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By the Chief, Common Carrier Bureau:
I. Introduction

1. Under Part 43 of its Rules, Reports of Communications Common
Carriers and Certain Affiliates, the Federal Communications Commission
requires telephone companies to file certain financial, corporate, and
statistical data on an annual basis.! The required form for such filings is
entitled Annual Report Form M (Form M).2

2. On September 9, 1988, the Chief, Common Carrier Bureau, released
an Order Inviting Comments (0IC) proposing revisions of Form M.3 The
revisions were proposed because recent changes in the Commission's accounting
requirements for telephone companies had made the existing Form M obsolete,
and a significant volume of information contained therein, while still
necessary for regulatory purposes, could not be accommodated in the automated
reporting and managiment information system (ARMIS) the Commission had adopted
in CC Docket 86-182." In the QIC, a total of 15 schedules were proposed for
elimination. It was also proposed that four new schedules be added and that
all other Form M schedules be revised and retained.

1 47 C.F.R. §43.21.
2  See U7 C.F.R. §1.785(3).

3 Revision of Annual Report Form M, Order Inviting Comments, DA 88-1218
released September 9, 1988.

y. Reporting Requirements for Certain Class A and Tier 1 Telephone Companies
(Parts 31, U43, 67 and 69 of the FCC's Rules) CC Docket No. 86-182, 2 FCC
Red 5770 (1987) (ARMIS Order), modified on recon., 3 FCC Red 6375 (1988)
FCC 88-311 (released October 14, 1988) ARMIS Reconsideration Order.




3. This Order establishes the new Form M based on the proposal in
the OIC and the comments received. It eliminates 22 of the old Form M
schedules. The information contained on these 22 schedules that is still
needed for regulatory purposes is incorporated, for the most part, into six
new replacement schedules. In addition, three entirely new schedules have
been added. All other schedules are revised in varying degrees and retained.
Viewed in terms of the number of schedules contained in the Form M, there is
a reduction from 58 to 45. Also, the proposal to require certain depreciation
data on proposed Schedule 14A on a state-by-state basis has not been adopted,
thus greatly reducing the proposed volume of depreciation data.

I11. Background

4. On September 17, 1987, the Commission released the ARMIS Order
establishing ARMIS for local exchange carriers to provide for easy,
Commission-wide access to reliable consistent data. Such automation was
intended to make regulation of these companies more effective by facilitating
the timely and efficient analysis of revenue requirements and rates of return,
providing for an improved basis for audit and other oversight functions and

enhancing the Commission's ability to quantify the effects of alternate policy
proposals.

5. When the Commission established the initial requirements in the
ARMIS Order, it also considered adopting the Form M in toto as part of the
annual reporting requirement. However, it decided instead to identify, and
require automation of, only the information for which automated reporting
was most immediately important. It delayed the inclusion of the entire Form M
in the automated reporting requirements, pending further study for four
reasons: (1) the Form M was based on the old USOA accounting definitions; (2)
. some Form M schedules did not lend themselves to automation; (3) other
. schedules were too seldom used to justify automation; and (4) the Commission
believed it should not impose additional reporting burdens unless a specific
purpose would be served thereby.5 In order to update the Form M and further
accomplish its goal of automating data collection, the Commission directed the
Bureau to review the current Form M to determine which schedules are no longer
needed, which schedules require revision, and which new schedules must be
added. The Commission also directed the Bureau to decide which schedules

should be automated and to incorporate them in the automated reporting
system.

5 I1d. ARMIS Order at 5T74-5.

6 Id. ARMIS Order at 5775. Authority to propose changes to the Part 43

reports, including the Form M, was delegated to the Common Carrier
Bureau.



6. The Bureau issued the 01> on September 9, 1988, and interested
parties were invited to provide comments by October 12, 1988 and reply
comments by October 27, 1988. The reply comment date was later extended to
November 4, 1988. Comments were received from 17 parties and reply comments
were received from ten parties (see Attachment A).

7. Most parties generally supported the Bureau's efforts, but
suggested that the Bureau did not go far enough in its effort to reduce
reporting burdens and that several proposed schedules required additional

explanation or modification before they could be completed and submitted
properly. -

8. We will address these concerns in succeeding paragraphs grouped
according to the action we take with respect to existing schedules we
eliminate or revise.. With respect to the schedules we finally adopt as a
part of the Form M (See Attachment B), carriers will notice that the schedule
numbering scheme has been changed from the original proposal and that the
carrier identification codes have been expanded to four spaces. We have
changed the numbering system to avoid any lingering confusion between old and
new Form M schedules using the same number. In renumbering the schedules
we have used alphabetical prefixes to designate the orientation of the
schedules. For example, the prefix A will be used for corporate and general
information, B for balance sheet oriented schedules, I for income statement
oriented schedules, and S for statistical schedules. The expansion of the
carrier code spaces will permit use of the same ARMIS study area codes
prescribed for operating companies that were recently established in Docket

86-1827 and thereby set the stage for future incorporation of additional
schedules into ARMIS.

I1I. Confidential Treatment of Reported Data

1. Proposal

9. The QIC did not propose confidential treatment of any of the
data proposed in the revised Form M. AT&T, BellSouth, Pacifie Telesis and
SNET express concern about public disclosure of some of the data proposed
to be reported in the revised Form M and recommend confidential treatment
of the data about which they are concerned. AT&T is concerned about public
disclosure of data required on numerous proposed schedules. Pacific Telesis
is concerned about public disclosure of nonregulated revenues required on

7 Automated Reporting Requirements for Certain Class A and Tier 1 Telephone
Companies (Part 31, 43, 67 and 69 of the FCC's Rules) DA 88-2066,
released January 6, 1989 (ARMIS USOA Order).




the proposed Schedule 11, Income Statement Accounts. In addition, both
BellSouth and Pacific Telesis express concern about reporting investment data
on proposed Schedule 17, Receivables and Investments - Affiliated and
Nonaffiliated Companies. Finally, SNET alleges that reporting of membership

fees and dues on proposed Schedule 42 is proprietary and should be held
confidential.

2. Comments

0. AT&T argues that Schedule 10, Balance Sheet Accounts, and
Schedule 14A, Analysis of Entries in Depreciation Reserve, would provide
specific plant and equipment investment data which would provide its
competitors with valuable information about its internal resource allocations
and investment priorities. It also states that Schedule 11, Income Statement
Accounts, would provide a detailed disaggregation of the sources of AT&T's
revenues (e.g., long distance inward, long distance outward, long distance
private network) and costs (e.g., analog electronic expense, digital
electronic expense, operator systems expense) which would give competitors a
useful profile of its costs of doing business and thereby cause AT&T
competitive harm. AT&T lists 11 other schedulesS that disclose network plant
additions and retirements which it alleges would be competitively harmful
if disclosed. Finally, AT&T identifies six schedules?d that disclose sales and
demand data which it claims would be competitively harmful if disclosed.

‘ 11. Pacific Telesis is concerned that Schedule 11, Income Statement
Accounts would disclose information about its nonregulated products and
services which would be competitively harmful. It acknowledges that the data
reported for nonregulated services would be aggregated into a few accounts on
the schedule. It claims, however, that in the early periods of providing
competitive products, a carrier may have limited numbers of products and the
proposed reporting may be insufficient to protect proprietary information even

8 Schedule 12B, Analysis of Credits for Telephone Plant Retired; Schedule
12C, Analysis of Entries in Property Held for Future Telephone Use;
Schedule 13A, Analysis of Telephone Plant Acquired; Schedule 13B,
Analysis of Telephone Plant Acquisition Adjustments; Schedule 13C,
Analysis of Telecommunications Plant Purchased From or Sold
to Affiliates; Schedule 14C, Bases of Charges for Depreciation; Schedule
15, Analysis of Entries in Amortization Reserve; Schedule 22, Deferred
Charges; Schedule 30A, Other Deferred Credits; Schedule 50, Qutside
Plant Statistics; and Schedule 56, Interstate Private Line Statisties.

9 Schedule 53, Telephone Calls; Schedule 57, Overseas Telephone and Related
Services; Schedule 36A, Other Operating Taxes; Schedule 36B, Prepaid
Taxes and Tax Accruals; Schedule 36D, Excise Taxes Collected from Users;
and Schedule 40, Advertising.




when it is reported on an aggregated basis. If some material benefit to the
Commission results from the reporting of nonregulated revenues in Form M,
Pacific Telesis suggests that the Commission can permit a carrier to protect
its information by using a method similar to that provided under the ARMIS
reporting scheme, which it claims would be administratively preferable to the
protection of confidential information available through Freedom of
Information Act (FOIA) procedures established in the Commission's rules. 10
Also, Pacific Telesis claims that the reporting of nonregulated revenues could
be eliminated from Form M without diminishing the information available to the
Commission because the same information would be available in the ARMIS
Quarterly Report and ARMIS USOA Report filings.'l

12. BellSouth and Pacific Telesis both objeet to the diseclosure of
undistributed earnings or losses of affiliates on Schedule 17 for essentially
the same reasons. Both allege the information is proprietary and not
necessary for any regulatory pur-poses.12 SNET believes information relating
to membership fees and dues is not necessary for any regulatory gurpose and
believes this information should be granted proprietary treatment.

3. Discussion

13. The concern of Pacific Telesis as it relates to Schedule 11
focuses on the disclosure of nonregulated revenues, Pacific Telesis
acknowledges, however, that nonregulated revenues are aggregated on the
proposed Schedule 11. In our view it would be a difficult task for
competitors to relate specific revenues to particular nonregulated activities

10 Pacific Telesis comments at 9. Under the ARMIS method, carriers submit
two report versions, a public version and a confidential version. The
public version simply does not contain the data for which the carrier is
seeking proprietary treatment. The Commission's FOIA procedures referred
to by Pacific Telesis are set out in 47 C.F.R. §0.461.

11 1d. at 8.

12 BellSouth reply comments at 2-3 and Pacific Telesis reply comments at 12.

13 SNET comments at 4. The information SNET believes is proprietary has
been included in Form M reports for many years. SNET does not elaborate
on what has occurred that would now warrant proprietary treatment nor
does it make any allegation of competitive harm. As a result, in Section
V-U of this Order we adopt the reporting of membership fees and dues
substantially as proposed because these expenses are of interest for
ratemaking purposes. See Amendment of Part 65 to Prescribe Components of

the Rate Base and Net Income of Dominent Carriers, Report and Order 3 FCC
Red 269 (1987).




from the data proposed in Form M. Moreover, we do not believe the procedures
adopted for confidential treatment of data in ARMIS wherein sensitive data is
deleted from - a public version of the report would be desirable for Form M.
The use of that methodology for confidential treatment would have undesirable
consequences which would extend beyond the accounts over which Pacific Telesis
expresses an immediate concern and would effectively end the usefulness of
Schedule 11 to the public. For example, Account 5280, Other Nonregulated
Revenue, cannot simply be unreported without having an effect on other amounts
such as total operating revenues. If the correct total operating revenues
were reported, one could simply deduct the sum of the other operating revenue
accounts from total operating revenues to determine how much was omitted in
Account 52B0. Thus, the omission of one account would lead to the omission
of other data or the unpalatable alternative of reporting incorrect totals,
such as total revenues which in turn would yield an incorrect net income.

For these reasons we will not follow the deletion procedures adopted in ARMIS
for Form M purposes.

14. BellSouth and Pacific Telesis are concerned that Schedule 17
would disclose the reporting carriers' share of undistributed earnings or
losses of affiliated companies, which they believe is proprietary and should
not be available for public inspection. It is our view that this reporting is
necessary in monitoring the provision of regulated services because it forms a
part of the complete picture of the relationships between a carrier and its
affiliates and because substantial and continuing losses of particular
affiliates might otherwise go unnoticed until they achieved a potential for
harm to the provision of regulated services. The comments of BellSouth and
Pacific Telesis do not elaborate on why such reporting should be given
confidential treatment. As a result, we will not establish such a policy here
with respect to the earnings and losses of affiliates. Such issues are more
appropriately addressed in a separate forum. 'If BellSouth, Pacific Telesis or
any other carrier believes such disclosure would be harmful, they can request
confidential treatment pursuant to the procedures described in Section 47
C.F.R. 0.459 of the Commission's rules.

15. AT&T has not presented a persuasive argument for confidential
treatment of its Form M data. AT&T's recommendation for confidential
treatment is much broader than the recommendations made by BellSouth or
Pacific Telesis. AT&T recommends confidential treatment of data related to
its regulated activities reported on 20 different schedules. Moreover, this
information has been, for the most part, reported by AT&T for many years
(including more than 5 years since divestiture) in only a slightly different
format. Changes have largely been made to clarify definitions and to provide
information consistent with the new USOA and current technology.

16. The information in the revised Form M is needed by this
Commission to regulate the carriers' regulated activities. Moreover, the
public has relied on Form M in the past to evaluate the carriers' operations
and the results of regulation. We do not believe the changes proposed in this
proceeding should be used as a basis of withholding the data. Such action



would not only deprive the public of cata it has relied upon in the past, it
would also encumber this Commission's use and handling of the data in
performing its regulatory functions. Accordingly, AT&T's recommendation for
confidential treatment of Form M data will not be adopted. As with the other
carriers, if AT&T believes that disclosure of specific information they are
providing would be harmful, they can still seek relief pursuant to
confidential treatment procedures described in Sections 47 C.F.R. 0.459 of the
Commission's rules.

IV. General Information Schedules

1. Proposal

17. Form M currently contains the following General Information
Schedules:

General Instructions

Schedule 1, ldentity of Respondent

Schedule 2, Control Over Respondent

Schedule 3, Board of Directors

Schedule 4, Principal General Officers
Schedule 5, Voting Powers and Elections
Schedule 6, Stockholders

Schedule 7, Important Changes During the Year

18. The QIC proposed to retain these schedules but with appropriate
modifications to correct references to make them consistent with rule changes
such as the replacement of Part 31 with Part 32. It also proposed to
eliminate the requirement to file Schedules 3 and 4 for individual respondents
who (a) file individual Form 10-K/Annual Reports with the Securities and
Exchange Commission (SEC) and (b) file a copy of the Form 10-K/Annual Report
as an attachment to the Form M Report. Disclosures of Directors and Executive
Officers in Form 10-K/Annual Reports include the name of the officers and
directors, their ages, information on their terms of office and their
positions with the company. It was tentatively concluded that these
disclosures would be adequate for the Commission's regulatory purposes.
Individual respondents who did not file Form 10-K/Annual Reports would be
required to file Schedules 3 and 4 as shown in QIC Attachment C.

2. Comments

19. Commenting parties generally agree with the elimination of
requirements to file Schedules 3 and 4 as proposed by the Bureau., | However,

14 For example, Centel comments at 3; USTA comments Attachment 1, at 1.



USTA requests that the schedules proposed for use by carriers not filing SEC
Form 10-K/Annual Reports be modified to include only the information reported
in the Form 10-K, since the Bureau has tentatively concluded that the
information in the Form 10-K is adequate for the Commission's regulatory
purposes.15 In addition, USTA recommends that companies with a single
stockholder not be required to provide proposed Schedule 6, Stockholders.
USTA contends that if a company is owned by a single stockholder then the
name of the stockholder would be reported in Schedule 2, Control Over
Respondent, as the entity controlling the carrier and would be reported again
as the only stockholder on Schedule 6. USTA also requests that Item 3 of
Schedule 7, Important Changes During the Year, be reworded to require that
a service territory map be included only when changes in territory have

occurred and that carriers be rquxired to disclose any change in accounting
standards adopted during the year.!

3. Discussion

20. Since commenting parties are in general agreement with the
tentative conclusion that the information on directors and executive officers
in the SEC Form 10-K/Annual Report could be used in place of the information
on Schedules 3 and 4, we will not require those carriers who file an SEC Form
10-K/Annual Report at the operating company level to file Schedules 3 and
4, provided that they file an SEC Form 10-K/Annual Report with their Form M.
We agree with USTA that Form M Schedules 3 and 4, in their proposed format,
require information beyond what is submitted in the SEC Form 10-K/Annual
Report. We do not believe this additional information is necessary.
Therefore, we have decided to amend the schedules and the instructions so as
to make information required in these schedules more comparable to the

information on directors and executive officers contained in the SEC Form
10-K/Annual Report.

21. Thus, from proposed Schedule 3, we delete (1) the number of
meetings attended during the year, (2) fees paid during the year, (3) number
of directors provided for by the charter or by-laws, as amended, (4) number
of directors required to constitute a quorum, and (5) a statement of the
powers and duties of the executive committees. We also delete information
from Schedule 4 that exceeded the information required in the SEC Form 10-
K/Annual Report. Because these deletions greatly reduce the amount of
information that we continue to collect on directors and officers, the
remaining information has been combined into one schedule to be filed by
companies not filing SEC Form 10-K/Annual Report. This new schedule, shown in

15  1d. USTA.

16 USTA comments Attachment 2, at 1.



Attachment B of this Order, is entitled Schedule A-3, Board of Directors and
General Officers.

22. Regarding Schedule 6, we agree that in the case of companies
with a single stockholder, the name of the controlling company would be
reported on both Schedules 2 and 6. However, we do not believe this is a
sufficient reason for relieving these carriers from filing shareholder
information, which we believe should remain an integral part of Form M. The
requirement to identify one company on Schedule 6 does not appear to be a
burdensome requirement., In the Form M Report shown in Attachment B, we have
included this stockholder report as Schedule A-5 and will require it to be
filed by all reporting companies.

23. Finally, we do not grant USTA's request that item 3 of Schedule
7 be reworded to require a new service territory map only when changes in
territory have occurred. These service territory maps are useful to the
Commission's staff and users of Commission public reference facilities. The
current requirement to supply a service territory map when changes occur and
in years ending in 0 or 5, is imposed because it matches with our cycle for
retiring records to Federal Records Centers. The requirement to supply a
service territory map every 5 years assures that a service territory map will
appear with Form M Reports on hand and available for inspection at the
Commission. Because this requirement assures the availability of a service
territory map, we retain the existing requirement. We do, however, adopt
USTA's suggestion that a requirement be added to report any change in
~accounting standards adopted during the year. We believe such a requirement
will assist users of the Form M in understanding the reported financial
results of operations. Following the new numbering format, this schedule is
included in Attachment B as Schedule A-6.

V. Financial and Accounting Schedules

A. Overview

24, The current Form M has 42 schedules for filing financial and
accounting data. These schedules include Schedule 10, Balance Sheet and
Schedule 11, Income and Retained Earnings Statement. The remaining financial
and accounting schedules provide detailed analyses of various balance sheet or
income statement accounts. The QIC proposed a new expanded Schedule 10,
Balance Sheet Accounts and expanded Schedule 11, Income Statement Accounts,
which together would report all Part 32 account balances, as well as summary
data on plant activity during the year and expense matrix data. It was
tentatively concluded that, as proposed, the revised Schedules 10 and 11 would




eliminate the need for six of the supporting analytical schedules.7 In
addition, the QIC proposed revision, and in some cases elimination, of the
remaining balance sheet and income statement supporting schedules. Because
many comments were received on the various proposals, we have for purposes of
presentation, grouped schedules according to the nature and extent of the
comments received. A summary of the proposal, a summary of the comments,
and a discussion are presented for each grouping.

B. Balance Sheet Accounts and Elimination of Certain Related Schedules

1. Proposal

25. In the Q0IC, we proposed the elimination of Schedule 124,
Analysis of Telephone Plant Accounts; Schedule 31, Retained Earnings Reserved;
Schedule 32, Dividends Declared; and Schedule 33, Analysis of Entries in Other
Capital and Retained Earnings Accounts. The data contained on these schedules
that would still be needed for regulatory purposes would be captured on a
revised multi-page Schedule 10, which would disclose year end balances for
all balance sheet accounts and include beginning balances, additions,
retirements, and transfers and adjustments for telecommunications plant
accounts. Data on retained earnings and dividends would be included in space
provided at the end of the proposed multi-page schedule.

