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DIRECT CASE

BellSouth Telecommunications, Inc. ("BellSouth") hereby

submits its direct case pertaining to the offer of Line

Information Database (LIDB) Access Service.! As

demonstrated below, the rates and conditions for LIDB Access

Service filed under Transmittal No. 439 2 satisfy all

statutory requirements and all criteria of the Commission's

price cap rules. Responding to the specific issues

designated for investigation, BellSouth provides the

following additional support for its tariffed offering of

LIDB Access Service:

I. Have the LECs adequately described the LIDB query
service in the tariffs?

Neither the Communications Act nor the Commission's

rules require inclusion in the tariff of every provision

related to a service offering. This is especially true for

service parameters and administrative requirements, which

may call for discussion between carriers and customers and

This Direct Case is submitted in the instant
proceeding pursuant to the Order Designating Issues for
Investigation, DA 92-347, released March 20, 1992.

The BellSouth Telephone Companies, Transmittal No.
439, November 15, 1991.
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the flexibility to address questions arising in the daily

transaction of business. Thus, for example, the Commission

has previously held that local exchange company (LEC)

tariffs need not include requirements for the supply of

billing information established by the Ordering Billing

Forum (OBF).3 Similarly, requirements to tariff technical

specifications related to database update and "call gapping"

would needlessly constrain BellSouth and other LECs in their

ability to adjust to changing circumstances and thereby

maximize service quality. Technical publications have long

been recognized as the appropriate vehicle to address such

matters 4--an approach which was adopted for purposes of the

LIDB filing. That current editions of referenced

publications are readily available to any requesting party

is not seriously disputed. Petitioners merely contend that,

for LIDB Access Service, inclusion in the tariff of

technically specific provisions is required. There is no

reasonable basis for this differentiation and the Commission

should so find. With respect to BellSouth's liability for

errors and omissions in the rendition of LIDB Access

Service, this issue is already addressed in Section 2.1.3 of

BellSouth Telecommunications, Inc. Tariff F.C.C. No. 1 and

Annual 1985 Access Tariff Filings (Phase II),
Memorandum Opinion and Order, CC Docket No. 86-125, 2 FCC
Rcd 1416 (1987), para. 203.

~, ~, Investigation of Access and Divestiture
Related Tariffs, CC Docket No. 83-1145, Phase I, 97 F.C.C.2d
1082 (1984).
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requires no elaboration. Moreover, it would be improper to

hold BellSouth to a different standard of care for LID8

Access Service than is applicable to interstate access

services generally.

BellSouth Transmittal No. 439 fully satisfies its

purpose of apprising the Commission and customers of

significant provisions governing the offer of LIDB Access

Service. The tariff is unambiguous as to the service

BellSouth will provide, the terms and conditions upon which

the service will be rendered and the rights and obligations

of both the telephone company and its customers; it need

not do more. To adopt the position urged by petitioners

would lead to the unnecessary expansion of the tariff,

rendering it cumbersome, confusing and difficult to

administer.

II. Should the tariffs contain additional detail
regarding the technical parameters for the CCS
interconnection link?

Transmittal No. 439 contains a level of detail

respecting the LIDB Access Line commensurate with that

provided for 56 Kbps lines furnished under the special

access tariff. In both cases the tariffs employ references

to technical publications to obtain necessary detail

regarding parameters associated with the service. As noted

above, inclusion of additional matter of this nature would

introduce unwanted complexity and inefficiency in the

administration of the tariff.
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III. Are the rate levels established in the tariffs
excessive?

(1) Bell Communications Research, Inc., has developed
a cost model called "Common Channel Signalling
Cost Information System" (CCSCIS). Any carrier
who relied on CCSCIS to develop its rates must
explain why use of such a model is appropriate for
common channel signalling services.

BellSouth did not use the Common Channel Signalling

Cost Information System (CCSCIS) to develop rates for LIDB

Access Service.

(2) Those carriers who did not use CCSCIS to allocate
investment should fully explain how they
identified the plant used to provide LIDB
service.

