Communications 501 Third Street, N.W. ORIG I NAL

Workers of America Washington, D.C. 20001-2797
AFL-CIO, CLC 202/434-1100 Fax 202/434-1279
] $ ok J;
MAY 13 2000 EX PARTE OR LATE FILED
May 12, 2000

Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
445 Twelfth Street, S.W.

Washington, D.C. 20554

RE: CC Docket No. 99-333 In re Applications of Sprint Corporation, Transferor and MCI
WorldCom, Inc., Transferee for Consent to Transfer Control of Corporations Holding
Commission Licenses and Authorizations Pursuant to Sections 214 and 310(d) of the
Communications Act and Part 1, 21, 24, 25, 63, 73, 78, 90, and 101

Dear Ms. Salas:

On May 11, 2000 Debbie Goldman, CWA Research Economist, Rocky Barnes, President of
CWA Local 3680, and Jimmy Gurganus, CWA Representative, met with members of the
WorldCom/Sprint merger review team from the Office of Plans and Policy to discuss the impact
of the proposed merger on quality of service in Sprint’s local telephone operations.

The discussion focused on the following issues: deteriorating service quality in Sprint’s local
telephone operations; Sprint’s disinvestment in its local telecommunications division, despite $50
million in federal universal service subsidies; the Applicants’ failure to commit to reverse these
trends and to hasten deployment of advanced services through increased post-merger investment
in Sprint’s local service areas; and more generally, the impact of the proposed merger on the
digital divide in rural areas.

I attach 2 copies of all documents provided to Commission staff yesterday. They include:

FCC Armis service quality data for Sprint’s local telecommunications division, updated to include
1999 data; Sprint local operating companies’ dividend payments to Sprint Corp., by local
subsidiary, updated to include 1999 data; comparison of FCC Armis and GAAP financial
reporting on Sprint subsidiary dividend payments to Sprint Corp.; federal high-cost universal
service support to Sprint local operating companies; photos of poor service quality in Sprint
outside plant in North Carolina, Texas, and Ohio; news clippings from Ohio and Texas reporting
Sprint service quality problems; and other documents detailing poor service quality at Sprint.
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The attached hand-outs were used in the discussion. In accordance with the Commission’s rules,
I submit two copies of this notice and the hand-outs.

Sincerely,

(lepler /,OQ@LW

Debbie Goldman, Research Economist
Development and Research Department

Attachments
cc: Claudia Fox
Christopher Libertelli

Daniel Shiman
Pamela Mezna
Jim Bird




Impact of Proposed Merger on Sprint’s Local Telecommunications Division
CWA Ex Parte Presentation
May 11, 2000

I. Sprint Local Telecommunications Division
7.9 million lines in 18 states
CWA represents 5,000 employees in 12 states: NC is largest
Local telecommunications division is major profit center, cash source for
Sprint

I1. Sprint Has Allowed Service Quality to Deteriorate in its Local
Telecommunications Division

FCC Service Quality Data

Sprint Human Resource and Inadequate Investment Policies

III. Sprint’s Disinvestment in its Local Telecommunications Division, Despite
$50 Million in Federal Universal Service Subsidies

IV. WorldCom/Sprint Make No Commitments to Increase Investment in Local
Telephone Companies Post-Merger to Address Service Quality Problems and to

Speed Deployment of Advanced Services in Sprint’s Local Service Areas

V. Conditions




Sprint’s Local Service Areas
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Importance of Sprint’s Local Telecommunications Division

In 1999, the local telephone division provided 28 percent of sales and contributed as much as the
long distance division to Sprint’s operating income. Sprint’s Local Telecommunications Division
is Sprint’s most profitable division and its best source for cash expansion.

The local telecommunications operations of a merged WorldCom/Sprint would provide 10
percent of total revenue and 25 percent of operating income (on a pro-forma basis).