2. Comments

26. SNET, SWB, GTE, Ameritech, Bell Atlantic and USTA note that
proposed Schedule 10, Balance Sheet Accounts duplicates to a large extent
the ARMIS USOéX Report and believe that the Commission should eliminate this
duplication.1 Ameritech, USTA and SNET believe that by modifying the ARMIS
USOA Report to include the plant account activity and retained earnings, the

new Schedule 10 would be unnecessar¥.19 USTA and SNET, however, prefer the
elimination of the ARMIS USOA Report.<0 '

17  Schedule 12A, Analysis of Telephone Plant Accounts; Schedule 31, Retained
Earnings Reserved; Schedule 32, Dividends Declared; Schedule 33, Analysis
of Entries in Other Capital and Retained Earnings Accounts; Schedule 34,
Other Revenues; and Schedule 35, Operating Expenses.

18 SNET comments at 3; SWB comments at 2; GTE comments at 4; Ameritech
comments Attachment A; Bell Atlantic comments at 3; USTA comments
Attachment 1, at 5; SWB reply comments at 2.

19 Ameritech comments Attachment A; USTA comments at 5; SNET comments at
3.

20 Similar comments were made with respect to proposed Schedule 11, Income
Statement Accounts; See V-C of this Order. '
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27.  Ohio agrees that new Schedule 10 can effectively replace the
old Schedule 10.21 However, both Ohio and NYDPS propose adding two additional
column headings for certain pages to show the year-end balance from the
preceding year or the beginning balance from'the current year, and the
increase or decrease in account balances from the preceding year. However,
because of the change in the accounting system necessitated by the revised
Part 32, which became effective January 1, 1988, Ohio believes the companies
should be granted an automatic waiver from using these two additional columns
in the first year the new Form M is in effect.22 NYDPS suggests that the
reporting of the beginning balances and changes from the preceding year should
be restored to the proposed balance sheet because it believes this information
would be especially useful for tracking the transition from the old accounts
under Part 31 to the new accounts under Part 32. Further, NYDPS believes
that this reporting should not be unduly burdensome since all carriers are
required to_transfer amounts contained in the old accounts to the new account
structure.?3  In addition, NYDPS believes that including the complete list of
the plant accounts and an analysis of plant activity on the balance sheet
disrupts the flow of basic financial data and exceeds the general scope and
purpose of a balance sheet statement. NYDPS contends such information is
more appropriate for a supporting schedule.2¥

28. 1In response to NYDPS and Ohio requests for changes to Schedule
10, USTA contends that demands for restated prior year balances to track
the changes from Part 31 to Part 32 would be most burdensome.25  BelSouth
believes that Form M will be automated in the future, and because of this it
would serve no useful purpose to restate data from the preceding year since
the data could be mechanically accessed and compared if necessary. BellSouth
and NYNEX note that Ohio believes it is not feasible to compare 1987 data
to 1988 data, because of the changeover in the accounting system necessitated

21 Ohio comments at 3.

22 1d. at 3. Ohio would add these columns on pages 1, 4, and 5 of Schedule
10.

23 NYDPS comments at 9.
24 1d.

25 USTA reply comments at 6.

- 11 -



by the revised Part 32.26 Several other commenting parties also made
suggestions of a relatively minor editorial nature.

3. Discussion

29. The concerns the carriers have expressed over duplicative
reporti_f were recently addressed in the ARMIS USOA Order released in Docket
86-182.2 In the ARMIS USOA Order, we modified the ARMIS USOA Report (Form
43-02) by adding data on regulated plant accounts, the retained earnings
account and the expense matrix required by Section 32.5999(f) of the
Commission's rules. These changes, brought Tables I and 11 of the ARMIS USOA -
Report into alignment with what had been proposed, respectively, for Schedules
10 and 11 in the OIC. We also modified the ARMIS USOA Report filing
requirements so that carriers may file a paper copy of the ARMIS USOA Report
as a part of the regular Form M filing. The general instruction of the Form M
that we adopt in this Order will incorporate ARMIS instructions by reference
and permit carriers to identify Table I as Schedule B-1 and Table 11l as

Schedule I-1. Thus, the concerns expressed by the carriers over duplication
of these schedules should be resolved.

- 30. AT&T is not required to fileb the ARMIS USOA Report but is
required to file the Annual Report Form‘H In meeting the obligation to
file the Form M, we will require AT&T to file a paper copy of the ARMIS USOA
Report in the format prescribed for the local exchange carriers in the ARMIS
USOA Order. The ARMIS USOA Report, as we noted earlier, is now virtually
identical to the new Schedules 10 and 11 we proposed in the 0IC. For this
reason, we do not believe this departure from the 0IC will be prohibitively
burdenaome to AT&T. Moreover, as will be discussed eilsewhere in this Order,
this change would be in consonance with the Office of Management and Budget's

request to incorporate as much of the Form M reporting as possible under the
ARMIS umbrella.

31. In adopting the revised Form M, we are making a conscientious
effort to balance the needs of users with the burdens we are imposing. The
suggestions made by Ohio and NYDPS for additional columns on a multi-page

26 BellSouth reply comments at 4-5; and NYNEX reply comments at 5.
27 See note 7, supra.

28 COMSAT also files a Form M Annually. In its comments COMSAT seeks

' clarification as to whether the proposed revised Schedules 10 and 11 are
applicable to COMSAT. Since COMSAT is not required to adopt the
Commission's Uniform System of Accounts, we will permit it to continue
filing in the FORM M format they currently use.

- 12 -



schedule are clearly for the benefit of users and run counter to our effort
to avoid duplication. If schedules were modified to include year end balances
for the preceding year or the beginning balances for the year covered by the
report, there would be a continuing duplication of information already
reported for the preceding year for more than one hundred lines of data. If
users are in need of this information they can simply refer to the reports of
the preceding year from the ARMIS data base or the paper copy of the ARMIS
USOA Report filed in the Form M for the preceding year. Even if we were to
adopt the NYDPS suggestion to add columns for beginning balances and increases
or decreases from the preceeding year, we see that a massive revision would
be required to accomplish the Part 31 to Part 32 transition monitoring purpose
that NYDPS describes. The year end balances for 1987 would not be
satisfactory because they would not reflect the Part 32 accounting system
which went into effect on January 1, 1988. 1In order to have any meaning,
additional account numbers and account titles from Part 31 would have to be
added, and they would be useful for only one year. Because of the unnecessary
duplication and the burden that would be associated with trying to achieve the

results desired by NYDPS, the suggestions for additional columns will not be
adopted.

32. Also, we will not make the modifications suggested by NYDPS
to move details on plant accounts to other supporting schedules. By including
columns for additions, retirements and transfers and adjustments, we were
attempting to minimize the number of Form M schedules needed to supplement
ARMIS reporting. We recognize that the expanded plant account information
will include details not normally set out in a balance sheet presentation.
However, in this case, we believe the benefits of our efforts to maximize
the usefulness of the ARMIS USOA Report outweigh any presentational benefit of
having a more condensed balance sheet presentation that is different from
the ARMIS Report and accompanied by additional supplemental Form M schedules.

C. Income Statement Accounts and Elimination of Certain Related Schedules

1. Proposal

33. In the QIC, we proposed elimination of Schedule 34, Operating
Revenues and Schedule 35, Operating Expenses. The data contained on these
schedules that would be needed for regulatory purposes would be captured on a
new multi-page Schedule 11, which would include year-end data on all income
statement accounts and include columns for expense matrix data on salaries

and wages, benefits, rents, and other expenses as prescribed in 47 C.F.R.
§32.5999(f) .

2. Comments

34. Ohio suggests that the Commission make available plant specific
operating expenses on an intrastate basis for those accounts where
depreciation expense is included in expense clearing accounts with other

- 13 -



expenses.29 In reply, Ameritech notes that this is not possible because
clearing accounts are not used to record depreciation expense under Part 32.30
Pacific Telesis makes the same point contending that Part 32 does not require
depreciation expense to be included in plant specific expense accounts.
Pacific Telesis also believes this suggestion to obtain intrastate data is
inappropriate because the Form M is the annual report of the carrier filed
on a total company basis. The Ohio recommendation, Pacific Telesis contends,

would require carriers to provide expense information solely to assist state
r-egulat:or‘s.31

3. Discussion

35. Ohio's suggestion goes well beyond the historical role of Form
M, which has been geared to obtaining total company data, rather than
intrastate data. Moreover, the specifics of the suggestion cannot be
accomplished under the accounting requirements prescribed in Part 32 because,
as the commenting carriers correctly note, depreciation expenses do not flow
through clearing accounts before they are recorded in depreciation expense
accounts. Therefore, we will not expand the ARMIS USOA Report as Ohio
suggests. We will require a paper copy of the ARMIS USOA Report (Table II)
identified as Schedule I-1 to be filed as a part of the revised Form M.

D. Reporting Changes in Financial Position

1. Proposal

36. 1In the 0IC, we proposed a new Schedule 16, Statement of Changes
in Financial Position. The schedule would identify sources and applications
of funds and their effect on working capital during the year.

2. Comments

37. Arthur Andersen recommends that the proposed requirement for a
Statement of Changes in Financial Position be changed to a Statement of Cash
Flows.32 Such a change would be in keeping with changes prescribed by the
Financial Accounting Standards Board (FASB) for published financial statements
.and be in keeping with the Commission's efforts to follow generally accepted
accounting principles to the extent regulatory considerations permit. Arthur

29 Ohio comments at 3.
30 Ameritech reply comments at 7.
31 Pacific Telesis reply comments at 4.

32 Arthur Andersen comments at 1-2.

- -



Andersen cites Statement of Financial Accounting Standards No. 95, Statement
of Cash Flows (SFAS- 95), wherein tie FASB concluded that a Statement of Cash
Flows provided useful information about an entity's activities in generating
cash through operations to repay debt, distribute dividends, or to reinvest to
maintain or expand operating capacity. Further, Arthur Andersen alsoc notes
the FASB conclusion that a Statement of Changes in Financial Position does not
provide users of financial statements with the same information since its
focus is on changes in working capital, which does not necessarily equate
with an entity's ability to generate cash.

38. USTA urges that the proposed Sﬁhedule 16 either not be adopted
or be replaced by a Statement of Cash Flows.3 Among the commenting carriers,
the sentiment is the same.35 1In the comments, attention is also drawn to the
f‘agg that a Statement of Cash Flows is included as a part of the SEC Form 10-
K.

39. Arthur Andersen and the other commenting parties also mention
that the FASB pronouncement permits an option as to presentation. One
presentation approach shows major classes of gross cash receipts and gross
cash payments (the direct method). The other reconciles net income to net
cash flows from operating activity (the indirect method).37 USTA alleges
that the indirect method would be the least burdensome since most companies
have adopted this method for external reporting purposes.3

3. Discussion

40. We have concluded that it is appropriate to require a Statement
of Cash Flows rather than the Statement of Changes in Financial Position
originally proposed. The Statement of Cash Flows will replace the Statement
of Changes in Financial Position in financial statements issued to the

33 SFAS-95 became effective for financial statements published for fiscal
years ending after July 15, 1988.

34 USTA reply comments at 8-9.

35 BellSouth comments at 6; Contel reply comments at 2; and Pacific Telesis
comments at 6-7.

36 Arthur Andersen comments at 1; SWB comments at 2; SNET comments at
3; BellSouth comments at 6; USTA comments at 8; Centel comments at 3;
and Pacific Telesis comments at 6.

37 Arthur Andersen comments at 2.

38 USTA comments Attachment 1, at 4.
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investment community for calendar year 1988. A Statement of Cash Flows has
the advantage of a more refined focus on items which are usually a more
accurate barometer of a company's ability to meet its obligations, distribute
dividends, and make future investments.

B1. Although SFAS-95 provides options for presentation of cash
flows (i.e. direct method versus indirect method), we have decided, in the
interest of uniformity and comparability, to specify a presentation approach.
The information provided on this schedule will be used to make comparisons
among carriers and to compile summaries of reported information. We believe
our ability to use the information in these ways would be compromised unless
a format is prescribed using a single presentation approach. Because, as
USTA points out, most carriers have used the indirect approach, we have
developed a schedule format which incorporates this approach and include it
in Attachment B as Schedule B-2, Statement of Cash Flows. In certain
circumstances we will accept the Cash Flow Statement contained in the SEC Form
10-K. These circumstances will occur when a carrier files its SEC Form 10-K
on an operating company level, supplies a copy of their SEC Form 10-K filing
and follows the indirect approach using the identical format shown on Schedule
B-2 for its SEC Form 10-K. When this occurs the carrier need not complete

the schedule but would annotate that it is identical to the Cash Flow
Statement filed in its SEC Form 10-K. '

E. Reporting of Investments and Receivables

1. Proposal

B2, In the QIC, we proposed to combine certain data contained on
Schedule 17, Investments, Schedule 20, Notes Receivable, and Schedule 21,
Accounts Receivable, into a single schedule identified as Schedule 17,
Receivables and Investments - Affiliated and Nonaffiliated Companies. The
revised Schedule 17 would require individual disclosure of investments in and
receivables from all affiliates and eliminate individual reporting of
receivables from nonaffiliates.

2. Comments

B§3. Ohio disagrees with the proposed consolidation. Ohio believes
that valuable and necessary information would be lost if the three existing
schedules were combined into one.39 However, Ohio does not specifically
‘mention what important information would be lost. NYDPS believes that this
consolidation results in an overcrowded schedule that does not include
essential information now being reported on the current Schedule 17. 0 The

39 Ohio comments at 4.

40 NYDPS comments at 5.
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proposed schedule makes no distinction between permanent investments and
advances; does not disclose earnings/losses of affiliates; nor does it
disclose additions and dispositions during the year. 1In addition, NYDPS
believes that the consolidation of Schedules 20 and 21 into one schedule would
be acceptable only with the provision that activity data, rather than year end
balances, become the focus of the new schedule. Because it does not focus on -
activity data, NYDPS believes that this schedule is inadequate to monitor the
flow of funds between the regulated entity and its affiliates. NYDPS states
that this is a concern that caused the Commission to restructure its
accounting guidelines specifically to discourage such abuses.

By, NYDPS recommends that the Commission retain the existing
Schedule 17, and modify it to show (a) the method of accounting for
investments (cost or equity), (b) equity in the earnings of affiliates
accounted for under the "equity method”, and (c¢) dividends declared by
affiliates being accounted for under the "equity method". 41" NYDPS further
recommends that the receivables and allowance for uncollectibles on the
proposed Schedule 17 be reported on a separate schedule and disaggregated
between affiliated and nonaffiliated companies. In addition, NYDPS requests
that receivables from nonaffiliates be separately identified for the ten
largest accounts. NYDPS believes that this recommendation will ensure
continuity between the data reported on Schedule 17 and the accounts
receivable data on old Schedule 21, It further recommends that receivables
data be revised to include the beginning balances, average month end balance
outstanding, aggregate debit/credit activity, and ending balances for each
affiliate, the ten largest nonaffiliates and all other nonaffiliates in the
aggregate. NYDPS believes that this level of detail will highlight
collection practices and potentially help reveal whether affiliates are
receiving favorable treatment vis-a-vis nonaffiliates. NYDPS believes that
this level of detail is necessary to satisfy the Commission's stated intent
to deter cross-subsidies to affiliates and will improve the regulators'
oversight capab:l.lit:ies.“2

41 Under the "cost method"”, the investor records the investment at cost.
The net accumulated earnings of an investee subsequent to the date of the
investment are recognized by the investor only to the extent distributed
by the investee as dividends. Under the "equity method", the investor
records the investment at cost, but adjusts the carrying amount to
reflect its share of the earnings or losses of the investee after the
date of acquisition. Generally accepted accounting principles (GAAP)
require the use of the "equity method"” when the investor has the ability
to exercise significant influence over the operating or financial
policies of the investee.

42 NYDPS comments at 13-14,
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45. USTA asserts that NYDPS has sought more detail than what is
contemplated for this schedule. USTA believes that its own proposal would
achieve one end sought by the NYDPS, i.e., the segregation of affiliate from
non-affiliate transactions.!3 Pacific Telesis contends that information on
earnings and losses of affiliates is not necessary for the Commission to
effectively monitor a company's rate of return, profitability, financial risk,
and growth.‘“‘ Pacific Telesis and BellSouth believe that information, such
as earnings and losses of affiliates is proprietary and should not be
available for public inspection. 5

§6. US West believes NYDPS performs a disservice by implying that
an expansion of Form M is necessary to ensure that telephone companies are
complying with the Commission's Part 32 rules on affiliate transactions. US
West believes that the Commission's Joint Cost Proceedinﬁ adopted the
necessary accounting safeguards in order to monitor compliance. 6 Ameritech
contends that NYDPS is more concerned with monitoring the adequacy of the
Commission's procedures to monitor compliance with its affiliate transactions
rules than it is with the content of the Form M.%"7T NYNEX contends that NYDPS
would improperly burden Form M with information maintained and reported by
carriers in other mechanisms already prescribed by the Commission .48 Belisouth
notes that existing Schedules 20 and 21 were both on an "end of period" basis
and that activity underlying these schedules was never reported on the Form M
schedules we proposed to replace.“9 Finally, BellSouth states that Part

32 of the Commission's rules does not require the disclosure of earnings or
dividends of affiliates.50

43  USTA reply comments at 9.
44 Pacific Telesis reply comments at 12.

45 1d. at 12. BellSouth reply comments at 2-3. The matter of confidential
treatment is dealt with in Section III of this Order.

46 US West reply comments at 3.

47  Ameritech reply comments at 7.

48 NYNEX reply comments at 4. Also see Bell Atlantic reply comments at 1.
NYNEX specifically mentions Cost Allocation Manuals required to be filed
with the Commission that detail the nature, frequency and terms of
affiliated transactions and the requirements for the performance of
attestation audits.

49 BellSouth reply comments at 2.

50 1d. at 2-3.
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47. USTA is concerned that on the proposed Schedule 17, the
Commission is requiring the respondents to further subdivide nonaffiliates
between those in which a carrier has an ownership interest and those in which
a carrier does not.9! USTA, BellSouth and SWB believe that such a subdivision
goes beyond the scope of Part 32.52 BellSouth and SWB also state that it
does not presently require maintenance of the level of detail such a
subdivision would require and suggests the requirements in the second and
third sentences of Instruction 5 for the proposed Schedule 17 be omitted.53
USTA suggests that the Commission establish a floor limit for reporting
separate affiliate balances. 1t requests the Commission to set the limit
at $1 million, an amount that represents, by definition, under 1 per cent of
the gross operating revenues of the reporting carrier.5% BellSouth also
requests the Commission to require reporting of affiliate receivable balances
only for amounts of $1 million or more.55  Centel suggests that the threshold
level for Schedule 17 should be $100,000.56 AT&T believes the Commission

should use the $1 million threshold suggested by USTA for separate reporting
of affiliate balances in Schedule 17.37

3. Discussion

48. 1t is clear from the comments that modification of the schedule
would yield substantial improvements and place the Commission in a better
position to evaluate investments in affiliated companies. The overcrowding
problems NYDPS suggests are easlly overcome if the column headings and the
line items are switched. We will require "equity method" affiliates and “cost
method" affiliates to be reported in separate schedules identified as
Schedules B-3a and B-3b. In the format we are prescribing, as many as nine
affiliated companies can be accommodated on a single sheet of Schedule B-3a.
As many as eight "cost method" affiliates would be reported individually and

51 USTA comments at 7-8.
52 1d. at 7-8; BellSouth comments at 7; SWB comments Appendix 1, at 4.
53 BellSouth reply comments at 3; SWB comments Appendix 1, at 4,

54 USTA comments at 8. This calculation is based on the gross operating
revenue threshold for filing the Form M.

55 BellSouth comments at 6.
56 Centel comments at 6.

57 AT&T reply comments at 2.
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all nonaffiliated companies would be reported in the aggregate in the ninth
column of Schedule B-3b.58 Additional sheets may be used as necessary. This
format will permit us to add individual lines for the equity in undistributed
earnings or losses, preferred stock, and long-term debt as NYDPS has suggested
for affiliates accounted for under the "equity method". Furthermore, the
format will continue to provide us with the ability to relate this investment
information with receivables, dividend and interest information, and temporary
investments for a single affiliate, as we contemplated in the proposal.

