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anel south c.ntral Sell aqr••d to furni.h the CCl1lll'llissicm

information ooncerninq t.he revenue 10•• And cost to South

Central Sell to provide blocking of the.e number. free to all

classe. of ratepayers. The ~ommis.lon tinda that it is in the

public inter••t to .liminate the existing $3.75 monthly char;.

to t.he above cla•••• of customers for blocking of such call•.

Therefore, a portion ot t.he $22.8 Million rate reduction shall

b. ~ppli.d to this ••rvice as ••t out: In Orc!er1nq paragraph

3 below.

Extend.d Are. calling Plon CAep)

Four public witn••••• urqed the COlIIJDi••1on to extenel

local callin; in Smith and DeSoto Count.ie.. Additionally, the

Commi••ion has r.oeived numerous inqulri•• from rQsldents in

the•• two counties and other counti•• Cloncernin; these i ••ues.

South Central Bell, t.hrouqh it. witn••• Jame. H. AnderaOn,

a1.0 reque.ted the Commi••lon t.o extend the Area callin; Plan

from 22 mile. to 30 mile.. Thi. would allow residents ot all

Mi•• i ••ippi counties to call their county .eats on a 19cal

measured ba.is. The exten.ion of the Area calling Plan will

a180 go a lonq way in helpinq alleviate ~. Extended Area

Service (EAS) problem. taoin9 many rural custcmers. As

~ointed out by Mr. Anderaon, intraLATA short haUl toll rate.

ar. at a level that substantially re.tricts calling to near~y

exchange.. This limits economic expansion trom larqer cities

int.o t.he rural areas which are served by a nearby exchange.

Reducing th••e short haUl toll rates shOUld serve to open up

Ol'l'ortunities tor economic developmont. In larse metropolitan

areas today, customers can call locat.ions that are 30 miles

away on a local basis. In many of the smaller exchanges in

the state, it i. nece••ary to call on a toll basis at these

and even shorter distances. Expansion of t.he Area calling

Plan to 30 mil~e make••xpan~ed calling scopes available to

customers in smaller exchanqes on a basis similar to customers

in larger exohanqes. We are convinced that high toll rates

do create an economic barrier to the citizens of our state and
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that by reducing rates in the.e areas we will help enhanoe the

economic development ot the st~te. Therefore, a portion ot

the $22.8 Million rate reduotion Bhall be a~~lied to extend

the oall ar.a from 22 mile. to 30 mile. and to inolude county

seat calling a. Bet out in Ordering paragraph 3 below. This

shall be aooomplished no later than July 31, 1990 in those

exehanq•• Where the Are. Calling Plan 1. currently in aftect.

81-Jurildictional WATS

The Commi••ion tinds that during the pendency of this

oa•• , it reoeived corre.pondence from .everal interexchange

carrier. reque.ting that the Commis.ion review its poliey on

the requirement tor jurisdictionally separate WATs acce••

lin... That polioy was eet forth in Docket No. 0-4977, in

which the Commi.sion order.d that interstate and intrastate

WATS eervice be provided over jurisdictionallY separate WATS

ace••• lines.

On April 20, 1990, South Central Bell filed a tariff

revision (to be effective July 2, 1990) Which provi~ed for the

introduction of a bi-jurisdictional WATS .ervice. The

estimated annual rev.nue impact on South Central Bell ot the

filing i. a reduction in revenu•• ot $770,000. The Commis8ion

find. that signifioant changes have ooourred in the market to

the point where jurisdictional re.trictions are no longer

appropriate and that customers will ben.tit trom this tiling

through the abil i ty to oonstruct more efficient networks.

Therefore, South Central Bell's proposed l:li-juriscUcticnal

WATS tariff should be implemented effective 3uly 2, 1990

and a portion of the $22.8 Million rate reduction shall be

applied to this service as eet out in ordering paragraph 3

below.

Burel Zone Mileage cblrq••

Rural zone mileag. cha::qe. are de.igned to recoup the

extra expense to eerve customers located outside the base rate

area. The .ame chargee are also responsible for some

customera not being able to afford 81ngle line ••rvice. As
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stated by Hr. Anderson or South Central Sell, ~he zone charge

1. simply a fixed charge that 1. added ~o ~he basic rate tor

customer. who live in a rural area. Xn keepinc; wi~h the

universal service goal ot this Commis.ion, a reduction in zone

oharge. would make ~elephone .ervioe more atfordable to

customers d••iring aingle 11ne telephone .ervicQ. Alao, by

combining zone charge reductions with the Area Calling Plan

reductions, customers in rural areas can ••• a sUbstantial

r.duction in their phone ~ill.

