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PART IV

(a) Documents tiled 3.$ a part of tbe report:

(1) Financial Statements:

Rep)n of MaDa.ement
Manalement's Discussion and Analysis of Fmanc:ia1
Condition aDd Results of Qreratioas

Report of Audit Committee CbainnaD
RepJrt of IndepeadeDt Public AccouulIDts
Consolidated Swemew of IDcome
Consolidated Ba1aDce Sheets
Consolidated Swemenu of Sbareowners' Equity
Con.'IOlidaced Statements of~ Flows
NOfa 10 Consolidated Financ:ia1 Statements
Selected Fmancial and Opera1i.ng DaIa

(2) F"maDCial StaIeIIlellt Scbedu)es:
Rerat of IDdiqleadeDl Public AcCOUDIIDIS
Report of Other Indqlendeftt AccoUDEIDIS

V- Property. PlaDuDd EquipmeDt
VI - Accumulaled DepreciaIioD

VIII - Allowance for UncoUectibles

•

•
•
*
•
*
*
*
*
*

19
20
21
23
23

Schedu!es omer tbaD tbose li.'Iled above have been omitted because me required iDtormatioa is contained in the
flDlDCial s1alelDents aDC1 notes memo. or because suc:b schedules are not required or applicable. Separate financw
SlaremeDts of subsidiaries not consolidated aDC1 SO perteDl or less owned J1etSOIIS are omitted siDce no sucb entity
cOllSlimres a "sipaifiClDt subsidiary" {lUI'SUIDllO me rxovisioas ofRqulalion S-X. Altice 3-09.

(3) Exhibill:

Exbibils identified in parenlbeses below. on me widl die SEC. are iDcotporared berein by reference as
exhibilS bereto.

Exhibit Ngmhtr

]a

3b

Ceniftcale of 1Dc:clqIonUOD of me RqisalDlasllDeDded OIl April 26. 1991

By-Laws of die Re.iSU'lDl. as aaaeaded OD Juuary 21. 1987 (Exhibit 3b to
FonD lOoK fel' 1986. File No. 1-8612).

No iIwnmleat wbic:b deftDa die riPts of boIdIn of lOlli_ inte:nlW'i,'e term
debt of cbe RqisnDllIId all of ill CODIOIidIIed subsidimel is flied belewitb
punaaalro Replarioa S-K.,lrem 601(b)(4)(iii)(A).~ 10 dais te.ulalion.
tile RqisIl'lDl bereby qrees ro fuIDisb acopy of aDY suc:b iDsInuDeDl to !.be SEC
upaa requecL

• Inc:cqxnred beIeiD by refereace 10 me IA'fOf'I'We f'OI'tioas of me te.islnDl·S annual report to secunty
boJdm for die year mded December 31. 1991.
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._--------_._-- ------ ----- - --- -- ---- ---------
NOHS 10 CONSOliDATED FINANCIAL STATUIEITS

r~nsions .1Od Othl:r Emplo" I:t: B~netit Ptlns

Service cost-benefits e:1med
dunng the penod S 192.9 S Uj-~ S 1~0.8

Interest cOSt on proJected
benefit obliganon 653.5 644.3 684.1

Actual retum on plan assets '2.132.-) 24,2 :2.17'5.9'

Other. net l.319.} ,883.9~ 1.374.5

:'-let pensIon ilnCOme, expense S 67.01 S 28.0) S 53.5

The funded status of the plans follow:
199\ 1990

The assets of the plans consist principally ofdebt and equity
securities, fixed income instruments and real estate. The
assumed long-term rate of retUrn on plan assetS used in
determining pension cost was 7.25 percent for 1991 and 1990
and 7.5 percent for 1989. The assumed discount rate used to
detmnine the projected benefit obligation as of December 31,
1991 was 6.3 percent and 6.8 percent for December 31,1990,
while the assumed rate of increase in future compensation
levels also used in the detmnination of the projected benefit
obligation was 4.5 percent in 1991 and 1990.

During 1991, the company offered most of its management
employees an early retirement program. The net cost of this
program, including tennimtion benefits and a settlement gain

from the pension plan, was $12.0 million.

The company enters intO foreign currency forward exchJng~

contracts and options to mitigate the effect of unfavorJ.ble
movements in foreign exchange races. These instruments
hedge the company's exposure to exchange-rate risk on
certain amounts to be received in the future. Market \ialue
gains and losses on these contnets are included in net mcumc
and offset the respective foreign exchange translation g.ltn~

or losses on the assets which are hedged by these mstrtlml::,t,

FinanciallDs1rumcaa

In addition to prOViding pension benefIts. che ..:nm?Jm .lnJ
ICS subSidiaries provide cert:l.ln health C.Ire Jnd group i:t~

Insurance benefits for all eligible Jcm'e .1nd retired ~mplmee~ .
Prior to 1988. health care benefIt cOStS were expemed JS

Inl:urred.ln 1988. che companv began expensmg.1n
.ll:tu.l!lall~· determined amount for postretirement he.lith -:Jr~

benetltS tor JctlVe employees in addition to those heJlrf't-:Jrt
costS mcurred dunng the "'e.Ir. Contributions .Ire mJJ~ to .1

voluntary employee benefit JSSOciatlOn VEBA. crust fund.
The .lmouncs expensed Jnd funded for retiree health ":Jre
benefits for .ICtlVe emplo~'ees dunng 1991.1'190 Jnd 19~~ \\ere
SI01.1. 5115.5 and 551.3 million. respectivel....
He~th care benefits paid for renred employees dunng 1'1'11.

1990 and 1989, net of refunds. were 5140.9, 51.24.-:- Jnd
5105.1 million. respectively. Health CJre benefits paid tor .lI:Cl\1:
employees for 1991,1990 and 1989 were 5264.8. S24~.
and 5217.3 million, respecti'..ely.

The COSt of group life insurance benefits is actuanallv
determined and recognized as expense over the emplo~:ees'
actIve working lives. Group life insurance benefits paid tor
active and retired employees during 1991,1990 and 1'189 were
55.i. 56.5, and $6.6 million, respectively.

