
May~. 2000 

The Honorable Dale Hardy Roberts 
Secretary/Ollef Regulatory Law Judge 
Missouri Public Service Commission 
P.O. Box 360 
Jefferson aty, Missouri 65102 

Dear Judge Roberts: 

FILED 
MAY 5 2000 

s.~~~~~~lon 

In the settlement of Case No. T0-94-184, Southwestern Bell Telephone Company (SWBT) agreed 
to file, annually, the following Information with the Missouri Public 5e!vlce Commission: 

• A copy rA SWIJrs Cost Allocatlon Manual (CAM) 
• A copy rA the external auditor's atllestatlo oiletb!r regarding SWBrs CAM audit, and 
• The results rA the Jc*1t federill/state 111enn111 audits as requiled by Section 2n rA the 1996 

Telecommunications Act. 

• SWBT's CAM In efllld lit Oeoembe 31, 1999 lll1d 
• Ernst & Young's QliiiSPOiiCing liUdt n!pOrt. 

A Jc*1t blewliill liUdt '- not ytt beln pebmed. The resuls wll be ra -aed as soon as an 
IUdlt Is pebmed lnd the resuls bemnw .. ' 'ie 

to' t IIIII 
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-ol \\.u~ec Street 
St.lOUIS. MISSOUri 6J 101 

Report oflndependent Auditors 

The Board of Directors of 
Southwestern Bell Telephone Company 

FILED 
MAY 5 2000 

Mlsso1,1rl Pu~i~1 service ~mm on 
We have audited. in accordance with generally accepted auditing standards. the balance sheet of 
Southwestern Bell Telephone Company (the Company). a wholly-owned subsidiary of SBC 
Communications. Inc .• at December 31, 1999 and the related statements of income. shareowner's 
equity and cash flows for the year then ended and have issued our report dated February 11. 2000 
in which we expressed an unqualified opinion on those financial statements. We have also 
audited the accompanying Company's Federal Communications Commission (the FCC) Report 
43-03 ARMIS Joint Cost Report Submission #1 Columns (b) through G) (hereafter referred to as 
"FCC Report 43-03") as of and for the year ended December 31. 1999. As described in Note 1. 
this report was prepared pursuant to the Company's Cost Allocation Manual. the FCC's Joint 
Cost Orders issued in conjunction with CC Docket No. 86-111. and the FCC's published rules 
and regulations thereto (47 CFR Sections 32.23. 32.27. 64.901. and 64.903) in force as of 
December 31. 1999. This report was prepared for the purpose of complying with those rules and 
regulations and is not intended to be a complete presentation of the Company· s financial 
statements. The FCC Report 43-03 is the responsibility of the Company's management. Our 
responsibility is to express an opinion on the FCC Report 43-03 based on our audit. 

We conducted our audit of the FCC Report 43-03 in acxordanl:e wi1h generally accepted auditing 
sllndards. Those SUIDdards require that we plan and perfonn the audit to obcain reasonable 
assurance about whether the FCC Report 43-03 is free of material misswement. An audit 
includes examining. on a test basis. evidence supporting the amounts and disclosures in the 
report. An audit also includes mcssina the accountins principles used and significant estimates 
made by managemem. as 1Mdl as nahaliDa the owtall repon pcmnt.ation. We believe that our 
audit provides a rc n DCIIl>le buis for our opinion. 

In our opinion. the FCC Rc,on 43-03 ccftued 10 *''C pc IMt flldy, in ali~M*ialcespects. 
the infomuWoa or the c (IIIII*', ,., I ed 10 be - fonb dl • as of and for the year ended 
December 31. 1999. ·-I :c "'* ... CClm; y's eo. Alia cr• .,.., ..... FCC's Joint 
Calt Oakn .._..ill cc:J aM!a "'* CC DocUt No. 16-111. IIIII 1M FCC's published nala 
llllll 1111ll•nw 1t • (47 Cf1t Seui •11 ll..ll. l!.l'l. 64.9CU. IIIII 64.903) in force as of 
DIClllhr 31. 1999. 

lVIa .... b I IIIII lw tiiJe of 61 Ct 4 Illf ... die FCC. Midi Ullblidwd tbe 
... ill I N 11 ........ 61 FCC ...... 4).0) ._ C\ II d Ac II S ft, dill tepCII't should not ....... ., ...... , [[. 
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Ernst & Young LLP 
Gateway One 
70 I Market Street 
Suite 1400 
St. Louis, MO 63101 

Geatlemcn: 

