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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 06/29/93

Amended Response

Item No. 6-014

Page 1 of 1

Provide descriptions of all incentive programs adopted
since January ‘1, 1984 to encourage voluntary separation
from:

(I) BellSouth Corporation
(II) BellSocuth Telecommunications and its predecessors

Provide the expenses by year, by account, and by
organizational entity incurred as part of the voluntary
separation programs. Provide a narrative description of
the expenses incurred and all assumptions such as
deferrals and amortization periods. :

Identify the number of employees electing to accept the
terms of each voluntary separation program.

Response: The Company amends its response of July 14, 1993 as follows:

A.

Date ﬁrdvi&éd:

See Attachment A for descriptions of incentive programs
in effect since January 1, 1984 to encourage voluntary
separation for management employees.

Also see Attachment B for excerpts from CWA contracts
containing voluntary separation information for non-
management employees.

This information is in the process of being compiled by
Comptrollers. The Company will provide the requested
information or a status report on or before October 25,
1993.

See Attachment C for the number of employees electing to
separate by separation program, by company.

These attachments are being sent in the overnight mail on
October 15, 1993,

October 15, 1993
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COST ALLOCATION PROCESS

Audit Workplan Cross Reference:

Procedure

ILA3.
I.B.2.
I.c.1.
i.c.2.
H.C.1
n.c.2

I1.D.1. through 5.
V.A.1. through 11.

V.B.A. through 7.
V.D.1. through 3.
V.E.1. through 4.
V.F.1. through 4.

Workpaper

A2 - 2A
A2-2B
A2 - 2C
A2-2C
A2 - 3C
A2 - 3C
A2 -3D
A2 - 5A
A2 -58B
A2 - 5D
A2 - 5E
A2 - 5F




¢ w€evinve

No -(...swirlwu"g L(Lu\_ ccbivibay fvv'v;-cn-(.,qm-usfmfu {-o-;_c.f .

No &JSW(‘A\»‘A /L'D kullf.mlﬁm ﬁ-u; Vi {taf neDd J“M‘a"-.-j “L.L‘_ %
S ptanipae v etanes Brsn an casgpomin fo 6oy, fsprae b 04T

Aectd by Sell b[ti(q'} we s nvl received Ml-;q 1/19/13 . Teo {ote G

MWGH Cﬂ "-w‘vf dote “‘1 veshs amd }:n: --—bw-}u-rs -

©sC (osls 4 $10,806, Y4E (1692 sty v, 45,811,390 dineks f 4,695,052 0

1557 (i p Swes Allewtboonn §, 302, SEb = 1952 emarshng -’Biq,n:,-:-v.-A..L.&,cf,‘nq‘-fu

AR RAAL Colr asr
*
NO (AL 2‘-'5!. -—-AU-J“'C""" ‘Er-’\,“ rws-J:.—-...\




(ﬂpﬂ“"‘- iv\-‘v‘ﬂ-—-«f /-ISOMJ Mw't&.o.} y

Cmo\

-

vl
A mo;rwg-m—rnm-;—
Fe~1oo Cr.-oqq) oV
Y18 Coda Hiio ((utp Cec’ 3 (L ot{';)
AT

/‘t”n-&w\. Base gowu..ﬂ Alla«.l—m_. ((. oM

) J ) g'unu; rrw\-ﬂ& Suppnl to odl 2enbh beza No o

Pt
mabrod dintfred Yool wnd d e mwib :JMLL]

l.u-.nn Lok

p*/tp,d \.v’ St -
\bftr-p'nw- J\) (ﬂr F'w--f-u-u P""V'L‘(A{,w‘*‘u:: “C’WJ““‘!M '/L) |

Vel Boan _/LJ Dire chas acfavibaes, 1. e = beand eml
(‘ru-.u.- ""t( N&L\—‘s 0 d vy bra b o %Cm'&-’.—kn (I“—- s, ._.1

anfomboinn (l.-o(.f) L Cretol

fw\(v'luﬂa- Fecar ky A+
L h" w tﬂﬂeh—"'ﬁﬂ' kg thw)ttl ’ / —
f-vkﬂ [in C 's

k- Py BSC 99 A
3& {T :i BT ?( J / / ‘7/ (El ‘*S?,)J I e o

e H3IL o™
PP Vi wihe allocctim 'fb FENILY (-(s. ra”cl,f fo bellcocl
uD) whmeds vee s a e ote mm basr fbﬁfh- ..-...)n,..-da,.«.ﬂ &-ct.s) .

?-.L..,\..,{_._ ;.,.','.,;L.....) -p-rzﬂb-ﬁ"ﬁ*'é—'&d!& TC sy (l..nslvn annth

@MLJ‘[‘*‘ h(.,&“p\..{> L “I4¢~‘T-u-—-l|.fs me n.-u.l

‘L“.,L_(l F grmu} rci..&:- t SULM‘-N..."} "l“?\

ZC 1IN e Fra 1B fon 124 15 o3 (3 tews (6= 08T)

BSC \S4,ToOo
BST 55,908 (17.377%)

BST cosls vesbead L"'l 185,38 tf 12.87"7, ,.__,t_. vee d
stV wn“k ec‘uuQ cosl cowsahoe bebhw | M& «Ma

..(lru»‘--——- {+ mul ’E’““"’b

\ “w (v S

tv\ cuﬁhsw J(__C}(OOO'I 71'”‘-1
Heto cosvs T

\v\ ¢ e 51 S haaAl J/ nowAL ey cos b Camacdn v a«- -LJ‘-L-—a e . Sheveftore.



63/

T s it

- _

it C HZio, szo ndof L kA ) Adll-u to H 112 7@

Fer 100 Grunl Alvcatn

Tt 3SC S 500 Tutad BOT 44l 3
% wmeed b ogel buslidonns bu R (w952 (ELyern) ° }gt'“?‘
e nzio jresl Acsels - [mvestaml s

- - Gaainok & Gscantnin e Dicechnns ¢ Trosl aud Frmdatan
Y Ctssand allvzmbn ! cesty = tacante h‘ﬂ-'{r"-'h..._ whirde crpvtasim. No Al
covsalary adotimsloys bmoe b nLL.--L-L.-'AJ..'
Progaer befling G o hunn dnny g bt beals
"L«,,ws-lthcw UL s ECans 4 dira cbrwg 1m vestnnmenmtls Q'_ congoiaie ‘-Lmsftva!a.
\"“"t“"t’l trosts, swelv a“h-,\ Lu-u Trust, STH P Trusl and

7 ;u[kSNh rvw‘a-‘um . (L O‘¥
- g T WS Ly ‘l\.na-&v\.t (’.,1(, ec ":” vt
— “} Slesaale A Zula .-..:fsee C-ﬁ\" See! /&A:‘ Mo (Rt'. l avie s
“&v\q . - PR L we .
TN ek i Tt P ot it Hoxeon cltepunty ol

z C' l‘tto TYUSL 45“"5" nlmt-\ti "'-vtﬂ-—o
5 e e\t-('. -5 CA. H2Z10 ex Cerb ‘-"\..J- “ Do Ls .,-l..'..‘..,z..;.:.,_
r"ug.fwk == r-npm-ib. ‘l[ u_flu-r.c.--.." (&—O(-I)
—7 FTama wy Cn L N0

RC wMol  (wnp. Fin. - Bulgel [FEd PAC

- ‘
N P [ B
akmreubrre  achvi s Y
5 Ganinnd AMNecln “FEDd AAL s ._ovu/‘-m’n-c:s_h

flu-a u--l,- "—plc._u.Jfl o“h....-

Rl <SSP AR P“-‘“l-"'-'-'“* Cn al svbsediacies, MNo beler cost ravsar o

wllwtatban 4---(-[]-41
—_) lh(mqtsl.../? ros\, caa $imn v rrn-s-\.)“\

¢ Atens €\t gy by (i eofomndy 7
S AR A AN Lol

¢ oo J o omp 3 ¢ by w RN 2
A A} DL 9 a Oomalp /! ¥ A

l
@ caatls -1 y e\ M Q
J

100, cavymd by Enl /Cnp kdny . Shrochon

-

z Ve < g -Db

1IN £ leaa U/ o w({v CRriof e, S E



— - 7 ' Ut/
-_//Lcu—suf‘vj ,‘/”’L

[
i€Cc II‘S‘IIO’ H'S‘l-o,(l‘-ffl, Wt L, uyves ‘1’24, H¥3o, n:{:;} ‘,,V}I é-ous

FrRN O Caplod
Total 3SC 1,617,340 Tutek 3T 1,3%S, 370

(6 ’965\ /¢v‘;¢....r"'," no Cu-— c‘. ”"f", ”‘f!'l—ltu(-s'
L b adotch Fo apind’

1{ %z ,HS2 DO Aglon

RC H‘-{'L} F.uu—-c.-'—p P’mnnn,
‘(.J ﬁu.-(.m,r.,.ll,_.? tkve‘-mn,.cm,s ﬂ!‘u‘nv.t.s':uw.ll-«-uv‘- “

* Copen
b,,,LM Ferviesst, F“'t&. 4::[.-—,c ;-[u Qu,wn"u, n-.fu-ﬁ,u’
d Bl ggnbag Sl "

» oo N l' 9

"A “ﬂdt bate A va M(v‘uﬂ-l‘u( tq’wu. E‘“"\ﬂ -$L d
(¢ ooy [1e0% 838 |, cxooy (1007 5T ]

“M“.b derind Cn—w\ Service s w-u"*“ﬂ(- r.,.,.lm-p rm'aM,"

(G—DLS)
'-—-7 fx comnith uJ/ coyt Conifutvm - BSE ; C-ﬂ“ul---J“. Shrvefua
ke cavsed mast 4 Prse cosbs . 0N costy svel 03 “capmtnl shvvchun. ”
s~ bl 4\.»(.1 shvdias ™ wi nol l"‘"“"‘l*“-‘ Belf s pruce b
¢ N. M(V‘-& eonts shondd avt b allcats & 4o 3ST,

if-ﬂ“;t s1@ 108 (teo7, BSE) .

BeC e Evvawyps Arvelisis

Ay Ca.p-kp @H———&nﬂ- d-t‘ tu.f-‘r-—-Q I"‘wc(-«n-a. n.-.._f,.".,' ";f.“ L.:,._,D
Iy m-J.\.‘{‘\tw supfﬂL‘ ,(w-;.ro mtu-rh—u«{ aam d ,,__!.1’;" ~d
Ccon pd"lv'tb ‘nnl“.l o d ‘aastf-”.\. ).,t—i-n.kn. -a.(.{,.u‘{., abeve * (L'O(,_'

[ARRJ&\"‘ Q.. Ah-(av-h-it Pt & b IG‘JL'}J

"""7) € Chrnrigs com el oy tm .:c IL T, 3

e 3o (v\p l:u\.—--ﬂtchu-(s

N ('“‘., { L.:“ ‘_,,[ u(,‘f‘q.“‘ ﬁ.u‘ t-{m-J\—:u- ‘f"h—n; (L*‘m fﬁ"’b"‘dm‘:
Svparh pud oeanlysis Gn ol Bel(Sombs Tm..n..,., C-: b s *




6c/

YAt Y do shsidinancs wn growe s feeamimy Srvius boaed o Capelml |
§renphvm bisas CX 0073, Cx ooy Cx008

v (b:) devived %,..__ Scrvices preblid il boenfud r..l;.L—Q NI "

'—':7 }-\ tousish l-// cnb cavselinm . W ;:—-q come (vt o ws

va_ {TC 4L S C-;u.. p"'g‘L L'“‘—“\ p'-{—v——'“f' CI' SErvie S ._.-,C...[L_I
Mml‘ aﬂ. ¢vbs .

YA
(-..c{.uu.c,’r .bau.lvs u’L cv-ue(ustw-s /rﬁtml-hu-s Ve (Umangosi L FLA S
A(bv Allc_c‘. g([) hr\-c( //U--tv-u—-- o--- oH ﬁ-l(ﬂw‘(u

4



% 6
(U‘ﬂqp'ﬂﬂ/[b\.s Hrxq /

RN (O g-u..,(..rq. e B8 Pans ‘( Sen 2] (/‘-et(r) €
-e¥1)
BSc ToAnl £75), 9% BT €7 92y

gC IS'GO,I‘SN.:,
ne {376 ¢ (‘Sbciﬁcr Q-!...._ v b -OBX

R 13160 (m,s-w--&m ﬂ"&._..,._{/.‘,t:, ((, our)

—_’/—_—__Z__ua exce phonat { no disclosman G Bscmpnmho—wu-waéewh

cFen 0¥ &‘“.‘7 (c—pq.)
iAsc r;:t.?‘#ero,zso BS.T'#(.;.I,S"L':

Tt & 320,

e —

EC 13120 (ﬁp-fﬂ;d‘f/&[«.ruu—? Zpl-g
“ﬂfs,ﬁgn“_«. al., e tann b e msﬂ‘v‘\m—mjm &‘-((S-Wﬁ.., r.qmun_P
M:.‘m“ "!AM’ pmw&--’ SEC C-—--cu—-p m/wt-)/)nu’ 79:4{.._.“__1
b d gRnta g cones vl duled Mwl‘l«!ﬂ’/fl’lﬂ-% /a.mw..o n..Ar-.._P

J txbern m,u-\"sf

" S—i".L‘ .’() ‘,L( rJB{‘Lm: ' 'ﬂ'&a (Y OO .' "(WL’L.;n. u‘a‘ “l-h
ctf\- ,P,u,\.t,..‘.. c-wu—-oll.l | S By adut d & nsg, ﬁsfr(i‘!S'

Progecl Caliey
..(,(SJ‘-ISGJAWI. a--l MuH'V lo v I-VH'__

“Scrwu;m/u - fvpfw" o

bercd o Fln e sbmanl fideas Bellfvfin bt con 2acls .’

__-) u.‘-cruvu-'l |-¢u-\-1u|n-L g’fl“"ﬁh‘-‘ Ctrimle s not "”P'M"TV"Z -

- | - l..r.rsg-slo-l- u//r.rsl, comentrine . Cosby 4w teru d C..
Cons it ol oy 1 benne Q-‘Lw--ab ‘w\h--,co Shvvek . l-l.n..t..ag.
1

m—“l’l—v‘-)wj-l C"‘ U\Ma nf-"‘-\P-‘N-b.. .
-—> (’USLG S5 ML-;*‘J‘ {"‘70 L-’ g Y



87/

(’Mﬂ"ﬂu{(w\) /1[’31

—_—

R

12N 1SS ;1,..{?_ Atlorcatn (6 -eYl, ""’3)

KC !"SJ'T(J’ I'Sl"f’lll',"—-/ 3scC -*',‘Z'!"&,Sb's ;55r¢q’s°,-’zq @—'0\{1.
13073, 131 7Y 1

4
tc 1:}_1'1__0 (a...h.—-.-) C—- 13177, T, '.,Z:':gi", o {,..05;7
SECTION 2 Chnpnstt Accovmbhn g
DESCRIPTION OF CORFORATE FUNCTIONS %iOVIDED T0 ENTITIES:
1. Provides traditional accounting services functions, such as intercompany
billing (Readquarters & "flov through"), corporate books, and disbursements.
2. Compiles Corporate Financial reports from subsidiary data transaissions for
BellSouth Corporation.
3. Provides mechanization support for BSHQ Comptrollers.

4. Provides support for Affiliated Accounting Vitness.
E 2 b e A kY T mmes - . = (1 121 T 8 1 P 1 2 1 3 0 &0 &+ 4 @ ¢ ¢ [ & ¢ £ ¢ £ P34 32 £ 0 0 17341 41+7]
SECTION 3

COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT HMETHODOLOGY:

1. Headquarters Allocator - 100X '

On an exception basis, via exception time reporting or hard coded:

2. CX0012 BellSouth Human Resources Administration

3. CX0001 Southern Bell

4. CX0002 South Central Bell

5. CX0003 BellSouth Enterprises

-ﬂ----.-----------.-----—----'.---------------"---"------..’-.------------.-.I

SECTION 4

RATIONALE SUPPORTING METRODOLOGY:

1. All functions allocated via the Headquarters Allocator are in support of
BellSouth Headquarters and BellSouth D.C. operations and are not
attributable to the subsidiaries.

2. CX codes are used on an exception basis.

.--------------.-----.----ﬂ--‘..------.-----.-’.'.-.----------"'-----------.-t-

SBECTION 5 . ’

DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

PSB115 - Capital Funding Inc. Accounting Services

(4-ocs)
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SECTION 2

DESCRIPTION OF CORPORATE PUNCTIONS PROVIDED TO ENTITIES:

1. Serves as BSC Affiliated Interest Vitness on behalf of BellSouth
Telecommunications (BST) before the state public utility commissions.

2. Coordinates vith interdepartmental representatives and regulatory stsffs to
collect and distribute data for BellSouth Headquarters.

3. Performs investigations, analyses, and ongoing monitoring of affiliate
interest issues concerning BellSouth Headquarters and nonrcgulctcd

subsidiaries.
4. Provides information on BellSouth matters to BST regulstory personnel.
SECTION 3
COST CAUSATIVE CORPORATE PUNCTIONS ASSIGNH!NT HETBODOLOG!- 100X BST
SECTION 4 ) ' ) o

RATIONALE SUPPORTING METHODOLOGY:
Services are provided on behalf of BST concerning BellSouth Headquarters and

other BellSouth entities.

DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF): Nona
SECTION 6

DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB): None
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SECTION 2 .
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

- Preparation and review of consolidated federal income tax return; coordination
of tax accounting and research for consolidated group; all services, including
tax research, to comply with governmental taxing requiremants for BellSouth

Corporation and BSDG.

SECTION 3 '
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

Allocate based on the following percentages:

BSE - 14% BBS - 6% General allocator - 80%

SECTION 4
RATIONALE SUPPORTING METHODOLOGY:

Percentages based on budgeted salary and wage amounts.

SECTION 5 ‘
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASES(PS,PN,PF):

All services, including tax researéh, necessary to comply with all
requirements of governmental taxing authorities and to meat financial
reporting responsibilities for specific companies.
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B A

BELLSOUTH BEADQUARTERS
COST ASSIGNHMENT FORM

SECTION 1

DEPARTMENT: Financial Management EFFECTIVE DATE: 07/01/92

DIVISION/DISTRICT: Consolidated Operations RESPONSIBILITY CObE: 322500

CORPORATE SERVICES MANAGER: David Zell TELE. NO. 249-3353

SECTION 2
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Provide support to senior management concerning financial matters wvhich affect
BellSouth. This entails analyzing and interpreting results, developing current
year projections, coordinating financial adjustments for incentive compensation
plans, collection of subsidiary and Headquarters departmental budget vievs, and
offering recommendations concerning the establishment of Headquarters

departmental commitment levels.

R IR Ny IR b L kb -y

SECTION 3 _
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

Prorated by the expense levels of SBT, SCB and BSE.

SECTION 4
RATIONALE SUPPORTING METHODOLOGY:

This group has a Corporate wide focus. Allocating based on operating expenses
most accurately sends.the costs to our subsidiaries.

gggrcggrgou OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

N/A

SECTION 6 . h

DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

N/A

SECTION 7 i

RECOMMENDED: DATE: 4 é _,-'_/23:_ :
TITLE: OQOperations Manager - Consocl Operations . ,

APPROVED: _ _———+t") /’\j-/-}r_—-——“ DATE: r.‘.-‘./"-.‘ig G2

TTLE: T The YN ot AL: <% RC: H22i0
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BELLSOUTH HEADQUARTERS
COST ASSIGNMENT FORM

AT oS EE SN SESEREEEMEERD ==

SECTION 1

DEPARTHENT: Corp. Plng EFFECTIVE DATE: 12!3!92
DIVISION/DISTRICT: Strat. Rch RESPONSIBILITY CODE: {23020
CORPORATE SERVICES MANAGER: J. Hornbuckle TELE. NO. 249-3247
serToN z

DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Strategic primary and secondary marketing research in support of entity planning
efforts.

Library resources for all BellSouth companies.

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

The costs should be assigned on the gene?a1 allocator.

SECTION 4
RATIONALE SUPPORTING METHODGOLOGY:

Functions performed benefit the entire Corporation. No cost causitive
relationship between expenses incurred_and duties: performed exists.

=EEEN mm 2 b i & § 1 )

SECTION S
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

Upon request, Marketing Research services are performed on behalf of specific
subsidiaries.

SECTION 6
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

None

szcnou 7 o
RECOMMENDED: /T/% DATE: ¢ ‘Z-/é/f’ 2
z 7 7
TITLE: Operations,Manager -
APPROVED: ‘&#ﬁ,& ) %h‘-m..___ : DATE:  I3{g>
D_ . L]

TITLE: Director AL: 5§ RC: _H23400
¥ qyiﬁpvb
FOIKOEN 001573
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BELLSOUTH HEADQUARTERS
COST ASSIGNMENT FORM

SECTION 1

DEPARTMENT: Corp. Plng EFFECTIVE DATE: 1218197
DIVISION/DISTRICT: Sub. Strat. RESPONSIBILITY CODE: _H23400

CORPORATE SERVICES MANAGER: J. Hornbuckle TELE. NO. 249-3247

SECTION 2

DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Develop ?uideiines for strategic planning and analyze strategic|operational pians
of entities to ensure support of corporate goals. Conduct scenario planning to
determine view(s) of the industry landscape and develop|evaluate strategic options

foc_8ellSouth. . Based woon this evaluation, recommend changes to the corporate direction.

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

The costs should be assigned on the generé1 ajlocator.

SECTION 4 :
RATIONALE SUPPORTING METHODOLOGY:

Functions performed benefit the entire Corporation. No cost causitive relationship
between expenses incurred and duties performed exists.

SECTION 5
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

None

SECTION & :
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

None

SECTION 7 J % 7 ;
RECOMMENDED: : "~ DATE: (/e/5
a4 T

TITLE: pgperations Mapager
APPROVED:. fb.%(gl, Q. %A..gvg,——— DATE: la! !!4?' |

TITLE: pDirector - Subsidiary Strategy AL: _ g5  RC: _H2340
€M
FINRGH BOISTS ¥ \,,'\\o\"‘
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BELLSOUTH HEADQUARTERS
COST ASSIGNMENT FORM

=== WEESEIEE £k 4 == s = 3 = = - -

SECTION 1
DEPARTMENT : Corp. PlIng. EFFECTIVE DATE:_ o360
DIVISION/DISTRICT: Ady_ Strat RESPONSIBILITY CODE: w21is0n

CORPORATE SERVICES MANAGER: J__Hornhuckle TELE. NO. 249-3247

SECTION 2
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Formulates corporate strategic plan. Deve]ops Performance Measurements System
requirements. Analyzes specific corporate issues and recommends direction.

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

The costs should be assigned on the general allocator.

SECTION 4
RATIONALE SUPPORTING METHODOLOGY:

Functions performed benefit the entire Corporation. No cost causitive relationship
between expenses incurred and duties performed exists.

SBCTION 5
DESCRIPTICN OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

None

SECTION 6
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):
None

mRER ‘-?v:
SECTION 7 //%' / .
RECOMMENDED : f Ay & DATE: ¢ ?«/9/? 2

7 VA
TITLE: Qperations Manager

APPROVED: / ﬂ / ] JM»—-— - DATE: /2~ £-92L

TITLE: Director-Advanced Strategy AL: _ g5 _ RC: __H23500

_, e
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BELLSOUTH HEADQUARTERS
COST ASSIGNMENT FORM

EEEET . RS T o b 2 Pt Pt g Lk - = - - =

SECTION 1

DEPARTMENT : Corp. Ping.  EFFECTIVE DATE:_12|7]|92
DIVISION/DISTRICT: Jech, Plng.  RESPONSIBILITY CODE: y>3400

CORPORATE SERVICES MANAGER: J. Hornbuckle TELE. NO.  249-3247

SBCTION 2
F
ﬂ%‘l‘ ;ggegrc con EgthgchNs ’&“B’FE&E:—E" E.‘slir%ﬂ;spapers on fpem fic projects as
ass1 ned by t a{rman of BellSouth ?d the Pohc Coun Prepare su H
documen;atton an illustrations, as well as re ar presenﬁ}: ons for cor ora ice
concerning the projects ment oned above. Addr'ess other specific questions and issues as

appcoeciate_cencerning numerqus.Bellsouth companies or LOBs and recommend corp. solution:
Y0 Hel1S0Uth executive:

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

The costs should be assigned on the general allocator.

SECTION 4
RATIONALE SUPPORTING METHODOLOGY :

Functions performed benefit the entire Corporation. No cost causitive between
expenses incurred and duties performed exists.

SECTION 5
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):
None
SECTTON 6 )
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):
None
SECTION 7
RECOMMENDED : / % DATE: ¢ L/S’/’ L
7 7 7

TITLE: Operation ’ '
APPROVED: % oL . ' DATE: 7 P/ T2

TITLE: Director-Technology Planning : 55 RC: _H23600

Y\a'\\ o\aﬂr
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SECTION 2 Se Luﬁ.ﬁl—h
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Administers security functions, i.e. pre—employment and contractor/vendor
background investigations, administers executive protection and fidelity
bond programs, coordinates security for. annual events, i.e. Shareholders’
Meeting and BellSouth Classic.

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

i i3quarters Allocator 'Cn@(‘@Pt‘Cﬁ (xCo22, OxOC 23, RV, Ooaen

SECTION 4
RATIONALE SUPPORTING METHODOLOGY:

No cost~causative relationships have been identified for the investigative
duties performed outside of services rendered and charged on a project.

SECTION 5
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

PN6212 Bellcore

PS2796 Executive Protection for BellSouth Enterprises

P50479 Sunlink Corporation

PS6229 BellSouth Information Systems, Inc,. ~

pPsg292 BellSouth Advertising & Publishing Corporation

P58294 BellSouth Enterprises, Inc.

PS§8295 BellSouth Mobility Inc

PS8305 Stevens Graphics, Ine..

PsS8310 BellSouth DC .

PS83l4 BellSouth International, Inc.

PS8344 Berry Network, Inc,

PS8347 TechSouth, Inc.

PS9434 Mobile Communications Corporation of America

P 140 BellSouth Advanced Networks, Inc. (c-osg)
22

_hsT :&U‘JJ avt be r[a-‘-?a"{vr.. Qc%é m&ls% Rellln oo Homsnnr
\77Z4(4 cetl s TL«%JQ{ be ‘¢£¥;~u44'£v 35 C 'ﬂﬂdlﬁawﬁkdxdrcud o

.PrchL_ L:f[gﬂv'ﬁ- (loesce (5 vnrelils Ko provisess -6 AMJJUAL@
Cervice t Ukwﬁ{r A 7ua-...£6 (-f;rf:% 8% //"_’“‘_“' Sce ,‘.sﬂbwﬁ)
(é'" .> 7LL VR P JLALJZ,,




hrs /

#UMM (le srurces HEXX

sy 1o (&-0'{1) Eunplogees s fiwa ¥ Be bl P
mncC. Sgps0O, S3 03o,o@ofo€9901,§ﬁoro’ oto, 050,060,070 (c-—oc,

L ; - m M-istu.-) (fo,l(.‘u’l('
Qi‘.,“-—‘aa-‘v aﬂ“lé

nsc wHmves=Tr 35T 36,050,367 oS

rRC vZolD

S $30>0

Zc $3eyp

ft ¢ S5S3e5S0
e

23

$ 7,su,4as

; ,Z.uuwfc. ?&u’er;-—-—-—b'
%abri._.? ncbiis,See /P XA . Nl

M(u&'t//b B5 [u.wuu-u- .&«.,0/743. ﬁ—“.ﬂ.w‘._[,_,
;uc(.nLl- " btvlv-(upy-u‘ m.:....L__; ¢#,% _u_[_",l /
A‘lw[v-,a PR ¢ n.-..._..,[,,_:__ a'u

o e (:nr-.—-.i e

M%&BM /J"rra.u.._s c
/..J...Eu. coel -/L %‘-“l /"Urh—-: (7 ) - c—Loa.

sy o (6- ).

f.gLf() ) (A ey o, M;J/..J.} CIALES r,,,t..%

s lidating B5C and ESE o pin sboff)s, sbhontd
3Sc ~aJl --//n‘-—f.'J fo BST |,

biomre hcenm ccbacead L..?

@VM L £rw£‘-"-—

Shilges P/M_Z'.)

P‘A/(U‘U—--ur-'. Mtssw .
tawelodss b cloons wlated fo .rhw/u....,p»ufcnyw .

9 U Res Guhoandl b sevieed appen o cdute fo odP BS
g,.,,.rolv?zes- not ""'L7 %"R - 35 plestow ,L___ . O«.



'Y ¥l

j2C S304o 4 €3050 Rabomel (6-06:'), oS slets Fuut "TJK«-‘Q

btud coml rruslatls BsE 'au‘-;c:.o»kv:—- ('a....(-.guh—‘a, lp..' ‘.gcl,;ni
(U"""PW“> ’ wm’ TL’.“ guu‘\(la PM“_ ka“f""““‘ oS meosl

-
accurte choter .

Ew‘Lv-ul/a ae “ﬂ Lfa’l-l L“““‘d le ‘If"“"’m ’L“'frvytu'l/‘ ot
7T o .v//urwt- oh V'«l? 3y -c.«.,o{?xc: t'-- ﬂ‘«-ﬂu-u/f..... s lotios a-//urc.A.:..
+ BsT ., '

JJL-| I%%T Mjwlay¢; qulw{i fW‘(c QM7 ‘f/‘fﬂv‘m /"

24




‘616/

#UMM ]ZQUI'C‘J HSXX

Freny 1T tb7 Mﬂ--—;«- s
7C $3200 Sreevbve Bunfd Moo s
ssc s49,34€ SST 343,78 (""’"’-D

(6z.452)

_____> "o e“‘cﬁLI“ . -(tfcfs'su—'-l- "‘J—-u_lsaa

T ——
Fre~v 1Es Unvom fw-,llu-ycs-- S 6', .
R C St exo S’zoSo’
——T o excaphimn v Aisclosaure wecess
g
—_—

Fnd 160 Eu‘p/uﬂ}pc.ﬂ.-‘ v SA

T C  szovo, Sly [Cavicome A,

c,u_fﬁ‘ws AJJJ J'D US g’o‘-é ,4 Eulnf‘m /‘-'!—"J

____.? “o c:raf‘m—uﬂ- J-Je Ar;w Mu‘l&?

U

fere A 3 /é&,”’a} &u,‘[- i3S Acz- (:.:,

L-oy

TC $32/0, Y3220, PTF0w— BsC -fl,'h:a, 876 BST (::;z_; .:f)z.:
’

Re Sazio  Sloan Rllowsbee F/.-J ST (“.l?‘?.)

gcs3ree Sleaw 7 tlow shoo Fn‘; /) Shamm ol

25 W

__-7 "o ((u"hh T J-‘a{ﬂ‘h—!\.. MG‘JJ&V




26

#UH% IZISMus /'fS)(X

—

fars )7< MMcrus Sveepl BSE Aq""’tJ('u s
ZC- S'}a:o,s':o-:-o/s:-soo

gc $£3010 s pramdcbocmn

ZcC S22 0 {}(ccdl"'\ﬂ’. B‘W(v,u..‘.uv"

te S33s0p

Exee / M$ L (;-h-y“u‘ w(\u——

(o}lf Acg.r...-»-—-ff1m {Vp RC S0z slales tor s ot §feard

ﬂf{ﬂ MLM ‘n-n. (M ﬂmkl_q /L MM.M .&w’f?" to cnole Co.

‘lml-u.fp{n-a - BS P-h.us ‘ W/{h;) "-’S«(!Sw.l.. ﬂ-‘-&}!v;u.
{1"“-“'“("'“0"- (S nisil accvrets s‘us.u._.“

.b-l-Gl:i JZ) Mu——.,.mb ;Ku(ll- =173 A‘L- Cos. thu:, "o r{q_p[.,.;._
gt Jl.iﬁflsw.i Ma!‘h-a .

'7/



R

NAge b Qc.. (]""r’ (,..,,.m'/? Herb

FrnN (00 Kem & Ao ok (al..,&,t:.fw/'(:.- refie (41 r,-o..”>

KC Gl NO CuSLASS-ruM C—n._. (é-D‘S)

Bsc 4 279,618 BsT $230,218
c . BsC :
-.—-—-’? wif (Mc.,t 15’, ¢y¢chw.. d'f\-ﬂ;u‘h? § rovya. 6)"! S‘W{Jhd‘"'
be allmatid fo 35T, Aampeieates, S<e FRA 100

*{W ch..a@ HElIX.

27




(el - HErx

SN 100 Gln tf Gl eatir

[ O 6//50/% ""'L ol s 5 Jerne FD €-0b6% -

BscC 3‘770,o<s BST $¢37,711

—

. Fr‘xéf_ 319 t9 7% g‘w’jm//n«(ﬂn_} $07 BET; 317, BSg
RC. (300 ('A-Abvle
ssC $/83.413 BST 120,290
s £rnMN FoR Zol, Len'd 4(/«..@-‘_;707., ;:r:o'?,, hY s
ZC bLesio (A.Akust) ‘
8sc ¥i54,7.z 35T £33, 8os

- FeN SZ0O Uzl Gew '8
‘ > Alfscclr. 27, B ' 1Y, BSE
RC Li3szo (A-A#rusL) g ’

BsC $qo0,7aL 3sT $5¢,5%

—

L-—.-.--—— _‘.-__-———-——¥
e FEN T35 Se.f Allsc. 10‘79/' €S ,-5;.,-} X3, FSE
RC (i330 (A..(-J—rul.)
ssc $6y,99%  BST $4/, 00y

———— e,
et v,

— Cost asppuinit Roms fr T Loyl fut st s
radeea b ‘zft.vb Yue ST )BSE alloation e Yoo beg.s )
ocluk biome , ol o< e/téeﬁ'ﬂ-c; Arve el “Stepn smert o o
body b d (appuneatly based wpon. Luxm.j) fae . BST s
‘,//.rzyﬁ/r-{t} Ald fo MFJ@-—J&AI—:--::L smatles | Tl se corfs
28 S/B wtacid by BSC. S wbifrisl A legelins e i mp ) omisivs
Loms, cle shcl aie foo litranntey wertey .

{lwc.. Lv;ru—‘ss f‘t.l’F""G

—7 (o5l comse, /-4,%-‘“ ('?"pr"‘“" 's [007] noutey,




(—")“*Q“ HG/)( @zu/

T T——
e A 371 ss‘?_, SST IS BSE ) Bo7. Gl Als ot (6-0'{ 7

7 eisqo (Ibillectoid Prptbis) (2-0um

35C & 308, 400 rssr $(gY,iss (c—oq'l)

SECTION 2

DESCRIPTION.OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Handle all lawsuits
brought against BellSouth Corporation and regarding the adoption and use of
trademarks, the protection of inventions, copyrightable materials and trade
secrets, obtain trademark, patent and copyright protection of intellectual
property, protect the Company against the misuse of third party intellectual
property rights, enforce the company’s intellectual property rights against
others, and negotiate and draft license agreements, nondisclosure agreements

and other related documents.

SECTION 3 .

COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHCDOLOGY: Charge 35% to -

BellSouth Telecommunications, Inc. on the basis of actual time and allocate

between them on basis of investment; charge 35% to BellSouth Enterprises;
arge 30% through general allocator. ' '

e Lt 2k 2 2 b b 2 b ¢ ¢ 2 2 b 0 3 ¢ F 1 F ¥ o: POYOSF £ 3 3 3 ¥ & 3 ¢ 3 P P fP ' 3 FP P : ¥ 3+ : 4 ¥ I ;O° IR PRI R RRERROTORT I P T T T

SECTION 4 ) . o
RATIONALE SUPPORTING METHODOLOGY: Trademarks and patents developed by

the BellSouth companies will be owned by BellSouth Corporation and the
advice given to subsidiary compznies protects the ownership interest of
BellSouth Corporation. While copyrights and trade secrets are owned by
the individual subsidiaries, the protection of such intellectual property
is of general benefit to all of the BellSouth companies.

SECTION 5
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, BN, PF}:

None )
SECTION 6
- Assist in the

DESCRIPTION OF SERVICES NOT CHARGEABLE TC SUBSIDIARIES (PB):
acquisition process by providing intellectual property advice regarding due

diligence matters.
( 6-669)
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SECTION 2
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TC ENTITIES: Handle all

lawsuits brought against BellSouth Corporation with the exception of labor
law cases; provide record retention advice for BellSouth Corporation and
BellSouth Telecommunications, Inc. ("BST"); provide legal advice to the
BellSouth Telecommunications Data Security group, provide advice and
assistance to BellSouth Corporation and BellSouth.Telecommunications, Inc.

concerning the organizational sentencing guidelines and negotiate and
approve all contracts entered into by BellSouth Corporation.

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY: Charge 100% to
BellSouth Telecommunications, Inc. on the basis of actual time and allocate

on the basis of investment.

oECTION 4 , |
RATIONALE SUPPORTING METHODOLOGY: My legal services are rendered in one of

two ways: (1) directly on behalf of BellSouth Corporation which benefit
inures to regulated and non-regulated business as provided above; and

{2) to the regulated companies in which case investment is an appropriate
method of determining basis for allocation. /&-—ocs)
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SBCTION 2 9¢500  Tediwul Relawh e

DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:
u«mm.m-mmummuusmwmuwmmammwm. Provide information
cnBclS;:h'lmwm-muuﬂmbpﬂhmmﬂﬂhﬂm“bhﬂtﬂw&mm-ﬁwmm

SECTION 3 .
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

100% - General Affocator

SECTION 4 ]
RATIONALE SUPPORTING METHODOLOGY:
Impact of issues dealt with is generalty corporate-wide and assassmaent of direct beneflt to a specific subsidiary is impassible {or inpractical).

SECTION S .
DESCRIPTION OF SERVICES PROVIDED ON A BILLING BASIS (PS, FN, PF) :

%
SECTION 6

DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB): .

MFJ grassroots lobbying @xpense (PBS443) and 10% of salaries and sk direct lobbying expenses for two registerad kobbylsts (PBOSCY) (registared iobbylets

ars Dan Murray and Dun Mattoon). & >
. -0eS
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SECTION 2 -7.dio
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Provision of staff support activities concerning budgets, business and Strategic
plans, human resources and comptrollers interface and administration of the

BellSouth Federal Political Action Committee.

SECTION 3 '
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

Same as R. L. McGuire - composite of direct reports (G/A staff)

SECTION 4
RATIONALE SUPPORTING METHODOLOGY:

Provides administrative support for entire Governmental Affairs staff

SECTION 5 .
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

N/A -

SECTION 6 g
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

N/A
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EECTION 2

DESCRIPTION OF CORFORATE FUNCTIONS PROVITED TO ENTITIES: )
Provide marketing focused advertising for BellSouth Corporation and BellSouth
Telecammmications. Provide investment/financial advertising. Develop other
advertising as needed for BellSouth Corporation. Coordinaticon and eversight of
advertising for all BellSouth subsidiaries.

SECTION 3 - - .
' D CRC2pLCy™ O CC )|

QosT CAUSA'I‘IVE CORFORATE FUNCTIONS ASSIGNMENT METHODOLOGY : ("»\P[CICD_ CXICOR

- For marketing focused costs——CH0011 marketing general allocator P -~

- For investment/financial advertising—CX0007 equity of subsidiaries

-~ For cother advertising expenses-—CS0006 general allocator :

- For all cother costs 70% marketing general, 20% equity, 10% general allocator

SECTION 4 ' '

RATTONAIE SUPPORTING METHODOIOGY:

Advertising expenses will be charged according to the finction supported.

All other costs reflect a camposite of marketing, general amd equity allocation.

SECTION 5 .
DESCRIPI'IONOFSE:RVICES PROVIDED ON A PROJECT BITLING BASIS (PS, FN, PF):
None

—
SECTICON 6

DESCRIPTION OF SERVICES NOT CHARGEARIE TO SUBSIDIARTES (PB):

None
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'ECTION 2

JESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Provide Financial
lanagement support for BST Advertising. Provide direction for BSC Advertising.
\SSlst in advertising coordination for all BellSouth entities.

-ECTIOR 3

:0ST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:
.For BST Advertising Financial Management (10%)

-For BSE Advertising (5%)

For BSC Advertising (85%) -~ 80% marketing general, 5% general

D -

‘ECTION 4

'ATIONALE SUPPORTING METHODOLOGY:

* nses in support of BST and BSE will be charged to Advertising.
.1. other costs are allocable to all subsidiaries.

‘ECTION §
IESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF): ;

i =% st

‘ECTION 6
:ESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

—_ TSST cosls SIS Aane €$S¢’v::6(, A./wr/.;.-.) greve
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SECTION 2 ’

JESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Provide Financial
{anagement suppert for BST Advertising. Assist coordination

>f advertising for all BellSouth entities.

SECTION 3

l0ST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:
-For BST Advertising Financial Management costs(90%)

-For BSE Advertising support(5%)- 5% marketing general

-For BSC Advertising (5%) - 2 1/2% marketing; 2 1/2% general

IECTION 4

ATIONALE SUPPORTING METHODOLOGY: '

3 nses in support of BST and BSE will be charged to Advertising.
.- other costs are allocable to all subsidiaries.

2. . -

‘ECTION 5
'ESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

‘ECTION 6
‘ESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

S 07e  ndb disectly Moenld Yo ZST 576 nubannd &, S

ISr »ot cal cauvsen .
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BELLSOUTH HEADQUARTERS
COST ASBIGNMENT FORM

SECTION 1

DEPARTMENT: Public Relatjons EFFECTIVE DATE: 01/01/92

DIVISION/DISTRICT: Advertising RESPONSIBILITY CODE: #9Spaas
HYsSO1A

CORPORATE SERVICES MANAGER: Stephanie Huntsinger TELE. NO. 249-2823

= s S S mmmmrr e

SECTION 2 g

DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Perform Advertising
function for BSC. Assist in advertising coordination for all BellSouth entities

= s~
3ECTION 3

ZOST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

-For BSC Advertising(95%) 90% marketing general; 5% general

-For BSE Advertising support(5%)

= =
SECTION 4
RATIONALE SUPPORTING METHODOLOGY: .
of expenses in support of BSC and all BSE expenses will be charged to
wavertising.
\11 other costs are allocable to all subsidiaries.

ECTION 5 . !
)JESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

‘ECTION 6
'ESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

- = —
e DATE: %/ 2’/ 72
TITLE:
APPROVED: DATE: f/ 2 -7 %
TITLE: AL: _4p 'RC: H-qS'c’T'U

L sl lo

FR1KOEH 091783
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BECTION 2 42+7%T _
DESCRIPTION OF CORFORATE FUNCTIONS PROVIIED TO ENTTTTES:

Write speeches for senior corporate executives.

EECTION 3 _ 1‘
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY: _;

&P
General allocator — Pt ;
Mo oxC G, RIGaA7, CGa3 : |

SECTION 4 ’

Allfmwtims'arepmvidedatthemrpomteleveluﬂ_ammtcuractedwithany i
specific corporate entity. '

SEECTION 5 ® .

DESCRIPTICN OF SERVICES WWAMM.BIIIM BASIS (FS, IN, PF):
None

e L L —
SEECTION 6

DESCRIPTION OF SERVICES NOT CHARGEARIE TO SUBSIDIARIES (PB):

None ﬁ—DGS>
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BellSouth Headquarters EXECUTIVE INSTRUCTIONS NO. 10, SECTIOR 1
EXHIRIT A
November 1988

(Reference Faragraph 1.023a) Page 13

SELLIOUTE WEADQUARTERS
COST ASSIORNENT FORN

n:ru-x'-u:u'n Public Relations grrcorave paxe:  8-1-92
DIVISION/DISTAICT: Headquarters REsromserLITy copg: HI2050
CORPORATE SERVICTS Mamacra: Marsha K. Mock i cerr. wo, 249-2446

DESCRIFTIOR OF CORPORATL FURCTIONS PROVIDED TO ENTITIES:

Responsible for implementing and coordinating employee communications,
the related activities of the Annual Meeting of Shareholders, the
BellSouth Classic, executive conferences, staff supporc for CEO,
Board of Directors' candidates for membership and presentatioa on
Corporate Governance matters a&s relates to all entities.

CDST CAUSATIVE CORFORATE FUNCTIONS ASSIGNMENT METRODOLOGY:

' 100
M ngm‘ a\\oo&hcr

RATICRALE SUPPORTING METHODOLOGY:

Conference coordination functions support shareholder services
area and headquarters management team which in turn benefits all
entities. (No methodology identified that would more accurately
allocate the services provided).

DESCRIFTION OF SCRVICES PROVIDED ON A PROJECT BILLING BASIE (PSS, PN, PP):
None.

NOTE: All management conference costs are accumulated under a
"cost identification” project for the purpose of allocating back
to BSHQ departments and applicable subsidiaries.

DESCRIPTION OF SERVICES ROT CHRARGEASLE TO SUBSIDIARIES (PB):

None.
rscoowotd: Marsha K. Mock pazes  /~-15-92
TITLE: Mgr—-Pub Rel 55 pe; H92040
APPROVED: parg: /-15-92
TITLE: 60 nes  HS2000

r ‘\@\{\\\m
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SECTICRY 2

DESCRIFTICN OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Direct Issues Management functicn that services all public relations entities.

Coordinates intermal and external opinien research for public relations
Provide strategic plaming and cammications. Coordinate

parposes.
MFJI/grassroots efforts.

EECTION 3 _
COST CAISATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:
Total employees for all entities.

e oxeo, (X672, (Gas

EECTION 4
RATIONAIE SUPPORTING METHODOLOGY: ‘ -

all functions are provided at the corporate level and are assumed to benefit all
emplayees equally.

SECTION 5
DESMONOFSERVICESPMVIHEDQIAWBHIMBASIS (PS5, PN, FF):

None

SECTION 6
DESCRIPTION OF SERVICES NOT CHARGEAELE TO SUBSIDIARIES (FB):

PBR9443 -~ MFJ grassroots effort
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EECTICN 2

DESCRIPTION OF CORPORATE FUNCTIONS FROVIIED TO ENTTTIES:

1. Writing and production of Anmual Report to Shareholders; writing and produc-
tion of Quarterly Shareholder Newsletters; writing and related creative
coordination of EIS Jowrmal (publication to keep professicmal investment
commmity informed about BellSouth); write speeches far senicr corporate
executives; support employee cammmnication programs with research and
writing; special projects as required; production of apmual meeting f£ilm
for shareholders.

2. Departmental budgeting; administrative and clerical support.

SECTICN 3

COST CAUSATIVE (ORFCRATE FUNCTIONS ASSIGNMENT METHODIIOGY:

1. Equity of subsidiaries — budget 94% '

2. General Allocator — budget 6% Qlsc OxCCn, (X10972, Cx IGG 3,
EECTION 4

RATICRALE SUFFORTING METHODOLOGY:

1. All functions are provided at the corporate level and are not cormected with

any specific corporate entity.
2. These functions are comnected specifically with departmental budgeting and

administrative and clerical support. ' ‘

BEECTICN 5
DESCRIFTION OF SERVICES PROVIIED ON A PROJECT BITLING BASIS (FPS, FN, FF):

Nane

EECTION 6
DESCRIFTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

NHooe
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SECTTON 1
" DEPARTMENT: __Public Relations EFFECTIVE DATE: __ (7/01/92
DIVISICN/DISTRICT: _ Exterpal Affairs ~~  RESEONSIBEILITY CODE: _ H94040
| CORFORATE SERVICES MANAGER: _Jim Breedlove TEIE. NO. _ 249-2462

SECTION 2

DESCRIPTION OF OORFORATE FUNCTIAQNS PROVIDED TO ENTITIES:

Encourage and support BellSouth corporate employees’ involvement in commmity
ard civic volunteer efforts and handle related special projects. Develop a
BellSauth arts program and an in—kind contributions policy and program. Develop
a contrilutions policy handbook and corporate mewmbership directory. Provide
staff support and harndle special projects for the Chairman related to his
external activities, such as Chairman and Executive Board Comittee Member of
the U.S. Chamber of Commerce, member of United Way of America’s Board of
Govenors, Business Foundtable, Boy Scouts of America, Woodruff Arts Center,
Atlanta Historical Society, etc. Manage all fund-raising efforts related to the
Chairman‘’s extermal activities, including the National Alliance of Business,
U.S. Chamber of Coammerce, the JFK Center for the Performing Arts and Rational

e T T SR

SECTION 3
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

General allocator 20 egepton CXxCon, ¢ X942, Co a3

-

SECTION 4

RATIONALE SUPFORTING METHODOLOGY:
All functions are provided at the corporate level and are not connected with any
specific corporate entity.

L

SECTION S
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, FN, FF):

AL: 60 _ RC: __HEGHSO

FOINGGH 001715 . \%
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BELLSOUTH EEADQUARTERS {5’52.43/
COST ASSICNMENT FORM

SECTION 1
DEPARTMENT: Public Relations EFFECTIVE DATE: 07/01/92

DIVISION/DISTRICT: Corporate&Education Affairs RESPONSIBILITY CODE: _ H94100

CORPORATE SERVICES MANAGER: Pat Willis TELE. NO. 249-2414

SECTION 2
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES:

Oversees BellSouth’s interests in education and its support for local, regional,
and national issues of community interest. Directs the BellSouth Foundation
vhich provides financial support to education in the nine-state operating
territory; oversees the director of education affairs; coordinates the Global
Leaders program; and directs thé corporate contributions and membership

programs.

SECTION 3

COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY:

(_;eneral allocator Co E—?}'@C'C“ r)(_(l'_". h, CxiGG2. Q&E&:’ .
SECTION 4

RATIONALE SUPPORTING METHODOLOGY:

The education and community support provided through Corporate and Education
Affairs support the subsidiaries’ needs for qualified employees, for educated
consumers, for strong communities and for economic development. Several

methodologies, therefore apply.

SECTION 5
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF):

The National Merit and National Achievement Scholarship programs are billed to
the BellSouth Enterprises subsidiaries based on the number of their employees

vhose children are receiving scholarships.

SECTION 6
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB):

None o

SECTION 7 . . 5
RecomeneD: (ol bivacn. ol Mkl DATE: __01/01/92

TITLE: Dire
APPROVED: DATE: 07/01/92
TITLé: .P.-Public Relations AL: _ 65  RC: _ HEOH9O
- " - ¥J£J®\
\\_\'75?
FRINGGN W01716
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BellSouth Headqus rs EXECUTIVE ~STRICTIONS MO. 10, secrem 1/
KXXIRTY A

November 1988
~ Page 13

STLISOUTE ETADQUARTERS
COrY ASSICERENT FORN

veraxmnewe: _Public Relations grrecrive oatz: 8-1-92

piviston/DisTRicT:  Headquarters aEsromsIaILITY cove: HI4110
CORPORATT SERVICES MANAGER: Clarence O'Banner ELE. Mo, 249-2829

DESCRIPTION OF CORPORATT PUNCTIONS PROVIDED T0 ENTITIES:
Administration of BellSouth sponsored programs dedicated to
improving public education in the southeast, using ex:l.st:l.ng

corporate resources.

COST CAUSATIVE CORFPORASIT FUNCTIONS ASSIONMENT MITEODOLOGY:

Bt dot 0 e EpoT ALt npeNBOs—
1009, General Alloio-

RATIONALL SUPPFORTING NETRODOLOGT:

Services provided benefit all entities. {No methodology identified
that would more accurately allocate services provided.)

DESCRIFTION OF SEAVICES FROYIDED ON A PROJECT BILLING BASLS (PS5, PN, PF):

None

DESCRIPTION OF SERVICES NOT CHRARGEASLE T0 SUBSIDIARITS (FB):

None

RECONERDED: BATE: 7=-13-92
ALt _S55 aer 94110
AFFROVED: DATE:

49 - FOLKOGH 09LT17
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Request:

334

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 06/29/93

Amended Response

Item No. 6-083

Page 1 of 1

Please provide the amounts by department,
responsibility code, and by FRN for administrative
costs incurred by BSC-HQ BellSouth Foundation for the
calendar years 1991 and 1992.

If any of these costs were billed directly to BST
during the calendar years .199]1 and 1992, please
provide the annual amounts by account. Also please
indicate whether any of these costs were classified as
non-jurisdictional in the BST or State General lLedger. -
If so, please provide the annual amounts for BST and
each state by account that were classified as non-
jurisdictional.

Response: The Company amends its response of July 14, 1993 as
follows:

A.

All Administration expenses associated with gﬁhg+
BellSouth Foundation are charged to the BellSout]

Corporate and Educational Affairs Department under:RC
H94100. The BellSouth General Allocator (FRN 100) "is
applied to these expenses to allocate them among the
subsidiaries. See Response to Item 6-059 for amounts
allocated from BSC-HQ to its subsidiaries during 1991
and 1992 for BellSouth Foundation Administrative
expenses.

See Response to Item 6-059 for 1991 and 1992 annual
amounts billed to BST. These charges were classified
to Account 6722 in 1991 and 1992. None of the Account
6722 costs are classified as non-jurisdictional.

Date Provided: October 15, 1993
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Request:

A -

B35

Southern Bell Tel. & Tel. Co.
FPSC Dockat No. 920260~TL
Audit

Date: 06/29/93

Amended Response to

Item No. 6-060

Page 1 of 2

Indicate whether the following types of costs were
incurred directly or indirectly by BSC-HQ and in turn
billed to BST or its predecessors during the calendar
Years 1988 through 1992:

I. Annual dues to social _organizations or non-
professional membership expenses:;

II. Activities or contributions for political purposes
including those associated with political action
committees;

II1I. Entertainment or other costs associated with
lobbying or influencing any actual or potential
legislation or political gathering including but
not limited to sports or vacation costs, the
Republican or Democratic National cConventions,
etc.;

IV. Sponsorships:

V. Donations or charitable contributions;

VI. Corporate Image, Goodwill or Institutional

Advertising;

If any of these costs were directly or indirectly billed
to BST or its predecessors during the calendar years 1988
through 1992, please provide the annual amounts by
account and by entity.

Also, please indicate whether any of these costs were
classified as non-jurisdictional in the BST or state
general ledgers. If so, please provide the annual
amounts for each state by account that were classified
and non-jurisdictional.

Response: The Company amends its response dated July 14, 1993 as
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follows:
A. I. Yes, for business purposes.
II. VYes, regarding coordination/administration of

FedPAC’s.

III. BellSouth does not track entertainment costs as
being incidental to specific activities. ‘BellSouth
retains the costs of .:lobbying gand:x.activities
associated with national political‘conventions.

Iv. Yes, however, some sponsorship expense is retained
by BellSouth.

V. Yes,

VI. Yes.
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 06/29/93

Amended Response to

Item No. 6-060

Page 2 of 2

Response Continued:

Attachment I is the BSC-HQ expenses and allocations
to subsidiaries for the years 1990 -~ 1992 and is
being sent in the overnight mail on October 15,
1993. Data is not available in sufficient detail
to provide similar data for years prior to 1990.

None of the BSC-HQ charges to BST for the expenses
listed above were classified as non-jurisdictional.
All amounts were charged to the states.

Date Provided: October 15, 1993

53




- BellSouth Corporation
Expenses Allocated to Subsidaries
($000)
1990
Accoun
l. - Memberships
Social & Service 737
Il. - Fed Pac Admin. Various
IV. - Sponsorships 739
V.-Contributions 756
VL. - Advertising 7485
1991
Accoun
l. - Memberships
Social & Service 737
il. - Fed Pac Admin. Various
V. - Sponsorships 7389
V. - Contributions 75§
V. - Advertising 745
1992
Accoun
l. - Memberships
Social & Service 737
H.-Fed Pac Admin.  Various
IV. - Sponsorships 739
V. - Contributions 758
VL. - Advertising 745
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5.1
23.5
248

217.0

2,651.9

238
11.1
20.8
209.5
1,982.1

18.2
34.8
30.9
300.4

895.0

173
770
107.4
8934.0
3,3687.0

87.7
28.3
74.8
822.9
2,569.1

97.9
1843
145.1

1,894.5
1,068.2

12.4
48.2
75.8
-684.5
22733

3.7
19.5
53.8
§91.2
1,903.8

5.2
18.7

(23.0)
75.1

481.8

Item No. 6960

Attachment I
$35d
BSS BBS
0.9 1.1
86 0.0
28 1.1
0.0 9.1
0.1 163.8
ToTAL
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 06/29/93

Amended Response to

Item No. 6-001

Page 1 of 2

Request: A - For each year 1984 - 1992, provide separately the
number of total BSC consolidated (including all
subsidiaries) employees and BST employees in each
of the nine BellSouth states. Employees should be
determined on an average annual full time
equivalents basis.

B - Indicate whether plans exist to offer any
retirement plans in the 1993-1994 time frame. Give
a description of the plan and identify the
projected net reduction in positions.

C - Provide a projection of total number of positions
for 1993 and 1994 (average annual full time
equivalents) for the following entities:

I. BST
II. BSC-HQ
III. BSC Consolidated (including all subsidiaries)
IV. BSE-HQ

Response: A

In its response dated July 14, 1993 the Company
stated that it would respond on August 3, 1993.
Following is the response:

Abtached is the total number of employees for each
year (1984-1992) for all BellSouth Companies and
BST. The BST totals are broken down by state and
also by Southern and South Central territories.

- ‘&he Company amends its response which was provided
on July 14, 1993 as follows:

Last November, BST annocunced plans to reduce the
size of the work force by some 8,000 employees by
1996. These reductions will be tied to work
redesign efforts over the next several years. No
universal early retirement offers are planned.

R BellSouth’s agreement with the Communications
Workers of America makes several programs available
to represented employees affected by any resulting
force imbalance.

P

preeim—--

CONFIDENTIAL® ***
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Scuthern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 06/29/93

Amended Response to

Item No. 6-001

Page 2 of 2

Response continued:

C -

Folliowing are the force projections for BST for
1993 and 1994, which were taken from the February
1, 1993 Working view of 1993-1995. This data is
for total number of employees and includes part-
time, full-time and temporary positions.

1993 Force 1994 Force
P;ngg;ign (BST}) P;ngg;ign (BST)
75,966 74,634

The 1993 BSC-HQ projected headcount, as taken from
the Budget Commitment is 720. The 1994 projection
was not available.

The Company has asked BSE to provide the requested
force projections for 1993 and 1994. BSE has
declined to provide this information. Therefore,
the Company objects to providing the requested
information on the grounds that (1) Southern Bell
does not have possession, custody or control of
such information, (2) the entity that is in
possession os such documents is not subject to the
jurisdiction of this commission and (3) in any
event, such information is neither relevant nor
reasonably calculated to lead to the discovery of
admissible evidence {(a) related to transactions or
cost allocations among these companies or (b)
necessary to show that Southern Bell’s Florida
customers do not subsidize either Southern Bell'’s
or its affiliates’ unregulated activities.

Date Provided: August 6, 1993
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May 1, 1987

THE BELLSOUTH CORPORATION
VOLUNTARY SEPARATION INCOME PAY PLAN

SUMMARY PLAN DESCRIPTION

Item No. 6-014
Attachment A
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The BellScuth Cerporation
Voluntary Separation Income Pay Plan

Summary Plan Dascriptioen

The Voluntary Separation Inceme Pay Plan (VSIPP) is designed for
certain management employees of participating companies whose term
of employment is 20 or more years, who elect to voluntarily
separate from enployment, and who meet the standards set by the
participating companies to provide managenent developmental
opportunities and to achisve optimal force balance objeactives.

VSIPP provides eligible employees with a lump sum payment and a
linmited exteansion of medical banafits for employees not otherwise
eligible for extended benefits to sase the transition of veluntary
separation from amployment.

VSIPP is effective May 1, 1987 and applies to those eligible
employees who make a binding election during the period from May
1, 1987 to July 15, 1987 to voluntarily separate from employmant
and who veoluntarily separate f{rom employment pursuant to VSIPP on
or before October 31, 1987. VSIPP also applies to certain
management employees of participating companies who elect VSIPP
benefits and whe veluntarily separated frem amployment under other
management voluntary separation plans on or after January 1, 1987
and prior to May 1, 1987, or who have elected prior to May 1, 1987
to saparate under such a plan and who actually veluntarily
separate from service on or bafore October 31, 1987.
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Voluntary Separition Incentive Pay Plan

BellSouth Corporation

. The Voluntary Separation Incentive Pay Plan (VSIPP)
is designed to provide a transition payrent to certain management
enmployees ©f participating companies who elect to veluntarily
saparate from service under the terms ©f VSIPP and who nmest
standards set by the participating companies to achieve optimal

" force balance and provide for developmental opportunities. VSIPP

shall be effective May 1, 1987.

BARTICIPATING COMPANIES. VSIPP is only available to
employses of participating companjies. The following are the
participating companies under VSIPP:

BellSouth Corporation

Southern Ball Telephone and Telegraph Company
South Central Bell Telephone Company
BellSouth Services Incorporated

BellSouth Enterprises, Inec.

BellSouth Advertising & Publishing Corporatioen
BellSouth Advanced Systams, Inc.

Southarn Ball Advanced Systems, Inc.

South Central Bell Advanced Systams, Inc.
BellSouth International, Inc.

BellSouth Systems Technology, Inc.

BallSouth Mobility Inc

BellSouth Government Systems, Inc.

BellSouth Information Systems, Inc.

Sunlink Corporation

BallSouth D.C., Inec.

BallSouth rinancial Services Corporation

PARTICIPATION. You are considered a participant and eligible
to receivs benefits under VSIPP, subject to your satisfaction of
all applicable mandatory conditions to benefit entitlement
described in "Eligibility for Benefits" below, if you meet both of
the following criteria:

1. Implovyment Status. You must be a regular full-time
zanagement employee of a participating company actively at work or
on a departmental leave not exceeding 30 days. If you are on a
leave of absence (other than a J0=-day departmental leave) and have
aandato return rights to resturn frem leave pursuant to those
return rights prior to November 1, 1987 or are receiving benefits
under the Sickness and Accident Disability Plan, you may make an
slection to separate from service under VSIPP but you will not be
considered a participant and eligible for VSIPP benefits, and your
election will be disregarded, unless ycu zeturn to active ssrvice
as a regular full~-time mazagement employee of a participating
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company prior to the agreed upon separation from servics date.
Corporate officers in the Executive Compensation Group are not
eligible te participates. -

2. Tarn cof rmolovment. You nust have completed, or will
complete prior to ycur separation from service under VSIPP on or
before October 31, 1587, 20 years of employment with the company.
Your term of employment will include any such ezmployment credited
under the Pension Plan's bridging rules provided that such bridge
occurs prior to the date you separate from service under VSIPP
{your "separation date").

ELIGIBILITY FOR BENEFITS. Assuming that you qualify as a
participant, you will be eligible to receive VSIPP benefits only
under the following conditions.

1. Election. You nmust deliver a binding election to
veluntarily separate from service under VSIPP on the form provided
for this purposs, including the release included as part of that
form, to the VSIPP Administrator for your participating company
during the pariod from May 1, 1987 through July 15, 1987. The
VSIPP Administrators and their addresses are listed in the "Plan
Adeinistration” section of this bocklat. This eslection will
require you to separate from service on or before October 31,
1987, on a date to which you and your participating company may
agres, subject only to your entitlement to receive banafits under
2. below or your demonstration to the satisfaction of the
BellScuth Vice Pressident-Corporate Human Rescurces that you should
be permitted to revoke your election for good cause reslated to an
unforeseen exceptional hardship.

<. Accaptance. Your election to separate from service
under VSIPP will not be effective unless it is accepted by your
participating company based upon its business needs related to
management development opportunities and force planning. If your
participating company determines that it cannot accept all
separation from service eslections from your work organization
based upon its business needs as relatad to forca balance
objectives and developmental opportunities, the elections of the
participants in such organization which will be accepted will ba
detarmined oolol{ on the langth of their term of employment. The
separation elections of the participants in these organizations
vhich are not accepted based on their tera of employment will be’
disregarded and they will not be required to separate from service
and will not receive VSIPP benefits. You should be awars that
there may be some organizatiens in a participating company for
which no electicns will be accepted based on business needs.

FOLKOGH 994353



3. Separation from sarvica. You must actually separate
from service on or before October 31, 1987 on & date to which you
and your participating company may agras. If after making an
election to separate under VSIPP, but prier to your actual
separation date, your employment terminates by reascn of desath,
disability or termination by your participating company for
misconduct, your slection to separate under VSIPP is automatically
canceled and you will not be eligible to receive VSIPP benefits.

VYSIPP BENETIIS. If you meet the conditions for participation
and eligibility for benefits above, you will be entitled to
receive ths folloving banefits under VSIPP.

1. Basic Separation Allowance. You will receive a lump sum
payment equal to your annual base salary rate in effact as of your
separation date. Yor certain sales emplcoyees the Basic Separation
Allowance will consist of their annual base salary rate plus their
standard sales incentive aaount. :

2. Pansicn Discount Allowance. In addition, if, as eof your
separation date, your term ©f employment is at lesast 30 years and
you are age 50 or older but under age 55, you will receive a lump
sum payment egual to the present value of the 3% per year discount
in your service pension under the pension plan that is
attributable to your separation from service prior to age 55.

This present valus will be determined based upon your actual
service pension, the UP-1984 Mortality Table and the Pension
Benefit Guarantee Corporation interest rate for determining the
present value of immediate annuities from terminated plans as in
effect On January 1, 1987,

In no evant, hovaver, will your Pension Discount Allowance exceed
your annual base salary rate in effect as of your separation date.

3. continuation cof Group Medical Coverage. If you are
eligible for an inmediate service pension under the Pension Plan,
You will be eligible for extended retiree coverage under the
Medical Expense and Dental Expense Plans.

If you are not eligible for an immediate service pension
under the Pensicn Plan, your Medical Expense or Alternate Choice
Plan will continue under VSIPP until you receive other group
nedical coverage or for a maximum of six full months following the
end of the month in which you separate from service. The payment
©of these premjiums under VSIPP will be made on the sames basis as
for active employees. Tharafore, for example, if you are covered
under an Alternate Choice Plan, any difference in premiums (i.e.,
excess amount over what the company pays) will be billed to you
and must be paid by you.
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You alse will be given the eslecticn under Federal lLav (called
the Consclidated Omnibus Budget Reconciliation Act of 1685 or
"COBRA"), applicable to all employees whe terminate employment
atcar 158&, to> continue your Vision Care Plan or Dental Expenss
Plan covearage for 18 months, or extand your Medical Expense Plan
or Altarnata Cheica Plan Coverage from the 7th to the l8th month,
following your termination of employment by paying 102% of the
monthly prezium ameunt to the COBRA administrater. :

4. Estimates and Pavments. You will be furnished in late
May, 1587 or early June, 1987 an estimate of your Pension Discount
Allovance and Pension, assuming a July 31, 1987 separation data.

The deterzination and payment of your actual Basic Separation -
Allowance and, if applicable, Pension Discount Allowvance, if you
meet the conditions for participation and eligibility for benefits
above, will be made within 30 days of your separation dats.

You should be aware that VSIFP lump sum payments are subject
to the appropriate withholding of federal, state, local, and '
social security (FICA) taxes and are resported on IRS Form W-2.
Furthermore, a lump sum payment made under the VSIPP has no effect
on any pension or other bensfits te which you may otherwvise be
entitled at the time of separation. (Ses exception under
"Reductions or Offsets" balow.)

REEMPIOYMENT. In your election for VSIPP benefits, you agree
not to apply for reemployment with BellSouth Corporation or any
affiliated or subsidiary company or sntity. However, if you
separate from service under VSIPP and are re-employed by BallSouth
Corporation or any affiliated or subsidiary company or antity as
an employee, then you will be required to refund to your
participating company the entire amount of your VSIPP separation
paynents.

REDUCTION OR OFFSETS. If you file a claim or proceeding of
any kind resulting from your separation of smployment, such as a
Worker's Compensation or employment discrimination claim, your
VSIPP separation pay vwill be reduced by the amount of any avard or
settlenment from such claim, action or procesding. Furthermore, as
described in "Eligibility for Benefits" above, you are required to
sign a release against all such claims, actions or proceedings as
a condition to electing VSIPP paymants. ‘

BellSouth may withhold VSIPP lump sum payments during the
pendency of any such claim, action or proceeding until a final
deternination is made and then reduce your VSIPP lump sum pPayments
in accordance with any awvard or settlement. 1In addition, if you
file a claim, action or proceeding against a participating or
affiliated company after receiving separation pay under VSIPP and
you subsequantly receive an avard or settlement, your
participating company may:
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= have 8 lien on the avard or settlenent, to the extent’
perzitted by applicable law, up to the amount of the VSIPP lump
sSum payments; or

- if no such lien is permissible, reguire you to repay to the
company within 30 days of receipt of any award or settlement an
amcunt equal te such awvard or settlement up to the full amount of
the VSIPP lump sum payments. :

SPECIAL TRANSITIONAL BENEFIT. As a special transitional
benefit, if you veoluntarily separated Irom sarvice of a
participating company befors May 1, 1987 but on or after
January 1, 1987 under the Management Transition and Assistance
Plan ("MTAP") or if prior to May 1, 1987, your election to
voluntarily separate from service of a participating company under
MTAP has been accepted by that company but you have not separated
by May 1, 1987, you will be entitled tc elect to receive a Basic
Separation Allovance and the Pension Discount Allowance under
VSIPP as described in "VSIPP Benefits" above by completing the
Election and Release form, and returning it to your VSIPP
Coordinator on or before July 15, 1987. Your Election will be
considered with all other Elections submitted if you meset the
requirements specified in the "Eligibility For Benefits” section
of VSIPP. 1If your Election is accepted, the anocunt of your Basic
Separation Allowance will be based on your annual base salary rate
in effect as ©f your separation date. Tha benefit amount so
deternined will be reduced by the amocunt of any payments you have
received, or are entitled to receive in the future, under MTAP.

If you voluntarily separate from service of a participating
conpany after May 1, 1987 pursuant to the BellSouth Managesnent
Pension Plan and do not receive benefits under MTAP, you will be
entitled to slect to receive a Basic Separation Allovance and the
Pension Discount Allowance under VSIPP as described in "VSIPP
Benefits"™ above by completing the Election and Relsase form, and
raturning it to your VSIPP Coordinator on or before July 15, 1987.
Your Election will be considersd with all other Elections
submitted if you meet the requirsments specified in the
"Eligikility For Benefits" section of VSIPP. 1If your Election is
accepted, the amount of your Basic Separation Allowance will be
based on your annual base salary rate in effect as of your
separation date.

EXCLUSIONS AND ILIMITATIONS. The sactions above describe the
conditions under wvhich you may be eligible to receive VSIFPP
benafits. Under these conditions:

1. You will NOT ba eligible to participate in VSIPP i?

- you are not a full-time regular management employee of
4 participating coapany;
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= You are an officer in the Executive Compensation
Group:

= You are on a disability benefit or a leave of adsence
(other than 2 20-day departmental leave) on your separation date:

= For purposes ¢f the "Special Transitional Benefit"
described above, you did not separate from service under MTAP
betwveen January 1, 1987 and October 31, 1987.

= For purposes of the "Special Transitional Benefit"
described above, you did not separate from service undar the
BellScuth Management Pension Plan (without recsiving MTAP
benefits) between May 1, 1987 and October J1, 1987.

2. Even if you qualify as a participant, you will NOT be
eligible to receive VSIPP benefits if

- no VSIPP elections are acceptad for your work

organization or you deo net qualify for the acceptances based on
your term of esmployment.

= You fail to deliver your binding election, including
the release, to your VSIPP Administrator between May 1, 1987 and
July 15, 1987;

= You fail to actually separate from service as provided
in that election;

= You becone disabled, dis, or are terminated for causs
prior to your agreed upon separation date.

= For purposes of the Pension Discount Allowance
described in "VSIPP Benefits" above, your term of employment is
less than 30 years service or you are not age 50 or older and less
than age 55 on your separation date: '

3. In addition, your VSIPP benefits will be limited so that

= in no event will the lump sum amount you receive be
more than twice your annual base salary rate in effect as of your
separation date;

= Your axtended VSIPP medical coverage will expire six
months follewing the month of your separation from service
(subject to retiree benefits for service pensioners and your
ability to purchase extended coverage for additional periods under
COBRA by paying 102% of the cost.)
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SIELER TACTS .

Linancing of VSIPP Custs. Separation payments under VSIPP
are paid from the gensral assets of the participating companies.

Iyvpe of Plan. VSIPP is classified as a welfare benefit plan
under provisions of the Employee Retirement Income Security Act of
1974 (“ERISA").

Plan Admpinistration. BellSouth Corporation, €75 Wast
Pesachtres Street, N.E., Atlanta, Georgia 30375, telephone number
(404) 420-87%5, is the plan administrator responsible for the
administration of VSIPP. BallSouth Corporation shall act through
its Vice President-Corpcrate Human Resocurces or his designated
representative. BellSouth has delegated to the VSIPP Review
Committea the authority and duty to reviev the denial of any claim
upon receipt of a timely request for a reviev as provided under
"Claiz Procedure” below. _

BellSouth has delegataed responsibility for handling VSIPP
administrative services for the eligible participants of sach
participating cempany as follows:

BallSouth Corporation
BallSouth D.C., Inec.
BallSouth Financial Services Corporation
VSIPP Coordinator
42885 Scuthern Ball Cantar, 675 West Peachtrss Street, N.E.
Atlanta, Georgia 230378
Telephone (404) 420-8758

BallScouth Enterprises, Inec.

BellSouth Government Systeams, Inc.

BellSouth Information Systams, Inc.

BellSouth International, Inec.

BellSouth Mobility Inec

BellSouth Systams Technology, Inc.

Sunlink Corporation
VSIPP Coordinator
42U83 Southern Ball Centar, 675 West Pesachtrea Street, N.E.
Atlanta, Georgia 30375 .
Telaphone (404) 420-7129

BellSouth Advanced Systems, Inc.
Scuthern Bell Advanced Systems, Inc.
South Central Ball Advanced Systems, Inc.

VSIPP Coordinator

Room 281 :

3500 Blue Lake Drive

Birninghar, Alabama 35243

Telephone (205) 972-1812

-
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BsllSouth Advertising & Publishing Corpeoration
VSIPP Coordinater
59 Executive Park Socuth, N.E.
Atlanta, Georgia 30329
Telephene (404) 982-7011

South Central Ball Telephone Coempany
VSIFPP Coordinater
600 North 15th Street, 9th Floeor
Birmingham, Alabama 35201
Telephone (205) 321-8445

BellSouth Services Incorporated
VSIPP Coordinatoer
600 North l9th Street, 21st Tloor
Biraingham, Alabama 235201
Telephone (205) 321-81638

Scuthern Bell Telephone and Telsgraph Company
VSIPP Cocrdinater
3G60 Southern Bell Center, 675 West Peachtres Street, N.E.
Atlanta, Georgia 230375
Telephone (404) 529-8129

Claim Procedurs. VSIPP participants, or any parson duly
authorized by ¢ participant, may file a claim in writing for
benefits under VSIPP or any other matter related to VSIPP if they
balieve they have been trsated unfairly with respect to VSIPP.

The written claim must be sent to the person listed for the
respective participating company under "Plan Administration™ above
within 60 days of the date of the alleged unfair treatment, or
occurrence of other facts giving rise to the claim.

If the claim is denied, the claimant will receive written
notice of the Plan Administrator's decision, including the
specific reason(s) for the decision, within 90 days of tha date
the claim was received. In some cases, more than 90 days may be
needed to make a decision. In such cases the claimant will be
notified in writing, within the initial 90~day pericd, of the
Teason more time is needed. An additional 50 days may be taken to
make the decision if the claimant is sent such a notice. The

extension notice will show the date by which the decision will be
sent. .

ADPeAls Procedure. 7The Appeals Procedure which follows givaes
the rules for appealing a denied claiam.

A claimant may usse this procedure if:

= no reply at all is received by the claimant within $0 days
after filing the claim: or
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- in cases where a notice has extendsd the time for an
additional 50 days and no reply is received within 180 days after
2iling the claim: or

= written denial ef the claim for banafits or cother matters
is received within the proper time limit and the claimant wishas
to appeal the writtan denial.

If a clainm for banefits or review of any other matter related
to VSIPP is denied, the participant, or other duly authorized
person, may appeal this denial in writing within 60 days after it
is received. Written request for review of any denied claim
should be sent directly to the Assistant Vice President-Human
Resources Planning and Development, 4418 Southern Bell Center, €75
West Peachtres Street, N.I., Atlanta, Georgia 3037S, who will than
refer it to the VSIPP Reviev Committee. Unless the VSIPP Review
Compittaes sends notice in writing that the claim is a special case
nesding more time, the Comnittee must conduct a review and decide
on the appeal of the denied claim within 60 days after receipt of
the written request for reviev. In special cases, needing more
time to make a decision, the VSIPP Review Committee will send
notice in writing that there will be a dalay and give the reasons
for the delay. In such cases, the VSIPP Reviev Committee may have
$0 days more, or a total of 120 days, to make its decision.

IZ the claimant, or another individual designated by the
claimant to represent him/her, sends a vritten request for review
cf s denied claim, such person has the right to send to the VSIPP
Review Committee a2 vritten statement of the issues and any other
docunents in support of the claim for benefits or other matter
under review.

The VSIPP Reviev Committee's decision shall be given the
claimant in writing within 60 days or, if extsnded, 120 days and
shall include the specific reason(s) for the decision. 1I¢ the
VSIPP Review Comnittas does not give its decision on review within
the appropriate time span, the claimant may consider the clainm
denied, Any decision by the VSIPP Review Committas shall be final
and conclusive with respect to all questions arising in
administering VSIPP and shall not be subject to further review.

lecal Service. Process can de served on the Plan
Agninis ‘ator by - r-ecting such service to him at the feollowing -
address:

Vincent L. Sgrosso~Vice President and Associate
General Counsel
BallSouth Corporatieon _
4300 Socuthern Ball Centar, 675 West Peachtres Streest, N.E.
Atlantsa, Georgia 30378
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The VSIPP and all its records are kept on a
calandar year basis, beginning January 1 and anding Decenmbar 31 of
each year.

Elan Identification Numbers. VSIPP is identified by the
following numbers under Internal Revenue Service (IRS) rules:

58-1533433 Employer Ildentification Number assigned by
the IRS

PNS39 Plan Number assigned by BellSouth

Plan cContinuance. BellSouth, through the Vice President-
Corperate Human Rescurces, may from time to time make changes in
VSIPP and may terminate VSIPP at any time. VSIPP in any event
will automatically tarminate November 1, 1987 except to the extent
that its administration procedures need to remain in effact to
process claims and payments for participants who separated from
sarvice prior to that cats. Any changes or termination shall not
affect any rights under VSIPP to which you may have previously
bacone entitled. VSIPP shall comply with applicable federal laws
and applicable state and local lavs to the extant not prsempted by
ZRISA, and will be amended, if necessary, in order to satisfy any
such rsgquiresments.

Plan Documents. This document is intended to serve as both
the full text ©of the Veluntary Separation Income Pay Plan as wvell
as a Summary Plan Description of such plan. Participants in this
plian are entitled to axamine, without charge, all plan documents,
including any documents and reperts that are maintained by the
plan and/or filed with a Faderal Government Agency. Thase
documents are available for raviewv at each VSIPP Administratoer's
office. IZf a participant is unable tc examine the documents at
such a location, he/she should write the VSIPP Administrater,
specifying the docunents to be sxanined and at which work location
the participant wishes to examine tham. Copies of such documents
will be made available for examinaticn at that work leocation
within 10 days of the date the reguast was made.

At any time, participants may request copies of any plan
documents by writing to the VSIPP Administrator at 675 West
Peachtree Street, N.E. 4418 Southern Ball Center, Atlanta, Georgia
30375. Participants will be charged a resasonable fee for copies
of the documants regquested.

