Expense Description

Total
Last Year

Total
This Year

South Central Bell
Expense Matrix
Mississippi - 1990

Salaries &
Wages

Benefits

...........................................................................................................................

Depr Expense - TPIS - 6561

Depr Exp - Prop Held Fut Use - 6562
Amort Exp - Tengible - 6563

Amort Exp - Intangible - 6564

Amort Exp - Other - 6565

Total Depr & Amort Expense
Less: Non-Regulated
Net Regulated

181,993,902
1,469
1,167,425
50

0

183,162,846
887,000
182,275,846

178,812,263
1,898
950,315

50
1595208.97

181,359, 734
889, 000
180,470, 734

178,812,263
1,898
950,315

50
1595208.97

181,359,734
181,359,734

...........................................................................................................................

Total Plant Non-Specific Opns Exp
Less: Non-Regulated
Net Regulated

234,223,936
3,978,000
230,245,936

235,039,130
3,776,000
231,263,130

30,760, 745
0
30,760, 745

8,744,716
0
8,744,716

195,533,669
0
195,533,669

...........................................................................................................................

Product Management - 6611
Sales - 6612
Product Advertising - 6613

Total Marketing - 6610
Less: Non-Regulated
Net Pegulated

8,936,160
8,704,420
2,068,666

19,709,245
3,752,000
15,957, 245

7,899,207
9,168,777
2,561,112

19,629,096
3,283,000
16,346,096

1,732,130
5,946,736

45,966
7,724,832

7,724,832

354,802
1,325,598
7,898

1,688,298

5,812,275
1,896,443
2,507,249
10,215,967

10,215,967

Call Completion Srves - 6621
Number Services - 6622
Customer Services - 6623

Total Services
Less: Non-Regulated
Net Regulated

8,070,748
7,027,522
39,156,470

54,254,740

8,484,936
7,313,961
42,580,597

58,379,495
1,091,000
57,288,495

6,635,627
5,231,134
23,293,239

35,160, 000

1,817,527
1,498,557
6,552,303
9,868,387

9,868,387

13,351,108
13,351,108

...........................................................................................................................

Total Customer Oprns Expense
Less: Non-Regulated
Net Regulated

73,963,985
4,438,000
69,525,985

78,008,591
4,374,000
73,634,591

42,884,832
42,884,832

11,556,684
11,556,684

23,567,075
23,567,075

...........................................................................................................................

Executive - 6711
Planning - 6712

Total Exec & Plamning
Less: Non-Regulated
Net Regulated

1,260,598
988,022

2,248,620
93,000
2,155,620

1,243,010
526,407

1,769,416
80,000
1,689,416

939,050
145,301

1,084,351
1,084,351

151,074
27,504

178,578

...........................................................................................................................

O —



Expense Description

Total
Last Year

South Central Bell

Expense Matrix

Mississippi - 1990

Total
This Year

Salaries &

Benefits

...........................................................................................................................

Accounting & Finance - 6721
External Relations - 6722
Numan Resources - 6723
Information Management - 6724
Legal - 6725

Procurement - 6726

Research & Development - 6727
Other General & Admin - 6728

Total General & Admin - 4720
Less: Non-Regulated
Net Regulated

7,921,336
8,251,995
3,868,554
16,981,888
1,717,665
3,808, 822
2,275,680
23,189,862

