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5.2
SPLIT RATE BASE (SRB) INCOME STATEMENT

GENERAL
This section of the manual describes the methodology

used in the calculation of the SRB Income Statement

for the Utility and Other segments including the

Ø

assignment of below Net Operating Revenue (NOR) items.

OVERVIEW
The income statement consists of the items listed below.  This section describes the methodology for assigning each component to SRB segments.

1
Operating Revenues

2
Carrier Access Tariff (CAT)

3
Operating Expenses

4
Other Income

5
Other Expenses

6
Interest on Long Term Debt

7
Income Taxes

8
Preference Dividend

9
Net Income

The accounts included in each of these components are identified in Appendix A.

1. OPERATING REVENUES
Operating revenues by SRB segment use revenue assignments as produced in Section 2.1.

2. CARRIER ACCESS TARIFF (CAT)
The following CAT adjustments from Section 5.3 are assigned as revenues to the Utility segment and as expenses to the Other segment.
Ø

· Telco Switching and Aggregation

· Telco Start Up

· Telco Interexchange Access Charge
Ø

3. OPERATING EXPENSES
Operating Expenses by SRB use expense assignments produced in the following studies and are calculated as the sum of:

· Depreciation
(Section 4.11)
Ø

· Service Provisioning
(Sections 4.2, 4.4, 4.5, 4.6, 4.9

O Series, 4.10 R & V Series)
Ø

· Sales Management 
(Sections 4.1, 4.3, 4.7)

· Logistics
(Section 4.10 P & Q Series)
Ø

· Administration
(Sections 4.8, 4.9 M & N 


 Series)
Ø

· OTS Provided
(Section 4.10 S Series)
Ø

Ø = Revised

4. OTHER INCOME
Other Income is obtained from Company records.  SRB segments are developed as the sum of the following components:

A)
Dividend Income
1. The portion related to Tele-Direct (Publications) Inc.  Directory Dividend is assigned directly to the Utility segment.

2. The remaining amount is assigned directly to the Other segment.
Ø

B)
Allowance for Funds Used During Construction
Allowance for Funds Used During Construction is assigned by segment in proportion to the Plant Under Construction (PUC) investment by segment produced in Section 5.1.

C)
Interest Earned
1. The portion related to Intercorporate Loans/SWAP Agreement and notes payable by/to the subsidiaries and associated companies are obtained from Company reports and assigned directly to the Other 
Ø


segment.


2. The remaining amount is assigned by segment using the Average Net Investment Base SRB ratios from Section 5.1

D)
Miscellaneous Income-Net

This item is assigned by segment using the Average Net

Investment Base SRB ratios from Section 5.1

5. OTHER EXPENSE
Other Expenses are obtained from the Company records.  SRB segments are developed as the sum of the following components:

A)
Other Interest Expense
1. The portion related to acquiring investment in Tele‑Direct (Publications) Inc., Intercorporate Loans/SWAP Agreement and notes payable by/to the subsidiaries and associated companies are obtained from Company reports and assigned directly to the Other segment.
Ø

2. The remaining amount is assigned by segment using the Average Net Investment Base SRB ratios from Section 5.1.

Ø = Revised

B)
Amortization of Unrealized Loss on Foreign Exchange - LTD and LTD Expenses

This item is assigned by segment using the Average Net Investment Base SRB ratios from Section 5.1

6. INTEREST ON LONG TERM DEBT
Interest on Long Term Debt and Dividends - Retractable Preferred are assigned by segment using the Average Net Investment Base SRB ratios from Section 5.1.

7. INCOME TAXES
Income taxes are assigned as follows:

1. Deduct Dividend Income assigned to each segment from the Net Income Before Taxes of each segment.

2. Develop ratios for each SRB segment to the total Company.

3. Multiply the Income Tax expense by the SRB ratios.

8. PREFERENCE DIVIDEND
Preference dividend is assigned by segment using the Average Net Investment Base SRB ratios from Section 5.1.

9. NET INCOME TO COMMON
Net Income by segment is calculated as the sum of that 
Ø

segment's:


Operating Revenues

less
Operating Expenses

plus
Other Income

less
Other Expenses

less 
Interest on Long Term Debt

less
Income Taxes

less 
Preference Dividend

Ø = Revised







