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ADORNO & Z E D E R  
A CIOCUSIOWAL U S O C I A T W W  

ATTORNCIS AT LAW 

LSOI SOUTH mAvSwOnI DnlVc 

MIAMI. FLORIDA 33IU 

IcLCCut K405) 050-4777 

SUITL 1SOO 

- 
I u . C c I ( 0 M I  005)  058.S555 

southern B e l l  Telephone C Telegraph 
lobert Beatty 
150 w. Flagler street 
suite 1910 
fliami, Florida 33130 

May 6 ,  1991 
Invoice 20172 
Page 1 

ar Matter 08037.005 
State of Florida 

For Services Through April 30, 

0 - 
1991 

c 

FOiROlW 000906 
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ADORNO & ZEDER 
A LIOCLSSIOMAL A S M I I D Y  

AlTORNCTS AT LAW 

1601 SOUTU SATSHORE DRIVE 

SUITL le00 

MIAMI. FLORIDA J a m  

TCLIrAu 0 0 s )  s s e . r m  

- 
TCLCCUOWC DOS) 6S6-85SS 

southern Bell Telephone & Telegraph 
Robert Beatty 
150 W. Flagler Street 
Suite 1910 
Miami, Florida 33130 

May 6. 1991 
Invoice 20172 
Page 32 

! 

c 

Total Pees for Professional Services ........ S 226,930.50 

Costs Incurred 
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ADORNO & ZEDER 
A -SSIOWAL ASSOCUnDN 

ATTOINLIS AT U W  

taOl . o U T W  m A V S W I L  D I W L  

SUITL la00 

MIAMI. FLORIDA all33 

,lRccu (305) a5a.4m 

- . -Ic*OIIc (305) S58-5SS5 

Southern Bell Telephone (I Telegraph 
R o b e r t  Beatty 
150 W. Plagler Street 
suite 1910 
M i a m i ,  Florida 33130 

i 

. 
. 

May 6, 1991 
Invoice 20172 
Page 34 

Total Costs Incurred ....................... $ 9,677.71 

- 

FO1BOlW 000908 
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ADORNO & ZEDER 
I CIOCUSOWAL u)ocI*m 

A W W N C T S  AT U W  

-0, S W T W  DAYSHORC 0-C 

SUWC moo 
MIAMI. FLORIDA saiss - 

TLUPWWV. 005) 858.5555 
TILCIU 005) 85e-4777 

Southern Bell Telephone h Telegraph 
Robert Beatty 

Suite 1910 
M i a m i ,  Florida 33130 

, 150 W. Flagler Street 

. - . 

May 6, 1991 
Invoice 20172 
Page 35 

i 
i Matter Summary I 

Balance Due for Matter a5 of April 11, 1991 $ 23,744.99 - 
Payments and Other Credits .................... ( 0.00) 

BALINCE BROUGHT FORWARD ..................... $ 23,744.99 . 
Fees for Professional Services ................ 
Costs Incurred 

226,930.50 ............................... 9,677.71 

NET CURRENT BILLING ......................... 236,608.21 

TOTAL DUE FOR THIS MATTER ................... $ 260,353.20 = 

- 
FQlBQlW 000909 
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ADORNO & ZEDER 
i A CIOTCSSIONIL A S S 0 C I . W  

LT1OWNLTS AT LAW 

- - 
*eo#  sour^ rnavswovm O ~ Y I  - SUltC 1000 

MIAMI. fLOIIDA 3313) 

TCLCC*ONC OOSl050.5555 
TCLCIAX 005) 050.4777 

- - 
- 
- Southern Bell Telephone C Telegraph ninw s: '399Y" 
Robert Beatty Invoice 20722 
150 W. Flagler Street Page 25 - suite 1910 

- X i a d ,  Florida 33130 

Matter Summa- 

Balance Due for Matter as of m y  6, 1991 $ 260,353.20 
. Payments and Other Credits .................... ( 260,353.20) 

BALmcB BRWOHT FORWARD ..................... $ 0.00 

Fees for Professional Services ................ 171,595.50 
Costs Incurred ............................... 16,558.34 

NET CURRENT BILLING ........................ 188,153.84 

TOTAL DUE FOR THIS MATTER ................... !$ 188,153.84 



.- 

I: 

.... 
.

.
 

!
'

 
.

,
 P m 



- 
- 

c 
. . .  .... . . . . .  . . ~  _- . . . .  . . .  . . . . . .  .-.- .=. -.... P . . .  

- - . 

M. Robert G. Beatty 

Southern Ben Telephone 
Museum Tower Bddiug, Suite 1910 
150 West Flagler Street 
W F L  33UO 

General Attorney 

. .  Re: JUW - S- 
Dear Mr. Bcany: 

As per our agreement, I am submittiug my bin for legal services related to the State 
wide grand juy investigation, and the testimony of 

DATE TIME SERVICE 

. .. .. 

. .  

..... ......-.. : . . .  
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H. MANUEL HERNANDEZ 

ArroRNEY AND COUNSELOR AT LAW 
195 WEI(IYA SPRINGS ROAD 

m J o 9  
LONCWDOD. M R I D A  8?l lB - 

AREA CODE (407) OOZ5lS 

FAX (407) ea%7s66 

Mr. Robert G. Beam 
General Attorney 
Southern Bell Telephone 
Museum Tower Building, Suite 1910 
l50 West Flagler S e t  
U F L  33UO 

Re: - 
Dear Mr. Bcatty: 

As per our agreement, I am rubmittingmy bill for lcgalruvic# related to the State 
wide grad jury investigation, and the testimony of * . 

DATE TIME SERVICE 

. . .. .. 
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TOTALEWENSES s 35L& 
GRANDTOTAL 
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If Thank p hrenmutiug me with the representation ofywrcmploycc . 
I may be of any further assistance, please do not Mtatc to contact me. 
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H. MANUEL HERNANDEZ 

A'TroRNEY AND COUNSKIllR AT LAW 

Mr. Robert 0. Batty 

Muscum Tower Building, Suite 1910 
150 West Flagler S e t  
W F L  33UO 

General Attorney 
southern &n ~eiephone 

Dear Mr. &at& 

wide gmnd jury investigation, and the testimony of 
As per our agrcuncnt, I amsubmittingmybill for kgd services related to the State 
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Mr. Rebut a. Beatty 
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December 2,1991 
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November 10, 1992 

Mr. A1 Carreras 
Manager - Comptrollers 
2020 Museum Tower 
Miami, Florida 33130 

Re: FPSC Audit of Leaal DeKa&lnent Vouchers 

Dear Al: 

were provided with copies of various vouchers and supporting 
documents relating to outside counsel fees. As discussed, 
summary information only was provided because the detailed 
billing information is subject to the attorney/client privilege. 
If you have any questions, please do not hesitate to give me a 
call. 

Recently, the Florida Public Service Commiesion Auditors 

- 
( .  FOlROlW 000921- 
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TITLE, M W L K  SBLBcTIoI( 1991 DBUIL RECORDS FOR PCC 
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Attributes: 

I ! Cnrrcct account 
2 )  Correct amount 
3) Proper test period 
A )  Recurring expense 
5 )  Proper source documentation 
6 )  Correct allocation between regulated 

7 )  Correct allocation from the Parent 
and non-regulated 

Company, i f  applicable 
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Attrlbutes: 

1) correct account 
2 )  correct amount 
3 )  Proper teat perlod 
4 )  Recurrlng expense 
5 )  Proper source documentation 
6 )  Correct allocatlon betreen regulated 

and non-regulated 
.I) correct allocation from the 

Parent Company 
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--\ . /  Aooount 6512, Provisioning -0, inaludas.saluiu and 
0xp.oua amnoaimtad w i t h  tho atorago, handling, and dfatribufion 
of matorial and auppliam. 
aaoount inaludo - m i c a 1  O O B ~ R  olammifiod to thin 

- - filling raquiritioru from .to& - - aoii- oi mt.+Pal - atoraga of matorial - loading and unloading matarial. 

tho oost of raoaiving and atoakhg 
aonitoriag and rm lmniahing mtook lovola 

whon tho .xponna urn initially i n m a d ,  wa bo not know which 
final aeoount will bo -god W i t h  M a  matarial mat. 
Provisioning oxponna i m  applimd to tho final aooountm whon thm 
mmtorial im Oovad froin t h o  invontory account to tho final 
aaoount. 

Tha rovialonin rat08 hava 3 oompononts that oorraapond with rn 
cmponmnt i m  oclapu+.d in tba mema mannor. 2ho tatoo aro 
oalaulatod baaad on pravioua aronth aotivity - Lo., idan e ifioation qi..., maluiem, bmmfitn, ~ r d  othur). Eaah 

Aauount 6512 balMa8 for F.hntary + AuaouDt 6 5 U  ahargos 
for Fobnaary 

Mataria1 usod during F o b n u c y  

is thm proviaioning rat. appliad for mrch bruinus. 
f p  a plios tho proviaioning loading ratu to all tranaaationm ta 
fina P account. that contain -Ea - 

Tho tranoaction amaunt in multiplied by eaah Componmt rat. 
(ralariom, bonmfito, and o t h u ) .  Tho resulting amount. arm 
a Pendmd to t h o  tranaaation. 
igentitiad by EXTCm-- 

Tho proviaianlng mounti arm 
- CQi aarari.. - CQQ bonofita - CPH 0th- 

Tha rmsulting cradits to AaOOUnt 6511.1700 aery tho 8- EXTCa. 
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TITLE, SOUTHERN BELL TELEPHONE COMPANY OF FLORIDA 
TITLE, ALL TRANSACTIONS FROM 1991 DETAIL RECORDS FOR FCC 
TITLE, 
TITLE. SOURCE DATASET PSC.SOBELL.DETAIL(MEMBERS) 
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END 
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Request I 

Please provide the dea inat 

A75 
Florida Public service commission 
Document/Record Requemt 
Request Number: Rate Case t68  

on, purpose of the trip, job titles 
and expiain system of costing for the attached itmms. 

