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EX PARTE

ORIGINAL
FILE

EX PARTE OR LATE FILED

United States Telephone Association 900 19th Street, N.W., Suite 800
Washington, D.C. 20006·2105
(202) 835·3100

Ms. Donna Searcy
secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

RB:

Dear Ms. Searcy:

September 9, 1992

RECEIVED

tSf~~ '1 1992
FEDERAL COMMUNICATIONS COMMISSION

OFFICE OF THE SECRETARY

On September 9, 1992 the united States Telephone Association
presented the attached data to Chris Frentrup of the Common
Carrier Bureau regarding the above-referenced docket. Also
included is the response to Michael Mandigo's request regarding
the status of SFAS 106 issues in state jurisdictions.

The original and a copy of this ex parte notice are being
filed in the Office of the Secretary on September 9 and should be
included in the pUblic record.

Respectfully submitted,

~~~
Martin T. McCue
Vice President and

General Counsel

cc wiatt.: C. Frentrup
M. Mandigo



CC Docket No. 92-101 - - Exogenous Treatment of Incremental SFAS 106 Costs
Dol. Amou.... 1n MIl...... 1883 c.nd. v.....u...... noted 0.........' To.... Ill. not Ildd ...tv due to rounclna.

Ben AI NYNEX NYNEX
Amelilech [81 ..... "!Sou GTE Low&US) HlahE8t.(8) Peelfto Roeh. m SNET SWBT Unn.d USW.at

----------------------------~
A. Servlc. Coat 70.1 55.5 31 87.9 34.7 91.9 44.9 3.4 4.4 43.5 12.7 81.4

B. Inte.... Co.. 238.5 247.7 198 210.1 212.9 320.8 233.8 11.2 27.1 231.7 40.3 231.6

C. Retum on Plan~ 61.2 49.8 82 10.1 35.3 35.3 38.8 0.3 4.5 19.7 0.0 18.8

D. AmorUzation of TBO 138.0 150.0 83 127.0 150.0 193.9 154.1 8.9 14.3 171.0 25.8 127.4
---------------------------------------- ------ -----_. ------- ------- -----------------------------------_.

E. SFAS 108 Ace..... (A+8-C+ D) 384.1 403.4 210 395.0 362.3 571.1 394.0 21.3 41.3 428.5 78.8 403.8

F. C.... ct.me paymenta for Retl.... 188.2 8U 25 88.8 184.1 184.1 53.0 3.5 28.0 143.8 15.1 121.8
(pay-A.-Vou Go)

G. YEBA Funclng (... no_ 1 - 4) 79.1 128.5 186 123.8 0.0 0.0 137.8 0.0 0.0 0.0 0.0 81.4

H. Oth.r 0.0 108.7 a 10.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
---------------------------------------- ------------- ------- ------- -------------------------------------

I. Tot.. Cur..nt CoM (F+G+H) 247.3 302.0 191 99.5 184.1 184.1 190.7 3.5 28.0 143.8 15.8 183.0
0.0

~--..----------------------_. ---- ---- ._-- ---- ---- ---- ---- ---- ---- ---- ---- ----J. SFAS 108 .... Curtwnt Acetg. (E-I) 138.1 101.4 19 295.5 178.2 387.0 203.4 17.8 15.3 282.9 82.7 220.8
(... note 8)

K. Interstate Pric. Cap Rewnue 19.9 19.2 0.9 65.0 28.9 69.4 28.1 2.8 2.3 44.1 10.9 44.8
Requirement (NlIIIed to J)

L Interstate &ogenoa Coat 18.8 19.2 0.8 55.3 24.5 58.9 28.4 2.7 2.0 37.4 9.3 38.1

M. RatIo of L to K (.. no" 5) 85% 100% 85% 85% 85% 85" "" 95% 85% 85% 85% 85%

Note.: .
1. For Peclflc Bel_Nev_ Bel,~xIm__1M...xpected to be peId out of bargained-for VEBAa (from lOW G, VEBA funclnat to ...ct...for ...... In 1993.
Z. For BeUSouth,~xIm_ $125 M" .xpectedto be peidout"VEBA. to ...elelm. tor ....... In 1993 (lim,... to not. 1).
3. For Bel Atlentlc, $ 78.3M WM peId outof tru.tI to ...cIeIrM tor....... In 1991 (lim.... to noll 1).
f. For GTE, the $123.1 of YEBAfuncIng for 1993 don not .....-'ltlnexpeneeon .. 1ncome ItIIIiInMri, _ Ie notedded to lOW I, Total CufNfllCoet.
5. Bel Altentlc ..... tor 1991. Bel AtIentIc NCb:ed .. uogenclUI tmOUft tor GNP-PI ... be;lnnlng In 7-1-92. (See Bel AtIentIc'. DINct c... ..d tarfIf"g.)
I. The renge of .1Im••tor ...NVtEXT"'phone Com.....$frAIl 108I1CCN...d IncNllMnllllInte rwerAIe ..~lntmentprovided henlln cIffe,. from the range ..polted

the NYN:X Dhctc.... SInc. NYNEX Ie cunwnty Mllyz!nO·"apec:tI of SFAS 108, ......1Im could chenge at the time of Ildoplon ..d the torflcomlng tarfIf tllng.
