
5 

c 





.' .- 

I :. ' iT  

,. >_.. . . 

2 <'. , .< .- .- . ~ ~ _ . I  b j . .  

.-.e ,- 

r 

.- .. 

. .  . - .. 

CAM 6 
DOCKET NO. 9 2 0 2 6 0 - T L  
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Request: A - 

B -  

c -  

Southern Bell Tel. 6 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 
(11) Bellsouth 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. 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, 

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

B. 

1993. 

C. 

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

Date Provided: October 15, 1993 
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- SET B 

REVIEW OF 

COST ALLOCATION PROCESS 

Audit WorkDlan Crow Reference: 

Procedure WOrkDllDer 

ll.A.3. A 2 - 2 A  

II.C.1. A2-2c 
ll.C.2. A2-2c 
III.C.1 A2-3c 
lll.C.2 A2-3c 

II.B.2. A2-28 

III.D.l. through 5. A2-3D 
V.A.1. through 11. A2-5A 
V.B.A. through 7. A2-58 
V.D.l. through 3. A2-5D 
V.E.1. through 4. A2-5E 
V.F.l. through 4. A2 - 5F 
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SBtXIOH 2 C m p ~ d L  A c c m h -  
DESCRIPTION OF CORPORATE FUNCCIOIPS 
1. 

2. 

3. 
4. 

SBtXIrn 3 
COST CAUSATIVE CORPORATE FUNCTIONS ASSICNHENT HETEOOOLOGT: 
1. Headquarters Allocator - 100% 

On an exception basis, via exception tiae reporting or hard coded8 
2. 
3. CXWl Southern Bell 
d .  CX0002 South Central Bell 
5. CX0003 BellSouth Enterprises 

SBCnoN 4 
RATIONALE SUPPORTING METRODOLOCTl 
1. 

OVIDED TO ENTITIES1 
Provides traditional accounting services functions, such u intercompany 
billing (Readquarters 6 "flov through"), corporate books, and disbursements. 
Compiles Corporate Financial raportr from subridiary data transmiasions for 
BellSouth Corporation. 
Provides mechanization support for BSBP Comptrollers. 
Provide. support for Affiliated Accounting Vitneas. 

***- 11--*11.*1..--*----***9---11--.*.----9,.*.------.-----...***.---.***- 

/ 

CX0012 BellSouth R u m  Resources Administration 

-11.1-*1------**11-.---11-1---9--*-*-9---**-.=*----*=---=****--**,-,-----*---.--9*.= 

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. 
CX codes are used on an exception basis. 2. 

SHCnoN 5 
DESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF): 
PS8315 - Capital Funding Inc. Accounting Services 

~ 1 1 9 1 1 1 * * * ~ . ~ 1 * * 1 * 1 ~ ~ * ~ ~ ~ ~ * ~ ~ * ~ , ~ ~ . ~ * ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ . . ~ ~ ~ ~ 9 ~ ~ ~ . . 9 9 ~ . ~ * ~ ~ ~ ~ * . * ~ ~ ~ ~ . *  
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s m o l i  2 
DESCRIPTION OF CORPORATE PUNCZIOISS PROVIDED TO m I T I E S r  
1. Server as BSC Affiliated Interest Vitnesa on behalf of BellSouth 

Telecommunications (BST) before the State public utility conisriona. 
2. Coordinates vith interdepartmental repreacntativea and ragularory staffs to 

collect and distribute data for BellSouth Eeadquartera. 
3. Performa investigations, ~141yre1, and ongoing monitoring of affiliate 

intereat irruer concerning BellSouth Readquartera and nonregulated 
subaidiarie8. 

4. Provides information on BellSouth Uttera to BST regulatory personnel. 

smow 3 
COST CAUSATXVB CORPORATE PUNCPIONS ASSICNMMT NETEODOLOCT: 

SBCTIOR 4 
RATIONALB SUPPORTING m E O D O u x i l :  
Services are provided on behalf of BST concerning BellSouth Beadquarterr M d  
other BellSouth entities. 

SKCrIoEI 5 
DESCRIPTION OF SBRVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PP): Nons 

-1,-1,.1,--1,1111-11----------,,----,,------.------------------,~,---~~~,~,~~~~~ 

100% BST 
1- 1.11,1-11,11--11-.9,----111----------,.-------90------~.-~.~----... 

1 - - 1 1 - 1 1 1 1 , 1 1 - 1 ~ 1 1 1 1 - ~ - - , ~ , ~ ~ , ~ - - - ~ ~ ~ ~ - - . - , - - o - - - - - ~ ~ ~ ~ ~ ~ ~ ~ - ~ ~ ~ ~ ~ ~ ~ ~ ~ . 9 ~ ~ ~ ~ ~ ~ ~ g g  
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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 w i t h  governmental taxing requirements for BellSouth 
Corporation and BSDC. 

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 research, necessary to comply with all 
requirements of governmental taxing authorities and to meet financial 
reporting responsibilities for specific companies. 

13 
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BXLLSOUTR EUDQubRTBRs 
COST ASSI- FORH 

SECPION 2 
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: 

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

I----------------I---11--1--1------11------------------------------------------------- 

SECPION 3 
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT KETEOWLOCY: 

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

__=__I_I_-__-____________I___I__III___ye---------------------------------------- 

SECPION 4 
RATIONALE SUPPORTING HETEOWLOGY: 

This group has a Corporate vide focus. 
most accurately sends,the costs to our subsidiaries. 

Allocating based on operating expenses 

---1---11--1---1---1-1---1------------------"------------------------------=------ 

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

SBCPION 7 
' RECOKKENDED: DATE: 6 /2j-/F- 

4 ,  

TITLE: Operatqons Kanager - Consol Operations 
APPROVED: 2 7  P V  DATE: f.: - ! ' 3 r / c  L 

TITLE: ,sr AL: 5'; RC: h,73/00 ' 4 5 '  
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SECTION 1 
DEPARTMENT: or”. p w  EFFECTIVE D A T E : W ! q z  

DIVISION/DISTRICT: Strat. RESPONSIBILITY CODE: -0 

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

SECTION 2 
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: 
Stra teg ic  pr imary and secondary marketing research i n  suppor t  o f  e n t i t y  planning 
e f f o r t s  . 
L ib ra ry  resources f o r  a l l  BellSouth companies. 

=-------------=-------------------=----=-------------------------=------.------ 

--------.-----=-----11-----1--------1-------=------------==---==------------- 

SECTION 3 
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT HETEOWLOGY: 

The costs should be assigned on the general a l l oca to r .  

SECTION 4 
RATIONALE SUPPORTING METEODOLOGY: 
Functions performed bene f i t  the e n t i r e  Corporation. 
r e l a t i o n s h i p  between expenses incurred-and du t i es  performed ex is ts .  

No cos t  caus f t i ve  

None 

TITLE: Operation 

APPROVED: DATE: Id&% 
n 0 
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BELLSOUTE HEIu)(IU- 
COST ASSIQWBWI FORM 

None 
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"'7 
Cora. Plnq. EFFECTIVE DATE: 1217192 

DIVISION/DISTRICT: Qch. plnq. RESPONSIBILITY CODE: mfj 

SECl'ION 3 
COST CAUSATIVE CORPORATE FUNCTIONS ASSICNIIENT HETBOWioGY: 
The costs should be assigned on the general a l loca tor .  
=1111---=--1------1--I--------------------=------=-----=-----------..-----------. 

SECTION 4 
RATIONALE SUPPORTING ~ O W L O G Y :  

Functions performed benef i t  the e n t i r e  Corporation. 
expenses incurred and dut ies performed exists.  

No cost causit ive between 

TITLE: Operation= 

APPROVED: DATE: / & / P / f l  

2 0  





Z C  q-solo 
I 

SECTION 2 
DESCRIPTION TE 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.annua1 events, i.e. Shareholders' 
Meeting and BellSouth Classic. 

SECTION 4 
RATIONALE SUPPORTING METHODOLOGY: 

SECTION 5 
DESCRIPTION OF 

PN6212 
PS2796 
PS0479 
PS6229 
PS8292 
PS8294 
PS8295 
PS8305 
PS8310 
PS8314 
PS8344 
PS8347 
PS9434 
P 140 

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

Bellcore 
Executive Protection for BellSouth Enterprises 
Sunlink Corporation 
BellSouth Information Systems, Inc. - 
BellSouth Advertising 6 publishing Corporation 
BellSouth Enterprises, InC. 
BellSouth Mobility Inc 
Stevens Graphics, Inc. 
BellSouth DC 
sellsouth International, Inc. 
Berry Network, Inc. 
TechSouth, Inc. 
Mobile Communications Corporation of America 
BellSauth Advanced Networks, InC. (C - 0 6 c) 

2 2  
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SECTION 2 
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: 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 cornpanyes intellectual property rights against 
others, and negotiate and draft license agreements, nondisclosure agreements 
and other related documents. 

COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT HETAODOLOGY: 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; 

Handle all lawsuits 

............................................................................ 
SECTION 3 

arge 302 through general allocator. 
_1~11~~1___~~11~1____----111--1--111--11------------------------------------ 

SECTION 4 
RATIONALE SUPPORTING HETHODOLOGY: Trademarks and patents developed by 
the BellSouth companies will be owned by BellSouth Corporation and the 
advice given to subsidiary companies 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 (PSI EN, PF): 

None 

SECTION 6 
DESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB): Assist in the 
acquisition process by providing intellectual property advice regarding due 
diligence matters. 

~1~~~1~_~1~~~~~~1~___-------~-----~~~----------------------------------------- 

__1_______1--__-----____I____________I__------------- 

( Q - b b S )  

29 



SECTION 2 
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO 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 100I to 
BellSouth Telecommunications, Inc. on the basis of actual time and allocate 
on the basis of investment. 

uUECTION 4 
RATIONALE SUPPORTING METHODOLOGY: My legal services are rendered in one of 
two ways: 
inures to regulated and non-regulated business as provided above; and 

method of determining basis for allocation. 

_-________-1_______1_________I__________--------o--------------------------- 

111111111-,~,~1111~1~~~~~,~~~~~~0,,,-----------,-------------------------- 

(1) directly on behalf of BellSouth Corporation which benefit 

(2) to the regulated companies in which case 

30 
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SSCTION 3 
COST CAUSAnVE CORPORATE FUNITIONS ASSIGNhENT MEI'HODOMGY: 
1 0 0 1 - G M W W ~ O r  

SECTION 5 
DESCRFKION OF SERVI(zs PROVIDED ON A BILLING BASIS (PS. PN, PF) : 

nrn 
SECTION 6 
DESCRFKION OF SERVICES NOT CfiARGEABLE TO SUBSIDURIES (PB): 
M F J O M ( O d . ~ ~ ( P B O U * n d i m o c I H r n d * ) d k d b b b y h p ~ i b r k r s ~ ~  ( P s o o m ) ( n p y I . d W  
u. OM M u y a n d  OM rbwlnan). - G o & * >  
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F , 7 d  z \ r  rvr-.p,ItL. ( 6 - W l )  

17 c 7 1  41 0 , 7 1  v z o  ( L - d s )  

-L, 7 1  V I O  r a C  * s c * p  & / ,mdr4  &w) 

4 e * b b  7, 
i 5 S C  4 2, 7 b 4 , 2 \  5sr b , z s q . i l l  (L-o,,) 

= O N 2  7 * q 1 o  
DESCRIPTION OF CORPORATE PUN(;RONS PROVIDKD TO -TIES: 

Provision of staff support activities concerning budgets, buainesr and strategic 
plans, human resources and comptrollers interface and adminiatration of the 
BellSouth Federal Political Action Committee. 
-..--1-----1.1-1--11----=------=9-----------.------9------------=--,---g---g-g 

SECl'ION 3 
COST CAUSATIVE CORPOUTE FUNCTIONS ASSIQWENT HETBODOf.OGY: 

Same as R. L. HcGuirc - composite of direct reports ( W A  staff) 

RATIONALE SUPPORTING HETEODOLOGY: 

Provides administrative support for entire Governmental Affairs staff 



SxJPIoN 5 
DESCRIPTION OF SERVICZS PXWIDED ON A p17(3sEcT BIILWS BASIS (E, FN, PF): 

Nol le  



,cn/\r - 5 2 8  10'7- r3sr; ~7~ a s € . ;  no?- d k !  CA; 57.64 
/r c Tsar0 (4J-A -2 75sc f-=t,140 nsl- dIro,SSo 

:ECTION 2 
)ESCRIPTION OF CORPORATE FUNCCIONS PROVIDED TO ENTITIES: Provide Financial 
lanagement support for BST Advertising. Provide direction f o r  BSC Advertising. 
,ssist in advertising coordination for all Bellsouth entities. 
====a=-- --== 
8ECTION 3 
'OST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY: 
For BST Advertising Financial Management (10%) 
For BSE Advertising (5%) 
For BSC Advertising (85%) - 80% marketing general: 52 general 

.ECTION 4 
,ATIONALE SUPPORTING METHODOLOGY: 
' 

I- other costs are allocable to all subsidiaries. 
nses in support of EST and BSE viil be charged to Advertising. 

I 
:ECTION 5 
IESCRIPTION OF SERVICES PROVIDED ON A PROJECT BILLING BASIS (PS, PN, PF): 

. ~ = ~ = = - - = P 3 = - - - - - - - ~ ~ -  -Pe-==cIP.aD- 

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

36 



K C  750 t l  A A a c ~ s ~ -  d 
SECTION 2 
)ESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Provide Financial 
Ianagement support for BST Advertising. Assist coordination 
I f  advertising for all BellSouth entities. 

SECTION 3 
:OST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHObLOGY: 

- _-- - - - - - = - P P p  

-For BST Advertising Financial Management costs(902) 
-For BSE Advertising support(5%)- 52 marketing general 
.For BSC Advertising (52) - 2 1/22 marketing: 2 1/22 general -- :==--==---= __ 
lECTION 4 
ULTIONALE SUPPORTING METHODOLOGY: 
: 
,i- other costs are allocable to all subsidiaries. 

nses in support of BST and BSE will be charged to Advertising. 

===-13UPDPPI--=PPP==----~=---I rr 

ECTION 5 
IESCRIPTION OF SERVICES PROVIDED ON A PROJECT BIUING BASIS (PS, PN, PF): 

3 1  
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BELLSOUTH HEADQUARTERS 
COST ASSIGNXENT FORX 

=====-==--=======~=-------~- -A- -=-=-=-1lL-=== 

SECTION I 
DEPARTMENT: Public -ti ons EFFECTIVE DATE: 01/01/92 

DIVISION/DISTRICT: Advertisina RESPONSIBILITY CODE: 

TELE. NO. 249-2823 CORPORATE SERVICES MANAGER: V i n a e r  
HqSo12 

-- - ====i-sI=====n--pP- -- 
SECTION 2 : 
DESCRIPTION OF CORPORATE FUNCTIONS PROVIDED TO ENTITIES: Perform Advertising 
function for BSC. Assist in advertising coordination for all BallSouth entities 
==========-=--=--- 
JECTION 3 
2OST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT METHODOLOGY: 
-For BSC Advertising(95%) 902 marketing general: 51t general 
-For BSE Advertising support(52) 

SECTION 4 
UTIONALE SUPPORTING METHODOLOGY: 

of expenses in support of BSe and all BSE expenses will be charged to 
\o v ertising . 
d l  other costs are allocable to all subsidiaries. 

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

iECTION 5 I 

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

.==========---- --=-=-- =: 
'ECTION 6 
ESCRIPTION OF SERVICES NOT CHARGEABLE TO SUBSIDIARIES (PB): 

TITLE : 
APPROVED : DATE : +&-p . 

TITLE: &e ctor - Ad v e r t i s a  AL: 60 RC:&9- 
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BcllSouth Beadquarters 

ocihwnen-r: Public Relations trrc- MTC: 8-1-92 

o I v x r x o n / m ~ c r r  Headquarters . ~ S . ~ ~ I S I L X T X  W D L ~  H92050 

CDWOUZI SCIIVXL-IS IWIACLR~ Marsha K. Mock 
ocscu.rxon or commurc runcrxoas MIIDID xu ~ X T X U :  

Responsible for implementing and coordiMtlng employee comupications, 
the related activities of the Annual Meetlng of Shareholders. the 
BellSouth Classic, executive conferences, staff support for CEO. 
Board of Directors' candidates for membership and presentation on 
Corporate Governance matters as relates to all entities. 

-. IO. 249-2446 
-I _I 

---.--__.. I- 

COST CAUSATIVI CDUOMTL ?WCZIOSS USIO- ) ( m O D o m I I  

UTIDIULI SIJ??OlLTIBO RfllODOLeGY: 

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). 

_. ---- - 
OIScLI?TIDI or SImvxCIs ?mwxDro on A WmOJDcr mxX&I.o YJXS ips, ?ne prjs 
None. 
NOTE: 
"cost identification" project for the purpose of allocating back 
to BSEQ departments and applicable subsidiaries. 

All management conference costs are accumulated under a 

u u a x . r x o n  or SUVXN .01 QUOLUY TO BUDSIDYNZU in#: 

None. 

.~COIR.#D: Marsha K. Mock M: 7-15-92 
us 892040 

AWU0W.D: DUL: 7-15-92 
act E92000 

_uII 

43 
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LSflZ: 07/01/92 
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SECTION 1 
DEPARTMENT: Public Relations EFFECTIVE DATE: 07/01/92 

DIVISION/DISTRICT: CorporatedEducation Affairs RESPONSIBILITY CODE: B94100 

CORPORATE SERVICES MANAGER: Pat Villis TELE. NO. 249-2416 

SgcpIoIi 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. 
which provides financial support to education in the nine-state operating 
territory; oversees the director of education affairs; coordinates the Global 
Leaders program; and directs thC corporate contributions and membership 
programs. 

SEClIoN 3 
COST CAUSATIVE CORPORATE FUNCTIONS ASSIGNMENT HETBODOLOGY: 

11------11-----1-----111----1---------1-----=----,-----------=---==------------- 

Directs the BellSouth Foundation 

1 - - 1 1 = 1 1 1 = 1 1 1 1 1 1 = 1 1 1 - = ~ = ~ ~ ~ = ~ ~ = ~ ~ = = ~ = = = - = ~ ~ ~ ~ = = - ~ ~ = ~ - = ~ = ~ ~ ~ = = ~ ~ = = - - ~ = ~ ~ ~ - - ~ = = ~ - -  

DATE: 07/01/92 

48 
niw aim 
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m ~ ~ r m m r  Public Relations artrrm mi 8-1-92 
D x v m m n x m t z :  Eeadqrurters auronza- e o m  E94110 

COW mmm -II: Clarence O'hnner 

mamu or - -ar -DW sn -UI 
Mministration of BellSouth aponsorcd program dedic8tcd to 
improving public education in the aoutheast. using existing 
corporate resources. 

mu. m. 249-2829 

un- m m a ~ ~ m e  -OWLOIT: 

Services provided benefit all entfties. 
that would more accurately allocate services provided.) 

(No methodology identified 

49 F(IK16U 11717 
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034 
southern Bell Tel. 6 Tcl. Co. 
FPSC Docket NO. 920260-TL 
Audit 
Date: 06/29/93 
Amended Response 
Item No. 6-083 
Page 1 of 1 

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

B. If any of these costs were billed directly to BST 
during the calendar years ,1991 and 1992, please 
provide the annual amounts by account. Also please 
indicate whether any of these costs were classified as 
non-jurisdictional in the FIST or State General Ledger. 
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 e, 
Bellsouth Foundation are charged to the Be118 6 
Corporate and Educational Affairs Department undarr&C 
II94100. 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. 

B. 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 

51 
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Southern Bell Tal. 6 Tel. Co. 
FPSC Docket No. 920260-TL 
Audit 
Date: 06/29/93 
Amended Response to 
Item No. 6-060 
Page 1 of 2 

Request: A - 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; 

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

111. 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 Conventions, 
etc. ; 

IV. Sponsorships; 

VI. Corporate Image, Goodwill or Institutional 
V. Donations or charitable contributions; 

Advertising; 

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

C - Also, please indicate whether any of these costs were 
classified as non-jurisdictional in the EST 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 
follows: 

A. I. Yes, for business purposes. 
11. Yes, regarding coordination/administration of 

PedPAC ' e. 
111. BellSouth does not track entertainment costs as 

being incidental to specific activities. B8llSoUth- 
retains the costs of -1obbyhg 'm s+a&iviti6m 
associated with national politicalrconventions. 

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

V. Yes. 
VI. Yes. 

53 



Southern 8.11 Tal. & Tel. Co. 
PPSC Docket no. 920260-TL 
Audit 
Date: 06/29/93 
Amended Response to 
Item No. 6-060 
Page 2 of 2 

Response Continued: 

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

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

Date Provided: October 15, 1993 
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1990 

1. - Membershipa 
SoCialIImvim 

II. - fed Pac Admln. 

N. -s- 
v. - contrlbutkns 
VI. - A c l l m M g  

1991 

1. - Membnhip8 
S o d a l 6 S w ~ h  
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Southern Bell Tel. L Tel. Co. 
FPSC Docket No. 920260-TL 
Audit 
Date: 06/29/93 
Amended Response to 
Item No. 6-001 

Request: A - 

B -  

c -  

Response: A - 

Page 1 of 2 

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 b3sis. 

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. 

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

I. BST 
11. BSC-HQ 

IV. BSE-HQ 
111. BSC Consolidated (including all subsidiaries) 

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. 

The Company amends its response which was provided 
on July 14, 1993 as follows: 
Y, 
B - 

Last November, BST announced 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. 
BellSouth's agreement wSth the Communications 
Workers of America makes several programs available 
to represented employees affected by any resulting 
force imbalance. 

y' ....--., . .---- 
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Southern Bell Tel. L 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 - Following 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 
Project ion 1BS TL Projection fBSTi 

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 

56 



. .  . 

0 c 

YJm 
1(M 

€4 w 
a 0 1  
4151 
m 
am 
4643 



It- UO- 6-014 
Attachrent A 

THE BELLSOUTH C O W O M T I O N  
VOLUNTARY SE?AMTION INCOHE ?AY ?LAN 

SUHHARY ?LAN DESCRI?TION 



Tho BollSouth Corporation 
Voluntary Soparation Incomo Ply Plan 

summary Plan Doscription 

Tho voluntary Soparation Incomo Pay Plan (VSIPP) is dosiqnod for 
tortain managomont omployoos of paflicfpating companios whoso t o m  
of omploymont is 20  or mor. yoars, who oloct to voluntarily 
soparato from omploymont, and who moot tho standards sot by tho 
participating companios to provido managomont dovolopmantal 
opportunitios and to achiovo optimal torso balanco objoctivos. 

VSIPP providos oligiblo omployoos with a lump sum papont and a 
lla~itod ortonsion of modisa1 bonofits for uployoos not othorwisa 
oligiblo for oxtondod bonofits to oaso tho transition of voluntary 
soparation from omploymont. 

VSIPP is offoctivo m y  1, 1987 and applios to thoso oligiblo 
omployoos who mako a binding oloction during *A0 poriod from nay 
1, 1987 to July lS, 1987 to voluntarily soparato from omploymont 
and who voluntarily soparato from omploymont pursuant to VSIPP on 
or boforo Octobor 31, 1987. VSIPP also applios to cortain 
ranagomont omployoos o f  participating companios who oloct VSIPP 
bonofits and who voluntarily soparatod from omplopont undor othor 
ranagomont VOl~nt8ry soparation plans on or aftor January 1, 1987 
and prior to m y  1, 1907, or who havo oloetod prior to Xay 1, 1987 
to soparato undor suck a plan and who actually voluntarily 
soparato from somico on or boforo Octobor 31, 1987. 

59 nlw a4951 
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Voluntary soparation Xneantive Day Plan 

BollSouth Corporation 

-. Tho Voluntary Soparation Incontiva Pay Plan (VSIPP) 
is dorignod to provido a transition paymont to cortain managomant 
omp~oyoos of participating companios who olact to voluntarily 
soparato from s8mice und8r tho t o m s  of VSIPP and who moot 
standards 8ot by tho participating CompaniOS to achiova optimal 
forso balanca and provida for davOlopmant81 opportunitios. 
shall bo affoctivo nay I, 1987. 

VSIPP 

-. VSIPP is only availabla to 
*. uulovaas of narticinatine comnanios. Tho following arm tho 

pakfcipating- companios G d o r  k P P :  
- 

IllSOUth c 
~utharn Ba 
nath Cant2 
l11SOUth s 
111south L 
illSouth A 
Illsouth A 
mtharn Br 
~uth Contr 
IllSOUth I 
l1lSOUth 5 
lllS0Uth )I 

'rD 
.1 
I1 
I- 
Ita 
Ivr 
1vr 
.1 
L1 
1tr 
rst 
Bbi 

IC 

'I 
1 

I: 

I1 
,r 
I 
1 

ition 
..phoria and Talograph Company 
.l Tolaphona Company 
18 Incorporatod 
*ires, Ine. 
.sing C Publishing Corporation 
id Systms, Inc. 
pancad Systus, Inc. 
.1 Advancod Systus, Inc. 
Itional , Inc. 
I Tochnoloqy, Inc. 
:Y Inc 

Br 
SO 
sc 
84 
Ba 
Br 
Br 
sc 
sc 
Br 
Bd 
84 

DollSouth Infornation Systus, Inc. 
Sunlink Corporation 
BellSouth D.C., Inc. 
BollSouth Financial Semie.8 corporation 

w. You 8ro considorad a particip8nt and oligiblo 
to racoivo benefit8 undor VSIPP, subjoct to your 8atisfaction of 
a11 applicablo m&ndatory conditions to bonafit antitlomant 
doscribod in aLligibility for Bonofits* bolow, if you moot both of 
tha follavinq critori8: 

1. v. You must bo a roqular full-tima 
managomant uployoa of a participating company activaly at work or 
on a doparf..ntal laava not axcoadinq 30 day.. 
loavo of ab8onca (othor than a 30-day dopartnntal loava) and havo -ndatOr roturn r qhts prior to Novombor 1, 1987 or -0 rocoiving bonofits 
under tho Sicknos8 8nd Aecidont Dis8bility Plan, you m y  .rJca an 
olaction to aoparato from aarvica undor VSIPP but you vi11 not bo 
considarod a participant and oligiblo for VSIOP benofits, and your 
oloction vi11 bo disraqardod, unles8 you roturn to activo s o ~ i e a  
as a raqular full-tima mazagomont ugloyoo of a participating 

a 

If you aro on a 

roturn rights to roturn from loavo pursuant to thoso . 
z 

--- 
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company prior to tho 8qro.d upon soparation fron s o ~ ~ i e o  date. 
Corporrta officors in tho Exocutivo Componsatron Group 81. not 
aligiblo to p8eiCip8tO. 

2. -. You must havo complotod, or will 
comploto prior to your soparation from s o ~ i e o  undor VSIPP on or 
boforo Octobor 31, 1917, 20 yoars of omploynont with tho company. 
Your t o m  of omploymont will includo any such omploymont croditod 
undor t h o  Ponsion Plan's bridging rulos prwidod that such bridgo 
occurs prior to tho dato you soparato from sorvico undor VSIPP 
(your nsoparation dato"). 

participant, you will bo aliqiblo to rOCOiV0 VSIPP bonofits only 
undor tho following conditions. 

voluntarily soparato from SONICO undor VSIPP on tho form providod 
for this purposo, including tho roloaso includad as part of that 
form, to tho VSIPP ~dministrator for your participating company 
during t h o  poriob from Xay 1, 1987 through July 15, 1987. Tho 
VSIPP Administrators and thoir addrossos aro listod in tho "Plan 
Administrationm 80ction of t h i s  booklot. This oloction w i l l  
roquiro you to soparato from sorvico on or bofoto Octobor 31, 
1987, on a data to which you and your participating company may 
agroo, subject only to your ontitluont to rocoivo banofits undor 
2. bolow or your duonstration to tho satisfaction of tho 
BollSouth Vico Prosidant-Corporato Human Rosourcos that you should 
b. p0rmitt.d to rovoko your OlOCtiOn for good C8USO rOl8t.d to an 
unforosoon oxcoptional hardship. 

Y ?OR m. Assuming that YOU W 8 l i f y  8s 8 

1. L1.ction. You must dolivor a binding oloction to 

2. -. Your oloction to soparato from SONICO 
undor VSIPP W i l l  not bo 0ff.CtiVO u ? i l O S s  it IS 8CCOpt.d by your 
Q8rtiCip8ting company b8S.d upon its businoss noods r018t.d to 
manaqomont dovolopmont opportunitios and fore. planning. 
porticipatinq company datorrinoo that it cannot 8CCOpt all 
soparation from morvi~a oloctioru from your work organization 
bosod upon i t s  businoss noods as rol8t.d to fore0 b8hnCO 

a objoctivos and dOVOlOpmnt81 opportunitios, t h o  oloctions of tho 
p8rtiCipantS in such Organiz8tion which Will bo 8ccapt.d w i l l  bo 
dotorminod 001.1 
soparation oloct I ON of tho participants in thoso organizations 
which are not accopt.6 b8S.d on thoir torr of uploymont will ba 
disrogardod 8nd thoy will not bo raquirod to soparato from sorvico 
ond will not rouivo W I P P  bonofits. You should bo awaro that 
thoro u y  bo mom. organizations in a participating company for 
which no olactioru will bo accoptod basod on businoss noods. 

If your 

on tho lonqth of thoir t a m  of uploynont. Tho 

. 
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3 .  -om e a r v w .  YOU must actually 8OparitO 
from I O N I C .  on or boforo Octobor 31, 1987 on a dato to which YOU - 
and your participating company may aprao. 
oloction to soparata undor VSIPP, but prier to your actual 
saparation dato, your o m p l o ~ o n t  tarminatos by roason of doath. 
disability or tormination by your participating company for 
misconduct, your oloction to soparato undor VSIPP is automatically 
cancelod and you vi11 not bo oligiblo to rOCOiV0 VSIPP bonofits. 

and oligibi= bonofits abovo, you Will bo ontitlod to 
rocoivo t h o  follwing bonofits undor VSIPP. 

1. . You will rocoivo a lump sum 
papant oqu-lary rat. in oiioct as of your 
separation dato. For cortain sal08 up1Oy008 tho Basic Soparation 
&llovanco will consist of thoir annual base salary rat. plus thoir 
standard salos incantivo amount. 

2. Disrwnt m. In addition, i f ,  as of your 
soparation data, your torm of OmplOpOnt i8 at loart 30 yoars and 
you aro ago So or oldor but undor ago 55, you will rocoivo a lump 
sum papont .quat to tho prosont valuo of tho 38 pot yoar discount 
in your sorvice ponsion undor tho ponsion plan that i s  
attributablo to your soparation from aorvico prior to ago SS. 
This prosont valuo will bo dotominod basod upon your actual 
sorvico ponsion, tho UP-1984 Xortality Tablo and tho Pmnsion 
Donofit Guarantoo Corporation intorost rat0 for dotomining t h o  
prosont valuo of immodiato annuities from torainatod plans as in 
offoct on January 1, 1987. 

In no wont, hwovor, will your Ponsion Discount Allovanco oxcood 
your annual bas. salary rat. in offoct as of your soparation dat8. 

3. of G r m  C o v w .  If you aro 
oliqiblo for an immodiato sorvica ponsion undor tho Poruion Plan, 
you will bo oliqiblo for oxtondod rotiroo cworago under t h o  
Xodical Lxponsa and Dontal txponso Plans. 

If you aro not oliqiblo for an immodiato s o ~ i e o  ponsion 
undor tho Ponsion Plan, your Xodlcal txponso or Altornato Choico 
Plan will continuo undor VSIPP until you rocoivo othor group 
modical covorago or for a maximum of s ix  full months following tho 
ond of tho month in which you soparato from ~ONICO. Tho paymont 

for activo uployoom. Thoroforo, for owuplo, i f  you aro covorod 
undor an Altomato Choico Plan, m y  difforonco in pruiums t i . . . ,  
OXCOs8 amount w o r  What t h o  company pay.) Will bo billad tO YOU 
and must bo paid by you. 

If rft8r making an 

Y=pp . If you moot t h o  conditions for participation 

Of tho80 p r u f u u  undOr VSIPP Vi11 bo -do on tho 8- basis a8 
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You also w i l l  bo givon tho oloction undor ?odor81 Law (nllod 
tho Consolidatod Omnibus Budgot Roconeiliation A c t  of 198s or 
mCOBRA”), 8ppliClblO to all omployoos who torminato omploymont 
after 1986. ts continuo your Vision Car. Plan or D0nt.l txponso 
Plan eovoraqo for 18 months, or oxtond your nodical Lxponso Plan 
o r  Altorn4to Choico Plan Covorago from tho 7th to tho 18th month, 
following your tormination of omploymont by paying 102a of tho 
monthly promium amount to tho C O W  administrator. 

4 .  -tom ma P a m .  You will bo furnishod in lato 
nav. 1987 or oarlv Juno. 1987 an omtimato of your Ponsion Discount ~. . ~ 

~ ~ o w a n c o  and ~oniion, assuming a July 31, i1i7 soparation dato. 

Tho dotormination and paymont of your actual Soparation 
Allowanco and, if 8pplie8bl0, POnSiOn Di8COunt AllOW8nC0, if YOU 
moot tho conditions for participation and oligibility for bonafits 
( ~ O V O ,  will bo mad0 within 30 d8yS Of your soparation data. 

YOU should bo 8W8rO that VSIPP lump m U I I  p8ymOntS 8rO SubjOCt 
to t h o  approprirto withholding Of fodoral, stat., lOC.1, and 
soc ia l  socurity (PICA) taros and aro roportod on IRP ?om W-2. 
rurthom~oro, 8 lump sUID paymont mad0 undor tho VSIPP h8S no OffOCt 
on any ponsion or othor bonofits to which you Say O t h 8 W i S O  bo 
ontitlod at tho t h o  of soparation. 
mRoductions or Offsets* -low.) 

RLRIpLoylILwT. In your oloction for VSIPP bonofits, you agroo 
not to apply for roomploymont w i t h  DellSouth Corporation or any 
affiliatod or subsidiary company or ontity. R~ovor’, i f  you 
8Op8r8tO from S O N ~ C O  undor VSIPP and aro ro-omployod by BollSouth 
Corporation or any 8ffilf8t.d or subsidiary company or ontity 4s 
an uployoo,  thon you vi11 bo roquirod to rofund to your 
participating company tho ontiro amount of your VSIPP soparation 
payaonts . 

If you tilo a claim or procooding of 
any kind rosulting from your soparation of omploymont, such 8s a 
W ~ r k o r ~ s  Componsation or omploymont discrlmination claim, your 
VSIPP soparation pay will bo roducod by tho amount of any .Ward or 
sottlomont from 8UCh claim, action or procooding. ?urthormoro, as 
doscribod in *Lliqibility for Donofits* abwo, you aro roquirod to 
sign a roloaso against 811 such c l a i u ,  actionm or procoodings as 
a condition to olocting VSIPP papent.. 

(So0 axcoption undor 

BfDUerrON OR o ? F * ~ &  

a 

r . 
BallSouth m y  vithhold VSIPP lump sum paymonts during -0 

pondoncy of any much claim, action or procooding until a final 
dotormination i s  madm and thon roduco your VSIPP lu8p sum payments 
in accotburco w i t h  any w a r d  or mottluont. 
ill. a clai., action or procooding againmt a participating or 
affiliatod company aftor rocoiving soparation pay undor VSIPP and 
you subsoquontly rocoivo an .Ward or sottluont, your 
mrticipating company u y r  

In addition, if you 

- *  . 
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- h8vo 8 lion on tho 8 w 8 r d  or sottlomont, to tho oxtont' 
pormittod by 8pplic8blo l 8 W ,  Up to tho 8mOUnt Of tho VSIPP lump 
SUIP p8mOnt8: Or 

- if no such lion is pormi8sibl0, roqufro you to ropay to tho 
company within 30 d8ys of rocoipt o f  any 8W8rd or sottlomont an 
amount .qual to such 8w8rd or s8ttlomont up to tho full 8mount of 
tho VSIPP lump sum payments. 

participating comp8ny bofoto Uiy 1, 1987 but on or 8ft.r 

P18n (WTAPn) or if prior to M y  1, 1987, your oloction to 
voluntarily sop~rato from sorvico of 8 p8rtiCip8ting company undor 

by U8y 1, 1987, you will bo ontitlod to Oloct to rocoivo 8 B8SiC 
Soparation AllW8nCO 8nd tho Ponsion Di8eount AllW8nCO undor 
VSIPP 8s doscribod in *VSIPP B0nofit8~ abovo by corploting tho 
Lloetion 8nd Ro10880 form, 8nd roturning it to your VSIPP 
COOrdin8tOr on or boforo July 15, 1987. Your Lloction will bo 
conmidorod with a11 othor t l o c t i o ~  s w i t t o d  if you soot tho 
roquiromont8 spocifiod in tho *Lligibility ?or Wnofitsn sostion 
of VSIPP. If your Eloction is accoptod, tho amount of your Basic 

in offoct a8 of your soparation d8to. Tho bonofit amount 80 

rocoivod, or 8ro ontitlod to rocoivo in tho futuro, undor UTAP. 

company aftor Nay 1, 1917 pursuant to +bo BallSouth Xanaqomont 
Pon8ion Pl8n 8nd do not rocoivo bonofits undor UTAP, you vi11 bo 
ontitlod to oloct to rocoivo 8 Basic Soparation Allwanco and tho 
Ponsion Discount Allw8nco undor VSIPP a8 doscribod in VSIPP 

roturning it to your VSIPP Coordinator on or boforo July 15, 1987. 
Your Lloction will b. conmidorod vith a11 othor tloctioru 
8ubmitt.d if you n o t  tho roquiromont8 spacifiod in tho 
nflipibility ?or knofit8* soction of VSIPP. If your Lloction is 
8ccoptod, tho amount of your Basic Soparation Allw8neo will bo 

soparation data. 

c o n d i w o r % i m i o  oligiblo to rocoivo VstPP 
bOnOfit8. Undor thoso condition.: 

J8nU8ry 1, 1987 undor tho U8n8qOmOnt Tt8MitiOn and A8Si8tanCO 

UTAP h88 boon 8CCOptOd by th8t Company but YOU h a v ~  not 8Opar8t.d 

SOpar8tiOn AllOW8nCO Vi11 bo b8S.d on your 8IUlU81 b880 S8l.W r8to 

dotom~inod Will bo roducod by tho mount O f  any p8pOnt8 you h8vo 

If YOU VOlunt8rily 8Op8r8tO fror 8 O N i C O  Of 8 p8rtfCip8tfnp 

Bonofitsn . b W O  by CollplOthq tho Lloction Urd ROl.880 fern, 8nd 

b88.d On YOUr 8TUlU.l b880 88l.W r8tO in OffOCt 88 Of your 

Tho soctions 8bovO doscribo tho 

1. You vi11 NOT bo oligiblo to participate in VSIPP if - you aro not 8 full-timo rogular oanagomont uployoo of 
8 participating corpmy: 

c -  
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- You are an officer in tho Lxocutivo Componsation 
Group; 

- You 8ro on 8 dis8bility bonofit or 8 h 8 v O  of 8bsence 
(othor than a 30-day dOp8rtmOnt81 1.8~0) on your sop8r8tion dato: 

- ?or purposos of tho n~poci81 Tr8nSiti038l Bonofitn 
doscribod abovo, you did not soparato from somico undor nTAP 
botwoon J8nu8ry 1, 1987 and Octobor 31, 1987. 

doscribod 8bov0, you did not sop8r8to from I O N i C o  undor tho 
bollsouth Han8gonont Ponsion Plan (without racoiving WTAP 
bonofits) botwoon Hay 1, 1987 and Octobor 31, 1987. 

oligiblo to rocoivo VSIPP bonofits i f  

organit8tion or you do not qu8lify for tho 8CCOptanCOS basod on 
your torn of omplopont. 

- You fail to dolivor your binding oloctlon, including 
tho roloaso, to your VSIPP Mministr8tor b.tvoon Hay 1, 1987 8nd 
July 15, 1987; 

in that oloction: 

prior to your 8gro.d upon soperation d8tO. 

doscribod in WSIPP Bonofitsn .bovo, your t o m  o f  uploymont is 
loss th8n 30 yo8rs soNiCo or you 8ro not 8go 50  or oldor 8nd loss 
than 890 55 on your moparation d8t.t 

- ?or purporos of t h o  nSpci81 Tr8nSitiOn81 Bonofitu 

2 .  W o n  i f  YOU QJ8lify 8s 8 p8rtiCipWlt. YOU Will NOT bo 

- no VSIPP oloctions 8ro accoptod for your work 

- You f8il to 8CtU8lly #Op8ratO from S O N f C O  as providod 

- You b.COB0 diS8bl0dl diol or 8ro tOmfn8t.d for C8Uso 

- For purposos of tho Ponsion Discount Allwancs 

3 .  In 8ddition, your VSIPP bonofits Will b. 1imit.d 10 th8t 

- in no w o n t  vill tho lump sum amount you rocoivo bo 
mor. than twico your annual bas. salary rat. in offoct 8s of your 
sopar8tion d8t.t 

month8 foilwing tho month of your sop8r8tion from mowico 
(subject to rotiroo bonofits for s o ~ i c o  ponsionors and your 
8billty to pUrCh880 oxtondod covor8qo for 8dditiOn.l poriods undor 
COBRA by paying 1028 o f  t h o  cost.) 

- Your oxtondod VSIPP modic8l cwor8qo vill oxpiro six 

r 
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OTRLR. 
Of VSIPP . Soparation paymonts w d o r  VSIPP 

are paid from the general assots of tho participating companios. 

T M a  of Plm. VSIPP is classified as a wolfare benefit plan 
under provisions of t h o  Employe. Retiruent Incomo Security Act of 
1974 ( "ERISA") .  

Pl.n. BollSouth Corporation, 67s ~ o s t  
Paachtroo Streot, N.L., Atlanta, Goorqia 30375, tolophono numbor 
(404) 420-875S, is the plan administrator responsiblo for the 
administration of VSIPP. 
its Vice Prosidont-Corporato Ruman Rosources or his dasiqnatod 
roprosontativo. 
Committoo tho authority and duty to review tha denial of any claim 
upon rocoipt of a ti8aly roquost for 8 roviev 8S provided undo+ 
"Claim Procodure~ below. 

administrative services for tho oligiblo participants of 08- 

BollSouth Corporation shall act through 

BallSouth has dalegatad to the VSIPP Raviow 

B8llSOUth h8S dologatad responsibility for hurdling VSIPP 
p8rtiCip8ting COSpUry 8S fOllWS: 

BollSouth Corporstion 
BollSouth D.C., Inc. 
BollSouth rfnancial services Corporation 
VSIPP Coordinator 
42D55 Southom Boll Centar, 67s West Poachtrae Stroot, L.I. 
Tolophone (404)  420-8755 
AthXlt8, O.Org%a 3037s 

1 

BollSouth Lntorprisas, Inc. 
BollSouth Government Systems, Inc. 
BallSouth Inforration Systu., Inc. 
BollSouth nobility Ins 
ballsouth system Tachnology, me. 
Sunlink Corporation 
QSIPO Coordhtor 
42013 Southorn Ball Contar, 675 Wost PO8Chtr.e Streot, N.L. 
Atlanta, Goorgia 30375 
Telophona (404) 420-7129 

-11SOUth IntOM8tiOMl, fnC. 

BollSouth Advancad Syste88, Inc. 
southorn 8011 Advancad systu., me. 
South Cantral Bell Mvancod Systu., Inc. 

VSIPP Coordinator 

3500 Bluo a k a  Drivo 
Dirringhm. Alabama 35243 
Tolophono (20s) 972-1012 

m Room 201 
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BollSouth Advortising b Publishing Corpor8tion 
VSIPP COOtdin8tOr 

Atlmta, Goorqia 30329 
Tolophono (404) 982-7011 

South Contr.1 Boll Talophono Comp8ny 
VSIPP COOtdin8tOr 
600 North 19th Stroot, 9th Floor 
Biminqhm, Al8b.m. 35201 
Tolophono (205) 321-0445 

VSIPP Coordin8eor 
600 worth 19th Stroot, 21st rloor 

Tolophono (205) 321-0160 

VSIPP Coordinator 
3060 Southorn Boll Contor, 675 Wost Poachtroo Stroot, N.L. 

Tolophono (404) 529-0129 

59 LXOcutivo P8rk South, N.L. 

BollSouth S O N ~ C O S  Incorporatod 

Bir1~1fngh8m, Al8bu8 35201 

SOUthOM Boll Tolophono 8nd Tologr8ph Coapmy 

Atl8nt8, G O O r g f 8  30375 

el.ia. VSIPP p.rticipants, or 8ny porson duly 

bonofits undor VSIPP or 8ny othor mttor r018t.d to VSIPP if thoy 
boliovo thoy havo boon troatod unf8irly vith rospoet to VSIPP. 
Tho vritton claim must bo sont to tho porson listod for tho 
rospoctivo participating corpmy undor 'Plan Mministr8tionn 8bovo 
within 60 d8ys of tho d8tO o f  tho allogod unfair troatmont, or 
occurronco of othor facts giving r i n  to tho claim. 

If tho cl8im i s  doniod, tho chimant will rocoivo vritton 
notico of tho Plan AddniStr8tOr'S docision, including tho 
spocifie roason(s) for tho docision, within 90 d8ys of tho d8ta 
tho cl8im was rocoivod. 
noodod to mako a docision. In such casos tho claimant will bo 
notifiod in vriting, within tho initial 90-day poriod, of tho 
mako tho docision i f  tho cl8im8nt is sont such 8 notico. Tho 
oxtonsion notico will s h w  tho d8to by vhich tho docision will bo 
sont. 

tho rulos for 8pp.rling 8 doniod clair. 

8uthorizod by p.rtfCip.nt, B8y fil0 8 Chi. in Writing for 

In soao casos, .or. th8n 90 day. may bo 

rmason 1 0 f O  fir. is noodod. An 8ddition.l 90 d8yS U Y  bo t8k.n to 

-. Tho AppO8ls Procoduro which follows givos 

A c h i u n t  B8y US0 this procoduro i f :  

- no roply 8t 811 is rocoivod by tho cl8i88nt within 90 d8ys 
8ft.r filing tho claim or 

" 
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- in caaes where a notice h8a oxtendad the time for an ' 
additional 90 days and no reply ia received within 180 days after 
filing t h e  claim: or 

- written denial of the claim for benefit8 or other matters 
ia received within the proper time limit and the claimant wiahec 
to appeal the written denial. 

to VSIPP ia denied, the participant, or other duly authorized 
perron, may appeal thia denial in writing within 60 days after it 
ia received. Written requaat for review of any denied claim 
ahould be aent directly to the A8aiatant Vice Preaidont-Kuman 
Reaourcea Planning and Devalopmant, 4 4 1 6  Southern Bell Center, 675 
West Peachtree Street, N.L., Atlanta, Georgia 3037S, who will then 
refer it to the VSIPP Review Committee. Pnlesa the VSIPP Review 
Committee aenda notice in writing that the C l a i m  ia a apecial caae 
needing more time, the Comt~ittee muat conduct a raviaw and docide 
on the appeal of the denied claim within 60 day. after receipt of 
the written requaat for review. In apecia1 caaea, neadinq more 
time to make a decision, tho VSIPP Review Committee will aend 
notice in writing that there w i l l  be a delay and give the roaaona 
for the delay. 
60 day8 more, or a total of 120 daya, to mako ita deciaion. 

If the  claimant, o r  another individual deaiqnated by the 
claimant to represent him/her, sand. a vrieten requoat for rsview 
of a denied claim, auch peraon ha. the right to aend to the VSIPP 
Review Committee a written atatement of the iaauoa and any other 
documonta in support of the claim for benefits or other mattar 
under review. 

claimant in writinq within 60 day. or, if extended, It0 daya and 
ahall include the apecific rsaaon(a) for the dociaion. If the 
VSIPP Review ConrrPittee does not give its deciaion on review within 
the appropriate time apan, tha claimant may conaidor the claim 
donied. Any doci8ion by the VSIPP Review C o ~ i t t a e  ahall bo final 
and concluaiva with reapact to a11 quaation. ariaing in 
administering VSIPP and ahall not be subject to further revisw. 

Adminis .ator by rocting auch aarvice to him at tha following 
addreaa: 

If a claim for benefits or review of any other matter reiated 

In auch cassa, the VSIPP Review Corrmittee ray have 

The VSIPP Raview Committee's deciaion ahall be given the 

d 

b a a 1  Sam-. Procesa can be served on tha  Plan 

Vincent L. Sgrosao-Vice Preaident and Associate 
Gmneral Couneel 

EollSouth Corporation 
4300 Southarn Bell Conter,'Cff Woat Paachtrea Street, W.Z. 
Atlanta, Georgia 10315 
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-. Tho VSIPP and a11 its rocorda aro kopt dn 8 
calendar yoar baaia, boginning January 1 and ending Docombor 31 of 
oach yoar. 

-. VSIPP is idontifiod by t h e  
followzng numbera undor Intornal Rovonuo SoNAeo (IRS) ruloa: 

58-1533433 Employor Xdontification Numbor assipnod by 
tho IRS 

PN539 Plan NurPbor aaaignod by BellSouth 

-. BollSouth, through the Vfco Prosidont- 
Corporato Xuman Rosourcos, may from t h 0  to timo mako changoa in 
VSIPP and may torminrto VSIPP It any tho. VSIPP in any ovont 
vill automatically torminato Novombor 1, l W 7  oxcopt to tho oxtont 
that its adminiatration proeoduroa nood to remain in o f f o e  to 
procoaa claims and payments for participants vho aeparatod from 
aorvico prior,to that dato. Any changos or tormination shall not 
affoct any right. undor VSIPP to which you may havo proviously 
bocomo ontitled. VSIPP shall comply vi th  applicable fodoral lava 
and applicable atato and local lavs to tho extont not proomptod by 
ERISA, and vill be amendod, i f  nocoasary, in order to aatisfy any 
auch roquiruonta. 

t h o  f u l l  taxt of tho Voluntary Soparation Incomo Pay Plan aa woll 
as a Summary Plan Description of such plan. Participants in thia 
plan a m  ontitlod to mxamino, vithout charqe, a11 plan documonta, 
including any docuaonta and roports that aro maintained by tho 
plan and/or filod vith a rodoral Govornmont Agency. Thoso 
doeumonta aro availabto for roviow at .a& VSIPP Adminiatrator'. 
office. 
such a location, ho/sho ahould write tho VSLPP Adnhirtr8tOr. 
opecifying tho documonts to bo oxaminod and at vhich vork location 
tho participant vishes to oxamino them. 
will bo mad. available for oxamination at that vork location 

bo-. Thia docursont fm intondod to SONO as both 

If a participant i s  unablo to axamino t h o  documonta at 

Copios of such docuaonta 

within 10 d8yo O f  tho d a t ~  the ZOquOSt Vas made. 
a 

A t  any time, participants may requost copioa of  any plan 
documonts by vritinq to tho VSLPP Administrator at 675 Woat 
Poachtreo Street, U.L. 4418 Southorn Boll Centor, AthntA, Goorgia 
30375. 
of tho documonts roquestod. 

BollSouth Corporation Voluntary Soparation Incomo Pay Plan, you 
aro ontitled to cortain rights and Protection undor tho bployoo 
Rotiroment Incomo Security Act of %974 (ERISA).  m I S A  providoa 
that all plan participants shall bo ontitled to: 

Participants vi11 Be ehrrgod a roason~blo io. for copioa 

OF A - . .  A8 a participant in tho 
* 
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- oxamin., without chargo, all pl8n documonc,~ 8nd copios of 
8ll documents filod by tho plan vith tho U.S. Dopartmont of Labor, 
i f  any: and 

- obtain copios of a11 pl8n doc~orits 8nd othor plan 
information upon vritton requost to the Plan Administrator 8s 
doscribod abovo. 

In addition to croating rights for plan participants, ERISA 
imposos duties upon t h o  pooplo vho aro rosponsiblo for tho 
oporation o f  omployoo bonofit plans. Tho pooplo who oporato your 
plan, c811.d "fiduCiAriOS" Of tho QlUi, h a v ~  duty to do SO 
prudontly and in tho intorost of you 8nd othor plan particip8nts. 
No on., including your omployor, or any othor parson, mry 
torainat. your omplopont or othorviso discriminat0 aq8inst you ir. 
8ny v8y to provont you from obtaining 8 bonofit or exorcising your 
rights undor ERISA. 

If your claim for bonofits i s  doniod, in kholo or in part, 
you havo cert8in rights of roviov 8s doscribod in t h i s  documont 
undor *Plan Administtation* and " C l 8 i m  Procoduro*. 

Undor =SA, thoro 81. stops you can take to onforco tho 
abovo rights. For instance, if you roquost r8tori8ls from your 
Plan Administrator and do not rocoive thun vithin 30 days, you m8y 
filo suit in a fodoral court. In such cas., tho court may roquire 
tho Plan Adt-.nistrator to prwido tho matori8ls and pay up to Sloo 
a day until you rocoive tho m8tori81sl unloss tho matorials veto 
not son+ bocauso of ro8sons boyond tho control o f  the Plan 
Administr8tor. If you havo a claim for bonoflts vhich i s  doniod 
or iqnorod, in vholo or in p8rt. you may 2110 suit  in a sat. or 
fodoral court. 
your rights, you may sook assistance from tho U.B. Dopartmont of 
Labor or you may filo suit in a fodor.1 court. 
decido who vi11 P8Y court costs and logal foos. 
SuCCoSsful, tho court m y  ordor tho porron you h8vo suod to p8y 
t h ~ s ~  COStS and f0.S. If YOU 10s.. tho Court a ~ y  order YOU to p8y 
thoso coats and fooa i f ,  for oxamplo, it finds your claim i s  
frivolous. 

If you haw any quostions .bout the plan, you should contact 
tho Plan Administrator. If you havo any quostions .bout t h i s  
st8tomont oL your rights, or about your rights undor ERISA, you 
should contact your noarost Aroa Offico of tho 0.1. Labor 
X8nagoment S O N ~ C O S  Administr8tionI Dspart~ont of m o r .  

If you 8ro discriminatod 8g8inst for assorting 
Tho court will 
If you 8ro 
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December 1 5 ,  1988 

BELLSOUTH COR?OMTION 
VOLUNTARY SLIAIUTION INCORt ?AY ?LAN 

sunmxy PLAN DESCRIPTION 



BTLLSOUTH CORPORATION 
VOLUNTARY SEPARATION INCOUf ?AY ?LAN 

Summary ?lan Description 

The Voluntary Separation Income ?ay ?Ian (‘VSIP?”) i s  designed f o r  
certain management employees of participating companies vhose 
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. 

VSI?? provides eligible employees vith a lump sum payment and a 
lisited .*tension of medical benefits for employees not othervise 
eligible for extended benefits to ease the transition of voluntary 
separation from employment. 

VSI?P is effective Decesber 15, 1988 and applier to those eligible 
employees vho make a binding election during the period from 
DlCemb8K 1 5 .  198B to January 20 ,  1989 to voluntarily separate 
from employment and vho voluntarily separate from employment 
pursuant to VSI?? on or before April 30, 1969. VSI?? also applies 
to certain management employees of participating companies vho 
elect VSI?? benefit8 and vho voluntarily reparated from 
employment under other mana9ement voluntary reparation plans or 
retired on O K  after November I, 1988 and prior to December 1 5 ,  
1988, or vho have elected prior to December 1 5 ,  1988 to separate 
under such a plan and vho actually voluntarily separate from 
service on or before April 30, 1989. 

L 
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DLLLSOUTH COR?OIUTION 
VOLUNTARY SL?AMTION INCOMZ ?AY ?LAN 

L 

?UItPOSf. VSIPP is dosiqnod to provido a transition paymont 
to cortarn managomenc employees of particlpatinq companios who 
oloet to voluntarily soparato from sorvice under the tormr of 
VSI?? and who moot standards rot by tho participatinq cornpanlor 
to achiove optimal forco balanco. VSIPP #hall be offoctive 
Docomber 15, 1988. 

?ARTICIPATING CORPANIIS. VSIP? is Only available to 
o m ~ l o v o o s  of Darticinatina com~anior. Tho followina aro the 
p a i  titi patinq- compan',or undo r QSIPP: 

BollSouth Corporation 
Southern Boll Telophono and Tolograph Company 
south Contra1 Dell Tolophono Company 
DollSouth Sorvieer Ineorporatod 
DollSouth Cnterpriror, Inc. 
DollSouth Advortirinq 6 Publirhinq Corporation 
BollSouth Advanced S~rtomr. Inc. 
lout 
sout 
DO11 

DO11 
9011 
Dell 
Sun1 
DO11 
Dell 

~ 8 1 1  

h 
h 
S 
I 
I 
I 
I 
i 
S 
I 

iern Boll Advaneid Syrtemr, Inc. 
I Central Dell Advanced Syrtmmr, Inc. 
louth Intornational, Inc. 
iouth Syrtomr Technology, Inc. 
iouth nobility Inc 
iouth Government Syrtemr, ;ne. 
iouth Information Syrtemr, Inc. 
nk Corporation 
iouth D.C., Inc. 
iouth linancial Socvicer Corporation 

?ARTICI?ATION. You are conriderod a participant and liqiblc 
to rocoivo bonofitr under VSI??, rubject to your satisfaction of 
all applicable mandatory conditions to benefit entitlomont 
doscribed in "Eligibility for Denefitr" below, i f  you meet both of 
tho following criteria: 

on 8 dopart8ontai loavo not exceidinq-30 diyr: 
leave of abrence (other than a 30-day departmental r oave) and havo 
mandatory return tights to roturn from 1OaVO purruant to thoro 
return rights prior  to nay 1, 1989 or are receiving benefits 
under the Sicknerr and Accident Disability ?lan, you m y  make an 
election to separate from rervicr under VSI?? but you will not bo 
con8idered a participant and eligible for VSI?? bOnOfit8, and your 
olrction will be disregarded, unless you return to active aervico 
ar a regular full-ti.. managemont employee o f  a partieipatinq 
company prior  to the agreed upon reparation from rorvicr date. 

lf ou'aro on a 

. - %  
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2. Term of tmployment. You mU8t have completed. on or 
before A p r i l  30, 1989, 20 yearr of employment with the company 
unlerr you reparate  prior to April 30, 1989 in which C.8. you must 
have completed 20 yearr o f  employment on or before your 8epAratlan 
from service. Yaur term of employment will include any rucn 
employment credited under the ?ension Plan's bridging ruler 
provided that such bridge occur8 prior to the date you reparate  
from service under VSI?? (your "reparation date"). 

tLIGIBILIlY POR BENEFITS.  Arruming that YOU qualify a8 a 
participant, you will b e eligible to receive VSIIP benefit8 only 
under the followinp conditions. 

1. Election. You must deliver a binding Election to 
voluntarily separate from service under VSI??  on the form 
provided for thir purpore, including the Releare included a8 part  
of that form, to the V S I ? ?  Coordinator for  your participating 
company during the period from December 1 5 ,  1988 through January 
20, 1989. The VSIPP Coordinator8 and their addrerrer are listed 
in the "rlan Adminirtration" 8rCtiOn of thir booklet. Thir 
tlrction vi11 require you to separate from 80rViCe on or before 
April 30, 1989, on a date to which you and your participating 
company may agree,  subject only to your entitlemont to receive 
benefits under 2. bolow. your deDOn8ttatiOn to the satisfaction of 

that you rhould be permitted to revoke your election f o r  good 
cauae related to an unforeaeon exceptional hardrhip, or your 
participatinq company tequiring your employaont beyond April 30, 
1989, beCau8e Of your participation in I project which, in the 
opinion of the participbting company, neeearitator yob: employment 
beyond April 30, 1989. In the event your participating company 
determiner that your employment ir required beyond April 30, 1989 
the reparation date will be ret by tho participatinq company but 
will be no later than October 31, 1989. Approval of  your Company 

reparation dato beyond A p r i l  30, 1989. 

the BellSouth txOCUtive V i c e  ?rerident-Corporate Buran RO8OUIC.L 

?rerident Or hi8 deripnate is nOCe88Ary for  extonrion of the 

2. Acce tance. Your Election to reparate from rervice 
under VSX?& be effective unlerr it in  accepted by your 
participating company bared upon its bU8inOS8 need8 related to 

cannot accopt all reparation from 8eCViCO electionr from your worK 
organization bared upon it8 burin088 need8 ar related to force 
balance objectivrr, the election8 of the participants in 8UCh 
orqaniration which will bo accepted will be determined rolely on 
the length of their term of employment. The roparation eloctionr 
of tho participants in thore organirationr which at. not accepted 
bared on their term of onployment will bo dirrogardod and they 
will not be required to separate fro8 rervicr and will not receive 
VBI??  benofits. 
organirationr in a participating company for which no eloctionr 
-411 be accepted bared on burin088 neodr. 

L force planning. If your participating company determiner that i t  

You should bo awaro that thoro nay be rome 
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3. Separation from.Service. You must actually separate 
from service on or before April 30, 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 reasons set forth in 1. above. If after making an 
election to Beparate under VSI??. but prior to 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 DCNLTITS. If you meet the conditions for 
participation and eligibility for benefits above, you will be 
entitled to receive the following benefits under VSIPP. 

1. Baric Separation Allowance. You will receive a lump rum 
payment equal to your annual base salary rate in effect as of 
December 31, 1988. ror 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. ?ension Discount Allowance. In addition, if, as of 
April 30. 1989 , your term of employment is at hast 30 years and 
you are age 50 or older but under a90 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 penlion plan that i s  
attributable to your separation from service prior to age 56. 
This present value will be doteruined based upon your actual 
service pension, the UP-1984 Hortality 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 reparation date. 

3. Continuation of Group Hedical Coverage. If you are 
eligible for an immediate service pension under the ?ension ?lan, 
you will be eligible for extended retiree coverage under the 
Hedical Expense and Dental Expense ?lam. 

If you are not eligible for an immediate BOrViCe pension 
under the ?ension ?lan, your Hedie11 Expense or Alternate Choice 
?lan w i l l  continue under V S I ? ?  until you receive other group 
medical coverage or for a maximum of rix full months following the 
end of the month i n  which you separate from service. The payment 
of these premiums under VSIP? will be made on the same basis as 
for active employees. Therefore. for example, i f  you are covered 
under an Alternate Choice ?lan. any difference in pro~iums t i . . . .  
.XC*s* amount over what the company pays) will be billed to you 
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and must be paid by you. 

the Consolidated Omnibus Budget Reconciliation Act Of 198s or 
*COBM"), applicable to a11 rmployeer vho termanate employment 
after 1986, to continue your Vision Care ?lan or Dental Expense 
Plan coverage for 18 months, or extend your Medical Expense Plan 
or Alternate Choice Plan Coverage from the 7th to the 18th month, 
followang your terminataon o f  employment by paying 1028 of  the 
monthly premium amount to the C O B M  administrator. 

YOU a l s o  will be given the election under redera1 Lav (called 

. . 

4. Estimates and ?ayments. You will be furnished an 
estimate o? your ?ension Discount AllowancO and ?ension, assuming - 
a March 31, 1989 separation date. 

The determination and payment of 
A l l o w a n c e  and, if applicable, ?ension 
meet the conditions for participation 
above, will be made within 30 days of 

your actual Baric Separation 
Discount Allowance, i f  you 
and eligibility tor benefits 
your separation date. 

You should be aware that VSI?? lump sum paymonts are subject 
to the appropriate vithholding of federal, state, local, and 
aocial security (IICA) taxes and are reported on IRS rorm W - 7 .  
rurthermore, a lump sum payment made under the VSI?? haa no 
effect on any pension or other benefits to vhich you ray othervise 
be entitled at the time of soparation. ( t o e  excoption under 
'Reductions or Offaerr" below.) 

RLERPLOYRENT. In your election for VSI?? benefits, you 
agree not to apply for reemployment with LellSouth Corporation or 
any affiliated or subsidiary company or ontity. Uowever, i f  you 
separate from service under VSI?? and aro reemployed by BollSouth 
Corporation or any affiliated or subsidiary company or entity as 
an employee, you will be required to rofund to your participating 
company the ontire amount of your VSI?? separation payments. 

RtDUCTION OR OIISLTS. If you f i l e  a claim or proceeding of  
any kind resulting from your separation of omployrent, such as a 
Worker'a Compensation or employlont direrimination claim. your 
VSI?? reparation pay rill bo roducod by tho amount of any Award 
or sottloment from ruck claim, action or proceeding. rurthermore, 
as deacribod in "Eligibility for Benefitr' abovo, you are required 
to sign a roleare againat all such claimr, action8 or proceedings 
as a condition to eloctinp VSI?? payments. 

BellSouth may withhold VSI?? lump sum payments during the 
pendoney o f  any much claim, action or  procoeding until a final 
doterrination is mad0 and then reduco your VBI?? lump sum 
payrents in accordance with any w a r d  or rottlomont. In addition, 
i f  you filo a clair, action or procoeding againrt a participating 
or afff1iated company after receiving soparation pay undor vtI?P 
and you subroquently recoive an award or rottlomont, your 
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participating company may: 

permitted by applicable law, up to the amount of the VSI?? lump 
sum payments; or 

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

- have a lien on the award or settlement, to the extent 

SIECIAL TRANSITIONAL BENEFIT. A s  a special transitional 
benefit, i f  you voluntarily separated from 8erViCe of a 
participating company befoie Dicember 15, 1988 but on or after 
November 1, 1988 under the nanaqement Transition and ASSirtanCe 
?lan ("MTAP") or if p r i o r  to December 15, 1988. your election to 
voluntarily separato from service of a participating company under 
MTAP 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 ?ension Discount Allowance 
under VSI?P as described in "VSIPP Denefits" above by completing 
the Election and Release form, and returning it to your VSI?P 
Coordinator on or bofore January 20, 1989. Your Election will be 
considered with a11 other Elections submitted i f  you meet the 
requirements rpecified in the 'Eligibility rot Donefitr" rection 
of VSI?P. I f  your Election i s  aceopted, the amount of your Dasic 
Separation Allowance will be based on your annual base ralary rate 
in effect as of  Decembor 31, 1988. Tho benefit amount so 
determined will be reduced by the amount of any payments you have 
received, or are entitled to receive in the futur-, under ?ITA?. 

company after December 15, 1988 purruant to the DellSouth 
Management ?ension ?lan and do not receivo bonefits under MTAP, 
you will be entitled to olect to receive a Dasie Separation 
Allowance and the ?enrion DilCOUnt AllOVanC@ under VSI?? as 
described in "VSI?? Denefit8" above by completing the Election 
and Release form, and returninq it to your VSI?? Coordinator on 
or before January 20, 1989. Your Eloction will be conridered 
with all other tlectionr rubmitted i f  you meet the coquirementr 
rpecified in tho .Eligibility Por Denefitr. section of VSI??. If 
your Eloction i r  accepted, the amount of your U r i c  Separation 
Allowance will bo bared on your annual bare salary rate in offect 
as of December 31, 1988. 

I f  you voluntarily reparate from service of a participating 

EXCLUSIONS AND LIMITATIONS. The soctions above describe the 
conditionr under vhich you 8ay be eligible to rocoivo V S I ? ?  
benofits. Under thoro conditions: 

1. You vi11 WOf bo eligible to participate in VSx?? i f  

- you are not a full-time regular management employee 

. -5- 
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of a participating company; 

absence (othrr than a 30-day departmental leave) on your 
reparation date; 

dercribrd above, you did not 8eparate from 8eCV1Ce under HTAP 
betveen November 1, 1988 and April 30, 1989; 

dercribed above, you did not aeparate from servico under the 
BellSouth Hanagement ?ension ?Ian (without receiving M A P  
benefits) between November 1, 1988 and A p r i l  30, 1989. 

eligible to receive VSI?? benefits i f  

- you are on i disability benefit or a leave of 

- for purposrs of the 'Special Transitional Benefit" 

- for  purporrr of tho 'Special Tranritional Benrfit" 

7 .  Even if you qualify as a participant, you will NOT be 

- no VSI?? ~lections are accepted for your vork 
organization or you do not qualify for tho acceptances based on 
your term of employment; 

- you fail to deliver your binding Lloction, including 
the relea8e. to your VSI?? Administrator between December 15, 1988 
and January 20, 1989; 

provid.4 in that tloction; 
- YOU fail tO actually reparat0 from Service A S  

- you become diaablod, die, or are terminated f-: cause 
prior to your agreed upon soparation date: 

- for purporos of the ?ension Diacount Allowance 
described in VSI?? Denefita" above, your torr o f  omplopent is 
less than 30 years of rorvicr or you at0 not ape 50 or older and 
108s than a9e 56 on April 30, 1989. 

3. In addition, your VSI?? Bonefits will be limited so 
that 

more than twice your annual base salary rate in effoct as of 
December 31, 1988; 

- in no w e n t  will tho lump aum amount you roceive be L 

. - 
- your ortended VSI?? medical coverage will orpire six 

months following tho ronth o f  your reparation from aervice 
trubjoct to retiree bonefitr f o r  rervico ponrionors and your 
ability to purchase extonded eovora9e f o r  additional periods under 
COBM by paying 102% o f  the cort.) 

c 
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OTRLR IACTS. 

rinancing of vsIPP Costs. Separation payments under VSI?P 

T Y D ~  of Plan. VSIPP is ClAS8ffiSd as a welfare benefit plan 

are paid from the general assets of tho participatinp companies. 

under provisions of the Employe. Retirement Income Security Act of 
1974 ( 'ERISA" 1 .  

