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Response:

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

Date: 06/17/93 .

Amended Response to
‘Item No. 2-104

Pageé l:0f 1

Has C&L Minneapolis completed their independent analysis

of inventory reserves? If so, provide a copy. If not,
provide expected completion date.

In its response of June 24, 1993, the Company stated
that Dataserv had not engaged Q&L Minneapolis to do an
audit solely of inventory reserves. C&L does perform an
annual financial statement audit for Dataserv and this
audit would have encompassed a review of reserves. No
separate audit report has been issued or is expected to
be issued on inventory reserves.

This request was discussed with Kathy Welch on June 24, -

1993, and at that time Kathy asked for C&L’'s financial
statement audit report. The Company amends its response
of June 24, 1993 to provide Coopers & Lybrand Audit of
Dataserv’s 1991 and 1992 financial statements.

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Request Confidential
Classification." '

Ce u -J LJI Jl.o-‘

Date Provided: June 29, 1993
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ATTACHMENT

oartified public accouniants - PAGE

Coopers
&Lybrand ' :

'To the Board of Directors and Stockholder of Dataserv, Inc.

We have audited the accompanying consolidated balance sheets of Dataserv, Inc., a wholly-
owned subsidiary of BellSouth Business Systems, Inc., as of December 31, 1992 and 1991, and
the related consolidated statements of operations, stockholder’s equity and cash flows for the
years then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are fres of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Dataserv, Inc. as of December 31, 1992 and 1991, and the

consolidated results of its operations and its cash flows for the years then ended in conformity
with generally accepted accounting principles.

. Q@m

Minneapolis, Minnesota

Febmzs,ms. g 51 QEEE ﬁ@%?ﬁ
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Dataserv, Inc.
Consolidated Balance Sheets
as of December 31, 1992 and 1991

(in thousands except par value per shars)
]

Assets
. 1982
Current Assets:
Cash
Accounts receivable - net
Inventories
Deferred 1n:£me ta:es
Other current assets L'QJ“‘fB
Total current assets
Property and equipment - net L
Capitalized software costs - net
Other non-current assets - net
Total assets

jabilities and S ckholder’s Equit

Current Liabilities '
Accounts payable
Accrued expenses Aé
Amounts due parent and affj e :
Deferred revenue
Total current 11
Deferred compen éJ

Deferred inco

Commitme d\ ontingent liabilities

Stockholde Equity:

Common stock, $.05 par value, 42,500 shares
authorized, 33,325 shares 1ssued and outstanding
at December 31, 1992 and 1991

Additional paid-in-capital

Retained earnings

Total stockholder’s equity

The accompanying notes are an integral part of the consolidated financial

statements.
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ITEX NO. 2-184

ATTACHMENT
MEE  3OF1U
Datasery, Inc.
Consolidated Statements of Operations
for the Years Ended December 31, 1952 and 1991
(in thousands) i
1992 1991

Revenues:
/0 Maintenance
Parts sales
Equipment and software sales

/3 Total revenues z{
| A
' Cost of sales and service: ,

/j Mzintenance Q

Parts sales
Equipment and software sales ?'\ *
Total cost of sales and servic;f -
Gross margin : (/-‘ .
Selling, general and admmst;:atwe xpenses
A Interest (income) expense ~

/ol Loss from wind-down of uss}ifeqmprﬂ nt product 1in

Income from continuing peratlohs before income

Gjé/ taxes

Income taxes ‘3
y;é K y . }
' Income from contipiing joperations \‘uﬂ/
\

operations
j ment, Inc.

Net income

The accompanying notes are an integral part of the consolidated financial

statemente. SPE@E EE@ m;ﬁnﬁﬂ“ﬁi
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" ITEM NO. 2-104

ATTACHMENT
PBE  4DF 1Y
pataserv, Inc.
Consolidated Statement of Stockholider’s Equity
for the Years Ended December 31, 1992 and 1991
{in thousands} il
Additional Retained
Common Paid-In Earnings
Stock © Capital {Deficit)
// Balance‘at Janua;y 1, 1981 $ $ $
_ Capital contribution by parent a
}{25; ‘net of distributions of $2,947
Net income
Dividends to parent -
/? ' Balance at January 1, 1992
Net income
Dividends to parent
Balance at December 31, 1992 $ b3 s -

The accompanying notes are an integral part of the consolidated financial
statements.

PROPRIETAK ¢’
oFiED CCNFIDENTIAL

7
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ITEX MO, 2-104

ATTACHHENT
PGE  S50F 1t

pataserv, Inc.

Consolidated Statement of Cash Flows
for the Year Ended Dacember 31, 1992 and 1981
(in thousands) )i
4
- 1992 1991

Cash flows from operating activities:
/O " Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Provision for losses .on accounts receivable
Provision Tor inventory writedowns
Provision for capitalized software writedowns

/7 Provision for deferred income taxes
Changes in assets and liabilities:
/9 - Receivables
Inventories

Other current assets

Accounts payable

Accrued expenses

Deferred revenue
_ Deferred income taxes .
41%5 Net cash provided by operating activitj

Cash flows used in investing activj

dgg? Additions to property and equi
Additions to capitalized so
/ Additions to other assets
,53 Net cash used in investin iv

ctivities:
rent
m parent

. Cash flows used in fi
23 Repayment of amoys
Capital contrib
Payment of djyvild
Distribut
Change
Net cas

ita) to parent
ovérdraft '
inancing activities

Net incrégse {decrease) in cash
Je/f Cash at beginning of year

Cash at end of year

Cash flow information:

{/53 Interest paid
Income taxes paid, including payments to

parent in lieu of federal income taxes of
qé $2,404 and $10,755, in 1992 and 1991

The accompanying notes are an integral part of the consolidated financial
statements. . . =
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ITEN NO. 2-194
ATTACHMENT
PEE  HOF U

Dataserv, Inc.
Notes to Consolidated Financial Statements
($ in thousands)

H;

Basis of Presentation

Dataserv, Inc. (the Company) is a wholly-owned subsidiary of BellSouth
Business Systems, Inc. (the Parent), which is ultimately a subsidiary of
BellSouth Corporation (BellSouth). The Company’s primary business is
the sale, maintenance and repair of computer equipment and systems
throughout the United States.

ar Significant Accounting Policie

Principles of Consolidation

P

The consolidated financial statements of Dataserv, Iﬁé& include the
accounts of the Company and its wholly-owned suq;fdiar g;. Significant
inter-company accounts and transactions have bé%%;%;im' ated.

Inventories B %
& }
i

Inventories are valued as follows:

enance and repair, are stated
st method) or net realizable

Parts held for sale or uSe\y
at the Tower of cos
value. 4

tquipment fo ated at the lower of cost (specific
i atton\wéthed) or net realizable value.
i t
n

Prop gquipment is recorded at cost. Depreciation and
amort joyis computed on a straight-line basis over estimated useful .
Tives follows:

Buildings 30 years
Leasehold improvements , 5-10 years
Equipment 5 years
Recyclable maintenance parts

and machines 5 years

Expenses for refurbishing recyclable parts used in the maintenance
business are charged to operations as incurred. Upon the sale or
retirement of property and equipment, the cost and related accumulated
depreciation are eliminated from the respective accounts and the
resuiting gain or loss is included in current operations.

W

FR1Ka2y 825621
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ATYACHMENT
PRAGE T0OF 1t

Dataserv, Inc.
Notes to Consolidated Financial Statements (Continued)
($ in thousands)

Ll
(%4

-

italized Software Costs

Development costs of software to be Ticensed to third parties have been
capita?ized in accordance with Statement of Financial Accounting
Standards No. 86, The_capitalization of these costs begins when a
product’s technological feasibility has been estabiished and ends when
the product is available for genmeral release to customers. Amortization
is computed using the straight-line method on an individual product
basis, generally over a five-year period. The amount of software

development costs capitalized in 1992 and 1991 was and $2,202,
respectively. The amortization was and for 1992 and 1991,
respectively. : '

Income Taxes ’,jy

"‘hﬁk 4
For Federal income tax purposes, the results of the-Company’s operations
are included in BellSouth Corporation’s consolidated tax yeturn. In
accordance with the BellSouth Consolidated Federa1vﬂqpome ax Allocation

Policy, the Company is generally allocatedjFederalilinCome tax or
benefgt, to thepextent ?t contributesﬁt§§§§1 Afeoh or loss to the
m

consolidated group. Alternative mum{Tax {{AMT) is computed and

recognized on a separate comp agis a y consequent ﬁ reduce the
i i axes payable. The Company

e jurisdictions in which it

amount of -tax benefit or ingregse
files separate state taxs
conducts business.

arelprovided for income and expenses which are
ifrint periods for income tax purposes than for
g ‘purposes.

511 adopt the provisions of Statement of Financial
Standards No. 109, "Accounting for Income Taxes® during 1993.
Theaffect of changing the method of accounting for income taxes to
comply with this statement is expected to be immaterial to the Company’s
operations and financial position.

Rel d Party Transactions

Included in income from continuing operations are ma%ntenance revenues
from the Company's affiliates of ~ and for the years ended
December 31, 1992 and 1991, respectively. [n addition, fees of

and were billed to the Company during 1992 and 1991, respectively,
for certain selling, general and administrative services performed by
various BellSouth subsidiaries.

The Company has a revoelving line agreement with the Parent in the form
of unsecured notes, due upon demand, bearing interest at a rate
approximating the Parent’s commercial paper rate. The Tine does not
have an established limit. The interest rate at December 31, 1992 and.:
1991 was and respectively. Interest expense relating to
the Tine amounted to and for the years ended December 31, 1992

mER

a— g0 B S &8 ni- R T
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ITEX NO. 2-104
ATTACHMENT
- - PacE 8 OF 11

Dataserv, Inc.
Notes to Consolidated Financial Statements (Continued)
($ in thousands)

H’

and 1991, respectively. Outstandiny borrowings under the line were
$1,500 and $5,400 at December 31, 1992 and 1991, respectively.

Income Taxes

The components of income tax expense (benefit).for cont1nu1ng operations
are as follows: a

Year ended December 31, 1992:
Federal
State
Total

Year ended December 31, 1991:

Federal . R
State
Total

nsferred a 1iability for deferred compensation
onding deferred tax asset of to the Company.
ted in a non-cash dividend of to BellSouth.

of and a
This trans

During 1991, fefred tax liabilities of . 20 relating to certain net
assets of DatMserv Equipment, Inc. which were retained by the Company
were transferred from BellSouth to the Company.

The differences between the Company’s effective tax rate and the Federal
statutory tax rate for continuing operations are explained below:

1992 1991
Federal statutory tax rate 34.0% 34.0%
State income taxes - net of Federal income
' tax benefit _ i 5.2 4.8
Other 1.6 (0.1)
Effective tax rate 40.8% 38.7%

. -~ mm&ﬁ"ﬂ@ﬁ"h!?" i




TTEN MO, 2-104

RTTACHMENT
PREE 90F 1t

Dataserv, Inc. .
Notes to Consolidated Financial Statements (Continued)
($ in thousands)

L

(5) Benefit Plan v

The Company has a defined contribution plan f0£fits emp?oyges who have
completed a qualified period of employment. The pian provides for
participant and emplover contributions. The cost of the plan to the
Company approximated and for the years ended December 31, 1992
and 1991, respective1y.

The Financial Accounting Standards Board has issued Statement No. 106,
*Employers Accounting for Post Retirement Benefits Othef than Pension”,
which the Company plans to adopt in fiscal year 1993:§JThe Company does
not expect the adoption of the statement to have a.sig ificant impact on
its financial position or results of operation by

Discontinued Product Line_and Operations<d

(6)

onto Fefocus on strategic markets
jonYWith this refocus, the Company
nt product line. Accordingly, a
d operating lTosses and the

The Company completed the wind-down
the first quarter of 1992. Revenues
uipment business are included in the

nt”of Operations. .

In May 1991, the Company made a decd
and growth opportunities. In co
decided to discontinue its us
cfz;l provision was made for, e
writedown of all remainingjajse

~of the used equipment i
Cﬁzlfgof

related to t

accompanying 1991 % \

@) e Board of Directors of the Parent voted to sell
Boek of DEE, a wholly-owned equipment leasing
subsidiap jdian Leasing Corporation. This transaction was
recordef]) a isposal of a segment of a business. The 1991 gain on
disposal\y'ef1¥cts a change in the 1990 estimated income tax benefit of
this trandaction. |

During December,
all outstan

{7) mmitments and Contingent Liabiliti

The Company is party to various claims, legal actions and complaints
arising in the ordinary course of business. In the opinion of
management, all such matters are without merit or are adequately covered
by insurance, or if not so covered, are of such kind or involve such
amounts that unfavorable disposition would not have a material effect on
the financial position of the Company. ‘

The Company’s headquarters, certain warehouse and ancillary office

space, and certain equipment, are currently rented and are classified as
operating leases for financial statement purposes. These leases expire =
at various times through the year 2000. The following is a schedule of
future minimum rental payments required under leases that have an

) o s
¥ t: i R IR
whd nholg EJ E.!, il

.

o one .
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ITEN NO. 2-184

ATTACHMENT
PGE 10 OF 11
Dataserv, Inc.
Notes to Consclidated Financial Statements (Continued)
($ in thousands)
Tk
jnitial or remaining non-cancelable -term of over one year at
December 31, 1992:
Year ending December 31:
JO 13
: 1994 ‘ o
1995 ; a
1996 - ’
1997 '
Thereafter

/6

(8)

K14
40

Rent expense related to continuing operations was
the years ended December 31, 1992 and 1991, resp-

Additional Financial Information
The following sets forth the erta1n balance sheet amounts
at December 31: g

parent ‘and affiliates

-Less: Allowance for uncollectibles

Inventories:

Parts
Equipment for sale

Property and equipment - net:

Land and buiTdings

Leasehold improvements

Equipment

Recyclable maintenance parts and machines

Less: : Accumulated depreciation and
amortization

e SOECIFED SSNFIDENTL
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ITEN NO. 2-18%
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Dataserv, Inc.
Notes to Consolidated Financial Statements (Cont'inued)
(s 1n thousands)

Y

Depreciation and amortization expense related to the property and
equipment of continuing operations for the years ended December 31, 1992

q and 1991 wasu@@iilll and GENIIRY respectively.

Other non-current assets - ﬁet: ' f? E
Computer software purchased s b3
Organization costs - -
Less: Accumulated amortization - -

| 3 s

jé A book overdraft amounting to -at December 31, 1991 was included in
accounts payable in the accompanying consolidated ba‘l ance sheet. There

were no overdrafts in 1992.

t

FINOB6E1. RPT-
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COMPANY : BST

TITLE: ANALYTICAL REVIEW

PERIOD: 1991 AND 1992

DATE: JUNE 1, 1993 y
AUDITOR : RKY

WP NO. 7 .

I. An analytical review was performed to determine the amounts involved in
the affiliated transactions, From this staff would select those affiliated
companies to audit. Our first plan was to select three affiliated companies
based on dollar amounts, select three small companies and then do BSE -
chaining. Anything under $10,000,000 was considered a small company.

Our analytical review is based on answers to 2-012, 2-012.1 and 5-006.
5-006 is considered Proprietary by BST. -

The three affi{liates with the largest amounts of dollar transactions

were:
BILLED TO ~
BST 1992

BELLSOUTH CORPORATION 99,766,526

BELLCORE 162,580, 303

BELLSOUTH COMMUNICATIONS, INC. 209,991,149

Only two smaller companies were selected because the audit team felt
that was all we could handle in the time frame and the amount of people
vorking on the costing methodologies area.

The two samller companies were:

SUNLINK -- ANY AND ALL SUBS OR AFFILIATES THAT ARE IN THE REAL ESTATE AREA,

BILLED TO
BST 1992
SUNLINK ‘ 3,269,678 .
CSL CHASTAIN 694,717 *
CSL BIRMINGHAM 9,557,626

’./-_-———-———-—-— -
7; DATA SERV. 4,936,617

¥We did not consider the Advertising and Publishing Group becasue the costs of
publishing are being addressed in a separate group. Group 3 led by Rick
wWright,

Mobile Systems Group and Bellscuth Information Systems were part of the
small companies., We did not consider them because of staff and time limits.

e pr ity
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COMPANY :
TITLE:
PERIOD:
DATE:
AUDITOR :

WP NO.

BST

ANALYTICAL REVIEW
1991 AND 1992
JUNE 1, 1993

RKY

?
N

. IV. A coaparison of the amounts allocated to Fl for 1991 and 1992 was
performed, We could not do this for tatal states as 1991 was for SBT and four
states and 1992 was for BST for 9 states.

The following schedule is for those charges that were allocated to Florida
that increased or decreased 10% or above for affiliates that allocated

$500, 000 or more.

SOUTH

T0 BST IN 1932

BELLSOUTH SERVICES
TO BST IN 1992

SUNLINK

-3
-~ CSL BIRMINGHAM

BELL

%INCREASE
F1 1991 FL 1992 (DECREASE)
17,479,768 0  100.0000%
367,378,631 0 100.0000%

0 1,630,138 100. 00CO%
0 2,241,640 100, 0000%

BELLSOUTH INFORMATION

SYSTEMS _ 543,180 980, 216 80. 4588%
MOBILE COMMUNICATIONS

CORP OR AM AND AFFIL 355,972 600,902 8. 8060%
BAPCO 1,202,527 1,064,303  -11.4945%

STEVENS GRAPHICS

0 664,870 100, 0000%

BELLSOUTH COMMUNICATIONS

INC

e
DATA SERV INC AND

% AFFIL

BSHR

25,287,590 52,729,091 108.5177%

891,250 1,218,592 36,7284%

921,706 a  -100.0000%

PSC staff has sent this Information to other team members for follow up,

BAPCO to Rick Wright
Sunlink, STevens Graphics, and Data Serv to Kathy Welch
BEllsouth Comaunications to me (ry)

SCB and BSS

Hre all part of BST in 1992 and part of the BST

CSAP portion of the audit.

.
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Southern Bell Tel. & Tel. Co.
. § FPSC bocket No, $20260~TL
Audit
Date: 3-2-93
R SHERHI Amended Response to
Item No. 2-0047
Page 1 of 1

Provide a copy of the Dataserv Atlanta Repair Facility
Cost Center statement for the year end 1%91 and 1992.
(Be sure to include revenues and expenses).

Request:

Response: See attached for 1991 and 1992 Dataserv, Ina. Atlanta
Repair FPacility Income Statements.

This material constitutes confidential propriétary

business information and will be the subject of a "Hotice
of Intent to  Request Specified Confidential

Classification.®
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Date Provided: March 24, 1993
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Southern Bell Tel. ¢ Tel. Co.
TPSC Dockat No. 920260

Audit

Datea: 05/20/93

Item No. 2-0B1

Page 1 of )

ReqQuest: Re Data Serv: Provide Data Serv‘s investment’ in the
Atlesnta Repair facility in 1992,

Response: Dataserv’s net investment {p the Atlanta ir facility
Eor 1992 ver g CHes5 71D

This Lnformation constitutes ptoprietary confidential
business information and is the subject of a "Notice of
Intent to Request Confidential clamsitication.*

A YR RE

PROPRIETARY

i

0 Southern Bell Tel. & Tel. Co.
Lﬂj FPSC Docket No. 920260-TL
\ Audit
Data: 06/07/93
Item No. 2-092
Page 1 of 1

Request: Frovide the balance sheet for Dataserv for 1992 for the
Maintenance Co. Atlanta Repair Rollup Division.

Response: The Dataserv repair center located in Atlanta is a profit
center not a division and accordingly no balance sheet is
available.

&5 5 = [ g B RS
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 07/02/93

Amended Response to

Item No. 2-106

Page 1 of 1

Request: Re Dataserv: Provide the- list of Cost Centers used in .
the G/L and to what they relate (i.e. ~ Center 41005,
41100, 41120}.

Response: The Company amends its response of July 12, 1993 in which
it stated that the requested information would be
provided op or before July 16, 1993.
A list of the Dataserv cost centers and the associated
description for each is being mailed in overnight mail to
be recg;ved on July 14, 1993.
This material constitutes proprietary confidential
business information and is being produced subject to a

"Notice of Intent to Request Confidential
Classification.”

J%W//o& m G/
Jtee  ALKTS WM//—-»

Olitait by, Aecnaio - Wﬁw/w‘fw@

Date Provided: July 13, 1993

gl
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PATASERY, ING.

1993 HIERARCHY
o
[MAiM_ 11 TOTAL CUBTOM SOLUTIONS

L]

H

47
5l

CUBTOM SULUTRINY AUNINISTRATION
CUATOM SOLUTIONS NON-OPERATING CENTER

TOTAL FIELD ORQANIZATION
BUGINEES O EVELOPUENT

DELTA QROUP
RUPPOAT
BUBINEDS OEVELOPMENT
SEAVICE DELIVERY
SEAVICE DELIVEAY ADMIN
CEAVICE DELIVERY
TECHNOLOGY CONVERSION

CUSTOMER EDUCATION
CONE

INTEGRATED SOLUTIONS DIVISION
180 IVIGION ADMINISTRATION
NAT'L TECH SUPPFONT
INTEQRATIONDEPOY
TELEQSOM AQCOUNTS

TELECOM ADMIN

TELECAM LRIFT MANARFUFNT

TELECOM DISTRICT = DC

TELECOW DISTRIST - I

TELES QM QISTRICT - MN
MEITWOMK MLDOUNLY

MFTWOAK ADMIN

3480 BUBINESE

NETWORK = NORTHEAST

NETWOR . BOUTHEAET -

KETWORK -~ CENTAAL

NETWORK - WEST 2

NETWORK - QoOUTH

FTRATERC ACCOUNTS
NATIONAL BEAVICE MANAGER
NAT', QCAVIGE MANAGEN ADMIN

NATIONAL SEAVICE MANAGER
NAT'L Sl MANAMGER AUMIN

R2=Jyl-&
[ HERAGRRRILITY BT
TVARD WAGNER
IVARS WAGN L 120650
VARS WAGNER o3 1000
IVAAZ NAONER
JOE RIOLG 196133,
FCE JOHNSON 1891
ICK JO ANBCN o
AICKJONNBON ’
AICK JOHNEON 180120
HEATMER MYEHN 150181
RICH EYERROAD 18012}
AL WILLLOK 180134
HEATHEAMYERS 130138 _
AICK JOHNBON 130138
TOA —
m—
JIM WAL RER
Jid MALRER
CECIL NAUNI

TEL) ACCHER 122000
150 XOCHER 21144
TED KOGHEA 122110
T@m rocHEA =1
TED KOCHER 122130
AICKT WHLEFORD

RIGKY WILLEFDRD 173000
ROM IMITREMCYCR 1k2290
RICKY WILLEFORD 122190
UCKY WiLLEFOAD 173180
GURT AIBITY 122280
CURT 183 TT 142180
CYRT AIROTY 142099
cHRIYE rrgUCY 1281
RHIR EHONER 125012
CHRIA PHODES 123012

HAI 113014

CHAIE FMHOOEE 1421908
GARY LI XEMDERG Y30y
RN ERTAFM T T T T {ase
Sk HALINER

TAAY LI XARAY PROPER

QARY LIZAARAY PROPER 141000
O 'MALIMER 14201
ROR GCEAc T T
SARY LJXENDERG [T
Tid PEIEAS 142301
TiM PEYGRE 143189
WANY LULEMSEHU 142301
WARY [ ITENREAG Y
ZHMB AnOOLES 123108
SCOTT WAGONER 142100
GAAY LUXENHGAG 141208
1M s ENG AT
“fiu PFTERS 142100
GARY LUXENGERO 143300
TAAYLUXENOERD 143309
AQM HARTIEWVEYER

FON RAATREMETER 143000
REODTT WA RFR oy
BRIAN LITREW 141202
BRAIAN IISTAEW 142302
DINAN 2CTAEM 147003
ERIC~N METZGER 142103
GARY LUXENOERG 1422

ITEM MO, 2-106
ATTACHMENT

FOlKoaw 006447

f’L
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RETAIL BYSTEMS DIVIGON
DAVIZION ADM|NISTRAATION
NATIONAL ACCOUNT MANAQEMENT
TECH BUPFOAT
BEAVICE CENTEREG

BEAVIGE CENTER ADMIN
PHILADELPHIA

ATLANTA

LOUSIVILE

CHICAGO

WINNEAPOLLS

DALLAS

LOB ANGELES

BELECT ACCOUNTS OIVISION
SELECT ACCOUNTS DiV. AOMIN,
SELECT ACCOUNTS TERAITORY ROLLUP
. TERRITOAY 1 s
h TERRITORY 2
TEARITOAY 3
TECHNICAL BUPPORT

0  GROUP OPERATIONS
OPERATIONS
TS8 SUPPORT ! -
BHIPPING ¥~ - t ’
TEST 4 TEARDOWN . ¥ 3
INVENTOAYMAINTENANCE -
PURCHASING
INVENTORY PLANNING AND SCHEDULING
INVENTCRY QPERATIONS
INVENTORY OPS PHILADELPHIA
INVENTORY OPR ATLANTA
INVENTORY OPS TAMBA
INYENTORY O’S LOUISVILLE
INvVENTORT OPS CHICAQD
INVENTORY OPS DALLAS
INVENTORY OPS LOS ANGELES
PAHTS AEPAIR The
TEST METHODS . :.eviiv
FROQUCT SUPPORT A
RECEIVING '
PUD BUPPORT SERVICES -
TRANSPOATATION ©
TRAINING
CUBTOMER INFORMATION SEAVICES