The .bow NYNEX ntIm.......eoneletlnt with NYNEX SEC cIIcIoaI....gMIng SFAS 108. The NYleed r..ge of .1Im.... lnclude... update for actual 1991
medcel elelm. expellllnce ..d oertaln chMglKl pIon••

7. For Roche.r, emounta Include Roche.rT...phone end VIeta·"_phone.
a. For US We'" ..don not Include SO.I Mof DepNOlalon~ In'" SFAS 108 eoN1l1mOUft.

05tI08I92

!



DELAWARB

Type of Regulation:

SFAS 106 Treatment:

DISTRICT OF COLUMBIA

Type of Regulation:

SFAS 106 Treatment:

MARYLAND

Type of Regulation:

SFAS 106 Treatment:

NEW JERSEY

Type of Regulation:

SFAS 106 Treatment:

BELL ATLANTIC
CURRENT INTRASTATE STATUS OF SFAS 10'

September 8, 1992

Traditional rate of return regulation.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State

. Commission review.

Traditional rate of return regulation.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State
commiss ion review. The PSC has indicated its intent to
initiate a generic proceeding on SFAS 106 adoption.

Incentive regulation plan since October 1, 1990. the
plan provides for pricing and earnings flexibility on
competitive services, a two-year rate cap, and earnings
sharing provisions for other-than-competitive services.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending state
Commission review.

Six-year rate stability plan since July 1, 1987. Under
that plan, tariffed rates are capped. Competitive
services are allowed earnings flexibility while less
competitive services are SUbject to a traditional
earnings cap.

Effective January 17, 1992, legislation was enacted
that deregulated existing competitive services rates.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State
commission review. No current State Commission
activity.
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PENNSYLVANIA

Type of Regulation:

SFAS 106 Treatment:

VIRGINIA

Type of Regulation:

SFAS 106 Treatment:

WEST VIRGINIA

Type of Regulation:

SFAS 106 Treatment:

BELL ATLANTIC
CURRENT INTRASTATE STATUS OF SFAS 106

September 8, 1992

Traditional rate of return regulation.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State
Commission review. No current State Commission

. activity.

Four year experimental plan that was implemented
January 1, 1989. Under the Plan, services receive
varying regulatory treatment according to their
competitive categorization. Actually Competitive
services receive the most earnings and pricing
flexibility. The other category services remain
traditionally regulated with pricing flexibility
afforded services in the Potentially Competitive
category.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State
commission review.

Social contract-like plan since 1988. The current
incentive regulation plan, implemented January 1, 1992,
extends and expands upon the key provisions of the
previous flexible regulation plan. This plan also
categorizes services according to their degree of
competition which receive varying regulatory treatment.
A new category was added for workably competitive
services which will be rate deregulated according to
legislation effective January 1, 1991. competitive
services receive pricing and earnings flexibility,
discretionary services receive limited pricing
flexibility and basic service rates will be frozen
three years.

SFAS 106 amounts in excess of cash costs are
tentatively included in monitored results pending State
Commission review. No current state Commissic~

activity.
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September 8,1992
AMERITECH

FCC Data Request - OPES Status in the State Jurisdictions

ILLINOIS

SFAS 106 status:

The Illinois Commer~e Commission has dealt with SFAS No. 106 on a
case-by-case basis. For the most part, the ICC has permitted
accrual accounting and the recovery of the increased expense,
including amortization of the transition obligation, with the
unamortized balance included in rate base, provided that an external
trust fund is established. (Excerpt from Regulatory Focus
Newsletter, dated August 18, 1992.)

Porm of Regulation:

Illinois Sell is currently regulated on a traditional rate base,
rate of return basis in its intrastate jurisdiction.

WISCONSIN

SFAS 106 status:

The Public Service Commission of Wisc'onsin (PSCW) Accounting Staff
has sent a memo to the Commission which includes its Position
Memorandum, comments from interested parties and a listing of
interested parties. This issue will come before the Commission on
Thursday, Septeaber 10, 1992. 'Sasedon the staff position memo and
the interested parties' comments, the Co..ission will make a
decision on this docket (05-UI-I04) and an order will be issued.

The staff position memo r-equires the use of SFAS 106 for ratemaking
purposes, plans for funding the liability (though no specific
funding level is required) and the implementation of SFAS 87 and
SFAS 88. It also states that utilities should be allowed to
amortize the transition obligation over either the remaining service
life, or 20 years.

Porm of Regulation:

In a September 1990 decision, the PSCW approved a three-year
alternative regulatory plan for WSI under which the company is not
subject to any earnings constraints. The decision was based on a
13.75% return on equity. As part of the plan, flat rate pricing for
residential customers was eliminated in favor of a usage-sensitive
volume discount pricing system. The plan became effective October
1, 1990 and is to continue through 1993.

