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Q1. Please state your name and business address.

A1. My name is Michael L. Brosch.  My business address is 740 North Blue Parkway, Suite 204, Lee's Summit, Missouri 64086.

Q2. Please identify your employer and position?

A2. I am a principal of Utilitech, Inc., a consulting firm engaged primarily in utility rate and regulation work.  The firm's business and my responsibilities are related to special services work for utility regulatory clients, including rate case reviews, cost of service analyses, affiliate and compliance audits, jurisdictional and class cost allocations, financial studies, rate design analyses, and focused investigations related to utility operations and ratemaking issues.  My qualifications are summarized in Exhibit MLB-1.

Q3. On whose behalf are you appearing in this proceeding?

A3. I am appearing on behalf of the California Public Utility Commission – Office of Ratepayer Advocate (“ORA”).  Utilitech was retained by the ORA to review the Regulatory Audit Report of Overland Consulting and to assist the ORA in its participation in the review of the New Regulatory Framework (“NRF”) applicable to Pacific Bell Telephone Company (“PB” or “Company”).  I have prepared this testimony and certain Exhibits described herein as a result of this engagement.  

Q4. What is the purpose of your testimony in this docket?

A4. My testimony is submitted in Phase 2A of this Docket to address the conclusions and recommendations reported by Overland Consulting in its Regulatory Audit Report regarding Pension Cost, Post Employment Benefits Other Than Pensions (“PBOPs”), Income Tax Expenses and the Reserve Deficiency Amortization (“RDA”) issues. While my review is ongoing with regard to these issues and Pacific Bell’s detailed response to the Audit Report is not yet available, I am in general agreement with the auditor regarding these issues, based upon the facts and arguments presented in the Audit Report.  My testimony presents additional information supporting the auditor’s treatment of the Reserve Deficiency Amortization (“RDA”) and flow-through income tax accounting. In addition, my testimony replies to the Pacific Bell limited response to the Audit Report that was filed with the Commission on April 15 with regard to the RDA issue.

My testimony describes why the accounting treatment of the RDA proposed by the Auditor is appropriate and conservatively quantified.  I will also explain:

· The temporary distortions of reported earnings and rate of return levels resulting from RDA accruals,

· The complete lack of support for Pacific Bell’s RDA accruals,

· Correction of rate base effects of RDA adjustments,

· Cash flow impacts of RDA adjustments,

· The need for below-the-line accounting for any recorded RDA accruals.

With respect to RDA accruals, the ORA recommends that Pacific Bell’s inclusion of such RDA accruals in its IEMR reports starting in 1999 be rejected and that the excessive and growing Pacific Bell intrastate earnings should be credited to customers and considered in the ongoing NRF review as if the Company’s RDA accruals were recorded below-the-line.  

Alternatively, in the event the Commission decides (over the objections of ORA) that Pacific is correct in absorbing some of its otherwise excessive intrastate earnings with additional RDA depreciation accruals while sharing is suspended, I explain the rate and revenue reductions required to reflect the expiration of the RDA in the near future.

Q5. Is there a common theme and financial impact associated with the Phase 2A issues now being considered by the Commission and addressed in this testimony?

A5.
Yes.  The issues being considered at this time all involve Pacific Bell’s selective utilization of cash basis versus accrual basis accounting.  The Company’s accounting for pensions for intrastate earnings monitoring report (“IEMR”) purposes adjusts and eliminates the negative pension expense recorded on an accrual basis on Pacific Bell’s public financial statements, to a “zero” funding or cash-basis amount.  This approach produces a higher pension expense amount for IEMR reporting than is reported to shareholders.  However, with respect to PBOPs, the Company’s IEMR accounting rejects the cash-basis accounting limitation previously used by the Commission and seeks to include a higher accrual-basis expense amount.  Similarly, even though the Commission has historically relied upon flow-through accounting that provides for income tax expenses based generally upon the cash amounts payable to taxing authorities, the Audit Report reveals that Pacific Bell has inexplicably adopted accrual-basis full normalization accounting for income taxes, again yielding higher IEMR expenses.  The common theme throughout the Company’s accounting judgments seems to be IEMR reporting in the most pessimistic earnings light possible, through selective adoption of cash or accrual basis accounting.  

While depreciation is always an accrual-basis accounting phenomena, in its IEMR depreciation expenses, Pacific Bell has added new, much larger accruals for the RDA even though its actual retirements of plant have not increased in the manner anticipated in determining the amounts of such accruals.  This accounting change also increases reported expenses and reduces IEMR earnings.

Q6. With respect to the pension expense, PBOP and income tax issues, have you been able to completely research prior Commission decisions to confirm whether the Audit Report conclusions regarding CPUC policy decisions are accurate and complete?

A6.
Not at this time.  The Audit Report reflects considerable effort in carefully researching numerous prior CPUC Decisions and Resolutions relevant to these issues, followed by detailed discovery to evaluate the basis for positions taken by Pacific Bell.  A detailed response by the Company will undoubtedly make reference to other prior CPUC proceedings and information thought to be relevant to these issues.  The limited time available to prepare this testimony precluded complete independent investigation by the ORA into the regulatory history of these issues in Phase 2A.  I have reviewed the cited authority for the positions taken by the Auditor and confirmed that the citations are accurate, but have not been able to gather and critique the underlying evidence relied upon by the Commission in the many prior proceedings referenced by the auditor.  

The only independent analysis work I have done with respect to these three issues is the preparation of Exhibit MLB-2, which summarizes the value of the Phase 2A issues and shows the resulting intrastate rates of return in each year of the audit period.  Exhibit MLB-2 also projects, for the years 2000 and 2001, the ongoing impact of the RDA accruals after the audit period, so as to allow some consideration by the Commission of the impact upon reported IEMR results for this issue in more recent periods.  It is my expectation that Pacific Bell’s reported intrastate earnings and rate of return would be even higher if the Phase 2A issues other than RDA were also projected into 2000 and 2001, but available information is not sufficient to present fully-adjusted 2000 and 2001 IEMR results at this time.  The bold type amounts at lines 13, 20, 27 and 34 represent the customer share of excess earnings reflecting only these audit adjustments in the years 1998 through 2001, and assuming no suspension of sharing after 1998.   

Q7. The Assigned Commissioner’s Ruling Revising the Schedule for Phase 2 restricted the “Income Tax Normalization Issues” to those amounts in Table 5 “associated with” the other three issues, and with the Universal Service Fund.  Do you agree with the Auditor’s flow-through income tax treatment of the referenced items?
A7.
Yes.  The Audit Report documents the CPUC’s stated policy of income tax normalization for only those items required to be normalized under the Internal Revenue Code (“IRC”) at pages 9-12 through 9-15.  The difference between accrual basis expense amounts and cash funding levels for PBOPs and pensions generates an income tax timing difference for which normalization is not required.  Since the amounts at issue for PBOPs and pensions involve differences between cash basis and accrual basis accounting that contribute to tax timing differences for which normalization is not required, those issues properly receive flow through income tax treatment in the Audit Report.  

In contrast to these employee benefit book/tax timing differences that can be flowed through, the reserve deficiency amortization represents an adjustment to book depreciation that contributes to a property-related timing difference that must be afforded normalization accounting under the IRC.  For this reason, Table 9-5 does not list the depreciation reserve deficiency as an item that requires a corresponding flow-through income tax adjustment.  

The other element of flow-through income tax accounting that is noted for consideration in the Assigned Commissioner Ruling is the auditor’s treatment of Universal Service Fund receipts.  According to the Company’s response to the auditor’s data request OC 1143, Pacific Bell is able to defer income taxation of such proceeds by treating USF as a reduction to the tax “basis” of newly constructed property
, so as to reduce tax depreciation (and increases taxes payable) over the useful life of the property.  There is no IRC requirement to normalize this timing difference in determining utility rates, so income tax expense should be reduced as proposed in the Audit Report for USF receipts.

Q8. At pages 9-13 through 9-16 of the Audit Report, Pacific Bell is said to rely upon Resolution F-634 as its authority to commence income tax normalization accounting for non-property related timing differences previously accorded flow-through accounting by the Commission.  In your opinion, did Resolution F-634 change the Commission’s prior flow-through policy in favor of income tax normalization accounting?
A8.
No. Resolution F-634 provided for the adoption by Pacific Bell of the new SFAS 109 income tax financial accounting requirements on a “revenue neutral” basis.
  To be revenue neutral, there could be no change toward a normalization method of accounting for ratemaking purposes because such a change in policy would impact the Company’s ratemaking income tax expenses (relative to prior flow-through accounting).  Every regulatory agency I am aware of adopted SFAS 109 in a manner that was revenue neutral, by authorizing the creation of new regulatory assets and liabilities associated with any flow-through accounting practiced in the jurisdiction in question.  Resolution F-634 also authorized the creation of regulatory asset and liability accounts to achieve revenue neutrality.

Q9. Why is the balance of your testimony focused upon the asserted Reserve Deficiency Amortization issue and what conclusions have you reached regarding the RDA?

A9.
The RDA issue raised in the Audit Report is distinctive in several respects from the other issues that are presented.  There are unique factual disputes regarding the existence and quantification of the alleged reserve deficiency, the effects of regulatory forbearance from prescribing depreciation rates, the proper accounting for RDA amortization amounts (above versus below-the-line) and interpretation of the financial impacts of RDA accounting.  In addition, as indicated by Exhibit MLB-2, even the large ongoing RDA accruals are insufficient to diminish the Company’s robust achieved returns in 2000 and 2001, which remain excessive after the RDA accruals are removed.  Therefore, the focus of the balance of my testimony is upon the RDA issue.  

It is my belief that the auditor has fairly presented the RDA accounting issue for consideration by the Commission and has recommended the appropriate regulatory treatment of the alleged RDA amounts for purposes of IEMR earnings and rate of return evaluation.  If the RDA accruals the Company has included in above-the-line expense accounts are not reclassified by regulatory adjustment, the IEMR intrastate earnings reported by Pacific Bell in 1999 and subsequent years are significantly understated and the Commission may draw incorrect conclusions about the financial performance of the Company under NRF regulation. 

Q10. What periods are impacted by the Company’s RDA accruals and when will such impacts end?
A10.
According to Pacific Bell’s responses to OC 366 and OC 475, the intrastate portion of an estimated reserve deficiency that was quantified in a study prepared in 1995 totals $3.7 billion and this amount is being amortized over a six-year period beginning in 1999.    This RDA amount and amortization period produces additional annual depreciation expense of approximately $617 million per year in each year 1999 through 2003.  In 1999, one percent of the $617 million amount was allocated in the Audit Report to nonregulated services, reducing the 1999 adjustment proposed by the auditor to $611 million.  After expiration of the scheduled amortization period in 2003, intrastate depreciation expense should decline by approximately $611 million, at which time intrastate earnings would rebound.  

It is important for the CPUC to recognize the transitory nature of the RDA process because any earnings effects from above-the-line amortization will not persist beyond the scheduled amortization period.  Pacific Bell is able to dramatically influence reported intrastate earnings that are likely to be a focus of regulatory attention during this NRF review by recording RDA entries above-the-line starting in 1999, the year in which when intrastate earnings had begun to dramatically improve.  Extending large annual RDA amortizations through the years 2000, 2001 and 2002 arbitrarily depresses earnings during this NRF review cycle.  With amortizations not expiring until after 2003, the earnings rebound to be anticipated with a $600 million reduction of annual intrastate expenses might escape the attention of regulators until well after earnings sharing, inflation minus productivity indexing and other NRF elements favorable to ratepayers have been permanently eliminated.

Q11. How important is the RDA issue to reported Pacific Bell earnings and ROR percentages?
A11.
The RDA issue is unique in the way it interactively impacts both near term earnings and long-term rate base.  RDA accruals have a dramatic negative impact upon earnings and return levels in the short term, during the RDA amortization period, followed by favorable impacts on returns after amortization is completed, due to the substantial rate base reductions resulting from the increased depreciation reserve and the cessation of RDA expense accruals.  This pattern of negative immediate effects from RDA accruals, with positive longer term impacts, must be considered in evaluating reported PB earnings and returns.  Pacific Bell has been able to temporarily shield its excessive earnings by amortizing the alleged reserve deficiency in the years 1999 through 2003.  This period is critical to the Commission’s pending review of the NRF and absent careful consideration of the RDA effects, the Commission may improperly conclude that Pacific Bell’s financial results are less robust than they really are.

Q12. Has Pacific Bell admitted in discovery that the depreciation RDA accruals it has recorded are discretionary amounts that management may modify if actual financial results are not at intended levels?
A12.
Yes.  The Audit Report refers to the discretionary nature of the RDA accruals at Page 8-16 and again at page 8-22, where the RDA accounting was said to be “…implemented at management’s discretion to achieve regulatory objectives.”  The Audit Report includes reference to the data responses where Pacific Bell made such admissions.

Q13. What are the earnings and return impacts of RDA accruals in each year of the planned amortization period?
A13.
Pacific Bell is presently more than halfway through the planned six-year amortization period for the alleged RDA process noted in the Audit Report.  Using actual IEMR-reported intrastate earnings and rate base for the first three years of this process (1999, 2000 and 2001) and projecting the 2001 amounts forward for the last three years 2002 through 2004 as a terminal year, the following table illustrates the earnings, rate base and ROR effects of recording the RDA entries above-the-line as Pacific Bell has proposed:

	      RDA Return Effects
	Simulated Annual Intrastate Amounts in $Millions

	
	1999
	2000
	2001
	2002
	2003
	2004

	Adjusted Intrastate Operating Income 
	          960 
	       1,244 
	       1,215 
	       1,215 
	       1,215 
	       1,577 

	Income Effect of RDA Accruals
	          362 
	          362 
	          362 
	          362 
	          362 
	 expired 

	Restated Operating Income without RDA
	       1,322 
	       1,606 
	       1,577 
	       1,577 
	       1,577 
	       1,577 

	
	
	
	
	
	
	

	Intrastate Average Rate Base
	       9,964 
	       9,689 
	       9,742 
	       9,742 
	       9,742 
	       9,742 

	Rate Base Effect of RDA Accruals 
	          181 
	          543 
	          905 
	       1,267 
	       1,629 
	       1,810 

	Restated Intrastate Rate Base without RDA
	      10,145 
	      10,232 
	      10,647 
	     11,009 
	     11,371 
	     11,552 

	
	
	
	
	
	
	

	Percent ROR with RDA Accruals
	9.6%
	12.8%
	12.5%
	12.5%
	12.5%
	16.2%

	Percent ROR without RDA Accruals
	13.0%
	15.7%
	14.8%
	14.3%
	13.9%
	13.7%



Most notable is the improved “Percent ROR with RDA Accruals” of the Company upon completion of the RDA period after 2003, when ongoing earnings and returns are dramatically improved due to the cessation of RDA expense accruals at the same time rate base has been reduced by the cumulative effect of increased depreciation.  The much higher near-term “Percent ROR without RDA Accruals” displayed at the bottom of the table illustrates how the RDA bookings act to shield reported income during the amortization period.  If the completion of RDA occurs without corresponding intrastate revenue reductions, earnings sharing, aggressive NRF productivity offsets and/or other regulatory treatment, SBC shareholders will realize windfall profit increases starting in 2004.

Q14. Are the Operating Income, Rate Base and Percent ROR amounts for the periods subsequent to 1999 in the above data table actual amounts?
A14.
The amounts shown for 1999 through 2001 are based upon actual data, as reported in IEMR reports submitted by Pacific Bell.  For periods after 2001, the reported amounts for 2001 are held constant to simplify the illustration of RDA effects in isolation.  The “Income Effect of RDA Accruals” and the “Rate Base Effect of RDA Accruals” are also held constant at 1999 levels in the later years based upon the planned six-year amortization period for this item.  The “Restated” lines are simply the mathematical removal of RDA Effects from the reported values.

Q15. In your opinion, does Pacific Bell’s above-the-line booking of RDA accruals distort the earnings and rate of return reported to the Commission in the IEMR filings?

A15.
Yes.  The RDA accruals recorded by the Company for IEMR reporting purposes significantly increase depreciation expense and temporarily reduce reported income, even though there has been no major shift in the makeup of the Company’s network investment or the regulated intrastate services being provided during the amortization period.  RDA-driven expense changes distort reality because any actual deficiency in the depreciation reserves on the books that may exist at any specific point in time have accumulated over prior decades of service and do not represent current period expenses.  Reserve Deficiency Amortization entries therefore represent retroactive corrections for prior periods in which Pacific Bell alleges that depreciation accruals have been inadequate.  Current period income statements are indicative of the financial performance of the business only if retroactive prior-period adjustments are segregated in below-the-line accounts and not allowed to distort reported operating income results.

Q16. When the Company’s accounting for its alleged depreciation reserve deficiency is completed after six years of added depreciation accruals, will the upward spike in reported earnings at that time have anything to do with improved financial results?
A16.
No.  The upward spike in earnings when RDA accruals cease in 2004 will represent no more than a reversal of the inappropriate reduction of earnings caused at the commencement of such accruals in 1999.  The multi-year amortization of the alleged reserve deficiency is inconsistent with the required public financial reporting of asset valuation changes, is inconsistent with general regulatory prohibitions regarding retroactive ratemaking and distorts the reported actual financial performance of the business.  Pacific Bell ceased regulatory accounting pursuant to FAS 71 in 1995, at which time it recorded a one-time charge to income as a valuation adjustment for the alleged reserve deficiency.  This instantaneous recognition of asset valuation changes complies with Generally Accepted Accounting Principles
 and avoids the systematic distortions of reported income over several years that are now being produced by Pacific Bell’s RDA accruals recorded only for regulatory accounting purposes.  

Q17. At pages 8-19 through 8-21, the Audit Report sets forth a number of reasons why the Company’s proposed RDA is improper and not supported by actual changes in the network, changes in retirement patterns or by any analysis provided by Pacific Bell.  Do you agree with this analysis and the conclusions reached by the Auditor?

A17.
Yes.  The Auditor points out the relationship between the asserted reserve deficiency as of 1995 and anticipated large retirements of technological obsolescence and retirements that have not materialized.  The information in Table 8-5 of the Audit Report clearly shows that the traditional switched network is not being abandoned as obsolete in favor of newer broadband networks, as anticipated by Pacific Bell in 1995.  Attachment 8-6 to the Audit Report compares actual retirements for the period 1996 through 2000 to the beginning plant balance to illustrate how the traditional switched network is not being rapidly retired and replaced by newer broadband network architectures.  The Audit Report also notes that Pacific Bell responded to discovery regarding planned network technology shifts, indicating it has no plans to replace existing digital switching and circuit equipment with new technologies and has no plans for large replacements of cable and conduit accounts included in its reserve deficiency determination.
  A simple review of the depreciation reserve balance and reserve ratios since 1998 clearly indicates that massive retirements of the traditional network assets have not occurred.
  All of this information clearly indicates that Pacific Bell’s RDA entries would not withstand regulatory scrutiny for ratemaking purposes and should not be allowed to influence regulatory decisions.

Q18. The Audit Report at page 8-21 states, “The reserve deficiency amortization will increase Pacific Bell’s CPUC accumulated depreciation over five years to the amount of its ER depreciation reserve.  As of December 31, 1998, Pacific Bell’s ER depreciation reserve equaled 63 percent of the related ER plant balances.”  Is the reserve ratio a significant statistic?
A18.
Yes.  The “reserve ratio” is a frequently cited overall measure of the extent to which plant investment balances have already been recovered via depreciation accruals.  A 63 percent reserve ratio is quite high by historical standards and exceeds the reserve ratio on the regulated FCC books of any of the Regional Bell Operating Companies or Verizon as of January 1, 2001.  It is unreasonable for Pacific Bell to be recording large RDA accruals on its regulated books to achieve an objective depreciation reserve ratio that exceeds all other major telephone holding companies.  

The FCC Common Carrier Bureau Accounting Safeguards Division prepares a Report on Depreciation Reserve Analysis that compares the reserve ratios of the primary incumbent local exchange carriers (“ILECs”) BellSouth, SBC, Qwest and Verizon to the theoretical reserve studies that are required to be filed by these carriers with the FCC on an annual basis.  A copy of the most recent available version of this Report is attached as Exhibit MLB-3.   Page 2 of this document indicates that none of the ILECs have a recorded reserve ratio above 56 percent and that SBC’s actual FCC reserve ratio is 53.3 percent at 1/1/2001, a level that exceeds the theoretical reserve required by SBC of 49.1 percent.  Attachment 3 to this FCC Report provides a state-by-state breakdown of the actual and theoretical reserve ratios for SBC and the other ILECs that displays the SBC-California book reserves and theoretical reserves at 51.5 and 46.4 percent respectively, on an FCC basis of accounting. Because anticipated plant retirements have not occurred at the pace anticipated by Pacific Bell in 1995, when the estimated reserve deficiency amount was initially determined, one would expect to see the depreciation reserve ratio increasing fairly dramatically due to the recording of the RDA accruals.

Q19. How has the Company’s accrual of additional depreciation expense for the alleged RDA impacted the annual effective composite rate of capital recovery and the reserve ratio of Pacific Bell since 1997?
A19.
The following information was compiled from the adjusted intrastate regulated amounts reported by Pacific Bell in its IEMR filings with the Commission.

	Year
	Depreciation &
	Average
	Effective
	Depr/Amort
	Reserve
	Net Plant in 

	
	Amort. Exp.
	Plant in Svc.
	Composite %
	Reserve
	Percent
	Service

	1997
	      1,619,096 
	        21,120,810 
	7.67%
	        9,259,773 
	43.84%
	11,861,037

	1998
	      1,644,741 
	        21,862,308 
	7.52%
	      10,039,332 
	45.92%
	11,822,976

	1999
	      1,996,416 
	        22,941,939 
	8.70%
	      11,127,872 
	48.50%
	11,814,067

	2000
	      2,049,251 
	        23,115,520 
	8.87%
	      11,798,422 
	51.04%
	11,317,098

	2001
	      2,127,393 
	        24,670,978 
	8.62%
	      13,500,752 
	54.72%
	11,170,226



Starting in 1999 when the RDA accruals commenced, total intrastate depreciation and amortization expense increased considerably, which caused the effective composite percentage of such accruals to increase to approximately 8.7 percent annually.
  In turn, the intrastate adjusted depreciation and amortization reserve has increased dramatically, from 43.8 percent of average Plant in Service in 1997 to about 54.7 percent in 2001.  Net Plant in Service has declined in every year because the depreciation and amortization reserve is growing more rapidly than Pacific Bell is investing in new plant in California intrastate operations, due in large part to the RDA accruals booked since 1999.

Q20. Why does annual depreciation and amortization expense in the table you present not increase by the full $611 million amount of the RDA that commenced in 1999 and that is adjusted in the Audit Report?
A20.
A number of other changes in individual components of depreciation and amortization expense occurred in 1999, relative to prior years, that are summarized in Attachment 8-2 of the Audit Report.  Several specific plant account amortizations were completed in 1998 and did not recur in 1999 expense.  In addition, the Company adopted revised lower basic accrual rates for depreciation that are described as “FCC VS ER Depreciation” in Attachment 8-2 and are explained as a “depreciation policy change” at page 8-11 of the Audit Report.  These other changes tended to offset some of the RDA expense increase in 1999.

Q21. What is the significance of declining Net Plant in Service in the last column of your depreciation data table?
A21.
The declining Net Plant in Service balance in the last column simply means that Pacific Bell is recovering its existing investment in intrastate plant more rapidly than it is investing in new Plant in Service.  The regulated intrastate telephone business of Pacific Bell in California is a mature business that produces large and increasing cash flows far in excess of requirements for new construction.  SBC is free to use the ample cash flow from the traditional Pacific Bell regulated intrastate California telephone business to fund its investment into higher growth wireless, data services and other more competitive businesses as well as corporate acquisitions and mergers.  The Audit Report indicates excessive Pacific Bell earnings in 1997 through 1999.  Unadjusted IEMR reports filed by Pacific Bell for 2000 and 2001 indicate dramatically improved financial results with RDA accruals and before any audit adjustments are considered.  These facts suggest that Pacific Bell’s cash flow should be reduced by Commission action to minimize the potential for other SBC ventures to be subsidized by excessive California intrastate rates and revenues.

Q22. Do you have any corrections to propose with respect to the RDA adjustments proposed in the Audit Report?
A22.
Yes.  According to the Audit Report at page 9-24, “Pacific Bell’s rate base deduction for accumulated deferred income taxes reflects only the ‘federal primary’ portion of its plant-related deferred income taxes….Limiting the IEMR rate base deduction to federal primary deferred income taxes is consistent with the CPUC’s policy of giving flow-through treatment to state income tax temporary differences.”  Thus, each plant-related timing difference adjustment should yield a corresponding adjustment to the deferred income tax reserves at the Federal income tax rate.  