68,015,801
3,123,000
64,892,801

8,272,883
8,069,194
4,653,066

19,111,457
2,053,295
3,558,571
2,382,627

21,022,629

69,123,724
3,068,000
66,055, 724

743,250
418

0
4,307,401

12,843,647
12,843,647

732,113
636,491
312,460

0
140,273
0

0
968,529
2,789,867

19,111,457
1,169,772
3,558, 153
2,382,627

15,746,698

53,490,210
53,490,210

Total Corporate Operations Expense
Less: Non-Regulated
Net Regulated

70,264,421
3,216,000
67,048,421

70,893,140
3,148,000
67,745,140

13,927,998
13,927,998

2,968,445
2,968,445

Totat Expenses
Less: Non-Regulated

520,240,607
25,607,000
494,633,607

535,502,452
25,368,000
510, 134,452

146,010,662
146,010,662

37,496,427
37,494,627

339,096,571
339,096,571

..........................
........................................................................................
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vtility SCB Year endzd Decemdber 31, 3890 Page g1
INCOME STATEMENT ALLOC. OF REG. FROM NONREG. {cont.)
‘ Allocated ____Adjustments Total Total
Reg Non-Reg Reg Non-Reg Reg Nor-Reg
__(e) (f) (g) (k) (1) 51
754,386 20,203
54,817 1,410 137,491 14,070
218,751 4,205 230,065 4,052
40,524 1,618 73,635 4,375
60,037 2,736 67,748 3,148
8 (11) .
374,137 9,969 208,028 26,245
L_(374,137) (9,969) 245,458 (6,042)
1,538 3 (963) 277
(468) (3) (468) (3)
39,9520 294 ] 39,590 104
40,660 194 38,199 468
(414 ,.797) (10,163) 207,299 (6,010)
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veilisy 7 SCR Year ended Decomber 31, 18 20 Page g3
BALANCE SEEET ALLOC OF REG FROM NONREG {cont.)
_____Allocated Adjustments Tozal Total
Reg Non-Reg Reg Non-Reg Reg Non-Reg
(e) (f) (g) {h) (i) (i)
10,196 161 10,672 1,373
14,448 427 16,245 427
294,329 10,592 2,314,964 10,639
—4.0260_ ) 3.974 887,519 3,974
2,031 90 2,031 90
1,167 78 1,167 78
(503,434) 6.450 1.424 247 6,497
48 2 48 2
% 5 a8 — 5
29,646 134 35,882 134
377 14 3.051 14
30,023 148 38,933 148
SRS + 9072~7:> JN0N, O N N . 5,225 9
5,225 9 $.225 9
(55R8,138) 6.609 1.468.453 6 .636
2.2 45 2.254 45
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Veilaey SCB Year ended Dece=mber 31, 19& Page g5
TELECOM PLANT IN SVC ALLOC OF REG FROM NOKREG (cont.)
_____Allocated | Adiustments Total Total
Reg Noa~neg Reg Non~Reg Reg Non-Reg
- {f) g) (h) i) (i (k)
5,399 192 5,519 192
24 513 2,094 24,520 2 094
1,177 | 98 1.180 of
13,929 804 13,929 804
113,423 | 4,126 116,255 4.126 |
4,972 332 4,989 332
6,737 275 34 473 275
53,005 2.413 53 188 2 413
223,155 10,334 254 053 10 334
17,098 124,912
49,432 5 274.587 5
) 599
4.146
34,196
405 771 |
66,530 5 Rad 774 5
(1)
95,801
3,529
15,281
7.953 47
122 563 47
72,289
_ 345,672
85,825 .
- 504,698
1,515
~
. 8354
13,735
56,842
1,088,930
2,527 111 2,527 111
2,117 142 2,117 142
_4.644 253 4644 253
294 .329 10,592 2.314 964 10,639
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Allocated

REVENUE ALLOCATION OF REG. & NONREG. (cont.)

Adjustments

Reg
(e)

Non~Reg

(§4)

Reg

Nan~Reg

(b)

Total
KReg
(i)

Total
" Noz-Reg
(i)

g

252,824

2,398

(261)

9.249

1.764

-

-

s ansasNNSS

LY LR RN



- -

-

LR -

LR YL T B o

s TR

REVENUE ALLOCATION OF REG. & NONREG. {cont.)

.
A —

Page

Allocated

Adiustments

Reg
(e)

Non-Reg

(

Reg
(g)

Non"Reg

(b)

Total
Reg
(i)

Total
Neno-Reg
()

21,671

5,298

64

49

(<]