'I'heretore, we tind ~at we can aooomplish cur .tated

90als by allcostine; • portion ot the $22.8 Mi1l1on rate

reduction to all rural zone 'IIlile.CJe chartle. a. .et out in

Ordering paraqraph 3 below.

IntraLATA Toll Redugtien

XntraLA'I'A toll charge. are priced above coat and

oonsequently provide a contribution to local .ervice.

Historically, intra.tate rates have been priced higher than

interstate rate.. However, with increasing competition trom

~he resellers and interexchange carriers, intraLA'I'A toll rates

must be reduced in order for south central .ell to retain any

of that busin••• and remain in a competitive poature lor the

tuture.

south Cen~r.l Bell, the Attorney General and Mississippi

Le9al service. coalition/Southeast Mississippi Legal Servic••

entered into a S~ipulation on Hay 14, 1"0' In paragraph ~

of that stipUlation the parti.s to the stipulation sU9;e.ted

allocation ot the reduction t:o certa.in are•• J one of them

being a reduotion in intraLA'I'A toll in th. amount ot $10

Million.

The updated testimony ot AT'T's witn••• , Veil E. Brown,

aU9geeted a reduction to be allocated between IntraLATA toll

and local aervic~s in the am~unt of $12.6 MillIon.

South e.n~ral .all urged that any reductions to

intrastate acceee charge. must be accompanied by reductions

to South C.n~ral Bell's intraLATA toll ratea. 'I'he Company

14
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t.stified that such concomitant reductions are necessary in

oraer to avoid increasing the d1&p~rity between South Central

Bell intraLATA toll rates and rat.s for int.r~TA calling•.
Mr. Anderson ot South Central Bell testitied on direct

and cros.-axamination that intrastate toll was priced above

cost and that it was South Central Bell'S intention to move

it toward coat.

The Suprema Court of Mi.stssippi in pittman v' MPSC, 538

So.2d 387,400 (Hiss. 1989) .aid:

Under the atatute utility rate. muat be juat
and reasonable. The atatutory requir.ment ot juat
and reasonable ret•• is satisfied when the rate. ara
coat baaed.

Cost based rat•• are a qoal ot thi8 commia.ion, however,

it is the experience ot this Commi.alon that the qoal ot coat

based rate. often conflicts with other qoal. of thia

commission, •• q., universal service. Additionally, moving to

cost based rates too quickly can result in rate .hock to the

local subscriber. The commiaaion view. co.t ba.ed rate•••

an idaal, a yellow brick roaa that we tread deliberately and

diliqently with full knowledqe that countervailinq goals may

prevont our arriving at: the goal of totally cost based rates.

Therefore, a portion of the $22.8 Million rate reduction shall

be applied to intraLATA toll as set out 1n Ordering paragraph

3 below.

Lit_lin. Prggram

Laqal Services witness Roqer Colton advocated ~e

institution of a lifeline program in Kississippi and urged

~at a portion or the $22,800,000 rate reduction be used to

implement auch program. This Commission is committed to the

ideal ot universal telephone service and we are very much

aware ot the .pecial needs of very low income ratepayers. We

have directed the Company to tile two (2) .e~arate tariffs

whie/\ siqnifieantlY address the needs of low incO'llIe cust01l1ers.

The first of theae was Link-Up Mississippi, which was approved

in May ot 1989. This plan has been successful 1n promotin9

15
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sUbscriber.hip among low income household. wi~out triggering

the need for increases in basic looal exchange rate.. The

.econd taritt tiled by the company to address the needs of low

income customera was the Area calling Plan (ACP) as ordarae

by the Commiesion in Docket U-5214. The ACP wa. d••iqned to

"provide a way tor ratepayers to oontrol their 100al telephone

rates, help low income persons have acee•• to the network, and

addre•• extended area calling eoncerns tl ,

The Commission tinds that a portion ot the $22.8 Million

should be allocated to addre.. further the ne.da ot our low

income telephone subscribers. Te.timony eupport. both the

ne.d to turther retine the ACP and implement a Lite11ne

Servioe otterin; Which would be avaUable to all persons

lIIeeting the eligibility requirements to be established tor

the program. Lifeline is a tederal a••i.tance program whereby

part or all of the federal subscriber line charg•• are waived

to the extant that intra.tat. rates tor these oustomera are

11kewise reduced. Theretore, for tho.e customers who ~••t

the .li9ibili~y requirements tor the litel1ne ••rvie.

offerin~, ~he Commission finds ~htlt the ACP monthly ra~e

should be r.duced by $1.00. The commi.sion with input from

the Company and Loqal Service. will develop a Lifeline plan

consistent with this order tor the purpo•• of submission to

the Federal COIIIJllunications Commission to secure plan

oertitication and thereafter ACP monthly rates shall be

reduced a•••t forth above.