?Ian Administration. BellSouth Corporation. 1155 ?oachtrer 
Street. N.E., Atlanta, Georgia 30367-6000, tOlOphOn8 numbrr ( 4 0 4 )  
249-2147, i s  the plan ad~inirtrator rosponsiblo f o r  the 

it8 Executive Vice Pre8id~1t-COtpOrAte EUBan R O I O U C C 8 I  O r  his/hrr 
administration of VSI?P. BellSouth Corporation shall act through 

designated representative. BellSouth has delegated to the VSIPP 
Review Co~mittee tho Authority and duty to review the donial of 
any claim upon receipt of A tiBOly request f o r  a reviev as 
providod under 'Chi8 Procedure" below. 

BellSouth ha8 delegated responsibility f o r  handling VSI?? 
administrative servicor f o r  the eligible participants of each 
participating company as follows: 

BellSouth Corporation 
BellSouth D.C., Inc. 

VSI?P Coordinator 
13B02 Campanile 
1155 ?eachtree Street, N.C. 
Atlanta, Georgia 30367-6000 
Tolephone ( 4 0 4 )  249-2121 

BellSouth Cinanc 
BellSouth Cnterp 
B81 ltouth Gove rn 
BellSouth Infor. 
BellSouth Intern 
BellSouth aobili 
BellSouth System 
Sunlink Corporat 

VSI?? Coord 
7B02 Campan 

Atlanta, Go 
Tolephone ( 

1155 ?OACht 

i 
I C  

,I 
I1 
I 1  

t 
I1  
i 
i 
11 
I 
C 
4 

.a1 Services Corporation 
, i ses ,  Inc. 
lent Systems, Ine. 
ition Systoma, Inc. 
itional, Inc. 
:y  rnc 
I Technology, Inc. 
,on 
nator 
, l e  
'e. Street, N.L. 
i rg ia  30367-6000 
104) 249-4173 

e 
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BellSouth Advanced Syrtemr. Inc. 
Southern Bell Advanced Syrtemr. Inc. 
South Central Bell Advanced SyrtOms, InC. 

VSIP? Coordinator 
3000 Rivercharr Galleria, Suite 1400 
Birmingham. Alabama 35244 
felephonr ( 2 0 5 )  985-6598 

VSI?P Coordinator 
59 Executive ?ark South, N.E. 
Atlanta. Georgia 30329 
Telephone ( 4 0 4 )  982-7029 

South Central Bell Telephone Company 
VSIP? Coordinator 
600 North 19th Street, 9th rloor 
Birmingham, Alabama 35201 
Telephone (2051 321-2595 

BellSouth Services Incorporated 
VSI?? Coordinator 
South EfHl 
3535 Collonade Parkway 
Birmingham, Alabama 35243 
Telephone (2051 977-3054 

VSI?? Coordinator 
42V88 Southern Bell Center, 675 West ?eachtree St.. N.E. 
Atlanta, Georgia 30375 
Telophone ( 4 0 4 1  529-8129 

BellSouth Advertising c ?ublirhing Corporation 

Southern Bell telephone and Teleqraph Company 

Claim ?rocrdure. VSI?? participantr, or any perron duly 
authorized by a participant, may file a claim in writing for 
benefitr under VSX?? or any other mattor rolated to VSI?? if they 
believe they have been treated unfairly with rerpect to VSI?P. 
The written claim murt be rent to the porron lirted for the 
rrrpective participating company under '?lan AdBinirtration" 

L above wlthfn 60 days of  the date of tho 81lOgOd unfair treatment. 
or o ~ c u r r ~ n c e  of other freta piving rise to the claim. 

If the claim i o  denied, the claimant will roceivo written 
notic. of tho ?Ian Admlniatrator'r docirion, including the 
rpeci f ic  roaron(r) for the deCi8iOn. within 90 day8 of the date 
the claim wa8 rrcrivod. In 808. caror, 1010 than 90 day8 u y  be 
needed to make a decision. In ruch ea808 the claiunt will be 
notified in writinp, within tho initial 90-day poriod, o i  the 

8.k. the decision if tho claiunt 18 ront ruch a aotico. The 
extenrion notice will 8hOW the date by which tho doeirion will be 
rent. 

- rearon more time is needed. An additional 90 day8 u y  be taken to 
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Appeals ?rocedure. The Appeals ?rocedure which f o ~ ~ o w s  qive 
the rules f o r  appealing a denied claim. 

A claimant mly use this procedure if: 

- no r e p l y  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 100 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. 

to VSI?? is denied, the partrcipant, or other duly authorized 
perron, may appeal this denial in writing vithin 60 days after it 
is received. written request for review of any denied c l a i m  
should be sent directly to the Asliltant Vice ?resident-Uuman 
Resources ?lanning and Development. 1916 Campanile, 1155 ?eachtree 
Street, N . L . ,  Atlanta, Georgia 30367-6000, who rill then refer it 
to the VSI?? Review Couittee. Unless the VSI?? Review Committee 
sends notice in writing that the Claim is a rpocial case noeding 
Dore time, the COUitt8e must conduct review and decide on the 
appeal of the donied claim within 60 days after receipt of the 
vritten request for  review. In 8peCial cases, needing more time 
to make a aecirion, the VSI?? Review Couittre will rend notice in 
writing that there will be a delay and give the reasons f o r  the 
delay. In such cases, tho VSI?? Review COUittee 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 writton request forxeview 
of a denied claim, such person has the riqht to rend to the VSIIP 
ReViOW COMitteO written statement Of tho isSU.8 and any other 
documents in support of the claim for  bonefits or other matter 
under review. 

claimant in writinq within 60 days o r ,  i f  ortended, 120 days and 
shall include the rpocific reason(s) for the docision. If the 
VSI?? Reviow Couittoo does not give its decision on review 
within the appropriate time span, tho claimant u y  consider the 
claim deniod. Any docision by the VSI?? Roview Committee shall 
bo final and conclusive with respect to all quostions arising in 
rdministrring VSI?? and rhall not be rubjoct to furthor review. 

Administrator by directing such service to him at tha following 

If a claim f o r  benefits or review of any other matter related 

The VSI?? Reviow Couittee'r decision rhall be given the 

L W a l  Service. ?recess can be rervod on the ?lan 

-9- 
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addrerr: 

william B. Barfirld 
suite 1800 Campanile 
BellSouth Corporation 
1155 ?eachtree Street. N . L .  
Atlanta, Georgia 30367-6000 

?lrn Records. The VSIPP and a11 its record8 are kept on a 
calenaar year barir, beginning January 1 and ending December 31 of 
each year. 

. 

Plan Identification Numberr. VSIP? $ 8  identified by the 
folLourng numbers under Internai Revenue Service (Ins) ruler: 

58-1533433 Employer Identification Number assigned by 

?NSSS ?lan Number assigned by BellSouth 

?lan Continuance. BellSouth, through the rxecutive V i c e  
?reria~nt-~orpor~te Human ~esourcrr, may from ti.8 to time make 
Change8 in VSI?? and may terminate VSf?? at any time. VSf?? in 
any event will automatically terminate November 1, 1989 except to 
the extent that it8 administration procedures need to remain in 
effect to process claim8 and papentr for participants who 
reparated from rervice prior to that date. M y  changer or 
termination shall not affect any rights under VIS?? to which you 
may have previously become entitled. VSI?? aha11 comply with 
applicable federal iawr  and applicable state and local laws to the 
extent not preempted by ERISA, and will be amended, if necessary, 
in order to ratirfy any such requiremrntr. 

the IRS 

?lan Documents. Thir document i s  intended to rerve a8 both 
the f u l l  text of ttie VSIIP a8 well a8 a Suurary ?lan Dercription 
of ruch plan. 
without charge, all plan documentr, includinq any documents and 
report8 that are maintained by the plan and/or filed with a 
redoral Government Agency. The80 documentr are available for 
review at 08Ch VSXF? AbminiBtrltOr'r o f f i c e .  If 8 participant is 
unable to examine the documentr at ruch a location, he/rhe rhould 
write the VSI?? Adainirtrator, rpecifying the docurrntr to be 
examined and at which work location the participant wirher to 
exaaine them. Copier Of ruch documentr will be -de available f o r  
examination at that work location within 10 day8 o f  the date the 
rrquert w a r  made. 

At any time, participantr may requert copies o f  any plan 
documentr by writing to the VSI?? Administrator at 13COZ 
Campanile, 1155 reachtree Street. N.C., Atlanta, O.or9ia 30367- 
6000. Participants will be charged a rearonable fee for copier of 
tho documentr requrrted. 

-10- 
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RIGHTS Or A ?LAN ?ARTICI?ANT. AS participant in the 
Bellsouth Corporation voluntary ieparation Income ray ?lan, you 
a r e  entitled to certain riohtr and urotection under the Emolovee ~. ~~~ 

Retirement Income Security-Act of 1 5 7 4  (ERISA). ERISA pro;id;r 
that ai. plan participants shall be entitled to: 

all documents filed by the plan with the U.S. Department o f  Labor, 
if any; and 

information upon written request to the ?lan Administrator as 
described above. 

imposer duties upon the people who a r e  responsible for the 
operation o f  employee benefit plans. The people who operate your 
plan, Called "fiduciaries" of  the plan, have a duty to do so 
prudently and in the interest o f  you and other p l a n  participants. 
No one, including your employer, or any other perron, may 
terminate your employment or otherwise discriminate against you in 
any way to prevent you from obtaining a benefit o r  exercising your 
rights under ERISA. 

If your claim f o r  benefits i s  denied, in whole or in part, 
you have certain rights o f  review a r  described in this document 
under "?lan Administration" and 'Claim ?rocedure". 

Under ERISA, there are  steps you can take to enforce the 
above rights. l o r  instance, i f  you request material8 from your 
?lan Adminirtrator and do not receive them within 30 days, you may 
file suit in a federal court. In such case, the court may require 
the ?fan Administrator to provide the uterialr and pay up to $100 
a day until you receive the materialr, unless the materials were 
not rent becaure of rearons beyond the control of the ?lan 
Administrator. If you have a claim f o r  benefits which i s  denied 
or ignored, in whola or in part, you u y  file suit in a state or 
federal court. If you are discriminated against f o r  asserting 
your rights. YOU u reek arristanC8 from the U.S. Department Of 
Labor or you ray f i  1( e ruit in a federal court. The court will 
decide who will pay court costs and legal fees.  If you a r e  
~uccesrful, the court u y  order the perron you have sued to pay 
there costs and fees. 
these Colts and f0.B if, for example, it finds your claim is 
frivolous. 

If you have any questions about the plan, you should contact 
the ?lan Administrator. If you have any questions about this 
atatement of your rightr, or about your rights under ERISA, you 
should contact your nearest Area Office o f  the U.I. Labor 
Management, Iervicer Abrinirtration, Departrent o f  Labor. 

- examine, without charge, all plan documents and copies of 

- obtain copies of all plan documents and other plan 

In addition to cresting rights for plan participants, ERISA 

If you 1080, the court ray order you to pay 

c - .  
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Summary Plan Description 

The Voluntary Enhanced Early Retirement ?cogram (referred to 
herein as the "Plan" o r  .V.E.E.R:) is designed for certain 
management omployerr o f  participating companies who a r e  service 
pension eligible under tho BellSouth HanagOBOnt Ponsion Plan as of 
December 31, 1990 and who elect to volUnt8rily soparate from 
employment under the conditions doscribed below. 

Cligiblr employees who separate from omployront under the Plan (il 
may receive a lump SUB payrent ( o r  paymnts), (ii) will receive 
treatment undor the BellSouth nedical ABtiBtanCO Plan which under 
the current torms of that plan results in a waivor o f  certain 
contribution require~ontr applicable to rotiroment modical 
benefits and ( i i i l  e~ployeer retiring in 1991 will receive a cash 
payment in lieu o f  unused vacation days. In addition, in 
connection with this offering, tho BellSouth nanagoment Penrion 
Plan (the '?ension Plan") and tho BollSouth Supplomental Executive 
Retirement Plan (.$En?.) are boing amonded to provide certain 
ponrion ~ihanCSDOnt8. 

Although you Bust separate from omployrent undor conditions set 
forth in tho N a n  to roceivo the Cash payrontr and rpocial 
troatment cogatding retirement medical bOnefit8 doscribed ~ ~ O V O ,  
the pension onhancomontr apply in dotermining your accrued 
benefits under tho ?onsion Plan and SEX?, i f  applicable, vhother 
OC not YOU 8Op8ratO f ro8  OBplOpOnt undor tho Plan. 

The ?ension ?Ian f a  being amondod (tho 'V.C.L.R.  Pension Plan 
A~endnents") to provide each active omployoe with five or mor0 
years of sorvico under the ?onston rlan fivo additional yoarr of 
age and serv ice  ttorm o f  omploy~enti credit for dotermining the 

omployoos eligiblo to participate in V . L . E . R .  will receive this 
extra age and 8orvieo crodit. 
will remain in effect until each omployoe~r actual a90 and service 
would provido a larger ?enrion rlan benefit. 
applies only to tho ponrion benefit calculation under tho basic 
formula includinq di8COUnt8 under tho ?onsion rlan -- it door not 
apply, f o r  examplo, undor the altornato benofit formula undor the 
rensron rlan or  in detOrDfning 8 O C V i C O  pension oligibility. 

oach eDp~oy00 with a tor. Of omploymont o f  thirty or .ore yoor8 as 
of Docerber 31. 1990 (disregarding the additional f i v o  yoarr 
de8crib.d above). a11 a90 diecounts applicablo to ponrion 

L amount Of 8CCrU.d POnllOn benefits as O f  Deco~bor 31. 1990. All 

This a9e and 8ervico adjustment 
This a ~ o n d m n t  

- 
In addition, tho ?onsion r1.n is being arondod to provid~ that f o r  

* trlculations will bo vaivod in determining the OBplOyeO'8 accrued 
ponaion bOnOfit8 as O f  00c.rb.r 31, 1990, 
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SCRP is also being amended (the "V.C.C.R. SLIP 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 uendnents. 

The Plan is effective December 1, 1990 and applies to those 
rliqiblc employees who make an election during the period from 
December 1 to December 31, 1990 to voluntarily separate from 
employment and who voluntarily separate from omplopent pursuant 
to the Plan on a date determined by the participating company 
after consultation with the employee no lator than April 30, 1991. 

. . 
. 
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BELLSOORl CORIOMTION 
VOLUNTARY CNBANCID EARLY RETIRERENT P R O G W  

PARTICIPATING CONPANITS. The Plan is Only available to 
employees of the following participating companies: 

Bell 
Bell 
Bell 

sout 
sout 
Bell 
Bell 
BO11 

Bel1 
BO11 
Sun1 
BO11 
Bell 

ne11 

a811 

S 
S 
3 
S 
,t 
c 
S 
s 
5 
S 
5 
8 
i 
S 
5 

iouth Corporation 
iouth Human Resources Administration, Inc. 
iouth D.C., Inc. 
iouth sorvicor Incorporated 
I Central Bell Telephone Company 
iern Bell Telephone and Telograph Company 
iouth Enterpriser, Inc. 
iouth Communications, Inc. 
iouth rinancial Sorvices Corporation 
iouth Information Systems, Ine. 
iouth International, Inc. 
iouth Rorourcor, Inc. 
.nk Corporation 
iouth Advertiring c ?ublirhing Corporation 
iouth nobility Inc 

IARTICI?ATION. You are eonridored a participant and eligible 
to roeoivo benefits under tho ?lan. subject to your ratirfaction 
of all applicable mrndatory condition8 to bonofit ontftlomont 
dercribod in 'Eligibility for Bonetitr. below, i f  you moot both o f  
tho following criteria: 

management employee of a participating company activoly at work or 
on a dopartmontal leavo not oxcooding 30 drys. 
Tier I lovol aro oxcludod. If you are on a h a v e  of 8b8OnCO 
(othor than r 30-day dOpart8OntAl leavo) and have mandatory return 
rightr to rOturn from lervo purruant to tho80 roturn rights prior 
to ?lay 1. 1991 or aro rocoiving bonefitr undor tho Sicknear and 
Accident Disability ?Ian, YOU M y  mako an oloction to roparato 
from 80rViCO undor tho ?lan but you will not bo conmidorod a 
participant and oligiblo for tho ?lan bOnOfit8, and your oloction 
will be dirro9arded, unlorr you roturn to activo rorvico a8 a 
rogulrr full-time management employoe of a participating company 
prior to your plannod roparation from rorvico dato or April 30, 
1991, uhichovor occurs firrt. 

1. CBDlOvlllOnt statU8. YOU mU8t b0 rOgUl8r fUll-tim0 

Officers at the 

& 

2. Sorvico ?onrion Eligibility. You m r t  bo olipiblo to 
totire ria a grorvico ponrion' under tho torms of tho ponrion - Plan on Docombor 31, 1990. (IOTtr Your 8CtU.l a90 and tor. of 
employment as of Docombor 31, 1990 will bo urod for purporor of 
dotorrininp rorvico ponrion oligibility. 

-1- 
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Under eurront Pension Plan r u l e r ,  you bre  eligible for a Servi.ee 
pension if you moot on. of the following: 

&E Term of Employment 

bny age 
50 
55 
65 

3 0  years 
2 5  years 
20 yoars 
10 yoars 

All individuals vho satisfy the fOrOgOinq critoria 
conditions rot forth in 'Eligibility for Bonofits" 
eliaible to ~artici~ato in the Plan. roaardlors of 

and the 
bolov aro 
their iob title 

or ;lassific;tion, hopartmont, or age. -All individuals who do not 
satisfy tho foroqoing critoria and conditions aro not olipiblo to 
participato in the ?lan, ropardloss of thoir job title or 
classification, departmont, or age. 

ZLIGIBLLITY FOR BENEFITS. AS8U.fng that YOU qualify a8 
participant, you will b 0 olipiblo to rocoivo ?lan bonofits only . . 
under tho follovinp conditions: 

I. Election. YOU must u k o  an oloction (tho gEloction') to 
voluntarily soparato from sorvico undor tho ?lan on tho form 
providod for this purposo, including tho roloaso includod as part 
of that form, during tho poriod fro. Docorbor 1 through Docorbor 
31, 1990. Your tloction form murt be hand-dolivorod, or 
post-urkod if railod, on or boforo Docorbor 31, 1990 to tho Plan 
Coordinator for your participating corp8ny. Tho ?lan Coordinatora 
and thoir addrosror aro listod in tho Ilan Administration roction 
o f  thir booklot. This tloction ut11 roquiro you to soparato from 
sorvico on or boforo April 30, 1991 (or Octobor 31, 1991, undor 
circumstoncos dorcribod in 3 bolow), on a dato dotorminod by your 
participating company aftor COnSUlt8tiOn vith you. 

2. Ace0 tanco. Your Lloction to reparato from rorvico undor 
tho ?Ian v 6 not 0 offectivo unloss it i s  accoptod by your 
participating company basod upon its businoss noods rolatod to 

a forco planning. 

3. Sopar8tion from Sorvico. You must actually soparato from 
8erViCe on or bef or0 wril 30 , I991 on a dato dotorminod by your 
prrticipatin9 CO8p8ny aftor consultation vith you. 
participatinq eo8pany u y ,  hwovor, roquiro your omployront beyond 
April 30. 1991, bocauso of  your participation in an activity 
uhich, in the opinion of tho participating Company, nocossitatos 
your omploymont boyond April 30, 1991. 
particip8ttng CODp8ny dOtrr8ine. th8t your 0mploy.ont is roquirod 
boyond April 30, 1991, tho sop8cation dato rill. bo sot by tho 
participating company but will bo no lator than Octobor 31, 1991. 
APprOV81 Of your COBp8ny Irosidont or b i 8 h . r  dorimate is 
nOcors8ry for oxtonsion of t h  soparation d8to boyond April 30, 
'1991. 

Your 

. 
In tho ovont your 

-2- 
91 

11/90 
F @ I W  *4* 



If, 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 reparation date or April 30, 1991, whichevor occurs 
first), or termination by your participating company for cause, 
your election to separate under the Plan is aUtOBatiCally canceled 
and you will not be eligible to receive Plan benefits. 

and eligibility for benefits above, you will be entitled to 
roeeive the following benefits under the Plan: 

0- BENEFITS. I f  you meet the condition8 for participation 

1. Basic separation AllOW8nCO. You will rocoive a lump cum 
payment equal to five percent (5b ) of your annual bare salary rate 
in effoct-as of Docorbir 31, 1990, multipliod by the nurber of 
full years of service you h a w  completed by Docerber 31, 1990, not 
to exceed twenty ( 2 0 )  years of service, reduced by: 

(1) the discounted prorent value of tho increaro in your 
benefits under tho ?ension ?lan attributablo to the V.C.C.R. 
?ension ?lan A~endrontr (calculated by BollSouth Corporation 
using the ?ension rlan's actuarial assumptions); and . 

( i i )  the amount of the paylent to you, if any, described 
in 2 bolow regarding the Alternate ?enrion rormula Allowance; 
and 

(iii) the dircountod preront valuo o f  the increare in your 
benefits, if any, under tho S m P  attributablo to the V . C . E . R .  
SCR? Anendrents (calculated by BellSouth Corporation using 
the Pension ?lan8r actuarial assu~ptionr). 

lor certain salos employoer tho Baric Separation Allowance will 
bo calculated on tho barir of your annual bar0 ralary rate as of 
Docerber 31, 1990 your rtandard sales incontive amount. 

4 2. ~lternate ?enrion rormula Allowance. I f  your ponrion 
bonefit undor tho ?ontion ?lan calculatod under the alternate 
pension benefit formula (doscribod on paqoa 14 and 15 of the 
summary plan de8CrlptiOn for the ?ension ?Ian datod Juno 1990) 
would exceed your actual ponrion brnotit i f  tho additional years 
of a90 and servico crodit undor tho V.t.t.R. ?onrlon ?lan 
A~endmenta woro applicable to that formula (taklng into account 
all rules applicable to that formula under tho ?oarion ?lan). you 
will roceive an additional lump 8uB payment equal to tho 
dircountod proront oalur (calculatod by BollSouth Corporation 
U 8 h g  the ?eaaion ?lanes actuarial assumptionr) of 8UCh O X C O S I .  

- - 
3. vacatlon Allowance. If you roparate from erplopont 

under the ?lan atter 0ecorb.r 31, 1990, YOU will rocoivo a l u m ~  
-*um pameat in lieu of unum8 1991 vacation day8 as of tbo dati 

of your separation from employment. 
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4. Waiver of Contributions for Group ?ledical Coveraqe. Cor 
D U C D O S ~ S  of the DellSouth nodical Assistance ?lan. or any - .  
S U C C ~ S S O ~ ,  you will-be treated as if you have completod thirty or 
BOK. yoars of employment, regardless of your actual term of 
employment, in order that you will not be required to contribute 
toward the cost of retirement modical benefits under cost-sharing 
arrangements generally applicable to retirees with fewer thsn 
thirty ( 3 0 )  years of service. 

5. Estimates and Payments. You will be furnirhed ertimates 
of your benefits under the ?ension Plan and the SER?. if 
appiicable, assuming a Docember 31, 1990 separation date and a 
January 1, 1991, pension effectivo date, which take into account 
tho ponrion enhanceaonts under the V.E.E.R. ?onrion Plan 
Amendments and the V.E.E.R. StRP Amendmonts. 

If you moot the conditions for participation and eligibility for 
benefits above, the determination and payment o f  your 8ctual 
Basic Separation Allowance. if 8ny. and, Altern8te ?enrion 
?ormula Allowance. if applicable, will be u d e  within 30 days of 
your separation d8h. 

YOU 8hould be aWaC8 th8t 811 P1.n 1-p 8- p8pOnt8 are 
conridered ordinary income and rubject to tho 8ppropriato 
withholding of federal, rtato, lOC81, and rocial rocurity (?ICA) 
taxes and are roportod on IRS Corm U-2. ?urthormoro, a lump rum 
papent Dad. undor the ?lan h88 no OffOCt on 8ny ponrion or other 
benefits to which you u y  otherwiro be entitlod at tho time of 
8OpaCltiOn. (SO. exception undor mRoduetionr or OffrOt8' below.) 

RECX?LOYHCNT. If you reparate from rervico undor the ?lan 
and are roeaployed by BollSouth Corporation or any affiliated or 
BubBidiary company or ontity a8 8 regular employee, you will be 
required to rofund to your participating company tho entire 
amount of your ?lan lump rum payments. 

8ZO requirod t8 Sign 8 r018a80 Waiving YOUi tight-to pUCrUO-8ny 
4 claim, action or procooding rol8ting to your omploymont with or 

termination by BollSouth or your p8rticipating corp8ny. 

?urthormoro, i f  you tilo 8 claim or procooding of 8ny kind 
rO8Ultin9 from your 8Op8C8tiOn O f  OmplOymOnt. 8uCh a8 WOrkOr8' 
Componration or elploymont dircrirination Claim, your ?l8n 
separation pay will bo reducod by tho 8mount o f  any aw8rd or 
rottloaent from 8uCh cl8im. action or procooding. 

your plan h i p  8um papontr 
sottlemont. . 

d; to rmini ti on 
in 8ccord8nco 
- 

- In addition, BollSouth m y  withhold p u t  or all o f  tho ?lan 
1-P 8- DaY.OntS durino tho DOndOnCV Of 8ny Such C18i.0 8CtiOn 

ir u d o  and tbon reduce 
w i t h  any a m r d  or 
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Finally, i f  you file a claim, action or proceeding a9afnst.a 
participating or affiliated company after receiving separation 
pay under the Plan and you subsequently receive an award or 
settlement. your participating company may: 

permitted by applicable law, up to the amount o f  the Plan lump 
sum payments; or 

- if no such lien is permissible, require you to repay to 
the company within 30 days of receipt of any w a r d  or settlement 
an amount equal to such avard or settlement up to the full amount 
of the Plan lump sum payments. 

- have a lien on the award or settlement, to the extent 

OTHER FACTS. 

Financing of Plan Costs. All lump sum payments under the 
Plan are paid fro8 the general assets of the participating 
companiesl 

. 

e of Plan. The ?lan is classified as a welfare benefit 
plan - un or provisions of the Cmployee Retirement Income Security 
Act of 1974, as amended (“LRISA.). 

?lan Administration. BellSouth Corporation, Room 13C02, 1155 
?eachtree Street, N.E., Atlanta, Georgia 30367-6000, is tho plan 
administrator rerponsible for the adsinirtration of the ?lan. 
BellSouth Corporation shall act through its Senior Vice 
?resident-Corporate Euman Resources or his/her dorignated 
representative. BellSouth has delegated to the V.L.L.R. Review 
Comittee, tha 8embership o f  which shall be designated by the 
BellSouth Senior Vice ?resident-Corporate Buman Ilesources, the 
authority and duty to reviev the denial of any claim upon receipt 
o f  a timely roquest fo r  a reviev a8 provided under ‘Claim 
Procedure’ below. 

administrative services for the eligible participant. of each 
BellSouth has delegated responsibility for handling ?lan 

.t participating company as follows: 

SollSouth Corporation 
SellSouth 0UD.n Resources Adsinistration, Inc. 
BellSouth D.C., :ne. 

V.L.L.R. Coordinator 
13B02 Campanile 
1155 ?archtree Street, N.L. 
Athat.. Georgia 30367-6000 - Telephone ( 4 0 4 )  249-2121 

BellSouth Services Incorporated 
V.L.L.R. Coordinator 
South L7X2 
3535 Colonnade ?arkway 

Telephone (205) 971-1214 
c Birmiltph88, AhbaBa 35243 
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South Contra1 Bell Tolephono Company 
V.L.L.R. Coordinator 
600 North 19th Stroet. 9th Floor 
Birrinqh&r. Alabama 35201 
Telophone ( 2 0 5 )  321-8546 

Southern Sol1 Telophone and Tolograph Company 
V . L . E . R .  Coordinator 
42v88 Southern Be11 Center 
675 Wort Poachtroo St., N.E. 
Atlanta, Goorgia 30375 
Tolophono (4041 529-8129 

BollSouth Cntorpriror. Ine. 
SollSouth Coamunicationr, Inc. 
BollSouth Financial Sorvicor Corporation 
BollSouth Information Syrtemr, Inc. 
BollSouth International, Ine. 
BollSouth Rorourcer, Inc. 
Sunlink Corporation 
BollSouth Advortiring L Publirhing Corporation 
BellSouth nobility Inc 

V.E.E.R. Coordinator 
Suit. 803 
1201 Poachtroo Stroot, N.L. 
Atlanta, Goorgia 30367-6000 
Tolophono (404) 249-4173 

Claim ?roeoduro. ?lan participant#, or any porron duly 
authorirod by a participant, may file a clair in writing for 
bonefitr undor tho rlan or any othor matter rolatod to tho rlan 
i f  thoy bolievo thoy havo boon treatod unfairly with torpoet to 
tho ilan. Tho writton claim murt bo aont to tho porron lirtod 
for tho rorpoctivo participating eoapaay under ?lan 
Adminirtration abovo within 60 days of tho dato of tho allogod 
unfair troataont, or occurronco of other facts giving tiso to tho 
claim. 

If the claia i s  doniod, tho claiaant will roeoivo writton - notieo of tho V.E.t.a. Coordinator*r docision, including tho 
specific roason(r) for tho decirion, within 90 dayr of tho dato 
tho claim was recoivod. 
nooded to u k o  a docirion. In much caror tho claiunt will bo 
notified in writing, within tho initial 90-day period, of tho 
roaron mor. t i n  is noodod. 

oxtonsion notico will 8hw tho dato by which tho docirion will bo 
rent. 

In momo C a r o l ,  mor0 t h n  90 days may bo 

An additional 90 days may bo takon 
to mako tho docirion i f  tho claiunt i8 sent 8uch notice. Tho 

- 
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ARROAll Irocoduro. Tho Appeals ?roceduro which follows gives 
tho rulos f o r  appealing a doniod claim. 

A claimant ray us. this procodure if: 

- no reply at a11 is roceivod by tho claimant within 90 days 

- in cases whoro a notice has oxtondod tho timo for an 

after filing the claim; or 

additional 90 days and no reply i s  recoivod within 180 days AftOr 
filing tho claim; or 

- written donial of tho claim for  bonefits or othor mattors 
i s  rocoivod vithin tho propor ti.0 limit and tho claimant Wish08 
to ~ppoal tho writton donial. 

If a claim for bonofits or roviow of any othor Battoc relatod 
to tho Ilan 18 doniod, tho participant, or 0th.~ duly authorirod 
porion, nay appoal this doni81 in writinq within 60 day8 after it 
is roeoivod. writton roquort for roviow of any doniod claim 
should bo sont diroctly to tho Alliltant V i c e  ItO8idOnt-luBan 
Rorourcos ?lanninq and Dov~lop~ont, 1916 Campanil., 1155 
Ioachtroe Stroot, N.C. , Atlanta, Georgia 30367-6000, who will 
thon refer it to tho V.C.C.R. Roviow Conittoo. Unlors tho 
V.L.C.R. Roviow Committoo rends notico in writinq that tho claim 
i8 A rpocial ear. noodinq mor0 t h e ,  tho COnittOO DUlt conduct a 
roviow and docido on tho appoal of tho doniod c h i s  within 60 
d8yr attor rocoipt 02 tho written roquort f o r  roviow. In sprcirl 
caror, neodinq mor. timo to mako a docirion, tho V . E . E . R .  Roviow 
Committoe will sond notico in writinq that thoro will bo a dolay 
and qivo tho roarontr) for tho dolay. In ruck caror, tho V.C.E.R. 
R0Vi.W COIP.ittOO BAY haV0 60 day8 BOCO, Or total Of 120 days, 
to 8 A k O  it1 deCi8iOn. 

If tho claiunt, or anothor individual deriqnatod by tho 

of a doniod claim, rueh porron ha8 tho riqht to sond to tho 
V.L.C.R. Roviow Conittoo a writton stato~ont of tho irsuor and 
any othor docurontr in rupport of tho claim tor bonofitr or othor 
mattor undor toviow. 

Tho V.E.E.1. Roviow Comaittoo's docirion rhall bo qivon to 
tho claimant i n  writinq within 60 day8 or, i f  oxtendod, 120 days 
and ahall includo tho rpocific roaron(r) for tho docirion. If 
tho V.C.C.R. Roviow Couittoo door not qivo it8 docirion on 
roviow within tho appropriato ti80 Ipan, the claiunt u y  
conridor tho C h i 8  doniod. 

Tho V.C.L.R. Roviow Conittoo rhall havo tho oxclurivo riqht 
and authority to dotorrino bonofitr under tho rlan and i t 8  
dotorminationr rhall bo final and conclurivo rith rorpoct to all 
puortionr arising in abinirtrtinq tho ?lan and rhall aot bo 

Cl8iBant to rOprO8Ont hiB/hOC, 8Ond8 8 Writton rOqUO8t for t0Vi.W 

* lubjoct to furthor roviow. 
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Logal Service. Process can bo rorvod on tho Plan 
Administrator by directing 8uch rervico to him at tho following 
addrorr: 

William 8 .  Barfield 
Suite 1 B O O  Campanile 
BellSouth Corporation 
1155 POlChtrOO Street, N.E. 
Atlanta, Goorgia 30367-6000 

?lan Rocordr. Tho Plan and a11 its rocordt aro kopt on a 
fiscal yoar basis, boginning Docombor 1 and onding Nov08ber 30 of 
osch p a r .  

Plan Idontification Nu8borr. Tho ?lan is identifiod by tho 
following numbors undor Xntornal Rovonuo Sorvico ( IRS)  rulos: 

58-1533433 Employor Idontification Nu8b.r asrignod by 

545  Plan Numbor asrignod by Bo1lSouth 

tho IRS 

Pian Continurnco. DollSouth, through tho Sonior V i c o  
?ror~dont-Corporato numan ROSOurCO8, may from timo to timo make 
changes in tho ?lan and may torminato tho ?Ian at any timo. Tho 
?lan in any w o n t  will automatically torminato April 30, 1991 (or 
no lator than Octobor 31, 1991 if tho orploymont of 
participant(r) in tho ?lan i s  oxtondod beyond April 30, 1991, 
undor tho torms of tho ?lan) oxeopt to tho oxtont that its 
administrativo procodurer neod to rouin in offect to procorr 
claims and payments for participants who soparatod from sorvico 
prior to that dato. M y  changos or tormination shall not affoct 
any right8 undor tho ?lan to which you u y  havo proviously bocomo 
ontitlod. Tho ?ran shall comply with applicablo fodoral laws and 
applicable stat. and local laws to tho oxtent not pro-08pt.d by 

8uch roquirosontr. 
ERISA, and Will bo amondod, if noCeSB8KY, in order to satisfy any 

Ilan DOC~80nti. This documont is intendod to servo 88 both 

of such plan. ?artleipants in this plan at. ontitled to oxa8ine, 
without chatgo, all plan documonts, including any documents and 
roports that at0 uintainod by tho plan and/or filod with 8 
Podoral Govornront Agency. Thoro documents 4re availablo for 
toview at oach ?lan Coordinator~s office. I f  a participant is 
unablo to oxamino tho documents at Buch a location, ho/rhe should 
writ. tho ?lrn Mministrrtot, specifying tho documonts to be 

examino thom. 
for exaaination at that vork location within 10 days of the date 
tho ropuost was -do. 

4 tho XU11 tOXt O t  tho ? h n  88 Well 80 8 S m r y  ? h n  DOSCrfptiOn 

oxarinod and at which work location the partiCip8nt Wi8h.S to 
C o p i u  of such documonts will bo u d o  aoailablo 
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At any timo, participants may roquort c0pi.r of any Plan 
documontr by writing to tho Plan Administrator at 113CO21 
Campanilo, 1155 Poachtroo Stroot, N.E., Atlanta, Goorqia 30367- 
6000. Participants vi11 bo charqod a roasonablo foo  for copios 
of tho documontr roquostod. 

RIGHTS OF A PLAN PARTICIPANT. AS a participant in tho 
BellSouth CorDorrtion Voluntarv Cnhaneod Early Rotiromont 
Program, you iro entitlod to cirtain rights ai6 protoction under 
the Employee Rotiromont Incomo Socurity Act of 1974 (ERISA). 
ERISA providrs that all plan participants shall bo ontitlod to: 

a11 documontr filod by tho plan with tho U.S. DOpartBOnt of 
Labor, if any; and 

- obtain copier of a11 plan documontr and other plan 
information upon vritton roquost to tho ? h n  AdBini8trAtOr as 
dorcribod abovo. 

imposos dutios upon tho poop10 rho at. rorponsiblo for tho 
oporation of omployoo benefit plans. Th8 peoplo who OpOt8tO your 
plan, called 'fiduci8rier' of tho plan, have 8 duty to do 80 
prudontly 8nd in tho intorort of you and othor plan p8rticipantr. 
No one, including your omployer, or 8ny other potson. 8.y 
torminato your eaploymont Or otherviro dircriminato 89ain8t YOU 
in any way to provent you from obtaininq a bonofit or exorcisinq 
your rights undor ERISA. 

you havo cortain rights of roviov 8s describod in this doeumont 
undor '?Ian AdBinistration' 8nd .Claim ?rocedureg. 

Undor ERISA, there 8ro steps you c8n t8ko to enforce the 
abovo rights. ror instanso, i f  you roquort materials from your 
Pl8n Adminirtr~tor and do not recotvo them within 30 days, you 
may file suit in a federal court. In such ~ 8 8 0 .  the court may 

up to $100 a d8y until you recoive the utorialr, unles8 the 

the ? h n  Abrini8tt8tor. If you have 8 claim for benefits which 
is denied or ignored, in whole or Ln part, you u y  fllo 0Uft in a 

- oxamino, vithout charqo, all plan docwontr and copios of 

In addition to croatinq rights for pl8n p8rticipantr, ERISA , 

If your chi. for benefits i s  deniod, in who10 or in part, 

C O W i r e  the ?l8n AdBiDiltZ8tOC to provide the uteri818 and p8Y 

88tOCialS WCe not SOnt k C 8 U B O  Of te88OnS boyond the COnttOl Of 

stat. Or feder.1 court. 
88sertfng your tights, YOU B8y soek 888iStanCO fro8 tho U.S. 
DOP8CtBOnt O f  L8bor Or YOU 8.y file suit in 8 f.d.r.1 Court. tho 

YOU 8Ce BUCCOllfUl, the Court U y  order the pet80n YOU h8VO sued 

If YOU are discriminated 8g8inst for 

Court will decide vho will P8Y Court costs and leg81 f0.8. If 
to D8Y thoso costs 8nd f0.8. If YOU loso. the Court may order ~.~ . . ~~. 
you-to p8y those costs 8nd fees  i'r, for oxuplo, it finis your 
C h i 8  i 8  friVOlOU8. 

C I  
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If you havo any quostionr 'about tho ?lane you should contact 
ho V . t . t . R .  Coordinator. If you havo any quostionr about thir ' 

statoront of your rights, or about your rights undor ERISA, you 
should contact your nearest A r o a  Offico of tho U.S. Labor 
Hanagonent Sorvicor Adninirtrbtion, Departront of Labor. 
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BXLLSOVR C O U O U T I O N  
VOLUNTARY ENEANCID W L Y  RETIREXZWT ?ROG1uII 1991 

S-Y ?M DXSCRI?TIOM 

23, 1991 
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B L L L S O ~  COR?OMTION 
VOLrmTMY W C E D  EARLY R C T I X U U N T  ?ROGIuII 1991 

Summary rlan Dorcription 

Tho Voluntary Cnhancod E a r l y  Rotiroaont ?rogram 1991 (coforrod to 
horoin ar tho 'rlan' or "VCCR '91") ir dorignod to provido 
rpoeial rotiromont bonofitr for managomont omployoor of 
participating companior who oloct to voluntarily roparato from 
omployront undor tho conditionr dorcribod bolow. 

Tho BollSouth I¶anagoaont ?onrion rlan (tho "?oarion Plan") ir 
boing amondod t o  provido that omployoor whoro combinod a90 and 
rorvieo oqualr or  oxcoodr rixty-fivo ar of Juno I, 1991 (tho Rulo 
of 6 5 1 ,  and who oloct to participato in VEER '91, will bo 
oligiblo for a rorvieo ponrion undor tho ?onrion ?lan. 

Tho omployoor oligiblo to participato in a E R  ' 91  a10 a l l  activo, 
full-tiro managomont omployoor of participating companior (othor 
than officorr at tho Tior I lovol) who, ar of Juno 1, 1991, aro  
oligiblo to rotiro undor tho ?onrion rlan with a rorvico ponrion 
(including thoro rorvico ponrion oligiblo undor tho Rulo o f  6 5 ) .  

Cligiblo omptoyoor who roparrto from omplopont undor tho Plan 
(1 )  will rotiro with a rorvico ponrion undor tho ?onrion ?lan, 
( i l l  may oloct t o  rocoivo thoir ?onrion ?lan bonofitr in tho form 
of a lump au8 prpont. (iii) will rocoivo troat~ont undor tho 
BollSouth ~rodical Arairtanco ?ran as i f  thoy havo thirty yoarr of 
rorvico, which undor tho curront tormr of that plan rorultr in a 
waivor of cortain contribution roquiromontr applicablo to 
rotiromont modical bonofitr and (iv) will rocoivo a carh payront 
in liou of  unurod vacation dayr. In addition, cortain omployoor 
may bo ontitlod to a carh papont (outrido tho ?onrion ? h n )  of 
tho typo offorod undor tho BollSouth Corporation Voluntary 
Cnhancod Early Rotiromont ?cogram, offoctivo Docombor I, 1990 
( .VttR" 1 .  

?onrion bonofitr vi11 rofloct tho additional fivo yoarr of 890 
and rorvico includod in tho ponrion onhancomontr mad. in 
connoction with V t C R .  

Tho ?lan ir offoctivo Juno 1, 1991 and applior to thoro oligiblo 
omployoor who u k o  an oloction during tho poriod from June 1 to 
July 31, 1991 t o  voluntarily roparato from omplopont and who 
voluntarily roparato from omployront purruant to tho rlan on a 
dato dotorminod by tho participating company aftor conrultation 
with tho omployoo no lator than Octobor 31, 1991. 
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BCLLSOUTE CORIORATION 
VOLUNTluY CNUNCED C M L Y  RICTIREllENT I R O G l U l l  1991 

PARTICIPATING COMPANIES. Tho Plan ir only available to 
omployoor of tho followrng participating companior: 

BollSouth Corporation 
BollSouth Human Rorourcor Adminiatration, Inc. 
BollSouth D.C., Inc. 
Bo1lSouth Sorvicor Incorporatod 
South Contra1 B o l l  Tolophono Company 
Southorn B o l l  Tolophono and Tolograph Company 
BollSouth Cntorpriror, Inc. 
BollSouth Communiertionr, Inc. 
BollSouth rin8ncirl Sorvicor Corporation 
BollSouth Information Syrtomr, Inc. 
BollSouth Intornational, Inc. 
BollSouth Rorour~or, Inc. 
Sunlink Corporation 
BollSouth Advortiring 4 Iublirhing Corporation 
Bol1South llobility Inc 

?ARTICIIATION. You 8ro conridorod a p8rticipant and 
oligiblo to rocoivo bonofitr undor tho Ilan, rubjoct to your 
ratirfaction of a11 applicable mandatory condition8 to bonofit 
ontitlomont doreribod in 'Eligibility for BonofitrD bolov, i f  you 
moot both of tho folloving critorir: 

1. Emolovrront Strtur. You murt bo a rogular full-ti80 
managomont omployoo of a participating company activoly at work 
or on a dopartmontal loovo not oxcooding 30 dayr. Officorr at 
tho Tior I lovol aro oxcludod. If you aro on a loavo of abronco 
(othor than a 30-day dopartmontal loavo) 8nd havo Band8tOry 
roturn right8 to roturn from loavo pursuant to thoro roturn 
right. prior to Novombor I, 1991 or aro rocoiving bonofitr undor 
tho Sicknorr and Accidont Dirability Ilan, you m y  mako an 
oloction to soparato from rorvico undor tho Ilan but you will not 
bo conridorod a participant and oligiblo for tho Ilan bonofitr. 
and your oloction will bo dirrogardod, unlorr you roturn to 
activo rorvico as a rogular full-timo managomont omployor o f  a 
participating company pr ior  to your actual roparation from 
rorvico dato or Novombor 1, 1991, vhichovor occurr firrt. 

2. Sorvico IOnriOn Eligibility. You murt bo oligiblo to 
rotiro with a nrorvico pontion' undor tho tormr o f  :50 ?onrion 
?lan on Juno 1, 1991, undor oithor normal ?maion Ilan rulor or 
tho ltulo o f  65 dorcribod bolov. 

1 
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( a )  Normal Pension Rules. Under noraal Pensron Plan 
rules, you are  e l a q i b l e  for a service Pension i f  YOU meet one of 
the felfowing: 

any age 
sa _ _  
5 5  
6 5  

Term of Laployment/Net Credited Service 

30 years 
25 years 
20 years 
10 years 

(b) Rule of 6 5 .  the Pension Plan i s  being aronded in 
connection with VIER '91 to provide that you may be elipiblo f o r  
a service pension i f  tho sum of your actual a90 and actual torn 
of eaployment or net credited service as of June 1, 1991 equals 
or exceeds sixty-five ( 6 5 ) .  In order to bo service pension 
eligible undor the Rule of 65, you must eloet to participate and 
in fact terminate employment under VIER '91. This is not a 
peraanent ?onsion Plan featuro and oligibility to oloct to retire 
with a sorvice ponrion under tho Rule of 65 will oxpiro on July 
31, 1991 at tho close of tho oloction window. In addition, only 
whole years of age (i.e., your actual attainod age as of your 
aost recent birthday) and actual full yoars of your tor. o f  
eaployment or net creditod sorvico 81 of June 1, 1991 are countod 
in deteraining eligibility under the Rule of 65. 

condition8 aet forth in "Eligibility for  Benefit8" bolow aro 
oligible to participato i n  tho ?lan. rogardloss of thoir job 
titlo or classification, dOpart8Ont, or aqo. All individuals who 
do not satisfy the proceding critoria and conditions aro not 
eligible to participato in tho ?lan. rOgaCdlO8S of thoir job 
title or elarsification, dopartaont, or ago. lloro dotailsd 
information concerning the aqos and titlos of individuals who ace 
eligiblo and who are not oliqible to participate in VEER '91 i s  
available, on request, through your Company VEER '91 Coordinator. 

All individuals who satisfy tho procoding eritoria and the 

ELIGIBILITY ?OR BENEFITS. AISUBhp that you qualify as 8 
ParticiDant. YOU will b 0 oliaiblo to roerive ?lan benofits only 
under the folioving conditions: 

1. Elretion. You must u k o  an oloetion (tho 'Lloction") 
to voluntarily soparato fro8 service under tho ?lan on the form 
provided f o r  this purpose, including tho roleare includod as part 
of that for.. during tho poriod from Juno 1 through July 31, 
1991. Your Lloction form ~ u r t  bo hand-dolivorod. or post-markod 
if 88il.d. on or bofoco July 31, 1991 to tho ?l8n Coordinator for  
your p8rtiCipating company. Tho Pl8n Coordinators and thoir 
addrossor a10 lirtod in tho ?lan Adminirtrrtion roction o f  this 
booklot. This Election will roquiro you to soparato from 8orviee 
on or boforo Octobor 31, 1991 (or Deco~bor 31, 1991, undor 
circum8t8ncos dorcribod in 2 bolow), on dato dotorsinod by 
your p8rtiCipating co8pany 8ft.r eon8u1t8tion with YOU. 

- 

.. 
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2. Soparation from Sorvico. You must actually roparato 
from rorvico on or boforo Octobor 31, 1991 on 0 dato dotormrnod 
by your participating company, barod upon itr burinorr noodr 
rolatrng eo fore.  planning, aftor conrultatron with you. Your 
participatang company may, hovovor, roquiro your omploymont 
boyond Octobor 31, 1991, bocauro of your participation in an 
activity which. in tho opinion of tho participating company, 
nocossitator your omploymont boyond Oetobor 31, 1991. In tho 
ovont your participating company dotorminor that your omploymont 
is roquirod boyond Oetobor 31, 1991, tho roparation dato vill bo 
rot by tho participating company but will bo no lator than 
Doco8bor 31, 1991. Approval of your Company ?roridont or 
hir/hor dorrgnato i s  nocorrary for oxtonrion of tho soparation 
date boyond Octobor 31, 1991. 

If, aftor making an oloction to roparato undor tho ?lan but 
prior to your actual roparation dato, your omployront torminatos 
by roaaon of doath, disability (unlorr you roturn to activo 
rorvico as a cogular full-ti80 unagomont omployoo prior  to your 
actual soparation dato or Novombor 1, 1992, vhichovor occurs 
first), or tormination by your participating company for  cauro, 

cancolod and you vi11 not bo oligiblo to rocoivo ?lan bonofitr. 

and oligability for bonofitr abovo, you will bo ontitlod to 
rocoivo tho following bonofitr undo? tho ?lan: 

1. ?onrion 8onofitr. You vill bo ontitlod to tho 
following ponrion bonofitr (vhich vill rofloct tho additional 
fivo yoarr of a90 and sorvico includod in tho ponrion 
onhaneomontr mad. in connoction with VEER): 

your OlOCtiOn to 8OpaCatO undor tho ?Ian 5 8  aUtO8atiCally 

?LAN BENCrITS. If you moot tho condition8 for participation 

( a )  Sorvico ?onrion. You vill roeoivo ponrion bonofitr 
undor tho hnrion ?lan (and tho BollSouth Corporation 
Supplomontal Crocutivo Rotiromont ?lan (StR?), i f  you a180 
participato in that plan) undor tho rorvico ponrion rulor of 
thoto plan8. 

(b) Lump Sum Option. You may oloct to rocoivo your ponrion 
bonofit unaor tho ?onmion Plan in tho form of a ring10 lump rum 
distribution. Tho lump rum distribution a8ount will .qual tho 
dircountod proront valuo (as  of Docorbor 31, 3990)  of your 
anticipatod lifotiao monthly ponrion bonofit. 

lrup rum vi11 satisfy 111 obligations of tho ?ension ?Ian with 
rorpoct to tho80 bonofitr and you will not be ontitlod to any 

bonofitr, i f  any, which may bo grant06 to t r t i r o o s .  

?aymont of your ponsion bonofitr undor tho ?onrion ?Jan as a 

fUtUr0 ponrion bonofitr, 8UCh aa pOSt-rOtite8Ont inCr0.808 in 
e- ” 

. 
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the Penrion Plan i r  beinq amended to offer temporarily this 
lump rum payment option. It ir not a permanent Penrion Plan 
feature and the opportunity to elect the lump rum option will be 
available only a r  provided in the Plan. 

the lump sum option applies only to Penrion Plan benefits payable 
from the Penrion Plan trust. Accordingly, for thore employeer, 
the lump rum option does not includr either SEI? benefitr or 
"excorr bonefitr" (thore in excerr of  the maximum permirrible 
amount that may be paid from the Penrion ?lan trust under the tax 
lava) which are paid directly by participating eompanier. In the 
case of employeer not eligible f o r  SCRP benefits. such 'excers 
benefits" are included in the lump rum option. 

In the case of  employeer entitled to brnefitr under SLAP, 

2. Vacation Allowance. You will receive a carh paymenr in 
lieu of unured 1991 vacation dayr a r  of the date of your - - 
separation from employment. 

3. Contributions for Post-Retirement Group Medical 
COVOraq8. for purporer o f  the BellSouth Redrcal Asristance Plan, 
or any ruccersor. you will be treated ar if you have eompletrd 
thirty ( 3 0 )  or more years of employ.ent, regardlerr of your 
actual tor. of employment, in order that you will not be 
required. under current ruler, to contribute toward the coat of 
retirement medical benefits under coat-rharing arrangementr 
generally applicablr to retireer with fewer than thirty (30) 
yeart o f  service. 

4. Carh Payments (Outside the Ienrion Ilan). I f ,  ar  of 
December 31, 1990 , you either had completed thirty (30) or more 
actual "yearr of service. (as  that term ir ured in the ?enrion 
?lan) or  had attainod at leart the actual a90 of fifty-one (51). 
you may receive a Cash payment (in addition to any amounts 
payable from thr ?ension ?lan) ar dercribed below. 

payment equal to five porcent 15b) of your annual bare ralary 
rate in effect ar of Decembrr 31, 1990, multiplied by the number 
of full yearr of service you had completed on December 31, 1990, 
not to exceed that annual bare salary, reduced by: 

( i )  the dircounted pterent valua of  the increare in your 
benrfitr undrr the ?enrion ?lan attributable to the ?enrion ?Ian 
onhaacementr made in connection with VCZR (calculated by 
BellSouth Corporation uring the ?ension ?lanes actuarial 
arrruptionr applicable to carh-out dirtributionr), determined as 
of December 31, 1990: and 

( a )  Baric Semration AllOWanCO. You will receive a earh 

(ii) the amount of the payment to you, if any, dercribed 
in 4 ( b )  below reeardin9 the Alternate ?ension Formula Allowance: 
and 
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( i i i )  the discounted present value of  the increase in your 
benefits, i f  any, under the SCR? attributable to the SEX? 
enhancements made in connection with VCLR (calculated by 
BellSouth Corporation using the ?ension ?lanes actuarial 
assumptions applicable to cash-out distributions), determined as 
of December 31, 1 9 9 0 .  

cases, result in no payment being made as a Basic Separation 
Allowance. 

lor certain sales employees the Basic Separation Allowance 
will be calculated on the basis of your annual bare salary rate 
as of December 31, 1990 e your standard sales incentive 
amount . 
benefit unaer the Cension Plan calculated under the alternate 
pension benefit formula (described on pages 14 and 15 of the 
summary plan description for the ?ension ?lan dated June 1990) as 
of December 31, 1990, would exceed your actual pension benofit 
as of December 31, 1990, if the five ( 5 )  additional years of age 
and service credit under the ?ension Plan amend8entr rad. in 
connection with VEER were applicable to that formula (taking into 
account all ruler applicable to that formula under the ?ension 
?lan), you will receive an additional cash ayment oqual to the 

using the ?ension ?lanos actuarial assumptions applicable to 

NOTE: Calculations made under these provisions may, in some 

(b) Alternate Pension ?ormula Allowance. If your pension 

dircounted prerent value (calculated by Del P South Corporation 
cash-out distributions) Of such eXCI88. 

5. Estimates and ?avlents. You will be furnished a 
statement of your benefit8 under the ?enrion ?Ian and the SEX?, 
i f  applicable, including the lu8p OUB value of the ?ension ?lan 
benefit, 8 s  determined on December 31, 1990 under the pension 
enhancements made in connection with VEtR. The actual amount of 
your pension benefit will bo the amount reflected on the 
atatement or, i f  greater, your pension benefit calculated as of 
your actual date of retirement disregarding the VEER pension 
enhancements. 

If you meet the Condition8 for participation and eligibility 
for benefit8 above, the deter8inrtion and payment of your actual 
Baric Separation Allovance, if any, and Alternate ?ension 
?Or8Ula Allow8nc8, if applicable, will be made within 30 days of 
your separation date. 

8Ad-8OCi.l recurliy i r r m  t u a r  .ad i r a  roportod on IBS ?OtB 
-2. .- . 
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~1.0 income tar laws applicable to distributions of Pension 
Plan b8nefits are ertreme1y complex. 
true of amounts distributed in a lump sum. 

making any election with regard to those benefits. 

benefits) have 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.) 

RLEMPLOYMLNT. If you separate from service under the Plan 
and ace reompl=yed by BellSouth COrpOrJtiOn or any affiliated or 
subsidiary company or entity as a r0qUl.r emplOyO8, you will be 
required to refund to your participating company the entire 
amount of your Plan cash payments (other than Ponsion Plan 
benef i t i  1 . 

This can be particulirly 

You are encoura9.d to seek professional tax advice before 

Payments made under the Plan lother than Pension Plan 

RLOUCTION OR O??SETS.  As described in "Eligibility for 
~ e n e f i t s ~  above. as a condition to electina Plan ~ a m e n t s .  vou . .~~ 
are required to- sign a r8haIe waiving you; right' ti pursue any 
claim. action or proce8ding relating to your employment with or 
termination by DellSouth or your participating company. 

~urthoraorc. if you file a claim or proceeding of any kind 
resulting from your separstion of employnent, such as a Workers8 
Compensation or employnent discrimination claim, your Plan cask 
payments (othor than benefits payable fro. the ?ension Plan 
trust) will be reduced by the amount of m y  award or settlement 
from ruch claim, action or prOCO8ding. 

In addition, BellSouth u y  withhold part or a11 of the Plan 
cash payments (other than benefits payable from the Pension Plan 
trust) during the pendency of any such claim, action or 
proceeding until a final determination is made and then reduce 
those Ilan payrents in accordance with any award or settlement. 

?inally, if you f i l o  a claim, action or procoeding .painst I 
participating or affilirtod company after rocriving carh payments 
under the ?lan and you Sub8equOntly receive an award or 
settlement. your participating company may; 

permitted by applicable law, up to the amount of the Plan cash 
papentr (othor than benefits payable from the Pension Plan 
trust); or 

- i f  no ruch lion ir permirsibh, roquiro you to repay to 
the company within 30 dayr of roceipt of any aw6cd or retthmont 
an amount equal to such award or sottlen8nt up to tho full a8Ount 
of tho Plan cash paymnts (other than bonofits payable fro8 the 
tension ?lan trurt). 

c 

- have a lien on the award or setttorent, to the extent 

- 
. - -- 
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OTRLX IACTS. 

Iinancinq of ?lan Corti. All cash paymontr fothor than 
bonofits ~avablo from tho Ponrion Plan trurt) undor tho rlan aro 
paid  from- tho gonoral asrota of tho participating co8pani.r. 

plan + un o r  provrrionr of tho Cmployoo Rotironont Incomo Socurity 
Act of 1974, a8 amondod ("ERISAw). 

T 0 of Plan. Tho Plan is clarrifiod ar a volfaro bonofit 

rlan Adminirtration. BollSouth Corporation, Roo8 13C02, 
1155 ?oachtroo Stroot. N.L., Atlanta, Goorqia 30367-6000, i s  tho 
plan adminirtrator rorponriblo for tho administration of tho 
Plan. BollSouth Corporation shall act through its Sonior V i c o  
rroridont-Corporato R u u n  Rosoureos or his/hor dorignatod 
roprorontativo. BollSouth has dologatod to tho VELR '91 Roviov 
Committoo, tho momborrhip of vhich rhall bo dorignatod by tho 
Dollsouth Sonior v i c o  rroridont-Corporato B u u n  ROSOUICO~, tho 
authority and duty to rovior tho donial of any claim upon 
roeoipt of a ti8oly roquort for a roviov as providod undor wClaim 
?rocodurow bolov. 

BollSouth har dologatod rosponribility for handling ?lan 
8dminirtratiVO rorvicor for tho oligiblo participants of oach 
participating company as follows: 

c 

BollSouth Corporation 
BollSouth Ekman ROSOUICOS Abrinirtration, Inc. 
B.llSouth D.C., Ine. 

VLCR '91 Coordinator 
13B02 Campanil. 
1155 ?oaehtroo Stroot, N.C. 
Atlanta, Goorgia 30367-6000 
Tolophono ( 4 0 4 )  249-2121 

BollSouth Sorvicor Incorporatod 
South Contra1 Boll Tolophono Company 
Southorn Boll Tolophono and Tolograph Company 

VtgR '91 Coordinator 
South C7Al 
3535 Colonnado mrkvay 
Birmingham, Alabama 35243 
Tolophono (205) 977-0715 

DollSouth tntorpriror. Inc. 
DollSouth Communications, Inc. 
BollSouth financial Sorvieor Corporation 
BollSouth Inforution Systoms, Inc. 
BollSouth Intornational, Inc. 
Bollsouth Rosourcos. Inc. 
Sunlink Corporation 
BollSouth Advortising L Wblishing Corporation 

.. 
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BellSouth nobility Inc 
VEER '91 Cootdinator 
Room SCOO 
1100 Peachtrea Street, N . L .  

Telephone ( 4 0 4 )  249-4173 
Atlanta, Georgia 30367-6000 

Claim Procedure. Plan participants, or any parson duly 
authorrred by A partielpant. may f i l e  A claim in writing for 
benefits under the Plan or any other matter related to the Plan 
i f  they bOli8Ve 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. 

notice of the VEER '91 Coordinator's decision, including the 
specific reason(8) for the decision, within 90 day8 of the date 
the claim was received. In some Cases, more than 90 days may be 
needed to make 8 decision. In such cases the claimant will be 
notified in writing, within the initial 90-day poriod, of the 
reason more tire i s  needed. An additional 90 days may be taken 
to make the decision if the cl8irant i s  sent such a notice. The 
extension notice will show the date by which tho decision will be 
sent. 

If the claim is denied, the claimant will receive written 

Appeals Procedure. The Appeals Procedure which follows 
gives the rules for apposling 8 denied claim. 

A claimant ray use this procedure i f :  

- no reply at a11 is received by the claimant within 90 
days after filing the claim; or 

- in cases Where a notice h88 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 clair for benefit8 or other matters 
is received within the proper time limit and the claimant wishes 
to appoal tho written denial. 

If a claim for benefits or review of any other matter 
related to tho Plan is denied, the participant, or other duly 
authorisod person, m y  appeal this denial in writing within 60 
drys after it ir roceived. Written request for review of any 
denied claim rhould be 8ont directly to the A88i8t8nt Vice 
President-Human Rosoureos Planning and Devolopment. 1916 
Cimpanile, 1155 Ieachtree Street, N.L., Atlanta, GOOtgi8 
30367-6000, who will then refer it to the VEER '91 Review 
Committee. unless the WER '91 Review committee oends notice in 
writing that the claim i s  a rp8ci.l ca8e neoding more the, the 

L 

- 
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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 '91 Review Committee will rend notice in 
writing that there will be a delay and give the reasonts) for the 
delay. In such cases, the VEER '91 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 reprrsrnt him/her, sends a written request for review 
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 o r ,  if extended, 120 dayr 
and shall include the specific rraron(s) for the decision. If 
the VEER ' 9 1  Review Committee doer 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 
determinations shall be final and conclusive vith respect to a11 
question. arising in administering the Plan and shall not be 
subject to further review. 

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

William 8. Barfield 
Suite 1800 Campanile 
BellSouth Corporation 
1155 Peachtree Street, N.C. 

Plan Records. The Plan and a11 it8 records are kept On 

Atlanta, Georgia 30367-6000 

fiscal year basis, beginning June 1 and ending Hay 31 of each 
year. 

?Ian Identification Numbers. The Plan is identified by the 
following numbers under Internai Revenue Service (IRS) rules: 

58-1533433,Employer Identiffcation Nuder assigned by 

551 Plan Number assigned by BellSouth 

Plan Continuance. BellSouth, throuqh the Senior Vice 
~rrsiaont-corporate numan Resources, may from time to time u k e  
change. in the Plan and-uy terminate the Plan at any time. 
Plan in any event will automatically terminate October 31, 1991 

the IRS 

e- - The 
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l o r  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 payments 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 l aws  to the extent not preempted by 
ERISA. and will be amended, if necessary, in order to satisfy any 
such requirements. 

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 naintained by the Plan and/or filed with a 
redera1 Government Agency, that are required to be disclosed 
under ERISA. These documents are available for r8view at each 
Plan Coordinator’s office. If a participant i s  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 them. 
Copies of such documentr will be made available for exanination 
at that work location within 10 days of the date the request was 
made. 

document8 by writing to the Plan Administrator at 13C02 
Campanile, 1155 Peachtree Street, N . L . ,  Atlanta, Georgia 30367- 
6000. Participants will be charged a reasonable f.8 for copies 
of the documents requested. 

At any time, participants may request copies of any Plan 

RIGXTS 01 A PLAN PARTICIPANT. As a participant in the 
BellSouth Corooration Voluntarv dnhaneed Larlv Retirement - __._ ._ .. 

Program 1991;you are entitled-to certain rigits and protection 
under the tmployee Retirerent Income Security Act of 1974 
(ERISA). ERISA provides that all plan participants shall be 
entitled to: 

- examine, without charge, a11 plan documents and copies of 
L a11 documents filed by the plan with th8 U.S. Department of 

Labor, i f  any; and 

information upon written request to the ?lan Administrator as 
described above. 

imposes duties upon the people who are responsible for the 
Op8rktiOn of employee benefit plans. The peOp18 who operate YOUr 
plan, called afiduciarierm o f  the plan, have a duty to do so 
prudently and in the interest of you and other plan participants. 
NO one, including your ” employer. or any other perron, may 

- obtain copies of all plan documents and other plan 

In addition to creating rights for plan participants, ERISA 
c . 
c - _  
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. 
terminate your employment or otherwise discriminate against you 
i n  any way to prevent you from obtaining a benefit or exercising 
your rights under LRISA. 

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". 

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. 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 s8nt because of reasons beyond the control o f  
the Plan Administrator. I f  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. I f  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. If you lose, the court may order 
you to pay these costs and tees if, for example, it finds your 
claim is frivolous. 

Under ERISA, there are steps you can take to enforce the 

If you have any questions about the Plan, you should contact 
the V t r x  '91 Coordinator for your participating co8pany. If you 
have any questions about this statement of your rights, or about 
your rights under tRISA, you should contact your nearest Area 
Office of the U.S. Labor Hrnagement Satvices Administration, 
Department o f  Labor. 
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BELLSOUTH CORPORATION 

c 

. 
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VOLUNTARY ENHANCED EARLY RETIREMENT PROGRAM 1991: 

ELECTION AND RELEASE 

Part I: ELECTION 

I have been offered the opportunity and voluntarily elect to prnicipatc in the 
Be!lSouth Corporation Voluntary Enhanced Early Retirement Program 1991 ("the Plan" 
or "VEER '913 
Corporation or one of the BcllSouth Corporation companies panicipating in the Plan 
(hereafter collectively referred to u 'BellSouth') will terninate immediately after the 
close of business on 8 day to be determined by BellSouth after consulution with me. but 
not later than October 31. 1991. BellSouth may designale a 1 8 1 ~  termination date. no 
later than December 31. 1991. because of my panicipation in an activity which, in the 
opinion of BellSouth. requires my employment beyond October 31. 1991. 

1 agree that my election to participate in VEER '91 rad to terminate my 
employment will become binding and imvocablc after seven (7) cr lcndu days 
following the dale that I sign this Election aad Release. I wdcnund that BellSouth 
may rcccpt Or rejal my elcccion Md that it will n d f y  me of i u  decision IO accept or 
reject. If BellSouth rejects my Election I uaderxmd rbu Mi Uection and R c l w e  is 
revoked. 

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

Pursuant to that election I agree chu my employment by BellSouth 

Pan 11: WAIVER AND REL&ASE OF CLAIMS 

. I acknowledge thu I was given &e opportunity IO review and to consider the 
Plan (wbicb is rlro a rummay plan description for the Plan) and a sample Of this 
Election and Rclcuc for a period of u Ius1 forty-five ( 4 3  days. 
commencement of that fony-five day period I was dviscd to discuss the terns of the 
Plan with M attorney. 
voluntarily elect to participate in Ihc PlM. 

which bencfiu represent valuable consideration in addition to other forms of 
compensation or knefiis to which I presently 8m cntlllcd. J fuunher achowl~dgc  and 
8 g f C C :  

1. 

Prior to the 

I fully understand the binding naiure of this Relcuc and I 

In consideration for the bcncfiu Ihat are k i n g  extended to me under the P h .  

To Waive and re~easc any and ail claims. of vhucvcr nature, uising out of my 
cmploymcnt. and/or the termination of my employment with BellSouth (other 
rhrn my right io enforce the tenns of the Plan and my right IO mimcnt 
knefiu which have accrued. k e n  funded. and rmed u of the date of this 
rclwc) Utat I might ha& pursued against BellSouth. iu cumnt  rad future 
subsidiaries m d  divisions. and their difeclon. officers. ~ p l o y r r .  atmmeys. and 
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2. 

3. 

agenu. specifically including, but not limitcd to. all rights and claims that I or 
anyone acting through me. my estate. or on behalf of me or my estate. might have 
had or rsrencd under the Age Discrimination in Employment Act of 1967. 
mendeb: the Civil Rights Act of 1964. as amended: the Civil Rights Act of 1866. as 
amended: the Employee Retirement Income Security Act OS 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 FU~SUC 
a claim of the type described in  the preceding paragraph. BellSouth shall have 
the right to withhold or IO recoup all or pan of the Plrn cash payments. if any. 
other than cash benefits payable from the Pension Plrn qualified INSI. 

That I am unaware of any actions or inactions by BellSouth which I believe would 
constitute a violation of any federal. slate. or locd law. or N l c  prOmulg81ed by 
m y  adminisrntive body which has jurisdiction over BellSouth. 

. __  

. That, in clecung io panicipate in VEER '91. I am not relying on m y  
representation or promise that BellSouth will not offer my future voluntary 
early retirement plans. or. if BellSouth doer offer such a plan. that the plan would 
not provide benefits different from hose provided by VEER '91. .- 

: 
4. To repay BcllSoutb the entire MOWI of my Plm cuh prymenu. if my. other 

tbm benefits payable from the Pension PIm. should I k reemployed by 
BellSoutb Corporation or any affiliated or subsidiary company or entity as a 
ro~ular employee. 

That if any of rhc provisions of thi Election rad Re- ut deemed 
unenforceable and/or invalid. then such provisions will be severed and will not 
have any effect on the remaining provisions of tbir document. 

5. 

I HAVE READ AND FULLY UNDERSTAND THE TERMS OF THIS DOCUMENT 
AND VOLUMARILY SlCN THIS ELECTION AND RELEASE. 

