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What is your name and address?

Kimberly H. Dismukes, 111 West Madison Street, Room 812, Tallahalssee,
Florida, 32399-1400. '
Do you have an appendix that describes your educational and occupational
history and your qualifications in regulation?

Yes. Appendix I, attached to my testimony, was prepared for this purpose.

Do you have an exhibit in support of your testimony?

Yes. Exhibit_ (KHD-1) contains 19 Schedules which support my testimony.
What is the purpose of your testimony?

I will evaluate certain aspects of the transactions of BellSouth
Telecommunications, Inc. d/b/a Southern Bell Telephone and Telegraph Company
(Southern Bell or the Company) with its affiliated companies. .
My testimony is organized into eight sections. First, I explain the importance of
monitoring affiliate transactions. Second, I describe the FCC’s rules for
monitoring affiliate transactions and cost allocatiops. Third, I present a brief
overview of the Company’s organizational relationship with its parent company,
BellSouth Corporation (BellSouth or BSC), and its other affiliated companies and
subsidiaries. 'an'd I describe each of the companies owned by BeIl;South

Corporation and the services they provide. Fourth, I address BellSouth

* ‘Corporation’s method of charging for services to its affiliates and describe the

' ‘associated problems. In this section of my testimony I also discuss several .. .
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adjustments due to overcharges from'BellSouth Corporation. Fifth, I address other
affiliates charges’ to the Company and recommend adjustments. Sixth, I discuss
services the Company provides to its affiliates and make recommendatiohs..-
Seventh, I discuss Bell Communications Research and its relationship with the
Company and make appropriate recommendations. Finally, eighth, I present a

summary of my recommended adjustments.

Importance of Monitoring Affiliate Transactions and Cost Allocations

Q.

Let’s turn to the first section of your testimony. Would you please explain
why it is important to closely monitor affiliate transactions?

Yes. In a situation involving the provision of services between affiliated
companies (or within one company that has both regulated and nonregulated
services), the ‘associated transactions and costs do not represent arm’s-length
dealings. Cost allocation techniqﬁes and methods of charging affiliates should be
frequently reviewed and analyzed to ensure that the‘ company's regulated
operations are not burdened by the nonregulated ones.

Because of the affiliation between ’Southern Bell and the firms that contribute to
expenses included in the Company’s cost of service, the arm’s-length bz_lrgaining
of a normal competitive environment is not present in their fransactiohs. A]thOugh

each of the affiliated companies is supposedly separate from Southern Bell,

relationships-among the various companies are still close. All are members of one

“Gorporate family with the same owners.
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Furthermore, BellSouth Corporation, Southern Bell’s parent, and its subsidiaries
share a very close bond: many of the employees of the parent and the
nonregulated subsidiaries are former Southern Bell and South Central Bcli
employees. These facts, combined with the ontinued interaction among the

various entities, preclude any possibility of true arm’s-length transactions.

It should also be kept in mind that the Company has a substantial degree of
monopoly power in its market, In turn, BeliSouth has a great deal of control over
the Company; in the absence of regulation, there is no assurance that affiliate
transactions and allocations will not translate into unnecessarily high charges for
the Company’s services. Without regulatory review, a large, diversified, partially
nonregulated ﬁrm like BellSouth or Southern Bell can undermine the regulatory
process and earn monopoly profits indirectly through the mechanism of affiliate
relationships and allocation of costs between regulated and nonregulated

operations.

Even when the methodologies for cost allocation and pricing have been explicitly
stated, close scrutiny of affiliate relationships is still warranted. Regardless of
whe£her or not the Company eﬁcplicitly establishes a methodology for the
allocation and distribution of affiliate costs, there is an incentive for BellSouth
Cotporation to overcharge costs to Southern Bell and to undercharge costs to 1ts

nonregulated subsidiaries. Likewise, as long as Southern Bell is engaged in both
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monopoly and nonregulated activities, it has the motive and ability to overcharge
its regulated monopoly.operations and subsidize its more competitive nonregulated
ventures in order to underprice its competitors and gain market share.
Nw

Inappropriate treatment of affiliate transactions may take a variety of forms. One
is the misallocation of common costs. To the extent that the parent uses the same
plant, equipment, and personnel to serve both its regulated and nonregulated
activities, it has the incentive to overallocate the costs éssigned to the former in
order to maximize the charges passed on to its captive ratepayers. This same
problem arises within the Company. Since Southern Bell provides both regulated
and nonregulated services, it has an incentive to overallocate costs to its regulated

operations and to underallocate costs to its nonregulated operations.

Another potential problem involves the underpricing of services that the regulated
entity provides to the nonregulated companies or nonregulated operations. Like
the overallocation problem, undercharging for specific services yields high returns
for the competitive ventures, while ratepayers absorb any shortfall. If the prices
for these services are set below the regulated company’s direct costs, the
fcgulated ratepayers will be forced to absorb costs from which they derive no
benefit. Also, if the nonregulated subsidiaries or operations pay less than fair
market value for the services provided by the regulated company, they will

receive. an unfair edge in the competitive marketplace.
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Another abuse can result from the overcharging of services that the nonregulated
entity provides.to the regulated company. Overcharging for services rendered to
the regulated operations yields high returns for the nonregulated operations '01:.

companies at the expense of ratepayers. -

Other abuses of affiliate transactions include the incurrence of costs at the parent
or affiliate level which are typically not allowed for regulatory purposes, like
contributions, lobbying, and advertising expenses. These costs are typically
allocated to the regulated operations and are often hard to detect at the affiliate
level. While these costs are sometimes captured and disallowed at the parent
level, the same is not true for other affiliates that allocate costs to the Company.
For example, VBeIISouth Advanced Networks, Inc. allocates costs to the Company
which appear to include contributions, PAC administration expenses, and

memberships.

Regulatory commissions should also be concerned about duplication of services.
In a large organization like Southern Bell with a parent company like BellSouth
Corporation, it is likely that duplicative services are provided. This is espeqially
trué where BellSouth Corporation provides services to numerous subsidiaries
which are considerably smaller than the Company. While some services may be

necessary for the. smaller companies, they are allocated to the Company

regardless of whether or not they are provided or needed at the Company level. .. ...
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Finally, regulatory commissions should be concerned about the intangible benefits
(name recognition, personnel expertise, and financial stability) conveyed to the
unregulated operations and affiliates at no cost. These benefits can be substantial..
and are largely the result of the regulated operations, yet no compensation is
awarded to the regulated operation for the conveyance of these benefits.

Does incentive regulation reduce the incentive to shift costs away from the
nonregulated entities and operations to the regulated operation?

No. There are at least two reasons to believe that under incentive regulation the
Company has a greater incentive to engage in inappropriate cost shifting from the
nonregulated operations to the regulated operations. First, because the Company’s
operations are not thoroughly examined under incentive regulation there is a
higher prbbability that the Company can get away with shifting costs to its
regulated operations. Under incentive regulation the Company is not subjected to
the rigors of a rate proceeding which often result in disallowances for excessive
costs (i.e., for inappropriate costs charged to the Company’s regulated operations
which should be borne by the Company’s nonregulated operations or the

nonregulated subsidiaries of either the Company or BellSouth.)

Second, due to the excess-revenue-sharing provisions in the incentive regulation
plan, Southern Bell can increase its profits and avoid sharing excess profits with

its cistomers if it shifts costs to its regulated operations (thereby lowering the
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achieved return) and away from its nonregulated operations. Hence, I believe that
incentive regulation actually increases the motive for abuse of affiliate

relationships.

Federal Communication Cemmission’s Rules -

Q.

Let’s turn to the second section of your testimony. What rules have been
promulgated by the Federal Communications Commission (FCC) concerning
charges between affiliated companies?

In FCC Docket No. 86-111, the FCC established Part X rules, which are

.supposed to govern the manner in which affiliates charge each other when subject

to the FCC’s regulation. This order is known as the Joint Cost Crder (JCO). The
Part X rules, also found in Section 32.27 of the FCC Code of Federal
Regulations, réquire the following pricing scheme:
Services provided to an affiliate pursuant to a tariff, including a
tariff filed with a state commission, shall be recorded in the
appropriate revenue accounts at the tariffed rate. Services provided
by an affiliate to the regulated activity, when the same services are
also provided by the affiliate to unaffiliated persons or entities,
shall be recorded at the market rate. When a carrier provides
substantially all of a service to or receives sibstantially all of a
service from an affiliate which {is] not also provided to unaffiliated

‘persons or entities, the services shall be recorded at [a] cost which

shall be determined in a manneri that complies with the standards =~ ..: ...
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and procedures for the apportionment of joint and common costs
between the regulated and nonregulated operations of the carrier
entity. [47 C.F.R. Section 32.27(d) (1950).]
The standards and procedures for the apportionment of joint and common costs
between the regulated and nonregulated operations of the carrier entity require the

use of fully distributed costs.

The FCC also established rules for the sale or transfer of assets between affiliated
companies. These rules require that assets transferred or sold to a regulated
telephone carrier be recorded on the books of the carrier at the lower of fair
market value br net book value. If the asset is sold or transferred from a
regulated telephone carrier to a nonregulated affiliate, the asset must be sold to
the affiliated company at the higher of fair market value or net book value.
What are the FCC’s rules with respect to charges between the regulated and
nonregulated operations of the Company and for charges between affiliates
for which there is no market or tariffed rate?

In this same order the FCC addressed cost allocations between the regulated and
unregulated operations of Tier I local exchange companies and AT&T. This order -
addressed cost-accounting safeguards which were to function as a substitute for

separate reguiated and nonregulated subsidiaries. Tier 1 local exchange companies

and-AT&T were supposed to file cost allocation manuals in accordance with the . ... -~
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FCC-prescribed guidelines. After approval of the manuals, the FCC said it would
allow the Bell Operating Companies (BOCs) and AT&T to offer nonregulated
services without requiring these services to be provided from separate"
subsidiaries. Accordingly, the BOCs and AT&T are now able to use plant,
operations, marketing, and general and administrative resources for both regulaﬁcd
and nonregulated activities. According to the FCC's requirements, costs are
allocated according to a four-stage hierarchy: direct assignment, direct attribution,
indirect attribution, and unattributable.

In your opinion, if the Commission can be assured that the Company follows
the FCC’s rules, can it also be confident that Southern Bell’s regulated |
operations are not unfairly burdened by the Company’s transactions with its
affiliates and the cost allocation techniques used?

No. Merely following the FCC’s approach does not guarantee appropriate
treatment. Furthermore, this Commission is not bound by the FCC’s rules for
purposes of regulating the Company. The FCC’s rules, while helpful, are vague
and leave a lot of discretion to the utility. Consequently, even if the Company
followed the FCC'’s rules, this Commission could not be certain that Southern
Bell’s regulated operations were not unfairly burdened by the affiliate
relationships. Ad‘dit-ionally, there is..little assuraﬁce that the FCC’s oversight will

be adequate for purposes of detecting abuses.

Furthermore, -the attestation audits conducted by the Company’s ocutside ... .

10
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independent auditors should not be relied upon by the Commission for assurance
that the Company’s cost allocation and pricing techniques are fair and reasonable.
These audits merely attempt to verify that the Company has followed the Cosi.
Allocation Manual (CAM) and thus the rules set forth by the FCC. As I discuss
later in my testimony, the CAM is woefully inadequate for purposes of
determining what methods the Company is using and cannot be relied upon for
evaluating the reasonableness of affiliate transactions. In addition, the attestation
audits, in my opinion are not as "independent” or "objective” as they should bc_.
In many instances the language used in the audits is not conclusive. For example,
in testing the transactions between BellSouth Advanced Networks, Inc. (BSAN)
and the Company, Coopers & Lybrand (the attestation auditor) concluded:
"BSAN is billling BST directly f~r only one project. As they are not charging any
rate of return in the FDC [ful!r distributed cost] calculation for the project, it
does not appear there are any potential JCO problems. " Clearly such a statement
should not provide the Commission with any assurance that the charges from
BSAN to the Company are ei_ther in compliance with the FCC guidelines or that
they are fair and reasonable. Just because no return is being charged does not
mean that the cost allocation technique is reasonable or that the charges are

reasonable.

There was at least one instance where the auditors found the Company not to be

in compliance with the FCC’s tules, yet the auditors believed that the affiliate .

L S
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(BeliSouth Enterprises) charges were ‘within the “spirit" of the FCC’s guidelines.

BellSouth Corporation and its Subsidiaries

Q.

Let’s turn to the third section of your testimony. Would you please explain'.
the organizational structure of the Company, ghd Bellsouth Corporation?
Certainly. Page IV-1 of the EelISouth Cost Allocation Manual describes the
organizational relationship between BellSouth Corporation and its subsidiaries.
For convenience. I have summarized this organizational chart on my Schedule 1.
As it shows, BellSouth owns four subsidiaries: BellSouth Telecommunications,
Inc. (BST) which operates Southern Bell and South Central Bell Telephone
Company, BeliSouth Enterprises, Inc., BellSouth D.C., Inc., and BellSouth
Capital Funding Corporation. Within BellSouth Enterprises, Inc. there are four
corporate groups, each owning several subsidiaries. The groups within BellSouth
Enterprises, Inc. include the advertising and publishing group, the corporate
enterprises group, the mobile systems group, and the marketing, international and
corporate development group.

Would you please describe each of the companies owned by Bellsouth
Corporation, the major services each provides, and how each interrelates
with Southern Bell?

Certainly. As mentioned earlier, Schedule 1 of my exhibit depicts the corporate
organizational chart of BellSouth Corporation. For convenience I have also

included Schedule 2, which sets forth a matrix of affiliate-charging relationships’

between the Company and its various affiliates. Schedule 3 shows the amounts. -~ ... .

12
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charged by each affiliate to Southern Bell, South Central Bell, all other affiliates
of BellSouth, and nonaffiliates.' Schedule 4 shows that amounts charged by
BellSouth Telecommunications, Inc.? to its affiliates.

BellSouth Corporation provides services to and receives services from Southern
Bell. As shown on Schedule 3, during 1990, and 1991, BeliSouth charged
Southern Bell $69,969,000 and $68,101,000, respectively. During 1992,
BellSouth charged BellSouth Telecbmﬁmnications , Inc. $99,777,000. The services
provided by BellSouth Corporation are essentially corporate in nature; they
include financial services, planning, legal services, public affairs, public relations,

accounting and tax services, executive support, security, and personnel services.

BellSouth D.C. is a corporation which represents BellSouth Corporation in
matters involving the Federal Government. All of BellSouth D.C.’s costs are
reimbursed by BellSouth Corporation. Thus BellSouth D.C.’s charges to Southern
Bell are indirect--that is they are charged through BellSouth. As shown on
Schedule 2, the Company provides several services to BellSouth D.C., including

telecommunications, aircraft, procurement of Bellcore services, and training.

20

21
z2

In 1992 Southern Beil, South Centrai Bell and BeliSouth Services were merged to form BellSouth
Telecommunications; Inc, .
i

- 13
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BellSouth Capital Funding Corporation, a wholly-owned subsidiary of BellSouth
Corporation, provides financing services to BellSouth Enterprises and its
subsidiaries. This subsidiary provides no direct services to Southern Bell, nof.

does it receive any services from Southern Bel],

BellSouth Enterprises is a holding company which provides planning, financial,
and staff support to BellSouth’s nonregulated companies, It was established to
promote market development, resource allocation, and management of growth in
lines of business not involved in basic exchange or exchange access services. As
listed on Schedule 2, Southern Bell provides BellSouth Enterprises with numerous
services: telecommunications, personnel, medical services, data processing
services, suppbrt, aircraft, procurement, procurement of Bellcore services, data
processing, maintenance and upkeep of motor vehicles, training, and customer

refunds.

As shown on Schedule 4, during 1992, BST billed BSE $680,000 for the services
it rendered. BSE was the fourth largest recipient of services provided by BST to
its affiliates. According to the CAM, BellSouth Enterprises does not provide any
services to the Company. Nevertheless, certain of BSE costs are charged to the

Company through chaining.

14
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Would you review the various operating groups organized under BellSouth

]

Enterprises?

Yes. The advertising and publishing group is primarily involved in the production.,
of telephone directories for South Central Bell apd Southern Bell. Several of the
subsidiaries in this group provide services to and receive services from Southern

Bell. This is depicted in greater detail on Schedule 2.

The mobile systems group operates one of the largest cellular and paging systems
in the U.S. According to the CAM, two of its subsidiaries, BellSouth Cellular
Corporation (with its affiliates) and Mobile Communications Corporation of
America (with its affiliates) provide services to and receive services from

Southern Bell. |

The corporate enterprises group provides leasing, training, and enhanced
communications and computer-related services. Three of the subsidiaries
comprising this group provide services to the Company: Sunlink Corporation,
BellSouth Resources, Inc., and BellSouth Information Systems, Inc. Likewise,

the Company provides services to them.

Finally, the international and corporate development group offers a variety of
communications services and products outside the U.S. The Company provides

services, other than telecommunications, to two of the affiliates in this group:
¥

i 15
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specifically, BellSouth International and Intelligent Messaging Services, Inc. The

Company, however, receives no services from any of the affiliates in this group.

What about subsidiaries of BellSouth Telecommunications, Inc. What._

transactions transpire between these companjgs?

As shown on Schedule 1, BST owns three subsidiaries, Bell Communications
Research, Inc. (the Company is a one-seventh owner of Bellcore, the remaining
owners are the six other Regional Bell Operating Companies), BellSouth
Products, and BeliSouth Business Systems. BellSouth Business Systems in turn
owns Six subsidiaries: BellSouth Advanced Networks, BellSouth Systems
Integration, BellSsuth Communications, Inc., Dataserv, Inc. (and affiliates)
BellSouth Communication Systems, Inc. (and affiliates) and BellSouth Fipancial

Services Corporation.

BST provides services to all three of its primary subsidiaries. As shown on

Schedule 4, in 1992, BST charged $212,000 to BellSouth Products for services

tendered, $310,000 to BellSouth Business Systems for services rendered, and

$5,000 to Bellcore for services rendered. With the exception of Bellcore, none

of these companies provided services or products to the Company.

The Company also provides considerable services to the subsidiaries of BellSouth

Business Systems. Schedule 4 shows that during 1992, the Conipiny  chatged -~ "

Dataserv, Inc. $14,000, BellSouth Financial Services = $25,000,. BellSouth .

16
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Communications Inc. $6,367,000, BellSouth Advanced Networks $8,000, and

BellSouth Communications Systems, Inc. $1,502,000.

BellSouth Corporation’s Charges to Affiliates

Q.

Let’s turn to the fourth section of your testimgony. Would you please describe
how BellSouth charges for services it renders t.o the Company?

Yes. BellSouth essentially arranges costs charged to its subsidiaries into two
groups. In the first are project costs, or costs that can be directly assigned to one
or more entities. In the second are Corporate Services costs (CSC) that are
allocated to BellSouth’s subsidiaries rather than directly assigned. As shown on

Schedule 5, during 1988, 1989, 1990, and 1992°, BellSouth’s project costs

. amounted to $12,073,000, $11,775,000, $12,259,500 and $10,803,800,

respectively; and its Corporate Services costs amounted to $107,295,000,

$129,706,000, $137,493,800, and $122,921,200, respectively.

The amount of Corporate Services costs allocated to BST, or Southern Bell and
South Central Bell, amounted to $93,964,000 in 1988, $112,209,000 in 1989,
$116,739,300 in 1990, and $95,316,700 in 1992. The recent decline in charges
to BellSouth’s regulated operations, i.e. the Company and South Central Bell, is
a function of both a decline in the overall BellSouth charges and fewer dollars

being allocated to the regulated operations than in prior years.

- 21

22

3
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1991 information was not provided to Public Counsel. © ™ - =L
i .

B 17 L



10
11
12
13
14
15
16
17
18
19
20
21

22

As is evident from reviewing this Schedule, the vast majority of Corporate
Service costs are charged to BellSouth regulated telephone operations. In 1988 thé.
Company and South Central Bell were allocated 87.6% of BSC’s corporate costs,
in 1989 they were allocated 86.5%, in 1990 they were allocated 84.9%, and in

1992 they were allocated 77.5%.

During 1992, BellSoﬁth allocated Corporate Service costs to three subsidiaries:
BeliSouth Telecommunications, Inc., BeliSouth Business Systems, and BeliSouth
Enterprises. To distribute these costs BellSouth has developed 207 allocation
factors (referred to as Factor Reference Numbers or FRNs). The FRNs are
broken down-into three categories: noncomposite (141), CX type (23), and
composite (43). [Southern Bell Telephone and Telegraph Company, Response to

OPC'’s Interrogatory 556.]

The first category consists of allocation factors made up of single statistics (e.g.,
capital, employees, operating expenses) or multiple statistics (e.g., 30% regulated
investment and 70% BSE investment). Many of the multiple noncomposite factors
inciude a percentage for the general allocator (discussed in greater detail below).

[Ibid.]

The second category; which is comprised of CX type factors, are used for

18
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exception reporting, to allocate sporadic nonhomogeneous costs within a
responsibility code. In other words, a responsibility code may use a noncomposita
allocation factor to distribute most of its costs, but on occasion some charges may
be distributed using these CX type factors. CX type factors are made up of both

single and multiple statistics.

The third category, composite factors, is used to allocate the costs of top
management. These factors are developed by summing the costs allocated to the

employees who directly report to the managers.

Do you see any problems with BellSouth’s allocation factors?

Yes, I do. First, Southern Bell’s Cost Allocation Manual is sorely deficient in
explaining how BellSouth’s costs are allocated to its affiliates and subsidiaries.
There is no discussion of the allocation factors used, their development, or their
application—-all of which are necessary in order for the Commission to properly
evaluate the reasonableness of the allocation method used by BellSouth. At a
minimum, the CAM should include BellSouth’s cost allocationr policies and
procedures, the allocator factors, and the cost assignment methodologies by

responsibility code.

Second, approximately 78% of BeliSouth’s Corporate Service costs were assigned
to'BST. While BST obviously represents a large share of BellSouth’s operations,

I question the fairness of an allocation method that results. in such a large

S
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allocation of common costs to BellSouth’s predominately regulated operations. 1
believe it fails to reflect the benefit that BellSouth’s numerous subsidiaries are
obviously receiving from the shared services. Part of this problem is explained'.

next in the discussion of the general allocation, factor.

Third, BellSouth uses the general allocator (FRN 100 and CX0006) to allocate
costs from many responsibility codes and also includes it as a component of many
of the noncomposite allocation factors. Consequently, this allocator drives much
of the BellSouth costs allocated to Southern Bell, South Central Bell, BellSouth
Enterprises, and BellSouth Business Systems. The general allocator is intended
to be used for accounts (responsibility codes) which are considered
"unattributable” and thus have no direct relationship to other observable factors.
BellSouth’s general allocator is comprised of the subsidiaries’ total operating
expenses, less the subsidiaries’ cost of goods sold, and less BellSouth's
unattributable costs.

Would you explain your concerns with the general allocator used by
BellSouth?

Yes. My concern with this allocation factor is that it does not reasonably
distribute the associatéd costs among BellSouth Telecommunications (i.e.
Southern Bell and South Central Bell) BellSouth Enterprises, and BellSouth
Business Systems. It 'is'llargeiy size driven; thus the bulk of these “unattributable®

costs are allocated to Southern Bell and South Central Bell, despite the possibility

20
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that the benefits received by each company may not be proportionate. In other
words, use of this factor implicitly assumes that the larger the affiliate the greater
its received benefit from the performance of a particular function within'.
BellSouth. For example, the Public Relations department of BellSouth uses the
general allocafor for several responsiﬁility codes. According to the CAM the
functions included in this category of expenses include public relations related to
financial advertising and media information. [BellSouth Corporation, CAM,
Section V, p. 4; and Southern Bell Telephone and Telegraph Company, Response

to OPC’s Document Request 467.]

The use of a size-based allocator is analogous to charging a 210-pound man twice
as much to see a movie as a 105-pound woman is charged, merely because he is
double her weight. Since they see the same movie, it is reasonable to assume that
they have received the same quantity of service and should pay the same price.
Similar logic ought to apply to many of the services that are being distributed

using the general allocator: sheer size ought to be irrelevant.

This size-based approach ignores the possibility that relatively new competitive
companies like BellSouth Information Systems, Inc., BellSouth Cellular

Corporation, Intelligent Messaging Services, Inc., Cooperative Healthcare

" Networks, Inc., and others, might bepefit disproportionately from corporate

public relations, advertising and the like.
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Similarly, small companies, like, Intelligent Media Ventures or BellSouth
Personal Communications, Inc., which presumably have a small amount of direct
expenses could benefit disproportionately from this factor. In such a case,'.

allocations based on size have little connection, with the actual benefits derived.

The newest companies are the least known by the public and thus tend to derive
the greatest benefit from the 'né.me recognition and other goals achieved by
corporate advertising and public relations. Similarly, the firms operating in the
most competitive markets are likely to receive greater benefit from advertising
and public relations programs than the regulated telephone companies, which

continue to enjoy a high degree of monopoly power within their markets.

Yet, under the general allocation approach, Southern Bell and South Central Bell
have absorbed vastly more public relations costs (approximately 83%) than
BellSouth’s numerous unregulated subsidiaries. The same basic concept holds true
for the executive department, the corporate secretary department, the
comptroller’s department, the corporate planning department, the assistant
secretary corporate counsel’s department, the federal relations department, and

the corporate affairs department.

As shown on Schedule 6, all of these departments use the general allocator to

distribute a large portion of their costs; yet the newer and more competitive firms
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are likely to benefit disproportionately from the existence of these functions.

Comparison of this factor with some of the other allocation factors used by

- BellSouth also raises questions. For example, the allocation factor represented by

the total number of employees in each of the three organizations for the month
of June 1992 was 13.8% for BellSouth Enterprises, 80.0% for Southern Bell and
South Central Bell combined and 6.3% for BellSouth Business Systems, Inc. The
total operating expenses allocation factor was 15.7% for BellSouth Enterprises,
78.7% for Southern Bell and South Central Bell combined, and 5.6% for
BellSouth Business Systems, Inc.. The allocation factor made up of key managers
is 33.0% for BeliSouth Enterprises, 61.8% for Southern Bell-and South Central

Bell combined, and 5.2% for BellSouth Business Systems, Inc.

By contrast, the general allocation factor for the same month was 12.6% for
BellSouth Enterprises, 82.5% for Southern Bell and South Central Bell and 4.9%
for BellSouth Business Systems, Inc. [Southern Bell Telepbone“and Telegraph
Company, Response to OPC’s Interrogatory 556.] Clearly, the general allocation
factor allocates a smaller share of the costs to BellSquth’s unregulated operations

than do these other allocation factors.
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Why does the general allocator apportion such a disproportionately large
share of costs to BellSouth Telecommunications, Inc, if it is based upon all
expenses which are supposedly based upon more objective measures?

One of the reasons is the fact that included in the general ailocator are expenses
associated with human resource services which provides labor relations,
relocation, wages and salaries, and pensions and benefits services. This expense
category is largest category incurred by BeliSouth. Many of the allocation factors
used to allocate these costs are employee related. As would be expected, Southern
Bell and South Central Bell have the most employees and thus are allocated the

most costs. In this particular instance this is not necessarily unreasonable.

However, because this expense category is so large, it has a tendency to dominate

- the general allocator. Clearly, the number of employees of a company has little

or no relationship to the benefits received from public relations, executive, and
legal services rendered. Indeed, according to the Company such expenses are not
related to anything. As such, it is not reasonable, in my opinion, to include in the

allocation factor an account which is dominated by the number of employees.

Another reason the general allocator apportions such a large share of costs to the
Company, stems from the fact that many of the other factors used by BSC are
also size driven. These include such items as total operating expenses, total

capital, total equity, and others where, due to its sizé, BST would receive the
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largest allocation,

A third réason stems from the possible bias of the individuals making up t.he'_
allocation factors. For many BSC charges, the individuals that charge to a
responsibility code decide what the allocation factor should be. Under the
circumstances where BellSouth owns both regulated and nonregulated companies,
individuals may consciously or unconsciously tend to develop allocation factors
that allocate more costs to the regulated companies. This would have the overall

effect of maximizing BSC’s profits.

- What are your conclusions about the general allocator?

In my opinion, BellSouth’s general allocation factor is not a reasonable measure
of the distribuﬁon of benefits that are likely to be received from the centralized
services provided by BellSouth. A better alternative would be a factor which
gives some percentage weight to an equal distribution of costs to the three
receiving entities. For example, a more reasonable factor than the general factor
currently used by BellSouth would be one which gives 50% weight to net
operating expenses (i.e., the current BellSouth general aliocator) and 50 % weight
to an equal sharing among the major companies--25% to BeliSouth Enterprises,
25% to Southern Bell, 25% to South Central Bell, (i.e.. 50% to BellSouth

Telecommunications, Inc.) and 25% to BellSouth Business Systems. Such an

allocation factor for the month of June 1992 would ass'ign 18.8% of BellSouth's ~

"unattributable” costs to BeliSouth Enterprises, 66.3% to Southern Bell and South

I
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Central Bell combined, and 14.9% to BellSouth Business Systems, Inc. [Southern
Bell Telephone and Telegraph Company, Response to OPC’s Interrogatory 556.]
Who benefits the most from these unattributable costs?

It is clear that BellSouth’s unregulated companies benefit more from the functions
performed by BellSouth which are classiﬁed as unattribufable than the small
fraction which is allocated to them. Many of the costs which are classified as
unattributable and allocated using the general allocator relate to very indirect
functions which are performed—-'like those of the Chairman and Chief Executive
Officer. While many of the functions he performs may be necessary for a
company the size of BeliSouth Corporation, any direct link between many of the
functions he.performs and the benefits transferred to the Company are remote at
best. A review of his travel strongly suggests that he spends most of his time in
a public relations mode--which promotes the overall virtues of BSC--not the
telephone operations per se. Given the competitive nature of BSC’s unregulated
companies and, for many of them, their new entry into the market place, the
public relations and civic functions preformed by Mr. Clendenin should be
beneficial.

What other executives allocate their charges using the general allocator?
The Vice Chairman, the Director of Media Relations, the Director of Corporaté

and Educational Affairs, the Director of Educational Affairs, the Director of
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Planning®, the Director of Legislative Affairs, the Director of Legislative Policy,
the Director of Congressional Affairs, and the Directors of Federal Regulatory
all allocate their charges using the general allocator.

What do you recommend with respect to the use of the general allocator?
In my opinion, the Commission should require the Company to change the
allocation factor to the one that I recommend. This distribution will also help
alleviate the problem identified above with respect to impact of the human

resources department and other size-based discriminations.

For the year 1992 I have determined the allocation factor that, in my opinion,
should be used to allocate these "unattributable” costs. As shown on Schedule 7,
my recommended allocation factor for 1992, which is based upon an average of
each of the 12 month allocation factors, would allocate 19.28% of unattributable
costs to BellSouth Enterprises, 66.32% to BellSouth Telecommunications, and
14.40% % to BellSouth Business Systerms.

Have you quantified the impact of your allocation factor, if it were

- substituted for the Company’s general allocator?

Yes, I have. If the Commission agrees with my recommendation, the costs

allocated to the Company using Jthis factor would be reduced by $798,655 for

21
22
23

Actually the Director of Corporate Planning using the composite of direct reports; but since all - -

diréct reports use the gennal allocator. the effective allocation factor used by this individual is the

general allocator. -
E
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1992, As shown on Schedule 6, in 1992, BST was allocated 77.44% of BSC
corporate service costs. Changing to the allocation factor to the one that I
recommend would still allocate 73.82% of BSC corporate service costs to BST..

For BST it would reduce expenses by $4,363,235.

Since BSC does not prepare a budget at the level needed to perform this same
calculation for the budgeted test year, I recommend that the Commission use the
1992 data to adjust projected test year expenses. The overall level of BSC
expenses charged to the Company in. 1992 and 1993 is approximately the same.
Thus, using 1992 data, as I have in other areas, wﬂi prodice a reasonable and
accurate result under the circumstances.

Let’s turn to another subject. Would you address the issue of ownership
costs?

Yes. Ownership costs can be classified as those which are a function of BSC’s
parent company and investor roles. Examples of ownership costs include senior
executives who are concerned with managing the overall diversified group of
companies -owned by BSC and with providing overall guidance to BSC and its
subsidiaries. In addition to the ownership/investor aspect of these executives,
many of them perform a significant amount of corporate public relations -work |
which is more beneficial to the nonregulated subsidiaries of BSC than to Southern

Bell..
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- Other examples of ownership costs include the costs associated with the corporate

secretary, corporate planning, cash management, and corporate counsel. These
departments are primarily responsible the maintaining the legal company, thé_
administration of its corporate responsibilities, and external legal affairs. Many
of these ownership costs are duplicative of the costs incurreci by BST.

Have you quantified the impact of your proposed disallowance for ownership
costs?

Yes, I have. My recommended exi)ense adjustments are shown on Schedule 8. In
total | recommend disallowance of $973,967 of BSC expenses which should be
characterized as ownership costs and/or not appropriate for recovery from

ratepayers.

As shown, under the heading of BSC Executives, I propose disallowing 50% of
the costs charged to the Chief Executive Officer’s responsibility code (Mr.
Clendenin), the Vice Chairman’s responsibility code (Mr. Holding), the Executive
Vice President and General Counsel’s responsibility code (Mr. Alford), and the
Executive Vice President of Governmental Affairs’ responsibility code (Mr.
McGuire).' In total, my adjustment reduces the Company’s intrastate operatihg

expenses by $507,218.

These senior executives are only involved in a very indirect manner in providing

specific technical and management guidance to Southérn Bell. These individuals

I
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are primarily concerned with board strategic policies and promoting the image of

BSC.

For example, according to the Company’s respgnse to OPC’s Interrogatory 34,

the CEQ is:

To provide leadership to the Board of Directors in carrying out its
collective responsibility for the management of the assets, business

and affairs of BellSouth Corporation.

To strategically plan, organize, manage and control the total
operations of BellSouth Corporation and its subsidiaries in ways
that reéult in the optimum in cost effective service, the required
growth in revenues and earnings, and expansion into new
international markets and new business lines, while maintaining
compliance with applicable regulatory guidelines, Board policy
standards, and maintenance of a viable existence within the
competitive marketplace. [Southern Bell Telephone and Telegraph

Company, Response to OPC’s Interrogatory 34.]

The Vice Chairman’s basic functions are:

To provide strategic guidance to the company’s financial and

corporate planning process and to human resources and public
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relations areas in order to anticipate, prepare for and respond to
business demands in ways that assure the company a competitive
and profitable posture in the marketplace. [Ibid.]
AL
The Executive Vice President of Governmental Affairs’ position is described as
follows:
Accountable for developing and implementing corporate policy to
achieve favorable public policy decisions at the federal level; for
apprising senior management of developments that may impact
such public policy decisions; for directihg corporate actions to
influence the course of these developments; and for enhancing the
goals while enhancing the stature of the company as the leader in

the telecommunications industry. [Ibid.]

Finally, the Executive Vice President and General Counsel is responsible for
providing the management of BSC and its subsidiaries with legal counsel, advice
and representation through direction of the BSC’s legal departments, functional
direction and coordination of subsidiary legal departments, and supervision of all
outside counsel employed by BellSouth companies. This person is to parti;:i_pate
in the overall management, guidance, and policy making for BSC and to make the

legal functions operate as one for all companies. [Ibid.]
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Have you reviewed any documents which suggest that BSC emphasizes its
nonregulated operations when making presentations?

Yes. In a speech given to the financial community in New York, in January 1992,'_

_ Mr. Clendenin emphasized BellSouth Corporation’s diversified operations. For

example, Mr. Clendenin spoke about wireless service:
Domestic and international wireless are indeed key components of
BellSouth's growth strategy. And, we're well poéitioned in these
emerging markets, both geographically and from a marketing

standpoint.

We can offer the customer almost anything on the wireless
continﬁum——from tone-only paging, to fast-handoff, to fully
featured cellular. In between are numeric and alphanumeric
paging, mobile data, and experimental Personal Communications

Services, or PCS.

Mr. Clendenin spoke about acquisitions:
...we were active in the acquisitions _Inarkgt last year.
Domestically, we finalized deals with GTE, Graphic Scanning and

McCaw.

As part of the RAM Broadcasting joint venture I'll talk more about that
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later, we have a deal pending that will give us a majority of the non-
wireline license in Honolulu. [Southern Bell Telephone and Telegraph
Company, Response to OPC’s Document Request 794.]
Ny
Mr. Clendenin also addressed BSC’s operations in Argentiﬂa, Mexico, Venezuela,

Uruguay, Chile, New Zealand, Denmark, and Australia.

In another speech given in Orlando, in November 1992, Mr. Clendenin continued
to speak about BSC diversified efforts and many of the same subjects addressed
in New York. Mr. Clendenin addressed the shifting of the focus of BSC. |
And all of these strategic responses to the opportunity that change
has creﬁted, I think, show that we are in fact shifting the long term

drivers of our corporation. {Ibid.]

Mr. Clendenin explained how in 1983, BellSouth Enterprises represented only a
single digit percentage of BSC’s equity value. By 1992, BSE represented
approximately one-third of BSC’s equity value. And, by the year 2001, BSC

estimates that BSE will represent about 60% of BSC's equity value. [Ibid.]

I have included in my exhibit, as Schedule 9, this entire speech. It gives a clear
sense that while the regulated telephone operations are still important to BSC, -

many of the nonregulated diversified operations are receiving considerable

H
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attention from BSC's executives. Furthermore, it also shows that in the future,
BSC intends for the nonregulated operations to dominate the makeup of
BellSouth’s operations. Clearly, such a strategy cannot iJC accomplished withouf,
substantial effort on the part of BSC’s top management.

Have you reviewed any other information which indicates that these senior
executives’ costs should not be born by Florida’s ratepayers?

Yes. Schedule 10 of my exhibit sets forth Mr. Clendenin’s use of the executive
corporate aircraft. This schedule shows the dates of Mr. Clendenin’s flights, his
itinerary, the miles flown, the passengers, and the purpose of the trip. A review
of this schedule clearly demonstrates that much of Mr. Clendenin’s travel time
is spent not promoting the regulated telecommunication operations, but in
promoting the overall corporate image of BSC. In the past this Commission has
determined that corporate "image" advertising is not appropriately recoverable
from ratepayers. I view Mr. Clendenin’s public relations/image enhancement

efforts in the same light.