Therefore, a portion of the $22.8 Million rate reduction

shall be applied to the.e services as .e~ out in OrderinC:1

paraqraph 3 ~.low.

Intrastate Acc." charge.

Prior to divestiture AT&T and ~e Sell operatinq

Companies were s:i.blinqs tle i/:;sue of "Ma Bell" and shared many

common interests. Since divestiture their common interests

have diminished and it is not unusual for the tormer siblings

to aqreo to disagree. One issue that AT&T and south central

16
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Sell do aqree on 1. that intrastate aoe••• charqes .hould be

moved toward parity wi~h interstate acce•• charqe.. South

Central Bell's witne•• Jim Anderson, AT&T'. wi~nesses Garry

L. Sharp and Neil E. Brown, and MCI's witness Don Wood, all

advoca~ed a reduction in in~ra.~ate aoc••• charqes. The.e

wi~ne••e. aqre.d that the qoal i. tor intra.tate acce••

charqe. ~o tI!lIlr'ror" interstate access charqes, however, the

intervenors wanted. that qoal accomplisheel instanter. Th.

company urged that it would be inappropriate to re~uo.

intrastate acc... charqes by the amount urqed by the

intervenors .0 aa to achieve such parity at this ~ime. South

Central Sell, the Attorney aeneral and Leqal Services, in

their aforementioned .tipulation, .et the intrastate aoce••

reduction at $4 Million. The Commission accepts the concept

that in~rastate acee•• charges .houlel move towar~ parity with

in~ersta~. acce•• charges, however, aa we stated previously,

the funds available tor this are tinite. The Commbsion

agre•• with the position taken by the company, the Attorney

Ceneral and Leqal Servic•• in their .tipulation. Theretore,

a portion of the $22. e Million rate reduction shall to b.

applied to the reduction of intrastate acce•• charges .s •• t

torth in Order1nq paragraph 3 below.

IT IS, THER~FOR~, ORDERED by the Commission that:

1. It i. in the be.t inter••ts ot Mississippi

ra~.pay.r., the pUblic, this Commission, and the company for

this commi•• ion to adopt and implement a ~.te Stabilization

Plan.

2. The Commiesion hereby adopt. and orders the

implomentation ot ~he Mississippi Rate Stabilization Plan in

the form and content of the November 15, 1989 Plan tiled by

the Company, but a. modified by our Findin9s herein. In order

~o implement tllis c01ll1'dission order with respect to the

Mississippi ~a~e Stabilization Plan, the company is ordered

to make the mOdifications required her.in and is ordered to

prepare and file the Plan as a tariff Which will beeome part

17
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of it, Olnlral Sub,crib.r Service, Tariff, with an effective

date of July 1, 1990.

3. The company ahall immediately fill, to bloome

Iffectiv. with billing periods on and atter July 1,. 1990,

except as otherwise 'et forth herein, tarift., ratail, and

charges, to reduoe its rate. by an annual amount of

$22,800,000 to b. apPlied as !ollow'l

service Cot-ggbi•• $ aldugtion Ampunt

1.4M

ACP
Expand curr.nt ACP calling Irl••
to 30 mil•• and allow ,11 ACP
cUltom.r. to gill county I.,t

Agg•••
Baduce intra.tate priginating
and t'rminat!nq CCLC tRward
t be int.r'tA;' leyel

Toll
Mrs Rate'

Burel Zgn. Mil.IS' Cnlrq"

p.Soto County

Smith County

li-Juri,dictignal WITS

Blocking

:I.!5M

4.0M

lP,gM

2,5M

. OlH

,77M

,017M

4. This Order constitute. the final order of this

Commission in this eau•• , and supersed•• and aupplants any

int.rim or oth.r prior Orders h'rlin to the Ixtent that any

such Order 18 inconsistent with any tindin; or conclusion

hlrein, or any other provi.ion herlof.

5. Each sp.cific finding of faot and conclu.ion of law

heretoforl made in this Order i. aoceptld and adopted .a an

ultimate tindinq of tact and conclusion of law by the

CODission.

ORDERED b" the

~~, 1IUIO.

comm1•.d.on this thl J F day ot

18
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FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON. D.C. 10...

