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AUDIT EXCEPTION NO 

SUBJECT; LOBBYING AND CONTRIBUTIONS CHARGED TO BST FROM BELLCORE 

STATEMENT OF FACT: Bellcore had the following expenses in 1992 

Project Contributions 480004 Legislative Task Force 

Acct. 649-086 Corporate Legislative Regulatory Support 
Acct. 671-i5i Washington Regulatory Internal Services 

431,300.0@ 71 9,197.1 5 
1,904.671.60 

446,639.4 ------- 

Accounts 649-086 and 671-1 51 are d 

Project 480004 was charged at $71.80 
states. The project overview provided in request 2-1 12, describes the project as: 

Assist the Bellcore Client Companies by providing centralized coverage in Washington 
of events of national importance in telecommunications. Areas of focus include 
Congress, the Federal courts, regulatory agencies, and other national organizations 
headquartered in Washington. 

All of the other accounts, totaling $3,070,508.10, were allocated to all projects 
through the internal allocation process of Bellcore. (Per Requests 2-101 and 2-1 17.1) 

Using the Bellcore ownership billing in the Bellcore Annual 

@ 
J 

Report, staff calculated that 

OPINION: The above costs of $3,070,508.10 allocated to BST at 16.3% total 
$500,635.59. This along with the $71.800 charged to BSC for project 48004 total 
$572,435.59. Since most Bellcore billings are charged to accounts 6724 and 6727, the 
state allocators for these accounts are being used 10 determine the portion of these 
costs applicable to each state. 
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% 

26.14% 
17.28% 
9.62% 
6.44% 
3.47% 
4.92% 
9.95% 
5.85% 

11.33% 

DOLLARS 

149,635 
98,917 
55,068 
36,865 
48,485 
28.1 64 
56.957 
33.487 
64.857 

572,436 
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Florida 
Georgia 
North Carolina 
South Carolina 
Alabama 
Kentucky 
Louisianna 
Mississippi 
Tennessee 

share of costs from ratemaking. 
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ITW NO. 2-117-1 
AllACHItENT I ,. .- . ... 

CAW: ~clrporata LegisIative/ReguIatory support Project 91smr> 
Corporate Legislative-IRegulatoly Support expenses are charged to project 915XX 
and include all expenditures associated with the Regulation and aOvernmcnt 
Support orga&ations. IIICSC organizations assist the regions in identifymg, 
monitoring, aad analyzing regulatory iasues of concern. ”hey advise and assist 
the Regional Holding Companies in their interactions with Congrcssiond 
Committees, the Fed& Communication Commission and the Executive Btanch. 
Corporatt LegislativdRcgulatOry Support expenses are charged back to all Area 
Support, swim Center, SDCPEIEC, and External Billable hjecta on the basis 
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6fl-ISl: Standard Rated Corpomte Service Canter Normalition 
(Washington Regulatory Internal W c e s  wed 815XX) 

Bellcore’s Corporate Service Centers an structured to provide on an economical 
basis, those services which aze commonly requid by most of the organizations 
in the compmy. Standard Rated Service Centers are billed directly to the user 
orgmhition on a usage basis which is charged at atandatd rates. At year-end a 
normalization process may be performed to eIiminate any midual overlunder 
 very that exists within the Standard Rated Corporar~ Service Centers. This 
n o d i o n  p r o a s  allows any over ldw recovery expenses to be charged 

.back to the fitanal projects on the basis of usage. / 
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AUDIT DISCLOSURE NO 

SURJECT: BELLCORE COST REDUCTION 

STATEMENT OF FACT: According to the Bellcore annual repon. Bellcore went through a 
restructuring of its operations in 1992 to simplify and eliminate various internal 
processes and procedures. 

In 1992 Sellcore incurred $53.9 million in non-recurring expenses (not including 
non-severance related salary amounts) according to their audited financial 
statements. In addition. according to the Bellcore Annual Report, there was a net 
reduction of payroll and contract labor of 922 employees. According to a request 
response, the pay reduction related is $37,483.388.26, excluding termination pay and 
other benefits. 

, . 

. 
' Total 1992 expenses per the 1992 financial statements $1,150,080,000 

$1,105.000.000 

$45,080,000 

Includes non-recurring expenses 
1993 approved budget for 1993 (Request 2-111) ---- 
Budgeted reduction in expenses atthe Bellcore Level. 
Percent of 1992 expense 

BellSouth Telecommunications Budget for 1993(2-111.0.1) 
Actual 1992 billed-EST per Bellcore Annual Report 

Budgeted Reduction at EST Level 
Percent of 1992 expense 1.78Vo 

EST Florida budget for 1993 (Request 2-08O.A) 
EST Florida Bellcore charges 1992 (EST Annual Report) 

Budgeted Reduction at Florida Level (1 47.834) 
Percent of 1992 expense-Increase -0.35% 

165,795.60 

2,997,400 

4 2 . 6 3 8 , 7 O F ~ ~  *- 
42.490.86 

OPINION: The reduction in the Bellcore budget does not even account 
for the entire S53.9 million in non-recurring expenses let alone any 
decrease in salary or employee related expenses such as benefits or building 
space for all of the employees let go in 1992. 

The estimated reduction in salary expense alone is $37,583,388.26. The combination of 
the S53.9 million and the 537.583.388.26 is $91.483.388.26. Therefore, the total 
known decrease in Bellcore expenses not including overheads is $91,483.388.26 or an 
8Vo reduction. 
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RECOMMENDATION: Further reductions appear to be needed in the 1993 
Bellcore budget. 

Using an 8% reduction, Florida expenses would decrease by $3,399,269 in 1993. 
Allocated based on 1992 activity to accounts being charged over 1 % Of the 

reports of Bellcore). the reduction is as follows: 
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AUDIT DISCLOSURE 

SUBJECT EST GENERIC RESEARCH AND DEVELOPMENT 

STATEMENT OF FACTS: EST has a research and development division which charges 
expenses to account 
in 1992 related to Generic R & D were 
26.14% were charged to Florida or 
5.34% were charged to 

According to John Mast. the company allocated this portion of the account using the 
general allocator which is computed mechanically in the cost separations System and 
is based on the 6XXX expense account. 

According to the Cost Allocation Manual (CAM), the Eellcore Research and 
Development is to be apportioned to reg and non-reg as follows: 

'Based upon an annual analysis of Internal R 8 D to determine if projects are 
regulated or non-regulated." 

In 1993, according to John Mast, the company is changins !rom the general allocator 
to a a method where they separate the projects into catagories of Switched. 
Non-Switched, Composite Switched and Non-Switched. Support and Generic. These 
catagories are then allocated based on ARMIS report plant. Generic is allocated 
using a 3 month average of the general allocator. 

In interviews Research and Oevelopmen( personnel contended that all of the research 
is regulated even though possible future services may be unre&lated because the 
projects determine how the products interface with the system. /------ 

bidding for slots for wireless phone service or Personal Communication SyStemS(PCS). 

According to recent newpaper articles. the FCC has recently given approval to Bell 
Atlantic to enter the video market and has recently scheduled d e  setting for 

In October, BellSouth Cop. signed a $250 million agreement to acquire a 22.5% stake 
in Prime Management Co., a Texas-based cable N company. 

The company's 1992 Accounting for lnternzl R & D Analysis paper recommended 
annual reviews because of: 

'Increasing competition and the relief of many MFJ restrictions will likely result 
in substantially increased internal R 8 D efforts beyond li::crical levels." 
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OPINION: Recent rulings by the FCC make allocation of R & D based on current non 
regulated services unreasonable. As the operating companies enter into more and 
more unregulated business, the unregulated businesses will be benefiting from the 
benefits from the technology obtained in their current research. 

Because the company's new system allocates costs to regulated and non-regulated 
on future investment (3 years) of current non-regulated services, and R 8 D account 
6727 according to the USOA is a planned search or critical investigation aimed at 
discovery of new knowledge or translating research findings into a plan or design for 
a new product or process or for a significant improvement to an existing product or 
process, possible new unregulated services are not being taken into account. 

@ ,  
to the company workpapers. if the company had used their new allocation S F  

ethod in 1992, they would have allocated .7304% -to iiOn=n?gins 
.34% actually allocated. The 1993 forecasted rate case exhibits is probably basod 

. 

on this new lower percentage. 

Several methods of accounting for these costs can be used by State Commissions: 

1. Deferral of costs until potential products are determined. 

2. Requirement of Keep Cost records by projects and product for 
retroactive adjustments. 
(If this is used, amounts recorded need to be audited 
periodically to make sure they are all inclusive) 

3. Allocation of project based on estimated future benefits. 

Some projects appear to have more non-regulated possibilities than others. Staff 
has renewed each project and determined allocation methodology for each. We 
also contend that the absolute minimum that should be used is the general 
allocator. The companies new system, which bases the allocation on Current 

Since the company does not budget or record expenses by project, Staff has 
obtained cost reports for 7 992 by responsibility code. The charges by 
responsibility code identify each manager and thus the projects which they 
supervise. The reports alSO identify costs by code for 2400 which is the 
Research and Development account code. These amounts were used by staff to allocate 
total account 6727 charges to managers. 

The reasons for the allocations are as follows: 

10 

. .  



1. Wireless Access PCS Services 

Bellsouth contends t h a t  a key component of t h e i r  work on personal 
communication systems (PCS) i s  t o  evaluate the  use of low-power radio technology 
and t o  ident i fy  and resolve network in te r face  issues. In cont ras t  w i t h  higher 
power c e l l u l a r  systems, which a re  current ly  n o t  regulated i n  Florida,  PCS’s 
employ small, low power radio handsets w i t h  a l a r g e r  number of base s ta t ions .  
These base s t a t i o n s  have much smaller coverage areas  than today‘s c e l l u l a r  
s t a t ions .  PCSs can provide f l e x i b l e  access t o  existing local  telephone networks 
as  well as  a l t e r n a t e  access t o  local  and interexchange c a r r i e r  networks. 

Under a new federal  law signed by President Clinton August  10, 1993 (H.R. 
2264), beginning next August S t a t e s  can no longer regulate  i n t r a s t a t e  wireless 
service r a t e s  and market entry.  The law c a l l s  f o r  auctioning of FCC radio 
licenses. The FCC is s e t t i n g  aside blocks of radio frequencies,  more than three 
times t h e  amount now devoted t o  c e l l u l a r  telephone service,  f o r  a broad family 
of new portable  telephone and computer service.  The FCC awarded t w o  30-Megahertz 
blocks i n  each of 49 regions. There would also be a 20 MHz block and f o u r  lOMHz 
blocks i n  487 subregions. T h i s  provides 120 MHz f o r  PCS compared t o  the  current  
50 M H t  f o r  c e l l u l a r .  

In addition t o  telephone companies, strong i n t e r e s t  i n  PCS has been 
expressed by the  cable te lev is ion  industry, t rad i t iona l  mobile radio providers 
and entrepreneurs.  To deal w i t h  the  competitive aspects of PCSs, telephone 
companies may e l e c t  t o  en ter  the  PCS business themselves. Not doing so m i g h t  
lead t o  an unacceptable degree of customer erosion. 

BellSouth believes t h a t  the  major benefi ts  of this  pro jec t  is  t o  de t e r  
complete bypass of t h e  local  networks. Bellsouth’s work today i n  PCS i s  small 
r e l a t i v e  t o  i t s  overal l  program. However, the  knowledge gained i n  t h i s  area w i l l  
benefi t  Bellsouth both i n  serving PCS suppl iers  as customers, and i n  making plans 
f o r  developing systems t o  compete with other  PCS suppl iers .  

S t a f f  believes t h e  work on PCS i s  common t o  both non-competitive and 
competitive appl icat ions.  The most recent federal  b i l l  preempting the  s t a t e s  
from regulat ing wireless  service r a t e s  and the  FCC decision on spectrum 
a l loca t ion  opens a new generation cf  wireless communications f o r  new types of 
se rv ices  t h a t  could i n  time replace many of the phones and computers now secured 
by wire. Although s t a f f  understands the  need f o r  BSTI t o  continue research and 
development i n  t h i s  area,  i t  is  apparent from the  action discusset  above t h a t  PCS 
w i l l  c l ea r ly  not be regulated by the  S ta tes .  S ta f f  believes based on the  above 
Federal decis ions t h a t  the  work performed on PCS services  by BSTI should be 
al located 20% t o  regulated and 80% t o  non-regulated. 

11 



2. Broadband ISDN 
SMDS 

The use of Integrated Services Digital Network (ISDN) technology with 
broadband suggests an evolution to a broadband network based on international 
standards. BISDN will enable BellSouth to support emerging broadband information 
networking services such as Switched Multimegabit Data Service (SMDS), frame 
relay, and video teleconferencing services. BISDN will enable the progression 
from voice networks to pub1 ic information networks capable of flexible bandwidth 
t o  transport information in any form (voice, data, video, multi-media). 

SMDS is one of the early broadband services planned for B-ISDN. The 
markets for SMDS are data transport applications requiring transmission rates 
above what the traditional telephone network can support. Introducing this 
service will require both wideband or broadband access and switching capabilities 
not currently part of the traditional telephone network. Bellsouth contends that 
SMDS is of strategic importance because it allows the CEC to develop expertise 
to support future broadband services. It is apparent that efforts to test SMDS 
will likely involve a stand alone overlay capability within the public switched 
network. In view of this, it appears that whatever market exists for SMDS 
services, could also be served by those outside the telephone company industry. 
Staff believes that should a market exist, SMDS is a potentially competitive 
service. 

This Commission plays a major role in the deployment o f  residential 
broadband efforts through our jurisdiction over depreciation schedules, incentive 
regulation plans and cost allocation. Although Florida has been generally 
supportive of new technologies and the accompanying new services, our primary 
objective is to ensure that ratepayers are not harmed by the deployment of new 
technologies. A broadband network of this magnitude is not currently required 
for telephone service and many types of information services. The work performed 
by Bellsouth on BISDN and SMDS is clearly directed toward future enhancements 
that have the potential of supporting competitive services that may or may not 
be regulated in the future. Staff believes that until the services that these 
projects support are determined to benefit todays ratepayers that the work 
performed on these projects should be allocated 50% to regulated and 50% to non- 
regul ated . 
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3. Video Transport Services 
Fiber Distribution Networks 

A broadband network can have the capacity to meet virtually all of the 
communication requirements of the public. Such a network could carry voice, 
data, image, and hlgh quality video traffic simultaneously. Today's telephone 
network already uses fiber to carry voice communications as well as other traffic 
between switches. Broadband network access is not required for telephone service 
and many types of information services. However, it i s  required to support high 
quality entertainment television. BellSouth believes that in the long term they 
must become the low cost provider of residential broadband services. To 
accomplish this, they believe that the earlier a start can be made in learning 
how to deliver such services efficiently, the better their chances of success in 
the future. 

It was stated by BellSouth that although fiber is less costly than 
copper, the lasers and electronics required for fiber are expensive, but are 
decreasing in costs. The declining cost of fiber and its associated electronics 
is allowing cost effective deployment of Fiber to the curb (FTTC) today. The 
range of cost effective broadband technologies will continue to grow in the 
future. BellSouth believes it is inevitable that broadband services, primarily 
video, will be delivered over these networks. The only question is when. They 
believe to prepare for the future, it is essential that they start to design a 
plan to address future business, technical, and regulatory needs. BellSouth's 
Fiber Distribution Networks project includes developing an overall company 
strategy for fiber in the loop. They also intend to continue their evaluation 
and analysis of new options to overcome any obstacles in the distribution network 
technologies such as powering, optical splitting, upgrading for future services, 
etc. BellSouth contends that fiber in the loop will become a reality in the 
near term. 

Although the FCC authorized video dialtone in 1992 which allows Local 
exchange companies (LECs) to provide video transport service to non-franchised 
operators, the LECs are prohibited from owning and providing video programming 
in their service territories by the Cable Communications Policy Act of 1984. 
However, in a recent US District Court decision, Bell Atlantic won a lawsuit to 
overturn restrictions in the Cable Act of 1984. Bell Atlantic basically gained 
the authority to become a cable television provider and compete with cable 
companies in its service area. This authority does not extent to any of the 
other Bell Operating Companies. 

In addition, Bellsouth Corporation recently acquired 22.5% of Prime 
Management Company, a Texas based cable television company. This provides 
Bellsouth with entry into interactive television, pay-per-view, traditional cable 
and alternative telecommunications for business and residential customers. With 
the recent Bell Atlantic ruling and BellSouth's acquiring a stake in a cable 
company, it positions BellSouth a step closer to offering television service to 
their local telephone customers. 

Staff understands the need for Bellsouth to enhance their network and to 
prepare for future competitive. services. However, based on the results of the 
recent Bell Atlantic court decision and the recent push for several of the Bell 
Operating Companies to purchase a stake in various cable companies, it is 
apparent that the local telephone companies want the right to compete directly 

' 
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in the video programming market. A major concern of this Commission regarding 
BellSouth’s Research and Development efforts in the areas of advanced television, 
video services and fiber in the loop technologies is that it appears that a large 
portion of these investments are going to serve as a basis for future cable 
television services. Staff believes that the work performed in these areas have 
the potential of supporting competitive services that will benefit Bellsouth on 
both a regulated and non-regulated basis. Therefore, based on the above 
contentions staff believes that the work performed on these projects should be 
allocated 70% to ated and 30% to mmregulated. 
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4. Network Evolution 

BellSouth claims that new technologies, including E-ISDN, advanced 
intelligent network (A IN) ,  and personal communications service (PCS), will be 
deployed in their network over the next decade. Many of these technologies 
overlap in a number of areas. This creates the need for a target architecture 
to be developed which combines these technologies together. BSTI’s Network 
evolution project has been designed to address the relationship of new 
technologies in the target network architecture and the evolution issues 
associated with the introduction of new technologies in their network. 

Staff realizes that the relationship between new technologies must be 
clearly understood and a plan must be developed to introduce new technologies 
economically. However, some of the new technologies discussed earlier in staffs 
analysis that BSTI are exerting Research and Developm@t efforts on are 
potentially competitive services and may or may not be regulated in the future. 
Therefore, staff believes that the work performed on this project should be 
allocated SO% to regulated and SO% to non-regulated until distinct benefits to 
the regulated ratepayers are determined. 

. 
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5. Service Concepts Development 
Community lab Services Concept Development 

The Service Concepts Development and Community lab services concept 
development projects support simulation and prototyping of potential services for 
analysis and market research by BSTI. BellSouth claims that these projects 
provide the necessary tools to be utilized by their marketing group for 
establishing the companies mid-term and long-termbusiness strategies. BellSouth 
also asserts that this work is not directed toward any specific business case and 
therefore, the specific business impact is not quantifiable. Furthermore, the 
research efforts are directed toward finding new business opportunities for the 
company to support future growth in the business. 

Staff understands the need for BellSouth to continue their research and 
development efforts in order to enhance their network and prepare for future and 
growth and competitive services. However, it appears that the RhD efforts in 
both o f  these projects is primarily oriented toward future enhanced (and 
potentially non-regulated) services which do not benefit current regulated 
products and services. Staff believes until it is determined the type of 
services that these projects support that the research and development performed 
on these projects should be allocated 50% to regulated and 50% to non-regulated. 
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6. Advanced In t e l l i gen t  Network Release 1&2 

BellSouth s t a t e s  t h a t  the Advanced In te l1  igent  Network Releases (AIN) 1&2 
projec t  provides an ana lys i s  of fu ture  (1994-1997) new serv ices  and revenue 
enhancement oppor tuni t ies  f o r  the  Company. AIN is an a rch i t ec tu re  t h a t  enables 
BellSouth t o  develop and introduce new telecommunications serv ices  f a s t e r  and i n  
many instances cheaper than can be accomplished when such serv ices  a re  derived 
from software i n  the switches. BellSouth contends t h a t  t h e  research and 
development e f f o r t s  of AIN Releases 1&2 a rch i t ec tu re  supports fu tu re  s t r a t e g i c  
planning a c t i v i t i e s  of Bel 1 South. 

AIN was preceded by the  I n t e l l i g e n t  Network concept which shared t h e  same 
bas ic  objec t ive  of separat ing serv ice  l o g i c  from switching apparatrus .  Since, 
AIN has evolved through a s e r i e s  of  re leases .  In 1992, BellSouth had ongoing 
work e f f o r t s  r e l a t ed  t o  the AIN Release 0. BellSouth has es tab l i shed  one 
regulated serv ice  based on t h e  AIN r e l e a s e  0 a rch i t ec tu re  known as  Cal le r  Name 
Delivery and has several  o the r  se rv ices  

Delivery allows a subscr iber  t o  receive the d i r ec to ry  name assoicated w i t h  the  
d i r ec to ry  number of  t h e  c a l l i n g  par ty  on a incoming c a l l .  

BellSouth s t a t e d  t h a t  AIN re l eases  1&2 were i n i t i a l l y  targeted f o r  1995. 
However, t h e  functional requirements issued by Bel lcore  were too s t r ingen t  f o r  
t h e  switch vendors which made th i s  t a r g e t  da t e  impossible. In f a c t ,  one 
BellSouth Research Manager s t a t ed  t h a t  these  r e l eases  (1&2) would probaly never 
occur due t o  these  requirements. The switch vendors must devote s i g n i f i c a n t  
resources t o  develop end o f f i ce  c a p a b i l i t i e s  i n  their  e x i s t i n g  switch products 
t o  support AIN. The requirements f o r  AIN re l eases  1&2 have been scaled back t o  
a more manageable l eve l .  BellSouth's work e f f o r t s  have been s h i f t e d  and are  now 

67 being placed on 

1 5  
/(I 

S t a f f  bel ieves  t h a t  u n t i l  a b e t t e r  understanding of t h e  type of se rv ices  
t h a t  AIN Releases 1&2 a rch i t ec tu re  would support  t h e  work e f f o r t s  could 
p o t e n t i a l l y  be competit ive and the re fo re  benef i t  both regulated and unregulated 
serv ices .  S t a f f  understands t h e  need f o r  BellSouth t o  continue t h e i r  research 
and development e f f o r t s  i n  o rder  t o  enhance t h e i r  network and prepare f o r  fu tu re  
competit ive serv ices .  However, i t  appears t h a t  t h e  R&D e f f o r t s  r e l a t ed  t o  this 
p ro jec t  a r e  pr imari ly  or iented toward fu tu re  enhanced (and po ten t i a l ly  non- 
regulated)  se rv ices  which do not benef i t  cur ren t  regulated products and serv ices .  
S t a f f  bel ieves  u n t i l  i t  is  determined what type of  s e rv i ces  t h a t  t h e  AIN Releases 
1&2 a rch i t ec tu re  supports and if  AIN Releases 1&2 ever  becomes a r e a l i t y  t h a t  the  
research and development e f f o r t s  should be a l loca ted  70% t o  r e  ulated and 30% t o  

;rQiCregul ated.  r$i- 
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RECOMMENDATION: Transfer more of expenses to non-regulated operations using one 
of the above methods. The minimum should be to change to the geneial allocator. 
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AUDIT DISCLOSURE 

SUBJECT BELLCORE RESEARCH AND DEVELOPMENT 

STATEMENT OF FACTS BST pays Bellcore for research and development costs which are (0 
were charged to non-regulated operations in 1992 \ . 5 
charged to account 6727 according to the MP2702's. Total expenses for this account 
in 1992 related to Bellcore R & D were approximately $34,442,935 Of these cos 
26.14% were charged to Florida or $9.003.793.31. Of these Costs, , 45 or 1.24'3'0 7, 

@ According to the Cost Allocation Manual (CAM), the Bellcore Research and 
Developmeni is to be apportioned to reg and non-reg as follows: 

Based upon an annual analysis of Contracted R 8 D IO determine if projects are 
regulated or non-regulated. 

The company is using a method where they separate the projects into catagories of 
Switched, Non-Switched. Composite Switched and Non-Switched, Support and 
Generic. These catagories were then allocated based on ARMIS report plant. 
Generic was allocated using a 3 month average of ihe general allocator. The 
three month average of the general allocator is 4.0537. The 12 month average is 
5.233Vo. Staff attempted to audit the ARMIS report numbers for these items. When 
backup was finally received on 8/15, it was for the wrong year. Corrected data 
was not received in time to complete this audit. 

20 

Recent newspaper articles report that the FCC has recently given approval 10 Bell 
Atlantic to enter the video market and has recently scheduled rulg setting for 
bidding for slots for wireless phone service or Personal Communication Systems(PCS). 
In October, BellSouth Cop. signed a $250 million agreement to acquire a 22.5% stake 
in Prime Management Co., a Texas-based cable N company. 

The company's 1992 Accounting for Internal R & D Analysis paper 
annual reviews because of: 

'Increasing competition and the relief of many MFJ restrictions will likely 
result in substantially increased internal R & D efforts beyond historical 
levels.' 

OPINION: Recent rulings by the FCC make allocation of R & D based on current non 
regulated services unreasonable. As the operating companies enter into more and 
more unregulated business, the unregulated businesses will be benefiting from the 
benefits from the technology obtained in their current research. 

Because the company's new system allocates costs to regulated and non-regulated based 
on future investment (3 years) of current non-regulated services, and R & D account 
6727 according to the USOA is a planned search or critical investigation aimed at 

r i  . 
r 9  pr7 



discovery of new knowledge or translating research findings into a plan or design for 
a new product or process or for a significant improvement to an existing product or 
process, possible new unregulated services are not being taken into account. 

Several methods of accounting for these costs can be used by State Commissions: 

1. Deferral of costs until potential products are determined. 

2. Requirement of Keep Cost records by projects and product for 
retroactive adjustments. 
(If this is used, amounts recorded need to be audited 
periodlcally to make sure they are all inclusive) 

:: 3. Allocation of project based on estimated future benefits. .... .... . .. : j :  
:::: ,.. .... ... Some projects appear to have more non-regulated possibilities than others. Staff 

has reviewed each project and determined allocation methodology for each. We 
also contend that the absolute minimum that should be used is the general 
allocator. 

Because of the following difficulties in performing the audit and current rulings 
and purchases, the following has been used by this staff to allocate 1992 costs: 
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/\ Bellcore Projects 
I :3\ ' 

Staff initially requested a detailed description of all 1991 and 1992 
projects that BellSouth had authorized Bellcore to undertake on October 26, 1992, 
request No. 1-001. Project description summaries for 1991 and 1992 were provided 
on January 11, 1993. The company provided approximately 609 Bellcore projects 
that were charged to various BellSouth accounts in 1992. Staff limited their 
review to 1992 projects charged to Account 6727, Research and Development. 
There were roughly 70 projects charged to Account 6727 in 1992. Staff held 
interviews with BellSouth staff on March 11, 1993, and again on April 26-27, 1993 
to understand how BellSouth interacts with Bellcore. Staffs primary interest was 
the budgeting and billing process of Bellcore projects and the project management 
of Bellcore projects within BellSouth. 

To gain further knowledge of the R&D performed by Bellcore, staff requested 
interviews with the project managers of several Bellcore projects on July 22, 
1993, request No. 1-101. The company responded on August 6, 1993 stating, "The 
Company objects to arranging the requested interviews on the grounds that this 
request is unduly burdensome and oppressive." Gihen staff questioned BellSouth's 
objection, they were told that the objection was made by Bellcore, not BellSouth. 
The objections were based on the fact that Bellcore had recently participated in 
the audit conducted by NARUC and the FCC and believed that any further audits of 
Bellcore would be burdensome and duplicative for the auditors. Staff believes 
that the only way of gaining a thorough understanding of the nature of the 
projects and/or any specific applications to regulated or nonregulated products 
or services is to further examine the projects in question. It is apparent to 
staff through our limited exposure of the Bellcore projects that there is a 
potential for these projects to support future non regulated products or 
servcies. In many cases there may be no benefit to current residential 
ratepayers and therefore such Bellcore work benefiting future non regulated 
services justifies careful analysis of Bel1souths.cost allocation methods. 

An example of the future benefit nature of theblellcore work are projects 
numbered 21411, 421301. 421303, 421306, and 621306. These are a few of the 
projects that relate to the development of a communications network.based upon 
fiber optic broadband transport of voice, data and video information. A 
broadband network of this magnitude is not currently required for telephone 
service and many types of information services. However, it is required to 
support high quality entertainment television. Although video dial .tone is 
allowed by Bellsouth, they are prohibited from owning or providing video 
programming in their service territory by the Cable Communications Policy Act of 
1984. Moreover, in a recent US District Court decision, Bell Atlantic won a 
lawsuit to overturn restrictions in the Cable Act of 1984. Bell Atlantic 
basically gained the authority to become a cable television provider and compete 
with cable companies in its service area. This authority does not extent to any 
o f  the other Bell Operating Companies. 

In addition, Bellsouth Corporation recently acquired 22.5% of Prime 
Management Company, a Texas based cable television company. This provides 
Bellsouth with entry into interactive television, pay-per-view, traditional cable 
and alternative telecommunications for business and residential customers. With 
the recent Bell Atlantic ruling and BellSouth's acquiring a stake in a cable 
company, it positions BellSouth a step closer to offering television service to 
their local telephone customers. This work performed by Bellcore is clearly 

. .  . . .. 
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di rec ted  toward these future enhancements t h a t  have t h e  poten t ia l  of supporting 
competitive serv ices  t h a t  a r e  cur ren t ly  not regulated and may o r  may not be 
regulated i n  t h e  fu ture .  

There a r e  a l so  p ro jec t s  re la ted  t o  t h e  provision of Personnal 
Communications Systems (PSC). However, the most recent  federal  b i l l  preempting 
the  s t a t e s  from regulat ing wire less  se rv ice  r a t e s  and the  FCC decis ion on 
spectrum a l loca t ion  opens a new generation of wi re less  communications f o r  new 
types of se rv ices  t h a t  could i n  time replace many of the phones and computers now 
secured by wire. I t  is  apparent from t h i s  ac t ion  t h a t  PCS will c l e a r l y  not be 
regulated by t h e  S ta t e s  and therefore  the c o s t s  should be properly a l loca ted .  

I t  appears t h a t  t h e r e  i s  a presumption t h a t  Research and Development c o s t s  
a r e  regulated unless  t he re  is a s p e c i f i c  appl ica t ion  t o  nonregulated products o r  
se rv ices .  Any R&D t h a t  does not have d i r e c t  assoc ia t ion  w i t h  known non regulated 
a c t i v i t i e s  is  simply t r e a t e d  as  regulated.  Although research and most 
development is  d i rec ted  toward t h e  future and bene f i t s  f u t u r e  customers, today's 
customers a re  paying f o r  these  a c t i v i t i e s .  Additionly,  events such as  t h e  recent  
r u l i n g s  by the FCC on PCS and recent  cour t  decis ions of  allowing Bell A t l an t i c  
t o  provide cable  serv ices ,  i t  compels staff  t o  be l ieves  t h a t  Bellsouth's  
a l loca t ion  of R&D based on cur ren t  non regulated serv ices  i s  unreasonable. 

S t a f f  understands the need f o r  BellSouth t o  continue t h e i r  research and 
development e f f o r t s  w i t h  Bellcore i n  order  t o  enhance their  network and prepare 
f o r  future competitive services. However, s t a f f  be l ieves  t h a t  u n t i l  a b e t t e r  
understanding of the  nature  of t h e  Bellcore p r s j e c t s  a r e  determined, the  work 
e f f o r t s  could po ten t i a l ly  be supporting competit ive products and therefore  would 
be benefi t ing both regulated and unregulated serv ices .  

This Commission plays a major r o l e  i n  t h e  deployment of  advanced technology 
th rough  our j u r i s d i c t i o n  over depreciat ion schedules, incent ive  regulat ion plans 
and cos t  a l loca t ion .  Although Flor ida has been genera l ly  supportive of new 
technologies and t h e  accompanying new serv ices ,  our  primary objec t ive  i s  t o  
ensure t h a t  ra tepayers  a re  not harmed by t h e  deployment of new technologies.  I t  
appears t h a t  a l a rge  portion of t h e  Bellcore p ro jec t s  a r e  primarily or iented 
toward fu tu re  enhanced (and p o t e n t i a l l y  non-regulated) se rv ices  which do not 
benef i t  cur ren t  regulated products and serv ices .  In l i e u  of addi t ional  
information and t h e  a b i l i t y  t o  further eva lua te  the Bel lcore  pro jec ts  purchased 
by Bellsouth,  s t a f f  bel ieves  t h a t  t h e  research and development performed on these  
p ro jec t s  should be a l loca ted  50% t o  regulated and 50% t o  non-regulated. 

23 
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TOTAL BELLCORE R & D COSTS 1992 
AT 50% ALLOCATION 
AMOUNT TO BE REMOVED 
Yo TO FLORIDA 
AMOUNT OF ADJUSTMENT FLORIDA 
AMOUNT ORIGINALLY CHARGED R & D BELLCORE FLA 
NET FLORIDA ADJUSTMENT 

34.442.935 

17,221.468 

4,501,692 
11 1,945 

4.389.747 

50.00% 

26.14% 

RECOMMENDATION: Transfer more of expenses to non-regulated operations using one 
of the above methods. 
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CMIPMY: ESC 

IEST m: 1992 

ONE: JUNE 4 ,  1993 

TITLE: 

nuom,: KATHY UELCH 

YORKPIIPER 1149-3 

REUIEU OF BELLCORE IHTW WITS OOHE tv BELLCORE 

INFRASTRUCTURE-7 OYHERS PRRTICIPRTE 
MJLTI-CLIENI FIRN WTE0 PRICE 
H o H f I M  QUOTE0 PRICE- rmE MIW (IM P l y n I C I P l w l  BUT HOT W 1 
ami SPECIFIC-ONE PMTICIPMT 

USAGE PRAlECTS ARE EILLEO BY TM STW)ARD RATE0 B I U I N C  SYSTFJiSRBS) 
AND TNE PROWCT B ILL INS SYSTEH. (EMS) ERRS IS ALSO USE0 MEN A 
HMI-PRRTICIPATINC CLIENT DECIOES TO FWO R PRaKCT. BW I N  

OF THEIR DELAY. OUI PRRTICIPRNTS RECEIVE REFUND OF M I S  wu)w(T. 
ctucinaiEo mc PREUIOUS COSTS IWCUIRED AND ADDITIONAL CHRRGES BECAUSE 

AUDIT NO. 92-5201-05 W .  91-JAN. 92 FIELD WK 

nu011 ffl. 92-2205-15 

nuoIT NO. k-2~01-23 

UERIFICATION OF YEAR END ACCRWLS 

M R I L I I R Y  92 F I M  UORK 

d f  
n (0 

W O I T  Ho. 92-6603-28 MY-JUM 92 FIELO YDRK 

RNlEUED T I E  REPORTIN6 ACCURACY FOR TM PUBLIC POLICY RND REGULATORYw 
HATTERS CENTER UITHIN IHE HurpH RESOURCES RND EXTERNAL AFFAIRS OR6. 
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UHICH PRWIDES BELLCORE CLIENT M'S U I l H  CONSULTATIOH SERVICES 
REGRROING CURRENT WID POTENTIllL T E L M  REGULATORY ISSUES. 

SUITCHEO TO EXCEPTION TIE REPORTING I N  3RD qTR. 1992 

E T w l I N E  I F  T I l E  ALLWNF.0 TO PROJECTS WS AeCWLTE. 

4. 

8 

MI1  Ho 92-2206-34 JULY-AUGUST 1992 FIELD WRK 

AUDIT W. 92-3302.0-40 JULY-AUEUST 1932 FIEU YDRK 

PRYROLL-PERSONNEL SYSIW (PAYPfRS~+ilJllINISTERS BELLWRE CWWY UIM 
PERSOM~ om Bw. 

EMLUAIE PAYPERS CONTROLS, SECURITY. 
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WIT NO. 9z-1103+9 
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FCC/NARUC JOINT AUDIT OF BELLCORE 

The FCC auditors have discussed vith Bellcore management the preliminary results 
of the FCClNAELllC joint audit of Bellcore. 
FCC audditars viJl have three findings. A discussion of the preliminary findings 
is provided belov: 

I. Preliminary Audit Findings 

Preliminary feedback indicates the 

* Bellcore's firm quote pricing methodology does not comply vith 
the affiliated transactions rules vhich re 
prices are not applicable. 

costly. 

