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[image: image1.wmf]FINANCIAL RATIO ANALYSIS

VERIZON NORTHWEST - WASHINGTON INTRASTATE OPERATIONS

(Millions of Dollars)

12 Months-to-Date September 30, 2003

$29.7 M

Post

(a)

Revenue

Revenue

Restated

Reduction

Reduction

Amount

Adjustment

Amount

2002

2001

2000

1

Capital Expenditures

$84.7

$0.0

$84.7

$106.8

$134.7

$165.7

EBIT Interest Coverage

2

Net Income From Continuing Operations

($4.3)

($19.0)

($23.3)

$9.2

$23.8

$19.4

3

Interest Expense

$20.0

$0.0

$20.0

$22.1

$26.4

$27.2

4

Income Tax

($2.3)

($10.2)

($12.5)

$4.9

$12.8

$10.5

5

Earnings Before Interest and Taxes (EBIT)

$13.4

($29.2)

($15.8)

$36.2

$63.0

$57.1

6

Gross Interest Paid

$22.7

$0.0

$22.7

$24.5

$29.8

$32.2

7

EBIT Interest Coverage

0.6

(0.7)

1.5

2.1

1.8

EBITDA Interest Coverage

8

Net Income From Continuing Operations

($4.3)

($19.0)

($23.3)

$9.2

$23.8

$19.4

9

Interest Expense

$20.0

$0.0

$20.0

$22.1

$26.4

$27.2

10

Income Tax

($2.3)

($10.2)

($12.5)

$4.9

$12.8

$10.5

11

Depreciation and Amortization

$124.7

$0.0

$124.7

$126.8

$124.2

$115.5

12

Earnings Before Interest, Taxes, Depreciation & Amortization (EBITDA)

$138.1

($29.2)

$108.9

$163.0

$187.2

$172.6

13

Gross Interest Paid

$22.7

$0.0

$22.7

$24.5

$29.8

$32.2

14

EBITDA Interest Coverage

6.1

4.8

6.7

6.3

5.4

Funds From Operations / Total Debt Ratio

15

Net Income From Continuing Operations

($4.3)

($19.0)

($23.3)

$9.2

$23.8

$19.4

16

Depreciation and Amortization

$124.7

$0.0

$124.7

$126.8

$124.2

$115.5

17

Change in Deferred Taxes

$1.0

$0.0

$1.0

$2.8

$18.7

$19.2

18

Funds From Operations

$121.4

($19.0)

$102.4

$138.8

$166.7

$154.1

19

Total Debt

$329.1

$0.0

$329.1

$337.5

$399.4

$425.0

20

Prior Year Total Debt

$354.9

$0.0

$354.9

$399.4

$425.0

$382.8

21

Average Total Debt

$342.0

$0.0

$342.0

$368.5

$412.2

$403.9

22

Funds From Operations / Total Debt Ratio

35.5%

29.9%

37.7%

40.4%

38.2%
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				FINANCIAL RATIO ANALYSIS

				VERIZON NORTHWEST - WASHINGTON INTRASTATE OPERATIONS

				(Millions of Dollars)

						12 Months-to-Date September 30, 2003

								$29.7 M		Post

						(a)		Revenue		Revenue

						Restated		Reduction		Reduction

						Amount		Adjustment		Amount				2002				2001				2000				1999				Source

		1		Capital Expenditures		$84.7		$0.0		$84.7				$106.8				$134.7				$165.7				$115.9				Line 39 x Line 35

				EBIT Interest Coverage

		2		Net Income From Continuing Operations		($4.3)		($19.0)		($23.3)				$9.2				$23.8				$19.4				$85.9				Line 5 - Line 3 - Line 4

		3		Interest Expense		$20.0		$0.0		$20.0				$22.1				$26.4				$27.2				$27.1				Line 38

		4		Income Tax		($2.3)		($10.2)		($12.5)				$4.9				$12.8				$10.5				$46.2				(Line 5 - Line 3) x Line 40

		5		Earnings Before Interest and Taxes (EBIT)		$13.4		($29.2)		($15.8)				$36.2				$63.0				$57.1				$159.2				Line 36 ; Line 43

		6		Gross Interest Paid		$22.7		$0.0		$22.7				$24.5				$29.8				$32.2				$29.0				Line 45 * Line 3 / Line 44

		7		EBIT Interest Coverage		0.6				(0.7)				1.5				2.1				1.8				5.5				Line 5 / Line 6

				EBITDA Interest Coverage

		8		Net Income From Continuing Operations		($4.3)		($19.0)		($23.3)				$9.2				$23.8				$19.4				$85.9				Line 2

		9		Interest Expense		$20.0		$0.0		$20.0				$22.1				$26.4				$27.2				$27.1				Line 3

		10		Income Tax		($2.3)		($10.2)		($12.5)				$4.9				$12.8				$10.5				$46.2				Line 4

		11		Depreciation and Amortization		$124.7		$0.0		$124.7				$126.8				$124.2				$115.5				$112.7				Line 37

		12		Earnings Before Interest, Taxes, Depreciation & Amortization (EBITDA)		$138.1		($29.2)		$108.9				$163.0				$187.2				$172.6				$271.9				Sum Lines 8 to 11