The incremental investment in plant used to provide

LIDB Access Service was identified by Network personnel

responsible for the planning, technical evaluation and

procurement of database services. Using industry standards,

a technical service description is developed to define the

service and its operation. If selection has not already

occurred, vendors for the service are evaluated and selected

by Network based upon numerous attributes including price,

performance, reliability and software quality. Working with

BellSouth's cost analysts, Network subsequently quantifies

the incremental investment (i.e., the additional investment

incurred as a result of offering the service) based on

system design, vendor prices, installation labor and

supporting equipment associated with the new offering-- in

this instance LIDB Access Service.
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(3) All filing carriers should provide total
investment underlying each of the four rate
elements and identify the accounts established by
Part 32 of the Commission's Rules, 47 C.F.R. Part
32, in which these investments are recorded.

The investment-related component of the Access Line

rate element is a 56 Kbps line from the customer's switching

Point of Interface (SPOI) to a BellSouth Regional Signal

Transfer Point (RSTP). Total incremental investment per

Access Line is $2,336.00 and is recorded in the following

accounts:

2111
2121
2232
2411
2421
2422
2433
2441

Land
Buildings
Circuit Equipment
Poles
Aerial Cable
underground Cable
Buried Cable
Conduit System

The investment-related component of the Access Port

rate element is the termination equipment required in the

RSTP for each Access Line. Total incremental investment per

Access Port is $13,500.00 and is associated with the single

account 2212 Digital Electronic Switching.

The Common Transport rate element is composed of the

following investment-related items: the 56 Kbps links

between BellSouth's RSTPs and Service Control Points (SCPs)

and the termination equipment (ports) required in the RSTPs.

Total incremental investment for the Common Transport rate

element is $44,030.00 and is recorded in the following

accounts:
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2111
2121
2212
2232
2411
2421
2422
2433
2441

Land (Links)
Buildings (Links)
Digital Electronic Switching (Ports)
Circuit Equipment (Links)
Poles (Links)
Aerial Cable (Links)
Underground Cable (Links)
Buried Cable (Links)
Conduit System (Links)

The Validation rate element is composed of the

following investment-related items: the SCP (Database), the

DataBase Administration System (DBAS), the Message

Investigation System (MIS) and the 9.6 Kbps links used by

DBAS. Total incremental investment for the Validation rate

element is $2,187,660.00 and is recorded in the following

accounts:

2111
2121
2212
2232
2421
2422
2423
2441

Land (SCP, DBAS, MIS)
Buildings (SCP, DBAS, MIS)
Digital Electronic Switching (SCP, DBAS, MIS)
Circuit Equipment (DBAS Links)
Aerial Cable (DBAS Links)
Underground Cable (DBAS Links)
Buried Cable (DBAS Links)
Conduit System (DBAS Links)

(4) All filing carriers should identify and fully
document all factors applied to the investment
identified in response to the requests for
information above to develop the rates, cross
referencing to Automated Reporting Management
Information System (ARMIS) data where possible.

Appendix A to this filing describes in detail the

process used by BellSouth to develop annual cost factors.

Summarizing Appendix A, BellSouth states that to develop the

investment-related annual cost of rate elements for LIDB

Access Service each investment identified in (3) above was

multiplied by its corresponding annual cost factor. This
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resulting annual cost represents the recurring cost for one

year associated with the acquisition and use of a particular

investment. The annual cost factor includes capital-related

costs, further subdivided into cost-of-money, income tax and

depreciation; and operations-related costs, comprising

maintenance costs, ad valorem and other taxes and directly

assignable administrative costs. Annual cost factors for

LIDS investments and the components included are as follows:

2111

2121

2212

2232

2411

Land
Cost of Money
Income Tax
Ad Valorem

Buildings
Depreciation
Cost of Money
Income Tax
Maintenance
Ad Valorem

Digital Electronic Switching
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

Circuit Equipment
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

Poles
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem
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2421

2422

2423

2441

Aerial Cable
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

underground Cable
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

Buried Cable
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

Conduit System
Depreciation
Cost of Money
Income Tax
Maintenance
Administration
Ad Valorem

Factor: 0.2704

Factor: 0.2672

Factor: 0.2677

Factor: 0.2312

To develop the rates for LIDB Access Service, the

annual cost of each rate element, calculated as described

above, was multiplied by a factor of 3.0. This factor,

representing the contribution of LIDB Access Service to

recovery of general overhead costs, was selected because it

is comparable to the level of overhead loadings established

for services with which LIDB Access is grouped for purposes

of Price Cap Administration. The product of this

calculation was subsequently rounded up to the nearest $5.00

if greater than $1.00 and less than $1,000.00 or to the
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nearest $10.00 if greater than $1,000.00 to establish final

rates within the parameters of the Commission's price cap

ceiling test. See The SellSouth Telephone Companies,

Transmittal No. 439, Appendix A, Workpaper 2.

