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Thare are three areas which we concentrated on for BSE.

1. The amounts BSE bill each sub or affillate. Do thay foliow CAM?
# not fellowing CAM? What are they doing? Are they at
-lass than FDC. Document. WP Sections 51-6 and 51-7.

2. Thaamounts that potentlally chain through to BST,
- wp Section 51-8.

3. What Is the character of the amounts billed to BSE subs and affillates.
Are the expenses reasonable for rate making?
wp Section 51-9.

The rest of the workpapers in this saction are for information purposes and
In many instances support the conclusions in sach of these three areas.
Thesa are referenced where support is necessary.

Woe are not auditing the BSE subs to determina if they are billing
according to the CAM to BST.

4n other soctions of this audit, we selaected BSE sub Sunlink to audit to
determing if they were biliing BST according to the CAM.

Other companias that bill BST that we selected to audit, but are not subs

of BSE are Data Serv Inc., and Affiliates which is a sub of BeliSouth
Businass Systems, which is a sub of BST; Bellcore which is a sub of BST,
BellSouth Communications, Inc., which is a sub of BellSouth Businass
Systams, which Is a sub of BST, We have also decided to audit the amounts
that are affocatsd to BST from the parent corporation, BEIISouth

Corporation.

This saction includes the following:

51-1 Description of BSE, What does BSE do?
Dascription of Chaining.

£1-2 Comparigson of BSE subsidiaries from CAM andg from
Organizational Chart for 12/31/92,

Determine the number of BSE subs.
51-3 L Contracts -- BSE with BST
a. Bellsouth Enterprises, inc and BST, Inc. covering

Consulting, Markating and Support Services . BST says this
agreement covers BSE subs with BST Per answer 10 2-023.

s pt §8




b. BeliSouth Enterprises, Inc., as agent for BallSouth
Mobility, Inc. and American Cellular Communications Corp, and
BST, Inc. covering Consulting, Marketing and Support

Services.
i Contracts -~ BSE with thelr own subs
5t-4 internal Audits |
51-5 Notes from C&L Workpapers 1992 CAM Audit
§1-6 Amounts BSE is billing each of their subs and other

atfiiatas AND DOCUMENTATION FOR BILLING FOR 1992 .for
1992. BSE is billing subs a management fee and not
following CAM. They say It is below FDC. Stalf has to prove

that. See 51-7
- 8%-7 Analysis of Determination of less than FDC,
51-8 Determination of Potential Chaining
51-9 Make up of BSE charges that are In turn a management fee.
51-10 Documentation of JCO Requirements
51-11 BSE Income Statement Reconciliation
51-12 BSE combination with BSC

DISCLOSURES, CONCLUSIONS AND RECOMMENDATIdNS FOLLOW THIS PAGE.
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BSE AUDIT DISCLOSURE 1

SUBJECT: BELLSOQUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

STATEMENT OF FACTS:
GENERAL

According to BSE Acounting Directive 005, Section 5.01 chaining Is defined as
follows: “When a carrler obtains an asset or service from a nonregulated
afflliate that has obtained the asset or service Irom another nonregulated
affllaite.”

Section 5.02 says that BSE requlres all intercompany transactions comply with
the Joint Cost Order because costs that are included In a chaining
transactions that are sevaral layars removed from the ultimate destination can
be diificult to identify.

BSE Account Directive 008, Secticn 1.01 presents the rules for pricing goods
and services transfered between regulated carriers and thelr nonregulated
affiliates. *if no prevailing market rata exists, the price charged to the
fgulated atfiliate must be based on the JCO tully distributed costing
standards (FDC).*

?.» - gt .,
BSE does nol blll BST directly. BSE bills thelr nonregulated subs and in
turn, according to the Cost Allocation Manual at 12/31/92, the nonregulated
subs bill BST. at fully distributed cost, market or tariff, ete. whichever

applles.

. BSE bills their subsidlaries a management fee. Thisfeels . of the

subsldiaries operating expenses (operating expenses less cost of goods sold,

depreclation and management fee). The total management fee billed 10

subsidlarles for 1982 was\M e

In order to determing If the management fea Is less than FDC, BSE calculated

wiiat FDC woukd have been if it had been used. BSE calculated that FDC was
for 1992,

As explained by the company, FDC Is calculated as follows: BSE costs that
are not project coded or retalnad are complied by Responsibility Code (RC).
These costs are then allocated to all subsidiaries based on subsidiary
operaling expenses, aslary costs, marketing costs or equity and debt.

For example, the total costs at BSE assocaited with Human Resources that are
Aot project coded or retained are compiled under RC costs U12100 to U12500.
Tha total of thesa cosis are allocated to all BSE subs based on the

subsidiavies salary expenses. ; thinon (Crwoues 5_1;?1

“Total Marksting costs at BSE that ara not project coded of retained are
compiled under RCUGTECD to RC 61340, The total of thesa costs are allocated
to all BSEsubs based on the subsidiaries marketing costs.

The same concepts are used for all RC's that are not projact coded or
ratalngd.
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BSE AUDIT DISCLOSURE 1

SURJECT: BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

PSL staff addressed six areas of BSE bllling to Nonregulated Subsidiaried.
They are as follows: Companies billed the Management fee vs. companies used
to calculate FOC, BSE Income Statement Raconciilation, Management Fee, FDC
Calculation, Companies billed a Project Fee, Types of Expenses at BSE
Headquarters.

Each will be described separately with an opinion from the PSC staff. -
Flanly, a conclusion and recommendation on all areas will be found at the
end of this concluslon,

1. COMPANIES BILLED THE MANAGENINT FEE VS. COMPANIES USED TO CALCULATE FDC.

BSE subsidlaries billed a management fee ware: Mobile Data, BellSouth
Advanced Networks (BSAN), BaliSouth Information Network (BIN), Sunlink,
BeliSouth Information Systems, Inc. (BIS), BellSouth Advertising & Publishing
Corp. (BAPCO), LM Berry, Stevens Graphics, Techsouth, Ballsouth Cellular,
BaliSouth Moblle Data, Inc. (BMI), Moblle Communications Corporations of
Amarica and alfiltates (MCCA), international Operations Group, and BefiSouth
Financial Services Corp (FINS). .

in cattuiating the FDC, the above companies were included along with those
that wara not billed a managemant {ee in 1392. These companies were:
Marketing Program, Executive Services, Data Service Financial Services, Inc.
{OFINS), Corporate Health Network (CHN), Sclentlfic Software, Inc. (SSI),
interlligent Massaging Saervices Inc. (InteliMssg), Dataserv International,
Inteltigant Media, Warldwide Wirelass Trials (AWW), Retalned Costs at BSE and
Miscellaneous costs at BSE.

Tha Company states that BSE does not bill management fees to companies
#...which fall within tha lollowing ganeral categorias: (1) corporate
developmant antities, (2) recent acquisitions, (3) international Joint

venture Invastments/internationally wholly owned subs...”

OPINION:

BSE did not use the same companies to calculate the FDC as they billed
a Management Fea. They are not using the same basis for comparison
of whather billing FDC or less.

B. BSEINCOME STATEMENT RECONCILIATION

Part of BSE's billing to their subs includes Projects that are specifically
codad 1 the subs for which the work was being performed. This is In additlon
1o the Management {ee. BSE also retaing certaln costs at headquarters that
are not billed as Project costs or considered part of the FDC calcualtion.
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BSE AUDIT DISCLOSURE 1

SUBSECT: BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES ’

In ordar to determine that all costs are used in the FDC calculation, BSE

. prepared an income statement reconciliation. All costs at BSE are reconciled

here to the Trial Balance. These costs ara Project Codad Costs, Total
Expensas Allocated for FDC, and Costs Retained. BSE has objected to us
having access to their financial records to verify thesa costs.

DPINION:

Because we did not have access to BSE financlal records, we could not
determine whethar the Income Statement Reconcillation to the Trial Balance
was correct.

Hi. MANAGEMENT FEE

In order to substantiate the managaement fee billed to each subsidiary, PSC
staff requested financlal statements for all BSE subsidiaries whether billed
a management fea or not for December, 1992. The Company obiacted to
providing the financial statements for all BSE subsidiaries.

OPINION: - ' -

I we cannot substantiate the basis for the management fea billed to aach
subsidiary through tha income statements, we do not know whether the amounts
that are svantually billed (chalned through Jto BST from the nonregulated
subsidiaries are reasonable. All subsidiaries would have to be billed on the
same basis.

IV. FDC CALCULATION

As axplained by BSE, BSE costs that are not project coded or retalned are
compiied by Responsibility Code (RC). These costs are then allocated to all
subsidiaries as listed above basad on allocation factors.

The primary allocation factors for calculating FDC cost are subsidlary
operating expenses, salary costs, marketing costs, and equity and debt.

PSC staff requested documentation for the allocation factors. We were able

to see 3t company premises, without writing down numbers, tha Income
Stateree tor BSE. Stall traced the operation expenseés used in the FDC
calculadion for BIS, BSAN, Sunlink and Data Serv International to the Income .
Statemamts. Marketing Expenses for BIS and Stevens Graphics ware tled to “BSE
Maketing Costs for year end 12/31/92". Agaln we wara able to 66 this
schedule at company premises, without writing down numbers. The subsidiary
salary expansa was traced for BIS and Graphics to *BSE Salary Costs for Year
and 12/31/82.". We were abla to see this schedule on company site, without
writing dewn numbers.

St
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BSE AUDIT DISCLOSURE 1

SUBJECT: BELLSCUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

OPINION:

The atiocation procadures to determine FDC might seem reasonable, but if we
cannot audit the subsidiary amounts underlying the allocations, we cannot
draw a conciusion on the caiculation of the FDC.

V. COMPANIES BILLED A PROJECT FEE

BSE provided us with two formal contracts. One is for BSE, [nc. as agent for
BeliSouth Mobllity, inc. and Amarican Callular Communications Corp with
BST. The sacond contract was for BSE, Inc. with BST.

Wa also requested agreemants that BSE has with its nonregulatad subldlaries.
‘We wero supplied with agreaments In the form of Project Descriptions, Project
Budgels and Approval Forms, for only thosa BSE subsidiaries that bill BST at
fully distributed cost (FDC). The company objected to providing agreaments
with BSE subsidiaries that did not bitf BST at FDC. .

Staff reviewed the Project Descriptions and Project Budgets and Approval
forms, for the projects supplied to us. Many of the projects wera allocated
100% to the particular subsidiarles that chain inte BST, however, seven out
of 31 projects reviewed, allocated parts to different subsidiaries. The

- parts¥hat are allocated to subsidiarlas that don’t chain into regulation

warewnot inciuded. A list of thase seven Projects follows this disclosure.
OPINION:

In order to obtain a complete pictura of the amounts that are chained Into
the regulated entities from BSE nonregulated subsidiaries, in our opinion it
is necassary to know how the determintion of billing to each of BSE's subs is
arrived at. If the agreements we raceive that are with the BSE subs that

biil BST at FDC ara equitable; we stiil do not know If BSE subs that do not
bill BST are handiing their falr share of projects whare the project is
allocated between subs chaining into BST and subs not chaining Int¢ BST,

By withholding these agreements and how the amounts to these other subs are
arrived at, the staff cannot draw a conclusion that the amount that Is

chalned into reguiation is reasonable.

V1. TYPES OF EXPENSES AT BSE HEADQUARTERS.

BE ohjected to our requaests for Financial statements, Cumulative General
Ledger, Cumuiative Transaction Ledger, and Chart of Accounts as of 12/31/92;
angd a printout of all disbursements over $50,000 during 1992,

Whthout these financial records, we did not have information that would
faciitate the selection of a sample of expenses items.

St



BSE AUDIT DISCLOSURE 1

SUBJECT: BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

PSC staft reviewed an Internal Audit of 19§32 Officer Expensa Review ~- BSE
All Departmenis.” The audit.

ot Gy W

OPINION:

Because we could not have access to BSE's books, we could not select a sample
1o determine the types of exepnses, whether they are reasonable for
ratemaking, whether reasonabie to includa In the FDC calculation, and what
types of axpenses are theoratically in the management fee. '

CONCLUBION

BSE is not using the s5ame number of companles In comparing FDC with the
Management Fee. We cannot audit the amounts that make up tha income
reconcillation, we cannot substantlate the amounts that are used to

calculate the management fee, we cannot audit the amounts that make up the
FDC calculation that is usad to determine whether BSE (s billing at FDC or
less, and we cannot audit the expenses on the books of BSE, and we cannot
determinae jn some of the projects how the project billing s established. PRGN T T R

Bacause of this we cannct determine whaether the FDC cakulation Is reasonable
for ratemaking and whethar the managemaent {ea Is billad to all subs -
aquitably, and therefore, whether the comparison of FOC to management fee Is
reasonable. We also cannot draw a conclusion that the amount of project
bifling chalned Into ragulation is reasonable. ' '

RECOMMENDATION:

Disatiow the amount of management fee and project billing amounts that are
chalned through to BST bacause of billings from BSE subsidiaries. BSE Audlt

- Disclosure 2 addresses the amounts of potential chaining to BST.

S p7




.. BSE AUDIT DISCLOSURE 1

SUBJECT: BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

SCHEDULE TO BSE AUDIT DISCLOSURE 1
SUBJECT: BSE AGREEMENTS WITH SUBSIDIARIES -- SCOPE LIMITATION

Project Department/Subsidiary Billed
number

ES6030 Accounting Methods and Procedures--Sunlink, BSFin Svs, BSAN, BIS
ES6100 Human Resourcas -- BSAN, 8IS, BAPCO, Berry Co., Stevens Graphics
ES8198 Human Resources--Stavens Graphics, BSAN

ES8199  Human Resources--BaPCO, Sunlink, BIS

ES8200 Human Resources -- BIS, Stevens Graphics, BAPCO, BSAN

£858201 Human Resources -- Sunlink

ES8212 Human Resources -~ Stivens Graphics, BIS, Suntink, BAPCO, BSAN

This le 7 projects out of 31 that wa do not have full amounts of allocation;
that is 23%. -

S P %
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CoMPaNY:
TITLE:

TEST PERIOD:
DATE:
AUDITER:

¥,

In order to

BST /)D
SUMMARY OF COHTRACTS \N\
TYE 12/31/97 \Q '
JULY 26, 1993 \

RKY \

51-1

evaluate the amcunts billed by 83E to its nonregulated

subsidiaries, staff requested all formal contracts between affiliate
conpanies in 2-023.

BST provided us with two foreal contracts. The first BSE,Inc. as agent
for BellSouth Mobility, Inc. and American Cellular Comsunications Corp

with BT,

The secand cantract was BSE, Inc. with BST. Staff susmaries

of these contracts are on wp 51-1/1 and the contracts are on 51-3/_ and

S1-3/y.p -

flso balow is a3 brief suseary of the contracts.

These contracts are with BST and not B8E and its subs, therefore, we
further requested agreements that BSE has with its nonregulted subs to
deternine the types of charges ta all nonregulated subs and if the
deteraination of billing to all nonregulated subs was in an equitable

agnaer,

In snswer to nur request, the Cospany stated that they would sui:ply in

Atlanta (2-097(5) sgreements with the BSE subs that bill BST at FDC. The
Tospeny objected to providing agreesents with BSE subs other than those
that bill BET at FOC, This is pending under the Suprese Caurt decision.

The agreesents are in the fara of Project Description and Prajact Budget

~ and Approval

Staff reviewed the Project Descri[}lns and Project Budget and Approval
forms, for tha projects supplied to us. Hany of the projects wers

allocated 00T to the subsidiaries that chain inta BST, however, there
are a number that are allocated between entities and the amounts that

forns.

are allocated to affilaites that don't chain into BST are not included in

the information provided. ,00? o Ao N

In order to

obtain a coaplete picture of the amounts that are chained

iato the regulated entities from BSE nomregulated subsidiaries, in our
opinicn it is necessary to know how the raintigiof billing £o sach
of 85E's suhs {5 arrived at. If the agreements we receive that are with

the BSE subs that bill BST at FOC, sre equitable; we still do not know if

BSE subs that do not bill BST are handling their fair share of 8SE

custs. By

withholding these agreesents and how the asounts to these

vther subs are arrived at, the staff cannot draw a conclusion that the

angunt that

10

is chained inta regulation is reasonable.
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CONPANY S o

TITLE: SUNRARY OF CONTRACTS
TEST PERIOD: TE 12/31/92

DATE: JLY 26, 1993
AUDITOR: RKY

UP ND. 51-3

PSC STAFF PROCEDURES:

Staff reviwed the Project Descritions given to us and prepared s
descriitpn of each project with the ‘nulher, type, who bille;l. budget
amount, and approwal signature,

Staff requested invoices from BSE to all subs for the months of July and
Oct 82 in 2-097 {1). The Coapany provided for review only those invoices
for porject biling and managesent fee for those BSE subs who bill BST at
Fot.,

act
The bills for July and Hav were agreed to the Project Osscriptions
supplied to us in 2-037 (3). While doing this we found certain projects
that we had invoices for which we did not receive desciriptions, etc, ¥a
requested thesa and received thes. The project descriptions agreed with
the invoicas.

Uhen cosparing sowe of the project descriptions with the answer to
2-091106 which asked for inforsation regarding the variocus
responsibilities ynder the various responsibility codes which were used
to calculate the TOC, staff noticed certain similarities in the Treasury,
AUP and Comptraliers, and Husan Resaurces Projects ta the FOC allocation
cades. We ssked the company to axplain how the work done for the asounts
used for the FOC calculation and the work done for the amounts in the
Pingcts wera different. SeeReqmesb-Niv—No-ansusryst. $)= 2

#lso reference to S1-1l. o

The reasons for this comparison uas because the asounts that are used to
calculate the FOC do not include Project Costs. Project costs are billed
separately, not under the managessnt fee. So if the Project work done and
the FOC work done are the same, the subs are heing billed for the sase

thing twice under the FOC calculation. .
Compon peplin .
Lytl/ Bm' i 0'?"' / 7-5’ -
Jeo 5-3
-1
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COMPRNY. BaT

TITLE: SUMMARY OF CONTRACTS
TEST PERIS: TIE 12731792

DATE; JULY 26, 1933
RUDITOR: RKY

WP §0. 5I-3

BRIEF SUMMARY OF CONTRACTS.