As of December 31.1991. the company had approximatel...
49,900 retirees and 71,900 active employees eligible to
receive health care and group life insurance benefits.

In December 1990, the FASB adopted Statement of FinanClJ.l
Accounting Standards No. 106,"Employen' Accounting
for Postretirement Benefits Other Than Pensions" 'Statement
So. 106). Statement No. 106 requires the cost of pOSt
retirement benefits granted to employees to be accrued Jnd
recognized as expense over the period in which the ~mplovel:

renders service and becomes eligible to receive benefits.
The company is required to adopt Statement No. 106 no

later than January 1,1993. Under Statement No. 106, che
company may immediately recognize the accumulated
transition obligation or amortize the obligation over a penod
not to exceed the greater of the average remaining ser'\'\ce
period of active employees or 20 years. Management's
preliminary estimate of the transition obligation on January 1.
1993 is approximately S2.5 billion before income taxes.

The company has not yet finalized its plans on when co
implement Statement No. 106 nor the manner in which che
transition obligation win be recorded. Except for the m;lnner
in which the transition obligation is recorded, future ex pensc
levels for postretirement benefits are not expected to be
materially different from that recorded in 1991.

3.300.5

7.986.7

(2.097.6)
(1,214.3)

S :11.4)

S 6.250.2

903.3

S 7.153.5

S11,287.2

3.841.2

8.691.2

(1,870.4)

(1,924.4)

S ;.:'46.7

S ~.4

S12.532.4

S 6,829.1

911.6

Plan assets In excess of proJected
benefit obIipnon

Acruanal present value of projected
benefit obIipnon

Prepaid ,accrued: penSIon cost

Plan assets at fair "'alue

Cnrecognlzed net asset resulting trom
Initial adoption of Statement No. 87

The company m:unt.1lns noncontnbutory detlned pension
.md de.Ith benefit planHo\'enng substantlally all management
.lnd nonmJnJgement emplovees. The pension benefit tormula
uSl:d In che detl:rmtn.H1on of pension cosc IS bJsl:d on che
.l\erJg:e ..:ompensJtlon t:.lmed Junng che tive hlghesc
..:onSI:Cutl\e \eJrs at che bst 10 ~·e.1rs at employment under
ehl: m.lnJgemem plJn Jnd J t!Jt dollJr Jmount per yeJr of
,,:~r'\ t":l: under che :1onmJrlJgemem pbn. The compJm"s
tundmg pollCv IS co ..:onent-uee .lnnu~ll\ Jn JmOunt up co che
mJXlmum Jmount chac CJn be deducted for tederJI Income
e.:IX purposes.

Pension expense was determined using the proJected Unit
credit Jctuanal method In .Iccordance with Statement of
FinancIal '-\ccountlng Standards So. 87, "Emplovers'
Accounting for PensIons:' The decline In pensIon expense over
che past tVlO Veal'S IS pnmanly attnbutable to favorable
Investment performance and the funded status of the plans.

The components of pension COSt follow:
19l/1 1990 198'1

Other

Total

..kruanal present value of accumulated
plan benefits

Vested

.~ \\ E R • :s
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ILLINOIS BELL TJ=:LEPHOSE COMPASY

SOTES TO CONSOLIDATED FIXASCIAL STATEMESTS-(Continued)

The following is a recol"ciliation between the 5tatutory federal income tax rate of 34% and the
Company's overall etfective tax rate:

Statutory federal income tax rate . . . . . . . .

State income taxes. net of federal benefit .. .
Reduction in tax expense due to amortization of investment tax

credits .
Depreciation of taxes and payroll-related construction COSt-II

capitalized for financial statement purposes. but deducted
currently for income tax purposes .

Benefit of tax rate differential applied to reversing temporary
differences .

Other .

Total .

Effective overall income tax rate .

1991 1990 1989

34.0% 34.0% :34.0C"c

5.5 5.8 6.0

(4.'7) (404) 14.4,

1.3 1.4 2.0

(3.4) (2.1) (3. '7)
(0.6) (0.3) 1.0-
(1.9) 0.4 0.9-
32.1' 34.4% 34.9C7e- - -

As a result of implementing Statement No. 96, the Company as of December 31, 1991, had a
regulatory asset of $180.1 '(reflected primarily in Other Assets and Deferred CharJes) related to the
cumulative amount of income taxes on temporary differences previously ftowed throuch to the ratepay
en. In addition, on that date, the Company had a regulatory liability of 1240.0 (nftected primarily in
Other Deferred Credits) related to the reduction of deferred tues resulting from the decreue in the
federal statutory income tax rate of 34 percent and deferred tues provided on unamortized investment
tax credits. These amounts will be amortized over the regulatory lives of the related depreciable assets
concurrEnt with recovery in rates. There was no significant income statement impact related to the
adoption of Statement No. 96. The accounting for and the impact on future net income of these
amounts will depend on the ratemaking treatm"nt authorized in future reeulatory proceedings.

During 1992, the Financial Accounting Standards Board (UFASB") iuued Statement of Financial
Accounting Standards No. 109. "Accounting for Incbme Tues," which will require the Company to
change, by 1993. its accountiq for income taxes from that required by Statement No. 96. The impact
on the Company's consolidated financial statements has not been determined.

(C) Pensions aDd Other Employee Benefit Plau-Ameritech maintains non-contributory
defined pension and death beneat plana covering substantially all of the Company's management and
non-management employ... The pension benefit formula used in the determination of pension cost is
bued on the averace compeDlation earned during the five highest coDMCUtive yean of the last ten
years of employment for the manqement plan and a ftat dollar amount per year of service for the non
management plan. The pension (credit) expense is allocated to sublidiaries baed upon the percentage
of compensation for the manqlment plan and per employee for the non-management plan. The
Company's funding policy is to contribute annually an amount up to the muimum amount that can be
deducted for federal income tu purposes. The following data provides information on the Company's
expense for the Ameritech plans:

Pension (credit) expense .

