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PREHIARING ORDER 

I. CASE BACKGRQVNQ 

On September 19, 1991 , Un ited Telephone Company of Florida 

(United or the Company) requested Commission approval of its 

proposed test yea r beginning July 1, 1992 I and ending June 30, 
1993, for purposes of filing a rate case. Upon revie w, on 

September 25, 1991, the Chairman sent United a letter approving the 
requested test year. Simultaneously , on September 25 , 1991, the 
Office of Publ i c Counsel (OPC) filed a Motion to Re v iew Test Year 

Request by the Ful l Commission and to Conduct a Hearing Under 
Section 120.57(1), Florida Statutes . United subsequently filed, On 
October 4, 1991, a Motion to Dismiss and Answer of United Telephone 

Company of Florida . By Order No. 25484 , issued Decembe r 17 1 1991, 

the Commission initially appr oved United ' s tes t year , denied OPC ' s 

request for a Section 120.57, Florida Statutes, hearing, and 
ordered that additional Minimum Filing Requirements (MFR) schedules 

be filed for the calendar years 1993 and 1994 . 

on November 15, 1991, the Company filed its MFRs in this rate 
case. On November 20 , 1991, the OPC filed a Motion to Dismiss 
United 's rate case filing on the basis that United did not comply 

w"th the provisions of Rule 25-4.141, Flor i da Administrative Code . 
On November 27, 1991, Unite d filed its Response to OPC ' s Motion to 

Dismiss asserting that it had complied with Rule 25-4.141 , Flor i da 

Administrative Code. Additionally , o n November ~6 , 199 1 , OPC filed 
a n Objection to CASR and Motion to Reschedule requesting that the 

Commission reschedule the hearing i n this docket to a lat er date . 
United filed its response on December 4, 1991. Finally 1 o n 

December 9, 1991 , Unit~d filed a Motion to Consolidate Dockets, 
requesting that this docket be consolidated with Docket No. 910725-

TL, United's depreciation represcription. By Order No. PSC-92-

0134-FOF-TL, t he Commission denied the Motio n to Dismiss and Motion 
to Reschedule. 

United has proposed rate changes which, if appr ov ed would 
produce an increase in revenues of approximately $5 4,308 , 000 

a nnually. As of December 31, 1991, United was earning 13 . 37% 
return on equity. The Company asserts that a fair return o n equity 
is 13.95%. By Order No. 25530 , issued December 24 , 1991, tt~e 

Commission suspended the tariffs filed by United as part of its MFR 

r e quireme nts. 

customer hearings were held in this matter on March 11 , 1992, 
in Fort Myers, and on March 16, 1992 i n Altamonte Springs . The 
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evidentiary hearing is scheduled for April 15 through 17 1 April 20 

and 22 1 1992 1 in Tallahass ee. 

By Order No. 25807 1 issued February 26 1 1992 1 the prehearing 

procedure was established for this docket. An informal prehearing 
conference was held on March 20 1 1992. The final prehearing 

conference was held on April 6 1 1992. 

II. PROCEPUBE FOR HANDLING CONFIDENTIAL INFOBMATION 

A. Any information provided pursuant to a discovery request 

for which proprietary confidential business information status is 
requested shall be treated by the Commission and the parties as 

confidential. The information shall be exempt from Section 

119.07 ( 1) , Florida Statutes , pending a fot1:1al ruling on such 
request by the Commission, or upon the return of the information to 

the person providing the information. If no determination of 
confidentiality has been made and the information has not been used 

in the proceeding I it shall be returned expeditiously to the person 
providing the informa~ion. If a determination of confidentiality 

has been made and the information was not entered into the record 
of the proceeding, it shall be returned to the person providing the 
i nformation within the time periods set forth in Section 

364.183(2) , Florida Statutes. 

B. It is the policy of the Florida Public Service Commission 

that all Commission hearings be open to t he publ ic at all times. 
The Commission also recognizes its obligation pursuant to Section 

364 .183, Florida Statutes, to protect proprietary confidential 

business information from disclosure outside the proceeding. 

In the event it becomes necessary to use confidential information 

during the hearing, the following procedures will be observed: 

1) Any party wishing to use any proprietary 
confidential business information, as that term is 
defined in Section 364 . 183, Florida Statutes, slall 
notify the Prehearing Officer and all parties of 
record by the time of the Prehearing Conference, or 
if not known at tha t time , no later than seven (7) 
days prior to the beginning of th hearing. The 
notice shall i nclude a procedure to assure that the 
confidential nature of the information is preserved 
as required by statute. 

2) Failure ot any party to c omply with 1) above shall 
be grounds to deny the party the opportunity t o 
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present evidence which is proprietary confidential 

business information. 

3) When confidential information is used in the 

hearing, parties must have copies for the 

Commissioners, necessary staff, and the Court 

Reporter, in envelopes clearly marked wi th the 

nature of the contents. Any party wishing to 

examine the confidential material that is not 

subject to an order granting confidentiality shall 

be provided a copy i n the same fashion as provided 

to the Commissioners , r.ubject to execution of any 

appropriate prot ctive agreement with the owner of 

the material. 

4) Counsel and witnesoes are cautioned to avoid 

ve rbalizing confidential information in such a way 

that would compromise the confidential information. 

Therefore, confidential information shou ld be 

presented by written exhibit when reasonably 

possible to do so . 

5) At the concl~sion of that portion of the hearing 

that involves confid ntial i nformation, all copies 

of confidential exhibits s hall be returned to the 

proffering party. If a confidential exhibit has 

been admitted into evidence, the copy provided to 

the Court Reporter shall be retained in the 

Commission Clerk's confidential fi les . 

III. PREFILEP TESTIMONY ANP EXHIBITS 

Testimony of all witnesses to be sponsored by the parties and 

Staff has been prefiled. All testimony which has been profiled in 

this case will be inserted into th record as though r ead after the 

witness has taken the stand and affirmed the correctness of the 

testimony and associ ated exhibi ts. All testimony remains subJeCt 

to appropriate objections. Each witness will have the opportunity 

to orally summarize his or her t stimony at the time he or she 

takes the stand. Upon insertion of a witness• testimony, exhibits 

appended thereto may be marked for identification. After all 

parties and Staff have had the opportunity to object and cros s­

examine, the exhibit may be moved into tho record. All other 

exhibits may be similarly identified and entered into the record at 

the appropriate time during the hearing. 
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Witnesses are remi nded that, on cross-examination, r esponses 
to questions calling for a simp le yes or no answer s hall be so 
answered first, after which the witness may explain his o r her 
answe r. 

IV . ORDER OF WITNESSES 

WITNESS 

B. H. Reynolds 
Direct 

R. D. McRae 
Direct 

~f\RING FOR 

Policy 

United 

Accouptinq 

United 

ISSUES NOS . 

21o , 21p 

2 , 3,4 ,4 b , 5 , 
5a , 6,7 , 8 , 
8a , 9 , 10,12, 
13 , 14 , 15 , 
15a,l5b,16, 
17,18,20 , 
20b, 20c,21, 
21a,2lb , 
2 lc,2ld, 
21e , 2lf , 
2lg , 2 lh , 
21i ,2lj , 
21K 1 211, 
2lm , 2ln , 
2lq,2lr, 
22k , 23,22a , 
2Jb,23c , 
23d,23e , 
2Jf , 2Jg, 
23h , 2 J i , 24, 
24a,24b , 25, 
26 , 26a,27,2 
8,29,30,3 5 
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WITNESS 

Thomas c . DeWard 
Direct 

Victoria A. Montanaro 
Direct 

R. Earl Poucher 
Direct 

R. D. McRae 
Rebuttal to Intervenors 

B. H. Reynolds 
Rebuttal to Intervenors 

Charleston J. Winston 
Direct 

Robert F. Dodrill , Sr . 
pirect 

Jack w. Hoyt 
Direct 

R. D. McRae 
Rebuttal to Staff 

APPEARING FOR 

OPC 

OPC 

OPC 

United 

United 

Staff 

Staff 

Staff 

United 

ISSUES NOS. 

2 , 15a,l5b, 
20a , 21a, 
21d , 21e, 
21f , 21g, 
21h,21j, 
21k,21m, 
21n,2lr, 
22k,30 

23a,23b, 
23c,23d, 
23e , 23f, 
23g,23h, 
23i 

1,4a , 5 , 5a , 
20c , 21o, 
21p , 24 , 24a, 
24b 

22,22i 

Audit 

Audit 
Exceptions 
4 ,5 
Disclosures 
5 , 12 

Audit 
Excertions 
1-3,6 
Disclosures 
1-4 

Audit 
Exceptions 
1-6, and 
Disclosures 
4-15 
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WITNESS 

Derek H. Brennan 
Rebuttal to Staff 

J. w. Ware h am 
Di rect 

Michael L. Brosch 
Direct 

J . w. Wareham 
Rebuttal 

Richard L. Cirnerman 
Rebuttal 

F . B. Poag 
Direct 

APPEARING FOR 

United 

Affiliates 

United 

OPC 

United 

Rates ap4 Tariffs 

Staff 

United 

4 /20 

4/ 20 

ISSUES No~: . 

Audit 
Disclosures 
Nos. 1, 2 , 3 

22b,22c , 
22d, 22e , 
22f , 22g , 
22h, 22i 

21d,22,22b, 
22c , 22d, 
22e,22f , 
22g,22h, 
22i 

22e 

34, 
Business 
Pricing, 
not Local 

19,20a , 31, 
32,32a ,3 2b, 
32c , 32d , 
32e,33 , 33a, 
34, 36,37, 
37a,37b 

Test imony of the following witnesses has been stipulated into 

the record by agreement o f all parties at the Prehearing 

Conference: 

C. M. Linke 
Direct/Rebutta l 

David Parcell 
Direct 

T . W. Coyle 
Rebuttal 

cost of Equity 

United 

OPC 

United 

10,11 

10,11 , 12, 
13 , 14,26a 

10,12,14 



ORDER NO. PSC-92-0181-PCO-TL 
DOCKET NO. 910980-TL 
PAGE 8 

WITNESS 

J. P. Salyer 
Direct 

Nancy Pruitt 
Direct 

Donald B. McDonald 
Direct 

V. BASIC POSITIONS 

APPEARING FOR 

Service 
United 

Staff 

Staff 

ISSUES NOS. 

1,1a,1b 

1,1a,1b 

UNITED ' S BASIC POSITION: United's basic position is that if it is 
to have the opportunity to earn a fair rate of return on its 
investment in property used to provide telecommunications services 
in Florida, it must have the Commission ' s approval to increase i ts 
intrastate revenues by $54,308,000 annually . 

A fair return on United common equity is 13. 95t; United • s 
overall cost of capital is 10.37\. 

The main drivers of this requireme nt for rate relief, aside 
from return on equity, are several cost increases that will impact 
United beginning in 1992 and which are of a continuing nature . 

The first such cost increase is depreciation expense. In 
Docket No. 910725-TL, which is being processed at the same time 
frame as this proceeding, United is seeking addi tional intrastate 
depreciation expense which will impact the test period by 
approximately $16.6 million. Increased depreciation expense is 
essential if United is to recover its capital investments in a 
timely manner and funds are to be provided for modernization to 
meet customers' future demands for services. 

The second major cost increase is related to jurisdictional 
cost shifts resulting from the continuing phase-down of the 
subscriber plant factor and dial equipment minutes. The continuing 
phase down of the subscriber plant factor and dial equipment 
minutes has a negative effect on United's intrastate earnings and 
requires additional revenues in the test year of approximately 
$16.1 million. These jurisdictional cost shifts will have a 
c ontinuing effect in subsequent years. 

The third major cost increase is for expenses related to the 
implementation of SFAS 106. The implementation of SFAS 106, 
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Employers' Accounting for Postretirement Bene fits other than 
Pensions , will h ave a negative effect on United's intrastate 
e a rnings and require additional revenues in the test year of 
approximately $7.2 million. SFAS 106 will have a continuing effect 
in subsequent years. 

The exact dollar amounts and effects of all of these factors 
are contained in the Minimum Filing Requirements and discussed in 
testimony and exhibits filed in this Docket . 

United is in substantial compliance with all of the 
Commission ' s service standards and is providing a cons istently high 
level of service to its customers. Unite d is d edica t e d to 
providing quality customer service at reasonable prices . At 
current prices, however, the revenue s from the Company ' s s e rvice s 
will not be sufficient to cover the Company's oper a ting cos ts and 
produce a fair rate of return on its investment in pro pe rty used 
a nd useful in serving the public. In order to a f f o rd Unite d an 
opportunity to earn a fair rate of return, the FPSC s hould 
a uthorize additional annual net revenues of $54, 308 , 000 . This 
revenue increase will bring United ' s revenues to a l e vel which will 
allow it to continue to provide a high leve l of serv i ce to i t s 
customers, and reasonably compensate i ts invest o r s . 

AT&T'S BASIC POSITION: AT&T's baic position in t h i s proceeding i s 
that the reduction in the Busy Hour Minute of Capacity (he r einafter 
"BHMOC") charge proposed by United Tele phone Co mpa ny of Flor i da 
(hereinafter "United") should be approved. Un i t e d proposes to 
reduce its BHMOC charge from $3.95 to $1. 98 i n t h is p r oceeding . 
While AT&T continues to advoca te the el i mina t ion of a ll c ha r ges 
associated with the BHMOC element, AT&T recogn izes Uni t ed ' s 
proposed reduction as an important ste p towards tha t e nd. 

FCTA'S BASIC POSITION: It i s the Commissi on ' s r esponsib ility t o 
ensure the availability of basic tele communications servi c es t o al l 
residents of the State at reasonable and affordable prices pursua nt 
to the criteria established under Chapter 364, Flo rida Statutes . 
I n so doing , the Commission is required to recognize the e me rgence 
of a competitive telecommunications environment througl, fle xible 
regulatory treatment where competitive telecommunic a tions services 
are not subsidized by monopoly servic es and where all monopoly 
services are available to al l competitors on a non-discriminato r y 
basis. 

FCTA believes that rates for bas ic telecommunica t ions services 
must be established consistent with the pri nciple s expressed in 
Chapt er 364, Florida Statu~cs , specifica lly Sec tions 364. 01, 
364.338 a nd 364 . 3381 . The correct applicability of the provis i ons 
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of Chapter 364 , Florida Statutes, is necessary to ensure affordable 
prices for basic service for all residents , and to ensure that 
anti-competitive behavior is a voided. 

FPTA'S BASIC POSITION: FPTA has i ntervened in these proceedings to 
determine the extent to which United's proposals impact nonLEC pay 
telephone service ("NPATS") providers and to advocate changes or 
revisions where appropriate. While NPATS providers may be 
adversely impacted by the Commission's approval of United ' s rate 
case as filed, at this time FPTA takes no position on the issues 
identified for hearing in this docket. 

OPC ' S BASIC POSITION: United's rates should be reduced by over $32 
million dollars per year in this proceedi ng. 

United's petition to increase rates is based i n part on its 
requested 13.95\ return on equity. Given t oday 's market with lower 
interest and inflation, a return on equity of 11. 5\ would be 
r easonable; a return on equity of 13.95\ is completely unrealistic . 

Additionally, United would have this commission turn its back 
on its parent company debt rule by using a 1984 capital struc ture 
for application of the rule . The Citizens urge the Commission to 
reject United's propvsal which wot.~ld trace funds back a 1984 
capital structure . But if the Commission should c hoose to trace 
funds, it should use a double leverage adjustment. 

Together, the excessive return on equi ty of 13.95\ requested 
by United and its request to have the Commission trace funds by 
using a 1984 capital structure in the Commission ' s pare nt company 
debt rule account for more $22 million dollar pe r year of United ' s 
request. 

Additionally, United seeks Commission approval to accelerate 
i ts retirement of cable facilities in order t o pursue a s trategy of 
fiber to every mobile home, apartment, house, and other dwelling in 
its territory by the year 2010. United forsakes traditional 
economic analysis or analysis of its market in pursuit of this 
strategy. More reasonable depreciation rates would lower un ~ted ' s 

request by more than $23 million dollars per year. 

United's test year budget contains levels of expense that 
United is extremely unlikely to i ncur. For example, a comparison 
of the 1988 v iew of 1989 to actual 1989 operating expenses s hows 
that budgeted expenses exceeded actual expenditures by $15 . 6 
million dollars. A comparison of the 1989 view of 1990 to actual 
expenditures shows that actual expenditures were under budget by 
$8 .6 million dollars. A comparison of the 1990 view of 199 1 to 
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actual expenditures shows that actual expenditures were under 
budget by $26 .6 million dollars . 

Actual 1990 operating expenses increased 4.9 t over those of 
1989. Actual operating expenses in 1991 decreased from those in 
1990. Given this history, the Citizens believe it is reasonable to 
allow United to increase its projection of expenses in 1992 and 
1993 by at most a compound rate of 4t. Allowing an increase at 
this level reduces United • s test year expense by $19. 3 million 
dollars. 

Financial Accounting Standard 106 implements new 
postretirement benefit accounting treatment for published financial 
reports in order to provide additional information to shareholders. 
United does not plan to change its actual expenditures on 
postretirement benefits and has but one shareholder, yet United 
would have this Commission increase test year expense for these 
benefits by about $7 . 8 mill ion dollars. The Citizens propose to 
continue the present treatment of postretirement benefits for 
setting rates . 

United runs an extremely profitable line of business from 
inside wire maintenance. United's profits from this service are 
possible only because of its position providing regulated service , 
and accordingly the Citizens urge the Commission t o consider all 
the revenue and expenses from inside wire services when setting 
rates for regula ted services. This would have a significant impac t 
in the test year . 

These adjustments, along with others , would result in a 
decrease in United ' s rates by more than $32 million dollars in the 
test year. 

STAFF ' S BASIC POSITION:United Telephone Company of Florida (United) 
filed a petition on November 15 , 1991, to adjust its rates and 
charges pursuant to Section 364.05, Florida Statutes. Until all 
the evidence a nd testimony has been received into t he record and 
fully evaluated, it is not po~siblc to determine whether United ' s 
rates should be increased or decreased . 
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VI . ISSUES AND POSITIONS 

oual ity ot Strvict 

ISSUE 1: Is the quality of service adequate? 

UNITED 'S POSITION: United consistently achieves or exceeds 
Commission service standards and requirements. The Company • s 
internal measurements of service quality, as well as its periodic 
service reports to the Commission and the Commission's own 
complaint records all demonstrate that the Company is providi ng 
excellent service to i ts c us tomers . (Mr . Salyer) 

AT&T'S POSITION: AT&T has no position on this issue at this time . 

FGTA'S POSITION: No position at this time. 

FPTA 'S POSITION: No position at this time. 

OPC'S POSITION: United's Schedule 11 reports provided to t he 
Commission show that i~ is providing a good quality of service by 
those measurements. However, the company has been unres ponsive to 
a number of customers complaints. In addition , in at least one 
major incident the company added hundreds of services to customer 
bills without first c ontacti ng the customers, and the company was 
slow taking corrective measures. Further, customers voiced serious 
concerns about United's quality of service at the public hearing 
held in Ft. Myers. These occurrence s should be considered in 
addition to the statistics shown in United's r eport t o the 
Commission. (Pouc her). 

STAFF POSITION: Yes. The level of service provided by United is 
satisfactory. 

ISSUE la: Should the Commission require United to provide distinct 
intercept recordings for vacation disconnect, non-pay 
disconnects, and regular disconnects? 

UNITED 'S POSITION : United is in full compliance wi~h existing 
Commission rules regarding intercept. If and when the Commission 
changes it rule, United will change its practices to comply . 
United should not be required to offer services that are: 

a) not provided for by Rule 25-4.074 
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b) intended to reveal that customers are on extended stays 
away from their homes 

c) i ntended to reveal that certain customers were unable to 
meet financial obligations 

(Mr. Salyer) 

AT&T'S POSITION: AT&T has no position on this issue at this time. 

FCTA ' S POSITION : No position at this time. 

FPTA ' S POSIIION: No position at this time. 

OPC'S POSITION: No position at this time. 

STAFF ' S POSITION: Yes. The recommendation is for separate and 
more informative recordings for vacation d i sconnect, non-pay 
disconnects, and regular disconnects. Recordings should be the 
ones t .he Bell Blue Book, which is the i ndustry standard, 
recomme nds. 

ISSUE l b : Should Unite be required to provide a separate and 
distinct service order audit trail to distinguish 
appointments that are required to perform regulated work 
when the order contains both regulated and nonregulated 
work? 