(5) Sell Atlantic, SellSouth, NYNEX, and Pacific Bell
were providing CCS interconnection service under
tariff before the filing of the transmittals under
investigation in this docket. Those carriers
should demonstrate how their CCS interconnection
service rates meet the requirements for
restructured services in Part 61.49(f) of the
Commission's Rules.

With respect to BellSouth's filing, Transmittal No. 439

established new rate elements for the LIDS Access Line and

the LIDS Access Port. The facilities in question are

customer and application specific and may be used for no

other purpose than the transport of LIDS queries from the

customer's Switching Point of Interface (SPOI) to a

SellSouth Regional Signal Transfer Point (RSTP). LIDS

Access, which "enlarge[s] the range of service offerings

available to customers,"s is properly classified as a new

service under price cap rules and accordingly was filed in

conformity with the criteria for a new offering. Existing

CCS interconnection services are unchanged in the "method of

charging or provisioning"6 by the offer of LIDS Access;

Policy and Rules Concerning Rates for Dominant
Carriers, Second Report and Order, CC Docket No. 87-313,
5 FCC Rcd 6786, 6824 (1990).

6
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h.nc.~ require••nts for a serviee restructure under part

61.49(f) are net tr19gered by the filing_

C9NCLYSJON

BellSouth'. tariff governing prevision of LIDe Acee.s

Service complies with all statutory requirements of Title II

of the Communications Aet and specifically a.ets every test

for a new &ftrvice offering under price cap Iules. This

conclusion is sustained by the docuaentation submitted

concurrently with Transmittal No. 439 and provided in this

direct ease, which in its totality far exceeds the level of

detail cont.mplated by the Couission when incentive

regulation for loca.l exchangec'arriers was inaugurated.

Accordingly, the Commie,ion should eonclude its

investigation with a finding that aellSouth's tariff for

LIDS Access Service is in all r.spectl lawful a.nd that no

change in current rate. and conditions of service is

warranted at this time.

.eepeetfully subaitted,

BILLSOUTH TELECOMMUNICATIONS, INC.

By :--,~~'U:~~~t:'.
Willie. It.
Rich.ard M. sbar:
Helen A. Shoekey

Its Attorneys

1155 Peachtr•• Street, N.!.
Suite 1800
Atlanta, Georgia 30367-6000

April 21, 1992
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APPENDIX A

'1'he investment-related annual cost associated with each rate
ele.ent was developed bym'Ulti~lyin9 the investment., by account,
by their corresponding annual eOIt. .factors. Annual eost factors
are translators used t.o determinet.he a.aunt of recurring cost
fOt one year alUociatet'i with acquiring and using a particular
piece of investDent. '1'hete are bas.ically two types of costs
associated with investm.nb capital-ieloted costs and
operation-related co.ts. 'l'he total annual cost factor is the sum
of all applicable capital-related and operation-telated factor
components. ".

capital-related costs con8i.~ of t.hree major subeate90riesl
eost-of-iloney, income tax, anddepreciiation. In calculating
these capital-related costs, plant:survivor characteristics, the
cost of debt VB. the cost of eq~i'ty, the debt ratio, accelerated
tax depreciation procedures, and .h:westaent tax credits, when
applicable, are considered. .

Costs are produced which have been levelized over the
planning period. Over the life ofaR invest_ent, some costs fall
while others rise. AS an example, t.he costs of Boney and income
tax associat.ed 'lith an invest:Jll.ent ftotJUlly decrease while
Baintenance and administrative expense. nOtmally increase. In
other words, the total eosts as.oc~ated with an investment are
not consi~tent over the .ervice Iffe of that inv••taent.
Chanqin9 demand, inflatiorl, and deereasin9 capital costs are the
primary causes of inconsistent tot~l annual unit capital costs.

