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October 13, 1998

Will Cox

Division of Legal Services
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32359-0850

He: Docket No. 980696-TP

Updated Exhibits for John Hirshleifer

Dear Will:

Enclosed are the following documents that the staff

requested in connection with the stipulation of Dr. Hirshleifer’s
testimony:

1. Updated Attachments JH-3, JH=-3a, JH-3b, and JH-3c to
Dr. Hirshleifer’s direct testimeony.

2. A statement that Attachment JH-4 to Dr. Hirshleifer's
direct testimony cannot be updated at a reasonable cost.

By copy of this letter, copies of these documents are being
furnished to parties on the attached service list.

Very truly yours,

T=20.0™
Richard D. Malson

RDM/mee
Enclosures

cc: Blanca Bay6 (for docket file)

Parties of Record

DOCUMENT MAT-DATE
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Updaled Attachment JH-3

Summary of Cost of Debt
for BellSouth, GTE and Sprint
as of 8/31/98
BLS  BELLSOUTH 6 42%
GTE  GTE 6.46%
FON  SPRINT 6 03%

Details are presented in Altachments JH-3a through JH-3c
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Updated Attachment JH-3a

BELLSOUTH Bond Yields
S&P DEBT RATING Debt Outstandira Yield to Maturity as
as of 8/31/98 at Par (mil §) of 8/31/98

BellSouth Capitai Furding (Issued under support agreement w/BellSouth)
Deb 6 045 2026 AAA 300 5.86%
Deb 7 12s 2097 AAA 500 672%
BeliSouth Telecommunications
Deb 5 7/8s 2009 AAA 350 584%
Deb 75 2025 AN 300 6 54%
Deb 6 3/8s 2028 AAA 500 6.85%
Deb 8 1/4s 2032 AAL 250 7.52%
Deb 7 7r8s 2032 Abp 300 7.39%
Deb 7 1/25 2033 AAA 300 7.09%
Deb 6 3/4s 2033 AAM 400 6.81%
Deb 7 5/8s 2035 A 300 7.16%
Deb 5 855 2045 AAA 300 5 90%
Deb 7s 2095 AAA 500 6.53%
Nis 6 1/2s 2000 AAA 275 5 B66%
Nis 6 1/4s 2003 AAA 450 551%
Nts 6 3/85 2004 AAA 200 6 01%
Nis 7s 2005 AAA 150 6.00%
Nts 6 1/2s 2005 AR 300 5985%
Southern Bell Tel. & Tel Telecommunications
Deb 4 3/4s 2000 AAA 100 5.69%
Deb 4 385 2001 ARA 75 6.12%
Deb 4 3/8s 2003 AR 70 6 04%
Deb 6s 2004 AAR 100 597%

Weighted Average: 6 42%

Source  Standard & Poor's Bond Guide, September 1958




Updated Aftactiment JH.- b

GTE Bond Yields
S&P DEBT RATING Debt Outstanding  Yield to Maturity
N as of 8/31/98 at Par (mil §) as of BI31/58
GTE California
Deb "A' 5 5/8s 2001 A 300 562%
Deb 'B' 6 3/ds 2004 AL 250 581%
Deb'C'B8.07s 2024 Al 250 728%
Deb "D’ 75 2008 b 100 607%
Deb 'E'6.70s 2009 A 300 6.15%
Deb 'F" 6 3/4s 2027 Al 200 6.61%
GTE Corp,
Deb. 9.3/8s 2000 A 500 565%
Deb 910s 2003 A 500 575%
Deb 6 36s 2006 A 450 6.05%
Deb & 46s 2008 A 250 6.18%
Deb 7 51s 2009 A 500 6.13%
Deb 6 B4s 2018 A 600 6 T6%
Deb 10 1/45 2020 A 400 B 92%
Deb 8 3/45 2021 A ano 6 61%
Deb 7.83s 2022 A 500 1 20%
Deb 7.905 2027 A 500 7.26%
Deb 6 945 2028 A 800 EB1%
M-T Nis ‘A’ 6395 2000 A 100 5 79%
M-T Nis 'A’' 6 565 2002 A 105 5 88%
M-T biis ‘A’ 6805 2005 £ 75 6. 14%
GTE Florida
Deb 'A'6 31s 2002 A 200 581%
Deb'B' 7 415 2023 A 200 6. B865%
Deb 'C' 7 1/45 2025 A 100 6 545
Deb "D’ 6 1745 2005 A 100 5.99%
Deb 'E’' 6865 2028 At 300 6 52%
General Tel Florida Now GTE Fiorjda)
151 BB B ¥/8s 2027 MR 750 T.98%
GTE Hawaiian Tel
1st BB 6 /45 2005 A 125 6.02%
Deb A’ Ts 2006 A, 150 6.21%
Deb 7 3/8s 2006 A 150 6.21%
GTE North Inc.
151 B 1/25 2001 AA- 250 T71%
Deb ‘A’ 65 2004 Ak 250 581%
Deb 'B' 5 1/25 99 MRS 200 577%
Deb 'C' 7 5/8s 2026 AA- 200 7.n5%
Deb 'D’ 6 90s 2008 L 250 6 19%
Ceb ‘E' 6.40s 2005 Al 150 5.90%
Deb 'F 6 3/85 2010 LS 200 6 14%
Deb 'G'6.73s 2028 A 200 6 56%