RIGHTS OF A PLAN PARTICIPANT. As a participant in the
BellSouth Corporation Veluntary Separation Income Pay Plan, you
are entitled to certain rights and protection under the Eaployee
Retirement Income Security Act of 13974 (ERISA). ERISA provides
that all plan participants shall be entitled to:
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- examine, without charge, all plan documents and copies of
all documents filed by the pPlan with the U.S. Departmant of Labor,
if any: and

- ebtain copies ©f all plan documents and other plan
information upon writtan raguest to the Plan Administrator as
described above.

In addition to creating rights for plan participants, ERISA
imposes duties upen the pecple who are responsible for the
operation of smployee banefit plans. The people who opsrate your
plan, called "fiduciaries” of the plan, have @ duty to do so
prudently and in the interest of you and other plan participants.
No one, including your employer, or any other person, may
terzinate your sxployment or otherwvise discriminate against you in
any way to pravent you from obtaining a bensfit or exercising your
rights under ERISA.

If your claim for benefits is denied, in whole or in pare,
you have certain rights of reviev as described in this document
under "Plan Administration” and "Claim Procedure”.

Under ERISA, thers ars steps you can take to snforce the
above rights. For instance, if you regquest mataerials from your
Plan Administrator and do not receive them within 30 days, yocu may
£ile suit in a federal court. 1In such cass, the court may require
the Plan Adrinistrater to provide the materials and pay up to $100
a day until you receive the materials, unless the matsrials wvaeres
net sent becausse ©of reasons beyond the control of the Plan
Adaninistrator. If you have a ¢claim for benefits which is denied
or ignored, in whole or in part, you may file suit in a state or
federal court. If you are discriminated against for asserting
your rights, you may seek assistance from the U.S. Department of
Labor or you may file suit in a federal court. The court will
decide who will pay court costs and legal fees. If you are
successful, the court may order the parson you have sued to pay
these costs and fees. If you lose, the court may order you to pay
:h:solcostu and feas if, for example, it finds your claim is

riveolous.

1f you have any Questions about ths plan, you should contact
the FPlan Administrater. 1If you have any questions about this
statement of your rights, or about your rights undexr ERISA, you
should contact your neareast Area Office of the U.S. labor
Management Services Administration, Department of labor.
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BELLSOUTRE CORPORATION .
VOLUNTARY SEPARATION INCOME PAY PLAN

Summary Plan Description

The Voluntary Separation Income Pay Plan ("VSIPP") s designed for
certain management employvees of participating companies whose
terms of employment are 20 or more years, who elect to voluntarily
separate from employment, and who meet the standards set by the
participating companies.

VSIPP provides eligible employees with a lump sum payment and a
linited extension of medical benefits for employees not otherwise
eligible for extended benefits to ease the transition of voluntary
separation from emsployment,

VSIPP is effective December 15, 1988 and applies to those eligible
exployees who make a binding election during the period from
December 15, 1988 to Januacy 20, 1989 to voluntarily separate
from employment and whe voluntarily separate from employment
pursuant to VSIPP on or before April 30, 1989. VSIPP also applies
to certain management esployees of participating companies who
elect VSIPP beénefits and who voluntarily separated from
enploynment under other management veoluntary separation plans or
retired on or after November 1, 1988 and prior to December 15,
1988, or who have elected prior to December 15, 1988 to separtate
under such a plan and who actually voluntarily separate from
service on or before April 30, 1939,
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BELLSCUTH CORPORATION
VOLUNTARY SEPARATION INCOME PAY PLAN

PURPOSE. VSIPP is designed to provide a transition payment
to certain management employees of participating companies whe
elect to voluntarily separate from service under the terms of
VSIPP and who meet standards set by the participating companies
to achieve cptimal force balance. VSIPP shall be effective
December 15, 1988.

PARTICIPATING COMPANIES. VSIPP is only available to
employees of participating companies. The following are the
participating companies under VSIPP:

BellScouth Corporation

Southern dell Telephone and Telegraph Company
South Central Bell Telephone Company
BellScuth Services lncorporated

BellSouth Enterprises, Inc.

BellScouth Advertising & Publishing Corporation
BellScuth Advanced Systems, Inc.

Southern Bell Advanced Systems, Inc.

South Central Bell Advanced Systeas, Inc.
BellSouth International, Ine.

BellSouth Systems Technolegy, Inec.

BellSouth Mebility Ine

sellSouth Government Systems, “nc.

SellSouth Information Systems, Inc.

Sunlink Corporation

BellSouth D.C., Ine.

BellScuth Financial Services Corporation

PARTICIPATION. You are considered a participant and eligible
to receive benelits under VSIPP, subject to your satisfaction of
all applicable mandateory conditions to benefit entitlement

described in "Eligibility for Benefits" below, if you meet both of
the following criteria:

b Esployment Status. You must be a regular full-time
Ranageaent employes o0f a3 participating company actively at work or
en a depactaental leave not exceeding 30 days. If you are cn a
leave of absence (other than a 30~day departaental leave) and have
mandatory return rights to return frzoa leave pursuant to those
return rights pricr to May 1, 198% or are receiving benefits
under the Sickness and Accident Disability Plan, you may make an
election toc separate from service under VSIPP but you will not be
considered a participant and eligible for VSIPP benefits, and your
election will be disregarded, unless you ceturn to active service
a8 8 regular full-time management employee of a participating
company prior to the agreed upon separation from service date.

-
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2. Term of tuglogncnt. You maust have completed, on ot
before Apri . i years cf employment with the company
unless you separate prior to April 30, 1985 in which case you must
have completed 20 years of employment on or before your sepacration
from service. Your term of employment will include any such
esployment credited under the Pension Plan’s bridging rules
provided that such bridge occurs prior tc the date you separate
from service under VSIPP (your "sepazation date").

ELIGIBILITY FOR BENEFITS. Assuming that you qualify as a
participant, you will be eligible to receive VSIPP benefits only
under the following conditions.

1. Election. You must deliver a binding Election to
veluntarily separate from service under VSIPP on the form
provided for this purpose, including the Release included as part
of that form, to the VSIPP Coordinator for your participating
company during the period from December 15, 1988 through January
20, 1989, The VSIPP Coordinators and their addresses are listed
in the "Plan Administration” section of this booklet. This
Election will require you to separate from service on or before
April 30, 1989, on a date to which you and your participating
COmMpPaANny Bay agree, subject only to your entitlement to receive
benefits under 2. below, your demonstration to the satisfaction of
the BellSouth Executive Vice President-Corporate Ruman Resources
that you should be permitted to revoke your election for good
cause related to an unforeseen exceptional hardship, or your
participating company tequiring your employment beyond April 30,
1989, because of your participation in a project which, in the
opinion of the participcting company, necessitates you:r employment
beyond April 30, 1989. 1In the event your participating company
deterpines that your employment is required beyond April 30, 1989
the separation date will be set by the pacrticipating company but
will be no later than October 31, 198%. Approval of your Company
President or his designate is necessary for extension of the
sspacation date beyond April 30, 1989.

2. Acceptance. Your Election to separate from service
under VSIPP uiEI not be effective unless it is accepted by your
participating company based upon its business needs related to
force planning. If your participating company determines that it
cannct accept all separation from service elections from your work
organization based upon its business needs as related to force
balance objectives, the elections of the participants in such
organization which will be accepted will be determined solely on
the length of their term of employment. The sepatation elections
of the participants in these organizations which are not accepted
based on their tera of employment will be disregarded and they
will not be teguired to separate from service and will not receive
VSIPP benefits. You should be aware that there may be some
organizations in a participating company for which no elections
will be accepted based on business needs.

-2-
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3. Separation from Service. You must actually separate
from service on or before Apri 0, 1989 on ¢ date to which you
and your participating company may agree unless your participating
company determines that your employment is required beyond that
date for the reascns set forth in 1. above. 1If after making an
- election to separate under VSIPP, but prior te your actual

separation date, your employment terminates by reason of death,
disability or termination by your participating company for
misconduct, your election to separate under VSIPP is ,
automatically canceled and you will not be eligible to receive
VSIPP benefits.

VSIPP BENEFITS. 1!f you meet the conditions for
participation and eligibility for benefits above, you will be
entitled to receive the following benefits under VSIPP.

1. Basic Separation Allowance. You will receive a lump sunm
payment equal to your annua ase salary rate in effect as of
December 31, 1988. TFor certain sales employees the Basic
Separation Allowance will consist of your annual base salary rate
as ©of December 31, 1988 plus your standard sales incentive amount.

2. Pension Discount Allowance. In addition, if, as of
April 30, 1989, your term of empioyment is at least 30 years and
you are age 50 or older but under age 56, you will receive a lump
sum payment equal to the present value of the 3% per year discount
in your service pension under the pension plan that is
attributable teo your separation from service prior to age 56,

This present value will be deterwined based upon your actual
service pension, the UP-1984 Mortality Table and the Pension
Benefit Guarantee Corporation interest rate for determining the

present value of immediate annuities from terminated plans in
effect on January 1, 1988.

in no event, however, will your Pension Discount Allowance exceed
your annual base salary rate in effect as of your separation date.

3. Continuation of Group Medical Coverage. 1f you are
eligible for an iamediate service pension under the Pension Plan,
you will be eligible for extended retiree coverage under the
Medical Expense and Dental Expense Plans.

If you are not eligible for an immediate service pension
under the Pension Plan, your Medical Expense ot Alternate Choice
Plan will continue under VSIPP until you receive other group
medical coverage or for a maximum of gix full months following the
end of the month in which you separate from service. The payment
of these preajums under VSIPP will be made on the same basis as
for active employees. Therefore, for example, if you are covered
under an Alternate Choice Plan, any difference in premiums (i.e.,
¢xXCess amount over what the company pays) will be billed to you

-3-
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and must be paid by you.

You also will be given the election under Federal Law (cslled
the Consolidated Omnibus Budget Reconciliation Act of 1985 or
"COBRA"), applicable to all employees who terminate employment
after 1986, to continue your Vision Care Plan o Dental EIxpense
Plan coverage for 18 menths, or extend your Medical Expense Plan
or Alternate Choice Plan Coverage from the 7th to the 18th month,
following your termination of employment by paying 102% of the
sonthly premium amount to the COBRA administrators.

4. Estimates and Payments. You will be furnished an
estimate of your Pensioh Discount Allowance and Pension, assuming
a March 31, 1989 separation date.

The determination and payment of your actual Basic Separation
Allowance and, if applicable, Pension Discount Allowance, if you
meet the conditions for participation and eligibility for benefits
above, will be made within 30 days of your separation date.

You should be aware that VSIPP lump sum payments are subject
to the appropriate withholding of federal, state, local, and
social security (FICA) taxes and are reperted on IRS Form W-2,.
furthermore, & lump sum payment made under the VSIPP has no
effect on any pension or other benefits to which you may othecrwise
be entitled at the time of separation. (See exception under
"Reductions or Offsets” below.)

REEMPLOYMENT. In your election for VSIPP benefits, you
agree not to appiy for resmployment with bellSouth Corperation or
any affiliated or subsidiary company or entity. However, if you
separate from service under VSIPP and are reeaployed by BellSouth
Corporation or any affiliated or subsidiary company or entity as
an employee, you will be required to refund to your participating
company the entire amount of your VSIPP separation payments.

REDUCTION OR OFFSETS. 1If you file a claim or proceeding of
any kind resulting from your separation of employment, such as a
Worker's Compensation or eaployment discrimination claim, your
VSIPP separation pay will be reduced by the amount of any Award
or settlement from such claim, action or proceeding. FPurthermore,
as described in "Eligibility for Benefits" above, you atre required
to sign a telease against all such claims, actions or proceedings
as a condition to electing VSIPP payments.

BellSouth may withhold VSIPP lump sum payments during the
pendency of any such claim, action or proceeding until a final
determination is sade and then reduce your VSIPP lump sum
payments in accordance with any award or settlement. 1In addition,
it you file a clajim, action or proceeding against a participating
or affiliated company after receiving separation pay under VSIPP
and you subsequently receive an award or settlement, your

-‘-
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participating cozpany may:

- hlvi a lien on the award cr settlement, to the extent
permitted by applicable law, up to the amount of the VSIPP lunmp
sum payments; ot

- if no such lien is permissible, require you to repay to
the company within 30 days of receipt of any award or settlemen:
an amount equal to such award or settlement up to the full amoun:
of the VSIPP lump sum payments. :

SPECIAL TRANSITIONAL BENEFIT. As a special transitional
benefit, if you voluntarily separated from service of a
participating company before December 15, 1988 but on or after
November 1, 1968 under the Management Transition and Assistance
Plan ("MTAP") or if prior to December 15, 1988, your election to
voluntarily separate from service of a participating company under
MIAP has been accepted by that company but you have not separated
by December 15, 1988, you will be entitled to elect to receive a
Basic Separation Allowance and the Pension Discount Allowance
under VSIPP as described in "VSIPP Benefits" above by completing
the Election and Release form, and returning it to your VSIPP
Coerdinater on or before January 20, 1989. Your Election will be
considered with all other Elections submitted if you meet the
requirenents specified in the "Eligibility Fror Benefits” section
of VSIPP. 1If your Election is accepted, the amount of your Basic
Separation Allowance will be based on your annual base salary rate
in effect as of December 31, 1988. The benefit amocunt so
determined will be reduced by the amount of any payments you have
received, or are entitled teo receive in the future, under MTAP.

If you voluntarily separate from service of a participating
company after December 15, 1988 pursuant to the BellSouth
Management Pension Plan and do not receive benefits under MIAP,
you will be entitled to elect to receive & Bagic Separation
Allowance and the Pensicon Discount Allowance under VSIPP as
described in "VSIPP Benefits" above by completing the Election
and Release form, and returning it to your VSIPP Coordinater on
or before January 20, 1989. Your Election will be considered
with all other Elections submitted if you meet the requiresents
specified in the "Eligibility For Benefits" section of vVsIPP. 1f
your Election is accepted, the amount of your Basic Separation
Allowance will be based on your annual base salary rate in effect
as of Deceaber 31, 1988.

EXCLUSIONS AND LIMITATIONS. The sections above describe the
conditions under which you may be eligible to receive VSIPP
benefits. Under these conditions:

1. You will NOT be esligible to pacticipate in VSIPP it

- you are not a full-time regular management employee

5o
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of a participating company;

- you are on & disability benefit or a leave of
absence (other than a 30-day departnental leave) on your
separation date; ,

- for purposes of the "Special Transitional Benefit”
described above, you did not separate from service under MTAP
between November 1, 1988 and April 30, 1989;

- for purposes of the "Special Transitional Benefit"
described above, you did not separate from service under the
BellSouth Management Pension Plan (without receiving MTAP
benefits) between November 1, 1988 and April 30, 198%.

l. Even if you qualify as a participant, you will NOT be
eligible to receive VSIPP benefits it

- no VSIPP Elections are accepted for your work
organization or you do not qualify for the acceptances based on
your term of employment;

= you fail to deliver your binding Election, including
the release, to your VSIPP Administrator between December 15, 1988
and Januvary 20, 1989; .

- you fail to actually separate f{rom service as
provided in that Llection;

= you become disabled, die, or are terminated £~ cause
prior to your agresed upon separation date;

- for purposes of the Pensien Discount Allowance
described in "VSIPP Benefits” above, your term of employment is
less than 30 years of service or you are not age 50 or clder and
less than age 56 on April 30, 1989.

3. In addition, your VSIPP Benefits will be limited so
that

- 4in no event will the lump sum amcunt you receive be
more than twice your annual base salary rate in effect as of
December 31, 1988;

- your extended VSIPP medical coverage will expire six.
months following the month of your separation from setvice
(subject to retiree benefits for service pensioners and your
ability to purchase extended coverage for additional pericds unde:
COBRA by paying 102\ of the cost.)
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QTHER FACTS.

rinancing of VSIPP Costs. Separation payments under VSIPP
are pai tom the ganeral assets of the participating companies.

Type of Plan. VSIPP is classified as a welfare benefit plan

under provisions of the Employee Retirement Income Security Act of
1974 ("ERISA").

Plan Administration. BellSouth Corporation, 1155 Peachtree
Street, N.E., Atlanta, Georgia 30367-6000, telephone nuaber (404)
249-2147, is the plan adainistrator responsible for the
adpinistration of VSIPP. BellSouth Corporation shall act through
its Executive Vice President=-Corporate Buman Resources or his/her
designated representative. BellScuth has delegated to the VSIPP
Review Committee the authority and duty to review the denjial of
any claim upoen receipt of a tisely regquest £for a review as
provided under "Claim Procedure” below.

BellSouth has delegated responsibility for handling vSIpPP
administrative services for the eligible participants of each
participating company as follows:

SellSouth Corporation

BellsSouth D.C., Ine.
VSIPP Coordinator
13302 Campanile
1155 Peachtree Street, N.E.
Atlanta, Georgia 30367-6000
Telephone (404) 249-2121

BellScuth rinancial Secrvices Corperation
BellSouth Enterprises, Inc.
BellScuth Government Systeams, Inc.
BellScuth Inforsation Systems, Inc.
BellSouth International, Inc.
BellSouth Mobility Inc
BellScouth Systemss Technology., Inc.
sunlink Corporation

VBIPP Coordinator

7302 Campanile

1155 Peachtree Street, N.IL.

Atlanta, Georgia 30367-6000

Telephone (404) 249-4173
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BellSouth Advanced Systems, Inc.
Southern Bell Advanced Systems, Inc,
Scuth Central Bell Advanced Systems, Inc.
VSIP? Coerdinator
3000 Riverchase Galleria, Suite 1400
Birmingham, Alabama 35244
Telephone (205) 985-6558

BellSouth Advertising ¢ Publishing Corporatien
VSIPP Coordinator
59 Executive Park South, N.E.
Atlanta, Georgia 30329
Telephone (404) 982-7029

South Central 3ell Telephone Company
VSIPP Coordinater
600 North 19th Street, 9th Floor
Birmingham, Alabama 35201
Telephone {205) 321-259%

BellSouth Services Incorporated
VSIPrP Ceoordinatoer
South E7HL
3535 Collonade Parkway
Birmingham, Alabama 35243
Telephone (205) 977-3054

Southern Bell Telephone and Telegraph Company
VSIPP Coordinator .
42v88 Southern Bell Center, 675 West Peachtree St., N.E.
Atlanta, Georgia 30375
Telephone (404) $529-8129

Claim Procedure. VSIPP participants, or any person duly
suthorized by a participant, may file a claim in writing for
benefits under VSIPP or any other matter related to VSIPP if they
believe they have been treated unfairly with respect to VSIPP.
The written claim must be sent to the person listed for the
respective participating company under "Plan Administration®
above within 60 days of the date of the alleged unfair treatment,
or occurrence of other facts giving rise to the claia.

If the clainm is denied, the claimant will receive written
notice of the Plan Admninistrater’s decision, including the
specific reason(s) for the decision, within 90 days of the date
the claim was received. 1In some cases, more than %0 days may be
needed to make a decision. 1In such cases the claimant will be
notified in writing, within the initial 90-day periecd, of the
teason more time is needed. An additional 90 days say be taken to
make the decision if the claimant is sent such a notice. The

extension notice will shov the date by which the decision will be
sent.
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Appeals Procedure. 'Tht Appeals Procedure which follows give
the tuEes for appealing a denied clainm.
A claimant may use this procedure if:

- no reply at all is received by the claimant within 90 days
after filing the claim; or

- in cases where a notice has extended the time for an
additicnal 90 days and no reply is received within 180 days after
filing the claim; or

- written denial of the claim for benefits or other matters
is received within the proper time limit and the claimant wishes
to appeal the written denial.

If a claim for benefits or review of any other matter related
to VSIPP is denied, the participant, or other duly authorized
person, may appeal this denial in writing within 60 days after it
is received. Written request for review of any denied claim
should be sent directly to the Assistant Vice President-Human
Rescurces Planning and Developaent, 1916 Campanile, 1155 Peachtree
Street, N.E., Atlanta, Georgia 30367-6000, who will then refer it
to the VSIPP Review Committee. Unless the VSIPP Review Committee
sends notice in writing that the claim is a special case needing
more time, the Committese must conduct 8 review and decide on the
appeal of the denied claim within 60 days after receipt of the
written request for review. 1In special cases, needing more time
to make a cecision, the VSIPP Reviev Committees will send notice in
writing that there will be a delay and give the reasons for the
delay. In such cases, the VSIPP Review Committee may have 60 days
more, or a total of 120 days, to make its decision.

If the claimant, or another individual designated by the
claimant to represent him/her, sends a written request for .ceview
of a denied claiam, such perscn has the right to send to the VSIPP
Revievw Comamittee & written statement of the issues and any other

documents in support of the claim for benefits or other matter
under review.

The VSIPP Review Committee’s decision shall be given the
claimant in writing within 60 days or, if extended, 120 days and
shall include the specific reason(s) for the decision. 1If the
VSIPP Review Committee does not give its decision on review
within the appropriate time span, the claimant may consider the
claim denied. Any decision by the VSIPP Review Committee shall
be f£inal and conclusive with respect to all questions arising in
administering VSIPP and shall not be subject to further review.

Legal Service. Process can be served on the Plan
Adainistrator by directing such service to him at the fellowing
: .
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address:

William B. Barfield

Suite 1800 Campanile
BellScuth Corporation

1155 Peachtree Stzeet, N.E.
Atlanta, Georgia 30367-6000

Plan Records. The VSIPP and all its cecords are kept on a
calendar yedr basis, beginning January 1! and ending December 31 of
each year.

Plan Jdentification Numbers. VSIPP is identified by the
foliowing numbers uncder Internal Revenue Service (IRS) rules:

58-1533433 Imployer Identification Number assigned by
the IRS

PNE5S Plan Number asgigned by BellSouth

Plan Continuance. BellScuth, through the Executive Vice
President-Corpocate Human Resources, may from time to time make
changes in VSIPP and may terminate VSIPP at any time. VSIPP in
any event will automatically terminate November 1, 1985 except to
the extent that its administration procedures need to remain in
effect to process claims and payments for participants who
separated from service prior to that date. Any changes or
termination shall not affect any rights under VSIPP to which you
Bay have previously become entitled. VSIPP shall comply with
applicable federal iaws and applicable state and local laws to the
extent not preempted by ERISA, and will be amended, if necessary,
in otder to satisfy any such requirements.

Plan Docusents. This document is intanded to serve as both
the full text of the VSIPP as well as a Summary Plan Description
of such plan. Participants in this plan are entitled to examine,
without charge, all plan documents, including any documents and
reports that are maintained by the plan ands/or filed with a
Federal Government Agency. These documents are available for
teview at sach VSIPP Administrator’s office. If a participant is
unable to examine the documents at such a location, he/she should
write the VSIPP Administrator, specifying the decuments to be
examined and at which work location the participant wishes to
examine them. Copies of such documents will be msde available for
exasination at that work location within 10 days of the date the
tequest was Rade.

At any time, participants may request copies of any plan
documents by writing to the VSIPP Adainistrator at 13€02
Campanile, 1155 Peachtree Street, N.E., Atlanta, Georgia 30367-
6000. Participants will be charged a reasonable fee for copies of
the documents reguested.

v =10-
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RIGHTS OF A PLAN PARTICIPANT. As @ participant in the
Bellscuth Corporation Voluntary Separation Income Pay Plan, you
are entitled to certain rights and protection under the Eaployee
Retirement Income Security Act of 1974 (ERISA). ERISA provides
that ai. plan participants shall be entitled to:

- examine, without charge, all plan documents and copies of
all documents filed by the plan with the U.S. Department of Labor,
if any; and

- obtain copies of all plan documents and other plan
information upon written request to the Plan Administrator as
described above.

In addition to creating rights for plan participants, ERISA
imposes duties upon the people who are responsible for the
opecation of eamployee benefit plans. The pecple who operate your
plan, called "fiduciaries” of the plan, have a duty to do so
prudently and in the interest of you and other plan participants.
No one, including your eamployer, or any other person, may _
terminate your employment of otherwise discriminate against you in
any way to prevent you from obtaining a benefit or exercising your
rights under ERISA.

I your claim for benefits is denied, in whole or in part,
you have certain rights of review as described in this document
under "Plan Administration” and "Claim Procedure",

Under ERISA, there are steps you can take to enforce the
above rights. For instance, if you request materials from your
Plan Administrator and do not receive them within 30 days, you may
file suit in a federal court. 1In such case, the court may require
the Plan Administrator to provide the saterials and pay up to $100
a day until you receive the materials, unless the materials were
not sent because of reasons beyond the control of the Plan
Administrator. 1If you have a claim for benefits which is denied
or ignored, in wvhole ot in part, you may €file suit in a state ot
federal court. If you are discriminated against for asserting
your rights, you ll{ seek assistance from the U.S. Department of
Labor or you may file suit in a federal court. The court will
decide who will pay court costs and legal fees. 1If you are
successful, the court may order the person you have sued to pay
these costs and fees. If you lose, the court may order you to pay
these costs and fees if, for example, it finds your claim is
frivolous.

It you have any questions about the plan, you should contact
the Plan Administrator. 1If you have any questions about this
statement of your rights, or about your rights under ERISA, you
should contact your nearest Area Office of the U.S. Labor
Hanageaent Services Administration, Departaent of Labor.

- -11-
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BELLSOUTH CORPORATION
VOLUNTARY ENBANCED EARLY RETIREMENT PROGRAM

Summary Plan Description

The Voluntary Enhanced Eacly Retirement Program (referred to
herein as the "Plan” or "V.E.E.R.") is designed for certain
management employees of participating companies who are service
pension eligible under the BellSouth Management Pension Plan as of
December 31, 1990 and who elect to voluntarily separate from
employment under the conditions described below.

Eligible emplioyees who separate from employment under the Plan (i)
may receive a lump sum payment (or payments), (ii) will receive
treatment undecr the BellSouth Medical Assistance Plan which undec:
the current tectms of that plan results in a wajver of certain
contribution requirements applicable to retirement medical '
benefits and (iii) employees retiring in 1991 will receive a cash
payaent in lieu of unused vacation days. In addition, in
connection with this offering, the BellSouth Management Pensicn
Plan (the "Pension Plan”) and the BellSouth Supplementsl Cxecutive
Retirement Plan (“SERP") are being amended to provide cettain
pension enhancements.

Although you must separate from employment under conditions set
forth in the Plan to receive the cash payments and special
treataent regarding retirement medical benefits described above,
the pension enhancements apply in determining your scerued
benefits under the Pension Plan and SERP, if applicable, whether
Or not you separate from employment under the Plan.

The Pension Plan is being amended (the "V.E.E.R. Pension Plan
Amsndments”) to previde esch active employee with five or more
years of service under the Pension Plan five sdditiocnal years of
age and service (ters of employment) credit for determining the
amount of accrued pension benefits as of December 31, 1990. All
employees sligible to participate in V.E.E.R. will teceive this
extra age and service credit. This age and service adjustment
will remain in effect until each employee’s actual age and service
would provide a larger Pension Plan benefit. This amendment
applies only to the pensicn benefit calculation under the basic
formula including discounts under the Pension Plan -- it does not
apply, for example, under the alternate benefit formula under the
Pension Plan or in determining service pension eligibility.

in addition, the Pension Plan {s being amended to provide that for
esach employee with a term of eaployment of thitrty or more years as
of December 31, 1990 (disregarding the additional five years
Gescribed above), all age dircounts applicable to pensien
talculations will be waived in determining the employees’s accrued
pension benefits as of December 31, 1990,
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SERP is alsc being amended (the "V.E.E.R. SERP Amendments”) to
give an additional five years of age and service credit and to
waive all age discounts for employees with thirty or more years of
service comparable to those provisions of the V.E.E.R. Pension

Plan Amendments.

The Plan is effective December 1, 1990 and applies to those
eligible employees who make an election during the petiod from
December 1 to December 31, 1990 te voluntarily separate from
employsent and who veluntarily separate from employment pursuant
to the Plan on a date determined by the participating company
after consultation with the employee no later than April 30, 1991.
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BELLSOUTH CORPORATION
VOLUNTARY ENHANCED EARLY RETIRENMENT PROGRAN

PARTICIPATING COMPANIES. The Plan is only available to
employees cof the following participating companies:

BellScouth Corporation

BellScuth Human Resources Administration, Inc.
BellSouth D.C., Inc.

BellSouth Services Incorporated

South Central Bell Telephone Company

Southern Bell Telephone and Telegraph Company
BellScuth Enterprises, Inc.

BellScuth Communications, Inc.

BellSouth Financial Services Corporation
BellScuth Information Systeas, Inc.

Se¢llScuth International, Inc.

BellSouth Rescurces, Inc.

Sunlink Corporation '
BellSouth Advertising & Publishing Corporation
BellSouth Mobility Inec

PARTICIPATION. You are considered a participant and eligible
to receive benefits under the Plan, subject to your satisfaction
of all applicable mandatory conditions to benefit entitlement
described in “"Eligibility for Benefits” below, if you meet both of
the following criteria:

1. Eaployment Status. You must be @ regular full-time
management o-pfoyoc of a participating company actively at wark of
on a departaental leave not exceeding 30 days. Officers at the
Tier I level ate excluded. 1If you are on a leave of absence
{other than a 30-day departmental leave) and have mandatory return
rights to return from leave pursuant to those return rights prier
to May 1. 1991 or are receiving benefits under the Sickness and
Accident Disability Plan, you may make an election to separate
from service under the Plan but you will not be considered a
participant and eligible for the Plan benefits, and your slection
will be disregarded, unless you return to active service as a
regulat full-time management employee of a participating company .
prior to your planned separation from service date or April 30,
1991, whichever occurs fircst.

2. Service Pension Eligibility. You must be eligible to
tetite with a "service pension” under the terms of the Pension
Plan on December 31, 1990. NOTE: Your actual age and term of
eaployment as of December 31, 1990 will be used for putposes of
determining service pension eligibility.

-
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Under current Pension Plan rules, you are sligible for a service
pension if you meet one of the following:

Age Term of Employment
any age 30 years
50 25 years
55 20 years
65 10 years

All individuals who satisfy the foregeoing criteria and the
conditions set forth in "Eligibility for BDensfitzs"™ below are
eligible to participate in the Plan, regardless of their job title
or classification, department, or age. All individuals who do not
satisfy the foregoing criteria and conditions are not eligible to
participate in the Plan, regardless of their job title or
classification, department, or age.

ELIGIBILITY FOR BENEFITS. Assuming that you qualify as e
participant, you will De eligible to creceive Plan benefits only .
under the feollowing conditions:

1. Zlection. You must make an election (the "Election®) to
voluntarily sepscate from service under the Plan on the form
provided for this purpose, including the release included as part
of that form, during the period from Deceaber 1 through December
31, 1990. Your Election form must be hand-delivered, or
post-marked if mailed, on or before December 31, 1990 to the Plan
Coordinator for your participating company. The Plan Coordinators
and their addresses are listed in the Plan Administration section
of this booklet. This Election will require you to separate from
service on or before April 30, 1991 (or Octaeber 31, 1991, under
circumstances described in 3 below), on a date determined by your
participating company after consultation with you,

2. Acceptance. Your Election to sesparate from service under
the Plan will not be effective unless it is accepted by your
participating company based upon its business needs related to
force planning.

3. Separation from Service. You must actually sepatate from
service on ot ore Apt » 1991 on a date deterained by your
participating company after consultation with you. Your .
patticipating company may, however, require your employment beyond
April 30, 1991, because of your participation in an activity
wvhich, in the opinion of the participating company, necessitates
your esploysment beyond April 30, 1991. 1In the event your
participating company deteraines that your employment is required .
beyond April 30, 1991, the separation date will be set by the
participating company but will be no later than October 31, 1991.
Approval of your Company President or his/her dEliggato is

-_g;;;ssary for extension of thre separation date beyond April 30,

-2- 11,90
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1€, after making an election to separate under the Plan but prior
to your actual planned separation date, your employment terminates
by reason of death, disability (unless you return to active
service as a regular full-time management employee prior to your
‘planned separation date or April 30, 1991, whichever cccurs
first), or termination by your participating company for cause,
your election to separate under the Plan is automatically canceled
and you will not be eligible to receive Plan benefits.

PLAN BENEFITS. I!f you meet the conditions for participation
and eligibility for benefits above, you will be entitled to
receive the following benefits under the Plan:

1. Basic Separation Allowance. You will receive a lusp sum
payment egual to give percent (5V) of your annual base salary rate
in effect as of December 31, 1990, multiplied by the number of
full years of service you have completed by December 31, 1990, not

to exceed twenty (20) years of service, reduced by:

(i} the discounted present value of the increase in your '
benefits under the Pension Plan attributable to the V.E.E.R.
Pension Plan Amendments (calculated by BellSouth Corporation
using the Pension Plan’s actuarial assumptions); and

(ii) the amocunt of the payment tc you, if any, described
in 2 below regarding the Alternate Pension Formula Allowance;
and

(1ii) the discounted present value of the increase in your
benefits, if any, under the SERP attributable to the V.E.E.R.
SERP Amendments (calculated by BellSouth Corporation using
the Pension Plan’s actuarial assumptions).

For certain sales employees the Basic Separation Allowance will
be calculated on the basis of your annual base salary rate as of
December 31, 1990 plus your standard sales incentive amount,

2. Alternate Pension rormula Allowance. If your pension
benefit under the Pension Flan calculated under the alternate
pension benafit formula (described on pages 14 and 15 of the
summary plan description for the Pension Plan dated June 1990)
would exceed your actual pension benefit if the additional years
of age and service credit under the V.E.L.R. Pension Plan
Amendaents were spplicable to that forsula (taking into account
all rules applicable to that formula under the Pension Plan}, you
will receive an additional lump sum payment equal to the
discounted present value (calculated by BellSouth Cocrporation
using the Pension Plan’s actuarial assumaptions) of such excess.

3. Vacation Allowance. If you separate from employment
under the an atter December 31, 1990, you will receive a lump
+ @uR payment in lieu of unused 1991 vacatien days as of the date
©of your separation from eaployment.
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4. Waiver of Contributions for Group Medical Coverage. [Por
purpeses © Assistance Plan, or any :
successor, You will be treated as if you have completed thirty or
RoTre years of employment, regardless of your actual term of
employment, in order that you will not be required to contribute
toward the cost of retirement medical benefits under cost-sharing
arrangements generally applicable to retirees with fewer than
thirty (30) years of service.

§. Estimates and Payments. You will be furnished estimates
of your Denefits under the Pension Plan and the SERP, if
applicable, assuming & December 31, 1990 separation date and a
January 1, 1991, pension effective date, which take into account
the pension enhancements under the V.E.E.R, Pension Plan

Amendrpents and the V.E.E.R. SERP Amendments.

1f you meet the conditions for participation and eligibility for
bensfits above, the determination and payment of your actual
Basic Separation Allowance, if any, and, Alternate Pension
Formula Allowgnce, if applicable, will be made within 30 days ot
your ssparaticn dats.

You should be awvare that all Plan lump sum payments arce
considered ordinary incose and subject to the appropriate
withholding of federal, state, local, and social security (FICA)
taxes and are reported on IRS Form W-2. Purthermore, & lusp sum
payment made under the Plan hags no effect on any pension or other
benefits to which you may otherwise be entitled at the time of
separation. (See exception under "Reductions or Offsets” below.)

REEMPLOYMENT. 1If you sepacate from service under the Plan
and are resmployed by BellScuth Corporation or any affiliated or
subsidiary company or entity as s regular e=mployee, you will be
required to refund to your pacticipating coapany the entire
amount of your Plan luap sum payments.

REDUCTION OR OFPFSETS. As described in "Eligibility for
BeneZits™ above, as a condition to electing Plan payments, you
are required to sign a telease waiving your right to pursue any
claim, action or proceeding relating to your employment with or
termination by BellSouth or your participating company.

Furthermore, if you file a claim or proceeding of any kind
resulting from your separation of employment, such as 8 Workers’
Compensation or employment discrimination claim, your Plan
separation pay will be reduced by the amount of any award or
settleasnt from such claim, action or proceeding.

iIn addition, Bellsouth may withhold part or all of the Plan
lump sua payments during the pendency of any such claim, action
ot procesding until a final determination is sade and then reduce
z:::lrlan lump sus payments in accordance with any award or

-
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Finally., if you file a claim, action or proceeding against.a
participating or affiliated company after receiving separation
pay under the Plan and you subsequently receive an award or
settlement, your participating company may:

- have a lien on the award ot settlement, to the extent
permitted by applicable law, up to the amount ¢f the Plan lump
sum payments; or

- {f no such lien is permissible, require you to repay to
the company within 30 days of receipt of any award or settlement
sn amcunt egual to such award or settlement up to the full amount
of the Plan lump sum payments.

OTHER FACTS.

rinancing of Plan Costs. All lump sum payments under the
Plan are pai rom the general assets of the participating

companies.

Type of Plan. The Plan is classified as a welfare benefit '
plan under provisions of the Employes Retirement Income Security
Act of 1974, as amended ("ERISA™).

Plan Administration. BellSouth Corporation, Room 13C02, 1188
Peschtree Street, N.L., Atlanta, Georgia 30367-6000, is the plan
administrator responsible for the administration of the Plan.
BellSouth Corporation shall act through its Senior Vice
President-Corporate Human Resources or his/her designated
representative. BellSocuth has delegated to the V.E.E.R. Review
Committee, the meabership of which shall be designated by the
BellSouth Senior Vice President-Corporate Euman Rescurces, the
authority and duty to review the denial of any claim upon receipt
of a timely request for a review as provided under *Claia
Procedure” below.

Bellsouth has delegated responsibility for handling Plan
adainistrative services for the eligible parcticipants of each
participating company as follows:

BellsSouth Corporation
SellScuth Buman Resocurces Administration, Inc.
BellSouth D.C., Ine.
V.E.E.R. Coordinator
13302 Campanile
1155 Peachtree Street, N.E.
Atlanta, Geoctgia 30367-6000
Telephone (404) 249-2121
Sellsouth Services Incorporated
V.E.E.R. Coordinator
south E712
353% Colonnade Parkwvay
Birminghan, Aiabama 38243
Telephone (205) 977-2214
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South Central Bell Telephons Company
V.E.E.R. Coordinator
600 North 19th Street, 9th Floor
Birmingham, Alabama 35201
Telephone (205) 321-8546

Southern Bell Telephone and Telegraph Company
V.E.E.R. Coordinator
42v88 Southern Bell Center
675 West Peachttes St., N.E,
Atlanta, Georgia 3037S
Telephone (404) 529-8129

BellSouth Enterprises, Inc.
BellSouth Communications, Inc.
BellSouth Financial Services Corporation
BellScuth Information Systeas, Inc.
BellSouth International, Inec.
BellSouth Resocurces, Inc.
Sunlink Corporation
BellSouth Advertising & Publishing Cerporation
BellSouth Mobility Inc
V.E.E.R. Coordinator
Suite 801
1201 Peachtres Street, N.E.
Atlanta, Georgia 30367-6000
Telephone (404) 249-4173

Clais Procedure. Plan participants, or any persen duly
authorized Dy a participant, may file a claim in writing for
benefits under the Plan or any other matter related to the Plan
if they believe they have been treated unfairly with respect to
the Plan. The written claim must be sent to the person listed
for the respective participating company under Plan
Adaministration above within 60 days of the date of the alleged

ugt:ir treataent, or occurrence of other facts giving rise to the
claim.

I1£ the claim is denied, the claimant will receive written
notice of the V.E.E.R. Coordinator’s decision, including the
specific reason(s) for the decision, within 90 days of the date
the claia wvas received. 1In some cases, more than 90 days may bes
needed to make a decision. 1In such cases the claimant will be
notified in writing, within the initial 90-day period, of the
teason more time is needed. An additional 90 days msy be taken
to make the decision if the claimant is sent such # notice. The

sxtension notice will show the date by which the decision will be
sent.
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Appeals Procedure. The Appeals Procedute which follows gives
the tuges for appealing a denied claim.
A claimant may use this procedure if:

~ no reply at all is received by the claimant within 90 days
after filing the claim; or

- in cases where a notice has extended the time for an
additional 90 days and no reply is received within 180 days after
£iling the claim; or

- written denial of the claim for benefits or other matters
is received within the proper time limit and the claimant wishes
to appeal the written denial.

If a claim for benefits or review of any other aatter related
to the Plan is denied, the participant, or other duly authorized
person, say appeal this denial in writing within 60 days after it
is received. Written request for review of any denied claim
should be sent directly to the Assistant Vice President-Human
Resources Planning and Development, 1916 Campanile, 1155
Peachtree Street, N.E., Atlanta, Georgia 30367-6000, who will
then refer it to the V.E.E.R. Review Committee. Unless the
V.E.Z.R. Review Committes sends notice in writing that the c¢laim
is a special case needing more time, the Comaittee must conduct a
reviev and decide on the appeal of the denied claim within 60
days after receipt of the written regquest for review. 1In special
cases, needing more time to make a decision, the V.E.E.R. Review
Committee will send notice in writing that there will be a delay
and give the reason(s) for the delay. In such cases, the V.E.E.R.
Reviev Committee may have 60 days more, or @ total of 120 days,
to make its decisien.

If the claimant, or another individual designated by the
claimant to represent him/her, sends a written request for review
of a denied claim, such person has the right to send to the
V.E.E.R. Review Committee a written statement of the issues and
any other documents in support of the claia for benefits or other
matter under review.

The V.E.E.R. Reviev Committee’s decision shall be given to
the claimant in writing within 60 days or, if extended, 120 days
and shall include the specific reason(s) for the decision. 1If
the V.E.Z.R. Review Committee does not give its decision on
teview within the appropriate time span, the claimant may
consider the claim denied.

The V.E.E.R. Review Committes shall have the exclusive right
and authority to determine benefits under the Plan and its
determinations shall be final and conclusive with respect to all

questions arising in administering the Plan and shall not be
subject to further review. :
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Leqgal Service. Process can be served on the Plan
Adminigstrator by directing such service to him at the following
address:

William B. Barfield

Suite 1300 Campanile
BellSouth Corporation

1155 Peachtree Street, N.E.
Atlanta, Georgia 30367-6000

Plan Records. The Plan and all its records are kept on a
fiscal year basis, beginning December 1 and ending November 30 of
each year.

Plan ldentification Numbers. The Plan is identified by the
following numbers undetr Internal Revenue Service (IRS) rules:

$8-1533433 Eaployer ldentification Number assigned by
the IRS ‘

545 Plan Number assigned by BellSouth

Pian Continuance. BellSouth, through the Senier Vice
President-Corporate Human Resources, may f£rom time to time make
changes in the Plan and may terainate the Plan at any time. The
Plan in any event will automstically terminate April 30, 1991 (er
no later than October 31, 1991 if the employment of
pactticipant(s) in the Plan is extended beyond April 30, 1991,
under the terms of the Plan) except to the sxtent that its
adainistrative procedures need to remajin in effect to process
claims and payments for participants who separated from secvice
prior to that date. Any changes or terRination shall not atfect
any rights under the Plan to wvhich you may have previously become
entitled. The Plan shall comply with applicable federal laws and
applicable state and local laws to the extent not pre~sspted by
ERISA, and will be amended, if necessary, in order to satisfy any
such requicements.

Plan Documents. This document is intended to serve as both
the Tull text of the Plan as well as a Summary Plan Description
of such plan. Participants in this plan are entitled to exaamine,
without charge, all plan documents, including any documents and
teports that ate maintained by the plan and/or filed with a
Federal Government Agency. These documents are available for
review at each Plan Coordinator’s office. 1If a participant is
unable to examine the documents at such a location, he/she should
write the Plan Administrator, specifying the documents to be
exanined and at which work location the participant wishes to
exanine them. Copies of such decuments will be made available
for examination at that work location within 10 days of the date
the request was made.
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At any time, participants may teguest copies of any Plan
documents by writing to the Plan Adaministrator at (13C02])
Campanile, 1155 Peachtree Street, N.E., Atlanta, Georgia 30367~
6000, Participants will be charged a reascnable fee for copies
of the documents requested.

RIGHTS OF A PLAN PARTICIPANT. As a participant in the
BellSouth Corporation Voluntary Enhanced Eatfly Retirement
Program, you are entitled to certain rights and protection undet
the Employee Retirement Income Security Act of 1974 (ERISA),
ERISA provides that all plan participants shall be entitled to:

- examine, without charge, all plan documents and copies of
all documents filed by the plan with the U.S5. Department of
Labor, if any; and

- obtain copies of all plan documents and other plan
intormation upon written request to the Plan Administrator as
described above.

In addition to creating rights for plan participants, ERISA
imposes duties upon the people who are responsible for the
operation of employee benefit plans. The psople who operate your
plan, called "fiduciaries” of the plan, have a duty to do so
prudently and in the interest of you and other plan participants.
Ne one, including your employer, or any other petson, may
terminate your employment or otherwise discriminate against you
in any way to prevent you from obtaining a benefit or exercising
your rights under ERISA.

If your claim for benefits is denied, in whole er in pare,
you have certain rights of review as described in this document
under "Plan Adainistration” and "Claim Procedure”.

Under ERISA, there are steps you can take to enforce the
above rights. Por instance, if you request materials from your
Plan Administrator and do not receive them within 30 days, you
may file suit in a federal court. In such case, the court may
require the Plan Administrator to provide the materials and pay
up te $100 a day until you receive the materials, unless the
materials were not sent because of reasons beyond the control of
the Plan Administrator. If you have a claiam for bensfits which
is denied or ignored, in whole or in part, you msay file suit in a
state or federal court. If you are discriminated against for
asserting your rights, you may seek assistance froa the U.8.
Depacrtment of Labor or you may f£ile suit in a federal court. The
court will decide vho will pay ceourt costs and legal fees. 1If
you are successful, the court may order the person you have sued
to pay these costs and fees. 1If you lose, the court may order
you to pay these costs and fees if, for example, it finds your
claia is frivolous.
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1f you have any questions about the Plan, you ghould contact
he V.E.E.R. Coordinator. If you have any Questions about this
statement of your rights, or about your rights under ERISA, you
should contact your nearest Area Office of the U.S. Labor
Management Services Adainistration, Department of Labor.
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BELLSOUTE CORPORATION
VOLUNTARY ENEANCED EARLY RETIREMENT PROGRAM 1991

Summary Plan Description

The Voluntary Enhanced Early Retirement Program 1991 (referred to
herein as the "Plan® or "VEER ‘91") is designed to provide
special retirement benefits for management employees of
participating companies who elect to voluntarily separate from
employment under the conditions described below.

The BellSouth Management Pension Plan (the “"Pensicn Plan") is
being amended to provide that eaployees whose combined age and
service equals or exceeds sixty-five as of June 1, 1991 (the Rule
of 65), and who elect to participate in VEER '91, will be
eligible for a service pension under the Pension Plan.

The employees eligible to participate in VEER ‘91 are all active,
full-time management eaployees of participating companies (cther
than officers at the Tier I level) who, as of June 1, 1991, are

eligible to retire under the Pension Plan with a serzvice pension
(including those service pension eligible under the Rule of 65).

Eligible employees who separate from employment under the Plan
(1) will retire with s service pension under the Pension Plan,
(1i) may elect to receive their Pension Plan benefits in the fora
of a lump sum payment, (iii) will receive treataent under the
BellSouth Medical Assistance Plan as if they have thirty years of
service, which under the current terms of that plan results in a
waiver of certain contribution requirements applicable to
retirement medical benefits and (iv) will receive a cash paysent
in lieu of unused vacation days. 1In addition, certain employees
28y be entitled to a cash payment (outside the Pension Plan) of
the type offered under the BellSocuth Corporation Voluntary
Enhanced Early Retictement Program, effective December 1, 1990
{“VEER").

Pension benefits will reflect the additional five years of age
and service included in the pension enhancements made in
connection with VEER.

The Plan is effective June 1, 1991 and applies toc those eligible
employees wvho make an election during the period from June 1 to
July 31, 1991 to voluntarily separate from employment and who
voluntarily separate from employment pursuant to the Plan on a
date deterained by the participating company after consultation
with the employee no later than October 31, 1991.
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BELLSOUTE CORPORATION
VOLUNTARY ENHANCED EARLY RETIREMENT PROGRAM 1991

PARTICIPATING COMPANIES. The Plan is only available to
employess of the following participating companies:

BellSouth Corporation

BellSouth Human Resources Adainistration, Ine.
BellSouth D.C., Ine.

BellSocuth Services Incorporated

South Central Bell Telephone Company

Southern Bell Telephone and Telegraph Company
BellSouth Enterprises, Inec.

BellSouth Communications, Inc.

BellScuth Pinancial Services Corporation
BellSouth Information Systems, Inc.

BellSouth International, lnec.

BellSouth Resources, Inc.

Sunlink Corporation

BellSouth Advertising & Publishing Corporation
BellSouth Mobility Ine

PARTICIPATION. You are considered a participant and
eligible to receive benefits under the Plan, subject to your
satisfaction of all applicable mandatory conditions te benefit
entitlement described in "EZligibility for Benefits” below, if you
meet both of the following criteria:

1. Eaployment Status. You aust be a regular full-time
Asnagement emplioyees Of a participating company actively at work
or on a departaental leave not exceeding 30 days. Officers at
the Tier I level are excluded. If you are on a leave of absence
(other than a 30-day departmental leave) and have mandatory
return rights to return from leave pursuant to those return
rights prior to November 1, 1991 or are receiving benefits under
the Sickness and Accident Disability Plan, you may make an
election to separate from service under the Plan but you will not
be considered a participant and eligible for the Plan benefits,
and your election will be disregarded, unless you teturn to
active service as a regular full-time management employee of a
participating company prior to your actual separation from
service date or November 1, 1991, whichever occurs first.

2. Service Pension Eligibility. You must be eligible to
retire with a "service pension® under the terms of t-e Pension
Plan on June 1, 1991, under either normal Pension Plan rules or
the Rule of 65 described below.
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(a) Normal Pension Rules. Under normal Pension Plan
Tules, you are eligible for a service pension if you meef one of
the following:

Age Term of Eaployment /Net Credited Service
any age 30 years
S0 25 years
5§ 20 years
65 10 years

{b) Rule of 6§5. The Pension Plan is being amended in
connection with VEER ’'91 to provide that you may be eligible for
a service pension if the sum of your actual age and actual term
of employment ot net credited service as of June 1, 1991 equals
or exceeds sixty-five (65). In ctder to be service pension
eligible under the Rule of 65, you must elect to participate and
in fact terminate employment under VEER '91. This is not a
pecmanent Pension Plan feature and eligibility to elect to retire
with a service pension under the Rule of 65 will expire on July '
31, 1951 at the close of the election window. 1In addition, only
whole yeacrs of age (i.e., your actual attained age as of your
most recent birthday) and actual full years of your tecrm of
espleyment or net credited service as of June 1, 1991 are counted
in determining eligibility under the Rule of 65,

All individuals who satisfy the preceding criteria and the
conditions set forth in "Eligibility for Benefits” belowv arte
eligible to participate in the Plan, regardless of their job
title or classification, departaent, or age. All individuals who
do not satisfy the preceding criteria and conditions are not
eligible to participate in the Plan, regardless of their job
title or classification, department, or age. More detailed
information concerning the ages and titles of individuals who ace
eligible and who are not eligible to participate in VEER '91 is
available, on request, through your Company VEER ’'91 Coordinator.

ELIGIBILITY FOR BENEFITS. Assuming that you qualify as a
participant, you will Pe eligible to receive Plan benefits only
undet the following conditions:

1. Election. Yoy must sake an election (the “Election™)
to voluntatily separate from service under the Plan on the form
provided for this purpose, including the relesase included as part .
of that form, during the period froam June 1 through July 31,
1991. Your Election form must be hand-delivered, or post-marked
if mailed, on or before July 31, 1991 to the Plan Coordinator for
your participating ceapany. The Plan Coordinators and their
addresses are listed in the Plan Administration section eof this
booklet. This Election will require you to separate from service
on or before October 31, 1991 (or December 31, 1991, under
circumstances described in 2 below), on & date deterained by
your participating company after consultation with you.
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2. Separation from Service. You must actually separate
from service on or before October 31, 1991 on a date determined
by your participating company, based upon its business needs
relating to force planning, after consultation with you. Your
participating company may, however, require your employment
beyond October 31, 1991, because of your participation in an
activity which, in the opinion of the participating company,
necessitates your employment beyond October 31, 1991. 1In the
event your participating company detecrmines that your employment
is required beyond October 31, 1991, the separation date will be
set by the participating company but will be no later than
December 31, 1991. Approval of your Company President ot
his/her designate is necessary for extension of the separation
date beyond October 31, 1991.

1f, after making an election to separate under the Plan but
prior to your actual separation date, your employment terminates
by teascn of death, disability (unless you return to active
service as & regular full-time managsment employes prior to your
actual separation date cor November 1, 1991, whichever occurs
first), or termination by your participating company for cause,
your election to separate under the Plan is sutomatically
canceled and you will not be eligible to receive Plan benefits.

PLAN BENEFITS. 1If you meet the conditions for participation
and eligibility for benefits above, you will be entitled to
receive the following benefits under the Plan:

1. Pension Benefits. You will be entitled to the
following pension benefits (which will reflect the additional
five years of age and service included in the pension
enhancements msade in connection with VEER):

{a) Service Pension. You will receive pensien benefits
under the Fension Plan (and the 3ellSouth Corporation
Supplenentsl Executive Retirement Plan (SERP), if you also
participate in that plan) under the service pension rules of
those plans.

(b) Lump Sum Option. You may elect to receive your pension
benefit under the Pension Plan in the form of a single lusp sua
distribution. The lump sum distribution asmount will equal the

discounted present value (as of December 31, 1990) of your
anticipated lifetime monthly pension benefit.

Payaent of your pension benefits under the Pension Plan as 2
lump sua will satisfy all obligations of the Pension Plan with
respect to those benefits and you will not be entitled to any
future pension benefits, such as post-retirement increases in
benefits, if any, which may be granted to retiress.
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The Pension Plan is being amended to offer temporarily this
lump sum payment option. It ig not a permanent Pension Plan
feature and the opportunity to elect the lump sum option will be
available only as provided in the Plan.

In the case of employees entitled to benefits under SERP,
the lump sum option applies only to Pension Plan benefits payable
from the Pension Plan trust. Accordingly, for theose employees,
the lump sum option does not include either SERP benefits or
"excess benefits” (these in excess of the meximum permissible
amcunt that may be paid from the Pension Plan trust under the tax
laws) which are paid directly by participating companies. 1In the
case of employees not eligible for SERP benefits, such "excess
benefits” are included in the luamp suam option.

2. Vacation Allowance. You will receive a cash payment in

lieu of unused 1991 vacaticn days as of the date of your
separation from employment.
3. Contributions for Post-Retirement Group Medical

Coverage. ©or purposes © South Medical Assistance Plan,
or any successcor, you will be treated as if you have completed
thirty (30) or more years of employment, regardless of your
actual term of employment, in order that you will not be
required, under current rules, to contribute toward the cost of
retirement medical benefits under cost-sharing arrangements
generally applicable to retirees with fewer than thirty (30)
years of service.

4. Cash Payments (Qutside the Pension Plan). 1If, as of
December 31, you either pleted thirty (30) or more
actual "years of service" (as that term is used in the Pension
Plan) or had attained at least the actual age of fifty-one (51),
you may receive a cash payment (in addition to any amounts
payable from the Pension Plan) as described below.

(a) Basic Separatien Allowance. You will receive a cash
payment equal to ve percsnt of your annual base salary
rate in effect as of December 31, 1990, multiplied by the number
of full years of service you had completed on Deceaber 31, 1990,
not to exceed that annual base salary, reduced by:

(1) the discounted present value of the increase in your
benefits under the Pension Plan attributable to the Pension Plan
enha cements made in connection with VEER (calculated by
BellSouth Corporation using the Pension Plan’s actuarial
assumptions applicable to cash-out distributions), determined as
©f Decesber 31, 1990; and

(1) the amount of the payment to you, if any, described
in 4¢(b) belov regarding the Alternate Pension Foraula Allowance;
and - '
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(iii) the discounted present value of the increase in your
benefits, if any, under the SERP attributable to the SER?
enhancezents made in connection with VEER (calculated by
BellScuth Corporation using the Pension Plan’'s actuarial
assumptions applicable to cash-out distributions), determined as
of December 31, 1990.

NOTE: Calculations made under these provisions may, in some
cases, result in no payment being made as a Basic Separation
Allowance,

For certain sales employees the Basic Separation Allowvance
will be calculated on the basis of your annual base salary rate
as of December 31, 1990 plus your standard sales incentive
amount.

(b) Alternate Pensicn Formula Allowance. If your pension
benefit under the Pension Plan calculated under the alternate
pension benefit formula (described on pages 14 and 15 of the
summary plan description for the Pension Plan dated June 1990) as
of Deceaber 31, 1990, would exceed your actual pension benefit
as of December 31, 1990, if the five (5) additional years of age
and service credit under the Pension Plan amgendments made in
connection with VEER were applicable to that formula (taking inte
account all rules applicable to that formula under the Pension
Plan), you will receive an additional cash gnylcnt squal to the
discounted present value (calculated by BellSouth Corporation
using the Pension Plan’s actuarial assumptions applicable to
cash-ocut distributions) of such excess.

5. Estimates and Payments. You will be furnished a
statement of your beneflits under the Pension Plan and the SIRP,
if applicable, including the lumap sum value of the Pension Plan
benefit, as determined on December 31, 1990 under the pension
enhancenents nade in connection with VEER. The actual amount of
your pension benefit will be the amount reflected on the
statement or, if greater, your pension benefit calculated as of
your actual date of retirement disregarding the VEER pension
enhancements.

1f you meet the conditions for participation and eligibility
for benefits above, the determination and payment of your actual
Basic Separation Allowance, if any, and Alternate Pension -
Forsula Allowvance, if applicable, will be made within 30 days of
your separation date.

You should be awvare that all Plan cash payments {(other than
Pension Plan benefits), are considered ordinary income and
subject to the appropriate wvithholding of federal, state, local,
ang social sescurity (PICA) taxzes and are reported on IRS PForas
-2, .
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Also income tax laws applicable to distributions of Pension
Plan benefits are extremely complex. This can be particulacly
true of amounts distributed in a lusp sum.

You are encouraged to seek professional tax advice before
making any election with regard to those banefits.

Payments made under the Plan (other than Pensicn Plan
benefits) have no effect on any pension or other benefits to
which you may ctherwise be entitled at the time of separation,
(See exception under "Reductions or Offsets” below.)

REEMPLOYMENT. If you separate from service under the Plan
and are reempilcyed by BellSouth Corporation or any affiliated ot
subsidiary company or entity as a regqular employee, you will be
tequized to refund to your participating company the entire
amount of your Plan cash payments (other than Pension Plan
benefits).

REDUCTION OR OFFSETS. As described in "Eligibility for _
Benefits® above, as a condition to electing Plan payments, you
are required to sign a release waiving your right to pursue any
claim, action or proceeding relating to your eaployment with or
termination by BellSouth of your participating company.

Furthermore, if you file a claim or preoceeding of any kind
tesulting from your sepatation of employment, such as a Workers'’
Conpensation or employment discrimination claim, your Plan cash
paynents (other than benefits payable from the Pension rlan
trust) will be reduced by the amount of any award or settlement
from such claim, action or proceeding.

In addition, BellSouth may withheld part or all of the Plan
cash payments (other than benefits payable froam the Pension Plan
trust) during the pendency of any such clais, action or
proceeding until a final determination is made and then reduce
those Plan payments in accordance with any award or ssttisment.

Finally, if you file a claim, action or proceeding against a
participating or affiliated company after receiving cash payments
under the Plan and you subseguently receive an award or
settlement, your participating company may:

- have a lien on the award or settlement, to the extent
permitted by applicable law, up to the amount of the Plan cash
payments (other than benefits payable from the Pension Plan
trust); or

= if no such lien is permissible, require you to repay to
the company within 30 days of receipt of any award or settlement
an amount equal to such awsrd or settlement up to the full saount
of the Plan cash payments (cther than benefits payable from the
Pension Plan trust).
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OTHER FACTS.

rinancing of Plan Costs. All cash payments (other than
benefits payngIc from the Pension Plan trust) under the Plan are
paid from the general assets of the participating companies.

Tvpe of Plan. The Plan is classified as a welfare benefit
plan unEcr provisions of the Employee Retirement Income Security
Act of 1974, as amended ("ERISA™).

Plan Administration. BellScuth Corporation, Room 13C02,
1155 Peachtree Street, N.E., Atlanta, Georgia 30367-6000, is the
plan administrator responsible for the administration of the
Plan. BellSouth Corporation shall act through its Senior Vice
President-Corporate Human Resources of his/her designated
representative. BellSouth has delegated to the VEER ‘%]l Review
Committee, the membership of which shall be designated by the
BellSouth Senior Vice President-Corporate Human Resources, the
authority and duty to review the denial of any claim upon
receipt of a timely request for a review as provided under "Claim -
Procedure” below. :

BellSouth has delegated responsibility for handling Plan
administrative services for the eligible participants of each
participating company as follows:

BellSouth Corporation
BellScuth Buman Rescurces Administration, Inc.
VEER ’9]1 Coonrdinator
13802 Campanile
1155 Peachtree Street, N.E.
Atlanta, Georgia 30367-6000
Telephone (404) 249-2121

BellScuth Services Incorporated
South Central Sell Telephone Company
Southern BSell Telephone and Telegraph Company
VEER 9] Coordinator
South E7Al
3535 Colonnade Parkway
Birminghaa, Alabams 135243
Telephone (208) 977-078$

BellSouth Enterprises, Inc.

BellSouth Communications, Inec.

BellSouth Pinancial Services Corporation
BellSouth Inforaation Systems, Inc.

SellSouth International, Inc.

BellScouth Resources, Inc.

Sunlink Corperatien

BellScouth Advertising & Publishing Corporatien

-
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BellSouth Mobility Inc
VEER ’'9]1 Coordinator
Room SCOB8
1100 Peachtree Street, N.E.
Atlanta, Georgia 30367-6000
Telephone (404) 249-4173

Claim Procedure. Plan pacticipants, or any person duly
authorized by a participant, may file a claim in writing for
benefits under the Plan or any other matter related to the Plan
if they believe they have been treated unfairly with respect to
the Plan. The written claim must be sent to the person listed
for the respective participating company under Plan
Administration above within 60 days of the date of the alleged
unfair treatment, or occurrence of other facts giving rise to the
claim.

I1f the claim is denied, the claimant will receive written
netice of the VEER ’'91 Coordinator’s decision, including the
specific reasoni(s) for the decision, within 90 days of the date
the claia was teceived. In some cases, more than 90 days may be
needed to make a decision. In such cases the claimant will be
notified in writing, within the initial 90-day period, of the
reason more time is needed. An additional 90 days may be taken
to make the decision if the claimant i{s sent such a notice. The
extension notice will show the date by which the decision will be
sent.

Appeals Procedure. The Appeals Procedure which follows
gives the rules for appealing a denied claim.

A claimant may use this procedure if:

- no reply at all is received by the claimant within 90
days after filing the claim; or

- in cases where a notice has extended the time for an
additional 90 days and no reply is received within 180 days after
tiling the claia; or

- written denial of the claim for benefits or other matters
is received within the proper time linit and the claimant wighes
to appeal the written denial.

1f a claim for benefits or review of any other matter
related to the Plan is denied, the participant, ot other duly
authorized person, may appeal this denial in writing within 60
days after it is received. Written regquest for review of any
denied claim should be sent directly te the Assistant Vice
President-HEuman Resources Planning and Development, 1916
Campanile, 1155 Peachtree Strest, N.E., Atlanta, Georgia
30367-6000, who will then refer it to the VEER '91 Review
Coamittee. Unless the VEER ’'91 Review Committee sends notice in
writing that the claim is a special case needing more time, the
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Committee must conduct a review and decide on the appeal of the
denied claim within 60 days after receipt of the written request
for review. In special cases, needing more time to make a '
decision, the VEER '9]1 Review Committee will send notice in
writing that there will be a delay and give the crsason(s) for the
delay. In such cases, the VEER ‘9] Review Committee may have 60
days more, or a total of 120 days, to make its decision.

1f the claimant, or another individual designated by the
claimant to represent him/her, sends a written request for teview
of a denied claim, such person has the right to send to the VEER
‘91 Review Committee a written statement of the issues and any
other documents in support of the claim for benefits or other
matter under review.

The VEER ‘91 Review Committee’s decision shall be given to
the claimant in writing within 60 days or, if extended, 120 days
and shall include the specific reason(s) for the decision. 1If
the VEER ’'91 Review Committee does not give its decision on
review within the appropriate time span, the claimant may
consider the claim denied.

The VEER ’'91 Review Committee shall have the exclusive
right and authority to determine benefits under the Plan and its
deterninations shall be final and conclusive with respect to all
questions arising in administering the Plan and shall not be
subject to further review.

Legal Service. Process can be served on the Plan
AdmninIstrator by directing such service to him at the following
address:

William B, Barfield

Suite 1800 Campanile
BellSouth Corporation

1155 Peachtree Street, N.E.
Atlanta, Georgia 30367-6000

Plan Records. The Plan and all its records are kept on )
fiscal year basis, beginning June 1 and ending May 31 of each
year.

Plan Identification Numbers. The Plan is identified by the
following numbecrs under lnternal Revenue Service (IRS) rules:

58-1533433 _Employer Identification Number assigned by
the IRS

551 Plan Number assigned by BellSouth

Plan Continuance. BellSouth, through the Senior Vice
President-cocporate Human Resources, may from time to time make
changes in the Plan and say terminate the Plan at any time. The
Plan in any event will automatically terminate October 31, 1991
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(or no later than December 31, 1991 if the employment of
participant(s) in the-Plan is extended beyond October 31, .1991,
under the terms of the Plan) except to the extent that its
administrative procedures need to remain in effect to process
claims and paypments for participants who separated from service
prior to that date. Any changes or termination shall not affect
any rights under the Plan to which you may have previously become
entitled. The Plan shall comply with applicable federal laws and
applicable state and local laws to the extent not preempted by
ERISA, and will be amended, if necessary, in order to satisfy any
such reguirements.

Plan Documents. This document is intended to serve as both
the full text of the Plan as well as a Summary Plan Description .
of such plan. Participants in this Plan are entitled to examine,
without charge, all Plan documents, including any documents and
reports that are maintained by the Plan and/or filed with a
Federal Government Agency, that are reguired to be disclosed
under ERISA. These documents ace available for review at each
Plan Coordinator’'s office. 1If a participant is unable to examine
the documents at such a location, he/she should write the Plan
Administrator, specifying the documents to be examined and at
which work location the participant wishes to examine thea.
Copies of such documents will be made available for examination
atdthat work location within 10 days of the dats the request was
made,

At any time, participants may request copies of any Plan
documents by writing to the Plan Administrator at 13C02
Campanile, 1155 Peachtree Street, N.E., Atlanta, Georgia 30387~
6000. Participants will be charged a reasonable fee for copies
of the documents requested.

RIGHTS OF A PLAN PARTICIPANT. As a participant in the
BellSouth Corporation voluntary Enhanced Early Retirement
Program 1991, you are entitled to certain rights and protection
under the Employee Retirement Income Security Act of 1974
(ERISA). ERISA provides that all plan participants shall be
entitled to:

- examine, without charge, 2ll plan documents and copies of
all documents filed by the plan with the U.S. Department of
Labor, if any; and

- obtain copies of all plan documents and other plan
information upon written resquest to the Plan Administrator as
described above.

In addition to creating rights for plan participants, ERISA
imposes duties upon the people who are responsible for the
operation of empleyee benefit plans. The pesople who operate your
plan, called "fiduciaries" of the plan, have a duty to do 30
prudently and in the interest of you and other plan participants.
No one, including your employer, or any other person, may
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terminate your employment or otherwise discriminate against you
in any way to prevent you from obtaining a benefit or exercising
your rights under ERISA. E

If your claim for benefits is denied, in whole or in part,
‘'you have certain rights of review as described in this document
under "Plan Administration"” and "Claim Procedure”.

Under ERISA, there are steps you can take to enforce the
above rights. For instance, if you request materials from your
Plan Administratcer and do not receive them within 30 days, you
may file suit in a federal court. In such case, the court may
require the Plan Administrator to provide the materials and pay
up to $100 a day until you receive the materials, unless the
materials were not sent because of reasons beyond the control of
the Plan Administrator. 1If you have a claim for benefits which
is denied or ignored, in whole or in part, you may file suit in a
state or federal court. 1If you are discriminated against for
asserting your rights, you may seek assistance from the U.S.
Department of Labor or you may file suit in a federal court. The
court will decide who will pay court costs and legal fees. If
you are successful, the court may order the person you have sued
to pay these costs and fees. 1If you lose, the court may order
you to pay these costs and fees if, for example, it finds your
claia is frivolous.

1f you have any questions about the Plan, you should contact
the VEER ‘91 Coordinator for your participating company. 1If you
have any questions about this statement of your rights, or about
your rights under ERISA, you should contact your nesarest Area
Office of the U.S. Labor Management Services Administration,
Department of Labeor.
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BELLSOUTH CORPORATION
VOLUNTARY ENHANCED EARLY RETIREMENT PROGRAM 1991:
ELECTION AND RELEASE

Part I: ELECTION

I have been offered the opporunity and voluntarily elect to parnicipate in the
BellSouth Corporation Voluntary Enhanced Early Retirement Program 1991 (“the Plan”
or "VEER '$1°). Pursuant 1o that election | agree that my employment by BeilSouth
Corporation or one of the BellSouth Corporaiion companies panicipating in the Plan
(hercafier collectively referred 10 as “BellSouth®) will terminate immediately afier the
close of business on a day 10 be determined by BellSouth afier comsultation with me. but
not laer than October 31, 1991. BellSouth may designate a lster iermination date. no
later than December 31, 1991, because of my panicipation in an activity which, in the
opinion of BellSouth, requires my employment beyond Ociober 31, 1991.

I agree that my election to panicipate in VEER '91 and 1o ierminate my
employment will become binding and irrevocable after seven (7) calendar days
following the date that | sign this Election and Release. | understand that BellSouth
may accept or reject my election and that it will noufy me of its decision to accept or
reject.  1f BellSouth rejects my Election | understand that this Election and Release is
revoked.

VEER '91 offers the option of paying my pension benefit under the BellSouth
Management Pension Plan (the “Pension Plan") in the form of a single lump sum
distribution. | understand that ! will forfeit my right 10 take advantage of this
payment option and that my pension benefit will be paid 10 me on a monthly basis.
unless 1 provide the Benefit Office with a properly completed. signed. and notarized
election on a form provided for that purpose within the lime period specified in that
form.

Part 1I: WAIVER AND RELEASE OF CLAIMS

"1 acknowledge that ! was given the opponunity 10 review and o consider the
Plan (which is also a summary plan description for the Plan) and a sample of this
Election and Release for a period of at least fony-five (45) days. Prior to the
commencement of that forty-five day period | was advised to discuss the terms of the
Plan with an attorney. [ (ully understand the binding nature of this Release and |
voluntarily elect to participate in the Plan. .

In considerstion for Lhe benefits that are being extended to me under the Plan,
which benefits represent valusble consideration in addition 10 other forms of
compensation or benefits 1o which | presently am eatitled, 1 further acknowledge and
agree:

1. To waive and release sny and sl claims. of whatever nature, arising out of my
employment. and/or the terminastion of my employment with BellSouth (other
than my right to enforce the ierms of the Plan and my right to retirement
benefits which have accrucd, been funded, and vesied as of the date of this
release) that ‘| might have- pursued against BellSouth, its current and future
subsidiaries and divisions. and their directors, officers. employees. atiorneys. and
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agents, specxﬁcaily including, but not limiicd 10, all rights and claims that [ or

anyone acting through me. my esiate, or on behalf of me or my estate. might have
had or assened under the Age Discrimination in Employment Act of 1967. as
amended; the Civil Righis Act of 1964, as amended; the Civil Rights Act of 1866, as
amended. the Employee Retirement Income Security Act of 1974, as amended:
Executive Orders 11246 and 11141; and all other federal. state, and local statutory or
common laws. .
To the extent permissible under applicable law and in accordance with the
procedures discussed in the "Reductions or Offsets” section of the Plan, if I pursue
a claim of the 1ype described in the preceding paragraph. BellSouth shail have
the right to withhold or to recoup all or pan of the Plan cash payments, if any,
other than cash benefiis payabie from the Pension Plan qualified trust.

That | am unaware of any actions or inactions by BellSouth which | believe would
constitute a8 violation of any federal, state, or local law, or rule promulgned by
any sdministrative body which has jurisdiction over BellSouth.

That, in electing to panicipate in VEER '91, I am not relying on any
representation or promise that BellSouth will not offer any future voluntary
early retirement plans. or, if BellSouth does offer such a plan, that the plan would

_ mot provide benefits different from those provided by VEER '91.

To repay BellSouth the entire amount of my Plan cash payments, if any, other
than benefits payabie from the Pension Plan, should I be reemployed by
BellSouth Corporation or any affiliated or subsidiary company or eatity as a

regular employee.

5.
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That if any of the provisions of this Election and Release are deemed
unenforceable and/or invalid, then such provisions will be severed and will not
have any effect on the remaining provisions of this document.

I HAVE READ AND FULLY UNDERSTAND THE TERMS OF THIS DOCUMENT
AND VOLUNTARILY SIGN THIS ELECTION AND RELEASE.

Signature

Name (Please Print)

Social Security Number (Required)

{ )
Daytime Telephone Number

Daie
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BELLSOUTH CORPORATION
VOLUNTARY ENHANCED EARLY RETIREMENT PROGRAM 1991:
ELECTION AND RELEASE

Part I: ELECTION

I have been offered the opponunity and voluniarily elect to participate in the
BellSouth Corporation Voluntary Enhanced Early Retirement Program 1991 (“the Plan”
or "VEER '91%). Pursuant 1o that election | agree that my employment by BellSouth
Corporation or one of the BellSouth Corporation companies panicipating in the Plan
(hereafier collectively referred to as "BeliSouth”) will terminate immediately after the-
close of business on a day 1o be determined by BellSouth afier consuitation with me, but
not later than October 31, 1991. BellSouth may designate a later termination date. no
later than December 31. 1991, becausc of my panicipation in an activity which, in the
opinion of BellSouth. requires my cmployment beyond October 31, 1991.

| agree that my eleciion 10 participate in VEER '91 and 10 terminate my
employment will become binding and irrevocable after seven (7) calendar days
following the date that I sign this Election and Release. [ undersiand that BellSouth
may accept of reject my clection and that it will notify me of its decision to accept or
reject. If BellSouth rejects my Election | understand that this Election and Release is
revoked.

VEER '91 offers the option of paying my pension benefit under the BellSouth
Management Pension Plan (the “Pension Plan") in the form of a single lump sum
distribution. [ undersiand that 1 will forfeit my right to take advaniage of this
payment option and that my pension benefit will be paid 1o me on a monthly basis.
unless I provide the Benefit Office with a properly completed. signed. and notarized
clection on a form provided for that purpose within the time period specified in that
form.

Part II: WAIVER AND RELEASE OF CLAIMS

I acknowledge that 1 was given the opporiunity to review and to consider the
Plan (which is also a summary plan description for the Plan) and 3 sample of this
Election and Release for a period of at least fonty-five (45) days. Prior to the
commencement of that forty-five day period I was advised to discuss the terms of the
Plan with an attomecy. | fully undersiand the binding nature of this Release and I
voluntarily elect 1o panicipate in the Plan. :

In consideration for the benefits that sre being extended 10 me under the Plan,
which benefits represent valuable consideration in addition 1o other forms of
compensation or benefits 10 which | presently am entitled, I funher acknowledge and
agree:

1. To waive and release any and all claims. of whatever nature, arising out of my
employment. and/or the itermination of my employment with BeliSouth (other
than my right 10 enforce the terms of the Plan and my right o retirement
benefits which have accruedy been funded. and vesied as of the date of this
release) that | might have pursued against BellSouth. its current and future
subsidiaries and divisions. and their directors, officers, empiloyees. attorneys. and
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agents. specifically including. but not limited to, all rights and claims that I or
anyone aciing through me, fry estate, or on behalf of me or my eswate, might have
had or asserted under the Age Discrimination in Employment Act of 1967, as
amended: the Civil Rights Act of 1964, as amended: the Civil Rights Act of 1866, as
amended: ke Employee Retirement Income Security Act of 1974, as amended:
Executive Orders 11246 and 1114); and all other federal, siaie, and local statutory or
common laws.

To the exieni permissible under applicable law and in accordance with the
procedures discussed in the “"Reductions or Offsets” section of the Plan, if I pursue
a claim of the type described in the preceding paragraph, BellSouth shall have
the right to withhold or 10 recoup all or pan of the Plan cash payments, if any,
other than cash benefits payable [rom the Pension Plan qualified trust.

2. That 1 am unaware of any actions or inactions by BellSouth which I believe would
constitute a violation of any federal, sitate. or local law, or rule promulgated by
sany administrative body which has jurisdiction over BellSouth.

3. That in electing 1o panicipate in VEER 91, I am not relying on any
representation or promise that BeliSouth will not offer any future voluntary
early retirement plans, or, if BellSouth does offer such a plan, that the plan would
not provide benefits different from those provided by VEER '91.

4. To repay BellSouth the entire amount of my Plan cash payments, if any, other
than benefits payable from the Pension Plan, should | be reemployed by
BellSouth Corporaiion or any affiliated or subsidiary company or entity as 3
reguiar employee.

S. That if any of the provisions of this Election and Relcase are deemed
unenforceable and/or invalid. then such provisions will be severed and will not
have any effect on the remaining provisions of this document.

1 HAVE READ AND FULLY UNDERSTAND THE TERMS OF THIS DOCUMENT
AND VOLUNTARILY SIGN THIS ELECTION AND RELEASE.

Signature

Name (Please Print)

Social Security Number (Required)

( )
Daytime Telephone Number

Date
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MANAGEMENT TRANSITION AND ASSISTANCE PLAN
BELLSOUTH SERVICES

ADMINISTRATION The decision to utifize MTAP shall be made by the Vice President
r - Corporate Affairs, and the decision to implement and administer
the Plan is subject to s discretion axercised in a Manner consis-
tent with the terms of the Plan. This includes determining for what
panods ot time the Pian will be in stfect. approving iMplementation,
and authonzing ali separations and all payments under the Pian.

PARTICIPATION You are a participant in the Pian if you are & reguiar full or part-time
managemant empioyee in Pay Grades 1 through 8 (or equivaient),
including Secretaries and pey grade AH, with at least tweive months
net crecited sarvice and have, individually or as a part of a grouo, g
besn designated by the Vice President — Corporate Affairs as either !
“aved for reassignment” or “surpius”’ due to & force imbalance !

condition
EXCEPTIONS  You will not be considerec as eligible for MTAP if you:
TO
PARTICIPATION - Bre receiving disability banefits; e — e e
— are On a leave Of absance (other than a 30-day depanmen-
tal loave); or
o - are POt ctherwiss on the active payroll at the time the ap-

plication of MTAP is deciared.

EUQIBILITY ¥ you are a participant in the Plan and are terminated under one
of the Plan's programs, you are eligible 10 receive a payment ss
provided below: o

— Program | — Separstion in Lieu of Relocation (SILOR), pro-
vides a payment for the management smployee who i among
those designated by the Vice President — Corporate Atain
a8 “svailable for reassignment” and who, given the option
of relocating to & new assignmaent or siecting to voluntarily
separate from the Company, eiects tc separste.

