®sc

LAW OFFICES

HAWKINS, BRYDON & SWEARENGEN

PROFESSIONAL CORPORATION

ROBERT L. HAWKINS, JUR.

DAVID V.G. BRYDON AREA COOE dia
UAMES C. SWEARENGEN 312 EAST CAPITOL AVENUE TELEFPHONE 6235-7166
WILLIAM R. ENGLAND, Il P.O. BOX 4368 TELECOPIER 634.7431
ROBERT L. HAWKINS. i JEFFERSON CITY, MISSOUR! 65102-0456

JOMNNY K. RICHARDSON
STEPHEN G. NEWMAN
MARK W. COMLEY

GARY W. DUFFY

VICKI J. GOLDAMMER
PAUL A. BOUDREAU

December 15, 1986

Mr. Dan Redel, Acting Secretary
Missouri Public Service Commission
P. O. Box 360

Jefferson City, Missouri 65102

Re: Case No. AO-87-48; Tax Reform Act
Dear Mr. Redel:

Enclosed for filing on behalf of Fidelity
Telephone Company, please find three copies of its
Response to the Commission's Order of November 3, 1986.
Would you please see that this is brought to the
attention of the appropriate Commission personnel? I
am today providing the Office of Public Counsel with
two copies of same.

I thank you in advance for your cooperation in
this matter.

Sincerely,

-

W. R. En d, III
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RESPONSE OF FIDELITY TELEPHONE COMPANY

CASE NO. A0-87-48

Fidelity Telephone Company offers the following
response to the investigation of revenue effects on Misscuri
utilities of the Tax Reform Act of 1986 by the Public
Service Commission of Missouri. In addition to the
following narrative, there is attached hereto Exhibits 1
through 13. The attached exhibits comply with the revenue
requirement impact requested and as detailed in the six
items contained on pages 2, 3, anrnd 4 of the Order
Establishing Docket dated November 3, 1986.

In summary, the impact on Fidelity Telephone
Company shows that under its current rates and when taking
into account the impact of the federal tax changes, a local
rate increase is required rather than a rate decrease. The
impact on local rates is summarized as follows:

Increase to achieve authorized

rate of return $217,058
Annual effect (1988) after full phase-in
of TRA-86 (36,346)
Jurisdictional effect of deferred
income tax change 2,259
Increase required $182,971

To meet the requirements of the information
required by the Missouri Public Service Commission in their
Order Establishing Docket, the following exhibits were pre-
pared that support the required local rate increase:

Exhibit 1 - This exhibit details the year-end rate base and
capital structure as of December 31, 1985 as
required in item 1 of the Order Establishing

FILED Docket. The rate base is computed in the
manner consistent with the rate base and rate

of return as contained in Fidelity Telephone

DEC 15 1886 Company's last rate order (Case Wo. TR-80-269).

The total company rate base and jurisdictional
amounts are shown. The exhibit does not con-
PUBLIC SERVICE COMMISSION tain the effect of change regarding accumulated
deferred income tax as contained on Exhibit 13,

Exhibit 2 - ®Bxhibit 2 contains a pro forma income statement
for the years ended 1985 through 1988, Each
income statement takes into account the changes
in the federal income tax amounts. The juris-
dictional portion of the total is shown with a




Exhibit :

Exhibit

Exhibit

Exhibit

Exhibit

Exhibit

1986 adjustment to incramase local service rates
to achieve the allowsaed rate of return as
established in its Iast rate order. The
required increase in the local service rates
amounts to $217,058.

The 1987 pro forma adjustments account for the
reduction in the fedaral income tax to a
phased-in amount of a 40% federal income tax
rate. The effect is &a reduction in revenue
requirement in the amocwunt of $53,573. Of the
reduction in revenue rexyuirement, $15,301 would
flow through to the Jlocal exchange service
rates.

The 1988 pro forma adjustments further reduce
the revenue requirement $52,392, of which
$21,045 is applicable to local rates reflecting
the full impact of redwuction in federal income
tax rates to 34%.

Not included in the pro forma income statement
amount is the effect onr the revenue requirement
resulting from the amortization of the decrease
in the deferred income tax amount (see Exhibit
13).

Exhibit 3 portrays the amortization of invest-
ment tax credit and computation of effective
income tax rates for the years 1986, 1987 and
1988.

Exhibit 4 portrays the 1985 jurisdictional
income tax calculation for the jurisdictional
operations. The amounts can be traced to the
income tax amounts as contained on Exhibit 2.