... .....y .... yo:

June 22. 1990

Hr. Paul Glist
Cole, Raywid &Braverman
Attorneys at Law
Second Floor
1919 Pennsylvania Avenue, N.W.
Washington. D.C. 20006

Dear Mr. Glist:

This is in response to your letter of December 20, 1989 which requested
a response that would allow companies paying pole attachment rentals to
determine pole attachment carrying costs using Part 32 accounts reported 1n
the Annual Report Form M.

You requested that we review your understanding of where the contents
of certain Part 31 accounts are reported on the Federal Communications
Commission Annual Report Form M. Annual Report Form M was revised on April
27, 1989 (DA 89-503, released May 12. 1989) to reflect the new accounting
system in Part 32 (~7 C.F.R. Part 32) that replaced the accounting system in
Part 31 effective January 1, 1988.

Your letter also requested information on whether or not the contents
of several apparently comparable Part 32 expense accounts now include more
expenses than they preViously included under Part 31. The Part 32 accounts
for which you requested more specific information are discussed in the
following paragraphs.

Account 641', Poles expense.

Account 6411 under Part 32 is comparable to Part 31 Account 602.1.
Repair of pole lines, if the benefit component and rent component of the
expense rna trix are eliminated. Under Part 32. Account 6411 includes benefits
preViously included in Part 31 Account 672. Relief and pensions. social
security and other payroll taxes preViously recorded in Part 31 Account 307,
Other operating taxes, and rents preViously included in Part 31 Account 671,
Opera ting rents. Account -602. 1 generally matches with the sum of columns (ac)
and Caf) reported for Account 6411 on Annual Report Form MSchedule 1-1.



In the formula prescribed in CC Docket 86-212, the benefit amounts
reported in Annual Report Form M Schedule 1-1 column (ad) would have been
included as part of the numerator for the calculation of the administrative
expense ratio and the social security and other payroll taxes also included in
column (ad) would have been included in the numerator for the calculation of
the normalized taxes ratio. The rents reported in column (ae) would have been
included as part of the numerator for the calculation of the administrative
expense ratio.

Account 612~, General purpose computers expense.
Account 672~, Information management.

Your letter correctly notes that Part 31 did not provide separate
accounts for computer expenses and that Part 32 includes expenses recorded in
Account 672~ in the category of general and administrative expenses. Your
letter is not correct in assuming that if one wishes to isolate the computing
expenses a telephone utility incurs in general corporate overhead, one wo~d

look to Account 6724 only. Account 612~, as presently described 1n Part 32
. does include some expenses that under Part 31 were included 1n general and
administrative expenses. Expenses recorded in Account 612~ relate to a~ts

recorded in Account 2124, General purpose computers, which by definition
relate to general administrative information processing activities. (See
~7 C.F.R. Sections 32.2124 and 32.5999 (b». While we have conducted no
formal analysis of this account it should not contain expenses associated
with computers and related devices and software that perform switching,
network signalling, network operations or plant specific equipment functions
for which accounts have been provided {see 47 C.F.R. 32.2124 (d».

Account 6535, Engineering expense.

Under Part 31, expenses of general engineering departments were recorded
initially in Account 705, Engineering expense and then cleared to other
accounts on the basis of services rendered, as determined by the time devoted
to particular jobs. The pay and expenses of supervisory personnel and other
personnel engaged in clerical, reproduction and record work were also cleared
to other accounts. Under Part 32, Account 6535 includes general engineering
expense that is not directly chargeable to specific undertakings or projects.
Under Part 32, engineering expenses directly related to poles would be
recorded in Account 641', Poles expense. As a result, a portion of Account
6535 would include the indirect expenses of supervisory personnel that under
Part 31 would have been cleared to Part 31 Account 602.1, Repair of pole
lines.

- 2 -



Account 6611, Product management.
Account 6612, sales.
Account 6613, Product advertising.
Account 6621, Call completion services.
Account 6622, Number services.
Account 6623, Customer services.

Under Part 31, the expenses recorded in Accounts 640 through 650,
considered in the aggregate, generally track to Accounts 6611 through 6623
under Part 32, with the exception of connecting company relations expenses,
which were recorded in Part 31 Account 644 that are now recorded in Account
6722 under Part 32.

Account 6722, External relations.

Some of the expenses recorded in this account were not included in
Accounts 661 through 677 under Part 31. These expenses include nonproduct
related corporate image advertising and some expenses that were recordeo in
Account 644, Connecting company relations. The nonproduct related corporate
image advertising portion of the expenses recorded in Account 6722 can be
identified on Annual Report Form M Schedule 1-6. There is no separate
identification of the connecting company portion of expenses recorded in
Account 6722 in the Annual Report Form M.

