatories 
t!ay 2 7 ,  1992 
Itein 140. 8 
Page 1 of 1 

Did Southern Bell of Florida incur any severance pay associated 
with early retirement of employees or termination of employees 
due to office consolidations or implementation of any cost 
savings programs in 1991? 
intrastate amount. 
treatment of this expense, if any exists. 

I f  so, identify the total company and 
Provide the company’s requested rate-making 

* 

Yes. Southern Bell operations in Florida incurred expenses in 
connection with its Voluntary Enhanced Early Retirement (VEER) 
Programs in 1991. The folloving costs were incurred: 

VEER 

VEER 

Florida Combined Florida Intras? ‘te ._ 

99 1 $12,627 ~ 603 $ 9,627,524 

991 Relocation 5,259,739 

VEER 1990 (True-Up) 47,100 

TOTAL $11,924,442 

4,010,125 

35,910 

$13,673,559 

The above costs are necesszry and prudent costs of our 
business. A S  they are necessary aad prudent costs, Southern 
Bell has included these CGSZS in its operating expenses for 
calendar year 1991. 

INFORMATION PROVIDED BY: H. A .  Paisan1 
0 per a t i on s I: ;::? ge 1’ 
675 3esr PeZchKrse Street 
Atlanta, Georgia 30375 

. 
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southern Bell Telephone 6. Telq Iqh  CO. 
FpSC m e t  No. 920260JIz 
Citizents 8th In-toneS 
June 16, 1992 
Item No. 208 
page 1 of 3 

REQUEST: Please prwvi.de the fo1lmi.q monthly data for each separate type of 
self-funded reserve f o r  claims and damages fron J a n q  1988 to 
p r e s e n t  and provide updates as additional data kecare available. 

a. Acczuals 
b. A c t u a l  Cl- 
c. BdLance 

REsmm: a. The company does not record accruals for self-fmdd reserves for 
claims and damages. 

The following amunts are for Florida claims paid during 1988 
through May, 1992. 
1988 and 1989. 
available. 

* 
b. . 

The r n u n t s  are listed by type of claim for 
subsequent to 1989, only total cl&s am>unts are 

M o t o r  
vehicle 
Related 

Motor personal personal property 
1988 Vehicle 
J a n w  $ 5.780 . .  
FebruKy 9,935 
Yxch 22,043 
A p r i l  8,579 
YdY 10,154 
June 12,481 

K W t  13,284 
septgnber 12,604 
October 17,471 

Decembec 3,398 

July 3,495 

November 9,133 

Motor  
- 1989 Vehicle 
Jaw $ 4,673 
FebrUary 9,277 

Apri  1 11,638 
MaY 7,324 
June 6,600 

Ausust 14,566 
September 9,278 
O C b k  15,034 
November 16,355 

1,740 

March 3,957 

J d Y  9,108 

lniurv 
$22,375 -- 

50 
15,931 
3,500 
1,701 - 
- 

Motor 
vehicle 
Related 
personal PeMndl 
Iniw Iniurv 
$ -- $ -- -- -- 

w e  
$ 8,318 

10,100 
23,088 
13,437 
8,536 
10,397 
7,693 
10,841 
5,990 

7,221 
9,181 

8,010 

propeicy 
m e  
$12,405 
5,519 
17,893 
10,871 
9,134 
7,224 
7,315 

- 12,370 
l2,715 
8,485 
3,590 
8,961 

Vendor 
5 -- - 

-- 



southern Bell  Telephone & Telqraph Co. 
Fpsc m e t  No. 920260-TL 
Citizen#s 8th In-tOris 
June 16, 1992 
Item No. 208 
Page 2 of 3 

- 1990 Totdl only 
JanUary $188,717 
FebruKy 9,653 
March 25,493 
A p r i l  36,131 
U Y  38,460 
June 104,830 
JUlY 58,760 
A u s u s t  23,088 
Septenkr 5,676 
October 14,096 
Novenber 41,209 
Decgnber 303,140 

. 
-1 Total only 
JanuaZy $ 37,380 
February 47,887 
MKch 109,766 
April 31,370 
U Y  53,971 
June 56,443 
July 67,416 
n w t  44,800 
September 43,402 
October 92,098 
Nwenber * 
December*  