Exhibit 5 shows that computation of the income
tax on 1986 jurisdictional operations.

Exhibit 6 contains the income tax calculation
on both 1987 and 1988 jurisdictional opera-
tions.

Exhibit 7 reflects the computation of the
deferred income tax based on 1987 and 1988
rates. .

Exhibit 8 supports the toll revenue amounts as
contained on Exhibit 2 for the as recorded 1985
operations.




Exhibit 9 -

Exhibit 10 -

Exhibit 11 -

Exhibit 12 -

Exhibit 13 -

In

Exhibit 9 supports the adjustments to
intrastate toll revenue resulting from a
decrease in the federal income tax rate to 40%.

Exhibit 10 shows the computation of toll reve-
nue requirement when the federal income tax
rate is reduced to 34%.

Exhibit 11 computes the adjustment to deferred
income tax balance as of December 31, 1985.
Exhibit 11 shows the deferred income tax
amounts by year, the effective income tax rate
for each year and the deferred income or timing
difference amounts. The full deferred income
tax amount of $799,254 is the amount recorded
on the books at December 31, 1985 resulted from
timing differences totaling §$1,648,000. The
timing difference when utilizing the effective
tax rate (1988) of 36.2% (See Exhibit 3) will
adjust the accumulated deferred income tax
amount to $596,910 or a decrease of $202,344.
To normalize the $202,344 reduction in the
deferred income tax it is necessary to amortize
the amounts over the remaining life of the pro-
perty or 11.62 years. The jurisdictional por-
tion of the amortization amounts to $13,758.

Exhibit 12 develops the average remaining life
of plant currently in service or 11.62 years
required to adjust the reduction in deferred
income tax amounts.

Exhibit 13 portrays the impact on the revenue
requirement which is not included in Exhibit 2.
The computation shows that on average the
$202,000 increase in deferred income tax will
increase the rate base $101,000. When the rate
of return is applied to the increased rate
base, the return requirement is increased
approximately $13,000. Applying the income tax
conversion factor (Exhibit 3) to the increased
return requirement results in a revenue
requirement increase before consideration of
the amortization amount. When amortization of
the decrease in deferred income tax is deducted
from the increase in revenue requirement, a net
increase in rates of $2,859 on an annual basis
is reflected. The Jjurisdictional portion or
79% amounts to $2,259.

response to the Order Establishing Docket,

Fidelity Telephone Company shows that it would require a




rate increase in order to achieve its current authorized
rate of return even when taking into consideration the
impact on its revenue requirement.

Questions concerning this response should be
directed to Clint Frederick, C.P.A. or Mike Noack, C.P.A. at
the offices of the undersigned.

Respectfully submitted,

Drees Dunn é -

Company on behalf
of Fidelity Telephone Company

DREES DUNN & COMPANY

9101 W. 110th Street

Bldg. 35, Suite 150
Overland Park, Kansas 66210




FIDELITY TELEPHONE COMPANY

YEAR END RATE BASE AND CAPITAL STRUCTURE

Rate Base
Utility plant in service
Reserve for depreciation

Net plant
Materials and supplies
Prepayments
Cash working capital (Page 2)

less: deferred taxes -
accelerated depreciation

Total jurisdictional rate base

Rate of return

Required operating income

Capital structure
Long-term debt
Preferred stock
Comron equity

Total

DECEMBER 31, 1985

Total Jurisdictional

$13,767,771 $ 10,880,780

5,739,252 5,349,861

7,028,519 5,530,919

73,471 57,900

N/A 263,133

(799,254) (631,461)

$ 5,220,491
12.78%

$ 667,179

Weighted

Anount Percent Cost Cost

$1,789,902 27.37% 8.83% 2.42%
121,600 1.86 5.50 .10
4,627,587 70.77 14.50 10.26
$6,539,089 100.00% 12.78%




Maintenance

Traffic

Conmercial

General office and other
Operating taxes
Depreciation

Incame taxes

Total

45 day allowance (124%)

FIDELITY TELEPHONE COMPANY
CASH WORKING CAPITAL

DECEMBER 31, 1985

Less - 15 day provision for collection of exchange
revenue ($1,309,775 x 15/365)