Sprint 1999 Revenue
Long Distance $10.6 billion 53 percent
Local $ 5.6 billion 28 percent
Wireless $ 3.1 billion 16 percent
Other $ 0.6 billion 3 percent
Total $19.9 billion 100 percent
Source: Sprint SEC Form 10-K, filed 3/24/2000

Sprint 1999 Operating Income

Long Distance $1.6 billion
Local $1.5 billion
Wireless - $3.2 billion
Other - $0.6 billion
Total - $0.7 billion

Source: Sprint SEC Form 10-K, filed 3/24/2000




Sprint Service Quality Data

Sprint Local Telecom Division

United Tel & Central of Fla

Carolina Tel & Tel of North Carolina

Central Tel of Nevada Divn.-Nevada

Central of Texas

United Tel of Texas

Init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

Init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

Init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

Init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

Init. Trouble Reports

Repeat Trouble Reports

Init. Out-of-Service Reports
Repeat Out-of-Service Reports
Access Lines

1996
1,511,619
191,366
1,002,973
120,304
6,398,709

346,129
16,340
408,724
36,530
1,722

173,685
18,390
121,841
12,730
1,041

161,172
21,314
62,468

8,473
726

56,857
7,797
33,732
4,635
188

46,435
6,196
33,566
4,676
141

1997
1,476,953
185,165
971,099
115,301
7,293,144

293,722
31,279
221,087
21,133
1,919

225,880
22,307
157,322
15,322
1,073

136,313
20,779
60,778

8,568
796

66,016
9,880
37,038
5,660
201.51

47,123
7,816

34,282
6,053

147.596

1998
1,810,595
220,864
1,272,282
152,040
7,520,893

440,694
49,428
343,227
38,066
2,007

261,986
27,065
202,018
20,703
1,128

195,665
28,162
97,742
14,725

843

85,103

13,793

51,207
7,953
209.99

73,748
13,015
49,994
8,863
154.025

1999
1,858,177
252,608
1,346,215
252,608
7,879,387

511,833
69,785
393,573
51,554
2,117

306,472
39,157
238,959
30,185
1182.8

190,812
29,991
115,303
18,344
878

69,652
9,692

47,959
6,799
223.69

66,490
11,508
45793
8,365
161

Source: FCC Armis Data, 43-05, Table lla (available at gu!lfoss.fcc.gov:8080/cgi-bin/websql/prod/ccb/armis/forms/output. hts
o:\shared\mci-sprint\service quality\Sprint SQ ALL States 91-98

% 96-99
22.9%
32.0%
34.2%

110.0%
23.1%

47.9%
70.7%
46.2%
84.5%
22.9%

76.5%
112.9%
96.1%
137.1%
13.6%

26.2%
40.7%
84.6%
116.5%
20.9%

22.5%
24.3%
42.2%
46.7%
19.0%

43.2%
85.7%
36.4%
78.7%
14.2%




Company Service Quality Comparison -- 1998

AMT BA BS NYNEX Pacific SBC USWest GTE Sprint Sprint Rank

Avg Installation Interval (days) 2.3 24 0.6 1.2 24 0.7 16 3 41 worst
Initial Trouble Rpts/Thousand Lines 217 165 287 191 156 224 196 202 241 2nd worst
Troubles Found/Thousand Lines 152 104 145 136 109 157 132 202 209 worst

Source: Jonathon M. Kraushaar, Quality of Service of the Local Operating Companies Aggregated to the Holding Company Level, 1996-1998,
FCC, Industry Analysis Division of Common Carrier Bureau (available at http://www.fcc.goc/ccb/stats).




TRACING THE CASH FLOW - 1996-99

Telephone Ratepayers

Sprint Local Telephone Companies

$2.7 Billion
(total dividend)

Sprint Corp.