WSI is obligated to file projected financial information on October
1, 1993 for the Test Year of April 1, 1994 - March 31, 1995.



INDIANA BELL

SPAS 106 Status:

Indiana Bell and its joint petitioners, a group of investor-owned
utilities subject to SFAS 106, filed testimony June 5, 1992 in a

" ,,"case before the Indiana utili ty Regulatory Commission insti tuted by
that body at the request of the joint petitioners for the purpose of
considering the adoption of SFAS 106 for jurisdictional regulatory
purposes. (Currentl¥, only pay-as-you-go recognition of OPEB costs
is sanctioned for ratemaking purposes.) Adversarial testimony,
including that of the state's Office of the utility Consumer
Counsel, will be filed September 15.

A hearing will begin October 13, in Indianapolis on the SFAS 106
case, which includes the joint petitioners' request that the
Commission first make a generalized adoption of "SFAS 106 with
utility-specific implementation to take place in subsequent rate
cases of each utility subject to SFAS 106. The joint petitioners
additionally seek deferral',. as a regulat9ry asset, of SFAS 106 costs
occurring from the beginning of 1993 until implementation in
individual rate cases.

The joint petitioners hope for an order by the end of 1992.

Porm of Regulation:

Rate of Return regulation is applied in Indiana.

MICHIGAN

SPAS 106 status:

On December 19, 1991 the PSC initiated a generic proceeding
regarding SFAS 106. The utilities support accrual treatment with no
mandated funding technique, while the PSC Staff recommends accrual
treatment with mandated external funding. On July 15, 1992, the
Administrative law Judge (ALJ) issued a proposal for Decision
recommending that the PSC adopt accrual treatment for SFAS 106
costs. The ALJ, while not recommending an external funding mandate,
did recommend that "the Commission, determine that external funding
is the preferred mechanism, but a utility should have the
opportunity to demonstrate that some other mechanism is more
beneficial and economically superior given its particular
circumstances." (Excerpt from Regulatory Focus Newsletter, dated

'August 18, 1992.)

Form of Regulation:

As of January 1, 1992 Rate of Return regulation was replaced by
Price Regulation of Selective Services, whereby the Commission
regulates selective services vs. the providers of those services.



OHIO

SFAS 106 Status:

Following a PUC request, the Ohio utilities have submitted estimates
of the financial impact of the accrual accounting method required by

,SFAS 106. The PUC is expected to open a generic docket to
'" investigate SFAS 106 matters and to issue a decision before year-end

1992. (Excerpt from Regulatory Focus Newsletter, dated August 18,
1992)

Form of Regulation:

Ohio follows Rate of Return regulation.



SFAS 106 (OPEBs)
United Telephone Companies

State Regulatory Summary
Company Specific Filings

United Telephone Company of the Northwest
State: Oregon

Commission

Public Utility Commission ofOregon

Un;t~d Telephone Company of Florida
State: Florida

Commission

91-1786

Order

Order

Type ofRegulation

Rate ofReturn Prescribed
by State Regulator

Type of Regulation

Summa~ofRmeTremmem

Commission approved the intrastate recove~ ofother
postretirement benefits. Rate base adjustment is required for the
difference between postretirement benefits expenses and annual
contribution to trost fund

Summa~ ofRate Treatment

Florida Public Service Commission PSC-92-078087-FOF-TL Rate of Return Prescribed
by State Regulator

Ruled that SFAS 106 should be implemented on January 1, 1993;
however, intrastate expense recognition deferred until July, 1993.
The incremental cost increase' (SFAS 106 over pay-as-you-go) for
the first six months of 1993 to be amortized over eighteen months
beginning July, 1993.

Commission found that:

'II'

UBOS9

!

•

•
•

•
•

It is "appropriate to recognize the interest component of
current service cost".
It is "appropriate to recognize the interest component of
recognized prior period cost."
"The mechanisms contained within SFAS 106 combined with
the surveillance program at the Commission are sufficient to
monitor OPED costs."
Funding should not be required.
"The postretirement benefit obligation is the same regardless
ofwhat discount rate is used It is a matter oftiming."



State Type ofRegulation

SFAS 106
United Telephone Companies

State Regulatory Summary
Update (Other than Filings)

Summary

Noqh Carolina

Pennsylvania

New Jersey

Ohio

Indiana

Missouri

Minnesota

Ka~sas

UB059

!

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate ofReturn Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

No formal proceedings.

Gas Association has presented proposal. Commission action is
pending.

Commission stafTis reviewing.

No formal proceedings.

Indiana Utilities have made proposals to PUC but no rulings
have been issued.

No formal proceedings.

OPEBs has been formalJy docketed and an order has been
issued by.the Commission. The order is sutnmarized as
follows:

I. Adopt SFAS 106 accrual accounting for record keeping
and ratemaking purposes.

2. Adopt 20 year amortization ofthe transition obligation.

3. Funding to be determined on a case by case basis.

4. Incremental OPEBs' amounts can be placed in a deferred
asset account for three years, with ratemaking on the
deferred balance subject to normal rate review.

