MEMORANDUM OF AGREEMENT
between 

Idearc Media
and 

Communications Workers of America

Retiree Medical Benefits

Medical benefits for current and future retirees, who are now represented or were formerly represented by CWA Locals 1301 and 1302, have been a major concern during the current collective bargaining negotiations between CWA and Idearc.  In order to move forward in these negotiations, CWA and Idearc agree as follows contingent upon their reaching new collective bargaining agreements (the “New CBAs”):

1. The parties recognize that there are two distinct groups of retirees with different rights at issue during these negotiations.  The first group includes all current retirees who retired from a Verizon company or who were employed by Idearc under the terms and conditions of Local 1301 and 1302 contracts but retired prior to the effective dates of the New CBAs (“Current Retirees”).  The second group consists of future retirees who will retire during the terms of the New CBAs (“Future Retirees”).

2. With regard to Current Retirees the parties agree that nothing stated, written or discussed during these negotiations shall prejudice the positions of either party in any dispute concerning the rights of Current Retirees as such rights existed as of the execution of the New CBAs nor bear upon the rights of such Retirees, unless explicitly set forth in a document agreed to between the parties. The parties further agree that the New CBAs will not provide or suggest or imply in any way either that retiree medical benefits for Current Retirees will extend beyond the term of the New CBAs or that they will not extend beyond the term of the New CBAs.
3. Regarding Future Retirees, the parties agree that their right to medical and other benefits is as will be set forth in the New CBAs.  The parties further agree that the New CBAs will not provide or suggest or imply in any way either that retiree medical benefits for Future Retirees will extend beyond the term of the New CBAs or that they will not extend beyond the term of the New CBAs. 
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MEMORANDUM OF AGREEMENT

Health Reimbursement Accounts
On January 1, of the calendar years 2009, 2010, 2011, 2012 and 2013, the company will establish a Health Reimbursement Account (HRA), as authorized under the general principles of  Sections 105 and 106 of the Internal Revenue Code (IRC), for each employee, who retired from a Verizon company, or who was employed by Idearc, under the terms and conditions of CWA Local 1301, CWA1302, and IBEW Local 2213 contracts, who retired not later than December 31 of the prior year--including any who retired before January 1, 1992 who chooses prior to January 10, 2009 to be subject to the retiree medical caps defined in the parties’ collective bargaining agreement. 

The basic amount available for crediting to HRA’s will be $400,000 per year, for each year 2009-2013.  An additional amount of $400,000 is available in years 2010-2013 based on the improved productivity (year over year) of the sales representatives of CWA Local 1301.  Determination of additional funding is described under Additional Crediting below. 
Eligible participants will be reimbursed up to the amount of the credits in their accounts, with the submission of appropriate documentation, for the following types of expenses:

· Health Plan Premiums

· Medical care expenses defined in  IRC Section 213(d)

Determining the Allocations

The annual crediting allocation for each retiree will depend on the number of retirees and their spouses in this “arrangement” and the retiree’s applicable coverage category as of the immediately preceding December 31st.  
Amounts credited to HRA’s for Medicare eligible retirees and their spouses will utilize the proportionate relationship between the applicable “cap” amounts of Medicare supplemental coverage ($4,600) as compared to the cost of pre-Medicare coverage ($8,450) or .544.  

The retiree crediting allocation for each year will be determined using the following procedure:
1. Add the number of post-Medicare retirees to the number of their post-Medicare spouses (for those spouses who are also covered by the company plan).

2. Multiply the total number of post-Medicare retirees and spouses by .544.

3. Add the number of pre-Medicare retirees to the number of pre-Medicare spouses (for those spouses who are also covered by the company plan).