Both contracts enuserated the types of services to be provided by either
parties. The contracts set forth in Section [II, 3.0! DETERNINATION OF
CHARGES, THAY ALl costs sssociated with the services provided to the
Parties shlll be in complinace with the rules set forth by any applicable
state regulatory suthority or the Federal Communicatins Commission in In
The Matter of BellSouthcorporation's Permanent Cost allocation Manual for
the Separation of Regulated and Nonregulated Costs, adopted Decesber 28,
1987, released January 14, 1908, and as may be subsequently amanded.”

12




COMPAKY: BST

TITLE: SUMMARY OF CONTRACTS
ST PERIDD: TYE 12/01/82

DATE: JULY 26, 1992
AUDTTOR: RKY

WP WD, 51-3

BRIEF SUMARY 0F CONTRAQ(S.

Both contracts soumerated thd\fypas of services to be provided by either
parties, The contracts set forth in Section ITI, 5.01 DETERMINATION OF
CHARGES, THAT All costs associabed With the services provided to the
Partias shlll be in complinace with thdrules set Forth by any applicable
state regulatory autharity or the Federal™(osmunicatins Commission in In
The Matter of BellSouthcorparation's Permaneht Cost allocation Mamual for
the Separation of Regulated and Nonregulated s, adopted Decesber 28,
1987, released January 14, 1988, and as may be subdeguently asended.*

Project  Departaent
nusher

ESB030 Accounting Methods and Procedures—-Sunlink, BSFin Svs, BSAN, BIS
ESBI00 Human Resources —- BSAN, BIS, BAPCD, Berry Co.r, Steve_ns Graphi_cs
ES81%9  -#Husaw Resources--Stevens Graphics, BSAN

£58199 Hhman Resources--BaPCO, Sumlink, BIS

ES8200 Human Resources -- 8IS, Stevens Graphics, BAPCO, BSAN

€58201  Husan Resources -- Sunlink

£se2i2 Human Resaurces -- Stavens Graphics, BIS, Sunlink, BAPCO, BGAN

This is 7 projects out of 3! that we do not have full ssounts of allocation;
that is 23t. .

13
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AUDIT DISCLOSURE

SUBJECT: BellSouth Enterprises (BSE) Agreements with Subsidiaries
SCOPE LIMITATION

STATEMENT OF FACTS:

BSE provided us with two formal contracts. One is for BSE, Inc. as agent for
BellSouth Mobility, Inc. and American Cellular Communications Corp with
BST. The second contract was for BSE, Inc. with BST.

We also requested agreements that BSE has with its nonregulated subidiaries.
We were supplied with agreements in the form of Project Descriptions, Project
Budgets and Approval Forms, for only those BSE subsidiaries that bill BST at
fully distributed cost {(FDC). The company objected to providing agreements
with BSE subsidiaries that did not bill BST at FDC.

Staff reviewed the Project Descritpions and Froject Budgets and Approval
forms, for the projects supplied to us. Many of the projects were allocated
100% to the particular subsidiaries that chains into BST, however, seven out
of 31 projects reviewed allocated parts to different subsidiaries. The partis
that are allocated to subsidiaries- that don't .chain into regulation were not
included. A list of these seven Frojects follows this disclosure,

OPINION:

In corder to obtain a complete picture of the amounts that are c¢hained into
the regulated entities from BSE nonregulated subsidiaries, in our opinion it
1s necessary to know how the determintion of billing to each of BSE's subs is
arrived at. If the agreements we receive that are with the BSE subs that
bill BST at FDC are equitable; we still do not know if BSE subs that do not
bill BST are handling their fair share of projects where the project is
allocated between subs chaining into BST and subs not chaining into BST.

By withholding these agreements and how the amounts to these other subs are

arrived at, the staff cannot draw a conclusion that the amount that is
chained into regulation is reasonable,

14




AUDIT DISCLOSURE
SUBJBCT: BSE AGREEMENTS WITH SUBSIDIARIES -- SCOPE LIMITATION

“Project Department/Subsidiary Billed
tmber '

‘ES6090 Accounting Methods and Procedures--Sunlink, BSFin Svs, BSAN, BIS
ES6100 Human Resources -- BSAN, BIS, BAPCO, Berry Co., Stevens Graphics
ESB198 Human Resources--Stevens Graphics, BSAN

ES8199 Human Resources--BaPCO, Sunlink, BIS

ESB200 Human Resources -~ BIS, Stevens Graphics, BAPCO, BSAN

88201 Human Resources =-- Sunlink

HS8212 Human Resources -- Stavens Graphics, BIS, Sunlink, BAPCO, BSAN

This is 7 projects out of 31 that we do not have full amounts of allocation;
that is 23%. ‘

15 - | - {{'
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COMPANY: @BST
TITEL SUMMARY OF AGREEMENTS WITH SUBS
PERIOD: ' TVE 12/31/92
DATE: N\ AUGUST 5, 1993
AUDITOR: RKY
, o
WP NO NO. 51-3/2 3oy
Ve >
> -~
> <%,

I .BST SAID THEY WOULD SUPPLY FOR EACH SUB AGREEMENT THAT BILLS BST AT FDC g
THE FOLLOWING: Types of Projects, Budget Form, and Approval Form. <)

—3
filf” states that "Specific documentatio iregents for the review and
\ approval process will Vary by type © saction/contract proposed, but T
should include as a minimum:"

II. Bellsouth Executive DirectivenE;i;izzsed 12/28/90, revised 12/31}91
rqu

1. Complete descrition of proposed contract and/or
transaction including frequency, magnitude, pricing
nethodology, etc.

2, Discussion of financial and strateglc 1mport to
BellSouth.

3. Evaluation of alternative soitces of supply, if any, and

4, demonstration of compliance with FCC and state PSC
regulations as ref in EDA8.

According to ED8 "the providing entity must also be prepared to produce,
on demand, for inspection by the appropriate regulatory authorities,
the documents necessary to substantiate the market price or the
reasonableness of its costs."

ACCORDING TO AD 10 , JOINT COST ORDER DOCUMENTATION REQUIREMENTS,
(51-10),

Each sub must have initial transaction approval, general documetnation and
specific documentation. General doc'm includes for FDC Pricing (updated
semlannually) a tionnalire,

T0 DO
15 First list whether received all three forms for each sub
S\f/ Then list the four attributes and check from ED 8,

Then get generzl doc'm (the questionnaire for each) REQUIRED FROM AD 10.
3 ALSO GET FDC STUDIES, IF AVAILABLE.

17
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COMPARY : BST

TITEL SUMMARY OF’ AGREEMENTS WITH SUBS
PERIOD: -TYE 12/31492

DATE: AUGUST S,{1993

AUDITOR:

WP NO 2

BST SAID THEY WOULD SUPPLY FOR\EA
THE FOLLOWING: Types of Projecta

; THAT BILLS BST AT FDC
and Approval Form.

A that " 1fic documentation rquirsaentsforthe review and approval process

?Bellsouth Executive Directive 8 ,\issued 12/2§/90, revised 12/31/91 states

will by type of transaction/coNtract proposed, but should fnclude as
a minimum:" '
posed contract and/or

1. Complete descrition\of pr
- , magnitude, pricing

transaction including frig
methodology, etc.

2, Diecussion of financial)jand strategic imporiantce to
BellSouth.

3, BEvaluation of alternafive jources of supply, if any, and
4. demonstration of combliance Wwith FOC and gtate PSC
regulations as ref in ED8

First list whether received all threg forms for ed
Then list the four attributes and check.

According to ED8 "the providing enffitty must also be\prepared to produce,
on demand, for inspection by the appropriate regulatory authorities,
thedocumentsnecessary to substantjate the market priceé, or the
reasonableness of 1ts costs."

18
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Q ‘ Southern Bell Tel. & Tal. Co.
. FPSC Docket No. 920260-TL
Audit

Data: 09/09/93
Item No, 2-097.7B(1)
o Page 1 of 1

Request: Confidential request sent to XKaren Kaetz directly. Re:
BSE khilling to BAPCO. Please provide ss much info as
poegible in Miaml BSE Sub office or Miani BST offics.

i .
Raesponse: The Yauthorized monthly billing® amount is derived by
diviging the anhual budget authorization by 12. For
project E87130, the total authorized project budget for

15 1592 was The tota) billing from BSE-HQ 4o *~
BAPCO dyring is project cccurred in the months

7 7 : £ Al thxnugn Hovamher and totaled slightly ove

/%

This murhl oonstitutes proprietary conﬂdential
business information and is bging produced subject to a
"Notice of intent < toixS# Request Confidential
Clasgsification.® g N

@ £S 7/_?0 .
ay
e ﬂ Sers

:«Lé uaf
Ww @D‘ # 05752, \
| )eza,ﬂ,.,zw« W‘r‘“““"

S 5,9@34'» 73373,, (7725

1
Date Provided: September 37, 1953
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xn TIM DEVLIR, DIRECTOR, AUDITING AND FINANCIAL ANALYSIS
I0M: RUTH K YOUNG, REGULATORY ANALYST, AFA, MIAMI

3: NARUC AUDIT - COSTING METHODOLOGIES GROUP

JRTHER REQUESTS:

iE FOLLOWING THREE REQUESTS, INCLUDED CONFIDBNTIAL DATA AND ARE

MEMORANDUM
OCIOBER 4, 1993

INT DIRECTLY TO KAREN KAETZ.

-00?

RE: BSE ~ PROJECT BILLING VS FDCQALUJLATION;

Bocarton B o

RE: BSE - PROJECT BILLING VS FDC CALCULATION.

S A3 yDen oo 4 2

RE: BSE - PROJECT BILLING VS FDC CALCULATION.

w RESOURCES PRiECTS /s'
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MEMORANDUM
OCTOBER 4, 1993

TC: KAREN KAETZ, BST, BIRMINGHAM
FROM: RUTH K YOUNG, REGULATORY ANALYST, AFA, MIAMI ()-—6
RE: NARUC AUDIT - COSTING METHODOLOGIES GROUP

N e A R Y SR W AT A8 T e v e v o e Wl A e D e D R T T T e P e e A W e e e

1 BELIEVE THESE HAVE CONFIDENTIAL INFORMATION INVOLVED IN THE QUESTIONS.
TIM WILL SEND THE OFFICIAL RUMBER.

FURTHER REQUESTS:

2-007? RE: BSE - PROJECT BILLING VS FDC CALCULATION,
TREASURY PROJECTS

The description on Projects ES0025 and ES0028 state that BSE TreasurY
wilL provide TreasurY services including but not limited to: daily
banking, cash management, check processing, vouchr processing, account
reconciliation, providing short term advances for working capital,

The information provided in answer to 2-097.10G states that the Treasury
acitvities “Provides dailly cash managment functions to BSE companies. The
amounts in the Treasury RC are being allocated to the subs in calculating
FDC.

why ARE BIS and SUNLINK being billed under a project for daily banking
and cash management which is included in the management fee recovery.

2-007 RE: BSE - PROJECT BILLING VS FDC CALCULATION.
AVP & COMPTROLLERS PROJECTS

A. The description of Project ES6082 states that this Is for “Accounting
methods and procedures support for payroll, personnel and benefits.™

The informtion provided in anwer to 2-097.10G .states that the AVP
Comptrollers "performs day to day accounting activities including
general ledger, accounts payable, payroll and billing operations,

Why is BAPCO being billed under a project when these project activities
are included in the management fee.?

B. The same guestion as Part A but for BS Financial Services,

ES Information Systess, Sunlink and BS Advanced Networks. This is
project nuaber ES6085.
3\
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MEMORANDUM
OCTOBER 4, 1993

TO: KAREN KAETZ, BST, BIRMINGHAM
FROM: RUTH K YOUNG, REGULATORY ANALYST, AFA, MIAMI
RE: NARUC AUDIT - COSTING METHODOLOGIES GROUP

- e A T Y A R A T A e TR ek b S o A T D e e A T ey

2-007 RE: BSE - PROJECT BILLING VS FDC CALCULATION,
' HUMAN RESOURCES PROJECTS

Accerding to the inforamtion supplied to us in 3-063 there are two

RC codes for Human Resources , U12000 (Director - Human Resources) and
(112100 to U12500 (Human Resources). The amounts in these RC's at BSE
allocated in the FDC calculation are $3,256,491 and $2,296,543
respectively; total of $5,553,034,

The project descriptions supplied to use include the following projects
that are Human Resource related: ES600%i, ES8198, ES8199, ES8200,
- ES8201, and ES8212,

How do these activities in thege projects differ from the activities
that are performed under the above RC's, which amocuts are included in
the FDC calculation? What is the total dollars billed to subs for all
‘these projects?

CONFIDENTIAL ..
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RECEIVED

< '+0 (¢ -/'H\Y‘D 'JAJ .

A.UG 20]993 ) Southern Bell Tel. & Tel. Co.

Florida Public

Request:

service Comm.

b Date: 07/3045
~__Miami, florigd .. - . Item No @
- . - : Page 1 gt

FPSC Docket No. 920260-TL
Audit

RE: BSE - Provide a meeting with a representative to
discuss the difference between project billing and
management fee billing.

Response: Attached is a description of how BSE recovers its costs

through project billings and management fee billings. .-

This information was provided in response to Item No.
3-063 which was provided on June 18, 1993.

This material constitutes proprietary confidential
business information and is bheing produced subject to the
"Notice of Intent to Request.Conf1dent1al Classification"
dated June 18, 1993.

If after review of this information, the staff still
thinks a meeting is necessary, a meeting will be arranged
upon reguest.

Fo it ’9"»/«»«%)

- : .
Date Provided: August 16, '1993
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EMPLOYEES OF BELLSOUTH OR BELLSOUTH SUBSIDURIES. SIAUG 17 Anity: a5

BELLSOUTH ENTIRPRISES, INC. FINAS Cl L;,“;-j;'
RECOVERY OF CORPORATE COSTS | RUIAL AHALYSIS DIV
[3

Bellsouth Bnterprises, Inc. (BSE) incurs costs on behalf of its -
subsidiaries. These costs are recovered through the following:

1, Project Billings

2. Management Fee

Project Billings

Projects are services performed by BSE departments at the direction of a
subsidiary. Executive Instructions No. 10 addresses the tracking and T,
billing of project related costs. Project costs are directly attributable
because they can be identified as incurred for specific subsidiaries.
Project numbers are established to track payroll and other costs as they
are incurred for the project. In addition to direct costs (salaries and
other direct costs), overhead is allocated to each project. Bffective
1/1/88, overhead is recovered by applying alll'loading factor to salaries
and wages. This method was implemented in 1988 for the following reasons:
..- oF g :., - °—o m""-—-—u" "
1. It is an efficient and cost effective manner of recovering overhead
type costs.
2. Applying an annual average rate spreads the costs over all projects
during the year. Therefore, the amount of overhead costs that a
project receives in an individual month is not dependent upon the
level of activity in other projects. Additionally, unusual
occurrences in overhead expense accounts (large one time increases or
decreases} are spread evenly among all projects instead of being
absorbed by only those projects active in the month. On an annual
basis, each project recelives its fair share.

3. During 1988, was the projected annual overhead percentage that
was necessary in order to recover all overhead type costs.

An annual study is conducted to ensure that the billed ocverhead percantags
does not exceed the actual overhead percentage. For all years of the

study (1988 through 1992) the billed rate is less than the actual.

Therefore, for Joint Cost Order purposes, Bsz's project billing procedure:

et WWROP R 1E TA RY

7 . | S
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: ' CONRDENTIAL LTEN MO, 3-63
THIS DOCUMENT COKTAIKS PROPRIETARY INFORMATION
DISCLOSED T0 UNAUTHORTED

Managemeng Pee

All cther costs are defined as corporate functieon cosés- These are costs
that are not identifiable to specific subsidiaries but rather areé incurred
on behalf of all or several BSE subsidiaries. The costs are incurred by Bsp
Headquarters staff in performing the normal functions associated with a

holding company. -
Effective 1/1/87, BSE recovers corporate function costs through a

management fee paid by each BSE subsidiary. This fee is computed as

follows:

, 7 Subsidiary adjusted opera.t.tng aexpenses

Monthly Management Fee Paid to BSE

* Computed as Operating Ezpensas Lass Cost of Goods Sold,
Depreciation, and the current month managemcnt foe

E

This method of recovering corporate functions costs was melemented 1/14&1
for the following reasons: e =

1. It is an efficient method to compensate asz for providing theso
suppert functions.

© 2, The amount can be adequately anticipated by the subsidiaries and BSE.

,?
(1)

3. The management fee provides lncentives to the subsidiaries to control
costs. By reducing subsidiary operating expenses, the management fce

can be lowered.

R

/A

4. The management fee provides incentives to BSE Headquarters staff to
control costs. If corporate function costs exceed thea management fee,
the excess costs must be borne by BSE Headquarters.

P}

S. Computation of the monthly fee is relatively simple tc compute and
therefore doces not require extensive tracking and apportionment of
corporate functions costs via tha BellSocuth Information and

Accounting System (BIAS).
5

In determining the managément fee percentage to apply against subsidiary
operating expenses, several factors were analyzed.

1

j-

1. BSE-HQ corporate functions costs {i.e., total operating expenses 1ess
costs to be recovered under project billings) were projected for

19487.
2, Subsidiary adjusted operating expenses were projected for 1987.