36

BRIAN EgTREM 142303
Tikd M:TERS 143103
MAX SAUAEZ [T
RON HARTKEMEYER 143453
RON HAATKEMETER | 143603
RON HAATKEWETER Taas
ON HARTREMETER 14200
BRANESTAEBE T itma
GAAY CUXENBEAG 142308
BAIAN EHTREM 1208
Thd PETRAG 19708
Tk PETERS 143908
RAIAN ESTREM 4308
TiM PETERS 14300
GARY LUXENBERG
GARY LUXENBERQ 10118
QARY LUXENBERO 143318
GARY LUXENBEAG 143115
GARY LUXENBERG 143416
QAAY LUXENBERAG 103815
QAAT LUXENBERG 1G85
QARY MAINGR
TAAY LUAINGA 110100
LEO guiITH 110150
CAVIO NATEREILL 110581
KEN WIJREBCHER
KEN WIJRSCMER 110400
ED ALLEGRETTO 110411
DAV HALL 110422
ROQER YOCKEY T4
DENNIE GBEAT 110441
WARREN RO 55 110451
JIM HAJILET i 110481
FAANK SHUFELT 110471
LES RAJER
LEG ALJER 170150
LES RAJER
OENNT HOFF 170116
RON BMALL 179118
LEWIS TRAMMELL 170511
GORDIN LITTLER 17o127
GARY MAINCA
DOW RUNECK
SCQTT WEEALUND 132600
TOW TORGORG o o
TOM HONE 137000
DAVE NOUNE 2xree0
OAVE NOLINE 2a0
DAVE NOLINE £AT6E0
OAVE MOLINE
QAYE MOLINE 212411
OAYE WOUNE 13472
DAVE MOLINE 233423
DAVE MOLINE 23843
DAVE NOLING =1
DAVE MOLINE 232481
DAVE MOLINE 232477
TGM HONE =0
CHARLIE CAFIPOLL 212610
JEFF FIJELER T 233810
TOM TGRBOG R 132680
PATTY JOHNSON 237720
JIM FLEGGHER 22710
DAVID WATERFILL 232310
JOLENE LOUWAGIE 212640

FolKoaw 006428
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LRLLLET .| o

0P CALL COOROINATORS JOLENE ouwagie " pdrynd
c  cauE VARD WAGHER
GUSTOMER ACCOUNTY TOREITERGRPARG ___ _  wdwd_
RETAL CUSTOMER ACCOUNTS LYMOHL ARDED YHO 100
PROGPECT BALER TEAM NOA Lﬁﬁ;{_tgﬂru%u“—“" 00
WAJDR ACCOUNTE LIRA ssfipl » 49904
MAJOR ACCOUNTE DOROTNMAN U 350 16O
MAJOR ACCOUNTS £D AY0 1]
C:T;’__]a ATLANTA AR AIAINOR «f
ATLANTA ADUBHETRATION AAN BENEFIELD TN He
ATLANTA REPAIR PACILTY SN BEWEFIELD Whaint /T:T
PRTE B TECHNOLOGY GUPPOAT SERVICES DIVigion Wi K ©QULKA
COMPUILH PARTE WIRE U QUL AR
AEVENUE MIKF L OIAKA 1 14100
ORRMTE INVENTOAY mﬂ'cgwuu LI 2408
PURCHASIHG T
ADMULETRATION WIKECH L4708
CUNTOMER STAVICE wean 1
MARKETING - DA bk ahih
FARTE HON-OPEAATING CENTEN WIKE CHEUL KA 100
naon I. AFTAN APPLICATIOM S OIVUMON WARGLD BCHARUS
SoLUTIONS WARGILD BCHNGM mw
SURPALS FGlOChA __ iw
i WARILD BCHAWM 00
BHOP HAAGLD BCHAUL T
AAD HON OPERATING GENTEN HANDLD GG Wm 1
CORP &  COAPOAA
qExscuTIve FHIL HHDEAAKER - 0]
LEQAL TARCUNE WATRON 4140
GrO OROUSY GART JORDAN
PHANCE OAVE MAENRF FITT)
PULANGLAL RCPORTING AND TAX JAONE ANDENSON 4160
CUNTOMER ACCOUNT BERAIGES TR T ania
DULANMING & AHALY $13 QARY JORDAN T AN
i BYRCH BAKCA $1400
CORPORATE RON-OPERATING CENTER QART JORDAN )
QROUP OPERATIONS GARY WAHOR
WORD PROCESMNG ._.IN_DTA GRAVEE 41150
PILED BUQOET OO NMONECK . 41060
KUMAN REBOURCES YATHY ANOPUS %0
PACITIES Jid F:D\" nedd
GOMMUMCATIONE GUPFORT FATIT JOHRTON TN
CORCORATE MASKETING SAUL WALWGREN 11100
CUSTUMER SUPPORT Vo & 1] it
TELECOMUUNICATIONS SERVICES JOLENE LOUWAGIE T

b [
v

; FOIK02W oowa"l(p .

/|
s
%
2




[ e

8t

W7

//m A s

QECSod MooNied

DATASERYV

1992
Profitability Analysis (Six Month Average - June YTD)

BellSouth » Non-Affiliate

|[Revenue
Contract
Footage and Usage
Time and Material
[Total Revenue

{Expenses

Salary

Oventime

Bonus

Payroll Taxes and Employee Benefits
Travel Costs

Consumable Pars Costs
Depreciation on Repairable Parts
Repair Costs
Telephone/Communication Costs
Misc.

[Total Expense

On-Site Field Margin
On-Site Field Margin %

ANV LATHdONd

LHMLIY
gye-2 "ON WLl

Mn/l)'ﬂl !
_‘g]’




o -y ITEN K. £-6243
Loy wy, ATTACHKENT
PRCC L OFS

DATASERV ;

1992
Profitability Analysis (8ix Month Average - June YID)

Bellsouth : Nan=Afflliate

Revenue

cContract

P&U

TeN S 3
Total Revenue

Expenges

Salary

oT

Bonus

Tax/Bene's

T4E .

Caonsumable Parts

Reoycled Pte/Test -
Repaiyr Costs .
Tele/Conm .
Misc

Total Expenses

on-Site Field Margin
on~Slta Field Margin %

P 2o - &e__f_%-_é_ gf(/é,(oﬁ/

PROPRIETARY

FOLROId #2130
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Regquest:

Response:

gt

Southern Bell Tel. & Tel. Co.

S T FPSC Docket No, 920260-TL

Audit

Date: 3-2-23

SERE Amended Responce to
Item No. 2-0048
Page 1 of 1

Provide a copy of the analysis prepared for the Dataserv
Centers of costs for affiliates vs. non affiliates.

i
Attached is the 1992 pataserv Profitability Analysis
whlich compares, based on January -~ June, 1992, actuals,
an average month of revenues and expenses associatad with
maintaining Rellsouth data centere to the revenues and
expenses associated with mainteining the data centers of
non-affiliates., The revenues and costs to maintain a
data center will vary depanding on the location of the
data center and the amount and mix of eguipment being
maintained. Consequently, on-site field margin
percentage is the appropriate measurement of affiliate
and non-affiliate data center profitability. On-site
field margin percentage is simply on-site field margin
divided by total revenue. On-site fleld wmargin is
revenue less the direct costs incurred to provide the

. service. It does pot include any corporate overhead

2 0% e

RSN
R ”I t”'jm;

allocations.

This material constitutes confidentiai proprietary
business information and is the subject of a "Notice of
Intent to Request Specifled Confidential Classification.”

""‘ |' ’1"]"\{", '

ded: March 24, 1993
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BELLSOUTH CORPORATION : i ATTACHMENT 1
COMPARISON OF CAMPANILE LEASE RATES —Oﬁf.g/( a_p /& ’ PAGE 2

L D E FG

X 261,955 L
556 - BLSSQET
YEAR Bo. o LE.ASE . LEASE REDUCTION ADJUSTMENT "(ADJUSTMENT)

1 08-1438°87

2 081489 6B

3 08149889 "

4 08-14-8F 9o

5 08-14.87 4/
6 08-14924%

7 08-14-84 43

8 08-14-95 g4

9  08-14-98 95

10 08-14-9f 1¢

SUM OF LEASE RATES ~ - “

AVG RATES PER SQ. FOOT =J¥ o-O -4l

/ f TOTAL ADJUSTMENT NEEDED FOR EQUIVALENT AVERAGE LEASE RATES ) ]
*  C&L iease tates in this schedule imclude the
20 . QIR expense stop difference after the first
25 months. Actusl base lease rates in the
lease l.re.ower
= = .. Adjtmm.entfoﬂhgdiﬁ'eehmimpmmL = o« o oo c=o
g}f allowances. BellSouth T! aliowance vu?pa
C&L T1 aliowance wasdfiff per foot. Differcnce of

ercfore, included as a reduction of rent in year
1. Also included is Ml reduction for the moving

& ? : allowsnce negotinted by C&LaiiH 16/61,428 £)

\flhjs wlp acgw'/a it 3 analegis o-;‘%‘

Ok ﬂﬁﬂd?bf'ééaxsﬂ,_ & 003/ S

W“Ci ~ 0M~241W
L-G * And FRIKo2N 902898

" o



45

ACaL

S

gy
CHL >

BLS 8t
kz_pa/Jf Oﬂﬂb-dﬂ"s

{39z

b

" A
waL.
A 30,81




L _ |
&

BELLSOUTH CORPORATION ATTACHMENT 1 ™.
COMPARISON OF CAMPANILE LEASE RATES PAGE 1
REFLECTS EFFECTS OF DELAYING INCREASE IN RPSF TO 1/1/93
é ,J XxX2s56752 L
C&L BLS 538 RATE BLS SQFT
YEAR _LEASE * _LEASE REDUCTION  ADJUSTMENT  (ADJUSTMENT)
.l
1

1  08-14-88

2 - 08-14-89

3 08-14-90

4 08-14-9]

5 081492

6 08-14.93 }

T 08-14-94

§  08-14-95

S 08-14.96

10 08-14-97 _

-l
SUM ormssmms
f 10 1 10 I 10
averatesemrsq.roor __ G Gl _ ams _  @B
TOTAL ADJUSTMENT NEEDED FOR EQUIVALENT AVERAGE LEASE RATES _‘
il *  C&L Jease rates in this schedule include the -

A ‘xpense sop difference after the first
: '_3 25 months. Achua] base lease rates in the
lease are €.

pul’ '
A7
29

3 NET PREEENT YALUE
A

**== = NET PKESENT VALUEOF
35 PRO FORMA STREAM OF

61' ANNUAL ADJUSTMENT FACTOR TO OBTAIN EQUAL. NPV ‘-— Fhis s e adi 012 pecaid
o PRO FORMA LEASE PAYMENT STREAM: = ': reduce BLS ‘ar aske +o
1 ‘df Sand ternpoanable vo | Ha CHL
-.-A'fﬁ 2 Gﬁ““ ) ‘,"CIJ.Q__PC l
: 3
4
5
P
7
8
45 a5 2

TOTAL ADFUSTMENT NEEDED FOR EQUAL NPV LEASERATES —

/7' (,7 ANNUAL ADJ. X 261,955 FOR 10 YEARS -gug r—

L - OC\M.:cI fo tawtobie L#2 .25
£ ~ei GN; wdnwest  aadosd /Jx./

Coveclled spoct (v 5% Qo opef sve - S22 7) COM‘F FRINGRN W}ay
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P-&/W* ’ ;70 bhow COnpand om adywoted 1oles—
" Cotaining Gmmia oo B 0[12) 4 b e_i crobls o
CA AeTED . S_-Dl\_‘%aada.ﬂ P St ATTACHMENT A

o . i

COMPARISON OF ADJUSTED BILLING RATE PER SQUARE FOOT

BELLSOUTH CORPORATION

TO RATE PER SQUARE FOOT BASED ON NET PRESENT VALUE
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Q/. Testing - New Profiles - Network determined that the labor
profile method was the preferred time reporting method for all
Test Center Employees. Profiles were implemented in September

:nd October 19%2. Thies adjustment was to correct January -
ugusty,

H .

@New Coet Pool -~ Cost pool (which is common} was established
07/92, however, due to CDM system constraints there wvere no costs
assigned to the cost pool.\'l‘he adjustment corrected thie

situation. -rL'.’ o7 .-u-.,-ﬂJ h e LY I.-"l-rul-

- .5 194§VCorrection = In 1991, at CLL'e request, Network perfarmed an
analysis to substantiate the nunber of hours reported to FRC 61T,
the common code for Testing Expense. The review consisted of
developing an average time per task (hours for certain codes
divided by all task) for all test center activities {service
orders and maintenance task) and applying this average to the
number of customer reported troubles to determine the number of
hours that should have been.reported to 61T. The review

PE concluded that too many hours were charged toc the common FRC 61T
RO resulting in an over allocation to nonreg. Ar $11.3M nonreg to
) . reg adjustment was made in 12/91 to correct the reported results.
R The difference (amount and direction) batween the 1991 and 1992
adjustment was due to an oversight (the hours for several FRCs
were omitted from the 1991 analyeis) in determing the average
time per task. As a result the average time wvas significantly
understated. .
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1992 JCO AUDIT TESTING ADJUSTMENT

In 1991, C&L cxpresscd a concern that the methods (some were profiled and
others were positive time reporting) and documentation for the wey testing
technicians charged their time was lacking. Their primary concern was the
documentation for time charged to FRC 61T, Customer Reported Troubles, which
is a common expensc. Since there was not enough time for the Network Staff
to review the time reporting for all Test Center employees, & review was
conducted by Network to substantiate the hours charged at the FRC level

The review consisted of developing an average time per task (hours for

certain codes divided by all task) for all test center activities (service  a
orders and maintenance txsk) and spplying this average 1o the aumber of *
customer reported troubles to determine the number of hours that should have
been reported to 61T. The review concluded that too many hours were charged
to the common FRC 61T resulting in an over sllocation to nonreg. An §11.3
million noareg to reg adjustment was made in 12/91 to correct the reported
results,

In early 1992, Network determined that the labor profile method was the
preferred time reporting method for all Test Center employees. In July

1992, Network issued methods and procedures for establishing labor profiles
to the field and committed to have all centers properly profiled on

September 1, 1992, Using actual IMC Test Center hours for November 1992
{which are based on the new profiles) and the weighted averages of the
SSC/MAC profiles, welYestated Januvary - August 1992 Test Center expenses to
determine il an adjustment is necemry for 1992. The results indicate a

reg to no hift ot $649,304.00"The weighted averages were used for the
Cs du¢ 10 problems in reconciling the actual hours with the profiies.

The difference (amount and direction) between 1991 and 1992 was due to an
oversight (the hours for severz] FRCs were omitted from the 1991 analysis)
in determining the average time per task. As s result, the average time

was significantly understated.
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File Code:794.0303
Date: December 15, 1992 .

To: Ross Martin
Lyn Rogere-Haney
Bonnie Pere:
Wes Allbritton
Charlas Norris

Froms Mary Stamp
Subject: Commen YTD Adjustment for FRCE 24P and 24%

Attached i{a the worksheet for the common part of FRCS 24P &hd 24¥
from the PDCC test center in-A.ll_l_gSL The tefit center hay run a
monthly report ol the time charged $O each of the FRCs. I have
taken these times and converted them te total hours.

The BENS0E haz been used to convert theas hours to dellars. Lines
114 and 115 frem the November, 1992 ewpang YTD report were used
for this Account 6533 sdjustcment. The factfSrt used Lo allocate
theae dollars to the states wers recelved from Gail Harpe:.

( If you have any questions, it locks like T will be in the office
- Friday, Decenbar 18 and Wednessday, December 23,

. . . . . . ¢ ‘fg
/lﬂé: wnuw todd poch, CR% wat pcifliid r- J“Eg 7
Al ATy eSY gl CouTe #idOLals) withs glfe:_
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) pOCCHLS
-
POCC
FACs 24p 21 24w
~920)
8202
8203
8204
2208
9208 an T A0 ] 1]
3107 180 M 14 44
8208 182 23 2 27
9208 108 8 &0 21
o 9210 117 . 48 30 21
<t 0214 1 20 ° [ 25 -
YL
Total [77) 188 133 154
Yoted Hours 848,805 1:5.1:@ ©
v 0 @sq‘-@ @-— @
i Ng08 Srmpam ov. 1882 _YTD p 24
N 118 $0,308.88  $1.788.03
£Q 40 oslumn Total ‘33. 1] 8,923. 2
__monw __ Fawn 249 24w
Alsbama 0.0881 V541060 4504.01 |
Fiorida 0.2427 48,074.87  $1,430.27
Qeorgl 0.1792 $5.078.50  41,082.8%
Kentucky 0.0583 $1,504.79 $333.04
Lovtslane 0.5037 12,837.47 014,54
Misalagippl 0.0577 $1,834.48 434104
N Caroline 0.0881 $2,803.00 BS3.EY
§ Caroling 0.0881 44,844.08 $388.70
Tennssand 0.1180] L s.287.88 4881,80 /
oziﬁo.oﬁ 86,928,120
FACs 24P & 24W timaa for POCC from Sandy Spesrs 404.726-7007 &
* sonfirmed numbers With Sandy Spears for Nov. 1882 ah) 1%
| POkl
HQ prorate fectors from Qall Herper 404-8209-8987
ENSOS fines
114 - CPH 1150, 1408, 81-68XX - BAL
115 + CPH 1100, 1406, 91-86XX - OTH
Pages 1
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COMPANY: BSE

TITLE: . SUMMARY OF 8SE ACCOUNTING DIRECTIVES
PBRIOD: TYE 12/31/93 g
DATE: JULY 22, 1983

AUDITOR: RKY

WP NO. 51-9

AD 005 - EFFECTIVE 1/91 - REVISED AUGUST 1991.
APPLICATION OF THE JCO TO BSE, INC AND SUBS.
SEE WP ALSO

AD 5
2.02-- all affiliates of BSE are affected by the JCO. Where BSE owns

leseg then 100%, if BSE csn exercise influcence than affeoted by Joo,

2.03 Rules also apply to transactions between nonreg affillates if the
costs associated with these transactions are subsedquently
traneferred, in whole or in part , to the regulated carrrier through
transactions with nonreg affillates. Such transactions are referred to

as chalining.
5.0% CHAINING TRANSACTIONS

JCO rules will apply if transactions between non kg affiliaéés are passed
ultimately into regulation. Thsese are chaining transactions defined as follows:

"When a carrier obtains an asset or service from a nonregulated affiliate
that has obtained the asset or service from another nonregulated
affiljate." d

-

5.02 BSE requires that all interco transactions comply with the JCO
because cost that are included in a chaining transaction that are
several lavers removed from the ultimate destination can be difficult
to identify.

6.01 TIMPLEMENTATION

Following the JCO is the primary responsibiity of the Chief Financial
Officer of each BSE sub.

7.01 COMPLIANCE COORDINATOR
BSE Comptrollers has a JCO Tompliance Coordinator available on its

fi:zggial Accounting Matters staff to assist each BSE sub in resolving
[ . :

L 7L
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COMPANY : BSE

TITLE: SUMMARY OF BSE ACCOUNTING DIRECTIVES
PERIOD: . TYE 12/31/93

DATE? JULY 22, 1993 |
AUDITOR: RKY

WP NO. 51-9 .

AD 007 - EFFECTIVE JAN 1992 - REV ISED AUGIST 1991

e e T L T T A R Y

SEE WP ALSO

MARKET BASED PRICING OF SERVICES IMDER THE JCO

THIS DIRECTIVE IS TO MAKE SURE ALL COMPANIES COMPLY WITH JCO AND
PROVIDE ADDITIONAL GUIDANCE IN ESTABLISHING A MARKET RATE.

2.01 This section defined prevailing market rate; and 2.02 includes
nay questions that are asked to determine if an adequate market rate

exists.

3.01 This sections explaines how to establish an outside market
and the documentation necessary to estabish an outside market.

4.01 Discussed Third Party Sales -- must be to independent party
unrelated to BSC.

5.01 Dedicated Services -- Must be investigated to insure that these
services are provided to outside parties and are similar enough to
constitute an adequate market. s

6.01 Contractual Arrangments. Copntracts may differ as a result of
services provides and therefore pricing differences. "In order to
establish an outside market, BSE companies must be ablve to show that
contracts with affiliates areprices according to similar contracts with
outside parties", This may require producing evidence.

7.01 Competitive Bidding. FCC declined to amend the JCO for
competitive bid prices. see AD 007 FOR DISCUSSION.
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COMPANY ¢ BSE

TITLE: SUMMARY OF BSE ACCOUNTING DIRECTIVES ‘
PERIOD: TYB 12/31/93 ;1
DATE: JULY 22, 1993

AUDITOR: RKY

WP NO. 51-9

AD 008 - effective JAN 1991~ REVISED AUGUST 1991,

A T R A A T e A T

ALSOC SEE WP NO =

1.01 AND 1.02 - If no prevailing market price exists, the price
charged to regulated is FDC,

DETERMINING FDC

2.01 talks about cost apportionment based on cost-causative measures.,
2.02 and 2.03 discuss the Cost Pools.

3.01 talks about the general allocator-- how unatrributable costs are
apportioned to reg and nonreg,

3.02 "The only costs subject to the allocation of unattributable costs
should be true internally-generated costs."

There is the General Allocator and the Marketing Allocator. This
. section discusses both. :

4.01 Determining Appropriate Apportiomment-Factors

“"When costs cannot be directly assigned, they must be grouped into
homogenous cost poels and apportined based on some apportionment
factor. Selecting an appropriate apportionment base is important to
the accurate allocation of costs."

FCC specifically says revenues cannot be used as an apportionment base,

5.01 Variances from FDC

The JCO states that if market rate is not avallable BSE subs (nonreg
affiliates) must charge at FDC to regulated utilities. BELLSOUTH” has
decided that charging at less than FDC is ok if the nonreg affiliates
has procuderes in place to be ablve to prove that charges do not
exceed FDC. "This includes apportionment of all costs as prescribed by
the JCO with all supporting documentation." If the nonaffiliate charges
les:hthan FDC, they must still have all supporting documentation stated
in the JCO,
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COMPANY: BSE

TITLE: - SUMMARY OF BSE ACCOUNTING DIRECTIVES
PERIOD: TYE 12/31/83 : .
DATE: JULY 22, 1993 i
AUDITOR: RKY
WP NO. 51-9

Also the sub must obtain approval froa the JCO Compliance Coordinator
in BSE Comptrolliers. ’

Nonreg affiliates cannot exceed FDC. if so must refund.

7.01 Rate of Return Requirements,

FCC authorized return effective 1/1/91 1is 11.25% after tax basis

and 15.76% on pretax basis. This AD describes how came up with

authorized return, how to appertion net investment to get to billable return, how
to accumulate total costs and determine billable taxes.

10.01 The ROR must not exceed the authorized amount. True ups should
be made and overearnings refunded.

11.01 talks about appropriate method of apportioning excess capacity
costs or R&D exepnses. These issues are addressed on a case by case
basis.

AD 009 APPORTIONMENT OF INDIRECTLY ATTRIBUTABLE COSTS UNDER THE JCO.

. S A T S - e e ol - - -

SEE WP NO
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COMPANY: BSE

TITLE: SUMMARY OF BSE ACCOUNTING DIRECTIVES
PERIOD: TYE 12/31/93

DATE: JULY 22, 1993

AUDITOR: RKY

WP NO. 51-9 j

AD 0010 JOINT COST ORDER DOCUMENTATION REQUIREMENTS.

o v AR R AR e S R R R e e e R R PR AR SR R S R A el S U S P A N A S S e G AN L SR R TR MR R R WS R AR

ALSO SEE WP NO. o
1.01 To be sure the transactions with reg affiliates and chaining

transactions follow the JCO and CaM, each BSE sub "must have
appropriate documentation to upport the pricing methodology used”.
“This documejntation is subject to audit by BellSouth Internal Audit,
exernzl auditors, state commissions, FCC auditors, and other regulatory

entities for JCO compliance.”

Each sub must have the following dotcumentation:
1. Initial transaction approval (if after 9/1/90)
2. General Documentation
3. Specific Documentation.

The general documentation consists of three questionnaires, One for
Market based Pricing( updated semianmually), FDC Pricing( updated
semiannually), and a comprehensive Service Infermation Matrix (updated

quarterly.

Specific Documentation for affiliates using market based pricing are
copies of invoices to the reg entities, copies of invoices to
nonafflliate, and recent copy of prioe lists, and listing of customers
in which nonreg affiliate provides a similar service to ensure adequate
outside market, This is not limited,

Specific Documentation for affiliates using FDC is FDC system output
supporting cost allocations, employee time reprots, support for all
directly assigned or attributed costs, such as vouchers, support for
comuptation of allowable return, and FDC studies, if available.

Where subs bill a flat rate each month instead of FDC, subs must ensure
not more than FDC, If more than FDC,. need to refund.

4,01 Documentation submitted with bills.

BST will be required to demonstrate compliance with FDC during rate
proceedings. "The audit trail requiresents include chaining
transactions, which would require BST Comptrollers to obtain, from
nonregulated affilaites, the detail of each transaction in the chain
from the onoregulated affiliate dealing directly with BST and from any
other nonreg affiliates involved in the progression of the transaction,”

AD 022 DOCUMENTATION REQUIREMENTS FOUR AFFILIATE TRANSACTION APPROVAL.

e - - T R T e A e
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- " ITEN NO. 2-997

~ ATTACHMENT
BellSouth Enterprises, Inc. 2 c AD 003
Financial Accounting Hatters - Revised:  Aug. 1991
Accounting Directive ‘ Bffective: Jan. 1991
- )
ISSURE:

STATUS:

Application of the Joint Cost Order to BellSouth
Enterprises, Inc. and Subsidiaries

Revised

ORIGINATOR:  Jennifer M. Pox (4D&) 249-4553

CONTACT:

Davn Carlson (404) 249-4238

BellSouth Enterprises Accounting Directive 005 {35 revised effective
January 1, 1991 to require that all intercoapany transactions cosply

RECOMMENDED

Do L. Carlome

vith the Joint Cost Order.

Davn P. Carlson
Staff Manager

B. R. Brever
Assistant Vice President
& Comptroller

~WOTiCE
NOT POR USE OR SESCLOSURE OUTSIDE TEE
RELLSOUTE CORPORATION EECEYT UNDER VRITTEN AGREEMENT

FOIKQ2H 925870
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11South Interprises, imc. - AD 005
:;nancial Accounting Matters Revised:  Aug. 1991
Accounting Directive Effectiver Jan. 1991

ummwmmmmnmnummm. INC. AND
SUBSIDIARIRS ,

Introduction

1.01 On FPebruary 6, 1987, the Federal Comsunications Commigsion

(PCC) released the Report and Order on Joint and Common Costs
(JCo), cC Docket No, 86-111. In general, the JCO, as amanded by the
Order on Reconsideration rteleased October 16, 1987, prescribes cost
allocations standards that a regulated carrier must use to separate
costs betveen regulated and nonregulated activities vhen its resources
are joifitly used to provide nonregulated products or services. The JCO
also prescribes certain affiliated transaction requirements for the
regulated carrier in dealing vith its nonregulated affiliates. The
affiliated transaction rules are contained in Section 32.27 of the PCC
Part 32 rules.