• • 

In our letter dated February I L 2000 we confirmed by letter certain infonnation and opiniOIIS 
expressed to you. With respect to the finanl:ial SlatCmcnts of Southwestern Bell Telcphooc 
Company (the ··company") for the year ended December 31. 1999, we confirm that. to the best of 
our knowledge and belief. the SWI:I1ICDts made in said letter arc comet: as of this date and there 
have been no dcvclopmcnts since February I L 2000. that would awcrially aflect the financial 
.~ for the year ended December 31. 1999. In additioa, \YO bow of no event since 
Feb~· 11. 2000. that aJtbou&h not •ffiletina such f!qancjel stab" '*• bas caused or is likely to 
eaute any material cheap,~ or ocberwisc. in the financi•l position, res1llts of operations or 
cub flows of the C01..-ay. . ~· 

In CIOON'<Iioo wilh your audit of the Federal ('-p+ 11iuas COl 1inim \FCC1 Report 43..03, 
ARMIS Joilll Cost Repan (coh a (b) 1111ouP (j)) (herat\er te&tted to u "FCC Report 43-
03j tOr the y.r Cilllod Dac u ~~ 11 31, 1999 tOr illo ~of ............. opiDioa as to ,......_ 
suchn:ponpc 21fllidy,inlll I 1 n.l1 ifiiCII,illoWIMiiiMiiOiaoftheCM~,.uedtobo 
Ml fonb dllnliD tOr die year cadld Da h 31, 1999, in_ ...... widt ia Cost Allocllinn 
P4 "' (illo -P.'-1'1. the FCC's .loiM COA Onlas i.-1 ill ja ccica widl CC Docbt 16-
lllllld 111o FCC's p 't • 1 r111ea 11111 c a · ·-•- 'iN: I ,. a CFiliiiCGou 32.23. 32.27. 
6UOI llld 64 903} (coP In~. the '"FCC Rulli llld Rar Int._, ill fino as of Dooambcr 31. 
1999. \\I ..... illo ftAl ... ICfi I - \\tlida - U. 10 illo liciT of Oilf ~iodp ADd 
billet' 

0 r' 

We ill I I ... • of ofnlll 0 I zy, --. lfll ... fbr lhl fair 
us ian •niiiFCC ..._4Mlofnlll ofniiiC ; s • c I •tcbt • fbnla 
..... ......... • ..... FCC ...... I I 

..... ~==•:•:,::•~s:•:·:~~=·=, :~:~:::lllll• ..... • · 1 •• ••-* t ,., -4 1... ..... ......... 
t 1 S I 
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<lw· -ill ~ of~ ~~. 1m Is in Rilles filii 
a.&!al~ crit~ a~ wllich the system can bii 
~· supported by COIIt allocation . . . · aro collliltoal V{ith thf1 
~ _. which permit preptrltion of the .· .·· FCC Report 43-03 in 
~ Manual and the FCC UJiiformity Order. The actuat·c:ou allocation IMdlocls 
aud PfC)Cedures implemented and J)etfurmed conform with the objectives, approach ll1d 
p~ described in the Manual. Our Mlllual as amended throughDocomber 31, 1999, bas 
boea filocl with the FCC and is in conformity wilh !he FCC Rules and Regulations. The copy of 
the Manual provided to you is identical to the vezsion on file with the FCC on December 31, 
1999. There are no amendments on file with the FCC which have not been provided to you. 

Cost Al!"'*ion System 

We believe that, for the year ended December 31. 1999. the cost allocation system. as 
implemented. conforms with !he criteria set fotth in !he Manual and the FCC Repon 43-03 
presents the information of the Company in accordance with the Manualllld the FCC Rules and 
Regulations. 

• 

There are no material weaknesses in the COlt allocation system. including any for which we 
believe the cost of c:onec:th·e actions exceeds the benefits . 
• 

Yw2QOO 

Weare not aware of any siplific:ant ad-. effects of Year 2000 on out.,._ ll1d opentioaa. 

• Afflli•te Tremrrhp 

• 

• 

1be Mmual Is CCIIIIPiete widl niiJIICI to ~ all aftiU.es IIIII all ltli n -tloal with 
afftllltelu defi1.S by lbe FCC's Rules llld tep'ltioal -~ afBH• UN tkllll have boea 
MlCOIIII&ocl for iD _...,.... with the FCC's ltulea Md Repmn. IC!IMiaa to the provisioa of 
IIIMI or ..W. boat we w atlililtea. 

nww.tqc -rr· 
W. !law policwu.t pn • ~ w ill plaoa wtidln Ill : u to ~ 0.•' ' 1 Trw mdON 
es *' 1 ~by lbe FCC's Rules Nlld • 1 I ·- Ia 4999. -~aaw had., Oa'"'l n.taU. 
esdeftDNI llr lbe FCC's Rules Nlld' r I , 

It MD 2 

'fte M '8 I Jill& --==$~1 ~-~·=p~·=-~· :::::~-~':'?d~llp~dill feCI ........ , ,, All- ..... Ill II lflrill ...... 
rc:c:-.ltllila .. P 5 , I , I·- .,_ 
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Enut & Young LLP 
St. Louis, Missouri • 3 • ~larch 21. 2000 

We have policies and procedures in place which are adequate to identify Asset Transfers. In 
1999, we have had no Asset Transfers as defined by the FCC's Rules and Regulations. 