Current year (credit) expense as a percent of salaries and wages

21

1..1

$(26.2)-(3.34)'-
1910

$(15.6)-(l.97)'-
19.1

S 8.1-
l.Ol~



ILLISOIS BELL TELEPHONE COMPANY

NOTES TO CONSOLIDATED F1SANCIAL STATEMENTS-(Continued)

Pension (credit I expense was determined using the projected unit credit actuarial method in
accordance with Statement of Financial Accounting Standards :\0, 8i. "Employers' Accounting for
Pensions". The decline in pension expense over the last two years is primarily attributable to favorable
investment performance and the funded status of the plans..

Certain disclosures are required to be made of the components of pension costs and the funded
status of the plans. including the actuarial present value of accumulated plan benefits. accumulated
projected benefit obligation and the fair value of plan assets. Such disclosures are not presented for !he
Company because the structure of the Ameritech plans does not permit the plans' data to be readily
disaggregated. As of December 31, 1991. the fair value of plan assets available for plan benefits
exceeded the projected benefit obligation (calculated using a discount rate of 6.3%),

The assets of the Ameritech plans consist primarily of debt and equity securities, fixed income
securities and real estate. The assumed long term rate of return on plan assets used in determining
pension cost for 1991 was 7.25%.

During 1991. the Company offered most of its management employees an early retirement pro
gram. The net cost of this program, including termination benefits and a settlement gain from the
pension plan, was $1.2.

In addition to providin, pension benefits, the Company provides certain health care and group life
insurance benefits forall elipble active and retired employees. Prior to 1988, health care benefit costs
were expensed as incurred. In 1988, the Company be,an e:lpensin, an actuarially determined amount
of postretirement health care benefits. Contributions are made to a voluntary employee benefit associa
tion ("VESA") trust fund. The amount expensed and funded for retiree health care benefits for active
employees during 1991, 1990 and 1989 were $29.3, $34.4 and 114.9, respectively.

Health care benefits paid for retired employees durinc 1991. 1990 and 1989. net of refunds. were
$54.5. $48.8 and $41.5, respectively. Health care benefits paid for active employees for 1991, 1990 and
1989 were $79.1. $73.8 and $61.7, respectively.

The cost of group life insurance benefits is actuarially determined and recognized as expense over
the employees' active workinc lives. Group life insurance benefits paid for active and retired employees
during 1991, 1990 and 1989 were $1.6, 52.0 and Sl.9, respectively.

As of December 31. 1991, the Company had approximately 16.971 retirees and 20,481 active
employees eligible to receive health care and group life insurance benefita.

In December 1990, the FASS iuued Statement of Financial Accountinc Standards No. 106.
"Employers' Accountinc for POitretirement Benefita Other Than Pensions" ("Statement No. 106").
Statement No. 106 requires the COlt of pa.tretirement benefitslfanted to employees to be accrued and
recognized u e:lplDle over the period in which the employee renders service and becomes eligible to
receive the benefita.

The Company is required to adopt Statement No. 106 no later than January 1, 1993. Under
Statement No. 106, the Company may immediately recocmze the accumulated transition obligation or
amonize the obliJation over a period not to e:lceed the Ifeater of the aver..e rem,ininc service period
of active employees or 20 years. Manqement's prelimjnary estimate of the transition obligation on
January 1. 1993 is approUmately $860 before income tult.

The Company hu not yet finalized ita plana on when to implement Statement No. 106 nor the
manner in which the transition obU,ation will be recorded. Escept for the manner in which the
transition obligation is recorded, future expense levels for postretirement benefits are not expected to
be materially different from that recorded in 1991.
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As a result of ira~le••nting State••nt No. 96, the Co~any as of Oecellber 3l.
199L. had· a resulatory ass.t of $58.3 .11Uon (refl.cted prillarily in Other
Ass.ts and O.f.rred Charg.s) related to the cUINlative amount of incolle taxes
on temporary differ.nces previously flowed throulh to ratepayers. In addition.
on that dat., the Co.~any had a regulatory liability of $119.2 .illion
(reflected prillarily in Other Deferred Credits) related to the reduction of
d.ferr.d tax.s r.sulting fro. the decrea•• in the f.deral statutory incolle tax
rate of 34 p.rc.nt and d.ferred tax•• provided on unamortized invesaaent tax
credits. Th... aaounts will be aaortized over the regulatory Uve. of the
related d.~reciable assets concurrent with recovery in rat.s. Ther. wa. no
significant inco.e statell.nt iJll)act related to the adoption of Stat.llent No.
96. Th. accounting for and the impact on future n.t inco•• of these amounts
will d.~.nd on the rat.making tr.acaent authoriz.d in future regulatory
proc••ding•.

During 1992, the Financial Accounting Standards loard is.u.d State••nt of
Financial Accounting Standards No. 109, "Accounting for Inco•• Tax.. ," which
will require the COJll)any to chang., by 1993. iu accounting for inco.e taxes
froll that r.quir.d by Statell.nt No. 96. Th. iJll)act on the Company's financial
state••nts has not b.en d.t.rmin.d.

C. PENSIONS AND OTHEl EMPLOYEE BENEFIT PLANS
,

AIIIeritech lIa1ntains non-contributory el.fin.d p.naion and d.ath benefit plans
cov.ring substantially all of the Co~any'. llanag...nt and non-lianage••nt
.JIl)loy.... Th. p.nsion b.n.fit f01"ll\l1a useel in the eletemination of p.nsion
cost is ba••el on the av.rale co~.nsat10n .amed during the five hiahe.t
con••cutive y.ars of the last t.n y.ars of .~loYlHnt for the managell.nt plan
anel a flat elollar amount p.r y.ar of service for the non-.anale••nt plan.
Pension (creelit) ex~.nse is allocat.el to subsidiaries ba••el on the percentag.
of comp.n.ation for the manal••ent plan and per .ra~loy.. for the non-lianage••nt
plan. Th. Co.~any·s funding policy i. to contribut. annually an amount up to
tha lIaximua aaount that can b. el.eluct.el for f.deral income tax pur~oses. The
following ciata proviel•• information on the Co~any'••x~.ns. for the AII.ritech
plans:

P.naicm (credit) '1q»enae

Currenc ,eaJ: ex,enae as a
percentage of salarie.
ancl wale.