Below I have listed the purpose of every fifth flight taken by Mr. Clendenin:
Speak to financial community;
Visit family of I.B. Campbell, Director of BellSouth Board,;
Attend unveiling of C. F. Baily’s portrait;
* Speak at Jefferson County public school administrators retreat;

Attend meeting of the business council;
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Talk at Western Kentucky University;

Attend function honoring deceased BeliSouth Director:

Speak to Boy Scouts;

Attend meeting with regional Bell Operating Companies CEOs;
Make speech to Boy Scouts;

Attend shareholders meeting;

Meet with Governor and attend broadband network function; and

Speak at Point of Lights conference.

As can be seen from reviewing both the above list and Schedule 10, Mr.
Clendenin does not spend the majority of his travel time on the regulated arm of
BSC. To the contrary, at least from his travel, it appears that Mr. Clendenin

spends a great deal of time promoting the overall image of BSC.

Schedule 11 of my exhibit summarizes vouchers that I selected from BSC's
transaction jourhal. Many of the vouchers that I selected relaté to travel and
entertainment expenses of BSC’s executives. (It is important to note that the
transaction journal has no explanation as to the purpose of an expense being
incurred, exc:ept-f;)-r the account that it is being charged to. Thus, while my
selection was geared toward certain miscellaneous expense accounts, 1 had no

knowledge of the purpose of the expense.)
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Page 9 of this Schedule shows all of the expense vouchers that were puiled
relating to Mr. Clendenin. Like the corporate aircraft, much of Mr. Clendenin's
travel expenses are related to enhancing BSC’s public image, or are related to.,
other public and civic activities. For example;Mr. Clendenin’s travel includes
expenses for meeting with the Regional Bell Operating Companies (RBOCs) to
discuss legislaﬁvc matters, for meeting with the news media, for attending a
Junior Achievement breakfast for Atlanta business leaders, for attending the Boy
Scouts National Council meeting, and for meeting with the New York Times
Editorial staff,

So far you have only addressed Mr. Clendenin. Have you reviewed any
documents which suggest that activities of the other senior executives are not
entirely beneficial to the Company?

Yes. Vouchers examined which related to Mr. Holding are shown on page 7 of
Schedule 11. Mr. Holding's responsibility code, HEOHOO, shows several
questionable items which indicate that he serves, at least in part, in a public
relations/entertainer role. Furthermore, his travel and expense activities would
appear to have little to do with the regulated telecommunications operations of
BSC. As shown on Schedule 11, Mr. Holding incurred expenses for such items
as golf green fees at the Atlanta Athletic Club to discuss issues in the
telecommunications industry; for 1992 Atlanta Hawks NBA playoff tickets; for
1992-93 season tickets for the Atlanta Hawks; and for 1992-93 Georgia Tech

season basketball tickets. In addition to these expenses, the Company refused to
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provide other vouchers requested (specifically siﬁ) claiming that the costs are not
charged to Southern Bell and thus are not relevant. Presumably, if the costs are .
not charged to Southern Bell, then the activities engaged in by Mr. Holding are '_
also not related to Southern Bell. In my opiniqn, a review of the few selected
travel and entertainment vouchers of Mr. Holding, combined with the Company’s
admission that much of his travel is not related to BST, demonstrates that little

of his efforts is beneficial to the regulated telecommunications operations of BSC,

No travel or entertainment vouchers were requested for Mr. McGuire, the
Executive Vice President of Governmental Affairs, and only one was requested
with regard to Mr. Alford, the Executive Vice President and General Counsel.
For the latter, as depicted on page 8 of Schedule 11, the expense voucher related
to Mr. and Mrs. Alford attending the ABA annual meeting in San Francisco and
numerous bar dues that were submitted with this expense reimbursement.

Why are you recommending that only 50% of these cost be disallowed as
opposed to 100%?

My 50% recommendation reflects the decision made by the Commission
concerning these types of expenses in at least one other rate case where 50% of

ownership costs were disallowed.

‘In addition, while I believe that only a small fraction of these expenses benefits

‘Southern Bell and the Florida intrastate ratepayers, my 50% disallowance reflects

i

- 37



10
11
12
13
14
15
16
17

18

19

20
21

22

a conservative estimate. I believe that a 50% disallowance is reasonable and gives

the Company the benefit of the doubt.

Would you explain why you believe that 50% of the costs charged to._
Corporate Planning should not be charged to Florida ratepayers?

The Corporate Planning department is iﬁvolved in strategic planning issues and

the identiﬁcatioh of BSC business opportunities. The Corporate Planning

department also develops models of BellSouth’s financial performance for use in

financial strategic planning.

Some recent strategic issues analyzed by this department show that their functions
are diverse and not primarily related to the regulated telecommpnications
business. Thesé include: the overall BSC position and direction on information
services; the overall BSC position and direction on wireless services; the overall
BSC vision and direction in the global telecommunications and information
industry; the implication for BSC and its businesses of the long term trend in the
telecommuni‘cations and information industry; BSC’s position on intelligent
network services; the opportunities that exist in the healthcare and education
markets; the indicators that best measure BSC’s progress toward meeting its short
and iong-term busi:xeés; g‘dals'; how do BSC and other institutions link technology
and planning with strategic business planning; what should BSC’s strategies be

relative to emerging wireless technologies; the impact of wireless technology on

BSC’s current paging business; what should BSC’s strategies be regarding
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manufacturing assuming relief from the Modified Final Judgement (MFJ); and
how are BSC’s business strategies linked to participation in technology standards
with respect to wireless technologies. [Southern Bell Telephone and Telegraph '_

Company, Response to OPC’s Interrogatory 239.]

A recent quote from BSC's Vice President of Strategic Planning, Mr. Charles C.
Miller, III, also yields some insight into this department. When the Virginia
Supreme Court recently ruled that Bell Atlantic could provide cable service, Mr.

Miller was quoted as saying "We have planned for this possibility."

Finally, a review of some of the expense vouchers for this department supports
the department’s emphasis. on diversification and the nonregulated operations of
BSC. For example, BSC spent in excess of $10,000 to send someone to Hong
Kong, Shanghai, Tokyo, Melbourne, Canberra and Sydney, Australia, in
connection with strategy development, which apparently had nothing to do with
regulated telephone service in Florida. This department spent $23,338 for a study

concerning cable TV and wireless threats and opportunities.

The material that I have reviewéd indicat.es. that while the Corporate Planning
department of BSC provides a great deal of strategic planning service, only a

small portion deals with the regulated telecommunications industry. For this

~ reason I believe that it would be reasonable for the Commission to disallow 50%

S
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of this department’s expenses. As shown on Schedule 8, this results in a reduction
to the Company’s test year intrastate operating expenses of $358,735.

Would you address your adjustment for the treasury and cash management',
function? | -
Yes. The Treasury depariment of BSC, which is where the cash management
functions are performed, provides a range of services including pension
administration, investor relations, cash management and financing support. Those
functions within this department, which manage BSC’s cash, investments, and
borrowings, should be considered ownership costs--costs that are either redundant
to costs incurred at BST or which would not be incurred by ratepayers in the
absence of the holding company arrangement. For example, in response to
OPC’s interroQatories 379 and 380, the Company indicated that it develops and

coordinates its own cash forecasts without dependence on .BSC and that it

coordinates its own banking relations without dependence upon BSC.

Since BST has the capabilities to manage its own cash and performs its own
banking relations, it would be unfair to require ratepayers to pay for this expense
twice because of the BSC/BST-holding company arrangement. Accordingly, I
recommend that 25% of the costs associated with cash management be

disallowed. The 25% disallowance is designed to estimate the amount of expenses

that are redundant or not beneficial to BST. I have used a lesser percentage for -

" this function than for the others because there appear to be necessary functions
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that could not be performed in the absence of BSC, or would be required at the
BST level if BST were not owned be BSC. As shown on Schedule 8, this
recommendation reduces the Company’s intrastate expenses by $68,815.
Would you discuss the Assistant Secretary/Corporate Counsel department
and why you believe a portion of these expenses should be disallowed?

Yes. This department’s functions include maintaining the total corporate structure
as ‘a viable entity, providing support to the Board of Directors of BSC, and
providing other support to subsidiaries on matters of ‘special expertise in the
corporate governance area. This department supports the BSC parent legal entity
and should be considered an ownership cost. In addition, many of the costs
incurred by this department are duplicative of costs incurred at the BST level. For

example, both BST and BSC must support their respective Board of Directors.

As shown on Schedule 8, I recommend thét the Commission disallow 50% of the
costs charged to this department, or $39,199 on a Florida intrastate basis.

Has this Commission adopted similar adjustments in other proceedings?
Yes. I am aware of one other telephone rate case where this Commission reduced
expenses for such ownership costs. Specifically, in a United Telephone Company
of Florida rate case, in Order No. 24049, the Commission disallowed 50% of
such ownership costs. In that docket the Commission concluded that costs for

senior executives, costs for business development and strategic planning, certain

" costs for the treasury department, and costs for the corporate secretary have

i
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attributes of both owner/investor and management costs. As such the Commission
concluded that 50% of the cost of such expenses should be disallowed for

ratemaking purposes.

~ Let’s turn to another subject. Would you.discuss the Company’s other

regulatory édjustments?

Yes. The Company’s 1993 budgeted test year removes $2,676,000 associated with
various expenses charged from BellSouth Corporation and Belicore. The
Company’s adjustment consists of the following: .$269,000 for BellSouth
Corporation contributions; $80,000 for Bellcore contributions; $30,000 for
BellSouth social and service dues; $4,000 for BellSouth Services dues; $164,000
for the BellSouth Golf Classic; $731,000 for the BSC Federal Relations
department; $164,000 for the BSC Federal Regulatory department; $552,000 for
BSC image advertising; $51,000 for Bellcore advertising; and $631,000 for

expenses associated with sponsorship of the Olympics.

To estimate the amount to remove from the projected test year the Company
merely used the actual 1991 adjustments and inflated them for two years growth
to arrive at the adjustment applicable to 1993.

Do you believe there are additional‘ adjustments that fit under this category
of other regulatory adjustments which the Company has not made?

Yes, I do. I am proposing six adjustment above and beyond those proposed by

the Company. They are depicted on Schedule 12. As shown, I fécommend an
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adjustment of $213,723 for BSC corporate adv'ertising, $506,436 for BSC’s
Corporate Affairs department, $255,985 for BSC’s D.C. Public Relations
department, $501,615 for BSC legal expenses associated with antitrust and MFJ.-
matters, $34,134 for BSC sponsorships, $56,384-for BSC donations, and $42,717
for Belicore memberships.

Let’s discuss each of these separately. Would you begin with the adjustment
for advertising?

Yes. This Commission routinely disallows expenses associated with corporate
image advertising. The Company has made an adjustment to remove $552,000 of
BSC image advertising. My proposed adjustment removes the remainder of BSC
advertising expenses charged to the Company. The Company apparently believes
that the remﬁinder of the advertising costs relate to product specific
advertisements and thus are appropriaté for recovery from ratepayers. I disagree.
I have reviewed the advertisements which the Company believes should be
included in test year expenses. In my opinion, these BSC advertisements are just
as much designed to boost BSC’s image as those that the Company itself

disallowed.

The Company apparently believes that because a specific product was mentioned

in the advertisement it is allowable for ratemaking purposes. I have included as

" ‘Schedule 13 of my exhibit the advertisements for which the Company requests

" ‘recovery of the costs from ratepayers. “A review of these advertisements, inmy .. .. . |
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opinion, clearly depicts a corporate image advertising campaign and as such
should not be recovered from ratepayers. Accordingly, I recommend that the
Commission disallow an additional $213,723 associated with image advertising.'.
Would you discuss your adjustment for Corperate, Educational, and External
Affairs?

Yes. Within the Public Relations department there are four sections which incur
costs that should not be charged to ratepayers. They are: Corporate Affairs,
Educational Affairs, Executive Support, and External Affairs. A review of the
Cost Assignment Forms used by the individuals that work in these departments

indicates the nature of the services performed.

For example, 'the director ‘of corporate and educational affairs performs the
following functions: oversees B:]lsouth’s interest in education and in support for
local, regional, and national issues of commun'ity interest; directs the BellSouth
Foundation which provides financial support to eduction in the southeast;
coordinates the Global Leazters program; and directs the corporate” contributions
and membership programs. {Southern Bell Telephone and Telegraph Company,

Response to OPC’s Docun.cnt Request 469.]

The operations manager for executive services and employee communications
performs the following functions: implements and coordinates stockholder

meetings, the BellSouth Golf Classic, executive conferences; provides staff
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support for CEO and other presentations on public relations matters; provides
employee communications articles for publication in newspapers and magazines;
and coordinates public relations planning. [Ibid.]

The diréctor of external affairs performs several functions including: supporting
employee involvement in community and civic volunteer efforts; developing
BellScuth arts program and an in-kind contributions policy and program;
developing a contributions policy handbook and corporate membership directory;
providing staff support to the CEO for his external activities such as Chairman
and Executive Board Committee Member of the U.S. Chamber of Commerce,
member of the Upity Way’s Board of Governors, Business Roundtable, Boy
Scouts of América, Woodruff Arts Center, Atlanta Historical Society, etc.;
managing all fund raising efforts related to the CEQ’s external activities including

the National Alliance of Business, the U.S. Chamber of Commerce, the JFK

" Center for Performing Arts and National Junior Achievement. [Ibid.]

In my opinion the costs incurred for this department do not provide a direct
tangible benefit to Florida ratepayers. This departmer_xt largely supports the social
and civic activities of BSC, the beneﬁts of which would enure to the overall
corporate image of BSC. This Commission has in the past rule& that the cost
associated with image enhancement should not be borne by ratepayers.

Accordingly, I recommend that the Commission disallow $506,436 of this
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department’s costs which are charged to the Company’s intrastate operations.
Would you discuss your adjustment for media and public relations?

Yes. I have made two adjustments. One for the media relations section within'_
the Public Relations department and one fo\r~ the Vice President of Public
Relations. Concerhjng the former, this section discloses financial, regulatory,
legislative, and policy information concerning BSC. The functions performed by
the staff manager of media relations include: providing information on new
services and products; educating national consumer groups; writing letters to
editors: media training, and writing and editing articles for use in trade

magazines.

Concerning tlie latter, a review of the types of expenses charged to the Vice
President of Public Relation’s responsibility code indicate that these costs are not
appropriately recovered from ratepayers. This Vice President spends his time
promoting the corporate image of BSC, which is not an expense which should be
recovered from ratepayers. As shown on Schedule 11, page 8, the Vice President
of Public Relations, Mr. Yarbrough, spends a great deal of time traveling around

the country enhancing BSC’s image.

During 1992, a sample of his business expenses includes: a trip to Washington

D.C. to attend a media relations meeting and a Points of Light Foundation

Meeting; a dinner meeting with the University of Georgia's Vice President for
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development and university relations, to see if BSC could do anything for him
(Mr. Clendenin and Mr. Yarbrough are trustees for the university); attendance
at the Arthur Page Board meeting and Ad Council Finance Committee meeting;'l
representation of BSC at the Houston Advertising Federation to judge entrants for
the Addy Awards; attendance at several Ad Council meetings; and attendance at

the Civilian Public Affairs Committee of West Point.

The expenses charged to both thé Media Relations and the Vice President of
Public Relations departments should not be charged to ratepayers as they receive
little direct benefit from the functions performed in these departrnents.‘ '
Accordingly, I recommend that the Commission adjust the Company’s intrastate
expenses by $255,985.

Would yon discuss your proposed adjustment for legal expenses associated
with Modified Final Judgement (MFJ) and antitrust matters?

Yes. BSC’s legal department has a group of lawyers that represent BSC in MFJ
and antitrust legal matters. The Cost Assignment Form filled" out by these
lawyers shows that they perform functions such as providing legal advice on

matters relating to the MFJ and general antitrust matters.

In my opinion, these costs should not passed on to ratepayers unless the Company
can demonstrate that the antitrust matters relate to the Company’s regulated

operations and that no antitrust laws have been violated. To the extent that the
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Company or BSC engaged in activities that were or are in violation of antitrust
laws, the associated expenses to defend the Company from such illegal actions,
should be absorbed by stockholders not ratepayers. To the extent that matters are'.
still pending and no determination has been made with respect to such alleged
violations, then these expenses should be defcrred. until such a determinaﬁon xs
made. In other words, I believe that the Company, through BSC, should be
allowed to defend itself against antitrust allegations; however, these expenses
should not be recovered from ratepayers until a decision is made that no

violations took place.

With respect to MFJ matters, I also do not believe that such legal costs shouid be
charged to rafepayers. Requests for waivers and other legal actions concerning the
MFI would be mostly relétcd to the nonregulated operations of BSC or the
Company. To the extent that some MFJ waiver requests are related to the
Company’s regulated telephone operations then I believe that the Company bears
the burden of showing this and providing the related expense quantification. In
the absence of such a showing, I believe it would be reasonable for the

Commission to disallow all such expenses.

As shown on page 2 of Schedule 12, I recommend that the Commission disallow

$501,615 of legal expenses related to antitrust and MFJ matters.
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What is your next adjustment that falls under the category other regulatory
adjustments?

As shown on page 2 of Schedule 12, the next adjustment concerns expenses "
incurred by BSC for sponsorships, other than the BellSouth Golf Classic and the
Olympics. In response to OPC’s interrogatory 1071, the Companj'z indicated that
BSC sponsored the following events in 1992 and 1993: Stennis Center for Public
Service, Yaarab Shrine Circus, Greater Atlanta Chamber of Commerce
Foundation, Inc., ORFUN, National Federation of Independent Business, Center
for Workforce Preparation, National Alliance of Business, Business &
Technology Alliance, Backstage Productions, Inc., Disability Law Foundation,
Minority Enterprise Development Agency, Chattahoochee Rowing Regatta/Atlanta
Rowing Club; National 'Eduction- Goals Plan, Domestic Leadership Council,
Tennessee Host Committee, Project Open Hand/Atlanta, Strom Thurmond
Eduction Fund, The National Black Gazette, Black Progress Review, and

National Educational Computing Conference.

I see little difference between contributing money to these events and making a
charitable contribution or sponsoring the BellSouth Golf Classic or the Olympics.
Accordingly, I recommended that the portion of these expenses which have been
charged to the Company be removed from test year expenses. As shown on

Schedule 12, I recommend disallowing $34,134.

49



[m-

10
11
12
13
14
15
16

17

18

19

20

21

22

What is your adjustment for BSC donations?

In 1992 BSC made $360,000 in donations as follows: $100,000 to the Carter
Center, Inc.: $60,000 to the Robert W. Woodruff Arts Center, Inc.; $20,000 to"
the Ida Cason Callaway Foundation; $20,00Q Eo Emory University School of
Medicine; and $160,000 to the Millsaps College. For the reasons discussed with
respect to sponsorships, 1 do not believe that these expenses should be charged
to Florida’s ratepayers. As shown on Schedule 12, the Florida instrate portion of
these expenses is $56,381.

Would you discuss your adjustment for Bellcore memberships?

Yes. According to the Company’s response to OPC’s interrogatory, Bellcore does
not isolate social and service mcmﬁership dues. All amounts are booked as
professional membership dues. As such, the Company made no adjustment to
remove these expenses from the test year. In 1992 Belicore spent $1.7 million on

such memberships.

Schedule 13 of my exhibit is a list of membership dues paid by Bellcore in 1992.
I have underlined those that I do not believe should be passed onto customers.
The distinction I made was to allow memberships which appeared to be related
to- professional activities and telecominﬁnications, like engineering associations
and the telecommunications industry association. Those that I did not allow
include contributions to universities, chambers of commerce, junior leagues,

travel associations, and other associations which appeared to have no relation to
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telecommunications or benefit to the ratepayers of Florida. Accordingly, I am
recommending that the Commission disallow $42,717 for Bellcore memberships
which have been charged to the Company.

As part of its other regulatory adjustmentﬁ2 the Company is making an
adjustmént for aircraft expenses. Have you evalnated this adjustment?

To the extent possible. According to Mr. Reid’s updated testimony the Company
is proposing to remove $26,000 of expenses related to corporate aircraft. In his
deposition, Mr. Reid knew little about the proposed adjustment; however, he did
know that it related to removing spouse travel. He did not know, however, if it
included the travel associated with spouses of BSC employees. Despite the
lateness of Mr. Reid’s updated testimony, the Comi)aﬁy refused to provide as a
late filed deposition exhibit, the workpapers, calculations, and other documents
backing up this adjustment. Thus, I could not evaluate any analysis undertaken
by the Company.

Would you address the Company’s ownership of aircraft and its intended
use?

Yes, The Company owned nine airplanes until July 1992, when it sold two.
According to the Company’s response to OPC’s interrogatory 660, Southern Bell
anq its affiliates, including BSC and BSC’s nonregulated affiliates, use the aircraft

for two purposes: executive service and shuttle service.

The Company explained that executive service is used to provide officers of

2
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certain BellSouth companies, upon their request, transportation to business
meetings primarily throughout the United States. This transportation is supposedly
provided to save valuable time for key officers of the business.

‘e
Shuttle service is scheduled passenger transportation for employees between
Atlanta and Birmingham. According to the Company, the shuttle service operates
four daily round-trip flights which result in savings over commercial airfares,
employee time, and overnight travel expenses.
Have you reviewed the Company’s aircraft utilization reports?
Yes, I have. While the executive flight service is used for business, it is often
used for purposes that do not benefit Florida ratepayers. In maﬁy instances
executive ﬂight services is used to transport executives and their spouses to
functions that are not necessary for purposes of operating the regulated telephone
business. The aircraft is used to transport executives who give speeches and
presentations to groups that are not related to the telephone business. They are
often used as transportation to such functions as retirement parties; funerals, the
BellSouth Golf Classic, Christmas parties, and to attend non-Bell board meetings.
Can you give some examples of flights that you believe are not appropriate
for recovery from ratepayers? |
Yes. As I mentioned earlier, Mr. Clendenin’s travel is shown on Schedule 10. As
I indicated, much of his travel is for image enhancement purposes and as such is

not appropriate for recovery from ratepayers.
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In addition to Mr. Clendenin and other executives use this service for other

purposes that do not directly benefit ratepayers. Some examples include:

*

the spouses of three BST executives attending the first ladies;_
luncheon in Washington; -

Mr. and Mrs. Lacher attending the Bellmont Abby Boa;d of
Trustees meeting; |

Four executives (two with their spouses) attending the retirement
function of R. B. Howard;

Five executives (all with their spouses) attending the retirement
function of T. L. Cloars;

Two BST executives (both with spouses) attending the national
annual Boy Scouts meeting;

A BST executive (with spouse) attending the Wofford Board
Meeting;

Three Florida BST executives (Lacher, Anthony, and Lombardo)
attending a meeting to discuss legislative affairs;

Six BSC and BST executives attending a congressional meeting and
speaking at a governmental affairs conference;

Two BSC executives attending the BellSouth Classic;

BST executives attending a Chamber meeting;

A BST executive speaking at a rotary function;

Mr. Lacher’s attendance at Grand Jury hearings;

I
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* Numerous executives attending Christmas parties.
Are these flights more cost effective than flying on commercial airlines? ._
No. Flights for the executive aircraft service cost $9.90 a mile. This compares
to commercia_l flights ranging from approximately $.25 a mile to $1.50 a mile.
The shuttle service, however, may be comparable to commercial flights.
Nevertheless, the Company has not prepared a cost/benefit study to evaluate the
cost of its executive or shuttle service relative to commercial airfares. [Southern
Bell Telephone and Telegraph Company, Response to OPC’s Document Request
307.]

Furthermore, vﬁth the exception of one airplane, the fill rate of the Company’s
aircraft is very low. For example, in 1990 the average seating capacity of the
planes currently owned by the Company, excluding the Beech Craft Model 1900,
was 7.67 passengers. The average number of passengers flying was 2.18, for a
fill rate of 28.5%. In 1991 the figures were comparable, with a 7.67 person
seating capacity and 2.32 persons flying--or a fill rate of 30.2%.° The
Company}’s Beech Craft Model 1900 tended to have a much higher fill rate. For

1990 it was 70.5% and for 1991 it was 71.1%.

21

22

1992 information was not available at the time of the filing of this testimony. Discovery is still
outstanding. g
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Why does the Company believe that the cost of its corporate aircraft is cost
effective and properly charged to Florida ratepayers?
In response to OPC’s interrogatory 44, the Company gave a couple of reasons fof_

the assumed efficiency of the corporate aircraf\t. Specifically,
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Corporate aircraft play a crucial role in the efficient management
of BellSouth operations. Two factors considered are 1) the
flexibility of the ajrvraft schedules and 2) time saved by
employees. The co:torate aircraft provide several regularly
scheduled flights to t: = majority of cities where BellSouth has a
presence, For instan ., there are two flights each morning from
Birmingham to Atla: 2. This allows employees to chose the time
he needs to leave b: ed on his business schedule. There are also
two return flights ir he afternoon which allows for maximum use
of time and avoids . »necessary overnight lodging expenses. Also,
by flying only ¢: the cities where BellSouth employees are
conducting busine:s, delays caused by having to change plares and
unnecessary intevinediary stops can be avoided. [Response to

OPC’s Interrogatory 44.]

The Company’s response appears to be geared toward defense of its shuttle
‘dircraft, not its executive aircraft. Nevertheless, its reasons are weak, at best. For

example, the Company claims that it benefits because there are two direct flights

i
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from Birmingham to Atlanta and two direct return flights. Delta, however, offers
three direct flights in the morning and four direct return flights in the
afternoon/evening. Clearly, the shuttle is of no benefit over commercial aitlines,

with respect to frequency of flights.

Mow

The Company also explains that its corporate aircraft carries critical material that

needs to be transported from one city to another in a short time frame. My
review of the executive aircraft flights found only a few instances of this activity,

including one just to transport the luggage of executives and their spouses.

The final reason given' in the Company'’s response was that the corporate aircraft
can speedily transport employees in emergency situations. While this may be
true, these instances are rare (from reviewing the flight logs) and can hardly
Justify seven corporate aircraft.

Have you made an adjustment for the aircraft expenses charged to the
Company? |

Yes, I have. As shown on Schedule 19, I am recommending that the Company’s
intrastate expenses be reduced by $650,000. Because I did not have all of the
information ‘nec'essary to determine the precise adjustment that should be made,
I have estimated the adjustment at this time. I will revise my estimate when I

obtain the information needed for more precise calculation.
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My estimate is based upon the total expenses charged to the Company for its

airplanes, plus a return on the investment. This amounted to $2,263,056. | then

assumed that of the total number of flights taken by the Company’s cmployees,'.
plus those charged to the Company via BST headquarters and BSC, 50% were

related to executive aircraft. Using this assumption, I determined that the

Company was charged for 114,296 miles of executive ridership. I then allowed

the Company to recover $1.00 per mile per passenger®, or $4.176 per flight’,

for use of the executive aircraft. This produced an allowable expense of $477,300

and an adjustment of $650,000. In my opinion, if the Company wants to continue

to incur these expenses, then approximately $650,000 should be borne 'byv
stockholders, not ratepayers.

Let’s turn to your next subject. Would you discuss the return on investment

(ROI) that BSC charges the Company?

Yes. In 1992 BeliSouth Corporation began charging the Company a return on

investment for assets used to provide common services to the Company.

According to the Company, the return charged is based upon the FCC’s allowed
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The $1.00 per person was chosen because it was somewhat less than the high end of commercial
airfares. It is less than the $1.50 per mile because the exccutive aircraft service is used in many
instances for events which are not appropriate to recover from ratepayers and to transport spouses
and other nonemployees of Southern Bell.

- ‘The $4.176 was derived by cxam.umng the weighted average fill rate on the Company s airciaft,
~For 1991, the Company’s corporate aircraft carried 4.17 persons per ‘nile,
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return which during 1992 was 11.25% on an after-tax basis and 15.78%® on a
before-tax basis, As shown on Schedule 15, this return is considerably higher than
the overall rate of return OPC’s witness Rothchild is recommending.
.

In my opinion, the Commission should not require Florida ratepayers to provide
a return on investment to BSC which is higher than the return allowed by this
Commission. Schedule 15 of my exhibit depicts the calculations necessary to alter
the return allowed on BSC’s investment and the apﬁropriate adjustment that
should be made. Page 1 of this schedule shows the adjustment for 1992 and page

2 shows an estimate for the budget year 1993,

In the past this Commission has not allowed a parent company to charge for a
return higher than the return allowed by the Commission. In the United
Telephone Company of Florida rate case, Order No. 24045-TL, the Commission
statéd:

We agree that United should have to pay no more return on parent

investment that it does on its own.... We find appropriate a return

on parent investment of no more than 9.82% to be appropriate.

This represents the weighted average cost of capital in this case.

[Order No. 24049-Tl, p. 29.]

21
22

*  The difference between the 15.78% figure and the 15.96% figure shown on Schedule 15 relates

to the 1993 change in the corporate income tax rate.
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I agree with the Commission’s decision in the United case and believe that it
should be applied in the instant case. Accordingly, using the 1993 data, I
recommend that the return on investment charged to the Company’s Florida'.
intrastate operations be reduced by $122,928. |

What is the next adjustmeﬁt that you recommend with respect to expenses
charged to the Company by BSC?

The next adjustment that I recommend relates to legal expenses charged to the
Company by BSC. During an on-site review of BSC documents I requested
several vouchers for expenses .incurred by BSC. A summary of these expenses is
reflected on Schedule 11. For the legal bills that I requested, the Company or
BSC decided to redact all descriptions that would allow one to judge the purpose
of the legal sérvice and whether or not such expenses should be charged to
ratepayers. In addition, while at BSC’s offices, I requested a copy of one of
BSC’s four transactions journals to further evaluate these and other expense
vouchers. To date the transactions journal has not been provided, but it is
apparently supposed to be provided. Likewise, the Company indicated that it
would provide additional information concerning the legal bills; however, it
would not provide the actual descriptions of the tasks performed by the outside

attorneys that billed BSC.

" For purposes of this direct testimony, I am recommending that the Commission

disailow all legal expenses charged to the Company by BSC. My recommendation

4
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is based upon the fact that it was the Company’s decision to redact the most

relevant information on the legal bills and despite ample time, the Company has

failed to properly and timely respond to discovery. My adjustment includes the..
labor of BSC attorneys as well as expenses, for outside legal services. My

recommendation results in an adjustment of $1,259,616 to the Company’s tes'tr
year intrastate operations. |

Why have you disallowed all of the legal expenses as opposed to just those

associated with outside legal services?

Because in order to isolate the amount related to outside legal services I need

BSC’s transactions journal. If the Company produces the documents OPC has

requested, I will revise by adjustment if appropriate.

Would you discuss your next adjustment?

Yes. Schedule 11 of my exhibit depicts a summary of each of the vouchers that
I requested while at an on-site document review at BST headquarters. A review

of this Schedule and the associated vouchers indicate that several of the expenses

are not appropriate for recovery from ratepayers. In fact, with réspect to some

of the expenses, the Company has admitted that the expense should not have been

charged to the ratepayers.

Schedule 11 arranges the expense vouchers by responsibility code, shows the
account that was charged, and gives a description of the expense. Considering the

fact that I selected only a few of the thousands of transactions that occur within
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BSC, I was surprised at the number of expenses which should not be charged to

ratepayers. These expenses included such items as a $100,000 contribution (of

which $500,000 will be paid in total) to The Carter Center, Inc. (the former..

President) for a Pavilion; $6,700 for commemorative gifts to retiring board
members; $9,890 for spouse travel; golf greens fees; $17,347 for sporting event
tickets; and foreign travel in connection with projects that do not appear to be
related to the regulated telecommunications business; and excessive travel

expenses, like a $300 dinner for just two people.

For ease of reference, I have boxed in those expenses where the Company
agreed the costs should not be charged for Florida’s ratepayers’. | have shaded
those expenseé that deserve further scrutiny and do not appear to relate to the
regulated telecommunications business.

Have you made an adjustment to remove the expenses you believe should not
be passed onto ratepayers?

Yes, but I have not completed my analysis. In my opinion it would not be
appropriate to make an adjustment just for those expenses for which I received
a voucher. Clearly there are other expenses, for which no voucher was pulled,
that would fall into the same category. I requested a copy of the BSC’s

transactions journal so that I could evaluate the inappropriate expenditures in light

21
23

The Company claimed that the vouchers were misclassified and that a credit would be issued to
subsidiaries. The misclassification was, however, not caught or corrected unm after the voucher
was requested. Any credits would not be reflected in the test year. o
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of the total expenses charged by an individual to a particular account. It was my -
intent to made an adjustment to the entire account based upon the inappropriate
expenses that I discovered. However, despite ample time, the Company has not',
yet provided the transactions journal. For purposes of acknowledging that an
adjustment will be made, Schedule 19 of my exhibit includes an adjustment of
$100,000 for these miscellaneous expenses.

What is the next adjustment you propose?

As shown on Schedule 19, I recommend that the Commission reduce the
Company’s test year expenses by $18,800 to reflect a reduction in BSC Project
Costs budgeted in 1993. In response to OPC’s interrogatory 1074, the Company
indicated that one of tﬁe projects that BSC had budgeted for 1993 was canceled.
Accordingly, | recommend that this project be removed from test year expenses.
Would you discuss the lease of the Campanile building by BellSouth
Corporation? |

Yes. BeliSouth Corporation and some of its subsidiaries lease office space from
1155 Peachtree Associates, which is a joint venture betwéen BellSouth
Corporation and CA Fourteenth Investors, Ltd. [Lease between 1155 Peachtree
Associates and Coopers and Lybrand.] BellSo._uth Cor_poration owns 80% of 1155
Peachtree Associates, 50 clearlf any 'leasc arrangements between "BellSouth

Corporation and 1155 Peachtree Associates should be considered an affiliate

‘transaction. The Campanile building provides premier office space in downtown

Atlanta and is used as the headquarters for BellSouth Corporation and BellSouth
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Enterprises.

Schedule 16 of my exhibit shows the square footage leased by each company ‘,
which leases space at the Campanile Building. As depicted on this schedule the
majority of the office space is leased to BellSouth Corporation (67.2%) and its
affiliates (5.4%). The remainder is leased by unaffiliated companies with the

largest share leased by Coopers & Lybrand (16.3%)--BSC’s auditors.

During 1991, 1992, and for the budget year 1993, BSC paid 1155 Peachtree

. Associates the following amounts for leased office space at the Campanile

building: $7,518,000, $7,479,000, and $8,746,000, respectively. The increased
lease expense in 1993 is associated with a rent increase of $5.00 per square foot.
Other BSC affiliates paid $443,000 in 1991 and $385,000 in 1992. Nonaffiliates
paid $2,054,000 in 1991 and $2,214,000 in 1992. Budgeted 1953 information was
not available for BSC nonaffiliates and other affiliates. [Southern Bell Telephone

and Telegraph Company, Response to OPC’s Interrogatory 663.]

The Company is charged for a portion of the BSC 1e_ase expense through BSC’s
overhead chargés. For the years 1.5)91, 1992, and for.the budget year 1993, the
Company’s intrastate operations were charged $708,000, $725,000 and $773,000,
respectively for BSC’s lease of the Campanile building. [Southern Bell Telephone

and Telegraph Company, Response to OPC’s Interrogatory 1024.]

L
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According to the Company’s response to OPC’s interrogatory 1102, BSC does not
allocate the entire cost of the Campanile lease to the Company. Instead, a portion-
-or $5.56 per square foot, for a total of $1,428,000 per year, is retained by
BellSouth. The Company claims that in order t?ﬁbe in compliance with the FCC’s
Joint Cost Order rules regarding a market billing rate, the lease cost retained is
the differenbe between the major nonaffiliate, i.e. Coopers & Lybrand (C&L),
and the BellSouth Corporation lease rate. In other words, in order to be in
compliance with the JCO, BSC can oﬁly charge the prevailing market rate if a
substantial outside market exists where the services or products are sold to
nonaffiliated parties. Apparently, BSC believes that the Coopers & Lybrand lease,
for approxiniately 16% of the office space, constitutes a substantial outside
market. In response to OPC’s interrogatory 678, the Company explained that the
C&L Campanile lease is the one used by BellSouth to verify the prevailing

market rate.

In the 1992 attestation audit, Coopers & Lybrand made the following observations
with respect to the treatment of the Campanile lease:
BellSouth, in a joint venture with Carter & Associates (1155
Ptree), leases and manages the Campanile Building. The building
is leased to both affiliates and nonaffiliates. Approximately 18%
of the floor space is leased to nonaffiliates, thus it is deemed that -

there is a substantial outside market and prevailing market price is
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appropriate to compare the actual lease rates.

In comparisons made between the BellSouth lease and the largest
nonaffiliate lease the Company determin&gi that over the life of the
lease, theré would be overchargcs to BellSouth which would be
passed to its subsidiaries through overhead allocations. In order to
ensure that these additional costs were not passed to its subs,
BellSouth set up a unique project code which retains these costs at
Headquarters.... In the BellSouth analysis ..., the BellSouth lease
was compared to the nonaffiliate lease on a straight line basis over
the life of the lease. It is C&L’s belief that while this method is
not unreasonable, to get a true sense of the economics of a lease,
it should be analyzed using net present value. [Coopers & Lybrand
Attestation Audit.]
Coopers & Lybrand explained that even though they felt the net present value
method was superior, the method used by BellSouth was not unreasonable and
thus no adjustments were necessary.
Assuming the C&L lease rate comparison is valid is there a problem with the
way it was performed by BSC? ‘
Yes. As noted by C&L, the BSC comparisoh ignored the time value of money.
In other words, the analysis performed by BSC t6 determine the amount of costs -

which should be retained initially examined only the total dollars paid over the

x
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life of one lease compared to the other lease. This approach fails to take into
consideration several important differences between the C&L lease and the BSC

lease.

Yome
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For example, under the terms of the C&L lease,™ o

- . - {é .
. This same benefit was not bestowed on

6 O o oweg -
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BSC. Similarly, there was a significant difference between tenant =
' . which were paid for by the lessor. Under the C&L lease, the tenant
‘but under the BSC lease the

~-Another significant difference

-

between the two leases involved . B _ Under the C&L lease a

 was negotiated-

" Each of these concessions

-

affected the cash flow of C&L during the first two years of the life of the lease.

As such, they were extremely valuéblc.

Not only are there differences is these factors, but the rent per square foot

between C&L and BSC is different. For example, during the first five years of

W ey

the lease with BSC, the rent per square fm~~ During the last five years

e T

R, e
Prigphi

it” “ per square foot. C&L on the other hand received free rent during the

Eaid ni cos' B ot
.

first two. years of the lease, and the rent for the remaining years is n -

e saper. 3
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in199¢ *°~  in1995,an _  in1996. BSC’s failure to take the numerous
differences between the two leases appropriately into consideration by evaluating
the cash flows of each lease and then taking into account the time value of moncy'_
is a serious deficiency in the comparison. This xgsults in the flawed establishment

of the retainage amount of ‘fvrpser square foot.