		13		Gross Interest Paid		$22.7		$0.0		$22.7				$24.5				$29.8				$32.2				$29.0				Line 6

		14		EBITDA Interest Coverage		6.1				4.8				6.7				6.3				5.4				9.4				Line 12 / Line 13

				Funds From Operations / Total Debt Ratio

		15		Net Income From Continuing Operations		($4.3)		($19.0)		($23.3)				$9.2				$23.8				$19.4				$85.9				Line 2

		16		Depreciation and Amortization		$124.7		$0.0		$124.7				$126.8				$124.2				$115.5				$112.7				Line 11

		17		Change in Deferred Taxes		$1.0		$0.0		$1.0				$2.8				$18.7				$19.2				$17.3				Line 40 + Line 41

		18		Funds From Operations		$121.4		($19.0)		$102.4				$138.8				$166.7				$154.1				$215.9				Sum Lines 15 to 18

		19		Total Debt		$329.1		$0.0		$329.1				$337.5				$399.4				$425.0				$382.8				Line 23

		20		Prior Year Total Debt		$354.9		$0.0		$354.9				$399.4				$425.0				$382.8				$366.3				Verizon Northwest Prior Year Total Debt x Line 34

		21		Average Total Debt		$342.0		$0.0		$342.0				$368.5				$412.2				$403.9				$374.6				(Line 19 + Line 20) / 2

		22		Funds From Operations / Total Debt Ratio		35.5%				29.9%				37.7%				40.4%				38.2%				57.6%				Line 18 / Line 21

				Allocated Book Capitalization

				Amounts:

		23		Short Term Debt		$70.4		$0.0		$70.4				$79.5				$137.1				$70.0				$24.4				Verizon Northwest Short Term Debt x Line 34

		24		Long Term Debt		$258.7		$0.0		$258.7				$258.0				$262.3				$355.0				$358.4				Verizon Northwest Long Term Debt x Line 34

		25		Total Debt		$329.1		$0.0		$329.1				$337.5				$399.4				$425.0				$382.8				Line 23 + Line 24

		26		Common Equity		$535.8		$0.0		$535.8				$561.7				$564.4				$555.0				$527.4				Verizon Northwest Common Equity x Line 34

		27		Total Capitalization		$864.9		$0.0		$864.9				$899.2				$963.8				$980.0				$910.2				Line 25 + Line 26

		28		Notes Receivable & Temporary  Investments		$0.0		$0.0		$0.0				$0.0				$0.0				$0.0				$0.0				Verizon Northwest Notes Receivable & Temporary  Investments x Line 34

				Ratios:

		29		Short Term Debt		8.14%				8.14%				8.84%				14.22%				7.14%				2.68%				Line 23 / Line 27

		30		Long Term Debt		29.91%				29.91%				28.69%				27.22%				36.22%				39.38%				Line 24 / Line 27

		31		Total Debt		38.05%				38.05%				37.53%				41.44%				43.36%				42.06%				Line 29 + Line 30

		32		Common Equity		61.95%				61.95%				62.47%				58.56%				56.64%				57.94%				Line 26 / Line 27

		33		Total Capitalization		100.00%				100.00%				100.00%				100.00%				100.00%				100.00%				Line 32 + Line 32

				Inputs:

		34		% Washington Intrastate TPIS to Total Verizon Northwest TPIS		45.95%								45.77%				46.52%				46.40%				46.80%				Regulatory - Cost Model

		35		% Washington Intrastate TPIS to Total Washington TPIS		75.92%								75.93%				76.99%				77.19%				77.80%				Regulatory - Cost Model

		36		12 Month-to-Date Washington Intrastate Net Operating Income		$13.4								$36.2				$63.0				$57.1				$159.2				Regulatory - Cost Model

		37		12 Month-to-Date Washington Intrastate Depreciation and Amortization Expense		$124.7								$126.8				$124.2				$115.5				$112.7				Regulatory - Cost Model

		38		12 Month-to-Date Washington Intrastate Interest Expense		$20.0								$22.1				$26.4				$27.2				$27.1				Regulatory - Cost Model

		39		12 Month-to-Date Washington Capital Expenditures		$111.5								$140.6				$175.0				$214.7				$149.0				Regulatory - Cost Model

		40		Change in Washington Intrastate deferred income taxes		$1.0								$2.8				$18.7				$19.2				$19.1				Regulatory - Cost Model

		41		Change in Washington Intrastate deferred investment tax credits		$0.0								$0.0				$0.0				$0.0				($1.8)				Regulatory - Cost Model

		42		Washington Effective Tax Rate		35.00%								35.00%				35.00%				35.00%				35.00%				Regulatory - Cost Model / Tax

		43		Washington Annual Revenue Reduction ($29.7 million less $0.5 million uncollectible)		($29.2)																								Regulatory - Cost Model

		44		Interest Expense - Verizon Northwest		$41.5								$44.6				$50.7				$55.1				$56.4				10K / 10Q

		45		Gross Interest Paid - Verizon Northwest (Net Amount plus Capitalized Amount)		$47.2								$49.5				$57.3				$65.3				$60.3				10K / 10Q

		(a)		Amounts shown in Ms. Heuring's schedules
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