1"1

$ (6.5)

(2.7)'
WE

1"0

$ (3.9)

0.5}\

$

1989

4.3

1.7'

Pension (credit) expense wa. elet.mineel usinl the project.d unit credit
actuarial ..thoel in accorciance with 5tate..nt of Financial Accounting Standards
No. 87. "Eaployers' Accounting for Penaiona.· The decline in pension expen..
over the la.t two years is prillarily attJ:ibutable to favorable investZll.nt
performance anel the funcleel status of the plans.
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Certain disclo.ure. are required eo be made of the co.~onents of pension costs
and -'the funded seatu. of eh. plan., includin& thl actuarial present value of
accWNlated plan benefies, accWI\llaeed projeceld benefit obligaeion and ehe
fair value of plan assets. Such disclosures are not presented for ehe Company
because chi structure of the Amerieech plans doe. not permie ehe plans' d£ta to
be readily disalgregated. As of December 31, 1991. the fair value of the plan
assets available for plan benefits exceed.d the project.d benefie obligation
(calculated ~sing a discount rat. of 6.3').

The assets of the Ameritech plan. con.ist prlncipally of debt and equiey
securitie., fixed income securieies and r.al e.tate. The as.umed long- eu'.
rate of return on plan assets used in dltlr1linlnl pension cost for 1991 vas
7,25•.

During un, the COlll)any offend moat of its UDage_ne eJll)loyee. an early
retirellene prolru. The net co.t of this pro&ru, inclucUn& termination
benlfits and a settlement lain froll the pln.ion plan, va. $0.8 1Illllon.

In addieion to prOViding pension ben.fit., thl COllpany providls clrtain health
care and group life insuranc. benefit. for all eligibl. active and retired
e.ploy.... P~ior to 1988. h.alth care benefit co.t. veri Ixp.nsed as incurred.
In 1988, the Company began expensin, an actuarially deter1l1nld aaount for
postrltirement heal eh care benef1 ts. Contributions arl udt to a voluntary
employ.e b.n.fit association (VElA) trust fund. Th. _ounts .x~ens.d and
funded for reeirle healeh care benefits for active Imploy••s durin, 1991, 1990,
and 1989 v.r.·SI.9. S10.4 and $4.6, r.spectiv.ly.

H.alth car. b.n.fits paid for retired e.ployee. durina 1991, 1990 and 1989, net
of refunds v.re S12.6. $9.6 and $7.9, r ••~.ct1v.ly. Healeh car. ben.fits paid
for active earploy... for 1991. 1990 and 1989 v.re $24.1, $22.4 and $19.8.
resplctiv.ly.

The co.t of group life insuranci bln.flts 1s actuarially dlt.r1Iin.d and
recosnlzed as .xp.ns. over the employ'ls' actlv. vorkina Uve.. Group life
insurance b.n.fits paid for activ. and rltirld Imploy••• dur1na 1991. 1990 and
1989 veri $0.6, $0.6 and $0.7, r••p.ctiv.ly.

As of Declab.r 31. 1991, the Coapany had approxiaatlly 4.790 rltirl•• and 5,779
activi I.ploye.. .Uaib1e to receive h.alth care and aroup U.fl insurance
b.n.fits.

In n.c.aber 1990, the FASI adoptld Statl..nt of Financial AccoUfttinl Standards
No. 106. ·t.ployer.' Accountinl for Posereeirl..ftt lenefits Oth.r Than
Pensions- (SUt...nt No. 106). Stau..nt No. 106 requir•• the co.t of pose
retirl..ftt ben.fits arantld to .aploy... to be accrued and r,cocnized as
exp.nse over the p.riod in which the .mployl' r.ftcler. ..rvici and becolle•
• liaibll to rlcliv. bln.fits.

Th. Coapany 11 r.quired to adopt StacI.nc No. 106 no laelr than January 1.
1993. Under Scatl.nt No. 106, thl COIIp&ny aay i...nately recocnize the
acc~latld transition oblisation or ..ortiz. the obliaat10ft oVlr a period not
to .xcI.d thl arlatlr of the av.rase rl..in1nl .ervic. period of active
laploy••• or 20 y.ars. Kanag.lIent's prelillinary ••tiaau of the transition
oblisacion on January I, 1993 1s approximat.ly $225, b.forl inco.. taxe•.
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The company has not yet finalized its plans on when to imple.ent State.ent So.
106, nor the manner in which the transition obligation will be recorded.
Except for the manner in which the transition obligation is recorded, future
expense levels for postretirement benefits are not expected to be lIIater1ally
different from that recorded in 1991.

D. DEIT KAnJRINC WITHIN ONE YEAa

Debe .aturinl wi thin one year (included a. debt in the cOllputaeion of debt
ratios) consist. of the fol10winl at Deceaber 31:

1

Note. payable
Comaercial paper
Parent (Amerite~h)

Lonl-tera debt lIIaturinl
within one year.

Total .

Weilhted
Averale

Mqunu Intlrtll: la;..
.un ~ llI1 ill.l um U1i

S $ 36.0 $ 43.0 - , 8.02' 8.97'
43.5 5.07

~ -.a.J ..J..l
S 43.6 $ 36.5 $ 44.7- - -

Averale notes payable
outstandinl durinl

the year $ 18.4 $ 9.2 $ 11.0---
Maximum note. payable
at any IIOnth enel
durinl the year $ 44.5 $ 36.0 $ 43.0---

6.26' 8.45. 9.40.- --

Durinl 1991. ~ritech entereel into an arranle..nt with It. subsidiaries,
includinl chI COIlp&ny. for the provhion of .hort- tera financ1nl anel cash
.anale..nt ••rvic... Ameritech i ••ue. co...rcial paper and note. anel lecures
bank loans to fund the verkinl capital requlr..nt. of It. sub.idiaries and
invests short-term. exce•• fundi on their behalf. At Dece8ber 31. 1991. there
were $43.5 of note. payable to Ameritech. In connection with thi. arranle.ent.
the Co.pany recolnized interest expense of $0.9 for the year encled December 31.
1991.
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AS a rt1ult of implementing Statement No. 96. the Company as of
December 31. 1991. had a regulatory asset of 5125. I (reflected
primarily in Other Assets and Deferred Charges) related to the
cumulative amount of income taxes on temporary differences
previously flowed through to ratepayers. In addition, on that date.
the company had a regulatory liability of $266.1 (reflected
primarily in Other Deferred Credits) related to the reduction of
deferred taxes resulting from the decrease in the fldlral statutory
income tax rate of 34 percent and deferred taxIs provided on
unamortized investment tax credits. These amounts will be amortized
over the regUlatory lIves of the related depreciable assets
concurrent with recovery in rates. There was no significant income
statement impact related to the adoption of Statement No. 96. The
accounting for and the impact on future net income of these amou~ts

will depend on thl ratemaking treatment authorized in future
regulatory proceedings.