Subsequent to establishing th- .::fi)er square foot retainage amount, BSC
performed another analysis which did properly take into consideration the time
value of money. This comparison showed that over the life of the lease, the
amount retained by BSC should have been - '-‘-i{)c'r square foot. It is unclear if
or how the Company plans to resolve the dis_crepancy between the two retainage

amounts,

In a memo evaluating the methods used to determine the amount that should be
retained, the author suggested two ways the discrepancy could be resolved. The
first was to book a retroactive adjustment on BSC’s books and issue a credit to
the subsidiaries for the excessive charges. The second was to increase the
retainage amount to __per square foot on a going forward basis. The author

recommended the latter option. It is unclear however, what option, if any, BSC

chose,

An analysis of the lease expense charged to the Company implies that the -
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retainage amount was not increased to $. %ince the amount charged to the
Company increased in 1993. This is not logical since the amount of space leased
by BSC did not change from 1992 to 1993. As such, with the amount being',
retained supposedly increasing by 100%, one wguld logically expect the amount
charged the Company in 1993 to go down. However, as mentioned earlier the
amount allocated to theComﬁany actually increased by $48,000.

What about the leases with the other tenants. How do these rates compare to
BSC’s rates?

Although Public Counsel requested the leases of all tenants in the Campanile
building, the Company only provided the leases for_BSC, BellSouth Enterprises,
and BellSouth Information Systems. Nevertheless, the leases with BeliSouth
Enterprises aﬁd BellSouth Information Systems, Inc. (BSI) reveal some troubling

information. The lease with BellSouth Enterprises showed a lease rate of only -

o per square foot. The lease with BellSouth Information Systems showed a
lease rate of only ~ per square foot during the first five years of the lease

and " ‘during the five years of the lease.

While there may be some differences between the other lease terms and the

e

quality of the office space between the BSC leases and the BSE and BSI lease, the

significant disparity in lease rates is troubling.

21

22

10

"The Company provided the lease for Coopers & Lybrand during an on-site review of voluminous

documents, but would not allow Public Counsel to make a copy of it.
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It is also disturbing that the Company would not provide the leases for the other
nonaffiliated tenants. It would be quite revealing if these lease terms were
considerably more favorable than the terms for BSC.

Do you believe the Commission should he¢ concerned about the lease
arrangement with BSC and 1155 Peachtree Associates?

Yes. Clearly this is an affiliate transaction that should be closely scrutinized by
the Commission. BellSouth Corporation has already admitted that it pays more
to lease office space than does Coopers & Lybrand. But even adjusting the lease
rate down to be allegedly comparable to the rate paid by Coopers & Lybrand is
not sufficient to ensure that Southern Bell's customers are not unfairly paying an

excessive rate for housing the corporate operations of BSC.

There are several problems with the lease between BSC and 1155 Peachtree
Associates. First, basing the BSC lease on the lease rate paid by C&L does not
conform to the FCC’s JCO rules, unless one believes that 16% to 18% represents
a "substantial” outside market. Thc- Company is not even sure what constitutes
a substantial outside market as defined by the FCC. In response to an OPC
inferrogatory, the Company gave the following response concerning the FCC’s
substantial oﬁtside market test:

The FCC has not defined "substantial outside market" and has not

prescribed a "test.” The FCC has, however, address_ed this in

general terms in Part 32.27(d) of the FCC rules: "Services
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provided by an affiliate to the regulated activity, when the same
services are also provided by the affiliate to unaffiliated persons or
entities, shall be recorded at the market rate.
‘ N

Furthermore, the FCC has generally stated that market rate
"applies only if the nonregulated affiliate also supplies the same
services to nonaffiliated users in a sufficiently large number of
cases to establish prevailing company prices."' [Southern Bell

Telephone and Telegraph Company, Response to OPC’s

Interrogatory 909.]

Recently, the FCC proposed to tighten its accounting rules governing affiliate
transactions. One area the FCC is focusing on concerns the use of "prevailing
company pricing" for affiliate transactions. In initiating a new docket, the FCC
teﬁtativcly decided to establish a threshold for when affiliate transactions can be
recorded using the price paid by third party nonaffiliates. Under the current
proposal, an unregulated affiliate could only use the prevailing market price when
the unregulated affiliate sells at least 75% of its output to nonaffiliates. Without

a doubt the use of the C&L lease does not fall near the FCC’s proposed standard.

One of the reasons given for tightening the existing rule is that it ignores the

distinctions between an arm’s length transaction and an affiliate transaction. The

2
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latter are generally captive customers where the transaction involves lower

marketing costs and less business risk than an arms-length transaction. This

difference is not built into the price if it is based upon the prevailing market rate.'.
Ny

In its Notic-:e .of Proposed Rule Making, issued October 20, 1993, the FCC

addressed its concerns:
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In a competitive market, companies devote extensive resource to
retaining and att:acting customefs. Depending on‘the nature of the
market, these efforts include sales presentations, advertising
campaigns, discounts for volume purchdses or -long-term
commitments, and other inducements. Each competitor’s goal is to
persuade independent -entities to pick its goods or services over
those of other potential suppliers. A supplier that fails to match its

competition risks losing its customers.

Affiliate transactions take place in a difference environment.
Because affiliates are under common control, they are often
captive customers of each other. As a result sales between
affiliates usuvally do not require extensive marketihg efforts and
generally involve lower transactional costs than sales to
nonaffiliates, In may instances, moreover, the affiliate relationship

reduce the supplier’s business risks.... In these circumstances, we
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question whether affiliate transactions are sufficiently similar to
transaction among non-affiliates to justify the continue use of
prevailing company prices as a valuation method for affiliate

transactions. [FCC, Docket No. 93-251, October 20, 1993.]

These distinctions are certainly applicable to the lease between BSC and 1155
Peachtree Associates--there should be little if any marketing costs for obtaining

the lease and very little business risk.

Second, as mentioned above, when determining the amount of the lease expense
that should be retained by BSC, the analysis performed was deficient and failed

to properly consider the time value of money.

Third, the office space at the Campanile building is prime office space--even
more extravagant than the Company’s office space in Atlanta. There is no need

for such expensive office space to be charged to ratepayers.

Fourth, the differences in lease rates between BSC_and the other nonregulated
affiliates Whi—ch lease space in the Campanile building is troubling. One must
question why there is such a substantial discount for BSC’s nonregulated
subsidiaries, yet for BSC which passes the majority of its expenses onto the

Company no such discount is present.
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Do you have a recommendation that would solve some of these concerns?

Yes, I do. [ have two recommendations. First, I recommend that the Commission
reduce the lease charged to BSC by 10% to reflect the fact that the marketing'.
costs and business risk associated with the leasg should be minimal. This would
reduce BSC lease expense for the Campanile building b ;:T,and the
amount charged to the Company's intrastate operations in 1993 by $104,777.
Second, I recommend that the Commission reduce the lease amount allocated to
the Compény to reflect the increased retainage of W?to put the BSC lease in -
terms comparable to the Coopers & Lybrand lease. This adjustment would reduce
the 1993 lease expense allocated to the Company by $93,380. In total I
recommend that the Commission reduce the 1993 lease expense charged the

Company’s intrastate operations by $198,157. This would produce a lease

expense charged the Company’s Florida intrastate operations of $574,843.

Other Affiliates’ Charges to Southern Bell

Q.

Let’s turn to the fifth section of your testixﬁony. Are you proposing any
adjustments concerning billings from affiliates, other than BellSouth
Corporation?

Yes, [ am. I am recommending three adjustments. The first concerns the leasing
arrangements between the Company and Sunlink Corporation. The second
concerns the return on investment billed by BeliSouth Communications, Inc and

BellSouth Communications Systems, Inc. The third concerns income earned from

BellSouth Travel Services.
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Let’s discuss each of these separately. Would you please discuss the lease
arrangement with Sunlink

Certainly. Sunlink is a subsidiary of BSE which provides real estate brokerage‘_
and development service for both affiliated and ponaffiliated companies. Sunlink
also provides facilities planning, space planning, interior design and construction
management. Sunlink also owns various warehousing facilities which it leases to
its affiliates. [Southern Bell Telephone and Telegraph Company, Cost Allocation
Manual.] Sunlink’s operations have grown significantly over the three years,
especially with respect to transactions with BellSouth Telecommunications, Inc.
For example, in 1990, Sunlink charged BST $2,400 by 1992 the charges had

increased to $3.3 million.

The Company alleges that Sunlink prices the leased office space at fully
distributed cost or less. In reality, Sunlink has negotiated contract rates with the
Company. The Company, however, justifies these rates because it asserts that the

leases are below fully distributed costs.

The Company leases three facilities directly from Sunlink and is charged
indifectly for at least one other, The. direct transactions involve the Ojus
Warehouse, a Jacksonville Warehouse, and a St. Augustine Warehouse,
Indirectly, the Company pays for a portion of the BellSouth Colonnade building

in Birmingham. [Southern Bell Telephone and Telegraph Company, Response

)
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to QPC’s Interrogatory 907, Supplemental.] In addition to these leases, some
costs for Jeases with Sunlink are chained into the Company’s operating expenses
through charges from other affiliates.
N
Coopers & Lybrand, in their annual 1992 attestation audit determined that while
leases for the warehouse space and the Colonnade building were not in
conformance with the JCO they were in "the spirit" of the JCO because they were
priced at less than fully distributed cost. In their audit, C&L wrote:
In 1990 it was determined that Sunlink did not have an outside
market for warehouse space leased t6 affiliates. Since there is no
prevailing market rate set by nonaffiliates, the lease rate must be
in accordance with the standards set forth in Part 64.901 (fully
distributed cost). Sunlink has interpreted this to mean that over the
life of the lease, they will not bill an affiliate more than fully
distributed cost. [Coopers & Lybrand Attestation Audit.]
Coopers & Lybrand concluded that the FDC would be more than the lease
amount actually charged, thus no adjustment was deemed necessary. [Ibid.]
Did you find any problems with lease arrangements between Suniink and the
Company? |
Yes, I found several. The lease arrangements between Sunlink and the Company
are not simple leases in that Sunlink owned the property and the Company

decided to rent. With respect to the St. Augustine warehouse lease, the Company
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(actually BellSouth Services) originally owned the property upon which the
warehouse is built. In 1988, BellSouth Services purchased the property for
$142,637 and in the same year BellSouth Services sold the property to Sunlink.‘
for $187,395. [Southern Bell Telephone and Tg}egrapl; Company, Response to
OPC’s Interrogatory 906 and Document Request 676.] BellSouth Services also
awarded a bid to Sunlink for a build-to-suit-lease-back arrangement for the St.
Augustine warehouse. There are several problems with this arrangement. First,
the Company conductéd no studies or made no determination that the price paid
by Sunlink for the ﬁroperty upon which the warehouse is located was priced at
fair market value. [Southern Bell Telephone and Telegraph Company, Response
to OPC’s Doéument Request 677.] Second, the Company conducted no
cost/benefit stﬁdies to show that the built-to-suit-lease-back arrangement was the
most cost effective option available to the Company'!. [Southern Bell Telephone
and Telegraph Company, Response to OPC’s Document Request 679.] Third,
because the Company allegedly evaluates the reasonableness of the lease rate
charged by Sunlink using a fully distributed cost methodology, the price of land
sold to Sunlink becomes a consideration in the analysis performed by the
Company. The Company used the price paid by Su:;link, but this price is more

than the price paid by BellSouth Services. A strong argument can be made that

20

21
22
23

1

The Company did provide some basic cost comparisons in response to QPC’s document request

679, however, the documents provided were comparisons of the bids received by all bidders for

the build-to-suit-lease-back arrangements, not an analysis of the costs and benefits of leasing
versus owning the warchouse and assoczated property. i
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the lower cost paid by BellSouth Services should be included in the fully

distributed cost calculations.

Concerning the. lease for the Jacksonvillg, warehouse, again there are
complications. The arrangements for this lease began in 1986 with the
consolidation of two warehouses--one in Jacksonville and 6ne in Miami. To
effectuate the consolidation the Company planned on moving its Miami inventory
to the Jacksonville location and added an additional 200,000 square feet to the
Jacksonville warehouse. The consolidation necessitated leaving approximately
100,000 square feet of warehouse space at the Miami location vacant or the
Company would need to re-lease or sublease the space. According to the
Company’s res;ponsc to OPC’s interrogatory 905, this space has never been re-

leased or subleased.

In connection with expanding the facilities at the Jacksonville location, BellSouth
Services hired Sunlink to initially construct an additional 100,000 square feet of
warehouse space. No other companies were asked to bid on the project.
Apparently, a subsequent expansion of this faci}ity was also part of the
consolidation plan. Again, for this second expansion, Sunlink was the ‘only
company asked to bid on the project. However, according to some documeﬁts
produced by the Company, Sunlink could not perform the services in a timely

manner, which necessitated that the Company award the contract to other
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contractors--again without any kind of competitive bidding. [Southern Bell
Telephone and Telegraph Company, Response to OPC’s Document Request 675.]
Did you evaluate the fully distributed cost analysis performed by BellSouth:
Corporation or Sunlink which was endorsed by Coopers & Lybrand?

Yes, I did and I found several problems with the analysis. T am surprised that

Coopers & Lybrand acquiesced to the calculations performed by BSC.

One omission is BSC’s failure to examine the relationship between fully
distributed cost and the lease payments by taking into consideration the time value
of money. Neither BSC nor C&L give any reason for this omission. Yet, when
evaluating a lease at the Chastain complex (which is not charged to Florida),

C&L specifically indicated tha

.; Coopers & Lybrand

further explains that

[Coopers & Lybrand Attestation Audit.] It is unclear why C&L would see the
superiority of taking into consideration the time value of money when evaluating
these cash flows, but feel that it is acceptable to ignore it when evaluating the
cash flows from a fully distributed cost comparison to the cash flows from the

annual lease payments.
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Another problem, in my opinion, concerns t—he return on im'.restment used for the
fully distributed cost calculations. BSC used the FCC’s authorized overall rate of
return. However, two of the leases affect only Southern Bell’s Florida'.
operations--over 75% of which is intrastate. Rather than use the rate of return
approved by the FCC, I believe that the return approved by this Commission
would produce more accurate results for purposes of establishing the ratemaking

treatment of these expenses in Florida.

Third, two of the comparisons made by BSC (for the Jacksonville and St.

Augustine warehouses) include allocated costs. According to C&L: .
The client includes certain "allocated costs" in the warehouses’
FDC calculations. These are ovefhead type costs incurred by
Suﬁlink that are trackeci through the FDC system in place for the
warehouses. The client believes it appropriate to include theses
costs, as they are true costs of maintaining the warehouses. C&L
does not take exception, (Note that these-charges are not CAM
type charges which [would be] billed to the warehouses; these are
indirect and unattributable cost[s] resident [at] Sunlink which
[should be] included in [the] FDC calculation.) [Coopers &

Lybrand Attestation Audit.]

In my opinion there are several problems with including these "allocated costs™
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in the fully distributed cost analysis. First, C&L did not judge the reasonableness
of these costs or if they are appropriate for ratemaking purposes. Second, these
costs may be overhead costs which have little or nothing to do with the lease of',
the warehouse space. Third, for both of these warehouse leases, the amount of
allocated costs increased dramatically, raising serious questions about the
legitimacy of the expenses. From 1984 to 1592 this category of expense increased
by 326 %--or over 40% annually. Certainly such repeated cost increases would not
go unnoticed in the context of reviewing the expenses of a regulated comparty.
Fourth, there is no discussion in the C&L workpapers about how the costs were
allocated or if the method was reasonable. (For example, if BSC/Sunlink only
allocated these costs to lease arrangements that did not have an outside prevailing
market rate, thls would clearly be unreasonable.) Fifth, there is not an adequate
explanation of why this type of cost was included in the Jacksonville and St.
Augustine warehouse comparisons, but was excluded in the Colonnade office
buiiding comparison. Clearly, if as C&L attests, these costs are unattributable,
they should be allocated to not only the warehouse property, but all property

leased by Sunlink.

The next problem with the analysis conducted by Sunlink and supported by C&L,
is that it examined the fully distributed cost versus the lease cost only over the
period since inception of the lease until 1992. Thus, all years beyond 1992 were

ignored. This is a critical error. Under the fully distributed cost calculations the

&
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cost would be higher during the earlier years of the property’s life and lower
during the later years. Thus, it is not surprising that under the method used by
Sunlink, the lease payments are less than fully distributed costs. This could ‘,
present a regulatory dilemma if Sunlink decides_to sell the property during the
later years of the lease. If Southern Bell continued to lease the property from a
third party at the established lease rate, no one would question it. But, in reality
if the property had not been sold, Southern Bell would have received a reduction
in the contracted lease rate. Furthermore, any gains on the sale of the property
would most likely not be flowed back to Southern Bell and its ratepayers. While
the sale of such property is not known with certainty, it has apparently been

contemplated.

Fifth, when making its comparisons, Sunlink added to the lease payments
property taxes. It also included property taxes in the fully distributed cost
calculations. Since property taxes should be identical under both comparisons, I
see no reason to include them at all. Furthermore, since Sunlink prepared its
analysis on a cost per square foot basis, it was difficult to verify the lease cost
per square foot because Sunlink included an unidentifiable amount for property
taxes. Rather than use a distorted lease cost pér sc;'p‘mre foot, I believe it would be
easier and as accurate just to remove the property taxes from both analyses. As

discussed below this is the approach that I took.
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Have you done a comparison which corrects for the flaws that you have
addressed?

Yes, I have. I have made several comparisons which are depicted, with the'.
associated assumptions, on Schedule 17. As shown, under all but one group of
assumptions, an adjustment to the Company’s expenses are necessary to make the
cost of this lease equal to or less than fully distributed costs. The amount varies
between no adjustment under conditions most comparable to Sunlink’s
calculations to an adjustment of $347,449 under condit.ions least comparable to

Sunlink’s calculations.

This Schedule has two basic groups of comparisons. The top part of the Schedule
shows the adjustments that would be required if the Company renews its lease for
the two five-year renewal terms. The bottom part of the Schedule shows the
adjustments that would be required if Southern Bell did not renew its lease for the

two five year-renewal periods.

In my opinion, the most valid comparison is the one that assumes the Company
will renew its lease. Under the circumstances there would appear to be no reason
for the Company not to renew the lease. Furtherr;xore, examining the lease
compared to fully distributed costs over this longer time period more closely

approximates what it would have cost the Company, had it owned the property

itself.
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All comparisons that I made evaluated the present value of the cash flow streams
under fully distributed costing and under the lease terms using a discount rate of
10%. I then levelized the present value of each option to determine the annu'al',
difference between fully distributed cost and the, lease payments. If the levelized
lease payments are less than flilly distributed cost over the life of the lease, then
no adjustment for ratemaking purposes is necessary. However, if the levelized
lease paymeﬁts are more than fully distributed cost over the life of the lease then

an adjustment for ratemaking purposes is necessary.

As shown on Schedule 17, under the most favorable set of assumptions, depicted
under the first column as alternative one, assuming the Company renews the
lease, an adjusﬁnent to the Company’s intrastate operating expenses of $165,234
is required. This adjustment results from four primary differences between the
analysis I performed and the one performed by Sunlink: it considered the time
value of money; it evaluated the options over the life of the lease assuming
renewal; it changed the return on investment to the return authorized by this

Commission; and it removed property taxes'2.

Column two shows an adjustment of $249,007 is required. The only difference

between this column and column one is that I removed the "allocated costs"

21

22

23

12

This change from the Company’s assumption should have no impact on the relationship between
the lease or fully distributed cost; but is itemized for completeness.

E
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included by Sunlink under the fully distributed cost calculations. For the
numerous reasons addressed above, I believe it is appropriate to remove these
"allocated costs”.
\w

Column three differs from the previous column with respect to one assumption.
That is, I reduced the value of tﬁe land included in the fully distributed
calculations for the first six years of the lease, I reduced the value of the land
from $426,842 to $275,494 because in 1990 Sunlink sold a portion of the land
that was attributed to the warehouse. Clearly, the land was not needed to house
the warehouse or it would not have been sold. As such the cost of this sold land
should not have been included in the fully distributed cost calculations. As shown

under this set of assumptions, an adjustment of $260,520 is required.

Alternative four is the one that I recommend. It differs from alternative three, in
one respect--for the years 1993 and beyond, to calculate the return on investment
allowed under the fully distributed cost calculations, I used the return
recommended by OPC witness Rothchild. As shown, alternative four produces

an adjustment of $295,030.

Alternative five shows an adjustment of $347,449. This alternative is the same as

alternative four but ignores the years when fully distributed costs are greater than

- the lease cost. This logic follows the reasoning of Sunlink and BSC--that is, as
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long as the lease cost is less than fully distributed cost no harm is done. In other

" words, I examined the levelized present value of the two alternatives only over

the years when the cost of the lease was greater than fully distributed cost. While"
this oompa:isdn is the most favorable to ratepayers, I believe that alternative four

examines the two options in the most accurate way.

In addition to this adjustment, I also recommend that the Commission exclude
from test year expenses the lease associated with the unused Miami warehouse
space. Clearly, the property is not used and useful. As such the cost should not
be included in customers’ rates. As shown on Schedule 19, I recommend reducing
the Company’s test year expenses by $54,030.

Did you mak.e a similar comparison for the St. Augustine lease?

Yes, I did. The resuits of my analysis indicated that for this particular lease
arrangement the lease expense was slightly less than fully distributed cost.
However, I would note that if the analysis was conducted over the life of the
property, it would most likely show that fully distributed cost is less than the
lease arrangement.

What about the Colonnade building which is allocated to the Company? Were
you able t;J"])erform a similar analysis?

No. I did not receive a copy of the lease therefore I could not perform the

required analysis. I have, however, requested a copy of the lease. I will update

‘my testimony, if my subsequent analysis shows that an adjustment is required.

2
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Let’s turn to the next subject. Would you address the return on investment

charged by BellSouth Communications, Inc.?

Yes. As discussed earlier with respect to BellSouth Corporation, I recommcnd"
making an adjustment to the amount of retyrn on investment billed to the

Company by BCIL. The Company indicated in its response to OPC'’s interrogatory

516 that return on investment information charged by affiliates other than BSC

was not readily available. I find it interesting that all of the infdrmation necessary
to determine the charge for the return on investment charged by BCI was made
very readily available to the Company’s auditors Coopers & Lybrand. It was from

their audit workpapers that I obtained the information concerning the ROI charged

by BCI. Likewise, I find it troubling that the information concerning BeliSouth
Communicatiohs System, Inc., BellSouth Information Systems, and Sunlink was

provided to the Staff in its Audit of the Company’s affiliate transactions.

As was the case with BSC, BellSouth Communications, Inc. charges the Company
a pretax return on investment ( T As shown on pagc. 3 of Schedule 15,
I have reduced this return to the equivalent pretax return recommended by OPC’s
witness Rothchild of 11.41%. Sinée I did not have t._he budgeted 1993 return on
investment to be charged the Company by BCI, T used 1992 data to estimate the
adjustment to test year expenses. As shown on Schedule 14, the Florida intrastate
return on investment charged by BCI we ~__ Using the rate of return

recommended by OPC produces a return on investment of :-
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Accordingly, the Company’s test year expenses should be reduced by

I am also recommending an adjustment for BellSouth Communications Systems,'.
Inc., (BCS) based upon the information providgd in response to the Staff’s Audit
Request 2-155. The Company did not provide the level of investment, but it did
provide the amount of the return charged to the Company. The amount charged

by BCS is almost identical to the amount charged by BSC and the percentage

- return on investment should be identical. Accordingly, I believe that it would be

reasonable to make an adjustment for the return charged by BSC, in proportion
to the adjustment for BCI. In response to the Staff’s Audit, the Company

indicated that BST was charged a return on investment o. ._,

by BCI in
1992 and $2,101,000 by BSC in 1992. Thus, BCS’s return was of the
return charged by BCI. Applying this ratio to the adjustment for BCI produces
a downward adjustment for BellSouth Communications Systems’ return on
investment of $123,075.

Would you discuss the adjustment for BellSouth Travel Servicdes?

Certainly. BellSouth Travel Services is a travel agency that provides travel
services to all of the BellSouth companies. According to the Company’s response
to OPC’s interrogatory 1064, BellSouth Travel Services is a tf:ledicated travel
office owned and operated by Carlson Travel Network in accordance with a

contract with BST. BST’s contract with Carlson states that all commissions and

overrides earned by Carlson through this dedicated branch shall cover all

E

87

=



10
11
12
13
14
15
16
17
18
19

20

operating expenses plus a management fee for handling the BST contract. Any
remaining revenue is earned by BST." During 1992 the Company’s intrastate
share of this revenue was $341,481. The Company however, did not include any'.
of this revenue in its 1993 budget. Accordingly, I recommend that the

Commission increase the Company’s 1993 intrastate revenues by $341,481.

Company Ch, _to ffiliat

Q.

Let’s turn to the next section of your testimony. What services does BST
provide to its affiliates?
As shown on Scheduiles 2 and 4, BST provides numerous services to its affiliates.

In total, BST-Florida charged its affiliates $10,404,938 for services rendered.

Examples of the services provided include, telecommunications services,

advertising services, human resource services, accounting and financial services

.and administrative and general services. As shown on Schedule 4, the largest

category of services falls under the category of administrative and general
services. The majority of the services the Company provides to thése affiliates is
supposed to be priced at fully distributed cost.

Have you made any adjustments for services the Company provides to its
affiliates? .

I am recommending one adjustment. However, the fact that I am only

21

22

If revenues do not cover expenses, BST must make up the shortfall. The Company indicated that
this did not occur m 1992 and it is not expected to occur in 1993.. e &
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recommending one adjustment should not be taken as an endorsement of the
method used by the Company to charge its affiliates or of the amount BST
charges. To the contrary, I have reviewed documents which suggest to me thaf_

the Commission should be concerned about these charges.

The adjustment that I proéose relates to the return on investment for providing
services to the Company’s affiliates. According to the Company’s response to
OPC’s interrogatory 1063, the Cdmpany is not permitted by the FCC to charge
its affiliates a return on investment for use of common plant and equipment.
Specifically, the Company stated:
In Paragraph 328 of CC Docket No. 86-111, the Federal
Commounications Commission (FCC) eliminated the feature
whereby nonregulated activities would compensate the regulated
accounts for the use of non-network common investments by
calculating an appropriate compensation. [Southern Bell Telephone

and Telegraph Company, Response to OPC’s Interrogatory 1063.]

Even though the FCC apparently does not permit the Company to charge a return
on investment t;or the use of common plant and equipment, th'is should not
prevent this Commission from imputing such a return. Clearly, the Company’s
affiliates should not be allowed to use this common plant and equipment without

compensation to the Company.
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I have estimated the adjustment required, since the Company did not know how
such an adjustment should be calculated. In intc;'rogatory 1277, OPC asked the
Company to provide the amount of return on investment that it would charge fof_
use of common facilities were it not for the 'FCC’s paragraph 328. The
Company’s response was:
| Southern Bell objects to this request on the basis that the response

calls for speculation on the part of the Company, which

speculation the Company is not required to perform. [Southern

Bell Telephone and Telegraph Company, Response to OPC’s

Interrogatory 1277.] ~

My adjustment was estimated by taking the total revenue and expense credits

received by BST from its affiliates and comparing it to BST’s total revenue. This

-comparison showed that BST’s affiliates account for about .34% of the

Coinpany‘s total revenue. I used this ratio to apply to the Company’s Florida net
general plant and equipment. I then multiplied this amount, $2,367,353, by OPC
witness Rothchild’s recommended pretax rate of return to arrive at an
approximation of the return the Company should charge its affiliates. This
produced an intrastate return on investment' charge to affiliates of $20$,000. I also
recommend that an adjustment be made for the associated depreciation. Similar
calculations show that tﬁe depreciation expense that should be charged to affiliates

is $235,000. Accordingly, as shown on Schedule 19, I recommend that the

2
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Commission increase the Company's intrastate test year revenues by $443,000,

Bellcore

Q.

Let’s turn to the seventh section of your testimony. Would you describe in'_
greater detail the services provided by Bellcpre?

Yes. Bellcore was organized in October 1983 to provide many of the services
previously performed under the license contract fee arrangement with AT&T.
Bellcore primarily provides services to the seven Bell Regional Holding
Companies, and through them to the various Bell Opefating Companies. These
services include applied research, operations technology, software technology and
systems, information networking services, and network technology. Applied
research is devoted to advancing telecommunications technology. Operations
technology de;ctls with the planning and development of new technologies that
impact network operations. Software technology and systems provides software
design and programming services. Information networking services is concerned
with enhancing the existing network as well as implementing new and emerging
technologies. Network technology helps maintain the existing network.

Do you see any pofential problems with respect to Bellcore and the costs that

it charges to the Company?

Yes, I do. In particular, I question the practice of charging current customers for

applied research and other long-term Belicore projects that do not benefit the
customers in the year they are incurred. The fruits of such research are realized

over many years and may take the form of new or enhanced products or services.
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If the latter then happen to become part of the future unregulated operations of
Southern Bell, their research costs will have been charged to regulated customers,
but their benefits will accrue entirely to the stockholders of Southern Bell.
N
Similar concerns were addressed in the NARUC report on Bell Communications
Research released in November 1988. In that report it was noted that certain
research projects performed by Bellcore could benefit future unregulated services
at the expense of regulated customers:
Currently, the operating companies are barred from manufacturing
and from using their phone lmes to distribute their own
information products. The restrictions on their role in providing
inforlﬁation services, however, were eased in the September court
ruling, Civil Action No, 82-0192. This change, along with the
possibility of the removal of the other restrictions in the future,
create the possibility of the research funded by current rateﬁayers
resulting in byproducts which will be spun off to non-regulated
subsidiaries at no cost. [NARUC, Report on Bell Communications

Research, p. 210.]

Clearly, to the extent that the regulated operations of the Company pay for the
research and development of a product or service that will be unregulated in the

future, the Company’s unregulated operations are inappropriately benefiting from
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the regulated operations.

Similar conclusions were reached in the more recent NARUC Report on thc'_

Review of Bellcore Technical Work Efforts released in November 1992. In that
report, the Audit Teg;im recommended three different ways of treating Bellcore
projects for ratemaking purposes. First, projects directly attfibutable to
competitive services are recommended to be taken below the line and not
recovered from the general body of ratepayers. Second, projects related to
noncompetitive or potentially competitive services should remain above the line.
Third, projects treated as above the line should be capitalized if they are directly
attribufable to potentially competitive services or are common to noncompetitive
and potentially competitive services. All other projects treated as above the line

should be expensed. [NARUC, Report on the Review of Bellcore Technical Work

Efforts, pp. ii-iii.]

The Audit Team’s rational for its recommendations stemmed from the concern
that current customers could potentially pay for future services where the
revenues and expenses would be taken below the line. Specifically, the Team
Within the context of Bellcore, the problem with expensing R&D
costs is one of fairness to current ratepayers. By expenéing all of

Bellcore’s . costs, consumers of today’s noncompetitive
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telecommunications service are, in effect, paying for the

development of service to be introduced in the future. To the

extent that such future services are classified as competitive and

the associated costs and revenues taken helow the line, consumers

of today’s noncompetitive servicgs will not be able to share in any

profits from the sale of these future services, even though they are

currently funding their development. Hence, we believe that in

certain instances Bellcore's product costs should be capitalized so

that the costs of developing future competitive services will be

borne by consumers of these services. [Ibid., p. 22.] o
Can you give an example where the Company through Bellcore has expended
funds on research and development for products or services which may be
unregulated in the future?
Yes. The BOCs have placed advertisements in national newspapers announcing
Bellcore’s design of a product that the Company is prohibited from offering due
to the restrictions of the MFJ. In response to OPC document requests 443 and
444, the Company provided advertisements sponsored by BellSouth associated
with its "grassroots lobbying" efforts. One such ad a(_idresses the research efforts
associated with video windows: B

The companies’ research organization has designed an

experimental prototype that would allow for interactive,

life-like meetings between groups of people in separate
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locations. The meetings would take place using
high-quality, large screen "video windows." But
government restrictions forbid the regional Bell companies
from developing or .manufacturing“the components
necessary for this invaluable technology. [Response to

OPC’s Document Requests 443 and 444.]

" Similarly, several of the Bellcore projects deal with the research and development

(R&D) of technologies that will benefit future services and products. To the
extent this R&D results in or enhance services and products (or byproducts) that
are unregulated, then ratepayers’ dollars will have been spent on behalf of the

Company’s stockholders.

Two areas where Bellcore is expending considerable resources are fiber optics
and the technology necessary to provide broadband services. Neither of these
technologies is_ needed to provide basic local exchange or long-distance service
to the end user. In fact, their further development will increase the Company’s
ability to offer new enhanced services Vlike video programming, video on demand,
videotext, and gateway services--all easily pro'vided in a unregulated environment.
Other areas include Personal Communications Services (PCS), Advanced
Intelligent Network, and Information Networking Architecture. Research and

development in these areas will also allow the Company to provide new revenue
. 4
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producing services.

Do you believe there are Bellcore projects that should not be recovered from
current ratepayers?

Yes. I have prepared Schedule 18 showing the project numbers, project titles, and
dollars budgeted by Southern Bell on these projects for 1993. I have reviewed
the Bellcore Project Profiles and the Cost/Benefit Analysis performed on these
projects and believe that the cost of these projects are not properly recovered
from current customers. I have grouped the projects into several classifications.
The. first is a distinction between projects which are classified as Applied
Research and projects which fall under other Bellcore programs, like planning and

engineering and technical analysis.

Within these two groups, I have broken the projects into subcategories. As shown
on Schedule 18, under the Applied Research Group, I have four subcategories:
Personal Communications/Wireless, Information Services,
SONET/ATM/InformationNetworking Architecture/Video, and Fiber/Broadband.
Under the Other group, 1 ha\'re four subcategories: Personal
Communications/Wireless; Fiber: Information Networking Architecture;

Advanced Intelligent Network; and Video/BISDN.

A review of these project profiles reveal Bellcore’s involvement in several

activities, such as video services and high definition TV, that relate to more than

96



p—,

‘.l e ae

10

11

12

13

14

15

16

17

18

19

20

21

22

the provision of telecommunications services and promise to bring substantial

benefit to future services provided by the BOCs. Other areas in which Belicore

is expending efforts includes personnel communications services and the.

development of future information services. These future services will potentially
be provided in a unregulated environment. As such, it is my opinion that the
associated costs should not be charged to current ratepayers. It would be patently
unfair to charge today’s customers for R&D that may benefit highly profitable
unregulated products and services of the future.

Would you describe some of the projects listed under each of the categories
that you have estab]ished? |
Yes. The ﬁr;t group are applied research projects dealing with Personal
Communications and Wireless Technologies. Recently there has been considerably
debate over the future of Personal Communications Services and how it~ will
affgct the local exchange Customers. Some, like AT&T, argue that PCS is a
complement to local exchange services and others, like the local exchange
companies argue that it is a threat to local exchange service. Whetfaer or not PCS
will be offered in a regulated or unfegulated environment is not certain. However,
the possibility exists that the Company will be a provider of PCS and that it will

be offered in an unregulated environment at some point in the future.

The two applied research projects that fall under.the PCS/Wireless category are

numbers 321408 and 321302. The first project, Personal Communications
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Applications, is described by Bellcore as follows:
We investigate new end-to-end services and application concepts
to meet the communications needs of people on the move. The
goal of the research is to identify new ¥nd emergin_g voice, data,
and multimedia applications that can be accessed independently of
physical location, and to the maximum extent possible within the
constraints of the CPE and access facilities being used. Such
applications represent potential opportunities for mew revenue
generation for our clients. [Southern Bell Telephone and Telegraph

Company, Response to OPC’s Document Request 793.]

The second project, Wireless Access, is described in the project profile as
pertaining to the investigation of various options for wireless access systems and
technologies for providing: (1) economical alternative fixed distribution networks,
and (2) new voice and data services (personal communications services) that are

flexible and portable.

Both of these projects, in my opinion, support research and development efforts

that may in the future benefit services which are not regulated. During 1993, the
Company budgeted to spend $161,100 on these two projects,
Would you discuss the next group labeled as information services?

Yes. This group includes four projects: trustworthy networks, ease of use,
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information systems, and speech technology applications. Each of these projects

deals with potential information services.

The first project, trustworthy networks is described by Bellcore as providing the
Bellcore Client Companies (BCCs) with the capabilities necessary to maintain
trustworthy networks and provide secure communications. This project includes
providing methods and prototypes for secure storage, transmission and processing
of digital data, whether voibe, data, image or video. The project is described as

supporting the strategic themes of robust networks and operations, new

information services, personal nomadic communications, and information access.

The second project, ease of use, is supposed to make software used by the
Bellcore Client Companies easier to use. It also is described as supporting the
strategic themes of enterprise efficiency, advanced voice and messaging
capabilities, and video dial tone and beyond. Bellcore notes that it expects the
ease of use rpro.ject to provide strategic advantage for the oﬁvners in new
telecommunications products and services in the future. Some of the past year’s
accomplishments included: demonstrations for possibilities of EMAIL for the
masses; design of new kmds of aﬁdiotext services; andvbroadcz.léting‘ a good-

quality TV signal ﬁom a talk or seminar,

The next project, information services, is described as ssek'mg to reduce costs by
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designing effective systems to deliver multimedia information electronically,
rather than on paper. The project supports the Bellcore strategic themes of
enterprise efficiency and new information services. |
N
The project, speech technology applications, has the objective of applying
technologies of speech recognition and speech synthesis in innovative ways to
expand the utility of the voice network while also reducing costs. The themes
supported by the project include enterprise efﬁciency, robust networks and
operations, advanced voice and messaging capabilities, and new information
services. |
Would you address the category labeled SONET, ATM, Information
Networking ‘Architecture, and video?
Yes. This group contains eight Bellcore projects. Synchronous Optical Networks
(SONET) is the technology necessary to deliver video and multimedia services.
It will eventually become the primary avenue for transporting broadband ISDN
services. ATM, Asynchronous Transfer Mode is a "new mﬁltiplexing and
switching tcchnology that combines the best aspecis of Time Division
Multiplexing (TDM) and packet multiplexing.” [Southern Bell Telephone and
Telegraph ComI.J-alr‘ly;-Response to Staff Audit Request 1-12.5.]7 According to a |
white paper prepﬁred by BST, this technology is to be used for a variety of
purposes including the ﬂucfuating bandwidth requirements of video compression, .

high definition television and advanced television and for multi-media.
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communications. Information Networking Architecture (INA) is the technology
which makes delivery of many different telecommunications services possible.
Past examples include customer calling features. Future services include networkl-
automatic call distribution and area wide Centrex. [NARUC, Report on the
Review of Bellcore Technical Work Efforts.] Video includes research aimed at
enhancing the transmission of potential future video services, like video on

demand and teleconferencing.