9ae m = C / @ p  
Bellcore's budget and billing practices are cumbersome and 

- Management is avare of this problem and has hired Coopers 
b Lybrand to assist in developing a solution 

The FCC auditors expect significant savings and vi11 requir,e 
Bellcore's ovners to quantify and track these savings. 

- 

Bellcore's earnings have exceeded the authorized/allovable rate 
of return (ROR). 

.- The return on total capital billed by Bellcore vas an average 
K ~ ~ U Z C I  on equity (ROE) vhich exceeded the authorized 
Znterstate ROR on rate base by 200 to 300 basis points. 

- 1n.addition. the capital base used by Bellcore 
exceeds the rate base developed based on Part 65. 

The preliminary indication is that on a combined basis, 
Bellcore's earnings exceed the authorized interstate ROR by . 
$120 million for the period 1984 through 1989 vhich after 
interest increases to approximately $200 million. 

- 

11. Effect of Bellcore Earnings on BellSouth - 
e Bellcore earnings above the authorized interstate ROR for 1984 

through 1989 veee included in determining BSS overearnings for 
this period. 
vhich returned all BSS and Bellcore overearnings plus interest 
to ratepayers in September, 1990. 

SBT and SCB filed a special tariff in August, 1990 

42 

O Since both the Bellcore dividend and investment are included in 
rateraling,on an intrastate basis, Bellcore overearnings did not 
effect the'intrastate ratepayer. 



s ' -  

111. Future Strategy 

Bellcore management and ovner personnel expect: 

- The Bellcore Accounting Standards Group vhich has a 
representative from each client company vi11 manage the 
resoZution of these issues. 

- Discussions vi11 be held to reviev these preliminary findings 
vith the FCC auditors prior to the issuance of the first 
draft vhich.is expected to be released during the last veek 
of Hay or first veek of June. 

Tentative plans are-for the final draft of the report to be 
presented to the NARUC Committee on Finance and Technology in 
July and to the NARUC Executive Committee at its fall 
nee t ing . 

- 

! '  

BellSouth Comptrollers - 
Corporate Accounting Standards 
April 8, 1991 
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Southern Bell Tnl. 6. ;aI. Co. 
FPSC Dooket 'No. 920260-TL 
AUdlt 
Date: 04-14-93 
1- NO. 2-056.0 
Page 1 of 1 

Requeetr Provide a detailed desaription oP all allooation 
methodology used by Bellaore to charge costs to projects 
and to U r g e  common costs to BOC's in 1992. 

Response: See Attachment A for a deeoription of how Bellcore 
captures their cost and allocates these costs to the 
pro j eats. 

See Attachment B for a description of hov Bellcore then 
allocates these project costa to the regions. 

This material constitutes proprietary confidential 
business information and is the subject of a "Notice of 
IntenttoRequest Specified confidentialclassifi~ation.w 

SPECIFIED CONFIDENTIAL 

Date Provided: April 21, 1993 

I '  
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Southern Bell Tel. L Tel. Co. . 
FPSC Docket No. 920260-TL 
Audit 
Date: 03-22-93 
Amended Response to 
Item No. 1-038 
Page 1 of 1 

Request: Provide documentation for two separate 1991 booked 
transactions representing examples of Bellcore credits 
(in the accounting sense) flowing back to the BellSouth 
organization. One of these examples, a we discussed on 
the telephone Fri. morn., should be in the form of 
reduced regulatqry expense via project specific credits 
applied. The other example should be in the form of 
ownership dividends paid back to BST. These examples 
GhOUld include all account nuders, posting dates and 
completely identified function codes which would allow 
these transactions to be verified to gen. ledger. 
rncludo complete journal entries with dcscriptions 
applicable. 

'Response: The company amends its response of March 29, 1993 in 
which we stated that a status report or the requesteU 
information would be provided on April 21, 1993. 
Following is the requested information. 

See Attachment I for the example of a buy-in to Bellcore 
Project 0234A2. 

See'-Attachments 11 for the treatment o f  a dividend 
payment received'by BellSouth Services from Bellcore. 

I .  
I .  I ,  

' .  . .  . .  .. . . .  . . .  
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BUY-IH TO BELLCORE PRWECl' 0234A2 
SELF HEALING NETUOlW 

During 1991 a buy-in occurred for Project 0234A2. The attached 
sheets show credits to this project as a result of the buy-in. 

Attaohment A shows the amount of billing to southern Bell from this 
Bellcore project typically was around 8-11 thousand per month with 
the exception of the month the buy-in credit was received. 

In August Bellsouth received a total of $--120,406.72 credit for 
that month's billing. Following is a break-down of the credits 
recoived for this projuct: 

BELLSOUTH SOUTHERN BELL 

Monthly Billing(Att. 8) $ (9,100.00) (5,286.4 5) 
Buy-In Credlt(Att.C) $ (100,897.09) (58,614.05) 
Interest Received(Att.D) $ (10,409.63) (6,047.26) 
Total Credit $ (120,406.72) (69,947.76) 

The amount shown on Attaohment B is +fie amount billed for the 
project for that month. The amount shown indicates the billing for 
July being divided by current partidpants in the project, 
BellSouth received a credit of $9,100.00 far that month's billing. 

The amount shown on ittachment C ($-1OO,897.,09)is the amount the 
"buying in region" paid to compensate Bellsouth for the months of 
back-billing. Also included is a credit for the risk-fee. The 
Service Agreenicnt states that the original funding region receives 
a 10% risk fee to compensate for their -taking the risk" on their 
own. 

The amount shown on Attachment D'(-10,409.65) i s  interest on'buy-in 
money BellSouth was paid from the beginning of the project. 

As indicated on Attachant E, this =edit w a s  billed to Southern 
Bell by BSS via Authority Code ACT0734A2. It was charged to RC 
N3400000, Function Code 561V88, EXTC 477 X, Account 6727 in 
Southern Bell.. 
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PAGE 1 

1993. BOOEO BTLLING 
FOR PROJ'ECT.0234A2 

PROGRAM: '0234A2 DAm: 03/30/93 

DATE ---- TOTAL BILLED 

16.700.00 
18,400.00 
16,000.00 
16,900.00 
18,900.00 
19,500.00 
17,100.00 

-120,406.72 
14,700.00 
14 , 200.00 
15,400.00 
-5 , 177.78 

------------ ------- 
9,701.51 
10,689.09 
9,294.86 
9 ; 817.70 
10,979- 56 
11 , 3 28.12 
9,933.89 

-69,947.76 
8,539.66 
8,249.19 
8,946.31 

-3 , 007.92 
TOTAL 42,215.50 24,524.21 

! '  
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CUSIOUER ACCOUNI NUMBER: 000000003 
BfLLSWTH SfRVlCfS INC. 
3700 COLOWIOL PuOKY4Y. RN 611 

RESTRICTEO 

PRINCIPAL B ILL ING SUPPLfMCN1 

MONIH/YEbR: 7/91 

I 

P15f NO: IO 

B I RY I NGHAY 1L 3S243 
ATIN: J.L. WILSON 

WOCf T/ACClG .. NAY( TYPE mice n i w o  TOP PRICE CREOIT COST WITHIN PROJECT OUf 
&. W%R c.- PROJECI 

. ) .  
TOTAL % COST 

PROJfCT PROJECT COSl/' ALLOC PCT/ ALLOC bUl/ R t V t M E  NE1 PROJECl OlSTRl8UIlD N I T  AMOUNT 

'ROCRAY: GlNERlC REOUIRfYfNT$ 
123IA4/TP3 
I231 17/1Y8 
123134/1P6 
1134A211N7 

. . -. . . . 

i i i i i 5 7 i i Z  
IR I 1  I l /N I  
I R3S2 I./* 
IR4 I I l/H 
I YO I I I / )  
lW0211/h. 

I ~ I ~ I I / N A  
IWIOII/NL 

IWIS73/NY: 
lW2QysLt 
lY2023/&Cr 
IW2024/LCO 
IYJOI l/NAC 
IWJOl2/I+AC 
IYJ I I I /HI 
IYJZ IZ/N:IL 
l Y 3 3 1  (/Why :,, 2: tY3312/NL.l 

& t!d4611/NAH 'i 
lY208?/WlP 

c\l 823228/149 
823312/T93: .. 

0 

IN 
YC 
I N  
I N  
in 
IN 
I N  
us 
MC 
HC 
HC 
I N  
IN  
IN 
IN 
I N  
I N  
I N  
cs 
IN 
I N  

S09;228.20 

1.241.6S8.25 
300.136.87 
328.06 I .  62 
119.7 19.91 
614.S02.S4 

0.00 
114.000.00 
145.500.00 
378.400.00 
126.389.08 
27 1,1133. 38 
189.68C.40 
396.S00.45 
lS2.671.81 
85,736 .S5 
226:4S8.90 

17 .JOO.OO 
104.114S.29 
123.000~31 

-9a.zoo.oo 
14.'2857% 

FOP 
14.285% 
14.28S%' 
14.28S% 
14.2857% 
14.28STL 
0.00OW~ 

FQP 
TOP 
FOP 

14.28S7X 
l4.28Sl'IX 
14.2887% 
14.2857% 
14.2857% 
14.285% 
14.28Sl% 

14.2857% 
14.2857% 

F QP 

72.746.81 
-26.200.00 
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26.430.23 
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14,608.61 . 17.138.24 
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I.IS5.4S 

420.2) 
2,162.8 I 
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956.71 

. 668.09 
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100.001 
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DIVIDEND PAYMENT RECEIVED FROM BELLCORE 

Attached are copies of the applicable materials related to the 
Bcllcore dividend payment that BellSouth services received third 
quarter, 1991. 

The first item, letter from Beech to Simpson, gives a breakdown of 
the BSS dividends. Bellcore dividends were included in the BSS 
dividends when this was split 50 /50  between South Central Bell and 
Southern Bell. AS shown on this letter, the Bellcore dividend 
booked as an accrual was $1,200,400. 

This accrual is shown on Report: Form MP420 - Corporate Journal 
Entry Document dated September, 1991. 

The next item, letter from Fitzgerald at Bellcore to Smith at 
Bellsouth Services, indicates that the Bellcore dividend would 
actually be $1,201,228.14 to be paid on November 13, 1991. 

The next entry is the CASH RECEIPTS for BellSouth Services 
indicating the receipt of the Bellcore dividend of $1,201,228.14. 

The Report Account Balance Control Report shows the Bellcore 
dividend of $1,201,228.14 included in BellSouth Services books. 

The BellSouth Services Journal Entry shows where the accrual is 
reversed with the actual dividend amount. 

The letter from Beech to Parker (South Central) and King (Southern 
Bell) indicates that BellSouth Services is sending them 5 0 / 5 0  the 
BSS Net Income. Southern Bell'a portion is $1,602,263.38 which 
includes the Bellcore dividend (difference between accrual and 
actual) 

The last page is the Southern Bell Journal Entry that shows where 
the BSS dividend was posted. 

I 8  
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FR: 710.0300 ( C )  

October  1 4 ,  1991 

M: J. E. 

FROM: C .  0 .  

simpson, T r e a s u r e r  

Beech, O p C r J t i O n S  Hanager - Corpora t e  Accounting 

B u t l e r  , Ass i s t a n  t ' Comptroller 
I 

COPY TO: J. G. 
B i l l i e  Br idges ,  S e c r e t a r y  

SUBJECT: 

No d i s t r i b u t i o n  of accumulated n e t  income is due  o u r  s h a r e h o l d e r s  of 
r e c o r d  for t h e  q u a r t e r  ending September 30,  1991. Bel lSouth  S e r v i c e s  
r eco rded  n e t  income of 510,897,396.47 for the  quarter t h e r e b y  r educ ing  
t h e  amount of accumulated n e t  income t o  $(4 ,414 ,177 .89)  as of 
September 30,  1991. 

At tached  is a breakdown o f  t h e  n e t  income between Bel lSouth  S e r v i c e s  
income, Bel lSouth  Products  income, and B e l l C o r e  inpojne. 

Please c a l l  m e  on ( 2 0 5 )  977-3800 o r  Randy Beas ley  on ( 2 0 5 )  977-3818 
i f  you have a'ny q u e s t i o n s .  

T h i r d  Q u a r t e r ,  i s s i  N e t  Income 

Attachment 

I '  
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Broakdom O f  1891 I h l i d  Quartor Yet Incone 

' Jnlr ApCDst Soptoibor 3rd Quarter 

h t  lppllcable to K S  Serricer Pcnderad k Product Sales 
Incomb Before Dividend Incone and Incone ruts ....... 3,275,473 1,482,957 3,526,866 14,285,296 . 
h a :  84/85 Audit AdJuhtnt .  . . . . . . . . . . . . . . . .  0 80.729 0 80.729 
ku: Incore Faxes ..................... 1,051,816 2,803,869 1,500,263 5,356,114 

l e t  lncoae Appiicablc to 8SS Services & Prodnct Sales . . . .  2,223,591 4,598,259 2,026,597 8,848,463 
-_____________ ____--_____-_ ____----_---_ ______________ 

Amount Applicable t o  BSP & Product Sales 
Incone &forc Dividend Incore and Incone lazes ....... 485,656 832,879 211,490 1,530,025 
kss: hC0M rue,. .................... 165,124 283,178 71,906 520,208 
Plus: Iucoa Xu M m d .  . . . . . . . . . . . . . . . . . .  0 0 0 0 

l e t  Income Applicable to ESP & Prodnct Sale8 . . .  320,532 543,701 139,681 1,009,817 
._----_-I__-_ ---------.---- -------_____ _____-_-_--- 

!? . wunt Appliublc t o  BPLLCOPP dividsndr. recelvtd by BSS: ..................... 0 903 1,200,400 1,201,303 BILLMIPI Dlvldcnds. . .  
. krs: Incoae Fucn ....................... 0 ' 122 ,, ;t162,054 162,176 

l e t  Incone Appllcable t o  BSWU . . . . . . . . . . . . .  0 781 1,038,346 ' 1,039,127 
c _-_-_--_---_-_ __--_______-_- --__-__---_-- __----------_ 

. rotd k t  Incoac ........................ 2,514,129 5,148,741 3,204,521 ~ ~ 9 7 , 3 9 1  

0 
I, . Iotil Ic t  Incoac Arrilablc lor Dlatrlbntion . . . . . . . . . . .  

Dlfferenecr arc doc t o  rounding. 
I i m d  by BSS Corporate Aceoanting Office 

.' bctokr. 1991 

I '  
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r.:...: ::. ;, 
November 7, I&.':, ? -' . . . . . . . .  

' ..", ". , "i.. ............ .'$ ...... i. -< .. . . .  
. .  

, I , . .  

Dear Mr..Smlth: ?, .. 
. . .  

'. PRB 5 ff 11 

......... 

. .  
. . I  

. .  , .  
" I  

. .  . ' .. 
2 .< ,;'; .... 1 '  . .:. .. .  

nie Board ofD1rectors.of Bell commwticarfonr Reswch,  Inc. hat dect&ed itsihi 
f i r s f  c0-n stock.drvidd or the qunner 
dividend will be ayabIe on & ovanber 13, ?#l IO the sro&ltlCrs oyrecord at ilte close 
ofbminess on dvember  . .  6,1991. 

eriod endin September30,1991. n%- 

... 
In payment cfthe Novqnber dividend a wire trmfer in the m w l t  of $1,201;'228.14 will 
be scnt to the bank OCCOU~~~ shown bebw: 

. . . .  
Please consider Ihk'IirIer asyour wrirrM notice of tile dlvide&payme&. 

. .  

co to 
. B. %b$on 

! '  . 
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o i l l y  i & t O l B l  
Cu;ul.llve S b 4 t O l i l  

Cancel A.dvrncc 
surplus Wall 
SUrplVr H a l l  
scrip mati 
s c r i p  miti 
Scrrg K t t l  
S c r l p  K i t 1  ' 
Scr- K i t 1  
scrip H i t 1  
Scrip nit1 
Scrip H o t 1  
Scrip Mat1 
scrip nati 
S c r t p l l r t t  ' 
Sera Kat1 
Flni! I l l 1  R e f w d  

.. . 

I L L L I M H  SEIVICEI X H  REQlPlS 

w 

M1V.W 71618M.fP 
-b1540.16 lM~3217.31 

5651.30 --*- 
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The Cost Aammtix@AIlocation procesS outlines the p m c e d n ~ ~ ~ ,  objectives and 
~thodo1ogies utilized to aeauately allocate cost to all Bellcore work endeavors (projects). 
In addition, it is the method which Mcore uses to a-tely report its financial status. 

changes havebeen reflected in 1992: The following ngmfbmt 

0 

. .  
Section IV, "corporate Expmes," paragraph 23, "Retarn on Investment 
(ROD" has been revisedto refkd that effective January, 1991, Bellcore has 
adopted the United States Telephone Association (USTA) generic formula for 
unregllbted subsidiaries as the melh@ of developing the rate base for its 
ROI calculation. 

from Average Belleore mployee and Average Resident T i o r  - Reportea 
Headcount to Average Bellcore lhployee Headcount only. 

0 The basis of chargebae% for Corporate Medical has been changed from 
Average New Jersey Eelkore hployee and Average New Jersep Resident 
Vitor - Reported Headcount to Average New Jersey BeUcore ~ployyee  
Headcomt only. 

The k t i c a l  Space plan" project has been established within 
Ov&ead/cOmmOn Support. The basis of chargeback for Tactical Space 
plan is Average Mcore Managemat Headcount assigned to New Jersey 
locations. 

0 

64 - ' ?  

~PECIFIED CONFIDENTIAL . . Gl 

t ~. ..... . . . . .~... . . . . . ~ ~ . .  . . .. . ~ . 



I r n  MI. 24% 
R l l m  R 
PRGE 2w83  

Accounting Instruction 02 
Effective D a t e :  01/01/84 
Reissued: 05/22/92 

! 
I 

j .  
,/ 

c-.. 
i '  

I 
1. 

! 
... 
I; 

Bellcore 
Comptroller's Accounting Instructions 

65 

1992 
BEIJ.COm COST ACCOUNT?.NQ/AUOCATION WOCESS 

I. Purpose and Scope 

11. corporate poiicy 

111. Departmental Expenses 

IV. Corporate Expenses 

V. N o d i z a t i o n  Accruals 

Chargeback Process 
VI. The Departmental Expense and Corporate Expense 

VII. Employee Work Category Classifications 

V I I I .  Bellcore Cost l i d t o r i n g  bfeasurement System 

Ix. conclusion 

Number 

1 

1-2 

2-6 

6-8 

8-10 

10 - 11 
11-17 

17-20 

20 

pDDendix 

A 

B (Page 1)  

B (Pages 2-21) 

Categories of Costs and Allocations 

Cost AccormtFpg/Wocation Recess. Flow Chart 

Sequence of Cost Allocation Process 

Corporate Serpice Centers C 

Specialty Direct Charging Professional Employee D 
Efficiency Centers (SDCPE/EC) 

Definition of Bellcore's Allocation/Chargeback Bases E 

Project variance Exphnacion Proceduses F 

1992 Final Project Offering Cost  Categories 

Total Cost/DCPE 

Supporting Documentation 

Bellcore Payroll Headcount 

Bellsofa Depaamental Cost sununary - FBX(~ 
@ Revised for 1992 reporting 
+ Revised for  1992 Final Project Offering 
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'. 

BELLCORE COST ACCOUNTING/BtLOCATION PROCESS 

I. Purpose and Scoue 

This doc-t outlines Bellcore's objectives and defines the allocation 
methodologies ut i l ized t o  charge the costs associated w i t h  these work 
endeaMrsT 

11. Corporate policv 

The uverriding goal i n  our Cost Accounting/Allocation Rocess (CAAP) is to 
establ ish a procedure vhich accurately reports the financial status of 
Bellcore and equirably b i l l s  our Curtoners fo r  specific work endeavors. 
The CAhP is designed to achieve the following five key objectives: 

1. 

2. 

3. 

4. 

5. 

Accurately measure a l l  incurred cos t  by the .cost causers: 
regardless of whether it is directly or indirectly authorized by an 
organization. 

Minimize the possibil i ty of cross-subsidization by ensuring that a l l  
cost str- are properly charged to the appropriate project. 

Establish a matrix cos t  management control environment, and provide 
that all incurred costs are. identified by organization and expense 
categories and that a l l  b i l led  costs are identified at a vork package 
level by organization and expense categories. 

Provide auditabil i ty which can be accomplished in a reasonable time 
frame by internal and external au$itors, our Ovner-Clients, and 
regulators. 

Ensure that costs Bellcore incurs i n  perfo-ce of projects are 
directly charged or charged-back to the projects i n  a m e r  
consistentwith the terms of the ServiceAgreement and Generally 
Accepted Accounting Principles. 

In viev of the above, Bellcore*s b i l l ing  process ensures that Customer 
b i l l s  for projects are based on the aggregation of the actual cos t  streams 
charged to the Rojectflork Package and a size factor unique to each 
Customer, w i t h  the OM exception of the Firm Quoted.Rice (FQP) Projects. 
Firm Quoted R i c e  Projects are bi l led to  Cusmrs based on budget 

* estimates. lfonthly. the difference between revenue and cost on FQP 
Projects is booked to  the Revenue Adjustment Account, *Adjustnents - FQP 
Normalization Accrual.' An explanation of the bi l l ing process is described 
in  Comptroller's Accounting Instruction 03. "Bellcore Bill ing and B i l l i n g  
Allocation Process." 

Each year, an independent auditor 'is engaged by Ballcore t o  examine the 
Cost Accountipg/Allocation process. After the examination, the independent 

SC auditor is !requested to provide an audit opinion s ta t ing that the Cost 
Accounting/Allocation process and the result ing distribution of cost to 

t * Revised for 1992 October Project Offering 
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1992 
BELLCORE COST ACCOUNTING/BLI I )CON PROCESS 

11. Conorate Policy (Cont'd) 

* External Projects is in accordance w i t h  the FCC's Joint C o s t  Orders issued 
in  conjunction vith FCC Docket 86-111 and the FCC's published rules and 
interpretations thereto. 

The CAAP provides that all cost streams are disaggregated into two major 
categories. Deuartmen-1 Exwntes and Cornorate h e n s e a  li.e.. Contrallahle 

Deparaental Expenses are a l l  expendirures incurred directly by an 
organization. Expenditure q p e s  include Salaries,  Conaacted Services 
(e.g., BV - Reported Contractors. Kauagement & O t h e r  Consultants. etc.). 
Haterials and Supplies. Software. Travel and Living, Relocation, Rentals and 
Leases, Telecommunications. Tuition, Utilities, and Other General Expanses. 

Departmen-1 Expenses 
follows: 

are disaggregated into two subcategories vhich are as 

1. External Proiect 

An mternal Roject Ls auy Project undertaken for a Billable Customer. 
Specific work efforts associated w i t h  these Rternal Projects can be 
identified via the use of a Uork Package. A Uorp Package is a component of a 
Project which provides a a thod to isolate and track costs associated w i t h  an 
identifiable deliverable product or service. External Projectmork Package 
costs  include all  departmenial direct expenses which are directly related to 
an External Rojectflork Pacluge. External Project expenses consist of 
expenses associated with Direct Charging Professional Employees (DCPEs) and 
Specialty Direct Charging Professional Employees (SDCPEs). See Section V I 1  
f o r  further details. 

1.1 p p 1  ees DCPEs 

Direct Charging Professional Employee (DCPE) expenses represent the bulk 
of External Project expenses and include expenditure types such as 
salaries a d  related expenses associated with Direct Charging 
Professional Employees (i.e.. those employees wbo are dizectly and 
crit ically involved in the process of developing and delivering a 
Product/Roject deliverable vhich will be purchased by an external 
client) - 

1.2 Specialty pirect Chareinc Professional EmDloyee Efficiency 
Centers (SDCPEfECsl 

Specialty Direct Charging PrOfeSSiOMl Employee Efficiency Centers' 
(SDCPE/ECs) expenses include salaries and related expenses associated 
w i t h  Direct Charging ProfeSSiOMl Employees si10 have been consolidated 

1 * Revised fo r  1992 October Roject Offering 
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2.2 Suonort menses (Cont'd) 

associated with the development of those External Projects. 
Area Support costs include Deparuw~cal  menses charged t o  Area 
Support, Corporate Expense chargebacks, Overhead/Conmmn Support 
chargebacks and Service Center chargebacks. These cos= are 
charged to Projects based upon the project's headcount or  an 
appropriate factor. 

The categorization of A r e a  Support costs is intended to provide 
be- management control and improved chargeback algorithms t o  
External Projects. The definitions of the two categories are: 

* 2.2A Area bdministrative Sumoort menses 

Area Administrative Support expenses include expenses associated 
w i t h  providing administrative support necessary to plan. develop, 
and monitor the Bellcore Segments, Programs. Products. and 
Or-tions. T h h  is intended to include activities such as 

* 

po&folio management, product overviews. client interface, client 
relations. and planning and coordinating Bellcore's Owner-Client 
forums. Also included i n  Area Administrative Support expen+e+ are 
Organizational expenses which cannot be d i r ec t ly  assigned to 
specific & t e d  Rojects. Area AQpiprs uat ive  Supporr Expenses 
axe not intended to include current year and future year budgeting 
or financial adainistration/coordination. 

Area Administrative Support menses hre divided fato the following 
categories: 

- VP Admhictrative Support - AVP BdninLstrative Support - Se~t/Program/Roduct Support - administrative - Secreurp/support Staff Support 
. 

Area adPLnisUative Support expenses axe charged-back to External 
and Internal Projects based on Average Bellcore ?hployee headcount 
and Average Resident V i s i t o r  - Reported headcount or fixed 
percatages . 

2.2B Technical Suamort Exp enses - Short Term 

Area Technical support includes those costs fo r  any technical vork 
done to develop strategies. and t o  plan and develop the Bellcore 
Work Programs. The development of strategies, project profile 
vork definition including deliverables , product overview content, 
and any other technical content work associated w i t h  Work Progam 
develophent are reported here. Program Managers are included here, 
as vel1 as the product planning support. The Technical Support 
category is intended to provide' those technical functions that 
support d t i p l e  External Projects by apeanent of the *acted 

I *Revised for 1992 October Project Offering 
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1992 
BELLCORE COST ACCOUNTING/ALUCATION PROCESS 

1.2 SDecialN Direct Chargine Professional blovee Efficiency 
Centers (SDCPE/ECsl (Cont'd) 

into specialty gatherings (Le., organizations) to improve operational 
efficiency. Specialty Direct Charging Professional Employee Efficiency 
Centers are divided into the following categories: 

* #  * #  - Bellcore Advanced Software Envir-nt (BASE) 
- Bellcore Applica~ons lbvironment (BAF,) 

For additional information regarding SDCPE/ECs refer to Appendix D. 

2. Jnternal Roiect 

A n  Internal Project is an. administrative 'and accounting mechanism 
utilized to accumulate and allocate departmental expenses which are not 
immediately chargeable to an External Project. These expenses are 
assigned to one of three accounting cost categories as follows: 

2.1 OverheadfCommon Sumom b e n s e s  

Overhead/Common Support is intended to include those functions + which are generic and essential to any typical large US. 
Corporation. For Bellcore th is  includes those q n s e s  for core 
functions which are performed on a centralized basis (e.&. * comptroller's, Corporate Human Besources. Integrated Business 
Processes and Systems, Legal Services, Corporate Cowmmications, 
Corporate Kedical. Internal Auditing, Corporate Security 
Administration, Corporate Legislative/Regulatory Support, Corporate 
Qudlity Group, Executives and Tactical Space Plan) and c-t be 
assigned to External or Internal Projects based on usage. lbese 

aauaa expenses are sub-divided into two allocation groups, Controllable 
Expenses and headcount. 

* Overhead/Common Support Expenses for Comptroller's, Integrated 
Business Processes and Systems, Legal, and Executives are charged- 
back t o  both External and Internal Projects based on Controllable 
Expenses. Overhead/Comon Support Expenses for Corporate &man 
Resources, Corporate Communications. Corporate Hedical. Internal 
Auditing. Corporate Securiry Administration, Corporate Legislative/ 
Regulatory Support, Tactical Space Plan and the Corporate Quality 
Group are charged-back to both External and Internal Projects based 
on headcount. 

e 

e 

# 2.2 a Surwort m e n s e s  

Area Support expenses are subdivided into two functional entities 
(i.e.% Administrative and Technical Support). Area Support 
represents those costs incurred by an organization which cannot be 
readily assigned to its External Projects, but are indirectly 

@ Revised for 1992 reporting 
# Revised for 1992 April Project Offering 
-k Revised for 1992 October Project Offering 
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2.2B Area Technical S U D D O ~ ~  Exoenses - Short Term (Cont'd) 
parties. That is, technical funcrions are provided on a 
cenualized basis Within a specific entity (AVP, VP. Epp. Segment. 
or Program) and the resulting costs charged-back to mutudly agreed 
upon organizations/projects. Area Technical Support Erpenses are 
divided into the.follo&g categories: 

- Sector Support - Technical - VP S q p o ? ~  - Technical - AVP Support - Technical - Segment/Rogram/Roduct Support - Technical - Technical Suppom - Other - Bellcore Technical Education Center (Bellcore TEC) Training 
supPo= 

Area Technical Support expenses are charged-back to External and 
Internal Projects based on Average Bellcore Employee headcount 
and Average Resident Visitor - Repomed headcount and fixed 
percentages. 

2.3 Corworate Service Center Exoenses 

Corporate Service Centers are functionally based and include those 
expenses for services (e.g., Computer, Graphics. Technical 
Publications, General Seroices , Segment Compuoller and 
Administration, Human Resources, etc.) which are performed on a 
centralized basis generally in s&ppom of all Vice Presidential 
.areas. Corporate Service Center expenses are billed directly u) 

External. and Internal Projects based on a srandard usage 
measurement (i-e., units of measure o r  headcount). For decailed 
information on all aspects of the Service Center chargeback 
accounting processes, refer to the Compuoller's " I n t k d  Services 
Chargeback kfanul" and the Comptzoller's 'Cost Allocation Kanual. " 
For detailed information on the fimctions of the Usage-Dam System 
which nrpporc the calculation and recording of S e d c e  Center 
chargebaclcs to the user organizations. refer to the Compuoller's 
'Usage Data System Reference Llanual.' 

Nev Jersey Functional Sefice Centers generally provide services to 
Nev Jersey locations and are billed directly to External and 
Internal Rojects based on a usage measuremenc (i.e-, Units of 
measure or headcount). For example, expenses associated vi& t h e  
General Services Service Centers are billed directly to E x t e d  
and Internal Projects based on Average Nev Jersey Bellcore 
Xanagement Employee headcount and Average Nev Jersey Residenc 
Visit0.r - Reported Hanagement headcount. 

I '  

~ F B ' I K ~ ~ w  ~ 1 f  
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* 

2.3 Comorate Service a e n s e s  (Cont'd) 

hmctional Service Centers at remote locations (i.e.. Washing+on 
Begulatory Internal Serrrices and Bellcore TEC Internal 
Services) provide dedicated services (e.g.. IIotel. etc.) t o  those 
locations and are billed directly to External and Internal Projects 
based on a usage m-pent <i.e.. mits of measure o r  headcount). 
specific t o  the location. 

IV. Comorate menses 

Corporate Expenses are those expenditures which are  primarily related t o  
Corporate policy decisions. These expenses are disaggregated in to  three 
subcategories which are as follows: 

1. Wlovee Related menses 

Employee Belated expenses include the eqenses arsociated d t h  the 
following expenditure types: Pensions. Savings Plan, Payroll Taxes, and 
other Employee Belated Benefits. Management snd Support S t a f f  Pensions 
are charged-back to External and Internal Projects based on standard 
salaries and Average Bellcore bployee headco\mt, respectively. Savings 
Plan Expenses and Payrol l  Taxes are charged-back t o  External and 
Internal Projects based on stapdard salaries. Employee Related Benefits 
associated vith Gnupensated Absences are charged-back to External and 
Internal Projects based on standard salaries. A l l  other Employee 
Belated Benefits (i.e., Benefit kpenses, Group Insurance. and Sure- 
Bonds), are charged-back t o  External and Intkrnal Projects bare& 
Average Bellcore Employee headcount. rpbff n p" ' R\k 6 ;;..&;"'a 6 

B 2. C a u i t a l  gelated m e  nses 

2.1 DeDreciatioq & Amortization 

Depreciation and Amortization erpenoes include the costs  associated 
w i t h  booked depreciation on purchased assets and amortization of 
capitalized leases, software. and patents. Depreciation and 
Amortization expenses. which are based on the original book value, 
less applicable salvage value, and life of assets (i.e.. net 
assets), are assigned directly t o  e i t b r  Rternal or Internal 
Projects. Depreciation and Amortization expenses associated vith 
net assets which are assigned t o  External Projects are charged 
directly to those External Projects. Depreciation and Amortization 
expenses associated w i t h  net assets which are general and carmot be 
directly identifiedto specific Zxternal Projects are assigned t o  
designated Rojects w i t h i n  Area Support. Depreciation and 
Amortization, expenses assigned to designated Projects within Area 

! 

. i  

.. 
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2.1 Deoreciation & Amortization (Cont'd) 

Suppon are subsequently charged-back from those Area Supporc 
Rojects  to External Projeccs and Area Supporr Projects based on 
Average Bellcore Employee headcount and Average Resident Visitor - 
Reponed headcormt. 

2.2 P r o w r q  Ta*es 
Properq Taxes associared Vith a l l  locations except Lisle are  
charged t o  the Landlord Services S e d c e  Center and are charged- 
back to External and Inrernal Projects as part  of  that Service 
Center's charges. Ropezry Taxes associated Vith Lisle m e  charged 
t o  a designated Area Support Project located a t  Lisle. 

2.3 R e m  on fROI1 

Similar t o  any other corporation, Bellcore is expected t o  provide 
its equity shareholders a fair re- on their equiry invesanent in  
the company. During Bellcore's first seven years of existence 
(i.e.. 1986 t o  1990). the Bellcore Board of Directors aurhorized 
Bellcore u, develop their  re- amovnt by u t i l i z ing  a Re- on 

factor which was applied to the average equity c a p i d  
invested in Bellcore. Effective in 1991, the Board authorized thar 
ROI would be developed by u t i l i z ing  a Rate Base Bate of R e w n  
factor applied t o  an average authorized rare base per the United 
States Telephone Association ( U p )  methodology for  unregulated 
subsidiaries of regulated companies. The merbodologies and 
procedures used by Bellcore to  calculate Re- on Investment (ROI) 
are described i n  detail in Comptroller's Accounring Insrruction 08. 
''Return on Irmesanent (ROI) ~" 

Of the total  ROI expenses calculated, 80% are'charged-back t o  
External and Internal Projects based on net  assets  uti l ized. ROI 
chargebacks assigned t o  Area S q p o n  projects based on ne t  assets 
are subsequently charged-back t o  Exrernal Projects and Area Support 
Projecm based on Average Bellcore Employee headcount and Average 
Resident Visitor - Reported headcount. The remaining 20% of ROI 
expenses calculated are charged-back t o  External and Internal 
Projects based on Controllable Expenses. Refurn on Imesment  
chargebacks to  External Projeccs associated Vi& Goverrrent 
Contract work include o n l y  &e Stare Income Tax portion of ROI 
expenses. 

* Reflects &at effecrive i n  1991. Bellcore's Board of D i r e c t o r s  au-horized 
(US=) that  ROI be calculated using the United States Telephone 

methodology $or rmregulared subsidiaries of regulated companies. 