. 
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Name (Plcuc Print) 

Social Security Number (Required) 

(2 
Daytime Telephone Number 

., 
Dale 
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BELLSOUTH CORPORATION 

VOLUNTARY ENHAXCED EARLY RETIREMENT PROGRAM 1991: 

ELECTION AND RELEASE 

Part I: ELECTION 

I have been offered the opponunity and voluntarily elect to participate in the 
BellSouth Corporation Voluntary Enhanced Early Retirement Program 1991 ('the Plan" 
or "VEER '91.). 
Corporation or one of the BellSouth Corpontion companies puricipating in the Plan 
(hereafter collectively referred to as "BcllSouth') will terminate immediately after the - 
clor of business on a day to be determined by BellSouth after consultation with me. but 
not later than October 31, 1991. BellSouth may designate a lucr termination date. no 
later than December 31. 1991. becausc of my participation in an activity which, in the 
opinion of BellSouth. requires my employment beyond October 31. 1991. 

Pursuant to that election I agree that my employment by BcllSourh 

I agree that my  election to panicipatc in VEER '91 and IO tenninatc my 
employment will become binding and irrevocable after seven (7) calendar days 
following the date that I sign this Election and Release. 
may accept or reject my election and that it will notify me of its decision to accept or 
reject. If BellSouth rejects my Election I understand that this Election and Relusc is 
revoked. 

I understand thu BellSouth 

VEER '91 offers the option of paying my pension benefit under the BellSouth 
Management Pension Plan (the "Pension Plan") in the lorn of a single lump sum 
distribution. 
payment option and that my pcnsion benefit will be paid to me on a monthly basis. 
unless I provide the Benefit Office with a properly completed. signed. and notarized 
election on a fonn provided for that purpose wilhin the time period specified io that 
form. 

I understand that I will forfeit my right to take 8dVantagC of this 

Pari 11: WAIVER AND RELEASE OF CLAIMS 

I acknowledge thu I was given the opponunity to review and to consider the 
Plan (which is dso a summary plan description for the Plan) rad a sample of this 
Election and Release for a period of a~ leut fony-five (45) days. 
commencement of that forty-five day period I was advised to discuss the terms of the 
Plan with an attorney. 
voluntarily elect to participate in the Plan. 

Prior to the 

I fully understand the binding nature of this Release and I 

In consideration for the benefits that arc being extended to me under the Plan. 
which benefits represent valuablc consideration in addition to other foms of 
compensation or benefits to which I presently am entitled. I funher acknowledge and 
agree: 

1. TO waive and release any and all claims. of whucver nature. arising out of my 
employment. and/or the termination of my employment with BellSouth (other 
than my right to enforce the terms of the Plan m d  my right to retirement 
benefits which have accrue& k e n  funded. and vested as of the date of this 
release) that I might have pursued against BellSouth. its current and future 
subsidiaries and divisions. and their dimtors.  officers. employees. attorneys. and 
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2. 

3. 

4. 

5. 

. 

agents. specifically including, but not limited to. all rights md claims thu I or 
myone acting through me. rhy estate, or on behalf of me or my esuu.  might have 
had or uscned under the Age Discrimination in Employment ACI of 1967. *r 
mcndcd. the Civil Rights ACI of 1964. u amended; the Civil Rights Act of 1866. as 
amended; ;he Employee Retirement Income Security Act of 1974. as amended: 
Executive Orders 11246 md 11141: and all other federal. state. and local mtutoy or 
common laws. 

To the extent permissible under applicable law m d  in accordance with the 
procedures discussed in the 'Reductions or Offsets' seedon of the Plm. if r p u m e  
a claim of the type described in the preceding paragraph. BellSouth shall have 
the rigbt 10 withhold or 10 rccoup all or pan of the Plm cash payments. if my. 
other thm cash benefits payable from the Pension Plm qualified tmst. 

Thu I am unaware of my actions or inactions by BellSouth which I believe would 
constitute a violuion of m y  federal. state. or local law. or rule promulgated by 
m y  administrative body which h u  jurisdiction over BellSouth. 

That, in electing to prnicipate in VEER 91. I am not relying on m y  
representation or promise thu BellSouth will not offer m y  future voluntary 
early retirement plms. or. if BellSouth does offer sucb a plm. thu the plan would 
not provide benefits different from those provided by VEER '91. 

To repay BellSouth the entire amount of my Plan cash paymenu. if MY. other 
than benefits payable from the Pension Plm. should 1 be reemployed by 
BellSouth Corporation or any affiliated or subsidiary company or entity u a 
regular employee. 

Tbu if any of the provisions of this Election m d  Rclcuc are deemed 
unenforceable and/or invalid. then such provirions will be severed m d  will not 
have m y  effect on h e  rrmaining provisions of this document. 

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

Signa tu re  

~ 

Social Security Number (Required) 

(-1 
Daytime Telephone Number 

.. 

117 



118 



i 

CONTENTS 

ADMINISTRATION 

PARTlClPATlON 

EXCEPTIONS TO PARTICIPATION. . . . 

EUGlBlUTY . . . . . . . . , . . . . . . . . . . . 
SEPARATION PAY ALLOWANCE . . . . 

COMPUTATION OF MTAP PAYMENTS 

IRREVOCABlUTY . . . . . . . . . . . . . . . . 
REDUCTION OR OFFSETS. . . . . . . . . 

GROUP MEDICAL INSURANCE.. . . . . r EXCLUSIONS AND UMITATIONS . . . . 
FINANCING OF MTAP COSrS . . . . . . 

. .  

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

. . . . . , . . . . . . . . . _ _ . . . .  

. . . . . . . . . . . . _ . . . _ . . . .  

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

_ . _ . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . .  

OTHERFACTS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Typ.ofplu, 
Plan Admin-. . . . . . 
C M  Roc.du*. . . . . . . . 
AQpaurProcm&m. . .  . .  . 
Lagal S.nric*. . . . . . . . . . 
Plan R.torda. . . . . . . . . . 
Pian Idmutiution Nunbrrr 
pbn continumc* . . . . . . . 
plu, Docummnla. , . . . . . . 

. . .  . . . .  . .  . . . . . . . . 
. . . . . . .  
. . . . . . .  
, . . . . . . 
. . . . . . .  
. . . . . . .  
. . . . . . . 
. . . . . . . 

, . . . . . . . 

. _ . . . . . . . . . . .  
_ . _ . . . . . . . . . .  
. . . . . . . . . . . . .  
. . . . . . . . . . . . .  
. . . . . . . . . . . . .  
. . . . . . . . . . . . .  
. . . . . . . . . . . . .  
. . . . . . . . . . . .  
. . . . . . . . . .  . .  

. . . . . . . . . 

. . . . . . .  . .  

. . . . . . . . . 

. . . . . . . . . 

. . . . . . . . . 

. . . . . . . . . 

. . . . . . . . . 

. . . . . . . . . 

. . . . . . . . . 
RIGHTSOFAPUN PARTlClP A M . . . . . . . . . . . . . . . . . . . . . . . . . .  

1 

1 

1 

1 

2 

3 
4 

4 

5 

5 

5 

5 

5 
5 
e 
e 
7 
r 
7 
r 
8 

8 

. 
c 

c 

119 



MANAQEMENT TRANSITION AND ASSISTANCE PLAN 
BELLSOUTH SERVICES 

c *DM'NISTR*noN 

PARTICIPATION 

. 
U C L m o N S  

TO 
PARTICIPATION 

1 

-- 
120 

4 



7 



c 

. 

c 

C 

122 

k m m t c m  cuewh. -Mu mlw. 
uy- 

PfOQmnI: 

(a) 3 7 5  x b m d  Bu sllry S 3O.OOO 
Ibl $600 x 36 pus- 
(GI t 11.2w + s zl.OOO 
(d) S 32.250 d v i 6 d  bv Z 

- S 11,250 - t21.000 - S 32.250 - $10.125 
(W sun 

Rvmnl 

3 

t 

L 



I 0 



. 
r’ 

134 



4 

. 
c 

125 

. 



r 

c L E O U  
SERVICE 

PUN nEconos 

P U N  ( CONTlNUANCL 

? 

. 

L- . 

126 



c 

127 . 



c 

c 

- -. 

128 

L 

rnlW6y ( 0 1 9  



c 

. 

c 

129 

i- 

BELL SOUTH 

rnent 



*- 

MANAGEMENT TRANSITION AND 
ASSISTANCE PLAN (MTAP) 

PURPOSE 
The Muugcmenr Tnnrition Ind Assistance Plan (MTAP) is designed for 
c e W  muugemcnt employees who .IC terminating ernploymm~ wirh 
BellSourh Corporation 01 any of iu~Rnieipning.Comp.nies due IO a 
force imbalance condition. Mtis is aimed at ur ing  the msl t ion  for 
eligible employees by providing ban with ccnUn lump sum paymenu. 

term "PYlicipuing Company" as used in h i s  p1.n dull refer IO 
BellSwb Corpon~e H u d q \ u n m  md any subsid*ry which shall have 
dctermincd to pmicipue in chis Plan. Addendum A conuiiu a list of all 
Companies pvucipuing in rhe Plan. 

EFFECTIVE DATE 
The Plan. effective April IO. I984 md mended Ocmber 20.1989. 
supmedes urd replacer MY p ~ y  plan m pncaicc nvrmrly in effecl for 
mrnrgemenr tenninrlionr due m a f o r x  imbalance cadinon. 

ADMINISTRATION 
The decision m utili MTM shall be mde by rhe Rnicipuing Com- 
pany Olficer mponsiblc f a  Hunun Raauca. with the concumncc of 
the BellSouth Corpauc O1Ticcr rrrpauiblc fm H ~ u n  Reratrctr. md 
rhe d a i r i  m impkmeni md rdministu me Plan i s  subject mthe 
d i ~ d o n  of rhe Compay Officer m p a u i b l r  fm Humu, R o a v m  a m -  
c i s 4  in anuMercona*lcnl with rhe mms of rhe PIUL ThL includes &- 
mining f a  w h u  pa%& of lime rhe Plan wi1l be in c f f a  m i n g  
impltmauuia i n c n p m i r  the amr of the plraand rurhaizingdl 
sepwacions md dl paymau unda the Plm. 

ELIGIBILITY 
You uc eligible to m i v e  tenefiu wdcr the Plan if you M a regular full- 
or p.n-ume maqcmmr employee in Pay Odes 1 h g h  8 (a equiva- 
lent). including Sarruicr and Ry Gndc AH. with u k u  twelve 
monh Nct Crrdiod Service and have. individually a as a pmofr  
gmup. been d c r i p r c d  by the Company Officer rrrpmriMc for Human 
Raourccr LI 'surplus" due m a force imb . lu rc  condition and M 
vpvmed undaonc of rhe plrnr pmgnlm. 

I 
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You arc then cliEible 10 receive a payment as povidcd below: 
. w. VolunUy Accclented Muugrmenl Anntion 

h g n m  (VAMAP). provides an incentive payment IO expm 
n m l  anntion within designated muugerncnt univenes. It 
designed to be used during a r p c i f d  ti& interval to help 
alleviate a force imbalance which milher the management o 
anntion nor the reassignment of employm is crpcled IO 
alleviate within six months. When utilized. this pmgnm wil 
offered in 

(IMAP). provides a mnsition payment for use within desig- 
rated management universes only after Row I as well PI 
v o l u n ~ y  demotions h v c  hiled IO rllevutc the force i m M -  
mce. Employen affccd by the f m  imbalme condition 
within chc desi@ w& groups will be involunwily 
scpuatcd 09 i &is detennincd by rhc Human Resourns 
Dcpanment through Ihe guidance of &IISouth Corpwrte 
H m  Res-s. The involwuvy propun will continue u 
the des ignad  f o r e  imbduuc has bem climinued. 

order of Net C r c d i d  Service. 
. w. involuntary MUU#CZlWilI A-. 

- 

In order Io be eli.giblc m receive a pyment under me of rhe MTAP 
hgnmr. you must also: 

- irfwocably elen on or b e f m  the due specified in rhe pylic 
lu M7AP offering. IO volunvrily tenninue employment wit 
Pmiciprting Company or be cksigmd by your Company f, 
involuntary tcnninuion: and - M u l l y  terminue rmpl0)rmcnt on a date vcepoblc m your 

If lficr h e  rcccpunrc of rn MTAPoffcr but prior m ycurtrnnirurion. 
you begin receiving disability MIIS or if you should expire. rhe MT. 
offer is autanuiully md imvoubly  ~ a l l e d .  If you rmrm m active 
service from disability, MTAP will apply only if you uc offed a new 
election for. or assigned MTAP by. Company O f i k r  responsible f 
Hwnu, Resources. 

EXCEPTIONS TO ELIGIBILITY 
You will no( be considered as eligible for MT29 if you: 

C-pmy. 

- uc receiving disability bmfru during time MAP is de- 
Ct . r rd ;  
uc on 1 l a v e  of absence (ochcrdun a M y  depMnmU1 
lerve); or - uc nm orhcnviv on the m i v e  paymil u the time the applica- 
tion OCMTAP i rda*rrd 

- 

t 



SEPARATION PAY ALLOWANCE 
If y o u  an terminated under he povisiau of MrAP .nd have at l u s t  
twelve months of Net Credited Service. you will receive a lump sum 
payment based on your annual bue s&ry and Net Credited SeWiCC SI Ihe 
time of termination. 

AnnullBr,eSllarv is comprised of your annual base salary mte in effect 
as of :he daa of lerminat!cn. excluding differentials. ovcnime. c u f u c .  
value of meals. lump sum team or individual incentive awards and ceruin 
other typcs of special allowances. A corponte equivalml bow salary 
would be used for those managers covered under a ules or ocher special 
compensation plan. 

is your “term of employment“ as defined in he 
SellSouth Corporation Managemen1 Pension man which includes he 
current period of your continuous service as well as any mods of pior 
service bat have been credited under kidging of service rules. 

For purposes of determining your lump sum paymenu. only completed 
years of service will be used (i.e.. a l u s t  twelve months but leu than two 
years of service equals OM y u r  of completed Net Credited Smin: two 
years and seven monlhr of m i c e  equals two yeam of compkted Net 
Credited Seivicc). 

COMPUTATION OF MTAP PAYMENTS 
Eligible employm wpurtcd under Ropvn I w Rogmm I1 of MTAP 

will receive a lump sum payment cdculucd as follows and is subject to 
rhe reductions w offseu as provided h u d m  

(a) 5% of he employee’s bow pay for c v q  year of capkted m i c e  
[ue now below] 

(b) the maximum payout would be I2 monchr pay for 20 yun of m i c e  
l a m a 1  

(e) thc minimum paycut would be equal u) 25% of the employees’ h e  
pay. 

In no event can a payment exceed the Annual Bue Salary. 

- EXAMPLES 
( 1 )  Annual YIary: 535.000 NCS: 20 yun or more 

(2) AMual salary: s28m NcS:3yern 

The lump sum payment is subjcct u) chc rppoPriue withholding of 
federal. swe. local. md rocid d q  (FICA) tua and is reponed on 

5% X 20 yrs. = 100% 

5 % r 3 y n . - I 5 %  Rymenl= s7.125 (a%) 

hymn: = J35.000 

IRS F m  W-2. 
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NOTE: For regular pn-time muugemcnt rmployca eligible form 
MTAP pymen~. the canpled amouru of the pymenr will be pmnced on 
the buis  of the acnul number of how worked. If Ihm &re regular pur- 
time rmployces in a designated universe. the Assistant Vice h i d m i -  
Hunun Resower should be cauulud  to d e m i n e  the apomt of Ihe 
payment. 

A lump sum payment d e  under the Muugerncnr Tnnsition md 
Assistance Plan has no cffm on any pension or other bmehu to which 
you m y  othervise be entitled at the time of separation. (Sce exception 
under "Reduciions Or OffscU.") 

IRREVOCABILITY 
Your decision to volunwily lmninarc under MTAP UMO( be revoked 
prior to your sepantion except for good c a w  relucd IO M exceptional 
hadship condition u dclmnined solely a1 the d i m t i o n  of thc Compay 
Officn responsible for H m  Reraucu. A b r  your upuation. your 
decision UMM k revoked for my rryon Clhis provision doer w 
pfecludc subsequent resmploymmr by BellSouth or my of its subsidiar- 
ies or r f f i l i  Compuricr). 

If you uc taminred under MTAP and uc re.employed by B e l l h t h  or 
my subridiuy or aftXucd Company of BellSouth Caporuion. any 
scpuuion pay entiidmwnr will be retided IO your f- BeIIsOuth 
Company in rtordrncc with rhe following f m u k  

Tarl Lump Sum Papem minus ( IR h i o u r  Montly S m  times 
Number of Monlkl Since Spantion) = Amaunt Refunded to your fnmer 

... . 

c a p a n y .  

REDUCTIONS OR OFFSETS ' If yw file a chim orpmcding of my kind resuiting from your m i n r -  
, cimofunploymmtuuhu~Wata'sbmpnunon ' nmrploymcni 

divriminrtion claim. your MTAP payment will be reduced by the 
IIIIQUIII of any awud or vclkment from such claim. &on or pocecding. 
F u n h c m .  rhe Participating Company shall have the right to require 
you to sign a release against all such clrim. miom 01 pmcccdings as a 
condition IO nukiig y w  MTAP payment. 

'Ihe Participating Company may w i d h l d  Ihe lump sum payment during 
rhe pndmcy of any claim. vnon or pmceeding undl a find deunnuu- 
rial is mdc and hen reduce your MTAP lump sum paymrnl in =or- 
drm with MY awud 01 u u l m e n r  In addition. if you file a clrirn. action 
or proceeding against the Company rfor ncciving a payment under 
MTAP and yw subsequently receive m awud or ualement. the pydci- 
potinr ComPpnY m y :  

I 

- have a lien on the awud or uulemn~. to the extent permined 
by applicable law. up to Ihe unounc of rhe MTAP lump sum 
paymmc or 
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- if no such lien is pennis..de. require you to repay to the Corn- 
pany within 30 days of rcccip of any awvd or sealernen1 up to 
the full m u n t  of Ihe MTAP lump sum payment. 

GROUP MEDICAL INSURANCE 
Your Medical Assisunce Plan I M W  or Alternate Choice Plan coverage 
will continue i t  Company expense on the same bails as you had immedi- 
ately pnor to separation. until you become eligible to elect to receive other 
p u p  medical coverage with another employer. or for a maximum of six 
full months fol!owing the end of rhe month in Which you ternmate 
scmcc. whichever comes first. 

At the end of this six month period. you may elect io continue such 
coverage for an additional six month period by plying to Blw Cross and 
Blue Shield looQ of the monthly p u p  rate if you am not eligible to 
meive other group medical coverage. If you arc covered under an 
Alternate Choice Plan. any diffmncc in premiums. i.c.. excess mount 
over what the Company pays. will k billed to you. 

Once you have paid for covcnge for the six month period. you and your 
coverrd dependents uc eligible to elect to continue coverage under the 
Consolidated Omnibus Budget Raonciliuion Act COBRA) for up to an 
additional six months by paying 102% of the p u p  race. The extended 
coverage canm exceed eighteen months from the due of sepmtion. At 
the rppoprirte time. the Company will provide you with infonnrtion on 
how to elect coverage under COBRA. 

DENTAL AND VISION PLANS 
Bolh lhe Denul Assisunrr Plan and the Vision Ass isurn  Plan covemgc 
will tenninue u the end of Ik monrh in which your employment tenni- 
IYICI. 

You md pur eligible depndrntr ue. however. eligible for continued 
denul and vision coverage under COBRA for r period of eighteen monrhr 
fmm Ihe date of scpantion. This awemge is avaihble i t  r cost to you of 
102% of lk group rate. At Ik t i m  of your wpmlion. Ihe Company will 
provide you with informuion on how to elm continued coverage under 
COBRA. 

EXCLUSIONS AND LIMITATIONS 
If you resign or arc terninad for re- other than the conditions 
outlined in Propvns I or U. you ue not cligibk for mdrul covcngc 
under MAP. 

Medical Coverage will terminate u the end of the uxth full month after 
the employment ufmuuuon dur. if yw uc mr chgibk for an 1mmediatc 
service pension. or if you do not e l m  to pay k premiums for rhe 
addiuorul months as pmvtdcd. 

5 
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FINANCING OF MTAP COST'S 
scpvrdon costs under MTAPlrc pudfmm thc g e d  assets of Ihc 
Pmicipaang Company and .IC charged u) Ihe ippropnice depvmvnul 
c x p w  of that company. 

The Rnicipiting Company pays Ihc cou of up to six months of contrnued 
Medical lnsumcc Covenge on the lum h i s  and IO the m e  excent as it  
was paid for you a1 b e  time of termination of employment. 

OTHER FACTS 

TYPE OF PLAN 
The Plan is classified as i welfare plrn under provisions of the Employee 
R c t i m n t  l n c m  SecUnty ACI (UUSA) of 1974. 

PLAN ADMINISTRATION 
The Pudciprting Companies are responsible for he ovenll dministntion 
of MTAP in their respctive companies. Thc Rnicipating Company shill 
YI h g h  its Company Offccr responsible for Humn Rnourtcs or his/ 
her designated rrpmcnutives(s). The Canprny O f k a  mponsible for 
H u m  Rnourrrs is the m d  fiduciary who nukes dccnminations 
concerning when and 10 which individuals a p u p s  wichii Ihe Pmicipat- 
ing Company MTAP will be offered. The A s s i i t  V i a  Presidents - 
Humu, Rnourrrs fa he Pvlicipuing Canpurks yc the P h  Adminis- 
mtm with responsibility for admiiniswring the o m  ud d i t i w  of 
the Plm. The MTAP Review Comminec is the Nmed ftduciary that is IO 
dad i full and fair review of any denid of1 claim upon m i p  of i 
timely request f a  micw.  and is iuthorizcd m interpret thc wrms of he 
Plan. 

Rrrponribiliry fa hudling MTAP dminirmtive services for eligible 
pur*ipnts of each Participating Canpmy has ban dckgued as follows: 

-. 

BcLlsouch capontion 
BeUsoUch D.C.. Inc. 
BeUSouth Hunun Rnwrce r  Admiismtion. lnc. 

MTAP cdtnllor 
13802 Gmpmi le  
I ISS Puchmc S m e ~  N.E. 
Allult& GeorgU 30367dooo 
T ~ * p h a r  (a) 249-2121 

S9 Exmnivc Park Sou&. N.E. 
Ac*ntr Georgia 30329 

BellSouth Advatking & F'ubliing CorponIion 
i COadiNIU 
I 

j Tekphar (a) 982-7029 

t 
~ 
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BellSouth Enlerpnses. Inc. 
BellSouth Communications. Inc. 
BellSouth Financial Services Corporuion 
BellSouth Information Systems. Inc. . 
BellSouth Intemational. lnc. 
BellSoirth Mobility Inc 
BellSouth Resources. Inc. 
Sunlink Corporation 

MTAP Coordinator 
I 20 I Peachtree Stmt 
Suite 803 
A t 1 . n ~ .  Georgia 30309 
Telephone 1404) 2494161 

BellSouth Services lncorponted 
MTAP Coordinator 
South E7Hl 
3535 Colonnade Parkway 
Birmingham. Alabama 35243 
T ~ l c p h o ~ ~  (205) 977-3054 

South Centnl Bell Telephone Company 
MTAP CoOrdiMlor 
600 Nonh 19th S ~ C L  % Floor 
Birminghun. Alabama 35201 
Telephone (205) 321-2989 

Southern Bell Telephom m d  Tekgnph Complny 
M T A P C ~ ~  
42V88 Southem Bell Ccnrer 
615 West Peachnee S m c ~  N E  
Atlmu. Georgia 30375 
T~l~phom (404) 529-8129 

. CLAIM PROCEDURE 
Plm putlcipanrc. or any pnon duly authorized by a Plan p.nicip.nL m y  
file a claim in writing fa bcnficr unda this Plan or for review of my 
ocher matter elated IO the Plan if h e y  believe they have been mucd 
unfairly with respect IO this Plm. The wrincn claim mun be sent IO the 
pnon listed fa he rrrpcdvc Prnicipuing Canp.ny under "Plm Ad- 
minismrion" above within 60 drys of the duc of the dle& vnfiir 
mrrmmt or O C C Y ~ I I C ~  of other fwu giving rise to thc claim. 

L 
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If the claim is denied. the clainunt will receive mnen notice of rhe 
MTAP Coorditutm's decision. including the spcif ic reuonts) for rhe 
decision. within 90 days of the due the claim was received. In some 
cases. moR dun 90 days m y  be needed to n u k e  a decision. In such 
cases &e c l a i m !  will be notified in writin&. within the initial 9o-dry 
pnod. of the reason mm time is needed. An .dditionll%l days may be 
taken to make rhe decision if the clrinunt is sent such r notice. The 
extension notice will show the date by which the decision w1l1 be ynt. 

APPEALS PROCEDURE 
The Appals  Pmcedure which follOWS gives the mles for appealing a 
denied claim. 

A claimant may use this pracdurc if: 

no reply at all is received by the Claimant within 90 days after 
filing the claim: or 

- a m i c e  has extended the time for m rdditiorul90 days md no 
reply is received within I80 days after filing the claim: or - written denial of thc c h i n  for benefits or ocher nunen is 
received within thc prupm time limit and thc claimant wishes IO 
appeal the wrim dcnii. 

- 

If a claim for benefits or review of m y  ohr m u u r  related IO the Plan is 
denied. the particippnt or Mhn duly rutkorized person. m y  appeal this 
denial in writing within 60 days lftn it is received. WnKCn request for 
review of m y  denied claim should be sent dirrcrly to the Auisunt Vice 
Resident-Humm R e u n u m  Flaming md Developmmr I155 Pewhmc 
Smct. NE. R o a n  1916. Ahnu. Georgia 3OM7dooo. who will then refer 
it to thc MTAP Review Conmiace. Unku the MTAP Review Commit- 
tee sends notice in writing rhu thc claim is r special u s e  d i n g  more 
time. the Comminec must duct r review and decide on the appeal of 
the denied claim withii 60 days lftn receip of thc wrinen q u e s t  for 
review. In special uses. needing mne time IO makc r dcciion. the 
MTAP Review Canmiace will sad naia in writing that then will be a 
delay m d  give the re- for the dehy. In such cases. thc MTAP Review 
Comminec may have 60 days mm. or a wl of I 2 0  days. IO make its 
decision. 

If the ch inun t  or mother individual designated by the claimant to 
represat himlhcr. sen& a Mm request for review of a denied claim. 
such p ~ n  hu thc right to: 

- m i e w  p h e n t  plrn documents which m y  be obcuned by 
following chc pracdurea -bed in the section under "Plm 
Docummu;" md - send to the MTAP Review Comminec. r wrinen stuement of 
the hues and m y  olhcrdocumenu in suppon of the claim for 
benfits or ohr muur under review. 
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The MTAP Review Cornmince's decision shall be givm chc clrimvlt in 
mt ing  within 60 &ys or. if extended. 120 days. and shall include rhe 
specific mrcon(s) for the decision. If the MTAP Review Conunittee docs 
not give its decision on review within the appmpnue U r n  span. !he 
cliirnml m y  Consider the clum denied. Any decision by chc ,WAF' 
Review Cornminee shall be final and conclusive with rrspn to ail 
questions ansing in .dministenng the Plan md r h l l  not be subject 10 
further review. 

In any c w .  as a participant in the Plm. you n u y  have funher rights under 
the Employee Retirement lncume Securiiy Act of 1974 (ERISA). as 
described in the yction of thi+docurncnt entitled "Rights of a Plan 
PaIKiClpmt." 

LEGAL SERVICE 
RoEcu can be served on h e  Plm Adminismior by directing such service 
to the following e s s :  

I IS5 Peachme Stmet 
Room 1916 
AtlanuGeorgia 30367-6000 

PLAN RECORDS 
Thc Mrnagemcnt Transition .nd ArsiuuKe Plan and all relad records 
are kept on a calendar year basis - beginning January I and ending 
December 3 I of each year. 

PLAN IDEh'TIFiCATION NUMBERS 
This Plan is identified by lhe following numkn undct lnlcmrl Revenue 
Savice (IRS) mles: 
U58-1S33433 assigned by bK IRS 

x527 assigned by BellSouth 

PLAN CONTINUANCE - _. _. - - . - -. -. _ _  - - 
BELLSOUTH. THROUGH THE CORPORATE omm RESPON- 
SIBLE FOR HUMAN RESOURCES. MAY FROM n m  TO nra ~~.~ ~~~ ~~~~~~~~~ ~ 

MAKE CHANGES OR TERMINATE THIS PLAN AT ANY TIME. h y  
changer of tcminuion shdl n u  affect my rights wdcr lhir PIM to which 
y w  m y  have p v i w r l y  ban entitled. This P h  chrll canply with 
applicable sue and f c d m l  laws and will k unnded if neeauy. in 
order IO &Sfy MY Such rCquircnWIts. 

PLAN DOCUMENTS 
This documat is in- to sewc as bah the full text ofchc M- 
mnt TNuition rnd Arrisuncc Plm u well u i Summvy P1.n Ducnp 

L 
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lion of such Plan. MTAP pmicipanu are entitled to examine. without 
charge. all Plan documents. including any documents and repons that m 
mainuined by the Plan and/or filed with a Federal Covemment Agency. 

’ These documents arc available for review .t rhc Plan Adminismior’s 
office. If a participant is unable to examine the documents at such a 
location. he/she should wnle the Plan Administrator. specifying the 
documenis io be examined and at which work location ihe pmsipmt 
wishes io examine ihem. Copies of such documents will be nude avail- 
able for examination ai that work locauon within IO days of the date the 
rcquesi %as made. 

At any time. participants rnay request copies of any PIM documents by 
wnting to the Plan Administrator at I IS5 Peachtree S u e r .  NE. Room 
1916. Atlanu. Georgia 303676000. Pmicipmts will be charged a 
reasonable fee for copies of rhe documents requested. 

RIGHTS OF A PLAN PARTICIPANT 
As a puricrpant in the Management Tnnsition and Assistance Plan. you 
arc entitled to cemtn nghu and protection under the Employee Rerire- 
ment Income Security Act of 1974 (ERISA). ERISA pmvides rhu all Plan 
participants shall be entitled to: 

* examine. without charge. all Plan documenu and copies of all 
documents filed by the Plan with rhc US. Depurment of Labor. 
if  b y :  and - obuin copies of all Plan documents and orher Plan infomution 
upon written request 10 the Plan Adnunismtor u described 
above. 

In addition 10 creating right3 for Plan participants. ERISA imposes duties 
upon those who arc responsible for the operation of employee benefit 
pluu. The people who operaw your Plan. called ‘Sduciuies“ of the Plan. 
have a duty to do sa prudently and in the inrmst of you and ahe r  Plan 
pankipmu. No one. including your employer. or any aher penon. my 
terminate your employment or otherwise d i ~ ~ r i m i ~ t ~  yiinst you in MY 
way 10 prevent you frnn obuining a bmefit or exmising your rights 
under ERISA . If your claim for benefits is denied. in whole or in ppn. 
you have ccruin rights of review as described in this document under 
“Chim and Appeals Rocedws.”  

Under ERISA. &re arc step you can ulre to enforce rhc above rights. 
For i n s w e .  if you request materials from your Plan Adminismror and 
do mn receive them within 30 days. you m y  fik suit in a fedml coun. In 
such cue.  Ihe cow rnay require rhc Plan Adminimtor 10 povide he 
mamialr and pay up 10 SI00 a day until you m i v e  the muerirls. unless 
the materials were not sent b e c a u ~  of R w n s  beyond the control of the 
Plan Administrator. If you have a claim for benefits which is denied or 
ignored. in whole or in part. y o u  muy file suit in a $Ute or fedml court. If 
you uc discriminated against for rucning your rights. you my seck 
assisunce fmm the US. DepumKnt of hbor or y w  m y  file suit in a 
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fedcnl cow.  The wun will o.~ide who will pay coun CODU and legd 
far. If you arc successful. &IC coun may d e r  rhe pmon you have sucd 

lhex cosu and fees if. for cxunplc. it finds your claim is frivolous. 

If YOU hawe my quesiionr &ut the Plan. you should contact the Plan 
Adminismior. If you hive m y  questions about this suiement of your 
rights. or about your nghts under ERISA. you should contact your nearest 
hi Office of the US. Lbor Management Services Administration. 
Department of Labor. 

ADDENDUM A 
The following companies &re participating in this Management Transition 
and A~SISIYICC Plan: 

10 pay these c a u  .nd fees. If you lose. lhe coun m y  aderpu 10 pay 

BellSouth Corporation 
BellSouth D.C.. Inc. 
BellSouth Hum- Rcsourccs Adminismtion. Inc. 
BellSouth Enterprises. Inc: 
BellSouth Services lnc. 
South Ccntnl Bell Telephone Company 
Southem Bell Telephone & Telegraph Company 

BellSouth Advertising & Publishing Corpnuion 
BellSouth Communicuions. hc. 
BellSouth Financial Services Corpomion 
BellSouth Infomuurn Systems. Inc. 
BellSouth Intemrriod. Inc. (employees on US. ppll OlllY) 
BellSouth Mobility Inc 
BellSouth Rcsourcer. Inc. 
Sunlink Corporation 

AND OTHER COMPANIES AS APPROVED BY THE 
BELLSOUTH CORPORATE OFFICER RESPONSIBLE FOR 
HUMAN RESOURCES. 

11 
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Y a d  b g o back lo sc hoof? 
BellSouth offers new 
education opportunity 
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BELLSOUTH CAREER ALTERNATIVE PLAN 

FOR 

MANAGEMENT EMPLOYEES 
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BELLSOUTH CAREER ALTERNATIVE PLAN 

FOR 

MANAGEMENT EMPLOYEES 
E f f d v e  5Il5idl 

A. PURPOSE 
The BellSouth CIlW Amative Plan (CAP) rddrrsses fow scaponte issuer: 

1. Xt rqmscnrs the latest in a vuiery of continuing rcrivities through which the moll k 
anempring to make a positive impact on the tduntionrl system by promding an oppaMliry 
for 8 mag= to anend school 01 teach, or a urmbination of borh, in an d u d  
insdtution w DcdvlicrVorde school. 

2. It enhances the conrinuing cffm of the c o p m i o n  to improve rhc q d r y  of life and 
oppo~niry in the BellSouth repion through active wppon far cwrmrmiiy rcnria 
C U p i U C i O n S .  

3. It is a podrive response to the needs of manages looking f a  oppamurides that cannot k 
provided within BellSouth by offcring them additional career muition Oppaunities. 

It rcprcscnts an incentive to managers to wminrtc employment, t h a b y  &ding opdm for 
force surplus duction and d u m g  the n u m b  of managers available for russign!nCnt 

4. 

B. ELIGIBILITY 

h y  d v e  regular full &ne management employee may participate at the disuction of the company 
in the Cprrer Atanrdve Plan if: 

c 
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(4) wuatc documcnudon i s  provided that the unployee will k tcrchmg and e g  r b l  
on a combinedfull atncbsis. awaking full Limc in an .udcmic position, at an w t d i t e d  
edluliod intaNdon Q an acaedited lcchnicryrndt school. 01 

camunity vnrice organindon thu is desi 
(5) .dtqrure documentation is provided that the employee will k worldng full dmc for a 

fit tax-exempt a g a n i d o n  under P ccdon Nl(cK3) of the IRS codc rad rht 
by the In& Rmnuc SCnrLc IS I 

eS BellSwth eligibility Md 

(6) hr worked 5 yun since rranployed from earlier pmiciprdon in the cu#r ;Uumativc 
Plm. and 

(7) has a trdsfacmy cmploymeru rrcosd of at least eight yun of Net crrditcd Savicc (NCS). 

C. EMPLOYMENT ELIGIBILITY 

BellSouth will not consider requests for pudcipation in the plan bucd on employmnt by 
membershi or professional a s d t i o n s .  politid ~ u p s  Q churches. Homwr. employment by 
rffiliud J ucanonal insti~tions and camunity prognnrr t h ~  prwide I rockl KNjc+ and arc 
opt" IO the entire connnuniry will k considucd (cg. employment by a church-qaatcd 
huhen). Employment by organiutions that discriminate by nn. colw. weed or nadond ongin; 
organiveionc whose primary p u r p ~ c  is 10 innuence legirkdon; h t d  0rpmiUdonr; vetax6 
organizations; and labor groups alto would not ~ r iS ry  p h  ~Uirrmcnts. 

.. - D. SERVICE REQUIREMENT 

A tam of employment of 8 yurs. 

E. PERIOD OF PARTICIPATION 

Maximum - lhrrt yuvs 
Once approved the ppdcipmt may continue for a h u m  of tluu yuvs or undl earlier 
tominadon upon the pydcipant's request or u rhe disuaion of the Company. 

F. PAY DURING PARTICIPATION IN PLAN 

Pay whiie @paring in the Carra A l m t i v e  Plan will k qual to 25% of the employee's base 
salary ma at the dme parciciparion begins and will k paid at lust  monthly. 

The employee is  not required IO return to w d c  with a BellSwth company in order to d v c  
PaF=nL 

The base salary na for an cmployec CoWIcd by a trlu inccntiVe c.lbmpensation plan, cg., 7WO 

9 r y  while pardapating shall k chptcd IO the approprka ovahud expense account of the 
employee's company at the time prrdciption begins. 

a90/10rypepayplur.willkrhc1008rue. 

No offsets will k nude for wluy. educational assistance. 01 other payments K C C ~ V C ~  by the 
c m p l ~ y c ~  from my 0th source extend IO BellSouth. 

1 c- 
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G. BENEFITS DURING PARTICIPATION IN PLAN 

~ u l b  and basic pmplife bncfits will 
employee. Any a prwed payroll deductions. including premiums for FlaLife. Dependent Group 
Life. Long T~rm euc . .nd Supplemcnul Tmtspknt Arsisunce Plan will bc deducted fmn the 
mnrhly payments to the extent possible if requested by the cmployec. 

No payments under h e  BcllSouth Tuition Aid F m v  will k aude during ppdcip.don in the 
Plm. 

Tbe cost of kndirs  shall k charged to the benetit accounts of the anployec'r cwnprny at the time 
prrddpation kgins. 

continued in thc sum -eras far an rcrive 

.. ..<. .. 

H. SERVICE CREDIT 

No xrvice d t  will k panted for the period of pankipation in dre Plu  However, service will 
be bridged immediately provided h e  wnployec i s  reemployed as a regdm f d  rimc employee 
wirhin three years from the date pydcipuion in the Plan tcnnhud 

L COMPANY CONTACT 

my crrrcr AlDcmrrive Pkn 
rrricipldonisapprWea mdu such 

t o m t e r r h e t l i g M i ~ r r q ~ T 5  
-bYthccomprnYu~ 

dLcrrtion or udrfvtay evidence is not mid or the pmicipant is no long= in god nrnding or 
employed by the e d u a a o d  institution. tcchnicallhde school. or non-profix. tuexwnp 
organization. Plan pudciption shall terminate and chat shall k no funher obligafjons on the 
Company's pan as to such pydcipant. 

J. RETURN RIGHTS 

Pmicipantr m y  apply for mmploymcnt to begin work when their pdcipanon in CAP 
tarni~te~. Applicltion k lrnde I)lrough the nomd Managem: Employment Cuua proccss; 
however. cmploymnt is NOT guvrnlecd 

All e"* kmfio rn tcmdnrnd i t  the am puricipnon ends. plnicipants may mange to 
makc andla Long Tam G r e  paymenu on thck own if they care to condnuc cwmgc.  

K. APPROVAL 

Tbe company Usistan: vice prcdcnt with humrn resources respondbitirics. or I delegate. has the 
uffhariry to rppmvepMicipuion in the Plan upon ' nofrhtaapIoycc"tgene?J 
mmgcraraddegic. 

7be v y  -the right to W the nu- of pmdciprno in &plan and the dm&m of 
the plan iuelf. and may allocate pmicipaon in whatever manner it dstmt nccesary or 
rplnoprirre. 

c -. 
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M. ELIGIBILITY TO BENEFITS DURING PARTICIPATION 

Health benefits 

Mtdic;tl - CbmprnY PIP 
Dcnul - - m y  p.P 

Virion C b m P M Y  Pays 

lsIsisunce Plan (STAP) Employee pays 
Supplancnul Trrnsplant . 
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1. PurposdObjectivu 

i. 

Unpaid period of absence 
for following reasons: 

adoption of child (not 
covend by CNC) 
bsome foster parent 
custodial care of 
family member . personal matter 
moving with spouse 
tnnrler to another 
BellSouth company 
brak from routine 
work environment . rttend school 

Comparison of Enhanced Personal Leave, 
Sabbatical Leave 

and CAP 
For Manarement Em ll!wXs- 

Sabbalkrl Leave I Enhanced Personal L u v c  I SURJECT 

f 

Unpaid period of absence 
for following reasons: 

pursue carur change 
or personal goals 
develop skills 

Note: lkabovemsons 
encompass those stated for 
a pcrsonal leave. 

2. Eligibility v 
with at least 6 months 
service. 

Regular full-time mans~cr~ 
i t  Pry Onde 8 and below 
or equivalents with a1 
last 8 years service. 

j I 

60 Months I 3. Maximum Period 
of absence 

36 Months I 

CAP 

Midly paid period of ab- 
sence for following mms: 

attend school 
leach shoo1 
work for nan-profit. 
taxcxempt organization 



SUEJECT 

4. eemrill 
Medial 
k n W  
vlsion 

4 Group Life 
PlelrLik 
STAP 
LTC 
Tuition 
Telephone 

ConCeuiOn 

5. Compensation 

6. Employmml 
Elsewhen? 

7. Attend School? 4 

Comparison of Enhanced Personal Leave, 
Sabbalical Leave 

and CAP 
For Manageme nt ErnDbjyxL 

Enhmnccd Pcnonal l a v e  

:ornoany Employe 
q ? i d _ p a i a  

X 
X 
X 

x 

Nol miitable 
X (3 Mon 

X 
X 
X 

~ 

No 

Y u  @apt with BellSoulh 
m ~ m l  group of companies 
or their competitors) 

Yes 

X 
X 
X 

X 
X 
X 

X (Limited lo S3K annually) 
tt available 

X 
X 
X 

X 
X 
X 

Not rVrilrbk 
Not wailable 

Yes (25% of annual s a l q )  I 
3 (E!xccpl wilh BellsoUlh 
n t d  group of companiu 
their competiton) 

cs 

2. Nm-profil, tu exempt 
orgmization 

Y U  
1. Accndited post 

secondary institution 



t 
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UI 
I- 

l?JlIm#d pcnonrl Law 

No 

9.r servia C d l l  

-tlal Luve 

Y e  

IO. W A u d k n a  

s 

If mtum at upintion 
oc hve, +nice 
blidgaJ iannediitcly 
with I monthrrrvice 
crcdil. 

If ruum 8t apirJtion of 
km.&bridgcd 

for ule period of ule 
imnrsduw y. N o d i t  

kve. 

I 
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Southern Bell 

Effective 

August 7,1983 

152 

Item UO. 6-014 
Attachment B 



I 

units in the building. 

He shall be reimbursed for other actual expenses as follows: 6. 

a. 

b. 

c 

.Expenses incurred 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 rmcluding 220 volt 
wiring) and interior pipe and tubing extensions which 
are necessary in order to use the elecm'c or gas ap- 
pliances which are being moved from the residence at 
the old location. 7Be expenses of new or rearranged en- 
trance facilities for either gas or elecm'city are not to 
be included It is also understood that apphces asuscd 
in this paragraph do not apply to televidon antenna 
installations at either the old or the new reskience. 

Connection charges for utility services. This item in- 
cludes only charges which are paid to the utility as a 
connection charge and docs not include advance 
deposits requbed by the utiifty as inswonce for the pap 
ment of future utitity bills 

Expenses incwed for refitting, installation or laying 
of drapes, curtains, rugs or carpets. Th13 item is limited 
only to the cost of instahtion 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 

R Any changein the designation of an employeek headquarters town 
shall be considered and treated as a trmfer for the purposes of 
this Section 

8.07 Supplemental Income Protection Program, Voluntary Income Protec- 
tion Program and Extended M e d i d  Coverage. 

A. Supplemental Income Protection Program 

1. If &ring the term of this agreement, the Company nofifies 
the Union in writing that technological change (defied as 
changes in equipment or methods of operation) hus or will 
create a surplus in any job title in a work location which will 

86 
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necessitate hy-o ffs or involuntary permanent reassignments 
of reguhuemployees to dfferentjob titlesinvolvingareduc- 
tion in pay or to work locations requiring a change of 
residence or Va force surplus necessztating any o f the above 
actions exists for reasons other than technological change 
and the Company deemsit 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 e&& 
ble for a service pension) in the cffected 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, 
totalseventy-five or more as of the effective date of the ter- 
mination of employment, may elcct, in the order of senior- 
ity, and to the extent necessary to re&e thesurpb, to &ave 
the service of the Company and receive Supplemental Income 
Rotection 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 &la and locations who are con- 
sidered to be surplus, and the pedod drrring which the 
employee may, i f  he or she so elects, leave the service 
of the Company pursuant to this Stction. Neither such 
determination by the Company nor any other part of 
this Section shall be subject to arbitration. 

The number of employees who may make such elec- 
tion s h d  not exceed the number of employees deter- 
mined by the Company to be surplus. 

An employee'sektion to leave theservice of the Com- 
pony and receive Supplemental Income Protection 
benefitsmust bein writingandtmnsmittedto the Com- 
panywUhinflfteen(lS)&~f~mthe&teoftheCom- 
pany's offer in order to be effective and it may not be 
revoked after such fifteen (Is) day period 

Subject to IImitationsinparapph~4and~ employees who 
so elect to leave the service of the Company and receive 
Supplemental Income Rotection bmcflrs may nceive in 
combination with such benefus &'her (I) a retirement service 

b. 

c 

2. 
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pension if eligible for such pension or, if not eligible, (2) a 
termination allowance, if otheruke entitled, in an amount 
determined in accordance with bask contract provisions, but 
not both 

SupplernentaI Income Protection payments for employees 
who so elect to leave the service of the Company in accor- 
dance with Paragraph I shall begin within one month after 
such employee has left the service of the Company to con- 
tinue until (1) 48payments have been made; or (2) the end 
of themonth in which therecipient attains normal retirement 
age as defined in the BSPP, or its applicable successor plan, 
whichever occurs earlier. 

3. 

4. For an employee who so elects in accordance with Paragraph 
1, the Company will pay monthly as Supplemental Income 
Protection Payments; (i) $3.00 for each yenr of net credited 
service (including a pro-rated amount for any partial year of 
service) plus (U) 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 Paragmph 5 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 
S400.00 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 ................ S2000 
25 to 30 Years.. .................. s2500 
30 Years and Over.. .............. .s3ooo 

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 a total of S22,200. 

5. The years of net credited service and the final full-time basic 
weekly or equivalent wage rate as used in the preceding 
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6. 

7. 

8. 

paragraph for purposes of determining the monthly payment 
and the lump sum payment shall be pro-mted 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 Supplmtental Income 
Protection Azyments (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 
payrnentsshrrll be reduced by the amount of any termhation 
hyoff or similar allowance paid to the employee so that the 
combination of Supplomental Income Protection payments 
and termination or other allowance payments does not ex- 
ceed the equivalent of twice the employee'sannual 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, 'hnnual compensation at the basic 
weekly rate (or its equivalent)" or "basic weekly wage rate 
(or its equivalent) "do not include tour or temporary dvferen- 
tiah, 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: 

a. 

1 

Reemployment 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 Progmm. 

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) has or wlll 
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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 tities involving 
a reduction in pay or to locations requiring a change of 
residence, or if a force surplus necessitating any of the above 
actions adst 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 (i) 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 relleve the surplus, 
to leave the service of the Company and receive Voluntary 
Income Protection benefits described in this section subject 
to the following conditions: 

. 

e 

b. 

C. 

The Company shall determine the job titles and work 
locations in which a snrplus 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 shnll be subject to arbitration. 

The number of employees who may make such election 
shall not exceed the number of employees determined 
by the Company to be surplus. 

An employee’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 
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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. 

3. Voluntary Income Protection payments for employees 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 (i) 60 weeks after the 
employee has left the service of the Company; or (3) 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 wps employed immediately prior to terminating 
employment. 

For an employee who so elects in accordance with Paragraph 
1, the Company will pay as Voluntary Income Protection 
payments: 

4. 

- For each year of net credited service up to ten (10) years, 

- For each year of net credited service in excess of ten (10) 

- For each year of net credited service in excess of twenty (20) 

one week of pay, and 

years up to twenty (20) years, two weeks of pay, and 

years up to thMy (30) years, three weeks of pay. 

Such pay shnll be equal to the recipient’s basic rote of pay 
at the time of termination of employment. For any partid 
year of service, the payments set forth above will be 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, orfob 
placement expenses related to seeking other employment, or 
any combination thereof, up to an amonnt not to excted Ssoo 
for each year of net credited service (prorated for any partial 
year of service) to a maximum of S2,SOO. 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 

5. 
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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. 

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 nte of pay for anequivalent full- 
time employee in the same job titie, classification, and work 
group during the same period in the same manner as termina- 
tion 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 twin the employee’s 
annual compensation at the basic weekly wage mte (or its 
equivalent) received during the yenr immediately preceding 
the termination of service To the extent necesmry, 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 docs not exceed the 
equivalent of twice the employee’s annual compensation at 
the basic weekly wage rate (or its equivalent) for the year im- 
mediately preceding the termination of service 

As used in this Section, “Annud Compensation at the basic 
weeklynte(oritsequivrrlent)~or“bPsicweeklywagerate(or 
its equivalent)” do not include tour or temporary differen- 
tials, overtime pay, or other extm payments. 

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. 

b. 

6. 

7. 

8. 

9. 

Reemployment of the recipient by tbc Company; 

Employment of the recipient by an affiliate or sub- 
sidiary company within the same control group of com- 
panies as is the Company. 
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8.06 Supplemental Income Protection Program, Voluntary In- 
come Protection Program, and Extended Medical Cover- 
age: 

161 

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 
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, em loyees under the man- 

Pension Plan (BSPP) as of the effective date of tenni- 
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 s Ius, to leave the service of 
the Company and receive T upplemental 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 8.07Ala, SCB 7.04A1) 

datory retirement age as de P ined in the BellSouth 
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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 
8.07Alb, 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) 

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 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) 

3. Supplemental Income Protection payments for e m  
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) 

4. 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 monthl pa ent hereunder exceed in a g  
gregate a total o [CY $4 0.00 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 ............................ 
25 to 30 Years ................................... 
30 Years and Over ............................ 
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) 

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 BSPP. (SB 
8.07A5, SCB 7.04E) 

6. In no event shall the combination of Supplemental 
Income Protection Payments (imduding any lump 
sum payment) and any termination, lay-off or similar 
allowance paid exceed the equivalent of Mice the 
employee’s mud cOm tion at. the basic weekly 

immediately pr-g the termination of senria. TO 
the extent necess Supplemental hccme Rotec- 

t e rna t ion  layoff or similar allowance paid to the 
employee SO that the combination of Supplemmtal 

$2000 
$2500 
$3000 

wage rate (or its q u i v  r ent) received during the Y- 

tion payments shall 7 e reduced by the amount Of any 
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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 precedin the termination 
of service. (SB 8.07A6, SCB 7.043 

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) 

any 
payments to a recipient hereunder shall be suspended 
upon the happemn of any of the following: (SB 
8.07A8, SCB 7.044 

8. In addition to the conditions set forth above 

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 com anies as is the Company. (SB 8.07A8b, 

c. Employment of the recipient by a competitor of 
the Company or competitive self-employment. 

SCB7. 1 4H2) 

(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 rmanent 

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 rea- 
sons other than technological change and the Com 
pany deems it appropriate, employees (1) who are 

reassignments of regular employees to dge ferent job 
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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 Su plemental In- 
come Protection payments, as of the e P fective 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. 

i t s  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 t h i s  Section shall be subject to 
arbitration. (SB 8.07Bla, SCB 7.03A1) 

b. The number of emdovees who mav make such 
election shall not exceed the number bf employees 
determined by the Company to be surplus. (SB 
8.07Blb, SCB 7.03A2) 

c. An employee's election to leave the service of the 
Company and receive Voluntary Income Protec- 
tion benefits must be in writin and transmitted to 

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 ap ropriate Person- 

accept an offer to leave the service of the Com- 
pany under the t e r n  of the Program if an offer is 

the Company within 15 days P rom the date of the 

ne1 Placement Bureau indicating K, willingness to 
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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 8.07Blc, 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) 

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 
immediately 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 
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) 

5. In addition to the payments set forth in Paragraph 4, 
for an employee who so elects in accordance with 
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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 ap roved by the Company 

one year from the date of termination of employment 
exce t that reimbursement for tuition or traming cost 

years from the date of termination of employment. 
(SB 8.07B5, SCB 7.03E) 

6. The years of net credited service and the final full- 
time basic weekly or equivalent wa4e rate as used in 
this Section for purposes of detemuning 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 pa dur- 

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) 

7. In no event shall the Voluntary Income Protection 
payments including any lump s u m  reimbursement) 
and any o AI er 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 

prior to being incurred an B must be incurred within 

will E e made for such expenses incurred within two 

ing any such period to the basic rate of pay r or an 
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wage rate (or its equivalent) for the year immediately 
the termination of service. (SB 8.07B7, 

SCB precedin! 7.0 G) 
8. As used in t h i s  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 ay, or other extra 
payments. (SB 8.07B8, SCB 7 . 0 3 6  

9. In addition to the conditions set forth in Paragraph 3, 
any payments to a recipient hereunder shall be sus- 
pended upon the ha ening of any of the following: 
(SB 8.07B9, SCB 7.9%) 
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) 

c. Employment of the recipient by a competitor of 
the Company or competitive self-employment. 
(NEW) 

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, 8s 
follows: (SB 8.07C1, SCB None) 
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Article 8 

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 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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8.06B - 8.0682 
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 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 th is  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. 

3. 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. 

4. 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 ................... 
25 to 30 Years ......................... 
30 Years and Over .................... 

$2000 
$2500 
$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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8.06B3 - 8.06B7 
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 arid 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. 

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. 

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 
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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 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. 

3. 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. 

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 10 years, 

-- For each year of net credited service in excess of 10 

-- For each year of net credited service in excess of 20 

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. 

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 

one week of pay, and 

years to 20 years, 2 weeks of pay, and 

years up to 30 years, 3 weeks of pay. 
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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 ma& 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 
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. 

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 
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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. 

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 

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. 

following: 

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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I .  

2. 

3. 

4. 

5. 

6. 

Employees laid off under 7.01 c 8 b who w qualified to perform the dut j s  in the 
available 

a. If the layoff extends beyond three YM, the provisions of 'I' above sml not 
apply unless the laid-off anployce fils a written application with the Comprny 
within three y e ~  following the date of his layoff. 

Employes laid off under 7.01 C 6 w h w  periods of layoff have not extrnded beyad 
three y ~ .  and who w qualified to @om the du t i s  in the available jcba. rh.ll k 
notified in seniority order after compliance with 7.02 A 1. 

Notification under 7.02 A 1 and 2, above, shall k sent to such anploycc'r k t  known 
addras. 

A former employee who wish6 to accept such d e r  of rHmploymmt shall notify the 
Comppny of such intention within nine days and shJl norrmlly return to the employ- 
ment of the Company within fourteen days from the date of such notification. which 
is conclusively to k praumed to have been given u of the date of the mailing of such 
notification. 

a. Where the time periods spsFi6ed in 7.02 A 4 abovc'wiU work an undue hardship 
on an employee. they may k utended. 

No impairment which air ted at termination of k t  prrecding period of Company ra- 
vice shall be consided LI just uuy for a dmid of mmployment. 

Any employee rehired under the providona of thia sectica within h y a n  from the 
date of his layoff shall have the co~tiauity of his d c e  pmtated. lad if his lay06 
was not for mom than six month duntioa, he s t d  bcallowdrcrviaaedit for such' 
layoff unlar it Ixp within twelve montha of previous layoff. 

shall be notified in order of seniority. 

1.03 Voluntav Income Pmtection Prqmm. 
A. If during the term of this Apemen4 the Gnnpany nanijcs the Union in writing tihcv tech- 

nologicat change (d@ned as c h o n p  in quipmat or mahods of opemion) has or mlt 
create a surplus in any job title in any wrh location which will necessitate ropdr or i n w  
luntoy permanent nafsignmma of -lor nnplom to diffmnt job titla involving a 
reduction in py or to locations nguiring a change of residence, or if a f o m  S M P ~ ~ U S  nmr-  
sitating any of the obon action aists for masons d e r  than rrlrndqicnl change and the 
Company d u m  it ~nwiatt, anpropS (i) who M under the noma1 mi-t age as 
dejnd in the 8.II System Pension Phn W P P )  or ik & i d l e  sumsrwplan as of the 
effatin dau of ternination of rnyroFnrt in the &ctdjob tidm and wrh locations (ii) 
& haw at tm p n  of i d  cnditd service and (iii) who .n m digible fora ser. 
vier m i o n  vnder the &mu of the Bell Spuln Pasion Plan ( W P )  or in & i d l e  sue- 
CcISor plan or Svllprnnnrtal Inwme mwaion p y m a q  as of the Moairr dou of the ter- 
CniMlion of a#oyment, may elect, In the & of smiori& a d  to the atent n a a s a q  to 
nlim the S M ~ ~ U S ,  fo lmlr the srnin of the Company and ncrirr Vdnntaq  In- PIP 
tation benejts dacnbd in this Aniclr svbject to the fdlowinr conditions 

1. The l3m-y shall determine thelo) ritla and nwh locolionr in which a Suplw 
uists, the number of aplm in such titla and laorionr vho a n  w n s i d d  to be 
SM$US, and the pnd during which the e m p l o ~  may, if he or she so .ho. *on the 
service of the Cbspny panuant to this Alrirlr Neither such ddteminalions by the 
Compny nor any &wH of this Article shall be s d ~  to ditmdon. 

The number of e m p l o ~  who may make such elation shall no( a d  the number Of 

I 

1 

4 

t 

4 

I 

4 

2. 
emplops duemind by the CMpnr to be S M P ~ ~ I U .  

An emplow's election to leuw the sewice of the Cbspny and mk v d u n t a v  

I5 days fnnn the daze of the Gwnpanyb offer in d e r  10 be effe'm 

3. 
Income pnnection ben@k must be in &tin# and transmild to the conpr?r within 

-44. nlw 180 



181 

B. I n  any / o m  surprVr situation where this pmvision may be @ i d l e  ii w'll nol be imple- 
m e n d  by ihe componr unlas and until empIoym in the afluiedjob tills and work loca- 
tions who are elilible how had an opponunity io elut IO have the service of the Company 
ond rueiw Supplmrentol Income Pmrccrion beneJts. 

Volunloy Income h t u t i o n  payments for e m p l o ~  who so elat io leave the service of the 
Company in accordance with Pamgmph .A* shall k i n  at the n u i  applicable payroll date 
after such employte has left the sewice of the Cbmpany. Payments will not aontinue 
bryond (i) 60 mk.9 after ihe empIoye has left the sewice of ihe Company; or (ii) the end 
of the month in which the rrcipient attuins nonnal mtimneni a p  lls definad in ihe Bspp 
or its applicable successor plan, whichever accun earlier. Payments will be made on a 
semi-monihly basis. 

For an employe who so elects in accodance vith Pa-h ' A ,  the Gunpany will pay lls 

Voluntay Iname R w c t i o n  payments: 

1. for each ymr of Ret cralitad service up io ten (10) yean, one w k  of pay; and 

2. for each ymr of net creditad service in uccn of m 110) p n  up io hwnty (20) ymn. 

3. for  a c h  ymr of i d  craliied service in ucas of hrniy (20) yean up to thiny (30) 
yam, ihnr wk.9 of pay. 

C. 

D. 

hm mk.9 of pay; and 

Such pay shall be equal io the mipientl basic mie of pay at the time of mination of 
empIoymenL For ony panial ymr of xwia the paymrna set fonh abow will be p d .  

E In addition to the payments sa fotth in P w  .U, for an employee who so e k t s  in 
OQOnlollce with Pa- 'A*, the CMlpnr uill m'mbune the employee for ~ n a l  
upnur i n c u d  for docation costs, inition or imining cos& or job p k e m n t  uprnss 
=laid io -king oihrr anprOJnunt, or any combination thmwh up to an amouni not to 
ucmi ZSW for tach of sewice) io 
a mtuimum of $2,500. Any such apnsa for vhich m'mbunmurct will k mode nut be 
appmvad by ihe Compnny prior to being i n c u d  and must be incnrrd within one ymr 
fmm the date of termination of empIoyment acrpr thd mmbumment for tuition or tmin- 
ing cost will be made for such u p n s s  i n c u d  within I*O p r s  fmm the &e of tennina- 
tion of employmeni. 

The ymn of n a  cralited sewice and ihe final fulI4me basic m k l y  or +dent *ryr m e  
as wd in thu A d c k  for pvrprs of &minin# the p i o d i c  payment and the lump sum 
nirnbnnement sholl be p m i d  for any prid of lime during which an mployee is 
empIoyd on a paH-Iime basis in the prcprtion of such #&om% baric w of pay during 
any such prriod to th# h i c  mte of pay for an equivalmi full-time #&ow in the same 
job title, clau@cation, and wrk gnwp during the same p i o d  in the #am# manner 01 ter- 
mination or kpfaIlownar om mlcdatd. 

G. In no mt shall th8 Vduniory Income h i i o n  paynunb (including any lump sum 
m'mbunement) and any other allownu paid uceed ihe equidenr of mke thr employee3 
onnnal compensation at the basic m k l y  rate (or ia equivaIai) r r d d  during the 
yar immcdiatdy p n d i n g  the tennination of service To the umi naxuary, the Vdun- 
rOry Income 

. payments shall be r d d  by the amaunt of any such aher 
a l l a w n a  paid to the .nploysr so that the combination of Vduntary Incoru h u e t i o n  
payments and oihrr a I h n a  paymena docr no1 acad the equimht of tia the 
employe3 annual compmation at the basic u k l y  8m#e rate (or its equivalent) for the 
p r  i m d i a t d y  p n d i n g  the minOnon of x w h .  

H. As wad in ihis Anicle, *annual covnpnsndon at the basic m k l y  mie (or ia quivalent)' 
or 'basic m k l y  mgt mie (or ia equivaleni)' do noi include tour or tempomy 
differentials, ownine  p y ,  or ocher utm pymena. 

of nu credited sewice (prateifor any pattial 

F. 



. 
I. In  addition Io the condirionr ret forth above. any payments to a mipient hemunder ,hall 

be suspended upon the happening of any of the following: 

I.  rumploymenr of the mipient by rhe Company: or 

2. rmployment of the mipient by an aflliole or rubsidiay company within the same 
I d  gmup of companicr as is the Company. 

1.04 Supplcmenrpl lncome Protection Plan. 

A. If during the rem of this Apmment. the Compny notifies the Union in writing rha tub- 
nological change fdejned as change in quipmmot or methods of openuion) h a  or 
cmue a SUQIUS in an9 job title in a murk l m i o n  which will ncrarirorr lapffr or inW 
lunrory pnnonrnr musignmenu of n&ar employm to different job titles involving 
reduction in p y  or 10 murk locations requiring a change of raidence, or if a force r u r p l ~  
necessitating any of the above actions uisu for lcw~ otha than technologiul chmge 
and the Company decms it appropriate, anployscs under the n o m 1  ntinment a@ a 
defined in the %II Systrm Pension Plan (ESPP) or io applicable sycccIIol Plon, as of the 
rfurive date of terminm'on o/employmrnt (whetha or not eligiMe for a m i c e  pension) 
in the alfected job t i t la  and work locatiopr who have at l a s t  twenty yarr of n a  credited 
service and whose age and years of net credited &K in sum, t0t.l seventy-five or more 
as of the r-tiw date of the Ienni~aIiOn o/mnplaynunr, may de. in lhe orda ofrenior- 
ify. and to the extent necsruy to relieve the surplus, to l a v e  tbe service of the Company 
and rsave  Supplemenul Income Protection baits d d k d  in Pangnph P' of this 
Article subject to the following conditions: 

1. The Company shall daamine the job titls and work locrtions in which a surplus 
exists, the number of employees in such titlu and loations who am conridad to k 
surplus, and the period during which the employe m y ,  if he or she 50 d&u, lave 
the service of the Company pwsuant to this Anide. N a t h a  such detaminatinu by 
the Company nor any &a put  of thia Article rh.ll be subject to uhitration. 

2. The numba of employees who may make such election rh.ll not e x 4  the number 
of employees determined by the Company to k surplur. 

3. An employee's dst ion to l a v e  the service of the Company md rcfdvc SupplemenUl 
Income Protection bcncfiu must be in writing and transmitted to the Company within 
I5 days from the date of the Compny'r offer in order to k d s t i v e  and it may not 
be revoked after such I S  day Mod. 

E. Subject to tbe limitations in Paragraphs 3. and 'E.. employee3 who 50 dcct to l a v e  the 
service of the Compny and d v c  Supplcmenul Inwme Protection bmdu may receive 
in combination with such bQ4u atha (i) a rairaaent tatice pasion if digible for such 
pension or, if not digiblibl+ (ii) a tamination allowance, if otherwise entitled, in an mount 

C. Supplanenul Income Protection paymenu for anploysa who so ela to l a v e  thc sewice 
of the Company in .ccord.noe with Paragraph 'A' shall begin within one month after 

dctamined in .teoad.nce with b r d C  eo(ltnc( p-Onr but not boch. 

rush Qlploye+ bu left the ravice of the compury to fcatinue until (i) *8 papen& have 
been a (ii) the end of the month in which the recipient attains n o d  rcli-t 
a p  01 d@nd in th W P ,  or ih ap@idle SYCD~IOT plan. whicker occws rorlirr. 

D. For an employee who Y) dstr in with P m p h  'A' thc h p a n y  will P Y  
monthly u Suppicmental lncomc Pmccccian pymentsi (i) f8.00 for each y a r  of 
credited m i c e  (including a prontcd mount for any puci.l yclr of service) p l u  f i i )  
4090 of the R d  f ~ 1 l - d ~  brdc weddy ff equivalent Wye 18te /Or * mplOP'r iob title 
and lanrion adjusted as M fad in hnyrqclk '& far any pndS of pan-dmr wwiu of 
the mpla- I n  no aar, ha-, shall lhe monlhly pymrnt hmndrr  ucerd in .glm 
gate a toul of S4OO.W month. I n  addition lo the monlhhry h r &  for an mnploF 
who so ilats in acconl.llc. with hru&mph *As, thr C h p a n y  will p y  o lump sum p)" 
ment based on ymn af net crdiud srwiu fpm-mfal /or pan-timr Unin as M fonh  in 
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Pamgmph .€ as fdlous:) 

L a s  than 25 yean s2mw 
Z S t o 3 O p t n  $2500 
Over 30 ptn s3ow 

Such lump sum payment will be made within sixry (60) d a p  after the e m p l o p  has left the 
service of the Gmimny or, at the emplope'z option, wiI1 be made in lheCpnt quarur of the 
calendar yror folloving the employcr'z termination of wrvirc. The muimum mount of 
supplanend Income Protation bcoehts payable including any lump sum payment shall 
in no went exceed a total of $22,2&1. 

The F n  of n u  cradiud service and rhe pnal full-time boric m k l y  or equivalent *rrv rmc 
as rrcsd in the pmaiing pa=& for puurp~ l s  of daennining the monrlrly p y - I  and 
the lump sum payment shall be PIPmwf for any period af time during which an mplope 
is employat on o pn-time h i s  in rhr pmpDnion of such mplayee'l basic me of p y  dur- 
ing any such period to the basic m e  of pny f i r  an quiwlent full-time emplop in the 
same job title chi$wtion, and work group during the same prid in the same manner 
as calcuhed in the ESPP or its apjdicable sycc.llor plan. 

In no went shall the c ~ m b i ~ t i o n  of Supplansrul Income FYotcction payments (includins 
any lump sum payments) and any tamirution. lay& or similar dowance paid e x d  the 
equivalent of twice the employee's 8 n n d  compeusation at the bric w d y  wage rate (or 
its equivalent) d v e d  during the y a r  immediately prseding the termination of service. 
To the extent ncosrrry, Suppkmental Income Protection payments shd be r e d d  by the 
mount of my termination. layoff M similu downnce paid to the employec w that the 
canbination of Supplemental Income Protstion payments and tamination or oths 
allowance payments does not exceed tbe equivalent of twice the employee's annual am- 
pensrtion at the buic weekly wage nte (or its equivalent) for the year immediately p&- 
ing the cerminatim of service 
As wd in this Anicl+ 'annual compensation at the bptic w d y  rate (or its equivalent)' 
or k i t  weekly wage rate (or its equivalent)' do not include t w  M tempow 
diffmti.lr,  overtime pay, or other exV. paymats. 

H. In addition w the eondi t im set fonh abow any pyments to a recipient hemnder shall 
be sucpndai upon the hqppning of any of the fdlom'ng 

1. mmpbyment of the twcipiat by the Cmnpany; or 
2. employment of the mipient by an afiliatc or subsidiary compny within the same con- 

trol group of m p a n i s  as is  the conpnl. 

E. 

F. 

. 

G. 

* 
I 

C . 
* . . 
f . 8.01 Tumlnndon A l l o r w e .  
r 
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Article 8 

EMPLOYMENT TERMMA'ITON 

A. A termination doprance shd be paid to a regular or temponry employec whose service is 
temritutd under any of the condition5 outlined below: 

- 41 - 
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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: (SB 8.05C, SCB 
9.03D) 
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 & Dla) 

2. If his rate of ay is above the maximum for his new 

(SB 8.0922, SCB 9.03D2) 
job, his rate o P pay shall be reduced to that maximum. 