755

874

11,683

20,203

39,526

8,544

20,203

8,544

754 387

20 203
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vedrdey SCB Year ended December 31, 15 90 Page @1
EXPENSES ALLOCATION OF REG FROM NON RE_Q (cont.)
_ Allocated _ Adjustments Total  Total
Reg Non-Reg Reg on-Reg Reg Non-Reg
(e) (f) _ (g (h) (i) (3)
315 17 321 17
336 18 336 8
68 6 69 . [}
2 2
721 41 728 41
13,108 689 13,480 689
524 34
2,517 17 3,247 i% 1
16,846 629 _16.892 629
32 995 1.369 34 148 1,360
5,911 5,917
15,190 15,196
2
21 101 — 23 257
131
‘618
10,375
10,993
26 2.113
28 3.426 ]
3.640
410 7.121
4,104 12,660
7.60Q1
23,008
............ . 2,086
30,079
......... (129)
........ 1.000
2292
~ 173
64,130
54,817 1,410 137,491 14 070
30 (1) 30 (1)
30 (1) 30 (1)
2,311 2,301
3,100 320 5,992 320
6,007 1,528 11,829 1.880
e 16,252 | 1,449 16,337 1,476
e 3,308 | 32 13.416 100
e 21028 3.329 49,875 3,776
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T Utdilaty SCB Year ensed December 31, 1590 Page 93
EXPENSE ALLOCATION OF REG FROM NONREG (cont.)
Allocated _____Adjustments Total Total
Reg Non-Reg Reg Non-Reg Reg Non-Reg
{e) (f) (g) (b) (i) (j)
175,860 807 178,005 BO7
2 2
910 40 910 40
921 30 . 921 30
177.693 877 179,838 877
218,751 2 205 229,743 4652
2,366 363 6,830 1,089 |
2,217 679 7,019 2,150
103 7 2.498 64
4. 776 1,049 16,347 3,283
8.485
7.314 .
35 748 569 41,400 1,091
35,748 569 57,289 1.091
40,524 1.618 73.€35 4,375
1,149 59 1,184 59
504 51 505 51
1.653 £0 1.689 80
5.219 241 8.003 2790
3,330 281 7.787 282
4,370 209 ... 4,373 279
18,347 . 750 . 18.362 750
1,430 s 1,950 g
3.479 53 3483 77
57350 |” 21 2,362 21
19.150 839 19,729 1.295
S8, 384 2.656 66,059 3 068
00,037 2,136 67,748 3.148
374,130 9,969 508,618 26,244
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Ueilsty SCB Sear ended Decemper 31, 19 90 . . Page o3
OTEER INC ACCTS ALLOCATION OF REG FROM NONREG (cent.)
Allocated ____Adiustments Total Total
Reg Non-Reg Reg Noo-Keg Reg Non-Reg
(e) (f) (g) (b) (i) (3)
8 8
(19)
8 (11) _
(9.114) (24) (9,156) (24)
54,447 (2.325) 54 447 (2.325)
R 421 (417 8,421 (417)
47.515 216 48 891 216
(5,193) 358 (5,193) 358
5076 (2.192) 97.410 (2.192)
1,562
1,201 11 1,491 11
3 3
(1.610)
75 (8) (1.,409) (])
1_569 3 (932) o577
1,101 6 = 1,101 6
97 1 o7 1
oi4 k) 814 5
35,131 171 35,131 171
130 6 130 6
399 P 320 2
4 000 15 4,000 )
39,590 104 39,500 14
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BUSINESS CONTRACTS WITH OFFICERS, DIRECTORS AND AFFILIATES

UTILITY NAME: South Central Bell Telephone Company

List all contracts, agreements, or other business arrangements’ entered into during the
calendar year (other than compensation related to position with Respondents) between the
Respondent and officer and director listed on page 1. In addition, provide the same
information with respect to professional services for each firm, partnership, or organization
with the officer or director is affiliated. .

Name of Officer, Director or 1dentification of Amount Name and Address of
AfGliate Service or Product Affiliated Entity
" N/ ]
!
g

‘Business Agreement. for this schedule. shall mean anv oral or written business dea) which binds the
concerned parties for products or services during the reporting vear or future years. Although the
Respondent and/or other companies will benefit from the arrangement, the officer or director is,
however, acting on his behalf or for the benefit of other companies or persons.