Revised f o r  1992 Final Project Offering 
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+ 

3. Other Coruorate menses 

O t h e r  Corporate Expenses include expendiwe types such as insurance 
premiums, vorkers compensation, l iabil i ty claim, and Corporate 
contributions. l%ese expenses are' charged-back t o  the Overhead/Common 
Support, Service Center. Area Support. Specialv Direct Charging 
Professional Employee Efficiency Center. and External Billable Projects 
based on Average Bellcore Employee headcotmt. External Billable 
Projects associated with Govezllmenf Contract work do not receive the 
portion of Other Corporate Expenses associated wi th  Corporate 
Contributions - 
Also included in Other Corporate Expenses are expenses associated vie 
Sales Tar  and U s e  Tar. Sa l e s  Tax for all States and Use Tax for all 
States except Illinois aze charged directly to  each Sth level AVP 
organization or Corporate Sezvice Center based onhistorical actual 
taxable purchases. These expenses are subsequently charged-back t o  a l l  
External and Internal Rojects (except those assigned to  IllipOis 
locations) w i t h i n  the AVP organization or Service Center based on 
Average Bellcore Employee h e a d c a t .  Illinois Use Tax expenses are 
charged-back t o  External and Internal Rojects located at I l l inois  based 
on Average Bellcore Employee headcount. 

A summary of these categories of cost and the -al basis of charzeback is 
shown on nppsOair A. 

V. Normalization Accruals 

- 

P 

* 

* 
* 

1. Cbroorate S e d c e  Centers Normalization bccrual 

Bellcore presently has Corporate Service Centers which are structured to 
provide, on an economical basis, those services vhich are c o d y  
required by most of the organizations in  the company. Included in these 
Serpice Centers are ar- such as Computer Secvices. hndlord Services. 
General Services, Te lecodca t ions .  Text  production. Sepent 
Comptroller and Mnis t r a t ion ,  HUMU Resources, and Education, Training 
and Development. etc. Expenses incurred by these Service Centers for 
the provision of  services rendered are billed directly t o  the user 
organization on a usage basis, (e.g.. uuits of measure or headcount) 
which is charged at  'standard rate. or a .current rate: 

1.1 Standard &&& Cornorate Service Centers 

Standard Rated Corporate Service Centers (refer to Appendix B. 
Pages 18 th rough 21. f o r  a complete list of Standard Rated 
Corporate Service Centers) represent Service Centers that are 
billed ?ped  on a standard rate developed from the ra t io  of 

*Revised for 1992 October Project Offering 
+ Revised for 1992 Final Project Offering I 
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i 1.1 Standard && Cornorate Senrice Centers (Cont'd) 

estimated total costs of providing a service t o  the annual 
estimate of rmits to be consumed by the user organizations. Actual 
usage and cost associated with Standard Rated Corporate Senice 
Centers may not alvays be synchronized within a given month. The 
resulting variance (positive or negative) is adjusted by a 
"normalization expense accrual= *ich allows for rbe rate to  remain 
fixed far a reasonable period. Even if the ratio of costs LPNTQd 
versus units conswned varies from month to  month, the actual 
charges to a user organization can continue to be based upon a 
f lxed  rate for those d t s  cormmod. This allow the user 
organization t o  anticipate future charges based upon e e i x  
prospective usage needs. & long as the estimate of the +mmal 
ra t io  of costs t o  uni t s  consumed remains the same as thar which vas 
originally estimated, there is rarely a need t o  adjust the rate 
sipply because monthly experience is fluchlating around an average 
annual estimate. 

However, i f  a significant over/lmder recovery s i tuat ion exists or 
is anticipated, Standard Fated Corporate Service Centers are 
provided &e opportunitg t o  revise their rates twice during the 
calendar year. The ability to  revise 'Standard Fates. allovs 
Corporate Service Centers t o  minimize any variances between actual 
usage charged to  the user organisations and the cos t  associated 
w i t h  the Staadard Rated Corporate Service Centers. The user 
c o d t y  is notified of the nev rate amount by the Service Center 
t o  allov them to  anticipate futurt charges. Reports are available 
t o  the Service Centers and user comuuities f o r  their  evaluation of 
usage and charges. 

Additionally, by having the Standard Rated Corporate Seroice 
Centers function as separate financial enti t ies,  Bellcore can 
evaluate the economics of the centers by comparing fheir standard 
rates t o  those of outside vendors who provide similar services. 
Thu+, the use of standard rates is beneficial for  both rhe user 
organizations and a l so  for overall evaluation purposes. 

annual 

@ 

ek. 

* 1.2 Current Rated Cornorate Service Centers 

Current Fated Corporate Serpice Centers (i.e., Sepent Comptroller 
and Administration and Human Resources) represent Service Centers 
that are billed based on a monthly rate developed from tho ratio of 
total  monthly costs of providing a service t o  che total monfhly 
usage (e.g.. average headcount) of the user organizations. The use 
of a current rate allovs the costs associated with Segment 
Comptroller and Administration and Human Resources Service Centers 
t o  be , f u l l y  recovered each month eliminating the need f o r  any 
"nodl izat ion expense accrual: 

fi 
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2. Revenue Accruals P 
2.1 Firm Ouoted Price Proiects Normalization Accrual 

Firm Quoted Rice <€QP) Projects are billed to mer-Clients based 
on prices established during the -1 budget cycle. Once 
developed, indioidual owner FQP prices are not adjusted t o  reflect 
changes in participation level or actual costs. in the care of 
Standard Rated Usage Sensitive Projects. revenues and costs may not 
be synchropized. resulting in variances. fmy difference betveen 
the FQP revenue on a project d the actual cost is normalized 
monthly to the Rev- Adjusnnent AKarmt, 'Adjus-ts - FQP 
Normalization Accrual.' While the differepce between revenue and 
cost fo r  FQP projects is expected to  be zero a t  year end. a true-up 
w i l l  be perfonned to a l i g n  any differences betveen Owner FQP 
project billing and fully loaded cost. An explanation of the FQP 
true-? process is provided in Comptroller's &counting InrtnrctAon 
03. .Bellcore B i l l i n g  and B i l l i n g  Allocation Process: 

. . 

II- peuartmertal ExDanse and Cornorate Exuense Chareeback process 

Although the above provides definitions of our cost streams and the 
allocatiou/&argeback process for each category of expense. it is also 
necessary to understand the sequence that is util ired in the CA4P to  move 
costs from Departmental and Corporate Expenses ultimately t o  External 
Billable Projects. This knovledge v i l l  be beneficial in d y z i n g  the 
various Project Reports mailable as mana emept tools for the Project 
U e r .  The cost allocation sequences f o r  E992 are depicted via the flov 
char+ on Apperrdix B, vith underlying supporting narratives contained on 
pages 2 through 21. 

The flow chart shows hat certain wst streams are driven to Overhead/Comnon 
Support. Corporate Service Center. and Area Support Projects gs vel1 as 
directly to SDCPE/Ecr a d  External Billable Projects. 
1992 Final Project Offering total of $146.M f o r  Employee Related Benefits. 
$46.2H (31.5%) is driven to Internal Projects, while $2.6H (1.8%) is driven 
directly to SDCPE/ECs and $97.6!4 (66.7%) is driven directly to External 
Billable R o j e c t s .  It is imporrant to recognize that the $46.211 of benefits 
charged t o  the Internal Projects is h d d e d  in the chargebacks from these 
Projects. For example. the chargeback of Computer Serrices includes the 
Employee Related Benefits associated vith the employees working in the 
Coapucer C e n t e r .  along vith Depreciation and Amortization associated vith 
the capital utilized by the Computer Center, oPerhead/Comrron Support 
Expenses. and related Corporate Expenses. 

For example, of the 

Please note that the CABP provides for specific allocations and charge- 
backs, similar t o  W s e  of eqloyee benefits, for  a l l  Internal Projects to  .. 
minimize the potehtial for cross-subsidization. The costs charged-back from 
Corporate Service Center Projects (See Appendix B, Pages 18 - 21) include 
chargebacks associated vith other Corporate Service Center Projects i n  order 

* Revised f o r  1992 October Project Offering 
+Revised for 1992 Final Project Offering 
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The Departmental Expense & Cornorate b e n s e  Chareeback Process (Cont'd) 

to drive costs more accurately to the 'cost causers: However, to dlso 
provide for the ease of auditability and tracking of cost sources, 
chargebacks between Overhead/Conmon Support and Area Support Rojects are 
lhited to one iteration. 

Of interest, the costs of Depreciation of purchased assets and Amortization 
of capitalized leases, sofnrate. and patents are assigned directly to 
External and Internal Rojects based on o r i g i n a l  book value, less applicable 
salvage value, and life of assets (i.e.. net assets). The Depreciation and 
AwrtLzation costs associated w i t h  net assets related to External Projects 
which cannot be directly assigned to those E x t e n d  Rojects are assigned to 
designatedRojects within Area Support. These costs aresubsequently 
charged-back to Area Suppon and External Projects based on Average Bellcore 
Employee headcount and Average Resident Visitor - Reported headcount. ThLs 
is based, in part. on the assumption that there are assets within an 
organization that may have a useful life vhicb transcends the life of the 
current projects being undertaken by that organization. 

bulovee Work Cateeorv Classifications 

The classification of employees into work categories generally relates to 
the mission of the organization and the organizational assignment of the 
individual. Employee work classifications are the same as these for 
Departmental menses, (i.e.. Comon Support. Sepice Center, Area Support, 
and Direct Charged to External Rojects). Eqloyees w i t h i n  these work 
categories who are on a 'Disability Benefit Absence. or a "Leave of Absence' 
(e-g., Family Care Leave of Absence. Hilitary Leave of Absence, em.) are 
excluded from the employee work classifications of Gonunon Support, Service 
Center, Area Support and Direct Charged to External Projects. Exhibit 1. 
"Bellcore Payroll Heacount' provides an example of Bellcore's headcount 
s-ized by employee work and job classifications. 

1. EmD lovee Classifications Assimed t o  Internal Roiects 
For the most part, employees assigned to Comon Supporc usually work in 
those overhead organizations, (i.e., Comptrollers, Corporate Human 
Resources, Integrated Business Processes and Systears. Executives. Legal 
Services, Corporate Communz 'cations, Corporate Medical, Internal Auditing 
and Corporate Security.Administration. Corporate Legislative/Regulatorp 
Support. and Corporate Quality) which charge all of their Departmental 
Fxpenses u, Common Support. 'Ihe only exceptions are employees assigned 
to Corporate Quality and Corporate LegislativefRegulatory Support. 
These employees are located in two line organizations whose primary 
focus is to provide technical products to external clients. For 
1992, the number of employees assigned to these t v o  frmctions is 
budgeted 1 ht 16, and the total assigned to Common Support is 793. 
S i g i - l a r  to Comon Support, those employees assigned to Service Centers 

@Revised for 1992 reporting * Revised for 1992 October Project Offering 
+ Revised for 1992 Final Project Offering 
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1. Emu lovee Qassifications Assiened Internal Pro? ects  (Cant'd) 

are those who reside in organizations that charge their Deparrmental 
Expenses to functions identified as Servfce Centers. For 1992. six AW 
organizations have employees assigned to Service Center functions. 
(Le.. AVP - €luman Besources. AVP - Gamptroller, AVP - Support Services, 
AVP - Computing Technology. AVP - Bellcore TEC. and AVP - Public Policy 
and Regulatory Matters). The functions provided by chese groups are 
explained in Appendix C. 

@ 

a)  lzle AVP - Human Resources. viaose primary focus 5s co provide 
general Persomael sentces vhich are generally charged as Comon 
Support, and as such, is considered an overhead organization. also 
has a poup of employees uho provide Education. Training and 
Development sedces t o  employees. Costs incurred for these 
services are charged-back to the organization of the employee 
atturding the trakring session. Also included within this AVP, is 
then- Resources Service Center wfrfchprovides centralized 
Personnel related services to specific VP/APP Az-. Costs 
associated vi& this Service Center are charged-back to the VP/AVP 
organizations supported based on usage/headcouut. 

b) The AVP - Comptroller provides internal accounting and financial 
services to the corporation and is charged as Camnon Support. 
Howeoer. this AVP also includes the Segmeat Comptroller and 
Administration group, which prlnrldes current year and future year 
budgeting ami financial support/administration coordination 
direct ly  to specific Bellcore VP/AVP organizations as well as t o  
Bellcore's Work Segments and Programs. The S e p n t  Comptroller 
and Administration group is assigned t o  the S e e c e  Center 
categorg. Costs associated with the Segment Comptroller and 
Admsnkuation Service Center are charged-back to the areas 
supported based on usage/laeadcotm+. 

and the AVP - C o m p u t i n g  Technology are 
Considered l ine organizations whose primary focuses are  to 
provide centralized serrrices vhich are comudy used by a l l  other 
Bellcore l ine and overhead organizations located in New Jersey. 
These No AVP organizations also have a few employees who provide 
technical products/services to external clienes and a s m a l l  number 
of employees assigned to Area Support who provide supporr 
fuuctions for the i r  AVP organization. 

c) The AVP - Support Services 

d) The AVP - Bellcore TEC is primarily r-onsible for  providing low 
volume. high-level technical training to External Customer and 
Bellcore Employee Clients. To accomplish this  mission. a large 
variety of technical courses are offered t o  Clients from the 
B e l l c o r g a  training f ac i l i t y  which is located in  I l l ino is .  In 
support'of the I l l i no i s  based efforts,  any of the above-mentioned 
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BELLCOES COST ACCOUN~TNG/AI.KICKCTON PROCESS 

1. b l o v e e  Work Classifications Assimed t o  Internal Roieces (Cont'd) 

d) centralized seIvices which are provided to  New Jersey located l ine  
organizations, are  also required by this Il l inois  operation. 
Rather than provide these serrrices via a group supervised by a New 
Jersey organization, the AVP - Bellcore TEC has certain groups 
located in the organization who perfozm such functions and those 
individuals are assigned to the Service Center category. 

e) The AVP - public Policy and Eegulatory Matters is primarily 
responsible for New Services public Policy Planning, Access 
Training and Conrultation. Regulatory Besearch and Techpical 
Analysis. and Central Office and Nenmrk Cost Support. This Avp 
is also responsible for providing many centralized services to  the 
Wasbington location. The individuals and expenses associated w i t h  
providing these services are assigned t o  the Service Center 
category. 

W i t h  respect to all  other AVP organizations at Bellcore, they are 
primarily responsible for providing various types of technical and/or 
service products to  external clients. Xiowever, vith the exception of 
the AVP - Bellcore TEC and the AVP - National Security hergency 
Reparedness. a l l  AVP organizations are located i n  New Jersey. As 
such. centralized services for h e  groups are generally received from 
the above mentioned AVP organizations. Therefore, &ese organizations 
are  primarily comprised of employees who provide technical services t o  
extend c l ien ts  and a l s o  employees vpo provide various administrative 
and financial support functions fo r  the technical personnel. 

Administrative employees who are assigned t o  the Area Support 
Classification reflect those employees vho prov%de administrative/ 
management support necessary t o  plan, develop. and monitor the Bellcore 
Segments, Programs. Products. and Organizations. Although these 
functions are vital to a l ine organization's a b i l i t y  to produce a 
technical deliverable, they represent general administrative and/or 
management support and are not specifically involved i n  the direct  
process of developing and producing a technical deliverable. 

w lovee && C l a s s i f i c a t i o n s  Assimed g External Roiec ts  

2.1 Dirtct Chareine R ofessional E m  levees ~ D C P E s ~  

Employees who axe courited as D i z e c t  ChGgimg Professional Employees 
(DCPEs) are those who are directly and c r i t i ca l ly  involved i n  the 
process of developing and delivering a product which w i l l  be 
purchased by an external c l ient .  Depending upon the type of work 
being purchased by the client. the particular work efforts may 
vary., The two major work categories a t  Bellcore are Xnfras-cure 
and Elective Projects. For each of these categories of work, the 
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* #  2.1 Direct Charpine Professional Em~lav ees JDCPEs-1 (Cont'd) 

process generally represents some variations on the cradle-to-grave 
efforts iwolved to produce a deliverable product. The process for 
the most complex project i s  generally described belov: 

a) interfacing efforts vith the client to determine the specificiry 
of the technical delivery requested and may include council. . 
form. committee. subject =mer expert and ocher meetings t o  . 
ga- such crStical information to  e s a l i s h  the cliaxxt'r need; 

b) the identification of the particular product vehicle wi~Sch will 
be utilized to meet the client's need may include evaluation 
efforts to deaxdne *ether a aev product group should be 
established to include the delivery vehicle. or S f  ap 
enhancesent to an existing product group v i l l  suffice: a l so  may 
lsrrolve market analysis surveys and economics studies: 

c) collaboration e f fo r t s  within Bellcore Oms& are necessary to 
designand scope the development of the specific product 
d8Uverable. and those efforts necessary t o  actually produce the 
product requested by an external client, iacludhg supemision 
and produetion/quality control: status review vith the client: 
modeling; teaching and/or pre-delivery testing of the product: 
f ie ld  trial. such as on-site system integration testing; and 
also the efforts performed by an individual uho may provide a 
portion of the above by producing a common standard work element 
w€aich is a coqortent or par t  of the process to produce this 
-product and other pro&cts. 

Given the wide variety of products offered by Bellcore line AVP 
organizations, ve need to recognize that most products w i l l  not 
require a l l  of the above-outlined efforts. There are some products 
vhichody require interfacing vith the client and producing 
the deliverable specified. Some others also requ€re incemal 
collaboration efforts in addition t o  interfacing w i t h  the client 
and prodwing the deliverable. 

There are some product deliverable+ which require all of the above 
efforts outlined; hovever, most usually require a select 
cdinstion of h e  efforts. The only efforts which are common 
t o  each and every Bellcore product provided to a client are 
interfacing wich the client t o  determine &e client's needs, and 
providing a product vhich meets the clients needs as mutually 
agreed. 

Depe= on the scope of the product, it is possible that ow 
&par nt (division) may be able to  solely produce a product for 
an external client. Bovever. for many products, more than one 
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* #  2.1 Charpine Professional Emlovees DCPEsL (Cont'd) 

department is This is due t o  the 
fact that Bellcore departments generally deal with a narrovly- 
focused technical area and are staffed by highly-skilled 
individuals who are gathered t o  meet a pareieular technical role. 

required t o  produce the product. 

By gathering skil led individuals of similar specialt ies i n t o  one 
dep-nt, Bellcore is able t o  improve its overall operational. 
efficiency. AS such, the production of most products requires the 
aggregation of specialty skills which are located in different 
departmen+s. 

The Bellcore Roductproject m g e r  is the person who is 
responsible t o  select and coordinate the integration of the various 
skills required t o  produce the product that has been specified by 
the external client. Sometimes two or more departments within a 
Line AVP's organization are involved in the- production of a 
product. Other times, two or more deparanents are required t o  
produce a product and are located in two or more different l ine  AVP 
organizations. For many of these cases, the line AVP organizatiars 
reside in different line VP organizations. 

One good example of this is the production of Information Network 
Services Products and Operations Support Products. Maxry of a s e  
products require the u t i l i za t ion  of computer software developers 
vho reside in specialty departments and hVP organizations 
Vi+hin the VP - Sofware Techrwlpgy and Systems. However, the 
individuals who primarily interface w i t h  the clients and determine 
'the client's needs are located in a different VP organhation. 
(i.e.. one VP organization f o r  Operations Support RoQlcts, and 
chose fo r  Information Network Services are yet i n  another VP 
organization). 

While some may believe that the above appears complex. Bellcore 
believes that the gathering of similar specialt ies i n t o  departments 
and allowing the Roduct/Project Kanagers t o  select  from the 
various departments those particular specialty skills required to  
produce a product is. i n  fact. the most eff ic ient  overall 
operational s u u c u e .  As such, both internal accounting processes 
and internal management processes and reports mst be designed t o  
accommodate all of the various possible configurations ut i l ized t o  
develop organizations. <i.e.. technical specialty p ther ing) ,  and 
the selection of those skills ucil ized to produce a product/ 
project. 

2.2 Swcialty Direct Chareine Professional -1 ovee Efficiencv Centers 
LSDCPE/ECs > 
As Bellcore has evolved over the last  fev years, new specialty 
gatherings (i.e-. organization+), have been established . i n  an 
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* #  

Soecialm Direct Chareine Rofessianal EmDlovee Efficiencv Centers 
XSDCPEECsl (Cont'd) 

attempt to ipprove operational efficiency. However. Bellcore's 
current internal accormting and management reports. which are 
designed t o  categorize enployees into four classifications, bave 
forced many of the pev specialty organizations to be classified as 
Area Supporc. Recognizing that employees who are classified as Area 
Support generally represent those assigned to A d m h a s  trative 
functions. a s  classification of specialtp technical groups who 
provide technical ef for t s  wbich would be normally classified as 
DCPE, creates an erroneous representation of tha real fupctions of 
these groups. Rrrthenrore. it creates an environment vhfch 
discourages the establislameut of 'specialty gatherings' vhich are 
intended to improve operational efficiency. 

One -le of such a situation is the Bellcore Applications 
Emirouuent (W) specialty group in the VP - Sofware Teefmology 
and Systems (ST@) organization. This group provides c-n 
sofware which w i l l  be deployed in the Operations Support Rod~acm 
that are being developed by other deparmenm w i t h i n  the VP ST€& 
organization. Had each of the other organizations elected to 
continue t o  individually bu i ld  such sofware as part of the systems 
that they were developing. the costs for these efforts would have 
been charged directly to the Product/Froject and the individual 
eqloyees involved would have been counted as DCPEk. 

BY recognizing that c e r ~  select s&systems of a major sofware 
application system are comaonly required in major systems, the ST&S 
organization elected to have those common subsystems developed by 

specialey gathering of individuals. Therefore, the common 
subsyst- could be -loped M. and then deployed in the najor 
systems. Moreover, this approach ensured that the common &systems 
were all built to a common standard. 

Such common staudards are necessary t o  eventually allow for the 
connectivity of all najor systems. This is a critical goal which 
has been established by the Senior Kanagers of  Bellcore's c l iena .  
If Bellcore continued t o  a l l o w  each individual deparment to  
separately develop these conmum subsystems, its real costs would 
have been much greater t o  p r d d e  equivalent functionality. By 
grouping those individuals involved w i t h  building such common 
subsyst-. Bellcore has been able to both achieve the benefit of 
common software reuse, as w e l l  as build such products in a more 
efficient manner, thereby reducing real costs. 

Bscognizipg that the &ve approach represents a more efficient 
mapper for Bellcore to operate, management reports include 
information on Specialq Direct Charging Professional Employee 
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* #  

2.2 SDecialN D i r e c t  Charrrine Professional EmDlovee Efficiencv Centers 
ISDCPE/ECsl (Cont'd) 

Efficiency Center (Le .  SDCPE/EC) expenses and headcount. This 
al lows organizations t o  readily identify cost  and numbers of 
employees charged to this category. Appendix D provides a 
description as the functions performed in each of the following 
Specialty Direct Charging Professional Employee Efficiency Centers: 

t o  

- Bellcore Applications Enviroannent (BaE) - Bellcore &dvanced Software Environment ( W E )  

By use of these specialty groups. Bellcore has increased its 
operational efficiency and i ts  product: qualitg. 

VIII. e l l c o r e  Cost Monitorine Measurement Svstem 

1. Monitorine Measurement Cavabilities 

Bellcore's cost accounting process provides f o r  the monitoring of ful ly  
loaded costs a t  the organizational level and also OR an ipdividual 
project basis. Generally, organizational budgets are prepared a t  the 
VP. AVP, and Department level and actual cost results are usually 
available down through Group ( D i s t r i c t )  level. Projects are used to  
monitor costs f o r  external client work author iza t ions  and also for 
internal centralized support functions. 

Recognizing that Bellcore operates s,bilar t o  the q p i c a l  consulting/ 
software products firm. External Project costs are monitored per Direct 
Charging Professional Employee (DCPE). The definit ion of a Bellcore 
DCPE is the same as that of any consulting firm, (i.e.. those employees 
who work directly on producing the project deliverable+). Where an 
employee work on nore than one External Project, his/her time is 
charged to  each project accordingly. Similarly, if an. employee, who 
normally work on Prternal Projects. has an occasion t o  work on an 
Internal Project. h i s h e r  time is charged t o  the Internal Project. 
Therefore, all costs are properly recorded t o  the appropriate project. 
Konitoring Bellcore's cost per DCPE also allows us to readily compare 
Bellcore's bi l l ing rates  to  those of other consulting f i r m s .  

In Bellcore. as in  any consulting f i rm,  real output is directly related 
to  the number of Direct Charging Professional Employees. As such, 
Bellcore's cost of real  output is measured on a basis  of Total Cost per 
DCPE. This measurment includes both Corporate ( i -e . ,  costs for 
Fmployee Related EenefirS, C a p i t d l  Related B e n e f i t s ,  and O t h e r  Corporate 
Costs) and fully-loaded Departmental Expenses. The Deparanental 
Expenses are subdivided into the t radi t ional  five categories (i.e., 
Direct t q  I External Billable Projects, Specialty Direct Charging 
Professional  Employee Efficiency Centers (SDCPE/ECs) , Area Support, 
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1. Cosr Honitorine Measurement Capabilities (Cont'd) 

Service Center. and Overbead/Conmon Support). These are the cost 
categories which appear on a l l  project cost tracking reports. & such. 
by aggregating the fndividual project costs for  an organization, we 
cap monitor  the c o s t  per DCPE for each organization by major cost 
category. This report can be developed by VP. AVP. and Departanexit level 
(see Appendix H f o r  Total Cost/DCPE). 

In addition to moni to r ing  costs on Rternal Projects, Bellcore h 
established Internal Rojectr to track the costs of various internal 
support functions. Internal support functions are disaggregated 
into three categories: (1) Overhead/Comon Support, (2) Area Support 
and (3) Corporate Sezviee centers (See Section 111). Overhead/Cowmon 
Support iacludes core functions such as Comptroller, Corporate H- 
Resources. Legal. Corporate Commuuications, Corporate HedLeal, 
Executives, and Corporate Legislative/Xegulatorg Support. &ea Support 
includes those functions necessary to support the line VP4AVP 
organizations. 

Corporate Service Centers include functions such as Laudlord Services, 
General Serrrices. Secretarial Support, etc. By having fully-loaded 
costs available by each internal support frmction. we are able to 
develop proper cost wmparisons of Bellcore's incernal support functions 
to those of other similar firms. Equally important, ve can compare the 
c o s t  of each frmction relative to a n m r & d X l  benchmark (e.e.. Landlord 

83 

Services Costs per Assigned Square Footag;,, Secretarial 'SGport Costs 
per Assigned Secretary. etc.). PROPRIETARY 2. ReDorts  Available 

In  order to aid in the management and control of erpenses. tho 
Centralized Reporting Database System ( W s )  provides a 'series of 
OrgaPizational/Project cost reports as described belar. 

The various cost categories of financial reports are reflected in 
App- G. along vith the 1992 Final Roject Offering. which is bared 
on the figures provided by the budgeting representatives of each 
organization. 

2.1 Oreanization cas+s * 

Total organizational experves are monitored by each organization 
via the use of the series of reports. Exhibit 2 
(Departmentdl Cost Sununary - FBx4) provides a summary of the key 
financial reports available t o  organizations to better enable *em 
t o  monifor and control organizational expenses. 

' F@K& e4233 
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+ 
2.1 Oreanization Costs (Cont'd) 

In order to assist in understanding the Departmental Cost Summyy - FBx4 report and other financial r epom.  the folloving 
definitions of terms are  provided: 

a) Average Headcount - represents the sum of Average Bellcore 
Employee headcount and Average Residenc Visitor - Reposed 
headcount. 

b) O e h e r  Contractor Headcome - represents Average RV Non-reported 
and Resident Contractor headcotme. 

c) Controllable Expenses - represent the sum of Deparunencal 
wenses and Corporate Expenses. These categories of expenses 
are defined in Sections I11 and IV. 

d) SDCPEfEfficiency Cencers - represent expenses associated w i t h  
che Specialcy Direct Charging Professional Employee Efficiency 
Centers. These expenses represent the sum of Departmental 
menses. Corpora t e  Expenses, and Chargebacks from other 
organizations. 

e) Chargebacks - represent  expenses incurred for services and/or 
supporr provided by ocher organizations. These expenses are 
divided in to  N o  categories: those expenses vbich can be 
controlled by an organization in a fashion similar t o  
DeparmentdL and Corporate Expknses (e.g., Corporate Service 
Cencers); and those expenses vbich cannot be conuol led  by an 
organization, that is, Overhead/Common Suppor?~. Conuollable 
Chargebacks, such as Corporate Service Centers. can be 
conuol led by reducing units of corsmption; whereas, 
overhead expenses (representing approximately 7 -1% of che 
1992 F i n a l  Project Offering) ate conuolled by the i n c u r r i n g  
organizations (e.g., Compuoller's. Corporate H- Resources. 
and Corporate Wedical) and are charged-back via an al locat ion 
basis. Derails regarding each of these expense cacegories a re  
provided in  Sect ions 111 and V. 

f )  Total Incurred Expenses - represent the sum of Controllable 
Expenses, SDCPEDC Expenses, and Chargebacks. 

g) Chargeouts - represent that  portion of Incurred Expenses 
charged-ouc t o  other organizacions from the incurring 

h) N e t  Cost - External Projeccs - represenc the sum of Total 
Ipkurzed Expenses less Chargeouts- This represencs +he coca1 
cos t  of External Projects. 

organization. I 
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2.2 Protect Costs 

Rternal Project Costs (i.e.. k t r o l l a b l e  Expenses. sDcpE/Ec 
Expenses. and Chargebacks) and headcount ( i - e . ,  Average Ballcoro 
employee. Average Resident V k i t o r  - Reported, and S W E W  
headcount) information is monitored through the use of fipaneid, 
reports such z s  the PR#8 series. It should be noted that the pRf#8 
suwmary report an Rternal Ro jec t  is linked direct ly  to aad 
equals the sum of the indivibral B u d g e t  Organizational pB#8 
reports associated vith a project. Tbis allows a Projeer 
w e t  to readily identify the source of cos t  and headcount 
deviations from budget. Appendix F provides a summary of some of 
the reports available which are most cornonly urrilized zo prep- 
variance ezplapations . 

The Corporate goal is to  dn5nd.z.e the amount of costs which are  charged 
to Sth level AVP Area Support Ro jec t s  a d  subsequently charged-back to 
the projects serviced and/or supported by that organization. 

For additional in€ormation regarding financial reports available. refer 
to Comptroller's Accounting Instruction 04. "official Corporate 
Reports. 8 

foz 

IX. Conclu+ion 

Comptroller's is striving to have more of the Company's costs  directly 
charged to each External Project, thereby mipimizing the potential  for  
cross-subsidization and aiding in  the ,control and analysis of 
o r g a n i z a t i d / p r o j e c t  costs. 

This narrative provides the mderlying structure and rationale behind 
Bellcore's Allocation methodologies. In addition. Corporate Accounting/ 
Cost Operations has been provided w i t h  a 'Cost Allocation and a 
.Cost kcormting/A.llocation Changes 1Iamdl; which provide specif ic  details 
regarding the  operations and p r o c e h e s  related to the Cost Allocation 
process. Questions regarding interpretation and/or requescs f o r  additional 
infornation should be referred to orporate Accounting/ 
Accounting Methods Department. 

* 

! '  
Comptroller 

4 

I FPK& BBwl 

* Revised for 1992 October Project O f f e r i n g  

PROPFZETARY-BELtCOgE AND -ZED CLIENTS ONLY. 
See Proprietary restr ic t ions on t i t le  page. 
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Bellcore 
Conrptroller ‘s Accounring Ins+ruccions 

Accouu+ing Instruction I 
.Effective Date: 01/01/& 
Reksued: 05/22/92 
Appendix A 
Page 1 of 2 

I. 

x 

1992 
BEUCORE COST ACCODXIING/ALLKXATION PROCESS 

CATEGO- OF COSTS h ALLOCATIONS 

GEMBAL BASIS OF COST 
COST CATEGORIZS AUDGATION/CIIARGEBAQF 

Deuawenral  ExDenrer . 
A. arernal R o i e c t s  Directly charged +o External Project 

- S a l a r i e s .  Conaacted Serrrices. 
Materials 6 Supplies, Sofcvare, 
Travel h Living, Belo., Rentals 
h Leases. Telecomm., Tuition. 
U t i l i t i e s ,  O r h e r  General menses, 
and S p e c i a l q  DCPE Efficiency 

%b* 
B. Internal  Centers Proieccs vf#oi*k Average Bellcore Employee Headcount - Overhead/Common Support 

h Average Resident Visitor - RepoYZf 
Headcount/Conuollable Expenses 

- Area support 

- Area Administrative Support Average Bellcore Employee Headcount 
h Average Resident V i s i t o r  - Reportf 

Average Bellcore Employee Headcomt  
Average Resident Vis i tor  - Xeported 
Headcounc/Fixed Percentages 

‘ Headcount/Fixed Percentages 

- k e a  Technical Support - Short Tern 

- Corporate S e n i c e  Centers 

11. Conorate  Emenses 

A. EmDlovee Related 

x 

a6 

.- 

- Pensions - w g e a n e n t  - support S d f  

- Savings P l a n  - LLanagewnc - support Staff 
! ’  

Usage/Average Bellcore Employee 
Headcouuc h Average Residenc Visicor - Reponed Headcount 

Scandasd Management S a l a r i e s  
Average Bellcore Support Sraff 
Employee Beadcotme 

Srandard Managemenc S a l a r i e s  
Standaed Supporr Sraff Salaries 

Revised for  1992 April  Rojecc Offering 
I 

PBDPRIETAXY-BELLCORE AND fpTHORIZE0 CLtENTS ONLY. 
See R o p r i e q  restricFions on t i t le  page. 
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Bellcore 
Comptroller's Accounting Instructions 

1992 
BELLCORE COST ACCOUNTIUG/ALID)CARON PBOCESS 

COST CATEGOPJ ES 

C A m F S E S  OF COSTS h ALLOCATIONS 

G m  BASIS OF COST 
&IXCATION/CHARGEEACK 

PROPRl ETARY 11. Cornorate m- es (Cont'd) 

A. Em~love e Related (Cont'd) 

- Pay1011 T- Standard & OrrerrLme S a l a r i e s  

- O t h e r  Benefits - Flex Benefitr. Group Insurance. 

- Compensated Absences Standard Salaries 

Average Bellcore Employee Headcount 
pd S u r e t y  Bonds 

B. C a o i t a l  Belated 

- Book Depreciation h Amortization Original Book Value & Life of Assets 

- Property Taxas 

*t - Beturn on Investment (MI) 
(Net Income, Taxes. and 
Interest..on Debt) 

C. O t h e r  Cornrate Exw nses 

- Insurance & Corporate 
Con+ribUtiOnS 

* - S a l e s  Tax & U s e  Tax - All States Sales Tar - N.J. Use Tax - I l l inois  Use Tax 

All locations except Lisle are 
charged to  the Laudlord Services 
Service Center/Ltsle is assigned to a 
designated Area Support PrOJecc. 
located a t  Lisle 

Net Assem Utilized and 
Contrbllable Expenses 

Average Bellcore Employee Headceunt 

Historical A c b l  Taxable Pur-es 
Historical  Actual Taxable Purchases 
Average Bellcore Employee Headcount 
ass iped to the Lisle location - 

I '  
Revised for 1992 October Project Offering 

* Reflects &at effective in 1991, Bellcore's Board of Directors authorized that ROI 
be calculated using the United States Telephone Association (USTA) methodology for 
unregulated subsidiaries of regulated companies. 