No formal proceeding.



State

SFAS 106
United Telephone Companies

State Regulatory Summary
Update (Other than Filings) - Cont'd

Type of Regulation Summary

Nebraska

Wyoming

Texas

Virginia

Tennessee

South Carolina

Washington

UB059

!

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Alternative Regulation Plan

Incentive Regulation

Rate-ofReturn Prescribed by State Regulator

Rate of Return Prescribed by State Regulator

Under consideration. No formal proceeding.

United's recent rate case award reflects rate recovery based on
SFAS 106 accrual accounting. However, the agreed upon
stipulation does not set a precedent on this issue. The
Commission has surveyed the 11 largest utility companies in
the state seeking positions on several issues and a "workshop"
to discuss the responses and other OPEB issues followed .
thereafter. No formal docket has been issued.

Under consideration through Commission Project No. 11125.

Under consideration by PUC. Order Directing Notice and
Inviting CoIntllent dated 1/21/92. Comment Letter to Order
dated 4/15192. Information data request dated 1129192.
Response to data request dated 4/23/92. VSCC Staff Report
dated 7/17/92. Comment Letter to StaffReport dated 8/20/92.
Oral argument scheduled for 9/10/92.

No ronnal proceeding.

Commission is addressing SFAS 106 through filing to enter the
. incentive reg plan - where United has shown the effect of
SFAS 106 as a pro forma adjustment. The Staffhas completed
its audit ofthe pro ronna adjustment, and agrees in theory.

Under consideration.



"

LEC DATA POR USB IN CC DOCDT 110. '2-101
PCC Inv••~iga~ioD Regarding SPAS 10'

Company: The Southern New England
Telephone Company (SNET)

Question 1. What form of state regulation is SNET
subject to in Connecticut?.

Response: On June 28, 1991, the Department of
Public utility Control (DPUC) issued its Phase
II - Final Decision in Docket No. 89-12-05
which included an incentive regulation
structure. This structure provides for an
equal sharing of earnings with ratepayers,
provided certain benchmarks addressing service
availability are met, on amounts earned from a
return on rate base CtlRORtI) ranging from 11.26%
to 13.05% as measured quarterly on a twelve
month basis beginning with the first quarter of
1992. As of the end of the 2nd quarter 1992,
the Telephone Company's intrastate rate of
return was below the 11.26% threshold.

Question 2. How have SFAS-106 issues been treated by
the state regulator?

Response: On March 20, 1991, the DPUC issued a final
decision in Phase I of Docket No. 89-12-05
authorizing an increase in the Telephone
Company's annual revenue requirements of $47.7
million impl~mented through a temporary
surcharge on local service rates until Phase II
was ~omplete. The final decision in Phase II
on June 28, 1991 established rates designed to
achieve the $47.7 million rate award.

In SNET's Direct Case in CC Docket No. 92-101
on pages 5 and 6, the DPUC's decision in Phase
I is cited as approval for the establishment
and funding of Voluntary Employees' Beneficiary
Association (VEBA) trusts, one for management
and one for bargaining-unit employees. Fund
contributions are equal to the actuarially
determined current service cost and interest
cost of active employees postretirement health
care benefits. These amounts are being
expensed in addition to pay-as-you-go costs.



Qftl TIlLRHONII OPICIIA%IONS

SFAB No. 106 S~.~_

Sep~-.ber 3, lJJ2

P.~. 1 of 2

"" ~.

1 STUll or OPUA'nON I TDIl or u:GULA.'rION I n,.. 106 ftMUS I

1---------------------------1--------------------------1-----------------------------------------------------------------1
I 1 Alabaaa llIa~. of Re~urn lca.pany to fll. for .aaountug- aclcptJ.OD U Oat:~. I

1 I
I 2 AJ.••Jt. lRat~ of Raturn IS•• not b••n .dU••••et by th. AJ.••Jtan Publia Utility e-.t.a.ion.l

I

IQeneria praoeed.iDg iD p~••••

I
lee.pany to fJ.1.. for aaaoUDtug- adoptJ.on :I.A fourth quarter.

I
10PU oo.t. ualuded iD .tJ.palatJ.on for rat•••ffeatJ.". 8/14/J2.

I
lo.neria proaaeetJ.n~ iD pZ'Og'rA•••

Iblplleet .doption for aaao_tiD, pupa••••

I
IGenerio proaaeetJ.ng u prog'r••••

Ic:o.pany to fll. for aaoounting- aetoption iD S.p~"'.r.

IC-u.ion ha. adoptecl SFAB lOS for aaooUDt1ng- purpo••••

lca.pany ourrr.n~ly .eakLng- rat. r.oo....ry U rat• .,.••.

ICalUornJ.. o~••J.on £apl__t.et pIlarJ.o Foo...u.ag- w.tth 2

Ipha.... Pha•• I alloweet pr.fUDetiD, of O.U liabillt!'. Pha••

I:II 18 iD prog-r... ...el "Ul el.tuain. .aa01lntug adoption anet

Irat. r._...ery ie.u_ for all utilJ.tia. iD th••tat:••

I IIIp1.J.eet adoption for aaoo_t::I.Ag- pupo._.