At Attachment 10-14, the Audit Report adjustment to remove the 1999 RDA accruals from the accumulated reserve for depreciation increases rate base by $617.9 million at year end.  Given the stated Pacific Bell policy of providing for deferred Federal income taxes on plant-related timing differences, the accumulated deferred income taxes reported on the IEMR should contain deferred tax reserves related to all depreciation timing differences including the RDA accruals.  Therefore, a corresponding increase to the accumulated deferred tax balances that reduce rate base should be recognized when the accumulated reserve for depreciation is adjusted at Attachment 10-14 in the amount of $216.3 million.
  Assuming ratable accruals of the RDA throughout the year, approximately one-half of this amount should be added to the average accumulated deferred tax reserve balance reported in the IEMR.

Q23. Does the accrual of RDA amounts change the cash flow of Pacific Bell or otherwise impact the Company’s financial condition?

A23.
Depreciation expense and RDA amounts represent non-cash accrual basis expense entries on the books that directly impact reported earnings, but have no cash flow impact upon the Company (unless there is a change in revenues caused by regulatory consideration of the RDA or depreciation change).   This is why financial analysts often rely upon Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) in monitoring the financial performance of telecommunications companies.  EBITDA is a more direct measure of the pretax cash flows from operations, that is not influenced by the subjective judgments of management with respect to depreciation accruals, special amortizations or changing cash outflows for financing costs (interest).  For example, in its recent release of first quarter 2001 financial results on its web page, SBC provides highlights of its revenues, EBITDA, earnings, employees and market capitalization, with additional charts depicting revenue trends in selected business segments.
 The RDA accruals allow the Company to create the appearance of stable and moderate earnings and rate of return levels in the California intrastate jurisdiction, while cash flows continue to dramatically improve.

Q24. Have you prepared a chart to illustrate how RDA accruals recorded by Pacific Bell have reduced reported earnings at the same time EBITDA from regulated operations has improved dramatically?
A24.
Yes.  The following graph was derived from IEMR intrastate adjusted data to compare reported operating earnings levels to the corresponding earnings before interest, taxes, depreciation and amortization.  
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It is apparent that the RDA accruals have reduced reported operating earnings and obscured the fact that pretax cash flows have improved consistently over the past few years.  It is important that the Commission be aware of the true financial condition and performance of the Company’s intrastate business as it prepares findings in Phase 2A for consideration in Phase 3 of this NRF review process.

Q25. At page 8-22 of the Audit Report is the statement, “The reserve deficiency amortization was not implemented pursuant to accounting requirements.  It was implemented at management’s discretion to achieve regulatory objectives.  The reserve deficiency amortization violates sound regulatory and financial accounting principles.  Therefore, the reserve deficiency amortization should not be reflected in intrastate regulated depreciation expense on the IEMR report.”  Do you agree with these statements?
A25.
Yes.  There is no financial accounting rule for the multi-year amortization of perceived depreciation reserve imbalances that originated in prior periods.  The financial and regulatory accounting concept of “matching” would normally seek to record expenses in a manner that causes expense recognition to occur at the time related services are provided and revenues are earned and recorded.  Even if the Company’s asserted reserve deficiency based upon asset impairment as of 1995 is accepted for the sake of argument, it is wholly inappropriate to charge this cost against revenues and income in the 1999 through 2003 period when such impairment could not possibly have occurred.   The accounting that actually occurred on the Company’s public financial statements in 1995 to recognize an impairment loss as a one-time valuation adjustment is more appropriate than arbitrarily burdening above-the-line expenses in multiple future periods for these costs.

The Audit Report notes at page 8-22 that, “The FCC requires incumbent local exchange carriers to record the interstate portion of discretionary reserve deficiency amortization in below-the-line accounts.  I concur with the Auditor’s recommendation that the same below-the-line accounting should be used for the intrastate portion of any alleged reserve deficiency amounts.  Accounting for RDA accruals below-the-line has the additional benefit of not obscuring trends in actual financial performance and will minimize the disparity between EBITDA and reported operating income, so these statistics differ due only to normal periodic interest, taxes, depreciation and amortization charges.

Q26. In its response to the Regulatory Audit Report, Pacific Bell contends that it recorded RDA accruals pursuant to flexibility granted by the Commission in D.98-10-026 and that using such accruals to mitigate un-recovered franchise cost is consistent with Commission intent.  How do you respond?
A26.
The fact that Decision 98-10-026 eliminated Commission review and approval of depreciation accrual rates does not mean that IEMR reported results should be manipulated by arbitrary amortization of unsubstantiated reserve deficiency estimates.  If the Company truly believed its assets were impaired based upon fair valuation under existing market and technology circumstances, a one-time extraordinary income charge could have been recorded below-the-line to recognize the impairment.  By extending amortization over six years for an overstated estimate of asset impairment as of 1995, the apparent intent behind the Company’s RDA accruals is the systematic understatement of achieved intrastate returns during the period NRF is under review by the Commission.  Indeed, the Company’s confidential response to OC-1224 that is cited at page 8-22 of the Audit Report suggests that the increased depreciation accruals were designed primarily to [                                  Redacted                                                            ]

The caption on the graphic summarizing results of the Company’s analysis states, “[                   Redacted                                                                             ]

[Redacted                                                          ].”  The management of earnings reported to the Commission by Pacific Bell was also revealed in the Company’s responses to OC-366 and OC-475, where the selection of the six-year RDA period was explained as:

The initial 6-year period is based on a subjective assessment by Pacific’s management of financial and regulatory circumstances.  The volatile nature of the California telecommunications marketplace requires that this amortization period and amount be re-evaluated continuously.  Consistent with the letter and spirit of D.98-10-026, declining levels of earnings or increasing levels of earnings may necessitate adjusting the amortization period or amount since earnings levels affect the company’s ability to mitigate the deficiency.  In short, the basis for the 6-year amortization was management judgment.

The response to OC-475 also stated, “There are no studies or workpapers prepared or required to support the 6-year amortization period.”  Given these admissions, it is obvious that Pacific Bell did not simply charge off its alleged asset impairment value as an extraordinary item and made no attempt to match these costs to the prior periods when the impairment occurred.  Instead, because of the apparent regulatory objective to systematically reduce reported earnings in a controlled manner, a judgment was reached by management to start with a six-year amortization period of a fixed amount and then judgmentally adjust these parameters to control the financial outcome.

Q27. Isn’t such a process of controlled increases in RDA amortization precisely what the Commission intended in D.98-10-026 at page 54 in stating, “We essentially adopt the regulatory reforms supported by Pacific.  Pacific will thereby have the opportunity to continuously evaluate mitigation of the reserve deficiency, and we expect Pacific to use every opportunity to do so”?
A27.
The Commission did not prescribe above-the-line accounting for RDA accruals in granting the Company capital recovery flexibility.  To preserve meaningful IEMR reporting of achieved earnings and rate of return, it is essential that the Company’s discretionary RDA bookings be segregated in below-the-line accounts, as recommended by the Auditor.  The Company is free to vary the amounts being amortized or the amortization period to “continuously mitigate” the alleged reserve deficiency whether the RDA accruals are recorded above or below-the-line.  Sensitivity to variation in earnings with adjustments to the RDA amortization is preserved for the Company, whether the accruals are booked above-the-line or not, but the opportunity to obscure the financial performance of the business is eliminated only if the RDA accruals are recorded below-the-line.

Q28. In its Response to the Regulatory Audit, Pacific Bell cites D.96-09-089 at Ordering Paragraph 7 and implies that its RDA accruals are simply responsive to the Commission expectations that the Company should continuously evaluate measures to mitigate stranded investment claims.  Is this a valid basis to include RDA accruals within reported IEMR earnings?
A28.
No.  Ordering paragraphs 1 through 3 of this Decision deny the request of Pacific Bell to recover its asserted $3.7 billion of alleged impaired assets via any mechanism for special recovery and allowed the Company to file a new application no earlier than January 1, 1997 to prove that changes in regulatory policies have deprived the Company of an opportunity to earn a fair return on regulated assets.  The RDA accruals appear to represent the same $3.7 billion of alleged impaired assets coming into the reported IEMR results through the back door of California regulation, still with no proof by the Company of impairment.  If the Commission were to rely upon reported IEMR earnings or rates of return in any year 1999 through 2003 for any purpose, when RDA accruals are overstating expenses and understating earnings, the Company may be indirectly granted forms of regulatory relief to which it is not otherwise entitled.

Q29. What is your recommendation regarding the appropriate findings in Phase 2A of this proceeding with respect to the RDA issue?
A29.
I recommend that the Commission find Pacific Bell’s RDA entries are properly recorded below-the-line, so as to not influence reported operating income in IEMR and other monitoring reports submitted by the Company.  In addition, I recommend that the Company be directed to submit revised IEMR annual reports for the audit period as well as years 2000 and 2001 removing the RDA amounts from intrastate results and also incorporating accounting adjustments to comply with the Commission’s findings regarding PBOPs, pensions and income taxes as a result of Phase 2A proceedings. This will enable all parties the opportunity to consider more reliable earnings and rate of return levels under NRF regulation, computed in compliance with CPUC regulatory policies, as part of the overall NRF review process.  Finally, I recommend that the Commission make appropriate findings in Phase 2A and 2B that will enable the Commission to implement changes in the ongoing intrastate rates and revenue levels being earned by Pacific Bell in California, based upon evidence regarding properly adjusted current earnings and rates of returns, as a condition of continuation of NRF regulation.

Q30. If the Commission ultimately disagrees with the Audit Report and your testimony and finds RDA accruals to be a proper above-the-line charge against the Company’s reported IEMR earnings, what should be done to recognize the effects of the RDA and the overall trend toward improving return levels in the NRF review?
A30.
If the RDA issue is resolved in favor of Pacific Bell’s proposed accounting, it is important that consideration be given in Phase 3 of these proceedings to future revenue and rate reductions (or other measures favorable to ratepayers), timed to coincide with the expiration of the RDA.  Otherwise, ongoing excessive intrastate revenue and earnings levels, along with excessive current capital recovery levels, will produce NRF benefits unreasonably skewed to benefit shareholders.

Q31. Does this conclude your testimony at this time?
A31.
Yes.  

Exhibit MLB-1

MICHAEL L. BROSCH

SUMMARY OF QUALIFICATIONS

Education and Experience


I graduated from the University of Missouri, Kansas City, in 1978 with a Bachelor of Business Administration Degree, majoring in accounting.  I hold a CPA Certificate in the State of Missouri and in the State of Kansas.  I am a member of the American Institute of Certified Public Accountants, the Missouri Society of Certified Public Accountants, and the Kansas Society of Certified Public Accountants.  Since completion of formal education, my entire professional career has been dedicated to public utility operations and regulation analysis and consulting.

From 1978 to 1981, I served as a public utility accountant with the Staff of the Missouri Public Service Commission.   While employed by the Missouri Commission, I participated in rate case examinations involving electric, gas, water, steam, transit, and telephone utilities operating in Missouri.  In December 1981, I accepted employment with Troupe Kehoe Whiteaker & Kent, a Kansas City CPA firm, in its public utility department.  While with that firm, I was involved in the review, analysis, and presentation of a wide range of utility rate case issues and various other utility management advisory functions for both utility company and regulatory agency clients.  In May of 1983, I commenced employment with Lubow McKay Stevens and Lewis, an accounting and public utility consulting firm.  While with that firm, I was involved in numerous regulatory proceedings and directed the conduct of a variety of special projects involving utility companies.  

In June of 1985, Dittmer, Brosch and Associates, Inc. (now Utilitech, Inc.) was organized.  The firm specializes in public utility regulatory and management consulting in the electric, gas, telecommunications, water, and wastewater industries.   As a principal of the firm, I am responsible for the supervision and conduct of the firm's various regulatory projects.   A majority of the firm's business involves representation of utility commission staff and consumer advocate agencies in utility rate proceedings and special or focused investigations.

Previous Expert Testimony


I have testified before utility regulatory agencies in Arizona, Arkansas, Florida, Hawaii, Illinois, Indiana, Iowa, Kansas, Michigan, Missouri, Nevada, New Mexico, Ohio, Oklahoma, Utah, Washington and Wisconsin in regulatory proceedings involving electric, gas, telephone, water, sewer, transit, and steam utilities.   My previous testimony regarding traditional and alternative regulation of major telephone companies includes proceedings involving Southwestern Bell, GTE/Verizon, Qwest/U S West, Ameritech, Sprint/United and BellSouth in multiple states.  A table listing my prior formal case testimony is attached.

� 	In OC 1143, Pacific Bell explains restrictions placed upon its use of USF moneys, including “…constructing facilities associated with the provision of universal service.  Pacific Bell is induced to build infrastructure into an area that might otherwise go unserved due to a lack of adequate profitability.  As such, the monies received must be excluded from gross income under the Internal Revenue Code (“IRC”) Section 118(a) and Regulation 1.118-1, as this is not a voluntary provision.  In addition, pursuant to IRC Section 362(c), the tax basis in the corresponding infrastructure is reduced by the amount of the contributions.”


� 	Resolution F-634 (January 5, 1995) at Findings: “9. Pacific and GTEC agree that SFAS 109, as adopted by the FCC in CC Docket N. 89-360, will not have any revenue impacts.”  Ordering paragraph 1 adopts SFAS 109 and the FCC Amendments to Part 32 USOA in the referenced FCC Docket.


� 	Under Financial Accounting Standard 121, when long-lived assets become “impaired”, the carrying value of the assets on the books are to be reduced to fair value by a charge to income in the year the impairment is discovered and quantified, with no subsequent write-up or reversal if the events or changed circumstances causing the impairment are mitigated.


� 	These responses are cited in Audit Report Chapter 8 and include OC-1116 and OC-1117.


� 	See Table at page 17 of this testimony.


� 	These percentages are modestly understated in all years, due to inclusion of non-depreciable land and other assets within Average Plant in Service.


� 	This amount is derived from the $617,896 Audit Report adjustment to Accumulated Reserve for Depreciation at Attachment 10-14 for the “Reserve Deficiency” item, times 35% FIT rate to recognize deferral of “primary” deferred taxes for this plant related timing difference change.


� 	See, for example: http://www.sbc.com/investor_relations/stock_performance/0,5931,96,00.html


� 	Pacific Bell’s response to OC 642 refers to this entry as the,  “$4.8B Asset Impairment recognized on the ER books in 1995”  In OC 475, Pacific states it is “currently amortizing the $3.7B intrastate portion of the reserve deficiency over a 6-year period beginning January 1, 1999.
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1998

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		SUMMARY OF INTRASTATE RESULTS WITHOUT RESERVE DEFICIENCY AMORTIZATION - 1997 TO 2001

				($000)

												Pacific Bell Reported and Adjusted Intrastate RO Amounts

												1997		1998		1999		2000		2001

		1		Local Network Service								4,199,157		4,461,447		4,567,672		4,699,938		4,677,223

		2		Access Revenue - Interstate								3		0		0		0		0

		3		Access Revenue - Intrastate								789,557		761,411		796,912		873,284		907,086

		4		Long Distance Services								1,181,263		1,195,883		1,035,453		868,755		802,911

		5		Misc & Other								1,547,656		1,773,366		2,101,429		2,787,190		3,086,382

		6		Less:  Uncollectible								214,060		170,296		176,345		215,621		332,394

		7		Total Operating Revenue								7,503,576		8,021,811		8,325,121		9,013,546		9,141,208

		8		Network Support								9,223		16,894		12,654		7,410		2,911

		9		General Support								351,756		308,380		315,936		500,866		613,641

		10		Central Office								399,762		326,148		381,127		275,245		292,238

		11		Information Orig/Term								158,870		179,925		172,680		192,761		140,453

		12		Cable/Wire Facilities								488,646		454,675		464,084		526,903		470,559

		13		Other Prop,Plant & Eqpt								-49		-14		2,930		-40		(418)

		14		Network Operations								721,554		747,419		828,560		857,911		849,449

		15		Depreciation & Amortization								1,619,096		1,644,741		1,996,416		2,049,251		2,127,393

		16		Marketing								390,857		323,092		402,548		529,821		543,795

		17		Customer Services								1,278,262		1,263,979		1,355,795		1,440,431		1,341,874

		18		Executive & Planning								53,978		37,445		27,893		17,725		15,928

		19		General & Administrative								1,094,998		854,890		906,581		795,582		762,634

		20		Total Operating Expenses								6,566,953		6,157,574		6,867,204		7,193,866		7,160,457

		21		Other Inc & Exp - Net								-2,944		-350,863		7,692		450		(448)

		22		Operating Taxes - Fed								88,445		337,407		270,703		291,421		455,263

		23		Operating Taxes - St/Lcl								42,574		121,511		115,052		163,369		194,682

		24		Operating Taxes - Other								150,158		138,603		119,868		121,837		115,077

		25		Total Operating Taxes								281,177		597,521		505,623		576,627		765,022

		26		Balance Net Revenue								652,502		915,853		959,986		1,243,503		1,215,281

		27		Telecom Plant in Service								21,120,810		21,862,308		22,941,939		23,115,520		24,670,978

		28		Prop Held for Future Use								90		255		2,958		14,654		13,786

		29		Tel Plant Acq Adj								0		1		0		0		0

		30		Working Cash								481,565		481,943		342,619		403,525		437,663

		31		Materials & Supplies								30,405		28,316		23,852		22,466		50,769

		32		Depreciation Reserve								9,259,773		10,039,332		11,127,872		11,798,422		13,500,752

		33		Tax Reserve								2,315,950		2,192,790		2,219,894		2,068,515		1,930,831

		34		Net Rate Base								10,057,147		10,140,701		9,963,602		9,689,226		9,741,613

		35		Overall Rate of Return Reported by Pacific Bell								6.49%		9.03%		9.63%		12.83%		12.48%

		36		Adjustment to Net Revenue to Eliminate Reserve

				Deficiency Amortization from 1999, 2000 and 2001

				Reported Results												362,467		362,467		362,467

				per OCI Report at Attachment 4-1

		37		Adjusted Operating Income (Line 26 + Line 36)								652,502		915,853		1,322,453		1,605,970		1,577,748

		38		Adjusted Rate Base (Line 34+Line 36, 1/2 year convention)								10,057,147		10,140,701		10,144,836		10,232,927		10,647,781

		39		Overall ROR Without Reserve Deficiency Amortization								6.49%		9.03%		13.04%		15.69%		16.20%

		40		Long Term Debt Ratio per Monitoring Report  P.D. XX-13								40.16%		41.73%		36.53%		36.22%		32.03%

		41		Short Term Debt Ratio								5.38%		7.25%		13.64%		14.35%		21.16%

		42		Short Term Debt Cost Rate per Monitoring Report  P.D. XX-13								5.70%		5.46%		5.10%		6.31%		3.94%

		43		Long Term Debt Cost Rate								7.21%		7.16%		7.13%		7.19%		7.18%

		44		Weighted Cost of Debt								7.03%		6.91%		6.58%		6.94%		5.89%

		45		Interest Expense on Net Rate Base				(Line 37*38*34)				322,050		343,133		334,803		359,145		333,644

		46		Contribution to Net Income				(Line 26-Line 39)				330,452		572,720		987,650		1,246,825		1,244,104

		47		Return on Equity Without Reserve Deficiency Amort.				Line 40 / (1-Line 37)				6.03%		11.07%		19.54%		24.65%		24.96%

		48		Pretax Interest Coverage (Times)								2.43		4.01		5.10		5.74		6.68





1999

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		SUMMARY OF INTRASTATE RESULTS - 1997 TO 2001 (July)

				($000)

												Pacific Bell Reported and Adjusted Intrastate RO Amounts

												1997		1998		1999		2000		2001

		1		Local Network Service								4,199,157		4,461,447		4,567,672		4,699,938		4,677,223

		2		Access Revenue - Interstate								3		0		0		0		0

		3		Access Revenue - Intrastate								789,557		761,411		796,912		873,284		907,086

		4		Long Distance Services								1,181,263		1,195,883		1,035,453		868,755		802,911

		5		Misc & Other								1,547,656		1,773,366		2,101,429		2,787,190		3,086,382

		6		Less:  Uncollectible								214,060		170,296		176,345		215,621		332,394

		7		Total Operating Revenue								7,503,576		8,021,811		8,325,121		9,013,546		9,141,208

		8		Network Support								9,223		16,894		12,654		7,410		2,911

		9		General Support								351,756		308,380		315,936		500,866		613,641

		10		Central Office								399,762		326,148		381,127		275,245		292,238

		11		Information Orig/Term								158,870		179,925		172,680		192,761		140,453

		12		Cable/Wire Facilities								488,646		454,675		464,084		526,903		470,559

		13		Other Prop,Plant & Eqpt								-49		-14		2,930		-40		(418)

		14		Network Operations								721,554		747,419		828,560		857,911		849,449

		15		Depreciation & Amortization								1,619,096		1,644,741		1,996,416		2,049,251		2,127,393

		16		Marketing								390,857		323,092		402,548		529,821		543,795

		17		Customer Services								1,278,262		1,263,979		1,355,795		1,440,431		1,341,874

		18		Executive & Planning								53,978		37,445		27,893		17,725		15,928

		19		General & Administrative								1,094,998		854,890		906,581		795,582		762,634

		20		Total Operating Expenses								6,566,953		6,157,574		6,867,204		7,193,866		7,160,457

		21		Other Inc & Exp - Net								-2,944		-350,863		7,692		450		(448)

		22		Operating Taxes - Fed								88,445		337,407		270,703		291,421		455,263

		23		Operating Taxes - St/Lcl								42,574		121,511		115,052		163,369		194,682

		24		Operating Taxes - Other								150,158		138,603		119,868		121,837		115,077

		25		Total Operating Taxes								281,177		597,521		505,623		576,627		765,022

		26		Balance Net Revenue								652,502		915,853		959,986		1,243,503		1,215,281

		27		Telecom Plant in Service								21,120,810		21,862,308		22,941,939		23,115,520		24,670,978

		28		Prop Held for Future Use								90		255		2,958		14,654		13,786

		29		Tel Plant Acq Adj								0		1		0		0		0

		30		Working Cash								481,565		481,943		342,619		403,525		437,663

		31		Materials & Supplies								30,405		28,316		23,852		22,466		50,769

		32		Depreciation Reserve								9,259,773		10,039,332		11,127,872		11,798,422		13,500,752

		33		Tax Reserve								2,315,950		2,192,790		2,219,894		2,068,515		1,930,831

		34		Net Rate Base								10,057,147		10,140,701		9,963,602		9,689,226		9,741,613

		35		Overall Rate of Return Reported by Pacific Bell								6.49%		9.03%		9.63%		12.83%		12.48%

		36		Earnings Before Interest, Taxes, Depreciation

				and Amortization (EBITDA) Cash Flow								2,402,617		3,019,512		3,342,157		3,747,544		3,992,619

		37		Long Term Debt Ratio per Monitoring Report  P.D. XX-13								40.16%		41.73%		36.53%		36.22%		32.03%

		38		Short Term Debt Ratio								5.38%		7.25%		13.64%		14.35%		21.16%

		39		Short Term Debt Cost Rate per Monitoring Report  P.D. XX-13								5.70%		5.46%		5.10%		6.31%		3.94%

		40		Long Term Debt Cost Rate								7.21%		7.16%		7.13%		7.19%		7.18%

		41		Weighted Cost of Debt								7.03%		6.91%		6.58%		6.94%		5.89%

		42		Interest Expense on Net Rate Base								322,050		343,133		328,822		340,063		305,249

		43		Contribution to Net Income				(Line 26-Line 42)				330,452		572,720		631,164		903,440		910,032

		44		Return on Equity								6.03%		11.07%		12.71%		18.86%		19.96%

		45		Pretax Interest Coverage								2.43		4.01		4.09		4.99		6.11





2000

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		CUMULATIVE THRU:						Dec-97

				($000)

										TOTAL								INTRASTATE		INTRASTATE		ADJUSTED RO

										CALIFORNIA		INTERSTATE				INTRASTATE		BELOW THE LINE		RATEMAKING		FOR INTRASTATE

										OPERATIONS		ADJUSTMENTS		DIRECTORY		RESULTS		SERVICES		ADJUSTMENTS		RATEMAKING

										(A)		(B)		(DIR)		(C=A-B+DIR)		(D1)		(D2=4)		(E=C-D1-D2)