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) 

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 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 Uferent 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 sew- 
ice, in sum, 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 
Com any and receive Supplemental Income Protee 
tion E enefits 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 t h i s  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 
8.07Alb, 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) 
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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) 

3. Supplemental Income Protection payments for e m  
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 ay- 
ments have been made. (SB 8.07A3, SCB 7.04& 

4. 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 monthl payment hereunder exceed in a g  

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: 

gregate a total o r $400.00 per month. In addition to 

Less than 25 Years ............................ 
25 to 30 Years ................................... 
30 Years and Over ............................ 
Such lump s u m  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 fust quarter of the calendar year following the 

$2000 
$2500 
$3000 
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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. (SB 8.07A4, SCB 
7.04D) 

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 BSPP. (SB 
8.07A5, SCB 7.04E) 

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 ex& the equivalent of twice the e m  
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 
termmation 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 precedin the termination 

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) 

of service. (SB 8.07A6, SCB 7.04 F$ 
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8. In addition to the conditions set forth above any 
payments to a recipient hereunder shall be suspended 
upon the happenin of any of the following: (SB 
8.07A8, SCB 7 .046  
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 
companies as is the Company. (SB 8.07A8b, SCB 
7.04H2) 

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 technologid 
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 rmanent 

quiring a change of residence, or if a force surplus n e  
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 sewice and (3) who are not 
eli ible for a service pension under the tern of the 

Pension Plan WPP) or Su plemental In- 
come Protection payments, as of the fective 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- 

reassignments of re employees to dge ferent job 
titles mvolving a r P uction in pay or to locations re- 

J BclSouth 7 
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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) 

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 
8.07Blb, SCB 7.03A2) 

c. An employee's election to leave the service of the 
Company and receive Voluntary Income Protec- 
tion benefits must be in Writin and transmitted to 

Company's offer in order to be effective. The pro- 
visions of Paragraph B above notwithstanding, an 
employee who otherwise meets the requirements 

however, in advance of a declaration o 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 is 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 8.07Blc, SCB 7.03A3) 

2. In any force surplus situation where th is  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 e m  
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 @ro-rated 
for any partial year of service) to a maximum of 
$2,500. Any such e ensa for which reimbursement 
will be made must% ap roved by the Company 

one year from the date of termination of employment 
prior to being incurred an B must be incurred within 
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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 t6rmination of employment. 
(SB 8.07B5, SCB 7.03E) 

6. The years of net credited service and the final full- 
time basic weekly or equivalent wa5e 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) 

7. In no event shall the Voluntary Income Protection 
payments (including any lump s u m  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 
precedin the termination of S C M ~ ~ .  (SB 8.07B7, 
SCB 7.08G) 

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 ay, or other extra 
payments. (SB 8.07B8, SCB 7 . 0 3 5  

9. In addition to the conditions set forth in Paragraph 3, 
any payments to a recipient hereunder shall be sus- 
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pended upon the ha ening of any of the following: 
(SB 8.07B9, SCB 7. 15 l) 
a. Re-employment of the recipient by the Company; 

(SB 8.07B9a, SCB 7.0311) 
b. Employment of the recipient by an affiliate or sub- 

sidiary company within the same control group of 
companies as is the Company. (SB 8.07B9b, SCB 
7.0312) 

c. Employment of the recipient by a competitor of 
the Company or competitive self-employment. 
(NEW) 

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- 
mg 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 8.07Cla, 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 
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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 
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 
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8.05E - 8.06AIc 
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. 
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2. Subject limitations in this Artic , 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 j 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. 

3. 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. 

4. 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. 1x1 
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 0x1 
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 ............................. $2500 
30 Years and Over $3000 

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

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

I34 
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8.06A2 - 8.06A6 
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 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. 

198 
F W W  4 6 7 3  



_ _  .__.- - 
7. A, Jsed in this Section, "aniiual 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. 

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 

B . Voluntary Income Protection Program. 
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8.06A7 - 8.06B1 
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 terns 
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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I1 my 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. 

3. 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. 

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 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. 

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 

201 

138 



8.0682 - 8.0687 

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. 

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 
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. 

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 th 202 
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ei..gloyee's annual compensation at the basic weekly 
wage rate (or its equivalent) for the year immediakiy 
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. 

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 

C . Extended Medical Coverage. 
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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 & Dla) 

2. If his rate of ay is above the maximum for his new 
job, his rate o P 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) 

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 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, em loyees under the manda- 

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 s u m ,  total seventy-five or more as of the effec. 
tive date of the termination of employment, may 

tory retirement age as de P ined in the BellSouth Pen- 
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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. (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 
8.07Alb, 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) 

2. Subject to limitations in t h i s  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- 
envise entitled, in an amount determined in accor- 
dance with basic contract provisions, but not both. 
(SB 8.07A2, SCB 7.04B) 

3. Supplemental Jncome 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 Company to continue until 48 ay- 
ments have been made. (SB 8.07A3, SCB 7.048) 

4. For an employee who so elects in accordance with 
Paragraph “l”, 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 “l”, the 
Company will pay a lump s u m  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 ............................ 
25 to 30 Years ................................... 
30 Years and Over ............................ 

$2000 
$2500 
$3000 

Such lump s u m  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 Su plemental Income Protection Benefits 

event exceed a total of $22,200. (SB 8.07A4, SCB 
7.04D) 

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 B 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 

payable inch x ing any lump sum payment shall in no 
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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) 

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 e m  
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) 

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 
Davments to a recbient hereunder shall be susbended 
t i o n  the happenfng of any of the followi~g: (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 grou of 
companies as is the Company; (SB 8.07A8b, l CB 
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 
reassigNnents of regular employees to different job 
titles mvolving 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 Su plemental In- 

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 nun- 
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 e lm,  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) 

come Protection payments, as of the e P fective date of 
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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 
8.07Blb, SCB 7.03A2) 

c. An employee’s election to leave the service of the 
Company and receive Voluntary Income Protec- 
tion benefits must be in writin and transmitted to 
the Company within 15 days f rom the date of the 
Company’s offer in order to be effective. The pro- 
visions of Paragra h B above notwithstanding, an 
employee who ot K envise meets the requirements 
of the Voluntary Income Protection Pro am may, 

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 8.07Blc, 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 
Com any and receive Supplemental Income Protec- 
tion E enefits. (SB 8.0782, SCB 7.03B) 

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 terminatmg employment. (SB 
8.07B3, SCB 7.030 

however, in advance of a declaration o ff a surplus 
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4- For an employee who so elects in accordance with 
Paragraph “I”,  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) 

5 .  In addition to the payments set forth in Paragraph 
“4”, for an employee who so elects in accordance 
with Paragraph “l”, 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 
years from the date of termination of employment. 
(SB 8.07B5, SCB 7.03E) 

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 determming the periodic 
payment and the lump sum reimbursement shall be 
pro-rated for any period of time during which an e m  
ployee is employed on a part-time basis in the pro. 
portion of such em loyee’s basic rate of pay during 
any such period to t K e 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 7.03- 

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 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 immediatelv 
prgcedin ihe termination of servlce. (SB 8.07B7, 
SCB 7.OfG) 

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. (SB 8.07B8, SCB 7.03H) 

9. In addition to the conditions set forth in Paragra h 
“3”. any oavments to a recioient hereunder shall Ee 
suspendkd ipon the happenhg 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 7.0311) 

b. Employment of the recipient by an affiliate or sub- 
sidiary company within the Same control grou of 
com d e s  as is the Company; (SB 8.07B9b, 1 CB 
7.0372) 

c. Employment of the recipient by a competitor of 
the Company or competitive self-employment. 
(New) 
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8.05D - 8.06Ala 
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 
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 
117 

214 F 8 1 W  



Article 8 
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 

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 
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. 

3. 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. 

4. 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 

day period. 
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8.06Alb - 8.06A6 
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: 
Less than 25 Years .................... $2000 
25 to 30 Years ......................... $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 
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 €or 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 payments (including any lump sum 
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Article 8 
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 othm 
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 "bask 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. 

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 re ular employees to different job 

B . Voluntary Income Protection Program. 

12 % 
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8.06A7 - 8.06Blc 
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 
detennined 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 
lransmitted 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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Article 8 
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 f ie  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 elect to leave the service of the 
Company and receive Supplemental Income 
Protection benefits. 

3. 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. 

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 10 years, 

-- For each year of net credited service in excess of 10 

-- For each year of net credited service in excess of 20 

one week of pay, and 

years to 20 years, 2 weeks of pay, and 

years up to 30 years, 3 weeks of pay. 
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8.06B2 - 8.06B7 
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 ma& 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 fmal 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. 

7. In no event shall the Voluntary Income Rotection 
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. 

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 

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. 

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 

following: 

C . Extended Medical Coverage. 
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BellSouth Telecommunications, Inc. 

Effective 

August 9, 1992 
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8.05D - 8.06Ala 

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 hisher current job because of a permanent 
medical rest&tion, 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 laysffs 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 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. 

e. 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 
hehhe 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 
tenninution allowance under this article or further 
processing under Article 7. 

130 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
1 
4 
B 
1 
3 
3 

8.06Alb - 8.06A5 

a. Vohtk~ry  SIPP/ESIPP Payment Table 

Completed 
Years 
of 
conhiurovs 
Service 
10.11 

12-13 

14-15 

16-17 

18-19 

20 

21 

22 

23 

W 
25 

26 

27 

28 

29 and over 

wage 
scales in 
Pension 
Band up 
to 107 

S 8,500 

10,200 

11,800 

13.400 

15,400 

16,800 

18,200 

19,600 

21,100 

22,500 

23,900 
25,300 

24600 
28,100 

30,700 

wqgr 
scales in 
Pension 
Band 
108-109 

S 8,800 

l o r n  
12,300 

14,100 

16,100 

17,500 

19,000 

2 0 9 0  
21,900 

23,500 

25,000 

24300 
27,800 

29,300 

32,100 

w e e  sc& in 
Pension 
Band 
110.111 

S 9,100 

10,800 

12,800 

14,600 

16,800 

18,300 

2 1 9 0  

=goo 
24,500 
26100 

29,200 

30,700 

33,700 

19,900 

2 7 ~ 0 0  

wogc sc& in 
Pension 
Band 
112-114 

s 9,400 

11,300 

13,400 

15,300 

17,600 

19,200 

20,800 

22,600 

W,l00 

25,800 

27,500 

29,000 

30,600 

32,300 

35,400 

wage 
scales in 
Pension 
Band 
115-118 

s 10,200 

12,200 

14.300 

16,600 
19,100 

20,900 

22,700 

24300 

26300 
24100 

29,900 

31,700 

33,500 

35,300 

38,700 

wage 
scales in 
Pension 
Band 
119-120 

S 10,400 

12,600 

14,800 

17,200 

19,800 

21,700 

23,500 

25,400 

27,300 

29,100 

31,000 

32,900 

34,800 

36,700 

40,300 

Wage 
scales in 
Pension 
Bond 
121+ 

s 10J00 

13,000 

15,300 

17.800 

20,400 

22,500 

24,500 

26,400 . 

28.300 

30,300 

32,400 

34,300 

36,300 

38,300 

42,100 

4. The years of net credited service and the final full-time 
basic weeldy or equivalent wage rate as used in 
determining the monthly payment or the lump sum 
payment shall be prorated for MY 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 te nnination or hyoffallowances are 
ccrlcukrtcd. 

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: 
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Article 8 

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. 

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 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 os 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 hdshe 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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8.06A5a - 8.06B3 

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 hidher 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. 

3. 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 "I" 
above, the Company will pay as Voluntary Income 
Protection payments: 
--For each year of net credited service up to and 

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 detennining 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 

including 9 years, one week of pay. 
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8.06B4 - 8.06C1 

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 tennination 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 
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COUNT OF NMGT EMPLOYEES SEPARATIW WITH S I P P / E S I P P  OR V I P P  
DATA AS OF 6/30/93 

1984 
SIPP 

SOUTHERN NA 
296 SOUTH CENTRAL 

0 BELLSOUTH SERVICES 

- 

TOTAL 296 

1985 
SIPP - 

SOUTKERN NA 
SOUTH CENTRAL 278 
BELLSOUTH SERVICES 1 4  

TOTAL 292 

1986 

SOUTHERN EF 
SOUTH CENTRAL 136 

1 BELLSOUTH SERVICES 

TOTAL 

1987 

390 

SOUTHERN 
SOUTH CENTRAL 69 - -  
BELLSOUTH SERVICES 6 

TOTAL 239 

1988 

SOUTHERN w 
SOUTH CENTRAL 69 
BELLSOUTH SERVICES 6 

TOTAL 87 

1989 
LPP 

SOUTHERN 
SOUTH CENTRAL 170 
BELLSOUTH SERVICES 1 

TOTAL 280 

V I P P  
NA 

5 
0 

5 

- 

V I P P  
NA 
15 
0 

- 

15 

V I P P  s 
11 
0 

16 

V I P P  
6 

8 
0 

14 

F 
8 
0 

13 

V I P P  
7 
- 

11 
0 

18 

230 
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1990 

SOUTHERN 
SOUTH CENTRAL 172 
BELLSOUTH SERVICES 26 

TOTAL 314 

1991 

SOUTHERN 
SOUTH CENTRAL 173 
BELLSOUTH SERVICES 9 

TOTAL 347 

1992 
SIPP/ESIP 

BELLSOUTH TELECOMM 7 
TOTAL 114 

AS OF JUNE 1993 
SIPP/ESIPP 

BELLSOUTH TELECOMM '256 

TOTAL 

231 

256 

9 
9 
0 

12 

7 
11 
2 

21 

4 

v 
0 



Voluntary Sep;ation Plan Activity For All darticipating Companies 
111184 through 711193 

h =-  

Comprny 
BellSouth Telecommunications 
BellSouth Corp Headquvws 
BellSouth Communications Inc 

Total 

a7 

1w2 1993 
5 44 
2 0 
2 1 
9 45 

'Combined m form BallSouth T e k o ~ c i o a r  Inc.. 3/1/91. 
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through 8n interexchange of Cra.nSaCtiOtI8. 
Intaraxchange, referred to as CPRE, enables the C ~ r A z z s  
to keep up w i t h  a customer's local exchange =--viea. 

m-fs 

1.1s In summary, CRIS Accounts ircl*udes the fol loci i ; '  
functions : 

- farvice Order Processing - CRIS Accouata Dat8 Base Processing - Customer Billing - Payment a d  Adjustment (Czsh) Process5LG - Taxation of Applicable Sawices - Journ8lization o f  Revenue8 - Stati~tic8l Reporting - Study Raportinq - Presubscription & Equal Acccca Proctssi=< 

10/01/90 
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Southern Bell- Tal. (I Tel. Co. 
FPSC Docket No. 920260-TL 
Audit 
Date: 06/29/93 
Amended Response 
Item No. 6-016 
Page 1 of 1 

00 

"47 

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, BellSouth 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. 
0 0 8 ,  relating to affiliate transactions. 

See Response to Item No. 6-073, for BellSouth Topical Policy 
Guidance which addresses affiliate transactions. 

See Response to Item NO. 2-097, part 12, for BSE accounting 
directives. 

h$$'Attachment I1 is Accounting Classification Letter 10-03. 
fJrr 

Attachment I11 is Accounting Classification Utter 10-10. 

Attachment IV is a letter regarding implementation of ED No. 
008. 

b'k&achment (rf1-7 V is Financial Systems Documentation CN20. 

Attachment VI is Executive Instructions No. 2. 

Attachment VI1 is Accounting Policy Letter 610-01. 

Attachment VI11 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 BallSouth Corporate Plan for compliance 
with the 2/6/87 Order in FCC Docket CC 86-111. 

Attachment XI1 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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.. 
Principles for Miscellaneous Billin; and 

wyn: Affiliated Transactions 

Classification Letter 

June 22. 1990 

*.r 

mw. 

Bellsouth services 

..INSYW ..)I: 

4 
,yH pun-: mnw mnw - 

’ “O%Y- Assistant Comptrollers and Assistant Vice Presidents 
8.: (Dcalin; with Accountin; Matters) . 

BellSouth Corporation. BellSouth Services. Southern Bell. and South 
’ -  ,. . 

Central Bell _ -  c*w: 

R. 1. Bishop. Comptroller 
mr: 

..u~H: Principles for Miscellaneous Billin; and Affiliated Transactions 

Attached is a revision to Classifiation Letter 10.10. Principles for Miscellaneous 
Billing and Affiliated Transactions. Wjor chanics to this Letter include the followin;: 

1. Clarification that the term ‘services’ includes a broad category of 
activities performed for the benefit of another entity. 

Documentation of revised policies concerning the definition of net book cost 
and the transfer of deferred Uxu. Net book cost is now defined as the 
original purchase price I n r  accumulated dcprcci~tion only. Deferred taxes 
and investment tax credits should oot be transferred when assets are 
purchased or sold between regulated and nonregulrtcd affiliates. 

Clarification concerning the application of the Joint Cost Order to 
BcllSoath Services (BSS). BSS is subject to the affiliated transaction 
rules when dealing with regulated affililtes or nonrcgulated affiliates. An 
exception to BSS following the rules it permissible only if none of the 
associltcd CQIU will ever be transferred into regulation. Any exception 
must be concurred in by the BSS Comptrollcn Joint Cost and Accountin; 
Principles ;roup. 

Documentation of the entity which bean the 1- when an asset k purchased 
from a aOnregul8ted affiliate. When an asset is purchased from I 
nonregulatcd affiliate and the transaction is to k booked at the lower of 
net book cost or fair market value. any asset written down should #enerrlly 
be recorded by the aonrc;ulattd affiliate prior to the CranSfCr. 

2 

3. 

4. 
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5. Clarification that the Southern Bell and South Central Bell Comptrotlcn 
organizations arc responsible for retaining all documentation associated 
with asset purcharc/sale transactions with nonregulatcd affiliates. 

Maintaining this document is the responsibility of the Joint Cost and Accounting 
Principles group. Questions may be directed to Ross Martin at (404)529-7245. 

RECOMMENDED 

5. t. Pitterson 
Segment Manager - 
Joint Cost & Accounting Principles - 
Comptrollers 

Attachment 
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Director - 
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1.0 

2.0 

3.0 

4.0 

5.0 

6.0 

7.0 

8.0 

9.0 

10.0 

11.0 

12.0 

13.0 

14.0 

15.0 

?RINCI?LES FOR MISCELLANfOUS BILLING 
AND AFFILIATED T R A M A C T I O N S  

INDEX 

GENERAL 

scorn 
COSTS ASSOCIATED WITH ?ERFORMING WORK FOR OTHERS 

BILLING CATEGORIES 

DETERMINING AMOUNT TO E L L  

ACCOUNTING REQUIREMENTS FOR BILLING CATEGORIES 

CUSTOM WORK 

REIMBURSEMENTS 

REVENUES 

ACCOUNTING AT TIME OF BILL ISSUANCE 

ACCOUNTING FOR ?ARTIAL REIMBURSEMENTS 

J O I N T  COST ORDER A??LICAEILITY 

AFFILIATED TRANSACTION RULES - GUIDELINES 

AFFILIATED TRANSACTION RULES - RES?ONSIEILITIES 

T R A N S A C I I O N S  ELIWEEN AFFILIATED TELE?HONE C O W A N I E S  

Text Changed 
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1.01 

1-02 

1.03 

2 

2.0 I 
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The purpose of this Classifications Letter (C-Letter) is to establish 
accountin: principles and classification requirements for bills rendered by 
Southern Bell and South Central Bell for miscellaneous billing to affiliates 
and nonaffiliates derived from activities performed aside from the 
companies' tariffed telecammunications services and non-rc:ulated lines of 
business. 

This C-Letter includes accountin: guidelines for transactions between a 

Section 3237 of Part 32. Uniform System of ACCOU~I~. Also iocludcd are 
guidelines for transactions between affiliated telephone companies (Southern 
Bell and South Central Bell). 

Costs arc billed whenever a service is rendered to another company. The 
term 'services' includes a broad category of activities performed for the 
benefit of another entity (see paragraph 13.00. The company performing the 
service should bill the entity which requested the service. 

accountin: policies incorporated in BellSouth Corporation's Accountin: 
Policy Letter (APL) 30091. Accountin: for Miscellaneous Billin$. Other 
related documentation includes C-Letter 10.06. Overhead Rate Development 
Concepts. C-Letter 10-06 defines overhead rate categories and provide the 
alculatioas for each ovcrhad  rate. 

regulated telephone company and a non-regulated affiliate as prescribed in * 

' 1  

i 
The miscellaneous billin8 portion of this C-Letter is derived from the c 

SCpEl 

Para:raphs 3 and 4 include the costs ISSOCilted with performing work for 
others and dcfinitionr of the various billin: cate:orier Paragraph 5 
discusses how to determine the billed amount. Accountin: requircmentr for 
the various billing categories are addressed in paragraphs 6-9. Paragraph 
IO and 11 dircusr accouatio: at the time of bill issuance and accounting for 
prnial reimbunemenu. respectively. Parasraph I2 describes the backlround 
of the Joint Cost Order and iu impact on billin$. The Federal 
Communications Commission's (FCO rffiliated transaction rules between 1 
rc:ulatcd telephone company and a noo-regulated affiliate are described in 
prrairaphs 13-14. Paragraph I5 describes the accountin: guidelines for 
transactions between affiliated telephone cornpanic% 

Tsxe Changed I text Added C Paragraph Bcnumberd 
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In Docket No. 86-1 I I ,  the FCC established a cost allocation process to 
separate the cost of regulated and non-regulated activities offered by a BOC. 
This order, modified Part 31 (USOA) and Part 64.901 (Allocation Of Costs) to 
reflect i u  requirements. Rules were established for the transfer Of assets 
and the provision of services between Bocs and their non-regulated 
affiliates. These rules also apply to transfers between a BOCS regulated and 
non-regulated accounts and transacrions between the BOCs regulated and 
non-regulated activities. All  miscellancour billing between the BOCs and 
non-regulated affiliates must be subjccc to these guidelines as Outlined in 
paragraph I3 of this C-Letter. A l l  miscellaneous billing based on cost should 
follow the fully distributed costing principles of Part 64. The billing 
principles of fhis C-Letter are in compliance w i t h  these Part 64 guidelines. 

Billable eosn are categorized as follows: 
directly assigned/attributcd costs. indirectly arsignedlattributcd costs. and 
ancillary charges. These cost categories are summarized below. 

Directly assigncd/attributed costs are defined as resource costs which can be 
spccificrlly assigned or attributed to work performed for others  Directly 
assigned/attributed cosfs consist of the following clemcnts: 

1. 

2. 

3. 

4. 

5. 

Direct labor costs of the work pcrformcd. includins direct administration 
and administrative clcrical costs. staff support costs as well as all  
associated employee-related miscellaneous Costs. 

Costs associated w i t h  facilities uscd directly in  performing the work to 
the extent that such costs arc an  integral part or the costs of the 
business function using the facilities. 

Any costs billed by outside vendors. 

Materials and supplies used. 

Property related costs associated w i t h  property of the performing company 
uled in thc course o i  performing work for another parry. These 
cotu are billed as i n t c s tmcn t  relatcd overheads which are associated with 
the primary investment by t he  employees performing the work. 



.. 

-/Actrib&- 

indirect property related costs tha t  cannot be traced directly to specific 
work performed for others. Indirectly assitned/attributcd COSU arc 
caie8orircd as either property-related Costs or non-property related Costs. 
mertv-rel- arc those costs associated with company property which 
are viewed as indirectly supporting the work performed by employees of the 
company. , 

3.0401 

3.04 Indirectly assi~ncd/attributcd costs includc manalerial. financial. and 

The followins six distinct cost elements are ordinarily usoeiated 
with property owned by a telecommunications company: 

I. Ptanc specific operations expense (e& maintenance expenses for 
motor vehicles. land and buildings, computers. etc.) 

2. Depreciation 

3. 

4. 

5. 

6. Capital stock taxes 

Property taxes paid based on the property 

Return on the  company's investmcnc in  the property 

Gross up for federal. state. and local income taxes 

3.05 pJ0n-m- are secondary costs (manaterial. financial. 
support. ctc.) that cannot be traced directly to specific work performed for 
others. Such Don-property relatcd loadints include: 

( I )  Corporate Operations Expcnscs (c.8.. executive. Icsal. accountins 
and finance) 

(2) Plant Nonspecific Operations Exocnscs (cnccot depreciation) 

3.06 Ancillary charser include thc al lownce for cost-or-funds expense associated 
with the incurrence of expenditures i n  pcrl'ormins work for others. recovery or 
appropriate local taxes. and inclusion 01' a n  addirional orofit element when ' 

. deemed appropriate. T h c v  ancillary costs arc as fullows: 
- 

( I )  Float Charles 
(2) Gross Receipts Tar 
(3) Sales Tax 
( 4 )  Profit 

. . . . . . - . . 
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4. 

4.01 This paragraph addresses the various types of b i l l i ng  catc;ories. including 
;ustom work. reimbursements. rcnrs. and  o t h x  in:idcatal billing. Each 
category is described and examples arc cited. Paragraphs 6-9 addresses the 
accounting requirements for there various billing categories. 

4.02 Nontariffed plant construction. including cost of removal and associated 
cn;iaecring and design costs performed for others incident to the company’s 
regulated telecommunications operations. These constructioa activities are 
requested by the billed par ty  (customer) and o w n c n h i p  is retained by that 
party. not the company. For example. thc company may perform various services 
requested by customers such as installation of booths and enclosures for 
privately owned semi-public tclcohoncs. 

4.03 Although Gcncmlly Accepted Accounting Principles (GAAP) and Part 32 USOA 
generally require revenue recognition fo r  cash inflows or their eauivalenu 
from ao entity’s ongoing major or central operations, certain exceptions have 
been made. FASB Statement Numbcr I4 statcs t ha t  intersegment billings for the 
cost OC shared facilities or othcr jointly incurred casu do not reor#enC 
sales T h e  FCC has also provided a n  cxccption for certain reimbursable 
expenses. In Part 32. rcimburscmcnts arc defined as ‘aztual costs incurred in 
connection with joint operations or projccts. rcpairing plant due to damaies 
by others. and obligations to make changcs in  tclccommunications plant.. The 
FCC states that  these rcimburscmcnts shall be crcdited to the accounts 
originally charged. 

4.0301 

4.0302 
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Joint operations are defined as joint vcnturcs. shared facilities. and 
shared services. Joint operations include a company’s participation 
in a LPLD~ venrurc to share i n  the rcsulting cfficicncics or using 
joint resources. A n  cxamplc of a joint \cnturc  would be the 800 Data 
Base Joint Operations Scrvicc i n  u h i s h  inscstmcnts arc owned by one 
entity and shared w i t h  other entities. 

. .  

. . .  arc also a typc ol’ joint operation. This type of 
armn~cmcnt allows for the USE ol  in\cstmcnt rcsourccs of one party by 
another. Examolcs includc bt l l ing undcr t h c  Sharcd Setwork Faciliticr 
Agreement t S S F A )  and sharcd billing and  collection functions provided 
to others. - .  



4.04 

4.05 

4.06 

4.01 

4.0302 (Coat.) 
Joint operations also includes bi l l ing for  Ihared &. Examples 
include billing for administrative scrvices. asset usage. house services. 
etc.. which is processed by the Authority Based Billing System (A88S). 
Based upon GAAP and Part 31. share0 services billing is a reimbursement 
and not revenue. 

Reimbursements include repairing plant due to damages by others (cut cable or 
conduit. damaged poles etc.) and obligations to make changes in 
telecommunications plant (billing for federal-aid highway projects, state 
Department of Transportation billing etc.). 

Rent is defined as revenues (including taxes when borne by the lessee) 
derived from the rental or subrental to others of telecommunications plant 
furnished apart  from telecommunications services rendered by the company. I t  
includes revenue from the rent of such items as space in conduit. pole line 
space for  attachments. use of right of way based on agreemenu with electric 
utilities or CATV companies. and rental O f  cenrral office equipment to 
others. Carrying charges on property used i n  joint operations and shared 
facilities agreements a re  also included as rent revenues. 

All other billing (with the exceptions of custom work. reimbunemenu. and 
rents) that a re  incidental to the  company's regulated tclecommuniations 
operations. Other billing includes billing for plant operations. customer 
operations. corporate operations. and other incidental regulated revenue. 

T h e  various types of other billing are  defined bclow: 

4.0101 -at ions revenuc - Revenue from contracted services of plant 
maintenance and  cngincering pcrformcd for others (on their property) 
incident to the company3 regulated telecommunications operations. An 
example is revenue received from the maintenance of independent 
company plant. Revenue related to the performance of opent ion or 
maintenance activities under a joint operating agreement are excluded 
from this definition. 

4.0102 rations Re  v e n u  - Rcvcnuc derived from the performance LII' 
customer operations services for others incident to the company's 
regulated telecommunications operations which  a re  not provided for 
elsewhere. Examples would include discussion of bills or establishing 
new services f o r  othcr companies w i t h  their customers. This further 
includes: company opcrator scrviccs on toll lines terminating from a 
connecting comgany in a switchboard of this company: providing 
centralized rate and  route information ior  others: and rendering 
unattended dial  exchanpc operating Office scrvicc. 

SOTICE 
Nos tor UN or driclosurr outnod. h1ISouth or 

am). of tu submdmn" ..C.D( under rnt8.n agrnrmnt 
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4.0703 C o r a e r . r r c n s  Re venyC - Revenue from services rendered to other 
companies under a license agreement. general services contract. or 
other arrangement providing for the furnishing of general accounting. 
financial. legal. patent. and other general services associated witn 
the provision of regulated telecommunications service% 

4.0704 Resu lw Re V U  - These revenues include the other 
incidental regulated revenue not provided for  in other Revenue 
accounts. Examples are as follows: 

1. Amounts from unclaimed refunds (except where escheat laws 
provide otherwise) or overcharges on telephone service and 
from overages i n  cash receipts as disclosed in reconciling 
differences berwcen customers' paid receiprs and reporu of 
actual bank dcDosits 
Charges for customer checks returned for  non-payment. 
Penalties or inrerest charged for  late payments. 
Discounts allowed to customers for  prompt payments (Debit). 
Revenues for rights to commercial advertising on company owned 
public telephone enclosures and  booths. 
Revenues from proccssing commercial credit card charges for 
other carriers from coinlcss public telephones. 

2. 
3. 
4. 
5. 

6. 

5.01 

5.02 

___ 
5.03 
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Direct cosu are generally determined and accumulated through use of the 
company's cost reporting and cost distribution processes. Indirect and 
ancil lary costs are determined as described in Classifications Letter 1096 
(Overhead Rate Development Concepts). 

enr 4mou-d with P r p p y r  v Rel- 

When property is used 
appropriate to bill property related costs. Such costs should be determined 
for  capital  assets (e.& land. buildings. rurniturc. computcrs etc.) when the 
investment it used directly in performing the work. As described in 
ClurXiations Letter 1096. this direct investment is added to the 
supporting investment to provide the total invcstment. The total investment 
is multiplied by the investment rclated loadings (e.& return on investment. 
income :ax. property tax. ctc.) IO compute the  investment related costs for 
billing. 

T h e  luDDatrinr investment used i n  cornputins th; investment related Costs is 
determined as described i n  Classifications Lcttcr 1096. Generally. the 
investment associated 
determined annually by location or inventory using continuing property records 
or by allocation of investmcnt a t  a location using an appropriate usage 
factor. 

i n  providing a billable service i t  is 

w i t h  work pcrrormcd for othcrs should be 

SOTICE 
Not for YI e, disclosun outsad. hIISouth or 

YI, 04 iu wbudt.na esc.pi under rniim m n l  

P n n l d  m U. 5. A, 



5.0301 

5.0302 

5.0303 

5.0304 

5.0305 

(Account 21 I I )  investment representing property used in 
performing work for Others should be determined by dividing the total 
land investment a t  the service location by the rota1 assignable 
building square feet a t  the service location. for an investment cost 
per square root. This amount should be multiplied by the total 
building square feet assigned the service provider. to obtain the land 
investment directly associated w i t h  the work performed. 

m r  Vehi- (Account ' I  12) investment representing Drowrty used 

physical inventory and evaluated using actual cost records to 
determine the total invcstmcnt. The portion o l  this investment 
utilized in performing work for others should be determined by 
applying an  allocation or usage lactor appfopriate to the work being 
performed. Billing for motor vehicle property related costs should 
only apply when the motor tehiclcs a re  an  integral part of the service 
provided. 

in performing work for  others should be determined by 

investment f Account 2 I2 I )  rcprescnting property used QLsulr 
in performing work for others should be determined in the u m c  manner 
as described in paragraph J.0201 using the total buildings investment 
a t  the service location. 

Computer investment f.Account 2124) representing property used pirsulx 
in performing work Tor others is determined i n  the following a u n n c ~ :  

1. Southern Bcll - Divide the expenses associated with the billed 
Centralized Data Processing (CDP) job codes (work functions) by 
the rotal CDP expenses. Multiply this amount by the total 
investment. 

South Central - Divide the total CDP investment by the total CDP 
related expenses. Xlultiply t h i s  amount by t h c  CXDCnSCS associated 
with the billed CDP job codcs. 

2. 

'ament. 3 1 nd ether  1c lecommuni- 
not rmc if i m l l  v men t i a n d  t h a t  represents property used 
perl'orming work for  others should be determined by service 

. .  
V 

location using physical inventory and actual cosr records to derermine 
the total investmcnt a t  the scrviic location. The  portion of this 
investment utilized i n  pcrformins work for others should be determined 
by applying an allocatton or usage factor approoria;C,tc the work 
being performed. 
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6.0 1 

6.02 

la this document. the phrase 'when billed' refers to the time at  which a 
bil lable amount i s  f i rs t  reco:nizrd as an Ac'ount Retcivable in tSe bi l l ing 
company; in some cases this w i l l  occur prior to closing the books for the 
month in which the costs involved were incurred by that company. The phrase 
does not necessarily refer to the actual prcpararion/issuance o f  a b i l l  
document. which may occur i n  a SubscQucnr month. As 10 the debtor party, the 
phrase refers KO the time at  which a billed (or billable) amount i s  first 
recognized as an Account Payable i n  that party's books. In cases where the 
b i l l ing company and the debtor party are affiliated. these two corollary 
accounting actions would occur i n  the same month; in other cases. they may 
not. 

Paragraphs 7-9 provide accounting rcQuircmcnts fo r  the various bi l l ing 
categories in the fol lowing manner: Accounting by the b i l l ing company when 
incurred. accounting by the billins company when billed. and accounting by 
bi l led company. Accounting rcauiremcnrs are included fo r  direct. indirect. 
and ancillary costs. 

7. CUSTOM WORK 

7.0 1 

7.02 

7.03 

Direct costs o f  constructin: property that are incurred under an agreement to 
Construct plant entirely for anorher company must be moved out o f  the 
constructin: company's telecommunications plant account in the month of 
i n i t i a l  incurrence. These costs must appear as an account receivable of the 
construcrin: telecommunications company as of the close o f  that month. The 
appropriate Subsidiary Record Category ISRC) i s  1190.4000 for unaff i l iated 
companies and 1190.1dOO for a f f i l ia ted companies. This requirement also 
applies to that portion o f  another company's share o f  direct costs associated 
w i th  jo in t  ownership construction. 

Any indirect cost incurred should be char:ed to the appropriate expense 
accounts. For example. general engineerin: costs w i l l  be booked to Account 
6535 (Engineering Expcnse) and the costs o f  procurin: materials and supplies 
w i l l  be booked to Account 6726 (Procurcmcnt Expense). 

bv fhe b i l l i n r  eammnv when billeQ; 

Generally. direct. indirect and ancillary costs associated w i t h  custom work 
should be aDpropriatcly ac:ountcd for by che billin: company to Account 71 I O  
(Income From Custom Work).  This can be ac:omplishcd by crediting the expense 
accounfs and the Accounts Receivable ori(inal1y charled and debitin8 Account 
7110 fo r  the total costs. Total  revenues from custom work should be credited 
to A C C O U n t  7110. Return on Investment. Sross-uD for  Income Taxes. profit. 
f loat  and the gross receiotf r a v x  should also be credited 10 Aciount 7110. 
Sales tax amounts should be classified as a credit to Account 4010. Accounts 
Payable. 

>OTICE 
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7.04 Direct costs billed to a BOC i n  resard to work involving 
for that company by an outside oartv should be w i n  the 

billed company as a charge to SRC 1439.9000 (Deferred Char#es - Miscellancous) 
until the billing detail is known. A t  that rime. such costs should be 
accounted for as charges to the appropriate telecommunications plant 
coostruction/removal accounts. Son-property rclated costs should be charged 
to the appropriate exDense accounts. Property-related and ancillary costs 
(except sales tax) should be charged to SRC 6725.9000 (Other General and 
Administrative Expenses). The accountins for sales tax should be allocated 
equitably by the billed company among the accounts applicable to the billed 
direct costs. 

8. &FlMBUaSEME YTS 

8.0 1 

8.02 

248 

Reimbursements are  defined by thc FCC as join1 oocrations. repairing plant due 
to damage by others. and obligations to makc changes i n  celecommunicrtion 
plant. - 

. .  -c bv che b m c  cwnm n v  whe?  i n c w r r d  

Direct and iodirect costs rcoresenting opcrating exocnscs incurred lor p i n t  
operations associated wi th  regulated tclccommunications operatioas should be 
reported ro the applicable expensc accounrs of the company performin# the work 
as they are incurred. and  should remain i n  those accounts of that compaoy 
until billing is actually rcndcrcd or u n t i l  rcciprocal accruals are booked in 
the billed company. Direct a n d  indirect costs o i  work pcrfotmed for another 

W '  

v n  tcxrtorlLpDcr2r inn1 should aoocar as an account receivable 
of the telecommunications company pcriormin$ the  uork.  as of the close of the 
month in which they are incurred. This billing not associated w i t h  regulated 
telecommunication operations includes only billins associatcd wi th  services 
which a re  def ined as non-rcsulatcd by thc FCC. This would include billing for 
services which have never bcen rcgulatcd (c.$.. cnhanccd voice services) and 
those services which h a r e  bccn prccmpti\cl> dctar i f fcd (e&. inside wire. 
CPE). 

company as joint operations that rcnrcscnr costs of work . .  
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e o m m n v  when billeQ; 

8.03 when companies engale in joint operations. the billin8 company should 
journalize the reimbursement bi l l in# as provided below 

1. Primary Costs 

2 Corporate Operations 
Expense Load i n #s 

3. Plant Nonspecific 
Operations Expenses 

4. Property Related 
Loadings ** 

5. Ancillary Costs 
(Cross Receipts Tax,  
Prolit. Float) 

6. Sales Tax 

Bi l l i ng  Co. 
Cred I t  

Reported Account or FRC 

Corporate Operations 
Expense Account 

Plant  Sonspecific 
Operations Expense 
Account 

Aceounr 5240.9000. 
Other Rent  Revenues 

Account 5264.9000. 
Other Incidental 
Re gu  I3 t cd R even uc 

~c:ount 4010. 
4i:ounts Pa> a ble 

Excludes Depreciation 

OD Includes P h n t  Specific Opcrations Etpenses. Depreciation. Return on Investment. 
Cross-up for taxes. Prooercy taxes and capital stock taxes - .. 

249 



11.04 

x.05 

8.06 

Generally. costs should be booked to  the appropriate expense account. 
Property related and  ancillary costs should be charged to SRC 6728.9000 (Other 
Geacral and Administrative expenses). The accaunting for  sales tax should be 
allocated equitably by the billed company among the accounts applicable IO the 
billed direct costs. 

TlONS TO MAKE PLAYJT CHAVCFS AND b AMACF Err r 

AeeDvncinl bv che b i l l i n s  co m m n v  when i n e u r r u  

When a company incurs direct and indire:[ 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 
constructins company's plant accounts until billed. 

bv the billins eo maanv when bill& 

Accounting for reimboflements of direct and indirect costs when billing for  
repairing plant due  to damages by others and obligations io make chrnges in 
telecommunications plant gcncrally requires the crediting of expense or 
investment actounts originally charaed. Tb: amount actually billed to 
recover a11 or a portion of the direct costs incurred for  work performed on a 
telephone company's own plant due to oblisations to make plant changes or 
damage billing should be accounrcd for i n  the  following order: 

(1 )  Credit  the maintenance accounts i n i t i a l l y  charged in  regard to the work 
done. up to the total a m o u n t  originally chargcd. 

(2) Credit  any remainder of the billed amount to the depreciation reserve 
account. up to the 10131 amount orisinally charged thereto in excess of the  
cumulative depreciation expense ac:ruaIs made DlCViOUSiy in respect to the 
property involved. 

(3) Credit  any  remainder of  the billed amount. as negative charges. 
proporrionntely among the tclecommunications plant C J D i t J I  accounts involved. 
u p  to the total amount charged thcrcto in connection with the work performed. 

(4) Credit a n y  remaining portion of the billed amount to SRC 5264.9000 
(Other Incidental Regulated Revenue). 

250 Pnntd  on 0 S A 



8.0601 A simplified example of the accounting described in paragraph 8.06 is 
provided below: 

A pole is knocked dovn and must be replaced. The 
oxiginal cost of the pole was 51.000 and accumulated 
depreciation on the pole was SJ00. As a result. IC  
has a debit balance of S1,OOO and 1X has a credit 
balance of SJ00. Construction costs associated with 
the new pole are Sl.500 (charged to IC). and 
maintenance costs arc SJOO (charged to IM). Since the 
pole was destroyed, the Material System retires the 
pole by crediting IC for S1.000 and debiting 1X for 
S1.000 (original cost). A bill is rendered for the 
total direct costs of 52.000. 

trrel; Credit the mrintcnrnce costs Of f5OO Io 1M 

Credit I X  for SJOO. This represents the difference between 
the amount charged to 1X for the retirement (SI.OO0). and 
the amount of accumulated depreciation in the account 
(SJOO). 

a Credit IC for 51.000. This represents the difference 
between the total amount billed (S2.OOO) and the sum of 
steps 1 and 2 above (S500 t SJOO - Sl.000). 

An entry is not made to Account 5264. since no portion Of 
the billed amount remains. 

8.0602 Generally. indirect costs should be credited to the accounts 
originally charsed. However. property related costs should be 
credited to SRC 5264.9000 (Other Incidental Regulrted Revenue). 
Ancittrry costs should also be credited to SRC 5264.9000. SakS tax 
should be clruified as a credit to Account 4010. 

8.07 Gcnerrlly, costs should be booked to the appropriate expense account. 
Propcrry rel8tCd and ancillrry costs should be charled to SRC 6728.9000 
(Other General and Administrative expenses). The 8ccounting for sales tax 
should be rllocrted equitably amon) the rccounu applicable to the billed 
dirrct C O ~ C L  . -  . -. 
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9.01 

9.02 

9.03 

9.04 

9.05 

9.06 

-. -. . .. . 
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B J V F N V a  

RENT REVENUE 

Any direct and indirect costs incurred should be charged to the appropriate 
expense account. BellSouth's Accounting Policy Letter 30091 documents 
accounting guidelines for use when 
another party or used directly in  performing work for another parry. 

property b used aloag with 

Direct, indirect. and ancillary cosu associated with rental are credited to 
Account 5240 (Rent Revenue) when billed by thc billing company. However. 
soles tax should be classified as 1 credit to AcCOunt 4410. Accounts 
Payable. BellSouth's APL 30091 includes guidelines to k followed when the 
property associated with the billing is Icued. 

The expense of maintaining and operating the rented property. including 
deprCCiStiOn and insurance. shall be included in the appropriate oOc?ItiE# 
expense accounu Taxes applicable to the rented property shall k included 
by the owner of the rented property in the appropriate t a x  accounu 

When land or buildings arc reared on i n  incidental bash for  
non-telecommunications use. the rental and expcluu are booked to Account 
7360 (Other Non-operatiag Income2 

Generally, c o w  should bc booked to the ipproprirte c x p e ~ ~ c  accouat under 
the Rents Expenre Matrix Identifier (EM). For cxrmple. pole rcnral 
expenses are charged to Account 6411 (Poles Expense), uader the Renu EM. 

Generally the accounting treatment for other revenues b handled in the same 
manner as tCnL However. the billing company should credit the rppropriote 
miscellaneous revenues account (as indicated below) when billing is rendered 

&suas 
Corporate Operations 3230 
Customer Operations J262 
Plant Operations 3263 
Other Incidental Regulated 5264 

Revenue 
Sheet Reissued 

N O n C E  Ne fa u u disdawa .reww(L 
-uabrmurWnmm 
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12.01 On February 6. 1917. the Federal Communications Commission (FCC) released 
its Joint Cost Order in CC Docket No. 16-1 11. This order modified Part 
64.901 (Allocation of Costs) and Part 32 (Uniform System of Accounu) to 
rerlect iu requirements. The Order primarily affecu re$ulated ur r ie rs  
which also have resources dedicated to the provision of noa.regulated 
activities. In the Order. the FCC adopted an attributable cost method of 
fully distributed costing. which requires that the BOCs assign or attribute 
costs to regulated or non-regulated activities. The Order also prescribes 
affiliated transaction requirements for regulated comg.nier in dealing with 
non-regulated affiliates. The affiliated transaction requiremenu of this 
Order became effective September 6. 1987. AI1 other requiremenu of the 
Order were effective as of January 1. 1968. 

The Order affects BOCs and non-regulated affiliates when assas are 
transferred to or from the BOCs or when servica are provided to or received 
from thuc  BOCs. Provisions of the Order apply to all the tranaaetionr 
mentioned above regardless of the affiliates business form (corporation. 
DartnenhiD. joint venture. etc.). The Order a f f c m  the amount of charger 
recorded into or out of regulation. The FCC does not govern non-regulated 
affiliates or non-regulated operations of the BOC8. However. the Order 
covers charges includable in the revenue requiremenu of the BOCs. 

12.02 

Text Changed 

253 



13.03 The FCCs affiliated transaction rules for assets are as followr 

d or TUptferred To The BOCs From Nan-- ..  13.030 I 
pr The N 0 n - P  Bora 
A. Shall be valued by the BOCs at the prevailing price (market 

rate) held out to the senera1 public in the normal course of 
business as evidenced by actual sales to unaffiliated entities. 
or 

If the prevailing price is not applicable. such aueu shall be 
valued by the BOC at the 
value. 

B. 
of net book cost or fair market . 

13.0302 

A. Shall be valued by the BOCs a t  prices reflected in tariffs on 
file with a regulatory commission. or 

If no tariff rate is applicable. they shall be valued at  the 
prevailing price (market rate) charged to the general public as 
evidenced by actual sales to unaffiliated entitiu. or 

If  no tariff or prevailing price is applicable. the assets 
shall be valued by the BOCs at the 
fair  market value. 

B. 

C. 
of net book cost or 

13.04 Tax valuation reserves (e& deferred taxes, investment u x  credits) should nQt 
be considered in the calculation of net book COIL A h .  the BellSouth 
Corporation Tar organization has ruled that deferred taxes and investment tax 
credits should 
regulated and non-regulated affiliates. If a u e u  are transferred between 
regulated and non-regulated affiliates through an equity infusion. the associated 
taxes should k transferred. 

be transferred when ufcu are purchased or sold between 

- -  
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E. If the services arc not also provided IO unaffiliated entities, 
the services shall be recorded by the telephone company at cost 
which shall be determined in a manner that complies with the 
fully distributed costing principles of Part 64. 

A. If services are provided pursuant to a tariff. the services 

or 
shall be valued by the telephone company at the tariffed rate. 

E. If the services provided are not covered by a tariff and those 
services are also provided to unaffiliated entities, the 
revenues derived shall be recorded by the telephone company at 
the market rate as evidenced by actual sales, or 

If the services provided are not covered by a tariff and those 
services arc not also provided to unaffiliated entities, the 
revenues derived shall be recorded by the telephone company 
using the fully distributed costing principlu of Part 64. 

C. 

.. Pro vided From N C  

13.09 Essentially. the primary rule is that if the service received by the telephone 
company from the non.re)ulrted affiliate is also provided by the affiliate to 
unaffiliated entities or persons, the 8mount recorded in the telephone company 
books must be based on the market price paid by the unaffiliated enfitics. The 
market price must be based on sales by the affilirte to unaffiliated entities and 
not on purchases of the same service by the telephone company from unaffiliated 
entities. 

13.10 The residual rule states that if the r r v i w  are not also provided to 
uaaffiiated entities, the serviw should be recorded by the telephone commny 
b a r d  upon the nom-regulated affiliate applying the Pan 64 cost allocation 
stand.rdr (Le.. fully distributed costing). 
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13.13 

13.14 

13.15 

13.16 

13.17 

2 56 

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 rcgulrtcd affiliates (Le, telephone companies) or 
non-regulated affiliates (e.&, BellSouth Enterprises). An exception to Bsf 
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. 

I 

As stated above. transactions between BSS and the telephone companies arc subject 
to the affiliated transactions rules. When the r u l a  arc applied to transactions 
between BSS and the telephone companies, Bsf  is treated as a non-regulated 
r f f  ilirte. 

t 

Asset transfers or sales between BSS and the telephone companies are subject to t 
the affiliated transaction rules. Common examples of asset transfers include the 
transfer of furniture, computers, motor vehiclu etc ktwccn the two entitier 
In the absence of salu to unaffiliated entities, generally asset transfers from 
BSS to the telephone company should be booked at the lower of net book cost or 
fair market value. Generally. assets transferred to BSS from the telephone 
company should be valued at the higher of net book cost or fair market value. 
See Paragraph 13.03 for the specific rules for asset transfers. 

&vices Pro vided bv T- 

The affiliated transactions ruler for services are appliuble to all services 
provided by the telephone compania to BSS Scrvices provided to BSS by the 
telephone compania include administrative services, uret usage, h o w  serviccr, 
et& Generally, thew services provided to BSS should k v8lued using fully 
distributed costing principles. kc Paragraph 13.0802 for specific guidelines 

& v i m  Pro v v s  bv 

Services. producu. and supplies provided to the telephone companies by BSS are 
also subject to the affiliated transaction guidelinu Such services include 
procurement functions. corporate support. informrtion ap tem rervicu. marketing 
support. network planning e t c  Predominately the services and supplia which are 
provided by BSS to the telephone compania are not provided to unaffiliated 
entities. In this case. fully distributed costing is the proper accountins 
treatment If BSS provides a service to the telephone compania and provides 
that same service to a non-affiliated entity (on other than an incidental basis). 
that service should be billed to the telephone companies bared on the market 
rate. See Paragraph 13.0801 for the specific guidelines 
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14.03 

14.04 

14.03 

14.06 

If a tariff or market rate is not applicable for an asset transfer. the asset's 
fair market value. original cost, and accumulated depreciation should be 
determined. The telephone company Comptrollen Organization should retain this 
information for all assets sold or transferred from the telephone companies to 
non-regulated affiliates. 

Assets purchased or transferred from a non-regulated affiliate to the telephone 
company musc be recorded at the lower of  their net book cost or fair market 
value. if a prevailing market prim docs not cxhL If the asact's fair market 
value b lower than its net book cost. the asset mast be 'written down'. 
Generally. this write down should be recorded by the noa-regulated affiliate 

the asset b sold to the telephone company. As a result. the u ~ c t ' s  
accumulated depreciation will be increased by the non-regulated affiliate for the 
amount of loss in value. The telephone company will then record the asset. 
including the depreciation adjustment made by the nonrcgulatcd affiliate. 

The transferriog enrity should determine the fa i r  market value for utcu 
purchased or transferred between regulated and 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 affilhta. 
I f  an appraisal is necessary. the appraisal should generally be performed by a 
nonaffiliated entity to ensure an independent valuation The transferring entity 
will be responsible for the costs of determining the appropriate transfer price. 

All services. products, and supplies purchased or sold between the telephone 
companies and non-regulated affiliates must be recorded in the regulated accounts 
based upon the affiliated transaction r u l u  The telephone company Comptrollen 
organization b responsible for  earnring that all rrvicu are valued 
approprhtely and all ruociatrd documcnntion h retained. When rniccr are 
provided from a son-regulated affiliate to the telephone comg.ny. the 
non-rcguhtcd Comptrollers o rpadt ion  should notify the telephone company 
ComptroUcn if a market m e  e x h a  When r r v i s a  are provided from the 
telephone company to a non-regulated affiliate. the telephone company 
Comptrollen organiution should determine if a tariff or market rate is 
applicable. The telephone company Headquarters Comptrollen organiution should 
assist in determining if a tariff is applicable. 
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IS. 

15.01 

I 5.02 

15.03 

15.04 

13.03 

Transactions between affiliated telephone companies are subject to the 
affiliated transactions rules as described in  paragraph 14. Purchaser. 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 81 net book cost. 

The BellSouth Corporation Tax organiution has stated that the Accounting Offices 
should not transfer deferred taxes and invatmeat tax credits when rueu arc 
purchased or sold between affiliated telephone cornmaim. 

. .  
sc of As- bcrwcen 

AI1 property. plant and equipment acquired from 8 regulated affiliate is 
accounted for at COIL The accounting for property. plant, and 
equipment recorded at original cost is described in Accounts and SRC+ Section 2, 
Part A. 

The company shall submit to the FCC for consideration and approval copies of 
journal ea t r iu  rccordiag acquisition of telrommuniatioar plant covered by this 
instruction when the conridention mid is S1.000.000 or gruter. The text of 
such entries shall give a complete description of the property acquired and the 
basis upon which the anounts of the eatriu have been determined. 

The accounting for the sale of telecommuniations plant between regulated 
affi l iata is prescribed by Part 32. When depreciable operating 
telecommuniatioar plant (excluding buildings in Account 2006. and atso excluding 
land and artwork) is sold without traffic the accumulated depreciation account 
shall be charted with the original cost of the property retired plur tis COIt of  
removal and credited with the S81VlgC value and m y  inrunnee proceeds 
recovered Any profit or looc on tbe sale of depreciable operating 
telesommuniatioar plant is reflected in the nlvag entry that is made to the 
dep r rh t ion  reserve lCCOUnt, and is reflected in future alculation of 
depreciation rat# 

15.0501 

13.0502 

Text Changed 
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In the unusual case when telecommuniatioar plant is sold together 
with traffic. the original cost of the property should be credited 
to the appliable plant accounu. and the estimated accumulated 
depreciation and amortization shall be debited to the Wpropriate 
accumulated accounts. Any d i f f r n n a  between the net amounts of 
such debit and credit items and the consideration received (1- 
commissions and other ula cxpeurr)  should be included in Accounr 
7350. Gains and Losses from Dispoaitioa of Certain Property. 

The accounting for the ule  of nonoperatins plant should be handled 
as described in Accounts and SRCI, kction A. Part B. 
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REPORT OF ASSETS fRASSFERRED/SOLD FROM (OR TO) - BELL 
TO (OR FROSO VSREGULATED AFFILIATES 

State:- For Month Of- D u e  1uued:- 

Basis Fair Market Net Book 
!at ior P i i c  A c c a u n r w  

Asset 
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l a r i f t .  Marker Raw. Set Door Cost. or Fair Marker .Value 



REPORT OF SERVICES PROVIDED FROM (OR TO) - BELL 
TO (OR FROSl) CSREGCLATED AFFlLlATES 

Strtc:- 

Service 

.. 

260 

Authority 
Number. 
Account 
Number 

L'ntesul3rcd Aff i l iate:  

For >lonth Of: 

.\(on t h I y 
nillinp 

Year-To- 

. - - - . . . . . . . . . 

(Tarifr. \larhet R?rc. or F u l l y  Distributed Cost) 

Date Issued- 

** Basis for 
Billipr 



C-Letter 
Nvmbcr 
0-00 

10-0 1 

10-02 

1093 

1094 

1095 

10-06 

IO-07 

I 0-08 
~- .. . 
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10-11 
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File Code 710.0*00 .. 

F-bruary X .  1991 
Birmingham. . A l a h z a  

. 

T O  

FROM 

Officers of BellSouth Services. South Central Bell and Southern 
Bell 

Rebecca M Dunn. vice President - Corpontc Affairs. &&uth 
Serv ices 

SUBJECT: lmplcmcntation of Executive Directive No. 8 - Affiliate 
Transactions 

Executive Directive No. 8 .  which prescribes documentation rod approval 
requirements for affiliate transactioos. became effective December 31. 1990. 
.My staff in Regional Accounting Matters is in the procat of  preparing more 
detailed procedures whrch will be issued as a Classifiation Letter within a 
few weeks. lo the meantime. the interim guidelines attached may be wed. 

We are also preparing information to be directed to all associates. io the form 
of newsletter articles. 

Questions regarding the :uidelines should be directed to klcnc  Patterson at 
(205) 977-3234. 

%- 
Attachment 
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. 
The BSS or BOC organization proposing the transaction should communicate 

proposal in writing at Vice President level to L. L. Schoolar. Vice 
president & ComptrOlkr. The proposal should be f o r w r d e d  directly to ’ 

Selene Patterson. Segment Manager - Joint Cost and Accounting Principles. 
3535 Colonnade Parkway - South E K I .  Birmingham. Items in the proposal 
should include: 

I .  .A complete description of the proposed contract and:or 
transaction including identification of the purchasing affiliate. 
frequency. magnitude. basis for  pricing. etc. 

Rationale as to the financial and strategic importance to 
BellSouth of the transaction. 

Identification of alternative sources of supply available to the 
purchaser. if any. 

Provisions for  compliance with FCC and state regulations noted 
above. 

2. 

3. 

4. 

Within Comptrollers. the documentation will be reviewed initially by 
organizations responsible for  Joint Cost Order compliance and Contract 
Administration requircmcntr Additionally. i t  will be reviewed by BSS 
Regulatory and Legal rcprescntltivcs. 

There will also be a review of the proposal by BellSouth Enterprisu and 
BellSouth Corporation. When all parties have approved tbc proposal. B S  
Comptrollers will notify the iniliatin8 organization that the proposal may 
proceed. 
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. 
GUIDELINES FOR IMPLE.MENTATION IN SOUTH CEYTRAL BELL. SOUTHERN BELL 

AND BELLSOUTH SERVICES OF BELLSOUTH 
EXECUTIVE DIRECTIVE YO. a REGARDING TRANSACTIONS WITH AFFILIATES 

Bocklround 

Executive Directive No. 8. titled 'Affiliate Transactions' (copy 
attached). defines review and approval requircmcau for new affiliated 
transactions havin$ direct or indirect impact on re$ulated telephone 
companies. These requirements are intended to ensure compliance with 
Federal Communications Commissions (FCC) Rules. Section 3227 and 64.901. 
as well as various state rc$ulations regardin$ affiliate transactions. 
The review and approvals arc to occur prior to implementation of the 
transactions or contracts. 

When 
billin$ for the services be valued at: 

are performed for an affiliate. FCC Rules require rhat 

1. if applicable (when the service is performed by a 
re$ulatcd company): 

If a tariffed rate is not applicable. a 
substantial prior sales by the service provider to third parties: 

If neither a tariffed rate nor a market rate arc applicable. 
ful lv  of providin: the service. 

2. based on 

3. . .  

When a are transferred to a noarc: affi l iate by BSS or a BOC the 
sellin$ price is to be r t  a t  

1. 

2 

Mrrkct price. if the asseu are commonly sold to third parties; 

If a market price docs not apply. the -of the net book 
value of the asset or its fair market value. NOTE When a BOC 
sells assets to BSS. t h b  rule ru the sellin: price. when 
market price docs not apply. 
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When 
sell in8 price is to be set at: 

arc purchased from a nonrca 3 i f i l i 3 t C  by BSS or a BOC the - 
1. Market price. if the assets are COmmOnly Sold to third parties: 

2. ,If a market price does not apply. the k U  of the net book .value 
of the asset or its fair market value. YOTE: When a BOC 
purchases assets from BSS. this rule sets the selling price. when 
marker price does not apply. 

In transactions wi th  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 deal with proposals from BSS 
organizations to provide assets. services or materials to other 
nonrcgulated af filiate& outside of the normal Authority Code process. 
Within the BOCs, the review process will deal with propos8ls from BOC 
organizations to provide assets. services or materials to noarcgulated 
affiliates which fa l l  outside of the normal intercompany Billing Authority 
process. Fixed asset transactions with book valuu of leu than 525.000 
are not to be forwarded for review. 

I t  should be noted that the frequent and routine provision of servicu and 
materials by BSS to South Central Bell and Southern Bell or vice v e m  is 
not included in this review process. since 3deQUatC controls are in place 
through the billing process and contract administration to ensure 
compliance on there transactions. Similarly. if the proposed provision of 
services is to be handled on an  AC basis (BSS) or on a BA/RBA basis (BOC) 
with the nonrcgulated affiliate. review is not rcguired. 

The process begins with determining if the proposal fits the scope for 
review: 

o BSS or BOC is the seller 

o 

o 

A nonre:ulated affiliate is the purchaser 

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 
contractual arrangement which h8s been reviewed for 
affiliated transactions compliance 



BellSouth Budquuters  

1.' plwOsE .............................................................. 1 

2. D Q W Z I O N S  ....................................*.....*..*..........*. 2 

3. Ioltw. commcrs ..................................................*.*. 3 

4. Q)IITMcI m S  AND CONDITIONS ........................................ 4 

5. M-OUND AND FINANCIAL EVALllATIms ............... ........... 6 

6. BIDDfm;, A V W  AND lullINI!XXATIm .................................... 8 

7. APnlovAL AND mEw REouIREnmTs ...-.................................*.. 8 

8. DISIILIBWION AND ........................................... 11 

9. LEASE REPORTING ...................*.........*..................*..... 12 

-1. m a  
1.01 These Instructions define the policies regarding the preparation. 
avard. approval and 8dEfniStratiOn of contractual yreemmts vith outside 
parties. It also provides basic guidelines on the selection and qualification 
requirements to be folloved by the operating departments in securing goods and 
services from contractors and vendors. 
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clerks. typists). These types of contracts assist in running the 
day-to-day operations of the business. 

h. Master Contract - An executory contract vhich provides overall 
agreement outlfning mutual obligations but vhich requires additiorul 
agreement or authorization t o  initiate Specific tr8IIsaCtiOor covered by 
the contract. 
include either transaction unit prices or the buis for ulculation 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 MtUr8 or of 
varying magnitude. 

capital Lease - A lease vhich transfers substantially all the benefits 
and risks inherent in the ownership of the h u e d  property to the 
lessee. To be conrfdered 8 CJPiCd h u e ,  a h u e  must meet the 
criteria established in Statement of Firuncial Standards No. 13, 
Accounting for Leases and Statement o f  Financial Standards No. 98 
kcbunting for Leases. 

Omrating Lease - All leases not meeting the definitions of a capital 
IeLe at defined in item (i) above. 

To qualify as 8 uster contract. the agreement must 

i. 

1. 

3. ?oRluLQmraAcrs 

3.01 
of contracting parties should subsequent 1itigation.be necessary. 
each operating department is charged vith the responsibility of obtaining forul 
contracts in all cases vhere the best interests o f  BellSouth vi11 be served. 
For the purpose of this Instruction. a forul contract is defined as one vhich, 
in all its terms, is in writing. 

3.02 BellSouth Readquarters h.s no centralized contract group responsible 
for 0V8r.11 coordination of contract negotiation. preparation and monitoring. 
Each of the operating departments, in conjunction vith the Legal department, is 
responsibh for identifying contractual obligations and determining the rind for 
formal agreement pursuant to the requirements of this Instruction. 

3.03 
use of their centralized contract group. 
organization unless the department so chooses. 
group is svailabh to discuss vendor selection requirements. u well u 
recommend and assist in vendor selection. 

The primary purpose of a vritten agreement is to protect the interests 
To this end, 

- 

An agreement vith BellSouth Services is in place vhicb Al1WS for the 
There i s  no obligation to use this 

BellSouth Services contract 

They vi11 also coordinate contract 

-departments will, however. be r8JponJibh for securing necusary approval and 
- _  negotiations and prepare forul agreements. if needed. The Oeadquarters 

concurrence signatures, for notifying Security vhere background cbeclu are 
varranted and for fulfilling document distribution urd retention r.puir.nnts. 

3.01 
the folloving types o f  contracts. Transactions vith outside lyal counsel are 
excluded from these requirements. 

Besic Ilcguiremmtsr AS a minimum. written agreements are required for 

a. All contracts for the purchase of tangible goods and the ServiWS 
associated with the furnishing of those goods, vhere the total net COSt 268 



4.02 
particularly vulnerable to charges of favoritism and undue influence. 
continuing supplier of goods or services and each c0ntract0r. with 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. This policy covers business gifts. entertainment M d  
other u t t e r s  involving contractoc relations 4 t h  BellSouth employees. 
the responsibility of the department negotiating the contract toasure that 
prior to the execution of all goods and services contracts, the supplier 
provides a signed statement listing the nuas of BellSouth employees vho hold 
ovnciship or beneficial interest in the income of the contracting firm; or 
certifying to the fact that there ace none. 
necessary if the contractor is a corporation vhose securities are publicly 
traded. 

Vcndor Relations: Purchases of goods and services involve M area 
Each 

It is 

this requirement vi11 not be 

4.03 
undatory that all goods and services contracts contain the Nondiscrimination 
Compliance Agreement. Form RF-5303. as depicted in Exhibit B or the 
Nondiscrimination Compliance Agreement/Conflict of Interest, Fom M-5303-A, 
provided in Exhibit C. 

In addition, unless Legal Department approval is obtained, it shall be 

4.04 Minority and Vown's Business Enterprises: In all contracts or 
purchasing arrangements, i t  is the policy of BeilSouth to afford qualified 
minority enterprises the opportunity to serve u required in Executive Order 
11625 md Part 1-1. Chapter I of title 41 of the Code of Federal Ilehtions. 
Qualified available minority eaterprises should be considered for a11 quotation 
offerings. Unsuccessful attempts to identify or utilize minority firms must be 
documented. Appendix A contains specific requirements in this regard. 

4.05 Personal semierr md employer-emplwr rehtioluhiRs: The 
determination of vhether a particular subordinate is an employee or M 
independent contractor depends on the issue of control along vith various other 
factors. If the superior has hired the subordinate merely to achieve a result 
and has left decisions regarding the method and unner of achievement up to the 
subordinate, the latter is probably an independent contractor. 
hand, if the superior actually controls or has the right t o  control the method 
and manner of achieving the result, then the subordinate might be considered M 
employee. 

4.06 The delineation, hovever. is not alvays 8.W. The most hportMt 
question is vhether the superior controls or has the right to control the method 
8nd unner of doing the vork. 
other factors must be taken into account. 

On the other 

Where the utter of control is not so obvious, 

. - - Is the subordinate engaged in a distinct occupation or business? 

- Is the type of vork customarily performed by employees M d  do persons 
in the locality generally regard those doiw such vork u mployws? 

What 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 
a corporation or vholly-ovned subsidiary of 8 corporation whose securities are 
traded on a national or regioMl stock exchange or regularly reported in the 
over-the-counter quotations in the financial press. Also. a background check 
will not be necessary if one has been made within the last three years, 
provided: 

a. 

b. 

Security background checks vi11 not be necessary vhen the contractnr is 

the ovnership. officers, etc. have not changed during that period, urd 

there is no other hovn factors that should be considered in making I 
decision to ward a contract. 

5.03 Where a background check is varranted, the contracting departmt 
must furnish the prospective bidder or consultant a copy of the questionnaire 
shovn in Exhibit E. The completed questionnaire should then be forwarded 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. 
required by this Instruction vi11 be performed vhen specifically requested at 
Authority Level 60. 

Background checks vhich are not 

5.00 
the awarding of the contract as best suits individual departmental needs. 
Results of background cheeks vi11 be reported to the requesting department at  
Authority Level 60. 
proprietary information and are not to be diSSRmiMted to the concraeting firm 
or to m y  employee who does not have a "need to knov". 

The background check u y  be conducted prior to, or coincidental 4th. 

All results of background investimtions are considered 

5.05 There u y  be occasions vhere business circumstances necessitate the 
award and approval of a contract prior to receipt of the completed background 
check. Such contracts MY be warded, after the background cheek has been 
requested, provided the contract contains a clause vhich allovs BellSouth t o  
terminare the contract, vith or vithout cause, and vhich vi11 release BellSouth 
from any liability or further performance, should BdlSouth decide that such 
action i s  in its best interest. 

5.06 Under certain conditions, the operating department u y  feel that a 
background check is irmppropriate. 
Authority Level 65. 
must be fully documented by the operating department, vith suitable records 
maintained vith the department's and Comptrollers' copies of.thr related 
agreement. 

A forul v8iv.r is allwed if authorized at  
Any decision to formally m i v e  a required background check 

S.07 
contracts involve unstable companies. Therefore, .o evaluation of the fimcial 
condition of the contracting firm should be u d e  regardless of vhether or not 
these coopanics 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 cheeks to ensure the contracting company is in a financial position to 
complete the contract. 
department t o  request from the contracting party the data required by the 
Assistant Treasurer to complete the evaluation. 
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1 

a. The provisions of the contract should be restricted to the 

b. 

administrative areas of responsibility of the approving authority. 

The primary term of the contract should be specified t o  not exceed one 
year and not be autoutiully renevable, unless approved at Authority 
Level 65 or above. and further: 

An Authority Level 65 u n y e r  u y  execute contracts vith priury 
periods of more than one year subject to the monetary limits specified 
above. provided the total commitment of the priury and renewal Option 
periods, do not exceed five years. 

e. 

7.04 If the total amount payable under the teras of the contract is not 
specified but rather, payments are t o  be bued on a race per hour, per item. or 
some other measure (e.0.. uster contract), the contract must be approved at 
Authority Level 65. unless lover approval can be supported bued on a vritten 
estimate of payments over a 12 month period. 
copy of the vritten estiute must be appended to all copies of the contract 
distributed within BellSouth. If at any time during the term of the commitment 
i t  is determined that the contract is under-approved, it  should be brought t o  
the attention of the approving authority and steps taken by those ruponsibh t o  
provide vritten expluution and 8 revised est iute  for the term of coritment 
(or 12 month period). The revised estimate should be approved u provided in 
Paragraph 7.02. 
t o  a11 holders of the contract within BellSouth. to be appended to  their copy of 
the contract. 

7.05 
order to circuavent the minimums established for fora81 bidding procedures. 
approval and reviev requirements. background checks and financial evdrutions. 