49. wWe will not adopt the NYDPS suggestion to place information
relating to notes receivable and accounts receivable on a separate schedule.
The depth of a company's commitment to an affiliated company is not measured
solely in terms of its investment in securities, but should also consider
accounts and notes receivable and other temporary investments. We include
this information on accounts and notes receivable and dividends from
affiliates on Schedules B-3a and B-3b as shown in Attachment B. On Schedules
B-3a and B-3b, we adopt the NYDPS suggestion to add information on gross
debits and gross credits in notes and accounts receivable accounts and other
asset accounts customarily used in transactions with affiliates (Accounts
1180, 1190, 1200 and 1210). We do so because it will be useful in determining
the dollar volume of transactions taking place between the carriers and
affiliated companies that would not be discernible from balances reported at
year end. We do not include on this schedule information on related
allowances for uncollectibles which will be reported on a separate schedule in
the revised Form M Report.

F. Assets Purchased From or Sold to Affiliates

1. Proposal

50. In the QIC, we proposed to add Schedule 13C, Analysis of
Telecommunications Plant Purchased From or Sold To Affiliates to assist the
Commission in the monitoring of transactions between affiliates which are
governed by rules established in CC Docket No. 86-111.59  Specifically, this
schedule was designed to collect separately, by affiliate, data on sales
between the reporting company and its affiliates, which were included in

Account 2001, Telecommunications Plant in Service, at any time during the
year. ,

58 We will also correct the instructions to reflect no further segregation
of nonaffiliated companies on this schedule.

59 Separation of costs of regulated telephone service from costs of
nonregulated activities. Report and Order, 2 FCC Red 1298 (1987),
recon., 2 FCC Red 6283 (1987), modified on further recon., 3 FCC Red 6701
(1989).
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2. Comments

51. None of the commenting parties object to the addition of this
schedule., However, several parties suggest expansion or clarification of
the schedule. NYDPS maintains that this schedule lacks essential information
on the naturg of the transaction and the basis for determination of fair
market value.®0 NYDPS recommends that the Commission modify the instructions
and title of this schedule to require that all asset transfers, not just the
transfer of telecommunications plant, should be reported. In addition, NYDPS
recommends that (1) the schedule should be expanded to accommodate and
identify the reporting of asset transfers recorded at tariff rates or
prevailing prices as permitted in Section 32.27(b); (2) column (b) should be
expanded to include a description of the asset; and (3) the source of the
information reported in the column for fair market value, should be provided
in a footnote reference. Ohio suggests that column (e) --Other -- as well as
column (g) -- Fair Market Value -- be explained by footnote .61 Finally,
Centel requests a clarification of the instructiogxs for this schedule to
explain exactly which transactions are to be included. 2

52. Several carriers in their reply comments rebut NYDPS's
suggestions for additional data on this schedule. Ameritech and BellSouth
state that carriers already file information concerning the nature, terms agd
frequency of transactions with affiliates in their cost allocation manuals. 3
Further, BellSouth states that the attestation audit geviews required by the
Commission will ensure compliance with these methods. 4 USTA also maintains
that information to be provided on the schedule should be limited to Account
2001, Telecommunications Plant in Service, 5 USTA claims that the inclusion
of "all asset transfers" in this schedule as requested by NYDPS would encumber
the Commission's ability to monitor other plant asset transfer. Finally, AT&T
asserts that NYDPS provides no support as to how this Gadditional information
would serve any of the Commission's regulatory purposes. 6

60 NYDPS comments at 7.

61 Ohio comments at 6.

62 Centel comment at 4.

63 Ameritech reply comments at 6; BellSouth reply comments at 3.
64 BellSouth reply comments at 3.

65 USTA reply comments at 7.

66  AT&T reply comments at 5.
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3. Discussion

53. We have considered NYDPS's suggestions that this schedule be
expanded to include all asset transfers and services between affiliates. We
believe reporting of services provided and received goes beyond what could be
accommodated on the proposed schedule. Proposed Schedule 13C is geared toward
obtaining data on asset transfers, in the aggregate, by account. Since this
is the case, we will not adopt any suggestion to expand it to cover services.
We will consider the reporting of services in our discussion of proposed
Schedule 43. We will also not require on this schedule reporting of the basis
for the determination of the fair market value since, as a practical matter,
purchases involving a particular account may involve many different sources
for determinations of fair market value. We will not modify the Form M
reporting to such an extent that it would include data related to individual
transactions. It was intended instead to provide an overview of the nature
and volume of plant and equipment being transferred.

54. While much of the NYDPS and Ohio suggestions go beyond what was
initially proposed and will not be adopted here,67 we do adopt the
suggestions to expand the schedule to include all asset transfers because it
would provide useful information. It will enable us to compare actual
activity with the general information contained in cost allocation manuals.
We therefore, redesignate proposed Schedule 13C as Schedule B-3¢c and revise
the title and instructions to include all asset transfers by account. We do
not believe such an expansion will be unduly burdensome or hamper our ability
to monitor other plant sales and purchases.

G. Uncollectible Accounts

1. Proposal

55. In the O0IC, we proposed to require carriers to report on
Schedule 21 data relating to activity during the year in Account 1181,
Accounts Receivable Allowance-Telecommunications, and Account 1191, Accounts
Receivable Allowance-Other. The proposed schedule generally followed the same
format as old Form M Schedule 21A, Reserve for Uncollectible Accounts, but
data for Accounts 1181 and 1191 Wwere to be reported in separate columns to
distinguish between telecommunications receivables and other receivables.

67 In the schedule we adopt, we do not require a footnote explaining the
source of "fair market value" as suggested by NYDPS and Ohio, and Centel
would not be required to report each purchase transaction, but rather a
total of all transactions by affected account.
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2. Comments

56. In its comments in connection with Schedule 17 (Section V-E
of this Order), NYDPS expresses a concern over possible discriminatory
treatment with respect to amounts due from affiliates vis-a-vis amounts due
from others and suggests that reporting of uncollectibles parallel reporting
of receivables on a different schedule. NYDPS also recommends that the
proposed schedule on uncollectibles be renumbered so as not to be confused
with old Form M Schedule 21, which dealt with receivables,

3. Discussion

57. In our earlier discussion of proposed Schedule 17, we conclude
that data on receivables from affiliates and nonaffiliates should be reported
on the Schedules B-3a and B-3b we finally adopt, and that data on allowances
for uncollectibles would be included on a separate schedule. We agree with
NYDPS that there should be a parallel between reporting of receivables and
reporting of allowances for uncollectibles. We therefore expand the schedule
on allowances for uncollectibles to include allowances for notes receivable
reported on Schedules B-3a and B-3b. We will not further subdivide the
columns to distinguish between affiliates and nonaffiliates. The schedule
does, however, require carriers to disclose at the bottom of the schedule
the portion of any accrual reported on line 2 that is attributable to
affiliate receivables. It also requires at the bottom of the schedule
disclosure of any affiliate receivables written off during the year.
Receivables due from affiliates could otherwise be written off during the
year without disclosure. The schedule we adopt with respect to uncollectibles
is incorporated in Attachment B as Schedule B-4.

H. Telecommunications Plant in Service Retired

1. Proposal

58. In the QIC, we proposed to bring Schedule 12B forward from the
old Form M. This schedule shows the accounts involved in recording retirement
entries broken down between plant sold with traffic and other plant retired.
The schedule is useful in determining amounts charged to accumulated
depreciation and amortization accounts, and other accounts used to record
"above the line" and "below the line" gains or losses.

68 NYDPS comments at 13-14.
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2. Comments

59. USTA comments that proposed Schedule 12B is redundant because,
for the most part, it will duplicate information already reported on other
schedules. According to USTA, this will occur because the amounts reported
are almost entirely composed of depreciation charges, which would be reported
in the proposed Schedule 14A, Analysis of Entries in Accumulated Depreciation
or in the format we prescribe for balance sheet accounts.®Y

3. Discussion

60. Contrary to USTA's comments, this schedule would not be
redundant with the format we have prescribed for the balance sheet accounts
(ARMIS USOA Report) since that format makes no distinction between plant sold
with traffic and other plant retired. Moreover, the retirements reported in
the ARMIS USOA Report do not match the debits and credits in all of the
accounts involved in recording the retirements. While it is true that most
charges will involve the accumulated depreciation accounts, many do not, and
the purpose of this schedule is to give a complete picture of the distribution
of these charges, which may receive different treatment for ratemaking
purposes. Finally, as will be discussed later, we have amended our proposed
Schedule 14A, Analysis of Entries in Accumulated Depreciation to eliminate
breakdowns between plant sold with traffic and other plant retired. Thus,
no redundancy will occur with respect to this schedule and proposed Schedule

14A. For these reasons we include the proposed Schedule 12B in Attachment B,
but redesignate it as Schedule B-5a.

I. Depreciation Schedules

B 1. Proposal

61. In the OIC, we proposed gathering detailed depreciation data on
two schedules. These schedules were proposed as Schedule 14A, Analysis of
Entries in Accumulated Depreciation and Schedule 14C Bases of Charges for
Depreciation. As proposed, Schedule 14A was a detailed eight-page analysis
of changes in accumulated depreciation during the year. Starting with
accumulated depreciation balances for each plant in service account at the
beginning of the year, it would show increases and decreases during the year
and would provide detailed information on components of decreases related
to plant sold with traffic and other plant retired. Separate schedules would
be filed on a state-by-state basis and for the overall (company-wide)
operations of the carrier.70 Proposed Schedule 14C was to provide information

69 USTA comments Attachment 1, at 2.

70 For example, if a carrier operated in two states, it would file one
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on depreclation methods, depreciable lives, reserve percentages and
depreciation rates by account for the different classes and subclasses of
depreciable plant. As with Schedule 14A, we proposed that carriers provide
separate schedules on a state-by-state basis for each state in which the
carrier operates and for company-wide operations. Both schedules followed the
format of schedules in the existing Form M, but in the existing Form M, these
schedules are required on a company-wide basis only.

2. Comments

62. Schedule 14A. SWB, NYNEX, GTE, US West, USTA, and BellSouth
believe that reporting of information in this schedule should be at the
company-wide level. They believe that reporting this information on a state-
by-state basis as well as for company-wide operations dramatically increases
the reporting burden.7! SWB in its reply comments holds that the state-by-
state data requirements for Schedule 14A should be eliminated since the
reporting on this schedule on a state-by-state basis has no apparent
purpose.7 AT&T believes that requiring carriers to provide state-by-state
disaggregations of depreciation is of questionable value because in setting
rates the Commission uses nationwide projection lives and the accounting
practices of many state commissions differ greatly from the accounting
practices of the Commission. AT&T also believes that disaggregating data

on a state-by-state basis would impose especially onerous reporting
obligations in its case.”3

63. In contrast, Ohio supports state-by-state reporting but
believes that "jurisdictional" and “nonjurisdictional" data should be reported
separately.’“‘ In its reply comments, Ameritech says it is unclear what Ohio
means by "nonjurisdictional™ data and expresses support for reporting combined
interstate and intrastate data in each Jurisdiction.75 Finally, USTA, in an

schedule for each state and one for company-wide operations -- a total of
3 schedules.

71 SWB comments Appendix 1, at 2; NYNEX comments at 2-3; GTE comments at

7; US West comments at 2-3; USTA comments Attachment 1, at 3; and
BellSouth comments at 3.

72 SWB reply comments at 6.
73  AT&T comments at 5 and AT&T reply comments at 6.

74 Ohio comments at 8.

75 Ameritech reply comments at 8. Ameritech also makes several suggestions
to clarify reporting instructions in its comments, Attachment A, at 2.
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Attachment to its comments, offers extensive editorial suggestions, the most
notable of which are the elimination of separate detailed data on plant sold
with traffic and other plant retired, angd the combination of "other charges"
and "other credits" into a single column.”

64. Schedule 14C. For the most part commenting parties support
reporting of proposed Schedule 14C on a state-by-state basis, but question
the necessity of company-wide information in the.performance of our regulatory
activities.7 These parties point out that rates are set on a state-by-state
basis and company-wide rates are not meaningful. In contrast, US West
believes proposed Schedule 14C should be filed only at a company-wide level
and sees no need for state-by-state data because the Commission receives very
detailed information from the companies for triennial reviews and for any
technical updates.7 AT&T believes it should be permitted to provide
Schedule 14C on a company-wide basis because the Commission prescribes AT&T's
depreciation rates using nationwide projection lives.79 Bell Atlantic and
USTA believe the instructions should be modified to make it glear that only
interstate depreciation rates should be shown on Schedule 14C, 0 and Ameritech
suggests that the instructions be modified to make clear that the accumulated

reserve percentages, rather than any modified, theoretical or adjusted
percentage shall be reported.

3. Discussion

65. We review depreciation studies and set depreciation rates for
local exchange carriers on a state-by-state basis. Except for updates, the
rates for these carriers are reviewed on a three-year rotating basis.
Periodic represcriptions of depr%ciation rates also apply to AT&T's
interexchange companies individually. 1 In between the scheduled reviews,

76 USTA comments Attachment 2, Schedule 14A.

77 SWB comments Appendix 1, at 2; BellSouth comments at 3; USTA comments
Attachement 1, at 4; and NYNEX reply comments at 7; More precisely, NYNEX
mentions that New York Telephone provides service in a very small portion
of Connecticut that is combined with New York data for ratemaking
purposes and feels it would be burdensome to report separately on very
limited Connecticut operations (NYNEX comments at 2-3), but that it would
not object to reporting by state. (NYNEX reply comments at 7).

78 US West comments at 3.
79 AT&T comments at 5.
80 Bell Atlantic comments at 4; USTA reply comments at 8.

81 See Prescription of Revised Percentages of Depreciation for American
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the state-by-state depreciation data we envisioned would provide useful
information in a consistent format Tor analytical purposes and be useful in
communicating with state commissions on depreciation matters, However, in
light ot the comments, we conclude that our immediate needs could be met in
the least burdensome way by having carriers report the data we proposed for
Schedule 148 on a company-wide basis 2 and limit the state-by-state reporting
to the data we proposed for Schedule 14C. In the revised Form M shown in
Attachment B, we require Schedule B-5b, Analysis of Entries in Accumulated
Depreciation to be filed on a company-wide basis.

66. In the interests of minimizing Form M reporting burdens, we
also adopt USTA's suggestion to eliminate the separate detailed reporting of
plant sold with traffic and other plant retired on Schedule B-5b. Our review
of the Form M Reports filed in recent years reveals that the columns for plant
sold with traffic are used infrequently. Our earlier decision to have this
information reported on new Schedule B-5a, Analysis of Telecommunications
Plant in Service Retired, will provide us with a trigger for further inquiry
should the need for more detailed information arise. We believe this would be
preferable to requiring recurrent submission of those pages with columns for
plant sold with traffiec that would be unpopulated with data. This decision
will enable us to eliminate column (g) on pages 2 and 6 of the eight-page
schedule we originally proposed. Elimination of columns used to summarize
amounts reported in other columns (for example, column (e) for total credits
and column (3) for total charges) will enable us to accommodate on 2 pages
what had been proposed for pages 1 and 2, and 5 and 6. The decision to
eliminate details on plant sold with traffic will enable us to eliminate pages
3 and 7. These changes and others of a relatively minor editorial nature will
leave the four-page schedule shown as Schedule B-5b in Attachment B.

67. Information we proposed for Schedule 14C is to be reported on
Schedule B-5c¢c as shown in Attachment B. We require reporting for this
schedule on a state-by-state basis but not on a company-wide basis. In
contrast with the original proposal, Schedule B-5¢ has additional columns for
depreciation expense broken down between the regular depreciation expense and
the portion attributable to the amortization of reserve deficiencies and (3)
for the average plant balance and the composite rate. 1In changing the

Telephone and Telegraph Company's 22 interexchange companies pursuant

to the Communications Act of 1934, as amended, Order FCC 89-29, adopted
January 30, 1989.

82 With respect to Schedule 144, Ohio's comments on state-by-state reporting
of "jurisdictional" and "nonjurisdictional" data and Ameritech's
expression of support for combined interstate and intrastate reporting
on a state-by-state basis are no longer relevant because of our decision
to require company-wide data only.
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reporting instructions, we clarified the point raised by Ameritech as to what
should be included in accumulated depreciation percentages. In response to
Bell Atlantic's and USTA's suggestions, the instructions for this schedule
will also make clear that the depreciation rates reflect the rates prescribed
by this Commission. AT&T's comment that the use of nationwide projection
lives negates the value of this schedule is without merit. Even though
nationwide projection lives are used in setting rates, our periodic
represcription of depreciation rates applies to AT&T's interexchange companies

individually, and we expect the results reported on Schedule B-5¢ by AT&T
will differ from state to state.

J. Property Heid for Future Use

1. Proposal

68. In the 0IC, we proposed to bring existing Schedule 12C,
Analysis of Entries in Property Held for Future Telephone Use forward into
the revised Form M. Like its Part 31 predecessor, the proposed schedule would
disclose the original cost of property owned and held for no longer than two
years for future use in telecommunications services. The schedule would be
used to monitor the Commission's rate base rules under Part 6583 and provide,
with respect to items amounting to $100,000 or more, information on initial

recording dates, additions, retirements, and transfers and adjustments that
exceed $5,000.

2. Comments

69. USTA suggests that this schedule can be eliminated because a
summary level of the detail to be reported would be included on the proposed
balance sheet (ARMIS USOA Report). If the schedule is retained, USTA urges
that limits for individual items to be reporteg be raised from the proposed
$100,000 to a threshold of $1 million or more. 4 ysTa believes a new higher
limit would be more in keeping with higher prices for properties normally
reported on this schedule. USTA also believes that in conjunction with
raising the limit for individually reported items, the limit for reporting

individual adjustments and transfers should be raised from $5,000 to
$250,000,85

83 47 C.F.R. §65.820(a) allows property recorded in this account to be
included in a carrier's rate base,

84 USTA comments Attachment 1, at 2.

85 1d.
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3. Discussion

70. This schedule is needed for rate base monitoring purposes.
This cannot be accomplished from the summary 1level reported in the ARMIS
USOA Report, which does not include information with respect to how long an
item has been held in the account, or information on transfers or adjustments.
Thus, we include the data proposed for Schedule 12C in Attachment B as
Schedule B-6a. In the new Schedule B-6a we do not adopt USTA's suggestion to
raise the threshold for items to be individually reported to $1 million, since
our own review of Form M indicates that few, if any items would be reported
if the threshold is raised to that level. However, our change does include a
higher limit for the reporting of transfers, adjustments and corrections
because we believe a $10,000 limit bears a more appropriate relationship (10
percent) to the items to be reported individually. Our main purpose here is
to avoid unnoticed reclassifications and adjustments, which could be used as
a mechanism to hold dollars in this account beyond the time limits prescribed
in Part 32. We believe a $10,000 limit is sufficient for that purpose.