PBOPRIETAXY-BEUC0F.E AND AUTHORI& F R I T S  ONLY. 
See Roprietaay restrictions op t i t l e  page. 
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1992 
BELLCORE COST ACCOUNTING/AILOCATION PaOcESS 

a 
I. Gorvorate h e n s  es 

- Employee Related 

- Peasions - Hanag-t - support Staff 

- savings P h  - nanagement - support S t a f f  

- Payroll Taxes 

SEOUENCE OF COST ALLOCATION PROCESS 

Basis of Charweback 

- other Benefits - F l a  Benefits. Group 
bsurance and Surety Bonds - Compensated Absences 

- CapiW Balated 

Amortization 
- Book Depreciation and 

! '  

Standard Hanagement Salaries 
Average Bellwre Support Sraff Employee 
Headcorm+ 

Standard Management Salaries 
Standard Support Staff  Salaries 

S r a n d K d  and Overtime Sa la r i e s  

Average Bellcore Bnployee Headcormt 

s- salaries 

#* Depreciation and Amortization expenses, 
which are based on the original book 
value, less'applicable salvage value, and 
life of assets (i.e.. net assets). are 
assigned directly to eithet External or 
Internal Projects. Depreciation and 
Amortization expensas associated v i th  net 
assets vhich are assigned to External 
Billable Rojec ts  are charged directly to 
those Extarnal B i l l a b l e  Projects. 
Depreciation and Amortization expenses 
associated vith net assets which are 
general and carmot be directly identified 
to specific External B i l l a b l e  Projects are 
assigned to designated Projects w i t h i n  
Area Support. Depreciation and 
Amortization expanses assigned t o  
designated Projects vithin Area Supporr 
are subsequently charged-back from those 
Area Support Projects to External Billable 
Projects and Area Support Rojec t s  based 
on Average Bellcore Employee Headcount and 
Average RV - Reported Headcount. 

:: Revised for 1992 April Project Offering 
*Revised for 1992 October Project Offering 

PROPRIFTARY-BELLCORE AM) wnrOarZ& CLIENTS ONLY. 
See Propriecaxy restrictions onl t i t l e  page. 
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Comptroller's Accounting Instructions 

ITEMNO. 2 4 s  
f4lTalm.I f4 
pR6F: 27Cf83 

Accounting Instruction 
.Effective Date: 01/01/t 
Reissued: 05/22/92 
Appendix B 
Page 3 of 21 

1992 
BELLCOBE COST ACCOLWRNG/BtLOCA~ON PBOCESS 

I. Corwrate menses  (Cont'd) 

- Capital Related (Cont'd) 

- Roperry Taxes 

+ - Remm on I n v e s a n t  (MI) 
*-* (Net Income, T a x e s .  and 

Interest on Debt) 

*-* 

+ 

- Other Corporate Expenses 

- Insurance Premirnns. 
Wosk.ers Coxupensation. 
and Liability C l a i m s  

I '  

pasis of Charreback 

Rope- Taxes for  a l l  locations except 
Lisle are assigned to tha Lapdlord 
Services Service Center and charged-back 
to Eztemal and I n t e n d  Projects as par 
of Landlord Services. -le Roper ty  
Taxes are assigned to a designated &ea 
Support Roject  at &le d w e d - b a c  
to Projects located a t  Lisle based on 
Average Bellcore Employee H s o d c o M t  and 
Average Resident Visitor - Reported 
Headcount. 

80% of Bo1 expenses are charged-back to 
External and Internal Rojects based on 
Net Assets utilized. 801 chargebacks 
assigned to &ea Support Projects are 
subreqaently charged-back t o  External an 
Area Support Projects based on Average 
Bellcore Employee Headcount and Average 
Resident Visitor - Reported Headcouut. 

+ ROI chargebacks to External Projecrs 
associated w i t h  Government Contract work 
include only the State Income Tax portio 

20% of ROI expenses are charged-back to 
kternal and Internal Projects based on 

+ Controllable Expenses. M I  chargebacks 
E x t e a l  Rojects associated w i t h  
Government C o n t r a c t  work include only th, 
State Income Tax portion of ROI expenses 

of MI expenses. 

Other Corporate Expenses associated w i t h  
Insurance Premiums. Workers Compensatior. 
and Liability Claims are charged-back t o  
Internal and ikrenaal Rojecrr based on 
Avexage Eellcore Employee Beadcount. 

Reflects tha; effective in 1991. Bellcore's Board of Directors authorized that RC 
be calculated using &e United States Telephone Association (USTA) methodology f o  
uaeegulated subsidiaries of regulated companies. 
Revised for 1992 Final Roject  Offering 

PBomErAuY-BELLcoaE A m  4upIoBua, CLIENLS ONLY. 
See proprietary restriqtions on t i t l e  page. 
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1992 
BELLCORE COST ACCOUNTING/AIUCATION PROCESS 

SEOIENCE OF COST N U C A T I O N  PROCESS 

I. Cornorate ExDenres (Cont'd) Basis  of Chareeback 

- O&er Corporate Expenses (Cont'd) 

- Corporate Contributions O t h e r  Corporate Expenses associated with 
Corporate Conuibutiono axe charged-back 
to Internal and External Rojects  (except 
External Rojec ts  sssociated w i t h  
Government Contract work) on the basis of 
Average Bellcore Enployee Headcount. 

+ 

* - Sales Tax 6 Use Tax 

Sales and Use Tax expenses are charged- 
N.J. U s e  Tax back based on historical actual Taxable 

Purchases for each AVP o r  Corporate 
Serwice Center Area and subsequently 

* - Illinois U s e  tax 

charged-back t o  Projects within those AVPs 
or Serpice Centers Based on Averaee 
Bellcore E%ployee Besdformt assigned to 
all locations except Lisle 

Average Bealsore Employee lieadcount 
assigned to the Lisle location 

XI. p Proiect Basis of Chareeback Oreanizatioq 

pecutives 

Leea1 Services 

900XX Controllable 100.200.210- 
Expenses 270,510,800, 

904xX Controllable 510,511.512. 

82 ' 

Expenses 513,514 

Cornorate Commmicacions 905xX Average Bellcore + 800,801,826 
Emrployee Headcount 
and Average RV - 
Reported Headcount 

! '  

* Revised for 1992 October Project Offering 
+ Revised f o r  1992 Final Project Offering 

91 

PROPFSElXRY-BELLCORE AND AUTHORI+ CLIENTS ONLY. 
See Proprietary restrictio- c i t l e  page. 
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Bellcore 
C a p t r o l l e r ' s  Accounting Instructions 

Accounting In+truction 0 
Effective Da te :  01/01/84 
Reissued: 05/22/92 
Appendix B 
Page 5 of 21 

1992 
BELLCORE COST ACCOUNTING/UCATION PBOCESS 

SEOUENCE OF COST ALUXXRa PBOCESS 

XI. 

* 

* 
* 

* 

* 

x 

Overhead/Comon S m  o r t  (Cont'd) 

Corvorate H u m a n  Resources - A l l  
Lacations 

Admxtustration - Corporate 
Persormel 

Administration - Corporate 
Staffing and Personnel 
Ut i l iza t ion  

Human Resources Infomation 
sYS- 

Benefit Admtniscration 
. Pension. Death Benefits. 

and Retirement 
snrings Plans 
Flex Insurance. Disabili ty 
and Reimbursement Accounts 

Ract ices .  
Gmpensation 
General Employaent/Staffing 
College and upiv. Tuition 
Program and Career Development 
Benefit Planning and 
D e v e l o p n t  

Pioneer A c t i v i t i e s  
Administration - Benefits. 

iiuman Resources Planning h 
Compensation 

Job Evaluation 
ERISA Compliance h Special 
Roj ects 
Hrmpan Resource Planning 

_ _  

pro iec t  Basis of Chargeback 

906XX + Average Bellcore 

90601 

90602 

hployee Headcount 

90603 

90604 
90605 

90606 
90607 

90608 
90609 
90617 
90621 
90622 
90638 

90660 
90662 

906.64 
90647 

90675 

Authorized 
Orranization 

822 

822 

822 

822 
822 

822 
822 

822 
822 
822 
822 
822 
822 

822 
822 

822 
822 

822 

Cormrate b a n  Resources - 906XX + Avg. Bellcore Employes 
Headcount excluding 
Lisle 

Tech Employment - Karker 90610 822 
Tech Employment - Campus 90611 822 
Professional Staffing/Employment 90612 822 

! '  

*? Rwised for 1992 April Project O f f e r i n g  
* Revised for 1992 October Project Offering 
+ Revised f o r  1992 Final R o j e c t  O f f e r i n g  

. 

, 
PROETJETARY-B~ORE AND AU&ORXZFB CI.IISTS ONLY. 

see Proprietary r e s u i c t i b n s  on t i t l e  page. 
Fern& 882358 
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Bellcore 
Comptroller's Accounting Instructions 

Accounting Instruction 02 
Effective Date: 01/01/86 
Reissued: 05/22/92 
Appendix B 
Page 6 of 21 

1992 
B E L h B 3  COST ACCOUNTING/AuaCATION PROCESS 

SEOUEACE OF COST ALLOCATION PROCESS 

11. Overhead/Common SUDD o r t  (Cont'd) poiect Basis of Chareeback 

Cornorate Human Resources - 906XX + Avg. Bellcore Wloyee 
(Cont'd) Headcount excluding 

Lisle 

Employment Advertising 
Rotational St.sZf5.q 
WVersitY Belatianr 

* Diversiv-lCaPagement 
Relocation 
Tech W k e t  Candidate - 
have1 h Livipg 

Travel h Living 

Belocation 

Relocation 

Tech Guxpus Candidate - 
Tech Karket Candidate - 

kchelors - . 

Tech Campus Master candidate - 
Tech c;mw+ lk 

906U 
90610 

90618 
90633 

90630 

90650 

90651 

90652 

90653 
Beloution 
Tech Campus PIP) - Relocation 
Tech Campus ATS - Relocation 
Bellcore Clubs 90670 

* Rofessiod Employee - 
capdidate Relo. 

* Exec. Dir. Administration Pool 90676 
* Human Resources Administration 90678 

Comntrollers 907XK Controllable 
menses 

External Human Resource Relations 908XX Controllable 
Expenses 

Coroorate Medical '91OXX + Average Bellcore 
Employee Headcount 
assigned to New 
Jersey Locations 

! '  

* Revised for 1992 April Project Offering * Revised for 1992 October Project Offering 
+ Revised for 1992 Final Project Offering 

PROPRIETARY-BELUXIBE AND AvMoRI & CLIENTS ONLY. 
See proprietary restrictions oh title page. 

93 

duthorized 
Oreanization 

822 
822 
822 
822 
822 
822 

822 

822 

822 

822 

822 
822 
822 

822 
822 
822 

801 

805 

825 

* 
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Accouncing Insrrucdon 02 
Effeccive Dare: 01/01/84 
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Page 7 of 21 

1992 
BELLCORE COST ACCOUNTING/ALLQCATION PROCESS 

CA ON PROCESS 

11. OverheadKomon Suuuorr (Conc'd) 
Authorired 

gasis of Chareeback Oreanizazion RoiecK 

Average Bellcore B O 0 1  
hployee Headcomr h 
Average Eesidenr 
Visicor - Reponed 
Headcounc assigned 
ro Nev Jersey Locations 

91lxx 

1 .! 
912xx Average Bellcore 8001 . 

Enployee Headcome h 
Average Xesidac 
Visicor - Reponed 
Headcome 

Internal Audiring 

" 
1 . .  9UXX 252 Conuollable 

Ikpenses 
t TnrePrated Business Processes 

h Svsrems 

915xx L Average Bellcore 82 
Employee HW.&OUIC & 
Average Residenc 
Vis icor  - Reporred 
Headco~c 

Corporate LeeislariveL 
Reeularorr Smvorr 

i 

916m Average Bellcore 82 
tianagemenr Employee 
Headcounc 

9 1 m  

918Xx 

Average Bellcore 27 
Employee Headcounc 

Average Bellcore 8072 
Managemenr hployee 
Headcounc assigned 
KO Nev Jersey Locations 

! .  
c Revised for 1992 April Rojecc Offering 
i Revised for 1992 Ocrober Project Offering 
@ Revised for 1992 reporring 

. I- o 
PROPBIEIXRY-BQLCORE AND A+ORIZED GLIENTS OKLY. 

See Propriecary rescrictipns on cirle page. - FSiK82W t 
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1992 
BELLCORE COST ACWUNTING/AUOCATION PROCESS 

S CATION PROCESS 

Auaorized 
111. &-ea Suuuort p i e c t  Basis of Chareebaclc Oreanizatim 

1. 4- 0 

*p 

- VPA Support 

A rt 

- AVP Staff Support 

7oxm Avg. Bellcore Emp. 
kadcountand 
Average  Fasident 
Visitor - Eeported 
Headcount w i t h i n  e u h  
VP &ea (except VP 27 
U c h  is charged-back 
based on Fixed Percentages 
to designated Rojeccr 
vithin VP 27) 

7oxxx Average Ballcore A s s i p d  AVP 
Excluding Employee and Average Organizations 
7oxm Resident Visitor - 

Beported Headcount 
W i t h i n  each AVP 
&ea' 

t S  o r t -  
Administrative 

- Segment Administrative Support 7 8 m  Average Bellcore nsdignea 
Employee and Average Orgauizations 
Resident V i s i t o r  - 
Reported H e a d c o u n t  
v i t h h  Desierrptad 

Applied Besearch Segment 78101 
Administration supporr 

s w r +  

Network 5e-nt Admh Support 78102 
Integrated Oper. S e m t  1Ldnin. .?E103 

Services Segment Addn.  Support 781W 

* Revised for 1992 October Roject  Of€ering 

95 

P R O m ~ Y - m L L c o E E  AND ADPIOBI& CLIms ONLY. 
4 

See Ropriecaq restrictions qn t i t le  page. 
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Accounting Ins-tion 0: 
Effective D a t e :  01/01/84 
Reissued: 05/22 f 92 
Appendix B 
Page 9 of 21 

1992 
BEUCOFS COST ACCOUNTING/WOCATION PRDCESS 

SEOmAGE OF COST ALLOCATION PROCESS 
SfeDS 
III. Area  Srmoort (Coat'd) Roiecr  

1. Area Adminisrrariwe Suovorr (Cont'd) 

Sepment/Proeram/Rodt S w v o r t  - 
Adminismarive ( Cunt ' d) 

* - Program Adminisuative Support 780XX 

Information Nervorking 

Information Neworking 

Information Netvorking 

Applied Research 
Planning and Engineering 
Provisio-g 
Operations 

1 7, C@alic-,- Technology 
Technical Analysis 
Training h Education 
Computing S t d s .  h Architecnre 
Support Sen-ices 
Integrated Operations 

+ Public Policy h Begulacory 

K N d e r  Adminisaation 

Placform 

Technology 

Services . .  

Watters 

Service Cencer ( W C )  
National S e c u r i e  h G r g e n c y  

Repareduess (NSEP) 
Customer Services 
Licensing 

Secrerarv/SwDort Staff S ~ D V O ~ ~  

7800R 

780OW 

7800%' 

78001 
78006 
78007 
78008 
78009 
78010 
78011 
78012 
78013 
78014 
78015 

78017 

78020 

78022 
78021 

7 3 m  

c Revised fo r  1992 April Project Offering . 
* Revised for  1992 October Project Offering 
+ Revised for.1992 Final Project Offering 

Authorized 
Basis of Chareeback Oreanization 

Assigned Average Bellcore 
Employee Headcount . Organization? 
and Average Resident 
Visi tor  - Reporred, 
Beadcount Within 
each Bellcore Program 

Average Bellcore Assigned 
Employee Beadcount Organizatiozx 
&Average Resident 
Visiror - Reported 
Headcount vithin 
each VP/AVP  rea 

I 
PROpBsETAgy-BELLCORE AND AWORIZED CLIENTS ONLY. 

See Proprietary res t r ic t ions  on t i t l e  page. c 
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1992 
BELLCORE COST A ~ U N T I N G / a u O C 4 T I O N  PROCESS 

SEOUEACE OF COST ALLOCATION PROCESS 

Au&orized 
111. &ea Surmort (Conc'd) Proiecr Basis of Charrreback Orrranization 

2. Area Technical Suvport - Short Tern 

seccor Suuoort  - Technical 

- T e c b n i c a l  Sercices Secror assxx Average Bellcore 26 
Supporz - Technical Employee lieadcormr h 

Average Berident 
Visi tor  - Reported 
Headcount w i t h i n  Area 
2DZX assigned t o  
Excernal Bi l lable  Projects  

-k and SDCPE/EC Projec ts  
op- - Technical 

- T e c h n i c a l  Recruiting 864XX Average Bellcore Assigned 
Employee Headcormt & Organizaciors 
Average Residenz 
Vis i tor  - Reported 
Headcount vi- Area 
2xxxx assigned zo 
External B i l l a b l e  Pro jecrs  

+ and SDCPE/EC Projec ts  

- Graduate Srudy ?rogram (GSP) 

Graduace Smdy Program (GSP) 7AXXO Average Bellcore Assigned 
Tuifion/Coscs Employee lieadcounc & Organizations 

Average Resident 
Visi tor  - Reported 
Headcounr virbin each 
V? Area 

Information Nework 1nstimr.e 7BXKO Average Bellcore Assigned 
(IM) Scudenc Tuition/Costs Employee Headcounr: h 0rg;miracions 

Average Resident 
Visi tor  - Reported 
Headcome wichhin each 

! '  

+ Revised for 1992 Final Projecc Offering 

PROPRIWY-BEUJXRE AND A m O R I Z $ I  CLI- ONLY. 
See Proprie-cary resrriccions orb t i t l e  page. - : F$KB~V efe343 
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Bellcore Accounting I-wtion 0: 
Coqtroller 's Accounxing Inrrxucrions Effective Date: 01/01/84 

Reissued: 05/22/92 
Appendix B 
Page 11 of 21 

1992 
BELZMBE COST ACCCJJNTING/ALUlCATION PROCESS 

SEOIENCE OF COST ALLOCATION PROCESS 
Steos 

111. &ea SUDDOTX (Cont'd) 

- 

2. Area Technical SUDDOTt - S h o n  
(Conr'd) 

W SuDDort - Technical (Cont'd) 
- VP Technical Supporr 

- VP Quality Improvemeat Support 

- Visiring Professor Rozram 

- VP Maintenance C o n u o l  . 
Center (MCC) Support 

Roiecr 

7cxXO 

7DxXO 

7EXXO 

7FXxO 

Basis of Chareeback Oreanization 

Average Bellcore Assigned 
Employee H d c t .  & Organizatiom 
Average RV - Rpcd. 
Hdct. vithin each 
VP Area (excepr VP 27 
which is charged-back 
baed on Fixed Percencages 
to designated Rojects 
vi-&in VP 2 7 )  

Average Bellcore 
Employee Hdct. & OrgarLzati- 
Average RV - Rptd. 
Hdct. vithin each 
VP Area (excepr VP 27 
which is charged-back 
based on Fixed Percentages 
to designated Projects 

Average Bellcore Assigned 
Employee Bdcr. h Organization 
Average RV - Rptd. 
H d c r .  vithin each. 
VP Area (except VP 27 
vhich is charged-back 
based on Fixed Percen-cages 
to designated Rojects 
within VP 27) 

Average Bellcore Assigned 
Employee H d c r .  h Organizarionr 
Average RV - Qptd. 
H d c t .  within each 
VP &ea (excepr VP 27 
which is charged-back 
based on Fixed Percenmees 

Assigned 

' vithin VP 27) 

1 

to desipred Projec= 
vithin VP 27) * 

PROPRIETARY-BXLCORE AND A & O F . I Z ~  CLIEtTCS ONLY. 
See Proprietary resnicqions on title page. 
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1992 
BELLCORE COST ACMUNIING/AILOCAlTON PROCESS 

FEOIERCE OF MST AUOGATION PROcrSS 

Aurhorized 
111. A r e a  SUDDOIT (Cont'd) p o i e c t  Oreanization 

2. Area Technical S U D D O ~  - Short 
(Cont'd) 

VP Suunort - Technical (Conc'd) 

- Technology Seminar 

- Model shop 

... 

7-0 Average Bellcore Assigned 
Employee Hdcc. h _.  Organizations 
Average Ro - Rptd. 
Hdct.  w i r h i n  each 
VP &ea (except VP 27 
~ X c h  i s  cbarged-back 
based on Fixed Percentages 
to d e s i p t e d  R o j e c z  
drhin VP 27) 

Employee f i d c t .  h OrgaaizatioPs 
Average RV - Rptd. 
Bdct. *&in each 
VP Area (excepr VP 27 
vhich is daarged-back 
based on Fixed Percentages 
t o  designated P r o j e c z  
within VP 27) 

M X X O  Average Bellcore Assigned 

- Bellwre €&tion Seminar i n  863xX: Average Bellcore 210 
Technology (BEST) Employee Hdcc. h 

Average RV - Rptd. 
Hdst .  assigned t o  
External Bil lable  

+ Rojec r s  and SDCPE/ 
EC Projeccs 

@ - Technology Suaregy 766XX Average Bellcore Assigned 
Employee Hdct. h Organizations 
Average RV - Rptd. 
Hdct .  virhin Area 
2xxxx assigned t o  
External B i l l a b l e  
Projects and SDCPE/ 
EC Projects 

. @ Revised fo r  1992 reporting 
+ Revised for 1992 Final Project Offering 

I 
PROPBIEIARY-BEJLCORE AM) A u n r O a r Z ~  CLIEKTS ONLY. 

See Proprietary r e sa i c t ions  op t i t l e  page. 
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1992 
B W O R E  COST ACCOUNTING/ALLOCATION PROCESS 

SEOUEiCE OF COST ALLOCATION PROCESS 

Authorized 
Area SUDDOKC (Cont'd) B o i e c r  B a s i s  of Chareeback Oreanizarion 111. 

2. 

@ 

Area Technical S ~ r r ~ ~ r t  - Short 
Term (Cont'd) 

VP SudPorr - Technical (Cont'd) 

- lime-to-Value 767XX Average Bellcore Assigned 
Employee Hdct. h Organiza-' ..LOUS 
Average RV - B p d .  
Hdct. vi-n VP Areas 
24 h 25 assigned rn 
External B i l l a b l e  
and SDCPE/EC Projects 
assigned t o  +he 
Integrafed Operations 
Segment 

&Vi' S m o r ?  - Technical 

- AVP Technical Support 7- Average Bellcore Assigned AVP 
Employee Hdct. h Organizations 
Average RV - Rprd. 
H d c t .  v i fhin each 
A W  Area 

7 D m  Average Bellcore 
Employee Hdct. h 
Average RV - Rptd. 
Hdct. vi;irhin each 
AW &ea 

- AVP -icy Improvewen: 
Support 

Assigned AVP 
Organizations 

- AV? Technical Support - fisc: 
Haintenance Conuol Center 
(KCC) Support 

7- Average Bellcore Assigned AVP 
Employee Hdcf. h Organizations 
Average RV - Rptd. 
Hdct. vichin each 
AVP &ea 

AVP Technica l  Support - Hisc 7Hxxx Average Bellcore Assigned AW 
Employee Hdcf. h Organiza-Lons 
Average RV - Rptd. 
Hdcr. vi th in  each 
AW &ea 

@ Revised fo r  1992 reporting 

PROPRIRARY-BWILE AND AlfTIIoRIZED GLITXTS ONLY. 
See Proprietary resrr icgions on t i t l e  page. 
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1992 
BELLCORE COST ACWUNTIIiG/ALWCATION PROCESS 

Relocation 

Training 

111. Area Surmort (Cont'd) project 

2. prea Technical S u ~ o o r t  - Short 
(Cont'd) 

(Cont'd) 

- AVP Technical Support - Misc ( h t ' d )  

101 

Hodel shop 

Chester Lab Support  

Lab 254 Technical Support 

- Graduate Study Program (GSP) 

Graduate Study Program 
(GSP) Tuition/Cpsts 

Authorized 
pasis of Chareeback *- 

Average Bellcore &signed AVP 
Bnployee Met. h Organizations 
Average €3 - Rptd. 
Hdct. vipirhin each 
AVP Area 

Average Bellcore Assigned AVP 
bployee fide+. 6 Organizatsonr 
Average RV - Rptd. 
w e .  virbLn epch 
AVP Area 

.Average Bellcore Assigned AVP 
Employee H d c t .  h Organizatiorrs 
Average RV - Bptd. 
Hdco.  vi- each 
AVP Area 

Average Bellcore &signed AVP 

Average RV - Rptd. 
Hdct. vi* each 
AVP A r a  

bployee H d c t .  h organizations 

Average Bellcore 25 
Employee H d c t .  h 
Average RQ - Rptd. 
Hdct. vi-n thc 
Operations Program 
within AVP 254 

Average Bellwre Assigned AVP 
Employee Hdcf .  & Organizations 
Average RV - Bptd. 
l idct .  vithin each 

' AVP Area 

e 
FhHW 63237 

* 
.- .- 

b 
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1992 
BELLGORE COST ACCooMING/AtLoCATION PROCESS 

SEOUENCE OF COST AXLOCATION PROCESS 

Authorized 
111. Area SUODOI-~ (Cont'd) Roqect  Basis of Charneback Qreanizasio. 

2. p 
ZSXB (Cont'd) 

Aw S u r m o r t  - Technical (Cont'd) 

- Graduate S t u d y  Program (GSP) 

Information NeMrk I n s t i m t e  7BXXX Average Bellcore Assigned AVI 
(INI) Snadent  Tuition/Cosis . Employee Hdct. & Organizatrox 

Average RV - Rpcd. 
H d c t .  v i e n  each 
AVP k e a  

- Computer Technology T r u f e r  816m Fixed Percentage 25 
to designated R o j e c c s  
within V? kea  25 

Seemen+lRorram/Roducr S w ~ o r t  - 
Technical 

Average Bellcore Assigned 

Resident V i s i to r  - 
' ReDoned Headcomr 

- Segment Planning/Strategy 772xx 
Development Employee a d  Average Organizatior 

.. Vi& designated 
Bellcore Segmen-4 

Applied Research Seg. Suppori 77201 
Nework Segment S q p o x  77202 
Integrated Dper. Seg. Support 77203 
S e n i c e s  Segment Sqpor i  77204 r: 

1- 

ti' 
c 

* - Program Plamring/Saategy 770m Average Bellcore Assigned 
Development Employee Headcount OrganizatioE 

and Average Resident 
Visicor - Reponed 
Headcount W i t h i n  each 
Bellcore Program 

! . _  Information Networking 7700R 

Information Networking 7700W 

Information Neivorking 7700Y 

Applied R&earch 77001 

Platform 

Technology 

Services , 

* Revised fo r  1992 October Project Offerin 

PROPRIEIARY-BELLCORE AND A ORIZED -S ONLY. 
See Proprietaxy rescricdions on t i c l e  page. 
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Page 16 of 21 

1992 
BEtlMlBE COST -G/mmON PROCESS 

SEOUEHCE OF COST dLu)CATIOA PROCESS 
s+eos 
111. Area SUDDOI-~ (Cont'd) 

duthorized 
p o i e c t  B a s i s  of Chareeback Oreanization 

2. A r e a  Technical S U D D O ~ ~  - Short - Term (Cont'd) 

3 3  - 
Technical (Cont'd) 

Planning and Engineering 
Rovisioning 
Operations 

r Quality Technology 
Technicd Analysis 
Training h Education 
Computing S r d r  h Archirecture 
Support Services 
Integrated Operations 

t: Number A M s t r a t i o n  

+ Public Policy h acgulatozrg 
Matters 

Service Center ( W C )  

Emergency Reparedness (NSEP) 
N a t i o n a l  Securi+y h 

Customer Serrricer 
Licensing 

Technical SUDDOIX - Othex 

- Invalid Roject  Charges 
A w a i t i n g  Assignment 

- Buriness Plarmipg 

77006 
77007 
77008 
77009 
77010 
77011 
77012 
770U 
77014 
77015 

77017 

77020 

77022 
.77024 

6- Average Bellcore Assigned W/ 
Employee Hdct. h AVP Orgs. 
Average R e s i d e n t  
Visitor - &warted 
Headcount wi'& each 
VP/AVP Area 

6DxxX Average Bellcore 

Average R e s i d e n t  
Visitor - Reported 
Headcount within 
each VP/AW k e a  

Employee Wt. h 

r Revised for 1992 A p r i l  R o j e c t  O f f e r i n g  * Revised for 1992 O c t o b e r  R o j e c t  Offering 
+ Revised for 1992 Fina l  R o j e c t  O f f e r i n g  

P R O ~ - B E L L C O R E  AND AIJTllOU&D CLIENTS ONLY. 
See Proprietary restrictions C+I t i t l e  page. 
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1992 
BELLCOBE COST ACCOUNTING/WcATIOH PBOCESS 

S M m C E  OF COST ALLOCATION PROCESS 

111. Area S m o l t  (Cont'd) 
Authorized 

p o i e c t  B a s i s  of Chareeback Orcanization 

2. Area Technical S u u ~ o r t  - Short 
(Cont'd) 

Technical SUDDOIT - Other 

- External Technical Conf. 
support 

104 

- Other 

6- Average Bellcore 
Eruployee Edct. h 
Ave?=age Basident 
V i s i t o r  - Reported 
Headcotmt wlth in  
each VP/AW &ea 

6- Average Bellcore 
Eruployee Hdct. h 
Average Resident 
V i s L t o r  - &ported 
Headcount  vi- 
each VP/AVP Area 

Assigned VPf 
AVP Orgs. 

Assigned V P f  
AVP Orgs. 

6MIxx Average Bellcore Assigned VP/ 
Employee Hdct. & AVP Orgs. 

' Average bsident 
V i s i t o r  - Paported 
H e a d f o u n t  w i t h i n  
each VP/AVP Area 

- Information Network Inst icute  888XX Fixed Percentage/ . 2&7 
(INI) Development Average Bellcore 

Employee Hdct. h Avg. 
RV - Rptd. Headcount 
within Area 2xRxx 
assigned to External 
and Serpice 
C e n t e r  Roj ects  

*+ &- 

- Organization Support 

I '  

c Revised for  1992 April Project Offering . 
* Revised fo r  1992 October Project O f f e r i n g  
+ Revised fo r  1992 Final Project Offering , 

72478 Average Bellcore 247 
784XX Employee lieadcotmt 

and Average BV - 
Reponed Headcount 

AVP 247 
' located a t  L i s l e  vichin- 

FB1- e P R O ~ - B ~  Am &clFazD CLIEmS ONLY. 
See Proprietary r e s u i c a o n s  on t i t l e  page. e 
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1992 
BELLCOBE COST ACCOUNTING/BtZaCATION PROCESS 

Authorized 
p o i e c t  Oreaniz ation IV. -g B m  

y- o ee 
Efficiencv Centers 

- Bellcore Applications 
Environment (BE) 

840xX Non-Infrasrrucaue 25 
Project+ Assigned t o  
VP 25 Based on a 
Benefit Analysis t o  
those Bellcore Rograns 
Supporting VP 25 

Non-Infras-nut 25 
Projects hrsfgued t o  
VP 25 Based on a 
-fit AnalYSiS t o  

- Bellcore Advanced Software 
Enriroament ( W E )  

V. Cornorate Service Centers 

@ Bel lcore TEC Internal Services 

- Bellcore !l!W Reproduction/ 
Course Disuibution 

- Bellcore TEC Hotel 

- Techuical -tion and 
halning 

r &muter - m- d cated 
Computer Center - General 
Purpose & Dedica+ed 
I8EI - General Purpose 
TlRKs - Integrated Record 
Keeping System 

&sis of Chareeback Oreanization E a S G  

821xx S w d a r d .  Bate x 247 
Usageper Copy/ 
Per Labor Hour 

824XX Staudard Rate x 247 
Usage/pcr Day 

Usageper Student  Day 
809XX Standard Bate x 247 

801xx Srapdard Bate x Usage/ 

80100 258 
Per Computer Usage 

80101 
80102 

@ Revised for  1992 r e  ptring 
# &vised for 1992 Aphl  Project Offering * Revised for 1992 October Project Offering 
+ Revised for  1992 Final Project Offering 

105 

258 
258 

See Roprierary rtsaicctiont4 on t i t l e  page. i 
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Bellcore 
Comprroller's Accounting Instructions 

1992 
BEL7LORE COST ACCDmPTINC/AtZaCBTION PROCESS 

sEovwcE OF COST ALLOCATToFl PBO- 

V. Cornorate Service Centers p o i e c t  B a s i s  of Chareeback Oraaniza+ion 

Software Tech h Svrtemr 

Comte r :  *m 2 ,S.S!&& 8018(. Standard BDte %'Usage/ 
-d ( h t ' d )  Pe r  Computer Usage 

cosnos/mura 80103 
UNlX system 80104 
Nnance/AdnIin. Systems 80105 

C-ter Tech. 
D a t a  CommunScatio~ S p s w  80106 
system 2 80107 

paca Commrmic ation- 8OzxX 

812xx 

832xx 

83201 
83202 

Operations Support 
Operations h Nev Service 

Corporate Netvorkfiev Services 83203 

T e l e c o d a t i o n s  - WASH 83202 

Implementation 

p1-g 

258 
258 
258 

258 
258 

S e d  Rate- % 258 
Usageper Portflex 
Connection 

standard b t e  x 258 

usage 
Usageper Conputex 

Standard 8 ~ -  % 
Usageper Lbe/ 
Per Connection 

2s 
25 

25 

25 

* finance and Administration . 

General Services - Smnort Services Standard Pate x Usage/ 
Per Avg. Bellcore !tgmnr. ' 
Employee Xdcr. h Avg. HgmnC. 
RV - Reported a t .  
assigned to NJ. Locations 

807 
807 
807 

Corporate Tenqorary Procurement 80102 

Corporate Transportation 80107 
corporate -tor Pool 80104 

RQ pL2 i/ 27' ,nAc;j ~4.f  
@ Revised for  1992 reporting t... , 2-,,. jj & p r; Revised for $992 A p r i l  Project Offering 
t Revised for  1992 October Project Offering 
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.- 
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1992 
BELLC0P.E GOST A C C M M T I N G / m O N  PROCESS 

SEODE~PCE OF corn ALU)CATXOR PROCESS 

Authorized 
8 .  Conorate Service Centers (Cont'd) p o i e c t  pasis of Chareeback m i z a t i o q  

f Finance and Administration (Cont'd) 

807 
807 
807 
807 
807 
807 
807 
807 
807 

2 General Services - S U D D O ~ ~  S m c t s  (Cont'd) 

Corporate Travel Plarming 80408 

Corporate Stockrooms 80451-80458 
Food SerrrieeS 80461-80467 

shipping/Seceiving/Por+erJ 
C o r p o r a t e  Performance 

hp 
Corporate Conference Arrangement 80411 
Corporate Purchasing 80416 - 80418 
Corporate Mailflax 80441-80447 

* Corporate AudiopirUdL 80470-80479 
80481-80487 
80490-80499 

neasur-t 
aC General Services - I n f o ~ t i o n  Hanaeement 

svstems tmsl 
Corporate Records Management 80713 
Corporate Publications 80714 
Corporate Library 80715 

+ 800.807 
+ 800.807 + 800.807 

Jandlord S e d c e s  83sxx Standasd Rate x 
Usageper assigned 
Square Footage 

Space Hanagement 83501 807 
Corporate Engineering 83502 807 
B u i l d i n g  Operationr 83507-83512 SO? 