The first project, network control, aims to provide the BCCs with network
architectures and control systems that ensure high service reliability at an
acceptable cost. Research activities included: prototype planning tools for SONET
and ATM networks and netwox;k and software prototypes for the information
networking architecture. The final test of this project was described as follows:
The ultimate final exam will occur when our clients are able to
offer their customers reliable, competitively priced broadband
services and where their network and operations costs are léss than
their competitors. [Southern Bell Telephone and Telegraph

Company, Response to OPC’s Document Request 793.]

Broadband is a déscriptive term for evolving digital telephone technologies that
will offer households and businesses a single switched facility offering integrated

access to voice, high-speed data services, and video service on demand, including
, _ ;

101



=~

10
11
12
13
14
15
16
17
18
19
20
21

22

one way and two way color television and interactive information services.

The next project, digital subscriber line technology, is described as research:
aimed at identifying and resolving technical issties that may limit techniques from
increasing the bandwidth capacity of copper loops to levels which are needed to

transport new services such as video-on-demand, interactive multimedia or video

teleconferencing. This project supports the theme video dial tone and beyond. -

Project 321306, SONET/ATM technology, is also related to research concerning
video and data cqmmunications. This project addresses roadblocks that must be
resolved if the BCCs are to capitalize on the opportunity provided by
SONET/ATM to support video and data communications. The theme is also video

dial tone and beyond.

The next project, visual communications systems, is geared toward research
dealing with improvements and standardization of video compression coding for
use with videophone, video teleconferencing, multimedia, entertainment video or

high definition television. This project also supports the theme video dial tone and

beyond.

The next project, telepresence networking applications is described by Bellcore

to: "conceive, analyze, prototype, and understand the end user needs, end user-
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benefits, social impacts, and communications needs of communication applications
which substitute for physical presence.” {Ibid.] The theme is advanced voice and
messaging capabilities, personal nomadic communications and information access,

video dial tone and beyond and new information services.

The messaging & information access applications project, according to Bellcore,
is trying to:
Conceive, analyze, prototype, and understand the end user needs,
end user benefits, social impacts, and communication needs of
multimedia messaging and information access applications. These
applications involve various combihations of text, data, images,
voice clips, video clips, and audio clips and represent potential
opportunities for new revenue generation for our clients. They
include video-on-demand, networked multimedia information

retrieval, secure electronic forms, and multimedia electronic mail.

[Ibid.]

The next two projects, network operating systems and internetworking, like their
predecessors, are related to research for the advancement of advanced voice and
messaging capabilities, personal nomadic  communications, public data

networking, video dial tone and beyond, and new information services.
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The Florida intrastate 1993 budget for these eight projects is $963,000.

Would you please describe the projects under the heading fiber/broadband?
Yes. All of the projects under this category support research and c_levelopment;'
efforts concerning fiber optics and broadbandtechnology, both of which will

produce future revenue opportunities for Southern Bell.

For example, the first project, economic business decision support, includes
research in such areas as: 'pricing and cost allocation methodologies for broadband
telecommunications networks and developing methodologies and software tools
which aid in predicting the demand for new products and services‘. Likewise, the
second project, design of broadband multimedia networks, is geared toward
research necessary to design, engineer, provision, and control the currently
emerging and future broadband multimedia networks. The third projoct,'loop
connection technology, deals with research concerning optical fiber and wireless
technology into the access network. The fourth project, high-speed networking,
is concerned with researching high-speed networking in order to identify new
revenue producing opportunities for SMDS, frame relay, cell relays, Broadband

ISDN, and ISDN. The fifth project, lightwave systems, deals with research for

lightwave technologies that will meet the demand for services such as broadband.

The final project in this group, fiber-in-the-loop, relates to such research topics
as low-cost options for cable installation, evaluating the fiber/coax option and

SONET/ATM to the curb options, and to provide guidance for cost reductions
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and evolution to video dial tone and beyond. The Florida intrastate 1993 budget
for this category of research is $617,700.

The remainder of the projects are not related to Applied Research. Would ._
you please address the first group dealing with personal communications and
wireless communications?

Yes. The first three projects, operations planning for PCS, PCS den;lo testing, and
PCS access services deal with research concerning the BCCs strong desire to use
their wireline infrastructure and intelligent networks to support the provision of
PCS. Even though access will most likely be provided in the regulated
environment, I still believe these costs should not be passed onto current
customers for two reasons. First, the research is geared toward enhancing future
revenue and as such the costs should be charged to future customers. Second, the
Company, one of its affiliates, or a company acquired in the future, may provide
PCS in an unregulated environment. The information gained through this research
could be transferred to these future operations at the expense of current
customers. Accordingly, I do not believe that these costs should be charged to

current customers,

The fourth and fifth projects, wireless interconnection service development and
wireless interconnection, both have the objective of helping BellSouth
Telecommunications create and market services and provide interconnection

arrangements that result in increased revenues. These projects resulted from the
i
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perceived need to identify and respond to the needs of customers of wireless
carriers. Like my concerns with respect to the PCS access, this project has
similar problems. First they are supposed to generate future revenues. Second,'-
it would seem that by identifying the needs of customers of wireless carriers, the
Company could potentially enhance the revenues/profitability of its cellular

affiliates, without them providing any contribution to this research effort. For

these reasons, I do not believe that these projects’ costs should be charged to -

current ratepayers.

The next group of projects is labeled fiber. Would you please discuss the
research and developmenf being undertaken with respect to these projects?
Yes. As can b; determined from reading the titles of each of these projects the
primary thrust of the research relates to fiber in the loop (FITL). One of these
projects, FITL basic platform and evolution requirements, is described as
providing the generic requirement and standards to support fiber in the loop. Fist -
generation fiber in the loop will support basic telecommunications services and
have the potential to support a broad range of future services over fiber in the
distribution systems. These projects are described as providing research and

development efforts related to future products.

The use of fiber in the loop and to the curb is not necessary for the provision of
basic telecommunications services. Using fiber in this capacity will enhance the

Company’s ability to provide new and enhanced services, such a video dial tone,
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video on demand, and others which have the potential to be provided in an

unregulated environment. As I have stated previously, current customers should

not be forced to pay for this research and development--it should be deferred and.

paid for by future customers and those who will benefit the most from it.

For the budget year 1993, the Company has projected that it will spend $245,300
on these projects.

What about the next project which falls under the Iﬁformation Networking
Architecture category. What services will be provided with the research and
development resulting from fhis project?

According to the project profile for project number 1R501N, deployment of INA
is expected to increase BCC’s revenues, lower costs, meet public policy

objectives, and improve the quality of customer interaction. INA is expected to:

-provide a common, cost-effective approach for gemeric management of vendor

and technology-specific implementation of information networking capabilities;
stimulate development of networked application and end-user demand for
information networking services; improve the underlying cost model for

developing new services through a common approach to network and operations

that provides for a more consistent view of the network; offer services

consistently, independent of the user’s geographic location; and numerous other
benefits. As discussed earlier, services available with this technology has the

potential of being provided in a competitive unregulated market. As shown on
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Schedule 18, the-Company expects to spend $111,400 on this project in 1993,
What is the Advanced Intelligent Network?

The Advanced Intelligent Network is described as “"an evolving, service- l,
independent network architecture that provides important new capabilities for the
rapid creation of customizable telecommunications services.” {Southern Bell
Telephone and Telegraph Company, Response to OPC’s Document Request 793.]
It is intended to enhance opportunities in the voice services market; to support
development of personal communications services and information services; and
to possibly serve as the network control technoiogy to support future initiatives
such as broadband and multimedia applications. This group contains four projects
with a total 1993 budget of $786,700.

’fhe next group of projects is labeled Video/BISDN. Is there any difference
between the feéearch undertaken with these projects and the ones described
under the applied research category?

The research undertaken is not the same. Nevertheless, the fruits of the research
and development are similar--it will potentially be unregulated services and

products that benefit from this research and development.

Several of these projects also concern video dial tone services which is a possible

South_ern Bell offering that will allow residential customers to gain access to, to

_interact with, \md to view entertainment, educational, games, multimedia, video

in the bome. Each of these projects is concerned with services that will potentially
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be offered in an unregulated environment. Until such a determination is made as
to their status, the research and development costs should not be recovered from
customers. As shown on Schedule 18, the Company’s 1993 budget includes'.
$373,900 for these six projects.

What is the total of all of these projects?

As shown on Schedule 18, the Florida intrastate budget for these projects is
$3,850,600. This compares to a total 1993 Bellcore budget for Southern Bell’s
Florida intrastate operations of $32,552,800. The amount of Bellcore costs that
I recommend not including in the Company’s test year expenses amounts to less |
than 12% of the total Bellcore budgeted expenditures.

Have you reviewed any documents which show that the Company’s goal is to
become an important player in these new services and how they ﬁrefer them
to be regulated?

Yes. The Company’s 1994-98 Strategic Plan addresses these services. For
example, the Company notes that while it is "firmly rooted as a primary regional
wireline provider of voice and data telephony, the company has the capability to

participate in newly-forming markets brought about by the merging of voice,

- data, and video." [Southern Bell Telephone and Telegraph Company, Response

to OPC’s Document Request 789.]

The Company notes that while it intends to continue to expand and improve its

narrowband network, it intends to expand capacity beyond narrowband wireline
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to broadband and wireless services in profitable special networks. [Ibid.]

With respect to its goal of influencing its regulators the Company has the"
fdllowing strategies: -
Aggressively pursue pure price regulation from state regulators,
remaining flexible to more value-creating operations if appropriate.
Seek improvements in FCC price cap plan that eliminate earnings
sharing, maintain reasonable productivity offset, and provide
additional pricing flexibility. Seek MFIJ relief. Obtain parity with
cable TV in serving similar markets. Pursue opportunity for PCS

license. [Ibid.]

Finally, the Company identifies one of the critical issues it needs to address as the

"[n]eed to offer competitive services on {an] unregulated basis.” [Ibid.]

The Company’s strategic plans are consistent with many of the research and
development efforts being undertaken by Bellcore. Southern Bell’s plans
demonstrate ‘its goal to provide new services and to do so in an unregulated
environment. The Commission should be concerned about the many implications
of requiring current ratepayers to fund the research and development of
technologies that will result in the provision or enhancement of new services that

may not be provided in a regulated environment.
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You have indicated that these costs shonid not be recovered from current

ratepayers. How do you propose that they be treated by the Commission?

I recommend that the Commission require the Company to defer these expenses..

for either recovery at a later date or expensing. below the line at a later date.
Since there is uncertainty about whether or not these projects will benefit future
nonregulated operations, it is only appropriate that such costs be deferred for later
recovery. If the Company can demonstrate in the future that the research and
development costs have benefitted regulated ratepayers through the provision of
regulated services, then it would be appropriate for such costs to be recovered
from future customers. However, if the Company cannot demonstrate such a
benefit, then the costs should be expensed below the line. There may be instances
where some allocation between above the line and below the line might be
necessary. However, this can be determined when there is more certainty with
respect the conditions under which the resulting services and products will be

provided.

I also believe that the Company should be compensated for the time value of
money by earning a return on the project costs that have been deferred. This
would not be a current return, but would be accrued on the projects until a
dctcrin'mation by the Commission is made ‘with respect to their recoverability
from current ratepayers. This would be analogéus to Allowance for Fﬁnds Under

Construction . which . is used by electric and telephone companies to accrue
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carrying costs while a project is under construction. The accrual here would be
different in that the Company could not recognize the accrual as income until it
is determined by the Commission to be appropriately recovered from ratepayers.'_
The mechanism could be entitled Allowance for Research and Development Funds
(ARDF). In other words, the Company would keep track of the costs incurred on
the projects that I have identified and accrue a return on its "investment” equal
to the overall rate of return allowed by the Commission. If the Commission
allows the Company to collect ﬁwe costs from futﬁre customers, then the
Company should be allowed to recover the associated carrying costs. If the
Commission determines that the costs should not be reéovéred from -future
customers then the Company would need to write these expenses off against
income. In my opinion, allowing the Company to recover a carrying cost on these
expenditures should remove the associated disincentive for the Company to
investment in future R&D efforts that might be beneficial to customers.

In bocket No. 890190-TL, where you made a similar proposal, the Company

argued that waiting until after a project is completed before détermining its

regulatory treatment was not a practical solution because it did not account

for projects (applied research) that did not result in a product or service.
Would you care to comment on this argument;?

Yes. -I do not.believe that it applies to the existing situation, at least to any
significant extent. The projects that I have identified all relate to certain types of

future products or services most of which will most likely be provided in the
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future. 1t is just 2 matter of time.

To the extent that a project results in absotutely no product or service, or even,

a benefit to a product or service, then I believe. it would be fair for the costs of
such projects to be recovered from ratepayers, but only if the Commission
believes that such research efforts were in the public interest. The recovery of
such costs, however, would be contingent upon the Company demonstrating that
such research was a prudent expenditure and undertaken for the anticipated

benefit of its regulated body of customers.

Conclusions

Let’s turn to the last section of your testimony. Do you have a Schedule
which summarizes the adjustments that you recommend?

Yes. Schedule 19 of my exhibit lists each of the adjustments that I recommend
and the impact on the Company’s intrastate revenues or expenses. I have
developed two sets of adjustments. The first, shown under the column labeled
"No Change to General Allocator” assumes that the Commission does not adopt
my recomﬁcndation concerning changing the general allocator used to allocate
BSC costs to the Company. The second, shown under the column labeled
"Change to General Allocator”, assumes that ‘the Commission adopts my
recommendation with respect to changing the general allocator. It was necessary
to produce these two sets of adjustments because several of the adjustments that

I recommend are allocated using the general allocator. As shown on this
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Schedule, my recommendations reduce the Company’s expenses by $10,443,779
if the Commission does not adopt my general allocator recommendation and by
$10,082,842 if the Commission adopts my general allocator recommendation, '.
Does this complete your direct téstimony, prefiled on November 8, 1993?

Yes, it does.
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APPENDIX I

QUALIFICATIONS

What is your educational background?
I graduated from Florida State University with a Bachelor of Science degree in
Finance in March, 1979. I received an M.B.A. degree with a specialization in
Finance from Florida State University in April, 1984.

Would you please describe your employment historj in the field of Public
Utility Regulation?

In March of 1979 I joined Ben Johnson Associates, Inc., a consulting firm
specializing in the field of public utility regulation. While at Ben Johnson
Associates, T held the following positions: Research Analyst from March 1979
until May 1980; Senior Research Analyst from June 1980 until May 1981;
Research Consultant from June 1981 until May 1983; Senior Research Consultant
from June 1983 until May 1985; and Vice President from June 1985 until April

1992. In May 1992, I joined the Florida Public Counsel's Office, as a

lbegislative Analyst III.

Would you please describe the types of work thaf you have performed in the
field of Public Utility Regulation?

Yes. My duties have ranged from analyzing specific issues in a rate proceeding
to managing the work effort of a large staff in rate proceedings. I have prepared

testimony, interrogatories and production of documents, assisted ‘with the
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preparation of cross-examination, and assisted counsel with the preparation of
briefs. Since 1979, I have been actively involved in more than 160 regulatory
proceedings throughout the United States.

I have analyzed cost of capital and rate of return issues, revenue requirement
issues, public policy issues, and rate design issues, involving telephone, electric,

gas, water and wastewater, and railroad companies.

In the area of cost of capital, I have analyzed the following parent companies:
American Electric Power Company, American Telephone and TeIegraph
Company, American Water Works, Inc., Ameritech, Inc.,, CMS Energy, Inc.,
Columbia Gas System, Inc., Continental Telecom, Inc., GTE Corporation,
Northeast Utilities, Pacific Telecom, Inc., Southwestern Bell Corporation, United
Telecom, Inc., and U.S. West. I have also analyzed individual companies like
Connecticut Natural Gas Corporation, Duke Power Company, Idaho Power
Company, Kentucky Utilities Company, Southern New Engiand Telephone
Company, and Washington Water Power Company.

Have you previously assisted in the preparation of testimony concerning
revenue requirements?

Yes. I have assisted on numerous occasions in the preparation of testimony on a
wide range of subjects related to the determination Qf utilities’ revenue

requirements and related issues.
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I have assisted in the preparation of testimony and exhibits concerning the
following issues: abandoned project costs, accounting adjustments, affiliate
transactions, allowance for funds used during construction, attrition, cash flow'-
analysis, construction monritoring, construction work in progress, contingent
capacity sales, cost allocatidns,_ decoupling revenues from profits, cross-
subsidization, demand-side management, depreciation methods, divestiture, excess
capacity, feasibility studies, financial integrity, financial planning, incentive
regulation, jurisdictional allocations, non-utility investments, fuel projections,
mergers and acquisitions, pro forma adjustments, projected test years, prudence,

tax effects of interest, working capital, off-system sales, reserve margin, royalty

- fees, separations, settlements, and resource planning.

Companies that I have analyzed include: Alascom, Inc. (Alaska), Arizona Public
Service Company, Arvig Telephone Company, AT&T Communications of the
Southwest (Texas), Blue Earth Valley Telephone Company (Minnesota),
Bridgewater Telephone Company (Minnesota), Carolina Power and Light
Company, Central Maine Power Company, Central Power and Light Company
(Texas), Central Telephone Company (Missouri and Nevada), Consumers Power
Company (Michigan), C&P Telephone Company of Virginia, Continental
Telephone Company (Nevada), C&P Telephone of West Virginia, Connecticut
Light and Power Company, Danube Telephone Company (Minnesota), Duke

Power Company, East Otter Tail Telephone Company (Minnesota), Easton

4
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Telephone Company (Minnesota), Eckles Telephone Company (Minnesota), El
Paso Electric Company (Texas), General Telephone Company of Florida, Georgia
Power Company, Kentucky Power Company, Kentucky Utilities Company, KMP.-
Telephone Company (Minnesota), Idaho Power Company, Oklahoma Gas and
Electric Company (Arkansas), Kansas Gas & Electric Company (Missouri),
Kansas Power and Light Compaﬁy (Missouri), Mad Hatter Utilities, Inc.
(Florida), Mankato Citizens Telephone Company (Minnesota), Michigan Bell
Telephone Company, Mid-Communications Telephone. Company (Minnesota),
Mid-State Telephone Company (Minnesota), Mountain States Telephone and
Telegraph Company (Arizona and Utah), Northwestern Bell Telephone Company
(Minnesota), Potomac Electric Power Company, Public Service Company of
Colorado, Puget Sound Power & Light Company (Washington), South Central
Bell Telephone Company (Kentucky), Southern Union Gas Company (Texas),
Southern Bell Telephone & Telegraph Company (Florida, Georgia, and North
Carolina), Southern States Utilities, Inc., Southern Union Gas Company,
Southwestern Bell Telephone Company (Oklahoma, Missouri, and Texas), St.
George Island Utility, Ltd., Tampa Electric Company, Texas-New Mexico Power
Company, 'f‘ucson Electric Power Company, Twin Valley-Ulen Telephone
Company (Minnesota), United Telephone Company of Florida, Virginia Electric
and Power Company, Washington Water Power Company, and Wisconsin
Electric Power Company.

What experience do you have in rate design issues?
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My work in this area has primarily focused on issues related to costing. For
example, I have assisted in the preparation of class cost-of-service studies
concerning Arkansas Energy Resources, Cascade Natural Gas Corporation, EL
Paso Electric Company, Potomac Electric Power Company, Texas-New Mexico
Power Company, and Southern Union Gas Company. [ have also examined the
issue of avoided costs, both as it applies to electric utilities and as it applies to
telephone utilities.

Have you testified before regulatory agencies?

Yes. I have testified before the Arizona Corporation Commission, the
Connecticut Department of Public Utility Control, the Florida Public Service
Commission, the Georgia Public Service Commission, the Missouri Public
Service Comimission, the Public Utility Commission of Texas, and the
Washington Utilities and Transportation Commission. My testimony dealt with
revenue requirement, financial, and class cost-of-service issues concerning AT&T
Comﬁmnications of Southwest (Texas), Cascade Natural Gas Corporation
(Washington), Central Power and Light Company (Texas), Connecticut Light and
Power Company, El Paso Electric Company (Texas), Kansas Gas & Electric
Company (Missouri), Kansas Power and Light Compa.ny (Missouri), Houston
Lighting & Power Company (Texas), Mountain States ;I‘elephone and Telegraph 7
Company (Arizona), Southern Bell Telephone and Telegraph Company (Florida
and Georgia), Puget Sound Power & Light Company (Washington), and Texas

Utﬂities Electric Company.
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I have also testified before the Public Utility Regulation Board of El Paso,
concerning the development of class cost-of-service studies and the recovery and
allocation of the corporate overhead costs of Southern Union Gas Company an&
before the National Association of Securities Dealers concerning the market value
of utility bonds purchased in the wholesale market. |
Have you been accepted as an expert in these jurisdictions?

Yes.

Do you belong to any professionél organizations?

Yes. I am a member of the Eastern Finance Association, the Financial

Management Association, the Southern Finance Association, the Southwestern

Finance Association, the Florida and American Water Association, and the

National Society of Rate of Return Analysts.
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Summary of Affiliate Charges
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Southern Percentage  Percentage  Percentage
South Bell BellSouth Other Non to BellSouth to Other to Non

1980 Central Telephone Telephone Affiliates Affiliates Telephone Affiliates Affiliates
BellSouth Corporation $51,169,280 $69,968,610 $121,137,890 $27,884,719 $2,042,605 80.19% 18.46% 1.35%
Bellcore 63,112,100 91,547,900 154,660,000 2,316,700 98.52% 1.48% 0.00%
BellSouth Communications, Inc. 1,906,955 6,220,883 8,127,838 - 4,365,924 65.11% 34.89% 0.00%
BellSouth Communications Sys. 393,173 393,173 100.00% 0.00% 0.00%
BellSouth Advertising & Pub. 2,458,450 1,630,218 4,088,668 100.00% 0.00% 0.00%
BellSouth Maobility 173,369 1,662,962 1,836,331 584,643 75.85% 24.15% 0.00%
Dataserv ‘ 3,493,130 2,928,258 6,421,388 7,277,316 46.88% 53.12% 0.00%
BellSouth Financial Services: 1,633,191 3,050,749 4,683,940 12,245 99.74% 0.26% 0.00%
BellSouth Information Systems 478,274 2,810,959 3,289,233 45,419,799 6.75% 93.25% 0.00%
L.M. Berry 71,1856 384,698 455,883 81,536,492 0.56% 99.44% 0.00%
BellSouth Advanced Networks 40,364 34,144 74,508 388,172 16.10% 83.80% 0.00%
BellSouth Human Resources 1,166,684 2,738,656 3,895,340 2,215,665 63.74% 36.26% 0.00%
Tri-Data Systems 40 25,293 25,333 100.00% 0.00% 0.00%
Stevens Graphics 106,517 259,458 365,975 112,039,785 0.33% 99.67% 0.00%
BellSouth Enterprises 1,481 1,481 100.00% 0.00% 0.00%
Techsouth Inc. ‘ 4,200 4,200 100.00% 0.00% 0.00%
Sunlink Corp o ) 2,363 2,363 5,673,207 0.04% 99.96% 0.00%
Moblie Comm. Corp. of America 44,689 1,348,687 1,393,376 100.00% . 0.00% 0.00%
CSL Joint Ventures 110,265 110,265 100.00% * 0.00% 0.00%
BeliSouth Corporation D.C. 7,477 1,404 8,881 100.00% 0.00% 0.00%
BellSouth Resources 1,029,570 893,339 1,922,909 1,414,915 67.61% 42.39% 0.00%
Media Technologies 2,604 2,604 4,320,323 0.06% 99.94% 0.00%

‘ T T R $127,277,062 $185,624,527 $312,901,679 $295,439,905 $2,042,605 51.26% 48.40% 0.33%

Totat -+
o oy . o
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BellSouth Corporation Witness: Dismukes
Summary of Affiliate Charges
Southern Percentage Percentage  Percentage
- South Bell BellSouth Other Non to BellSouth to Other to Non
1991 Central Telephone Telephone Affiliates Affiliates . _ Telephone Affiliates Affiliates
BellSouth Corporation $60,292,163 $68,101,287 $118,393,440 $35,149,345 $2,068,000 76.08% 22.59% 1.33%
Bellcore 72,634,955 98,740,265 171,275,220 2,744,639 98.42% 1.68% 0.00%
BellSouth Communications, Inc. 43,603,201 69,627,490 113,130,691 3,518,000 96.28% 3.02% 0.00%
BellSouth Communications Sys. : 5,769 5,769 1,659,000 126,757,989 0.00% 1.29% 98.70%
BellSouth Advertising & Pub. 3,134,282 2,884,667 6,018,948 85,000 98.61% 1.39% 0.00%
BellSouth Mobility 517,303 1,328,358 1,845,661 1,698,000 52.08% 47.92% 0.00%
Dataserv - 1,811,313 2,862,691 4,674,004 3,610,000 131,640,000 3.34% 2.58% 94,08%
BellSouth Financial Services 476,590 688,781 1,165,371 78,000 14,196,000 7.55% 0.51% 91.95%
BellSouth Information Systems 479,899 1,501,331 1,981,230 52,070,000 3.67% 96.33% 0.00%
L.M. Berry 5.175 44,010 49,185 84,354,000 0.06% 99.94% 0.00%
BellSouth Advanced Networks 1,633 1,595 3,128 671,000 0.46% 99.54% 0.00%
BelSouth Human Resources 1,424,682 2,945,812 4,370,494 20,493,000 17,000 17.57% 82.37% 0.07%
Tri-Data Systems 779 779 100.00% 0.00% 0.00%
Stevens Graphics 157,484 365,166 522,640 119,374,000 0.44% 99,56% 0.00%
BellSouth Enterprises 627 927 1,654 100.00% 0.00% 0.00%
Techsouth Inc. * 0 ‘ &
Sunlink Corp 0 '
Mablie Comm. Corp. of America 947,560 - 607,047 1,654,607 - 100.00% 0.00% 0.00%
CSL Joint Ventures : 497,250 497,250 13,774,000 3.48% 96.52% 0.00%
BeliSouth Corporation D.C. 1,508 1,628 3,138 11,774,000 0.03% 99.97% 0.00%
BellSouth Resources 159,616 1,055,152 1,214,768 421,000 74.26% 25.74% 0.00%
Media Technologies 0
BeliSouth Direct Marketing 195,952 677,466 873,418 100.00% 0.00% 0.00%
BellSouth Produgts 15,447,000 0.00% 0.00% 100.00%
$175,743,833 $251,837,461 $427,681,294 $351,472,884 $290,125,989 39.99% 32.87% 27.14%

Total




Total

Source: Southern Bell Telephone and Telegraph Company, Response to OPC’s Interregatory 565.

— T e DR e== e gemn e '
Southern Bell
Docket No. 920260-TL
Exhibit __ (KHD-1}
Schedule 3
Page 3 of 3
BellSouth Corporation Witness: Dismukes
Summary of Affiliate Charges
Southern Percentage  Percentage  Percentage
South Bell BellSouth Other Non to BellSouth to Other to Non
1992 Central Telephone Telephone Affiliates Affiliates Telephone Affiliates Affiliates
BellSouth Corporation $99,776,526  $33,955,000 74.61% 25.,39% 0.00%
Bellcore 162,850,303 2,149,000 98.70% 1.30% 0.00%
BellSouth Communications, inc. 209,991,149 48,252,000 81.32% 18.68% 0.00%
BellSouth Communications Sys. 238,217 21,308,000 269,452,000 0.08% 7.32% 92.60%
BellSouth Advertising & Pub. 4,416,365 624,000 87.62% 12.38% 0.00%
BellSouth Mobility 2,138,829 1,434,000 59.86% 40.14% 0.00%
Dataserv 4,936,617 2,816,000 123,543,000 3.76% 2,14% 94.10%
BeliScouth Financial Services 235,316 232,000 13,948,000 1.63% 1.61% 96.76%
BellSouth Information Systems 3,865,357 49,323,000 7.27% 92,73% 0.00%
L.M. Berry 22,406 85,706,000 0.03% 99.97% 0.00%
BellSouth Advanced Networks 101,083 11,391,000 0.88% 99.12% 0.00%
BellSouth Human Resources
Tri-Data Systems
Stevens Graphics 2,613,914 120,995,000 2.11% 97.89% 0.00%
BelilSouth Enterprises o
Techsouth Inc. !
Sunlink Corp 3,269,678 2,299,000 58.72% 41.28% 0.00%
Moblie Comm. Corp. of America 2,249,518 818,000 73.33% 26.67% 0.00%
CSL Joint Ventures 10,252,343 5,512,000 65.04% 34.96% 0.00%
BellSouth Corporation D.C. 3,065 12,086,000 0.03% 99.97% 0.00%
BellSouth Resources 34,737 16,771,000 0.21% 99.79% 0.00%
Media Technologies - :
BellSouth Direct Marketing 1,383,828 100.00% 0.00% 0.00%
BeliSouth Products 125,323,000 0.00% 0.00% 100.00%
Scientific Software 7,500 252,000 2.89% 97.11% 0.00%
$508,384,751 $415,923,000 $532,266,000 34.90% 28.55% 36.564%



Southern Bell
Docket No. 920260-TL

Southern Bel! Telephone and Telegraph Company Exhibit__ (KHD-1)
Summary of Florida Outgoing Billings to Affifiated Companies Schedule 4
1992 : Witness: Dismukes
Matis . : RakSouth  BaiSouth  Belfouth el
SehiSoun Cormmunications  Stevan BdliSouth BaliSoyth SaliSouth BeliSouth BalSouth Ad [ M " & damlk LtSouth
Informat, Corporat pl o Moblle Mobmtltv Anancld Enterprl [ [~ J E Network Systems Sarvicen Symtwng Products

37,896

: tand and Bullding Expense Q 10,452 32,651

16,848

Othver Tarmrinal Equipment Expenesl

Provisioning Expanse

790 40,898 86,208 6,264

11

34,672 324372 - $925 $157 $13,541 $873 $2,750 4165,239 $25 237 $679,939 $793,598 $291,731 $6,366,648 41,275 47,723 $309,.700 $2.389 $1,601,845 $212,324 $10.404.938

Sotrce: Southern Bell Teléphane and Telegraph Company, Responss to OPC’s Documant Request 567 and Interrogatory 1093,
i pee o Eay et ovnag F oo
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Soeuthern Bell Telsphone and Telegraph Company
Corporates Sesrvice and Project Billings from BeliSouth Corporation

Southern Ball

Docgket No. 820260-TL
Exhibit__ {KHD-1)
Schedule §

Page 1 0f 3

Witness: Dismukes

1992
Percent
Non ... Parcent Nan
BST Regulatsd Total Regulated Regulated
Executive $8,302,600 $2,5%03,800 $10,808,400 76.8% 23.2%
Croporate Secretary 7,245,500 2,285,000 9,540,600 75.9% 24 1%
Treasury 6,445,700 1,528,500 7,974,600 80.8% 19.2%
Security 535,000 138,700 673,700 79.4% 20.6%
Comprollers €,261,400 2,006,100 8,267,500 75.7% 24.3%
Tax 5,764,900 1,460,800 7.215,800 79.8% 20.2%
Internal Auditing 2,866,500 1,751,600 4,618,100 62.1% 37.8%
Corporata Planning 3,895,100 824,100 4,719,200 82.5% 175%
Financial Management 2,640,700 1,115,800 3,756,600 70.3% 29.7%
BSC Human Rasources 1,828,200 62,500 1,991,700 96.9% 23.1%
Human Resources 18,449,700 3,859,600 23,308,200 B83.4% 16.6%
Asst, Sac/Corp. Counsel 428,400 90,900 519,300 82.5% 17.5%
Legal 8,927,500 3,471,600 12,389,500 72.0% 28.0%
Fadaral Relations 6,822,700 1,529,100 8,451,800 81.9% 18.1%
Advertising 1,441,400 1,587,200 3,028,600 47.8% 52.4%
Public Relations 267,600 202,200 1.169,700 82.7% 17.3%
External Affairs 4,254,300 1,350,900 $,605,200 .75.9% 24.1%
Corporate Affairs 4,947,200 1,374,600 6,321,800 78.3% 21.7%
Rats of Return 2,101,000 451,000 2,552,000 82.3% 17.7%]
Total 327,604 500 77.5%]
Projsct Costs $4,452,900
1991
Percent
Non Percent Non
BST Regulatad Total Regulated Regqulated |
Exscutive NP N/P N/P N/P NP
Craporate Sacretary N/P NP N/P N/P NP
Treasury N/P N/P N/P N/P N/P
Seourity N/P N/P N/P N/P NP
Comprollers NP N/P N/P N/P N/P
Tax N/P N/P N/P NP N/P
Intamnal Auditing NP NIP NP NP NP
Carporate Planning N/P NP N/P N/P NP
Financial Management N/P N/P N/P N/P N
BSC Human Resources NP NiP N/P N/P N/P
Human Resources NiP N/P N/P N/P N/P
Asst, Sec/Corp. Counsel N/P NP N/P N/P NP
Logal N/P NP NiP NP N/P
Federal Relations N/P N/P N/P N/P N/P
Advertising NP NP N/P N/P N/P
Public Relations NIP N/P NIF N/P N/P
External Affairs N/P N/P N/P NP N/P
Corporate Atfairs NP NP NP NP N
Rate of Rotum N/P N/P N/P H/P NP
Tota) NP NP N/P N/P N/P
Project Costs - N/P NP NP N/P NP

N/P =Not Provided
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Southern Bsli Telaphone and Telegraph Company

Corporate Service and Project Billings from BeliSouth Corporation

Southem Bell

Docket No. 920260-TL
Exhibit__ {KHD-1}
Schadula 5

Page 20t 3

Witness; Dismukes

.

L.....J

1930
Percent
Non .. Percent Non
. BST Regulated Total Regulatad Regulated
Executive $8,879,700 $1,635,200 $10,514,800 84.4% 15.6%
Croporate Secretary 1,951,900 373,600 2,325,500 83.9% 16.1%
Troasury 12,976,900 2,652,700 15,629,600 83.0% 17.0%
Security 1,627,700 213,300 1,841,000 B8.4% 11.6%
Comprollers 7.426,000 1,462,200 8,888,200 83.5% 16.5%
Tax 5,215,700 904,700 6,120,400 85.2% 14.8%
Internal Auditing 2,724,600 873,200 3,597,800 75.7% 24.3%
Corporats Planning §,883,800 788,500 6.672,300 88.2% 11.8%
Financial Management 3,733,800 1,414,100 5,147,900 72.5% 27.5%
Marketing 2,400 1,400 3.800 63.2% 36.8%
BSC Human Resources 12,742,900 152,100 12,895,000 98.8% 1.2%
Human Resources 21,718,500 1,749,700 23,468,200 92.5% 7.5%
Asst. Sac/Corp. Counsel 233,200 33,500 266,700 87.4% 12.6%
Legal 8,192,900 2.901.800 11,034,700 73.8% 26.2%
Federal Relations 6,741,000 1,086,100 7.827.100 B86.1% 13.9%
Advertising 4,359,700 2,136,900 6,496,600 67.1% 32.9%
Public Relations 2,729,700 763,600 3,493,300 78.1% 21.9%
Extemnal Atfairs 4,620,100 725,500 5,345,600 B6.4% 13.6%
Corporate Affairs 4,978,800 886,400 5,865,200 B84.9% 16.1%
Rate of Retun
Total $116,739,300 $20,754,600 $137,493,800 15.1
Project Costs $4,399,100 47,860,400 $12,259,500 35.9% 64.1%
1989
Percent
Nen Percont Non
BST Regulated Total Regulated Begulated
Exscutive $14,265,000 $2,527,000 $16.792,000 85.0% 15.0%
Croporate Secretary 4,928,000 560,000 5,488,000 89.8% 10.2%
Treasury 13,814,000 2,149,000 15,963,000 B86.5% 13.5%
Security 1,071,000 112,000 1,183,000 20.5% 9.5%
Comproliars 8,379,000 881,000 9,260,000 99.596 9.5%
Tax 3,780,000 632,000 4,412,000 85.7% 14.3%
Internal Auditing 2,677,000 326,000 3,003,000 89.1% 10.9%
Strategic Analysis 992,000 106,000 1,098,000 90.3% 9.7%
Corporats Planning 4,580,000 597,000 B.177.000 BB.5% 11.5%
Financlal Management 3,412,000 1.072,000 4,484,000 76.1% 23.9%
Marketing 1,864,000 856,000 2,720,000 68.5% A1.5%
8SC Human Resources
Human Resources 24,101,000 1,721,000 25,822,000 93.3% 6.7%
Asst. Sec/Corp. Counsel 169,000 19,000 188,000 69.9% 10.1%
Legal 8,179,000 1,653,000 9,832,000 83.2% 16.8%
Faderal Relations 7,265,000 1,089,000 8,354,000 87.0% 13.0%
Advaertising
Public Rslations 6,589,000 2,163,000 8,752,000 75.3% 24.7%
External Aftairs 6,144,000 1,034,000 7,178,000 B5.6% 14.4%
Corporate Affairs
Rate of Astumn
Total $112,2098,000
Project Costs 45,147,000 36,628,000
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Southarn Bell Telephone and Telegraph Company

Corporata Service and Project Billings from BsllSouth Corporation

Southern Ball

Docket No., 920260-TL
Exhibit__ (KHD-1)
Schedule 5

Page 3 of 3

Witness: Dismukes

Executive
Croporate Secretary
Troasury
Security
Comprallers
Tax
Intemal Auditing
Strategic Analysis
Corporate Planning
Financial Managsment
Markating
BSC Human Resources
Human Resources
Asst. Sec/Corp. Counssl
Legal
Federal Relations
Advertising
Public Relations
Extarmnat Affairs
Corporate Affairs
Rate of Retumn

Total

Proisct Costs

1988
Percent
Non AR Parcent Non

BST Raguiated Total Regulated Regulated
$10,001,000 #1,680,000 411,681,000 85.6% 14.4%
5,989,000 706,000 6,695,000 B9 6% 10.6%
12,371,000 1,766,000 14,137,000 87.5% 12.5%
6,889,000 832,000 7,721,000 89.2% 10.8%
3,251,000 502,000 3,753,000 86.6% 13.4%
2,235,000 355,000 2,590,000 86.3% 13.7%
1,242,000 154,000 1,396,000 £9.0% 11.0%
5,226,000 639,000 5,865,000 89.1% 10.9%
3,157,000 821,000 3,978,000 79.4% 20.6%
48,000 41,000 89,000 53.9% 48.1%
16,452,000 1,776,000 18,228,000 90.3% 8.7%
350,000 40,000 390,000 B9.7% 10.3%
8,137,000 1,511,000 5,648,000 B4.3% 15.7%
7,044,000 967,000 8,011,000 87.9% 12.1%
9,694,000 1,274,000 10,968,000 8B.4% 11.6%
1,878,000 267,000 2,145,000 B87.6% 12.4%

35,038,000

Source: Southam Bel! Telephone and Talegraph Company, Responss to OPC’s Interrogatories 1107, 552, and 653;
and Exhibit of Dismukes, Docket No. 3897-U belore the Georgla Public Sarvice Commission.