K. Plant Acquisitions and Plant Acquisition Adjustments
1. Proposal 4 .

71. In the QIC, we proposed Schedule 13A, Analysis of
Telecommunications Plant Acquired, which would show property acquisitions
including the acquisition expense. It would also show the disposition of
the amounts initially recorded in Account 1439, Other Deferred Charges, and
subsequently transferred to plant or expense accounts. We also proposed
Schedule 13B, Analysis of Telephone Plant Adjustment, which would continue
our ability to analyze adjustments that are recorded when plant is acquired
from another carrier at a price in excess of the net book value of the plant
on the books of the carrier from which it was acquired.

2. Comments

T2. USTA urges the elimination of proposed Schedules 13A and 13B.86
USTA notes that 47 C.F.R. Section 32.2000(b)(l), requires carriers to submit
for Commission consideration and approval the journal entries made to record
acquisitions of plant in excess of $1 million. USTA also notes that summary
totals on additions, retirements and transfers are summarized in balance sheet
accounts reported in the ARMIS USOA Report. USTA indicates these would
include major acquisitions recorded on proposed Schedules 13A and 13B.

86 USTA comments Attachment 1, at 3.

- 29 -



3. Discussion

73. As proposed in the 0IC, Schedule 134, Analysis of
Telecommunications Plant Acquired, requires respondents to report separately
each plant acquisition for which an amount was included in Account 1439, Other
Deferred Charges. Schedule 13B, Analysis of Telephone Plant Adjustment,
requires respondents to report additions to and reductions from Account 2005,
Telecommunications Plant Adjustment. Upon further examination, we conclude
- that proposed Schedule 13A is not necessary since amounts recorded in Account
1439 are not included in the rate base until they are transferred to
telecommunications plant accounts. When they are transferred to plant
accounts, they are reported by account on Schedule B-1. Thus, we are not
requiring the proposed Schedule 13A. We will however, continue to need the
information concerning telecommunications plant adjustments proposed to be
reported on Schedule 13B. This schedule tracks amounts recorded in Account
2005 to their ultimate disposition. This cannot be accomplished using the
Journal entries on acquisitions which carriers submit under the requirements
of Section 32.2000(b)(4). Because this Commission has historically held that
telecommunications plant adjustments should not be allowed in the rate base
unless a carrier can specifically justify the amounts, it is important that
we receive an analysis of the activity in Account 2005 provided by Schedule
13B. Therefore, we retain Schedule 13B but in keeping with the new schedule
numbering system we redesignate it as Schedule B-6b.

L. Capital Leases

1. Proposal

74. In the QIC, we proposed a new Schedule 12D, Capital Leases.
For capital leases, the proposed schedule would require disclosure of the
capitalized amounts, the accumulated amortization, the lease obligation broken
down between current and noncurrent amounts, and a breakdown of lease cost
components expensed during the year (amortization, interest, and other
expenses borne by the lessee).

2. Comments

75. USTA notes an apparent contradiction in the proposed reporting
instructions whiech makes it unclear whether data on capital leases should
be reported at the account level or by plant category. USTA believes that
such detail is not required to be maintained under Part 32 of the Commission's
rules at the account level or by plant category. Further, USTA asserts that
no useful purpose would be served by reporting related expenses at the account
level or by plant category and, in addition, suggests the deletion of the
columns requiring disclosure of lease cost components expensed during the
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year.87 BellSouth states that its capital leases are detailed by broad
plant categories and not at the account level. BellSouth further states that
the data proposed for lease obligations and lease cost components are
available only in total and are not available by plant category or plant
account level. Centel alsg believes that the USOA does not require
recordkeeping by class of plant. 9 Both Centel and BellSouth claim that
providing such detail will create a significant additional accounting and
reporting burden and Centel suggests that we eliminate this schedule. NYDPS
favors classification of capital leases by account. NYDPS asserts that leased
plant has the same characteristics as owned plant and should be reported at

the same level of detail as owned plant at the account level.90 oOhio supports
adoption of Schedule 12D, as proposed.9!

76. In r‘eplyé USTA contends that there is no need for the level of
detail NYDPS suggests, and NYNEX asserts that NYDPS has not demonstrated

any benefits which would overcome the additional burdens of the increased
reporting.93

3. Discussion

T7. At the time Part 32 was adopted, investments in capital leases
were not expected to constitute a significant portion of the carriers' rate
base.9 .However, there are indications from Tariff Review Plans filed with
the Commission that capital lease activity, as an alternative means of
financing the acquisition of assets, is expanding.9%  For this reason, we

87 USTA comments at 7. In reply comments, USTA concedes reporting by plant
category should be sufficient. USTA reply comments at 7,

88 BellSouth comments at 5-6.

89 Centel comments at 4.

90 NYDPS comments at 6-7.

91 Ohio comments at 6.

92 USTA reply comments at 7.

93 NYNEX reply comments at 3.

94 See Revision of the Uniform System of Accounts for telephone companies
: to accommodate generally accepted accounting principles (Part 31, 33,

42, and 43 of the FCC's Rules) 50 Fed.Reg. 48408, November 25, 1985.

95 Comparison of 1988 Tariff Review Plan COS 1p 32 line 650 with 1989 Tariff
Review Plan COS 1p line 440.
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find it necessary to obtain more detail regarding the investment in capital
leases.

78. Leases are capitalized because they result in the acquisition
of assets through transactions that are comparable to purchases. When viewed
in that context, the assets acquired under capital leases should be
distinguished from one another in a manner that is similar to owned property
and equipment. The original intention was to have capital leases reported
by plant category. The instructions did not, however, define the term plant
category. In order to clarify what was intended for the purposes of reporting
on proposed Schedule 12D, we will require reporting at the Class B account
level prescribed in Section 32.2000 (J) for Accounts 2110 through 2410. This
does not seem to be an overly burdensome requirement since for separations
purposes, Account 2681, Capital Leases, is required to be separated on the
basis of like owned equipment or by special study.96 The fact that Part
32 does not explicitly require parallel distinctions for property under
capital leases is irrelevant. Over the years we have frequently obtained

detailed data in Form M, which has not been the subject of explicit
segregations in Part 31.

79. With respect to the reporting of lease obligations and annual
lease cost components, several parties suggest that this information be
reported in the aggregate for all capital leases because it would be a
burdensome requirement to relate the portion of the schedules dealing with the
future obligations to particular asset categories. There are two steps
involved here. The first step is the process of sorting capital leases by
plant category, in this case at the Class B account level. The second step
is the process of relating the liability and annual expenses to the particular
leased assets. Fundamental logic suggests some relationship should already
exist. It is difficult to percelive carriers not establishing a relationship
between particular leased assets and periodic lease payments. If such a
relationship does not exist, it should be established. We therefore do not
delete the columns provided for lease obligations and annual lease cost
components as USTA and others have suggested. We will adopt the schedule as
it was proposed, but redesignate it as Schedule B-7 with appropriate amendment
of the instructions for clarifying the degree of segregations.

96 47 C.F.R. §36.161 (b).
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M. Deferred Charges and Deferred Credits

1. Proposal

80. In the 0IC, we proposed bringing these schedules forward from
the old Form M Report. On proposed Schedule 22 respondents would report
individual items and amounts recorded at the end of the year in Account 1438,
Deferred Maintenance and Retirements and Account 1439, Other Deferred Charges,
when the amount of the item is $100,000 or more. All other items would be
reported in the aggregate. On proposed Schedule 30A, respondents would report
individual items and amounts recorded at the end of the year in Account 4360,
Other Deferred Credits, when the amount of the item was $? million or more.
All other items would be reported in the aggregate.

2. Comments

81. SNET and USTA note that these schedules cover balance sheet
counterparts and that there is an inconsistency in thresholds for reporting
individual items. Both SNET and USTA recommend that the limitation for

individually reported items on proposed Schedule 22 be raised to match the $1
million threshold for proposed Schedule 304.97

3. Discussion

82. We proposed to retain the $1 million reporting threshold for
deferred credits reported on proposed Schedule 30A because at this level
carriers would be relieved from reporting numerous items of little
consequence. At the same time, the Commission would be provided with a fair
presentation of the consequential items.

B83. We believe the same results can be achieved for deferred
charges and on the schedule we finally adopt as Schedule B-8 we revise the
instructions to require the carriers to report only those items which amount
to $1 million or more at year end. Thus the reporting threshold for deferred
charges reported on Schedule B-8 and deferred credits reported on Schedule B-
13 as shown in Attachment B are the same. We will also restrict reporting on
new Schedule B-8 to items recorded in Account 1439 since items recorded in

Account 1438 are not items of the type customarily included among deferred
charges.

97 SNET comments at 4. USTA comments Attachment 1, at 4,
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N. Accounts Payable

1. Proposal

84. In the 01C, we proposed to bring forward from the old Form M
report, with some modifications, Schedule 29, This schedule detailed the
list of the ten largest items recorded in Part 31, Account 159.1, Accounts
Payable, to Affiliated Companies, and Account 159.2, Other Accounts Payable,
that amount individually to $1 million or more. In Part 32, Account 4010 is
used to record all amounts currently due to others for recurring trade
obligations and amounts due arising from sharing of revenues. This account
requires subsidiary record categories for payables to affiliates and
nonaffiliates. Similar to the old schedule it would replace, the reporting
threshold for nonaffiliates would be the ten largest items amounting to $1
million or more. However, with respect to affiliates, we modified the
instructions so that all payables balances at the end of the year would be
reported for each affiliate.

2. Comments

85. NYDPS suggests that this schedule should reflect a beginning
balance, aggregate charges and credits during the year, and the ending balance
for each affiliate and each other large creditor. NYDPS believes that this
request can be accommodated by expanding the number of columns and by
modifying the instructions. 1f this information cannot be provided, NYDPS
urges the Commission to more clearly specify én the reporting instructions
that all affiliate payables are to be listed.9 AT&T disagrees with the
NYDPS recommendation because it asserts that these data will not serve any of
the Commission's regulatory purposes and NYDPS did not provide any explanation
on how it would serve those regulatory needs.99 Centel believes that
increasing the reporting threshold to $100,000 (presumably for affiliates)
would simplify the reporting of data on this schedule. 100

3. Discussion

86. We agree the NYDPS suggestion would yield information which
would be useful in monitoring accounts payable with affiliates. We believe
that the information developed from disclosure of beginning balances, gross
debits and gross credits would enable us to compare activity volume with data
on assets acquired from affiliates, which are to be reported on Schedule B-3c,

98 NYDPS comments at 15-16.

99 AT&T reply comments at 5.

100 Centel comments at 6.
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and services provided that are to be reported elsewhere in the Form M (See
Attachment B, Schedule I-3). In the schedule we adopt as Schedule B-9,
Accounts Payable, we adopt the NYDPS suggestion to obtain activity
information. We also require reporting of all balances with affiliates, and
do not limit it to the ten largest amounts. Reporting on nonaffiliate
payables is unchanged from the proposal.

0. Capital Stock and Long-Term Debt

1. Proposal

87. In the 0IC we proposed that data relating to long term debt and
capital stock be reported on three schedules. On proposed Schedule 23,
Capital Stock, we would obtain data on the class of stock, number of shares
authorized and outstanding, additional paid in capital, and treasury stock.'0]
On proposed Schedule 24, Long-Term Debt, carriers would disclose, with respect
to each issue, the issue dates, maturity dates, face amounts outstanding,
details on related unamortized discounts and premiums and interest rates. On
proposed Schedule 26, Capital Stock and Funded Debt Reacquired or Retired,
we would obtain information on securities reacquired and retired, which would
include data on reacquisition costs. In proposing these schedules, we also
proposed the elimination of existing Schedule 25, Capital Stock and Funded
Debt Issued or Assumed During the Year.102  Information reported on that

schedule that was still needed for regulatory purposes was covered in proposed
Schedules 23 and 24.

2. Comments

88. Long-Term Debt. NYDPS states that the Commission should
clarify why the Schedule 24 heading identifies Account 4250, Obligations
Under Capital Leases, since it appears the Commission intended to report data
on capital leases on proposed Schedule 12D, Capital Leases. NYDPS also
believes that the instructions and column headings should distinguish between
premium and discount amounts., NYDPS further states that the instructions
are confusing and the results reported in columns distinguishing between long-
term and short-term portions will not be particularly useful for analytical
purposes. NYDPS also believes the terms "stated rate" and "yield rate" should
be defined in the instructions.'03 USTA believes the schedule heading should

101 No party opposed our proposal and therefore, it is adopted as Schedule B-
10.

102 Only one party filed comments and it agreed on the elimination of
existing Schedule 25. Thus, we eliminate this schedule from the Form M
we adopt.

103 NYDPS comments at 14.
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be revised; column (d) for reporting the face amount outstanding should be
expanded to two columns for the long-term and short-term portions; the last

two columns ihould be deleted; and the instructions should be revised
accordingly. 10

89. Capital Stock and Funded Debt Reatquired or Retired. NYDPS
believes that proposed instructions relegate essential information to footnote

explanations while excessive column space is designated for reporting the
effective date of call and remarks. NYDPS also believes a column should be
provided to report the amortization period for reacquisition costs. NYDPS
also states it appears the Commission is narrowly defining reacquisition costs
as the face amount of the security plus any call or tender premiums. NYDPS
believes the cost of reacquisition reported in columns (b) and (e) of the
proposed schedules should also include brokers' fees and retirement of any
unamortized debt discount or premium, and issuance expenses on the old
debt.105 USTA states that it sees no reason to make the changes requested
by NYDPS because the information sought by NYDPS will still be provided. 0

J
3. Discussion '

90. Long-Term Debt. Since we have decided to adopt a new schedule
for capital leases, we delete from the long-term debt schedule we adopt here
as Schedule B-10, the information on capital lease obligations. In the new
Schedule B~10 we adopt, we incorporate the editorial improvements suggested by
both NYDPS and USTA, as modified and shown in Attachment B.

91, Capital Stock and Funded Debt Reacquired. In the schedule we
incorporate in Attachment B as Schedule B-15, 'V we have modified the proposed
schedule to provide additional room in the remarks column for information
NYDPS believes would have been relegated to footnote type disclosure. With
respect to the NYDPS comment on reacquisition costs, we call NYDPS's attention
to columns provided for reacquisition expense, which includes the types of

104 USTA comments Attachment 2, at 4.
105 NYDPS comments at 15.

106 USTA reply comments at 9-10.

107 The schedule numbering scheme we adopt for the revised Form M follows the
order of presentation of accounts in Part 32 as much as possible. Thus,
the schedule dealing exclusively with long-term debt (B-10) will precede
those relating to capital stock (B-14 and B-15). In between, there will
be several schedules dealing with tax liabilities and other deferred
credits. :
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expenses NYDPS describes and that the revised Schedule B-10, Long-Term Debt
includes a column for unamortized debt issuance expenses.

P. Deferred Taxes

1. Proposal

92. In the QIC we proposed one income tax schedule for reporting
changes in deferred operating income taxes (Schedule 30B) and one for
reporting changes in deferred nonoperating income taxes (Schedule 30C). Each
schedule was divided into sections applicable to property related and
nonproperty related deferrals. Column headings began with the balance at the
beginning of the year and progressed through current accruals, current
amortizations, and adjustments to arrive at the balance at the end of the

year. The instructions also required a separate explanation of adjustments
amounting to $100,000 or more.

2. Comments

93. USTA suggested that on both schedules, the column headed
current year amortization be deleted. USTA alleges that side records would be
needed to track the amortizations because Part 32 accounts reflect the net of
accruals, amortizations, and adjustments. USTA also suggests that
instructions for the schedule be modified so that carriers are required to
explain only those adjustments exceeding $1 million. USTA believes the $1
million threshold is not an unreasonable limit in view of the fact that any
reporting company has operating revenues in excess of $100 million.108  NYDPS
generally asserts that the information that we propose to collect on income
tax calculations is inadequate, but does not say why this would be so.109

3. Discussion

94, We will not adopt USTA's suggestion to delete the column
disclosing the current year amortization. While it is true that the account
balance at year end will reflect the beginning balance plus or minus the net
change during the year, USTA's comment is of little relevance. Whether the
journal entries record gross debits and gross credits separately, or merely
the net of the two, the amounts of the originating differences (current year
accruals) and the amounts of the reversing differences (current year
amortization) must be calculated and supporting documentation retained.
Whichever way the carriers accomplish the correct year-end balances, we are

108 USTA comments Attachment 1, at 4.

109 NYDPS comments at 3.
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merely requiring on the schedule, data which the carriers must have in order
to yield the proper deferred tax balances at the end of the year.

95. The proposed $100,000 threshold for explanation of adjustments
on Schedules 30B and 30C is considerably higher than the $25,000 threshold on
the old Form M Schedules 30B and 30C the proposed schedules would replace. We
believe the $100,000 threshold is adequate. It represents an increase over
what was previously required, which we thought struck an appropriate balance
between the burden such a requirement would impose and the potential
importance of the adjustment. The importance of these adjustments should
not be weighed against the total annual revenues as USTA suggests, but against
their impact on net changes in the deferred tax balances during the year.
These net changes are substantially lower than the $1 million threshold USTA
suggests.”o Therefore, we will not adopt this USTA suggestion.

96. In proposing these schedules, we did not require carriers to
disclose the individual components of nonproperty related deferrals (items
other than accelerated depreciation). There were two reasons for this.
First, the new Part 32 requires comprehensive interperiod tax allocations for
the tax effects of all material tax timing differences. This would result in
a substantial increase in the number of items to be individually reported over
what has been reported in the past. Second, Commission staff is evaluating
recent changes in generally accepted accounting principles, which if adopted
by the Commission, could result in the introduction of new accounts and
specific instructions for the treatment of items within those accounts. As a
result, the schedules we proposed in September and adopt here could require
additional changes in the future. Thus, we conclude that at this time the
appropriate course is not to adopt any additional individual reporting
requirements of component items and to adopt the schedules originally proposed
designating them as B-11 and B-12 as shown in Attachment B.

Q. Special Expenses Attributable to Formal Regulatory Cases

1. Proposal

97. 1In the OIC, we proposed to retain reporting of special expenses
attributable to regulatory cases. The carriers would report expenses
associated with individual regulations, hearings, and cases when the total
expenses applicable to an individual regulation, hearing, or case before
federal, state, and other regulatory commissions was $10,000 or more.

110 For example, AT&T reports on its Form M for the year ended December
31, 1987 that the combined balance in its deferred tax accounts 176.1 and
176.2 had a net change during the year of approximately $15 million.
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2. Comments

98. USTA suggests that this schedule be deleted because the value
of the information is negligible and because the compilation of this data is
time consuming and burdensome. If the Commission determines that this

schedule is to be retained, USTA requests the reporting threshold be raised
to $100,000 or more.!1)

3. Discussion

99. In a 1985 review of Form M reporting,!'2 this Commission
decided to retain this reporting because it determined that the schedule
provided valuable information on the cost of regulation. 1In addition, we
decided not to increase the reporting threshold. We still find this schedule
to be a valuable source for determining the magnitude of selected regulatory

costs. Therefore, we incorporate this reporting in the revised Form M as
Schedule 1-2.

R. General Services and Licenses

1. Proposal

100. In the 0IC, we proposed reporting of data relating to payments
to affiliates for services received under license agreements, service
contracts or other assignments. The reporting on proposed Schedule 41 would
disclose each affiliate to whom the respondent paid $100,000 or more, the
nature of the service provided and the amount.