I
I blplleet adoption for a__tiD,~•••

I
Iee.pany to fll. for a__tiD, aetoption u Oot:~.

I
IGenerio praoeaclJ.Ag' iD pZ'Og'Z'_••

IRat. of l\a~urn

I
IRat. of Return

IIn_~J.". fteg'ula~J.on

I
Il\at. of l\aturn

IRat. of l\a~urn

Il\at. of l\at:urn

IRa~. of l\atarn

Ilat. of laturn

IRat. of Return

I
IRau of l\at:urn

I
IRet. of l\aturn

IRat. of l\aturn

I 3 kizon.

I
I 4 kJta.....

I
I 5 CalJ.forn.ia - Qftl

r
I

I
I
I 6 Florida

I

1
I 7 Georg.ia

I
t 8 Ha_.iJ.

I
I J Idaho

I
110 :Illuob

I
III Inetiana

I
112 Iowa

I
113 Xaa...

I
114 lCeIltuaky

I
115 MIliD.

I
116 Michigan

118 Mi••our.i

11' Mont.na

120 Nebr••Jta

121 H.....da

I
122 New Ra.p.h,sza

I

IlIat. of Return

Ix..••_ed. rwJUJ,ation

I
IRat. of Return

lRa~a of RetUZ'll

lblp1.J.eet adoption for .aaoantiDg- pupa._.
I
IRat• .,.•• iD pZ'ag'r&•••

I
IIJIplieet aetopt:ion for aaOOUDtiDg- pupa••••

I
Ih1p1.J.eet adoptJ.on for aaao_t:I.Ag- pupa•••.

I
lea.p-y to fLl. for aaoo_t.u., adopt.ton :I.A Oat".r.

r

,
I
I
I
I
I

I
I

I



<nil '1'IlL8PROHII OPI:RA2'%ONS

SFas No. 101 s~.~u.

Sept.-b.~ 3, 1••2

P• .,a 2 of 2

I STAD: or OPPN%ION I TD'1l or Jl.I:GUIoATION I aFas 101 ftA7US I

"1---------------------------1--------------------------1-----------------------------------------------------------------1
" ,; 123 N_ M_ioo - an: Illata of Ilaturn IIapUad .dopt:ion for .COOWl~J.D., puxpo.... I

I I
I - Cont.~ IAlt_Dati_ Rag. Fr_a".,rkINo ezogeDoa. aa.pon_t iD prio. oap foftlu~. I

I I
IU N_ York Illata of Ilaturn IQen.rio prooeecUng iD proc.... I

I I
125 North C-oJ.J.aa Illata of Ilatwcn ICCGlptIlly to tila to~ .ooo_tiD., ad.optioft iD Oot~. I

I 1
126 North Dakota Illata of Ilaturn IIlapUad acloptioll for ac__t.iDcJ pa~.... I

I I I
127 Ohio IIla~a of Ilatuna IQen_io proaeecU.ng iD proo.... I

1 I I
128 Oklah_ IBa~a of l\eturn . ICaBp-y to tU. not.1.f1oation of ao__tiDg acioptioD iD Sept.-b.~.1

I I I
12. Or..,on IBate of "turD IEarnill.,. reTi._ to bagiD ill Ootober. I

I I
130 P.nll.Y~'W'eDia Illat. of Ilaturn ICollcur. _ith FCC acooWlt.iDcJ ral_. I

I I
131 Soath Ca:tt:c~ina - C7.l'Il IIno_~i_ r&9U~tion IJIp~r~ by~••ioll iD 1••1 rata GUO.. I

I I I
I - Collt.~ Illata of Batura . IJlpr%~ by ~.:l.01l iD 1"1 ~.t:. cae.. I

I I I
132 Soa~h Dakota ILa••_ad a..,a~tion I%llpliad adoption for acooantJ.D., pw:po.... 1

I I I

ICCllllpany to tU. for aaoo_tiD9 aclopt:l.oll in October.

IQeDario prooeecU.n., iD prooea••

I
I IIopUad adopt:ion for aaoo_~~ pw:po._.

I

1e-.ia.ioD pubUahacl _U:a ~,

.' proceed.t.ng.,

Illata of l\etwcn

Illat. of Ratwcn

133 1'.nn•••_ I%no_ti_ r..,w.a~ion 1e.:-p_y to tUa for a_ant.iDcJ acIopt.i.on J.D Ootob.r. I

I • I I
13. 'taxa. Illata of Batwcn laen_ia proo.ecU.Ag J.D proa_••

I
135 Utah,
136 V_llt

I
137 Vh.,J.aia

I
138 W_bill.,toll

I
I
13' w••~ VugJ.nia

I,.0 "uaoll.J.D

Notal

- %A tho•••ta~•• vb_. thera ia blpllecl acIoptioD of BrAS No. 101 for aooo_tiDg puzpoa•• tba ac.paDy

wi~~ addr••• r.9aIla. raoowwcy J.n th. next: ~at. prooa.ding.