Response: 

Please see the attachment showing the requested detail for the 
remaining account 6113 sample itams, item 460 and 485 of Request 

In 1991, all expenses related to operation of aircraft were 
incurred solely by Bellsouth Services, Inc. Southern Bell did 
not own any of the aircr ft and therefore did not direotly incur 
expenses in account 61131 In order to charge aircraft comts to 
users, a per-mile rate was computed using actual costs and any 
actual miles flown. That per-mile rate warn used to compute the 
amount charged to each officer who used the planes, based on the 
aircraft miles for each trip. 
BellSouth Services, Inc. reviewed the monthly contribution report 
to be sure the rate was appropriately recovering the costs 
incurred, 

Executive flights were billed manually to southorn Bell. 
expenses for the state were directed to the appropriate state. 
Flight expenses for headquarters were apportioned to the state 
using the prorate factor on the attached page. 

The Financial Systems Documentation which explains the way this 
process worked in 1991 was provided earlier, along with the 
other items in this request. 

36. 

The Aviation department of 

Flight 

Information provided byr 

H. A. Paisant 
Operations manager 
675 W. Peachtree Street 
Atlanta, Georgia 30375 
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BellSouth Services Financial Systems DocumentatioI? 

Application CE08: AIRCRAFT EXPENSE 
Part 1: GENERAL OVERVIEW OF THE METHODS 
Section 1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

INDEX 

1. DESCRIPTION OF ACCOUNT 6113. AIRCRAFT EXPENSE 
2. DEFINITION OF TERMS 
3. BILLING RATE DEVELOPMENT 
4. BIUING REQUIGMENTS 
5. REGULiSl’€lRY JURISDICTION REQUIREMENTS 
6. PART-X 
7. JOB DESCRIPTIONS 
8. MONTHLY PROCESSING -. 

-- 
DESCRIPTION OF ACCOUNT 6113, AIRCRAFT FXPENSE 

1.01 Account 6113 is a Plant Specific Operations Expense 
account for Corporate Aircraft and serves as the final 
account for corporate aircraft expense incurred in both 
South Central Bell and Southern Bell in the form of 
billing from BellSouth Services. 

1.02 BOC employees‘ use of the corporate aircraft is classified 
to Account 6113 using one of two special purpose function 
codes (SPFCs). SPFC 55E2 is used for Shuttle Flight 
expense and SPFC 55E3 for Executive Flight expense. The 
EXTC used in both cases is 47T. 

1.03 Within BellSouth, the Corporate Aviation organization of 
BSSI is responsible for the management and operation of 
the corporate aircraft. 
operation of the aircraft are incurred by BSSI and these 
expenses are used as the basis for  the calculation and 
periodic publication of fixed fares or mileage charges by 
the BSSI Corporate Aviation organization. 

charged back to the responsibility code (RC) of the 
passenger for budgetary tracking purposes. Boarding pass 
information received with the bill from BellSouth 
Services is the supporting documentation used as input to 
accomplish the charge back. 

All expenses related to the 

1.04 Amounts received in the ROCs as billing from BSSI are 

Notice: Not for use or disclosure outside 
BellSouth except under written agreement 

8 8 0 4 2ATL002 8 1.1.1 
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BellSouth Services Financial systems Documentation. 

Application CE08: AIRCRAFT EXPENSE 
Part 
section 

~-~ ~~ 

1: GENERAL OVERVIEW OF THE METHODS 
1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

DEFINITION OF TERUS 

2.01 In processing information furnished from BSSI Corporate 
Aviation, it is necessary to become familiar with certain 
terms. 

the users of the aircraft to transport them from the 
facility where the aircraft.lapd@d to certain company 
building locations. 

A SPECIAL FLIGHT is one to transport, one of the company 
executives from one city to another. 
may be flown using the BSSI aircraft or a charter 
service. It is referred to as a "Special or Executive" 
flight since it is based on a request from one of the 
executives rather than being a regularly scheduled 
operation. 

SHUTTLE FLIGHTS are operated by BSSI Corporate Aviation 
within the Bellsouth region and fly regularly scheduled 
routes. 

2.02 GROUND TRANSPORTATION is the service that is provided to 

2.03 
The special flight 

2 . 0 4  

2.05 CHARTER FLIGHT is one that is flown on an aircraft that is 
chartered from an outside company to meet the needs of 
one of the BOC executives or shuttle demands when all 
other BOC owned aircraft are assigned to other flights at 
the time the trip must be flown. 
may be owned by one of the other BellSouth companies or a 
charter service. 

An AIRCRAFT mile is a ground surface mile between two 
locations. It is referred to 2s "as the crow flies" from 
point A to point B on the map. 

2.07 PASSENGER miles are defined as the aircraft miles flown 
times the number of passengers on the aircraft during a 
scheduled flight. 

2.06 A BOARDING PASS is a "ticket" type document completed by 
each passenger getting on board one of the shuttle 
flights. The boarding pass provides the following 
information: aircraft number: leg of the trip: for the 
passenger - social security number, responsibility code, 
job function code, company name that appears on their 
paycheck, definitive purpose of the business travel, 
contact telephone number, signature and the number of 
people in the traveling group. 

The chartered aircraft 

2 . 0 6  

Notice: Not for use or disclosure outside 
BellSouth except under writt-en agreement JUL \ 6 \99' 

1.1.2 
F~iBO%u 00i06s 
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BellSouth services Financial systems Documentation 

Application cE08: AIRCRAFT EXPENSE 
Part 1: GENEaAL OVERVIEW OF THE METHODS 
section 1: INTRODUCTION OF ACCOUNTING PRENCIPLES 

2.09 

2.10 

2.11 

2.12 

2.13 

SPECIAL EXECUTIVE FLIGHT INFORMATION form provides flight 
information for a passenger on ?ne of the executlve or 
chartered planes. Corporate Avlation completes this form 
for the passenger. 

SPACE AVAILABLE RIDER is one #at has been given an empty 
seat on an executive special flight or charter flight 
when the destination is a normally scheduled shuttle 
route and the shuttles for that day are fully booked. On 
such rare occasions, the riderdis billed at the shuttle 
rate for the route. 

FLIGHT HOURS are the amount of time..from lift-off until 
touchdown. 

BLOCK HOURS are the amount of time from engine start-up 
until engine shut-down. 

TRIP SEGMENT is defined as the part of a trip between each 
take off facility and each landing facility. 

BILLING RATE DEVELOPMENT 

3.01 Rates for company aircraft use are developed within the 
BSSI Corporate Aviation organization and are based on the 
actual expenses incurred in the operation of the fleet. 
Operational expense is reviewed on a regular basis and 
fixed fares for shuttle flights and per-mile rates for 
executive flights are set and published. 
the expense tracking and billing rate calculations within 
BSSI will be documented at a later time. 

The details of 

BILLING REQUIREMENTS 

4.01 When a rider boards one of the aircraft operated by BSSI 
Corporate Aviation, a boarding pass or a special 
executive flight information form is completed to 
identify the passengers on board. 
Aviation office sorts this information for each company 
by aircraft and forwards it to the BSSI Comptrollers 
Office for use in identifying billing situations. 

Bills are produced by the BSSI Comptrollers Office and 
forwarded to each BOC, BellSouth Corporation, and other 
affiliated companies as identified in each months list 
of passengers (See Part 2, Section 1, Exhibits A and 8). 

The BSSI Corporate 

4.02 

Notice: Not for use or disclosure outside 
BellSouth except under written agreement .!VI. J. 8.1990 

86042ATLOO2G 1.1.3 
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Bellsouth Services Financial Systems Documentatlofl 

Application CEOB: AIRCRAFT EXPENSE 
Part 1: GENERAL OVERVIEW OF THE METHODS 
Section 1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

REGULATORY JURISDICTION REQUIREMENTS 

5.01 

5.02 

5.03 

5.04 

5.05 

Corporate aircraft expense (Account 6113) is booked in 
each area within the BOCs. However, the processing of 
passenger billing detail is done only in the BOC 
headquarters processing sites (Atlanta and Birmingham). 
Regulatory jurisdictional separation requirements specify 
that expenses generated by onestate should not be borne 
by the rate payers within another. To avoid such cross 
subsidizing, expense is returned to the employing area of 
each passenger. 

Billing received from =SI for Account 6113 should 
originally be booked to Account 1439.9900 in the BOC 
headquarters using EXTC CY1 and RC 00000000. This 
holding procedure is required to prevent the total amount 
billed from being allocated to each state by the 
Corporate State Allocation Process (CSAP) prior to the 
completion of passenger detail processing. 

The Aircraft Expense System (CEOB) separates the billing 
into area specific debit records for Account 6113 and 
directs the charges to the appropriate area by assigning 
an other company billing indicator (OCBI). The records 
are then output on an FP Interface file for entry into 
the Headquarters Financial Processor system. 

The Inter-Area Billing System, using the OCBI, forwards 
area specific charges to the appropriate state. 
for headquarters employees is charged to Account 6113 and 
apportioned out to the states by the Corporate State 
Allocation Process (CSAP). Refer to FSD CBOO.5.10. 

The total amount being charged back to responsibility 
codes is also credited to Account 1439.9900 to reverse 
the original holding entry made when the bill was 
received. 

Billing 

PART-X 

6.01 The CSS/PPS system documents the procedures used to 
separate expenses between regulated and non-regulated 
activities. There is no feed from the Aircraft Expense 
System to the CSS/PPS system. Refer to FSD CXO1. 