2. Comments

101. NYDPS believes a new schedule should be added because the
proposed Schedule 41 is not sufficiently detailed to permit a determination of
compliance with the Commission's affiliate transaction rules. Information
should be added to indicate the basis for the valuation of the services.113
Most carriers believe Schedule 41 should be deleted. ¥

111 USTA comments Attachment 1.

112 Amendment of Annual Report Form M and FCC Report 901, CC Docket No. 85-
308, 51 Fed. Reg. 12157, April 9, 1986.

113 NYDPS comments at 7.
114 BellSouth comments at 7; GTE comments at 7; SNET comments at 4;
Ameritech comments Attachment A, at 3; Bell Atlantic comments at 4;

Pacific Telesis comments at 2. We specifically address Bell Atlantic's
comment that in the Order adopting Part 32, the Commission declined to
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3. Discussion

102. The purpose of this schedule is to identify the affiliate, the
service provided and the amounts involved and thereby provide an indication as
to what services are being provided and the volume of activity. This
information will be used .as a basis for comparison with Cost Allocation
Manuals and closer examination by FCC audit staff, if necessary. We will
not adopt the NYDPS suggestion to add valuation basis information to the
Schedule 1-3 we adopt as a part of Form M since it would likely involve
addressing individual transactions and this goes beyond the scope of what can

be accomplished in this simple form without the imposition of substantial
additional burdens.

S. Pension Reporting

1. Proposal

103. In the OIC, we proposed to eliminate Schedule 60A, Relief and
Pensions and Schedule 60B, Pension Cost Paid, and replace these two schedules
with a new schedule. The new schedule would disclose the status of benefit
obligations and the value of pension assets along with major components of
annual pension cost calculations (net periodic pension costs) and the
distributions of these costs in the accounts.

2. Comments

104. Ohio agrees with the elimination of the existing schedules.
No other parties commented specifically on the elimination.

105. Most of the parties commenting on the replacement schedule
(proposed Schedule 60), except Ohio, urge reporting of pension plan status and
the various components of the net periodic pension cost calculation at the
plan administration level rather than the operating company level. USTA
asserts that most plans are administered at the holding company level and, as
a result, most of the information is available only at the holding company

require specific identification of affiliate transactions in each expense
account in the accounting system we adopted. The Bell Atlantic cite of
the Order adopting Part 32 predates Commission decisions in Docket 86~
111, which elevated the importance of affiliate transactions. Moreover,
the implication that the Commission concluded the data in question was
unimportant fails to recognize that Part 32 does require segregations for
the balance sheet items that customarily form part of the expense entry--
payables to affiliates,
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level, 115 Ameritech and several others also suggest that the schedule be
subdivided and instructions be modified to report the plan status and net
periodic pension cost calculations at the plan administrative level and the
remaining information on contributions, disposition of ghe pension cost
dollars and employee counts at the operatmg company level.'

106. USTA and several others also suggest that if the plan level is
acceptable, the proposed schedule could be eliminated and the Commission
could rely on information provided in SEC Annual Report Form 10-K. 17 Ohio
suggests that an additional column be added on the proposed schedule tg
reflect the net change between the current year and the preceding year.
NYNEX opposes Ohio's suggestion because it is burdensome and unsupported and
USTA believes that even the column in the proposed schedule for the preceding
year is unnecessary.'!

3. Discussion

107. Since the comments indicate no specific objection to the
elimination of these schedules they are not included in Attachment B and are
no longer a part of the Annual Report Form M. To the extent the information
contained on Schedules 60A and 60B remains necessary for regulatory purposes,
we include it in a replacement schedule as originally proposed.

108. 1In light of the comments on the proposed schedule, we conclude
that it would be appropriate to divide the schedule into two sections and
amend the reporting instructions to make clear the section of the schedule
that we apply at the plan administration level and the section that we apply
at the reporting company level. 1In order to establish the relationships
between the employees of the reporting company and the total number of
employees covered by the plan, we add lines at the bottom of each section
of the schedule we adopt as Schedule I-4, Pension Cost. The instructions are
amended accordingly,

115 USTA reply comments at 13.

116 Ameritech comments Attachment A, at 1, Pacific Telesis comments at 5, SWB
comments Appendix 1, at 6.

117 USTA comments Attachment 1, at 8; Pacific Telesis comments at 4-5; and
: SNET comments at 3.

118 Ohio comments at 5.

119 USTA comments Attachment 1, at 8.
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109. We do not think it burdensome to have the preceding year
column included on the schedule since it facilitates analysis of the
interrelated items such as the pension cost and the actual contribution and
the accumulated pension asset or liability in a convenient way. We do not
believe it necessary to add a net change column as Ohio suggests. The process
of determining the net change is something that can easily be performed by any
user of the schedule. Even though 1988 will be the first year carriers were
required by the new Part 32 to use new pension accounting standards put in
place since the old schedules were adopted by the Commission, we require the
previous year column to be completed in the first report of the calendar year
ended December 31, 1988. This should not be unduly burdensome because
companies were required under generally accepted accounting principles to
adopt the new standards for published financial statements issued to the
investment community beginning with 1987 reports. 120

T. Tax Expenses

1. Proposal

110. In the QIC, we proposed to bring forward from the existing
Form M four schedules relating to taxes. The proposed schedules (36A, 36B,
36C, and 36D) dealt with Federal income taxes, prepaid taxes and accruals,
excise taxes and other operating taxes. Proposed Schedule 36A would disclose
details pertaining to taxes recorded in Account 7240, Operating Other Taxes.
These would include items such as property, gross receipts, and capital stock
taxes by jurisdiction. Proposed Schedule 36B would disclose details on
prepaid taxes recorded in Account 1300, Prepaid Taxes and acecruals recorded
in Account 4070, Income Taxes Accruals, and Account 4080, Other Taxes Accrued.
Proposed Schedule 36C, would disclose Federal income tax expenses recorded
in operating and nonoperating expense accounts. Proposed Schedule 36D would
disclose excise taxes collected from users of the reporting carriers’ services
as reported to the governmental bodies for whom the taxes were collected.

2. Comments

111. USTA suggests that Schedule 36A dealing with other operating
taxes and 36C dealing with Federal income taxes can be eliminated because it
duplicates information on other schedules. USTA does not see any regulatory
benefit from reporting excise taxes collected from others because it details
flow-through items, which are collected by the respondent and are remitted to
the appropriate governmental agency.‘|2'| For Schedule 36B dealing with

120 This responds to the inquiries of several carriers who questioned what to
"~ report for the preceeding year (1987) in reports for the calendar year
ended December 31, 1988.

121 USTA comments at 1.
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prepaid taxes and accruals USTA believes that the requirements to explain
adjustments amounting to $25,000 or more should be increased to $1 million or
more, 122 AT&T also comments on these schedules staying that the Commission
should grant proprietary protection for the tax data on Schedules 36A, 36B
and 3615. AT&T asserts that this tax data would allow competitors to calculate

AT&T'?zgevenues by state and thus learn which markets are most profitable for
AT&T.

3. Discussion

112. We agree with USTA's comment that the schedule relating to
Federal income tax expenses can be deleted. The data that would be reported
on this schedule will be available on Schedule 1-1, Income Statement Accounts.
Detail on other operating taxes, prepaid taxes and excise taxes is not
available elsewhere in the Form M. Most of the remaining data has been useful
to the Commission in tracking tax expenses. In Attachment B, we adopt
Schedule 1-5a, Other Operating Taxes; Schedule 1-5b, Prepaid Taxes and
Accruals; and Schedule 1-5c Excise Taxes Collected From Users of Respondent's
Services. These schedules reflect some modification in the interests of
reducing reporting burdens. The most notable of these modifications is the
elimination of requirements to report taxes billed to others and taxes billed
by others on Schedule I-5a. This will eliminate any need to trace taxes
related to rented property. The second modification will raise the threshold
for the requirement to explain adjustments on Schedule 1-5b to $100,000. This
will make the threshold consistent with those imposed for the schedules we
adopted for the reporting of deferred taxes.

U. Special Charges, Advertising, and Membership Fees and Dues

1. Proposal

113. 1In the 0IC, we proposed three separate schedules for reporting
of special charges (Schedule 38), advertising expenses (Schedule 40), and
membership fees and dues (Schedule 42). Reporting of these types of expenses

are of importance in distinguishing allowable expenses for ratemaking
purposes.

122 USTA comments at 1.

123 AT&T comments at 8-9 (also see Section III of this Order).
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2. Comments

114.. USTA urges that membership fees and dues be reported on the
schedule proposed for special charges since the membership fees and dues
recorded "below the line" are already included in Part 32 Account 7370,
Special Charges.‘zu If this is done, USTA believes the separate schedule for
advertising expenses can be eliminated because the other items reported on the
schedule proposed for advertising expenses can be determined from the Income
Statement Accounts (Schedule I-1, Attachment B), or by special inquiry

115. USTA, AT&T, and Contel believe the threshold for reporting
items individually on the schedule for special charges should be $100,000
or more insteagl of the $25,000 threshold specified in the instructions for
the schedule. AT&T comments on what it believes to be the proprietary
nature of advertising expenses, disclosure of which would allow competitors
to calculate what percentage of revenues it spends on advertising.‘a

116. With respect to membership fees and dues, commenting parties
believe the propos§d schedule for reporting these expenses should be deleted
from the Form M. With respect to the same proposed schedule, SNET believes
membership fees and dues should be held confidential because it is not
necessary to the Commission in the exercise of its regulatory oversight, 129
Commenting parties also offer other suggestions of a minor editorial nature,
which do not warrant separate discussion here.

3. Discussion

117. Upon consideration of the comments, we have decided to modify
and rearrange the proposed schedules to avoid what we see as potential for
duplicative reporting. We will not hold confidential as a matter of policy

any of the schedules we adopt for the reasons stated in Section 111 of this
Order.

124 USTA comments Attachment 1.
125 1d.

126' 1d.; AT&T comments at 2-3; Contel comments at 6.

127 AT&T comments at 8-9.
128 Bell Atlantic comments at 5; BellSouth comments at 7-8; Ameritech

comments Attachment A, at 2; AT&T comments at 3-U4; GTE comments at 5,
7 and 8; SWB comments Appendix 1, at 1; and USTA comments at 9 and 11.

129 SNET cormments at 4.
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118. We adopt Schedule I-6, Advertising, Schedule I-7, Membership
Fees and Dues, and Schedule I-8, Special Charges as shown on Attachment B.

We adopt separate schedules for advertising and membership fees and dues
because these types of expenses are charged to both operating and nonoperating
expense accounts and the data is necessary for our regulatory oversight. The
information we seek is not available from other Form M schedules because the
information is dispersed among accounts or embedded in accounts with other
related but not identical items. We do not expect this to create any
additional burden since carriers are already required to submit the data that
would be reported on the schedules we adopt.

119. In order to avoid duplicative reporting, we do not adopt the
schedule for special charges as it was originally proposed. We will not
require in Schedule I-8 the reporting of all individual items recorded in
Account 7370, Special Charges, that amount to $100,000 or more., This schedule
will exclude individual reporting of advertising expenses and membership fees
and dues included in Account 7370. Advertising expenses and membership fees
and dues will be reported on Schedule I-8 only in the aggregate.

V. Donations and Qther Services Rendered by Persons Other Than Emplovees

1. Proposal

120. In the QIC, we proposed to retain this schedule in the Annual
Report Form M. Schedule 43 is used to report payments to academia and
payments for services rendered by persons other than employees. Carriers
report donations and contributions, and aggregate payments to recipients when
the payments exceed $25,000 during the calendar year covered by the report.
Specific comments were requested on whether the dollar threshold for reporting

of individual recipients on Schedule 43 should be raised for all or only some
specific kinds of paymem:s.130

2. Comments

121. The majority of the parties commenting recommend that the
Commission eliminate this schedule entirely or raise the reporting threshold
because the schedule is burdensome to prepar‘e.131 They believe that the

130 Respondents are required to report by type of service in alphabetical
order. The types of service reported include: advertising and
information, auditing and accounting, clerical and office services,
computer services, consulting and research, financial services, legal
services, personnel services, printing services, security services, and
trustee services.

131 Pacific Telesis comments at 3; Bell Atlantic comments at 6; BellSouth
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benefits of this schedule to the Commission are clearly outweighed by the
burden imposed in preparing it. If the Commission should find it necessary to
retain this sehedule, USTA and others recommend that the reporting threshold
be raised from $25,000 to $250,000. Pacific Telesis states that raising the
threshdld would reduce the 30erson hours required to complete this schedule
by approximately 40 hours, 132 Bell Atlantic states that if the Commission
raises the threshold to $250,000, that increase would still capture 95% of
the total costs, while eliminating a large number of small transactions which
are time consuming to track.133 BellSouth states that in addition to raising
the dollar threshold to $250,000, the Commission should add the exceptions
that were formerly set forth %nder Part 31 to avoid the necessity of reporting
routine recurring services. 13 NYNEX cites as an illustration New England
Telephone's 1987 Form M Schedule 43. According to NYNEX, if a $250,000
threshold were applied, then 76% of the $62 million reported payments to
outside vendors (excluding AT&T Technologies, NYNEX Material Enterprises and
NYNEX Business Information Systems) would still have been reported, but the
number of entries would have been reduced by 82%.135 AT&T contends that
setting the threshold at $250,000 would reduce its 1987 Schedule 43 from 23 to
5 pages, but would still enable the Commission to identify the or&%nizations
and individuals that received 95% of AT&T's payments and donations. SWB
states that if the $250,000 threshold had been used for its Schedule 43 in
the 1987 Form M, 87% of the reported dollars would still have been captured,
but 86% of the items would be eliminated, thereby saving substantial report
preparation costs. 137  SNET also states that the reporting threshold for all
expenses should be raised to $250,000 for the aggregate of all payments made
to a recipient for services rendered during the year. SNET asserts that ite

below $250,000 account for only 1.8% of SNET's total operating expenses.13
Other parties, while recommending that the dollar threshold be raised to

comments at 4; Ameritech comments Attachment A, at 2; AT&T comments at 3
and 4; SNET comments at 5 and 6; GTE comments at 5, 7 and 8; SWB
comments Attachment 1, at 1 and 5; and USTA comments Attachment 1.

132 Pacific Telesis comments at 3.
133 Bell Atlantic comments at 6.
134 BellSouth comments at 4.

135 NYNEX comments at 3.

136 AT&T comments at 3.

137 SWB comments at 1 and 5.

138 SNET comments at 5-6.
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$250,000, did not submit specific examples of the economics of such an
increasc.

. 12. Centel recommends that the reporting level be raised to
$100,000. At this level, Centel contends 93% of the dollar value of currently
reported payments would still be included, while eliminating nearly 60% of
the number of individual entries on this report.139 US West recommends that
the Commission adopt a threshold of no less than $100,000 for entries in
Schedule U43. US West believes that such an increase would be a more
reasonable threshold and would also be in accord with the reporting limits
on other Form M schedules. In addition, US West believes that regardless of
the level of detail contained in Form M, detailed information on donations

and pay1ments will continue to be available to the Commission in its periodic
audits.

123. Ohio suggests that the Commission keep the $25,000 limit.
Ohio contends that these types of expenses rarely exceed $100,000. If the
ceiling is raised much above $25,000, the schedule would become useless. 141
USTA disagrees with Ohio contending that a $25,000 level is unrealistic given
the nature and size of today's basic telephone business. Further, USTA states
that almost by definition, such small transactions are not material or
relevant to Form M objectives. At the $250,000 level, however, USTA states
it is clear that most dollars will still be c;ﬁgtured, but the redundancy of
repetitive minor transactions can be avoided.

3. Discussion

124. The comments of the carriers and our own independent analysis
of Schedule 43 indicates that raising the reporting threshold to $250,000
would eliminate approximately 80 percent of the entries and still yield
between 80 percent and 95 percent of the total dollars now reported. It is
clear that for some items reported on this schedule a $250,000 threshold would
strike an appropriate balance between the volume of the line items and the
dollars reported. We therefore adopt the suggestion made by USTA and other
commenting parties to raise the reporting threshold for some types of services
to $250,000 during the calendar year. For all other services, the $25,000
limit will continue to apply. The services for which the limitation is raised
are only advertising and information, clerical and office services, computer

139 Centel comments at 6.
140 US West comments at U4-5,
141 Ohio comments at 9.

142 USTA reply comments at 11-12.
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services, personnel services, printing and design services, and security
services. We will also continue to require disclosure of all charitable
donations and payments to academia because no party has challenged the
relevance of the concerns originally expressed by the Commission in its Docket
19129, 'Phase 11 Final Decision and Order, which prompted the Commission to
require data on payments to academia.“'j The schedule we finally adopt
is included in Attachment B as Schedule 1-9.

W. Interest and Dividend Income and Extraordinary ltems

1. Proposal

125. 1In the 0IC, we proposed two other schedules, one dealing with
interest and dividend income (proposed Schedule 37) and the other dealing with

disclosure of extraordinary items (proposed Schedule 45). Similar schedules
were contained in the existing Form M.

2. Comments

126. Interest and Dividend Income. NYDPS believes the schedule
should be e)hpanded to require reporting of earnings and losses from
affiliates. USTA believes the schedule should be eliminated since
affiliate and nonaffiliate data were included in proposed Schedule 17.
Pacific Telesis also comments that a schedule structured so as to require
the reporting of earnings/losses from affiliates accounted for on the equity
method would require the carriers to provide information that is not necessary
for the Commission to effectively moniutor a company's rate of return,
profitability, financial risk and growth

127. Extraordinary ltems. USTA believes that this schedule is
unnecessary since extraordinary jtems must be submitted to the Commission for
review prior to Journalization.“" In addition, parties commenting on this
schedule support a reporting threshold and recommend a threshold of $1

143 American Telephone and Telegraph Co., Phase 11 Final Decision and Order
64 FCC 2d 1 (1977), recon. 67 FCC 2d (1978). The Commission concluded
that it could not identify or review the reasonableness of those
expenditures and concluded the carriers should report amounts paid for
academia expenses (pages 87-88).

144 NYDPS comments at 16-17.

145 Pacific Telesis reply comments at 12.

146 USTA comments Attachment 1.
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million, USTA states that such a threshold would avoid reporting of
immaterial items,

., 3. Discussion

128. The information we seek on this schedule with respect to
earnings and losses of affiliates is not identical to what would be reported
on the Schedule B-3a we adopt in this Order. The earnings or losses reported
on this schedule reflect earnings or losses for the year whether or not there
has been a distribution of earnings. Schedule B-3a reflects only
undistributed earnings or losses. With respect to Pacific Telesis's comments,
Wwe are interested in the information because it is a piece-part of what forms
a larger picture of a carrier's dealings with its affiliates, all of which
cannot be comfortably accommodated on a single schedule. In view of this,

we adopt the reporting on interest and dividend income as shown on Schedule I-
10.

129. With respect to the information on extraordinary items, we
believe the information on the proposed schedule is necessary to form a
complete picture of the results of operations. In published financial
statements such information would ordinarily be the subject of footnote
disclosure. In Form M reporting we have given such disclosure greater
structure and eliminated the need for users to seek additional information
from other documents located elsewhere in the Commission., We therefore adopt
the Scheudle I-11 shown in Attachment B.