UNITED ' S POSITION : During the 1990 service evaluation , the FPSC 
requested that United implement an audit trail to distinguish when 
an access appointment (as defined under rule 25-4.0770) to perform 
non-regulated work was required. 

In its final report, the Commission Staff recommended that 
United develop a means of implementing a service order audit trail , 
to include access appointments when access to the customer ' s 
premises was required to perform both regulated anu non-regulated 
work. United immediately initiated a request to modify the service 
order system. The requested changes have been complet e:J and 
procedures were issued to field personnel in January, 1992. Our 
service order system will now provide an audit trail when an access 
appointment is made to perform regulAted and non-regulated work. 
(Mr. Salyer) 

AT&T ' S POSITION: AT&T has no position on this issue at this time . 

FC1A ' S POSITION: No position at this time. 
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F?TA ' S POSITION: No position at this time . 

OPC ' S POSITION : No position at this time. 

STAFF 'S POSITION: Yes. United has agree d to do this and reported 

that it has been implecented . 

Rate Base 

ISSOB 2: Is the test year ended J une 30, 1993 an appropriate test 
year? 

UNITED ' S POSITION: Yes. The test year ended June 30 , 1993 is an 
appropriate test year for a number of reasons . First, it 

represents the full impact of new depreciation rates to be granted 

by the Commission . United filed a requested represcription of 
depreciation rates on June 27 , 1991. United's request, if approved 

as filed , will i ncrease the Company's intrastate depreciation 
expense by an estimated $16.6 million on an annual basis effective 

J u ly 1 , 1992. To have an opportunity to recover this cost, the 
rate proceeding must recognize the full impact of the increased 
expense. Since Uni ced has requested an effective date for the 

depreciation represcripti on of July 1, 1992, that date is the 
appropriate starting point. 

Additionally, this test year is representative of future 
conditions because it will include recognition of other significant 

cost changes that will impact United on a going forward basis. One 

important new cost which is not reflected in current rates but 

which will s ubstantially affect United is aligned with the adoption 
of SFAS 106 dealing with recognition of postretirement heal t hcare 
benefits. Also, this test year is appropriate and representative 

because it will reflect investment, revenues and expenses as of the 
time when new rates will go i nto effect . 

The test year ended June 30, 1993 was determined appropriate 

by the Commission and confirmed in Order No. 25484, issued December 
17, 1991. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position on this issue at this time . 

FCTA'S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time . 
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OPC ' S POSITION: No. The forecast used by United for the test year 
was prepared 8 months before the beginning of the test year. The 
test year therefore spans a period of from 8 to 20 months after the 
forecast . Reviewing similar comparative periods in the past shows 
that the company regularly overprojects operating expense by huge 
amounts. For 1989 the company over projected expense by $15.6 
million dollars; for 1990 the company over projected its operating 
expense by $8.6 million dollars; and for 1991 the company over 
projected its operating expense by $26.6 million dollars. 

Ratepayers s hould not be asked to bear the risk of such 
unreliable projections. The test year is inappropriate because the 
company does not accurately project its expenses.(Dc Ward). 

STAFF ' S POSITION : Yes. The test year ended June JO, 1993 i s an 
appropriate test year. 

ISSUE 3: Are UTF ' s forecasts of access lines, toll messages, and 
minutes-of-use reasonable? 

UNITED ' S POSITION: Yes, the forecasts of access lines, toll 
messages and minutes-cf-use are reasonable. These forecasts were 
based upon analysis of historical data and take into account 
quantifiable economic conditions a nd any other known and 
quantifiable future events. Minor adjustments have been made to 
the minutes of use forecast to recognize the impact of shifts 
between intraLATA toll messages and interLATA access minutes. The 
related revenue developed from these forecasts is contained in Mr. 
McRae ' s Exhibit RDM-J, Schedule 1, page 1 of 2 and MFR B-5b with 
modifications as disclosed in Mr. McRae's rebuttal testimony and 
included in his revised Exhibit RDM-7 . (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position on this issue at this t1me. 

FCTA'S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time . 

OPC ' S POSITION: No position at this time. 

STAFF ' S POSITION: Staff's preliminary position is that UTF's 
forecast for access line, toll messages, and minutes-of-use appear 
reasonable, pending further analysis of the 1st Quarter, 1992 
actual residential and business access line gain information , the 
impact of toll-to-local conversions on the toll message forecast, 
and the development of access minutes-of-use for Feature Group 0 1+ 
a nd 0+0- intraLATA access services. 
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ISSUE 4: What is the appropriate amount or plant i n serv ice for 
the test year? 

UNITED'S POSITION: The appropriate amount of intrastate plant in 
service for the test year is $1,637, 508 , 810 as s hown on MFR 
schedule A-2d and as reflected on Exhibit RDM-7, Schedule No. 2, of 
Mr. McRae's testimony . (Mr. McRae) 

AT&T ' S PQSITION : AT&T has no position at this time. 

FCTA 'S POSITION: No position at t~is t ime . 

FPTA ' S POSITION: No posit ion at this time . 

OPC 'S POSITION: Eac h of the adjustments proposed by the Citizens 
leads to the resulting calculations requested in this issue . 

STAFF 'S POSI TION : Since this is a fa ll-out issue , the amount can 
not be determined at this time. 

ISSUE 4a: What adjustme nt should be made to rate base to reflect 
uneconomic 1nvestments , if any , in outside plant 
construction? 

UNITEP 'S POSITI ON: None. United does not have any uneconomic 
investments in outside plant construction . 

United's planning policies are based on the use of sound 
engineering economic studies before proceeding with any new 
investments. Each case is studied on an i ndividual basis to 
determine the most economic course of action. Nume rous studies are 
on file which show Uni ted's use of prudent economic engineer i ng 
planning policies. 

Before embarking on the use of new technology, United performs 
trials o f the ne w technology to familiarize itself with the new 
technology and to determine any operational or e ngineer i ng issues 
that might exist. In the case of fiber in the d istribution , for 
example , we i ntend to conduct a trial of fiber-to-the-curb 
t echnology. Fiber-to-the-curb t echnology will be the most cost 
effective means o f initially i.mplementing fiber in the 
dist ribution. United has developed a target price that, on a trial 
basis only, i t would be willing to pay. The benefits to United i n 
terms of the information , knowle dge , and necessary experience 
gained i n dealing with this new t echnology would have a value in 
excess of any additional cost that might be incurred . Of course , 
United would negotiate with the vendor for the trial in order to 
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rn1n1m1ze the risk associated with any of United's one time 
expenditures for the trial . 

United has projected that the cost of fiber-to-the-curb for 
new growth will be equal to that of copper in the 1993-1994 time 
f rame. In our budget for 1994 and beyond, we have budgeted that 
fiber-to-the-curb would be equal to the cost of the copper 
solution. In 1993, United budgeted placing 10\ of its increase in 
new working lines on fiber optic distribution to the curb at a 20\ 
f irst cost penalty relative to copper . This penalty is prudent 
because it avoids investing in antiquated copper distribution plant 
and allows United to gain experience essential in dealing with the 
ramp-up of the new cost effective fiber-to-the-curb dis tribution 
plant which will occur s hortly thereafter. (Mr. Brennan) 

hi&T 'S POSITION: AT&T has no position on this issue at this time. 

FCTA ' S POSITION: No position at t his time . 

FPTA 'S POSITION: No position at this time . 

OPC ' S POSITION: An adjustment of least $5,427,460 should be made 
to the test year plant in ~ervice to reflect uneconomic investment 
in fiber optics. This amount is merely the t i p of an iceberg and 
shows that · he company's fiber optic strategy is already exacting 
a price from customers. (Poucher) . 

STAFF ' S POSITION : No position at this time. 

ISSUE 4b : What adjustment, if any, s hould be made to rate base to 
reflect credits from Northern Telecom for volume 
purchases? 

UNITED'S POSITION: None. United's construction budget is based on 
discounts contained in the Volume Purchase Agreement (VPA) with 
Northern Telecom (NTI). The VPA is based on projected annual 
purchase volumes for the entire Sprint Corporat ion with a threshold 
that far exceeds the amount of purchases the Company would incur o n 
its own. If in any year the total purchases by Sprint exceed the 
projected volume on which the VPA is based, a credit is received by 
Sprint from NTI . Sprint allocates this credit to each United 
operating unit based on their individual contribution toward the 
total purchase volume . The credit is and must be used toward 
reducing the cost of purchases made in the year the credit is 
received. 
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In 1991 United was allocated a credit of $671,382 to be 
applied towards purchases to be made in 1991 and the credit was 
recognized in the Budget for the year 1991. 

Because the total Sprint Corporation credit is based on actual 
purchases of the entire Sprint Corporation, United has no means of 
knowing if any credits will be recei ved in the future. A 
sufficient pattern of experience is not available to support any 
generalization that there will be a volume credit received every 
year, let alone that any future volume credit will match what was 
received in 1991 . (Mr . McRae) 

AT&T'S POSITION: AT&T has no position on this issue at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: Rate base should reduce by $516,964 to reflect the 
normal expecta tion of payme nts that would be made for volume 
purchases. 

STAFF'S POSITION: 
analysis. 

No position at this time pending further 

ISSUE 5: What is the appropriate amount of depreciation reserve 
for the test year? 

UNITEP ' S POSITION: The appropriate amount of i ntrastate 
depreciation reserve for the test year is $665,719,353 as shown on 
MPR schedule A- 2d and as reflected on Exhibit RDM-7 , Schedule No. 
2, of Mr. McRae's testimony. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position on this issue at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time . 

OPC ' S POSITION: The adjustments to depreciation contained in the 
tes timony of William Page Montgomery in Docket No. 910725-TL lead 
to the resulting calculation requested in this issue.(Poucher). 

STAFF 'S POSITION: No position at this time. 
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ISSUE 5a: What adjustment should be made to the depreciation 
reserve to reflect new depreciation rates and recovery 
schedules as approved in Docket No. 910725-TL? 

UHITEP ' S POSITION : The intrastate depreciation reserve as 
reflect ed on HFR schedule A-2d includes the impacts of new 
depreciation rates and recovery schedules proposed in United ' s 1991 
Depreciation Study Update, dated November, 1991 . Adjustments 
should be made as necessary based upon the decisions reached in 
Docket No . 910725- TL . (Hr. McRae) 

AT&T'S POSITION: AT&T has no position on this issue at this time. 

FCTA'S POSITION : No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: The adjustments to depreciation contained in the 
testimony of William Page Mont gomery i n Docket No. 910725-TL lead 
to the resulting calculation requested in this 
issue. (Poucher). 

STAFF ' S POSITION : No posi tion at this time pending the Commission 
decision in Docket No. 910725-TL scheduled for a June 8 , 1992 
Age nda. 

ISSUE 6 : What is the appropriate amount of construction work in 
progress for the test year ? 

YNITEP ' S POSITI ON: The appropriate amount of i ntrastate 
construction work in progress , telephone plant under construction 
(TPUC) , to be included in the test year rate base (i.e . , short term 
TPUC) is $12,078,360 as shown on MFR Schedule A-2d and as reflected 
on Exhibit RDM-7, Schedule No. 2, of Mr . McRae ' s testimony . (Mr . 
McRae) 

AT&T ' S POSITION: AT&T has no position on this issue at this time . 

FCTA ' S POSITION: No posit ion at this time. 

FPIA ' S POSITION: No position at this time . 

OPC ' S POSITION: Each of the adj ustment s proposed by the Citizens 
leads to resulting calculation requested in this issue. 

STAFF ' S POSITION: No position at this time, however, staff is no t 
aware of a ny pending adjustment at this time. 
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ISSUE 7: What is the appropriate amount of property held for 
f uture use for the t est year? 

UNITED 'S POSIIION: The appropriate amount of i ntrastate property 

held for future use to be included in the test year rate base is 
$43,506 as shown on MFR Schedule A-2d and as reflected on Exhibit 
RDM-7, Schedule No. 2, of Mr . McRae ' s testimony. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position o n this issue a t this time . 

FCIA ' S POSITION: No position at tnis time . 

FPTA ' S POSITION : No position at this t ime . 

OPC ' S POSITION: Each of the adjustments proposed by the Citizens 

leads t o resulting calculation r equested in issue . 

STAFF ' S POSITION: The appropriate amount of property he ld for 
f uture use for the test year is $4 4, 000 as filed . 

ISSUE a: What is the appropriate amount of working capital 
allowance for the test year? 

UNITED ' S POSITION: Th e appropriate amount of intrastate working 

capital allowance to be i ncluded in the test year rate base is 
$11,352 , 29 :J as shown on MFR Schedule A-2d and as reflected on 

Exhibi t ROM-7, Schedule No. 2 , of Mr. McRae ' s testimony . (Mr. 

McRae) 

AT&T ' S POSITION : AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time . 

FPTA ' S POSITION : No position at this time . 

OPC ' S POSITION: Each of the adjustments proposed by the Citizens 
leads to result i ng calculation request ed in issue. 

STAFF ' S POSITION: No position a t this time pe nding the result in 
Issue Sa. 
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ISSUE ea: Does the company maintain an appropriate balance of plug­
in units ? 

UNITED 'S POSITION: Yes, the Company does maintain and manage a n 
appropriate balance of plug-in units to meet the normal growth 
demand, to provide service replacement units a nd to s upport the 
central office line reuse program . 

In 1991, a major effort was made t o increase central office 
line utilization and recover host lines that h ave been idled by the 
deployment of d istributed switches. These plug-in line cards are 
returned to inventory and then r eusad to supply growth to t he many 
new and existing s witch sites. 

The Alcatel 1210 plug-in line card inventory represents 54 % of 
the total line card i nventory dollars. This equipment has b een 
discontinued by the ~anufacturer and we have maintained an 
i nventory level to support th existing fifty-six 1210 s wi tching 
sites and over 270,000 working lines. Th is e q uipment will be 
phased out of service by year e nd 1999 , howe ve r in the meantime it 
is appropriate that we provision the growth with our i nventory 
stock . (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION : No position at this time . 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION : No position at this time . 

STAFF ' S POSITION: No . Un i t ed maintains a n inve ntory in excess of 
units required to ha ndle normal growth and maintenance. 

ISSUE ?: What is the appropriate amount of rate base f or the test 
yea r ? 

UNITED'S POSITION: The appropriate i ntrastate t est yea r rate 
base is $995 , 262 , 622 as shown on HPR Sch edule A-2d and as re~lected 
on Exhibit RDM-7, Schedule No . 2 , of Mr. McRae ' s t estimony. (Mr. 
McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time . 

FPTA'S POSITION : No position at this time . 
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OPC'S POSITION: Each of the adjustments proposed by the Citizens 

leads to resulting calculation requested in issue . 

STAFF ' S POSITION: Since this is a fall-out issue, the amount can 
not be determined at this time. 

Cost of Capital 

ISSUE 10: Does the affiliation between United Telephone Company of 
Florida (UTF) and its parent company United 
Telecommunications, I nc . (U7I) adversely affect the cost 
of debt and equity of UTF? If so, how should this be 
treated? 

UNITED 'S POSITION: No, United's affiliation with UTI does not have 
an adverse affect on United's cost of debt and equity . The 

determination of the cost of common equity in this case is based 

upon the Commission's evaluation of the risks of United's common 
equity investment in intrastate regulated operations . The 
recommendations made by Or. Linke and Mr. Parcell apply to United 

and its operations and risks rather than those of UTI . The cost of 
equity determined in this case should , therefore, not be affected 

either positively or negatively by United's affiliation with UTI. 

The cost of debt to United is also not adversely affected by 

its affiliation with UTI. United ' s bond ratings, on average, are 

higher today than the bond ratings of the three compan ies (Inter­

County Telephone, Florida Telephone and Winter Park Telephone) 

which now make up United were at the time they were acquired by 

UTI. In addition the bond ratings, on average , are higher today 
than they were whe n United, in its present structure, was formed in 

1983. Affiliation with UTI has, therefore, certainly not had an 

adverse affect on United's cost of debt . (Dr. Linke, Mr. Coyle and 
Mr. McRae) 

AT&T'S POSITION : AT&T has no position at this time. 

FCTA'S POSITION : No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: Yes, it does adversely affect the cost of debt and 
equity of United Telephone Company of Florida. United Telephone 
Company of Florida would likely have a debt rating of AA (rather 

than A) had it not been a ffected by the parent United 
Telecommunications, Inc., substantial debt service requirements and 
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the relatively h i gh business risk stemming from ownership of long 
distant carrier US SPRINT. To recognize the adverse effect of the 
parent on the operating telephone company's cost of debt and 
equity, the Commission should use the lower portion of the range 
otherwise indicated for United Telephone Company of Florida's 
authorized return on eqyity. (Parcell). 

STAFF ' S POSITION: No position at this time. 

ISSUE 11: What is the appropriate cost of common equity for the 
test year? 

UNITED ' S POSITION : The cost of common equity i s 1 J .95\ as 
established in the prefiled direct testimony of 
Or . Linke. (Dr . Linke) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time . 

F?TA ' S POSITION: No position at this time. 

OPC ' S POSITION: 11.5\ (Parcell) . 

STAff ' S POSITION: No position at this time. 

ISSUE 12: Is UTE's proposed test year equity ratio prudent and 
reasonable? If not, how should this be treated? 

UNITED'S POSITION : Yes. United ' s test year equity ratio is 
prudent and reasonable for a rapidly growing company in a capita l 
intensive industry with an obligation to serve the public . The 
testimonies of Dr. Linke and Mr. Parcell reflect that the Company's 
equity ratio is consistent with t .he regional Bell holding companies 
(see page 23 of Dr. Linke ' s prefiled testimony) and the independent 
telephone operating companies (see Schedule 5 of Mr. Parcell ' s 
exhibit). (Mr. McRae and Mr. Coyle) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: No , United Telephone Company of Florida has an 
excessive amount of common equity. An adjustment t o the cost of 
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common equity should be made to reflect the lower level of 
financial risk associated with the high equi ty ratio. (Parcell). 

STAFF'S POSITION: No position at this time. 

ISSUE 13: What is the appropriate cost of short term debt for the 
test year? 

This issue has been stipulated to by United, 
OPC, and Staff, without objection from any 
other party as follows: 

The appropriate cost of short term debt f or 
the test year is 7.08t . 

ISSUE 14: If the commission accepts United's parent company debt 
adjustment , should the Commission also apply a double 
leverage capital adjustment utiliz ing United Telcom' s 
1983 consolidated capital structure and c ost rates? 

UNITED 'S POSITION : No . It is United ' s pos i tion that no parent 
debt adjustment should be made in this case at all. Making such an 
adjustment unfairly penalizes United for being part of a holding 
company and it allows changes to the Company ' s revenue requirement 
in spite of the fact that there have been no changes in the 
parent's common equity investment in the Company. 

If the Commission is to maka this type of adjustment , however, 
it should do so i n the most realistic manner possible. The parent 
debt adjustment proposed in this case more acc urately and fairly 
represents the parent debt which could, in fact, have been investe d 
in the equity of United. 

The appropriate capital structure to use in this case is an 
entirely separate issue. The United capital struct ure is prudent 
and reasonable for an independent telephone operating compa ny 
serving in a rapidly growing area. In addition, use of t he ' Jnite d 
capital structure is consistent with the Commission ' s practi ce in 
past United cases and the cases of other independent telephone 
companies. (Mr. McRae and Mr. Coyle) 

AT&T ' S POSITION: AT&T ha s no position at this time. 

FCIA ' S POSITION : No position at this time . 
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FPTA ' S POSITION : No position at this time. 

OPC ' s POSITION: The Commission s hould not apply the parent company 
debt adjustment proposed by Un ited Telephone Company of Florida 
based on United Telecom's debt at 1984. Such a procedure would a 
implicitly assume it is possible to trace or color code dollars. 
However, if a procedure were used t o trace f unds , the Commission 
should use a double leverage capital adjustment utilizing Un ited 
Telecom's 1983 consolidated capital structure and cost rates to 
determine Unit ed Telephone Company of Florida • s cost of common 
equity. (Parcell). 

STAFF ' S POSITION : No position at this time. 

ISSUE 15: What is the appropriate amount of deferred income taxes 
to be i ncluded in the capital structure for the test year 
after reconciliation? 