Time Reponing 

The time reponing methods and procedures used by the Company comply with the FCC's Rules 
and Regulations. All time reponing methods used by the Company are described in the Manual 
and all employees are reponing their time through payroll reponing in accordance with the 
methodologies set fonh in the Manual. 

The Company maintains adequate contemporaneous records supponing time reponed in 
accordance with the FCC's Rules and Regulations. All employees who usc the exception time 
reponing mctbod have nonnal account distributions that have been determined using methods 
that are in accordance with the Manual. Any time studies are supponed by adequate records of 
the study results. 

Inciderual Activities 

The Company does not conduct any incidental activities which are not described in the Manual. 
All incidental activities are less than one percent of regulated revenues as set fonh in the FCC's 
lules and Regulations and are not subject to the FCC's Rules and Regulations relating to the 
separation of COilS between regulated and non-regulated operations. 

Special StydiM ... 
All studies used as sunopte - to delcrmiDa the ,..,tpted and JIOlH'C8Uiated ponions of 
u..actiOftl are c:ondiiC'ed in ~~CCCJ~dauce with the FCC's Rules and Reculations and are in 
compliaDce with the M-.1. Allltlldies are supponed by lldllquate tec:ords of the study resulta. 

Nm.me•'""' As&iyjtia 

There are no~ ac~~vmes ~by the Cw'f'NIY (as deftned by the FCC's Rules 
and ~aJetlc!nsl1iltudlare aoc ldlnullcd in the M•el. 

C· 11''11'\1 jllpimal Scr.ica 

11le C• e ) ... I h. •• poticieulld pR1 t t •• in ,._ to - dul: (I) ..mces whidl 
--; $ I iwdoaoc Mlll"'W•ulen ...... IO ll .. llltioro..S (l) llhlees inducl.t In lbedl&•it•ofUai•SII S.ww llewao _.._ .... f*.._.ofjola ad :or I IIIIOOIU. 
O*t 1 c 

:AII=I=W=t~::::-:.:c::-::------...... .... .. N18nlad-flle , ..... of • a '""' .. - n nit '_.. .. M•o u. _.. I.,., 



Sincerely. 

Robert Pickerillg 
Seuior Vice President • Finance Corporate 

Phil Rodick 
Managing Director- Finance OpcmiOIIi 
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December 16, 1999 

Ms. Magalie Roman Salas 
Secretary 
Federal Communications Commission 
TW-A325, The Portals 
445 Twelfth Street. S.W. 
WashingtOn, D.C. 20554 

Re: Pennanent Cost Allocations Manual for the Separation of Regulated and 
Nonregulated Costs for ~evada Bell. Pacific Bell and Southwestern Bell 
Telephone Company 

Dear Ms. Salas: 

: Pursuant to Section 64.903(b) of the Commission's Rules, as amended by the Repon and 
Order in CC Docket No. 96-193 we respectfully submit an original and three copies of 
the annual update to the single Cost Allocation Mmua.l ("CAM'') fur Nevada Bell. Pacific 
Bell and Southwestern Bell T .:lephone Company. .. 

This CAM updlle incorporates dcscriptioa ofrevisioas to cost pools IDd technical and 
lllmltive cblaps to the CAM. All cbiDps to the -..1 Clll be idlatified by 
"VM'UUlions in the rilbt hand rnqiD of nell revised p1p IIIII .. dacribed in the 
al111Chment As nquiml by the CAM filina jN'Il ceotoa-. this CAM updlu bas been 
refonnaaed 10 eliiiiUc blank spaces mel •ereli" , II to inclulle Ill)' pqcs added durin' 
the ca1endlr ,_-. Addit_.ly. this nn-naoa teftecu lbe toJ1owia1: 

I. FCC 99-106 R.,n mdOrdlr ill CC Doctet No. 98-11 reh•edJune 30. 1999 
(ifd'f ,softwwe upi 'h•m,... S\•tmraa ofPolidoa 91-1; 11M of 
A: wniOfilralhoa n• 'rs iN'IIr r:eli · klllof.&C001111112ll5. 
:u 16. 6115. 6116l 

1. o ·•••ofDil •• , 11 · aSa•I!Ca•r : • s t,...-.us W• 
Oldlr(ladleM 1 of .. '" ofUSW.Oa• 1 · 1,laoa.tbu 
D ' I ) It ! &It 5 V e~~~~~tf'N:;• I ofl'ct lOts ay Artil _..: 
f I I ofUSW.C1 ' 11111 -.tbrF A e:-''1111Caof 
Mil c.III_,OdllaAIA ce' '01 T! lA I I U• tIT 
OVII -O!rtlr.CCDt 1 tNaf'·tl'!......... ldSl&llllll •• 
u • .-a, 