8 8 0 4 2ATLO 0 2 8 

Notice: Not for use or disclosure outside 
BellSouth except under writtr!i agreement 



BellSouth Services Financial systems Documentation 

Application CE08: AIRCRAFT EXPENSE 
Part 
Section 

1: GENERAL OVERVIEW OF THE METHODS 
1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

JOB DESCRIPTIONS 

7.01 The Aircraft Expense System consists of two jobs. All 
jobs are processed in the Corporate DPC (i.e., Birmingham 
DPC-3 for South Central Bell and Atlanta CDC-1 for 
Southern Bell). The jobs are: 

CEOBAlO - Usage Edit Program 
CE08AZO - FP Interface 

7.02 Job CE08A10 edits the usage records and creates a 
"holdfile" of those records that passed all edits. The 
file is ultimately used as input to program CE08A2O. 
Corporate Tables System (CORTS) payroll information is 
accessed using SuperEdit and is the basis for editing. 

Job CE08A20 reads in the holdfile of good records from Job 
CEOBAlO and creates the FP interface file. THeee FP 
records are a debit to Account 6113 and carry the RC 
reported by the passenger. 
account 1439.9900 and carries an RC of zeros in both 
BOCs . 

The 

7.03 

The matching credit is to 

Note: Debit records: FC = 55E2 (Shuttle) or 
FC = 55E3 (Executive) 
EXTC = 47T 
RC = Passenger's RC 

EXTC = CY1 
RC = (J or K ) O O O O O O O  

Credit record: FC=550D (TOTAL BILL AMOUNT) 

MONTHLY PROCESSING 

8.01 Each month, BSSI Corporate Aviation will review the 
boarding passes and the executive flight information 
forms to make sure that all necessary information has 
been furnished. From this data a manual bill is produced 
and forwarded to the BOC along with the detail as 
support. 

Notice: Not for use or disclosure outside 
BellSouth except under written agreement j \ 1 1  i O 1990 

88042ATL0028 
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BellSouth Services Financial systems Documentation. 

Application CE08: AIRCRAFT EXPENSE 
Part 1: GENERAL OVERVIEW OF THE METHODS 
Section 1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

8.02 Upon receipt of the bill, the Corporate Accounting/ 
Corporate Matters Offices should create a GNPR entry to 
debit Account 1439.9900 using FC of 550D and Credit 
Account 4010.1210 using FC of 5D3W. Both sides of the 
entry should carry EXTC of CY1 and RC of (J or K)OOOOOOo 
for the total billed. 
payment of the bill. After completing this entry, the 
passenger detail should be reviewed tc verify that the 
fields needed for keying b y  the TARTAE group have been 
provided. 
either the Mechanized Employee Incator/Directory (HELD) 
or directly from Corporate Aviation ..when necessary. 

8.03 Executive social security numbers are not forwarded along 
with the bill and must be added to the details manually 
from lists received from Corporate Aviation. Updated 
lists will be forwarded along with the bill as they 
become available. 
of the billing detail has been done, a general balancing 
and review of the information will greatly reduce the 
number of errors returned by the system. In addition, a 
separate balance sheet (Section 2 ,  Exhibit C) should be 
kept to track the bill amounts being held in Account 1439 
for aircraft expense reduced by the amounts ultimately 
forwarded to the Financial Processor or any outstanding 
errors to be corrected. Carrying records over into the 
next month to allow for additional error investigation 
should be held to a minimum to simplify the balancing 
process. Should this procedure be required, the date in 
the record must be moved forward by one month. 

run to edit the usage data and create a file containing 
those records that passed all edits. Two reports are 
returned from Job CE08A10 representing the records 
accepted and those found in error. The errors are listed 
in two general types, format and SuperEdit. The format 
errors are self explanatory and the SuperEdit errors 
carry numbers that are documented in Financial Processor 
report FB36. This (FP) document lists all SuperEdit/FP 
error definitions and possible corrective actions. 
Corrected error records should be keyed by the TARTAN 
office and job CE08A10 re-run to edit these records and 
combine them with the records that passed edits in the 
previous run. 

This entry will ensure timely 

Any missing detail should he obtained from 

Considering that no mechanized editing 

8.04 After the usage data has been keyed, job CE08A10 should be 

Notice: Not for use or disclosiire outside 
BellSouth except under writtc!. .?grcement JUL 1 8 \990 

08042ATL0028 1.l.G 
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Section 

1: GENERAL-OVERVIEW OF THE METHODS 
1: INTRODUCTION OF ACCOUNTING PRINCIPLES 

8.05 When all errors have be corrected, Job CEOBA2O should be 
run to create the FP interface file. This file is used 
as input to the Headquarters Financial Processor and 
contains a debit record to Account 6113 for each of the 
records that passed editing since the the last run of 
CE08AZO. In addition, a record crediting Account 
1439.9900 for the total amount of debits is included to 
reverse the manual entry made when the bill was received. 

Notice: Not for use or disclosure outside 
Bol.lSouth except under written agreement .'I ,1.8 \990 

:S6042ATL0028 1.1.7 
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BellSouth Services Financial systems Documentation 
Application cEO8: AIR- EXPENSE 
Part 1: GENERAL OVERKIEW OF THE METHODS 
Section 1: INTRODUCTION OF ACCOUNTING PRINCIPLES 
Exhibit A: SYSTM FWWCHART 

A- ,.,.>.,.>.,.,.,.,., r- m : '-" I aw.cmxoxoi I . -7- 
. . . . 

Notice: Not for use or disclosure outside 
BellSouth except under written agreement JUL 1 8  1990 
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AUDIT DIGCLOSURE NO. 4 

SUBJECT: SFAS 106 FROFORMA ADJUBTHENT 

STATEMENT OF FACT: 
chey faiied to change a number in their calculstions based on updated 
cr*st.s fgr EST Expetwe Vnder FAS 10E net ab BBS and Business as Usual 
~iet.  c f  E.62.. The calculation fo11ms: 

When the company revised their adjustments in July. 

EST 1INDER Firs 106 
EST EUSINESS AS USUAL 

GIFFE6ENC:E 

FER PER DIFFERENCE 
COMPANY STAFF 

232,000 232,000 
192,000 192,000 

40,000 

34,775, E62 38,412 ~ 0 00 

25.5cJx 25.59% 

IIICBEMEIdTAL 'SENEFIT TO FLA e,899,143 9,829.631 

EENEFITS (:LEARED TO REG EXFENSE 7,590,402 6,405,673 
A'JEBAGE BENEFITS CLEAEED TO PLANT 307,214 340.220 
StKd?T X6ti i:iI? 73,630 81,540 
4CCUil DEPREC . ! REHOVAL ) 25,134 27,034 
TAX ON EXPENSES 2,065,797 3,173,682 
DEPRECIkTIOil MPENSE 25,321 28,041 

T h e s e  changes a f f e c t  the proforma adjustment as follows: 

TOTAL INTEA REG OPER. Exp. 5,820,000 6,446,O 00 
PLANT I l l  SERVICE 231,000 256,000 
PLANT UNDEF. CONSTRUCTION 55 ,000  61 ,000  

I t 8  addition to the above. the company used the 1993 figures 
f r o m  the actuary study vhich were the highest of the four 
years presented. 

Ql In the numbers above, where the company used 5232,000,000 as 
the BST expense uner FA6 106 including BBS. the average of 

FO'BOlld 001 1 1 5  
I 

h 



.- 
I 

I B 9 3  to 1996 was 9227,750,000. 

Ii the 5228.000.000 were used, the estimatsd effect on 
i u p n s e s  would be: 

1393 amount used by company 232,000.000 
4VERAGE 127,750,000 
DIFFERENCE 4,250,000 
STATE ALLOWTOR 25.59% 

FERCENT ALLWATED TO REGULATED EXPENSE8 

FEECEtLT ,ALLOCATED INTEA 
ZTIHATED OPERATING EYPENSE CHANCiE 

PfiX'liE DEPREC I AT1 ON 

1,087,575 
85.29% 

927,593 
. 70.43% 

708,959 

Tis company has used a discount rate in their calculation of 
SFAS IC6 cf 6% for management i cs ts .  a% for non-management 
wstti snd 8% for expenses. 

OFINION: 
w w r  made in the BBS allccation. 

Binct a rete case extends f c r  a period of more than one 
year.  an average of the  SFAS costs may be more reasonable. 
i f  t.he commission chooses to use the average. t,he company 
should input the average amounts into their.rnode1 to arrive 
at. t i e r '  ):rc~forrm figures. 

T h e  company should revise their filing for  the 

- 
111s .31:count rate used is lover than the ccst of capital rate. - f& ,( 

7 % # 7 n y  

-&Lu.ee/- 
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- .......*.....~...................~........ ..................................................... 
I t e r  # 29 Do you ran t  a d r f8 r red  ta r  i r pac t?  ~I=Yer.O=NoJ 
DescriDtion SFRS IO6 WEBS 
iFax dated bIZ61921 1 

REVENUES: 
Local Rev 
Interstate Rev 
InterLAlA Rev 
IntraLAT4 Rev 
llirc Rev 
Uncol lect ib le 
nisc net Unc 
OPER EIPENSES: 
P l t  sp 
P l t  Won Sp 
b r  
Curt op 
Corp Op 
0th 

Tot OP E ~ P  Z:~Y+ y@ 
PLMl I N  SERV: L YYL 
6en'l Supp % '  X 7 6 . 9 1 7 9 7 4 1  7.7097611 9.2438111 29 3 4 

?b3m 73.7425001 8.3411001 8.4283001 1,757 I99 201 
a~a+i1.~94ooz ~.IZ~O~~ZI~.~IWOO~ 1,419 1% 2U 
at ;w13.0915Mll 8.4so~ooz B.~IB~OOZ 18 2 2 

326 ~ 0 . 7 8 9 0 0 0 1  7.359700112.1953001 2,062 188 311 
81 9 YP.76.241WOl 7.1192001 9.2593001 563 57 68 

r\. 0 0 0 _--______-___ -+--- 
,+Ik 1,m I 856 
=i=..ii=n- SiilU.i.*=... 