Scope

2.01 The Section 32.27 rules apply to all transactions vhich

involve the transfer of assets, products, or services betveen
regulated carriers and nonregulated affiliates. Affiliates are defined
as follovs:

Business entities, regardless of legal form, that
directly or indirectly <ontrol, through one or more
internediaries, or are controlled by, or are under
common control vith the accounting company.

2.02 Therefore, all affiliates of BellSouth Enterprises (BSE) are

affected by the JCO, vhether these affiliates take the form of
corporations,partoerships, or joint venture interests. Additionally,
affiliates in vhich BSE ovns less than 100X are also affected by these
rules if BSE can exercise control over or significantly influence these
entities.

2.03 The rules alsc apply to transactions betveen nonregulated

affiliates if the costs associated vith these transactions are
subsequently transferred, in whole or in part, to the regulated carrier
through transactions vith nonregulated affiliates. Such transactions
are referred to as chaining transactions (see 5.01 to 5.03). Because it
is sometimes difficult to Jdetermine if costs c¢ould eventually chain
into regulation, effective 971790 BellSeuth Enterprises implemented a
nev policy requiring that all imtercompany transactions coaply with the
provisions of the JCO (BeliSouth Policy Manual, Section 6, Paragraph
2). Accounting Directive 022 provides guidance in i{mplementing this
nev policy.

-

MOTICK
NOT FOR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREENENT
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L ]

SellSouth Enterprises, Inc. . AD 00%
Finsncisl Accounting Natters Revised:  Aug. 1991
Accounting Directive Effective: Jan. 1991

7.04 The PCC’s ultimate gosl in the JCO {s; to ensure that
ratepayers pay Just and reasonable rates for telephone

service. The achievement of this goal requires guarding against

cross-subsidy of ponregulated wentures by regulated services.

Pricing Eiersrchy: Sales of Products, Supplies, or Services

3.ol The FCC set forth the folloving pricing hierarchy vhen pricing
products, supplies, or services from the nonregulated
affiliates to the regulated entities:

+ The nonregulated affiliate must price products,
supplies, or services sold to the regulated
entities using the prevalling market rate, if one
exists. The prevailing market rate is defined as
the price charged to nonaffiliates for the same
goods or services. : .

e If no prevailing market rate exists, the price
charged to the regulated affiliate must be
based on the JCO fully distributed costing
standards.

3.02 The regulated entities must use the same pricing hierarchy as
' stated in paragraph 3.U1 vhen selling products, supplies, or

services to the nonregulated affiliates except that a tariff rate sust

be used first if such a rate exists. .

3.03 The folloving Accounting Directives provide detail guidance on
. applying the JCO rules to the sales of products, supplies, or

services:

No. 007, Hud'ket Based Pricing of Services Under the Joint Cost
Order

No. 008, Application of Pully Distributed Costing Under the
Joint Cost Order

No. 009, Apportionment of Indirectly Attributable Costs Under
the Joint Cost Order

NOT POR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTH CORPORATION EXCEPFT UNDER VRITTEN AGREENENT

2
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. 005
‘BeilSouth Bnterprises, Im. AD
P;nmchl Accounting Satiers Revised: Aug. 1991

Accounting Directive Effective: Jan. 1991

Pricing Wievarchy: Asset wten |

4.01 The FCC set forth the folloving pricing hierarchy vhen pricing

asset transfers between regulated and nonregulated affiliates:

e Asset transfers should be priced at a tariff rate
1f such s rate exists. .

® Absent a tariff rate, asset transfers should
be priced using a prevailing price list held out
to the general public in the normal course of
business if such a price list is available and if
actual sales have been made to third parties. The
prevailing price list must be that of the selling
affiliate, not that of competing vendors. The
selling affiliate =must be able to prove that
actual bona fide third party sales vere ude
based on the price list.

e If no actual bona fide third party sales have
been made to substantiate a prevailing =market
rate, transfers of assets from the nonregulated
affiliates to the regulated affiliates must be
priced at the LOVER of net book value or
estimated fair sarket value. Hovever, asset
transfers from the regulated affiliates to the
nonregulated affillates must be priced at the
HIGHER of net ook wvalue or estimated fair market
VIIUC.

4.02 Accounting Directive No. 006, Joint Cost Order Requirements

for Asset Transfers, provides detail guidance on applying the
JCO rules to asset transfers betveen the regulated and nonregulated
affiliates. :

Chaining Transactions

5.01 Although the FCC does not govern tramsactions betveen
nonregulated affillates, the JCO rules wmust be applied to
these transactions if costs passed betveen nonregulated affiliates will
ultivately enter regulation. Such transactions are referred tn as
chaining transactions. Chaining transactions are defined as follovs:

Jdhen a carrier obtains an asset or service from a
nonregulated affilizte that has obtained the asset
or Service frsm another nonregulated affiliate.

JOTICE
NOT FOR USE DR DISCLOSURE OUTSIDE THE
BZLLSOUTH CORPORATION EXCPPT UNDER VRITTEN AGREENENT
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BellSouth Enterprises, Inc. ‘ . AD 005
Financial Accounting Matters Revised: Aug. 1991
Accounting Directive Effective: Jan. 1991

5.08 Costs that are Imcluded in a chalining transaction that are

several layers remowed from the ultimate destination ({.e.,
billings to the regulated sffiliates) may be difficult to ddentify as a
Jco transaction. Therefore, B®ellSouth Enterprises requires that all
intercompany transactions comply with the JCO. '

5.03 All intercompany <ransactions wmust comply wvith the Joo.

This includes ensuring that billings from affiliates that are
fneluded in costs billed to the regulated entities vere determined in
accordance vith the JCO rules.

Implementation
6.01 Each BSE subsidiary {s responsible for ensuring all
transactioens vith affiliates are in compliance

vith the JCO rules. The primary responsibility resides vith the Chietf
Financizl Officer of each Company. In many cases, application and
{pplementation of the rules require a great deal of judgment and
interpretation. In order to develop a2 consistent approach to
implementation throughout BSE, Accounting Directives have been
developed vhich address many of the ipplementation issues vithin che
BSE subsidiaries. These directives vere developed based on the JCO
requirements as vell as the policies of BellSouth Corporation and
BellSouth Enterprises.

JCO Compliance Coordinator

7.01 In order to ensure JCO colpl’iance vithin the BSE subsidiaries,

' a JCO Compliance Coordinator is avallable on the Finaneisl
Accounting Matters staff in BSE Comptrollers to assist each company in
resolving all JCO issues. This includes assisting companies in
identifying those transactions that fall vithin the jurisdiction of the
JCO rules, identifying and resolving JCO related issues, assisting in-
the interpretation of the rules, assisting companies in implementing
those rules, maintaining overall documentation of BSE’s compliance, and
assisting in the coordination of JCO audits as they relate to the BSE
subsidiaries.

7.02 Questions regarding JCO interpretation or implementation
should b¢ directed to the JCO Compliance Coordinator vithin
BSE Comptrollers.

—WOTICE
NOT POR USZ OR DISCLOSURE OUTSIDE TEHE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREENENT
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BellSouth Enterprises, Inc.
financial Accounting Matters
Accounting Directive

AD

006

Revised: Aug. 1991
Effective: Jan. 1991

STATUS:

ORIGINATOR:

CONTACT:

BellSsuth Enterprises Accounting Directive 006 {s revised effective

Joint Cost Order Requirements for Asset Transfers

Revised

Jennifer X. Fox GO&) 249-4553

Davn Carlson (404) 249-42318

January 1, 1991, List of major changes:

1. Section 4.06:

be done at net book value.

2. Section 6:03: Subsidiaries must obtain approval from BellSouth
Enterprises for asset transfers exceeding a net book value of

$25,000.
RECOMMENDED : CONCURRED:
bw P, Q‘_(IM—-—
Davn P. Carlson nnif M. Fox

Staff Manager

Asset transfers betveen nonregulated affiliates must

Operations Manager

APFROVED:
8. R. Brever -

Aszistant Yice President
@ Comptroller

~ WOTICE
NOT POR USE OR DISCLOSURE OUTSIDE THE

BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREENENT

FOIKeSH 205875
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BellSou;h Entarprises, Inc. ' AD 006
Pinancisl Accountiag Halters Revised: Aug. 1991
Accounting Directive Bffectiva: Jan. 1991

JOINT COST ORDER REQUIREMENTS POR ASSET TRANSFERS

Introduction

1.01 The Federal Communications Commission (FCC) Joint Cost Order

(JCO) sets forth certsin pricing requirements vhen assets are
transferred Dbetveen regulated carriers and their nonregulated
affiliates. Simply stated, these rules are as follovs:

& Asset transfers must be priced at a tariff rate
.1f such a rate exists.

* Absent a tariff rate, asset transfers must be
priced using a prevailing price list held out to
the general public in the normal course of
business if such a price list is available and if
actual sales have been made to third parties.

¢ If no actual bona fide third party sales have
been made to substantiate a prevailing market
rate, transfers of assets from the nonregulated
affiliater to the regulated affiliates must be
priced at the LOVER of net book value or
estimated fair matker value., Hovever, asset
transfers froo the regolated affiliates to the
nonregulated affiliates wmust bde priced at the
HICHER of net bork value or estimated fair market
value, 1f a tariff or prevailing price 1is not
available. i

1.02 This Accounting Directive provides guidance in implementing

the above rules within all BellSouth Enterprises (BSE)
subsidiaries. Attachments 1 and 2 shov the hierarchy that wmust be
folloved vhen applying the asset transfer rules.

Defining Assets

2.01 A key factor in understanding the asset transfer rules |is

identifying vhen an asset has been transferred. In somse cases,
a particular transaction could bde interpreted to be an asset transfer
or an inventory transfer, depending upon the facts surrounding the
case. If the transfer vas deemed to be an inventory transfer, the rules
for pricing products, supplies, or services must be folloved. Eovever,
if the transfer vas deemed to be an ssset transfer, the above asset
transfer rules must be folloved. The application of the asset transfer
rul;sedny produce a differant answer than if the inventory rules vere
applied.

~

HOTICE
NOT POR USE OR 'BISCLOSURE OUTSIDE THE
BYLISOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEMENT
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BeliSouth Enterprises, Inc. AD i

ting Hatters Revised: Aug. 1991
Ari::::t::l::g::::d:f Bffective: Jan. 1991
202 In general, the PCC vill look at ovnership of the asset to

detersine if an asset or inventory item has; been transferred.
If the affiliate is simply performing a purchasing function on behalf
of the regulated affiliate, a service has been performed and the rules
for pricing services vould be applied. Hovever, If the affiliate
saintained ovnership of the item prior to transferring {t to the
regulated entity, the PCC may deem that an asset transfer has occurred.

" this would particularly be true if both affiliates intended to use the

asset for internal operating purposes as opposed to resell.

2.03 If the nonregulated affiliate has an outside market for the

ftem, the asset transfer rules and the rules for pricing goods
and services vould produce the saze results. Hovever, if no prevailing
aarket rate is available, properly defining the transaction type
becomes Iimportant because application of the rules could produce
different results.

Determining tbe ippropriate Asset Tran;fer Rule

3.0 The ssset transfer rules as stated in paragraph 1.01 can be
broken dowvn into a general rule and residuzl rules. The
general rule is that a regulated carrier aust value transactions vith
affiliates involving transfers of assets into or out of regulation at
tariff rates or prevailing prices vhenever possible. This requirement
is intended to produce a result comparable to that vhich vould occur in
an arm’s length transaction with nonaffiliated third parties. This
requirement is consistent vith the PCC’s goal to limit the potential
for cross-subzidization of nonregulated affiliates by the ratepayer.

31.02 Absent a tariff or prevailing price, carriers sust value these
transactions by applying the residual rules. These rules
require regulated and nonregulated affiliates to determine the net book
value and estimzted fair market value (EFMV) of assets sold to or
purchased from each other. These values are compared in order to
determine the samount the carrier vill record in its regulated books of
accounts. The value selected vill depend on vhether assets are being
transferred into or ocut of regulation. Regulated carriers must record
assets transferred to nonregulated affiliates at the higher of net book
value or EFNV. Bovever, regulated carriers must record assets received
from nonregulated affillates at the lover of net book value or EFMV.

3.03 The PCC explains its reasons for prescribing inconsistent

residual rules. The Commission’s goal is to protect the
ratepayer froam bearing losses vhich could result from the transfer of
assets out of regulation to obponregulated affiliates. For assets
transferred from nonregulated affiliates into regulation, the FCC’'s
goal is to protect ratepayers from rate base inflation due to assets
being transferred at artificially high prices.

-

ROTICR
i NOT FOR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTER AGREEMENT
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Be115Scuth Entecprises, Inc. AD 006
Financisl Accounting Matters Revised: Aug. 1991
Accounting Directive Effective: Jan. 1991

Zytablishaent of Transfer Prices for Specific Assets

4.01 In order to comply with these requiresents, BSE affiliates

aust transfer assers to the regulated entities at the
prevailing price for those assets. Hovever, the prevailing price can be
used only if the nonregulated affiliate has sales of similar type
assets to third parties. The sales price to the regulated entity must
be the same as prices charged to nonaffiliates for equipment of similar

type, age, and condition.

4.02 If a prevailing price cannot be properly established, the

* transfer price sost be the lover of net book value or EFmy.
Net book value is defined as cost less accumulated depreciatien,
related deferred taxes, and other reserves. .

4.03 In determining the EFMV, carriers and their nonregulated

affiliates pay use appraisals, competitive bids, market
surveys or other appropriate valuation methods. Valuation methods
determined through {ndependent third party sources provide stroager
evidence of the EFMV.

4.04 Application of these rules can result in different transfer
prices for the samse type asset. For example, if a nonregulated
affiliate transfers furniture and office equipment to a carrier under
the residual rules and EFMV 43 lover than net book value, the
transaction wmust be recorded ar EFMV. Conversely, if the same type
furniture and office equipment is transferred from a carrier to a
nonregulated affiliate under the residusl rule and EPMV is lover than
net book value, the transaction must be recorded at net beok value.

4.05 In general, the nonregulated affiliate must record on its

books any vrite dovns associated with the transfer of assets
under the Joint Cost Order vhen EFHV iz less than net book value. This
accounting treatment ensures that the loss associated vith the transfer
does not enter regulation.

4.06 - It is BellSouth policy that all fixed asset transfers betveen
nonregulated affiliates be done at met book value.

*

WOTICE
NOT POR USE OR DISCLOSURE OUTSIDE TEZ
BELLSOUTE CORPORATION ZXCEPT UNDER WRITTEN AGREEMENT
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SellSouth Enterprises, Inc. ) AD 006
Financial Accounting Matters Revised:  Aug. 1991
Accounting Directive Bffective: Jan. 1991

dEher Considerations N

5.01 Certain studies, analyses or evaluations vill be required to

support the net book value and BFMV of assets transferred into
or out of regulation. In an ara’s length environment, parties to the
transaction develop the inforsation required to reach an informed
decision on the reasonableness of the price asked by the seller and
offered by the buyer. Each party bears the costs of obtaining the
required  information. Accordingly, if the transfer 1z out of
regulation, the carrier should bear the cost incurred to determine the
minisun transfer value (i.e., the determination of the existence of a
tariff rate, prevailing price, or in the absence of both, the net book
value and EFMV of the assets transferred). The nonregulated affiliate
should bear the cost of revieving the supporting information and any
additional studies or analyses 4§t may perform to reach an informed
decision. Conversely, if the transfer |is inte regulation, the
nonregulated affillate vill bear the cost of determining the maximum
transfer value (i.e., the existence of a prevailing price, or in its
absence, the net book value and BFMV of the assets transferred). The
carrier will bear the cost of revieving this iInformaztion and the cost
of any additional studies or analysis it may require to evaluate the
affiliate’s proposal.

Documentation Requirements

6.01 - During rate proceedings, FCC and state regulatory commission

compliance and attestation audits, and BellSouth Telecommuni-
cations, Inc. (BST) vill be required to demonstraie compliance vith the
rules for affiliated transactiens. .

6.02 Documentation for asset transfers should include the
fellowing:

1. Prevailing Prices: Copies of price lists
together wvith the 1ist of third party
transactions relied on to establish the
prevailing price. : :

2. BEFMV: , Docusentation of the method used and a
copy of any studies performed to establish EFMV
(appraisals, market surveys, competitive bids,
ete.) '

3. Net Bock Value: Documentation to support the
method of determination and the wvalue at vhich
the transaction is booked.

NOTICXE
NOT FOR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREEMENT
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gellSouth Enterprises, Ime. AD 006

Financis] Accounting Nazters Revised: Aug. 1991
. Acceunting Ditective : Effective: Jan. 1991
1
- ' .
6.0  Bffective 971/90D, docymsentation for all fixed asset transfers

vith a net book walue exceeding $25,000 wmust be submitted to
the BSE Assistant Vice President & Comptroller for approval prier to
the transfer (see Accounting Directive 022). Although asset transf»rs
belov this threshold do notr require BSE approval, documentation must be
maintained by the parties to the transaction. Questions regarding any
transfers should be referred to the JCO Compliance Coordinator of the
Financisl Accounting Matters Group in BSE Comptrollers.

-

-

~ WOTICR
NOT FOR USE-OR DISCLOSURE OUTSIDE TEE
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BellSonth Enterprises, Inc. . AD -

Financial Accouniing Matisrs Revised: Aug. 1991
Accounting Directive Effective: Jan. 1991
g
ISSUE: Market Based Pricing of Services Under the Joint Cost
Order
STATUS: Revised

ORIGINATOR: Jennifer M. Pox (404) 249-4553

CONTACT: Davn Carlson (40D4) 249-4238

BellSouth Enterprises Accounting Directive 007 is revised effective
January 1, 1991 to require that all intercompany transacticns comply
vith the Joint Cost Order and to provide additional guidance {n
establishing a marke! rate.

RECOMKENDED:

Docen P. C,b,ri«ws.

Dawn P. Carlson
Staff Manager

. B 2. Brever
dssistant Vice President
* & Lomptroller

—WOTICE
NOT P0R UST O BISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREENENT
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Flmul Accounting datzers Revised: Aug. 1993
Accounting Directive ' Effective Jan. 1991

MAREET BASED PRICING OF SERVICES UNDER THE JOINT COST ORDER
1
Introduction

1.01 The FPederal Communications Commission (FCC) Joint Cost Order

(JCO) sets forth certain requirements that pobregulated
affiliates =must follov dn billing itz regulated affiliates.
Nonregulated affiliates must charge a prevailing sarket rate for
products, supplies, or services (hereafter referred to as “goods or
services®) sold to its reguisted affiliates if a prevailing market rtate
exists. Absent a prevailing market race, the nonregulated affiliate
must charge fully distributed <costs (FDC). The purpose of this
Accounting Directive is to provide guidance to the unonregulated
affiliates in determining 1f an appropriate =market rate exists.
Application of the FOC rules are contajned in Accounting Directive No.

008.
Prevailing Market Rate Defined

2.01 Affiliates should wuse the prevailing market rate, if

available, 1in pricing goods and services provided to
other BellSouth affiliates. The prevalling market rate ls defined as
the price charged to nonaffiliates for similar goods or services. The
selling entity must currently provide the same or similar services to
third parties in order to establish a prevaziling market rate. If there
is a competitive market for the services but the affiliate is not
actively participating in that market vith third parties, the affiliate
has not established a market rute.

2.02 In some cases determining 1f an adequate market rate exists

requires a significant amount of Judgment due to factors
affecting prices as vell as the structuring of particular sales.
Questions vhich frequently arise include:

¢ Hov many sales to third parties constitute an
adequate cutside market?

¢ Vhat constitutes a third party sale?

® Does a prevailing sarket tate exist 1if dedicated
services are provided?

* Bov are market rates established for services
provided under comtractual arrangements?

* Hov are market rates established for services
avarded under comperitive bidding arrangements?

~

*'Bw‘are narker ratex established in volatile
- industries of constantly changing prices?

MOTICE
NOT POR USE OR DISCLOSURE OUTSIDR THE
BELLSOUTH CORPORAIION EXCEPT UNDER VRITTEN AGREEMENT
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AellSouth Enterprises, ‘Inc. AD 007
Financial Accounting Matters Revised:  Aug. 1991
Accounting Directive Effective Jan. 1991

Eatablishment of ss Outside Market

3.01 In order to sstablish a market rate, the selling entity sust

be able to provide evidence that similar goods or services are
provided to independent third parties. The PCC did not provide specific
guidelines as to howv significant third party transactions sust be
before a prevailing market rate is established. It {s BellSouth
Corporation’s positiom that ¢ bona fide ocutside market must exist and
that this deteraination aust be made on a case by case basis. In
addition to comparing sales levels to affiliates versus nonaffliliates
the folloving qualitative criteria are useful in determining $if an
outside marker existe:

1. Do third parties have a need for this service/product or is
the service/product provided to meet the unique needs of
BellSouth’s subsidiaries vithout regard to the needs of
third parties (i.e., is the provision of the service to
third parties incidental?) . ,

2. Does the supporting documentation identify the third party
market and contain a plan for marketing the service to
third parties? :

3. Does the = supporting documentation demonstrate  the
affliliate’s commitment to increase or deploy resources as
required te wmeet the demand from oponaffilisted third
parties? ' :

3.02 If sales from nonaffillates exist, BellSouth’s decisien as to

vhether or not a market rate exists will be influenced
greatest by affirmative responses to the qualitative criteria stated in
question form above. Generally, quantitative standards such as the
percent of revenues from sales to nonaffiliates to total sales from the
product/service are useful as indicators as to vhether or not
qualitative criteria are being applied but standing alone do not prove
or disapprove » market rate. Such indicators only have relevance or
meaning if they are considered in light of the events and circumstances
surrounding the particular transaction under reviev. Accordingly,
sales of & product or service that produce revenue belov this benchmark
trigger z re-evalustion of existence of a market rate.

Third Party Sales

4.01 Only sales to ocutside third parties qualify as nonaffiliate

sales in establishing a market rate. Therefore, sales to other
nonregulated affiliates, jJoint venture partners, or company officers or
enployees do not qualify as third party sales. The sale must be to an

independent party usrelated to BellSouth Corporation. -~ .

mOTICX
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Dedicated Services . .

5.01 In some cages affilistes provide dedicated services to other

BellSouth companies in vhich staff and other rtesources are
dedicated to the provision of certain services. Although similar
services may be provided to outside parties on s nondedicated basis,
determining 1if such services constitute an outside market requires
special consideration. The fact that the services are dedicated may
isply that an enhanced level of service {s provided to the sffiliate
that is not provided to other customers. The nonregulated affiliate
aust wensure that the services provided to outside parties are similar
enough to constitute an adequate market.

Contractuial Arrangements

6.01 Some services are provided under long term contractual

agreements in vhich specific services are agreed upon betveen
the tvo parties. Included in this category are lease arrangesents and
paintenznce coatracts. The pricing of each contract depends upon the
combination of services offered, the length of the agreesent, and other
specific terms. Therefore, each contract may differ slightly in the
services provided and as a result, the pricing may differ. In order to
establish an outside market, BSE companies must be able to shov that
contracts wvith affiliates are priced according to similar contracts
vith outside parties. This may require producing evidence of hov
component parts are priced under contracts or producing evidence of hov
changes {n terms {such as quantities and length of service) affect the
price. If adequste comparisons can be made, the nonregulated affiliate
has established a market rate. BHowvever, if such comparisons are
impossible to produce, a fully distributed costing approach te pricing
vill be required.

Cospetitive Bidding _

7.01 Some BS? subsidiarles provide goods or services using the
competitive bid process. The establishment of a market price
under such conditions becomes difficult in that each bid is s unique
situation that is ifapscted by the specific needs of the customer.
Several telecommunications companies have petitioned the FCC requesting
that the JCO permit a regulated carrier to record services provided by
an affiliate at the lovest competitively bid price regardless cof
vhether these same services are provided to unaffiliated entities.

7.02 The FCC declined to amend the JCO for competitive bid priecing.

Rather, it weinforced the rules vhich require-an affiliate to
prove it provides similar goods or services to nonaffiliates. If the
nonregulated affiliste cannot adequately establish a market price, the
bid price must be mmed on cost as defined in the JCO. It is irrelevant
if the oonregulated mffiliate is avarded the bid based on lovest price.

- ROTICE
NOT FOR USE OR DISCLOSURE OUTSIDE THE
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The eaffiliiate sust be able to prove that the lm'!ice vas established
based on the JCO affiliated transaction rules.

7.03 To establish a market price, the nonregulated affiliate must
shov that similar contracts vith similar pricing exist vith
nonaffiliated parties. The nonregulated affiliate must be able te shov
that such services vere actually provided to third parties. The fact
that the nonregulated affiliate entered into the bid process vith third
parties is not evidence that a market price exists. The nontegulated
affiliate must have evidence that similar bids vere actually avarded.

7.04 - Absent the ability to prove a market rate, the nonregulated

affiliate must use cost based pricing using the cost
allocation procedures contained in the JCO. Accordingly, contracts
avarded 1to nonreguiated affiliates as the lovest price bidder but that
are priced in excess of cost vould be in violation of the JCO if a
prevailing market rate did not exist. ‘

Changing Prices
8.01 Some BSE subsidiaries operate in volatile environments in

vhich prices for goods and services are driven by external
market conditions. Therefore, prices can change daily depending upon
competitive factors. Sales to the affillates wust be priced according
to the prices in effect for third parties at the time the sale i3 made.
Subsequent changes do not necessitate that prior sales be adjusted.

.