During 1992. the Financial Accounting Standards Board ("FASB")
issued Statement of Financial Accounting Standards No. 109.
"Accounting for Income Taxes," which will require the Company to
change, by 1993, its accounting for income taxes from that required
by Statement No. 96. The impact on the Company'S financial
statements has not been determined.

\

(C) PENSIONS AND OTHER EMPLOYEE BENEFIT PLANS

Ameritech maintains noncontributory defined pension and death
benefit plans ("th. plans ") coveri ng substanth11y all of the
Company's management and nonmanagemtnt e~loyets. The ptns'on
benefit formula used in the determination of pension cost's based
on the average compensation earned during the five highest
conSlcutivl years of the last ten years of employment for the
management plan and a flat dollar amount per year of service for the
nonmanagemtnt plan. Pension (credit) expense's allocated to
subsidiar'es based upon the percentage of cc.pensatlon for the
management plan and per employee for the non.-nage..nt plan. The
Company's fund'ng polley is to contribute annually an lIOunt up to
the maximUM amount that can be deducted for federal ince-e tax
purposes. The follow'ng data provides informat'on on the eo.pany's
expense for the Amtritech plans:

Pension (cred,t) expense

Current year (credlt> expense as
percent of salar'es and wages

S(21,J) S(J2,9) ~

Pension expense (credit) was determined using the projected unit
credit actuarial method in accordanc. with Statement of FinanciaJ
Accounting Standards No. 87, "Employ.rs' Account'ng for Pensions,"
The decline in pension Ixpense over the last two years is pri..rily
attr'butable to favorable investment performance.
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Certaln disclosures are required to be made of the components of
pension costs and the funded status of the plans, including tne
actuarial present value of accumulated plan benefits, accumulated
projected benefit obligation and tne fair value of plan assets.
Sucn disclosures are not presented for tne Company because tne
structure of the Am.ritech plans does not permit the plans' data to
be readily disaggregated. As of December 31, 1991, the fair value
of plan asseti available for plan benefits exceeded the projected
benefit obligation <calculated using a discount rate of 6.3t>.

The assets of the Ameritech plans consist principally of debt and
equity securities, fixed income securities and real estate. Tht
assumed long-term rate of return on plan assets used in determining
pension cost for 1991 was 7.2St.

During 1991, the Company offered most of its manag,m,nt employees an
early retirement program. The net cost of this program, including
termination benefits and a settlement gain from the pension plan,
was $.7.

In addition to providing pension benefits, th, Company provid's
certain health cart and group lift insurance ben.fits for all
eligible active and retired employ.es. Prior to 19BB, h.alth care
benefit costs ~'re exp,ns.d as lncurr.d. In 19BB, the Company began
exp.nslng an actuarially d.t.rmin.d amount for postr.tir.mtnt h.alth
care benefits for active employees. Contributions art mad. to a
voluntary .mployte benefits association ("VEBA") trust fund. Th.
amounts exp.ns.d and funded for retir•• health care benefits for
active employees during 1991, 1990 and 1989 ~er. $22.6, S27.4 and
512.4, respectively.

Health car. ben.fits paid for retired employ••s during 1991, 1990
and 1989, net of refunds w.rt S31.7, S28.8 and $25.0, resp.ctively.
Htalth care b.ntfits paid for activt employt.s for 1991, 1990 and
1989 wert S54.2, S54.3 and $50.4, r.sp.ctiv.ly.

Tht cost of group ltfl insuranci bln.fits ts actuarially dltlrmintd
and recogntz.d as exptns. ov.r the .-oloy.ts' activ. working livts.
Group lif. insuranc, b.n,fits paid for activ. and retired .mploy••s
during 1991, 1990 and 1989 ~.r, Sl.0, $1.3 and $1.6 r,sptctively.

As of Dtc.lOtr 31, 1991, the ~any had approxtmately 13,300
retir"s and 15,800 acttv. employ••s eligible to rtceivt h.alth care
and group lif' insurance b.n,fits.
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In Dec e.mbe r 1990. the FASB adopted Statement of Financial Accounting
Standards No. 106. "Employers' Accounting for Postretirement
BenefHs Other Than Pensions" (Statement No. 106). Statement No.
106 reQuires the cost of postretirement benefits granted to
employees to be accrued and recognized as expense over the period in
which the employee renders service and becomes eligible to receive
benefits.

The Company is reQuired to adopt Statement No. 106 no later than
January 1. 1993. Under Statement No. 106. the Company may
immediately recognize the accumulated transition obligation or
amortize the obligation over a period not to excetd the great,r of
the average remaining service period of active employees or 20
years. Management's preliminary estimate of tht transition
obligation on January " 1993 is apprOXimately 5600 before income
taxes.

The Company has not yet finalized its plans on whtn to impltmtnt
Statement No. 106. nor tht manntr in which the transition obligation
will be recorded. Except for the manntr in which the transition
obligation is retordtd. futurt ,xpens, ltvtls for postrttirtment
benefits are not exptcted to be materially different from_that
recorded in 1991.