- Program 1l = Voluntary Accelerated Managemaent Attrition
Program (VAMAP), provides an incantive payment 10 sxpedite
normal afirition within designated Management universes. it
is designad o be used curing a specified time interval to help
e aleviste a force imbalance which neither the management
of attrition nor the reassignment of empicyees is expected
to alleviate within six months. When utiized, this employee
option will be offersd in descending order of Net Cradited
- Service.
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SEPARATION
PAY
ALLOWANCE

— Program Ml — iovoluntary Management Attrition Program
(IMAP), provides a transiion payment for use within
designated Management universas only after Programs | and
i as well as voluntary demotions have feied 1o allevigte the
force mbaiance. Empioyees sffected by the force mbelance
condition within the designated work groups will be involun-
tarity separated on the basis of Net Cradited Service in
ascending order. The involuntary program will continue un-
til the designated force imbalance has been sliminated.

in order to be eligible 1o receive a payment under oine of the MTAP
Programs, you must aiso:

— irevocably slect, on or before the date specified in the per:
ticuiar MTAP offering, to voluntarily {erminate empioyment
with BeliSouth Services or be designated by BellSouth
Services for involuntary termingtion; and

-~ actually terminates empicyment on & date acceptable 1o the
Company.

if after the acceptance of an MTAP offar but prior to your terming-
tion, you begin receiving disabilty benefits or if you should dis. the
MTAP offer is automatically and iTevocably cancelled, If you retum
10 active service from disability, MTAP will only apply if you are of-
fered a new slection for, or assioned MTAP by, the Vice President
= Corporste Affairs.

{ you are terminated under the provieions of MTAP and have at jeast
twelve montne of net creditad service, you will receive & lump sum
payment based on your annual bass salary and net credited ser.
vice &t the time of termination.

Annual base salary (which dose not inciuds Jump Sism team of in-
dividusl incentive awards) is comprissd of your annual Dase salwry
rate in effect as of the date of termination, excluding differentials,
overtime, carfare, vaiue of Meals, and Certain cther types of special
sliowances. A corporate squivalent base salary would be used for
thoss Managers Covered under & sales or other spacial compensas-
tion plan.

Net credited servios is your term of smpioyment which includes
the curment period of Your CONINUCUS SrVice &S well & any periods
of prior service that have been credited under bridging of service
rules.

For purposes of determining your lump sum payments, only com-
pieted years of service will be uned (Le., at jeast twelve monthe
tut less than two years of service squails one year of completed

nat credited sarvice; two yeers seven monthe of 3ervice equals two

yoirs of compieted net credited service).

s FoLKAcH M%812

ﬂ



L

COMPUTATION  Eligidie empioyees Separsted under the provisions of MTAP will
OF MTAP receive the sppropriate kump sum peyment Calcuisted as follows:
PAYMENTS

Program L
{2) Multiply .375 times your Annusi Base Selary = S _
{b} Muttiply $600D timas NCS -8 ___
(reursj .
{c) The sum of (a) plus (b) -
{d) Divide (c) by 2 -9 ____
- o LD Sum
- Paymert)
Programs H and Iii:
(a} Multiply .5 times your Annual Base Salary = §
{b) Muitiply $800 times NCS = §
tyearst
(¢) The sum of {a} plus (b) =3
(d) Divicde (c) by 2 -$
e fum
Payaety

in no gvent Can a payment exceed the annual Dase salary.

EXAMPLES:
Program |
{a) .375 x Annual Base Saiary $ 30,000 -$ 11,250
() $800 x 35 years service = $ 21,000
)8 11,250 + $ 21,000 = $ 32,250
() § 32,250 divided by 2 - g 18,125
{Lump Sum
Paymant)
Programa # and fi:
(2} .5 x Annual Baas Salary $ 30,000 = % 15,000
{b} $800 x 35 years sarvice = § 28.000
{c) $ 18,000 + $ 28,000 = $ 43.000
{d) $ 43,000 dwvided by 2 = $ 21,500
{Lump Sum
Paymaent)

¥ you are & reguity part-time marager sigbie for sn MTAP payment,
your computed amount will be prorated on the basia of the achual
number of hours you worked.

122 : *




123

IRREVOCABILITY

REDUCTIONS
OR OFFSETS

The lump sum payment is subject to the appropriate withholding of
fecersl, state, local, and sociel security (FICA) taxes and is reparted
on IRS Form W.2.

A lump sum peyment made under the Management Tranaition and
Assistance Ptan has no sffect on any pension or ather benefits to
which you may otherwise be entitied al the time of separation. (See
axception under Reductions or Offsets below.)

Your decision to voluntarily terminate under MTAP cannot be revok-

o prict to your separstion except for good cause reisted to an ex- -
ceptional hardship condition as datarminaed 3oiely at the discretion
of the Vics President —~ Corporate Affairs. After your separation,

your decision cannot b# revoked for any reason. This provision does
not preciude subsequent re-employment by BeliSouth Services or
any other company.

if you are terminated under MTAP and are re-empicysd by BelSouth
Servicas or any affilisted or subsidiary company of BeliSouth Cor-
poration, then any separation pay sntitlement will be refunded to
your former Company in accordance with the following formula:

Twww-(%mummy
times Number of Months
Since Separation) =

Amount Refunded to your
former Company

It you fie & Worker's Compenastion ciaim or similar action on or after
the deciaration of MTAP by the Vice President — Corporate Affairs,
your saparation pay will be reduced by the amount of any Worker's
Compensation, or similer ciaim or settiement.

BeliSouth Services may withhold the iump sum payment during the
pendency of any such Worker's Compensation or similar proceeding
untll a final determination is made and then reduce your MTAP lump
UM paymant in accordance with any Workar's Compensation sward
or settiement. in addition, if you file & Worker's Compenaation or
similer claim against BellSouth Services within five years of your
recaiving seperation pay undar MY AP and you subsecuenty receve
& Worker's Compensation award or settiement, BeliSouth Services
may:

= have s ien on the Worker's Compensation or simiar awerd
or settiement, to the extent parmitted by appiicable lsw, up
te the amount of the MTAP kump sum payment; of

= if no such len is permiasible, recuire you 1o repay to BeliSouth
Services within 30 days of receipt of any Worker's Compen-
sation award or settiement an amount saual 1o such sward
of settlement up 1o the full amount of the MTAP lump surm
payment.
4
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Your Medical Expense Plan or Atemate Choice Plan coverage wil
continue on the same basis as you had immediately prior to separs-
Hon, until you receive other group medical Coverage or for A max-
imum of six tull months following tha end of the Month in which you
terninate sarvice. At the end of this 3ix month period, you may elect
to continue such coversge for an addiions six month penod by pey-
ing the monthiy premium amount through BeliSauth Services. These
provisions do not apply if you are eligible at separation for an im-
madiate service pension and associated bensfits under a tax-
quaiified pension pian maintained by BellSouth Services.

The payment of these premiums will be made on the same basis
as for active empioysss. Therefore, if you are covered under an
Altermate Choice Plan, any differsnce in Premiums {i.e., sxcess
amount over what the Company pays) will be billed to you.

i you resign or are terminated for reasons other than the cond-
tions outlined in Programa |, N or i, you are not eligible for pgyments
and maedical insurance under MTAP.

Madical iInsurance Coverge will terminate no iater than the end of
the sixth full month after the empicyment termination date, il you
are NOt sligible for an IMMAadiate Service pension, of # you do not
slect to pay the premiums for the additional six months.

Separation paymaents under MTAP are paid from the general sssets
of BeliSouth Services and are charged to the sppropriate deparn-
mental sxpense of the Company.

BalSouth Services pays the cost of six monthe of continued Medical
insurance Coverage on the same basis and t¢ the same extent as
#t was peid for you at the time of termination of smployment.

The Plan is ciassified as a welfare plan under provisions of the
Empicyes Retirement income Security Act of 1974,

BeliSouth Services, 800 North 19th Street, Bimingham, Alsbema
35203, telephone number (205) 321-5500, sclely administers this
Plan through the Vice President — Corporme Afhairs. The Vice Press-
dent — Corporste Aftairs for BeliSouth Services is the named
fiduciary who makas Jeterminations Concaming when and 1o what
individuals or groups within BeltSouth Services, that MTAP ahouild
be offered. The MTAP Review Committes is the named fiduciary
who is to sfford a full and fair review of any denial of & ciaim upon
receipt of s timely request for review. The Assistant Vice President
- Muman Rasources is the Plan Administraior with responaibility
for administering the terms and conditions of the Plan.
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PROCEDURE

Plan participants. or any person duly authorized by a Plan partci-
pant, may fie a ciaim in writing for benefits under this Plan or for
review of any other matter reisted to the Plan if they believe they
have been treated unfairty with respect 1o this Pian. The written ciaim
must be sent to the Assistant Vice Prasident - Human Resowrces.
800 North 19th Street, Birmingham, Alsbma 35203 within 80 days
of the date of the alieged unfair reatment, or occurencs of other
facts giving rise to the claim.

it the ciaim is denied, the cisimant will receive written notice of the
Plan Agministrator's decision, inciuding the specific reasonis) for
the decision, within 90 days of the dute the Ciaim was feceived.
In soma cases. more than 9C deys may be nesded to makes a dec-
sion. in such cases the ciaimant will be notified in writing, within
the initial S0-day period, of the reason Mmors tme is needed. An ag-
ditional 90 days may be taken 10 make the decision if the claimant
i sent such a notice. The extension notice will show the date by
which the decision will be sen.

The Appsals Procedure which follows gives the rules for appesiing
2 denied ciaim.

A cisimant may use this procedurs If:

= no reply at all is received by the claimant within 90 days after
fling the claim;

= In casea when & notice has extended the time for an addi-
tional 9O days and no reply is received within 180 days after
fling the ciaim; or

= writton denigl of the claim for benefits or other matters is
received within the proper time mit and the claimant wishes
to appeal the written denial.

i a clsim for benefits or review of any other matter relsied o the
Pian is denied. the perticicant, or other duly suthorized person, may
appeal this denial in writing within 80 days after It is received. Writ-
mmmmummmmumm
to the Vice Prasident — Corparate Affeirs, 800 North 19th Street,
Birmingham, Alabama 35203, who will then refer it to the MTAP
Review Comemittes. Unisas the MTAP Review Committes sends
notice in writing that the ciaim i & special case Needing more time,
the Committes must conduct & review and decide on the spoeel
of the denied claim within 60 days after receipt of the written re-
Quest for fTeview. In apecial canss, NBBding More tme 10 make &
decision, the MTAP Review Committes will send notics In writing
thet there will be & delay and give the reasons for the deley. In such
canss, the MTAP Review Committee mey have 80 days more, or
a total fo 120 days, 10 make its decieion.
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H the cleimant, or another individual designated by the claimant to
represent him/her, aends a written request for review of a denied
ciaim, such person has the right to:

— review pertinent Plan documents which may be obtained by
tolowing the procedures described in the section under “Plan
Documents.” and

— sand to the MTAP Review Committes, a written statement
of the issues and any other docurments in SUPpPoOrt of the ciaim
tor benefits or other matter under review.

The MTAP Review Committes's decision shall be given the claimant
in writing within 60 days or, it extended, 120 days, and shal in-
ciude the specific raason(s) for the decision. If the MTAP Review
Committes does Not give its decision on review within the appropriste
sion by the Review Committes shall be final and conciusive with
respect to all questions arising in administering the Plan and shall
not be subject to further review.

in any case, as a participant in the Plan, you may have further rights
unger the Empioyes Retirement income Security Act of 1874, as
described in the aection of this document entitied “Rights of a Pian
Participant.”

Process can be served on the Plan Administrator by directing such
service 1o him at the following adaress:

800 North 19th Street
Birmingham, Alabama 35203

The Management Transition and Assistance Plan and all its records
are kept on a calendar year basis — beginning January 1 and end-
ing December 31 of sach yeer.

This Plan is identified by the following numbers under Intemal
Revenus Service (IRS) ruies:

#83-0523698 assigned by the IRS
#527 assigned by the Company

BellSouth Services through the Vice Prasident — Corporate Affairs
may from time to time make changes in this Plgn and may terminate
this Plan &t any time. Any changes or termination shall not affect
any rights under this Plan to which you may have previously becoms
enttied. This Plan shal comply with appiicable state and feceral laws
and will be amended, if necessary, in order to satisfy any such
recquirements.
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This document is intended to serve as both the hul text of the
Mansgement Transition and Assistance Plan as wel as a Summary
Pan Descniption of such Plan. MTAP participents are entitled to ex-
amine, without charge, all Plan documaents, inciuding any documents
and reports that sy Martaned Dy the Plan and/or filed with a Feders
Govemment Agency. These documents are available for review st
the Pan Adminigtrator's office. If a partcpant is UNabie 10 examne
the documants al such a location, he/she should write the Plan Ad-
minigtrator, specitying the cocuments to be examined snd at which
work location the partcipant wishes 1o sxamine them. Copies of
such documants will be TNace svailable for axamination at that work
location within 10 cays of the date the request was made.

At any tima, participants may request copies of any Plan documents
by writing to the Plan Agministrator st 800 North 19th Street, Bir-
mingham, Alsbama 35203. Panticipants wit e charged & resscnable
tee for copies of the documents requested.

A3 & participant in the Management Transition and Assistance Plan,
you are entitied to certain rights and protection under the Empioyee
Retiremaent income Security Act of 1974 (ERISA). ERISA provides
that al Plan participants shall be entitled t5:

= SXMMiINS, without charge. all Plan documents and copies of
all documents filed Dy the Plan with the U.S. Department of
Labor, if any; and

— obtain copies of all Plen documents and other Plan informa-
tion upon written request to the Plan Administrator &s deecrid-
od above.

in addition to creating rights for Plan participants, ERISA imposes
duties upon the people who are responaible for the operation of
empioyes banefit plans. The people who operzte your plen, called
“fduciaries” of the Plan, have a duty 10 do 30 prudently and in the
interest of you and other Plan participants. No one, including your
empioysr, or any other Derson, My terMinate your empioyment or
otherwiss disCriminate against you in any way to prevent you from
ODIRINING & Denefit Or exercising your rights under ERISA,

¥ your ciaim for benefits s denied, in whole or in part, you have
cartain rights of review as deacribed in this document under Claim
and ApDeais Procedures.

Under ERISA, thers are steps you can taks to enforce the above
rights. For instance, i you request materiais from your Plan Ad-
ministrator and 90 not receive them within 30 days, you may file
sult in & federal court. In such case, the court May reduire the Plan
Administrator to provide the materials and pay up o0 $100 a day
umh you receive the materiais, uniess the materiais wers not aent
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because of ressons beyond the control of the Plan Administrator.
¥ you have a ciaim for benefits which is denied or ignored, in whole
or in part, you may fle suit in a state or federal court. if you we
discriminated ageinst for asserting your rights, you may seek
assistance from the U.S. Department of Labor or you may fNle suit
in a feceral court. The court will decide who will pay court costs
and legal fees. If you are successful, the court may order the per:
son you have sued to pay these costs and fees. If yOu icss, the
court may order you to pay these costs and fees if, for exampie,
it finds your ciaim is frivolous.

If you have any questions about the Plan, you should contact the
Plan Administrator. If you have any questions about this statement
of your rights, or about your rights under ERISA, you should con-
tact your nearest Area Office of the U.S. Labor Management Ser-
vices Administration, Department of Labor.
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MANAGEMENT TRANSITION AND
ASSISTANCE PLAN (MTAP)

PURPOSE

The Management Transition and Assistance Plan (MTAP) is designed for
cefuin managemeni employees who are terminating employment with
BellSouth Corporation or any of its Participating Companies due 10 2

- force imbalance condition. MTAP is aimed at easing the ransition for
eligibie employees by providing them with cenain lump sum payments.

The term “Paricipating Company™ as used in this Plan shal] refer to
BellSouth Corporate Headquariers and any subsidiary which shall have
determined (o participate in this Plan. Addendum A contains a list of all
Companies participating in the Plan,

EFFECTIVE DATE
The Plan. effective April 10, 1984 and amended October 20, 1989,
supersedes and replaces any pay plan or practice currently in effect for

management terminations due to & force imbalance condition. — .

ADMINISTRATION

The decision to utilize MTAP shall be made by the Participating Com-
pany Officer responsible for Human Resources, with the concurrence of
the BellSouth Corporate Officer responsible for Human Resources, and
the decision to implement and administer the Plan is subject (o the
discretion of the Company Officer responsible for Human Resources exer-
cised in a manner consistent with the terms of the Plan. This includes de-
termining for what periods of time the Plan will be in effect. approving
impiementation, interpreting the terms of the Plan, and authorizing all
separations and all payments under the Plan.

ELIGIBILITY

You are eligible o receive benefits under the Plan if you are a regular full-
Of parnt-time management employee in Pay Grades 1 through 8 (or equiva-
lent), including Secretaries and Pay Grade AH. with at least twelve
months Net Credited Service and have, individuaily or as a part of a
group, been designacted by the Company Officer responsible for Human
Resources as “surplus™ due to a force imbalance condition and are
separmed under one of the Plan's programs.
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You are then eligible to receive a payment as provided below:

- Voluntary Accelerated Management Artrition
Program (VAMAP), provides an incentive payment 10 expet
normal attrition within designated management universes. It
designed to be used during a specified time interval to help
alieviate a force imbalance which neither the management o
attrition nor the reassignment of emplovees is expected 1o
alleviate within six months. When utilized. this program wil
offered in descending order of Net Credited Service.
Program I - Involuntary Management Artrition Program
(IMAP), provides a transition payment for use within desig-
nated management universes only after Program | as weil as
voluntary demotions have failed to aileviate the force imbal-
ance. Employees affected by the force imbalance condition
within the designated work groups will be involuntanly
separated on a basis determined by the Human Resources
Department through the guidance of BellSouth Corporate
Human Resources. The involuntary program will continue u
the designated force imbalance has been eliminated. -

In order to be eligibie to receive a payment under one of the MTAP
Programs. you must also:

- irrevocably elect. on or before the date specified in the partic
lar MTAP offering. to voluntarily terminate employment wi:
Panticipating Company or be designated by your Company f
involuntary termination: and

- actually terminate employment on a date acceptable to your
Company. '

If after the acceprance of an MTAP offer but prior to your termination.
you begin receiving disability benefits or if you should expire. the MT.
offer is automarically and irrevocably cancelled. If you retum (o active
service from disability, MTAP will apply only if you are offered 2 new
election for, or assigned MTAP by, the Company Officer responsible f
Human Resources.

EXCEPTIONS TO ELIGIBILITY
You will not be considered as eligible for MTAP if you:
- are receiving disability benefits during the time MTAP is de-
clared;
- are on a leave of absence (other than a 30-day deparmmentai
leave); or

- are not otherwise on the active payroll at the time the applica-
tion of MTAP is declared.
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SEPARATION PAY ALLOUWANCE

If you are terminated under the provisions of MTAP and have at least
rwelve months of Net Credited Service, you will receive a lump sum
payment based on your annual base salary and Net Credited Service at the
nme of terminauon,

Annual Base Salary is comprised of your annual base salary rate in effect
as of the dats of terminaticn. excluding differentials, overtime, carfare.
value of meais. lump sum team or individual incentive awards and certain
other tvpes of special allowances. A corporate equivaient base salary
would be used for those manzgers covered under a saies or other special
compensation plan.

Net Credited Service is your “term of employment” as defined in the
BellSouth Corporation Management Pension Plan which includes the
current period of your continuous service as well as any periods of prior
service that have been credited under bridging of service rules.

For purposes of determining your lump sum payments. only completed
years of service will be used (i.e., at least twelve months but less than two
years of service equals one year of completed Net Credited Service: two
years and seven months of service equals two years of completed Net
Credited Service).

COMPUTATION OF MTAP PAYMENTS

Eligible employees separated under Program ] or Program 11 of MTAP
will receive a lump sum payment calculated as follows and is subject o
the reductions or offsets as provided hereafier:

(3) 5% of the employee’s base pay for every year of completed service
7 [see note below]

(b) the maximum payout would be 12 months pay for 20 years of service
[ or more }

{c) the minimum payout would be equal to 25% of the employees’ base
pay.

In no event can a payment exceed the Annual Base Sajary.

EXAMPLES

{1} Annual salary: $35.000 NCS: 20 years or more
5% X 20 yrs. = 100% Payment = $35.000

{2) Annual salary: $28.500 NCS: 3 years
5% x 3 yrs. = 15% Payment= $7.125 (25%)

The lump sum payment is subject to the appropriate withholding of
federal, suue. jocal. and social security (FICA) taxes and is reperted on
IRS Form W-2,
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NOTE: For regular part-time management employees eligible for an
MTAP payment. the computed amount of the payment will be prorated on
the basis of the actual number of hours worked. If there are regular pan-
time employees in a designated universe, the Assistant Vice President-
Human Resources should be consulted 10 determine the amount of the

payment.

A lump sum payment made under the Management Transition and
Assistance Plan has no effect on any pension or other benefuts to which
you may ctherwise be entitled at the time of separation. {S¢e exception
under "Reductions Or Offsets.”)

IRREVOCABILITY

Your decision to volunwarily terminate under MTAP cannot be revoked
prior 1o your separation except for good cause related 10 an exceptional
hardship condition as determined solely at the discretion of the Company
Officer responsible for Human Resources. Afier your separation. your
decision cannot be revoked for any reason (This provision does not
preclude subsequent re-employment by BellSouth or any of its subsudm
ies or affiliazed Companies).

If you are terminated under MTAP and are re-employed by BellSouth or
any subsidiary or affiliasted Company of BellSouth Corporation. any
separation pay entitlement wiil be refunded to your former BellSouth
Company in accordance with the following formula:

Total Lump Sum Payment minus (1/2 Previous Montly Salary times
Number of Months Since Separation) = Amount Refunded to your former
Company.

REDUCTIONS OR OFFSETS

If you file a claim or proceeding of any kind resulting from your termina-
tion of employment such as a Worker's Compensation or employment
discrimination claim. your MTAP payment will be reduced by the
amount of any award or settlement from such claim, action ot proceeding.
Furthermore. the Participating Company shall have the right to require
you to sign a release against afl such claims, actions or proceedings as a
condition to making your MTAP payment.

The Panticipating Company may withhoid the lump sum payment during
the pendency of any claim. action or proceeding unuii a final determina-
tion is made and then reduce your MTAP lump sum payment in sccor-
dance with any award or senlement. In addition. if you file a claim. action
or proceeding against the Company after receiving a payment under
MTAP and you subsequently receive an sward or settiement. the Partici-
pating Company may:
- have a lien on the award or settlement, to the extent permitted
by applicable law. up to the amount of the MTAP lump sum
payment; or
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- if no such lien is permis..ole, require you to repay to the Com-
pany within 30 days of receipt of any award or sertlement up o
the full amount of the MTAP lump sum payment.

GROUP MEDICAL INSURANCE

Your Medical Assistance Plan (MAP) or Alternate Choice Plan coverage
will continue at Company expense on the same basis as you had immedi-
ately pnor to separation. until you becomne eligible 1o eiect to receive other
group medical coverage with another emplover. or for a maximum of six
full months following the end of the month in which you terminate
service. whichever comes first.

At the end of this six month period. you may elect 10 continue such
coverage for an additional six month period by paving i¢ Blue Cross and
Blue Shield 100% of the momhly group rate if you are not eligible 10
receive other group medical coverage. If you are covered under an
Aliemate Choice Plan. any difference in premiums. i.e., excess amount
over what the Company pays, will be billed to you.

Once you have paid for coverage for the six month period. you and vour
covered dependents are eligible to elect to continue coverage under the
Consolidated Omnibus Budget Reconciliation Act (COBRA) for up 1o an
additional six months by paying 102% of the group rate. The extended
coverage cannot exceed eighteen months from the date of separation. At
the appropriate uime, the Company will provide you with information on
how to eiect coverage under COBRA.

DENTAL AND VISION PLANS

Both the Demal Assistance Plan and the Vision Assistance Plan coverage
will terminate ar the end of the month in which your employment termi-
naies.

You and your eligible dependents are. however. eligible for continued
dental and vision ¢overage under COBRA for a period of eighteen months
from the date of separation. This coverage is available at a cost i0 you of
102% of the group rate. At the time of your separation, the Company will
provide you with information on how to elect continued coverage under
COBRA.

EXCLUSIONS AND LIMITATIONS

If you resign or are terminated for reasons other than the conditions
outlined in Programs | or I, you are not eligibie for medical coverage
under MTAP.

Medical Coverage will terminate at the end of the sixth full month after
the employment terminauon date, if you are nox eligible for an immediate
service pension. of if you do not elect to pay the premiums for the
additional months as provided.
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FINANCING OF MTAP COSTS

Separation costs under MTAP are paid from the general assets of the
Participating Company and are charged to the appropnate depanmental
expense of that Company.

The Participating Company pays the cost of up to six months of continued
Medical Insurance Coverage on the same basis and to the same extent as it
was paid for you at the ume of termination of employment.

OTHER FACTS

TYPE OF PLAN
The Plan is classified as a welfare plan under provisions of the Employee
Retirement income Security Act (ERISA) of 1974,

PLAN ADMINISTRATION

The Participating Companies are responsibie for the overall administration
of MTAP in their respective companies. The Participating Company shail
act through its Company Officer responsible for Human Resources or his/
her designated representatives(s). The Company Officer responsible for
Human Resources is the named fiduciary who makes determinations
concerning when and 10 which individuals or groups within the Participar-
ing Company MTAP will be offered. The Assistant Vice Presidents -
Human Resources for the Participating Companies are the Plan Adminis-
trators with responsibility for administering the terms and conditions of
the Plan. The MTAP Review Committee is the named fiduciary that is to
afford a full and fair review of any denial of a claim upon receipt of a
timely request for review, and is authorized 10 interpret the terms of the
Plan.

Responsibility for handling MTAFP administrative services for eligible
participants of each Participating Company has been delegated as follows:

BellSouth Corporation
BellSouth D.C., Inc.
BellSouth Human Resources Administration. Inc.
MTAP Coordinator
13B02 Campanile
1155 Peachtree Street. N.E.
Atlanta, Georgia 30367-6000
Telephone (404) 249-2121
BellSouth Advertising & Publishing Corporation
MTAP Coordinator
59 Executive Park South. N.E.
Atlanta, Georgia 30329
Telephone (404) 982.7029
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BellSouth Enterprises. Inc.
BellSouth Communications. Inc.
BeliSouth Financial Services Corporation
BeltSouth Information Systems. Inc.
BeliSouth International. Inc.
BellSouth Mobility Inc
BellSouth Resources. Inc.
Sunlink Corporation

MTAP Coordinator

1201 Peachtree Sireet

Suite 803

Atlanta. Georgia 30309

Telephone (404) 2494161

BellSouth Services Incorporated

MTAP Coordinator

South E7TH]

353% Colonnade Parkway
Birmingham, Alabama 35243
Telephone (205) 977-3054

South Central Bell Telephone Company
MTAP Coordinator
600 North 19th Street. 9th Floor
Birmingham. Alabama 35201
Telephone (205) 321-2989

Southern Bell Telephone and Telegraph Company
MTAP Coordinator —
42V388 Southern Bell Center
675 West Peachiree Street, N.E.
Atlanta, Georgia 30375
Telephone (404) 529-8129

CLAIM PROCEDURE

Plan participants. or any person duly authorized by a Plan participant. may
file a claim in writing for benefits under this Plan or for review of any
other marter related to the Plan if they believe they have been geated
unfairly with respect to this Plan. The wrinien claim must be sent to the
person listed for the respective Participating Company under “Plan Ad-
ministration™ above within 60 days of the date of the alieged unfair
wearment. or occurrence of other facts giving rise to the claim.
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If the claim is denied. the claimant will receive wrinten notice of the
MTAP Coordinator’s decision. inciuding the specific reason(s) for the
decision. within 90 days of the date the claim was received. In some
cases. more than 90 days may be needed to make a decision. [n such
cases the claimant will be notified in writing, within the initial 50-day
period. of the reason more time is needed. An additional 90 days may be
taken to make the decision if the claimant is sent such a notice. The
extension notice will show the date by which the decision wiil be sent.

APPEALS PROCEDURE

The Appeals Procedure which follows gives the ruies for appealing a
denied claim.

A claimant may use this procedure if;

- no reply at all is received by the claimant within 90 days after
filing the claim: or
- a2 notice has extended the time for an additional 90 days and no
reply is received within 180 days after filing the claim: or
« written denial of the claim for benefits or other matters is ,
received within the proper time limit and the claimant wishes 10
appeal the written deniai.
If a claim for benefits or review of any other matter related to the Plan is
denied. the parnticipant. or other duly authorized person. may appeal this
denial in writing within 60 days afier it is received. Written request for
review of any denied claim should be sent directly 10 the Assistant Vice
President-Human Resources Planning and Deveiopment, 1155 Peachtree
Street. NE. Room 1916, Atlanta, Georgia 30367-6000, who will then refer
it to the MTAP Review Commirtee. Unless the MTAP Review Commit-
tee sends notice in writing that the claim is a special case needing more
time, the Committee must conduct a review and decide on the appeal of
the denied claim within 60 days after receipt of the wrinien request for
review. In special cases. needing more time to make a decision. the
MTAP Review Committee will send notice in writing that there will be a
delay and give the reasons for the delay. In such cases. the MTAP Review
Committee may have 60 days more, or & total of 120 days. 1o make its
decision.
If the claimant. or another individual designated by the claimant to
represent him/her, sends a written request for review of a denied claim.
such person has the right to:

- review pertinent Plan documents which may be obtained by
foliowing the procedures described in the section under “Plan

+ send to the MTAP Review Committee. a written statement of
the issues and any other documents in support of the claim for
benefits or other matter under review.
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The MTAP Review Comminee’s decision shall be given the claimant in
writing within 60 days or, if extended. 120 days. and shal! inciude the
specific reason(s) for the decision. If the MTAP Review Comminiee does
not give its decision on review within the appropriaie time span, the
claimant may consider the claim denied. Any decision by the MTAP
Review Committee shal! be final and conclusive with respect 10 all
quesnons an$ing 1n admenistering the Plan and shall not be subject to
further review,

In any case, as a participant in the Plan. you may have further rights under
the Employee Retirement income Security Act of 1974 {ERISA), as
described in the section of thisdocument entitied “Rights of a Plan
Parucipant.”

LEGAL SERVICE

Process can be served on the Plan Administrator by directing such service
10 the following address:

1155 Peachtree Street
Room {916
Adanta. Georgia 30367-6000

PLAN RECORDS

The Management Transition and Assistance Plan and all related records
are kept on a calendar year basis - beginning January 1 and ending
December 31 of each year.

PLAN IDENTIFICATION NUMBERS
This Plan is identified by the following numbers under Internal Revenue
Service (IRS) rules:

#58.1533433 assigned by the IRS
#527 assigned by BellSouth

PLAN CONTINUANCE

BELLSOUTH. THROUGH THE CORPORATE OFFICER RESPON-
SIBLE FOR HUMAN RESOURCES. MAY FROM TIME TO TIME
MAKE CHANGES OR TERMINATE THIS PLAN AT ANY TIME. Any
changes or termination shall not affect any rights under this Plan 10 which
you may have previously been entitled. This Plan shall comply with
applicable state and federal laws and will be amended., if necessary, in
order to satisfy any such requirements.

PLAN DOCUMENTS
This document is intended 10 serve as both the full tex1 of the Manage-
ment Transition and Assistance Plan as weil as 3 Summary Plan Descrip-
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tion of such Plan. MTAP participants are entitled to examine. without
charge. all Plan documents. including any documents and reports that are
maintained by the Plan and/or filed with a Federal Government Agency.

* These documents are available for review ar the Plan Administrator's

office. If 2 paruicipant is unable to examine the documents at such 2
locanon. he/she should wnite the Plan Administrazor. specifying the
documents 1o be examined and at which work location the participant
wishes to examine them. Copies of such documents will be made avail-
able for examination at that work locauon wathin 10 days of the date the
request was made.

At any ume. participants may request copies of any Plan documents by
writing to the Plan Administrator at | 155 Peachiree Sireer. NE. Room
[916. Atianta. Georgia 30367-6000. Participants will be charged a
reasonable fee for copies of the documents requested.

RIGHTS OF A PLAN PARTICIPANT

As a participant in the Management Transition and Assistance Plan, you
are entitied to certain nghts and protection under the Empioyee Retire-

ment Income Security Act of 1974 (ERISA). ERISA provides that all Plan 7

participants shall be entitied to:

- examine, without charge. all Plan documents and copies of all
documents filed by the Plan with the U.S. Department of Labor.
if dny: and

- obtain copies of all Plan documents and other Plan information
upon written request to the Plan Administrator as described
above.

In addition to creating rights for Plan participants. ERISA imposes duties
upon those who are responsible for the operation of employee benefit
plans. The people who operate your Plan, called “fiduciaries™ of the Plan.
have a duty 10 do so prudently and in the interest of you and other Plan
participants. No one, including your employer, or any other person. may
terminate your employment or otherwise discriminate against you in any
way 10 prevent you from obtaining a benefit or exercising your rights
under ERISA . If your claim for benefits is denied. in whole or in part.
you have cerzin rights of review as described in this document under
“Claim and Appeals Procedures.”

Under ERISA. there are steps you can take to enforce the above rights,
For instance, if you request materials from your Plan Administrator and
do not receive them within 30 days. you may file suit in a federai court. In
such case, the court may require the Plan Administrator o provide the
materizis and pay up to $100 a day until you receive the materiails. unless
the materials were not sent because of reasons beyond the control of the
Plan Administrator. [f you have a claim for benefits which is denied or
ignored. in whole or in part, you may file suit in a state of federal coun. If
you are discriminated against for asserting your rights. you may seek
assistance from the U.S. Department of Labor or you may file suitin a
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federal court. The court will ovside who will pay court costs and legal
fees. If you are successful. the court may order the person you have sued
Lo pay these costs and fees. If you lose, the court may order you to pay
these costs and fees if, for example. it finds your claim is frivolous.

if you have any questions about the Plan. you should contact the Plan
Adminismator. If you have any questions about this statement of your
rights. or about your nghts under ERISA. you should contact your nearest
Area Office of the U.S. Labor Management Services Administration.
Department of Labor.

ADDENDUM A

The following companies are participating in this Management Transition
and Assistance Plan:

BellSouth Corporation

BellSouth D.C.. Inc.

BellSouth Human Resources Administration. Inc.
BellSouth Enterprises. Inc.*

BellSouth Services Inc.

South Central Bell Telephone Company .
Southern Bell Telephone & Telegraph Company

«BellSouth Exverpr | Subsidiar N

BellSouth Advertising & Publishing Corporation

BellSouth Communications. Inc.

BellSouth Financial Services Corporation

BellSouth Information Systems, Inc.

BellSouth intemnational. Inc. (employees on U.S. payroll only)
BellSouth Mobility Inc

BellSouth Resources, Inc.

Sunlink Corporation

AND OTHER COMPANIES AS APPROVED BY THE
BELLSOUTH CORPORATE OFFICER RESPONSIBLE FOR
HUMAN RESOURCES.
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Want Yo go back to school?
BellSouth offers new

education opportunity

BeliSouth managers who want 10 setum to college 1o enhance their carcers
of to begin ieaching may be able (0 take advantage of a new opportunity
— the Carees Ahemative Plan (CAP).

Managers with 10 years of service or more, who want 10 go to college
of teach, may be eligible to pasticipate in the CAP effective Aug. §, 1990,

“CAP is 2 new and posifive response to management employees who
want to fusthes their education or make the transition into a teaching
carees,” says Roy Howard, senios vice president-corporate buman re-
sources. “CAP is very different froe plans oifered in the pass sinoe pay
and certain benefits are provided fos panticipants. It°s a way for the
company 10 help them make the iransition 10 a new career. However,
ﬁmCAl:hnuakan.mpbymlwihﬂdISoumismguam-
teed

According 0 Howard, BellSouth will pay managers the company has
redeased 1o participase, 25 percent of theis base salaries al the lime CAP
participation beging, as well as heakh and basic life benelits, for » mani-
mum of 36 months. The Tuition Aid Plan is for active employees, and
therefore will nos be available to CAP participams.

“Managers who moet cortain criteria must provide documentation
they will be anending an accredised college/university full time, or
tcaching full lime &t an accredited primary, secondary or post secondasy
. educational institwtion,” he said. “There are Bo reguirements 10 study in
cestain ficlds, but participants mauwst choose & school accredited by an
ssociation or agency recognized by the U.S. Secrelwy of Education.”

Managers can apply For participation in CAP beginning in Junc, whea
trochures outlining the plan will be available. To request a bsochure and/
or application at BeliSouth headquasters, §ill owt the form and send to the
CAP coondiastor.
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Questions wese designed by
inerdeparimentat pancls w

I gencraie responses from which
action can be taken, and they are

“Also, the icngih of the
survey has changed. There are
half as many questions as on the

. last WRS/ECS, conducted in
" 1988," he said.

According w0 Gier, ExChange

is also differct in the way the
cofporation plans 1o respond 10
! resuhs. “After responses are
! collected and processed by an

more focused on issues of concem

to employees and the curposation.

outside fimm, special teams within

says.

Company resulis will be made
available 10 employees in com-
pany publicalions.

“When you receive yowr
survey in May, il’s imponant for
you (o lake the 20 1o 30 minutes
nocessary o complete it, and be

supervisors give employecs lime
on the job 0 participate. A high
SR
employces, will give the corposs-
tion a good ides of issues we necd
lowtuﬂom,"(}iﬂuysn
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W compenry peld benefiis are terminated ot the
ne posticipation ends. Purticipents mey

range b0 moke FleuLile poyments on thels awn
thay cave b0 continue coverage.

w company assistand vice president with
dibilities or a delegate,

e company reserves the right io Bmit the
imber of purticipants in the Flon snd the durs-
w of the Plan lisell, snd may allocale pasticipe-
w in whatever manner i deenwe aeceesary or

"propriste.

4 participant brcomes & propricior, olficer,
wiswr v vwnployee of, or otherwise becomes
iistud with (i} sovy businese thet s In competi-

wernwent sgency having regulatory Jurisdic-
w ovet the business activities of sny BeliSouth
mpany then sny elighiiity for participetion in
ve Plam shall terminate, snd theve shall be no
iriher obligations on Hive company’s part s o
wch participant.

£L9500 MIMNTA

Health bemelits

Medical - Compeny pays
Dewial - Company pays
Vislon - Compeny peps

Group life beneftls
Basic - Company pays
Dependent - Employee pays
Feilie - Employee pays

Other benelta
Savings Plans - Nocoverage
Sickmese &
Accident Plan - No coverage
Long Term
Disability Flan - No Coverage
Telephone
Service st
Reduced Rate - No Covernge
Pevalome - (1)
Persion Death
Benefin - NoCoveage

(1) H former employee redurna do work for
SeltSouth sa & regular employes within three
years of Vevminstion of CAP participation,
pension plan coverage will resume based on
service credi o4 the lime pastichpstion in
CAP began.
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The BeltSouth Coveer Allernative Plan {CAF s
intended 10 address three corporpie lsswes:

1. % represenis the latest in 2 variety of con-
tiowing activities theough which the corpo-
ration is sttempting (o make & positive
impact on the educationsl sysiem by provid-
Ing an opportunity for & manager bo attend
school or teach bn an accredited institution.

2 Nisa new and positive response 1o the
needs of managers looking lor opportunities
that canmot be provided within BeltSouth by
ofiering them additionsl career transition

opportunitie ;.

3. represents new incentives 10 managers lo

. Wevuninsie employment, thereby adding
options for force surplua reduiction and
reducing the sumber of managers avallable
for reassigmment.

Any active regular full-time management
employee may participaie i the discretion of
the company in the Caresr Allernative Plan i:

1. adequate documentation is provided that
the employes will be stiending an accred-

Med pust-seamsdary educational institution
on a Full-time or equivalend basis lor a
v of an academic year ot its cyuiva-

fent, or

2. adequate ducumemtation is provided that
the cwphryee will be icaching full-time for
an academk year al an accredited primaty,
secondary or post-secondary educational
Lwiltution, and

3. has worked 5 years since reemployed from
earhier participation in the Career Alerna-
live Plan_and

4. has 2 matbslachury employment record of at
least ten years of Net Credited Service

|5

A term of employment of 10 years.

Maximum - Thiee years

Once appeoved the participant may continue foc
» maximum of three years or until earlier
termination upon the participant’s request or at
the discretion of the company.

Pay while parlicipating in the Carver Ahernative
Plan will be equal lo 25 percent of the ew-
ployee’s base salary rate at the lime panticipa-
tion begins and will be paid st least monthly.

The employce is nt neyuined do retur o work
with a BellSuuth company in vrder lu Feceive
payment,

The base salary rate kv an employee covered by
a sales incentive compensalion plan, ¢.g., 70/30-
of 90/10-type pay plan, will be the 100 percent
rale.

Tay while participating shall be charged o the
appropriate ovethead expense account of the
employre’s company st the time participation
begins.

No offsets will be made lor salary, educations!
assislance, or vther payments received by the
employee from any other suurce external lo
BeltSouth.

Health and basic group life beneiits will be con-
tinued in the ssme manner as for an active em-
ployee. Any approved payroll deductions,
including premiums for FleaLife and Dependent
Group Life, wifl be deducted from the monthly
paymaents o the exlenl possible i requested by
the employee.

No payments under the BeltSouth Tuition Aid

Program wilt be made during participation in the
Man.

The cosl of benefits shall be charged to the
benelit accounts of the employee’s company at
the time participation begins.

Nu service credit will be gramted for the period
of participation in the Plan. However, service
will be bridged immediately provided the
employee is reemployed ss & regular hull-time
employee within thiee years from the date
participation in the Plan terminaies.

Employees musi provide satisfactory evidence
fo their company Career Aermative Plan
coordinators in the human resources depart-
mend 8 the lime participation is approved, sn.
a4 such other times as the Plan may require, thal
the employee continues lo meet the cligibility re-
quirements of the Career Aliernative Plan. In the
evenl thal participation is terminated by the
company at #ts discretion or satislactory evi-
dence s not received or the patticipat is either
0o longer in good standing or employed by the
educational institution, the Plan participation
shall terminate and there shall be no further
obligations on the company’s part as b such
participant.

Participants may apply for reemployment 1o
begin work when their participation in CAP
terminates. Application is made theough the
normal Management Employment Cenler
process; however, employment is NOT guaran-
teed

Career Alternative Plan
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BELLSOUTH CAREER ALTERNATIVE PLAN
FOR
MANAGEMENT EMPLOYEES
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BELLSOUTH CAREER ALTERNATIVE PLAN
FOR

MANAGEMENT EMPLOYEES
Effective §/1551

A. PURPOSE
The BellSouth Career Altenative Plan (CAP) addresses four corporate issues:

1.

| o

It represents the latest in a variety of continuing actvities through which the corporation is
anempting to make 2 positve impact on the educational system by providing an opportuniry
for s manager to atiend school or weach, or a combination of both, in an accredited
instirution or technical/trade school.

It enhances the continuing efforts of the corporation to improve the quality of life and
opparunity in the BellSouth region through active support for community service
organizadons. .

Ttis a positive response to the needs of managers iooking for opportunities that cannot be
provided within BellSouth by offering them additional career pansition opportunities.

It represents an incentive to rnanagers 1o tenminate employment, thereby adding options for
force surplus reduction and reducing the number of managers available for reassignment.

B. ELIGIBILITY

Any acdve regular full ime management employee may participate at the discretion of the company
in the Career Aliernative Plan if:

145

¢9)

@

(3)

adequate documentation is provided that the employee will be antending an sccredited post
secondary educational institution on a full ime or equivalent basis for & minimurm of an
academic year or its equivalent, or

uate documentation is provided that the employee will be atending an accredited
mical/u-ade school on a full time or equivaient basis for compietion of a course of sudy
Jeading to cemification, or
adequate documentation is provided that the employee will be teaching full dme foran
academic year a1 an accredited primary, secondary or post secondary educational insttution
or an accredited technicalArade school, or

-
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(4) adequate documentation is provided that the employee will be weaching and anending school
on a combined full time hasis, ar working full ime in mlcadeuﬁcpogition. atan acf;:dned
educational instiution or an accredited technicalArade school, or

(5) adequate documnentation is provided that the employee will be working full time t:or a
community service organization that is desi by the Internal Revenue Service asa

mﬁt' tax-exempt organizagon under Section 501(c}3) of the IRS code and that
es BeliSouth eligibility criteria, and

(6) ?l:n wori;ed 5 years since reemployed from earlier participation in the Career Alternative
. a0 .

(7) has a satisfactory employment record of at least eight years of Net Credited Service (NCS).

C. EMPLOYMENT ELIGIBILITY

D.

E.

BellSouth will not consider requests for participation in the plan based on employment by
membership or professional associations, political groups or churches. However, employment by
affiliated educanional instirutions and community programs that provide a social service and are

to the entire community will be considered (e.g. employment by a church-operated
kitchen). Employment by organizations that discriminate by race, color, creed or natonal ongin;
organizatons whose primary purpose is to influence legislaton; fraternal organizations; veterans
organizatons; and labor groups also would not satisfy plan requirements.

SERVICE REQUIREMENT

A term of employment of 8 years.

PERIOD OF PARTICIPATION

Maximum - Three years

Once approved the participant may continue for a maximum of three years or until earlier
termination upon the pardcipant’s request or at the discretion of the Company.

F. PAY DURING PARTICIPATION IN PLAN
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Pay while partcipating in the Career Aliernative Plan will be equal to 25% of the employee's base
salary rate at the time participation begins and will be paid at jeast monthly.

The employee is not required to return 1o work with a BellSouth company in order to receive
payment. .

The base salary rate for an employee covered by a sales incentive compensation plan, ¢.g., 70/30
or 90/10 type pay plan, will be the 100% rate. .

Pay while participating shall be charged 1o the appropriate overhead expense account of the
employee’s company at the time participation begins.

No offsets will be made for salary, educational assistance, or other payments received by the
employee from any other source external 1o BellSouth.

2
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G. BENEFITS DURING PARTICIPATION IN PLAN

Health and :.:icpwplife benegi;;m beconﬁnmin themn}:nngu for an active
empioyee. Any approved payro uctons, including premiumns for FlexLife, Dependent Grou
Life, Long Term &n and Supplemental Transplant Assistance Plan will be deducted from the P
monthly payments to the extent possible if requested by the employee.

lr;llo payments under the BellSouth Tuition Aid Program will be made during panicipation in the
an. _

The cost of benefits shall be charged w the benefit accounts of thc employee's company at the time
participation begins.

H. SERVICE CREDIT

No service credit will be granted for the period of participation in the Plan, However, service will
be bridged immediately provided the employee is reemployed as a regular full time employee
within three years from the date participation in the Plan terminated.

L COMPANY CONTACT

The employee must H-ovide satsfactory evidence 10 their company Career Alternative Plan
Coordinators in the Human Resources ¢t at the time participation is approved, and at such
other times as the Plan may require, that the employee continues to meet the eligibility requirements
of the Career Allemative Plan. In the event that participation is terminated by the company at its
discretion or satisfactory evidence is not received or the paniicipant is no longer in good standing or
employed by the educatonal institution, technical/rade school, or non-profit, tax-exempt
organizadon, Plan participadon shall terminate and there shall be no further obligations on the
Company's pan as to such participant.

J. RETURN RIGHTS

Participants may apply for reemployment to begin work when their participation in CAP
terminates. Application is made through the normal Management Employment Center process;
however, empioyment is NOT guaranteed.

All company paid benefits are terminated at the time participation ends. Participants may arrange 10
make ife and/or Long Term Care payments on their own if they care 10 continue coverage.

K. APPROVAL

147

The company assismnt vice president with human resources responsibilides, or a delegate, has the
authority to approve participation in the Plan upon the recommendstion of the employee's general
manager or 2 delegae.

“The company reserves the right 1o limit the number of participants in ﬂ\éphnmdmedm:ﬁonof
the plan iself, and may allocate participation in whatever manner it deems necessary or

appropriate.
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L. NON-COMPETITION REQUIREMENT

If a partcipant becomes a proprietor, officer, pantner or employee of, or otherwise becomes
affiliated with (i) any business that is in competition with any BellSouth company or (ii) any
government agency having regulatory jurisdiction over the business activides of any BellSouth
company then any eligibility for participation in the Plan shall terminate, and there shall be no
further obligations on the company's part as 1o such participant.

l_\d. ELIGIBILITY TO BENEFITS DURING PARTICIPATION
Heslth benefits

Medical - Company pays
Denual - Company pays
Vision . Company pays
Supplemental Transplant
Assistnce Plan (STAP) . Employee pays
Group life benefits
Basic c Company pays
Dependent - Employee pays
FlexLife - Employee pays
Other benefits
Savings Plans . No coverage
Sickness & Accident Plan - No coverage
Long Term Disability Plan . No coverage
Tel:%?cesderkwaﬁ: - No coverage .
Pensions - (N
Peasion Death Benefits - No coverage

Long Term Care L TC) . Employee pays

(1) Xformer emplla; returns to work for BellSouth asa regular employee within three years of
terminasion of partcipation, pension plan coverage will resume based on service credit at the

titne partcipation in CAP began. - _
148 | 4
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Comparison of Enhanced Personal Leave,

, Sabbatical Leave
and CAP
_For Management Employees
SURJECT Enhanced Personal Leave Sabbatical Leave CAP

l. Purpose/Objectives Unpaid period of absence Unpaid period of absence Partially paid period of ab-
for following reasons: for following reasons: sence for following reasons:
¢ adoption of chitd (nol ® pursue career change ® attend school

‘ covered by CNC) or personal goals ® leach school
¢ become foster parent o develop skills ¢ work for non-profit,
¢ custodial care of lax-exempt organization

family member
* personal malter
® moving with spouse
® transfer to another
BellSouth company
® break from routine
work environment

Note: The above reasons
encompass those stated for

a personal leave.

* attend school
2. Eligibility Regular managers Regular full-time managers Regular full-time
with at least 6 months at Pay Grade 8 and below managers with at
service. or equivalents with at least § years service.
least B years service.
). Maximum Period 60 Months 36 Months 36 Months -

of absence
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Comparison of Enhanced Personal Leave,
Sabbatical Leave

and CAP
_For Management Employees
SUBJECT Enhanced Personal Leave Sabbatical Leave CAP
Company Employee Company Employee Company Employee

4. Benefits Paid Paid Paid Paid Paid Paid

Medical X X X

Dental X X X

Vision X X X
«  Group Life "X X X

FlexLife X X X

STAP X X X

LTC X X X

Tuition Not available X (Limited to $3K annually) | Not available

Telephone X (3 Months) Not available Not available

Concession

5. Compensation No No Yes (25% of annval salary)
6. Employment Yes (Except with BellSouth Yes (Except with BefiSouth Yes

Elsewhere? control group of companies control group of companies I. Teach

or their competitors)

or their competitors)

2. Non-profit, tax exempt
organization

7. Attend School?

Yes

Yes

Yes
1. Accredited post

secondary institution
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Comparison of Enhanced Personal Leave,

CYISHE MIRNTNA

management employees.

Sabbatical Leave
) and CAP
—For Management Employees
SURJECT Enhanced Personal Leave Sabbatical Leave CAP
) 8. Reinstatement No Yes No
Guaranteed?
9.: Service Credht If return at expiration | 1€ returm st expiration of If reemployed within
' of leave, service leave, service bridged 3 years from date
bridged immediately immediately. No credit participation ended,
with | month service for the period of the service bridged
credit. lcave, immediately. No credit
for the period of the
leave.
10. Employce Audience |I. Regular full-time Regular full-time Regular full-time
. managemeni employees management employees management employees
with less than 8 at Pay Grade 8 and below with at least 8 years
years NCS. or equivalent with at NCS.
2. All regular pan-time least 8 years NCS.
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units in the building.
6.  Heshall be reimbursed for other actual expenses as follows:

a.  Expensesincurred for disconnecting normal household
appliances at the old residence and reconnecting said
appliances at his new residence. This item includes the
expense of providing interior wiring (including 220 volt
wiring) and interior pipe and tubing extensions which
are necessary in order to use the electric or gas ap-
pliances which are being moved from the residence at
the old location. The expenses of new or rearranged en-
trance facilities for either gas or electricity are not to
beincluded. 1t is also understood that appliances as used
in this paragraph do not apply to television antenna
installations at either the old or the new residence.

b.  Connection charges for utility services. This item in-
cludes only charges which are paid to the utility as a
connection charge and does not include advance
deposits required by the utility as insurance for the pay-
ment of future utility bills.

¢.  Expenses incurred for refitting, installation or laying
of drapes, curtains, rugs or carpets. This item Is limited
only to the cost of installation and refitting of drapes
and curtains and the refitting and laying of rugs or
carpets and does not include any replacement cost or
the cost of any additional or new material.

B. Anychangein the designation of an employee’s headquarters town
shall be considered and treated as a transfer for the purposes of
this Section.

8.07 Supplemental Income Protection Program, Voluntary Income Protec-
tion Program and Extended Medical Coverage.

A. Supplemental Income Protection Program
1.  If during the term of this agreement, the Company notifies
the Union in writing that technological change (defined as

changes in equipment or methods of operation) Aas or will .
create a surplus in any job title in a work location which will

86

153 ) FOLKOGH 082628



154

necessitate lay-offs or involuntary permanent reassignments
of regular employees to different job titles involving a reduc-
tion in pay or to work locations requiring a change of
residence, or if a force surplus necessitating any of the above
actions exists for reasons other than technological change
and the Company deems it appropriate, employees under the
normal retirement age as defined in the Bell System Pension
Plan (BSPP) or its applicable successor plan, as of the effec-
tive date of termination of employment (whether or not eligi-
ble for a service pension) in the affected job titles and work
locations who have at least twenty years of net credited ser-
vice and whose age and years of net credited service, in sum,
total seventy-five or more as of the effective date of the ter-
mination of employment, may elect, in the order of senior-
ity, and to the extent necessary to relieve the surplus, to leave
the service of the Company and receive Supplemental Income

Protection benefits described in this Section subject to the

Jfollowing conditions:

a. The Company shall determine the job titles and work
locations in which a surplus exists, the number of
employees in such titles and locations who are con-
sidered to be surplus, and the period during which the
employee may, if he or she so elects, leave the service
of the Company pursuant to this Section, Neither such
determination by the Company nor any other part of
this Section shall be subject to arbitration.

b. The number of employees who may make such elec-
tion shall not exceed the number of employees deter-
mined by the Company to be surplus.

¢. Anemployee’s election to leave the service of the Com-
pany and receive Supplemental Income Protection
benefits must be in writing and transmitted to the Com-
pany within fifteen (15) days from the date of the Com-
pany’s offer in order to be effective and it may not be
revoked after such fifteen (15) day period.

Subject to limitations in paragraphs 4 and 6, employees who
so elect to leave the service of the Company and receive
Supplemental Income Protection benefits may receive in
combination with such benefits either (I) a retirement service

- 87
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pension if eligible for such pension or, if not eligible, (2) a
termination allowance, if otherwise entitled, in an amount
determined in accordance with basic contract provisions, but
not both.

Supplemental Income Protection payments for employees
who so elect to leave the service of the Company in accor-
dance with Paragraph 1 shall begin within one month after
such employee has left the service of the Company to con-
tinue until (1) 48 payments have been made; or (2) the end
of the month in which the recipient attains normal retirement
age as defined in the BSPP, or its applicable successor plan,
whichever occurs earlier.

For an employee who so elects in accordance with Paragraph
1, the Company will pay monthly as Supplemental Income
Protection Paymeants; (i) $8.00 for each year of net credited
service (including a pro-rated amount for any partial year of
service) plus (ii) 40% of the final full-time basic weekly or
equivalent wage rate for the employee’s job title and location
adjusted as set forth in Paragraph S for any periods of part-
time service of the employee. In no case, however, shall the
monthly payment hereunder exceed in aggregate a total of
$400.00 per month. In addition to the monthly benefits, for
an employee who so elects in accordance with Paragraph 1,
the Company will pay a lump sum payment based on years
of net credited service (pro-rated for part-time service as set
forth in Paragraph 5) as follows:

Lessthan25 Years ................ $2000
25030 Years ... ... .hihi i $2500
30 Yearsand Over................. $3000

Such lump sum payment will be made within sixty (60) days
after the employee has left the service of the Company or at
the employee’s option will be made in the first quarter of the
calendar year following the employee’s termination of ser-
vice. The maximum amount of Supplemental Income Pro-
tection Benefits payable including any lump sum payment
shall in no event exceed 2 total of $22,200.

The years of net credited service and the final full-time basic
weekly or equivalent wage rate as used in the preceding

88
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paragraph for purposes of determining the monthly payment
and the lump sum payment shall be pro-rated for any period
of time during which an employee is employed on a part-time
basis in the proportion of such employee’s basic rate of pay
during any such period to the basic rate of pay for an equiv-
alent full-time employee in the same job title, classification,
and work group during the same period in the same manner
as calculated in the BSPP or its applicable successor plan.

In no event shall the combination of Supplemental Income

Protection Payments (including any lump sum payment) and
any termination, layoff or similar allowance paid exceed the
equivalent of twice the employee’s annual compensation at
the basic weekly wage rate (or its equivalent) received during
the year immediately preceding the termination of service.

To the extent necessary, Supplemental Income Protection
payments shall be reduced by the amount of any terminnation
layoff or similar allowance paid to the employee so that the
combination of Supplemental Income Protection payments
and termination or other allowance payments does not ex-
ceed the equivalent of twice the employee’s annual compen-
sation at the basic weekly wage rate (or its equivalent) for
the year immediately preceding the termination of service.

As used in this Section, ‘annual compensation at the basic
weekly rate (or its equivalent)” or “‘basic weekly wage rate
(or its equivalent)” do not include tour or temporary differen-
tials, overtime pay, or other extra payments.

In addition to the conditions set forth above any payments
to a recipient hereunder shall be suspended upon the hap-
pening of any of the following:

2. Re-employment of the recipient by the Company;

b. Employment of the recipient by an affiliate or sub-
sidiary company within the same control group of com-
panies as is the company.

B. Voluntary Income Protection Program.

If during the term of this Agreement, the Company notifies
the Union in writing that technological change (defined as
changes in equipment or methods of operation) has or will

89
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create a surplus in any job title in any work location which
will necessitate lay-offs or involuntary permanent reassign-
ments of regular employees to different job titles involving
a reduction in pay or to locations requiring a change of
residence, or if a force surplus necessitating any of the above
actions exist for reasons other than technological change and
the Company deems it appropriate, employees (i) who are
under the normal retirement age as defined in the Bell System
Pension Plan (BSPP) or its applicable successor plan as of
the effective date of termination of employment in the af-
fected job titles and work locations (ii) who have at least two
years of net credited service and (iii) who are not eligible for
a service pension under the terms of the Bell System Pension
Plan (BSPP) or its applicable successor plan or Supplemen-
tal Income Protection payments, as of the effective date of
the termination of employment, may elect, in the order of
seniority, and to the extent necessary to relieve the surplus,
to leave the service of the Company and receive Voluntary
Income Protection benefits described in this section subject
to the following conditions:

2. The Company shall determine the job titles and work
locations in which a surplus exists, the number of
employees in such titles and locations who are con-
sidered to be surplus, and the period during which the
employee may, if he or she so elects, leave the service
of the Company pursuant to this section. Neither such
determinations by the Company nor any other part of
this Section shall be subject to arbitration.

b. The number of employees who may make such election
shall not exceed the number of employees determined
by the Company to be surplus.

¢. Anemployee’s election to leave the service of the Com-
pany and receive Voluntary Income Protection benefits
must be in writing and transmitted to the Company
within 30 days from the date of the Company’s offer
in order to be effective.

2. In any force surplus situation where this provision may be
applicable it will not be implemented by the Company un-
less and until employees in the affected job titles and work

90
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locations who are eligible have had an opportunity to elect
to leave the service of the Company and receive Supplemen-
tal Income Protection benefits.

Voluntary Income Protection payments for employees who
5o elect to leave the service of the Company in accordance
with Paragraph 1 shall begin at the next applicable payroll
date after such employee has left the service of the Company.
Payments will not continue beyond (i) 60 weeks after the
employee has left the service of the Company; or (ii) the end
of the month in which the recipient attains normal retirement
age as defined in the BSPP or its applicable successor plan,
whichever occurs earlier. Payments will be made coincident
with normal payroll periods for the work group in which the
recipient was employed immediately prior to terminating
employment.

For an employee who so elects in accordance with Paragraph
1, the Company will pay as Voluatary Income Protection
payments:

- For each vear of net credited service up to ten (10) years,
one week of pay, and

- For each year of net credited service in excess of ten (10)
years up to twenty (20) years, two weeks of pay, and

- For each year of net credited service in excess of twenty (20)
years up to thirty (30) years, three weeks of pay.

Such pay shall be equal to the recipient’s basic rate of pay
at the time of termination of employment. For any partial
year of service, the payments set forth above will bc prorated.

In addition to the payments set forth in Paragraph 4, for an
employee who so elects in accordance with Paragraph 1, the
Company will reimburse the employee for actual expenses
incurred for relocation costs, tuition or training costs, or job
placement expenses related to seeking other employment, or
any combination thereof, up to an amount not to exceed $500
for each year of net credited service (prorated for any partial
year of service) to 2 maximum of $2,500. Any such expenses
for which reimbursement will be made must be approved by
the Company prior to being incurred and must be incurred
within oue year from the date of termination of employment

91
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except that reimbursement for tuition or training cost wit}
be made for such expenses incurred within two years from
the date of termination of employment.

6.  The years of net credited service and the final full-time basic
weekly or equivalent wage rate as used in this Section for pur-
poses of determining the periodic payment and the lump sum
reimbursement shall be prorated for any period of time dur-
ing which an employee is employed on a part-time basis in
the proportion of such employee’s basic rate of pay during
any such period to the basic rate of pay for an equivalent full-
time employee in the same job title, classification, and work
group during the same period in the same manner as termina-
tion or layoff allowances are calculated.

7. Inno eventshall the Voluntary Income Protection payments
(including any lump sum reimbursement) and any other
allowaunce paid exceed the equivalent of twice the employee’s
annual compensation at the basic weekly wage rate (or its
equivalent) received during the year immediately preceding
the termination of service. To the extent necessary, the Volun-
tary Income Protection payments shall be reduced by the
amount of any such other allowance paid to the employee
so that the combination of Voluntary Income Protection
payments and other allowance payments does not exceed the
equivalent of twice the employee’s annual compensation at
the basic weekly wage rate (or jts equivalent) for the year im-
mediately preceding the termination of service.

8. Asusedin this Section, “Annual Compensation at the basic
weekly rate (or its equivalent)” or “basic weekly wage rate (or
its equivalent)” do not include tour or temporary differen-
tials, overtime pay, or other extra payments.

9. In addition to the conditions set forth in Paragraph 3, any
payments to a recipient hereunder shall be suspended upon
the happening of any of the following:

a. Re-employment of the recipient by thc Company;
b. Employment of the recipient by an affiliate or sub-

sidiary company within the same control group of com-
panies as is the Company.

92
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8.06 Supplemental Income Protection Program, Voluntary In-
come Protection Program, and Extended Medical Cover-
age:

A. Supplemental Income Protection Program.

1. If during the term of this agreement, the Company
notifies the Union in wrting that technological
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in a work location which will
necessitate lay-offs or involuntary permanent reas-
signments of regular employees to different job titles
involving a reduction in pay or to work locations
requiring a change of residence, or if a force surplus
necessitating any of the above actions exists for rea-
sons other than technological change and the Com-
pany deems it appropriate, employees under the man-
datory retirement age as defined in the BellSouth
Pension Plan (BSPP) as of the effective date of termi-
nation of employment (whether or not eligible for a
service pension) in the affected job titles and work
locations who have at least twenty years of net cred-
ited service and whose age and years of net credited
service, in sum, total seventy-five or more as of the
effective date of the termination of employment, may
elect, in the order of seniority, and to the extent
necessary to relieve the surplus, to leave the service of
the Company and receive Supplemental Income Pro-
tection benefits described in this Section subject to
the following conditions: (SB 8.07A1, SCB 7.04A)

a. The Company shall determine the job titles and
work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he so elects, leave the
service of the Company pursuant to this Section.
Neither such determination by the Company nor
any other part of this Section shall be subject to
arbitration. (SB 8.07A1a, SCB 7.04A1)
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b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus. (SB
8.07A1Db, SCB 7.04A2)

c. An employee’s election to leave the service of the
Company and receive Supplemental Income Pro-
tection benefits must be in writing and transmitted
to the Company within fifteen days from the date
of the Company’s offer in order to be effective and
it may not be revoked after such fifteen day pe-
riod. (SB 8.07Alc, SCB 7.04A3)

. Subject to limitations in this Article, employees who

so elect to leave the service of the Company and
receive Supplemental Income Protection benefits
may receive in combination with such benefits either
(1) a retirement service pension if eligible for such
pension or, if not eligible, (2) a termination allow- -
ance, if otherwise entitled, in an amount determined
in accordance with basic contract provisions, but not
both. (SB 8.07A2, SCB 7.04B)

. Supplemental Income Protection payments for em-

ployees who so elect to leave the service of the
Company in accordance with Paragraph “1” shall
begin within one month after such employee has left
the service of the Company to continue until 48
payments have been made. (SB 8.07A3, SCB 7.04C)

. For an employee who so elects in accordance with

Paragraph 1, the Company will pay monthly as Sup-
plemental Income Protection Payments; (1) $8.00 for
each year of net credited service (including a prorated
amount for any partial year of service) plus (2) 40%
of the final full-time basic weekly or equivalent wage
rate for the employee’s job title and location adjusted
as set forth in Paragraph 5 for any periods of part—
time service of the employee. In no case, however,
shall the monthly payment hereunder exceed in ag-
gregate a total of $400.00 per month. In addition to
the monthly benefits, for an employee who so elects
in accordance with Paragraph 1, the Company will
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pay a lump sum payment based on years of net
credited service (pro-rated for part—time service as
set forth in Paragraph 5) as follows:

Less than 25 Years.....cooooeveeevcvreennnns $2000
2510 30 YearS.cooceevirereeecernneeeereenens $2500
30 Yearsand Over......eeeeeeeeemeennnne $3000

Such lump sum payment will be made within sixty
days after the employee has left the service of the
Company or at the employee’s option will be made in
the first quarter of the calendar year following the
employee’s termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable including any lump sum payment shall in no
event exceed a total of $22,200. (SB 8.07A4, SCB
7.04D) |

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump sum payment
shall be pro-rated for any period of time during
which an employee is employed on a part-time basis
in the proportion of such employee’s basic rate of pay
during any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as calculated in the BSPP. (SB
8.07A5, SCB 7.04E) :

. In no event shall the combination of Supplemental

Income Protection Payments (including any lump
sum payment) and any termination, lay—off or similar
allowance paid exceed the equivalent of twice the
employee’s annual com tion at-the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protec-
tion payments shall be reduced by the amount of any
termination layoff or similar allowance paid to the
employee so that the combination of Supplemental
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Income Protection payments and termination or
other allowance payments does not exceed the
equivalent of twice the employee’s annual compensa-
tion at the basic weekly wage rate (or its equivalent)
for the year immediately preceding the termination
of service. (SB 8.07A6, SCB 7.04

7. As used in this Section, “annual compensation at the
basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07A7, SCB 7.04G)

8. In addition to the conditions set forth above any
payments to a recipient hereunder shall be suspended
upon the happening of any of the following: (SB
8.07A8, SCB 7.04

a. Re—employment of the recipient by the Company; .
(SB 8.07A8a, SCB 7.04H1)

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company. (SB 8.07A8b,
SCB 7.04H2)

¢. Employment of the recipient by a competitor of
the Company or competitive self-employment.

(NEW)
B. Voluntary Income Protection Program.

1. If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in any work location which
will necessitate lay-offs or involuntary dé)ermanent
reassignments of regular employees to different job
titles 1mnvolving a reduction in pay or to locations
requiring a change of residence, or if a force surplus
necessitating any of the above actions exist for rea-
sons other than technological change and the Com-
pany deems it appropriate, employees (1) who are
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under the mandatory retirement age as defined in the
BellSouth Pension Plan (BSPP) as of the effective
date of termination of employment in the affected
job titles and work locations, (2) who have at least
two years of net credited service and (3) who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental In-
come Protection payments, as of the etfective date of
the termination of employment, may elect, in the
order of seniority, and to the extent necessary to
relieve the surplus, to leave the service of the Com-
?any and receive Voluntary Income Protection bene-
its described in this section subject to the following
conditions: (SB 8.07B1, SCB 7.03A)

a. The Company shall determine the job titles and
work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he so elects, leave the
service of the Company pursuant to this section.
Neither such determinations by the Company nor
any other part of this Section shall be subject to
arbitration. (SB 8.07B1a, SCB 7.03A1)

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus. (SB
8.07B1b, SCB 7.03A2)

¢. An employee’s election to leave the service of the
Company and receive Voluntary Income Protec-
tion benefits must be in writing and transmitted to
the Company within 15 days from the date of the
Company’s offer in order to be effective. The
provisions of Paragraph B above notwithstanding,
an employee who otherwise meets the require-
ments of the Voluntary Income Protection Pro-
gram may, however, in advance of a declaration of
a surplus submit a letter to the apﬁll':)priate Person-
nel Placement Bureau indicating his willingness to
accept an offer to leave the service of the Com-
pany under the terms of the Program if an offer is
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tendered. Such letters of interest will remain on
file indefinitely, unless withdrawn by the em-
ployee, and considered with all other requests un-
der this Program. (SB 8.07Bl1c, SCB 7.03A3)

2. In any force surplus situation where this provision

may be applicable it will not be implemented by the
Company unless and until employees in the affected
job titles and work locations who are eligible have
had an opportunity to elect to leave the service of the
Company and receive Supplemental Income Protec-
tion benefits. (SB 8.07B2, SCB 7.03B)

. Voluntary Income Protection payments for employ-

ees who so elect to leave the service of the Company

in accordance with Paragraph 1 shall begin at the

next applicable payroll date after such employee has

left the service of the Company. Payments will not .
continue beyond 60 weeks after the employee has
left the service of the Company. Payments will be

made coincident with normal payroll periods for the
work group in which the recipient was employed

immediately prior to terminating employment. (SB

8.07B3, SCB 7.03C)

. For an employee who so elects in accordance with

Paragraph 1, the Company will pay as Voluntary
Income Protection payments:

—— For each year of net credited service up to ten
years, one week of pay, and

—- For each year of net credited service in excess of
ten years to twenty years, two weeks of pay, and

-- For each year of net credited service in excess of
twenty years up to thirty years, three weeks of
pay.

Such pay shall be equal to the recipient’s basic rate of

pay at the time of termination of employment. For

any partial year of service, the payments set forth
above will be pro-rated. (SB 8.07B4, SCB 7.03D)

. In addition to the payments set forth in Paragraph 4,

for an employee who so elects in accordance with
125
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Paragraph 1, the Company will reimburse the em-
ployee for actual expenses incurred for relocation
costs, tuition or training costs, or job placement ex-
penses related to seeking other employment, or any
combination thereof, up to an amount not to exceed
$500 for each year of net credited service (prorated
for any partial year of service) to a maximum of
$2,500. Any such expenses for which reimbursement
will be made must be apcfrovcd by the Company
prior to being incurred and must be incurred within
one year from the date of termination of employment
except that reimbursement for tuition or training cost
will be made for such expenses incurred within two
years from the date of termination of employment.
(SB 8.07B5, SCB 7.03E)

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
this Section for purposes of determining the periodic
payment and the lump sum reimbursement shall be
pro-rated for any period of time during which an
employee is employed on a part~time basis in the
proportion of such employee’s basic rate of pay dur-
ing any such period to the basic rate of pay t)é)r an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as termination or layoff allow-
ances are calculated. (SB 8.07B6, SCB 7.03F)

. In no event shall the Voluntary Income Protection

payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent
of twice the employee’s annual compensation at the
basic weekly wage rate (or its equivalent) received
during the year immediately preceding the termina-
tion of service. To the extent necessary, the Volun-
tary Income Protection payments shall be reduced by
the amount of any such other allowance paid to the
employee so that the combination of Voluntary In-
come Protection payments and other allowance pay-
ments does not exceed the equivalent of twice the
employee’s annual compensation at the basic weekly
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wage rate (Or its equivalent) for the year immediately
precedmg the termination of service. (SB 8.07B7,
SCB 7.03G)

. As used in this Section, “Annual Compensation at the

basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07B8, SCB 7.03

. In addition to the conditions set forth in Paragraph 3,

any payments to a recipient hereunder shall be sus-
pended upon the haggcning of any of the following:
(SB 8.07B9, SCB 7.03])

a. Re-employment of the recipient by the Company;
(SB 8.07B9a, SCB 7.0311)

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group -
of companies as is the Company. (SB 8.07B9b,
SCB 7.0312)

¢. Employment of the recipient by a competitor of
the Company or competitive self-employment.

C. Extended Medical Coverage.
1. Employees who are not eligible for a service pension

and (1) whose employment is terminated as a result
of layoff or application of the force adjustment proce-
dures; or (2) who elect to leave the service of the
Company pursuant to the provisions of the Supple-
mental Income Protection Program, or the Voluntary
Income Protection Program; or (3) who elect, pursu-
ant to the technological displacement provisions in
the Local Agreement, to accept a termination allow-
ance and leave the service of the Company in lieu of
reassignment to a different job title involving a reduc-
tion In pay or to locations requiring a change in -
residence, shall continue to remain eligible for cover-
age for up to twelve (12) months under the Compa-
ny’s Medical Expense Plan or its successor plan, as
follows: (SB 8.07C1, SCB None)
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2.

continue at such rate until his wage experience credit
entitles him to an increase on the scale for his new
job. He shall receive initial credit for wage length of
service on the new job in an amount equal to the
wage length of service credited to him in his old job,
except that if he had formerly held a job in the lower
classification to which he is being reclassified, his
wage experience credit will be established as the
wage experience credit formerly attained in the lower
classification plus the time spent on the higher job or
jobs, subject to any adjustments as provided in 2.02,
when applicable.

If his rate of pay is above the maximum for his new
job, his rate of pay shall be reduced to that maximum.

F. Employees involuntarily transferred under the provisions
of 12.04 shall have the right to claim the job from which
they were moved if the job should become available
within five years after such move.

8.06 Supplemental Income Protection Program, Voluntary
Income Protection Program, and Extended Medical
Coverage:

A. Supplemental Income Protection Program.

1. If during the term of this Agreement, the
Company notifies the Union in writing that
technological change (defined in 1.30 as changes
in equipment or methods of operation) has or will
create a surplus in any job title in a work location
which will necessitate lay-offs or involuntary
permanent reassignments of regular employees to
different job titles involving a reduction in pay or
to work locations requiring a change of residence,
or if a force surplus necessitating any of the above
actions exists for reasons other than technological
change and the Company deems it appropriate,
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employees in the affected job titles and work
locations, who have at least 20 years of net
credited service and whose age and years of net
credited service, in sum, total 75 or more as of
the effective date of the termination of
employment, may elect, in the order of seniority,
and to the extent necessary to relieve the surplus,
to leave the service of the Company and receive
Supplemental Income Protection benefits
described in this Section subject to the following
condjitions:

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he so elects,
leave the service of the Company pursuant to this
Section. Neither such determination by the
Company nor any other part of this Section shall
be subject to arbitration.

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Supplemental Income
Protection benefits must be in writing and
transmitted to the Company within 15 days from
the date of the Company's offer in order to be
effective and it may not be revoked after such 15
day period. ‘

2. Subject to limitations in this Article, employees who
so elect to leave the service of the Company and
receive Supplemental Income Protection benefits may
receive in combination with such benefits either (1) a
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retirement service pension if eligible for such pension
or, if not eligible, (2) a termination allowance, if
otherwise entitled, in an amount determined in
accordance with basic contract provisions, but not
both.

. Supplemental Income Protection payments for

employees who so elect to leave the service of the
Company in accordance with "1" above shall begin
within one month after such employee has left the
service of the Company to continue until 48 payments
have been made.

. For an employee who so elects in accordance with 1"

above, the Company will pay monthly as
Supplemental Income Protection Payments; (1) $8.00
for each year of net credited service (including a
prorated amount for any partial year of service) plus
(2) 40% of the final full-time basic weekly or
equivalent wage rate for the employee's job title and
location adjusted as set forth in "5" below for any
periods of part-time service of the employee. In no
case, however, shall the monthly payment hereunder
exceed in aggregate a total of $400.00 per month. In
addition to the monthly benefits, for an employee
who so elects in accordance with "1" above, the
Company will pay a lump sum payment based on
years of net credited service (pro-rated for part-time
service as set forth in "5" below) as follows:

Less than 25 Years................... $2000
25 to 30 YearS.cooveuneeeuenecennnnnn $2500
30 Years and Over.................... $3000

Such lump sum payment will be made within 60 days
after the employee has left the service of the
Company or at the employee's option will be made in
the first quarter of the calendar year following the
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employee's termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable including any lump sum payment shall in no
event exceed a total of $22 200,

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump sum payment shall
be pro-rated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee’s basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as calculated in the BSPP.

. In no event shall the combination of Supplemental

Income Protection Payments (including any lump sum
payment) and any termination, lay-off or similar
allowance paid exceed the equivalent of twice the
employee’s annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protection
payments shall be reduced by the amount of any
termination, layoff or similar allowance paid to the
employee so that the combination of Supplemental
Income Protection payments and termination or other
allowance payments does not exceed the equivalent of
twice the employee's annual compensation at the basic
weekly wage rate (or its equivalent) for the year
immediately preceding the termination of service.

. As used in this Section, "annual compensation at the

basic weekly rate (or its equivalent)” or "basic weekly
wage rate (or its equivalent)” do not include tour or
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temporary differentials, overtime pay, or other extra
payments. ;

. In addition to the conditions set forth above, any

payments to a recipient hereunder shall be suspended
upon the happening of any of the following:

a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company

c. Employment of the recipient by a competitor of the
Company or competitive self-employment.

B. Voluntary Income Protection Program.

1.

If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in 1.30 as changes in equipment or
methods of operation) has or will create a surplus in
any job title in any work location which will
necessitate lay-offs or involuntary permanent
reassignments of regular employees to different job
titles involving a reduction in pay or to locations
requiring a change of residence, or if a force surplus
necessitating any of the above actions exists for
reasons other than technological change and the
Company deems it appropriate, employees in the
affected job titles and work locations, who have at
least 2 years of net credited service and who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental

- Income Protection payments, as of the effective date

of the termination of employment, may elect, in the
order of seniority, and to the extent necessary to
relieve the surplus, to leave the service of the
Company and receive Voluntary Income Protection
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benefits described in this section subject to the
following conditions:

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he so elects,
leave the service of the Company pursuant to this
section. Neither such determinations by the
Company nor any other part of this Section shall
be subject to arbitration.

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Voluntary Income Protection
benefits must be in writing and transmitted to the
Company within 15 days from the date of the
Company's offer in order to be effective. The
provisions of "B" above notwithstanding, an
employee who otherwise meets the requirements of
the Voluntary Income Protection Program may,
however, in advance of a declaration of a surplus
submit a letter to the appropriate Personnel
Placement Bureau indicating his willingness to
accept an offer to leave the service of the
Company under the terms of the Program if an
offer is tendered. Such letters of interest will
remain on file indefinitely, unless withdrawn by
the employee, and considered with all other
requests under this Program.

2. In any force surplus situation where this provision
may be applicable it will not be implemented by the
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Company unless and until employees in the affected
job titles and work locations who are eligible have
had an opportunity to elect to leave the service of the
Company and receive Supplemental Income
Protection benefits.

. Voluntary Income Protection payments for employees

who so elect to leave the service of the Company in
accordance with "1" above shall begin at the next
applicable payroll date after such employee has left
the service of the Company. Payments will not
continue beyond 60 weeks after the employee has left
the service of the Company. Payments wili be made
coincident with normal payroll periods for the work
group in which the recipient was employed
immediately prior to terminating employment.