UNITEP ' S POSITION : The appropriate 12-month average balance of 
intrastate t est year deferred income taxes is $137,864, ooo as 
reflected on Exhibit RDM-7, Schedule No. 3 , of Mr. McRae 's 
testimony. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC 'S POSITION: Each of the adjustments proposed by the Citizens 
l eads to the resulting calculation requested in this issue. 

STAFF'S POSITION: No position at this time. 

ISSUE 15a: How should the Commission treat deferred inc ome 
taxes associated with the adjustment taken by UTF 
for overearnings in 1988 and 1989? 

UNITED ' S POSITION : Deferred taxes associated with the additional 
depreciat ion expe nse recorded in 1991 to recognize both the 
commi ssion' s order with respect to 1988 and 1989 earnings (Order 
No . 25007) and with respect to t he parent debt adjustment (Order 
No. 24942) should be treated in the same fash ion as any other 
deferred t axes , i.e., as a component of cost free capital . 
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The amount of depreciation expense ordered to be recorded 
represented the amount of net operating income which the Commission 
concluded was in excess of our authorized rate of return expanded 
by approximately 63% to an amount which represented revenue 
requirement s. Such expansion is made to recognize the income tax 
impact of d ecreased revenues, if a refund were made, or i ncreased 
expenses in the case of requiring depreciation to be charged for a 
similar amount. To recognize the rate base decrease of the 
expanded amount (whether decreased working capital as a result of 
a cash refund or decreased net plant as a result of additional 
depreciation) without also recognizing the impact on income taxes 
is tot ally illogical. If the Commission did not wish there to be 
a n impact on either current income taxes payable (refund) or 
accumulated deferred income taxes (additional deprec iation) then 
the amount to be recorded should not have been expanded to cover 
such tax implications. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION : The d~preciation charge taken from 1988 and 1989 
overearnings did not affect tax depreciation and thus created a tax 
timing difference . The tax timing diffe rence resulted in a charge 
to deferred i ncome tax liability, or a reduction of the accumulated 
deferred income taxes. In this case, however, the deferred income 
tax c harge offsets the cost free income tax liability , thus denying 
ratepayers the full benefit of the depreciation charge. The 
Commission s hould increase deferred income taxes by removing the 13 
month average of the deferred tax debit associated with the 
depreciation recorded by the company for the 1988 and 1989 
overearnings. (DeWard) . 

STAFF 'S POSITION: No position at this time. 

ISSUE 15b: How should the Commission treat deferred income 
taxes associated with the adjustment taken ~y UTF 
for its parent company debt res ulting from UTF's 
last rate case? 

UNITED ' S POSITION: Same response as noted at Issue 15a. 
(Mr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 
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FCTA'S POSITION: No position at this time. 

F?TA ' S POSITION: No position at this time. 

OPC'S POSITION: 
be made with 
overearnings. 

The same adjustment should be made here as should 
the respect to the 1988 and 1989 company 

(DeWard) . 

STAFF 'S POSITION: No position at this time. 

ISSUE 16: What is the appropriate amount of Investment Tax CreditB 
and its associated cost to be included in the capital 
structure for the test year after reconcilia tion? 

UNITED'S POSITION : The appropriate 12-month average balance of 
intrastate test year accumulated deferred ITC is $18,398,000. The 
appropriate cost rate, as developed and reflected on Mr. McRae's 
Exhibit RDM-7, Schedule 3, is 12.24\ . (Mr . McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

F?TA'S POSITION : No position at this time. 

OPC'S POSITION : Each of the adjustments proposed by the Citizens 
leads to the resulting calculation requested in this issue. 

STAFF 'S POSITION: No position at this time . 

ISSUE 17: How should UTLD and other non-regulated investments be 
removed from the capital structure i n rate base and 
capit 1 structure reconciliation? 

UNITED'S POSITION: The Company's investment in UTLD and other 
non-regulated operations should be removed from the capital 
structure pro-rata from all types of investor supplied capital as 
noted at pages 48 and 49 of Mr. McRae' s direct testimony. None of 
the Company's assets are financed or otherwise aligned with 
specific sources of capital, with all assets financed in a manner 
consistent with tho Company's overall capital structure objective. 

A large part of the non-regulated invostment represents eithe r 
customer premise equipment, which prior to 1988 was r egulated and 
therefore considered to have been financed through all sources of 
capital, or an apportionment of general support assets whereby over 
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96\ of the asset remains on the regulated books with the balance 
apportioned to the non-regulated balance sheet. There is no 
question that the major portion of a given asset which remains on 
the regulated books is considered financed by all sources of 
capital while there is a suggestion that the minor apportionment to 
non-regulated was financed totally through common equity. It is 
illogical to assume that once the asset crosses a line from 
regulated to non-regulated that the company refinances that asset 
totally through an i nfusion of equity. It is also illogical to 
assume that a single asset is financed 96\ through all sourc~s of 
capital and 4\ through equity alone. The capital supporting the 
assets did not change just because their regulatory status did. 

Eliminating non-regulated investment pro-rata more closely 
reflects the manner in which other companies operat i ng in the long 
distance and CPE industries are actually financed rather than 
reflecting total equity financing as suggested by the Commission in 
the Company's most recent rate order. Studies presented in Mr. 
McRae's testimony i ndicate that United has less leverage than the 
average companies in the long distance and CPE industries. 
Assuming United's non-regulated businesses are financed totally 
with common equity is unsupported and inconsistent with fin~ncial 
logic and practice. It also results in an inappropriate 
subsidization of regulaced operations by non-regulated activities. 
(Mr . McR:~e) 

AT&T ' S POSITIO~: AT&T has no posit ion at this time . 

FCTA ' S POSITION: No position at this time. 

F?TA ' S POSITION: No posit~on at this time. 

OPC ' S POSITION: UTLD and other non-regulated inve s t ments should be 
removed from equity. 

STAff ' S POSITION: No position at this time. 

ISSUE 18: What is the weighted average cost of capital including 
the proper components , amounts, and cost rates associated 
with the capital structure for the test year? 

UNITED ' S POSITION: The weighted average cost of capital is 
10.37% as shown on MFR Schedule 0-1 and as reflected in Exhibit 
RDM-7 , Schedule 3 , of the testimony o f Mr. McRae. The proper 
components, amounts and cost rates are as follows: 
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Intrastate Percent 
Adiusted of Tota l 

Short Term Debt $ ::n 1 828 3 . 20\ 
Long Term Debt 292,080 29.35 
Common Equity 503,923 50 . 63 
Preferred Stock 6 ,772 . 68 
customer Deposits 4,398 .44 
Job Development 

Investment Credits 18 , 398 1.85 
Cost Free Capital 137 . 864 13.85 

Total $ 995 ,263 100.00\ 

(Mr . McRae) 

~I&I ' Ii fQiiiilQH : AT&T has no position at this 

;ECT~ ' S POSITION : No position at this time. 

FPT~ ' S PO§IIIQH : No position at this time. 

Cost Weighte d 
~ Cos t Ra te 

7.08\ .23\ 
9.39 2 . 76 

13.95 7 . 06 
7.61 .()5 
8.30 .04 

12.24 . 23 

10.37\ 

time . 

OPC'S POSliiQH: Each of the adj ustments proposed by the Citizens 
l eads to the r esulting calculation requested in this issue . 

STAFF'S POSlilQH : No position at this time . 

Net Operating Income 

ISSUE 19: Are any of the company' s forecasted billing units 
inappropriate? 

PNIIEP 'S PQSIIlQH : Yes. With the adjustments to billing units to 
reflect the changes identified i n Mr . McRae ' s rebuttal t estimony, 
the billing units in t he revised test year E-la schedule filed 
April 3 are appropriate. (Mr . Poag) 

AI&T ' S POSITIQH : AT&T hds no position at this time. 

FCTA ' S PQSIIIQH: No position t th i s time . 

FPTA' S POSlilQH : No position at this time . 
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OPC ' S POSITION: The Company incorrectly forecasts the number of 
massages expected from the $.25 plan for calls between Kissimmee 
and Orlando. 

STAFF ' S POSITION: Based on Staff's preliminary analysis, some 
adjustments may be warranted in the areas of Custom Calling 
Features, ExpressTouch , ABC, and Special Access . In additi on, 
Staff ' s findings in Issue 3 will affect the conclusions in Issue 
19. 

ISSUE 20 : What is the appropriate amount of operati ng revenue for 
the test year? 

UNITED ' S POSITION: With consideration given to the adjustments 
reflected in Mr . McRae's rebuttal testimony, the appropriate test 
year intrastate operating revenues are $511,303,000 as r e flected on 
Exhibit RDM-7, Schedule No. 4, page 2 of 2 of Mr. McRae ' s r e buttal 
testimony . (Mr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No posi~ion at this time. 

OPC 'S POSITION: Each of the adjustments proposed by t he Citizens 
leads to the resulting calculation requested in this issue . 

STAFF ' S POSITION: Since this is a fall-out issue , the amount can 
not be determined at this time. 

ISSUE 20a: Are all of the revenues from significant tariff 
revisions or planned tariff filings appropriately 
reflected in the test year? 

UNITED ' S POSITION: Yes. (Mr. Poag) 

AT&T'S POSITION: AT&T has no pos ition at this time. 

FCTA'S POSITION: No position at this time. 

fPIA 'S PQSIIIQt!: No position at this time . 

QPC'S POSITION: No. The Commission should make an adjustment of 
$369,582.00 to reflect the Commission's decision packaging certain 
calling features set forth in Docket No. 920098-TL. (DeWard). 



-

ORDER NO. PSC-92-0181-PCO-TL 
DOCKET NO. 910980-TL 
PAGE 31 

STAFF'S POSITION: No position at this time. 

ISSUE 20b: Should an adjustment be made to test year estimates 
of revenue? 

UNITED'S POSITION: Adjustments to the test year revenues have 
been made and are reflected on Exhibit RDM-7, Schedule No. 4, page 

2 of 2 of Mr. McRae's rebuttal testimony. No further adjustments 
should be made to test year revenues. (Mr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

f ?TA 'S POSITION: No position at this time . 

OPC ' S POSITION: No position at this time . 

STAFF'S POSITION: No position at thie time. 

ISSUE 200: Should the Commission consider increased revenues 
due to r e grouping of the Bonita Springs and Lady 
Lake exchanges as part of the test year i ncome? 

UNITED'S POSITION: No. These regroupi ngs will occur after the 
test year. If the Commission were to include these revenues in the 

rate setting process, the rates established wou l d be lower than the 

rates necessary to meet the test year revenue requirement. (Mr. 

McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time . 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION : Yes, this rate increase would occur without any 

s ignificant expense on the part of the company . An additional 

$301,255 .00 of revenue should be recognized . (Pouc h e r) . 

STAFF'S POSITION: No position at this time. 
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ISSUE 204: In Docket No. 890505-TL , Special Access Phase II 
rate increases were implemented effective January 
16, 1992, with a projected additional annual 
increase of $1,561,923. United proposes that the 
January 16, 1992, through July 1 , 1992 special 
access revenue i ncrease be offset with $1 ,601,044 
in Commission ordered and approved annual r ate 
reductions . The i ncrease a nd the reductions were 
identified and quantif ied in Un ited ' s Oc tober 15, 
1991 letter to the Commission. Should United 1 s 
offset proposa l be approved? 

UNITED 1 S POSITION : Yes . As i ndicated in United 1 s Octobe r 15, 
1991, letter, "United will soon incur (or in some cases , has 
a lready incurred) annud l revenue losses totalling $1,601,044 which 
exceeds the reve nue gain from (Speci al Access) Phase II. " A 
portion of both the revenue increase a nd the offsetting r e ve nue 
losses occurred prior to July 1 , 1992, whic h is the beginning of 
United ' s rate case test year, and thus, is not included in the rate 
case . Shown be low is a recap of the rate reductions identified a nd 
quantified in the October 15 letter . I t is United ' s position that 
the portion of the revenue losses that occurred prior to J uly 1, 
1992 , should be c onsidered offsets for the port ion of the r e ve nue 
l osses that occ urred pr~or to July 1 , 1992 , should be considered 
offsets f or the portion of the Special Access Phase II revenue 
inc rease chat occurred prior to July 1 , 1992 

Revenue Reductions 

(Mr. 

FX Restructure - effective 2 / 10/92 - $673, 000 annual loss 
TeleSaver introduction - effe ctive 9/18/91 - $471 , 028 annual 
loss 
Clermont EAS - effective 12/15 /91 - $214, 342 annual loss 
IntraEAEA Compensation Phase-Out - effective 3/5/91 through 
1 /1/92 - $123,641 annual loss 
IntraLATA BHMOC Rate Reduction - effective 9/1/91 - $118,993 
a nnual loss. 

Total Annual Revenue Reduction: $1,601,044 

Poa g) 

AI&I ' S fQSIIlQl'f : No position at t h is time . 

f~A ' S PQSIIIQl'f : No position at this time . 

FPTA 1 ~ fQSIIIQl'f : No position at this t ime . 
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OPC ' S POSITION: The effect of the special access rate increase 
should be considere d in the test year. The Commission has no 
jurisdiction to consider the increased revenues received by the 
Company prior to July 1, 1992, because the Commission did not place 
revenues subject to refund when approving this rate i ncrease . 

STAff'S POSITION: No position at this t ime. 

ISSUE 21: What is the appropriate amount of O&M e xpense for the 
test year? 

VNITEP ' S POSITION: The appropriate amount of intrastate test 
year operating and maintenance expense is $ 277 ,589,000 dS reflecte d 
on Exhi bit RDM-7, Schedule No. 4, page 2 of 2 of Mr. Mc Rae's 
rebuttal testimony . In addition, had a revised MFR Schedu le C-4h, 
Operation and Maintenance Expense Check Calculati on, been filed to 
include t he changes presented in Mr. McRae's rebuttal testimony the 
analysis would show that the requested total company test year O&M 
expense is $61,058,000 less than the benchmark amount. Through 
ga i ns in productivity and efficiencies, the Company's O&M expenses 
in the t est year are projected to grow l ess tha n one-half as fast 
as inflation and access l ine growth from the base year . (Mr . 
McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' O POSITION: No posit ion at this t ime . 

FPTA'S POSITION: No posi tion at this t ime . 

OPC ' S POSITION : The appropriate amount of O&H expense in the t est 
year is determined by making each of the adjustment~ s ho wn by the 
Citizens in response to the other issues in this case . 

STAFF ' S POSITION : The appropr iate amount o f O&M expense for the 
test year is as f i led in MFR Schedule C-1a plus any appr opriate 
adj us tments made in the series of s ubissues 21 , and Issues 22 and 
23. 

ISSUE 21a: Should an adjustment be made to t est per iod 
estimates of expense to reflec t UTF ' s experience of 
a c tual versus budgeted expense leve l s? 

VNITEP ' S POSITION: No adjustments s hould be made to the t est 
period expenses just because o f United's current actual res ults . 
Budgeted expenses are a series of future expectations based upon 
informed judgements as to timing, load and costs , any one of which 
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could cause a deviation at a particular point in time and then 
subsequently catch up at the next point where the actual versus 
budget measurement takes place . 

The fundamental basis of test period expenses is the forecas t 
of access lines . Un ited has not changed its forecast of test 
period access lines. United believes that the forecast of test 
period access lines are reasonable and consequentially no 
adjustment to test period expenses should be made. However, if 
adjustments to test year expenses should be made, they should be 
based on fact, not on the presumption that past events will repeat 
themselves in the aggregate. (Hr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA' S POSITION : No p osition at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: Yes. Year after year the company has over 
projected expenses whe n comparing projected versus actual expenses 
for time periods similar to the time periods preceding the 
company ' s projection of the test year in this case. For example, 
i n 1989 budgeted expenses exceeded actual expenditures by $15.6 
million dollars; in 1990 by $8.6 million dollars; and in 1999 by 
$26.6 million dollars. In 1991 there was actually a slight 
decrease in operating expenses compared to 1990. The Commission 
s hould allow increases of operating expense after 1991 at no more 
than a 4% compounded annual rate. This results in a adjustment to 
the company ' s projection of expenses of $19 . 3 million dollars . 
(DeWard). 

STAFF ' S POSITION: No position at this time pending analysis of the 
intervenor ' s testimony. 

ISSUE 21b : Is the Company's accounting treatment regarding the 
initial placements of software appropriate? 

UNITEQ ' S POSITION : Yes. The company has long held the position 
that initial operating software (i.e . , systems software, or 
firmware, which is inherent in every system to control the 
operation of the central processors and peripheral microprocessors) 
is to be capitalized while application software (the g eneric 
programs for features , administrative access and maintenance 
access) is to be expensed . Right to use fees fall in this latter 
category of software costs. The Company ' s position was affirmed by 
the FCC in 1986 when it released the new Uniform System of Accounts 
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(USOA) under Part 32 of its rules and regulations where i t is 
stated the following: 

"32.2000(1) Ac counting for software: The original cost 
of initial operating s ystem software for computers shall 
be classified to the same account as the associated 
hardware whether acquired separately or in con j unction 
with the associated hardware." 

The FCC Accounting and Audits Division establ ished t he 
Responsible Accounting Officers (RAO) letters as the method to 
disseminate the official i nterpretations of the Part 32 rules. In 
July 1987, as companies were pre paring for the 1- 1-88 
implementation of t he new USOA, the FCC released RAO Letter 7 
which, at item 8 , addressed the question : "What is the 
expense/capitalization policy for software for networ k operations?" 
Their response was a s follows : 

"The capitalization policy for all software is the same 
whether the software is for general purpose computers 
classified to account 2124 , General Purpose Computers, or 
to other plant in serv ice accounts dedicated to network 
operations: the original cost of i n itial oper ating system 
software s hall be classified to the same account as the 
as~ociated hardware whether acquired separately or i n 
conj unction with the associated hardware . (Section 
32.200(i)). The disposition of al l other softwar e (i.e . , 
that which is not considered initial operating syst e m 
software) shall be determi ned by management and shall be 
in conformance with general l y accepted accounting 
principles at the t ime such determination is made . 
Currently, this could result in the expensing or the 
capitalization of software costs, depending upon an 
evaluation of all relevant circumstances. With respect 
to subsequent additions and modifications , the Docket 78-
196 Report and Orde r indicates, in con forma nce with 
general practice, that such costs will be expens ed , 
barring exceptional circumstances. " 

In 1990 the FCC released a Memora ndum Opinion and Ord~r (RM-
69 11) which again addressed the issue of accounting for computer 
software wherein they reaffirmed t heir 1987 RAO interpretation and 
noted the following : "Before Part 32 went into effect on January 
1 , 1988, replacing the system of accounts in Part 31 , the 
Commission's accounting rules for telecommunications common 
carriers were silent on accounting for computer software . In this 
e nvironment, carriers de veloped inconsistent accounting practices 
regarding computer software costs , wi th some carriers r ecordi ng 
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such costs i n capita l accounts a nd others recording such costs in 

expense accounts. But according to the r ecord developed in the 
process o f adopting Part 32, most large compan ies were following 

the practices that resulted in expensing of computer software i n 
the year of acqui sition." 

The rules on account i ng for computer software under Part 32 
are consistent with the Compa ny's accounting for computer software 

for at least the past ten years. (Mr. McRae) 

AT&T ' S POSITION: AT&T h as no position at this time . 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION : No position at this time . 

OPC ' S POSITION : The company may be expensing oper ating system 
software when it s hould be capitalized . If so , an adjustment 
should be made. 

STAFF ' S POSITION: No. It is staf f witness Dodrill ' s position that 

a ll initial placements of software s hould be cap italized . 

I SSUE 21c: Is the Company's accounting treatment regarding 
generic upgrades , r e placements, and enhancements of 
software appropriate? 

UN I TED ' S POSITION : Yes . Same r esponse as presented in response 

t o Issue 21b. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time . 

FPTA ' S POSITION : No position at this t ime . 

OPC ' S POSITION : No position at this time. 

STAFF ' S POSITION: No. It is staff witness Dodrill's position that 
all generic upgra des , replacements, and e nha ncements of software 
s hould be cap i talized . 

ISSUE 2 1<!: Should the Commission c hange the a mortization 
sch edu le for the new customer bil l ing system costs 
allocated to tJTF from S/UMC? 
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VNITEQ ' S POSITION : No. While United continues to believe that 
system development costs should be expensed as incurred, the 
Commission ordered treatment of the Local Division Billing system 
development costs is reasonable and should not be changed. Many 
different systems are in the process of varying stages of 
development at any point in time . If one system is amortized over 
a n extended period of time, the revenue requirement for systerus 
development in the rate making process is distorted and prevents 
the company from timely recovery of its costs. No basis exists for 
i ncreasing the amortization period. (Mr. McRae) 

AT&T 'S POSITION: AT&T has no positioll at this time. 