111 a " : o u a sc ... ,.. •SBC ......... u....... , .. .. 
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Account Cha!lgefrom 

N/A 

N/A 

N/A 

N/A 

IoWA 

MIA 

-

• 
TRANSMITTAL LETIER MATRIX CAM CHANGES 

Description at Change 

Cha!lgeTo 

--.n facilities Cost Poor 

"Dissnnluuion Senrices - Station 
Cooooeclions Cost Poor 

"'uuside Plar.al ..... .,. Coli Poor 

"Senrice Older Coli Poor 

"P uiC 5 7 Cllll Poor 

,, n a ec....,. 

,.. I o.. .... 

• 

Reason for Change 

support cus1s from S8C Services, Inc. 

Annualized 
Quanlificaliu!! 

regulated 
opetations of 
$215.2 million. 

See General Nole 4. Pout added to include Increase to 
support cusls from S8C Services, Inc. regulated 

operations of 
$122.5 million. 

See General Nole 4. Pool added to include '"""'"s" In 
support cus1s from S8C Services. Inc. regulated 

operations of 
$33.5 million. 

See General No1e 4. Pool added to include Inert"""' lo 
support c:a.~s frum sac Sel ,. .. tnc. nogo • te J 

opetalluns of 
$611.6-. 

See General No1e 4. Pool added tu include 
....,... -,_sacs. 1 w. ""'-

See General No1e 4. Pooi ..... ID include 

....,... - ... sacs. ""'-

SeeGeneral ... 4 ......... IDinclude .......... .: .. · .. 
- _.,,..._. ....... ----111: .. 7 ... 

"' 

lluaaseto ·-~---cl ........... 
IRa FTI to 
1 0 2 I 

-- cl$7.6 

~ 

• 

• 
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Page 
~ 

Aa:cunt 

VI-53 
11613 

l 

Ch8ngefrom 

•Joinr Voice Mail-Oilier Cosl Poor 

• Joinl Aulomaled Allendanl ocs Cos! 
Poor 

• Joinl Aulomaled Allenclani-Oihe 
Call Pool." 

•Joinl VGice Mill OCS Call~ 

...... ,_II 7 0CS C. ....,. 

....... ----- - --
CIItiWil· 

TRANSMITTAL LETTER MATRIX CAM CHANGES 

Description of Change 

Cl!angeTo 

NIA 

NIA 

NIA 

MIA 

MIA 

-
-

. 
• 

Reason for Change 

To delete pool wilh minimal costs. 

To delete pool wilh minimal costs. 

To delele pool wilh minimal costs. 

Todelelepool __ _ 

Totlltltltpool __ _ 

'-................ 
.......... ... 

• 
AMualized 

Quantification 

regulated 
operalions. 

less than $.1 
million impact on 
regulated 
operations . 

less than $.1 
milion impact on 
regulated 
operations. 

less than $. 1 
milion impact on 
l8glllated 
openollous. 

less lhan $.1 
milion implld on 
n!IQIII led 
llpbialioiiS. 

less lhan $.1 
....,..implldon ... I ' • I Ia• . 

LeD-1.1 ............... 
LeD-I.t ............. 
a -P' 

• 

• 



• 
Page 
USOA 

Al:counl 

VI-54 
6622 

VMJ 

'"' 

~ 

Cl!ange From 

"Number SeMces Cost Pool" 

N/A 

"Joint Voice Mall 0CS Cost Poor 

"Joint Voice Mllii-Oiher Coli Poor 

....... , , ... ____ ..__.__._ 
0111 ....... 

.. 

TRANSMITIAL LETTER MATRIX CAM CHANGES 

Desaip!ion!!! ~ 
' 

Cl!angeTo 

"Number Services Support Cosl Pool; 
Dlreclly allrlded based on relaiNe wtue 
ol Number Sen.;ces cooenl monlh saBleS 
- wages in the cosl pools (excluding the 
Number Services Support Cosl Pool) in 
Accounl6622. -Services." 

·Operator Syslt:ms Olreclory Assaslance 
Cosl Pool" 

HIA 

NrA 

NrA 

: -

Reason for Change 

See General Note 5. 

See General Note 5. 

ro delete poolwilh minimal costs. 

Todelllepoal..,....,.. c:ma 

Todelllepoal.., ........ -. 

lodellle,_...,....,.._ 

~'~ .! J......IJ£:.•·--.. 
----_......- ----

• 
Annualized 

Quanlification 

Decrease to 
regulated 
operations of $7.3 
milion. 

Decrease to 
regulated 
operations of 
$13.8 million. 

I t.'SS the-m $ 1 
milionimii8Cion 
ragellated 
Ollefllllo-~Q. 