UTILITY NAME: South Central Bell Telephone Company

Page 1 of 2

Year of Report
Decerber 31,19 90

Page 98

BUSINESS TRANSACTIONS WITH RELATED PARTIES

List each contract, agreement, or business transaction exceeding a cumulative amount of 2,600
in any one year, entered into between the Respondent and a business or financial organization, firm,
or partnership named on page 41 identifying the particular amounts, dates and product, asset, or

service involved.

Part 1. Specific Instructions: Services and Products Received or Provided.

1
2.

- computer services

- engineering and construction services
- repair and servicing of equipment

. Enter in this part all transactions involving services and products received or provided.
Below are some types of transactions to include:
- management, legal and accounting services

- material and supplies furnished

-leasing of structures, land, and equipment
- all rental transactions
- sale, purchase or transfer of various

products

Name of Company
or Related Party

Description
Service and/or
Name of Product

Contract or

Agreement
Effective Dates

(Prarchased
or (S)old

Annual Charges

Amount

~

BellSouth Corporation

BellSouth Communi-
cations Research

BellSouth Human
Resources

BellSouth Services, Incj

Personnel, Purdhasing
legal, Adminisfjrative

Support, Market

Support, Network

ing

Strategic Planrting

Services

Financial, Legall

Accounting, Regional

Dlanning, Persqg
Public Affairs,
Public Relation

Planning, Engin
Training, Marke
and Applied
Research

Management
Employment Bene
EFD Safety,
Environmental
Affairs Researc]

hnel

4]

Pering
o

fits,

P

‘o

'g

113,826

7,370

9,128

221




Page 2 of 2

Page 98

Year of Report

December 31, 19_ 90

UTILITY NAME: South Central Bell Telephone Company

BUSINESS TRANSACTIONS WITH RELATED PARTIES

List each contract, agreement, or business transaction exceeding s cumulative amount 0£2,500
in any one year, entered into between the Respondent and a business er financial organization, frm,
or partnership named on page 41 identifying the particular amounts, dates and product, asset, or
service involved.

Part 1. Specific Instructions: Services and Products Received or Provided.

1. Enter in this part all transactions involving services and products received or provided.
2. Below are some types of transactions to include:
- management, legal and accounting services - material and supplies furnished

- computer services «Jeasing of structures, land, and equipment
- engineering and construction services - all rental transactions
- repair and servicing of equipment - sale, purchase or transfer of various
products '
I Description Contract or Annual Charges
Name of Company Service and/or Agreement
or Related Party Name of Product Effective Dates (Prarchased
, or (S)ld
BellSouth Advertising &|Directory publishing P 238
Publishing Co. (BAPD)
BellSouth Corrmunicationg, P 180
Inc.
BellSouth Financial  |Financing Servifes P 138
Services ~
BellSouth Information |Data Processing p 73
Systems Services
DataServ Data Processing p 69
Equipment lease
and repair
BellSouth Educational |Training P 21
Services
Stevens Graphics Printing P 14
Mcca NMobile Communicgtion P 7
Services '
BellSouth Corporation [External Affairsg P - 5
(DC)
‘m_d
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BEFORE THE PUBLIC SERVICE C

OF
THE STATE OF MISSISSIPPI

89-UN=-5452

Nrgos-149 IN RE: NOTICE AND APPLICATION OF
SOUTH CENTRAL BELL

SOUTH CENTRAL BELL TELEPHONE COMPANY FOR

TELEPHONE COMPANY ADOPTION AND IMPLEMENT-

ATION QF A RATE STABILI~

ZATION PLAN FOR ITS
MISSISSIPPI OPERATIONS.

QRDER

This cause is before the Mississippl Public Service
Commission ("Commission”) for final determination of all
issues presented in this cawse, and the Commission, having
datermined that it has full jurisdiction of the parties and
©of the subject matter of this proceedinyg, and having
eonsidered the oral and documentary testimony and other
evidence presented, new makes the fellowing f£indings and order

herein:

I. PROCEDURAL BACKGROUND

on November 15, 198%, South Central Bell Telephone
Company ("SCB" or “"Company") filed with thia Commission its
Notice and Application For Adoption And Implementation Of A
Rate Starkilization Plan ("Mississippi Rate Stabilization
Plan') or {*Plan") for i{ta Mississippi operations.
Thereafter, notice was given as required by law to all
potentially interested parties and teo the public. The
Attorney Generzl of the State of Missisaippi ("Attorney
General"), the United Statea Dapartment of Defense ("DOD"),
variocus independent telephone companies ("Independents"), the
Mississippi Association of Resellers ("Resellers"), ATLT
Communications of the South Central States, Ine. (“AT&T"), MCI

Telecommunications Corpeoration ("MCI") and Mississippi Legal

JB. 14. 91 (01:43 PM P32




Services Coalition and Southeast Mississippi lLegal Services
(collectively "lLegal Services") all intervened in this
proceeding.

on December 11, 1989, the Commission suspended tha
Company's proposed rates, charges and Plan for a period not
to excesd 120 days and directed the Public Utlilities Star:s
("Staff") to make a full investigation tec determine the
raascnablanass and lawfulness of the proposed rates, charges,
and Plan.

Subsequently, on January 31, 1990, the Comrission antarad
its Second Amended EBcheduling Order in which, among other
things, the Commission established a schedule for the filing
of testimony and exhibits by all parties and intervencrs; for
the filing of data requests and responses thareto by certain
spacified dates; for a prehearing cenference to be conducted
on April 24, 1990 for the filing of final testimony and
exhibits subsequent to the prehearing conference; and for the
public hearings to commence May 14, 1990.

The preshearing conference was conducted as schedulad,
with extensive discussiocns and negotiations among the Staff,
the parties, and the Intervenors. on April 28, 1990, as a
conseguence of the prehearing conference, the Staff, <the
Attorney Ganeral, Lagal Services, and the Coempany entered into
certain stipulaticons which were thereafter accepted and
adopted by the Commission by its Order of May 7, 1990.

on April 27, 1950, AT&T and the Company entered inteo
certain Stipulations.. On May 14, 1950, the Attorney General,
the Company and legal Services entered into certain additional
stipulations. Both of these Stipulations were filed with the
Comrmission and made part of the record.

Prior to the commencement of public hearings in this
cause, the Independents who had intervened withdrew their
interventions and all testimony and pleadings associated
therewith and were dismissed from this case.

Upon the commencemant of public hearings in this cause,

TE8014. 91 21:43 PM P23
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the Resellers' Motion jin lLirxine to strike AT&T's testimony
ragarding restructuring of the intralATA market was haard.
The Commission granted said motion and stated that the subject
of intralATA competition should not be addressed in thia
docket but should be addressed in another dockat in the
future.

Public hearings in this matter were commenced on May 14,
1990, and concluded on May 15, 1990. All interested persons
and parties ware afforded a full opportunity to present
statements and evidence. Extensive avidence was introduced,
and all parties wera afforded a resascnable oppertunity to

cross-exanine witnesses of all other partias.

II. EINDINGE

Subsequant to the conclusion of the public hearings, the
Commission has duly considered all of the prefiled direct,
supplamental and rebuttal testimony and other evidence, and
does now make and enter the following findings:

A.

Recognizing the veast changes that had occurred and were
occurring in the talecommunications industry, in ouf Order of
August 10, 1988, we establizhed Docket UU-5214 to addressa tha
implication of these changes on tha provision of
telecommunication services in Mississippi. Among other
things, we directed the Company to file with us an overall
rlan for the development of new technologies in this State,
and to flle a proposed state-wide plan and tariffs to offer
on an opticnal basis a method of service that would (1) permit
ratepayers to have some contrel over their local charges: (2)
help low income persons to have access to the Company's
network: and (3) address extended area calling concerns. 1In
response to the Commission's Order of August 10, 1988, the
Company developed and provided toc the Commissicn detailed
information on the Company's plans feor the deployment of