Net cash working capital requirement

Working
Jurisdictional Items Not Capital
Balance Considered Jtems
$ 801,529 $ - $ 801,529
427,198 - 427,198
126,877 - 126,877
1,183,320 - 1,183,320
164,860 - 164,860
582,171 582,171 -
296,483 296,483 -
$ 3,582,438 $§ 878,654 $2,703,784
$ 337,973
53,826
284,147
21,014

less - (150/365 of property taxes of $51,135)

Cash working capital requirement

$ 263,133




FIDELITY TELEPHONE COMPANY EXMIBIT 2

INCOME STATEMENT

DECEMBER 31, 1985
As Recorded 1986 As Adjusted 1987 1988
Total Jurisdictional Pro Forma Revenue Pro Forme 1987 As Pro Forme 1968 As
Company Portion  Adjustments Requirement Adjustwents _Adjusted Adjustments _Adjusted
OPERATING REVENUE (Exhibit 5)
Exchange service revenue $ 1,309,775 $ 1,309,775 § 217,058 ¢ 1,526,833 § (15,301) $1,511,532 $ (21,045) $1,490,487
Toll servics revenue 3,755,680 2,626,620 - 2,626,620 (38,272) 2,508,348 (31,47) 2,397,000
Directory revenue 157,283 157,283 - 157,28) - 157,283 - i%7,38)
Miscellsneous revenue 84,038 84,838 - 84,838 - 84,838 - 8
Total 5,307,584 4,178,516 217,058 4,395,574 (53,573) 4,342,001 (52,92) 4,209,609
Lesss Uncollectibles 30,758 30,758 - 30,758 - 30,758 - 30,758
Total operating revenues 5,276,826 4,147,758 217,058 4,364,816 (33,573) 4,311,243 (52,392) _4,258,851
» L 2
OPERATING EXPENSES
Maintenance expenses 996,254 801,529 - 801,529 801,529 801,329
Depreciation expense 737,257 582,171 - 582,171 582,171 582,111
Teaffic expenses 636,524 427,198 - 427,198 427,198 427,198
Commercial expenses 139,446 126,877 - 126,877 126,877 . 126,877
General office and other
operating expenges 1,545,113 1,183,320 - 1,183,320 1,183,320 1,103,320
Federal end state income taxes 296,202 266,078 134,224 401,102 (48,4389) 352,664 (47,381) 305,203
Investment tax credit - net (Exhibit 3) (892) (705) (31,137) (31,842) (31,842) (31,042)
Provision for deferred income taxes 53,694 42,422 - 42,422 (5,135) 37,287 (5,011) 32,276
Other opereting taxea 215,963 164,860 - 164,860 164,860 164 8¢
Jotal opersting expenses 4,619,561 3,594,550 103,087 3,697,637 (33,573) _3,664,064 (52,%92) 3,991,672
NET GPERATING INCOME (Exhibit 1) 657,265 553,208 113,971 667,179 - 667,179 - 667,179
OTHER INCOME
Non-utility income 112,830 - - - - - - -
INCOME AVAILABLE FOR FIXED CHARGES 770,095 553,208 113,971 667,179 - 667,179 - 667,179
FIXED CHARGES
Interest expense 180,622 144,092 144,092 144,092
Amortization of long-term debt expense 3,382 2,698 - 2,698 - 2,698 -
Total fixed charges 184,004 146,790 - 146,790 - 146,790 -

NET INCOME $ 586,091 $ 406,418 $ 113,973 $ 520,389 $

$ 520,389 § ~




Total Jurisdictional
Carpany Portion

Investment credit
Investment credit amortization

Net

Unrecorded difference
Per books

1986 Fed. Tax:
F= .46 (100,000 - S)
F = .46 (100,000-5,000-.05F)
F = 46,000 - 2,300 - .023F
F = 43,700 - .023F
977F = 43,700
F= 44,729

State Tax:
s = ,05 (100,000 - F)
s = ,05 (100,000 - 44,729)
S = 2,764

Federal tax rate = 44.729%
State tax rate = 2.764%

Combined tax rate = 47.493%
Reciprocal rate = 52.507%

Conversion factor = 1.9045

F = .40 (100,000 - S)

F = .40 (100,000-5,000-.05F)
F = 40,000 - 2,000 - .02F

F = 38,000 - .02F

.98F = 38,000

F = 38,776

State Tax:

s = .05 (100,000 - F)
s = .05 (100,000 - 38,776)
s = 3,061

38.776%
3.061%

41.837%
58.163%
1.7193%

$ 39,398 $ 31,137
40,314 31,860
(916) (723)
24 18
$§ (892) § (705)
1987 Fed. Tax: 1988 Fed. Tax:

F = .34 (100,000 - S)

F = .34 (100,000-5,000-.05F)
F = 34,000 - 1,700 - .017F
F = 32,300 - .017F

.983F = 32,300

F = 32,859

State Tax:

s = .05 (100,000 - F)
s = .05 (100,000 - 32,889)
s = 3,357

32,858%
3.357%

36.216%
63.784%
1.5678%




FIDELITY TELEPHONE, OOMPANY

JURISDICTIONAL INOOME TAX CALCULATION

: Total
1985 Jurisdictional
Net income $406,418
Add: Federal and state income tax 266,878
Deferred income tax 42,422
Less: ITC - net (705)
Income before tax 715,013
State incame tax 21,354(1) $ 2,468 $ 18,886
Taxable for federal 693,659
Tax rate 46%
Federal tax 319,083
less ITC (31,137)
Net federal tax 287,946 329,954 247,992
Total income taxes $309,300 $ 42,422 $266,878

(1) FIT = .46 (TI - ST) - 31,137
SIT = .05 (TI - FIT)
SIT = .05TT ~ .023TT + .023ST + 1,557)
.977 SIT = .027 TT + 1,557
SIT = .0276356 TI + 1,594)
SIT = §21,354




1986 Jurisdictional

1985 jurisdictional operating income $553,208
Required operating income - _667,179
Deficiency 113,971
1986 Conversion factor (Exhibit 3) 1.9045
Revenue increase 217,058
less: operating incame 113,971
Increased incame taxes - total 103,087
Elimination of investment credit 31,137

Pro forma current incame tax adjustment $134,224




FIDELITY TELEPHONE ODMPANY
JURISDICTIONAL INOCOME TAX CALCULATION

1987 1988
Pretax income based on 1986 (1} $932,071 $932,071
Combined federal and state tax rate (Exhibit 3) 41.837%  36.216%
Total income tax 389,951 337,559
Less: adjusted deferred tax (Exhibit 7) 37,287 _ 32,276
Current incame taxes $352,664 $305,283

(1) 1986 net incame as adjusted $520,389
Federal and state income taxes 401,102
Deferred federal and state income taxes 42,422

Investment tax credit amortization (31,842)

Pretax net income $932,071




Deferred Tax Based On 1987 Tax Rates:

Effective marginal rates (Exhibit 3)

Operating: '
Excess tax depreciation
Ranoval costs expensed

Total

Deferred taxes

Non-operating:
Excess tax depreciation

Deferred tax
Total deferred taxes

Jurisdictional portion at 79.007%

Deferred Tax Based On 1988 Tax Rates:

Effective marginal rates (Exhibit 3)

Operating:
Excess tax depreciation
Removal costs expensed

Total

Deferred taxes

Non~-operating:
Excess tax depreciation

Deferred tax
Total deferred taxes

Jurisdictional portion at 79.007%

Federal State }

38.776% 3.061%

$ 71,433 § 71,433
41,624 41,624

$113,057 $113,057

43,839 3,461

(254) (254)

(98) (8)

$ 43,741 $ 3,453

$ 34,559 § 2,728

32.859% 3.357%

$ 71,433 §$ 71,433
41,624 41,624

$113,057 $113,057

37,149 3,795

(254) (254)

(83) (9)