		1		Local Network Service						4,282,556		0		0		4,282,556		126,979		(43,580)		4,199,157

		2		Access Revenue - Interstate						1,714,152		1,714,149		0		3		0		0		3

		3		Access Revenue - Intrastate						789,557		0		0		789,557		0		0		789,557

		4		Long Distance Services						1,173,515		1,109		0		1,172,406		0		(8,857)		1,181,263

		5		Misc & Other						1,965,938		44,554		0		1,921,384		450,855		(77,127)		1,547,656

		6		Less:  Uncollectible						244,739		7,063		0		237,676		23,616		0		214,060

		7		Total Operating Revenue						9,680,979		1,752,749		0		7,928,230		554,218		(129,564)		7,503,576

		8		Network Support						11,994		2,239		0		9,755		470		62		9,223

		9		General Support						454,009		81,441		0		372,568		33,189		(12,377)		351,756

		10		Central Office						503,366		98,386		0		404,980		5,218		0		399,762

		11		Information Orig/Term						179,882		4,727		0		175,155		16,285		0		158,870

		12		Cable/Wire Facilities						642,627		152,586		0		490,041		1,395		0		488,646

		13		Other Prop,Plant & Eqpt						(60)		(11)		0		(49)		0		0		(49)

		14		Network Operations						940,777		159,775		0		781,002		82,557		(23,109)		721,554

		15		Depreciation & Amortization						2,140,595		402,725		0		1,737,870		115,849		2,925		1,619,096

		16		Marketing						688,720		72,654		0		616,066		287,251		(62,042)		390,857

		17		Customer Services						1,720,968		140,699		0		1,580,269		306,060		(4,053)		1,278,262

		18		Executive & Planning						94,962		12,273		0		82,689		29,618		(907)		53,978

		19		General & Administrative						1,562,463		212,227		0		1,350,236		179,793		75,445		1,094,998

		20		Total Operating Expenses						8,940,303		1,339,721		0		7,600,582		1,057,685		(24,056)		6,566,953

		21		Other Inc & Exp - Net						(17,456)		(2,049)		0		(15,407)		(12,463)		0		(2,944)

		22		Operating Taxes - Fed						(45,428)		73,355		0		(118,783)		(169,917)		(37,311)		88,445

		23		Operating Taxes - St/Lcl						6,357		20,666		0		(14,309)		(47,123)		(9,760)		42,574

		24		Operating Taxes - Other						193,754		40,332		0		153,422		3,264		0		150,158

		25		Total Operating Taxes						154,683		134,353		0		20,330		(213,776)		(47,071)		281,177

		26		Balance Net Revenue						568,537		276,626		0		291,911		(302,154)		(58,437)		652,502

		27		Telecom Plant in Service						28,026,270		5,927,361		0		22,098,909		823,462		154,637		21,120,810

		28		Prop Held for Future Use						116		25		0		91		1		0		90

		29		Tel Plant Acq Adj						(27)		(6)		0		(21)		0		(21)		0

		30		Working Cash						n/a		n/a		n/a		558,697		77,132		n/a		481,565

		31		Materials & Supplies						50,383		9,342		0		41,041		10,636		0		30,405

		32		Depreciation Reserve						12,465,239		2,892,447		0		9,572,792		273,899		39,120		9,259,773

		33		Tax Reserve						2,814,157		n/a		n/a		2,323,872		3,244		4,678		2,315,950

		34		Net Rate Base						12,797,346		n/a		n/a		10,802,053		634,088		n/a		10,057,147

		35		Rate of Return						4.44%		n/a		n/a		2.70%		n/a		n/a		6.49%





2001

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		CUMULATIVE THRU:						Dec-98

				($000)

										TOTAL								INTRASTATE		INTRASTATE		ADJUSTED RO

										CALIFORNIA		INTERSTATE				INTRASTATE		BELOW THE LINE		RATEMAKING		FOR INTRASTATE

										OPERATIONS		ADJUSTMENTS		DIRECTORY		RESULTS		SERVICES		ADJUSTMENTS		RATEMAKING

										(A)		(B)		(DIR)		(C=A-B+DIR)		(D1)		(D2=4)		(E=C-D1-D2)

		1		Local Network Service						4,853,899		0		0		4,853,899		392,453		(1)		4,461,447

		2		Access Revenue - Interstate						1,998,980		1,998,980		0		0		0		0		0

		3		Access Revenue - Intrastate						761,411		0		0		761,411		0		0		761,411

		4		Long Distance Services						1,194,989		1,368		0		1,193,621		0		(2,262)		1,195,883

		5		Misc & Other						698,177		66,060		1,183,444		1,815,561		138,072		(95,877)		1,773,366

		6		Less:  Uncollectible						149,916		1,596		32,734		181,054		10,758		0		170,296

		7		Total Operating Revenue						9,357,540		2,064,812		1,150,710		8,443,438		519,767		(98,140)		8,021,811

		8		Network Support						21,820		4,700		0		17,120		226		0		16,894

		9		General Support						379,847		76,175		18,388		322,060		13,680		0		308,380

		10		Central Office						408,573		81,588		0		326,985		837		0		326,148

		11		Information Orig/Term						229,454		12,792		0		216,662		36,737		0		179,925

		12		Cable/Wire Facilities						603,461		147,758		0		455,703		1,028		0		454,675

		13		Other Prop,Plant & Eqpt						(17)		(3)		0		(14)		0		0		(14)

		14		Network Operations						996,569		227,569		0		769,000		21,581		0		747,419

		15		Depreciation & Amortization						2,122,369		446,502		16,049		1,691,916		34,011		13,164		1,644,741

		16		Marketing						529,802		82,513		0		447,289		207,538		(83,341)		323,092

		17		Customer Services						1,081,234		137,901		449,270		1,392,603		128,624		0		1,263,979

		18		Executive & Planning						48,274		9,326		0		38,948		1,503		0		37,445

		19		General & Administrative						1,017,958		211,745		1,867		808,080		50,696		(97,506)		854,890

		20		Total Operating Expenses						7,439,344		1,438,566		485,574		6,486,352		496,461		(167,683)		6,157,574

		21		Other Inc & Exp - Net						(744)		(291)		8,315		7,862		(4)		358,729		(350,863)

		22		Operating Taxes - Fed						418,028		152,176		208,845		474,697		5,566		131,724		337,407

		23		Operating Taxes - St/Lcl						146,919		45,444		58,036		159,511		1,506		36,494		121,511

		24		Operating Taxes - Other						183,107		44,468		3,015		141,654		3,051		0		138,603

		25		Total Operating Taxes						748,054		242,088		269,896		775,862		10,123		168,218		597,521

		26		Balance Net Revenue						1,169,398		383,867		403,555		1,189,086		13,179		260,054		915,853

		27		Telecom Plant in Service						28,819,918		6,380,602		121,929		22,561,245		561,596		137,341		21,862,308

		28		Prop Held for Future Use						331		76		0		255		0		0		255

		29		Tel Plant Acq Adj						(30)		(7)		0		(23)		(1)		(23)		1

		30		Working Cash						n/a		n/a		n/a		521,544		39,601		n/a		481,943

		31		Materials & Supplies						44,828		9,220		397		36,005		7,689		0		28,316

		32		Depreciation Reserve						13,483,879		3,213,419		90,548		10,361,008		281,939		39,737		10,039,332

		33		Tax Reserve						2,721,908		n/a		n/a		2,224,307		31,517		0		2,192,790

		34		Net Rate Base						12,659,260		n/a		n/a		10,533,711		295,429		n/a		10,140,701

		35		Rate of Return						9.24%		n/a		n/a		11.29%		n/a		n/a		9.03%





Total CA Ops

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		CUMULATIVE THRU:						Dec-99

				($000)

										TOTAL								INTRASTATE		INTRASTATE		ADJUSTED RO

										CALIFORNIA		INTERSTATE				INTRASTATE		BELOW THE LINE		RATEMAKING		FOR INTRASTATE

										OPERATIONS		ADJUSTMENTS		DIRECTORY		RESULTS		SERVICES		ADJUSTMENTS		RATEMAKING

										(A)		(B)		(DIR)		(C=A-B+DIR)		(D1)		(D2=4)		(E=C-D1-D2)

		1		Local Network Service						4,965,175		0		0		4,965,175		397,503		0		4,567,672

		2		Access Revenue - Interstate						2,228,560		2,228,560		0		0		0		0		0

		3		Access Revenue - Intrastate						797,928		0		0		797,928		1,016		0		796,912

		4		Long Distance Services						1,038,575		1,371		0		1,037,204		7,908		(6,157)		1,035,453

		5		Misc & Other						1,006,718		86,076		1,320,831		2,241,473		241,919		(101,875)		2,101,429

		6		Less:  Uncollectible						152,679		4,640		59,270		207,309		30,964		0		176,345

		7		Total Operating Revenue						9,884,277		2,311,367		1,261,561		8,834,471		617,382		(108,032)		8,325,121

		8		Network Support						16,114		3,152		0		12,962		308		0		12,654

		9		General Support						410,043		71,426		0		338,617		22,681		0		315,936

		10		Central Office						473,259		90,815		0		382,444		1,317		0		381,127

		11		Information Orig/Term						404,065		8,536		0		395,529		222,849		0		172,680

		12		Cable/Wire Facilities						613,641		149,499		0		464,142		58		0		464,084

		13		Other Prop,Plant & Eqpt						4,000		771		0		3,229		299		0		2,930

		14		Network Operations						1,141,129		251,632		0		889,497		60,937		0		828,560

		15		Depreciation & Amortization						2,437,806		413,707		16,737		2,040,836		43,644		776		1,996,416

		16		Marketing						507,372		105,663		0		401,709		90,942		(91,781)		402,548

		17		Customer Services						1,221,401		131,725		491,091		1,580,767		224,972		0		1,355,795

		18		Executive & Planning						37,500		6,744		0		30,756		2,863		0		27,893

		19		General & Administrative						1,207,836		184,726		0		1,023,110		169,774		(53,245)		906,581

		20		Total Operating Expenses						8,474,166		1,418,396		507,828		7,563,598		840,644		(144,250)		6,867,204

		21		Other Inc & Exp - Net						7,357		(1,883)		(1,074)		8,166		474		0		7,692

		22		Operating Taxes - Fed						195,110		227,316		236,137		203,931		(74,208)		7,436		270,703

		23		Operating Taxes - St/Lcl						96,753		65,641		65,434		96,546		(20,593)		2,087		115,052

		24		Operating Taxes - Other						177,176		55,038		1,325		123,463		3,595		0		119,868

		25		Total Operating Taxes						469,039		347,995		302,896		423,940		(91,206)		9,523		505,623

		26		Balance Net Revenue						948,429		543,093		449,763		855,099		(131,582)		26,695		959,986

		27		Telecom Plant in Service						29,909,155		6,450,878		161,030		23,619,307		620,498		56,870		22,941,939

		28		Prop Held for Future Use						3,849		865		0		2,984		26		0		2,958

		29		Tel Plant Acq Adj						(8)		(2)		0		(6)		0		(6)		0

		30		Working Cash						n/a		n/a		n/a		396,639		54,020		n/a		342,619

		31		Materials & Supplies						36,280		7,282		594		29,592		5,740		0		23,852

		32		Depreciation Reserve						14,741,322		3,351,510		119,961		11,509,773		342,201		39,700		11,127,872

		33		Tax Reserve						2,778,711		n/a		n/a		2,263,936		44,042		0		2,219,894

		34		Net Rate Base						12,429,243		n/a		n/a		10,274,807		294,041		n/a		9,963,602

		35		Rate of Return						7.63%		n/a		n/a		8.32%		n/a		n/a		9.63%





Interstate

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

										(Not cell referenced since only have monthly data through March 2000)

		CUMULATIVE THRU:						Dec-00

				($000)

										TOTAL								INTRASTATE		INTRASTATE		ADJUSTED RO

										CALIFORNIA		INTERSTATE				INTRASTATE		BELOW THE LINE		RATEMAKING		FOR INTRASTATE

										OPERATIONS		ADJUSTMENTS		DIRECTORY		RESULTS		SERVICES		ADJUSTMENTS		RATEMAKING

										(A)		(B)		(DIR)		(C=A-B+DIR)		(D1)		(D2=4)		(E=C-D1-D2)

		1		Local Network Service						4,775,524		0				4,775,524		75,586				4,699,938

		2		Access Revenue - Interstate						2,369,945		2,369,945				0						0

		3		Access Revenue - Intrastate						877,426		0				877,426		4,142				873,284

		4		Long Distance Services						908,865		(270)				909,135		40,380				868,755

		5		Misc & Other						2,033,962		109,675		1,329,574		3,253,861		466,671				2,787,190

		6		Less:  Uncollectible						136,618		4,527		99,641		231,732		16,111				215,621

		7		Total Operating Revenue						10,829,104		2,474,823		1,229,933		9,584,214		570,668				9,013,546

		8		Network Support						10,148		2,130				8,018		608				7,410

		9		General Support						674,280		143,215				531,065		30,199				500,866

		10		Central Office						365,314		87,754				277,560		2,315				275,245

		11		Information Orig/Term						525,039		4,120				520,919		328,158				192,761

		12		Cable/Wire Facilities						707,498		180,580				526,918		15				526,903

		13		Other Prop,Plant & Eqpt						(200)		27				(227)		(187)				(40)

		14		Network Operations						1,105,358		208,123				897,235		39,324				857,911

		15		Depreciation & Amortization						2,535,930		478,965		20,647		2,077,612		27,675		686		2,049,251

		16		Marketing						731,577		99,798				631,779		101,958				529,821

		17		Customer Services						1,234,370		128,141		448,964		1,555,193		114,762				1,440,431

		18		Executive & Planning						25,695		5,183				20,512		2,787				17,725

		19		General & Administrative						996,964		181,101				815,863		61,190		(40,909)		795,582

		20		Total Operating Expenses						8,911,973		1,519,137		469,611		7,862,447		708,804		(40,223)		7,193,866

		21		Other Inc & Exp - Net						554		284		(294)		(24)		(474)				450

		22		Operating Taxes - Fed						278,050		265,524		242,342		254,868		(46,068)		9,515		291,421

		23		Operating Taxes - St/Lcl						159,661		70,483		63,957		153,135		(12,871)		2,637		163,369

		24		Operating Taxes - Other						161,876		39,452		1,734		124,158		2,321				121,837

		25		Total Operating Taxes						599,587		375,459		308,033		532,161		(56,618)		12,152		576,627

		26		Balance Net Revenue						1,318,098		580,511		451,995		1,189,582		(81,992)		28,071		1,243,503

		27		Telecom Plant in Service						31,015,427		7,612,297		153,841		23,556,971		385,880		55,571		23,115,520

		28		Prop Held for Future Use						19,755		4,896				14,859		205				14,654

		29		Tel Plant Acq Adj						0		0				0						0

		30		Working Cash						n/a		n/a		n/a		436,563		33,038		n/a		403,525

		31		Materials & Supplies						45,222		7,861		412		37,773		15,307				22,466

		32		Depreciation Reserve						15,926,301		3,994,860		127,062		12,058,503		220,863		39,218		11,798,422

		33		Tax Reserve						2,724,967		n/a		n/a		2,096,510		27,995				2,068,515

		34		Net Rate Base						12,429,135		n/a		n/a		9,891,152		185,572		n/a		9,689,226

		35		Rate of Return						10.60%		n/a		n/a		12.03%		n/a		n/a		12.83%





Directory

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		CUMULATIVE THRU:						Jul-01

				($000)

										TOTAL								INTRASTATE		INTRASTATE		ADJUSTED RO

										CALIFORNIA		INTERSTATE				INTRASTATE		BELOW THE LINE		RATEMAKING		FOR INTRASTATE

										OPERATIONS		ADJUSTMENTS		DIRECTORY		RESULTS		SERVICES		ADJUSTMENTS		RATEMAKING

										(A)		(B)		(DIR)		(C=A-B+DIR)		(D1)		(D2=4)		(E=C-D1-D2)

		1		Local Network Service						4,741,834		0		0		4,741,834		64,611		0		4,677,223

		2		Access Revenue - Interstate						2,572,475		2,572,475		0		0		0		0		0

		3		Access Revenue - Intrastate						910,052		0		0		910,052		2,966		0		907,086

		4		Long Distance Services						843,269		(452)		0		843,721		40,810		0		802,911

		5		Misc & Other						2,485,979		152,941		1,408,251		3,741,289		654,907		0		3,086,382

		6		Less:  Uncollectible						238,277		6,162		103,581		335,696		3,302		0		332,394

		7		Total Operating Revenue						11,315,332		2,718,802		1,304,670		9,901,200		759,992		0		9,141,208

		8		Network Support						3,820		885		0		2,935		24		0		2,911

		9		General Support						798,741		164,398		0		634,343		20,702		0		613,641

		10		Central Office						375,588		82,049		0		293,539		1,301		0		292,238

		11		Information Orig/Term						614,157		5,262		0		608,895		468,442		0		140,453

		12		Cable/Wire Facilities						624,800		154,241		0		470,559		0		0		470,559

		13		Other Prop,Plant & Eqpt						(488)		(378)		0		(110)		308		0		(418)

		14		Network Operations						1,111,059		231,540		0		879,519		30,070		0		849,449

		15		Depreciation & Amortization						2,675,950		545,949		18,299		2,148,300		20,332		575		2,127,393

		16		Marketing						573,166		60,072		109,020		622,114		78,319		0		543,795

		17		Customer Services						1,189,987		127,193		334,776		1,397,570		55,696		0		1,341,874

		18		Executive & Planning						16,636		3,363		0		13,273		(2,655)		0		15,928

		19		General & Administrative						928,672		175,759		0		752,913		41,823		(51,544)		762,634

		20		Total Operating Expenses						8,912,088		1,550,333		462,095		7,823,850		714,362		(50,969)		7,160,457

		21		Other Inc & Exp - Net						283		(84)		(1,022)		(655)		(207)		0		(448)

		22		Operating Taxes - Fed						538,812		322,197		267,651		484,266		13,449		15,554		455,263

		23		Operating Taxes - St/Lcl						216,885		90,201		75,995		202,679		3,691		4,306		194,682

		24		Operating Taxes - Other						155,166		39,691		945		116,420		1,343		0		115,077

		25		Total Operating Taxes						910,863		452,089		344,591		803,365		18,483		19,860		765,022

		26		Balance Net Revenue						1,492,664		716,296		496,962		1,273,330		26,940		31,109		1,215,281

		27		Telecom Plant in Service						33,184,001		8,415,539		175,057		24,943,519		252,396		20,145		24,670,978

		28		Prop Held for Future Use						18,671		4,794		0		13,877		91		0		13,786

		29		Tel Plant Acq Adj						0		0		0		0		0		0		0

		30		Working Cash						n/a		n/a		n/a		477,897		40,234		0		437,663

		31		Materials & Supplies						83,705		18,173		0		65,532		14,763		0		50,769

		32		Depreciation Reserve						17,930,502		4,393,985		142,893		13,679,410		177,117		1,541		13,500,752

		33		Tax Reserve						2,698,644		n/a		n/a		1,943,916		13,085		0		1,930,831

		34		Net Rate Base						12,657,231		n/a		n/a		9,877,499		117,282		n/a		9,741,613

		35		Rate of Return (Annualized)						14.15%		n/a		n/a		15.47%		n/a		n/a		14.97%





Intrastate

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																																																																				Total		Total		Total		Total		Total

										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service						343,658		333,820		339,470		343,429		346,220		390,227		379,833		362,701		375,276		379,021		360,032		328,869		373,488		364,544		380,001		391,772		386,118		374,440		412,157		387,502		407,298		403,022		563,930		409,627		413,735		402,225		412,039		405,345		407,636		421,489		411,507		411,029		435,968		421,828		414,806		407,568		399,040		397,034		413,201		362,449		405,055		402,641		405,078		398,858		397,837		408,847		404,649		380,835		393,104		385,349		397,126		395,564		392,720		385,739		398,132		401,465		403,211		396,507		390,449		402,468				4,282,556		4,853,899		4,965,175		4,775,524		4,741,834

		2		Access Revenue - Interstate						152,877		153,744		152,305		159,760		158,812		21,825		150,463		155,786		148,818		152,111		149,955		157,696		160,794		173,675		165,486		165,213		174,187		166,570		161,089		162,406		164,077		167,274		167,538		170,671		171,143		179,607		184,702		185,154		186,370		174,954		185,005		187,832		189,476		198,240		192,500		193,577		197,519		197,147		204,411		197,519		203,748		200,101		183,046		191,339		203,740		201,151		198,589		191,635		206,235		210,777		207,346		213,326		214,961		213,091		207,840		216,401		213,530		215,541		212,351		241,076				1,714,152		1,998,980		2,228,560		2,369,945		2,572,475

		3		Access Revenue - Intrastate						60,800		65,621		59,906		63,231		59,034		93,551		64,512		65,270		63,714		64,406		62,322		67,190		61,911		56,224		62,197		64,205		60,948		63,475		64,685		63,640		58,352		63,375		82,248		60,151		62,537		60,415		62,650		61,611		60,764		67,420		66,432		68,783		67,940		76,827		69,911		72,638		70,292		71,297		76,156		69,835		70,280		73,940		74,561		75,895		73,086		76,125		72,793		73,166		72,888		70,142		77,563		81,584		79,310		70,823		75,740		76,995		77,073		76,037		75,020		76,877				789,557		761,411		797,928		877,426		910,052

		4		Long Distance Services						110,110		95,780		98,831		96,954		100,030		96,194		100,437		101,163		97,850		100,387		87,644		88,135		98,390		100,996		104,563		103,839		97,722		96,602		103,775		105,639		102,105		99,878		90,229		91,251		90,380		82,406		91,787		94,695		87,798		90,103		90,274		85,344		76,711		83,487		86,245		79,345		81,566		78,864		77,546		72,881		83,017		76,566		73,298		78,018		72,707		74,955		71,243		68,204		76,376		64,805		72,218		72,851		69,598		72,014		71,442		73,746		69,296		70,569		65,414		64,940				1,173,515		1,194,989		1,038,575		908,865		843,269

		5		Misc & Other						169,290		141,466		211,132		133,371		170,827		121,207		83,283		190,165		141,454		193,637		226,584		183,522		212,983		184,211		(206,042)		69,572		68,086		84,219		59,621		79,311		83,252		74,313		(80,260)		68,911		56,512		58,788		78,429		77,272		84,970		84,790		89,106		79,307		86,126		73,434		116,751		121,233		161,785		125,851		132,087		179,183		164,923		157,507		161,297		193,486		170,477		211,424		189,495		186,448		211,437		167,487		178,185		172,554		170,095		162,101		173,111		183,519		165448		168,410		174,488		559,144				1,965,938		698,177		1,006,718		2,033,963		2,485,979

		6		Less:  Uncollectible						23,057		18,173		15,832		16,542		12,609		60,712		16,587		19,549		17,695		16,846		22,217		4,920		20,944		20,340		(1,771)		13,231		12,812		12,954		11,164		11,077		15,331		11,188		11,259		11,387		10,326		11,189		11,441		11,454		11,089		11,017		11,667		12,197		11,002		11,511		10,918		28,868		10,625		10,357		10,734		11,156		9,600		10,497		7,897		9,884		9,491		13,606		13,218		19,553		12,670		15,049		16,962		16,070		17,505		37,164		14,223		16,261		19,255		18,738		14,112		40,268				244,739		149,916		152,679		136,618		238,277

		7		Total Operating Revenue						813,678		772,258		845,812		780,203		822,314		662,292		761,941		855,536		809,417		872,716		864,320		820,492		886,622		859,310		507,976		781,370		774,249		772,352		790,163		787,421		799,753		796,674		812,426		789,224		783,981		772,252		818,166		812,623		816,449		827,739		830,657		820,098		845,219		842,305		869,295		845,493		899,577		859,836		892,667		870,711		917,423		900,258		889,383		927,712		908,356		958,896		923,551		880,735		947,370		883,511		915,476		919,809		909,179		866,604		912,042		935,865		909,303		908,326		903,610		1,304,237				9,680,979		9,357,540		9,884,277		10,829,105		11,315,332

		8		Network Support						868		950		1,076		1,186		981		994		955		1,046		885		979		998		1,076		1,027		976		789		1,304		5,245		(2,222)		2,147		2,190		1,989		2,276		4,282		1,817		378		1,643		1,129		1,108		1,099		1,342		1,509		1,921		1,492		1,280		1,478		1,735		761		2,104		1,429		1,086		265		3,555		654		3,665		(661)		2,839		(4,603)		(946)		(2,334)		(903)		1,158		86		1,610		4,870		(137)		(1,863)		(1,268)		660		1,127		814				11,994		21,820		16,114		10,148		3,820

		9		General Support						31,909		33,923		33,119		32,437		36,331		41,666		36,410		41,612		43,849		35,962		32,462		54,329		31,036		30,610		30,282		27,675		27,107		32,150		37,999		31,351		29,324		35,468		28,428		38,417		26,912		29,875		33,504		36,476		31,590		29,190		32,409		32,187		31,163		38,872		42,259		45,606		13,711		111,771		39,303		53,179		59,180		48,875		60,045		38,533		37,395		28,211		51,280		132,797		62,566		63,472		56,110		53,839		68,771		42,374		61,892		55,927		88,289		61,913		61,738		121,850				454,009		379,847		410,043		674,280		798,741

		10		Central Office						39,793		31,257		27,735		29,962		31,719		35,940		43,899		36,730		37,877		61,277		40,781		86,396		28,615		33,026		32,564		31,138		29,728		32,176		36,367		30,809		33,158		43,809		30,302		46,881		24,465		24,214		37,526		24,731		33,964		31,204		53,531		37,124		36,164		31,693		35,075		103,568		38,468		28,909		35,969		27,850		24,498		29,338		26,933		29,056		35,892		25,779		36,158		26,464		29,975		30,352		35,995		28,099		29,443		35,438		26,881		32,326		27,836		32,581		35,485		31,177				503,366		408,573		473,259		365,314		375,588