$0.7 Billion $2.0 Billion
(fair share (excess
dividend) dividend)
Sprint Shareholders Non-Telephone

Non-Regulated Investments

Wireless, long distance, data networks,
foreign, new telecom services




Sprint - 1998

100,829 100,696 95,121 318,492

Total Equity 516,825 100,052 161,894

1,405,535 964,093 169,941

Total Net Income 74,836 367,748 23,758 25,705 172,185 26,168 33,516 22,243 18,207 73,176 31,614
Dividends Paid 92,476 264,063 13,250 17,950 134,225 13,653 25,684 17,950 12,694 42,032 27,042
Sprint Corp Stockholder Equity 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300 12,448,300
Sprint Corp Net Income 414,500 414,500 414,500 414,500 414,500 414,500 414,500 414,500 414,500 414,500 414,500
Sprint Corp Dividends Paid 430,300 430,300 430,300 430,300 430,300 430,300 430,300 430,300 430,300 430,300 430,300
Fair Share (based on equity) 4.15% 11.29% 0.81% 1.30% 7.74% 1.37% 0.81% 0.81% 0.76% 2.56% 1.56%
Actual Share 21.49% 61.37% 3.08% 4.17% 31.19% 3.17% 5.97% 4.17% 2.95% 9.77% 6.28%
Fair Share Dividend 17,865 48,585 3,490 5,596 33,326 5874 3,485 3,481 3,288 11,009 5,695

Excess Dividend

$74,611 $215,478 $9,760 $12,354 $100,899 $7,779 $22,199 14,469 $9,406 $31,023 $20,347

Access Lines 1127,799 1,112,565 290,057 209,990 2,006,784 255,448 252,180 231,049 166,399 691,515 426,992
% Access Lines 15.3% 15.1% 3.9% 2.9% 27.3% 3.5% 3.4% 3.1% 2.3% 9.4% 5.8%

Source: FCC, Statistics of Communications Common Carriers, Table 2.9 (for 1996, 1997, 1999); FCC, Armis Report 43-02, Tables B1a, |1a (for 1
o:\shared\mci-sprint\service quality\dividend data



Sprint - 1997

Total Equity 534,46, 1,304,890 154,139 926,133 157,426 92,997 96,403 89,608 287,349 189,122 163,
Total Net Income 101,021 297,436 29,980 169,334 29,419 30,599 21,599 21,421 71,226 36,650 33,
Dividends Paid 94,108 275,669 16,000 169,000 27,631 38,774 22,618 11,345 65,468 34,259 25,
Sprint Corp Stockholder Equity 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,200 9,025,
Sprint Corp Net Income 952,500 952,500 952,500 952,500 952,500 952,500 952,500 952,500 952,500 952,500 952,
Sprint Corp Dividends Paid 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,000 430,
Fair Share (based on equity) 5.92% 14.46% 1.71% 10.26% 1.74% 1.03% 1.07% 0.99% 3.18% 2.10% 1.¢
Actual Share 21.89% 64.11% 3.72% 39.30% 6.43% 9.02% 5.26% 2.64% 15.23% 7.97% 5.¢
Fair Share Dividend 25,464 62,171 7,344 44,125 7,500 4,431 4,593 4,269 13,691 9,011 7,

Excess Dividend

$68,644 $213,498 $8,656 $124,875

$34,343

$51,777

Access Lines
% Access Lines

Source: FCC, Statistics of Communications Common Carriers, Table 2.9 (for 1996, 1997, 1999); FCC, Armis Report 43-02, Tables B1a, I1a (for 199¢
o:\shared\mci-sprint\service quality\dividend data



