COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of

THE APPLICATION OF CINCINNATI
BELL INC., FOR AUTHORITY TO
ADJUST ITS RATES AND CHARGES
AND TO CHANGE ITS TARIFFS

CASE NO. 8641

e N N

ORDER

IT IS ORDERED that Cincinnati Bell Inc., shall file an
original and five copies of the following information with the
Commission, with a copy to all parties of record, by December 8,
1982. Where a nunber of sheets are required for an item, each
sheet should be appropriately indexed, for example, Item 1(a),
Sheet 2 of 6. Cincinnati Bell Inc., shall also furnish with
each response the name of the witness who will be available at
the public hearing for responding to questions concerning each
area of information requested.

1. Capital structure at the end of each of the periods as
shown in Format 1.

2. a. Provide a 1list of all outstanding issues of long
term debt as of end of the latest calendar year and the end of
the test period together with the related information as shown in
Format 2a. A separate schedule is to be provided for each tine
period. Report in Column (k) of Format 2a, Schedule 2 the

actual dollar amount of debt cost for the test year. Compute




® ®
the actual and annualized composite debt cost rates and report them
in Column (3j) of Format 2a, Schedule 2.

b. Provide an analysis of end of period short term debt
and a calculation of the average and end of period cost rates as
shown in Format 2b.

3. Provide a list of all outstanding issues of preferred
stock as of end of the latest calendar year and the end of the
test period as shown in Format 3. A separate schedule is to be
provided for each time period. Report in Column (h) of Format 3,
Schedule 2, the actual dollar amount of preferred stock cost
accrued and/or paid during the test year. Compute the actual and
annualized preferred stock cost rate and report the results in
Column (h) of Format 3, Schedule 2.

4. a. Provide a listing of all issues of common stock in
the primary market during the most recent 10 year period as shown
in Format 4a.

b. Provide the common stock information on a quarterly
and yearly basis for the most recent 5 calendar years available,
and through the latest available quarter as shown in Format 4b.

¢c. Provide monthly market price figures for common
stock for each month during the most recent 5 year period and for
the months through the date the application is filed as shown in
Format 4c. Provide a listing of all stock splits by date and
type.

5. Provide a computation of fixed charge coverage ratios
for the 10mostrecent calendar years and for the test year as shown

in Format 5.




6. What cost control programs or policies 1is Cincinnati

Bell persuing in an effort to control costs or increase 1its
operating efficiency? What are the cost savings associated
with these programs or policies?

7. With what companies is Cincinnati Bell negotiating
its license contracts? What is Cincinnati Bell's current
position with regard to the terms of such an agreement? What
are the anticipated results of thesenegotiations? Provide the .-

Commission with copies of any license contracts that Cincinnati

Bell entered into as a result of the negotiations.

8. VWhat impact will the implementation of the Consent

Decree have on Cincinnati Bell's construction budget? How was
this revised budget determined? What criteria is used in
determining whether it is prudent to implement modernization and
improvements simultaneously or in prolonged stages?

9. Provide a detailed explanation of the '"elaborate
procedures”" Cincinnati Bell uses in purchasing equipment.

10. What was the amount of cost savings to the customers
of Cincinnati Bell or the increase in revenues over expenses
received by Cincinnati Bell as a result of Cincinnati Bell's ex-
penditures for advertising? Provide the information for each
class of Cincinnati Bell's advertising expenditures.

11. Who determines the marketing objectives to be achieved
by Cincinnati Bell in its service area? How are the objectives
determined? What are Cincinnati Bell‘s current and long range

marketing objectives for its service area?
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12, Quantify thematerial benefits to be reczived by the
ratepayers of Cincinnati Bell. Shouldn't these expenses be the
responsibility of the stockholders of Cincinnati Bell?

13. Describe the advertising for which the objective is
decreased expenses. How much is Cincinnati Bell spending on
this type of advertising? To what extent were expenses decreased
in those areas to which the ads were directed?

14. What were the purposes of Cincinnati Bell's recent
management r.organization? What 1s the effect on the ratepayers
as a result of the reorganization?

15. Provide Cincinnati Bells total productivity factors for
the test period and the 5 years prior to the test period. The
total productivity factors fof the 5 years prior to the test period
may te supplied on a cilendar year basis.

16. Supply a copy ¢f Cincinnati Bell's notice and/or
application and prefiled testimony; transcripts from hearings and
the Final Order of Public Utility Commission of Ohio in Cincinnati
Bell's current case (PUCO Case No. 81-1338-TP-AIR).

17. For each of the eight (8) models presented in Exhibit

Part 3 of I1.L. Chang's testimony, provide:

a. a narrative description of why each of the independent
variables is included in the model,

b. & list and narrativo doscription of all other
independent variables considered for use in each of the models,

c. all alternative model specifications considered by
the company, and a narrative description and relevant statistical
results idicating why the model was not used by the Company,
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d. the correlation matrix for each of the models, and

e. the correlogram and/or the autocorrelation function

of the residuals for each of the models,

18. On page 49 of Exhibit Part 3 of I. L. Chang's testimony
a table presents the data for Real Cincinnati SMSA Personal
Income. Describe how this information was calculated.