Total $698,657 

*n~diviCfual  numbers & dollars for member & December not available, 
but Tbtal" includes a l l  12 mnths. - I  

1992 Totdl only 
January $. 98,689 
February 42,375 
March 19,597 
A p r i l  46,892 
U Y  34,869* 
June 
J d Y  
nusust 
Septanber 
October 
Novanber 
Decgnber 

*E& figures available past 5/25  ate of cometsion to new system 
w h i c h  is not yet ful ly  q S t i o & )  



. 
- ,  

Southe.rn Bell Telephone h Telegraph Co. 
ITS2 m e t  No. 920260-TL 
Citizen*s 8th Interrogatori~ 
June 16, 1992 
Itern No. 208 
Page 3 of 3 

The following amounts represent claims settlements handled by 
the Le@ Eqarbnmt for 1988 through May, 1992. 

1988 __ 
January 
February 

A p r i l  
-Y 

J U Y  
Ausust 
sep- 
October 
N o v d  
December 
rn 

1989 

March 

June 

- 
January 

March 
April 
W Y  

JflY 
August 
sept- 
October 
November 
December 
rn 

- 1992 

J M e  

January 
February 
March 
April 
W Y  

$ 62,000 
87,900 
57,300 

1,300 
65,400 
63,700 
2,000 
5,000 
95,200 
192,600 
61,000 

$ 708,400 

15,000 

$ 100 
8,600 

617,800 
121,500 
113,700 
216,500 
120,500 
35,500 
95,500 
15,700 
328,500 
42,500 

$1,716,400 

$ 79,000 
177,100 
89,700 
6,600 
98,200 

$ U,400 
(18,600) 
155,000 
47,500 
81,800 

- 149,500 
421,600 
41,500 
506,300 

16,000 
451,000 

20,000 

$1,885,000 

$ 198,000 

23,300 
198,500 
30,900 

91,600 
528,900 

1,029,600 
352,500 
316,000 

$3,062,600 

22,200 

1u,100 

159,000 

C. Because there are no accruals, there is no reserve balance. 

IXIDFMATTON mBvIDED BY: H. A. Paisant 
operations Manager 
675 W e s t  -tree S t r e e t  
A t l a n t a ,  Georgia 30375 

. 



Southern B e l l  T e l .  & T e l .  Co. 
FPSC Docket No. 920260-TL 
C i t i z e n s '  8 t h  I n t e r r o g a t o r i e s  
J u n e  1 6 ,  1992 
I t e m  No. 188 
Page 1 of  1 

REQUEST : 

P l e a s e  p r o v i d e  t he  annual  l e v e l  of o u t s i d e  services expense from 
1988 t h rough  1991 and t h e  amount inc luded  i n  c o s t  o f  s e r v i c e .  

5 

RESPONSE: 

Although it is u n c l e a r  from t h e  broad term " o u t s i d e  services 
expense" p r e c i s e l y  whar is meant by t h e  q u e s t i o n ,  Sou the rn  B e l l  
is p r o v i d i n g  expense f o r  contracted s e r v i c e s  i n c l u d i n g  fee  
payments f o r  s u r v e y s  and a p p r a i s a l s ;  c o n t r a c t e d  l a b o r  f o r  r e p a i r  
and upkeep of f u r n i t u r e ,  o f f i c e  equipment,  and ED? e w i p m e n t ;  and 
c o n t r a c t e d  p l a n t  l a b o r  and e n g i n e e r i n g  work. The  axoun t s  
i nc luded  i n  o p e r a t i n g  expense f o r  1988 t h rough  1991 a r e  shown 
below ( i n  thousands ) :  

. 

T o t a l  I n t r e s t a t e  ExDense 

1985 
1989 
1990 
1991 

- 
I N F O R M A T I O N  PROVIDED BY: 

- 

$100,116 
93,405 
91,709 

109,323 

$67,503 
60,455 
59,833 
72,121 

H .  A .  P a i s a n t  
Opera t ions  Manager 
675 W. P e a c h t r e e  Street  
A t l a n t a ,  Georg ia  30375 