Other Issuyes

9.01 Because services provided by the BSE subsidiaries are varied,

the operating, financial, and marketing environments of each
company are different. Therefore, all JCO issues cannot be definitively
addressed in a policy paper. Rather, the guidelines provided in this
Accounting Directive siaply sServe as a basis to assist the BSE
companies in determining if a market rate exists. Because the
establishment of a market rate requires = good understanding of the JCO
rules and the operating conditions of each company, documentation of
hov the rules are applied in each case 12 important. Documentation
guidelines are addressed in Accounting Directive No. 010. In cases
vhere it is unclear if an adequate market rate exists, it is important
that the JCO Compliance Coordimator in BSE Comptrollers be informed of
all relevant issues in order to assist in the resolutjon.

NOTICX
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APPLICATION DF PALY DISTRIBUTED COSTING UNDER THE JOINT COST ORDER
)
Introduction

1.01 The affilisted transaction rules as contained in the FPederal

Comsunications ~ Commission (FCC) Joint Cost Order (JCD)
prescribe certain rules for pricing goods and services transferred
betveen regulated esrriers and their nonregulated affiliates. Simply
stated, these rules are as follovs:

e Nonregulated affilistes =must price goods and
- services sold to the regulated entities using the
prevailing sarket rate, 1f one exists.

® If no prevailing market rate exists, the price
charged to the regulated affiliate must be based
on the JCO fully distributed costing standards
{FDC).

1.02 This Accounting Directive provides guidance to those BellSouth

Enterprises (BSE) subsidiaries that aust use FDC in pricing
its goods or services. Use of market based pricing is addressed in
Accounting Directive Mo. 007,

Deternining Pully Distributed Cost

- 2.01 The JCO costing standards require that costs be assigned

betveen regulated and nonregulated activities using the
attributable cost wmethod of cost apportionment. Simply stated, it
requires apportionsent based on cost-causative measures of use to the
maximum extent possible. Vhen valuing transactions under the FDC rules,
these standards must be applied in the order listed below.

1. Directly Assi the costs of 2all resources
used exclusively (dedicated) for the provision
of services to the affiliate.

2. Directly Attribute Joint and common costs
betveen services bdased on direct cost-causative
seasures of use to the maximum extent possible.

3. Indireetfly Attribute the remaining joint
and commom costs betveen services based on
their limkage to costs directly assigned or
attriduted to the maximum extent possible.

4. Dnattributadle Common Costs should be allocated
o general allocator as described in-
Sectism 3 of this Accounting Directive.

NOTICE
K0T FOR USE OR DISCLOSURE OUTSIDE THE
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2.02  The apportionment hjerarchy seeks to associste costs vith

their cause by establishing a hierarchy of asassignaent,
attridbution, and allocatiom principles vhich form the basis of the cost
apportionment process. The method requires companies to directly assign
costs to either regulated or monregulated activities vhenever possible.
Common costs, vhich are costs that cannot be directly assigned, are to
be grouped into homogeneous cost categories or pools. Homogeneous cost
pools are defined as foliovs: .

Cost pools that are grouped together that have the
same or similar relationship to cost objectives.

. The tera 1also applies o cost pools that, {f
allocated separately, vould yield the same or
similar results a=s {f allocated together.

2.03 These cost pools can describe any grouping of individual

costs. Costs are aggregated and one base is selected for
apportioning the group instead of taking detailed costs in their most
elemental form, one at a1 time, and deciding hov' they should be
apportioned. If a cost-causal measure of use exists, a cost category is
apportioned based on direct analysis of the origins of the costs or
based upon a cost-causative linkage to another cost category for vhich
2 direct analysis exists. Costs that cannot be assigned or attributed
based on any cost-causitive measure are apportioned in propertion to
the costs that can be directly assigned or attributed betveen regulated
and noncregulated activities.

The General Allocator

j.o1 Unattributable costs are apportioned te regulated and
nonregulated services through use of the general allocator.
The formula for the general allocator is as follovs:

%@re&ulit«l' " Total Nonregulated
Assign & Attributed Expenses X Unattributable = Unattributable

Total Assighed & Attributed Exp. Expenses Expenses
X Regulated Total Regulated
Assigned & Attributed Expenses X Unattributable = Unattributable
Total Assigned & Attributed Exp. Expenses Expenses
WOTICK
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3.02 The only costs subject to the allocation of unattributable

cests should be true internally-generated costs. The cost of
goods sold shoulé be excluded from the numerator and the denominator of
the general allocator because this is a unique type of cost and relates
to items purchased for resale. For purposes of the JCO, cost of goods
sold should exclude overhead allocations. The general allocator is
based on a "rolling three-month™ sverage derived by using the quarterly
data ending tvo sonths before the current sonth.

3.03 Any nev services vill use one-year projections in estimating

. their wonthly costs in order to develop a typical or
representative three month average. This projected average vill be
included {n the general allocator until three msonths of actual data is
available. - 5

3.04 Becayse parketing costs are likely to be incurred for

nonregulated activities to a disproportionately high degree,
the FCC believes these costs are uniquely different from other costs.
Therefore, marketing costs wmust be segregated and apportioned
separately. The FCC has defined the folloving activities as marketing
costs:

® Product Management

® Saley

® Product Advertising

® Customer Services

® Corporate Image Advertising
® Pyblie Relations J

3.05 Vhen apportioning marketing costs, a separate marketing
general allocator sust be used to apportion unattributable
sarketing costs.

Determining Appropriate Apportionment FPactors

4.01 Vhen costs cannot be directly assigned, they sust be grouped

into homogenous <c¢ost pools and apportioned based on sose
apportionment factor. Selecting an appropriate apportionment base iz
important to the accurate allocation of costs. Factors vhich reflect
cost csusal relationships sbhould be used to the smaxisum extent
possible. Pactors that measure or reflect an *ability-to bear”
relationship are arbitrary and do not measure the amount of resources
used by an activity. Since they do not represent s causal relationship,
they =3y not be used to apportion costs. In particular, the PICC
specifically identifies revenues as an apportiomment base that cannot
be used in any situation. S

~
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4.02 Accounting Dicective No. 009 provides guidance in developing
_appropriate apportionsent factors for {ndirectly attributadle

costs.

Variances from Pully Distributed Costs

5.01 In some cases, BSE subsidiaries vhich have no market rate say

vish "to charge less than FDC to the regulated entities for »
particular product or service. The JCO states that if a market rate is
not available, nonregulated affiliates must charge FDC for goods or
services sold to the reguiated entities. BellSouth bas determined that
chargifng less than FDC 43 acceptable in certain cases. Hovever, the
nonregulated affiliate must bave procedures in place to be able to
prove that the charges do sot exceed FDC. This includes apportionment
of all costs as prescribed by the JCO vith all  supporting
documentation. Charging less than FDC does not preclude a nonregulated
aff{liate from folloving all the requirements of apportioning costs.
Any BSE subsidiary that vishes to charge less than FDC to any affiliste
pust first obtain approval from the JCO Compliance Coordinator in BSE
Cozptrollers.

5.02 In addition, FDC as opposed tc incremental costing must be

used. Each time 2 w®mev customer or user is added, gl) costs
must be apportioned to all customers. Therefore, nev customers vill be
charged their share of fully distributed costs as opposed to only the
in¢remental costs of adding the customer.

5.03 Nonregulated affilfates cannot exceed FDC in billings to the

regulated affiliates, even if such costs vould still be less
than the costs of the regulated entity to perform the service
internally. The cost apportionment standards focus oa the costs of the
affiliate actually providing the service, irrespective of the costs of
other entities, internally or externally. This method ensures that the
carriers share in the economies of scale and scope associated vith
affiliation.

WOTICE
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Time Remrtig

o
6.01 The FCC places special emphasis on reliable and accurate time
teporting because a significant amount of direct and indirect
costs are apportioned betveen regulated and nonregulated activities
based on the apportionment of vages. Therefore, maintaining supporting
documentation for reported time and a clear audit trail are essential
to compliance vith the PCC’'s JCO rules.

6.02 The FCC did not prescribe specific time reporting procedurss.
Therefore, positive or exception time reporting is acceptable.

The nmethod selected should be one that vill most accurately sccumulate

and apportion time. The methods available are as follovs:

Positive time reporting is used by employees vho
perfors many different and distinct tasks or
functions on a frequent basis. It requires that
empioyees report their time in no more than one
hour incresents on a daily basis. :

Exception time reporting is used by employees vho
perfore  specific tasks or functions yet have
occasion to perform functions outside of their
normal responsibility. This method is also used by
those employees vho may have a requirement to
exception report in line vith their normal
activities. This requires that such employees
report exceptions on a daily basis in increments of
no more than one hour. . .

6.03 It is important to note that those employees time reporting
must report time in increments of one hour or less.

6.04 Surveys or studies may also be used vhen employees perform

sultiple, repetitive and aiscellaneous functions involving
increments of time impractical to time report. Time iz therefore
saspled or studied to determine the relative amount of time spent on
specific activities. If this method is used, survey periods should be
designed in a wvay that represents the on-going business process.
Surveys should be used only in those situations vhere it is impractical
for the employees to track and report time. If the time can reasonably
be tracked, positive or exception time reporting should be implemented.

NOTICE
ROT FOR USE OR DISCLOSURE OUTSIDE THE
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6.05 taployees wust be adequately trained in the Isportance of

accurste time reporting. Tvo levels of training should be
{mplementsd 10 educate esployees on the sethods for time reporting.
Avareness Training should focus on the relationship of direct time
treporting te the cost apportionment process. All esployees should
understand the signiIicance and consequences of jnaccurate time
reporting. Implementatiom training should focus on the actual direct
time reporting procedures televant to an employee’s specific function.

6.06 In order to comply vith the JCO, the folloving docuaentation
should be retained one year after the close of the fiscal year
to vhich the records relate:.

1. All underlying supporting documentation not
included in the eaployee’s time report required
to test the reasonableness, reliability, and
accuracy of the reported time. This includes
reports of daily activities such as service
orders, supervisors logs, calendars, etc., used
as input to prepare time reports.

2. All =marketing and sales personnel must retain
contemporanecus records of daily activities.
This includes records such as telephone logs,
appointment leogs, and notes on the results of
sales calls. They should include date and
subject matrer of sales contact, person or
persons contacted, and the amovnt of time spent
vith the customer or potential customer.

3. All underlying data supporting judgments used in
identifying and apportioning nonproductive tise
as vell as a description of the basis for
apportioning nonproductive tise.

4. All underlying data supporting each departments
isplementation and ongoing wmaintenance of the
training requirements for time reporting.

6.07 Time reporting piocedures should be revieved at least annually

to determine that procedures are still adequate to ensure JCO
compliance and to ensure that all employees are properly reporting all
time.

" NOTICK
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Rate of Return

7.01 . The FCC has detersined that return (or cost of capital) is an

appropriste component of the cost of providing services to the
tregulated entities. The appropriate rate of return (s the FCC
authorized interstate rate. This return is designed to recover both
debt and equity costs and vas determined based on an optimum debt to
equity ratio. -

7.02 The PCC authorized rate changes perlodically, 13 4

Comptrollers will inform those subsidiaries using FDC pricing
principles vhat the . appropriate rate is. Bffective 1/1/91 the
authorized rate is 11.25% on an after tax basis and 15.76% on a pre-tax
basis.

7.03 The PCC authorized after tax rate of return of 11.25Y vas
determined as followvs:
Veighted Debt Cost ’ 3.892
Veighted Equity Cost 7.36
Total After Tax Return 11.25%
7.06  The above structure assumes a debt/equity ratio of 44.2%/55.82

and a debt cost of 8.8 and an equity cost of
13.192. The veighted equiity cost vas grossed up toe include the effect
of tax expense as follows:

Veighted Equity Cost & (1 - Statutory Tax Rate) = Pre-Tax Return on
Equity

7.05 The tax rate used to cospute the gross up is the statutory tax
rate of 38X. The tax rate of each subsidiary should not be
used. Therefore, Pre-Tax Return on Equity vas as follovs:

7-36: +* -62 - lltm

7.06 Therefore, the veighted Pre-Tax Return is 15.76Y determined as

follovs:

Pre-Tax Return oo Debt 3.89%r

Pre-Tax Returm on Eguity 11.87X
Total Pre-~Tax #eturn 15.76%

* Note that the Pre-Tax Return on Debt = the After Tax Return
on Debt due 10 interest expense offsetting . the related .

revenue, thersdy precluding a gross up of the Return on
Dabt.

NOTICT
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Apportioning the Ket Investment . |

8.01 The pre-tax rate of return should be applied to the allocated

net investsent to determine the dollar amount of the billable
retucn. The net investaent wmust be apportioned to regulated and
nonregulated components using FYDC principles. Cosponents of the net
investaent include: :

Net Fixed Assets @

Inventoties

Deferred Charges

Other Nonecurrsnt Assets ,

Vorking Capital {eurrent assets-inventories)-(current
liabilities)

Net Capitalized Leases

Net Leasehold Iaprovements

¢ Property, plant and equipment net of accumulated
depreciation, deferred taxes and deferred credits,
Investment tax credit should not be deducred.

8.02 Factors should be determined in order to apportion the above

investaent categories to regulated and nonregulated activities
based on cost causing factors. For instance, .percent usage of capital
assets aay be an appropriate factor for the apportionmsent of net fixed
assets. The relationship of dccounts Receivable, Prepaids, Accounts
Payable, and Other Acerued Liabilitfes will affect the amount of
Vorking Capital apportioned to the regulated and nonregulated entities.

NOTICX
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-8.093 After the -cepital  assets have been apportioned, the

appropriate retura should be appliedi to the average net
investment. The average net investment s determined as follovs:

Net Investaent at Bui‘nninz of Period
+ Net Investment al End of Period

Total

* 2

Average Net investment for the Period

8.04 The buhbie zeturn i3 computed as follovs:
Average Net Investment for the Period

x FCC Authorized Pre-Tax Rate of Return
Billable Return

Accumulating Total Costs

9.01 After the apportionment process is complete, all costs must be
accumulated to determine the final bill amount. Costs should
be summarized as follovs for each regulated affiliate that is billed:

Apportioned Costs {Direct, Indirect, and Unattributable)
+ Return (After Tax Basis)

+ Taxes
Total Billed Costs .

9.02 The billable taxes are determined by taking the difference
betveen the returnm on a pre-tax basis and the return on an
after-tax basis. '

True-Up Guidelines

10.01 The rate of return (ROR) on transactions with regulated
affiliates wsust not exceed 11.25Y during the calendar
year. If the affiliate’s aggregate return from FDC transactions vith
regulated affiliates deviates from the 11.25Y target, appropriate
adjustaents must be made to retarget earnings to 11.25%. True-ups for
estimated overearnings should be booked in the current year. Pinal
adjustments should be sade &3 soon as final actual results are knovn.

NOTICE
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Other lssues

—_— i

11.01 In apportionimg costs under the FOC principles, issues arise

regarding the sppropriszte metnod of apportioning items such as
excess capacity costs or research and development expenditures. These
issues =must be addressed ot a case by case basis in order to determine
the most sccurate apportionment method in each circumstance. It s
isportant that these issues be identified vhen they arise and that the
JCO Compliance Cootdinator 1s contacted for assistance in detersining »
final resolution.

Susmary

12.01 BSE subsidfaries vhich do business vith affiliates and do not

have a esarket rate for their services =must use the cost
apportionasent standards prescribed by the FCC. Systems and procedures
nust be in place to allov for accurate apportionment of costs,’
including the selection of appropriate apportionment factors. The
effects of the JCO should alvays be considered prior to offering a nev
product or service to affiliates and procedures must be in place prior
to the {mplementation of nev services.

12.02 GQuestions regarding application of the JCO should be directed
to the JCO Compliance Coordinator of the Financial Accounting
Matters staff in BSE Comptrollers.

NOTICE
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- APPORTIORNENT DF DOOIRECTLY ATTRIBUTABLE COSTS UNDER THE JOINT COST

ORDER o

Introduction

1.01 Under the fully distributed costing (PDC) principles of the

Joint Cost Order {(JCO), costs vhich cannot be directly
assigned or attributed wust be apportioned to sctivities through
{nd{irect attribution or the general allocator (see Accounting Directive
No. 008 for a description of the required costing hierarchy). This
Accounting Directive provides guidance in selecting the apportionament
bases for indirectly attridutable costs. Unattributable costs are
allocated to products and services based on the general allocator as
discussed in Accounting Directive No. 008.

Indirectly Attributable Costs Defined

2.01 Costs that are indirectly attributable to a product are these

for vhich there i3 a cost-causative linkage vith tvo or more
of the products or services. Although these types of costs can be
linked vith specific products, the exact amount of the costs associasted
vith each product is not knovn, so a surrogate basis for allocation
must be used to apportiom the costs to the products or services that
cause their incurrence. Of course, the costs must fluctuate vith the
surrogate and there must be a method to directly seasure this
relationship. The fact that a surrogate must be used to get the cost to
the product level is vhat distinguishes an indirectly attributable cost
from a direct cost. An example of indirectly attributable costs are
certain types of benefit costs such as pensicns or insurance.

Apportionment of Indirectly Attributable Costs

3.01 Indirectly - attributable costs should be apportioned to

products and services based on their linkage to costs vhich
have been directly assigned or attributed. Therefore, an allocation
base must be selected and ar allocation formuls and allocation rate
developed. Por instance, If pensions are determined to fluctuate in
relation to salary dollars, salary dollars vould be the appropriate
apportionment base. The formula, allocstion rate, and allocation of
indirectly attributable costs would be as follovs:

Total Pensions = Allocation Rate
Total Salaries

Salaries Attributed o Regulated Services
x Allocation Rate

« Pensions Indirectly Attributed to Regulated Services

- m=— T e T O O T I ke
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_3.02 In developing the sllocation rate, the numerator represests
the total indirectly attributable costs that vill be

allocated
dellars,

labor hours, number of employees, etec) of the allocation

and the denomimetor represents the total amount (labor

base

that vil]l be used. This rate foras a relationship betveen vhat i{s being

billed o
allocated
amount o
discussio

ut as direct cost and the

indirectly attributable costs to be

. Consequently, with each direct dollar billed, a certain
f indirect costs are attached to it. Belov is & acre detailed

n of each step in this allocation process.

The process of cost allocation can be broken dovmn into three

1. Choosing the cost objective (cost pool, product,
2. Choesing and accumulating the costs that relate

3. Choosing an allpcation base vhich vill 1ink 1

3.03
. basic steps:
ete.)
to the cost objective.
vith 2.
Choosing the Cost Objective
4.01

desired.*

ultimate
apportion
until it

4.02

process.

Costs are apportioned to cost objectives in a hierarchial
) manner. 4 cost objective is defined 28 "a funetion,
organizational subdivision, or other vork unit for vhich cost data are
Costs are accusulated in the accounting records in general
ledger accounts. These costs must ultimately be apportioned to products
and servicez and then to nonregulated or regulated customers

cost objective). Therefore, depending on the type cost,
ment of a cost comld flov according to the folloving
reaches the final cost objective:
Genersgl ?edzet Account
Cost !I'ools
Products 07 Services

Customers

(the
the

path

Before costs are actusulated, it is important to properly
identify the cost ohjective in each phase of the apportionment

s
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_Co32 Pools

o 8

5.01 After all costs to be apportioned have been sccusulsted, the

costs must ba grouped into homogeneous cost pools. Costg can
be pooled in a number of different wvays. They can be pooled by
departments, by natuzsl categories (i.e., pecple related,
materials-related, property-related, atc.) or they can be pooled by
behavior patterns (i.e., variable or fixed). Subsequent allocations are
then made of the cost pools rather than the individual costs vhich
comprise the pool. Instead of taking detailed costs in their sost
elesental form, and individually deciding hov they should be sllocated,
they are aggregated and ome base is selected for allocating the greup.

5.02 A cost pool iz considered homogeneous if each significant
activity vhose costzs are included has the sase or a zimilar
causal relationship to the cost objectives as the other activities
vhose costs are included in the cost pool ({.e., employer contributions
to social security, insurance, savings and health plans, etc. can be
grouped together because they all have the same causal relationship to
the final cost objective - the product or service. Maintenance expense,
hovever, vould not be homogeneous to this group). A cost pool iz alse
considered homogeneous 3§ the allocation of the cost pool is not
materially different from the allocation that wvould result i{f the cost
of the activities vere allvrated separately (e.g., if labor hours and
machine hours are used in proportionate amounts to produce a produet,
cost pools for costs thmt are sachine oriented can be combined vith
cost’ pools cthat are lador oriented sinece allocating these costs
separately vill yield the sase resvlts as allocating them together).

-

Allocation Base

6.01 Once the indireet cogts have been grouped inte homogeneous

cost pools, the final step is to allocate these cost pools to
the product/service. This necessitates choosing an allocation base. The
allocation base is important because it is the key wmeans for linking
total indirectly attributable costs or cost pools vith cost objectives.

6.02 The required criterion for choosing an allocation base is a

cause-and-effect relationship. In other vords, the existence
of the cost objective should be the dominant factor in causing the
incurrence of the costs in question. There are tvo decisions that must
be wmade with respect to cthoosing an allocation bDase. The first one i3
the - type and number of bases to use and the second one is the activity
level of those bases.

. WOTICR
NOT FOR USE OR DISCLOSURE OUTSIDE TEE
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6.03 Vith respect to the types of allocation bases, some of the

asre common allocation bases that are used are labor hours,
labor dollars, machine hours, direct material usagé. velight or gize. In
determining vhich type of base 1o use, it is i{mportant to remeaber that
the cost pool and the allocstion base must be related te each other,
and both sust be identified with the product or service being costed.
For example, if costs are accusulated for a repair service and the gosl
is to allocate fringe benefit costs, materials uzed wvould not be an
appropriate allocation base since saterials have nc relationship to
fringe benefits, nor ars materials necessarily identified with
providing repair services.

6.04 - Another example of & base that is not identified vith the

product being costed is the use of an allocation base
consisting only of direct dollars relating to services that are
perforzed only for affiliates in an attempt to allocate costs to all of
the products and servites provided. Additionally, it is imporrant to
choose a base that vill fluctuate vith the indirect costs being
allocated. For example, vhether to use number of employees or payroll
dollars depends on vhether the amount that is being allocated vill more
likely fluctuate because it is people-oriented (i.e., human resources
costs ) or because it is payroll-oriented (i.e., fringe benefit costs).

6.05 The more pools and allocation bases used, the more accurately
the product vill be costed. The fever used, the less

accurately the product vill be costed. The number of bases should be

chosen after considering:

1. factors associated with the individual products
or jobs, o

2. necessary costs and effort in application, and
3. material differences in final results.
6.06 Vhere results do not differ significantly, the easiest method

available and the least oumber of pools and allocation bcses
should be used.

SOTICK
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6.07 Activity level of the allocation base must also be addressed.

The activity level of the allocation base ;relates to the time
period over vhich indirect costs should be allocated to products. Cost
accountants commonly recognize tvo levels of capacity utilization - the
norsal activity versus the tnnua{ activity.

6.08 The normal sctivity aspproach recognizes the fact that sose

costs are incurred in the current year to produce {tems that
vill benefit the entity for many years (e.g., szelf constructed assets
or research and development expenditures). The normal activity approach
takes the position that these costs should be spread over the periods
benefited (e.g., If self constructed assets have a useful life of five
years, the costs related to these assets should be billed over five
years rather than in the current year). This approach has the effect of
averaging costs over a period of time and applying this average to the
product/service in each given year. Vith this approach, in some years
the billings for these costs vill exceed the actual costs incurred. In
other years the actual costs {ncurred vill exceed the billed smounts.
Hovever, over time the costs incurred vill equsl the total amounts
billed.

6.09 The annual activity approach to cost allocation takes the

position that each year’s costs should stand on its owvn.
Therefore, each year’s costs should be allocated and billed in the year
incurred. This attitude arises from the videspread conviction that the
Year is the key time period and adherence to the idea that costs for a
given year generally must cling or attach to the services provided or
products produced during that year regardless of the relationship of
that year’s activity to average long term activity. Vith this approach
the asount of costs billed vill fluctuate from year to year if costs
fluctuste from year to year. Hovever, in each year the costs billed-
vill equal the costs incurred.

NOTICR
NOT POR USE OR DISCLOSURE OUTSIDE TEE
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_ dAccounting Requiresents _
7.01 then developing methods of zllocating indircctly attributable
costs, certals Tules must be adhered to so that - consistency
can be achieved betveen <osts that are allocated and the allocation
bases used. Belov are a 1ist of things that must be considered:

1. The same cost accounting period must be used for
accusulating the costs ss for establishing its .
. allocstion base.

2. Vhen developing sllocation rates for indirectly
attributable <costs it should be noted that if a
cost that is typically an indirect cost has been
directly billed, it should be excluded froa the
numerator. Additionally, this amount must be
added to the denominator, if applicable. The
treataent for billing Dpurpeses determines
vhether a particular cost goes in the numerator
(cost to be allocated) or the denominator
(allocation base), not the account that centains
the amsount. :

3. Cost pools should be aggregated to the maximum
c extent possidle providing the aggregation
- results in no material distortions in cesting
. the product or service. If the logical bases for
tvo differemr cost pools are different but
interchanging <the bases vill yield the same or
similar results, the cost pools should be
combined and allocated using the same base.

4. The activity 1level required is the normal
approach. Since this approach i3 used, methods
must be established in the rate application
system to TrTecover costs that benefit future
periods. _

ROTICK
NOT YOR OR DISCLOSURE OUTSIDE THE
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S.

7.

Vhenever direct costs are used in establishing
allocation bases for a period, the folloving
rules sust be adhered to:

A. Consistency {s, important in waking
adjustments to both direct and indirect
costs for purposes of determining total
costs. :

.

~B. T e appropriate practices for &etérr&ls.

aceruals, and other adjustments must be
vsed in identifying the cost accounting
periods among vhich any types of
adjustments to expense are distributed.

Indirectly attributable costs based on estimstes
may be used in developing allocation rates.
Hovever, the estizates nmust be developed to
represent a full cost aceounting period.

The allocation rates developed should be
revieved at a minimum, annmually. Additionally,
if any change should occur in the interim that
vould cause a significant change in the
allocation rate in use, a more representative

rate should be developed and implemented at the’

time the change occurs.

7.02 Questions regarding the allocation of indirectly attridbutable
costs as required under the JCO should be referred to the JCO

Compliance Coordinator in BSE Comptrollers.