$ 37,066 $ 3,786

$ 29,285 § 2,991




26-Dec-86 FIDELITY TELEPHONE CONPRANY - 12/31/1965

COPYRIGHT 1984 SUNWRY OF TOLL KEVENUE REDUTREMENT
" DO SO0, e
FESSAEE TOLL PRIVATE LINE
TOTAL INTRASTATE INTERSTATE INTRASTATE INTERSTATE TOTAL
DESCRIPTION COWNY  SOURCE  INTRALATA INTERLATA INTRALATA INTERLATA INTRALATA INTERLATA INTRALATA INTEMATR TOL TV _‘_
1 MET IIWESTNENT E704214  S-2LN 40 2652352 ATM78  S238S  120A% 3TSEl 5810 0 27T ASNIIS M3 M2
2 WATE OF RETURN 9.7300% 12.2058 12.7500% 12.7229% 9.7308% 11.6208% 12.7300% 12.70M .3 8.7
3 RETURN ON INVESTINENT NIl 2 258074 SA34  G6T9  16A2R2 3655 687 0 XN M m
4 INTEREST DURING CONSTRUCTION 0 SBWN19 . ' ' 0 0 ’ ’ . 0 ]
S NET RETURN FOR SETTLEMENTS INZANA  25M7T4  SA314  G6T9  1BARRR S5 687 - ;]
§ FIXED CHRAGES 104003 S-8,LN 20 72360 13019 149 318 1628 19 0 %7 123781 1”9
7 OTER INCOE ADJUSTMENTS 0 SBLNZS [ 0 . 0 . ’ ’ . 0 .
8 TUTRL INCOYE ROJUSTMENTS LN GHLN 7 72364 13819 1429 38 1628 19 ' %7 1237 19
9 ITC AMORTIZATION 3987 S-B,LN 2 15665 2789 3 e 25 3 ’ 17 2 a
10 FIT ME LN 5-8-9 17000 A5 A9I9 121281 238 A% 0 196 AN =
11 FEDERAL INCONE TAX 139522 8% %1 %S 1 »m ' 1St x
12 RESERVED
13 T FEDERAL INCOME TAX WN 1N 12 135522 3376 31 96595 1991 ) ¢ 1m mm -]
W I7C usED 3939 S-a,IN 21 1563 243 » M 20 » ° 137 %957 a
15 SIT besE LN 9e10-14 170080 42512 ASeM 121219 23 A% 0 1w R =
16 STATE IEDE TAX %2 2M3 m un 1335 Y . e 199 1"
17 RESERVED
18 NET STATE INCOWE TAX LN 16-LN 17 %52 2M3 m en 133 2 ] TURT ™ 1/ "
19 OPERATING EXPENSES M76466  S-8,IN I4 1062329 258776 2TIT2 MR 16165 2616 0 910 Mam9e 1697
20 NOWOPERRTING EXPOSE 159 5-8,LN 18 3 8 9 7 5 1 ’ 3 128 1
21 BSIS FOR G.R./PSC 1A
{LnS-Ln3+Lnt 3eLn1 84Ln19HLn20) 2250643 36T TN 1208612 21616 3683 § 1Ty e 28
22  GAOSS RECEIPTS/PSC TAX @
STATE 0. 006600 0 0 0 . . ] .o
INTERSTATE 0. 900699 . . 0 . 0
23 TOLL REVENUE REGUIREMENT 22506A3 36678 T 188612 21816 3683 01X MM 28

m
>
T
=
w
-
-3
o



11-Dec-86 FIDELITY TELEPHONE COMPANY - 12/31/1963

COPYRIGHT 1904 SUMARY OF TOLL REVENUE REDUIRDENT
o0 DREES DU § CO. a9e
MESSAGE TOLL PRIVATE LINE
TOTARL INTRASTATE INTERSTATE INTRASTATE INTERSTATE TOTAL
DESCRIPTION CONPANY SOURCE INTRALATA INTERLATA INTRALATA INTERLATA INTRALATA INTERLATA INTRALATA INTERATA TOWL ™
1 NET IWESTMEMT 8744214  S8-2,LN M 2652352 AT 32388 1299436 61 s810 [ 20707 AS36910 o1l %63
2 MATE OF RETUMN 9,7300% 12.2205¢% 12.7508 12.7229% 9.730% 11.8200% 1275005 12, TS00% .7 3.7
3 GETURN ON INVESTIENT LN 18N 2 238074 S4314 6679 164232 k4 on ] A58 49529 k) e
4 IWTEREST DURING CONSTRUCTION o S8,WN19 0 0 0 0 é 0 ] 0 0 0 L
S SET RETURN FOR SETTLEMEKTS LN 3N 4 238074 Sase 6679 164232 3655 687 (] AN 2N n 3585
6 FIXED CHARGES 104003 S-4,IN 20 72364 3019 1429 35218 1625 159 0 567 12311 19 106
7 OTHER INCDME RDJUSTMENTS S48 0 0 0 0 0 0 0 0 [ 0 .
§ TOTAL CDE ACASTIENTS LN 64N 7 72364 1919 1429 35218 1625 19 . 567 1231 19 o
9 ITC AORTIZATION 97 SN 22 15663 27189 38 3 245 k) ] k1) ann n o
10 FIT RE LN 5-8-9 170044 A58 919 121201 2383 A% ] 196  AN91 &4 35
11 FEDEML DEDE TR € 4o/t 165313 26323 7 75063 1an k 4} 0 1268 2213 15 e
12 .
13 NET FEDERAL INCDVE TAX N 13- 12 105313 26323 M7 75863 1an k 4} 0 125 212713 197 Wik
14 I7C USED 393%8 S-4,lM 21 1560 r4( 4] ke | s 2% » . 1 2957 4] b
15 SIT ek LN 9+10-14 170088 2512 4% 121219 a8 %N 0 1947 AITR A o
16 STATE INCDE TAX . 9%32 M3 & 6879 13 . | ¢ e 19997 " !
17 RESERVED
18 M7 STATE HCDE TRX LN 164N 17 9652 M3 & 9 15 e ] 0 i1e 19497 14 1N
19 CPERATING EXPENSES ALIT6ABS  S-B,LN 14 1062329 258776 mnr WaRr 16163 2616 0 Hoi  I124% 1607 mn
& NN-CPRERATING EXPENEE 159  S-B,iN 18 3 89 9 an - 1 0 3 1223 i &
21 BASIS FOR 6.R./PSC TAX : |
(LrS~Lnelni 3+LniBeln194Ln28) 220033 N 36856 1107088 @ 211% k- 0 12833 3823217 a3 i
22 5R0SS RECEIPTS/PSC TAX @
STRTE 0. 990009 0 [ ] 0 0 [ ] ] YU
IMTERSTATE 9. 900009 0 [ ] [ [ ] . ?
2] TOL MEVENE REGU]IREENT 22133 W 856 1187008 21192 3556 ] 12503 3825217 ae 1013