techrclogy, especially in the rural areas of thiz State. In

2B 14. 891 0!1:43 PM 774
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additien, the Company developed a state-wide plan to provide
Mississippi ratepayers a local service optien that would allow
them to contrel their local telephone charges and that would
address sxtended area calling concerns. This plan, called the
Area Calling Plan ("ACP"), i1s available in much of the State
and will ba available to all South Central Bell Mississippi
customers by the end of 1950. Because some customers may want
to keep their service exactly the way it is, this new usage
based local service offering is provided as an opticnal plan.
Moreover, in Docket U-5214, wa diracted the formation of a
Task force to study and make recommendations to us concerning
regulatory approaches capable of responding to the changea and
complexitias in the current telecommunications anvironment.
The Task Force appeinted by the Commission studied and
considered the patters assigned to it, and on October 29,
1988, submitted a detailed raeport to <the 'CQmmissian
recommending the sstablishment and implementation of a Rate
Stabilization Plan. Aftar reviawing tha raport and filings
of the Task Force, the Commission dacidad to dafar the matter
of new regulatory appreocaches for future consaideration.
B,

In addition, the Mississippi Legislature anacted Section
77-3-2(h), Missisesippi Coda of 1972, which became effective
February 24, 1989, authorizing this Commission to consider and
adept formula rate-making plans, In granting that authority
to us, the Legislature declared the public pelicy of this
State to be “to encourage the continued study and research for
new and innovative rate-making procedures which will protect
the State, the public, the ratepayers, and the utilities, and
where possible, reduce the costs of the ratemaking process."

On November 15, 1989, the Company initiated this
proceeding, seaking approval of its proposed Mississippi Rate
Stabilization Plan. Our review of that Plan clearly shows
that the Plan meets all of the requirerents of the aforesaid

Section 77-3-2(h) Iincluding those requirements concerning
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periodic revenue adjustments and hearings related thereto.
The Commission takes this opportunity to axpressly confirm
that the plan does not propese, nor will it be allowed, to
abrogate the statutery requirements for hearings.

=

In the context of the developments described above, and
in light ot the extensive evidence presented in ths course of
this proceeding, we are convinced that the adoption of a Rate
Btabilizaticn Plan is in the best interests of the Company's
ratepayers, of the gensral public, and eof tha Company itsel?.
Accerdingly, we ordar <tha implementation of a Rate
Stabilization Plan gfor the Company's oparations in
Mississippi, as set forth herein; however, as sat forth below,
in doing se we reject certain aspects of the Company's
proposed Plan, make changes to certain other aspects of the
Cormpany's propesed Plan, and order instead the adopticn and
implementation of the Plan as modifisd harsin.

D,

As noted above, during the course of these proceedings,
the Company and certain parties and intervencrs antered into
certain Stipulations. Not all parties or intervenors entered
into all of the Stipulations, however: and the Commission
formally acceptsd and adopted as itz own only those
Stipulatiens entered inte on April 26, 1990, between the
Company, the Staff, the Attorney General, and Legal Services.
In any event, all parties and intervenors were afforded a full
opportunity to object to said Stipulations and to present
testimony and other evidence respecting these Stipulations.
Notwithstanding this opportunity, neo party or intervenor
objected to the Stipulations or presented any evidence at the
public hearings ceontrary tec or inconsistent with the
Stipulaticna dated April 26, 1990, which were accepted and
adepted by this Commimaicon.

Having considered all of the evidence presented by all

of the parties and intervenors, the Commission does now

76 14,91 £1:43 PM PODB
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further find as follows!

1. The Company's 1950 forecasted actual capital
structure of 61.55% equity and 38.45% deabt is the appropriate
capital structurs for the Company.

2. Tha total embedded cost of the Company's long=-term
and short-ternm debt is 8.67%.

3. For purposes of implementing tha Mississippi Rate
Stabilization Plan, the rate baaa for 1990 is $876,075,000.

4. The ongoing average investment base of the Company
shall be calculated in accordance with Exhibit A attached to
the April 26, 1990 Stipulation filed in this causa. -

5. For purposes of implementing the Mississippi Rate
Stabilizatioen Plan, the Company's income for 1590 is
$110,828,000.

6. The rate of return rangs for use in the Hisaiasippi
Rate Stabilization Plan is set at 10.74% t¢ 11.74% return on
average investment base (Rate Base as defined in Exhibit A of
the April 26, 1990 Stipulation filed in this cause).