. For an employee who so elects in accordance with "1"

above, the Company will pay as Voluntary Income
Protection payments:

-- For each year of net credited service up to 10 years,
one week of pay, and

-- For each year of net credited service in excess of 10
years to 20 years, 2 weeks of pay, and

-- For each year of net credited service in excess of 20
years up to 30 years, 3 weeks of pay.

Such pay shall be equal to the recipient's basic rate of
pay at the time of termination of employment. For
any partial year of service, the payments set forth
above will be pro-rated.

. In addition to the payments set forth in 4" above, for

an employee who so elects in accordance with "1"
above, the Company will reimburse the employee for
actual expenses incurred for relocation costs, tuition
or training costs, or job placement expenses related to
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seeking other employment, or any combination
thereof, up to an amount not to exceed $500 for each
year of net credited service (prorated for any partial
year of service) to a maximum of $2,500. Any such
expenses for which reimbursement will be made must
be approved by the Company prior to being incurred
and must be incurred within one year from the date of
termination of employment except that reimbursement
for tuition or training cost will be made for such
expenses incurred within 2 years from the date of
termination of employment.

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
this Section for purposes of determining the periodic
payment and the lump sum reimbursement shall be
pro-rated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee's basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as termination or layoff
allowances are calculated.

. In no event shall the Voluntary Income Protection

payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent of
twice the employee’s annual compensation at the basic
weekly wage rate (or its equivalent) received during
the year immediately preceding the termination of
service. To the extent necessary, the Voluntary
Income Protection payments shall be reduced by the
amount of any such other allowance paid to the
employee so that the combination of Voluntary
Income Protection payments and other allowance
payments does not exceed the equivalent of twice the
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employee's annual compensation at the basic weekly
wage rate (or its equivalent) for the year immediately
preceding the termination of service.

. As used in this Section, "Annual Compensation at the

basic weekly rate (or its equivalent)” or "basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments.

In addition to the conditions set forth in "3" above,
any payments to a recipient hereunder shall be
suspended upon the happening of any of the
following:

a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company

¢. Employment of the recipient by a competitor of the
Company or competitive self-employment.

C. Extended Medical Coverage.

1.

Employees who are not eligible for a service pension
and (1) whose employment is terminated as a result of
layoff or application of the force adjustment
procedures; or (2) who elect to leave the service of
the Company pursuant to the provisions of the
Supplemental Income Protection Program, or the
Voluntary Income Protection Program; or (3) who
elect, pursuant to the technological displacement
provisions in the Agreement, to accept a termination
allowance and leave the service of the Company in
lieu of reassignment to a different job title involving a
reduction in pay or to locations requiring a change in
residence, shall continue to remain eligible for
coverage for up to 12 months under the Company's
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1. Employees laid off under 7.01 C 8 b who are qualified to perform the duties in the
availabie jobs, shall be notified in order of senjority.

a. If the layoff extends beyond three years, the provisions of "1" above shall not
apply unless the laid-off employes files a written application with the Company
within three years following the date of his layoff.

2. Employees laid off under 7.01 C 6 whose periods of layoff have not extended beyond
three years, and who are qualified to perform the duties in the available jobs, sha]l be
notified in seniority order after compliance with 7.02 A 1.

3. Notification under 7.02 A 1 and 2, above, shall be sent to such employee's last known
address.

4. A former employee who wishes to accept such offer of re-employment shall notify the
Company of such intention within nine days and shall normally return to the employ-
ment of the Company within fourteen days from the date of such notification, which
is conclusively to be presumed to have been given as of the date of the mailing of such
notification.

a. Where the time periods specified in 7.02 A 4 above will work an undue hardship
on an empioyee, they may be extended.

5. No impairment which existed at termination of last preceding period of Company ser-
vice shall be considered as just cause for a denial of re-employment.

6. Any employee rehired under the provisions of this section within three years from the-
date of his layoff sball have the continuity of his service protected, and if his layoff
was not for more than six months duration, he shall be allowed service credit for such’
layoff unless it began within twelve months of @ previous layoff.

7.03 Voluntary Income Protection Program.

180

A. If during the term of this Agreement, the Company notifies the Union in writing that tech-

nological change (defined as changes in equipment or mesthods of operation) has or will
create a surplus in any job title in any work location which will necessitate layoffs or invo-
funtary permanent reassignments of regulor employees to different job titles involving a
reduction in pay or to locations requiring a change of residence, or if a force surplus neces-
sitating any of the above action exists for reasons other than technological change and the
Company deems it appropriate, employees (i) who are under the normal retirement age as
defined in the Bell System Pension Plam (BSPP) or its applicable successor plan as of the
effective date of termination of employment in the affected job titles and work locations (ii)
who have at least two years of net credited service and (iii) who are not cligible for a ser-
vice pension under the terms of the Bell System Pension Plan (BSPP) or its applicable suc-
cessor plan or Supplemental Income Prolection payments, as of the effective date of the ter-
mination of employment, may elect, in the order of seniority, and to the extent necessary to
relieve the surplus, to leave the service of the Company and receive Voluntary Income Fro-
tection benefits descrided in this Article subject to the following conditions:

1. The Company shall determine the job titles and work locations in which a surplus
exists, the number of employess in such titles ond locations who are considersd to be
surplus, and the period during which the employee may, if he or she so elects, leave the
service of the Company pursuant to this Article. Neither such determinations by the
Company nor any other part of this Article shall be subject to arbitration.

2. The number of employees who may make such election shall not exceed the number of
employees determined by the Company to be surplus.

3. An employee’s election to leave the service of the Company and receive Volnmap
Income Protection benefits must be in writing and transmitted to the Company within
15 days from the date of the Company’s offer in order tw be effective.
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B. In any force surplus situation where this provision may be applicable it will not be imple-

mented by the Company unless and until employess in the affected job titles and work loca-
tions who are eligible have had an opportunity to elect to leave the service of the Company
and receive Suppiemental Income Protection benefits.

Voluntary Income Protection payments for employees who so elect to leave the service of the
Company in accordance with Paragraph "A” shall begin at the next applicable payroil date
after such empioyee has left the service of the Company. Payments will not continue
beyond (i) 60 weeks after the employee has left the service of the Company; or (ii}) the end
of the month in which the recipient attains normal retirement age as defined in the BSPP
or its applicable successor plan, whichever occurs earlier. Payments will be made on a

semi-monthly basis.

For an employee who so elects in accordance with Paragraph "A°, the Company will pay as
Voluntary Income Protection paymenis:

1. for each year of Ret credited service up to ten (10} years, one week of pay; and

2. for each year of net credited service in excess of ten (10) years up to twenty (20) yecrs,
two weeks of pay; and

3. for each year of net credited service in excess of twenty (20) years up to thirty (30)
years, three weeks of pay.

Such pay shall be equal to the recipient’s basic rate of pay at the time of termination of
employment, For any partial year of service, the payments set forth above will be prorated,

In addition to the payments set forth in Paragraph "', for an employee who 30 elects in
accordance with Paragraph “A", the Company will reimburse the employee for actual
expenses incurred for relocation costs, tuition or training costs, or job placement expenses
related to seeking other employment, or any combination thereof, up to an amount not to
exceed $500 for each year of net credited service (prorated for any partial year of service) to
a maximum of $2,500. Any such expenses for which reimbursement will be made must be
approved by the Company prior to being incurred and must be incurred within one year
from the date of termination of employment except that reimbursement for tuition or train-
ing cost will be made for such expenses incurred within two years from the date of termina-
tion of employment.

The years of net credited service and the final full-time basic weekly or equivalent wage rate
as used in this Article for purposes of determining the periodic payment and the lump sum
reimbursement shall be prorared for any period of time during which an e¢mployee is
employed on a part-time basis in the proportion of suck employee’s basic rate of pay during
any such period to the basic rate of pay for an equivalent full-time employee in the same
Jjob title, classification, and work group during the same period in the same manner as ter-
mination or layoff allowances are calculated.

In no event shall the Voluntary Income Protection payments (including any lump sum
reimbursement) and any other allowance paid exceed the equivaient of twice the employee’s
annual compensation at the basic weekly wage rate (or its equivalent) received during the
year immediately preceding the termination of service. To the extent necessary, the Volun-
tary Income Prouction payments shall be reduced by the amount of any such other
allowance paid to the employee so that the combination of Voluntary Incoms Protection
payments and other allowance payments does not excesd the equivaleni of twice the
employee’s annual compensation at the basic weekly wage rate (or its equivalent; for the
year immadiately preceding the termination of service.

As used in this Article, "annual compensation at the basic weekly rate (or its equivalent)”
or “basic weekly wage rate (or its equivalent)” do not include tour or temporary

differentials, overtime pay, or other extra payments.
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In addition to the conditions set forth above, any payments w a recipient hereunder shall
be suspended upon the happening of any of the following:

1. reemployment of the recipient by the Company; or

2. employment of the recipient by an affiliate or subsidiary company within the same con-
trol group of companies as is the Company,

7.04 Supplemental Income Protection Plan.

182

A. If during the term of this Agreemens, the Company notifies the Union in writing that tech-

nological change (defined as changes in equipment or methods of operation) has or will
create a surplus in any job title in a work location which will necessitate layoffs or invo-
luntary permanent reassignments of regular employees to different job titles involving a
reduction in pay or to work locations requiring a change of residence, or if a force surplus
necessitating any of the above actions exists for reasons other than technological change
and the Company deems it appropriate, employses under the normal retirement age as
defined in the Bell System Pension Plan (BSPP) or its applicable successor Plan, as of the
effective date of termination of employment, (whether or not eligible for a service pension)
in the affected job titles and work locations who have at least twenty years of net credited
service and whose age and years of net credited service, in sum, total seventy-five or more
as of the effective date of the termination of employment, may elect, in the order of senior-
ity, and to the extent necessary to relieve the surplus, to leave the service of the Company
and receive Supplemental Income Protection benefits described in Paragraph "D° of this
Article subject to the following conditions: -

1. The Company shall determine the job titles and work locations in which s surplus
exists, the number of employees in such titles and locations who are considered o0 be
surplus, and the period during which the employee may, if he or she so elects, leave
the service of the Company pursuant to this Article. Neither such determinations by
the Company nor any other part of this Article shall be subject to arbitration.

2. The number of employeses who may make such election shall not exceed the number
of employees determined by the Company to be surplus.

3. An employee's election to leave the service of the Company and receive Supplemental
Income Protection benefits must be in writing and transmitted to the Company within
15 days from the date of the Company’s offer in order to be effective and it may not
be revoked after such 15 day period.

Subject to the limitations in Paragraphs "D" and “E°, employees who 30 elect to leave the
service of the Company and receive Supplemental Income Protection benefits may receive
in combination with such benefits either (i) 3 retirement service pension if eligible for such
pension or, if not eligible, (i) a termination allowance, if otherwise entitled, in an amount
determined in accordance with basic contract provisions, but not both.

Supplemental Income Protection payments for employees who so elect 1o leave the service
of the Company in accordance with Paragraph “A" shall begin within one month after
such employee has left the service of the Company to continue until (i) 48 payments have
been made; or (ii) the end of the month in which the recipient attains normal retirement
age as defined in the BSPP, or its applicable successor plan, whichever occurs earlier.

For an empioyee who $0 elects in accordance with Paragraph "A" the Company will pay
monthly as Suppiemental Income Protection payments; (i) 38.00 for each year of met
credited service (including a pro-rated amount for any partial year of service) plus (ii)
40% of the final full-time basic weekly or equivalent wage rate for the employee’s job title
and location adjusted as set forth in Paragraph "E- for any periods of part-time service of
the employee. In no case, however, shall the monthly payment hereunder exceed in aggre-
gate a total of $400.00 per month. In addition to the monthly benefits, for an employee
who so elects in accordance with Paragraph "A°, the Company will pay a lump sum pay-
ment based on years of net credited service (pro-roted for part-time service as set forth in
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Paragraph "E" as follows:)

Less than 25 years 32000
25 to 30 years 32500
Over 30 years 33000

5“‘-"{ lump sum payment will be made within sixty {60) days after the employee has left the
service of the Company or, at the employee’s option, will be made in the first quarter of the
calendar year following the employee’s termination of service. The maximum amount of

Supplmmul Income Protection benefits payable including any lump sum paymens shali
in no event exceed a total of $22,200.

The years of net credited service and the final full-time basic weekly or equivalent wage rate
as used in the preceding paragraph for purposes of determining the monthly payment and
the lump sum payment shail be pro-rated for any period of time during whick an employee
is employed on o part-time basis in the proportion of such employee’s basic rate of pay dur-
ing any such period to the basic rate of pay for an eguivalent full-time employee in the
same job title, classification, and work group during the same period in the same manner
as caleulated in the BSPP or its applicable successor plan.

In no event shali the combination of Supplementa} Income Protection payments (including
any lump sum paymenis) and any termination, layoff or similar allowance paid exceed the
equivalent of twice the employee’s annual compensation at the basic weekly wage rate (or
its equivalent) received during the year immediately preceding the termination of service.
To the extent necessary, Supplemental Income Protection psyments shall be reduced by the
amount of any termination, layoff or similar allowance paid to the employee 50 that the
combination of Supplemental Income Protection payments and termination or other
allowance payments does not exceed the equivalent of twice the employee’s annual com-
pensation st the basic weekly wage rate (or its equivalent) for the year immediately preced.
ing the termination of service.

As used in this Article, "annual compensation at the basic weekly rate (or its equivalent)”
or "basic weekly wage rate (or its equivalent)” do not include tour or temporary
differentials, overtime pay, or other extra payments.

In addition to the conditions set forth above, any payments to a recipient hereunder shall
be suspended upon the happening of any of the following:

1. reemployment of the recipient by the Company; or

2. employment of the recipient By an affiliate or subsidiary company within the same con-
trol group of companies as is the Company.

Article 8
EMPLOYMENT TERMINATION

8.01 Termination Allowance.
A. A termination allowance shall be paid 10 a regular or temporary employee whose service is

183

terminated under any of the conditions outlined below:
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8.06

E. In all other instances in which an employee is involved
in an interdepartmental transfer, or a reclassification
within his department, to a lower-rated job, his rate of
;9)a3r3 ]sjl';all be computed as follows: (SB 8.05C, SCB

1.

His rate of pay will not be reduced if it is not above
the maximum rate for the new job and he shall con-
tinue at such rate until his wage experience credit en-
titles him to an increase on the scale for his new job.
He shall receive initial credit for wage length of serv-
ice on the new job in an amount equal to the wage
length of service credited to him in his old job, except
that if he had formerly held a job in the lower classifi-
cation to which he is being reclassified, his wage expe-
rience credit will be established as the wage experi-
ence credit formerly attained in the lower classifica-
tion plus the time spent on the higher job or jobs, sub-.
ject to any adjustments as provided in Section 2.02,
when applicable. (SB 8.05C1, SCB 9.03D1 & D1a)

. If his rate of pay is above the maximum for his new

job, his rate of pay shall be reduced to that maximum.
(SB 8.05C2, SCB 9.03D2)

F. Employees involuntarily transferred under the provi-
sions of 12.04 shall have the right to claim the job from
which they were moved if the job should become avail-
able within five years after such move. (SB 8.05F, SCB
None)

Supplemental Income Protection Program, Voluntary In-
come Protection Program, and Extended Medical Cover-

age:

A. Supplemental Income Protection Program.
1. If during the term of this agreement, the Company

notifies the Union in wnting that technological
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in a work location which will
necessitate lay-offs or involuntary permanent reas-
signments of regular employees to different job titles
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involving a reduction in pay or to work locations re-
quiring a change of residence, or if a force surplus ne-
cessitating any of the above actions exists for reasons
other than technological change and the Company
deems it appropriate, employees under the manda-
tory retirement age as defined in the BellSouth Pen-
sion Plan (BSPP) as of the effective date of termina-
tion of employment (whether or not eligible for a
service pension) in the affected job titles and work lo-
cations who have at least twenty years of net credited
service and whose age and years of net credited serv-
ice, in sumn, total seventy-five or more as of the effec-
tive date of the termination of employment, may
elect, in the order of seniority, and to the extent nec-
essary to relieve the surplus, to leave the service of the
Company and receive Supplemental Income Protec-
tion benefits described in this Section subject to the
following conditions: (SB 8.07A1, SCB 7.04A)

a. The Company shall determine the job titles and
work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he or she so elects,
leave the service of the Company pursuant to this
Section. Neither such determination by the Com-
pany nor any other part of this Section shall be sub-
ject to arbitration. (SB 8.07Ala, SCB 7.04A1)

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus. (SB
8.07A1b, SCB 7.04A2)

c. An employee’s election to leave the service of the
Company and receive Supplemental Income Pro-
tection benefits must be in writing and transmitted
to the Company within fifteen days from the date
of the Company’s offer in order to be effective and
it may not be revoked after such fifteen day pe-
riod. (SB 8.07A1c, SCB 7.04A3)
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2. Subject to limitations in this Article, employees who

so elect to leave the service of the Company and re-
ceive Supplemental Income Protection benefits may
receive in combination with such benefits either (1) a
retirement service pension if eligible for such pension
or, if not eligible, (2) a termination allowance, if oth-
erwise entitled, in an amount determined in accor-
dance with basic contract provisions, but not both.
(SB 8.07A2, SCB 7.04B)

. Supplemental Income Protection payments for em-

ployees who so elect to leave the service of the Com-
pany in accordance with Paragraph “1” shall begin
within one month after such employee has left the
service of the Company to continue until 48 pay-
ments have been made. (SB 8.07A3, SCB 7.048)

. For an employee who so elects in accordance with -

Paragraph 1, the Company will pay monthly as Sup- .
plemental Income Protection Payments; (1) $8.00 for
each year of net credited service (including a prorated
amount for any partial year of service) plus (2) 40%
of the final full-time basic weekly or equivalent wage
rate for the employee’s job title and location adjusted
as set forth in Paragraph 5 for any periods of part-
time service of the employee. In no case, however,
shall the monthly payment hereunder exceed in ag-
gregate a total of $400.00 per month. In addition to
the monthly benefits, for an employee who so elects
in accordance with Paragraph 1, the Company will
pay a lump sum payment based on years of net cred-
ited service (pro-rated for part-time service as set
forth in Paragraph 5) as follows:

Less than 25 Years.....couerineeeeecrnnns $2000
2510 30 Years....ooveveeeeremsnnieeeececccnes $2500
30 Years and Over.....eccceeeeeeerisene $3000

Such lump sum payment will be made within sixty
days after the employee has left the service of the
Company or at the employee’s option will be made in
the first quarter of the calendar year following the
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employee’s termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable including any lump sum payment shall in no
givggltj ;.xceed a total of $22,200. (SB 8.07A4, SCB

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump sum payment
shall be pro-rated for any period of time during
which an employee is employed on a part-time basis
in the proportion of such employee’s basic rate of pay
during any such period to the basic rate of pay for an

equivalent full-time employee in the same job title, -

classification, and work group during the same period
in the same manner as calculated in the BSPP. (SB
8.07A5, SCB 7.04E)

. In no event shall the combination of Supplemental

Income Protection Payments (including any lump
sum payment) and any termination, lay-off or similar
allowance paid exceed the equivalent of twice the em-
ployee’s annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protec-
tion payments shall be reduced by the amount of any
termination layoff or similar allowance paid to the
employee so that the combination of Supplemental
Income Protection payments and termination or
other allowance payments does not exceed the
equivalent of twice the employee’s annual compensa-
tion at the basic weekly wage rate (or its equivalent)
for the year immediately preceding the termination
of service. (SB 8.07A6, SCB 7.04

. As used in this Section, “annual compensation at the

basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07A7, SCB 7.04G)
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8. In addition to the conditions set forth above any

payments to a recipient hereunder shall be suspended
upon the happening of any of the following: (SB
8.07A8, SCB 7.04

a. Re-employment of the recipient by the Company;
(SB 8.07A8a, SCB 7.04H1)

b. Employment of the recipient by an affiliate or sub-
sidiary company within the same control group of
9,0&111:33)1& as is the Company. (SB 8.07A8b, SCB

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

B. Voluntary Income Protection Program.
1. If during the term of this Agreement, the Company

notifies the Union in writing that technological -
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in any work location which
will necessitate lay-offs or involuntary permanent
reassignments of r:gu.lar employees to different job
titles involving a reduction in pay or to locations re-
quiring a change of residence, or if a force surplus ne-
cessitating any of the above actions exists for reasons
other than technological change and the Company
deems it appropriate, employees (1) who are under
the mandatory retirement age as defined in the
BellSouth Pension Plan (BSPP) as of the effective
date of termination of employment in the affected
job titles and work locations, (2) who have at least
two years of net credited service and (3) who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental In--
come Protection payments, as of the effective date of
the termination of employment, may elect, in the or-
der of seniority, and to the extent necessary to relieve
the surplus, to leave the service of the Company and
receive Voluntary Income Protection benefits de-
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scribed in this section subject to the following condi-
tions: (SB 8.07B1, SCB 7.03A)

a.

The Company shall determine the job titles and
work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he so elects, leave the
service of the Company pursuant to this section.
Neither such determinations by the Company nor
any other part of this Section shall be subject to ar-
bitration. (SB 8.07Bla, SCB 7.03A1)

. The number of employees who may make such

election shall not exceed the number of employees
determined by the Company to be surplus. (SB
8.07B1b, SCB 7.03A2)

. An employee’s election to leave the service of the

Company and receive Voluntary Income Protec-
tion benefits must be in writing and transmitted to
the Company within 15 days from the date of the
Company’s offer in order to be effective. The pro-
visions of Paragraph B above notwithstanding, an
employee who otherwise meets the requirements
of the Voluntary Income Protection Pro may,
however, in advance of a declaration of a surplus
submit a letter to the appropriate Personnel Place-
ment Bureau indicating his willingness to accept an
offer to leave the service of the Company under
the terms of the Program if an offer 1s tendered.
Such letters of interest will remain on file indefi-
nitely, unless withdrawn by the employee, and con-
sidered with all other requests under this Program.
(SB 8.07B1c, SCB 7.03A3)

. In any force surplus situation where this provision

may be applicable it will not be implemented by the
Company unless and until employees in the affected
job titles and work locations who are eligible have
had an opportunity to elect to leave the service of the
Company and receive Supplemental Income Protec-
tion benefits. (SB 8.07B2, SCB 7.03B)
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3. Voluntary Income Protection payments for employ-
ees who so elect to leave the service of the Company
in accordance with Paragraph 1 shall begin at the
next applicable payroll date after such employee has
left the service of the Company. Payments will not
continue beyond 60 weeks after the employee has
left the service of the Company. Payments will be
made coincident with normal payroll periods for the
work group in which the recipient was employed im-
mediately prior to terminating employment. (SB
8.07B3, SCB 7.03C)

4. For an employee who so elects in accordance with
Paragraph 1, the Company will pay as Voluntary In-
come Protection payments:

—— For each year of net credited service up to ten
years, one week of pay, and :

~= For each year of net credited service in excess of
ten years to twenty years, two weeks of pay, and

—— For each year of net credited service in excess of
twenty years up to thirty years, three weeks of

pay.
Such pay shall be equal to the recipient’s basic rate of
pay at the time of termination of employment. For

any partial year of service, the payments set forth
above will be pro-rated. (SB 8.07B4, SCB 7.03D)

5. In addition to the payments set forth in Paragraph 4,
for an employee who so elects in accordance with
Paragraph 1, the Company will reimburse the em-
ployee for actual expenses incurred for relocation
costs, tuition or training costs, or job placement ex-
penses related to seeking other employment, or any
combination thereof, up to an amount not to exceed
$500 for each year of net credited service (pro-rated.
for any partial year of service) to a maximum of
$2,500. Any such expenses for which reimbursement

- will be made must be ap£rovcd by the Company
prior to being incurred and must be incurred within
one year from the date of termination of employment
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except that reimbursement for tuition or training cost
will be made for such expenses incurred within two
years from the date of termination of employment.
(SB 8.07BS, SCB 7.03E)

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
this Section for purposes of determining the periodic
payment and the lump sum reimbursement shall be
pro-rated for any period of time during which an em-
ployee is employed on a part-time basis in the pro-
portion of such employee’s basic rate of pay during
any such period to the basic rate of pay for an equiva-
lent full-time employee in the same job title, classifi-
cation, and work group during the same period in the
same manner as termination or layoff allowances are
calculated. (SB 8.07B6, SCB 7.03F)

. In no event shall the Voluntary Income Protection

payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent
of twice the employee’s annual compensation at the
basic weekly wage rate (or its equivalent) received
during the year immediately preceding the termina-
tion of service. To the extent necessary, the Volun-
tary Income Protection payments shall be reduced by
the amount of any such other allowance paid to the
employee so that the combination of Voluntary In-
come Protection payments and other allowance pay-
ments does not exceed the equivalent of twice the
employee’s annual compensation at the basic weekly
wage rate (or its equivalent) for the year immediately
pr ing the termination of service. (SB 8.07B7,
SCB 7.0§G)

. As used in this Section, “Annual Compensation at the

basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07B8, SCB 7.03

. In addition to the conditions set forth in Paragraph 3,

any payments to a recipient hereunder shall be sus-
126
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pended upon the happening of any of the following:
(SB 8.07B9, SCB 7.851‘) ¢ &

a. Re-employment of the recipient by the Company;
(SB 8.07B9%a, SCB 7.0311)

b. Employment of the recipient by an affiliate or sub-
sidiary company within the same control group of
%O(%?S;lies as is the Company. (SB 8.07B9b, SCB

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

C. Extended Medical Coverage.
1. Employees who are not eligible for a service pension

and (1) whose employment is terminated as a result
of layoff or application of the force adjustment proce-
dures; or (2) who elect to leave the service of the

‘Company pursuant to the provisions of the Supple-

mental Income Protection Program, or the Voluntary
Income Protection Program; or (3) who elect, pursu-
ant to the technological displacement provisions in
the Local Agreement, to accept a termination allow-
ance and leave the service of the Company in lieu of
reassignment to a different job title involving a reduc-
tion in pay or to locations requiring a change in resi-
dence, shall continue to remain eligible for coverage
for up to twelve (12) months under the Company’s
Medical Expense Plan or its successor plan, as fol-
lows: (SB 8.07C1, SCB None)

a. An employee whose net credited service is five (5)
years or more will be eligible for coverage at Com-
pany expense for a period of six (6) months follow-
ing the month in which employment is terminated.
The employee may elect to continue such coverage
for an additional six (6) months at the employee’s -
expense by paying the monthly premium amount.
(SB 8.07C1a, SCB None)

b. An employee whose net credited service is at least
one (1) year but less than five (5) years will be eli-
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Article 8

E. In all other instances in which an employee is involved in
an interdepartmental transfer, or a reclassification within
his department, to a lower-rated job, his rate of pay shall
be computed as follows:

1. His rate of pay will not be reduced if it is not above
the maximum rate for the new job and he shall
continue at such rate until his wage experience credit
entitles him to an increase on the scale for his new
job. He shall receive initial credit for wage length of
service on the new job in an amount equal to the
wage length of service credited to him in his old job,
except that if he had formerly held a job in the lower
classification to which he is being reclassified, his
wage experience credit will be established as the
wage experience credit formerly attained in the lower
classification plus the time spent on the higher job or
jobs, subject to any adjustments as provided in 2.02,
when applicable.

2. If his rate of pay is above the maximum for his new
job, his rate of pay shall be reduced to that maximum.

F. Employees involuntarily transferred under the provisions
of 12.04 shall have the right to claim the job from which
they were moved if the job should become available
within 5 years after such move.

8.06 Supplemental Income Protection Program, Voluntary
Income Protection Program, and Extended Medical
Coverage:

A. Supplemental Income Protection Program.

1. If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in 1.30 as changes in equipment or

195 methods of operation) has or will create a surplus in
any job title in a work location, which will necessitate
lay-offs or involuntary permanent reassignments of

FOLNAEN 2678



8.05E - 8B.06Alc

196

regular employees to different job titles involving a
reduction in pay or to work locations requiring a
change of residence, or if a force surplus necessitating
any of the above actions exists for reasons other than
technological change and the Company deems it
appropriate, employees in the affected job titles and
work locations who have at least 20 years of net
credited service and whose age and years of net
credited service, in sum, total 75 or more as of the
effective date of the termination of employment, may
elect, in the order of seniority, and to the extent
necessary to relieve the surplus, to leave the service
of the Company and receive Supplemental Income
Protection benefits described in this Section subject to
the following conditions: |

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he or she so
elects, leave the service of the Company pursuant
to this Section. Neither such determination by the
Company nor any other part of this Section shall
be subject to arbitration.

b. The number of employees who may make such

election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the

Company and receive Supplemental Income
Protection benefits must be in writing and
transmitted to the Company within 15 days from
the date of the Company's offer in order to be
effective and it may not be revoked after such 15
day period.

FOINOEM 882671



2. Subject limitations in this Artic employees wﬁ;

197

so elect to leave the service of the Company and
receive Supplemental Income Protection benefits may
receive in combination with such benefits either (1) a
retirement service pension if eligible for such pension
or, if not eligible, (2) a termination allowance, if
otherwise entitled, in an amount determined in
la;cclc:rdance with basic contract provisions, but not
oth.

Supplemental Income Protection payments for
employees who so elect to leave the service of the
Company in accordance with "1" above shall begin
within one month after such employee has left the
service of the Company to continue until 48 payments
have been made.

For an employee who so elects in accordance with "1"
above, the Company will pay monthly as
Supplemental Income Protection Payments; (1) $8.00
for each year of net credited service (including a
prorated amount for any partial year of service) plus
(2) 40% of the final full-time basic weekly or
equivalent wage rate for the employee's job title and
location adjusted as set forth in "5" below for any
periods of part-time service of the employee. In no
case, however, shall the monthly payment hereunder
exceed in aggregate a total of $400.00 per month. In
addition to the monthly benefits, for an employee
who so elects in accordance with "1" above, the
Company will pay a lump sum payment based on
years of net credited service (pro-rated for part-time
service as set forth in "5" below) as follows:

Less than 25 Years...ccocevvveeevnnnnnn. $2000
25 to 30 Years..oooovecreieeiieuenenenens | $2500
30 Years and Over......cocevvvenvennnnn. $3000
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Such lump sum payment will be made within 60 days
after the employee has left the service of the
Company or at the employee's option will be made in
the first quarter of the calendar year following the
employee's termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable including any lump sum payment shall in no
event exceed a total of $22,200.

5. The years of net credited service and the final full-
time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump $um payment shall
be pro-rated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee's basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as calculated in the BSPP.

6. In no event shall the combination of Supplemental
Income Protection Payments (including any lump sum
payment) and any termination, lay-off or similar
allowance paid exceed the equivalent of twice the
employee's annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protection
payments shall be reduced by the amount of any
termination, layoff or similar allowance paid to the
employee so that the combination of Supplemental
Income Protection payments and termination or other -
allowance payments does not exceed the equivalent of
twice the employee's annual compensation at the basic
weekly wage rate (or its equivalent) for the year
immediately preceding the termination of service.
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7. AL ased in this Section, "ani,ual compensation at the

basic weekly rate (or its equivalent)” or "basic weekly
wage rate (or its equivalent)" do not include tour or
temporary differentials, overtime pay, or other extra
payments.

In addition to the conditions set forth above, any
payments to a recipient hereunder shall be suspended
upon the happening of any of the following:

a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company :

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

B. Voluntary Income Protection Program.

I.

If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in 1.30 as changes in equipment or
methods of operation) has or will create a surplus in
any job title in any work location which will
necessitate lay-offs or involuntary permanent

‘reassignments of regular employees to different job

titles involving a reduction in pay or to locations
requiring a change of residence, or if a force surplus
necessitating any of the above actions exists for
reasons other than technological change and the
Company deems it appropriate, employees in the
affected job titles and work locations, who have at
least 2 years of net credited service and who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental
Income Protection payments, as of the effective date
of the termination of employment, may elect, in the
order of seniority, and to the extent necessary to
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relieve the surplus, to leave the service of the
Company and receive Voluntary Income Protection
benefits described in this section subject to the
following conditions:

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he so elects,
leave the service of the Company pursuant to this
section. Neither such determinations by the
Company nor any other part of this Section shall
be subject to arbitration.

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Voluntary Income
Protection benefits must be in writing and
transmitted to the Company within 15 days from
the date of the Company's offer in order to be
effective.  The provisions of "B" above
notwithstanding, an employee who otherwise
meets the requirements of the Voluntary Income
Protection Program may, however, in advance of
a declaration of a surplus submit a letter to the
appropriate Personnel Placement Bureau
indicating his willingness to accept an offer to
leave the service of the Company under the terms
of the Program if an offer is tendered. Such
letters of interest will remain on file indefinitely,
unless withdrawn by the employee, and
considered with all other requests under this
Program. :
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2.

[ 1y force surplus situai n where this provision
may be applicable it will not be implemented by the
Company unless and until employees in the affected
job titles and work locations who are eligible have
had an opportunity to elect to leave the service of the
Company and receive Supplemental Income
Protection benefits.

Voluntary Income Protection payments for employees
who so elect to leave the service of the Company in
accordance with "1" above shall begin at the next
applicable payroll date after such employee has left
the service of the Company. Payments will not
continue beyond 60 weeks after the employee has left
the service of the Company. Payments will be made
coincident with normal payroll periods for the work
group in which the recipient was employed
immediately prior to terminating employment.

For an employee who so elects in accordance with "1"
above, the Company will pay as Voluntary Income
Protection payments:

-- For each year of net credited service up to 10
years, one week of pay, and

-- For each year of net credited service in excess of
10 years to 20 years, 2 weeks of pay, and

-- For each year of net credited service in excess of
20 years up to 30 years, 3 weeks of pay.

Such pay shall be equal to the recipient’s basic rate of
pay at the time of termination of employment. For
any partial year of service, the payments set forth
above will be pro-rated. ‘

In addition to the payments set forth in "4" above, for
an employee who so elects in accordance with "1"
above, the Company will reimburse the employee for
actual expenses incurred for relocation costs, tuition
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or training costs, or job placement expenses related to
seeking other employment, or any combination
thereof, up to an amount not to exceed $500 for each
year of net credited service (pro-rated for any partial
year of service) to a maximum of $2,500. Any such
expenses for which reimbursement will be made must
be approved by the Company prior to being incurred
and must be incurred within one year from the date of
termination of employment except that reimbursement
for tuition or training cost will be made for such

expenses incurred within 2 years from the date of

termination of employment.

The years of net credited service and the final full-
time basic weekly or equivalent wage rate as used in
this Section for purposes of determining the periodic
payment and the lump sum reimbursement shall be
pro-rated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee's basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as termination or layoff
allowances are calculated.

In no event shall the Voluntary Income Protection
payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent of
twice the employee's annual compensation at the basic
weekly wage rate (or its equivalent) received during
the year immediately preceding the termination of
service. To the extent necessary, the Voluntary
Income Protection payments shall be reduced by the
amount of any such other allowance paid to the
employee so that the combination of Voluntary
Income Protection payments and other allowance
payments does not exceed the equivalent of twice th
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er..ployee’s annual compensaiion at the basic weekT;
wage rate (or its equivalent) for the year immediately
preceding the termination of service.

As used in this Section, "Annual Compensation at the
basic weekly rate (or its equivalent)” or "basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments.

In addition to the conditions set forth in "3" above,
any payments to a recipient hereunder shall be
suspended upon the happening of any of the
following:

a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company

c. Employment of the recipient by a competitbr of
the Company or competitive self-employment.

C. Extended Medical Coverage.

1.

Employees who are not eligible for a service pension
and (1) whose employment is terminated as a result of
layoff or application of the force adjustment
procedures; or (2) who elect to leave the service of
the Company pursuant to the provisions of the
Supplemental Income Protection Program, or the
Voluntary Income Protection Program; or (3) who
elect, pursuant to the technological displacement
provisions in the Agreement, to accept a termination
allowance and leave the service of the Company in
lieu of reassignment to a different job title involving a
reduction in pay or to locations requiring a change in
residence, shall continue to remain eligible for
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8.06

that if he had formerly held a job in the lower classifi-
cation to which he is being reclassified, his wage expe-
rience credit will be established as the wage experi-
ence credit formerly attained in the lower classifica-
tion plus the time spent on the higher job or jobs, sub-
ject to any adjustments as provided in Section 2.02,
when applicable. (SB 8.05C1, SCB 9.03D1 & D1la)

2. If his rate of pay is above the maximum for his new
job, his rate of pay shall be reduced to that maximum.
(SB 8.05C2, SCB 9.03D2)

F. Employees involuntarily transferred under the provi-
sions of 12.04 shall have the right to claim the job from
which they were moved if the job should become avail-
able within five years after such move. (SB 8.05F, SCB
None)

Supplemental Income Protection Program, Voluntary In-
come Protection Program, and Extended Medical Cover-
age. '
A. Supplemental Income Protection Program.

1. If during the term of this agreement, the Company
notifies the Union in writing that technological
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in a work location which will
necessitate lay-offs or involuntary permanent reas-
signments of regular employees to different job titles
involving a reduction in pay or to work locations re-
quiring a change of residence, or if a force surplus ne-
cessitating any of the above actions exists for reasons
other than technological change and the Company
deems it appropriate, employees under the manda-
tory retirement age as defined in the BellSouth Pen-
sion Plan (BSPP) as of the effective date of termina-
tion of employment (whether or not eligible for a
service pension) in the affected job titles and work lo-
cations who have at least twenty years of net credited"
service and whose age and years of net credited serv-
ice, in sum, total seventy-five or more as of the effec-
tive date of the termination of employment, may
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elect, in the order of seniority, and to the extent nec-
essary to relieve the surplus, to leave the service of the
Company and receive Supplemental Income Protec-
tion benefits described in this Section subject to the
following conditions: (SB 8.07A1, SCB 7.04A)

a. The Company shall determine the job titles and
work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he or she so elects,
leave the service of the Company pursuant to this
Section. Neither such determination by the Com-
pany nor any other part of this Section shall be sub-
ject to arbitration. (5B 8.07A1a, SCB 7.04A1)

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus. (SB
8.07A1b, SCB 7.04A2)

¢. An employee’s election to leave the service of the
Company and receive Supplemental Income Pro-
tection benefits must be in writing and transmitted
to the Company within fifteen days from the date
of the Company’s offer in order to be effective and
it may not be revoked after such fifieen day pe-
riod. (SB 8.07Alc, SCB 7.04A3)

2. Subject to limitations in this Article, employees who
so elect to leave the service of the Company and re-
ceive Supplemental Income Protection benefits may
receive in combination with such benefits either (1) a
retirement service pension if eligible for such pension
or, if not eligible, (2) a termination allowance, if oth-
erwise entitled, in an amount determined in accor-
dance with basic contract provisions, but not both.
(SB 8.07A2, SCB 7.04B)

3. Supplemental Income Protection payments for em-
ployees who so elect to leave the service of the Com-
pany in accordance with Paragraph “1” shall begin
within one month after such employee has left the
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service of the bompany to continue until 48 pay-
ments have been made. (SB 8.07A3, SCB 7.04

. For an employee who so elects in accordance with

Paragraph “1”, the Company will pay monthly as
Supplemental Income Protection Payments; (1)
$8.00 for each year of net credited service (including
a prorated amount for any partial year of service) plus
(2) 40% of the final full-time basic weekly or equiva-
lent wage rate for the employee’s job title and loca-
tion adjusted as set forth in Paragraph 5 for any peri-
ods of part-time service of the employee. In no case,
however, shall the monthly payment hereunder ex-
ceed in aggregate a total of $400.00 per month. In
addition to the monthly benefits, for an employee
who so elects in accordance with Paragraph “1”, the
Company will pay a lump sum payment based on
years of net credited service (pro~rated for part-time
service as set forth in Paragraph “5”) as follows:

Less than 25 Years...ccocmeeeeecerccnnnes $2000
2510 30 Years...ooveeereceerrienreeessnseee $2500
30 Years and OVer.....eevevereernessenns $3000

Such lump sum payment will be made within sixty
days after the employee has left the service of the
Company or at the employee’s option will be made in
the first quarter of the calendar year following the
employee’s termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable incluging any lump sum payment shall in no
event exceed a total of $22,200. (SB 8.07A4, SCB
7.04D)

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump sum payment
shall be pro-rated for any period of time during
which an employee is employed on a part-time basis
in the proportion of such employee’s basic rate of pay
during any such period to the basic rate of pay for an
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equivalent full-time employee in the same job title,
classification, and work group during the same period
In the same manner as calculated in the BSPP. (SB
8.07A5, SCB 7.04E)

. In no event shall the combination of Supplemental

Income Protection Payments (including any lump
sum payment) and any termination, lay-off or similar
allowance paid exceed the equivalent of twice the em-
ployee’s annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protec-
tion payments shall be reduced by the amount of any
termination layoff or similar allowance paid to the
employee so that the combination of Supplemental
Income Protection payments and termination or
other allowance payments does not exceed the
equivalent of twice the employee’s annual compensa-
tion at the basic weekly wage rate (or its equivalent)
for the year immediately preceding the termination
of service. (SB 8.07A6, SCB 7.04F)

. As used in this Section, “annual compensation at the
P

basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07A7, SCB 7.04G)

. In addition to the conditions set forth above any

payments to a recipient hereunder shall be suspended
upon the happening of any of the following: (SB
8.07A8, SCB 7.04H)

a. Re~-employment of the recipient by the Company;
(SB 8.07A8a, SCB 7.04H1)

b. Employment of the recipient by an affiliate or sub-
sidiary company within the same control groug of
companies as is the Company; (SB 8.07A8b, SCB
7.04H2)
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c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

(New)

B. Voluntary Income Protection Program.
1. If during the term of this Agreement, the Company

notifies the Union in writing that technological
change (defined in Paragraph 1.30 as changes in
equipment or methods of operation) has or will create
a surplus in any job title in any work location which
will necessitate lay-offs or involuntary permanent
reassignments of regular employees to different job
titles involving a reduction in pay or to locations re-
quiring a change of residence, or if a force surplus ne-
cessitating any of the above actions exist for reasons
other than technological change and the Company
deems it appropriate, employees (1) who are under
the mandatory retirement age as defined in the
BellSouth Pension Plan (BSPP) as of the effective
date of termination of employment in the affected
job titles and work locations, (2) who have at least
two years of net credited service and (3) who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental In-
come Protection payments, as of the effective date of
the termination of employment, may elect, in the or-
der of seniority, and to the extent necessary to relieve
the surplus, to leave the service of the Company and
receive Voluntary Income Protection benefits de-
scribed in this section subject to the following condi-
tions: (SB 8.07B1, SCB 7.03A)

a. The Company shall determine the job titles and
“work locations in which a surplus exists, the num-
ber of employees in such titles and locations who
are considered to be surplus, and the period during
which the employee may, if he so elects, leave the
service of the Company pursuant to this section.
Neither such determinations by the Company nor
any other part of this Section shall be subject to ar-
bitration. (SB 8.07Bla, SCB 7.03A1)
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b. The number of employees who may make such

glecuon shcalul%:> not exceed the number of employees

etermined by the Company to be surplus. (SB
8.07B1b, SCB 7.03A2) pany ¥ (

C. An employee’s election to leave the service of the
Company and receive Voluntary Income Protec-
tion benefits must be in writing and transmitted to
the Company within 15 days from the date of the
Company’s offer in order to be effective. The pro-
visions of Paragraﬁh B above notwithstanding, an
employee who otherwise meets the requirements
of the Voluntary Income Protection Program may,
however, in advance of a declaration of a surplus
submit a letter to the appropriate Personnel Place-
ment Bureau indicating his willingness to accept an
offer to leave the service of the Company under
the terms of the Program if an offer i1s tendered.
Such letters of interest will remain on file indefi-
nitely, unless withdrawn by the employee, and con-
sidered with all other requests under this Program.
(SB 8.07B1c¢, SCB 7.03A3)

2. In any force surplus situation where this provision

may be applicable it will not be implemented by the
Company unless and until employees in the affected
job titles and work locations who are eligible have
had an opportunity to elect to leave the service of the
Company and receive Supplemental Income Protec-
tion benefits. (SB 8.07B2, SCB 7.03B)

. Voluntary Income Protection payments for employ-

ees who so elect to leave the service of the Company
in accordance with Paragraph “1” shall begin at the
next applicable payroll date after such employee has
left the service of the Company. Payments will not
continue beyond 60 weeks after the employee has
left the service of the Company. Payments will be
made coincident with normal payroll periods for the
work group in which the recipient was employed im-
mediately prior to terminating employment. (SB

8.07B3, SCB 7.03C)
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4. For an employee who so elects in accordance with

Paragraph “1”, the Company will pay as Volunt
Income Protection payments:y Pay i

~— For each year of net credited service up to ten
years, one week of pay, and

—-— For each year of net credited service in excess of
ten years to twenty years, two weeks of pay, and

—— For each year of net credited service in excess of
twenty years up to thirty years, three weeks of
pay.

Such pay shall be equal to the recipient’s basic rate of

pay at the time of termination of employment. For

any partial year of service, the payments set forth
above will be pro~rated. (SB 8.07B4, SCB 7.03D)

. In addition to the payments set forth in Paragraph

“4” for an employee who so elects in accordance -
with Paragraph “1”, the Company will reimburse the -
employee for actual expenses incurred for relocation
costs, tuition or training costs, or job placement ex-
penses related to seeking other employment, or any
combination thereof, up to an amount not to exceed
$500 for each year of net credited service (prorated
for any partial year of service) to a maximum of
$2,500. Any such expenses for which reimbursement
will be made must be approved by the Company
prior to being incurred and must be incurred within
one year from the date of termination of employment
except that reimbursement for tuition or training cost
will be made for such expenses incurred within two

ears from the date of termination of employment.
(SB 8.07BS, SCB 7.03E)

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
this Section for purposes of determining the periodic
payment and the lump sum reimbursement shall be .
pro-rated for any period of time during which an em-
ployee is employed on a part-time basis in the pro-
portion of such employee’s basic rate of pay during
any such period to the basic rate of pay for an equiva-
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lent full-time employee in the same job title, classifi-
cation, and work group during the same period in the
same manner as termination or layoff allowances are
calculated. (SB 8.07B6, SCB 7.03F)

- In no event shall the Voluntary Income Protection

payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent
of twice the employee’s annual compensation at the
basic weekly wage rate (or its equivalent) received
during the year immediately preceding the termina-
tion of service. To the extent necessary, the Volun-
tary Income Protection payments shall be reduced by
the amount of any such other allowance paid to the
employee so that the combination of Voluntary In-
come Protection payments and other allowance pay-
ments does not exceed the equivalent of twice the
employee’s annual compensation at the basic weekly
wage rate (or its equivalent) for the year immediately
preceding the termination of service. (SB 8.07B7,
SCB 7.0§G)

. As used in this Section, “Annual Compensation at the

basic weekly rate (or its equivalent)” or “basic weekly
wage rate (or its equivalent)” do not inciude tour or
temporary differentials, overtime pay, or other extra
payments. (SB 8.07B8, SCB 7.03H)

. In addition to the conditions set forth in Paragraph

“3”, any payments to a recipient hereunder shall
suspended upon the happening of any of the follow-
ing: (SB 8.07B9, SCB 7.03I)

a. Re-employment of the recipient by the Company;
(SB 8.07B9a, SCB 7.03I1) -

b. Employment of the recipient by an affiliate or sub-
sidiary company within the same control groug of
corg anies as is the Company; (SB 8.07B%b, SCB
7.0312)

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

(New)
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2.

classification plus the time spent on the higher job or
jobs, subject to any adjustments as provided in 2.02,

when applicable.

If his rate of pay is above the maximum for his new
job, his rate of pay shall be reduced to that maximum.

F. Employees involuntarily transferred under the provisions
of 12.04 shall have the right to claim the job from which
they were moved if the job should become available
within 5 years after such move.

8.06 Supplemental Income Protection Program, Voluntary

Income Protection Program, and Extended Medical

Coverage. |

A. Supplemental Income Protection Program.

1.

If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in 1.30 as changes in equipment or
methods of operation) has or will create a surplus in
any job title in a work location which will necessitate
layoffs or involuntary permanent reassignments of
regular employees to different job titles involving a
reduction in pay or to work locations requiring a
change of residence, or if a force surplus necessitating
any of the above actions exists for reasons other than
technological change and the Company deems it
appropriate, employees in the affected job titles and
work locations who have at least 20 years of net

- credited service and whose age and years of net

credited service, in sum, total 75 or more as of the
effective date of the termination of employment, may
elect, in the order of seniority, and to the extent
necessary to relieve the surplus, to leave the service
of the Company and receive Supplemental Income °
Protection benefits described in this section subject to
the following conditions:

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
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number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he or she so
elects, leave the service of the Company pursuant
to this section. Neither such determination by the

Company nor any other part of this section shall
be subject to arbitration.

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Supplemental Income
Protection benefits must be in writing and
transmitted to the Company within 15 days from
the date of the Company's offer in order to be
effective and it may not be revoked after such 15
day period.

. Subject to limitations in this Article, employees who

so elect to leave the service of the Company and
receive Supplemental Income Protection benefits may
receive in combination with such benefits either (1) a
retirement service pension if eligible for such pension
or, if not eligible, (2) a termination allowance, if
otherwise entitled, in an amount determined in
accordance with basic contract provisions, but not
both.

. Supplemental Income Protection payments for

employees who so elect to leave the service of the
Company in accordance with “1" above, shall begin
within one month after such employee has left the
service of the Company to continue until 48 payments
have been made.

. For an employee who so elects in accordance with "1"

above, the Company will pay monthly as
Supplemental Income Protection Payments; (1) $8.00
for each year of net credited service (including a
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prorated amount for any partial year of service) plus
(2) 40% of the final full-time basic weekly or
equivalent wage rate for the employee's job title and
location adjusted as set forth in "5" below for any
periods of part-time service of the employee. In no
case, however, shall the monthly payment hereunder
exceed in aggregate a total of $400.00 per month. In
addition to the monthly benefits, for an employee
who so elects in accordance with "1" above, the
Company will pay a lump sum payment based on
years of net credited service (prorated for part-time
service as set forth in "5" below) as follows:

T e AR B REREREREE

Less than 25 Years...coceevreennnnes $2000
25 to 30 Years.....oooeemueuunnnnn... $2500
30 Years and Over.....cooeeemvvenenen $3000

Such lump sum payment will be made within 60 days
after the employee has left the service of the
Company or at the employee's option will be made in
the first quarter of the calendar year following the
employee's termination of service. The maximum
amount of Supplemental Income Protection Benefits
payable including any lump sum payment shall in no
event exceed a total of $22,200.

5. The years of net credited service and the final full-
time basic weekly or equivalent wage rate as used in
the preceding paragraph for purposes of determining
the monthly payment and the lump sum payment shall
be pro-rated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee's basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period
in the same manner as calculated in the BellSouth
Pension Plan (BSPP).

6. In no event shall the combination of Supplemental
Income Protection pgyments (including any lump sum
11
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payment) and any termination, layoff or similar
allowance paid exceed the equivalent of twice the
employee’s annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To
the extent necessary, Supplemental Income Protection
payments shall be reduced by the amount of any
termination, layoff or similar allowance paid to the
employee so that the combination of Supplemental
Income Protection payments and termination or other
allowance payments does not exceed the equivalent of
twice the employee's annual compensation at the basic
weekly wage rate (or its equivalent) for the year
immediately preceding the termination of service.

7. As used in this section, "annual compensation at the
basic weekly rate (or its equivalent)" or "basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay or other extra
payments.

8. In addition to the conditions set forth above any
payments to a recipient hereunder shall be suspended
upon the happening of any of the following:

a. Re-employment of the recipient by the Company;

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company;

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

B. Voluntary Income Protection Program.

1. If during the term of this Agreement, the Company
notifies the Union in writing that technological
change (defined in 1.30 as changes in equipment or
methods of operation) has or will create a surplus in
any job title in any work location which will
necessitate layoffs or involuntary permanent
reassignments of {;gular employees to different job
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titles involving a reduction in pay or to locations
requiring a change of residence, or if a force surplus
necessitating any of the above actions exist for
reasons other than technological change and the
Company deems it appropriate, employees in the
affected job titles and work locations, who have at
least 2 years of net credited service and who are not
eligible for a service pension under the terms of the
BellSouth Pension Plan (BSPP) or Supplemental
Income Protection payments, as of the effective date
of the termination of employment, may elect, in the
order of seniority, and to the extent necessary to
relieve the surplus, to leave the service of the
Company and receive Voluntary Income Protection
benefits described in this section subject to the
following condition.

a. The Company shall determine the job titles and
work locations in which a surplus exists, the
number of employees in such titles and locations
who are considered to be surplus, and the period
during which the employee may, if he so elects,
leave the service of the Company pursuant to this
section. Neither such determinations by the
Company nor any other part of this section shall
be subject to arbitration.

b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Voluntary Income
Protection benefits must be in writing and
transmitted to the Company within 15 days from
the date of the Company's offer in order to be
effective. The provisions of "B" above
notwithstanding, an employee who otherwise
meets the requirements of the Voluntary Income
Protection Program may, however, in advance of
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a declaration of a surplus submit a letter to the
appropriate Personnel Placement Bureau
indicating his willingness to accept an offer to
leave the service of the Company under the terms
of the Program if an offer is tendered. Such
letters of interest will remain on file indefinitely,
unless withdrawn by the employee, and
considered with all other requests under this
Program.

. In any force surplus situation where this provision

may be applicable it will not be implemented by the
Company unless and until employees in the affected
job titles and work locations who are eligible have
nad an opportunity to elect to leave the service of the
Company and receive Supplemental Income
Protection benefits.

. Voluntary Income Protection payments for employees

who so elect to leave the service of the Company in
accordance with "1" above shall begin at the next
applicable payroll date after such employee has left
the service of the Company. Payments will not
continue beyond 60 weeks after the employee has left
the service of the Company. Payments will be made
coincident with normal payroll periods for the work
group in which the recipient was employed
immediately prior to terminating employment.

. For an employee who so elects in accordance with "1

above, the Company will pay as Voluntary Income
Protection payments:

-- For each year of net credited service up to 10 years,
one week of pay, and

-- For each year of net credited service in excess of 10
years to 20 years, 2 weeks of pay, and

-- For each year of net credited service in excess of 20

years up to 30 years, 3 weeks of pay.
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Such pay shall be equal to the recipient's basic rate of
pay at the time of termination of employment. For
any partial year of service, the payments set forth
above will be prorated.

. In addition to the payments set forth in "4" above, for

an employee who so elects in accordance with "1"
above, the Company will reimburse the employee for
actual expenses incurred for relocation costs, tuition
or training costs, or job placement expenses related to
seeking other employment, or any combination
thereof, up to an amount not to exceed $500 for each
year of net credited service (prorated for any partial
year of service) to a maximum of $2,500. Any such -
expenses for which reimbursement will be made must
be approved by the Company prior to being incurred
and must be incurred within one year from the date of -
termination of employment except that reimbursement
for tuition or training cost will be made for such
expenses incurred within 2 years from the date of
termination of employment.

. The years of net credited service and the final full-

time basic weekly or equivalent wage rate as used in
this section for purposes of determining the periodic
payment and the lump sum reimbursement shall be
prorated for any period of time during which an
employee is employed on a part-time basis in the
proportion of such employee’s basic rate of pay during
any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification and work group during the same period
in the same manner as termination or layoff

allowances are calculated. -

. In no event shall the Voluntary Income Protection

payments (including any lump sum reimbursement)
and any other allowance paid exceed the equivalent of
twice the employee’s annual compensation at the basic
weekly wage rate (or its equivalent) received during
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the year immediately preceding the termination of
service. To the extent necessary, the Voluntary
Income Protection payments shall be reduced by the
amount of any such other allowance paid to the
employee so that the combination of Voluntary
Income Protection payments and other allowance
payments does not exceed the equivalent of twice the
employee's annual compensation at the basic weekly
wage rate (or its equivalent) for the year immediately
preceding the termination of service.

As used in this section, "Annual Compensation at the
basic weekly rate (or its equivalent)" or "basic weekly
wage rate (or its equivalent)” do not include tour or
temporary differentials, overtime pay or other extra
payments.

In addition to the conditions set forth in "3" above,
any payments to a recipient hereunder shall be
suspended upon the happening of any of the
following:

a. Re-employment of the recipient by the Company;

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group
of companies as is the Company;

c. Employment of the recipient by a competitor of
the Company or competitive self-employment.

C. Extended Medical Coverage.

1.

Employees who are not eligible for a service pension
and (1) whose employment is terminated as a result of
layoff or application of the force adjustment
procedures; or (2) who elect to leave the service of
the Company pursuant to the provisions of the
Supplemental Income Protection Program, or the
Voluntary Income Protection Program; or (3) who
elect, pursuant to the technological displacement
provisions in the Agreement, to accept a termination

allowance and leave the service of the Company in
124
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F. Employees involuntarily transferred under the provisions of
12.04 shall have the right to claim the job from which they
were moved if the job should become available within five
‘years after such move as described in 7.01K.

8.06 Supplemental Income Protection Program, Voluntary
Income Protection Program and Extended Medical
Coverage:

A. Supplemental Income Protection Program.

1.

If during the term of this Agreement, the Company
notifies the Union in writing that an employee is unable
to remain in his/her current job because of a permanent
medical restriction, or a technological change (defined in
1.30 as changes in equipment or methods of operation)
has or will create a surplus in any job title in a work
location which will necessitate lay-offs or involuntary
permanent reassignments of regular employees to
different job titles involving a reduction in pay or to work
locations requiring a change of residence, or if a force
surplus necessitating any of the above actions exists for
reasons other than technological change and the
Company deems it appropriate, employees in the affected
job tides and work locations, who have at least 10 years
of net credited service may elect, in the order of seniority
and to the extent necessary to relieve the surplus, to leave
the service of the Company and receive Supplemental
Income Protection benefits described in this Section
subject to the following conditions:

a. The Company shall determine the job titles and work
locations in which a surplus exists, the number of -
employees in such titles and locations who are
considered to be surplus, and the period during which
employee may leave the service of the Company
pursuant to this Section. Neither such determination
by the Company nor any other part of this Section
shall be subject to arbitration.
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b. The number of employees who may be considered
shall not exceed the number of employees determined
by the Company to be surplus.

¢. An employee's decision to leave the service of the
Company and receive Voluntary Supplemental
Income Protection benefits must be in writing and
transmitted to the Company within 10 days from the
date of the Company's offer in order to be effective
and it may not be revoked after such 10 day period.

2. Supplemental Income Protection payments for employees
who leave the service of the Company in accordance with
"1" above shall begin within one month after such

employee has left the service of the Company to continue -
until 48 payments have been made. The employee may

elect to receive this payment in one lump sum should
he/she so desire.

3. The following SIPP/ESIPP payment table is designed
for use with technological surplus under Article 7 and
for permanently medically restricted placement as
described in Section 8.08. Employees who receive either
voluntary SIPP or ESIPP shall not be entitled to a
termination allowance under this article or further
processing under Article 7.
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Completed
Years

of
Continuous
Service

16-11
12-13
14-15
16-17
18-19
20

21

22

23
24
25
26
27
28

29 and over

225

a. Voluntary SIPP/ESIPP Payment Table

Wage

Scales in

Pension

Band Up

10 107
$ 8,500
10,200
11,800
13,400
15,400
16,800
18,200
19,600
21,100
22,500
23,900
25,300
26,600
28,100
30,700

Wage
Scales in
Pension
Band
108-109

$ 8,800
10,500
12,300
14,100
16,100
17,500
19,000
20,500
21,900
23,500
25,000
26,300
27,800
29,300
32,100

Wage Wage

Scales in Scales in

Pension Pension
Band Band
110-111 112-114

$9,100
10,500
12,800
14,600
16,800
18,300
19,900
21,500
22,900
24,500
26,100
27,500
29,200
30,700
33,700

$ 9,400
11,300
13,400
15,300
17,600
19,200
20,800
22,600
24,100
25,800
27,500
29,000
30,600
32,300
35,400

Wage

Scales in

Pension
Band
115-118

$10200
12,200
14,300
16,600
19,100
20,900
22,700
24,500
26,300
28,100
29,900
31,700
33,500
35,300
38,700

Wage Wage
Scales in  Scales in
Pension  Pension
Band Band
119-120 121+
$10,400 310,800
12,600 13,000
14,800 15,300
17,200 17,800
19,800 20,400
21,700 22,500
23,500 24,500
25,400 26,400
27,300 28,300
29,100 30,300
31,000 32,400
32,900 34,300
34,800 36,300
36,700 38,300
40,300 42,100

4. The years of net credited service and the final full-time
basic weekly or equivalent wage rate as used in
determining the monthly payment or the lump sum
payment shall be prorated for any period of time during
which an employee is employed on a part-time basis in
the proportion of such employee's basic rate of pay
during any such period to the basic rate of pay for an
equivalent full-time employee in the same job title,
classification, and work group during the same period in
the same manner as termination or layoff allowances are
calculated.

5. In addition to the conditions set forth above, any
payments to a recipient hereunder shall be suspended
upon the happening of any of the following:

131
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a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group of
companies as is the Company

¢. Employment of the recipient by a competitor of the
Company or competitive self-employment.

B. Voluntary Income Protection Program.

226

1. If during the term of this Agreement, the Company

notifies the Union in writing that technological change
(defined in 1.30 as changes in equipment or methods of
operation) has or will create a surplus in any job title in
any work location which will necessitate lay-offs or
involuntary permanent reassignments of regular
employees to different job titles involving a reduction in
pay or to locations requiring a change of residence, or if a
force surplus necessitating any of the above actions exists
for reasons other than technological change and the
Company deems it appropriate, employees in the affected
job titles and work locations, who have at least 2 years of
net credited service may elect, in the order of seniority,
and to the extent necessary to relieve the surplus, to leave
the service of the Company and receive Voluntary
Income Protection benefits as described in this section
subject to the following conditions:

a. The Company shall determine the job titles and work
locations in which a surplus exists, the number of
employees in such titles and locations who are
considered to be surplus, and the period during which
the employee may, if he/she so elects, leave the
service of the Company pursuant to this section.
Neither such determinations by the Company nor any
other part of this Section shall be subject to
arbitration.
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b. The number of employees who may make such
election shall not exceed the number of employees
determined by the Company to be surplus.

c. An employee's election to leave the service of the
Company and receive Voluntary Income Protection
must be in writing and transmitted to the Company
within 15 days from the date of the Company's offer
in order to be effective. The provisions of "B" above
notwithstanding, an employee who otherwise meets
the requirements of the Voluntary Income Protection
Program may, however, in advance of a declaration of
a surplus submit a letter to the appropriate Placement
Bureau indicating his/her willingness to accept an
offer to leave the service of the Company under the
terms of the Program if an offer is tendered. Such
letters of interest will remain on file indefinitely, -
unless withdrawn by the employee, and considered
with all other requests under this Program.

2. In any force surplus situation where this provision may

be applicable it will not be implemented by the Company
unless and until employees in the affected job titles and
work locations who are eligible have had an opportunity
to leave the service of the Company and receive
Supplemental Income Protection or Expanded
Supplemental Income Protection.

. Voluntary Income Protection payments for employees

who so elect to leave the service of the Company in
accordance with "1" above shall begin at the next
applicable payroll date after such employee has left the
service of the Company. Payments will not continue
beyond 60 weeks after the employee has left the service
of the Company. Payments will be made coincident with
normal payroll periods for the work group in which the
recipient was employed immediately prior to terminating
employment.
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4. For an employee who so elects in accordance with “1”
above, the Company will pay as Voluntary Income
Protection payments:

--For each year of net credited service up to and
including 9 years, one week of pay.

Such pay shall be equal to the recipient's basic rate of pay
at the time of termination of employment. For any partial
year of service, the payments set forth above will be
prorated.

5. In addition to the payments set forth in "4" above, for an
employee who so elects in accordance with "1" above,
the Company will reimburse the employee for actual
expenses incurred for relocation costs, tuition or training
costs, or job placement expenses related to seeking other -
employment, or any combination thereof, up to an
amount not to exceed $500 for each year of net credited
service (prorated for any partial year of service) to a
maximum of $2,500. Any such expenses for which
reimbursement will be made must be approved by the
Company prior to being incurred and must be incurred
within one year from the date of termination of
employment except that reimbursement for tuition or
training cost will be made for such expenses incurred
within 2 years from the date of termination of
employment.

6. The years of net credited service and the final full-time
basic weekly or equivalent wage rate as used in this
Section for purposes of determining the periodic payment -
and the lump sum reimbursement shall be prorated for
any period of time during which an employee is
employed on a part-time basis in the proportion of such
employee's basic rate of pay during any such period to
the basic rate of pay for an equivalent full-time employee
in the same job title, classification, and work group

228
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during the same period in the same manner as termination
or layoff allowances are calculated.

7. In no event shall the Voluntary Income Protection
payments (including any lump sum reimbursement) and
any other allowance paid exceed the equivalent of twice
the employee's annual compensation at the basic weekly
wage rate (or its equivalent) received during the year
immediately preceding the termination of service. To the
extent necessary, the Voluntary Income Protection
payments shall be reduced by the amount of any such
other allowance paid to the employee so that the
combination of Voluntary Income Protection payments
and other allowance payments does not exceed the
equivalent of twice the employee's annual compensation
at the basic weekly wage rate (or its equivalent) for the
year immediately preceding the termination of service.

8. As used in this Section, "Annual Compensation at the
basic weekly rate (or its equivalent)” or "basic weekly
wage rate (or its equivalent)" do not include tour or
temporary differentials, overtime pay, or other extra
payments.

9. In addition to the conditions set forth in "3" above, any
payments to a recipient hereunder shall be suspended
upon the happening of any of the following:

a. Re-employment of the recipient by the Company

b. Employment of the recipient by an affiliate or
subsidiary company within the same control group of
companies as is the Company

c. Employment of the recipient by a competitor of the
Company or competitive self-employment.

C. Extended Medical Coverage.

1. Employees (1) whose employment is terminated as a
result of layoff or application of the force adjustment
procedures; or (2) who elect to leave the service of the
Company pursuant to the provisions of the Supplemental

229 | 135 ,, FOINOGH 082704



item No. 6-014
Attachment o

COUNT OF NMGT EMPLOYEES SEPARATISN WITH SIPP/ESIPP OR VIPP

1984
SOUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1985
SQUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1986
SOQUTHERN
SOUTH CENTRAL
BELLSQUTH SERVICES

TOTAL

1987
SOUTHERN
SQUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1988
SOUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1989
SOUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

230

SIPP

278
14

292

280

DATA AS OF 6/30/93

VIPP
NA
5
0

5

VIPP
NA
15

15
VIPP
~ 5

11

16

VIPP

14

VIPP
-5

13

vipp
11

18
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1990
SOUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1991
SOQUTHERN
SOUTH CENTRAL
BELLSOUTH SERVICES

TOTAL

1992
BELLSOUTH TELECOMM
TOTAL

AS OF JUNE 1993

BELLSOUTH TELECOMM
TOTAL

231

SIPP

172
26

314

SIPP
165

173

347

SIPP/ESIP

114

SIPP/ESIPP
25¢

5
256

VIPP
-3

12

VIPP

11

21

VIPP
-4

VIPP
-0
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Voluntary Sep...-ation Plan Activity For All rarticipating Companies

e )

1/1/84 through 7/1/93
LY

Management Transition Assistance Plan (MTAP) (No official data prior to 1987 available)
Company 1987 1988 1989 1990
Southern Bell - s 1 69
South Central Bell . 0 0 19
BellSouth Services . 0 0 3
BellSouth Corp Headquarters - 0 0 1
Total 134 L] 1 94

*Breakdown by company not available.

Voluntary Separation Income Pay Plan (VSIPP)

Company 1987 1988/89

Southern Bell 1,149 338
South Central Bell 890 288
BellSouth Services 314 132
BellSouth Enterprises 70 3
BellSouth Corp Headquarters 12 6
BellSouth Adver & Pub 0 9
BellSouth Government Sys Inc 0 i
BellSouth Mobility 0 5
BellSouth Systems Tech 0 l

Total 2,435 783

Voluntary Enhanced Early Retirement (VEER)

Company 1990 1991

BellSouth Telecommunications - 2975
*Southern Bell 531 -
*South Central Bell 432 -
*BellSouth Services 141 -
BellSouth Enterprises 27 87
BellSouth Corp Headquarters 15 29
Total 1,146 3,091

*Combined to form BeliSouth Telecommunications Inc., 3/1/91.

Career Transition Assistance Plan (CTAP)

Company 1992 1993
BellSouth Telecommunications 5 44
BellSouth Corp Headquarters 2 0
BellSouth Communications Inc 2 1
Total 9 45

Executive Continuity Transition Assistance Plan (ECTAP)
Company 1987 1988
Southern Bell 1 2
South Central Bell 0 2
Total 1 4
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VOLUME I: SYSTEM OVERVIEW @/J;'
PART 2: SYSTEM DESCRIPTION
SECTION 1: OVERVIEW OF CRIS

g

through an interexchange of transactions. This
interexchange, referred to as CARE, enables the Carriazrs
to keep up with a customer's local exchange s2rvice.

Summary of CRIS Accounts and CRIS-LP Runctiors

1.12 In summary, CRIS Accounts inzludes the fallowizy
functions:

Service Order Processing
CR1S Accounts Data Base Processing

Customer Billing

Payment and Adjustment (Cash) Proces=Ing
Taxation of Applicabls Sarvices
Journalization of Revenues

Statistical Reporting

Study Reporting

Presubscription & Equsal Accees Processing
On~-Line Accounts Inguiry

Miscellaneous Processing

1.20 CRIS Message Processing include: these functiszs:

1.21 Eiqure

and MP
systenm.
10/01/90

Maintenance of Messsage Guides

Receipt, Translatior and Precassing o Rzvw Us_g
Data

Rating of Messtqes

Application of Discounts and Allovances

Fermatting of Bil)l Pages -

Other Carrier Recording, Rat.nq and Biltlieg coX

Usage

statistical Reporting

Genaration of Study Data

Unidentified and Unlocatad Hessage Isteztigziicn

Hiscclllncous Processing

gy

iocceosunts
ztE of the

) § whi:h Iollows is u.£lauahart of CRYS
and the rslationships betueen the suk:s:
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Sodthern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
OD Audit
Date: 06/29/93
Amended Response
Item No. 6-016
Page 1 of 1
Request: Please provide a complete copy of currently extant all
executive directives, accounting policy letters, accounting
instructions, and all other accounting guidelines related to
affiliate transactions that have been issued by BellSouth
Enterprises, BallSouth Telecommunications and its predecessors
and all other BellSouth entities.
Response: The Company amends its response of July 14, 1993 as follows:

Attachment I is the BellSouth Executive Directive (ED) No.
008, relating to affiliate transactions.

See Response to Item No. 6-073, for BellSouth Topical Policy
Guidance which addresses affillate transactions.

See Response to Item No. 2-097, part 12, for BSE accounting
directives.

%%Attachment II is Accounting Classification Letter 10-03.
Attachment III is Accounting Classification Letter 10-10.

Attachment IV is a letter regarding implementation of ED No.
008.

¥$ Attachment V is Financial Systems Documentation CN20.
Attachment VI is Executive Instructions No. 2.
Attachment VII is Accounting Policy Letter 610-01.
Attachment VIII is Accounting Policy Letter 300-01.
Attachment IX is Accounting Policy Letter 620-01.
Attachment X is Revised Accounting Policy Letter 610.02.

Attachment XI is the BellSouth Corporate Plan for compliance
with the 2/6/87 Order in FCC Docket CC 86-111.

Attachment XII is Executive Instructions No. 10.

These attachments are being sent in the overnight mail on
September 23, 1993.

Date Provided: September 23, 1993
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. BELL->OUTH .

@ EXECUTIVE DIRECTIVE

Executive Directive No. 008 Issued 12-28-90
. Revised 7-31-03

Affiliate Transactions

Policy Statement:

it is the policy of BellSouth Corporation (BSC) to comply with all public laws and reguiations governing
transactions between BeliSouth's affiliated entities. This policy appiies 10 aill transactions which occur
directly between BeliSouth Telecommunications (BST) and its non-regulated atfiliates as well as
transactions between non-reguiated affiliates which ingirectly affect BST's axpenses or invesiment. The
policy axtends both to sales of products/sarvices and 10 transfers of assets.

General Guidelines:

The Federa! Communications Commission (FCC) Rules, Section 32.27 and Section 64.901, the Joint Cost
Order (JCO) and various state statutes and reguiations provide the basis for ielecommunications common
carrier accounting for transactions with affiliates. These regulations apply regardiess of the number or
magnitude of the transactions, i.e., there is no “materiality” threshoid for the reguiatory requirements.

Any new affiliated transactions having direct or indirect impact on 8ST's expenses or investments must be
submitted prior to their implementation for approval by the BSC Asst. Vice President - Controllers and\or the
BST Chief Accountant as appropriate. The prior approval requitement applies to any new types of
transactions whether or not conducted subject to & contract. ‘

Where affiliate transactions will occur on a reguiar basis pursuant to a contract, each transaction must
comply with the affiliate transaction rules. For ongoing similar transactions occurning subject o a contract,
this approval must be obtained prior to the first incidence of the transactions only.

Special Provisions Applicable to Certain Categories of Transactions

Effective with the issuance of the revised Directive, any new affiliate transactions with BST or its
subsidiaries, BellSouth Corporation Headquarters (BSC-HQ), BeliSouth Advertising and Publishing Co.
(BAPCO) or any new transactions that indirectly affect BST's expense or invesiment must be at market price
or tariff rate.

The affiiate proposing the new service must submit, prior to impiementation, documentation demonstrating
that a substantial outside/ non-affiiate market or tarilf exists for thess services.

‘For purposes of this Directive, the market price, as defined by the FCC affiliated transaction nules. is the price
at which a product/service is soid to the general public for the same or similar product/service offersd to
affiliates. Although the level of non-affiiated business necessary 10 establish a substantial outside market
price under the FCC's definition is subject 10 interpretation by the FCC., this internal policy requires that the
antity proviging the service currently have greater than 30% of its revenus from the product/service with non-
affiliates. This market price internal requirement perains to products/services only and not asset transters.

These special provisions do not include: BST direct transactions with BellSouth Business Systems (BBS),
transactions within BBS, or BSC-HQ project and general service billings 10 affiliates.
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Notice: Not for use or disclosure outside the BeliSouth Corporation except under written agreement.
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Seecific Qocumentation Requirements:
Specific documentation requirements for the transaction review and approval process will vary by type of
transactiorvcontract proposed, but should inciude as a minimum:

1. Demonstration and discussion of financial and strategic importance to BeilSouth.

2. Demonstration of market or tarif based pricing as defined and exciuding those transactions referenced
in the revision above.

3. Complete description of proposed contraci(s) and/or transaction(s) inciuding frequency, magnitude,
pricing methoaology, 1.

4. A summary of the receiving entity's evaluation of alternative sources of supply.
5. Demonstration of compliance with FCC and state PSC reguiations and special revisions as referenced above.

Additional documentation may be submitied or requested if circumstances warrant. For purposes of complying
with this Directive, it is the responsibility of the entity providing the product or 3ervice, or the sending entity when
assets are fransferred, with any required assistance from the receiving sntity, 10 snsure the compistion of the
necessary documentation and approvals. The proviging entity must aiso be prepared 10 producs, on demand,
for inspection by the appropriate reguiatory authorities. the documents necessary 10 substantiate the market
price or, for the exceptions listed, the reasonableness of its costs. All propristary and confidential information
shouid be marked accordingly.

The Vice President with Controller responsibiliies in BeliSouth Corporation and BeliSouth Telecommunications
- Reguiatory and External Affairs and/or the BSC Asst. Vice President - Reguiatory & Legisiative matiers will be
notified of all new types of transactions approved under this Directive as appropriate. These officials are
responsible for ensuring appropriate communications 10 reguiaiors and other extemnal bodies conceming
BST and BSC affiiate reiationships, as well as for filing formal notices and petitions where required.

Angiicability:

This Directive is applicable 10 sach empioyee of BellSouth Corporation and its wholly-owned or managerially-
conirolled subsidiaries.

caniact Orqanizations:

BeiiSouth - Controliers

BeilSouth - Reguiatory & Lagisiative Matters

BeliSouth Telecommunications -
BeiiSouth Telecommunications - Reguiatory and Extermnal Affairs

Recommended: M "

Vice President and Controller

Concurred:

Exacutive Vice President and
Chiet Financial Officer

236 Aeproved: WJ 77!4&7

Vice Chairman
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aL " 90-035~028sV

Principles for Miscellaneous Billing and
Affilizsted Transactions

Classification Letter

BellSouth Services

June 22, 1990

Assistant Comptrollers and Assistant Vice Presidents
(Dealing with Accounting Martters)

BeliSouth Corporation, BellSouth Services, Southern Bell, and South .
Central Bell _ s

R. T. Bishop, Comptroller

Principles for Miscellaneous Billing and Affiliated Transactions

Attached is a revision to Classification Letter 10-10, Principies for Miscellaneous
Billing and Affiliated Transactions. Major changes to this letter include the following:

1

2

237

Clarification that the term “services” includes s broad category of
sctivities performed f{or the benefit of another entity.

Documentation of revised policies concerning the definition of net book cost
and the transfer of deferred taxes. Net book cost is now defined as the
original purchase price less accumulated depreciation only. Deferred taxes
tnd investment tax credits should not be transferred when assets are’
purchased or sold between regulated and nonregulated affiliates.

Clarification concerning the application of the Joint Cost Order to
BellSouth Services (BSS). BSS is subject to the affiliated transaction

rules when dealing with regulated affiliates or nonregulated affiliates. An
exception to BSS following the rules is permissible only if none of the
associated costs will ever be transferred into regulation. Any exception
must be concurred in by the BSS Comptrollers Joint Cost and Accounting
Principles group.

Documentation of the entity which bears the loss whea an asset is purchased
from a oonregulated affiliate. When an asset is purchased {rom a
nonregulated affiliate and the transaction is to be booked at the lower of
net book cost or fair market value, any assetr written down should generally
be recorded by the nonregulated affiliate prior to the transfer.
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s. Clarification that the Southera Be!l and South Central Bell Comptrollers
organizations are responsible for reraining all documentation associated
with asset purchase/sale transactions with nonregulated affiliates.

Maintaining this document is the responsibiiity of the Joint Cost and Accounting
Principles group. Questions may be directed to Ross Martin at (404)529-7245.

RECOMMENDED:

#_/Q@

Segment Manager -
Joint Cost & Accounting Principles -
Comptrollers

Attachment

238

{ b

D. L. Smith

Director -

Regionsl Accounting Matters -
Comptrollers
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CLASSITICATION LETTER Secsion: 10

REGIONAL ACCOUNTING MATTIRS ~ Letsar: 10 -
o lasuance: Jumse 23, 1900

PRINCIPLES FOR MISCELLANEOUS Effective: June, 1000

BILLING AND AFFILIATED TRANSACTIONS - ] Page: 1

:‘u

30
4.0
5.0
6.0
7.0
8.0
9.0
10.0
11.0
12.0
13.0
14.0
15.0
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PRINCIPLES FOR MISCELLANEQUS BILLING
AND AFFILIATED TRANSACTIONS

INDEX

GENERAL

SCOPE
COSTS ASSOCIATED WITH PERFORMING WORK FOR OTHERS

BILLING CATEGORIES

DETERMINING AMOUNT TO BILL

ACCOUNTING REQUIREMENTS FOR BILLING CA;I'EGORIES
CUSTOM WORK
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1 GENERAL
1.01 The purpose of this Classifications Letter (C-Letter) is to establish

accounting principles and classification requirements for bills resdered by
Southera Bell and South Central Bell for miscellaneous billing to affiliates
and nonaffiliates derived from activities performed aside from the

companies’ tariffed telecommunications services and non-reguiated lines of

business.