I ess than $. 1 
milionim!J8Cton 
NfP? ?ad 
Ofdalbts 

t.essa-$.1 
..-..~ ... -
t.essa-S.I 
..-..~ ... 
·~ 

NM 

• 

• 
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USOo\ 

Aa:aUIII 

Vl-59.60 
6724 

Cl!angefrom 

N/A 

NIA-

"IndireCtly atlribuled baSed on the 
lllllltlve ln.-11,...,. of the 
Signaling Colt Pool in>esllioetll in 
Accoun12212. Olgilal Electronic 
SnllcliiiQ." 

NIA 

NIA 

1M 

.. 
-

- • 
TRANSMITTAL LETTER MATRIX CAM CHANGES 

~!!!Chao!!!!! •• 

Annualized 
Change To Reason for Change <.<..antilicalion 

"Oiredly Allribuled Regoolalecr See General Nole 4. Pool added to include lncmase lo 

"DireCCIy Allribuled Nonregulated'" 

"Oiredly allnbuled based on CUffa>l 
regol I l ... liOIII1igUIIIec ,_ of Die 
Signlilng Cost Pool 1rr sill ell ., Account 
2212. Digital Elec:Wooic S 'ICMIQ--

~ ...... lllliull s.. ¥lew Colt Poar 

..... Call ...... 

--kiF._.O_CIII...,. 

11111&1 f?' 
-~--""?";:;.;:::::-'-,, 1 Q , ... 

• .. 

support costs from sec Services. Inc. regtjated 

See General Nole 4. Pool added to include 
support costs from sec Services. Inc. 

operations of 
$286.3 million . 

N/A 

To clarily the usage melhodology being N/A 
applied to lippOition Die Signaling Cost Pool 
costs. 

Sea a..-Nals 4. Pool .-liD include lnaease to ..,.... -,_sac s..--.tnc. ""'· t d 
opelalloi1S ol 
$48.1 mllion. 

Sea G :d Na1s 4. Pool8ddld 1o include ..,...._._sacs...._tnc. 

... 0 ,.._.._ Pool8ddldloinclude .......... .: ..... 

.. a r-. ...... ..., .. ....., 

.... .. ..,sac .. , a 

·----.... 

llu u to 
,.., $ I 
-~ 

. -of .......... 
1M2 I lo 

Ill!""'-• fill ...... .. 

• 

• 
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Accaunl 

' ' 

Ch!!ngefrom 

NIA 

NIA 

NIA 

IIllA 

NIA 

-

····.·.T -,-/' 
TRANSMITTAL LETIER MATRIX CAM CHANGES 

Oesapon olCha!!ge 

Cha!!geTo 

-Oulside Plant Uaillenance Cost Poor 

""Service Order Cost Poor 

~Cost Poor 

"181 I.COIIPoor 

~C\ F ICOII ..... 

"' .. 
.. \, . .....,IT I s• 

~=-.. ·---..... -------......... ..-.-~-~a:::~:::: or!._..,_ ... , e· • 

1 n " a n , ... .._ 

. . 
Reason for Change 

See General Nole 4. Pool added lo include 
support costs from SBC SeMces, Inc. 

See General Note 4. Pool added lo include 
support costs from SBC Selvices, Inc. 

See General - 4. Pool added lo include .,.._calls from SBC Selvicw.lnc. 

See General ..... 4. Pool.tdedlo­....-calls from S8C Sel I ft, Inc. 

s..~ ........ l'lllal.tdedlo­
............ ac .. ' .1111:. 

.,......... ..., .. .................... 
...-.~~~~~~: -·-· ...... .... . ...,., ........... _.. 

- r·s-•'lt 5 Sa ... -

• 
Amuallzed 

Quao1!!llcallol 

operations of 
$15.3 million. 

lncreaso to 
rugulated 
operations of 
$31.4 million. • Increase to 
regulaled 
operalions of 
$34.9-. 

lnc.:wor.w lo ....,._, 
operillloiasol 
$22.0 mlllon. 

lncntaselo 
1111J1III d 
operillloiiSol$3.5 ..-.. 
tna&a~e 1o 
I"IIIJII I ~ 

ol • 8110 mlllon. 

S..-111 
IJI II Wl. 
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Page 
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Accounl 

•• 

Change From 

relative amount or lime and the 
relative portion or the asset which was 
Included in the m1e base over the 
period of lime the asset was in 
service, per requirement in Report and 
Order in CC Docket No. 86-497, 
released December 24, 1986 (Para. 
86). The relative portion or the asset 
Is allocated to regulated and 
nonregulalcd based oo Land 
investment in Account 2111. 