Sprint - 1996

Total Equity 627,652 1,283,403 140,755 925,800 101,172 97,421 79,532 281,590 186,731 158
Total Net income 91,144 29,048 25,050 163,566 27,342 21,572 21,053 69,197 35,343 32
Dividends Paid 90,373 25,741 32,000 114,500 21,828 15,602 14,738 58,845 24,114 32
Sprint Corp Stockholder Equity 8,519,900 8,519,900 8,519,900 8,519,900 8,519,900 8,519,900 8,519,900 8,519,900 8,519,900 8,519
Sprint Corp Net Income 1,183,800 1,183,800 1,183,800 1,183,800 1,183,800 1,183,800 1,183,800 1,183,800 1,183,800 1,183
Sprint Corp Dividends Paid 419,600 419,600 419,600 419,600 419,600 419,600 418,600 419,600 419,600 41¢
Fair Share (based on equity) 6.19% 15.06% 1.65% 10.87% 1.19% 1.14% 0.93% 3.31% 2.1%% 1.
Actual Share 21.54% 6.13% 7.63% 27.29% 5.20% 3.72% 3.51% 14.02% 5.75% 7.
Fair Share Dividend 25,982 63,207 6,932 45,595 4,983 4,798 3,917 13,868 9,196 7
Excess Dividend $64,391 ($37,466) $25,068 $68,905 $16,845 $10,804

$10,821 $44,977 $14,918

Access Lines T1,058,408 1,120,234 7272125 1,845,093 257537 193657 144225 625,838 "377,320
% Access Lines 16.5% 17.6% 4.3% 28.8% 4.0% 3.0% 2.3% 9.8% 5.9% :

Source: FCC, Statistics of Communications Common Carriers, Table 2.9 (for 1996, 1997, 1999); FCC, Armis Report 43-02, Tables B1a, I1a (for 1999).
o:\shared\mci-sprint\service quality\dividend data



Sprint Local Operating Companies' Dividend Payments to Sprint Corp., 1996-1999

389,923 772,215 35,150 97,450 559,100 71,786 127 423 83,672 48,811 252,473 133,09

Dividends Paid

Fair Share Dividend 85,208 222,367 6,849 25,023 155,761 18,477 15,832 16,025 14,911 48,634 30,85

Excess Dividend $304,715 $549,848 $28,301 $72,427 $403,339 $53,309 $111,591 $67,647 $33,900 $203,838 $102,233

Net income 351,956 982,425 48,016 108,709 688,306 73,044 121,959 89,190 81,272 290,744 140,671
Dividends as % of Net Income 111% 79% 73% 90% 81% 98% 104% 94% 60% 87% 959
Share of Corporate Equity (1999) 3.60% 10.98% 0.76% 1.17% 7.42% 1.16% 0.67% 0.72% 0.78% 2.28% 1.35%
Share of Corporate Dividends (1999) 25.62% 46.88% 4.97% 7.14% 32.06% 6.92% 9.33% 6.24% 2.28% 19.53% 10.81%

Total Corporate Dividends (1999): 441,000

Source: FCC, Statistics of Communications Common Carriers, Table 2.9 (for 1996, 1997, 1999); FCC, Armis Report 43-02, Tables B1a, 11z
o:\shared\mci-sprint\service quality\dividend data



Sprint - 1999

18
UK

Total Equity 488,814 1,488,353 103,310 158,368 1,005,938 156,896

96,970 105, 09,510 183,089
Total Net Income 84,955 288,193 24,258 27,974 183,221 17457 23,776 20,591 77.145 37,069 35,
Dividends Paid 112,966 206,742 21,900 31,500 141,375 30,502 27.502 10,034 86,128 47,675 47,

Sprint Corp Stockholder Equity 13,560,000 13,560,000 13,560,000 13,560,000 13,560,000 13,560,000 13,560,000 13,660,000 13,560,000 13,560,000 13,560,000 13,560,