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September 2, 1992

Jeff Olson

Jeff,

The status of OPEB recovery in California is as follows:

Type of Regulation: Incentive Price Caps

Status of OPEB: Hearings and Briefs have concluded and a
proposed recommendation from the Administrative Law Judge is
expected during the fall. After issuance of the proposed
recommendation, parties have 20 days in which to provide
comments on the proposal; with Reply Comments due 5 days after
Comments are filed. After the Comment Cycle, the Commission
will issue its Order. The Order is anticipated prior to the
end of 1992.

And in Nevada Bell:

Type of Regulation: Price Freeze (5 year price freeze with
consumer sharing above authorized return on equity)

Status of OPEB: Has not been requested by Nevada Bell.

,//# .-'1

,1 .. ' ..
I ;''' .......,
i l/\~ \

\_, " \ "------
, ..

Chery1- :He1ms
(415) 542-5539

CAH465

cc: C. K. Feiner and D. A. Loomis
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SOO'l'BWESTERN BELL TELEPHONE COMPANY

INTRASTATE ANALYSIS OF
SFAS 106

ARKANSAS (Rate Base/Rate of Return Regulation).
Arkansas uti lites and the commission staff were involved in an
educational forum on FAS 106 on August 25, 1992.

R1NSAS (Alternative Regualtion)

FAS 106 is an issue in a pending Peoples Natural Gas rate case.

MrSSOURI (Incentive Reg~lation with a Sharing Formula)

FAS.106 has been addressed in a recent Union Electric rate case
where pay-as-you-go treatment was ordered. It is anticipated the
Missouri Commission will address this issue on a rate case by
rate case basis. .

OKLAH~ (Rate Base/Rate of Return Regulation))

The Oklahoma Corporation Commission has not addressed the FAS 106
issue.

T.EXAS (Incentive Regulation with a Sharing Formula)

The PUC has opened a request for response from all utilities
regarding the treatment of FAS 106. A majority of the
respondents to the commission FAS 106 questions favored adoption
of FAS 106 for ratemaking purposes. A rule has not been
published on FAS 106, but a draft NPRM authored by the Commission
staff would allow for the recovery of FAS 106 costs if the PUC
finds the costs to be reasonable.
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NEW YOU TELEPHONB
FINANCE" COMPTROLLERS

U: Sta. 01OtherPoit BmpJo)1BeJlt leuefttl (OPEB) fa New York State

Tho New York State Public Service Commillion ("PSCM
) iSSU8Cl & Notice Sollehio..

Commenta OD pJOpoaed accountin& and ra&e l3'tment fot Pensiona and OPD for all
utilltJea on March 19. 1992. Intelelted panf04 zeapondcd with dleJr oomr:nenLt by the
lul)' 1. 1m deadl1ne. Action by the New York Swa PSC fa expected by year end. ~w
York Telepbone Ulmder tradftlanalrate ot return JeJulAtion.

The PSC Notice Sollctdna Commellta ~omlUll4ecl adoption of SPAS NO. 106 (OPES)
fot ftaI:al YearI beJbWJlI after Dooember 13. 1992. Howeyer. me PSC Notice also
propoled numetoUi det'e.rtI1 requirements whlc!l are not in acccrdlDce with Generally
A=pte4 Accoudn& Prbsc11del ("QAAP") and propoaed to require the adoption of
=Wn proYbiona ofSPAS No. 106 which are only optional uder the r.ennt of tho
S&aWI1IIlL New York Tc;lephone and v1:tua11y all ot the other udlilies in New York State
opposed these additional propoaala.
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NEW ENGLAND TELEPHONE

RE: STATUS OF OTHER POST EMPLOYMENT BENEFITS (OPES) IN NEW ENGLAND
TERRITORY

'~TATE: RHODE ISLAND

. Regulation· Rate of return based with a sharing adjustment for a specified range of ROR

OPEB STATUS - R. J. CommiSSion allows pay-as-you-go expense and any additional
amounts to the extent they :lre funded for rate recovery.

OTI:fEB STATES:

OPEB issue has not been addressed by the Commissions in the other states
(Massachusetts, Maine, New Hampshire, Vermont)
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SUhject: U S WEST Response to request for Current status
ot srAS 10e and the Current Form of Regulation in
U S WEST states

Arizona Informal discussions are underway with the
Commission Staff. Possible decision in JUly 199J
filing. Form of Regulation: Traditional Rate of
Return.

colorado Informal discussions are underway with the
commission Staff. form of Regulation: Traditional
Rate ot Return.

I4aho south" The I:ommission adopted SrAS 106 effective January
1, 1992. Form of Regulation: Revenue Sharing.

Idaho North - Informal Oiscuseions. Form of nequlation:
Traditional Rate of Return.