Account 6726, Procurement.

Under Part 31, the expenses now recorded in Account 6726 were originally
recorded in Account 704, Supply expense and then cleared to appropriate
accounts including Accounts 661 through 677.

We have reviewed the attachment to your letter, which we have revised in
light of the previous discussion and enclosed as an attachment to this letter.

If you have additional questions you may contact John T. Curry or
Thaddeus Machcinski of my staff on (202) 634-1861.

Sincerely,

~~/~
Kenneth P. Moran
Chief, Accounting and Audits Division

Attachment

- 3 -



ATTACHMENT

Conversion Schedule

Part 31
Account Part 32 Account Title Form M Location

100.1 Telephone Plant in Service 2001/Sch. B-1

171 Accumulated Depreciation 3100/Sch. B-1

176.1 Net Current Def. Operating Inc. Taxes ~100/Sch. B- 11
Net Noncurrent Def. Oper. Inc. Taxes ~3~0/Sch. B- 11

241 Pole Lines Investment 2~ 11/Sch. B-1
608 Pole Lines Accumulated Depreciation 2411/Sch. B-5b

304 Operating Investment Tax Credits-net 7210/Sch. 1-1
306 Operating Federal Income Taxes 7220/Sch. 1-1
307 Operating State and Local Income Taxes 7230/Sch. 1-1 .Y

Operating Other Taxes 7240/Sch. 1-1 1/

308.1
308.2
309 Provision for Defer. Operating Inc. Tax-net 7250

602.1 Pole Expense 6411/Sch. 1-1 2/

661 Executive and Planning 6710/Sch. 1-1

662
663 Accounting and Finance 6721/Sch. 1-1

664 External Relations 6722/Sch. 1-1 1/
Legal 6725/Sch. 1-1

1/ Does not include social security and other payroll taxes.

2/ Column (ad) will include relief and pensions formally recorded in Account
672 and social security and other payroll taxes included in Account 307.
Column (ae) will include rents included in Account 671.

3/ Includes institutional advertising included in Account 642, and connect­
ing company relations included in Account 644. The amount of advertising
in 6722 is reported on Form MSchedule 1-6.



Part 31
Account

665

668

669

670

671

672

673

67~

675

Part 32 Account Title

Other General and Administrative

Poles Expense (other matrix)

Poles Expense (other matrix)

Earth Station Expenses

Poles Expense (rent matrix)

Poles Expense (benefits matrix)

Telephone Franchise Requirements

General Services and Licenses

Other Expenses
General Purpose Computers
Engineering Expense
Human Resources
Information Management
Procurement
Research and Development
Other General and Administrative

Form H Location

6728

6411/Sch.I-1 col.(af)

6411/Sch.I-1 col.(af)

6231/Sch.I-1 col.

6411/Sch.I-1 col.(ae)

6411/Sch.I-1 col.(ad)

Various Accounts

Various Accounts

Various Accounts
6124/Sch. 1-1 4/
6535/Sch. 1-1 4/
6723/Sch.1-1
6724/Sch. 1-1 4/
6726/Sch. 1-1 2/
6727 /Sch. 1-1
6728/Sch. 1-1 6/

4/ A portion of these expenses were included in total administrative and
general expenses under Part 31.

2/ A portion of the expenses recorded in this account were recorded in Account
704. Supply expense under Part 31 and then cleared to appropriate Accounts
661 through 677.

6/ A portion of these expenses were included in Account 626 Rest and lunchrooms
under Part 31.
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FEDERAL COMMUNICATIONS COMMISSION
W ....HINGTON. C.C. UIW

November 23, 1990

Diana J. Harter, Esq.
Southwestern Bell Telephone
1010 Pine Street
St. Lou1s, Missouri 63101

Dear Ms. Harter:

-
I \ -", - • , r,,",..F ;,.&;:"

'..J '\ •

...~.,.... .,O:

We have received your November 8, 1990, letter regarding Hr. Glat'.
questions on the treatment of rental expense in pole attachment rata.

In your letter you state that for pole attachment rates charged to cable
television companies, Southwestern Bell includes the pole rental expense 1t
pays to power companies in the numerator of the maintenance expense ratio
established by the Commission in Amendment of Rules and Policies Governing the
Attachment of Cable Television Hardware to Utility Poles, 2 FCC Rcd Jl387
('987). You contend that the basis for that procedure is our June 22, 1990,
letter to Mr. Glist \oIhich states that Part 31 Account 602.1 is comparable to
Part 32 Account 6~11 and the attachment to that letter which shows that Part
31 Account 602.1 is converted to Part 32 Account 6~1'.