This C-Letter includes accounting guidelines for transactions between 2

regulated telephone company and a non-regulated sffiliate as prescribed in S =
Section 32.27 of Part 32, Uniform System of Accounts. Also included are

guidelines for transactions between affiliated telephone companies (Southern e
Bell and South Ceatral Bell).

1.02 Costs are billed whenever a service is rendered to another company. The
term “services” includes a broad category of activities performed {or the
benefit of another entity {see paragraph 13.08). The company performing the
service should bill the entity which requested the service.

1.03 The miscellaneous billing portion of this C-Letter is derived from the (
accounting policies inacorporated in BellSouth Corporation’s Accounting
Policy Letter (APL) 300-01, Accounting for Miscellaneous Billing. Other
related documentation includes C-Letter 10-06, Overhead Rate Deveiopment
Concepts. C-Letter 10-06 defines overhead rate categories and provides the
calculations for each overhead rate.

2 SCOPE

2.01 Paragraphs 3 and 4 include the costs associasted with performing work for
others and definitions of the various billing categories. Paragraph 5
discusses how to determine the billed amount. Accounting requirements for
the various billing categories are addressed in paragraphs 6-9. Paragraphs
10 and 11 discuss sccounting at the time of bill issuance and sccounting for
partial reimbursements, respectively. Paragraph 12 describes the background
of the Joint Cost Order and its impact on billing. The Federal
Communicstions Commission’s (FCC) affiliated transaction rules between a
regulated telephone company snd a non-regulated affiliate are described in
paragraphs 13-14. Paragraph 15 describes the accounting guidelines for
transactions between affiliated telephone compaaies.

@ Text Changed # Text Added @ Paragraph Renumbered
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3. COSTS ASSOCIATED WITH PERFORMING WORK FOR OTHERS

3.01

3.02

3.03

241

In Docket No. 86-111, the FCC established 3 cost allocation process to
separate the cost of regulated and aon-regulated activities offered by 2 BOC.
This order, modified Part 32 (USOA) and Part 64.901 (Allocation of Costs) to
reflect its requirements. Rules were established for the transfer of assets
and the provision of services detween BOCs and their non-reguiated
affiliates. These rules also apply to transfers between 3 BOC's regulated and
non-reglilated sccounts and transactions between the BOC's regulated and
non-regulated activities. All miscellancous bitling between the BOCs and
non-regulated affiliates must be subject to these guidelines as outlined in
paragraph 13 of this C-Letter. All miscellancous billing based oa cost shouid
follow the fully distributed costing principies of Part 64. The billing
principies of this C-Letter are in compliance with these Part 64 guidelines.

Billable costs are categorized as follows:
directly assigned/attributed costs. indirectly assigned/attributed costs, and
ancillary charges. These cost categories are summarized below.

n. I ! . I:! .! Ic '

Directly assigned/attributed costs are defined as resource costs which can be
specifically assigned or attributed to work performed for others. Directly
assigned/actribuced costs consist of the following elements:

1. Direct labor costs of the work performed. including direct administration
and administrative clerical costs, stafl support costs as well as aii
associated empioyec-related misceilaneous costs.

2. Costs associated with [acilities used directly in performing the work to
the extent that such costs arc an integral part of the costs of the
business function using the facilities.

3. Any costs rbillcd by outside veadors.
4, Materials and supplies usced.

S. Property related costs associated with property of the performing company
used directly in the course oi’ performing work for 3nother party. These
costs are billed as invcstment related overheads which are associated with
the primary investment by thc employces performing the work.

NOTICE
Not for use or Jisclosure sutyide DeliSouth or
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3.04 Indirectly assigned/attributed costs in¢lude managerial, financial, and
indirect property related costs that caanot be traced directly to specific
work performed for others. Indirectly assigned/attributed costs are
categorized as either property-reiated costs or non-property related costs.
Propertv-related costs arc those costs associated with company property which
are viewed as indirectly supporting the work performed by employees of the

company.

3.0401 The following six distinct cost elements are ordinarily associated
with property owned by a telecommunications company:

1. Plant specific operations expense (e.g.. maintenance expenses {or
motor vehicics. land and buildings, computers. ete.) .

2.  Depreciation

3. Property taxecs paid based on the property

4. Return on the company's investment in the property
5. Gross up lor federal, state, and local income taxes

6. Capital stock taxes

305 Non-progerty-related costs are secondary costs (mansgerial. financial,

support, etc.) that cannot be traced directly to specilic work performed for
others. Such non-property reiated loadings include:

(1) Corporate Operations Expenses (¢.g.. cxecutive, fegal. accounting
and linance)

(2) Plant Nonspecific Operations Expenscs (except depreciation)

Ancillary Charges
3.06 Ancillary charges include the allowance for cost-of -funds expense associated
with the incurrence of expenditures in periorming work lor others, recovery ol

appropriate local taxes. and inciusion of an additional profit element when
- deemed appropriate. These ancillary costs are as follows:

(1) Float Charges

(2) Gross Receipts Tax
(3) Sales Tax

(4) Profit

NOTICE
" Neot {or use or disciosure sutnide BellSouth or
any of 1ts aubsidianes except under written agreament
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4. BILLING CATEGORIES

4.01

4.02

4.03

243

This paragraph addresses the various tvpes of billing categories, including
custom work, reimbursements, rents. and othzr incidentat billing. Each
category is described and exampies are cited. Paragraphs 6-9 addresses the
accounting requirements for these various billing categories.

Custom Work:

Nontariffed plant construction. including cost of removal and associated
engineering and design costs performed for others incident to the company's
regulated telecommunications operations. These construction activities are
requested by the billed party (customer} snd ownership is retained by that

party, not the company. For examplc. the company may perform various services
requested by customers such as instaliation of booths and enclosures for
privately owned semi-public tclephonces.

Reimbyrsements

Although Geaerally Accepted Accounting Principles (GAAP) and Part 32 USOA
generally require revenue recognition for cash inflows or their equivalents
from 20 enatity's ongoing major or central operations, certain exceptions have
been made. FASB Statement Number 14 states that intersegment billings for the
cost of shared facilities or other jointly incurred costs do not represent

sgles. The FCC has also provided an cxception for certain reimbursable
expenses. In Part 32, reimbursements are defined as “actual costs incurred in
connection with joint operations or projects. repairing plant due to damages

by others, and obligations 10 make changes in telccommunications plant®. The
FCC states that these reimbursements shall be credited to the accounts
originally charged.

40301 Joint operations are defincd as joint ventures, shared facilities, and
shared services. Joint operstions inciude 3 company’s participation
in a joint venture to share in the resulting efficiencies ol using
joint resources. An cxample of 1 joint venture would be the 800 Dara
Base Joint Opcrations Service in which anvesiments are owned by one
entity and shared with other cntities.

4.0302 Shared facilitics are 3130 3 type of joint operation. This type of
arrangement allows for the usc of investment resources of one party by

another. Exampies include billing under the Shared Network Faciligics
Agreement (SNFA) and shared billing and collection functions provided
to others. -

NOTICE
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4.0302 (Cont.)
Joint operations also includes billing for ghared serviges Examples
include billing for administrative services, asset usage. house services,
ete., which is processed by the Authority Based Billing System (ABBS).
Based upon GAAP and Part 32, sharea services billing is 3 reimbursement
and not revenue.

404 Recimbursements include repairing plant due to damages by others (cut cable or
conduit, damaged poles etc.) and obligations to make changes in
telecommuanications plant (billing for federal-aid highway projects, state
Department of Transportation billing etc.).

Reag

405 Rent is defined as revenues (including taxes whea borne by the lessee)
derived from the rental or subrental to others of telecommunications plant
furnished apart from telecommunications services rendered by the company. It
includes revenue from the rent of such items as space in conduit, pole line
space for attachments, use of right of way based on agreements with electric
utilities or CATY companies. and rental of central office equipment to
others. Carrying charges on property used in joint operations and shared
facilities agreements are also included as rent revenues.

Other Billing:

4.06 All other billing (with the exceptions ol custom work. reimbursements, and
rents) that are incidenta! to the company's regulated tclecommunications
operations. Other billing includes billing for plant operations, customer
operations, corporate operations, and other incidental regulated revenue.

4.07 The various types of other billing are defincd below:

40701 Plant operations revenye + Revenuc from contracted services of plaat

maintenance and engincering performed for others (on their property)
incident to the company's regulated teleccommunications operations. An
example is revenuc reccived from the maintenance of independent
company plant. Revenue relfated to the performance of operation or
maintenznce activities under 3 joint opcrating agreement are excluded
(rom this definition.

40702 Customer Operations Revenyg - Revenue derived from the performance of

customer operations services for others incident to the company's
regulated telecommunications operations which are not provided for
elsewhere. Examples wouid include discussion of bills or establishing
new services for other companies with their customers. This further
includes: company opcrator scrvices on toll lines terminating (rom a
connecting company in 3 switchboard of this company: providing
centralized rate and route information or others: and rendering
unattended dial exchange operating office scrvice.
NOTICE
_ Net for use or disclosure outnide BailSouth or
any of its oubnd'unn' encept under written agreernent
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4.0703 Corporate Querations Revenug - Revenue from services rendered to other

companies under 3 license agreement, general services coatract, or
other arrangement providing for the furnishing of general accouating.
financial, legal, patent. and other general services associated witn

the provision of regulated telecommunications services.

4.0704 Qther Incidental Regulated Revenue - These revenues include the other

incidental regulated revenue not provided for in other Revenue
accounts. Exampiles are as follows:

1. Amounts from unclaimed refunds (except where escheat laws

provide otherwise) or overcharges on teiephone service and .
from overages in cash rcceipts as disclosed in reconciling
differences berween customers’ paid receipts and reports of
actual bank deposits o
Charges {or customer checks returned for non-payment.

Penalities or interest charged for late payments.

Discounts allowed to customers for prompt payments (Debit).
Revenuyes (or rights 10 commercial advertising on compaay owned
public telephone enclosuees and bootis.

Revenues from proccssing commercial credit card charges for
other carniers from coinless public telephones.

.

& nawp

s. DETERMINING AMQUNT TO BILL

.0

5.02

5.03

245

Direct costs are generally determined and accumuliated through use of the
company's cost reporting and cost distribution processcs. [ndirect and
ancillary costs are determined as described in Classilications Letter 10-06
(Overhead Rate Deveiopment Concepts).

v Am i with Pr v R

When property is used diregtlv in providing a billable service it is
appropriate to bill property related costs. Such costs should be determined
for capital assers (e.g.. land. buildings. furniture, computers etc.) when the
investment is used directly in performing the work. As described in
Classificstions Letter 10-06. this direct investment is added to the
supporting investment to provide the total investment. The totai investment
is multiplied by the investment related loadings (e.g.. return on investment,
income tax, property tax, ¢t¢.) to compute the investment related costs for
billing.

The syupporiing investment used in computing the investment related costs is
determined as described in Classifications Letter 10-06. Generally, the
investment associated dirgctiv with work performed for others should be
determined annually by location or inventory using continuing property records
or by allocation of investment 1t 2 location using an Ippropriate usage
factor.
NOTICE
© Not for use or disclosure outside BellSouth ae
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$.0301 Land (Account 2111) investment representing property used directly in
performing work for others should be determined dy dividing the total
land investment at the service jocation by the rotal assignable
building square feet at the service location, {for an iavestment cost
per square foot. This amount should be multiplied by the total
buiiding square feet assigned the service provider, to obtain the land
investment directly associated with the wark performed.

5.0302 Motor Vehicles (Account 21120) investment representing property used
directly in performing work {or athers should be determined by
physical inventory and evaiuated using actual cost records to
determine the total investment. The portion of this investment
utilized in performing work {or others should be determined by
applying an allocation or usage l3ctor appropriate to the work being
performed. Billing for motor vehicle property related costs should
only apply when the motor vehicles are an integral part of the service
provided.

5.0303 PBuyijlding investment (Account 2121) representing property used diregsiv
in performing work {aor others should be determined in the same manner
as described in paragraph 50301 using the total buildings investment
at the service location.

$.0304 Computer investment (Account 2124) represencing property used directly
in performing work (or others is determined in the following manaer:

}. Southern Bell - Divide the expenses associated with the billed
Centralized Data Processing (CDP) job codes (work lunctions) by
the total COP expenses. Multiply this amount by the total
investment.

2.  South Central - Divide the total CDP investment by the total CDP
related expenscs. Multiply this amount by the expenses associated
with the bilicd CDP job codes.

5.0305 Central O(ficc Equioment, and other fclecommunigatigns plaat
investment not spegificyllv mentioned that represents property used

directly in performing work for others shouid be determined by service
location using phvysical inventory and actual cost records to determine
the total investment 3t the service tocation. The portion of this
investment utilized in performing work for others should be determined
- by applying an allocation or usage factor appropriate to the work
- being performed.

NOTICE
Not for use or #isclosure sutnide BellSouth or
any of 1ts subnidiarnes except under written agreement
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6. ACCOUNTING REQUIREMENTS FOR BILLING CATEGORIES

6.01

6.02

Ia this document, the phrase “when billed” refers to the time at which a
billable amount is {irst recognized as an Acsount Recseivable in the billing
company. in some cases this will occur prior to closing the books for the

month in which the costs invalved were incurred by that company. The phrase
does not necessarily refer to the actual preparation/issuance of a bill
document, which may occur in a2 subsequent month. As to the debeor party, the
phrase refers 1o the time at which a billed {or bitlable) amount is first
recognized as an Account Pavable in that party’s books. In cases where the
billing company and the dcbtor party are affiliated, these two corollary
accounting actions would occur in the same month; in other cases, they may

not.

Paragraphs 7-9 provide accounting requirements for the various billing
categories in the lollowing manner: Accounting by the billing company when
incurred, accounting by the billing company when billed, and accounting by
billed company. Accounting requirements are included lor direct, indirect,

and ancillary costs.

7. CUSTOM WORK

7.0%

7.02

Direct costs of constructing property that are incurred under an agreement 1o
construct planct entirely (or another company must be moved out of the
coastructing company’s telecommunications plant account in the month of
initial igcurrence. These costs must appear as an account receivable of the
constructing telecommunications company as of the close of that month. The
appropriate Subsidiary Record Category (SRC) is 1190.4000 lor unaffiliated
companies and 1190.1400 for affiliated companies. This requirement also
applies to that portion of another company's share of direct costs associated
with joint ownership construction.

Any indirect cost incurred should be charged 1o the appropriate expense
accounts. For example, general engineering costs will be booked to Account
6535 (Eagineering Expense) and the costs of procuring materials and supplies
will be booked to Account 6726 (Procurement Expense).

i illen m v when hill

Geénerally, direct, indirect and ancillary costs 3ssociated with custom work
should be appropriately aczounted for by the billing company to Account 7110
(Income From Custom Work). This can be accomplished by crediting the expense
accounts and the Accounts Rcccivable originailv charged and debiting Account
7110 for the total costs. Total recvenues from custom work should be credited
to Account 7130. Return on Investment, gross-up for Ingcome Taxes. profit,
float and the gross receipts t3ces should also be credited 10 Account 7110,
Sales tax amounts should be classificd as 3 credit (o Account 4010, Accounts
Payable. ac .
NOTICE
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Accounsing by billed companv:

7.04 Direct costs billed to 2 BOC in regard to work involving gonstrucrion of
propertv for that company by an outside party should be accounted for in the
billed company as a charge to SRC 1339.9000 (Deferred Charges - Miscellaneous)
until the billing detail is known. At that time. such costs should be
accounted for as charges to the appropriate telecommunications plant
construction/removal accounts. Noa-property rclated costs should be charged
to the appropriate expense accounts. Propcrty-related and ancillary costs
(except sales tax) should be charged to SRC 6728.9000 (Ocher General and
Administrative Expenses). The accounting for saies tax should be atlocated
equitably by the billed company among the accounts applicable to the biiled

direst costs.

8. BEIMBURSEMENTS

801 Reimbursements are defined by the FCC as joint operations, repairing plant due
to damage by others, and obligations to make changes in telecommunication

plant.

JOINT QPERATIONS
Accounting bv the billing comoanv when incurred:

8.02 Direct and indirect costs representing operating expenses incurred for joint
operations associated with regulated tclecommunications operations should be
reported to the applicadble expense accounts of the company performing the work
as they are incurred. and should remain in those accounts of that company
until billing is actvally rendered or until reciprocal aceruals are booked in
the billed company. Direct and indirect costs of work performed for another

company as joint operations thas rcprcscm costs of work ngg associgted with
| jcate should 3ppcar 33 an accoynt receivable

of the telecommunications company pcrlormmg the work, as of the close of the
month in which they are incurred. This billing not associated with regulated
telecommunication operations includes only billing associated with services
which are defined as non-regutated by the FCC. This would include biiling for
services which have never been regulated (c.§., cnhanced voice services) and
those services which have been preemptively detariffed {e.g., inside wire,

CPE).

- NOTICE
Not for use or “:sclosure 2utnide BellSouth or
any of its subsidiarien eRCEPL UAIEr writien agreement
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§.03 When companies engage in joint operations, the billing company should

nv when hill

journalize the reimbursement billing as provided below:

Cost Category

1. Primary Costs

2. Corporate Cperations
Expense Loadings

3. Plant Noaspecilic
Operations Expenses *

4. Property Related
Loadings **

5. Ancillary Costs
{Gross Receipts Tax,
Profit, Fioat)

6. Sales Tax

* Excludes Deprecii:ion

Bitling Co.
Credit

Reported Account or FRC

Corporate QOperations
Expense Account

Plant Nonspecific
Qpcrations Expense
Account

Accounr 5240.9000.
Other Rent Revenucs

Account 5264.9000.
Other Incidental
Rzgulated Revenue

Aczount 3010,
Acsounts Parable

Sectma: 1
Lattar: 10

Desambac, 1043
Effective: Docamiber, 1988

Page: 11

*s [ncludes Plant Specific Opcrations Expenses, Depreciation, Return on Investment.
Gross-up for taxes, Propercy taxes and capital stock taxes

NOTICE
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8.04

8.05

8.06

—— e a e

ing by bil v
Generally, costs should be booked to the appropriate expense account.
Property refated and ancillary costs should be charged to SRC 6728.9000 (Other
General and Administrative expenses). The accounting for sales tax should be
allocated equitably by the billed companv among the accounts applicable to the
billed direct costs.

M PLANT CHAN A
v il moanv wh in

When 3 company incurs direct and indirest costs associated with its property
as a result of obligations or because of damage done to the property, the
appropriate expense or investment account should be charged. Construction
costs associated with obligations and plant damages should be retained in the
coastructing company’s plant accounts until billed.

he hilly mpanyv wh il
Accounting for reimbursements of dircct and indirect costs whea billing for
repairing plant due to damages by others and obligations to make chaanges in
telecommunications plant gencrally requires the crediting of expense or
investment acsounts originally charged. Ths amount actually billed to
recover all or 3 portion of the direct costs incurred for work performed on a
telephone company’s own plant due to obligations to make plant changes or
damage billing should be accounted for in the following order:

(1) Credit the maintenance accounts initially charged in regard to the work
done, up to the totai amount originally charged.

(2) Credit any remainder of the billed amount 1o the depreciation reserve
account, up 10 the total amounrs originally charged thereto in excess of the
cumulative depreciation expense acsruals made previously in respect to the

property involved,

(3) Credit any remainder of the billed amount. as negative charges.

proportionately among the tciecommunications plant capital accounts involved,
up to the total amount charged thercto in connection with the work performed.

(4) Credit any remaining portion of the billed amount to SRC 5264.9000
(Other Incidental Regulated Revenue).

NOTICE
Not for use or disclosuré sutnide BellSouth or
any of ity subsidianes except under written agreement
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8.07

251

8.'0601 A simplified example of the accounting described in paragraph 8.06 is
provided below:

Siiuation:

EE

d

Sep 4

A pole is knocked down and must be replaced. The
original cost of the pole was $1.000 and accumulated
depreciation on the pole was $500. As a result, i1C
has 3 debit balance of $1,000 and tX has a credit
balance of $500. Construction costs associated with
the new pole are $1.500 (charged to IC), and
maintenance costs are $500 (charged to I1M). Since the
pole was destroyed, the Material System revires the
pole by crediting IC (or $1.000 and debiting 1X for
$1,000 (original cost). A bill is rendered (or the
total direct costs of $2,000.

Credit the maintenance costs of $500 1o IM.

Credit I X lor $500. This represents the difference between
the amount charged to L X for the retirement ($1,000), and
the amount of accumulated depreciation in the account
($500).

Credit 1C for $1,000, This represents the difference
between the total amount bilied ($2.000) and the sum of
steps | and 2 above ($500 + $500 = $1,000).

An entry is not made to Account 5264, since no portion of
the billed amount remains.

8.0602 Generaily, indirect costs should be credited to the accounts
originally charged. However, property related costs should be
credited 1o SRC 5264.9000 (Other Incidental Reguiated Revenue).
Ancillary costs should siso be credited to SRC 5264.9000. Sales tax
shouid be classified as s credit (0 Account 4010,

. ing by billed .

Generally, costs should be booked to the appropriate expense account.
Property related and ancillary costs should be charged to SRC 6728.9000
(Other General and Administrative expenses). The accounting {or sales tax
should be allocated equitably among the accounts applicabie to the billed

direct costa.

Sheet Reissuasd
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9 REVENUES

9.0}

9.02

9.03

9.04

9.05

9.06
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XENT REVENUE

ing | il whep § "

Any direct and indirect costs incurred should be charged 1o the appropriate
expense account. BellSouth’s Accounting Policy Letter 300-01 documeats
accounting guidelines for use when |gased property is used along with
another party or used directly in performing work for another party.

! v l I I .”. 'l l ." ‘_

Direct. indirect, and sacillary costs associated with rental are credited to
Account $240 (Rent Revenue) when billed by the billiag compaay. However,
sales tax should be classified as a credit to Account 4010, Accounts

Payable. BelliSouth's APL 300-01 includes guideliaes to be followed when the
property associsted with the billing is leased.

The expense of maintaining and opersting the rented property, including
depreciation and insurance, shail be incfuded in the appropriate opersting
expense accounts. Taxes applicable to the rented property shall be included
by the owaer of the reated property in the appropriste tax 2CcouBts.

When land or buildings are rented on an incidental basis for
non-telecommunications use, the rental and expenses are booked to Account
7360 (Other Non-operating Income).

: ing by billed

Generally, costs should be booked to the appropriste expense account under
the Rents Expense Marrix Identifier (EMI). For example, poie rentsi
expenses are charged to Account 6411 (Poles Expense), under the Rents EMI.

OTHER REVENUE
. . . .
Generally the accounting treatment {or other revenues is handled in the same

manger as rent. However, the billing company should credit the appropriate
miscellapeous revenues account (as indicated below) when billiog is rendered:

Tvpe of Billing Agcount

Corporate Operations $250

Customer Operations 5262

Plant Operations 5263

Other Incidental Reguiated 5264
Revenue i

, Sheet Reissued
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CLASSIFICATION LETTER Sestion: 10

REGIONAL ACCOUNTING MATTERS Letter: 10
. - lasusncs: Jume 13, 1009
PRINCIPLES FOR MISCELLANEOUS Effactive: Juma, 1990
BILLING AND AFTTRLIATED TRANSACTIONS ' Page: 16
12 JOINT COST ORDER APPLICABILITY
Backzround
12.01 On February 6, 1987, the Federal Communications Commissioa (FCC) released

12.02

253

its Joint Cost Order in CC Docket No. 36-11). This order modified Part
64901 (Allocation of Costs) and Part 32 (Uniform System of Accounts) to
reflect its requirements. The Order primarily affects regulated carriers
which also have resources dedicated to the provision of noa-regulated
activities. In the Order, the FCC adopted an steributable cost method of
fully distributed costing, which requirecs that the BOCs assign or attribute
costs to regulated or non-regulated activities. The Order also prescribes
affiliated transaction requirements (or regulated companies in dealing with
non-regulated affiliates. The affiliated transaction requirements of this
Order became effective September 6, 1987, All other requirements of the
Qrder were effective as of January I, 1988.

The Order affects BOCs and non-regulated affilisates when assets are
transferred to or from the BOCs or when services are provided to or received
from these BOCs. Provisions of the Order apply to all the transactions
mentioned sbove regardiess of the affiliates business form (corporation,
partnership, joiat venture, etc.). The Order affects the amount of charges
recorded into or out of regulstion. The FCC does not govern non-regulated
affiliates or non-regulated operations of the BOCs. However, the Order
covers charges includable in the revenue requirements of the BOCs.

¢ Text Changed
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CLASSIFICATION LETTER Section: 10

RECIONAL ACCOUNTING MATTERS Lettar: 10
. - lasusnes: June 22,1990, =
PRINCIPLES FOR MISCELLANEOUS Effective: June, 1990

BILLING AND AFFLILIATED TRANSACTIONS Page: 12

13.03 The FCC's affilizted transaction rules for assets are as follows:

13.0301  Assets Sold or Transferred To The BOCs From Non-Regulated Affiliates
Qr The Non-Reguiated Operations Of The BOCs

A. Shall be valued by the BOCs at the prevailiag price (market
rate) held out to the general publi¢ in the normal course of
business as evidenced by actual sales to unaffiliated entities,
or .

B. If the prevailing price is not applicable, such assets shall be
valued by the BOC at the lower of net book cost or fair market
value,

13.0302 MMM&M
it Or The Non-Regulated O Tns OF The BOC |

A. Shall be valued by the BOCs at prices reflected in tariffs on
file with a regulatory commission, or

B. If no tariff rate is applicable, they shall be valued at the
prevsiling price (market rate) charged to the general public as
evidenced by actual sales 1o unaffiliated eatities, or

C. If no tariff or prevailing price is applicable, the assets
shall be valued by the BOCs at the higher of net book cost or
fair market value.

13.04 Tzx valuation reserves (e.g. deferred taxes, investment tax credits) should pnot
be considered ia the caiculation of net book cost. Also, the BellSouth
Corporation Tax organization has ruled that deferred taxes and investment tax
credits should pgt be cransferred when assets are purchased or sold between
regulated and non-regulated affiliates. If assets are transferred between
regulated and non-regulated affiliates through an equity iafusion, the associated
taxes should be transferred.

# Text Added

NOTICE: Not for use eor disciosure outaide BellSouth
254 . except under written agresmant

FO1KOEH #0461




CLASSIFICATION LITTER Sectian: 10
RECIONAL ACCOUNTING MATTERS D
) - lasuames: Jume 23, 1900 « ==
PRINCIPLES FOR MISCELLANEOUY Efective: Juma, 1000
Page: 30

SILLING AND AFFILIATED TRANSACTIONS .

13.09

13.10

255

B. If the services are not also provided to unaffiliated entities,
the services shall be recorded by the telephone company at cost
which shsll be determined in 8 manner that complies with the
fully distributed costing principies of Part 64.

13.0802 vi vi -
(il

A. If services are provided pursuant to a tarif{, the services
shall be valued by the telephone company at the tariffed rate,
or

B. If the services provided are not covered by & tariff and those
services are also provided to unaffiliated entities, the

revenues derived shall be recorded by the teiephone company ar

the marke: rate as evidenced by actual sales, or

C. If the services provided are not covered by a tarifl and those
services zre not also provided to uasffiliated entities, the
reveaues derived shall be recorded by the telephoae company
using the fully distributed costing principies of Part 64.

v' v. - gy

Essentially, the primary rule is that il the service received by the teiephone
company from the non-regulated affiliate is also provided by the affliliate to
unaffiliated entities or persons, the amount recorded in the teiephone company
books must be based on the market price paid by the unaffiliated entities. The
market price must be based on 3ales by the affiliste to una(filiated entities and
not on purchases of the same service by the telephone company from unaffiliated
entities.

The residual rule states that if the services are not also provided to
unaffiliated entities, the services should be recorded dy the telephone company
based upon the non-regulated affitiate applying the Part 64 cost afiocation
standards (i.e. fully distributed costing).

* Text Changed @ Paragraph Renumbered
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CLASSIFICATION LETTER Secticn: 10

REGIONAL ACCOUNTING MATTERS Letsar 10

. . lsusnse: Jume 22, 1990
PRINCIPLES FOR MISCELLANEOQUS Effsctive: June, 1900
BILLING AND AFFILIATED TRANSACTIONS - . Page: 12

Cfiliated T ion Guidelines Apolicasi BellS Servi

13.13 The FCC has stated that BellSouth Services (BSS) is subject to the affiliated
transaction rules. As a result, BSS is subject to the affiliated transaction
rules when dealing with reguiated affiliates (i.e., telephone companies) or
non-regulated affiliates (c.g.. BellSouth Enterprises). An exception to BSS
following the affiliated transaction rules is possible only if none of the
associated costs will ever be transferred into regulation. Any exception must
have concurrence from the BSS Comptrollers - Joint Cost and Accounting Principles
group.

T ions Berween BSS and the Teleot c :

13.14 As stated above, transsctions between BSS and the telephone companies are subject
to the affiliated transactions rules. When the rules are applied to traassctions
between BSS and the telephone companies, BSS is treated as a pon-regulated
affiliate. :

Asset Transfers Between BSS and the Telephone Companies

13.15 Asset transfers or sales between BSS and the telephone companies are subject to
the affiliated transaction rules. Common exampies of asset transfers include the
transfer of furniture, computers, motor vehicles etc. between the two eatities.

In the absence of sales to unaffiliated entities, generally asset transfers from
BSS to the telephone company should be booked at the lower of net book cost or
fair marke: value. Generally, assets transferred to BSS from the telephone
company should be valged at the higher of net book cost or lair market value.
Sec Paragraph 13.03 for the specific rules for asset transfers.

Services Provided by Telep! C . BSS

13.16 The afTiliated cransactions rules for services are applicable to sil services
provided by the telephone compsnies to BSS. Services provided to BSS by the
telephone companies include administrative services, asset usage, house services,
ete. Generally, these services provided to BSS should be valued using fully
distributed costing principles. See Paragraph 13.0802 for specific guidelines.

Services Provided 1o Telehane C ics by BSS

13.17 Services, products, and supplies provided to the telephone companies by BSS are
also subject to the affiliated transaction guidelines. Such services inciude
procurement functions, corporate support, information system services, marketing
support, network planning ¢tc. Predominatcly the services and supplies which are
provided by BSS to the telephone companies are not provided to unaffiliated
entities. In this case, fully distributed costing is the proper accounting
treatment. If BSS provides 8 service to the telephone companies and provides
that same service 10 a non-sffiliated entity (on other than an incidental basis),
that service should be billed to the telephone companies based on the market
rate. See Paragraph 13.0801 for the specific guidelines.

# Text Added - ® Text Changed
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CLASSIFICATION LETTER Saction: 10

RECIONAL ACCOUNTING MATTERS . Lettar: 10

: Immuance: Juae 13, 1990 .-
PRINCIPLES FOR MISCELLANEZOUS _ Efective: Juss, 1990
BILLING AND APTIIATED TRANSACTIONS . Page: 34
14.03 If a tariff or market rate is not applicable for an asset transfer. the asset's

14.04

14.05

14.06

fair market value, original cost, and accumulated deprecistion should be
determined. The telephone company Comptroliers organization shouid retain this
information lor all assets sold or transferred from the telephone compasnies to
noan-regulated affilintes.

Assets purchased or transferred from a non-regulated sffiliate to the telephone
company must be recorded at the lower of their net book cost or fair market
value, if 2 prevailing market price does not exist. If the asser’s fair market
value is iower than its net book cost, the asset must be “writtea down®,
Geanerally, this write down thould be recorded by the non-regulated affiliate
before the asset is sold to the teiephone company. As a result, the asset's
accumulated depreciation will be increased by the non-regulated affiliate (or the
amount of loss in value. The telephone company will thea record the asset,
including the depreciation adjustment made by the nonregulated affiliate.

The cransferring entity should determine the fair market value for sssets
purchased or transferred between regulated sad non-regulated affiliates. The
telephone company Comptrollers organization should assist in the fair market
valuation of assets sold from the telephone company to non-regulated sffiliates.
If an appraisal is necessary, the appraisal should genersily be performed by 2
nonaffiliated entity to cnsure an independent valuation. The transferring eatity
will be responsibie for the costs of determining the appropriate transfer price.

Services

All services, products, and supplies purchased or soid between the teiephone
companies and non-regulated affiliates mus: be recorded in the regulated sccounts
based upon the affiliated transaction rules. The telephone compasy Comptroliers
organization is responsible for ensuring that sil services are valued

appropristely snd all associsted documentation is retained. Whea services are
provided from a non-regulated affiliate to the telephone company, the
non-regulated Comptrollers organization should notify the telephone company
Comptrollers if a market rate exists. When services are provided {rom the
telephone company to & non-reguiated affiliate, the telephose company
Comptrollers orgsnization should determine if 3 tariff or market rate is
applicable. The telephone company Headquarters Comptrollers organization should
assist in determiping il a3 tariff is applicable. .

¢ Text Changed @ Text Deleted # Text Added @ Paragraph Renumbered
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CLASSITICATION LETTER Sestion: 10

REGIONAL ACCOUNTING MATTERS Lattar: 10
. ~ lasuancs: Jume 32, 1990 .
PRINCIPLES FOR MISCELLANEOUS Rfisctive: June, 1900
BILLING AND APFILIATED TRANSACTIONS Pagu: 38
18. TRANSACTIONS BETWEEN AFFILIATED TELEPHONE COMPANIES .
15.01 Transactions between affiliated telephone companies are got subject to the *
afliliated transactions rules as described in paragraph l4. Purchases, sales, '
and transfers of assets between affiliated telephone companies are accounted for .

as provided in Part 32 of the Uniform System of Accounts. Generally, these
transactions should be recorded at net book cost.

@

15,02  The BellSouth Corporation Tax organization has stated that the Accounting Offices
should not transfer deferred taxes and investment tax credits when assets are
purchased or sold between affiliated telephone companies.

Burchase of Assets between Affiliated Tejeohone Comognies ..

15.03 All property, piant and equipment acquired from a regulated affiliate is
accounted for at griginal cost. The accounting for property, plant, and
equipment recorded at original cost is described in Accounts and SRCs, Section 2,

Part A. :

15.04 The company shall submit to the FCC for consideration and approval copies of
journal eantries recording acquisition of telecommuanications plant covered by this
instruction when the cogsideration paid is $1,000.000 or greater. The text of
such entries shall give a compiete description of the property acquired and the
basis upon which the amouats of the eatries have been determined.

Salc of A herween Affiliated Telenhone C . .

15.05  The accounting for the sale of telecommunicsations plant between regulated @
affiliates is prescribed by Part 32. When depreciable operating
telecommunications plant {(excluding buildings in Account 2006, and also exciuding
lasd and artwork) is sold without traffic, the accumulated depreciation acgount
shall be charged with the original cost of the property retired pius the cost of
removal and credited with the salvage value and aay insurance proceeds
recovered. Any profit or loss oo the sale of depreciable operating
telecommunications plant is reflected in the salvage entry that is made to the
depreciation reserve account, and is reflected in future calculation of

depreciation rates.

15.0501 In the uousual case when telecommunications ptant is sold together
with traffic, the original cost of the property should be credited -
to the applicable plant accounts, and the estimated sccumuiated
deprecistion and smortization shall be debited to the appropriate
accumulated accounts. Any differeace between the net amounts of
such debit and credit items and the consideration received (less
commissions and other sales expenses) should be included in Account
7350, Gains and Losses from Disposition of Certain Property.

15.0502 The accounting for the sale of nonoperating plant should be handled
as described in Accounts aad SRCs, Section A, Part B,
¢ Text Changed ¢ Text Deleted - # Text Added @ Paragraph Renumbered @
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CLASSIFICATION LETTER Setrian; 10

REGIONAL ACCOUNTING MATTERS Letter: 19

lassusnce: Decamiber, 1908

PRINCIPLES FOR MISCELLANEOUS Efsctive: Decomber, 1943
BSILLING AND AFFTILIATED TRANSACTIONS . = ' Exhibit 4 ~ =

Page: 1

REPORT OF ASSETS TRANSFERRED/SOLD FROM (OR TO) BELL
TO (OR FROM) UNREGULATED AFFILIATES

Unregulated Afliliate:

State: For Month OF:_____ Date lssued:
Asset ® Basis Fair Market Net Book
Desgription  Agcount Total S {or Prigg Valye Cost

e Tarifl. Market Rate. Net Book Cost. or Fair Marker Value

- NOTICE
Not (or use or disciosure outnide BellSouth or
sny of its subndianes exceDt under writtan agreement
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CLASSITICATION LETTER Sectien: 10

REGIONAL ACCOUNTING MATTERS Lattar: j0
issuance: Decambaer, 1988
PRINCIPLES FOR MISCELLANEOUS Efscuve: Detomber, 1083
BILLING AND APFILIATED TRANSACTIONS - ~ _ Exhibis B
Page: 1
REPORT OF SERVICES PROVIDED FROM(OR TO) ___ BELL

TO (OR FROM) UNREGULATED AFFILIATES

CUnregulated Atfiliate:

State: For Menth Of: Date Issued:
Authority
Number,
Service Aceount Monthly Year-To- *® Basis for
Description Number Rilling Date-Billing Billing

® (Tariff. Market Race. or Fully Distributed Cost)

NOTICE
Nat (or use ar 4utirrure cutstte DeliSouh or
any of ita subm-hiares #Ecept uNier writien agreement
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Item No. 6-016
Attachment Iv

File Code 710.0400

February 28. 1991
Bir_rn;’ngham. Alabkama _

TO: Officers of BellSouth Services, South Central Bell and Southern
Bell

FROM: Rebecca M Dunn, Vice President - Corporate Affairs, BellSouth .
Services _

SUBJECT: Implementation of Executive Directive No. § - Affiliate
Transactions

Executive Directive No. 8, which prescribes documentation and approval
requirements for affiliate transactions, became effective December 31, 1990.
My staffl in Regional Accounting Matters is in the process of preparing more
detailed procedures which will be issued as 3 Classification Letter withia 3
few weeks. I the meantime, the interim guidelines attached may be used.

We are also preparing information to be directed to all associates, ia the form
of newsletter articles.

Questions regarding the guidelines should be directed to Selene Patterson at
{205) 977-.3234,

Attachment
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The BSS or BOC orgaaization proposing the transaction should communicate
the proposal ia writing at Vice President level to L. L. Schoolar, Vice
President & Comptrolier. The proposal should be forwarded directly to
Selene Patterson, Segment Manager - Joint Cost and Accounting Principles,
3535 Colonnade Parkway - South ESCI, Birmingham. Items in the proposal

should include:

1. A complete description of the proposed contract and/or
transaction including idenatification of the purchasing affiliate,
frequency. magaitude, basis for pricing, etc.

Rationsle as to the financial and strategic importance to
BellSouth of the transaction.

[ B
H

Identification of alternative sources of supply available to the
purchaser, il any.

L

4 Provisions for compliance with FCC and state regulations noted
above.

Within Comprrollers. the documentation will be reviewed initially by
organizations responsible for Joint Cost Order compliance and Coatract
Administration requircments. Additionally, it will be reviewed by BSS

Regulatory and Legal representatives,

There will aiso be 2 review of the proposal by BellSouth Enterprises and
BellSouth Corporation. When all parties have spproved the proposal, BSS
Comptrollers will notify the initiating organization that the proposal may

proceed.

264
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GUIDELINES FOR IMPLEMENTATION IN SOUTH CENTRAL BELL. SOUTHERN BELL
AND BELLSOUTH SERVICES OF BELLSOUTH
EXECUTIVE DIRECTIVE NO. 8 REGARDING TRANSACTIONS WITH AFFILIATES

Background

Executive Directive No. 8, titled "Affiliate Transactions® (copy

attached), defines review and approval requirements for aew affiliaced

transactions having direct or indirect impact on regulated telephone

companies. These requirements are intended to ensure compliance with

Federal Communications Commissions (FCC) Rules, Section 32.27 and 64.501, .
as well as various state regulations regarding affiliate transactions.

The review and approvals are to occur prior to mplementauon of the

transactions or contracts.

-omotiance Regui

When sgrvices are performed for an affiliate, FCC Rules require that
billing for the services be valued at:

1. Tariffed rates, if applicable (when the service is performed by a
regulated company),

If a tariffed rate is not applicable. 3 market rate, based on
substantial prior sales by the service provider 1o third parties;

1
H

3 If neither a tariffed rate nor 2 market rate are applicable,

fullv distributed cost of providing the service.

When a53¢38 are transferred to a nonreg affiliate by BSS or 3 BOC the
selling price is to be set At _

1. Market price, if the assets are commoaly sold to third parties;

If a market price does not apply, the higher of the net book
value of the asset or its fair market vaiue. NOTE: Whea a BOC

sells assets to BSS, this rule sers the seiling price, whean
market price does not apply.

-
a—-
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When 253813 are purchased from 3 nonreg affiliate by BSS or 3 BOC the
selling price is (0 be set ar;

.

l. Market price, if the assets are commonly sold to third parties;

2. If a market price does not apply, the [owgr of the net book valuye
of the asset or its fair market value. NOTE: When a BOC

purchases assets {rom BSS, this rule sets the selling price, when
market price does not apply.

Ihe Procass

In transactions with affiliates. the primary emphasis with respect to
compliance is on the seller or provider of assets, materials or services.

Within BSS, the review process will dea! with proposals from BSS
organizations to provide assets, services or materiais to other

nonregulated affiliates, outside of the normal Authority Code process.
Within the BOCs, the review process will deal with proposals from BOC
organizations to provide assets, services or materials to sosregulated
affiliates which fall outside of the normal intercompany Billing Authority
process. Fixed asset transactions with book values of iess than $25,000

are not to be forwarded for review.

It should be noted that the frequent and routine provision of services and
materials by BSS to South Central Bell and Southera Bell or vice versa is
not included in this review process. since adequate coatrois are in place
through the billing process and contract administration to ensure
compiiance on these transactions. Similarly, if the proposed provision of
services is to be handled on an AC basis (BSS) or on a3 BA/RBA basis (BOC)

with the nonregulated affilizte, review is not required.

The process begins with determining if the proposal fits the scope for
review:

o BSS or BOC is the selter
o A nonregulated affiliate is the purchaser

0 The transaction is not to be billed at fully distributed
cost through the AC process

o The transaction is not one already covered under a
coatractual arrangement which has been reviewed for
affiliated transactions compliance
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Item No. 6-

BellSouth Beadquarters EXECUTIVE INSTMTIONS NO. 2, sporrsgaciment
July 1989 _
] Fage T _
. conTENTS
_ Page
1. PURPOSE vevoueeeenennennns eeennannn ORI
2. DEFINITIONS ........ teteeateeseessesnseaseennsnnseesesesteranneerreens 2
3. PORMAL CONTRACTS cccecvevacasascsnsnsccnaas cesesscosstrtsnennasa. st 3
4. CONTRACT TERMS AND CONDITIONS ....... eteeeereraceenane crecrennneeeees 4
5. BACKGROUND CHECKS AND PINANCIAL EVALUATIONS -veveevecereecenscsceeenns 6
6. BIDDING, AVARD AND ADMINISTRATION «veveceececeeoosocsosecenosonsnsenes B
7. APPROVAL AND REVIEV REQUIREMENTS «.uuevceesvececcassoconcocacannn ceeee B
8. DISTRIBUTION AND RETENTION «.c.oeeeeeevennsonannnnnsossosaesesscscases 11
9. LRASE REPORTING «evevvnnsoncnennnssnosenssnsnnsnsnnranns ceeeererieens 12
EXHIBITS

A. BELLSOUTH POLICY ON DEALINGS VITH CONTRACTORS AND SUPPLIERS .......... 13
B. Rr-3303, NONDISCRI&INATION COMPLIANCE AGREEMENT ..ccccocvceccvesescsces 1b
C. RF-5303-A, NONDISCRIXINATION COMPLIANCE AGREEMENT/CONFLICT OF INTEREST 15
D. PORM V-9, PATER’S REQUEST POR TAXPAYERS IDENTIFICATION NUMBER ........ 16
E. PROSPECTIVE CONTRACTOR/VENDOR QUESTIOMNAIRE ....cccvveveccsnssecscscss 1B
F. CONTRACT FPACT SHEET ...cvcececacccncscscncnscsccasnssscnsacsacsscssnone &3

APPENDICES
A. NINORITY AND VOMEN'S BUSINESS ENTERPRISE PROGRANM
B. GUIDELINES POR QUOTATION PROCEDURES

-1. PURPOSE

1.01 These Instructions define the policies regarding the preparation,
avard, approval and administration of contractual agreements vith outside
parties. It also provides basic guidelines on the selection and qualification
requirements te be folloved by the operating departments in securing goods and
services from contractors and vendors.
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BellSouth Beadquarters EXECUTIVE INSTRUCTIONS MO. 25! speryom

July 1989

) ~ Page3d

clerks, typists). These types of contracts assist 1n ruaning the
day-to-day operations of the business.

h. Master Contract - An executory contract vhich provides an overall
agreeaent outlining mutual obligations but vhich requires additional
agreesment or authorization to initiate specific transactioas covered by
the contract. To qualify as a master contract, the agreesent aust
include either transaction unit prices or the basis for calculation of
payment for individual transactions. The purpose of this contract is
to provide specific conditions over a reasonable period of time for the
conduct of transactions of an irregularly recurring nature or of

varying magnitude.

i. Capital Lease - A lease vhich transfers substantially all the benefits
and risks inherent in the ovnership of the leased property to the
lessee. To be considered 2 capital lease, 3 lease must meet the
ecriteria established in Statement of Financisl Standards No. 13,
Accounting for Leases and Statement of Financial Standards No. 98

Accounting for Leases.
j. Operating Lease - All lesses not meeting the definitions of a capital
IcEse as defined in item (i) above.
3. PORMAL CONTRACTS

3.01 The primary purpose of a vritten agreement is to protect the interests

of contracting parties should subsequent litigation.be necessary. To this end,

each operating department is charged vith the responsibility of obtaining foraal
contracts in all cases vhere the best interests of BellSouth vill be served.

For the purpose of this Instruction, a formal contract is defined as one vhich,

in all its terms, is in wvriting.

3.02 BellSouth Headquarters has no centralized contract group responsible
for overall coordination of contract negotiation, preparation and monitoring.
Each of the operating departsents, in conjunction vith the Legal department, is
responsible for identifying contractual obligations and determining the need for
formal agreement pursuant to the requiresents of this Instruction.

3.03 An agreement vith BellSouth Services is in place vhich allovs for the
use of their centralized contract group. There is no obligation to use this
organization unless the department so chooses. BellSouth Services contract
group is available to discuss vendor selection requirements, as vell as
recoumend and assist in vendor selection. They vill also coordinate contract
_negotiations and prepare foraal agreements, if needed. The Headquarters
“departments vill, hovever, be responsible for securing necessary approval and
concurrence signatures, for notifying Security vhere background checks are
varranted and for fulfilling document distribution and retention requiresents.

.04 Basic Requirements: As a minimum, vritten agreements are required for
the folloving types of contracts. Transactions vith outside legsl counsel are

excluded from these requirements.

a. All contracts for the purchase of tangible goods and the services
associated vith the furnishing of those goods, vhere the total net cost

M)
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4.02 Vendor Relations: Purchases of goods and services involve an area

particularly vulnerable to charges of favoritism and undue influence. Each
continuing supplier of goods or services and each contractor, vith vhom
BellSouth does business, should be provided vith the position statement,
"BellSouth Corporation Policy on Dealing vith Contractors and Vendors®, as

depicted in Exhibit A.
other matters invelving contractor relations vith BellSouth employees.

the responsibility of the department negotiating the contract to ensure that

This policy covers business gifts, entertsinment and
It is

prior to the execution of all goods and services contracts, the supplier
provides a signed statement listing the names of BellSouth employees vho hold
ovnership or beneficial interest in the income of the contracting firm; or
certifying to the fact that there are none. This requirement vill not be

necessary if the contractor is a corporation vhose securities are publicly

traded.

4.03

Nondiscrimination Compliance Agreement/Conflict of Interest, Form RF-3303-4A,

In addition, unless Legal Department approval is obtained, it shall be
mandatory that all goods and services contracts contain the Nondiscrimination
Compliance Agreement, Form RF-5303, as depicted in Exhibit B or the

provided in Exhibit C.

4.04

Minority and Vomen’s Business Enterprises: In all contracts or

purchasing arrangements, it is the policy of BeiiSouth to afford qualified
minority enterprises the opportunity to serve as required in Executive Order

11625 and Part 1-1, Chapter 1 of Title 41 of the Code of Federal Relations.

Qualified available minority enterprises should be considered for all quotation

offerings.
documented.

4.05

determination of vhether

Personal services and esployer-esployee relationships: The

a particular subordinate is an employee or an

Unsuccessful attempts to identify or utilize minority firms must be
Appendix A contains specific requirements in this regard.

independent contractor depends on the issue of control along vith various other
If the superior has hired the subordinate merely to achieve s result
and has left decisions regarding the method and manner of achievement up to the

factors.

subordinate, the latter is probably an independent contractor.

On the other

hand, if the superior actually controls or has the right to control the method
and manner of achieving the result, then the subordinate might be considered an

eaployee.

4.06

and manner of doing the vork.

The delineation, hovever, is not alvays easy. The most important
question is vhether the superior controls or has the right to control the method

other factors must be taken into account.

269

Is the subordinate engaged in a distinct occupation or business?

Vhere the matter of control is not so obvious,

Is the type of vork customarily performed by employees and do persons
in the locality generally regard those doing such vork as employees?

Vhat skills are required in this particular occupation?

Vhich party supplies the equipment and place of vork for performing the

task?
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5.02 Security background checks vill not be necessary vhen the confractnr is

a corporation or vholly-ovned subsidiary of a corporation vhose securities are
traded on a national or regional stock exchange or regularly reported in the
over-the-counter quotations in the financial press. Also, a batkground check
vill not be necessary if one has been made vithin the last three years,

provided:

a. the ovnership, officers, etc. have not changed during that period, and

b. there is no other knovn factors that should be considered in making a
decision to avard a contract.

5.03 Vhere a background check is varranted, the contracting department

must furnish the prospective bidder or consultant a copy of the questionnaire
showvn in Exhibit E. The completed questionnaire should then be forvarded to
BellSouth Security vith a request for background investigation. The Security
organization is responsible for completing background checks vithin 90 days
folloving receipt of the departmental request. Background checks vhich are not
required by this Instruction vill be performed vhen specifically requested at

Authority Level 60.

5.04 The background check may be conducted prior to, or coincidental with,
the avarding of the contract as best suits individual departmental needs.
Results of background checks vill be reported to the requesting department at
Authority Level 60. All results of bac%;round investigations are considered
roprietary information and are not to be disseminated to the contractin rm

Or to any emplovee vho does not have a “need to knov™.

5.05 There may be occasions vhere business circumstances necessitate the
avard and approval of a contract prior to receipt of the completed background
check. Such contracts may be avarded, after the background check has been
requested, provided the contract contains a clause vhich allovs BellSouth to
terminate the contract, vith or vithout cause, and vhich vill release BellSouth
from any liability or further performance, should BellSouth decide that such

action is in its best interest.

5.06 Under certain conditions, the operating department may feel that a
background check is inappropriate. A formal vaiver is alloved if authorized at
Authority Level 65. Any decision to formally waive a required background check
sust be fully documented by the operating department, vith suitable records
maintained vith the department’s and Comptrollers’ copies of ‘the related

agreement.

5.07 The Corporation could be exposed to considerable losses vhen large
contracts involve unstable companies. Therefore, an evaluation of the financial
condition of the contracting firm should be made regardless of vhether or not
these companies are publicly traded. It is the responsibility of the department
entering into the contract to request the Assistant Treasurer - Corporate :
Finance to conduct a formal financial evaluation. The evaluation should include
such checks to ensure the contracting company is in a financial position to
coaplete the contract. It is also the responsibility of the negotiating
departsent to request from the contracting party the data required by the
Assistant Treasurer to complete the evaluation.
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! 75 50.000 Unlimited
i 80 36,000 ' Unlimited
7.03 The above approval limitations apply to the total expenditures over the

life of the contract. For contracts that are cancelable at the option of
BellSouth, the limitations apply to 12 months estimated expenditures atr the rate _
specified in the contract, plus other costs such as cancellation costs. The
approval limitations are also subject to the folloving restrictions.

a. The provisions of the contract should be restricted to the
adainistrative areas of responsibility of the approving authority.

b. The primary term of the contract should be specified to not exceed one
year and not be automatically renevable, unless approved at Authority
Level 65 or above, and further:

c. An Authority Level 63 manager may exscute contracts vith primary
periods of more than one year subject to the sonetary limits specified
above, provided the total commitment of the primary and reneval option
periods, do not exceed five years.

7.04 If the total amount payable under the terms of the contract is not
specified but rather, payments are to be based on a rate per hour, per itea, or
some other measure (e.g., SaSter contract), the contract sust be approved at
Authority Level 65, unless lover approval can be supported based on a vritten
estimate of payments over a 12 month period. Vhere this provision is invoked, a
copy of the vritien estimate must be appended to all copies of the contract
distributed vithin BellSouth. If at any time during the term of the cosmitment
it is determined that the contract is under-approved, it should be brought to
the attention of the approving authority and steps taken by those responsible to
provide vritten explanation and a revised estimate for the term of commitment
(or 12 month period). The revised estimate should be approved as provided in
Paragraph 7.02. A copy of the approved revised estimate should be distributed
to all holders of the contract vithin BellSouth, to be appended to their copy of
the contract.

7.05 Large contracts are not to be divided into several smaller contracts in
order to circumvent the minimums established for forsal bidding procedures,
approval and reviev requirements, background checks and financial evaluations.

7.06 Legal Reviev: Formal contracts must be revieved by the Legal
Department as to form. Likevise, amendments and changes to existing contracts
must be similarly revieved. Legal reviev should be secured prior to execution
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7.12 If all requirements are met, '3 unique contract number vill be assigned
to each formal agreement for monitoring purposes. The contract nuaber vill
consist of the first three digits of the responsibility code of the approving
authority, folloved by the last tvo digits of the year in vhich the contract vas
approved plus a sequential assignment for each nev contract signed that year.
For example., if the first contract approved in 1989 vas vithin the Comptrollers
Department. then its contract number vill be "H13-89-1%. Formal notification of
the assigned contract number vill be provided from Comptrollers to the operating

department for use in processing contract payments.

7.13 Corporate Services and Project Billing Agreements: As specified in
Executive Instructions No. 1, BellSouth Headquarters pertorms certain functions
for its subsidiaries. The costs of providing these services vill be assigned to-
the subsidiaries based on measures of use and in accordance vith cost allocation
agreements negotiated vith the subsidiaries, subject to the provisions of
Executive Instructions No. 10. All cost allocation agreements and any

amendments thereto, must be approved by the Vice Chairman on behalf of
BellSouth.

7.14 Affiliated Transactions: Transactions betveen the BellSouth

Corporation and its subsidiaries and affiliates must comply vith the
requirements of the Federal Communications Commission’s Joint Cost Order.

Any nev affiliated transactions having direct or indirect impact on regulated
telephone company expenses or investments must be submitted prior to their

implementation for approval by the BellSouth Vice President - Comptroller,
Bc%ISouth Enterprises Vice President - Finance, BellSouth Services Vice

President - Corporate Affairs or their designated representatives. (Note: For
ongoing transactions occurring subject to a contractual relationship betveen
entities, this approval refers only to the contract and not to the individual
transactions vhich may take place under the contract.)

7.141 Specific documentation requiremeants for the reviev and approval process
vill vary by type of transaction/contract proposed, but should include as a

minimum:

1. complete description of proposed contract and/or transaction(s)
including frequency, magnitude, pricing methodology, etc.

2. discussion of financial and strategic importance to BellSouth,
3. evaluation of alternative sources of supply, if any, and

4. demonstration of compliance vith FCC and state PSC regulations a.
referenced above. _ =

7.142 Additional documentation may be submitted or requested if
circumstances varrant. Vhen products or services are provided to a regulated
entity, the providing entity must be prepared to produce, on demand, for
inspection by the appropriate regulatory authorities. the documents necessary
to substantiate the market price or the reascnableness of its costs.

7.15 Supplemental A rovalé Supplemental approval vill be required for any
substantive change in the terms of an agreement or in the event that total
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Accounting Services for each nev, reneved. modified and canceled lease or
sublease vith a noncancelable term of one year or more and a minimym rental
comai tment over the life of the lease of 5S10,000. Such reporting is required
regardless of cancellation clauses included in the lease agreement. It is the
responsibility of the operating department executing the lease to prepare and
forvard the Form RF-5225, together with & copy of the associated lease, before
lease payments begin. BellSouth Administrative Procedure No. 002-002-001, Lease
Reporting, contains appropriate instructions for the preparation and submission

of Forms RF-52235.

9.02 Certain leases including leases vith a term of one year or longer must

be revieved by Treasury, Legal, Tax and Industrial Relations prior to contract
approval. See paragraph 7, Approval and Reviev Requirements for details.
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EXHTIRIT A
July 1989
{Reference Patagraph .02} - PI‘Q ii -

BELLSOUTH CORPORATION POLICY ON DEALING VITH CONTRACTORS AND VENDORS

Position Statement

BellSouth Corporation and its affiliated companies (hereinafter "BellSouth®) do
business vith thousands of contractors and vendors. It is a fundamental policy
of BellSouth that such dealings shall be conducted on a fair and
non-discriminatory basis, free from improper influences, so all participating
contractors and vendors may be considered on the basis of the quality and overall

cost of their product or service.

BellSouth’s policy is to seek out and obtain technically suitable products and
services at the lovest overall cost. Accordingly, BellSouth vill not recognize
any oral agreement. Any conversations vith BellSouth’s employees or
representatives shall not be construed to imply a comaitment or obligation on
behalf of BellSouth. Any information disclosed or made knovn to BellSouth shall
be deemed as public and nonproprietary. Information shall not be received in
confidence, unless a prior vritten agreement authorizing such exchange of
information has been executed by an authorized representative of BellSouth.

BellSouth is committed to doing business vith contractors and vendors in an
atmosphere in keeping vith the highest standards of business ethics. Therefors,
it is BellSouth’s policy that our employees shall not accept from customsers;
vendots of property, goods, or services; or from other persons any gifts,
benefits, or unusual hospitality that may in any vay tend to influence or have
the appearance of influencing them in the performance of their jobs.

Those employees of BellSouth authorized to make purchases or negotiate contracts
are avare of this policy and your cooperation is solicited in order to forestall
any embarrassing situations.

I have read and acknoviedge the foregoing:

Name

(Signature)

Nane —
(Printed)
Title
Corporate
Affilidtion )
Date
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BellSouth Beadquarters EXECUTIVE INSTRUCTIONS NO. 2, SECTION 1
EXHIRIT ¢

July 1989
~ Page 19 - =

({Refacence Pateoqgraph 5.01)

PROSPECTIVE CONTRACTOR/VENDOR QUESTIONNAIRE Page 1 of 4

Submitted To:

Submitted By (Company Name):

Address:

City: State: 2ip:

List Holding Companies,
Partnerships, subsidiaries,
ete. that are affiliated
vith firm.

1. Type of Firs [ ] Corporation { ] Partnership { ] Sole Proprietor

State Incorporated: Date:

Corporation Number: Years in business under present name

Date and location company formed:

City Business License Number:

County/Parish Business License Number:

State Sales Tax Number:

Previous names under vhich you have operated this business.

2. Major stockholders, officers, partners, ovners, Board of Directors, etc.

. AR NN L L

(List nane as follovs: Last, First, Middle

Name: ‘ 31 - -

Title: D.0.B. - -

Address:

City: State: 2ip: _

Name: 3.1 ) -

Titl&i . DOO-B- &)
) D/L &

Address:

277 City: ' State: Zip:
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BellSouth Headquarters EXECUTIVE INSTRU..IONS NO. 2, SECTION 1}

EXHIBIT B
July 1989 _
(Reference Paragresph 5.031} . Page 21
PROSPECTIVE CONTRACTOR/VENDOR QUESTIONNAIRE Page 3 of 4
6. Private Background Inforsation

i

Have you at any time failed to complete a contract? { ] Yes [ ] No
Are there any judgments, claims or suits pending or
outstanding against you, your firm or any projects? { ] Yes [ ] Mo

If the ansver to either question is yes, submit details on a separate sheet.

List all liens or lavsuits in vhich your firm has been a'part in the last $
years. (Docket # and Court Name)

RN R S e . S L . . 25 SR 55 SR S A I AR R RN Wur - Al iy ana

7. Financial Stateaent

-

Current Asseis

 Fixed Assets (depreciated)

Other Assets

TOTAL ASSETS

Current Liabilities

Long Term Liabilities

"nw W wn w » »n w»n

TOTAL LIABILITIES
NET VORTH

L

i

Date of latest balance sheet

Prepared by:
(Certified Public Accountant)

Dated at ' Month, Day, Year
Note: Please attach a ctrtified copy.

SESeSEEEAEN S EESSEEEGS AN ESIENSCENARNEESSEEEUESSENRER --’-.-.--..-.--.--.------.

o ocao st meee ccaiaa madar wpitPen asrsasent




BellSouth Beadquarters EXECUTIVE INSTRUCTIONS NO. 2, SEBCTION 1

July 1989 — ..
{Refereancs Pacragraph 6.011). =

CONTRACT FACT SHEET

CONTRACT NUMBER

VENDOR DEPT
ADDRESS CONTACT
ADDRESS

CONTRACT TERMS (if applicable)

BEGIN DATE MAXIMUM AMOUNT

END DATE

BRIEF DESCRIPTION OF OBLIGATIONS

PREPARED BY DATE:

TELEPHONE

PAYMENT DATE | PAYMENT AMOUNT | CUMULATIVE AMOUNT
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EXECUTIVE I “RUCTIONS NO. 2, SECTION 3

BellSouth Headquarte
APPENDIX 4

July 1989
-~ —mﬂﬂ

(Reference PFParagraph 4.04)

MINORITY AND VOMEN’S BUSINESS ENTERPRISE PROGRAM

1.0 The BellSouth Headquarters Minority and Vomen’s Business Enterprise
(M/VBE) Progran has been established to ensure compliance vith Federal
Regulations as contained in Executive Order 11625, 12138, 12432, 12426, and
Public Lav 95-307. It is policy of BellSouth, consistent vith our other equal
employwent responsibilities and as a government contractor, to provide that
saximue practicable opportunity be given to sinority and vomen’'s business
enterprises and to sheltered vorkshops to participate as suppliers and
contractors to our company. Their participation in our business reflects our
commitment as a corporate citizen to support the economic development of the

community and the nation.
1.02 The basic objective of the Minority and Vomen'’s Business Enterprise

Program (M/VBE) is to provide the opportunity for minority and vomen owvned
businesses and sheltered vorkshops to compete for cospany contracts or furnish

goods and services to our cosmpany.

1.03 To accomplish this objective, the folloving related objcctiées have
been established: '
To actively and diligently seek out minority and vomen vendors and

sheltered vorkshops having the capability of supplying those goods and
services necessary for the company’s varied operations; '

b. To identify those service areas for vhich minority and vomen vendors
and sheltered vorkshops have the potential of becoming a supply source;

¢. To utilize minority and vomen vendors and sheltered vorkshops to the
fullest extent possible.

1.04 Although our commitment is to utilize minority and vomen enterprises
and sheltered vorkshops to the fullest extent possible, a goal vill be set each
year by the Vice Chairsan to enable us to measure our progress in the M/VBE
Program and to demonstrate our commitment to the Program. Results of the
utilization of M/VBE and sheltered vorkshops are carefully sonitored against
these objectives, and our progress tovard these goals is noted quarterly.

2. DEFINITIONS

2.01 For the purpose of these instructions, the folloving definitions are
provided: ‘ ‘

-8 linbrigzlwo-cn Vendor --Defined as a supplier or contractor vhose
business is ovned, controlled and operated by minority or vomen group
sembers.

b. Operate - Defined as exercising the pover to make policy decisions
aE;ecting the operations of the business.
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BellSouth Beadquar s EXECUTIVE [  RUCTIONS NO. 2, SRCTION )

APYED)
May 1991 iU
'lotoro.ne- Pactagqrapn 6.01) ,l‘. I
GUIDELINES POR BIDDING PROCEDURES
1.01 It is the policy of BellSouth Headquarters to obtain goods aﬁd services

at the lovest possible cost, consistent vith quality, dependability and good
business practice. To this end, goods and services required, vhere quantities
and types needed are such as to be reasonably subject to bid treatment, should
be obtained through competitive bidding procedures. '

1.02 In those cases vhere the approving authority decides against
application of bidding procedures or the lovest bid is not accepted in the avard
of a contract, a brief statement of the reasons for these decisions, signed by
the approving authority, sust be attached to the copy of the final contract sent

to Coamptrollers.

1.03 Vhere bidding procedures are employed in the avard of contracts, the
folloving guidelines should be folloved. These quidelines are those generally
folloved in the business community. For individual contracts over $25,000 total
cost or continuing contracts for periods over one (1) year, these practices
should be applied as a minimum. For contracts of lesser asount or tise,
provisions other than those provided in 1.04.a.-1.04.f., 1.05.b. and 1.07

belov, may be modified to eliminate unnecessary formality.

1.04 Requests for bid should:

a. be sent to a minimum of three qualified contractors or suppliers,
insofar as feasible to do so,

b. specify the manner of submitting bids (e.g., sealed envelope),

c. have instructions stating hov to mark bid reply envelopes or have
appropriately marked return envelopes included in the bid request,

d. specify the final day that bids vill be accepted, if different from the
date of opening,

e, specify the date, time and place of bid opening, and

£. provide the name and address of the employee to vhoa the bid should be
delivered or mailed.

1.05 Bids receipt must be handled in accordance vith the folloving minisum
safeguards.

a. Each bid received must be assigned a bid number (vritten on the outside
of the mailing envelope) and logged (time and date of receipt) in an
appropriate bound record book or properly documented in a permanent
project file. Retention of the mailing envelopes in the permanent
project file shall be sufficient if each one is noted by a sanagesent
employee vith the date and time of receipt.

b. All bids must be stored unopened in a locked compartment prior to the
time of opening.
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BellSouth-Headgquarters EXECUTIVE INSTRUCTIONS XO. 2
———— —_ SECTION 2

~APFROVAL LITTER- _ -

Executive Iastructions Na. 2, Section 2, Contracts-Award and Approval,
. Paragraph 9.0, Lease Reporting, has been revised to reflect a changs in the
form which should now be used to report newv, reneved, renegotiated, extended,
amended or modified lease date, Form RF-5225, and to add a reference to
Administrative Procedurss No. 002-002-001, Lease Reporting, which contains
isstructions for the preparation and submission of this form. This revision
coineides with the installation of Lease 13, a nev lease data maintenance
system which will be operated by the various Accounting Services organizations.

Recommended: L&m

Comptrollers

Concurred:
t Comptroller

pece: 4131371

Approved: M_ﬂ d %4-,’. -

Comptroller
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CONTRACTS - AWARD AND APPRCVAL

CONTENTS
CENEZRAL
CONTRACTS AND AGREIMENTS = GENERAL

CONTRACTS STTWERN THR BILLSOUTR CORPORATION AND SELLSCUTN sexvices
INCORPORATED

CONTRACTS BETWEEN AMERICAN TRANSTRCN, INC. AND THY SELLSOUTE
CORFORATION FOR ADMINISTRATION OF BELLSOUTH CORPORATION STOCE weens )

CONTRACTS SETWEEN FELLSOUTN ADVEXTISING & PUBLISNING CORPORATION
AND JLLIOUTH CORPORATION

CONTRACTS FOR THE SELLING (FY OUTSIDE VENDORY) OF ADVERTISING IN,
PRINTING, PURLITIOING AND/OR DISTRIBUTING DIRICTORIRS FOR BELLSOUTX
ADVERTISING & PUBLISHING CORFORATION (BAPCD)

AGREEMENT SETWEEN FILLIOUTH CORPORATION AND ITS SURSIDIARIS FOR
GENERAL AND SPECIFIC PACTICT MILLINGS

OTHER AFPACVAL LBCQUIREMENTS
LEASE REPORTING

1. TENEXAL

1,01 Coutracts and sgrouments sasll %e s2asuied fur 384 in the same of BellSestn Carporatios as
provided ia the following paragrapas. Lxewstion shall he in the manser gescrided and will de
tudjest te graeril policy eonsiderstions provides in Sestion 1 of L 1. Ne. >

4. CONTRACTS AND AGLYEMINTS = CENTRAL

2.01 Oecftiens st ts voe should SICULE SITIA IR CDRLFICLS ING MTEEMENIS MIY TeRuire review of the

sontract through the lines of erpnitstion. Hewsver, lisisn Beiow 3re minimum approva)

refuirements {or wett sentragist
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BellSenzs Headquaruers - EXCUTIVE INSTRUCTIONS V8.
- DRAFT e

« 1900
23ployes {8 Lise ef Orgamizsticn Sotal Anouxt Pevadle
To 3¢ Sigeed 3y For Tern of Cammitaent
- ¥ica Chairman of the Board : Exeneding 3100.000 =
BellSeurk Officer (¥{ce President Level) Not Lxeeegi=g $100.000

Dupartaent Hesd (Pay Grade 7 & 8) {U?. US & OS) Ne¢ Exseening $ 19,000
Operacions/Segnent Masager (Pay Geade 6 & 7) (U9)  Nac fxeseding $ 5.000

® Logal Deparmarst eontrests axssmdiag $100, 000 WY U8 SPPTEVES BT e Vies President and Gesera)

The 100ve spprovel scaeduie 10all 3% Wesed ow towa! exDERGitEres Over the life of the contmaer. On
SSatraets that srv cancellanie ot e option of BeilSeuth., Uw spprevai FeRuiremencs thall be Dased on
13 menths estimaced sxpenditures it the rate tpetified in the eoarrIer. Slus other eosis. suen i
canssliation sasts. The 2gpravet senesule saatl 3138 ¥e 1E0/0CT 18 N6 MItNCLIons coversy in
peragrish L. Asministration of Computer Desed Mectanization Projesrs 1nei! 3¢ in 1¢eerasnee with
the BallSouta Corperztien agrewment with BeilSeuin Serviess Iscorperiien sad 1n complianes wiLa
appreprises Lisgutive [astrections caverisg ueh semisisimlive.

20 Ay esstrset waich requites payment of interese, inveives sale of 133012 with lesss X
previgiess. of inveives laim with & torm of oue yar of ionger Busc w reviewey and
sppreovad by toe MellSeuch Treasery Deparoawst.

&3 Al leases of & toerw of ene FE¢ 87 ISAENT MUt 0 SUFPOMIEE bY 30 VEHAGMIC lense V3. Purthase
sealysin.

3. CONTRACTS SETWIEN TRR STLLSOUTE CORPORATION AND SELLIOUTH SEXVICES
INCORPORATED

501 BeilSewtd Services Incorperaiet @il] previde systums ane Sppert type sarvices (saeh as

_ buiiding, transpertscion, eurpersis commusiaitions 3nd decamest reprodugtion services) Lo
SetiSenthelimdsuartars (BellSoutheHQ) under s eontraetys! arrengvment. BejiSeuth Services
[nearporates alse will provide the interfaon betwees the Contral SwafY Orpaizstien (C30) ana
Be!lSeuta=HQ under contrctual srrangument vith the CSO. The esntraet detwern BelSeutn=HQ 204
BeliSeuth Servics incorperacad shall be 2pproved by the Vies Omirmen of the Banry.

4. CONTRACTS RETWEEN AMERICAN TRANSTECN, INC. AND Tﬂl SELLIOUTR CORPORATION
FOR ADMINISTRATION OF EELLIOUTH CORFORATION STOCX

40l Amerima Trzasteen, Isc. will, yader ewatrratusl zrrangument. be the stoet transfer snd
Sividene apent for the BellSeutn Corporation. Nepstiation of this contraet is 3 responsibilicy
of the Vies President~Fingnee, with concraet agpraval by the Vies Chairman of the Seare.

5. CONTRALTI NETWEEN FELLSOUTE ADVERTISING A PUBLISHING CORPORATION AND
FRLLICTTE CORPORATION
%01 ™ I.Iﬂ‘.!ti Advertising & Puslishing Corperation sontracts with RellSeuin=HQ for wrious
1espunting, tressary. logsl and semimistrative tervices. Thit contraet will we approven by the
Vies Cuirmas of the Seere. SRR y

PROPRIETARY
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BeliSenth BHeadquartsrs . XeUTIVE INSTRUCTIONS NO. 2
: SECTION 2
0

" 6 CONTRACTS FOR TME SELLING (Y OUTSIDE VENDORS) OF ADVEXTISING IN, PRINTING,
PUBLISKING aND/OR DISTRIBUTING DIRECTORIES FOR SELLSOUTH ADVERTISING &
PUBLISHING CORPORATION (BAPCD)

- .- -a 4

&0l Asprevel levels (0 e uied 3y 4iresiory empiovees COIRCIIML (8 the 1warging of sontracts ‘or
tae selling (by eutswe vensers) of iavertising 18, Pristing. PuSIISRING 184/ @f qistrioucing

- directones are 38 fellows:
Empleyes ia Line of Crgasization Total Amownc Paysble
Te 3e Sigaed 3y Cer Tarn of Commitment
Board of Dirwcters - JANCD Over $100.000
President ~ JAPCD Net Lzcseding $100.000

Depacvasnt Sead (Pay Crade 7 & 8) (U7, U6 & GS) ¥ot Ixzcosding $ 15.000
Opesacions/Segment Manager (Pay Crade 6 & 7) (UY) Nec Ixcaediag $ 5.000

(See paragraph § fer sditionsl requirements)

7. ACREEMENT SETWEEN BELLIOUTE CORPORATION AND ITS SURSIDIARIES FOR GENERAL AND
IPECIFIC PROJECT BILLINGS

7.01  As spesified in L 1. Ne. | DaliSouts~HQ will perform the fellowing functions for its
subeidiaries:

@ Alloeats reseurcss ameng fustidisries msed on plans, prefit petentisl and
performaass.

€ Provids muity sapital ior men wustidizry and cosrdinate the saie of dobt.

®  Previde strategie plansing including, but net limited to. smalysis of
compatitive markets, identification of exstomer aowds, dissominstion of aew
wesselogy asd finsscisl planniag and saslysis.

®  Easare erpnizational effectivencss through strategic decisions as to swbsidiary
predusy/ servies miz.

®  Provide brusd earperits girvstion juch 13 poliey sevelopment, Onjective
serting. sdvien, counsel and 1ppeintment of mpnagrment; Wyt. give the
subgidiaries apprepriace independenes (o condust (herr operations offestiveiy.

&  Previde suppert services such as lopl, perionnel. public reistions/ pudlic
atfairs, intarmal andit, sconemic 382iyiis. 300 ftReral 3ccouniing functions.

The ensts of previdiag thess services will b silecated t0 subsidiaries in sesordaney with 3 o3t
slisastion agreement dtween BellSeuth Corperation and it symsudizrries. (See L [. Ne. 10. Proyect
Sillings and Censrai Cost Allpeations). The sgreement deuniling these funerions will de agproves dy
the Vies Cuirmas of 1 Boaru. . . . :

& OTHER APPROVAL IEQUIREMENTS

L0l The apprevii sensdule previded in parigripas : Ind 4 3seve shall h Insew of toL| erpengiiures
ever the life of the eontract. On contracts that are canceilanie at (he eption of (M
Carporitios, the 2pproval requirements shall be Besed 08 11 MOAIAL ¢SiMmated e2pendityres 3t the
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BeliSouth Hesdquarters EXECUTIVE INSTRUCTIONS NO, 2
SECTION 2

- APRIL, 19q7" *

rate specified in the contract, plus other cosis, such as cancellation costs. The approval schedule
shall aiso be subject o the following restrictions. )

(a) .The provisions of the contract or agreement shall be restricted to the
adminustrative areas of responsibility of the approving authority.

(b) The primary 1erm of the contract or agreement shall be specified 1o noy exceed
one year and not be automatically renewable, uniess approved at the RellSouth
Vice President level, or above, in which event the approval shall then be
subject to the [ollowing restrictions:

(1) The primary term shall not exceed one year with not more than one
renewai uption of one year.

(2} The primary term shall not exceed one year with automatic renewal after
the initial primary peniod on a continuing basis, until cancelied at the option
"of BeliSouth-HQ generaily with 30 days or 60 days notice.

(3) The primary term is not specified, but the contract or agreement may be
cancelled at the option of BeliSouth-HQ with 60 days or less notice.

(e) A Vice President (BeliSouth Officer) may execute contracis with primary
peniods of more than one year subject to the monetary limits specilied above,
and provided the total commitment of the primary and renewal option
pericds, if any, does not exceed five years.

if the total amount payable under the terms of the commitment (or 12 month period) is not specilied
but payments are to be made by BellSouth-HQ based on 8 rate per hour, per item, or some other
measure. the contract or agreement shall be approved by a Vice President (BellSouth Officer) unless
iower approvai can be supported based on a written estimate of payments. ss well as the terms and
options of the contract. Such estimate shall be approved by mansgement in ihe line of organization
required (o execute the contract (copies of which shall be appended to sil copies of the contract
distributed within BellSouth-HQ). (f at ary time during the term of the contract it shouid be
determined by those concerned that the contract or agreement is under-approved (including those
conLracts approved by a BeliSouth Officer as outlined above) it should be brought to the atiention of
the approving suthority and steps taken by thase responsible 1o provide written explanation and a
revised estimate of paymenis for the term of commitment (or 12 month period), which shall be
approved by the then appropriate approving authority. A copy of the duly approved revised estimate
of payments shall be distributed 10 all holders of the contract within BellSouth-HQ, to be appended
10 their copy of the contract.

3.02 Unless otherwise specifically provided, limitations placed on the term of a contract in

Paragraph §.01 refers 10 the primary period and does not prohibit provision of one or more
renewal option periods, any oac of which does not exceed the limitation placed on the primary
period.

7T %03 Should there be question as fo who should execute & document not specifically referred o
herein or in other instructions, the matter should SR Ieired 4tSugh lines of organization for

decision. TUE INTORMATION COITTAISED HERTIN WAS
7PROVIDED UNDFR PROTECTIVE AGREZMENT

LEASE REPFO AND SHOULD MO7 BE 5I20LOSID TO
3. Lt iy . PERSONS ¥NO DID KOT SIGN THE

PROTECT]¥Z AGAEEKENT
9.01 Because leases are contracts and in order to comply with requiresents
of the Securities and Exchange Commission and the Financial Accounting -
Standards Board, certain lease information must be reported to the BellSouth
Corporate Books organization. Therefore, a Form RF-5225, Summary of

‘ d
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BeliSouth Headquariers EXECUTIVE INSTRUCTIONS NO. 2
SECTION 2
APRIL, 1987

-

Capitalized Lease Details, must be completed and forwarded to the lsase
coordinator in your company's Corporate Books organization for each new,
reneved, modified and cancelled lease or sublesase with a noncancellable term
of one year or more and a minimum rental commitoent over the life of the lease
of $10,000. Such reporting is required regardless of cancellation clauses
iccluded in the lease. It iz the responsibility of the department or
organization having jurisdiccion for obtaining execution of the lease to
prepars and forward the Form RF-5225, together with a copy of the associated
lease, to the Corporate Books organization before lease paywants begin.
BellSouth Administrative Procedures No. 002-002-001, Lease Reporting, contains
appropriate instructions for the preparation and submission of Form RF-5225.