FCTA'S POSITION: No pos i tion at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' s POSITION : Yes. The unamortized balance of the cost of 
developing the new billing system should be reamortized over a 6 . 5 
year life beginning with the test year. The company currently 
projects that it new billing system will be in place no earlier 
than 1994, and thus none of the benefits of the new billing system 
will be recognized during the test year. Thus , the test year i s 
picking up the cost not only of amortizing the new billing system, 
but also o f the excessive cost of maintaining the old billing 
system . The new system should have a comparable l i fe to the 
syeterns they are replacing. This could be in the range of 8 to 10 
years. A very conservative estimate of the life of the new system 
would be a life of 6.5 years over which to amortize the new system. 
This would better match the cost of the b illing system to its life. 
An adjustment of $1,498,851 should be made. (Brosch, DeWard). 

STAFF ' S POSITION: 
analysis . 

No position at this time pending furthe r 

ISSUE 21e: Did UTF use the correct separation factor t o 
separate the cost of a ne w carrier access billing 
syst em between the state and interstate 
jurisdictions? If not, should an adjustment be 
made? 

UNITED ' S POSITION: The Company acknowledges that an incorrect 
separation factor was applied to test year costs associated with 
the ne w carrier access billing system. In the filing, separations 
to intrastate operations were made at 78.4662\ of the $1,365,900 
total company costs whereas the apportionment should have been made 
at a flat sot to both state and interstate jurisdictions as 
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provided for at Part 36 . 381 of the FCC ' s Rules a nd Regulations . As 
a result, intrastate operating expenses were overstated by $388, 320 
( $1, 365,900 x 28. 4662 \ ) . This adjustment has been made and is 
r eflected on Exhibit RDM-7, Schedule No. 4, page 2 of 2 of Mr . 
McRae ' s rebuttal testimony. (Mr. McRae) 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: United i ncorrectly separated these costs. The 
costs should have been separated using a 50\ factor to separate the 
c osts between interstate and intrastate operations. The Commission 
should make a n adjustment of $508, 187.00. (DeWard). 

STAFF 'S POSITION : No position at this time pending analysis of the 
intervenor ' s testimony. 

ISSUE 21!: How should the 
associated with 
Retirement Plan 
executives? 

Commission treat the expenses 
United's Supplementa l Executive 
and incentive compensation for 

UNITED'S POSITION: Expenses associated with incentive 
compensation and the attendant Supplemental Executive Retirement 
Plan should be treated the same as any other labor and associated 
benef i t cost of the company. To the extent that such c osts apply 
to the regulated operations of the Company they should be 
r e cognized in this proceeding as recoverable operating expenses . 

Incentive compensation represents a portion of salary that is 
held at risk until incented objectives a r e accomplish ed or not 
accomplished as the case may be. The objectives may be serv ice 
objectives, financial objectives, c ustomer focus objectives, etc. 
and are intended to ensure that the Company accomplis hes its stated 
mission of aggressively meeting the expanding information needs and 
wants of our customers; providing an environment and reward system 
that encourages innovation, employee development and responsible 
ris k taking; and, generates long term earnings growth . 

The supplemental retirement plan was put into place be cau3e 
the Compa ny ' s norma l pension plan does not recognize that variable 
portion of an employee • s salary which is received through the 
incentive compensation program. The supplemental benefit equates 
to the difference between the benefit determined u nde r the Pension 
Plan using the r e vised definition of compensation (i.e . , to include 
incentive compensation) and the benefit calculated under the terms 
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of the pension plan (which excludes such compe nsa t ion). t Mr. 
McRae) 

AT&T'S POSITION: AT&T has no position a t this time. 

FCTA'S POSITION: No position at this time. 

FPTA' S POSITION: No posit i on at this time. 

OPC'S POSITION: An accrual of $392 ,400.00 total company for 
i ncentive compens ation and $56,781.00 for s upplemental executive 
retirement plan expense should be removed from the test 
year. (DeWard). 

STAFF ' S POSITION : No position a t this time p e nd i ng analysis of the 
intervenor's t es timony . 

ISSUE 21q: now should the Commission treat expenses included 
in the test year related to early retirement or 
severance pay? 

UNI TED'S POSITION: The e~tpenses related to early retirement or 
severance pay represent normal business expens es incurred for the 
purpose of consolidation or the loss o f operations , therefore 
reducing the need of certain employee levels and the associated 
expense . Similar costs have i nadvertently been recognized by the 
Commis sion as appropriate operating expenses for ratemaking 
purposes as the e nd r esult of all of these e ffor ts i s a lower level 
of ongoing operating expenses which is reflected in MFR Schedule c-
4h, Operation and Maintenance Expense Check Calculation, which 
reflects that Corporate Operations Expense is $12,062 ,07 4 unde r the 
benchmark . The intrastate amount of $37 , 521 wh i c h has been 
included in Corporate Operations Expense i n the test year 
represents normal business expenses and should be allowed by the 
Commission for rate making purposes . (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA' S POSITION: No position at this time . 

OPC ' S POSITION : While the company's budgeting system 
severance pay cost, it does not recognize the pote ntial 
terms of wages, fringe benefits and payroll taxes . 
sever a nce pay expe nse is duplicative, a n adjustment of 
s h ould be made . (DeWard) . 

recognizes 
savings in 
Since the 

$37 ,521. 00 
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STAFF ' S POSITION: Any one time cost of severance pay or any cost 
of early retirement should be treated as nonrecurring items. 

ISSUE 2 l h: Is the assumption regarding wage increases 
underlying UTF' s calculation of pension expense 
reasonable? If not, what action should be taken? 

VNITEQ ' S POSITION: Yes. The annual wage increase factor 
contained i n the pension calculation is intended to represent the 
estimated individual plan participant's career wage and salary 
increase which includes merit as well as promotional increases over 
an extended period of time. It is not to be confused with or 
compared to total company wage increases which, over that same 
extended period of time, may be lower due to employee turnover 
where higher paid, pension vested employees leave and are replaced 
by more entry level , less experienced and therefore lower paid 
employees. 

It s hould also be noted that wage increase factors are but one 
of several assumptions built into the total pension liability 
calculation to determine the amount of each year's funding 
requirements . Other facto~s such as mortality (living longer) , 
r e tirement decisions (retiring earlier} and turnover also 
contri bute to the calculations . I ndications from our actuary is 
that the pension liability at the end of 1991 exceeds that which 
was projected when the factors were set for the year 1991 . In 
other words, the assumptions in total which were used for the 1991 
pe nsion calculation resulted in a larger credit being recorded than 
should have been. (Mr. McRae} 

AT&T ' S pOSITION : AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time . 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: In calculating pension expense the company assumed 
that its anticipated composite rates of future increases in 
compensation would be 7.02\' . This is an excessive projected wage 
increase far exceeding the historical levels of wage increase. The 
company should be directed to recalculate pension expense using a 
lower projected level of wage incre ses. An adjustment of 
$1,482 , 213 (total company) should be made. (OcWard). 

STAFF ' S POSITION: No position at this time pending analysis of t he 
intervenor ' s testimony . 
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ISSUE 21i: How should the Commission treat expenses r elated to 
hospitality suites and golfing at NARUC 
conferences? 

UNITED ' S POSITION: Expenses associated with NARUC conferences 
are deemed necessary business expenses in view of the ongoing 
support the organization provides on national regulatory and 
industry issues as well as the exchange of regulatory information 
and discussions of issues wh ich transpires at these conferences. 

In United ' s last rate proceeding the Commission ordered that 
certain expenses associated with the NARUC conference be 
disallowed . United has removed such costs from the regulated 
operations in this proceeding. (Mr. McRae) 

AT&T'S POSITION: AT&T h s no position at this time. 

FGTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: The Commission should disallow expenses related to 
related to hospitality suites and golfing at NARUC conferences . 
The actual amount to disallow will be provided in the Citizens ' 
brief . 

STAFF'S POSIIIQH: The expenses related to these activities s hould 
be removed from the regulated cost of service. 

ISSUE 211: How should the Commission treat expenses incurred 
to attend sport i ng events, musical and theatrical 
presentations? 

UNITED ' S POSITION: Expenses incurred by United for sporting 
events , musical and theatrical presentations are appropriate 
expenses for ratemaking purposes. United incurs these expenses for 
the purpose of entertaining current and prospective customers and 
business clients all in the pursuit of increased business. 

In United ' s last rate proceeding specific sporting eve'1t 
expenses were disallowed for ratemaking purposes . United has 
removed such costs from the regulated operations in this 
proceeding. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 
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FPTA'S POSITION : No po~ition at this time. 

OPC ' S POSITION : The Commission should disal low expenses incurred 
attending sporting events, musical and theatrical 
presentations . (DeWard). 

STAFF ' S POSITION: The expenses related to these activities should 
be removed from the regulated cost of service. 

ISSUE 21Jt: How should the Commission treat expenses included 
in the test year related to changing the corporate 
logo to "Sprint"? · 

UNITED ' S POSITION: The ~ntrastate amount of $134 , 023 included in 
test year expenses should be recognized for ratemaking purposes. 
As the Company stated on numerous occasions, Unite Telephone 
Company of Florida will discontinue the existing use of the nine­
square logo and adopt the Sprint logo. 

Since United's ratepayers are receiving the benefit of royalty 
payments by UTLD to United of Florida and since the use of the logo 
was a material factor in the Commission's decision to impose a 
royalty, i t is proper for these logo-related costs to be recognized 
for ratemaking purposes in this proceeding. (Mr. McRae) 

AT&T'S POSITION : AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: The test year cost to change its parent company 
logo should be born exclusively at tho parent company level and not 
a llocated to any of the operating companies. The Commission should 
make an adjustment to test year expense $139 , 175.00 to remove this 
expense. (DeWard) . 

STAFF'S POSITION : The expense related to the corporate logo change 
s hould be treated as a nonrecurring item. 

ISSUE 211: Is the amount of lobbying and other political 
expenses included 1n the company's request 
appropriate for rate making purposes? 

UNITED ' S POSITION : All lobbying and political expenses have been 
excluded from regulated operations in this proceeding. (Mr . McRae; 
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AT&T'S POSITION: AT&T has no position at this time. 

FCTA 'S POSITION: No position at this time. 

fPTA ' S POSITION : No poaition at this time. 

OPC • S POSITION: Such expenses should not be allowed for rate 
making purposes. 

STAFF ' S POSITION: 
analysis. 

No position at this time pending further 

ISSQE 21m: What is the appropriate amount and amortization 
period for the rate case expense? 

UNITED ' S POSITION: The appropriate amount incurred by United for 
company labor, travel and supplies as well as outside costs for the 
preparation of all material related to the rate case is projected 
at $1.2 million based on the actual costs i ncurred in our 1990 rate 
proceeding. 

An amortization period of four year is appropriate . This 
coincides with the provisions o f Section 364.03 5 ( 3 ) of the Florida 
Statutes which require local exchange companies to file with the 
Commission every four years, or four years after the Company ' s last 
proceeding , a report consisting of HFRs whic h are required in rate 
review proceedings . This four year amortization period is also 
consi stent with the Commission's decisions relative to recognition 
of o ther items s uch as the development costs associated with the 
ne w billing system and the gain on the sale of nonde preciable 
property . The intrastate amount of $300,000 included in t h e t est 
year is appropriate as reflec ted on Hr. McRae • s Exhibit RDH-7 , 
Sche dule No. 4. (Hr . McRae) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA ' S POSITION: No position at this t i me. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: The company's estimate of rate case expense double 
counts wage expense because the wages of the company ' s employees 
are fully included in the test year and, in addition, the company 
has capitalized a portion of those same wages tor t he purposes of 
rate case expense. $900, 000. 00 of estimated rate case expense 
should not be allowed because it duplicates expenses already 
incl uded in the test year. (DeWard) . 
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STAFF'S POSITION: Staff believes that s ome adjustment s h ould be 
made to reduce the rate case expense. The amount of adjustment is 
pending further discovery. 

ISSUE 21n: How should the Commission account for cancelled 
projects i n this case? 

VNITEP 'S POSITION: The costs associated with canceled projec ts 
are normal business expenses and should be allowed for rate making 
purposes. 

Current and past regulatory treatment of canceled and 
~bandoned projects is to reclassity these costs from non-operating 
expenses to operating expenses as an adjustment on the Earnings 
Surveillance Report. This is reflected on MFR Schedule A-6a and 
Exhibit RDM-7, Schedule 4, of Mr. McRa~'s testimony, and shows an 
adjustment of $384,198 for the test year. The appropriateness of 
this longstanding adj us tment was reaffirmed in the Company's last 
rate proceeding. 

Canceled project expenses are budgeted and accounted for 
separately from the capital and departmental expense budgets. The 
budget for canceled projects is based on his torical trends and 
engineering judgment. The capital budget is based on both s h ort 
a nd long range plans and is adjusted based on projected loads. The 
expense budget is based on projected employee related charges less 
c harges associated with capital expenditures and cost of removal. 
Expenses associated with canceled projects are not included in 
either the capital or departmental expense budgets, and do not 
duplicate any expense or capital budget dollars. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION : No position at this time. 

FPTA ' S POSITION: No position at this time. 

opc •s POSITION: The cost associated with canceled projects s hould 
be removed because it is duplicative of expenses already included 
in the t est year. (DeWard). 

STAFF'S POSITION: Projects cancelled for prudent reasons should be 
allowed in operati ng expense. 

ISSUE 2lo : How should the Commission account for the expenses 
and revenues associated with the installation and 
maintenance of inside wire? 
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UNITED 'S POSITION: Rule 25-4.0345(2) (a) of this Commission 

defines the provision and maintenance of inside wire to be 

deregulat ed for intrastate purposes . The Commission has previously 

directly addressed this issue and concluded that inside wire should 

remain deregulated. 

Consistent with actions taken by the Commission since it 

ordered the d eregulation of inside wire effective January 1 , 1987, 

any revenues and expenses associated with the installation and 

maintenance of inside wire should continue to be accounted for as 

nonregulated and not considered in regulated ratemaking 

determinations . 

The Compa ny is but one of many competing options that a 

customer has to i nstall and care for his/her i nside wire. As noted 

i n the order on deregulation, to the extent that the Company is 

able to effectively compete in offering such services it is able to 

take sign ificant overhead costs below the line that otherwise would 

be attributed to the regulated ratepayers . 

Since deregulation, the Company has invested substantial 

amounts of nonregulated resources in order to advertise , market, 

solicit a nd otherwise build up its customer base in this area . As 

appropriate, none of the costs incurred to build this market have 

been borne by the regulat~d ratepayer. Now is not the time to turn 

t h e clock back. (Mr. Reynolds) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA ' S POSITION : No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: The Commission should consider t he r e venues and 

e xpenses from inside wire services above the line for the purpose 

o f setting other, regulated rates. Inside wire is an integral part 

of United ' s r egulated telephone business . customer s for the 

c ompany ' s maintenance contracts come from the existing database of 

the company; sales come when the company processes initial 

regulated service orders ; maintenance contracts are sold by service 

representative at the same time new regulated serv ices are 

established ; repa irs are made by the company's service technicians 
i n the normal pursui t of their jobs ; and billing and advertising is 

accomplished through regular billing inserts for local telephone 

service . Inside wire "piggy-backs" on top or these operating 

systems of the company a nd therefore should be considered when 

setting rates for regulated services . (Poucher) . 
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STAFF 'S POSITION: 
analysis. 

No position at this time pendin~ further 

ISSQE 21p: 

ISSUE 21q: 

How should the Commission tre at credit card 
referral revenues and expenses? 

This issue has been dropped. 

Are the allocations to non-regulated operations 
reasonable? 

UNITED ' S POSITION: Yes. Allocations to non-regulated operations 

are reasonable and are made consistent with the requireoents of the 

Company's cost allocation manual (CAM) which, while required by the 

FCC, is provided to the FPSC and serves as the basis for all 

regulated to non-regulated cost apportionments. As fu l ly explained 

in Mr. McRae' s prefiled direct testimony, pages 15 through 21, the 
Company is required to directly or indirectly assign costs (fully 

distribute all costs) to regulated and non-regulated operations . 

United is required to maintain on file with the FCC a 

quarterly updated version of its Cost Allocation Manual (CAM) which 

addresses the methods used by the Company to ensure compliance with 

the requirements established in cc Docket 86-111. 

To further ensure cc~pliance the CAM identifie s audit 

requirements and enforcement mechanisms. The FCC requires an 

annual attestation audit be performed by the Company's external 

auditors, with the results provided to the FCC, and that monitoring 

reports (ARMIS) be filed on a quarterly and annual basis . United 

has received unqualified opinions for all the years (1988, 1989 and 

1990) for which United was subjact to these audit requirements. 

The 1991 attestation audit report has not yet been issued by our 

external auditors, however an unqualified opinion is anticipated. 

In addition , through Rule 25-4.0185(5), FAC, United is 

required to report to the FPSC affiliated transactions, changes in 

corporate structure a nd execution of new contracts, agreements or 

arrangements with affiliated companies. (Mr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 
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OPC'S POSITION: No position at this time . 

STAFF'S POSITION : Staff cannot take a position at th.1..s time 

pending further analysis of United ' s responses to the staff's 6th 
and 8th set of interrogatories, some of which have not been 

received. 

I SSUE 21r : What increm~ntal increased profitability does UTF 
project to take place from calendar year 1993 to 
calendar year 1994? How should the Commi ssion 
treat the incremental increased profitability 
projected by UTF to take place from calendar yea r 
1993 o calendar year 1 994? 

UNITED ' S POSITION: Regulated adjusted net operating income 
before rate increase is budgeted to increase by $8. 1 mi 11 ion 
between 1993 and 1994 as shown on MFR Schedule A-2e for 1993 and 

1994. Regulated adjusted rate base before the rate increase is 

budgeted to increase by $16 .1 million as shown on MFR Schedule A-2d 
between 1993 and 1994. The Commission should not treat the 
incremental increase in profitability for 1994 i n this proceeding . 

The Commission, through its earnings surveillance procedures, can 
monitor the results and take the action they deem appropriate . To 
extend out 18 months after the end of the project ed test year to 

uti lize financial information to reduce rates 30 months before the 
e nd of 1994 is not appropriate. There is no compelling reason to 
go beyond the end of the t Pst year in this case for adjustments to 

revenue or expense. (Mr. McRae) 

AT&T'S POSil iON: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time . 

FPTA' S POSITION : No position at this time . 

OPC ' S POSITION: Many separations changes end in 1993 . In 
addition , a number of expenses i ncluded in test year produce 
revenue only after the end of test year. The company • s own 

forecast of earnings in 1994 shows a n increase in earnings of $14.6 

million dollars over 1993 without any rate case. Thus, once the 
Commission sets rates in this case, the company is likely t o 
overearn in 1994. The Commission could require a d ecrease i n rates 
effective January 1, 1994 to remedy this. Alternatively, if the 
Commission should determine to recognize SFAS 106 for rate making 

purposes, the Commission could implement SFAS 106 in 1994 and allow 
the company to record the 1993 cos t as a deferred charge during 
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1993 for later recovery. The company's projected increase in 
earnings in 1994 would easily cover such treatment.(DeWard). 

STAFF ' S POSITION: 
analysis . 

No position at this time pending further 

ISSUE 21s : Should an adjustment be made to property tax 
expense? 

UNITED'S POSITION: No . Property tax expense for the test year 
should not be adjusted . The test year property tax expense was 
established based on forecast millage rates and assessed valuations 
for that period. Budgeted 1992 and 1993 telephone plant, 
depreciation reserve and materials and supplies are all integral 
parts of the calculations . These amounts take into effect 
construction underruns from previous periods. 

From an actual average millage rate of $18.48 in 1991 the 
Company has projected an effective rate of $19 . 64 for the test 
period (average of $19.33 in 1992 and $19.9 5 in 1993). 

A review of the average millage rates for the past five years 
indicates an average rate of annual increase of 4%. The rates used 
in the t est year continue this trend. The pressure existing t oday 
on t he counties in Florida to cover fundings shortfalls in 
education and other county support services can only resultin a 
continuing escalation of property taxes. 