Iowa

Kinn.sota

Montana

Nebraska

The commission is addressing the issue on an
industry level for rUlemaking. Written testimony
is due September 22, 1992 with oral hearings
scheduled for October 26, 1992. Form of Regulation:
Traditional Rate of Return.

The Commission established an industry docket tor
OPEB and on August 20, 1992 vetod to adopt 106 at
the oral hearings. However ttey will review each
company on·a case by case basis. The formal order
has not been issued. Form of Regulation: Profit
Sharing.

In the current case, the Commission haa given
preliminary approval to adopt SPAS 106. It will
become effective with the tinal order that is
expected in the fourth quarter. Form of Regulation:
Traditional Rate of Return.

No Activity. Form of RegUlation: Price RegUlation
(Social Contract).

Now Mexico .. SPAS 106 is being addressed in 'the rate ca!Je filed
by U S WEST on August 28, 1992. Form of Requlation:
Profit Sharing.

North oakota- U S WEST has notified the PSC of our intQnt to adopt
January 1, 1993. The f i1in9 has been suspended
pending staff review. Form of RegUlation; Price
Cap.



o.raqon

wyoming

... , ,~
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The commission has granted adoption of SFAS 106
effective January 1, 1992. Form of Regulation:
Revenue Sharing •

south Dakota- There is no tiling requirement associated wi~h SFAS
106 .!s it is an allowable Par't: 32 Cos't:. The
Cpmpeny, as a c~urtesy, will inform the Commission
ot our intention to adopt. FOt'M ot Regulation:
piecemeal - 3 Bucket Approach.

utah The Commission has opened a separate industry docket
to acldress SFAS 106. Intormal hearings were held

. August 26, 1992, writt.en testimony is due I)ctober
9, 1992, rebuttals due October 30, 1992 with
hearings schedules for November 11-12, 1992. Form
or Regulation~ Traditional RatQ of Return.

washing-ton The commission has opened an industry docket to
address SF~S 106. Comments were filed August 26,
1992 and an open meeting is scheduled tor soptember
16, 1992 tor oral comm12nts. Form or Regulation:
prot'i.t shari.nq.

Intormal . Discussions. Form of Regulation:
Traditional Rate of Return.
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~ • ~ of thi. wriein; the ilC ~ not op.ned a g.neric dock.t co
addr••• SI'AB 106 i ••utt.. ,or .8",.ral Y8&Z0., the .t&t.'. major utiliti•• have
~en aCCZ'1.I:in; OiJlB co.t., to the e:ict.nt that they an tax deduct.ibl•.
AlabUla'. major utilitie. an op.rating und.r Rate RIB plaD. in which each
a~aDY'. ea:rnin;. a~ evaluated zoalati.,.. to aD autbori••d :retuzn·cn·.quity
or ewerall nt.·of"retu:m raDg.. (lee The Alu.:u. 'nnn.l Bayie. datsd
rebruazy lI'2.) .•eaaua8 each compaDY' ....min;. UIlder Rate Ull are evaluat.ed
"ed em report.ed re.ult., the co.t. of iq)lelllaDtiDg SPAS 106, ab.ent any
.p.citic C~i••iOft action, CaD ~ expected to be r.flected in eaoh ut.ility"
:report.d finanoial ~8Ult. ~.ginni~9 January 1, 1"3.

fttoa~ • The pse It~f ha. appr0'V'8d a pneric rulllD'laJcing that would adapt
II'M lOS for ratemaking puzpo.... Th. 'riDdOW for lPPea1 i ••t.ill open wim
re~.ct, to Chil rulemaking. The g.n.ric rul. dol. not ~quire .xtemal
f\md1Dg; however, the rule would r.quire a rat.. ba.e off.et. for 01'1:. CO.tl
not extemally fUDded. A Staff worklhop i. aur:rently .oheduled to be held on
Oct.ober 29, 1192, with a PSC daci.icc expect.ed by the end of 1992. The PIC
hal pravioully allowed accrual treatment of certain oPla cOStl for ratemaking
purpos•• for QulC'PQPlr and Central TelepbQQl.

~G%A • The PSC ~ act cpene4 & generic do~t to addre•• erAS lOS i ••u••.
In October 1"1, the Ccmmis.ion adopted a .ettlement for a-qrqil PAl&[ in
which the iBC ~er nqui:-.8 Georgia iower to \I datlr for future r.covery the
tifference ]:)at.en the UIOUDt ClOft\Put.'d in accordanc. with II'AS Ho. 106 and
the 'ply·•• ·you·go' _thod for financial accounting. tlncSer the
'pay-...·you·;o' method, the deferred amount will be reoo;ni.ecl for :rate
recewet'Y when actually paid. It

~I_ • '1'he 'l'PSC St~f recent.ly :reacaaeDdecl that 'aldt..c1 Citi•• Ga. DOt. be
allond full 8rAa lOS expen.e in their :re;ullted co.t of .enice. Rather,
the 8taf! recCllllllMl1dec1 w. pay·••·you·ga !:la.i. be adopted. Por utiliti.s that
have a funded plan :r reCallllUl'Cl that tax deducti!)l. ccmtZ'!but.ica be :recogni••d
foZ' :c'atttmakiug." Al.o, the Staff weAt to recCDlll8l2d that an admini.trati.,..