-
3. Given the results of items 1 and 2, it was determined that a factor

ﬁ‘ﬁ% cf P of subsidiary operating expenses would result in a break even
[ position for BSE-~HQ during 1987.

74 _ FOIKA3H 002TaL




_ o CONFIDENTIAL ITEN MO, 3-863
=" THIS DOCUMENT CONTAINS PROPRIETARY INFORMATION e
WHICH SHOULD KQT BE DISCLOSED TO UKAUTHORIZED RCHMENT
PERSONS. (T 1S MEANT SOLELY FOR USE BY AUTHORIZED
EMPLOYEES OF BELL SOUTH OR BELLSOUTH SUBSIDIARIES.

Neither the methodology nor the factor have changed since implementation of
this method of cost recovery. Less thandiP% of BSE-HQ's costs chain inte
regulation through affiliated transactions. Because svhe of BSE-HQ's
billings to subsidiaries do chain inteo regulation, the portion -that chains
must be in compliance with the JCO. Therefore, an annual study is conducted
to evaluate BSE-HQ’s management fee billings to its subsidiaries. Because
the JCC allows an affiliate to recover all its incurred costs under PDC
principles, the study allocates ALL actual incurred corperate function
costs on a fully distributed cost basis to either BSE subsidiaries or to a
retained pool (in the case of M&A activity). Corporate function costs
{non-project coded costs) are reviewed to determine their origin and an
appropriate allocation methodology based on cost causative principles.
These results are compared to the actual management fee billings. Por all
years of the study (1983 through 1592), the results prove that BSE-HQ
significantly underbilled its subsidiaries when all BSE-HQ incurred costs

are appertioned. * - ’

Based on the results of BSE’s annual studies, BSE is in compliance with the
Order because the management fee and overhead rate do not exceed fully

distributed cost.

oo
e =T
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EMPLOYEES OF PELLSOUTH OR BELLSOUTH SUBSIDIARIES. SIAUG 17 aitr: =
<d AU HINE R

BRLLSQUTH ENTERPRISES, INC. FI‘IA"F:!:":':IM~‘E""7“ Lers o
RECOVERY OF CORPORATE COSTS | HARLIAL AUALYVSIS T
]

BellScuth Enterprises, Inc. (BSE) incurs costs on behalf of its -
subsidiaries. These costs are recovered through the following:

1. Project Billings

2. Management Fee

Project -Billings

Projects are services performed by BSE departments at the direction of a
subsidiary. BExecutive Instructions No. 10 addresses the tracking and
billing of project related costs. Project costs are directly attributable
because they can be identified as incurred for specific subsidiarjies.
Project numbers are established to track payroll and other costs as they
are incurred for the project. In addition to direct costs (salaries and
other diract cests), overhead is allocated to each project. EBffective
171788, overhead is recovered by applying a. ioading factor to salaries

and wages. This method was implemented in 1938 for the following reasons:
o i o Fe Toe . e T -y

1. It is an efficient and cost effective manner of recovering overhead
type costs. :

2. Applying an annual average rate spreads the costs over a2ll projects
during the year. Therefore, the amount of overhead costs that a
project receives in an individual month is not dependent upon the
level of activity in other projects. Additionally, unusual

' occurrences in overhead expense accounts (large one time increases or
decreases) are spread evenly among all projects instead of being
absorbed by only those projects active in the month. On an annual
basis, each project receives jits fair share.

3. buring 1988, 60% was the projected annual overhead parcantags that
was necessary in order to recover all overhead type costs.

An annual study is conducted to ensure that the billed overhesd percentage
does not exceed the actual overhead percentage. Por all years of the

study (1988 through 1992) the billed rate is less than the actual,

Therefore, for Joint Cost Order purposes, BSE’s project billing p:ocedu:_:re_;_ 7

7 ROPRJZE doplics
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- ' ITEM NO, 3-063

s CONFIDENTIAL arn
TH!S DOCUMENT CONTAINS PROPRIETARY INFORMATION RCHNENT
WHICH SHOULD NOT BE DISCLOSED T0 UNAUTHORZZED
PERSONS. IT IS MEANT SOLELY FOR USE BY AUTHORZED
EMPLOYEES OF BELLSOUTH OR BELLSOUTH SUBSIMARIES.

Hanagement Pes
i

All other costs are defined as corporate function cos{s. These are costs
that are not identifiable to specific subsidiaries but rathar are incurred
on behalf of all or several BSE subsidiaries. The costs are incurred by Bse
Headquarters staff in performing the normal functions associated with a

holding company.

Bffective 1/1/87, BSE recovers corporate function costs through a
management fee paid by each BSE subsidiary. This fee is computed as

follows:

Subsidiary adjusted opariting expenses k
X %
Honthly Management Fee Paid to BSE o ﬁ&j
L L P DL PP e 2 3 1 b bl Il 3 TfrP Yl YT .
- ‘4
$ Computed as Operating Expenses Less Cost of Goods Sold,
Depreciation, and the current menth managqment fee
?‘“

This method of recovering corporate functions costs was implemented 1/1!37

for the £nllow1ng reasons: - e
1. It is an efficient method to compcnsate BSE for providing these E;::Eq

support functions.

- 2. The amount can be adequately anticipated by the subsidiaries and BSE. ﬁ:t:g

3. The management fee provides incentives to the subsidiaries to contrel
costs. By reducing subsidiary operating expenses, the management fee
can be lowered.

4. The management fee provides incentives to BSE Headquarters staff to
control costs. If corporate function costs exceed the management fae, (
the excess costs must be borne by BSE Headquarters. :

5. Computation of the monthly fee is relatively simple to compute and
therefore does not require extaensive tracking and apportionment of
corporate functions costs via the BellSouth Information and

: ;. Actounting System (BIAS). .

In determining the managdmont fee percentage to apply against subsidiary fmh*
operating expenses, several factors were analyzed. i

1. BSE-HQ corporate functions costs {i.e., total operating expenses less
costs to be recovered under project billings) were projected for

1987,
2. Subsidiary adjusted operating expenses were projected fﬁr 1387,

-
3. Given the results of items 1 and 2, it was determined that a factor
of- of subsidiary operating axpenses would result in a break even
position for BSE-HQ durxng 1987.

77
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. N CONFIDENTIAL 17EN M0, 3-053
. . = THIS DOCUMENT CONTAINS PROPRIEVARY INFORMATION ATTACHMEN
_ WHICH SHOULD KQT BE DISCLOSED T0 UNAUTHORIZED T
. PERSONS, IT IS MEANT SOLELY FOR USE BY AUTHORIZED
. EUPLOYEES OF SELLSOUTH OR BELLSOUTH SUBSIDIARIES.

Neither the methodology nor the factor ve changed since implementation of
27' this method of cost recovery. Less than % of BSE-HQ's costs chain into
regulation through affiliated transactions. Because sohhe of BSE-HQ’s
billings to subsidiaries do chain into regulation, the portion «that chains
must be in compliance with the JCO. Therefore, an annual.study is conducted
to evaluate BSE-HQ's management fee billings to lts subsidiaries. Recause
the JCO allows an affiliate to recover all its incurred costs under FDC
principles, the study allocates ALL actual incurred corporate function
costs on a fully distributed cost basis to either BSE aubsidiaries or to a
retained pool (in the case of M&A activity)}. Corporate function costs
{non-project coded costs) are reviewed to determine their origin and an
appropriate allocation methodology based on cost causative principles.
These results are compsred to the actual management fee billings., For all
years of the study {1988 through 1992), the results prove that BSE-HQ
significantly underbilled its subsidiaries when al) BSE-HQ incurred costs

are apportioned.

Based on the resuylts of BSE’s annual studies, BSE is in compliance with the
Order because the management fee and overhead rate do not exceed fully
distributed cost. s
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M 7P R '-'M"""'L'-ﬂ Southern Bell Tel. & Tel. Co
e Ze FOO Celel i, FPSC Docket No. 920260-TL
+ Audit
t Ao FOC o Lany  Date: 08/24/93
Item No. 2-097.10G

Page 1 of 5

(oL

Request: We would 1ike to interview people who are knowledgeable of the
type of work performed under the following RC codes at BSE:

Human Resources - RC U12000;

Legal - RC U41000; )

AVP and COmptrollers - RC U71000; -

President - UOEQQD;

AVP Regulatory - RC U71000;

. Marketing Costs - RC UGIEOO0 to RC U51340;

Treasury - U73000 to U73110.

crnmcncn:-

Please provide the written response you said you would give us
instead of an interview before the interview requested in 2-097.21
that is tentative for September 1 or 2 in Atlanta.

Response:- The following are representative 1ists of functions perforﬁ§d~*-- >
during the period subject to the audiT in the BSE-HQ organizations
specified. These lists are not all inclusive but should give an
overview of the different types of work activities performed in
each group.

ey
Sz
{
ﬁa,l . . Buman Resources
LLa4Mq~ A uman_Resource
g%4fg?q¢ r3-5¢3 - Develops and administers benefits and compensation for
’ officers, key managers and other employees, including
L1 K000 analyses of total compensation issues for key positions for
a8 BSE subsidiaries.

- - Directs planning activities for established companies, start
Viarow & pra s ups and acquisitions to include merger and acquisitiol'l due

- 3/ diligence.

- Develops, implements and coordinates policies and menitors
?ctivities affecting all BSE international operations and
ocations.

- Plans, designs, implements and administers domestic benefit
plans for BSE companies.

- Develops and implements Quality Programs at BSE Headquarters
and within all BSE companies.

80
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 08/24/93

Item No. 2-097.10G

Page 2 of 5

Response:(HR) - Administers EEO, performance appraisal, salary and wage
plans, relocations and staffing for BSE companies.

- Coordinates Employee Assistance Program planning and services
for BSE and subsidiary empioyges.

Any costs identifiable a being caused by specific subsidiaries,
(e.g., staffing, benefits, etc. for international subs) are
project billed. Other general costs are subject to Management Fee -

recovery.
B. Legal

- Provides legal representation, advice and counsel to BSE, its
departments and subsidiaries.

- Because most legal services were associated with specific
E 000 matters or organizations, the substantial majority of
departmental expenses were “issigned and project billed as

2./ _t_!my_ﬂe_tnsym_ti_a_ For example, attorney time and legal
—expenses associated with specific acquisitions were project

VP f‘ éfi:" Ay e - - gy 1
o

billed to projects estabTished foreach matter. Similarly,
Arnnd, time spent and expenses incurred in representing specific
b V47000 subsidiaries were project-billed to the affected subsidiary.
) Departmental administrative expenses not attributable on a
ot fgh,( project basis became part of BSE Headquarters’ costs which
:ere included within charges subject to the BSE Management
ee.

- A representative 1ist of entities and matters charged by BSE
Legal through the BSE project billing process includes:

ﬂﬁuﬁﬁ‘t_ Mergers and Acquisitions (on an individual matter basis);

81

—BeHSouth-Advertisingand Publishing Corporation; L.M.
Berry; Stevens Graphics; TechSOUTH; Intelligent Media
Ventures; BellSouth information Systems; Sunlink; BellSouth
Advanced Networks; BellSouth Cellular; BellSouth Mobility;
Intelligent Messaging Services; BellSouth Marketing Programs;
Bel1South International (and individual foreign affiliates);
MCCA; BellSouth Mobile Data; etc. _
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 08/24/93

Item No. 2-097.10G

Page 3 of 5

AVP_and Comptrollers

Establishes overall BSE accounting policy. Reviews and
evaluates policy decisions on operations and resolves
internal control issues.

Implements new and maintains current financial and personnel
systems methods and procedures for BSE’s non-regulated
entities.

Directs the consolidation and financial reporting of all BSE
subsidiarijes. Provides technical accounting support.

Directs the BSE company wide accounting for mergers,
acquisitions and divestitures.

Performs day to day accounting activities. including.generale -,
ledger, accounts payables, payroll, and billing operations.

Provides accounting support=service$ for BSE International
subsidiaries.

Projects are utilized to identify and direct charge for costs of
activities performed for individual subsidiaries (e.g., G/L, A/P,
payroll, etc.). Corporate development costs are charged to
projects retained at BSE. Other costs of a general nature are
subject to Management Fee recovery.

o coo D.

~" 28 .

President

Oversees all aspects of BellSouth Enterprises, Inc.
activities and operations fncluding: organization structure
and force management, overall strategic business planning,
financial management, corporate development,

etc.

Coordinates with executives in BellSouth Corporation to
ensure that BSE operations are consistent with 8SC corporate
policies and plans.

A1l activities in this area are of a general nature and are
subject to Management Fee recovery. :
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Response: E.
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Southern Bell Tel. & Tel. Co
FPSC Docket No. 920260-TL
Audit

Date: 08/24/93

Item No. 2-097.10G

Page 4 of §

AVP Requlatory

Assesses potential impact on BSE and its subsidiaries from
any proposed federal or state legislation.

Coordinates and develops appropriate responses to all
regulatory requests relating to affiliated 1nterest
transactions involving BSE entities. s,

Monitors and evaluates national trends on significant
regulatory and legislative issues, formulates appropriate BSE
strategies, provides advocacy for BSE positions.

Develops Tegislative and regulatory policies for BSE and {ts
subsidiaries. Evaluates strategic options and develop
recommendations for Senior Management regarding such po]icies
and strategies.

P -
Performs research and analysis on issues sensitive to BSE and
its subsidiaries concerning proceedings before the FCC.
Coordinates with other BellSouth entities in developing
appropriate action plans/responses in those proceedings.

A1l functions are of a general nature which cannot be
identified to a specific subsidiary, therefore, none of the
costs of this organization are project billed.

Marketing Group

Provides corporate oversight for marketing functions within
all BSE subsidiaries.

Provides subject matter expertise on marketing issues for
BSE’s subsidiaries.

Coordinates efforts of BSE subsidiaries’ marketing
organizatjons for major market research information systems
development and similar projects.

m'—ﬁ--.-——m-p,



Response: (MKTG)
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Southern Bell Tel. & Tel. Co.
FPSC Docket MNo. 920260-TL
Audit

Date: 08/24/93

[tem No. 2-097.10G

Page 5 of 5

Coordinates BSE subsidiaries’ national accounts efforts.

- Performs marketing due diligence for corporate merger and
acquisition activities.

Most activities are of a general nature whose costs are subject to
Management Fee recovery. Projects are charged for those costs
identifiable to specific subsidiaries, e.g., merger and
acquisition activities, specific market research activities, etc.

G. Trgasurg

- Provides financial support to BSE companies in establishing
third party debt financing.

- Provides equity funding or corporatge advances to BSE » -+,
companies.

- Oversees the capital structure of BSE companies to ensure
compliance with overall corporate objectives.

- Provides daily cash management functions to BSE companies.

- Coordinates all foreign exchange transactions between BSE and
its subsidiaries.

Most Treasury functions are of a general nature whose costs are
subject to Management Fee recovery. However, certain costs (e.gq.,
equity funding, specific cash management transactions, etc.) may
be project billed to appropriate subsidiaries.
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BST BREGUIATORY AFFAIRS
3790 COLONNADE PARKWAY
BIRMINGHAM, ALABAMA 35243

%3%

FACSIMXLE NUMBER: 205/977~1563

TO:

> F A e

TELEFPHONE NUMBER:

FAX NUMBER: ‘gﬁ&gil.5§§ﬂi::§§‘“*‘i

DATE SENT: %bﬁiﬁé_ NUMBER OF PAGES (EXCLUDING COVER): |
Wth Young |

fta a2 &k PLEASE CALL ABOVE TELEPHONE NUMBER .FDR PICKUPARtkAR
FROM:

Therasa Coplin

205/977-1412
SPECIAL INSTRUCTIONS:

“Pex *mr__mtw:ai :
Thembs
X¥F ANY PROBLEMS WITH TRANSMISSION, PLEABE CALLS Sherry Cox
(205) 977-1540
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Request:

KGG5 -

Southern Bell Tel.
FPSC Docket No.

Audit
Date: 08/24/93
Item No. 2-097.8C

Page 1 of 1

& Tel. Co.
920260-TL

Why aren’t some BSE subs billed ‘n management fee?

Provide a separate answer for each sub not billed a

managemnent fce.

Response: As per Gary Grace's discussion with Ruth Young, the
requezsted information will be made available for review
in Atlanta, Georgim on September 8-10, 1993.

Date Frovided: September 3, 19293
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TEST PERIOB: TYE 12/31/92
DATE? JULY 26, 1993
AUDITOR: RKY

CONFIDENTIAL

Interral fudit B2!-2-33-p-5, OCTOBER, 1992 DFFICER EXEPNSE
REVIEW -- §5E ALL DEPARTHENTS

CORPANY: . BST ’9
TITLE: SUMMARY OF INTERNAL AUDITS w_) \0\
W
.1\

’I-V 7 ficcording to the above internal audit,’
.)/

/5 fecording to the Iy i 7
/& - A

rl__t{ How many executives at BSE take advantage of this Financial counseling?
S/L} List the aaqunts paid separately to CL, AYCO Corp and Creativé Financial Group —
for the year 1952,

fre thess charges that are considered wages and subject to FICR, FUTA and
_ incose tax witholding aliocated as part of the managesent fee ta RBSE
subs? If so, how such in 1992 to each sub?

SI A Provide copy of BSC Financial Counseling Plan effective 1992,

ording to the sbave internal audit,

, 28 Inforastion in the Internal Audit stated that the
$l-4a9,
3

¥hat is the Research Study for? What zxpenses were incurred {n 1992 by

3! -'{ BSE employees for this rasearch study? How were these expenses handled?

— Uere these allocated as part of the BSE management fme? Is s0, how such
"/ in 1992 to each auh?