19. Describe the method of interpolation used to derive

monthly the Gross National Product values on page 62 of Exhibit

Part 3 of I. L. Chang's testimony.

20. On pages 59 and 60 of Exhibit 3 of I. L. Chang's
testimony the Consumer Price Index is constant from 1977:9

to 1981:5. Provide an explanation of why this occurs. Were

these values used in the regression analysis?

21. On pages 11-12 of I.L. Chang's testimony, a discussion of
the tracking of the demand repression and revenue curtailment
that resulted from recent increases.
2. Provide all workpapers to support the demand
repression and revenue curtailment calculations.
b. Provide the revenue curtailment and demand
repression for residence and business services scparately.

Provide all workpapers.

22. Provide all workpapers used to develop the Exhibit
Part 4 in R. L. Loesh's testimony. All assumptions used should
be explicitly noted.

23. Provide copiles of all information requests of the
Public Utilities Commission of Ohio and the responses to those
requests in PUCO Case No. 81-1338-TP-AIR.
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24. a. Please identify those items for which the propossed
increases in rates or charges were based on cost studies and the
items for which the rates or charges were increased by 30%.

b. Provide any cost studies upon which the above
increases are based that have not been previously filed

c. Provide a list of cost studies previously filed upon

which the above increases are based stating the Case No. where
the studies are filed and the items to which each apply.

25. Provide cost justification for rates and charges
proposed for any new eguipment or service..

26. Provide details as to the methodology used in distri-
buting the balance of the required revenue increase (referred to
on page 6 of R. W. Stropes prefiled testimony) among the basic
exchange service. .,

27. Explain Cincinnati Bell's proposed rate treatment of
customers outside the CMSA area in this case. Provide a copy of all
sStudies supporting the proposed rate treatment or rationale(s)
used by Cincinnati Bell in arriving at the proposed.

Done at Frankfort, Kentucky, this 17th day of November, 1982.

PUBLIC SERVICE COMMISSION

or the/Commission

ATTEST:

Secretary
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Instrwefons:

1., Provide o calculation of the average test yeer dats as shown in Schedule ) 2 of- this woin.
2. 1f the applicant 18 & wember of an affiliuted proup, the sbove duta 1s also to be provided

for the parent company und the system consolidated.
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Schednle 2
Cincinnati Bell, Inc. )
Case No. 8641
Calculation of Average Test Period Capital Structure
12 Months Ended
000 Omitted"

Total
ine Total Long-Term Short-Term Preferred Cosmon Retained Cosmon
N Item Capital Debt Debt Stock Stock  Earnings Equity

(@ (b © (@) ) ) ® ™
1. Balance beginning of test year
2. 1st Month
3. . 2nd Month
h. 3rd Month
5. 4th Month
6. . 5th Month
7. 6th Month
8. : 7th Month
v, 8th Month
0, 9th Month

1. 10th Month
2. 11th Month
3. 12th Month

Total (L1 through L13)

Average balance (L1&4 + 13)
I 6. Average capitalization ratios

17. End~of-period capitalization ratios"

Instructions: . .
If applicable, provide an additional schedule im the above format excluding cosmon equity in subsidiaries froms

the tota) company capital structure. Show the amount of common equity excluded.

2. JIneclude premium on class of stock.
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Cincinnati Bell, Inc.

Cane Mo, mmm.ﬂl
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Format 2a
Schedule 3

Cincinnati Bell, Inc.

Case No. 8641

_ Long-Term Debt and Preferred Stock Cost Rates

Annualized Cost Rate

Long-Term Debt Preferred Stock

Parent Company:
Test Year

Latest Calendar year

System Consolidated:
Test Year

Latest Calendar year

Instruction: .
1. . This schedule 1s to be completed only by applicants that are
members of an affiliated group.

2. Detailed workpapers showing calculation of the above cost rates
are to be available on request.
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Cincinnati Bell, lac.
Care o, 8641 . .
Schodule of Shori-Tuta Dubg '
Por the Tost Yaar Emied — e
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Average Short-Term Bebs - Format 1. Schedule 2
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Test Ysar laterent Cous Rate (Actual laterest ¢
Avsvage Shovt-Ters Debc) (Repart ta Col.(() of this schedule) . . :
L
lastructions:

1. In all instances vhere the Effective Interest Cout Rate $s diffurent from the Numinal Intefest Ksta pruvide 4 calculation of the Effective
luteress Cout Bata (s suflicient detat] te shov the ftoms of costs thal cduse the differeme.
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Sehedule of Outstanding Shars of Preferied Stock

. Mate
! e ol
Ma. Baseriptlon of lssue Tnnue
(a) (L)
Toral

Mavaliced Cost Rate (Total
Cr).(g) + Tota) Col.(d))

fa truclion:

Voot the applirant has $nsued no prefeired s1ovk,

Cincinnati Bell, Inc.