Moreover, your letter asserts that Mr. GHst desires Southwestern Bell
to selectively return to the Part 31 accounting system for calculating a
aingle maintenance expense ratio for pole attachment rates whUe ignoring the
offsetting effect the change to Part 32 had on other pole attachment rate
expense ratios, such as the administrative expense ratio.

We do not agree with Southwestern Bell's 'interpretation of our June 22,
'990, letter to Mr. Glist, as it relates to pole rental expense. We believe
that this letter clearly states in the section entitled "Account 6111" Poles
expense" tha t AccoL:lnt 611" is comparable to Part 31 Account 602.1 if the
benefit componen~ ano the rent component of the expense matrix are eliminated.
Thus, it is our opinion that in computing the maintenance expense ratio you
would not include in the numerator the amounts reported in Account 6411
columns (ad) benefi ts and (ae) rents.

We also do not believe that Mr. GHst's request ignores the oN'setting
effect the Part 32 change had on .other pole attachment rate expense ratios. He
does not object to inclUding all telephone company rent expense in the
numerator of the administrative expense ratio nor does his letter Object to
the inclusion or benefits in this ratio as our June 22, 1990, letter advised.



•
Should you have further questions concerning this matter, please contact

lIle on (202) 6311-,S61.

Sincerely,

/~~
Kenneth P. Moran
Chief, Accounting and Audits Division

cc: Paul G11st, £sq.

- 2 -
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June 24, 1991

CIIAIG 5 "'CCOY

(1."3-1.7.)

C"SLE AOORESS
"CIIAS"

TELECOPIEII

(2021"52-0067

Ms. Jan J. Curtis
South Central Bell
P. O. Box 771
Birmingham, AL 35201

Re: Pole Attachment Rates

Dear Ms. Curtis:

Thank you for the information you provided with your
letter of June 19, 1991. A signed confidentiality agreement is
enclosed. There are several calculations with which I differ,
but I will focus only on three matters of substance.

South Central Bell's calculations are, in summary:

Net Investment Per Bare Pole

Carrying Charges

$163.04

Maintenance
Depreciation
Administration
Taxes
Cost of Capital

Use Ratio

16.85%
10.56%

7.11%
7.68%

11.99%
54.19% x 54.19%

x 1/13.5

$ 6.55

Our first area of difference is in the calculation of
the maintenance component of the carrying charge. Inthe FCC's
Accounting and Audits Division letter of June 22, 1990 to me
(copy enclosed), Mr. Moran explained that only columns (ac) and
(af) of the Account 6411 matrix under Part 32 may be included
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when computing pole rents. (The reason is that in the Part 31 to
Part 32 conversion, pole rents paid by SCB to a power company may
not be charged to cable.) In his November 23, 1990 letter to
Southwestern Bell, he reiterates that (ad) and (ae) must be
excluded.

South Central Bell's Annual Report to the Mississippi
PSC shows the following breakdown:

Matrix

(ac) salaries
(ad) benefits
(ae) rents
(af) other
(ab) total

Amount

291,929
67,902

6,532,065
709,591

7,601,487

Thus, the chargeable amount of maintenance expenses are only
291,929 + 709,591. The computation becomes

1,001,520
72,194,010.47 - 23,599,952 - 3,510,862

Our second area of difference is in the administrative
component. The same A&A letters indicate that only a portion of
the 13,515,371 account 6535 may be charged. Absent an appropri­
ate Part 31 to Part 32 conversion, the proper computation would
be

70,893,140 c 5.96%
2,321,480,485.51 - 903,001,393 - 230,485,063

Our third area of difference is in the cost of capital
component. The FCC has ruled that when a range of return is
specified by a PSC, the pole rents are set against the midpoint.
Teleprompter Corp. v. Tampa Electric Co., PA 81-0041, Mimeo 6683
at ,8 (Sep. 26, 1983) (attached). The PSC's 1990 order estab­
lishes a range of 10.74-11.74% return on average investment base
(p.6). Thus, the cost of capital should be 11.24%.