ROTICR
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- ISSUE: Joint Cost Order Documentation Requirements
STATUS: Revised

ORIGINATOR: Blair S. Parrott (404) 249-.5042

CONTACT: Al Smith (404) 249-4238

BellSouth Enterprises Accomnting Directive 010 is revised effective
July 1, 1992. List of major changes:

1. Section 11 General docuzentation is defined to include
Questionnaires and a Coaprehensive Service Information Matrix,

2. Section 3t FDC studies must be submitted semiannually. Information
regarding refunds and cost of services provided free of charge must
be subaitted annually. ,

3. Section 5: Retenrion period i3 five years.

4. Appendices added:
APPENDIX I: Summary of Documentation Requiresents
APPENDIX IT: Market Based Prit:.inx Questionnaire
APPENDIX ITI: FDC Questionnaire

APPENDIX IV: Comprehensive Service Information Matrix

Saith
SRR ger . ) Operations Manager
APPROVED:
- R. Brever o
Asgistant Vice President ~ C -

= & Comptroller
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00Xy £OST ORDER DOCUMENTATION REQUIREMENTS

>

Tatroduetion N
1.0 In ordar o ensure that transactions vith regulated affiliates

as vell ez all chaining transactions (see AD 003) are priced
in sccordance vith the provisions of the Joint Cost Order (JCO) and the
BellSouth Cost Allocation Manusl (see AD O11), each BSE subsidiary must
have sppropriate documentation to support the pricing methodology used.
This documentation iz subject to avdit by BellSouth Internal Auvdite,
external asuditors, state commissions, PCC asuditors, and other
regulatory entities for JCO compliance.

1:02 Bach BSE subsidiary doing bdusiness vith affiliates wmust

praintain the folloving documentation: (1) Initial Transaction
Approval (if consurmated after 9/1/90); (2) General Documentation; and
(3) Specific Documentation. Accounting Directive 022, T*iffiliate
Transaction Approval®, addresses documentation vhich must be subaitted
for the initial approval of nev transaction types. After a transaction
is approved under the guidelines of AD 022, generasl documentation as
required by AD 010 must be submitted to BSE in order to ensure ongoing
compliance of the transaction. Specifie documentatlion provides detail
backup for eack zffiliated bill submitted. :

1.03 Appendix I summarizes JCO docurmentation requirements.

General Documentation

2.01 General dJocumentation addresses the general JCO concepts and
hov the ctoncepts are Iimplenmented for each transaction -
type. In order to ensure a consistent approach to addressing JCO
complisnce, the #£5lloving questionnaires and matrices have been
developed to assist BSE cospanies in documenting JCO compliances

1. Joint Cost Order Questionnaire — Xarket Based
Pricing {Appendix II)

2. Joint Cost Order Questionnaire - PDC Pricing
(Appendfx IXI)

3. Comprebensive Service Informatiom Matrix
{(Appendix IV)

2.02 The questlomnsires should be completed for each product or

service Type that is provided to affiliates. The
Questionnaires vers developed to ensure a consistent approach to
addressing JCO compliance and to ensure that all relevant facts

affecting cospliance are identified. Hovever, due to the diversity of . .

products and services provided by BSE subsidiaries, the questionnaires

‘ NOTICE
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can only serve as general guidelines in addressing compliance. If the
questionnaires do mnot wsdequately cover all issues in a particular
situation, addendums should be attached. i

2.03 The questionnaires must be updated semiannually and subaitted

to the JCO Compllance Coordinstor in BSE Comptrollers by July
31 and December 31 each year. This documentation is the bdasis for
ensuring JCO compliance and wvill be provided to auditors as deemed
necessSary. <

2.04 The Comprehensive Service Informstion HKatrix provides a

summary of affiliste and nonaffiliate revenues by
product/service type. This documentation is crucial because it iz often
the first step in determining {f a market rate exists. Additionally,
BSE receives numerous data requests from regulatory auditors for this
type of information. Therefore, accurate and timely reporting of this
information s important. The Matrix presented ir Appendix IV is an
exanple format. Subsidiaries must provide all information requested;
hovever, the format may be revised to meet individual needs,

2.05 The Comprehensive Service Information Xatrix wmust be updated

quarterly and submitted to the JCO Coapliance Coordinator ia
BSE Comptrollers vithin one month after each quarter end.

Specific Documentation

.ol In addition to ‘the general documentation described above,
each subsidiary wust have specific documentation on file
vhich supports the pricing of each transaction.

3.02 For affiliates |wusing market 'bued priélng, specific
documentation includes, but is not limited to:

e Cobie.s of all invoices to the regulated entities
vith descriptions of services and prices.

® Copies of Iinvoices to nonaffiliates vhich
shov the pricing of similar goods/sexvices at
simnilar prices.

% A recent copy of price lists, if used.

® A listing of those customers in wvhich the

nonregulated sfffliate provides a similar service
to ensure an adequate cutside market exists.

& Lo
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3.03 “For affiliates using PDC, specific documentation includes, but
‘i3 not limited tot ‘ :

i
® PDC system sutput providing suppor:tb for all cost
allocations. c

e Eaployee time reports.

e Support Ior all directly assigned or attributed
costs, such az vouchers.

‘@ Support for the computation of the allovable
. return.

e FDC studles, $£f applicable.

3.04 Some subsidiaries have found it cost effective to bil) 2 flat

rate instead of actual FDC each month. In these situations,
the subsidiary must ensure that actual billings do not exceed actusl
FDC. Studies wmust be performed at least semiannually to ensure
compliance. FDC studies must be submitted to BSE Comptrollers for the
folloving periodss

January 1 - June 30: Duet July 31
July 1 - December 31: Due: Pebruary 28

If an affiliate uses 3 vost allocation systes that allocates and bills
actual PDC on a monthly basis, FDC studies are not necessary.

3.05 If billings to mffiliates exceed FDC, refunds are required. If

the FDC studies shov that billings are expected to exceed FDC
on an annual basis, ap mccrual for the estieated refund must be booked
prior to year end vith final adjustaents made as soon as possible after
year end. In order to accurately anticipate the expected refund,
quarterly or monthly FDC studies may be necessary. BSE Comptrollers
must be informed of the £inal refund amount by February 28.

3.06 Additionally, subsidiaries sust identify those transactions in

vhich services axre provided to the regulated entities free of
charge. The costs associated vith providing these services must be
tracked and reported annually to the BSE JCO Coordinator by February
28.

ROTICE
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Docuzentation Submitted With 3ills

£.01 During <rate proceedings and FCC and state  regulatery

commission compliance audits, BellSouth Telecommunications,
Inc. (BST) vill be required to demonstrate compliance vith the rules
for affiliated transactions. Therefore, BST Comptrollers must ensure
that & detailed auvdit trail of each affilisted transaction is
paintained to comply vith the JCO and to ensure adequate information is
availsble for required andits. The audit trail requiresents include
chaining transactions, which vould require BST Comptrollers to obtainm,
from nonregulated affiliates, the detail of each transaction in the
chain from the nobnregulated affiliate dealing directly with BST and
from any other nonregulated wffiliates involved in the progressioh of
the transaction.

4.02 Bach BSE affiliate should coordinate vith the billed entity to
ensure that the documentation needs of these coapanies are
being net.

Retention Period

5.01 All documentation must be maintained for at least five years
after the fiscal year end.

Statenment of Compliance

€.01 The FCC requires that BellSouth =management provide o

managerent representation letter in conjunction vith the
annual JCO audit. Accordingly, the Chief Financial 0fficer of each BSX
subsidiary must provide a "Statement of Joint Cost Order Compliance® to
the BSE Assistant Vice President & Comptroller. The BSE JCO Compliance
Coordinator will coordinate the timing of this letter each year. The
report format is contained ia Appendix V.

ROTICE
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APPENDIX 1
JOINT COST ORDER
DOCIRENTATION REQUIREMENTS '
DESCRIPTION AD RRF FREQUENCT WB' DATE
Transaction Approval AD 022 is Needed 45 Days Prior to
: Consuzmation
General Documentatiecn
@ (Questionnaires AD 010 Semiannually July 31
Appendix II December 31
Appendix III
¢ Comprehensive Service
Information Matrix AD 010 Quarterly April 30
Appendix IV . July 31
October 31
January 31
FDC Studies - 4D 010 " Semiannually July 31
Par. 1.04 Pebruary 28
Refund Information AD 010 Annuslly February 28
(If Applicable) Par.. 1.08
Services Provided Pree AD 010 Annually Pebruary 28
(If Applicable) Par. 3.06
Statement of Compliance AD 010 Armually March 30
Appendix Vv . : .
1! N
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APPENDIX II

- | Joiat Cosx Order Questionnaire
- ¥arket Based Pricing
Page 1

COWUPANY NAMB

PRODUCT OR SERVICE DESCRIPTION

This questionnaire i3 to be completed semiannually and submitted to BSE
Comptrellers by July 31 and Decenber 31. This questionnaire addresses
those products and services provided to affillates at a market rate as
defined by the Joint Cost Order (refer to AD 007 for guidance in
addressing market pricing issues under the JCD). A separate
questionnaire should be completed for each transaction type priced at
market rate. All questions should be ansvered. If additional data is
necessary in order to addrass all issues, an addendum should be
attached.

1. In laymen’s terms, describe in detail the product or service
provided. . ,

2. Specify the approval date im accordance vith AD 022 or the
transaction start date 4f prior teo 9/1/90.

3. Is the product provided a standard product or a customized product?

4, if the product iz a customized product, vhat controls are used to
ensure Joint Cost Order compliance (i.e., are products similar
enough to establish a market rate)?

!1
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APPENDIX II

Joint Cost Order Questionnaire
Harket Based Pricing

Page 2
S, 1Is bdilling done ons
Bourly Basis
Per Unit Basis
Flat Fee
Other (Describe)

6. Hov often do prices change?

7. Vhat is the average price range of the product offered?

8. Vhat is the typical nusber of sales per customer per year (not
dollar volume)

Affiliates

Nonaffiliates

9. Vhat is the average dollar volume per customer per year?

-

10. Do sales to BST fall outside the average dollar volume in sales?

ROTICE
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APPENDIX II

- Joint Cost Order Questionnaire
Market Based Pricing
Page 3

11, Are price lists used? (note: a pricing schedule in a contract is
not considered a price list unless it is the same price list

offered to all cuatomers).

12. Is the same price list used for all customers? If not, vhy not?

13, If price lists are not used, hov are prices deterrined and vhat
controls are used to ensure Joint Cost Order compliance (i.e., bov
do you knov affiliates are charged the same price as
nonaffiliaces)?

14. Are vritten contracts used?

15. If vritten contracts are used, vhat controls are used to ensure -
Jolnt Cost Order compllance (i.e., hov are contracts compared to
ensure appropriate priecing)?

16. Are discounts used:
For affiliate sales Discount Range

For nonaffiliate sales Discount Range

NOTICE
NOT POR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EXCEPT UNDER WRITTEN AGREEHENT
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Joint Cost Order Questicnnaire
¥axket Based Pricing
Pags 4

17. If discounts are used, hov are they determined?

18. If discounts are used, vhat contrcls are used to ensure Joint Cost
Order compliance (i.e., hov do you ensure on average the discounts
offered to BellSouth affiliates are ss ruch as discounts offered to

nonaffiliates)?

: NOTICE
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APPENDIX III
- Joint Cost Order Questionnaire
FDC Pricing
Page 1 .

COMPANT NAME

PRODUCT OR SERVICE DESCRIPTION

This questionnaire is to be completed semiannually and submitted to BSE
Comptrollers by July 31 and December 31. This questionnaire addresses
those products and services provided to affiliates at FDC as defined by
the Joint Cost Order (refer to AD 008 and 009 for guidance in
addressing FDC issues under the JCO). A separate questionnaire should
be completed for each transaction type priced at FDC. All questions
should be ansvered. If additional data is necessary in order to address
all issues, an addendum should be attached.

1. In laymen’s terms, describe in detail the ptoduct or service
provided.

2. Specify the approval date in accordance vith AD 022 or transaction
start date if prior te 9/1/90.

3. Idgnt.ify the reason for using FDC pr:lcing for this productlaenice.
{(a) There are N0 sales to nonafﬁliate.s
{(b) The level of sales to nonaffiliates is
insufficient to establish a market rate
as defined by the JCO

Annual Affiliate Sales S

Annual Nonaffiliate Sales §

(c) Products offered to nonaffiliates are not
the same as products offered to affiliates

-

NOTICE
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APPENDIX III
~ Joint Cost Order Questionnaire
FDC Pricing
Page 2

4. If the reason for using FDC pricing is 3(c), explain the
differences in products offered to affiliates versus producu
offered to nonaffiliates

S. Is a systex in place to bill actual FDC costs each mcnth?

6. Bov often is the system revieved and updated, including s reviev of
the allocation methodolegy, controls, system requirements, ete.?

If FDC is not billed on an actual basis each lﬁnth. identify the
billing method used:

Bourly Basis
Per Unit Basis

Flat Fee. ’

il

Other (Describe)

8. If PDC is not billed on an actual basis each moath, hov often sre
studies done to ensure that actual billings do mot exceed FOCT

9. Who performs the stwdy? Vho revievs the study?

‘1
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APPENDIX III
) Joint Cost Order Questionnaire
FDC Pricing
+ Page 3

10. If actual bills exceed FDC, vhen are refunds izssued? Vhen are
estimated accruals recorded?

11, Vhat is the pollcy if actual bills are less than FDC (i.e., iz the
difference billed to affiliates)?

12. Bov often i{s the FDC study revieved and updated (i.e., do yvou
reviev the allocation methodology to ensure ongoing JCO
compliance)?

Attach a description of the FOC system or FDC study, including a
description of the methodology used to allocate all costs under the

JCO.

ROTICE
NOT POR USE OR DISCLOSURE OUTSIDE THE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEKENT
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BellSouth Enterprises, Inc. AD 010

Pinancial Accounting Katters Revised: July 1992
Accounting Directive: Effectiver July 1992
APPENDIX ¥

- COXPANT RAME -

STATEMENT OF JOINT COST ORDER COMPLIANCE
POR TEE YEAK ENDED DECEMBER 31, 199X

Section 5.0 of BellSouth’s Cost Allocation Manual (the "Manual") through
December 31, 199 coatains information regarding affiliate transactions
among our company and BellSouth Telecomsunicaticns, Inc. For those services
ve provide using prevailing market rate, the pricing is supported by actual
outside sales to third parties. For those services ve provide using fully
distributed cost, systems and procedures are in place to attribute costs
according to the costing hierarchy mandated by the Federal Communications
Coamission (FCC) in the Joint Cost Orders and related rules. Although not
disclosed in the Marwal, all chaining transacticns are priced in accordance
vith the above criteria.

Ve believe that, for the year eoded December 31, 199X, all affiliate
transactions among our company and BellSouth Telecommunications, Inc. are
accurately stated in the Kanual. Systems and procedures, as {mplemented,
veet the requirenents of the affiliated transaction rules of the Joint Cost
Order and conform vith Section 5.0 of the Manual as of (date
to be provided by BellSouth).

Vith respect to external and internal audits cocducted on affiliated
transactions our coapany participated in, ve confirm, to the best of ocur
knovledge and belief, the folloving: '

* Ve have made avalilable all significant information that ve
believe is relevant to the audit.

® There have been no developments to this ‘date that vould
materially affect the financial sratements for the year ended
December 31, 1991.

® Ue knov of no event to this date that, although not affecting
such fipancial statements, has caused or is likely to cause any
material change, adverse or othervise, in the financial position,
results of operations or cash flovs of the Coapany.

Date Xame

Title

Exceptions, if any, to the above statements are as follovs:

1 4

NOTICE
NOT POR USE OR DISCLOSURE OUISIDE THE
BELLSOUTH CORPORATIOR EXCEPT UNDER VRITTEN AGREEMENT
14
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BellSouth Enterprises, Inc.
Financial Accounting Matters _Revised:

Acecounting Directive

on

ug. 1991
Bffedtive: Jan. 1991

ISSUE:

STATUS:

Requirements for Updating BellSouth’s Cost Allocation

Hanual

Revised

ORIGINATOR: Jennifer M. Fox (404) 249-4333

CONTACT:

RECOMMENDED:

Daeen P. Gt

Davn P. Carlson (404) 249-4238

Davn P, Carlson
Staff Manager

APPFROVED:

B. K. Brever
Assistant Vice President .
' & Comptroller '

BOTICE
NOT POR USE OR DISCLOSURE OUTSIDR THE
BELLSOUTE CORPORATION EXCEPT UNDER VRITIEN AGREEZMENT

FoiKeN 08552




BellSouth Enterprises, Inc. AD 011
Financial Accounting Hatters Revised:  Aug. 199
Accounting Directive Bffective: Jan. 1991

REQUIREMENTS POR UPDATING BELLSOUTH’S COST ALLOCATION MANUAL

Introduction

1.01 In compliance vith the Pederal Communications Commission (FCC)

Joint Cost Order (JCO) in Docket 86-111, BellSouth filed @
Cost Allocation Manual (CAM) with the FCC vhich cutlines our methods of
cost &allocation betveen regulated and nonregulated activities within
BellSouth Telecommunications, Inc. (BST). The CAMN alzo outlines the
financiazl relationship betveen the regulated carriers and their
nonregulated affiliates. The costing principles and procedures outlined
vithin the CAX and BellSouth’s adherence to those principles and
procedires provide assurances to the FCC that nonstructural separation
is being handled properly.

1.02 To facilitate this assurance, BellSouth must update the CAM as
follovs:

1) sixty days prior to the effective date of any
cost pool or time reporting changes for BST.

2) on a timely basis for any changes to
affiliated transactions or other sections of the
CAM. .

3) sixty diys prior to the iaplementation of a
line of business transfer from a nonregulated
affiliate to a regulated affiliate, and

4) quarterly for c.in.nges' for clarification
purposes (i.e. text clarification).

1.03 BellSouth Corporation submits CAM changes to the PCC on a

quarterly basis or as needed for special reasons such as major
reorganizations. These changes are submitted on the first day of each
quarter (January 1, dpril 1, July 1, and October 1) or on the first day
of the month in vhich a special filing vill be made. There is a great
deal of vork required before any CAM revision is filed vith the PCC. A
company-vide teas effort 1s imperative to accomplish this task
effectively. CAN changes vhich affect BSE subsidiaries are items (2)

: and (3) above. )

ROTICE
NOT FOR USE OR DISCLOSURE OUTSIDE TEE
BELLSOUTE CORPORATION EXCEPFT UNDER VRITTEN AGREPMENT

1 “  FeIKe2w oess22
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BellSouth Interprises, Inc. AD 022

Financial Accounting Hatters Issusance: Aug. 1991
Accounting Directive Rffective: Jan. 1991
ISSUR: Affiliate Transaction Approval

STATUS: Nev Issuye

ORIGINATOR: - Jennifer M. Yox (404) 243-4553

CONTACT: Dawvn P. Carlson (404) 249-4238

RECOMMENDED:

Davn P. Carlson
Staff Manager

B. R. Brever
Assistant Vice President
& Comptroller

BOTICE
NOT POR USE OR DISCLOSURE OUTSIDE THE

BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEMENT

«  FRIKB2M 0R5323
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s emmmr e A0 © 022
Financial Accounting Matters Issuance: Aug. 1991
Accounting Directive Bffective: Jan, 1991

bocumentation Requiresents

- 3.0 Documentation subaitted for approval must contain a complete
description of the transaction, including: _

® Description of the product or service.

Identification and relationship of all parties involved.

Frequency of transaction (daily, monthly, yearly, on
request).

Expected future revenues. and profits from affiliates and
- nonaffiliates.

® Financial resources required (monetary, personnel,
facilities, =te.).

Complete description of pricing methodology.

Identification of Joint Cost Order issues, {f any, and hov
JCO compliance vill be ensured.

® Strategic and financial importance to BellSouth.

3.02 If market based pricing is used, a description of the services
provided to nonaffiliates should be included, as wvell as
current and expected revenues from nonaffiliates. This information is
necessary to ensure that revenues generated frox nonaffiliates are
similar and significant enough to actually establish a prevailing
sarket rate. It iz z2lso important to ensure that the customer base is
stable enough to maintain an adegquate outside market in future years.

3.03 If fully distributed costing is used, a description of the

syster and controls used to allocate costs msust be included.
Responsibilities for maintaining the system and revieving cost
allocations =must be identifled. If a system i3 pot in place, the
expected completion date of the system should be given. Billing cannot
oceur until an appropriate system iz in place.

ROTICE
NOT FOR USE OF DISCLOSURE OUTSIDE THE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEMENT
2
-
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L Udd
Pinancial Accounting Matters Issuance: Aug. 1991
Accounting Directive zzgcctivez Jan. 1991

Strategic and Financial Isportance of Transaction

4.01 The strategic and financial importance of the transaction sust
be documented. Only intercompany transactions that are
strategically and financislly important to BellSouth vill be approved.
Such criteria is determined on s case by case bdasis. Examples of
strategically i{mportant transactions are those vhich vill:

* Assist BellSouth in entering a desired market.
* BEnhance BellSouth’s competizive structure.
¢ Assist BellSouth in furthering technological developaments.

¢ Enhance BellSouth’s capability to meet customer needs and
demands on a timely basis.

4.02 The transaction must have a positive impact on BellSouth’s

financial results. This criteria is also determined on a1 case
by case basis, byt examples of financially important transactions are
those vhich will:

¢ Improve BellSouth’s Net Income or cash flov.
® Provide economies of scale.
® Utilize excess or idle capacity ‘or resources.

4.03 In assessing the financial importance of a transaction,

alternative sources for a- service must be considered.
Docusentation must state vhether the affiliste has other sources
available for the service, hov easily these services can be obtained
from external sources, and the external versus internal prices of the
service.

MOTICE
NOT POR USE OF DISCLOSUREZ OUTSIDE THE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEMENT

3
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BellSouth Enterprises, lhc. AD - 022
Financial Accounting Matters Issuance: Aug. 1991
Accounting Dirsctive Effective: Jan. 1991

Fixed Asset Transfers

5.01 Pixed Asset transfers vith a net book value exceeding $ 25,000
sust be approved. The folloving documentation must be
submitted: '

¢ Description of parties involved and their relationship.

&« Description of the asset(s) and hov the asset(s) vere used
by tke transferring entity.

. Description of hov the asset(s) will be used by the
a receiving entity.

¢ Original cost of the equipment, date of purchase,
accusulated depreciation, depreciation method, and
estinated useful life.

¢ Estimated fair market value of the asset, including
methods used to determine such value.

® Reason for the transfer, including alternative methods of
disposal for the selling entity and alternative methods of
acquisition for the purchasing entity.

Hanagement Certification

6.01 The Chief Financial Officer and President of all affiliates

involved in the transaction sust provide vritten certification
that they have revieved the proposed transaction and concur that the
transaction is strategically and financially important to BellSouth and
that the transaction complies vith the Joint Cost Order.

Tiaing

7.01 Documentation for nev transactions must be submitted to the

BSE Assistant Vice President & Comptroller at least 45 days
prior to consummation of the transaction. Significant resources should
not be coamitted to researching a potential intercompany arrangesent
until approval is obtained.

NOTICE
NOT POR USE OF DISCLOSURE OUTSIDE TEE
BELLSOUTE CORPORATION EXCEFT UNDER VRITTEN AGREENENT

&
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- BellSouth Eaterprises, Inc. AD 022

Pinancial Accounting Matters Issuance: Aug. 1991
Accounting Directive Bifective: Jan. 1991
1SSUR: Affiliate Transaction Approval

STATUS: Nev Issue

ORIGINATOR: Jennifer M. Pox (404) 249-4553

CONTACT: Davn P. Carlson (404) 249-42213

RECOMMENDED:

Davn P. Carison
Staff Manager

'q R. Brever
Assistant Vice President
& Comptroller

NOTICX
Wt FOR USE OB DISCLOSURE OUTSIDE TEE
BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREYVENT

- FRINZH 025927
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BellSouth cnterprises, inc. AD 022
Pinancial Accounting Matters Issvance: Aug. 1991
Accounting Directive Bffective: Jan. 1991

-  AFFILIATE TRANSACTION APPROVAL

Introduction

1.01 Zffective September 1, 1990, all nev intercompany transactions

sust be approved by the Assistant Vice President & Comptroller
of BellSouth Enterprises, Inc. (BSE) prior to their implesentation. The
general provisions of this policy are contained ia the BSE Policy
Manual, Section 6 (Use of BellSouth Products and Services), Paragraph 2
(Intercompany Transactions). This Accounting Directive provides
specific guidance to BSE subsidiaries in implementing this nev pelicy.

Scope

.01 The policy applies only to newv transaction types vith an
effective date subsequent to September 1, 1990. An ongoing

service existing prior to September 1, 1990 does not require reviev and

approval. For exasple, if nonregulated affiliate A has been providiag

monthly equipsent maintenance to regulated affiliate B since January 1,

1990, this service does not require approwval, even if the service vill

continue to occur after Septeaber 1. Bovever, if nonregulated affiliate

A begins to sell equipment to regulated affiliate B effective September

1, this transaction must be approved.

2.02 All transactions in wvhich a BSE affiliate, (including BSZ

HBeadquarters), sells goods or services require approval
regardless of .Joint Cost Order (JCO) considerations. Transactions in
vhich a BSE affiliate recelves goods or services froa the regulated
affiliates may require approval based on BellSouth Corporation and
BellSouth Services policies.

2.03 Asset transfers from a BSE affiliate vith = net book valpe
greater than $ 235,000 sust be approved.

BOTICR
NOT FOR USE OF DISCLOSURE OUTSIDE TEE
BELLSOUTE CORPORATION EXCEPT UNDER VRITTEN AGREENENT

-
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BellSouth Enterprises, ianc. : AD 022
Tinancial Accounting BRatters Issuance: Aug. 1991
Actounting Directive Bffactive: Jan. 1991

- Documentation Requiresents

.01 Documentation subaitted for approval must contain a coaplete
description of the transaction, including:

® Description of the product or service.

Identification and relationship of all parties involved.

-¢ Frequency of transaction (daily, monthly, yearly, oa
request).

® Expected future revenues and profits from affiliates and
nonsffiliates. .

® Financial resources required (monetary, personnel;
facilities, etc.).