T 
=*:==:====a** 

COE 112 19.3317601 5.910098Z 1.1209901 89 7 8 
un 150 71.6022001 9.060WOI 7.4102001 108 14 11 
1/01 6 12.4333001 8.464800Z 5.8805001 4 1 0 
Aaort. 0 7h.6693481 7.7928911 9.3276121 0 0 0 

Tot P t t  i n  ~ v c  2110 d 8.4987001 8.3811001~~ 231 26 26 
_------__--- ---- $ ----- ----------_------ 

P l t  und Conrtr %ada. p-?4.4397001 8.49h0001 8.3942001 , ly32 55% h 6 

.=i.ii*z.i=Y mn....a=aa ..,...*. =.=illi.=...*=*=== 

OTH IW & RES: &f ib- 
Reon Resrrvr ! Y 38 76.7429001 B.4894001 8.3895001 IP 3 3 

?roo fut Usr 0 0 0 
CYC (1,141173.U1400X 0.5226001 8.3625001 1835) (911 195) 
n a t i  I SUPP 0 0 0 
HLS i n c l  CYC (1,1411 (8351 t971:. (951 
TR1 ITEIIS: . .. 

Gross Receipts 0 . o  0 0 
0th excl 6RT . .  . . o  0 0 

0 Tot 0 th  Taxer 0 o'.' . '  0 
S I T  Current 0 0 .  ' . o  0 .' 

Tot 511 (419) ( 320 1 I331 . (44) 
FIT Current 0 0 ' - :o ' 0  
FIT Curr llef 12,4411 ,(l;b701- , (1931 (269)  

11,8701 ' ( 1 9 3 ) .  . ,. (2691 Tot F I T  12,4471 
I T C  Rcr l i r cd  0 , O "  .. 
I T C  Amort 0 . ' 0  0 
FIT Net o f  I T C  (2,441) . . 11,8101 , (193) '. (adt. 

. .  

. .  

S I T  Curr Def . 14191 13291. ' (33) i. ( 4 b i  ' 

-g : 1 . .  
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OPE B593. YK1 
17-Jul-92 
09l51 A11 

1993 includinp DDSr 
DSl Expense Under FAS 106 lCf'EDS Price-out h126I9ZIr 
BSI Eap Business as Usual IDPEBS Price-wt b126192): 

1993 net of DES: 
BST Expense Under F1)s 106 net of BUS 
BSI Exp Dusinesr as UIwl met of BBS 

lncreiental BST k n e f i t  Expnse excl EBSr 

Florida allocation factor: 25.5n ;+ { ' - u c l  . a  'JLdc*y2 

lncreimtrl Benefit I to Florida under FAS lob! 

$ .>. 
;:;55,.az./---- . 

Rq S to 
CMlEDATA Final ncct 1W3 Iw Final k c t  

; g 3 ( a ? q ~  

2 ..:is99 
Plant Specific Expense 28.7b92161 2,5b0,214 93.0812001 2pS,UE- 3 bz9.  IO3. 

Plant Yon Specific tapense 23.8289331 2 f i Z Q 7 l  90.3k10001 I m 4 5 -  i:.' 
(excluding depreciaticnl 

Total Benefits Cleared to Expense 90.5379871 8,057,105 $q2a,Jib 1,590,102 y- Z, . -~T,?  1 2 r aqqo 
iiU=S=..-iC =11~uc....1.* 

90.5379871 ........................................................ 
1 %read CMbincd S to I Rcqdlated R q  S to 
C ~ ~ M I A  Final ncct 1993 M Final  ncct Average 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  #I=- 

9 , ~ 3 7 , J 4 ~  @ 
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Deferred Tar Imprctr 
Cmpmy FL Coibintd F l  R q u l a t e d  

8 403-873 
bpcnsc Impact: 8,051,101 7,- 

Expense F u n d i q r  0 0 0 

Claims Parmenti8 0 0 0 -- 
Subtotal~ 
k p r w i a t i o n  Expense 

Effect ive Iar Rate 1.3213+.055) 

Ocfcrrcd lax - AlC 4340 DR [CRl ............................. , . .  

7b 15723 

... = i 7 3 ,  ;2?- 2,- 
. . . . . . . . . . . . . . e . .  .... 

Cash Yortinp Capital  Impact: 

L i a b i l i t y i  ~,QoQ,ooo 2,303,100 - 2,l#Z,b16 
11110~ to  rq on 1991 Wit Inv) @5.57?. 7 9 . 1 1 9 . -  &,.A a d  w P C 1 S  
Averaqe: 1 ,141 ,~~  ........................................................ 
Dcprcciation I i p r c t :  

Averaqe 1P15 M d i t i o n :  

Depreciation Rate: 
(Dcpn M TPISITPIS err1 Land L Cap Leases1 

3 qo,. 2 so 
swim- 
8.24212 

Deprccirtion Expinre a 2 , d  I 

Accum Depreciation ,Jwd 74031 

........................................................ 

FOlBOlW 001120 
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OPEBS.MIl 
11-JuI-92 
09:51 MI 

Recap of Rrqulrtcd h u n t s  10001: 

EIPEWSE: 

Plant Sprcific Eiprnre 

Plant Yon Specific Eipnsr 
Iricludinq deprrciatiml 

R p r r c i a t i m  Erpm 

C u r b a r  Oprr E i p u  

Corporrtr Opr Eiprnrr 

kferred Irr Eipemsr - M C  RM DR (a) 

INVESTIENI AND CAPITM: 

Avrrage IPIS 

Avrraqc IPUC-SI 

Average Accwulatrd Drpreciation 

Avrrage Drferrrd Tar - AlC 4340 DR ICRI 

Average L iabi l i ty  - Eyc Inpact8 

1993 - 

1,916 

25 

2,332 

111 

0,Wl 
/ 

3007 

14 

3E 

1,435 

1,141 I 

FOlBOlW 091121 
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.<.* , .. . . ,.. . . .-,. .. ,< !" 
. .. .., . .. - 

5 TBO AllORllZkllON 0.111 85 85 8s 83 
5.1 1 RCTIVE 100.002 85 85 85 w 
5.2 1 DElIRm 0.001 0 0 0 0 

7.3 T e n  m1 - A C T  8 5 a s 8 5 a s  

Z.S.5 t NOii-REGULRlLD S.k41 3 S 5 a 

.$.I I RE6 CAPllkl 12.001 10 10 IO 10 
L j . 2  1 RE6 EXPENSE 82.561 70 70 70 70 

5.4 :BO ami - RET 0 0 0 '  0 
5.4.1 X Rt6 EIWISf 74.561 0 0 0 0 
S.4.2 : NOR-REWlEO S.442 0 0 0 0 

FWD ST9 COS11 
h RE6CWllkL 
7 PEE EXPENSE 
8 #OW-ESULULPIED 

P 1OlU 

FUMIWG: 

IO fUIIDIY6 - 1RX AW 
10.1 I RE6 WlTU 
tO.2 2 E6 EXPENSE 
10.5 Z liON-aEWL4TED 

2a 27 2 l  
191 189 IB! 
I3 12 12 -- -I- --- 
m. rn: m qgJ -- 

P1.321 IbS 166 169 
12.002 10 10 10 
88.:92 147 147 150 
s.112 8 8 P 

172 
IO 

152 
P 

11 FUNDINS - KlN-III'L ODY 0 ? 0 0 
1.1 1 REWlED Pk.561 0 0 0 0 

~ 1 . 2  7. YOY-REWATEO 5.411 0 0 0 0 

U.1 

Input; LS.31L5.3.2 
1aprtg LS.3115.3.1 

Inpat( U.Sr15.3.3 

w. 2 
Inpat: W.kK5.1.1 
Iipstl U.4Iu.4.2 

lint 
Inpati LIO1LIO.I 

lopnt! Llot1lO.S 

Input 
hpat~ LII*L1I.l 
Input1 L1I*Ll1.2 

IapItl LlO*L10.2 

i 



I SfRYIKW51 33 
2 AM IYIOIEST 213 
3 RETWIWONA6K15 18 
4 1Bo AmlIIfilIOII 91 

5 liET PERIODIC ElPUSE 249 
- 

1994 - 19K -- 
32 
228 
107 

V I  

244 
I 

..- 

l9Pb - 

mawm 1.0 
FUI) ElpMa 

2442 m0 2419 2707 
107b 1199 1323 1453 
1366 127s I184 1091 
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I 

AUDIT49R.NKl 

Nmt Poct Rwtirmwnt Expenso under BPAB LO6 

Tho actuarial study undcrlying the protorma adJustmmt calculatod 
mxpnnsu bawd on a 20-ywar anortfxation pariod. Thw rn lcu iat icns to r  
the protorma bdlU8hPnt used a 15-ywar anor t i ra t ion period, nakinp it 
n m c m m m r r y  t o  ~ ~ C O I P U ~ C  tho oror t lsat lon port ion of n m t  post-rmtlrmmmt 
sxpmnme. r a  r h w n  bmlow. 

! 
1993 Expan8w# (0000) 

Total Roundmd 
Total 

1 Unrecoq T r a m  O b l i Q  
2 Unrcg frano Ob1 / 1 
S 
4 Bervice cost - Net 
3 I n t r r m r t  Coat 
b Roturn on Assets I 
7 h o r t  - Trana Ob11 

Comvutation o i  f r m a i t i o n  Obligst ion on LIT.  Expwnn.: 
9 cmo 

10 Amsmts a t  bugfnning of year ----- 
Asmwt ( W B O  rinum Asle t r  a t  bmglnnfnv m i  y w r r )  (163.234) 

Amset 13 

E t d  



EwL 

1991 
1992 
lW3 
1994 
1995 
39% 
1997 
1996 
1999 
ZOO0 

S 29.00 
1430 

1992 
1993 
1994 

lorn a.90 
10.50 3.40 
11.00 4.00 
1200 4.60 
13.00 510 
1250 SXK) 
1200 S.00 
1150 5.W 
11ao 51)o 
loso 5MI 

FOlBOlw 001125 
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AIP 
X W O  P0m.L. 