D) DEBT MATURING WITHIN ONE YEAR - Debt maturing within ont year is
included as dtbt in the computation of debt ratios and consists of
the following at December 31:

8,51 8.9't
7.87. 8.51

5. l~

1991 }99O-lJU
Anpunts

1991 1990 -l1U

Notes payable
Bank loans S S 40.0 S 37.0
ConHrcial paper 170.0 140.0
Parent (Amtritech) 301.5

Long-term debt maturing
within one year 1]4,1 37,1 51.2

Total , , , S4]S.6 S247 .1 S22a,2

Wtighted
Avtrage

Interest Ritts

Averag, not,s payabl,
outstanding during
the year .... ,. SZ11,Q S161.3 $11$,4

Maximum notls payabl,
at any month tnd
during the year S301.5 S210.0 S177.0

* Computed by dividing the average daily faci amount of notes
payable into the aggregate related interest expense.
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PART IV

ltnn 14. Exhibits. Financial Stattmtnt Schtdulls. and Rtporrs on Fonn 8-K.

(a. Documents flied as a part of the repon:

(I) Financial Statements: ~

Report of \tanagement .. - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . •
Report of Independent Public :~ccountants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . •
Statements:

Statements of Income and Reinvested Eaminp . . . . . . . . . . . . . . . . . . . . . . . . . . •
Balance SheetS •
Statements of Cash flows . . . •
!'lotes to Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . •
Selected Financial and Operating Data . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . •

(2) Financial Statement Schedules:
Repon of Independent Public Accountants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13
Repon of Other Independent Public AccountanlS . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14

V - Telecommunications Plant. . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . .. 15-16
VI - ACCUlnuWatedDep~ation........ 17
VIII - Allowance for Uncollectibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Financial statement schedules other than those listed above have been omitted because the required
information is contained in the financial statements and notes thereto, or because such schedules
are not reqwred or applicable.

Financial statements for certain owned corporations which are accounted for by the equity method
are omined punuant to Rule 3.09 of Reeulation S-X.

(3) Exhibits:
Exhibits identified in parentheses below, on me with the SEC. are incorporated herein by reference
as exhibits hereto.
EDlIIlI
s.....

(3)& Articles of Incorporation of the rqistrant as amended April 25, 1974. (Exhibit (3)8
to Form 100K for the fucaJ year ended December 31. 1980, File No. 1-6781.)

(3)b Replalions of the feIisuam as reswed February 21, 1990. (Exhibit (3)b to Form lOoK
for the rucal year ended December 31. 1989, File No. 1-6781.)

(4)(i) C10Ie~Aifeement with Ameritecb dIIed February 28, 1990. (Exhibit (4)(i)
to Form 100K for the fucal yar ended December 31, 1989, File No. 1-6781.)

(4)(iii)(A) No iDsa'umeDt wbic:h defines the rilhts of holders of lOllI-term debt of the rqisuant
is filed herewith pursuant to ResuJation S-K. Item 601 (b)(4)(iii)(A). Punuant to this
reauJaQon, the reaisttuU hereby qrees to furnish a copy of any such instrument to
the SEC upon request.

(10Xii)(B)1 ReorpniDrion and Divestiture A,reemem amana AT&T. Ameritech and Affiliates
dated November I, 1983. (Exhibit 1011 to Form 100K for 1983 for Ameritech. File
No. 1-8612.)

(10)(ii)(8)2 Alreement Conc:eminl Continpnt LiabiJides. Tax Matters and Terminlrion ofCer
tain AIfee:ma1ts amoq AT&T. BeD SyReIIl 0penriDc Com-paaies. Repona! Hold
ina Companies and Affiliares dared November I, 1983. (Exhibit IOj to Form lOoK
for 1983 for Ameritec:h, File No. 1-8612.)-------------Incorporated herein by reference to the appropriate portions of the rea:istJ'mt's annual repon to security

holclm for the flSC:al year ended December 31. 1991. (See Pan II.)
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NOTES TO FINANCIAL STATEMENTS. ."f/I:II/ltd

(c) Pnuiofts IIIIil Ot... E".,loyu Bmqrt P",,"
Ameritech maintains noncontributory defined pension
and death benefit plans cO\'ering substantially all of the
Company's management and nonmanagement employees.
The pension benefit formula used in the determination
of pension cost is based on the average compensation
earned during the fi..'C highest consecutive years of the
last ten years of employment for the management plan
and a flat dollar amount per year of service for the
nonmanagement plan. Pension expense is allocated to
subsidiaries based upon the percentage of compensation
for the manqement plan and per employee for the
nonmanagement plan. The Company's funding policy is
to contribute annually an amount up to the maximum
amount that can be deducted for Federal income tax
purposes. The following data provides information on
the Company's expense for the Ameritech plans:

'9f' /990 /919

Comp;ln~ hld recorded J rl:gulJcory liabdin" "t" 5l')~ ;

I rl:tll:ctcd primJrily in Other deterred credits I rdJted
to the rl:ductlUn ot deterred taxes resulting trom the
dl:creJse In the HJtutOl"\" Fl:derll income tJX r.lte to 34'1"0

and deferred taxes pro\1ded on unamortized lO\e~tment

tax credits" These amounts will be amortized 1)\l':r
the regulatory li'"es of the related depreciablt.' Jisets
concurrent with reco\'ery in rates.

There were no amounts recorded in the Sutemt.'nt of
Income and Rein"ested Earnings related to the ldoption
of Stuement ='0. 96. However. the accounting for and
the impact on future net income of these adiustments
will depend on the rate-making treatment authorized
in future regulatory proceedings.

During 19Q2. the Financial .-\ccounting Standards Board
("F.-\SB") issued Statement of Financial .-\ccounting
Standards ='0. 10Q, '·.-\ccounting for Income Taxes:'
which will require th~Company to change. by 1993, its
accounting for income taxes from that required by
Statement ='0. 96. The impact on the Company's tinancial
statements has not been determined.