		11		Information Orig/Term						17,222		18,116		13,908		11,904		12,482		13,052		13,149		14,322		14,811		16,984		16,580		17,352		16,393		16,676		15,487		20,988		14,474		16,390		16,772		15,509		20,152		23,257		23,065		30,291		31,899		26,600		32,602		36,405		29,092		28,094		33,614		32,371		32,410		37,983		42,422		40,573		40,226		46,788		51,033		42,000		57,625		83,432		42,367		30,964		33,984		31,494		23,522		41,604		26,306		17,457		21,177		18,324		19,627		27,549		20,768		23,819		18,204		19,459		15,843		385,624				179,882		229,454		404,065		525,039		614,157

		12		Cable/Wire Facilities						59,497		62,621		53,743		43,361		40,381		51,629		48,627		51,280		49,670		54,373		51,930		75,515		60,329		66,148		58,791		53,029		42,614		48,143		48,413		41,326		42,641		46,096		44,776		51,155		56,285		47,440		52,418		47,043		45,090		46,772		47,143		49,854		50,222		58,531		58,958		53,885		70,595		68,523		67,855		57,368		60,264		58,807		49,754		58,331		56,203		55,247		57,724		46,827		58,440		56,716		63,951		50,398		51,439		50,273		48,549		52,621		49,937		48,703		55,292		38,481				642,627		603,461		613,641		707,498		624,800

		13		Other Prop,Plant & Eqpt												(12)		(6)		(7)		(6)		(6)				(11)		(5)		(7)		(5)		(6)				(6)																																								4,000								0		2,913		(8,019)		3,590		3,362		(1,095)		(160)		(1,167)		376		(880)		(490)		256		379		(248)		165		(145)		109		94		141		225		(94)				(60)		(17)		4,000		(200)		-488

		14		Network Operations						65,567		75,100		68,241		76,302		74,007		69,565		87,468		75,899		78,574		86,534		70,992		112,528		66,931		85,402		63,832		76,529		80,495		85,485		81,163		72,692		81,491		80,475		105,907		116,167		90,460		85,644		101,647		82,983		90,130		93,746		97,584		103,921		78,088		96,779		86,629		133,518		71,760		96,481		104,905		88,717		105,913		82,797		102,070		89,889		86,118		91,300		87,354		98,054		97,346		92,185		79,714		89,544		95,514		86,039		98,473		97,199		95,378		97,361		96,192		86,114				940,777		996,569		1,141,129		1,105,358		1,111,059

		15		Depreciation & Amortization						163,806		170,791		172,343		172,039		173,858		186,600		203,095		180,133		182,142		171,723		179,842		184,223		183,313		185,113		157,636		175,756		175,929		176,284		177,059		199,409		172,282		172,868		172,899		173,821		206,181		207,479		209,491		211,879		212,454		212,920		213,776		214,950		215,302		215,981		216,725		100,668		209,080		213,774		206,567		211,293		212,323		213,465		214,034		215,433		216,586		217,985		215,153		190,237		215,148		216,236		217,286		218,375		218,828		220,698		221,829		222,986		224,223		242,241		228,591		229,509				2,140,595		2,122,369		2,437,806		2,535,930		2,675,950

		16		Marketing						35,885		41,413		53,298		52,582		52,092		53,816		66,025		56,087		56,193		48,198		67,749		105,382		61,214		49,311		14,775		34,978		40,234		45,056		50,971		49,886		37,471		39,188		32,626		74,092		33,013		43,917		39,655		38,909		34,502		36,282		38,579		29,076		43,990		55,347		43,148		70,954		42,070		49,960		55,460		48,507		57,980		72,264		53,342		67,285		76,907		68,743		67,694		71,365		55,614		55,285		71,364		54,655		35,504		48,648		48,525		49,001		30,373		43,426		51,871		28,900				688,720		529,802		507,372		731,577		573,166

		17		Customer Services						124,662		117,434		140,335		122,157		128,844		226,569		113,479		154,326		144,712		141,058		156,974		150,418		147,664		139,871		(33,062)		89,642		90,143		95,754		92,950		83,275		86,381		86,701		92,600		109,315		96,928		96,651		104,975		97,064		97,441		102,786		97,495		95,884		99,039		114,814		104,101		114,223		78,569		110,358		91,224		101,946		102,297		112,452		106,919		102,806		110,376		98,669		95,176		123,578		102,167		91,353		102,676		95,771		98,192		110,349		94,000		101,395		106,013		97,493		96,391		94,187				1,720,968		1,081,234		1,221,401		1,234,370		1,189,987

		18		Executive & Planning						4,985		5,469		3,884		4,409		6,783		9,200		37,782		3,657		(3,736)		6,548		3,575		12,406		4,182		8,216		2,432		3,470		2,377		2,595		6,339		1,578		2,224		2,822		2,196		9,843		(1,057)		2,466		3,360		1,526		2,978		2,474		2,991		2,318		1,967		4,672		2,610		11,195		(932)		699		1,518		1,665		2,564		4,984		3,233		2,240		(1,436)		1,747		1,224		8,189		2,393		1,645		774		1,790		2,099		1,662		1,605		1,741		1,448		1,134		1,146		(801)				94,962		48,274		37,500		25,695		16,636

		19		General & Administrative						71,113		77,005		91,520		89,430		84,465		440,285		(115,626)		268,086		96,967		96,373		103,763		259,082		86,513		84,008		89,119		86,172		78,366		85,224		80,288		87,885		83,338		79,656		88,341		89,048		86,484		87,342		73,497		98,847		91,158		91,114		107,654		87,526		89,038		111,485		115,797		167,894		44,733		129,776		118,484		70,865		100,361		127,130		110,270		48,957		5,075		97,467		68,793		75,053		68,432		33,911		64,266		50,940		115,046		74,955		58,581		66,759		84,383		108,926		69,200		133273				1,562,463		1,017,958		1,207,836		996,964		928,672

		20		Total Operating Expenses						615,307		634,079		659,202		635,757		641,937		1,129,309		535,257		883,172		701,944		719,998		725,641		1,058,700		687,212		699,351		432,645		600,675		586,712		617,035		630,468		615,910		590,451		612,616		625,422		740,847		651,948		653,271		689,804		676,971		669,498		675,924		726,285		687,132		678,875		767,437		749,202		847,819		609,041		859,143		773,747		704,476		786,183		829,080		773,211		690,521		655,344		719,321		698,308		813,598		715,173		657,219		714,727		662,200		735,825		703,020		680,821		702,020		724,910		754,038		713,101		1,149,034				8,940,303		7,439,344		8,474,166		8,911,973		8,912,088

		21		Other Inc & Exp - Net						51		137		3,117		(411)		91		(4,801)		(110)		104		785		(31)		2,655		(19,043)		501		687		(1,059)		127		12		40		391		46		609		-565		(2,480)		947		4,022		(474)		320		263		(5)		117		(322)		1,117		187		367		692		1,073		(48)		(19)		14		518		(144)		(20)		(4)		23		148,960		(148,967)		12		229		127		76		(241)		120		1		104		(137)		(8)		10		204		4,518		(4,491)				(17,456)		(744)		7,357		554		283

		22		Operating Taxes - Fed						44,179		22,487		40,420		24,364		36,522		(183,779)		58,921		(32,292)		9,946		26,750		13,589		(106,535)		41,683		26,365		2,121		33,598		35,730		32,025		28,598		34,233		72,512		36,631		34,574		39,958		22,473		(17,253)		24,010		26,781		29,888		31,732		(10,656)		19,533		35,233		1,173		20,589		11,607		72,243		(29,353)		17,441		(175)		15,826		(2,274)		13,461		52,046		104,152		2,737		53,216		(21,270)		51,034		49,079		40,252		60,751		31,725		28,290		51,817		52,689		34,577		29,993		40,786		67,819				(45,428)		418,028		195,110		278,050		538,812

		23		Operating Taxes - St/Lcl						13,228		9,171		12,452		9,084		12,607		(48,392)		18,728		(6,556)		5,328		9,898		5,978		(35,169)		15,347		16,337		(1,452)		15,008		15,584		14,600		13,662		15,390		17,038		13,386		20,495		(8,476)		6,166		12,865		10,913		11,802		12,829		13,294		11,327		12,338		15,223		7,303		11,695		(29,002)		25,288		(54)		9,028		12,471		11,025		5,995		10,337		21,008		35,433		7,325		15,096		6,709		20,283		19,735		17,285		22,960		14,913		16,179		18,252		20,709		15,685		15,949		17,396		17,539				6,357		146,919		96,753		159,661		216,885

		24		Operating Taxes - Other						14,709		15,126		14,689		14,700		14,576		27,193		14,898		15,984		16,913		14,778		14,533		15,655		15,344		15,584		14,496		15,244		15,321		15,245		14,905		14,858		17,030		15,046		15,052		14,982		14,930		14,969		15,150		14,764		15,030		15,287		14,378		14,355		13,228		14,454		14,335		16,296		14,552		14,650		14,621		14,485		14,417		14,308		12,497		12,424		13,962		12,500		12,505		10,955		11,214		11,953		12,046		7,048		13,264		13,036		13,858		12,801		14,885		14,690		15,024		15347				193,754		183,107		177,176		161,876		155,166

		25		Total Operating Taxes						72,116		46,784		67,561		48,148		63,705		(204,978)		92,547		(22,864)		32,187		51,426		34,100		(126,049)		72,374		58,286		15,165		63,850		66,635		61,870		57,165		64,481		106,580		65,063		70,121		46,464		43,569		10,581		50,073		53,347		57,747		60,313		15,049		46,226		63,684		22,930		46,619		(1,099)		112,083		(14,757)		41,090		26,781		41,268		18,029		36,295		85,478		153,547		22,562		80,817		(3,606)		82,531		80,767		69,583		90,759		59,902		57,505		83,927		86,199		65,147		60,632		73,206		100,705				154,683		748,054		469,039		599,587		910,863

		26		Balance Net Revenue						126,306		91,532		122,166		95,887		116,763		(266,840)		134,027		(4,668)		76,071		101,261		107,234		(131,202)		127,537		102,360		59,107		116,972		120,914		93,487		102,921		107,076		103,331		118,430		114,403		2,860		92,486		107,926		78,609		82,568		89,199		91,619		89,001		87,857		102,847		52,305		74,166		(154)		178,405		15,431		77,844		139,972		89,828		53,129		79,873		151,736		248,425		68,046		144,438		70,972		149,793		145,601		130,925		166,970		113,453		106,183		147,157		147,638		119,256		93,860		121,821		50,007				568,537		1,169,398		948,429		1,318,099		1,492,664

		27		Telecom Plant in Service						27,208,835		27,303,817		27,461,641		27,593,705		27,762,733		27,908,210		28,147,461		28,353,258		28,423,233		28,549,891		28,736,606		28,865,851		28,977,853		29,110,611		28,372,278		28,470,368		28,547,227		28,696,299		28,818,573		28,955,640		28,822,275		28,909,401		29,006,461		29,152,034		29,308,344		29,395,994		29,507,073		29,643,127		29,797,421		29,849,660		29,996,733		30,027,275		30,161,487		30,323,587		30,531,201		30,367,955		30,228,530		30,326,529		30,471,713		30,531,411		30,702,560		30,855,873		31,047,327		31,232,770		31,424,656		31,656,689		31,741,140		31,965,921		32,173,845		32,340,912		32,495,574		32,692,389		32,897,592		33,062,224		33,292,946		33,499,099		33,681,187		33,877,318		34,035,241		34,159,777				28,026,270		28,819,918		29,909,155		31,015,427		33,184,001

		28		Prop Held for Future Use						103		103		103		103		103		52		1		2		2		165		329		329		329		329		329		329		329		329		334		334		334		334		334		334		334		334		334		334		334		334		1,032		1,032		334		12,365		12,031		17,391		17,391		18,126		18,125		18,168		22,477		25,552		25,552		25,552		25,552		13,521		13,521		13,521		13,521		14,834		14,834		15,101		19,605		20,118		20,476		20,476		20,476		22,470		20,325		21,821				116		331		3,849		19,755		18,671

		29		Tel Plant Acq Adj						(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(27)		(33)		(33)		(33)		(33)		(33)		(33)		(33)		(33)		(33)																										0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				(27)		(30)		(8)		0		0

		30		Working Cash						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a												n/a		n/a		n/a		n/a		n/a

		31		Materials & Supplies						33,005		40,752		48,936		48,390		48,108		47,704		51,448		52,677		49,234		58,085		66,377		59,882		46,781		48,747		48,491		44,431		45,142		51,052		48,340		47,264		43,884		38,736		38,194		36,878		32,683		29,837		33,248		36,542		34,655		37,014		40,460		42,203		34,532		34,785		43,418		35,778		41,317		33,807		36,123		40,395		40,478		40,516		40,235		40,385		37,620		30,781		31,849		129,159		133,774		133,795		123,375		96,390		75,035		74,939		70,660		68,046		62,803		61,687		57,334		46,619				50,383		44,828		36,280		45,222		83,705

		32		Depreciation Reserve						12,019,304		12,059,656		12,165,089		12,253,606		12,354,470		12,459,874		12,540,198		12,611,572		12,681,663		12,717,976		12,812,336		12,907,121		13,050,397		13,195,975		13,145,930		13,263,428		13,332,309		13,482,609		13,607,314		13,762,298		13,619,007		13,685,803		13,801,218		13,860,262		14,037,202		14,159,387		14,287,951		14,454,015		14,662,722		14,711,277		14,876,722		14,903,986		15,034,209		15,201,275		15,465,872		15,101,244		15,124,284		15,279,914		15,423,388		15,496,405		15,626,750		15,789,605		15,991,113		16,155,127		16,341,342		16,501,077		16,622,650		16,763,961		16,953,044		17,131,496		17,270,320		17,458,599		17,636,266		17,800,312		17,996,923		18,191,134		18,394,466		18,602,674		18,789,758		18,941,033				12,465,239		13,483,879		14,741,322		15,926,301		17,930,502

		33		Tax Reserve						2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,862,080		2,287,004		2,815,724		2,782,092		2,745,951		2,750,173		2,732,278		2,714,695		2,714,695		2,680,366		2,661,852		2,661,852		2,673,195		2,730,023		2,827,668		2,814,546		2,811,740		2,815,648		2,813,419		2,800,808		2,770,050		2,743,543		2,749,232		2,738,670		2,735,188		2,723,814		2,756,123		2,728,699		2,795,203		2,802,065		2,760,943		2,740,415		2,723,849		2,682,607		2,682,485		2,682,485		2,679,585		2,665,145		2,675,139		2,685,434		2,695,745		2,706,072		2,716,416		2,726,770		2,737,139		2,747,627		2,757,936		2,762,811		2,727,925		2444815				2,814,157		2,721,908		2,778,711		2,724,967		2,698,644

		34		Net Rate Base						12,360,532		12,422,909		12,483,484		12,526,485		12,594,367		12,633,985		12,796,605		12,932,258		12,928,699		13,028,058		13,128,869		13,731,910		13,158,815		13,181,593		12,529,190		12,501,500		12,528,084		12,550,349		12,545,205		12,560,541		12,585,601		12,600,783		12,570,543		12,598,928		12,476,458		12,452,199		12,440,931		12,410,340		12,356,269		12,374,923		12,391,453		12,422,981		12,412,912		12,430,792		12,385,590		12,596,066		12,406,831		12,369,849		12,307,370		12,291,504		12,377,822		12,391,921		12,398,152		12,460,973		12,464,001		12,517,429		12,484,275		12,679,495		12,692,957		12,672,611		12,667,718		12,639,209		12,639,550		12,630,199		12,650,020		12,648,860		12,612,064		12,595,990		12,595,217		12,842,369				12,797,346		12,659,260		12,429,243		12,429,136		12,657,231

		35		Rate of Return						12.26%		8.84%		11.74%		9.19%		11.13%		-25.34%		12.57%		-0.43%		7.06%		9.33%		9.80%		-11.47%		11.63%		9.32%		5.66%		11.23%		11.58%		8.94%		9.84%		10.23%		9.85%		11.28%		10.92%		0.27%		8.90%		10.40%		7.58%		7.98%		8.66%		8.88%		8.62%		8.49%		9.94%		5.05%		7.19%		-0.01%		17.26%		1.50%		7.59%		13.67%		8.71%		5.14%		7.73%		14.61%		23.92%		6.52%		13.88%		6.72%		14.16%		13.79%		12.40%		15.85%		10.77%		10.09%		13.96%		14.01%		11.35%		8.94%		11.61%		4.67%				4.44%		9.24%		7.63%		10.60%		11.79%





BelowtheLine

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																																																																				Total		Total		Total		Total		Total

										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service																																																																																				0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		0		0		0		0

		2		Access Revenue - Interstate						152,878		153,743		152,305		159,760		158,811		21,824		150,462		155,786		148,818		152,111		149,954		157,697		160,794		173,675		165,486		165,213		174,187		166,570		161,089		162,406		164,077		167,274		167,538		170,671		171,143		179,607		184,702		185,154		186,370		174,954		185,005		187,832		189,476		198,240		192,500		193,577		197,519		197,147		204,411		197,519		203,748		200,101		183,046		191,339		203,740		201,151		198,589		191,635		206,235		210,777		207,346		213,326		214,961		213,091		207,840		216,401		213,530		215,541		212,351		241,076				1,714,149		1,998,980		2,228,560		2,369,945		2,572,475

		3		Access Revenue - Intrastate																																																																																				0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		0		0				0		0		0		0		0

		4		Long Distance Services						180		63		(5)		1		63		(1,965)		2,316		93		281		138		168		(224)		150		143		91		197		91		108		92		142		124		103		96		31		72		25		51		642		225		132		131		26		13		30		15		9		6		(34)		(150)		(10)		13		14		(22)		(65)		(14)		3		0		(11)		4		3		(16)		0		(246)		(23)		(107)		(6)		(30)		(24)		(11)		4				1,109		1,368		1,371		(270)		-452

		5		Misc & Other						3,845		3,986		3,314		3,848		3,551		3,613		2,941		3,854		3,743		3,738		5,376		2,745		4,600		4,537		5,229		4,591		1,946		4,897		6,526		9,772		6,893		6,821		6,654		3,594		6,844		5,572		6,133		6,931		7,112		8,273		7,045		6,799		6,875		7,331		7,099		10,062		7,636		9,325		7,588		10,531		8,657		7,254		10,032		6,130		11,840		10,174		10,347		10,161		11,391		9,023		18,477		11,571		11,338		11,836		11,986		11,644		11,846		12,001		12,593		19,235				44,554		66,060		86,076		109,675		152,941

		6		Less:  Uncollectible						1,091		928		351		688		909		326		332		640		471		238		284		805		502		627		647		630		513		426		85		701		2,173		(5,780)		516		556		300		521		445		334		400		400		405		400		360		340		365		370		325		330		330		315		344		355		246		394		366		575		420		527		420		499		313		510		476		914		379		490		333		457		355		1016				7,063		1,596		4,640		4,527		6,162

		7		Total Operating Revenue						155,812		156,864		155,263		162,921		161,516		23,146		155,387		159,093		152,371		155,749		155,214		159,413		165,042		177,728		170,159		169,371		175,711		171,149		167,622		171,619		168,921		179,978		173,772		173,740		177,759		184,683		190,441		192,393		193,307		182,959		191,776		194,257		196,004		205,261		199,249		203,278		204,836		206,108		211,519		207,725		212,074		207,014		192,810		197,010		215,200		210,753		208,516		201,258		217,210		219,304		225,494		224,387		225,577		223,990		219,340		227,549		225,013		227,061		224,578		259,299				1,752,749		2,064,812		2,311,367		2,474,823		2,718,802

		8		Network Support						153		178		205		211		177		192		158		188		160		173		169		275		213		199		158		259		1,203		(494)		472		485		459		513		1,004		229		79		347		239		235		230		228		294		369		289		252		300		290		348		351		343		220		88		804		219		589		(78)		582		(957)		(379)		(488)		(189)		239		15		355		1,084		(39)		(404)		(287)		142		245		212				2,239		4,700		3,152		2,130		885

		9		General Support						5,453		6,116		5,816		5,340		6,289		8,748		5,424		7,144		8,551		5,920		4,751		11,889		5,646		5,478		7,216		5,375		5,609		6,181		7,921		6,461		6,366		7,557		6,275		6,090		5,403		6,324		6,951		7,486		6,152		6,095		5,415		5,168		5,183		6,608		7,404		3,237		7,612		8,753		8,487		11,504		11,486		11,227		15,253		14,636		9,086		6,270		11,872		27,029		13,298		13,491		9,452		9,976		16,015		4,254		12,282		15,001		18,074		12,235		12,259		28,061				81,441		76,175		71,426		143,215		164,398

		10		Central Office						7,411		5,799		5,228		5,491		5,837		7,013		8,221		6,863		7,304		11,528		7,726		19,965		5,705		6,594		6,510		6,230		5,949		6,445		7,292		6,177		6,372		8,990		6,194		9,130		4,903		4,855		7,539		4,970		6,908		6,615		10,266		5,970		6,981		6,184		6,960		18,664		20,673		21,312		20,536		5,031		4,865		6,032		7,438		(33,264)		10,206		7,190		10,270		7,465		7,200		7,291		5,212		5,596		5,894		6,882		5,571		6,808		5,949		7,094		6,835		11,717				98,386		81,588		90,815		87,754		82,049

		11		Information Orig/Term						550		588		709		404		446		319		330		264		311		285		270		251		284		261		185		1,761		330		848		900		834		1,017		1,475		1,760		3,137		4,135		2,219		3,256		2,844		2,179		2,179		3,147		2,762		1,489		2,055		3,094		(20,823)		1,719		1,719		1,719		333		220		222		301		(3,519)		489		304		335		278		206		137		528		490		470		465		477		537		466		502		509		475				4,727		12,792		8,536		4,120		5,262

		12		Cable/Wire Facilities						14,310		15,054		12,352		10,114		9,397		13,969		11,612		12,101		11,703		12,912		11,763		17,299		14,739		16,487		14,538		13,093		10,486		11,775		11,754		10,014		10,383		11,261		10,773		12,455		13,717		11,360		12,674		11,428		11,143		11,063		11,658		11,945		12,354		13,769		14,489		13,899		12,940		12,966		12,931		14,654		15,538		15,188		12,855		27,483		14,632		14,330		15,045		12,018		14,944		14,503		15,127		12,378		12,656		12,342		11,886		12,951		12,275		11,941		13,712		9,526				152,586		147,758		149,499		180,580		154,241

		13		Other Prop,Plant & Eqpt												(2)		(1)		(1)		(1)		(1)				(2)		(1)		(2)		(1)		(1)				(1)																																								771		765		775		762		0		601		(1,594)		881		(2,218)		(252)		(42)		(276)		625		(216)		(124)		(12)		69		(143)		(12)		(35)		24		20		31		61		(41)				(11)		(3)		771		27		-378

		14		Network Operations						11,206		12,386		12,139		12,031		12,135		6,971		21,147		12,624		13,183		12,676		10,588		22,689		7,158		11,416		10,902		12,126		45,768		18,350		19,216		17,715		19,438		18,434		22,644		24,402		18,960		19,642		20,705		19,181		19,396		19,131		22,194		20,928		22,487		21,318		24,619		23,071		26,228		28,108		24,530		18,042		20,989		15,953		21,564		(8,300)		14,693		16,556		16,997		12,763		18,361		17,387		17,845		18,148		18,508		18,709		20,304		19,431		18,772		19,811		19,994		24,270				159,775		227,569		251,632		208,123		231,540

		15		Depreciation & Amortization						32,135		32,414		32,487		32,294		32,477		33,086		32,720		32,757		33,065		32,888		32,290		44,112		35,598		34,739		35,729		35,635		36,110		35,959		36,752		37,191		38,449		38,109		38,589		43,642		34,703		35,023		35,203		35,562		35,752		35,158		34,788		32,268		34,828		35,420		36,284		28,718		34,678		35,183		34,520		37,882		29,714		38,202		45,384		44,984		46,701		46,471		46,348		38,898		40,668		40,874		49,234		43,957		42,083		45,867		44,738		43,900		45,446		43,472		46,346		59,364				402,725		446,502		413,707		478,965		545,949

		16		Marketing						4,467		5,173		6,418		6,834		6,152		618		10,830		4,494		5,624		3,878		7,674		10,492		10,680		6,873		6,707		6,180		9,269		9,462		10,345		8,444		7,543		8,383		8,699		(10,072)		7,149		10,444		8,178		8,802		8,985		9,001		8,426		6,278		6,978		9,603		7,661		14,158		13,594		14,641		13,037		7,314		7,914		10,867		5,598		(5,324)		16,961		1,220		8,935		5,041		8,023		7,976		(1,578)		3,584		9,742		1,457		7,461		11,355		2,718		(874)		6,571		3,637				72,654		82,513		105,663		99,798		60,072