13 
16 17 

18 
I 9  
20 
21 
22 
23 
24 
25 
26 
27 a 
29 
30 
11 
32 
33 
34 
35 
35 
37 
3a 
39 
40 
41 
42 

+ O d  

43 
u 
4J 
b6 
4I 
48 
49 
SO 
SI 
J2 
53 
Sb 
55. 
56 
S? 

99 
60 
61 
62 
63 u .  
U 
66 
67 
U 
69 

51 
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69 
s9 
L) 
99 
n 
n 
c9 
29 
19 
0) 
bc 
rc 
K 
K 

K 
cc 
LC 
IC 
o( 
61 
$1 
L1 
)c 
e* 
f, 
C 1  
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A 

xse-a COS O O O d  Rde*:*O 10-01-11 

45 
46 
q? 
48 

30 
51 
52 
53 
54 
53 
56 
57 
5a 
59 
60 
61 
62 
63 
64 
61 
66 
67 
64 
69 
70 
71 
72 
73 
74 
71 
76 n 

e3 



XI 
16 
47 
4 1  
09 
M 
SI 
32 
33 
s4 
ss 
36 
57 
s i  
39 
69 
61 
62 
63 
6. 

' 65 
66 
67 
6a. 
69 
70 
71 
12 
73 
74 
75 
76 
77 

?I n 
(0 
81 
U 
83 
84 

I 4  
I7 
U n 
Yo 
91 
92 
93 
90 
99 
n n s 
99 

loo 
101 

IO3 
io@ 
10s 
loi 
107 
105 
109 
If0 

as 

in 



B O d  

11 
16 
I? 
1; 
19 
20 
21 
22 
23 
24 
2.l 
26 
21 
?a 
29 
30 
31 
37. 
33 
PA 
33 
36 
37 
38 
39 
40 

.OZLI42 

.021136 
,021 110 
.OZIL24 
,021 116 
.OZllOt 
.021002 
,020894 .ozonz 
-020661 
-0203.33 
.020391 
,020234 
.020060 
.019867 
.019652 

.01Y1S1 

.om61 
-018347 

. 0 1 m  

..OIWlI. 
.OMU 
.013520 

,0194~ 

.oa:aoti 

.aimn 

.ow094 41 .012147 

.Ol4O)4 42 .010749 
444073 43 .009363 
.01W61 44 .001013 
.OI)OU 45 .00(716 
a044033 46 .00s474 
.DI3821 47 ,004293 
. ~ 3 1 0 0  48 .003199 
.OW03 49 .w2211 
.Ol459 so .001%7 
.010202 SI .000691 
.ost761 52 .000223 
.OJ7171 33 400323 
.035460 . s4 .000223 
.0336S9 53 .W0223 
v031795 16 .oQo223 
.Omrl s7 .0#)22J 
.om70 u .000223 
.026041 59 .OW223 
.024141 (0 .000223 
.oflfco 61 .OW123 
.920119 62 .won3 
.Ola626 63 .oQQ223 
.016192 6) .wo223 

.Ol#U 

.aimfi 

.wm 

.om0 

.Ow00 

.00000 

t 
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x lhl0 Tomale 

u 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
211 
29 
30 
31 
32 
33 
34 
33 
36 
37 
38 
39 
w)  
(Ll 

.028170 
,028157 
.028l42 
.028116 

,026089 
.027836 

,027310 
.01702h 
,026716 
.026377 
.026003 
.OB588 
.025127 
.024611. 
.024044 
.Om16 
.022725 
,021974 
.021161 
.020294 
.019481 
.018416 
.a17416 
.016380 
.OM296 

.oaaioo 

.om78 

.0698ao 

.069876 

.069160 

.0698M 

.069826 

.069806 
,069535 

,067701 
.Oh6277 
. 0 6 W 3  
.062S76 
,060397 
.058051 
.0555112 
.OfJ026 
.a50416 
.04778l . Wl46 
.Wi2332 
.039933 
.037428 
.ON969 
,032S91 
.ON314 
.021115& 
.026128 

.068aoi 

42 u 
44 
45 
46 
47 
U 
49 
50 
51 
5¶ 
f 3  
56 
55 
56 
97 
58 
59 
60 
61 
62 
63 
64 

.oul50 
,012940 
.0116Y 
.010289 
.008787 
.00?089 . WIUO 
.w2m 
.00016S . Ooom 
.OOO165 
.ooO16S 
.Ooo365 
.OW165 
.000365 
.000365 
,000365 
.wO163 
.000365 
.oQo365 . O W 6 5  
.000365 
.OM365 

.0w)7 
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5.1 I RE6 CAPIIA? 12.pO1 0 0 0 0 
s.2 I RE6 EXPENSE 82.SbI 0 0 0 0 
3.3 2 M(I-RE6RATEB 5.441 0 0 0 0 

10 10 10 10 
172 I72 113 17t 
10 10 10 ' IO 

I92 172 193 IPS 
I- - -- -_- 

40.501 40.W 40.301 40.301 
S9.501 S9.MZ 59.301 59.301 

13.71X 13.711 13.711 13.71% 
B.SOZ t m  mi 8 . ~ 0 1  

I2 USl i lD WE COST OF U N l W  11.721 11.721 11.721 11.721 

I w r E n s r m  

14 PEDnRl EBUlll J.5.801 55.801 5S.BOI ss.801 
1s cusr of DEBI am n.wz E.W e.mt 
6 COS1 of WllY 1S.IPZ ILlPX 13.191 ILLPI 

I7 W1B PVE CWI 3i CllFllkL 11.3: 11.251 11.25% 11.25% 

13 P m n i  OEBI 44.ZOi 44.231 l4.?01 44.Mi 

-- 

l r n t  
Input; Ll(cI.1 
lnpnti L1111.2 

Input 
Input; U(c3.1 
Input; LJlL3.2 
Input1 W113.S 
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Request: 

For your profom on SFAS 106 provide a l l  amsumptione uned to 
arrive a t  amount. for each oomponent. 

Prwide each conponent used (i.e. eervice aost, interert, roturn 
on aasota, prior servico costs, gains C looses, mount to 
unrooognizod tranaition obligation C how you dot.tlrin.d tho 
amount. 

Did YOU hlud. projected exponeas? 
calculation. 
Are you going t o  fund the plan? 

What disaount rat8 was used? 

Did you include a liability in your working capital for tho 
rocognized gain portion of post xetiroment oosts? 

If .0, mothod O f  

Responset 

Please moa the attaohed pages for the amsumptionr and cartain 
oxpense aaloulatione, whioh includn tho aotuarial assumptions, 
the employoo counts and other omployee statimtice, tho oxponse 
calculations assdnq a 20-year amortization, and tho calculation 
to compute a 15-year amortization. Tho proforma ammmod a 15- 
year amortisation. 

lphe attachaent shove the service aont, interest, roturn on 
assets, prior service aost, and unreoognizd transition 
obligation, and the calculations. The qaine and lossom arc not 
included. Gains and losses, as used under SPA8 106, are tho 
differences betveen projections and aotuals, .nd are r e a  ired 
only to the extent that they exceed the *mrridor,. that E, i f  
they exceed the greater o f  102 of tho fair market value or 108 of 
the liability. 
only in the long xun, under the assumption that thoro will bo 
fluctuations from year to year from the projeotionn, but that 
differences should be reoognizad only if tho aotualm doviate so 
greatly Lrom the projections as to indicate that aotual ovontr 
differ greatly famu the aseumptione undulying tho oalculationn. 
BellSouth will compute gainm and losses for tho firnt t h o  at the 

The intention is to reooqnise gab. and loesu 



end of 1993, baaed on aatual Oxperimce. 
were t o  urceed the corridor, they wuld  bo aacountd for 
prospectively, i n  1994 bUShe6e. l%e proforma adjurtmntr are 
deeigned to proform 1991 aatuale t o  a 1993 lovel, 80 it wuld  be 
inappropriate to  recognize a 1994 event, o v a  if there wore data 
avoileblo. 

Thm expansea are pmjec-. 

BellSouth plans t o  fund the plan. 

1Pha discount rates used are as followm: 
omployeca funding, 
calculatiom for both monagsment and non-managamont. 

Am discu~sod above, there is no assurance tha t  tEen w i l l  bm a 
reoognized gain - cbe results  may be w i t h i n  the corridor, O r  
there may ba a loss. In any event, nu& 
recognized i n  1994 busineee and i s  theroioru inappropriat. for an 
adjustment designed t o  procorm 1991to  1993. 

If th. g a h  and 108a.a 

 he o a l d a t i o m  are atfaohad. 

8# for non-managmmt 
f o r  management funding, aad 9I  for - W e  

tt.1 would fir& bo 

Information provided by: 

E. A. P a h n t  
Operations Nanager 
675 W. pcachtrae street 
at lanta ,  Georgia 30375 

. .. . . ___ . - 
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C O O d  KdLC:ZO 28-81-11 - 

Florida Public Remica Commiasion 
DmumentpocOrcl Uquemt 
R r x p a u t N m b a r l  49R 
Nwember 16, 1991 
Rage 1 of a 

For your prOiO$ma on S B M  106 provid. all aB8umpt iOM uaed t0 
arrive at amount. for each aomporunf. 

Provide eaoh component uaed (i.e. aervicr awt, interemt, return 
on aesetm, prior sexvice mete, gains L ~OIBBOB, amount of 
unrecognized tmns i t ion  obligation I how you de*@ the 
amount. 

Did you inolude projected sxponsom7 
caloulation. 

I f  BO, method of 

Are you going t o  fund the plan? 

m a t  diacmunt r a t e  was umed? 

nia you include a l i a b i l i t y  in your vorking aapitai for the 
recognissd gain portion of poat retirement OO-? 

RePpOn6a: 
~ l o a u e  see tho attaohed agw for tbe assumpticam and aortain 
expenme cdouiat ions,  &a inolude the actuarial amamptione, 
thb employes counts and other employee ota t le t ios ,  t h m  oxgeneo 
calculation9 assuming a 20-year amortitation, and tha calculation 
t o  comrmte a 15-year amortization. The proforma amoumed a 15- 
year amortization. 