7.06 1 Review formal contracts must be revieved by the k-1 
Department \. as t o  Likevise, amendments and changes to  existin& contracts 
must be similarly revieved. Legal review should be secured prior t o  execution 

Where this provision is invoked, a 

A copy of the approved revised estimate should be distributed 

urge contracts are not to be ai-vided into several smaller contracts in . 
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BellSouth Beadqua frs 

May 1991 
P u e  11 - .. - 

7.12 
to  each formal agreement for monitoring Purposes. 
consist of the first three digits of the responsibility eode of the approving 
authority, folloved by the last tvo digits Of the year in vhich the contract -,as 
approved plus a sequential assignment for each nev contract signed that year. 
For example. if the first contract approved in 1989 Vas Within the Comptrollers 
Department. then its contract number vi11 be "813-89-1". Forul notification of 
the assigned contract number vi11 be provided from Comptrollers t o  the operating 
department for use in processing contract payments. 

If all requirements are met. 'a unique contract number vi11 be assigned 
The contract number vi11 

7.13 
Executive Instructions No. 1, BellSouth Weadqu8rters performs certain functions 
for its subsidiaries. The costs of providing these services vi11 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 m y  
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 rior to their 
im lementation for approval by the BallSouth Vice President + Comptro er, 
h r p r i s e s  Vice President - Firunce. BellSouth Services Vice 
President - Corporate Affairs or their designaced representatives. (Note: For 
ongoing transactions occurring subject to a contractual relationship betveen 
entities, this approval refers only to the contract and not t o  the individual 
transactions vhich may take place under the contract.) 

Corporate Serricu and Project Billing Agr eaments: As specified in 

7.141 
vi11 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, ugnitude!. pricing methodology, etc. 

2. discussion of financial and strategic importance to BellSouth, 

3. evaluation of alternative sources of supply, if any. and 

4. 

Specific documentation requirements for the reviev and approval process 

demonstration of compliance vith FCC and state  PSC regulations a. 
referenced above. 

7.162 
circumstances variant. Vhen products or services are provided to a regulated 
entity. the providing entity must be prepared t o  produce, on demand. for 
inspection by the appropriate regulatory authorities. the documents necessary 
t o  substantiate the rurket price or the reasonableness of its costs. 

Additional documentation may be submitted or requested if 

7.15 Supplemental AppCOVd: Supplemental approval vi11 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 new. renewed. modified and canceled lease or 
sublease vith a noncancelable term of One Year or more M d  a mininu rental 
commitment over the life of the h u e  Of s1o.OOo. Such reporting is required 
regardhss of cancellation clauses included in the lease agreement. It is the 
responsibility of the operating department executing the lease t o  prepare and 
forvard the Form RF-fZ2S. together with COPY Of the associated lease. b.fore 
lease payments begin. BellSouth Administrative Procedure No. Wt-002-W1, Lease 
Reporting, contains appropriate instructions for the preparation and submission 
of Forms Rf-5225. 

9.02 Certain leases including leases with a term of one year or longer must 
be reviewed by Treasury. Legal. Tax and Industrial Relations Prior to contract 
approval. I See paragraph 7 ,  Approval and Review Requirements for details. 



B W ~  alrwumm mum ON DEAKNG rn Q)I(L~I~CZDII~ m nmtnts 

rositioo statment 

BellSouth Corporation and its affiliated companies (hereinafter gBellSoutha) do 
business vith thousands of contractors and vendors. It is a fundaaental policy 
of BellSouth that such dealings shall be conducted on a fair and 
non-discriminatory basis, free from improper influences, so all particip.ting 
contractors and vendors may be considered on the buis 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 lowest overall cost. Accordingly. BellSouth vi11 not recognize 
any oral agreement. 
representatives shall not be construed to imply a comitment or obligation on 
behalf of BellSouth. 
be deemed as public and nonproprietary. Inforution shall not be received in 
confidence, unless a prior vritten agreement authorizing such exchange of 
information h.s been executed by an authorized representative of BellSouth. 

BellSouth is committed to doing business vith contrrctors and vendors in an 
atmosphere in keeping 4 t h  the highest standards of business ethics. 
i t  is BellSouth's policy that our employees shall not accept from cultomerr: 
vendors of property, goods, or services: or from other persons m y  Eifts. 
benefitr, or unusual hospitality that may in m y  vay tend t o  influence or h8ve 
the appearance of influencing them in the performance of their jobs. 

Those employees of BellSouth authorized to  ulre purchases or negotiate contracts 
are aware of this policy and your cooperation is solicited in order to forestall 
any embarrassing situations. 

Any conversations vith BellSouth's employees or 

Any information disclosed or made known to BellSouth shall 

Therefore, 

I have read and acknovledge the foregoing: 

Nue 
(Signature) 

(Printed ) 
Name 

ti tle 

Corporate 
Affiliition .. - 

Date 
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Submitted To: 

Submitted By (Company Name): 

Address : 

City: State: zip: 

vith f i r m .  

1. Type of Firm [ 1 brporation 

Sta te  Incorporated: Date: 

Corporation Number: Years in business under present name - 
Date and location company formed: 

City Business License Number: 

County/Parish Duriness License Number: 

State Sales T u  Number: 

Previous names under vhich you have operated this business. 

[ 1 P8rtnership I 1 Sole ?roprietor - --gnrrm--mm~-oomnoo-oo---~---- 

-y I I Iu I I I I yoo Iuoo-ooo9om-m- - -g - -o -  

- - Rue: SS8 - - - 
- - title: D.O.B. 

Address: DIL 8 

city: State: zip: 

wuc: - - - - - 
- - Title: D.0.B. 

Address : D/L I 



E w e  you at any time failed to complete a contract? 1 Yes I 1 No 

Are there any judgments. claims or suits pending or 
outstanding against you, your firm or any projects? I 1 Yes I 1 No 

If the answer 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 5 
years. (Docket X and Court Name) 

. 



VENDOR 

ADDRESS 

CONTRACT TERM (if 8ppliC8bh) 

BEGIN DATE 

END DATE 

BRIEF DESCRIPTION OF OBLIGATIONS - 

D€PT 

COKTACT 

ADDRESS 

PREPARED BY DATE: 

IEELEPRONE 
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Im iORnT AND wm*s BUSIWesS mirm2RxJt ntoaul 
1.01 
(WWBE) Program has been established t o  ensure compliance vith Federal 
Regulations as contained in Executive Order 11625. 12138, 12432. 12626, and 
Public L v  95-507. 
employment responsibilities and as a government contractor, to provide th.t 
uximum practicable opportunity be given to minority and vomen's bwinus 
enterprises and to sheltered workshops to  participate as suppliers and 
contractors to our company. 
commitment as a corporate citizen t o  support the economic development of the 
community and the nation. 

1.02 The basic objective of the Minority and Women's Bwioess Enterprise 
Progru ( W M E )  is to provide the opportunity for minority and vown ovned 
businesses and sheltered vorkshops t o  compete for coapmy contracts or furnish 
goods and services t o  our company. 

1.03 To accomplish this objective, the folloving reht8d obj8ctivu have 
been established: 

she BellSouth Beadquarters Hinority and Women's Business Enterprise 

It is policy of BellSouth, consistent vith our other equal 

Their participation in our businus reflects our 

a. To actively and diligently seek out minority and women vendors .nd 
sheltered vorkshops having the upability of supplying those goods aod 
services necessary for tbe company's varied operations; 

To identify those service areas for which minority and vomen vendors 
and sheltered workshops have the potential of becoming a supply source: 

To utilire minority and women vendors .nd 8h8lter.d vorbhops to the 
fullest extent possible. 

Although our commitment is t o  utilize minority and women enterprises 

b. 

e. 

1.04 
and sheltered vorkshops t o  the fullest extent possible, a goal will be set each 
year by the Vice Uuirun t o  enable us to measure our progress in the MAID€ 
Program and t o  demonstrate our commitment t o  the Program. Results of the 
utilization of WVBE and shelt8red vorkshops are carefully monitored wainst 
these objectives, and our progress tward these goals 1s not8d quarterly. 

2.01 
provided : 

a. 

For the purpose of these instructions, the follwing definitions are 

Hinority/Vown Vendor --Defined as a supplier or contractor vhose 
business is ovned, controlled and oper8t.d by minority or women group 
members. 

0 rat8 - Defined as ex8rcising the power to  make policy decisions 
h n g  the operations of the business. 

- 

b. 

2 8 0  
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?OR BIDDING 

1.01 
at the lowest possible cost, consistent with qulity, dependability and good 
business practice. To this end, goods M d  services required. where quantities 
and types needed are such as t o  ba reasorubly subject to bid treatment. should 
be obtained through competitive bidding procedures. 

1.02 In those cases where the approving authority decides wainst 
application of bidding procedures or the lowest bid is not accepted in the award 
of a contract, a brief st8tement of the reasons for these decisions, signed b 
the approving authority, must be attached t o  the COPY of the final contract sint 
t o  Comptrollers. 

1.03 
following guidelines should be folloved. 
followed in the business conunity. 
cost or continuing contr8cts for periods over one (1) year, these practieu 
should be applied as a minimum. 
provisions other than those provided in l.W.a.-l.OL.f.. l.OS.b. and 1.07 
below, MY be modified to eliminate unnecessary formality. 

1.01 Requests for bid should: 

I t  is the policy of BellSouth Headquarters to obtain goods md semiees 

Vherc bidding procedures are employed in the avard of contracts, the 
These guidelines are those generally 

For individual contracts over 52S.000 total 

For contracts of lesser aaount or time, 

8. be sent to a minimum of three qualified contractors or suppliers, 
insofar as fusible to do so, 

specify the unner of subnitting bids (8.g.. sealed envelope), 

have instructions stating how to mark bid reply envelopes or have 
appropriately urked return envelopes included in the bid r q u u t ,  

specify the final day that bids will be accepted, if different from the 
date of opening, 

b. 

e. 

d. 

e. specify the date. time and place of bid opening, and 

f. provide the name and address of the employee to whom the bid should be 
delivered or mailed. 

1.05 Bids receipt must be handled in accordance with the following mininu 
safeguards. 

a. Each bid received must be assigned a bid number (written on the outside 
of the uiling envelope) and logged (time and date of receipt) in an 

- appropriate bound record book or properly documented in a perunent 
project file. Retention of the mailing envelopes in the perunent 
project file shall be sufficient if e8ch one is noted by a =uugement 
employee vith the date and time of receipt. 

b. ~ l l  bids must be stored unopened in a locked compartment prior to the 
time of opening. 

. .  

281 



ErPcutive Instnrctiom No. 2. Section 2. Contracts-Award m d  Approval, 
P u y r a p h  9.0. Lease Reporciry, h8s been revised to reflect a CbDge in the 
forr rbich should now be rued to report aew. ren8wd. renegoci.ted. extended. 
amended or mdified lease date. Form BT-St25. and t o  add a reference t o  
Administrative Procedures No. 002-002401. Lease Reporting, which contains 
iastructions for the preparation and rubmission Of this form. This revision 
coincides with the installation of h u e  13. a rlew l e u .  d.U ~intetmnce 
system which will be operated by Che variou Accounting Services organizations. 

Rec-nded: 

Concurred: 

Approved: 
Comptr611er 

. ... - . . - 

282 

Filinr Instructions: 
R L  Insert the attached: 

Pages and 5 Pages I. and 5 E.I. NO. 2. Sect. 2 
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&KSouCh Hudqwrtrrr 

rate specified in the mtncc. plus other COIU. such as cancdlrtioo au. me r p p r a a i  schedule 
S ~ J I I  also be sublect IO tne following resuict~o~. 

(a) me provisions of the contna or agreement -11 k restricted to ihc 
rdm~nutnt ive areas of rupocuibility of the approring authority. 

(b) me primary tern  of the conma or agreement rhrli be spcrfied to MI exceed 
one y u r a n d  not be autanrtlolly rcMW8bk. unless rppmvod at the ReellSouth 
VKe Resident level. arabove. io rhih event the apptuval all lhcn be 
subject to the following Iuu tCt lOM:  

(1) The primary tern stall not exceed one year wich rn more than one 
rcnewai ~ p u o n  of one yur. 

(2) h pnmrry tern rhrll w( exceed me yearwith sutmutic rrnerrl  after 
the initial p n m r y  p e d  m s continulq buu. unlil uncclled a1 the apcm 
'of DelISouth-~Q p n e n l l y  with x) days or 60 day noucc. 

(3) me pnnuty tern  is not specified. but the contna orsgrccment m y  be 
uncclled at the optioa d BcllSouth-HQ with 60 days or kss nottce. 

If the toul amount payable under the ems of the commitmen1 (or l2 month period) i not specified 
but payments arc to be made by DellSoulb-Hq baed m me per hour. per item. or some other 
mewwe. the mtna or apemeat dul l  be approved by J Vice M n i  (bcllSouch Offir) unlem 
lower approval can be s u p p o n d  brd m J rriuen estimate d pymenu. JS well u r)K i e m  and 
-ions d chc contna. Such estimate dull be applorcd by mmrpment in the line d organization 
required to execute the contna (copies d *hi& shall be appendcd to d l  copies d thc conma 
dhributed within I)cllsou&HQ). If at any time during the tcnn d chc Oontnct i t  should be 
dctennined by r)las -med that cho OD~~M or apeemeat is undcr-rpprovcd (including tkae 
SoIItnas a w e d  by a BellSouth UTKU u outlined above) it should be brought to the attention of 
Ute approving authority and nep taken by rhac rupmsible to provide written U p & N t b  and a 
revisdessimrte d paymenu for chc unn d cornmitmcnt (or 1l monlh period). whidt dul l  be 
approved by rhc then appropri.ta a w i n g  auhrity. A e d chc duly approved rrriscd estimate 
d plymenu a l l  be druibuud LO ~ l l  bddsn d W O(IM within BeluoUrh-nQ. IO be ~ppendd 
totheir cop). of the conmet. 

P R O l l i T l l Z  RSSEIICNT t 

I 
9-01 Because h u e s  are eontracts and in order to  cwply with requireaents 
of the Securities and Exchange Cornisaion and tho Financial Aecocnrciry 
Stmdarda Board. certain lease informeion m a t  be reported to the BellSouth 
Corpor8te Books organization. Therefore, a tom RF-522s. S m  of - 
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ExzannE INSIWJC~IONS NO. 2 
PEnOn z 

-. - -. 1987 
L 

c 
I Gapiulired base  &tails. must be completed and forvrrded eo C h .  h u e  

coordirutor in YOUS company’s Corporate Books orgauisacion for each new, 
renowsd. d i f i e d  and cancelled lease or rublease with A noncancellable term 
of one year or =re and a minimum rental e-icmenr over the life of the lease 
of $10.000. Such reporting is required regardless of uncellation clauses 
included i n  the lease. I t  is the rerponsribilicy of the deparunt or 
or&.nizarion b v i n g  jurisdiction for obtaining execution of the lease co 

BellSouch Administrative Procedures No. 002-402-001. h u e  Reporting. coataim 
appropriate instructionr for the preparation and submission of Tom 134225.  

I 
i 

! 
prepare and forward the fooro W-5225. tosether w i t h  a copy of the associated 
lease. t o  the CorporaCe Books organiracfon before l e u e  p a ~ n t s  begin. 

I 
I 

- 



' -b)*rr:  Accounting Policy Letter 
.. +rp':  Strong Recommendation 

D e ' * :  brch 2 8 ,  1989 

BELLSOVW. 

7 . 3 0 * * '  b o t t * ' * *  Accounting lolicy letter 610-01 
r i i r  
m.. ocher: N/A 

Vice President and Comptroller - Southern kll md South Central Dell 
Assist8nt Vice President .nd Comptroller - BellSouth Enterprises 
Comptroller - BellSouth Services 

g9tltl**: BSC, SB, SCB. ESE, BSS 

r * o D 1  Vice President and Comptroller - BellSouth Corporation 
D e * c r * p t ' o a i  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, vhich provides guidance on the development of 
overhead rates for EcllSouth 8nd its subsidiaries. The scope of 
this APL covers (1) tbe general conceptual guidelines for computing 
and applying overhead rstes. ( 2 )  tbe Joint Cost Order's impact MI 
overhead rate development, md (3) definitions of key terms used in 

Ouestions by your staff reg8rdSng this APL should b. directed to  

$he .ML. 

Ken HOW at (404) 249-3026 or pat h j o r  8t (401) 249-2b71. 

-4u k& 
htr ick  E. Cuey 
Vice ?resident 8nd Corp~rollrr 
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Distribution L I R  

BellSouth Corporation 

A. C. Tokley, Vice President and Treasurer 
C. V. Shevbridge. 111. Assistant Vice President-Taxes 
V. E. Jrrvis, Assistant Vice President-Chlef Corporate Auditor 
G..L. Valton. Director-OperrtioftS 
G. M. Cassi ty, Director-Financial Hanagement 
J.  M. Rostinsky. Assistant Comptroller 
E. A. Grayson, Assistant Comptrolhr 
V. V. Camp, Corporate Hanager-Hethods and Mechanization 
n. L. Wolf, Corporate Manager-Tues 
K. M. Coletti, Corporate Hanager-Taxes 
R. 11. Proehl, Corporate Manager-Taxes 
G. T. Rhodus, Corporate Manager-rues 
J. S. Thomas, Operations Huuger 
L. E. Clover. Operations Manager 
A. F. Zoeller, Operations Manager 
K. J. Hory. Operations Manager 
G. S. Griffin, Operations Hanager 
N. S. Gardner, Operations H m y e r  
G. J. Grace, Accounting Witness 
A. D. Casiorek, Assistant Treasurer-Corporate Finance 
J. R. Honk, General Security Hanager 
1. W. Johnson, Operations Hmager 
R. E. Stravn, Operations Hmager 
K. R. Bishop, Operations Hanager 
D. T. Bush, Operations Hanager 
J. L. Reese, Director-Corporate Taxes 
8. D. Copping, Director-Corporate Taxes 
C. H. Brasfield. Director-Corporate Tuet 
L. W. Bunt. Corporate !Imager-Tues 
J. R. Robinson, Corporate Han8g.r-Tues 
L. N. Rarvey. Corporate Huryer-Taxes 
1. T. Flmagan, Corporate Muuger-Tucs 
S. L. Creel, Corporate bnqer-Tues 
P. II. Cook. Corporate Hamger-tues 
V. B. Harthall, Director-Coluolidated limncia1 Muugewnt 
A. 8. Shepherd. Corporate Muuger-Tues 
L. S. Spainhour, Operations Wnager-limcial W n a m n t  
B. K. Tolbert, Operrtions bnqer-Fimcial Hanq-nt 
R. R. Bailey, Operations Wnager-Risk Iluragewnt 
V. B. Barfield, General Attorney 
n. R. Sutherlmd, General Attorney 
J. E. Sinpron, Treasurer 
S. E. Urkenier. Director-Investor Relations 

BellSouth Services 

E. V. Parith. Assistant V i c e  President-Separations 
C. L. Villiamr, ~ssistant Vice President-linancial Systems 
E. B. Ivcy, Assistant Vice ?rerident-Inforution System Services Operations 



. 
V. 1. Black. Asristant Vice President-Financial S y s t e ~  
E. C. Skinner. Assistant Vice President-lnforution System Services 
A. L. Villiams. Assistant Vice President-Inforution System Services 
P. E. Villiamson, Assistant Vice President-Inforution System Services 
1. L. Allen, AVP-Information System Services-Corporate 
C. D. Beech, Operations Manager-Corporate Accounting 
D. L. Smith, Operations nuuger-Regional Accounting Matters 
C. R. Ferguson, Operations Man8g8r-ACCOUnting Services 
W. F. Eolladay , Segment Manager-Account i ng Classif iut ions 
T. E. Covins, Segment Humger-USOM 
F. E. Dennis, Segment Manager-Accounting Support and Research 
L. V. Bray, Operations Manager-Financial Systems 
E. C. Carrick, Operations Muuger-Financial Systems 
M. R. Chase, Operations Manager-Financial Systems 
J.  G. Farris, Segment Manager-Pifuncia1 Systems 
R. V. Mayhev, Operations Manager-Financial Systems 
T. L. Seaton. Operations Manager-Financial Systems 
N. F. Skinner, Segment Manager-Regulatory 
S. D. Mitchell. Operations Manager 
R. P. Klein, Segment Manager 

South Central Bell 

R. L. Harder, Assistant Vice President, Operations. Plans and Performance 
C. J .  kthram. ~ssistant Comptroller 
C. L. Cochran, Chief Accountant 
R. 1. Bovell, Operations Manager-Corporate Matters 
D. B. Parker, Operations Manager-Corporate Matters 
0. I!. Willis, Operations Manager-Regulatory Matters 
R. L. Campbell, Operations hnager-faxes 
S. G. Patterson, Operations Wger-Regulatory 
T. S. Sims. Operations Manager-Taxes 
L. P. Tatoa. General Internal Auditor 
V. A. Millard, Operations Manager-Internal Auditing 
V. P. hnnigan, Operations Hanager-Internal Auditing 
C. I!. Miller, Operations bnager-Comptrollers Results 

Southern Bell 

J. G. Butler, hsistant Comptroller 
F. V. King. Operations Manager-Corporate Matters 
w. s. Reid, Operations Manager-Regulatory Matters 
8. A. Paisant, Segment Iluuger-Regulatory Matters 
J. E; Fletcher, Segment I(uulcr and Comptrollers Contract Admin. 
E. B. Killingsvorth, Segment bnager-Regulrtory Matters 
n. 1. Sullivan, Segment Manager-Regulatory Matters 
n. N. Kokoslu. Operations bnyer-Comptrollers 
B. ksterling, General Internal Auditor 
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BellSouth Enterprises 

7. S. ?arsons. Operations Manager-Corporate Accounting 
1. V. WcArthur. Treasurer 
X. I(. Schultt. Operations Manager 
J. 0. Smiley. Operations Manager-Flnante Accounting MiP 
B. E. Shults. Operations Manager-Financial Management 
1. Del Bagno, Operations Muuger 
J. W. lox ,  Operations Manager 
1. E. Stark, Operations Manager 
B. E. Mansell, Director-Regulatory Affairs 

BellSouth D. C. 

M. P. Talbot. Director-Federal Regulatory 

Coopers b Lybrand 

Robert King 



Be11SOuth Corpora Jn 
Corporate Accounting Matters Division 
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t t 

IWRODUCTION AND ?URPOSE 

t 

Overhead costs are costs that unnot be directly identified vith a final 
cost objective. 
services vould be impossible without the incurrence of such costs. 
these costs cannot be specifiully linked to a product or service, overhead 
costs must be allocated t o  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 mans to 
estimate the cost of the product or service prior to the accumulation of 
their actual costs, vhich in turn. allovs us to bill for these products or 
services at the time that they are provided. 
BellSouth's policy has k e n  historically affected by regulatory accounting 
requirements. 
(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 outside parties for vhich there is no tariff or prevailing 
market price. In accordance vith section 64.901 of the XC's  Rules and 
Regulations (as amended by the JCO), vhen no tariff or prevailing urket 
price exists,  billings must be based on cost. When billings (including, 
billings t o  affiliates) are based on cost, a11 of the costs attributable t o  
such billings should be determined and accumulated through use of cost 
reporting and cost allocation processes of the company performing the vork 
involved. Costs billable in such u s e s  include direct costs, overhead (or 
indirect) costs and ancillary charges. 

Eoveverl the production of goods and the provision of 
Since 

In developing overhead rates, 

The FCC's Joint Cost Report and Order in CC Docket 86-111 

The purpose of this Accounting ?olicy Lutter (ML) is t o  provide general 
guidance t o  all BellSouth entities for the development and application of 
overhead loading rates. 
be adhered to vhen billings are rendered by A BellSouth entity on a 
non-tariffed basis or vhen no prevailing market price exists. 
are used in connection vith billing to regulated and nonreguhted 
affiliates. billing nonregulated activities vhich do not involve joint or 
common use of resources under the provision of the Joint Cost Order (?arts 
64 and 32 as amended), billing for custom vork. plant relocation associated 
vith Federal-Aid highvay projects, damaged telephone plant and other 
miscellaneous billing situations. 

Specifiully, this A?L provides the rules tbat must 

These rates 
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SCOPE - 11. 

Section 111 of this APL vi11 discuss overheads in light of the Joint ~ o s t  
Order (JCO). 
found in Section IV. 
overhead allocation methodologies available, as vel1 as the strengths .nd 
veaknesses inherent in each methodology. Section'VI provides the conceptual 
guidance for developing overhead rates. this discussion vi11 address the 
overheads ve are allocating as vel1 as allocation bases. 
accounting requirements that DUSK be adhered t o  are outlined in section VII. 
Attachment I contains the Cost A p p o r t i o m t  ?rocedures and Principles chart 
and Attachment XI contains the Glossary. 

This APL vi11 not address accounting for direct costs and ancillary charges. 
Guidance for these can be found in (APL) 300-01, Accounting tor 
Hiseellaneour Billings To Affiliates and Nonaffiliates for Uork Performed 
Incident or Peripheral to the Company's Regulated Telecomunications 
Activities, BSE Part 64 Compliance Documentation and the BellSouth 
Corporation Corporate Functions Cost Allocations ?olicy Guide. 

A definition and conceptual discussion of overheads can be 
Section V vi11 address the different cost accounting 

Finally, the 

111. 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 v$th the 
necessary inforution t o  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 actlvities of the Corporation 
maintain a clear-cut reparation of costs. These accounting safeguards 
replaced structural separation. 
established vas a prescribed method for a1locating our business costs. 
These nev cost alloution 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 X C  to prevent cross-Subsidization and to d l o v  the 
participation by ratepayers in the economies of r u l e  and scope that are 

One of the key rccount iq  safeguards 
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achieved through the integration of nonregulated activities into the 
reguhted activities. The Joint Cost Order. Ithuefore. affects both 
regulated carriers and nonregulated affiliates vhen assets are transferred 
t o  or from regulated operations. vhrn services are provided to or received 
from these saw operations, or vhen resources are used jointly by both 
operrtions. Since the DOCS use joint resources in providiry re#ul_rted and 
nonreplated services; and since BSC, BSS and certain BSE entities provide 
services t o  the regulated subsidiaries, the costing principles contained in 
the JCO must be adhered to  vhen cost based billings are performed. 

A. 

The Joint Cost Order adopts the 'attributable cost method of fully 
distributing costs.. 
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-causat$on" means that the cost of a function or service must be borne 
by the activity or entity that d'irectly or indirectly causes the cost to be 
incurred. and not by that vhieh derives benefit from the incurrence of the 
cos tS . 
APLt 610-01. Joint Cost Allocation and 620-01, Affiliated Transactions With 
Regulated Entitles, provide the guidelines for the proper application of the 
joint cost and affiliated transaction rules. In sun8ry. costs should be 
aggregated into homogeneous cost pools and assigned to  regulated and 
nonregulated activities using the folloving costing principles in the order 
listed below: 

Suaury of JCO Costing Principles 

This methodology is based on the principle of cost- 

- 

1. 

2. 

3. 

Costs shall be directly assi 

are those that are 1002 dedicated t o  either a regulated or a 
nonryulated 8ctivity. 

Costs vhich c8nnot be directly assigned t o  individual activities 
are to be direct1 attributed (DAT) t o  those activities bred on 
the direct -+ uu yais of the origin of tbe costs themselves. 
When direct attribution is not possible, the costs sbll be 
indirectly attributed (UT) b8sed on a cost-causative linkage to 
other costs for vhich a direct assignment or 8ttribution is 
available. 

ed (DAS) to individual services t o  
the MXiaUa extent possib + e. Costs that are directly assig~ble 
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I .  When neither direct nor indirect measures of cost-causation exist, 
the costs shall be allocated based on the FCC prescribed general 
allocator. These costs are unattributable (UAT). 

The costing principles prescribed by the FCC are required to be used in 
apportloning the costs betveen regulated and nonregulated 8CtiVitfet and 
entities. Within the regulated or nonregulated arena, hovever. these s u c  
costing concepts can be used to allocate costs to specific products or 
services. 

A particular costing principle has meaning only as i t  rblates to a swcific 
cost objective (i.e.. account, cost pool, regulated or nonregulaced 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. 
u y  be directly assignable if the cost objective is an activity, but the 
same cost may be directly attributable if the cost objectlve is a line of 
business (LOB). Further, if ve move to the product or service level the 
same cost may becow unattributable. 

Attachment I further illustrates the behavior of the costing principles. 
Each time that v. move to a higher level of aggregation. the costing 
principles that v. are limited to is the costing principle originally used 
plus all other principles below that one in the hierarchy of costing 
principles. In other vords, if V. assigned costs from a cost pool to a 
regulated activity by indirect attrfbution, the only costing principles that 
we can use to assign the same costs to an UB (the next level of 
aggregation) is indirect attribution or the general a~locrtor. Since direct 
assignaent and direct attribution are above indirect attribution on the 
costing principles hierarchy. these are not choices that are available to 
us. 
link the cost to a regulated or nonregulated actlvity, then i t  is only 
logical to conclude ch.t m could not have a strong enough cost-causative 
linkage to link the cost t o  a particular LDB or product. 

A cost 

If ve did not have a strong enough cost-causative linkye to directly 

B. The JCO's Impact on Overheads 

The types of costs tbat are typically considered overhead costs arc the 
management, filuncial 8nd other expenses of an orgmization vhich are 
incurred for the general unagement and administration of a line of 
business, a repent of a business. or a business u a vhole. Thetc are 
costs that are not directly identified vith a single firm1 cost objective, 
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but are identified with tvo or more final cost objectives. 
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). 

Altbough the JCO his not changed the types of costs ve consider to  be 
overhead costs, i t  has required us to examine the contents of accounts t h t  
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 reclasslfying costs vhich 
have been previously allocated to all products and services, to pools vhich 
will only be allocated to either regulated 0' nonregulated products or 
services, t o  specific LOBS, or to specific groups of regulated or 
nonregulated products. 

Host of tbese 

I V .  OVERIIUD 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 identifleation vith the 
product that is explicitly measured in terms of the quantity of the input 
used. No intervening basis for allocation is necessary. The cost of an 
engineer working 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 working 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 
wuttributable on a product level. The overheads that are indirectly 
attributable to a product are thore for vbicb there Is a cost-causative 
linkage 4 t h  tvo or more of the products or rrrvjees. 
of overheads can be linked vith specific products, the exact amount of 111% 
costs associated vith each product is not Imovn. so a surrogate basis for 
allocation must be used t o  assign the costs C Q  the products or services that 
cause their incurrence. Of course, the surropte must fluctuate 4 t h  the 
overhead costs and ve must have the ability to directly measure it. 
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 

Although these types 

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 which no cost-eausrtive linkage can be found 4nd are therefore generally 
considered to benefit a11 operations of an entity. These types of overheads 
must be allocated to all products based on a systematic and rational 
methodology. An example of this type of overhead is the executive 
and his staff who is responsible for the general operations of the 
corporation. Conversely, executive direction - r 8 p h t e d  activities i s  an 
example of an indirectly attributable overhead when viewed from a general 
operation perspective. 

Overhead expenses & not hclude the costs of Staff support or unagement 
functions which can be readily identified with a specific final cost 
objective being supported or managed. regardless of where these functions 
are performed or accounted for within the organizational structure of the 
company. 
not identifiable with a specific final cost objective at8 properly 
includable as overhead expenses. The above dlseussion demonstrates that the 
accoun!. departmental or functional location of a cost does not determine 
vhether that cost is an overhead cost nor does It determine w h a t  type of 
overhead cost i t  is. The determinant factor is the cost-eausatlve nature Of 
the cost. 
origin 

- .  

Only staff management, super%isory or policy functions which are 

V. OVERREAD ALLOCATION METHODOLOGIES 

Basically, there are three methods available for allocating overhead costs. 
The methods are listed belov with a brief description of the methodology and 
the strengths and weaknesses associated with using u e h  methodology. 

1. Direct method - This method reallocates each service departmnt's 
tot81 cost (a service dep8rtment being one that i s  not dir8ctly 
re1at.d to the product king sold) directly to the producing. 
dep8rtments. 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 method w i l l  distort results, hovever, when a 

299 



300 

BcIlSouth Corpor; m 
Corporacc ACCOUntAng Hatccrs Division 
Accounting Policy k c t e r  - 
Overhcads 

APL 660-ai - - -  -- 
Pagc 9 of 17 
1 r s u a n c c 7 0 ~ ~ ~ ~  
Lffcccivc: 01101189 . 

ACCOVKTING FOR OVERREAD COSTS 

particular scrvicc department does not servicc all departments or 
vhen service departments do not service the producing d e p r t m t s  
snd the other servicc dcpartments equally. 

2. Step-dovn or sequcntial allocation method - This method offers e 
compromise betveen recognizing and not recognizing vhat scrvicc 
dcpartments do for each other. This method is more complicated 
bccaure a sequcncc for thc reallocations must be chosen. 

Thc sequcncc that is typically recommended vhen using this method 
is t o  begin vith the service deprtment that renders service to 
the greatest nrnbcr of other service departments. The nrxt 
department in the sequence (vhich nov has a piece of the f i r s t  
department's cost in i t )  is then alloc8ted t o  the remaining 
dcpartments. 
departments have becn 8lhcsted to  the &st servicc departmcnr. 
Thc remaining servitc department is then allocaced to the 
producing departments. 
allocatedr t h ~ c  department is removed from the allocation 
sequencc. 

Although this is a more rcfined method of allocation than the 
direct apprO8Ch. i t  has one u j o r  weakness. Th8t is, each 
dcpartmcnt is eliminated from further usignnnnt of costs aftcr 
its costs h8ve been 8110Cated although t h ~ t  dcprtment might 
reeeivc benefit from other departments. (Southern and South 
Ccntr.l h8vc traditionally used a modified version of this 
approach.) 

This sequence is continued until a11 service 

Once a department's costs have been 

3. Reciprocal or Watrix method - ?his method fully recognizes the 
support that service dep~rtments perform for each other. A 
determination mst be u d e  vith respect to vhat percentage each 
service department is used by the other service departwnts md 
the produein8 dep8rtments. Additionally, we must determine vlut 
percentage of service is received from the other service 
departments. 
and requires thc usc of simultaneous equations or u t r i x  or linear 
algebra. 

This is the most complicated ~Ilocatinn methodology 

If reciprocal services betveen service departments are 
significant. the r8ciproc81 methodology should be considered. If 
reciproul services betveen service departments are siniul. the 
step method and the reciproul method vi11 yield similar results. 
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If services between service departments i s  miniul 4 each department is 
benefited approximately the same by-all other departments. all of the 
methods discussed vi11 yield similar results. 

(See section V I X ,  accounting requirements, for the allocation methodology 
recommended for BellSouth.) 

VI. CONCEPTUAL GUIDELINES FOR OVERflUD RATE DEVELOPHEKT 

In determining the amount of overhead that should be allocated to the final 
cost objective. use is u d e  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 tot81 overhead costs that will be 
allocated and the denominator represents the tot81 amount (labor dollars. 
labor hours, number of employees etc.) of the allocation base that will be 
used. This rate forms a relationship between what is being billed out as 
direct cost and the overherds that we m n t  to dlocate. Consequently, with 
each direct dollar billed, a certain amount of overhead Is attached t o  it. 
Belov is a more detailed discussion of each step of the allocation pincess. 

The process of cost allocation can be broken down into three basic steps: 

1. 

2. 

Choosing the cost objective (cost pool, product. LOE, etc. ) .  

Choosing and accumulating the costs that relate to the cost 
objec tive. 

Choosing an alloution base vhich will link 1 with 2. 3. 

Once ve have chosen the cost objectlve and accum~lated the costs that relate 
t o  that cost objective, all costs billed as direct costs as vel1 as any 
other costs that we have determined vi11 reuin in the compmy wst be 
removed to  arrive at  total overbud costs to k allocated to the chosen cost 
objective. 

A. Overhead Cast Pools 

After all costs to be allocated have been accumulated, the costs must be 
grouped into homogeneous cost pools (for regulated cmp8niu these pools 
can, but need not be, the s a w  as the BSC CAH cost pools). Costs can k 
pooled in a number of different vrys. They u n  be pooled by dep.rtments, bY 
natural categories (1.e.. people related, materials-related, property- 
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related. e t e . )  or they can be pooled by behavior patterns ( i . e . ,  variable or . 
fixed). 
the individual costs vhieh comprise the pool. 
costs in their most rlemencal form, and individually deciding hov they 
should be allocated. they are aggrrgated and one base is selretrd for 
allocating thr group. 

A cost pool is considrred homogeneous if rach significant activity vhose 
costs are included has the same or a similar causal relationship to thr cost 
objectivrs as thr other activitirs vhose costs are includrd in the cost pool 
(i.e., employer contributions to social security, insurance, savings md 
health plans. rtc. can br grouprd togethrr because thry all hrvr thr sa- 
causal relationship t o  thr final cost objective - the product or servicr.' 
liaintrnance rxpense. hovrver. vould not be homogeneous to this group). A 
cost pool is also considrrrd homogrnrous if thr allocation of the cost pool 
is not materially different from the el1ocation that vould result i f  the 
cost of the activitirs were allocated separatrly (e.g., if labor hours M d  
uchine hours are usrd in proportionatr d u n t s  t o  producr a produet, cost 
pools for costs that arr uchine orirnted can br combined vith cost pools 
that arr labor oriented sincr allocating thrsr costs srparatrly will yield 
the same results u allocating them together). 

Ve should note that Just as the costing principlrs that arr used to  
apportion costs t o  thr appropriatr cost objectivr might change if thr cost 
objective changes. so can the contrnt of the cost pools and the contrnt of 
thr allocation bases. For example, in Southern and South Crntra'l thr 
accounts in Corporatr Operations txprnses are comprised of numerous cost 
pools vith allocation bases that verr chosen because thesr bases v w e  
determined to  be the brst indicator of hov much of A particular joint cost 
vas regulated and hov much vas unregulated. Rornver. u n y  of thrse cost 
pools are unattributablr on a product irvrl and thrreforr CUI a11 be grouped 
together and allocated to a11 products using thr samr allocation bases. For 
rxamplr, rxrcutivr direction - corporatr operatioas, executivr dirretion - 
regulated activitirs, .nd aceountiag servicrs - #enera1 arr locatrd in 
tvo diffrrrnt accounts, and arr a11 allouted to regulated and nonrrgulatrd 
activities using diffrrrnt allocation bases as vel1 as different casting 
principlrsi.hovevrr, t h e m  arr a11 uruttributable costs on thr product or 
servier levrl and could all be aggregated into onr cost pool and allocated 
t o  the product or srrvice using thr same allocation base. 

Thr above rxamplr demonstrates that the cost pools and alloution basrs that 
arr used to apportion our costs brtwrn rrgulated and nonrrgulated 
activities are not necessarily appropriatr for allocating thosr costs to 8 

Subsequent a1locatiOnS arr then u d e  of the cost pools rather than 
Instead of taking drtai1.d 
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product or a service. 
Separation System. we must look at regulated and nonregulated costs on a 
company wide basis and choose cost pools on a cost-causitive basis for 
allocating the overhead costs based on the products and services whose costs 
we are attempting t o  accumulate. 

Once costs for SB and SCB have gone through the Cost 

E. Allocation Bases 

Once the overhead costs have been grouped into homogeneous cost pools, the 
final step is t o  allocate these cost pools to the product or service. this 
necessicates clloosing an allocation base. The allocatlon base is important 
because i t  Is the key means for linking total overhead costs or cost pools 
vith cost objectives. 

The required criterion for choosing an aIlocation bare is a cause-and-effect 
relationship. In other words, the existence of the cost objective should be 
the dominant factor in uusing the incurrence of the costs in question. 
There are tw decisions that must be u d e  with rerpct to choosing an 
allocation base. The first one is the type and number of bases to use md 
the second one is the activity level of those baser. 

Vith respect to the types of allocatSon bases. some of the more common 
allocation bases that are used are labor hours, labor dollars, machine 
hours, direct material usage. weight or site. It is a common business 
practice to use total expenses of the organization BS a base for allocating 
administrative types of expenses. In determining which type of base to use, 
i t  is important t o  remember that the cost pool and ?he allocation base must 
be related to each other, and both must be identified with the product or 
service being costed. If we are accumulating costs for a repair service and 
we want to 811ocate fringe benefit costs, m~terials used would not be an 
appropriate allocation base since N t e r f d S  have no relationship to  fringe 
costs, nor are materials necessarily identified with providing repair 
services. 
being costed is the use of an allocation bare consisting only of direct 
dollars relating to services that are performed exc1usjvely for affiliates 
in an attempt to allocate overheads to a11 of the products and services 
provided. 

Addftfonally, it is imporrant t o  choose J base that will fluctuate with the 
overhead costs that are being allocated. 
of employees or payroll dollars depends on whether the amount that we are 
allocating will more likely fluctuate because i t  is people-oriented (i.8. 
human resource costs) or beC8USe it  is payroll oriented (i.8.. fringe 
benefit costs). 

Another eumple of a base that is not identified vith the product 

For example, whether to use number 
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The more pools and allocation bases used, the more accurately the product 
vill be costed. 
costed. 

The fever used, the less accurately the product vill be 

factors associated vith the individual products or services, 

The number of bases should be chosen after considering: 

1.  

2. necessary costs and effort in application, and 

3. material differences in final results. (Note: Caution must be 
exercised vith respect to amounts impacting regulated operations 
since C M P  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 vi11 
allocate overhead costs t o  the product for billing purposes. 
aceountans coronly recognize tvo levels of capacity utilization - the 
norul activity versus the annual activity. 

Cost 

The norul activity approach to overheads recognizes the fact that some 
overheads are incurred i n  the current year to  produce items that vi11 
benefit the entity for many years (..I., self constructed assets). The 
norul 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 t o  these assets should 
be billed over five years rather than in the current year). This approach 
has the effect of averaging overheeds over a period of time and applying 
this average to the product or service in each given year. With this 
approach, in SOH years ve vi11 bill more overhead costs than ve incur and 
in tome years ve vill bill less overhead costs than ve incur. hOV8Vet~ over 
time the overheads bllled vi11 equal the total amount incurred. 

The annual actjvity approach to overhead allocation taker the pozicion that 
each year's overhead costs should stand on its ovn, therefore, each year's 
overheads should be allocated and billed i n  the year incurred. 
attitude arises from the videspread conviction that the year i s  the key time 
period and adherence t o  the idea that overhead costs for a given year 
generally must cling or attach t o  the services provided or products produced 

This 
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during that year regardless of the relationship of that year's activity to 
average long term activity. with this approach the amount of overhad costs _ _  . - 
billrd will fluctuate from year t o  year if ovrrhead costs fluctuate from 
yrar to yrar. 

Thr drcision concrrning the appropriate activity hvrl to use depends on the 
nature of the business and is a case by casr drcision. kcause of the 
measurrmrnt problrms that are inherent in the n o m 1  activity apptoach, the 
annual activity approach is generally used by most unregulated companirs. 

Vhen developing ovrrhead rates, there is a fundamrntal concrptual difference 
betwrrn an operating company and a holding company that must br considrred. 
The overhead costs in an operating company are a11 causrd by the products or 
services sold by that entity. This is not trur for a holding company. 
Crrtain costs arr incurrrd for thr muugrment of the Corporation or Rrgion 
as a vhole (i.e.. the parent company and all of its subsidiarirs). vhilr 
other costs are incurred for the managrent of only the parrnt company. 
thr extent that the cost-causative basis for ovrrheads are diffrrrnt, thr 
allocation bases for allocating thrse overhrads must be diffrrrnt. 

To 

Ovrrhead costs that are in support of thr corporation as a whole contain 8 
significant amount of managrment costs. 
Standard (CAS) 418.50, whrnever a cost pool contains a significant amount of 
managrment costs. the allocation base should be one that is representativr 
of the activity being managed. 
direct costs k i n g  billrd. 

Howrver, beca lm the officrrs and certain drpartments (such as treasury, 
planning, financial management etc.)  of a holding company prrform functions 
that do more than just support the raployres of the parent company's 
corporate office, linking these costs to thrir direct costs vould not 
provide a strong cost-uusativr linluge. 
bring managed are thrir rubsidiarirs, thrrrfore it  is proprr to usr an 
allocation base reprrsrntative o f  the artivftics of the suh4lfarj-r rather 
than the activities of thr parrnt company. When vr Identify overhead costs 
that arr only in support of the vork efforts of thr parrnt company (i.r.. ' 

corporate srrvices. accounting srrvices ctc.) rather than the region, thr 
allocation base should be one that tirs thrsr overhrad costs to the 
activitirs of the parrnt company. 

According to Cost Accounting 

Normally, we would t ie  overheads t o  the 

For BSC and BSt, the activities 
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VII. ACCOVKTING XEOWIREHEKtS 

Vhen developing the overhead rates for BellSouth &parties, certain rules 
must be adhered to so that consistency Can be achieved betwen the overhead 
costs ve are allocating and the allocation bases w e d  to allocate these 
costs. Belov are a list of things that must be considered: 
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1. The same cost accounting period Dust be wed for aCCU.ulating the 
overhead costs as for establishing its allocation base. 
general, th is  cost accounting period should be the compmny's 
fiscal year. 
provided: 

In 

A period other than the fisul y u r  CUI be used 

A. Significant administrative convenience is achieved. 

B. The period used i s  representative of the activity of the 
cost accounting period for vhich the overhead costs to be 
allocated are accumulated. 

C. The practice can reasocubly be estiuted to provide a 
distribution to the cost objectives of the cost accounting 
period not uterially different from tbt vhich othervise 
vould be obtained. 

Rovever, if a period other t b n  the fiscal period is selected, i t  
should be discussed vith and concurred in by BSC Comptrollers 
prior to being used. 

2. Vhen developing overhead rates it should be noted that i f  a cost 
that i s  typically an overhead cost has been direct billed, i t  
should be excluded from the numerator. Mdftiomllyt this uount 
must be added to the denmirutor. i f  applicable. Our treatment 
for billing purposes defermines vhether a pmrticular cost goes in 
the nuaerator (costs to be alloutd) or the denominator 
(Alloution base). not the mccwnt that contains tb. aDount. 

3. Overhead cost pools should..bc aggregated to the extent possible 
provfdfng the aggregation rZ%lts in no rterial distortions in 
costfng the product or service. 
different Cost pools are different but interchanging the bases 
Vi11 yield the same or similar reSUltS. tb. Cost pools 8hould be 
combined and allocated using the Same b e .  

If the logiul bases for tvo 
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I .  The activity level recommended for BellSouth Companies is  the 
norui ipproach. 
into our overhead rate development or rate application system a 
means for recovering the overheads that ve have said are in 
support of assets as w recover the costs of these assets in 
future years. In a stable industry, both the norul and the 
annual approach vill yield similar results. If i t  u n  be 
demonstrated that interchanging the procedures vill not distort 
the results, the approach (annual or norul) that is easiest t o  
apply m y  be chosen. 
be discussed vith BSC Comptrollers prior to being used. 

Whenever direct costs are used in establishint allocation bases 
for a period, the folloving rules must be adhered to: 

Consistency in making adjustmts to both direct and 
overhead costs for purposes of determining the total cost 
is important. 

B. The appropriate cost accounting for dcferrals, accruals. 
end other adjustments must be used in identifying the cost 
accounting periods among vhich any type of adjustments to  
expense are distributd ( i . e . .  if an expense, such as 
taxes, is identified vith a fixed, recurring prriod vhich 
is different from the cost accounting period, such expenses 
should be distributed to  the cost accounting periods vhich 
is appropriate for i t ) .  

Since ve are using this approach, ve must build 

If the annual approach is chosen it should 

5. 

A. 

6 .  Since the majority of the overhead costs that ve are allocating 
are general in nature, the direct allocation rthod is the 
recommended methodology. An exception to this requirewnt exists 
if indirectly attributable overhead costs that are significant in 
mount has been incurred. Since allouting this overhead to  ell 
products or services vill distort the cost of services that did 
not cause its incurrence. tbese overhead or indirect costs should 
be allouted t o  the appropriate products first. 

Next, the un8ttributable overheads (typically your general and 
adlliniStt8tiVe type of expenses) should be loaded on the IAT 
overheads as vel1 as on the direct costs. 
overheads that are nominal in amount can be allocated along vith 
mttributable overheads provided no serious distortions in 

Indirectly attributable 
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costing vi11 occur. 
that one of the other methodologies in Section V is deewd to k 
more appropriate than the direct method, that methodology.wst be 
used vith the concurrence of 8%-Comptrollers. 

In developing overhead rates the follwlng requirewnts must bc 
adhered to1 

If a t  any time the billing company determines 

7. 

A. The allocation base chosen depends on vhether ve are 
allocating indirectly attributable or unattributable 
overhead costs. 

1. I f  ve are allocating indirectly attributable (i.e. 
overhead costs that are caused 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 thoae costs. 

2. If ve are aI1ocatiry unrttributabh overhead costs, the 
allocation base must cqnsist of all direct costs as 
vel1 as the indirectly attributable overheads that ve 
have allocated in 1 above. 

B. Overhead costs based on estimates M Y  be used in developing 
overhead rates. hovever. the estimates must be developed to 
represent a full cost accounting period. 

The overhead rates developed should be revieved, at a minimum, 
annually. Additiondly, i f  any change should occur in the interim 
that vould cause a significant change in the overhead rate in use, 
a more representative rate rbould be developed and implemented at 
tbe tiw the chnge occurs. 

For the BellSouth c~panies listed in Section 11. APL 300-01 must 
be adhered to vith respect to accounting for overhead costs billed 
in a11 billing situations. 

incurred to satisfy regulatory requirements, these costs should be 
identified and apportioned only to ratepayers and not included in 
the overhead rate calculation for incidental and/or miscellaneous 
services. 

Exceptions t o  any of these requirements should be supported by 
vritten vriver from BSC Comptrollers. 

9 .  

10. 

11. To the extent that certain administrative overhead costs are 

12. 

..CAC. 
wmt r m r  urn. er . ise~mrnurm .u ts i * *  t i *  

m m l t s m u t l  Cmrpmrrnt rma m ~ m m p t  uma.r v r i C t m *  * q r * * m * U * .  
RlKW 0@+81@ 
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cost Pool 

Apportjon costs 
from Account to 

Apportion costs 
from Cost Pool t o  
ReE/Nonrcg Activity 

Apportion costs 
from Reg/Nonreg 
Activity to  LOB 

.,pportion costs 

produc;/service 
from LOB t o  

Apportion costs 
from product or 
service to specific 

-customer bill 

ACCOUNTING FOR OVLRBUD COSTS 

N/A X X 
1 

DAS X X X X 
DAT X X X 

DAS X X X X 
DAT X X X 
IAT X X 
UhT X 

DAS X X X X 
DAT X X X 
1 AT X X 
UAT X 

X 

COST APPORTIONIIENT PROCEDURES AND ?RINCI?LES 

DAS - Directly assiptable 
DAT - Directly 8ttributable 
IAT - Indirectly 8ttributable 
UAT - Un8ttribut8ble 
NIA - Not Applicable 

Principles must be 8pplied within the prescribed hicr8rchy. 
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.. . 
DEFINITIONS 

Affiliates - Business entities regrrdless of legal form thrt dlrectly or 
Indirectly, through one or more intermediaries, control or are controlled 
or are under common control vith the accounting company. 

by. 

Allocation - As used in the teleco~unications 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. 
(CASE): "To assign an item of cost. or A group of items of cost. to one or 
more cost objectives in accordance vi th the principles of cost-crusation. 
This tern includes both direct assignment of costs and reassignment of a 
share from an indirect pool." 

Allocation Base - A systeutic means of relating a given cost or cost pool 
vith a cost objective. 
links the objectives vith the costs that are to be allocated. 

Ancillary Charges - Those costs that are billed vhieh represent a return for 
the benefit that the billed party realizes from the use of the billing 
party's investments (i.e., ROI, float, ecc.), or vhieh represents additional 
expenses incurred by the billing party that can directly be attributed to 
work performed for the billed party (i.e., gross receipts t8X allovance, 
sales tax and income tax gross-up, etc.). 

A 4 methodo ogles employed to distribute the total cost of an entity's resources 
betveen regulated and nonregulated activi ties, products and services. 

Assign - As used in the JCO, this term applies when a p8rticular it-. 
account, category, cost pool, etc., belongs to only one jurisdiction or 
service. 

Business S e e  - Any djvisinn of an nrEmlzrtinn for vhich separate 
determinations of costs or revenues or both are desired. 

As defined by the Cost Accounting Standards Board 

Given a cost objective, a wthod or function that 

ortionment - As used in the JCO. this tern describes generically a11 

Cost Accounting Standards - The basic principles and policies of cost 
estiutini. cost recornition, cost keeping. cost uses, and cost reporting. 
These staidards vere ktablished by the Cost Accounting Standards Board 
(USI)). 
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Cost Ob ective - A function, organizational iubdivision, or other work unit & or vhich cost data are desired and for which provision is made to accumulate 
and measure the cost of processes, productst jobs, capitalized projects, etc. 

Cost Pool - Accumulation of costs into functional groupings based on the 
relationshfp of those costs to cost objectives (iqe., products or services, 
organizational unitst UB. me.). Cost pools are cost accounting tools vhieh 
simplify the cost allocation process by enabling one cost allocation step to- 
replace what vould otherwise be numerous cost allocation steps if such 
allocations were performed individually for each amount. 

Costing Principles - The JCO rules that must be adhered to in assigning, 
attributing or aliocating costs t o  regulated and nonregulated activities. 

Cross-Subridizatlon - Financial or operating assistance provided to one 
entity (service) by mother at  less t h m  full cost. In terms of the JCO. 
havfng telephone customers pay mere than their fair share for the services to 
which they subscribe. 
allocation of common costs or from improper transfer pricing of services and 
assets provided by one affiliate to another. 

Direct Assimment - Describes the costing methodology used to distribute the 
cost of resources that are used exelusively (dedlcated) for a regulated or a 
nonregulated activity. 

Direct Attribution - Wrcriber the costins methodology used to distribute the 
cost of resources for which a direct measure of cost-causation exists. 

Cross-subsidfration u n  rerult either f?M improper 

Direct Costs - As defined by the CASB, any cost which i s  identified 
specifically vlth a particular final cost objective. In t e r n  of the JCO 
costing principlm for overhead purposes, direct costs are thore costs that 
are directly usi#nable or directly attributable on a product or service 
level. 

Final Cost Objective - A cost objective which has allocatrd to it  both direct 
md overhead costs, md is the final accumulation point. 

Homogeneous Cost ?ool - Cost pools that are grouped together that have the 
same or similar causal relationship to cost objectives. 
applies to cost pools thatt i f  allouted rep.rately wuld yield similar 
results as if allocated together. 

Tbc tern also 
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Indirrct Attribution - Describes the methodology aployed to apportion the 
costs of resources that cannot br dirrctly assigned or directly attributed 
betveen products, srrvices. or other cost objectives. Costs of resources 
that iust br allocated based on an indirrcc wasure of cost-causation b . u ~ s e  
a direct measure does not exist. 

Indirect Cost - Sam as overhead 

Line-of-Business - A product or srrvicr or croup of products and servicrs 
Identified. unaged and monitored separately as a profit, contribution. or 
cost center. 
to increase resources as needed to mret urkrt deund. 

As usrd in the JCO. any activity for vhich the company fntends 

Overhead - Any cost of doing business other than a direct cost of an output 
o f c t  or srrvice. In term of the JCO costing s t d r r d s .  those costs 
that are indirectly attributable or unattributable on product or service 
level. In terns of typrs of costs that arr generally overhead costs, the 
management, financial and other expenses of an organization vhich are 
incurred for the general mnagrment and administration of a business as a 
vhole. a segment of a businrss or a line of business. 
are identified vith tvo or morr firul cost objectives. 

Overhead Rat. - A prrcentage vhich exprrsser a ratio of overhrad expmses to 
a corresponding bas.. Thr numerator represents the total overhead costs that 
vi11 be allouted and thr denominator represmts the allocation base vhich 
vi11 be wed to distribute these costs to thr final cost objectives. 

These arr costs that 

Producing DeDartwnts - Those departwnts that are directly involved in thr 
-ce that is sold. 

Service brmrtwnts - Those dewrtwnts that uist solely to aid the 
production departments by rendering specidizrd assistance vith crrtain 
phasrs of the vork. 

Unattributabh - Describes the methodology employrd to allocatr costs of 
shared resources that cannot br distributed ktveen products, services. or 
otber cost objectives on COSt-CaUSat~OMl basis. 
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BELL SOUTH 

-- ym: (Attached). 

m. 
T~ V i c e  President and Comptroller-South Central Bell end Southern Be11 

Asalstant V i c e  President and Comptroller-BellSouth Enterprises 
Comptroller-BellSouth Services 

WNQ: BSC, BSS, SB, SCB, BSE 

r- V ice  President & Comptroller - BellSouth Corporation 
Transmits nev issue of the BellSouth Accomrtinl  Policy Letter (-1 
300-01 prO+ldin# for the eecounting for miscellaneous billiw vhich 
supersedes urd cancels Accounting Ruliw dated December 1, 1913, 
Accounting Letter A-6 and Accounting Letter A-15. 
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Attached is Accountin; Policy Letter 300-01 vhieh covers the 

nonaffiliates for work performed inCid8nt or  peripheral t o  the 
company's regulated telecomunication activities as prescribed per 
Part 32 O n i f o ~  S y S t m  Of A c c O M t S  (USOA). 
Allocation, effects are ;merally covered in Section Iff of this 
document, but vi11 be eddressed more fully la e future Ut. This 
APL is s new issue vhich superseder and caneels Accountin# hling 
dated Decsmber 1, 1983, 'Accounting for Bill8 Readrrrd by Regulated 
BellSouth Subsidiaries t o  Affiliatea or Other tatities StandirU in a 
Pole Other Thsa That of a Customer', Accounting Letrer A-6, 
'Accotartin(l for Costs of Perfoming Work for Othera", .nd AccountlU& 
Letter A-U,  "Accountin8 for Billing Rendered to Other then 
Curcomers for Property - Related Coats' in their mtir8ty. 

Aay qwestlona resarding this subject ahould be addressed t o  Theresa 
Peeae at (404) 249-3036 or ten ?lory (404) 249-3026. 

aCCOtfYit in#  DOllCy for miSc8ll~eouS billin# tO affiliates sad 

Part 64, Joint Cost 

Attachment 
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1. EILWQsJ 
The purpose of this AccountirU PolieY Letter (APL) is to establish recounting 
policy for bills rendered by relulated BCllSOUth subsidiaries. Southern Be11 
(SB) and South Central Bell (SCB), for the bill- of miscsllanso\u revenues 
end COlt8 to affilirtes and nonaffiliates derived from activities performed 
incident or peripheral to (aside from) the companies' tariffed 
telecomunicacions operations. This aiscellmeous revenue w i l l  be Claa8ifisd 
osfu the following billirU cste;ories: (s) Custom Work. (b) Peimbursemeacs, 

Such amounts are custolurily billed whenever A party realizes a benefit from 
the propsrcy or resources of the billing compeay. 
is t o  provide compensation to the billirq party for its costs which are 
traceable to the benefit realized by the bil led party. 

(e) Rent and (d)  Other. 

Xhe purpose of 8uch billin( 

As defined in ?art 32 USOA (Uniforo System of Accomts). ?he revenue aceouatt 
are intended to include the actual cash inflova (or equivalents) that have or 
vi11 occur as a result of the Compsny'r o n s o h  -Jot or e.rrtr.1 operations 
duriw the period." This revenue is derived from loods sold or retrices 
rendered to both affiliates mb nonaffiliates. This definition is cornistent 
with the Financial AccountirU Standards Board's Stetement of Concepts lo. 6 
definition of revenue.. Although most miscellaneous billlru results in the 
recognftion of revenue. there are certain a c r i r i t i u  whose cash inflows (or 
equivalents), because of their characteristics. are not clssslfied as revenue. 
-der Pert 32 USOA. 
of this policy letter. 

'Zhe Accomtlxu for these billi-s vi11 be a M j O t  focus 

11. 

This Accoamting Policy Lettsr 
incurred that arc connected with the provision of tariffed telecomNnications 
aerrices or the accomtlly for costs incurred ia conaeccioa with the pursuit 

address the a c c o t m t i ~  for costs 

_. 
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of any other liner of business, regulated or not. in which a 
telecommunications company may u u e i e ;  nor does l e  address the classlflcaciom 

mrther, it eddrerr bllllrU within a telephone computy, 
(intracompany, e.&., bllllng within Southern Bell between Ceoriia and Ilorlda 
or billing within South Central Bell beeween Alabama .nd South Central Bell 
Headquarters). 

Of SUCh L Q O W i t 8 .  

This Accouaciry Policy Letter PPLJ establish accounting policy for bills 
rendered by reguhted BellSouth subsldlarler for the billlw of mlrcellaneour 
revenues and costs to afflllstes and nonefflllates derived from actirlties 
perfomed eside from the companler' tariffed~telecolllacmlcatlorrr operatiom. 
Section 111 eddrerrer the ;enera1 conceptual cost sccountlng guidelines. 
Section IV addresrer the various types Of bll1ln.g categories and the related 
aecouatlng requirements for each as outlined below: 

-Definition of Billlng Cate;ory - Accounting requirement8 when incurred 
Dlreet costs 
Indirect cost8 
Ancillary charier 

Direct cores 
Indirect costs 
Ancillary charges 

Direct cost8 
Indirect costs  
Ancillary charges 

- Accouatlng requirements by billing company vhen billed 

- Accounting requirements by billed company when billed 

Section V addresser certain consolldatlon and afflllrted tranraction 
concerns. 
u t r h  rep re senti^ the accounting requlrementr discussed above. 

Section V I  scmurltes the accounting policy. A t t a ~ h ~ ~ t  1 l r  a 

111. 

In accordance w l t h  USOA ?art 32.27, alscellaneow blllincs t o  nonregulated 
affiliates . ~ . t  be based on a prevelllng market price or tariff if one 
exists. 
mu8t be based on cost. Whenever any mlscell.rr.ous blllincs (includfiy 
billings t o  afflllrtes) are based on cost, the uomt billed m8t be 
determined by applylng the  eortlng StandArdS toatained Ln Section 64.901 Of 
the tCC'r mles. All of the cost8 attributable t o  work perfoaed incident or 
peripheral t o  the company's tariffed teleeosptmicstloaa operations should be 
determined and accrmulated through use of cost reporring .ad cost allocetfon 
processes of the telecoaamaicrtlonr company perfoalng the work involved. 
C o s u  billable in such cases are of three types: 

Ylowever. if no prevailing market prier or tariff ui8t8,  chi billings 
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A. : Pcrource costs  which e m  be spec i f ica l ly  188imed or  
a t t r ibu ted  t o  a business a c t i v i t y  on a cost-causative basts. 
consist of the fol lowiw e lments :  

n e y  

Direct labor costs  of the work performed, i n c l u d i u  l i n e  
supervision and edministrative c l e r i ca l  costs, staff  
support C O 8 t S  as well as a11 AISOCiIted mplOyee-related 
miscellaneous costs 

Costs ar roc ie t rd  w i t h  f a c i l i t i e s  used di rec t ly  in 
performin8 the work (such as too ls ,  materials end suppliers 
vehicles  and other vork e q u i p c a t ) ,  t o  the extent that  such 
costs a re  an ince i r a l  pa r t  of the cos ts  of the buriness 
function usin& the f a c i l i t i e s .  It also Includes the 
property re la ted  costs associated w i t h  any of the comp.ny's 
property used d i r ec t ly  by the b i l l e d  company 

3. Costs, i f  my,  b i l l e d  by outside contractors 

1. 

2. 

A l l  of  the above cost elements represent b i l l a b l e  d i r ec t  costs, 
whether (1) they CUI be reported d i r e c t l y  t o  e par t icu lar  work 
performed f o r  another par ty  a t  the time the work is performed o r  the  
cost 1s incurred, o r  (2) the b i l l a b l e  portionr of there cost  elements 
a r e  determined throuih an s l loea t ion  process. 

Whenever a telecomnunicaclons company performs vork for  another 
party,  the d i r ec t  costs involved should be reported as incurred t o  
the company's a c ~ o u n t s  appropriate f o r  the nature of the work 
performed. Subsequent movement of these costs t o  other accounts - 
and the  t imin i  of t ha t  movement - is dependent upon (1) the nature 
of t h e  work performed, (2) the natsre of the party for  whom the work 
is perforaed, and (3) vhether the work perfomed benefits only rbe 
other  par ty  or  benef i t s  both the other  per ty  and the 
telecolPmiicatiolu company. Zhese factor8 a re  ref lected in Section 
171. 

me term "b i l lab le  d i r ec t  costs" also eppl ies  t o  the b i l l r b l c  portion 
of A company's cos ts  aseoeieced vith m y  of i t s  property which is 
used by the b i l l e d  per ty  i tself ,  o r  which is w e d  d i rec t ly  by 
employees of the b i l l i w  company in connection with work perfomed 
for  t h e  b i l l ed  party. 
company's cos ts  associeted w i t h  such property t h a t  are b i l led  t o  the 
b i l l e d  par ty  represent the reason why a b i l l  is bel- issued a t  all. 

In either of t h u e  Csses, the b l l l l w  



ACCOUICTING FOR HISCfuAAEOUS BILLING TO AnILIATZS ARD RONUTILIATZS 
rOI WORK PEPrOIWED IRCIDER OI PL1LIPIIEU.L TO THE COH?m'S REGULATED 

TELECOIMJNXCATIONS ACTIVITIES 
~~ 

~ 

B. w e e r  CorU: 
the function beim billed, indirect costa are identifiable AI -- 

contributia t o  the coat of produciry a aervice or a product (e.8. 
depreciation on the shared facilities of a CMttAl office). 
Ciaaaificrtion of these ~ o a t a  ahould generally follow the basic 
principle that billed overhead Coat1 should be ClaIlified in the a m e  
;enera1 manner a1 rppliea t o  the tSlAted direct coata. 

Indirect coats are further cate;orized AI either property-related 
overhead coats or non-property related overhead coat.. 

Although not specifically attributed to or C A U I t d  by 

proaercv - r e w e d  0 o u d  c s s u  are thoae coats U # O C l A t ~ d  vith 
property omed or leesed by a company which are viewed AI indirectly 
aupportiry the work performed by employees of the compuy. Vhenever 
the non-ouniry pert7 realizer a benefit from property provided by the 
telecommuaicat~onr comp~8Y. the rron-ovnin8 party ahould bmar the 
appropriate ahre of the coat8 incurred by the telec~unicatlona 
coopmy as t o  tht property. 

The omer computy'a ratepayera ahould not be burdened vith that  
portion of the compsny'a Coat. for the involved property which 
relate. t o  the benefit realized from the property by the other 
compeny. hateAd, the other company ahould bear th.t burden. 

tour diatinct coet elemcnta are ordinarily aaaocieted with property 
owned by e telecommunieationr eompuiy: 

(1) Plant Specific Operatimu Expenae 
( 2 )  Certain Plant Ronspecifie Operatioru Expense (e.&., Depreciation) 
(3 )  Property t u e a  paid baaed M the property 
( 4 )  Eeturn on the compmy'a inveauenc in the property1 

1 A n  indirect coat which mppliea t o  property-related eomea 11 retun% on 
investment. 
earn a proper return on i t a  inveaucnt in much property. Therefore, 

revenue. 

Alao  that EO1 muat be groaaed-up to acc~tmt for the income tu 
effect1 of the additional revenue. 

The ovain8 telecorrmunicatimu compuw 11 entitled t o  

when billed. the bill188 Company should treat 101 A I  A credit tO 
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ACCOURTIIG  OR ~IS~LLUCOUS aqrxnt TO ~ I L I A T T S  m R O I A T T I L J A m  
roP WOPK PERFOPPIED INCIDEKI OP PLPIPMILAL TO ML comm*s P E G U L A ~ D  

zLttCOrpIuIpICATIORS ACTIVITIES 

p - a re  those expenses traceable t o  
vark performed by rraployeer of COITJPJnY who a re  engaged in 
performixq i t s  basic operations. Such non-property related overheads 
include: _ .  

(1) Corporate Operatioru Expenses 
(2) Plant ROMpcCifiC Operations trpenses 

c. Aneflrrrv: 

Ancillary charges include (1) Float Charges, (2) Cross Peceipts TU 
Allowance, ( 3 )  Sales  T U  and (41 addi t ional  P ro f i t  Element. 
charges a r e  discussed below: 

(1) U p r t  
company's expenditures of funds a d  (2) restorat ion o f  those fcmds by the 
bi l led  par ty ,  a f l o a t  charge w i l l  generally be calculated by t h e  b i l l i w  
company and included in the t o t a l  momt it b i l l s .  I h e  f loa t  charge must 
be calculated t o  obtain,  from the b i l l e d  party,  a amount su f f i c i en t  t o  
eompcnsrte for  the cort-of-funds expense incurred by the bi l l -  c0mg.n~~ 
vlth regard t o  its f m d s  t ied up in the receivable doe from the b i l l ed  
party f o r  the period during which the receivable o u t s t a n d ~ .  

(2) - In some t- ju r i sd ic t ions ,  mounts 
b i l l ed  t o  the b i l l e d  par ty  u y  be subject  t o  gross receipts/gross eamiwa 
(GET) tu. 

Each of these 

- Whenever a t ime lapse im anticipated between (1) a 

In such cases, t he  per t inent  b l l l e b l e  basic  components musf be grossed up 
su f f i c i en t ly  p r io r  t o  b i l l  issuance t o  Cover in f u l l  VhAtWer basic  
components of b i l l i n g  were subject  t o  GPT. 