=7 PROPRIETARY
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AL BY-U2-112B%

BELLSOUTH

Sebject: pecounting Policy Letter Item No
- §-01

Tr?e: Strong Recommendation ~ Attachment vi

Bete: March 28, 1989

Pistributien Lists: Arvcvached

“Weldated Letters: pecounting Policy letter 610-01

ile
‘me. ether: N/A

Te: Vice President and Comptroller - Southern Bell and South Central 3011
Assistant Vice President and Comptroller - BellSouth Enterprises
Comptroller - BellSouth Services

Eaticies: BC. SB, SCB, BSE, BSS

Frem: Vice President and Comptroller - BellSouth Corporstion

bescriptien: Transmits Accounting Policy Letter (APL) 660-01 documenting
BellSouth’s policy for Accounting for Overhead Costs.

| * *

Attached is Accounting Policy Letter 660-01, Accounting for
Overhead Costs, vhicth provides guidance on the development of
overhead rates for BcllSouth and its subsidiaries. The scope of
this APL covers (1) the general conceptual guidelines for computing
and applying overhead rates, (2) the Joint Cost Order’s ispact on
overhead rate development, and (3) definitions of key terms used in

Oucstioﬂs by your staff regarding this APL should be directed to
Ken Mory st (404) 249-3026 or Pat Major at (404) 249.2477.

Lo Wl

Patrick B. Casey
Vice President and Comptroller

Attachaent
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Distribution List - -

BellSouth Corporation

A. G. Yokley, Vice President and Treasurer

C. V. Shevbridge, 111, Assistant Vice President-Taxes
V. E. Jarvis, Assistant Vice President-Chief Corporate Auditor
-G.-L. Valton, Director-Operations

G. M. Cassity, Director-Financial Management

J. M. Bostinsky, Assistant Comptroller

E. A. Grayson, Assistant Comptroller

V. V. Camp, Corporate Manager-Methods and Mechanization
M. L. Volf, Corporate Manager-Taxes

K. M. Coletti, Corporate Nanager-Taxes

R. H. Proehl, Corporate Manager-Taxes

G. T. Rhodus, Corporate Manager-Taxes

J. §. Thomas, Operations Manager

L. E. Glover, Operations Manager

A. F. Zoeller, Operations Manager

K. J. Mory, Operations Manager

G. S. Griffin, Operations Hanager

N. S. Gardner, Operations Manager

G. J. Grace, Accounting Vitness

A. D. Gasiorek, Assistant Treasurer-Corporate Finance
J. R. Monk, General Security Manager .
J. ¥. Johnson, Operations Manager

R. E. Stravn, Operations Manager

K. R. Bishop, Operations Manager

D. T. Bush, Operations Manager

J. L. Reese, Director-Corporate Taxes

B. D. Copping, Director-Corporate Taxes

C. M. Brasfield, Director-Corporate Taxes

. Hunt, Corporate Manager-Taxes

J. R. Robinson, Corporate Manager-Taxes

L. N. Barvey, Corporate Manager-Taxes

J. T. Flanagan, Corporate Manager-Iaxes

S. L. Creel, Corporate Manager-Taxes

P. H. Cook, Corporate Manager-Taxes

V. B. Marshall, Director-Censolidated Financial Management
A. B. Shepherd, Corporate Manager-Taxes

L. S. Spainhour, Operations Manager-Financial Managesent
B. K. Tolbert, Operations Manager-Financisl Management
R. H. Bagley, Operations Manager-Risk Management

V. B. Barfield, General Attorney

M. R. Sutherland, General Attorney

J. E. Simpson, Treasurer

S. H. Kirkenier, Director-Investor Relations

BellSouth Services

E. V. Parish, Assistant Vice President-Separations
C. L. Villiams, Assistant Vice President-Financial Systeas
E. B. Ivey, Assistant Vice President-Information System Services Operations
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L.
E.
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E.
E.

. V.

G.
H‘
cl
v.
L.
r.
D.
P.

Black, Asristant Vice President- Financiaf Systens

Skinner, Assistant Vice President-Information System Services
Villiams, Assistant Vice President-Inforsation System Services
Villiamson, Assistant Vice President-Information System Services
Allen, AVP-Information System Services-Corporate

Beech, Operations Manager-Corporate Accounting

Smith, Operations Manager-Regional Accounting Matters

Ferguson, Operations Manager-Accounting Services

Holladay, Segment Manager-Accounting Classifications -
Govins, Segment Manager-USOAR

Dennis, Segment Manager-Accounting Support and Ressarch

Bray, Operations Manager-Financial Systems

Garrick, Operations Manager-Finantial Systems

Chase, Operations Manager-Financial Systems

Farris, Segment Manager-Financial Systems

Mayhev, Operations Manager-Financial Systems

Seaton, Operations Manager-Financial Systems

Skinner, Segment Manager-Regulatory

Mitchell, Operations Manager

Klein, Segment Manager

South Central Bell

L.
J.
L.
J.
B.
n.
L.
G.
S.
P.
A.
P.
H.

Barder, Assistant Vice President, Opcrations. Plans and Performance
lLathram, Assistant Comptroller

Cochran, Chief Accountant

Hovell, Operations Manager-Corporate Matters
Parker, Operations Manager-Corporate Matters
Villis, Operations Manager-Regulatory Matters
Campbell, Operations Manager-Taxes

Patterson, Operations Manager-Regulatory

Sims, Operations Manager-Taxes

Tatom, General Internal Auditor

Millard, Operations Manager-Internal Auditing
Bannigan, Operations Manager-Internal Auditing
Miller, Operations Manager-Comptrollers Results

Southern Bell

Jo
F.
V.
H.
J.
Eo
M.
M.
'o

c‘
v.
S.
A.
E.
3.
R.
N.

Butler, Assistant Comptroller

King, Operations Manager-Corporate Matters

Reid, Operations Manager-Regulatory Matters

Paisant, Segment Manager-Regulatory Mattars

Fletcher, Segment Manager and Comptrollers Contract Admin.
Killingsvorth, Segment Manager-Regulatory Matters
Sullivan, Segment Manager-Regulatory Matters

Kokoska, Operations Manager-Comptrollers

Easterling, General Internal Auditor

290

FOINOGH 084752



BellSouth Enterprises

T.
R.
R.
J.
8.
J.
J.
R.
3.

S. Parsons, Operations Manager-Corporate Accounting
¥. McArthur, Treasurer

K. Schultz, Operations Manager

D. Smiley, Operations Manager-Finance Accounting M&P
E. Shults, Operations Manager-Financial Management
Del Bagno, Operations Manager .

M. Fox, Operations Manager

E. Starks, Operations Hanager

E. Mansell, Director-Regulatory Affairs

BellSouth D. C.

P. Talbot, Director-Federal Regulatory

Coopers & Lybrand
Robert King
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BellSouth Corpora .un APL 660-01
Corporate Accounting Matters Division Page d of 17
Accounting Policy Letter - Issuance: 0325785
Overheads - Effective: 01/01/89 ~=

SUBJECT:  Accounting for Overhead Costs

STATUS: Nev Issue Vhich Supersedes A-12

ORIGINATOR: Renneth J. Mory (404) 249-3026

CONTACT: Patricis S. Major (404) 249-2477

Recommended:

.% -+~ ) \‘\ JI
A ey ey, [

~

A

-

Patricia S. Major
Staff Manager

Concurred:

-

Concurred:

Vuar

Kefneth J. Mory \J W2
Operations Manager

‘Pm g

Patrick B. C Casey

L

Assiztant Comptroller
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BellSouth Corpora 1
Corporate Accounting Matters Division
Accounting Policy Letter -

APL 660-01
Page 2_ ot 17
Issuance: 03/28/8%

Overheads . Effective: 01,01/89 _ _
Accounting for Overhead Costs
TABLE OF CONTENTS -
SECTION PAGE
I. INTRODUCTION AND PURPOSE 3
II. SCOPE &
I1l. JOINT COST ORDER &4
A. Summary of JCO Costing Principles 5.
B. The JCO’s lmpact on Overheads 6
IvV. OVERHEAD COSTS DEFINED 7
v. OVERHEAD ALLOCATION METRODOLOGIES 8
vI. CONCEPTUAL GUIDELINES FOR OVERHEAD
RATE DEVELOPMENT 10
A. Overhead Cost Pools 10
B. Allocation Bases 12
C. Special Cases 14
ViI. ACCOUNTING REQUIREMENTS 15
ATTACHMENT I - COST APPORTIONMENT PROCEDURES AND PRINCIPLES
ATTACHMENT 11 -C:Q;;NITIONS
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BellSouth Corpor. on APL 660-01

Corporate Accounting Matters Division Page 3 of 17
Accounting Policy Letter - I1ssuance: 03728789
Overheads ~ Effective: 01/01/89 -

ACCOUNTING FOR OVERHEAD COSTS

1. INTRODUCTION AND PURPOSE

Overhead costs are costs that cannot be directly identified vith a final
cost objective. Hovever, the production of goods and the provision of
services vould be impossible vithout the incurrence of such costs. Since
these costs cannot be specifically linked to a product or service, overhead
costs nust be allocated to the product or service in order to determine
their full cost. To accomplish this allocation process, overhead rates are
developed and used. Overhead rates also provide us vith the means to
estimate the cost of the product or service prior to the accusulation of
their actual costs, vhich in turn, allovs us to bill for these products or
services at the time that they are provided. In developing overhead rates,
BellSouth’s policy has been historically affected by regulatory accounting -
requirements. The FCC’s Joint Cost Report and Order in CC Docket 86-111
(JCO), effective in January 1988, has significantly impacted the cost
accounting and, therefore, the overhead requirements of BellSouth.

BellSouth Corporation (BSC) and its subsidiaries engage in transactions vith
affiliates and ocutside parties for vhich there is no tariff or prevailing
market price. In accordance vith section 64.901 of the FCC’s Rules and
Regulations (as amended by the JCO), vhen no tariff or prevailing sarket
price exists, billings must be based on cost. Vhen billings (including,
billings to affiliates) are based on cost, all of the costs attributable to
such billings should be determined and sccumulated through use of cost
reporting and cost allocation processes of the company performing the vork
involved. Costs billable in such cases include direct costs, overhead (or

indirect) costs and ancillary charges.

The purpose of this Accounting Policy Letter (APL) is to provide general
guidance to all BellSouth entities for the development and application of
overhead loading rates. Specifically, this APL provides the rules that must
be adhered to vhen billings are rendered by a BellSouth entity on a
non-tariffed basis or vhen no prevailing sarket price exists. These rates
are used in connection vith bdilling to regulated and nonregulated
affiliates, billing nonregulated activities vhich do not invelve joint or
comaon use of rasources under the provision of the Joint Cost Order (Parts
64 and 32 as amended), billing for custom vork, plant relocation associated
vith Federal-Aid highvay projects, damaged telephone plant, and other

piscellaneous billing situations.
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1I. SCOPE

Section III of this APL vill discuss overheads in light of the Joint Cost
Order (JCO). A definition and conceptual discussion of overheads can be
found in section IV. Section V vill address the different cost accounting
overhesd allocation methodologies available, as vell as the strengths and
veaknesses inherent in each methodology. Section VI provides the conceptusl
guidance for developing overhead rates. This discussion vill address the
overheads ve are allocating as vell as allocation bases. Finally, the
agccounting requirements that must be adhered to sre outlined in section VII.
Attacheent I contains the Cost Apportionment Procedures and Principles chart
and Attachment I1 contains the Clossary.

This APL vill not address accounting for direct costs and ancillary charges
Guidance for these can be found in (APL) 300-01, Accounting For
Miscellaneous Billings To Affiliates and Rona!f!l!ates for Vork Performed
Incident or Peripheral to the Company’s Regulated Telecomsunications
Activities, BSE Part 64 Compliance Documentation and the BellSouth
Corporation Corporate Functions Cost Allecations Policy Guide.

I11. JOINT COST ORDER

Systematic and rational segregation of costs is necessary to ensure that the
proper costs of doing business are reflected in the accounting records for

each regulated and nonregulated activity. This provides management vith the
necessary information to make informed economic decisions concerning present

and future operations.

Effective January 1988, accounting safeguards vere established by the FCC to
require the regulated and nonregulated activities of the Corporation
maintain a clear-cut separation of costs. These accounting safegusrds
replaced structural separation. One of the key accounting safeguards
established vas a prescribed method for allocating our business costs.

These nev cost allocation safeguards, including affiliated transaction
rules, significantly changed the cost accounting requirements for BellSouth

and its subsidiaries.

The joint costing rules and affiliated transactions standards vere
established by the FCC to prevent cross-subsidization and to allov the
participation by ratepayers in the economies of scale and scope that are
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achieved through the integration of nonregulated activities into the
regulated activities. The Joint Cost Order, therefore, affects both
regulated carriers and nonregulated affiliates vhen assets are transferred
to or from regulated operations, vhen services are provided to or received
from these same operations, or vhen resources are used jointly by both
operations. Since the BOCs use joint resources in providing regulated and
nonregulated services; and since BSC, BSS snd certain BSE entities provide
services to the regulated subsidiaries, the costing principles contained in
the JCO must be adhered to vhen cost based billings are performed.

A. Summary of JCO Costing Principles

The Joint Cost Order adopts the "attributable cost method of fully
distributing costs". This methodology is based on the principle of cost-
causation vhich requires that overhead costs be allocated in proportion to
the costs that can be assigned and attributed to a service. The concept of
*cost-causation” means that the cost of s function or service must be borne
by the activity or entity that directly or indirectly causes the cost to be
incurred, and not by that vhich derives benefit from the incurrence of the

costs.

APLs 610-01, Joint Cost Allocation and 620-01, Affiliated Transactions Vith
Regulated Entities, provide the guidelines for the proper application of the
jJoint cost and affiljated transaction rules. 1In summary, costs should be
aggregated into homogeneous cost pools and assigned to regulated and
nonregulated sctivities using the folloving costing principles in the order

listed belov:

1. Costs shall be directly assigned (DAS) to individual services to
the maximsum extent possible. Costs that are directly assignable

are those that are 1002 dedicated to either a regulated or a
nonregulated activity.

2. Costs vhich cannot be directly assigned to individual activities

are to be directly attributed (DAT) to those activities based on
the direct analysis of the origin of the costs theaselves.

3. Uhen direct attribution is not possible, the costs shall be

indirectly sttributed (IAT) based on a cost-causative linkage to '
other costs for vhich a direct assignaent or attribution is

avajlable.

296 -c . Betice

Net for wse or disclesure sutside the

BellSeuth Corporation except uUnder written agreenment. FOLKOEN 084798

+



BellSouth Corpors m . APL 660-01

Corporate Account_ ¢ Matters Division Page 6 of 17
Accounting Policy Letter - Issusnce: 03/28/8%
Overheads Effective: 01/01/8%

ACCOUNTING FOR OVEREEAD COSTS

&, Vhen neither direct nor indirect messures of cost-csusation exist,
the costs shall be allocated based on the FCC prescridbed general
allocator. These costs are unattributable (UAT).

The costing principles prescribed by the FCC are required to be used in
apportioning the costs betveen regulated and nonregulated activities and
entities. Vithin the regulated or nonregulated arena, hovever, these sasme
costing concepts can be used to allocate costs to specific products eor
services.

A particular costing principle has meaning only as it relates to a specific
cost objective (i.e., account, cost pool, regulated or nonregulated activity
or product). As ve move to higher levels of aggregation (i.e., from account
to cost pool to regulated or nonregulated activity to product or service)
the costing principle used to apportion the same costs can change. A cost
may be directly assignable if the cost objective is an activity, but the
same cost may be directly attributable if the cost objective is a line of
business (LOB). Further, if ve move to the product or service level the
same cost may become unattributable.

Attachment I further illustrates the behavior of the costing principles.
Each time that ve move to a higher level of aggregation, the costing
principles that ve are limited to is the costing principle originally used
plus all other principles belov that one in the hierarchy of costing
principles. In other vords, if ve assigned costs from a cost pool to a
regulated activity by indirect attribution, the only costing principles that
ve can use to assign the same costs to an LOB (the next level of
aggregation) is indirect attribution or the general allocator. Since direct
assignment and direct attribution are above indirect attribution on the
costing principles hierarchy, these are not choices that are available to
us. If ve did not have a strong enough cost-causative linkage to directly
link the cost to a regulated or nonregulated activity, then it is only
logical to conclude that ve could not have a strong enough cost-causative
linkage to link the cost to a particular LOB or product.

B. The JCO's Impact on Overheads

The types of costs that are typically considered overhead costs are the
sanagement, financial and other expenses of an organization vhich are
incurted for the general managenment and administration of a line of
business, a segment of a business, or a business as a vhole. Thesc are
costs that are not directly identified vith a single final cost objective,
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but sare identified vith tvo or more final cost objectives. Mos: of these
types of costs are generally grouped together in a company’s chart of ———-
accounts (i.e., Corporate Operations Expense for regulated companies;
General and Administration expenses for nonregulated companies).

Although the JCO has not changed the types of costs wve consider to be
overhead costs, it has required us to examine the contents of accounts that
are typically regarded as overhead accounts so that the amounts recorded in
these accounts can be linked as closely as possible to the activities that
caused their incurrence. The result of this more detailed analysis of
overhead costs has resulted, in some cases, in reclassifying costs vhich
have been previously allocated to all products and services, to pools vhich
vill only be allocated to either regulated or nonregulated products or
services, to specific LOBs, or to specific groups of regulated or
nonregulated products.

Iv. OVERHEAD COSTS DEFINED

For BellSouth, direct costs and overhead costs must be defined in terms of
the costing principles discussed above. Direct costs are those costs that
are directly assignable or directly attributable at a product or service
level. These costs have an observable physical identification vith the ‘
product that is explicitly seasured in terms of the quantity of the input
used. No intervening basis for allocation is necessary. The cost of an
engineer vorking on only one product, or the materials used to produce that
product are direct costs (DAS on a product or service level). The costs of
employees vorking on several different products that keep time reports
detailing hov much time is spent on each product is also an example of a
direct cost (DAT on a product or service level).

Overhead costs are those costs that are indirectly attributable or
unattributable on a product level. The overheads that are indirectly
attributable to a product are those for vhich there is a cost-causative
linkage vith tvo or more of the products or services. Although these types
of overheads can be linked vith specific products, the exact amount of the
costs associated vith each product is not knovn, so a surrogate basis for
allocation must be used to assign the costs to the products or services that
cause their incurrence. Of course, the surrogate must fluctuate vith the
overhead costs and ve must have the ability to directly seasure it. The
fact that ve must use a surrogate to get the cost to the product level and
that ve must estimate the amount of the cost that is attributed to the
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product is hov an indirectly attributable overhead can be distinguished from
a direct cost.

Overheads that are unattributable on a product or service level are those
for vhich no cost-causative linkage can be found and are therefore generally
considered to benefit all operations of an entity. These types of overheads
must be allocated to all products based on a systematic and rational
sethodology. An exasple of this type of overhead is the executive

and his staff vho is responsible for the general operations of the
corporation. Conversely, executive direction - regulated activities is an
exanple of an indirectly attributable overhead vhen vieved from a general

operation perspective.

Overhead expenses do not include the costs of staff support or management
functions vhich can be readily identified vith a specific £inal cost
objective being supported or managed, regardless of vhere these functions
are performed or accounted for vithin the organizational structure of the
company. Only staff management, supervisory or policy functions vhich are
not jdentifiable vith a specific final cost objective are properly
includable as overhead expenses. The above discussion demonstrates thst the
account, departmental or functional location of a cost does not determine
vhether that cost is an overhead cost nor does it detersine vhat type of
overhead cost it is. The deterainant factor is the cost-causstive nature of

the cost.
origin

V. OVERHREAD ALLOCATION METHODOLOGIES

Basically, there are three methods available for allocating overhead costs.
The methods are listed belov vith a brief description of the sethedology and
the strengths and veaknesses associated vith using each methodology.

1. Direct method - This method reallocates each service department’s
total cost (a service department being one that is not directly
related to the product being sold) directly to the producing
departments. The direct method, therefore, ignores any service
rendered by one service department to another. Of the three
methods that are discussed, the direct method is the easiest to
apply. This sethod vill distort results, hovever, vhen 3
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particular service department does not service all departments or
vhen service departments do not service the producing depattnents
and the other service departments egually.

Step-dovn or sequential allocation sethod - This method offers a
compromnise betveen recognizing and not recognizing vhat service
departaents do for each other. This method is more complicated
because a sequence for the reallocations must be chosen.

The sequence that is typically recommended vhen using this sethod
is to begin vith the service departaent that renders service to
the greatest number of other service departments. The next
department in the sequence (vhich nov has a piece of the first
department’s cost in it) is then allocated to the remaining
departments. This sequence is continued until all service
departaents have been allocated to the last service departament.
The remaining service department is then allocated to the
producing departments. Once s department’s costs have been
allocated, that department is removed from the allocation

sequence.

Although this is a more refined method of sllocation than the
direct approach, it has one major veakness. That is, each
department is eliminated from further assignment of costs after
its costs have been allocated although that departasent wight
receive banefit from other departments. (Southern and South
Central have traditionally used a modified version of this
approach.)

Reciprocal or Matrix msethod - This wmethod fully recognizes the
support that service departments perform for each other. A
determination must be made vith respect to vhat percentage each
service department is used by the other service departments and
the producing departmsents. Additionally, ve sust determine vhat
percentage of service is received froa the other service
departments. This is the most complicated allocation methodology
and requires the use of simultaneous equations or mattix or linea:

algebdbra.

" If reciprocal services betveen service departments are

significant, the reciprocal asthodology should be considered. 1f
reciprocal services betvesn service departsents are sinimal, the
step method and the reciprocal method vill yield similar results.
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1f services betveen service departments is minimal and each department is
benefited approximately the same by-all other departments, all of the
methods discussed vill yield similar results. ' .

(See section VII, accounting requirements, for the allocation methodology
recommended for BellSouth.)

vi. CONCEPTUAL GUIDELINES FOR OVERBEAD RATE DEVELOPMENT

In determining the amount of overhead that should be allocated to the final
cost objective, use is made of an overhead rate. This rate is a percentage
vhich expresses a ratio of overhead costs to a corresponding allocation
base. The numerator represents the total overhead costs that vill be
allocated and the denominator represents the total amount (labor dollars,
labor hours, number of employees etc.) of the allocation base that vill be
used. This rate forms a relationship betveen vhat is being billed out as
direct cost and the overheads that ve vant to allocate. Consequently, vith
each direct dollar billed, a certain amount of overhead is attached to it.
Belov is a more detailed discussion of each step of the allocation pincess.

The process of cost allocation can be broken dovn into three bacic steps:
1. Cheosing the cost objective (cost pool, product, LOB, etc.).

2. Choosing and accumulating the costs that relate to the cost
objective.

3. Choosing an allocation base wvhich vill link 1 vith 2.

Once ve have chosern the cost objective and accumulated the costs that relate
to that cost objective, all costs billed as direct costs as vell as any
other costs that ve have determined vill remain in the company must be
removed to arrive at total overhead costs to be allocated to the chosen cost

objective.

A. Overhesd Cost Pools

After all costs to be allocated have been accusulated, the costs must be
grouped into homogeneous cost pools (for regulated companies these pools
can, but need not be, the ssme as the BSC CAM cost pools). Costs can be
pooled in 3 number of different vays. They can be pooled by departments, by
natural categories (i.e., people related, materials-related, property-
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related, etc.) or they can be pooled by behavior patterns (i.e., variable or o
fixed). Subsequent allocations sre then made of the cost pools rather than

the individual costs vhich comprise the pool. Instead of taking detailed

costs in their smost elsmental form, and individually deciding hov they

should be allocated, they are aggregated and one base is selected for

allocating the group.

A cost pool is considered homogeneous if each significant activity vhose
costs are included has the same or a similar causal relationship to the cost
objectives as the other activities vhose costs are included in the cost pool
(i.e., employer contributions to social security, insurance, savings and
health plans, etc. can be grouped together because they all have the same
causal relationship to the final cost objective - the product or service.
Haintenance expense, hovever, vould not be homogeneous to this group). A
cost pool is also considered homogeneous if the allocation of the cost pool
is not materially different from the allocation that vould result if the
cost of the activities vere allocated separately (e.g., if labor hours and
machine hours are used in proportionate amdunts to produce s product, cost
pools for costs that are machine oriented can be combined vith cost pools
that are labor oriented since allocating these costs separately vill yield

the same results as allocating them together).

Ve should note that just as the costing principles that are used to
apportion costs to the appropriate cost objective might change if the cost
objective changes, so can the content of the cost pools and the content of
the allocation bases. For example, in Southern and South Central the
accounts in Corporate Operations Expenses are comprised of numcrous cost
pools vith allocation bases that vere chesen because these bases vere
deternined to be the best indicator of hov much of a particular joint cost
vas regulated and hov such vas unregulated. Hovever, many of these cost
pools are unattributable on a product level and therefore can all be grouped
together and allocated to all products using the same allocation bases. For
example, executive direction - corporate operations, executive direction -
regulated sctivities, and accounting services - general are located in

tvo different accounts, and are all allocated to regulated and nonregulated
activities using different allocation bases as vell as different costing
principles,  hovever, these are all unattributable cests on the product or
service level and could all be aggregated into one cost pool and allocated
to the product or service using the same allocation base.

The above example demonstrates that the cost pools and allocation bases that
are used to apportion our costs betveen regulated and nonregulated
sctivities are not necessarily appropriate for allocating those costs to &
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product or a service. Once costs for SB and SCB have gone through the Cost
Separation System, ve must look at regulated and nonregulated costs on a
company vide basis and choose cost pools on a cost-causitive basis for
allocating the overhead costs based on the products and services vhose costs

ve are attempting to accusulate.

B. Allocation Bases

Once the overhead costs have been grouped into homogensous cost pools, the
final step is to allocate these cost pools to the product or service. This
necessitates choosing an allocation base. The allocation base is important
because it is the key means for linking total overhead costs or cost pools

vith cost objectives.

The required criterion for choosing an allocation base is a cause-and-effect
relationship. In other vords, the existence of the cost objective should be
the dominant factor in causing the incurrence of the costs in question.
There are tvo decisions that must be made vith respect to choosing an
allocation base. The first one is the type and numbar of bases to use and
the second one iz the activity level of those bases.

Vith respect to the types of allocation bases, some of the more common
allocation bases that are used are labor hours, labor dollars, machine
hours, direct material usage, veight or size. It is a common business
practice to use total expenses of the organization as a base for allocating
administrative types of expenses. In determining vhich type of base to use,
jt is important to remember that the cost pool and 'the allocation base must
be related to each other, and both must be identified vith the product or
service being costed. If ve are accumulating costs for a repair service and
ve vant to allocate fringe benefit costs, materials used vould not be an
appropriate allocation base since materials have no relationship to fringe
costs, nor are materials necessarily identified vith providing repair
services. Another example of a base that is not identified vith the product
being costed is the use of an allocation base consisting only of direct
dollars relsting to services that are performed exclusively for affiliates
in an attempt to allocate overheads to all of the products and services

provided.

Additionally, it is important to choose a base that will fluctudte vith the
overhead costs that are being allocated. For example, vhether to use nusber
of employees or payroll dollars depends on vhether the asount that ve are
allocating vill more likely fluctuate because it is people-oriented (i.e,
human resource costs) or because it is pavroll oriented (i.e., fringe

benefit costs).

-
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The more pools and allocation bases used, the more accurately the product
vill be costed. The fever used, the less accurately the product vill be
costed. The number of bases should be chosen after considering:

1. factors associated vith the individual products or services,

2. necessary costs and effort in application, and

3. nmaterial differences in final results. (Note: Cautjon must be
exercised vith respect to amounts impacting regulated operations
since GAAP materiality thresholds are considered too broad for

such purposes.)

Vhere results do not differ significantly, the easiest method available and
the least number of pools and allocation bases should be used.

Activity level of the allocation base, must also be addressed. The activity
level of the allocation base relates to the time period over vhich ve vill
allocate overhead costs to the product for billing purposes. Cost
accountants commonly recognize tvo levels of capacity utilization - the
normal sctivity versus the annual activity.

The normal activity approach to overheads recognizes the fact that some
overheads are incurred in the current year to produce items that vill
benefit the entity for many years (e.g., self constructed assets). The
normal activity approach takes the position that these overheads should be
spread over the periods benefited {e.g., if ve self construct assets that
have a useful life of 5 years, the overheads relating to these assets should
be billed over five years rather than in the current year). This approach
has the effect of averaging overheads over a period of time and applying
this average to the product or service in each given year. Vith this
approach, in some years ve vill bill more overhead costs than ve incur and
in some years ve vill bill less overhead costs than ve incur, hovever, over
time the overheads billed vill equal the total amount incurred.

The annual activity approach to overhead allocation takes the pocition that
each vear’s overhead costs should stand on its ovn, therefore, each year’'s
overheads should be allocated and billed in the year incurred. This
sttitude arises from the videspread conviction that the year is the key time
period and adherence to the idea that overhead costs for a given year
generally aust cling or attach to the services provided or products produced
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during that year regardless of the relationship of that year’s activity to
average long term activity. Vith this approach the amount of overhead costs . .
billed vill fluctuate from year to year if overhead costs fluctuate from

year to year.

The decision concerning the appropriate activity level to use depends on the
nature of the business and is a case by case decision. Because of the
measurement problems that are inherent in the normal activity approach, the
annual activity approach is generally used by most unregulated companies.

C. Special Cases

Vhen developing overhead rstes, there is s fundasental conceptual difference
betveen an operating company and & holding company that must be considered.
The overhead costs in an operating company are all caused by the products or
services sold by that entity. This is not true for a holding company.
Certain costs are incurred for the management of the Corporation or Region
as a vhole (i.e., the parent company and all of its subsidiaries), vhile
other costs are incurred for the management of only the parent company. To
the extent that the cost-causative basis for overheads are different, the
allocation bases for allocating these overheads aust be different.

Overhead costs that are in support of the corporation as a vhole contain s
significant amount of managesent costs. According to Cost Accounting
Standard (CAS) 41B.30, vhenever a cost pool contains a gignificant amount of
management costs, the allocation base should be one that is representative
of the activity being managed. Normally, ve would tie overheads to the

direct costs being billed.

Hovever, because the officers and certain departments (such as treasury,
planning, financial management etc.) of a holding company perform functions
that do more than just support the employees of the parent company’s
corporate office, linking these costs to their direct costs wvould not
provide a strong cost-causative linkage. For BSC and BSE, the activities
being managed are their subsidiaries, therefore it is proper to use an
sllocation base representative of the grtivities of the subnidiariss rather
than the sctivities of the parent company. Vhen ve identify overhead costs
that are only in support of the vork efforts of the parent company (i.e.,
corporate services, accounting services etc.) rather than the region, the
allocation base should be one that ties these overhead costs to the

activities of the parent company.
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VII.  ACCOUNTING REQUIREMENTS

Vhen developing the overhead rates for BellSouth Companies, certain rules
sust be adhered to so that consistency can be achieved betveen the overhead
costs ve are allocating and the allocation bases used to allocate these
costs. DBelov are a list of things that sust be considered:

3. The ssme cost accounting period must be used for sccumulating the
overhead costs as for establishing its allocation base. 1n
general, this cost sccounting period should be the company’'s
fiscal year. A peried other than the fiscal year can be used

provided:

A. Significant administrative convenience is achieved.

B. The period used is representative of the activity of the
cost accounting period for vhich the overhead costs to be

allocated are accusulated.

C. The practice can reasonably be estimated to provide a
distribution to the cost objectives of the cost accounting
period not materially different from that vhich othervise

vould be obtained.

Hovever, if a period other than the fiscal period iz selected, it
should be discussed vith and concurred in by BSC Comptrollers

prior to being used.

2. Vhen developing overhead rates it should be noted that if a cost
that is typically an overhesd cost has been direct billed, it
should be excluded from the numerator. Additionally, this asmount
must be added to the denominator, if applicable. Our trestment
for billing purposes determines vhether a particular cost goes in
the numerator (costs to be allocated) or the dencainator
(allocation base), not the sccount that contains the amount.

3. Overhead cort pools should be aggregated to the extent possible
providing the aggregation :§N.1ts in no saterial distortiens in
costing the product or service. If the logical bases for twvo
different cost pools are different but interchanging the bases
vill yield the same or similar results, the cost pools should be

coabined and allocated using the sase base.
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The activity level recommended for BellSouth Companies is the
normal approach. Since ve are using this approach, ve sust build
into our overhead rate development or rate application systes a
means for recovering the overheads that ve have said are in
suppert of assets as ve recover the costs of these assets in
future years. In a stable industry, both the normal and the
annual spproach vill yield similar results. If it can be
demonstrated that interchanging the procedures vill not distore
the results, the approach (annual or normal) that is easiest to
apply may be chosen. If the annual approach is chosen it should
be discussed vith BSC Comptrollers prior to being used.

Vhenever direct costs asre used in establishing allocation bases
for a period, the folloving rules must be adhered to:

A. Consistency in making adjustments te both direct and
overhead costs for purposes of determining the total cost
is important.

B. The appropriate cost sccounting for deferrals, accruals,
and other adjustments must be used in identifying the cost
sccounting periods smong vhich any type of adjustments to
expense are distributed (i.e., if an expense, such as
taxes, is identified vith a fixed, recurring period vhich
is different from the cost accounting period, such expenses
should be distributed to the cost accounting perieds vhich
is appropriate for it).

Since the majority of the overhead costs that ve are allocating
are general in nature, the direct allocation method is the
recomnended methodology. An exception to this requirement exists
{f indirectly attributable overhead costs that are significant in
amount has been incurred. Since allocating this overhead to all
products or services vill distort the cost of services that did
not cause its incurrence, these overhead or indirect costs should
be allocated to the appropriate products first.

Next, the unattributable overheads (typically your general and
administrative type of expenses) should be loaded on the IAT
overheads as vell as on the direct costs. Indirectly attributable
overheads that are nominal in amount can be allocated slong vith
unattributable overheads provided no serious distortions in
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ACCOUNTING FOR OVERHEAD COSTS

costing vill occur. If atr any time the billing company determines
that one of the other methodologies in Section V is deemed to be
more sppropriate than the direct method, that methodology must be
used vith the concurrence of BSC-Comptrollers.

In developing overhead rates the folloving requirements must be
adhered to: .

A. The allocation base chosen depends on vhether ve are
allocating indirectly attributable or unattributable
overhead costs.

1. If ve are allocating indirectly attributadble (i.e.
overhead costs that are csused by only certain products
or services), the allocation base should only consist
of the direct costs of the products or services that
cause the incurrence of those costs.

2. If ve are allocating unattributable overhead costs, the
allocation base must consist of all direct costs as
vell as the indirectly attributable overheads that ve
have allocated in 1 above.

Overhead costs based on estimates may be used in developing
overhead rates, hovever, the estimates must be developed to
represent a8 full cost accounting period.

The overhead rates developed should be revieved, at a sinimum,
annually. Additionally, if -any change should occur in the interim
that vould cause a significant change in the overhead rate in use,
a sore representative rate should be developed and implemented at
the time the changes occurs.

For the BellSouth companies listed in Section II, APL 300-01 must
be adhered to vith respect to sccounting for overhesd costs billed
in all billing situations. ]

To the extent that certain administrative overhead costs are
incurred to satisfy regulatory requirements, these costs should bde
identified and apportioned only to ratepayers and not included in
the overhead rate calculation for incidental and/or miscellaneous

services.

Exceptions to any of these requirements should be supported by
vritten vaiver from BSC Coaptrollers.
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ACCOUNTING FOR OVERHEAD COSTS

COST APPORTIONMENT PROCEDURES AND PRINCIPLES

T APPORTIONMENT Us N PREVIOUS AVAILABLE FOR USE _IN CURRENT PROCEDURE

PROCEDURE PROCEDURES T DAS DAT 1A UA

Apportion costs
from Account to

Cost Pool N/A X X
Apportion costs -
from Cost Pool to DAS X X X X
Reg/Nonreg Activity DAT X X X
Apportion costs DAS X X X
from Reg/Nonreg DAT X X X
Activity to LOB IAT X X
UAT X
apportion costs DAS X X X X
from LOB to DAT X X X
product/service IAT X X
UAT X

Apportion costs
from product or X
service to specific
customer bill

DAS - Directly assignable
DAT - Directly attributable
IAT - Indirectly attributable
UAT - Unattributable

N/A - Not Applicable

e Principles must be applied vithin the prescribed hierarchy.
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ACCOUNTING FOR OVERHEAD COSTS

BEFINITIONS

Affiliates - Business entities regsrdless of legal form that directly or
indirectly, through one or more intermediaries, control or are controlled by,

or are under common control wvith the accounting company.

Allocation - As used in the telecommunjcations industry in connection vith
the JCO, describes the methodology used to distribute costs betveen all
products, services or other cost objectives in the absence of direct or
indirect measures of use. As defined by the Cost Accounting Standards Board
(CASB): "To assign an item of cost, or a group of items of cost, to one or
nore cost objectives in accordance vith the principles of cost-causation.
This term includes both direct assignment of costs and reassignment of a
share from an indirect pool."

Allocation Base - A systematic means of relating a given cost or cost pool
vith a cost objective. Given a cost objective, a method or function that
links the objectives vith the costs that are to be allecated.

Ancillary Charges - Those costs that are billed vhich represent a return for
the bene%it that the billed party realizes from the use of the billing

party’s investments (i.e., ROI, float, etc.), or vhich represents additional
expenses incurred by the billing party that can directly be attributed to
vork performed for the billed party (i.e., gross receipts tax allovance,
sales tax and income tax gross-up, etc.).

Apportionment - As used in the JCO, this term describes generically all
methodologies employed to distribute the total cost of an entity’'s resources

betveen regulated and nonregulated activities, products and services.

Assign - As used in the JCO, this term applies vhen a particular item,
account, catsgory, cost pool, etc., belongs to only one jurisdiction or

service.

Business Segment - Any divisinn of an erprnization for vhich separate
determinations of costs or revenues or both are desired.

Cost Accounting sfandards -~ The basic p:incipics and policies of cosxt
estimating, cost recognition, cost keeping, cost uses, and cost reporting.

These standards vere established by the Cost Accounting Standards Board
{CASB).
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ACCOUNTING FOR OVERHEAD COSTS

Cost Objective - A function, organizational subdivision, or other vork unit
or vhich cost data are desired and for vhich provision is made to accusulate

and measure the cost of processes, products, jobs, capitalized projects, etc.

Cost Pool - Accumulation of costs into functienal groupings based on the
relationship of those costs to cost objectives (i.e., products or services,
organizational unjits, LOB, ete.). Cost pools are cost accounting tools vhich
simplify the cost allocation process by enabling one cost allocation step to
replace vhat vould othervise be numerous cost allocation steps if such
sllocations vere performed individually for each amount.

Costing Principles - The JCO rules that must be adhered to in assigning,
attributing or allocating costs to regulated and nonregulated activities.
Cross-Subsidization - Financial or operating assistance provided to one
entity (service) by another at less than full cost. In terms of the JCO,
having telephone customers pay more than their fair share for the services to
vhich they subscribe. Crogs-subsidization can result either from improper

allocation of common costs or from improper transfer pricing of services and
assets provided by one affiliate to another.

Direct Assignment - Describes the costing methodology used to distribute the
cost of resources that are used exclusively (dedicated) for a regulated or

nonregulated activity.

Direct Attribution ~ Describes the costing methodology used to distribute the
cost of resources for vhich a direct measure of cost-causation exists.

Direct Costs - As defined by the CASB, any cost vhich is identified
specifically vith a particular final cost objective. In terms of the JCO
costing prineiples for overhead purposes, direct costs are those costs that
are directly sassignable or directly attridbutable on a product or service

level.
Final Co:t Objective - A cost objective vhich has sllocated to it both direct
and overhead costs, and is the final accumulation point.

Bomogeneous Cost Pool -~ Cost pools that are grouped together that have the
Same or simjlar causal relationship to cost objectives. The term slso
applies to cost pools that, if allocated separately vould yield similar
results as if allocated together.
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ACCOUNTING FOR OVERHEAD COSTS

Indirect Attribution - Describes the methodology employed to apportion the
costs of resources that cannot be directly assigned or directly attributed
betveen products, services, or other cost objectives. Costs of resources
that sust be sllocated based on an indirect measure of cost-causation because

a direct meagure does not exist.

Indirect Cost - Same as overhead

Line-of-Business - A product or service or group of products and services
dentified, managed and monitored separately as a profit, contribution, or
tost center. As used in the JCO, any activity for vhich the company intends

to increase resources as needed to mee: market demand. :

Overhesd - Any coest of doing business other than a direct cost of an output
of product or service. 1In teras of the JCO costing standards. those costs
that are indirectly attributable or unattributable on @ product or service
level. In terss of types of costs that are generally overhead costs, the
sanagesent, financial and other expenses of an organization vhich are
incurred for the general managesent and administration of a business as a
vhole, a ssgment of a business or a line of business. These are costs that
are identified with tvo or more final cost objectives.

Overhead Rate - A percentage vhich expresses a ratio of overhead expenses to
a corresponding base. The numerator represents the total overhead costs that
vill be allocated and the denominator represents the allocation base vhich
vill be used to distridute these costs to the final cost objectives.

Producing Departments - Those departments that are directly involved in the
product or tﬁc service that is sold.

Service Departments - Those departments that exist solely to aid the
production 5opartncnts by rendering specialized assistance vith certain
phases of the vork.

Unattributable - Describes the methodology employed to allocate costs of
shared resources that cannot be distributed betveen products, services, or

other cost objectives on @ cost-causational basis.
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BELLSOUTH

Strong Recemmendation

April 22, 1988 .

{Attached). .

Vice President and Comptroller-South Central Bell and Southern Bell
Assistant Vice President and Comptroller-BellScuth Enterprises
Comptroller~BellScuth Services ‘ .
BSC, BSS, SB, SCB, BSE

Vice President & Comptroller - BellSouth Corporatiom

Transmits nev issve of the BellSouth Accounting Policy Letter (APL)
300-01 providing for the accounting for miscellaneous billing which
supsrsedes and cancels Accounting Ruling dated December 1, 1983,
Accounting Letter A-6 and Accounting Letter A-15.

Attached i3 Actounting Policy Lettear 300-01 vhich covers the
accounting policy for miscallaneous billing to affiliates and
nonaffiliates for vork performed incident or peripheral to the
company's regulated telecommunications activities as prescridbed per
Part 32 Uniform Systezs of Accounts (USOA)., Part 64, Joint Cost
Allocation, effects are generally covered {n Section III of this
documnent, but will de sddressed more fully in a future APL. 7This
APL is & nev issue whith supersedes and cancels Accounting Ruling
dated December 1, 1983, "Accounting for Bills Rendered by Regulated
BellSouth Subsidiaries to Affiliates or Other Entities Standing in a
Role Other Than That of a Customer”™, Accounting Letter 4~§,
=Accounting for Costs of Performing Work for Others™, and Accounting
Lettar A-15, "Accounting for Billing Rendersd to Other than
Customers for Property -~ Related Costs™ in their entirety.

Any questions regsrding this sudject should be addressed to Thgres;
Reese at (404) 249-3036 or Xen Mory (404) 249-3026.

P, H. Casey _
Vice President & Comptroller

Attachaent
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for Work Performed Incidens or Perioheral ———

SIATUS: Fev Issue: Supersedes and Cancels Accounting

ORIGIRATOR: 404) 2408~

CORTACT: 404 49

® " -
Recommended: Concurred: —
. 1

) = \-"" ' .\/] * j -. . -
f// ﬁmm. /&u.é— ,). e T N {// ¢ e
M. Theresa Reese Kenneth J. Mory / /7
Staff Manager Corporate Manager !‘j
Concurred: Approved: .

. L
- - . , (]
!(‘\\‘."Ljf b-‘i /
Patrick H. Casey
Vice President & Comptroller

ichael Hostinsky
stant Comptroller
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ACCOUNTING FOR MISCELLANEOUS BILLING TO AFFILIATES AND NONATFILIATES
FOR WORK PERFORMED INCIDENT OR PERIPHERAL TO THE COMPANY'S RIGULATED
TELECOMMURICATIONS ACTIVITIES

TABLE ©F CORTENTS —_
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I11. GENERAL CONCEPTUAL GUIDELINES
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B, Indirect Costa --o--o-.o-ooo-cnoooono-ooo-o-oocc
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Iv. BILLING CATEGORIES AND ACCOUNTING REQUIREMERTS

A. c“stem wﬂrk *eo s 0 sdsddedd s sdas 8
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V. CORSOLIDATIOR AND AFTILIATED IRANSACIION CONCERNS ...... 16
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ATTACRMENTS

A. ACCOUNTING FOR MISCELLANEOUS BILLED REVENUE TOR AFFILIATES
AND RONAFFILIATES - ACCOUNTING BY BILLING COMPANY WHEN INCURRED

B. ACCOUNTING FOR MISCELLANEOUS BILLED REVERUE FOR AFTILIATES
AND NORAFFILIATES - ACCOUNTING BY BILLING COMPANY WHEN BILLED

C. ACCOUNTING FOR MISCELLANEOUS BILLED REVENUE FOR AFFILIATES
AND ROMAFTILIATES = ACCOUNTING BY BILLED COMPANY

ROTICE .
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ACCOURTIRG roR MISCELLANEOUS BILLING 7O AFFILIATES AND NONAFFILIATES
FDR WORK PERFORMED INCIDENI OR PERIPHERAL I0 THE COMPANY'S REGULATED
TELECOMMUNICATIONS ACTIVITIES

I. EURPOIE

The purpose of this Accounting Policy Letter (APL) is to establish sccounting
policy for bills rendered by regulated BellSouth subsidiaries, Southern Bell
(SB) and South Central Bell (SC3), for the bdilling of miscellansous revenues
and costs to affiliasces and nonaffiliates derived from activities performed
ineident or peripheral to (aside from) the companies® tariffed
telecomnunications operations. This niscellaneous revenue will de classified
using the followving billing catsgories: (a) Custom Work, (b) Reimbursements,

{e) Rent and (d) Other,

Sueh amounts are customarily billed vhenever a party realizes a bensfit from
the property or resources of the billing company. The purpose of such dilling
ia to provide compensation to the billing party for its costs vhich ars :
traceable to the benefit realized by the bdilled party.

As defined in Par:t 32 USOA (Uniform System of Accounts), "The revenue accouncs
are intended to include the actual cash inflows (or egquivalents) that have or
will occur as a result of the Company's ongoing major eor central operations
during the period.” This revenue {s derivad from goods scld or services
rendered to both affiliates and nonaffiliates. 7This definition i3 consistent
with the Financial Accounting Standards Board's Statement of Concepts No. 6
definition of revenues. Although most miscellaneous billing results in the
recognition of revenue, there are certain activitiss vhose cash inflovs (or
equivalents), because of their characteristics, are not classified as revenues
under Part 32 USOA. The accounting for these billings vill bs a major focus

of this policy letter.

II. SCOPE

This Accounting Policy Letter DOES NOT address the accounting for costs |
f{ncurred that are connected vith the provision of tariffed telecommunications

services or the accounting for costs {ncurred in connection wvith the pursuic

, ROTICE
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ACCOUNTING FOR MISCELLANEOUS BILLING TO AFFILIATES AND NONAFFILIATES
FOR WORX PERFORMED INCIDENT OR PERIPHERAL TO THE COMPANY'S REGULATED
: TELECOMMUNICATIORS ACTIVITIES ‘

of any cther lines of bdusiness, regulated or noc, in vhich g
teleccorunications company may engage; nor does it sddress the classifications
of such amounts.

Further, it DOES ROT address billing vithin a telephone company,
(intracompany, e¢.g., billing within Southern Bell betwveen Georgia and Florida

or billing vithin South Central Bell betvesn Alabams and Souch Cencral Bell
Headquarters).

This Accounting Policy Letter DOES establish accounting policy for bills
rendered by regulated BellSouth subsidiaries for the billing of miscellaneous
revenues and costs to affiliates and nmenaffilistes derived from sctivities ”
performed aside from the companies’ tariffed telecommunications eperations.
Section II] addresses the general conceptual cost accounting guidelines.
Section IV addresses the various types of dilling categories and the related
accounting requirements for each as outlined balow:

= Definition of Billing Category
- Aceowunting requirements vhen incurred
Diresct costs
Indirect costs
Ancillary charges
- Accounting requirements by billing cozpany vhen billed
Direct costs
Indirect costs
Ancillary charges
- Accounting requirements by billed company vhen billed
Direct costs
Indirect coszs
Ancillary charges

Section V addresses cartain consclidation and affiliated transaction
concerns. Section VI summarizes the accounting poliecy. Attachment 1 is a
satrix representing the accounting reguirements discussed above.

111. GESERAL CONCEPIUAL GUIDELINES

In accordance vith USOA Part 32.27, miscellaneous billings to nonregulated
affilistes must be based on a prevailing market price or tariff if one
exists. HNovever, if no prevailing market price or tariff exists, the billings
sust be based on cost. Whenever any aiscellanesus billings (including
dillings to affiliates) are dased on cost, the amount billed sust be
deterzined by applying the costing standards contained in Section 64.901 of
the FCC's rules. All of the costs attributable to vork performed incident or
peripheral to the company's tariffed telecommmications operations should be
determined and accumulated through use of cost reporting and cost allecation
processes of the telecommunications tompany perforaing the verk involved.
Costs billable in such cases are of three types:

ROTICE
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ACCOUNTING FOR MISCELLANEOUS BILLING TO AFFILIATES AND NORAFTILIATES
FDI WORK PERFORMED INCIDENT OR PERIPHMERAL TO THE COMPANY'S REGULATED

TELECOMMUNICATIONS ACTIVITIES

Direcs Ccyzs: Resource cests vhich can be specifically assigned or
attriduted to a business activity on a cost-causative basis. They
consist of the folloving elements:

1. Direect labor costs of the vork performed, including line
supervision and administrative clerical costs, staff
support costs a8 vell as all associated amployee-relaced
siscellaneous costs

2. Costs associated with facilities used directly in
performing the work (such as toels, materials and supplies.
vehicles and other vork squipment), to the extent that such
costs are an integral part of the costs of the business
function using the facilities. It alse includes the
property related costs associated with any of the company's
property used directly by the dilled company

3. Costs, 1f any, billed by outside contractors

All of the above cost elements represent bdillable direct cests,
vhether (1) they ¢an be reported directly to a particular vork
performed for another party at the time the vork is performed or the
cest i3 incurred, or (2) the billadle portions of these cost elements
are determined through an allocation process.

Whenever a telecommunications company performs wverk for another
party, the direct costs involved should be reportad as incurred te
the company's accounts appropriate for the nature of the work
performed., Subsequent movement of these costs To other accounts -~
and the timing of that movement — {s dependent upon (1) the nature
of the vork performed, (2) the nature of the party for vhom ths vork
{s performed, and (3) vhether the vork performed benefits only the
other party or benefits both the other party and the
telecomnunications company. These factors are reflected in Section

1v.

The tere "billadle direct costs” also applies to the billadle portion
of a company’s costs sssociated with any of its property vhich is
used by the bdilled party itself, or vhich is used directly by
employees of the billing company in connection vith vork performed
for the bdbilled party. In either of these cases, the billing
company's costs associated vith such property that ars billed to the
billed party represent the reason vhy a bill is being issved at all.
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B. Indirect Costs: Although not specifically sttriduted to or caused by
the function being billed, indirect costs are identifiadle as —
contriduting to the cost of producing a service or a product (e.g.
depreciation on the shared facilities of s central office).
Classification of these costs should generally fellov the dasic
principle that billed overhead costs should be classified in the same
general manner as applies to the related direct costs.

Indirect costs are further categorized as elither property-related
overhead costs eor non-property ralated overhead costs.

Propergy~related overhesd COSt are those costs associated vith

property owvned or leased by a company wvhich are vieved as indirectly
supporting the work performed by employees of the company. Whenever
the non-ovning party realizes a benefit from property provided by the
telecommumications company, the non-owvning party should baar the
appropriate share of the costs incurred by the telecommmicactions

company a&s to that property.

The ovner company's ratepaysrs should not be burdened with that
portion of the company's costs for the involved property vhich
relates to the benefit realized frem the property by the other
company. Instead, the other company should Dear that burden.

Four distinct cost clements are ordinarily associated with preoperty
owvned by a telecomnunications company:

(1) Plant Specific Operations Expense

(2) Certain Plant Nonspecific Operations Expense (e.g., Depreciation)
(3) Property taxes paid based on the property

(4) Return on the company's investment in the propcrtyl

4 An indirect cost vhich applies te property-related costs is return en
investment. The owvning telecommunications company is entitled o
earn a proper return on its investment in such property. Therefore,
vhen billed, the billing company should treat ROI as a credit to

revenues.

L Alse that RO! must be groased-up to sccount for the income tax
effects of the additional revenue.

ROTICE
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ACCOUNTIRG FOR MISCELLANEOUS BILLING TO AFFILIATES AND NORAFTILIATES
FOR WORK PERFORMED INCIDENT OR PERIPHERAL TO THE COMPANY'S REGULATED
TELLCOMMUNICATIONS ACTIVIIIES

Non=-propercy relaced overhead coStg are those expenses traceadle to

work performed by ezpleoyess of o company whe are engaged in
performing its basic operations. Such non-property related overheads

include: SRS

{1) Corporate Operations Expenses
(2) Plant Nonspecific Operations Expenses

C. Ancillary Chatges:

Ancillary charges include (1) Float Charges, (2) Gross Receipts Tax .
Allowvance, (3) Sales Tax and (4) additional Profit Element. Each of these

charges are discussed below:

(1) [FIloat Charges - Whenever a time lapse is anticipated betveen (1) a
company's expenditures of funds and (2) restoration of those funds by the
billed party, a fleat charge will generally be calculated by the bdilling
cozpany and included in the total amount it bills. The float charge must
be calculated to obtain, from the billed party, an amount sufficient to
compensate for the cost-of-funds expense incurred by the dilling company
vith regard to {ts funds tied up in the receivable dus from the billed
party for cthe period during vhich the receivable remains outstanding.

(2) Groszs Receiots Tax Allovance - In some tax jurisdictions, amounts
billed to the billed party may be subject to gross receipts/gross earnings
{CRT) tax.

In such cases, the pertinent billabdle basic components must be grossed up
sufficiently prior to bill issuance to cover in full vhatever basic
components of billing vere sudbject te GRI.

(3) Sales Tax - For those jurisdictions vhich sales tax applies, certain
basic components of billing rendered may subject the biiled company ¢o a
sales tax liadilicy vhich the billing company is responsidle for
collecting on behalf of the taxing authority involved. After calculating
the appropriate sales tax amount oved by the billed party, the billing
company vill include it in the total bill rendered.

(4) - This document neither recommends nor
precludes the inclusion of a profit element in billing issued to obtain
compensation from parties in regard to costs of the billing company.
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D. B:vg—.ng Bg:a:—l-{:n

Although Generally Accepted Accounting Principles (GAAP) and Part 32 USOA
generally require the recognition of cash {nflows or their equivalents as
revenues, the Federal Communications Commission (FCC) has providad an
exception for certain reimdursable expenses. In order to determine the
proper accounting, the intant of the transacting parties must be
considered. Certain fundamental questions must be ansvered to make this

determination.

¢ Ig it an "arms-length” transaction in wvhich a bduyer and a seller
are free to act, each seeking his or her ovn best economic interest and
agreeing on a price? Is the intent to “make a sale” and to "make a

profiz”?
OR.

¢ Is the intent to be "made vhole™, to de reimdursed, or to reduce costs
({.e., 002 to make a profit or to make a sale but recover costs due to
sustaining damages to property, legal obligations or bona fide joint
operations resulting in cost savings or operational efficiencies)?

If the intent iz to "make a sale™ (an arms-length transaction), then the
billing company will credit the appropriate revenue or income account.
Howvever, if the intent eof the transaction is to be "pade vhole®”, the
transaction should de considered a "Reimburseament” and the billing company
will credit the sccount originally charged.

IV. BILLING CATEGORIES AND ACCOUNIIRG REQUIREMENIS

This section addresses the various types of billing categories and the related
sccounting requirements. Billing categories include Custom Work,
Reipbursements, Rents and other incidental or peripheral activities. For each
of these categories the accounting requirements for costs vhen incurred, for
billing rendered, and for billing received are discussed belev.

A. Custom Work is defined as nontsriffed plant construction, including
cost of removal and associated engineering and design costs performed for
others incident to the company‘'s regulated telecommunications operations.
This construction {s st the request of the dilled party (the customer) and
ovnership is retained by that party, not the company (e.g., 1f the company
vere to construct a booth around a privately evned, semi-public telephone and
the owvnership {s retained by the customer).

331 , ROTICE
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(1) Acseyncing by she billing company when incurred:

Direct costs of constructing property that are {ncurred under an agreement to
construct plant entirely for another company must de moved out of the
constructing company's telecommunications plant scecounts to vhich they vere
reporzed vhen the vork was performed, in che month vhen incurred. These costs
Tust apPPear as an account receivable of the constructing telecommunications
company as of the close of that month., This requirement alse applies to that
portion of another cempany's share of direct costs associated with joint
construction {.a., construction of property to be owned Jointly. This will
ensure that vhile such costs remain in the accounts of the constructing
company, they are recognized there in a zanner such that they will net
generate any of the following cost factors which relate to construction

expenditures:

- indireect costs chargeable te constrvetion
-« jnterest chargeabls to construction

The constructing company will be compensated fer its indirect costs ‘
attributable to the construction veork performed for the othar company by means
of the amounts it bills to the latter company in regard to those costs (i.ec.,
the billed indirect costs vill serve as a substitute for indirect costs
chargeable to construction in connection with its own property). Similarly,
the float charge billed by the constructing company will provide appropriate
cozpensation for its cost-of-funds attributable to the direct costs billable
to the other coppany. Plant construction for ancother company shoulé not
appear at the close of any month as in-gservice plant of the constructing

company.

(2) Ascounting by the billing company when billed:

Generally, direct, indirect and ancillary costs associated with custom vork
should be appropristely accounted for by the billing company to Account 7110 -

Income From Custem Work.

This can be accomplished by (1) crediting investment and expense accounts
originally charged and dediting Account 7110 for total costs and erediting the
same account for total revenues or (2) by crediting sccounts originally’
charged and Account 7110 vith the net of those credited amounts and gross

revanuts.
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Hovever, to the extent that an account has not been originally charged for
billed costs, amounts such as ROI & gross-up for Income Taxes, profit, fleat
and the gross-up for gross receipts taxes should be credited te Account 7110.
Furthermore, sales tax amounts should be classified as s credit to the
applicadle accounts payable account. (See Sections III B & C)

In addition, because custom vork is defined as an incidental service in Part

32 USOA, all detail data (gross expenses and revenuves) sust be maintained for
each wnderctaking. The gross revenue amount from Income from Custom Work, will
be required for reporting total incidental revenues earned to the FCC. ‘

(3) Accounting bv billed company:

The billed company should account for direct, indirect and ancillary charges
to the sppropriate expense or investment account. An exception vould de the
accounting for sales tax vhich should be allocated equitadbly by the dilled

company among accounts applicable to the direct costs dilled 4in the case at

hand.

DPirect costs billed to a telecommunications company in regard to work
involving construction of property for that company by an outside party should
be sccounted for in the billed company as a charge to other deferred charges
wntil the dilling detail {s known. At that time, such costs should be
acecounted for as charges to the appropriate telecommunications plant

construction/removal accounts.

B. Reimbursements - Although GAAP and Part 32 USOA generally require
the recognition of cash inflowvs or their equivalent as revenues, the FCC has
provided an exception for certain situations. Accounting for Reimbursements
requires the crediting of expense accounts originally charged for the
folleving: (1) Jjoint eperations or projects, including shared facilities
agreements, and (2) repairing plant due to dasages by others and obligations
to perform work vhich are binding on the company (statutory requiresents) that
pust be done to support the telecommunications netwvork, (l.e., moving a
company pole for a party, at their request - ve don‘'t allov anyone else to
move our plant and wve must do the vork to suppert the telecommunications
netvork, billing for damaged company plant, rearrangements, highway
relocations, aid to construction and $00 Service Joint Operation).
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(1) Jeint Operations are defined as ¢ company's participation in a joint
venture to share in the resulting cost savings and operational efficiencies of
using joint resources to “make a sale”™ to a Ihird party. This criteria mus:
be clearly met for an operation to be subject to the accounting treatment
required for reimbursements. An example of this would be the 300 Data Base
Joint Operatjons Service in vhich investments are owned by one entity and
shared with other entities to complete the delivery of service for all

involved.

Shared facilities are s type of joint operstion. This type of arrangement
allovs for the use of investment resources of one party by another in vhich
there is no intent to do business together but there is a desire to shars that
resource for the mutual benefit of both. The operating activities of the
parties involved are independent of one another. In other vords, a company
has a facllity it develops for its owvn use vhich it provides to another party
independent of its own operating activities. Joint operations alse inecludes
billing for shared services betveen affiliates. An example of this veuld de
"“BOC to BOC™ and "BOC to BSS™ dilling for administrative services vhen the

intent is to be “made vhole” and not to "make a sals”.

(a) Accounting by the billing company when incurred:

Plant eoperations (maintenance), customer operations, corporate operations and
other miscellaneous operstions can all bde performed as a joint operation.
Direct and indirect costs of vork performed for anoth:- :ompany for joint
operations that represent costs of work not associat:z ::zh regulated
telecommunications operations should appear as an account receivable of the
telecommunications company performing the wvork, as of the the close of the
month in vhich they are incurred. Direct and indirect costs representing
operating expenses {ncurred under arrangements for joint parcticipation eor
apporticnment betveen a BellSouth telecommunications carrier and another
telecommunications carrier (vhether affiliated or not) er nonregulated
affiliated company should be reported te the applicable expense accounts of
the company performing the vork as they are incurred, and should remain in
those accounts of that coppany until bllling is actually rendered or uncil
reciprocal accruals are dbooked in the dilled company.

(b) Accounzing by the billing company when billed:

When twvo companies engage in joint operations, direct and indirect coscs for
property-related (i.e., maintenance) and non-property related cests should be
accounted for as a credit to the appropriste expense or investment account to
the extent they were originally charged thereto.
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Each portion of the ROI & Gross-up for Income Taxes, GRT allowances, profit,
and float charge be credited to an appropriate operating or miscellaneous . ___
revenue or income account. You cannot credit an expense account fer this type
billing component because you have not incurred an expense. This wvould have

the effect of removing costs from that account vhich had never been charged to

it.

Furthermore, Sales Tax amounts should be classified as a credit to the
applicable accounts payable account. (See Sections IlI., C., P. ?) .

(c) Accounting by billed companv:

As discussed in Section 1IV., A., (3), P. 10, the billed company should aceount
for direct, indirect and ancillary charges {n a manner corresponding to the
trestment given them in the bdilling company. Furthermore, billed maintenance
costs wvhich represent non-property related overheads should be treated as a

charge to expense, by the billed company.

(2) includes wvork
vhich {s performed by the company for repairing telecommunications plant due
to damages by others and obligstions to make changes in telecommunications
plant. Such vork generally involves removing, relocating, repairing,
rearranging, rerovting, replacing and/or othcrvise mBaking changes in plant of

the telecommunications company.

(a) Accounting by the billing companv vhen fncurred:

When a company incurs direct and indirect costs associated wvith its property
as a consequence of obligations or because of damage done to the property by a
contractor or seme other party, the appropriate expense or investment account
should be charged. (The costs incurred for this type of vork is ordinarily

reimbursed in vhole or part to the company.)

In the case of construction, the costs must be moved out of the constructing
coempany's telecommunications plant in the month incurred. These costs are to
appear as an acecount receivadle of the constructing telecemmunications company
to ensure they don’'t generate any indirect costs, interest expenses. These
costs vill be compensated for once the company bills the costs. (See Section

IV., 4., (1), P. 8)
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(b) Accoynting by the billing company when billed:

Accounting for Reimburseiments of direct and indirect costs vhen billed for
repairing plant due to damages by others and odbligations to make changes in
telecommunications plant requires the ersditing of expense or invesctment
accounts originally charged {(with the exception of Return on Investment and
Gross Up for Income Taxes vhich are credited to revenue). 4Ancillary costs
should be treated as descrided {n Section IV., B., (1), (b), P. 1l1.

The amount actually billed to rescover all or portien of the direct costs
incurred for vork perfermed on a telephone company's owvn plant on account of
an outside party sheuld be accounted for as follows:

(1) Credit the maintenance accounts initially charged in regard to
the vork done, up to the total amount originally charged.

(2) Credit any remainder of the bdilled amount to the depreciation
reserve account, up to the total amount originally charged therete in
excess of the cumulative depreciation expense aceruals made
previecusly in respect to the property involvad.

(3) Credit any remainder of the billed amount — as negative charges
- proportionately among the telecommunications plant capital
aceounts involved, up to the total amount charged thereto in
connection vith the vork performed.

{4) Credit any rénainln; portion of the billed amount to the
appropriate other operating revenue account.

Repair of damages to & telecommunication company’s plant caused by others
ordinarily invelves costs of construction. Any amount received as
reimbursement from the party causing such damage to telecommunications company
plant should de credited to the plant capital accounts as previded in item (3)

above.

(e) Ascounting bv billed company:

The same accounting treatment outlined gdbove for Joint Operations are
applicable for this category. (See Section IV., B., (1), (e), P. 12)
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€. .Rent is defined as revenues (inecluding taxes wvhen borne by the lesses)
derived from the rental or subrental to others of telecommunicacions plant
furnished apart from telecommunications services rendered by the cempany. It
includes revenus from the rent of such items as space in conduit, pole line
space for attachments, and any allowance for return on property used in joint
operations and shared facilities agreements.

(1) Acsounting bv the billing companv when incurred:

Direct and i{ndirec: rental costs vhen incurred should be chatged to the
appropriate expense account.

A lease agreement with a third party owvner may spescify that the lesses company
rather than the owvner is to be responsidble for maintenance of the leased .
property. If so, the associasted costs should de bdooksd by the lessee
telecemmunications company as maintenance ceosts vhen ineurred.

A telecommunications company that has property vhich it uses aleng vith
another party, or vhich it uses directly in performing wvork performsd for
another party, ntieed not actually own the property involved. The company might
instead lease the property from some third party. If so, the lease payments
made te the third party owher wvould be accounted for as an expense by the
lessee company. This expense vould compensate the lesser-ovnar for
depreciation and property taxes on the property plus a return on the ovner's
investment in it. 1In such c¢ases, the telecommunications company still incurs,
in effece, 2ll four preparty-relatsd cost elements listed on page 6, section
11I. However, the last twvo slements listed, property taxes and ROI, and
depreciation expense take the forz of rent paid to the owvner party.

(2) Acsovnting by the biliing company when Dbilled:

Direct, indirect, and ancillary costs associated vith rental are credited to
rent revenue vhen billed by the billing company. Eovever, sales tax should de
classified as a cradit to the applicable accounts payadle accowmt.

when the lesase agresment specifies that the lessee (billing) company rather
than the ovner is to be responsidle for maintenance of the leased property,
the billed company's share should be accounted for by the dilling company as
income vhen billed, along with the billed company's share of the rental paid

by the billing company.
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»

Property of a company vhich indirectly supports its employees vho perform work
performed for another party may also be property that i3 leased rather than
owned. Here too the billed party's share of the lessee company's payments
should be classified as income by the billing company vhen billed,

The expense of maintaining and operating the rented property, including
depreciation and insurance, shall be included in the appropriate operating

expense accounts.

(3) Accounting bv billed company:

Dirtct.llndirec:. and ancillary costs, should be debited to the'nppropriate
tental expense account. Sales taxes, hovever, are to be squitadly allocated
by the billed company among accounts applicable to the direct coscs billed,

D. _Other - the accounting treatment noted below is applicadle for Plant
Operations, Customer Cperstions, Corporate Operations and other incidental
regulated revenue. These billings are defined belov.

Plant Overations - Revenue from contracted services of plant maintsnance and
enginesering performed for others (on their property) incident to the company's
regulazed telecommunications operations. This account does not include
revenue related to the performance of operation or maintenance activities
under a joint operating agreement. Revenue related to the operation or
maintenance activities under a joint operating agreement should be treated as
rent revenue and the expenses included in the apprepriate expense accouns.

Customer Operations Revenue - Revenue derived from the perforaance of

customer operations services for others incident to the company‘'s regulated
telecomnunications operations vhich are not provided for elsevhere. [EXxardles
would include billing procedures or the setting up of new services for other
conpanies with their customers. This further includes the provision of
centralized rate and route information for others and the rendering of

unattended dial exchange operating office service.

o d = JRevenue from services rendered to other.

companies under a license agreement, general services contract, or other
arrangement providing for the furnishing of general accounting, fimancial,
legal, patent, and other general services assoclated with the provision of

regulaced :elccognunicuttens services.
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incidental regulated :evcnue not provided fer in other Revenue accounts, ——

. v = This account includes the other

Examples are as follovs:

(s)
(v)

(e)
(d)

(e)
(f)

net collection ovarsges

wnclaimed refunds for telecommunications services vhen not
subject to escheats (reversion of land to state vhen there are

no heirs)

charges (penalties) imposed by the company for customer checks

returned for nen-payment
discounts alloved cuatomers for prompt payments
late payment chargss

revenue from private Bobile telecommunications services which de

not have access to the public svitched netvork

The accounting treatment for this dilling is handled in the same manner as

Rent with the exception of non-preperty related overheads.

for the accounting vhen incurred and billed by the billing company and the
aceeunting by the billed company wvhen billed.

For non-property related overheads, the billing company should debit the
appropriate expense account vhen incurred and credit the appropriate revenue

aceount wvhen billed.

account.

{See Attachment 1 pages 1 = 3.)

V. CONSOLIDATION AND AFFILIATED TRARSACTION CONCERNS

When & bill {3 actually rendered by a telecommunications cempany for
piscellaneous vork performed for an affiliate, the billing should occur st a
point such that the benefitting party vill have sufficient time after receipt
of the bill to record the billed coscts in detail in {cs applicable asccounts
for the same month in vhich the billed costs are recorded as credits in the
applicable aceounts of the telecommunications company.

The billed company should debit the appropriate expenss

Iz each case vhere both of the parties invelved are telecommunications
compsnies and/or are affilisted vith each other, the billing
telecozmunications company must provide sufficient billing detail to permic
the bdilled company te book the various billed amounts in a manner reflecting
the accounting trestment given them in the billing company, to the extent

applicable.
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VI. SIMeARY

This policy letter outlines the accounting requirements for miscellaneous
dilling to affiliaces and nonaffiliates for vork performed incident or
peripheral to the company‘'s regulated telecommunications activities. It
further defines the billing categories and describes the accounting treatment
by the billing company when incurred and vhen billed, as well as the
asccounting treatment by the billed company. This accounting treatment is in
accordance vith Part 32 USOA, CC Docket 86-111 and GAAP. As noted in Section
1, most miscellaneous billing results in the recognitien of revenue, hovever,
there are certain activities vhose cash inflows (or equivalents), because of
their characteristics, are not classified as revenue in sccordance with the
above referenced documents.
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& ACCOUNTING FOR MISCELLANEOUS BILLEW  €NUE FOR AFFILIATES AND NONAFFILIATES At oLl
- l1ssued t /21/08
ACCOUNTING BY BILLED COMPANY Page 3 of 3
Types of Mmmunumummumumlﬂu‘pmmmmumm
Siiling R r.Rev
ciement & {Maint./Eny., Other
zm;.;:"-‘h‘_ Cuslon WX YT ’ !,' ~ Shared it . Spec. n:»‘ Customer Corp. Incidental
IConsiructinnl ﬂs_m&..lt_!!!m_l dL. Opr, Factlities B)Y Menspec,}. Opr, Rev,  Opr.Rev, Req, Ry, Rent |
Direct Cosls Enp./lnvest, Caponse Evpanse !-penn Cupense Eupense Expense Cepense Capense
Property Dverhead
ot ' Expense Enpense Enpense  Espempe Eupense Enpense Expente Expents
Grots-up For
Fanes
Property Tones
ODepreciation
Amariization
Copital Steck
Tanes
Pit. Spec.
Maint.
lu-"mrty N/A
Overhead
Corp. Oprms. .
Plant Nen.-
Speciiic ‘ ¥
Pravisiening
Englnenring '
Pint. Oper.
Adoin. .
Anciilary
Grons Recalpts Enpanse Espense Enpense Espente  Cxpense Expente Expense Eapense Expente
Sales Tan Allecate® Allecate® Allecate® Allacate® Allecate* Allacate® Allecate® Allscale® . Allecate®
Profit Espense €spente Copente  Enpente  Enpanse Enpense Capense Enpenie Eaponss
Fleat Eaponse Enpanse Enpense  [npense Expente Enpante Expense Enpanse fupante
® : Sales tan thowld be allscated equitably smeng accounts applicoble Lo the direct costs billed,
= # : These sre not considered ncldental activities but rather recurring activities incurred te provide regulsted
i telecommunications service.
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® : After construction cests are Incurred you musl move Lhe construcilion amounts frem the telephone plant accounts Lo an

Mh:lﬂtni y ‘.P-% 300-01
ACCOUNTING FOR MISCELLANEOUS BA..  REVEMJE FOR AFFILIATES AND NOMAFFILIATES - e G

lagues. V103
ACCOUNTING BY BILLING COMPANY WHEN INCURRED 'l'! __l_ of _l_

mmmnummmmwm:;&mmwumm
Pit.Opr.Rev.

‘ isbyursement # (Maint./ing., Other
Custon WX ﬁ“gaJuI Shared Pit.Spec. and  Customer Corp. Incidental
{Constiruciion)  On Accl, of Others JI, Opr, Faciiities PI% Nonspec,t  Qpr, Rev,  Oper Rev, Rea, fev, Reat E
Cxpenge/* Enpense/ ¢ Expense/ Enpense/ CEnpense Enpense Enpense Enpense Expente
Tavesiment lavest. .
N/A N/A N/A NZA N/A N/A N/A N/A
N/A N/A N/A N/A N/A NZA N/A N/A
tapente/ Euwpense/ CEnpense/ Expense Expense Expense Espense Eapense
favest. .
N/A
]
(
N/A N/A N/A N/A N/A N/A N/A N/A N/A

account recelvable sccount, This trestment s necessary Lo ensure that conslruclion-related espendilures are recognited in,
s manner such that they will not generate any overhesd, Interest or depreciation charges. :

: Thete sre net considered Incidental activities but rather recurring activities incurred te provide regulated

lelecommunications service.
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net of revenues and the corts belng bashed te Account 7110 (Sea Page 9). You must be able te reddily access old detail
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reporting totat Incidental revenues carned to the FLC.

# : These are not considered incidental activities but rather recurring activities incurred te provide regulated
telecommunications service.
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Attachment I1X

Sebyect: Accounting Policy Letter BELLSOUTH

Type: Strong Recommendation
Pete: February 22, 1989

Pastribution La}ts: Attached

“Yeleted Letters: APL 300-01
file
Me. othet: N/A

Ts: Vice President and Comptroller-South Central Bell and Southern Bell
Assistant Vice President and Comptroller - BellSouth Enterprises
Comptroller - BellSouth Services

tmtities: BSC, SB, SCB, BSE, BSS

Fres: Yice President and Comptroller - BellSouth Corporation

Descriptien: Trangmits Accounting Policy Letter (APL) 620-01 doculchting
BellSouth’s policy for recording transfers of assets and services
betveen its regulated and nonregulated affiliates.

Attached is APL 620-01, Affiliated Transactions Vith Regulated
Entities. This APL documents BellSouth’'s policy for valuing: 1)
affiliated transfers of assets betveen (a) Southern Bell (SB) and
South Central Bell (SCB) and (b) BellSouth’s nonregulated
affiliates, and 2) affiliated transactions invelving products ot
services provided to or received from nonregulated affiliates by SB
and SCB, and 3) provides guidance on valuing lines of business
(LOB) transferred to nonregulated affiliates (out of regulation).
Also discussed is the impact of these affiliated transactions on
BellSouth’s consolidated financial statesents.

This APL does not provide guidance for valuing LOBs transferred
from a nonregulated affiliate to a regulated carrier (into
regulation). Recent transactions involving BellSouth Services,
BellSouth Systems Technology. SB and SCB have demonstrated a need
for guidance on these transacrions. Accordingly, the additional
guidance vill be provided during the second quarter of 1980,
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Ve vould like to express appreciation to the Part X Regulatary Taxk
Force for its development of the BellSouth Statement of Pr!nciples
Governing Transactions Betveen Regulated Carriers and Affiligtes.
Many of the conclusions reached in that paper have been
incorporated into this APL.

Questions by your staff regarding this APL should be direzted to
Ken Mory at (404) 249-3026 or Dell Coleman it (404) 249-3032.

“*)m lsf’..zj

Patrick H. Casey
Vice President and Comptroller

Attachmeent
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BellSouth Corporai.on APL 620-01
Corporate Actounting Matters Division Page 1 of 18
Accounting Policy Latter - ~ Issuance: 02/73/89

Cost Accounting Standards

i

Effective: 01/01/88

SUBJECT: ' Affiliated Transactions Vith Regulated

Entities

STATUS: Nev Issue vhich cancels AR B8-021 and

supersedes A-

Section IV

ORICINATOR: Kenneth J. Mory (404) 249-1026

CONTACT : M. Dell Coleman (404) 249-3032
- ¢ -
Recommended: Concurred:

EEY R - / .;_;,I_‘:‘.t..,\

)

M. Dell Coleman Xenneth J. Mory
Staff Manager Operations
Concurred: Approved:

%v\..k lsa—,c

el Hostinsky d
Assistant Comptroller
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AFFILIATED TRANSACTIONS VITH REGULATZD ENTITIES

1. INTRODUCTION

In the Report and Order (R&0) and Order on Reconsideration (00R), released
in CC-Docket No. B6-111, commonly referred to as the Joint Cost Docket or
Part X proceeding, the Federal Communications Commission (FCC) amended Part
32, Unifora System of Accounts (USOA) to add Section 32.27, Transactions
Vith aAffiliates. This nev section prescribes the rules vhich BellSouth's
regulated subsidiaries, Southern Bell Telephone and Telegraph (SB) and South
Central Bell Telephone (SCB), must follov vhen determining the amounts to be
recorded in the regulated accounts for transactions involving transfers of
assets or services betveen regulated and nonregulated affiliates.

2. PURPOSE

The purpose of this Accounting Policy Letter (APL) is to provide guidance on
aceounting for transactions: (1) betveen the regulated operations of
telecommunications carriers vith their nonregulated activities, (2) of
nonregulated affiliates vho transact directly vith those carriers, and (1)
betveen nonregulated affiliates or activities if the associated costs are to
be transferred into regulation through subsequent transactions. The APL
documents the guidance provided by the ad hoc Part X Steering Committee,
incorporates the guidance provided by Accounting Ruling No. 88-021
*Transfers of Lines of Business" and documents the guidance BellSouth
Comptrollers has provided orally in response to questions from various
organizations vithin BellSouth and its subsidisries. This APL also
incorporates the guidance contained in the statement of principles governing
transactions betveen regulated carriers and affiliates prepared by the Part
X Regulatory Task Force and approved by the Part X Steering Commjttee.

3. Score

The Section 32.27 rules apply to all transactions vhich involve the rranefer
of assets or services betveen regulated carriers and nonregulated
affiliates. Also, these rules apply to the same transactions betveen
nonregulated affiliates if the costs associated vith these transactions
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AFFILIATED TRANSACTIONS VITH REGULATED ENTITIES

are subsequently transferred, in vhole or part, to the regulated carriet
through transactions vith nonregulated affiliates. These rules apply
regardless of the affiliates’ business form (corporation, partnership, jeint
venture, etc.).