General Tel. Michigan (Now GTE North)




Updated Aftachmen! 1H.1b
GTE Bond Yields

S&P DEBT RATING Debt Outstanding  Yield to Maturity

_ as of 8/31/98 at Par (mil §) as of B/31/98
1s1 B8 1125 2006 AA 250 B 05%
Genoral Tel Midwest (Now GTE North)
1st1 B 1/8s 2007 NR 200 7.69%
GTE Northwest
151 FF 6 1/8s 88 AR 125 583%
Deb A T 3/8s 2001 bt 200 563%
DebB 7 7/8s 2026 A 175 7.16%
Deb 'C' 6.30s 2010 A 175 6 10%
General Tel_Northwest (Now GTE Northwest)
ist BB 8 3/4s 2016 NR 75 B 8%
GTE South Ine.
Deb 7 1/4s 2002 AA. 150 5 BOS:
Deb 'C' 65 2008 Ak 125 6.12%
Deb 'D" 7 1/és 2026 Al 250 6 .99%
Deb 'E'6 1/8s 2007 AA- 225 6 14%

General Tel. South {Now GTE South Inc.)

ist U 7 5/8s 2002 NR 21.0 7.28%
GTE Scuthwest
151 B 1/2s 2031 A 1000 & 58%
Dab ‘A’ 5,825 '99 Ak 2500 571%
Deb 'B' 6 545 2005 Ah- 2500 6 00%
Deb 'C' &5 2006 AA. 1500 5 94%
Deb 68 235 2007 AR, 150.0 6.04%
Weighted Average: B 46%

Sowrce Standard & Poor's Bond Guide, September 1064




Updeted Alachmeni JH-3¢

Sprint Bond Yields

S&P DEBT RATING Debt Outstanding  Yield to Maturity

as of 8/31/98 at Par (mil §) as of 8/31/98
§Erfnl E@E
Deb 9 1/4s 2022 A 200 6 50%
Nis 8 1/8s 2002 A= 150 558%
United Telecommurn.cations (Now Sprint Corp)
Wis 9 3/4s 2000 A 250 565%
Nis 8 1/25 2003 A 200 562%
United Tel Co (Florida)
151 DD 7 1/4s 2004 A 50 5B83%
1s1 EE 6 1/45 2003 A 70 567T%
1st FF 6 7/8s 2013 A 60 627%
15t GG 7 1/8s 2023 A 75 B.44%
United Tel Co (Ohio)
1st BB 6 5/8s 2002 A+ 60 6 34%
15t DD 5 7/8s 2000 As 30 564%
1st EE 6 1/25 2005 At a5 5 BEYW
United Tel Co (Penna)
1s1Y 7 3/8s 2002 NR 55 573%
ented Capital (Gid b fCo

Deb 95 2019 A- 150 6 53%
Carolina Tel & Tel.
Deb 5 3/4s 2000 At 50 5 54%
Deb 6 1/8s 2003 As 50 566%
Deb 7 1/4s 2004 A+ 50 574%
Deb 6 3/45 2013 A+ 50 6 22%
Deb 9s 2018 A+ 50 8 55%

Weighted Average: 603%

Source  Standard & Pour's Band Gurde, Seplember 1838




Hirshleifer Cost of Equity Exhibit (JH-4)

ATT and MCI have not asked cost of capital expert John Hirshleifer 1o
update Hirshleifer Exhibit JH-4 regarding the cost of equity to August 11,
1998 because this analysis would require the purchase of additional data from
at least three different data sources and would cost several thousand dollars
However, mterest rates have declined sigmficantly since December 31, 1997,
the date at which Mr. Hirshleifer's cost of equity was calculated. For
example, 30-year treasury bond yields were 5.93% at 12/31/97 and such
yields fell to 5.30% at 8/31/98 (at 10/9/98 the 30-year ireasury bond vield
was 5.12%). Given that the costs of equity are generally expected to move in
concert with movements i interest rates, Mr. Hirshleiler would anticipate
that the costs of equity from 12/31/97 1o 8/31/98 would be approximately 60

basis points lower for the telephone holding companies.