VI. Statistical Schedules

1. Proposal

130. For this group of schedules, seven in all, we proposed to
delete data we felt was no longer necessary or relevant, and update the
remaining data to reflect technological changes. More specifically, we
proposed the elimination of existing Schedule 57B, Marine Service to Mobile
Stations. For Schedule 50, Outside Plant Statistics, we proposed that the
Part 32 plant account structure serve as the basic structure of the schedule.
In addition, we included information on fiber optic plant and plant mileage
currently included in other miscellaneous reports prepared by the carriers.
For Schedule 51, Statistics Relating to Central Offices, and Schedule 52,
Access Lines in Service, we made a distinction between digital and analog

access and a distinction between access provided to different kinds of
customers. :

131. On Schedule 53, Telephone Calls, we proposed adding detail on
billed minutes, which we believe is readily available to the carriers. We
proposed to reformat Schedule 56, Interstate Private Line Statistiecs, to
reflect current status of the network and on Schedule 578, Overseas Telephone
and Related Services, we proposed separate reporting for Canada and Mexico
in order for the schedule to be comparable to other sources of data. We also
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propose to delete Section I1 of Schedule 57A dealing with direct service added
or discontinued during the year.

2. Comments

132. USTA, commenting on proposed Schedules 50-57A, believes that
the proposed statistical schedules contain definitional ambiguities which
must be resolved. Data may not exist in the way it is being requested, and
existing data may not be able to be used to derive the required data. 47
USTA further states that these schedules require a significant amount of

clarifiti‘%tion to provide greater precision, so that useful reporting will
result.}

133. Ameritech also asserts that the required statistical
information is not readily available and requires a considerable amount of
time to prepare. Ameritech also believes that clarification and/or
modification of instructions and data requirements is required so that useful,
consistent reports will result.'#9 US West also believes that the proposed
schedules are not accompanied by instructions of sufficient detail to ensure
that data submissions by the various companies are comparable. In addition,
US West is concerned with the reporting burden associated with statistical
schedules. An internal survey of their companies indicates that some of the
data are not readily available from computerized systems and would have to
be compiled manually. US West suggests the creation of a joint FCC/industry
task force to determine the most economical means of satisfying the
Commission's information needs and identifying the data categories with
sufficient particularity to ensure that all respondents submit comparable
data.150 USTA further states that these schedules require a significant

amount of clarification to provide greater precision, so that useful reporting
will result, 151 :

134. BellSouth believes that the Commission should delete the
statistical schedules because they are not a part of the financial data
required by Section 43.01 of the Commission's rules or by Section 211 or
Section 219 of the Communications Act.152 GTE asserts that the statistical

147 USTA comments at 4.

148 1d. at page 11.

149 Ameritech comments Attachment A, para. 6.
150 US West comments at 6.

151 1d. at 11,

152 BellSouth comments at 9.
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schedules require numerous hours to zcompile. Further, GTE states the deletion
of these schedules would save an estimated 1100 person hours of work for GTE
alone.153 With respect to the specifics, many commenting carriers also
offer gxtensive and highly detailed editorial comments and suggestions.w—‘l4
Among those not previously mentioned are ATAT, Pacific Telesis, and SNET.

- 3. Discussion

135. The Commission has been receiving nonfinancial statistical
data on Form M for many years. The data is extremely useful in evaluating
the impact of new technology. These data are also useful to access the
industry's response to changing developments such as bypass. In addition,
information on the utilization of plant can be assessed from Form M that is
useful in evaluating new and alternative service proposals.

- 136. Since the comments were filed on November 4, 1988, ex parte
meetings have been held with a USTA group of carrier representatives.
Changes have been made to clarify the technical definitions and ambiguities
and provide more efficient formats for the collection of data. Virtually
all of the carrier recommendations have been incorporated in the schedules
we adopt as Schedules S-1 through S-6. Efforts have been made to minimize
any duplication with ARMIS reportings. It is our ultimate intention to
incorporate as much Form M data as possible into ARMIS. However, at this time
ARMIS is not ready to accommodate the volume of statistics we require. Until
that time a few items will be duplicated in both places. We do not anticipate
that this will be a burdensome arrangement.

VII. Paperwork Reduction

137. On October 4, 1988, the revisions to the Form M that were
proposed in the 0IC, were forwarded to the Office of Management and Budget
(OMB) for approval. A number of parties filed comments with OMB and that
agency provided us with a set of those comments, which have been considered in
the development of the revised Form M adopted by this Order.

138. On December 9, 1988, OMB approved the use of the proposed
information collection through August 31, 1991, subject to certain conditions.
These conditions included (1) an exploration of the treatment of proprietary

153 GTE comments at 6.
154 USTA reply comments at 12-13.

155 Summaries of these meetings have been included in the record for this
proceeding.
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data, where applicable, (2) submission of new additions or deletions of data
to OMB for further review, (3) a revision of burden hour estimates based on
commenting parties' reported experience in preparing the Form M, and (4) a
continuation of the assessment of various reporting requirements with a view
toward determining those which can be included in the ARMIS reporting system.

139. In this Order we have addressed the issues of confidential
treatment (Section III) and we have made a substantial number of changes to
our original proposal based, for the most part, on the suggestions of the
commenting parties. The revised schedules adopted in this Order will be
submitted to OMB for further review. Revised estimates of the reporting hour
burden will accompany that submission. For the purposes of OMB review, we
estimate that the average reporting hour burden will be approximately 1500
hours per respondent. We intend to perform an additional analysis of
reporting hour burdens for the revised Form M in the coming months, and we
will revise this 1500 hour estimate if the analysis, in light of the changes
we make here, yields a different conclusion.

VIII. Initial Filing

. 140. 1In an order by the Deputy Chief, Operations, Common Carrier

Bureau, released March 15, 1989, all carriers were granted an extension of
time for filing with the Commission their Form M for the year ended December
31, 1988. The extension was granted because the Form M is normally due on
March 31 of each year and carriers will need time to comply with the revised
requirements. The date for filing was extended until 60 days from the release
of this Order revising the Annual Report Form M. 156 The filing is to be
made on standard 8 1/2 by 11 inch paper, with a minimum 5/8 inch margin at the
top for binding purposes. Reports should be bound in such a manner as to
permit easy substitution of superseded schedules. In the interest of time, it
is suggested that, for the initial filing of the revised Form M, the forms
attached to this release be enlarged to facilitate completion and then reduced
to the required size for submission. Also, upon request and submission of
three formatted 5 1/4 inch disks, we will make the forms available on computer
disks to state regulatory commissions. Use of the disks may require special
software obtainable from non-governmental sources.

156 Revision of Annual Report Form M, Order, DA 89-275.
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IX. Ordering Clause

M1. Accordingly, IT IS ORDERED, pursuant to Sections 4(i), 4(J),
201-205, 215, 219, and 220 of the Communications Act of 1934, as amended, 47
U.S.C. 158 (1), 154 (J) 201-205, 215, 219, and 220, that the revised Form M

schedules contained in Appendix B attached ARE ADOPTED, effective 30 days from
publication of the schedules in the Federal Register.

FEDERAL COMMUNICATIONS COMMISSION

Gerald Brock
Chief, Common Carrier Bureau
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American Telephone and Telegraph Company (AT&T)

The Ameritech Operating Companies (Ameritech)

Arthur Andersen & Co. (Arthur Andersen)

Bell Atlantic Telephone Companies (Bell Atlantic)

BellSouth Corporation, South Central Bell Telephone and Southern Bell
Telephone and Telegraph Company (BellSouth)

Central Telephone Company (Centel)

Communications Sattellite Corporation (COMSAT)

GTE Service Corporation and its affiliated domestic telephone companies
(GTE)

Mountain States Telephone and Telegraph Company, Northwestern Bell
Telephone and Pacific Northwest Bell Telephone Company (US West)

New England Telephone and Telegraph Company and New York Telephone
Company (NYNEX)

.State of New York Department of Public Service (NYDPS)

The Staff of the Public Utilities Commission of Ohio (Ohio)

Pacific Bell and Nevada Bell (Pacific Telesis)

Southern New England Telephone Company (SNET)

Southwestern Bell Telephone Company (SWB)

United States Telephone Association (USTA)

United Telecommunications, Inc. (UTS)

List of Reply Commenters

ATAT

Ameritech
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BellSouth

Contel Corporation (Contel)
US West

NYNEX

Pacific Telesis
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USTA
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FEDERAL COMMUNICATIONS COMMISSION
ANNUAL REPORT FORM M

GENERAL INSTRUCTIONS

(a~) The Federal Communications Commission Annual Report Form M shall
be filed by telephone companies operating telephone exchanges and having
annual operating revenues in excess of $100 million.

(b) The Annual Report Form M shall be filed not later than March 31
of the year following the calendar year covered in the report. Each carrier
shall use as its carrier code the ARMIS study area code prescribed for each
operating company in the ARMIS USOA Report.

(c) Each carrier required to file an Annual Report Form M shall file
three copies on 8 1/2 inch by 11 inch paper with the Commission at its offices
in Washington, D.C. For ease of preparation, an criginal may be produced on
larger computer paper and reduced for submission to the Commission. Copies
filed with the Commission must be legible and permanent. All entries shall
‘be in black ink with reverse amounts indicated in parentheses unless
specifically directed otherwise in individual instructions for the schedule.

(d) Unless otherwise indicated, the information required in Annual
Report Form M shall be taken from the accounts and other records prescribed in
47 C.F.R. Part 32, and the definitions and instructions contained therein
shall also apply to this report wherever applicable.

(e) Schedule B-1, Balance Sheet Accounts, and Schedule I-1, Income
Statement Accounts, shall be filed in accordance with the provisions and
instructions of the ARMIS USOA Order. (Automated Reporting Requirements for
Certain Class A and Tier 1 Telephone Companies (Parts 31, 43, 67 and 69 of the
FCC's Rules) DA 88-2066, released January 6, 1989.) Paper copies of Table I
of the ARMIS USOA Report shall be redesignated as Schedule B-1 and Table 11
of the ARMIS USOA Report shall be redesignated as Schedule I-1 and filed as a
part of the Form M. On Schedule I-1 carriers are required to show the total
compensation for the year and the total number of employees at the end of the
year in a footnote. The number of employees at the end of the year shall be
broken down by full time and part time employees. Schedules redesignated as
B-1 and I-1 are reported in thousands of dollars. All other schedules shall
be rounded to the nearest dollar provided that amounts are appropriately
adjusted to agree with the totals.

(f) All instructions shall be followed and each question shall be
answered fully and accurately. A sufficient answer shall appear to show that
no question has been overlooked. The expression "none" or "not applicable”
shall be given as the answer to any particular inquiry where it truly and
completely states the fact. Customary abbreviations may be used except that



the exact name of the respondent shall be shown in full on the "Title Page,"
in Schedule A~1, Identity of Respondent, and on the "Signature Page."

(g) References to reports of previous years or to other reports shall
not be made in lieu of requjsite information except as provided in query 3 of
Schedule A-6.

(h) Wherever information is required to be shown "in a note" the
information shall be shown at the foot of the schedule if space permits, or a
reference shall be made to the adjacent page or insert where the note will be
found. In each case the information shall be properly identified. Where the
space provided is insufficient for the required data or where it is otherwise
necessary or desirable to insert additional statements or schedules, the
insert pages shall be of durable paper conforming to this form in size and
width or margin. Each insert shall bear the number and title of the schedule
to which it pertains, as well as the name of the respondent-and the year

covered, in a style conforming as nearly as practicable to that appearing on
the regular page.

(1) The information required with respect to any statement shall be
.furnished as a minimum requirement to which shall be added such further
material information as is necessary to make the required statements, in the
light of the circumstances under which they are made, not misleading.

(3 Public reporting burden for this collection of information is
estimated to average 1500 hours per response including the time for reviewing
instructions, searching existing data sources, gathering and maintaining the
data needed, and completing and reviewing the collection of information. Send
comments regarding this burden estimate or any other aspect of this collection
of information, including suggestions for reducing the burden, to the Federal
Communications Commission, Office of Managing Director, Washington, D. C.
20554, and to the Office of Management and Budget, Office of Information and
Regulatory Affairs, Washington, D. C. 20503.



IDENTITY OF RESPONDENT
{Coupany)

Year Baded Decesber 31, 19__

0000 o000

FORN W SCNBDULE A-1
{Code) by

nediately folloving these fnstructions

ers and the captioss, aw indicated, togetder with tbe information respectively pertinest thbereto.

rt the severa] »

- Use the words “the® and “*Company® or *Co.* only vhen they are parts of the corporate mase.

Lavs affecting orgavization. 1t {ncorporated mader a special charter, give date of pa of the act; if wnder a gemeral law, give date of iling certificate of orgavization; fif a reorganization has been
effected, give date of reorganization. If a receivership or other tr st, give also date vhea such receivership or other possession began. [If a partaership, give date of formation, and wawes of presest partaers
Give specific reference to applicable lavs of the State or Yerritory sader which orgavized, citing chapter and section of each statwte and all anenduents thereof. Include all graats of corporate povers by the
United States or any foreign coantry; niso, a1l anendueats to charter. (See Cemeral Instractions lg) and ).}

Consolidated or aerqed coapanies. Indicate the nage of each coapany consolidated, merged, or othervise conbined with the respordeat duering the year, ..mon_.a_.a therevith specific reference (citing nw.aana ad
section) to special or geseral lass, inclading all anendnents, wader which each consolidation, merger, or other combination was elfected: and, when applicable, the nane of the goverapental body antboriziag the

cosbination and specific reference to the i struseat of authorization. In each case, give the date tbat the cosbination effected. Also, give gpecilic reference lciting chapter and section] to provisioas
aerged company.  laclude in 2 separate list and fully explain cases ia which

of the charter or the lavs, incleding all aneadaeats, governing the organization lor reorganization) of each constitatent or
1p or control of their eatire capital stock, through leases of loag duration (wader which the lessor coapanies do not saistain

corporations have becose inactive and have beea practically absorbed throagh own !
independest organizatioss for financial parposes] or otherwise, so that mo distinction is made ia operating or in accovating by reason of the original separate incorporation.

Poraer idestity. If, because of reorganization during the year or for any other reason, the respondent conducted any part of its b under n aane or nanes other than that shows wnder Ites 1 abo
the aane or nanes mader shich s conducted. Also state the circonstances occasioning the reorganization.
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SCHEDULE A-3  BOARD OF DIRECTORS AND GENERAL OFFICERS
: INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

i, Respondents shall report in column (a) the name and address of
each person who was a director or a general officer during the year. Report
in column (b) for each person listed in column (a) the title and the
department over which that officer had jurisdiction.

5. Respondents shall report in column (c) the date the term expired
or the date the current term will expire and in column (d) how long the
director has served continuously.
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SCHEDULE B-1 BALANCE SHEET

INSTRUCTIONS

1. Respondents shall file a paper copy of the ARMIS USOA Report (Form 43-02,
Table 1).



SCHEDULE B-2 STATEMENT OF CASH FLOWS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company

name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 2 pages.

4., This schedule need not be completed if the respondent includes
the identical format of Schedule B-2 in its SEC Form 10-K at the operating
company level and supplies a copy of its SEC Form 10-K to the Commission. In
such cases carriers may annotate this schedule to indicate the information is
included in its SEC Form 10-K.

5. Report in column (¢) amounts for lines 1, 13, 14, 20, 21, 22,
33, 34 and 35, 36, and 37. For all other lines report amounts in column (b).

6. Amounts included for lines 12, 19, and 32 should be identified
and explained in the notes portion of the schedule.

7. Lines 2 through 12 shall contain the adjustments to net income
to arrive at cash inflows and outflows from operating activities.

8. Lines 15 through 19 shall contain the cash inflows and outflows
from investing activities. Investing activities include making and collecting
loans and acquiring and disposing of debt or equity investments and property,
plant, and equipment and other production assets (other than materials that
are part of the respondent's inventory).

9. Lines 23 through 32 shall contain the cash inflows and outflows
from financing activities. Financing activities include obtaining resources
from owners and providing them with a return on, and a return of, their
investment; borrowing money and repaying amounts borrowed; and obtaining and
paying for other resources obtained from creditors on long-term credit.

10. On line 34, respondents with foreign curreney transactions or
foreign operations shall report the effect of exchange rate changes on cash
balances held in foreign currencies using the exchange rates in effect at the
time of the cash flous. An appropriately weighted average exchange
rate for the period may be used for translation if the result is substantially
the same as if the rates at the dates of the cash flows were used.



T s

0000

761 *It Jequadaq  pepug Jesf

0000

{Auedro))

SEZiEEATaRaz AR 2 - , abed 8143 10304 It
J $A1A12Y B8130048] (8] pasn) &q paplacsy ¥a3 08 "
{paa1edna) 6a131a132V Bajasean] Jaq3p 61
sdueapy Jo jsdaleday o1 spsaroyg |
SAIRT[1]IV 0] S3080ADY PUR U] $1UaNISAE] i
j03udiubg pue j0e[q ‘d13adoag jo sjesodsg 201) 830N I
$ (suor3}syaboy pareray aseaq [eaide) pue so13oni3en0) bapang pasp spang Jo

20eao[Y Jo jan) 10audiaby pae jee[q ‘Aysedosg Jo soryisjubay/eofideiisec) sl

pasanaREaR SRS sEe 1891114139V Bag1saan] wcl] {sa0[]180) sao[ja] yse)

R
§ m_mmmm mmmwwwm%mmw SI131A12Y Be[aeadg (e} pasq) q papraoag weed 30 H
R ——— e [ 1 3 4 3
$ _mmmmu mmmmmm ik py (0308 1
{penie|dra) 29q30 144
§11p31) pallajag pue sINFTIqRIT J9RIQ0 4] abuey) Jop I
sabaey) pailaJag pue sjassy 19g30 81 ebueq) Jan 9l
SA[3111qRIT PInIOOY pue sajqeheq Suryeladg a) abeey) 19 §
§310309a0] poe saf[ddag ‘[ersaiey ay abueq) Jan (]
s3]qeajaday beryesado u) abeey) o L
§0J30813680) SULIRG pasn spang 10] aeeno]|y ]
¥ - I pazfydoneny 1
. 190 - sIARy QNODN] PRI [)
9[qRA129] 870R000Y 20] 538807 10) ROJS]A0Nd {
§ 0§30z [308Y pue BOjIR{deidag t
$0913[A120Y bupiedadp dq papraodd gse) 190 03 IM0B] 33g I[[8039) 03 smanysu(py

§ 20034] 391 1

10]11A110Y 6ujieledy soa) swoly st

BIUSIEA —\Jvm YSe®D pue yYseH u) (K 2 1 X RVi=Y V] -\....LU:M,

9 L) {e)
anony saony 093] Jo 8018110
. iy (9003} 11

T-6 21003028 ¥ Magd

SAOTId HSVYD 40 IN3IW3ILIVLS




m”m"m P13 0 pug 3¢ s3ue[earaby wsed pue wse) | 4
m 141 o113 Jo Gataugbag je sysajeajubg qse) pue yse) 9t
ik a[eajabz 1se) puR §se) U] [asealdaq) /asealan] jan €
e se) S0 sabmeq) ajey abueqdrg Jo 109))3 "
mmmmmmm $3111a1797 Bugonunyy Aq papjaoag yse) 1a8 1
{penjeldaa) safaja2y buponanyy Jagdo iU
Pleg spraplalg i€
saleqg Ainssall Jo aseqdinday o
100284 001] samysaan] Aajabg/yo01s 10as0) bejass| 801) 8pavdolgd 1]
80136} [40 3507 [¥2[de) Jo Juandey 1]
1q3q 819)-6807 Jo jeasdeday 12
. 199¢ 019)-b80 m01) 5p3ad0¢ 1]
S91011JJV 001) s3dusapy Jo jasndeday 2
$93¢1 1]V 002 sedneapy n
§ $¥] 10 Sq180§ 202y JO Sa]31InJeR [eR]5110 YI]8 1430 8197-10RS U] 350319/980a18] 19} (1]
-__M mm_mmm ! R1214]191 bajoseal] wo1) saofd yse)
$ mm»m—_ mmmn ] abed bajpadead moa) (o0 | 2t
13 L] ]
1unoey tsony 911 Jo #0[3djiaseg ‘o
an
iy (9po))
61 CIC oA papag deay
{Auedao))

(PPI0)) sa0 14 HSVD dH0 »zmzuh<bm&




SCHEDULE B-3a INVESTMENTS IN AFFILIATED COMPANIES
: INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaceé provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page. Additional sheets may be used
as required.