'lndirecUy allribuled based on the 
relative emoun1 or.,. enc1 11e 
relative portion ollie llltlel which -
Included in the rale .... CMif .. 
period or.,. lhellltlel- in 
...... per raqoftmenl in Report end 
Onler In CC OocUI ND. 86-497, 
nllllecl Decii:IHI 24. t•(PM;. 
18). Tlie ....... portion ollie .... 
lalllolralud ID Mil' ' I f end 
IUWIJhf • ...,an~ 
rnu•1u:11n Ace 111J1t2t22. 

• 
TRANSMITTAllElTER MATRIX CAM CHANGES 

Desaiplion of Change .. 
Cl!angeTo 

amount or lime and the :elalive portion of 
the asse1 which was included In lie :ale 
base over the period cllime lie asset was 
In service aller 19117, per requRment in 
Report and Onler in cc Docket No. 86-
497, released December24. 19116(Para. 
86). The relative portion of the asset is 
alloc-lo rego I ted and nonregutated 
based 00 land inveslmenl .. Aa:owll 2111 
and--· in Accounl2122. 

NIA 

Reason for Change 

land Cost Pool since there is minimal 
artwork being lisjnsed. Also, created a 
separale cost pool (see previous Directly 
Al1ribuled Regulated Cost Pool in Account 
7150) far the portion of the gain or loss 
-pre-1968. 

Sales of-are so rare as lo make this 
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SECTION I • INTROOUCTI. • 
OVERVIEW 

In compliance with the Federal Communication Comm1ssion (FCC) Report and Order (the "Joint Cost 
Order"), CC Docket No. 86-111. released February 6. 19871

, Nevada Bell, Pacific Bell and SouthWestern 
Bell Telephone Company (the ·companies") have prepared a Cost Allocation Manual (CAM) based on 
the attributable cost method of fully distributing costs, with an emphasis on cost causation. This CAM 
provides the Companies' methodology for separating the costs of regulated telephone service from the 
costs of nonregutated activities. 

The Joint Cost Order established two separate but complementary sets of rules: (1) a cost allocation 
process which separates the costs of regulated and nonregulated activities offered by a carrier, and (2) 
rules governing transactions for goods and services between a carrier and its 1'101'1111QUtated affiliates. 
These rules require caniers to file and maintain current CAMs describing the application of these rules to 
their particular operations. the results of which are reviewed by an independent auditor. 

This CAM establishes the prOCedures for the identification of costs associated with nonregulated 
activities. These procedures follow the FCC rules and are intended to guard against the subsidy of 
nonregulated activities by regulated activities and to deta~ transactions ~ the Companies and 
their nonregulated affiliates. The Cornpames CAM complies with the FCC's Joint Cost Order, Order on 
RecoOsideratiQnZ, and Order on Further Reconsideratiof13. in CC Docket No. 86-111, and Report and 
Order in CC Docket No. 96-150'. 

COST ALLOCATION REQUIREMENTS 

Regulatld produc:ts and ser .. ICeS refer to adilliWa wt1id1 (a) ant sub;ad to tha Title II llrtlf ftlng 
~ (b) .. Wlllll()(l C8I1MI( prodlldl Md ..w:. laiifred by the stMI commiUions: or (c) .. 
non-t8rtffed adtwiliea o«.red InCidental to the~ .... ~ ... _. tatlltld MMc:ea. Pnlduca and 
I4INicM which .. preemptively deregullllecl by the FCC or wtlidl 1-. ,_. ~ IUbject to ~daVon 
ant ctau"''ed as fiOIWIIQi 1111 ~ ICINitiea. R41g11Jtl~ I8Mcls the FCC 0101fed to be l!.atld •• 
norngulltld for .... ICICOUiltlng purpa I 1 I .. 8110 CIT I I 'II~ aa l'tOIII'eQI 'I It tl Klivitlea. 

tltHtiPF 5 ... 
'II' t 11 NT' I I eC 2 4 
c::r..x r au 1 



• 
• • All Companies' revenues. expenses and investment5 are recorded on the regulated set of books in 

accordance with the Unlfonn System of Accounts, Part 32 of the FCC's Rules and Regulations. In 
accordance with Part 64. The Compan1es use the attributable cost method of fully distributed cost 
allocation to apportion total company booked costs between regulated and nonregulated activities. 

THE ATIRIBUTABLE COST ALLOCATION CONCEPT 

The CAM utilizes an attributable cost allocation approach (i.e .. fully distributed costing) that provides for 
an evaluation of all direct and all other costs that bear a direct or indirect causal relationship to 
nonregulated activities. The CAM accounts for all of the costs contained in appropriate Part 32 accounts. 
Any costs not accounted for by a tariff rate. direct cost assignment. or direct or indirect cost causal 

apportionment. will be allocated via the marketing allocator or the general allocator7 

Attributable cost, as applied in the CAM. dictates the necessity of a careful study of all costs and the 
identification of a causal relationship between each cost and its related final cost objective(s). Emphasis 
is placed on direct assignment. then attnbubon. 