" " R




CONPARY : BST

TITLE: SUNMARY OF INTERNAL ALDITS
TEST PERIOD: TYE 12/31/92
DATE: ALY 26, 1993
" AUDITER: RKY
WP NI, 51-¢

ficcording to the Internal fudit stated above, the susaary of results
staked that in:

o
10
//
/A~
/3
/Yt
/&
/6 ..
s I_t{ Provide a list of all spouses that were paid for in 1932 and the amounts
= and reasons for travel, How vere these ewpenses handled? Wers these
"l ~ allocatad as part of thc BSE manageaent fee? Is so, how much in 1992 ta
each sub? ;
‘{ Please provide answers an or before our wsetings in Atlanta, August 17
Si- and have & representative available in Atlanta at our seetings to discuss

this.

PSC rquest 2-097, itens 1,2,3,4,5 and 6 were objected to by the Coapany.
The Gererel Ledger, the Cunulative Transation Ledger, the Chart of
ACcounts, and a print ofall disbursesents cver $50,000 during 1992 would
have ensbled auditars to take a ssaple of the types of expenses incurred
by BSE, Thasa requasts were objected to, therefore, we have no idea of
the types. of expenses in the wanagsesnt fes: or whether any of the the
abnve expenses were a part of the sanagesent fes.

Py
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CONPANY BST .
TITLE: SUMMARY OF INTERNAL AUDITS

TEST PERIGD: TYE 12/31/92
DATE: JLY 26, 1993
AUCITOR: RRY
WP ND. 51-4

Internal Audit BSE -Affiliated Transactions - Comptrollers
B21-10-04-A-8, septssber 30, 1992, wp 51-4/2

C3L tested the pricing of products and services from affiliates to
deternine if in cospliance with JOO and following CAM. Companies testsd
were: BSI, BMP (BELLSQUTH MARKETING PROGRAMS); BIS (BELLSOUTH
 INFORMATION SYSTEMS); EXECUTIVE SERVICES; WORLD WIDE WIRELESS TRIALS
3 (WWNT); BRI, BES; BELSOUTH NOBILITY; BMI; TSICTECHSOUTH PUBISHING
SERVICES, iNC.); BMD (BELLSOUTH MDBILE DATE)

0 rql results  cantrols in place to meke sure in coaplisnce with JC.
;‘se who were billing in excess of FOC, were,refunding by end of year,
- .,

fis stated in 51, we are not auditing the BSE subs to detarmine if they
are billing according to the CAN to BST, but how and what types of
expenses BSE billed their subs which then billed BST.

o folflow up on this pert.

90




AUDIT DISCLOSURE
SUBJECT: TYPES OF EXPENSES AT BELLSOUTH ENTERPRISES

STATEMENT OF FACTS:

PSC staff reviewed Internal audit, B21-23-39-A-S, OCTOBER, 1992 OFFICER
EXEPNSE REVIEW ~-- BSE ALL DEPARTMENTS. :

This internal audit revealed three‘types of expenses at BSE as follows:

B S
Wi \4‘-o\hﬂq\q

S A

I ternal Audit stated that the .

COMPANY RESPONSE TO OUR REQUESTS AND OUR OPINION

 Financial Counseling Flan,

BSE stated that this was provided to 15 officers in BSE and its subs and
objected to providing the amounts paid, The answer to the request stated that
none of the expenses are allocated to BSE subs; that BSE subs pay a managments

fee based on a formula.

However, staff contends that in order to determine if BSE is billing at FDC
or lese, BSE performed certain calcultions and allocated certaln expenses to
come up with FDC and compared that to the management fee. As we could not
audit the specific type of costs and determine the specific amounts, we
cannot determine whether this was included in the FDC calculation, whether it
would make an impact on the FDC calculation, and whether it is reasonable for

' JENTIAL
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AUDIT DISCLOSURE
SUBJECT:  TYPES OF EXPENSES AT BELLSOUTH ENTERPRISES

Participation in Mayo Clinic Research- Study.

The Company says that only one employee participates in this study
which involves a very small population of individuals who have a rare
disease, and the expense is maintained at the BSE sub level.

BSE declined to provide the deollar amounts.

Without access to the books, we cannot determine if these costs are
retained. o

Spousal Bxpenses.

The company stated that BSE tracks the cost of any spousal expenses for
retention by BSE-HDQ. BSE declined to provide the requested list of expenses
and objected to providing.

T

ol

RECOMMENDATION: .

Ag we cannot determine i1f these costs are included in the FDC calculation
tothe subsidiaries, and we cannot determine if they-arereasonable for
ratemaking, theentire amount of the management fee that i& chained through to
BST from billing from BSE subsidiaries should be'disallowed as recommended in’
Audit Disclosure __ . . Audit Disclosure addressed the amounts
of potential chaining. : ’ B : ;?‘
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0 COMPAHY BST
TITLE: REVIEW OF INTERMAL AUDITS
‘ BSE AFFILIATED TRAHSACTIONS ~ COMPTROLLERS

.. R FCONFIDENTIAL

P KD,

‘,\.

FINAL RESULTS:

TNTRODUCTION:

——— o

The JCO provides guidelines that prevent subsidy of nonregulated
activities. The JCO requires the filing of a CAM with the FCC. The
CAN identifies affiliates and pricing methodology with BST.

Each BSE sub is individually responsible for JCO compliance. In the BSE
Headquarters Comptorilers’' Departaent, the Financial Accounting Mattars

staff has wersigh?reaponsibility for BSE subs.® PR S e

——— g

Purpose: Is BSE ir compliance with the JCO by following the
CAN. Are there controls to ensure future coapliance.

Procedures:

4/ Dverall, canirols in place to make sure in cospliance with JCO.

S
4




COMPANY ber

TITLE: REVIEVW OF INTERRAL AUDITS
BSE - AFFILIATED YRANSACTIONS - COMPTROLLERS
8-21-10-04--a-3
REPORT DATE 9/30/92 -

AIDITOR: RKY

e N
| e
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NANAGEMENT LETTER RE INTERNAL CONTROLS.
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COHPANY .

TITLE:

AUDITOR:

¥P NO.

ALSO, AL SMITH IS THE BSE WFFILIATED TRANSACTIONS CODRDINATOR.

NOTES FRON INTERNAL AUDIT OF EACH BSE SUB AUDITED:

BST

REVIEW OF INTERNAL AROITS
BSE - AFFILIATED TRAMSACTIONS - COMPTROLLERS

B-2L-10-04--A-§

REPORT DATE 9/30/32

RKY

e Pty
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COMPANY .
TITLE:

AUBITOR:

WP HO.

BST
REVIEW OF INTERNAL AUDITS

B3E ~ AFFILIATED TRAKSACTIONS - COMPTROLLERS
B-21-10-04—4-§
REPORT DATE 9730/9
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. COMPANY: BST .
TITLE: REVIEW OF INTERMAL AUDITS '
BSE - AFFILIATED TRANSACTIGNS - COMPTROLLERS
8-21-10-04--4-8
REPURT DATE 9/30/%2
AUDITOR: REY

VP NO.
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COMPANY: BST

TINE; REVIEW OF INTERNAL AUDTTS
BSE - AFFILIATED TRAHSACTIONS - CONPTROLLERS
B-21-10-04—4-8
_ REPORT DATE /30792
ADITER: RKY
W 1.

how much to who? This is part of chaining?

Reviewed Budget to Actual for ES projects for June 1992 billed in July
1392,

Project codes are used to track expenses that are either billed or

retained by bSE Headquarters. The MSA (G/L) systes captures all -~ _t :
related expenses which are then billed through the Saloson A/R syste(:j s 45

If a project's cost are 125 of the originally budgetsd amount,
suppleanental project papers are required. The following project ocdes
are used by BSE:

E8 = used for hi.llilp %. BSE affilistes

EC= used for tracking purposes; costs retained by BSEM]

M= used for Mobile Data only

MC= used for tracking Mobile Data costs that are ratained by BSEHQ,
{D--used for capturing coprorate development costs; retained by

BSEHDG.

ES AND D are the only two project codes used for revenue recognition
purposes,

fuditor oblained copies of the following docusents:

3. BSE Budget to Actual for Split Projects

Get capy of 0-2.0 and 0-2.! from Internal fudit
gives how audited, we should parallel test.

If project billing is in addition to mgat fee, we need to find out how
such to each BSE sub for the year, to determine how euch is chained in
addition to agat fer and find out what the charges are that are
included in the project billing to detersine if they are reasonable for
ratonsking. ’

99
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COMPANY: gsy _

FITLE: - REVIEW OF INTERMAL &UDITS
BSE - AFFILIATED TRANSACTIONS - COMPTROLLERS
g-21-10-04--A-§
REPORT DATE 9/30/92

AUDITOR: RKY

&P .
instructions.
This EDIO describes the Project Billing Systes — get,

fer £D 10 BSE common costs are recovered througl; the monthly moat fee,
as discussed in paragraphs §.01 through 4.04.

Whensver possible costs should be directly assigned to subs using the
project billing systea,

Projects are services which are perforaed by

tha B3EH] depts either at the direction of a sub(ES), the direction of BSE corporate agt, or

ia conjunct{on with 3 service provided to a non-affiliate, and due to the nature of the tashy requi
cost identification and billing considerations:

see EB 10 for descirption of calssifications for projects,

ES= sub or atfiliate funded

Ec= Corporate functions costs which detailed tracking is desired.
£H= Contract with non-affiliate for spscific services.

EF= flav thru billing = Expenses paidy be BEWHQ on behalf of & sub
which are chargesble 100X back to sub,

ED= corporate developaent (mergers and acquisitiong, RiD, to be
reinbursed by BSC.

Section & is not in this part of internal audit.
Can get preject budget and approval forss expaling project.

Part of this audit was on asset tranafaers. fsset transfers
are not partof NARUC scope.

[
Very saail aacunt of revenue . Jure 1992 was - Prices
to affiliztes are at lovest prices offered to comparable non-affiliatea.

ACC has & 50/50 ownership with Alte]l Nobil of Little Rock, Arkansas.

This coapany is not 100X owned by BSE and BSE does not have cosplete

control or significant over this sub. Ho further testing done beyond
conparison of prices.

100
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CONPANY: BT U\?)
TIHLE: REVIEW OF INTERWAL AUDITS \Q

CFFLUSE EEE RS 1

BSE - AL DEPARTMENTS o) |

224-77-29-4-5 AN
OCTOBER 1992 ] :
AUDITOR: RKY .

WD,

INTRODUCTION psc staff get executive inst no 4, section 3

————— i o o

Exscutive Instruction Na. #, Section J outlines the general guidelines
for preparation of esployes expanse vouchers,
tlso, IRS sets forth docusentation guidelines for expenses,

Corporate Policy says that Offiders be reisbursed for ressonzble and
necessary business expenses.

SCOPE ¥

To dateraine if Officers expenses agreed with Curporate Guidelines and
IRS regulations.

For the 12 nonth period of Sapt 1992 through Aug 1392, 341 exp:m vouchers
for B3E President & vere exanined. /A w

SUMMARY OF RESULTS

Itess that were wot of significant business risk are in 2 mansgesent

letter under separate cover.

This lstter revealed the following voucher errors in Entsrprises:

L g



O oq N\an Up Wk o

.

PSC NOTE -~ WHAT CODE SHOULD BE USED FOR SPOUSES
18 THIS ONE OF THE CODES THAT GETS INTD MGHT FEE OR STAYS

BEHING IN HOQ,

nte from the audit appreach states "

10
11,
12.

SHOLD THE RATEPAYER BE PAYING FOR 4 SPOUSE RO MATTER WNAT KIND OF
BUSINESSS? FIND OUT HOW MAMY CHARGES 83, BSE AND BST FIND OUT MW
CODED? FIND QUT IF THEY ARE ALLOCATED DOWN YO THE STA

FIRANCIAL COUMSELING

BSC has a Financial éoumllng Plan and applies ta execs who are & level higher
than aanagesent pay Grade B and are a szaber of the EXecutive Group.

QS'C'"&&a this becaﬁu 'thw feel the exec will spend less tine on their personal
responsibiities of financial planning {f this was provided to thes.

103




PEC - comsent

hox many exec to RSC -~ REFER T RON

HW ARE THESE CHARGES ALLOCATED FROM BSC TO BST, WHAT GOES TO THE STATES?

SHOULD THE RATEPAYER BE PAYING FUR THIS? ARE THEY?

HOW BARY EXECS AT BSE -- ~—
WHAT ARE THE AMOUNTS CHARGES AT BSE - ARE THIS PART

OF THE MGMT FEE, WHERE ARE THESE CHARGES?

£t
PLAN EFF N 1992 3 ;
GET COPY OF bsc FINANCIAL COUNSELING PLAN EFFECTIVE IN 182 @ %‘@E 7 ﬂsH L

DOES THIS APPLY TO BSE AKD BST?? EXECS??

PSC NOTE -~ READ EXECUTIVE INSTRUCTION Oi EXPENSE VOUCHERS 10 _
DETERMINE WHAT QUESTIONS TD ASK. . .pe 7 -

HOTES FRON ATIRIBUTE TESTS .

PEC note - Is this eppropriate charges for ratapayers?
how much was charged in 13! and 1992, whet is the study for?
what amounts were passed through to 85E subs?

Executive Instruction 4, section 5 page [0 talks about the
contributions and danations, stc. that are allowable by BEC and 85E
EXECS.

Cet section and look at what theyt allowed to be reishursed Find out
what code this goes to and how mich was charged in 85 for 1932, how
such of this went out as mget fen to suba? should the ratepayer be
paying for this?

104 -
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SOUTHERN BELL TELEPHONE ' EXECUTIVE INSTRUCTIONS NoO. 4
) SECTION 3

/ September 1985
325 Travel expenses occasioned by permanent ti-an:fer of ah employee should be
vouchered in accordance with instructions contained in Section 10 of this
Instruction. .

3.26° As a general rule, transportation and other travel expenses of the spouse

accompanying sn employee when acting a3 3 representative of the Company wilt
not be borne by the Company. However, if the presence of the employee's
spouse is necessary to serve s bona fide business purpose on occasions such as

““—B governmentel or academic fuactions or conventions and meetings of professional
organizations, such expense may be reimbursed to the employee. The voucher
should cover expenditures for both the employee and spouse in the usual
deteil, bear reference to the fact that expenses of the spouse are included
and = clear explanation as to business reason which establishes that the
spouse’s presence served a booa fide business purpose. Such supporting
documents as are ordinarily réquired should be submitted. Vouchers covering
expenditures for a spouse require the following approval: .

s Normal approval {evel is required if the only expenses vouchered for the
employee’s spouse are the spouse's pro-rata of costs for functions of the -
convention, such a3 banquets, or for other gatherings, such a3 for

" dinner, of the cmployee with one or more business associates during the
progress of or’in conjunction with the convention or meeting.

b.  Normal approval level is required for transportation expenses oaly

) covering a vigit by an empioyee’s spouse when (1) a visit is caken in

- tieu of an authorized trip home by an employee and (2) the spouse's
tnv:l is permitted by guidelines which have been approved by a Vice
President.

Other expenses incurred by the spouse during a visit are not voucherable.

c. Vice President or higher level is required if any spouse’s expenses other
than those stated in & & b above are vouchered.

Vouchers cavering the costs of an employee's spouse attending fupctions at the
home location when the spouse's presence is necessary to serve a bons fide
business purpose may be approved at the normat approval level if the only
expentes vouchered are the spouse’s pro-rata of costs for functions such as
banqusts or other gatherings, such as for dinner, with one or more business

Expense of the spouse of a Pioneer officer, Executive Committee member, or
member required to attend a Pioncer function in an-officisl capacity shall be
reimbursed by the Pionesr orgenization and not by the company. Also, ¢xpenses
of the spouse of a Company officer or of other mansgentent personncl invited to
attead Ploneer meetings in an official capacity (officizl guests) shall be
reimbursed by the Pianeer arganization and not by the Company.
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TO: KAREN KAETZ, BST, BIRMINGHAM -
FROM: RUTH K. YOUNG, FPSC, MIAMI M )

RE: CONFIDENTIAL QUESTIONS FROM'COSTING METHODOLOGIES G_FlOUP.

These are the questions regarding BSE Internal Audits that contain o
Confidential Text. These are the only copias you will gat. Tim will not 67“' )
send them. Tim will send a genera! question through the Q&A program S
without the Confidential Text. /z;‘_‘,’

2-00?

Re: BSE Internal Audit B21-23-39-A-S, OCTOBER, 1992 OFFICER
EXEPNSE REVIEW -- BSE ALL DEPARTMENTS

M

Acc Internal Audit the

1. How many executives at BSE take advantage of this financial counseling?
List the amounts paid saparately to '
for the year 1992,

2. Ara these chargas that are considered wages and subject to FICA, FUTA and

Incomae tax witholding allocated as part of the managemaent fea to BSE
subs? If s0, how much In 1992 to each sub?

3. Provida copy of BSC Financlal Counseling Plan affectiva 1992

B. According to the above internal audit,

107

atlon In the Internal Audit stated that the

4. What is the Research Study for? What expanses were Incurred In 1992 by
BSE employees for this research study? How wera these expansas handled?
Ware thase allocated as part of the BSE managemant feae? Is s0, how much
In 1992 10 each sub?

C. According to the Internal Audit stated abova, the summary of rasults
¥
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JULY 29,1983 © .

MEMORAN ﬁ?ﬂgﬁ:ﬁ! fﬂ% @@%Efﬂagﬁ"ﬂﬁrﬂﬂ!