		17		Customer Services						9,961		10,327		11,302		8,567		10,089		7,662		14,802		9,831		10,631		10,645		11,078		25,804		10,274		9,134		10,904		10,743		12,601		10,744		11,680		11,980		8,760		12,270		13,124		15,687		11,047		9,919		12,678		10,475		10,225		10,062		10,160		11,259		11,302		11,101		11,921		11,576		13,115		13,348		9,205		11,191		11,162		12,379		10,788		13,975		11,102		9,700		10,179		1,997		10,575		9,455		18,511		11,958		13,669		15,279		11,732		(18,136)		13,401		11,898		12,209		16,642				140,699		137,901		131,725		128,141		127,193

		18		Executive & Planning						850		930		672		771		990		851		2,278		531		322		1,274		490		2,314		526		409		1,738		576		441		446		1,332		296		384		562		487		2,129		(243)		504		643		309		605		600		544		399		356		846		488		1,693		2,042		2,060		2,014		320		476		980		689		(5,449)		(319)		342		256		1,772		483		332		175		361		411		370		368		441		329		233		1,132		(1,272)				12,273		9,326		6,744		5,183		3,363

		19		General & Administrative						11,546		10,333		17,549		14,463		21,873		53,304		(12,613)		12,191		16,420		15,817		13,864		37,480		12,927		13,285		13,696		14,129		14,549		14,037		15,578		18,307		17,460		16,121		18,852		42,804		13,555		18,590		15,533		17,381		16,319		16,168		18,236		12,409		13,894		17,969		14,684		9,988		21,765		22,864		22,105		18,768		18,068		21,187		23,805		(17,977)		10,511		16,658		17,702		5645		12,296		6,093		9,192		8,135		13,713		9,681		10,410		12,488		13,587		19,335		9,922		50907				212,227		211,745		184,726		181,101		175,759

		20		Total Operating Expenses						98,042		99,298		104,877		96,518		105,861		132,732		94,908		98,987		107,274		107,994		100,662		192,568		103,749		104,874		108,283		106,106		142,315		113,753		123,242		117,904		116,631		123,675		128,401		149,633		113,408		119,227		123,599		118,673		117,894		116,300		125,128		109,755		116,141		125,125		127,904		105,242		155,479		162,080		150,189		125,259		121,121		131,447		144,775		25,616		133,732		119,581		136,706		113,152		125,350		117,226		123,925		114,667		133,373		116,378		125,155		104,396		130,750		125,820		129,795		203,498				1,339,721		1,438,566		1,418,396		1,519,137		1,550,333

		21		Other Inc & Exp - Net								(31)		647		(2)				(2,241)		(24)		19		155		(14)		413		(971)		3		(13)		39		29		6		11		181		7		140		(215)		(610)		131		1,339		(109)		95		3		(1)		(1)		(78)		240		21		72		158		(3,622)		234		(237)		(232)		182		150		4		4		(93)		1		1		3		267		6		4		(5)		(32)		0		(27)		35		2		(3)		(51)		(1,004)		991				(2,049)		(291)		(1,883)		284		-84

		22		Operating Taxes - Fed						15,377		13,358		13,849		17,442		13,472		2,185		(36,355)		23,609		8,934		8,266		12,004		(18,786)		15,546		20,091		14,433		15,988		5,424		13,685		9,500		12,491		14,896		12,591		4,926		12,605		16,304		12,221		18,674		21,058		21,377		18,719		13,516		25,046		16,377		21,775		18,992		23,257		8,398		6,546		12,177		21,222		23,552		18,646		10,240		70,123		22,535		25,539		19,772		26,774		48,065		46,224		(10,009)		31,603		25,592		30,831		26,909		33,906		26,724		28,029		26,397		7,926				73,355		152,176		227,316		265,524		322,197

		23		Operating Taxes - St/Lcl						4,458		4,140		4,000		1,682		3,697		960		(9,794)		6,803		2,567		6,424		3,611		(7,882)		4,497		5,767		3,837		4,507		1,735		3,904		2,747		3,575		3,565		3,618		4,697		2,995		4,740		4,868		5,355		6,015		6,269		5,355		4,013		7,085		4,741		6,237		5,263		5,700		3,023		2,476		3,797		6,226		7,251		6,417		2,272		15,181		6,065		6,897		3,959		6,919		8,897		8,656		5,156		8,536		6,843		9,199		6,786		9,853		7,394		7,757		7,303		3,821				20,666		45,444		65,641		70,483		90,201

		24		Operating Taxes - Other						3,076		3,102		3,107		3,063		3,055		3,144		3,102		3,092		3,577		4,839		3,026		4,149		3,536				7,194		3,584		3,680		3,516		3,466		3,406		5,603		3,580		3,578		3,325		3,457		3,486		3,702		3,362		3,769		3,608		3,281		(728)		20,302		3,328		3,915		3,556		3,620		3,621		3,558		3,345		3,264		3,300		3,302		2,205		3,655		3,296		3,343		2,943		2,733		2,913		2,740		3,043		3,343		3,147		3,338		3,076		3,570		3,548		3,673		4567				40,332		44,468		55,038		39,452		39,691

		25		Total Operating Taxes						22,911		20,600		20,956		22,187		20,224		6,289		(43,047)		33,504		15,078		19,529		18,641		(22,519)		23,579		25,858		25,464		24,079		10,839		21,105		15,713		19,472		24,064		19,789		13,201		18,925		24,501		20,575		27,731		30,435		31,415		27,682		20,810		31,403		41,420		31,340		28,170		32,513		15,041		12,643		19,532		30,793		34,067		28,363		15,814		87,509		32,255		35,732		27,074		36,636		59,695		57,793		(2,113)		43,182		35,778		43,177		37,033		46,835		37,688		39,334		37,373		16,314				134,353		242,088		347,995		375,459		452,089

		26		Balance Net Revenue						34,859		36,935		30,077		44,214		35,431		(118,116)		103,502		26,621		30,174		28,212		36,324		(11,607)		37,717		46,983		36,451		39,215		22,563		36,302		28,848		34,250		28,366		36,299		31,560		5,313		41,189		44,772		39,206		43,288		43,997		38,976		45,760		53,339		38,464		48,868		43,333		61,901		34,550		31,148		41,566		51,855		57,036		47,208		32,225		83,792		49,214		55,441		44,739		51,737		32,171		44,289		103,677		66,506		56,426		64,408		57,187		76,320		56,572		61,856		56,406		40,478				276,626		383,867		543,093		580,511		716,296

		27		Telecom Plant in Service						5,712,217		5,773,209		5,770,761		5,718,357		5,755,646		5,868,944		5,815,729		5,838,519		5,874,244		5,868,595		5,735,558		7,396,552		6,282,793		6,290,692		6,297,483		6,313,588		6,393,421		6,329,272		6,449,152		6,500,549		6,542,753		6,493,142		6,562,439		6,111,934		6,487,907		6,559,865		6,581,407		6,635,337		6,648,959		6,518,822		6,452,599		5,898,088		6,465,996		6,573,827		6,686,291		5,901,638		6,615,323		6,701,176		6,583,997		7,043,891		6,953,208		7,064,569		8,212,835		8,424,272		8,402,249		8,353,347		8,494,098		8,498,600		8,508,352		8,508,352		5,368,359		7,546,894		10,224,922		5,543,772		8,257,911		10,980,513		8,371,900		8,409,769		8,542,699		10,723,030				5,927,361		6,380,602		6,450,878		7,612,297		8,415,539

		28		Prop Held for Future Use						21		22		21		21		22								1		72		71		53		76		76		76		75		76		75		77		77		78		77		78		69		76		77		77		77		77		76		217		212		75		2,786		2,742		3,893		3,856		3,906		3,838		4,245		5,147		5,957		6,830		7,161		6,906		3,606		3,661		3,643		3,352		3,677		3,810		3,786		4,888		5,080		5,152		5,141		5,164		5,660		5,196		6,624				25		76		865		4,896		4,794

		29		Tel Plant Acq Adj						(6)		(6)		(6)		(6)		(6)		(6)		(6)		(6)		(6)		(6)		(6)		(7)		(6)		(6)		(6)		(6)		(6)		(6)		(7)		(7)		(7)		(7)		(7)		(7)		(7)		(7)		(7)																		1								0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				(6)		(7)		(2)		0		0

		30		Working Cash						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		31		Materials & Supplies						7,246		11,005		10,664		9,277		8,761		9,079		9,022		7,568		7,157		12,408		11,240		8,678		8,042		8,066		9,729		9,146		9,051		10,335		10,216		10,054		9,240		8,247		8,278		10,233		7,188		6,530		7,072		7,774		7,435		7,380		7,994		8,152		7,070		6,973		8,187		5,646		7,088		7,102		7,083		6,570		6,409		5,836		5,356		5,562		5,567		3,111		3,427		31,219		23,254		23,258		45,527		22,199		16,511		14,407		14,315		13,853		12,551		12,164		10,993		9,043				9,342		9,220		7,282		7,861		18,173

		32		Depreciation Reserve						2,767,374		2,803,592		2,811,190		2,790,040		2,814,724		2,871,506		2,859,619		2,871,351		2,890,774		2,887,430		2,836,922		3,504,836		3,100,267		3,124,292		3,146,345		3,163,925		3,208,865		3,195,661		3,261,158		3,297,402		3,299,498		3,284,637		3,330,178		3,148,797		3,327,422		3,356,307		3,372,864		3,410,381		3,435,883		3,380,828		3,361,235		3,126,892		3,364,126		3,425,489		3,505,250		3,151,445		3,435,401		3,475,149		3,421,328		3,568,579		3,647,572		3,050,314		4,312,973		5,258,957		4,421,497		4,401,518		4,476,500		4,468,536		4,473,728		4,473,728		3,289,601		4,122,312		4,502,246		3,892,659		4,315,776		4,769,945		4,401,489		4,427,560		4,496,710		5,562,068				2,892,447		3,213,419		3,351,510		3,994,860		4,393,985

		33		Tax Reserve						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		34		Net Rate Base						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		35		Rate of Return						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a
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										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service																																																																																																																																0		0		0		0		0

		2		Access Revenue - Interstate																																																																																																																																0		0		0		0		0

		3		Access Revenue - Intrastate																																																																																																																																0		0		0		0		0

		4		Long Distance Services																																																																																																																																0		0		0		0		0

		5		Misc & Other																																		372,074		69,875		94,329		104,943		60,733		114,138		68,603		110,952		159,860		27,937		130,409		60,934		190,525		95,530		72,480		76,911		78,468		170,367		75,236		138,073		121,188		110,710		69,749		124,442		118,990		102,362		142,466		79,082		81,435		153,024		74,798		144,293		80,658		158,275		71,759		111,214		136,615		106,964		153,873		51,994		139,470		155,456		86,574		143,233		87,397		163,702				0		1,183,444		1,320,831		1,329,574		1,408,251

		6		Less:  Uncollectible																																		13,834		3,339		3,156		3,136		2,463		4,974		2,096		915		5,980		(7,159)		4,692		2,444		7,954		4,563		2,913		3,522		3,455		9,179		3,098		6,421		5,840		5,189		3,929		7,663		11,064		7,630		8,997		4,675		6,244		12,188		6,400		10,794		9,085		10,970		4,512		6,563		9,910		6,048		11,954		3,562		11,024		11,964		6,286		10,563		8,953		12242				0		32,734		59,270		99,639		103,581

		7		Total Operating Revenue						0		0		0		0		0		0		0		0		0		0		0		0		0		0		358,240		66,536		91,173		101,807		58,270		109,164		66,507		110,037		153,880		35,096		125,717		58,490		182,571		90,967		69,567		73,389		75,013		161,188		72,138		131,652		115,348		105,521		65,820		116,779		107,926		94,732		133,469		74,407		75,191		140,836		68,398		133,499		71,573		147,305		67,247		104,651		126,705		100,916		141,919		48,432		128,446		143,492		80,288		132,670		78,444		151,460				0		1,150,710		1,261,561		1,229,935		1,304,670

		8		Network Support																																																																																																																																0		0		0		0		0

		9		General Support																																		4,602		1,106		1,822		1,514		1,516		1,610		1,408		1,644		1,414		1,752																																																																												0		18,388		0		0		0

		10		Central Office																																																																																																																																0		0		0		0		0

		11		Information Orig/Term																																																																																																																																0		0		0		0		0

		12		Cable/Wire Facilities																																																																																																																																0		0		0		0		0

		13		Other Prop,Plant & Eqpt																																																																																																																																0		0		0		0		0

		14		Network Operations																																																																																																																																0		0		0		0		0

		15		Depreciation & Amortization																																		4,273		1,280		1,272		1,251		1,252		1,262		1,250		1,295		1,261		1,653		1,190		1,665		1,480		1,411		1,302		1,338		1,522		1,404		1,403		1,307		1,499		1,216		1,648		1,530		1,584		1,568		1,609		1,596		1,556		1,602		1,618		1,575		2,003		2,758		1,588		1,486		1,519		1,460		1,491		1,615		1,451		1,538		1,521		1,520		1,535		1,575				0		16,049		16,737		20,647		18,299

		16		Marketing																																																																																																														40,895		23,270		44,855														0		0		0		0		109,020

		17		Customer Services																																		131,960		33,733		32,789		42,420		26,705		39,480		26,776		42,040		56,878		16,489		46,326		33,349		55,297		40,681		32,761		30,656		37,159		51,878		35,951		37,554		45,948		43,531		32,160		42,316		41,240		35,309		43,375		34,688		35,997		48,441		27,929		44,235		34,834		28,441		29,316		33,838		37,343		33,670								44,240		27,872		37,243		36,955		54,299				0		449,270		491,091		448,965		334,776

		18		Executive & Planning																																																																																																																																0		0		0		0		0

		19		General & Administrative																																		95		20		(3)		1,026		274		(1,245)		18		18		18		1,646																																																																												0		1,867		0		0		0

		20		Total Operating Expenses						0		0		0		0		0		0		0		0		0		0		0		0		0		0		140,930		36,139		35,880		46,211		29,747		41,107		29,452		44,997		59,571		21,540		47,516		35,014		56,777		42,092		34,063		31,994		38,681		53,282		37,354		38,861		47,447		44,747		33,808		43,846		42,824		36,877		44,984		36,284		37,553		50,043		29,547		45,810		36,837		31,199		30,904		35,324		38,862		35,130		42,386		24,885		46,306		45,778		29,393		38,763		38,490		55,874				0		485,574		507,828		469,612		462,095

		21		Other Inc & Exp - Net																																		(1,983)		4,707		754		687		735		707		661		685		749		613		(814)		(838)		(893)		(1,294)		(4,059)		(1,136)		(1,089)		(873)		1,055		(3,377)		(1,634)		13,878		(3)				6		(14)		(14)		6		(4)		(342)		0		(1)		64		8		(4)		(115)		(42)		(41)		(138)		133		(105)		(10)		(11)		(95)		0		(594)				0		8,315		(1,074)		(294)		(1,022)

		22		Operating Taxes - Fed																																		69,111		9,496		17,584		17,654		9,101		21,734		11,738		20,710		30,074		1,643		24,824		7,217		39,524		15,284		10,932		10,766		13,241		33,868		11,111		28,810		21,125		19,435		9,826		23,024		20,950		18,494		28,136		12,087		12,049		28,953		12,489		28,265		10,738		37,332		11,630		21,996		28,016		21,299		31,541		7,420		26,129		31,072		16,220		29,944		12,073		30,311				0		208,845		236,137		242,343		267,651

		23		Operating Taxes - St/Lcl																																		19,193		2,656		4,842		4,891		2,521		6,022		3,254		5,738		8,332		587		6,877		2,000		10,951		4,234		3,029		2,983		3,668		9,383		3,078		7,982		5,852		5,397		2,722		6,378		4,766		4,767		7,252		3,116		3,106		7,463		3,221		7,289		4,252		9,626		3,221		6,092		7,761		5,900		8,736		2,055		7,237		8,606		4,493		8,294		5,203		8,397				0		58,036		65,434		63,958		75,995

		24		Operating Taxes - Other																																		685		149		540		276		219		188		266		186		200		306		343		174		185		221		221		243		178		(251)		177		201		183		(550)		157		162		170		192		152		152		152		135		110		187		(24)		189		197		197		197		(1,149)		124		197		197		197		197		197		197		197				0		3,015		1,325		1,734		945

		25		Total Operating Taxes						0		0		0		0		0		0		0		0		0		0		0		0		0		0		88,989		12,301		22,966		22,821		11,841		27,944		15,258		26,634		38,606		2,536		32,044		9,391		50,660		19,739		14,182		13,992		17,087		43,000		14,366		36,993		27,160		24,282		12,705		29,564		25,886		23,453		35,540		15,355		15,307		36,551		15,820		35,741		14,966		47,147		15,048		28,285		35,974		26,050		40,401		9,672		33,563		39,875		20,910		38,435		17,473		38,905				0		269,896		302,896		308,035		344,591

		26		Balance Net Revenue						0		0		0		0		0		0		0		0		0		0		0		0		0		0		126,338		22,803		33,081		33,462		17,417		40,820		22,458		39,091		56,452		11,633		45,343		13,247		74,241		27,842		17,263		26,267		18,156		64,033		21,473		52,421		39,107		50,370		19,304		43,369		39,222		34,388		52,931		22,774		22,327		53,900		23,031		51,947		19,834		68,967		21,291		40,927		51,827		39,695		58,994		14,008		48,472		57,829		29,974		55,377		22,481		56,087				0		403,555		449,763		451,994		496,962

		27		Telecom Plant in Service																																		143,647		143,700		144,140		144,537		145,114		145,753		146,340		146,368		146,696		156,848		156,872		156,655		156,753		156,658		159,139		160,711		160,486		161,427		162,823		161,802		160,889		178,142		155,321		155,160		154,509		154,551		152,839		153,456		153,400		152,595		152,607		152,617		152,277		156,756		176,419		175,918		175,749		175,448		173,253		173,418		172,950		174,375		174,701		173,890		175,530		179,029				0		121,929		161,030		153,841		175,057

		28		Prop Held for Future Use

		29		Tel Plant Acq Adj

		30		Working Cash																																		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		31		Materials & Supplies																																		401		411		438		348		344		397		553		641		667		559		538		504		526		472		437		477		1,028		1,051		457		514		519		607		711		708		520		592		505		427		499		370		266		556		(205)		0		0		0		0		0		0		0		0														0		397		594		412		0

		32		Depreciation Reserve																																		103,162		104,442		105,713		106,933		108,183		109,430		110,643		111,652		112,505		113,908		102,088		116,545		117,767		118,331		119,621		120,324		120,591		121,564		122,995		123,548		121,092		135,063		119,691		121,221		122,609		124,136		124,332		125,924		127,403		128,445		130,056		131,623		133,290		136,020		137,603		138,688		140,083		141,528		140,788		142,247		142,766		144,154		145,451		146,010		147,545		147,853				0		90,548		119,961		127,062		142,893

		33		Tax Reserve						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		34		Net Rate Base						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a

		35		Rate of Return						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a														n/a		n/a		n/a		n/a		n/a





Sheet1

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																																																																				Total		Total		Total		Total		Total

										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service						343,658		333,820		339,470		343,429		346,220		390,227		379,833		362,701		375,276		379,021		360,032		328,869		373,488		364,544		380,001		391,772		386,118		374,440		412,157		387,502		407,298		403,022		563,930		409,627		413,735		402,225		412,039		405,345		407,636		421,489		411,507		411,029		435,968		421,828		414,806		407,568		399,040		397,034		413,201		362,449		405,055		402,641		405,078		398,858		397,837		408,847		404,649		380,835		393,104		385,349		397,126		395,564		392,720		385,739		398,132		401,465		403,211		396,507		390,449		402,468				4,282,556		4,853,899		4,965,175		4,775,524		4,741,834

		2		Access Revenue - Interstate						(1)		1		0		0		1		1		1		0		0		0		1		(1)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				3		0		0		0		0

		3		Access Revenue - Intrastate						60,800		65,621		59,906		63,231		59,034		93,551		64,512		65,270		63,714		64,406		62,322		67,190		61,911		56,224		62,197		64,205		60,948		63,475		64,685		63,640		58,352		63,375		82,248		60,151		62,537		60,415		62,650		61,611		60,764		67,420		66,432		68,783		67,940		76,827		69,911		72,638		70,292		71,297		76,156		69,835		70,280		73,940		74,561		75,895		73,086		76,125		72,793		73,166		72,888		70,142		77,563		81,584		79,310		70,823		75,740		76,995		77,073		76,037		75,020		76,877				789,557		761,411		797,928		877,426		910,052

		4		Long Distance Services						109,930		95,717		98,836		96,953		99,967		98,159		98,121		101,070		97,569		100,249		87,476		88,359		98,240		100,853		104,472		103,642		97,631		96,494		103,683		105,497		101,981		99,775		90,133		91,220		90,308		82,381		91,736		94,053		87,573		89,971		90,143		85,318		76,698		83,457		86,230		79,336		81,560		78,898		77,696		72,891		83,004		76,552		73,320		78,083		72,721		74,952		71,243		68,215		76,372		64,802		72,234		72,851		69,844		72,037		71,549		73,752		69,326		70,593		65,425		64,936				1,172,406		1,193,621		1,037,204		909,135		843,721

		5		Misc & Other						165,445		137,480		207,818		129,523		167,276		117,594		80,342		186,311		137,711		189,899		221,208		180,777		208,383		179,674		160,803		134,856		160,469		184,265		113,828		183,677		144,962		178,444		72,946		93,254		180,077		114,150		262,821		165,871		150,338		153,428		160,529		242,875		154,487		204,176		230,840		221,881		223,898		240,968		243,489		271,014		298,732		229,335		232,700		340,380		233,435		345,543		259,806		334,562		271,805		269,678		296,323		267,947		312,630		202,259		300,595		327,331		240,176		299,642		249,292		703,611				1,921,384		1,815,561		2,241,473		3,253,862		3,741,289

		6		Less:  Uncollectible						21,966		17,245		15,481		15,854		11,700		60,386		16,255		18,909		17,224		16,608		21,933		4,115		20,442		19,713		11,416		15,940		15,455		15,664		13,542		15,350		15,254		17,883		16,723		3,672		14,718		13,112		18,950		15,683		13,602		14,139		14,717		20,976		13,740		17,592		16,393		33,687		14,229		17,690		21,468		18,471		18,253		14,817		13,895		21,678		15,525		23,825		21,883		29,996		16,762		21,113		26,559		21,608		28,983		39,812		24,868		27,735		25,208		28,844		22,710		51,494				237,676		181,054		207,309		231,730		335,696

		7		Total Operating Revenue						657,866		615,394		690,549		617,282		660,798		639,146		606,554		696,443		657,046		716,967		709,106		661,079		721,580		681,582		696,057		678,535		689,711		703,010		680,811		724,966		697,339		726,733		792,534		650,580		731,939		646,059		810,296		711,197		692,709		718,169		713,894		787,029		721,353		768,696		785,394		747,736		760,561		770,507		789,074		757,718		838,818		767,651		771,764		871,538		761,554		881,642		786,608		826,782		797,407		768,858		816,687		796,338		825,521		691,046		821,148		851,808		764,578		813,935		757,476		1,196,398				7,928,230		8,443,438		8,834,471		9,584,217		9,901,200

		8		Network Support						715		772		871		975		804		802		797		858		725		806		829		801		814		777		631		1,045		4,042		(1,728)		1,675		1,705		1,530		1,763		3,278		1,588		299		1,296		890		873		869		1,114		1,215		1,552		1,203		1,028		1,178		1,445		413		1,753		1,086		866		177		2,751		435		3,076		(583)		2,257		(3,646)		(567)		(1,846)		(714)		919		71		1,255		3,786		(98)		(1,459)		(981)		518		882		602				9,755		17,120		12,962		8,018		2,935

		9		General Support						26,456		27,807		27,303		27,097		30,042		32,918		30,986		34,468		35,298		30,042		27,711		42,440		25,390		25,132		27,668		23,406		23,320		27,483		31,594		26,500		24,366		29,555		23,567		34,079		21,509		23,551		26,553		28,990		25,438		23,095		26,994		27,019		25,980		32,264		34,855		42,369		6,099		103,018		30,816		41,675		47,694		37,648		44,792		23,897		28,309		21,941		39,408		105,768		49,268		49,981		46,658		43,863		52,756		38,120		49,610		40,926		70,215		49,678		49,479		93,789				372,568		322,060		338,617		531,065		634,343

		10		Central Office						32,382		25,458		22,507		24,471		25,882		28,927		35,678		29,867		30,573		49,749		33,055		66,431		22,910		26,432		26,054		24,908		23,779		25,731		29,075		24,632		26,786		34,819		24,108		37,751		19,562		19,359		29,987		19,761		27,056		24,589		43,265		31,154		29,183		25,509		28,115		84,904		17,795		7,597		15,433		22,819		19,633		23,306		19,495		62,320		25,686		18,589		25,888		18,999		22,775		23,061		30,783		22,503		23,549		28,556		21,310		25,518		21,867		25,489		28,650		19,460				404,980		326,985		382,444		277,560		293,521