Sprint Corp Net Income -745,000 -745,000 -745,000 -745,000 -745,000 -745,000 -745,000 -745,000 745,000 -745,000 -745,000 -745,
Sprint Corp Dividends Paid 441,000 441,000 441,000 441,000 441,000 441,000 441,000 441,000 441,000 441,000 441,000 441,
Fair Share (based on equity) 3.60% 10.98% 0.76% 1.17% 7.42% 1.16% 0.67% 0.72% 0.78% 2.28% 1.35% 11
Actual Share 25.62% 46.88% 4.97% 7.14% 32.06% 6.92% 9.33% 6.24% 2.28% 19.53% 10.81% 10.¢
Fair Share Dividend 15,897 48,404 3,360 5,150 32,715 5,103 2,933 3,154 3,437 10,066 5,954 5,
Excess Dividend $97,069 $158,338 $18,540 $26,350  $108,660 $25,399 $38,204 $24,348 $6,597 $76,062 $41,721 $42.¢

Source: FCC, Statistics of Communications Common Carriers, Table 2.9 (for 1996, 1997, 1999); FCC, Armis Report 43-02, Tables B1a, 1
o:\shared\mci-sprint\service quality\dividend data



Total Equity
Total Net Income

Dividends Paid

Sprint Corp Stockholder Equity
Sprint Corp Net income

Sprint Corp Dividends Paid

Fair Share (based on equity)
Actual Share
Fair Share Dividend

Excess Dividend

Sprint Earnings Data: FCC's ARMIS and GAAP Comparison

527,552
91,144
90,373

8,519,900
1,183,800
419,600

6.19%

21.54%

25,982
$64,391

514,740

114,093
90,373

8,519,900
1,183,800
419,600

6.04%

21.54%
25,351
$65,022

534,465
101,021
94,108

9,025,200
952,500
430,000

5.92%

21.89%

25,464
$68,644

546,366
125,734
94,108

9,025,200
952,500
430,000

6.05%

21.89%
26,031
$68,077

925,800
163,566
114,500

8,519,900
1,183,800
419,600

10.87%

27.29%

45,595
$68,905

Sources: FCC, Statistics of Communications Common Carriers, Table 2.9, various years;Sprint Corp: 10-K , filed 3/5/99;

Moody's Public Utility Manual, 1999 (most recent data is for 1996 and 1997)

801,038
177,223
114,499

8,519,900
1,183,800
419,600

9.40%

27.29%
39,451
$75,048

926,133
169,334
169,000

9,025,200
952,500
430,000

10.26%

39.30%

44,125
$124,875

810,821
178,783
169,000

9,025,200
952,500
430,000

8.98%

39.30%
38,631
$130,369




High Cost Loop Universal Service Fund Payments
to Sprint Local Telephone Companies
$ thousands

Company 1996 1997 1998 1999 2000
United of E Kansas 8,220 10,244 10,680 10,444 8771
United of Kansas 5072 5017 6,883 7,856 5,393
United of Minnesota 3,049 3,069 328 3018 1,893
United of Missouri 1,478 1,479 169 1,796 1,502
United of Nebraska 461
United of Texas 19,464 21,476 21,067 18,791 17,983
Centel of Texas 1,791 1,059 1,878 4770 566
Centel of Virginia 1632 1,139 1,346 1,179 951
United of NW (Wa/Ore) 1236 1,382 1,157 1,171 279
United of West (Wy) 447 489 659 639 1,020
Total 44,289 45,354 48,651 49,664 38,819

Source: FCC, Federal-State Joint Board Monitoring Report, Dec. 1999, Table 3.24
(available at http://www fcc.gov/Bureaus/Common_Carrier/Reports/FCC-State_Link/monitor.htmi

o:\shared\mci-sprint\service quality\Sprint USF support




DOCUMENTS
SUPPORTING
POOR SERVICE QUALITY
AT

SPRINT




sprint bulletin

L9z al Telecornmunic atdans Divieion

[Previous] [Archive] [Next]

February 4, 1959

Temporary hiring and employee trénsfer
restrictions

The changing nature of the business is causing the LTD's leadership to evaluate several aspects of the
LTD's operations to determine how to improve profitability. During this evaluation, the LTD must
maintain the levels of profitability expected by sharcowners. Several actions have been taken to control
expenses during this period. One of those actions is 1o freeze hiring of employees in most cases. The

freeze will not effect the hiring of :

1. associates who are selling our products and services
2. associates whose jobs are directly driven by the service requirements of our external and internal

custonzers, and ‘
3. associates who apply for positions in Broadband Local Network (BLN).