..l
KAREN KAETZ, BST, BIRMINGHAM /aj A ’f 2. 3

TO:
FROM: RUTH K YOUNG, FPSC, MIAMI

CONFIDENTIAL QUESTIONS FROM COSTING METHODOLOGIES GROUP,

stated that in general

S. Provide a fist of all spousas that were pdid for In 1992 and the amgunts
and reasons for travel. How were these expensas handied? Were ]
allocated as part of the BSE management lae? Is so, how much in 1992 13
each sub? - ‘

Y ey ey

6. Pleasa provide answears on or before our maetings In Atlanta;” Auqust 17
_ and have a represantative avallable !n Atlanta at our meetings to discuss
- this. - . L

i
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COMPANY: 1]

TITLE:  BSE -~ CHATHING SumaRY
PERIND: TE 12731792
DaTE: JNE 3, 1392
'_____F—-—)

SUOETOR: .44

ew. us \"ﬁ\\\\q\%

FeRTS

Per ansuar to request nusber 2-012 §3E bills BST a sinisal asount par
year. For 1932 the anount was $7,1685.39. This amount was allocatsd to

all nine states.
wp no 7-2/1,p3,

The smount to Florida for 1992 was $4,169,12.

fccarding to anseer to request Mo, 2~ ,83€ does not bill BST directly.

The subsidiaries of BSE bill BST, Acccording to the O of 12/11/32, the an
subs shauld be billing at FOC, FOC or loss, tariff, prevailing sarket rats, Jt-¢fy
and or negotiated contract as appropriste. Sea FUC ruls on Si-674,
17 Fer CIL, BSE bills thelr subs & aanagessnt fec. This fee 16JDot the
subs adjusted operating expenses. (Operating Expenses less Cost of Goods
. Snld and Depreciation.) Par Ci] this i3 also less wanagasent fee exspense. Raad -

¥ This vas corroborated in 4 aceting with Gary Grace. W S1-6/3. Hovever,
as 057 has objected to providing us with BSE jncase statsents, we canmot
corroborate this ourselves.

= ° R

The sanagesent fee billed to BSE subs s on WP S1-6/1 for 12/31/92 and
2.4 WSI6/2 for 9/X0/92. The total sansgenent feu i

tlvely.

In order to substantiate the asgunts billed to each sub, staff requested in
2-037 the financial siatesmnts for all BSE subs whether billed a snagesent
. fee or not for Jecesber 1932, Also, financial statesents for July, 1392

and DBctober, 1992

i we alsp requested BSE invoices to subs for the sonth of

July and Gct, 1992 with all documsntation that BSE used to calculats the
nanagesant tag and/or project billing; and a copy of all BSE Affiliate

Trend Reports.

Tha cospany objected to providing the financial statesents for all §5E subs

and will not prov
favor.

ide except if the g Court case is settled in the PSC's

The said they unuld, rovide dovalcas fo the projct billing and $-3
nasceannt Too bilLing for those EBE suhe che b1l BAT cb rob. Tom, i
not provide for subs who do tot 5A1L BST at FOC. They have, sbjectod to

this and will not
P5E.

provide unless the court case ie sattied in fevar of tha

Tha cospany ohjected to providing trend reports for all subs for 1992,
They will nat provide until the Court case is settled.

CONFIDENTRAL
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MANAGEMENT FEE

In order to substantiate the managesent fee billed to each subsidiary, PSC
staff requested financial gtatements for all BSE subsidiaries wvhether billed
- a management fee or not for Deceaber, 1992. The Company objected to g
= providing the financial statements for all BSE subsidiaries.

ST I T B s e =200
—_ MANAGEMENT FEE !

- If we cannot substantiate the basig for the management fee biiled to eac!

subsidiary through the incoae statements, we do not know whether the amoll:nt.s

_ that are eventually billed (chained through )to BST frow the nonregulated
subsidiaries are reaschable, All subsidiaries would have to be billed on the

— sase bagig,
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CONPANY; BST V)) \\Q\@
TITLE: HOW THE COMPANY CALCULATED FOC TO

COMPARE WITH MGMT FEE,

el
PERIOD: TYE 12/32/92
DATE: AUGUST 3, 193 FE%E%% ﬁ E%@n
" AUDITOR: RKY

WP Ko, 51-7

RY opinion of hou BST case up with FO¢ for comparison to ansgesant
fee. this opinion comes froa the (3L workpapers we requasted and needs.
to be verified when in Atlanta.

This {s broken down into &) parts.

I. In a8t Income statement reconciliation, it appears that BSE is trying to
show us all costs that are not praject coded, not retained by BSE are included

in FOC. Added to these costs are project coded costs, retained costs, then ~— B o e P

subtract out project’coded costs in the nanageaent fee, The total agrees with
the Incone Statement expenses, See wp Si-11 for this reconciliation.

This Income Statement reconciliation includes the

2, Total expenses allocated under FOC allocation,
This line amount agress with the total FOC in wp S1-T/1 and
S1-1/2.

IT. 1t appears that BSE calculates the FOC in the following manner:
(this FOC is then cospared with the actual fees billed to subs (See wp
51-8 for actual fees billed to subs).

WP 5[-7/3 is BSE's procedures for calculating the FOC cost.
This WP says that “the prisary allocation faffors for snst BSE-HG ocsts

are sub gpersting expanses, salary costs, marketing costs, or equity and
debt.” T he Relo-nd Py .SI' /o3

Explanation follous:

Wp 5i-1/2 i3 a cosperison of the FOC alocation with the actual billed.

The total FOC allocation is f 9/30/82. The total mgmet
fee hillad as of 9/30/92 is § iscussion of the Hanageq’
fee is on S{-5. Discussion o conpirison is on G1-{ . 9 SI-

étizs;s 5':':.': explanation of the FI}C %\ f i tél- C 7 ‘_.. 'ﬁ.ﬂ.

BSE costs that are not prn,]ect coded or retained are compiled by RC &a""‘ '&,3’/? A
(Responsibility Code). These costs are then allocated to all Cw—;on-o va-T.rL.J whifen
bote

subsidiaries based on the factors stated above, e.g. sub operating

expenses, salary costs, marketing costs, etc. ) | g / 3,;,?; v ,3/3?/%} M: 2

Tl »
Mm wf S—/"
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CONPARY BST
" OTITLE: HGM THE CONPANY CALCULATED FOC TO
CORPARE WITH NGNT FEE.

PERI0D: TVE 12732/92
DATE: AueusT 3, 192
AUDSTOR: RKY

WP HO. S1-7

From CE! workpapers wa found the following.
DIRECTOR OF HUMAR RESDURCES.

The tatal costs at associated with the Director of Human Resources

1/ Sl,’l at 9/30/32 vare this is RC U12000. These costs were

/ allocated to BSE subs based on the subsidiaries salary sxpenses from &

?’3‘ coluan called "Allocatin of fliract Reporis® fhind—oubmsbhabubbicats) ;

© added to that is “Direct Reports, Project coded Costs" {hind=Siiadet ——
. L ezt o
The total column allecation of direct reports project coded costs was

17 A oz added to this is direct reparts ! project ocded of -
/& q-2 » total of VJJNMEND Those totals are broken down

~ . into subs, R % for each to the total is taken and that I is
2.0 \ applied to the RCU12000 of" tal to come up with the FOC to -

ezch sub. This is called allocation of functionz! costs. Thers is a
functional cost for each sub that has a salary cost of their oun.

t typs of expen;a ars bere( in this RC? Can “{f‘::d out. g », L
« 2097 L4 10(C) aohacd fn prdininy W P
oL dorse Wy S g7

RESOURCES

5 : The total costs at BSE associated with Human Resources at 9/30/37 usre
28 \/,}_ oI tis is RC U12100 to U12500.
}’

These costs were allocated to BSE subs based on the subsidiaries salary expanses .,
frou 3 colusn called "Allocatin of Direct Reports {(find out what this is); this
o is the same as the Director of Human Rescurces, Howsver, here the Direct
: Reprots Project Coded are not added to the total to come up with a ¥ for
allocating BSE functional costs.

?Ws*v '
The total coluan allocation of direct reports project coded costs uas

This total is broken down into subs. A % for e the
total is taken and that x is nmiied to the U12100 to ¢12500 tal to
3;?_-, cons up uith the | This is called aliocation o 1
v—\ costs, There is a functional cost for each sub that has a salary cost of their
oun,

¥hat are thess Husan REsources Expenses? What types of expenses are

here? I&g R 087 ot (6) clecerdr
57
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CONPANY ; BST .
TITLE: HOW THE COMPANY CALCULATED FOC TO .
COMPARE WITH MGHT FEE.
PERIOD: TYE 12/32/92
DATE . #JGUST 3, 193
AUDITOR: RKY
WP HO. 51-7
PRESIDENTS
The total costs at BSE for the President arehfhese costs are
3llocated based on the Subs operating expenses. The workpapers that we have do i

not give the total dollars of sach suhs cperating expenses. The workpapers that

we hava fros CtL only have the I of each sub to the total. These I are then

applied to the RC U0EGS0 of YRR Thers is a functional cost for each sub

that has & ¥ of operating expenses. ,

These say be in CEL workpapers but we apparently have not requested

thea,
e M
¥hat is RC UOEQOD, what types of expenses are included in BSE here, :
Rey @-oqafok 10(e) - S_.*_.%_z_ — e

HARKETING €0STS

The total costs at BSE associated with marketing as of 9/20/92 were
y These were RC USIEOD o RC UB1340,

These costﬁ vere allocatg to BSE subs based on the subsidiaries
aarketing costs. The total coluin of aarekting costs from each sub
was f I of each subs costs to the total cost is

cale and that is applied to the total of r{ UGLEco to RC USIZ40
There is a functional cost for all subs who have

of

aarketing costs.

What type of costs are in these RC's, - _ 7
P e e L - {OM?’D-C,?7 GQCG”'_) Se. :’g
TREASURY
The total costs at 8SE associated with Treasury as of 9/30/92 ware

These were RC (cannot read the RC's on CIL workpaper).

Thess costs were allocated to BSE subs based on the subs Y1D avg debt
ond equity. Debt and equity were used as treasurey personnel ovarses
backeeping for these accounts.

The total for all subs for dabt and equity as of 12/31/9] snd as of

8/30/32 an the average of the two ars not readable on the pags 9 5
provided to us. However, a ! of sach to the total was calculated anJ
that T was applied to the Treasury Costs at 8SE of cons up
uith the amount to allocats to each sub far FOC purposes.

What type of charges are in th-

R N NS e e S - 3
. v E&c 37 2 (/
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ComPANY 8sT
HILE: HOW THE CONPANY CALCILATED FDC 10
CONPARE WITH WGHT FEE, '
PERIOD: TYE 12/32/92 | ;o
pATE: AUGUST 3, 193
AUDITOR: RKY
4. 51-7
OUERALL

These are the five largest itees that €31 avdited in their workpapers.
There are &4 different RC code combinations that are allocated. We da
not have any workpapers supporting these except for the five above that
wvere found in CEL. workpapers.

plus plu"
equals.» That is 36% of the

Ve do not know thetypes of charges in all these RC because were were
not peraitied to see the BSE financial statesents and ledgers.

Fa 2[31/92 e od A o o
RC V7/060 Auhk tod o AV/e OOW\P—}?TU”“S
i 203700 G ) e S22 o

ﬁ(’_ VU Eooq

U ¢ loaog Gﬁj«,@
Hr &Z 2~ 05 /(JCG) \SuSIS’)
¥ RC Ubrgoo

Y Avy '&W‘?

tOTAL BSE expenses from abov
plus plus
total FOC allecated

S
- o 2
s -
71 e
s. -,
¥l
k .- ‘t_}:' f’ -y -
) -~ ’ o
":*_ »
~ 3 ‘ ' T —
7
.
] & - B 2/
- . =
\‘.- i__ g
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GENERAL e N2e fo Qo 6 hece ,

ficcording to BSE Acounting Directive 005, Section 9.01 chalning is defined as
foliows: "Ghen o carrier ohtains an asset or service from a nonregulated
affiliate that has obtained the asset or service from another nonregulated

sfFilaite.” M i
] ': Q L * .:\. _:'-- -.-’-.. "._ ._M "

Section 5.02 says that BSE requires all intercompany transactions coaply with co N ﬁa SO e s o B, 1
hk.';yh_____ LR

—-n

the Joint Cost Order bacause costs that are included in a chairing ol
transactions that are several layers resaved from the ultisate dastination can i

he difficult to identify,

8SE Account Oirective 008, Section .0l presents the rules for pricing goods
and sarvices transfered between requlated carriers and their nonregulated
affiliates. “If no prevailingmarket rate exists, the price c!urgﬁd to the
rgulated affiliate sust be basad on the JCO fully distributed costing
standards "(FOC).

BSE does not bifl BST directly. BSE bills their nonregulated subs and in
turn, according to the Cost Allocation Manual at 12/31/92, the nonregulated
subs bill BST at fully distributed cost, market or tariff, etc. whichever

applies. W e | - e ey,

BSE bills their subsidiaries a management fee. This fee is @K of the
subsidiaries operating expenses (operating expenses less cost of goods sold,
depreciation and management fee). The total mandgement fee billed to
subsidiaries for 1992 was

In order to determine if the management fee is less than FDC, BSE calculated

‘%é/”’ W uld have beTn if 1t had been used. BSE calculated that FDC was
\ for 1992,

COMPANIES BILLED THE MANAGEMENT FEE VS, COMPANIES USED TO CALCULATE FDC.

BSE subsidiaries billed a management fee were: Mobile Data, BSAN, BIN,
Sunlink, BIS, BAPCO, LM Berry, Stevens Graphics, Techsouth, Bellsouth
Cellular, BMI, MCCA, International Operations Group, and FINS.

In calculating the FDC, the above companies were included along with those
that were not billed a management fee in 1992. These companies were:
Marketing Program, Executive Services, DFINS, CHN, SSI, IntellMssg, Dataserv
International, Intelligent Media, WWW Trials, Retained Costs at BSE and
Migscellaneous costs at BSE.

The Company states that BSE does not bill management fees to companies
"...which fall within the following general categories: (1) chgborate
development entities, (2) recent acquisitions, (3) international joint
venture investments/internationally wholly owned sube..."

‘S-ﬂ? l
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AUDIT DISCLOSURE l

SUBJECT: BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES

BSE INCOME STATEMENT RECONCILIATION

Part of BSE's billing to their subs includes Projects that are specifically
coded to the subs for which the work was being performed. Thils is in addition

‘to the Management fee, BSE also retains certain costs at headquarters that

are not billed as Project costs or considered part of the FDC calcualtion.

In order to determine that all costs are used in the FDC calculation, BSE
prepared an income statement reconcilfation. All costs at BSE are reconciled
here to the Trial Balance. These costs are Project Coded Costs, Total
Expenses Allocated for FDC, and Costs Retajined. BSE has objected to us
having access to their financial records to document these costs.

MANAGEMENT FEE

In order to substantlate the management fee billed to each subsidiary, PSC
staff requested financial statements for all BSE subsidiaries whether billed
a2 management fee or not for December, 1992. The_Company objected to' '
providing the financial statements for all BSE subsidiaries.

- )

As explained by BSE, BSE costs that are not project coded or retained are
compiled by Responsibility Code (RC). These costs are then allocated to all
subsidiaries as listed above based on allocation factors.

The primary allocation factors for calculating FDC cost are subsidiary
operating expenses, salary costs, marketing costs, and equity and debt.

PSC staff requested documentation for the allocation factors. We were able
to see on company site, without writing down numbers, the income state for
BSE. Staff traced the cperation expenses used in the FDC calculation for
BIS, BSAN, Sunlink and Data Serv International to the Income Statements.
Marketing Expenses for BIS and Stevens Graphices were tied to "BSE Maketing
Costs for year end 12/31/92". Again we were able to see this schedule on
company site, without writing down numbers. The subsidiary salary expense
was traced for BIS and Graphics to "BSE Salary Costs fo Year end 12/31/92.".
We were able to see this schedule on company site, without writing down

CONFIDEKTIAL N
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AUDIT DISCLOSURE ;

SUBJECT': BELLSOUTH ENTERPRISES® (BSE) BILLING TO NONREGULATED
SUBSIDIARIES
TYPES OF EXPENSES AT BSE HEADQUARTERS.

BSE objected to our requests for Financial étatements, Cumulative General
Ledger, Cumulative Transaction Ledger, and Chart of Accounts as of 12/31/92:
and a printout of all disbursements over $50,000 during 1992.

Without these £inancial records, we did not have information that wouid
facilitate the selection of a sample of expenses jtems,

PSC staff reviewed an Internal Audit of 1992 Officer Expense Review -~-BSE
All Departments.” The audit revealed certain expenses that were questionable
for ratemaking purposes. See Audit Disclosure for details.

OPINION:

COMPANIES BILLED THE MANAGEMENT FEE VS. COMPANIES USED TO CALCULATE
m'

BSE did not use the same companies to calculate the FDC as they billed
a Management Fee, They are not using the same basis for comparison
of whether billing FDC or less. }

BSE INCOME STATEMENT RECONCILIATION

Because we did not have access to BSE financial records, we could not
deternine whether the Income Statement Reconciliation to the Trial Balance

was correct.

MANAGEMENT FEE

If we cannot substantiate the basis for the management fee billed to each
subsidiary through the income statements, we do not know whether the amounts
that are eventually billed (chained through )te BST from the nonregulated
subsidiaries are reasonable. All subsidiaries would have to be billed on the

same basis,

FDC CALCULATION

The allocation procedures to determine FDC might seem reasonable, but 1f we
cannot audit the subsidiary amounts underlying the allocations, we cannot
draw a conclusion on the calculation of the FDC.

140
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AUDIT DISCLOSURE

SUBJECT:  BELLSOUTH ENTERPRISES' (BSE) BILLING TO NONREGULATED
SUBSIDIARIES ,
. - ql

TYPES QOF EXPENSES AT BSE HEADQUARTERS.

Because we could not have access to BSE's books, we could not select a sample
to determine the types of exepnses, whether they are reasonable for .
ratemaking, whether reasonable to fnclude in the FDC calculation, and what
types of expenses are theoretically in the management fee.