Southem Ball
Dackat No. 920260-TL
Exhibit__ {KHD-1)

Southem Bsll Telaphone and Tolegraph Company
BellSouth Corporation

Corporata Services Billings to BaliSouth Telecommunications Scheduls 8
1992 Page 1 0t 8
Witness: Dismukes
Corporate
Service Billings Percentage
Billings To Allocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1 Executive 2,493,409 100{General Allocator 2.064,400 82.79%
2 99,287 103|Employess 79,316 79.88%
3 284,186 201 Composite v, 179,863 63.29%
4 441,632 202|Composite 321,147 72.72%
8 425,284 203|Composite 354,987 B3.47%
6 976,105 205|Composite 642,679 65.84%
7 372,315 207|Compasite 265,108 71.21%
] 237,461 222|Composite 225,928 66.95%
9 381,715 225]Compaoiste 294, 885 77.25%
10 Total Direct 5,811,394 4,428,312 76.20%
11 Overhead 4,995,052 3,874,272 77.66%
12 Total Executive 10,806,446 8,302,684 76.83%
: Corporate
Service Billings Parcentage
Billings To Aliocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1 Corparate Sscretary 1,975,974 100]|General Allocator 1,629,221 B82.45%
2 131,700 118]Equity 95,968 72.87%
3 1,172,448 232|Compaosite 910,486 77.66%
4 6,675,911 CX00007 |Equity 4151875 73.16%
: & Total Dirsct 8,956,034 6,787,650 75.79%
6 Total Overhoad 584,421 457,984 78.37%
¢ 7 Total Corporate Secretary 9,540,455 7,245 534 75.95%
Corporate
Service Billings Percentage
Billings To Allocation Allocation To Allocated
Line BSC Departmeant Subsidiaries Factor Basis BST To BST
. 1 Treasury 541,500 100|Genaral Allocator 446,390 B2.44%
2 1,677,340 101|Capital 1,385,370 82.59%
3 9,461 108|100% BSE - [+] 0.00%
4 34,540 166|Headquarter's Allocator 27,625 79.98%
5 18,117 230|Composits 13,692 71.10%
’ 6 311,869 231|Composits 250,210 80.23%
7 103,022 233 Composite 78,047 76.73%
8 135,391 241|Compaosite 88,108 65.08%
9 63,087 CX0003 {100% BSE 4] 0.00%
10 23,789 CX0004 [50% SBTT Capital, 50% SCBT CA 23,789 100.00%
11 11 CXDOCS5 [Salares & Wages 10 90.91%
12 902,247 CX0007 jEquity 682,580 75.65%
13 234,184 CX0008 [Fed Pac Racaipts 180,84% 77.14%
. 14 435,113 CX0009 |Employces in Wage & Benefit Plan 387,183 88.98%
15 2,818 CX0013 |Executives 1,883 66.82%
£ i6 85 CX0019 [100% BaliSouth Business Systems 0 0.00%
; ; 17 281,878  CX0020 [100% BellSouth Telecommunications 201,878  100.00%
- 18 Total Direct 4,785,442 3,867.294 B80.60%
197Total Overhaad 3,189,080 2,688,403 81.16%
20 Total Treasury 7.974.522 £.445,697 80.83%

-
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Southern Bell
Southem Bell Telophone and Telagraph Company Docket No. 920260-TL
BallSouth Corporation Exhibiy__ (KHD-1y
Corporate Services Billings to BeliSouth Telecommunications Schaduls 6
1992 Page 2 of 8

Witness: Dismukas

[P
: cead

e

Corporate .
Service Sillings Percentage
Billings To Allocation Allocation To Allocated
Line BSC Dapartmant Subsidiaries Factor Basis BST To BST
1 Sacurity 28,798 100|General Allocator Ne 24,468 B84.83%
2 60,127 107|50% SB, 50% SCB 50,127 100.00%
3 254,074 155|Headquarter's Allocator 190,321 74.91%
4 (2,938) 190j100% BS Telocommunications {2,928) 100.00%
5 15 CXO0003 [100% BSE 0 0.00%
6 3,065 CX0023 |Humicana Andraw - 100% BSE Q 0.00%
7 Total Direct 333,131 261,968 78.64%
8 Total Gverhead 340,598 ’ 273,086 80.18%
9 Total Security 6!3!729 ) 535!054 79.42%
£
Corporate
Service Billings Parcantage
Billings To Allocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1 Comptrollers 761,983 102Emp in BS pension & benefit plan 672,924 139.49%
2 4,387 107]60% SB, 50% SCB 4,387 100.00%
3 650,280 118|Equity 618,523 72.74%
4 1,233,663 155|Headquarter's Allocator 930,729 76.45%
8 34,672 183{141% S$B, 41% SCB, 9% BSE. 8% HQ Allc 30,927 89.20%
& 26,224 1841{11.1% SB,SCB,BSS 33.4% BSE 33.3%BBS 8,400 33.30%
7 65,642 190]100% BS Telecommunications 65,642 100.00%
8 273,689 191|1/3 BST, 1/3 BSE, 1/3 BBS 91,138 33.30%
] 398,779 192{82% BST, 9% BSE, 9% HQ Alloc 353,893 88.74%
10 189,702 213|Composits 161,675 85.23%
11 2,219 CX0001 [100% SBTT 2,218 100.,00%
12 2,679 CXO0002 |100% SCBT 2,579 100.00%
13 39,853 CX0003 }100% BSE 0 0.00%
14 26,654 CX0006 |General Allocator 22,316 83.72%
15 34,149  CXO007 {Equity 24,126 70.65%
16 48,636 CX0009 [Employses in wage & benefit plan 43,277 88.98%
17 38,837 CX0010 [Gross fixed assets *375Mm 96.74%
18 185,222 CX0013 |Executives 123,968 66.93%
19 41 CX0016 [100% BSS 41 100.00%
20 4,461 CX0018 [100% BellSouth Business Systems V] 0.00%
n 40,265 CX0020 [100% BellSouth Telecommuniations 40,265 100.00%
22 3,535 CX0022 |Humicane Andrew - 100 BST 3.535 100.00%
23 1,223 CX0023 |Hurricana Andrew - 100 BSE 0 0.00%
24 Total Direct 4,255,595 3,238,135 76.09%
25 Total Overhead 4,011,888 3,023,254 75.36%
26 Total Comptroliers B,267.483 6,261,389 75.74%
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Corporata Services Biflings to BallScuth Telecommunications Schadule 6
1992 Page 3of 8
Witness: Dismukes
Corperats .
Sarvice Billings Percentage
Billings To Allocation Allocation To Alocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1Tax 76,133 100|General Allocator e 62,613 82.24%
2 494,721 106|Operating Expenses 390,425 78.92%
3 55,235 107[50% SB, 50% SCB 55,235 100.00%
4 35,763 108[|100% BSE )] 0.00%
5 228,086 117|investmants 192,000 84.18%
6 6,707 125]95% Reg Inv, 5% BSE 6,372 95.01%
7 423,973 155|Headquarter's Allocator 228,314 77.44%
8 20,602 185[12% HQ Allocator, 88% BSE 1.919 9.31%
9 28,386 186|38% HQ Allocator, 62% BSE 11.154 29.06%
10 399,611 190|100% BS Telecommunications 398,511 100.00%
11 191,644 193|95% BST, 5% BSE 182,062 §5.00%
12 484,079 2081Composite 323,267 66.78%
13 207.949 214{Composite 178,055 85.62%
14 181,216 224\Composite 84,454 44.17%
15 176,216 236|Composite 133,356 75.68%
16 127.778 331{70% BST, 30% Geaneral Allocator 120,805 94.62%
17 15,003 332|2% BST, 92% BSE, 6% BBS 300 2.00%
18 250,085 333[92% BST, 8% General Aliocator 246,529 98.58%
19 189,662 334|14% BSE, 6% BBS, 80% Genera! Allocator 124,817 65.81%
20 28 CX0003 [100% BSE 2] 0.00%
21 3,120 CX0020 [100% BellSouth Telecormmunications 3,120 100.00%
22Total Dirsct 3,615,897 2,844,408 78.66%
23Total Overhead 3,599,907 2,910,448 80.85%
24 Total Tax 7!2155804 5,754 856 79.75%
Corporate Servica Biliings Percentage
Billings To Allocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1internal Audit 8,404 177{28%S8 31%SCB 16%BSS 14%BSE 11%HQalc 7.881 23.80%
2 45,309 178|54% BSE, 46% HQ alloc 16,669 36.79%
3 36,793 179]|31%58 35%5CB 18%BSS 10%BSE 6%HQalic - 32,672 #8.80%
4 90,080 180[10%SB 13%SCB 53%BSS 18%8SE 6%HQallc 72,765 80.80%
5 36,658 195|74% BST, 13% 8SE, 10% BBS, 3% HQallec 27,806 76.06%
6 150,252 198|76% BSE, 24% HOAlloe 28,950 18.27%
7 178,123 197|72% BST, 15% BSE, 9% BBS, 4% HQalloc 133,813 75.12%
] 203,356 198|75% BST, 17% BSE, 5% BBS, 3% HQalloc 167,339 77.36%
9 402,842 324183% BST, 13% BSE, 4% HQakloc 346,188 85.94%
10 419,064 326(73% BST, 27% HaQslloc . 82,743 18.74%
11 403,840 326[84% BST, 11% BSE, 6% HQalloc 354,039 87.67%
12 894 CX0001 |100% SBTT 894 100.00%
13 B34 CX0002 |[100% SCBT 894 100.00%
i4 107,166 CX0003 |100% BSE ] 0.00%
15 72 CX0016 |100% BSS 72 100.00%
16 16,417 CX0020 [100% BellSouth Telscommunications 16,417 100.00%
17 Totat Diract 2,101,094 1,279,162 60.88%
18Total Overhead 2,517,088 1,687,352 £3.06%
19Total Intemnal Audit 4!6! e!!ag 2,866,514 £2.07%



Southem Bell
Southem Bsll Telephone and Telegraph Company Docket No, 820260-TL
BeliSouth Corporation Exhibit__ (KHD-1)
Corporate Services Billings to BeliSouth Telecommunications Schedule 6
1992 Paga4of 8

Withess: Dismukes
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Carporate Service Billings Psrcantage
Billinge To Allocation Allocation Te Allccated
Line BSC Department Subsidiaries - Factor Basis BST To BST
1 Financial Management 870,617 106|Oporating Expensos 689,566 79.21%
2 247,776 108[100% BSE . 0 0.00%
3 47,290 189]5% BBS, 47.6% SBT, 47.5% SCB 44,925 85.00%
4 378,037 194 [Oparating Expsnses of RST & BBS 354,602 93.80%
5 21,042 210|Composite 13,323 63.32%
6Total Direct 1,564,662 1,102,416 70.46%
7 2,191,904 1,538,254 70.18%
B Total Financlal Managemsnt 3,756,566 2,640,670 70.29%
Corporate
Servica Bilings Parcantags
Bilings To Allocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1 Corporate Planning 1,872,541 100|General Allocator 1,651,344 82.63%
2 314,537 220|Composite 258,836 82.29%
3Total Direct 2,192,078 1,810,180 82.58%
4 Total Overhead 2,527,084 2,084,896 82,50%
5 Total Corporats Planning 4719182 — 3895076 B82.54%
Corporate
Service Billings Percentage
Rillings To Alipcation Aliocation To Aliocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1BS H/R, Inc, - Other 4,729 102:Emp in BS pension & benaflt plan 4,292 $0.76%
2 29,650 160{Employees in USA * 24,636 82,.76%
3 263,708 169/0th mgrs & key mgrs excluding BSE 242,980 92.14%
4 1,578 204 [Composite 937 59.38%
5 (35,861} 237|Composite {30,934) 86.26%
3] 3,138 233|Composite 2.816 89.74%
7 Total Direct 266,942 244,827 91.64%
8Total Overhead 87,443 80,694 92.17%
9Total BS H/R, Inc. - Other 354,385 - 325221 91.77%
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Southem Bell Telephone and Telograph Company Docket No. 920260-TL
BellSouth Corporation Exhibit__ {KHD-1)
Corporate Ssrvices Billings 1o BellSouth Tslecommunications Schedule 6
1992 PagaSof 8

Witness: Dismukes

Corporate .
Service Billings Parcentage
Billings To Allocation Allocation To Allocated
Line BSC Departmant Subsidiaries Factor Bazis . . BST To BST
1BS H/R, Inc. Benefits 636,386 161{98.9% Emp excluding BSE, 1.1% GA 616,149 86.82%
2 332,537 162[Retired smployees excluding BSE 332,304 99.93%
3 15,780 223[Composite 15.446 B87.88%
4 - . {9,862} 228[Composite (8,990) 21.25%
& Total Direct 974,851 954,909 97.95%
6 Totat Overhead 662,504 649,108 57.98%
7 Total BS H/R, Inc. Benefits 1,637,356 1,604,017 97.96%
Cosporate
Service Billings Percentage
Billings To Allocation Allocation To Allocated
Line BSC Department Subsidiaties Factor Basis BST To BST
185C Human Resources 7.611,495 102|Emp In BS pension & benefit plan 6,690,367 89.07%
2 549,595 112|Kay managers 343,218 62.45%
3 746,660 113{Unlon employses in BS companies 705,629 84.50%
4 742,120 160|Employees in USA 605,459 81.59%
] 1,700,876 173|Key mgrs execpt BSE acquired Co. 1,125,421 66.17%
6 2,684,940 175|Managers execpt BSE acquired Ca. 2,090,422 77.868%
7 2,619 187/100% BellSouth business systems ] 0.00%
] 213,072 204 |Composite 190,688 89.49%
9 338,802 211|Composits 251,885 74.35%
10 183,058 228|Composite 228 164,887 90.07%
11 (23,475} 237|Composite {20,249) 86.26%
12 12,674 239|Composite 11,3722 89.73%
13 24 CX0003 {100% BSE 0 0.00%
14 2,085 CX0019 {100% BeliSouth Business Systems 0 0.00%
15 76,3468 CX0020 [100% BeliSouth Telacommunications 76,346 100.00%
16 0  PN1770 |Assessment Center Ovetheads 0 0.00%
17 0 PN4005 |Assessment Center Overheads 0 0.00%
18 Total Direct 14,740,901 12,235,445 83.00%
198 Total Overhaad 8,568,412 7.214.284 84.20%
20 Total BSC Human Resources 23,309,313 19,449,729 B83.44%
Corporats
Service Billings Percantage
Billings To Allocation Allocation To Altocated
Line BSC Department Subsidiaries Factor Basis BST To BST
1 Asst Sec - Corp Council 279,628 100[General allocator . 230,378 82.39%
2Total Direct 279,628 230,378 82.39%
3Tota! Overhoad 239,677 188,055 82.63%
519,30% A28.433 B2.50%

4 Total Asst Sec - Corp Councit
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Southemn Boll Telsphone and Telegraph Campany
BallSouth Corporation
Corporate Services Billings to BellSouth Telecommunications

Southermn Ball

Docket No. 820260-TL
Exhibit__ (KHD-3}
Schodule &

Page Gof &

1992 Witnass: Dismukes
Corporats Ssrvice Billings Porcentage
Billings To Allocation Allocation, To Allocated
Line BSC Departmant Subgsidiaries Factor Basis BST To BST

TLepal 770,066 100]{Genoral allocator 637,211 82.75%

2 253,250 120|80% Rag inv, 10% BSE, 10% GA 224,101 88.49%

3 35,509 121|Regulatad investamant 35,508 100.00%

4 14,079 123|85% reg inv, 15% GA 13,760 97.73%

5 10,825 125}95% reg inv, 05% BSE 10,284 95.00%

6 24,875 127)35% reg inv, 35% BSE, 30% GA 15,044 60.48%

7 13,048 133{53% rag inv, 26% BSE, 219% GA 9,243 70.84%

8 12,666 134|20% reg inv, 8B0% BSE 2,533 20.00%

8 2,926 139]30% reg inv, 70% GA 2,617 89.44%
10 21,141 141[27% reg inv, 059% BSE, 8% GA 17,919 84.76%
11 16,830 142]|20% rag inv, 60% BSE, 20% GA 6,261 36.98%
12 269,048 144(159% BSE, 85% GA 188,688 70.09%
13 42,135 145/20% reg inv, 35% BSE, 45% GA 24,531 £8.22%
14 19,157 146(75% reg Inv, 25% BSE 14,368 75.00%
11 18,230 147110% reg inv, 80% BSE 1,823 10.00%
16 30,587 148|50% reg inv, 35% BSE, 15% GA 19,190 62.74%
17 ' 10,927 149|60% reg inv, 30% BSE, 10% GA 7.484 68.49%
18 14,231 150{70% reg inv, 10% BSE, 20% GA 12,380 86.99%
19 26,511 188{38% reg inv, 2.5% BBS, 59.5% GA 23,47 88.53%
20 425,668 180|100% BS Telecommunications 425,666 100.00%
2 99,978 193|95% BST, B% BSE 94,980 95.00%
22 676,815 205|Composite 414,066 71.94%
23 363,444 301|80% BST, 10% BSE, 10% Gen Alloc 320,723 88.25%
24 11,041 302|30% BST, 70% Gen Alloc 9,730 88.13%
25 159,572 303|70% BST, 25% BSE, 5% BBS 111,700 70.00%
26 115,652 304|85% BST, 15% Gen Alloc 112,614 97.37%
27 167,926 305[10% BST, 90% BSE 16,793 10.00%
28 282,159 306/27% BST, 5% BSE, 68% Gen Alloc 242,895 83.14%
23 543,972 307/50% BST, 35% BSE, 15% Gen Allog 339,143 62,35%
30 154,712 308{70% BST, 10% BSE, 20% Gan Alloc 133,805 B6.49%
3 : 121,178 309|20% BST, 60% BSE, 20% Gen Allcc 44,1638 36.46%
32 131,808 310|60% BST, 30% BSE, 10% Gen Alloc 90,013 68.24%
33 308,400 311|35% BST, 35% BSE, 30% Gan Alloc 184,155 59.71%
34 242,162 312(38% BST, 2.5% B8S, 59.5% Gen Alloc 210,860 B87.08%
35 385,461 313|28% BST, 35% BSE, 45% Gen Alloc 219,848 57.04%
a5 201,112 314|63% BST, 26% BSE, 21% Gen Alloc 141,392 70.31%
37 174,499 316|20% BST, 80% BSE 34,900 20.00%
ag 11,390 316|765% BST, 25% BSE 8,542 75.00%
39 47,457 317|85% BST, 5% BSE, 10% Gen Alloc 44,246 93.23%
40 . 170,207 318|26% BST, 5% BSE, 10% BES, 60% GA 126,829 7451%
41 . 183,418 319(60% BST, 31% BSE, 19% Gen Alloc 120,206 65.59%
42 80,796 320|27% BST, 31% BSE, 42% Gen Alloc 55,883 61.55%
43 64,988 335{55% BST, 35% BSE, 10% Gen Alloc 41,094 63,23%
44 77.804 336[35% BST, 65% Ganeral Allocator 68,916 B88.68%
45 137,407 337)40% BST, 10% BSE, 60% Gen Alloc 111,440 81.10%
46 87,394 338{10% BSE, 90% General Allocator 64,830 74.18%
47 8,565 342/5% BST, 95% BSE 428 5.00%"
48 184,895 CX0003 {100% BSE 0 0.00%
49 Total Direct 7.166,100 5,057,172 70.67%
50 Total Overhead 5,243,454 3,870,776 73.82%
51 Total Legal 12,399,564 85927!948 72,00%
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Corporate Sarvices Billings to BoliSouth Telecommunications Scheduls 6
1992 Page 7 0f 8
Witness: Dismukes
Carporata
Sarvice Billings Percentags
Bittings To Allocation Allocation To Allocated
Line BSC Department Subsidiaries Factor Basis B8ST To B5ST
1Fedsral Relations 2,216,326 100{General Allocator 1,830,633 82.59%
2 38,598 107|60% $B, 60% SCB 38,598 100.00%
3 268,721 165|35% SBTY, .35 SCBT, .15B5E, .15 GA 22,109 82.74%
4 11,382 166140% SBTT, 40% SCBT, 20% GA 11,040 87.00%
6 42,504 167{15% SBTT, 15% SCBT, 70% BSE 12,761 30.00%
6 31,970 168136% SBTT, 35% SCBT, 10% BSE, 20% GA 27,811 86.99%
7 636,156 190{100% BS Telecommunications 635,166 100.00%
8 2,769,214 215|Composita 2,288,971 82.66%
-] 590,169 216|Composite 485,236 82.22%
10 24,668 240|Composite 21,186 85.88%
1 374,378 308|70% BST, 10% BSE. 20% Gen Alloc 323,780 B86.48%
12 115,062 321{70% BST, 15% BSE. 15% Gen Alioc 94,734 82.33%
13 58,636 322(80% BST, 20% Gen Alloc £6,614 896.55%
14 257,622 323|30% BST, 70% BSE 77,267 30.00%
15 74,350 339|70% BST, 30% BSE 52,045 70.00%
16 16,950 340|90% BST, 10% BSE 15,265 90.00%
17 15,706 341180% BST, 20% BSE 12,665 80.00%
i8 8,058 CX0003[100% BSE 0 0.00%
19 Total Diract 7,207,371 5,905,647 B81.94%
20 Total Overhead 1,244,330 1,017,059 B81.73%
21 Total Federa!l Relations 8,451,761 6922708 81.21%
Corporats
Service Billings Parcentage
Billings To Allocation Allocation To Allocated
Line BSC Dapartment Subsidiaries Factor Basis 887 To BST
1 Advertising 197,851 119|70% Mar GA, 20% Equity, 10% GA 106,487 53.82%
2 117,401 327)65% BST, 10% BSE, 20% Mkt GA, 5% GA 91,551 77.98%
3 223,790 328[10% BST, 5% BSE, B0% Mkt GA, 5% GA 110.590 49.42%
4 40,909 329/90% BST, 5% BSE, 2.6% Mkt GA, 2.6% GA 38,111 93.16%
S 131,836 CX0003 [100% BSE 0 0.00%
[ 119,375 CX0006 |Genaral Allocator 97.81% 81.94%
7 26,128 CX0007 |Equity 18,868 76.04%
8 1,865,098 CX0011 |Marketing Gansral Allocator 819,488 43.94%
-] {4,518} CX0019 |100% BaliSouth Business Systoms 1] 0,00%
10 (127,318} CX0020 (100% BsliSouth Telscommunications {127,318} 100.00%
11 2,407 CX1992 (1992 Atl Golf Classic-Mrkt Gen Allc 1.013 42.09%
12Total Direct 2,592,959 1,157,605 44 .64%
13 Total Overhead 435,619 283,781 65.14%
14 Total Advertising 3028578 1.441,386 47.59%
Corporate
Service o Billings Percentags
Billings To Allocation Allocation To Allocated
Line BSC Dapartment Subsidiaries Factor Basis BST To BST
1 Public Relations 841,626 100]{Geoneral Allocator 779,535 82.79%
2 107  CX1991 [1991 Atl golf classic-Mrkt Gen Allc 46 42.99%
3 1,403 CX1992 |1991 Atl golf classic-Mrkt Gan Allc 602 42.91%
4 Total Direct 943,036 780,183 B2.73%
STotal Ovarhead 226,657 187,329 82.65%
6Total Public Relations 1,169,693 967,512 82.72%
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Witness: Dismukes

Corporats

Service Billings Percentage

Billings To Aliocation Allocation To Allocated

Line BSC Departmant Subsidiaries Factor Basis BST To BST
1 Extsmal Affairs 400,133 100]{Ganeral Allocator o 329,303 82.30%
2 956,378 103|Employeas 767,148 80.21%
3 2,330,925 181]94% Equity, 6% Ganeral Allocator 1,724,835 74,00%
4 435,358 242{Composite 342,114 78.68%
5 12,008 CX0003 [100% BSE 0 0.00%
] 40,723 CX0021 |GA Dome - Marksting Allocatar 18,580 45.65%
7 3,353 CX0022 [Humicane Andrew - 100% BST 3,353 100.00%
8 122,897 CX1992 |1891 Atl golf classic-Mrkt Gen Alie 55,881 45.47%
9 Total Direct 4,301,772 3,241,324 75.25%
10 Total Overhaad 1,303,474 1,013,016 77.72%
11 Total Externa! Affairs 5,605,246 4,254,340 75.80%
Carporate
Service Billings Percentage
Billings To Allocation Allocation Te Allocated
Line 85C Department Subsidiares Factor Basis BST To BST

1 Corporata Affairs 4,475,428 100 |General Allocator 3,706,359 82.82%
2 174,700 221|Composite 137,586 78.76%
3 " 8,392 CX0021 |GA Dome - Marketing Allocator 3,843 45.79%
4 31,7565 CX1591 |1981 At golf classic-Mrkt Gen Alic 13,682 42.77%
5 656,233 CX1992 |1992 At! golf classic-Mrkt Gen Allc 300,488 45.79%
6 Total Diract 5,346,508 4,161,858 77.84%
7 Total Ovearhead 975,372 785,369 80.52%
8Total Carparate Affals £§,321, 880 s 347,217 78.26%
1 Total Direct 77,425,387 59,578,569 76.85%
2 Total Overhead 42,944,022 33,637,310 78.33%
3 GRAND TOTAL 120,369,409 ___ 93215879  77.44%

Source: Southern Bell Telephone and Talegraph Company, Response to OPC's Documeant Raguast 797,
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Southem Bell Telephona and Telegraph Company
Calculation of Recommended General Allocation Factor

Genaral Allocation Factor BSE BST BSBS Total
January 13.07% B84.93% 2.00% 100.00%
Fabruary 13.67% 84.31% 2.02% 100.00%
March 14,56% 83.42% 2.02% 100.00%
April 15.58% 82.45% 1.97% 100.00%
May 15.18% 81.69% 3.13% 100.00%
June 14.50% 81.30% 4.20% 100.00%
July 12.62% 82.53% 4.85% 100.00%
August 12.84% 82.24% 4.92% 100.00%
September 13.24% 81.73% 6.03% 100.00%
October 13.24% 81.73% 5.03% 100.00%
Novembar 12.58% 82.33% 5.08% 100.00%
December 11.75% 83,02% 5.23% 100.00%|

Average 13.57% B82.64% 3.79% 100.00%

50% Weight 50.00% 50.00% 50.00%

Weighted Factor 6.78% 41.32% 1.90%{ _ 50.00%

Equal Allocation

Factor 25.00% 50.00% 25.00% 100.00%

50% Weight £0.00% 50.00% 50.00%

Weighted Factor 12.50% 25.00% 12.50% 50.00%

Recommended Allocation

Factor 19.28% 66,32% 14.40% 100.00%

frrre—s an
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Source: Southern Bell Telophone and Telegraph Company, Response to OPC’s Intsrmogatory 556.
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Southern Bell Telephone and Telegraph Company Witness: Dismukes

Summary of Ownership Adjustments

-

SC: Amount
CEO $2,450,945
Vice Chairman $1,101,402
Exec. V.P. & Genera! Counsel $970,839
Exec. V.P. Gov. Affairs $1,020,183

Total 1992 Allocation to BST $5,643,369
Florida Intrastate Percent 18.30%
Florida intrastate Allocation $1,014,437
Disallow 50% 50.0%
Adjustment to Disallow Executives ($507,218)
1993 Allocation to BST $3,920,600
Florida Intrastate Percent 18.30%
Florida Intrastate Allocation $717,470
Disallow 50% 50.0%
Adjustment to Disallow Corporate Planning ($358,735)
1992 Director Cash Management $205,899
1982 Assistant Treasurer Cash Management $1,298,261

Total Cash Managment Allocated to BST $1,504,160
Florida Intrastate Percent 18.30%
Florida Intrastate Allocation $275,261 -
Disallow 50% 25.0%
Adjustment to Disallow Cash Management ($68,815)
1992 Allocataon 10 BST $428,400
Florida Intrastate Percent 18.30%
Forida intrastate Allocation $78,397
Disallow 50% 50.0%
Adjustment to Disallow Assistant Secretary ($39,199)
Total Ownership Adjustments ($973,967)

Source: Southern Bell Telephone and Telegraph Company, Response to

OPC's Interrogatories 1077 and 1081.
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Witness: Dismukes
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FINANCIAL ANALYST SEMINAR
November 9, 1992

John Clendenin
Chairman and Chief Executive Officer

Good morning ladies and gentlemen and thank you very much for
joining us here in Orlando at Perspective '92. We've been in the
habit of schedﬁling conferences like this about every two years,
and we think that it is productive to wait a couple of years
between conférences. We hope that proves to be an effective
process from your point of view. We're just delighted that you're
here and that we will have the opportunity to dialogue with you and
not just get better acquainted, but more specifically respond to
your interasts andé your questions. You and your colleagues are
very effective in chronicling the sweeping changes that are
transforming not only the telecommunications industry, but indeed
the world itself, and we want to respond to your questions and
share our perspectives with you.

The pace of change today is truly incredible for us. I'm sure
it's incredible for you. It's certainly the fastest rate of change
that I've seen in my thirty-seven years in the industry and it is
clearly accelérating. The fundamental forces driving this chapge
are technology and competition. And as hany'of you have pointed
out, neither is going to be held back. If you're afraid of it,
change can certainly appear overwhelming, but if you managé change
by breaking it down into components, change creates opportunity.
That's the focus thact we are trying to constantly remind ourselves

of and responding to that opportunity is what we're all about.
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I expect that you saw or heard about our announcement on
Friday about plans to reduce our telephone work force by an
additional 8,000 by 1996 and to restructure the entire staf.f
organization at corporate headquarters and at BellSouth
Enterprises. These actions should, I hope, send a clear signal
that we are serious about competing in today's market place. But
really they are only the latest of several major initiatives that
we've undertaken since our last conference two years ago, and I'a
like to remind you of some =f the other changes that have taken
place and some of the other =itiatives.

We streamlined our te :phone operations by merging three
companies into one--by comt .ing Southerm Bell and South Central
Bell and BellSo_uth' Service. into BellSouth Telecommunications--
really a major undertaking : 1 one that paved the way for a lot of
additional streamlining. |

We significantly st. .gthened our position in domestic
cellular with acquisitions :om Graphic Scanning which focused us
very heavily in the Indian: .lis area and really all ov;:ar the state
of Indiana; from McCaw whi- brought us Milwaukee and substantial
other properties in Wiscor 'n; and from GTE which gave us the
remainder of Atlanta and Le ..gton, Kentucky.‘

We built on our previ: s success in achieving regulatory
reform by extending incentive plans into 8 of our 9 states. And,
in this two year time frame, we, along with ocur partners in Optus
c;omunications, were granted the license to become Australia's

second total telecommunications carrier. and we enhanced our

rol Tl e aNaVanaiuil)
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standing in the international market place by earning some new
éellular licenses along with our partners who were granted licenses
in Uruguay, Venezuela, Denmark, and of course, as part of Optus iﬁ
Australia, those added to our already existing licenses in
Argentina, Chile, Mexico.

We formed a major venture with RAM Broadcasting in mobile
data--a field that has explosive growth potential worldwide. We
commenced, of course, an aggressive program of building our
nationwide RAM network in the United States and in the United
Kingdom.

We acquired only the second active nationwide paging license
and within a matter of months had messaging service up_and running
across the country.

And we made some progress in our battle for more freedom in
how we manage oux business. We were very actively involved in the
passage of the Hollings Bill on manufacturing relief back in 1991,
passing it in the Senate, at any rate. We were actively involved
in the battle before the District Court on information services
that was finalized in the appeals court process. Just a few weeks
ago, of course, we were all very actively involved in trying to
sidetrack the Brooks Bill for this year at least.

And all of these strategic responses to the opportunity that
change has created, I.think, show that we are in fact shifting the
long texm drivers of our corpora%ion. And I'd like to illustrate
that to you in a kind of symbolic way with a couple of charts.

. L4
This chart looks a lot different than it did nine -years ago. It
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depicts how our companies, BellSouth Telecommunications and
BellSouth Enterprises worked’ together to créate the wvalue of
BellSouth today in 19%2. But if you went back to 1983, most of you
would remember that when trading began in the regional Bell holding
companies in November of that year, only a single digit percentage
of our equity value was in BellSouth Enterprises; that was from
the in-region directory advertising and publishing. On this 1992
chart, the Enterprises side of our busiﬁess represents a much
greater proportion of our equity value, roughly 1/3. And that's
due to two factors - (1) the contributions being made today by our
past acquisition in directory jublishing and advertising and in the
explosive, amazing world of wireless telephony; and (2) the future
worldwide growth potential of these and other businesses.

Value in this chart is the present value of future cash flows.
It is based on realistic business cases and conservative discount
rate agsumptions and it takes into account the fact that
BellSouth's beta will increase as we continue moving away from
regulation and into riskier environments. l

Today, I think it's fair to say the market ascribes little or
no value to our international cellular and wireless operations even
though some of them are alreadf guite prefitable. From Wall
Street's perspective, our intergational wireless operations are
birds still in .the bush. From our perspective, however, these
properties definitely do have valhe and we've tried to reflect that
value on this chart. To further that point later on today Buddy

Henry is going to tell you about the progress of our various

4
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overseas cellular consortium, Our experience in these
international markets so far has shown that they turn net income
positive significantly faster than the typical cellular franchiseé
in the United States. "

Well, let's go forward to the year 2001. This slide should
confirm for you our commitment to developing our nonregulated
businesses, our enterprises companies, etc., if you will. We've
changed the headings to regulated and unregulated. Again, these
charts do not represent precise dollar values or percentages. You
can view them as illustrations. The larger size of this chart is
intended to imply in the year 2001 that theré will be overall
growth in value in the next 9 years. The pie will be much larger.
It's based on internal projections which are consistent with many
of the total return estimates that you have published in your
writings, and of course, the mixed changes as well. Obviously,
we're going to need to maintain financial flexibility as we take
on the growth characteristics to achieve this larger pie and to
achieve this change in mix. Harvey Holding is going to discuss in
more detail with you the financial strztegies that underlie our
view of where customer demand is going to take telecommunications
in this next nine years. And I might parenthetically just say that
we want to be clear about one thing. We are committed to continue
paying a competitive dividend as' a component of our total share on
a return even as we seek to grow the pie and change the mix. But

you can see the relationship'chaﬂging and what was 1/3 now becomes
z
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5 a more dominant perhaps 60% in regulated and unregulated mixes
between Enterprises and BST.

Before we leave these charts let me emphasize one critical

point. While we see our value mix, and Iim emphasizing, this is

a value mix illustration, while we see our value mix changing over

time, I don't want anybody to conclude that we are anything but

absolutely committed to our regulated wireline businesses as we

seek to optimize the total business--BellSouth Telecommunications

business continues to be critical to all our future plans. We have

always invested heavily, as many of you have observed in your

writings, in our network consistently. Since the divestiture our

LJ annual cénstruction expenditures have been far higher than any of

ro the other RBOCS. And now we're refocusing our telecommunications

‘ businesses that are driven off that flexible technology platform

i that we have constructed --trxying to deploy our people more

efficiently and we're trying to align compensation closer with

¥ strategic achievements and we're trying to break down barriers that

[ exist between our various elements of BellSouth Telecommunications

and Fhat's why this restructuring effort that we announced with the

] 8,000 people being eliminated in the next few years is so critical.

But we're going\to continue to work very hard on the wireline

!; side of the business. And while they are extremely positive, I

-y would mention that our access line growth numbers don't tell the

[J whole story about the region in which our telephone operations

1' exist. = I've had the opportunity to live in mady_parts of the

country, and I continue to travel a good bit more than I like and
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in my judgment, the Southeast continues to have a vitality and a
richness that really makes our region have sort of a hidden asset.
and we expect to continue out pacing the national rate of growéh
in population, in jobs, in income, in in;migration, in household
formation, and most economists agree with us. We find that
customers in the Southeast are very receptive to new services. As
an example of that, we've sold more Touchstar or CLASS features,
if you will, than any other Bell holding company because the people
in the Southeast are receptive to new services. I think that
speaks well of our marketing programs and it also speaks well of
the extensive deployment that we have made in BellSouth
Teleconmunications of new technologies like signalling system 7,
and it's paying off for us. |

BST's new CEQ, Duane Ackerman, is going to lay out for you our
vision of how the wireline network fits into the total BellSouth
value equation. And you'll notice that the BST piece of our value
gets smaller over time on a percentage basis, but significantly
bigger in absolute terms. I think that's the message.

When you leaye Orlando after this session, I hopeé you take one
overriding impression of BellSouth with you, and there's one word
that sums up what I'd like you to take with you and it sums up our
approach to growing this business. That word is "realistic". We
try consistently to be realists. Our growth strategies are rooted
in a very pragmatic view of héw competition and technology and:
regqulation will play out during-the rest of the decade.

)
Realistic because we work hard to understand -as a company what

7
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skills we have and what skills we don't have in responding to
market opportunities. And wheﬁ we find skills we don't have, we
try to move to £ill that void to bolster our software and systéms

integration skills. For example, last December we purchased

_ Scientific Software, a leader in the field of enabling platforms

that make communications networks link together. That acquisition
give us the kind of additional skills, the kind of additional tools
that we need to pull sophisticated services through both our
wireline and our wireless networks.

Realistic Dbecause we know we can't be all things to all
people, and we understand the necessity, absolute necessity, of
strategic alliances. Our partnerships with major companies like
Cable and Wireless, Dow Jones, Digital Equipment, McCaw, RAM all
have strategic value. We try to adbpt the attitude that we will
openly seek to learn from anyone who can help us serve our
customers better and we have no qualms about forming strategic
alliances.