’ Caotr No, W°bu|.|

For Fadepdar Yeur Paded

Anmual lzed
Amtsnnut Awount Dividend Cosit Rate Cost
Cteld Ont siand bag _ Rate __ _at_lssue Cal wnmu W!OW'—'nAﬁv
() G« () n {s)
thic sehedale may be omitted. .

Format 3
Schedule §

Convert fbility Peature
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. Formut 3
. . Schedale 2
. Cincionati Bell, Inc.
. . Case lNo, 8641
‘ Schednle of Qutstanding Shaves of Preferred Stock
Fur the Test Year Foded -

Date v Annual lzed Actual

of Amaunt Amount Dividend  Cost Rate Cost Test Year Convertibilfey

cription of Issue Issue _Seld Outstanding _Rate _ at lssue Col.(I) x Col. ) Cost__ _ Featwmes
(a) (b) () {4} (e) (1) (s) (N) (4}

._.:_.._ e e e — — ¢ e .

Annualt7ed Cone Rate (Toral

Gol.(g) ¢ Yatal Col.(d)) . e
Actual Test Year Cost Rate (Tutal

Col.(b) ¢ Yotal Repovted (n

Col.(v); Line 15 of Format 1, A .

Schedule 2) . : : . ——— e ————

tbeac tion:
Lo 17 the applieant hias lesucd no prolecred stock, this sehedule may be a....:...;. i .




Cimcinasti Bell, Inc.
Case Mo, 8641
Schadule of Common Stock lsmuas
For the 10 Year Period Ioded

Nusber Price Per Price Yar dook Yalwe Salling Kxps.

DATE OF of Shazes Shars to Share (Nex Par Shars As M % of Groes

Issue Aspouncenent Bagiscration ssued Pubife to a0 Date of Iswue lssue Amowmt

lastructions:

1. If applicamc L9 » mmmber of &» affiliste group, provide {a s nepsrate schedule ths sbovs data for the perent compasy.
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. Format 4b

Cincinnati Bell, Inc.
Case WNo. _86iL__

Quarterly and Annual Common Stock Information
For the Periods as Shown

Avetige Earnings Dividend Return on
No. of Shares Rook per Rate Average
Period Qutstanding Value Share Per Share Common Equity

Sth Calendar Year:
1st Quarcter
2nd Quarter
3rd Quarter
4th Quarter
Annual

4th Calend»r Year:
l1st Quarter
2nd Quarter
3rd Quarter
4th Quarter
Annual

3rd Calendar Yeat‘
1st Quarcer
. 2nd Quarter
.3rd Quarter
4th Quarter
Annual

2nd Calendar Year:
lat Quarter
2nd Quarter
3rd Quarter
4th Quarter
Annual

1st Calendar Year:
1st Quartar
2nd Quarter
3rd Quarter
4th Quarter
Annual-

Latest Available Quarter

Instructions:
1. Report annual returns only.

2. If applicant is a pember of an affiliate group, provide in a sep.tate schedule

the above data for the parent company.




forwst  4¢
Cincinnati Bell, Inc. . . i
Caze No. mﬂw\b—
Commun Stock - Muthket Price luluimativu
o MONTYH e
ltew Jawuary  February Mareh April May June _ _July  dugust  Scptewber Gujuber Novembat  Drcembar

th hear:
Monthly High
Honthiy Low
Mothiy Closlng Price

<t Year:
Munthily High
utlily luw
Moullily Clostug Price

Sid Year:
Sonthiy Migh
Nonthly Llow
Mouthly Cloving Price

2od, Year:
Muntlily High
Monthly Luw
Montlily Clusfay Prive

1at Year
Munthly liigh
Bunthily Low
Nonthly Closlag Price

Mmonihs to Dete wf Filing:
Nonthly High
Monthly Low .
Monthily Closing krice

{ustrue tiona:
1. ludicate all stock splits by date and tvpe.

2, U applicant {3 3 member of on sffiliate group, provide in a sepsrste schedule the abuve data for the pareot company.
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Cincinnati Bell, lnc. Yormar O
- ’ Page 1 ot 2
Case Mo. mlm u—.
Comptutation of Fixed Charge Coverage Rative «
for the Periods a3 Showm
1Uth Calcudar Year  Yih Calendar Year  8th Caleadar Year Jth Culeudar Year  €on Calendar Year
Bund ur Suad or Bond or - Bund or Sond wr
Mortg. Mortg. Moreg. Mortg. Morty.
ludenture Indenturc Todchtute Indentuse ludentute
SEC Ruquire— 3EC Bequire- SCC Raquite- SEC Royulre- SEC - Requice-
e o btem . Nethod 13 Method munt  Mechod st Method »at Mathod Bt
Net lucoms
Addicloas:
{teml e
Total Additione
Deduscions:
lcemize
Toral Deductions )
fncome Availaubdle for .
[lxed charge cuverage
Flaed Qargus
.
Fined Chargu Coverage
Ratse
. » .
(V4 .
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Cincinnati Bell, Inc. - ,
4 . . . M”wﬂ p om N
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