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Mr. Dan Redel, Acting Secretary 
Missouri Public Service Commission 
P. 0. Box 360 
Jefferson City, Missouri 65102 

Re: Case No. A0-87-48, Tax Reform Act 

Dear Mr. Redel: 

Enclosed for filing with 
(3) copies of the response of 
Commission's, November 3, 
above-referenced matter. 

the Commission, please find three 
Missouri Telephone Company to the 
1986, Order issued in the 

Please note that Missouri Telephone Company's response 
consists of five pages. Page 1 depicts a revenue requirement 
calculation consistent with the Company's last rate case. Page 2 
depicts a year end rate base determined in a manner comparable to 
Company's last rate case and a rate of return using the return on 
equity computed from the stipulated revenue requirement in 
Company's last rate case. Page 3 is an income statement. Page 4 
depicts the tax workpapers showing the computation of current and 
deferred income tax expense and the necessary additions to and/or 
deductions from book income in arriving at taxable income as well 
as the computation of any deferred tax expense 
provisions/amortizations. Finally, page 5 provides information 
in response to the Commission inquiries in Items No. 4 and 5 on 
pages 3 and 4 of the November 3, 1986 Order. 

Please be advised that the information attached hereto is an 
estimate based upon 1985 operations and Company • s preliminary 
interpretation of the Tax Reform Act. Given those 
qualifications, the attached shows a negligible reduction in 
Company's revenue requirement (i.e., $8,482 in 1987 and $31,415 
in 1988) as a result of the Tax Reform Act of 1986. 
Consequently, Company has no present plans to reflect the impact 
of the change in the tax law in its Missouri jurisdictional 
operations. 
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Mr. Dan Redel 
December 15, 1986 
Page 2 

As a final matter, the Commission has invited companies to 
file comments suggesting appropriate procedures designed to 
recognize the revenue effect of the tax change. The Company 
knows of no such procedures other than those expressly set forth 
in the Missouri Public Service Commission enabling legislation 
and case law which has developed as a result thereof. At the 
present time the instant docket would appear to be nothing more 
than a request for information. Until such time as specific 
procedures to recognize the revenue effect of the tax change are 
implemented, it is difficult to comment on same. While the 
Company is willing to work with the Commission to establish 
lawful procedures to recognize the effects of the tax change, 
nothing herein should be deemed to be a waiver of any objection 
which Company may have to future proceedings if those proceedings 
are, in Company's opinion, unlawful or otherwise inappropriate. 

Would you please see that this filing is brought to the 
attention of the appropriate Commission personnel? I am today 
filing copies of same with the Office of Public Counsel. I thank 
you in advance for your cooperation in this matter. 

WRE/da 
Enclosure 
cc: Office of Iublic Counsel 

Sincerely, 

\~'a'\~~~~ 
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f£T ORlGlNAI. COST RATE BASE 
RATE OF I£TliN 

f£T OPERATING INCOI£ R£QUIRD!£.~ 
f£T lNCOI£ AVAII.ABI.E 

ADO 1T1 ONAl.. 1\'ET OPERATING 1 NCO!£ NEEDED 

1916 

116.5116.542 
6.741 

S1,!17o 798 
11.109.635 

1987 

116.584.542 
6.741 ---

llol17o798 
11.126.2110 

1988 

116·584·542 
6.741 

11·111·798 
111149.213 --

(S31.415) 
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>·· .. ···~' • e ti81U . ·... . . 
lfCOJI STATOO'T 

1916 1917 ~--
NATUC IEYEUS 

LOCAL SERVIa REVEUS 12·882·664 sz,•·'" sz,IJ82,664 
Tl.l. SEVIU REVEUS 14·2211·364 S4.22ll. 364 14.221). 364 
"ISCEU.NIOUS REVEtUS 12761423 S276.423 S276.m ----- ----- --·------