4. Add the total number of pre-Medicare retirees and spouses to the number calculated in #2 above.

5. Divide $400,000 by the sum calculated in #4 above.

6. Crediting HRAs for each pre-Medicare retiree and spouse with the amount calculated in #5 above.

7. Multiply the amount calculated in #5 above by .544.

8. Credit HRAs for each post-Medicare retiree and spouse with the amount calculated in #7.

Sample calculation of allocations:

1. There are 150 post-Medicare retirees and 100 spouses of post-Medicare retirees.             

(150+100) x .544 = 136
2. There are 300 pre-Medicare retirees and 200 spouses of pre-Medicare retirees.        

(300+200) + 136 = 636
3. $400,000 / 636 = $628.93
4. HRAs for pre-Medicare retirees = $628.93
5. HRAs for pre-Medicare retirees whose spouses are also covered = $1,257.86.

6. $628.93 x .544 = $342.14
7. HRAs for post-Medicare retirees = $342.14
8. HRAs for post-Medicare retirees whose spouses are also covered = $684.28

9. A family that has at least 1 adult who is Medicare eligible and 1 adult that is pre-Medicare will be credited with $628.93 + $342.14= $971.07.
Additional Crediting

2008 is the Base Year.  For each of year 2009, 2010, 2011, and 2012 that New England sales representatives’ (CWA Local 1301) average productivity, i.e., average annual New Issue Revenue, meets or exceeds an incremental improvement of $100,000 per sales representative, and for which the average meets or exceeds the base year (2008) annual productivity plus $100,000, the Company will contribute an additional $400,000 to the HRA overall crediting.  
For example, if the New England sales representative average productivity at the end of year one meets or exceeds an incremental improvement of $100,000, then a total of $800,000 ($400,000 base allocation + $400,000 additional allocation) will be contributed to the HRA crediting in year two of collective bargaining agreements.   If there is an incremental improvement of another $100,000 in year-two performance over year one performance, then $800,000 ($400,000 base allocation + $400,000 additional allocation) will be contributed to the HRA crediting in year three of the collective bargaining agreements.  If the incremental improvement in year-three performance over year two is less than $100,000, then the year four contribution will be $400,000.      

The number of sales representatives used in the calculation of the “average annual New Issue (NI) revenue” will be determined from the field, “Effective Headcount” on the Productive Days Summary (a standard report).  Effective Headcount is defined as:  The sum of the actual headcounts X the actual days reported; e.g. 2 actual reps may be employed during one PP, but each for only 1 week in the PP, hence together their total effective headcount is 1. 

The average annual New Issue (NI) revenue will be determined from the last sales reporting period on the “Idearc Daily Snapshot Report” and annualized by multiplying the monthly New Issue (NI) revenue x 12 months. 

Data Example
The average annual New Issue (NI) revenue is $1,062,000 ($88,500 monthly NI x 12 months), actual “as sold” results as reported is $1,162,800 ($96,900 monthly NI x 12 months).  Since incremental improvement exceeded the $100,000 the total contribution to the HRA for the next year will be $800,000.

If the “additional crediting” applies, the amounts allocated to retirees will be twice the amounts calculated by the method above, Determining the Allocations.

HRA’s will be set up and available as soon as administrative practicable after January 1, 2009. Crediting amounts will be available for reimbursement as soon as practicable after the first of each calendar year based on completion of calculations.
This crediting will expire at the expiration of the CBAs (CWA Local 1301, CWA1302, and IBEW Local 2213) in 2013 and any unused amounts will not carry forward.

It is the intention of the parties that the credits to the HRAs will be deductible by Idearc, under IRC Section 162, as a valid business expense and will, under sections 105 and 106 of the IRC, not constitute taxable income to the participants. If a determination is made by the Internal Revenue Service or a court of competent jurisdiction that is inconsistent with this intention, then either party can seek renegotiation of this Agreement, provided that the Company’s financial obligations shall not exceed those set out herein. On the occurrence of any such determination by the Internal Revenue Service or a court of competent jurisdiction, the Company may, until such time as this Agreement is renegotiated, suspend its obligation, under this Agreement, to continue to fund participant HRAs if the continuation of such funding could result in adverse tax consequences for the Company or participants.     
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