]
=
o
o]
e
w




11-Dec-86 FIDELITY TELEPHONE COMPANY - 12/31/1983

COPYRISHT 1984 SUNARY OF TOLL REVEME REQUIREMENT
e DN § (0, e
MESSASE TOLL PRIVATE LINE
ToTAL INTRASTATE INTERSTATE INTRASTATE INTERSTATE TOTAL
DESCRIPTION CONPANY  SOURCE INTRALATA INTERLATA INTRALATA INTERLATA INTRALATA INTEALATA INTRALATA INTEMATA TOLL TN m.
1 NET IWESTIENT 67M214  S-2,LN M 2632352  ATTI7E 52385 1298836  37S6l 5810 0 2707 ASKM0 M3 MM
2 M OF RETUW 973005 1222058 12.7508% 12.7229% 9.7300% 11,8200% 12,7S08% 12, TSO0% 9.73008 9.7
3 RETURI ON INVESTNENT TRLUES S8 3834 6679 16422 %S 687 6 20 A% m
&  INTEREST DURING CONSTRUCTION o SBWN19 (] (] () 0 0 0 ) 0 0 0
S MET RETURN FOR SETTLEMENTS N3N S 2007 B34 6679 1642 % 687 0 XN AN »
6 FIXED DRRGES 100003  S-8,LM 29 7364 13019 1029 35218 1025 199 ’ 57 123 19
7 OTHER INCONE ROJUSTMENTS 0 SBNSS ) 0 0 s . ’ 0 0 0 0
0 TOTAL INCO'E ROJUSTMENTS LN 64N 7 7360 13019 1023 33218 1623 159 ) S67 123781 19
9  ITC AMORTIZATION 39887  S-BIN 2 1%6S 2789 3% 7813 a5 » . 11 208 F4]
10 FIT BASE LN 5-8-9 17008 4295 919 121281 2385 ) ’ 196 N9 =
11 FEDERL ICDETRX e 3v°/. 8569 M40 233 M6 1130 P ’ %2 16270 128
12 RESERVED
13 NET FEDERL INCOVE TAX IN1I-IN 12 BeS69 20148 2331 526 1130 P ] . %22 16270 128
i 17T UsED 39398 S-3,LN 28 1% 23 2 779 M » ’ 157 &% P
15 SIT BgE LN 9410-14 170080 42512 ATy 121219 2% % () 1947 WS =4
16 STATE INCO'E TAX 952 243 n 6879 133 2 ) 1o 19497 14
17 RESEMVED
18 XET STATE IDDE TAX LN 16 17 9652 M3 2™ M 135 2 () 1 19y 1
19 OPERATING EXPDES AIT6A66  S-8,AN 14 1862329 288776  2MTe W83 6165 2816 $ 9100 32M% 1687
2  MON-OPERATING EXPENSE 159 S-8,LN 18 2 8 9 38 5 1 0 3 1228 1
21  BASIS FOR B,R./PSC TAX
(LnS-LnSeLnl 34Ln1B+Ln19H.n20) 2193689 336942 36160  1169MM 28845 o %S0 ITRWN 2%
2 5055 RECEIPTS/PSC TAY @
STATE 6. 000008 0 . 0 0 0 ]
INTERSTATE 0. 000000 (] (] (] B ] ]
23 TOL REVERE REQUIREMENT 2195689  336M2 361N 116944 245 35S 0 1250 ITRU 2%