TOTAL OPERATING R£VEm lluS79,4Jl so.s79,431 16.579.431 

OPERATING EXPENSES 
MINT£NMCE EXPENSE 11,one.u8 lt.one,u8 1t.one.118 
TRAFFIC EXPENSE $38,495 138.4'15 138.495 
COitlERCIAL EXPENSE 1494.572 . 1494.572 1494.572 
GENERA!. OFFICE SALARIES EXPENSt 11.267.732 11.287.732 1!.287. 732 
OTHER OPERATING EXPENS£5 1908· 712 19118.712 $9118,712 

--------- ------------- ---------
TOTAl 0 L ~ EX0ENSE5 S3. 737.629 13.737.!:2'1 $3. 737,£.."9 

OT!a OPERATING EXPtteS 
DEPRECIATION EXPENSE $1.239.304 11.239.304 11.239.304 
APIORTIZATIONEXPENSt 136.495 138.495 138,495 
TAXES OTHER THAN JNCOf".£ TAXES 12b9.65& 1269,lo5& S261MS6 

-------- ---------- -----
TOTAL OTHER OPE.~ATING EXPENSES 11.547.455 51.547.455 !11547.455 _, _________ 

---------- -------
. TOTAL OFERAT!NG EXPENSES SS,2!lS,DB4 ss.2BS,DB4 SS,2BS,CB4 

------------ ------------ ----------
NE""!NCM BEFORE INCOI1E TAXES St. 2'14,34 7 11.2'14.34 7 11.2'14.347 

------------- ---------- ------------
CURRENT !NCOI1E TAXES 151.112 151.518 149,389 

DEFERRED I NCOI1E TAXES 
DEFERRED lTC S200,04b 1rn.m 1135.101 
APIORTIZATION OF JTC (S94,689l (194.689) ($94,&89) 
DE~EiCRED TAX OE?RECIAT!ON SJ6,048 1471569 163.138 
A~i!ZATION OF EXCESS DEF. TAX RESERVES . (!7.805) (17.805) (17.805) 

------------ ---------- -----------
TOTAL !NCO!'E TAXES 1184.712 1168,067 1145.134 

-------- -------- ------------
NET OPERAm'G !NCO!'!£ $1.109.635 11,126,280 11,149,2t3 

::::!:::==== ======= ====-=== 



. • fU811~ e 
Jrttlll TAX CAlClU 

1986 1986 1987 1987 1918 !988 
TAX BOOK TAX BOOK TAX IOOlC 

f£T OPERATltfi ltCOI£ 11,1fi9,63S 11.126·280 11.149·213 
ADD 

CURRENT ltCOI£ TAX SS1.112 SS1.518 S49,:m 
DEFERRECITC -·046 1171.474 S13St1D1 
MORTIZATION OF lTC ($94,689) (194.689) (194.689) 
DEFERlB INCOI£ S31ull48 S47.5l:9 S63·13S 
MIORTIZATION OF EXCESS 

DEFERRED TAX RESERVES (S7,8l!Sl (SMOSl (S7,8!!Sl 
-·· . ... --------- -----

TOTAL INCOr!E TAXES 1184,712 1168.067 1145.134 

------------- ------
t£T INCOI£ B-4 TAXES 11.294.347 11.294.347 $1.294.347 $1,294.347 . 11.294.347 11.294.347 

ADD 
BOOK DEPRECIATION 11.401.688 11,40! ,&ee St.4Db&BB 
N!ORTIZATION OF EXTRA. RET. 138.242 S3S.242 138.242 138•242 138.242 138.242 
DEPRE. ON PREVIOUSLY 
EXPENSED SOFTWARE S2&.452 su.452 S2lu452 sz&,452 12&.452 12&.452 
BAD D£BT RESERVE ( 4 YEAR l S90C S9DQ 