The fact that we had projected the millage rate at $18 . 97 in 
the historical year 1991 , and thus over budgeted for this item, 
should have no bearing on the test year level of such expenses 
since this rate was not used in making projections for the test 
period. 

Based on the above we do not believe an adjustment should be 
made to o u r test year property tax expenses (Mr. McRae) 

AT&T'S POSITION: No position a t this time. 

FCTA'S POSITION: No position at this time. 

FPIA ' S fO~IIIQl:f: No position at this time . 

OPC ' S POSITION: Yes . On a combined, regulated basis, actual 
property tax expense was $736,000 less than budgeted during 1991. 
An adjustment should be made to the test year for the intrastate 
portion of the $736,000 variance . 
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STAFF ' S POSITION: Staff has no position at this time on the effect 
the overbudgeted 1991 h istorical year ' s property tax expense has on 
the projected test year 's property tax expense. 

ISSUE 21t: Should an adjustment be made to expenses for USTA 
dues? 

QN:t:TED ' S POSITION: No, the costs associated with the USTA dues 
should not be adjusted. These are appropriate and necessary 
business expenses in view of the ongoing support the organization 
provides on regulatory and industry issues. the USTA develops and 
conducts a wide range of training a11d educational programs on 
topics such as services costing, jurisdictional separations, 
depreciation and accounti ng. The organization also serves as a 
clearinghouse of i ndustry related technical and regulatory issues 
that contributes to keeping the various telpehone companies 
informed on these items. 

The USTA for telephone companies is a nalogous to NARUC to the 
Commission and to NASUCA to the Office of Public Counsel. All 
three are organizations which are charged with advancing 
professional development, the sharing of ideas and information, and 
otner worthy efforts. An adjustment should not be made to expenses 
for USTA dues. To adjust test year dues by 50% ($53 , 746) for 
incidental "tleals and e ntertainment for regulatory personnel i s 
totally i na ppropriate . (Mr. McRae) 

AT&T ' S POSITION: No position at this time. 

FCTA ' S POSITION : No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION : Yes . Such dues are used in part to pay for meals 
and entertainment f or r egulatory personnel. MFR Schedule C- 9 shows 
intr astate test year USTA dues of $107,493 ; one half of this amount 
should be disallowed. 

STAFF ' S POSITION: An adjustr:ent should be made to expenses 
a s sociated with USTA dues to the extent that the dues are u s ed For 
lobbying or entertainment related activities, if any . 

ISSUE 22: Is the amount of GS&L included in the c ompany ' s request 
appropriate for rate making purposes? 
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UNITED ' S POSITION: Yes, as discussed in Mr. Mc Rae's rebuttal 
tes timony and reflected in revised Exhibit RDM-7. 

While a number of adjustments have been proposed by Public 
Counsel, United itself hds accede d to most of the adjustments made 
~o GS&L in the Company ' s last rate case. 

Public Counsel's adjustments seek disallowance of cost centers 
that provide valuable benefits to UTF and its ratepayers . Each 
cos t center at issue is d i scussed in Hr. Wareham's testimony. 
(Mr . Wareham/Hr. McRae) 

AT&T'S POSITION: AT&T has no position ~ t this time. 

FCTA' S POSITION: No positi on at this time. 

FPTA' S POSITION: No position at this time . 

OPC ' S POSITION: Each of the adjustments proposed by the Citizens 
leads to the resulting calculation requested in this issue . A 
number of adjustments should be made to the budge t e d level of 
Sprint/United Management Company. One adjustme nt would eliminate 
the parent ownership cost not properly recove red from ratepayers, 
a s well as disallow cert~in types of c os t whi ch s hould be 
disallowed if incurred directly by United Telephone Company of 
Florid . Another adjustment should be made to update the old 
allocat1on factors in UTF fili ngs and to modify one of the S/UMC 
allocat ion methods used to determine the UTF share of S/UMC the 
cost center charges. Another adjustment would r educe budgeted 
Kansas City facilities cost (rent, return, util i ties, etc .) whic h 
are overstated in the companies filing . (Brosch). 

STAFF ' S POSITION: No position at this time pe nding furthe r 
ana lysis of intervenor ' s tes timony. 

ISSUE 22a: 

!lJ.SUE 22b: 

Should an adjustment be made to the budge t e d lev e l s 
of Spri nt/United Management Compa ny ( S/m~C ) cost s? 

This i ssue has bee n dropped . 

Are certain senior executive management c osts o f 
S/UMC "ownership" costs? If s o, should an 
adjustment be made for them? 
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UNITED ' S POSITION: No. S/UMC's senior executive management is 
required to run the business and to give proper attention ~md 

direction to the S/UMC staff functions, including the information 
services functions under SUIS, and to the respective operating 
companies. 

The greatest portion of the costs of these officers is already 
allocated to companies other than United (for example, sat of the 
Chief Executive Officer's expenses are allocated elsewhere} ; what 
remains is a reasonable allocation to United given the direction 
a nd attention provided by these officers to United . 

While senior executive management fulfills many roles within 
the corporation and the business world, their primary focus remains 
that of running a complex corporation with ultimate responsibility 
for the provision of S/UMC services to the Company and its 
affiliated companies. Therefore , no adj ustment should be made to 
remove certain senior executive management costs from the Company ' s 
cost of regulated operations. (Mr. Wareham} 

AT&T'S POSITION : AT&T has no position at this time. 

FCTA'S POSITION: No position at this time . 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION: Yes, a number of the cos t incurred by the parent 
company are incurred to manage their investments in the 
subsidiaries , including the telephone operating companies. 
Examples include intangible taxes leveled on UTI stream of 
dividends received by subsidiaries and the cost incurred for a 
corporate secretary. Certain cost UTI management r elated to 
country club dues, corporate aircraft uses, the company ' s New York 
condominium, luxury automobile and certain corporat contributions 
are also included in this adjustment. The total d i sallowanc e 
s hould be $812,792 . (Brosch} . 

STAff 'S POSITION: No position at this time pending further 
a nalysis of intervenor's testimony . 

ISSUE 22c: Should an adjustment be made for certain incentive 
compensation costs of S/UMC? 

This issue has been dropped . 
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ISSUE 22d: Should an adjustment be made .for S/UMC costs 
related to external and legislative affair~ , 
marketing, aircraft, contributions , dues and 
memberships, and other costs that are not allowable 
if incurred directly by United Telephone of Florida 
(UTF)? 

YNITEP'S POSITION: While not necessarily in agreement with this, 
wit h the exception of marketing costs the Company has conceded the 
removal of all such costs in this rate proceeding, i . e., these GS&L 
costs were removed and are not included in the test year operating 
expenses for which the Company is seeking recovery. 

We are unaware of any issues su~:rounding S/UMC allocated 
marketing costs but believe that, to the extent that they are 
included i n regulated operations, they should be allowed as 
appropriate expenses for ratemaking purposes . (Mr. Wareham) 

AT&T'S POSITION: AT&T has no position at this time. 

FCIA ' S POSITION: No position at this time. 

FPTA 'S POSITION: No position at this time. 

OPC'S POSITION: Yes. These costs include the cost to support a 
museum of telephony in Abilene , Kansas, the extraordinary cost of 
private commercial jet aircraft over and above first class 
commercial airfare, national advertising in public relations 
activities to promote Sprint/United ' s corporate image, corporate 
contributions , S/UMC employee incentive compensation, lobbying or 
other legislative/regulatory influence initiatives, and 
civic/community activities . An adjustment of $694,564.00 to test 
year expenses should be made. (Brosch). 

STAFF ' S POSITION: No position at this time pending further 
analysis of intervenor's testimony. 

ISSUE 22e: Are c ertain S/UMC costs parent company ownership 
costs which are duplicative of comparative costs 
incurred by UTF? If so , should an adjustment be 
made? 

UNITED'S POSITION : S /UMC costs which United has proposed to 
recover in this proce~ding are not duplicative of costs i nc urred 
directly by United . The cost centers which Public Counsel refers 
to as "ownership costs" include S/UMC's executive officers who 
manage the business and direct the affairs of United and Sprint ' s 
other s ubsidiaries. It also includes the costs of treasury and 
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corporate secretary departments . The costs incurred by these 
departments are the result of serv ices they provide directl~ to 
United and which United would have to provide on its own at greater 
cost if S/UMC did not provide them. United is a major contributor 
to overall corporate performance and receives direc tion and 
assistance accordingly f rom S/UMC executive officers, treasury and 
corporate secretary staff . Mr. Ware ham 's direct and r e buttal 
testimony discusses the roles of these cost centers in more detail. 
(Mr. Wareham) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION: Yes. Certain ownership costs, such as corporate 
board of director expenses, are duplicative of costs incurred 
directly by the telephone operating companies . Certain costs 
associated with Senior UTI managers also fall within the scope of 
this adjustment . (Brosch). 

STAFF ' S POSITION: No position at this time pending further 
analysis of intervenor's testimony . 

ISSUE 22f : Should an adju tment be made to test year return on 
investment costs allocated from S/UMC? 

UNITED ' S POSITION : No further adjustment should be made to test 
year return on i nvestment costs allocated from S/UMC beyond that 
which has been recognized i n Mr . McRae ' s rebuttal testimony and as 
noted in Exhibit RDM-7, Schedule 4 , page 2 of 2 . The appropriate 
method by which to calculat e the adjustment is to compare 
facilities costs for 1991 on a n actual versus budgeted basis and 
reduce test year period expenses by the resulting differential of 
5 . 84%. It would be i ncorrect to base a ny adjustment to facilities 
costs based on a per square foot factor because total square feet 
in use may change . (Mr. Wareham) 

AT&T'S POSITION : AT&T has no position at this time. 

FCTA ' S POSITION : No position at this time . 

FPTA ' S POSITION : No position at thls time . 

OPC ' S POSITION: Within the S/UMC billings to UTF, Sprint/United 
recovers a rent pool charge associated with Kansas City area 
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billings which include rent, utilities, a return on investments and 
other facilities related cost . An adjustment should be made to 
recogn ize substantial reduction in facility cost per square foot 
t hat S/UMC actually realized in 1991. 1991 actual rent pool 
facil ity costs were 14\ below 1991 budget estimates. An adjustmen t 
to the test year of $249 ,168 . 00 should be made.(Brosch) . 

STAFF ' S POSITION : No position at this time pending further 
analysis of intervenor ' s testimony . 

I SSUE 22g: Has S/UMC updated the allocation factors used to 
allocate costs to UTF? If so , should an adjustment 
be made? 

UNITED 'S POSITION: S/UMC has updated their allocation fdctors 
for the yea r 1992 and the Company has acknowledged this revision in 
the adjustments recognizea in Mr McRae ' s rebuttal testimony and as 
reflected in his revised Exhibit RDM-7, Schedule 4, page 2 of 2. 
As with the operating telephone companies, in compliance with the 
provisions of CC 86- 111, allocation studies are constantly being 
reviewed and updated. (Mr . Wareham) 

AT&T'S POSITION : AT&T has no position at ~his time. 

FCTA'S POSITION: No position at this time. 

FPTA ' S POSITION : No position at this time . 

OPC ' S POSITION: Yes. Subsequent to the preparation of the UTF 
filing, S/UMC allocators used to distribute cost among UTI ' s 
subsidiaries were updated to reflect more current statistical data 
and cost/time studies. An adj ustmen t of $411, 995 . 00 should be made 
to update these allocations. (Brosch). 

STAFF ' S POSITION: No position at this time pending further 
analysis of intervenor ' s testimony . 

ISSUE 22b: Does the "General Allocator" employed by S/UMC 
properly allocate costs to UTF? If not, s hould an 
adjustment be made? 

UNITED ' S POSITION : The General Allocator employed by S/UMC does 
appropriately apportion costs to UTF and therefore no adjustments 
s h ould be made. 
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The only adjustment which has been proposed is to eliminate 
the number of companies factor from the general allocator. The 
number of companies factor is designed to recognize that the amount 
of work associated with any given company is not completely based 
on its size or other demographics but rather is independent of 
those other factors recognized i n the general allocator . The 
absence of a number of compan ies fact or wou ld effect costs by less 
than one percentage point . A similar adjustment was proposed but 
rejected i n Docket No. 891239-TL. Sprint is allocated a factor of 
three for the number of companies factors rather than one as 
asserted by Public Counsel. (Hr. Wareham) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC'S POSITION: In deriving the General Al locator , S/UMC employs 
a " number of companies" constant whic h is, an essence , an 
assignmen t of a factor of one to each existi ng company without 
regard to relative size. This dilutes the importance of US Sprint 
while i nflating allocations of cost to other subsidiaries . For 
example , each of the local telephone companies is assigned a 
separate factor equal to Sprint ' s . Additionally , all UTLD 
companies are completely ignored by the "number of companies" 
element of t he general allocator, as is the parent company itself . 
The g eneral allocator should be requantified eliminating the 
" number of companies" factor. An adjsutment of $72,4 22 should be 
made . (Brosch) . 

STAFF ' S POSITION: No position at this time pending further 
analysis of intervenor ' s testimony. 

ISSUE 2 2 i : Has Sprint/United Information Services (SUIS) 
allocated costs to UTF based on improper or 
obsolete budget assumptions? If so, should an 
adjustment be made? 

UNITED ' S POSITION : An adjustment has been recognized in Mr . 
McRae ' s rebuttal testimony, and also reflected on his Exhibit PDM-
7, Schedule No . 4 , page 2 of 2, to give recognition to the fact 
that, due to a favorable sales program initiated by IBM in 1991, 
costs which were forecast for the test year for an upgrade in the 
central processing unit (CPU) at the regional data center in 
Florida were significantly higher than those which were eventually 
negotiated under the program. As a result, the computer costs to 
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the Company for the test year are expected to decrease from the 
budget forecast by nearly $1.9 million. Intra state operations will 
benefit to the extent of $1,446,724 in reduced operating expenses 
during the test year and this is reflected in the above referenced 
adjustment . No other adjustments are warranted . (Mr. McRaefMr. 
Wareham) 

AT&T ' S POSITION: AT&T has no position at this time . 

FGTA'S POSITION : No position at this time . 

FPTA'S POSITION : No position at this time. 

OPC'S POSITION: Yes, two adjustment ~hould be made. First, the 
forecast included in the test year assumes that the Florida 
Regional Data Center's central processing unit would be upgraded in 
1991 at a substantial increase in cost. As it turned out, the CPU 
was upgraded as planned, but the upgrade was completed at equipment 
rental rates which were actual l y lower tha n the rental rates paid 
for the old CPU equipment. It is necessary to adjust the test year 
budget to reflect the lower ongoing CPU lease cost actually been 
inc urred. 

Second , the 1993 forecast of SUIS expenses escalated 1992 
expenses by a range of between Jt and 5% . SUIS costs other than 
postage and i nserter costs LOr 1993 shculd be held constant at 1992 
budget levels because of continuing productivity gains, and UTI ' s 
new budget states that such costs should be held to zero growth. 
The adjustment for these two items is $2,141,762.00.(Brosch). 

STAFF's POSITION: No position at this time pending furthe r 
analysis of intervenor ' s testimony. 

ISSUE 22j: 

ISSUE 22Jt: 

Should an adjustment be made to test year return on 
investment costs allocated from SUIS? 

This issue has been dropped. 

How should the Commission treat investment tax 
credits previously taken by UTF ' s parent UTI? 

UNITED ' S POSITION: The Commission should not impute a 
theoretical amount of parent company investment tax credits to the 
operating company . 
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Prior to the Tax Reform Act of 1986, in which Congress elec ted 
to do away with investment tax credits, the parent company "flowed 
through" the limited amount of investment tax credits that they 
would have been entitled to and they recognized the benefit of such 
investment credits through their GS&L billing to the Company. 
Since that time there would have been no tax credits remaining on 
their books to return to the affiliated companies or otherwise 
include in the return on investment calculations. 

In addition, as ordered by the Commission in the Company's 
last rate proceeding, the return on investment calculations wh ich 
ultimately end up in intrastate operating expenses are the result 
of substituting the Company ' s rate of return (based on the 
Company's capital structure and cost rates) for that which is used 
by the parent company in their return on investment billing . It is 
inappropriate and contrary to the Commission's decision in the last 
order to now add or s ubstitute one segment of parent company 
capital (or imputed capital) in this process. (Hr . McRae) 

bT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time . 

OPC ' S POSITION: An adjustment of $16,246.00 should be made to 
reflect investments tax credits previously taken at the parent 
company level and treated as a direct reduction to federal income 
tax expense . (DeWard). 

STAFF ' S POSITION: No position at this time. 

ISSUE 23 : What is the appropriate adjustment to show the effect of 
other post-retirement benefits? 

UNITED ' S POSITION: The appropriate amount of other 
postretirement benefit costs included in test year intrastate 
operating expenses is $7,805, 077. No further adjustments are 
required. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time . 

FPTA'S POSITION : No position at this t i me. 
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OPC ' S POSITION : No adjustment should be allowed . The Company 
s hould continue i ts current ratemaking method of accounting for 
other post-retirement benefits as they are paid. 

STAFF ' S POSITION : No position at this time. 

ISSUE 23a: Should FAS 106 be used for ratemaking purposes? 

VNITED ' S POSITION: Yes. Postretirement healthcare costs are an 
employee benefit and as such the recognition of these accrued costs 
for ratemaking purposes is appropriate in order to properly assess 
the full cost of service being provided to the accounting p e riods 
and to the ratepayers that the service applies to. 

Whi le we recognize that there is an extended amortization 
period when we will be c atching up with the recognition of the 
acc umulated postretirement benefit obligation which has not yet 
been assessed to cost of service , the movement to current recovery 
wi ll prevent greater intergenerational inequity in the future 
pa rticularly if costs and individual lifespans continue to 
increase. 

In the past , pay-as -you-go accounting for ratemaking was 
a cceptable i nasmuch as these postretirement benefits constituted a 
relatively minor amount how ver, with recent medical cost i nflation 
trends a nd other factors , they have become a much more significant 
item which should be properly acknowledged and accounted for in 
accordance wit h generally accepted accounting principles. 

Adoption of SFAS-106 will have the effect of providing the 
same proper accrual accounting for postretirement health care 
benefit costs as we have traditionally given to pension costs. In 
the case of pension costs , we also went through a period of 
amortizing the accumulated past serv ice liability over an extended 
period of years for both accounting and ratemaking purposes. It i s 
appropriate that we also do so for postretirement health care 
costs. (Mr. McRae) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA ' S POSITION : No position at this time . 

fPTA' S POSITION: No position at this time. 

OPC ' s POSITION : FAS 106 should not be used for ratemaking 
purposes. The assumptions underlying the calculations are too 
speculative and subject to change for the purpose of setting rates . 
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Further, UTF would not even admit that i t has a legal liability to 
pay the types of benefits for which it would accrue expenses from 
its ratepayers. The Commission should not modify the cuL·rent 
method of recognizing postretirement benefits on an actual, pay-as­
you-go basis. (Montanaro). 

STAFF'S POSITION: No positi on at this time. 

ISSUE 231?: If the Commission decides to use FAS 106 for 
ratemaking purposes, what discount rate should be 
used for interest (i.e. passage of time) costa ? 

UNITED 'S POSITION: The objective of the assessed discount rate 
is to measure the single amount that would provide the necessary 
f uture cash flows to pay the accumulated benefits when due . 
Accordingly, SFAS 106 indicates that " rates of return on high­
quality fixed-income investments currently available whose cash 
flows match the timing and amount of expected benefit payments" 
s hould be considered in selecting the discount rates. 

In establishing this guideline , the FASB rejected the use of 
discount rates based upon company-specific inte rnal rates of 
return, cost of capital rates, or incremental borrowing rates. The 
methodology used to determine the proper discount rate is the same 
a5 that which has been i n use for actuarial pe nsion calculations 
and has been accepted as being appropriate for ratemaking purposes 
in the past. The Company's actuarial based test year costs using 
a discount rate of 8' is the appropriate rate to use . (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this t ime . 

fPTA ' S POSITION : No position at this time. 

OPC 'S POSITION: If United does not fund its postretirement plan, 
the cash needed i n t .he f uture to satisfy its obligations will come 
f rom the company's return from i t s operation. The discount rate 
used for interest should therefore be equal to United' s overall 
cost of capital . (Montanaro). 

STAFF'S POSITION: No position at this time. 