The attachment EhOWe the servioe cost, i n t u w t ,  roturn on 
aassts, prior ssrvioa cost, and unre&sed t r an r i t i on  
obligation, and tho calaulstiomt. Th. gain8 .ad lomaon aro not 
included. Q a i n s  and losses, aa uaed under BFAa 106, at. the 
direeranoes between projeotionn and aatuala, and are row 
only t o  the extent that they exaeed tha ncorridor," tEat 
they excead the greater of 108 of the fair market valuo or 102 of 
the l i ab i l i t y .  
Only in tho long run, under the assumption that there w i l l  bm 
tluctuationa from p a r  t o  year from the p r o j r a t i m ,  but th.t 
di f fe rawes  ehould be recognized only if the aotur ls  deviate SO 
greatly f rom the projerrtions aa to indioatb t h a t  aotuai events 
diffar greatly from the asslungtiorm underlying the c a l a a t i o n s .  
BellSouth will colnpute gains and losses for the f i a t  time a t  t h o  

' 

The intention i s  t o  ncognlxo gain. anQ lo88eu 

€ O b  



Tha expenses are projwad. 

BollSouth planm to fund the plan. 
oaloulatiwa a m  attachsd. 

The Qisoount *atos unod are as fQlloW: 88 for n0n-mg-t 
employ498 -ding, 68 Lor aanag.nunt funding, and 9 t  for e x p o ~ e  
aalaUlatiOna tor both nanagemont and non-gmnt. 

An diooues8d abve ,  there is no aosurance that UIoro w i l l  k a 
reaognized gain - tbo resulta may bo vithia the aorridor, or 
thoro may be a loss. 
reoogniesd in 1994 bueinoas and is therefore inappropriate for an 
adjustment Qesigned to profom 1.991 to a993. 

In any event:, auah an itm would first be 

n. A. PaitrMt 
Operations xanag~r 
675 H. Peaohtr.. Street 
Atlanta, Ceorgia 30375 
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BEFORE T H E  FLORIDA PUBLIC SERVICE C O M X I s S I ~  rr- -5  c,. , _. - :, 

In Re: 
Brevard, Charlotte/Lae, citrus, Clay, ) Filed: Oct&ef'5,- 1992' 2.: -:: 

Pasco, Putnam, Seminole. Volusia. and \ 

- - - a  \ I . .  _.. ~ 

Application for rate increase in ) Docket N0.~~9fql99-~s .:,:;,., 
Duval, Highlands, Lake, Marion, ) 
Martin, Nassau, Orange, Osceola, 1 

Washington Counties by S o d  . 
STATES UTILITIES. INC.:  Callier 

j 
1 

County by MARC0 SHORES UTILITIES 1 
(Deltona): Hernando county by 1 
SPRING HILL UTILITIES (Deltona): 1 
and Volusia County by DELTONA 1 
LAKES UTILITIES (Deltona) ) 

~~ ~~ _. - . _______  

DIRECT TESTIMONY 

OF 

VICTORIA A. X O N T W O  

On Behalf Of the CitiZOBS Of The Stat. Of Florid8 

Jack Shreve 
Public Counsel 

Office of hrblic Counsel 
c/o The Florida Legislature 
111 West Madison Street 
Room 812 
Tallahassee, F'L 32399-1400 
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resulted in significantly different eetiaates of 

obligations and expense." 

Fu-er, Coopers and Lybrand in the study ref@renced 

above, stated: 

The measurement of the obligations and expense 

related to retiree health benefits is in an 

evolutionary stage. Employers, their 
actuaries, and accountants are continuing to 

improve their understanding of the complex 

issues surrounding the measurement of these 

benefits. 

Q- Does the actuarial firm select the assumptions for the 
calculation of SFAS io6? 

A -  No. According to SFAS 106, the actuarial assumptions 

rQPresent the companyis best estimate of what will occur 

in the future. .. 
Q -  I* there variation in the discount " rate used by 

filed by Hewitt and Associates in the Florida ._ 

companies? 

Yes. Attached is late filed deposition exhibits 1 and 6 

Power 
Corporation rate case which depicts tho variability in 

the discount rate selected by companies using this 

actuarial firm. [See attachment 61 

A. 

31 
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A. 

Q. 
A. 

Q.  

A. .' 

Q. 

A. 

Q. 

The second attachment is a survey conducted by Towers 

Penin Company. The discount rates used varied from a 

range of 5.11 to 1O.OI. [See attachment 71 

What is the significance of a low versus high discount 

rate? 

The lower the discount rate the higher the present value 

calculation. This high present value calculation 

translates into a higher expense €or the accounting 

period. The decrease in the discount rate would increase 

the period costs because the transition obligation 

portion would increase, the interest component would 

decrease, and the service costs would increase. 

Is it true that over time the cost would be the same? 

This is only true if you assume that the discount rate 

used for the calculation will not change over time. 

Does this variation in discount rates effect the 

integrity of the calculation? 

Yes. 

What is the discount rate that Southern States used in 

calculating the SFW 106 costs? 

Southern States used a discount rate of 8.002. 

Io the use of the rates of return on long term fixed 

investments an appropriate diocount amount for 

ratemaking? 

- 

32 



'I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

22 

23 

24 

25 

A. No. For the unfunded plan using the company's cost OP 

capital as the discount rate would better reflect the 

economic effect of the passage of time. 

Are there any utilities who would agree with you? 

Yes. GTE's filed the following comments in their Auqst 

7 .  1989 letter to Timothy S. Lucas regarding the 

appropriate basis for calculating the present value of 

the potential post retirement obligation: ... 

Q. 

A. 

It is probable that benefits for unfunded 

plans will be paid with funds generated from 

operations or raised through debt or equity 

financing. Accordingly, we believe that the 

company's cost of capital would more 

appropriately reflect the rate at which 

obligations of unfunded plans will be settled 

and should be used as the discount rate €or 

these plans. 

.. 
We understand that the Board disagrees with 

this approach. The Board believes that it 

would reduce comparability since the cost of 

capital differs among companies. However, we 

believe that if the cost of capital is the 

cost of paying these benefits, Using it as the 

discount rate will better reflect these 

33 
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economics in the financial statements. 

Comparability should provide wsurance the 

differences can be seen, not hidden. The 

latter would occur if a similar discount rate 

is used for all companies with unfunded plan. 

[See attachment 8 p. 51 

Q. Would you recommend that this commission use the 

company's cost of capital as the discount rate for 

ratemaking purposes for Southern States? 

Yes. While FASB rejected the use of the cost of capital 

as the discount rate in determining the calculation for 

external, general purpose financial statement purposes, 

it should be considered in the calculation of 

postretirement costs for ratemaking purposes. 

You mention an actuarial study earlier in yourtestimony, 

A. 

Q .  

in order to implement this standard, is there a need for 

an actuary to assist in the calculations? 

A:. Yes. .. 
Q. Were there any actuaries who commented on the FASB 

exposure draft on postretirement benefits? 

A. Yes. David J. D. Mecleish, Chairman and Chief Executive 

Officer of Godwins International Holdings Inc. commented 

that, '...traditional thinking which underpins the 

accounting treatment of employee retirement benefits is 

34 



COMPANY : 
TITLE: 
TEST YEAR: 
AUDITOR : 
DATE: 
WORKPAPER #46 

SBT 
INSIDE WIRE 
DECEMBER 31. 1991 
KATHY WELCH 
NOV. 14, 1992 

AN ANALYSIS OF INSIDE WIRE BNENUE AND EXPENSE WAS BEqUEB1ED BY RICK 
WRIGHT FOR THE YEABS 1987 TO 1991. 

THE COHPANY OBTAINS A REPORT FRUM 1182700 CALLED NONBM PRODUCT INCOME 
STATEMENT BY PRODUCT QROUP. 

THE'COMPANY WE8 NOT HAVE TH!ZIE BEFORE 1991 DUE TO THE CO. BEWIRED 
RETENTION. 

THIS REPORT IS 8UPMARIZED AS FOLLOWS: 

., ~ 

. .  

4 
.: 2 ,~ . 

L .1 - 

I ',. . .. . 
~ 

TOTAL EXPENSES MCLUDINQ 

a3 NET INCOME BEFORE INT. 

12 INTEREST 

I? REVENUES 

j % OPERATING EXPENSES 

I Q  NON OP & A m  

TU INCOME TAX 

24NET INVESTNENT 

25RETURN ON INVESTMENT J -  
IF THE COMPANY HAD A HIQH RRURN, IT MAY INDICATE THAT THE COHPANY 
WAS NOT PROPERLY ALLOCATINQ EXPENSES TO NON-RM. 
APPEAR TO BE THE CASE. 
NON-REO PRODUCTS AND IS AS FOLLOWS: 

THIS DOES NOT 
THE SAME ANALYBIB WAS PEEFORMED FOR TOTAL 

REVENUES 
fi- & 131,912.157 

i 

OPERATING EXPENSES 1 160,630,969 

NON OP & ANM: 5,442,944 
I 

- 
INCOME TAX - 

- 
I (7,837,400) 
I 



TOTAL EXPENSES EXCLUDINO 
INTEREST 158,236,533 

NET INCOME BEFORE INT. ( 26,324,376 ) 

NET INVESTMENT 46,388,208 

RETURN ON INVESTMENT -56.75% 

.. .. 



4 
n 
n 

m 
:..::, :. r s 

N 
(D 

.. 

pi 

ti 

0 

0 

., . .,: .... i. .: . . . . .  i.. ... 
-. ~ 

. . . .  d-.lrcarrrmrulraeuen-. ...<5l...e&-.. ................ 
. . .  ... . .  . . . . . .  

. .  







n D G -?I ..... 
lH7 

Ctn)rb 

P- 
O 
a 

I 

s o  '1: : =  

* 
s 
r. 