Property Taxes 83598 807 

( A l l  Loution+) 

( A l l  Locations) 
B u i l d i n g  Eogbeering 83517-83521 807 

Shared Facilities-Rent 83599 807 

. i  

'1 ' 
-1 

Text Production 

ReDroducrion Services 

G r a D h i c s  

805xx Standard Rate x 807 
Usageper Line 

806XX Standard Rate x + 807 
Usage/Per Copy 

8038I Standard Bate x + 807 
Usagener Page of 
ourput 

Revised for 1992 October Rojec t  Offering 
+ Revised f o r  1992 Final Rojec t  Offering 

PROpB,IETARY-BEU.CORE AND AUTHO#ZED CLJENTS ONLY. 
See Proprietary restrictions( on t i t le  page. 
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&counting I r smtc t ion  02 
Effective Date: 01/01/84 
Reissued: 05/22/92 
A p p e n d i x  B 
Page 21 o f  2 1  

1992 
BELLCOEE COST A C C W G / U C A T I O N  F'ROCESS 

SUIDEACE OF COST ILLUGATIOA PROCESS 

duYIorized 
V. Comorate Service Centers (Cont'd) Ro iec t  B a s i s  of Chareeback Oreanizarion 

* Finance and Administration (Cont'd) 

Secretar ia l  Surmort . 831xx 
831xx 

Jechnical Publications 83OXX 

Education. Tr ain€ne and 81OXX 
peve10Dment 

* Seement Camtrol ler  and 
Administration 

Standard'Rate x 807 . 
Usageper Secre ta r ia l  
Headcountper Day 

standard Rate x + 807 
Usageper Hour  

Standard Bate x 822 
Usagener Student 
Day 

* RunaTl Rescuxces Center 814XX * Current Bate x 822 
. UsagdPer Avg. Bellcore 

Employee Headcount 

Washineton R e d a t o r p  Internal  8EXX Standard Bate x U s a g e  823 
Services /Per Average Bellcore 

Employee Hdct .  & Avg- 
RV - Beported Headcount 
located at Washington 

Usage/Average Bellcore 
Employee and Average 
RV - Reported 
xeadcount 

89XXX Current Ram x 801 

d Revised f o r  1992 April Project Offering * Revised f o r  199.2 October R o j e c t  Offering 
+ Revised for 1992 F i n a l  Project Offering 

I '  
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Accounting Instruction 02 
Effective Date: 01/01/84 
Reissued: 05/22/92 
Appendix c 
Page 1 of 18 

1992 
BELLCORE COST ACCOLNTING/ALUCATION PROCESS 

STANDARD RATED CORPORATE SERVICE CENTEX 

The hndlord Serrrices Service Center consists of services required to  provide. 
operate, maintain, and ixnprove the Bellcore facil i t ies located i n  New Jersey and 
Washington. D.C. Expenses incurred in the provision of these services include 
a l l  costs associated vith maintaining and operating the physical structures, sucb 
as rentals and leases of facilities. leasehold improvements (Le.. all 
requirements necessary to ntake space operable based on specifications of the user 
organization, not ipcludLng f k t u r e s  not attached or apparatus bolted dovn), 
Janitorial S d c e s .  Ground$ Services. Engineering and Construction. Mahtenance 
a d  Repairs, Space Xanagement. U t i l i t i e s  and B u i l d i n g  Security. Also included in 
Tandlord Services costs expenses associated w i t h  the provision of permanent 
plant space such as corridors, stairuays. elevators, mechanical equipment rooms 
etc., as w e l l  as conmu space associated w i t h  conference rooms. vending machine 
arw, lamges, and cafeterias. 

Additional cost5 associated w i t h  the LaDdlord Services S e d c e  Center include 
D e m t a l  kpenses (e.&. Salaries, Contracted Services. etc.). Corporate 
Expeases (Le., ROI. Depreciation. RopertJl Taxes, Employee Related, and Other 
Corporate Expenses). and Chargeback Expenses such as Overhead/Couuuon Support, 
Area Suppot+. and Corporate Service Centers. Included within Corporate Service 
Center chargeback are Chargeback Expenses associated w i t h  other Corporate 
Serpice Centers (e.g., Computer Center, Data C o m m u n i c a t i o n s ,  Technical Education 
and Traiping. General Services, T a t  Production. Beproduction Services, Graphics, 
Segment Compuoller and Administration. €Ian Besources. etc.). 

are 

Charges f o r  landlord Services are bil led directly to user organizations based on 
a .standard rate. per square footage/headcount. Landlord Services charges three 
different standard rates based on the type of space occupied: office space. 
lahoratory space or production space. Square footage is subsequently charged- 
back to each organization/project based on Average Bellcore Employee and Average 
Resident V i s i t o r  - Reported headcount. The use of a "standard rate. allows the. 
Landlord Services Service Center co recover its cost on an annual basis. 

I '  

~ ~ - B E L . L C O R E  AND ~VmORIZE'D CLIENTS ONLY. 
See Roprietary restriFtions on t i t l e  page. 
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1992 
BELtC0E.E COST A C C O ~ G / A L U C A T I O N  PBOCESS 

p RATE S E CENTER 

a 
ii 
. .  .. . 

c 

The Computer Center - General Purpose h Dedicated provides data processing 
operations services to Bellcore employees ut5lizing various means of computer 
operations such as b a d .  intaractive. etc. - 
C o s t s  associated w i t h  rhc Computer C a t e r  - General Purpose 6. Dedicated include 
Departmental E%penser such as Computer Center Salaries, Contracted Services 
<e.g.. Buident V i s i t o r  - Reported Conaactors. Maiute-e and Repairs of 
computer equipment. Other Centracted Services, e-.). Rends and Leases, 
Software. and Haterkls and Supplies. Also included vithin computer Center - 
General Purpose h Dedicated c o s u  are Corporate Expenses (e-g., Depreciation and 
Bo11 and Chargeback Expenses (i.e., Orrerhead/Cononon Support. Area Support. and 
Corporate Service C e n t e r ) .  W i t h i n  Corporate Serpice Center Chargebacks are 
Chargeback Expenses associated vi& othcr Corporate Service Centers (e.g., 
Laudlord Services, Technical Education and Irainhg, General Services, Text 
Production, Reproduction Services, Graphics, Segment Comptroller aad 
Administration. €I- Resources, etc.) 

Cmputer Center - General Purpose h Dedicated charges are b i l l e d  directly to user 
organizations based 09 an a .standard rate. per computer usage/projections (e.g., 
per CPU second, per year. etc.). T h i s  allows the Computer Center - General 
Purpose & Dedicated t o  rewver its cost on an aamual basis. 

i 
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* The C o m p u t e r  Center - IllszSYS provides Bellcore wloyeec  w i t h  IllszsYS data. 
processing capabilities. This includes &e &lability of IMISYS Operating 
Systems for the PgMIS Information System (WEmS). Service Order Analysis and 
Control System (SOU), Loop Facility Assigment and Control System (LFACS) , and 
Facility Assigrment a d  Control System (FACS) projects which support owner 
soups - 
Costs associated vith the Computer C e n t e r  - UMSYS include Departmental &penses 
such as Salaries, Conaacted Services (e.g.. Resident Visitor - Reported 
Contractors, tfaintenance and Xepafrs of computer e q u i p n t .  ea.)  and Rentals and 
Leases. ALSO included within Computer Center - QNISYS costs are Corporate 
Expenses (e+. Depreciation and ROI) and Chargeback Expenses (i.e., 
Overhead/Comwn Support. &ea Supporr. and Corporate Service C e n t e r ) .  W i t h i n  
Corporate Seroice center Chargeback are Chargeback DLpenses associated wit% 
other Corporate Service Centers (e.&. Lspdlord Services, Technical Education and 
Training. General Services, Text Roduction. Beproduction Services, Graphics, 
Segment Comptroller and A d m i n i s a a t i o n ,  Euman Resources. etc.) . 
Cornputor Centsr - IMISPS cbarges are b i l l ed  directly to user orgauizations based 
on .standard rate. per headcount. This all- the W t e r  Center - UNISYS t o  
recover itr cost on an amma1 basis. 

* 

.. 

! '  

* Bevised for  1992 October Roject  Offering' 
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1992 
BELLCORE COST ACCOUNTING/-OA PROCESS 

STANDAP3 RATED CORPOMTE SERVICE 

SECRETARIAL SUPPORT 

The Secretarial Support Service ce'nter provides personuel vfro perform secretarial  
functions for Bellcore organizations. l b s  Secretarial Support Seroice Center 
also p r d d e s  secretatial training to personnel as required. 

Costs associated with the Secretaxial Support Service Center include Departmenral 
Expenses such as Salaries. Contracted Servicas (e.g.. Temporary Sezvices and 
O t h e r  Contracted Services), and Bcn+rls and Leases. A h 0  included within 
Secretarial Support costs are Corporate Expenses (e.g.. Employee Belated) and 
Chargeback Expenses (Le.. Overhead/connOn Support. A r a  Support. a d  Corporate 
Service Centers). W i t h i n  Corporate Service Center chargebacks are (bargeback 
menses associated w i t h  other Corporate Servfce Centers (e.g.. Computer Center. 
D a t a  Camm.ications. Technical Education and h-. G e n e r a l  Services, Text 
Production. Reproduction services, Graphics, Segmenc Comptroller and 
AdnipLstration, &nuan Besoraces. etc.). 

Secretarial Support expenses are bi l led directly to user organizations based on a 
'standard rate. per headcount utilized. In addition, charges f o r  use of 
secretarial training services are assessed a t  a daily rate. It is importaut to 
recognize that Secretarial Support headcount i s  assigned directly to +he Service 
Center i t s e l f ,  as such, Secretarial Support headcount does not generate 
additional loadings to the user organization. The use of a .standard rate" 
a l low the Secretarial Support Service Center t o  recovertits cost on an annual 
basis. 

P R O P R I E l X R Y - B ~ F S  AND CLIENTS ONLY. 
See Roprierary r e s u  
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STANDARD RATED CORPORATE s€RvIcE CENTm 

The Telecommmications Sen+& Center propides Centre% T e l e c o d u t f o n  services 
to Bellcore including all Inter- and IntraUTa voice communications, local 
lines, special services. and associated equipment. 

Costs associatad w i t h  the Telecorpnmieations service center hcluda Departmental 
Rpepses such as Telecommuaicatioas Salaries. contrclcted Services (e.g., Resident 
Vfsifor - Reported contractors, l4ainte-e and Repairs). and T e l a c ~ c a t i o a t  
expepses. Also included w i t h i n  Telecownunications COS= are Corporate Expenses 
and Chargeback Expenses <Le.. Overhead/Conmon Support. Area Support, and 
Corporate Service cOn+ers). W i t h i n  Corporate Serp ice  Center chargebacks are 
Chargeback rxpenres associated w i t h  other Corporate Serrrice C e n t e r s  (e.g., 
Cornpurar Center. Date Cewmicatiors. Technical Education pnd Training, General 
Services, Texr ProQlction. Reprcikution Services. Graphics. Segment Comptroller 
and AdmLpishation. liuman Btsources. etc.). 

T e l e c o m e a t i o n s  services are bi l led directly to user organirotioo+ based on a 
*standard rate. per usage measurement (e.g.. per line, IntraUTA/bterIATA usage, 
etc). The use of a 'standard raa. allows the T e l e c o d c a t i o n s  Sedce Cenrar  
t o  recover its cost on an armual basis- 

! 

I: 

113 
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Accounting Instruction 02 

Reissued: 05/22/92 
Appendix G 

. Effective Date: 01/01/86 

Page 1 of 3 

C 1992 
BELLGORE COST ACCOWING/ALLOCATION PROCESS 

1992 FINAL PROJECT OFFEPJRG COST CATEGORIES 

I. Controllable m e n s e s  

- Salar ies  and O t h e r  Dept'l Fkpenses - Corporate Expenses - Employee Belated - Capital  Related - Depreciation 

- Property Taxes 

- ROI 
- O t h e r  Corporate Expenses 

Less External Project Usage 

Subtotal  Dept'l  Controllable Expenses 

Basis of Chareeback 

- D i r e c t  Charge 

- SdkrieS/AVg. H d c t .  

- Orig. Bk. Value h Life 
of Assees - Assigned W Limdlord 
Services Serpfce cu. - N e t  Assets U t i l i z e d  and 
Controll&le Expenses - AVg. Hdct./Taxable 
Purchases - Usage 

- 

.I- 

11. SDecialtr  DCPE Efficiencv Centers - Bellcore Applications Emiron. (BAE) - .Direct charge - Bellcore Advanced Software - Direct Charge 
Environment (BASE) 

Subtotal  SDCPE/ECs 
+ 30 

r' 
111. Chareebacks 

t i  
A. Dverhead/Common SuuDorq - Comptrollers, Legal, Integrated * Business  Processes and Systems. 

Executives. and External H n  
Resource Relations 

Resources. Corporate Hedical. 
Corporate Security, Internal 
Auditing, Corporate Legislative/ 

Round Table (HART), Tact ical  Space 
Plan and Corporate Qualiry Group 

- Conrrollable Expenses f+ 5 3  

s 
- Average tIeadcOunt - Gorp. Corn..  Corporate Human 37 

,. ". Regulatory Support, h g e m e n t  

i .tcf Subtotal  Overhead/Common Support 
i ,  

+ * Revised for 1992 April Project Offering 
Revised for 1992 October Project Offering 

sr! 
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1992 FJXkL. PROJECT OFFERING COST CATECdBIEs 
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39 

4-1 

e B. Area S W D O ~ ~  
Area Administrative Sumtort - VP A d m i n i s t r a t i v e  Support - AVP Administrative Support - S e . p e n t / P r o g t  Support - Secretary/Support S t a f f  

subtoral Area Adminxs * a a t i v e  Support 

&rea Technical S m o r t  - Short Term - Sector Support - Tedmical - VP Support - Technica l  - AVP Support - T e c h p i d  - Segnent/Program/Trodt Support - Technical Support - Other - Bellwre TEC Training Support 

Subtoral Area T & c h n i c a l  support 

Tota l  Area Support 

C. Cornorate Service Centers 
e -. - B e l l w n  TEC Bepro/Course 

- Bellcore TEC Hotel 
Distribution 

?-- 

- Technical Education h Training 

Subtotal Bellcore TEC Internal Svcs. 

Software Tech h Svstens - Computer center - General 
Purpose h Dedicated - Computer Center - UNISYS - Data Communications - Telecommunications 

Subcotal Software Tech h Systems 

Basis of Chareeback 

- Avg. Hdct./Fixed % - Avg. Hdct./Fixed % - Average Headcount - Average Headcount 

- Average Headcount - Average Headcount - Avg. Hdct.fFlred % - Average Headcount - Avg. Hdct.fFixed - Avg. Hdct./Fixed % 
c 

- Usage/Per Copy/Caurse 
Distribution - Usage/Per Day - Usage/Per Student Day 

- Usage/Per Computer Usage 

- Usagener Computer Usage - Usage/Per Pon/Connection - Usage/Per Line/Connection 

Finance h Adminiseration - General Services - Support  Services - Corp Temporary Procurenent - Avg. W H p t .  Headcount - Corp &tor Pool - Avg. W M p t .  Headcomt 
- Corp Transportation - Avg. W M g m t .  Headcount 
- Corp Travel Planning - Avg. W M g m t .  Headcount 

- I  a5 * Total 

' 1  
! 

? 
iii 

*! 
. I  

.. 
i -- - 
c 

? I  

@ Revised for 
e Revised for  

116 

! <  

1992 reporting PROPRIETARY 
1992 April Project offering 

PRO!?RIETABY-BELIMRE AND A & O I E D  CLIRITS OALY. 
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= D  1992 
BELLCORE COST ACCOUNTlt?G/AL.LOCATION PROCESS 

1992 FINAL PROJECT OFFERIN G COST CATEGORIES 

C. 5- (Cont'd) pa si+ of Chareeback 
Finance and Administratior! (Cont'd) 

- General Services - Support SeIvices - External Conference,Arrangement - - Corp Purchasing - - Corp Kail/Far I '  . - Corp swch-oopr - Food Services - * - Corporace Audiopisual . - Shipping/Receivins/Porters - - Corp Performance Xeasurement - 

i "  

[' aa- Subtotal General Services - Support Services 

(Cont'd) 
Avg. NJ mt. 
Avg. NJ Kgmt. 
Avg. NJ Kgmt. 
Avg. NJ Xgmt. 
Avg. NJ Kgmt. 
Avg. NJ Kgmt- 
Avg. NJ Kgmt. 
Avg. NJ Mgat. 

*+ - General Semices - Information 
UanageJnent Systemr (W) 

'rr - &rp Librarg 

I: 
- Corp Records Uanagement - Corp publications 

Subtotal General Services - l M S  
9c -. a9 Total General Services r 'I.. 

* c 34f 

40 

Accounting I n s t k c t i o n  02 
.Effective Date: 01/01/84 
Reissued: 05/22/92 
Appendix G Page 3 of 3 

- Landlord Services - Secretar ia l  Support - Segment Compcroller and 

- Reproduction Services - T e c h n i c a l  Publications 
- Graphics - Education. Training. h Dev.  - Human Resources - T e x t  Production - Washington Eegulatory Internal 

Administration 

Services 

.. 
43  Subtotal Finance and Administration 

Headcount 
Headcount 
Headcount 
Headcount 
Headcount 
Headcount 
Headcount 
Headcount 

Total Corporate Service Centers 

T o t a l  1992 Final pro jec t  Offering 
! '  

9 
4 ,  

* Revised fo r  1992 April  Project Offering * Revised f o r  1992 October Projecc Offering 
+ Revised fo r  1992 Final Project Offering 

-I - Avg. NJ Mgat. Headcount - Avg. NJ Kgmt. Beadcount - avg. NJ Hgnt. Headcount 

- Usageper  Assigned Sq.Ft. - Usage/Ileadcornrr/Per Day - Usageper  Avg. Bellcore 

- Usage/Per Impression - Usageper  Itour - Usage/Per Page of Output - Usage/Per Student Day - Usageper  Headcount - Usageper  l i n e  - Usageper  Avg. Bellcore 

h RV - Reported Headcount 

& RV - Reported Headcount 
located a t  Washington 

.a T o t a l  

'.OO. 0 
- .  - -  

PROPRIETARY 
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BEUCORE 

TOTAL COST/DCPE 
TOTAL COMPANY 1984-1992 

I '  

I 

I 

! 
i .  

6 .. 

L 
118 

10. 

I. 

OOo-sJ 

PERCENT CHANQE IN RATE0 FROM PRIOR YEAR 

- -16SS - 6 3 %  .4.1+ .?A+ 
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1992 
BEL.I.COm COST ACCOUNTING/AIDCATION PROCESS 

SUPPORTING -0IP * 

Documenr DescriDrion 

Bellcore Cost Allocation This manual provides the detailed Cost Allocation 
me+hodologies and processes used for charging-back 
expense data at Bellwre. Also provided in this 
manual is detailed information on Projects, 
Accorrnts. S-uares. etc. used in the Cost 
Allocation process. Refer t o  page 3 of Appendix I 
for the Table  of Contents of the 'Bellcore Cost 

nand  
. .  

i 

Compaoller's Chart of 
Accounts nanual 

1992 Cost Accounting./ 
Allocation changes -1 

Internal Serrrices 
Chargeback Manual 

Allocation Manual: 

Thir manual provides a total l i s t ing  of al l  
Bellcore's General Ledger acwunts and detailed . account narratives. These detliled narratives 
include financial report classification. accounc 
responsibility, and thc normal debi tbred i t  
transactions associated with the accounts. Refer to 
page .4 df apPondzx I for the Table of Contents of 
the 'Comptroller's Chart of Accounts Nanual.. 

This manual provides detailed information and 
supporting documentation on tho 1992 Aecotmth& 
Allocation changes. Provided in this manual are 
Allocation. &count, S t r u c t u r e ,  and System 
requirements for 1992 Cost Allocations. Refer t o  
page 5 of Appendix I for the T a b l e  of Contents 
of the '1992 CostAccounting/Allocation Changes." 

This manual provides detailed ipformation on 
al l  aspects of tho Service Center chargeback 
accounting processes. Provided in  this  manual are 
overviews of each Sezvice Center's operation/ 
chargeback policies and Budget and variance analysiS 
procedures. Refer t o  page 6 Appendix I for the 
Table of Contents of the "Internal Senices 
Chargeback Manual. " 

* Revised for  1992 October Project Offering 

PBOpILIETaaY - BELL.COm At& AuMoBszED CLIENTS ONLY. 
See proprietary restrtctions on t i t l e  page. FUK- 
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1992 
BELL.COBE COST ACCOUBTIXG/UWION PROCESS 

SUPPOBTINCW-ON * 

Comptroller's Usage D a t a  This docment describes the functions of rhe Usage 
Beference Manual Data System w h i c h  support the calculat ion and 

recording of  Service Cencer chargeback t o  user 
organizations. Specif ic  procebrros re la t ing  t o  the 
UDS System are provided. R e f e r  u, pages 7 and 8 of 
rhe Appendix I for the Table of Contents of the 
'Comptroller's U s a g e  D a t a  Syktem Reference Uanual: 

Revised f o r  1992 October Project Offering 

PROPRIETARY - BELLCORE AND AUlXO+kZED CLIENTS ONLY. 
See proprietary r e s t r i c t ions  (on t i t l e  page. . 
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121 

Bellcore Effective Date: 1/01/84 
Comptroller's Operations and Procedures 

B h G O R E  COST AL.L.C€ATION HAh'lIAL 

COlETBOLLER'S OPERATIONS AND P-VXES 

geceiog 

Purpose d Scope 1 

comptroller's Acccormtfng Instruction 02, 
'Bellwre's Cost Accounring/Allocation 
Procur. (cAa> 

2 

System P r o c e s s  3 

Allocation Herhodologier 4 

Detailed Delineation of Cost Allocacion Cycles 5 
and Sequences 

Cost Allocation Accounts 

cost Alhcation controls 

6 

7 

! '  

PRO- - BELLCOW A& AuTHOIZXZED CLIEHTS ONLY. 
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1992 
BELLCORE COST ACCOUNTING/AUDCATION PROCESS f e 

Bellcore 

Account Narratives 
Camp.cr0ller'S chart of Accolmts -1 

122 

Accocmc s,tmnyp Listing 

A c ~ ~ l l l c  Narracives 

Assecs Accouncs 

Liabiliry and Capical Accounts 

Revenue Accounts 

Depar-tal Expense &councs 

Corporate Expense Accormcs 

Chargeback/Offset Accouncs 

scatiscical Accolmcs 

Shared Facilities ACCOUUM 

Income S u m a z y  Account 

Authorization List for Account Addicions, Changes, 
and Deletions 

! '  

sz.zc&z 
A 

B 

B - 1  

B-2 

B - 3  

8-4 

B - 5  

B - 6  

B-7 

B - 8  

8-9 

C 
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1992 
~ B m 0 P . E  COST ACCOUNTING/AIUCATLON PBOCESS 

Bell core 
1992 Cost Accounting/Allacation Changes 

INDEX 

Sectim, 

1 Cowparison of 1991 and 1992 *st Allocation 
Cycles and Sequences 

1992 Chart of Account Changes 

Detailed D e l i n e a t l a  of Cost Allocation Cycles 
aud Sequences (Section 5 of the 1992 Bellcore 
Cost Allocation Hamad) 

2 

3 

1992 tfappfng of Budget and General Ledger Internal 4 . .  Projects 

1992 General Ledger Struetazres 

1992 Fired Percentages 

Details of 1992 Cost Accoamting/Allocation 

1992 Bellcore Cost Accoamtiug/Allocation Process 

1992 Final Project Offering Budget Allocations 

Changes 

(Comptroller's Acccounthg Inctruction 02) 

5 

6 

7 

8 

9 
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Bellcore 
&mptroller's Operations and Procedures 

124 

1. Purpose and Scope of. the Internal Services Chargeback ........................................................... 1-2 
2. overview of &e chargeback HechodologJ.. ...................... -1-3 
INTERNY SERVICES CE4RGEBACK POLICIES AND PlDGEDURES 
1. coRpoRATEsEKvIcEcRJTERs ' 

a. Bellcore TEC I n t d  Services ........................... ..1-6 
b. Computer Ccnter.. .......................................... 1-& 
c. Data C0axwnication.s.: ...................................... 1-2 
d. Education. TraioLsg h Development .......................... 1-7 
e. General  Service+ ........................................... 1-3 

g. Bumau Resources.... ........................................ 1-1 
h. Landlord S ~ i c  es ............... ;..... ..................... 1-3 
i. ~ ~ u c t  ton ............................................... 1-5 
j .  Secretarial Support ........................................ 1-4 
k. Segment C c u p u o l l e r  and Administration .................... .1-1 
1. Technical Education 6 Training . .  ........................... .1-5 
m. Tecbpical Publicati ...................................... 1-3 
n. Telecommuaicati icnu .......................................... 1-& 
0 .  T e r t  Produeti on ............................................ 1-4  
p .  UNISPS ..................................................... 1.1 
q. Uashington gegulatoxy Internal Services .................... 1-2 

a. Chester Besearch Center .................................... 1_2 
b. Documentation Distribution ................................. 1-3 
C. FLASII ...................................................... 1.1 
d. Freight .................................................... 1-6 
e. OPUS ....................................................... 1-3 
f. Personalized Stationery .................................... 1-3 
g. Tewporary Procurenent ...................................... 1-2 

a. Belcore TEC Training ....................................... 1.1 
b. Informationfloctacion Discribucion. .................... 1-1 
c. Information Research Center .............................. ..1-2 

C. UlRpOBlvE SERVICE C M E R  CEAFSEBACK BUDGET PROCESS. ............... -1-4 
D. WFZORATE SEE5'ICE CENTER RATE D ~ E ~ F ~  .......................... 1-& 
E .  VARIAh'CE Ah'ALYSIS AND RATE AWUSTilENT.. ........................... -1-7 
F. CiKARGEBACK ACCOUNTING .............................................. 1-7 
G .  USAGE DATA Sp.. .................................................. 1-3 
E -  APPENDICES I 

1. UDS Internal Services Listing as of 11/01/91 ................... 1-8 
2. Internal Services Not Charged Back Through UDS as of 11/01/91..1-1 
3. Glossary of Te ................................................ 1-3 
4. prhibits ......................................................... 1 

B. 

f. Graphics ................................................... 1-& 

2. aTBEBIldERKlltsERpIcEs 

3. mmAL USAGE PaUEcTS 

G; 

... 

Q 

>- $: 
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1992 
COST -G/ALLJXATION PBOCESS 

Bellcore 
C o m p t r o l l e r ' s  Operations and Procedures 

Table of 
contents 

This fartruction c d v ~  the foUarkrg topics: 
Section m?&E 

A 

B 

C 

D 

. E  

F 

G 

H 

I 

J 

K 

Intmduction/Systun Overview 

Logopl/Logoff for Usage Data System 0 

Systen Screes+ 

1. Service Center I D  Selection 

3. Transact ion F i l e  Screens 
2. -nen~  

a. Transaction File options 
b.  Data Enuy 

1. Usage Transactions 
2. C r e d i t  Transactions 

e. Error Correction 
d. Transaction ilahteuance 
e. Queries 

1. Query Selection 
2. spc. cfd. Batch Listing 
3. Usage Trans. Detail 
A. Trans. Selection 

0 .  Ratepefault F i l e  Screens 
a. Bate/Default File Options 
b. Service C e n t e r  ID/  

c. Service Type Uaintenance 
d.  gateflefault  File Queries 

Description hincenauce 

On-line Batch Preparation 

Batch File Input Procedures 

'Bate/Default F i l e  Waintenauce 

Data Security - User Groups 

System Messages 

IlDS Corporate &ports 

System Batch Programs 

System Support 

pBopslETARY - BEUMBE 
see p r o p r i e w  restdictions on t i t l e  page. 
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Bellcore 
Coqtroller's Operac ions  and P r o c e d u r e s  

Table of 
C o n t e n t s  Section 

This instructfan covers the follwing t o p i c s :  

L )lonthly P r o d u c t i o n  Schedule 

n Monthly Reconciliation Procedure  

N Glossary of Screens 

0 Glossary bf Couimauds 

P Glossary of Tenus 

Sexvice C e n t e r  ID and S e r v i c e  
Type Codes 

Q 

I '  

126 ! 
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1992 
BELL.Com COST ACWUNTm'G/ALUCAIZON PROCESS 

STANDARD RATED CORPORATE s m  CEGENTER 

'Iha General Services Service center w i t h i n  the Support Services Organization 
providea vasiour administrative Corporate support services xvailable to  a l l  New 
Jersey Bellcore locations. 

Curuorate Teworarg pr ocurement - &sponsible for the procurement of temporary 
ouppcrt services, on m. for  Bellcore smployees. 

pruora te  Pool - Responsible for the provision of standard passenger 
vehicles to Bellcore employees for  loca l  company business transportation when 
q l o y e e  vehicles carmot be used. 

p ruo ra t e  Tranmoms tis - Respansible for the provision oi al l  Corporate 
vehicles .=-needed. for  business ground transporration services for  Bellcore 
smployees . 
Gorvorate ?laming - aerponsible for arranging travel related services for 
Bellcore bployees and visiting Executive O f f i c e r s  from the owCr/Cliem 
C m a u i e s .  

Each specific q p a  of s e n i c e  is described below. 

- 
pterna1 Conference Arraneement - Responsible for coordinating external 
conference logistics. 

Corwra t e  Purchasiw - Responsible for generation and implementation of purchase 
orders. Corporate Purchasing is also responsible for  coordinating all Purchasing 
act ivi t ies  associated w i t h  the Technical Systems and Services organizations. It 
5s also responsible for the development, negotiation and execution of ContractS 
associated Cth major building conr+ruction/operations, 
transportation. instrumentation. printing/graphics. safetg equipment 
chepicals . 
e m o r a t e  liail/F AX - Responsible for inter-company and intra-company m a i l  pick- - 
up and delivery, facsimile and telex serrrices. the posting of information on 

+ Corporate bulletin boards, payroll and employee voucher check distribution, e 
eqloyee travel ticket distribution. and vendor supplied 
distribution. 

+ Coruorate Stockrooms - Responsible for the management and administration of 
general Corporate material and supply stock i t e m s  (Le..  Corporate forms. 
stationary, etc.). Also included i n  Corporate Stockrooms is the managaent of 
the technical and chemical stockrooms. FIASH.  and the Corporate warehouse. 

Services - Respoyible for  the provision of meals for Bellcore employees 
and v i s i t o r s ,  the adbanistration of vending machine food products. and 
refreshments f o r  meetings and special functions. 

* Revised for 1992 Octaber Project Offering 
+ Revised f o r  1992 Fina l  Project Offering 
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1992 
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I 

U 
I" 

, .  

STANDARD RATED CORPORATE SERVICE 

GENERAL SERVICES - SUPPORT SERVICES (Cont'd) * 

Conorate Audio/Visual - .Responsible for the provision of a wide range of . 
a u d i o / v i d ~ d e o  serrrices to clients. which include: general conference 
services, provisioning of audio/visual/video equipment, video conferencing 
support and operational instructions to client users. 

ShiDDine ceiva 'ndPorters - Bosponsible for the provision of services and 
packaging which enable Ballcore employees to ship and receive materials and 
equipment bemen Corporate and external locations. 

Cornorate Performance Ne-ement - Responsible for the administration and 
coordfnation of Corporate Performance Heasurment surveys. analyses, and results. 
as vel1 as the analysis of all external Bellcore measurements. 

Costs associated with the General Services - Support Serrrices Service Center 
include Deparmental Expenses such as G e n e r a l  Serrrices Salaries. Contracted 
Services (e.g., LIaintenance and Repairs, Other C o n t r a c t e d  Serrrices and Rinting. 
Reproduction and Graphics), Katerials and Supplies. Also included within General 
Services - Support Services costs are Corporate Expenses and Chargeback Expenses 
(i.e.. Overhead/Comon Support, Area Support. and Corporate Service Centers). 
Within Corporate Service Center chargeback are Chargeback Expenses associated 
with other Corporate Service Centers (0.g.. Computer Center. Data Communications. 
Technical Education and Training. Text Ro&&tion. Reproduction Services, 
Graphics. .Segment Comptroller ind Administration. Human Resources, etc.). 

The costs associated vith General Services - Supporr Services are bil led directly 
to  user organizations based on a 'standard per un i t  of masurement (i.e.. 
per Average Bellcore Management Employee headcount and Average Resident Visitor - 
Reported Management headcount assigned t o  New Jersey locations). The use of a 
'standard rate. allows the General Services Service Center to recover i t s  cost on 
an annual basis. 

rate. 

! '  
I '  

* Revised fo r  1992 October Roject Offering . .  

PR0-Y-BELI.COm CLIENTS ONLY. 
See Proprierary res= 
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GENERAL SERVICES - IETFoBHATI 0 N EUH f f i  EMEUT SYS s (1 us*+ 1 

The General Services Service Ceaiter w i t h i n  the Information tknagement Syr+sns 
(W) Organization provides various adminisuative Corporate support serrrices 
available to all  New Jersey &lloore locations. Each specific q p e  of service 
is described below. 

Cornorate pecords )ianae-ment - Responsible for  vital  and inactive record 
handling, storage, retendon. and dastruction. as vel1 as record dlsaster 
recovery. 

Cornorate Publicatims - Responsible fo r  publication of Corporate magazines, 
Corporate Bdmiaictrative Practices , and Corporate Instructions. Also responsible 
for the production and dis+ribution of internal Bellcore information products. 
Corporate forms management. and the reviev and clearance of proprietary spaeches 
and papers. 

Cornorate - Responsible fo r  the provision of l ibrary reswces .  
information retrieval and analysis services. and subscription services. 

Costs associated w i t h  the Gen8ral Services - IliS Service Center bclude 
Deparanental Expenses such as Salaries. Contracted Services (e.g., Nainte-e 
and Repairs. O t h e r  Contracted Services and Printing. Reproduction and Graphics), 
Platerials and Supplies. Also included within Genera> Services - INS costs are 
Corporate Expenses and Chargeback Expenses (Le., Overhead/Common Support. Area 
Support, and Corporate Service Centers). W i t h i n  Corporate Service Center 
chargeback are Chargeback Expenses associated vith orber Corporate Service 
Centers (e.&, Computer Center. Data C o d c a t i o n s ,  Technical EQlcation and 
Training, Text Production. Reproduction SoIvices. Graphics, Segment Comptxoller 
and Administration. Human Resources. etc.). 

l k e  costs associated with General Services - INS are bil led directly t o  user 
orgauizations based on a .stagdud rate. per  urd(: of measurement (i.e-, per 
Average Bellcore Kanagement Employee headcount and Average Resident V i s i t o r  - 
Beported Management headcount assigned to New Jersey locations). The use of a 
.standard rate" allows the G e n e r a l  Services Service Center t o  r 
an annual basis. 

! '  

* Revised for 1992 October Project Offering 
+ Revised for 1992 Final Project Offering 

PROPBIFIAgY-BELUORE ARD AWDDR&ED CLIFNTS ONLY. 
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1992 
BELLCORE COST ACCOUNTMO/BLU)CATON PROCESS 

CORRENT RATED CORR3RATE SERVICE CENTER 

The Segment Coutpaoller and administlation Service Center vim the Finance and. 
administration organization provides all organizations vi& current and future 
year expense and capital budgeting and financial admini+tration/coordination. 
'Ihis includes all  aspects of Organizational. Rogrpm. and Sen-ice Center 
financial development and financial management responsibilities. This does pot 
include administrative support necessary w plau. develop, ard monitor the 
Bellcore Segments, Pmgr-. R e t s ,  and Organizations. 

Costs associated vi& the Segment Compaoller and Admiuisuation Serpice Center 
include Dqparlmeatal Expenses (e.g.. S a l a r i e s ,  Contracted Services. etc.). 
Corporate Expenses. Overhead/Comuon Support Chargeback Ezpenses. and Corporate 
Service Center Chargeback Expenses. W i t h i n  Corporate Service Center chargeback 
are Chargeback Erpenses associated vi*  other Corporate Service Centers (e.6.. 
Computer C e n t e r .  Data Commuru 'cations, Technical Educat ion and haining. General 
Services. Landlord Services, Secretarial Support, Reproduction Services, Hmnan 
Resources, Graphics, etc.). 

Costs associated vi& the S e v t  compaoller and A$ainixtration Service Center 
are charged-back to &e areas supported based on a .current per monfh per 
average Bellcore Employee and average F,esident - Visitor Reported headcotmt. 
The use of a .current rate. allovs the Sepent Comptroller and M d s t r a t i o n  
Service Center to  fu l ly  recover its cos t  on a monthly basis. 

rate. 