		11		Information Orig/Term						16,672		17,528		13,199		11,500		12,036		12,733		12,819		14,058		14,500		16,699		16,310		17,101		16,109		16,415		15,302		19,227		14,144		15,542		15,872		14,675		19,135		21,782		21,305		27,154		27,764		24,381		29,346		33,561		26,913		25,915		30,467		29,609		30,921		35,928		39,328		61,396		38,507		45,069		49,314		41,667		57,405		83,210		42,066		34,483		33,495		31,190		23,187		41,326		26,100		17,320		20,649		17,834		19,157		27,084		20,291		23,282		17,738		18,957		15,334		385,149				175,155		216,662		395,529		520,919		608,895

		12		Cable/Wire Facilities						45,187		47,567		41,391		33,247		30,984		37,660		37,015		39,179		37,967		41,461		40,167		58,216		45,590		49,661		44,253		39,936		32,128		36,368		36,659		31,312		32,258		34,835		34,003		38,700		42,568		36,080		39,744		35,615		33,947		35,709		35,485		37,909		37,868		44,762		44,469		39,986		57,655		55,557		54,924		42,714		44,726		43,619		36,899		30,848		41,571		40,917		42,679		34,809		43,496		42,213		48,824		38,020		38,783		37,931		36,663		39,670		37,682		36,761		41,580		28,955				490,041		455,703		464,142		526,918		470,578

		13		Other Prop,Plant & Eqpt						0		0		0		(10)		(5)		(6)		(5)		(5)		0		(9)		(4)		(5)		(4)		(5)		0		(5)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		3,229		(765)		(775)		(762)		0		2,312		(6,425)		2,709		5,580		(843)		(118)		(891)		(249)		(664)		(366)		268		310		(105)		177		(110)		85		74		110		164		-53				(49)		(14)		3,229		(227)		-110

		14		Network Operations						54,361		62,714		56,102		64,271		61,872		62,594		66,321		63,275		65,391		73,858		60,404		89,839		59,773		73,986		52,930		64,403		34,727		67,135		61,947		54,977		62,053		62,041		83,263		91,765		71,500		66,002		80,942		63,802		70,734		74,615		75,390		82,993		55,601		75,461		62,010		110,447		45,532		68,373		80,375		70,675		84,924		66,844		80,506		98,189		71,425		74,744		70,357		85,291		78,985		74,798		61,869		71,396		77,006		67,330		78,169		77,768		76,606		77,550		76,198		61,844				781,002		769,000		889,497		897,235		879,519

		15		Depreciation & Amortization						131,671		138,377		139,856		139,745		141,381		153,514		170,375		147,376		149,077		138,835		147,552		140,111		147,715		150,374		126,180		141,401		141,091		141,576		141,559		163,480		135,083		136,054		135,571		131,832		172,668		174,121		175,768		177,728		178,004		179,100		180,510		184,086		181,877		181,868		181,940		73,166		176,050		180,121		173,631		174,979		184,218		176,859		170,206		172,051		171,503		173,089		170,808		154,097		176,068		176,848		169,571		175,878		178,236		176,446		178,542		180,624		180,298		200,289		183,780		171,720				1,737,870		1,691,916		2,040,836		2,077,612		2,148,300

		16		Marketing						31,418		36,240		46,880		45,748		45,940		53,198		55,195		51,593		50,569		44,320		60,075		94,890		50,534		42,438		8,068		28,798		30,965		35,594		40,626		41,442		29,928		30,805		23,927		84,164		25,864		33,473		31,477		30,107		25,517		27,281		30,153		22,798		37,012		45,744		35,487		56,796		28,476		35,319		42,423		41,193		50,066		61,397		47,744		72,609		59,946		67,523		58,759		66,324		47,591		47,309		72,942		51,071		66,657		70,461		85,919		37,646		27,655		44,300		45,300		25,263				616,066		447,289		401,709		631,779		622,114

		17		Customer Services						114,701		107,107		129,033		113,590		118,755		218,907		98,677		144,495		134,081		130,413		145,896		124,614		137,390		130,737		87,994		112,632		110,331		127,430		107,975		110,775		104,397		116,471		136,354		110,117		132,207		120,081		147,594		127,270		119,977		123,380		124,494		136,503		123,688		141,267		138,128		146,178		97,614		139,326		123,259		126,064		134,510		134,761		132,128		137,272		127,203		133,204		119,831		150,022		120,908		115,736		121,508		117,483		84,523		95,070		82,268		163,771		120,484		122,838		121,137		131,844				1,580,269		1,392,603		1,580,767		1,555,194		1,397,570

		18		Executive & Planning						4,135		4,539		3,212		3,638		5,793		8,349		35,504		3,126		(4,058)		5,274		3,085		10,092		3,656		7,807		694		2,894		1,936		2,149		5,007		1,282		1,840		2,260		1,709		7,714		-814		1,962		2,717		1,217		2,373		1,874		2,447		1,919		1,611		3,826		2,122		9,502		(2,974)		(1,361)		(496)		1,345		2,088		4,004		2,544		7,689		(1,117)		1,405		968		6,417		1,910		1,313		599		1,429		1,688		1,292		1,237		1,300		1,119		901		14		471				82,689		38,948		30,756		20,512		13,273

		19		General & Administrative						59,567		66,672		73,971		74,967		62,592		386,981		(103,013)		255,895		80,547		80,556		89,899		221,602		73,586		70,723		75,518		72,063		63,814		72,213		64,984		68,333		65,896		63,553		69,507		47,890		72,929		68,752		57,964		81,466		74,839		74,946		89,418		75,117		75,144		93,516		101,113		157,906		22,968		106,912		96,379		52,097		82,293		105,943		86,465		66,934		(5,436)		80,809		51,091		69,408		56,136		27,818		55,074		42,805		101,333		65,274		48,171		54,271		70,796		89,591		59,278		82366				1,350,236		808,080		1,023,110		815,863		752,913

		20		Total Operating Expenses						517,265		534,781		554,325		539,239		536,076		996,577		440,349		784,185		594,670		612,004		624,979		866,132		583,463		594,477		465,292		530,708		480,277		549,493		536,973		539,113		503,272		533,938		556,592		612,754		586,056		569,058		622,982		600,390		585,667		591,618		639,838		630,659		600,088		681,173		668,745		787,324		487,370		740,909		666,382		616,094		710,046		733,917		665,989		714,948		551,159		645,550		598,439		731,645		620,727		575,317		629,664		582,663		644,838		611,527		601,972		643,402		623,553		666,982		621,796		1,001,410				7,600,582		6,486,352		7,563,598		7,862,448		7,823,851

		21		Other Inc & Exp - Net						51		168		2,470		(409)		91		(2,560)		(86)		85		630		(17)		2,242		(18,072)		498		700		(3,081)		4,805		760		716		945		746		1,130		335		(1,121)		1,429		1,869		(1,203)		(668)		(1,034)		(4,063)		(1,018)		(1,333)		4		1,221		(3,082)		(1,100)		18,573		(285)		218		252		322		(308)		(18)		(12)		(226)		148,959		(148,969)		73		(30)		117		(43)		(278)		111		(137)		264		(277)		(20)		2		160		5,522		-6,076				(15,407)		7,862		8,166		(24)		(655)

		22		Operating Taxes - Fed						28,802		9,129		26,571		6,922		23,050		(185,964)		95,276		(55,901)		1,012		18,484		1,585		(87,749)		26,137		6,274		56,799		27,106		47,890		35,994		28,199		43,476		69,354		44,750		59,722		28,996		30,993		(22,257)		44,860		21,007		19,443		23,779		(10,931)		28,355		29,967		8,208		22,722		7,785		73,671		(12,875)		26,214		(2,903)		20,410		(8,833)		15,270		10,876		94,106		5,463		44,182		(10,712)		14,599		24,851		78,277		50,447		37,674		4,879		51,037		49,855		24,073		31,908		26,462		90,204				(118,783)		474,697		203,931		254,869		484,266

		23		Operating Taxes - St/Lcl						8,770		5,031		8,452		7,402		8,910		(49,352)		28,522		(13,359)		2,761		3,474		2,367		(27,287)		10,850		10,570		13,904		13,157		18,691		15,587		13,436		17,837		16,727		15,506		24,130		(10,884)		8,303		9,997		16,509		10,021		9,589		10,922		10,982		14,636		13,560		9,048		12,284		(29,305)		24,987		3,848		9,997		11,012		11,026		2,694		11,171		13,290		32,589		7,717		15,389		9,416		14,607		17,171		19,890		20,324		16,806		9,035		18,703		19,462		12,784		16,486		15,296		22,115				(14,309)		159,511		96,546		153,136		202,679

		24		Operating Taxes - Other						11,633		12,024		11,582		11,637		11,521		24,049		11,796		12,892		13,336		9,939		11,507		11,506		11,808		15,584		7,987		11,809		12,181		12,005		11,658		11,640		11,693		11,652		11,674		11,963		11,816		11,657		11,633		11,623		11,482		11,922		11,275		14,832		(6,897)		11,327		10,603		12,190		11,089		11,191		11,233		11,332		11,305		11,160		9,347		10,354		10,417		9,391		9,138		8,201		8,678		9,237		9,503		2,856		10,045		10,086		10,717		9,922		11,512		11,339		11,548		10977				153,422		141,654		123,463		124,158		116,420

		25		Total Operating Taxes						49,205		26,184		46,605		25,961		43,481		(211,267)		135,594		(56,368)		17,109		31,897		15,459		(103,530)		48,795		32,428		78,690		52,072		78,762		63,586		53,293		72,953		97,774		71,908		95,526		30,075		51,112		(603)		73,002		42,651		40,514		46,623		11,326		57,823		36,630		28,583		45,609		(9,330)		109,747		2,164		47,444		19,441		42,741		5,021		35,788		34,520		137,112		22,571		68,709		6,905		37,884		51,259		107,670		73,627		64,525		24,000		80,457		79,239		48,369		59,733		53,306		123,296				20,330		775,862		423,940		532,163		803,365

		26		Balance Net Revenue						91,447		54,597		92,089		51,673		81,332		(148,724)		30,525		(31,289)		45,897		73,049		70,910		(119,595)		89,820		55,377		148,994		100,560		131,432		90,647		91,490		113,646		97,423		121,222		139,295		9,180		96,640		76,401		113,644		67,122		62,465		78,910		61,397		98,551		85,856		55,858		69,940		(11,685)		163,159		27,652		75,500		122,505		85,723		28,695		69,975		121,844		222,242		64,552		119,533		88,202		138,913		142,239		79,075		140,159		116,021		55,783		138,442		129,147		92,658		87,380		87,896		65,616				291,911		1,189,086		855,099		1,189,582		1,273,329

		27		Telecom Plant in Service						21,496,618		21,530,608		21,690,880		21,875,348		22,007,087		22,039,266		22,331,732		22,514,739		22,548,989		22,681,296		23,001,048		21,469,299		22,695,060		22,819,919		22,218,442		22,300,480		22,297,946		22,511,564		22,514,535		22,600,844		22,425,862		22,562,627		22,590,718		23,196,948		22,977,309		22,992,784		23,082,419		23,164,448		23,307,601		23,491,549		23,704,620		24,290,614		23,858,314		23,911,562		24,005,799		24,644,459		23,768,528		23,780,513		24,042,225		23,642,071		23,902,191		23,944,760		22,987,892		22,961,093		23,175,014		23,455,959		23,399,319		23,624,077		23,841,912		24,008,478		27,302,964		25,320,943		22,845,923		27,691,870		25,207,985		22,692,871		25,483,988		25,641,439		25,668,072		23,615,776				22,098,909		22,561,245		23,619,307		23,556,971		24,943,519

		28		Prop Held for Future Use						82		81		82		82		81		52		1		2		1		93		258		276		253		253		253		254		253		254		257		257		256		257		256		265		258		257		257		257		257		258		815		820		259		9,579		9,289		13,498		13,535		14,220		14,287		13,923		17,330		19,595		18,722		18,391		18,646		9,915		9,860		9,878		10,169		11,157		11,024		11,315		14,717		15,038		15,324		15,335		15,312		16,810		15,129		15,197				91		255		2,984		14,859		13,877

		29		Tel Plant Acq Adj						(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(20)		(21)		(21)		(21)		(21)		(21)		(21)		(26)		(26)		(26)		(26)		(26)		(26)		(26)		(26)		(26)		0		0		0		0		0		0		0		0		(1)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		0		0				(21)		(23)		(6)		0		0

		30		Working Cash						569,744		622,660		654,582		595,644		635,711		686,478		720,311		765,913		803,878		590,718		588,322		558,697		551,306		553,011		524,487		564,897		545,589		532,109		547,049		529,109		539,912		547,305		544,421		521,544		515,774		506,426		489,921		488,042		484,618		487,537		470,739		459,062		440,655		424,923		408,496		396,639		387,880		397,740		419,786		410,038		408,412		411,098		425,076		425,731		426,798		430,817		420,630		436,563		387,880		458,305		515,757		459,883		460,229		462,496		462,316		673,989		536,796		482,156		525,363		477,897				558,697		521,544		396,639		436,563		477,897

		31		Materials & Supplies						25,759		29,747		38,272		39,113		39,347		38,625		42,426		45,109		42,077		45,677		55,137		51,204		38,739		40,681		39,163		35,696		36,529		41,065		38,468		37,607		35,197		31,130		30,583		27,204		26,247		23,811		26,702		29,240		27,657		30,111		33,494		35,102		27,919		28,326		35,750		30,739		34,940		27,413		29,560		34,417		34,574		35,107		35,378		35,193		32,319		28,226		28,217		97,940		110,520		110,537		77,848		74,191		58,524		60,532		56,345		54,193		50,252		49,523		46,341		37,576				41,041		36,005		29,592		37,773		65,532

		32		Depreciation Reserve						9,251,930		9,256,064		9,353,899		9,463,566		9,539,746		9,588,368		9,680,579		9,740,221		9,790,889		9,830,546		9,975,414		9,402,285		9,950,130		10,071,683		10,102,747		10,203,945		10,229,157		10,393,881		10,454,339		10,574,326		10,430,152		10,512,818		10,583,545		10,825,373		10,811,868		10,919,625		11,032,854		11,161,965		11,346,460		11,450,773		11,636,078		11,898,658		11,793,078		11,899,334		12,081,714		12,084,862		11,808,574		11,925,986		12,124,669		12,051,962		12,103,510		12,865,215		11,805,543		11,024,615		12,049,901		12,231,182		12,279,440		12,431,445		12,616,919		12,796,456		14,120,802		13,477,815		13,274,808		14,049,900		13,823,913		13,565,343		14,138,428		14,321,124		14,440,593		13,526,818				9,572,792		10,361,008		11,509,773		12,058,503		13,679,410

		33		Tax Reserve						2,375,384		2,374,126		2,374,986		2,378,687		2,378,747		2,377,249		2,378,754		2,381,439		2,382,533		2,383,248		2,384,910		1,716,401		2,305,240		2,273,266		2,295,880		2,304,272		2,227,155		2,223,376		2,219,167		2,184,190		2,159,749		2,159,749		2,171,144		2,168,496		2,303,421		2,286,090		2,279,566		2,284,709		2,280,606				2,258,074		2,335,060		2,233,624		2,321,993		2,205,635		2,094,307		2,224,604		2,187,066		2,269,056		2,215,903		2,193,103		2,133,165		2,017,114		1,953,127		1,995,056		2,010,541		178,557		3,780,828		2,048,821		2,059,779		1,788,596		1,974,421		2,009,132		1,958,002		1,985,634		2,010,673		1,990,228		1,988,974		1,946,795		1565933				2,323,872		2,224,307		2,263,936		2,096,510		1,943,916

		34		Net Rate Base						10,464,868		10,552,885		10,654,910		10,667,913		10,763,712		10,798,783		11,035,116		11,204,082		11,221,502		11,103,969		11,284,420		10,960,770		11,029,967		11,068,894		10,383,697		10,393,089		10,423,984		10,467,714		10,426,777		10,409,275		10,411,300		10,468,726		10,411,263		10,752,066		10,404,273		10,317,537		10,286,853		10,235,313		10,193,067		12,558,682		10,315,516		10,551,880		10,300,445		10,153,063		10,171,985		10,906,165		10,171,705		10,106,834		10,112,133		9,832,584		10,065,894		9,412,180		9,644,411		10,462,666		9,607,820		9,683,194		11,400,029		7,956,185		9,684,741		9,732,242		11,998,195		10,414,096		8,095,453		12,222,034		9,932,423		7,860,372		9,957,692		9,879,830		9,867,517		9,053,695				10,802,053		10,533,711		10,274,807		9,891,153		9,877,499

		35		Rate of Return						10.49%		6.21%		10.37%		5.81%		9.07%		-16.53%		3.32%		-3.35%		4.91%		7.89%		7.54%		-13.09%		9.77%		6.00%		17.22%		11.61%		15.13%		10.39%		10.53%		13.10%		11.23%		13.90%		16.06%		1.02%		11.15%		8.89%		13.26%		7.87%		7.35%		7.54%		7.14%		11.21%		10.00%		6.60%		8.25%		-1.29%		19.25%		3.28%		8.96%		14.95%		10.22%		3.66%		8.71%		13.97%		27.76%		8.00%		12.58%		13.30%		17.21%		17.54%		7.91%		16.15%		17.20%		5.48%		16.73%		19.72%		11.17%		10.61%		10.69%		8.70%				2.70%		11.29%		8.32%		12.03%		12.89%





Adjusted RO

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																		same		same																																																Total		Total		Total		Total		Total

										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service										19		13		13		13		31,544		19,493		22,058		12,511		21,972		19,343		17,012		13,269		13,468		17,576		17,239		15,053		15,463		14,710		14,663		16,598		206,251		31,151		33,874		29,883		31,066		31,752		32,169		33,740		35,367		35,768		31,859		33,402		33,742		34,881		33,125		33,125		(21,897)		(25,805)		725		15,190		4,715		7,428		7,348		7,210		7,210		7,210		7,210		7,210		7,210		7,210		7,210		7,210		7,210		5,331		(7,676)		5,696		5,405		5,385				126,979		392,453		397,503		75,584		64,611

		2		Access Revenue - Interstate																																																																																				0		0		0		0		0		0		200		200		(400)		0		0		0		0		0		0		0		0		0		0		0		0				0		0		0		0		0

		3		Access Revenue - Intrastate																																																																				225		225		224		173		169		85		85		430		214		331		394		542		352		347		455		455		455		455		455		455		455		455		455		455		455		(502)		112		96		(380)				0		0		1,016		4,145		2,966

		4		Long Distance Services																																																																594		1,815		1,073		1,252		1,020		1,089		1,065		659		659		8,006		11,270		11,488		(12,683)		2,631		3,758		3,745		3,739		3,554		3,554		3,554		3,554		3,554		3,554		3,554		3,554		3,554		5,748		335		3,352		3,366		3,131				0		0		7,908		40,380		40,810

		5		Misc & Other						20,605		22,295		23,110		29,605		43,549		43,323		17,865		52,809		35,906		48,770		50,808		62,210		49,509		54,289		(41,604)		25,418		24,904		24,447		28,721		28,013		32,722		34,352		(141,615)		18,916		13,800		15,375		24,383		22,741		18,100		19,179		23,740		18,876		23,721		14,744		25,226		22,034		20,160		20,160		41,117		69,490		42,646		35,637		31,793		40,191		37,126		32,297		39,523		56,529		35,058		21,009		42,228		30,545		29,577		27,516		17,794		15,030		15,859		14,912		11,516		393,863				450,855		138,072		241,919		466,669		654,907

		6		Less:  Uncollectible						397		371		423		656		700		3,536		2,559		1,560		2,581		4,011		4,565		2,257		4,020		4,013		(6,223)		505		738		770		791		1,375		2,518		789		739		723		1,059		1,228		1,641		1,888		1,063		1,166		1,236		1,469		417		1,296		863		17,638		2,580		2,580		(1,828)		1,659		1,391		987		831		834		1,207		1,157		1,959		2,753		1,048		1,119		1,637		1,584		1,813		2,941		1,055		1,082		715		1,275		(836)		-10131				23,616		10,758		30,964		16,110		3,302

		7		Total Operating Revenue						20,208		21,924		22,706		28,962		42,862		39,800		46,850		70,742		55,383		57,270		68,215		79,296		62,501		63,545		(21,913)		42,489		41,405		38,730		43,393		41,348		44,867		50,161		63,897		49,344		46,615		44,030		53,808		52,605		49,206		52,347		59,686		54,473		56,640		48,094		59,367		40,511		51,449		51,449		29,484		53,510		53,799		37,551		38,850		50,895		47,359		42,744		48,983		64,595		45,229		31,109		51,810		40,180		38,983		35,794		27,958		25,482		7,301		22,797		21,219		412,130				554,218		519,767		617,382		570,668		759,992

		8		Network Support						43		4		(14)		21		46		44		43		42		54		56		46		85		47		51		37		57		43		42		22		25		11		16		16		(141)		0		12		7		10		11		32		79		31		31		23		31		41		26		26		206		86		(57)		(117)		(265)		361		(136)		259		(460)		679		(69)		(34)		7		6		28		77		1		(29)		(12)		12		(3)		40				470		226		308		608		24

		9		General Support						1,772		387		2,016		1,282		1,725		1,495		2,944		1,152		3,144		2,503		3,650		11,119		3,386		3,103		(1,884)		1,219		1,445		1,438		1,223		1,130		1,199		1,405		892		(876)		989		513		412		911		530		1,665		6,016		1,848		1,805		1,907		2,504		3,581		1,890		1,890		4,038		2,372		3,540		1,819		406		2,328		859		1,323		2,383		7,351		710		1,735		2,462		2,429		2,906		1,759		1,948		1,551		2,065		1,490		133		1,514				33,189		13,680		22,681		30,199		20,702

		10		Central Office						92		218		1		91		18		110		99		129		86		84		21		4,269		71		47		44		54		41		59		89		45		46		39		27		275		105		136		105		66		(1)		73		94		77		248		210		94		110		110		110		339		504		274		105		103		126		148		149		247		100		102		152		72		109		230		93		100		113		106		89		75		60				5,218		837		1,317		2,315		1,301

		11		Information Orig/Term						18		21		14		1,299		1,255		1,320		1,703		1,389		1,427		2,553		2,627		2,659		1,440		1,260		1,500		1,440		1,913		2,117		2,572		2,078		5,980		5,515		5,008		5,914		5,178		5,877		8,718		13,929		11,298		10,753		9,334		12,055		11,829		12,675		13,426		107,777		18,571		18,571		38,813		24,914		39,235		70,002		32,726		16,904		21,223		19,791		8,233		19,175		11,905		4,463		10,706		8,196		8,828		17,222		8,950		8,950		5,046		7,546		3,730		372,900				16,285		36,737		222,849		328,158		468,442

		12		Cable/Wire Facilities						50		37		(494)		29		37		42		474		602		254		185		117		62		79		2		2		2		1		1		3		125		102		50		105		556		85		129		91		8		21		1		(287)		(1)		3		2		3		3		5		5		(10)		2		1		0		0		0		0		0		14		(3)		0		0		0		0		0		0		0		0		0		0		0		0				1,395		1,028		58		14		0

		13		Other Prop,Plant & Eqpt																																																																												299		25		25		(50)		0		189		(675)		161		335		(116)		(4)		(112)		36		(15)		6		99		33		98		72		(3)		6		5		7		(4)		4				0		0		299		(186)		308

		14		Network Operations						1,580		1,229		2,248		4,093		3,205		5,105		4,447		4,564		7,021		17,160		4,190		27,715		6,303		8,561		(12,525)		962		537		877		891		674		666		1,181		6,652		6,802		7,630		1,324		12,365		(1,814)		5,953		6,505		7,109		10,167		6,011		9,953		(11,857)		7,591		5,078		5,078		2,720		4,671		5,512		1,704		2,639		2,840		2,321		2,322		1,838		2,600		2,004		1,463		2,810		2,413		2,640		2,403		4,182		2,138		1,738		2,565		1,299		4,415				82,557		21,581		60,937		39,323		30,070

		15		Depreciation & Amortization						2,590		3,343		4,186		4,179		5,739		13,919		33,735		11,026		12,356		2,375		9,870		12,531		10,697		10,043		(10,834)		3,345		3,239		3,102		2,759		2,648		1,403		3,265		2,778		1,566		2,245		2,340		2,472		2,493		2,475		3,795		9,041		4,469		4,379		4,371		4,473		1,091		3,637		3,637		(986)		2,239		3,693		2,147		2,639		2,108		2,052		2,146		2,195		2,168		1,605		1,722		2,798		1,987		1,820		1,781		1,884		1,715		1,706		1,788		764		762				115,849		34,011		43,644		27,675		20,332