(3)  - For those j u r i s d i c t i o m  which sales tu applies,  ce r t a in  
basic components o f  b i l l i n g  rendered u y  a b j e c t  the b i l l e d  company t o  a 
sa l e s  CUI l i a b i l i t y  which the b i l l i n 8  ccwpany is responsible f o r  
c o l l e c t i w  on b8hAlf of the t-1- author i ty  involved. After c a l c u l s t i a  
the appropriate sales tu amount owed by the b i l l ed  party, the b i l l i n g  
company w i l l  include it in the t o t a l  b i l l  rendered. 

(4) 
precludes the inclusion of a p r o f i t  elencat in b i l l i n g  issued t o  obtaln 
compensation from p a r t i e s  in regard t o  costs of the b i l l i n 8  C O O P ~ Y -  

? r o f f m  - Ikis d o c m a t  nef thcr  reconsends nor 
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TELECOrpRnsICAIIONS ACTIVITIZS 

- & . 4  0. 

Although Generally Accepted Accounting Principles ( U P )  and Part 32 USOA 
aenerally require the recognition of cash inflows or their equivalents as 
revenues, the Federal CoSmuniCatiOM COnB?hCiOn (FCC) has provided en 
exception for certain reimbursable expenses. 
proper accounting, the intent of the transacting parties m a t  be 
considered. 
decermlnation. 

In order to determine the 

Certain fundamental qU8StiOM must be uuvered to make this 

Is it en "amis-leach" transaction in which a buyer and a seller 
are free to act .  each r e e k l a  his or her o m  best economic interest end 
agreeing on a price? Is the intent to "make a sale" And to "make a 
profit"? 

OR. 

fa the intent to be "made vhole", to be reimbursed, or t o  reduce costs 
(i.e., to make a profit or t o  make a sale but recover costs due to 
sustainin8 damages t o  property, legal obligations or bo- fide jo int  
operations resulting in cost oavings or operational efficiencies)? 

If the intent is to "Mke a sale" (an arms-lqth tramaction), then the 
billing company will credit the appropriate revenue or income account. 
Bovever, if the intent of the transaction is to be "made whole", the 
transaction should be consldered a "Reimbursement" end the bllling company 
vi11 credit the account originally charged. 

IV. -- 
This section rddresoes the  various types of'billi- categories and the related 
accountia requireamtr. 
Reimburaements,  bent^ and other incidental or peripheral aCtiTiti.1. For each 
of these categories the accounti- requirements for costs when incurred. for 
billing rendered, and for billlng received are discussed below. 

Milt% eateaories include Custom Work. 

A. V i o  defined as noneariffed plene construction. including 
cost of removal and associated engineerin8 and design costs  perfomed for 
others incident t o  the company'. regulated telecommunications operations. 
Thir cormtructioa is at che request of the billod party (the cuotomer) end 
ownership is retained by t b r  party, not the c0rp.n~ (e.8.. if the  company 
were t o  construct a booth around a privately owned. semi-public telephone and 
the ovnership is retained by the crutomer). 
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ACCOUIOIING 10) UISCELLANEOUS BILLIRG IO AtTILIAZTS M D  IONAltILIAIIs 
rOP W O E  PLBTOIIlED INCIDENT OR PLRIPHZUL IO W COUPARY'S uL1C(hAft~ 

ILLLCOrPNNICATIONS AtZIVIIIU 

(1) bv =he -==v V- 

Direct costs of constructiv property that are incurred under m agreement to 
construct p l m t  entirely for another compmy oust be moved Out of the 
eonstrueti= company ' 8  telecoamnicationr plant aCCOMtS t o  Vhich they vcre 
reported when the vork vas performed, ia the month When incurred. 
oust appear es en account receivable of the constructing telccoemuaications 
company 
portion of mother company's shAre of direct Colt8 arsociarcd vith Joint 
construction i .e. .  construction o f  property to be owned jointly. This will 
ensure tha t  while such eoets remain in the accOUI)ts of the e o a s t r u c t i ~  
company, they are recognized there in a manner 8UCb Cbat they will not 
generate any of the follovi- cost factors vhich relate t o  conrtruction 
expenditures: 

These costs 

of the close of that month. Zhis requirement also applies te thst 

- indirect Costs char&eable to emstruetion - interest chAr&eable to construction 
The conrtructiry company vi11 be compensated for its indirect costs 
attributable to the construction work perfoxmed for the other company by meas 
of the amounts 1% bills t o  the latter comp.ay la regard to those costs ( i . e . ,  
the billed indirect Cost8 Vi11 serve as a 8UbItiCUtc: for indirect costs 
chargeable to construction in connection vith its am property). Similarly, 
the float charge billed by the constnuctia8 company will provide appropriate 
compensation for ita cost-of-funds attributable to the direct Costs billable 
to the other company. Plmt construction for mother compeny should not 
appear at the close of m y  month as in-servlee plant of the constructiv 
company. 

(2) 

Generally, direct, indirect and ancillary costs associated vith custom work 
should be appropriately accocmted for by the billiv company to ACCocmt 7110 - 
Income Irw Custom Work. 

mi8 can be eccomplirhed by (1) crediting investment md upensc accounts 
originally charged and debitin8 Account 7110 for total costs and creditiu the 
aame accormt for total revenues or (2) by ctediriv accounts orlginallY 
charged ead Accormt 7110 with the net of those credited amounts and gross 
revenues. 

bY the b i l l i n l v  vhcn bfllcd: 
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Hoverer, to the  ucent.that an acco~t.has n o t  been originally charged for 
billed c o s t s ,  amounts such as POI L gross-up for Income t u e s ,  profii, flo;t--. - 
md the gross-up for gross receipts C u e s  should be credited to Account 7110. 
Furthermore, sales t u  mounts should be clsssified as a credit t o  the 
applicable accormfs payable account. 

In addition, because custom vork 1s defined a8 an incidental service in Part 
32 USOA. a l l  detail data (gross expenses and revenues) must be maintained for 
each undertaking. 
be required for reporting total incidental revenues earned to the r C C .  

(See Sections 111 B & C) 

The gross revenue mount  from Income from C u s t o m  Work, vi11 

Ihe billed company should account for direct, iadireet and ancillary charges 
to the appropriate expense or investment scCount. An exception would be the  
eccomting for sales  t u  vhich should be allocated equitably by the billed 
company among accounts applicable t o  the direct ~ 0 8 t s  b i l l e d  in the case a t  
hand. 

Direct costs billed to a telecommunications e o o p u y  in regard to vork 
involving construction of property for that compuy by an outside party should 
be accounted for in the billed company as a charge to other deferred charges 
rmtil t h e  billing deta i l  is known. A t  that time, such costs should be 
accounted for as eherges to the epproprlate t e l e c ~ i c a t i o r u  plane 
construction/removal sccounts. 

B. - Although CMP and Part 32 USOA senerally require 
the recognition o f  cash inflows or their equivalent ss revenues, the FCC has 
provided m exception for ceresin situations. Accouatlng for Peimbursements 
requires the c r e d i t l ~  of ugense ac~ounta origlrully charged for the 
following: 
agreements, and (2) repairi- plant due t o  damages by others and obligations 
to perform work which are binding on the company (statutory requirements) that 
must be done t o  support t h e  teleeocPmunicsrlons netvork, ( i . e .*  moviru a 
company pole for s party, st their request - we don't allov anyone else t o  
move our plant and we must do the vork t o  support the telec~unications 
network, billing for dunaged company plant, rerrraaSements, highvay 
relocations, a i d  to construction and 800 Service Joint Operscion). 

(1) j o i n t  operations or projects, including shared fscilitirs 

- 
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(1) 
venture to share in the rrrulting cost ravings and operational efficiencies of 
uaiag joint resources to %ake s Sale" to a fhTrjl party. 
be clearly met for an operstion t o  be subject to the accomting treatment 
required for reimburrementa. 
J o i n t  Operations S e n i c e  in vhich investments are ovned by one entity rad 
shared vith other entities to complete the deliTezy of rervice for a l l  

O o e r w  are defined as eompany'a participation in A joint 

This criteria must 

An urmple of thia vould be the 800 Oat. Base 

inT0lTCd. 

Shared facilities are a type of joint OperatiOIt. 
allovs for the use of investment raaourcea of One party by another in vhich 
there is no intent to do business together but there 11 a desire to share that 
resource for the mutual benefit of both. 
parties involved are independent of one another. In other vorda. a compuy 
haa A facility it develops for i t a  ovn Use vhich it provides to mother p a w  
independent of i t s  o m  operatine activities. Joint  operations also includes 

"DOC t o  DOC' end "BOC t o  BSS" billiu for administratl~e aervicea vhm the 
intent i s  LO be "made vhole" a d  not to "make a sale". 

Thio type of arr.n&emPrmt 

The opera ti^ activities of the 

b i l l h  for rhared services batwen affiUateS. A 8  example Of thi8 W o l d  be 

Plant operations (maintenance), Customer Op*raCiOlU, corporate operations and 
other miscellaneous operations e m  a l l  be performed aa e joint operation. 
Direct m d  indirect coats of vork performed for .noeke- tompany for joint 
operations that represent coats of vork not aarociat::: 
telecommunications operations should appear as ea account receivable of the 
telecommunications company performing the vork. as of the the close of the 
month in vhich they are incurred. Direct and indirect coats representing 
operatine upenrrs incurred under arrangemeata for joint participation or 
apportionment beeveen a BallSouth telecoarnunicstiona carrier end another 
telecormrmications carrier (vhether affiliated or not) or nonregulated 
affiliated company should be reported to the applicable expense accounts of 
the company performin8 the vork as they are incurred. and should remsin in 
thore accounts of that company until billin8 is actually rendered or tmtil 
reciprocal accruals are booked in the billed company. 

t:h regulated 

(b) aceormtinl bv the 

men t v ~  companiea engage in joint operations, direct m d  indirect costa for 
property-related (1.e.. mainteneace) and non-property related C O I C I  rhould be 
aceormeed for as a credit LO the  appropriate upease or lavutoent account to 
the extent they vere originally charged thereto. 

vhen birlcd: 
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KIR WORK PEUUIITDD INCIDENT OR PLRIPMRAL TO TIE COWANY'S R E W D  

~LECOFWNICATIONS ACTIVITIES 

Each portion of the POI L Cross-up for fncose T u c s ,  GXZ allov.nces, profit, 
and float charge be credited to an appropriate oprraclng or m l s c e l l a n e ~  
revenue or income ac~ount. You cannot credit an expense account fer this type 
billin& component because you have not incurred an upanse. This would hsve 
the effect of rsmwlng costs from that account which had never been charged t o  
it. 

hrthermore, Sales T u  a m o ~ t s  should be elrssiflrd as a credit t o  the 
applicable accosts payable account. (See Sections III., C.. P. 7) 

As discussed in Section IV., A., (3 ) .  P. 10, the billed company should account 
for direct, indirect and ancillary charge. in a manner correrpondlng to the  
treatment glren them in the billing company. 
costs vhich represent non-property related overheads should be trrsted as a 
ch.rse to expense, by the bllled company. 

Furthemore, billed maintenance 

(1 )  Due to Plmrres bv 0th- and includes vork 
vhich is performed by the company for repairlag teleeoprpunications plant due 
t o  damages by others and obll(st1oru t o  make -e8 in teleeolplamleations 
plant. Such vork generally involver removing, relocating, repalrlng, 
rearranging, rerouting, replacing and/or ochenlse making changes in plant of 
the tclecomunications company. 

(a) bLfeYDtfnfi bv the U eo mD8nY vhcn 

When s company incurs direct and indirect costs associaeed vleh i t s  property 
as a consequence of obligations or because of damage done to the property by a 
contractor or some other party, the appropriate expense or investment account 
should be charged. 
reimbursed in whole or part to t h e  company.) 

In the case of construction, the costs must be moved out of the constructing 
compay'a t e l r c o ~ l c a t i o n s  plant in the ronth incurred. 
appear as an a=cownt r8CeiTable of the constructing telecoaaunications colbpany 
t o  eaaure they don't generate any indirect costs, interest expenses. 
coats vi11 be compensated for once the company bills the costs. 

(The costs incurred for this type of vork i s  ordinarily 

These Costs are t o  

These 
(See Section 

IV., A * ,  (11, P a  8 )  

.- 
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0) bv t h e  -v rn when 

repairing plant due t o  damages by others and obligationr to make changes in 
telecomunications plant requires the crediting of expease or invescamt 
eccounts originally charged W i t h  the UCeptiOn of Return on Investment .nd 
Cross up for Income Taxes vhich are credited to revenue). h c i l h r y  c ~ l t s  
ahould be treated as described in SrCtiOn m., 8. .  (1). (b), P. 11. 

The mount ~ c t u ~ l l y  billed to recover all o r  portion of the  direct costa 
incurred for vork perfonned on a telephone company's o m  p l m t  08 account of 
an outside party should be accounted for as follovs: 

(1) Credit the maintenance accounts initielly charged in regard to 
the vork done, up to t h e  total amount ori6inslly charged. 

(2) Credit m y  remainder of the billed amocmt to t h e  depreciation 
reserve account, up t o  the total mowat originally charled thereto in 
excess of the cumulative depreciation upease  accruals made 
previously in respect to the property invo1~r.d. 

(3) - proportionately m o r a  the telecommtmicationr plant capital 
accounts involved, up t o  the total amount charged thereto in 
connection vich the vork performed. 

(4)  Credit any remaining portion of the billed mount to the 
appropriate other operatin# revenue eccomt. 

Accounting for Eeimburs&ents of direct and indirect costa vhen billed __ . 

Credit m y  remainder of the billed amocmt - as negative charges 

Pepair of damases to a telecommunication company's plant caused by others 
ordinarily involves costs of construction. 
reimbursement from the perty crusin# such d w g e  to telec~unicationr company 
plant should be credited LO the plant capital accounts as provided in item (3)  
above. 

Any amount reCefWd as 

(e) bceountfnr bV - 
The same accounting treatment outlined above for Joint Operations are 
applitsblc for this category. (See Section Iv., 8 . .  (1). (e), ?. 12) 

n o m a  
Not for  use or ditelosum outsido the 

k l l k u t h  Cornra t ion  o ~ e ~ w  d e r  rrltton agrecmt  
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C. .- is defined as revenues ( includiw t u e a  wh.n borae by +he 1tc11.) 
derived from the rental or.subrenea1 t o  others o f  telecommunications pl-t 
furniahed apart from telecor8nunicationr remice8 rendered by the ewpmy. It 
includes revenue from the rent of 8Uch item. A 1  space in conduit, pole line 
space for attachments, and any Usymss for return 011 property used in joint 
operations and shared facilities agreements. 

(1) Aeeountinr b" the - Y 

Direct and indirect rental Costs *en incurred should be cha+ted LO the 
appropriate expense A C C O M ~ .  
A lease agreement with a third party owner may apecify that the leasee C - A ~ J ~  
rather than the owner is t o  be responsible for maintenance of the leased 
property. If 10, the ASSOCiatrd Costa should be booked by t h e  lesaee 
te lecomadcat iON company AS maintensnee Costa when incurred. 

A telecomunicstions company t h ~ t  has property vhich it uaea a l w  w i t h  
another party, or which it uaea directly in performiw work perforsed for 
another party, need not A C ~ U A ~ ~ Y  own the property involved. Zhe compmy miat  
inatrsd lease the property from aome third party. If IO, t h e  lease pamats 
made t o  t h e  third party owner would be accounted for a i  m upeaae by the 
lesaee company. 
depreciation and property C u a a  on the property plus a retura on the  owner's 
investment in it .  In such eases, the telecomunicationr company still incurs, 
in effect, all four prOperty-rrllZ8d cost elementi liatrd on page 6 ,  section 
111. Howevcr. the last two elements l i s t e d ,  property t u e a  And POI, And 
deprLCiAtiOn upcnsr take the form of rent paid t o  the owner party. 

Thia u p e n s e  would compensate the lessor-owner for 

Direct. indirect, and ancillaxy c08ta aaaociated vith rental are credited to 
rmt revenue vhen billed by the billiac compmy. 
claasifiad a i  a credit to the applicable accormts pryable aceomit. 

Bowever, .ales tax should be 

yhen the leaae a;reemcat rpecifiea t h a t  the lraaee (billiw) company rather 
than the owner is t o  be responsible for mainteruace of the  leased property, 
the billed company's .hare ahould be accomted for by the billing company as 
income when billed, along vith the billed cmpp.ojr'm .hare of the rental paid 
by the billing company. 
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Property of a company uhieh. indirectly 8upporc8 its employee# who perform vork 
performed for another party may also be property mt 1s lessed rather than--- - 
ovned. 
should be clsssified as income by the bllling company when billed. 

The expense of mainreining and operating the rented property, including 
depreciation and insureace, shall be included la the appropriate operating 

- 

Here too  the billed party's shere of the lessee company's paymats 

CQenS8 aCCOU8tJ. 

Direct, indirect, and encillary costs, should be debited to the eppropriate 
rental expense account. 
by the billed company emow a c c o ~ t s  epplicsble t o  the direct costs billed. 

0. 
Operations, Customer Operations, Corporate Operations and other incidental 
reguleted revenue. These billings ere defined belw.  

Sales t w t e s ,  hovever, are t o  be equitably allocated 

- the aceotmting treatment noted below is eppllcable for ?lent 
O a e r w  - Revenue from eontrected serrices of pleat mainrenence and 

engineering performed for others (on their property) incident t o  the company's 
regulated teleco~unications oparetions. Zhis acco(mt doer not include 
revenue releted to the performance of operetion or mainten.nce activities 
=der e joint operating agreement. Revenue related to the operation or 
maintenance activities under a joint operating agreement should be treated as 
rent revenue end the expenses included in the appropriate expense account. 

customer operetionr services for others incidmr to the company's regulated 

vould include billing prOC8dUr8S or the aettiw up of new services for ocher 
companies with their customers. 
centrslised rate end route inforution for others end the rendering of 
tmattended dial exchange operating office merrlce. 

V - Bermsue from services rendered to other 
companies =der a license egreement, &enera1 aerrices concrrct, or other 
arra-ement providing for the furnishing of general a c c o u n t l ~ ,  financial. 
legal ,  patent, and other general mervices associated with the provision of 
re;ulated telecoP3Buaicacionr aerrices. 

€ w t o  mer O a c r w  Re V t p y t  

telecomunications operations which are not provided for elrevhere. Exrr,lcr 

- Revenue derived from the performance of 

Zhls further includes the provirion of 

.- 
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8 C C d  ? .evclly1 - This account includes the other 
m e v e n u e  not provided for in other Revenue accounts. -- - - 
Lrsmples are as follovs: 

(a) net collection overeges 
(b) unclaimed refunds for telecoannunications samices vhen not 

8ubjeCt to escheats (reversion Of lend to state  vhen there are 
no heirs) 

(e )  charges (penalties) imposed bY the eompeny for customer checks 
returned for non-papent 

(d) discounts allowed customers for proapt peyments 
(e )  late payment charger 
(f) revenue from private mobile CelecoPPnMicatlons services vhich do 

not have access LO the public witched network 

The a c c o u n t i ~  treatment for this billing is handled in the same msnner as 
Dent vich the uception of non-property related overheada. This is applicable 
for t h e  accounting vhen incurred sad billed by the billla company and the 
accounting by the billed company when billed. 

tor non-property related overheads, the billin8 company should debit the 
appropriate expense sccount vhen incurred end credit the appropriate revenue 
account vhen billed. 
sccount. (See Attachment 1 pages 1 - 3 . )  

The billed company should debit the appropriate expense 

V. CD1PSOLfDIffOR A N D  A- COffELBeZ 

m e n  a bill is ~ c t u ~ l l y  rendered by a telecoamnications company for 
miscellaneous vork performed for en affiliate, the billin8 should occur a t  a 
point such that the benefittin8 party vi11 hsve sufficient time after receipt 
of t h e  bill t o  record the billed Costs in detail in its applicable accounts 
for the same month in which the billed costs are recorded as credits in the  
applicable accounts of the telecoamnicatioru company. 

I n  each ease where both of the parties involved are telecormunicstions 
companies and/or are affiliated vith each other. the billing 
telecommunicscions company must provide sufficient billing detail LO permit 
the billed company to book the various billed UIOunt8 in a manner reflecting 
t h e  accountiry treatment &ivm them in the billil% eorpaUY, to the extent 
applicable. 
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VI. 

Zhir policy letter outliner the accountin& rcquirementr for miatelleaeous 
billi- to affiliates urd nonaffiliates for work perfolmed 1ncid.nt or 
peripheral to the company'r regulated t~l~COIaUUnlC~t~OXU aetivitier. 
further definer the billing crtegorier m d  describer the accolmtiw treatment 
by the billiw compury when incurred and Vhen billed, a8 We11 AI the 
aecouwiag treatment by the billed comp,p.np. 
eccordmce with ?art 32 USOA, CC Dockat (6-111 end CM?. AS noted in Section 
1 ,  most mircellmeour billla8 reSUltS in the recognition of revenue, hovever, 
there are certain a c t i v i t i e s  vhore ca8h inflovs (or equivalmca), because of 
their characcrrirties, are not Ch88ified as reTenUe in Accordence vith the 
.bore referenced documents. 

-- -_ 

It 

Ihlr ACCOUUtiUC treatmeat is in 
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I t a  tie. 6-016 
Attachment IX 

01a rlbu 

9. :  Vice ?resident and Comptroller-South Central Be11 and Southern Bell 
Assistant Vice President and Comptroller - BellSouth Enterprises 
Comptroller - BellSouth Services 

'r..: Vice ?resident and Comptroller - BellSouth Corporation 
O*mcrrptr*a: Transmits Accounting Policy Letter (APL) 620-01 documenting 

BellSouth's policy for recording transfers of assets and services 
betveen its regulated and nonregulated affiliates. 

c c t 

Attached is AIL 620-01. Affiliated Transactions With Regulated 
Entities. This A?L documents BellSouth's policy for valuing: 1) 
affiliated transfers of assets betwen (a)  Southern Bell (SB) and 
South Central Bell (Sa) and (b) BellSouth's nonreguhted 
affiliates, and 2) affiliated transactions involving products or 
services provided t o  or received from nonregulated affiliates by 51) 
and SCB. and 3) provides guidance on valuing lines of business 
(WB) transferred to nonregulated affiliates (out of regulation). 
Also discussed is the impact of these affiliated transactions on 
BellSouth's consolidated financial statements. 

This A?L 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 transactions. 
guidance will be provided during the second quarter ef 1W9. 

Accordingly. the additionrl 
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a -- 
Ve vould like t o  exprmss appreciation t o  the part x ~ e g u l r t o r y  Task 
Force for i t s  developmt of the BellSouth Statnent of hinciples 
Governing TrMS.CtiOnS ktveen Regulated Carriers and Affiliates. 
Many of the conclusions reached in that paper h a v c k e n  
incorporated into this AIL. 

Ouestions by your 
Ken nory at ( L O P )  

staff regarding this APL rhould be directed 
209-3026 or Dell Coleman i t  ( 0 0 0 )  209-3032.  

U Patrick II. Casey 
Vice President and Comptroller 

Attachment 

to 
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4 

1. I ~ O D U C T I O N  

In the Report and Order (RLO) nd Order on Reconsidera 
in CC-Docket No. 86-111. commonly referred t o  as the J 

ion (0011). release 
int Cost Docket or 

Part X proceeding. the Federal Conunications Comission (Fa) amended Part 
32. Uniform System of Accounts (UMA) to  add Section 32.27. Transactions 
With Affiliates. This nev section prescribes the rules vhich BellSouth's 
regulated subsidiaries, Southern Bell Telephone and Telegraph (50) and South 
Central Bell Telephone (SCB). must follov vhen determining the amounts t o  be 
recorded in the regulated accounts for transactions involving transfers of 
assets or services betveen regulated and nonregulated affiliates. 

2. ?VIIPOSE 

The purpose of this Accounting Policy ktter (APL) is to provide guidance on 
accounting for transactions: 
telecouunications carriers vith their nonregulated activities, (2) of 
nonregulated affiliates vho trmsacr directly vith those carriers. and 0) 
betvecn 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 Conittee. 
incorporates the guidance providod by Accounting Ruling No. 88-021 
"Transfers of Lines of Budnetso and documents the guidance BellSouth 
Comptrollers has providod orally in response to questions from various 
organizations vithin DellSouth and its  subsidiaries. 
incorporates the guidance contained in the statement of principles governing 
transactions ktveen regulated carriers and affiliates prepared by the Part 
X Regulatory Task Force and approved by tbe Part X Steering Committee. 

(1) betmen the regulated op8rations of 

This AIL also 

3. 

The Section 32.27 ruler apply to a11 transactions vhich involve the  vran*f+i 
of U s e t s  or servicu ktveen regulated carriers and nonregulated 
affiliates. Also, these rules apply to the sa= transactions between 
nonregulated affiliates if the costs associated vith these transactions 

338 



BellSouth Corporation 
Corporate Accounting Utters  Division 
Accounting ?olicy Letter - .. 

Cost AecOUnthg Standards 

A?L 620-01 
?.I. 6 of I8 
IssuanGT 0 2 / m  - 
Effective: 01/01/88 

- 
AFFILIATED TUNSACfIONS VITR REGULATED ENTITIES 

are subsequently transferred, in vhole or part. t o  the regulated carrier 
through transactions with nonregulated affiliates. These rules apply 
regardless of the affiliates' business form (corporation, partnership. joint 
venture, etc.). 

Section 32.27(b) provides the specific guidelines for valuing assets 
transferred to a regulated carrier (i.8.. into regulation) by a nonregulated 
affiliate. The guidelines for transfers from a regulated carrier (i.e., out 
of regulation) t o  a nonregulated affiliate are provided by Section 3 2 . 2 7 ( ~ ) .  
The guidelines for valuing services provided to or received from a 
nonregulated affiliate are contained in Section 32.27(d). 

In addition, if a carrier engages in a nonregulated actlvity 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 
between this nOnregUht8d activity and the regulated activities by applying 
the afff1lated transaction rules. Accordin#ly, if tw affiliated carriers 
provide nonregulated activities that do not involve the use of joint and 
common resources. transactions involving the transfer of assets and 
resources between the nonregulated actlvicies should k valued 8~ required 
by Section 32.27(b),(c) and (d) if the associated costs will be transferred, 
in whole or in part. t o  the regulated activity in subsequent transactions 
with the nonregulated activity. 

Section 32.27 rules do not apply to transactions between the regul8ted 
activities of affiliated carriers. 
transactions between nonregulated affiliates unless the related costs vi11 
be transferred. in  vhole or in part, to the regulated carrier in subsequent 
transactions with affiliates. Finally, there rules do not apply to 
transactions between two affiliated carriers' nonregulated activities unless 
the asrociated costs will be transferred. in vhole or in part, into 
regulation through subsequent transactions between carrier's regulated and 
nonregulated aetivities. 

Also. these rules do not apply to 

The affiliated transaction rules prercrike specific guideline$  hi-^^ ? h e '  

regulated carrier must follow when determining the amount t o  be ier-14t.d 
tbe regulated books of accounts for assets transferred to or recei*.eA fi-*-n 
nonrrgulated affiliates and for services provided t o  or received from 
nonregulated affiliates. 
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The rules are different for transfers of assets and transfers of services 
between affiliates. Paragraph 91 of the 001 states: 

'In formulating the rules, we decided to distinguish between 
transactions for assets and transactions for services due to  the 
unique considerations presented by each type of transfer." 

Accordingly. chis AIL provides separate guidance for valuing esch type of 
transfer ( i . e . ,  assets VI. services). Section 5 addresses the transfer of 
assets Into or out of regulation. Section 6 addiesses how the guldelines 
for valuing assets transferred t o  a nonregulated affiliate should be applied 
when a LOB i s  transferred. Section 7 has been reserved for future use. 
Section E addresses services provided to or received fro. a nonregulated 
affiliate. 

The APL also provides docuaentation requirements in Section 9. state 
regulatory considerations and eccounting requirements in Section 10, and 
financial reporting, consolidation and tu coilsiderations in Section 11. 
Attachment 1 provides key definitions needed t o  understand the affiliated 
trmsactlon rules. The flowcharts in AttaChMnt 2 can be used as a quick 
affiliated transaction rule reference once the reader has become faailiar 
with  the requireaents of this AIL. 

I .  GDSERAL CONtEPTS 

The FCC's Orders in th ir  proceeding place eapharis on protecting ratepayers 
fro. providing subsidies t o  a regulated carrier's nonregulated affiliates. 
The aaendments to Part 32 contained in the appendices t o  the RLO. and 
reaffirmed with minor modifications in the 001. also seek to  ensure that 
transactions betwen regulated 8nd nonreguhtd affiliates do not result in 
subsidies t o  nonregulatd affiliates. 

The primary roeson for thir concern is the FCC't rrcnflitlon that 
transactions With affiliates are not condvrrtrd ~t arm'~-l-ngth. t h r v  
expressed this  concern in the following statement=: 

"We noted that we have long been concerned *.ith the potent ial  f - 1  
cross-subsidization that exists when a rcgtilatcd company deals 
with nonregulated affiliatas in non-arms length transactions." 
(110 at Paragraph 2 6 4 )  
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"...In case of affiliate transactions. incentives are likely to 
exist t o  manipulate the transfer price ... The carrier simply does 
not have the incentive to  minimize loss in a non-arms length 
transaction." (0011 at Paragraph 115) 

.First i t  is not clear that we should ever asswe that carriers 
are free to deal et arm's length with their parent corporations. 
commonly-controlled affiliates, or subsidiaries." (001 at 
Paragraph 131) 

AS a result of the abave concerns. the FCC identified goals around which i t  
fashioned the effiliated transaction rules. These goals are to: 

1. Prevent cost shifting due to improper transfer pricing (110 at  
Paragraph 290); 

Prevent shifting of Investment risk t o  the regulated carrier (001 
at  Paragreph 109): end 

Protect the ratepayer from the possibility of rubsidies to a 
nonregulared affiliate through belov cost transfers ( 0 0 R  a t  
Paragraph 92). 

2. 

3 .  

5. RFNIREHERTS FOR ASSETS TMNSFERXD BENEM REGULATED AND NONREGULATED 
AFFILIATES 

Section 32.27(b) and (e) provides specific guidelines for valuing esset 
related transactions with affiliates. These guidelines are different 
depending on whether the truufer is into or out of regulation as explained 
below. 

Assets Transferred from Nonragulated Affiliates (Into Regulation) 

Section 32.27(b) provides ?he follnving grlidclincs fer dr*rrmirt i . rc  ?I** 
amount to be recorded in the carrier's regulated ~CCOIIIICS for *ran-fZr- - 1  
assets into regulation. 
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"Charges for assets purchased or transferred to  the regulated 
telephone activity of a carrier from affiliates shall b. recorded 
in the operating accounts of the regulated activity at  the invoice 
price if chat price is determined by a prevailing price held out 
to the general public in the nc:ul course of buslness. If a 
prevailing price for the assets received by the regulated activity 
is nor available. the charges recorded by the regulated activity 
for such assets shall b. the lower of their cost t o  the 
originating activity of the affiliated group less a11 applicable 
valuation reserves, or their fair u r k e t  value." 

Assets transferred to Nonremlated Affiliates (Out of Regulation) 

Section 32.27(c) provider the following 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 accounts t o  
affiliates shall be recorded as operating revenues, incidental 
revenues or asset retirennts according t o  the nature of the 
transaction involved. If such sales are reflected in tariffs on 
file with a regulatory commission or in a prevailing price held 
out to the general public. the associated revenues shall b. 
recorded a t  the prices contained therein in the appropriate 
revenue accounts. 
the p r o c d s  from such sales shall be determined at  the higher of 
cost less a11 applicable valuation reserves, or estiuted fair 
u r k e t  value of the asset." 

The above guidelines for each type of transfer can be broken dovn into a 
general rule and residual rules. n e  goner81 rule is tht a regulated 
carrier must value transactions with affiliates involving transfers of 
assets into or out of regulation at tariff rates or prevailing prices 
vkenever possible. 
romparable to that which would occur in an 8rcl'S-k1gfIr transatfirm *.z*Il  
nonaffiliated third parties. This requirement is consistent v i r h  r'' ' 

goal to limit the potential for cross-subsidization of nonregrilrt~*l 
affiliates by the ratepayer. 

If no tariff or prevailing price is applicahle. 

This requirement is intended to produce a result 
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Absent a tariff or prevailing Price, Carriers must value these transactions 
by applying the residual rules contained in S8CtfOn 32.27(b) and (e). These 
rules require carriers t o  determine the cost and estimated fair market value 
(LFMV) of assets sold to or purchased from nonregulated affiliates. These 
values are compared in order to determine the amount the carrier vi11 record 
in its regulated books of account. 
vhether assets are being transferred into or out of regulation. kction 
32.27(b) requires regulated carriers to record assets transferred to 
nonregulated affiliates at the higher of cost or Em. tiovever. Section 
32.27(c) requires regulated carriers to record assets received from 
nonregulated affiliates at the lover of cost or EFW. 

The value selected vi11 depend on 

The FCC explains its reasons for prescribing inconsistent residual rules at 
Paragraphs 115 and 116 of the 001. The Commission’s goal is t o  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 affiliates into regulation. the tCC‘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 t o  comply with these requirements. SB and SCB must value assets 
transferred t o  nonregulated affiliates at tariff rates or prevailing prices 
vhenever possible. The prevailing price can be used only if thnt price is 
in fact paid to  the transferring affiliate by nonaffiliated third parties. 
For example, if a urriet tramfers assets t o  a nonreplated affiliate, the 
prevailing price m u s t  be based on sales t o  third parties. Conversely. if 
the nonreplated 8ffilhtO Is transferring the asset to the carrier, the 
prevailing price must be based on sales by the nonregulated affiliate to 
third parties. 

Absent a prevailirq price, assets transferred must be valued as required by 
the r8SidU.l rules. In deterrining the fFW, carriers and their 
nonregulated affiliates u y  use appraisals. comp*iti*.t hidr. mat 1.8 -r”-”- 
or other appropriate valuation methods. 
carrier vould compare this amount to the cost of the asset and api-1 111‘ 

residual rules. 

Att8eh.ent 2. pmges I and 2, shovs the hierarchy that must be followed ‘.‘he11 
applying the asset transfer rules described above. 

After the EFMV is dc?crr;iI**‘. 
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Application of Residual Rules to Valuation of Asset Transfers 

Application of the above residual rules can result in different transfer 
prices for the same type asset. for example. if  a nonregulated affiliate 
transfers furniture and office equipMnt to a carrier under the residual 
rules and E F W  is lover than cost,  the transaction must be recorded at  Em 
(See. 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 EFW is lover than cost.  the transaction aust be 
recorded a t  cost (See. 32 .27(c) ) .  

Although inconsistent. the FCC requires chis application to ensure the 
ratepayer is protected from the possibility of subsidies to  a nonregulated 
affiliate. Bovever. if a material difference exists between EPnV and cost 
that results in a transfer being recorded at cost. SB and S O  should request 
BellSouth Comptrollers to coordinate vith Regulatory Matters and Legal the 
feasibility of filing a Petition for Waiver (PN) with the FCC. Such a P N  
Would request a waiver of Section 32.27(b) or (e)  of the Couission's Rules 
and seek permission t o  record the transaction at EMV. 

Other Considerations 

Absent a prevailing price. assets will be transferred into regulation a t  the 
lower of net book cost or EfW. Accordingly, a write up of assets transferred 
into regulation vould occur only if a prevailing price exists which is higher 
than net book cost. Conversely, i f  no prevailing price u i s t s .  assets are 
transferred out of regulation at the hlgher of net book cost or EFMV. 
Therefore. a write dovn of assets transferred out of regulation would occur only 
if a prevailing price exists which is lover than net book cost. 

In most cases, assets will be transferred under the residual rules. These rules 
require that assets transferred into regulation be recorded at the l o w r  of net 
book cost or EF"V and that transfers out of regulation be recorded at the higher 
of net book cost or E m .  The write dovn or vrite up should be recorded on the 
books of the selling affiliate. 
assets at hiscoriul cost v i t h  a net book value equal ? e  the v l i i -  nf *h*. - -  ' * .  
as deterained from application of these ru1r.c. 

Certain studies, analyses or evaluations will be rqquircd t o  supy" the c @ * *  
urd LFNV of assets transferred into or out of regulation. In an am's-lcnftli 
environment, parties to the transaction develop the inforaacion required to 
reach an informed decision on the reasonableness of the price asked by the 

The acquiring affiliate can then re-rA p h *  



BellSouth Corporation 
Corporate Accounting Hatters Division 
Accounting rolicy utter - . 
Cost Accounting Standards 

APL 620-01 
?8Ce 2 Of 18 
Issuance: 0 1 1 2 m  -~ - 
Effective: 01/01/88 

- 
AFFILIATED TRANSACTIONS WITH REGUUTED EKTITIES 

seller and offered by the buyer. Each party bears the costs of obtaining the 
required inforution. Accordingly, i f  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 rare, prevailing price. or 
in the absence of both. the cost and E R N  of the assets transferred). The 
nonregulated affiliate should bear the cost of revieving the supporting 
information and any additional studies or analyses i t  u y  perform to reach an 
informed decision. Conversely, i f  the transfer is into regulation. the 
nonregulated affiliate will bear the cost of determining the uximum transfer 
value ( i . 8 . .  the existence of a prevailing price, or in its absence. the cost  
and EmV of the assets transferred). The carrier will bear the cost of 
reviewing this inforution and the cost of any additional studies or analysis i t  
may require to evaluate the affiliate's proposal. 

6. REOUXRXHEHTS FOR A LOB TluNSFElIlllD TO A NWREGUUTED AFFILIATE 

General Concept 

In order to satisfy the nev affiliated transaction rules vith respect to the 
transfer of a LOB. the transfer ptice must meet tvo different criteria. First. 
the transfer of the recorded assets must meet rpeeific accounting guidelines, as 
dfscussed in Section 5. vith respect to their valuarion. These accounting 
guidelines effectively establish a "floor" price for the transaction. 
the transfer price of the entire LOB must clearly establish that the transfer 
does not result in the cross-subsidization of the nonregulated affiliate by the 
carrier. 
recorded assets. 
general in nature and permit carriers SOH discretion in the overall valuation 
of the LOB. 

Second. 

Therefore. the required transfer price u y  exceed the valrtrrion of the 
liovever, the guidelines for this second criteria are more 

TO satisfy this second criteria. vith respect to J LOB. the carrier must 
demonstrate chat its valuation of all "LOB" assers does not result in 
CroSS-8ubSidiZ8t$on. Carrier discretinn in this overall ~a111nr9-n r - v l t -  ' 1  0- 

the FCC not 'providing specific guidelines for the identificarion aiv1 a l w ~  1 . . ) .  

of assets if the costs of the assets are not recorded in the re:tilrl*.1 n . . - * - " '  
In fact, the FCC did not intend, in this proceeding, to  provide spccifj:. ~ " 1 .  
for valuing these assets. Paryraph 11 of the RLO states: 
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"we also decline to expand this proceeding t o  address allocation 
of incangible benefits and of increases in the cost of capital 
vhieh u y  occur due t o  carrier diversification. Both of these 
utters are outside the scope of our NPRM and vould be better 
addressed in separate proceedings or in connection with rate of 
return prescriptions." 

However. the PCC u k e s  i t  clear that the value of intangible benefits 
transferred to nonregulaced activities will b. considered in other 
proceedings. 

Establishment of the LOB Transfer Price 

To comply vith the new 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 &delines related to 
establishing the absence of cross-subsidization. 
is accomplished by choosing the higher of: 

In actual practice. this 

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 s p e c i f i c  
guidelines contained in Section 32.27(c) to establish a "floor" or Hiniaum 
Transfer Value ( W r v ) .  

Although the FCC is permitting s o n  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 a UB transferred t o  a nonregulated 
affiliate against the goals underlying the affiliated transactions rules 
discussed i n  Section 4. In order to n e t  this test. a CWprehenSiVe 
valuation of the LOB is necessary. 

In uking the comprchrnrive valunrjnn nf tl,- r ~ * i . ,  Inn. .I.*- 

taken to identify and value any intanl%blet that MY c : ~ i z t .  'Llcca*ir- - \  1 1 -  

nature of the regulatory process. the VdUltiOn proresr shnrll.1 l n ~ l @ ~ * ~ ~  41- 

evaluation of the net change in revenue requirements associated vi t lr  t h e  I * * '  
that is to k transferred. Any net ch8nge in revenue requirewnrr shnuld 1.c 
considered in the f i n d  transfer price. Additlonrl anrlyticrl studies such 
as appraisals. coap~rable sales, and capitalization of income u y  also be 
required in order to  do the comprehensive valuation of the mtlre LOB. 

-,. . I.  
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These valuations, together vith the Section 32.27(c) valuation previously 
outlined, provide the necessary inforution to  comply 4 t h  the FCC rules for 
recording af f iliate 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 L of Attachment 
2. 

Application of Section 32.27(c) Rules to  the Transfer of an LOB 

As discussed in Section 5 above. assets transferred out of regulation cannot 
be recorded belov the WN vhich results from the application of Section 
32.27(c). This applies vhether the transaction involves the transfer of 
individual assets or assets transferred vith a 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 ?CC requires this application to ensure the 
ratepayer i s  protected from the possibility of subsidies t o  a nonregulated 
affiliate. Bovever. if a uterial difference exists ktveen urket value 
and cost that results in a trwfer king recorded at cost, SB and SCB 
should request BellSouth Comptrollers to coordinate 4 t h  Regulatory Hatters 
and kgal, the feasibility of tiliry a Cotition for Waiver (?W) vith the 
FCC. 
Commission‘s Rules and seek permission to record the trlnsaction at the LOB 
urket value. 

Such a PFV vould request a vaiver of Section 32.27tc) of the 

As discussed in Section 5 “Other Considerations”, each party should bear the 
costs of valuation studies used by that party t o  establish the urket value 
of the LOB (1.e.. the cost of the net change in revenue requirements study 
by the regulated carrier). 

The specific guidelines for determining the amount to be recorded i n  the 
regulated accounts for services a Clrrier provider to or receives tram i t s  
nonregulated affiliates as contained in Section 32.27(d) are: 
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'Services provided t o  an affiliate pursuant t o  a tariff, including a 
tariff filed vith a state commission. shall be recorded i n  the 
appropriate revenue accounts at the tariffed rate. Services provided 
by an affiliate to the regulated activity. when the same services are 
a h 0  provided by the affiliate to unaffiliated persons or entities, 
s h d l  be recorded at the urket rate. When a carrier provides 
substuttially all of a service to or receives substantially a11 of a 
service fro. an affiliate vhich are not also provided to unaffiliated 
persons or entities. the services shall be recorded at cost vhlch shall 
be determined in a unner that CMp1i.S vith the standards and 
procedures for the apportionwnt of j o i n t  and couon costs ktveen the 
regulated and nonreplated operations of the carrier entity." 

The above guidelines have the same stfiictiite as the guidelines for asset 
transfers ( i . e . ,  there i s  a general rule and a residual rule). The FCC 
structured the rules in this unner to ensute that ratepayers do not 
cross-subsidize nonregulated affiliates. 
provides services to a nonregu1st.d affiliate and the service is tariffed or 
provided at arm's-length to third parries. the carrier must record the 
transaction at the tariff or urket rate. Likewise. vhen a nonreplated 
affiliate provides a service t o  a regulated carrier and the service i s  also 
provided at am's-length to third parties. the carrier must record the 
transaction at the urket rate. If a tariff or urket rate does not exist 
for services provided t o  or received from a nonreplated affiliate. the 
residual rule requires the carrier to record the trmsaction at cost. 
rule requires a carrier and i t s  nonregulated affiliate t o  measure the cost 
of these services by applyin# the standards and procedures for apportioment 
of jo int  and comon colts prescribed by Section 6L.901. 

In the Report and Order, at ?aryraph 296, the FCC States: 

Therefore, vhen the carrier 

This 

*Our reviw of the comments herein convinces us that this 
Commission should distinguish k t v w n  asset transfers and the 
provision for services and supplies.. 

t h i s  statement expands the definition of services re include pred**rr=  an* 
supplies purchased for inventory and for iamediete consnrption h- fll* 
urrler in its day-to-day operations. Therefole. in this APL. " t w . l f . C S "  
vi11 be defined accordingly. 
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The Section 6L.901 costing standards require that costs be assigned betveen 
regulated and nonregulated activities Using the attributable cost method of 
cost allocation. Simply said, i t  requires using cost-causative measures.of 
US. to the uximtm extent possible. Vhen valuing transactions under the 
residual rule, these costing standards Bust b. applied in the order listed 
belov. 

1. 

2 .  

3.  

4. 

Directly a s s i v  the costs of all resources used exclusively 
(dedicated) for the provision of services t o  the affiliate. 

Dlrectly attribute joint and common costs betvnn services based on 
airect cost-causative measures of we to the U X ~ N  extent 
possi ble . 
Indirectly attribute the reuining joint and common costs betveen 
services based on their linkage to costs directly assigned or 
attributed to the uximu- extent possible. 

Unattributable comaon costs should be identified and allocated 
bard on the relationship of total costs assigned and attributed t o  
a service t o  the total company costs assignable and attributable to 
all services. 

The required hierarchical applicarion of this general and residual rule it 
shovn at pages 5 and 6 of Attachment 2. In applying these rules, the 
carrier and its affiliates vi11 quantify the return on investment and 
apportion t b t  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 how miscellaneous services provided to or 
received from an affiliate should be recorded in the regulated books of 
account. 

9. DOCUHEKTATION REOUIREHMS 

During rate proceedings. FCC and sta te  regulatory commission e o n p i i m r r  
audits and attestation audits, SB and SCB vi11 be r8quir.d to denonstlate 
compliance vith the rules for affiliated transactions contained in hCtiOii 
32.27 of ?art 32. This section of the APL describes the supporting 
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docuaentation vhich should br  obtained by the Comptroller organizations of 
each entity at the time transactions vith affiliates are bookrd in the 
trgulated accounts. 

Smcific Assets Transferrrd Brtveen Remlatrd and Wonremulaced Affiliates 
)Into and Out of Rrmlation) 

Support for specific assets transferrrd should include: 

1 .  Tariff ratrs - 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 establish the prrvailing 
price. 

3. EMV - include the rthod uaed and a copy of any studies perfornd 
to establish EPW (appraisals. urket survrys. comprtitive bids. 
etc. ) .  

0 .  Cost - ineludr the nthod of determination and the value a t  vhich 
the transaction is booked in thr rrgulatrd accounts. 

Transfers of LOBS t o  Nonregulatrd Affiliates 

The value assigned a LOB transferred out of rrplation must satisfy thr 
X C ' s  policy guidelines regarding shifting of costs, investmt risk and 
cross-subaidiration through klov-cost transfers. Therefore. the supporting 
documentation should include studirs shoving: 

1. The Mv of the msets transferred under Section 32.27(c) of the 
affiliated transactions N h S r  

The impact of the transfer on the carrier's revenue requirements, 
and 

2. 

3. The urket value of the entire line of h w i n r s z .  inrliillimr 
intangibles, to the nonrrgulated affiliate. 

Ceaparison of the results of the 8bove studies to  thr Section 32.?:(r) Kr'V 
of the assets transferred vi11 provide rJch Comptroller 4 t h  the support 
required to prove the transaction vas valurd and recorded in compliance ViLh 
thr requirewnts of the FCC. 
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Services Provided To or Received From Nonregulated Affiliates by a Regulate 
Carrier 

The supporting docuaentation for services provided to or received from 
nonregulated affiliates should include: 

1. Reference t o  the specific FCC or state coamission tariff. if a 
tariff  rate ex is ts  for services provided to  nonregulated affiliate. 

2. Reference to the list of third party transactions relied on to 
establish the urket rate, if this aethod is used to value the 
services provided to or received from nonregulated affiliates. 

3. Reference t o  the documentation which shows costs are apportioned t o  
these services in a unner that complies vith the costing standards 
contained in Section 6b.901. if the residual rule is used to value 
services provided to or received from nonregulated affiliates. 

The Comptroller organizations of each entity (regulated carrier and 
nonreplated affiliate) should retain copies of the above documentation for 
review by Commission auditors and by the external auditor engaged to perform 
the attestation audit required by the PCC (RLO a t  Paragraph 256). BellSouth 
Comptrollers should be kept inforaed as to  pending transactions and 
consulted in unusual circuastances. 

10. STATE MCUUTORY CONSIDflurIONS 

For ratemaking purposes, state regulatory agencies may require a differenf 
valrution for assets transferred our of or into regulation. LOBS transferred 
out of regulation and services provided to or received fro. a nonregulated 
affiliate by the replaced carrier. If such differences occur, they must be 
accounted for by recording the differmces in the appropriate jurisdictional 
-set, liability or incoae accounts. These jurisdictional acrnuntc a i * :  

32.1SOO - Other jurisdictional aSLets - 
12.4370 - Other jurisdictional liabilities and deferred credit, - II-' 

32.7910 - Income effect of jurisdictional rateraking differences - net 
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The above accounts are to be used t o  record the effects of state rateuking 
practices that result in the S J ~  costs being recovered in part or in vhole 
during time periods different from the period that recovery is alloved by 
the PCC.  These accounts are not intended to be used for costs disalloved by 
a State Commission but alloved by the FCC or vice versa. Likevise. 
imputarion of revenues by State COMiSSiOnS (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 proforu adjustments that are tracked in subsidiary information 
records and considered only in rate proceedings kfore the Commission that 
is proposing the disallovance or imputation. 

11. CONSOLIDATION AND TAX CONCERNS 

BellSouth files consolidated financial statements 4 t h  the Securities and 
Exchange Commission. shareholders. stock exchanges, etc. These statements 
are designed to present the consolidated results of opwationr and the 
financial position of BellSouth and its subsidiaries as one entity. 
Therefore, the consolidaced statements should only reflect activity vith 
nonaffiliated entities except for intercompany profits on sales of assets t o  
regulated operations of a carrier by nonregu1at.d affiliates. 
allovs this profit t o  reuin in the regulated accounts for external 
reporting purposes. 

SFAS 71 

The presence of affiliated transactions complicates the consolidation 
process in that pnerally these intercompany transactions must be 
eliminated. 
regulated operations. intercompany sales between affiliates nut be 
identified and eliminated since BellSouth cannot reflect revenues from 
selling to itself. 
decreased in the consolidated statements due to intercompany transfers. 

Accordingly, this APL incorporates the current requitennt that all 
transactions ktveen affiliates (sales of prodiirts and servlrcr. P r v v f - 1 :  

of assets. etc.,) b. reported t o  the BellSouth Cnaptrollws C w * * r l * G - *  an* 
Exchange Comission Compliance and External Reporting Cizttict in 111. s a w  
month the transaction is reflected in the books of account. This in t* t i I ’  
requirement vi11 k deleted when a final APL covering affiliated billing awl 
consolidation is released. 

For example. although there are special rules for sales to 

Likewise. the basis of assets cannot k increased or 

352 



B*llSouth Corporation 
Corporare Accounriry Hatters Division 
Accounting Policy k t r e r  - 
Cost ACCOUntiIig Standards 

i. 

AIL 620-01 
Page 18 of 18 
~ s s u a n r ~ ~  I Z ~  - 
Effective: 01/01/88 

- 
AFFILIATED TRANSAfXIONS WTIl REGULATED ENTITIES 

Consideration must also be given t o  any tax consequences associated with 
assets transferred or nev services to be provsded inKO or out of regulation. 
Accordingly, a11 such rransacrlons should be revitved by kllSouth*s Tax 
Department to assure any tax consequencer associated vith these transactions 
are appropriately considered. 
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DEFINITIONS 

Affiliates - Business entities regardless of logal form that directly or 
indiractly through one or more intermediaries, control or are controlled by, 
or are under common control with, the accounting company. 

Allocation - As used in BellSouth. this term describes the methodology used 
to distribute costs between all products, services or other cost objectives 
in the absence of direct or indirect moasures of use. 

A ortionment - As used in the JCO. this term dercribos generically 011 

between regulated and nonregulated activities. products and services. 

Arm's-Length - Doscribes transactions involving the purchase, sale or use of 
resources at prices mutually agreed to  by two or more unaffiliated business 
entities free to  act in their own bost oconomic interest. 

Asset - Dofined by the Firuncial Accounting Standards Board as probable 
future economic benefits that can be obtainod or controlled by a particular 
onterprise u a result of past truuactions or events affecting the 
enterprise. Dofined by the FCC as any item that would be recorded in an 
investment account of the regulated carrier (110 at footnote 466) .  

Asset Transfer - As used in th i s  APL, describes transactions betveon 
affiliates involving the purchuo and/or rale of assets. including the 
related valuation reserves ( i . 0 .  depreciation, deferred taxes and investment 
credit). 

Attest Audit - An attest  audit is one in which a practitioner is engaged to 
h u e  0 vritten communication that expresses a conclusion about tho 
reliability of writton usertion tbat is the responsibility of another 
party. 
independonc auditors to porform to onsure the carriers' cost allocations are 
boing Wrformed consistent with their Cost Allocation Manual (CAI*) aPr+rY-4  
by the FCC (RLO at Para 2 5 4 ) .  

4 methodo ogles employed to distribute the total cost of an entity's resources 

In tho eontoxt of thir AIL, i t  is the audit that the F K  requires 

-on Cost - As used in this APL. describes the amount recorded fei 
res8urces that u n n o t  bo directly rssigncd to either a regulated or 
nonregulated activity or to  sorvices md products transferred between 
8ffilhtOS. 
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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, whether 
such power is exercised through one or more intermediary companies. or 
alone, or in conjunction vith. or pursuant to an agreement wfth. one or mort 
other companies. and whether such power is established throryh a u j o r i t y  or 
minority ownership or voting of securities, conon directors, officers. or 
stockholders. voting trusts. holding trusts, affiliated companies, 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 hu two 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 tu credit. For services 
provided to or received from UI affiliate. cost is defined u the fully 
distributed direct and eo-n expenses incurred plus the authorized return 
on investment used to provide the service(s). 

Cross-Subsidization - Financial or operating assistance provided t o  one 
entity (servic8) by another at less than full cost. In term of the JCO. 
having telephone customers pay more than their fair share for the services 
to vhich they subscribe. Cross-subsidization u n  result either from 
improper allocation of toamon costs or from improper transfer pricing of 
services and assets provided by one affiliate to  Mother. 

Direct Assignment - Describes the costing methodology used t o  distribute the 
cost of resources used exclusively (dedicated) for a particular activity to 
the specific output produced by that activity. 

Direct Attribution - Describer the costing methodology used to distribute 
the cost of resources for vhich a direct measure of cost causation exists.  

Estimated fair lurker Value ( E R N )  - A phrase iiscrl t o  describe the vrliiation 
p p t e  m t w t  employ t o  evaluarc the **-) nf  
assets transferred into or out of regulation. EFnV can be base4 - 0 -  

appraisals. rrket surveys. competitive biddings. ctc. 

Expenre - The costs of  resources consumed in the process of producinc 
current period revenue. 
or incurrences of liabilities or 8 combination of both during period to 
carry out activities that constitute an enterprise's ongoing operations. 

Expenses are outflovs or other using up of assets 
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Ex enditure - The incurring of a liability. payment of cash or transfer of 
h r  the purpose of acquiring assets, services or the settlement of 
a loss. 

Fully Attributable Costing - The hierarchical process prescribed by the FCC 
to apportion expenditures for resources. recorded in the regulated accounts, 
betveen a carriers regulated and nonregulated activities. This process uses 
fully allocated costing and cost-causation principles to assign or attribute 
cost t o  regulated and nonregulated objectives. 

Indirect Artribution - 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. 
resources must be attributed bued on indirect measure(s) of cost-causation. 

Intangible Assets - The value of economic benefits usociated with a 
company, product or service having no physical existence (license. 
certificate. patent. etc.). Worully, this value is not realized until a 
business entity or repent is sold at arm's-length. 

Line of Business - A product or service or group of products and services 
identified. u n y e d  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 mt urket deund. 

Uarket 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 a t  arm's-length for individual assets 
vhich are the s u e  or similar to assets transferred betveen a regu1at.d 
carrier and its nonreplated affiliate. 

Services - A. used in the CCC rules and this APL. also refers t o  products 
And supplies. 

Substantial - The term substantial, as used in this A P L .  is the sap' '+-* I I* .  
used in context of assets or rervices. Substantial implies that I )  hnn= f l .1 ,  
business relationship exists. It should be characterized by recurring 
transactio-s, of the type, frequency and amount that norully occur in 
arms-lengtn business relationships. 

The costs of these 
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Third Part - A tern used t o  indicate a person or entity that is not 4 indirectly under the control of rhe entity vith which the 
transaction is being conducted. 

Unattributable - Describes the methodology employed to allocate costs of 
resources that cannot be distributed becueen products. services. or other 
cost objectives on a COSt-CaUSatiOMl basis. 

' 
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MCNIMUM TRANSFER VALUE 0 OF A UNE - OF 
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Item MO. 6-016 
A t t a c h r a n t  X 

r u b j - c t :  Revised Accounting Policy Letter 610-02 

Tip.: Request for Inforution 

D*t*: December 18, 1989 

I T - 1 . e - d  L * t t - r * :  Accounting Policy Letters 610-01 and 620-01 
1. 

O * b * * :  BellSouth Corporate Plan 

?*: Vier President and Coaptroller - Southern Be11 and South Central Bell 
Assistant Vice President and Comptroller - BellSouth Enterprises 
Comptroller - BellSouth Services 

satati**: BSC. SB. SCB. BSE. BSS 

I**-: Vice President and Comptroller - BellSouth Corporarion 
D*.Crapca*D: transmits revised BellSouth Accounting Policy Letter (APL) 610-02. 

Comptrollers Responribilities for Matters Pertaining to the Joint 
and Covon Cost Order 

The revised APL 610-02 is attached in its entirety. The schedule 
for updeting BellSouth's Cost AllOC8tiOn N8nual has changed to 
allov 8 forul comment period before CAM revisions are final. 
Pages 7, 8. and 9: Attachment B p4es 3. 4, 5, 6. and 7; and all of 
Att8C)lxnt C of APL 610-02 are mended for this change. Also. p8gr 
11 is revised to correct the title of FCC 43-03 Joint Cost Report. 

Ouestions by your staff regarding this revised APL should be 
directed to Lyn Rogers-hey (4W)249-3033 or Frances Dennis 
(LO4 1249-3026. 

Patrick R. Cuey 
Vice President and Comptroller 

Attachment 
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SUnJEcrr APL 610-02 Comptrollers Responsibilities 
?or Matters Pertaining t o  the Joint and 
Common Cost Order 

STATUS: Revision 

OlUCINAl’OR: Frances E. Dennis (LOL) 269-3026 

ma: Lyn RoCers-Eaney (606) 269-3033 

Recoucndcd : 

, -  

Concurred: 

1. Michael Hostinsky 
Assistant Comptroller 

+ + + 

Concurred: 

Frances E. Dennis 
Operations h n y e r  

Approvd : 

p 
Vice President and Comptroller 
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CONPTROLtUS RESPONSIBILITIES 
FOR M A R U S  PERTAINING TO TEE JOIm AND COnHON COST ORDER 

1. ImODuCPxON 

On F 8 b w V  6, 1987, th8 Fed8r.l CoUUnfCatiOnS ConiSSiOn (?a) r818U8d 
th8 Report and Ord8r on Joint and Common Cost (JCO). CC Docket No. 86-111, 
pr8viously raf8rr.d to u ?art X. In general, th8 JCO, u am8nd.d by th8 
Ord8r on RecOnSid8r8tiOn raleued October 16, 1987, prescribes cost 
allocation standards that a regulated carri8r must us8 to s8parate costs 
betwnn regulat8d and nonr8guhted activiti8s vh.n its resourcas at8 
jointly us8d to  provid8 nonregulated products or s8rvie8s. The JCO also 
prescribes certain affi1iat.d transaction requirements for th8 r8guht.d 
carrier in dealing with its nonr8gulat.d affi1ht.S. 

To help ensure awareness. and to promote ewplianc8 with th8 JCO's 
r8quirw8nts. th8 Vie8  Pr8sid.n~ - Senior Pimeial Offic8r of BellSouth 
Corporation (BSC), aetlng in his capacity as the ?art X Stnrlng Couitt88 
Chairman, issued Ch8 BellSouth Corporate ?l.n (Plan) on Nov8ab.r 6, 1987 
(APL 87-11-017bs). Th8 ? l a  provid8s a f r m r k  for BellSouth urd d l  of 
its subsidiaries to us8 in ewplying vith the JCO's r8quirurnts. nor8 
rp8eifically, the Plan assigns the r8sponsibi1ity for complying with the 
JCO's r8quir8wnts to the appropriate BellSouth organizations. and 4 1 s  
for specific incorporation of th8 Plan's r8quir8ments into d8partmtal 
practices and procedur8s. Accordingly. th8 plan v u  approved by th8 JCO 
Regional Steering Conittn in 1987 vho accepted r8spon~ibility for 
integrating the appropriate plan s8etionr into th8ir departmental praCtiC8S 
and proc8dur.s. 

2. r n r o S E  AND SCOPE 

The purpose of this Accounting Policy Letter (APL) is to assign and 
document specific r8sponsibilities that each Comptroll8rs organization in 
BSC. BellSouth Ent8rpris8s (BSE), BellSouth S8rvic8s (BSS). South8rn Bell 
(SB). and South C8ntral B8ll (Sa) has in complying with th8 plan. 
provisions of this AIL should be incorporated into th8 specific 
d8partwntal practices and prOC8dUr8S of the affected organizations to 
8nsur8 full avar8ness and promote complianc8 with the JCO's requirmnts. 
The r8SponSibilitf8S ar8 groupd along the cac8gories of New ?roducts and 

Plans. Reporting. noni coring, and 1ntcrdcp.r tmental R8sponsi bili ti8s. 

th8 

S8rvices. Upd8t.s to th8 BellSouth Cost Allocation kf8u.l (Un), Accounting 
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This APL is one of three APLs vritten to specific8lly address concerns 
related t o  the JCO. The other APh address the specific requirements of 
the JCO - Joint Cost Allocation (610-01). BellSouth Corporation Corporate 
Functions Cost AllOC8tfOnS Policy Guide (610-03). and Affili8ted 
Transactions vith Regulated Entities (620-01). With the public8tion of 
these three APLs. the fundamental Comptrollers responsibilities and 
required actions relating to  the JCO are defined and documented. Bovever. 
future APLs covering other JCO 8ccounting topics vi11 8ddress any related 
responsibilities. 

The requirements of the JCO apply to SB, SCB, BSS. other SB and S Q  
subsidiaries, BSC, BSC subsidiaries ( i . e  .. Capital Funding and BellSouth 
D.C.). BSE. and BSE subsidiaries involved in asset truufers or receiving 
products and services from or providing products and services to SB or SQ. 

3. REOL'IREXEKIS FCR ADOPTICIN OF NE'i PRODUCS AND SERVICES 

The introduction of nev products and services vithin the ryuhted 
subaidiaries is accomplished through interdepartmental groups vithin 8SS. 
SB, XI) 8s directed by their respective Marketing and Netvork 
organizations. BSS Comptrollers should assist the various product u n y e r s  
in determining if. and to vhat extent. the potential product or services 
(products) would be imp8ct.d by the JCO and documenting an 8udit trail of 
significant decisions to provide inforution for future internal 8nd 
external audits. BSS Comptrollers should provide 8 monthly status report 
for all nwly 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 sruury  of due d8t.s. 

BSS Comptrollers is responsible for coordinating the evalrution of existing 
cost pool configurations. accounts and subsidi8ry record categories. job 
function codes, Cost Separ8tion System (CSS) requirements. monthly reports, 
e t c . ,  in light of the proposed product and its proposed accounting 
treatment. BSS Comptrollers vi11 then recommend appropriate CAn revisions 
to BSC Comptrollers for their concurrence. BSS Comptrollers vi11 
coordin8te all necessary changes to cost pools, 8c~ounts. job function 
codes. CSS. etc., vith BSS Inforution Systems and other affected 
departments (i-e., Budgets. Financial Management, Buun Resources. 
Marketing. etc.). BSS Comptrollers vi11 also update classification letters 
and other JCO compliance documentation t o  apprise a11 users of the changes. 
BSC. SB, and SCB Comptrollers vi11 evaluate the changes in light of federal 
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regulatory requirements respectively, and determine if MY corresponding 
action is necessary (i.8.. contacts vith the public service commission 
staffs (PSC), changes to internal Operations, ate.). See Attaehent B - 
Appendix A 1  for flow chart of activities. 

BSC Comptrollers is responsible for informing BSS Comptrollers of new 
nonregulated products created via an FCC Order, possible JCO impacts, and 
corresponding r‘CC submission requirements schedule by the 5th workday 
folloving receipt of the FCC Order. BSS Comptrollers will then vork vith 
the interdepartmental product teaas, a8 vith any other new product, to 
determine the extent of JCO impacts and to compile a detailed audit trail 
of significant decisions. 
activities. 

See Attachment B - Appendix A1 for flow chart of 
Proposed products that involve nonregulated affiliates roquire additional 
evaluations of transfer price and supporting accounting systems. 
and SCB Comptrollers’ responsibility to ensure tht transfers o f  products 
or services betwoen SB, SQ, and their nonregulated affiliates are 
joumalised on the regulated boob of account u prescribed by tbr JCO. 
For sales or transfers into regulation. SB and SCB Comptrollers should 
d o c w n t  whether the transfer price is a urket price or bued on the 
nonregulated affiliate’s cost. The documentation should clearly state that 
the lower of cost or urket v u  used. hrket price must be determined 
based on the nonregulated affiliate’s having a boru fide urket with actual 
sales to unaffiliated third parties, u docwnted more fully in A?L 
620-01. 
compliance vith the aresidual rules” of the JCO a8 explained fully in APL 

BSE Comptrollers must w u r e  that any nonrrguukted subsidiary doing 
business vith SB, SCB. or any other nonregulated affiliate involved in any 
tiered nonregulated transactions for which the final product u y  be charged 
t o  the regulated subsidiaries (chaining affiliated transactions) which does 
not have a bona fide urket for its products has an accounting system which 
will support a cost-based transfer price in compliance with APL 620-01. 
Accordingly, the BSE subsidiary Comptrollers’ organization billing t o  SB. 
SCB. or any other nonregulated subsidiaries involved in a chaining 
affiliated transaction must ensure that all applicable JCO documentation is 
submitted with the bill to provide the appropriate audit trail for these 
transactions. Such docwntation should include support for the existence 
of a bona fide urket price or the appropriate use of fully distributed 
costing. 

It is SB 

A cost-based transfer price into regulation must be deter8ined in 

620-01 M d  ML 610-01. 

SB and SCB Comptrollers are responsible for documentation for all 
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affiliated transactions, both billed from and billed to nonregulated 
affiliates. Accordingly, a11 documentation necessary tO Comply with these 
guidelines should be retained for one year after the close of the calendar 
year vhich the associated truuaction occurs. 

Nonrep1ated activities vithin SB and SCB vhich do not involve the joint or 
common use of assets and resources vi11 use Account 1406. Wonregulated 
Investment. and Account 7990. Wonregulated Net Income. .I prescribed by 
Part 32 - Uniform System of Accounts. Part 32 mandates that the affiliated 
transaction rules of the JCO be applied fully to transactions involving the 
transfer of assets and the Sal8 of products beeveen sucb nonregulated 
activiries and regulated sctivities. 
and Account 7990 nonregulated act iv i ty ,  BSS Comptrollers wuld be 
responsible for developing an internal accounting plan vhieh vould outline 
the appropriate methods m d  procedures bd detail records necesay for 
accounting, reporting, and monitoring such activities. The Accounting Plan 
should be provided to BX, SB. and 50 Camptrollers for concurrence prior 
to implwntation. 

Upon devolop~nt of an Account 1406 

I .  RtOUIRLMEKTS FOR UPDATING BELLSOWE'S COST ALLOCATION MANUAL 

the CM vas filed vith the FCC vith the Imovledge that subsequent 
circumstances vould require forul updates. 
Corporate Plan, the CAI( must be updated to incorporate: 

b) the addition of a nev nonregulated product vithin SB 
or SCB. 

e) the addition or deletion of affiliates or truuactions 
with affiliated companies, 

d) a change in the nature of business conducted by an 
affiliate vith SB and SCB. 

e) cost pool M d  apportioruent changes. 
f) time reporting changes. and 
g) changes in FCC requirements. 

Accordingly. cost pool and time reporting changer must be filed vith the 
FCC sixty days prior t o  the effective implementation date of the revisions. 

U indicated in the BellSouth 

a) Changes involviry incidental Activities. 
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Changes to affiliated transactions or other sections to the CM m u t  br 
filed vith the PCC on a timely basis, normally vith quarterly CAI( revision 
filings. 
purposes (i.e., text clarification). 

Ouarterly CM reViSiOnS are required for changes u d e  for other 

SB and SCB Comptrollers should notify BSS Comptrollers of any potential 
changes that vould require updates to the CM for cost pools. or 
nonregulated service or affiliated ttMSaCtiOM descriptions. 
BSS Comptrollers is responsible for communicating 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 nonreguhted affiliates by the 
cvelfth vorkday of the second month of each quarter: thereby, notifying BSS 
Comptrollers of required updates to the Statement of Affiliates kuarinr in 
Transactions vith the Carrier Entities v'ithin the CAM f or ehn su in 
affiliate0 tr8nracrions for produerrprovided to s1 M d  SCB nonreguiated 
affiliates. 
policy directives) provides policy guidance to  be follovod vhm drafting 
the CAM revisions. the  =?art X Allocation of Joint and C w o n  Costs 
Implementation Concepts and Guidelines" (JCO Concepts and Guidelines), 
included in Section I1 of Classification ktter 10-03, provides additional 
guidance for drafting the CAI( revisions and modifying systems t o  implement 
the rules prescribed by JCO. BSS Comptrollers is responsible for updating 
the JCO Concepts and Guidelines vhen necessary. 