I '  

* Revised for 1992 October Roject Offering 
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1992 
BELLCOaE COST ACCOIINTING/ALUCATSON PROCESS 

STmm RATED -rE SERVICE CENTER 

MTA conlmm CATIONS 

The Data Commnications Service Center provides Bellcore employees vith computer 
connectivity vi+hin and Outoide of Bellcore. Services providad include 
Distributed Computer, (KICar) port connections EpIEL(NET and U N S  conmrmicatiops , 
and Personal Computing Support Center (PCSC) services. etc. 

C o s t s  associated w i t h  the Data colnnmr -utiolls Service Center include Deparaneutal 
menses  such as Data Coxamudca- Sikries, Contracted Services (e.6.. 
Hahtenance and Repairs). Telecomunications and Ken- aud Leases. a L r o  
included vithin Data -cations Service Center cos= are Corporate Expenses 
(e.g.. Depreciation and aOI) d Chargeback Expenses (Le. .  Cverhead/coumon 
Support, Area Support. and Corporate Senice Center). Within Corporate Service 
Center Chargeback are Chargeback Expenses associated vith other Corporate 
Sen-ice Centers (e.&. Computer Center. Technical Education and haiptng. General 
Services, Landlord Services. Segment Comptroller and Administration, &man 
Resources, Text Production. Reproduction Services, Graphics, etc.). 

The Data Commnications Service Center charges are b i l led  directly to user 
organizations based on a 'standard rate. per usage (e.&, per KIUX port, per 
connection, ets . ) .  The use of a 'standard rate. dLlovs tbe D a t a  Cammications 
Service Center to  recover its c o s t  on au aunual basis. 

! '  

* Revised for 1992 October Project Offering 
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BELLCoFE COST ACCOUNTING/AtICATION PBOCESS -. 

STANDARD FATED CORPORATE SERVICE CENTER 

REPRODIICTION S m C E S  

me &production Services Semice center provides three t ~ r p e s  of services for . 
Bellcore users: Mtral Reproduction, Self-Scrrriur Beproduction, and Computer 
Cutput Ucrofiche. etc. Central aaproaucrion provides centralized reproduction 
services for Bellcore users &en high volume or special copying needs are 
required. Self-Service Reproduction provides the equipment, maintenance. a d  
supplies available to Bellcore users to make self-service copies as required. 
The Computer Ou-t Microfiche serpice allows users to request microfiche via 
user generated computer tapes. 

I Costs associated w i t h  Reproduction Services Service Center include Departmend 
Expenses such as Reproduction Services Salaries. Conaacted Serrrices (e.g., 
Printing. Reproduction Services and Graphics and Baintenance and Repairs on the 

I reproduction equipment), Rental and h e r  associated w i t h  the reproduction 
i equipment and Haterials and Sqplies. Also  included vithin Reproduction Services 

costs are Corporate E%penses and chargebadr Exp.noes (Le.. Overhead/Comnon 
Support, Area Support. and Corporate Service Centers). W i t h i n  Corporate Service 
Center chargebacks are Chargeback Expenses associated w i t h  other Corporate 
Service Centers (e.&. Coquter Center. Data Comunications. Technical Education 
aud Training. General S d c e s .  Lapdlord Services, Segment Comptroller and 
Administration. Human Resources, T e x t  Production. Graphics, etc.). 

c .  e 
P 

L 
c 
i . ., 
i . .  

134 

Reproduction Services are billed directly w user organizations based on a 
"seandard =ate- per rmit of measurement (e.&, per impression. etc.). The use of 
a "standard rate. allows the Reproduction Senrices Semice Cencer to recover i ts  
c o s t  on an annual basis. 

I 
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1992 
BELLCXJRE C O S T ' A ~ ~ ~ N T T X / ~ O N  PROCESS 

TECIUUCAL PUBLICATIONS 

The Technical Publications Service. Center provides technical writing. editing. 
and document production services to  a l l  Bellcore users. includfng the rewriting 
of existing material, assisting io. the preparation of new material. doamen+ 
r d w .  and qual i ty  assurance. 

Cost8 associated 6 t h  Technical Publications include Dep-ntal Expenses such 
as Salaries and Contracted Services (e.g.. biuteaance and Repairs. ets.). hlso 
included w i t h i n  Technical Publications costs are Corporate Expenses and 
Chargeback Expenses (i.e., Cverhead/Common Support, Area Support, and Corporate 
Service Centers). Within Corporate Service Center chargeback are  Chargeback 
npenses associated w i t h  other Corporate Serrrice Centers (e.g.. Colnputer Center. 
Dam Commmications, Technical Education and Trainine. General Services. ----. ~~~ ~~- 
Reproduction Services, Teleconmmications , Graphics, S e b n t  Comptroller and 
Administration. Buman Resoutces. em.). 

Technical Publications services are billed directly to user o r w a t i o n s  based 
on a .staudard rate. per hour charged to a client's job by a tedmical n i t e r .  
The use of a .staadard rate. a l l o w s  the Technical Publications Semice Center to  
recwer its cos t  on an armual basis. 

I '  
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STANDARD RATED CORPORATE SERVICE C m  

TECHNICAL EDUCATION AND TRAM NG 

The Technical Education and Training Division (TEID) Semice Center provides. 
technical education and training courses to Bellcore employees. These courses 
are either group-paced instructor-led classes, self-paced audio-visual and/or 
cmputes assisted courses, or satellite courses broadcast to Bellcore locations. 

Costs associated with the Technical Education and Tr- Service Center include 
Departmental Expenses such as Salaries, Conaacfed Semites (e.g., h g e w n t  and 
Other Consultants services related to the provision of instructors), bntals and 
Leases, and Materials and Supplies. Also included within Technical Education and 
Training costs are Corporate E r p w e s  and cbrrgebadc menses (i.e., 
Overhead/Commn Support, Area Support, and Corporate Service Centers). Within 
Corporate Sezvice cen+er chargebacks are Chargeback Expenses associated with 
other Corporate Service Centers (e.&, conputu ccntcr, Data CommuuiCa+ions, 
Telecommmicafzionr. General Services. Landlord Services (TETD is charged for 
classroom space through Landlord Services) Text Production. Beproduction 
Services, Graphics. Segnent Comptroller and AdPinistration. sitnuan Resources. 
etc.). 

Technical Education and Training services are billed directly to user 
organizations based on a .standard rate. per student day. The use of a 'standard 
rate. allovs the Technical Education and Training Service Center to recover itt 
cost on an anmtal basis. 

136 
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1992 
B E t z m a E  COST ACCOUNTING/AUOCATIO!! PROCESS 

SER CECENTEB 

GaAPw1q 

The Graphics Service Center provides Bellcore vi& a vide variety of Graphic 
h r t s .  V i s u a l  &ts, Visual Cutput and Technical Drafting services. n e s a  
services include business gaph ics  for visual presentations, creation and design 
of brochures, and other print medk,. 

Cos= associated vith the Graphics Service Center include Deparaoenfpl menses  
such as ~raphics  salaries. bptracted Serviws (e.g., Hahtenance a d  Repairs 
and Print. &proauction, aud haphks), and Materials and Supplies. Also 
included w i t h i n  Graphics Service Center costs are Corporate Expenses and 
Chargeback Expenses (i.e., Olrerhoad/Common Support, Area Support, and Corporate 
Service Centers). Vi- Corporate Service Center Chargebacks M Chargeback menses associated w i t h  other Corporate Service C e n t e r s  (e.g., Colnputer Center, 
Data Communications. Tecbdcal  Education and PISining, General Semicas. Landlord 
Services, Segment Comprroller a d  Administration. Human Resources. Text 
Production, etc.). 

Graphics services are bi l lad directly t o  user organizations based on a 'strmdard 
rate' per page of output , (e.g.. per graph or  chart). The use of a 'standard 
rate' allows the Graphics Service Center t o  recover its cos t  on an auuual basis. 

'1 
I 
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EDUCATION. TIWINING AND D EVEUJPIIENT 
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m e  Education, Training and Development (ET=) Service center provides management . 
and professional development. diversity manag-t, American language studies, 
career development. and qualiq related training courses to Bellcore employees. 

Costs associated w i t h  the Education, Training and Development Seririce Center 
include Ihpartmencal Expenses such as Salaries, Conuacted Senices (e.g., 
Management and Other Consultants' services related to the p-ion of 
instructors). Other General Expenses. and Haterials and Supplies. h o  included 
within Education. Training and Development costs are Corporate Expenses and 
Chargeback Expenses &e.. Overhead/&=on Support, k e a  Support, and Corporate 
Service Centers). Ui+hin Corporate Serrrice Center chargebacks are Chargeback 
Expenres associatedwith other Corporace SerrrLce Centers <e.g.. Ccmputer Center. 
D a t a  Couunmications, Technical m a t i o n  and Training, General Services, M o r d  
Services (Classroom space is charged to Education. Training, and Development 
through Landlord services). Text Production. Boproduction Services, Segment 
Comprroller and Administration. Human Resources. Graphics. etc.). 

Education, Traiping. and Development services are billed directly to user 
orgauizations based on a *standard rate. per student day. The use of a 'standard 
rate. allows the Education. Training, and Development Service Center to recover 
its cost on an annual basis. ' .  

*. 
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CURRENT W m  CORPORATE SERVICE CENTER 

PDMAN SERVICE CENTER # 

The €I- Resources Service Cant& within the Human Icerousces Organization 
provides specific VP drur with centralized Personnel related services. Included 
vithin these services are activit ies associated w i t h  the development and 
administration of salary  planning. performance evaluation, work force placement 
and work force adjusanent. etc. 

Costs associated with +ha Human Resources Service Center include Dep-ntal 
Expenses (e.g.. Salar€es. Conuactsd Services. etc.). Corporate Expenses. 
Dserhead/Comon Support Chargeback Expenses, and Corporate Service Canter 
Chargeback Expenses. U i t l i i n  Corporate Service Center chargeback are Chargeback 
Expenses associated vith other Corporace Service Centers (0.g.. Computer Center. 
D a t a  Conmrnrications. Technical Education and lxaining. General Services, Landlord 
Services. Segnent Comptroller and Administration. Texc Production. Reproduction 
Services. Graphics. ate.). 

* Costa associated w i t h  the Hman Resources Senice Center are charged-back t o  
specific VP k e a s  based on a .current rate. per month per average Bellcore 
Fmployee headcount. lke use of a 'arrent rate. allovs the Ihrnan Resources 
Service Center to fu l ly  recover its cost on a m o n W y  basis. 
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The Text Production Serrrice Center  provides Bellcore with a centralized pool of 
rypists who util ize coquter  aided systems and standard typewriters t o  type, 
format. and revise technical and busirress documents. 

Costs associated vith the Texf Production Serrrice Center include Depmenfal  

and Rapairs assocfated with Text Roduction machines and equipment), Rentals and 
Leases and Haterials and Supplies. Also included within T e x t  Production costs 
are Corporate Expenses and Chargeback Expenses (Le. ,  OverheadjComon Support, 
Area Support, and Corporate Senrice Center). Within Corporace Service Cmcer 
Chargeback are Chargebade Expenses associated w i t h  other Corporate Service 
Cencers (e.6.. Conputex Center. Daca Comunications, Technical Education and 
haining, General Scrrrices, Landlord Serrrlces. Segment Comptroller and 
Administration. Human F.esources, Reproduction SeMces , Graphics, Secretarial 
Support, Telecormmications. etc.) . 
Text Roduction is billed a rec t ly  t o  Uter orgauizations based on a 'standard ' rate. per l ine of typing. m e  use of a .standard rate" allovs the Tex t  
Production Service Center t o  recover its cost  on an anmral basis. 

[! , Expenses such as Tsxr Production Salaries, Contracted Serrrices (e.g., lialn+enance 
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STANDARD RATED CMcPo RATE SERVlCE C m  

BELLCORE TEC IliTErWL SERVICES + 

The Bellcore TEC Internal S e d c e s  Service Canter provides dedicated 
administrative/technical suppoxc scrvices to the Bellcore TECJLlsle Location. 
These services include the following individual rypes of services: 

ReuroductionKourse Distributim - provides self service copiers as w e l l  as 
specialized reproduction s e d c e s .  such as, assembly and distribution of Bellcore 
TEC course materials for Bellcore TEC Courses. 

l&.d - p r d d e s  Bellcore rU: studen* w i t h  room. dfping a d  classroom 
facilities. 

Costs associated w i t h  the Bellcore TEC Internal Services Service Center include 
Deparmenal menses such as S a l a r i e s .  Contracted Servicas (e.g.. O t h a r  
Contracted Services. Maintenance and Repairs). as w e l l  as Wtals and Leases and 
Naterials and Supplies. Also included w i t h i n  Bellcore TEC Internal Services 
costs are Corporate Expenses and Chargeback Expenses (i.e.. Overhead/Comon 
Support, Area Support, and Corporate Service Centers). 

Bellcore TEC Internal Services are bil led directly t o  user organizations based on 
a .standard rate. per usage (e.g.. per hotel day. etc.). The use of a .rtendard 
rate" allows &e Bellcore TEC Internal Services Service Center t o  recuver i ts  
cost on an armual basis. 

rlR 

! '  

+ Revised for 1992 Final Rojecr O f f e r i n g  
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STANDARD RATED CORWRATE SERVICE C m  

w p  SERVIC s 

The Washington Regulatory Internal Services Service Center provides dedicated 
administrative support functions directly associated vith the Washington D.C. 
based location such as m a i l  service, secretarial support. reproduction services, 
etc . 
Costs associated vith the W a s h i n g t o n  Regulatory Inteznal Serrrices Service Center 
include Departmental Expenses such as Salaries, Contracted Serrrices. Corporate 
Expenses and Chargeback Fxpenses (Le . ,  Overhead/Cmmon Support. Area Support. 
and Corporate Service Centers). 

Washington Regulatory Internal SerPices are billed directly to  user organizations 
based on a .standard rate" per headcounf (Le.. per Average Bellcore Employee 
headcounc and Average Resident V i s i t o r  - Reporred headcount assigned t o  
Washington). The use of a 'standard rate. allovs the Washington Regulatory 
Internal Senices Selvice Center t o  recover its wst on an annual basis. 

! '  
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SPECIALTY DIRECT CRARGING PROFESSIONAL. EMPLOYE EEFFI CIElVcI CENTERS 

I* Specialty Dkect Charging .Professional Eqloyee Efficiency Centers (SDCPE/ECs) 
provide specialtg gatherings of techpical urpertSSe to produce services and 
develop and deliver common rubsystems which w i l l  be purchased by external 
clients. These centers e w e  that comnon s u b s y s w  are developed once and 
buil t  t o  a camon standard to allow f o r  the even& connectidty of all major 
systems. The use of SDCPE/ECs allows Bellcore t o  achieve common standards. as 
w e l l  as build pr?ducts in a more efficient mauner. 

These Efficiency Cencers include ~e following: 

- Bellcore Applications Enviroxnuenc (BAE) . - Bellcore Advanced Sofniare Environment (BASE) 

Accounting I w t r u c t i o n  02 
Effective Date: 01/01/80 
Reissued: 05/22/92 
Appendix D 

SDCPE/ECs 

The Bellcore Applications Emiromrent (ME) Center supports the implezren-tion of 
Bellcore sofware products irr a more cost-effective and t h l y  manner. BAE 
Center is a repository of common software services and code necessary t o  effect 
adherence to Operations Systems Computing-&&itectuce (OSCA) prhciples  i n  new 
Bellcore software products, and f o  increase Bellcore sofware development 
productivitg. quditg. and cormcctidty. 

The Bellcore Advanced Sofware Enviromnent Center is responsible fo r  the 
BASE Standard Development Environment, which is  comprised of a set of Sofware 
E n g i n e e r i n g  tools necessary Po produce the product requested by an external 
client including supervision of the production/qudity control, modeling, 
maintenance request trackng. source code development and management standax&, 
product build and packaging. system test tracking and documentation management. 
and developmenc of common standard work element components. 

(BASE) 

I 
1. 

! '  
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DEpILpfiIOFl OF BEILCOE'S bwI)CATION/cBABrrsACK B A S S  

Averaee Headcount 

- Averaee Em01 ovee Headcount represents the distribution of salaries 
associated with full-t ip and part-time employees as charged t o  Projects via 
Bellcore's Positive Tine Beporting (PlW process. 
fu l l - t ime  employees is calculated using the sum of al l  sa lary  transactions 
booked at the organization/project level per employee. 
against each organization/project for an employee are divided by the totdl 
salary paid to &at employee, the resulting calculation uanslates t o  a 
fractional average headcount. lieadcount associated w i t h  part-time employees 
is calculated based on a ratio of hours worked divided by t o t a l  hours dtk& 
che standard work week, the resulting calculation =anslates t o  pa r t - the  
headcovnt. 

Average headcount fo r  

The salaries booked 

- Averace B e l l  core l4armeement EmDlovec Peadcomrt represents average headcovnt 
as calculated above. associated with all b l lcore  Esployees classified Y 
Management employees. 
eumlovees are l i s t ed  below: 

The Salary grades associated w i t h  Xanagement - .  - PO, P1, P2. P3. SL, 52, s3. s, s5* R, =, T3 - P4, P5, T4, T5 - P6, T6 - A? 
- A 8  PROPRIETARY 

- Averaee Bellcore S u w o r t  Staff Emlovee Headcomt represents average 
headcouut as calculated above, associated with all Bellcore Employees 
classified as Support Staff employees. 
Support Staff employees are l isted below: 

The Salary grades associated w i t h  

- QA, QB, QC. QD. 

* - Averaee Resident Visitor BeDorted Headcount represents non-employees 
working at Bellcore Locations who met the following criteria: - Perform functions such as techuical, professional, or administrative in  

nature. - Generally work at  a Bellcore location for more than three days a week. 
over a three-month period. - Occupy dedicated workspace, have an assigned telephone nmnber, and have 
a published m a i l  stop at a Bellcore location. - Cenerally does have access t o  proprietary information. 

Controllable ExDenses represent a l l  Departmental Expenses charged directly u, a 
Project plus Corporate Expenses (i.e., Employee Belated. Capital Belated, and 
Other Corporate Expenses) charged-back t o  the project during the Cost Allocation 
process. 

Fixed Percentaees represenc a percentage of a Roject's anticipated level of 
support t o  be kharged-back Co a designaced Organization/Project/Program. 

W R e v i s e d  t o  reflect the *Corporate Administrative Practices' definition of 
Resident V i s i t o r  - &ported Headcount. 

pBOPF3EDaRY-BELLCORE AND &lTHORIZED CLIENTS ONLY. 
See Proprietary restriqtions on t i t l e  page. 
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1992 
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DEFITITION OF BELLCOPS'S b L U ) C A T I O N / V C K  BASES 

Salaries 

- Standard Salaries represent actual salary expenses for &e current period 

- Standard Manae ement Salaries represent standard salaries associated w i t h  all 

vhich are included as a comp-t of Dep-ncal Expenses. 

Bellcore Employees classified as Manag-t employees. 
associated vitb Management employees are listed belov: - PO. P1. P2, P3. a. S2. S3, S4. S5. Tl, T2. '13 - P4. P5. T4. TS - P6. T6 - A1 - AS 

The S a l a r y  grade 

- Standard Sumort Staff Salaries represent standard salaries associated w i t h  
a l l  Bellcore Employees classified as Support Scaff employees. 
grades associated with  Support Sraff employees are  l is ted below: 

The Salary 

- QA, QB. QG QD. S1 

represents the d t  of measure used by Corporate Service Centers t o  
directly b i l l  External & Internal Rojects for services provided. 
measurement associated vitb each Corporate Service Center is identified below: 

The usage 

@ - Bellcore TEC Intemrl Services 

* 

t 

- TechPica l  Education and 
TnirLllg - Computer C e n t e r  - General 
Purpose and Dedicated - Computer C e n t e r  - mpISYS - Data Conmumications - General Services - Support 
Services 

- Landlord Services - T a t  Production - Reproduction Services - Graphics - Secretarial Support - Telecommrmiutions - Technical Publications - General Senrices - Information 
Management Systems (ItIs) 

Usaee Keazurement 
P e r  Copy/Per Day/Per Course 
Begisrratibn 

Per Student Day 

Per Computer Usage 

Per Conputer Usage 
Per Port/Comectin 
P e r  NJ Management Headcount (Average 

P e r  Assigned Square Footage 
Pe r  Line 
Pe r  Copy 
Per Page of Ourput 
Per Secreurial  Headcouut/ Per Day - 
Per  Lie/Cormection 
Per  Hour 
Per NJ Managament Headcount (Average 

Hellcore & Besi&nt Visitor - 
Reported) 

Bellcore & Resident Visitor - 
Reported) 

@ -sed f o r  1992 reporting 
Revised f o r  1992 April Roject Offering 

* Revised f o r  1992 October Rojecc Offering 
. 
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< 1 '  
! .. 

DEFINITION OF BELtC6RE.S NLOCATION/CEARCEBACK BASES 

[ Usage (Cont'd) 

Conorate Service Center Usaee Ueasurement 

- Education, T ~ a i n i ~ &  a d  
I 

Per Student Day 
Development * - Hman Resources Per Headcount (Average Bellcore 

i 
-Wee) - Washington Regulatory 

Internal Services 

Administration Employee and Average W-Reported) 

Per Washington Headcount (Average 
Bellcore 6 Average Resident Visitor - &ported) * - Segment Comptroller and Per Headsount (Average Bellcore 

0 

. .  .. f 
4 

i '  
I 

i : 
g 
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BELUUIRE'S BILCTNG AND BILZ;ING ALU)CAlloN PROCESS 
OVERV"W/SUMMARY OFCTIANGIS 

The B i i  and Billing Allocation Process outlines the procedures, objectives and 
methodologies utilized to acau-ately bill Bellcore's Owner-Clients for all work endeavors 
@rojeets) undertaken on their behalf. It highlW~ the accI1IIllllation of project costs, 
project classi f icat~~ and the sharing of project costs among the Owner-Clients. In 
addition, the document descrhs the billing process utilized for Indush-y clients, as well 
as, the credits to the Owner-Client$ for revenues gewrated as a resutt of Industry Client 
lieensing (sharing of costs) of Bellcore services or proaucts. 

The fonowing signiticant changg have been reflected in 1992: 

The Firm QuoteaPrice @QPl Project d o n  has been updatedto indude a 
descriptionof theoptimizationproces andtheUnigueEnsutive- 
billingarrangement. 

Revisions to SNET and CBPs Service including the Connnon 
Work Program funding requirements and a revised markup factor of 13OY 
have been incorporated withinthe doarment. 

A description of MiffeIlaneous Billing which does not generate revenue (e.g., 
Conduit bills, Eznployee bills, etc) has been added. , 

B is ASO important to note that, ba~d upon the approd of ~ e s  ~oard of Directors 
in June 1991, Bellcore m o n n s  a trueup of FQP projects to aehral cost in November and 
December of each bndness year. An FQP overrecovery wouldbe reflected on each Owner- 
Client's November and December bill as a lnmp sum credit. Industry Client r'everme 
credits are held in reserve to offkt any potential underrecoveriia. If, after using all of the 
revenue credit reserve, an Owner-Client is still underrecovered, that Owner wonldbe Vied 
for the underrecoverrd amount. m e  reserve is based on a nominal Dercentaze of Industw r-? 

L' 

1 ;  
sent revenue credits, and any upda~ not used in the FQP true-up iroeess A distributei 
to the Owner-Clients as aedits to their Infrastruehu-e projects in Decanber. Ihe Owner- 
Clients will then decide internaly as to the distribution of FQP project by project variance 
amount$ based upon Regional Company Owner-Client aecouPting and regulatory 
requirements. 

2, 
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BEI3JZOP.E BILLING h BILLZNG U C A T I O N  PROCESS 

I. Furnose and Scone 

The purpose of this dccument is to describe the Bellcore B i l l i n g  and 
Bil l ing Allocation Process. Bellcore's b i l l ing  function begins 6th 
the accumulation of all cos= related to providing cenualized services 
or "Projects" t o  its Owner -Cl i en t s .  Project costs are then allocated 
to Owner-Clients and billed. 

The following narrative describes Bellcore's b i l l ing  msthodology, 
highlighting Bellcore Project Cosu. Project C l a s s i f i c a t i o n s .  and the 
sharing of Project Cos= among O w n e r - C l i e n t s .  Further. the document 
describes b i l l i ng  to Non-Owners as vel1 as crediting to OKle r -C l i eu t s  
for revenues generated as a result of Non-Owner licensing (sharing of 
c o s t s )  of Bellcore services or products. 

11. Conorate Policy 

The Bellcore B i l l i n g  and Billing Allocation Process has been developed 
in  recognition of the key principles rmderlying the establishment of 
Bellcore. The process refleetr Bellcore's mission to 'support rbc 
provision of engineering, applied research, technicd aainiag and 
o t h e r  operational support servicer vhieh can most efficiently be 
provided on a centralized basis'. S e i c e s  provided by Bellcore, w i t h  
the exception of 'Client-Specific" vork vhich has an associated limited 
.Access Period,' are available for  use by all seven Owner-Clients. 
This enables t h e m  to share costs and elhihates tbc potsntial of a 
seven foldincrease inthe cost of &plicating the services on 8x1 
individual basis. are generally 
not proportionately increased by the number of Owner companies 
participating in a Project. 

The concept of cost-sharing w satdied extensively by rha seven &er- 
C l i e n t r  pr ior  to the institution of at Bellcore on January 
1. 1984. It was deemed critical that sharing of Project cost+ be 
consistent among the Owner-Clients and related to  the benefits received 
by the Ovner-Clients. It w also agreed rhat bi l l ing  for costs of 
coormonly u t i l i zed  Projects would be shared based on the principles 
srrmmarized in the following paragraph. 

Bellcore's Bill ing and B i l l -  Allocation Process should ensure that 
Ovaar b i l l i ne  is: - 