		16		Marketing						13,047		16,929		17,951		18,008		21,180		27,110		25,257		29,820		27,380		23,708		25,896		40,965		26,903		28,022		(7,491)		16,330		17,723		15,695		22,113		21,679		14,497		24,184		5,978		21,905		6,245		6,948		10,194		6,991		4,891		7,931		5,201		4,017		10,537		7,937		8,062		11,988		7,578		7,578		11,991		5,934		9,741		11,233		9,275		1,904		(432)		9,715		7,684		19,754		4,978		5,483		8,380		7,210		3,679		5,187		4,179		3,798		10,663		11,709		7,715		5,338				287,251		207,538		90,942		101,955		78,319

		17		Customer Services						5,021		4,279		4,900		13,630		21,663		84,846		335		34,038		32,471		22,790		35,130		46,957		34,456		31,049		(25,786)		10,532		9,879		10,619		10,032		8,154		8,847		9,124		12,693		9,025		17,304		15,937		17,628		17,843		17,709		17,593		19,471		20,784		19,861		20,641		17,967		22,234		18,748		18,748		(6,332)		9,780		9,651		10,554		11,274		7,923		9,916		9,491		4,807		10,201		5,166		4,241		8,476		8,407		1,755		4,820		2,466		8,146		4,612		2,388		2,199		3,020				306,060		128,624		224,972		114,761		55,696

		18		Executive & Planning						133		223		80		(101)		1,292		(1,339)		31,465		670		(5,132)		(267)		364		2,230		1,301		5,912		(6,580)		95		91		199		89		(9)		432		298		73		(398)		64		98		249		72		104		205		408		171		158		309		179		846		239		239		(335)		222		242		389		412		302		(98)		262		183		732		184		59		144		9		(37)		(15)		(29)		(99)		4		63		(3,013)		75				29,618		1,503		2,863		2,789		-2,655

		19		General & Administrative						5,653		8,753		6,201		9,086		11,256		23,824		8,844		16,790		11,931		20,838		15,016		41,601		15,087		10,451		(7,566)		6,166		4,680		5,658		4,110		3,629		3,206		4,033		3,952		(2,710)		6,986		9,886		(289)		13,796		9,032		10,545		27,335		9,551		9,176		9,944		32,239		31,573		14,148		14,148		(10,079)		3,929		6,180		6,755		6,407		15,471		4,769		12,136		(8,141)		(4,532)		3,294		1,945		3,480		3,089		5,376		2,820		2,393		2,252		3,319		4,979		3,857		5019				179,793		50,696		169,774		61,191		41,823

		20		Total Operating Expenses						29,999		35,423		37,089		51,617		67,416		156,476		109,346		100,222		90,992		91,985		96,927		190,193		99,770		98,501		(71,083)		40,202		39,592		39,807		43,903		40,178		36,389		49,110		38,174		41,918		46,831		43,200		51,952		54,305		52,023		59,098		83,801		63,169		64,038		67,972		67,121		187,134		70,055		70,055		40,315		54,653		78,201		103,916		65,777		50,602		40,506		57,590		18,871		58,261		29,864		21,235		39,434		33,888		27,323		36,219		26,071		28,541		29,252		32,636		16,752		393,147				1,057,685		496,461		840,644		708,802		714,362

		21		Other Inc & Exp - Net										11		(181)		13		51		(4)		(1)		56		(100)		27		(12,335)		(80)		24		63						(8)		(1)				1		(16)				13		(124)		(7)		1		250		(1)		6		(15)		(2)		340		(1)		(2)		29		40		40		(86)		24		(13)		(1)		(1)		0		0		(491)		0		15		0		0		(5)		(1)		0		0		0		0		0		1		(195)		(7)				(12,463)		(4)		474		(473)		(207)

		22		Operating Taxes - Fed						(3,035)		(4,087)		(4,656)		(5,662)		(8,654)		(32,583)		(21,320)		(10,223)		(12,021)		(10,153)		(9,697)		(47,826)		(12,585)		(11,770)		16,444		781		328		(583)		(432)		212		2,689		126		8,064		2,292		(293)		76		415		(637)		(1,078)		(3,017)		(7,760)		(2,028)		(2,453)		(7,613)		(763)		(49,057)		(6,184)		(6,184)		(3,439)		(541)		(7,976)		(21,325)		(8,732)		(48)		2,007		(5,038)		9,457		1,935		4,800		3,047		3,800		1,975		3,619		(231)		507		(366)		(7,790)		(3,223)		1,432		5,879				(169,917)		5,566		(74,208)		(46,068)		13,449

		23		Operating Taxes - St/Lcl						(839)		(1,140)		(1,291)		(1,583)		(2,408)		(9,026)		(5,901)		(2,841)		(3,339)		(2,828)		(2,829)		(13,098)		(3,492)		(3,265)		4,552		150		87		(165)		100		56		742		31		2,231		479		(82)		19		113		(178)		(300)		(1,324)		(1,671)		(1,751)		(683)		(926)		(763)		(13,047)		(1,716)		(1,716)		(975)		(160)		(2,220)		(5,917)		(2,428)		(22)		548		(1,404)		2,611		530		1,325		839		1,043		541		997		(70)		134		(107)		(2,164)		(898)		398		1,653				(47,123)		1,506		(20,593)		(12,869)		3,691

		24		Operating Taxes - Other						118		280		133		235		260		390		338		217		296		314		281		402		309		384		175		243		279		261		257		230		292		285		234		102		235		247		236		231		233		424		578		278		261		274		276		322		300		300		10		245		228		191		171		174		317		159		186		40		137		143		146		(93)		140		137		140		121		133		136		(3)		206				3,264		3,051		3,595		2,321		1,343

		25		Total Operating Taxes						(3,756)		(4,947)		(5,814)		(7,010)		(10,802)		(41,219)		(26,883)		(12,847)		(15,064)		(12,667)		(12,245)		(60,522)		(15,768)		(14,651)		21,171		1,174		694		(487)		(75)		498		3,723		442		10,529		2,873		(140)		342		764		(584)		(1,145)		(3,917)		(8,853)		(3,501)		(2,875)		(8,265)		(1,250)		(61,782)		(7,600)		(7,600)		(4,404)		(456)		(9,968)		(27,051)		(10,989)		104		2,872		(6,283)		12,254		2,505		6,262		4,029		4,989		2,423		4,756		(164)		781		(352)		(9,821)		(3,985)		1,827		7,738				(213,776)		10,123		(91,206)		(56,616)		18,483

		26		Balance Net Revenue						(6,035)		(8,552)		(8,558)		(15,826)		(13,739)		(75,406)		(35,617)		(16,634)		(20,489)		(22,148)		(16,440)		(62,710)		(21,581)		(20,281)		28,062		1,113		1,119		(598)		(436)		672		4,756		593		15,194		4,566		(200)		481		1,093		(866)		(1,673)		(2,828)		(15,277)		(5,197)		(4,183)		(11,614)		(6,506)		(84,812)		(10,966)		(10,966)		(6,513)		(663)		(14,447)		(39,315)		(15,939)		189		3,981		(9,054)		17,858		3,844		9,103		5,845		7,382		3,868		6,904		(261)		1,106		(2,707)		(12,130)		(5,853)		2,445		11,238				(302,154)		13,179		(131,582)		(81,991)		26,940

		27		Telecom Plant in Service						299,918		345,312		383,314		590,762		764,378		736,905		1,030,954		958,614		1,056,114		1,129,618		1,223,648		1,362,005		1,202,240		1,221,958		524,205		488,403		491,317		488,543		432,535		422,242		468,107		486,938		423,259		89,405		468,472		461,006		452,103		447,173		439,872		641,259		1,283,428		635,231		657,463		632,539		644,033		683,405		620,498		620,498		(69,207)		441,514		442,614		374,802		379,045		378,533		365,565		376,789		390,826		309,080		323,043		336,913		311,071		306,338		279,677		276,594		293,414		266,339		270,434		268,578		(56,708)		153,055				823,462		561,596		620,498		385,880		252,396

		28		Prop Held for Future Use						1		1		1		2		2										1		1		3		1		1		1		1																(2)												1		26		26		1		19		15		222		26		26		517		213		254		261		262		261		245		139		139		117		107		118		110		105		123		122		132		117		120		129		(146)		52				1		0		26		205		91

		29		Tel Plant Acq Adj																(1)						(1)		(1)				(1)		(1)		(1)		(1)		(1)		(1)		(1)		(1)		(1)		(1)		(1)		(1)				(1)		(1)		(1)								(1)																1		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		(1)		0		0		0

		30		Working Cash						28,673		34,657		36,549		39,804		43,739		59,241		64,984		70,625		74,289		73,981		75,126		77,132		78,525		82,225		39,389		40,294		39,721		39,283		39,429		38,829		38,968		39,685		40,141		39,601		42,727		43,296		43,627		44,441		44,072		44,819		46,878		46,953		46,540		45,909		45,839		54,020		42,408		44,121		32,944		33,190		34,682		36,886		36,581		35,935		35,099		34,873		33,440		33,038		23,357		21,007		23,645		24,033		23,522		23,814		23,007		23,965		22,536		22,013		21,468		40,234				77,132		39,601		54,020		33,038		40,234

		31		Materials & Supplies						1,528		2,981		2,698		7,577		9,066		8,454		16,955		15,610		15,265		14,255		15,780		17,468		13,787		15,196		7,388		6,147		6,873		7,331		6,447		6,129		6,985		5,525		5,383		5,079		4,254		3,637		4,854		5,024		4,766		5,908		7,728		6,717		5,478		5,521		9,338		5,648		5,740		5,740		14,762		15,046		16,057		18,098		20,080		19,345		16,937		19,074		18,981		13,819		11,575		11,801		17,690		12,028		12,245		19,926		16,158		15,418		15,463		15,560		15,316		13,962				10,636		7,689		5,740		15,307		14,763

		32		Depreciation Reserve						133,410		136,148		138,896		266,530		282,177		294,023		301,797		309,177		323,872		330,579		342,626		427,553		367,169		374,472		299,146		288,465		289,257		289,719		270,237		264,467		283,345		284,668		260,025		112,296		264,523		261,702		261,139		260,301		265,033		348,193		638,330		352,880		365,220		352,189		367,848		369,058		342,201		342,201		(47,456)		232,613		235,410		301,609		204,297		204,224		201,026		207,956		217,447		208,833		157,339		167,568		287,144		201,214		185,844		186,241		196,410		182,187		184,375		185,510		75,017		116,553				273,899		281,939		342,201		220,863		177,117

		33		Tax Reserve						(13,294)		(13,942)		(11,827)		(3,438)		6,542		5,595		(7,938)		(9,492)		330		4,156		9,289		72,947		56,827		66,073		50,193		28,129		26,134		25,948		24,462		21,708		21,403		21,403		28,613		7,311		27,769		26,582		26,349		26,620		26,648		115,762		41,871		43,967		51,395		45,892		44,138		51,525		44,681		44,676		(2,558)		36,628		30,912		27,735		27,785		23,024		25,504		27,186		27,558		22,809		21,055		21,272		18,049		18,317		16,303		15,841		17,204		15,002		15,411		15,546		(19,756)		2771				3,244		31,517		44,042		27,995		13,085

		34		Net Rate Base						210,004		260,745		295,493		375,053		528,466		504,982		819,034		745,164		821,466		883,120		962,640		956,108		870,557		878,835		221,644		218,251		222,520		219,490		183,712		181,025		209,312		226,077		180,145		14,476		223,161		219,655		213,096		209,717		197,029		228,032		657,859		292,080		292,867		285,907		287,239		322,712		281,790		283,508		29,030		220,722		227,285		100,703		203,886		206,826		191,316		195,733		198,381		124,412		179,688		180,999		47,323		122,973		113,420		118,374		119,097		108,650		108,767		105,224		(75,331)		87,979				634,088		295,429		294,041		185,572		117,282

		35		Rate of Return						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		-47.65%		4.46%		-44.75%		-44.18%		22.97%





Depr_Amor

		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																																																																				Total		Total		Total		Total		Total

										Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service						(3,153)		(2,417)		(3,789)		(2,534)		(4,433)		(4,784)		(4,395)		(7,301)		(3,849)		(3,174)		(3,310)		(441)		(5,586)		(3,901)		1,849		(2,963)		(2,728)		(4,277)		17,605																																																																																						(43,580)		(1)		0		0		0

		2		Access Revenue - Interstate																																																																																																																																0		0		0		0		0

		3		Access Revenue - Intrastate																																																																																																																																0		0		0		0		0

		4		Long Distance Services						(500)		(411)		(317)		(547)		(454)		(474)		(505)		(525)		(613)		(750)		(279)		(3,482)		(791)		(894)		(555)		(869)		(800)		(1,255)		(1,065)		1,759		1,243		1,185		298		(518)		(486)		(505)		(486)		(513)		(410)		(595)		(520)		(531)		(571)		(519)		(476)		(545)		(513)		(513)		1,026																																														(8,857)		(2,262)		(6,157)		0		0

		5		Misc & Other						(3,733)		(5,483)		(3,374)		(4,130)		(4,026)		(7,011)		(8,575)		(5,026)		(8,585)		(8,851)		(8,762)		(9,571)		(4,771)		(3,666)		1,724		(2,879)		(2,929)		(2,305)		(29,533)		(11,706)		(5,054)		(20,512)		(5,823)		(8,423)		(7,804)		(8,957)		(8,838)		(7,529)		(10,293)		(7,338)		(9,674)		(9,227)		(5,303)		(9,306)		(8,618)		(8,988)		(8,490)		(8,490)		16,980																																														(77,127)		(95,877)		(101,875)		0		0

		6		Less:  Uncollectible																																																																																																																																0		0		0		0		0

		7		Total Operating Revenue						(7,386)		(8,311)		(7,480)		(7,211)		(8,913)		(12,269)		(13,475)		(12,852)		(13,047)		(12,775)		(12,351)		(13,494)		(11,148)		(8,461)		3,018		(6,711)		(6,457)		(7,837)		(12,993)		(9,947)		(3,811)		(19,327)		(5,525)		(8,941)		(8,290)		(9,462)		(9,324)		(8,042)		(10,703)		(7,933)		(10,194)		(9,758)		(5,874)		(9,825)		(9,094)		(9,533)		(9,003)		(9,003)		18,006		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				(129,564)		(98,140)		(108,032)		0		0

		8		Network Support																												62																																																																																																				62		0		0		0		0

		9		General Support										(1,094)		58				(5,527)						(5,233)						(581)																																																																																																				(12,377)		0		0		0		0

		10		Central Office																																																																																																																																0		0		0		0		0

		11		Information Orig/Term																																																																																																																																0		0		0		0		0

		12		Cable/Wire Facilities																																																																																																																																0		0		0		0		0

		13		Other Prop,Plant & Eqpt																																																																																																																																0		0		0		0		0

		14		Network Operations										(2,665)		(110)				(4,084)						(6,335)						(9,915)																																																																																																				(23,109)		0		0		0		0

		15		Depreciation & Amortization						247		247		247		246		247		247		247		247		218		244		244		244		195		361		526		690		854		1,018		1,181		1,344		1,507		1,668		1,830		1,990		65		120		175		230		284		343		401		457		562		565		617		(3,043)		59		58		58		58		57		57		57		58		57		57		56		56		57		57		57		57		57		57		57		57		57		19		48		(5)				2,925		13,164		776		688		575

		16		Marketing						(3,835)		(5,889)		(4,197)		(5,426)		(4,826)		(5,250)		(5,043)		(5,306)		(6,144)		(5,297)		(5,456)		(5,373)		(4,811)		(3,747)		(3,836)		(4,964)		(4,844)		(6,813)		(10,887)		(8,373)		(4,969)		(18,053)		(4,316)		(7,728)		(7,097)		(7,795)		(7,895)		(6,486)		(9,250)		(6,490)		(8,814)		(8,352)		(5,240)		(8,413)		(7,778)		(8,171)		(7,648)		(7,648)		15,297																																														(62,042)		(83,341)		(91,781)		1		0

		17		Customer Services						(37)		37		(794)		(2,272)				(506)				(947)		(270)		943		3		(210)		(1)		1																																																																																																(4,053)		0		0		0		0

		18		Executive & Planning								35		(79)		(3)				(391)						(249)						(220)																																																																																																				(907)		0		0		0		0

		19		General & Administrative						(7,153)		(6,222)		(16,434)		(9,190)		(7,752)		198,722		(6,337)		(10,001)		(21,571)		(10,887)		(10,830)		(16,900)		(12,742)		(11,138)		469		(8,187)		(8,014)		(7,530)		(7,712)		(7,921)		(5,145)		(3,012)		(11,315)		(15,259)		(4,250)		(1,359)		(8,523)		(4,944)		(4,857)		(4,817)		(5,101)		(4,896)		(4,043)		(4,906)		(4,708)		(841)		(4,824)		(4,689)		(845)		(3,374)		(3,427)		(3,437)		(3,497)		(3,327)		(3,405)		(3,328)		(3,285)		(3,471)		562		(3,750)		(3,776)		(3,799)		(3,890)		(3,787)		(7,605)		(3,797)		(3,757)		(3,792)		(3,867)		(10,286)				75,445		(97,506)		(53,245)		(40,909)		(51,544)

		20		Total Operating Expenses						(10,778)		(11,792)		(25,016)		(16,697)		(12,331)		183,211		(11,133)		(16,007)		(39,584)		(14,997)		(16,039)		(32,893)		(17,359)		(14,523)		(2,841)		(12,461)		(12,004)		(13,325)		(17,418)		(14,950)		(8,607)		(19,397)		(13,801)		(20,997)		(11,282)		(9,034)		(16,243)		(11,200)		(13,823)		(10,964)		(13,514)		(12,791)		(8,721)		(12,754)		(11,869)		(12,055)		(12,413)		(12,279)		14,510		(3,316)		(3,370)		(3,380)		(3,440)		(3,269)		(3,348)		(3,271)		(3,229)		(3,415)		619		(3,693)		(3,719)		(3,742)		(3,833)		(3,730)		(7,548)		(3,740)		(3,700)		(3,773)		(3,819)		(10,291)				(24,056)		(167,683)		(144,250)		(40,220)		(50,969)

		21		Other Inc & Exp - Net																																																358,729																																				0		0		0		0		0		148,965		(148,965)						0		0		0		0		0		0		0		0		0		0		0		0				0		358,729		0		0		0

																																																																																																																																												0

		22		Operating Taxes - Fed						1,083		1,120		5,603		3,036		1,587		(63,062)		(1,153)		593		8,057		56		791		4,978		1,551		1,509		1,445		1,415		1,357		1,340		1,007		1,184		1,137		114,088		2,236		3,455		580		(451)		1,859		650		644		594		710		626		572		607		564		481		773		555		1,032		559		788		801		839		790		48,353		(46,725)		808		930		(428)		935		966		988		1,036		996		3,391		1,023		1,365		1,050		1,071		3,161				(37,311)		131,724		7,436		9,503		15,554

		23		Operating Taxes - St/Lcl						300		310		1,552		840		503		(17,467)		(320)		172		2,233		324		190		1,603		429		418		401		392		376		371		279		328		315		31,609		619		957		160		(131)		509		182		181		199		197		173		158		168		157		134		215		167		286		154		219		222		233		219		13,396		(12,946)		225		258		(119)		258		268		274		287		276		939		284		378		290		296		875				(9,760)		36,494		2,087		2,648		4,306

		24		Operating Taxes - Other																																																																																				0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		0		0		0		0

		25		Total Operating Taxes						1,383		1,430		7,155		3,876		2,090		(80,529)		(1,473)		765		10,290		380		981		6,581		1,980		1,927		1,846		1,807		1,733		1,711		1,286		1,512		1,452		145,697		2,855		4,412		740		(582)		2,368		832		825		793		907		799		730		775		721		615		988		722		1,318		713		1,007		1,023		1,072		1,009		61,749		(59,671)		1,033		1,188		(547)		1,193		1,234		1,262		1,323		1,272		4,330		1,307		1,743		1,340		1,367		4,036				(47,071)		168,218		9,523		12,151		19,860

		26		Balance Net Revenue						2,009		2,051		10,381		5,610		1,328		(114,951)		(869)		2,390		16,247		1,842		2,707		12,818		4,231		4,135		4,013		3,943		3,814		3,777		3,139		3,491		3,344		213,102		5,421		7,644		2,252		154		4,551		2,326		2,295		2,238		2,413		2,234		2,117		2,154		2,054		1,907		2,422		2,554		2,178		2,603		2,363		2,357		2,368		2,260		90,564		(86,023)		2,196		2,227		(72)		2,500		2,485		2,480		2,510		2,458		3,218		2,433		1,957		2,433		2,452		6,255				(58,437)		260,054		26,695		28,069		31,109

		27		Telecom Plant in Service						152,807		152,807		152,792		277,153		278,303		108,613		144,572		144,572		200,356		149,987		149,987		(56,301)		152,607		152,457		152,289		152,196		152,092		152,029		151,863		151,832		151,759		163,516		57,868		57,575		57,171		57,143		56,946		56,876		56,801		56,814		56,822		56,704		57,873		56,505		56,343		56,440		56,094		55,925		55,983		55,705		55,709		55,619		55,474		55,523		55,427		55,405		55,039		54,945		55,571		21,244		21,244		21,244		21,244		21,244		21,244		21,244		21,244		16,550		20,070		13,929				154,637		137,341		56,870		55,571		20,145

		28		Prop Held for Future Use																																																																																				0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0										0		0

		29		Tel Plant Acq Adj						(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(21)		(20)		(21)		(21)		(21)		(21)		(21)		(21)		(26)		(26)		(26)		(26)		(26)		(26)		(25)		(25)		(25)								1										(1)						(1)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				(21)		(23)		(6)		0		0

		30		Working Cash						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a				0										n/a		n/a		n/a		n/a

		31		Materials & Supplies												448		460														(908)																																																								0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0												0		0		0

		32		Depreciation Reserve						37,532		37,598		37,661		128,007		129,231		38,358		38,422		38,488		38,296		38,292		38,424		(130,864)		39,202		39,268		39,300		39,423		39,532		39,703		39,753		39,943		40,111		40,126		40,273		40,206		39,651		39,894		39,768		39,767		39,759		39,687		39,681		39,598		39,929		39,538		39,456		39,472		39,421		39,351		39,364		39,178		39,230		38,954		39,169		39,693		39,221		39,230		38,920		38,884		39,218		5,135		5,135		5,135		5,135		5,135		5,135		5,135		5,135		8,345		(41,779)		5,702				39,120		39,737		39,700		39,218		1,541

		33		Tax Reserve						5,492		5,492		5,492		5,084		5,084		5,084		5,084		5,084		4,844		4,844		4,844		(291)																																																								0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0								4,678				0		0		0

		34		Net Rate Base						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a								n/a		n/a		n/a		n/a		n/a

		35		Rate of Return						n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a		n/a								n/a		n/a		n/a		n/a		n/a





		





		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

																																																																																																																																Total		Total		Total		Total		Total

						Jan-97		Feb-97		Mar-97		Apr-97		May-97		Jun-97		Jul-97		Aug-97		Sep-97		Oct-97		Nov-97		Dec-97		Jan-98		Feb-98		Mar-98		Apr-98		May-98		Jun-98		Jul-98		Aug-98		Sep-98		Oct-98		Nov-98		Dec-98		Jan-99		Feb-99		Mar-99		Apr-99		May-99		Jun-99		Jul-99		Aug-99		Sep-99		Oct-99		Nov-99		Dec-99		Jan-00		Feb-00		Mar-00		Apr-00		May-00		Jun-00		Jul-00		Aug-00		Sep-00		Oct-00		Nov-00		Dec-00		Jan-01		Feb-01		Mar-01		Apr-01		May-01		Jun-01		Jul-01		Aug-01		Sep-01		Oct-01		Nov-01		Dec-01				1997		1998		1999		2000		2001

		1		Local Network Service		346,811		336,237		343,240		345,950		350,640		394,998		352,684		350,509		357,067		369,684		341,370		309,967		362,062		355,176		364,684		377,159		371,607		363,664		379,089		372,792		392,635		386,424		357,679		378,476		379,861		372,342		380,973		373,593		375,467		387,749		376,140		375,261		404,109		388,426		381,064		372,687		365,915		363,909		435,098		388,254		404,330		387,451		400,363		391,430		390,489		401,637		397,439		373,625		385,894		378,139		389,916		388,354		385,510		378,529		390,922		396,134		410,887		390,811		385,044		397,083				4,199,157		4,461,447		4,567,672		4,699,940		4,677,223

		2		Access Revenue - Interstate		(1)		1		0		0		1		1		1		0		0		0		1		(1)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		(200)		(200)		400		0		0		0		0		0		0		0		0		0		0		0		0				3		0		0		0		0