@ Coaplete description of pricing methodology.

¢ Identification of Joint Cost Order jissues, if any, and hov
JCO compliance vill be ensured.

® Strategic and financial importance to BellSouth.

3.02 If market based pricing is used, a description of the services
provided to nosaffiliates should be inecluded, as well as
current and expected revenues from nonaffiliates. This information i3
necessary to ensure that revenues generated from nonaffiliates are
similar and significant enough to actually establish a prevailing
market rate. It is also important to ensure thst the customer base iz
stable encugh to saintain an adequate outside market in.future years.

3.03 If fully distributed costing i3 used, & description of the

syste:x and controls used to allocate costs must be included.
Responsibilities for maintaining the system and revieving cost
allocations sust be identified. If a system is not in place, the
expected coapletion date of the system should be given. Billing cannot
occur until an appropriate system is in place.

BOTICR
NOT POR USE OF DISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EICEPT UNDER VRITTEN AGREENENT

2 FOIKORN 909923
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BellSouth Enterprises, at.. AD 022
Tinancial Accounting Matters Issuance: Aug. 1991
Accounting Directive Lifective: Jan, 1991

_  Strategie and Finmancial Isportance of Transactiom

4.01 The strategic and financial importance of the transaction must

be documented. Only intecrcompany transactions that ares
strategically and financislly {mportant to BellSouth vill be approved.
Such criteria {is detersined on a case by case basis. Examples of
strategically important transactions are those vhich will: '

¢ Assist BellSouth in entering & desired market.
¢ Bnhance BellSouth’s cospetitive structure.
® Assist hllSoqt.h in furthering technological developments.

¢ Enhance BellSouth’s capability to meet customer needs and
demands oa a timely basis.

&.02 The transaction must have a positive Iimpact on BellSouth’s

financial results. This criteria is also deterained on a3 case
by case basis, but examples of financially important transactions are
those vhich wvill:

¢ Iaprove BellSouth’s Net Income or cash flov.
® Provide economies of scale.
® Utilize excess or idle capacity or resources.

4.03 In assessing the financial importance of a transaction,

alternative sources for a service must be considered.
Documentation must state vhether the affiliate has other sources
available for the service, hov easily these services can be obtained
from external sources, and the external versus internal prices of the
service, .

~ ROTICE
HOT roRk USE OF DISCLOSURE OUTSIDZ THE
BELLSOUTH CORPORATION EXCEPT UNDER VRITTEN AGREEMENT
. 3 o
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BellSouth Enterprises, Inc. ) ab Q22 .
Financial Accounting Katters Issuance: Aug, 1991
Accounting Directive Effective: Jan. 199t

Fixed Asset Transfers

5.01 Fixed Asset transfers vith a net book value exceeding $ 25,000
pust be approved. The folloving documentation wmust be:
submitted: ;

¢ Description of parties involved and their relationship.

¢ Description of the asset(s) and hov the asset(s) vere used
by the transferring entity.

- * Description of hov the asset(s) vill be used by the
receiving entity.

¢ Original cost of the equipment, date of purchase,
accumulated depreciation, depreciation method, and
estizated useful 1ife.

¢ Estimated fair market value of the asset, including
nethods used to determine such value.

¢ Reason for the transfer, including slternative methods of
disposal for the selling entity and alternative methods of
acquisition for the purchasing entity.

Managesent Certification

6.01 The Chief Pinancial Officer and President of al} affiliates

{nvolved in the transaction must provide vritten certification
that they have revieved the proposed transaction and concur that the
transaction is strategically and financially important to BellSouth and
that the transaction complies vith the Joint Cost Order.

Timing

7.01 Documentation for nev transactions must be submitted to the

BSE Assistant Vice President & Comptroller at least 45 days
prior to consuanation of the transaction. Significant resources should
not be committed to researching a potentfial intercompany arrangement

. until approval is obtained,

NOTICE
NOT FOR USE OF DISCLOSURE OUTSIDE THE
BELLSOUTE CORPORATION EXCEFT UNDER VRITIIN AGREEMENT
P - '
. Fétkeoy 08593
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260 0
Audit
Date: 05-11-93
Amended Response to
Item No. 2-079 .
. Page 1 of 1

Provide a listing of all transactions, by individual

Reguest:
company, between Sunlink Corporation and BellSouth
Corporation including its affiliates, except BellSouth
Telecommunications and nonaffiliates.
Indicate whether the response to this reguest is the same
as provided the FCC.

Response: In its response dated May 19, 1993-the Company stated

that it would provide a response or a status ceport on
May 29, 1993. Frollowing is the response:

See attached for the 1991 and 1992 Sunlink billings to
e affiliates. .

This information has been provided to the FCC.
The material <constitutes confidential proprietary

business information and will be the subject of a "Notice
of Intent to Regquest Specified Confidential

Classification.”

SPECIFIED CONFIDENTIAL

Date Provided: May 25, 1993

131
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BallSouth Enterprises, Inc.

o ooz {TEN NO. 2-079

ATTACHMENT
PRGE 1 OF -
{
SUNLINK CORPORATION "
BILLINGS TO AFFILIATES ,
DURING THE 12 MONTHS ENDING 12/31/91 AND 12/31/92 . 8 a
DOLLARS IN THOUSANDS :
1991 1992
GROSS GROSS
SUBSIDIARY

BallSouth Advanced Networks, Inc,
BeliSouth Information Natworks, Inc.
BeliSouth Information Systems, Inc.
BeliSouth Moblity, Inc.

L. M. Berry and Company

BaltSouth International, Inc.

BallSouth Marketing Progrems, Inc.
BaliSouth Advertising and Publishing Corporation
BallSouth Ragources, Inc. *

BaltSouth Services, Inc.

BeliSouth Telecommunications, Inc.
BaliSouth Communications, lnc.
Dataserv, Inc.

BaliSouth Communications Syetems, Inc.

{{p_ﬂip_amdf ‘/0 9'071'/: / ’
Saign St Mind foSled
0Thes offul . ’D/8¢,3 00
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Reguest:

Response:

\3&'

¢’
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit v h :
Date: 06/01/93 '
Amended Response to'

Item No. 2-074.1

Page 1 of 3

For BellSouth Information Networks, Sunlink, BellSouth
Capital Funding Corp., BellSouth Resources Inc., Data
Serve Financial Services and BellSouth Enterprises Inc.,
provide the following using 1992 information separately
for each affiliate: .

A -

A1)

2)

The dollar amount of transactions with
1) BSTI - .
2} other BellSouth Affiliates and
3} Non Affiliate entities

A%
The dollar amount of transactions for each of the
ten largest "Non Affiliate" customers for each of
the above named affiliates. Provide the name and
address of each customer.

The BST transactions with affiliates were provided

in response to Item No. 2-0l2.

During 1992, Sunlink quporuttun; bjlled "other
affiliates"” approximatelf $2,126,300 :

BSE has declined to provide affiliate billings for
BellSouth Information Networks, BellSouth Capital
Funding Corporation, BellSouth Resources Inc., Data

. Serv Financial Services and BellSouth Enterprises,

Inc. because these companies either have no
transactions or no fully distributed . cost
transactions with BST.

Therefore, the Company objects Lo providing such
information on the grounds thatj;l) Southern Bell
does not have possession, custody or control of
such information, (2) the entity that is in
possession of 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

RJIBZ:50 £6-62-90
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Southern Bell Tel. & Tel. Co.
FPSC Dbocket No. 920260~TL
Audit 5;_” |.
Date: 06/01/93

Amended Response to

Item No. 2=074.1

Page 2 of 3

Response continued:

3)

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.

Notwithstanding that objection, these companies
have agreed to produce for inspection at a mutually
convenient time on Company premises, any documents
necessary to support any “chained" "fully
distributed costs" [(FDC} transactions in the event
that the staff’s audit of a direct transaction with
other affiliates reveals any  “chained"® FDC
transactions affecting BST.

Sunlink Corporation made no rental charges to non-
affiliates during 1992.

BSE had only flow~through transactions with BST in
1992. The other affiliates had no transactions
with BST in 1992. i

As stated in A3) above Sunlink had no rental
charges to non-affiliates during 1992. .

Therefore, the Company objects to providing such
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 of 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

WAGT T 530 €h=nT-an
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Southern Bell Tel. & Tel. Co.

FPSC Docket No. 920260-TL

Audit w'l :

Date: 06/01/93 '
~ Amended Response to

Item No. - 2-074.1

Page 3 of 3

Response continued:

B)

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.

The Company objects to providing the reguested
information on the grounds stated in A3 above.

Date Provided: June 29, 1993

135
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COMPANY:. ' BST

TITLE: ANALYTICAL REVIEW .
PERIOD: 1991 AND 1992

‘DATE: JUNE 1, 1993

AUDITOR : RKY o
WP NO. 7

I. An analytical review was performed to determine the amounts involved in
the afffliated transactions. From this staff would select those affiliated
companies to audit. Our first plan was to select three affiliated companies
based on dollar amounts, select three small companies and then do BSE -
chaining. Anything under $10, 000,000 was considered a small company.

Our analytical review is based on answers to 2-012, 2-012.1i and 5-006.
5-006 1s considered Proprietary by BST.

The three affiliates with the largest amounts of dollar transactions
were:

BILLED TO

BST 1992
BELLSOUTH CORPORATION ' 99,766,526
BELLCORE 162,58a,303
BELLSCUTH COMMUNICATIONS, INC, 209,991,149

Only two smaller companies were selected because the audit team feit
that was all we could handle in the time frame and the amount of people
working on the costing methodologies area.

The two samller companies were:
SUNLINK -- ANY AND ALL SUBS OR AFFILIATES THAT ARE IN THE REAL ESTATE AREA.

2 -9/ pr11ED TO
- BST 1992

SUNLINK < 3,269,678
CSL CHASTAIN 504, 71
CSL BIRMINGHAM 9,557,626

DATA SERV. 4,926,617

We did not consider the Advertising and Publishing Group becasue the costg of
publishing are being addressed in a geparate group. Group 3 led by Rick
wWright.

Mobile Systems Group and Bellsouth Information Systems were part of the
snall companies. We did not consider them because of staff and time limits.

136




COM

PANY

TITLE:

PER

I0D:

DATE:

AUDITOR :

WP NO.

.
b

BST

ANALYTICAL REVIEW
1991 AND 1992
JUNE 1, 1993

RKY

7

« IV. A comparison of the amounts allocated to Fl for 1991 and 1992 was
performed. We could not do this for total states as 1991 wae for SBT and four
states and 1992 was for BST for 9 states.

The following schedule is for those charges that were allocated to Florida
that increased or decreased 10% or above for affiliates that allocated

$£500,000 or more.

XINCREASE
F1 1991 FL 1992 (DECREASE)
SOUTH CENTRAL BELL .
_TO BST IN 1992 17,479,768 0 100.0000%
BELLSOUTH SERVICES
TO BST IN 1992 367,378,631 0 100.0000%
SUNLINK 0 1,630,138  100.0000%..
CSL BIRMINGHAM 0 2,241,640 1oe.oooos>
BELLSOUTH INFORMATION
SYSTEMS 543,180 980,216 80. 4588%
MOBILE COMMUNICATIONS ‘
CORP OR AM AND AFFIL 355,972 600,902 68, 8060%
BAPCO 1,202,527 1,064,303  -11.4945%
-~ STEVENS GRAPHICS 0 664,870  100.0000%
BELLSOUTH COMMUNICATIONS
me 25,287,590 52,729,091  10B.5177%
DATA SERV INC AND
AFFIL 891,250 1,218,592 36, 7284%
BSHR . 921,706 0 -100.0000%

PSC staff hag sent this inforsatjon to other team members for follow up.

BAPCO to Rick Wright
Sunlink, STevens Graphics, and Data Serv to Kathy Welch [ '
BEllsouth Communications to se (ry)
SCB and BSS are all part of BST in 1992 and part of the BST
CSAP portion of the audit,

/97
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Item No. 2-131
Attachment I

Revenue from Real Estaie Operations;,  ($000 /

| p f.?, { ) a&
From CSsL CSL CSL
Entity; Birmingham Chastain Twelfth Straet
BST a0
BSC-HQ - 0.0
BSE-HQ
Sunfink
8S Moabiity
8S Direct Mktg
8S Int1 Msg.

BS Intemational
BS iInfo Systems
Non-Affillates
Other *

* Interest income, parking revenue, etc.

1155
Peachtree St

0.0




Request:

Response:

140

RE:

1-

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

Date: 08/09/93

Item No. 2-131

Page 1 of 2 .

Sunlink, etc.

Provide all documentation to satisfy the guidelines set
forth in BSE~Financial Accounting Directives AD0OO7, 3.01,
“Establishment of Outside Markets" for 1992 for:

Sunlink, CSL cChastain Joint Venture, CSL Birmingham
Assoc., CSL 12th Street Associates, Peachtree Associates,
Exchange South Associates, CSL Western Way and 1155
Peachtree Assoc. Include documentation described in
AD 010 appendix II, III, IV and V. :

Provide all additional rent payments made in 1992 for
each of the dbove properties broken down by affiliates
and non-affiliates, broken down by type of payment (I.E.
real estate tax, security, electric, water & sewver,
cleaning, etc.)

As to "Peachtree Associates", there is no company by that
name.

The Company has asked BSE to provide the requested
information. BSE declines to provide CSL Western Way and
CSL Exchange South information because neither BST nor
other BellSouth affiliates lease space in these projects
- nor have they been used as the basis for any market
rate analysis. Therefore, the Company objects to
providing the requested information on the grounds that
(1) the Company does not have possession, custody or
control of such information, (2) the entity that is in
possession of 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 know that
Southern Bell‘’s Florida customers do not subsidize either
Southern Bell or its affiliates’ unregulated activities.




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

Date: 08/09/93

Item No. 2-131

Page 2 of 2

Response Continued:

As to Sunlink, CSL Chastain, CSL Birmingham, CSL Twelfth
Street and 1155 Peachtree Associates, all available
material has been previously made available to the
auditors in one or more of the following instances:

. Contained in the workpapers associated with the
Coopers & Lybrand JCO Compliance Audit

. Contained in individual FDC lease analyses made
available to the auditors during on-site visits

. Contained in the AD010 documentation binder made
available to the auditors during on-site visits

The Company asked BSE to provide the requested
information. BSE provided Attachment 1 which includes
rent revenues from affiliates and non-affiliates for CSL’
Chastain, CSL Birmingham, CSL Twelfth Street and 1155
Peachtree Associates in connection with their real estate
operations. BSE declines to provide the breakdown of
rent revenues in the requested categories because it is
time consuming and burdensome. Therefore, the Company
objects to providing the breakdown of rent revenues in
the requested categories on the grounds that (1) the
Company does not have possession, custody or control of
such information, (2) the entity that is in possession of
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 know that Southern Bell’s Florida
customers do not subsidize either Southern Bell or its
affiliates’ unrequlated activities.

This attachment is being sent in the overnight mail on
October 28, 19593.

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Request Confidential
Classification."

Date Provided: October 28, 1993

141




142

18 o A A




-‘ ' Y

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 520260-TL
‘\_ Audit
Date: 10-26-92 i
Item No. 2-001
Page 1 of 1

Request: Provide 1991 financial statements and General Ledger for
Sunlink Corporation.

Response: The 1991 Sunlink Income Statement and Balance Sheet are
attached. BST does not have access to the Sunlink
General Ledger and has been unable to secure it from BSE.

PROPRIETARY
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A . SUNLINK CORPORATION
ILHCOHE STIATEMENT @“ B

THUUSANDS O
REPORT PERIO0: oEC 91 @ - E T

Bl A -

-0 O 0 N w

12

]
14
15
14
17
18

19
20

2
2
3
24

25

CUPRENT MONIY - YEAR-10-DATE

RUDGE T ACTIAL DIFF DI BUDGET ACTUAL [ TE2] s
REVEMNI S

Total Operating Pevenue (Inc Fub Fees)
Less: Pub fees
Net Opcrating Reverwe

" OPERATING EXPENSES

—
Cost of Serviers/Products
Oeprecintion =
Amortization P
Selling, General & Adnin —
Other Operating Expenses * ol
Total Operating Expenses _
_—_
S

NET OPERATING INCOME

OTHER [NCOME
fquity in Inc (Loas) Unconsol Cos
Hisc Non Opernting Inc (Loss)
Total Other Income

INTEREST EXPENSE .

INCOME TAXES « TEDERAL
« SIATE

INCOME BEFORT EXTRAORD | NARY T1INS,
ACCOUNTING CHANGES ANMD MINORITY [NT

1

EXTRACRDINARY 1TEMS + WET
ACCOUNTING CRANGES
MINORIIY IMTERESTS

' | o OPERTY OF BELLSOUTH ENTERPRyS

KET INCOME (LOSS) Ny CONFIDENTIALAND_ PROPRIETARY
NOTICE: NOT FOR USE OR DISCLOSURE CUTSIDE THE BELLSOUTH SUBJECT To PROTECTIVE AGREEMEN

CORPORAEION « ¢YCEPT UNDER WRITIEN AGREEMINT - zfm , DO NOT copy

PROPRIETARY

INCOME BEFORE INCOME TAXES L
-l
o
Ay



SFT

REPORT PER{OOD:

A

1

2
3
&
5
6
T
3

L -

10
n
12
13

"%
135
16
14

19
20

21
22
23

24

b

ASSETS

- CURRENT ASSCIS

DEC 91

Cash and Cash Equivnlents
Temporary Cash investments

Accounts and Notes Receivable, Net

Inventorics

Wet Invest in Seles-Type Lcoses -

Other Current Asse
TOTAL CURRENT ASTELS

INVESTMENIS

Irwestment in Unconsol Affilintes

Other lnvestments
Total Investmant

FIXED ASSELS

Prope;'ly, Plont and Cqulipment
tess: Accumatated Bepreciation -

ts

B

Het Fixed Assets

SIML INK CORPONATLOW
DALANCE SHEET
TIRISAND S

C cum‘br Houl.u

VARIAY [ON $COM CURRCNT
HONTM ACIVAL r

BUDGET ACIUAL DIFF

20(FF

HONTHIMIHTH YEAR-10-DAIE

Current

COST OF EOUIP UNDER OPER LEASES, NIT OF ACIUAL

ACCUM DEPREC OF ¢

OTHER ASSETS

o

Intangible Assets, Net of Actuol Accumulated
Mortizetion of 8
Net Invest in Sales-Type Leoses - Non-Cure

Other Non-Current Assets

Totsl Other Assets

TOTAL ASSEIS

1

|||\\ VW

ROLICE: NOT FOM USE OR DISCLOSUNE OUTSIDE |ME BELLSOUTH

L'OW‘DRMION EXCEPI UNDER WRITTEN AGRETMENT

PROP

PRIETARY

PROPERTY OF BELLSOUTH ENTERPRISES
CONFIDENTIAL AND PROPRIETARY
SUBJECT TO PROTECTIVE AGREEMENT
DO NOT COPY
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SUNL INK CORPORATHON
THALANLCE SMHLE
THINISANU'S

2 Peownent wonn

p. 3 O'F'.—B

VARIATION FROM CURRENT
HONTH ACTUAL ('

A/ B BUnLl ACTUAL DI WIS

25
/]
2?7
28
@

30

)|

»

n
34
1]
¥

37

38

»
40
1]
41
&3
&4
45

L6 . TOTAL LIABILITILS AND LUNY

HOM W/ H TN YEAR-TO-DAIT

LIABILITIES AND EOULTY D

CURRENT LIARILITIES
Debt Haturing within One Yeor
Accounts Payahle
Qther Curront ond Accrued Linbilities

TOTAL CURRFKT LIABILITIES
OTHER LONG-TERM DEBT
CAPITAL LFASE OALIGATIONS

OTHER LIARILITIES
deferred tocom Taxes
Other Hon'Current Liabilities
Total Other Linbititirs .

HINORLTY [NTERESTS
TOTAL LIABILITIES

STOCKHOLOERS EQUITY
Peelerred Stock
Common Stock
Pald-tn Copltat
Retalned Carnings
Accumulnted Forelgn Currency Transiations
Total Steckholder's Equity

NOTICE: MOT FOR USE DR DISCLOSURE OUTSIDE THE BELLSOUTH
CORPORATION EXCEPT UMDEN WRITTEN AGREEMENY

g e M EERRY
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CONFIDENTIAL AND PROPRIETARY
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AUDIT DISCLOSURE NO

]
}
SUBJECT: CSL BIRMINGHAM

e — ' Ve .
STATEMENT OF FACT: CSL Bi(ﬁinhazn has three complexes charged at Fully <—~- S

Distributed Costs (FDC). According to request 2-0038 they are: 2
BUILDINGS FDC BASE RENT
8ss!

BSSII
3700 BLDG.

Additional rent Is paid for oparating expenses, taxes and insurance.

These amounts were requested B/9/93 (Request 2-131) and have neve
been provided. .
The following amounts were Included in the FDC analysis for Return on
Investment computed at 15.76%.

-

ROI

AVG. INV,

BSSI
BSSII
3700 BLDG.

The company provided redacted pages from their generatl ledger which
contained the numbaers used In their FOC analysis but refused to provide
their antire ledger.

The rent Is being allocated to the states using the allocation
percents for account 6121, /J

DOLLARS

Florida ' 26.14%
Gaorgia 17.28%
North Carolina 9.62%
South Carolina 6.44%
Alabama 8.47%
Kentucky . 4.92%
Louisianna . 9.95%
Mississippi 5.85%
Tennessee . 11.33%




OPINION: Limited access to the general ledger is not sufficient to support
their FDC analysis. Providing only certain accounts does not allow raview
for contra accounts which could change the balances needed to be usad.

it also does not allow a review to determine if all necasssary accounts wera
Included in working capital.

Questions also arose from the redacted copias of whethar the 3800 building
and the 3700 bullding were charged to the same cost center. By not bejng
able to review the genaeral ledger for charges lor the 3800 building It whs
imposshle to determine if the FDC analysis contained costs for the 3800
building. The company fater provided redacted copies of the General Ledger
showing the 3800 building as a separate line item but redacted the dollars.

It also was impossible to determina the reasonablengss of other rents,
Readucing the rate of return to a lower leval could reduce FDC to baing lower
than the actua! rent charged.

/g RECOMMENDATION: Because the pany refused to support thelr calculations
by full access, the rent of, d additional rent which cannot be
determined because the request was never answered, should be removed.

Florida portion 2,620,144 ) .
% Regulated . 95.07% S Habby amaligoie PO mPz7ol
2,499,527

% Intrastate . T7.33% .@
Florida Intra/Regulated ) 1,832,884

LT

1
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Request:

. Response:

/8

L

Southern Bell Tel. & Tel. Co.
FPSC Docket Noq 920260~TL
Audit i
Date: 3-2-93
Amended Response to !

* Item No. 2-0038
Page 1 of 1

For Sunlink, provide detail of how the fully distributed
cost was calculated in billing affiliate companies for

~ the Colonnade use.

The Company is billed less than fully distributed cost
for leased office space in the Colonnade Complex. The
documentation showing how the billing for this space is
calculated constitutes very sensitive confidential
proprietary business information and will be made
available for review on company premises at a mutually
agreed upon time and place.

Ag. wmwoﬁﬂﬂ@cﬁf

sthn G/l ) pepily Ledfigp £
ng%ojw mﬁm

O antons sre /13 %wwmf
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J

Date Provided: March 24, 1993 OLU! net L,_,ue_ @t f}(,] 'H\-“- NML-‘)"
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CSL BIRMINGHAM CONFIDENTIAL

FDC STUDY DOCUMENT CONTAINS PROPRIETARY INFORMATION
' mm SHOUE:gNO'l' BE DISCLOSED TO UKAUTHORIZED
PERSGNS. IT 1S MEANT SOLELY FOR USE BY AUTHORIZED
EMPLOYEES OF SELLSOUTH OR BELLSOUTH SUBSIDIARIES.
Because the negotiated lease rate is billed each month, studies are i

performed semiannually to compute FDC per square foot for each of the
phases (BSS I, BSS II, and 3700). These studies are perf¢rmed via LOTUS
spreadsheets using information from the CSL Birmingham financial

reports. \

-

birect and Indirect Costs

The primary expense associated with each phase is depreciation expense,
Because BST pays all other expenses directly, there are no other
expenses associated with these properties. Because overhead costs for
the partnership are low and the majority are related to other phases of
the project, there is no allocation of indirectly attributable or
unattributable costs. Depreciation is tracked by phase on the General
Ledger.

Net Investment
The primary components of the net investment are:

Fixed Assets (Land, Land Imp. Buildings, etc.) These assets, as
well as the associated accumulated depreciaticn, are tracked by
phase on the General Ledger. :

Deferred Taxes (Sunlink Accounts 319.1; 319.2; 321.21; and 321.22):
Because CSL Birmingham is a partnership, each partner records its
share of the appropriate tax expense and deferred taxes on its own
books. sSunlink’s deferred tax balances are allocated based upon
information received from BellSouth’s tax department. The tax
department determines the amount of deferred taxes that relates to
the CSL partnerships and the amount which relates to Sunlink’s
owned pranerties. In order to allocate these totals among the
individua. Colonnade phases, the relationship of depreciation
expense is used.

Working cCapital: Because most CSL Birmingham working capital
relates to other phases where the partnership is paying for
operating expenses, there is no allocation of working capital to
BSS I, BSS I, or the 3700 Building.

Computation of Return on Investment

The LOTUS spreadsheet computes the return on the average net investment
using the current year allowed FCC rate of return. The average net
investment is computed on an annual basis as follows:

Priér Year Ending Net Investment + Current Year Ending Net Investment
2

Comparison of Actual versus FDC
In determining JCO compliance, the effective actual lease rate per

square foot is compared to the FDC per square foot each year. In
earlier years, FDC exceeds the actual amount billed. However, in later
years FDC is‘less than the actual amount billed because the lease rates
escalate and the FDC amount declines due to a declining net investment.
However, on a cumulative basis over the lease term, the effective
actual amounts billed are less than the cumulative FDC amounts.’-
Therefore, CSL Birmingham is in compliance with the JCO.