Since, for the most ]part, jobs of departing LTD employees will not be backfilled, it is reasonable that
LTD employees will not be released for other jobs that are laterals or downgrades in LTD, LDD,
Corporate Center, PCS or other Sprint organizations. Employees will be released for promotions and, in
most instances, those vacancies will be backfilled Therefore, effective immediately, LTD employees
may not submit JIRs for jobs that are laterals or downgrades. JIRs that had been received as of Feb. 2

will be honored.

Due to the critical need to staff our new BLN organization, employees who wish to transfer into this
group on a lateral or downgrade will not be affected by this policy. When appropriate, jobs of employees
who transfer into BLN may be backfilled.

Any exceptions to this policy must be approved by a vice president. This policy will be in effect through
Friday, April 30, 1999. At that time the LTD's profitability will be evaluated to determine whether or not
these restrictions will be lifted.

[Previous] [Archive] [Next]
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NOC -EAST
OVERTIME REDUCTION GUIDELIRES

The fobowing are guideimes to be used by the Network Operations Center (NOC)
during the period of expense reduction. They are nel intended to be faken as future
poiicy chranges or meant 1o be sil incusive, GOOD JUDGMENT MUST BE USED IN
EACH SITUATION. -

if 2 contr! offics techmidan is currently working on @ trouble, Le. switch, speockl service
creui, ete, hefshe will confinue urdll the problem is rescived, unlass excessive
overtime wil be required ic compiste the trouble. The C.O. technician wil notify hisher
supervisor. (Unless this is an emergency service such as FAA, FEMA, sw
enforceme snpacing service, E811, aifical HiCap, eic., in which case the trouble wil
e corrected before the technician leaves).

if 3 central cifice technician is crently wrking to complete a due date on a speciat
service CTUcuit order, he/she will continue undd the order is completed, untess excessive
overtime will be required to compieta the order. The C.0. technician will notfy his/ner
supervisor.

Alarms that are received by the NOC that indicate service Is not affected, butthere isa |

ioss of redundancy, 2 wchnician will be cafted out if there are 100 of more lines
involved. if less than 100 cusiomers are vaived, 2 call o the superviser wilt be made
o msure no spedal or mRfer customers are nvolved, if not this would wait until the start
af e next work day, with the following exceptions.

3) f more than 100 customers are at risk by working ¢n a unit during fomal
working howrs then an immediate call out will be made.

By i the equiprment Involves £511, FAA. or any other major or crifical customer then
an inmediate call out will be made.

c) tftheNOChasrcasmbbefaeveﬂnsmﬁdbsmmabestmtezmtofsmno
respond to this trouble, then an mmediate call out will be made,

Alarms that indicats a loss of servive to 80 or more custorners, this is 5% of a full SLC
86 cancerator, would be caded out on immediately. A call would stit be made to the
supervisor ff Jess than 90 customers $o insure 1o citical or major customers are
affected. The excaptions in # 4 woudd still apply.
Envirorsmental akerms such as AC power, genesator, high temperature, fire atarm
trouble, et that are gt sites that affect 100 or more Lines will be cailad out imarsediatety.
aj  FIRE alanns will be handied as normal.

All out of hours maintenance and procsssor updates will be scheduled in advance. The
weekly work schedule will be-adjusted so the work tex occur during a nonmnal work shift

J
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NOC -EAST
OVERTIME REQUCTION GUADELINES

Whems we fave 24 mmmmmmﬂwnmmm
for after hour Touties, ¥ thiz e is within a 2 hout COMTARS.