		3		Access Revenue - Intrastate		60,800		65,621		59,906		63,231		59,034		93,551		64,512		65,270		63,714		64,406		62,322		67,190		61,911		56,224		62,197		64,205		60,948		63,475		64,685		63,640		58,352		63,375		82,248		60,151		62,537		60,415		62,650		61,611		60,764		67,420		66,432		68,558		67,715		76,603		69,738		72,469		70,207		71,212		75,726		69,621		69,949		73,546		74,019		75,543		72,739		75,670		72,338		72,711		72,433		69,687		77,108		81,129		78,855		70,368		75,285		76,540		77,575		75,925		74,924		77,257				789,557		761,411		796,912		873,281		907,086

		4		Long Distance Services		110,430		96,128		99,153		97,500		100,421		98,633		98,626		101,595		98,182		100,999		87,755		91,841		99,031		101,747		105,027		104,511		98,431		97,749		104,748		103,738		100,738		98,590		89,835		91,738		90,794		82,886		92,222		94,566		87,983		89,972		88,848		84,776		76,017		82,956		85,617		78,816		81,414		78,752		68,664		61,621		71,516		89,235		70,689		74,325		68,976		71,213		67,689		64,661		72,818		61,248		68,680		69,297		66,290		68,483		67,995		68,004		68,991		67,241		62,059		61,805				1,181,263		1,195,883		1,035,453		868,755		802,911

		5		Misc & Other		148,573		120,668		188,082		104,048		127,753		81,282		71,052		138,528		110,390		149,980		179,162		128,138		163,645		129,051		200,683		112,317		138,494		162,123		114,640		167,370		117,294		164,604		220,384		82,761		174,081		107,732		247,276		150,659		142,531		141,587		146,463		233,226		136,069		198,738		214,232		208,835		212,228		229,298		185,392		201,524		256,086		193,698		200,907		300,189		196,309		313,246		220,283		278,033		236,747		248,669		254,095		237,402		283,053		174,743		282,801		312,301		224,317		284,730		237,776		309,748				1,547,656		1,773,366		2,101,429		2,787,193		3,086,382

		6		Less:  Uncollectible		21,569		16,874		15,058		15,198		11,000		56,850		13,696		17,349		14,643		12,597		17,368		1,858		16,422		15,700		17,639		15,435		14,717		14,894		12,751		13,975		12,736		17,094		15,984		2,949		13,659		11,884		17,309		13,795		12,539		12,973		13,481		19,507		13,323		16,296		15,530		16,049		11,649		15,110		23,296		16,812		16,862		13,830		13,064		20,844		14,318		22,668		19,924		27,243		15,714		19,994		24,922		20,024		27,170		36,871		23,813		26,653		24,493		27,569		23,546		61,625				214,060		170,296		176,345		215,620		332,394

		7		Total Operating Revenue		645,044		601,781		675,323		595,531		626,849		611,615		573,179		638,553		614,710		672,472		653,242		595,277		670,227		626,498		714,952		642,757		654,763		672,117		650,411		693,565		656,283		695,899		734,162		610,177		693,614		611,491		765,812		666,634		654,206		673,755		664,402		742,314		670,587		730,427		735,121		716,758		718,115		728,061		741,584		704,208		785,019		730,100		732,914		820,643		714,195		838,898		737,625		762,187		752,178		737,749		764,877		756,158		786,538		655,252		793,190		826,326		757,277		791,138		736,257		784,268				7,503,576		8,021,811		8,325,121		9,013,549		9,141,208

		8		Network Support		672		768		885		954		758		758		754		816		671		750		783		654		767		726		594		988		3,999		(1,770)		1,653		1,680		1,519		1,747		3,262		1,729		299		1,284		883		863		858		1,082		1,136		1,521		1,172		1,005		1,147		1,404		387		1,727		880		780		234		2,868		700		2,715		(447)		1,998		(3,186)		(1,246)		(1,777)		(680)		912		65		1,227		3,709		(99)		(1,430)		(969)		506		885		562				9,223		16,894		12,654		7,410		2,911

		9		General Support		24,684		27,420		26,381		25,757		28,317		36,950		28,042		33,316		37,387		27,539		24,061		31,902		22,004		22,029		29,552		22,187		21,875		26,045		30,371		25,370		23,167		28,150		22,675		34,955		20,520		23,038		26,141		28,079		24,908		21,430		20,978		25,171		24,175		30,357		32,351		38,788		4,209		101,128		26,778		39,303		44,154		35,829		44,386		21,569		27,450		20,618		37,025		98,417		48,558		48,246		44,196		41,434		49,850		36,361		47,662		39,375		68,150		48,188		49,346		92,275				351,756		308,380		315,936		500,866		613,641

		10		Central Office		32,290		25,240		22,506		24,380		25,864		28,817		35,579		29,738		30,487		49,665		33,034		62,162		22,839		26,385		26,010		24,854		23,738		25,672		28,986		24,587		26,740		34,780		24,081		37,476		19,457		19,223		29,882		19,695		27,057		24,516		43,171		31,077		28,935		25,299		28,021		84,794		17,685		7,487		15,094		22,315		19,359		23,201		19,392		62,194		25,538		18,440		25,641		18,899		22,673		22,909		30,711		22,394		23,319		28,463		21,210		25,405		21,761		25,400		28,575		19,400				399,762		326,148		381,127		275,245		292,220

		11		Information Orig/Term		16,654		17,507		13,185		10,201		10,781		11,413		11,116		12,669		13,073		14,146		13,683		14,442		14,669		15,155		13,802		17,787		12,231		13,425		13,300		12,597		13,155		16,267		16,297		21,240		22,586		18,504		20,628		19,632		15,615		15,162		21,133		17,554		19,092		23,253		25,902		(46,381)		19,936		26,498		10,501		16,753		18,170		13,208		9,340		17,579		12,272		11,399		14,954		22,151		14,195		12,857		9,943		9,638		10,329		9,862		11,341		14,332		12,692		11,411		11,604		12,249				158,870		179,925		172,680		192,761		140,453

		12		Cable/Wire Facilities		45,137		47,530		41,885		33,218		30,947		37,618		36,541		38,577		37,713		41,276		40,050		58,154		45,511		49,659		44,251		39,934		32,127		36,367		36,656		31,187		32,156		34,785		33,898		38,144		42,483		35,951		39,653		35,607		33,926		35,708		35,772		37,910		37,865		44,760		44,466		39,983		57,650		55,552		54,934		42,712		44,725		43,619		36,899		30,848		41,571		40,917		42,665		34,812		43,496		42,213		48,824		38,020		38,783		37,931		36,663		39,670		37,682		36,761		41,580		28,955				488,646		454,675		464,084		526,904		470,578

		13		Other Prop,Plant & Eqpt		0		0		0		(10)		(5)		(6)		(5)		(5)		0		(9)		(4)		(5)		(4)		(5)		0		(5)		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		2,930		(790)		(800)		(712)		0		2,123		(5,750)		2,548		5,245		(727)		(114)		(779)		(285)		(649)		(372)		169		277		(203)		105		(107)		79		69		103		168		-57				(49)		(14)		2,930		(41)		-418

		14		Network Operations		52,781		61,485		56,519		60,288		58,667		61,573		61,874		58,711		64,705		56,698		56,214		72,039		53,470		65,425		65,455		63,441		34,190		66,258		61,056		54,303		61,387		60,860		76,611		84,963		63,870		64,678		68,577		65,616		64,781		68,110		68,281		72,826		49,590		65,508		73,867		102,856		40,454		63,295		77,655		66,004		79,412		65,140		77,867		95,349		69,104		72,422		68,519		82,691		76,981		73,335		59,059		68,983		74,366		64,927		73,987		75,630		74,868		74,985		74,899		57,429				721,554		747,419		828,560		857,912		849,449

		15		Depreciation & Amortization		128,834		134,787		135,423		135,320		135,395		139,348		136,393		136,103		136,503		136,216		137,438		127,336		136,823		139,970		136,488		137,366		136,998		137,456		137,619		159,488		132,173		131,121		130,963		128,276		170,358		171,661		173,121		175,005		175,245		174,962		171,068		179,160		176,936		176,932		176,850		75,118		172,354		176,426		174,559		172,682		180,468		174,655		167,510		169,885		169,394		170,886		168,557		151,873		174,406		175,069		166,716		173,834		176,359		174,608		176,601		178,852		178,535		198,482		182,968		170,963				1,619,096		1,644,741		1,996,416		2,049,249		2,127,393

		16		Marketing		22,206		25,200		33,126		33,166		29,586		31,338		34,981		27,079		29,333		25,909		39,635		59,298		28,442		18,163		19,395		17,432		18,086		26,712		29,400		28,136		20,400		24,674		22,265		69,987		26,716		34,320		29,178		29,602		29,876		25,840		33,766		27,133		31,715		46,220		35,203		52,979		28,546		35,389		15,135		35,259		40,325		50,164		38,469		70,705		60,378		57,808		51,075		46,570		42,613		41,826		64,562		43,861		62,978		65,274		81,740		33,848		16,992		32,591		37,585		19,925				390,857		323,092		402,548		529,823		543,795

		17		Customer Services		109,717		102,791		124,927		102,232		97,092		134,567		98,342		111,404		101,880		106,680		110,763		77,867		102,935		99,687		113,780		102,100		100,452		116,811		97,943		102,621		95,550		107,347		123,661		101,092		114,903		104,144		129,966		109,427		102,268		105,787		105,023		115,719		103,827		120,626		120,161		123,944		78,866		120,578		129,591		116,284		124,859		124,207		120,854		129,349		117,287		123,713		115,024		139,821		115,742		111,495		113,032		109,076		82,768		90,250		79,802		155,625		115,872		120,450		118,938		128,824				1,278,262		1,263,979		1,355,795		1,440,433		1,341,874

		18		Executive & Planning		4,002		4,281		3,211		3,742		4,501		10,079		4,039		2,456		1,323		5,541		2,721		8,082		2,355		1,895		7,274		2,799		1,845		1,950		4,918		1,291		1,408		1,962		1,636		8,112		(878)		1,864		2,468		1,145		2,269		1,669		2,039		1,748		1,453		3,517		1,943		8,656		(3,213)		(1,600)		(161)		1,123		1,846		3,615		2,132		7,387		(1,019)		1,143		785		5,685		1,726		1,254		455		1,420		1,725		1,307		1,266		1,399		1,115		838		3,027		396				53,978		37,445		27,893		17,723		15,928

		19		General & Administrative		61,067		64,141		84,204		75,071		59,088		164,435		(105,520)		249,106		90,187		70,605		85,713		196,901		71,241		71,410		82,615		74,084		67,148		74,085		68,586		72,625		67,835		62,532		76,870		65,859		70,193		60,225		66,776		72,614		70,664		69,218		67,184		70,462		70,011		88,478		73,582		127,174		13,644		97,453		107,303		51,542		79,540		102,625		83,555		54,790		(6,800)		72,001		62,517		77,411		52,280		29,623		55,370		43,515		99,847		66,241		53,383		55,816		71,234		88,404		59,288		87,633				1,094,998		854,890		906,581		795,581		762,634

		20		Total Operating Expenses		498,044		511,150		542,252		504,319		480,991		656,890		342,136		699,970		543,262		535,016		544,091		708,832		501,052		510,499		539,216		502,967		452,689		523,011		510,488		513,885		475,490		504,225		532,219		591,833		550,507		534,892		587,273		557,285		547,467		543,484		569,551		580,281		544,771		625,955		613,493		612,245		429,728		683,133		611,557		564,757		635,215		633,381		603,652		667,615		514,001		591,231		582,797		676,799		590,244		557,775		593,949		552,517		621,348		579,038		583,449		618,601		598,001		638,119		608,863		618,554				6,566,953		6,157,574		6,867,204		7,193,866		7,160,458

		21		Other Inc & Exp - Net		51		168		2,459		(228)		78		(2,611)		(82)		86		574		83		2,215		(5,737)		578		676		(3,144)		4,805		760		724		946		746		1,129		(358,378)		(1,121)		1,416		1,993		(1,196)		(669)		(1,284)		(4,062)		(1,024)		(1,318)		6		881		(3,081)		(1,098)		18,544		(325)		178		338		298		(295)		(17)		(11)		(226)		(6)		487		73		(45)		117		(43)		(273)		112		(137)		264		(277)		(20)		2		159		5,717		-6,069				(2,944)		(350,863)		7,692		449		-448

		22		Operating Taxes - Fed		30,754		12,096		25,624		9,548		30,117		(90,319)		117,749		(46,271)		4,976		28,581		10,491		(44,901)		37,171		16,535		38,910		24,910		46,205		35,237		27,624		42,080		65,528		(69,464)		49,422		23,249		30,706		(21,882)		42,586		20,994		19,877		26,202		(3,881)		29,757		31,848		15,214		22,921		56,361		79,082		(7,246)		28,621		(2,921)		27,598		11,691		23,163		10,134		43,746		57,226		33,917		(13,577)		10,227		20,869		73,511		47,484		33,019		4,114		47,139		49,198		30,498		34,081		23,959		81,164				88,445		337,407		270,703		291,434		455,263

		23		Operating Taxes - St/Lcl		9,309		5,861		8,191		8,145		10,815		(22,859)		34,743		(10,690)		3,867		5,978		5,006		(15,792)		13,913		13,417		8,951		12,615		18,228		15,381		13,057		17,453		15,670		(16,134)		21,280		(12,320)		8,225		10,109		15,887		10,017		9,708		12,047		12,456		16,214		14,085		9,806		12,890		(16,392)		26,488		5,397		10,686		11,018		13,027		8,389		13,366		13,093		18,645		22,067		12,553		8,628		13,401		16,074		18,579		19,509		15,522		8,829		17,630		19,285		14,570		17,094		14,602		19,587				42,574		121,511		115,052		163,357		194,682

		24		Operating Taxes - Other		11,515		11,744		11,449		11,402		11,261		23,659		11,458		12,675		13,040		9,625		11,226		11,104		11,499		15,200		7,812		11,566		11,902		11,744		11,401		11,410		11,401		11,367		11,440		11,861		11,581		11,410		11,397		11,392		11,249		11,498		10,697		14,554		(7,158)		11,053		10,327		11,868		10,789		10,891		11,223		11,087		11,077		10,969		9,176		10,180		10,100		9,232		8,952		8,161		8,541		9,094		9,357		2,949		9,905		9,949		10,577		9,801		11,379		11,203		11,551		10,771				150,158		138,603		119,868		121,837		115,077

		25		Total Operating Taxes		51,578		29,701		45,264		29,095		52,193		(89,519)		163,950		(44,286)		21,883		44,184		26,723		(49,589)		62,583		45,152		55,673		49,091		76,335		62,362		52,082		70,943		92,599		(74,231)		82,142		22,790		50,512		(363)		69,870		42,403		40,834		49,747		19,272		60,525		38,775		36,073		46,138		51,837		116,359		9,042		50,530		19,184		51,702		31,049		45,705		33,407		72,491		88,525		55,422		3,212		32,169		46,037		101,447		69,942		58,446		22,892		75,346		78,284		56,447		62,378		50,112		111,522				281,177		597,521		505,623		576,628		765,022

		26		Balance Net Revenue		95,473		61,098		90,266		61,889		93,743		41,633		67,011		(17,045)		50,139		93,355		84,643		(69,703)		107,170		71,523		116,919		95,504		126,499		87,468		88,787		109,483		89,323		(92,473)		118,680		(3,030)		94,588		75,766		108,000		65,662		61,843		79,500		74,261		101,514		87,922		65,318		74,392		71,220		171,703		36,064		79,835		120,565		97,807		65,653		83,546		119,395		127,697		159,629		99,479		82,131		129,882		133,894		69,208		133,811		106,607		53,586		134,118		129,421		102,831		90,800		82,999		48,123				652,502		915,853		959,986		1,243,504		1,215,280

		27		Telecom Plant in Service		21,043,893		21,032,489		21,154,774		21,007,433		20,964,406		21,193,748		21,156,206		21,411,553		21,292,519		21,401,691		21,627,413		20,163,595		21,340,213		21,445,504		21,541,948		21,659,881		21,654,537		21,870,992		21,930,137		22,026,770		21,805,996		21,912,173		22,109,591		23,049,968		22,451,666		22,474,635		22,573,370		22,660,399		22,810,928		22,793,676		22,364,370		23,598,679		23,142,978		23,222,518		23,305,423		23,904,614		23,091,936		23,104,090		24,055,449		23,144,852		23,403,868		23,514,339		22,553,373		22,527,037		22,754,022		23,023,765		22,953,454		23,260,052		23,463,298		23,650,321		26,970,649		24,993,361		22,545,002		27,394,032		24,893,327		22,405,288		25,192,310		25,356,311		25,704,710		23,448,792				21,120,810		21,862,308		22,941,939		23,115,520		24,670,978

		28		Prop Held for Future Use		81		80		81		80		79		52		1		2		1		92		257		273		252		252		252		253		253		254		257		257		256		257		256		267		258		257		257		257		257		257		789		794		258		9,560		9,274		13,276		13,509		14,194		13,770		13,710		17,076		19,334		18,460		18,130		18,401		9,776		9,721		9,761		10,062		11,039		10,914		11,210		14,594		14,916		15,192		15,218		15,192		16,681		15,275		15,145				90		255		2,958		14,654		13,786

		29		Tel Plant Acq Adj		0		0		0		0		0		1		0		0		1		1		0		1		1		1		1		1		1		1		1		1		1		1		1		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0				0		1		0		0		0

		30		Working Cash		541,071		588,003		618,033		555,840		591,972		627,237		655,327		695,288		729,589		516,737		513,196		481,565		472,781		470,786		485,098		524,603		505,868		492,826		507,620		490,280		500,944		507,620		504,280		481,943		473,047		463,130		446,294		443,601		440,546		442,718		423,861		412,109		394,115		379,014		362,657		342,619		345,472		353,619		386,842		376,848		373,730		374,212		388,495		389,796		391,699		395,944		387,190		403,525		364,523		437,298		492,112		435,850		436,707		438,682		439,309		650,024		514,260		460,143		503,895		437,663				481,565		481,943		342,619		403,525		437,663

		31		Materials & Supplies		24,231		26,766		35,574		31,088		29,821		30,171		25,471		29,499		26,812		31,422		39,357		34,644		24,952		25,485		31,775		29,549		29,656		33,734		32,021		31,478		28,212		25,605		25,200		22,125		21,993		20,174		21,848		24,216		22,891		24,203		25,766		28,385		22,441		22,805		26,412		25,091		29,200		21,673		14,798		19,371		18,517		17,009		15,298		15,848		15,382		9,152		9,236		84,121		98,945		98,736		60,158		62,163		46,279		40,606		40,187		38,775		34,789		33,963		31,025		23,614				30,405		28,316		23,852		22,466		50,769

		32		Depreciation Reserve		9,080,988		9,082,318		9,177,342		9,069,029		9,128,338		9,255,987		9,340,360		9,392,556		9,428,721		9,461,675		9,594,364		9,105,596		9,543,759		9,657,943		9,764,301		9,876,057		9,900,368		10,064,459		10,144,349		10,269,916		10,106,696		10,188,024		10,283,247		10,672,871		10,507,694		10,618,029		10,731,947		10,861,897		11,041,668		11,062,893		10,958,067		11,506,180		11,387,929		11,507,607		11,674,410		11,676,332		11,426,952		11,544,434		12,132,761		11,780,171		11,828,870		12,524,652		11,562,077		10,780,698		11,809,654		11,983,996		12,023,073		12,183,728		12,420,362		12,623,753		13,828,523		13,271,466		13,083,829		13,858,524		13,622,368		13,378,021		13,948,918		14,127,269		14,407,355		13,404,563				9,259,773		10,039,332		11,127,872		11,798,422		13,500,752

		33		Tax Reserve		2,383,186		2,382,576		2,381,321		2,377,041		2,367,121		2,366,570		2,381,608		2,385,847		2,377,359		2,374,248		2,370,777		1,643,745		2,248,413		2,207,193		2,245,687		2,276,143		2,201,021		2,197,428		2,194,705		2,162,482		2,138,346		2,138,346		2,142,531		2,161,185		2,275,652		2,259,508		2,253,217		2,258,089		2,253,958		2,168,385		2,216,203		2,291,093		2,182,229		2,276,101		2,161,497		2,042,782		2,179,923		2,142,390		2,271,614		2,179,275		2,162,191		2,105,430		1,989,329		1,930,104		1,969,552		1,983,355		1,950,999		1,958,031		2,027,766		2,038,507		1,770,549		1,956,104		1,992,828		1,942,160		1,968,430		1,995,671		1,974,817		1,973,428		1,966,551		1,563,159				2,315,950		2,192,790		2,219,894		2,068,516		1,930,864

		34		Net Rate Base		10,145,102		10,182,444		10,249,799		10,148,371		10,090,819		10,228,651		10,115,037		10,357,939		10,242,841		10,114,019		10,215,082		9,930,736		10,046,026		10,076,891		10,049,085		10,062,086		10,088,925		10,135,919		10,130,981		10,116,387		10,090,366		10,119,285		10,213,549		10,720,247		10,163,618		10,080,659		10,056,605		10,008,487		9,978,996		10,029,576		9,640,516		10,242,694		9,989,634		9,850,189		9,867,859		10,566,486		9,873,242		9,806,752		10,066,484		9,595,335		9,822,130		9,294,812		9,424,220		10,240,009		9,400,298		9,471,286		9,385,529		9,615,700		9,488,700		9,535,134		11,934,761		10,275,014		7,965,925		12,087,552		9,797,217		7,735,613		9,832,816		9,766,401		9,880,999		8,957,492				10,057,147		10,140,701		9,963,602		9,689,227		9,741,580

		35		Rate of Return		11.29%		7.20%		10.57%		7.32%		11.15%		4.88%		7.95%		-1.97%		5.87%		11.08%		9.94%		-8.42%		12.80%		8.52%		13.96%		11.39%		15.05%		10.36%		10.52%		12.99%		10.62%		-10.97%		13.94%		-0.34%		11.17%		9.02%		12.89%		7.87%		7.44%		9.51%		9.24%		11.89%		10.56%		7.96%		9.05%		8.09%		20.87%		4.41%		9.52%		15.08%		11.95%		8.48%		10.64%		13.99%		16.30%		20.22%		12.72%		10.25%		16.43%		16.85%		6.96%		15.63%		16.06%		5.32%		16.43%		20.08%		12.55%		11.16%		10.08%		6.45%				6.49%		9.03%		9.63%		12.83%		12.48%



Michael Brosch:
Includes $359M of SFAS 106 Ratemaking Adjustment per OCI Att. 5-3.



		Pacific Bell Telephone Company

		Intrastate Earnings Monitoring Report

		Depreciation & Amortization Summary

																										Net				Percentage Change

								Deprec. &		Average				Effective				Depr/Amort				Reserve				Plant in				Over Prior Year Plant

		Year		Jurisdiction				Amort. Exp.		Plant in Svc.				Composite %				Reserve %				Percent				Service				Gross		Net

		1997		Total Company				2,140,595		28,026,270				7.64%				12,465,239				44.48%				15,561,031														Depreciation Expense

				Interstate				402,725		5,927,361				6.79%				2,892,447				48.80%				3,034,914												Year		Intrastate		Interstate

				Intrastate				1,619,096		21,120,810				7.67%				9,259,773				43.84%				11,861,037												1997		1,619,096		402,725

																																						1998		1,644,741		446,502

		1998		Total Company				2,122,369		28,819,918				7.36%				13,483,879				46.79%				15,336,039				2.8%		-1.4%						1999		1,996,416		413,707

				Interstate				446,502		6,380,602				7.00%				3,213,419				50.36%				3,167,183				7.6%		4.4%						2000		2,049,251		478,965

				Intrastate				1,644,741		21,862,308				7.52%				10,039,332				45.92%				11,822,976				3.5%		-0.3%						2001		2,127,393		545,949

		1999		Total Company				2,437,806		29,909,155				8.15%				14,741,322				49.29%				15,167,833				3.8%		-1.1%

				Interstate				413,707		6,450,878				6.41%				3,351,510				51.95%				3,099,368				1.1%		-2.1%								Reserve Ratios

				Intrastate				1,996,416		22,941,939				8.70%				11,127,872				48.50%				11,814,067				4.9%		-0.1%						Year		Intrastate		Interstate

																																						1997		43.84%		48.80%

		2000		Total Company				2,535,930		31,015,427				8.18%				15,926,301				51.35%				15,089,126				3.7%		-0.5%						1998		45.92%		50.36%

				Interstate				478,965		7,612,297				6.29%				3,994,860				52.48%				3,617,437				18.0%		16.7%						1999		48.50%		51.95%

				Intrastate				2,049,251		23,115,520				8.87%				11,798,422				51.04%				11,317,098				0.8%		-4.2%						2000		51.04%		52.48%

																																						2001		54.72%		52.21%

		2001		Total Company				2,675,950		33,184,001				8.06%				17,930,502				54.03%				15,253,499				7.0%		1.1%

				Interstate				545,949		8,415,539				6.49%				4,393,985				52.21%				4,021,554				10.6%		11.2%

				Intrastate				2,127,393		24,670,978				8.62%				13,500,752				54.72%				11,170,226				6.7%		-1.3%
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