Costl are levelized over theti.... period in which the study
results will be used (Le., over the planning period).
Levelization produces annual co_t. which are equal tro. year to
y.ar over the effective planning/tariff period. The ohvious
advantage of constant. annual costs froll year to year during the
Study period is the opportun1,tyJoestablish a fixed service rate
for the planninq pe r iod. .

The levelh;~tion process is accomplished by c:alculat.in9 the
present worth of costs for each y~at in the planning period,
calculating the present worth of the number of unite for each
yea~ in the plannin9 period, summing those values to obtain the
cumulative present worth of costs and of units, and dividing the
cumulative present worth of eost.by t.he cumulative present worth
of units.

Except for extraotdinary situation., the plannin~ period is
equal to the proposed economic life of the plant or ten yeats,
whichever is shorter. A decision to limit the planning period to
a maximum of ten years was aade for two rea_ons; (1)
difficulties in projectin9 economic life beyond ten years (with
new teohnologies oontinually entering the marketpla~e, early

800" 38tld ll:1831 JSS: WOtl.:l



r.ti~ellents and obsole.cence beco•• ·cons1derations) and (2)
little differenee betweeti lev.l~iiS.d aapital-relate4 cost factors
based on a ten year planning period and ~hbs. based on a period
greatet than ten years. .

The depreciation componentsot the annual cost factors
reflect the a~countin9 or book depreciation, i.e., t.he accounting
procell by Wh1Ch the costs of, fi.•'1d asset are spread over the
useful life of that asset~ '.. .

Book depreciation 18 eaicuia·ted UI·ing the straight-line
••t.hod. The &tralqht-line method requires that the difference
between qtoSS inve8t1Ylent and net' salvage be spread ratably over
the life of the plant. The depreciation rate (before
levelization) i' calculated asf~l~ow.;

Initial Investment ~ (Gto•• Salvage - Cost of Removal)
Propo••d.tlfe

The depreciation rate ahove.alsQ called the book
depreciation factor component cat., 'is qreater than the
depreciation factor component aainly due to the lev.lization
process. Ullder straight-line depreciation, the depreciatio.n rate
is applied to the gross invest.ent in order to spread
depreciation over the life of t~. p1ant even though net
investment is decreasinq over the life, since depreciation costs
are acculllul~tin9 (hence, straight-li.ne depreciation gives no
recognition to the time value of money). The levelization
process, however, does give some t.~e9nition to the time value of
money.

.037

.093
•
•

, of Capital
31,
62'

Debt rinancing
Equity Financing

cost-of"'lU:lney is determined .in part by the financial matket
and represents the investor's expected return on his investment.
The levelized eOlt-of-money factor ·d.eve~oped i& dependent on net
investment in plant and the overall coat-of-money rate. The
overall cost-of-money rate ia det.tained by BellSouth Treasury
and depends on the cost of equity fin~ncin9, the cost. of debt
financing, and the debt to equity .ratio of the capital structure
ef the company (i.e., the debt ratio). This cost-of-money rat.
represents the long term objective debt/equity Mix and component
co.ts of each. For example, an overall cost-of-money rate of 13\
mayreault from the following:

Cost Rate
.097
.150

composite COST-OF-KONEY ftATE

It may be noted that the cost-of-aoney leveliaed factor will
be lower than the composite cost-of-money rate. This i. t~ue
because the net investll1entper unit iii decreasing ae the plant is
being depreciated and because of the levelization process itself.
(As mentioned in the levelization .ection above, levelized COSt8
for capital-related components will be lower in early stages of

1700 "39tld ltl93l Jsa ~JOd=l
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1 - c TAX ,
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the planning period than unleveliz.c costs would be in the s•••
stages. )

The income tax factor eo.ponent.is developed to reflect the
incolle tax in two situat;ions'payll.nt: of dividends to
stockholder., which are neither tax'deductions nor accounting
expens•• , and the existence of a tax·tiaing difference between
book depreciation and tax depteeiation and frequently a
depreciation basis difference,Dsw":ll. While interest paid to
bondholders is a book expense and deduotible for income tax
purposes, the federal 90vernmentand most state govern.ent. levy
a tax on the revenu•• which are earried to compensate stockholders
for the use of their aoney. A company must pay incolle taxes on
the equity portion of return, buttbe debt portion is tax-exempt.
If taxation of the equity portion of return on investmeftt was the
only tax factor to consider, the unlevelized income tax factor
component would be relatively easy to calculate using the
followin9 formula.