Realistic because we understand the convergence of
technologies and we're continuing to learn what customers' needs
are in this unbelievably rapid change that is taking place in our
environmen;. I would bet that we probably have more wireless
interconnection and PCS market tgchnology trials going than anybody
does, and they're confirming for us that customers don't care about
how technology works, they justiwant functionality, ease of use,
service, quality, and they seem to be willing to pay for it at

t

prices that we think will spur market growth. And we continue to
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learn and seek to learn constantly. We're deploying fiber to the
curb for many of our new construction projects because it reduces
maintenance expense. And it makes all kinds of sense from a cosﬁ
standpoint. But that technology, too, is qemething that customers
really don't care about. It's transparent to them right now. It
will obviously bring more options to them in the future, and
customers are beginning to understand that and they're going to
demaﬁd those options over time and we plan to be very well
positioned to satisfy that demand.

Realistic because we are practical about where we can add
value. As we have demonstrated, keeping a level head makes us less
likely to overpay for deals or to chase rainbows that are outside
of our core competencies. Realistic because we matured politically
in this election year. We took on some very powerful opponents in
the Congressional battle over the Brooks Bill and we held them off.
We realize the fight is far from finished, and we're preparing for
1993. But we think that that‘battle clearly demonstrated how
important our industry is to the economy. And I'm glad that
BellSouth is continuing to be recognized as a leader in Washington-
-not only when it comes to fighting for our shareowners interest,
but also when it comes to doing what is right for the nation's
compeﬁitiﬁeneés;

Realistic because we are not whistling past the graveyard when
it comes to thinking about competition. We know that our
traditional business faces increasing competitive challenges all

L
along the line, but the more competition we face, the more freedom

FalAast?y TSRV RS



PR

$

[,

fg% 0G5

we expect to have in managing our own destiny. We know greater
latitude will not come overnight. On the contrary, we're going to
have to keep working long and hard to achieve this proverbial levei
playing field. But one of our great strgpgths has always been
developing win-win scenariés within the regulatory framework, and
I think our record of eight alternative regulation plans in our 9
states attests to that.

Another point I would like .9 make about competition ig we're
gaining experience now from th~ other side of the looking glass
throcugh Optus in Australia. We and our partners there are
aggressively going into the do: .in of an established carrier and
seeing what competition as an alternate provider is really all
about and learning how to go akb ut it. We're repatriating, if you
will, some of those important .essons from Australia back to the
United States where we're on :he receiving end of attacks from
alternate providers. We're _learning about satellites and
international communications. We're learning what competition
really comes down to and grlainly and simply it comes down to
customer choice. Optus is, in fact, the latin word for choice.
So we didn't come up with that name by accident in Australia. And
while on the subject of_competition, T need to comment that we find
it ironmic that AT&T proposes to buy its way into the local
telecommunications market place through its McCaw acquisition,
while at the same time they continue to object to our cellular
company providing any long distance services. ‘Because of the

disadvantages placed on our business by the Modified Final
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Judgment, we are required to file a waiver request with the
Department of Justice to provide. long distance serxvices or to
manufacture telephone equipment or a lot of other things. Neither
AT&T or McCaw face such restrictions, of course. We have had é
waiver pending before the DOJ for almost éuyear that would permit
us to provide long distance service through our cellular
operations. ATAT has raised strong protests to that waiver and now
we understand why. We don‘t object to AT&T pursuing their business
strategies as they see fit as long as we have the same options.
I think the real loser in all of this is the American public who
once again is denied the freedom of choice. AT&T's latest
multibillion dollar deal is final proof it seems to me that the MFJ

is an achronism in today's competitive communications market place.

The flip side of competition is a huge, growing, dynamic,
glocbal market place for information-based products and services.
BellSouth-believes that new opportunities will more than offset
revenue loss as we develop or acqguire new skills, as we continue
to pick the right partners, as. we achieve legal and regulatory
freedom, and as we keep ouf costs competitive by continually
refocusing and restructuring the business to respond to the market
place. | |

The moves that we announced Friday clearly underscore that
commitment. With a reduction of:8,000 in BST by 1996 we will have
streamlined our telephone operations by more than 26,000 since

divestiture, 25% or so. And by revamping our corporate staff to
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essentially create a financial holding company, a single financial
holding company, we will save money, improve the decision making
process and allow our business units to better concentrate 6‘n
customers. So we're not just talking about moving boxes around on
organization éharts. We're talking aJ:‘aout a real hard-core
determination to be more competitive and more efficient.

It's not just coincidence-th'at everyone seems to want in on
the action in the telecommunications industry. Illust‘._ratively, you
know and I know there's feeding frenzy for spectrum right now.
Just look at how many people followed our lead into mobile data.

When we announced our partnership with RAM Broadcasting, and the

- plan to construct a nationwide public mobile data network, our

investor relations staff tells me that many of you called and said,
what in the world is mobile data. Well, since then a lot of
private networks have suddenly gone public and several new
providers, including a consortium of all the other RBOCs have
declared their intention to compete and any number of manufacturers
are rapidly bringing.new devices to market. I think mobile data
is indicative of the tremendous growth  potential in
telecommunications not just in this country but around the globe,
and our strategy is to get our share of those markets.

And some of our best oppo;tunities lie outside t:he' United
States. I think our track record in the intermational arena is
very good. In Latin America and!Europe and the PacificVRim we have
shown we know how to earn licenses, we know how to build systems

and to operate them efficiently. And as the worldwide markets
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grow, they will present new opportunities for BellSouth to develop
and deliver products and services off of the core wire line and the
wireless networks that we are continuing to work so hard to buildl‘
Expanding global markets mean brand new opportunities at home and
overseas. S0, BellSouth 1992 is in only a émall percentage of the
opportunities that will exist in the year 2001, and BellSouth will
look very different in the year 2001. The :‘anrédible pace of
change in this industry, wh.ch you all follow daily, quite
naturally creates challenges for investors. We want you to
believe, we want our investor . to believe that BellSouth is an
aggressive, realistic competi: :r.

We believe we have a goo handle on the massive changes that
are happening in our world. Our business is growing and we're
doing the right things to kee:. it growinc over the long haul, and
we'll be among the major plav-:rs as the information age continues
to unfold and we want you to ve there with us.

I'm sure you've heard ir. connection with our announcement last
Friday that we chose to gr ahead and announce Harvey Holding's
retirement next August. Ma -be that struck you as a little strange
that we would announce that so early. We made the decision to do
that so that he could play a lead role unfettered, lead role, in
planning our transition to the new structure. And I would be
remiss at this moment if I did not comment about Harvey's
contributions- to this business. I won't see you for another two
Years so I want to do that this morning. It's not a timé or place

3 ‘ + - r) L]
to recite all of his contributions, but suffice it to say, and he
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hasn't finished contributing by any means, because he's going to

be handling this transition team and will continue his CFO duties

until August of '93. But the magnitude of what Harvey has brought

to this business is just magnificent, and we certainly want to

.

acknowledge at this conference and in fronﬁ of you how important
a role he has played in this c-rporation. So let me ask you to
join me in a little gesture ¢ appreciation for Harvey Holding
{applause) .

Well, I'd like to fespono ©0 your questions and the purpose
of the whole conference is to .spond to questions. Let's do that
at this point in time. I woul. urge you to with a mind to perhaps
looking at your agenda recogn ze that we've got a whole host of
speakers who are going to co- er specific subject matter as the
conference proceeds. To the e..zent that I think your questions is
going to be well developed by :ne of the .follow-on speakers, I may
put you off a little bit on @ealing with that question at this
point in time so as not to preempt their presentation to you. But
we'd be pleased to respond to any of youf questions, and it's not
me, it's we. The reason we are all wearing green shirts is to show
you that there are a lot of people here to participate in responses
to these questions, and as you askqthem, I would invite you to give
me the latitude to share the'response with some of my associates
here in the room so that we can give you the fullest answer that
we can. And, again, I thank you so much for your interest and
desire to come down here and spend some time dialoguing with us

and we want to try to provide you all the information that you need
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Who would like to start off with a
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Alrcraft Date Rinerary
Haw-N404CE 1/05/92 Atl-StL-Atl
Haw-N4Q4CE 1109192 Ad-Jac-Atl
Haw-N404CE 1110192 Atl-Was-Atl
Haw-N404CE 1/13/82 Atk Was-Atl
Fal-N4C4R 2103-05/92 At-NY-Bas-Att
Fal-N4D4R 28192 At-Lou-Atl
Fal-N404R anesn2 Atl-Jac-At
Fa:-N404R 320092 Atk-Cha-Atl
Fal-N4O4R 4/08/02 AthKis-BocR
Fal-N4Q4R 412/92 Ath-Jac-At
4125-27/92 Bir-Atl-Nat-Jac-Atl-Bir
Fal-N404R 6/%1/92 Ath-Ble-Atl
Fal-N40O4R S/1a/92 At-Cin-Owe-Atl
Fal-N404R 5121-22/92 At-Cin-NY-At!
Haw-N404CE 5120092 Atl-Blr-At
Cl-N40458 $/30/92 At-Brue-Ad
Fal-N404R 8/29/82 Ad-Orl
Fal-N4O4R 8122192 Orl-Ad
Fal-R404R 8/25/02 AthWas-Att
Fal-N4O4R 8/03/02 Atl-Lou-Ati
Fal:N404R B/26-27/92 AtkTam-Atl
Haw-N404CE 8/30/02 Atl-Mis-At
Fal-N40Q4R 9/15/82 Atl-Mia-At
Fal-N404R 10/06/02 Atl-Orl-Att
Fal-N404R 10/08-10/92 Atl-Law-Atl
FakN4Q4R - 1012/82 Ad-Cha-Atl
Fal-N404R 10/13-14/92 AtkDat-Atl
Fal-N4Q4R 10/19/92 Aﬂ-Tut-AtI
Fal-N4O4R 10127192 Atl-Bos-Ad
Haw-N404CE 10/29/92 AtkBow-Atl
Haw-N2058S 10/20-21/82 Bir-Tus-Jac-Tus-Ati-Bir
Fal-N4O4R 11/08-08/92 At-Or Atl-Orl-Ad-Ocl-Anl
Fal-N4O4R 11/12/82 Ath-Ric-Ad
Fal-N£04R 11/18/92 Ath-Was-Atl
Fal-fa04n o1V 20162 Atdac-SthAt
Haw-N404CE 12/08-07/92 Altl-W-Ad
12/08-00-92 Atl-Rano-Min-Atl

Haw-N404CE

634

1,008
248

738
1,458

248
440
N

mn

220
534
730
1,056
1,058
742
810
442
1,270
340

1.6814
424
1,028

2,168

808
220
1,102
220

3,787
32,878

BeltSeuth Corporation
Travatl ltinerary of John Clendenin
Company Owned Aircralt

Passangers

ClendenirdAlford

Clendenin

Clandanin/Breedlove
Clondenin/Wifa/Yarbrough
Clandenin/Holding/Humphries?
Balalock/Woll/Prasley

Clendenin
Clendenin/O'Banner/Flotcher/Willis
Clendenin

Clendardn

Clendanin
Clendenin/Wita/YoXkley/Wife
AllervWite/Holding/Wifs
Clendenin/McCoy/Alford/Skinner
Sessoma/Holding/Acerman/Gunter
Clendenin/Wife
Clendenin/Wife/Broedlove

Clendenin

Clandenin
Clendenin/Wife/Gunter/Wirfa
Williams/Wife/Skinner/Wife
ClendeniryWile/Patton/Wife
Willams/Wife/Skinner/Wifs
Clandenin

Clordenin
Clendenin/Braediove
Clendenin/Stavens
Clendenin/Breedlove/Willis
Clandenin

CledeninvWite

Clendenin

Clendanin
ClandeninvHolding/Drummerd
North/Markey

Clendarin
Clendenin/Comelius
CtandeninfAckerman/Meuldin
RederservY arbrough/Alford
Clendsnin/Holding/Drummend/Henery
Harrsll/CoelAckerman/Baker
Clandanin
ClandenirvHolding/Millar/M suldin
Clandenin/Willls
Clenderin/Wils/Holding/Wifs/
Ackarman/Wifs

Clendenin

s

Southern Belt

Docket Ne. §20280-TL

Exhiblt__{KHD-+1)
Scheduia 10

Page 1 of 2
Witness: Dismukes

Purposs of Trip
Attend RBOC CEO meeting

Talk to deposit guarantee national bank symposium
Attend President’s drug advisory mesting
Attand masating with congressional leadars

Speak to financlal community in both cities
Spask to the committes of foraign ralath

Attend education talk

Talk to NC/SC school business partnership confarsnce
Talk to Southereast slectrical sxchange

Vialt family of 1.8, Campbalt, Oiractor on BaliSouth Boad

Attend sharsholders eonference

Attend corperate officers forum
Speak at Wasleyan Cobege
Attend Kroget annual maeting of the Board;
Attond annual mtg of the committes of sconomic devalopment
Attend the umveiling of C F Ballay"s protrait
Attend ting with Uni ity of Georgia foundation
Attend ratirsment function for JP Labords;
Atterd BeltSouth BOD masting
Return from BOD meeting;
Raturn from retirsment functian for JP Labarde
Attand Naw Ameri hools devel
Spaak at Jeffernon County public school adeministrators ratrest
Attend Bay Scouts of Amarica top hands meeting
Survey turricane Andrew damage
Talk to National Alllance of Business
Talk at United States Talephone Association mesting
Attend maating of the business coundl
Attend Hollings Oncology BOD mesting
Attend National Boyacout BOD meeting

-
s’

Atterd fall officers conference
Spoak to Massachusetts lrwtitute of Technology
Talk at Weastern Xantucky Univaralty

Attend fall officers confarence

Attend BaliSouth Corp. financlal analyst seminar

Talk at Southeast Council of Foundation

Atterd logltlative masting

Attend function honering deceassd BoliSouth Director

Attend Kannedy Center honors function
Attend masting with Boy Scouts
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Adrcratt Date ftiner:
Fal-N404R 1/21-22093 Bir-Chi-Gre-Atl
Fal-N40O4R 1/23-24/93 AtkDak-At
Haw-N4O4CE 1728093 At-SavAtl
Fal-N4O4R 2/02/43 At-Dab-Top-Atl
Fa-N4O4R 2/03/93 At-Col-Atl
Haw-N404CE 211-12/93 At-WPB-Miz-Atl
Cit-N404SB 212393 Atl-Bir-Atl
KiH4048S 2/25/83 AtrAug-Att
Kin-N4048S 2/26/93 Atl-Aug-At
Fa-4045 2)26.2819% AthAug-Mai-Man-Ssa
Fal_-P_MOttR 3/01-04/83 Sao-Par-Bue-SarMal-Ftl- At
Haw-N404CE 311583 AtkCha-At]
Haw-N494CE 316883 AtHLou-Atl
Haw-N205BS 4/15/93 At-Was-At
Haw-N205BS 4115103 AtHBir-At
Cit-N404SE 4120199 AthRat-Atl
Fal-N404R 4/23-27193 At-Or-Jac-AthOrkMis-Jac
' Orl-Lou-Was-NY-Al
Haw-N404CE 4/24-268/03 At-Ori-Atl
Haw-N40ACE 4730163 AtHou-Lex
Haw-N404CE 5/02/83 Lex-Lot-Att
Haw-N404CE 5/05/193 AtH oAt
Haw-N404CE 5/08/93 AthJac-Atl
Fal-N404R’ 5/10/93 Ati-Ral-At|
Fal-N4O4R 5114793 Atl-PerrAtl
Fal-N4O4R S/18193 AtkStl-AY
Fal-N404R 5/20-22/03 Ath-Cin-Was-St-Nas-Atl
Fai-N404R 5/20/93 AthCha-At
Haw-N404EE 811493 AY-Orl-Att
Haw-HADACE B/1EIH3 AB-Col-At!
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4,493
742

N
k2
534
610
594
502
B40
1,672

442
722
178

19,435

BellSouth Corparation
Travel ttimerary of John Clandenin
Company Owned Alrcraft

FPassangers
Clandanin/Wifs

Clandsnin/wila

Calndenin

Clendonin

Clendenin

ClendeniryFamily Metmber/Howacd
Clandenin/Braediove

Clendanin

Clendanin
ClendaninyMcCoy/Cos/Carbonell

ClandeniryMeCoy/CoefHailes

Clendanin

Clondenin

Clendenin
ClandeninfAckerman/Wifa/Snelling/
Wife/Strohmayer/Wife/Boren
Clandenin

Clandanin/Wife/21 Other Passengars
Clendenin/Wifa/Ackerman/Wife/Oneill
McCoy/Wife .
ClandaninWife/PerazzifWife
Clendenlaswifa

Clendenin

Clendenin

Clendenin/Drummeond

Clendenin

Clendenin

Clendenin/Breediove

Clendanin
Clendenin
Clendenin/Bell

Source: Seuthern Bell Telaphane and Telegraph Campany, Resparme to OPC's Dacument Requent 580,
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Exhibit_ [KHD-1)
Schadule 10
Page 2 0f 2
Witness: Dizrmukea
Putpose of Trip
Attend Wachovia BOD meeting
Speak to Bay Scouts retiremant party
Speak to Boy Sceuts

Attond axacutive maating of Boy Scouts; Speak 16 Boy Scouts
Speak to Boy Scouts
Make spasch to CWA
Spesk to Boy Seouts
Attend meeting with regional Bell operating companies CEOs
Attend meating with regional Bell operating companies CEQs
Maat with partners and customers to
discuss future telacamemunications spportunities
Moet with partners and customers to
di futura tel ioath pportunities
Make speoch te Boy Scouts
Make spaach ta Bay Scouts
Return from meating at the Whits House
Attend T L Cloars retirament function

Attend maating at stats capitol with Gavernor

Attend shareholders meating????

Attend shareholders meeting

Return teoen making customer tontact

Attend shareholders mesting ;

Mest with Govarnor and attend breadband network function

Spaak at Tiger Bay mweting

Speak at St. Louis childrane summit

Attend Xroger Bastd meeting; Attend committas on sconemic
devalopment; Attend Boy Soouts of Amarica meeting;
Attend American Rod Cross Board meeting

Attend Hollings Oncology board meeting

Speak at Point of Lights conferance

Speak te Synovus financlal conferance
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; summary of Vouchers Witness: Dismukes
Voucher Respamablitty i Involce Payment
T o e e s L St B e Dats.
¥21502-8001 The Secretary-Ceneral 7462 HII400 23,737.10 Contributery shars In defraying international Telegraph =~ [T 7] [T
| 826028001 £
20092-7012 Juimas D. Crentell same 7321 CX0020 541 Meat with New York Stock Bxchangs spaciafiet and 1H14/92 1722/%2
203927012 226.1! Ilmlhnmlnd Soldman Sachs. Dlacussed
“'Whlimll’l‘lﬂt%:-ﬂsﬁ&ﬁ?f THEWING D ek S0 the reniplant o

bor & Marky e SRR o NIRRT, s ool £o
ha R, Campball 757.5 Wi11001 161,000.00 nomnmmnymmmummtmu.mlmummz

234937002 Reatrice B, Torrell

§0182-7018  Neil A. Thomas same 7310 H11IOM $2L.34 Atilants to New Orienme
50192-7018  Nell A. Thomas - same 731.0 H11001 130 Re: Praparstions for Board Mesting to be held §/22/92 and
S0182-7018  Nelt A. Thomaa i 7530 Hito 174.08 Anmwnsl umtnc to be Mld lﬂlﬂl In lmt Dﬂnm 8
Lo 208925012 LE, Alieh : iad §/97
: T T e Cartar Cantet It T TS R LIHAAET BT T 100 000 00T Iat GF E el vt iea b or et o b s T b et oria s 1oy S s — |
111“2‘004
...... : s e : o T ; : {5k
B0692:7002  Kincald Patterson e T30 HI1200  PNAGOT 1,143.08 ‘Athanta to tondoh 18z 232
80682.7002  Xincald Patterson SaiTe .0 H11200  PK4DO1 15  Ret Towttend advisory meeting of Causewsy Third Pund 7/2 and
S0691-7002  Xinld Patterson same 522 H11200 PH40O1 48,12 Small Company Pund 7/3
: BOSE2-002 Xincald Putterson ShiTHe 7822 H11200 PR40A 1764
L 80927007 Xincald Patterson same 7330 (72 ¥1]
90192-701%  Thotnes L. Ravey ine 732.0 H11210 PRAOOT §.72 Athanta to Baston B/24-25/92 2692
$0102-7018  Thomas L, Harvey ame 7330 R11210 PR4001 20733  Re: Te mest With State Street Bank to creats real sstate reporting package
$0192-701%  Thomas L. Harvey e 73,0 #1210 PRI00Y $16.40 forthe Pamsion Trust b
$2392-7023  Wiltlam Worsiey same 7320 R11210  PNADO1 38.51 Atlnts to WY, NY [T 71492
92392-7023  'Willlam Worsley ame 7350 KI1210 PRAOOT 11511 Re: To attend mesting with FX Concepts mat te attend annual investors
$23192-7023  Willlam Worshey ame 7310 HIM0  PR4OO A§3.44 confersnce with schroders InRye, NY
110392-7024 Thomas L Harvey aune 731.0 H31210  PN4OOA 3,026.50 Atlanta to Purls, France and London Xngiand 10/4-9/92 1072792
110392:7028 Thomes L. Harvey same 99.0 H11210  PNADO1 633 Re: Yo attend Advisory Board mestings of two Causeway Punds, sne -
110382-7024 Tnomas L Harvey ST 7320 K11210 PRAO 24.67 Schroder Pund and conduct due diligence on potential pension fund investment
2 'Y 218 1350 MII10_ | PR4OOT THLEL
.=~ 20582-7010 Deniss k. Cowell same 7324 H11220  PN4DO2 AL35 Orralts visis to kanket’s Trust, Les Angeles, 11622/92 2893
205827020 Danise B. Cowell sams 7350 W11220 PR4002 716.02  Hewlitt Associstes, Chicage, and
20592-7020 Denise K. Cowsll e 731.0 Hi1220 PRa002 3,008.95  tate Strest, Roston
$0892.7001  Maney L Gardrsr ST 7330 R11220 PNAOA 25780 Athnta to RBoston EM1-12192 s/20/02
£0852-7001  Nancy §. Cardner same 7310 N11220 PO 45886 Re: VBit State Street Bank to Discatus transition of Real Estate Custody :
€0892-7001  Mancy 5 Cardner same 7341 R11220  PNAOOT 41128 ;
11239027020  Sandea Oliver SaiT 731.0 H11220 rRaE2E S55.56 Atlanta to Paim Beach, FL 1VEN2 1147/02
112382-7020 Sandra Oliver Same B808.0 N{tI20 rFMNzis L0 Re: MationsBiank of Ceorgla Trust Seminar.
4112392-7020 Sandrs Oilver saine 7320 11220 PRz .78
5 SNTS 2120 #1220 10.90
206928017 HayAugoing Company, Ine. 7462 Hi1230 20,435.00 Charp tal Exec Retirment Plan-=Rabbl Trust Puneding sumh 773093
122892-6040 Acturisl Sclences Associetes 7462 HITI23O [ X ] Gemll!!lnﬂ services rin‘lroﬁ for the RAREI Trust 12/16/92

clenda L Carrls same Mest with lhmhcmrm Kanover lom Conversion
302027081 Glanda N. Carrle Saine 7340 H11H10 3276 of Shareholder Services and Stock Transfer Matters
30202-7031  Clanda N Garrie Same 2900 H11310 220
401828022 Clnda K, Carrle fre 7330 H11310 £32.44 Travel to New York, XY snd Jackeonville, FL 182392 1726/92
401028022 <Clanda L Gurrhe same 731.0 H11M10 117540 Tramfer Agent Conwersion Mestings
41452-7001  Jorry D, Cuthrie M. 2834 H11310 85,50 Travel to KY, NY Re: Meet with vew stock transler agent to discuss b LLEET #6192
41482-7001  Jotry D, Guthrie e 7330 H11310 $258 conversion. Travel to Jacksonvill, FL to mast with American
£1492-7001  Jerry D. Cuthrie ame 731.0 H11310 1,008.90 Trantech icont)
121792-7004 CGlenda N. Cartls [0 733.0 h11510 328.28 Athnta to Lea Angsles 11730-12/2/92 121392
-21792:7004  Clapda K, Carrla same 7510 h11310 1,006.47  Re: To vhit Roger's Binding & Malling Co. 30 potentinl enctaser, rnlﬂor of
4217927004 Tlanda I Carrls - same 752.0 h11510 14538 4843 proxy material to shareholders
121702-7004  Clondi K, Carris ames 7641 h11310 25.00
121792.7004 _Clenda K. Carrls A ] 13 E3.785
22492-7002  Beatrics D. Terrel same 7521 R11342 20,10 Prom Atianta to New York te o 2221082 /17m1
22492-7002  Baatrice b, Ferrell smne 733.0 H11312 540.62  discuss Bellsouth Stock -
22402-7002  Beatrice D, Torel same 7510 M11312 95.00 ’
same 3150 _H11312, 26,78
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Southsrn Eell
Docket No. 520260-TL
Wxhibi_ (KHO-1)
Belisouth Corporation m‘:::
Summary of Youchers : Witness: Disimukes
' Voucher . Responsbllity hvales Payment
A/§ Ko, Enployse Pald to: Accoypt Cods _Project Amoupt Description : Date pate
724027001  Paul#. BRilock sarie 7321 H11320 . © B1LE1 Atlanta to Chicago; Re: Mest with Chicago Einancial Com. “0-10/92 7152
724022001  Paul i Blalock same 733.0 H11320 865.74 chiage to Yoronto; Re: Mest with Toronte Financial Conm
724927001  Paul il Blalock same 731.8 H11320 1,610.548 Toronto to Detrol; Re: Maet with DetroRt Financial Comm WellSouth stock disarsaed at all mestings
72492-7001  Paul it Blalock =N 1.0 H11520 35.25 Atlanta to NY, NY; Re: Attendsd Donaidaon, Lufiin L Jenretts conference
22492.700% ___Paul B, Blalock sams 7322 _H11310 768,40 Detrolt do, o; Dls 1
S050240123 Letus Davelopment Corporation 786.1 H11400 cXo020 19,950.00 ROM Delivery, Yalue Lins
L §0393-9013 < [') 10.900.00 .
7342 H11a11 1.900.00 _RKeqistration Fes- Amella Singleterry-Cash Mangt Semiinar 13092 1311
$0392-8012 Lotus Development Corporation 73181 H11A3 28,875.00 Addftianal install, Compustat, Dally Stocks, Slectronic Updates,
120702-7004 James 0. Crentell ame 7330 H11423 43330 Athnta te Rew York 111892 12
120792-7004 James D. Granfell _ine 7310 H11423 7E0.AG  Re: Mast with NYSE and numerous | banks to di Stock Spechilh
T 120702-2004  Jaimes D. Crontell aame B89%.0 H11413 2038
> same 2320 H11423 238,60
$1692-7002  Michas| Coulombe ame 7711 K143 22,00 Athanta te New York and Athants to acksenviiie Wi iz
51692-7002 Mikiwal Coulombe sme 735.0 H113M1 778.67 Re: Transfer Agent Conversion Mestings
515927002  Michasl Coulombe -me 7310 Ht14¥1 83
708827002  Jonathan keeder me 7821 K143 CXOO0S 10534 Atlanta to D.C.; ke Attend FIC Confersnce & : /492702 2 %
70882-7002  Johathan kesder “>me TIR0 N11431 CXoo0s 430.E7 Atlnts to Phitadeiphia, PA; Re: To ressarch & Fed PAC System
70882-7002  Jonxthan Resder mine 731.0 Hi14¥1 CX0008 1.43038 .
018928064 Up & Running, ine. 7342 H11431 850.00 PC training for the Secretary/Treasury Department 52 /182 -
1012927009 Carol A. Toler same 732.0 HI14¥1 £8.67 Atlants to Rochaster, NY 922-21/92 TO/8/92
101292-7009 Cnrol A. Toler S 735.0 H11431 110.3% Ko VERt Esstman Kodak for cher QAT b king
101292-7008 Carol A. Yoler Same 7510 B4z %1 .
1120928078 DG Incorporatad 73422 HI1851 3.084.00 Tralning Sarvices of Mntro to LAN for Treasury Dept . 11/6/92 111%2
121792:7077 Michas| Coulombe e 7330 H3143 210.6% PFost conversion mesting with the ether KNC 12/7-8182 1271w
g o same 27310 H11431 705,00 )
§0592-8023 Peachtres Exscutive Confersnce J34.2 H13050 §,012.03 Strategic Planning Conference-Relisouth 1r27/92 272892
305028013 A

] Sponacr summer Internship positions for two 0392 = 1/
732.0 H1X100 150.06 Atlanta to Madlon, WE Madlsan to Boston (Eoonomy Caas) #20-25/92 /2%/92
642,30 Yo Attend Fall Seminar-MARUC Sub-committes; RHC Mtgn-ix. Repting

1006927012 1. Michae] Hostinaky
100602-7012 ). Michael Hostlnaky
100643-7012 ). Michasl Hostinaky
1006927012 L Michasl Hostinaky

21282-7048

mt

[ e 732.1 K13130 34,00 Atlhanta to Chicage . . SHE-18/92 mnm
70992-7008  Paul 7, Alflson same 7330 W30 43388 Re: To attend USTA mesting on Form M. o
709027006  Paul 7. Alllson SN 731.0 MiFl0 FELYE . ) )
100192-7016  Karen W. McOanlel same 732.0 Ki%130 SLEE Athnts to $t. Lolus 0212492 »In/e2
116928028 742 Ri1e0 35,000.00 2nd inst-Execirtive Compensation Accounting Precess
1:”5‘“, . 1 b . i D 5 . 1 d
101992-7008

101992-700%
101952-7003
- 101992-7003
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Southern Belf
Docket No. #210260-TL
ExXhBIt_ (KHD-1)
Schedule 11
EslfSouth Corporation PageZof s
Summary of Vouchsrs Witness: Dlsmukes
VYoucher Responsibitity
- __Pdte; eou 8 —_Desgiotion e reyment
121792-7013  CIA Erastieid M 7520 H1E100 Atlanta ta Baton Rougs; Es: Mesting of Intangihies Tax Coalltion @ LABI 1272402 1274/92
1217017013 T Eraafleid ame 7310 H15100 Atianta to Ashvitle; Re: Mesting of SEATA. Industry Advisory Council
121782-7013  CAR. Srasrisid 2ame 7310 H1E100 .
§0592-7019  Adele M. Shepherd ame 7311 16140 Attend USTA Anmual State ane Locst Tax Conference ln Chicago 1227192 §M1/92
C0501-7018  Adels M. Shepherd aune . 7310 H15110 &
€0592-7019  Adsle H. Shepherd samé 731.0 H15110 Superviss prooess of chtaining State wf Alsbama records for Iitiontion
SO5E1- 738 same 7414 HIBit0 n Mentgomery, AL
e Samy 1523 . o

10502-7021
20562-7021
205027021

111992-7006
111892-7008

| 111992.006 carolPhiines__
— somgon

2107
7311 H15130
735.0 HiG1%0

HAE320
MI0 WIS
400 HoSYTA

T11802-701%
- 111892-7011

1220029001
1229928004
1228924001
1220028091
1220028001

Kobert L. Salley
Robert L Babey

" Penchires Executive Conference Ctr

Poncirtres ixecutlve Conference Ctr
Peachtres Executive Conference Oty

101202-701%
101202-7028
1012027028
101292-7028

100792-7007
100792-7002
T 91082-7008
1083-7008
+1002-3008
70982-7001
.1 ToeR2-7001
. 70992-7001

1007827007 V.B. Juryls

Alin Loucher
Akin Loucher
Alin Losichaz
ARjn Louchez

L] 2,
731.0 HIisoo
7330 H1zBO0

rPs2777
rS77?

e

133.65 From Atlants to New Orieans ¢o search for saies
M.20

'md uss tax refunds .
%2133 ]

SRR

150.07 Atlants to

TOE.04 Re! To xttend TMS training at Price Waterhouse
e e 74681
. J18.800.00  1oh s fabase siibscy
YO ‘4qint USTA DAMP conference 1173601 11/10/92

32,9,

HEAM o ROEE e
$500.00 ConsuMing Serv:ces for Scenario Phanning Seminar

741.1 Hz3500
M2

732.0 H23020 154231 Mosting Betwusn Corporate Pianning and Mnancil for training of 12/18/92
7150 M23020 0,737.20 Scenarie planning- .
751.0 M23010 11287 . -
7111 HI3020 5040 ?
720 HI020 122,50 ’
1809501
732.0 HI3500 105.00 Ath to [ ¥ Class) 2/9-0/17/42 L&l 't -
733.0 H2IE00 G385 Re: Mooting with Jonathan Eyrnes, Consultant Concerning the telecommunications Industry viston
7310 H13500 1271.70 Atlant to D.C. (Fconoimy Class)

100.02
735.00

Re: Attend Competition In the Local Rxchange tonfersnce

2
V.E Jarvie
VAL Jarvie

o

Bubert A. Austin
Fubert A Austin
Tubert A. Austin
Famefa Davis
PFamela Davis
Pamets Davis

S - 2 B

1044 Athants to Plcxtaway, 1} (EFconomy Class) i 161802 978/92
7550 Ra1000 212.60 Re: Trip to prepare for and attend post sudit review mesting for the.
731.0_HA1000 08,78 £o =
T31.0 H41030 €Xooz0 19463 Atlenta to Jackson, MS; Re: RDCAKOC Internal Audit Fleidwork : 238727192 yary:
7RO HATOID CX0O20 TET.58 Jeckson to New Orleans; Re: Hurriane Andrew Assletance
731.0  HEORO TXooza 75285 Now Orieans to Jackson; Re: Resume Audit
751 H81033 206.48 Rerminghaen to Atlanta 113/ mm
731.0 Ha1032 1LIBLTE Rei Yo attend audit otits training ciass in Attanta
$90.0_WAJONS LY "I .
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Southern Rell
Docket No. $20260-T1,
Echibit__ 0D-1)
Schedule 11
BellSouth Corporation L Pagedofs
‘ Summary of Youchers Withess: Dlsmukes
Vouchsr Reaponshility Involce Payment
| LE Mo, Smpioves Pald to; Accoupt Amount m.ﬂm Date pate
519928073 xecutiyve Kxpeditions - 47192 5/6/92
403028044 Target Tralning Technolagies 7452 HE2040 5,187.00 lxuvathn vldmwlslom nr use In the eorpont. m O¥fice 1992 a3
100682-0002 - Hewit & Hewitt 7882 HF2040 E¥1.44 Micelisnsous charges for Corrosives Video, Toxic Video and kritants Video wikme2
100£02-8002 Hewitt & Howitt 7480 HEI0AC 131245 for the Corpornte Safety Office,
100692-9002 Howritt & Hewitt 768.0 HE2040 15 ,300.00
100692-8002 Howltt & Hewitt 7860 H52040 16,500.00
1006929002 Hewitt & Hewitt 748.0 HE2040 23,047.07
1221928026 Florids lnetitue of Technology 750.0 HE2040 69.980.00 Fupding for development of MIHE, 3n atternative fus! produced from used telephone books 1218/92
1228925034 748,
42082-8000 Strategic Compensation Assac, 7853 R53G10 €0,000.00 &th Itvolce for Compansation Strategy Project for Executive ummwnnm%_—’u%
29929003 The Alexnncer GCroup Inc. 7482 MEIO1O 35,202.48 Consulting fees for Sales Compensation Project §2 s
£29893-0003 The Alexanter Croup Inc 74832 HEIO1O B18.19 .
9260180587 Strataglo Compansation Assac 7461 HSIDN0 €0,000.00 12th i forcam, wt) nmm Project for ICM CGroup : I31/92 217
1006037-3008 7 STT.25 Ired Con or use by Compengatic T /3092 (Y73 0z]
13092-7004 Kality, Goldstiith, & Co. 748.8 HSRO20 200,000.00 mmltlm-rﬂmmm mm 121171 1720/92
474620012 Kelity, Goldsmith &L Company 7458 HS3020 25,827.52 Consultant’s expanses In connection with tralning programs ae outlined 422/92 42292
£2402-0012 Kslity, Coldamith & Company TARE HS3020 20,682.45 in ctract JESM-0125-C between BeltSouth Corp & KCB
1210928072 Exscutive Bxpeditions 7310 H53IO20 4235.60 Comsuiting Services for outdoor modules of the Principal Programs 1211892 142
121792-7003 L. Scott Boston aine 7320 HS3I020 24.53 Atmnta to Minneapolis; Ke: Work with vendor on Deslgn of new BSL] course, 14/22-12/4/92 12892
121792-J08% ). Soott Boston shine 73L0 HEZ020 195.2¢  The Emerging Pecpie Manager.
121782-7003 L Scott Boston AniTe 73.0 HEXOIO 4,307.02 Athatta to Mlaml; Re! Yo open and cbserve BSL] 2thics Tralning .
1224923008 Personnel Daclslon, Ine 7462 REIO20 270,000.00 Consulting Services and matsrisis for Bmerping Peopls Manager propram 12/1492 1211792
122002-3011 Chrion Group, Ine. 7451 HsIO20 26,000.00 Comltlnu & Video services for the “New Manege Orlentation® a1 121112
1230928048 Houss, ine 48.2 HEINIO 12,183 ixcelient 13/23/92 12/29/%2
814828016 KR, ino 7462 HSIO30 PN1TTO 1.2@.00 Conﬂlllnﬂ Sarvices for lM mmm Skills Asssssment mm L 1LY ] w7z
110092-8070 - Resouro ' JaY0 lded to s
122892-8098 1218092

bd rs
1217927008
121702-7096
o 1]
214927001
21492.7001"
21492-7001
so7e2-3021
50792-7021
sa7e2-y021
507927024
70682-7007

121792-7108
408
72292-7007
722827007
T12202-7007
72202-7007
102992-7009
102992-7000
102092-7000
102802-7009
102992-7008
111992-7002
111992-7002
111992-7002
111992-7002

1217037408

| . .111992:7007 Romaid A Finch

28.00
§37.08

i o P RIS Yn [N g A
Atiants to New York; To Benafit Adminlstration Mmhﬂfomn - THIsine2 NI
New York to D.C.; Re: Attsnd AFPWF Mesing .