The CAM's attributable cost approach also provides sufficient controls to ensure that all of The 
Companies' costs are accounted for and that no cost is counted more than once in the calculation of total 
costs. for nonregulated activities. The attributable costing approach presented herein supports this 
objective. 

THE COST POOL ALLOCATION CONCEPT 

• Coet pools .... the vetliclel through wtiiCh dinlc:t costs- Ill Vllld and WiiUIIOii costs -allocated to 
regulated and 1101ngulaead cost otJtedMis. COlt pools WI lilt only tonogeneous COlt dllla. A 
homogeneoua cost pool. as desc:lbed here. Willaius COitl airnilar in nnn. AI costs thet- not 
dncUy aaslgned - aiOCa•d to ftnal cost ~ Ilia lheM tiOI'nogeneoue cost pools. Thul, 
whet'MIIIW a COlt IIIIPilkaNe to P9ila'ed and llCMiliiJI ' 

5 I COlt a~ that cost will be II IV ted to 
the proper COlt pool and ..... Will be llkiclllll The IJ!loc•liOia '""' I will atlribula al oort dalr in that 
pool to regulated and llCIIINgi I J led 8CIMtilla. 

• 

The CAM I I I ga . I COitl &Cmidlng ID .. leAl thg fuly :1 t t ""''CI C a 1' 'IJ Wiltdl)': 

(1) Tw! ... • WMn "I 7 
5 

S _,...- Ullllll In .. PIQ/tl n d•ua tl\111 PIDhctl and 
HN·:11 bC $ II Wll ..... a- tot' mC S., Nu I a' I I Rr,.nue (end cnldl 
,., h'lf........,t~tct•JI•u• a wu .. _. ___ d .. l a 'f' ... .-. 

I'll I .... a 
IIIP PM1 
· 1111171 ••Ce •• 

'7 • 



(2) Dlrtet Aa- Co. Those coati that are directly idea. with (excluaively used tor) 
f~VU~ated or nOfiil'tirted activitiea. The Companies CAM will un th8 direct assignment method for as 
many cotta •• pOUible. 

• {3) DirecUy Attributable Costs: Costs associated with resources and assets used to provide both 
regulated and nonregulated seMces are attributed using direct measures of cost causation. 

• 

• 

• 

{4) Indirectly Attributable Costs: Costs associated with resources and assets used to provide both 
regulated and flOI1Rigulated services. which require an indirect (surrogate) measure of cost causation in 
order to relate the costs to a final cost objective. are attributed using the indirect measure. 

(5) Reaidual Costs: 

(a) Costa Allocated by the General Allocator. Shared residual costs (non-marl<eting) incurred for 
the common benefit of both regulated and nonragutated activities. but which are considered 
unattributable. i.e.. for which no causal relationship exists, are allocated to regulalled and 
nonregulated activities by the general allocator. These costs wiH be grouped into a cost pool and 
allocated to regulated and nonregulated activities as deacribed in the Order on Reconsiclenttlon. 

(b) Costs Allocated by the Marl<elin9 Allocator. Shared residual marKeting costs incurred for the 
common benefit of both regulated and n<lfVIIQUiated activities. but which are considered 
unattrlbutable, i.e., for which no causal relationship exists, are allocated to regulaled and 
nonregulated activities by the l'l18fKeting allocator. 

COST ALLOCATION PROCEDURES 

The following provides the proc:ecUes for sepe~ating the c:oats of I'IOinQI lata d lldMtiea from the caata 
of regul8ted Ktkltlaa l'- pn~ceclo..- _..fled wilh ._ FCC PlftUMl to the Joint Colt Order 
pennltUng each of the ~ to P111C1Mt and .. wilh the FCC a eo.t Alloclllion Manual (CAM) • a 
pnnqulalte to -~~~~ m no~aego4 11 d dvifn The CAM should be 00111idefed an evolving 
document and not a ftNI usa mane of poUiau. 

The CAM Is a CDIIIn:g lllell1od U8ld tor .. ••tiDAl of CAM ct.nlaped I'IOinQIIUU I.XIAS flam .. 
jurledlctional .... atloiltll"! C Ill Aa .. Coua I NCIJIIG&d In .. Joint Coat Older. it " .. .II nat our 
purpoaa. nor lhould l be our~ to 111111 to...,.... a.-to~ I'IOingo•atalt -*11 1 tor 
"""aa• d lllliii&NIIQ a ra'U iliilhO bat •• CCIII and ..-.• The Ca.tW II ..,_ ... the CAM 
meliod ahauld nat lltl 1 piiiCiili9 .... IIJ . 