~_ JUdge be appointed to addres. _PAS 106 for all uti1itie. in Tenne••••.

DlifDCft • In January 1992, ICI01;ugJsy Rene (D), Jent;us;Jsy g;ilit;i•• ,
Lquityille gee i Blest';;, and Pnig; Light. Htat end RQltr filed a joict
petition requ••tiDg &CCCUIltillg .cc1 rat.emaJd.1'1g tn.tunt ..Iociat..ct "ith SPAS
106. Tofte ut.iliti•• Sougbt Commi••ian approval to reoover, ill th.ir next
,.r.uarll rat.e ca••• , nan eppropJl'iatl 1• .,..1 at ClO.t. "Iociat.d "it.h [the]
implementation at! and ~11&DC!. with [StAB] lOS." an JuDe 8, 1992, the pec
r.j.ct.ed ~ campanie.' propoI.l. The cammi.,iea atate4 that the utilit.i••
do not "quoin ile app:roval t.o iq:I1811a8Dt. SPAS lOS. The PIC did not:, however,
iDdicate t.he rat.emaking treat::lnent. it would'authori•• regariing S'AS 106
CO.t.I.
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LOUt8~ • ~ rate ca.•• for i'k.n...·Lgui.iap. q" (daci~.d in ~.cemb.r

1.,1) anc1 .,. grl.an. PuPl!; .,nia (acidic! .in May 1992) :I.D "hioh srAS 106
had ~U& an i ••wa, the PSC opt.c1 to retain pay· ••·you·go tor ratemaJting
pw:po••• for SilAS 105 COlt.. Th. creation of a regulaeoxy ....t wa,
p.r.mitt.d in the•• ca.•••

M%'IIS.ZI.% • SiDce 1187 ~•• i ••tpp;L RQIIE hal been r8COYer1.ng OBSP. on an
acc:ru.al ba.i. 1:Ju"ou.gh it. Performance IlValuat:Lon Plan (SlBP). Mditianal
COlt. to be recogni.ed upon adcptioa of S'M 101 an explcted to be rec09lred
UDCSer the '.P. Th. PBC ha' not otherwi.. 1P'C':Ltically adc1re••ed SrAS lOS.

!loaD CAI.OL%D. •. tn lIebruuy and. Ncwemb.r 1991 rate CUI d.ai.ion., thl 5COC
.llowed WPrth Ctrplin. PQII; &ad DukI 'P'IE, ~~lct1~ly, to include in
rate, the additional oagoiDg 01'2B exp.n•• and the IUllCrti••t.i= (over 20
year.) ot the tran.itioa abligatian "Iociatlel wi1;h SPAS 106. In a Hcwember
1, 1191 RCtJC ordtu: for bbllg 'IniSl Iprt;b Ctr91in" the corr;>any "•••Uow.d
to recover certain amount. whidb will ~ Ulld to fUnd the SFAS 106 liability
wh.n the accounting ehaD98 il adopted•

• 01Jft CDOLmA - In a Rovwmber 1991 paeral rate ca•• dec::i.ion, t:h. pac
authori.ed. Ow Ron; an iDc=ea.. :I.n rate. to bring tha level at opa
I"'cove~ virtually up to that required by srM 106. The l1li&11 7:emainiDg'
r.venue requircunt "•• def.rrec1. Al.a duriDg' 1911, Ch. CCIIImi••ion allonel
Q'1'I IMh to utili•• accrual aCCOUftt.1ng regarding a portion. of the acxnpany'l
8~A8 lOS-rel.tees liability.
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716·777·1028

Mien-,I J. SJJoltlll~ III
Senior Corporate Attorney, ..

·~Rochester7iJ1
September 9, 1992

BY FACSIMILE

Mr. Frank McKennedy
United States Telephone Association
900 Nineteenth Street, N.W.
Suite 800
Washington, D.C. 20006

Re: Other Post-Employment Benefits
•.

Dear Mr. McKennedy:

At Jeff Olson's request, I am forwarding to you summaries
of any regulatory action with respect to the treatment of SPAS
106 expenses in the jurisdictions in which Rochester has a
local exchange presence. I am also including a summary of the
different types of regulation that exist in each of these
jurisdictions.

I wish briefly to explain Rochester's telephone
operations, both to place the attached summaries in context and
to show ttie relative importance to Rochester of each of the
states in which it operates.

Rochester Telephone, obviously, operates in New York and
serves apprOXimately 480,000 of the 880,000 total access lines
served by Rochester and it~ eXChange carrier subsidiaries.
Rochester also has four subsidiaries providing exchange service
to approximately 80,000 additional access lines in New York
State.

The next two states in .importance to Rochester·s
operations are Minnesota and Iowa, where the vista telephone
companies operate. Vista Telephone of Minnesota serves
approximately 85,000 access lines and Vista Telephone of Iowa
serves approximately 50,000 access lines. In addition,
Rochester owns another company in Iowa. that serves
approximately 1,000 acc~ss lines.