7. South Central Bell shall reduce rates effective on
the date of tha implementation of tha Misalssippi Rate
stakilizaticon Plan by an annual amount of 322,800,000, S8Such
reducticns shall be applied to varicus rates in accord with
erdering paragraph 3 bslow.

E.

Excapt as hersaftar statad, the Commission accepts and
adopts as its own the Stipulation entared into by and between
the Company, the Attorney General and Legal Services dated May
14, 1990. The Commission adopts and incorporates into this
Order by reference all of the paragraphs of said Stipulation
except paragraph § therein which sets out how the $22,800,000
rate reduction should be allocated, The Commissjion's
allocation of said reductions is set forth in ordering
paragraph 3 balow.

Having considered all of the evidence presented by all

of the parties and intervenors, the Commission does now

N6. 14. 91 21:42 PM P27
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further find as follows:
1.

The Mississippi Rate Stabilization Plan ("MRSP") formula
will exclude from rate base (investment base) the company's
investrment in Long-Term CWIP.

2.

MRSP formpula will exciuae rrom oparating income thna

Company's accruals of Interest During Construction (IDC).
3.

Each and evary filing of a new innovative tariff proposal
by the Company must be accompanied by evidence that the new
sarvice will, at a minimum, cover its Leng Run Incramental
Coat (LRIC) and provide a contribution to the overhead of the
girm.

4.

The Company shall revissa the plan te provide for a
maximum of one revenue neutral adjustment during the three-
year plan. The adjustment shall be as follows:

A. Decrease revenues $1.0M from Schedula 4
(in pricrity order shown)

B. Increass revenues $3.0M as follows:

Rirectory Assistance

Eliminate exemptions from Hotels,
Motels and Mebile Phonas.

kate Pavment

Initiate 1.0% charge for paymants not
received by the billing date following
date bill rendered.

C. Ragroup Exchanges
5.
The following raports shall be furnished to the
commission:

A. Monthly -~ combined and intrastate income statements
and statements of investment;

B. Monthly = MR=7 report (This report details the
Company's access lines by customar class and type

of central office in service in Mississippi. This
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report will be filed with the Comnission on a
proprietary basis inasmuch as it contains
commercially sensitive information).

c. Quarterly - MPSC 1.

D. Budgat and budget comparisons, on a8 proprietary

basis, as required by the Commission.
6.

The duration of the Plan sha.l be three years. The PSC
shall raview the Plan after the fourth point of test (mid
1992), prior to the expiration of the Plan.

7.

The Company shall provide the public utilities etaff with
such information as the staff may require to investigate the
performance of the Plan.

8.

Tha Company shall develep s cost study which, for a given
i2-month period, assigns its xisnisiippi intrastate
investment, ravanues, expenses, taxes, and return toc the
services listad on Attachment A to the Stipulation or as may
be mutually agreed upon by the parties. The initial version
of the study will be complated to reflect actual results for
the 12 months anded on Decembar 31, 1991 and will be filed
with the Commission and the Executive Director of the Public
Utilities Staff under proprietary cover no latsr than June 30,
1992.

9.

In case of disputes between tha Company and the staff
regarding the operation of the Plaﬁ, such disputes willl be
rasclved by the commisgsion as set forth in the Ta=k Force
Raport dated October 31, 19B8.

F,

Higterieslly, basi¢ tzlevhone exchange service provided
by the Company has been priced below cost, and such service
has been subsidized for many years by revenues generated from

other services. The advent of competition in the
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telecommunications industry tends to drive rates for various
services toward <the cost of providing such services.
Therefore, it would be inappropriate for any of the proposed
522;800,000 rate reduction to be applied so as to reduce rates
for basic local exchange service, which is already priced
below Cost.
G.