)
o]
c;
-
o
bod
-3
)
(=)




ADJUSTMENT TO DEFERRED INOOME TAX BALMNCE
DBECEMBER 31, 1985

Deferred Effective Deferred

) Tax Tax Income

Year A Aount Rate Anount
1985 $ 53,573 47.49% § 112,803
1984 5,233 42.62 12,278
1983 33,665 47.49 70,886
1982 89,066 46.77 190,418
1981 89,402 50.58 176,765
1980 80,997 48.00 168,747
1979 86,662 46.52 186,273
1978 76,601 49.38 155,110
1977 83,464 49.38 169,007
1976 82,929 51.58 160,778
1975 58,443 48.00 121,756
1974 41,368 48.00 86,183
1973 14,360 48.00 29,917
1972 3,491 48.00 7,273
Total recorded tax 799,254 $1,648,194
Adjusted deferred tax 596,910(1) 36.216% $1,648,194
Mdjustment required $202,344

Arortization over 11.62 years $ 17,413

Jurisdictional portion $ 13,758

(1) gxhibit 3




EXHIBIT 12

FIDELITY TELEPHONE COMPANY
DEVELOPMENT OF AVERAGE REMAINING LIFE

DECEMBER 31, 1985

(8) .

(1) (2) (3) (4) (5) (6) (7) v

Composite Composite Plant Depreciation Average Aversge Doller
Deprecistion Life Balance Reserve Reserve Yesrs In Years Remaining Life
Rate Years 12/31/85 12/31/85 Retio Service Remaining _ _ Years _

(4/3) (2x5) (2-6) (Ix7)
Buildings 2.5% 40 yesra § 985,852 $§ 262,174  28.62% 11,45 28.55 $ 20,146,075

CoE 6.95 14.39 yeere 4,680,446 3,032,696 64.80 9.32 5.07 23,729,861 .

Station eppsrestus 9.63 10.38 yeere 797,143 772,473 96.90 10.06 .32 255,086
Stetion instelletions 9.15 10.93 yeers 894,700 514,414 57.50 6.28 4.65 4,160,355

Lerge PBX - - - - - - - -
Pole lines 4.50 22.22 yeere 385,454 337,31 87.53 19.45 2.717 1,067,708
Aerisl cable 4.00 25 yesrs 1,099,812 415,925 37.82 9.45 15,55 17,102,077
Underground cable 3.50 28.57 yesrs 45,654 27,454 60.13 17.18 11.39 519,999
Buried cable 3.75 26.66 yeara 3,686,292 842,012 22.86 6.09 20.57 75,827,026
Aerisl wire 6.0 16.67 years 223,485 48,646 21.77 3.63 13.06 - 2,914,244
Underground conduit 3.00 33.33 years 78,578 25,795 32.83 10.94 22,39 1,759,361
Furniture and equipment 10.05 9,95 years 189,110 91,495 48,38 4.01 5.14 972,025
Vehicles and work equipment 10.74 9.31 years 398,547 347,977 _58.14 5.41 3.90 2,334,333
Totel $13,665,073 $ 6,739,252 49.32 $ 158,708,1%0
Plant balance et 12-31-85 T 13,665,013

Composition remeining life (years)

11,62 years .
L




FIDELITY TELEPHONE COMPANY

DETERMINATION OF EFFECT ON REVENUE REQUIREMENT

DECEMBER 31, 1986

Total decrease in deferred tax (Exhibit 11) $202,344
Average over amortization period 101,172
_Rate of return (Exhibit 1) 12.78%
Increased return requirement 12,930
Income tax conversion factor (Exhibit 3) 1.5678
Increased revenue requirement before amortization 20,272
Deduct amortization of decrease in deferred income tax (Exhibit 11) 17,413

Net increase in revenue reguirement 2,859

Jurisdictional portion (79%) $ 2,259