LESS 
INTEREST EXPENSE $&92.305 S&9Z,3DS S&92.3CS S&92.m . 1&92.305 . 1&92.305 
TAX DEPRECIATION ST. Lit€ 1&56,242 1&59.191 S659.m 
TAX DEPRECIATION EXCESS 1321.472 SJ211472 1321.472 
TAX DEPRECIATION PRt 19Bi 1657.455 1&57.455 1&57.455 
PAYROLL• PROPERTY TAX AN:l 

EMPLOYEE BENEFIT EXPENSED 
ON RETURN s2o.m S2D.17& (11&.497) (SH,.497) (S16•497l (S1&,497) 

SOfTWARE EXPENSED FOR TAX S1Z.OOC S1Z.ODu $12.000 S121DOO 112.000 S1Z,ODD 

------·----- ---------- -------------
___ .. ________ 

----------- -------------
NET TAXA9LE !NCOI'IE 5401.C79 1&34.5&0 1435.7113 $671·233 S43S. Tu3 5&71,233 

============= ============ ::=:::::::::: ======-===== :.::::::::::::: =========== 
FEDERAL INC0!1E TAX S1S5,n4 S2S6,395 5150.193 5Z4o.ue 5141.226 5218.221 
LESS lTC (S123.0BDl (SZ00,046l (5118.895) (5171.474) ($112.170) ($135.101) 

------------- ------------- ------------- ------------ ---------- ______ ;. ____ 

CURRENT FEDERAL INCOME iAX S32,694 558,34'7 531.·298 $&8.974 m.oS& SB3.12D 
============= ============ =========:::: :a========== =========== ============= 

!'!ISSOURl !NCO!£ TAX 518.418 sza.au 520·219 S3D.113 520.333 529,406 
============= ============ ============ :z~========= ===-==--===== ========:==== 
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lllSSUt 'IEIDMIIIE COifMY 
-IWIGII W EIWIIIPUB TAl 11UENS 
IVJllli lUGS ,,.1 ltiZ !tel l'lf4 nes TOTM. 

FEDWI. STAlE lo\lEt f£DWI. STAlE lo\lEt FEIOM. STATE IATEt FOOM. ST~TE IATEt fOOM. STATE IATEt fEDWI. STAlE TOTM. _,_ 
lffUTIW: Ml£ 

, ... DlfPUDaS: 
, ••• III'II£ClA11111 

lfECTIII M1E _. 1111 U11 

'II5IN AT IIIIIAT£ 

16ft413 lilt 7051 

•. 521 

S71t4t2 171t492 

34.0111 

tUt617 

£IWI IIPUEII TAIII£SEN 14Zt '196 

-IWIGII W DWS UNt tl.Zt7 ··-

163t19D llt404 

42.10& 

IISIItliO tiSIIt\10 

34.00& 

151t037 

12.,. 112·153 

1134 

I -fllATICIIP£1100 IS Tit: CCIIfiG&IIE ! lfE 16 Tit: ASSETS ADD€11 Ulf' Tit: YEM 

I£CIXILIATICII TO IIOOitS 
IIEFDI£0 TAII£5 
IIC CMIFIIIMI AIM lUll.£ Ill TAX I£TLIIG 
IK CMIFIIIIMI MIIJIII.£ Ill 10!15 

TOJ!L IIE1ED TAX 111£1 50£IliU AIM 

llmEIUt lilT SllilllfiCMT 

.. 

tln.911 
t278t491 

141 

t451.40'1 
1449.240 

12.1" ·--

lilt 7t2 ., t323 St9t0Zt Sllt!79 SIDI,1161J tMIIS 1414t!i54 t]4,611, 1449.240 

43.271 '.2.271 42.74!: 44.661 

tl8tt032 t1Mt032 t234t301 t234tl01 sm.ua 1234,430 1188·345 •• 345 

34.001 34.110& 34.001 34.1111& 

164t271 179."2 IIQ,J16 13112.044 

14.51 117.521 11.62 lltt347 21.79 t20·674 11.21 1112.510 

1!41 11M tlt844 s1.eas ....... 