Our calculations are, in summary:

Net Investment per Bare Pole

Carrying Charges

$163.04

Maintenance 2.17 %
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Depreciation
Administration
Taxes
Cost of Capital

Use Ratio

10.56%
5.96%
7.68%

11.24%
37.61%

1

x37.61"%

x1/l3.5
$ 4.54

On behalf of VACC Midwest and the Mississippi Cable
Television Association, I am requesting that South Central Be1l~

voluntarily reform its pole attachment rates to $4.54. P1ease':€
let me know your decision within the next fifteen days.:E

.... e fw:

:i':at
:at~s

~'" - '. f

Sincerely yours,

c:J C--Paul G1ist

Enclosures

cc: Fred McCallum (w/o enclosures)
Frances Permenter (w/o enclosures)
Suzy Hensley (w/o enclosures)
Madlyn Bloom (w/o enclosures)
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South CentralBell
P.O. Box"'
Birmingham. A"bema 35201

Auqust 22, 1991

Mr. Paul Glist
Cole, Raywid & Braverman
Second Floor
1919 Pennsylvania Avenue, N.W.
Washington, D.C. 20006-3458

RE: Pole Attachment Agreement Between UACC Midwest d/b/a United
Artists Cable MS G.C. and South Central Bell

Dear Paul:

We have completed our review of your June 24, 1991 letter
concerning pole attachment rates for UACC Midwest. As we are all
aware, the introduction of the Part 32 accounting rules has caused
some confusion and disagreement regarding calculation of the pole
attachment rates for cable TV companies. In calculating these
rates, South Central Bell ("SCB" or the "Company") substituted the
Part 32 accounts that it believes to be comparable to the former
Part 31 accounts. Each component included in the current
calculation covers costs associated with providing pole space to
cable TV companies. Likewise, the Company has received no
direction from the Federal Communications Commission ("FCC") that
the calculation is improper.

The FCC accounting changes caused joint use rentals to be
accounted for in the maintenance component rather than the
administrative component of the carrying charge. Joint use rentals
represent a portion of the total expense SCB incurs in providing
pole space to cable TV companies. Thus, those costs are
appropriately recovered in the pole attachment rates. Absent FCC
direction to SCB to exclude these costs from the calculation, the
Company will continue to include them as a legitimate cost of
service.

We are not certain what portion of account 6535 you believe
should be excluded from the calculation of the administrative
component. Nevertheless, each of the components of the engineering
account are legitimate expenses of providing service and,
therefore, are recoverable in the pole attachment rates. Likewise,
absent direction from the FCC, the Company is not inclined to
modify the calculation as you suggest.

ASELL SOJTH Comperry



We agree with your analysis of the calculation of the cost of
capital component. For purposes of calculating cable TV pole
attachment rates, we agree that the proper cost of capital is the
midpoint of the range specified by the Public service Commission.
Therefore, we have revised the calculation and have enclosed
updated material reflecting this change. We do not believe,
however, that a modification of the $6.55 rate is required. In
calculating rates for this year, SCB used the tax component from
last year because current numbers were not available at that time.
Inclusion of the updated tax numbers in the calculation would more
than offset the $.09 difference occasioned by the change in the
cost of capital component.

In summary, the exclusion from the calculation of any
component that is an actual cost of providing pole space to cable
TV companies is not appropriate. To do so would require the
Company to pass that cost on to another customer. If you wish to
discuss this matter further, please call me at (205) 321-4740.

Best regards.

Very truly yours,

J~~
Attorney

2



MISSISSIPPI
DEVELOPMENT OF ANNUAL CHARGE FACTORS FOR

POLE LINES VSING FCC METHODOLOGY
FORM MYEAR END DEC~~ER 31, 1990

~n FACTOR
~--~------~-----

(A) MAINTE~~CE (6411)

Exhibit A, Para.raph C, Ln. 4 I Set Pole Investment =
(See Note 1.)
Maintenance I Net Pole Inveatment =

7601487.00 I 4S123196.00

(B) TAXES (NORMALIZED)

Exhibit C, Para,raph C, Ln. 4 / Ket Plant Investment =
(See fiote 2.)
Taxes Normalized / Set Plant Inveltment =

91183247.00 I 1187994030.00 =
(C) DEPRECIATION

Exhibit S, Paralraph A, Ln. 4 x (Exhibit At
Paragraph A, Ln. 4 / ~et Pole Investment) K

Depreciation Rate x (Gross Pole Investment /
~et Pole In~estment) =

0.066 x ( 72194010.00 / 45123196.00) ~

0.066 x 1.59993

(D) ADMINISTRATION (6710 + 6720 + 6535)

Exhibit D, Para,raph C, Ln.4 I Net Plant Investment =
Administration I Net Plant Investment :

84408511.00 / 1187994030.00 =
(i} COST OF CAPITAL

TOTAL ANNUAL CHARGE FACTOR; (A + B + C + D + E) =

0.16BS

0.0768

0.1056

0.0711

0.1124

0.5344

NOTE 1: Net Pole Inve.tment =
GroB. Pole Investment - Accumulated Depreciation for Pole. ­
Accumulated Deferred Income Taxes tor Polea
Exhibit At Paracraph At Ln. 4 - Exhibit B, PAragraph B,
Ln. 4 - Exhibit C, Para,raph B, Ln. 4