puring the hearings, testimony was presented regarding
the unique problems relating to telephone services that are
currantly faced by DeSoto and Smith County residents. DeSoto
County telaphons users have a strong community of interest
with both Mamphis and Colliervills, Tennessee. This community
of interest includes strong sconomic tias between the Memphis
araa and the DeSote County area. This Commission firmly
believas that high toll rates cperate as an economic barrier.
Removing this economic barrier would esrffectively make the
entire Mamphis area a potential customer of DeScte County,
Mississippi. Additionally, it would allew DeScto County
recidants increased accass to their jobs and businesses in the
Mamphis area. South Central Bell'a Mississippl operations,
however, are bounded both by LATA boundaries and state
boundaries. This Commission is cencerned with the needs of
the citizans of peSoto county and yet recognizes that its
jurisdiction over the Company does not allow a complete
solution to this problem. To begin to address the problem,
the commission finds that South Central Bell should adjust its
ACP rates to provide for reduced rates for calls to Memphis
and Collierville, Tennessee., Further, this Commission shall
enter into discussions with the Tennessee Public Service
Commission, thes Company and all other telephone companies
providing service in that area, to seek tc develop reciprocal
calling arrangemunts from t¢these Tennessee exXchanges into
Mississippi.

Repreasantatives from Smith County presented arguments

which supported the need to reevaluate arrangements for local
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calling in the county.

In the interest of baing responsive to the sxpressed
needs of Smith County residents, and as a vehicle for
gathering data on possibls future enhancemants for the ACP,
the Commission finds that modifications to the ACP for Smith
County on a trial basis are desirable, The Company and the
Staff should work together to determine such medifications and
implementation schedule. Upon the accumulation of sufficient
data the staff and tha Company shall review the results of tha
Smith County modification to determine the feasibility and
desirability of extending the medifications on a statewide
basis.

H.

The evidence presented was sharply conflicting concerning
the nacesaity for and frequency of hearings yhen changes in
rates are to be made under fhc Plan tollaging the Conmpany's
seni-annual reports to the Commimsion of certain reguired
financial dmta. Certain Intervenora proposed that hearings
be held evnry time there is any such change in rates under the
Plan, The Comnission £inds that this proposal is whelly
unworkable and would defsat the vary efficiencios that the
Plan is designed to accomplish. Accordingly, the Commission
datermines that no hearings will be required g;th respect to
changes in rates under the Plan, so long as these changes are
within the limits praescribed by Section 77-3-2(h).

I.

The evidence was alsa conflicting oconcerning the
nacessity for hearings before modification can be made to
certain schedules found in the Plan. The Plan proposed by the
Company provided that services subject to change under the
Plan wera specified in Schedules 4 and 5 to the Plan, That
propesed Plan "nrther providad for periodic reviews by the
Commission and the Company respecting any modifications that
should be made to thoso Schedules. In our view, this proposal

iz unacceptable because it places entirely too much authority

10
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in the hands of the Company and the Staf?, without the
safoguards of notice to persons who may be affectad by such
modifications to Schedules 4 and 5 and the opportunity for
them to be heard. 1If any medifications to Schedules 4 or 5
are proposed by the Company or the Staff, an appropriate
request to the Commission therefor must bs made, and notice
will be given to perscns potentially affected thereby; and,
i?2 appropriate, hearings will be held to determine whether
such medifications should be made, Accordingly, the
cemmigsion orders the preparation of a Rate Stabilization Plan

which incorporatas the conclusions in this regara.

III. EINDINGS CONCERNING REDUCTIONE
The $22.8 Million raduction in rates resulting from the

April 26, 1990 Stipulation prasants the Commission with a
pleasant dilemma; i.e., how to equitably spread the rate
reduction to most affectively benafit the ratepayers of
Migssissippi. Most all of the parties and intervenors urged
that the reduction ba applied to areas invelving <their
reaspactive interests. This is understandable for thay are
advecates. However, the Commission’s charge is to protect the
interests of all parties, intervenors, ratepayers, and the
Company. Thers is no difficulty in determining the areas that
desarve coneideration for reduction, They are numercus. The
funds, however, are finite. With the foregeing in mind, we
undertake the task at hand.
Blocking of 900/976 Nunbars

The Missisaippi Public Service Commission has previously
ordered that South Central Bell block 900 and 976 numbers free
of charge for residential customers that request blocking.
Since that time it has been brought to the Commission's
attention, thre.yh numerous cumplaints, that other classes of
ratepayers such as churches, schools and businesses, also
dagire to have 500 and 976 numbers blocked. cemmissioner

Watsen initiated an inquiry into this matter at the hearing

11
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