151 92020 -7 - -
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Request:

Response:

160

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit
Date: 0%/17/93
Item No. 2-038.C
Page 1 of 1 ,
For CSL Birmingham provide deferred tax allocation and
the appropriate backup from the general ledger.

See Attachment I for Sunlink Corporation Deferred Taxes
used in the CSL Birmingham Lease FDC Study which were
supplied by the BSC~HQ Tax Department. See previously
provided Coopers & Lybrand Workpapers Numbers 109.7 and
110.7 for the allocation of Sunlink Deferred Taxes to
individual projects (including CSL Birmingham). See Note
1 on workpaper 109.7 which explains why the BSC-HQ Tax
Department figure for Deferred Taxes is used rather than
the Deferred Tax balances in the General Ledger.

This attachment is beinq sent in the overnight mail on
October 5, 199%3.

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Request Confidential
Classification.™ :

Date Provided: October 5, 1993
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Request:

Response:

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

Date: 05/17/93
Iitem No. 24838.8
Page 1 of 1 .

For CSL Birmingham tie depreciation expense to the
general ledger for Class 805.

Reconciliation of CSL Birmingham depreciation expense and
the general ledger for Class 805 is being sent in the
overnight mail on oOctober 5, 1993.

This material constitutes proprietary confidential
business information and is being produced subject to a

"Notice of Intent to Request Confidential
Classification.” '

.

Date Provided: oOctober 5, 1993
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Item No. 2-038.B
Attachment

Reconciliation to CSL Birmingham Assoc. General Ledger

3700 Colonnade Building

Depreciation Expense (per G/L pages reviewed by auditor 9/14/93)

Building
Tenant Allowance
Landscaping *

Minor Egquipment

TOTAL

=

Minor Difference

Per FTDC Study

~

* Allocated based on Land Balances
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Reguest:

Response:

St Southern Bell Tel. & Tel. Co.
1N, . FPSC t No. 920260"'
930CT ~6 AHID: 2h puaie oo EL
Aliiiing o Date: 09/17/93
FINARGIAL ANALYSIS pjvItem No. 2-038.A
Page 1 of 1

For CSL Birmingham, prove that the 3800 Building is not
in Class 805 in the general ledger.

See Attachment I which shows that the CSL Birmingham
project 3800 building is separate from the 3700 building
and is not in class 805. This attachment is beind sent
in the overnight mail on October 5, 1993,

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Request Confidential
Classification."®

A

Date Provided: October 5, 1993
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CSL CHASTAIN - CHASTAIN CENTER
LEASED AS OF
March 31, 1993
* PHASE
% OF
SQUARE TOTAL
TENANT FEET BUILDING SPACE
@) 35.725 200 41%
7 10124 200+’ 12%
10,057 100 1%
8.080 100 9%
*, 6799 ¥ 100 8%
4521 100 5%
3,689 100 %
L TOTAL LEASED, :
TOTAL AVAILABLE 9,508
TOTAL SPACE 87,910
PHASE Il ”
] 8,290 e fg:
8,173 300 i
1.775 400 '&'\’&- 8%
am e aouy)".,\, : 133
5217 . (% 300 . 5%
adagr aod a%
X} r * 300 3%
- \'\ ."ﬁ
R o i b T L Sy
i 3 ‘ PRy AT h
TOTALAVAILABLE \ 11,070
TOTALSPACE ' ‘E;L /v ) 99,378 @
T W N PHASEIT -
28307~ 500 5%
500
500
500
500
500
500°
500
£00
TOYAL LEASEL
TOTAL AVAILABLE - 20-
TOTAL SPACE .. 78,200
24451 Bad SALLT  Loeon sacees
. 2z L]
193 a 4
"
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AUDIT DISCLOSURE NO.

SUBJECT: CSL CHASTAIN CENTER \
7t ¢

STATEMENT OF FACTS: Southern Bell rents 59,267 square faet of spacs in the
CSL Chastain Complex a r the leases for Phase Il and Nl
L

The average rent over the 15 years net of the improvement allowance was

F«r square foot for the 48,468 in phase i and il square loot for
the 10,799 square feet in Phasa Il _ g

~-6pl
q*] ¢ The company comparad tha iR loase at@@iPper square foot for the
35,725 square feet. The improvement allowances avaraged over the tive years

@77 raduced the lease amount to an average of@illper square foot.

The dease was a five year lease which has expired. That space is now
empty. F?.

The next largest space is a lease with ATT in phase Il for 28,307 square

feet. The company refused to provide the lease boacause it wasn't used to
determine market.

The rent aflocated to the statgs using account 6121 allocations is:

DOLLARS
Florida 26.14% 127,408 8.
Georgia 17.28% 84,225
North Carolina 9.62% 48,889
South Carolina 8.44% 31,389
Alabama 8.47% 41,284
Kentucky 4.92% 23,981
Louisianna 9.95% 48,497
Mississippl 5.85% 28,514
Tennessea 11.33% 55,224
&)
£3
" N T
L1
1 168 40
] ] 1/
VAL T LA TH (20 LY (T 3B AT
Tt
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25

20

| e
Percant Intrastate 77.33% ‘

OPINION: 1t does not appear appropriate 1o compare a fiva year lease ta &
15 yoar loasa.

In a competitive market, it would be reasonable to give better rates 1o a

company locking in to a leasa for a large space for 15 years as this would

assist the lessor in obtaining financing lfor the projact and efiminates the nead

to pay commigsions for finding new tenants. CSL Chastain paid Carter Associgtes
and Oxford Indusiricsvieeile and WRNEES for procuring thoJilNElR loase.

1f BST had & 5 year laase, they may have renegotiated a better lease rate at the
end of five years, or moved as did. By locking in to & 15 year leass,
thay did not have that oplion.

FDC could not be datermined for comparison becausa the company would not
provide the ganearal ledgers.

RECOMMENDATION: Bscause the 15 year leases are not comparable to other
leases and no tenants are comparable In size and bacause the company wauld
not provide general ladgers to allow for a fully distributed cost

computation, the entire rent of s¢a§5411 should be removed as follows:

Florida portion E 127,409 . nrazr

Percent Regulated 95.07% Pan Gabhy WP [her
121,128 :

Parcent Intrastate 77.33%

Florida Intra/Reg 93,668

i the rent were reduced on the‘lease amount oW, the rent would
be reduced by $241,699 I C

241,699

Parcent Florida, 268.14%
] 63,180

Percent Regulated 95.07%

48,449

-

Plaol  Prac Tl

BT @ 475 ' q'¢3

_é

s @H‘z o9
?)F‘I’ 198,7’.!!;30 42,430 = Z9,698. %0

[
L 5

24
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Request:

Response:

Year
1988

T0-13-63 06:35PM

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260

Audit

Date: 09/29/9P

Item No. 2-166

Page 1 of 1

-

Provide total amounts paid by MOVATS by year for the
Chastain Lease by regqular rent and additional rent.

Listed below are the rent payments from MOVATS to CSL

Chastain: ‘
é% ($000) C::

1989
1990
1991
1992
1993

~ This material constitutes proprietary confidential

business information and is being produced subject to a
"Notice of Intent  to Request Confidential
Classification." -

Date Provided: oOctober 13, 1993

173

Flasms




\o

Request:
anounts.w

Response:

“10-12-93 06: 36PN

Were any design allowances made for MOVATS?

P !‘5/* »

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 520260

Aundit

Date: 09/29/9

Item No. 2-171

Page 1 of 1

Provide

No design allowances were made other than the Tenant

Improvenent Allovances provided in response to Item 2-
054.1 dated September 29, 19593,

Fuwe

Date Provided: October 13, 1993
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Request:

/ / Response:

[

-
S

Southern Bell Tel. & Tel. Co.
FpPSC Docket No. 920260

Audit
Date: 09/29/9?
- Item No. 2-170

Page 1 of 1

How much was pald by CSL chastain to Carter and oxford
Realty Services ror procuring the MOVATS.

o

©csL Chastain paid Carter and Oxford Industries
WEEeand and GASEAaMENEENEN, respectively for procur

servicesz asmoclated with the MOVATS lease.

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Raguest Confidential
Cclassification.”

Date Provided: ' October 13, 19923
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4. SECURITY DEFOSIT

5. RENTA!L ARJUSTMENT

eV

f. DELIVERY AND ACCEPTANCE OF PREMISES; TENANT WORK.

q
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SPECIAL STIFULATIONS
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4. SECURITY DEPOSIT

5. RENTAL ADJUSTMENT

S 7

6. DELIVERY AND ACCEPTANCE OF PREMISES; TENANT WORK.

T/ e
Fﬁlnmmgls > e
f

1
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Request:

Regponse:

gouthern Bell Tel. & Tal.Co.
FPBC Docket No, 520260~TL
audit

Date: 05/09/93
Item NO. 2"05‘411
Page 1 of 1

Provide cost of all work parformed as an allowance to
Movats under Exhibit 8 of thelr lease.

The total Tenant Improvemant Allowance ne ated in
conjunction with the lease wad T1-68)

This material constitutes proprietary confidential
business information and is helng produced subject to a

"Notice of ‘Intent to Reguest LConfidential
Clasglification.” :

CONFI

DENTIAL

Date Provided: September 29, 1993

180
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PAX TRANSMITTAL SHEET
FROM ‘ /
BST REGULATORY AFFAIRS
3700 COLONNADE PARKWAY ol
BIRMINGHAM, ALABAMA 35243

FACSIMILE NUMBER: 203/977-1563

DATE SENT: q‘ﬂﬂ ’3& NUMBER OF PAGES (EXCLUDING COVER):
To: _Knﬂ.y___ﬂdrim |

TELEPHONE NUMBER!
FAX NUMBER!

AAARYPPLEASE CALL ABOVE TELEPHONE NUMBER FOR PICKUP###kdd

FROM:

Peggy MacAlllister
205/977=3391

SPECIAL INSTRUCTIONS: ee.spohse.s +o!

R-0S5Y, |

IT ANY PROBLEMS WITH TRANSNISSION, PLEASE CALL! Sherry Cox
{205) 977-1540
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AUDIT DISCLOSURE NO

—

.

SUBJECT: SUNLINK WAREHOUSE SPACE

STATEMENT OF FACT: Sunlink rents three warehouses io BST. They are
as follows:

BIRMINGHAM WAREHOUSE
JACKSONVILLE WAREHOUSE
ST AUGUSTINE WAREHOUSE

The fully distributed cost figures comtain 15.769 return on investmentas &~

follows: . ‘

BIRMINGHAM WAREHOUSE
JACKSONVILLE WAREHOUSE
ST AUGUSTINE WAREHOUSE

The company wouid not provide the General Ledger of Sunlink, only redacted
pages showing individual items on the FDC analysis,

OPINION: A lowar rate of return could make rent higher than FDC on all
leases. The Jacksonvilie warehouse is aiready $240,056.10 higher than Fully
Distributed Costs.

Redacted copies of the genera! ledger are not sufficient {¢ determine the
appropriateness of Fully Distributed Costs. We are unable to determine if
there are contra accounts which change the balances used or if there are
working capital accounts which should be included but have not been.

The amount of rent has been allocated by staff to the states using
account 6121 allocation basis as follows:

,0(
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Florida
Georgia

North Carciina
South Carolina
Alabama
Kentucky
Louisianna
Mississippi
Tennessee

C

DOLLARS

26.14%
17.28%
9.62%
6.44% e
8.47%
4.92%
9.95%
5.85%
11.33%

B

RECOMMENDATION: Because the company would not provide complete access to
support their numbers the entire lease should be removed. The Florida portion
should be allocated as follows:

Fiorida
% Regulated

% Intrastate
Fla Intra/Reg

741,515 (used cost pool 8)

97.48% o ea_uﬁm o~ mpPL70 2

722,829
558,964

fl
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. AUDIT DISCLOSURE NO

s )

SUBJECT; LEASES WITH SUNLINK AND DATASERV AND BELLSOUTH
COMMUNICATIONS SYSTEMS, INC. -

STATEMENT OF FACT: The company provided the iease agreements for
the above but did not provide Fully Distributed Cost or Market
Comparisons.

Per the answer to request 2-079, the following payments were made in
1992 to Sunlink:

CHARGED TO
AMOUNT BST (REQ 2-012)
DATA SERV 1,431,000 1,218,592

Data Serv charges BST through both Fully Distributed Costs for the
Atlanta Repair Facility and market rate for other services.

In response 2-001.A1, the company contends that the lease charges
are not in the Fully Distributed Cost calculation and therefore

none of the costs chain in to regulation.

Sunlink also had a lease with Bellsouth Communications Systems, L,L 7 X _7

Inc. for Vg They did not provide the requested FDC
analysis until October 6, 1993. All Sunlink Financial Statements

-and General Ledgers were requested June 7, 1993. The company said
they would backup only chained transactions but in doing so did /

not include the BSCS or Data Serv ieases. The FDC analysis

provided shows that FDC is more than the lease costs used by l/
$227,078. However, the FDC analysis includes $780,710 of Return

on Investment which was computed using a pretax return of 15.76%.

OPINION: The company has not adequately justified the charges for
Data Serv even though the company uses market rates because these
costs are chained through the market rates. The costs applicable

to Florida have been determined as follows:

£3
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% OF DATA SERV REVENUE FROM BST 38.20%

LEASE AMOUNT 1,431,000 ‘
BST ALLOCATION OF LEASE 546,642 :
PERCENT TO.FLORIDA ' . 24.68
FLonioA AMOUNT : 134,911

Because we have not received any detail on BSCS staff cannot
determine the amount of the $732,000 jease which has baen chained
in to regulation. '

P




b

\ /1
AN,
o

2

g

v o

"o A

195

EEAE £

v




25

& ST

,}4//{2&() Ll Nonlonds ooy weart

7L kD

Bedsat | 2. Bl odsal ey v ecrnl, 2 é(r W
A VWercal A Alskeled A% 1'1) A/ AW ly
Py l | 4
2 e 12 A + =V ¥3"
) "? 2V ) wil
o
o/ fh‘wf_ 7ﬂ' - QJ’ :?4J-€r qﬂ vj-lf— qi‘: 1)
] » F£2A L= 1 Arbrigia ¥ W2
/ “ 7758
of §
3 9p
W §r 9/ ”——‘\ ey
5 g2 (esh ) 4718
: b T
" / 93
£ v
13 9
1 "
1 /\/‘s
20 /4 ear2m Aled |78 A An
o 5?/ Vi
»
) o
& F'er/n
u
b - & ; y&t xt D)
N 196 L




(O

24

o,

_ S7
‘!’ﬁ;/#’ /éﬂa\zm A,(J
T Y AR SR 9’/_3/{:[3
! nji AR A f » r o )
Aoh e |k DLz od_ (% SSAcDIG 14
Y ML
& -1 Bl > 7 1 Wt §
ek, Jgezm g P2 __z_r"‘ » , )
7 ] 4 ‘v - . 5
/ 2pepsh ¥ e
ot labiZi R s A175¢1—
' 3 /P ATE—
! =4 Zba/lv e
- S o~ /a2 EFA— . <
b 7 CY¥i3m| 283 517 77 :H‘l": 1'
- 7 SV 35— 1
§ eeeyd=] | 4y
1 /bsglay/
7 red/s4- 1/
e\ sbr Bl A A T
AL\ A b
. n r B
o ,/ LI
Hl £ Jr ﬁ ng M / N
—t e L




N

ol

* —

_—%ﬁg«:{a‘%@m@a) Ates
AV Y/ & : 2k
! ;";/A L /gr ’.éf/ \_L 14
! /f’/ﬂv’/a_’ L | #7 ™ J%:‘TA‘( (,f@-' :,;
: V]
| B AR 15947 | F ML l%]_?@-t_ﬂ-y
" LW AL s Y .
: s
! ;\Méhp
’ 4/ z 2 A ; 417 =
Arlel 73
i ]
13 .
7o
- v’y > /7
2
tH
2
5
7*
2 i
”
*
3
5 198 (/’7',
qm‘}lt voatjas ey ) E I B




S —

BsT
TPE  '2/3 /9 ] G5 43
% ¢ Q&l&d& NEla" 1A a L Lot
“"D O ho d y g (f
A a2 gt I~ ) £
b O
o RV R/ Vs
Y /90~ 1A 4
235
BT/ PR
d
ISP e A 1S
U T
thnded e
1
(‘1 v H 1‘0") oo A ort—]
{
ePEA
[

ar N . .
w&l}nut+cnur boe R oron by uree ‘
. '




1Y,

887

TBE_ j0l3 8 .

@)

£97]

95793

Nlnl+mn’ﬂ 120 b3 ATRT

) J@é%ﬂdf _E s 7.7 A
4
) jlrM /‘ /f;yc‘ - / Yy y) / s
6 ’,1 00 M ) e
Jf
%~
4 =
V—¥
(& Jo
% 2 @ Y>1 =
) @ Ear 3 ==
i O lako H 1 A - f /
”
21
»n
M
in ot Y
%/ Fa¥
nn 1 o
" ] 7
x B ﬂLV
11 [}
N Y%
/ \
is - )(
RES .—)
» 1
-
= 200
1 T
b LT * T




(.
(_

)
nl

u;.q,r-n---"sl
THES DOCUMENT 0¥ % 4.+ -t
. WHICH SHOULD NO1 BE DiSLa e 10 MM
. © T DRSNS, IS MEANT SOLELY FOR UISE BY AUTHORTED
R - EMPLOYEES OF BELLSOUTH OR BELLSOUTH SUBSIDURIES.

Sunlink owns the Dataserv Parts & Maintenance Headquarters building. The
monthly rent is based upon the lease rate as negotiated between Sunlink end
Dataserv. Although bDataserv has direct transactions with BST at DC,
Dataserv does not include any sllocations of rant in the FDC computations.
Therefore, none of the Sunlink billings to Dataserv chain into regulation

and therefore there are no Joint Cost Order issues to address regarding
this lease. )
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losses, costs, expenses, causes of action, suits, claims,
demands and judgments of any nature arising out of by reason
of or in connection with the Work.
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other sums payable hereunder have been paid, and either stating
that to the knowledge of the signer of such certificate no
default exists hereunder or specifying each such default of
which the signer has knowledge. Any such certificate may be

relied upon by any prospective mortgagee or purchaser of the
Premises.
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Request:

Response:

- P18/%x

Scuthern Ball Tel. & Tel. CoO.
FPSC Dooket No. 920260-TL
Audit i

Date: 09709793

Itanm No. 2-001.C

Page 1 of 1

-

In conjunction with 1-001.8, Staff was datermined that
Sunlink also leacged warshouses to BCS and pataserv and
has a warshouse in Miani which we are not sure is leasad
to an atfriliate. Staff beliaved these are also chained
transactions and alse should have been supplied as a
response to Reguest 2-001 during the 8/11/93 trip to
reviav the responsa. ;

Copiaz of the S5unlink lease with BCS and the Sunlink
lease wvith DataServ were provided to Kathy Weleh on
Septembar 14, 1993 in atlanta, GA. '

This material constitutes preprietary confidential
businese information and is being produced subject to a
*"Notice of Intent to Raquest Confidentinl
Classification.*”

Re: The Miaml warehouse: Af¢tar hurricane Andrew, We
Will Rebuild, Inc. asked the Company to provide storage
space for the supplies coming in from around the country
to help out in the relief affort. In response to this
ragquest, Southern Ball sntered into a lease with Sunlink
for warehcuse space. ‘This space is leared for the
operating expenses of the building alone. These expensas
are accounted for as rent expensas and then rejournalized
as in-kind donations (Acgount 7370.2000). This lease
axpirea at the snd of Septembary. %e Will Rebuild will
continue to use the space. A new lease is currently
being nagotiated and We Will Rebuild will continue to
occupy the space under the new sgreement. sunlink will
beqin charging rent for the space. B8ST will pay the rent
and bill We Will Rabuild for 100% of tha expsnces
associated with the leasa.

As par 9/14/93 discussion with ¥athy Welch, attached is
the lease agreement currsntly im effect. The nev leaane
has not been finalited at this time.

This material constitutes preprietary confidentlal
business information and is being produced subject to a
"Notice of Intent to Regquast Confidential
Clasgification,® ’

Date Provided: Septexber 15, 31993
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THE SHOPS OF COLONNADE
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: BUILDING]

N Ariet

LEASES SIGNED
April 12, 1993
RETAIL .
Sq.Ft. Space Lse.Exp.
3,212 D-34 07/31/99
A-12 08731192
6,016 B16/18 09/30/95
Y D4 08/31/99
3,006 D8/10 05731195
813 B-26 1130199
800 D-30 02728194
1,803 B2 07731794
9048 A-§ 09/13/96
5,061 B-Rest 103198
900 B4 123193 .
2,103 B-12 04730097 2, 7
1,239 A-10 01731 "(
3,408 D-28 ; umé ,
1.963 B‘l‘ | ".'. 05 '
542 F2 '05/31/96
2,890 . 4f .CR 1730195
4,206, i '3-4Ban 10731794 .
_Aass ‘U 0531/97
. WP B2 10/14/94
. A4 - 11730/95
5, (o] 10/31/99
715 AS 07731195
513 F-4 1273193
1,140 A8 09/30/94
2,619 Al4/16 04/30/96
92 e Al 04730/96
1,91 ' D16/18 04730197
1,202 D-6 07/31/99
1,502 D32 08/31/94
2,002 [T 1073198
302 D-12 01/31/94
2,103 B-6 1073197
1,000 C
1,369 B-24 11/30/97
873 D2 09730196
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3800 COLONNADE PARKWAY
LEASES SIGNED
.
March 9, 1994

OFFICE -

Tenant

Sq.Ft. * Floor. Lse.Exp.

. 02/28/95
1131196
03/31/96
09/30/95

131197
/30195
NA
06/30195
12131195
04/30/97
" NA
11/30/94
07/31/97
06/30/96
11/30/94
12131195
09/30/96
06/30/94
08/31/97
03/31/00
04/30/95
04/30/95
04/30/%6
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AUDIT DISCLOSURE NO ‘ !

SUBJECT: CAMPANILE LEASE-1155 PEACHTREE ASSOCIATES

STATEMENT OF FACT: The Campanile building in Midtown Atlanta, is owned by
1155 Peachtree Associates.

According to a response to Request 2-054A, Attachment G, as of 9/1/93 the
space is occupied as follows:

. 8/1/93 12131192
‘BST and Affiliates 72.57% 75.10%
CA&L and Carter 17.21% 17.21%
Non Affiliates 7.69% 7.69%
Vacant 2.53%
[ 100.00% 100.00%]

.

* Per lease charges from BSE having 6th floor in 1992

The company provided leases which show an average cost per year per square foot
after averaging improvement allowances over the lite of the Iease as follows: _

- Coopers and Lybrand 7 / / /
BST
BSIS
BSE
BSC

BSC adjusted thefijjjiJito amount o aaverage ‘per square foot per year
according to their JCO Matrixes.

The total paid by BSC to 1155 Peachtree Assoc. before the adjustment and including
other rent was‘@IIIEERaccording to request 2-156.

ccording to the Coopers and Lybrand workpapers, no adjustment was made by Coopers
nd Lybrand for the 3rd to 4th amendments of the lease which added 27,406 of space at
at 12/1/95 and 1/31/96 respectively and {lllillto the end of the lease. If
Coopers and Lybrand had adjusted these amendments from -t o ey would
have removed anothe

Staff requestaed leases in the building other than Coopers and Lybrand. Gary /Z - / /
Grace, the company representative said there were no comparable leases In the

Campanile Building and that the only comparable space was a lease in the 1100 /
building accross the street. He provided a iease made in 8/1/93 with RR

Donnelly and Sons Co. for 7,195 rentable square feet for 5 years. This 9,

-
—
=




/0

/3 -

/7
/8

273

lease was made for'Qill® base rent but included design cost and improvement
allowances oM per square foot amortized over five years this reduces
rent bySll®per square toot todllPer square foot.

It should also be noted that the company's that BST is using to compute market
rates for both the Campanille Building and the 1100 building are doing business
with BST and their affiliates. The amounts paid in 1992 are (per request 2-158): ,-‘—\

Coopers and  Kilpatrick &
Lybrand Cody

BSC HQ AND BSE ' Q.  eestwmm
BST waaSEn

OPINION: Since the company believes the 1100 building is comparable space, it is
guestionable why they did not use the Kilpatrick and Cody lease for comparison
which was made in 6/91 for 141,414 square feet at-anaverage par year o
square foot. This space has more than the 72,000 square feet used by Coopers and o
Lybrand and is closer in time initialed than the RR Donnelly lease. {[ 77 B

if market rate is appropriate, the Kilpatrick and Cody lease should be used for
comparison thus adjusting the Coopers and Lybrand rate o il to (D or a
reduction of QA Using the space of 305,696 for BSC less 1993 space of 8080 and
storage and mailroom and computer space of 9,475 lor a nct of 288,141 x$4.58 is
$1,319,685.70. The adjustment for amendment 3 and 4 needs to be reduced to the C &
L rate for an additional 88,247.32. The total adjustment would be $1,407,933.

The attached charts allocates these costs to BST and o the states using 1992
billings as a base. The reductions to BST would be $1,048,317.52 and to Florida would
be $274,030. This amount needs to be allocated to intrastate regulated dollars.

However, because the Campanile Building was rented 75% by BST and Afliliates
and 17.2% by companias earning a substantial amount of their revenues from
BST and affiliates and because the BSC space of 305,695 is not really
comparable to either the Coopers and Lybrand space of approximately 72,000 or
the Kilpatrick and Cody lease in the 1100 Building of approximately 141,000
square feet, a comparable market does not exist and fully distributed cost

should be used. :

In a competitive market, a lessor who would be guaranteed rent on 300,000
square feet of space for 10 years would probably be willing to negotiate a
better price than they would on 72,000 square feet.

Since the company would not provide actual costs and the general ledger for
the Campanile Building, staff was unable to determine FDC.




RECOMMENDATION: Since the company would not provide access to stalf to the i
records necessary to compute Fully Distributed Cost, the entire rent for
1992 of $7,445,373 should be removed.

According to the attached computations, $5,543,669.26 relates to BST and
$1,449,115.08 is Florida specific. This amount needs to be allocated to Intrastate
Regulated. i

A
47/

’
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Southarn Bell Tel, Co.