CONCLUSION

BSE is not using the same number of companies in comparing FDC with the
Management Fee. We cannot audit the amounts that make up the income
reconciliation, we cannot. substantiate the amounts that are used to .
calculate the management fee, we cannot audit the amounts that make up the
FDC calculation that is used to determine whether BSE is billing at FDC or
less, and we cannot audit the expenses oh the books of BSE.

Because of this we cannot determine whether the FDC calculation is reasonable
for ratemaking and whether the management fee is billed to all subs
equitably, and therefore, whether the comparison of FDC to management fee is

reasonable,

RECOMMENDATION: - > e

Disallow the amount 0f management fee that is chained through to BST because
of billings from BSE subsidiaries. Audit Disclosure addresses the amounts

of potential chaining to BST.

10 8¢




I Scuthern Bell Tel. & Tel. Co.
; FPSC Docket No. 920260~TL
Audix
Date:  03-01-93
Amended Responsae to

, Item No. 2-026
Page 1 of 1'

Requeast:

Response:

Coopers and Lybrand workpapers, Bindex 34, Page 96, 31
contained a company prepared schedula comparing an
astimated JCO allocation to actual BST billing. How did
you determine the dollars in the "Total JCO Allocation"
columh? Provide axplanations and documentation.

Subject to our clarification with Ruth Young on March 11,
1993 that this request is “Concerning a comparisen of JCO
allocation to actual BSE billing to its subsidlaries," we
are submitting the following response to this request.

The referenced schedulsd, titled "BellSouth Enterprises,
Inc., Allocation of Corporate Costa! compared the 1991
Bellsouth Enterprises, Inc. (BSE) charges to its
subsidiaries, based on a management fee formula, to the
fully distributed costs (FDC) which it could have charged
to its subsidiaries. The column titled "Total JCO
Allocation" represented the ceosat allocation which would
have resulted had BSE~HQ used the FDC method to bill its
subsidiaries. The column titled “"Total Billed Management
Fee" represented the actual costs billed by BSE-HQ to its
subsidiaries based on BSE’s management fee formula,

The comparison showed that BSE~HQ actually billed less
costs Lo its subsidiaries using the management fee mathod
than they would have billed using FDC. BST benefits from
BSE’s use of this methodology when they received billing
from a BSE subsidiary at FDC because the BSE subsidiary’s
FDC includes BSE~Hgs costs billed using the management
fea methodology which is less than what would have been
billed using FDC. .

Date Provided: April 15, 1993

142
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Southern Bell Tel. & Tel. Co.
FPSC Docket No. 920260-TL
Audit

Date: 03-01-93

Amanded Rasponse to .,

Item No. 2-0028

Page 1 of 1

Coopers and Lybrand workpapers, Binder 34, Page 96, 31
contained a company prepared schedule comparing an
estimated JCO allocation to actual BST billing. How did .
you determine the dellars in the "Total JCO Allocation” .
column? Provide explanations and documentation..

Response: In its response on March 8, 1993 the Company stated that
it would provide a response or a status report on March
23, 1993, The Company is still in the process of
gathering the requested information and will provide a

. response or a statug report on April 7, 1993.

Date Provided: March 24, 1993

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

Date: 3-2-93 A

Item No. 2-0026 '
Page 1 of 1 !

Request:

Regponse:

Date Provided: March 9, 1993 ° "L

144

Coopers and Lybrand workpapers, Binder 34, Page 96, 31
contained a company prepared schedule comparing an
estimated JCO allocation to actual BST billing., How did
you determine the dollars in the “"Total JCO Allocation”
column? Provide explanations and documentation.

The Company is gathering the requested information and
expects to provide the information or a status report on
March 23, 1993.

r

L

-7

P17/%x



1a

n

1




7 =

N

‘\
|
\

91

e ,"
i

FJ;———%-’ me

SROSAYYIIOSIA

mmn
TR
ams i 1.1
MG
)
m
T Koot
uavsnas
saTnere
+YIGEN JaaITi —
mmn
oF Vg
5
2,402 aRssTIN
s
(1S3} 3585 MU — =510
158
m
st
)

N
Tive 31008

SIIATS WIAT - a1

/' o A - I G sz apmr . osig
- N .'.v - - -
e G\, DML MO RlneTy iR
R ( q) awr” M ormy @
LY T g — 'lamnm
TR-L al $1500 4Ta0dTEY 40 AOTITHY

’?0'_{ QTN 7% ,‘a}'w

|

:‘ml D VT 200

—€7T %f{“ o 1YY J



- BsE A sfsafr3
éf : Wy “f I
- 5 T ” LA
B T T ]! i T 1 i
g ' i O
- ™ . . .
/ e . ' \
S=E BLS Rk o4
TR or =
213 {95~
’ — e
g R Y o o, . NP0 cotonintd it
- u.lmr !‘Bummmwu _D e !’"3"‘5 Ha Lomtapen o
NI mor WD 4 gw[f.:b munnbos o F3.6 ey Bl
comn ACITOr  WAGHDT I aerncy Yoa An arertbolemins’
NARKETING PROCLANS ' a— ” A SV w:&“—"ﬂ
AT 52D Kakd in datait by G, Elenaicd
1LE MTA Al 3 el f-bt-w e
o Noke: C.vL did net
e +est His ala@:hm b dpd
. a on destiny done. G TRiAN
¥ N0 {Sec. Uﬂifé’ Cvt revivoed
! “‘“4?.3(. V/E rumbers nolr
tTELL 2826 (Dvst) Lot mh.( mirior c‘u
sumfot haol cecrred simce 3
nragey (e “Uet He client Was _s“'
’s hUma woch sub, al nay
- Hhon FOC. fass
1 et 'G*r"f'hef uork.
INTELLIGENY KEhLL *qu atiocoticn Jn Hhix o bor
1 Lo Hham Ha #. Bhouar m
cuazree Hu qfse ez suramoe® 454,
TSNS Qn BSE did mot bl DS ahet L
Ve traq) | Gl did mo ju.#u.
DILLSTE CELLtLaE e odupio
m D calelicfim Jor FNS Hhan hun
vk justed ,0n  FINS won 't‘ﬂ-v:fuu,‘
) LY S'rf:- quﬂ.}}vsi mn-w)
™ TRIALE KRNI ¥ Hao
EEL 0P G o W
g - ra
#FTRINEY ::‘
FISCELLANEONS GNFE@ N E &E‘ﬂi
hoarH
L —] S
CrL )t L -
Sops — jrane
& GTs Ce. T - Co
ST T I 1T /I’
Lr. 147 B _:__ —-]-— ___.cl_-_ BB




-

ISAYZS

Prvnatos, —A FDc

By Lo i

7=
¥ ]

MM;//./Z?

777 €

b £y

‘--PJ LI

e Ve s N

T

;"}"-
T2
o

Ty
Ty

<5
—t
-

b T
" ‘(\MM

1] "A
.
AP

‘J‘I~
b d

3
Nl T =
-qguﬂoﬂ“""ﬁ"'\.f“ e
oo 5 e .

e

y == o m
2 .o s

& - Q.z..:

agrfiaeha

A=

RE3323TICTIRTINT LR ARLL

—~ g

LM )
PEICIN DL AWML [}
Rt o Wi

o

VST O MLE
$IHR o waEz
i
"
ot ot oyl
WEOH &L 10
1519 6 I
A1E13Y B
[11]§]}
wist
WHIN O 5N
A1 1N
AKI9E 0 anain
i
unp
WIEH 05 INT]
HIT
4 Y
0211 o Hlnn
W T Ot
LT
R
WIS T aHEN
i
195110 oL WIS
i
T
min

B L P T TR LIEEN1 (4] S 15y
SISMIT CLNOHY THH 248 WHRS  N0IES JERIRS )i maremr
TNTAINNT SN0 BESE JO BOLIYITTY SIS00 VAMO 4N THRILISNY sy

Nes

5]

e
£150 ﬂ-_—d

e

150 I s SR 11 un o
IR 10T QI LT 1Y S GUTETH  S0so0 derins

=1

148

MM AN AT TR N

41

© 41

Ay

ol wnv{—nmh»{nm-}w I.mv}qnn.‘lv




—

” ¢ SONTIA T AN DN O MR L]
RS S \Y
) c:_i:_u\o »%1%

)
v\g@hw@

®

i

.A. =.=-. W5 I
che
ol nu%

\

1660 "0C NIORRON0 OF Z66L "1 dwvmave
24500 DEVIOLN0D 40 NOLLRIOTIY
‘M I MASTIN

SnopNyIRIsIR
[F1IRPE) ]
silg
40Ty 40 1,101

0
S am
~ o] ]
L1
N30 130051188
oSzl
sHuMNY
YIGIN LM YTALND
mnn
0Tt
i
1,401 AvasYANg
LETRITH
¥ [F 11+ REFITH
188
B 1} )
st
m
{3 JF 1]
v i
SIHANIS MM
SATIZ0N JMLLITIVN

T3NS/ IATdN0)

1708 soflvanns

149




061




1681

0\" J N ()
o Y L
oes, TR s e

A mmnnB o
CONTAINS FROPRIETARY ATORMA
0 Sotn o FE SESCL05ED 30 UNAUTHONATD C. D
PLRSONS 8 15 MTAHT SOTRY FOR USE BY AUTHORUED
FETIOYIES OF REELSONTI QR BTLSOUTH SUBSRNARIES.

GGEAR TO UG2000  VEIOH T WEIINE WESONN TO0 WESSES 1]
g '

Ly

“i'ﬁ ll}ll

l

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

g

(S

I T K

s

5 ,

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

[—

o

U DR XTI



152

¥ T 0z K

G
Ve

C

o T
NORED

RIEIARY

B

CORITINg g1ay

1{ch

IAINS H 4

€ IS0

$HOUY D NP

114 ML

"I'ﬁ"'mmr N
YHEU &
FLRSONS,

P £ £
v et
o

1 SOLELY
30U on

HORZED

10 USE By Aur
[

FRROTI

RIUSOUTH
[]

\

e S

S OF Bl

‘1\\{\ at
(_m /'\.A_/'\

N

*{;/uf':rj

o

* tone

1nronN

PI2EM - 012100 10

(‘\

"

nin

o

uired

NIITIR 9TI008 1O W1IEIN  MRESIDENT'S CLWD .

LIEA e w vew

ATTACHMENT

FOIKQ3W eaz7ea



o~
{
; ‘~ - |
V{6l ok LY ¥ ¥ Aé? e '
F{Ry e =) . f Ab.;..s i
v/ '3CO '@u - 57 ‘
: - 1 - ’_? £ - L W: O"‘f—"-—\
7 _ Faj v
- ;
) it et Do
rlvao B o I\
Y o e » DI v |
- Va) 1
r) i (b oo N gcgrncl A #Y10A
U hdob 1Smefle] Plon 11T b .
Wi o M | Gl LE |- it | (2hachn !
Tl .v A Y Y
15 N
1]
13 -
it
9
0
L 2V
n , LB s :
u T . ) ‘
" 1
-
/-‘l
\
i 153
{
——-—‘l i
i




BSE
Ortnstitin § Fo& Colekile

: OI 7!
P JfGI72

R S 3

¥

a7

i

1

41

i

AL

n u.r:..’,« ccn,;n:}w -'o‘.\as acar ‘




gse L1l ﬂf},dujﬂ
o/ L2y

Lrecopntitio 4-Eoc Colr b £5 V.".;lpf'”

Wil:ﬂﬂl:
COSTS:
EETEGY:

CONPAXT

S ® ]

:i:uxg:g‘mm mo_u%i 0\

ALLOCATION OF
SIRECT REPORTS: - ' %0 FONCTIONAL
PROJECT CODED COSTS

ALLOCATION OF
DIRECT REPOLTS

VARISTING 7ROGRANS
TICHTITR SEAVICRS

YORTLE DATA
DPINS
o1
854
ity
st
THPELL ¥ESG (145
LI
_IATASZRV NT'L
33
aPCO
W aEaay
*SLLIENT EBIA
2REC
T4CESONTE
38430913 CELLULA
L
¥ceA
YoV THIALS

I¥TL 0P GROTP
L4

SETALNED
MTSCELLANEOUS

T0%4L

1

i

SIS ZIIRTISITRTRFITTIITR R

WHICH SHOULD NOT BE DISCLOSED T0 UNAUTHORIZED
RITED -
LS C s S )
a—
1
E01 k02610306
40 ' I I ] N
- 1 ER R
155

- _ 1 -




.é _/g[u./}?

_ 85€
Lovsatiln § FoC Ol d AN
N PV

c o A

STASEOLARY SALALY COSTS /

:}uﬂ 1, 1992 T0 DECENARL 3¢, if92
R I B

COEPANY

-

WAREETING PROGRANS ,
SIECOTIVE SERYICES D5 -
OBILE DATA
bHis ] +
7]
N q
i P
L]

e

58l

INTRLL 458G (1¥ST)
STHLINE

ANEEW INT'L P

INPRLLIGICT wET:
- - L]
§ HMATEICS .

. »

'3 CILLIAL .

M '
ot

31D P GReTe

res
IETIND) } )
oL B
MET Ty %1] f*}‘ 3 — ;? i
AR
COMFIDENTIAL
THIS DOCUMENT CONTAIRS PROPRIETANY INFORNATION
WHICH Sl#lg.n NOT BE mgtﬂn‘u@&mm
. EMPLOYEES OF BELLSOUTH OR WWW
FOLkO2WLO363
0 4 i
N ' i
42 __ 156 ~ i [ "
—rate— — 1
A | I f" -




g

- éi)é:. ES/?AA#%?

Lrurastt., I Foc. Coded s T
U_ ‘U
n//&,
. N-5
BSE
+ SUMMARY OF PROJECT COSTS
FOR USE IN ALLOCATIONS BASED ON "COMPOSITE OF DEIRECT REPORT§"
. JANUARY 1, 1992 TO DECEMBER 231, 1992

’ file name: PRJ1292

i |
b = o
oAU

PROJN ERORTING FOR COOPER 9012000 DIRECT REPORTS): U12100 ul
o5 C—

PROJECT COMPANY I :

NUMBER BILLED SALARIES OVERHEAD OTHER EXP TOTAL

oy = - -

EsS8201 INT'L
ES6001 MISC
ESB8198 MISC
ES8199 MISC
ES8200 TECHSOUTH
ES8202 RETAINED

EC PROJECTSRETAINED
CD PROJECTSRETAINED

L
TR

msmmm‘grsms%mm

WHICH “smmmlﬁﬂm
FelhezWL0371

N ".;;;"["'!' ! [ 11

- 157 St 4’,;
Ll ECS
o e =i[ o




- & A s
7S lwu.]]”lt_ﬂ% 1/ 15/23

F-15

/ S .

¢

ic: UE2E00 10 012500 6\
FUNCSION: FUNAN 2RSOURCES .. .
costs: ;

NETHOD: SUBSIICARY SATART COSTS

?B y i“ B '
AlGcatIon of
CONPANT SALART COsTS 170 TOTil ,"UICTIOI.IB C05T5

NARIETNG PAOGRANS
$TTCTTR SERVISSS
SOBILE DATA
oPINS
]
B5AY
]
8"
INTELL Nesg fTvsr)
RYLINY
PATASERY [¥T'L
ay
3agco
¥ 35201
"SLLIGRNT NEDTA

#A1CS
TECHSOUTE ;
ABLLSOUTH CELLULAR l

)
1
1

ur .
NCCA
WV T0ALS

INT'L 02 snoue

2708
ETATNED i
NISCELLANEOUS I
T
—_—
Ysis a7 wff D — <
M L
CONFIDENTUL
THIS DOCUMENT CONTATNS PROPRIETARY INFORMA
SR S € ST e
:nruntnscrlauauumueu|:Lu:nnnsﬂggaﬁﬁgi
FOlRhO2WIO3LT
Jn
10 i
—_—1 |
) 158 )
} ] -"l""':—-




/8

" 5T 7/5’/?'3

Al Dumto = ASE y,{L/ 1,75

f{\-ﬂ

(Jre.ﬂ ko-.e.‘fL"' WG s ) )t{’k{

(OQ’- T ,,.- 1‘& % i‘/ ut "
© CouTimbic ]ﬂ’ e.\rS 604/ ’QDGJI?AL
K0P 2. [0 . ob- N

4n atl W!_E a‘éﬁ’? mgjf.. “_m-q; § 857 a{.«.a-c- Mears

‘Q:q “,“t -2—0?710 ,ui

WA Vﬂalxuaw i
to s, Arcimplim,. .@&ﬁ ﬂu Foc qu“d

_LW z‘c.,véaw.b .;im_l.....)m_ Foc

@\m\*‘”

-conrmgsnafa'm

QllreTlono

[og )'&MWMM

/Q/,D_,;“J;;) {Jo FoiKularsiol "==~

fote tand & Mt BsE ﬁcuu.ooo(DMu
Nttt Brosinerg oz ) Thes Totet Cost

/JWJ o 7:..~ JT_) ')v...v-b-«'\ ‘

J/J ..,,.z,/_/u....- .;,»Z A /;'4/7' a»ﬂ.../-'«/‘f- -L’- -M’"'"-'-J 7o

'¢U’~ -‘/‘bll‘h/ h"b’ I
,[,;/, ZET'-" | url T
Tfﬂ"‘“’““” do i
i M Aﬁu.J -7

B[S e- 7

___%,,M_SJ:.’_’- ;& 552[’:&—&«?@23!«_

%._M‘*/éf/faﬁ'ﬂy#.ﬂ\ T Ak e 3nlenis
%}Mﬁ: m S8 :c—'Ja_-?g_._Z (N&)L#

’-Vsz/sa. W &3 (7 CT/8)

|




e R, (422/5%
>~ e Ly fy g
z 2ZAIIAES)

iy

F ®8 .