ISSUE 23o : If the Commission decides to use FAS 106 for 
ratemaking purposes, should interest (i.e. passage 
of time) costs associated with current service 
costs be allowed for r atemaking purposes? 
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UNITED'S POSITION: Yes. Amounts accrued under SFAS 106, whether 
recognized as "service cost", "amortization of prior service 
costs", or as "interest costs" will ultimately be paid to retirees' 
health care providers. The recognition of SFAS 106 accruals on a 
net present value (NPV) basis, with subsequent recognition of an 
'' i nterest cost" component, is therefore merely a systematic 
methodology used to assign the ultimate cost of these benefits to 
i ndividual periods. In other words, accrual of an " interest cost" 
component does not increase the ultimate cost of such benefits . 
Assuming the ultimate cost of these benefits is a prudently 
incurred expense, there should be no basis to exclude this 
component of SFAS 106 costs for ratemaking purposes. 

The alternative to recording postretirement costs initially on 
an NPV basis, with an interest component accr~ed subsequently until 
paid, would be to accrue such costs on a nominal basis at the time 
of initial recording. This approach would increase the amount of 
current accruals and decrease future accruals. 

There is no basis to differentiate inte rest cos s on the 
various cost components (i.e., service costs , recognized prior 
service costs , and unrecognized prior service costs). (Mr. McRae) 

AT&1' ' S POSITION : AT&T has no position at this time . 

fCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION : If the Commission adopts FAS 106 , c us tomers will 
have paid current period cost within the current period . It would 
be inappropriate to ask ratepayers to pay the current period cost 
and then in addition pay interest in subsequent periods because of 
the company ' s decision not to f und the plan. (Montanaro) . 

STAFF'S POSITION: No position at this time . 

ISSUE 23d: If the Commission decides 
ratemaking purposes , s hould 
of time) costs associated 
period costs be allowed for 

to use FAS 106 for 
interest (i.e. passage 
with recogn i zed prior 
ratemaking purposes? 

UNITED ' S POSITION: Yes . Please see Company ' s response to 
Issue 23c. (Mr . Mc Rae) 

AT&T ' S POSITION : AT&T has no position at this time . 
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FCTA'S POSITION: No position at this time. 

FPTA' S POSITION: No position at this time. 

OPC ' S POSITION: No interest should be allowed on accrued 
postretirement cost. currently recognized prior period cost are 
costs which had been assigned to the current period through an 
amortization procedure . If the customer must pay these cost, the 
customer should not have to pay interest cost because the company 
chooses not to fund the p l an. (Montanaro) . 

STAFF'S POSITION: No position at this time. 

ISSUE 23e: If the Commission decides to use FAS 106 for 
ratemaking purposes, should interest (i.e. passage 
of time) costs associated with unrecognized prior 
period costs be allowed for ratemaking p urposes? 

UNITED ' S POSITION: Yes. Please s ee Company's response to 
Issue 2Jc. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this t ime . 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC'S POSITION: Yes. If the Commission adopts FAS 106 and allows 
the company recovery of prior period costs ove r a 20 year 
amortization schedule, amortized cost should be adjusted to reflect 
the passage of time between the original calculation and the time 
at which the cost is recognized. (Montanaro). 

STAFF'S POSITION: No position at this time. 

ISSUE 23t: If the Commission decides to use FAS 106 for 
ratemaking purposes, should the Commission 
establish a mechanis m to recover funds associated 
with changed estimates? 

UNITED 'S POSITION: The principal items that could cause 
significant changes in SFAS 106 cost estimates are changes in the 
s ubs tantive plan or in actuarial assumptions . In both instances , 
SFAS 106 requires amortization of gains (which would reduce future 
c osts) and losses (which would increase future cos ts) res ulting 
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from actual experiences different from that assumed over the 
remaining service lives of employees . 

The issue as stated seems to suggest that changes in estimates 
will only result in reduced costs to the Company and therefore 
costs recognized at this time will not materialize. Obviously, 
changed estimates (e.g., increased medical cost inflation, longer 
life expectations) could result in increased costs to be recovered 
by the Company. 

No need exists for additional monitoring requirements by the 
Commission beyond that which is already in place in the form of: 
monthly earnings surveillance reports; the new requirement under 
Section 8 of Commission Rule 25-4.017 which requires the Company to 
report each change in accounting estimate when the change will 
alter the company ' s annual revenue requirements by 25 or more basis 
points on equity; and, the quadrennial MFR filing requirements 
under Section 364.035(3) , Florida Statutes. 

As noted above, if there is a change in the underlying 
estimates which accompany an actuary study, such changes will have 
to be included in the development of future costs in order that the 
accumulated postretirement benefit obligation (APBO) would 
represent the latest available estimates. At a minimum , such 
changes , if material, would h ave to be reported in the Company ' s 
reports to the Securities and Exchange Commission, a copy of which 
is provided to the Florida Public Service Commission. (Mr . McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA'S POSITION : No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' s POSITION: The calculation of postretirement benefits is 
based upon estimates. There will be adjustments to the estimates 
as the actuary and accounting profession gain experience with the 
calculation. In addition, United plans to continue its cost 
containment effort and has reserve the right to modify or terminate 
its plans. Each of these individual could have a signi ficant 
impact on estimated FAS 106 cost. Without regulatory intervention, 
FAS 106 requires the full transition obligations to be recognized 
prior to reducing the period cost for a ny negati ve plan amendme nts. 
The effect of other adjustments in the calculation , such as changes 
in the assumption, would be repressed by the FAS 106 mechanism 
designed to smooth out the volubility in the calculation. 
(Montanaro). 
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STAFF 'S POSITION : No position at this time . 

ISSUE 23q : If the Commission decides to use FASD 106 for 
ratemaking purposes, how should the Commission 
treat revenues received by the company in advance 
of disbursement (e . g. reduce working capital , 
reduce rate base, or recognize as a zero cost 
source of funds)? 

UNITED ' S POSITION: On the interstate side, Section 65.830 of the 
FCC ' s rules provides that the accrued but unfunded pension 
liability shall be a deduction from the interstate rate base. We 
would anticipate that accrued but unfunded OPEBs would be accounted 
for in the same manner for interstate purposes. 

Consistent with the above, the FPSC has proposed Rule 25-
14 . 012, FAC, "Employers' Accounting for Postretirement Benefits 
Other Than Pensions" which, at section 3 , states that "Each 
utility's unfunded accumulated postretirement benefit obligation 
shall be treated as a reduction to r a te base in rate proceedings. 
The amount that reduces rate base is limited to that portion of the 
liability associated with the expense allowance for postr.etirement 
benefits other than pensions." 

The above specified accol.nting for the unfunded OPEB liability 
is consistent with the manner in which the Company accounted for it 
in the MFRs which accompanied our rate case filing. (Mr. McRae) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time . 

FPTA ' S POSITION: No position at this time. 

OPC' s POSITION: The funds received in advance of d isbursement 
should be treated as a zero cost source of capital. (Montanaro). 

STAFF'S POSITION: No position at this time . 

ISSUE 23h: If the Commission decides to use FAS 106 for 
ratemaking purposes, should the Commission require 
the company to use the method which is least costl y 
to ratepayers? 
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UNITED ' S POSITION: The Company would be expected to use the 
method of funding or not funding OPEBs which makes the most 
economic sense from an overall financial perspective , including ta~ 
consequences, and that meets the requirements of SFAS 106. (Mr. 
McRae ) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA'S POSITION: No position at this time . 

FPTA'S POSITION: No position at this time. 

OPC 'S POSITION : Yes. While c ustomers should pay for cost which 
are prudently incurred and necessary for the continue operation of 
the company, customers should pay no more. (Montanaro). 

STAFF ' S POSITION: No position at this time. 

ISSUE 23i: If the Commission decides to use FAS 106 for 
ratemaking purposes, which is least costly to 
ratepayers: funding or not funding? 

UNITED 'S POSITION: The Company has not prepared exhaustive 
a nalysis of the merits of funding versus not funding h owever, in 
the analysis that has been done it clearly demonstrates that not 
funding is the most beneficial to ratepayers at this time. This is 
largely due to the fact that the Company would be unable to take a 
curre nt tax d .3duction for the entire funding amount and the 
earnings o f the fu nd would be subject to income taxes. 

To fund in this situation would mean pay i ng taxes on all of 
the revenues collected to cover the OPEBs expense while getting a 
tax deduction on only a portion of the expenses. This would 
require the Company to provide additional funding in order to have 
cash available to provide to the fund. Until a tax advantaged fund 
can to found and the after tax return on that fund could be 
expect e d to exceed the Company ' s return on rate base, it is to the 
ratepayers benefit to invest the funds in the operations of the 
Compa ny rather than in a separately managed fund. (Mr. McRae) 

AT&T' S POSITION : AT&T has no position at this time. 

FCTA' S POSITION : No position at this time. 

FPTA ' S POSITION: No position at this time. 
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OPC ' S POSITION: The least costly method for ratepayers is the 
present one: the pay-as-you-go method. If the Commission adopts 
FAS 106 for ratemaking, the least costly plan would be a funded on~ 
using a tax advantaged plan. (Montanaro). 

STAFF ' S POSITION: No position at this time . 

ISSUE 24: What is the appropriate amount of depreciation expense 
for the test year? 

UNITED ' S POSITION: The appropriate amount of intrastate 
depreciation expense for the test year is $134, 321 ,629 as shown en 
MFR schedule A-2b and as reflected on Exhibit RDM-7 , Schedule No. 
4 , of Mr. McRae ' s testimony. (Mr . McRae) 

AT&T ' S POSITION: AT&T has no position at this time . 

fCTA' S POSITION: FCTA ' s positions with regard to depr eciation 
rates , expenses and recovery schedules h a v e been addressed in 
FCTA's Prehearing Statement in Docke t No. 910725, and FCTA has no 
additional positions at this time . 

F?TA'S POSITION: No position at this time. 

OPC ' S POSITION: The Commission should adopt those depreciation 
expenses indicated in exhibic WPM No. 6 in testimony of William 
Page Montgomery in Docket No. 910725- TL. (Poucher). 

STAFF ' S POSITION : No position at this time pending resolution of 
the depreciation study. 

ISSUE 24a: What are the appropriate d epreciation rates and 
recovery schedules to be used in this proceeding? 

UNITED'S POSITION: The appropriate depreciation rates and 
recovery schedules to be used in this proceeding are those proposed 
in United ' s 1991 Depreciation Study Update, dated November, 1991, 
pending any adjustments as a r esult of the decisions in Docket No. 
910725-TL. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' s POSITION : FCTA' s positions with regard to depreciation 
rates, expenses and recovery schedules h a ve been addressed in 
FCTA ' s ?rehearing Statement in Docket No. 910725 , and FCTA has no 
additional positions at this t ime. 
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FPTA 'S POSITION: No position at this time. 

OPC ' S POSITION: The Commission should adopt those depreciation 
expenses indicated in exhibit WPM No . 6 i n testimony of Wil liam 
Page Montgomery in Docket No. 910725-TL. (Poucher). 

STAFF : s POSITION: The depreciati on rates and recovery schedules 
s hould be those approved in Docket No. 910925-TL. 

ISSUE 24b: What adjustment should be made to depreciation 
expense to reflect the new depreciation rates and 
recovery schedules as approved in Docket No. 
910725? 

UNITED ' S POSITION: The intrastate depreciation expense as 
reflected on MFR schedule A-2e includes the impacts of new 
depreciation rates and recovery schedules proposed in United' 1991 
Depreciation Study Update, dated November, 1991 . No adjustments 
should be made pending the decisions reached i n Docket No. 910725-
TL. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: FCTA ' s positions with regard to depreciation 
rates, expenses and recover~· schedules have be en addressed in 
FCTA ' s Prehearing Statement in Docket No. 910725, and FCTA has no 
additional pos i tions at this time. 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION: The Commission s hould adopt those depreciation 
expenses i ndicated in exhibit WPM No. 6 in testimony of William 
Page Montgomery in Docket No. 910725-TL. (Poucher). 

STAFF ' S POSITION: No position at this time pending the Commission 
decision in Docket No. 910725-TL scheduled for a June 8 , 1992 
agenda . 

ISSUE 25: What is the appropriate amount of taxes other than income 
for the test year? 

VNITEQ ' S POSITION: The appropriate amount of intrastate t est 
year "Other Taxes" is $18,015 , 184 as shown on MFR Schedule A-2e and 
as reflected on Exhibit RDM-7, Schedule No. 4, of Mr. McRae ' s 
t estimony. (Mr . McRae) 
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~&T'S POSITION: AT&T has no position at th is time. 

FCTA'S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC'S POSITION: Each of the adjustments proposed by the Citizens 
leads to the resulting calculation requested in this issue . 

STAFf'S POSITION: 
discovery . 

No position at this time pending further 

ISSUE 26 : What is the appropriate amount of income tax expense for 
the tes t year? 

UNITED ' S POSITION : The appropriate amount of intrastate income 
tax expense is $12,516,531 as shown on MPR Schedule A-2e and as 
reflected on Exhibit RDM-7, Schedule No . 4, of Mr . McRae ' s 
testimony. (Mr. McRae) 

AT&T ' S POSITION : AT&T has no position at this time . 

FCTA ' S POSITION : No position at this time . 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION: Each of the adjustments proposed by t he Citizens 
leads to the result i ng calculation requested in this issue. 

STAFF ' S POSITIQN: No position at this time. 

ISSUE 26a: How should the Commission apply its parent company 
debt adjustment in the test year? 

UNITED ' S POSITION: It is United ' s position that no parent debt 
adjustment should be made in this case at all. Making such an 
adjustment unfairly penalizes the Company for b~ing part of a 
holding company and it allows changes to the Company ' s revenue 
requirement i n spite of the fact that there have been no changes in 
the parent ' s investment in the Company. 

If the Commission is to make this type of adjustment, however, 
it shou ld do so i n the most realistic and fair manner possib le. 
The parent debt adjustment calculation method proposed in Mr. 
McRae ' s prefiled direct testimony most accurately and fairly 
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represents the parent debt which could, in fact, have been invested 
in the equity of United. 

The Commission and the FCC to to great lengths to ensure that 
the existence of United's non-regulated activities are in no way 
detrimental to the regulated ratepayer. In this case many, many 
hours have been spent , many, many documents provided and many, many 
questions answered to ensure that the Company has accurately and 
fairly separated non-regulated revenues and expenses from 
regulated. The Company wants the Commission to recognize that the 
e xistence of non-regulated operations can work unfairly to the 
detriment of United as well. 

The parent debt adjustment proposal of the Company allows the 
Commission to take a stand on fairness. If the calculation of the 
parent debt adjustment is based on the parent's current capital 
structure United is unfairly penalized for the existence of non­
regulated activities at the parent level. The increase in the 
parent 's debt ratio since 1983 is clearly the rcs ul t of the 
acquisition and expansion of Sprint . Fairness in the separation of 
non-regulated activities from regulated activities dictates that 
the change in the parent capital structure since 1983 not be used 
to reduce the Company's revenue requirement. (Mr. McRae) 

AT&T ' S POSITION: AT&T has no position at t h is time. 

FCTA ' S POSITION: No position at this time . 

FPIA'S POSITIQN: No position at this time. 

OPC'S POSITION: The Commission should apply its parent company 
debt adjustment with the current capital s tructure of United 
Telephone Company of Florida and United Telecommunication. The 
company 's proposal to use United Telecom debt level at December 31 , 
1983 implicitly assumes that it is possible to trace or color code 
dollars. The company's proposal also appears to indicate that 
United Telephone Company of Florida had no investment from its 
parent company since 1983. 'let even this claim assumes that 
dollars can be traced. In addition, although the company claims 
that all of United Telecom ' s parent debt issued since 1983 has gone 
toward purchasing US Sprint, the dividends of the operating 
telephone companies to United Te lecom have been available to fund 
a portion of the purchase of us Sprint . The commission sh~uld 
apply its parent company debt rule without attempting to trace 
funds . (Parcell). 

STAFF 'S POSITION: The parent debt adjustment should be calculated 
in accordance with Rule 25-14.004, F.A.C. 
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ISSUE 27: What is the appropriate level of tax, expense and/or 
i nvestment change to be recognized in the test year 
resulting from federal or state legislation passed since 
United filed direct testimony affecting taxation or other 
costs? 

UNITED ' S POSITION: The appropriate level of taxes, expenses 
and/or investment changes in the test year due to recent or pending 
federal or state legislation is the amount that can be quantified 
based upon test year financia l i n formation and statute reference 
which is effective before or during the test year. Both the 
Florida Legislature and the United States Congress are in session . 
Each of these legislative bodies will or have already passed 
legislation that will or has become law either by action of the 
Executive Branch or by legislative override. Some of these new 
laws will have an impact on the test year results of United . 
United ' s position is that those laws that affect test year results 
should be recognized for ratemaking purposes as additional budgeted 
t e st year expenditures and allowed in test period results . 

As of March 9 , 1992 there are 2 , 526 bills pending in the 
l e gislature of the State of Florida that have the potential to 
be come law and affect United ' s test period results . Some of these 
bills will effect the following in general a nd Un i t ed' s cost 
specifically : 

Increased health care costs due to univers al healthcare 
and mandated coverage and procedure s 

Increased wage levels due to change s in the minimum wage 

I ncreased unemployment taxes due to increased 
unemployment compensation 

Lost productive hours due to Fa mily Leave Entitleme nts 

Increased sales and use taxes due to: 
increased rates 
repeal of exemptions 
taxability of wages 

Increased intangible taxes due to an increase in tax rate 

Inc reas ed i ncome taxes due to reduced tax deductibility 
of interest expense 

Increased property taxes due to changes in constructive 
in-service dates 
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Increased taxes due to a new general business tax 

Already this year, 18 legislative bills have become law and it 
is reasonable to assume that some portion of the 2,526 pending 
bills will similarly become law and will effect United's test 
period results . 

Presently , there are 7,908 bills pending in the United States 
Congress that have the same potential to become law as those before 
the Florida Legislature. Some of these bills will effect the test 
period results of United. Some of the more well known pending 
legislative actions relate to corporate income taxes, repeal of the 
exemption on excise taxes on communication services from pay 
telephones, and universal health care . 

United's position is that any new laws that become effective 
before or during the test year that affects test year results 
should be recognized for ratemaking purposes. (Mr . McRae) 

AT&I'S EOSIIION: AT&T has no posi tion at this time . 

FCTA'S POSITION : No position at this time . 

FEIA ' S POSIIION : No position at this time. 

OfC ' S EOSITI.QN: No changes are known at this time. 

STAFF 'S POSITION : Staff is not aware of any federal or state 
legislation affecting taxation or other costs passed since United 
fi led direct testimony. 

I SSUE 28: What is the appropriate achieved test year net operating 
income? 

UNITED 'S POSIIION: Intrastate test year net operating income is 
$69,653,582 as shown on MFR Schedule A-2e and as reflected o n 
Exhibit RDM-7, Schedule No. 4, of Mr. McRae ' s testimony. (Mr . 
McRae) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCIA ' S POSITION : No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC 'S EOSITION : Each of the adjustments proposed by the Citizens 
leads to the resulting calculation requested in this issue. 
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STAFF ' S POSITION: Since this is a fall-out issue, this amount can 
not be determined at this time. 

Reyenut Requi rement 

ISSUE 29: Should UTF be required to file, within JO days after the 
date of the final ord r in this docket, a descripti on of 
all entries or adjustments to its annual report, rate of 
return reports, and books and records which will be 
required as a result of the Commission ' s findings in this 
rate case? 

UNITED'S POSITION: If required, the Company will provide to the 
Commission a report as to the accounting entries or adjustments 
necessary to reflect the Commission's decisions in this rate case 
on the Company's books, or it an off-book entry , on the Company's 
earnings surveillance repor t. (Mr . McRae) 

AT&T'S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPQ'~ fOSIIIO~: Yes . 

SIAFF'S EOSIIION: Yes. 

ISSUE 29a : Should UTF be required to file, within 30 days 
after the date of the final order in this docket, 
a n updated schedule to r eflect the actual rate case 
expense? 

UNITED'S POSIIION: Amended HFR Schedules C-20a and C-20b can be 
filed within JO days of the final order reflecting the Company ' s 
actual rate case expenses incurred through that date . 

AT&T ' S EOSIIION: No position at this time. 

FCTA ' S fOSITION : No position at this t ime . 

FPTA ' S POSITION : No position at this time. 

OPC ' S POSIIION: No position at this time . 