Docloat 920260

For the 12 Months anded 12/31/92

Rant expénse allocated to Soulbarn Bell

BellSouth BeliSouth BallSouth BellSouth BeNiSouth BefiSouth BefiSouth Total
Telocommunicalions Business Systams Enterprises ' Capital 2. Products Human
Funding Resources
T Services | Projects |  Tolal Sarvices | Projects | Tolal Barwces | Projects | Total
Toral billings irom BSC to Alfiliates - 1992
93,215.900,0 | 4,453,000.0] 97,668,900.0 |  4.464,1000| 397,300.0 28614000 ] 22,669,400.0 | 5.212,800.0 | 27,902,200.0 | 701,000.0 8,000.0 25,1000 ] 57000 ] 131,173.200.0
7. 2.3%47% 74.4579% 3.4002% 0.3029%4 3.7061% 17.2973% 2.9740% 21.2T12%4 1.5344 0.0061 0.0191%4 0.005 144 100.0000%%
' (&) Rédliction in Re

1,556,924.59 74,375.78 1,691,304.95 5.635.66]  B81,197.01 | _ 378,967.27 | 87,066.23 | 465,033.36 | 11,708.39 | 133.62 | 419.23 | .91]  2,190,908.90

g

* (BjRadudtion in fani Expensa for thifd and founh ; ; e
52,711.34 | 299577 6570711 3,003.2¢ | 267.29 3,210.52 | 15,264.28 | 3506.93 | 18,771.31 | 471.60 | 5.38 | . 1689 <51 48,247.32

- (63 Findtiloa in fental $pense SOIUSHNG.10 4 w

93781044 | 4479997 ] 93251041 5165 3.G97.00 | e8808.73 |  228.260.60 ]  52.444.04 [ zannaes] 7,052.50 | - §0.49 | 25252 | B7.41]  1,319,685.7¢ |
- (D) Total Slential Expenss tor 1 year 19527 : g :
5260917.78 ] 252,751.48 ) 5543,669.26 | 253,381 :2 7355068 | 275,398.19 | 120764628 | 29587759 | 1,583,723.87 1 39,789.63] 454.08 | 1,424.67 | 38029 | 7,445.373.00]
Calculation of ltem (A): .- = & | Total Rant | | Adjusiment
Average Cost per 5q Fl il 100
Adjusted Cost per Sq Ft % 70.57
Dilference 7.08 29.43% [ 7.44537300] X29.43%« | 2,180,907.77 =

2 d
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Soulhezn Bell Tel. Co.

Docket 920260
For the 12 Months endad 12/31/82
Adjustment for reduced Rental Expensa
38 GA NC 5C ALA KY LA MISS TENN Total
SBTHQ Ganeral Allocater 0.2614 0.1723 0.0962 0.0644 Q.0847 0.0492 0.0995 0,0585 0.1133 1.0000
(From WP 44-1 page 2)

Adjustmeant lot (A) 426,422.87 281,889.33 | 156,93t.44 105,055.98 138,171.45 §0,260.16 162,314.75 95,431,208 | 184.826.74 1,631,304.00
~djustiment for (B) 17.175.81 11,354.17 632101 [ 423153 - 5,535;38 3,23278 6.537.85 3,843.86 T.444.60 65,707.00
Adjustmant lor (C) 256,854,36 169,765.08 94,527.12 53,280,11 £3,227.10 48,744.43 97,769.74 5748271 | 111,029.76 582,610.41

1,449,115.08 957,946.00 | 533,200.96 357,012.28 469,548.76 2712,748.51 551,595.07 32430464 | 628,097.70 5,543,669.00

Adjusiment for {0)

(A} Reduction in Rent Expense Irom $24.06 10 516.98

(B} Reduction in Rant Expensa lor third and fourth amendments

(C) Reduction in rental expensa adjusting 10 $12.40

(D) Totat Rental Expense for the year 1982
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1155 PEACHTREE ASSOCIATES
_ (CAMPANILE)
N
O
Favorablas
(Unfavarabla)
PR Astual Rudaet Yarisnce
office
Parking
Tenant Maintenance
Health Club
Total Revenues
Cosxating Expenses
Office Towar
Parking
Tenant Maintenance
Health Club
Partnership
Total Operating
Expenses
Debt Servics
Cash Flow befors
Interest Income
Interest Incoma
Cash Fliow from
Operations
PROPRIETARY INFORMATION
NOT FOR USE OR DISCLOSURE OUTSIDE
BELLSOUTH EXCEPT UNDER WRITTEN
AGREEMENL
FOIKE2M 810793
NI P A
A2
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} | | 28.6 =
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260
Audit
Date: 09/28/9?
- Item No. 2-158
4 Page 1 of 1
Request: Total payments tc Coopers and Lybrand from BST and each

Response!

)3
44

affiliate and same for Kilpatrick and Cody.

puring 1992, BSC-HQ/BSE paid Coo ers‘;nd Lybrand an
Kilpatrick and Cody é and
respactively. '

During 1992, BST paid Coopers and Lybrand and Kilpatri
and Cody dand S re:pactively,

This material constitutes proprietary confidential
business information and is being produced subject to a
"Notice of Intent to Request Confidential
Classification.®

Date Provided: October 13, 1993

.
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Request:

|2 sesponse:

10-53-93 N6:29FM FO2

-
N\

Southern Bell Tel. & Tel. Co.
FPSC Docket No. 520260
Audit
) Date: 08/28/93
- Item Wo. 2-156 '
Page 1 of 1

Provide total rent payments in 1992 from BSC to 1155 Pea
Associates and all additional rent payments. \*,7/’|€

during 1992.
om BSC-HQ to 1155

BSC-HQ paid 1155 Peachtree Assoclates
This included all rent and othar paynme
Paachtree Associates during this period.

This materiml constitutes proprietary confidential business

intformation and is being produced subject to a "Notice of
Intent to Request Confidential Classification.®

-~

Date Provided: oOctober 13, 1993
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BetiSouth Telophona Co. Lesy /a} 3
Docket 920280 ~ Aate Case
8 Headquarters Invoices from Affilistes
For the month ol 702 FILE = HOINVOIC
Comgany Voucher Sarviess Type ol Amournt Accgunt Respne. Special Project
L Number I_ Provided Bitling dP__d Code Coding Number
BS Tetecom. 07 Payroll Coniract T 892804 |M1.022°  [HAODOD
0715928037 Payroli Conlraet 1.041.202.48 [311.022°  [HAOOCO
0717020001 Payroll Contract 10,201,094.00 [211.028°  |HADOOT
0727928024 Payrall C 93,540.50 [311.022°  [HAOOGT
G731020087 ___ {Payroll Contract 097.007.43 [311.022° | HAODOD
0731 MSP&SEP Funding |Contenet 4221000 | 721311 [HADDOD
v O 1,597.90 | 721.321 |HADDDO
0702020000 SERP & Supp I [ 35,947.54 | 721.831 [HA0O00
e Frelics Pay 908,04 322.4 |HAGOOD
0707920035 Ga. Self Insured
Trast 220.00 | 112.621 jH13080 PrAD03
0710928003 'WH Tax-&tock Option 330012 312.32 [HACOOO
il for Key Mgre 0.578.02 312.32 In_nmo
0720928058 Sime Peyroll Tax $00.94 312.31 |HADOGD
0720928003 WSP Kisich 339082 72310 |Hmoo
ITILLE] Telaphone Gervice Tarill 80.37 7442 [M13120
0702028030 T Service Taihil .005.02 744.2 [HE2630
0714028071 Telephone Service Tanh 4.805.48 7442 [H13220
0714028008 Tetephons Service Taril 368,18 744.2 |H52020
07 14928031 Telephons Service Taril 1,937.89 74,2 |H83020
O710028015 Telephone Service Tarkil 47004 744.2 [H50010
6721928003 Telephone Service Tariil 1.254 68 Tad.2 [WEz0%0
0721028052 Tol Service Tanifl 115,51 744.2 |HE3030
0722978042 Telephone Service Tasifl 5,50 744.2 |H53020
0723028020 Teiep Service Tariht 56.00 7443 [HB2030
0723928014 Telsphone Gervice Tariti 8400 7442 [H131a0
0723028010 Telsphons Service Tarifl 8.3 744.3 |HEC10
0724928028 Telephons Bervice Twill 240290 744.2 [H53090
0724920027 Teisphone Service Torifl [T 744.2 [H53200
0727929008 Telephone Service Yarill 2.440.03 7442 |HE00
0728028010 Telephone Service Fouttl 2,774.83 744.3 |H52030
0728028102 Telsphons Gervice Tarllt 58.25 744.2 [HE3030 PHA00S
G7280z804% Telephons Service Taritf .72 7442 [H11420
0728928089 Telop Barvice Teif £25.35 744.3 |HO5000
.- Telephons Sarvice Tanill 3.334.43° 744.2 |H59000
0 © Teiephone Service Tarlll 337041 744.2 [W13100
L Telsphone Service Tanll 1.500.18 Ta4.2 [HO4000
o g Telephane Service Tarill 1,608.58 T44.2 Imsnoo
.. Telephona Service Tarill 4.008.24 T44.2 [H13230
0 o Telephone Gervice Tarilf 2.030.01 744.3 |HETO00
L Teiaphone Service Tanl 190433 T44.2 |HEOHO0
.. Tetephone Servics Tartfl 484318 7a4.2 [H53000
L Tatephone Service Tasilf 1,718,432 744.2 |H22100
D @ Tetephone Service Tarit 2.606.13 744.2 [Hi1000
.. Telophone Service Tarifl 133488 7442 [H11300
L Tetaphone Service Taril 0.033.48 744.2 |H81100
. - Telaphone Service Tanitt 0,002.43 T4d.2 [H13220
L  Tolophone Service Tarifl 115548, _744.2 [H92000
. . Tetephone Bervice Tart w13 744.2 [HA3010
. - Tolephone Servior Tarin 752873 7442 |H13000
.. Telephone Serviow Tarit 230500 7442 [H19400
o o [Telephone Service ] (1481 7442 |H13320 |Prooss
- . Telephorie Service Tarit 1,115.86 F44.2 [H11200
.. Telephone Service Tarifl 77 744.2 [Hi3z20 PEEI0T
.. Telephone Bervice Tanft 1,738.01 7402 [H13220 e
. - Tolephone Servicw Taritl 804,51 7442 [H13220 Preote
.. Telophone Service TarHl 58219 7443 [H13226 PE2017
0 © Tetwphone Service Tl P TIRT] 744.2 [H13320 |PeaseT
TOTAL INVOICE T e1.00082
0731028011 Telephone Serv [racnt T 11308 7442 [A11310 T
6731928080 Tateph. Concessions I 1155102 744.2 |HADOOD |
TOTAL PER GENERAL LEDGER (Totl of sbove kems) 12,708,085.00
TOTAL NOT PROVIDED 0.00 >‘/B'1
PER CENT NOT PROVIDED - 9,00
* Aceount shown is Payable Account. Payroll ocets are d d to the rep ponsibifity codes
via & special program. No sudit work was done on the payroll distribution program,
' & e wp 2P0 /
LSHQ Aocoavt” Lseryptronl
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Bel!South Telophone Co.
Dockel 920280 - Rate Case Jer 2 %w
BeliSouth Hoadquariers involcas from Affiliates
For the month of 792 FILE = HQINVOIC
Comp fouche Sarvices Type of Amount ourit Raspna, Speciat Projact
,r Numbar Provided Billlng J @ Cods | caging Number
B8 Info. Systams 0708920018 Tax Reports L E 12,02 |- 743,42 [H1s210
0708028013 |Programming for V85400 [ 4374312 [H50000
Human A @ 1
0713928001 Sharehotders &30 \\1 TaFET |Hoab30
Annual Mesting — 33\ ,
0728029024 818 Mainframe C JiA) 20301 ] 7 743.12 [Heeon0  [BDS228
o O Accident Prev, Fin Contract Jig/%370s 743,12 [H50080  |SDsz26
0720028002  [BIS Offlcw [ ¥ '15,100.00 F43.11 [F92000
.. Systems Supp E 14,800.00 74311 [H94000
1 Contract 4.500.00 F43.11 [Hu8000
b Contract 41,050.00 74311 [H81170
L Contracl 15,020.00 74311 [H41000
P Contract 72,640.00 743,11 |H22100
111 [ 501,67 74311 [Hi5100
[ I [ 2,041,067 74311 [H18170
[ I [ 8.175.00 T43.11 [H15120
[ I [Contract 2,058.33 74311 [H1B130
[ | Contract | I IE 743,11 [Hi8140
11 Contract 800.50 743.11 [H15200
111 Comract 2.302.78 743,11 [H15210
[ I I 5,004.17 74311 |[H18220 (500113
11 2 3,003.00 743,11 [H1B230  |6D018
oyt Contract 3,903.35 743.11 [His240 (500113
[ Comrect 3.803.00 14311 [H18250 {500113
Voot [Contragt ©.200.00 743,11 |Hi1B30 _ j500113
ot Contract 2.450.00 T43.91 |[H23000  [800113
oL Contract ] 729300 74341 [HN1430 (500113
- [ Contract F 20108 743.11 [H13220  [5DO113
GTzvean00z Detall ok provid 22000441 2
TOTAL INVGIGE 367 avi.00 | P48’
0720028001 BIB Apphcation Contract 7 248700 743.03 [H13100_ |SDo11s
v . Development Contract 544.00 743.03 13283 {500113
[ Contracl 194850 74313 [H13270__ |SDon13
11 Contract v _1.106.00 74313 [H30080  |8D0113
11 Coniract /. 5,444.00 Py M 742,13 [He4000  |SDon13
11 Coniraci /100300 [Fyg7asis [Hetivo  |5D0113
' Contragt 3.480.00 [Fil 74313 [Hai000  [s00113
11 Contract 7.408.01 [[sf 74313 [Hid120  |sD0113
I {Contract ] 20827 [y ST 3 [Mis1e0 |BD0113
[ ] Contract 8312 | J 74313 |H15210 (500113
11 Contract S 248100 [fg] 74393 H11430  |sDor13 °
[ [ 20417 ] ' 74341 [H13220  [SDOII1_ |PEeadl
11 [ 23.33 74311 |H13220  |600111  {PS7ess
| Contract Y 857 T43.11 [Hi3220__[8D01t1 _ [Pse3or
10 Gonract I 11.87 74301 [H13220  |600111 |PSoane
| I Gontract JA 53 743.11 [Hi3220  [80D0TH1 PE27IM
TOTAL INVOICE 28,701.17
6731924038 BIB Procetsing Contrack J i8.702.14 743,32 [H13170 _ [s01341
S [ Contract § 238043 743.12 [H13170__ (501042
11 [ 1 331 743.12 [H13176 501343
I C 1 361,02 /- 743.12 [H13170  |SD1343 CX0020
[ 2 i 1988 5 745,12 [H13170__ 801343 [cX0003
1 1 Contract 1- 11.61 } il 74312 [H13170 _3_98 CX5019
TOTAL INVOICE MY I AL
|o727e28070 |Oeta not Provided 15,800.00
TOTAL PER GENERAL LEDGER (Tolal of above Reme) £31,798.34 i
[ TOTAL PROVIDED 2731102 A\W\\\
TOTAL NOT PROVIDED 244,484.47
PER CENT NOT PROVIOED T 45.07%
‘ o
@ S€€ wr 182 for &7 R O 7ol = 606 HTE
Aecows \mgn\\\aK\u o WM\\ &“.W /
{4
Pl 75¢. 78 %\v /
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BeliSoulh Telephone Co.
Docket 820280 - Rats Case _,Cdo‘f % ?3
BeliSoulh Headqg| # Invoices from Affitiates
For the month of 7192 FILE = HOINVOIC
Company Vouch Barvices Typa of Amount Accourd Respns. Spechal Praject
Number Provided Biliing Code Coding Numbar
BE Adv. Natworke 0716928042 Deiall not Provided 373.573.00
oT16028043 Detait not Provided 7,292.00
oT1e9zR0M4 Detall not Provided HT,000.00
0716028045 Datall nol Provided 1,494,734.00
0718028048 Detall not Provided 37878800 S
TOTAL PER GENERAL LEOGER {Votal of above Rem#) 2,812,054.00 ,{ g?
TOTAL NOT FROVIGED 2.812,084.00
PER GENT NOT PROVIDED 100.00%
BS Enterprises 0701920057 Datall not Provided F 4,745,000.00
0701020088 Cetall not Provided #9,009,000.00
0701928001 Dnel not Provided 5.484,225.00
0701920002 Oetali not Provided 15.700,000,00
0708520002 DeieHl nol Provided 12.521,840.90
6707920002 Datell nol Provided 23.429.261.00
0708028010 Detall nol Provided 1.343.,000.00
0710028047 Detall vk Provided 10,200.000.00
0710078048 Detall nol Provided 1.200,000.00
0713028067 Detall nol Prowded 11,000.000.00 W
0715923038 Datall net Provided 3.682,000.00 oM ? Lo
0718020047 Detail not Provided 2,081.150.00 (E" e £!
0710920048 |DetsM nol Provided 918,000.00 N2
0720628004 |Oetall nof Frovided 2.574.000.00 Y LS 7
0721928001 Cetall not Provided 15,678,000.00 ,jdfgn 4 !ﬁ
3721928020 | Gwtali ot Provided +2.000.000.00 AL
0722028044 Food Calering Exp 43343 90 [H13170 ] I
0723926087 Detall nit Provided 787,000.00
[o7zavzsoni Owtall not Provided 14200000 |  (» 0 ?’ .
[0730928530 | D#lall not Provided  3a2,00000 A\
|073082¢010_ [iieth & Proa supp < L 2070481 7643 [HiziTe | I
TOTAL PER GENERAL LEDGER (Folal of above kems) 130,474,070.43
TOTAL PROVIOED o 20,008.04 7 v
TOTAL NOT PROVIDED 1394543725 | ﬂ'
PER CENT NOT PROVIDED 0.
h SEC w/vED 7
BIHR Aperant-
L0 tPrrod
L
! 1
‘ [
¢ .
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BeliSouth Telephone Co. /
Dockel 920280 - Rale Oln
Hell S, Hi tere Invol from Atiillates
For the month ol e FILE = HOINVOIC
Company Voucher Services Type of Amount Ageourt Retpns. Special Project
Bising Code Coding Number
BSDC F 400000
143,000.00
30,000.00
20.000.00
39,000.00
113,342.34
$4,030.45
] #1,000.00
T 248838
39,000,00
0718028040 Datall not Provided 35,000.00
|onmww Detall not Provided 233,000.00
0721928077 Dwtall not Provided 30.000.00
Detall ot Prowvi 30,000.00
Dwtall not Provi $16,050.00
Detak not Provk 100,384.45
Dwall not Provided 47.347.30 |
0720920022 Detat not Provided 04,53).18
0728920023 Detall not Provided N 21.00
0729028071 Detall not ided 30,000.00
0720620040 Dutall not Provided 1,370.77
0731920065 Detal not Aded [+ 102.000.00
TOTAL PER GENERAL LEDGER {Total of above Hema) 1,410,456.24
TOTAL PROVIDED 0.00
TOTAL NOT PROVIDED 1310, 456 24 | (A)
PER CENT NOT PROVIDED

A NolmuieniofBollsmnhbcmpfuddomhclmﬂluon!hcwlllbmsﬂupb
review BS invoices, $72-0. Tha Company later agreed 1o let the auditor view & sample that
‘witd laken dusing the week of 8/16/20. This sample was taken wmmm
the BSHO genaral ledger. Thase were ratmburesments mads ko DO employess.

fs [ st
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BelSouth Telephons Co. ’S / 'l"' p / /
Dockot 920280 - Rale Case Jeiy /9/{ id
BeltScuih Headg (] ! from AMlilisiay
For the month of 782 FILE = BSDCINV
Company Voucher Duscription Typs of Amourd Respns. Project
Number Biling Code Number
BSOC 0702927003 {BS Media Dinner - Chicago Expense Sal 70288 Z 7322 |650100
and National. Assoe. Expense Stat a2 733
1 oti Expense Btat J 118847 731
Betievue, WA, Expense Stal Y s00 [
Voucher Total 1,750.28
0700029002 Office suppiles, ]Ilwdn! ‘- 1,410.47 741.12 1810420
paper, pens, sic. [Invoice T voe T41.12 |SEOS00
Voucher Tolal 1.427.53 :
0710028008 [Otficer's Conlerence 1992 [y 43738 73421 [520100
LI Involcelprorsl 42735 734.21 |S20110
LI Involcelprorat 42738 73421 [630200
. involcelproral 427.35 734.21 {530300
o o |invelcsiprorat 427.35 W!Woo
- - [Wwolcelprorat] 42738 | 734.21 |530500
- . C D | 42738 734,21 [530800
LI iCeip 427,35 734.21 [830700
o o Ivolceip 427.38 734.21 [530200
- - D 1,700.38 734.21 [550100
LI . [Involce/peorat 1,047.02 734,31 [SEOB00
LI C ip 1,847.01 734.21 |BEOS0
. . involoe/prors] 427.38 734.21 [810100
0 o Involceh (] 734.21 |510200
5 o ivoicelp 154.00 734.21 |8510300
. - volosn: 548.74 T34.31 |510400
o o Involcelp F_854.80 734.21 | 810800
Voucher Totsl 12.429.70
0723027001 HACO Annust lioeling [Expense Sial A 732.1 | £30400
Minneapolls MN Expense Ral 50812 733 | 530400
. . Exponse Bl (X0 731 [830400
- . Expenve Siat 380.00 734,22 |£30400
. - [Expense Bimt 209 732.2 [830400
. . [Expenee Siat 1778 19¢ [S30a00
. Voucher Towsd T 202
[o7z3020008 Video Catseliss Tinvoice - 38878 741.12 [850100
|onrmms gre 1 Qrtty. report } 1,293.20 730.2 |B10420
0727920001 Courler Sarvice lor nvoioe —|__128.00 741.3 [820106
FCC Nings wolce {18000 Ta1.3 [B20110
L Involce Y 271500 741.3 |530200
LI Involce y 741.3 |530300
Voucher Tola! 575.00
0731920002 Deposit-rooms Dem Nat. Conv JExpense Gtat 7 2.00.00 |
Medin Dinner-SuperComm 92 |invoice 1184500
Voucher Total 4,846.00
0729020007 White House Bulletin Tivoice 3 Habo.80 1
Discount-Early ranewsl {involes yd Te.sn| |
Voucher Total 1,330.00
0724929001 Taxt Expenye Stat 7 600
TaxiTols Expente st 10.00
Tod Expense Bst 5.00
Lunch-Federal Fegister [Expense st a7
Food of Twvolce 449
[Food for Corp. Apariment Jinveics 16.00
Oifide Bupp paper involes 483 |
[Feterencs Book Tvokoe 10.55
[Misc. Offcs Bupp Irveolce 57.18
Miso. Oiice Im 2177 X
Misa. Offics Buppiies [irrvoice [ 741.12 |830100
Wisc. Ofice Supp Am| raz Imm
UPE Charges Jivvolpe 20,90 T41.12 |530600
Lunch—Federsl Expanes Stk 10.50
[Ratreshimenia — ikesting Expenios Siat 5807
Tad Expense S 850
Food for Corp. Apariment pnvoice 81.%
[Coples—Al Cartier Service evvolos 2.5
[Paper Sup Corp. spail. Involce 10.7% Fa1.11 |SEOB0O
[Caples-UBTeiCom report Involos 20.00 741.12 [SEOS00
, Felreshments- Mesting |5 pense Bt 1634 399 |S30200
Rairashments- Mesting Expense sl AT e [SEOS0
[ "Vouches Total _ N 4t8. A%
0720929005 Tax Costion—Akumnl Dues TExpense oiat 3 30.00 7a7.32 [910200
|Name Badges—Dem Nat Conv finvolos § asaa 741.12 [B816400
[Hard Drive lor PG [inwolbe [ V45,4 |ll0420 PCOOD1
Pepals Dishwasher OC oifcs ivolos \ s 7422 |810420
Lodging-Telcom Research conl, Involos | oo 732.1 | 810200
|Pwg. Fee—Tetloom Ressarch Gond. Involoe ] satm 734.21 |810200
Checka lor ol [P ] TA11t (G041
Voucher Total Y7
Total of Vouchers Sampied FITATE I

osseryp

7]
@) S Wl fE-1
A M 45H8 Aff;g;w
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BeltSouth Telephone Ca.

Dockat 920260 - Rate Caze

BellSouth Hesdquarters Invoices from Afiliates
For the month of 7/92

DY,

R 193/

St ’%/r;
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L e TN

Company i Amount
BS INFORMATION SYSTEMS ]
TOTAL PER GENERAL LEDGER -1 H&531,796.34 |
TOTAL PROVIDED 28731192
TOTAL NOT PROVIDED 244,484.42
PER CENT NOT PROVIDED - 45.97%
|BS TELECOMMUNICATIONS A
TOTAL PER OENERAL LEDGER °Py] 12,705,065.00
' TOTAL PROVIDED 7 12,705,065.00
TOTAL NOT PROVIDED g—! 0.00
PER CENT NOT PROVIDED 2 0.00%;
BS ADVANCED NETWORKS o,
 TOTAL PER GENERAL LEDGER - 111 >2,612,054.00
TOTAL PROVIDED i 0.00
TOTAL NOT PROVIDED J§-1A32,612,054.00
PER CENT NOT PROVIDED 7 100.00%!
BS ENTERPISES 7y
TOTAL PER GENERAL LEDGER -TH139,474,970.43
TOTAL PROVIDED ] 20,698.04
TOTAL NOT PROVIDED ] 139,454,272.39
PER CENT NOT PROVIDED - V 99.99 %!
BSDC i
TOTAL PER GENERAL LEDGER g 1,810,456.24
TOTAL PROVIDED = 28,517.31
TOTAL NOT PROVIDED 1,781,938.93 4 .
PER CENT NOT PROVIDED ss.a2nE
TOTAL
TOTAL PER GENERAL LEDGER 157,134,342.01 |7~
TOTAL PROVIDED 13,041,592.27 | 2
TOTAL NOT PROVIDED 144,092,749.74 | . 7
PER CENT NOT PROVIDED 91.705@9 " pi 3._