1c: LTI
1281 DZHT /

. FUMCTLON:
5 costs: smm—r
X8TH00: 593“2“" OPELAT.EV GIPENSES

r
GETIATING ZIPDNSES uLLOCATION GF  J
%10 T0TL FRNCIIONAL

COAFANT UL 358 SRS cost
VAGLESING 50003
STBCYTITE BTAVICES i
¥OITL3 AtA :
IPINS
" -
3814
0y
T :
TG %38 gen
iy
NS 190 e B - P e
¥ s = .

fha00 T o
t 3 |

ELLIGINY X300 ! -

JPAIES |
Tseasones
3ELLSOUPE CELLULAZ :
ol | :
NoCA
TS
ML OP GROUP
st
AENINED
SIScaLLANEODS

~
ToTiL 100,808

Folhozwl036S

T )] : .
T o]

___. - 160 - fjé_-__
- | ]




&> SIS 2
_ drrﬁ_/;(_ﬁ QR E8E !V“{”UI" Koy b3
L

z"ID- Koo 2 ) /_-M -\‘-/IJJ‘—GQJ-‘-A//.A..Q Pe LA )

/ Miurdtn FoLkodroles « The Cesto Pl'v% 2
M‘m%MJﬂN&L} 7.;'5\ M%

2s's on o Bulos B FiZicodis /o30S ~ Frmle

,%m_im Vo Al sder Lt b
wlas ¥ N - p
L ?u,% VIl et rme NG

1T
L]

_:___:t' : - S S e e s g e i S R A R |
A ur'y,ﬁ.‘u Aoty Lo lon Nm /
7t %ﬁw gf\ 1;/3//51—1.'?['\ M__c‘wrw-a_\

=t - I- »."‘““rﬂp;-m,...

i .
. ] T

L)

lo. /o 2

te
g
ik

SR

N
t
~
1
P o
3
:

Pty

i BSAN b, ¢ Lo DFY THe
I e y e ; &-4...,.,‘. [ W dv\-zu o, .
O\LW /ti;oz.o,.-..) /Z” CollS oD

e
>N
SN

:
f
4
¥
[

L-

30 - AL U o W




|'-- cé.r E- \U}ﬂ

/ R

: TELE00 10 UEIIO
TPVCTION: KARLREING ,-(\
costs: —‘X
YTEOD: NAREGTING Costé' Qe =
r ]
KALERTING COSTS  LALOCATION OF
TTOTONL ¢ RCHIONAL
CONPLIT KALLETING COSTS (AL 51 §085) cOSTS

VARIGTING PROGAANS J
$13CUTTVE SERVICES

WORILE AT i
01NS
roy -
L] )
Ay
. m.._.,__t‘g-m"
LRECEL
“ILLIGINT ¥ERiA
S2L035TE CELLEIAR
a
o
il 3l
7' 07 GROUP
T1yg
LITAINED
Wt SCELLAREOUS
1\;1 J/
D
ot % _
f‘!’ et tITREITLIZISI2AZIRINILY -
§L'_'.'_
ey
8 80
. . FoLkoaWIn3eE
40
41
—r 162 .1
[ ‘ 1=
gy e 1




s

SUBSTOLARY NARTRTING COSTS
JANGART J, 1992 TO DECRWRER 31, 1982 A /

2/

coupant

YAMETING PROGRAKS
TRCITINR S2AViC3S

_ NOBELE DA%
TN
o]
LA
n
s
TNTELL ¥SSG (THST)
STRLINE
JATASERY INT'L
s

. BARCD

¥ 1y 3eey
[TELLIGENT ¥EDLA
GRAPHICS
TICHSOUTE
ITLSOUTE CBLLULAR
a
1
BT

ey

INT'L 0P SROUP
HLH
RETAINZD

0T4L

- 163

R L

| [
riofl eas |lnum+rru-+~ l,_w. .-.n..wl




BSE
O Q & 657 ‘MW

- 2l

Ko B TTeld fDroandLiry oz :
| :Sﬂ-'ﬁaﬁefctii- 85& ﬁ?ﬁg/z:ootuc,/g% /

(o ‘;.)aa.,._._)/&, Bk # Forkagw 10368 «

M* sl forsrensd
SGL-t bl Jetdoed Lo L f 00 e

msymsasins
X
W o

ok
~0

7’/%.«.—2 M7 CoFs m _L_{_:(_g_ -*fg‘e’L\,
/513 ¢ g dl, A *B5E
:'&,(,{2‘\_ 4.../2:/;1, ¥ aedesd b .  Traid

vﬂwi}—ummwz

!}:—a ¢ 17 Z‘a‘ju D A
job cttd. Nl e P “
[Tkt & et g 9»«.?.1 o BSE pmypr /
fhotl o Yol ' Cn TIE 4 Pk 9
» l
37 sl
,_~ 164 3
! | R q-




- Bs&s~ % 1o /53

M;.Z Foc thc—a)&_‘ ol e
LT

* | A~ 4l

aly Une0 fo oINS, - (s .
FUNCTION: ““’.P_‘,'. l& : %/% & a‘ /

£0sss: :
WRTHOD: AYG OF CURR WAT QN U/T OEBT; M/P-APRLLIATES; l;p-grnxl; 6DV PRCH AFPIL.; ISTSaNED. W/2; GTHER L1 DRAT; 4 WQUITI

DBAT & RQOITT ot OEBT & EOITTar | : LiLCATEON OF
rays 13/31482 " AVERAGE FUNCT[ONAL

CONPANY {DOLLAZS IN THOpSMDS) D 510 TOTAL E’
4

Aennsmnan remamanaa remmae. Atmmassm. - mane suma

VIRIETING PROGRANS

T30S SRAVISES

WOBILE Mt

arINS

cax

38ax

Ay

o1

INTELL W85G TONST)

SINEINY

. JATaszRv fyey
¥

12

1Y BERRT
“RLLIGENT AEI4

2Ies

(ECEE0ETY ,

JELLSOUTE CELLTLAR . ¢

e .

secs

YW TRLALS

INT'L 0P GRODP
PINS

ARTAINED
NISCRLLANRODS

toTas

l// o EQSMMS Blanler

ao ook i ‘1130{72_,

CONFIBERTIL " ppemmmnec

1 18 NEANT
T S s
Fraez W in3iis
" | | .
o o ) :
« 165
4 ‘1 1 1 /.




N
\
IS
| &
1
(VY

- I

i . e 0\
ETRCTION: AVP L COEPS o

2051s: X
XETROD: CONPOSITE OF DIRECY 1EPOLTS | |
bIaect aewbtS: “ALLOCATION 98
ALLOCATION OF  PROJECT CODED r %0 PONCTIONL .
couParY DIASCT 12RO msts —  whl ]y wnL T sts ~

LARIETING 7R0GRAKS
SLECTTIVE SERVICES
XORILE DATL

bFINS

CEY

FE

E)

-5~

5T esg o
o | SO
satarsay feeny,
2
1 3
“ELLTEIN YD1
s
~2¢uzanes
IZLLSO0TE CILLPLAR
2
€0
_afl T2ALS

it~ I

et 2 G300
FIXS

3ITATAED
NISCELLANRODS

TOTAL

b-t
“m'ﬁm m.gncmn‘%nmm
EMPLOYEES OF B2 500 e s "am F
- Felapzuw) 10307
T | |
166 <)-N
—— l M=




-

n, fo/u/r%

v Inpfud@d in
rCakd 9ol Y-

(=18

file pname:

N PRJ1292 B (AR ,-.._..,.. 1
Overhead Ra 'Hf:’ q:
&@ﬁ EF@.W d L ""-En

PROJECT REPORTING FOR BREWER(U71000 DIRECT REPORTS) U71100;U71200;

Qgﬂ

_BSE '? . '
UMMARY OF PROJECT COSTS
FOR USE IN ALLOCATIONS BASED ON "COMPOSITE OF DIRECT REPORTS"
JANUARY 1, 1992 TO DECEMBER 31, 1992 ,

U71300; U71400; U71500; UZ160Q; U7170Q; U71800; 00)
PROJECT  COMPANY
NUMBER BILLED SALARIES: OVERHEAD OTHER EXP TOTAL
ESO100 TO MISC
ES0105
ESG106 BIS
ES0107 INT’L
ES0108 FINS
ES0109 BSAN
ESO110 EX SVCS
ES0111 SUNLINK
ES0112 WWWT 8¢
£S0113 TECHSOUTH E$
ES0114 BSIN : E
-ES0113 BSHP x 8s
*ESO116 BSNM T
ES0117 BSHD 2A zEs
ES0118 INT MSSG . £EBe
ES0004 MCCA p)  2if
ES6081 BAPCO : EES
ES6082 BAPCO ) Es
ESB083  vBSC R =
ES6084 BAPCO ) g2
ES6085 &  MISC » 2=
ES6090 s gz
ES6093 MCCA X gz
ES6095  .BCI v
ES6099 AIRCALL h
ES0037 AUSTRALIA
VARIOUS INT'L COS ')
ES0048 SUNLINK :
ES6056 RETAINED

VARIOUS (RCINT'L COS
VARIOUS (RCINT'L COS
E57135; ESTRETAINED

ES0255
ESADMN
ES0140

EC PROJECTSRETAINED’
CD PROJECTSRETAINED
MC PROJECTSMOBILE DA
MD PROJECTSMOBILE DA

“redaine
comera.bv-l. """"

l

AIRCALL
INT'L COS
MCCA

lhxuu%)‘x 15\
(e (23) _
trob ke daka_ / v 7~ Feliczw1837

|

N %] I3l )
A : =
: 1 i 7 é:ij
| 167 7=/
a ..,?.. -y e J i 'E 1




:..mﬁa:
= 8LS 86 -

'-'-'-- " f.'_"s-i{afh;.'_. J;M@_&ama,_

l’ ' . cnoome, A',
VP’C’ ] %mu:mumm [
JILLSONTH DNTENPATSEY, Dyc. PERIOMRIT U6 MANY SOLLT RN USE BY MM
EMPLVELS OF BELLIOUEHN Of SELLIOUTN SURSIDUMEY,
N ﬁﬁﬁ:’ﬁ?&&:ssz D " 5 &9
U ol L ATLLE
toumn QG nuewmaTmr  arron ’)70#: oThs Wip Canpaisn

wrrerng mocisesS-| “ achual ROMOGurand d‘“’ bittd
b oltewibic bitkaay. ¢alwdckd
ak Fhe.. Since 856 hiudy
subs aonin o g 2

e sub’s adyuskd cpuoty

FIRCUTIVE SRRVICE2
SORILT ATL

b

- & pinen (o duneribed om
£ . v B wit 54 s s TlisrepOniddt
-1 Paasdad o tmnua. - 8SE
fnt w b-‘u.-'n7 oF ot wumdu DA,
TITELL AS5C ffves: ES'E pevsenrel pcuﬂ padicuion
2 OMM-}DHLLA%,JQM'

Whose contnr chas. inks degtadien,

AT I Shaylg billrope 4o Hhuns o,

7 Bt Avone. dham e ollowed
v o MDe. ) ,{;ﬂunda, wido A
o 185w of ,
IITELicINe i CAL aottd thot += Fhin
v oumes e %v;f-z
- At I‘??.‘L a‘fﬂ-f
e — onr [maf thon FOC d“"
MLLSOBTE CHLRAL ot suha,
P - \m\.-. DLU-MM? Pd-' Suppod-
™ i : Oﬂﬂ-’-bpm L updats o
0L o7 caowr “"‘W %!cu -end ,
253
(mosee Pl ol 't TIm e
A1sCrLaxfons ~ Eﬁ " g g[
£17
T

ﬁ 1) -3 E

-0 S S e .;:._; 1

g L e
= : -
- 168 . 2 5




R
Ra—Q-—N
':?al;\u-wmfﬂlp

L A% :

y N2

% ;

i

y m

5 L T TR T TH .

A S LTITIY |

WA 0 gELSEN ;

i [} ) &

§ , Hitia 3

- LoV l yi ) . an e

. e . LY. . B 4

. 3100 4 TN 06 anal sisvon NN BN~ =8n= e HEVTE P+ 3% A b :

me SISND UV TS NE WIS AGIIN LTI 15 MO | sLS® M0 MONIM LN WIINOANR 4N WS 0NIT SIS AT e E

@ TILINY SEU DESE &0 BOICPXOME SIS0 E3RLY JT1  Woaolllewr oy W IS0 S1a0D LWPVS 136 TEOIILNT SN : o

. \qu um F Gﬁh e Py . ’ JONTE 20 10 31500 SYTLITAMTZN ISE 43AITSNT 1Y A0 Ea:..m.m.. T “

R 1d’ - _\624 favopeg A v . i

334 B L e L Qc... m * w tlg K] U\ \IN Qn : U Ql} w

—

Wy

Unb
Yoe s

¥

J

L
a
i
€
4

Q-
N ‘r"!r'q'-.«-r

-5
oy

AT

Y
"

~

R

i3 & pompyg

HIEE LTI
149 s, 5008

=3

Hit
Hitia
HiL
wHI
AL B Wb
T HHN
" i
i
Hiln
(T T
[ R ]
i
. ML
OISR 61 AP
LI 03 JIKI
#4234 0L i3t
I N
iltin
. min
TSI 0L 4510
I T NI
TR
o
. o
SHITEL 00 0I5

i

wrdeiide st e etk AT Cemay T ke

l‘...'-.-o—-..-M-n-.b'-l- e kg wt NGl sr vt e bt e

oy
i 4D LYy
S et N T

- -FOIKREY PR2B42
Gt ™

\ 5
@ dr..«.&% ay
o deg 0 PP
pdsdugy g paby-y

Tapd Y
 dandry Je3 hvopog
hdadwy .wt.ém_‘m

ZZ4

169




170

——— 3
. »
Rrer i3 ’;

NSTUERE B < g1

N

%::.,M__%il Costs_by L0
(2/34az Y .

—

. i
AL ——ee U | S . o
i i ]
! FoTT -
K - S O I | S | |
! i
! i I | -
! B
g t
o — - _
i
T | K
‘ N S -
i . — —_—
i : f
i i l
i | [
%0 1
) |
T '
i L _— —
% i
it | o e

H
1 N
LIV Sy S, =500 o G
. W
B
i . J
——— ] - ——
o i
e e —— e = oo o -—

i i
. f

- S R

o i - S E b — .- B T

(Paphogudiy 4skd b
f?lC Qu (anﬂo.b(?

i Clicet. oo o doda | on 4o |5k Yrale fadab.

Jde e wlein. _pejnec

e voniow  oube..
ke ' Jhe

&h‘/’ Cue LOMCA@ " ({2 Y

S o .

S Wi, - OCkaddte ||

| ieino S|
fi L4k Al ofomod fedl

FOIKBOV 202043
(o §



K&

Dfrt‘a:/‘i_gfﬂc‘ /:ﬂl‘nﬂdh

—




ccccccccccccccccccccccccccccccccccccccccc

W

HWH1GE 0F KITIE  a00tiD

=

¢
FOiKe2d edeal7
Co M\L ('_)

ShoarvTIaaeIa
WaIviae

s

4813 40 1.41)
!

SN

o

Jwq.
A1) MEDSTIN
UMb
8NN
Y1018 W51V
NN
0nYe
si
1,100 L3snv
B 14 1
[1s21) 9582 13401
158
it
sl
m
Sulid
U T
SYBATES BA2EMORIT
b1 L PTG 1 1

nnnnnnnnnnnnnnnnnnn

TIMINIS/14YdR0D
18N NOJLYRNDS




l ]

I}

oii0s ol ulidh  biSi.e Ny

TN e R O T TR 211 ik 17 OBE35d O JR2isn e0eese WHIR Y SBH 001130 Ol Qediin

PR VA S gt

173




uuunn—uuuuuunnnuunnuunnuun«nnnuunu"nnununuu«nunnnnnuuunnnuunununn

[
; .
.
. .

witia Witk Hiiila GL AR WL ol MIEGE OWIilS ol 00330 i 00590 GORCSA OF MODEM  G0GZ96 OJ 0835N

NI WL 6T wezia B 11

{

174




ray

175

1104 |

VILEH FILTG0 50 UI2120 923000 70 W10 PRESIDENT'S cidd .

nin L] Hin UL

I




. R

BLS Bu-ili

-

v A.MT.CGM_&&M,&M{NbiD Lo Cocle
Z{3lqz. ¥

-
=

jl < - a—mas _‘:-_ -

; — -
q- .
i . _

(14 15 -
th ii
q,*-—l—--—:-:—--— —— — b .
A I
- . e e
: |
17

S N ———

= - . _
4

R - T ]
4

5 i e

‘ ii = e —— e

P LH

” I

l 3

il ’

"

i

i

i ]

Py 1

:

Qs WP Survraguizent

MmpM¢% 5t

mlm_lo.bm

=

176

FOIKORN 082841
Con

®



£, £9/12/53

botat—

177




s . AV @7;.;%;3__
L epm b ? 1 Foc G 2. —
TG
[ . C &

I¥

ey
it o,
'.hl-

(

nim

s g,,zsfuﬁg%j%_ggymrmm
)

ALCOCLTION OF  prNReT pPORTS:
. ot B llE_S mjicr mn,cggs

© sitecation or

FOXCTIONAL

s L

SALIZTING MROGRATS a3, 1
RLICERIYE anavicts
10LE un

o

o

[ :11]

i

tiH

INL W3se [Tusr)
P

bATASSRY InreL

It

%o

o
TuIene e
.3.'3

luummum
wi

oo
Ll 111

'L 30 caone
]
HsCeLm

H)

TIVTTRLIR

hio

T0TAL I I'III'I.I-

1701; oo WP Shown allorn fréte 5 Aer- HR 4. et
b¢1 &:b&d:ma Project %d Cod Ghave ane adedrel
ELONTPRE S VTR W vy > R v T calcutais