SIAFF ' ~ EQ~IIIQ, : Yes. 



ORDER NO . PSC-92-0181-PCO-TL 
DOCKET NO. 910980-TL 
PAGE 72 

ISS~: What is the appropriate amount of the revenue 
increase/decrease for the test year? 

UNITED ' S POSITION: As noted at Exhibit RDM-7, Schedule No. 1, of 
Mr. McRae's direct filed testimony and as supported by the MFRs, 
the appropriate amount of the revenue increase for the test year is 
$54,308,000. (Mr. McRae) 

AT&T'S POSITION : AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC'S POSITION: Each of the adjustments proposed by the Citizens 
leads to result ing calculation requested in this issue . 
cumulatively they indicate that United's rates should be reduced by 
more than $32 million. (DeWard) . 

STAFF ' S POSITION: Since this is a fall-out iss ue, this amount can 
not be determined at this time . 

~ccess/Toll/Interconnection 

ISSUE 31: UTFL has proposed a reduction in switched access service 
rates however, the company h as proposed no rate changes 
for message toll service. UTFL has proposed the 
following switched access rate changes: 

a) To reduce BHMOC rates from $3 . 95 to $1.98 . 

b) To reduce MABC BHMOC rates from $3.95 to $1 . 98. 

c) To change time of day discount amounts which will 
increase originating access revenues by $2.846 million. 

d) To reduce cellular mobile interconnection rates as a 
result of the proposed reduction of BHMOC charges. 

Should UTFL' s proposed changes be approved? Should there 
be any other changes in switched access, toll or cellular 
mobile interconnection services? 

UNITED ' s POSITION: The Company ' s proposed rate levels for the 
BHMOC and cellular interconnection should be adjusted to reflect 
revenue requirement changes identified in Mr. McRae's rebuttal 
testimony . The Company's proposals to change the rates for these 



ORDER NO. PSC-92-0181-PCO-TL 
DOCKET NO. 910980-TL 
PAGE 73 

services as filed in the revised test year E- 1a schedule filed 
April 3 should be approved . No other changes s hould be made to the 
rates for switched access, toll or cellular i nterconnection 
services . (Mr . Poag) 

AT&T ' S POSITION : (a) AT&T supports United's proposal to reduce 
BHMOC rates from $3 . 95 to $1.98 in this proceeding. While AT&T 
continues to advocate the elimination of all charges associated 
«ith the BHMOC element, AT&T recognizes United's proposed reduction 
as an important step towards that end . 

(b) AT&T has no position on this issue at this time. 

(c) While the proposed change in time of d a y discounts will 
result in an increase in originating access revenues, AT&T does not 
oppose the proposed change as long as such action is taken in 
conjunction with the BHMOC reduction proposed y United in this 
docket. The net effect of the proposed BHMOC reduction and the 
proposed changes in time of day discounts would be an overall 
reduction of approximately $7.9 million in annual s witched access 
charges which is a positive step towards driving access rates 
towards cost. 

(d) AT&T has no position on this issue at this time. 

FCTA' S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OPC ' S POSITION : In United ' s last case, whic h ultimately resulted 
in a revenue reduction, tl~ e Commission raised loce'\l rates 
significantly while reducing access charges. The Commission should 
not again reduce access charges in this case . 

STAFF ' S POSITION: No position at this time . 

ISSUE 32: UTFL proposed to increase Optional Extended Local Calling 
(OELC) plans by the same percentage amount as that 
proposed for local residential rates , is this 
appropriate? 

UN ITED'S POSITION: Yes . The Optional Extended Local Calling 
plans rate development methodology was developed in Docket No . 
850139 and approved in Order No. 14771. The methodology developed 
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r e cognized the value of the extended calling scopes. The proposed 
OELC rates are based on the methodology approved by the Commission 
in Order No. 14771. (Mr. Poag) 

AT&T'S POSITION: AT&T has no position at this time. 

FCIA'S POSITION: No position at this time . 

F?TA ' S POSITION: No position at this time. 

OPC 'S POSITION: Rates should be reduced. 

STAFF 'S POSITION: No position at this time . 

ISSUE 32a : Should the Clermont to Orlando EAS additive be 
reduced or removed? 

UNITED 'S POSITION: No, the Clermont EAS additive should not be 
reduce d or removed . The Clermont EAS additive rates , which becamE'• 
effective December 15 , 1991, were established by Order No. 2414 4, 
issued Februar y 22, 1991, in Docket No. 891339-TL. The Order does 
not indicate that these rates are temporary unti l the Company's 
next rate case, whereupon the additive would be r e moved and 
Clermont would only be subject to the increase due to exchange 
regrouping . The additive would not be removed if the Company had 
not filed a rate case. 

The EAS additive pl~s the regroup effect is currently $3.86 
for a residence one-party customer and provides extended local 
calling to the Orlando, Lake Buena Vista, Reedy Creek, Windermere, 
a nd Winter Garden exchanges. Before the EAS was allowed , the 
aver age Clermont residence customer averaged $6.81 pe r month in 
toll charges to these exchanges. Applying the approximate 17 \ MTS 
rate reductions since the time of the traffic study in October 
1989 , the average residence cus tomer is still saving $1 . 79 ($6.81 
x .83 = $5.65, $5.65 - $3.86 • $1.79) per month. (Mr . Poag) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

FPIA ' S POSITION: No position at this time. 

OPC ' S POSITION: No position at this time. 

STAFF ' S POSITION: No position at this time. 



ORDER NO. PSC-92-0181-PCO-TL 
DOCKET NO . 910980-TL 
PAGE 75 

ISSUE 32b: Should existing Toll-Pac plans be converted to the 
$.25 plan? 

UNITED'S POSITION: No. There is no basis for a wholesale 
conversion of existing Toll-Pac plans to the $ . 25 plan. Because of 
the different measurement (e.g. duration, time-of-day discount) 
a ssociated with Toll-Pac, customers could be adversely impacted by 
the change. This would be especially true for customers placing 
many short calls during off-peak hours. (Mr. Poag) 

AT&T ' S POSITION: AT&T has no posit i on at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA ' S POSITION: No posit i on at this time. 

9PC ' S POSITION : No position at this time. 

STAFF ' S POSITION: No position at this time. 

ISSUE 32o: Should EAS to Bonita Springs be implemented in the 
context of titis r a te case? If so , at what rate? 

UNITED ' S POSITION: If the EAS survey in Bonita Springs passes, 
EAS should be implemented within one year a f t e r the order as any 
other EAS case and at the rates included in the ballot. Since 
Bonita Springs did not meet the necessary threshold in the 
Commission Ru les for a survey, EAS should not be implemented if the 
survey fails to get the required majority for approval . Bonita 
Springs' customers already have an optional f lat- rate EAS plan. 
Eliminating the optional plan for nonoptional flat-rate EAS would 
shift the cost of EAS from the h igh vo lume users t o the low volume 
users . 

United recognizes the merit of EAS additives that go beyond 
simple rate r egrouping. Plans like the 25/25 Plan h e lp t o e nsure 
that only those areas that exhibit genuine community of i nteres t, 
and consequently a willingness to pay, are granted EAS. An EAS 
additive also serves to mitigate foregone LEC toll revenue and any 
additional facilities costs. (Mr. Poag) 

AT&T ' S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION : No position at this time . 

FPIA ' S POSITION : No pos i tion at this time . 
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OPC' S POSITION: EAS should be approved if a rna j or i ty of those 
voting vote to approve EAS. 

STAFF ' S POSITION: No position at this time. 

I SSUE 32d : Are there any routes in UTFL 's territory that are 
currently facing EAS pressures and should the 
Commission take any action at this time to address 
these pressures? 

UNITED'S POSITION: Yes, however any request for EAS should be 
processed and evaluated on the basis of the Commission EAS rules . 
(Mr. Poag) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No positi on at this time. 

OPC' s POSITION: The Commission should address and correct the 
calling scope for the Cape Haze and Bonita Shores areas. 

STAFF ' S POSITION: No position at this time. 

ISSUE 32e: What changes, if any, should be made regarding EAS 
in the UTFL territory? 

UNITED ' S POSITION: None at this time. The Commission has set a 
workshop to add~ess EAS . Until the results of the workshop and 
s ubsequent proceedings are evaluated , the Commission should defer 
any EAS activities unless they are proceeding under the 
Commission's EAS rules. {Mr. Poag) 

AT&T ' S POSITION : AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

FPTA ' S POSITION: No position at this time. 

OP~ ' ~ EQSIIIQN: No position at this time. 

STAFF ' S POSIIION: No position at this time . 
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custom Calli ng r eatur es iSi qnal Ri ng /Express Touch 

I SSUE 33: Sh ou ld t he Company ' s proposal to c hange rates for Custom 
Calling Features as outlined i n the table below be 
approved? 

RESIDENCE BUSINESS 

PRESENT PROPOSED PRESENT PROPOSED 

First Feature Access $1.40 $0.00 $1.65 $0 . 00 

Call Forwarding $1.65 $2 . 50 $2.75 $4.50 

Call Forward 
Don' t answe r $1.65 $1.00 $2.7 5 $1.00 

Call Forward - Busy $1.65 $1.00 $2.75 $1.00 

3-Way Calling $1.65 $2.00 $2.75 $ 3 . 00 

Call Waiting $1.65 $3.50 $2.75 $4.00 

RESIDENCE BUSINESS 

PRESEJ T PROPOSED PRESENT PROPOSED 

Cancel Cal l Waiting $0.75 $1.00 $1.25 $1.25 

Speed Calling $1.65 $2.00 $2 .75 $3.00 

Call Forward 
Remote Activation $1.75 $1. 75 $2.35 $2. 50 

Personal Alert Line $1.65 $1.65 $2 . 75 $2 . 75 

SignalRing 1 $2.10 $3 . 00 $3.40 $6 . 00 

SignalRing 2 $4.05 $5.00 $6.65 $8.00 

UNITED ' S POSITION : Yes , the proposed rates for cus tom calling 
Serv i ces are based on the relative demand for the features and are 
thus reflective of t he relative market value of the individual 
services . (Mr. Poag) 

AT&T ' S POSITION : AT&T has no position at this time. 
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FCTA'S POSITION: No position at this time. 

FPTA'S POSITION : No position at this time. 

OPC'S POSITION: No position . 

?STAFF 'S POSITION: No position at this time. 

ISSUE 33a: UTFL has propoc ed to eliminate rates for secondary 
service order charges for subscr~bers adding Custom 
Calling Features, SignalRing and ExpressTouch. 
Should this be approved? 

UNITED 'S POSITION: Yes . The secondary service order charge 
should be eliminated to allow customers to subscribe to these 
services without incurring an up-front charge. This will give 
customers greater flexibility i n the use of the features . (Mr. 
Poag) 

AT&T'S POSITION: AT&T has no position at this time. 

FCTA'S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time. 

OPC ' S POSITION : No position. 

STAFF 'S POSITION: No position at this time. 

Residential / Business/PBX/ ABC 

ISSUE 34 : UTFL has proposed the following changes for local 
residential exchange and local business exchange rates: 

a) Increase basic local exchange access line revenues 
(R-1 and B-1) by $59.7 million or 37% increase over 
current revenues. 

b) Continue the restructure of Direct-Inward-Dial (DID) 
service. 

c) Changes i n Advanced Business Connection (ABC ) 
service rates. 
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d) Implement a Subscriber Line Charge (SLC) credit for 
ABC service. 

What changes, if any, should be made to local residenti~l 
exchange, local business exchange, PBX, and ABC service 
rates? 

UNITEP ' S POSITION: a) United's proposed residential local service 
rates average only $11.77 as coo pared to $14.87 for the average of 
six southeastern states. The proposed business local service rates 
average only $24 .20 compared to $39.41 for the average of six other 
southeastern states . When compared to the two largest telephone 
companies in Florida, United's proposed rates are within 10 percent 
of the current charges. The changes proposed by the Company in 
this rate proceeding should be made. 

b) In United ' s last rate case , DIU rates were adjusted as a 
firs t phase to move the rates more in line with the rates a pproved 
by the Commission in Docket No. 891239-TL, for cellular 
interconnection. The proposed change is a continuation of the 
phas ed approach to establish uniformity in the rates for PBX DID 
service and cellular interconnection DID service. The changes 
proposed by the Company in this rate proceeding should be made . 

c) The ABC service rates which are increasing arc those which 
are expressed in the tariff as a percentage of the B1 or PBX trunk 
rate. Because United is proposing to increase the Bl and PBX trunk 
rates, those ABC rates will increase proportionately. ABC is 
competitive with Bl a nd PBX services; however, since the B1 and PBX 
trunk rates are proposed to increase , increas ing the ABC rates in 
proportion to the B1 and PBX trunk increase should not change the 
relative competitive positions of the services . The changes 
proposed by the Company i n this rate proceeding should be made. 

d) In an effort to make ABC a more competitively priced 
service , United has made a proposal to charge the subscriber line 
charges (SLC) from end users based on the Network Access Register 
(NAR). TheNAR limits the number of simultaneous outside calls to 
a nd from an ABC system and provides a mechanism for charging for 
use of the switched network. The equivalent to a NAR in PBX 
service is the local network usages accounted for in the PBX trunk 
rate. In the case of a PBX, network access is limited by the 
number of trunks . In an Enhanced ABC system , network access is 
limi t e d by the number of NARs . 

The NAR is, in effect, trunk equivalency . The concept of 
trunk equivalency allows United to base the SLC collected from the 
customer on a trunk equivalency basis rather than a per station 
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basis, thus reducing the cost to the customer. United is required 
to record $6 . 00 per line, then this revenue shortfall must be made 
up from other sources. The revenue must be s h ifted from the 
intrastate to the interstate jurisdiction. Such an approach was 
approved by the Indiana Public Service Commission for Indiana Bell 
in 1984. Because of the controversial nature of t his ruling, the 
case was brought before the FCC. In the summer of 1985, the FCC 
ruled that its subscriber line charge policy was not undermined by 
the use of e q uivalency rates. The FCC made this decision in 
effect , to allow the state commissions the ability to correct 
inequities in the rate structure of the telephone companies that 
would exist between centrex and PBX customers. The ruling gives 
the state PSCs the opportunity to re-evaluate i ntrastate centrex 
rates. The FCC allows that such action be taken so that the SLC 
assessment for both PBX and centrex users can be more equitable . 
SLC offsets based on trunk equivalencies have been approved 
for Southern Bell, Centel, GTE, and Quincy Telephone by the Florida 
Public Service Commission . The changes proposed by the Company in 
this rate proceeding should be made. (Mr . Poag) 

AT&T' S POSITION : AT&T has no position at this time . 

FCTA' S POSITION : No position at this time. 

FPTA ' S POSITION : No position at this time . 

OPC ' S POSITION : Local should oe decreased in this case to offset 
the increases g r a nted by the Commission in United's last case . 

STAFF ' S POSITION : Staff does not have a position on (a) through 
(d) at this time . However , staff does believe that the current 
pricing of business local exchange services appears inconsistent 
when viewed in the context of their underlying c haracteristics . 
Staff is proposing to reprice business services t o be more 
equitable by closely accounting for the identif i able 
characteristics of each of the various business service~ . 

ISSUE 34e : How s hould the Commission tariff local service for 
telephones installed in elevators? 

UNITED ' S POSITION: All telephones installed i n elevators s hould 
re~eived business rates. Elevator telephone service is subscribed 
to by the building owners/managers, not by the residents of t he 
building. The owne r/managers are considered business entit i es, not 
residential subscribers . Also, these building owner/managers order 
this service to fulfill their legal obligations to their tenants , 
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not to provide residents with an alternate source of residential 
telephone service. 

The use of elevator telephones is primarily for buisness 
purposes. The function of an elevator telephone is to enhance the 
safety and security of persons using the premises regardless of 
whether they are residents, guests, trades people, or employees of 
the building housing the elevator. Buildi ng owners/managers have 
a legal r esponsibility to maintain common areas, such as elevators, 
in a safe and secure condition. One of the means by which they 
attempt to meet this obligation is by maintaining elevator 
telephones . 

United's General Exchange Tariff, Seciton A2 c.s. sets forth 
the application of rates fur business and residence service. 
Paragraph (a) of that provision states that the classification of 
business or residents " ... is based on the character of use to be 
made of this service. Paragraph (b) provides that "business rates 
apply whenever the use of the service is primarily or substantially 
of a business, professional, institutional or o t herwise 
occupational nature ... ". And subpart (b) of Paragraph (b) provides 
that business rates apply for ''All other locations where the 
subscr~ber 's primary use of the service is for business pruposes . 
{Emphasis add ed) The use of elevator telephones is primarily and 
substantially of a business and institutional nature from the 
subscriber ' s {building owner/manager) pers pective , as discussed in 
United's preceding paragraph. 

The provision of service is defined by the subscriber to the 
service, not by who the subscriber allows to use the service. In 
other words, a bank may allow a customer to make a personal call , 
but that does not transform the bank's business service to 
residential service . The building owner/manager does not provide 
the elevator as part of a domestic function, but top provide a safe 
and secure common area of the building in which the elevator is 
located. Even if someone were tomake a personal cal 1 from an 
elevator telephone, that would not alter the fundamental nature of 
the service , any more than a personal call form a bank would. 

Therefore , United believes that the rates charged for elevator 
telephones should be the business rate . {Mr . Poag) 

AT&T'S POSITION : No positi on at this time . 

FCTA ' S POSITION: No position at this time. 

EPT~ ' ~ PO~IIIQ~ : No position at this time . 
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OPC ' S POSITION: If installed in areas serving residences, s uch as 
phones located in condominium elevators, this serv ice should 
receive residential rates . 

STAFF ' S POSITION: No position at this t ime. 

Cat ch All 

ISSUE 35 : Should Uni ted be required to itemize i t s b ills on a 
monthly basis? 

UNITED ' S POSITION: No. Today the Commission requires that we 
provide all customers , once a year , with an itemized listing of the 
c harges included i n their monthly local service billing amount. We 
also do so automatically any time during the yea r that the customer 
has a change i n telephone service or features. We will also 
provide the itemization at any time upon the request of the 
customer . 

There is no evidence in this case or, to the knowledge of the 
Company, anywhere else wh ich suggests that our customer s would 
prefer monthly itemized b i lls . Nor are we awar e o f any other 
t elephone c ompany wh ich prov ides monthly itemizat ion . 

Some customers are concerned today about the length of their 
telephone b i ll without the de tail. Given that any customer may 
request a deta i led bill or call a service representative to have a 
bill explained, it would seem inappropriate to require the Company 
to increase operating expenses by an estimated $500 , 000 to meet 
s uch r e qu i rements . (Mr. McRae) 

AT&T ' S POSITION : AT&T has no position at this time . 

FCTA ' S POSITION: No position at this t ime . 

FPTA'S POSITION: No position a t this time. 

OPC ' S POSITION: At a minimum the Commission should require United 
to submit a proposal to itemize bills on a monthly basis.(~). 

STAFF ' S POSITION : No position at this time. 
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ISSUE 36: The following services have not been addressed in other 
issues and no changes have been proposed: 

Tariffed Items CListed by tariff section> 
A2, General Regulations. 
A4, Service Charges (other than secondary serv ice 
connection charge). 
A5, Charges Applic able Under Special Conditions. 
A6, Directory Listings. 
A7, Coin Telephone Service. 
A8, Telepho ne Answering Service. 
A9, Foreign Exchange Service. 
A13, Miscel laneous Service Arrangements (other than 
custom Calling, SignalRing, and ExpressTouch). 
A14, Auxiliary Equipment. 
A1 5 , Connection with Certain Facilities andfor 
Equipment of Others . 
A19, Wide Area Telecommunications Service. 
A20 , Priva te Line Service and Channels. 
A2 4 , Emergency Reporting Services. 
A29, Data Transport Service. 
A108-Al24, Obsolete Tariff Offerings . 
E2, General Regulations. 
E7, Special Access Services . 
E8, Billing and Collection Services . 
E16, Access Service for Loca l Exchange Companies • 
completion of IntraLATA-Intercompany Long Distance 
MTS and WATS calls (other than the MABC BHMOC flow 
through). 

Non-Tariffed Items 
Directory Advertising . 
Rent Revenues (Pole attachments, IXC floor space, 
etc.). 
Miscellaneous Other Operating Revenues (UTLD 
royalty, COBRA, etc.). 
Non-Access Revenues (IXC contracts tor Operator 
Services) . 
E-911 Contracts and Private Line Settlements with 
Southern Bell, GTEFL, and Vista-United. 
InterLATA Private Line Terminal Equipment. 
Intrastate InterLATA FG A EAS Contract. 
MessageLine. 