It should be nored thar Project wsts 

)I e operations 

- ~~~ 

R e l a t e d  to the anticipated benefit of the Project. 

Related t o  the = w e  of the vork performed. 

C-O~ to all participating Owner-Clients. 

Based  on readily available and standard data. 

I '  
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BELLCQR€ BILLING & BILLING ALLOCATION PROCESS 

o consistent w i t h  past  (pre-divestiture) bi l l ing allocation 

o Supportable in regulatory proceedings. 

procedures. 

The B i l l i n g  h B i l l i n g  Allocation Process ensures the appropriate 
processing for  Non-Owner Revenues including Licensing in the areas of 
cost  recovery and allocation of RevezaIe hedits. 

Each year. m independent auditor is engaged by Bellcore t o  examine the 
B i l l i n g  6 B i l l i n g  Allocation process. aftor the examination. the 
independent auditor is requested to  provide an audit opinion sta t ing  
that t h e B i l l i n g  6 Billing Allocation Process and the resulting 
distribution of bil lable cost f o  O w n e r - C l i e n t s  is in accordance w i t h  
the FCC's Soin+ Cost Orders issued in conjunction w i t h  FCC Docket 86- 
ll1 and the FCC's published rules and interpretations thereto. 

III. proiect Costs 

In order to m i d  cross-subsidization, E x t e n d  Project costs pus+ be 
developed accurately. The costs that Bellcore ipctlrs in performance of 
Projects are d i rec t ly  charged or allocated to the external Projects in 
a-erausistent w i t h  the terms of the Serrrice Agre-nt and 
G e n e r a y  Accepted Accounting Principles. This Cost bllocation Process 
is described in Compuoller's Accounting Instructiw 02. .Bellcore Cost 
Accomtingfl+llocation Process (GAAP). and is not discussed in this 

Bellcore external bil lable Projects are provided to Ouner-Clients 
audfor Non-Owners. Projects b i l l e d  to Ovner-Cl ien ts  are those Projects 
that consti tute &e Bellcore Work Program of which the vast majoritg 
are Projects having basic requirements andfor benefits which are comnon 
to  two or more Owner-Clien=. 

1. Owner Proiect C l a s s i f i c a t i o n s  

1.1 Xnfr as-ture 

"Projects which are within one of the definitions of Applied 
Research. Standards and Architecture or Generic Teetmologg 
Procurement Supporc. or of substinrial benefit to each Owner 
aad are of such nature that th is  substantial benefit cannot be 
prevented from accruing t o  an Owner who m i g h t  elect not to 
participate in such Projects." R o j e c t s  are specifically 
designated as Infrastructure by Bellcore's Board of Directors. 

pBoPRIETARY - BELLCORE AND A u M O '  ZED CLIFNTS ONLY 
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BELLCOBE BILLING & BILLMC ALLOCATION PROCESS 

1.2 Elective 

AU other Projects that are not Infrastmcnrre and vhich one 
or more OMaI-Clients m q  fund are Elective. Included are 
Wti -Cl ien t .  Usage-Sensitive and Client-Specific and are 
defined as follows: 

A. Mul t i -C l i en t  Rojec ts  - These are Elective Projects that 
arenotUsage-Sensitive and are funded by wo ormore 
Owner-Cliencs.  

Projects for  
which costs are charged t o  individual mer-Clients based 
on usage. Usage-Sensitive Projects are bil led out on a 
standard-price basis (actual units x standard rate). The 
basis of the stgndard rate is determined by each Project's 
specific usage measuremeart (e-g.. hours, student weeks, CPU 
utilization, etc.). 

C. Owner-Client Specffic Projects - These are Electhe 
Rojects that are funded by one m r - C l i e n t  (when the  tarp 
' C l i e n t - S p e c i f i c ' i s  used, it may include a Bsgional 
customeror any Regional subsidiary providing exchange 
teleconummication and exchange access serrrices). 

B. Usage-Sensitive Rojects - These are Elective 

ca=i- PRO" 2. pon-(Xmer Proiect C l a s s i f i  

2.1.- 

Non-Owner Common represents Licensing sales of previously 
puxchased Owner-Client product deliverables uhich are priced 
consistent via tha general principles of Non-Owner Pricing 
(see Section V I 1  paragraph 1) and Owner-Client Projects vith 
Non-Owner e c i p a t i o n  for Southern New England Telephone 
Company (SNET). C i n c i n u a t i  B e l l  Inc. (CBI), AT&I and numerous 
other Non-Ovners for Bellcore Roducts (e.g., Common Language, 
Bellcore Tu: Training. Tra f f i c  Routing Administration) 

2.2 Svecific 

Non-Owner Specific projects represent vork performed 
exclusively for Non-Owners. These projects are related t o  
ehisting areas of work already performed for O w n e r - C l i e n t r  and 
are requested by one or more O w n e r - C l i . n t r  -(e.g., Vendor 

Xodifications f o r  the Integration of Network Elements 
(OSqNE). Vendor Funded Technica l  A u d i t i n g ,  and Vendor €bnded 
Sofnfare Product Ports or Beimplementations (VESPPOR)). SNET 
and CBI may a k o  request specific work fo be performed w h i c h  
is related t o  her-cl ient '  previously purchased product 
ddiverables - 

Funded Equipment AlldFis. Vendor Rmded - Operations Systems 

pp.0- - BELZCOBE lUm, AUjkiOKUZED~cLIENTS ONLY 
See proprietary restricti ns on t i t le  page 

I - F01KW- 
I t '  

t 



153 

Bellcore Accounting Instruction 03 
Comptroller's Accounting Instructions Effective Date: 01/01/84 

Reissued: 07/13/92 
Page 4 of 33 

BELLCORE BILLING h BILLING WOCATION PROCESS 

_. 

In' addition. Bellcore and various government agencies 
collaborace in performing research and telecouommicetions 
planning on such Non-Owner Specific projects. A l l  Non-Owner 
Specific Projects are billed consistent w i ~  the general 
principles of Non-Owner Pricing (see Section VI1 paragraph 1). 

v- F- 
All mti-Client a d  Client-Specific Eleccive Projects (other than 
Usage-Sensitive) are provided to the Owner-Clients based upon a Firm 
Quoted Rice (EQP) wfrich is developed and established during the budget 
process (or subsequent to the budget process) and does not change 
during the budget process or billing cycles. The annual price for a 
Firm Quoted Price Project is based on estimated fully loaded Project 
cost. estimated Owner-Client participation and potential cost - sharing 

f from both Owners and Ma-Owners. In an effort to maximize &mer 
participation in FQP Projects, an Optimization process is used. This 
process utilizes a statistical model which maximizes an Owner-Client's 
participation in desired FQP Projects at mi- additional cost. As a 
result of the Optimization process, Ern Quoted Prices will be repriced 
for those projects in which Owner-Client participation has changed. 

The mon-y price for a Firn Qmted Price Project is calculated by one 
of two methods, according to the Owner-Client's preference. The first 
method divides the annual price by the number of months the Project 
will exist during the current year. The second method uses monthly 
spread factors which natch revenue wre closely with cost streams. 
These factors are derived using the d e r  of paid days per month. 
estimated anuual salary increase percentages and average Direct 
Charging Professional Employee < W E )  per month over total coqauy 
average annual DCPE as reflected in the 1992 Commitment Budget. These 
factors are applied to aunual Owner-Client FQP prices to determine the 
monthly FQP price for all projects. 

H o n t h l y .  a calculation is made by subtracting revenues from the cost of 
FQP Projects with the resulting amaunt then booked to a Revenue 
Adjustment account (302-812 Adjustments - FQP Normalization Accrual) 
and a corresponding entry made to either a current assex account (109- 
311) if an under-recovery of FQP revenue exists. or. a current 
liabiliry account (214-241) if an over-recovery of FQP revenue exists. 
If total FQP revenue exceeds total FQP cost (over-recovery). the 
Revenue Adjustment will be a negative normalization accrual. If total 
FQP revenue is less b total FQP cost (under-recovery), the &.venue 
Adjustment will be a positive normalization accrual. 

Q Denotes revision to last issue 
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While the difference betveen revenue and cost for FQP projects is 
expected to be zero ac year end, a true-up will be perfomed initially 
in November and again in December to align each Owner-Client's EQP 
Project billing vith their On a project 
by project basis, tbe Owner-Client's FQP billing is compared to the 
allocated fully loaded cost amount to determine the over/under-recovery 
of FQP revenue. The over/uuder-recoverj amounts for all FQP Projects 
are then slmrmed and the net over/under-recovery amouut is reflected on 
the OvPer-Client's bill on a specially designated true-up project. The 
billing amount on this specially designated true-up project vi11 be a 
credit if a net over-recovery of FQP revenue exists or a charge if a 
net under-recovery of FQP revenue ex is ts ,  

allocated Fully Loaded Cost. 

It is important to note chat the --up credit/charge amount will also 
reflecc the billing associated vith an mer-Client's Unique Executive 
Partnership work effort. On a monthly basis, costs incurred b-j 
Bellcore on behalf of each Owner-Client's Unique Executive Partnership 
vork efforts are collected on separate projects. Billing the Owners fo 
recover these costs, bwever, is achieved through the FQP True-up 
process. During this process, each Owner's unique Executive 
Partnership costs are allocated to cheir participating EQP projects. 
using allocated project cost as a bas- for distribution. Once &e 
Unique Execntive Parmership costs are allocated, they are incorporated 
into each effected Ovncr-Client's Fully Loaded Project Cost. 

To reduce the impact of the true-up on tbe Owner-Clients, an FQP 
reserve hils been esdlished. This reserve is funded on a monchly 
basis u&ng a portion of Non-Ovner revenue (i.e., all or a portion of 
Infrastructure revenue credirr from Elective projects). To perform the 
true-up, the difference berveen each mer-Client's FQP billing and 
allocated Fully Loaded Cost w i l l  be determined. If the --up results 
in additional billing to an Owner-Client (i.e.. allocated Fully Loaded 
Cost is greater than FQP billing). the Non-Owner Mrasrructure revenue 
credits held in reserve w i l l  be applied equally to each Ovnor-Client t o  
offset the amount due. Any amoat remaining in the reserve vi11 be 
returned to the mer-Clients as credits on Infrastructure projects. 
If PO Owner-Client's allocared N l y  Loaded Cost is greater than their 
FQP billing, the entire reserve vi11 be returned as Infrastructure 
credits. As a result, the €QP reserve vi11 be zero at year-end. 

The Board of Directors may direct +hat some (or al?) of Bellcore's vork 
shall no+ be covered by Firm Quoted Prices. In that event, the pricing 
for any Project subject to such directive shall compensate Bellcore for 
its fully loaded costs. 
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VI. pi l l ine  (Cost-Sharine) for mer-Cl ien ts  

Costs for  vork in each of the Project classifications discussed in 
Section N are shared o r  allocated among Owner-Clients differently in 
recognition of the nature aad anticipated benefit of each q p e  of vork. 
These allocated costs are reduced by cost sharing revenue credits 
generated by Non-Owner participation. This revenue crediting process 
is discussed in Section VIII. A discussion of the a l loa t ion  of 
Project costs to Owner-Clien= follows. (For further clarification, a 
flowchart  of Bellcore's B i l l i n g  and B i l l i n g  Allocation Process is 
provided in Appendix A). 

1. Infrasrructure Prolects 

Benefits associated nirh deliverables f o r  Infrasuucture Projects 
-ot be denied to O v O e r - C l i e n t s  who miipat otherwise elect not to 
p d c i p a t e  in then. Accordingly. al l  O w n e r - C l i e n t s  participate 
equally in Infrasuucture Ro jec t s  imd costs are funded on a 1ff 
&is. ~ 

2. Elec t ive Rolects  

Unlike the benefits associated w i t h  services provided under 
I n f r a s a u c w e  Projects, -fits from Elective Rojects  cap be 
denied t o  O w n e r - C l i e n t s  who e lec t  not to parcicipaa In such 
Rojects. Ovner-Clienax electing to participate in Elective 
Projects share the costs on the  basis of benefits derived as 
described f o r  each subcategory of Elective Roject  Types as 
fol lovs:  

2.1 Multi-Client Roiects 

Multi-Client Rojects  are Projects elected by Ovoer-Clients 
9nd costs are allocated based upon each Owr-Client's 
relat ive Total Operating Expenses (TOE) and Total Plant in 
S e m c e  (TPIS) for each year over a four year period. 
Specifically, each O w n e r - C l i e n t ' s  TOE and TPIS v i l l  be 
separately calculated and averaged for each of  &e four 
indhidual years 1984 through 1987. For each C w n e r - C l i e n t .  
these four (4) separate averages vi11 then form &e basis for 
a single four year average percentage vhich vill be used as an 
allocation factor. Appendix B reflects rhe Allocation factor 
values used in  the development of the 1992 Bellcore Budget. 
These Projects are billed on a Firm Quoted R i c e  basis. 
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2.2 Usaee Sensitive Proiects 

A l l  Usage Sensitive Rojects are billed on a standard-price 
basis (actual units x standard rate). Addi t iod ly ,  Usage 
Projects that have only one Owner-Client participating may 
b i l l  c e e  incidenul  cosXs directly incurred on behalf of 
one Owner-Client and nat included in the s e d  rate  (e.&. 
Travel & Living Expense incurred while rnaldng a presentation 
t o  a single Owner -C l i en t  at &at C l i e n t ' s  re-t). 

To accomdate Ouuer-Clienc's requirements ofbLlling 
certnin Usage work under sep=ate projects, External Cost 
Rojec ts  (ECPs) a d  related a a I l l d  Billable Rojects  (EBPs) 
are used. Specifically, Rojec t  cost for the particular Usage 
work effor t  is charged to  a single ECP project vhereas each 
participating h e r - C l i e n t  is billed on a separate and d q u e  
EBP project. . .  

Standard rates are developed based on forecasted annual usage 

be b i l led  t o  Non-Ovners. l U s  approach reducer the standard 
rates charged to  Owner-Cliencs d ensures pricing consistency 
throu&out &e yaar. A orw-up is perfomed. generally at 
year-end. at which time rates are retroactively adjusted to 

Billable Hourly Standard Rates consider the t o t a l  budgeted 
'cost (see note belov) and hadcormt  for the Roject. The 
budgeted cost is divided by &e budgeted D i r e c t  charging 
Professional Employee (DCPE) headcount for the Rojec t  W 
determine the budgeted. average anuual cost per W E .  This 
average annual cost per DCPE io then divided by the numbeir of 
annual productive staff hours wrked per DCPE. which may vary 
by Orgauization and Roject,  to yield the Billable Hourly 
StandardUte. Productive staff t ime  includes the hours 
incurred by a DCPE w h i c h  directly relate t o  the completion of 
a specific deliverable on the Roject. Productive hours 
(uuits) are multiplied by the standard rate to yield che 
b i l led  amount. Non-productive staff tine does not directly 
relate to  the completion of ;my specific deliverable, but is 
comprised of time spent otherwise (e:g.. meetings, vacation. 
etc.) and is tracked for cost collection purposes. 

Note: Incidental cos= (i.e.. Travel and Living or other 
direct costs not driven by haus vorlccd) are not 
normally considered in the development of billable 

,hourly rates and are bil led,  as innosod, in addition to 
' the standard rated billing. 

and erpense levels, including anticipated surcharge amounts t o  a. 

-??c 
'3, 
?'D k ii 

re f lec t  actual expenses incurred 011 the Usage Roject.  

* Denotes revision t o  l a s t  iSSUe 
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Billable Hourly Standard Bates will  differ by level of DCPE 
when a variecy of employee levels charge t o  a Project. In 
addition, a separate rate vi11 be utilized for conuactors if  
a significant d e r  of  such contractors charge t o  the 
Roject. 

Specifically. Usage projects fa l l  into one of the following: 

A. For Rojects such as Technical Analysis. the actual units 
are oniltiplied by the standard rate and the resulting 
amount is di~+&4 by the rmpber of Owner-Clients receiving 
the related deliver&le (e-g.. Technical bquirements 
document). 

B. Bellcore TEC Usage projects are standard rated based on the 
number of student weeks attended d t i p l i e d  by a price per 
s e t  week. '5e Advanced Teechnology InternslaSp Roject 
provides for the delivarg of the Advanced Techpoloby 
Irmova+ion (ATI) pros= in association w i t h  +he 
Information Networking  Institute (INI) at Carnegie-Wellon 
Mversity (clm). Tb5.s Project provides the means  to flow- 
through tui t ion charges on a usage basis (Le.. the nrmbcr 
of parcicipatinp students for each &mer-Client). Bellcore 
acts as an ages for the Owner-Clients in collecting and 
disbursing tuition to Q([I -der the terms and conditions of 
Bellcore's agreement with Cpm. Tho'INI Roject represents 

. cost for the development of courses for the ATI program and 
is allocated to the her-Clients  on a 1/7th basis. 

C. O t h s r  standard rated Usage Rojects VU& use specific 
nmasuremen= (e.g.. hours, CETJ tine, number of pages) 
fpclude: 

- Information Management Distribution - Information Besearch Center - Hicrovave, Badio & Satellite Engineering & Licensing 

- BasicSecuxityhaining - S O X  - Service Order Planning - 800-NASC (-r A ~ s t z a c i o n  h S e h c e  Center) - 

System (MESELS) I1 Couputer System 

Key Network Product Qualiry Xanagement 

2.3 h e r  Client Specific Roieets 

Owner Client Specific Projects are Elective Projects that are 
based on the requirements of an individual m e r .  These 
Ro jece  are billed on a Finn Quoted R i c e  basis. On an 
exception basis, the Board of Directors may determine that a 
Client-Specific Roject be billed its fully loaded costs. 

a 
0 
K 
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2.1 p i c i n e  to Non-Owners for Particination on Owner 
Infrastructure. Multi-Client and Client Suecific Proiects 

A. SN€T and CBI 

Because of the special predivestibrre relationship which 
existed between the Owner-Clients and the Southern New 
England Telephone Company (SNET) and C i n c i n u a t i  Be l l  1%. 
(CBI), SNE'I and CBI are permitted t o  participate in 
Rojec- v ia  a conuacmal arrangement offered to t h e m  
under the term5 of the individual service agreements which 
have been negotiated w i t h  each cqpny .  

* These wnuactual agreements also known as the '-1 Fee' 
and 'Betainex Fee' for  SHET and CBI. respectively. requtre 
-atxi CBI to fundal lpro jec ts  contained wi- the 
Cornmon Work Program (CUP). The projects i n  the CUP consist 
of all  Infrastructure. Wti-Client .  offered Common Usage 
and Ovner C l i e n t  Specific Rojects which Bellcore in its 
reasonable discretion makes available to SlpET and CBI. 
Funding on Owner Client Specific projects may be o p t i d  
providing that the project is not compon nor is there any 
dependency in connection uith any other Ovnsr Project. 

Pricing to SHET and CBI f o r  those Rojects  contaLaed in the 
CUP shall be in accordance w i t h  the. conuac+ually agreed 
price equal t o  total actual Project cost, multiplied by 
their  respective Size Allocation Factor (i.e., 1.672 for 
SNET and 0.65% for  CBI). multiplied by a 1.30 narkup. For 
an example of this calculation. see paragraph 2.1 of 
Section VIII. !lMs markup factor of 1.30 reflects a volume 
discount from the standard Non-Owner markup. 

Both companies are  obligated to fund new pro jece  created 
subsequent t o  the final Bellcore Comnitment Budget that 
fall under the CUP c r i t e r i a  as follows: 

o CBI is obligated to  fund a l l  new Cap projects when 
offered. 

o SNET is obligated to ftmd a l l  new CUP projects but has 
the ab i l i t y  t o  defer bil l ing to the following year. 
If bi l l ing  for subsequent projects is deferred. that 
b i l l ing  is added t o  the folloving year's cclp billing. 

Lel 
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VII. Billine for Non-Owners 

At a means of reducing Project COS= to the Ovner-Clients. Bellcore 
offers Non-Owners the opportunity to share in or obtain Roject 
deliverables and/or services. Revenues derived in this m e r  are used 
to offset Project costs to the frmding Owner-Clients. This section 
will provide the underlying principles used in b i l l i n g  Non-Owners and 
specific details concerning Won-Owner Comon and Specific revenues. 

a 1. Gen era1 Princioles of Non -Owner Ricing 

The price to Non-Owners for licensing of Bellcore products. 

takes into consideration that a Non-Ouner should be charged an 
equitable share of the cost of deliverables produced or serrrices 
provided including Bellcore’s cost of capital). plus a surcharge 
which recognizes long term employee obligations and financial 
risk. and/or the market value of the services and products - 
provided by Bellcore. Bellcore has established pricing guidelines 
which are intended to hplcnent Bellcore’s Board of Directors 
principles for Non-Ouner pricing. These guidelines sete that the 
pricing for products or services t o  Non-Owners should be the 
highest of: 

o Size-based allocation of Project costs plus P m i n h u m  
surcharge, or 

o Threshold price based on the to ta l  Roject cost. A 
threshold price is used where a size-based price falls below 
a predetermined minimum level, or 

o Market or Value price (where available). Such pricing 
algorithms may include a provision for surcharges above the 
minimm pricing level. 

o Additionally. Non-Owner Pricing may be based on standard 
rates (including a surcharge). 

participation in Bellcore Rojects or for Non-Dvpor Specific work 

0 

2. Ron-Ovner Common Revenues 

Amounts billed to Noh-Owners for participation in Bellcore 
projects as well as Licensing of ‘off the shelf” deliverables 
resulting from work in support of the Owner-Clients are developed 
consistent with the Principles of Non-Owner Pricing (see paragraph 
1 of this section). Generally. billing depends on the type of 
Non-Owner who is participating on the Owner-Client project. 

! ’  
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Non-Common U s a g e  based Projects and Non-Ovner Specific 
Projects are bi l led outside the CUP discussed above. Such 
projects are bi l led on a fully loaded actual cost plus 
surcharge basis. 

The SNEZ and CBI Service Agzeements are i n  effect f o r  a ten 
year period ending December 31. 1998. The surcharge levels 
i n  the agreements have been renegotiated and are fixed 
(Le.. surctiarge factor of 1.30 for both SNET and CBI) for 
the remainfng seven pars of the agreements (1992-1998). 

8. Other Non-Oemers 

Amounts b i l l ed  to Won-Ovnsrs o a r  than SNET and CBI for  
participaeion on Owner Infrastructure. X u l t i - C l i e n t  and 
C l i e n t  Specific projects are developed consistent w i t h  the 
Principles of Non-Owner Pricing (see paragraph 1 of this 
section). 

o Purchase of Enurpmrnt Coding services based on a 
standard rate per unt t  +o recover acrual incurred cost 
(Le., Comaon language). 

o Purchase of Traffic Boutipg Administration products 
and Technical. Documcnta+ion a t  a uni t  price which 
includes a surcharge. 

Bill ing generally fa l l s  into these categories: 

2.2'pricine t o  Non-Owners for Particination on Usaee Roiec ts  

Amounts b i l led  to Non-Owners for participation on Owner Usage 
Projects are developed consistent w i r h  the Principles of Non- 
Owner R i c h g  (see paragraph 1 of this section). Stpndard 
rates, based on forecasted annual usage and expense levels, 
are bi l led t o  Non-Owners for  Projects such as Bellcore TEC ard 
Information Xanagement Distribution. A surcharge is included 
in the standard rate charged. 

Amounts bil led to Non-Owners for malnrenance. support e 
minor miloring of Licensed 'off the shelf' deliverable+ whlch 
result from w r k  in  support of the O w m r - C l i e n t s  are bi l led op 
a standard rated basis or  f ired price vhich includep a 
surcharge - 

P 
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3. p o n - h e r  Client Soecific Revenues 

Amounts bi l led  t o  Non-hers  for Non-Owner Client-Specific 
Rojects  are developed consistent w i t h  the Principles of Non-Owner 
Pricing (see paragraph l.of this section). Non-Owner Specific 
vork is offered on an actual cost  plus surcharge basis which is 
often incorporated in a standard rate. Firm Quoted Ricer (FQP) 
are not used for  Non-Owner Rojects.  Exceptions t o  this can be 
made v i th  the approval of the Senior Vice President, Finance and 
Administration. 

3.1 pricine f o r  Non-mer Svecific Work 

If Owner-Client  Rojects  and deliverables are not adversely 
impacted, Bellcore may perform specific vork for  Non-Owners 
which falls into the following categories: 

A. 

B. 

1 

'1 
: i  

-1  2. ;. I 

SNET. CBI and Exchanee and Exchanee Access C o m ~  anies 

A t  the request of SNET. CBI and other Rchange and Exchange 
Access Companies, Bel lcore  may perform specific work f o r  
these Non-Owners  based on their M v i d u l  requirements. 
In these Lnstsnces. these Non-Owners are b i l led  for actual 
incurred costs, as w e l l  as a surcharge amount. 

Non-Exchanee and Non-Exchanee Access Coamanies 

&is categorg includes the following types of Non-Owner 
specific work: 

B,1 Vendor Funded Eauiument Analv sis - Bellcore perfoms 

d ig i ta l  terminal equipment a t  the request of one or 
more Owner-Clients and i n  agreement vith the equipment 
Vendor .  These vendors are bi l led for actual incurred 
costs using standard rates per level of employee 
involved in the analysis, as w e l l  as a surcharge 
amount. Travel and living erpenses are bi l led at cost 
in addition to the above amormts. 

B.2 Vendor b d e d  Owrations Svstems Modifications fo r  the 
Inteeration of N e N o r k  Elements COSIUNE> - Bellcore 
performs Operati- Systems Modifications f o r  rhe 
Integration of Network Elements a t  the request of one 
or more Owner-Clients and i n  agreement w i t h  the 
Vepdor. The vendors are bi l led for  actual incurred 

amount. T r a v e l  and 1iving.expenses are bi l led at cost 
i n  addition t o  the above amolmts. 

tecbnicalanalysis of digital  srritchfngrysroms and 

. .  

~ 

. .  . . :  using s-dard rates per level of employees . .  
involved i n  the analysis, as well as a surcharge . .  9 :  
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B.3 

B . 4  

B.5 

B.6 

B.7 

! '  

Vendor Funded Sofware Product P o r t  ox 
Reimlementation WESPPORZ - Be_llcore performs Verador 
Funded Software Product Porr or Reimplemeutacionr a t  
the request of one or more Ovner-Clients and in 
agreementwith the compurer hardware vendor. The 
vendors are bi l led for actual incurred costs using 
standard ra tes  per level of employees involved in the 
vork effor t ,  as w e l l  as a surcharge amam+. Travel 
and l iving expenses are bil led a t  cost in addition to 
the above amoun=. 

Vendor Funded Technical' Auditing - Bellcore performs 
technical auditing of telecommrmicationr products, 
systems and processes against selected objective 
crireria obtained from Bellcore's published generic 
requirements and industry/nupplier specifications. 
The vendors are bil led for  actual incurr ed costs using 
standard rates per level of employees involmd in the 
work effor t  as w e l l  as a surcharge amount. T r a v e l  and 
LiW are bi l lable  at cost in addition to the above 
amount. 

Government Contracts - Bellcore has collaborated 6th 
various Government agencies in performing research and 
telecommrmicationr plauuing in the Applied Research 
and Generic Requirements - related disciplines. In 
these instances. billing ks based on a C d .  
allowable. incurred cost (including trarel and living) 
in accordance d'ch Federal acquisition Regulations as 
well as a fee. 

- At the request. of AT&T a d  based on.their 
requirements. Bellcore may perform specific work for 
ATST. In  these instances, AT= is bil led for  acadl 
ineurred costs, as vel1 as a surcharge amount. 

Belleore may provide # 'off-the-shew deliverables 
which may require minor tai loring to companies which 
do not provide &=hange and Exchange &cess services. 
These deliverables are provided a t  actual cost plus a 
surcharge amount. 

e- 
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V I I I .  Cost Sharine Revenue Creditinr Process 

In accordance w i t h  thc SerPLce Agreement. revenues realized f r o m  the 
provision of Project SerPLces or deliverabler to Non-hers  are treated 
as payments for sharing in the.benefits/costr of the Projects. Thsse 
revenues are comprised of two components, Size Allocated Cost (SAC) and 
Surcharge. and are applied to owner Projects as cost  sharing revenue 
credits, thereby reducing the cost to the he r -C l i en t s .  

* 1. pevenue Credit Pme s 

There are three categories of cos t - shying  revenue credi ts  
designated as a, CR2, and CP.3 which are described as follows: 

* 1.1 cR1- I* asrrucmre C r e d i t s  from Infrastructure Protects 

cB1 cost-sharing revenue credits represent Infras-ture 
credits generated from direct or indirect Hon-Dvnar 
participation on Iufrastmcture projects. Both dirsct a d  
indirect. sources are detailed bel-. 

Direct sources of CRl re- credits includs those rev- 
credits which are generated from direct H o n - O w r  
participation (primarily SfE I  and CBI) on Infrastructure 
Projects. Specifically, direct participation enta€ls those 
Non-Owners vho are bil led on the same project &at the Owners 
are credited. Both the Size Allocated Cost (SAC) and 
Surcharge components of the Non-her  bi l led amount is 
credited to  the Ovpers on a 1/7& basis on the Infrastructure 
Project which generated the Ron-owner revenue. 

Indirect sources of (81 revenue credits include those rev- 
credits which are generated from a lion-(hmer project tbst is 
closely related to an Infrastructure wrk ef for t  but is bi l led  
on a separate project. In this case, the Infras+ructure 
project is laropm as the 'base' project. S h c e  the 
Infrastructure base project's work effort  was used to derive 
the Non-Ovner deliverable, the Surcharge portion of &e N m -  
Owner b i l l ed  amount i s  credited to  Ovners on a 1/7& basis 
on the I&rastxucture base project. -1es of Hun-her 
vork vhich may be related t o  Infrastructure vork e f f o r u  
includeVendor-Rmded and Licensing Unique 
Projects. 

! '  

* Denotes revision t o  last issue 
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1.2 CR2 - Infrastructure Credits from Elective Proiects 

* CR2 cost-sbaring revenue credits represent Infrastructure 
credits generated fro= Non-Owner participation on Elective 

'projects. For Nan-he r  participation on Elective Projects, 
one-half of the SPrcbarge amourit b i l l ed  to Non-Owners is 
returned as a cB2 Infrastructure credit, 1/1 t o  each Owner on 
Infrastxucuue Projects (the other one-half is covered under 
cB3 below). Ovmr-Clients receive these credits whether or 
not they participate in the Elective Rojecr w h i c h  generated 
the CP.2. This is in recognition of the ut i l izat ion of c-n 
assets, including resources who possess the howledge 
and expertise gained from Infrasrructure Rojects .  

CR2 revenue credits may be used t o  fund a reserve established 
for the year-end true-up of Finn Quoted R i c e  (FQP) Projects. 
Honthly. the Comptroller's Gmuact Administration and Billing 
Deparncent vill make a determination as t o  the portion of c82 
credits which may be released from the resenre and be 
disuibutcd via the revenue credit process described above. 
As described in Section V, this reserve vi11 be u e d  co 'ensure 
thar me year-end --up of FQP .Rojectr  v i l l  resu l t  in a net 
credit to each C J u n e r - C l i e n t * s  Billing. It is ancicipated at 
the reseme credit vill offset additional charges from the FpP 
--up and r d t  in a net credit t o  each Owner's billing. 
S ince  any remaining FQP reserve amaunt is then returned to  the 
h e r - C l i e n t s  as a normal CP.2 credit: the year-end balance of 

. the reserve is alvays zero. 

* 1.3 CR3 - Elective Credits from Elective Roiec ts  

cB3 cost-sharing rev- credits represent Elective credits 
generated from direct or indirect Non-Owner participation on 
Elective projects. ~ 0 t h  direct and indireit souices are 
detailed below. 

Direct sources of a, revenue credits include those revenue 
credits which are generated from direct Won-Owner 
parcicipation (primarily SNET and CBI) on Elective Rojects. 
Specifically , direct participation en ta i l s  those Non-Ovmrs 
who are bi l led on- the same project that the Owners are 
credited. Both the Size Allocated Cost plus the remaining 502 
of the Surcharge of the Non-Owner b i l l ing  amount is crediced 
to the Ovners on the Elective project which generated the Non- 
h e r  revenue. cB3 C r e d i t s  are returned to the E l e c t i v e  
Projecc's Owner-Client participants based on the allocation 
factpr values used to allocate cost. 

* Denotes revision t o  last issue 
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Indirecr sources of CF.3 revenue credits include those revenue 
credits which are generated from a Non-Owner project ht is 
closely related to  an Elective work effort but is bi l led on a 
separate project. In this w e .  the Elective project is horn 
as the 'base' project: Since the Elective base project's work 
e f fo r t  vas used to derive the Non-Owner deliverable, the Size 
Allocated Cost (SAC) plus the r d n i n g  502 of the surcharge 
of the Non-Owner Billing amount is credited back to  the 
Elective base Rojec t  participarcs based on the allocation 
factor  values used to allocate cost t o  che O m r - C l i e n t s .  
W l e s  of Non-Owner work which may be related to Elective 

~~ ~ _ _  . 
work-efforts include V e n d o r - d d  and Licensing Unique 
Support  Work. 

Specifically, cg3 credits which are generated from FQP. Usage a 

a 

and Non-Owner Specific projec- are processed as follows: 

A. Revenue Creditine for Firm Ouoted Price Ro3ects s 
W 

Q 
0 

* Amounts bil led to Owner-clients f o r  K u l t i - C l i e n t  or  Client 
Specific Pian Quoted Price (FQP) Projects incorporate 
a t h a t e d  amounts for cost  sharing revenue credits. As - 
such, the FQP prices are inherently reduced and no QU type 
revenue credits are generated to  o f f s e t  Ovncr bil l ing.  
Instead, these CR3 amounts are sunnned w i t h  Total Owner 
Revenues on a Ro jec t  by Project basis d conpared w i t h  
corresponding Ro jec t  cost. The difference between revenue 
and cost is then booked as the FQP Normalization 
Adjusment, descr ibd  in Section V. 

* 

B. gevenue Creditine for  UsaFe-Sensitive Proiects 

Usage-Sensitive Projects are billed to Non-Owuers using 
standard prices plus an appropriate Surcharge. The CIU 
portion of anticipated Non-Owner revenues from Usage 
Projects are considered vhen standard prices are developed 
for Owner -Cl i en t s .  Accordingly, the Size Allocated Cost 
(SAC) portion of the CP.3 amount is used to reduce cost  and 
results i n  lover r e d  rates for Owner -C l i en t s .  The 
portion of CF.3 w h i c h  represents 502 of the Surcharge is 
credited t o  &e Owner-Funded B a s e  Project (Le.. tbc 
projec t  which is post closely related t o  the Usage work 
effor t ) .  Ihe repaipipg 50% of the Surcharge is reuuned as 
a CP.2 credit. A t  year-end. a --up is perfollcd to a l ign  
revenue and actual cost. However. an exceprion crists for  
Informafion Xanag-nt Serrices (LU) and Bellcore TEC 
ProjecW where the total Non-Owner b i l l i ng  amount is 
credited back t o  the Usage project as cB3 revenue credits. 

* Denotes revision t o  last issue 
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C. peveme Creditine for Non-Owner Suecific Protects 

Revenue C r e d i t s  resulting from bill ing to Non-Owners fo r  
Specific Rojects established solely for the Non-Owners  are 
generated from the Surcharge applied to  Project cost. 
Generally; these amounts are allc-=ated as cB2 cost-sharing 
Revenue C r e d i t s  on a 1/7 basis to all O w n e r - C l i e n t s  on 
Infrastructure Rojects. Thsre Rojects include a l l  Non- 
Owner C l i e n t  Specific vork perfozmed for SNET and CBI. 
However. revenue credits generated from Vendor Rrndsd 
Rojectr  are allocated back 100% as cB3 revenue credits to 
the Owner Funded 'base' Rojects  if the 'base' Project is 
an E l e c t i v e  Roject or 100% as cB1 i f  the .base. Project is 
an Infrasteuccure Project. 

* 

2. Revenue Credit Sources 

Hajor sources of revenue credits include those generated f r o m  SNET 
and CBI Comnon Uork Program billing. Licensing S a l e s ,  N o n - m e r  
Vendor Funded work and G0ve-t contracts. 

2.1 -1 
Billing 

The use of market based values for distribution of rev- 
credits has been eliPinatcd to  suppoq the terms of &e new 
SNET and CBI service agreaents. The use of market based 
values increased the amount of SNET and CBI revenue credits 
distributed from chose selectively chosen Elective Projects t o  
Infrasrruccure Projects. Revenue credits from the CUP are now 
aligned to meet our contractual agreements vith SNEP and CBI. 
as described in  the following paragraph. 

SNET aud CBI's Colmnon Work Program bill ing is based on the 
contractual arrangements described i n  paragraph 2.1 (A) of 
Section V I I .  B i l l i n g  is calculated by multiplying the project 
cost by t b e  relative size allocation factor (i.e.. 1.672 for 
.%?ET and 0.652 for CBI). This resulting amount. also known as 
the Size Allocated Cost (SAC), is then multiplied by a 
contractual markup of 1-30. 

The folloving is an example of Connon Work Program Billing for 

=ample: Elective Project 123456 

- SIET'S Size Allocation Factor 1.672 - Contractual Markup 1.30 

and &e calculation of revenue credits: 

A s v t i o n s :  - Project Cost $2,000 

Denotes revision to lart issue 
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* A. Calculation of SET'S Contracfxal Rice:  

Size Allocated Cos? (Sac) - Roject  C o s t  x Size 
$33.60 - $2.000 x 1.67X 

Contractual Price - SACx Contractual Markup 
$43.42 - $33.60 x 1.30 

* B. Calculation of Bevenue Credfts: 

The Contractual 
following components: 

b i l l i ng  amount of $43.42 consists of the 

Size Allocated Cost (SAC) - $33.40 
Surcharge ($43.42 - $33.40) - $10.02 

The Size Allocated Cost and Surcharge conponen+s are used 
to derive revenue credits as follows: 

CR2: 50% of Surcharge ($10.02 x 50%) - $ 5.01 

CR3: Size Allocated Cost .- $33.40 
a?.: R e m a h x q  Surcharge ($10.02 - $5.01) - $ 5.01 

Total Contractual Billing Amount . 
. (a+-) - $43.42 

2.2 Revenue Creditine f r o m  Licensine Sales Activities 

The following reflects the crediting of revenues that result 
from the b i l l ing  w Non-OwPers for licensing of Bellcore 
Intellectual properties: 

A. The total gross R o j e c t  revenue bil led in a nonth to a Non- 
Owner h reduced by agent fees payable to an Owner-Agent 
a d  the applicable unique Project cost associated Vith 
fulfilling the tenus of rhe Liceme agreenent (i.e., cost  
for  unique mafn-e, support and minor ta i lor ing of the 
Licensed deliverables) and results i n  nef Project revenue. 

! '  

* Denotes revision to  last issue 
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x 

B. The net Project revenue is further reduced by the allocated 
Licensing organizational cost which is prorated 
proporcional to  the year-to-date positive net revenue on 
each Project ( i -e . ,  projects vith a net revenue less than 
or equal t o  zero are not allocated Licensing Organizational 
Cost). This allocated amount (cost) is developed by using 
a percentage derived from the specific Licensing Project's 
ycar-to-date net rev- divided by the total Licensing 
year-to-date positive net revenue. This p-centage is then 