?AGE 1 

3ETAIL OF ACCOUNTS IN INCOME STATEMENT FORMAT 
FOR YEAR ENDED 1 9 9 1  - FLORIDA 
LINE ---- 
0 1  

04 

05 

08 

09 

13 

15 

16A 

18 

19A 

19B 

19c 

20 

MAIN ---- 
5001  
5060 

5100 

5280 

6112 
6113 
6114 
6115 
6116 

6121 
6122 
6123 
6124 

6311 
6341 
6362 

6512 
6532 
6533 
6534 
6535 

6623 

6561 
6562 
6563 
6565 

6611 

6612 

6613 

6711 
6712 
6721 
6722 
6723 
6724 
6125 
6726 

A I 
v 

r '  
. .  

. .  



PAGE 2 

DETAIL OF ACCOUNTS I N  INCOME STATEMENT FORXAT 
FOR YEAR ENDED 1991 - FLORIDA 
LINE HAIN 

20 6728 
---- ---- 
22 

23 

26 

27 

29 

3 1  

31 

7240 

6727 
7370 

7150 
7160 

7340 

7510 
7520 
7530 
7540 

7210 
7220 
7250 

7230 
7250 
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BELWOUTH CORPORATION SECTION 6 
ACCOUNTS AND SUBSIDIARY RECORDS CATEGORILS (SRC) PART D 

FOR Page 6 
OPERATING TELEPHONE COMPANIE 

I 

e 5. ACCOUNT 6362, OTHER TERMINAL EQUIPhlENT EXPENSE (CONfD) 

6362.4000 Inside Wire Expense 

6362.4100 Basic 
- -  - 

6362.41 IO Installation and Re8rrangemCnt 

This SRC includes 811 time and other cost of installing and 
rearranging Basic Inside Wire incident to and as part of the 
initial installation following sale. 

FRC 9781 

FRC 97BP . !  
6362.4120 Repair - Contract Maintenance 

8 .  

This SRC includes all time and other COSU associated with 
repair of Basic Inside Wire under maintenance . .  contmct 
arrangements. 

6362.4130 Repair - Time and Material 

repair of Basic Inside Wire which is not covered,,under ,-.; 
maintenance contract or warranty agreement. , I ; 

. . . .  
. i  

! 
FRC 97BR . . .: 

l 
8, , . I . I .  

; I !  . .  
I . .  This SRC includes all time and other costs auociated with . ,  

. .  . * .  . ' i . . 
6362.4140 Repair - Warranty FRC 97BW 

1 
This SRC includes all time and other costs associated with 
repair of Basic Inside Wire which is covered under warranty 
agreement. 

6362.4190 Other Expenses 

This SRC includes a11 Chrrge$ to SRC 63624100 that are not 
included in SRC 6362.4110, .4120. .4130 or .4140. . 

.r"" 6362.4200 Non-Basic (CRIS/LMOS) 

This SRC includes costs associated with non-bdsl Inside wire for 
which the revenue is billed via the CRIS SYStC- 

6362.42 IO 

6362.4220 
6362.4230 

Installation and Rearrangement 
Noo Exempt Optic Fiber 
Non Exempt Copper Cable ',FRC 9 8 ~ 1  

I - _--_ i-,.€Rc 98EI 
, , FRC98EP 

Exempt Wire 
Rconir - Contract Maintenance - _ _  - -. - - .. .. - . 
Repair -'Time and Materials .I .. ... - ;. 

1 FRC98FR 
: FRC 98KR 

FRC 98ER 

Non Exempt Optic Fiber .. 

Non Exempt Copper Cable , .  _ -  Exempt Wire 



BELLSOUTH COE?ORAIION SECIlON 6 
ACCOUNTS AND SUBSIDIARY RECOEDS CATEGOPIES (SEC) PART D 

FOR PaKO 7 
OPERATING TEU?HONH COkRANfES 

6362.4000 Nom-Buic (CRIS/LMOS) (Cont'd) . 
6362.4240 Repair - Wsmnty ' . 

Non Exempt Optlc Fiber 
Non Exempt Copper Cable 
Exempt Wire 

6362.4290 0- Urn- 
. -  

.'. . 
. - .  . ~ .  

. .  . (  

. , .  .. ...... I . . .  
, : I  , .I . . . . .  4 . 1 .  . 

...... _ _  . . . . .  
F R C ~ ~ F W  

.FRC 9 a ~ w  
i FRc9alcw 

, .  . . . . . . . . .  , .  
. j .  

I 

.... i . . . . .  
I . .  
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- ._ . 
5210.1200. laside Wire - Basic 

This SRC includn revenues from inside wiring and hers urociatcd with 
residence or bushes  individual line or party line service and louted on the 
customer side of the demarcation p i n t  

5210.1210. %la 

Thh SRC includes revenue .uochted with the ulc of buic inside wire, 
includin: chrrga for labor and mteriak 

5210.1220. Scrvia Plan 

This SRC includes revenue derived from the ulc  of baric wire service 
plaa. A b  includes revenue from the grandfathered Trouble IrolatioIIS 
Plan (TIP) and the grandfathered M8intcnancc Plan. 

5210.1230. M8intcnana . .  

This SRC includes nonrecurring charga from the mintenana of basic 
wire. . .  , .  . .  , .  . .  . . :  . .  

' . .  

. 

. 

. 

5210.1250. Tariffed Service Chrrgu (DR) . 



BELLSOUTH CORPORATION SECTION 5 
' ACCOUNTS AND SUBSIDIARY RSCORDS CATEGORIES (SRC) PART E .. FOR Pala 12 

OPERATING TELEPHONE COMPANIES - 
_ I  

11. ACCOUNT 5280, NONREGUWTED OPERATING REVENUES (COmD) 
, : . :  : 

- . *  
5210.1260. Uncollectible Revenues I 

~. .. ~. _-_ , .  . .  5280.1290, Other Revenues 

. . 
This SRC includes revenues for bu ic  wire not specifically provided in other 
SRCr 

5280.1400. h i d e  Wire - Non-Buic 

This SRC includes revenues from inrldc wiring and Jlckr urociated with Centrcx. 
ESSX. WATS. telephone answerin: rcnicc. customer provided public telephone 
access lines, all special services, and other services that terminate in 1 ' 
customer premise communiations system. that are louted on the customcr side of 
the demarcation point 

5280.1410. Sales 

This SRC includes revenue associated with the ulc of non-basic inside wire. 

. 
5280.1420, service Plan . 
This SRC includes revenue derived from the safe of non-basic wire service 
plan. 

5280.1430. Installation and Service 

Thlr SRC includes nonrecurrin: charges from the installation and maintcnancc 
of nom-basic wire. - .  

5280.1431. Installation and Rearrangemenu -. 
5280.1432, Time and Materials . 
5280.1433. Service Sales . -  - 
5280.1434. Enchanad Warranty , $ I  - 1 .  

' 1  
_.-.- _.. 

5280.1450. Tariffed Service Charges (DR) 

This SRC includes tariffed service charges for service furnished by 
re:ulatcd facilities to the Non-Baric inside wire operation. 

. 

, .  
5280.1460, Uncollectible Revenues (DR) . 

. . . . . - . . . 



AUDIT DISCLOSURE NO. 1: 

SUBJECT: Management Study 

STATMPTT OF FACT: Arthur 

- 

men con ftb a study calla 9 

"Comptrollers: Optimizing Resowe Effectiveness", dated Hay 1992. As c/ 7' 
a result of this study a report was issued estimating the total savings 
to the Company of s49,900.000 if the Cempany vere to simplify the wrk, 
mechanize the vork, and consolidate its operations. 
document record rawest s32 the C e m p a n y  stated "8everal committees are  
vorking on implementation. 
functional organization charts vi11 probably be mado near the end of 
September." Staff aakod Judy Butler on October 13, I992 if 8he had 
some ansvera to this particular Document Record Rspuest, her mply vas 
as follovs: 
1992. This d w s  not mean they vi11 be mado on November I just that ve 
von't knov before then. 
announced. the other implementation plans, ouch aa time frames for 
various states and functions vi11 also be announcod. 'The timing ia 
subject to change." The Company has not nade in adjustment ....... . .  to !kt 

OPINION: .If this'stkdy is implemented, coat8 .__.. vi-11 .I.-.---. be'rducoyi.and .. the .___, .. . . . . .  
Company vi11 be in an overearnings s'ituakibn. r 

/ 
In a responss bo 

Announceaents of site selections and - 
./ 

"Site selectiona will not be made before November 1, 

Uhen the sites of the coneolidated offices a m  ,,. 

. . , - 
. I  . .  Operating Income for this study. '. '. ' 1 , 

'' ' 

... 1 ...l ...... 2 .,.. --- .------*.**. ... ;---- .. 
I . . . . . . . .  

. ,. ! * 

., 1 :  , .  . . . . .  I .  . ,  2 ;i 
_-A__ ...... - - - .  . .  - . _ _  . .-- ...... i. ."- , .  . -  .... ..... ..; : .- ..I_ -- .. 

_, ...... . .  - ........ -. . 
9 

. . . .  ... . . . . .  ...... - ..._. . .  .. : .. -I. . . . . . . . . . . . .  .__.. & .  d .  A,-- .  ... . .  .,... -.... . - . . . . .  -.- 
.... u J-'L Ga 
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. . . .  . . . . . . .  . . . . . . . . . .  . . . . . . . . .  ...... .._ . . . . . .  
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CoMPTRoIimUs RmRGmIeBTIOH M N o ~ ~  
.- - 

Beginning in February, 1992, the compttollus Departamnt bogan a 
re-engineedng study. 
work process changes that v d d  sbplify.tho work, make work 
activities more relevant to our business emiromurt, and Improve 
the cost effectivanws of tho organization. -Tho study was driven 
by several faotors inaludin the n o d  to posltion_out.~lv.e more 
competitively, by establi & a lowu -st, rmor.~ilexi~e. 
orqanlzation. The formation of BollSouth TolacomnNniaatiom made 

The re-engineering study found that multi-million'dolla 
economies could be gabod. Th. recommdaaona rango from' . 
relatively simp10 work el-tion or atreamlining to C0mpl.X 
consolidation initiativu. Tho'roommmn&~tions f o c u  on-such 
things as editing and error aorr.ation'procusu,'d~lioation Of 
work effo*s, job work f low and organhaeon atruc+urr. .-t. .-_ ,_- - . 
Currently sa& of the nino states pufornu a variety of 
functions. 