Is this appropriate? 
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UNITED'S POSITION : Yes. Wi th the exception of private line 
services a nd special access serv ices, which are being addressed in 
separate dockets, the rates for most of t hese services were 
adjus ted i n 1991 . (Mr . Poag) 

AT&T'S POSITION: AT&T has no position at this time . 

FCTA ' S POSITION: No position at this time. 

FPTA'S POSITION: No position at this time . 

OPC ' S POSITION : No pos i t ion a t this time . 

STAFF ' S POSITION : No position at this t ime. 

Tariff Effective Date/Customer Notif i cation 

ISSUE 37: What should be the effective date of any rate c h a nges? 

UNITED ' S POSITION : New rates should become effective within fi ve 
days a f t er correct t a r iffs ha ve bee n fi l e d. (Mr . Poag) 

AT&T ' S POSITION: AT&T has no position at this t ime . 

FCTA ' S POSITION : No position at this time . 

FPTA ' S POSITION : No position a t this time . 

OPC' s POSITION: The Commission s hould order a rate decrease 
eff ective J uly 1, 1992 . 

STAFF ' S POSITION : No posit i o n at this time . 

ISSUE 37a : When s hould c us tomers be no t ified of a ny r ate 
changes? 

UNITED ' S POSITION : Customer s hould be notified of the rate 
changes with a bill stuffc r reflecting the rate c hanges mailed i n 
t he appropria te July and August billing cycles . (Mr . Poag) 

AT&T ' S POSITION: AT&T has no position at this time. 

FCTA ' S POSITION : No posit ion at this time . 

FPTA'S POSITION : No posit ion at this time. 



ORDER NO. PSC-92-0181-PCO-TL 
DOCKET NO. 910980- TL 
PAGE 85 

OPC ' S POSITION: Customers should be notified about rate changes as 
qui ckly as possible. 

STAFF 'S POSITION: No position at t his time . 

ISSOE 37b : What shculd be contained in the bill stuffer to UTFL 
customers announcing any rate changes? 

YNITEP ' S POSITION : The bill i nsert should contain the approved 
new rates for services included i n the customer notification mailod 
with c us tomer bills in July and August . (Mr. Poag) 

AT§T ' S POSITION: AT&T has no position at this time. 

FCIA ' S POSITION : No position at this time . 

FPTA ' S POSITION : No position at this t ime. 

OPC ' S POSITION: The Commission s hould provide customers a plain, 
understandable description of each rate change. 

STAFF ' S POSITION: No position at this t ime . 
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of 
Interrogatories 
Nos . 124, 125 
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WIIME~S fBQfft;Bt;Q 
lU 

B. H. Reynolds Staff 

R. D. McRae United 

United 

United 

United 

United 

United 

Staff 

lalla HQ: 

BHR-4 

RDM-1 

RDM-2 

RDM··3 

RDM-4 

RDM-5 

RDM-6 

RDM-11 

Qt;~~BlellQH 

Responses to 
OPC ' s 6th Set of 
Interrogatories 
Nos. 37-39 

Budget Cycle 
Events 

Actual Results 
Compared to 
Budget 

Forecast 
Financial 
Statement o f 
Income, Test 
Year Ended J une 
30, 1993 

Pa rent De bt 
Adjustment 

Increase in 
Depreciation and 
Amortization 
Expe nse 

Common Equity 
Ratios of 
Companies 
Operating in 
Long Dista nc e 
and CPE 
Businesse s 

Responses to 
staff 
Interrogato ries 
Nos. 1a-1g , 2-8 , 
75- 84 , 88-95 , 
107-
120 , 123 , 128,146-
149,154-160, 
186-209,212-217, 
220 
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WIIN£:2:2 EBQfff.iBf.il2 
.8..i: 

R. D. McRae staff 

Staff 

Staff 

Staff 

StaZf 

Staff 

Staff 

l d2· HQ~ 

RDM-12 

" 

" 

.. 

" 

" 

" 

Qf;:2CBIPTIQN 

Responses to 
OPC's 3rd Set of 
Interr ogatories 
Nos. 1-91 26 1 
44-59 

Responses to 
OPC ' s 4th Set of 
Interrogatories 
No. 3 

Responses to 
OPC ' s 6th Set of 
Interrogatories 
Nos . 1- 71 101 
15-191 341 40 1 
411 43 1441 62-
66, 68, 73, 78, 
851 87 

Responses to 
OPC ' s 9th Set of 
Interrogat ories 
Nos . 33 1 45 

Responses to 
OPC ' s lOth Set 
of 
Interrogatories 
Nos. 41 5 1 91 
151 25 

Responses to 
OPC ' s 14th Set 
of 
Interrogatories 
Nos. 4 1 14 I 19-
21 , 28 

Responses to 
OPC ' s 17th Set 
of 
Interrogatories 
Nos . l-4 
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Wil:~~~~ fBQffEBE12 
lri 

R. D. McRae Staff 

Staff 

Staff 

Staff 

I.Q. HQ. 

ROM-13 

RDM-14 

RDM-15 

RDM-16 

Qf.:S~Bl:fl:IQ~ 

Responses to 
Staff's 2 nd 
Reques t for 
Production of 
Documents Nos. 
1a-1e, 2-5* 1 6,7 
•Except for 
information 
pertaining to 
ATT-C and UTLD 
market share 

Deposition 
Transcript of 
Richard D. 
McRae: 4/3/92 
••specific 
transcript pages 
will be 
determined after 
they have been 
r eceived and 
r e v iewed. 

Richard D. McRae 
Deposition 
Exhibits 
•• Specific late 
filed deposition 
exhibits will be 
determined after 
they have been 
r eceived and 
r eviewed. 

Deposition 
Transcript of 
Shields , 
Dame wood, and 
Frantz: 3/23/92 
Pages 5-12, 16-
21 
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WITNESS 

R. D. McRae 

Thomas c. DeWard 

Victoria A. Montanaro 

PROFFERED 
.IU. 

Staff 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

I. D. NO. 

ROM-17 

DESCRIPTION 

Shields, 
Damewood, and 
Frantz 
Deposition 
Exhibits Nos . 1, 
3-6, 9 

APPENDIX I Qualification of 
Thomas c. 
DeWard, C. P.A. 

EXHIBIT 
TCD-1 

VAM-1 

VAM-2 

VAM-3 

VAM-4 

VAM-5 

VAM-6 

19 Schedules 
Supporting 
Proposed 
Adjustments 

Coopers and 
Lybrand Joint 
Study Retiree 
Health Benefits, 
How to Cope with 
the Accounting, 
Actuarial and 
Management 
Issues 

UTI's Retiree 
Medical Plan 
(Selected Pages) 

UTI ' s 
Accounting/Fi­
na ncial Summary 

UTF ' s Responses 
to OPC ' s Request 
for Admissions 

Staff OPEB 
Questionnaire 

Arthur Young 
Views on FAS 106 
Exposure Draft 
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WITNESS 

Victoria A. Montanaro 

R. Earl Poucher 

PROFFERED 
1U 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

I. p, NO. 

VAM-7 

VAM-8 

VAM-9 

VAM-10 

VAM-11 

VAM-12 

E. Pouche r 
Exhibit 1 

E . Poucher 
Exhibit 2 

PESCRIPTION 

Proposed 
Actuarial 
Compliance 
Guideline - for 
FAS 106 

Arthur 
Andersen's 
Explanation and 
Discussion of 
FAS 106 

UTI's Memorandum 
regarding 
Funding of 
Accrued 
Postretirement 
Benefitn 

GTE Chart -
illustrating 
cost of FAS 106 
versus Paygo 

Highlights of 
AICPA - SEC 
Joint Meeting 

UTI ' s Regulatory 
summary 

Inside Wire 
Income 
Adjustment 

Florida PSC 
Deregulation 
Order 

OPC E. Poucher FCC Docket 79-
Exhibit J 105 Memorandum, 

Opinion and 
Order 

OPC E. Poucher FCC Docket 79-
Exhibit 4 105 Background 

and Discussion 
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WITNESS PROFFERED I.p. NO . PESCRI?TION 

R. Earl Poucher 

R . D. McRae 
Rebuttal Exhibits to 
Intervenors 

c . J . Winston 

R. F. Dodrill 

J . w. Hoyt 

R. D. McRae 
Rebuttal Exhibits to 
Staff 

J . w. Wareham 

1ri 
OPC E . Poucher Credit Card 

United 

United 

Staff 

Scaff 

Staff 

United 

United 

United 

United 

Exhibit 5 Refund 
Adjustment 

E. Poucher Bulk Purchase 
Exhibit 6 Credit 

RDM-7 

RDM-8 

CJW-1 

RFD-1 

JWH-1 

RDM-9 

RDM-10 

JWW-1 

JWW-2 

Calculation of 
Revenue 
Defi ciency 

First Mortgage 
Bond Ratings 

Rate Case Audit 
Report 

Rate Case Audit 
**P ges to be 
determined prior 
to hearing 

Rate Case Audit 
**Pages to be 
determined prior 
to hearing 

Expensing vs. 
Capitalizing 
Application 
Software 

Response to Rate 
case Audit 

UTI Orqanization 
Chart 

Sprint/United 
Management 
Company 
Allocable 
Expenses for the 
12 Month Period 
ended June 30, 
1993 
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WITNESS 

Michael L. Brosch 

PROFFERED 
lU 

OPC 

OPC 

I. p, N.Q.:.. 

MLB-1 

MLB-2 

DESCRIPTION 

Summary of 
Public counsel 
GS&L Adjustments 

SUIS 1992 Budget 
Adjustment 

OPC APPENDIX A Position 
Description, 
Chairman a nd 
Chief Executive 
Direc tor 

OPC APPENDIX B Position 
Description, 
Senior Vice 
President 
Strategy 
Planni ng and 
Business 
Development 

OPC APPENDI X C Position 
Description, 
Senior Vice 
President -
Treasurer 

OPC APPENDIX D Position 
Des cription, 
Legal and 
External Affai r s 
- Corporate 
Secretary 

OPC APPENDIX E Posit i on 
Description, 
Senior Vice 
Pre side nt -
External Affairs 

OPC APPENDIX F Pos ition 
Description, 
Vice President -
Corporate 
Communications 
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WITNESS 

Mich ael L . Brosch 

F. B. Poag 

PROFFERED I.p, NO. PESCRIPTION 
lrt 

OPC APPENDIX G Advert isement 
concerning 
Purchasing 
Interest in US 
Sprint 

OPC APPENDI X H Contribution -

United FBP-1 

Staff FBP-2 

Staff FBP-3 

Staff II 

Staff " 

Un ited 
Telecom/ US 
Sprint, 1990 

Rate Chang\:! 
Information 

Responses to 
Staff 
Interrogatories 
Nos . la-lg , 2-4, 
5-9 , 10a-10h, 
11- 21 , 23-27 , 
29, 33- 48, 51 , 
53 - 63, 66-69 , 
82- 87 , 161-165, 
167-170 , 172, 
174 , 176-184 , 
218,219 

Responses to 
OPC's 3rd Set of 
Interr ogat ories 
Nos. 7, 8 , 9, 
34, 38 

Responses t o 
OPC's 4th Set of 
Int errogatories 
No. 4 

Responses to 
OPC ' s 6th Set of 
Interrogatories 
Nos . 1-4, 15-19, 
35, 37-39, 45 -
49, 93 
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WITNESS 

F. B. Poag 

PROFFERED 
1lX 

Staff 

Staff 

St aff 

Staff 

Staff 

I. Q. NO. 

" 

II 

II 

" 

FBP-4 

DESCRIPTION 

Responses t o 
OPC ' s 7th Set of 
I nterrogatories 
No. 3 

Responses to 
OPC ' s 9th Set of 
I nterrogatories 
Nos . 3 , 4 

Responses to 
OPC ' s lOth Set 
ot 
Interrogatories 
Nos. 3, 28 , 29, 
40, 41 

Responses to 
OPC ' s 14th Set 
of 
I nterrogat o r ies 
Nos . 7, 8 , 32 

Responses to 
Staff ' s 2nd 
Request for 
Production of 
Documents Nos . 
4 , 8-10 
•Except for 
information 
pertaining to 
ATT-C and UTLD 
market share 
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WIIMt;~~ fBQEf:t;B~Q 
lrL 

F . B. Poag Staff 

Staff 

Staff 

Staff 

1· 12: HQ. 

FBP-5 

FBP-6 

FBP-7 

FBP-8 

Qt;;S~BlPTIQH 

Deposition 
Transcript of 
Ben Poag: 
3/30/92 
••Specific 
transcript pages 
wi ll be 
determined after 
they have been 
received and 
reviewed. 

Ben Poag 
Deposition 
Exhibits 

** Specific late 
filed depos i tion 
exhibits will be 
determined after 
the y have be en 
received and 
reviewed . 

Deposition 
Transcript of 
Shields, 
Damewood , and 
Frantz: 3 /23/92 
Pages 23-25, 33-
37 

Shields , 
Da mewood , and 
Frantz 
Deposition 
Exhibits Nos . 2 , 
7 
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Wil:Hf;~~ fBQffERf;Q 
~ 

c. M. Linke United 

United 

United 

United 

United 

United 

Staff 

I.t2. ~Q. 

CML-1 

CML-2 

CML-3 

CML-4 

CML-5 

CML-6 

CML-7 

t2f;S~Bifl:IQ~ 

The Discounted 
Cash Flow Model 
Approach to 
Estimating 
Utilities ' 
Equity Capital 
Cost: Some 
Implementation 
Issues 

DCF Analysis for 
RHCs 

The Need for an 
Equity 
Floatation Cost 
Adjustment 

Estimation Bias 
in Constant 
Growth DCF 
Analyses of 
Multi-Division 
Utilities 

Measuri ng the 
Market Risk 
Premium for Cost 
of capital 
Estimation: 
Arithmetic Mean 
vs . Geometric 
Mean 

The Linkage 
Between Risky 
Cash Flows and 
Asset Returns 

Deposition of 
Charles H. 
Linke: 4/2/92 
Deposition 
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WITNESS 

c. M. Linke 

David Parcell 

PROFFERED 
1U 

Staff 

OPC 

I. p, NO. 

CML-8 

DESCRIPTION 

c . M. Linke 
Deposition 
Exhibits 

Schedule 1 Background and 
Experience 
Profile of David 
c . Parcell 

OPC Schedule 2 Economic 
Indicators 

OPC Schedule 3 United Telephone 
Company of 
Florida Capital 
Structure Ratios 

OPC Schedule 4 United Telecom 
capital 
Structure Ratios 

OPC Schedule 5 Independent 
Telpehone 
Industries 
Capital 
Structure 

OPC Schedul e 6 Independent 
Telephone Groups 
Capital 
Structure Ratios 

OPC Schedule 7 United Telecom 
Telephone 
Subsidiary 
capital 
Structure Ratios 

OPC Schedule 8 Dividend Yields 

OPC Schedule 9 Individual 
Company DCF Cost 
Rates 
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WITNESS PROFFERED I.D. NO . 

Dav id Parcell 

Jn: 
OPC Schedule 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

OPC 

10 

Schedule 
11 

Schedule 
12 

Schedule 
13 

Schedule 
14 

Schedule 
15 

Schedule 
16 

Schedule 
17 

Schedule 
18 

DESCRIPTION 

Standard and 
Poor ' s 500 
Composite 
Returns on 
Equity 

Individual 
Company CAPM 
Cost Rates 

Telephone Groups 
Earnings and 
Market-to-Book 
Ratios 

Standard and 
Poor ' s 500 
Composite 
Earnings and 
Market- to-Book 
Ratios 

39 I ndustries 
Rates of Return 
on Common Equ ity 

Risk Indicators 

Exc erpts from 
Standard and 
Poor ' s Credit 
Week of February 
10, 1992 

United Telephone 
Company of 
Florida Total 
Cost of Capital 

United Telccom­
municatlon, Inc. 
Total cost of 
Capital 
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WIIt:i~~~ fBQEfEBt;Q 
1lX 

David Parcell OPC 

Staff 

Staff 

T. w. coyle United 

Staff 

Staff 

J. P . Salyer United 

United 

N. Pruitt Staff 

Staff 

Staff 

Staff 

Isl2a t:{Q. 

Schedule 
19 

DP-1 

D:>-2 

TWC-1 

TWC-2 

TWC-3 

JPS-1 

JPS-2 

NP-1 

NP-2 

NP-3 

NP-4 

Q~~~BleiiQt! 

Regional Holding 
Companies 
comparison of 
Projected EPS 
Growth and 
Actual EPS 
Growth 

Deposition of 
David Parcell: 
4/2/92 

D. Parcell 
Deposition 
Exhibits 

Schedules 1-9 

Deposition of 
Thomas w. Coyle: 
4/2/92 

T. w. coyle 
Deposition 
Exhibits 

Third Quarter 
199 1 Service 
Rule Res ults 

Quality and 
Efficiency 
Report 

Logged 
Complaints 

Complaint Rate 
by Type 

Complaints by 
Year, 1987-1991 

Justification by 
Year, 1987-1991 
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WITNESS 

D. B. McDonald 

PROFFERED I.p. NO. 
1ll 

Staff DBM-1 

DESCRIPTION 

Jan . 1992 
Service 
Evaluation 

Staff has not yet :finished its list of exhibits which it 
intends to utilize in this proceeding. Staff will supply a list of 
the remainder of its exhibits to all parties prior to the hearing. 

Parties and Staff reserve the right to identify additional 
exhibits for the purpose of cross-examination. 

VIII . STIPULATIONS 

Un i ted Telephone Company, the Public Counsel, AT&T, FPTA, 
FCTA , and the Staff have agreed to the following stipulations: 

1. The testimony , deposition, and exhibits of witne sses Linke, 
coyle, and Parcell regarding the cost of equity may be 
stipulated into the record. 

2 . The deposition of Hr. Don Poynter, taken February 28 , 1992, 
may be stipulated into the record. Mr. Reynolds will respond 
to any questions regarding the testimony. 

United Telephone Company, the Public Counsel, and the Staff 
have agreed to the following stipulation, without obJection from 
any other party: 

3 . Issue 13: The cost of short term debt for the test year is 
7 . 08%. 

IX . PENDING MOTIONS 

1. Florida Cable Television Association's Motion 
Reconsideration of Order No. PSC-92-0112-PCO-TL. 

It is therefore, 

for 

ORDERED by Commissioner Susan F. Clark , as Prehearing Offic er, 
that this Prehearing Order shall govern the conduct of these 
proceedings as set forth above unless modified by the Commission. 
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By ORDER 
Officer , this 

( S E A L ) 

PAK 

of Commissioner 
lOth day of 

susan F. Clark, 
Aprt.l 

as Prehearing 
199 ? 

SUSAN F . CLARK, Commissioner 
and Prehearing Office r 

NOTICE Of FUBTHER PROCEEDINGS OR JVPICIAL REVIEW 

The Florida Public Service Commi~sion is required by Section 
120.59(4), Florida Statutes, to notify parties of any 
adminis rative hearing or judicial review of Commission orders that 
is available under Sections 120 . 57 or 120.68, Florida Statutes , as 
we ll as the procedures and time limits that apply. This notice 
should not be construed to mean all reques t s for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 

Any party adversely affected by this order, which is 
preliminary, procedural or intermediate in nature, may request: 1) 
reconsideration within 10 days pursuant to Rule 25-22.038 (2), 
Florida Administrative Coda , if issued by a Prehearing Officer; 2) 
reconsideration within 15 days pursuant to Rule 25-22.060, Florida 
Administrat~ve Code, if issued by the Commission; or 3) judicial 
review by the Florida Supreme Court, in the case of an electric, 
gas or telephone utility, or the First District Court of Appeal, in 
the case of a water or wastewater utility. A motion for 
reconsideration shall be filed with the Director, Division of 
Records and Reporting, in the form prescribed by Rule 25- 22.060, 
Florida Administrative Code. Judicial review of a preliminary, 
procedural or intermediate ruling or order is available if review 
of the final action will not provide an adequate r emedy. Such 
review may be requested from the appropriate court , as descr i bed 
above, pursuant to Rule 9.100, Florida Rules of Appellate 
Procedure. 
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