% pu .!‘r.rbgidra,\z e olece et

g#e'f"mﬁ At

locokd  Buned ‘m subsidiane,’s Jalon, coato whichvst
o & oltecets ¢ gra,, HE Coots, yiaor
n #-vcx.f- HR auiatesr 'ﬁf

Soma. . mothod bSed gn 3.
mthod  ftemias ag0omabt

satay Ly prwac 4 o-d.pu:.hj,

[

o




.F BYE ﬁ’; lo/31 /1%
Ot 1) FDe. Cote, v L
4 IUU’;/ I/

/ _%L-O..::_BL:- i
_ Tz ia H___CD&WL
, OO '\
T e

.’Pf‘;b ﬁ EMPLOYEES OF IELLSOUTH OR BELLIONTH SURSIOURIES.
. i}\dﬁ” 'ﬂaki Vi P Cornpai o sdcwa,

conran wnL
KATEITING PROGRLKS costs b s«-bﬁdiﬂ-:g. S (et S
::mz::?:mmu conna 2cl quea 34 uk:-‘- oy N*-:
L sk Pt taclad s i A
2t b it oot sesce
i5u ot lade . Salouy wnts. Jha % "2 Qre
2 W G e s
o DAt e do swmianiro, alatey M‘*:;Vd?b
atism allocate FE “sto 559 4310
it Y V- Aored b0 chiort schedak o
e v Sedlavy cashs w}n‘d\ i drava
, 1 ! )
IRTELLIGNT Y00 ;
cums \ Liru:}ht from Ho FACTS Syghn,
masom cxsut / Mon+‘~l|1 Supplomnted Doka Shecks .
) A v Wy 1OF) ¢
L'ﬁu ﬂnu‘;f o u:r.pf"og/
IT's oF stom '
s
s
nors
& $ g F O I &
CONFIRENTRAY
. Arissld I Lt
.
) %3 ae , .
: Lo E CorepE
' : : 4 N FOLKe poosA7
- i e Coop
an ’__ ’ ) - -
ar 179 - -L-—
I i _ ; I




h CONFIDENTIML :
: MATION t \
MENE CONTAINS PROPRIETARY INFOR
o PRC Mo s SRS ey S
— S F BELLSOUTH OR BELLSOUTH SUBSIDUARIES. L '
BSE
. SUMMARY OF PROJECT COSTS : =) » -
@ FOR USE IN ALLOCATIONS DASED ON “COMPOSITE OF DIRECT REPFOITS" o —
©  JANUARY 1, 1992 TO SEPTEMBER 30, 1992 O ce.
file name: PRJ992 m
Overhead Rate TR.76% 3:~
. v
PROJECT REPORTING FOR COOPER (U12000 DIRRCT REPORTS ) : UT12100 70 1112500 q
PROJECT COMPAXY — D E a
NUMBER BILLED  SALARTES  OVERHEAD  OTHER ENP  TOTAL Nﬂ,ﬂ»
____________________________________________________________ L
ES8201 , INT'L é) _
ES6001 : - MISC
€ )ss198 MISC
ST ES8199 MISC \K

2} 58200 TECHSOUTH

S 8202 C RETAINED
%a PROJECTS - RETAINEDH -/,
E{Ezﬂ:n PROJECTS RETAINED J

-
[ —p=3—3—3 -1

g P B ‘R’ ,
ey ot Hhat hauve cleac bee Fuajx-c{“ Hlleed
!i?.’;;s‘.;j 4 a sub. m QL burﬁ Arfansd /Q/ 4s5E, 0@0{‘2 ,4 - )
?ﬁ?ﬁ’ - howt heen addad H  Hhe olloca t‘mt or "f«‘ f‘éwc "“%::"‘- .
A wofp m 43.9 b onvuve @ btel Salary cootr arlefel

‘h)- e Ao~ M2 . Jotato o fherm ceneef .(9
54@ 4/3.9). ﬁ,y; woﬁ%c‘/‘%oti}

43 .98

NOD
MevdTed

1



——

M Lo

| PSR

ot

-

I
Loatn

| 8 B T e e
H H | H . i i ' ' .
= Y e dee alo o oo, - o e A s
3 ' H “ T 1 [ 3 4
! g ' ' ! ! H i
t i g 8
] _ : H . o m u
T S S e i -
! ' 3
.53 B . I ot i B
M : ‘ Pl ]
i ; ! ! : | : !
P " T ; _ T “.
a . S [ DR L _ fl _ 1 g
“ T _ o : f
: P : T L R |
i i, ] | o | p I |
—- S oy L T =1 : ke laod
i 1 _ (. I !
. i H 1 o ! H
| ] I _ i ~
; B [PERPE e | p— f SO WU I P e | P,
I i 1 Aq. |
W i ! _ 1
H ) H H t!_ :
e P _ : M
I ! T J
i j : )
0 ) A i | .
: i ' b I
' . : i [ i :
i b S T L m
} H i . g
i ..._ i . b _ i _
: ! i ] : oo
] t
| “ .
_ |
! _ ]
- S O T R T S
] I
= qreas it b s LTt SO ity IR R D ey p—igr Pt ik St = o]

181







B Ble A 20/21 43

el L JG 70
AT

¥ ¥ [ T | [ T
\ ' ‘ :

\

A-i5

} o —_——

L DOCIINFW® [t jen. TRAMETARY
-~ - -
' EMPUYEES OF BELLSOUTH O BELLSOUTH SUBSIUARIER.. : ;

otz : J/ua wfp howss

‘ . . Cofew fafiom 4 alloc
v uuﬁ%ﬂ NTm T s HR cosks bosed M"‘VH
' Rl Subs. salang coots %5,
Qhese Coots am jsp
SROMOGNS b ke
d.t.i:d-(-j Undid s Asincing
FHR | et seivas
Aeomobe bo allocol

sireerisG 2pscuv: A
. SISCPTIYT ShevICES

WAL un

orixs

-—m.--r& v ——— ""

INTECL X556 [fwsf)
it
sty 1y,

i i conts board ene
¥ it ooy aupamse, OB

ALY iy

asfades fo -b\m.PLa&atl.S
L-LAPECE

+ SQleny) s pivac a

m atn ndicafi e “3 Hal Al
I.ga )Z' ;,v..p-lm.az,uaf.
ELE fbr 0 4

ML 39 croor
s

e
EISCYLLANIONS

™oL

—_— \ ‘H—: . o
TrEe A
— - FoIKeM .
o
e I E =7

-




e BSE J%L/gjb.r/?'z
9:::. pn g Fpe. Gl YAy, /b[ﬁl
0 L O N RN e

< C

Presidint = Costy

e
e Atinca o 45

"9

THIS DOCUMENT 4N ol . =y STORTION
WAOCH SHOULD HOE IBE T + b - WIKITHORIZED
~ mul&uwtuu.muﬁgmm )
- YBL Zzo.((: oun WP houwad
5 g . . .
rorctim * q buokdoun g P sidend's costs
itk P
" smnmmmts atloably 4p Swbier oioluns,

T 10 WL

o OreaTING IX!IIIB LLOCATION OF
[ TH 1L Lt e

AT ZRoGhS
SIECEILYE SEAVICLS
SOIILE Mt

L]

=]

iz

in

BN o T e o

350
INTRLL 9856 (InSD)
SonLIr

oy e’
hi
o
ey
4 LI
. NS
Ticrsootn

iR
L1t

bisslisa
RISCELLINIDES

l "')" —
2= 43 8 - _
il T f oo i : s R o
; _[% § e H._]!_ ' I“ e FOINEN B82849

[ i 2| ]




ViVl ).’b /Aj_:_,_/gg

3 ) ITALN

ar
WHM“_U

C \
H 7 & _'
30T allycod om "“MM@
cekznt i 352 smus) corts ©EBE IR b .
SIS st = Subs. basd en  gubs’
wr mrohading comn, : :
o :::“ be, o - ™ "-—-u-"—gq-ev,
; o JheD athoe!
it " asmabl i ok BSE
'ann::lﬂ“ (tast) Ho wpoid Sumd  reoie
MY [y TR j“‘ Mc.,..h.ﬂr:j e
us
e Gushs. e ol
l_'-:‘:".;gmmu , Lcwrb.&.
sy
RELLSONTE COLLL
n
"
Y e
9L a7 caoar
s
Eemty
ATECTLLARRON
AL
<
tons
&7
~rpt
m ﬁ
CONFIBELTA
. 43 .n
Y Co—tr i T {
N . SR o I O Y | R FRIKSM 02854
Ty "’”#rr‘”,’ Co
“ ||
© . 17
N 185 s W
: ] ] | “]
l1 7] -;zlml.u.‘:-." . -:\-wlaf.n'u'




- ASE”

£ tohataz

a"’/’ﬂ?FOQ cﬂ;,

S B(S Bt

[/ / Lo
terias

\

T . Mgy

e S

" STSIOLARY MARTETING COSTS PERSONS 1T 15 MEANT FOR USE BY AUTHORRED
LUy 1, 1998 o sorvooma e, g CHCTEES OF ML 3001 08 1

v e b / 5K
cazry i ‘1 ' 9,53/ fr o

s mostar; D4

" A—-S"T:

¥

QJ\LW- [ P
fide - ) wheaa.

SL5CORINE SEavIcts }

0IILE Mt

4411

b1 .

w ‘

elient-prepared me

ot v (s V- Aj"“d" T cliab-plep 6"”‘[ r“ffl"“ﬂu_
s ) ATeith o S MM““MH 38 Corrrede .

o Aecounti .nu/o excepiva.

i s excephin

IS 1L - _

=

Swom e 9_@ Ohis Sk actumcd aten

Caret o onds by &bs'i&'ml_

WY s Y corniad aven Fo ol -

s or e v Hae  huakdblon by, swh, »iongonpitzd |

i Ha D5 ou Heae word b allocats

) MLM Arlakee covth xd.l fha JCO
f caleotation /
™TiL

L CONFIDENTIAL
SE_ SN LEHHTRIT
= SEmmn =




e 7"\:"!'_‘~t. y 1wid S

C‘//a: 125~
o |

!
| ‘
— .*__l B
; A . ]
L] I NN
cooene MRRIY ; ; =3 ena-RREE D o
e ITRMRONNGS 2L
C o emngdewe 2 f’w‘fﬁﬁ"" girderes A oom o 0! 26 AR i 4
G (Shnf 5023 /
AW wosou -y 27 oI com F o0 Th wop 0 Pt0g K
- " ipdn AT *la oy SN . g prowD o
- 2efo5fp) e 1D gsu 2+ Awby sug joek
( /). 4V Pynba’".\')x

oy 4 sy 4Tt oL

Ipjiefel @ by

g0 B2

-cov <dlc AP S

2TSELITLALTLLL

=4}

E
W0 WasTE

S
587 NN
i baried

L1381, 56k SRl

en
LTI
18 KIE
u;i;i 56 S sza&*taunﬁiz Ty B
' MO T

vy G b
o ' Mm‘&rr-:rgrp 'g:v :
bopwso

o s e 3
g
| |13 i

.4 18
b 556
o
“E"’
R G ]
SENANE WL
e




- _ 7?0# BSE pusmad (
{ ﬁw . A L]
.- BeliSouth Ent:;prlses, lntt:.F P"‘ ozjd.uw 5 v, M:" fs)
9. 7% Analysls of- anagement Fee . a.1%.
{\7/ Faor Compliance With The JCO peaforning fha

-l
.

~6.

37

189

Review the BSE-HQ Corporate Structure for changes in reporting structures,
division of responsibilities, or functions performed by each group. If significant
changes have occurred, update the allocation methodology to ensure ail costs
are allocated using the best cost causative method available.

Review the current list of BSE-HQ subsidiaries. If new subsidiaries have been
added since the last study, they must be added to the LOTUS spreadsheet.
Additionally, ali changes as identified in #1 above must be made to the LOTUS
spreadsheet. -

Obtain a Sequence 17 (Trial Balance) from BSE Accounting Services,
consolidating worksheets from FAM-Consolidation staff, and the payroll and
marketing costs summary from the JCQ coordinator. Input the management fee
billed to subsidiaries obtained from the. $equencs 17 into the spreadsheet. _
The primary allocation factors for most BSE-HQ costs arévsubsidiary operating T
expensas, salary costs, marketing costs, or equity and debt. This information e
can be found in either the consolidating schedules or the marketing and salary
costs summary. Enter this information for the period under review into the

'LOTUS spreadsheset. Refer to the following pages: . Em

Request BSE Accounting Services to run the following reports generated from  E&imw
Information Expert (IE): .ot

* Non-project coded salary expenses Tab E

* Non-project coded other expenses Vo "Tab F

+ Salary and non-salary expenses for ES projects ~ Tab G o .
« Salary and non-salary expensaes fér EC projects “  Tab H

+ Salary and non-salary expenses for EB projects . Tab | m
« Salary and non-salary expenses for CD projects . Tab J * &
« Salary and non-salary expenses for MC projects Tab K *

» Salary and non-salary expenses for MD projects Tab L &

Note: Information Expert is an MSA report writing package that gives the user
the capability to generate reports with specified parameters,

Reconcile the IE reports to the general ladger to ensure all costs have been / (
identified {See W/P A-3).

. The |E reports for nonproject coded costs includes those costs that are subject
0 recovery through the 2.1% management fee. The report contains two major
sections: (1) non-project coded salary and wages (see Tab E) and (2) non-
project coded G&A expenses (see Tab F). These reports are in order by RC. ltis
important that salaries and wages be separately identified due to the fact that an
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overhead loading must be applied to salaries 6nly. Enter the costs from thesa
reports into the LOTUS spreadsheet (See Page A-9 for an example of the Table
where these costs are entered by"RC).

7. “EC" projects are used as a means to track certain typas of costs for cost
identification purposes as well as costs related to specific foreign subsidiaries
which cannot be billed currently. The costs which ggg used for tracking
purposes only are subject to recovery through the *s management fae.
Because the costs have been project coded, they will not appear on the reports
of non-project coded costs (Tab E and F). See the memo behind Tab H for
procedures in analyzing and aflocating EC project costs.

8. Obtain a copy of the YTD BSHQ general service bill for the period under review
as well as the January bill (December actuals) to BSE (See W/P A-8). The.YTD
bill and the January bill must be added together in order to account for each
period since the BSC general services bill is issued one month in arrears.
These bills from BSHQ represant the allacation of thelr corporate function costs
using the JCO allocation requirements. Each bill identifies the total amount due,
as well as a detail of the costs by department. Because eachbill identifies the
ts b d ment, for purposes of the , these costs
are allocated first to BSE departments and then to BSE subsidiaries according to
how that department's costs are allocated. The detail from each BSHQ general .
service bill must be entered into the LOTUS spreadsheet._(See Page A-7 foran -~ev—. .
exampld of the Table where these costs are entered).

9. Obtain the detail of all President's Club costs (see Jab I). As is the case with "
*EC" Project Numbers, thess costs are not billed to subsidiaries and thersfore
are subject to racavery through the management fee. The Prasident's
Club is an annual conference to recognize The 1op marksting personnel
throughout BSE and its subsidiaries. Therefore, these costs are allocated based

___upon the marketing allocator. Wb, caL Mok Sy e =

10. Several RC's are allocated based upon a composite of their direct reports. An
example is RC U7E000, VP-Finance (Ron Dykes). The costs incurred by Ron .
. Dykes are allocated to BSE subsidiaries based upon the allocation of total costs (’ T
(project coded and non-project coded costs) of his direct reports (RC U71000, . -,
AVP & Comptroller, RC U72000, Director--Financial & Business Planning, and i o
RC U73000, Treasurer). The allocation of non-project coded costs for RC's i
U71000, U72000, U73000 is obtained from the LOTUS spreadsheets. The .
allocation of project coded costs to subsidiaries is obtained from the |E Reports :
obtained in step 5 above (Ses Tabs G-L.). These reports are in ordar by RC and ( s
list each project which the RC charges costs to. The reports have two sections: ("’ "\)
(1) project coded salaries and wages and (2) project coded G&A expenses. All <= _.
project coded costs for the direct reports of any RC which uses "composite of
direct reporis” as an aliocation methodology must be summarized from thess IE
reports. Pages N-2 through N-6 summarizes this information for the applicable
RC's. This information is entered into the LOTUS spreadsheet for the applicable
Sggo(gsbe)e Page A-36 for an example of how this information is entered for RC

A
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11. In bliling out project billed cost, BSE-HQ uses an overhead rate ompplied

to projact coded salades and wages. This overhead rate is analyzed at the
/1 - same time that the analysis is done (See Tab P), All employee related

costs such as benalls, payroll taxes, and occupancy type costs are included In
BSE's overhead rate. The doliar amounts of the ltems inciuded in ovarhead are
obtained from the reports behind Tab E (for compensated absences) and Tab F
(for G&A type costs Included in overhead). Additionally, some overhead costs
are coded {o EC projects for tracking purposes, 3

12. After the analysis is compilated, a reconciliation must be performed to ensute that
allocated costs do not excaed actual costs incurred (See Page A-2 for an S
example of this reconcifiation}. -

13. The final step in the raview process is to compare the actual management fee

billed to the allocation of costs te subsidiaries as prescribed by the JCO. Sea

Page A-1 for an example of this comparison. For those subsidiaries that bill fully

distributed costs (FDC) to the regulated affiliates, the management fee cannot

exceed the allocations as detenmined through this study. Those companies that

bill FOC directly into regulation are ldentified in the CAM. Those companiesthat __ ..,
R bill FDC in a chaining transaction are not identifi&d in the CAM but also mustba
' considered as well f the management fee exceeds the amount as allowed by

the JCOQ, steps must be taken to ensure that the excess amount dogs not enter

regulation through bilings by the BSE subsidiary. This may include a refund of

the excess amount to the subsidiary of lastructions to the subsidiary to retain the

excess amount and not bill it into regulation.
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