4. As column headings for columns (b) through (j), reporting
companies shall identify the affiliated companies accounted for under the
“equity method".

5. With respect to each company identified in a column heading,
the respondent company shall provide the information called for on the line
items shown in column (a). If there is no information to be reported for a
line item included in column (a) for any company reported in columns (b)

through (Jj), the reporting company should enter "O" (zero) in the appropriate
column.
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SCHEDULE B-3b  INVESTMENTS IN AFFILIATED COMPANIES - COST METHOD
AND NONAFFILIATED COMPANIES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page. Additional sheets may be used
as required.

4. As column headings for columns (b) through (i), respondents
shall identify the affiliated companies accounted for under the "cost method"
in Account 1401 and in column (j) data relating to nonaffiliated companies
accounted for in Account 1402.

5. With respect to each company identified in columns (b) through
(i) and all nonaffiliated companies included in column (j) in the aggregrate,
the reporting company shall provide information called for on the line items
shown in column (a). If there is no information to be reported for.a line
item included in column (a) for any company reported in columns (b) through
(1), the reporting company should enter "0" (zero) in the appropriate column.
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SCHEDULE B-3c ANALYSIS OF ASSETS PURCHASED FROM
. OR SOLD TO AFFILIATES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page. Additional sheets may be used
as required.

4, By affiliate, report separately the sales and or purchases of
assets at any time during the year. :

5. In Section I, report in column (b) the accounts in which
purchased assets were recorded. In columns (c¢), (d), and (e), respectively,
report by account the total cost (original cost, if previously used for
regulated service), accumulated depreciation, and total net book value of the
asets on seller's books at the time of sale. Report in column (f) the fair
market value of the assets for each amount reported in column (e¢), and report
in column (g) the purchase price.

6. In Section 11, report in column (b) the accounts in which the
assets were recorded on the respondent's books of account. In columns (c¢),
(d), and (e), respectively, report by account, the total original cost, the
accumulated depreciation, if any, and the total net book value at the time of
sale. In column (f) report the fair market value of the assets for each
amount reported in column (c¢), and in column (h) report the sales price.
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SCHEDULE B-4 UNCOLLECTIBLE ACCOUNTS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

L. For accounts identified in columns (b), (¢) and (d) enter the
amounts for which a description is contained in column (a).

5. In the space provided beginning with 1line 14, 1list the
affiliation for which amounts were written off during the year.

6. In columns (b}, (c), and (d) report the amounts written off for
each affiliate reported in column (a).
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SCHEDULE B-5a ANALYSIS OF TELECOMMUNICATIONS PLANT IN SERVICE RETIRED
‘ INSTRUCTIONS

1. This schedule shall be filed annually .on Mareh 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enhter the company

name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

4, Respondents shall report in column (b) amounts charged or
credited to the accounts identified in column (a) that are related to plant
sold with traffic and in column (c) amounts charged or credited to the
accounts identified in column (a) that are related to other plant retired.

5. Charges to Account 3100, Accumulated Depreciation, reported in
column (c) shall be reported gross before salvage and cost of removal entries
(see Schedule 144).

6. In the space provided at the bottom of the schedule, respondents
shall provide a full explanation of other accounts charged or credited.
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SCHEDULE B-5b ANALYSIS OF ENTEIES IN ACCUMULATED DEPRECIATION
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 4 pages. Pages 1 and 2 shall include

Accounts 2112 through 2232 and pages 3 and 4 shall include Accounts 2311
through 2441,

4, Respondents shall enter in column (b) on pages 1 and 3 the

accumulated depreciation balance at the beginning of the calendar year for
each line item in column (a).

5. Respondents shall enter in column (¢) on pages 1 and 3 the
credits to accumulated depreciation as a result of charges to Account
6561, Depreciation Expense, and in column (d) other credits to accumulated
depreciation. Other credits shall be noted and explained in a separate sheet
accompanying the schedule.

6. In column (e) respondents shall report charges (debits) to
accumulated depreciation for plant retired. In column (f) respondents will
enter the total of other charges (debits) to accumulated depreciation. 1In
column (g) respondents shall report the balance at the close of the calendar
year for each item in column (a).

7. On pages 2 and 4 of each set of schedules, respondents shall .
enter in columns (i) through (m) the data requested in the column headings
for plant retired which was reported in column (e) on pages 1 and 3.

8. Each column shall be subtotaled in the spaces provided on each
page.
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SCHEDULE B-5¢ BASES OF CHARGES FOR DEPRECIATION
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page. If additional line items are
required, a second sheet may be added.

4, Separate schedules shall be filed for each jurisdietion in which
the respondent operates and for the overall operations of the respondent.

5. Each plant account and subeclassification for which depreciation
" rates are developed shall be listed in column (a).

6. The net salvage factors in column (d) shall be shown as a
percentage of original cost.

7. A "W" in column (b) indicates a whole life rate in column (f),
an average service life in column (c) and average net salvage in column (d);
and "R" indicates a remaining life rate in column (f), an average remaining
life in column (c), a future net salvage in column (d).

8. For each plant account, report in column (f) the prescribed
depreciation rate or those used by the carrier in accordance with Part 32,
Section 32.2000 (g) of the Commission's Rules.

9. The depreciation rate in column (f) for primary plant accounts
for which subclasses or vintages are used, the life in column (c), net salvage
percentage in column (d) and the accumulated depreciation percentage in column
(e) are to be composited so that the resulting calculated composite rate
produces the same charge to operating expenses as the sum of the individual
rates applied to the individual classes of plant.

10. In column (g) report the amount of depreciation charged to
Account 6561. In column (h) report the amount amortized to Account 6561.

11. In column (i) report the average plant balance and in column
(J) report the composite rate.
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SCHEDULE B-ba ANALYSIS OF ENTRIES IN PROPERTY HELD
FOR FUTURE TELECOMMUNICATIONS USE
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

4, Respondents shall 1list in column (a) each item amounting
individually to $! million or more and report all others in the aggregate.

Amounts reported on this schedule shall be rounded to the nearest thousand
dollars.

5. In column (b) respondents shall enter the date the property was
recorded in Account 2002, Property Held for Future Telecommunications Use.

6. In column (c) respondents shall enter the dollars related to the
property identified in column (a) at the beginning of the calendar year
covered by the report.

7. In columns (d) and (e) respondents shall enter additions and
retirements, respectively.

8. In column (f) respondents shall enter transfers and adjustments
and corrections during the calendar year and fully explain in a note
to the schedule each amount recorded in column (f) which exceeds $100,000.

9. In column (g) respondents shall enter the dollars related to the
property identified in column (a) remaining in Account 2002 at the close of
the calendar year. ’
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SCHEDULE B-6b ANALYSIS OF TELECOMMUNICATIONS PLANT ADJUSTMENT
' INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall report on line 1 in column (c¢) the aggregate
balance of acquisitions having debit balances and on line 1 in column (d) the
aggregate balance of acquisitions having a credit balance at the beginning
of the calendar year. The net of aggregate debit and aggregate credit
balances shall be reported on line 1 in column (e).

5. In separate sections of this schedule, respondents shall report
additions to and reductions of Account 2005, Telecommunications Plant
Adjustment.

6. Entries made during the calendar year which increase or decrease
the aggregate debit balances or credit balances at the beginning of the year
shall be reported on line 8 or line 17 in column (c) or (d) respectively.

7. Additions attributable to acquisitions made during the year
shall be separately identified in column (a) in the additions section of this
schedule and column (b) shall be used to report the dates that the respondent
requested approval of the transaction. Aggregate debit balances shall be

recorded in column (d) and aggregate credit balances shall be reported in
column (e).

8. Dispositions shall be separately identified in the reductions
section. When disposition is made in accordance with Commission approval
under 47 C.F.R. Section 32.2005(b)(2) or 47 C.F.R. Section 32.2005(b)(3),
the date of the approval shall be entered in column (b).
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SCHEDULE B-7 CAPITAL LEASES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondénts shall enter the company
name, the year, the carrier code, and the digits representing the 1last month
and year covered in the report.

3. This schedule consists of 2 pages.

4y, In column (a) on page 1, the respondents shall list in account
number order each category of plant (Class B account level) for which capital
leases are recorded. (See Section 32.2000(j) for Class B category of plant
for Accounts 2110 through 2410.)

5. In succeeding columns, respondents shall disclose in column (b)
the present value of the lease commitment at the inception of the lease, in
column (c¢) the accumulated amortization at the close of the period covered by
the report, and in column (d) the net book value balance at the close of the
period (column (b) minus column (c)).

6. In column (e) on page 2, the respondénts&shall list in account
number order each category of plant for which capital leases are recorded.
Line numbers on page 2 shall correspond with line numbers on page 1.

7. In columns (f) and (g) respondents shall disclose the amount of
the lease obligation to be paid during the coming year to the lessor and the

remaining long-term lease obligation at the close of the year covered by the
report.

8. In columns (h), (i) and (j), respondents shall report the annual
lease cost components called for in the column headings and paid during the
year covered by the report.
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SCHEDULE B-8 DEFERRED CHARGES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company
name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall disclose in separate sections for Account 1439
the amount deferred for each item amounting individually to $1,000,000 or
more.

5. Any balancing amount applicable to this account shall be shown
on the line Aggregate of All Other Items, which 1is the 1line immediately
preceding the total line for the account.
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SCHEDULE B-9 ACCOUNTS PAYABLE
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the 1last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In Section I respondents shall identify each affiliate creditor in
column (a), the beginning balance in column (b), the gross debits and gross

credits in columns (¢) and (d), respectively, and the balance at the end of
the year in column (e).

5. In Section II respondents shall identify in column (a) the name
of the ten largest creditors to whom an amount of $1,000,000 or more was
payable at the end of the calendar year. In column (e) for each creditor
identified in column (a), respondents shall report the amount owed each
creditor at the close of the calendar year.
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SCHEDULE B-10 LONG-TERM DEBT
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of ‘each calendar
year for the results of the. preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report. .

3. This schedule consists of 1 page.

4. Respondents shall disclose in account number order in column (a) a

description of the long-term obligation, including those maturing in the
coming year.

5. In columns (b), (c), (d) and (e), respectively, respondents shall
enter the face amount authorized, the nominal date of issue, the date of
maturity, and the face amount outstanding recorded in Account 4050, and the
face amount outstanding in Account 4210, 4260 or 4270.

6. In column (f), respondents shall enter the amount of unamortized
premium or (discount) in Accounts 4220 and 4230, respectively. Discounts
shall be enclosed in parentheses.

7. In column (g) respondents shall report any unamortized debt issuance
expenses related to the issue reported in column (a).

8. In columns (h) and (i), respectively, respondents shall enter the
stated rate and the yield rate. Stated rate shall be defined as the interest
rate on the face amount of the debt instrument. Yield rate shall be defined
as the rate of interest after consideration of the discount or premium and
any related unamortized debt issuance expenses.
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SCHEDULE B- 11 NET DEFERRED OPERATING INCOME TAXES (Accounts 4100 and 4340)
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces proQided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. In column (b) respondents shall provide the beginning balance for
the year for each of the line items in column (a).

5. In columns (c) and (d) respondents shall provide the account numbers
and amounts, respectively, for current year deferrals.

6. In column (e) respondents shall provide the amounts for the current
year amortizations.

7. In column (g) respondents shall provide the adjustments (debit or
(credit)) made to the items in column (a) if the adjustment amounts to
$100,000 or more. Each adjustment shall also be explained at the bottom of
this schedule.

8. In column (h) respondents shall provide the ending balance for the
year.
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SCHEDULE B-12 NET DEFERRED NONOPERATING INCOME TAXES (Accounts 4110 and 4350)
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In column (b) respondents shall provide the beginning balance for
the year for each of the line items in column (a).

5. In columns (c¢) and (d) respondents shall provide the account
numbers and amounts, respectively, for current year deferrals.

6. In column (e) respondents shall provide the amounts for the current
year amortizations.

7. 1In column (f) respondents shall provide the adjustments (debit or
(credit)) made to the items in column (a) if the adjustment amounts to

$100,000 or more. Each adjustment shall be explained at the bottom of this
schedule,

8. In column (g) respondents shall provide the ending balance for the
year,
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SCHEDULE B-13 OTHER DEFERRED CREDITS (ACCOUNT 4360)
INSTRUCTIONS

-

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the ecarrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, Respondents shall disclose in column (é) the nature of each item in
the account amounting individually to $1 million or more.

5. Respondents shall disclose remaining amounts in the aggregate.
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SCHEDULE B-14 CAPITAL STOCK
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report. ‘

3. This schedule consists of 1 page.

4. Beginning with common stock, respondents shall‘enter the class of
stock and a description of any pertinent details such as differences in voting
rights, preferences as to dividends or assets, pledges, etc. '

5. Respondents shall provide the information specified in column

headings (b) through (h) and note any other pertinent information at the
bottom of the schedule.
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SCHEDULE B-15 CAPITAL STOCK AND FUNDED DEBT REACQUIRED OR
RETIRED DURING THE YEAR
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each
calendar year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company

name, the year, the carrier code, and the digits representing the last month
and year covered in the report.

3. This schedule consists of 2 pages.

4, 1In column (a) the description of the security should include,

as appropriate, the dividend rate (if any) or the interest rate, term and
maturity date.

5. In columns (b) and (c) report the cost per unit of the
reacquired securities, 1i.e., the call rate per unit in the case of called
securities, the face amount per unit of matured debt, or the average purchase
price per unit in the case of other securities reacquired. Do not include

brokerage fees, unamortized discounts, premiums or issuance costs in this
amount.

6. If securities are reacquired in one year and retired in
another, only the data called for in columns (a), (f) and (g) shall be
reported for the year in which they are retired.

7. With respect to columns (i) to (n), inclusive, report
dispositions of discounts, premiums, and expenses in the year in which the
dispositions are made. Do not report normal amortization of amounts

includable in Account 4220, Discount on Long-Term Debt, or Account 4230,
Premium on Long-Term Debt, through charges or credits to Account 7510,
Interest on Funded Debt. If any amounts are to be amortized, state that fact
in a note, describe the plan of amortization (including the period thereof'),
and give references to (1) the public authorities (if any) having jurisdiction
over each transaction, (2) their authorization (e.g., case or docket number),
and (3) this Commission's approval of the proposed accounting. In columns (k)
and (1) report the call or tender premiums associated with the reacquired
securities, and in columns (m) and (n) report the other associated cost of
reacquisition, including brokerage fees and unamortized discounts, premiums
and issuance costs associated with the securities reacquired.

8. In the case of securities reacquired or retired in connection
with refinancing, identify in a note the year and schedule of the annual
report in which the refunding issue is described.
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SCHEDULE I-1 INCOME STATEMENT ACCOUNTS

INSTRUCTIONS

1. Respondents shall file a paper copy of the ARMIS USOA Report (Form 43-02,
Table 1I).



SCHEDULE 1-2 SPECIAL EXPENSES ATTRIBUTABLE TO FORMAL REGULATORY CASES
, 'INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year,

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall enter in columns (b) through (e) dollar amounts -
for expenses incurred during the year in connection with formal cases where
the total expenses applicable to an individual regulation or case were
$100,000 or more before Federal, State, and other regulatory commissions, and
in cases in which such a commission is a party, including to the same extent,
the cost of valuations, inventories, and appraisals of plant made for rate-

case purposes and those taken in compliance with State and other regulatory
authorities.

5. Expenses in connection with the procurement of franchises, issuance
of capital stock and funded debt, and the expenses of securing certificates
of convenience and necessity shall not be included in this schedule.

6. In column (a) respondents shall provide a complete description of
the regulation, hearing, or case that occasioned the items reported, including

its number or other identification and the name of the regulatory commission
concerned.

7. In column (b) respondents shall include special assessments by
regulatory commissions pertaining to the proceedings reported. General
assessments by such_commissions shall not be included in this schedule.

8. In column (¢) respondents shall include amounts such as fees,
retainers, and expenses (excepting minor expenses not readily separable) paid

to attorneys, consultants, and others not carried on the payroll of
respondents.

9. In column (d) respondents shall include salaries and wages and
readily associable expenses of employees that have been employed or retained
in service by respondent solely or almost entirely because of one or more of

the proceedings reported. Total expenses reported in columns (b), (e¢) and (d)
shall be reported in column (e).
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SCHEDULE 1-3 GENERAL SERVICES AND LICENSES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall enter in column (a) the name of the affiliate to
whom respondents paid $100,000 or more for services received under a license
agreement, a general service contract, or other arrangement providing for the

furnishing of general accounting, engineering, finanecial, legal, patent, and
other general services.

5. Respondents shall describe in column (b) the type of service
provided.
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SCHEDULE I-4 PENSION COST
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page. Separate pages shall be filed for
each major plan, e.g., management and nonmanagement.

4. Respondents shall provide information for the year covered by the
report in column (b) and for the preceding year in column (c).

5. On line 1, respondents shall disclose the accumulated benefit
obligation which is the actuarial present value of benefits as of a specific
date during the calendar year determined according to the terms of a pension
plan and based on employees' compensation and service to that date (salary
progression is not considered in making this computation).

6. On line 2, respondents shall disclose the projected benefit
obligation which is the actuarial present value of all benefits attributed to
employee service up to a specific date, based on the terms of the plan

including salary progression factor for final pay and career average pay
plans.

7. On line 3, respondents shall disclose the fair value of plan assets
which for the purpose of this schedule shall mean the amount that a pension
plan could reasonably expect to receive for investments in a current sale

between a willing buyer and a willing seller, that is, other than in a forced
or liquidation sale.

8. On lines 4 and 5, respondents shall report, respectively, the
discount rate for the settlement of liabilities which was used to adjust to
present values and the expected long-term return on plant assets which shall
be the rate of earnings expected on funds invested or to be invested to
provide the benefits included in the projected benefit obligation.

9. On lines 6 through 10, respondents shall report in columns (b) and
(c) the dollar amounts of components of the net periodic pension cost
calculation,

10. On lines 12 and 13, respondents shall report, respectively, the
number of active and retired employees under the plan,



11. On lines 14 through 17, respondents shall report at the reporting
company level in columns (b) and (c) the dollar amounts for each line. The
term "Minimum Required Contribution" shall mean the payment by the respondent
to its employees' pension fund to meet the requirement set forth in the
Employee Retirement Income Security Act of 1974 (ERISA); the term "Actual
Contribution" shall mean the amount contributed by the respondent to its
employees' pension fund; the term "Maximum Amount Deductible” shall mean the
amount of pension expense that is allowable under Section 415 of the Internal
Revenue Code; and the term "Benefit Payments" shall mean disbursements from

a pension to entitled participants for pension benefits, death benefits and
benefits due on termination of employment.

12. On lines 18 through 20, respondents shall disclose in columns (b)
and (c) for the reporting company the total pension cost, the pension cost

capitalized and the accumulated pension asset or (liability) at the close of
the year.

13. On lines 21 and 22, respondents shall disclose in columns (b) and
(e) for the reporting company the active and retired employees covered,
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SCHEDULE I-5a OTHER OPERATING TAXES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the. preceding calendar year.

2. In the spaces provided, respondents shall enter the company name, the

year, the carrier code, and the digits representing the last month and year
covered in the report.

3. This schedule consists of 1 page. If additional sheets are

necessary the total reported in column (h) shall be included only on the last
sheet.