applied to the total current mth in-ed cost of the 
Licmsing Organization t o  determine the cost funded by each 
License. 

C. The remaining revenue for each Licensed product (after the 
reductions ouclined i n  A and B above) 5s allocated i n  
accordance with the Cost Sharing Revenue Crediting Process. 
It is important to note that all Licensing products have 
designated owner-funded "base. Roject(s). 

D. Each month, the applicable cB1, (2.2 and cB3 revenue credits 
generated from the Licensing Sales acti-riq are returned 
respectively to rhe O w n e r - C l i e n t  Projects. In P given 
month, these GR1. (a2 and cB3 revenue credits may be ei ther  
positive or negative amounts based upon the difference 
beeween the available Licensing Sales rev- and the sum 
of the associated unique Project a p t  for  delivering each 
sales effor t  and the proportionate share of Licensing 

Revenue credits are allocated using specific methodologies 
depending on the rype of licensing Project. These 
methodologies are detailed as follows: 

o Rev- credits generated from Unique Support and 
Standard-Rated Unique support Licensing R o j e c u  are 
distributed 100% as CRl credits to the Ouner-Funded base 
Project if the base project is an Infras-we 
Roject. I f  the base Project is an Elective Project. 
revenue credits are distributed 50% as cB2 credits t o  
1nfrasrruCwe.Projects and the remaining 50% as cB3 
credits t o  the base Project(s). 

Revenue credits generated from Patent licensing Projects 
are allocated as CFC? cost-sharing Revenue credits on a 
1/7th basis to al l  h e r - C l i e n t s  on Infrastructure. 

I Organizational cost .  

o 

- 
* Denotes revision t o  1 a S t ' i S s u e  
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o Bevenue credits generated from Bight-To-license. Right 
-To-Use and Commorr liaiurenance Licensing Projects are 
disuibuted as 100% CKl credirs if &e base Project is 
an Iafrastrucnrre Project or at GB2/CR3 credits if the 
base P r o j e c t  is. an elective Rojec t .  using a cost/price 
ra t io  to approximate the Size Allocated Cost (SAC) 
portion of the net b i l l ed  amoamt which is credited to 
the base Project. The r e  - g amount vhich represents 
the Surcharge poreion of the Non-Owner bi l l ing  amount is 
distributed SO% as cB2 and 50% as additiondl cB3 credits 
t o  the Bare Roject.  

E. As noted in D.' certain licensing projects apply a 
Cost/Rice Batio to derive the size allocated cost portion 
of the net b i l l ed  -t. The conponen+s of rhe Cost/Rice 
ra t io  axe as follovs: 

S i z e  Allocated Embedded Development Cost (Cost) - The Size 
Allocated Embedded Developnent Cost is obtained from an 
approved price proposal dowznent and represenu the cost 
expended by the  Ovner-Clients to develop/produce the 
Ucensed deliverable sire allocated for the applicable Hon- 
Owner client. 

Contract P r i ce  (Rice) - The Conuact Rice ir obtained 
fron an approved conaac t  (whi.ch i q  supported by an 
approved pr ice  proposal) w i t h  a Non-Ovner and represents 
yie size allocated embedded development cost plus surcharge 
and narket additive, if any. 

Tbe following is an ezample of the rev- c r e d i t i n g  process 
for a Licensing Sales R o j e c t  usiug the cost/price r a t i o  for' 
revenue crediting purposes: 

5- 

Gross Rojec t  Ilevowe: 
Right-to-Use Pee 
S e d c e s  

Total Gross Project Revenue 

Less Unique Project Cost 
(see Section V I 1 1  2.2 A) 

N e t  FrojecpRevenue 

7.8 
6.1 

PBOPBIETABY - 
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Ne= Project Revenue 9 .0  

Less Allocated Cost of Licensing 
Organization (see Section VI11 2.2 B) 

Revenue Available for P.evemre Credits 

(4.9) 

4.1 

Determine rhc Size Allocated Cost using 
the Cosz/Priee Lcatio (4.1 x -72 - 3.0) 
and determine the revenue credttr from 
the Size m e t e d  Cost (see calculation 
of CootfRice Ratio below) : 

3.0 100% To Base Projects ((2.3) 

Determine the Surcharge (4.1 - 3.0 - 1.1) and 
the revenue czedits from surcharge: 

501 To Base Projects ((2.3) 

501 To hfrasrruchlre Rojects (ca2) 

1.1 x 50Y - 0.55 

3 
)I u 
CE 
B, 
0 
QL 

II 

1.1 x 50% - 0.55 

Total Qu hadits to Base Projects 
Total cB2 Credits t o  Infrastructure Pzojects 

3.55 
0.55 - 

Total Rev- C r e d i t s  4.1 

Cost/Price Ratio Calculation: 

Size Allocated Embedded Development Cost 

Contract Prfce - Unique Cost 

Cost/Price Batio - 
$14.982.8 K - 
$20.726.8 K 

! I  - -72 Cost/Price Patio 
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2.3 + 

B. A t  year-end. a --up is performed to align each Vendor 
Funded project’s revenue with actual project cost incurred. 
Specifically. the year-to-date project revenue is 
subtracted from year-to-dace project cost. This difference 
represents the amount subject to crue-up. 

C. The --up m u n t  dculated in .B. above is then reduced 
by the allocation of Pre/Post Costs. These costs represent 
the nazketing and contract negociation expenses inturred on 
behalf of each of the four Vendor Fyded work categories 
(i-e., Equipment Analysis. OSMINE. VESPPOR and Technical 
‘Auditing) and are isolated on four separate cost collection 
projects. The year-to-date cost of each Pre/Post cost 
collection project is allocated t o  all Vendor Funded 
projects which constitute chrc specific work category. 
Allocacion of Pre/Post Costs is based on the relative 
percencage of year-to-date project cost for each Vendor 
Funded project to the sum of project cost for the 
particular Vendor Funded work category. 

D. Zhe trw-up amount. after the allocation of =/POST costs, 
(positive or negative) is then credited lOOZ to each Vendor 
Funded project’s Owner-funded Base project as a CR1 credit 
if the base project .is an Infrastructure project or as a 
cB3 credit if the base projecc is a x  Elective project. 

The following reflects the crediting of revenues that result F 

Vendor Funded Equipment Analysis, OSXINE. VESPPOR and -. 

A. On a monthly basis, these Won-Owner Specific projeccs are 

from billing Non-Owners for Vendor Funded work, which includes 

Technical Auditing. 

billed using eider srandard rates or a fixed fee, both of 
vbich include a surcharge amount. Nonthly revenue credits. 
however. are not generated. Instead, on a project by 
project basig. d e  difference between revenue billed and 
a c n d  costs incurred is recorded. monthly as a 
normalization revenue adjusunent. as noted in paragraph 3 
of Section IX. 

P 

tj 

“1 .. 

.. 

2.4 pevenue Creditine from Govehent Proiects 

Revenue credits w i l l  result from che collaboracion with 
various ,government agencies in performing research and 
telecomdnmications planning in the Applied Research and 
Generic Requirements related disciplines. On a monthly basis, 

Denotes revision to last issue 
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these Non-(kmer Specific projects are bi l led actual, 
allowable. incurred cost  i n  accordance vith Federal 
Acquisition Regulations as vel1 as a fee. &venue credits. 
hovever. are not generated on a monthly basis. Instead. the 
difference between revenue bil led and actual costs incurred is 
recorded monthly as a nonnalization revenue adjustnent. Due 
to the nature of Government contracts. normalization may be 
carried over from one year t o  the next until  the governmental 
contract and audit has been completed. 

. 

Once the audit has been completed. a true-up is performed to  
align project revenue +d project cost with any residual 
re- amaunts given back +o the Owner-Clients 100% as CP.2 
credits. Homer. if the contract audit i o  completed V i e  
thesame year. a base p ro jec t i s  designated and residual 
re- amaunts are given back t o  the Ovners on the designaced 
base project. Revenue credits are given back either as cB1 
credits if the base project is an Infrastructure project or as 
c83 credits if the base project is an Elective project. 

IX. &dfusancnts to - 
In cerrain ins-es. Bellcore records Revenue Adjustment mansactions 
t o  align Project cost with revenue on a monthly basis. Thtte 
adjustments to revenue are temporary i n  =tune and result from timing 
differences between the recognition of revenue and the incurrence of 
cost on certain projects. Spch Revenue Adjustments fa l l  into one of 
five categories as follovs: 

1. Firm Ouotod Price (FOP) Cost/Reverme Variance 

In accordance with the F b  Quoted Rice (FQP) process described 
in Section V, the FQP cost/rev- variance is recognized as au 
adjustment u) revenue under the following account: 

302-812 Adjusments - FQP Normalization Accrual 

In addition. an offsetting entry is made to one of the following 
Balance Sheet accounts: -. 

109-311 Actual FQP Variance - tinder-Recovery 
214-241 &mal FQP Variance - Over-Recovery 

At year end. the cost/revenue variance is distributed/charged t o  
mer-Cl ien ts  via the true-up process described in Section V. 

I '  



173 

Bellcore Accamting Instruction 03 
Comptroller's Accounting Instructions Effective Date: 01/01/80 

Reissued: 07/13/92 
Page 24 of 33 

BELIMRE BILUNG & BILUING AUKATION PROCESS 

2. pdvanced Amroval Proiects 

Advanced Approval projects i s o l a t e  c o s t  incurred on projects, 
undertaken at the request of one or more Owner-Clients o r  Non- 
Ovners &at are still awaiting formal approval by an authorized 
represatat ive before being bi l led  out. Since final h e r - C l i e n t  
or Won-Owner participation has not yet been established for an 
Advanced Approval Project. the initial revenue adjustment t o  
record the value of the deferred cost associated vith such a 
Project is recognized under one of the following accomts: 

302-813 Adjusments - Advanced Approval Projects - Ovners 
302-818 Adjusments - Adv-ed Approval Projects - Non-Owners 

In addition, m of f se t t i ng  entry 
&dace  Sheet accounts: 

is nade to one of the following 

110-997 Deferred Charges - Advanced approval - Ron-Ovners 
110-999 Deferred Charges - Advanced Approval - Owners 

Once formal approval is received by the authorired 
representative(s), the adjustment t o  revenue is reversed and 
b i l l ed  as operating Revenue under the f o l l u w  accounts: 

301 Ovner Revenue 

301-111 Operating Rev-e - Telesector Besources Group 
301-211 Operating Rev-e - B e l l  A t l a n t i c  Network  Services, Inc. 
301-311 Operating Revenue - BellSouth Teleconummications. Inc. 
301-411 Operating Revenue - AMritech Serr ices .  Inr. 
301-511 Operating Revenue - Southvescern Bell Telephone Co. 
301-611 Operating Revenue - US Vest Advanced Technologies 
301-711 Operating Revenue - Pacific Bell 

301-112 Client Specific Operating Revenue - Telesector 
301-212 Client Specific Operating Revenue - B e l l  Atlantic 
301-312 Client Specific Operating Revenue - BellSouth 
301-412 Client Specific Operating Revenue - -rite& 
301-512 Client Specific Operating Revenue - Southwestern B e l l  
301-612 Client Specific Operating Revenue - US V e r t  
301-712 C l i e n t  Specific Operating Revenue - Pacific Bell 

301 N o n - h e r  Revenue 

301-911 Operating Revenue - Non-Omer 
301-912 Operating Revenue - Non-OwMr C l i e n t  Specific 
301-913 Operating Revenue - SNET 
301-914 Operating Revenue - CBI 
301-915 Operating Revenue - AlhT . 
301-916 Operating Revenue - Licensing 
301-917 Operacing Revenue - PatentsfLicensing 

PRoPmETaKy - BELLCORE AND AUT€IO+~CLIENTS ONLY 
See proprietary restr ic t ions pn a t l e  page 
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BELU0P.E BILLING h BILLING -ON PROCESS 

3. Revenue Normalization 

Certain Bellcore projects are billed on a standard rated basis. 
These include a l l  Usage projects and Standard Rated Non-mer 
Specific projects (e.g.! Vendor Funded. Government projects, 
etc.) . Therefore. it 1s necessary to temporarily a l ign revenue 
with Project cost by booking an adjusment to revenue (i.e.. 
normalizing revenue). Revenue No~malization is recognized as an 
a d j u s w n t  to revenue under the following pccollllt: 

302-816 Adjustments - Normalization (ExCeznal) 

a 

a n 
a 

In addition, 
Balance Sheet accounts: 

an offsetting epay is made t o  one of the following 

109-122 Under-Recovery - Normalization <External) * 
I- u 

0 
Q 

214-122 Over-Recovery - Normalization (External) 

A t  year end. or, throughout the y ~ a r  at the direction of 
Comptroller's Contract Administration and Billing Department, 
residual cost/revenue variauces are airtribu=d/cbarged t o  Owner- - 
Clients or Non-Owners v i a  rhe true-up process. 

4. Revenue Credic Reserve 9 

As mentioned i n  paragraph 1.2 of 
c r e d i a  held i n  reserve is recognized as hn Adjuswnt  
under the following account: 

Section VIII. the portion of CR2 
t o  Revenue 

302-817 Adjusments - Revenue Credit Reserve 

In addlaon. 
Sheet account: 

an offsetting entry is nade to the following Balance 

214-251 Revenue Credit Reserve 

Ilonthly, the Comptroller's Contract Administration and Billing 
Department vi11 make a determination as t o  the portion of CR2 
credits which should be held i n  reserve or released and 
distributed via  the normal revenue credit process discussed in 
paragraph 1.2 of Section VIII. This reserve vi11 be used to  
offset any additional bill ing from the year-end true-up of FqP 
projects. resulting i n  a net credit t o  each Owner's bill ing.  

! '  
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< >  

5 .  Deferred B i l l i x  . 1  

7 A t  the direction of the Owner-Clients. the bi l l ing or bil l ing and 
associated credit ing fo r  a R o j e c t  buy-in, vbish represents mer-  
Client participation subsequent to the scazt of a Roject .  may be 
deferzed in accordance w i t h  a schedule agreed upon by the 
participating h e r - C l i e n t s .  Such deferments are granted EO the 
buying - in h e r  - Client by &e participating Ovner-Clients . 
Related interesc is calculated in a manner consistent w i t h  
interest charged for overdue paymenu as described in Section 7.6 
of the Service Agrement. 

Bellcore recognizes any such deferred bil l ing amounts, by Owner- 
Client, as a debi t  t o  Deferred long term or short term, 
under the following accounts: 

.. 

J 
:I 

Charges. 

109 Other PreDawents 

109-211 Short-Tern Deferred QLarges - dmeritech 
109-212 Short-Tern Deferred Charges - B e l l  A t l a n t i c  
109-213 Short-Term Deferred Charges - BellSouth 
109-214 Short-Term Deferred Charges - Telesector Bcsources Group 
109-215 Short-Term Deferred Chargez - Paci f ic  Bell 
109-216 Short-Term Deferred Charges - Sout l~~estern B e l l  
109-217 Short-Term Deferred Charges - U S WEST 

U O  Deferred Charees 

110-711 Long-Tern Deferred Charges - Ameritech 
110-712 Long-Tern Deferred Charges - Be11 Atlantic 
110-713 Long-Term Deferred Charges - BellSouth 
110-714 Long-Term Deferred Charges - Telesector Resources Group ~ 

110-715 Long-Tern Deferred Charges - Pac i f i c  B e l l  
110-716 Long-Tern Deferred Charges - Southvestern B e l l  
110-717 Long-Term Deferred Charges - U S WEST 

.. 

* In addhion, a corresponding credit is made, by Owner-Client, to 
Revenue Adjustments under the following accounts: 

302-931 Adjuranents - Bneritech Sexvices. Inc. 
302-932 Adjusunents - B e l l  Atlantic Iietvork Serrrices. Inc. 
302-933 Adjusuaents - BellSouth Telecommmications. Inc. 
302-934 Adjusanents - Telesector Resources Group 
302-935 Adjus-nts T Pac i f i c  Bell  
302-936 Adjusunents - SouthvestemBell Telephone Co. 
302-937 Adjusanents - U S WEST Advanced Technologies 

I +  

* Denotes revision t o  last issue 
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* When the subsequent payments of deferred billing amounts are made, 
the revenue adjusrment accouut i s  debited and the Deferred Charges 
account is credited. 

X. Miscellaneous Revenues 

In addition to  revenues from Owner and Non-Owner projecrs. Bellcore 
realizes miscellaneous revenue frw both work performed on a 
centralized basis a t  the request of the Owner-Clients which does not 
produce any BBllcore techpical deliverable and customary business 
practices which incidentally generate revenue. 

The entities which represent such work perfomed on a centralized basis 
include National Exchange C a r r i e r  Association (IC~CA), Kicroelectronics 
Gorp: (ncC) and the Nuder Administration & Service Center ( W C )  for 
which there entities are billed the cost w e d  by Bellcore. NECA and 
XCC revenues are reco-ed imder account 302-9ll: Hiscellaneous 
Beoeraucr - Billed and N k C  revopue+ are recognized under accoupt 302- 
Sl5: Mircellaneous Rev-s - 800 W C .  

Examples of fur- business practicer which iEfidereally generate 
revenue f a l l  fnto ope of the four following categories: 

1. Revenues resulting fron Interest Income generated from overnight 
investments, over& invoice payPoen++ o~ deferred billing are 
returned as cB2 cost  sharing revenue credits on a 1/7th basis. 
Interest Ineome from overnight imes-nts is recognized under 
account 302-311: Interest Income. Interest Income generated from 
either overdue invoice payments or deferred billing is recognized 
under account 302-4ll: Interest Income - Accorm+s Becei-rable 
Billing. 

2. merues which reimburse Bellcore f o r  related cost such as: 

- Systems !training revenue from Technical Education h Training 

- - Parking space rent 

Division (TEID) or Education. Training h Development (ET=) 
AT&T Ibployees Federal Credit Union rent 

These revenws are 
Revenues - Billed. 

! '  

* Denotes revision W 

I 

recognized under account 302-911: Kiscellaneous 

1st issue 
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3. Revenues for vhich there is no directly related cost  and which are 
returned to  the he r -C l i en t s  as a CP.2 cost sharing revenue credit 
on a lnth basis: 

- Vending machine sales . - American Express rebates - 
- Inrurancereimburs-t - Waste paper sales - Exchange Magazine subscriptions - Royalties - Proceeds from the sale of fixed assets 

These rev- are recognized under account 302-811: Hiscellaneous 
Bevenues - Won-Billed. 

4. Revenues from O t h a r  Owner-Affiliates represent usage bi l l ing t o  
h e r  ent i t ies  separate fran the --Client w i t h  vhich Bellcore 
enters into the Service Agreement. l’hese rev- are recorded 
separately and fall  outside of the a f f i l i a ted  OwPer-Client’s 
Comiarient Budget level of rev-. Examples of this q p e  of 
revenue include Infomation mement Distribution and 
Infozmation Research C e n t e r  (IRC). These revenues are recognized 
under Account 302-911: ~scellaneous Revenues - Billed. 

Limited P-rship Disaibution (Sou&gate Corp Office Center) 

. i  

‘ 1  
i 
1 

J 

:1 
3 
3 
c. 

* XI. pIon-Revenue Generatine bliscellaneous B i l l i n g  

Bellcore nay produce b i l l s  vhich do not generate Owner. Won-Ovner or  
Mircellaneous Bev-. Father. the paynents received are directly 
credited against cost associated with either a previous expenditure not 
incurred in the delivery of a Bellcore Project. or for  those previowly 
incurred employee expenses from w h i c h  Bellcore has subsequently been 
reimbursed. Specifically, this rgpa of &cellaneou+ bi l l ing falls 
v i e  NO categories. h e r  Bequested Flov-Thru Payments and Employee 
Rehbursenents t o  Bellcore. Thc.e categories are described as follovs: 

1. Owner Reauested Flow-Thru Pavmenes 
1 A t  the request of an Dvner-Client. Bellcore may generatd a 

Hiscellaneous B i l l  and accept payment f o r  the reimbursement of an 
equivalent expenditure made by Bellcore to thi td  parties. These 
cypes of miscellaneous b i l l s  include the folloving: 

! ‘  

* Denotes revision t o  last issue 
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1.1 Eonduir B i l l i q g  

Conduit or .Rov-thru* billing is generated from services 
rendered (e.&. CPIDS. IS-=. SURS. S l l l f S O O .  T - W )  t o  
Owner-CJients and N o n - O n u r s  by a m h e r  O m r - C l i e n t  for vhicb 
Bellcore is both the billad party and the racipient of 
paymeat. As P semice u) th Cwnez-cLienc. Belleore vi11 pay 
the b i l l  m &e serv ice  prcmidhg OWcr-CLient and vill offset 
+hir cost (recorded -rarily as a Deferred Charge) by 
billing the r M i c e  receiving OVaar-Clients A 1pon-Ovners. 

1.2 Em01 wee Bormr Pavme n t s  

Bellcore is of- requested t o p a y r r o u d o u a l  employee's 
bonus for work performance prior t o  routing to  Belleore. 
Bellcore rrill -0rarily chsrga thc cost of thc bonus to 
S a h z y  -e a d  grnarttc a bill to the emplope'o home 
conpplyvi- the same moa&. thceaby c r e d i w  S a h q  
Expease on &e approprS.m Project. This conespanding credit 
to siL.rJr Rparse V i l l o B h t  thc -?aqy bonus charge. 

2. Reimbutsanmtr t o  Be- 

Ballcore may also generate a Hiacellmaous B i l l  and credit related 
Project .xpanre vbarc an exuplope has rei&cused tbe -any for a 
given expense. 'Lhese q p e s  of IpLcelhmxms bill+ are utegorized 
as follows: 

2.1 Aid Reewery 

Faployee fxi t ion which' is p&d by Bellcore is doM so on thc 
sondition of hilfilling CertaJn requirmea- (Le..  
grade. eontinucd servieC). Ilrp.sprnt of tuition k required 
i5thcseeopdition+aremt met .  hllcore will generama 
Hiscellawnu b i l l  to recover. the cost of thc Wtim. 
aediz5zag thc expense u-t on rhos= Roject(s) originally 
charged. 

2.2 Vou*her R n u W a n  t 

I f a  vuuchercd emplopae expease axeem& allovaace 
entitlements. repayment is required. Bellcore v%ll generam a 
bill requestkg eaployee r v t  rrd ni.ll credic the -e 
rccount(s) m the Projectcs) orig&ally chm-ged. 
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XII. Billine Formats 

Billing to Owner-Clients reflects the cost allocared to Infrastnuture. 
a d  Elective (i-e.. Multi-Client. Usage and Client-Specific) Projects. 
less cost-sharing revenue credits generated as a result of billing to 
Non-0Mer.s. Specifically, Ovner-Clients' bills currently consist of: 

Invoice Displays current principal billing 
supplemenc cbarges and 
adjustments. interest and total 
amount payable 

payments and unapplied credits 

Customized Bill Supplement for 

(Multi-Client, Client-Specific & 
Usage-Seusitipe) 

Customized Bill Supplement for 
Infrasuuc-e & Elective pxojects 
(Multi-Client, Client-Specific h 
Usage -Sensitive) Adjustments 

Summary of Interest Due 

Billing Detail for Standard 
Rated Projects 

Usage - Sensitive Project Credits 
Billing Detail Supplement on 
Usage-Sensitive Projects 

sta-ut Displays all open invoices. 

Principal Billing 
Supplement Infrastructure h Elective Projects 

Adjus-nt to Principal 
BilLLng Supplement 

Supplement F 

Supplement T 

Supplement Y 

Supplement 2 

The Supplements detail €QP price, Project w e .  cost associated w i t h  
certpin Projects, the basis for cost allocation, the allocated amotmts 
and cost sharing ravenu credits from N o n - O v w r  participation. ~n 
overviev of the Supplements is shovn in Appendix C. 
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XIII. Monthlv Billing 

In accordance wi th  the Service Agreement, b i l l s  are rendered on or 
i about the 10th  vorking day of each month for services provided i n  the 

previous month. This bil l ing is based on expenses in-ed during the 
previous month and Firm Quoted Prices. Payment terms are net &iry 

t days. Interest is charged on any overdue amounts. Bellcore vi11 
normally recognize rev- when a b i l l  is ksued. However. for cerrain 
Non-Owner wrk effortr .  tbe recognition of revenue may be realized vhen 
cost  50 inmured or when a specific deliverable is produced, a5 opposed 
to the date of the invoice (e.g.. Contel. Amdahl). 

XIV. Financial ReDorts  Available 

In order to aid %XI the management and control of revenues, the Enhanced 
Budget / lLccounting Cost System (EBACS) provides for each R o j e c t  the 
budgetedcostandrcvcnueversus actual cost and revenue. The key 
reports explained below reflect this level of detail by Project, 
Product. Work Rogram and Oarnerflon-0vner. 

The w1 series is used t o  d t o r  t o t a l  revenues at  the Work Rogram 
level. PFSs detail cost/revenue by Work Program for actual and 
budgeted cost/revenue for the current month and year-to-date. These 
reports are available for Infrasmrcture. Multi-Client. Usage and 
Client-Specific Rojec t  types. 

The PE20 series details current month and year-to-date Owner and Non- 
Owner bi l l ing by Project type and Work Rogram. The reports detail 
tbs actual and budgeted gross allocated c o s t .  cost sharing revenue 
credit and the N e t  bil led amoupt. 

The PB30 series is for internal Bellcore use. These reports track the 
revenue/cost vatianee on Firm Quoted Rice Multi-Client and Client- 
Specific Projects. 

The pB70 series is used to monitor Ovner revenue by Produftsfiorlc 
Programs. are produced, one set for each 
of the Owners based on their definition of Productsflork Programs and a 
sef for internal Bellcore use based on its definition of Products and 
Work Rograms. 

E i g h t  versions of the report 

* Denotes revision t o  last issue 

PRO- - BELT.COm AND AUTHOXZED CLIENTS ONLY 
See proprietary restrictions on t i t l e  page 
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m e  NzB series (NZR-7 and NZR-8) is for internal Bellcore use. These 
reports detail actual and budgeted revenue normalization for standard 
rated projects on a current month aud year-to-date basis by Bellcore 
Vice President and &sistant Vice President organization. 

The EA#5 report is fo r  internal Bellcore use. This report displays 
budgeted and actual earned revenue by Vice President and by Assistant 
Vice President organization. Earned revenue is equ l  to  Net Cost for  
Infrastructure, U s a g e  and Client-Specific Non-Ovper Projects. For 
Owner Client-Specific and Kulti-Client Projects, which are generally 
a l l  Finn Quoted Rice, easned revenue is Owner Firm Quoted R i c e  plus 
Non €&filiate Bevenue Credi= (HARC). The W 5  is available on a Year- 
to-Date and an Ammal basis. 

The ~gapiza t rona lkkrg in  Analysis'kport is for i n t e n d  Bellcore use. 
The report displays organizational budgeted cost. budgeted revenue. 
actual reveznxe, actual cos t ,  actual margin-surplut def ic i t  and budgeted 
margin-surplus deficit by Vice Resident and by Assistant V i c e  
President organization. The report is available on a monthly and an 
d basis. 

The BEl Series (BIIl. BguL and BB1B) i s  for internal Bellcore use. The 
reports detail actual and budgeted cost for t o t a l  Bellcore, Owner and 
Non-Owner bill-. The reports are available on an annual basis. 

The pB8 report se r ies  is a cost/revenue report forhinterad Sellcore 
use. Pages 1-3 provide detailed cost information. Page 4 of the 
report provides actual versus budgeted earned revenue for each 
orgmization and Project for the current nonth and year-to-date. 
Earned revenue is total Owner and Non-Ovner revenue that is credited t o  
a particular Project o r  Organization. The report displays the earned- 
rev-, if applicable to  the Project, by Owner along with any Non- 
Owner revenue credits. Ouner revenue is  the amoat bil led to  each 
Owner for a Project and credited t o  an organization based on cost. The 
Non-Owner revenue is displayed by revenue . c r ed i t  type (cB1. cB2 and 
a). For each credit type the earned revenue amount credited t o  the 
organization and Project is separated into &e Non-Ovper category that 
generated the revenue. The report also includes a funded cost category 
in the Non-Owner section for projects vhich are par t ia l ly  o r  to ta l ly  
fudedby Non-Ovnerr. "he'PB8 report series includes a by 
organization. Work Rogram and Project rype. Appendix D contazm the 
sample Toral Company report &ich displays the Owner and Non- 
Owner Revenue categories. 

Summary 

PROPRIEURY - BELI.COm AM) AuTRoBlzED CUENTS OHLY 
See proprietary restrictions on title page 

$ 

1 

j 

! 
.J  

. 1  



I' I 
!. 

i 

u 

t;. 

I :. 
L. 

t -  
i 
L 

Bellwre 
Comptroller's Accounting Instructions 

Accouutine Instruction 03 
Effectivq-Date: 01/01/84 
&issue&: 07/13/92 
Page 33 of 33 
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On an annual basis, rhe BR24 and BR25 are produced. These reports 
summarize annual revenue by Project. Project type aud Work Program. 
The 8g24 details oVner,fNon-Onrer gross allocated cost. cost shaxiy 
revenue credits by type (a, cB2 6 QC3) end net billing. The BE25 as 
at the total Project level w i t h  &e same cost urd revenue detail.  
These reporcs are used in Bellcore's Anaual Report to  Shareholders. 

The BB74 reports are available for  year-end reporring. These reports 
are  s i d k  to the BFS4. however. the BR7L summarizes gross allocated 
cost. revenue CredLts  and net revenues by Product and Work Program. 
S e m  -ions of the BR74 report are produced based on each Owner's 
definition of Products and Work Programs. 

Ftzrthermore. actual revenue versus budget detail is reflected on a 
current m a t h  and year-to-date basis on the Administrative Statement of 
Incoma (FB#l) and the Financial S e a t e m e n t  of Income (m2) and their 
respective supplemeats (#1 Suppl-e ami -2 Supplenent). 

XV.  Conclusion 

This narrative has provided a description of Bellcore's Billing and 
Billing Allocation Process, and is intended t o  give a better 
understandm g of  the underlying structure and rationale behind 
Bellcore's B i l l i n g .  In  addition to  this description, &e Billing 
Allocation Manual is available for referencing @e operating procedures 
vhich support &e Billing Allocation Process. This description and the 
associated -1 will be maintained on a current basis. Questions 
regarding inrorpre=tion and/or requests for a d d i t i o n a l  information 
should be referred t o  Bellcore's Comrate  Accounting/Accountinz 
Nethods Group. 

Comptroller 
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BEUCORE BILLING 6. BILLING AlLOCATION PBOCESS 

(A) 
X of TOTAL 

SOUTH- T E E -  
BASIS AtzDc. AWERI- BELL BELL PACIFIC WESTERN SECTOR US 
No. BASIS 'IZM ATLANTIC SOUTH BELL BELL RES. GRP WEST _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _  _ _ _ _ _ _ _ _  _ _ _ _ _ _ _  ------- -------- ---_---- - - - - - -  

14.3 11.3 14.3 14.3 14.3 14.3 14.3 1 IJmmSHIP 

7 6 Pg. AVG. 

*' 16.0 12.5 % OF TOE 
h TPIS (a) 14.0 14.4 17.1 13.6 12.4 PJg 

u 
e ?& 
0 
,EIc 

(a) SOURCE: Financial D a t a  f o r  1984. 1985. 1986 and 1987. Based on the 
Average of Total Operating Expense (TOE) and To& P l a n t  in 
Serrrice <TPIS) f o r  the above years as approved by the Board 
of Directors in October, 1989. 

Note: The above allocation factors apply to current project vork. 
Hovever. these factors may be adjusted t o  accommodate b i l l ing  and 
buy-ins associated w i t h  Board approved obsolescence discounts. 

- 
The following allocation factors no longer apply to  current project vork. 
B-er, their use may affect backbilling associated w i t h  buy-ins f o r  
d t i - y e a r  pro jecu .  

1987 FACTORS - BY OWNER-CLIENT (B) 
I of TOTAL 

s m -  TELE- 
BASIS m. m- BELL BELL- PACIFIC WESTERN SECTOR US 

BASIS TECH ATLANTIC SOUTH BELL BELL FSS. GRP WEST No. _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _ _  _----__ _ _ _ _ _ _ _ _  - _ _ _ _ _ _  ___- - -_  ____- - - -  - -__----  - -_- -_ 
16.9 12.3 

15.0 12.9 

14.9 12.1 

3 ExpmsEs 14.1 11.9 16.4 13.8 11.6 

4 -  13.7 14.2 17.7 13.4 13.1 

6 ACCESS LINES 15.7 16.5 16.1 12.9 11.8 

AVE8AGES : 

7 Exp. h INV. 13.9 14.6 17.0 13.6 12.4 15.9 12.6 

(b) SOURCE: Year-End 1986 Financial Dam. 
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Bellcore Accomting Instruction 03 
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BELUXRE BILtWG h BIILL?G AIUCATION PROCESS 

DEJ!&IL OF BILLING -S 

This supplement de-& Owner billing on Infrastructure and Elective 
Projects. The supplement is customized to each Owner's reqUirenents 
vhich includes billing at rho product and program level. .' 

Adiusuoent t o  Princiod Billine SuDDlement 

Owner 

This supplement d e w  any adjus-ts to Owner billing on 
Infrastructure and Elective Projects. The supplement is in thc sarw 
format as the Principal Bill- Supplement. 

Sumlement D pROPW\E7 
This supplement provides derail on Conduit (flow-through) hilliqg. 
This billing is for services rendered t o  the h e r s  by non-Bellcore 
entities for which Bellcore is the billed parq. Bellcore pays the 
bill to the service. provider and recovers these amounts from the 
Owners through Conduit Billing. The amoIplts for services are shown on 
Supplement D and are prddcd t o  the Owners as a separate bill. 

Non-Ovners 

This supplement provides detail on Condutt (flow-through) billing. 
This billing is for services rendered to Non-Dwners by non-Eellcore 
entities for which Bellcore is the billed party. Bellcore pays the 
bill to the senrice provider and recovers these aa~~uuts from the Non- 
Owners *ough conduit Billing. The m t s  for the services are 
shown on Suppl-t D and are provided to the Non--err as a separate 
bill. 

PROPBIETABY - BELI.COm AND AupioRIzED CLIENTS ONLY 
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BELLCOP22 BILtING & BILLING ALLOCATION PBOCESS 

i 

1 ;  P. >- 3. 
'1 

7 

. 3 

' t  

Suuulement F 

owner . i  

This supplement details interest amounts due on unpaid balances and 
any interest charges associated w i t h  project buy-ins. 

Non-her 
il 

This supplement details interest amoamts che on unpaid balances. . . I  

nt 

pon-Owner: 

This supplement details the pTR/LyFLB hours. srandard rates and 
chargeable expenses (i.e. Travel a d  L.i- for licensing revenue 
billing. 

SuDDlemcnt T 

Ovner - 
2M.s supplement provides billing detail associated with Standard-Rated 
Usage- Sensitive Work. 

FTon-(Xmer 

Thi+ supplement provides billing detail associated wi th  Srandard-Razed 
Specific Work. 

Sundement Y 

This supplement provides detail associated v i t b  prior period credits 
on Usage-Sensitive Projects. 

Nan-Owner 

This supplement provides detail associated vith prior period credits 
on Usage-Sensitive Projects. 

PROPRIETARY - BELLCOBE AND A U E I O Z E D  CLXENTS OKLY 
See proprietary restrictions on title page 
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BELLCOBE BILLJNG 6 BILLING ALu)CATION PROCESS 

Sumlement Z 

Ovner 

This supplement provides derail on Usage-Sensitive Rojects (i.e., 
Bellcore TEC. mS). 

Nan-Owner 

This supplaenc provides detail on. Usage-Sensitive Projects (i-e., 
Bellcore TEC. IMS). .. 
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BELLCOBE BILLING & BILtZNG AtLocATION PROCESS 

Comptroller's Operations 
and Procedures - "Bellcore 
B i l l i n g  Allocation Mamdl. 

Billing h Accounts Receivable 
System (BARS) Rocedure and 
User Hand 

Descriotion 

This manual documents the bil l ing 
allocation methodologies aad 
processes used for  allocating 
billable project costs anong 
Bellcore's her-Clients and Non- 
Affiliates. The M. is 
organized into No parts. The 
first p a r t  documents the Billing 
and Accounts Receivable System 
(BARS) vhile &e second part  
documents the S- Rated 
B i l l i n g  System (SRBS). a 
subsystem of BARS. 
2 of Appendix E fo r  thc Table of 
Contents of tbe g B % l l i n g  
Allocation Mazmalg. 

Refer t o  page 

This manual 
reference guide for  the Bbas 
user. The manual docrrrnents BABS 
processing and defines the 
functions and processing steps 
vhich the system performs. . 
Each topic cavered in  the BARS 
Racedure and U s e r  Kanual  
contains the following sections: 
Overriiev. Purpose and Scope. 
Inputs. System Processing. 
hltputs. 0-r Reference k e a s .  
O t h e r  Considerations and 
Exhibits. 
Appenaix E for the Table of 
Con+em of the BARS Rocedure 
and User Manual. 

designed to be a 

Refer to pages 3-5 of 

PROPBIGULBY - m P - J 3  AND AUMORIZED cLIR4TS ONLY 
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v 



! 

J 
Hellcore Accounting Irytruction 03 
Comptroller's Accounting Instructions . Effective Dark: 01/01/84.. _ _  

Reissued: 07/13/92 
APPENDIX E 
Page 2 of 5 

. ' '  3 ... 

BELLCORE BILLING h BILLING ALLOCATION PROCESS 

SUPPORTING WCUHENT&TION 

Bellcore 
Comptroller's Operations and Procedures , 

Billing Allocation Hanual 

BELLCORE BILLDJG U C A T I O N  W A L  

Table of Contents 

Purpose and Scope 

Conptroller's Accounting Instruction 03. 
'Bellcore Billing h Billing Allocation 
Process' 

BAPS Processing: 
System Process 
Allocation Methodologies 
Detailed Description of Jobstreams 
Billing Accoun?~ 
Billing C o n t r o l s  
Glossary of Terms 

SaBS Processing: 
System Process 
Allocation Kethodologies 
Detailed Description of Jobstreams 
Billing Accounts 
Billing Controls 
Glossary of Terms 
Licensing Processing Ezamples 

Section 

1 

2 

9 
10 
11 
12 
13 
14 
15 
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BELLCOfCE BILLING h BILLING ALLOCATION PROCESS 

SLmpOBTINc WCUENTATION 

Bellcore 
Billing b Accovnts Receivable System (BARS) 
Procedure and User &nul 

Section 

1.0 

1- 
i .. 
i 
I., 

r: 
1 :  

L 

;; 191 h, 

2.0 

3.0 

6.0 

5.0 

6.0 

PROE 

-- Table of Contents .. 
- Part 

-1 
.2 
-3 .* 
.1 
- 2  
- 3  

.1 

.2 

.3 

.6 

.5 

.6 

.7 

.8 

.9 

.1 

.2 

.1 

.2 

.3 

I m m Y  - 
see proprj 

Descriution 

Introduction 
General Introduction 
System Overview and Architecture 
Rofile Tracking System (PTS) 
General Ledger Interface 

On-Line Procedures/Inquiq 
Logon/Logoff Procedures 
Customer Inquiry . 
Invoice Inquiry 

On-Line Functions 
Payment Application A d  Posting 
Papent Reversal 
Credit Application/'Reversal 
Credit U r i t e o f f  
Interest Adjusments 
Invoice Balance Reduction 
BAS Credit Maintenance 
Client Specific Revenue Credits 
Recycle Reject Records 

Conbuit 
Miscellaneous 

Miscellaneous Billing 

Journal Entry - on Demand 

Billing AdministrationfTable Maintenance _ _  
Interest Rate Update 
Disputable Items update 
Statement Messages 

-ORE an A ~ O R I Z E D  CLIENTS ONLY 
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f l BELLCORE B I I U N G  & B U N G  BLU)CATION PROCESS 

i 

$1 SUPPORTING DOCDIENIXTION 

B e l l c o r e  
~illh & ACCOUP+~ Receivable System (BARS) 
Procedke and U s e r  Nanual 

BARS w o c E n w E a n , u s E p ~  

e Table of Cantents (continued) 

Section Part 
6.0 (ccmt'd) .4 C r e d i t  LIcno Message 

.5 Invoice Ifailing Address 

.6 

.7 BOC Codes - Table Maintenance 
R&t B i l l i n g  - Table Maintenance 

7.0 Balance Master Snapshot 

8.0 
-1 
- 2  

9.0 

10.0 
.1 

11.0 

.2 
-3 
-4 
- 5  
-6  
- 7  
-8  
- 9  - 10 

P r o h t  Billing 
Asymhronous 
h - Y  z Interest 

F i lepable  Maintenance 
Cur-r Haintenauce 
Nan-Owner Participants 
Project Participant Summary 
Hodify CAP and Retainer 
C l i e n t  Specific - Rice Ceiling l imit  
C l i e n t  Specific - G/L Ac-m 
Standard Rate 
Allocation Factors 
Project hdninistrative Information (PAE) 
Firm Quoted R i c e  (FQP) Maintenance 

- 
Billing Adju++ments 

-1 Selective, A l l  Inclusive 
-2  Owner Buy-- 
-3 Owner Buy-In Uindov 
.4 Witbdraval 
-5 Obsolescence Buy-In 
-6 Royalq Fee Buy-In 
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BELLCORE BILLING & BILLING ALU)CATION PROCESS 

SUPPORTING DOOMENTATION 

Bellcore 
Billing & Accounts Receivable System (BABS) 
procedure and User Manual 

-1 
- 2  
.3 
.4 

15;O 
.1 
.2 

16.0 

17.0 

18.0 

Appendix A 

Appenaix B 

Appendix C 

BARS PxocEDm AND USER nAmlAL 

Table of Contents (continued) e 
Section E%?s DescriDtion E 

iz kd 12.0 Pre-Edits 
Pro-Pre-Edit Process .1 

.2 Pre-Edit Process 

13.0 Audit Reporting 

14.0 Bill Allocations Subsystem Process 8 Bill Allocations 
Normal Adfus-& 
Revenue Credits 
CR2 Credits 

A/R l4on-y 
Accounts Receivable Posting 
Journal Entry Process 

Bill Generation 

Electronic Bill Tape 

Customized Billing and Revenue Repor+hg 

Job Streams and Outputs 

Data Dictionary 

Bellcore Billing and Billing Allocation 

Irsrruction 03) 
Process - A.C. Penza (Accounting .. 
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