Ix I: _1_-;...._O_B_,B;...T_AAlr.'fr.:
I
::-
0
-r-

X_J)_SfJ_1'_'_I - INC
., dOM i

cOIn represents the overall cost-of-money rate
C TAX , represents the state & federal composite tax rate
DB!'!' RATIO represents the , of financing done usin9 debt
DB!'!' % represents the cost of debt.

However, tax timing differences related to the depreciation of
telecommunications plant make this formula too siapli.tie. For
regulated telecommunications companies straiqht-l1ne depreciation
is required f()'(' accounting. Ho"evet, for tax purpose.
accelerated depreciation is avail.b~. for .ost plant categories
and used when ~vailable. Another liajor differenCle exist' between
hook depreciation and tax c!apreciati-on. ror book purpose., an
investaent is depreciated over it. expected revenue producing
life (aa negotiated with and prescribed by the red.ral
Communications Coamlsaion a~d state Public Service Co.-is.ions).
The federal Internal ~evenue Service (IRS) and state t~xing

authorities might require the coapany to depreciate the
investment over a shorter or longer period of time for coaputing
the depreciation income tax deduction. The tax-timinq
differences for depreciation are the result of both different
depreciable lives and different depreciation methods
Cstrai9ht-line V5. accelerated). In addition, the basis for tax
depreciation may be different from ~he basis for accounting.

500"3EJtld ltlEJ3l ~sa WO~.:l



Operation-telated costs ar.tholSt coat. assQci_ted with
coapany operationa: unlike eapita~":-related costs,
operatio~-r.latedcosts exist. bee_ute the company is operating
Bnd earnIng revenues. In the1r Ii_pleat form, operation-related
cost factor com.ponent$ are not-hing lI\ore than the ratio of annual
operatinq expenses to investaenta~ .Those considered in the
development of the lce lneremental, annual cost factors are:
~intenance eost., ad valorem. an4otijfu: taxes, and directly
assignable administrative coste. .

Investunts JIlust oe '.aint.ained in order to be u.ed 'for
telecoaeunications operations. Or6!nary repairs and aaintenance,
as well a. rearranqementa afldchang•• , are nece.sary coats for
all categori•• of plant {exc.ptland~ in order to provide proper
service. The maintenance factor .component includes tbe cost of
material used and direct labot; it also includes maintenance-type
expenses that cannot be d1rectlya.,1,n.d to a given plant
c::ategory~ such a$ transJIlissiollpower, ilubscriber 11n~ testing,
and trunk testing, when applicab~••

The followinq accounting dat. ~r.~sed in the develop.ent of
the aaintenance factor coaponent.

- Actual lIaint.nancee~.pens.sby USOA field reporting
oode (FRC) for the previous year taken from the

company's ledgers.

- Actual investment at the.' end ot June of the previous
year (used as average investment) from company report
2A.

- Actual investment at the end of Dec::eaber of the
previous year (usedt.o· determin.e average investment
in ,first projected year).

- 'rojected maintenance expenees and pt"Qjected
end-oE-year investment. from company forecosted
budgeta created for internal decision-making
purposes.

- Ratio of service order activity hours to total hours
in central office categories of plant, taken from
company accounting reports.

- Ratio of feature-related ri9ht-to-use (RTU) f ••• to
total RTU fees, furnished by company subject ••tter
expect in RTU expenditures.

The maintenance factor is derived by dividing the sua of the
present worth of one year of actual maintenance expense and three
years of budgeted maintenance expense (both adjusted to ezclude
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subsequent feature-related aTU fees 'and central office service
order activity) for a particular cate90ry of inv•• tlllent by the
sum of the present worth of on. year of actual invest.ent and
three year. of budgeted investment. fot a particula.r category of
investment (this quotient is h.r.af~.r referred to a$ the
unloaded aaintenance factor), then adding a "loading" amount for
eranslli ssion power, subscriber line ;,t.atltllj, and trunk te.tinq
when applicable. Plaintenanee loadings for transmission power,
subscriber line testing, and trunk testing are developed
similarly.