The consolidation plans are as follows: 

ThO purpoee of the study wa8 to idontify 

it t h l y  to pUrSUe this OQpOrtUnity. . 
. 

- 1 ., 
Most of thwe functions vi11 be comolidatod. 

.. 

.. 

.. 

.. 

.. 

Post-bill MIC (Message Investigation Cantar) will be 
consolidated into the existing fraud center in 
Columbia. 

Revenue Accounting (CRIS, CABS, Toll, Pre-Bill m C )  
will be consolidated into on0 organization located in 
Birmingham. 

Centralized Mail Remittance (a) will bo consolidated 
into three locations: New Orleans, Atlanta, and 
Charlotte. - 

Bill Mailing will be consolidated into 'five locations: 
Jackson, Miami, Nashville, Charlotte, and Birmingham. 

Property and Cost will' be consolidated into one 
location, Atlanta.-- The existing Regional Functions 

~ 

- ,  ._ 

Group will remain in BirIUingharm. . .  
L I  

. .  
lOl26/92 

_ _  . .. . 
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COMPTROLGERS RBoBcIIlJIZBTION ANNOUN- 

In addition, certain functions will be parformod in each state. 
These are: 

t 

. . Enhanced Billing Services (i.e.,  CLUB) -. 
I .. State Billing Coordination - .  

. . Outside Plant Rocord Po8thg fn th. five, W0.t- 8tat.S 

.. Outside Plant Current Reconailiation, Credit Balince, 
Material Edits, and Tax Annuation in eight states 

I 

The conversion to this now organizational structure i sa  
significant undertaking. Initial conversions will begin in first 
guarter, 1993. Completion of the new struaturo i8 anticipated by 
mid-1994. < 

The Company has a strong history of treating our mployeos Well 
in these circumstances. 
policies in working with the individuals affected by theao 
changes. We will be offering some voluntarY transition prow- 
for managemant. 
changes. Our contract with them has spocific steps to be 
followed in these situations and we will follow those procedures 
carefully. 

Later today, w e  will have additional meetings to discuss the 
process for staffing the consolidated organizations and to 
discuss force management altornatives, inaluding early exit 

4 

And, wm will continue to use sound 

Also, the CWA ha8 bean informed about those 

- -  , + 

incentive programs. ._  ." 
. . .- . . . ... .. 

. -  . . .  

, .  
. .  

... 10/28/92 

'i 
. 
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Florida Public Service Commission Staff 
Audit of Southern Bell Rate Case 
Docket 920260-TL 
Auditor: Gabby Leon 
DocumentlRecord Request NO. 32 
Date of Request:,7/29/92 

RecRlest: What are the plans for the implementation of the CORE 
findings? 

Date of Response: 9/07192.  

Several committees are working on implementation. 
of site selections and functional organization charts will 
probably be made near the end of September. 

Announcements 

. 

... . , . .-. 
. .  

. .- - - . .  
. .....*-- ......... i . ,  i: " I  

. .  
. . . . . .  . . . . .  

. .  . . . .  
. .  _. . - 
. .  . . . . . .  

. 
...... 

. . . .  - . . .  .- 
. .  . .  .~ .. - 

. . . . . . . .  _ . -  ... 

Response Provided By: 

Name:Judv Butlar- 

Department : 

Phone: 305 263 5642 - - 

*, 

... : 
... 
.i . .  ... . .  ... 



Florida Public Service Commission Staff 
Audit of Southern Bell Rate Case 
Docket 9 2 0 2 6 0 - ~ ~  
Auditor: Gabby Leon 
DocumentfRecord Request No. 32 
Date of Request: 7/29/92 

Several committees are working on implementation. 
of site selections and functional organization charts will 
probably be made near the end of September. 

Announcements 

WkruA&e!?f* 

- 

Raaponsa Provided By: 

N a m e : J u d v r  

Department:- 

Phone: 305 - 263 - 5642 

.i . ,  
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VOUCHERS, & CTO 

ACCTG. SUPPORT & 
FINANCIAL ANUYSIS 

CORPORATB BOOKS 

MBTHODS & 
PROCBDV- 

TOTAL SAVINGS 

CORE SAVINGS ANALYSIS 

60.0 FrE 
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16.0 m 
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G S L 5 B s T  mi 
SEPARATIONS 
ReOULATORY . .  . .  

A " . .  .. : .  . .  ! . ~, . 

sss CASE 1 - 5 P- A 

2 .  , .:. 
. . . .  

. .  , 
........ 

-. .._ I * ! :  

All information relating to the June, ~1991 BST Restructuring 
Financial Impacts Study is proprietary. All study data binders 
have been assigned control numbers have been issued to select 

No part of this binder should be released Or 
reproduced without written permission of the BST chief 
Accountant. 

. . r,.. 2 . .  . 

.. primary users. -. - 
. . . . . . . . . .  ! . . - :  ...... : k . . . . . . .  . .  . ,  

. .  
- - ' .  

? i ! ' :  

.= 
. .  
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i 
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The information provided in this binder is intended to provide 
core financial data to aid BST organizations in -ansvering 
financial questions relating to the restructing of. EST. 1n.order 
to accomodate varying needs and uses of..this infOPmatiOn, a.:BST 
Financial Analysis Team has been established. This team serves 
as a "clearing house" for the release! ofFthe study.data and' is. 
comprised of representatives from Corporate -Accounting,. Eudgets, 
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!. 

,i CASE DESCRIPTION 

from the June, 1991 
employee related indirect 
from the June CPAM file. '" 

Other items associated wi 
and quantified: J 1 

.. , . ~ .  

.official communic 
BST General Support Services Fee 
BST Services 

. .  ... : payroll and voucher services to BCI 
BSC Management Fee billed to BCI 

Depreciation expense.on Assets transferred.to BCI. i. .: 
BCI Bill Back to BST' of .Regulated-and Non-CPE Non-Regulated : 

L I . ; -  , . , ~  . 

duces ET biliiig', from . >.....r -' *. ' '  ,../ . I  
~\BSC) :. 1 ,.. ..: .. , ... , ,',. . . ,... ..s: .ct : ..._ y; .., .,; .. . . I  

. ,' 

^, Ti ~ . ,  

BST Assets and associated Reserve transferred to BCI ' 

-- - . Premise Sales'bxpense at-the 6/91 Premise Mktg Time 
Reporting percentages: Reg--77.5%, 0th N-Reg - 1.2% .i 

' ?FOlBOiW 001195, 

... ... . .  . .  . .. 
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Sub-case 1-2 B E  

. .. 

BBS will dividend net- profit/loss -to:BST relating t o ,  BCI,' BCS, 
and OataServ. T h i s  dividend will be-booked 'in.BST as a Non-Reg . .  
Non-Operating Income item at the Corporate level. :: - I i '  

, .  . 

i. . 
" .  . I , . '  
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ANALYSIS RESULTS 

Revenue a 

Costs on 

state level in BST. The states, as'well as BST as a whole, are 
impacted at the pre-tax income levels of their regulated business 
due to a portion of the indirect costs previously assigned to the 

'5 

.i 
- 
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CASE DESCRIPTION . .  . . . . I  

Case 2 reflects the financial impacts' on BST oi.'merging. BSS with 
South Central Bell and Southern Bell. Case ' 2  :was :divided into 
numerous sub-cases because of.:'the comolexitv ~ of: identifyinp. and 

, .  . . . .  , . .  
. . .  ~., .  .. ....!... .I .!, . . . . .  

Capital, BSS corporate overheads, BSS Official-Telephone Service 
Charges, and BSS depreciation and property. taxes from the 
accounts that were billed to the BOC states. BOC revenue and 
expense credits associated with BSS Official Telephone Charges 
and Capital Lease Rent were also eliminated. ' BSS corporate 
overheads were reclassified to accounts under Part- 32 guidelines. ... . .  . . -  ,.. . ~ ,  . . .  . .  . .  

This sub-case also incudes the impact of changing BSS Salary and 
Wage expenditures from affiliated transactions to Salary and Wage 
expenses in BST. 

Dollar amounts were obtained from the 6/91 ABBS billing 
retrieved by FSUB from the START system. FSUB'information was 
translated to Account/Cost Pool prior to input in the CSS model. 

It was assumed that the BSS'(other than C.O.C. Overheads, ' R;O. I) 
expenses ware to be classified where the billing, to. SCB and SBT 

'., r'. ; 

~ , t ": 

. . I 
; .  . , . . . _ _ , . . . .  " ,  j _ _ , _ . . . .  

"' : ... ' . ' ?  ! . ; ~  ...( ' . .  . . .  . , .  

. .  . . . .  . . + . , : ,  I 
i ,. 

.. . .  
. .  . I :  . , .  

. . . .  i : . .. . . .  , 
'were previously classified.' ., .^_ . . . . .  . .  

. * .. 
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- 
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Interest expense relat 
borne by BST. BSS net 
states is now elimina 
remaining in BST is attr core.. '::. 

a8es will now' 'be 

dividend income ended to the 
. ,  

- - 
This sub-case ' contains 
merging the BSS material. distribution operation into BST.. BSS 
served as the primary vendor to the F s  for the purchase and 
distribution of material. The costs it .incurred to fulfill that 
function (material costs, transportation, provisioning, corporate 
overheads, ROI, depreciation, etc.) were recovered by BSS through 
the pricing of the supplied materials and products and booked in 
the EOCs to the appropriate expense or asset account . .  for . ,  that 
material. 

,financial' ' impacts Of 

.c 

.:, ..I ".; .'. .: . .. ..: 
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