CERTIFICATE OF SERVICE

1 HEREBY CERTIFY that a copy of the foregoing was furnished
to the following parties by U.S. mail or hand delivery(*) this 14th

day of October. 1998.

Will Cox
Division of legal Services

Florida Public Service Commission

2540 Shumard Oak Boulevard
Tallahassee, FL 32399

Charles J. Beck

Deputy Public Counsel
Office of Public Counsel
¢/o The Florida Legislature
111 West Madison Street
Hoom B12
Tallahassee, F1 32399

Tracy Hatch, Esquire

ATET

101 N. Monroe Street, Suite 700
Tallahassee, F1 312301

Joseph A. McGloethlin
Vicki Gordon Kaugman
McWhirter, Reeves, McGlothlin

Davidson, Rief & Bakas, F.A.

117 5. Gadsden
Tallahassee, FL

Street
32301

Floyd R. Self, Esq.

Messer, Caparello & Self, P.A.
415 5. Monroe S5t. Ste 701
Tallahassee, FL 32301

Mr. Brian Sulmonetti

WorldCom, Inc.

1515 5. Federal Hgy, Suite 400
Boca Raton, Florida 33432

Robert G. Beatty

Nancy B. White

cfo Hancy H. Sims

150 5. Monroe St., Suite 400
Tallahassee, FL 32301

Michael A. Gross

Office of The Attorney General
PL-01 The Capitol

Tallahassee, FL 32399=10%0

Kimberly Caswell

GTE Florida Incorporated
P.0. Box 110, FLTCOOO7?
Tampa, FL 31601-0110

Patrick Knight Wiggins
Donna L. Canzano

Wiggins & Villacorta, P.A.
2145 Delta Boulevard
Suite 200

P.0O. Drawer 1657
Tallahassee, FL 1312302

Steve Brown

Intermedia Communications Inc,.
1625 Queen Palm Drive

Tampa, FL 31619-1309

David B. Erwin

127 Riversink Road
Crawfordville, FL 32327
Tom McCabe

F.0. Box 189

Quincy, Florida 323153-0189

Mark Ellmer

P.O. Box 220

502 Fifth Street

Port s5t. Joe, Florida 32456

Robert M. Post, Jr.
F.0O. Box 227
Indiantown, Florida 34956

Kelly Goodnight

Frontier Communications
180 South Clinton Avenue
Rochester, HNY 14646

Lynn B, Hall
Vista-United Telecommunications
P.O. HBox 10180

Lake Buena Vista, FL 32830




J. Jeffry Waiilen
Ausley & M:zMullen
P.0O. Box 391
Tallahassee, FL 2312302

Lynne G. Brewer

Northeast Flriida Telephone Co.
P.0O. Box 485

Macclenny, FL 32062-0485

Harriet Eudy

ALLTEL Florida, Inc.
F.O. Box 550
Live Oak, FL 12060

Laura L. Gallagher

Vice President-Regulatory Affairs
Florida Cable Tel. Asso.

310 N. Monroe Street
Tallahassee, FL 32301

Paul Kouroupas

Michael McRae, Esq.

Teleport Com. Group, Inc.

2 Laftayette Centre

1133 Twenty-First Street, N.W.
Suite 400
Washington, DC 20036

Suzanne F. Summerlin, Esq.
1311-B Paul Russell Rd., Ste.201
Tallahassee, FL 32301

Charles 7. Rehwinkel

Sprint-Florida, Incorporated
P.O. Box 2214

M5: FLTLHOO107

Tallahassee, FL 32316

Norman H. Horton, Jr.

Messer, Caparello & Self, Esq.
215 5. Monroe Street

Suite 701
Tallahassee, FL 32301-1876
James C. Falvey, Esq.
e.spire(TM) Communications, Inc.
133 Naticnal Business Parkway
Suite 200

Annapolis Junction, MD 20701

LRL__ 1 |
N

Feter M. Dunbar, Esq.
Barbara D. Auger, Esq.
Pennington, Moore, Wilkinson,

Bell & bunbar, P.A.
P.O. Box 1009%
Tallahassee, FI. 32302

Carolyn Marek

Vice President of Regulatory Affairs
P.O. Box 210706

Time Warner Communications
Nashville, TN 37221

Charles Murphy
Booter Imhof
Utilities and
Committee

428 House Office Bullding
402 5. Monroe Streot
Tallahassee, FL 32399-11300

Communications

Brian P. Farley

Cellier, Shannon, Rill & Scott, PLLC
3050 K. Street WW
Washington, D.C. 20007
John Fons

Ausley & McMullen

P.0. Box 3191

227 5. Calhoun Street

Tallahassee, FL 212302
'T 21'9 ,r-_\-b'
Attorney
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