Section 32.27(b) provides the specific guidelines for valuing assets
transferred to 2 regulated carrier (i.e., into regulation) by a nonregulated
affiliate. The guidelines for transfers from a regulated carrier (i.e., out
of regulation) to a nonregulated affiliate are provided by Section 32.27(c).
The guidelines for valuing services provided to or received froe a
nonregulated affiliate are contained in Section 32.27(d). '

In addition, if a carrier engages in a nonregulated activity vhich does not
involve the use of joint and common resources, separate books of account
must be maintained for the nonregulated activity. Section 32.23(b) of Part
32 requires the regulated carrier to value assets and resources transferred
betveen this nonregulated activity and the regulated activities by applying
the affiliated transaction rules. Accordingly, if tvo affiliated carriers
provide nonregulated activities that do not involve the use of joint and
common resources. transactions invelving the tranzfer of assets and
resources betveen the nonregulated activities should be valued as required
by Section 32.27(b),(c) and (d) if the associated costs vill be transferred,
in vhole or in part, to the regulated activity in subsequent transsctions
vith the nonregulated activity.

Section 32.27 rules do not apply to transactions betveen the regulated
activities of affiliated carriers. Alsc, these rules do not apply to
transactions betveen nonregulated affiliates unless the related costs wvill
be transferred, in vhole or in part, to the regulated carrier in subsequent
transactions vith affiliates. Finally, these rules do not apply to
transactions betveen tvo affilisted carriers’ nonregulated activities unless
the associated costs vill be transferred, in vhole or in part, inte
regulation through subsequent transactions betveen ¢ carrier’s regulated and

nonregulated activities.

The affiliated transsction rules prescrihe specific guidelines whish rhe:
regulated carrier must follov vhen determining the amount to be ternided. in
the tegulated books of accounts for assets transferred to or received fi.
nonregulated affiliates and for services provided to or received from
nonregulated affiliates.
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The rules are different for transfers of assets and transfers of services
betveen affiliates. Paragraph 91 of the OOR states:

*In formulating the rules, ve decided to distinguish betveen
transactions for assets and transactions for services due to the
unique considerations presented by each type of transfer."”

Accordingly, this APL provides separate guidance for valuing each type of
transfer (i.e., assets vs, services). Section 5 addresses the transfer of
assets into or out of regulation. Section 6 addiesses hov the guidelines
for valuing assets transferred to a nonregulated affiliate should be applied
vhen a LOB is transferred. Section ? has been reserved for future use.
Section 8 addresses services provided to or received from a nonregulated

affiliate.

The APL also provides documentation requiresents in Section 9, state
regulatory considerations and accounting requirements in Section 10, and
financial reporting, consolidation and tax considerations in Section 11.
Attachment 1 provides key definitions needed to understand the affiliated
transaction rules. The flovcharts in Attachment 2 can be used as a quick
aftiliated transaction rule reference once the reader has become familiar
vith the requirements of this APL.

4. GENERAL CONCEPTS

The FCC’'s Orders in this proceeding place emphasis on pretecting ratepayers
from providing subsidies to a regulated carrier's nonregulated affiliates.
The amendments to Part 32 contained in the appendices to the RiO, and
reaffirmed vith minor modifications in the OOR. also seek to ensure that
transactions betveen regulated and nonregulated gffiliates do not resultr in
subsidies to nonregulated affiliates.

The primary reason for this concern is the FCC’'s recognition that
transactions vith affiliates are not condurted ar arm'e-length, Thev
expressed this concern in the folloving statements:

"Ve noted that ve have long been concerned *ith the potential f~
cross-subsidization that exists vhen a regulated company deals
vith nonregulated affiliates in non-arms length transactions.”
(R&O at Paragraph 284)
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"...In case of affiliate transactions, incentives are likely to
exist to manipulate the transfer price...The carrier simply does
not have the incentive to sinimize loss in a non-arms length
transaction.” (OOR at Paragraph 115)

"First it is not clear that ve should ever assume that carriers
are free to deal at ars’'s length vith their parent corporations,
commonly-controlled affiliates, or subsidiaries.™ (OOR at
Paragraph 131)

As a result of the above concerns, the FCC identified goals around vhich it
fashioned the affiliated transaction rules. These goals are to:

1. Prevent cost shifting due to improper transfer pricing (R&0 at
Paragraph 290);

2. Prevent shifting of investment risk to the regulated carrier (OOR
at Pacagraph 109); and

3. Protect the ratepayer from the possibility of subsidies to a
nonregulated affiliate through belov cost transfers (OOR at
Paragraph 92).

S. REQUIREMENTS FOR ASSETS TRANSFERRED BETVEEN REGULATED AND NONREGULATED
ATFILIATES

Section 32.27(b) and (c) provides specific guidelines for valuing asset
related transactions vith affiliates. These guidelines are different
depending on vhether the transfer is into or out of regulation as explained

belov.

Assets Transferred from Nonregulated Affiliates (Into Regulation)

Section 32.27(b) provides the follaving guidelines far derermining rthe
amount to be recorded in the carrier’s regulated accounts for rrancfer= ~f

assets into regulation.
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"Charges for assets purchased or transferred to the regulated
telephone activity of a carrier from affiliates shall be recorded
in the operating accounts of the regulated activity at the invoice
price if that price is determined by a prevailing price held out
to the general public in the nc.mal course of business. If a
prevailing price for the assets received by the regulated activity
is not available., the charges recorded by the regulated activity
for such assets shall be the lover of their cost to the
originating activity of the affiliated group less all applicable
valuation reserves, or their fair sarket value.”

Assets Transferred to Nonregulated Affiliates (OQut of Regulation)

Section 32.27(c) provides the folloving guidelines for determining the
amount to be recorded in the regulated books for transfers of assets out of
regulation.

*"Assets sold or transferred from the regulated ascecounts to
affiliates shall be recorded as operating revenues, incidental
revenues or asset retirements according to the nature of the
transaction involved. If such sales are reflected in tariffs on
file vith a regulatory commisszion or in a prevailing price held
out to the general public, the associated revenues shall be
recorded at the prices contained therein in the appropriate
revenue accounts. If no tariff or prevailing price is applicable,
the proceeds from such sales shall be deteramined at the higher of
cost less all applicable valuation reserves, or estimated fair
market value of the asset.”

The sbove guidelines for each type of transfer can be broken dovn into a
general rule and residual rules. The general rule is that a regulated
carrier sust value transactions vith affiliates involving transfers of
assets into or out of regulation at tariff rates or prevailing prices
vhenever possible. This requirement is intended to produce a result
comparable to that vhich vould occur in an arm’s-length transactien —i*h
nonaffiliated third parties. This requirement is consistent vith rhe 77"~
goal to limit the potential for cross-subsidization of nonregulare.-
affiliates by the ratepayer.
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Absent a tariff or prevailing price, carriers must value these transactions
by applying the residual rules contained in Section 32.27(b) and (¢). These
rules require carriers to determine the cost and estimated fair market value
(EFMV) of assets sold to or purchased from nonregulated affiliactes. These
values are compared in order to determine the amount the carrier vill record
in its regulated books of aceount. The value selected vill depend on
vhether assets are being transferred into or out of regulation. Section =
32.27(b) requires regulated carriers to record assets transferred to
nonregulated affiliates at the higher of cost or EFMV. Hovever, Section
32.27(c) requires regulated carriers to record assets received from
nonregulated affiliates at the lover of cost or EFMV.

The FCC explains its reasons for prescribing inconsistent residusl rules at
Paragraphs 115 and 116 of the OOR. The Commission’s goal is to protect the
ratepayer from bearing losses vhich could result from the transfer of assets
out of regulation to nonregulated affiliates. For assets transferred from
nonregulated affilistes into regulation, the FCC's goal is to protect
ratepayers from rate base inflation due to assets being transferred at
artificially high prices.

Establishment of Transfer Prices for Specific Assets

In order to comply vith these requirements. SB and SCB must value assets
transferred to nonregulated affiliates at tariff rates or prevailing prices
vhenever possible. The prevailing price can be used only if that price is
in fact paid to the transferring affiliate by nonaffilisved third parties.
For example, if a carrier transfers assets to a nonregulated affiliate, the
prevailing price must be based on sales to third parties. Conversealy, if
the nonregulated affiliate is transferring the asset to the carrier, the
prevailing price must be based on sales by the nonregulated affiliate to
third parties.

Absent a prevailing price, assets transferred must be valued as required by
the residual rules. In determining the EFNV, carriers and their
nonregulated affiliates may use appraisals, competitive hids. marles curve--
or other appropriate valuation methods. Afrer tha EFMV is determinc-i. rhe
carrier vould compare this amount to the cost of the asset and appl rhe

residual rules.

Attachment 2, pages 1 and 2, shovs the hierarchy that must be folloved when
applying the asset transfer rules described above.
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Application of Residual Rules to Valuation of Asset Transfers

Application of the adbove residual rules can result in different transfer
prices for the same type asset. For example, if a nonregulated affiliate
transfers furniture and office equipment to a carrier under the residual
rules and EFMV is lowver than cost, the transaction must be recorded at EFNV
(Sec. 32.27(b)). Conversely, if the same type furniture and office
equipment is transferred from a carrier to a nonregulated affiliate under
the residual rule and EFMV is lover than cost, the transaction must be
recorded at cost (Sec. 32.27(c)).

Although inconsistent, the FCC requires this application to ensure the
ratepayer is protected from the possibility of subsidies to a nonregulated
affiliate. Hovever, if a material difference exists betveen EFMV and cost
that results in a transfer being recorded at cost. SB and SCB should request
BellSquth Comptrollers to coordinate vith Regulatory Matters and Legsl the
feasibility of filing a Petition for Vaiver (PFV) vith the FCC. Such a PFV
vould request a wvaiver of Section 32.27(b) or (c) of the Commission’s Rules
and seek permission to record the transaction at EFMV.

Other Considerations

Absent a prevailing price, assets vill be transferred into regulation at the
lover of net book cost or EFMV. Accordingly, a vrite up of assets transferred
into regulation vould occur only if a prevailing price exists vhich is higher
than net book cost. Conversely, if no prevailing price exists, assets are
transferred out of regulation at the higher of net book cost or EFMV.

Therefore, a vrite dovn of assets transferred out of regulation vould occur only
if a prevailing price exists vhich is lover than net book cost.

In most cases, assets vill be transferred under the residual rules. These rules
require that assets transferred into regulation be recorded at the lover of net

book cost or EFMV and that transfers out of regulation be recorded at the higher
of net book cost or EFMV. The vrite dovn or vrite up should be recorded on the

books of the selling affiliate. The acquiring affiliate can then re~nrd th
assets at historical cost vith a net book value equal to the ralus ~f the -
as determined from application of these rules.

L

Certain studies, analyses or evaluations vill be required te supprrt the cos
and EFXV of assets transferred into or out of regulation. In an arm’'s-length
environment, parties to the transaction develop the information required to
reach an informed decision on the reasonableness of the price asked by the
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seller and offered by the buyer. Each party bears the costs of obtaining the
required information. Accordingly, if the transfer is out of regulation, the
carrier should bear the cost incurred to determine the minimum transfer value
(i.e., the determination of the existence of a tariff rate, prevailing price, or
in the absence of both, the cost and EFMV of the assets transferred). The
nonregulated affiliare should bear the cost of revieving the supporting
information and any additional studies or analyses it may perform to reach an
informed decision. Conversely, if the transfer is into regulation, the
nonregulated affiliate vill bear the cost of determining the maximum transfer
value (i.e., the existence of a prevailing price, or in its absence, the cost
and EFMV of the assets transferred). The carrier vill bear the cost of

revieving this information and the cost of any additional studies or analyszs it
may require to evaluate the affiliate’s proposal.

6.  REQUIREMENTS FOR A LOB TRANSFERRED TO A NONREGULATED AFFILIATE

General Concept

In order to satisfy the nev affiljated transaction rules vith respect to the
transfer of a LOB, the transfer price must meet tvo different criteria. First,
the transfer of the recorded assets must meet specific accounting guidelines, as
discussed in Seccion 5, vith respect to their valuation. These accounting
guidelines effectively establish a "floor” price for the transaction. Second,
the transfer price of the entire LOB must clearly establish that the transfer
does not result in the cross-subsidization of the nonregulated atfiliate by the
carrier. Therefore. the required transfer price may exceed the valuation of the
recorded assets. Hovever, the guidelines for this second criteria are more
general in nature and permit carriers some discretion in the overall valuation
of the LOB.

To satisfy this second criteria, vith respect to a LOB, the carrier must
demonstrate that its valuation of all "LOB" assets does not result in
cross-subsidization. Carrier discretion in this overall valuarinn reeculte foam
the FCC not providing specific guidelines for the identification and —ajwarvi-n
of agsets if the costs of the assets are not recorded in the regulared a- oo
In fact, the FCC did not intend, in this ptoceeding, to provide specific 1»}-
for valuing these assets. Paragraph 41 of the R&0 states:
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*"Ve also decline to expand this procesding to address allocation
of incangible benefits and of increases in the cost of capital
vhich may occur due to cartier diversification. Both of these
matters are outside the scope of our NPRM and vould be better
addressed in separate proceedings or in connection vith rate of
return prescriptions.”

Hovever, the FCC makes it clear that the value of intangible benefits
transferred to nonregulated activities vill be considered in other

proceedings.
Establishment of the LOB Transfer Price

To comply vith the nev affiliated transaction rules, the final transfer
price of the LOB must satisfy both the specific guidelines related to the
transfer of the recorded assets and the general guidelines related to
establishing the absence of cross-subsidization. In actual practice, this
is accomplished by choosing the higher of:

1. the Section 32.27(c) valuation of recorded assets, or
2. the comprehensive valuation of the entire LOB.

A carrier must value the individual recorded assets based on the specific
guidelines contained in Section 32.27(c) to establish a "floor” or Minimum
Transfer Value (MIV).

Although the FCC is permitting some discretion as to the valuation of an
entire LOB, carriers can expect the FCC to test for cross-subsidization by
comparing the value assigned to & LOB transferred to a nonregulated
affiliate against the goals underlying the sffilisted transactions rules
discussed in Section 4. In order to meet this test, a comprshensive
valuation of the LOBP is necessary.

In making - the comprehensive valunrian af the antice TAR, dun anve me s le
taken to identify and value any intangibles that may exist. ‘Becauwrs oL !
nature of the regulatory process, the valuation process should inciwie an
evaluation of the net change in revenue requirements associated virth the o
that is to be transferred. Any net change in revenue requiresents should he
considered in the final transfer price. Additional analytical studies euch
as appraisals, compsrable sales, and capitalization of income may also be
required in order to do the comprehensive valuation of the entire LOB.
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These valuations, together vith the Section 32.27(c¢) valustion previously
outlined, provide the necessary information to comply vith the FCC rules for
recording affiliate transactions in the regulated books of account.

The hierarchical requirements for applying the Section 32.27(c) rules to a
LOB transferred out of regulation are shovn on pages 3 and & of Attachment
2 - -

Application of Section 32.27(c) Rules to the Transfer of an LOB

As discussed in Section § above, sssets transferred out of regulation cannot
be recorded belov the MTV vhich results from the application of Section
32.27(c). This applies vhether the transaction involves the transfer of
individusl assets or assets transferred vith s line of business.
Accordingly, a LOB transferred out of regulation cannot be recorded in the
regulated accounts belov the Section 32.27(c) value of the recorded assets.

Although inconsistent, the FCC requires this application to ensure the
ratepayer is protected from the possibility of subsidies to a nonregulated
affiliate. Hovever, if a material difference axists betveen market value
and cost that results in a transfer being recorded st cost, SB and SC3
should reques: BellSouth Comptrollers to coordinate vith Regulatory Matters
and Legal, the faasibility of filing a Petition for Vaiver (PFV) vith the
FCC. Such a PFV vould request s vaiver of Section 32.27(c) of the
Commission’s Rules and seek permission to record the transaction at the LOB
market value.

As discussed in Section § "Other Considerations”™, each party should bear the

costs of valuation studies used by that party to establish the market value
of the LOB (i.e., the cost of the net change in revenue requirements study
by the regulated carrier).

- 8. REQUIREMENTS FOR SERVICES TRANSFFRRED BETVLEM REGULATED AND
NONREGULATED AFFILIATES

The specific guidelines for determiniang the amount to be recorded in the
regulated sccounts for services a carrier provides to or receives from its
nonregulated affiliates as contained in Section 32.27(d) are:
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“Services provided to an affiliate pursuant to a tariff, including a
tariff filed vith a state commission, shall be recorded in the
appropriate revenue accounts at the tariffed rate. Services provided
by an affiliate to the regulated activity, vhen the same services are
also provided by the affiliate to unaffiliated persons or entities,
shall be recorded at the market rtate. Vhen a carrier provides
substantially all of a service to or receives substantially all of a
service from an affiliste vhich are not also provided to unaffiliated
persons or entities, the services shall be recorded at cost vhich shall
be determined in s manner that complies vith the standards and
procedures for the apportionment of joint and common costs betveen the
regulated and nonregulated operations of the carrier entity.”

The above guidelines have the same structure as the guidelines for assat
transfers (i.e., there is a general rule and a residual rule). The FCC
structured the rules in this manner to ensure that ratepayers do not
cross-subsidize nonregulated affiliates. Therefore, vhen the carrier
provides services to s nonregulated affiliatre and the service is tariffed or
provided at arm’s-length to third parties, the carrier sust record the
transaction at the tariff or market rate. Likevise, vhen a nonregulated
affiliate provides a service to a regulated carrier and the service is slso
provided at arw's-length to third parties, the carrier must record the
transaction at the market rate. If a tariff or market rate does not exist
for services provided to or received from s nonregulated affiliate. the
residual rule requires the carrier to record the transaction at cost. This
rule requires a carrier and its nonregulated affiliate to messure the cost
of these services by applying the standards and procedures for apportionment
of joint sand common costs prescribed by Section 64.901.

In the Report and Order, at Paragraph 294, the FCC States:

“"Our reviev of the coaments herein convinces us that this
Cosmission should distinguish betveen asset transfers and the
provision for services and supplies.”®

This statement expands the definition of services ta include prodnrre and
supplies purchased for inventory and for immediate consumption b the
earrier in its day-to-day operations. Therefoic. in this APL. “"ser—iues”
vill be defined accordingly.
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The Section 64.90]1 costing standards require that costs be assigned betveen
regulated and nonregulated activities using the attributable cost method of
cost allocation. Simply said, it requires using cost-causative measures.of
use to the maximum extent possible. Vhen valuing transactions under the
residual rule, thase costing standards sust be applied in the order listed
belov.

1. Directly assign the costs of all resources used exclusively
(dedicated) for the provision of services to the affiliate.

2. Directly attribute joint and common costs betveen services based on
irect cost-causative measures of use to the saximsum extent

possible.

3. Indirectly attribute the remaining joint and common costs betveen
services based on their linkage to costs directly assigned or
attributed to the maximu™ axtent possible.

4. Unattributable common costs should be identified and allocated
based on the relstionship of total costs assigned and attributed to
a service to the total company costs assignable and attributable to
all services.

The required hierarchical application of this general and residual rule is
shovn at pages 5 and 6 of Attachment 2. In applying these rules, the
carrier and its affiliates vill quantify the return on investment and
apportion that cost folloving the above hierarchy. For this purpose. a
carrier and its affiliates should use the FCC authorized rate of return.

APL 300-01 provides guidance on hov miscellaneous services provided to or

receivad from an affiliste should be recorded in the regulated books of
account.

9. DOCUMENTATION REQUIREMENTS

During rate proceedings. FCC and state regulatory commission compliance
audits and attestation audits, SB and SCB vill be required to demonstiate
compliance vith the rules for affilisted transactions contained in Section
32.27 of Part 32. This section of the APL describes the supporting
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docymentation vhich should be obtained by the Comptroller organizations of
each entity at the time transactions vith affiliates are booked in the
regulated accounts.

Specific Assets Transferred Betveen Regulated and Nonregulated Affiliates
iEnto and Out of ReggIation)

Support for specific assets transferred should include:

1. Tariff rates - a copy of the applicable tariff(s).

2. Prevailing price - a copy of the price list together vith the list
of third party transactions relied on to esctablish the prevailing
price.

3. EFNV - include the method used and a copy of any studjes performed
to establish EFMV (appraisals, msarket surveys, competitive bids,
etc.).

4. Cost - include the method of determination and the value at vhich
the transsction is booked in the regulated accounts.

Transfers Bf LOBs to Nonregulated Affiliates

The value assigned a LOB transferred cut of regulation must satisfy the
FCC's policy guidelines regarding shifting of costs, investment risk and
cross-subsidization through belov-cost transfers. Therefore, the supporting
documentation should include studies shoving:

1. The MTV of the assets transferred under Section 32.27(c) of the
affiliated transactions rules,

2. The ilﬁact of the transfer on the carrier’s revenue requirements,
and

3. The market value of the entire line of Puriness. includine
intangibles, to the nonregulated affiliare.

Comparison of the results of the above studies to the Section 32.27(ey TV
of the assets transferred vill provide each Comptroller vith the support
required to prove the transaction vas valued and recorded in compliance vih
the requirements of the FCC.
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Services Provided To or Received From Nonregulsted Affiliates by a Regulated
Carrier

The supporting documentation for services provided to or received from
nonregulated affiliates should include:

1. Reference to the specific FCC or state commission tariff, if »
tariff rate exists for services provided to nonregulated affiliatve.

2. Reference to the list of third party transactions relied on to
establish the market rate, if this method is used to value the
services provided to or received from nonregulated affiliates.

3. Reference to the documentation vhich shovs costs are apportioned to
these services in a manner that complies vith the costing standards
contained in Section 64.901, if the residual rule is used to value
services provided to or received from nonregulated affilistes.

The Comptroller organizations of each entity (regulated carrier and
nonregulated affiliate) should retain copies of the above documentation for
reviev by Commission auditors and by the external asuditor engaged to pecform
the attestation audit required by the FCC (R0 at Paragraph 256). BellSouth
Comptrollers should be kept informed as to pending transactions and
consulted in unusua) circymstances.

10. STATE REGULATORY CONSIDERATIONS

For ratemaking purposes, state regulatory agencies may require a different
valuation for assets transferred out of or into regulation, LOBs transferred
out of regulation and services provided to or received from a nonregulated
affiliate by the regulated carrier. If such differences occur, they must be
accounted for by recording the differences in the appropriate jurisdicrional
asset, liability or income accounts. These jurisdictional acceunte me:

32.1500 - Other jurisdictional assets - nei
32.4370 - Other jurisdictional liabilities and deferred credir: - ue’
32.7910 - Income effect of jurisdictional ratemaking differences - ne:
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The above accounts are to be used to record the effects of state ratemaking
practices that result in the same costs being recoversd in part or in vhole
during time periods different from the period that recovery is slloved by
the FCC. These accounts are not intended to be used for costs disalloved by
a State Commission but alloved by the FCC or vice versa. Likevise,
imputation of revenues by State Commissions (i.e., royalties) not imputed by
the FCC or vice versa, are not to be recorded in these accounts. Since
these permanent differences are reflected in rates, they in essence
represent proforma adjustments that are tracked in subsidiary information
records and considered only in rate proceedings before the Commission that
is proposing the disallovance or imputation.

11. CONSOLIDATION AND TAX CONCERNS

BellSouth files consolidated financial statements vith the Securities and
Exchange Commission, shareholders, stock exchanges, etc. These statements
are designed to present the consolidated results of operations and the
financial position of BellSouth and its subsidiaries as one entity.
Therefore, the consolidated statements should only reflect activity wvith
nonaffiliated entities except for intercompany profits on sales of assets to
regulated operations of a carrier by nonregulated affiliates. SFAS 71
allovs this profit to remain in the regulated accounts for external
reporting purposes.

The presence of affiliated transactions complicates the consolidation
process in that generally these intercompany transsctions must be
eliminated. For example, although there are special rules for sales to
regulated operations, intercompsny sales betveen affiliates must be
jdentified and eliminated since BellSouth cannot reflect revenues from
selling to itself. Likevise, the basis of assets cannot be increased or
decreased in the consolidated statements due to intercompany transfers.

Accordingly, this APL incorporates the current requitement that all
transactions betveen affiliates (sales of products and services. rrancfer:
of assets, etc.,) be reported to the BellSouth Comptrollers Seruririce and
Exchange Commission Compliance and External Reporting District in the sam
sonth the transaction is reflected in the books of account. This interim
requiresent vill be deleted vhen a final APL covering atfiliated dilling ani

consolidation is released.
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Consideration must also be given to any tax consequences associated vith
assets transferred or nev services to be provided into or out of regulation.
Accordingly, all such transactions should be revieved by BellSouth's Tax
Departaent to assure any tax consequences associated vith these transactions

arte appropriately considered.
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DEFINITIONS

Affiliates - Business entities regardiess of legal form that directly or
indirectly through one or more intermedisries, control or are controlled by,
or are under common control vith, the accounting company.

Allocation - As used in BellSouth, this term describes the methodology used
to distribute costs betveen all products, services or other cost objectives
in the absence of direct or indirect measures of use.

Apportionment - As used in the JCO, this term describes genetically all
nethodologies employed to distribute the total cost of an entity’s resources

betveen regulated and nonregulated activities, products and services.

Arm’s-Length - Describes transactions involving the purchase, sale or use of
resources &t prices mutually agreed to by tve or more unaffiliated business
entities free to act in their ovn best economic interest.

Asset - Defined by the Financial Accounting Standards Board as probable
future econcmic benefits that can be obtained or controlled by a particular
enterprise as a result of past transactions or events affecting the
enterprise. Defined by the FCC as any item that vould be recorded in an
investment account of the regulated carrier (R&0 at footnote 466).

Asset Transfer - As used in this APL, describes transactions betvesn
affiliates involving the purchase and/or sale of assets, including the
relsted valuation reserves (i.e. depreciation, deferred taxes snd investment

credit).

Attest Audit - An attest audit is one in vhich a practitioner is engaged to
ssue a vritten communication that expresses a conclusion about the
reliability of @ vritten assertion that is the responsibility of another
party. In the context of this APL, it is the audit that the FCC requires
independent auditors to perform to ensure the carriers’ cost allocations are
being performed consistent vith their Cost Allocarion Manual (CAM) anpro-ed
by the FCC (R&O at Para 234).

Common Cost - As used in this APL, describes the amount recorded fe1
resources that cannot be directly assigned to either a regulated or
nonregulated activity or to services and products transferred betveen

affiliates.
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Control - The possession directly or indirectly, of the pover to direct or
cause the direction of the management and policies of a company, vhether
such pover is exercised through one or more intermediary companies. or
alone, or in conjunction vith, or pursuant to an agreement vith. one or more
other companies, and vhether such pover is established through a msjority or
minority ovnership or voting of securities, common directors, officers, or
stockholders, voting trusts, holding trusts, affiliated companjes, contract,
or any other direct or indirect means.

Cost - Expenditures for resources. measured in terms of dollars. incurred to
provide services, products or achieve other final objectives. As used in
the FCC Affiliated Transactions rules, this term has tvo different meanings.
For assets transferred into or out of regulation, cost is defined as the
gross amount recorded in the plant accounts of the originating entity less
depreciation, deferred income taxes and investment tax credit. For services
provided to or received from an sffiliste, cost is defined as the fully
distributed direct and common expenses incurred plus the authorized return
on investment used to provide the service(s).

Cross-Subsidization - Financial or operating assistance provided to one
entity (servies) by snother at less than full cost. 1In teras of the JCO.
having telephone customers pay more than their fair share for the services
. to wvhich they subscribe. Cross-subsidization can result either from
improper allocation of common costs or from improper transfer pricing of
services and assets provided by one affiliate to another.

Direct Assignment - Describes the costing methodology used to distribute the
cost of resources used exclusively (dedicated) for a particular acrivity to

the specific output produced by that activity.

Direct Attribution - Describes the costing methodology used to distribute
the cost of resources for vhich a direct measure of cost causation exists.

Estisated Fair Market Value §EFHV) ~ A phrase used to describe the valuvation
procedure a carrier or its affiliste must employ to evaluste the ~n~t nf
assets transferred into or out of regulation. EFHV can be based ~n '
appraisals, sarket surveys, competitive biddings. etc.

nse - The costs of resources consumed in the process of producing
current period revenue. Expenses are outflovs or other using up of asse's
or incurrences of liabilities or a combination of both during @ period to
carry out activities that constitute an enterprise’s ongoing operations.
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Expenditure - The incurring of a liability, payment of cash or transfer of
property for the purpose of scquiring assets, services or the settlement of

a loss.

Fully Attributable Costing - The hierarchical process prescribed by the FCC
to apportion expenditures for resources, trecorded in the regulated accounts,
betveen a carriers regulated and nonregulated activities. This process uses
fully allocated costing and cost-causation principles to azsign or attribute

¢ost to regulated and nonregulated objectives.

Indirect Attribution - Describes the methodology employed to apportion the
costs of resources that cannot be directly assigned or directly attributed
betveen products, services, or other cost objectives. The costs of these
resources must be attributed based on indirect measure(s) of cost-causation.

Intangible Assets - The value of economic benefits associated vith a
company, product or service having no physical existence (license,
certificate, patent, etc.). Normally, this value is not realized until a
business entity or segment is sold at arm’s-length.

Line of Business - A product or service or group of products and services

identified, managed and monitored separately as a profit, contribution, or
cost center. As used in the JCO, LOB also includes any activity for vhich
the company intends to increase resources as needed to meet market demand.

Market Rate - As used in the JCO, the price charged the general public by
the selling affiliate for the same or similar products and services provided
to other members of affiliated group.

Prevailing Price - The amount charged at arm’s-length for individual assets
vhich are the same or similar to assets transferred betveen a regulate
carrier and its nonregulated affiliate.

Services - As used in the FCC rules and this APL, also refers to products
and supplies. .

Substantial - The term substantial, as used in this APL. is the sam herhr.
used in context of assets or services. Subsrantial implies that a bana fid
business relationghip exists. It should be characterized by recurring
transactio~s, of the type, frequency and amount that normally occur in
arms-lengtn business relationships.
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Third Party - A term used to indicate a person or entity that is not
directly or indirectly under the control of the entity vith vhich the
transaction is being conducted.

Unattributable - Describes the methodology employed to allocate costs of
resources that cannot be distributed betveen products, services, or other
cost objectives on a cost-causational basis.
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Attachment X

BELLSOUTH __

RLB9-12-064BS

Revised Accounting Policy Letter 610-02
Request for Information

December 18, 1989

Attached

Accounting Policy Letters 610-01 and 620-01
BellSouth Corporate Plan

Vice President and Comptroller - Southern Bell and South Central Bell
Assistant Vice President and Comptroller - BellSouth Enterprises
Comptroller - BellSouth Services

BSC, SB, SCB, BSE, BSS
Vice President and Comptroller - BellSouth Corporation

Transaits revised BellSouth Accounting Policy Letter (APL) 610-02,
Comptrollers Responsibilities for Matters Pertaining to the Jeint
and Coamon Cost Order

The revised APL 610-02 is attached in its entirety. The schedule
for updating BellSouth’s Cost Allocation Manual has changed to
allov a formal coament period before CAM revisions are final.

Pages 7, B, and 9; Attachment B pages 3, 4, 5, 6, and 7; and all of
Attachment C of APL 610-02 are amended for this change. Also, page
11 is cevised to correct the title of FCC 43-03 Joint Cost Repor:.

Questions by your staff regarding this revised APL should be
directed to Lyn Rogers-Haney (404)249-3033 or Frances Dennis
(404)249-3026.

e Q.ngm
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BellSouth Corporation APL 610-02

Corporate Accounting Matters Division ~ Page 1 of 18 -~
Accounting Policy Letter - ) Revised : 12/31/89
Cost Allocation Effactive: 01/01/89
SUBJECT: APL 610-02 Comptrollets Responsibilities
for Matters Fertaining to the Joint and
Common Cost Order
STATUS: Revision
ORIGINATOR: Frances E. Dennis (404) 249-3026
CONTACT: Lyn Rogers-Baney (404) 249-3033
* - *
Recommended: Concurred:
% Rogé-ﬂamy FZ&Q Frances E. Dennis
Staff Manager Operations Manager
Concurred: Approved:
J. Michael Hostinsky Patrick H. Casey
Assistant Comptroller Vice President and Comptroller
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COMPTROLLERS RESPONSIBILITIES
FOR MATTERS PERTAINING TO TEE JOINT AND COMMON ~~eT Anmee

TABLE OF CONTENTS
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1. INTRODUCTION

On February 6, 1987, the Federal Communications Commission (FCC) released
the Report and Order on Joint and Common Cost (JCO), CC Docket No. 86-111,
praviously referred to as Part X. In general, the JCO, as amended by the
Order on Reconsideration released October 16, 1987, prescribes cost
allocation standards that a regulated carrier must use to separate costs
betveen regulated and nonregulated activities vhen its resources are
jointly used to provide nonregulated products or services. The JCO also
prescribes certain atfiliated transaction requiresents for the regulated
carrier in dealing vith its nonregulated affiliates.

To help ensure avareness, and to promote compliance vith the JCO's
requiresents, the Vice President - Senior Financial Officer of BellSouth
Corporation (BSC), acting in his capacity as the Part X Steering Committes
Chairman, issued the BellSouth Corporate Plan (Plan) on Novesber 6, 1987
(APL B7-11-017bs). The Plan provides a frasevork for BellSouth and sll of
ity subsidiaries to use in complying vith the JCO’'s requirements. More
specifically, the Plan assigns the responsibility for complying vith the
JCD’s requirements to the appropriate BellSouth organizations, and calls
for specific incorporation of the Plan’s requiresents into departmental
practices and procedures. Accordingly, the plan vas approved by the JCO
Regional Steering Committee in 1987 vho sccepted responsibility for
integrating the appropriate plan sections into their departmental practices
and procedures.

2. PURPOSE AND SCOPE

The purpose of this Accounting Policy Letter (APL) is to assign and )
document specific responsibilities that esach Comptrollers organization in
BSC, BellSouth Enterprises (BSE), BellSouth Services (BSS), Southern Bell
($B), and South Central Bell (SCB3) has in complying vith the plan. The
provisions of this APL should be incorporated into the specific
departmental practices and procedures of the affected organizations to
ensure full avareness and promote compliance vith the JCO's requirements.
The responsibilities are grouped along the categories of Nev Products and
Services, Updates to the BellSouth Cost Allocation Manual (CAM), Accounting
Plans, Reporting, Monitoring, and Interdepartmental Responsibilities.
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This APL is one of three APLs vritten to specifically address concerns
related to the JCO. The other APLs address the specific requirements of
the JCO - Joint Cost Allocation (610-01), BellSouth Corporation Corporate
Functions Cost Allocations Policy Guide (610-03), and Affiliated
Transactions vith Regulated Entities (620-01). With the publication of
these three APLs, the fundamental Comptrollers responsibilities and
required actions relating to the JCO are defined and documented. Howvever,
future APLs covering other JCO accounting topics vill address any related
responsibilities.

The requirements of the JCO apply to SB, SCB, BSS, other SB and SCB
subsidiaries, BSC, BSC subsidiaries (i.e., Capital Funding and BellSouth
D.C.), BSE, and BSE subsidiaries involved in asset transfers or receiving
products and services from or providing products and services to SB or SCB.

3. REQUIREMENTS FCR THE ADOPTION OF NEV PRCDUCTS AND SERVICES

The introduction of nev products and services vithin the regulated
subgsidiaries is accomplished through interdepartmsental groups vithin BSS,
SB, SCB as directed by their respective Marketing and Netvork
organizations. BSS Comptrollers should assist the various product sanagers
in determining if, and to vhat extent, the potential product or services
(products) wvould be impacted by the JCO and documenting an audit trail of
significant decigions to provide information for future internal and
external audits. BSS Comptrollers should provide a monthly status report
for all nevly proposed or changes in proposed nonregulated products to BSC,
SB, and SCB Comptrollers by the 10th vorkday after the end of the month.
See Attachment C, Reporting Schedule, for a sumaary of due dates.

BSS Comptrollers is responsible for coordinating the evaluation of existing
cost pool configurations, accounts and subsidiary record categories, job
function codes, Cost Separation System (CSS) requirements, monthly reports,
etec., in light of the proposed product and its proposed accounting
treatoent. BSS Comptrollers vill then recommend appropriate CAM revisions
to BSC Comptrollers for their concurrence. BSS Comptrollers vill
coordinate all necessary changes to cost pools, accounts, job function
codes, CSS, etc., vith BSS Information Systeas and other affected
departments (i.e., Budgets. Financial Management, Human Resources,
Marketing, etc.). BSS Comptrollers vill also update classification letters
and other JCO compliance docuaentation to apprise all users of the changes.
BSC, SB, and SCB Comptrollers vill evaluate the changes in light of federal
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regulatory requirements respectively, and determine if any corresponding
action is necessary (i.s., contacts vith the public service commission
staffs (PSC), changes to internal operations, etc.). See Attachment B -
Appendix Al for flov chart of activities.

BSC Comptrollers is responsible for informing BSS Comptrollers of nev
nonregulated products created via an FCC Order, possible JCO impacts, and
corresponding 7CC submission requirements schedule by the 5th veorkday
folloving receipt of the FCC Order. BSS Comptrollers vill then vork vith
the interdepartmental product teams, as vith any other nev product, to
deteraine the extent of JCO impacts and to compile a detailed sudit trail
of significant decisions. See Attachment B - Appendix Al for flov chart of
activities.

Proposed products that involve nonregulated affiliates require additional
evaluations of transfer price and supporting accounting systems. It is SB
and SCB Comptrollers’ responsibility to ensure that transfers of products
or services betveen SB, SCB, and their nonregulated affiliates are
journalized on the regulated books of account as prescribed by the JCO.

For sales or transfers into regulation, SB and SCB Comptrollars should
document vhether the transfer price is a market price or based on the
nonregulated affiliate’s cost. The documentation should clearly state that
the lover of cost or market vas used. Market price must be determined
based on the nonregulated affiliate’s having a bona fide market vith actual
sales to unaffiliated third parties, as documented more fully in APL
620-01. A cost-based transfer price into regulation sust be deterained in
compliance vith the "residual rules® of the JCO as explained fully in APL
620-01 and APL 610-01.

3SE Comptrollers must ensure that any nonregulated subsidiary doing
business vith SB, SCB, or any other nonregulated affiliate involved in any
tiered nonregulated transactions for vhich the final product may be charged
to the regulated subsidiaries (chaining affiliated transactions) vhich does
not have a bona fide market for its products has an accounting system vhich
vill support a cost-based transfer price in compliance vith APL 620-01.
Accordingly, the BSE subsidiary Comptrollers’ organization billing to SB,
SCB, or any other nonregulated subsidiaries involved in a chaining
affiliated transaction must ensure that all applicable JCO documentation is
submitted vith the bill to provide the appropriate audit trail for these
transactions. Such docusentation should include support for the existence
of a bona fide market price or the appropriate use of fully distributed
costing. SB and SCB Comptrollers are responsible for documentation for all
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sffiliated transactions, both billed from and billed to nonregulated
affiliates. Accordingly, all documentation necessary to comply vith these
guidelines should be retained for one year after the clese of the calendar
year vhich the associated transaction occurs.

Nonregulated activities vithin SB and SCB vhich do not involve the joint or
common use of assets and resources vill use Account 1406, Nonrsgulated
Investment, and Account 7990, Nonregulated Net Income, &8s prescribed by
Part 32 - Uniform System of Accounts. Part 32 sandates that the affiliated
transaction rules of the JCO be applied fully to transactions involving the
transfer of assets and the sale of products betveen such nonregulated
activities and regulated activities. Upon development of an Account 1406
and Account 7990 nonregulated activity, BSS Comptrollers vould be
responsible for developing an internal accounting plan vhich vould outline
the appropriate methods and procedures and detail records necessury for
accounting, reporting, and monitoring such activities. The Accounting Plan
should be provided to 3SC, SB, and SCB Comptrollers for concurrence prior
to implementation.

4. REQUIREMENTS FOR UPDATING BELLSOUTH'’S COST ALLOCATION MANUAL

The CAM vas filed vith the FCC vith the knovledge that subsequent
circumstances vould require formal updates. As indicated in the B8ellSouth
Corporate Plan, the CAM sust be updated to incorporate:

a) changes involving incidental activities.

b) the addition of a nev nonregulated product vithin SB
or SCB,

c) the addition or deletion of affiliates or transactions
vith affiliated companies,

d) a change in the nature of business conducted by an
affiliate vith SB and SCB,

e) cost pool and apportionment changes,

f) time reporting changes, and

g) changes in FCC requirements.

Accordingly, cost pool and timse reporting changes must be filed vith the
FCC sixty days prior to the effective implementation date of the revisions.
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Changes to affiliated transsctions or other sections to the CAM must be
filed vith the FCC on a timely basis, normally vith quarterly CAM revision
£ilings. Quarterly CAM revisions are required for changes made for other
purposes (i.e., text clarification).

SB and SCB Comptrollers should notify 35S Comptrollers of any potential
changes that vould require updates to the CAM for cost pools, or
nonregulated service or affiliated transactions descriptions. Aecordingly,
BSS Comptrollers is responsible for comsunicating these same type of
changes to BSC Comptrollers. The Contract Administration group in BSS is -
responsible for informing BSS Comptrollers of significant changes in
billing activity betveen SB, SCB and their nonregulated affiliates by the
tvelfth vorkday of the second month of each quarter; thereby, notifying BSS
Comptrollers of required updates to the Statement of Affiliates Eggaiin‘ in
Transactions vith the Carrier Entities vithin the or ges in
affiliated transactions for products provided to SB and SCB nonreguiated
affiliates. APL 610-01 and APL 620-01 (as amended or clarified by future
policy directives) provides policy guidance to be folloved vhen drafting
the CAM revisions. The "Part X Allocation of Joint and Common Costs
Implementation Concepts and Guidelines®" (JCO Concepts and Guidelines),
included in Section II of Classification Letter 10-03, provides additionmal
guidance for drafting the CAM revisions and sodifying systeas to implement
the rules prescribed by JCO. BSS Comptrollers is responsidle for updating
the JCO Concepts and Guidelines vhen necassarcy.

BSS Comptrollers, BSE Comptrollers, and BSC departments and subsidiaries
should notify BSC Comptrollers of any potential chsnges in atfiliated
transactions for products provided to SB and SCB vhich vould require
updates to the Statesent of Affiliates Engaging in Transactions vith the
Carrier Entities vithin the CAM. See Attachment B - Appendix A ov
chart of activities.

BSC Comptrollers is responsible for maintaining a regional list of
affiliates for inclusion in the CAM. (Note: The Secretary of BSC has the
responsibility of providing additions to and deleting from the list of
BellSouth affiliates to BSC Comptrollers on a quarterly basis.) Hovever,
BSE Comptrollers should alert BSC Comptrollers to any upcoming changes in
BSE’'s affiliates’ organizational structure. Such organizational structure
changes could require extensive research and subsequent changes to the
affiliated transactions descriptions, as vell as the BellSouth Corporate

» Text Change
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Structyre chart. Also, an organizational restructuring may require changes
to CAM cost pools. BSS Cosptrollers has similar responsibilicies feor
changes in the organizational structure of BSS, SB, SCB, and their
atfiliates. Furthermore, BSC Comptrollers vill be responsible for itself
and any other of its affiliates, other than those already listed.

In the event that the FCC issues an order vhich relates to the BellSouth
CAM, BSC Comptrollers vill be responsible for informing the Comptrollers
organizations in BSE, BSS, 5B, and SCB. The order vill be evaluated by BSC
Comptrollers to determine if it provides for 1) the deregulation of an
existing service and requires accounting changes or 2) ordered CAM
revigsions. If the deregulation of a service is mandated, BSS Comptrollers
vill meet vith the LOB product advisory team and the process vill proceed
from that point as vith any other nev product, providing the PCC’'s filing
deadline permits time for normal processing. Should the FCC's filing
deadline not allov tiwme for norsal product team study and processing, BSS
Comptrollers vill ensure that research and methods implementation are
performed as thoroughly as possible in the time alloved. If the order
requires CAM revisions or explanstions of existing docusentation vithin the
CAM, BSC Comptrollers vill analyze the requirements and csll together a CAM
task force for research and prepasration of the required changes vhere
applicable. The CAM task force vill submit resulting CAM revisions to the
Steering Committee for reviev and approval. Upon receipt of approval from
the Steering Committee, the CAM revisions vill be handled az all CAM
changes are handled. See Attachment B - Appendix A2 for flov chart
activities.

Changes to the time reporting section of the CAM vill be driven by BSS
Comptrollers, unless mandated by the FCC via an order; vheraby, the change
vill be handled by the task force as outlined in the previous paragraph.

In the event BSS Comptrollers instigates the time reporting change, BSS
Comptrollers vill prepare the appropriate documentation for the CAM
revision for transmittal to BSC Comptrollers. BSC Comptrollers vill inform
BSC departments and direct report subsidiaries, and B5E Comptrollers of any
neesded changes to their time reporting msethods and procedures as a result
of these revisions. Upon notification of needed CAM changes for time
reporting, BSC Comptrollers vill instigate normal CAM revision procoedings.
See Attachment B - Appendix A4 for flov chart of activities.

. All CAM revisions must be submitted to BSC Comptrollers by the first vorkday
of the month in vhich the revisions are to be filed. BSC Comptrollers wvill
reviev and evaluate all CAM changes and coordinate the revisions vith

® Text Change
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BSC Legal and BSS Federal Regulatory. BSC Comptrollers vill distribute the ®
changes for comments fifteen vorkdays prior to releasing the CAM revigions
to BSS Federal Regulatory. Vritten comments must be received by BSC
Comptrollers no later than five vorkdays prior to official release.

BSC Comptrollers vill release the final revisions to BSS Federal Regulatory
one vorkday prior to the end of the month of official filing. B8SS
Comptrollers is responsible for developing, updating, and distributing
Clagssification Letter 10-03 for internal use in the classification of
expenditures to cost pools as described in the CAM. Classification Letter
10-03 should describe in detail the use of each cost pool in the CAM. BSS
Comptrollers is responsible for ensuring that all classification letters,
sethods and procedures, and system procedures are in compliance wvith BSC
Comptrollers’ APLs and Accounting Rulings (ARs).

BSE Comptrollers is responsible for preparing and updating the "JCO
Compliance Documentation” for BSE Headquarters and each BSE subsidiary
vhich has direct affiliated transactions vith SB and SCB, or vhich has a
chaining relationship vith SB and SCB. The "JCO Compliance Documentation”
includes:

a) a description of the unregulated affiliate,

b) the transactions covered under the JCO (Parts 12 and 64 as
amended),

t) the valuation sethod used for charging SB, SCB, or the other
unregulated affiliate involved in the chaining relationship,

d) vhy that valuation method vas selected (e.g., bona fide
sarket exists to justify use of prevailing market rate),

¢) required audit trail documentation,

f) time reporting, and

g) all other accounting methods and procedures necessary to comply
vith the JCO.

BSE Comptrollers must ensure that the "JCO Compliance Documentation” is in’
compliance vith BSC Comptrollers’ APLs, and ARs (i.s., 620-01, 610-10,
610-02, etc.) and supports the CAM affiliated transactions documentation in
detail. BSE subsidiaries’ Comptrollers are responsible for ensuring any
system changes necessitated by the “JCO Compliance Documentation®™ are sade.

BSC Comptrollers is responsible for preparing and updating the "BellSouth
Corporation Corporate Functions Cost Allocation Policy Guide® for BSC
Readquarters and each BSC subsidiary (i.e., BellSouth D.C.) vhich has
direct affiliated transactions vith SB and SCB, or vhich has a chaining
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relationship vith SB and SCB. The "BellSouth Corporation Corporate
Functions Cost Allocation Policy Guide" covers all related policy
documents, as vell as the BSC Headquarters specific allocation methodology
and policy. BSC Coaptrollers is responsible for ensuring that this
documentation is in compliance vith the related APLs and ARs.

SB and SCB Comptrollers State Regulatory Organization are responsible for
evaluating any state impacts of the CAM changes and notifying BSC and BSS
Comptrollers of any state versus federal difference. BSS Comptrollers vill
vork with SB and SCB to impact these differences and support state filings.-
BSC Comptrollers vill revise policy directives for any changes resulting
from state Public Service Commission (PSC) Orders as required.

S. REQUIREMENTS FOR EXTERNAL ACCOUNTING PLANS

Prior to adoption of the JCO, product-specific accounting plans vere filed
by BSC, SB, and SCB as directed by appropriate federal and state regulatory
suthorities. These accounting plans described detailed procedures as to
hov SB or SCB vould account for the cost of the nonregulated product and
prevent cross-subsidization from ratepayers. On August 12, 1987, B3SC filed
the original CAM vith the FCC. The CAM includes documentation on an
account by account basis of hov SB and SCB vill separate costs betveen
regulated and nonregulated products. To the extent the JCO has been
adopted by a jurisdiction, this CAM serves as a generic accounting plan for
external regulatory use that should be adequate to address any future
nonregulated product offerings in the federal and state regulatory
jurisdictions. As such, any requests by federal or state regulators for a
product-specific accounting plan should be referred to the CAM, including
PSC ordered modifications.

In the event that a product-specific accounting plan is required to meet
external requirements, BSC, SB, and SCB Comptrollers should inform BSS
Comptrollers of the specific regulatory requirements as soon as the
external request for such a plan is received. BSS Comptrollers should then
coordinate the development of the product-specific accounting plan vith all
affected departments, and submit the accounting plan to BSC, SB, and SCB
Comptrollers Regulatory Accounting Offices for their concurrence and filing
vith the appropriate regulatory authorities. All future product-specific
accounting plans aust be fully consistent vith the CAM or, for state
purposes, specifically ordered modifications.
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Any proposed exceptions to this rule should first be coordinated vith BSS
Comptrollers and BSC, SB, and SCB Comptrollers Regulatory Accounting
Offices. 5

6. REPORTING REQUIREMENTS

Currently, BSC Comptrollers files monthly (MR) reports and annual financial
data vith the FCC, including Form M, the Forecast of Investment Usage
Report (Forecast Report), and the Actual Investment Usage Report (Actual
Report). SB and SCB Comptrollers also file similar state specific
financial data on a monthly and annual basis as directed by their
regulatory authorities. As directed in CC Docket No. 86-182, the FCC
requires automated reporting. of quarterly financial dats on FCC 43-.01
Quarterly Report (previously referred to as Appendix A) for SB and SCB via
the Autozated Reporting Management Information System (ARMIS) beginning in

June, 1988. 1In addition, for PCC 43-03 Joint Cost Report (previously *
referred to as Appendix C), total regulated and nonregulated revenues,
sxpenses, and investsents must be reported annually as determined in *

sccordance vith the CAN’s requiresents as filed vith the FCC.

To separate costs betveen regulated and nonregulated activities as
indicated in the CAM, the CSS in 8S5’' Information Systems vas redesigned in
1987. In January, 1988 the CSS began producing monthly reports on a
line-of-business basis. Vhile these monthly line-of-business reports are
used for internal management purposes, they are also the sole sedium for
reflecting the separation of costs betveen regulated and nonregulated
activities. Therefore, it is necessary that these monthly line-of-business
reports comply fully vith the cost allocation principles and methodologies
documented in the CANM.

To ensure the integrity of the smonthly CSS reports, CSS smust balance to the
Corporate Accounting Process (CAP) ledger before the CSS reports are
produced. SB and SCB Comptrollers should reconcile the total company and
state amounts back to the wonthly reports issued from the Corporate Reports
offices. BSS Comptrollers should analyze these reports on a» regional
basis. This reconciliation and analysis should be performed prior to
release of the CSS reports to management or regulators.
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Fors M and the ARMIS reports are filed annually, vith the exception of FCC
43-01 ARMIS Quarterly Reports. SB and SCB Comptrollers are responsible for
compiling the reports and forvarding the approved reports to BSC
Comptrollers for review. BSC Comptrollers will reviev all reports for
reasonableness and reconcile these reports vith external reports and data
Tequests previously or currently filed vith the FCC, the Securities and
Exchange Commission (SEC), and others. BSS Separations is rssponsible for
the preparation and reviev of all separations data for reports FCC 43-01
ARM1S Quarterly Report, FCC 43-03 ARMIS Joint Cost Report, and FCC 43-04
ARMIS Access Report (previously referred to as Appendix D). After reviev
and concurrence, the completed reports are forvarded to BSS Federal
Regulatory/D.C. for filing vith the FCC. BSC Comptrollers vill release a
detailed coordination plan and guidelines for these reports upon full
settlement of outstanding issues vith the FCC.

The Tariff Reviev Plan (TRP) is filed annually vith the FCC. The TRP
requirements are outlined in detail annually in Dockets released by the FCC
for that specific year. The 1988 TRF is detsiled in Delegated Authority
No. DA88-1876, vith rulemaking proceedings established in the Notice of
Proposed Rulemaking (NPRM) CC Docket No. 88-326 for changing the TRP filing
dates. Each year similar orders vill be issued by the PCC to provide
details of their filing requirements. The budget organizations of SB and
SCB are responsible for developing total company regulated and nonregulated
budget data for the TRP. SB and SCB Comptrollers is responsidle for
compiling Part 64 state data and revieving this data in conjunction vith
BSS Comptrollers for reasonableness. BSS Separations is responsible for
collecting nonregulated data by state level from CSS and preparing and
revieving all of the separations data for this report. BSS Federal
Regulatory coordinates the collection and transmittal to D.C. of this data
for filing vith the FCC.

The Forecast Report (FCC Report 495A) vas filed on December 3lst,
concurrent vith the TRP in 1988. The Forecast Report raguirements are
outlined in detail in the Order released May 31, 1988, CC Docket No.

86-182. BSS Comptrollers is responsible for the compilation and release of
data assunmprions as vell as the overall coordination of the compilation of
the Forecast Report. SB and SCB Comptrollers will coordinate data
collection for all other departments having input to the Forecast Report.
Accordingly, SB and SCB Comptrollers are responsible for ensuring that the
Forecast Report is reconciled to the TRP. After compilation by SB and SCB,
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the Forecast Report is forvarded to BSS Comptrollers for a reviev of
reasonableness and compilation vith the FCC guidelines. Upon reviev
completion the Forecast Report is forvarded to BSC Comptrollers for
concurrence and for transmittal to BSS Federal Regulatory/D.C. for f£iling
vith the FCC.

The Actual Usage Report (FCC Report 495B) is to be filed on April 1st for
the actual levels of regulated and nonregulated usage of Central Office
Equipment (COE) and Outside Plant (OSP) in the preceding calendar year.

The Actual Report vill be filed concurrently vith the PCC 43-02 ARMIS
Uniform System of Accounts Report (previously referred to as Appendix B),
the FCC 43-03 ARMIS Joint Cost Report, and the FCC 43-04 ARMIS Access
Report. SCB and SB Comptrollers are responsible for compiling and
revieving the actual usage levels from the departments providing the
information. BSS Comptrollers vill provide coordination and support to 5CB
and SB in compiling the report. BSC Coaptrollers vill reconcile the actual
usage data to previous or concurrent reports filed vith the FCC. After
reviev and reconciliation, the Actual Usage Report is forvarded by BSC
Comptrollers to BSS Federal Regulatory/D.C. for filing vith the FCC.

Prior to releasing regulated versus nonregulated separated revenues,
expenses, and investments to be filed vith the FCC, BSC Comptrollers should
confirm that the CSS reported Part 32 and Part 64 total company dollars
have been reconciled to the monthly reports in SB and SCB, and that any
necessary adjustments have been made. Likevise, SB and SCB Comptrollers
should confirm that the CSS reported total dollars are consistent vith the
regulated monthly reports prior to release to state regulators. VWithin the
BOC Comptrollers organization the Corporate Reports Office is responsible
for attesting to the fact that the Part 12 and Part 64 data is correct.
The BSS Separations group is responsible for processing this data through
Part 36 - Jurisdictional Separations and Part 69 - Access Charges. As vith
all financial data released to regulators, BSC, SB, and SCB Comptrollers
should communicate vith one another prior to release of information in
order to maintain consistent positions throughout the region in dealings
vith external third parties.

In addition to standard financial reporting outlined above, the FCC
requires notification of all significant state disallovances of investments
or expenses that are shared vith nonrsgulated activities. The FCC
acknovledges that state regulators have a unique vantage point for
observing investment patterns of the carriers. Hence, state disallovances
may bring to light problems vhich the FCC has not considered. Therefore,
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SB and SCB Comptrollers must notify BSS Coaptrollers of all state
disallovances as they are instituted by state regulation. BSS Comptrollers
vill then notify BSC Comptrollers of these disallovances; vhereupon, a
ruling vill be made as to significance and possible filing wvith the FCC.
BSC Comptrellers vill be responsible for making such a filing from detailed
information provided by BSS Coaptrollers. Such detail vould inciude, but
vould not be limited to, state(s) affected, total dollar impacts, and
regulatory reason given for disallovance.

7. MONITORING REQUIREMENTS

Because of the varied specific requirements prescribed in the JCO, BSC,
BSE, BSS, SB, and SCB Comprtrollers must monitor coampliance vith the JCO in
many areas. These areas include:

a) integrity of reporting,

b) affiliated transactions,

¢) actual versus forecast usage of COE and 0OSP,
d) accelerated upgrades and retirements,

¢) incidental activities,

£) time reporting, and

g) CSS and other systems compliance vith the CAM.

The FCC has stated in the JCO preceedings that information describing the
transaction betveen the nonregulated affiliates and the regulated
affiliates must be included in the complete audit trail that the carriers
are to keep of their affiliate transactions. Therefore, SB and SCB
Comptrollers are responsible for ensuring that a detailed audit trail of
each affiliated transaction is maintained to comply vith the JCO and that
adequate information is available for the Attestation Audit. The audit
trail requirements include chaining transactions, vhich vould require SB
and SCB Comptrollers to obtain, from nonregulated affiliates, the detail of
each transaction in the chain from the nonregulated affiliate dealing
directly vith SB or SCB and from any other nonregulated affiliates involved
in the progression of the transaction. BSC, BSS, and BSE Comptrollers must
ensure that a complete audit trail for all chaining transactions, in vhich
they or their subsidiaries are involved, is maintained or provided to SB
and SCB Comptrollers.

378

Retice
Not fer use or disclesure sutside the
SellSouth Corpacration oRcepPt under wIiLLLENR Aqg:sersdt.,

FOLKOGH 904020



BellSouth Corporation APL 610-02

Corporate Accounting Matters Division - Page 13 of 18 - -
Accounting Policy Letter - ) Issuance : 03731789
Cost Allocation _ Effective: 01/01/89

COMPTROLLERS RESPONSIBILITIES
FOR MATTERS PERTAINING TO THE JOINT AND COMMON COST ORDER

The amended Order requires that the allocation of COE and OSF to -
nonregulated activities be based on forecasted nonregulated usage over a
three year period. The Forecast Report Order stipulates that the
nonregulated investment vithin an investment category cannot decrease from
one year to the next vithout a vavier. If reallocations of
telecommunications plant from regulated to nonregulated operations are
required, such plant vill be transferred at undepreciated baseline cost
plus an interest charge or "penalty" to reflect the time value of money.
The autherized interstate rate of return that is in effect for each
relevant period vill be used to compute the charge. To comply vith the
requirements for forecasting joint and common netvork investaent, SB and
SCB Comptrollers should monitor the actual nonregulated usage of COE and
OSP, and compare this to forecasted levels. A quarterly report displaying
actual versus forecasted usage, and investment levels should be prepared
and submitted to BSC and BSS Comptrollers the tenth day of the second month
after the close of the quarter. Further any necessary adjustaent and
interest charges resulting froam under forecasting nonregulated usage should
be calculated and journalized by SB and SCB Coamptrollers to be charged
against the product or service overutilizing the COE or OSP.

BSC Comptrollers should be notified, via footnotes or attachments to the
quarterly report of actual versus forecasted usage, of the nonregulated
usage overages. As needed, BSC Comptrollers wvill provide guidance for any
adjusting journal entries to be made. Overutilization and resulting
penalty should alsc be communicated to BSS, SB, and SCB3 Marketing, and SB
and SCB Netvork by BSS Coaptrollers. BSC Comptrollers will coordinate vith
BSC Legal and BSS Federal Regulatory/D.C. concerning any over utilization
and penalty. BSC Comptrollers should also be notified in the event that
the difference betveen actual and forecasted usage is due to
underforecasting regulated usage and nonregulated usage vas not
underforecasted. BSC Comptrollers vould then coordinate a contact vith the
FCC concerning the COE and OSP usage and the possibility of no penalty
being levied due to the cause of the forecast difference.

The Order provides that upgrades and accelerated replacements of older
facilities, undertaken primarily for the benefit of nonregulated
activities, vill be assigned directly to the nonregulated services. To
comply vith this requirement, SB and SCB Netwvork will notify SB and SCB
Comptrollers of such upgrades and replacements. SB and SCE Coamptrollers
vill then make adjustments to assign associated investment to the
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nonregulated activity. To encourage ongoing compliance vith this
requirement, SB and SCB Comptrollers should provide SB and SCB Netvork vith
a standard form for reporting all pertinent information relating to an
accelerated upgrade and replacement undertaken primarily for the benefit of
a nonregulated activity, if any.

The JCO prescribed that a listing of incidental activities be filed in the
CAM. The activities must meet the folloving criteria to be sccorded
incidental status: '

a) The activity must be an outgrovth of regulated
operations.

b) The activity must be a non "line-of-business®
(LOB). BellSouth interprets a LOB to mean any
activity that S® or SCB intands to increase
resources as needed to meet market demand and
that has a market price. ’

c) The activity sust have been traditionally
treated as incidental.

d) Revenues from total incidental activities must
not exceed one percent (12) of the carrier’s
total regulated and nonregulated revenues over
three consecutive years. (Further guidance on
this calculation and the use of three
consecutive years vill be provided at a later
date.)

Ongoing compliance vith the JCO’s requirement for incidental activities
requires that SB and SCB Comptrollers perform an analysis of Miscellaneous
Revenues in the last quarter of each year. This analysis vill identify and
quantify all activities that are being accounted for as incidental (see APL
610-01). The dollar quantity should be compared to the total regulated and
nonregulated revenues to determine that the one percent limit has not been
exceeded. The list of incidental activities and their revenue value should
be provided via BSS Comptrollers to the Product Management Council in the
first quarter of the folloving year for evaluation of LOB potential.
Guidelines as to vhat constitutes a LOB should accompany the list of
incidental activities to assist the Product Management Council in their
evaluation. (See APL 610-01 for items to be considered in developing LOB
guidelines).
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After Product Managesment Council evaluation, BSS Comptrollers should
comnpare the resulting list of activities to the list of incidental
activities included in the CAM. BSS Comptrollers should evaluate
differences for potential updates to the CAM. These CAM updates could be
either for additions or deletions to the incidental activity list or for
nev nonregulated LOBs. Should a nev nonregulated LOB result from thase
evaluations, BSS Comptrollers vill evaluate possible cost pool changes as
vell as prepare a product description. BSC Comptrollers should be provided
vith any CAM ypdates resulting from the BSS Comptrollers and the Product
Management Council evaluation by the first vorkday of March. Note that
subsequent filing of CAM revisions at the end of the first quarter, vhich
allovs SB and SCB Comptrollers to perform the anslysis after the clese of
the year, vould not allov for nonregulated product implementation until
sixty days thereafter. If there are no changes to the CAM liscing of

. incidental sctivities, BSC Comptrollers should be notified via a positive
report letter from BSS Comptrollers during the first quarter of the
folloving year. See Attachsent B - Appendix AS for flov chart of
activities.

Accurate reporting of time to nonregulated activities through the
Mechanized Time Reporting or equivalent system must be monitored by BSC,
B5S, SB, and SCB Comptrollers. Accordingly, BSC and BSE Comptroliers must
monitor time reporting for their subsidiaries vhich have affiliated or
chaining transactions vith SB and SCB. Time reporting is a sensitive FCC
requirements area and vill receive close scrutriny by internal and external
auditors. In addition to internal audits on compliance vith actual
procedures, to ensure appropriate cospliance, BSC, BSE, BSS, SB and SCB
Comptrollers should reviev time reporting procedures annually.

Additionally, all aress of JCO compliance must be monitored by BSC, BSE and
BSS Comptrollers, particularly compliance vith the CAN itself. BSE and BSS
Comptrollers and BSC departments and direct reporting subsidiaries must
notify BSC Comptrollers immediately of any arsas of potential
discrepancies. Trouble areas must be researched thoroughly by BSC, BSE and
BSS Comptrollers. System inconsistencies or other discrepancies must be
rectified as quickly as is possible.
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The internal auditing departments of BellSouth and its subsidiaries are
responsible for ongoing revievs of BellSouth compliance vith the JCO's
requirements. Accordingly, BSC Comptrollers will be the liaison vith
external auditors vho are responsible for ongoing revievs of BellSouth’'s
compliance vith the CAM. BSC, BSE, BSS, SB and SCB are to assist both
the internal and external auditors in any vay necessary to facilitate the
successful completion of these audits.

8. INTERDEPARTMENTAL RESPONSIBILITIES

The BellSouth Corporate Plan set the ground vork for interdepartmental JCO
responsibilities. Henceforth, each Comptrollers department vill be
responsible for JCO oversight for their entity and specific
responsibilities resulting therefros.

BSS Comptrollers is responsible for all classification and JCO requiresents
documentation for SB, SCB, and all departments vithin BSS. Accordingly,
BSE Coaptrollers is responsible for all classification and JCO requiresents
documentation for all BSE subsidiaries and departments.

BSC Comptrollers remains responsible for coordination vith BSC Legal and
BSS Federal Regulatory/D.C., coordinating FCC accounting policy matters
vith all subsidiaries, and overall corporate compliance vith the JCO.
Also, BSC Comptrollers is responsible for the specific classification and
JCO documentation for all BSC departments and subsidiaries other than BSE,
S§B, SCB and their subsidiaries.
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Affiliates - Business entities regardless of legal form that directly or
indirectly, through one or more intersediaries, control or are controlled
by, or are under common control vith the accounting company.

Asset - Defined by the Financial Accounting Standards Board (FASB) as
probable future economic benefits that can be obtained or controlled by a
particular enterprise as a result of past transactions or events affecting
the enterprise. Defined by the FCC as any item that could be recorded in
an investment account of the regulated carrier.

Asset Transfer - The process of passing title to property either to or froam
an alfiliated entity. As used in the JCO, describes transactions betveen
affiliates involving the purchase and/or sale of assets, including the
related valuation reserves (i.e., depreciation, deferred taxes, and
investrent credits).

Attest Audit - An attest audit is one in vhich a practitioner is engaged to
issue a vritten communication that expresses a conclusion about the
reliability of a vritten assertion that is the responsibility of another
party. In the context of this APL, it is the audit that the FCC requires
our independent auditors to perform to ensure the carrier’s cost
allocations are being performed congistent vith their Cost Allocation
Manual (CAM) approved by the FCC.

Budgeted or Forecasted Volume - Activity level of a product or service,
seasured in financial gor statistical units, vhich is estimated over a
projected time period.

Central Office Equipment (COE) - Equipment used in svitching, controlling,
eriving, operating, conditioning, and testing communications channels. It
includes only equipment located in company owned buildings or rentad
quArters on Or near customer’s premises. The equipment is installed in
centralized locations such as central office buildings, toll wire center

buildings, repeater buildings, repeater huts and veatherproof housings.
COE is comprised of the Part 32 Central Office asset accounts.

Chaining - Vhen a carrier obtains an asset or service from a nonregulated
affiliate that has obtained the asset or service form another nonregulated
affiliate.
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GLOSSARY

Common Cost - Describes the amount recorded for resources that cannot be
directly assigned to either s regulated or nonregulated activity or to
services and products transferred betveen affiliates.

Cost - Expenditures for resources, measured in terms of dollars, incurred
to provide services or products, or achieve other final cost objectives.

As used in the JCO, this tera has tvo different seanings. For assets
transferred into or out of regulation, cost is defined as the gross amount
recorded in the plant accounts of the originating entity less depreciation,
deferred income taxes and investaent tax credit. For services provided to
or received from an affiliate, cost is defined as the fully distributed
direct and common expenses incurred, plus the authorized return on
investment used to provide the services.

Cost Pool - Accumulation of costs into functional groupings based on the
relationship of those costs to cost objectives (i.e., products or services,
organizational units, LOBs, etc.). Cost pools are cost accounting tools
vhich simplify the cost allocation process by enabling one cost alloecation
step to replace vhat vould othervise be numerous cost allocation steps if
such allocations vere performed individually for each amount.

Expenses - The costs of resources consumed in the process of producing
current period revenue. Expeanses are outflovs or other exhaustion of
assets or incurrences of liabilities or a combination of both during a
period to carry out activities that constitute an enterprise’s ongoing
operations.

Incidental Activities - Activities that are an outgrovth of regulated
operations but vhich are not tariffed. The FCC specifies that the
aggregate revenue for incidental activities sust not exceed cne percent of
4 company’s total revenues over a three year pericd. It also sust be a non
line~of-business activity and traditionally treated as incidental by the
company.

Line of Business (LOB) - A product or service or group of products or
services identified, managed and monitorsd separately as a profit,
contribution, or cost center. As used in the JCO, LOB also includes any
activity for vhich the company intends to incrsase resources as needed to
meet market demand.
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GLOSSARY

Market Price - The price at vhich a product is sold on the open market.
This information can be obtained, for example, by consulting price
catalogs, by soliciting bids, or by surveying published data on completed
market transactions. As codified in Part 32, the price charged the general
public by the selling affiliate for the same or similar products and
services provided to other sembers of the affiliated group. BellSouth uses
market rate in reference to products and services in compliance vith the
FCC Rules, although the terms market rate and prevailing price are used
interchangeable in the JCO.

Nonregulated - All activities of a subject telephone company vhich are not
common carrier talecommunications products and services subject to the
tariff requirements as contained in Title II of the Communications Act of
1934, as amended, and common carrier telecommunications products and
services vhich are not tariffed by state commissions. Nonregulated
activities are grouped into five separate categories. As used in the JCO,
activities vhich have never been subject to tariff regulation and
activities vhich the FCC has preeaptively detariffed are accounted for as
nonregulated by the carrier. Activities vhich the FCC has detariffed only
in the interstate jurisdiction, activities detariffed only in a state
jurisdiction and incidental activities are accountcd for as regulated
activities by the carrier.

Outside Plant (OSP) - That portion of intrabase communications systems
extending from the main distribution frame outvard to the telephone
instrusent or the terminal connections for other technical components.

-

Regulated - All activities vhich are subject to the tariff requirements as
contained in Title II of the Communications Act of 1934, or are carrier
telecommunications products and services tariffed by the state commissions.

Residual Expenses - Costs vhich remsin after previous assignments and
sttributions have occurred.

Time Reporting - The methods used to identify and asstgn time vorked by
canoyees on different vork activities.
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APPENDIX LEGEND

ATC - Affiliate Transsction Change

BSS - BSS Accounting Support & Research
B8SE - BSE Financial Accounting Matters
BFR - BSS Federal Regulatory

BOCR - BOC Comptrollers State Regulatory Organizations
BSC - BSC Regulated Accounting Policy

BSC Subs. - BellSouth Corporate Headquarters Subsidiaries, such as
BellSouth D.C. or BellSouth Capital Funding Corporation

CAM - Cost Allocation Manual

CAM Rvs - CAM Revisions

Compt. - Comptrollers

DC - D. C. Federal Regulatory

FCC - Federal Communications Commission

IA - Incidental Activities

InterDept. - Interdepartmantal

JCO - Joint Cost Order

JCOCD - Joint Cost Order Compliance Documentation. This includes BSE's
"Joint Cost Order Compliance Documentation,” BSC’s "BellSouth
Corporation Corporate Functing Cost Allocation Policy Guide,”

3SS's "Classification Letter 10-03 Accounting Concepts - Part
64 Cost Allocation,” etc.
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APPENDIX LEGEND

LOB - Line-of-Business Research Organization
Misc. Rev. - Miscellaneous Revenues

MLP - Methods and Procedures

NR - Nonregulated

Order - Any of the folloving: Report and Order, Memorandum Opinion and
Order, Order on Reconsideration _

PMC - Produét Management Council
R - Regulated

SB - Southern Bell

S$8C - Southern Bell Comptrollers
SC3 - South Central Ball

SCBC - South Central Bell Comptrollers
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KRovember &, 1937

See Attached Distribution List

BellSouth Headquarters, BellSouth Enterprises, BellSouth Services,
South Centrsl Bell, Southerz Bell

Viece President - Sanjor Financial Officer

Transmittal of BellSouth Corporate Plan

The Faderal Compunications Commission released CC Docket No. 86-111
(Order) on February 6, 1987. The Order, commonly refarred to as
Part X, csusad significant changes for Southern and South Central
Bell, and those BellSouth nonregulated sudsidiaries engaged in
affiliated transactions vith the tvo talephone companies.

A regilonal interdepartmental Part X Steering Committes was formed to
oversee the application and implementation of the Order's
requirenents. {(Sees Attachment A for a list of members.) One
product of the committes is the attached BellSouth Corporate Plan
(Atzachaent 3). This plan provides s framevork for BellSouth and
all of its subsidiaries to use in complying with the Orzder’'s
requirsements.

More specifically, it assigns the responsibilicy for complying vith
the Order's requirements to the appropriate BellSouth organizations.
Further, the plan calls for specific incorperation of the plan’s
requirements into their departmental practices and procedures.

Therefore, to ensurs full avareneas and fo promote compliance with
the Order’'s requirsments, ve request that the plan be distriduted
and ite requirements incorporated into your affected organisstions’
practices and procedures.
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BellSoutzh Corporation
Corporate Accounting Matters Divigion

ORIGIRATOR: Ken Mogy 404/24923026

CONTACT: Paul Pence 404/249-3033
DATE: Qgtober 27, 1987

e | ]
Recommendad:
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P. S. Pence - Chairsan, Accounting
Plans Task Force

Approxed:
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P. B. Casey ~ Chairmasgy’Part X
Steering Committes
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BELLSOUTH CORPORATE PLAN

1. GENERAL
A. BACKGROUND

1.01 On February 6, 1987 the Federal Communications Commission (FCC)
released its Joint Cost Order (Order) in CC Docket No. 86-111, commonly
referred to as Part X. The Order amanda Parts 32 and 64 of the
Commission's Rules, and establishes the requirements that a regulated
carrier must meet if it intends to use its resources to provide
nonregulated products and services. The Order also prescridbes certain
affiliaced transaction requirements for products and services provided to
and received from a regulated carrier. As such, the requirements of the
Order apply to Soucthern Bell (SB) and South Central Bell (SCB), their
subsidiaries, and all other BellScuth subsidiaries receiving products and
services from or providing products and services to SB or SCB.

B. PURPOSE

1.02 This BellSouth Corporate Plan (Plan) consclidates the Order's
requirements and sssigns the responsibility for complying with its
requirements to the appropriate organizations and/or departments. The
provisions of this Plan should be incorporated into the specific
departmental practices and/or procedures of ths affected organizations te
ensure full avareness and promote compliance vith the Order's
requirements. Through this process, the Plan fulfills its purpose of
providing a framevork for BellSouth and its subsidiaries to comply vwith
4ll requiremencs of the Order.

C. OVERVIEW

1.03 Generally, the Order adopts (1) cost allecation standards and, for
certain carriers, a requirement that a cost allocation manual be filed
vith the Commission, (2) rules for recording transactions betveen
regulated telephone companies and their corporate affiliates, and (3)
accounting procedures, audit requirements, and other i{mplementation and
enforcement mechanisms. The Order's requirements affecting nonregulated
products and services offered in 1987 will be addressed by the Part X
Implementation Advisory Team in 1987 and early 1988. This Plan applies
to nev products and services offered after (987, and to products and
services that are preemptively deregulated by the FCC after 1987.
Becsuse the Plan applies to 1988 and forwvard, it calls for integration
into departmental practices and/or procedures to ensure Svareness and
prosote ongoing compliance vith the Order's requirements. Key elaments
of the Plan include:

a) 4 dscision treg that vill help users idemtify products and
services that are affected by the Order.

ROTICE: RNot for use or disclosure outside the BellSouth
Corporation except under vritten agresment.
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b) General and specific sccounting requirements prescribed by the ~ =
Order.

e) Requirements te'incurporlte appropriate sections df the Plan
inte the Product Management Process (or sguivalent process).

é) General and specific requirements governing the allocation of
costs.

e) Specific regquirements in the areas of Central Office Equipment,
Outside Plant, Incidental Activities, Affiliated Transasctions,
Time Reporring, Income Taxes, Reporting and Auditing.

) Specific monitoring requirements as prescribed by the Order.

L) A discussion of situations that would require revisions to the
BellSouth Cost Allocation Manual and submission to the FCC. - -

h) Assignment of specific responsibdility for complying with the
Order's requirements to the various BellSouth subsidiaries and
departments. ‘ =

i) Appendixes documenting tizme reporting procedures, definiticni
- of key terms, state reporting requirements, etec...

D. COMPLIANCE RESPONSIBILITY - T

1.04 The Part X Regional Steering Committee (Steering Committee) was
formed in 1987 to oversee the application and implementation of the
Order's requiremencs. (See Appendix A for & list of mesbers.) This
regional interdepartmental croas-aection of department heads has primary
oversight responsibility for implementing the Order. An Adviscry Team
and numerous task forces made up of intercompany, interdepartmental
subject matter experts supported the Steering Committee in implementing
the Order's requirements. '

1.05 This Plan wvas approved by the Steering Commivree in 1587. Through
their approval, the Steering Committee members accepted responsibdbility
for integrating the appropriate Plan sections into their departmental
practices and/or procedures by January 1, 1988. Eence, in 1988 (probably
no earlier than 4th Qtr.), the Steering Committee, Advisory Team, and
supporting task forces vill be disbanded, and each sffected department
vill be responsible for compliance vith the Order's requirements as
doctmented {n this Plan. Also, the Internal Auditing departments of
BellSouth and its subsidiaries will avdit departmental compliance vith
the Order‘'s requirements as discussed in the Auditing section of this
Plan,

E. EFFECTIVE DATE AND FUTURE UPDATES

1.06 The Plan spplies to 1933 and forward, and became effective upon
formal approval by the Steering Committee in 1987. The departuents
affected by this Plan must incorporate the various Plan require=ents invo
their practices and/or procedures in 1987 in preparation for 1938.

NOTICE: Not for use or disclosure outside the BellSouth
403 - e Corporation except under vritten agreesment.
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1.67 This Plan will be incorporated into a BellSouth Regionmal Policy
Latter to be issued in 1987. As such, it is the responsibilicy of the
BellSouth (BSC) Coaptroller's department to recommend revisions and
updates to the Plan as necessary. The revised Regional Policy Letter
vill then be distridbuted to the affected organizations for inecarperation
into their departmantal practices and/or procsdures.

2. IRTRODUCTION OF NEW PRODUCTS OR SERVICES

A. DETERMINATION OF REGULATORY OVERSIGHT

2.01 When nev products or services are proposed, the Product Manager in
BSS Marketing, and their counterparts in 5B and S5CB Marketing should
evaluate the proposed product or service in the context of the

deciszion tree included as Appendix B to determine if the Order is
spplicable. This step should be performed in the esarly sctages of the
BellSouth Producc Managemen: Process {or squivalsnt process) discusssd in
the Marketing Ramification subsection of this Plan. Other affected
organizations (i.e. Comptrollers, Financial Systems, Legal, etc...) will
be contacted as necessary by the product manager during various stages of
the Product Management Process.