Accordingly, 

t 

AlL 6 1 0 9 1  and A?L 620-01 (as amended or clarified by future 

BSS Comptrollers, BSL Comptrollers, and BSC departments and subsidiaries 
should notify BSC Comptrollers of any potw~tial ehuyes in affiliated 
trMS8CtiOM for DrodUCtS Provided tO SB and SCB vhieh Would reouire - > - - -  

updates to the St;taent of Affiliates Cnrarinr in transactions vith the 
Carrier Entities vithin the WI. See Attachment B - Appendix A1 for flov 
chart o f a n i t i e s .  

BSC Comptrollers is responsible for maintaining a regional list of 
affiliates for inclusion in the CM. (Note: The Secretary of BSC has the 
responsibility of providing additions t o  and deleting from the list of 
BellSouth affiliates to BSC Cemptrollers on a quarterly basis.) Ilovever. 
BSE Comptrollers should alert BSC Comptrollers to any upcoming c b g e s  in 
BSE's affiliates' organizational structure. Such organizational structure 
changes could require extensive research and subsequent changes to  the 
affiliated transactions descriptions, as vel1 u the BellSouth Corporate 

Text Change 
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Structure chart. Also, an organizational restructuring u y  require changes 
to CAn cost pools. 
changes in the organizational structure of BSS, SB, S Q ,  and their 
affiliates. Furthermore. BSC Comptrollers vi11 be responsible for itself 
and any other of its affiliates. other than those already listed. 

In the event that the PCC issues an order which relates t o  the BellSouth 
w(, BSC Comptrollers vill be responsible for informing the Collptrollers 
organizations in BSE, BSS. SB. and S a .  The order vi11 be evaluated by BSC 
Comptrollers to determine if i t  provides for 1) the deregulation of an 
existing service and requires accounting changes or 2) ordered CAH 
revisions. If the deregulation of a service is undated, BSS CMptrollers 
vi11 meet with the LOB product advisory team and the process vill proceed 
from that point u.vith any other nev product, providing the X C ’ s  filing 
deadline permits tin for norul processing. Should the EC’s filing 
oeadline not ailow tire for norsol product team study and processing, BSS 
Comptrollers vi11 ensure that research and methods implementation are 
performed u thoroughly u possible in the t in alloved. 
requires CAH revisions or upluutions of existing docunntation vithin the 
CM. BSC Comptrollers vi11 analyse the requirements and call tOgRth8r a CAn 
task force for research and preparation of the required changes where 
applicable. 
Steering Committee for reviev and approval. 
the Steering Committee. the CAI( revisions will be handled u a11 CAH 
changes are handled. 
activities. 

Ch.ng.2 to the time reporting section of the CAH vi11 be driven by BSS 
Comptrollers, unless undated by the ICC via an order: whereby, tbe chuye 
vi11 be handled by the task force u outlined in the previous paragraph. 
In the event BSS Comptrollers instigates the tin reporting change, BSS 
Comptrollers will prepare the appropriate docunntation for the C A M  
revision for transmittal to BSC Comptrollers. BSC Comptrollers will inform 
BSC departments and direct report subsidiaries, and BSE Comptrollers of any 
needed changes to their tin reporting methods and procedures as a result 
of these revisions. Upon notification of needed CAH changes for time 
reporting, BSC Comptrollers vill instigate norul CAH revision proceedings. 
See Attachment B - Appendix A4 for flow chart of activities. 

All CAn revisions must be sub8itted to BSC Comptrollers by the first workday 
of the month in vhich the revisions are to be filed. BSC Comptrollers will 
review and evaluate all CAn changes and coordinate the revisions vith 

Text Change 

BSS Coaptrollers h u  similar responsibilities for 

If the order 

The CAW task force will submit resulting CAn revisions to the 
Upon receipt of approval from 

See Att8ChSent B - Appendix A2 for flov chart 
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BSC Legal and BSS Federal Regulatory. BSC Comptrollers will distribute the 
changes for coments fifteen workdays prior to releuing the WI revisiom 
to BSS federal Regulatory. 
Comptrollers no later t b  five workdays prior to official release. 
BSC Comptrollers will releue the final revisions to BSS Federal Rqulatory 
one workday prior to the end of the month of official filing. 
Comptrollers is responsible for developing, updating, and distributing 
Classification Letter 10-03 for internal use in the clusification of 
expenditures to cost pools as described in the WI. Classification ktrer 
10-03 should describe in detail the use of each cost pool in the WI. BSS 
Comptrollers is responsible for ensuring that a11 clusification letters, 
methods and procedures, and system procedures are in compliance with BSC 
Comptrollers' A P b  and Accounting Rulings CARS). 

Vritten couents must be received by BSC 

BSS 

BSE Comptrollers is responsible for preparing and updating the "JCO 
Compliance Documentation" for BSE Beadquarters md each Bst subsidiary 
which has direct affiliated transactions with SB urd SQ, or vhieh has a 
chaining relationship with SB and SCB. 
includes: 

The O J C O  Compliance Documentationn 

a description of the unregulated affiliate, 
the transactions covered under the JCO (Parts 32 and 64 u 
amended), 
the valuation method used for charging SB. SCB. or the other 
unregulated affiliate involved in the chaining relationship. 
vhy that valuation method was selected (e.&., bona fide 
market exists to just i fy  w e  of prevailing market rate), 
required audit trail documentation, 
t in  reporting, and 
a11 other accounting methods and procedures necessary to  comply 
with the JCD. 

BSE Comptrollers must ensure char the .JCO Compliance Documentation" is in 
compliance with BSC Comptrollers' A s h ,  and A b  ( i . 8 . .  620-01. 610-10. 
610-02. etc.) and supports the CAn affiliated transactions documentation in 
detail. 
system h g e s  necessitated by the "IC0 Compliance Documentation" are ude. 

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.) which has 
direct affiliated transactions with SB and S a ,  or which has a chaining 

Text Change 

BSE subsidiaries' Comptrollers are responsible for ensuring any 
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relationship with SB and SCB. 
Functions Cost Allocation Policy Guide" covers a11 related policy 
documents, as vel1 u the BSC Headquarters specific alloution methodology 
and policy. 
documentation is in compliance with the related A?h and A b .  

SB and SCB Comptrollers State Regulatory Organization are responsible for 
evaluating any state impacts of the Cnn changes and notifying BSC and BSS 
Comptrollers of any state versus federal difference. BSS Comptrollers vi11 
vork with SB urd SCB to impact these differences and support state filiws. 
BSC Comptrollers will revise policy directives for any chanles resulting 
from state Public Service Conission (PSC) Orders u required. 

The "BellSouth Corporation Corporate 

BSC Comptrollers is responsible for ensuring that this 

5. 

Prior to adoption of the JCO, product-specific accounting plans Yere filed 
by BSC, SB. and SCB u directed by appropriate federal urd state regulatory 
authorities. These accounting plans describd detailed proceduru u to 
how SB or SCB would account for the cost of the nonreplated product and 
prevent cross-subsidization from ratepayers. On August 12, 1987, BSC filed 
the original Cnn with the FCC. 
account by account basis of how SB and SCB will separate costs between 
regulated and nonregulated products. 
adopted by a jurisdiction, this CAN serves u a generic accounting plan for 
external regulatory use tbat should be adequate to address MY future 
nonregulated product offeriryr in the federal and state regulatory 
jurisdictions. 
product-specific accounting plan sbould be referred to tbe CUI, including 
PSC ordered wdifiutions. 

In the event that a product-specific accounting plan is required to meet 
external requirements. BSC, 51). 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 a11 
affected departments. and submit the accounting plan to BSC. SB, and SCB 
Comptrollers Regulatory Accounting Offices for their concurrence and filing 
with the appropriate regulatory authorities. 
accounting plans must be fully consistent vith the CAI( or, for state 
purposes, specifically ordered modifications. 

REQUIREMENTS ?OR W A L  A C C O m  ? U N S  

The Cnn includes documentation on an 

To the extent the JCO has been 

As such, my requests by federal or state regulators for a 

All future product-specific 
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Any proposed exceptions to this rule should first be coordinated vith B S  
Comptrollers and BSC. SS, and SCS Comptrollers Regulatory Accounting 
Off i ces . . 
6. REPORTING REOVIREHEKTS 

Currently, 8SC Comptrollers files monthly (nR) reports and annual financial 
data vith the FCC. including Form %,the forecut o f  Investment Usage 
Report (Forecast Report), and the Actual Investment Usye Report (Actual 
Report). SS and SCS 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 WO. 86-182, the PCC 
requires automated reporting.of quarterly financial data on Fc(: 43-01 
Ouarterly Report (previously referred to u Appendix A) for SB and SQ via 
the ~utouted Reporting hnaguenc Inforution System ( N U U S )  begianiry in 
June, 1988. In addition, for K C  43-03 Joint Cost Report (previously t 
referred to u Appendix C), total regulated and nonregulated revenues, 
exp.nses. and investments mwt be reported annually u determined in 
accordance with the CAM’s requirements u filed vith the PCC. 

t 

To separate costs between regulated and nonregulated activities as 
indicated in the CAM, the CSS in BSS’ Inforucion Systems was redesigned in 
1987. 
line-of-business basis. 
used for internal management purposes, they are d S 0  the sole medium for 
reflecting the separation of costs betveen regulated and nonregulated 
activlties. Therefore, i t  is necessary that these monthly line-of-business 
reports comply fully with the cost allocation principles and methodologies 
docruented in the CAM. 

In January. 1988 the CSS began producing monthly reports on a 
While these monthly line-of-business reports are 

To ensure the integrity of the monthly CSS reports. CSS must balance to the 
Corporare Accounting Process (CAP) ledger before the CSS reports are 
produced. SB and SCS Comptrollers should reconcile the total company and 
s t a t e  amounts back to the monthly reports issued from the Corporate Reports 
offices. 
h s i s .  
release of the CSS reports to management or regulators. 

BSS Comptrollers should analyze these reports on regional 
This reconciliation and analysis should be performed prior to ’ 
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For8 M and the m I S  reports are filed annually, vith the exception of FCC 
03-01 -IS Ouarterly Reports. 
compiling the reports and forvarding the approved reports t o  BSC 
Comptrollers for reviev. 
reasonableness and reconcile these reports vith external reports and data 
requests previously or currently filed with the FCC. the Securities and 
Exchange Commission (SEC), and others. BSS Separations is responsible for 
the preparation and reviev of a11 separations data for reports FCC 43-01 
ARHIS Ouarterly Report. FCC 63-03 ARMIS Joint Cost Report, and Kx: 13-04 
ARMIS Access Report (previously referred to u Appendix D). 
and concurrence. the completed reports are forvarded to  BSS Federal 
Regulatory/D.C. for filing vith the FCC. 
detailed coordination plan and guidelines for these reports upon full 
settlement of outstanding issues vith the FCC. 

The tariff Reviev ? l m  (TRP) is filed annually vith the rcC. The TRP 
requirements are outlined in detail urnrully in Dockets released by the FCC 
for that specific year. 
No. DA88-1876, vith rulemaking procoedirys established in the Notice of 
?reposed R u l e d n g  (W) CC Docket No. 88-326 for dunging the TRP filing 
dates. 
details of their filing requirements. 
SCB arc responsible for developing total company regulated and nonregulated 
budget data for the TRP. SB and SCB Comptrollers is responsible for 
compiling Part 60 state data and revieving this data in conjunction vith 
BSS Comptrollers for r84SOMblen8SS. 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. 
Regulatory coordinates the collection and trrrumittal to D.C. of this data 
for filing vith the CCC. 

SB and SCB Comptrollers are responsible for 

BSC Comptrollers vill review all reports for 

After reviev 

BSC Comptrollers vill rehare a 

The 1988 T U  is detailed in Delegated Authority 

Each year similar orders vill k issued by the ?CC to provide 
The budget organizations of SB and 

BSS Federal 

The Forecast Report (FCC Report 69%) vas filed on December 3 1 s ~ .  
concurrent vith the Tllp in 1988. 
outlined in detail in the Order released Way 31. 1988, CC Docket No. 
86-182. BSS Comptrollers is responsible for the compilation and release of 
data assumptions u vel1 u the overall coordination of the compilation of 
the Forecast Report. 
collection for a11 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. 

The Forecast Report requirements are 

SB and SCB Comptrollers vill coordinate data 

After compilation by SB and SCB. 
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the Forecast Report is forwarded to BSS Comptrollers for a review of 
reasonableness and compilation with the FCC guidelines. Upon review 
completion the Forecast Report is forwarded to  BSC Comptrollers for 
concurrence and for transmittal to BSS Federal Regulatory/D.C. for filing 
with the FCC. 

The Actual Usage Report (FCC Report 19%) is t o  b. 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 will be filed concurrently with the FCC 43-02 ARHIS 
Uniform System of Accounts Report (previously referred to u Appendix 8). 
the FCC 43-03 ARMIS Joint Cost Report, and, the FCC 63-06 ARHIS Access 
Report. SCB and SB Comptrollers are responsible for compiling and 
revievi.ng the actual usage levels from the departments providing the 
inforution. BSS Comptrollers will provide coordirution and support to SCB 
and SB in compiling the report. BSC Cornpirollers vi11 reconcile the actual 
u s y e  data to previous or concurrent reports filed vith tbe FCC. 
review urd reconciliation, the Actual Usage Report is forvarded by BSC 
Comptrollers to BSS Federal Regulatory/D.C. for fill4 with  the MC. 

Prior to releasing regulated versus nonregulated separated revenues, 
expenses, and investments to be filed with the FCC. BSC Comptrollers should 
confirm that the CSS reported Part 32 and Part 66 total company dollars 
have been reconciled to the monthly reports in SB and SCB. and that m y  
necessary adjustments have been ude. Likewise. SB and SCB Comptrollers 
should confirm that the CSS reported total dollars are consistent with the 
regulated monthly reports prior to release to state regulators. Vithin the 
DOC Comptrollers orgmitation the Corporate Reports Office is responsible 
for attesting to the fact that the Cart 32 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. 
a11 financial d8ta released to regulators. BSC. SB. and SCE Comptrollers 
should co.aunicate with one another prior to release of inforution in 
order to uintain consistent positions throughout the region in dealings 
with external third parties. 

After 

As with 

In addition t o  standard financial reporting outlined above. the FCC 
requires notification of all significant state disal~owances of investments 
or expenses that are shared with nonregulated activities. The FCC 
acknowledges that sta te  regulators have a unique vantage point for 
observing investment patterns of the carriers. Hence. state disallowances 
may bring t o  light problems which the FCC h8s not considered. Thersfore. 
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SB and SCB Comptrollers must notify BSS Comptrollers of all state 
disallovances as they are instituted by state regulation. BSS Comptrollers 
vi11 then notify BSC Comptrollers of these disallovances; thereupon, a 
ruling vi11 be made as to significance and possible filing vith the FCC. 
BSC Comptrollers vi11 be responsible for uking such a filing from detailed 
information provided by BSS Comptrollers. Such detail vould include, but 
vould not be limited to. state(s) affected, total dollar impacts, and 
regulatory reason given for disallovance. 

7. MONITORING REOUIR€XENTS 

Because of the varied specific requirements prescribed in the JCO, BSC. 
BSE. BSS. SB, and SCB Comptrollers must monitor compliance vith the JCO in 
u n y  areas. these areas include: 

a) integrity of reporting, 
b) affiliated transactions. 
c) actual versus forecast wage of COE 8nd OSP, 
d) accelerated upgrades and retirements, 
e )  incidental activities. 
f) time reporting. and 
g) CSS and other systems compliance vith the Un. 

The FCC has stated in the JCO preceedings that information describing the 
transaction betveen the nonregulated affiliates 8nd 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 truu8ction is maintained t o  comply vith the JCO and that 
adequate information is available for the Att8St8tiOn Audit. The audit 
trail requirements include chaining transactions, vhich vould require SB 
and SCB Comptrollers t o  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 a11 chaining transactions. in vhich 
they or their subsidiaries are involved, is maintained or provided to SB 
and SCB Comptrollers. 
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The amended Order requires that the allocation of COE and OSP t o  
nonregulated activities be based on forecasted nonregulated u s y e  over a 
three year period. The Forecut Report Order stipulates that the 
nonregulated investment vithin an investment category UMO~ decrease from 
one year to the next vithout a vavier. 
telecommunications plant from regulated t o  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 authorized interstate rate of return that is in effect for each 
relevant period vi11 be used to compute the charge. To comply vith the 
requirements for forecasting joint and common netvork investment, SB and 
SCB Comptrollers should monitor the actual nonregulated usye of COE and 
OSP. and compare this to  forecasted levels. A quarterly report diSphying 
actual versus forecasted usage. and investment levels should be prepared 
and subsitted to  BSC-and BSS Cwptrollers the tmth day of the second month 
after the close of the quarter. 
interest charges resulting from under forecuring nonregulated w 4 e  should 
be calculated and journalized by SB and S Q  Comptrollers t o  be charged 
winst the product or service overutilizing the COE or OSP. 

BSC Comptrollers should be notified. via footnotes or attachments to the 
quarterly report of 8 C t U d  versus forecasted usage, of the nonregulated 
usage overages. 
8djusting journal entries t o  be made. Overutilization and resulting 
penalty should also be communicated to  BSS, SB. and S O  Marketing, and SB 
and SCB Netvork by BSS Comptrollers. 
BSC Legal and BSS Federal Regulatory/D.C. concerning any ovek utilization 
and penalty. 
the difference betvwn actual and forecasted usage is due to 
underforecasting regulated us4e and nonregulated usage v u  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. vi11 be assigned directly t o  the nonregulated services. To 
comply vith this requirerent. SB and S O  Netvork vi11 notify SB and SCB 
Comptrollers of such upgrades and replacements. 
vi11 then make adjustments to assign associated investment t o  the 

If reallocations of 

Further m y  necessary adjustment and 

As needed. BSC Comptrollers vi11 provide guidance for any 

BSC Comptrollers vill coordinate with 

BSC Comptrollers should also be notified in the event that 

SB and SCB Comptrollers 
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nonregulated activity. To encourage ongoing comp1iance with this 
requirement, SB and Scll Comptrollers should provide SB and SC8 Netvork with 
a standard form for reporting all pertinent information relatiry to UI 
accelerated upgrade and replacement undertaken primarily for the benefit of 
a nonregulated activity, i f  any. 

The JCO prescribed that a listing of incidental activities be filed in the 
cA)(. The activities must meet the following criteria to be accorded 
incidental status: 

The activity must be an outprovth of regulated 
operations. 

The activity must be a non "line-of-business' 
(LOB). 
activity that SB or SCB intends to increase 
resources u needed to met urket durnd and 
that bas a urket price. 

BellSouth interprets a LOB to r a n  any 

the Activity DWt h.V8 k.n traditionally 
treated u incidental. 

Revenues from total incidental activities must 
not exceed one percent (If) 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 will be provided at a later 
date.) 

Ongoing compliance vith the JCO's requirement for incidental activities 
requires that SB and sc1) Comptrollers perform an analysis of Miscellaneous 
Revenues in the lut quarter of each year. This analysis will identify and 
quantify a11 activities that are being accounted for as incidental (see APL 
610-01). The dollar quantity should be compared t o  the total regulated and 
nonregulated revenues t o  determine that the one percent limit has not been 
exceeded. The list of incidental rctivities and their revenue value should 
be provided via BSS Comptrollers t o  the Product M8nagemnt Council in the 
first quarter of the following year for evaluation of U B  potential. 
Guidelines as to w h a t  constitutes a LOB should accompany the list of 
incidental activities t o  assist the Product Management Council in their 
evaluation. 
guidelines). 

(See APL 610-01 for items to be considered in developing LOB 
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After Product Hanagement Council evaluation. BSS Comptrollers should 
compare the resulting list of activities to the list of incidental 
activities included in the Un. BSS Comptrollers should evaluate 
differences for potential updates to the Un. 
either for additions or deletions to the incidental activity list or for 
nev nonregulated LOBS. Should a nev nonregulated LOB result from these 
evaluations. BSS Comptrollers vi11 evaluate possible cost pool changes u 
vel1 as prepare a product description. 
vith any CU updates resulting from the BSS Comptrollers and the Product 
Management Council evaluation by the first vorkday of Hareh. Note that 
subsequent filing of CU revisions at  the end of the first quarter, vhich 
allovs SB and SCB Comptrollers to perform the anslysir after the close of 
the year. vould not allov for nonregulated product implementation until 
sixty days thereafter. . incidental activities, BSC Comptrollers should be notified via a positive 
report letter from BSS Comptrollers during the first quarter of the 
folloving year. See Attachment B - Appendix AS for flov &rt of 
activities. 

Accurate reporting of t ime to nonregulated activities through the 
Mechanized Time Reporting or equivalent system must be monitored by BSC, 
BSS. SB, and SCB Comptrollers. Accordingly, BSC and BSE Comptrollers must 
monitor time reporting for their subsidiaries vhich have affiliated or 
chaining transactions vith SB and SCB. 
requirements area and vi11 receive close scrutiny by internal and external 
auditors. In addition t o  internal audits on compliance vith actual 
procedures. to ensure appropriate e#pX%ance, 8%. BSE. BSS, SB and SCB 
Comptrollers should reviev time reporting procedures mually. 

Additionally, all areas of JCD compliance must be monitored by BSC, BSE and 
BSS Comptrollers, particularly compliance vith the cu( itself. M E  and BSS 
Comptrollers and BSC departments and direct reporting Subsidiaries must 
notify BSC Comptrollers immediately of any areas of potential 
discrepancies. Trouble areas must be researched thoroughly by BSC, BSf ana 
BSS Comptrollers. System inconsistencies or other discrepancies must be 
rectified as quickly as is possible. 

These CAH updates could be 

BSC Comptrollers should be provided 

If there are no ehuyes to the CUI listing of 

Time reporting is a sensitive FCC 
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The internal auditing departments of BellSouth and its subsidiaries are 
responsible for ongoing revievr of BellSouth compliance vith the JCO’s 
requirements. Accordingly, BSC Comptrollers vill be the liaison vith 
external auditors vho are responsible for ongoing revievs of BellSouth’s 
compliance vith the W. BSC. BSE. BSS. SB and SCB are t o  usist both 
the internal and external auditors in any way necessary t o  facilitate the 
successful completion of these audits. 

8. IHTERDEPARTMEHTAL RESPONSIBILITIES 

The BellSouth Corporate Plan set the ground vork for interdepartwntal JCO 
responsibilities. 
responsible for JCO oversight for their entity and specific 
responsibilities resulting therefrom. 

BSS Comptrollers is responsible for a11 clusifiution and JCO requirmnts 
documentation for SB, SCB. and a11 departments virhfn BSS. Accordingly. 
BSE Comptrollers is responsible for d l  clurifiution and JCO requirewnts 
documentation for all BSE subsidiaries and departments. 

BSC Comptrollers remains responsible for coordin8tion vith BSC kgal and 
BSS Federal Regulatory/D.C., coordinating FCC accounting policy utters 
vith all subsidiaries. and overall corporate compliance vith the JCO. 
Also. BSC Comptrollers i s  responsible for the specific classification and 
JCO documentation for all BSC departments and subsidiaries other than BSE, 
SB. SCB and their subsidiaries. 

Renceforth, each Comptrollers department vill be 
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Affiliates - Business entitles regardless of legal form that directly or 
indirectly, through one or more intermediaries, control or are controlled 
by, or are under common control with the accounting company. 

Asset - - Defined by the FiMnCid Accounting Standards Board (PASB) as 
probable future economic benefits that em ba obtained or controlled by a 
particular enterprise as a result of past transactions or events affecting 
the enterprise. bfined by the FCC U any item t h e  could k recorded in 
an investment account of the regulated carrier. 

Asset Transfer - The process of passing title to property either to or from 
an affiliated entity. As u s d  in the JCO. describes transactions b e t w e e n  
affiliates involving the purchase and/or sale of assets, including the 
related valuation reserves (I..., depreciation. deferred tuu, and 
investment credits). 

Attest Audit - An attest audit is one in which a practitioner is w e d  to 
issue a written conuniution that expresses a conclusion about the 
reliability of a written assertion that i s  the resporuibility of another 
party. In the context of this APL, it is the audit that the FCC requires 
our independent auditors t o  perform to ensure the carrier's cost 
allocations are being performed consistent with their Cost Allocation' 
Manual (CAM) approved by the FCC. 

Eudgctcd or forecasted Volume - Activity level of a product or service, 
measured in financial pr statistical units,  vhich i s  utiuted over a 
projected time period. 

Central Office Epuiment (cot) - Equipment w e d  in switching, controlling, 
aeriving. operatlng, conditioning. and testing communications channels. 
includes only equipment located in company owned buildings or rented 
quarters on or near customer's praises. 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. 

It 

Chainin d i iate that has obtained the asset or service form another nonregulated 
affiliate. 

- When a carrier obtains an asset or service from a nonregulated 
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Common Cost - Describes the uount recorded for resources that -not be 
directly assigned to  either a regulated or nonregulated activity or to 
services and products transferred betvoen affiliates. 

- Cost - Expenditures for resources. measured in terns of dollars, incurred 
to provide services or products. or achieve other final cost objectives. 
As used in the JCO. this term hu tvo different meanings. For usets 
transferred into or out of regulation, cost is defined as the gross wunt  
recorded in the plant accounts of the originating entity less depreciation, 
deferred income taxes and investment tu credit. For serrices provided t o  
or received from M sffiliate. cost is defined as the fully distributed 
direct and Common O X ~ M O S  incurred. plus the authorized return on 
investment used to provide the services. 

Cost Pool - Accumulation of costs into functional groupings bud on the 
relationship of those costs to  cost objectives (i.8.. products or services, 
organizational units, LOIS, etc.). 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 alloutions vera performed individually for u e h  uount.  

Expenses - The costs of resources c o n s w d  in the process of producing 
current period revenue. Expenses are outflows or other exhaustion of 
assets or incurrences of liabilities or a combination of both during a 
period t o  carry out activities that constitute an enterprise's ongoing 
operations. 

Incidental Activities - Activi t ies that are an outpovth of regulated 
operations but vhid 8re not tatiffed. The rpeeifi~s that the 
aggregate revenue for incidental activities must not excaed one percent of 
a company's total revenues over a three year period. 
line-of-business activity and tr8ditiOndly treated u incidental by the 
company. 

Line of Business (LOB) - A product or service or group of products or 
services identified. managed and monitored separately 8s a profit, 
contribution. or cost center. As used in the JCO. LOB also includes any 
activity for which the company intends t o  increase resources as n 4 . d  to 
meet market demand. 

It also must be a non 
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CLOSSCJIY 

market Price - The price a t  vhich a product is sold on the open market. 
This inforution 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 
services provided to other members of the affiliated group. E--bL e lSouth uses 
urket rate in reference to products and services in compliance vith the 
FCC Rules, dthough the terms market rate and prevailing price are used 
interchangeable in the JCO. 

Nonremlated - All activities o f  a subject telephone company vhich are not 
common carrier telecouunications products and services subject t o  the 
tariff requirements as contained in Title 11 of the Communications Act of 
1931. as amended. and common carrier telecommunications products and 
services which are not tariffed by state commissions. hnregulated 
activities are grouped into five separate categories. As wed in the JCO, 
activities vhich have never been subject to tariff regulation and 
activities vhieh the FCC h u  preemptively detariffed are accounted for as 
nonryulated by the carrier. Activities vhich the ?CC hu detariffed only 
in the interstate jurisdiction, activities detariffed only in a state 
jurisdiction 8nd incidental activities are accounted for as regulated 
activities by the carrier. 

Outride Plant (OSP) - That portion of intrabase couunications systems 
extending from the u i n  distribution frue outvard to the telephone 
instrument or the terminal connections for other technical components. 

Rerulated - All activities vhich are subject to the tariff requirmnts as 
contained in title 11 of the Communications Act of 1934, or .re carrier 
teleconuniutions products and services tariffed by the state commissions. 

roducts and 

- 

Residual Expenses - Costs vhich reuin after previous assignments and 
attributions have occurred. 

time Re ortin - The methods used to identify and assign time vorked by 
+. emp oyees on different vork activities. 
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ATC - Affiliate Truu8CtiOn CIunge 
BSS - BSS Accounting Support b Rese8rch 

BSE - BSE Financial Accounting Hatters 
BFR - BSS Federal Regulatory 
BOCR - DOC Comptrollers State Regulatory Organizations 
BSC - BSC Regulated Accounting ?olicy 

BSC Subs. - BellSouth Corporate 8eadqrurters Subsidiaries, such u 
BellSouth D.C. or BellSouth Capital Funding Corpor8tion 

CM - Cost Allocation b n u d  

CM Rvs - CM Revisions 
Compr. - Comptrollers 
DC - D. C. Federal Regulatory 

FCC - Federal Communications Commission 
IA - Incidont81 Activities 
Interhpt. - Interdepartmental 
JCO - Joint Cost Order 
JCOCD - Joint Cost Order Compliance Documentation. This includes BSf'r 

'Joint Cost Order Compliance Documentation." BSC's .BellSouth 
Corporation Corporate Functins Cost AllOC8tiOn Colicy Guide." 
B5S't "Classifiution Letter 10-03 Accounting Concepts - Part 
64 Cost Allocation." etc. 
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LOB - Line-of-Business Research Ormiration 
Mise. Rev. - Miscellaneous Revenues 
nip - Methods and Procedures 
NR - Nonregulated 
Order - Any of the follovily: 

PMC - Product Humgement Council 
R - Regulated 
SB - Southern Bell 
SBC - Southern Ball Comptrollers 

SCB - South Central Bell 
SCBC - South Central Ball Comptrollers 

Report and Order, Memorandum Opinion and 
Order, Order on Reconsideration 
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~ A t t a c b n t  C 

mmouLRs REsPoNSIaILITIES 
FOR I u m S  PERTAINING TO rBt JOIHT AND W O N  CQR ORDER 

REPORTING SC8EDUX.E 

DESCRIPTION 

1. Status of 
Proposed 
Products 

2. PCC Ordered 
Product 
Deregulated 

3. JCO Market/ 
Cost Documen- 
tation for 
Affiliated 
truuac tions 

4. ACC 1606/7990 
Accounting 
Plans 

5. CAn Cost Pool 
Changes 

+ Text Change 
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RESPONSIBILIfl momJCT 

BSS Comptrollers Monthly 

BSC Conptrollers As Ordered 

BSP Comptrollers As 
i subsidiaries Required 

BSS Comptrollers & 
Required 

BSS Cemptrollers Ouarterly 
or u 
roquired 

or u 
required 

BSC Comptrollers Ouarterly 

WE DATE - 
to BSC, SQ FCC by 
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o f  the month of Otr 
k SB by lovo 

to  BSS by FCC by 
5yD after ICC date 
not if iution ordered 

to SB b SQ Upon 
vith initial Audit 
bill 

to BSC, SQ, N/A 
k SB prior to 
implementation 

to 1% 1VD of 
month prior to 
ra: filiry 
Revisions ICC 60 
Finalized days 
2VD prior t o  prior t o  
FCC filing use 

t 
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Plan 

13. Forecast 
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BSS Comptrollers As Required When notified N I A  
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Comptrollers E C  filing 

U S  Comptrollers Annually 5vD prior to # /A  
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Icc filing 

FCC filing k c  31st 
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Text Change 
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1st Otr 
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Xe8ion Letter 

Strorq I e c ~ e n d a t i o n  

It- NO. 6-0 
Attachment Xl 17-11-017BS nL 

November 6, 1987 

See Attached D i i t r i b U t l O n  L i r t  

BellSouth Beadquarterr, BellSouth Eaterpr i rer  , BellSouth S r r r i c r ~ ,  
South Central Dell, Southern Bell 

Vice Prerident - SmiOr Financial Off icer  

T r r a r a i t t a l  o f  BellSouth Corporate P l a n  

e . .  

Zhr Federal C-icatioae Colnirrion releared CC Docket no. 86-111 
(Order) 08 Febnmry 6, 1987. The Order, coaoaly referred t o  a8 
Part  X, cawed s i p r i f i c m t  *eo for  Southem md South Central 
Bell, md thorr BellSouth nonregulated m b r i d i a r i e r  w y e d  in 
a f f i l i a t e d  t r rpract iono with the NO telephone ecrpder. 

A re&iorml in te rdeparuent@l  Per t  X S t e e r l a  Comit te r  wae formed t o  
evetree the appl icat ion md laplmmtatiw o f  the Order'r 
r e q u i r a m t r .  (See Attaebmmt A f o r  e l i r t  o f  moberr.) One 
product o f  t he  colllnittee 18 the attached BellSouth Corporate Plea 
(Attaebmt D ) .  Zhir pl rn  PrOTid.8 A framework f o r  BellSouth rad 
a l l  o f  itr rubr id ia r ie r  t o  uoe in c w l y -  w i t h  the Order'r 
r e q u i r a c n t r .  

?lore rpec i f ica l ly ,  it .80i&ae the re rpoaa ib i l i ty  for  cooplyhS V l t h  
the Order'r reqpiremmtr t o  the appropriatr  DellSouth organiratlonr. 
huther, the plan call8 fo r  rpec i f i c  lacorporation o f  the p l m ' r  
r eqo l r aenc r  i n t o  t h e i r  depArtaeatA1 prac t icer  ead proeedurer. 

Zherefore, t o  -re f u l l  awarenerr md go promote compliance with 
the Order'. r e q u i r ~ e n t r ,  we requrrt that the p1.n be d i r t r ibo ted  
mad it. requirreutr incorporated into j o u r  affected o r g m i S a t i m '  
pract icer  and Droceduru. 
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B t L L S O r n  CORWRATL P U N  

1. CEnZEpAL 

A. MCKCROU?TD 

1.01 On February 6, 1987 the Federal Coammicacioru Comirrion (FCC) 
releared i t a  Joint Cost Order (Order) in CC Docket lo. 86-111, commonly 
referred to AI Part X. The Order ameba Part. 32 urd 64 of the 
Comission'r Rules, end ertablirher the requirsmentr r)ut a re;ulaced 
carrier muat meet if it inturds t o  ure its resources t o  provide 
nonregulated products and rervieer. 
affiliated tranraction requirementr for products urd rerviers provided to 
urd received from a reaulated carrier. An such, the requirements of the 
Order apply to Southern Bell (Sa) and South Central Bell (SCE), their 
rubridiarier, end a11 other BellSouth rubridiarier receiving producer and 
rervicer from or providing products and servicer to SB or SCB. 

The Order also prercribes certain 
- 
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B. PUPPOSL 

1.02 Thir BellSouth Corporate Plan (Plan) conrolidacer the Order'. 
requiremeatr and asrignr the rrrponribilicy for complyins w i t h  i t a  
requiremmtr t o  the appropriate or&anitatiow and/or deperumtr. 
proriaioar of this Plan should be incorporated into the rpecific 
depArtoent.1 practices @/Or procrdurrr of the effected organitacioar to 
m u r e  full awarenear md promote complionee with the Order'r 
requirementr. Zhroufi thir procerr, the ?ion fulfills i t a  purpore of 
providing e framework for BellSouth and its rubridiaries to comply w i t h  
fi requirementr of the Order. 

c. OVTPYIEW 

The 

1.03 Generally, the Order adopt. (1) coat allocation rtandards and, for 
certain carrierr, a requirement tha t  a coat allocation manual be filed 
w i t h  the C-irrion. (2 )  m l e r  for recording crauoactionr between 
re;ulated telephone companier and their corporate affiliater, and (3)  
accornrtiag procedures, audit requiremrncr, urd other implementation @ 
enforeaamt mech.nip.. The Order's rrqnirements affectin8 nonreaulated 
productr .nd sewicer offered in 1987 will be eddrerred by the Part X 
Implaentation A d T i I O r y  team in 1987 and early 1988. Thir Plan applies 
t o  new products and IerTicer offered after :987, and to productr and 
mewices that are preemptively deregulated by the tCC after 1987. 
Bacruse the ?ion spplier to 1988 and fonard, it calls for integration 
i n t o  departmental prsctices and/or procedurer t o  mrure mreaesr ond 
pramote a o i u c  compli.nce w i t h  the Order's regoiraaentr. 
of the ?l.n include: 

Key element1 

a) A that will help w e r 8  identify productr and 
services thrt are affected by the Order. 

I1oTIQ: Rot for urr or dirclomure outride the BellSouth 
Corporation except under written aaresment. Paae I 
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General m d  specific accoMt&u requirmmcs Prescribed by the -- 
Order. 

Requirements to incorporate appropriate sections of the P l m  
into the Product nana;ement Proceaa (or equivalent process). 
General and specific requiremmts tovernlng the allocation of 
costs. 

Specific requirements in the areas of Central Office Lquimmt, 
Outside Plmt, Incidental Activities, Affiliated Iransactions, 
Time Reporting, Income T u c s ,  Reporting and Auditing. 

Specific monitoring requirements u preserlbed by the Order. 

A discussion of slruatlonr that vould require revisions to the 
BellSouth COSt Allocation h U A l  urd B U h l S S i O n  tO the FCC. 

AssisBment of specific respoasiblllty for comply- vith the 
Order's requirementr t o  the various BellSouth subsidiaries md 
departments. 

Appendixes documenting rime reporting procedures, definitionr 
of key terms, state reportiag requirements, etc... 

D. COHPLIMCE PffPO~SIBILIIX 

1.04 The Part X Re;ional Steering C d t t e e  (Steer- Cmictee) vas 
formed in 1987 t o  oversee the  application urd implemmtacion of the 
Order's requirements. 
re8ioasl interdepartmental cross-section of department heads has primary 
overri&ht responsibillcy for implementinc the Order. & AdViBOXy Team 
and nmerous task forcer made up of intercompmy, interdepsrtmental 
subject matter experts supported the Steerlu Comlrtee in lmplemmci!u 
the Order's requirements. 

1.05 This P I m  VAS approved by the Steerlag Comfrtee ln 1987. 
their approval. the Steering Cornittee members accepted responsibility 
for intearating the appropriate P l m  sections into their departmental 
practices mdfor procadures by J u ~ u A ~ ~  1, 198a. 
no earlier than 4th Qtr.), the Steering Comittee, AdTiAOrJr Tesm, ud 
supporcixu task forcer vi11 be disbmded, and each Affected depArtmmt 
vill be responsible for complimce vith the Order's requiraenta U 
docmmted in this Plm. Also, the Inrerrul Auditing depArtmentB Of 
BellSouth .nd 1tS subsidiaries vill audit depArCmental complimce W i t h  

the  OtdLr'D requirements AS diacussed in the Auditing section of this 
P1.n. 

(See Apper~dfx A for a list of 8mberB.) Thia 

ThrouZh 

Hence. in 1918 (probably 

1.06 
form1 spproval by the  Steerin8 Comittee in 1987. 
affected by this P l m  must incorporate the rarioua P l m  requircrrrts into 
their practices mdfor procedures in 1987 in preparation for 1988. 

The Plan applfes to 1988 and forward. m d  became effective upon 
The dep.ycmentS 

.. 

ROTICE: Rot for use or disclosure ouzaide the BellSouth 
Corporation ucept d e r  vritten aareement. P u r  2 

..L.~__ - . ,. . . 
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1.07 Ihir Plan vi11 be incorporacad in to  a BallSouth ~ 8 S f O ~ a l  Policy 
L8tt.r t 0  b8 188U.d in 1917. A8 rUCh, it 18 th8 r88POUSibllitg of the  
BellSouth (BSC) Comptroller'r d8part88nt t o  r e c w m d  rrvirlona rrrd 
updater t o  the  Plm u necerrary. The revired Pr~ion8l Pol i cy  L8 t t8 r  
vi11 thm be di8tr ibuted t o  the affeCt8d orSmirat ioPr  for  incorporation 
into t h c i r  d8parta88tal p rac t ices  md/or procedure8. 

1. IRPOOUCTIOI OF 1M PPOOUCTS OP SERVICES 



.. 
2.03 Pevmuee and u p u u e s  relatin8 to incidental activities and 
deregulated interstate intWUeh.cy@ carrier billin8 and collection 
activities shall be accorded regulated accountin8 treatment. This mew 
the  tranaactiom vi11 be eccormeed for ae regulated operatiom for the 
Order's purposes, and vi11 eubsequently be identified as deregulated in 
the Separations processes of Part. 36 <Or 6 7 )  and 69 o f  the C-ieaion's 
Pules. 

2.04 After the cloee of books, inveataenta md upennee aS.OCiAted via 
activities vhlch shere coa8non resourcee vi11 be ensigned and allocated 
between reguleced end non-reguleted operatiom pursuant to the procedures 
described in the Cost Allocation section of this Plan. These 
nonregulated amounts vi11 then be deducted from the operatiry ~CCOID~C 
balancer, leaviw only the regulated amo(IDts for procesairy throw 
jurisdictional separecloru (Part 36 of the PCC's Ruler). 
provided ae Appendix C to illtutrate the gensric flov of eccountiry deta 
under this Plan. 

2.05 
are not subject to the Order. Althoulh the states vi11 not be required 
t o  uee FCC procedures for intrastate r a t c u l i q  purpoees, the Order's 
rules may form a useful guide for those seatea electiry t o  follow a 
regulatory epproseh similer to the one provided for in the Order. 
states elect to employ different coat allocation Dethode f r m  those 
specified in the Order, those methods will datemine the inveauent rad 
upmar uomrta  u s i a e d  t o  intrastate nonregulated acti+itiea. It is 
t h e  rerporulbi1ity of SB end SCB Comptrollers to Commicate  state 
specific changes to BSC Comptrollers for eonrideration rad revision to 
the Regional Policy Letter. 
of an accountin8 nature, BSS Comptrollers will C O O r b i M t e  w i t h  BSC, SI 
and SCB Comptrollers, and BSS Fixuncial Synt ru  t o  develop stete specific 
cost allocation plans. 

2.06 - The BellSouth Coat Allocation Nu~ual (Un) vas 
filed vith the K C  on Augtut 11, 1987, and, w i t h  eny modificetiom 
required by the PCC, will be wad u a generic accoamtiry plan for a11 
future nonregulatsd offeriaua. In the event chat a new md amique 
aerviee-specific accountla plan is required, BSS Comptrollers vi11 work 
vith the Comptrollers groups in BSC, SB .nd SCB, and WS ?inancia1 
S y s t r u  to develop such a plan. 

A chart is 

Investment and upenre amounts pertainiru t o  intrastate services 

Should 

Because any state specific chuues will be 
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c. IuLIcFTInc UIPICATIORS 

2.07 
costs merit amique treatment because they may h.Te characteristics 
different from other coets. 
aerviees d e s  it likely chat marketla expmres will benefit 
nonregulatrd activitira t o  a diaproportiorutrly hiah degree. 

- The Coolaiasion concluded thee marketin8 
The tcC believes the effort t o  market n w  

=ICE: lot for use or disclosure outside t h e  BellSouth 
Corporetion except m a r  vrittm agreement. Page 4 
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2.01 The Order defines common marketin8 COICI a i  a l l  amomte recorded 
Part  32 aecolmtr 6611 (Product Hanagmeat). 66U (Sales) end 6613 
(?reduct Advertising), and some amounts in 6623 (Customer Services) .nd 
6722 (Zxtemal Celrcionr). Deteiled function codes a re  neeeaaary within 
the  l a t t e r  two ac~olmts t o  d i f f e ren t i a t e  between market- rad 
noa-urkecing costa in the accocats. 

2.09 Aa uplained in the Cost Allocation reetion, a l l  applicable 
u r k e t i r y  Coats must be d i r ec t ly  aari&aed or  a t t r ibu ted  00 e coat 
cawat iona l  basla t o  e i the r  regulated o r  nonregulated a C t i T l t i e S .  &y 
residual u r k e t i n g  u p e a s e s  w i l l  ba considered coIQn, end aaslmed to 
regulated o r  noaregulated based on the r a t i o  of d i r ec t ly  aerlgnrd end 
a t t r ibu ted  u r k e t i n g  coacs (mrkecing general a l locator) .  In c w t i u  
this general a l locator .  the u D m r e  data from t h e  three (3) month period 
endin& two  (2) sentha before the current month mat be used within 
BellSouth. Further, the Order prescribes slgaif1c.nt t h e  report-, 
record retent ion d t re in ing  t*OUiremntS en Market iq  peroonael. Thee 
requireaentr are  dlecuaaed in the Time Ccportlng rubeaction of thin ?lm. 

2.10 Additionally, nonreIulAted wage of cen t r a l  o f f ice  equipment (COE) 
and outside plant (OSP) muse be f o r e c u r e d  as preecribed by Secrion 
64.901 of the,Cormiasion'r Itules. A l l  nonrrgulated . C t i T i t i r S  vhieh 
purchase ta r i f fed  aervicea from SB o r  SCB must do eo at t a r i f fed  
races. 

2.11 Regarding pr ic i fu ,  the rtC atated chat "it io not our purpoee. nor 
a u l d  it be our purpoae, t o  aeek t o  a t t r i b u t e  eorto to par t leu lar  
n o r ~ g u l a t e d  activities for  purposes of eatabllahlng a relrt lo2uhip 
between coat and price." Althoua nonrrgulated a c t i ~ i t l e a  mat bear a l l  
nonregulated co8ta9 f u l l y  allocated coating methodololy l a  not i n t d e d  
to be w e d  in prescr ibiry pr ices  for  individual nonregulaced services. 
The FCC aroids even the appearance of doing so by r8quiri11& t h e e  ~ O s t e  be 
diatribuced to the regulated end 80nregLIlAted coat objectives for  eech 
coat pool in the aggregate. 

2.12 For incerar l  BellSouth wagemeat purpose., the principler 
prescribed la the Order w i l l  be w e d  t o  apportlon coats -088 particular 
regulated o r  nonregulated products o r  errvicea for  line-of-buaiaua 
report-. (Reference BellSouth Iegion Let t e r  1 7 4 7 4 2 0 M .  dated July 
23. 1987.) EoweverD thla reporting 10 not inteaded to preclude 
BellSouth from pricing individual mUregUht8d product. o r  eervicee in 
my wry d88med aeeesrary. 

2.13 
rervisrs is accoapli8had through intrrdaparCMenta1 groups within MS, SB 
and SCB ae direccrd by t h e i r  reapectlve Bkrketifu and llecwrk 
orgmisat ionr .  The groups par fom deve lopen t  end dO1lTWY fmcti-  
throw the ?toduct Iluugemeat Procras (?H?). 

2.14 The multi-phase ??I? (or s imilar  proeerr)  and Che interdep.rt.mt.1 
teama must incorporate within t h e i r  de l ibera t loar .  d e c l m i o n - u k ~ ~  
r e rpoa r ib i l i t l e s  the impacer of the Order f o r  f u l l  a l loca t ioa  Of Cost8 
uaociated vich regulated and maregulated actirltieo. Io par t ia l . r9  

- The introduction of n w  products .nd 

=I=: not f o r  w e  or  dlrClO8Ur8 outride the BellSouth 
Corporaelon ucept  a e r  writtea y r e a e n t .  ? y e  5 
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forecasting, time reporting, affili.ted tr.nraetions. d invesumt 
allocscioa procedures are aff*Cted m d  must be modified t o  ~CCO=Odate  
the provisions of the  Order. Furthere etart-up costs (those costs 
incurred t o  plm, develop md iaplrmenc a noaregulated activity) m u c  be 
eeparscely identified md char8ed t o  the noare8ulated activity AS 
provided for in BellSouth Accomting Eullng l o .  87-002. 

-. 

2.15 Successful implementation requires thAt the inrerdepartmentai t a w  
draw heavily on the expertise within the Comptrollerr orr.nizstioor of 
BSS, sa and SCB, and BSS Fin~CiAl System t o  define the proper 
aceomring pllru, lnterface with the appropriate r c c o u a t ~  systems, 
eaoure accurate clarsifiestion of costs for tracking purposes, m d  ensure 
overall auditability of the nonreiulated activities. 

3. COST &LOCATION 

A. CEMEFAL PEQUI-S 

3.01 This section docments the various coot allocation standards 
required t o  separate reiUlAt*d .nd noareiulated invesuents m d  
expenses. 
entities within aellsouth that have buoiness deal-. w i t h  SB or SCB. 

Three cost .110CAtiOn stmdarda apply t o  a11 business 

3.02 As diacwaed earliers noareiulated cost. are defined as those costs 
of act iv i t ies  vhich luvc never been subject t o  reaulation u 
eo9amicationr col l~on carrier offeri~us, d costs of preeaptively 
deresulated activities. The Order prescribe. AU attributsble cost method 
of fully distributed coats between re8ulat.d rad noaregulated activities 
(1.C. A S 8 m C S  that A Cost CsUS.tiW Itdug. UirCS). 

3.03 Under the attributeble cost method, costs e m  be either directly 
sssiinsble, directly attributable, indirectly sttributablc or 
uaattribueable t o  tegU1Atd d nonre8ulat.6 ectivitiea. 
md resources w e d  uclusively for re(u1aced or nonregulrted activities 
are directly Assiwuble t o  the appropriate activity. 
resources ere directly attributable if direcc measures of cost causation 
uisr for apportioament between reeulatrd oad norue8ulated activit ies .  
The wages of a r e r ~ i c e  order clerk who processes both regulated md 
nonre8ular.d activities io  a example of a directly attribuCAbh coat. 

3.04 Coots of assets rad resources uoed jointly t o  provide resolaced .ad 
nonre&ulstod activities are indirectly attributable if a indirect 
meaonra el eosr cawarion must be used as e surrogate beceuse a direct 
meaenre of coat causation does not  u i r t .  Zhe indirect supervision of 
t h e  Above service order clerk is m W p l e  of .n indirectly ettributable 

Costs of shared aasets .rrd resources are rmrttributable if M 

Coeta of aseets 

Costs of u s e t s  md 

Cost. 

3.0)  
direct or indirect measure of coot cawstion uistr. 
are apportioned based on an rCC prescribed general alloutor. 
of the Chief Executive officer rad his m e d i a t e  oupport rtsff ia m 
example of rmrttributsble costs. 

Thore a h r d  costs 
0Al.W 

IlOiICZ: l o t  for w e  or dimclooure outside the BellSouth 
Corgoretloo ueept under written a8reaent. 
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3.06 In esrigniry or allocetiw costs to regulated and nOaregulst8d 
ectivities, the followin# hierarchy muat be adhered to: 

- I  .. TariffeC rerr-!:es provided t o  a nonregulated a c t i v i t y  vi?l be 
charled at the tariff rete end credited to the  regulated 
revenue eccount for that eerrice. 

Costa shall be directly assigned to either reguleted or 
nonregulated activities to the m u i o t a  ucmt possible. 

COJCB vhlch cannot be directly e e s i g e d  to either regulated or 
nonregulrted e c t i v i t i e s  will be dereribed ar comon costs. 
Comon costs shall be grouped intc hooogmeoua categories 
designed t o  frcilitrte the proper ellocrtion of coats botveta e 
carrier'r rclulated and nonreguleted ectivitier. tach cost 
category rhall be allocated betveen regulated md noPtegulated 
eetivitier in accordance with the folloviq hierarchy: 

2)  

3)  

Whenever possible, c-on cost cate~orier are t o  be 
allocated based upon direct aaa1jliI of  the origin of the  

Whenever direct analysis i s  not posrible, c- cost 
categories shall be ellocated based upon en indirect, 
cost-causative lialugr to another cost category (or group 
of cost ertegories) for vhieh a direct e s s i ~ m t  or 

when neither direct nor indirect measures of cost 
causation can be found, the eoet eetegory shall be 
allocated based upon e gonerel allocator. The general 
allocator shall be computed by us- the ratio of a11 
u p s r e r  directly assiwed or ettributed to regulated end 
aonregulrted activities for the three (3) month period 
endiq two (2) month. before the curreat month. 

Costs thmSelTe1. 

allocation 11 Available. 

4) me allocation of contra1 office equiprent ( C o t )  and outside 
plant (OSP) inves~amt costs beeveen regulated and nonrmguleced 
activitier shall be bared upon the relative regulated and 
nonreguleted usage of the investment e t  the  hi&hOst forecast 
relative nonrcgulrced usage over a three (3) year forecest 
period. 

3.07 Aa o f  January, 1911, my usage o f  OS? fecilitirr by the 
Moregulatrd act iv i t ies  11 u p e c t e d  &o bo billod a t  SB rsd SCB'r tariff 
rate. Therefore, ell OS? costa la SB and Sa are upectrd t o  be usilned 
to the regulated entity. In the event no~tegulrted activities require 

NOTICE: Sot for use or disclosure outside the BellSouth 
Corporation u c e p t  wder vtittm egrra.nt. ?age 7 
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the  use of OSP fscilicies not cover.ed by-:sriff. A forecast o f  the 
nonregulsted usage AI prescribed in SeCCiOn 64.901 of the Comiaslon*. 
nulea will be raquired. Thia forecast, .loa with the C W  forecast, is 
dircuased in the Special Comideraciolu aectioa of chi# ?la. 

c. cosr wou 
2.08 
t h e  rstemakirU process be separated into reculated end nonregulaced 
components. 
hierarchy diacuaaed Above. 
from more than one origin, che first atop is t o  aeparace the aceolmt into 
cost poola baaed on the origin of the coats. The resultant coat pools 
are then directly aaaigned or allocrted t o  reculaced W o r  nOrYyulated 
act ir i t iea .  AS appropriate. This aection definas t h a  group8 t h ~ t  will 
have o r y o i u  rrsponaibillcy for evaluating rad proposlnl c o w  pool 
definitiOM, coat pool AaSi8l?SCllts, and other related methods. 

3.09 hrriag 1987, the Part X Cost AllOCAtiOn task Force aad t h a  ?art X 
ForecastirU taak Force reviawed each affected aaset aad upease 
acco(mt, and developed appropriate coat pool8 LO saparate the re:ulatrd 
and nonrrgulaeed costa vithia each aeeomt. r)lrae coat poola, .low 
with recomeaded methodology t o  drive costa i n t o  ud out of t h e m  pools, 
are documented in the BellSouth CAM, filed vith the X C  on Awust 12, 
1987. 

3.10 the non-network Coat pools were a180 aocmmted in the Cost 
Allocation Task Force Report, raleaaed June 5 ,  1917, aad wars isrued as a 
C-Letter in late 1917. The C-Letter will continue to be the medim for 
dsscribiu the am-network method.. 
methodology vill be proposed end doermeneed o n & o i a  ria A Joint effort of 
BSS Comptrollara and BSS Network. 

I t  O r e i t  rcqcires ehre each aaseC- and expenae eccomt affectim 

This must be accomplished by m e w  of the araigament 
Since moat a ~ c o w i t s  contain costa arisiu 

Network eo81 pool8 rad aaailrupmt 

3.11 
acciritiea that u i a t e d  a t  that time, the irrtroduetion of Additional 
nonreculated a c t i r i t i e a  raiaea the posaibillty that the u i a t i r ~  cost 
pool confi8uretioru M y  not be AdeqUate. Therefora. a8 part of the 
Product ?lAaag=mt Proceaa dlscusaed in che Herkecily 8uificatimaa 
rubarction of this Plan, U S  Comptrollers m d  BSS Retwork will evaluate 
the uistiag coat pool configurrcioru for a11 nw-necwork and network 
aecormta, reapectirely. vhen a nev aonregulatad product or 8eWiCe is 
proposad for SB or Sa. Also, uy department or orgml.aciolr that P l W  
t o  develop nev producer or services vherr there i s  not a ?roduCt 
?lAaag=eat ?roc... abould contact BSS Coapcollera end U S  Retvork for. 
eralustion of the u i a t i n &  coat poola. 
i n f o a  BSC, $6 m d  SCB Cocptrollers of the reaultr. I f ,  u a ruult of 
there er.1u.tioumS chancer ara propored to the uistia8 COBC pools, BSS 
bmptro1lerr .hould coordiruca the 
Comptrollers, BSS Financial Systrar. SB and SCB Bpdaeu, SB aad Sa Hmm 
Ieaourcea, rad BSC t i P . r r C i A 1  !haaamenc. 

I)ecAuae these cost pools vere developed coruideri~ oonra8ulated 

U S  Co8ptrollers vill then 

w i t h  U C ,  SB .nb SCb 

IlotItt: Rot for use or disclosure ~ u t a $ r %  the BellSouth 
Corporation ucepc  d e r  wtlttm y r e a a c .  
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3.12 If the proposed cost pool chuuee are adopted, BSS Compcrollerr 
and/or BSS Network vi11 actually update their rrrpeccive dOCuentstion 
(i.e., the C-Letter or Rework methods). BSC Comptrollers vill rvslruce 
the ehuues for potential revisions t o  the CAM and u i r t i a g  reporting 
requirements. SB and SCB Comptrollers, Budart.. and BSC liruncisl 
Menasement vill make necessary ehuues for interrul reporting md budget 
creckiw; wnile BSS Financial Systems and SB and SCB iI- hsosrces viii 
make necessary system c h ~ w e s  and UpdsCeJ to Job Fuaction Codes. 

4.  SPECIAL CORSIDEEAIIORS 

A. 

4.01 - The Order rrquires the use of 
forvard-lookirq investment rllOC~tOrS for COL md OSP. This m e u u  the 
allocetion factor shall be based on iorcer.rcd relative nonregulrtsd use 
as prescribed in Section 64.901 of the Comlrrion'r Rules, not 
nonre;ulseed use. Also, the Order restricts the slloescion rule so 
t b t  without a vsiver, the nonregulated investmmt within an investment 
category cumot  decrease from one year to the next. 
penalties are specified for m e  in the esse of miderforscasting 
aonregulaced investment. Further, monitorin8 requirements are included 
in the so that ectuel results vs. forecasted results can be 
tracked. These monitoring rrquiruencs are discussed in the noaltoria# 
section of this Plan. 

4.02 - The Adainistrstire, Local Ares md 
Harket Oriented (Integrsted LATA P l u m i u  (SB), Cuotomer Iti&-Speed 
Integrated Platmiry Process (SCB)) forecasting frmctions reside in Sa's 
Zxecutive md SCB'r Oprrrtions P1.r~ md ?erfomaace oraanizatioaa. 
There frmctioaa produce forecasts for revenues and d d  levels at the 
state. company. vir8 Center urd outside plene level eolleerively. They 
also provide a market oriented forecast based on input from Harketing, 
specific research, industry, md product profiles. There forecasts are 
provided to BSS, SB and SCB Harketiru, Retwork md Distribution for 
deploment of COE and loop (OSP) facilities. 

4.03 The forecast for rrgulrted end nonrrgulaced usage of COE (md OSP 
if necessary) vi11 be accomplished by the identifiescion of regulated end 
nOaregulst8d componeacr of each indiTidU.1 produce or service by the  
rpecifie Product Core Tern chaired by the U S  Lhe4f-BU8in8aS product 
u r m ~ e r .  'zhh.8. components, based 00 percent regulated md percent 
n00reaulst04, will be applied t o  the specific producr/serrice forecast 
produced by the or~enitatiow stated above. This process provides 
forecsscs of both rrgulrcrd uad Ironregulated u8.W by prodnct/rervice. 
'zherefore, U S  Line-of-Duoinrss i s  rrrgoarible for forecutfry the 
regulated and aonregulsted uryr of COL (and OS? if necessary) u it is 
prescribed by the Order. Also, IUS H a r k e t a  Operations uad DtTelOOomt 
is rrsponrible for coordilutfry the forec~rts for deplment of COL .ad 
OSP vlth the forecasts of regulated and nonre&ulsted usage la order t o  
provide infomcion t o  the cost recountin8 system (W) in s workable 
format. 

Q R U L  OnICZ EQUIPI'ER ARD OIX3IDE PLAlfT 

Si~ifieent 

. 
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4.04 
cost pools for  cer ta in  COL investment. The r e s p o n s i b i l i ~  for  developiu 
md m~int~laiw updated netvork models v i l l  be vith SB rad SCB Wetvork 
a i n e e r i w  or;mitatlonr.  
the spproprlacr methods for  t h e  netvork models, ead di rec t  mb u r i m i l r t e  
the sccloitles of eppropriste state  r r y i n e e r i u  orgmlra t lons  necessary 
LD bu:lJ tht moaeis m d  provide the required data t o  CAS. 

4.05 and - Upgrebes md .CCelerAted 
replacements of older f a c i l i t i e s ,  undertaken primarily for  the  b m e f i t  of 
nonregulated accivitles, w i l l  be assigned d i r ec t ly  t o  the nonregulaced 
services. Therefore, the suthorisecion f o r  upgrades urd ACCderAted 
replacements should document vhy the  upgrade o r  raplacmeat  var 
undertaken. Iecvork P l u r n i r y  L Budgets in SB and I e c w r k  ?l.naiw & 
Lagineeriw i n  SCB is responsible for  completing thlr  d o c ~ m c e t i o n ,  a d  
aocifyinr  51) md SCB Comptrollers vhm upgredss d / o r  rep lecmmtr  are 
made primarily for  the benefit  of nonregulated actiTitiss. 
Comptrollerr vi11 then Mk. the Appropriete a d j u r u m t r  ea necessary. 

B. I ICIDERTAL ACTIVITIES 

The cost  al locat ion process r e l i e s  upon necvork models t o  develop 

There a i n e e r i w  orgmisat ions must develop 

SB aid SCB 

4.06 The Order provides thAt cer ta in  activities "never subject t o  
regulation" vhich qual i fy  for  inCidmtA1 tresumt vi11 be e laes l f ied  AI 
regulated ectivltier for  a c c o t m t ~  purposes. 
purpoees, SI d SCII a r e  required t o  record and leave in the r e g s l a c d  

4.07 The Order prercribed that a l i s t i n g  09' 1neldmtAl activities be 
f i l e d  in the Cnn. The sctlvltirs had t o  meet the f o l l w i n g  criteria t o  

Zhis means for  report- 

eCC0-C. COOtI d r rVmU.1 A8.OCiAted V i t h  iacldmtA1 A C t i V i C i W .  

be eccorded inCfdmtA1 ItACUI: 

A )  The activity must be m ourgrovth of r rgul r t rd  operations. 

b) The sctlvity must be e non "line-of-business." BellSouth 
in t e rp re t r  s line-of-business t o  mem my ectlvity t h ~ t  SB or  
SCB intends t o  increase resources as needed t o  meet market 
dmmd.  

C )  i h e  A C t i V i t g  .IUt hAVe bem t r a d l t i o m l l y  CreAted A 8  b C i d 8 B t A l .  

d) Ieveauer from l n c i d m t e l  activities C I M O ~  1x1 t h e  48rege te ,  
u c e e d  one (1) percent of the compuw*s t o t a l  r e ~ e n u e s  
(r8gUlACed m d  nonregnlated). 

4.08 
t h e  Cnn e m  be upaaded. If nev sctivitles c l s a r l y  meet the above 
c r l t e r l e ,  or if the nev ~ c t i ~ 1 C Y  ir alrsady be- A C C O r b d  ineide8t.1 
SCACUS by another c a r r i e r ,  BellSouth v i l l  PrObAblY A C C ~ C  f o r  tho 
activity as an inCidmtA1 activity. 

It is mticipated thrt the  llst of iacldentA1 ~ c t i ~ i t i ~ ~  fl led fn 

Uc Comptrollers vi11 u*r thf. 
determlaAtlon After dirCU8SiOM V i t h  SB .nd COMptOllrr8. 

IronU: not for  use o r  d l s c l o m r e  o u t r i d s  zhe Bell:&h 
Corporation a c e p t  mder writtrn areaeat .  
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4.09 
SB rad SCB a re  raapoorible for  not i fyin8 U S  Comgtrollera of a11 nev 
~ c t i v i t i ~  that a re  bein8 offered. 
nw offeri-a vlth BSC, SB end SCB Comptrollera for  potential  ~~pd~tm of 
the  Cnn rad i nc lwion  in the monitorlac proeeaa. 

To CIuure appropriate A C C O m t i B C  treatment, A 1 1  deparmenca v i t h b  

U S  Cooptrollera Ahould r e v i w  a l l  

The monitorin8 of 
1nCidmt.l ACtiVitieA 11 dtscuaaed i n  t h e  M ? & i t O t ~  rection of this ?la. 

C. m I L I A n D  rpARSACTIOlS 

4.10 - The FCC'a goal in e a t a b 1 i a h i ~  etradarda for  
t r u u a e t i o o r  beeveen a f f i l i a t e a  i r  t o  pravent ratepayera from A U b a i d i t i ~  
Imregulated activitlea through improper t r u u f e r  prieiac.  The 1t.adArd 
for  these A f f i l i A t r d  t raaaac t iow l a  the tariff pr ice  o r  A generally 
avai lable  pr ice  (AI provided for  in CC Docket lo. 86-111, Order on 
Oecowideration, releared October 16, 1917) held out t o  the  general 
public in the  n o m 1  courae of bwiners. 
A T A i h b h  pr ice ,  AIIALI t r u u f e r r e d  from the regulated t o  the 
nonregulrted e n t i t y  a re  t o  be recorded at  the higher of net book coat or  
f a i r  UrkAt value. maeta t r m r f e r r e d  from the UOnregUlAted t o  the 
regulated entity a re  t o  be recorded a t  the lwer of net book coat o r  f a i r  
u r k e t  value. 
from ACCO-C 106 (Part 31) o r  accotmt 1406 (Part  32) AI regoired by the 
CoPiIIion'. m1aa. 

4.21 The Comptrollers orgenirationr in SB ud tCB a re  raapanrible for  
i w u r i a c  t h ~ t  aaaet t r u u f e r a  comply w i t h  the above atmd.rds. Alao, 
su f f i c i en t  docrsmtation (e.@. compariaonr t o  f a i r  urket value) relevrat  
t o  such t r m r f e r r  muat be retAin.6 by the  Corporate Reports of f ie ra  in SB 
rad SCB Comptrollera. 

4.12 Aaaeta aold o r  t rmufer red  t o  a f f i l i a t e a  aha l l  be recorded in the 
appropriate operatlac ACCOMU A C C O ~ ~ ~ ~ S  t o  the nature of the 
t rmrac t ion .  *nJr potent ia l  dWiAtiOB froa theae a f f i l i a t e  truufer 

4.13 of ?- - Tariffed aervices aold t o  cnuegnleted 
a f f i l i a t e s  are trmrferred a t  the tariffed amown vith revenuer recorded 
on the regulated books. 

vi11 be recorded a t  the u r k e t  r a t e  on the regulated entity's books. 
Yhm -egofated a f f i l i a t e r  provide ahared aervicas t o  rem1at.d 
a f f i l i a t u  t h ~ t  are not bein8 provided t o  m f f i 1 i A t . d  entitlea, the 
COI~A m u g  be uai-ed, Attributrd, o r  allocated in A u n n e r  that 
eoapliea vith the arudarda and procedures f o r  the arsi&UDent. 
a t t r ibu t ion  o r  a l loca t ion  of coats  bewren the regulated md ocnregulated 
operations of the regulated affiliate. 

4.14 BellSouth i n t r r p r e t a  the metricer .rd r p o p l i u  aectiolr o f  the Order 
t o  include aervices,  product. .nb a o g p l i u .  Zhio ~ C ~ A I I U  the 
provision of inventory itma md other  servicu provided Ut t o  SB .ad 
S a .  mther, BellSouth rim the w e  of Authoriw Coder b7 Us AI 
doerrented i n  Apprndlr B of the 

Rot f o r  w e  o r  discloonore outride the BellSouth 
Corporation r r cap t  W e r  n i t t e n  asremaat.  

F81W W914 

Abaent a tuiff or g m a l l y  

There aame I t u d A r d I  apply t o  u a e t a  t rmuferred t o  or  

A t m d A r d .  MWt be diICp.Ad V i t h ,  md ApproTed by U C  CmtrOllerI. 

Services md supplier t h ~ t  an cnuegulated 
A f f i l i A t .  provide1 tO a f f i l i I t e d  entitie0 ud re8cllAt.d A f f i 1 i A t . A  

Ilona: 
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and If6 -U as co8plYiat w i t h  the  - 
stladarda s e t  forth in the  Cost Af1ocation sect ion of t h i s  ?ha. 
significmt change in the use of AuthoritY Codes W BSS for products or 
sewices provided to SB or SCB must be discussed with, And approTed by 
BSC Comptrollere. (At the time of this writing, the  interpretations in 
this paragraph are M b e r  review by the Part X Implaencation T u k  
Forcer. HOWeTer, no sigaiflcmt e h q e s  are mticipatad.) 

4.1s Further, all affiliate t r ~ a c t i o n ,  between SB md SCB, a l w  with 
associated methologies, were reviewed in 1987 by the ?art X hgulatory 
Task torce. 
were made in 1987 as a rnsult of this review. In 1988 d thereafter, 
additional offrrl-s of products or services t o  SB or SCB by tmregulated 
affiliates must be discussed with BSS m d  BellSouth Enterprises (ME) 
Comptrollera. 
SCB's ex is ti^ methods m d  procedures t o  effect the offeri-. 
Comptrollers will evaluate the  adequacy of the ~ e g u l r t e d  affiliates' 
methods md procedures t o  ensure complimce w i t h  the cost allocation 
stmdards of this Plan. The results of these evaluation, vi11 thm be 
communicated t o  BSC, SB sad SCB Comptrollsrs. 

D. TI= PLPOPZIllC 

4.16 

h y  

All &urges in procedures necessary t o  comply w i t h  the Order 

BSS Comptrollers will eveltute the adequacy of SB .nd 
BSE 

- The Order Mintaim ChAt both positiTe ti.. 
reporti- (RE) and exception time reportiat (-1 are aceeptabls d e r  
the appropriate circcrrtmces. Iegardlrss of vhich method is Umrd, time 
must be reported in increments of one hour or less. Also, a description 
of the reporting methods used to capture .nd allocate nonproductive time 
i s  necessary. lonproduetive time includes vacation, ai& have, brrrlu, 
adainircrstive a c t i v i t i e s  d conference#, inforul job inseruct ion d 
other a c t i v i t i e s  not directly related t o  the aployee's desiguted 
project. 
the methods by which such tlme i s  allocated m t  be uplainad. 