4., In column (a) respondents shall list the name of each jurisdiction
to which government taxes were payable. Among items includable are property,
gross receipts, franchise and capital stock taxes.

5. Respondents shall 1list as column headings (b) through (g) a short
descriptive title for each type of tax charged to Account T7240.

6. Respondents shall disclose by a footnote taxes applicable to its

plant leased to others to which the rent is credited to Account 5240, Rent
Revenue.
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SCHEDULE I-5b PREPAID TAXES AND TAX ACCRUALS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In column (a), respondents shall list each category of tax for which
the respondent was liable on its own behalf during the year. Should any type
of tax be applicable to more than one year, respondents shall disclose those
taxes separately for each year.

5. Respondents shall disclose in column (b) the amount of prepaid taxes
and in column (c) the amount of tax accruals at the beginning of the year and
in column (d) other taxes accrued.

6. In column (e) respondents shall list the accounts charged and in
column (f) the amount of taxes accrued during the year.

7. In column (g) respondents shall disclose the amount of taxes paid and
in column (h) the adjustments with an explanation for each adjustment
amounting to $100,000 or more.

8. 1In succeeding columns, respondents shall disclose the balance at the
end of the year for the prepaid taxes, income tax accruals and other taxes
accrued.
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SCHEDULE I-5c¢ EXCISE TAXES COLLECTED
FROM USERS OF RESPONDENT'S SERVICES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall report in columns (a) and (b) the name of each

state or Jurisdiction and the amount for which excise taxes were collected,
respectively.
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SCHEDULE 1-6 ADVERTISING
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

‘4, Respondents shall disclose on line 1, the total amount charged to
Account 6613, Product Advertising. Those costs shall include costs incurred
in developing and implementing promotional strategies to stimulate the
purchase of products and services.

5. Respondents shall disclose on line 2 the total amount of external
relations expenditures to include cost to maintain relations with the
government, regulators, other companies and the general public.

6. On line 3, respondents shall individually identify other operating

accounts which were used in recording advertising expenses amounting to
$100,000 or more.

7. On line 4, respondents shall report the total advertising expenses
charged to operating expenses.

8. On line 5, respondent shall individually disclose any advertising
costs recorded in Account 7370, Special Charges, that have been included in
the determination of operating expenses for ratemaking purposes.
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SCHEDULE 1-7 MEMBERSHIP FEES AND DUES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. Respondents shall disclose in column (b) the amount paid for
membership fees and dues for each line item in column (a).

5. Respondents shall specify in column (a) any other type of
organization to which membership fees and dues were paid.
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SCHEDULE 1-8 SPECIAL CHARGES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In column (a) respondents shall establish separate captions for (1)
advertising expenses, (2) memberships fees and dues, (3) abandoned
construction projects, (4) penalties and fines, (5) charitable, social or
other community welfare, and (6) all other items in the aggregate.

5. Under captions (1), (2), (5) and (6) report aggregate amounts, and

under captions (3) and (4) report individual items amounting to $100,000 or
more.
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SCHEDULE 1-9 DONATIONS OR PAYMENTS FOR SERVICES
' RENDERED BY PERSONS OTHER THAN EMPLOYEES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year,

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, Respondents shall report all charitable donations and payments to
academia. Respondents shall also report in alphabetical order the recipient
and the amount paid for advertising and information services, clerical and
office services, computer and data processing services, personnel services,
and printing and design services when payments to the recipient exceeds
$250,000 during the calendar year. Respondents shall report in alphabetical
order, the recipient and the amount paid for auditing and accounting services,
consulting and research services, financial services, legal services and any

other type of service when payments to the recipient exceeds $25 000 during
the calendar year.

5. The term "payments" includes fees, retainers, commissions, gifts,
contributions, assessments, bonuses, subscriptions, allowances for expenses or
any other form of payments for services or as donations. This does not
include rents for property, taxes, utility services, traffie settlements,
amounts paid to affiliates for general services and licenses, and amounts paid

to persons other than non carrier affiliates for construction or maintenance
of plant.
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SCHEDULE I1-10 ANALYSIS OF DIVIDEND AND INTEREST INCOME
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In column (b) respondents shall report their share of undistributed
earnings or (losses) of affiliated companies accounted for under the equity
method recorded in Account 7360, Other Nonoperting Income.

5. In column (c) respondents shall report dividend income recorded in
Account 7310, Dividend Income.

6. In the section provided for other sources of interest income,
respondents shall identify sources providing interest income of $100,000 or
more during the year.
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SCHEDULE I-11 ANALYSIS OF EXTRAORDINARY ITEMS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report,

3. This schedule consists of 1 page.

4. In column (a) respondents shall report the particulars with respect
to Account 7610, Extraordinary Income Credits, and Account 7620,
Extraordinary Income Charges. Following the details for each account, show
the total amount reported in each account for the period.

5. In column (b) respondents shall report the amounts in Account 7610
and in column (c) respondents shall report the amounts in Account 7620.

6. Respondents shall report the tax effects of items in Account 7610
and Account 7620 in column (d) or column (e), as appropriate.
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STATISTICAL SCHEDULES
General Instructions - Definitions

Definitions

Schedule S-1

1.

10.

Aerial Wire - Consists of both open and insulated single or multi-
paired covered  wire. Aerial wire can be found in both the
distribution/exchange or interoffice facilities.

Aerial Cable - Cables that are attached to utility poles. The cables
in this environment can have conductors that are either metallic
copper or non-metallie. Aerial cables can be found in both the
distribution/exchange or interoffice facilities.

Miles of Cable - Sheath mileage.

Miles of Wire in ferial Cable - The number of conductors or physical
transmission paths times the sheath mileage.

Underground Cable -~ Cables that are located in conduit and manholes.
The cables in this environment can have conductors that are either
metallic copper or non-metallic. Underground cable facilities ecan
be found in both the distribution/exchange or interoffice facilities.

Miles of Wire in Underground Cable - The number of conductors or
physical transmission paths times the sheath mileage.

Buried Cable - This cable account <consists of cables that are
directly buried below the ground and not placed in conduit structure.
The cables in this environment can have conductors that are either
metallic copper or non-metallic. Buried cable facilities can be found
in both the distribution/exchange or interoffice facilities.

Miles of Wire in Buried Cable - The number of conductors or physical
transmission paths times the sheath mileage.

Submarine Cable - Cables that are submerged and cross large bodies
of water. Cables in this environment are laid directly on the bottom
and not enclosed within a protective cover such as conduit. The cables
in this environment can have transmission or paths comprised of either
metallic conductors or non-metallic fibers.

Submarine cable facilities ecan be found in both the
distribution/exzchange or interoffice facilities.



11.

12.

13.

14,

15.

16.

17.

18.

19.
20.

21.

22.

23.

24,

25-

Miles of Wire in Submarine Cable - The number of conductors or
physical transmission paths times the sheath mileage.

Miles of Wire in Deep Sea Cable - Similar definition as submarine
cable above.

Fiber Optic Cable - Thin filaments of glass or other transparent
material enclosed in a protective sheath through which a 1light beam
may be transmitted. Fiber cables can be found in both

distribution/exchange and interoffice/trunk facilities.

Fiber Miles - Total deployed measurement of miles derived from taking
the number of sheath miles times the number of fibers in the sheath.

The Number of Fiber Miles Lit - The portion of fiber miles that are
equipped with electronies for transmission use or are ready for use.

Number of Poles - Sum of solely owned and portions of jointly owned
poles. '

Equipped Miles of Tube in Coaxial Cable - Coaxial Sheath Miles times
the number of tubes equipped with electronies.

Conduit System - Pipe placed in the ground (which is reusable in
place) through which cables are pulled.

Trench Miles - Length of the ditch which contains the duct.
Duet Miles - The number of ducts times‘the trench miles.

Radio Relay - Equipment which is used to transmit and receive radio
waves through space over which communications channels are provided.

Miles of System - Total distance between repeater sites making up
for microwave radio systems above 890 mhz.

‘Miles of Radio Channel - Total miles of one-way radio channels used

for message, special services, video, or protection.

Miles of Equivalent 4khz Telephone Channel - Number of equivalent Ukhz
telephone circuit miles which are equipped and on radio systems.

Intrabuilding Network Cable - Cables located on the carrier's side
of the demarcation point or standard network interface inside
subscribers' buildings or between buildings on one customer's same
premises.



26.

27.

28.

29.

30.

31.
32.

Miles of Wire in Intrabuilding Network Cable - The number of
conductors or physical transmission paths times the sheath mileage.

Total cable - Total sheath miles of all cables (including fiber and
coaxial cables); total miles of wire in all cables (including fiber in
fiber cable and coaxial tube in coaxial cables).

Total Equipped Carrier Channel Miles - Total equivalent 4khz telephone
grade circuit miles in carrier plant.

Equivalent Ukhz Analog Carrier Channel Miles - Includes open wire,
paired cable (K, N1, N2, N3, N4, ON, ON/K), microwave radio (TL, TM,
TD2, TD3), and other analog microwave. (Reported for interoffice
only in circuit miles.)

DS-1 Digital or Equivalent Carrier Channel Miles =~ Includes
lightguide (fiber) cables, digital subscriber paired cable (T1, TIC,
T1D, T2), microwave radio (DR11-40, other digital microwave).
(Reported for ‘interoffice only in circuit miles.) A DS-1 carrier
channel operates at a 1.544 mb/sec data rate and can handle 24
64kb/sec voice channels. Multiply each DS-1 channel by 24 for this
data item, since a DS-1 can be equipped with up to 24 voice grade
circuts operating at 6lkb/sec.

Video - Miles of derived video channels. (Interoffice only.)

Radio System Miles - Total distance between repeater sites making up
microwave network.

Schedule S-2:

33.

3y,

35.

Central Office Switch - Piece of electromechanical or electronic
hardware for establishing connections from lines to lines, lines to
trunks, and trunks to trunks. (Excludes operator service centers.)

ISDN 16kb/sec Control Channels - The packet switched channel on a
digital subscriber line (where it is 16kb/sec) or an extended digital
subscriber line (where it is 64kb/sec) that carries signaling messages
and packet-switched user data. Control channels not operating at
the 16kb/sec rate should be reported in 16kb/sec equivalent units.
The number of equivalent 16kb/sec units should then be divided by 4.

6lkb/sec or Equivalent Access Lines or ISDN B Channels - The 64kb/sec
channel of a digital subscriber line (Basic Access Rate) or an
extended digital subscriber line (Primary Access Rate) that is circuit
switched and can carry either voice or data. This does not include
access lines from a digital switch unless the lines themselves are



36.

37.

39.

64kb/sec lines. An example might be a line that is used with a phone
from a DMS 100 switch.

Main Analog Access Lines U4khz or Equivalent - Total switched network
access lines excluding PBX Trunks, Centrex-CO Lines, and Centrex-CU
Trunks, Hotel/Motel LD Trunks, and Multi-Line Semi-Public Lines.

Digital DS-1 Access Lines to PBX's and Centrex (Customer Location) -
The number of 1.544 or equivalent (Hi-CAP) connecting to a customer's
location.

Equivalent U4khz Analog Circuits or Trunks Cohnecting to Customer
Location PBX's or Centrex Trunks - Service provided by equipment
located on customer controlled space including Centrex-CU Trunks,
PBX Trunks, Hotel/Motel LD Trunks, Multi-Line Semi-Public Lines.

Equivalent 4khz Extension - Circuits connecting a centrex or PBX
on telephone company premises to telephones on the customer's
premises; service provided by equipment on telephone company owned
or leased space including Centrex-CO lines.

Schedule S-3

ho.
41,

§2,

43.
4y,

§s.
46.
u".

Business Access Lines - Total switched access lines excluding
residence and public access lines.

Single Line - A single business network access line which serves
one party (i.e. 1MB).

Multi-Line Business - Multi-line business network access lines
including Multi-Line Semi-Publiec Lines, PBX Trunks, Centrex-CU Trunks,
Hotel/Motel LD Trunks and Centrex-CQO Lines. '

Public Access Line - The Total of Coin (Publie and Semi-Publie) and
public lines excluding customer owned pay telephones (COPT).

Residential Access Lines - Total switched access line excluding
business and public access lines.

Mobile Access Lines - Mobile radio common carrier,
Special Access Lines (non-switched) - Total IEC's Special Access.
For Schedule S-3, ISDN and other digital access lines should be

reported as dkhz or 64kb/sec equivalents. A DS-1 1line for example,
corresponds to 24 4khz or 64kb/sec equivalents.



48. Local Calls - Total Calls minus Total Toll Calls.



SCHEDULE S-1 OUTSIDE PLANT STATISTICS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 2 pages.

4. Report the mileage at the end of the year for all solely owned plant
and respondent's proportionate interest in jointly owned plant.

5. If any required data are available only in part or on an estimated
basis, explain in a note.

6. In columns (a) through (q) include fiber cable with other cable
types. For column (k) include miles of fiber and miles of wire in the total.

7. For column (t) provide only the number of fiber miles "1lit" or
equipped with electronies. Do not provide total sheath mileage.

8. For columns (u) and (w) provide the total fiber miles and tube miles

in the ground, not Jjust the amount equipped with carrier equipment or in
service,

9. In columns (z), (aa), and (bb) report the aggregate number of miles

of system or channels, as appropriate, between the individual stations or
radio-relay systems.

10. In column (p), the miles in cable is the total of columns (d), (f),
(h), (3), (1) and (n).

11. In column (q), the miles of wire in cable is the total of columns
(e)p (8), (i), (k), (m) and (O). :
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SCHEDULE S-2 ACCESS LINES IN SERVICE BY TECHNOLOGY
‘ INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. In column (b) provide for each state or territory the total number
of Central Office Switches. If more than one switch is housed in a single
building or structure be sure to count each switch separately. Do not

separately count each three digit telephone number prefix as a separate
switch,

5. Where 1SDN services are provided, use column (c¢) to show for 16
kb/sec control channels the number of such channels divided by 4. For
similar services, provide the total number of control channels and indicate
types included. Use a footnote if necessary.

6. In column (d) provide the number of 6Ukb/s or equivalent access
lines or 1ISDN: B channels where applicable. Do not include access lines
connecting to a customer location PBX or Centrex.

7. In column (e) provide the number of analog Ukhz access lines
connecting to single or multiline telephones.

8. In column (f) provide the number multiplied by 24 of DS-1 access
lines (1.544 mb/s) connecting to a customer location PBX and/or Centrex.

9. In column (g) provide the number of equivalent Ukhz analog circuits
or trunks connecting to a customer location PBX or Centrex.

10. In column (h) provide the number of equivalent U4khz extension
circuits connecting a Centrex or PBX on telephone company premises to
telephones on the customer's premises.

11. In column (i) provide, in terms of equivalent 4khz Analog Circuits
or 64kb/s data circuits, the number of other switched access lines not
included in columns (¢) - (h), and indicate the types in a footnote,
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SCHEDULE S-3 ACCESS LINES IN SERVICE BY CUSTOMER
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, In the appropriate columns, respondents shall enter the data called
for by the column headings.

5. In column (h), the total access lines is the total of columns (b)
through (g). Total access lines should also equal the total of columns (c),
(d), (e), (f), (g), (h) and (i) of Schedule S-2.
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SCHEDULE S-4 TELEPHONE CALLS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar. year.

2. In the spaces provided, respondents shall enter the company name,
the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4, 1If data are not available as to the location of all access lines by
states, the returns may be made in accordance with the location of the central
office toll center through which the calls originate.

5. The numbers shown may be based on an actual count taken periodically
during the year. Describe in a note the general characteristies of the
methods employed in arriving at the numbers shown.

6. As used in the schedule, a "local call"” means one between points
both of which are within the local service area of the calling telephone, and
a "toll call" means one to a point outside of the local service area of the
calling telephone. Interlata toll calls are comprised of calls directed to
interexchange carriers. Intralata toll calls are toll calls handled by a
local operating company within a given LATA. The number of toll calls should
be based upon originating message volumes.

7. Include any Intralata-Interstate toll calls in column (c¢).

8. Billed minutes should be based on bills sent to customers. For calls
where this data is unavailable, a statistically valid calculation may be made.

9. In column (d), the number of interstate toll calls includes outward
calls, 800 service, directory service and dial-it service.

10. In column (f), the number of intrastate toll calls includes outward
calls, 800 service, directory service, dial-it service, and optional calling
plans.
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SCHEDULE S-5 INTERSTATE PRIVATE LINE STATISTICS
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name, the

year, the carrier code, and the digits representing the last month and year
covered in the report.

3. This schedule consists of 1 page.

\

4., For the purpose of this schedule, the following definitions are
applicable:

"Customers" denotes persons, firms, or corporations, which contract for
private 1line service and are responsible for the payment of charges and
compliance with rules and regulations of the respondent. When more than one
contract has been made with the same customer, count all contracts covering

the same class of service billed to the customer at the same accounting center
as one customer.

"Circuits" denotes channels over which communications may be
transmitted.

"Pricing mileage" denotes the mileage for which charges are made in
accordance with the service contract at a basic rate regardless of the
physical routing of the circuit or the basis of measurements of the mileage,
whether airline, railroad, operating, or other mileage.

5. Exclude from this schedule data relating to leases, the revenue from
which is included in Account 5240, Rent Revenue.
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SCHEDULE S-6 OVERSEAS TELEPHONE AND RELATED SERVICES
INSTRUCTIONS

1. This schedule shall be filed annually on March 31 of each calendar
year for the results of the preceding calendar year.

2. In the spaces provided, respondents shall enter the company name,

the year, the carrier code, and the digits representing the last month and
year covered in the report.

3. This schedule consists of 1 page.

4. This schedule is applicable only to respondents who operate overseas
telephone facilities (owned or leased).

5. For this schedule, overseas telephone service shall be understood to
include:

(a) Service between the conterminous United States (i.e., the u8
contiguous states and the Distriect of Columbia) and points outside thereof,
other than Alaska, Canada, Mexico and Saint Pierre-Miquelon;

(b) Service between the non-conterminous elements of the United States
(e.g., Alaska, Hawaii, Puerto Rico and the Virgin Islands) and points overseas
Wwith respect to each of those elements; and

(¢) Transiting traffic, i.e., overseas traffiec which both originates
and terminates outside of the territorial element of the United States in
which respondent 1is located but 1is relayed to its destination through
respondent's overseas facilities.

6. In column (b) report the number of chargeable messages other than
transiting transmitted through overseas facilities (owned or leased) operated
by the respondent.

7. In column (¢) report the charges for the through service less
settlements with or retentions by communication carriers or administrations

operating outside of the territorial element of the United States in which
respondent is located.



8. Furnish in notes details with respect to services reported on 1lines
10 and 17.

9. Report in column (c¢) on line 19 the amount of rentals received from
other communication carriers for the use of circuits in overseas facilities.

10. In Section II, report the data called for with respect to the
commencement or discontinuance of direct service to overseas points, ineluding
the commencement of direct service to points previously served indirectly
through intermediate carriers. In column (g), indicate by the symbol (A)
direct services added during the year and by the symbol (D) those
discontinued.
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ANNUAITEPOTI Ofc = ¢« ¢ v =t oo v v o oo et e et e Year ended December 31,19, . .

SIGNATURE FAGE

1 certify that I am the responsible accounting officer of the

i that | have examined the foregoing report; that to the best
of my k nowledge, information, and belief, all statements of fact contzined in the said report are true and the
said report is 3 correct statement of the business and affairs of the above-named respondent in respect 1o each
and every matter set forth therein during the period from January 1,19 , to December 31,19 , inclusive.

Date

(Signature)

(Title)

(Persons making willful folse stotements in this report form can be
punished by fine or imprisonment under the provisions of the U.S.

Code, Title 18, Section 1001)