592,60
10798
17503
1,111.97
5854
442,04
172120
.00
21.08

Met with PPOs and Attend Masting of NARCHA in Pt. 1-10-2/4/92 T2
Laderdsls. Also met with PPO Providers in Shreveport
and Now Octoans S
Atlants to Fhosnix, AZ . A12882 wam
Re: Meat with PCS to discuss prescription drug benafit plan hmu L
Atlants to Oriando/Ft. {suderdale
Re: oot with PPO hospitats & CWA Jocal Pres. to discuss FPO ksues

Atlanta to Baltimors, MO $r13-26/92 3092

ey

21380 Re: To conduct opsrational review and discuss other bun
73338 relating te the Vision Fro
A S4.78

Lsam: 7310 mn_ﬁumz_
sn-m l. anmun e 7300 HEs20 41,76 Atlanta to Sait Lake City 2/1-4/92 1292592
sharyt B. Chapman e . 733.0 HEsO20 261.42 Re: To conduct operational review of service L retirement award

731.0 NS00 L] D
Ronald A. Finch same 710 HSSOSO 487.87 Atlanta to D.C., and Atlanta to New Orisans
Ronaid A Flnch Same 731.0 HS®OSQ 1,068.24 Re: Moot with staff at APA retarding BsllSouth PPO. In Rew Orieans to make pressntation
Renald A. Finch same 7322 NS0S50 10518 to Pres. staff re: Phynichn PPO. .
Ronald A. Finch same 732.2 ME8050 202.67 (This I abo for pioyss nches) R
Romald A, Finch - snme 732.0 HSHOSG 31585 Athnta to Ft. Lauderdals; Re: Onsite vieits to area facliities to lﬂolﬂl »o. ... WIoMen 10720/92
Ronald A, Finely satre 735.0 . HI9OSQ 495,51 Atianta te Taftahasses; RKe: mmmmtmmnmum :
Romaid A Fincls ame 7510 HEMOSO 145551 Tallnhasses to Orlando; Re; Onsite visits @ I feciiies for FPO 3 :
Ronaid A, Finch same 744.7. HSBOSO §5.00 o : s
Korald A. Finch same 7380 HESOSO s.00 S o e g
Rohald A. Flnch Same 7520 HS9O50 230.55 Atlanta to Talishsayes to Orfands . 1W0Rrvam  11M1am
Ronald A. Finch same 753.0 HSMO50 &49.48 Re: mummunmumannummmmunmmu P
Ronakd A. Finch same 7516 HEwoS0 1523504 Conduct snsite visits In Criando
Ronsid A. Finch same 7847 HSSO0SQ §6.00 At!ll!h to D.C,

same 210.0 {39050 - B
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Southern Beil
Docket No. 920260-TL
Exhisit__ (0HD-1)
Scheduls 11
RslSouth Corporatian PageBofe
summary of Vouchars Witness: DlsmuXes
Voucher Responsihiity Invelcs Payment
S 1N Employse Paldto: C Description
EO&92-7004  Nancy Devries 732.1 HE®s0§1 197.41 Atlanta to Sesttis, WA; Re: Microsoft's “Programming In Microsoft &= &E-10/02 &80
504927008  Mancy Devries 7330 KHEROS1 298,70
E0492-7008 MNancy Devrhs 731.0 HESOG1 1,050.91
_ 11927001 Cynthle Cunninghem 7521 5081 TE27 Atianta to Santa ¥e, M By s
L™ §1192:7001 Cynthia Cunningham 753.0 HES081 18720 Re: Mechanized Testing presentation
5119027003 Cynthia Sunnlngtwim 731.0 HEe081 1,084.59

Athanta to San Fr {oo OF ¥ Ciass)
Re: Mr. and Mirs, Rarflekr's attendance at the American Bar Sart )

Atants to Faim Zasch, IL; Re: Attend BsliSoyth Legal Confersnoe

Atiant to .6 Re: Mesting with outslde counse) Re; Report on Regulstory
¢ ii:i.-“ e o R .w.:,;

04792-7004 A ; 4
103092-7017 e It 10252602 10/27/92
103092-7027 Wiltlam B. Rurtleld ame 162.85  Ra: Meeting on FCC rules for Intersxchange Services
1030827027 SMme, oo - .
33 §2792-7028 Same T15.00 ArEnGE o WilWiaborg, VA T enEave Loalh ]

E2792-702% M. Robert Sutheriand e 7338 HE11ED EGA.99 Ke: To attend Federal Communications Bar A xtion Annual seml
$2792-7029 ML Robart Sutheriend L] 731.0 HE1160 40525
E2781-7020 M. Robert Sutheriand ume 7342 we1150 180.0u
§2792:7028 M. Robert Sutheriand sama 730.0 MET150 500.15
E2792-702% M. Robert Sutheriand ame 298.0 HE1150 215
527921-7029 WL Robert Sutheriand ame 7122 He1180 30.00
#1192-7008 M. Robert Sutheriand e 7330 Ms11EQ 4500 A to fan Prancisco (B ¥ Class) 871292 Vs
£1192-7008 AL Kobert Sutharand SMNe 733.0 me1i80 SO5.68  Ra: Mr. and Mrs, Sutherland's attendance at the American Bar Asseclation mesting
91182:7009 M. Robert Sutherimnd SN 731.0 Hét180 &44.2¢
#1192-7609 M. Robert Sutherbnd same 73422 HE1150 395.00

“81182-7008 M Robert Sutheriand " Shine 7300 He11E8 836.3¢

- 289, LR
10139218040 Law Audit Services TA5.1 HE11T0 " 3,20000  Copt CONTIOT SNUNA Prsented st BOITSSUTE LHAI Cotiforonce MPAM RGN, FE ~~ 1o1m2
101392.8048 Law Audlt Services 731.0 HE1170 702.00 5
103192-7007  Judy M. Sterner same 7350 HE1170 27328 Athnta to Philadelphla 10141812 10727192
103492-7007  Judy M. Sterner aame 731.0 HE1tY0 121212 Re; Attend Assoclation of Lagal Administrator's Corporate/Coverment Confersnce
1031027007  Judy IL Sterter sume T41.11 HE1170 53.00
103193-7007  Judy K. Sterner ST 737.!3 L2t B4.00
103192-7007 Judy ML sume 5.0 He1170 58379
103182-7007 Judy M. Sterner samie 732.0 HE1170 17833
103492-7007  Judy ML Sterner same 744,12 s 33
L 101102-7007 Jugy M, Stermvir Hhine 734.22_He1170 100 :

12492-7005  Kelth W, Kechier 2ame 7321 H61200 2431 Attend Equal Employment Advisory Councll

- 12492-7005  Kelth W. Kochler ame 7130 HE1200 18445 Seminar In Washington, DG « Alrfere
124827005  Kelth W. Kochler ;e 731.0 461200 40237 and Bxpsnses o B 2 g 5
102792-7002 Melth W. Kochiler E ] T30 HET200 3475 Atlanta to Miamd . G, g . 1Mo 10721192
102792-7002 Kelth W. Xochler st TI0.0 HE1200 75,13 Re: Mearing In Sarduy Cus e 3

Ith W, Kachlar 1.0 HE1200 s5008 -




Southarn Bell
Dockat No. $20260-TL
Ehibk_ (KHD-1)
oS 8 Schedule 11
BeltSouth Corporation rFage S of 9
Summary of Vouchers ‘Witness: Dismukes

80402-7002  Mark D. Hallenbeck B 7311 HE1300 287,63 Athanta te D.C. $/17-19/92 262
20492-7002  Mark D. Hallenbeck same 7350 HE1300 230,60  Ra: Adminkstrative Matters

#0402-7002  Mark D. Hallenbeck ame 731.0 HE1300 $31.7G Thh voucher also 1! | N .

304927002  Mark 0. Hallenbeck same 7322 H&1300 19%.10

03028067 € 735.0 HE1400 41800 _ATlnta T Rouston S 12-15/92 S1792
$0397-8067 731.0 HE1400 €43.00 Re: To d Joan Corp clation mid-year .
7324 He1400 nn -Mtoanlofbhnoﬂmnlnw. 2

S0IN2-B06T

: 2110 Ty :
2
$1502-777 735.0 HE1400 148,19 Atlants to Washington, D.C. p1S-19/82 (7T
$1502:7017 7519 He1400 £53.62 Re: Attend a cohfersnos with reglonsl holding companies rezsaction 150
16027017 7321 HE1400 38.00
$1502:707 95.0 HE1400 §0.00
£2683-7027 7350 HET400 BS2.4% Athnta to New York, NY $Mo-12/92 52292
§2692-7027 735.0 HE1800 73050 Re: To sttend a seminor on SWAPS and other Derivatives In 1952
526027027 73421 HE1400 295.00
26027027 7321 He1400 (14 T B -
1002927002 752.0' T HOAS00 I0.08 AtlantatoD.C. SUE T 20312 72402
100292-7002 7330 HE1X00 21348 Re: mummnm-cwmclmmmmmmnn» e 20
100282-7002 1.0 He1400 643.75  Securithes Dxchange Commission s
1002927002 7380 HE1A00 105,00 3 )
1002027002 730.0 HE1400 145.00
112302-7031 ¢+ TERLO HE1400 86528 Atlanta to New Orjeans 119142
412392-7031 7310 He1400 $25.65  Re: Amercian Corporsts Counsel Assochtions’ annusl mesting
112392.7051 730.0 WE1400 p: LK1 | ;
112392-7031 732.0 WE1400 24 I
o $99.0 ¥61400 5823 T SIS .
F. SOTH2-000% 7451 -Helio A - e
-’1,,, 807928000, 748.1_He1410 .
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Exhih_ (K40-1}
Schedule 11
- Page Jof 9
Witnesa: Dismukes

E1192.8031 Magundls 7322 HMO3O 15,450.84 mmmmmmm-u-mmomu Ittln“nmlllmiu - &r18/92 L4 7L
701928040 Atlanta Country Club 738.0 HOa030 <X1892 165,370.58 Payment for food, beverspe, cart rentals and uniforma in connection 32 - 23m

701028080 Atlants Country Cub 74531 HEA0I0  CX1992 $A58.00  with the ReliSouth Chassie,
T0192-8040 i t ; . 141,79
2

B0S:

RO702-8005 E Kality, Coldamith & Company T2 HS4310 2040517 Leadership ll'ntntnc mu'lmn Mld ln A-!nvm-, . [ I 112
0792005 8 . Kelity, Coldemith & Company 732 NM110 20,380.35 ’

$1492-0007 Maryiott Corporation . 732.0 Hedt10 15,107.98  Fond and Beverags Ixpense for confersnce d Icipath 812192
§1492.9007 Marriott Corporation 7IL0 HMAEIH 15, 504.84 In the July 26-28 RellScuth -rmxmm h ] unmm . h

$1492-8007 Marriott Corporation 7.0 HeA110 2200000

$1493-8007 _ MarvicttCorvoration . 7520 H#4110 bt 7% 3] i

§1692-7018 Don O, Relchardt ome 732.1 Hes000 1537 Athina co Loubvifie, XY o BM12-5192 /2
$1582:7018  Pon &, Relchardt o % 7330 HAE00Q 20048 Ke: Attend Market-Driven Revenus Commlttes Mesting o a5 °

§1602.7018  Don G. Relchardt - samne . 731.0 HI5000 S20.80 Athunta to New York

$1882-701%  Don G. Relchardt [ ] ’ 7312 WIS000 . 1322  Re: Attend Corp. 0 Mesting/Lippincott & Marguliles

§1§92- ot same 7480 HIE000 3104 : :

203028004 Southern Bell 761.0 HADOOD 10,866.668 Employes Teleph - ton, Januscy 1592 : T L) 1730/92
52402-8000 Southern Seit T61.0 HAOOOCO 41,067.9% nploy 1 € lon, May 1992 R o ® . Biarsz 5212
21792-8029 Southern Bell . 731.0 HADDOO 48,63 Amplayes Telaph © lon, July & A 1 ’ T amum w242
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Southern Bell
Docket No. 820260-TL
Exhibit__(KHD-1)

Schedule 12
Page 1 of 2
Southern Bell Telephone and Telegraph Company Witness: Dismukes
Summary of Other Regulatory Adjustments
M,

. \ Amount
1993 Allocatlon to BST $4,186,000
Florida Intrastate Percent 18.30%
Florida Intrastate Allocation $766,038
Company Adjustment--1991 $501,000
1993 Gross-up Factor 1.1024
1993 Florida intrastate Adjustment $552,315
Adjustment to Disallow Advertising . {8213.723)
BSC Corporats a
1993 Allocat:on t0 BST $4,237,309(2)
Florida Intrastate Percent 18.30%
Florida Intrastate Allocation $775,428
Company Adjustment Contributions--1991 $244,000
1993 Gross-up Factor 1.1024
1993 Florida Intrastate Adjustment $268,992
Adjustment to Disallow Corporate Affairs . ($506,436)
19983 Allocation to BST $967,012
1992 VP Public Relations $431,311
Total Public Relations $1,398,823
Florida Intrastate Percent 18.30%
Florida Intrastate Allocation $255,985
Adjustment to Disallow Public Relations __ (%$255,988)

{1) Includes corporate, educational, external affairs and executive support.

{2} May include Golf Classic expenses which the Company has already removed.
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Southern Bell
Docket No. 820260-TL
Exhibit__{KHD-1}

Schedule 12
Page 2 of 2
Southern Bell Telephone and Telegraph Company Witness: Dismukes
Summary of Other Regulatory Adjustments

1992 Allocation to BST $2,741,064
Florida Intrastate Percent 18.30%
Adjustment to Disallow Anti-trust/MFJ Legal e $501,615)
BSC Sponsorships through August 1993 $116,697
Eight Months 8
Monthly Expenditure $14,687
Twelve Months 12
Annual 1993 Expense $175,046
Florida Intrastate Percent 19.50%
Florida Intrastate Allocation $34,134
Adjustment to Disallow BSC Sponsorships {$34,134)

— (356,381}

ficore: N 3

Bellcore 1992 Memberships $1,742,200
1993 Gross-up Factor : 1.0512
Belicore 1993 Memberships 51,831,423
Bellcore 1992 Disallowance $1,602,375
1993 Gross-up Factor 1.0512
Bellcore 1993 Disallowance $1,684,437
Florida Intrastate Percent 2.54%
Florida Intrastate Allocation $42,717
Adjustment to Disallow Bellcore Memberships ($42,717)
Total Other Regulatory Adjustments —($1,610,990)

Source: Southern Bell Telephone and Telegraph Company, Response to OPC’s Document Request
591, 592, and 595; and OPC’s Interrogatories 671, 1037, 1061, 1071, 1083, 1084, and 12689,
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The ability to do more
than ane thing well isalien
the difference between
competence el exeellence,
In the case of Winston
Churchill, it was the
ditlerence between
excellence and
birilliance.
Asawar
corresponlent,
e wen renown
for his azurage,

©

vom~

escaping from 3 Boer prison camp in
Soutly Africa awl crossing 30X miiles
ol enemy territory. As an outspoken
Cabinet Minister, he championed
the devciopment of the military tank,

As » historian, he won
the firs Nobel prize for
Literature vver ssvarched for
e i et guden
word e wesl oo
ey T 1 0tt,

As o peditele
|X‘l:.\‘(llli|'i('t] the sill ol a

nation, leading Britain

ter Dy linest howr,

Aabiie Contpaenivationy

Advertising Services

L
| Hewrote 56 books,won the Nobel prize,and oy 57
saved his country: Not bad foran amateur painter.

integrateed solutions to
2 sumrisfng variety of
problems.

il Senior industry
exccutives namest BellSouth the most
almired telecommunications company
in America lor the past

Andl at bis truest love — painting —
his talent surprised the critics and his
landscapes were hung in

o HEES HOW THE COMPRATE OF .
the prestigious Reyal sLsount eI A em© | three vears in an annusl
| ¢ O MULTHLOCATION RANTS ’ .
Academy of Asts. Pombped s ewh vregment v vilring Fortune magazine survey.
Yt it wesen't any one | rdk sdoenamed apotdy Which means il you're

0wl e pawion, mphmeriartn o
L Pt u-,cr}--nul
ke Brry groviv bk beariors,
. ,a.As."J-i-‘fnmanb

OF el
ol them bmught together,

IS

looking at your own
business and personal
communications neetls,

the stull' of which legenels the companics ol

o0 irdbeared vt beviey.
are bom, . :“'"‘":"ﬂ“ RellSouth may be just
- (W L §4 WJi nnqmlﬂhw o -
And il you unlerstandd | i bebigerenediiparenmeiyheme the kine ol partner

how that combination of
truly rennarkable talents can lead to
excellence, you'll understand the vision
ol BellSouth.

Individually, the companies of
BelSouth are counted amang the bese
i~ their fizld. And when brought

you'ne looking for.
Alter all, whin f 2
you can surround
a problem with
remarkable
tafent, successliul
salutions can't be

RN R T -

‘cpether to heln yan, they 23 provide far away.
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Take away his writing, his philosophy,and Ralog 7
his musicand he was justanother

country doctor. In his case, awhole country:

Senior incdustry exceutives
named BellSouth the most admired
telecommunications company

Adil up the parts

lile and you'd think
A YOu were talking
4 about anarmy
7 ol men.
™) “a,  AsaProtestant
~ A0 l«? theologian, he saw
j “F medicine as one
way te revere lile,
So he studicd medicine
antd went 1o work in French
tquatorial Alrica.
Asaclassically tained orpanist
renowhed lorhisinterpretations
~ ofY].S. Back, be raised money
lor his hospital by griving
cancerts,

Ax a philosopher and
writer he was renowned
for his prodigious work, .
The Philosaphy of Civilisation,

LA

ol Albert Schaweitzer's

PR
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ey

and used the royalties to purchase
mcdical supplics.
Aad alter winning the Nobel

Peace Prize in 1952, he NIRES HOW THECOMPAMD
ko) | OF SELLSOATTH INTECRATED MANT
tOOK 1he 2WarG MONCY | orrianvt TALINTS TOHEL? OnEOF
ane built a village for, | TtTOMPIUARCETRICILES
o Drvgred mimm o s hor ot -
leprosy patients. e S e e i
l ): ' o ogrut vidovtom, =
IF you understanil .
. ) Arreperd ndor @ plovt swveval dhewrand -
how that combination | wtpee s o wres deeghes & U8
’ PRI IS s lophmered ¥
. LRI 1L ,‘*"’"!":‘::""- ...':.n-!.;
joined to werie une
preater purposc, you'll oyl b ot e = 4
understand the vision Urhoed o somenamoonms = vy webeed
. e Ao e W WA
of BellSouth, ettt s

A

Inclividually, the companies of
BellSouth are counted among
+ thebest in their field, And

),-,"-": when brought topether tohelp — remarkable
you, they can pmvidc imcgraml talent,
solutions to a surprising successiul

variety ol telecommunications and

inlerination problems, be far away.

Alter 1 when
you can surrountl
a prablem with

solutions can't )

in America for the pase
three years in an annual
Fortune magazine survey.
Which means if you're
looking st your own
business or personal
communications neetls,
the companics ol
BellSouth may be just
the kind of partner
you're Jooking for.
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- She became the firstwoman aviator to cross
1e Atlantic,an author, entrepreneur and nurse.
ustwhat you

' ome tay things can’t be dane. Others do
) theém, proving that with the right

nhination ol bravada and talent, there™s no

ing what you can accomplish.
Nicknamed*Lady Lindy." Amella Eachart
s not only the first woman to fly solo across
Atlantic, she held women's speed
I distance records that eamed her place
he first woman to receive the
tinguished Flying Cross,
Asa nurse during World
¢ I Eachart developed an
ly cancern for her lellow man i
“ \an that helped her champion

_.. human rights around the

~ ™" world. Her memorable
h accomplishments in the
it moved hertopen
.\\‘\ '_,,) three bestselling boaks,
" J L She served
o

" as aviatlon editor for

)

' mmapelitan, She designed
Fmarketed 4 Fine of tugpage and

3 =
{a‘\ ‘}-
AR ]
cevnmuniceaiions

(9

),

founded two successful airlines. An admired
post, she Inspired two popular songs and
even a foxtrot

40, e

Y J ¥ .
Information Services  * | Mubile Cammunications

'

aptly called

d expect fromafashion designer.

Mg rnnd FEN B B 2 A
L
thc E]fh.‘ﬂ }‘!OP' \“' ' )
Her adventurous

Tifestyle so enthealied the American people that
'she ereated Fashions for top department stores

In fact, for the 1ast three years :
in an annual Forrune magazine survey,

like Macy's and Marshall Ficlds
HERES HOW BRELLSOUTH
Ifyou undervtand how | DNTRGRATED MANY DUFFERENT
. TALENTS 1O HELF THE
Amelﬂ Ell‘h‘n Comb'ncd MEALTII CARE INOUSTRY MEET
many talents In her pursuit of | TS COMMUNICATIONS MEEDS.
o Devbped « gvem fov cheoonie
excellence, you'll undeestand |, T pereerarg wnkting en
the commitment of | ~fd Prmrte ameert, mdeig
“So ) evrrivand cow und horddheg rive,
Re uth, Crrowd drenter recovery v
Individually, | mmpiywg neevork ond erbobr wni
f Drryred un interorme nrvmurk
the companies of nbeg et e ot
BellSouth are imanmer revporis and mplnem o
© | et ¢ syufeante higher berd
considered to be ,ﬁ,mf;,,;.ﬁ.mmim
some of the

best In their field, Brought topether

be exactly the kind of partner |

senior industry executlves
have chosen BellSouth as the
telecommunications
company they most admired
in the United States.

Which means if you're
looking at your own business
or personal communications
needs, t's quite *
likely you'll find

the companies ;.4 it
of BelSouth ro **

toserve your needs, they can provide

technologically advanced solutians 1a

a variery of problems in health care,
manu.actttring, retailing,

tanking. government and others,

you're looking for, &A:::L‘-‘"

Because after all, when 9
you surtound 1 problem
with remarkable ta)ent, there's
no telling how [2r you can go. Ry ‘
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N «AMELIA EARHART”
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FIAST WOMAN Ameia Earnan FIRST MAN As Amelia’s | knew when sne 521 oul 10 4O
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PROC: PAPIBOXA NELLCORE CORPORATE MEMGERSHIP c ? )
pPRON; APOTAOIX FOR 1692 gfgf. m‘;ﬁl Os'l’ao,na
PROFESSIONAL SOCIETY see CONTACY oRG APPROYER NAME
NATL ACFOERT OF ENGINEERING $200.00 cmmemeecaenaas Seeememnrearma——-an ——
tEEE SERVICE CENTER . 1185.00
PARTNERSHIP FOR MJ PLAZA LI T
SHGMA_ X1 _THE SCIERTIFLC S0C : $AL. 00 %
JOTAL FOR VP! - $6,410,00 4 Lp)OLlS
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PROC: PAP1AOXA OFELLCORE CORPORATE WMEMBERSHIP ' e c‘:ﬁ-w/a
PROG: APDIROIX ‘ FOR 1092 m.m: ou'r; 2 ?
PROFFSS]UN&L SOCIFTY FEE CONYACT ora APPROVER MAME
lmusrnut RESEARCH INSTITUTE : $830.00 ‘ et
CONFERENCE BOARD IHC . 5 .
RUTOERS UNIVERSITY 3350, 000,00
STANFORD UNIVERSITY $37,300.00
THE {NSTITUTE OF PTICS $10, 000, 00
WASHINGTON UGNIVERSITY 50,000, 00
CENTER FDR ADVAHGCED TECHNOLOGY $20.000 .00
PUTER NCE FUND 1%, 000.00
INOUSTRIAL RESEARCH INSTITUTE . $300.00
LOPTOELECT _IMNOUST DEVEL ASSOC . <28 000 00
BENSSELAER EOLYTECHNIC INSTIT = $18,.000 00
UNIVERSITY OF CALIFORMIA LA . %14,.%00.00
YALE UMIVERSITY $15.000.00
S F NOT 17,%00.00,
MINLAG WIRELESS INFORMATION $25,000.00
RESEARCIt ANO DEY COUNCIL $31.480.00
PURDUE UNIVERSIIY 10, 00000
UNMIVERSITY OF WASHINGTON 4900000
CARNEGIE MELLOM UNIVERSITY : $£25,000,00
PRINCETON DNIVERSLLY $12,500.00
N $12,%00.00
QIDA ‘ $1%,000.00
—COLUMSTA UNIVERSIIY. ____ $12,500.00
UNIYERSITY OF WASHINGTON . $750.00
MLT $43,360.80
COLUMATA UNIVERSITY $1%,179.96
CORNELL_UNIVERSITY $12,000,.00
GEGRGIA TECH $20,000.04
PRINCETDON UNIVERSITY $11,000.02
RUIGLRS UNIVERSTTY 12,550, 00
CORP_FOR_UOPEN SYSTEMS $55,000.00
AMERICAN IMSTLTUTE OF PHYSICS 12,500.00
INTERNAT 'L _BATTERQY ASSOC $350.00
TECHNOLOGY EORUMS 3$7,500.00
TOCIETY FOR INDUSY § APPLIED HATH %$2,500.0Q
DROWH UNIVERSITY : $6,783.48 :
ONIVERSITY OF COLORALG $1,500.00
TR PR YROUST & APPLIED WATH 32,500, 00
UNIVERSITY OF HINNESOTA $10, 000,00
UNIVERSITY OF MARYLAND $1C,000.00 S
PURSHE REREAREIT TOURBAT IO . $15,000.00 :
USENIX ASSOCIATION - ~ . $300.00 . . .
N AMER SOC FOR TRENCHLESS ENGIM $£1,000.00 |
TELECOMM INDUSTRY ASSOC $300.00 . I
X3 _SECRETARIAT/CBEMA $1.200.00 . 3
VA& POLYTECHNIC INST $15,C00.00 *!
TUROPE ASSOC FDR SIGHAL PROCESS —$203.53 - . .
TOUISTIANA JEGH UNIV $2.500.00
VASHINGTON UNIVERSITY $8,004.52
“TNTER} CIELY 310,000 00
cogp EOR NAT ' RESEARCH 22490 000 .00
EARNET INC : 34006 .00 . o 0

TOTAL FOR VP: $944,451.35 #9718, 121 .-
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PAOC: PAD tBOXA DELLCORE CORPORATE MEMOERSHLP fg’
PROG: APQIBOIX FOr 1902 3(% /90/93
PROFESSIONAL SOCIETY FEE COMTACT oRG APPROVER NAME
AMERTCAN SOCIETY FOR QUALITY : £29.00 TTTmmmmmmmmAneessomooannan TR nmmE T
STRATEGIC PUANNING (NSTITUTE : 16,000.00
1EEE $320.00
YEEE SERVICE CENTER $134.00
1EEE SERVICE CENTER £120.00
TELECOMS JHOUSTRY ASSOC $600.0.
coge 0 _OPFN SYSTEMS . $20,000,00
UNLY DF PUERTC RICO ' S 1 .00
IV - sa'i'.'%eo NT3
TR F WAY ASS0C £125., 50
EARTHOUAKE ENG RESEARCH._INST $109.50
ANER SDC_FOR_HEAY & REFRIOGE $150.00
NATL FIRE PROTECTION ASSOC 375.00
AMER SOC FOR TESTING MATERIALS $80.00
Wﬁﬂw
NIE ‘L TELECOMM ‘URTON 2%.242.46
BU NOUSTRY CONSULTING $100.00
QUILDING INGUSTRY CONSULTING $100.00
[
TELECOHMUNICATIONS xmusmv $1,400.00
IEEE SERVICE CENTER $102.00
AMERICAN SOCIETY FOR QUALITY $58.00
AMERICAN SOCIETV FOR QUALITY ' $53.00
AMERICAN SOCIETY FOR QUALITY $43.50
“AMIRICAN SOCIETY FOR QUALIVY $429.00
_S_SOMPRSET RISINESSWONEN ££0.00
e e pvmppy—— prypyp—— pyps— g e e ——— —————— e e
TOTAL FOR ¥P: ‘ $142.860.34 4127,542-

ey
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PROC: PAPIBOXA QELLCORE CORPOQATE MEMQERSHILP
PROG: APOACIX QR 1902
PROFESSIONAL SOCIETY FEE CUNTACT ohG
ASTD YECHNICAL 8 SKILLS - £150.00 T
CIVISION OF CONSUMER AFFALIRS $80.00

AMERICAN SOCIETY FOR QUALLTY $73.80

UNMTVERSETY OF MICHIGAN $490, 166.66

¥ SFCRETARIAT/COEMA $600 .00

ACTUS $38%.00 .

ACLUS $105 00
X3 SEGREYARIAT " SGO0, 00

QUALITY ASSURANCE INSTITUTE - $30.00

Te_EOPAA_THT $31G,00

MJd SOCIETY OF CPA‘S $194.00

DATA_ INTERCHANGE STANDARDS £3,.500.00

Myl MATL $3%. .00

DATA INTERCHANGE STANDARDS £4,200.00

TELECO®M INDUSTRY ASSUC $800.00

CORP_FOR _OPEN SYSTEXS 140, 000.00

NATL ASSOC OF FUR CHASE MANAGE ______ S130.00

KATL. SOC OF PROF ENQINEERS $173.00

NATL ASSOC OF EXEC SECRETARIES $30.00

MATL ASSDC OF FEMALE EXEC $309.00

i) FOUNDAT ION 4

ARMED FORCES COMH_ASSOC $2, 100,00

AMER SOC FOR INDUST SECURITY $75.00

HUMAN FACTORS SOCIETY $81.00

t UR :
%3 SECRETARIAT/ £300. 00
Y 36,000, 00

SOCIETY OF BROADCAST ENGINEERS $55.00

OCTETY OF NNTIDN PICTHRE $85.00

rONR DADTMER £00 CYCEL 18 EQUC on

AMER SOC FOR TRAIN & DEV $260.00

AMER SGC FOR TRAIN & DEV $260.00

AMER SOC FOR TRAIN & DEV $130.00
"CORPORA 4.0 _

ILLINGIS 5T CHAMAER GOF COMHERCE

AKERLCAN LIBRARY ASSOC $145.00

SPECIAL LIBRARIES ASSOC $75.00

FOUR LAKES_ATHLETIC CLUS _3$6.500.00
_TLLINOIS CRIKE PREVENTION A550 $25.00

AMER SOC FOR INDUST SECURITY $75.00

HAT'L EXPLOY SERVICES & RECREATION $135.00

MATL $SOC FOR PERFORM . $40.00

NATL .RESGURCE SAFETY COUNCIL 4285 .00

HATL SOC FOR PERFORMANCE $40.00

T1 SECRETARIAT £1,.500.00

SOCIETY 0oF MOTION PYCTURE 65 .00

JEEE SERVICE CENTER $120.00
~fEEE SERVICE CENTER _ $102.00

NATL SOC OF PROUF ENGINEERS' $189.00

NATL S0C FOR PERFORMANCE $40.00

$91,526. 16 # 88, a52-

© TOTAL EOR VD:

codoocoo

-
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PROC: PAP1SOXA [ELLCORE CORPORATE MEMHOERSHIP AUN Aft'é Joﬁ;dad
PROG: APOIROTX FOR 1902 PAGE OUT: =
PROFESSTONAL SOCIETY FEE CONTACT ORG APPROVER NAME

I ] FORUM £100. 00 - comoo
STRATAQY ‘ $100.00

GIIOE INTERNATLOMAL - 150.00_

AMER SOC FO TRATN & DEVEL $150,.00

NATIONAL FIRE PROTEC AS30C $73.00Q

OMINTERRUPTIBLE UPTIXE LISERS 49%0 00

0QDWN UMIVERSITY £17.5800. 00

TN IRTERNATIORAL 320, 000,00

X _OPEN €O LTD $18. 300, 00

XJ SECRETARIAT/CREMA 2900, 00

X3 SECRETARIAT/CBEMA 300,00

ASSOC FOR COMP MACHINE $77.00

TEEE COMPUTER SOGIETY 496,61

MIT L 310,000 00

X OPEN CO _LID $18.750.00.

"PURDUE RESEARCH FOUNDATIDN $15,000.00

DBJECT MANAGEMENT GROUP INC $3,333.00

AMER S0C FOR X 5T SECURLTY t75.00

UNIX_JNTERMATIONAL $10.000.00

UNIFORUM $100.00

OPEN SOFTWARE FON 3$0%,415.65

(%3] CA T80 oo

CORR. FOR. OREN.SY.SIEMS 340,900.00

COMMUNICATIONS FRAUD CONTROL $150.00

IEEE SERVICE CENTER $102.00

X3_SECRETARIATL £300.00
. X3' SECRETARIAT $300.00

X3 SECRETARIAT/COEMA $300.00

DATA ADMINISTRATIDN PGM] ASSOC $75.00

QBJECT PANAGEMENT GROUP INC $3.334.00

X3 SECRETARIAT/CBEMA $900.00

X3 SECRETARIAT $3C0.00

X3 GECRETARIAT $300.00 . )

2
“TOTAL FOR VP: $203,805.15 $20,04-2
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PRGC: PAPIBOXA OELLCONE CORPORATE MEMUERSHID
PROG: APQYBO1Y FOR t02
-mortsr,xomr. SOCIETY . FEE CONTAGT ong
THE cm FOR TELECOMM RESEARCH sta2,800.00 000 T
LICENSING EXECUTIVES SOCLETY $100.00
TELECOMM THOUSTRY ASSOC : $7,200.00
TELUCATDR $53.000.00
LICENSING EXECUTIVES SOCIETY $100.00
M SALES 8 MARKETING EXEC ASSOC . $250.00
I££E SERVICE CEMTER $102.00

, Hre :

TELOCATOR $500.00
TELOCATOR 15, 500,00
ASSOC OF THTERNAL MANAGE CONSULT $t75.00
IEEE SERVICE CENTER $120.00
1EEE SERVICE CENTER 3$138.00
—aMDS INTERST GAQUP INC $2.002.92
SMOS INTERST GROUP NG $2.082.81..
FRAME RELAY £ 1L.000.00

AG

051 NETWORK BANAGEMENY EORUM . . SIT.B00.00
THE FRARE RELAY FORUM 5, 000,00,
$0A 47

C FUNOS TRANSFER ASSOC $600.00

1EEE SERVICE CENVER

SOCIETY FOR CONSUKER PSYCHOLOG $30.00
AMERICAN MARKETING ASSOCIATION $103.00
INTERACTIVE SERVICES ASSOC $3,015.00
PROD DEV MANAGE ASSDC $125.00
PROD DEV HMANAGE ASSDC $125.00
AMERICAN PSYCHMILOGICAL ASSOC $180.00
SOCIETY FOR CONSUMER PSYCHOLOGY $30.00
AUTOMATIC METEQ GEADING ASSOC xe2 E0
T DEMATION_D IMENS IONSEXCHANGE $45.00
EURDPEAN _SHDS $T,314. 11
W D RNRGE ASSOC $125.00
pm—t
TOTAL FOR VP: s111.091.61 DB TS|

Bop. 76 5
nﬁe,%%:w
rAdE ouT;

APPROVER NAME
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PROC! PAPI20XA DELLCORE CORPORATE MLMACASHIP ggl 5’-
PROG: APOIOOSX £OR 1902 il : 3\::{ 3& O6L30/ 03
PRUFQSS‘ONAL SOCLETY . ELE COMTACT oRG APPROVER NAME
T"»F ! EQBW ;HIEBQE I!D :n: : L LR R ALSANSAMStamN s B RS e b ad s
T{ TELECOMMONICATLONS : $2,000.00
TECECOMM TNOUSTRY ASSOC $700.00
T TELECOMHUNTCATIONS 1500.00
INTEROP INC $28%.00
TANERICAR SOCIETY TOR IALITY 388,00
TEEE SERVICE CENTER : £85.00
OPTICAL SOCIETY OF AMERICA ‘ $8%.00
X3 SECRETAHIAT/CHERA : $300.00
T1 TELECOMMUNICATIONS $500.00
_CORP FQR _OOEN svsrms 240, 000,00
1TV $34,200. 52
IEEE $41.50
GPTICAL SOCIETY OF AMERICA $65.00 )
TELECOMMUNICATYONS INOUSTRY : 3$100.00
NATIOHAL SPECTRUM MANAGERS ASS $1%0.00
AMER SOC OF WEAT & REFRIOQE * . 2170 00
AMER SOC HEAT & REFRIDGE : $110.00
TELECOMM INOUSTRY ASSOC $100.00
TRANSPORTATION RESEARCH BOARD . $2582 0O
ENGINEERING 189,00
TELECOMINIC ] ~ $100.00
NATIONAL FIRE PROTEC ASSOC ’ £75.00
INTERNATL ASSDC OF ELECTRIC ENG : $30.00
AMERICAN PLBLIC WORKS ASSOC $105.00
NATIONAL FIRE PROTEC ASSOC $75.00
3 C| cu
UNIVERSITY OF PHERTO RICO $3,000.00
THE INSTITUTE OF WNGT SCIEHCE — %1, 599,
TEY TOROS OF UEQ JERSEY $:10.CC
“FWER SOC FOR QUALLTY CONTROL - $56.00
AMER S0C OF TEST MATERIALS £50.00
AMER SOC FOR QUALITY COMTROL ' $460.00
AMER SOC FOR TEST & MATERIALS $50.00
PRINCETON BUS PROF WOMEN sss.gg P
- 2
TASK FORCE ON PROFESSIONAL TOOLS
AWERICAN SOCIETY FOR QUALITY : $77.00
AMERICAN SOCIETY ¥OR QUALITY $58.00 . B
AMERICAN SOCIEYY FOR QUALITY $354.00 £
ARERICAN SOCIETY FOR QUALITY $174.00
AMERICAN SOCIETY FOR QUALITY £58.00
ANCRICAN WOOD PRESERVERS ASSO . l"
QUALITY 158 .00 it
AMERICAN SOCTETY FOR QUALLTY $116.00 .
ANERICAN WOOD PRESERVERS ASSOC - §
ATT OC OF AMERICA $90.00
AKERICAN SOCIETY FOR QUALETY . $271.00
THE JUNTIOR LEAGUE OF MORRISTOW 8
Y] fUSINESS & PROFESSIONAL N

PO ke e e S B S A . P I P S i AT o o e e B S B A A S S M A . e Y T s e A S e . B S S L A A Y T e