4.17 for regulatory lad various endicing concema, supporting 
d o c m ~ t A t i O n  muat be retained for one calendar year 
cost or activity i s  incurred. All relevme rrporcr, includiat telephone 
urd appoinUent logs, notes kept by aployees aud Maagers, m a 0 1  .nd 
other correspondence are necessary to corroborate time reported. 
FUrther, the Order requires that aployses rsceivr adequate train- in 
the areas of time reportiat. 

4.18 p - Due to thn eaphasie the X C  placed on 
time reporti- in general, .ad on Marketing time reportiat specifically, 
the BallSouth CAM filed with the fCC in 1987 devocad twelve (12) pages t o  
this topic.  Thsse peges s w r i s e d  the  various time report- - S t m e  

Bethods prrd to time report, ways of capturiu nonprOdUCCiTe time, record 
retention procedures, .nd trainiw condocted Within SB sa. m S  
I l m  incorporates ths u)( section on time report- in its entirety as 
Appendix D. 

Further, if not all nonproductive time i s  capcurad throU8h m, 

the year the 

W I C E :  lot for use or disclomre outride the BellSouth 
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4.19 E a t a b l l a h i u  and malntalnin; tlm a p o r t i a g  review procedure., -.a 
record raceat ion requirements, aad.adequate t ra ln in ;  aa diacuased 
~pp.ndLx 0, 1s t h e  rCSpOMibiliW of every dcparcmmt and or;.nization 
vitEin BSS, SB m d  SCB (1 .e.  network, na rke t i ry ,  Cotaptrollera, LcCa1. 
rinaacial Syateas, 8 t C  ... 1. A l a o ,  theae deparcmcnta and or&.ni ra t iom 
.re reaponrible for incorporatin; record r e f m t i o a ,  t r a i n i r u  and review 
procedure. into t h e i r  departmental Pracr lcca and/or procedurea, m d  
complylac with them. 

4-20 The review proccdurca msat include auperr laory revleva. maa;emeat 
c e r t i f i c a t i o n s ,  m d  other  apee i f ic  atepa diacuaaed in Appmdlx D. Source 
da ta  with aupportin; documentation muat be r e t a ined  f o r  a t  least one 
ca1cnd.r year  the  year the  documentation l a  incurred. Local 
mana;ement ahould confirm the adequacy of retention proccdurea by 
per iodic  r c r i f i c a t l o n  of individual raployec‘s  recorda during the  normal 
review proccaa. Further.  individual o rgmi tae lona  are in  the  beat 
poai t ton t o  asmsa day-to-day t h e  report i -  r e r u l t a  and monitor the 
a r r i v a l  of new peraonnel t h a t  will requi re  trainirq. 
department sharea a aecondary r e a p o n r l b i l i t j  f o r  t r a i n i n g  in t h a t  
appropriate  t r a i n l r y  mater ia l  muat be aVa1labh f o r  the uaer groups. 

4.21 Any charye t o  theae requirements muat be dfscuaaed with BSC 
Comptrollera f o r  update t o  t h e  Plan a a d  posaible  Update t o  the  CM. 
UpdAtCS t o  the  CM a r e  diacuased i n  the  Coat Manual Update. acetion of 
this P l r n .  

E. IRCOtE TIXES 

4.22 n e  Order atatea “Income taxea ahall  be a l loca ted  -0% the  
reculated actlviriea of the c a r r i e r ,  its nonrcgulatcd divlaioaa.  md 
mrmbera of m a f f i l i a t e d  ;roup. Under c i r c w t m c e a  in which income 
t u e a  a r e  determined on a ccnaolldated ba.1. by t h e  c a r r i e r  urd ocher 
membera of the a f f i l i a t e d  ;roup, the  income tsx crpeaae t o  be recorded by 
the  c a r r i e r  Sha l l  be the aame aa would r e s u l t  if beremined fo r  the  
c a r r i e r  acpar r te ly  f o r  a11 time periods,  u c e p t  that .  the tax e f f e c t  of 
carry-batk m d  CarrY-fOnatd operat izu loaaea, inveacmenc tax c r e d i t s ,  or  
o the r  t u  c red i t a  I t ae ra t ed  by opera t ion ,  of the carrier aha11 be 
recorded by t h e  c a r r i e r  d u r i u  the  period in which applled i n  aett lemcnt 
of the  t u e a  otherviae a t t r i b u t a b l e  t o  m y  member, o r  coabinatlon of 
member., of the  a f f i l l a t e d  ;roup.” Since BellSouth files a conaolidrted 
f ede ra l  t u  return t h a t  lncludea both SB an6 SCB, thfa requlremmt 1. 
appl icable  co Bellsouth. 
department t o  caaure compllmce with thcae  requiremcnta. 

r. EPoEIInc 
4.23 
r*rulca of the  Order will be produced by t h e  coat aceomring ayrtcrn (W) 
af ter  t h e  normal monthly proceaalxq of firuncial infornutlorr. 
minimum, t h e  U S  report. ahould ahow total re&ula ted  and total 
nonregulated revenues, upearem and invcsrmeata (1.e.. ?ropemt P h a t  
and Equipment) &a a l loca ted  -der t h e  requtr-enta eontalned ln rhh 

The BSS I raWry 

IC is the  r c s p o a a i b i l i t y  of the BellSouth T u  

- All monthly repor t s  porcray i ry  t h e  cost allocation 

A t  
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~ l m .  me I= :f these detailed reports must balmce to the total 
journalized data as reflected in the Honthly Reports. 
the rerponrlbility of BSS Flauicial SYsteaa t o  produce &ere reports a d  
the responsibility of BSS. SB .ad SCB Comptrollers to inaure their 
integrity. 

Accordlasly, it is 

4.20 Further. for internal managwent and budget trackisu purposes, it 
is neccarary for the regulated md nonregulated reports t o  be produced 
oa a line-of-business basir. 
allocate revenues and expenses accordlac t o  the colt allocation stmdards 
prescribed ln chis P1.n. 

All CAS line-of-business reports should 

4.2s -1 - 
dependent on the final interptetatiOa8 end petitiolu in CC Docket no. 
86-182, Automated Rcportina System, released September 17, 1987. 
EOWeTer, BellSouth expects to report a t  a minimum the total regulated and 
total nonreguleted revenues, u p c a r e s  and 1 8 V e i U e B t I  si dlscussed 
previously. 
requirements that are not related to the Order. It is the respoaaibility 
of BSC Comptrollers t o  iaecrpret md comunicate the final FCC report* 
requirements vhm they are lmova. Also, BSC Comptrollers vi11 
coordinate 111 report filings with the FCC. 

4.26 - - The current rtste riporelac 
requir.oeacr pertaining t o  the Order are included as Appendix L t o  thir 
Plan. It is the responrlbllity of SB md SCB C68ptrollers t o  idmtify 
cheaces la these stst8 rep or ti^ requir88entr, and t o  e m c i t e  these 
&.rye8 t o  BSC aad BSS Comptrollers. 
chuuer for potmcial updates t o  the Degional ?ollcy Letter. BSS 
Comptrollers vill coordinate eppropriate methods ead system8 changes vith 
BSS Flamclal System. SB end SCB Comptrollers vill continue t o  be 
responsible for f i l i ~  the reports with individual state regulatory 
AUthOritiel. 

c Brauircmlntr - Completion of thir section l r  

This vi11 be in additioa LO the nome1 rrporria 

BSC Comptrollen vill evalustc the 

C. AUDITIRC 

4.27 The BSC, Sa and SCB Internal Auditla# (IA) drpArtoUit1 ere 
rerpoaaible for performlac audits vhich test ths various deparumts' 
adoptioa of u t d  compllaner vith the Order's requirrplents into their 
departmental prscticer endlor procedures as preseibed la thir Plm. 
Also, IA vi11 coordinate their audlt coverear vich the uterrul euditors 
IO that duplicate vork can be rvo1d.d. 

4.28 The Order prorides specific guidance for utemal auditors as it 
relates t o  reporti- t o  the FCC. "After C-isliOn 
approval of a carrier's cost allocation unual. much carrier shall, oa m 
mnclal basis, file the report of an indspmbmc auditor a t t e s c i l  that: 
(1) the cost aystrpl in place in the coapuy reflects the c68p.rrl'B Colt 
meaual requlremmcr; and (2) the coat allocetioru perfoard ia accordmce 
vith that system are t h e  product of aecnratm methodr. 
attest asmuranee 8b.11 be ea uamiaacion leadins t o  a positive opinion 
aad shall hClUd8: 

The Order states: 

The level Of 

ROTICE: Rot for use or disclorure outride the BellSouth 
Corporation ueept order written a8rerpl-e. page 14 



a) A compliance reviev atte8tirU chat A costin# Wstm is in place 
in the company vhieh eppropriately reflects the company's COIt 
manual end that the r*IUltr furnished in any required raporta 
to this Comiaeion are an accurate reflection of t h e  data 
produced by the coet syecem. This revlev need not t e s t  data 
eources for accuracy but would c-ent on the reuorubleaers of 
such data sources in proridi- coati- information. 

An identification of underlyinc data sourcea and the provision 
of: (1) an evaluation of the criticality and materiality of 
each data source to the results of the cost ellocation report. 
( 2 )  a workplan describing the ectivitias md estimated hours 
required t o  express e positive opinion on the relisbfllty of 
each data source; end ( 3 )  a description of the major data 
sources selected for examination. This rclrction would 
consider such factors as materiality, l-th of time since the 

overall assrssmmt of mlncrsbility. 

& uaminrtion of the deta sources selected. 

b) 

last reviev, c h w r s  that h a w  been made in the BJr8tm md 

c)  

4.29 The independent auditor's report filea vith t h i o  C-lsrion shall 
include: 

a) The aeopa of the work conducted, spaci fy iq  the it- d n e d  
and the extent of the exmination. 

b) The auditor's conclusion as to whether the actual methods and 
procedures implemented and perfoaed by the compu~y conform 
vith the objectives, approeeh md procedures described in the  
cost manual. 

c )  &y material uccpcionr or gualificationr the auditor MY have 
idmcifyiry the adequacy of the procedures. 

Aay limitations of scope imposed on the auditor by the company 
or ocher eirc-tutces vhich could have an impact on the 
auditor's opinion. 

A ststemmt chat the Attestation StandArds havc been fully met 
during the exmination." 

a)  

e) 

4.30 
of attestation services must contain the follovi- provision: 

In addition, the Order states " . . . a l l  conerecta for the provision 

The parties to thir contract recognize chat the sttrrtstloo audit 
contracted for is a requiremmc mmdat.6 by the Iedersl 
C ~ i c a t l o n a  Coralsalon (FCC) to us ir t  in the d t o r i E C  md 
miorcueat of the l'CC*s cost allocation requirements. The parties 
also aclaowledge chat chr FCC h u  detrained that FCC rtaff access 

416 NOTICZ: Not for w e  or diaclomte outride the BellSouth 
Corporation ueept  d e r  writtm asreement. Pwe 1s 

F(1m W918 t 



to the auditor's workpapers 11 essutlal t o  the ICC's satisfaction __ 
of its monitorla6 m d  enfore-eat respo~lbllltles. Accordiwly, in 
rhe event of m FCC staff audit, the carrler to be audlted md the 
auditor hereby expressly e8ree t o  proride ?CC staff aecers t o  
auditor workpapers prepared in counectlon vlth the U 8 C U t b a  of chis 
contract.* 

4.31  Because of these specific requirements re&ardl= the work of 
external auditors, l e  is the resporuibillcy of BSC Comperoll8~s t o  ensure 
the eua8ement letter And a11 other ~ontractr for armices re;ardla& the 
Order comply wlch these requiremencr. 

5 .  tlOHITORIHG 

A. COST ALLOCATIOH EESILTS - I'IlMCIAL 
5.01 Concurrent with the eppllcation of the Order'r requirements, the 
FCC has provided thrc re8ulac.d carriers be8ln automated reportin8 of 
re8ulated urd noare(u1ated C O W  al10CACion result8 in mid 1988 G C  Docket 
no. 86-182). Therefore, BSC Cooptrollerr, with input from SB and SCa 
Comptrollerr. has the primary resporulblllty for Malcorlng and reportla8 
the cost allocation results t o  the FCC. Also, BSC Fl.ncla1 ?lanagemeat, 
w i t h  lnpuc from the Budwt groups la SB md Sa, vlll be rerponslble for 
monitorlag and eoordlnatlaa core allocation rerultr for internal 
mana8emenc purposes. 
develop detailed methodolo&ler to budget #ad crack re8ulated .nd 
nonre8ulated emotmtr. 
Hanuemeat, will be rerponslble for maintainla& the inte8rlCy of there 
proceduras in 1988 and thrrsafter. 

B.  COWOSP ACTUAL VS FOEECASTED PESULTS 

5.02 For control purporer, the collection of actual ura8e date for 
cornparlaon w i t h  forecarted data muit not be done by the seme or8mltation 
responsible for the forecast. In addition, the AnAlysis of actual versus 
forecasted results must not be done by either the org.nlzatlon 
r e r p o ~ i b h  for the forecast or the orgurlsatlon(s) ch.r;ed vlth data 
collection. 

5.03 t v o  (2) major types of data collection muat be done. 

Conseguencly, the or~mlsation teSpOn8lble for colleccllx thls data is 
BSS FlnAnClAl System#. 
related, (0 .8 .  svltchl~ equlpoenc) the data mat be developed by 
traffle studies. 
traffic studies, the nonre8ulated r u y e  data can be collected ale= with 
the regulated usage data. Conreguontly, tho collectlon of ma8r related 
data shall be prepared by traffic 8Op.rACio88 perroaael. 
perroonel are in BeTonue Dequlroents u id  in SB they are in Cmptrollers. 

In 1987, the Part X Budgets Task torce will 

SB and SCB Budeecs, w i t h  input f r m  BSC Firuncl~l 

If the c o s t  
pool bela& trrcked 18 line releted (e.8.. teaiMCiOM), the data 
should be Wallable ln various BSS Flmclal System# data bares. 

If the core pool bein# tracked ir wage 

Slnce the jurirdlctioa~l separscloru process require# 

In SCB there 

HOTIQ: Hot for use or dlecloaure outside the BellSouth 
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S.04 
by the SB Comptrollers Forecasting and Operacionr Bud8.t &romp rad sca 
riruneial halysis and Budget &roup. 

Comptrollers departments. SpeCifiCallY, the Comptrollers in BSC, SB and 
SCB should receive the results of this analysis on s quarterly basis. 
the resulrr indicate that remedial action i s  required, SB u i d  SCB 
Compcrollers should calculate the edjustmenc and inform the appropriate 
parties in BSC, BSS. SB and SCB. 

C. IlCIDENT& ACTIVITIES 

S.05 The Order prescribes t b t  revenues from incidental act iv i t ies  (as 
discussed in the Special Conriderscions section of this Plan) in the 
a&&re&ate c8nuot exceed 1% of total telephone comp.ny revenuer. 
ensure chat this ceilia8 is not exceeded, an .naual rtudy of incidental 
activities will be conducted by SB and SCB Cmpcroller'r Corporate 
Reports officer. This study Vi11 be conducted during the l u t  quarter of 
each year a d  will entail s rtVfeW Of ell incidmtal r C t i T f t i e r  listed in 
the CAR. If new incidental .CtiVitleI have been approved or are in the 
petitioning sta&e, their aSS0CiAted revenues should also be iacludrd in 
the 1% test. The results of this rtudy should be foruarded to BSC 
Comptrollers for evsluation .ad potential ICC action. 

S.06 To comply vith the non line-of-burinere requiraeutr in the Order, 
the Product ?l8naewenc Council (PnC) should review all incidental 
act iv i t ier  identified in rhe CAI4 duriry the firet quarter of each year to 
eaoure that each activity lirted does not qu8llfy as a line-of-business. 
Prior to this evaluation, SB and SCB Comptrollerr vi11 send each amber 

line-of-businerr euidelines t o  evaluate the acc iv i t ie r .  All activities 

Comptrollers for evaluation end potential FCC action. 

D. TIllE PEPORTInG 

S.07 
monitored vithin erch individual or&airation in 855, SB and SCB (1.e. 
letvork, ?hrketi~, Comptrollerr, Leaall Filwcial Syrtema, etc.). 
Since the accuracy of time reporti- vi11 receive clore eerutiny by FCC 
euditorr, i t  $8 imperative that all oremirations monitor the adequacy 
rad accuracy of reported t i m e ,  and take irediece corrective action vhen 
necerrary. In addition, the Internal A t I d i t f f U  Or&UIitatiOM of mts. SB 
and SCB should include tests to ree Lh8t t h e  reporting i s  being 
monitored as prescribed by this Plan. 

The analysis of actual VS. forecasted results should be performed 

The results of t h i s  analysis 
should be comunicaced to BSS Narkeciq, SB Uld SCB letvork rad 

If 

To 

of the PnC list Of the Current incidental aCtiTiti.8, alOW With 

that no longer qualify as inCidenta1 should be reported to BSC 

Compliance vith the Order's time report- requirrments au8t be 

418 
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6.01 The BellSouth CM was flled w i t h  the FCC on AUgUSt 12, 19L7. 
h o n g  other things, its cof. tents included: 

A )  

b) 

A deacrlptlon Of each Of SB end SCB'a n0BZeLUlAted ActiritieS. 

A list of lIlCld8ZitAl A C t i T i t i e S  offered by SB Uld SCB, end 
juaciflcation for treaclw them as such. 

A chart abouin( all corporate affllletes. 

frequency of their traaaactlona vith SB end SCB. 

apeclflcatloaa of the coat cacegorlaa t o  which w r m t a  in the 
A C C O U ~ C  or SUbACCOrmt vi11 be ualaed bad the baala on which 
the Coat cace;ory will be apportioned. 

A aecclon deacrlblng the poaltlre md exception t b e  reportlm 
ayatcor uaed la BellSouth. Ineludad in the deacrlptlonr l a  m 

ayatem. 

c)  

d) A statement for each affillete dracrlblw the nature, t e r m  .nd 

e )  For each Pert 32 a ~ c O & u ~ t  bad ~UbACCOUnt, detalled 

f) 

up1UlJtiOn Of h W  nonproductire C b C  1s ttrAted in each 

6.02 = The CA?l m8t be updated to include 
addltiona CO a d  deleciona from the lint O f  hCldeatA1 ActiVitiaS 
ideatifled ln the CM. 
fonerded t o  BSC Comptrollara for evaluation end potential revialon t o  
the CAM for aubmlaalon t o  the PCC. 

6.03 - At  least three (3 )  c l r ~ t a n c e a  would nrceaaltate a 
rerialon to the CAM vlth regard to affiliated tr.practloaa. 

Rotlflcaclon of -ea to thin list muat be 

Thrg are: 

A )  Zhe Addition O f  nW AffiliAteS, 

b) The daletion of current afflllatea, bad 

c)  A aubac.nria1 eh-e in the nature of bualacaa conducted by en 

6.04 The Secretary of BSC has the reaponrlblllty of prorldlaL addltlotu 
t o  .nd defetloaa from the list of BellSouth affiliates t o  U C  
Comptrollers on A quarterly bula. 
aroupa ln SB bad SCB are reaponrlble for Lnfonlw BSC Captrollera of 
signiflc.nt -ea in bllllw ~ c t l + l ~  b e m a  SB, SCB aa4 their 
nonre;ulated affiliates on A p9arterly barla. 
rerlw the m e a  bad revlae the CAM for mblaslon to the tCC i f  
neceaaaq. 

Affiliate with SB .nb SCB. 

Also, the Contract Adnlalrtratlon 

U C  Cwptrollerr vlll 

IWTIQ: Uot for w e  or dlrcloauie outrlde the BellSouth 
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6.05 - In the event ch.t additional coat  pools are required 
o r . u i s t i a  cost p o o h  are eliminated, ths CAM .ult be reriaed .nd 
submitted to the FCC for approval. AS diacuased in the Coat Allocation 
section of this P1.n. i t  vill be the respoasibility of BSS Comptrollers 
t o  evaluate the need for coat pool c h w e s  .nd conrplmieate with BSC, SS 
m d  SCS Cocptrollers. 
end eubmisaion to the PCC. 

SSC Comptrollers will eonaider updates to the CAM 

6.06 BellSouth i s  caking the poaitioa that baen .n uia t ing  coat pool 
ia disa&&regated for the purpose of achievinc a &rester degree of 
accurscy, and the underlying aethodolou is not chaued, then submirsion 
for approval t o  the FCC vill not be required. lor example, if a cost 
pool fhst i8 b e i w  allocated to re&ulated and nonregulated a c t i v i t i e s  
based on total aalarier .nd wages is disa&&regrated into nmerous cost 
pool. that  will be allOCAted baasd on Plant Specif ic ,  Corporate, etc.. .  
aslaria aad wa&es, then the CAM vi11 not be rWiSd. 
disaggre&ation has merely achiered a hiaher de&rea of accuracy, aad the 
underlyiw methodology for allocation has not a i d .  

Th11 

6.07 
procedures be required from those de1inUted in the CUI, it would be the 
reaponsibility of $55 Financial System to make appropriate chaa8ea t o  
the procedures. 
there &.rues by SSS r i m c i a 1  System8, then updates to the CUI vi11 be 
conaidered for submission to the FCC. 

- Should a mbac.nc!re &.rue in time rtportiu 

Additionally, BSC Comptrollers ahould be notif ied of 

6.08 All changes that netearitate UI update to the Cm vi11 receive the 
same distribution .nd eomnent cycle within bellSouth u other PCC docket 
matt era. 
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Corporation u c e p t  d e r  ni t ten qre-mt. 

m 1 w  # B e 2  

? y e  19 



.. 
? U I X  

UCIOU -nc colrorm 

1. C a i t t e e  t h a i a a n  

2. Cooptrollerr - Uf 
3. Separatioaa - BSS 
4. Pea1 frtate - BSS 
f. Comptrollers - BSS 
6. tinancia1 S Y S t m  - 85s 
7. network - SCB 
8 .  Liner of  Buriaeas - BSS 

9. Retvork SB 

10. Cooptrollerr - SCB 
11. ?rid- - DSS 

l2. Retwrk - W S  

13. ISS - U S  

14. Cagtrollerr - SB 
1s. ~egalator7 - ms 
16. Ilrrkethg Operatiom k 

Devilorneat - BSS 
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P. E. Carey 

8. P. Brewer 

P. I. numa 

C. C. Cadenhead 

P. I. Bishop 

B. 1. Daridroa 

c. n. C O O ~ I S O ~  

J. 1. Green 

J. C. Lane 

W. J. Lester/ 

E. L. Cochran 

J. I. Zbbert 

0.  W. Joaer 

E. C. Skinner 

W. I. Reid 

A. K. ?rice 

J. Y. Dye 

..,, i ..-_.. 

*- 

Comptroller 

Comptroller 

AW 

AW - Peal L8t.t. W C .  & 
Staff 

Comptroller 

AVP - tinencia1 Syac.rm 

AV? - Retvork m i n e e r i w  
AV? - Llmr of Burinerr 

AW - wineerinl 
Arrt. Comptroller k Chief 

Aart. Chief Accolllltant 

Director - ?rieiw 
AW - Retvork Plenaiw 

A I R  - Infomation Peaourccr 

Opar. m r .  - Pegulatorf Af f .  

AVP - Pegulacory Natterr 

Am 

ACCllt.  
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Appendix D - 
TI= REPORTIRG 

;his section c i  the Hanual 1a:ludes a description of the positive 
m d  exception time reportiw 8YStemS w e d  in BellSouth. 
the descriptions is an explmation Of how nonproductirc time is 
treated in each system. 
hrketing is also explained in this section. 
reporting increment is one hour for all exception or pO8itiVe t i m e  
reporti- employees. 

Included in 

The treatment of tire reportiw for 
The maxim time 

424 

The BellSouth opereting telephone compdes .  South Central Bell m d  
Southern Ball, use positive time reporting (lTR) to elasaify costs 
t o  the appropriate Part 32 account, apportion Costa brcveen 
regulated and nonregulsted a c t i v i t i e s .  md to pay employera. HI 
rmployeea are composed of plant occupetiorul, report- mineerr, 
and premises eales. Pleat and ewineeriw employees are required to 
report their time on a posi t ive  baaia b8cauae the coat l a  a 
aignlficmt part of pleat construction and Mbte?UaCe expenditures, 
and the work performed eaaaoc be predicted accurately .no@ to 
preassign their costs. 
to asaiga their coata to products md aervicea, .nd betwem 
regulated and noare&ulated aer~icer  md activities. 

Salea personnel report their time in order 

Employees in this group perfom all frmctioaa usocieted vith 
iaatalling, repairing, end maintain- the c e l a c ~ i c a c i o p r  
necvork. The employees in this group are almort uclwirely 
noamLDmageent. 
productive md nonproduetire. The aupervirora and clerical eupporc 
do not report their time, but their costa are included ln the final 
charger to the accounta reported by the p l m t  occupational forces, 
as explained in the End of Honth Proceasing section. 

t i r e  categorized as "clsaaified productire" i a  reported t o  VariOUa 
accotmta md field codes md reprearnee tire apmt working on plat 
facilities. time spent attending meetings, training. reading , 

praericea. et=.. is eate&orised aa "tmcluaif ied productive". 
Ilooproductire time reported includes: a ieheaa ,  -on activities, 
u c w e d  time, vacations, etc. 

Employees in thia category prepare r i r e  reporta each day. 
t h e  reports mat be revieved md epproved by the ..ploye8'r 
ruperviror before being entered into the time reporti- y a t r m .  
Once entered, the reports are subjected to a 8erira of edit. vhfch 

They are required to report 100% of their time, both 

Cmpleted 

I1QTICZ: not for w e  or diselorure outride the BellSouth 
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.. _- 
validate the information reported. 
validates the  reported aCCO=tt .  authorization nwbe? vhen 
applicable, social security amber, etc. &y errors fotmd in t h e  
reported data are identified and an error report i s  truumitted t o  
the originecor. The errors are corrected and the report is 
resubmitted. 

me time reporting system accmlates the data reported on a veeklg, 
biveekly m d  monthly bash. 
distributed to the managers of the p l m t  occupational vork fore.. 
These reports are revleved t o  deternine i f  the employees are 
reporting their time accurately and if the vork force is being 
deployed in the most efficient manner possible. 

The rime reporcia .yst.m 

It also generates reports vhich are 

- uor- 

Employees in chis category are those vho desi- .ad q i n e e r  the 
telecommunicatioru necvork, both central o f f i c e  md outside plmt. 
Zmployess in this #roup are those v h o  do the actual engineering. 
The direct supetvisorr of these employees m d  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 Itoath ProcesrirU Section. 

Time reports are submitted weekly. the reports are reviewed snd 
approved by the supervisor before enter- the data into the tima 
reporti= system. 

Time reported by this group i s  also divlded between productive snd 
nonproductive. "Classified productive" time includes chat time 
spent ~ c t u ~ l l y  WineerirU the netvork. 

Time spent attending meetings, treining, budget vork. etc., i s  
categorized as "tmclassified productive". 
as nonproductive md includes sickaess, ucused time, T~CAC~OIU, ecc. 

The time reporting system perfoms ersentially the s u e  edits on the 
data reported by the .lyineers as those u d e  on the p l m c  employee 
time reports. Errors are returned for correction and reproeerring 
before the and of month processing begins. 

Each week reports are generated vhich s-arlze all of the reports 
submitted. 
review. 
ensure that the engineering staff is deployed in the most efficient 
mumet. - 

Other tlme i s  elassifled 

These reports are returned to area management for 
The supervieor. verify the accuracy o f  the data entered m d  

- d f o r  ?- 

A t  the end of each month, the a c c o ~ t i n g  systa8 aecmulates all the 
hours reported by the engineers and p l m t  occupational emp10Ye.S. 

ROTICE: Rot for use or disclosure outside the BellSouth 
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R u t .  the t o t a l  cost essocirted v k h  the productive time reported b y  
the .ruinecrs md occupational plant employees. Plus their clerical 
support .nd direct SUperTiSiOn, are acc~ulated And divided by the 
total productive hours to develop a coat per produetlvr hour. 

The eecotmtiag system then distributes the dollars associated with 
clessified productive clme t o  the accounts reported by the elme 
reporting employees in the same proportion ae they were reported in 
the month Just ended. 

The costs  as8OclAted with the time reported to the tmClaSslfied 
productive and nonproductive categories llsted above are charged to 
plant and engineering administrative expense, AC~ounts 6334 .nd 6535 
respectively. These costs will be apportioned as prescribed in the 
Cost Apportionment Tables. 

Employees essigned to chis category ere those vho makc premises 
v i s i t s  t o  customers for the purpose of selllag telephone company 
products and services. 
employees assigned eo this category include: 

The productive flnrCtiOM performed by 

1. determiniag lndlvldurl customer needs; 

2 .  derelopoent end presentation of customer propoaals; 

3. sales order preparation end headliag; 

4. coordination required to inscall service; 

5. preperation of sales records .nd reports. 

EmPlOYeeS assigned t o  this category u y  sell both reguleted and 
nonregulated products a d  serTiees. These employees sre asrimed 
unique reporting codes t h ~ t  assign a l l  of their costs t o  a e-on 
cost pool. 
nonregulated based on the rsportiag of all prOdUCtlTe accivieies by 
these employees into the Account Plenalag System CAPS). The 
distribution o f  these sales employees' salaries end other expmres 
between regulated m d  nonregulated vlll  be in the s u e  proportion as 
the tima reported to APS. 
receive the proper share of productlre mid nonproductive Costs. 
Within APS each produce and service offered by the telephone 
compmies i s  ASSlgnd e product code. 
d e s i m t e d  as either regulated or nonregulsced. 
the time s p m t  wrkiag on each customer's accocmt to the applicable 
product coder. 

These costs vlll then be split betvern rewlated m d  

Therefore, both categories o f  service 

Each product code i s  
Zmployees report 

ROTICE: Not for use or discloaure outside the BellSouth 
Corporation u c e p t  under written egreement. 
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US prOTideS a documented trail of the con~act between the eale. 
employee end the customer end time spent on the account. 
in APS output reports i s  infomation such as: identificstion of 
sales employee, the CusCOmer, dace of che contsct, l a t h  of t h e  
spent on each product code, rad  other general infomeion. us 
collects a11 the information reported by the sales personuel end 
generates 7ariOUS monthly stm~aries of how the time was rc~crted. 
Included in these reports i s  information 8hoWirq what percentage of 
time we. spent by the employee on regulated varsue nonrrgulated 
products end services. The superrisor is rmpOnSible for reviwiu 
the APS reports vith the employee to ensure all productive time hrs 
been reported sccuratrly. 
reports determined to be inaccurate. 
superrisor muse sign the report sttestirU to i t s  accuracy. fil time 
reported by hrketiq personnel in each state is s-rised to 
obtain the total productive hours charged to regulated rad 
nonregulsted product codes, rad each category's peremuge of the 
total is then used to directly ectribute all prcaises sales costs to 
regulated r a d  nonregulsted activities. 

Incloded 

Steps will be taken to correct m y  
60th the caployee .nd 

Becruse the entire cosc pool i s  attributed between regulated .nd 
nonregulsced bared on the reported PrOdUCtiTe hours, the regulated 
rad nonregulated lines of businere will be treated fairly w i t h  
respect to the apportionment of nonproductive costs included in the 
cost pool. 

Each month the ruperrisor will assure chat the  ..gloyees who report 
their productive t ime throufi the APS are the reme employees who 
charge their costs to this cost pool. 
integrity of the cores bei- charged to the cost pool. 

All premises sales supervirion and clerical support costs will be 
pooled as s comon cost rad  will be apportioned between regulated 
m d  nonregulrted u s i q  the hrketiu Allocator. 

All of the above procedures are subject t o  audit by both the 
internal and uternel auditors. 
rafeguards which uuure chat time reported by these employees ir 
eoa8istmt rad reliable. 

trriniry will be given t o  a11 sales personnel to familfarise them 
vith the requirements imposed on MrketirU employees by the Order in 
CC Docket No. 16-111. In sddicion, all APS s-aria., plus any 
ocher c m t a c t  logs, calendars, m e . .  which have been generscsdt will 
be retained for a t  least one year for audit review. This vi11 
ratirfy the rame requiraents imposed on AIL1 in the AIL1 AecountirU 
Plra Order. 

Ibis will asrure the 

Such reviews provide controls rad  

ROTICL: Rot for use or disclosure outside the BellSouth 
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Zmployeer who fall into this CateBory are those whore work 
arrlgamencs are relatively stable and predictable. 
charactcriaticr, therefore. enable the time of there employees to be 
prerrri~ned t o  rprcific function end ~ C C O M C  coder. 
in this category work on C a s h  which are not chargeable t o  cheir 
preassigned fcnction or account code, they feust report the 
applicable code(r). 

These 

&en mloyees 

Employees report these ucept ionr  as they occur. 

trP employees fall into oae of three categories: 

CAT. 1 Those vho rpend 1OOX of their time on regulated 
ACtiTiCieS 

CAT. 2 Those who 8 p m d  100% of their time on nonregulated 
activities 

Cat. 3 Those who spend time on both regulated end 
noaregulaced acti~itier. 

Employees in categories 1 and 2 vill be rrricaed reportlag eodee 
th.c identify a11 of their time (both productive end nonproductive) 
to either regulated or nonregulated actlrit ier .  There amployeer are 
r8pUited t o  exception report their time urd voucherable expenses, 
when rppllcable. Pot uaaple, if there oployeer rpend an hour or 
more on an activity t o  which they are not prrasri~ed, they vill 
uception report the time rpmt on the different activity. l'he 
uception time report must be approred bJr the oployee'r suparriror 
before bel- submitted t o  the time reportiry ~y8t.m. After the 
ueeption report h.r been procerred, a detai l  of the uception 
report 1s generated by the t ime report- witam rad is returned to 
the superrisor for verification and approval. These s-rier are 
retained for one year. 

Employee8 in category 3 will be assigned report- coder which Vlll 
attribute all of their prOduCtlTe end nonproductive time between 
regulated mb nonregulrted actiritier on a percmtye barir. 
peremrages arrigaed will be determined by the activities srrimed 
t o  the LnbiTidUah urd how there oployeer spend their ti.. 08 the 
job. 
dWelOpreUt for both regulated end nonregulated producer m l a t  be 
ur igaed  60% t o  regulated urd 40% to nOnregUl.ted. All productive 
end nonproductive time would be rplit 60/40 betveen the nro 8emice 
ertegorier autouticaUy. 
thir group find it necerrry t o  uception report. ?or rrcupl., if 
ma oployee rpmt a two week period in train- QSI a uev 
nonregulrted r r r v i c e ,  the ra1ay md Touderable crgmer  incurred 
duriu those two ve.*r vould be charged t o  ChAt catrgoq. 
balance would be rplit aecordiry t o  the predetermbed percentye.. 

The rationale for the percentrger will be docmented end retained by 
the employee'r ruperviror. 

The 

ror M p l e ,  a product manager who work. on product 

Occarioaa u y  arise when oployees in 

NOTXCE: llot for ure or dirclomre outride t h e  BellSouth 
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Some of the  ucep t ions  reported may be categorized ea nonproductive 
time. 
are  the same as chose reported by PTP wployees. ' T h e  cost of 
noaproductlve s h e  of R E  employees V i 1 1  be spporcioned between 
regulated urd nonregulatad activities by applYiw a l oad iw  r e t e  f o r  
nonproductive c o s t  t o  productive time reported t o  these cost  
ob!ectiver rhrough the E I R  wstem. 

The nonproducrive time categories reported by rZR employees 

CIIl vi11 be used by employees vho charge time urd upenre8 t o  t h e  
folloving accoun~s, which have been defined as a a r k e t i u  or  include 
some markcti- costs .  

Product ?&nagwens 

Product Advertisrment 

Customer Services 

External Pelations 

A l l  costs incurred by Product Heaegement rad Product A d v ~ r t i O a a i t  
a r e  crtegorlzed as Harke t iu .  
Customer Service and External h l a t l o n  aceomta a re  defined as 

between marketing rad noamarketiq costs in these aecounta. 
pools will be allocated as preacribed in the Cost Apportionment 
Tables. 

Only ce r t a in  functions within t h e  

fUrketiry. Slpar.t* Cost go018 h.Te b.0 88tabllshed LO d i 8 C i a C U l S h  
These 

Employees aSSi8n.d t o  there CAtcgories perfoam the majority of 
M r k e t i r u  s t a f f  functions. Included in these categories are: 
Competitive A ~ l y s i s ,  ?roduct and Serrice Ident i f icat ion rad 
Specification, Test nsrketizu,  P l w ,  Life  Cycle Analysis, 
Prici-  Aaalysis, Ident i f ica t lon  rad Eatabl l shenc  of Dlrtrlbutfon 
Ch.nnelr, DevelopirU rad Implmentiry ?romotioael S t r a t e l i e s  t o  
Stimulate l roduet  .nd Serrlce Sales, etc. 

It i r  mtic ipa ted  that the above personnel w i l l  be assipred 100% t o  
e i t h e r  regulated o r  nonreculated aerricea. However, i f  t h e  mount 
of an employee's u c e p t i o a  r e p o r t l w  reacher 10% of the total 
avai lable  work time, the u~p loyee ' r  predetemined essignmentr on the 
payrol l  f i l e  vi11 be revired t o  r e f l e c t  the vay time is ac tua l ly  
bel- reported. 

Ul raployees in Product I 4 u m g a e n t  and Advetriain(: vi11 be 
retrained on the t h e  reporti- wsta. 
OD the polley lmuea re&arblsu MrkrtiYu costa contained in the  
order in CC Docket No. 16-111. A l l  n e w  oployees hired a f t e r  

Zhey vi11 also be trained 

IIDtICE: lot fo r  use or  d i r c lo ru re  outride the BellSouth 
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January 1 will receive the srqe crr?nin.g. The percentage .cI 

assilruencs to regulated and/or nonregulated will be incorporated 
into the qusrterly review process. 
identified durixu chis review will be u d e  Lediately. 
&Y exception t ime reports w i l l  be reviewid and approved by 
mmsgement before b e l 4  processed. 
the time reportin8 system geaerstes a detailed r-ry of the 
ucrpt?on time reports which is returned t o  the supervisor for 
verificatlon m d  approval. These s-aries are retainm for one 
year. 

Arty revisions required which are 

After the reports are subaieted, 

Zmployees Assigned t o  this category work in the operstiw telephone 
compmies I)usiness O f f i c e s ,  Reridenee Offices, Interexchmge Carrier 
Service Centers, and Public telephone Office. n e  work these 
employers perform includer: 

maintain14 customer accounts; 

collecting and invesrlgstiag customer aceouats, includla# 

processlag public telephone comis8loru; and 

instructing customers in the use of products and serricer. 

The rervices thst employee8 in this cstegoy  perform are a MiXtUre 
of regulated md nonregulated. Beeawe the reportin8 intervals are 
so ahore aad frequent, it i s  impractical to require there ~ l o y e e s  
t o  report each s c t i v i t y  t o  either the  regulated or nonregulrted Cost  
objective. Therefore. customer rerviee mployees will be asrimed 
job frnrction codes which assign both the productiva and 
nOIIptOdUCtiTe coats of the functions the perfoa t o  pools in 
Accocmta 6612 and 6623. They vi11 thm be allocated between 
regulated and nonregulrted a c t i v i t i e s  based on the methodolow 
eontAined in the Cost Apporcloamenr fsbler. 

initlati- Customer service orders md :*cords; 

treatment for nonpsyment; 

colleetin8 lad reporti- p ~ y  station receipts; 

initiatinl sales of customer product8 md rerriees. 

-- 
tmployeea frr this category work on a vide variety of activitler. 
~ c c i o r u  perfomed in Exrema1 Pelatioru include uintain- 
relations vith fadera1 m d  atste regulatory agmciea, other 

IIOTICE: Not for we or diacloeure outride the 8ellS6uth 
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companies, and the imeral Public. 3nique fmction COd.8 vi11 be -- 
a88iwed t o  thoee activicier vhieh are marketinc related. 
eharird to t h e m  unique function code8 vi11 be APPOrtiOned betvem 
regulated md nonreiulated activitiee by applying t h e  l k r k e t a  
Allocator a8 defined in che Cost Apportioameat Tabler. 

Coete 

Used To Tr- Rov To 

Current methods for teaching accurate t ime reporting in the 
BellSouth operatini telephone companies include a necvork composed 
of the Hechanized Time Reportixu ( R T R )  User Support Staff .nd 
Departmental HIP Coordinecors appointed by each Department t o  s e r ~ e  
as a liaison between the U8er Support Staff and the n I R  User 
comunity . 
In conjunction vith the MIS SYStemS Staff, the Urer Support Staff i8 
primarily rerponsible for developing, maintaining, m d  distributinl. 
time reportirq procedures. A8 subject matter uperts, the HTR 
Syrtems Staff work8 closely with the Uaer Support Staff to develop 
end ensure SUCCe88fUl implraentaeioa of all t ime reporting 
procedurer. Time reportinc procedures developed by the User Support 
Staff mu8t be epproved by the appropriate membere of the  HtR Syrcrmr 
Staff. 

Departmental M I R  Coordinators are trained by member8 of the User 
Support Staff prior to t r a i a i ~  of employee8 vithin their re8pectire 
departments. Coordinators' training 8.8tiOa8 conrisc of a emera1 
overview of the Mechanized Time Reporting Syrtem and in-depth 
coverage of a11 time reporting input procedure8 end the i.port.nce 
of regre&ating regulated t h e  from aonresulated. 
formr contain detailed instruction8 for completing eeeh meetion of 
the fom. The most e-only wed time reporting Code8 are also 
contained on the form for easy reference. 

Upon completion of training. Departsencal HtR Coordinator8 ere 
required LO provide rimilar training sesrioas end follov-up trainiu 
for their respective departments to ensure that the  comp.ny'8 time 
reporting objective i s  met. 

Plecerialr w e d  in MIR training meS8iOnS MY conrise of the follovilu: 

mp Input Procedure8 - Provide step by rtep iastructions for 
all function8 related to the keyirq of HTR input rcport8. The 
Input Procedures a180 provide ea uplmation of the online end 
offline error8 currently issued in the MI23 systm. 

Mechanized T h e  Iteporting Procedure8 (m Boo&) - Sew8 8s a 
detailed reference u a u a l  for all amployeer reporcia ti.. 
.ad/or labor infomation. 
the HTR Book. 
regulated m d  aonregulated act iv i t ies .  

All time reportin& 

All reportable codes are provided in 
~ 1 r o  included are inrtruetions for report- 
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Job Aids - Provi.de quick reference to matc r i ah  Contained in 
the 
time and l abor  reporti- forma. 

Book. Job Aids a r e  produced fo r  ease in completi- K I ~  

To assist the MTX User Support  S ta f f  as v e l 1  as the Departmental mp 
Coordinators, a Payroll Office E X  Coordinator from eeeh are8 
Company Headquarters is evei lable  to help anever queetioaa a d  
resolve problem essocieted w i t h  time reporti-. Mort  of the 
Payroll Office MTR Coordinators are a l so  Payroll  Office Supervisors 
and have an excellent bec4round in tfre report- procedures. 
Althouah the Payroll Office H I X  Coordinators a re  not d i rec t ly  
involved in t r a i n l r u  Deparcmmtal I U X  Coordinators, they m y  be 
ca l led  upon LO assirt in the t ra inirU procass vhrn needed. 

IBie necvork of support persome1 vorka very effect ively i n  
providina the ereinlag necessary to m u r e  accurete time reporti-. 

Both BellSouth opereti- telephone coopenies use a combination of 
manual and mechanized procedures to monitor and reinforce eccurate 
time reporti-. Each i e  explained below. - 
IBe rrn System provider extrarive online and o f f l i n e  edits to 
monitor and reinforce accurate time reporti-. 

When data is keyed, the Wrp eystama per fom online edi ts  on the 
in fomat ion  that has been entered. 
meseeae rnd e r ror  code vi11 eppear on the  ecreen end the dace 
ett8mptiry to be entered i r  rejected. (For example: RR0410 - 
InValid p8YrOll code.) The keyer is rerpoaeible f o r  correcting the 
infomat ion  in er ror  and re-enteri- the data .  In mort iaetrnces, 
the online e r ro r  mas8aaes provide enough information fo r  the keyer 
to quickly correct  the  information in er ror .  
e r r o r  correct ion,  the RTP rnpw Procedures u n u a l  conrains e 
complete u p l e a a t i o n  of the IUP online e r r o r s  end a corrective 
couree of action fo r  thorr  er rors .  

Additlorul ed i t r  are performed in the ?ER o f f l i n e  processi- each 
alae .  If e r r o r s  e re  detected by the ID1 o f f l i n e  prosrema, e r ror  
codes are produced rnd f o r u t t e d  onto en e r ro r  report. 
le produced da l ly  and traaaaitted to p r i n t e r s  a t  the input 
locat ioru.  Eech input location is responeible fo r  revl.eula8 the 
e r r o r  l isci-  end f o l l o v i w  the appropriate eteps t o  correct  t h e  
error8 thee appear on the report. The Input ?rocedurer unml 
a l s o  eonteina a list of the MIE o f f l i n e  e r r o r s  and correctiTe 
conrees of ection required to correc t  the in fomet ion  1s %::Or. 

I f  e r r o r s  e re  detected, rn error 

For more d i f f i c u l t  

Thir report 
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. me infomation w time reportias ryrteaa ourpat reporrr provide 
additiuxul reinforcrses: for the online and offline edit. performed 
by t h e  rn Syrru t o  ensure accurate time reportias. There output 
reporrr allow ruperrirora t o  more clorely monitor the pryroll rad 
labor infornation that ham been collectad .ab proerrred for 
raployeer reportias directly t o  cham. Is part of the  r~riflcacion 
procerr, each ruperviror i r  rrrpoariblr for reviewiw, r i a l - ,  and 
datia& the payroll reportr produced for thrir uployeex. ?art of 
thir review procrrr is t o  LIuure the uptoyrer hevr properly charged 
their time t o  regulated and nonregulated coder. If dircrepmeier 
are detected, the ruperriror must ensure that the appropriatr 
corrrctive actions are c.lren. After verificrtion, the  IQP payroll 
reports are retained for the rime period rpccified w each report. 
n e a r  reportr arut be retained for a minfamp period of w e  year. 

11011Q: l o r  for use or dirclorure outride tke BelSboth 
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CIOPGIA 

m c n  
LOUISIW 

msSIsSIPPI 

rorm. CAEOLIRA 
s m  CAEOLIIU 

lone t o  Date 

Ionregulated aCtiritiW not conducrrd 
in  reparate rubaidlarler require LIL 
a c c o u n t i ~  p1.n requertinC vairer. 

Hone t o  Date 

lone f o  Date 

lone t o  Dete 

lone t o  Date 

lone t o  Date 

Arret t r w f e r r  from regulated t o  
mnregulated entitle. require A filiw. 

Roar t o  Date 
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GLOSSAEX 

m e e d  
or more lncermediariea, control or are controlled by, o r  ere rmder common 
control vith, the accouatiw eompmy. 

final coat  objective (e.&, regUlAted and aonregulated) baaed on e 
qumtiflable meeaure of aCtfTitY (e.g., value o f  inrertmmt). 

nOnregUlAted coat objectlvea (i .& asaigament, attribution or 
allocation). 

(for ?art 64 purpoaer only) - Confirution by an independent 
auditor, rerifyiw the  carrier l a  in complimce vith the coat AllOUtfOfI 
m d  accouatiag ruler required by the FCC. A11 tier 1 telephone operata 
cornpanlea would be subject t o  thio procear. Thia poritve aaaurance audit 
would u u i n e  the followiu: 

1) The coat ayrtem in place reflect8 the c#pany'r coot u n a 1  
requiremenca; md 
2)  The coat allocatiom performed are in accordonce with that 
ryrtem and are the product of accurate methoda. 

- compmiea that directly or indirectly throua one 

- Distribution o r  aaeicament of coats to a COIL pool or e 

- Any dietrlbutlon of coats t o  the regulated .nd 

- The process o f  paasin(, title t o  property e i ther  t o  or 
from an affilllated entity. 

Aud&s& - Statement of ahorc tern ( i . e . ,  one year) fimaclal end 
.catiacical pluu for am orgmitation, a8 well aa a 'benebark" for 
meaauremeat of finmcial and atatistical porforrmee throtybout t h e  
year. 

- Lquipent wed in awitchlrg, cootrolllag. 
derirlry, operata, conditionlag end teati- c-icatioo ch.na.lr. I t  
lncloder only equipsat loceted in company omed build-a or rentsd 
quertera on or near c~.tomer'o promire.. The equipment l a  fnrtalled la 
centralized locetimu such as central office build-a, toll vir. Center 
buildlwa, repeater buildi~a, repeater hut. md veatherproof hotui!us.' 

It represents both a flmcial p l a  md control tool. 

' 

- Overhad coats not ettributable t o  any particular 
cateeory ( 1 . 0 . ~  rrgulatod or nonregulated) md which do not raw 
ol~iflcmtly w i t h  -ea in voltme. These are referrsd t o  u 
rm.cctibrrt.bl. coat i  in tho  W. b v p l u  include corporate 80er.l 
md adminiatretire eoata vhlch r o w i c e  both reguleted md noaroculated 
actiTltiea. 

IoZICEt Bot for w e  or dirclorore outride the hllloclth 
Corporation axcept d e r  vritrm acrerent. ?aae 1 RlW m937 
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.. 
Conrrol - the possession directly or indirectly, of rhe  power to direct 
or csuae the  direction of the mmeaement rad pOliCie8 of s eomg.ny, 
whether such power is uercired throuah one or more intenedisry 
compmies, or alone, or in conjrmction w i t h ,  or pursomt to LIL sgrecmcnt 
with, one or more other compmies. aud whether such power is established 
a r o u e  e majority or minority ounership or Toting of Oe~~rlcies, e-on 
directors, officers, or sco*olders, voting trusts, holdiry tmts,  
sffillaced compsnies, contrret, or my other direct or indirect means. 

-- 

Epur - houat of resources, meesured in finmcial tern, upended to 
echleve s fb.1 objective, such s I  t h e  liability incurred in purchsriry a 
switch t o  provide basic teleconramicstionr service. 

- Accumulation of C O I t I  into frmetiorul gr0upingS bared on the 
relationship of those c o l t s  t o  Cost objectives (e.g., services, 
oramitations1 rmits). 
simplify the cost sssigrment Process by enabling one cost assignment step 
to replace whet would otherwise be n m e r o w  cost srsignment steps if such 
asai&rmenc were performed individuelly for each seeomit. 

Cost pools ere cost accormting tools which 

- Improper fln.nCia1 sssir tmee provided to one entity 
(service) by mother. 

- Denotes m ucluaive relstionahip between the source 
rad the intermediste and/or end objective. 
assigned to s pool and/or directly asr iged  to re&ulsted or nonreguleced 

Costs c m  be directly 

C O I t  ObJlCtiTe8. 

- Costs of frcilltler or components which e m  be 
specifically essimed to s business sctivity on s cost-csusetive basis. 

-- Cost of resources w e d  ucluaively to provide 
either rr&ulated or nonregulsted sctivities. 

pFtectlv 
regulated and nonregulsted sctiritles th.t can be epportioned using 
direct measures of cost camation. 

- Cost of shared resources rued to provide both 

- Deeomporition of s USOA sccotmt into its original cost 
camponeats rad/Ot lower, more detailed estyories of core. 
the brrakdova of marketing u p e r e  into .ales and marketing support. 

?or rusple, 

- An employee's ti.. is detemiaed to be 
dedicated, the majority of time, to one or more sccivities in which he is 
normally w a g e d .  
activities rb.t depart from the nom. 

- Zhe costs that are coru9ls.d la the process of produe- 
revenue. hrperues are outflows or other ruing up of u . e u  or 
lncurrences of lisbilities (or a combination of both) dot- s period to 
carry out activities ch.t conrcituts an rnterprire's ongoing operrrionr. 

The aployee actively reports only the time s p m t  on 

IlotICZ: Mot for rue or dirclororr outride &e BellSouth 
Corporation u e e p t  d e r  ni t tm urenent. ? y e  2 
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.. 
rlcilitl.. - Facilities are the equipment required to provide 
eomtmicatlon trla~ission between two end offices. Included are 
interoffice circuit end outside plant invesueac and all tanda mitehi- 
inresuent. 

- The amount of cash that could be received by 
disposiy OI an assee on the open Mrkec. 
represent a distreered selaa price. It assmed continuity of the 
enterprise rad the disposal creasaction occurring in the noma1 courae of 
business. 

between regulated and nonregulrted serrieea. 
or indirect causal link to regulated or nonregulated aCti+itieS are 
directly assigned t o  the appropriate activity. 
apportioned between regulated urd noaregulated activities. 
CAUSatiOnal ettributioaol factors vi11 be used whenever possible. .nd 
those coIpon costs that are not attributable to any specific service are 
distributed 

Fair market value does not 

- Method of allocating a11 costa 
Costs with either a direct 

Ieuining costs will be 
Cost 

the basis of a general allocator. 

- Distribution factor for a11 apenoer~vhich c-ot be 
allocated on a cost-cauoative basia. 
retio of all previotuly asrimed and attributed ( t o  regulated end 
nonregulaced) upenoes. 

It 1s computed by c a l e u l a t ~  the 

- ACtiTitirr tho= are en outgrowth o f  regulated 
operatiow but which are not tariffed. 
aggregate revenue for incidental arrivitiss must not arcred one percent 
of a compeay'o total revenues. 
activity ond traditioaolly treated as incidental by the company. 

The FCC rpecifieo thot the 

It also must be a nos-line-of-business 

- Althoufi not specifically attached to or caused by one 
product, indirect costs are identifiable as contributing t o  the cost of 
producing a service or product. 
several cost objectires or products, aucb u depreciation on the shared 
facilities of a central office. 

Indirect coats are jointly cauaed by 

- Coot of shored resources mod t o  prOTidr both 
regulated and nonrogulated aCti+itiSs uhich require on indirect 
(rurroaate) muour@ of cost utuation in order to relate t h e  Cost. t o  the 
C i a  COOt ObjOCtiTr. 

- An expenditure to ecquire property yieldin8 income or 
services. 

- The price at which a product is sold on the open urket. 
a i r  infomation can be obtainod, for -le, by coMulth6 price 
catalogs, by solicitin& bidl,  or by ourwyin8 published data an cocpleted 
utkat transactionr. 

regulated md nonregulated cost objectives on the basis of a11 prWiOtulY 
usi&ned ond sttributod ( t o  ragulated and Wrgol . ted)  ur*rttns 
upenor8 . 

- Residual urketin& cost. am allocated t o  

ROTICE: llot for 01. or dirclosurr outside the BallSouth 
Corporation u c e p t  d e r  vr1tt.n uronmt. 
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. 
Ucvark - Ie fera  to the mrthode and procedure8 uaed t o  apportion 
the coat of netvork inveauent LO Coat pool1 v i th in  each eCComt (e.8. 
epecial coet erudlea rued to aeaian S V i t c h i r U  inveauenc to Coet pooh) .  

lanrclul.trd - Preemptively dere8ulAced A C C i T i t i e l  rad 8CtfTitlel naver 
aubject to re8ulacion. 

- Inrerueat in loop end f a c i l l t i e a  outaide of telephone 

- Method uaad by ce r t a in  employee8 to ident i fy  

bUi ld i8W.  

EpZitive 
rad capture time apeat for  A11 vork ACtiTitiW On A d r i l y  baala. 
actiritiea performed duri- the day e re  recorded into atraderd time 
i n c r m m t a .  

A l l  

- An eathate of coat b e a d  on e forecart  level of 
C o l t  rad A C C i V i C Y .  

Ptelccccd Pcnk Utilit.tion - The lum leva1 of Wa(e of ra inveauent 
over i t a  plumed l i f e .  

Pclul.rrd - A l l  activitlea that a re  c laaa i f ied  ae comon ca r r i e r  
comuaicatioru for  t i t l e  I1 purpoaea. 

- Thia le the u o r m t  raainim in ra eccomt or  coat 
pool a f t e r  previoau aaaimence end e t t r i b u t i o o l  have occurred. 

- A C t i T i t h l  vhich have been ident i f ied by the FCC 
ae varraati- decreased re&ulation. 

by employee8 on d i f fa ren t  vork eccivitiea. 
- Thie method la ueed t o  i d e n t i f y  end aaaign t i r e  vorked 

- T h e m  e re  the basic  meaeurementa ehroueh vhieh the 
capecity of centrat  o f f i ce  and outaide p l a t  eomponenta ara  defined 
(e.8.. aecoada of uae, volme of meaaa8ea, TOh0e of atempea). 
tern encompaaaea A di rerae  oet  of meaeuramta .  

n o a r ~ u l 8 t e d  activftiea, f o r  vhich no C A U ~ A ~  re la t ioarh ip  d a t a .  Thore 
eorea ore  eccclulated and al located t o  both reaulated md nonre8ulAted 
oemicoa through the uae of A aeneral  a l loca tor .  

the Federal Comtmicatioar Corariaaion Rule. rad Ie8ulat ioor  Soremi= the 
o c c - t ~  of telephone comp.niee. 

Thia 

- Coat of reaourcer, ohered betvem regU1Atd end 

- Tboee eccounta vhich a r e  epeeifled in ?ert 32 Of 
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Executive Instructions No. IO is revised in its entirety. It h u  been divided 
i n t o  three sections that document BellSouth policy in regards t o  the FCC Joint 
Cost Order. 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 removed 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 with one function but are in support 
of a11 functions. 

( 2 )  All Corporate function Codes are assigned CX u the first two 
characters of the code. 

0) The mu1 reviw of the Cost Assignment Forms is changed from the 
fourth quarter t o  the second quarter. 

Oucstions regarding this revision should be referred to Harry Babbit 
4W-249-2945) or Hary Fi tzgerald (404-249-3003). 

PilinE fnstruttiolu: 
€.I. No. 10. Sectxon 1 
f.1. No. ! O .  Section 2 
E.I. No. 10. Section 3 

naove the follovilu: 
Pages 1-17 
NA 
NA 

Insert the attached: 
Purr --- 
Pages 1-4 
Pages 1-3 

-- 
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BellSouth Budquarters 

May 1991 

.. w--* 
BlllsovRl W- tom U?ORTI- 

QlwrBn3 
p . t c  

1. GENeRAL ............................................................... 1 

2. JOIKT COSTING ............................................ 2 

3. OVEMub Am l s i c I U Y  abrms ........................................ 3 

1.01 
collection, allocation and billing of costs incurred by BellSouth Readquarters 
to the subsidiaries of BellSouth Corporation specified in Executive Instruetiom 
No. 1. Exhibit B. The purpose of each section in this Instruction is u 
f ollovs : 

This Instruction defines the policies regardiog the identification, 

a. Section 1 - To specify the methodology uployed to apportion 
BellSouth's costs in a fully distributed m e r ,  consistmt vith the 
joint costing and affiliated transactions requirements of hrts 32 and 
64 of the Federal CMuniC8tiOnS ComiSSiOn'S (PCC) N l U  md 
regulations. 

Section 2 - To define corporate functions costs and ducribe the 
process used to  bill these costs. 

Section 3 - To define projects and the process used to bill project 
costs. 

b. 

e. 

1.02 
on behalf of its subsidiaries u a result of performing its ownership 
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 internal. 
but shared services provided to its affiliates. Costs incurred by BellSouth 
result from a variety of activities such ut engaging in corporate oversisht 
responsibilities, performing general supporr functions for subsidiaries, 
performing incidental contracted vork for non-affiliated entities. or performing 
specific sesvicas. on a disrretiomry hsis for the subsidiaries. W e d  on the 
nature of the expense, costs incurred a t  BellSouth vi11 either be retained a t  
BellSouth or billed to the subsidiaries through the Corporate @netions Cost 
Assignment and/or Project Billing Systems. 

1.03 
developed t o  collect, allocate and bill costs vhich result from BellSouth's 
operations. These procedures vere developed considering generally accepted 
accounting principles (W),  regulatory accounting practicu. uruc-nt 
information needs, and budgotirag control rquir.wnts. 
Cost Assignment System v u  developed to proprly separate, usipl a d  bill to 
the subsidiaries those costs usociated vith the support of their general work 
functions. Likevise, the Project Billing Systm v u  develow to properly 

BellSouth Readquarters (BellSouth) incurs costs on its own behalf and 

The BellSouth Readquarters cost apportionment process h u  boen 

The Corporate Functions 
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2.05 
resources as being either directly assignable or common costs. 
assignable" costs are the coscs of those resources that are used exclusively for 
a specific activity (e.g. replaced or nonreW1at.d activity in a replaced 
carrier). "Common costs" are the costs of resources which cannot be directly 
assigned t o  a specitie activity. 

2.06 The nethodo?crj used '3 a t s ! p ~  BellSo~th'~ common costs t o  the proper 
subsidiary depends on vhether the cost  can be directly or indirectly attributed 
t o  a specific activity, or is unattributable, as defined belov. 

In discussing this methodology, the Order characterizes the costs of 
"Directly 

a. Costs of resources are directly attributable if direct measures o f  COS( 
causation e x i s t .  An example of direct attribution is the wages of time 
reporting employees performing work for tvo or more subsidiaries. Since 
the time reports provide us vith the ability to tell how much of the 
employee's time vas spent working on each subsidiary, ve consider this 
a direct measure of cost causation. 

Costs of resources are indirectly attributable if an indirect measure 
of cost causation must be used because a direct measure does not exist. 
An example of indirect attribution is the apportionment of a non-time 
reporting supervisor's salary to two or more subsidiaries bued on the 
wages of employees supervised. Since the supervisory function does not 
lend itself to time reporting. we have no direct mems for determining 
hov its costs should be billed to each subsidiary. 
determine the amount by using the v y e s  of the people that are 
supervised u a basis for allocatin# the cost of the supervisory 
function. 

b. 

Ve CUI indirectly 

e. Costs of shared assets and resources are unattributable when no direct 
or indirect measures of cost causation exist. The salary of the Chief 
Executive Officer would be an eurple of UI unattributable cost. 
Unattributable markctin# costs vi11 be allocated to the subsidiaries on 
the basis of each subsidiary's total marketing expenses as a percent of 
the total of a11 subsidiaries' marketing expenses. The proper 
allocation of these costs necessitates that the subsidiaries identity 
and report a11 marketing expenses on a consistent basis, u defined by 
the FCC. Uruttributable non-marketin costs will be apportioned bared 
on appropriate allocrtors + as de ined in DellSouth Administrative 
Practice 010-002-001. 

2.01 
adhered to: 

In assifling costs to the subsidiaries, the following hierarchy must be 

Whenever possible, costs should be directly assigned to the subsidiary. ' a. 

b. Common costs should be allocated as follovs: 

1.) Common costs are t o  be allocated based upon direct attribution, 
whenever possible. 

Vhen direct attribution is not possible. common costs shall be 
allocrted based upon indirect attribution. 

Vhen neither direct nor indirect measures of cost causation can be 

2 . )  

3 . )  
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1. D E ? I N I T I ~ s  ........................................................... 1 

3. CouoIun st~ncts COST ASSI-  ST^ ............................. 2 

. -. RZSPONSIEILITIES ...................................................... 2 

5 B I I s  

A. COST USI- 101111 ................................................. 4 

1. ot?mITIows 
1.01 
identified in the Cost Allocation Agreements betveen BellSouth lieadquarterr and 
the subsidiaries. 
(oversight) and those designated as such by policy or Corporate unyeaent. 
Corporate services not specifically identified in the Cost Allocation Agreaent 
aust be accounted for u project services (see Paragraph L )  until the Cost 
Allocation Agreement is aaended to include the function. 

1.02 
Services Cost Assignaent System are: 

Corporate services are defined u those responsibilities specifically 

Included are both “natural” holding company functions 

Other definitions vhich vi11 be helpful in understanding the Corporate 

a. Corporate Services Iluuger: The district employee responsible for 
timely and accurate completion of the Cost Assignment Forms (Exhibit A )  
within hislher respective district. 
Corporate Services Hanager are to: 

1.) 

2.) 

3 . )  ensure tin and expense reporting activities, 8.g.. use of 

Specific responsibilities of the 

prepare. obtain approval of and subait Cost Usignaenr Forms on a 
tinly basis, 

monitor the vork activities of the employees within the group to  
ensure the accuracy of allocation methodologies, and 

Corporate Function Codes (a), are folloved to ensure the proper 
assignment of costs. 

b. Corporate Services Administrator: Ihe BSBO Corporate Accountin6 
district’s employee responsible for administration of the Corporate 
Functions Cost Assignment S y s t u .  This employee vill: 

1.) ensure that the Corporate Services Cost Assignment System is 
properly configured bued on the detailed nthodology inforution 
prepared by the Corporate Accounting Standards District, and 

44a 
2.) assign Corporate Function Codes (a), after approval by the 

Corporate Accounting Standards District. 
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accomplished by assigning a Corporate Punct+n Code ( C X )  t o  the non-hmogenWui) a 
function and instructing the appropriate employees t o  use this code in 
conjunction with their responslbility code vhen reporting their time and 
expenses. this CX code may be used to permanently assign fixed percentage of 
an employee's time t o  the function (via a Wyroll change report) or i t  u y  k 
used on an exception basis. For employee and sundry expenses. the code should 
be reported in  the "PROJECS' column in the C1assificatiOn ktail section of the 
voucher. If the entity is above the district hvel. a Unique "administrativen 
responsibility coae vi11 be assigneo t o  facriirate aliocatlon. 

3.03 The information reported on the Cost Assignment Form vi11 be used as 
the basis for establishing the corporate functions allocation methodology 
associated with each administrative entity on the Corporate Services Cost 
Assignment System. 

3.04 
the cost allocation methodology by the departments and a review of the 
percentage of tho depattment's time allocated to administrative time. A t  t h i s  
time. nev Cost Assignment F o r u  must be approved and submitted to the Corporate 
Accounting Standards District. 
quarter of the year. In addition, vhenever a new responsibility code is 
established, a Cost Assignment form will be required so that the proper 
allocation methodology can be established vithin the Corporate Services Cost 
Assignment System. See UP 010-002-001 for details. If at any time during the 
year. a significant change occurs vithin an administrative unit that affects the 
subsidiary allocation methodology being u8.d. i u d i a t e  submission of UI updated 
Cost Assignment Form will be required. 

3.05 
arrears. 
subsidiary bill to allow tha proper classification and journatitation of these 
costs by the subsidiary in accordance vith Part 32 and in  order to facilitate 
the assignment of costs under Part 64.  

rue 

A separate form is required for each unique responsibility 
Cod8 

Annually. at a minimum. BellSouth Comptrollers vi11 request a review of 

lhis will generally be done duriv the second 

Corporate service costs are billed to the subsidiaries one month i n  
The necessary detail of services provided will be reflected on the 
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1. m m  BIll9*; SIm ................................................ 1 

A. mes 01 PllaJMS ................................................ 2 

B. DtnMITIoWs ...................................................... 2 

1.01 PrOjeCtS at8 SetViCeS which at8 perf0-d by the BellSouth d e m r t m t S  
either at  the direction of a subsidiary, the direction of BellSouth Corporate 
hnyement or in conjunction with a service provided to  A non-affiliate$ and, 
due t o  the nature of the t u k .  require special cost identification and billing 
considerations. Generally, projects are usociaced vith services that are not 
1d.ntifi.d in the Cost Allocation Agreement. Depending on the w n e r  in vhm a 

Sorvices performed by BellSouth at the request 

project OrigiMtU, it Vi11 be C1USifi.d U :  

a. Subsidiary Funded (?SI: 
of subsidiary u f u g u a t  which produce specific b e f i t s  for the 
subsidiary requesting the service. 

b. BellSouth Funded Projects (PB): Services performed by BellSourh where 
assignment of costs to an affiliated entity would not be appropriate. 
A BellSouth Funded Project. u an example, would be used t o  identify 
research and pro-incorporated operational expenses of a new venture. 
BellSouth funded Projects vhieb ultiutely produce benefits for one or 
more subsidiaries u y  be reelusifid t o  the benefiting entity through 
the Corporate Functions Cost Assignment System by assigning a Corporate 
Function Code to tbue costs. 

e. Cost Identification (E): Projects duigned to perform a specific cost 
identification purpose. Co8t Identification projects are not true 
billiry projects u defined in Paragraph 1.01. but are actuelly 
Company costs for which detailed tracking is desired 8 .1 . .  Employ- 
Security Partnership costs that are not project billed bur need t o  be 
identified. Assigni4 a project nunber to these costs is Simply a 
wuu of facilitating the tracking process. 
purposes. these costs are allocated t o  the subridiariu based on the 
corporate function cosc u s i w e n t  methodology. 

For cost usicnment 

d. Non-Affiliated Billing (PN): Costs vhich result from the contracting 
by BellSouth vith non-affiliated parties to  perform sp.cific services 
on behalf of the non-affliate for which full reimbursmnt is to be 
obtained. 
benefiting party for a PN Project to  be established. 
Executive Instructions No. 2 must be adhered to prior to the 

A contract nut  alvays be present between BellSouth and the 
The provisions of 

444 establishaent of this project. . - ”- 
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1.03 
Project WUIaprS, and negotiating, when necessary. with both affiliated and 
non-affiliated entities for all projects planned. 

1.04 
must be approved by the CPC before billing t o  the subsidiary can take place. 

1 . 0 s  Project billing is the m l y  weans of collecting cost for billing t o  
BellSouth encities not parties to the Cost Allocation Agreement and non- 
Affi1iAt.d entities. 

1.06 
Form. 
Administrative Procedures (MP) 010-003-001. 

.- p w  3 
L 

Each department is responsible tor establishing projects. selecting 

Costs accumulated under a nev venture's BellSouth Funded project number 

All projects require either approval papers or a Memo Authorization 
Procedures and forms for establishing project are found in BellSouth 
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