72194010.00 - 23559952.00 - 3510862.00 = 45123196.00

NOTE 2: Net Plant Investment:
Gro•• Investment - Accumulated Depreciation - Accumulated
D.terred Income Taxn
Exhibit A, Paragraph Bt Ln. 4 - Exhibit B, Para,raph C,
Ln. 4 - Exhibit C, Paraaraph A, Ln. 4

2321480486.00 - 903001393.00 - 230485063.00 = 1187994030.00



1990 CATV POLE RlN'rAL RATES
SOUTH CENTRAL BELL
R~vt\eD
f·,~ -'\1

MISSISSIPPI

(Net Beok X Bare Pole) / NUmber ot Pol.. • Bare Pole Co.t
Inve.tment Factor In Service

($45,123,196 X .i5) / 262,687 • $163.18

Bare Pel. X U.aqe X Annual Co.t • Rental Rate
Co.t Factor

$163.19 X (1 / 13.5) X .5344 • $6.46

..'. .. ­- - . - .- - . - _.
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South Central Bell
P.O. Box 811
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March 5, 1991

United Artists Entertainment Company
Attention: Madalyn Bloom
5619 DTC Parkway
Englewood, CO 80111

Dear Madam:

, .
,I:.

{£ ;~, r
. l

Enclosed is an executed copy of the document listed below:

Amendment No. 1 to the License Agreement for Pole Attachments
between UACC Midwest, Inc. d/b/a united Artists Cable
Mississippi Gulf Coast and South Central Bell Telephone
Company in Biloxi and Ocean Springs, Mississippi to include
Vancleave, Mississippi.

If you have any questions please call me at 601-961-2737.

Sincerely,

ckfUVL ,zo. 7/lc&dv
~~Henry Christy

D- Staff Manager-OSPE

Enclosures

HRC/kdm

ABELL SOUTH Company



Amendment No. 1

Effective e-.!i ..en-e;/

This Agreement amends the License Agreement for Pole Attachment,

dated June 14, 1990 between South Central Bell Telephone Company, a

corporation organized and existing under the laws of the state of

Georgia, having its principal office in the city of Birmingham,

Alabama, hereinafter called Licensor, and UACC Midwest, Inc. d/b/a

United Artists Cable Mississippi Gulf Coast, hereinafter called

Licensee.

Whereas, by License Agreement for Pole Attachments dated June 14,

1990, Licensor agreed to permit to the extent it may lawfully do so,

the placement of cables, equipment and facilities on Licensor's poles

where reasonably available in the town of Biloxi and Ocean springs,

Mississippi where such use will not interfere with Licensor's service

requirements, or the use of Licensor's facilities by others.

Now therefore, Licensee desires and Licensor agrees to extend the

limits of coverage of said License Agreement to include Vancleave,

Mississippi as shown on the attached map.

This agreement modifies and amends the aforementioned License

, ICi"f / •
I

Agreement only so above stated, ~nd when executed by both parties,

will be attached to and made a part thereof.

Executed this d-..5~ay of £,;in,.,A-- r 7

LICENSEE
UACC Midwest Inc. d/b/a
united Artists Cable MS G.C.
(Name of Licensee

By &Lj,'.~

Ti t1e ;.~C' ~ j:/"(! .5/~/k j-

SOUTH CENTRAL BELL TELEPHONE COMPANY

LICENSOR

I2...Date

By

~e
'? . -- CI(-- - / (> - /Date

ATTEST:



July 19, 1990

Madalyn Bloom
Corporate Paralegal
c/o United Artists Entertainment Company
2930 East Third Avenue
Denver, Colorado 80206

@
South Central Bell
PO Box811

Jackson. MS 39205 r .,. ~ -:'" ~
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JUL ;l~i':

! 1\ C~BLtS\'STt.[~lS
\ ~~. BILOXI, ~:.ISS.

\,

RE: License Agreement for Pole Attachments and Amendment Number 2
- Biloxi and Ocean Springs, Mississippi

Dear Ms. Bloom:

As requested in your letter of June 12, 1990, a fully executed
copy of the above referenced documents is being forwarded for your
file. I am also enclosing a copy of the letter that transmitted
an original of the executed documents to the Biloxi, Mississippi
office.

I regret the delay in forwarding your copies. If you have any
questions, please contact me at 601-961-2737.

Attachments

HRC/kdm

A BELLSOUTH Company