B. COMPTROLLERS RAMIFICATIONS

2.02 Accounting Requirsments - There ars two broad types of nonragulated
activities that pertain to SB and SCB. The first employs joint or common

use ¢f assets and resources, and is accounted for vithin the regulacad
accounts prescribad for telephone company operations. The second type of
activity does not involve the joint or common use of assets and
resources. (BellSouth interprets this second type of activity to also
include those that involve only ainimal jeint or commen use of assets and
resources.) Costs associated with these types of activities will be
accounted for in a separate actount on the regulated books. Thias
accouncing i{s analogous to the "106" accounting performed under Part 3l
of the PCC's Rules. The full costs of these acctivities wvill be directly
assigned to account 1406 under Part 32 of the FCC's Rules. An example is
provided to clarify the exact seaning of this paragraph:

The decision is made that SB vill enter the business of selling resl
estate (a nonregulated activity). If $3 uses joint or common sssets
or resources (i.e. office space, employses, etc.), the revenues and
expenses associated with this business vould be recorded in the
regulated accounts of SB, and the cost allocation rules of this Plan
vould apply. If SB does not use joint or common assets or rescurces
to sell res]l estate, but rather crsates &n entirely separate
division for this business, then the assotiated revenues and
expenses vill be recorded in a single account (Account 106 under
Part 31, and Actount 1406 under Part 32) vithin the regulated
books. Also, the associated assets and liadilities vould be
recorded in this same account, and the cost allocation standards of

this Plan would not apply.

ROTICE: Not fer iao or disclesure outside the BellSouth

404 Corporation except under vritten agreement. -
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2.03 Revenues and expenses relating to incidental activities and
deregulated interstate interexchange carrier billing and collection
activities shall be accorded regulated accounting treatment. This means
the transactions will be accounted for as regulatsd operaticns for ths
Order's purposes, and vilil subsequently bde identified as deregulated in
the Separations processes of Parts 36 (or 67) and 69 of the Commission's
Rules.

2.04 After the close of books, {nvestments and expenses associated vith
activities which share common reasources vill be assigned and asllecated
betveen regulated and nmon-regulated operations pursuant to the procedures
described i{n the Cost Allocation sectionm of this Plan. These

nonregulated amcunts vill then be deducted from the operating account
balances, lsaving only the regulated amoumts for processing through
Jurisdictional separations (Part 36 of the FCC's Rules). A chart is L -
provided as Appendix C to illustrate the genaric flov of accounting data
under this Plan. :

2.05 Investment and expense amounts pertaining to intrastate services
are not subject to the Order. Although the states vill not de required
to use FCC procedures for intrastate ratemaking purposss, the Order's
tules may form & useful guide for those states electing to follov a
regulatory approach similar to the one provided for in the Order. Should
states elact to employ different cost allocation methods from those
specified 4in the Order, those mathods vill detersine the investment and
exXpense agpounts assigned to intrastate nonregulacted activicies. It is
the responsidility of SB and SCB Comptrollers to commumicate state
specific changes to BSC Comptrollers for consideration and revisien te
the Regional Policy Letter. Because any state specific changes will be
of an accounting nacure, BSS Comptrollers will coordinate vich BSC, S8
and SCB Comptrollers, and BSS Financial Systams to develop state specific
cost allocation plans.

2.06 Ascounting Plan - The BellSouth Cost Allocation Manual (CAM) vas
filed with the FCC on August 12, 1987, and, vith any modifications
required by the FCC, will be used as a generic accounting plan for all
future nonregulated offerings. In the event that a nev and unique
service-specific accounting plan is required, BSS Coemptrollers will vork
vith the Comptrollers groups in BSC, SB and SC3, and BSS Financial
Systems to develop such & plan.

C. MARKETING RAMIFICATIORNS

2.07 Genersl Reguirements -~ The Commission concluded that marketing
costs merit unique treatment because they may have characteriscics
different from other costs. The FCC believes the sffort to market nev
services makes it likely that marketing expenses vill benefit
nonregulated activities to a disproportionately high degres.

NOTICE: Not for use er disclosure outside the BellSouth
405 " . Corporation except under vritten sgreement.
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2.08 The Order defines common marketing costs as all amounts recorded in
Part 32 accounts 6611 (Product Managemant), 6612 (Sales) and 6613
{(Product Advertising), and scme amounts in 6623 (Customer Services) and
6722 (External Relations). Detailed function codes are necessary within
the lattar two accounts to differentiscte betvest marketing and
non-marketing costs in the accounts.

2.09 As explained in the Cost Allocation section, all spplicable
marketing costs must bde directly assigned or attriduted on a cost
causational basis to eithar regulated or nonregulated activities. Any
residual sarketing expenses vill be considered common, and assigned to
regulated or nonregulated based on the ratio of directly assigned and
attributed marketing costs (marketing general allocator). Im computing
this general allocator, the expense data from the three (3) month periocd
ending tvo (2) months before the current month must be used within
BellSouth. Further, the Order prescrides significant time reporting, -
record retention and training requirements on Marketing personnel. These
requirenents are discussed in the Time Reporting subsesctien of this Plan.

2.10 Additionally, nonregulated usage of central office equipment (COE)
and outside plan:t (OSP) must de feorecasted as prascridbed by Section :
64.901 of the Commission's Rules. All nonregulated activities vhich
purchase tariffed services froa SB or SCB must do s0 at tariffed

rates,

2.11 Regarding pricing, the FCC stated that "it is not our purpese, nor
should it be our purpose, to ssek to attribute costs to particular
nonregulated activitiss for purposes of establishing a relacionship
betveen cost and price.” Although nonregulated activities must dDear all
nonregulated costs, fully allocated costing methodology is not intended
to be used in prescribing prices for individual nonregulated services.
The FCC avoids even the appearance of doing so by requiring that costs be
distridbuted to the regulated and nonregulated cost objectives for each
cost poecl in the aggregate.

2.12 Tor internal BellSouch management purposes, the principles
prascribed in the Order will be used to apportion costs among particular
regulated or nonregulated products or services for line-of-business
reporeting. (Reference BellSouth Region Letter 87-07-02088, dated July
23, 1987.) However, this rsporting 12 not intended to preclude
BellSouth from pricing individual nonregulated products or services in
any vay deemed necessary.

2.1 Product Manazerent Procesz - The introduction of new products and
services is accomplished through interdepartmental groups vithin BSS, 5B
and SCB as directed by their respective Marketing and Netvork
organizations. The groups perform development and delivery functions
through the Product Management Process (PMP).

2.14 The pulti-phase PMP (or similar process) and the interdepartmental
teass must {ncorporate vithin their delibderations, decision-saking, and
responsibilities the impacts of the Order for full allocation of costs
associated with regulated and nonregulated activities. 1In particular,

ROTICE: Rot for use or disclosure outside the BellSoutd
' Corporaticn except undar vritten agreesant.
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forscasting, time reporting, affiliated transactions, and invesctment
allocation procedures are affected and must be modified to accommodate
the provisions of the Order. Further, start-up costs (thoae costs
incurred to plan, develop and implement a nonregulated activity) must be
separately itdentified and charged to the nonregulated activity as.
provided for in BellSouth Accounting Ruling FKe. 87-002.

2.1% Successful implementation requires that the interdepartmental teans
drav heavily on the expertise within the Comptrollers organizations of
BSS, SB and SCB, and B85S Financial Systems to define the proper
accounting plans, interface with the appropriate accounting systsms,
ensure accurate classification of costs for tracking purposes, and ensure
overall suditabilicty of the nonregulated sctivicies.

3. COST ALLOCATION
A. GENERAL REQUIREMERTS

3.01 7This section documents the various cost allocation standards
required to separate regulsted and nonreguiated investments and
expenses. These cost allocation standards apply to all business
entities within BellSouth that have business dealings vith SB or SCB.

3.02 As discussed earlier, nonregulated costs are defined as those costs
of activitiss vhich have never besn subject to regulation as
communications common carrisr offarings, and costs of presmptively
deregulated activities. The Order prescribes an attridutable cost method
of fully discributed costs betvesn regulatsd and nonregulated activities
({.e. assumes that a cost causstive linkage exists).

3.03 Under the attributable cost method, costs can be either directly
assignable, directly attridbutable, indirectly attributadle or
unattributable to regulated and nonregulated activities. Costs of assets
and resources used exclusively for regulated or nonregulated activities
are directly assignadble to the appropriate sctivity. Costs of assets and
resources are directly attridbutadble if direct measures of cost causation
exist for apportionment betveen regulated and nonregulated activities.
The wvages of & service order clerk vho processas both regulated and
nonrsgulated activities is an axample of & directly attridutable cost.

3.04 Costs of assets and resources used jointly to provide regulated and
nonregulated activities are indirectly attributable if an {ndirect
measure of cost causation must be used as a surrogate because s direct
measure of cost causation does not exist. The indirect supervision of
the above service order clerk {s an example of an indirectly attributabdle

cost.,

3.05 Costs of shared assets and resources are unattributable if no
direct or indirect measure of cost causation exista. These shared costs
are apportionsd based on an FCC prescrided general allocator. <he salsry
of the Chief Executive officer and his imnediate support ataff is an
exazple of unattribucadble costs.

BOTICE: Not for use or disclosure outside the BsllSouth

4
07 Corporation except under vritten agreement.
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B. ASSIGNMENT HIERARCHY PRESCRIBED

3.06 In assigning or sllocating costs to regulated and nonregulated
activities, the folloving hierarchy sust be adhered to:

by Tariffed serrizes provided te a nonregulated activity will be
charged at the tariff rate and credited to the regulatad
revenue account for that service.

2) Costs shall be directly assigned to either regulated or
nonregulated activities to the maximum extent possibdble.

3) Costs which cannot be directly assigned to either regulated or
nonregulacted activities will be described as common tosts.
Common costs shall be grouped intc homogeneous categories
designed to facilitate the proper allocation of costs betveen a
carrier's regulated and nonregulated activities. Each cost
category shall be allocated detvesn regulated and nonregulated
activities in accordance with the following hierarchy:

a) Whenever possible, common cost categories are to be
allocated based upon direct analysis of the origin of the
costs themselves.

b) Whenever direct analysis {s not possible, common cost
categories shall de allocated based upon an indirect,
ceost-causative linkage to another cost category (or group
of cost categories) for vhich a direct assignment or
allocation is available.

c) When neither dirsct nor indirect mesasures of cost
causation can be found, the cost category shall ba
allocated based upon a general allocator. The general
allocator shall be computed by using the ratio of all
expenses directly assigned or attriduted to regulated and
nonregulated activities for the three (3) month pericd
ending two (2) months before the curreat seonth.

4) 7The allocation of central office equipment (COE) and outside
plant (OSP) investment coats between ragulated and nonregulated
activities shall be based upon the relative regulated and
nonregulated usage of the investment at the highest forscast
relative nonregulated usage over a three (3) ysar forecast
period.

3.07 As of January, 1988, any usage of O0SP facilities by the
nonregulated sctivities is expected to be billad at SB and SCB's tariff
rate. Therefore, all OSP costs in SB and SCB are axpected to be assigned
to the regulated entity. In the event nonregulated activities require

NOTICI: Not for use or disclesure outaide the BellSouth

Corporltfon except under vtittcn agresment. Page 7
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the use of OSP facilities not covered by :ariff, a forecast of the
nonregulated usage as prescribed in Section 64.901 of the Commisszion'y
Rules will be required. This forecast, along vwith the COE forecastc, is
discunsed in the Special Consideractions saction of this Plan.

C. COST POOLS

2.08 Jhe Order requires that esach asse: and gxpense account affecting
the ratexmaking process be separated into regulated and nonregulated
components. This musc be accozplished by msans of the assignment
hierarchy discussed above. Since most accounts contain coats arising
from more than one origin, the firs: step i» to separate the accownt into
cest pools based on the origin of the costs. 7The resultant cost pools
are then directly assigned or allocatad to regulated and/or nonregulated
activities, as appropriate. This section defines the groups that will
bave ongoing responsibilicy for evaluating and proposing cost pool
definitions, cost pool assignnments, and other related methods.

3.09 During 1987, the Part X Cost Allocation Task Force snd the Part X
Forecasting Task Force revieved each sffected assat and sxpenss
account, and developed appropriate cost pools to separats the ragulated
and nonregulated costs vithin each account. These cest pools, aleng

are documented in the BellSouth CAM, filed with the FCC on August 12,
1987.

3.1C 7The non-network cost pools vere also documented in the Cost
Allocation Task Force Report, released June 5, 1987, and wvers issued as a
C-Letter in late 1987. 7The C-Letter will continue to be the medium for
describing the non-netwvork methods. Netwerk coat pocls and sssignment
methodology will de proposed and documented ongoing vis a joint effort of
BSS Comptrollers and BSS Netwvork.

3.1]1 Because these cost pools vere developed considering nenregulated
activities that existed at that time, the introduction of additional
nonregulated activities raises the possibility that the existing cost
pool configurations may not be adequate. Therefore, as part of the
Product Management Process discussed in the Marketing Ramifications
subsection of this Plan, BSS Comptrollers and BSS Network will evaluate
the axisting cost pool configurscions for all non-netvork and netvork
accounts, respectively, vhen a nev noanregulated product or service is
propossd for SB or SCB. Also, any deparctment or organizatien that plans
to develop nev products or services vhere there is not s Product _
Management Process should contsct BSS Comptollers and BSS Netverk for .
evaluation of the existing cost pools. BSS Comptrollers will then
inform BSC, SB and SCB Comptrollers of the results. 1f, as a result of
these evaluaticns, changes are proposed to the existing cost pools, BSS
Comptrollers should coordinats the changes with BSC, SD and SCB
Comptrollers, BSS Financial Systems, 53 and 5CB Budgets, SB and SCB Human
Resources, and BSC Financial Management.

NOTICE: Kot for use or disclosure outside the BellScuth
409 ' Corporation except under vritten agreement.
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3.12 1If the proposed coat pool changes are adopted, BSS Comptrollers
and/or BSS Netvork will actually update their respective documentation
(1.e., the C-lLetter or Netvork methods). BSC Comptrellers will evaluate
the changes for potential revisions to the CAM and existing reporting
requirements. SB and SCB Comptrollers, Budgets, and B5C Financial
Manasgement vill make necessary changes for internal reperting and budget
tracking; wnile BSS Financial Systems and §3 snd SCB Human Resources will
make necessary system changes and updates to Job Function Codes.

4. SPECIAL CORSIDERATIORS
A. CENTRAL OFFICE EQUIPMENT AND OUTSIDE PLANT

4.0 General Reguirements - The Order requires the use of

forvard-looking investment allocators for COL and OSP. This means the
allocation factor shall be based on forecasted relative nonregulated use
as prescrided in Section 64.90)1 of the Commission’'s Rules, not gctual
nonregulated use. Also, the Order restricts the allocation rule so

that without a waiver, the nonregulated investment vithin an investmant
category cannot decrsase from one year to the next. Significant
penalties ares specified for use i{n the case of underforecasting
nonregulated investmant., Further, monitoring requirements are included
in the Qrder so that actual results vs. forecasted results can be
tracked. These monitoering requirements are discussed in the Monitering
section of this Plan. '

4.02 Forecasting Reapongibilities - The Administrative, Local Arsa and
Marker Oriented (Integrated LATA Planning (SB), Customer High-Speed

Integrated Planning Process (5CB)) forecasting functions reside in SB's
Ixecutive and SCB's Operations Plans and Ferformance organizations.
These functions produce forecast: for revenues and demand lsvels at the
state, company, vire cencer and outside plant level collectively. They
also provide & market orisnted forecast based o input from Marketing,
specific research, industry, and product profiles. These forecasts are
provided to BESS, SB and SCB Marketing, Network and Discribution fer
deployment of COE and loop (OSP) facilities.

4.03 The forecast for regulated and nonregulated usage of COE (and OSP
{f necessary) vill be accomplished by the identification of regulated and
nonregulated components of each individual product or ssrvice by the
specific Product Core Team chaired by the BSS Line-of-Business product
sanager. These components, bassd on percant regulated and percent
penregulacted, will be applied to the specific product/service forecast
produced by the organizations stacted adove. This process provides
forecasts of both regulated and nonregulated usage dy product/service.
Therefore, B3S Line-of-Business is responsible for forecasting the
regulated and nonregulated usage of COE (and OSP if necessary) as it is
prescribed by the Order. Also, BSS Marketing Operations and Development
1s responsible for coordinating the forecasts for deployment of COL and
OSP vith the forecasts of regulated and nonregulated usage in order to
provide information to the cost sccounting system (CAS) {n a werkable

format.

NOTICE: Not for use or disclogus e outside the BellSouth
410 . Corporation except under vritten agreement.
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4.04 The cost allecation process relies upon netvork models to develop
cost pools for certain COL investment. The responsibility for developing
and maintaining updated netvork models vill be with SB and SCB Netvork
engineering organizations. These engineering organizations must develop
the sppropriate methods for the netvork models, and direct and assimilace
the activities of appropriate state englineering organizacions nacessary
to bulld the models and provide the reguired dacas to CaS.

4,05 Accelerated Retirements and Upzrades - Upgrades and accelersted
replacements of older facilities, undertaken primarily for the benefit of
nonregulated activities, will be assigned directly to the nonregulaced
services. Therefore, the authorization for upgrades and accelerated
replacements should document vhy the upgrade or replacesent vas
undertaken. Network Planning & Budgets in SB and Netvork Planning &
Engineering in SCB is responsidle for completing this documencation, and
notifying SB and SCB Comptreollers vhen upgrades and/or replacements are
made primarily for the benefit of nonregulated activities. SB and SCB
Comptrollers will then make the appropriate adjustments as necessary.

B. IRCIDERIAL ACTIVITIES

4.06 The Order provides that certain activities "never subject to
regulation” wvhich qualify for incidental treatment will be clasaified as
Tegulated activities for accounting purposes. 7This means for reporting
purpeses, SB and SCB are regquired to recerd and leave in the regulated
sccounts costs and revenues assoclated with incidental activities.

4.07 The Order prescribed that a listing of imcidental activities bs
filed in the CAM. The activities had to meet the followving criteria to
be accorded {ncidental stacus:

a) The activity must be an outgrowth of regulated operations.

b) The activity pust be a non "line-of-business.” BellSouth
interprets a line-of-business to mean any activity that S3 er
SCB intends to increase resources as nesded to mest market
demand.

¢) The activity must have been traditionally trested as incidencal.

d) Revenues from incidental activitiss cannot in the aggregate,
exceed one (1) percent of the company's total revsnues
(regulated and nonregulated).

4.08 It is anticipated that the list of incidental sctivities filed in
the CAM can be expanded. If nev activities clearly meest the acove
criteria, or if the mev activity is already being accerded incidental
status by another carrier, BellSouth will probedly account for the
activity as an incidental activity. BSC Comptrollers will sake this
deterzination after discussions with SB and SCB Comptollers.

NOTICE: Mot for use or disclosure outsida the Belllsuth
411 ~ Corperation except under vritten agreesent. Page 10
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4.09 To emsure appropriate sccounting treatment, &ll departmencs within
SB and SCB are raspensible for notifying BSS Comptrollers of all nev
activitias that are daing offered. BSS Comptrollers should reviev all
nev offarings wvicth BSC, SB and SCB Comptrollers for potential updating of
the CAM and i{nclusion in the monitering process. The monitering of
inci{dental activities is discussed in the Monitoring section of this Flan.

C. AFFILIATED TRANSACTIONS

4.10 Asset Iransfers - The FCC's goal in establishing standards for
transactions betveen affilistes is to prevent ratepayers from subsidizing
unregulated sctivities through improper transfer pricing. The standard
for these affiliasted transactions i{s the tariff price or a gensrally
availadle price (as provided for in CC Docket No. 836-111, Order en
Reconsideration, released October 16, 1937) held out to the general
public in the normal course of business. Absent a tariff or gemerally
availadle price, assats transferred from the regulated to the
nonregulated entity are to be recorded at the higher ¢f net book cost or
falr Barket value. Assets transferred from the monrsgulated to the
regulated entity are to be recordad at the lover of net book cost or fair
parkst valus. These same standards apply to assets transferred to or
from account 106 (Part 31) or account 1406 (Part 32) as required by the
Commission’'s rules.

4.11 The Comptrollers organizations in SB and SCB are rasponsidle for
insuring that ssset transfers comply with the above standards. Also,
sufficient documentation (e.g. comparisons to fair market value) relevant
to such transfers must be retained dy the Corporate Reports offices in SB
and SCB Comptrollers.

4,12 Assets sold or transferred to affiliates shall bde recorded in the
appropriate operacing accounts according to the nature of the
transaction. Any potential deviation froa these affiliate transfer
standards must be discussed vith, and approved by BSC Cemptrollers.

4.13 Salss of Products/Services - Tariffed services sold to unresgulated

affiliates are transferred at the tariffed amount vith revenues recorded
on the regulated dooks. Services and supplies that an unregulated
affiliate provides to unaffiliated entities and regulated affiliates
vill be recorded at the market rate on the regulated entity’'s beooks.
When unregulated affiliates provide shared services to regulated
affiliates that are not deing provided to wnaffiliated entities, the .
costs must be assigned, sttributed, or sllocated in & sanner that
complies with the standards and procedurss for the assignment,
attridution or allocation of costs betwvesn the regulated and mcnregulated

operations of the regulated affiliate.

4.14 BellSouth interprets the services and supplies ssction of the Order
to include services, products and supplies. This encompassss the
provision of inventory items and other services provided by BSS to 5B and
SCB. Purther, BellSouth views the use of Authority Codes by BSS as
documented 4n Appendix B eof the

412 NOTICI: Not for use or disclesure sutside the BellSoutd
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= as complying vith cthe .
standards set forth in the Cost Allocation section of this Plan. Any
significant change in the use of Authority Codes by BSS for products or
services provided to SB or SCB must de discuased with, and approved by
BSC Comptrollers. (At the time of this writing, the interpretations in
this paragraph are under reviev by the Part X Implementation Task
Forces. Howvever, no significant changes are anticipated.)

4.15 Further, all affiliste transactions between S3 and SCB, aleng with
associated methologies, vere revieved {n 1987 by the Part X Regulatory
Task Force. All changes in procedures necessary to comply with the Order
vere made in 1987 as a result of this reviev. In 1988 and thereaftar,
sdditional offerings of products or services to SB or $SCB by unregulated
affiliates must be discussed vith BSS and BellSouth Enterprises (BSE)
Comptrollers. BSS Comptrollers will evaluate the adequacy of S3 and
SCB's existing methods and procedures to effect the offering. BSE
Comptrollers will evaluate the adequacy of the unregulated affiliates’
pethods and procedures to ensure coapliance with the cost allecation
standards of this Plan. The results of these evaluations will then be
communicacted to BSC, SB and SCB Comptrollers.

D. TIME REPORTING

4.16 General Reouirsments - The Order mpaintains that both pesitive time
reporting (PTR) and exception time reporting (EIR) are acceptable under
the appropriste circumstances. Regardless of vhich method is used, time
must be reported in {ncrements of one hour or less. Also, a dascription
of the reporting methods used to capture and allocate nomproductive time
is necessary. Nonproductive time includes vacation, sick leave, breaks,
administrative activities and conferences, informal job instructien and
other sctivities not directly related to the employee's designated
project. TFurther, {f mot all nonproductive time is captured through PIZ,
the methods by which such time is allocated must de explained.

4,17 Teor regulatory and various auditing concerns, supporting
documentation sust be retained for one calendar year aftger the ysar the
cost or activity is incurred. All relevant reports, including telephone
and appointment logs, notes kept by employees and mansgers, memos and
other correspondence are necessary to corroborate time reported.
Further, the Order requires that employees receive adequate training in
the areas of time reporting.

4.13 QResponsible Organizaticons - Due to the emphasis the FCC placed on
time reporting in general, and on Marketing time reporting specifically,
the BellSouth CAM filed vith the FCC in 1987 devoted twelve (12) pages to
this topic. These pages summarized the various time reporting systems,
pethods used to time report, vays of capturing nonproductive time, record
retention procedures, and training conducted within 5B and $CB. Tais
Plan incorporates the CAM section on time reporting in its entirety as
Appendix D.

NOTICE: Not for use or disclosure outside the BellSouth
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4.19 Estadlishing and maintaining time Feporving reviev procedures,
record retention requiremencs, and ‘adequate training as discussed in
Appendix D, i3 the responsibility of every department and organizacion
within BSS, SB and SCB (i{.e. Nervork, Markering, Comptrollers, Legal,
Financial Systems, etc...). Ailso, these deparcments and organizations
are responsible for incorporazing record retention, trrizing and review
procedures into their departmental practices and/or procedures, and
sonplying with them.

4.20 The reviev procedures must include supervisory revievs, management
certifications, and other specific steps discussed in Appendix D. Source
dats vith supporting documentation must be retained for at least one
calendar year 3fter the year the documentation is incurred. Local
panagesent should confirm the adequacy of retention procedures by
periodic verification of individual employee's receords during the normal
reviev process. Further, individval organizations are in the best
position to assess day-to-day time reporting results and monitor the
arrival of nev personnel that will require tralning. The BSS Training
department shares a secondary responsibilicty for training in that
appropriate training material must be available for the user groups.

4.21 Any change to these requiresents must be discusaed with 35C
Comptrollers for update to the Plan and possible update to the CAM.
Updates to the CAM are discussed in the Cost Manual Updates aection of
this Plan. ' ;

E. IRCOME TAXES

4.22 The Order states “"Income taxes zhall be allocated among the
regulated activities of the carrier, its nonregulated divisions, and
mexbers of an affiliated group. Under circumstances in vhich income
taxes are deterzined on a consolidated basis by the carrier and other
mexbers of the affiliated group, the income tax expense to be recorded dy
the carrier shall be the same as would resulr if determined for the
carrier separately for all tize periocds, except that, the tax effect of
carry-back and carry~forvard operating losses, investment tax credics, or
other tax credits generated by cperations of the carrier shall be
recorded by the carrier during the period in which applied in settlement
of the taxes othervise attributadle to any membder, or comblinarion of
pembers, of the affiliated group.” Since BellSoutk files s consolidated
federal tax return that includes both SB and SCB, this requirement is
applicable to BellSouth., It i3 the responsibility of the BellSsuth Tax
department to ensure compliance with these requirements.

F. REPORIING

4.23 Internal - All monthly reperts portraying the cost allocation
results of the Order will be produced by the tost accounting system (CAS)
after the mormal monthly processing of financial information. At a
minipum, the CAS reports should show total regulated and total
nonregulated revenues, expenses and {nvestments (i.e., Property, Plant
and Equipment) as allocated under the requirements contained in this

NOTICE: HNot for use or disclosure outside the BellSouth
Corperation except under written agreement..
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Plan. The sum .f these detailed reports must balance to the total
Journalized dats as reflected in the Monthly Reports. Accerdingly, it is
the responsidility of BSS Financial Systems to produce these reports and
the responsibility of BSS, SB and SCB Comptrollers to insure their
integrity.

4.24 Further, for internsl management and dudget tracking purposes, it
i3 neceasary for the regulated and nonregulated reports to be produced
on a line-of-business basisz, All CAS line-of-business reports should
allocate revenues and expanses according to the cost allecation standards
prescrided in this Plan.

4.25 External - FCC Reguiremsnts - Completion of this section is
dependent on the final interpretations and petitions in CC Docke: No.
86-182, Automated Reporting System, released September 17, 1987.

However, BellSouth expects to repoert at a minimum the tocal regulated and
total nonregulated revenues, expenses and investeents as discussed
previously. This will be in addition to the mormal reporting
requirements that are not related to the Order. It is the responsibility
of 35C Comptrollers to interpret and communicate the final FCC reporting
requirements vhen they are known. Also, BSC Comptrollers will

coordinate all report filings with the FCC.

4.26 Externa) - State Reguirements - The current state reporting
Tequirements pertaining to the Order are included as Appendix E to this

Plan. It is the responsidilicy of SB and SCB Comptrollers to identify
changes in these scate reporting requirensnts, and to commumicate these
changes to BSC and BSS Cemptrollers. BSC Comptrollers will svaluate the
changes for potencial updates to the Regional Policy Letter. BSS
Comptrellers will coordinate eppropriate methods and systems changes vith
BSS Financial Systems. 5B and SCB Compttrollers will continue to de
responsible for filing che reporcs with individual state regulatery
authorities.

G. AUDITIRG

4.27 The BSC, SB and SCB Internal Auditing (IA) departments sre
responsidle for performing audics vhich test the various departzents’
adoption of and compliance with the Order’'s requirements into their
departmental practices and/or procedures as prescibed in this Plan.
Also, IA will coordinate their audit coverage vith the external suditors
80 that duplicate work can be avoided.

4.28 The Order provides specific guidance for external suditors as it
relates to reporting to the FCC. The Order states: “After Commission
approval of a carrier's cost sllocation manual, such carrier shall, on an
annual basis, file the report of an independent suditor attesting that:
(1) the cost system in place in the company reflects the company's cost
manual requirements; and (2) the cost allocations performed in aceordance
vith that system ars ths product of accurate methods. The level of
attest assurance shall be an examinastion leading to a positive opinion
and shall include:

NOTICE: Not for use or disclosurs outside the BellSouth
s . Corporation except under vritten agreement.
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a) A compliance reviev attesting that a costing system is in place
in the company which appropriately reflects the company's cost
sanval and that the results furnished in any required reports
to this Commission are an accurate reflection of the data
produced by the cost systen. This reviev need not test data
sources for accuracy byt wvould comment on the ressonableness of
such data sources in providing cesting informacien.

b) An {dentification of underlying data sources and the proviszion
of: (1) an evaluation of the criticality and materiality of
each data source to the results of the cost allocation report.
(2) a vorkplan describing the activities and esctimated hours
required to express s positive opinioen on the reliability of
sach data source; and (J) a description of the major data
sources selected for examination. 7This selection would
consider such factors as msteriality, length of time since the
last reviev, changes that have been made in the systes and
cverall assessment of vulnerabilicty.

c) An examination of the data sources selected.

4.29 The independent auvdictor's raport filec with this Commission shall
include:

a) The scope of the wvork conducted, specifying the items axamined
and the extent of the examination.

b) The auditor's conclusion as to vhether the actual methods and
procedures implemented and performed by the cempany conform
with the objectives, approach and procedures described in the
cost manual.

c) Any material exceptions or qualifications the suditor may have
identifying the adequacy of the procedurss.

d) Any limications of scope imposed on the auditer by the company
or other circumstances vhich could have an impact on the
suditor's opinion,

e) A statexment that the Attestation Standards have been fully met
during the examination.”

4,30 In addition, the Order states "...all contracts for the provisien
of attestation services must contain the following provisioen:

The parties to this contract recognize that the attestatien sudit
contracted for i{s a requirement mandated by the Federal
Communications Commission (FCC) to assist in the monitoring and
enforcement of the FCC's cost allocation requirements. The parties
also scknovliedge that the FCC has determined that FCC staff access

416 NOTICE: Mot for use or disclosure outside the BellSouth
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to the auditor's vorkpapers 1is esseatial to the FCL's satisfaction ~
of its monitoring and enforcement responsibilities. Accordingly, in

the svent of an FCC staff audit, che carriar to be sudited and the
avditor Rereby expressly agree to provide FCC staff scceas to

suditor vorkpapers prepared in connection with she execution e¢f this
contract.”

4.3] Because of these specific requirements regarding the vork of
external auditors, it is the responsibility of BSC Comptrollers to ensyre
the engagement letter and all other contracts for services regarding the
Order comply with these requirements.

5. MONITORING
A. COST ALLOCATIOR RESULTS - FINANCIAL

$.01 Conecyrrent vith the application of the Order’s requirements, the
FCC bas provided that regulated carriers begin automated reporting of
regulated and nonregulated cost allocation results in mid 1988 (CC Dockst
Ro. $6=182). Thersfore, BSC Comptrellers, with input from SB and SCB
Comptrollers, has the primary responsibilicy for monitoring and reperting
the cost allocation results to the FCC. Also, BSC Financial Management,
with input from the Budget groups in SB and SCB, vill bde responsible for
monitoring and coordinating cost allocatien results for internal
management purposes. In 1987, the Part X Budgets Task Forcs will
develop detaliled methodologies to bdudget and track regulated and
nonregulated smounts. S$B and SCB Budgets, vith input frem BSC Financial
Management, will be responaible for maintaining the integrity of these
procedures in 1988 and thereafter.

B. COE/OSP ACTUAL VS FORECASTED RESULIS

$,02 For contrel purposes, the collection of actual usage datas for
comparison with forecasted data must not be done by the same organization
responsible for the forecast. In addition, the analysis of actual versus
forecasted results gust not be done by sither the organizatioen
responsible for the forscast or the organization(s) charged with dacta
collection,

5.03 Tvo (2) major types of data collection must be done. If the cost
pool being tracked is line relatad (e.g., terminations), the data

should be available {n varicus BSS Financial Systems data bases.
Consequently, the organization responsible for collecting this data is
BSS Financial Syscems. 1f the cost pool baing tracked is usage

related, (e.g. svitching equipment) the data must be developed by
eraffic studies. Since the jurisdictional separations process requires
traffic studies, the nonregulated usage data can be collectad along vith
the regulatsd usage data. Consequently, the collection of usage related
data shall be prepared by traffic separations persomnel. In SCB these
perscnnel are in Revenue Requirements and in SB they are in Comptrollers.

RNOTICE: Not fbr use or disclosure ocutside the BellSeouth
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$.04 The analysis of actual vs. forecasted results should be performed
by the SB Comptrollers Forecasting and Operations Budget group and SCB
Financiasl Anslysis and Budget group. The results of this analysis
should de communicated to BSS Marketing, SB and SCB Necverk and
Comptrollers departments. Specifically, the Comptrollers in BSC, SB and
SCB stould receive the results of this analysis on & Quarterly basis. It
the resulzs indicate that remedial action (s required, SB and SCB
Comptrollers should calculate the adjustment and inform the appropriate
parties in BSC, BSS, SB and SCB.

€. INCIDENTAL ACTIVITIES

$.05 The Order prescribes that revenues from incidental activities (as
discussed in the Special Considerations section of this Plan) in the
aggregate cannot exceed lX of total teliephone company revenues. To
ensure that this ceiling is not exceeded, an annual study of incidental
activities will be conducted by SB and SCB Comptroller‘'s Corporate
Reports offices. This study vill be conducted during the last quarter of
each vear and vill entail a reviev of all incidental activicties listed in
the CAM. 1f nev incidental activities have been approved or are in the
petitioning stage, their associated revenues should azlso be included in
the 1% test. The results of this scudy should be forwvarded to BSC
Comptrollers for evaluation and potential FCC action,

5.06 To cemply with the nen line-of-business requirements in the Ordar,
the Product Management Coumcil (PMC) should reaviev all incidental
sctivities identified in cthe CAM during the first gQuarcer of sach year to
ensure that each activity listed does not qQualify as a line-of-business.
Prior to this evaluation, SB and SCBR Comptrollers vill send each member
of the PMC e list of the current incidencal activities, along with
line-of-business guidelines to evaluate the activities. All activities
that no longer qualify as incidental should be reported to ESC
Comptrollers for evaluation and potantial FCC actien.

D. IIME REPORTIRNG

$.07 Compliance with the Order's time reporting requirements sust be
monitored within esch individusl organization in BSS, SB and SCB ({.e.
Netvork, Marketing, Comptrollers, Legal, Financial Systems, etc.).

Since the accuracy of time reporting vill receive close scrutiny by FCC
auditors, it is imperative that all organizations monitor the adequacy
and accuracy of reported time, and take {mmediate corrective action vhen
pecessary. In addition, the Internal Auditing organizations of BSS, SB
and SCB should include tests to sees that time reporting is being
monitored as prescribed by this Plan.

NOTICE: MNot for use or disclosure outside the BellSouth
: Corporation except under vritten agreement.
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6. COST MANUAL UPDAIES
A. GERERAL

6.01 The BellSouth CAM was filed vith the FCC on August 12, 1937.
Among other things, its cencents Included:

a) A description of each of SB and SCB's nonregulated activities.

b) A list ef incidentsl activities offered by SB and SCB, and
Justification for treating them as such.

¢) A chart showing all corporate affiliates.

d) A statement for each affiliate describing the nature, terms and
frequency of their transactions wich 5B and SCB.

¢) TFor each Part 32 account and subaccount, detafled
specifications of the cost categories to vhich amounts in the
acecount or subaccount will be assigned and the basis on vhich
the cost catesgory vill be apportioned.

f) A section describing the pesitive and exception time reporting
systems used in BellSouth. Included in the descriptions is an
explanation of hov nonproductive time {s treated in sach
system.

B. CIRCUMSTARCES REQUIRIRG FORMAL UPDATES
§.02 Incidental Activitigg - The CAM must be updated to include

additiona to and deletions from the list of incidental activities
identified in the CAM. Notification of changes te this list must be
forvarded to BSC Comptrollers for evaluation and potential revision to
the CAM for submigssion to the FCC.

6.03 Affiliates - At least three (3) circumstances would necessitate a
revision to the CAM wvith regard to affilisted transactions. They are:

a) The addition of nev affiliates,
®) The daletion of current affiliates, and

¢) A substantial change in the nature of business conducced by an
affiliace with SB and SCB.

6.04 The Secretary of B3SC has the responsibility of providing additions
to snd deletions from the list of BellSouch affiliaszes to BSC
Comptrollers on a quarterly basis. Also, the Contract Administration
groups in SB and SCB are responsidle for informing BSC Cemptrollers of
significant changes in billing activity betveen $B, $CB and their
aonregulated affiliates on a quarterly basis. BSC Comptrollers will
reviev the changes and revise the CAM for submission to the FCC if
necessary.

NOTICE: HNot for use or disclosu:e outside the BellSouth
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6.05 Coat Popls - In the event that additional cost Pools are required
or existing tost pools are eliminated, the CAM must be revisged and
submitted to the FCC for approval. As discussed in the Cost Allocation
ssction of this Plan, it will be the responsibility of BSS Comptrollers
to evaluate the need for cost pool changes and communicate vith BSC, SB
and SCB Cseptroilers. BSC Comptrollers will consider upda:a- to the CAM
and submission te the FCC,

6.06 BellSouth i{s taking the position that vhen an existing cost pool
is dissggregated for the purpose of achieving a greater degree of
accuracy, and cthe underlying methodology is not changed, then submissicn
for approval to the FCC will not be required. For example, if a cost
pool that is being allocated to regulated and nonregulated activities
based on total salaries and vages is disaggregrated {nto numerous cost
pools that vill be allocated based on Plant Specific, Corporate, etc...
salaries and vages, then the CAM will not be revised. 7This
disaggregation has merely achieved a higher degree of accuracy, and the
underlying methodology for allecation has not changed.

6.07 Time Reporting - Should a substantive change iz time reporting
procedures be required from those delineated {n the CAM, it would be the
responsibility of BSS Financial Systems to make appropriate changes to
the procedures. Additionally, BSC Comptrollers should be notified of
these changes by BSS Financial Systems, then updates to the CAM will be .
considered for submission to the FCC.

6.08 All changes that necessitate an update to the CAM vill receive the
same disctribution and comment cycle within BellSouth as other FCC docket
Datters.

KOTICE: Not for use or disclosure outside the BellSouth
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PART X

2ZCIOMAL STEEZRIRG COMOTIEL

—JURCTIORAL AREA —RAME IIILE

1. Committee Chairman P. E. Casey Comptroller

2. Comptrollers - BSE B. R. Brever Comptroller

3. Separations - BSS R. T. Burns AVP

4. Real Estate - BSS €. C. Cadenhead AVP - Real Estate Mgmt. &

Staff

S. Comptrollers - BSS R. T. Bishep Comptroller

6. Financial Systams - BSS B. B. Davidson AVP - Financial Systems

7. Retwerk -~ SCB C. M. Goodson AVP -~ Netvork Engineering

8. Lines of Business - BSS J. R. Green AVP - Lines of Business

9. Retvork SB J. €. Lane AVP = Inginsering

10. Comptrollers - 3CB W. J. Lester/ Asst, Cemptreller & Chief
G. L. Cochran ::::f.Chief Accountant

11. Pricing - BSS J. E. Edbers Director - Pricing

12. Netvork - BSS D. W. Jones AVP - Netvork Planning

13. 1SS -~ BSS E. C. Skinner AVP - Information Resources

14. Comptrollers - SB W. 5. Reid Oper. Mgr. ~ Regulstory Aff.

15. Regulatory -~ BSS A. K. Price AVP = Regulatory Matters

16. Marketing Operations & J. W. Dye AVP

Developmsent = 2SS
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ALLOCATION/SEPARATION FLOW OF
REGULATED AND NONREGULATED COSTS

PART X FLOW JURISDICTIONAL

SEPARATIONS
Company
Books
Separstions
{Pant 38)
lato
Cest Cost Regu
Alloestion Acetng e
Procedures Systom U
Nmn.uu
cau
intrastate intersiate
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Appendix D

TIME REPORTING
Insroduction to Time Reporting

“his section c¢f the Manual iacludes a description of the positive
and exception time reporting syastems used in BellSouth. Ilncluded in
the descriptions is an explanation of how nomproductive tims is
treated in sach systes. The treatment of time reporting for
Marketing is also explained in thia section. The maximum time
reporting increment is one hour for all exception or positive time
reporting employees.

Pesisive Time Revorsing (PTR)

The BellSouth operating telephone companies, Seuth Central Bell and
Southern Bell, use positive time reperting (PIR) to classify costs
to the appropriate Part 32 account, apportion costs betveen
regulated and nonregulated activities, and to pay employees. PIR
employees are composed of plant occupational, reporting engineers,
and premises sales. Plant and engineering employees are reguired to
report their time on a positive basis decause the cost is &
significant part of plant construction and maintenance expendituras,
and the vork performed cannot be predicted accurately snough to
preassign their costs. Sales personnel report their time in order
to assign their coszts to products and services, and betvemn
Tegulated and nonregulated services and activities.

EIR - Plant Occupational Emplovees

Empleoyees in this group perform all functions associated with
installing, repairing, and maintaining the telecommunications
netvork. The employses in this group are almost exclusively
nonmanagement. 7They are required to repert 100X of their time, both
productive and nonproductive. The supervisors and clerical support
do not report their time, but their costs are included in the final
charges to the accounts reported by the plant occupational forces,
as explained in the End of Month Procesaing Section.

Time categorized as “"classified productive” is reported to various
accounts and fisld codes and represents time spent verking on plant
facilities. Time spent attending meetings, training, reading
practices, etc., 13 categorized as "unclaasifisd productive”.
Nonproductive time reported includes: sickness, union activities,
excused time, vacations, ete.

Inployees in this category prepare time reports each day. Completed
time reports must be revieved and approved dy the smployse's
supervisor bdefore being entersd into the time reporcting system.

Once entered, the reports are subjected to a series of sdits vhich

NOTICE: Not for use or disclosurs outside the lellsbu:h
Corporation except under vVritten asgresment.

424 Page 1

FOINOGH 894326



validate the information reported. The tims reporting systes
validates the reported account, authorizacion number vhen
applicable, social security number, ete. Any errors found in the
reported data are identified and an error report is transmitted to
the originactor. The errors are corrected and the report is
resubmiteed.

The time reporting system accumulates the data reported on a weekly,
biveekly and monthly baszis. It also generates reports which are
distributed to the managers of the plant occupational verk fores.
These reports are revieved to determine if the employeses are
reporting their time accurately and if the vork force is being
deployed in the most efficient manner possible.

EIR - Reporting Engineers

Employees in this catagory are those vho design and engineer the
telecommunications netvork, beth central office and outside plant.
Imployees in this greup are those vho do the actual engineering.

The direct supervisors of these employees and their clerical support
do not time report, but their costs are included in the final
charges to the accounts the engineers report, as explained in the
End of Month Processing Section.

Time reports are submitted weekly. The reports ares revieved and
approved by the supervisor before encering the data into the time
reporting systaa.

Time reported dy this group is also divided betveen productive and
nonproductive. "Classified productive” time {ncludes that time
spent agtually engineering the netwverk.

Time spent attanding meetings, training, budget vork, ete., is
categorized as “unclassified productive". Other time is classified
as nonproductive and includes sickness, excused time, vacations, etc,

The time reporting system performs essentially the sane edits on the
data reportad by the angineers as those made on the plant employee
time reperts. [Irrors are raturned for correction and reprocessing
before the end of month processing dbegins.

Zach vesk reports are generated vhich summarize all of the reports
submitted. These reports are returned to area panagement for
reviev. The supervisors verify the asccuracy of the data entered and
ensure that the engineering staff i{s deployed in the most efficlent

Danner.

PIR - End of Month Processing for Plant Occupational Emplovess and
Reporzing Enginssrs

At the end of each moenth, the acceunting system accumulates all the
hours reported by the engineers and plant occupational employees.

NOTICE: RNot for-une or disclosure outside the BellSouth
Corporation except under vritten agreement.
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Rext, the total cost asscciated with the productive time reported byve=
the engineers and occupational plant employees, plus their clerical
support and direct supervision, are accumulated and divided by the
total preductive hours to develop a cost per productive hour.

The acecounting system then distributes the dollars asscociated wvith
classified productive time tc the accounts reported by the time
ceparting emplovees in the same proportion as they wvere reported in
che month just ended.

The costs assoclated wvith the time reported to the unclassified
productive and nonproductive categories listed above are charged to
plant and engineering adaministrative expanse, Accounts 6534 and 6%3%
respectively. These costs will be apportioned as prescrided {n the
Cost Apportionment Tables.

EIR - Prenises Sales Emplovees

Employees assigned to this category are those vho make premises
vigits tc customers for the purpose of selling telephons company
products and services. The productive functions performed by
emplovees assigned to this category imclude:

1. determining individual customer needs;

2. development and presentation of customar proposals;
3. sales order preparation and bhandling;

4, coordination required to install service;

5. preparation of sales records and reports.

Employess assigned to this category may sell both regulated and
ponregulated products and services. These employees are assigned
ucique reporting codes that assign all of their costs to a common
cost pool. These costs vwill then de split betveen regulated and
noarsgulated based on the reporting of all productive activities by
these emplovees into the Account Planning System (APS). The
discributicn of these sales employeas' salariess and other expenses
betveen regulated and nonregulated vill be in the same proportion as
the time reported to APS. Therefore, both categories of service
receive the proper share of productive and nonproductive costs.
Within APS each product and service offered by the telephene
companies is assigned s product code. Each product code is

" designated as either regulated or nonregulated. Imployees report
the time spent vorking on esach customer’'s sccount to the applicable

product codes.

NOTICE: Not for use or disclosure outside the BellSouth
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APS provides a documentad trail of the contact betvesn the sales
employee and the customer and time spent on the sceount. Included
in APS output reports is informacion such as: identification of the
sales employee, the customer, date of the contact, length of time
spent on each product code, and other general informatiem. APS
collects all the information reported by the sales persomnsl and
generates various monthly suzmaries of hov the time vas reperted.
Included in these reports is information shoving vhat percentage of
tize vas spent by the employee on regulated versus nonrsgulated
products and services. The supervisor is responsidble for reviewing
the APS reports vith the ezployes to ensure all productive time has
been reported accurately. Steps vill be taken to correct any
reports deterained to be inaccurate. Both the employee and
supervisor must sign the report attesting to its accuracy. All time
reported by Marketing personnel in esch state is summarized to
obtain the total productive hours charged to regulated and
nonregulated product codes, and each category's percentage of the
total iz then used to directly attridute all premises sales costs to
Tegulated and nonregulated activicies.

Becsuse the entire cost pocl is attributed betwveen regulated and
nonregulated based on the reported productive hours, the regulated
and nonregulated lines of business will be treated fairly with
respect to the apporticnment of nonproductive costs included in the
cost pool.

Each month the supervisor will aasure that the amployses who report
their productive time through the APS are the same employees vho
charge their costs to this cost pool. This will assure the
integrity of the costs being charged to the cost pool.

All premises sales supervision and clerical suppert costs vill de
pooled as & common cost and vill bDe apportioned between regulated
and nonregulated using the Marketing Allccater,

4dll of the above procedures are subject to audit by doth the
internal and external auditors. Such revievs provide controls and
safeguards vhich ansure that time reported by these employeaes is
consistent and reliabile. ,

Training vill be given te all sales personnel te familiarize them
with the raguirements imposed on marketing eaployees by the Order in
CC Docket No. 86-111. In addition, all APS summaries, plus any.
other contact logs, calendars, ete., vhich have been generated, will
be retained for at least one year for audit reviev. This will
satisfy the same requirements imposed on ATET in the ATET Accouncing

Plan Ogder.
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g : \ng (ETR) - -

Inployees who fall into this categery are those vhose vork
assignments are relatively stable and predictable. These
characzeristics, therefore, enable the time of these smployees to be
presssigned to specific function and accoynt codes. When employees
in thiszs category work on tasks vhich are not chargeable to their
preassigned function or account code, they Tust repert the
applicable code(s). Exmployees report these exceptions as they occur.

ETR employess fall into one of three catsgories:

CaZ. 1 Those whe spend 100X of their time on rc;ula:ld
activities

CAT. 2 These who spend 100% of their time on nonregulaced
activities

Cat. 3 Those who spend time on both regulated and
nonregulated activicies.

Employees in categories ] and 2 will bde sssigned reporting codes
that i{dentify all of their time (both productive and nonproductive)
to either regulated or nonregulated activitias., These employses are
required to exception report their time and voucherable expensss,
vhen applicable. For example, if these employees spend an hour or
more on an activity to vhich they are not presssigned, they will
exception report the time spent on the different asctivity. The
exception time report must be approved by the employess's supervisor
before being submitted to the time reporting system. After the
exception report has been processed, a datail of the exception
report is generated by the time reporting system and i{s returned to
the supervisor for verification and approval. These summaries are
retained for one year.

Employees in category 3 vill be assigned reporting codes vhich will
attribute all of their productive and nonproductive time betwvesn
regulated and nonregulated activities on a percentage dasis. 7The
percentages assigned vill be determined by the activities assigned
to the individuals and hov these employess spend their time on the
job, TFor example, a product spanager vhe vorks on product
developoent for both regulated and nomregulsted products might be
sasigned 60% to regulated and 40% to nuaregulated. All productive
and ponproductive time vould be aplit 60/40 betvesn the tvo service
categories auromatically. Occasions may arise vhen esployees in
this group find it necessary to exception report. For exasple, 1f
an employes spant a tvo veek peried in training on A nev
nonregulated service, the salary and voucheradle expenses incurred
during those two weeks would be charged to that category. The
balance would be split according to the predetermined percentagas.

The rationale for the percentages will be documented and retained by
ths smployes's supervisor,

NOTICE: Not for use or disclesure cutside the BsllSouth
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Some of the exceptions reported may be categorized as nonproductive
tize. The nonproductive time categories reported by EIR employeas
are the same as those reported by PIR employees. ' The cost of
nonproductive time of EIR amployees vill be apportionsd betwveen
regulated and nonregulated activities by applying & loading rate for
nonproductive cost to productive time reported to these cost
oblectives through the EIR system.

Exception Time Reporsing For Marketing

ETIR wvill be used by emplioyees who charge time and expenses to the
following accounts, which have been defined as marketing or {nclude
some marketing costs.

™ o

* Product Management
* Product Advertisement
s Customer Services

e External Relations

All costs incutrred by Product Manasgement and Product Advertisement
are categorized as Markating. Only certain functions within the
Customer Service and External Relation accounts are defined as
Marketing. Separate cost pools have Deen estadlished to distinguish
betveen marketing and nonmarketing costs in these sccounts. These
pools will be allocated as prescribed in the Cost Apportionment
Tables.

Enplovees Assigned To Product Managsment And Product Advertising

Enployses sssigned to these categories perform the majority of
parketing staff functions, Included in these categories are:
Competitive Analysis, Product and Service Identification and
Specificacion, Test Marketing, Planning, Life Cycle Analysis,
Pricing Analysis, Identification and Establishment of Distributien
Channels, Developing and Implementing Promotional Strategies to
Stimulate Product and Service Sales, etec.

It is anticipated that the above personnel will be assigned 100% to
either regulsted or nonregulated services. Hovever, if the amount
of an employee's exception reporting reaches 10% of the total
available vork time, the employee's predetermined sssignments on the
payroll file vill be revised to reflect the vay time is actually

being reported.

All employees in Product Management and Advertising will be
retrained on the time reporting system. They will also bDe trained
on the policy issues regarding marketing costs contained in the
order in CC Docket No. 86-111. All nev employees hired after

NOTICE: Not for use or disclosure outside the BellSouth
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January 1 vill receive the aame treining. The percentags —
assigrments to regulated and/or nonregulated will be incorporated

into the guarterly reviev process. Any revisions regquired wvhich ars
idencified during this reviev wvill be made immediataly.

Any exception time reports will be reviewdd and approved by

pansgement before being processed. After the reports ars submitted,

the time reporting system generates a detajiled summary of the

exception time reports vhich is returned to the supervisor for
verification and approval. These summaries are retalinea for one

year.

Enplovees Assigned To Customer Service Activities

Ezployees assigned to this category vork in the operating telephone
companiss Business Offices, Residence Offices, Interexchange Carrier
Service Centers, and Public Telephone Office. The wvork thess
esployees perform includes:

. initiating customer service orders and - cords;
O maintaining customer accounts;

° collecting and investigating customer accounts, including
treatnent for nonpayment;

® colleccing and reporting pay station receipts;

U processing public telephone commissions; and

e instructing cusstomers in the use of products and services.
° initiating sales of customer products and services.

The services that employeses in this category perfors are & mixture
of regulated and nonregulated. Becguse the reporting intervals are
so short and frequent, it is {mpractical to require these smployees
to report each activity to either the regulated or nonregulated cost
objective. Therefore, customer service smployeeas vill be assigned
job function codes vhich assign both the productive and
nonproductive costs of the functions they perform to pools in
Accounts 6512 and 6623. They will then be allocated detveen
regulated and nonregulated sctivities based on the methodology
contained in the Cost Apportionment Tablss,

Emplovees Assigned To Exsernal Relations Activities

" Employees in this category work on a vide variety of activities.
Tmctions perforumed in External Relations include maintaining
relations vith faderal and state regulatory agencies, other

NOTICE: Not for use or disclosure outside the BellSeuth
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companies, and the general publice, "nique functicn codes will be S
assigned to those activities vhich are marketing related. Costs
charged to these unique function codes will be apportioned detveesn

- regulated and nonregulated activities by applying the Marketing
Allocator as defined in the Cost Apportionment Tables.

Meshods Used To Train Emplovees On How To Time Report

Current methods for teaching sccurate cime reporting in the
BellScuth operating telephone companies include a network composed
of the Mechanized Time Reporzing (MIR) User Suppert Staff and
Departmental MIE Coordinators appointed by each Department to serve
45 & lizison betvesn the User Support Staff and the MIR User
Commumity.

In conjunction with the MIR Systems Staff, the User Suppert Staff is
primarily responsible for developing, maintaining, and distribucing
time reporting procedures. As subject matter experts, the MIR
Systems Staff wvorks closely vwith the User Support Staff to develop
and ensure successful implementation of all time reporting
procedures. Time reporting procedures developed by the User Suppoert
Staff must be approved by the appropriate members of the MIR Systems
Staff.

Departmental MIR Coordinators are trained by mesmbers of the User
Support Staff prior to training of employees within their respactive
departments. Coordinaters' training sessions consist of a general
overviev of the Mechanized Time Reporting System and in-depth
coverage of all time reporting input procedures and the importance
of segregating regulated time free ncaregulated. All tipe reporting
forms contain detailed instructions for completing sach section of
the form. The most commonly used time reporting codes are alse
contained on the form for essy refersnce.

Upon completion of training, Departmental MIR Coordinators are
required to provide similar training sessions and follow=up training
for their respective departments to ensure that the company’s time
reporting objective is met.

Materials used in MIR training sessions may consist of the following:

i MIR Input Procedures - Provide step by step instructicns for
all functions related to the keying of MIR input reports. TIhe
Input Procedures also provide an explanation of the online and
offline errors currently issued in the MIR system. :

¢ Mechanized Time Reporting Procedures (MIR Book) - Serve as a
detailed reference manual for all employees reporting time
and/or labor information. All reportable codes are provided in
the MIR Book. Also included are instructions for reporting
regulated and monregulated acttivities,

NOTICE: Not for use or disclosure outside the BellSouth
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C Job Alds - Provide quick reference to materials contained in
the MIR Book. Job Aids are produced for ease in completing MIR
time and laboer reperting forms.

To assist the MIR User Support Staff as well as the Departmental MTR
Coordinators, a Fayroll Office MIR Coordinator from each area ancd
Company Headquarters is svailable to help ansver gquestions and
resolve problems associated with time reporting. Most of the
Payroll Office MIR Coordinators are also Payroll Office Supervisors
and have an excellent background in tize reporting procedures.
Although the Payroll Office MIR Coordinaters are not directly
involved in training Departmental MIR Coordinators, they may be
called upon to assist in the training process vhen needed.

This network of support personnel wvorks very effectively in
providing the training necessary to ensure accurate time reporting.

Monitoring And Reinforcing Accurate Time Reporting

Both BellSouth operating telephone companies use a cozbination of
manual and mechanized procedures to monitor and reinforce accurate
time reporting. Each i{s explained bealow,.

Mechanized

The MIR System provides extensive online and offline eadits to
poniter and reinforce accurate time reporting.

When data is keyed, the MIR systems pesform online edits on the
infoermation that has been entered. If errors are detected, an error
message and error code vill appear on the screen and the dats
attagpting to be entered is rejected. (For example: MRO41D -
Invalid payroll code.) The keyer is responsibdle for correcting the
information in error and re-entering the data. In most instances,
the online error massages provide enough informatien for the keyer
to quickly corrsct the information in arror. For more difficult
error correction, the MIR Input Procedures manual contains a
complete explanation of the MIR online errors and a corrective
course of action for those errors.

Additional edits are performed in the MIR offline processing each
night. If errors are detected by the MIR offline programs, error
codes are produced and formatted onto an error report. This report
is produced daily and transmitted to printers at the input
locations. Each imput location is responsible for reviswing ths
error listing and following the appropriate steps to correct the
errors that sppear on the report. The MIR Input Procedures manual
also contains & list of the MIR offline errors and corresctive
courses of action required to correct the informatiom iun cilor.

_IDTICE: RNot for'ulg or disclosure outside the 3ellSouth
Corporation except under written agreesent.
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Hanual

The information on time reporting systems output reperts provide
additionsl reinforcemen: for the online and offline edits performed
by the MIR System to ensure accurate time reporting. These output
Teports allov supervisors to more closely monitor the payroll and
1sbor information that has been collected and processed for
employses reporting directly to them. As part of the verificatien
process, each supervisor is respensible for revieving, signing, and
dating the payroll reports produced for their employees. Part of
this reviev process is to ensure the smployees have properly charged
their time to regulated and noaregulated codes. If discrepancies
are detected, the supervisor must ensure that the appropriate
corrective actions are taken. After verificacion, the MIR payroll
reports are retained for the time period specified on each reporc.
These reports must be retained for s minimum period of one year.

NOTICE: Not for use or disclosure outsids the Belldouth
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STATE REPORTING REQUIREMENTS

PERTAINING TO NONREGUaATED ACTIVITIES ~ -
REPORTING
SIAIZ REQUIREMENTS
ALABAMA None to Date
FLORIDA Noenregulated activities not conducted

in separste sudsidiaries require an
scecounting plan requesting waiver.

CEORGIA Nene to Date
FENTUCKY Kone to Date
LOUISIARA ©  Kone to Date
MISSISSIPPI None to Date
RORTE CAROLIRA None to Date

SOUTH CAROLIRA Asset transfars from regulated to
. nonregulated entities require & filing.

TERNESSEE Rone to Date

NOTICE: Not for use or disclosure outside the 3eliSouth
Corporation except under vritten agreement.
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Appendix T

GLOSSARY

Affilisted compgnies - companies that directly or indirectly through one
or more intermediaries, conzrol or are controlled dy, or are under eennon

eontrol with, the accounting company.

Allccation - Distribution or assignment of costs to a cost pool or a
final cost objective (e.g., regulated and nonregulated) bdased on a
quantifiable measure of activity (e.g., value of investaent).

Apporzionment ~ Any distridbution of costs to the regulated and
nonregulated cost objectives (i.e. assignment, attribution or
allecatien).

Atzest Audit (for Part 64 purposes only) - Confirmation by an independent
auditor, verifying the carrier {s in compliance with the cost allocation
and accounting rules required dy the FCC. All Tier 1 telephone operating
companies vould be subject to this process. This positve assurance sudit
vould examine the following:

1) 7The cost systexm in place reflects the company‘'s cost sanual
requirements; and

2) The cost allocations performed are in accordance with that
system and are the product of accurate methods.

- The process of passing title to property sither to or
from an affilliated encicy.

Budget - Statement of short term (i.s., one year) fipancial and
statistical plans for an organization, as vell as & "benchmark" for
measuresent of financisl and statistical performance throughout the
year. It represents both a financisl planning and control toel.

Central Office Eaquipment - Equipment used in svitching, controlling,
deriving, opsrating, conditioning and testing commmmicatien channels. It

includes enly sgquipment located {n company ovned buildings or rented

QUATtErS oD OF nhear custoper's pramises. The equipment is installed in
centralized locations such as centrsl office buildings, toll wire center
buildings, repeater duildings, repeater huts and veatherproof housings.

Common Cogts - Overhead costs not attributable to any particular
category (i.e., regulated or nonregulatsd) and vhich do not vary
significantly with changes in volume. These ares referred to as
mnasiributable costs in the CAM. Examples include corporate general
and administrative costs vhich service both regulated and annrcgnlntod
activities.

NOTICE: HNot for use or disclesure outside the BellSouth
Corporation excspt under vrittiea sgresaent.
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Gontrol - the possession directly or indirectly, of the pover to direct
or csuse the direction of the management and policies of a company,
vhether such powver i{s exercised through one or more intermediary
companies, or alone, or in conjunction with, or pursuant te an agreement
with, one or more other companies, and wvhether such pover i{s established
through & majority or minority ownership or voting of securities, common
directors, officers, or stockholders, voting trusts, holding trusts,
affiliated companies, contract, or any other direct or indirsct maans.

Cogts - Amount of resources, measursd in financial terms, expended to
achieve & final odbjective, such as the liabilicy incurred in purchasing a
svitch to provide basic telecozpunications service. '

Lozt Pool ~ Accumulation of costs inte functionsl groupings based on the
relationship of those costs to cost objectives (e.g., services,
organizational units). Cost pools are cost accoumting tools which
sizplify the cost assignment process by enabling one cost assignment step
te replace vhat wvould othervise be numerous cost assignment steps if such
assignment vere performed individually for each accoumt. '

Lrosy Subgidv - Improper financial sssistance provided to ons entity
€¢service) by another.

Dizecs Assignment - Denctes an exclusive relationship between the source
and the intermediate and/or end objective. Costs can bde directly
assigned to a pool and/or directly assigned to regulated or nontegulated
cost objectives.

- Costs of facilities or components vhich can be
specifically assigned to a business activity on a cost-causative basis.

Directly Asgignable - Cost of rascurces used axclusively to provide

either regulated or nonregulated activities.

Rirectlv Attributable - Cost of shared resources ussd to provide bdoth

regulated and nonregulated activities that can be apportioned using
direct seasures of cost causation.

Disagsresation - Decomposition of & USOA account into its original cost
components and/or lever, more detailed catagories of cost. For sxasple,
the breakdown of marketing sxpsnse into sales and marketing support.

IException Time Reporting - An employee's time is determined to be

dedicated, the majority of time, to one or more activities in which he is
normally engaged. The employet actively reports only the time spent on
activities that depart frozm the norm.

Expsnse - The costs that are consumed in the process of producing
revanue. Expenses are outflows or other using up of assets or
i{ncurrences of liasbilities (or a comdination of both) during a peried to
carry out activities that constitute an enterprise's ongoing operstions.

NOTICE: Not for uss or disclosure outside the BellSeuth
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Facilities « Facilities are the equipment Tequired to provide
communication transaission batveen two end offices. Inctluded ars
interoffice circuit and outside plant investment and all tandem svitching
investaent. .

Fair Market Value - The amount of cash that could be received by
disposing of an asse: on the open market. Fair market value does not
represent a discressed sales price, It assumed continuity of the
snterprise and the dispoesal transaction occurring in the normel course of

business.

= Method of allocating all costs
betveen regulated and nonregulated services. Costs with gither a direct
or indirect causal link to regulated or nonregulated activities are
directly assigned to the appropriate activity. Remasining costs vill be
apportioned betveen regulated and nonregulated activities. Cost
causational attridutional facters vill de used vhenever possible, and
those common costa that are not attributable to any specific service are
discvributed 2n the basis of a general allecator.

General Allogcator - Discribution factor for all expenses vhich cannot be
allocated on a cost-causative basis. It i{s computed by calculating the
ratio of all previously assigned and attributed (to regulated and
nenregulated) axpenses.

Incidencal Activitigs - Activities that are an outgrovth of regulated
operations but vhich are not tariffed. The FCC specifies that the
aggregate revenue for incidental activities must not exceed one percant
af a company's total revenues. It als¢ must be & non-line-of-business
activity and traditionally treated as incidental by the company.

Indirect Costs - Although not specifically attached te or caused by one
product, indirect costs are identifiadle as contributing to the cost of
producing & service or product. Indirect costs are jointly caused by
several cost objectives or preducts, such as depreciation on the shared
facilities of a cantral office.

Indirsctly Attributable - Cost of ashared resources used to provide both
regulated and nonregulated activities vhich reguire an indirect

{surrogate) measure of cest csusaticn in order to relate the costs to the
final cost obdbjective.

Inysatment - An expenditurs to acquire property yielding income or
aervices.

Mazket Price - The price at vhich a product is sold en the open market,
This information can be obtained, for sxample, by consulting price
catalogs, by soliciting bdids, or by surveying published data on completed
market transactions.

- Residual sarketing costs are allocated to
regulated and nonregulated cost objectives on the dasis of all previously
assigned and attridbuted (to regulated and monregulated) marksting
expenses. B . :

NOTICE: Not for use or disclosure outside the BellSouth
Corporation except under vritien agressent.
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Basvork Model - Refers to the methods and procedures used to apportion
the cost of netvork investment tO cost pools vithin sach account (e.g.
special cost studies used to assign switching investment to cost pools).

Nopregulated - Preemptively deregulated activities and activitiss naever
subject to regulacien.

Qutside Plant - Investment in loop and facilities outside of telephone
buildings.

Positive Time Revorting - Method used by certain esployees to i{dentify

and capture time spent for all vork activities on a daily basis. 4All
activities performed during the day are recorded into standard tise

increments.

- An estimate of cost based on a forecast level of
cost and activity.

= The paxizum level of usage of an investment
over its planned 11!0.'

Regulated - All activities that are classified as common carrier
communications for Title Il purposes. _

Residusl Expense - This is the amount remaining in an account or cost
poel after previous assignments and attridutions have occurred.

Streamline Regulation - Activities vhich have been identified by the FCC
as varranting decresased regulation.

Time Reporting - This method is used to identify and assign time vorked
by snployees on diffarent vork activitiass.

Iraffic linits - These ars the basic measurements through vhich the
capacity of central office and outside plant components are defined
(e.g., seconds of use, volume of messages, volume of sttempts). This
telfR encompasses & diveras set of measurements.

Inattributable - Cost of resources, shared betvesn regulated and
aonregulated activities, for vhich no causal relationship exists. These
costs are sccumulsted and allocated to both regulated and nonrsgulated
services through the use of a general allocater.

USOA Books of Account - Those asccounts vhich are specified in Part 32 of
the Federal Communications Commission Rules and Regulations governing the
accounting of telephone companies.

NOTICE: HNot for use or disclosure outside the BellSouth
Corporation except under vritten agreement.
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-APFROVAL LETTER- Item No. 6-016

Attachment XIIX
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-

BELLSOUTH QZADOUART!RS COST APPORTIONMENT

Executive Instructions No. 10 is revised in its entirety. It has been divided
into three sections that document BellSouth policy in regards to the FCC Joint
Cost Crder. The sections are:

Section 1 - BellSouth Headquarters Cost Apportionment
Section 2 - Corporate Functions Cost Assignment
Section 3 - Project Billing

In addition, detailed procedures to carry out the policy have been resoved from
the Executive Instructions and documented in BellSouth Administrative Practices.

The major changes include:

(1) Departmental Overheads are established to allocate costs that
cannot be directly associated vith one function but are in support
of all functions.

{2) All Corporate Function Codes are assigned CX as the first tvo
characters of the code.

(3) The annual reviev of the Cost Assignment Forms is changed froms the
fourth quarter to the second quarter.

Questions regarding this revision should be referred to Harry Babbit
404-249-2945) or Mary Fitzgerald (404-249-30035}).

) A
RECOMMENDED: k?&i\¢»3-‘ Y

Vice President and ptroller

Dnte:__;jr’ils"f/

Filing Instructions: Resove the folloving: Insert the attached:
£.1. No. 10, Section 1 Pages 1-1/ Pages .-
E.I. No. !0, Section 2 NA Pages 1-4
£.1. No. 10, Section 3 NA - Pages 1-3'
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1. GENERAL

1.01 This Instruction defines the policies regarding the identification,
collection, allocation and billing of costs incurred by BellSouth Beadquarters
to the subsidiaries of BellSouth Corporation specified in Executive Instructions
No. I, Exhibit B. The purpose of aach section in this Instruction is as

follovs:

a. Section 1 - To specify the methodology esployed to apportion
BellSouth’s costs in a fully distributed manner, consistent vith the
joint costing and affiliated transactions requirements of Parts 32 and
64 of the Federal Communications Commission’s (FCC) rules and
regulations.

b. Section 2 - To define corporate functions costs and describe the
process used to bill these costs.

‘¢. Section 3 - To define projects and the process used to bill project
costs.

1.02 BellSouth Headquarters (BellSouth) incurs costs on its ovn behalf and
on behalf of its subsidiaries as a result of parforming its ovnership
responsibilities. Executive Instructions No. 1 defines the BellSouth
Headquarters entity and details its various functions and duties. Additionally,
BellSouth provides non-affiliated entities limited access to certain internmal,
but shared services provided to its affiliates. Costs incurred by BellSouth
result from 3 variety of activities such as, engaging in corporate oversight
responsibilities, performing general support functions for subsidiaries,
performing incidental contracted vork for non-affiliated entities, or performing
specific serviceas, on a discretionary basis for the subsidiaries. Based on the
nature of the expense, costs incurred at BellSouth vill either be retained at
BellSouth or billed to the subsidiaries through the Corporate Functions Cost

Assignment and/or Project Billing Systems.

1.03 The BellSouth Headquarters cost apportionment process has been
developed to collect, allocate and bill costs vhich result from BellSouth’s
operations. These procedures vere developed considering generally accepted
accounting principles (GAAP), regulatory accounting practices, aanagesent
information needs, and budgeting control requirements. The Corporate Functions
Cost Assignment System vas developed to properly separate, sssign and bill to
the subsidiaries those costs associated vith the support of their general vork
functions. Likevise, the Project Billing System vas developed to properly

440
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2.0% In discussing this methodology, the Order characterizes the costs of
resources as being either directly assignable or common costs. "Directly
assignable” costs are the costs of those resources that are used exclusively for
a specific activity (e.g. regulated or nonregulated activity in a Tegulated
carrier). "Common costs” are the costs of resources vhich cannot be directly
assigned to a specific activity.

2.06 The xmethodolegy used ' assign BellSouth’s common zosts ‘o the proper
subsidiary depends on vhether the cost can be directly or indirectly attributed
to a specific activity, or is unattributable, as defined delow.

a. Costs of resources are directly attributable if direct measures of cost
causation exist. An exampIe o% direct attribution is the vages of time
reporting employees performing vork for tvo or more subsidiaries. Since
the time reports provide us vith the ability to tell hov much of the -
employee’s time vas spent vorking on each subsidiary, ve consider this
a direct measure of cost causation.

b. Costs of resources are indirectly attributable if an indirect measure
of cost causation must be used because a direct seasure does not exist.
An exasple of indirect attribution is the apportionment of a non-tisme
reporting supervisor’s salary to tvo or more subsidiaries based on the
vages of employees supervised. Since the supervisory function does not
lend itself to time reporting, ve have no direct means for deteramining
hov its costs should be billed to each subsidiary. Ve can indirectly
determine the amount by using the vages of the people that are
;upcrvised as a basis for sllocating the cost of the supervisory
unction.

c. Costs of shared assets and resources are unattributable vhen no direct
or indirect measures of cost causation exist. 1Ihe saiary of the Chief
Executive Officer vould be an example of an unattributable cost.
Unattributable marketing costs vill be allocated to the subsidiaries on
the basis of each subsidiary’s total marketing expenses as a percent of
the total of all subsidiaries’ marketing expenses. The proper
allocation of these costs necessitates that the subsidiaries identify
and report all marketing expenses on a consistent basis, as defined by

the FCC. Unattributable non-marketing costs vill be apportioned based
on appropriate allocators as defined in BellSouth Administrative

Practice 010-002-001.

2.07 In assigning costs to the subsidiaries, the folloving hierarchy aust be
adhered to:

a. Vhenever possible, costs should be directly assigned to the subsidiary.

b. ‘Comnon costs should be allocated as follovs:

1.) Common costs are to be allocated based upon direct attributioen,
vhenever possible.

2.) Vhen direct attribution is not possible, common costs shall be
allocated based upon indirect attribution.

3.) Vhen neither direct hor indirect measures of cost causation can be
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CONTENTS
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EXEIBITS
A. COST ASSIGNMENT PORM .....ccvcecenccccnss testacasasencrvransanssnscens &
1. DEFINITIONS
1.01 Corporate services are defined as those responsibilities specifically

identified in the Cost Allocation Agreements betveen BellSouth Besdquarters and
the subsidiaries. Included are both "natural” holding company functions
(oversight) and those designated as such by policy or Corporate management.
Corporate services not specifically identified in the Cost Allocation Agreesent
must be accounted for as project services (see Paragraph &) until the Cost
Allocation Agreement is asended to include the function.

1.02 Other definitions vhich vill be helpful in understanding the Corporate
Services Cost Assignment System are:

a. Corpoerate Ssarvices Manager: The district employee responsible for
timely and accurate completion of the Cost Assignment Forms (Exhibit A)
vithin his/her respective district. Specific responsibilities of the
Corporate Services Manager are to:

1.) prepare, obtain approval of and submit Cost Assignment Forms on a
timely basis,

2.) monitor the vork activities of the employees vithin the group to
ensure the accuracy of allocation methodologies, and

d.) ensure time and expense reporting activities, e.g., use of
Corporate Function Codes (CX), are folloved to ensure the propet

assignment of costs.

b. Corporate Services Administrator: The BSHQ Corporate Accounting
district’'s employee responsible for administration of the Corporate
Functions Cost Assignment Systes. This employee vill:

1.) ensure that the Corporate Services Cost Assignment Systes is

properly configured based on the detailed methodology information
prepared by the Corporate Accounting Standards District, and

2.) assign Corporate Functien Codes (CX), after approval by the

442 | Corporate Acceunting Standards District.
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accomplished by assigning a Corporate Functien Code (CX) to the non-homogeneous
function and instructing the appropriate employees to use this code in
conjunction vith their responsibility code vhen reporting their time and
expenses. This CX cods may be used to permanently assign e fixed percentage of
an employee’s time to the function (via a payroll change report) or it may be
used on an exception basis. For employee and sundry expenses, the code should

be reported in the "PROJECT" column in the Classification Detail section of the
voucher. If the entity is above the district level, a unique “adainistrative”
responsibility code vill be assigned to facilitate aliocation.

3.03 The information reported on the Cost Assignment Form vill be used as
the basis for establishing the corporate functions allocstion methedelogy
associasted vith each administrative entity on the Corporate Services Cost
Assignment System. A separate fora is required for each unique responsibilicy

code.

3.04 Annually, at a minisym, BellSouth Comptrollers vill request a reviev of
the cost allocation methodology by the departments and a reviav of the
percentage of the departmant’'s time allocated to administrative time. At this
time, nev Cost Assignaent Forms must be approved and submitted to the Corporate
Accounting Standards District. This vill generally be done during the second
quarter of the year. In addition, vhenever a nev responsibility code is :
established, a Cost Assignment Form vill be required so that the proper
allocation methodoliogy can be established vithin the Corporate Services Cost
Assignment Systes. See BAP 010-002-001 for details. If at any time during the
year, 3 significant change occurs vithin an administrative unit that affects the
subsidiary allocation methodology being used, immediate submission of an updated
Cost assignment Form vill be required.

3.05 Corporate service costs are billed to the subsidiaries one month in
arrears. The necessary detail of services provided vill be reflected on the
subsidiary bill to allov the proper classification and journalization of these
costs by the subsidiary in accordance vith Part 32 and in order to facilitate
the assignment of costs under Part 64.
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1. PROJECT BILLING
1.01 Projects are services vhich are performed by the BellSouth departments

either at the direction of a subsidiary, the direction of BallSouth Corporate
Managesent or in conjunction vith a service provided to a non-affiliate; and,
due to the nature of the task, require special cost identification and billing
considerations. Generally, projects are associated vith services that are not
identified in the Cost Allocation Agreement. Depending on the sanner in vhich a
project originates, it vill be classified as:

8. Subsidiary Funded (PS): Services performed by BellSouth at the request
of suhsii*ary sanagenent vhich produce specific beanefits for the
subsidiary requesting the service.

b. BellSouth Funded Projects (PB): Services pecformed by BellSouth vhere
assignaent of costs to an affiliated entity vould not be appropriate.
A BellSouth Funded Project, as an example, vould be used to identify
research and pre-incorporated operational expenses of a nev venture.
BellSouth Funded Projects vhich ultimately produce benefits for one or
more subsidiaries may be reclassified to the benefiting entity through
the Corporate Functions Cost Assignment Systes by assigning a Corporate
Function Code to these costs.

c. Cost Identification (PC): Projects designed to perform a specific cost

entification purpose. Cost Identification projects are not true
billing projects as defined in Paragraph 1.01, but are actually
Company costs for vhich detailed tracking is desired e.g., Employee
Security Partnership costs that are not project billed but need to de
identified. Assigning a project nusber to these costs is simply a
means of facilitating the tracking process. For cost assignment
purposes, these costs are allocated to the subsidiaries based on the
corporate function cost assignment methodology. '

d. Non-Affiliated Billing (PN): Costs vhich result from the contracting
by BeliSouth vith non-affiliated parties to perfors specific services
on behalf of the non-affliacte for vhich full reimbursement is to be
obtained. A contract sust alvays be present betveen BellSouth and the
benefiting party for a PN Project to be established. The provisions of
Executive Instructions No. 2 must be adhered to prior to the

444 establishsent of this project. :
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1.03 Each departmsent is responsible for establishing projects, selecting
Project Managers. and negotiating, vhen necessary, vith both affiliated and
non-affiliated entities for all projects planned.

1.04 ‘Costs accumulated under a nev venture’s BellSouth Funded project number
sust be approved by the CPC before billing to the subsidiary can take place.

1.05 Project billing is the only means of collecting cost for billing to
BellSouth entities not parties to the Cost Allocation Agreesent and non-

affiliacted entities.

1.06 All projects require either approval papers or a Memo Authorization
Form. Procedures and forams for establishing e project are found in BellSouth
Administrative Procedures (BAP) 010-003-001.
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Questions or concerns should be directed to Ken Mory, Corporate
Manager (BSC), (404) 249-3026 or Pat Casey, Comptroller (BSC) (404).

249-2900. ]
Attachments s
COPY TO: R. T. Bishop
B. R. Braver
R. T. Burns
C. C. Cadenhesad
6. L. Cochran
B. B. Davidson
J. W. Dye )
J. E. Ebbert
C. M., Goodsen
J. R. Grean
D. W. Jones
J. C. Lane
W. J. Lester
A. K. Price
W. 5. Reld
C, W, Shewbridge, IIl
E. €. Skinner
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