NOTE: The NOT will nend 3l managens io provids a lst of sias thae are
woverad 24 howrs anxd wiiat sites Swse techiiciine wit heve scoess to.

Speciat Sexvics call outs wil only he miade on &1 emeipRcy besis. This will be -

Caternmuned by the Special Services group £xd will inchade ervicax such an FAA,

FEMA, law srdorCamen npacting service, 911, wirdoss services impecting mary
customears, oritical HiCap, et B

if wontdng on & MOPRES and & may De sorvice affecting, the Secision o vilize
ovestire will be made by the NOC 3ng central offics supervisximannger.

The NOC Wi continue o cafl ot a3 nomngl on i Mec optic wrriral and SONET
criical and mejor slerms.

The NOC » continue o call o 23 acnmel on all air dryar 3nd 10w prassure oriticsl arxd
Mo alasme.

-




EMPLCYEE BULLETIN CSQ.LTD
11,28/

Please forward this bulletin via e-mail to all smpioyees within the CSO organization. Managers are encouraged to
provide a copy of this bulletin to employees who do not have access to a PC. Thank you.

A Message from
Bill McDonald, Senior Vice President, C$0, LTD

A few weeks ago, | had the opportunily to mest with the CSO Management Teams on a
nationwide basis to discuss the critical need to reduce costs within our.organization. During those
meetings, we discussed a new effart known ashe FORGE (Focus Our Resources on Grealer
Efficiencles) initiative, which is currently under way.

FORGE consists of six teams made up of representatives from a variety of levels and different
segments within CSO. Their goal is to reduce operating costs by 10 percent across the board for
2001. As a team, they are examining the major functional areas of CSO -~ I&R, CO, WFM,
Remoie Entry and Assignment, Engineering and Non-payroll activiies. They are also trying to
pinpoint areas that could be more cost-effactive through process improvement. There is no doubt
that the FORGE initiative is a must for CSO and there is aiso an underlying need for success
fram a business unit perspective, which will ultimately benefit us as a division.

Keep in mind that we cannot wait until we begin reaping the benefits from the FORGE initjative.
From an industry perspective our operating costs are much higher in comparison to the
competition. As a result we are planning to focus on five key areas: reducing overtime, improving
productivity, reducing work volume, reducing contractor expense and spending na dime before
it's time. 1t is quite clear that those are the standards by which we will measure our success and
you can expect that many changes will occur between now and the end of the year.

| would like to encourage all of you to take an active role as we work to develop new approaches
to manage our business more efficiently. Don't hesitate to contaad your manager/supervisor or a
member of the FORGE team {0 submit your ideas/suggestions. (A list of the FORGE team
members is located at the bottom of this bulletin.)

In conclusion, | realize that & lot has taken place over the last several weeks in terns of the
SprintWorldCom merger announcement. As you are all well aware, this is the largest acquisition
ever, totaling $129 billion. All of us shouid be very proud to be a part of this historic svent, which
offers Sprint many advantages competing nationally, even globally.

Remember that the time is now to make a difference in CSO. As individuals, | encourage sach of
you to submit your ideas to your managers/supervisors of FORGE team members as soon s
possible. With your help ! feel very confident that we will achieve success in the months to come.
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Ll McDonald Meeting Talking Points

The buyout fom WorldCorn is not frual. Coutd take up %o 15 months.

Mux heep the 20ck vp prior 10 finglizing tho buyout.,

Mxst reduca expanses for the awct 15 moarhe

Whatt are our pritasy drivees for expanse?

4 Labor equaly 747 of our expensc dollars

+  Overtimo equal 36% of our labor expense doilars

How do we compars with the other top {6) LTIy redattve 10 coft par acceys liow in service?
¢ Other LTD% sverage $44 compared 1o Sprint a1 551 {reduced from $54 three years sgo)
SSO and SMAT are the two problem regions QresTunnng, the oxpense bugdger.