Pension (creditl expense

Pension (credit) expense as a
percent of salaries and ~-aps

I~

(SIS.') (SQ8l H.l

Pensiun I credit) expense was determint.'d uS! ng the
prolected unit credit .lctuarial method in .lccordlncl:
with Statement ot Financial .\ccounting St.lO<.iJrds
:-\0. S7, "Emplo~'ers' .\ccounting tor Pensions"' The
decline in pension expense over the lase t\~o \c.lh I'

primarily attributable to fa\'orable tn\estment pl:nnr
mance and the funded status of the plans"

Certain disclosures are required to be made or' the com·
ponenrs of pension costs and the funded >tarus I)f' the:

plans. including the actuarial present value of accumulated
plan benerits. accumulated projected benefit I)bligm'm
and the fair value of plan assets. Such disclosures are not
presented for the Company because the structure ot the
.-\meritech plans does not permit the plans' dat:! to be
readily disa~ted. As of December 31. lQQI. the
fair value of plan assets a..-ailable for plan benetits
exceeded the projected benefit obligation lcalculateJ
using a discount rate of 6.3%).

The assets of the Amerirech plans consist principall~' ot
debt and equity securities. fixed income securities .lnd
real estate. The assumed long-term rate of return un plan
assea used in determining pension COSt for [QOI ~~JS - 2: ':'J.

During 1991. the Company offered most of its m,iOag'ement
employees a voluntary early retirement and sepJratlOn
program. The net cost of this program. including
termination benefits and a settlement gain from the
plans. was 54.2.

In addition to providing pension benefits, the Company
provides certain health care and group life insurance
benefits for all eligible active and retired emplo~"ees" Pri0 r
to 1988. health care benefit COSts were expensed as
incurred, In 1988. the Company began expensing' .In

actuarially determined amount for postretirement heJl th
care benefits for acti"t employees. Contributions are
made to a voluntary employee benefit association \\·EB.\ I

trust fund. The amount expensed and funded tor po,t
retimnent health care benefits for aeti"t employees dunng
1991.1990 and 1989 were 517.9, 521.1 and 59.0. resp~t1\t:I\

Health care benefits paid for retired employees Junn~
1991. 1990 and 1989, net of refunds received from\mt:nnn
Telephone and Telegraph Company ("AT&T" I t'1lr rrl:
divestiture mirees were 528.1, 526.2 and 521.1. rl:s~r:\l:h

Health care benefits paid for active employees tor; I'I!.

19Q() and 1989 were 547.9,546.6 and S~"l. re~rt'cr'\<",



The cOSt of group life in~ur.ln( ... hent:fits IS KtuWJIl~'

Jerermined JnJ re(llgnized JS ~'\p~'n't: lJ\er rhe o::mplo~'ees'

actl\'e working lives, Group hfe IOsurance benetits p;lid
tor active ;lnd retIred o::mplo\'ees Juring liN!. 19QO and
l')~Q \\ere 51.0, 510 Jnd S.'J, rt:,peui\ely

,\S of December 31.19<)1. rhe Company had .lpproxi.

mately 9,068 retirees and 1~,()()Q acti\'e employees eligible
to receive health care and group life insurance benetits,

In December lQQ(), the F.\SB issued Statement of Financial
,\ccounting Standards :\0, 106. "Employers' .\ccounting
tor Postretirement Benetits Other Than Pensions"
("Statement :\0, 106"), Statement :\0, 106 requires the
coS[ of postretirement benetits granted to employees to
be accrued and recognized as expense over the period in
which the employee renders sen'ice and becomes eligible
to receive benefits.

The Company IS required ro adopt 5memenr :\0, 106
no Liter rhanJanuar\' !. 1993, L'nJer Statement :\0, 106.

the Company may immediately recognize the accumu
IJreJ transition obligation or amortize the obligation
tl\er a period not to exceed the greater of rhe average
remainmg ser\'ice period of acti\'e employees or ~O ~eJrs,

\Ianagement's preliminary estimate of the tranSItion
obligation on January 1. 1993. is approximately 5-+50
before income taxes.

The Company has not finalized its plans on when to
implement Statement :\0, 106. nor the manner in which
the transition obligation will be recorded, Except for the
manner in which the transition obligation is recorded.
future expense levels for postretirement benefits are
not expected to be materially different from that recorded
in 1991.

(tl) lAin.~Wit... 0. Ii..
Debt maturing within one year is included as debt in the computation of debt ratios and consists of the following
at December 31:

If...-

199' 1990 191'

~ores payable
,~meritee:h •
Commercial paper
Other"

Lon,.term debt mamrin, within one year

Total

Average notes payable outstanding durin, the year

Maximum nores payable It any month end duri.. the year

S 42.6
0.0

10.8
.7

S M.l

$ S6.0

$115.1

538.0
10.8

l.S

550.3

us.s
562.3

5 7.5
7,4

514.9

5 .7

S :",5

i D,m", 19'JI ,-{",mnth coruol__ ,....,•.,.fiu-i1II of itf raltJidillms Ql corptlrtIU a4 IIIl/I,; P"A- tilt Co_,..,~ ati i7l'ttm"f
Jrrt"ICtf Ql _rltlt r/Utf. S" ""•• jiJraI:iiIJ~tf • siJtwr·.,.~1I7f'tnI"",,,,u.

•,'''(JUS p.,.1M - Otbw Ql DtmrIIItr JI. 19'1. J990..J9I9~offa. rrIiuaJ tria j"trmI "'tNnII#,..u.,1I7f'tnIft'MIU for f;;W tN Co",ptnfJ
«uti QI tuilftmumJllJr QI dirrcuti., Tlw P".m LIiJiIiG eo..... ofObio. TIHs, 1ZlIIO".tf tzrr stIIlI4 ."of"""" =- iftumrI",tf aftiltporno. of
JVCh fa. 1IOt.. '" tN CD_,.., ftw crrnrru .".,..
• Co"'putrti !Iy tii,/:idi"g tht tUrflgr tillily faa IZIfItJpt af""ttf fJfI!Uk i71. tN aggngar, rrIiuaJ i7rtmn tz1"'X
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(C) PENSIOKS ~~ OTHER EMPLOYEE BENEFIT PLANS - Ameritech m.intains
nonconft1butory defined pension and death b.nefit plans cov.ring
substantially all of the Company's manal.m.nt .nd non~analem.nt

employe.s. Th. pension benefit formula used in the determination of
p.ndon cOlt il bas.d on the av.ral' comp.ns.tion eam.d durin. the
five hiahest con.ecutiv. y.ars of the last t.n y.ar. of employment for
the man.,e.ent pl.n .nd • fl.t doll.r amount p.r ye.r of .ervice for
the· nonm.nalement pl.n. Pendon (credit) .xp.n.. 11 allocated to
.ubsidiari.s b.sed upon the rerc.nta.. of comp.nsation for the
..n•••••nt plan .nd per .mploy.. for th. nOmlau••••nt pl.n. !be
Company's fund in. policy i. to contribut. annu.lly an ..ount up to the
.ax1mua amount that can b. d.duct.d for f.d.ral lncca. tax purpo••••
Th. followin. data provid.s information on th. Ccapany'. exp.n•• for
the Am.rit.ch plan.:

Y••r End.d D.c••b.r 31.
1991 1990 1989- - -

P.nslon (cr.dit) exp.ns. • • • •

Curr.nt y.ar (cr.dit) .xp.ns••••
p.rc.ntale of s.l.ri.s and wa,.1 •

$(7.3)

(3.0%)

$(3.9)

(l.6%)

$3.9--
1.64--

P.nsion (cr.dit) exp.ns. w.s det.rain.d usinl the proj.cted unit
credit actuarial m.thod in .ccord.nc. with St.t.ent of Financial
Accountinl Standards t\o. 87. "Employer.' Accountin. for P.nsions."
The d.clin.s in p.nlion .xp.ns. ov.r the lalt two ye.rs .re primarily
attribut.ble to f.vorable investment performance and the fund.d status
of the plans.

C.rt.in disclosures are reqUired to b. ad. of the compon.nes of
p.n.ion COlts .nd the fund.d .tatus of the plaD', includins the
aceuarial pr...nt value of .:c\mUlated plaD benefiu. .ccumulated
proj.ct.d b.n.fit obli••tion aDd th. f.ir v.lue of pl.n ••••t.. Such
disclosur.. are not pr•••nt.d for th. Ccap.ny b.c.u.. th. .tructur. of
the Aaer1tech planl do.. not p.rait the plan.' d.ta to b. re.dily
di••,.r'S.e.d. Ae of Decemb.r 31. 1991. tb. f.ir v.lu. of pl.n ••••t.
av.ilabl. for pl.n b.n.fitl exc••d.d th. proj.ct.d ben.fit obll.ation
(calcul.t.d ullna • di.count r.C. of 6.3% p.rc.nc).

Th. • •••u of tb. AMrit.cb plau con.i.t prillci,ally of d.bt ad
.quity ••curiU... fiZed lncOll. lecuritiel .... real .IC.C.. The
.....d lona-um r.c. of recurn on plaD ••••es Uled ill d.t.ra1nin.
p.nsion COlt for 1991 v•• 7.251 ,.rc.nt.

Durin. 1991, the C08P.ny off.r.d ••t of it. __, ..llt ..,loyees an
••rly retlr.ent ,ro.ra. Th. llet co.t of chi. ,rolra. lncludln.
c.rmin.tioll b.n.fit. aDd •••ctl...nt .aln froa ch. p.nsion ,l.n, w••
$0.9 million.
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In addition t~ provldini pension benefits. the Company provides
eertain health care and group life insurance benefits for all eligible
active and retired employees. Prior to 198!. health care benefit
COlts were explnsed as incurred. In 1988, the Company belan explnsing
an actuarially detlrmined amount for postretirement health carl
benlfits. Contributions are made to a voluntary employee benefit
association ("V£BA") trust fund. The amount Ixpen.ed and funded for
retiree health care benefits for active employee. durin. 1991. 1990
and 1989 were $9.3. $10.3 and $4.5. respectively.

Health care benefits paid for retired e.ployees durin, 1991, 1990 and
1989, net of refunds were $11.0. '9.8 and S8.3 aillion, respectively.
Health care benefits paid for active e.,loyee. for 1991. 1990 and 1989
were $19.6, '19.9 and $17.8. re.pectively.

The cost of Iroup 11ft insurance beneUts is actuar1ally deurained
and recolnized as expen.e over the eaployees' aceive vorkinl lives.
Group l1fe insurance benefits paid for acUve and retired ..ployelS
durinl 1991. 1990 and 1989 wlrl S.3. S.3 and $.2. respectively.

As of Dece.ber 31. 1991, the C~any had approx1aately S.104 retire.i
and 6,106 active employe.s .lilible to receiv. health car. and ,roup
life insurance benefits.

In Oece.ber 1990. the FASi adopted Stat..ent of Financial Accountinl
Standard. No. 106. "Employ.rs' Accouncinl for Poseretir...nc Benefits
Ocher Than Pendons" ("Scace.ent No. 106"). Scace..nC No. 106
requires the COlt of pOltretire.ent benefit. Iranted co ..,loyee. to
be accrueli and recolnized as expen.e over the period in which the
e.,10yee render. service and become. elilibl. to receive benefit••

The Company i. required to adopt Stau.ent No. 106 no later than
January 1. 1993. Under State.ent No. 106, che Ca.pany aa, taaediately
recolnize the accuaulated tran.ition oblilation or aaortiz. the
obl1luion over I period Dot to exceed the Ireater of the averal.
rl1Uin1nl .ervice period of active 1IIII101ee. or 20 yean.
MaAaI...nt' a prel1a1nary estl&au of che tra.iUon obl1laUon on
January 1. 1993 11 approz1aately $225 before incoae taxe••

The Ccapan, ha. Ilot yet finalized 1t1 plana on vb_ to i.,l..enc
Scate.ent No. 106 nor che UDDer ill which the trana1c1n oblilaCion
will be recorded. !xcept for che ....ner 1D vbich the era.ition
obliletin 1. recorded, future expen.e level. for poatretir...nc
benefit. are not expected to be uteriall, differellt froa chac
recorded ill 1991.
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Exhibit 6

UNITED STATES
TELEPHONE ASSOCIATION

Anialysis of Impact 'of,

FAS 106 Costs on GNP-PI
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