- [——

CTOTAL FOR VP: . sor.600.37  $40,920 y
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PROC: PARtBOXA ~ ‘4@'— Lo p
B n BELLCORE CORPONATE NEMGERSHIP ﬁr
PROU: APQIADIX For tno2 st 222( 3&?5 Dﬁ o/n3
PROFESSIONAL S5OCIEYY FLE CONTACT oRrRa APIROVER NAME
AMEAICAN BAR ASSOCIATION $250.00 Nt MaMcsumcmcacamaannsmana
STATE OF NHEW JERSEY-ATF $1G0,00
STAYE OF NEW JERSEY-~ATF $100.00
STATE OF NEW GFGSEY-ALE 100,00
—STATE OF NEW _JEBSEY=ATF $£.100,00
NEW JERSEY STATE BAR ASS0C $300.00
ARERICAN BAR ASSOCIATION $2680.00
AMERICAM BAR ASSOCIATION $2€5.0D
AMERICAN DAR ASSOCIATION $260.00
AMERICAN. BAR ASSOCIATION $260.00
ORGANIZATION RESOURCES $32,760.Q0 )
$3.000.00
NYS OFFICE OF COURT ACHINM $TH.00
NEW. YORK STATE RBAR ASSOCIATION $21.25
STATE OF NEW YORK BAR ASSOC $300.00
STATE OF NEW YORK BAR ASSOC $300.00
ASSDC OF LEGAL ACMINISTRATORS $200.00
NYS OFFICE OF COURT ADMIMISTRA $300.00
NEW JERSEY STATE BAR ASSUC $200.00
NEW JERSEY LAW LIBRARIANS ASSD $15.00
9 TO § NATL ASSN OF NORKING WOMEN $25.00
ASSOC OF LEGAL ACHMINISTRATORS $200.00
ASSOC OF LEGAL ADMIN NY CHAPTER $230.00
HY_ LAWYERS' FUND £125.00
Nd LAWYERS' FUND $125.00
W LAWYERS ' FUND S$12%.00..
_HY_LAWYERS ' EUND $12% .00
AHERIC!N CORP CDUNSEL ASSOC €30.00 p
e rntr oo s 2 e+ e e ¥ 19000
‘Iﬂﬁht‘ﬁﬁ"‘rﬂﬁ'ﬂkﬁ ﬁf‘ff‘v - ) £37.50
STATE OF NEW JERSEY-ATF $100.00 o
3 FTH*?&SFUEﬁsEv-ATF 30,00
STATE DF NEW JERS o “..-dp.m“ﬁgiiiiii
— v~ATF“ $100.00.,
AN BAR .'SUCIATION $260 .00
AMERICAN BAR ASSUCIATEON $255.00 -
AMERICAN BAR ASSOCYATION $275.00 2
AMERICAM BAR ASSOCIAYION $225.00
AKERICAN BAR ASSOCIATION £305.00 .
AMERICAN BAR ASSOCIATION $£280.00 K
AKERICAN BAR ASSOCIATION $250,00
A#MERICAN DAR ASSOCTATION $255.00

DF_CQURY ADMIN $£75.00 |
NEW YDRK STATE BAR ASSOCIATION — $21.25 ﬂ
TLLINDIS STATE GAR ASSOCIATION ’
TENNESSEE BAR ASSOCIATION

ASSOC OF THE BAR OF NY
D C TREASURER

$190.00
$85.00 f
$110.00

$125.00

— & JREASURER .
NEW. JERSEY STATH BAR ASS0C

21256.00

ER

3$200.00 '
£12%.00

NEW UERSEY STATE DAR ASSDC
NEW JERSEY' STATE BAR ASSOC
NEW JERSEY STATE BAR ASSOC,

DISTRICT OF COLUMBIA BAR

$100.00

$150.00 . L

$225.00 , . a
$65.00

. B 1 o S e B g A P it ok ot B e e e A B S ok e B A i S g A M o S D g e e A Y e e e e A
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PROC: PAPTBOXA

'
AvE: Q-.DO/%

OELLCONE CORPORAYE MIMOEASHIP

PROG: APOTAOIX roa 1062 m\u. Ut
PROFESSIOMAL SOCIETY FEE CONTACT arG APPHOVER MAME -
DISTRICT OF COLUMBIA Bar $29.00
DISTRICT OF COLUMEIA BAR $114.00
DISTRICT DF COLUMOLIA BAR t88.00
FEQERAL COMMUMICATIONS BARt $75.00
STATE OF NEW JERSEY-ATF £100.00
NEW JERSEY STATE BAR ASS0C $300.00
NYS OFFICE OF COURT ADNIN $300.00
AMERICAN CORP COUMSEL ASSOC £120.00
MASSACHKISETTS BAR ASSOCIATION $85.00
ASSOC OF THE 8AR OF NY $110.00
ALABAMA STATE BAR $100.00
NYS OFFICE OF COURT ADMIN $2300.00
ATTORNEY REQIST 8 OISCIP COMM $140.00
0C TREASURER $250.00
p.C TREASURER ' $3A50.00
D T TREASURER IR 00
800 _OF PROTESS o OO
“ NS TAVYERS " FUND 312%. 00
Nd LAWYERS ' FUND $125.00
N LAWYERS® FUND $125.00
YERS ' FU 125.00
NYS OFFICE OF COURT ADWIN $300.00
AMERICAN CORP COUNSEL ASSDC $230.00
ASSOC OF THE BAR OF MY $27.50
= SIAYE.OE NENH (ERSEY-ATE £100.00 :
STATE.DE NEM_JERSEY-ATE $3100.00
NYS OFFICE OF COURT ADMINISTRA $300.00
AMERICAN BAR ASSOCIATION $250.00
AMERICAN BAR ASSOCIATION £255.00
ARERICAN BAR ASSOUIATION $255.00
NYS OFFICE OF COURT ADMIN $75.00
NEW YORK STATE BAR ASSOCIATION $24.25
AMERICAN DAR ASSOCIATION $250.00
NEW JERSEY STATE BAR ASSOC $200.00
COMPUTER LAW ASSOCIATION $75.0C .
AMERICAN CORP CDUNSEL ASSOC ' $100.00 5
NYS OFFICE OF COURT ADMIN $300,00
LICENSING EXECUTIVES SOCIETY $£100.00
NJ LAWYERS' FUND $125.00 .
AMERICAN CORP CDUNSEL ASSDC 3$220.00 N
ASS0C DF THE BAR OF NY $27.50
STATE_DE.NEW JERSEY-ATF £100.00
_STATE_DE_NEW JERSEY=ATE £100.00 ‘\ \
SYATE OF MNEW JERSEY-ATF $100,00 Vo
STRTE_OF _NEW_JERSEV=ATE _ 3100.00. i
AHERICAN DAR ASSOCIATION 3275.00 i
ANERICAN BAR ASSOCIATION $250.00
AHERICAN GAR ASSOCIATION - $250.00
AHERICAN BAR ASSOTIATION $310.00
“STATE BAR OF WMICHIGAM $225.00
NYS DFFICE DF COURT ADMIN $75.00
"UNITED STATES TRA“EMARK ASSOC $6850.00
NEW. YORK STATE BAR ASSUCIATION $21.25 K
NJ:PATENT LAV ASSOC $35.00 D
AMERICAN BAR ASSOCIATION $22.00 5

o .
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PROC: PAPIBOXA ' HELLCORE CORPORATEL HEMIERSHLP AR
bRoa: APOIBO1X ron 1002 f.';”.;t ouE: ?ﬁ’ /83
PROFESSIOMAL SOCLETY FEE CONTAC?Y oae APPHOVED NAKE
HYS OFFICE OF COURT ADMIN . 1300.00
STATE OF NEW JFRSEY-ATFE 210000
DISTRICT OF COtUWAIA BAR ‘ ' $85,00
ASSOC QF THE BAH OF NY _ $27.%0
INTELLECTISAL PROPERTY OWNERS 11,800.00
NEW HAMPSHIRE BAR ASSOCIATION $+76,00
LEGAL ASSISY ASSNC OF Mt $40.00
AMEAICAN INTELLECT:JAL PROPERTY 454,00
AMERICAKR INTELLECTUAL PROPERTY . 4684.00
AMEATICAMN INVELLECTUAL PROPERTY $83.00
AMERICAN INTELLECTUAL PROPERTY $83.00
AMERICAN INTELLECTUAL PROPERTY 494,00
AMERICEM INTELLECTUAL PROPERTY $93.00
AMERICAN INTELLECTUAL PROPERTY . 304,00
AMERICAN BAR ASSOCIATION $100.00
LICENSIMNG EXECUTIVES SOCIETY $100.00
ted LAWYERS'® FUNO 4$104.00
M4 LAWYERS' FUNO o $104.00
B LAWYERS' FUND : $104 .00
Nd LAWYERS'® FUND $104.00
Nd LAWYERS ' FURD $104.00
AHMERICAN AR ASSOCIATION $35.00 e
AMERICAM CORP COUNSEL ASSOC ’ $130.00
AMERICAM INTELLECTUAL PROPERTY . $125.00
ASSOC OF CORP PATENT COUNSEL . $250.00
*° ' TOTAL FOR VPt $28,500.00 #8210
?
<
- ‘q
-
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PROC: PAP 1ROXA BELLCORE CORPORAT p / "3 -4
PROGY APOIAOIN rOR mu; nesERsNIP ﬁmisg‘l} c‘x:/ /63
PROFESSIONAL SOCIETY "FEE CONTACT oro APPnuven i
£EOF AUDITORS ASSOC . ${70.00 fesessssass feNesmEmsecsscsceman ==
MORATS CIV CHAMOER OFf COMM 12
My BUSINESS B YNOUSTRY ASSGC 16.%500.00
IHFORRATION SYSTENS SECURITY £50.00
INSTITUTE OF INTERNAL AUDITORS $110.00
MAT*L ASS0C GF CERT FRAUD EXAN $100.00
NAT'L ASSOC OF CERT FRAUD EXAR $100.00
MAT*L ASSCC OF CERT FRAUD EXAM $100.00
NE\‘ JERSEY SOCRETY OF CPA'S $82.00
D AREA CHAMOER OF COmM 3850.00
PD‘BLIC HELATIONS SOC OF AMER $£17%.00
PUBLIC AELATIONS "SOC OF AMER $46% .00
PLUBLIC RELATIONS SOC OF AMER 4£46%.00
IMSTITUTE OF INTERNAL AUDITORS $2417.50
LIMSTITUTE GF INTERNAYL AUOITORS $£17.50
NJ SOCETY OF CPAS $170,00
NJ SOCIETY OF CPAS $170.00
p SOCIETY GF CPAS $470.00
NJ SDCIETY OF CPAS £170.00
NJ SOCIETY OF CPLS $£170.00
AMERICAN INSTITUTE OF CPA'S 21405.00
ANERICAN INSTITUTE OF CPA'S £105.00
-INFO SYSTEMS SECURITY ASSOC $80.00
THE EDPAA INC +113.68
THE EDPAA INC $413.68
THE EDPAA INC €113.60
JTHE EDPAA INC t113.68
THE EDPAA ING $1213.70
TUE EDPAS TMD £242.70C
AMER SOC FOR INDUSTRIAL SECURITY 275,00
AHER SOC FOR INDUSTRIAL SECURITY 275.00
INSTITUTE OF INTERNAL AUDITORS $20.00
BC CORP_COMM RELATIDN‘S CTR $2,000.00
STAIE © AT ] 13, 500,00
FLBLIC REL:\TIONS SOC QF AMER $50.00 -
NJ BUSINESS & INDUSTRY ASSOC $7.200.00 K
HIDOLESEY CTY CHAMEER OF COMM $3.800.00
“CONEERENGE SOARDR JHC ; 37.000.00 .
RESEARCIE AND DEV COUNCIL $1,480.00 «
PISCATAWAY HIDD C 2 .
PUBLIC RELATIONS SOC AMERICA $£50.00
MBLIC RELATIONS S0C OF ANMER $60.00 . ['
INTERNAT 'L ASS0C OF BUSINESS COMM $£230.00 . ‘l o
IABC $200.00 , 13
IADC $200.00 1
INTERNATL ASSCO FOR 8US comd £200.00 -
MATL ASSOC FOR CORP SPEAKERS $160.00
NJ IABC $230.00
INTERNATIONAL TELEVISION ASSDC $470.C0
SOCIETY OF MOIION PICTURE $65.00
AMERICAN MANAGENENT ASSDC 4145.00
AHERTCAN INSTITUTE OF CPA £70.00 oo
AMERICAN .MANAGTMENT ASSDC $445.00 : S
RISK AND INSURANCE MANAGENMENT $350.00 0

e o o A 8 L 8 R . kA A 2 i B 428 D 3 . o A . o e o e e o L g TS B o T 7 oy A e e o g 4 O . o e i i
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PROC: PAPIBOXA
PROG: APOtRAOIX

SPROFESSIONAL SOCIETY

A S - - -—-— - an T - OO OO OO OO Co O C
- - - - - - e ks P L L L L L L T s - S E A S ... e - e

NJ SOCIETY OF CPAS

NATL ASSOC OF BUSINESS ECON
NJ SOCIETY OF CPAS

NJ SOCIETY OF CPAS

No SQCIETY OF CPAS

NJ SOCIETY OF CPAS

INST OF NANAGEMENT ACCOUNTANTS
AMERICAN INSTITUTE OF CPAS

NO SOCIETY OF CPAS

M4 SOCIETY OF CPAS

HJg SOCIETY OF CPAS

AMERICAH MANAGEMENT ASSOC
WHO 'S WHO WORLD WIDE:

V0 'S WHO WORLD WIDE

NJ SOCIETY OF CPAS

MJ SOCIETY OF CPAS

HyJ SOCLETY OF CPAS

MJ SGCIETY OF CPAS :
ANERICAN INSTITUTE OF CPAS

HJ SOCTETY OF CPAS

NJ SGCIETY OF CPAS

HJ SOCIETY OF CPAS |

NJ CASH MANAGEMENT ASSOCIATION
NJ SOCIETY OF CPAS

NJ .SOCIETY OF CPAS

AMERICAN INSTITUTE DF CPA

NJ SNCIETY OF CPA‘S

NEW YORK STATE SOCIETY OF CPAS
INFORMATION SYSTENS SECURITY
INFORMATION SYSTEMS SECURITY
INFORMATION SYSTEMS SECURITY
COMPUTER SECURITY INSTITUTE
QUALITY ASSURANCE INSTITUTE
NATIONAL ASSOC OF ACCOUNTANTS

o

-

e

RELLCORE COAPDRATE MCMOERSHIP

FEE

£170.00

158.00
$170.00
$170.00
$170.00

£170.00

$120.00
$100.00
$170.00
$170.00
$1{70.00
$145.00

198.90
$297.00
$170.00
$170.00
£170.00
$170.00
$100.00
$170.C0
$176.00
1470.00
$400.00
£170.00
$+170.00
$165.00
$170.00
$110.0Q

$50.00

£50.00

$50.00
$127.00
$£295.00
$175.00
$150.00

FOR 1992

PAGE QU

CORTACT ORG APPROVER NAME

AMER SOC FOR INDUSTRIAL SECURITY
ISSOCIATION OF MJ RECYCLERS
RTERIALS
COUNCIL OF LOGISTICS MANAGE
PEETING PLANNERS INTERNAT 'L
SOCIETY FOR FOCQSERYICE MAMAG
SUCIETY OF FIRE PROTECTLICM
AMER SOC OF CIVIL ENGINEERS
BOXA INTERNATIONAL

$600.00

$50.00
$1475.00
$300.00
$175.00
£120.00
$173.00
$370.00

NMATIONAL ASSOC OF FLEET ADMIN
SOCIETY FOR TECH CIMMUNICATION
L

$205.00
$85.00
$350,00

ANER INST OF PLANT ENG
NEW JERSEY AUTOMOBILE CLUD

$114.00
37.00

375.00

NJ BUSINCSS TRAVEL ASSOC INC
ASSOC_DF CORP _TRAVE XECUTIY
SOCIETY FOR FOODSERVICE MANAG
HMATL: SYSTEXS MANAGEMENT ASS0C
WAREHOUSING EDUCATION 2
COUNCIL OF LDGISTICS HAHAGEMEN

$175.00
$£190.00
$165.00
$175.00

o

l‘ 12
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PROC: PAPIBOXA - RELLCORE CORPOAATE MEMOLRSHIP m%xe/“-ao?ﬁom:
PROG: APQIBOIX FOR tooz PAGE QUT: 11
PROFESSIONAL SOCIETY FEE CONTACT " ora APPROVEA NAME
MATERIAL HANDLING & MNGT 50C $19%.00
NY NJ RINOR PURCHASE COUNCIL ' $2,800.00
IHVESTMENT RECOVERY ASSH $2%0.00
MNATL ASSOC OF PURCHASE WMANAGE $130.00
NATL ASSOC OF PURCHASE MANAGE - $130.00
NATIONAL ASSOCIATION OF 180,00
NATIONAL ASSOCIATION OF $80.00
DIVISION OF CONSUMER AFFAIRS £80.00..
THRAT'L 500 OF PROF ENGINEERS $277.00
THTERNATL FACILITY MGMT ASSOC $150.00 .
KEEP MIDOLESEX MOVING INC _$2,000.00
ARER SOC FOR IMOAUST SECURITY $505.00
STATE OF NJ BOILER OPERATORS $20.00
WATER_ENVIRONMENT FEDERATION $30.C0
STATE OF NJ MECH INSPECIORS $I0.00
1EEE SERVICE CENTER $107.00
DIVISION OF COMSUMER AFFAIR 1AD.00 .
WER SOC OF HEA! & REFRIDGE . $150.00
87.00
DIVISION OF CONSUMER AFFAIRS _ 380,00 _
RETL ASSUC OF FEMRLEERETS $39.
ASSOC OF COMP MACHINERY $£1475.00
AMER $OC FOR INFD SCIENCES $350.00
SOC FOR TECH COYM $%00.00
1EEE SERVICE CENTER $162.00
ASSOC FOR INFO & IMAGING $60.00
ASSDC OF RECORDS MANAGERS : $110.00
HATL INST OF PLOG §CIE »
“"FiAE OETEGCTIGN INSTITUTE £100.00
SNCYIETY OF FIRE PROTECYION 8 .00
_ARER_S0C OF HEAT & REFRIDGE . $150.00
INTERNATL FIRE CMIEFS INST : $100.00
JL _CONFER OF BLDG OFFCIALS 300,00
SCUTHERN BUILDING CODE _CONGRES 150,00 _
BLOG _OFFICIALS & CUDE_AGMIN 150,00
ANER SOC FOR TESTING HMATERIALS $50.00 s
NATIOMAL ‘FIRE PROTECT ASSOC $80.00
AMER SOC FOR TRAIN & DEV £1,530.00
AMER $0C FOR TRAIN & DEV $710.00 -
THE _PLANMING FORUM ‘ £150.00 e e e e —— S I
. i
TOTAL FOR VP: $64,515.62 # 24, O37 '

@ measinerseansrd ARd ASAAHLATI A,
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PROC: PAPIAOXA
PROA. APOIOOIX

RELLCOAE CORPORATEL MEMNBERSHIP
FrOR 1092
PROFESSIONAL SQCLETY FEE COMTACT

EQUAL EMPLOYMENT ADV!ISORY
SOC FOR HUMAN RESOURCE MANAGE - $180.00

AMERICAH COMPENSAYION ASSOC $30.00
CONFERENCE BOARD INMC -
) CAN COMPEMSATION ASSQC $128.00
AMER COUNCIL OM INTERNAT 'L PERSON $1500.00
JEXECUTIVE WOMEH IN, QOVERMMENT 120,00
HAAN RESOUACE PLANNING SOCIET $150.00
AMERICAM COMPENSATION ASSOC $125.00
EMPLOYNERT HANAGENENT ASSO £$150.00
~LRGANITATL 3,000,00
AMERICAN COMPENSATION ASSOC $125.00
AMERICAN COMPENSATION ASSOC $125.00
ASTD TECHNICAL & SKILLS $180.00
HUMAN RESOURCE PLANMING SOC £150.00
MIOWEST COLLEGE PLACEMENT ASSO $75.00
N HOMAM RESGURCE PLANMING $40.00
SOCTETY FOR HUMAN RESCOURCE $160.00
AMERICAN STATISTICAL ASSOC $102.00
N NOTARY PLALIC COMM $25,00
AMERICAN COMPENSATION ASSOC $135.00
AMERICAN COMPENSATION ASS0C $£133.00
NATL ASSOC OF FEMALE EXEC - $20,00
AMERICAN COMPENSATION 4SS0C $$25.00
AMERICAMN COMPENSATION ASSOC $125.00 )
AWERICAMN COMPENSATION ASSOC $125.00
ANERICAN COMPENSATION ASSOC £135.00
ARERICAN COMPENSATION ASSOC $135.00
AMER SOC FOR TRAIN & DEV $183.00
ARER 300 FOR TRALIN & DEV $185.600
HATL SOC FOR PERFDRMANCE $85.00
+KHER SOC FOR TRAIN B DEV-PHIL 453,00
ANER SDC FOR TRAIN & DEV $150.00
NATL SOC FOR PERFORMANCE $06.00
ANER SOC FOR TRAIN B DEV $150.00
ANER SOC FOR TRAIN B DEV-MID NJ CHAP $30.00
0D NETWORK $115.00
AMER SOC FOR TRAIN & DEV $180.00
NATL ASSOC OF SUGGESTION 5YS $290.00
S0C FUR HUMAN RESOURCE MANAGE $160.00
: NEE
HUMAN RESOURCE PLANNING SOC $150.00

tRMAN RESOURCE PLANNING 50C $150.00

HUMAN RESOURCE PLANNING SOC $£180.00
NJ HUMAN RESOURCE PLANNING GRP $60.00
NJ HURAN RESOURCE PLANNING GRP $60.00 |
COLLEGE PLACEMENT COUNCIL $300.00
ROCKY MOUNT COLEGE PLACE ASSOC $50.00
WESTERN COLLEGE' PLACEMENT ASSO $60.00
SOUTHERN COLLEGE PLACEMENT ASS $60.00
NORTH CAROLIMNA ABT STATE UNIV $500.00
NEW JERSEY PLACEMENT GROUP $20.00
EHPLOYVRENT MANAGEHENT ASSOC $195.00

AHER COUNCIL ON INTERNATL PERSONNEL

$500.00
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PROC: PAPTAQXA
prOd: APOIRO X

PROFESSIOMAL SOCTETY

..... S btk e ke L S SN R ST I R A S RS b B g mh o e PR T s s, o 0n e e ek g e e e R e A

EAST COLLEQGE RLACEMENT ASS0C
SOUTHWEST ‘PLACEMENT ASSOCIATIO
SOC OFf HISPANIC PROF ENG

MIO ATLANTIC PLACE ASSOC
NAMEPA

. L
! 2 ~

Fi
DELLCOARE CORPORATE MEMOECRSHIP R umé'ﬁ.g'/n’o%:
FOR 18%2 PAGE OUT: 15

FEE - CONTACT ora APPROVESR NAME
480.00
4$60.00
$300.00
160.00
11.000.00

EMPLOYEE RELOCATION COUNCIL
AMERICAN MANAQEMENT AS50C
ANERICAN MANAGENENT ASSUC
CORETECH

$275.00
$143.00
$145.00
$2,500.00

NATIOHAL SPECTRUM HAHAGERS ASS
NATIONAL SPECYRUM MAMAQERS ASS
WOHEN IH GOVERMWENT REL INC
ASSOCIATION OF PUALIC DATA USE
IEEE SERVICE CEMTER

1EEE 'SERVICE CENTER
,D_ELL_QF_QMEQE_L.[BSHRME

$270.00
$230.00

$300.00
$142.00
+102.00

LI .00

—XQMEN I8 GOVERNMENT REL ING . 250.00,
WOMEN IH _GOVERNMENT RE
INTELLECTUAL PRUPERTY OWNERS £1.500.00

DISTRICT OF COLUMBIA BAR
FEDERAL COMMUNICATIONS SAR

NATIONAL PRESS QLUR

$88.00
$£75.00
$320.C0.

WASHINGTOH EMP BENEFITS FORUK

2
$175,00

NoC_THEASURER

k230,00

CEHTRAL PARK ATHLEI! C cLua

$7,820,00

NAT'L SOC FOR PERFORMANCE
T1 TELECOMMUNICATIONS
NEAX 2400 IMS USERS GRQUP INC

$1,000.00
£1.,500.00
£50,.00

FOom DEDFODM TMSTRUCTIO
ESSEX cuumv MEDICAL SOCIETY
AMER COLLEGE OF ENVIRON MED
EMPLOYEE ASST S0C OF N AMERICA
NJ ASSOC OF ALCOIOLISH COUNSELORS
EAFPA/ALMACA a

42,00
$2325.00
$90.00
$30.00
$135.00

~—RIOFEEDH

NEW JERSEY COUNSELING ASSOC
AMER ASSOC OF OCCUP HLTH NURSES
ALCOHOL & DRUG COUNSELOR
AMERICAN COUNSELING ASS0C
ALCTHDL & DRUG COUNSELOR
NATTONAL REMAQILITATION ASSOC
NEW JERSEY STATE SAFETY COUNCI

AMER_COLIFGE_OF OCCUP BER

.y

435.00
$120.00
$60.00 - x
$105.00 .
$60.00
£74.00
£1,480,00 . . “ '
095 _0AQ 1

£250.00 i

AMER ASSOC OF OCCUPATIONAL HLTH MURSES

MAT'L BRD FOR CERT PSYCH
SEMICONDUCTOR INOUZTRY ASSOC .
AMER ASSOC OF DCC® MHLTIH NURSES
AMER INQUST HYGIENE ASS0C

AMEN SOCIETY OF SAFETY ENGINEERS
BLDG OFFICIALS COOES ASSQOC

NJ STATE SAFETY COUNCIL

$i16.00 i
125.00 7
$3,000.00
$120.00
$50.00
$105.00
$200.00 .
$1.565.00 !
$28%5 Q0 . <y

. ASSOCIATION QF NJ RECYCLERS i
~—KRER AS30C OF GCCUP MLTH NURSES
AMER ASSOC OF OCCUP HLTH MNURSES

.

£120.00
$120.00
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PROC: PARIBOXA DELLCORE CORNORATE MERERSH]P nu%t:/%c%hg
PADO: APOIBO1X : FoR 1992 PAGE OQUT: 16
PROFESSIOMAL SOCIETY FEE CONTACT ofQ APPROVER MNAME
THE MEDICAL LEYYER : 420,00 TToTTERmmmAmEemems
AMER ASSOC OF OCCUP HLIH MIRSES | 12500

| P o meEeemuessseasesseteseesasiuenonecs Poooon S OEEOODEOCOn6EE0006
TaTAL, FOR VP: £51,604 .00 "?? @S5>

"' GRAND TOTAL: £1,742,248.60
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C Southern Bell
, Docket No. 820260-TL-
Exhibit__ (KHD-1)
Schedute 15
Page 10of 3
Southern Bell Telephone and Telegraph Company Witness: Dismukes
Return on Investment Bifling

From BeliSouth Corporation -

1992
Company oPC Adjustment |
Net Assets $14,586,000{(1) 514,586,000
Rate of Return 15.96% 11.41%
Return $2,328,561 $1,664,653
Florida Percent 26.14% 26.14%
Florida Amount $608,686 $435,140
Intrastate Percent 70.8334% 70.8334%
(_7 Intrastate Amount $431,153 $308,226| {$122,928)
b Weighted
Pretax
Company Weight Rate Tax Return
Equity 55.80% 13.20% 61.00% 12.07%
Debt 44.20% 8.80% 3.89%
Total 100.00% 15.96%
OPC
Equity 42.50% 10.40% 61.00% 7.25%
Short-Term Debt 5.69% 3.30% 0.19%
Long-Term Debt 51.81% 7.68% 3.9_8%
Total - _ 100.00% 11.41%

2

—

(1) Includes assets allocated to Southern Bell, BellSouth Services, and South Central Bell.

‘ Source: Southern Bell Telephone and Telegraph Company, Response to OPC’s Document Request
589 and 743; and Rothchild Exhibit, Schedule 1. SRR



Southern Bell Telephone and Telegraph Company
Return on Investment Billing
From BellSouth Corporation

Nou,

Docket No. 920260-TL
Exhibit__ (KHD-1)
Schedule 15

Page 2 of 3

Witness: Dismukes

{1) Estimate.

1993
Company QPC Adjustment
Net Assets $10,529,709|(1) $10,529,709
Rate of Return 15.96% 11.41%
Return $1,681,000 $1,201,722
Florida Percent 26.14% 26.14%
Florida Amount $439,413 $314,130
Intrastate Percent 70.8334% 70.8334%
Intrastate Amount $311,251 222,509 ($88,742)
Weighted
Pretax

Company Weight Rate Tax Return
Equity 55.80% 13.20% 61.00% 12.07%
Debt 44.20% 8.80% 3.82%

Total 100.00% 15.96%
OPC
Equity 42.60% 10.40% 61.00% 7.25%
Short-Term Debt 5.69% 3.30% 0.19%
Long-Term Debt 51.81% 7.68% 3.98%

Total o 100.00% ‘ 11.41%

C " Source: Southern Bell Telephone and Telegraph Company, Response to OPC's Document Request

589 and 743, Interrogatory 1077; and Rothchild Exhibit, Schedule 1.
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Southern Bell Telephone and Telegraph Company
Return on Investment Billing
From Bell South Communications, Inc.

Southern Bell

Docket No. 920260-TL
Exhibit__ (KHD-1)
Schedule 15

Page 3 of 3

Witness: Dismukes

1992
Company OPC Adjustment
Net Assets $14,704,880 $14,704,880
Rate of Return 15.96% 11.41%
Return $2,347,53% $1,678,221
Florida Percent 26.14% 2_6. 14%
Florida Amount $613,647 $438,687
Intrastate Percent 70.8334% 70.8334%
Intrastate Amount $434,667 $310,7371 ($123,930}
Weighted
Pretax

Company Weight Rate Tax Return
Equity 55.80% 13.20% 61.00% 12.07%
Debt | 44.20% 8.80% 3.89%

Total 100.00% 15.96%
QprPC
Equity 42.50% 10.40% 61.00% 7.25%
Short—Term Debt 5.69% 3.30% 0.19%
Long-Term Debt 51.81% 7.68% 3.98%

Total : 11.41%

100.00%

Source: Southern Bell Telephone and Telegraph Company, Response to OPC’s Document Request :
743; Coopers and Lybrand Audit Workpapers; and Rothchild Exhibit, Schedule 1. =~ .~. == .



Southem Bell Telephane and Telegraph Company
Square Feat Leagad at the Campanile Building

Rentable Percent
Square of
 Floor. Tenant Feat Total

21 BeliSouth Information Systems 5,351 1.2%

BeliSouth Corporation 3,107| 0.7%

20 BeliSouth Corporation 23,296 5.3%

19 BellSouth Corporation 23,296 5.3%

18 BaliSouth Corporation 23,296 5.3%

17 BeliSouth Carporation 23,296 5.3%

16 BeliSouth Corporation 23,296 6.3%

16 BellSouth Corporation 23,296 5.3%

14 BaliSouth Carporation 23,21 6.2%

13 BellSouth Corporation 22,886 6.2%

12 BaliSotth Corporation 22,60% 6.1%

1 Coopers & Lybrand 22,627 5.1%

10 Coopers & Lybrand 22,627 65.1%

8 Coopers & Lybrand 22,392 6.0%

8 BellSouth Carporation 22,392 5.0%

7 BellSouth Corporation 18,623 4.2%

Carter , 3,869 0.9%

€ BellSouth Corporation 8,080 1.8%

BaliSouth Telecommunications 3.079 0.7%

Available for Lease 11,233 25%

5 BeliSouth Telecommunications 15,360 3.5%

Georgia Telco Credit Union 2,205 0.5%

Coopers & Lybrand 4,827 1.1%

4 Georgia Telco Credit Unlon 22,392 5.0%

3 BellSouth Corporation 16,484 3.7%

2 BeliSouth Corporation 14,526 3.3%

1 Prudentlal Bache Secutities 8,405 1.9%

Peachtres News 1.101 0.2%

Pi BellSouth Corporation 260 0.1%
P2 BellSouth Comoration 6,108 1.4% |

Total Square Fest 443 500 100.0%

Total BallSouth 298,032 67.2%

Tota!l BellSouth Affiliates 23,790 5.4%

Total BellSouth and Affiliates 321,822 72.6%

Caopers & Lybrand 72,473 16.3%

Othar Nonatfillates ar.872 8.6%

Total Nonaffifiates 110,445 24.9%

Avallable for Lease 11,233 25%

Southemn Bell :
Docket No. 920260-TL
Exhibit__ (KHD-1) -
Scheduls 16

Witness: Dismukes

Source: Southemn Bell Telephone and Telegraph Company, Response to Statf's Audit Requast 2-064 Amendad, Attaehme‘m a.



Southem Bsll Telsphone and Telegraph Company
Analysle of Jacksonville Leazs

Southem Ball

Docket No, 920260-TL
Exhibit
Schedule 17
Witness: Dismukes

{KHD-1}

Altemnative Cne

Altemative Two

Atlternative Thres

ARemativa Four

Alternative Five

Assumptions: Commission Authorized ROR Commission Authorized ROR Commission Authorized ROR Commission Authorized ROR Commission Authorized ROR
' Removal of Propsarty Taxes Removal of Proparty Taxes Removat of Property Taxas Removal of Property Taxes Removal of Property Taxes
Removal of Allocated Costs Removal of Allocated Costs Removal of Allocated Costs Removal of Allocated Costs
Reduce Land Value Reduca Land Valus Reduce Land Value
OPC Recommanded ROR 1993-beyond OPC Recommended ROR 1983-beyond
] Ignore FOC < Leasa Paymant
[Adlustments: 13165,234) 1$249.007) {$260.520) ($295,030) 1$347,449)

Corpany Doay NoUREHE W LIRS 1ar W FIVE VISR ReRWH T iRt

Assumptions:

s

Altemative One
Commission Authorized ROR
Removal of Property Taxes

Alternative Two
Commission Authorized ROR
Removal of Property Taxas
Remavat of Allocated Costs

Alternative Three
Commission Authorized ROR
Remaval of Property Taxes

{Removal of Allocatsd Costs

Reduce Land Value

Aftemative Four

Commission Authorized ROR

Removal of Proparty Taxes

Removal of Allocated Costs

Reduce Land Value

OPC Recommended ROR 1993-bayond

Altemnative Five

Commizsion Authorized ROR

Removal of Property Taxes

Removal of Allocated Costs

Reduce Land Value

OPC Recommanded ROR 1993-heyand
lgnora FOC < Lease Payment

[Adiustments:

45,022

{$70,428)

(484,470}

{9106,8€5)

[$127.22%

Thakiigr,

Sourca: Southemn Bell Telsphone and Telsgraph Company, Response to OPC’s Document Requasts 460 and 481; and C&L Audit Workpapers.

e
2




Southern Bell Telephone and Telegraph Company

Bellcore Project Disallowances

Personal Communinications/Wireless

321408 Personal Communications Applications
321302 Wireless Access

Information Services
321208 Trustworthy Networks

321207 Ease of Use
321203 Information Systems
321406 Speech Technology Applications

NET/ATM/Anformation Networking Archi refVid
321301 Network Control

321305 Digital Subscriber Line Technology
321306 SCNET/ATM Technology

321308 Visual Communications Systems

321404 Telepresence Networking Applications
321405 Messaging & Infor Access Applications
321401 Network Operating Systems

321402 Internetworking

Fiber/Broadband
321210 Economic Business Decision Support
321205 Design of Broadband Multimedia Networks
321107 Loop Connection Technology
321403 High-speed Networking
321307 Lightwave Systems
321303 Fiber-in-the-Loop

OthEr PG

Personal Communications/Wireless
324103 Operations Planning for PCS

3W4611 PCS Demo Testing

3W4511 Wireless Access

222M04 Wirelss Interconnection Service Development
222M15 BellSouth Wireless Maintenace Project
124522 Wireless Interconnection

1W4611 PCS Access Services -

* Florida
Intrastate
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$57.0
10.0
41.8

30.4
10.8
149.3

$309.0

o

Southern Bell

Docket No. 920260-TL
Exhibit__(KHD-1)
Schedule 18

Page 1 of 2

Witness: Dismukes



Southern Bell o
Docket No. 820260-TL
Exhibit_ (KHD-1} -
Schedule 18
Page 1 of 2
Southern Bell Telephone and Telegraph Company Witness: Dismukes
Bellcore Project Disallowances g

LY

Fiber : _ '
2W1511 FITL Technical Analysis Capabilities $15.9
1W1511 FITL Basic Platform and Evolution Requirements 162.4
33\141 5021 FITL Technical ﬁg\sagsis S ‘2‘!1‘:19
105 Managmenet of upport for New Technology .
T §235.3
Information Networking Architecture 5 5o
TR501N Inforamtion Networking Architecture $111.4
Advanced Intelligent Network
1R4 111 AIN Planning & Requirements $383.9
224487 WFA/C Enhancements - AN 41.7
2243KB SOAC Support of AIN 348.2
2R4125 Generic SMS Interfact Requirements to Support AIN _ 12.9
§786.7
Video/BISDN
3W1922 High-Bit-Rate Loop TRNS FND $30.5
3W1923 Video Dial Tone Services, Architecture & Control 90.3
3W1924 Radio Generic Requirements.Support VDT Delivery 12.4
924575 Broadcast & Non-Broadcast Video Services 16.8
924466 Current Support Video/Program Audio 14.0
1R3011 BISDN Phase 1 Planning & Requirements 209.9
$373.9
Total $3.850.6

Source: Southern Bell Telephone and Telegraph Company, Response to OPC’s Document Request 793 and Interrogatory 1104,




o aae o Southern Bell .
Docket No. 920260-TL
Exhibit__(KHD-1}
Schedule 19

Southern Bell Telephone and Telegraph Company Witness: Dismukes

Summary of Recommended Adjustments

O“.‘N.‘._
. . 0.
No Change - Change .
: in in
General Genera)
Description Allocator Allocator
General Allocator $0 ($798,6b5}
Ownership Adjustments
BSC Executives . (607.218) {406,292}
BSC Corporate Planning (358,735} (298,061)
BSC Cash Management (68,815) (68,815)
BSC Corporate Counsel (39,199} (31,654}
Total (973,967) (B04,722)
Other Regulatory. Adjustments -
BSC Corporate Advertising (213,723) (210,281}
BSC Corporate Affairs (506,436) {416,604}
BSC Media/Public Relations (255,985) {205,091}
BSC Antitrust/MFJ Legal Expense (601,615) {467,584)
BSC Sponsorships (34,134) (32,536)
BSC Donations (66,381) (45,162)
Bellcore Memberships (42,717) {40,717)
Total {1,610,981) (1.417, )
Aircraft Expenses (650,000) (650,000)
BSC Return on Investment (122,928) (122,928}
Legal Expenses {1,259,618) 11,174,159)
Miscellaneous Expenses {100,000) {100,000}
1993 Project Costs {18,800} {18,800)
BSC Campanile Lease {198,157} {198,157}
BCI Return on Investment {123,951} {123,951)
BSCS Return on Investment (123,090} {123,090} .
Revenue not Recognized from :
BeliSouth Travel Services 341,481 341,481
Sunlink Lease {295,030} (295,030}
Unused South Florida Warehouse {54,030) (54,030}
Revenue for Return on Investment not
Charge"(_!' to Affiliates . 360,201 360,201
Bellcore ' (3,850,600} (3,850,600
Grand Total {$10,082,842) ($10.433,779) .