We oversan the budget in September by $3,000,000,

Net opersting income must incroasd by 10% sach year. Thatfac,wmuslredmw
expendinure cach year becausc roveoues ane not imereasing 10%.

We soust meet oor dodged through November of each muanugwr wilt:

+  Maar with MeDonald. Laagley and Director the firi weck of Dacsmibur.

* 30miﬁnwswmbcxuomdeocxpmnwbu:yoummdwhyywmm

4 £0 mmites will be atloored 1 axplaiv yout plan to maka ap the Ovor eXpERIITWE ARG
how you wil] get back la e,

+ Effective for the 2000 LINK, if yosr-end budget 78 not met your LINK, rating will refiect
u4mus£ocdmpomoodymwU'Nxmdmconcwbomdoahmuobmq
replaca you.

¢ The moathly process will coatinns through year 2000.

What are your turgst budpet Homs?
¢ Euwpleyes Production
+  Increase 10% based on TPP (in the dutarim use tickets per 8 bours)

*  Must show thaz you have inken sctios on employers pot mecting production
levels.

*  Mog tenninae pmployees not mesting production over consecytive months.

= If your techaioians that participate in homcmmm&yom'h:gh&
producers you will jerminsts home garsging.

® QOvertime
" » Must reduce overtime 1o lesx than 10%. Each supervisor is dlsponsibie for
his/ber work group (cost ceoter).

s Xnow whery you (¢ supavisor) are, at all ﬂmmmmrpumﬂvm:
expended.




s hbor{bﬁnd‘in;comggnﬂwmmdw:
+  Minimizs contract labor o meet budget
* Minimthmukiﬁmufm‘nlmﬁllWhmu(mgS}
- mximimwmchpdbuﬁul
*  Minimize call cuts. holldey and weekend Coverage.
+ Do ol perfarm sny non-esmrdial hbor,

* Do not perform say mainknance weork usiess you have e demand work ymder
control without baving 1o expend overtime.
¢ Turn back ali slow beud rate tiokury.

9 Some sxnmpies uved:

¢ McDooald asked if your washer broke at 8 PM wouls you call Ror repair aod pay
overtime, Can you msghie your responac if you took your car in for swrvice and thoy
toid you they coaldn’t get it until later but would gex it doao if you wors willing to pay
overtime rates? :

4 Take risky sech as tho fibor that was ¢t on a 7ing est week. The sing 2witched and did

. fict causs an ot of servioe condition. The technicians worked Bito the night on oventime -

to regtare the damage. Could we bave ken the visk and tepatred Sie {foer the next dey
and saved the overtime? )

+ TCallout~ Weneed to-changr the mindset that svery roublc tas to be fixed NOW. Baseqg .
00 the crcumsances we need 10 stand responding that we will 6x i€ the mexi day. Cchicsl |
clreuits such as FAA, 911, hospital, cac. woutd a0t apply. The director and VP leved ‘
sisued they wonld support 3 oext dey repair on w circult or minor alarm if our devision
wery 10 do 80,

4 EBminee all non-scrvice affecting Quality fincrions parformed on tha plars st the it
of our site vizit, . '

< I your w8 99% o OCS st why not miss some, Wliminuie the overtime and pot your
restis a2 closs a8 yOu can to the objective. 1s 99% batter than 95% H you overspent the
budgat s OT? Clue-The saywer is NO.

< Reducs no-sccess visits by running the tronble s0 the NID sod leave 2 message note that o
retim vish will be at hourly rste.

% RupondtoFPSCmpldnbMdm‘tjumproomirhmonrm@upm]
do & immedinely, »

4 Reduce repests by propwiy testing the line the first time you clear the ticket.




This 0il cloth has been on
there

this cable for months. If you look closely,

are exposed conductors hanging out the bottom.




with

being held up

b vou can,t see it Vervy well, the closure on the lefr 1s



The wind has blown the oil cloth off of this terminal leaving the cable
and pairs exposed to the elements.