The Ad Valorem and Other Tas foetor component is an
effective ta~ factor furnished by, the SellSouth Corporation Tax
Department. The Tax Oepartment. develops the factor by
calculating the ratio of tax expenae accounts 7240.1000,
7Z40.3000, and 7240.9000 to the telephone plant in service.
Account 7240.1000 includes taxes levied upon the assessed value
of property. Account 7240.3000 inc~udes taxes levied upon the
value or number of shares of outstandi:lllJ cap! tal stock, upon
invested eapital,upon rate of dividends paid, etc. Account
7240.9000 includes other non-incom., n.on-revenue taxes sucb as
municipal license t.a.xe5, sta.te privilege taxes, state
self-insurer'. tax, etc.

The adainistrattve expense factors are developed to .ssign
expenses cateqorized as admin1strativ. overheads across telephone
products and services on the balis of investaent. The
administrative expense factors a·re included in the operating
expenses of the annual cost factcir. and are therefore spread over
an investment.

The directly assigned administrative expense factor
caleulation is developed by c1ividiD9 the sum of the present worth
of one yea~ ofaetual direct admini$trative expense and three
years of budqeted direct administrative expense by the SUM of the
pteaent worth pf one year of 8ctual·primary investment and tbree
years of budgeted primary investmen~.

The total direct adalnistrat;ve.expe1'lses are the sum of
carrying charges associated with secondary investments, general
support, plant operations administration, engineering, access,
customer services, accouftting & finanee, and human resources.

The primary investment is the primary average plant in
service less the secondary investment. NO~ considered pri.a~y

average plant in service. Thes. secondary inve~tments are lend,
motor vehicles, special ~urpo$e vehicles, garege work equipment,
other work equip.ent, bUl1dings, furniture, office equipaent, and
computers.

The annual cost factor. for the Accounts aGsociated with
LIDS Service, and their components are as follows:

2111
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ccatofMoney 0.1192
Income Ta~" 0.0537
Maintenance 0.0000
Administration 0.0000
Ad ValQrem 0.0121

TOTAL 0.1850

2121 BuildinCjB ])eprect~tlon 0.0259
Cost o,tMoney O.a246
Income'Tax 0.0510
Mainten.nce 0.0037
Ad.inlst:.tatitm 0.0000
Ad Valorea 0.0212

TOTAL 0.3264

2212 Digital Depr,clation 0.0719
Eleetrot.l.ic Cost 'of ,Money 0.0831
Switchint Inco•• 'Tax 0.03i1

Maintenance, 0.0342
Ad.in'istration 0.0364
Ad Valorem 0.0121

"l'OTAL 0.2746

2232 Circuit Depreciation 0.1171
Equipment Cost of Money 0.0766

Income Tax 0.0370
Maintenance 0.0080
.dmin1strat.ion 0.0354
Ad Valorem 0.0121

TOTAL 0.2872

2411 pol•• Depreciation 0.0633
Cost of K9ney 0.1020
Inco.. 'fax 0.0448
Kaint.nance 0.0323
Administration 0.0364
Ad Valorem 0.0121

TOTAL 0.2909

2421 Aerial Cable Depreeiation 0.0580
Cost of Money 0.1029
Income Tax 0.0456
Maintenance 0.0154
Administration 0.0364
Ad Valorem 0.0121

TOTAL 0.2'104

2422 underground nepreciation 0.0607
Cable Cost of Koney O.lO~9

Income Tax 0.0454
Maintenance 0.0097
Adllini.tration 0.0364
Ad Valor•• 0.0121

TOTAL 0.2672

800·3~tld
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2423 Buried Cable DepreciaUon 0.0583
COlt of fIIoney 0.1032
Inco_e Tax 0.0458
Maintenance 0.0119
Adainistration 0.0364
Ad Valorell 0.0121

TOTAL 0.2671

2441 conduit Depreeiation 0.0235
System Coat of Money 0.1079

Inco.. 'lax 0.0483
X.int·enance 0.0030
Acbllnietrat10n 0.0364
Ad valorem 0.0121

TOTAL 0.2312
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