The CAM II .... Oft 8""'01 .... tar .. - ... , .. In 'Ill:; I II .... 32 ~In .. 
Cclm;ar'n'lloallaof• .,...,•en_., ••• e 'llltlr .. FCIC. Thll001 Jl...._ 
anau'P• to._... .... , HI aca1 .. 10 t r 1 J nil m ·--SirhleiiiQbiii*ID .. 
_...a~._._ ... cu , • .,..,..CII A 1'-CMI,..aa.to-.tn;;rar' 'Niof 

-~••••nr r..., 1·1 
'II Ill MT 7 1 I a C a t I • 
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an auc:llt trail ._. trac;kl . 
regulated or tot11 · 

the books of account to appro~ cost objectivee (I.e •• total 

COST ALLOOA110N MANUAL SECTIONS 

The Companies' CAM is comprised of the following sections: 

Section I - Introduction - This section describes the cost allocation requirements: the attributable cost 
allocation concept; the cost pool allocation concept; the cost classification concept; and cost allocation 
procedures. 

Section II - Nonregulated Activities - This section contains descriptions of nonregulated activities that the 
Companies offer. A matrix indicates which accounts are impacted by each nonregulated activity. 

Section Ill - Incidental Activities - This section includes a listing of activities which the Companies 
classified as incidental for accounting treatment pursuant to the guidelines set forth in the Joint Cost 
Order. This section also includes a brief statement of these guidelines. 

Section IV - Chart of Affiliates - This section contains a chart of the Companies' affiliates. 

Section V -Transactions With Affiliates - This section lists the transactionS between the Companies and 
its affiliates. A ll1ll1l'lx indicates. by seMCe, which affilates provide transactions to the Companies and 
which ,m~~ates I1IC8iYe lransaclions from the Companies. 

Section VI - eo.t Apportionment Tables - This HCtiOn COIItaina a Ul ctescriplion of the coat 
apportionment table de\1 alopment. and lhe cost 1PPQ111011n'1811l table Itself 'Milch addles111 appop!lala 
Pert 32 accounta. The lntracludlon dlfil• lhe column ~ 11 lii~ga In the coat 1PPQ111011R1811t table: USOA 
Part 32 accounta; CDit pool name: cost pool idwnlit;cwllot• balls: CDit pooi1PPQ11101ment method; and the 
commenta HCtiOn. 

Section VII - Time Reponng Procedures • This l8dlol• COl llllns time repol'lli ill nlelhoda; a di8Q • 1 I au of 
t.c:hing, mollia'•IQ and iWDUiill lime ........ ill I) I liS. melhoda and ~ and an 
explllnatlon of how I'IOIIPfOdridW lime IS I'll IIIII. 

DIFIN!T!ONS 

This MCtian ~ 1111 ...... of te~•ll tllmll.wd twaugnouiiNI INIIUII. Cal ilioiA of mare 
apedllc .......... ..,. MCIIoliWlll be f a IMinllllMCIIol•. 

CAM·CollAia" '••U '1'-TheCMt• .. c ;1 a ... ., ••wuaa l .... ~aiii..S 
IOUIILIII fll' 1 ..... , J ._,,--., 111eCMIM tIll .. _._. ......... ...... 
t.e.. lr•at t " flus a r 1 • ..,. 111 a r •• '£II w a.. f/1 ,. r : Tea 1 n sa • Mt 
AMI ln:n:Collt;ellt a 4T--..: ... ..._A t I CP II a n. ...... l&t •• tD .. CAM 
.. r: M' till\ .. OIMit Cll P1l I A I 7 1 a 'Na Cf. IIIIM .. _, ..... I *JSR t • U1 T \ f/1 
CCIIII. 

.. IIII'YP ... 
'II t II MT 7 3 I •C $1 4 • •• 111111 



The ·comPifliel" • Ne&all. Pacific Bell and SouthWestern eltelephone Company. 

EEOIAAP • Equal Employment Opportunity/Affirmative Action Plan - The Companies' employee 
• resource plan to provide services associated with EEO/AAP matten;. 

FDC - FuRy Distributed Cost - Carriers required to separate their regulated costs from nonragulated 
costs shell use the attributable cost method of cost allocation for such purpose. (CFR 47 64.901(fl)) 
This method is also known as fully distributed cost (FDC). The FOC methodology was describecl 
previously in Section I under "The Cost Classification Concept" (Joint Cost Order. para. 161 ). Per the 
Accounting Safeguards Order. para. 165, the FCC concludes,· ... that a raasonable rate of ratum to be 
used by all Incumbent local exchange carriers in detennining the fuHy distributed costs associated with 
afllllate transactions is the rate of return on interstate services. as amended periodically by the 
Commission. In establishing the prescribed interstate rate of return, the Commission considered the coat 
of capital to provide interstate access services and prescribed a rate of return of 11.25% for the local 
exchange carriers.· 

General Allocator - The method by which expenses that are considered unattributable are allocated to 
regulated and nonregulated activities. This method will not be applied to residual marketing expenses. 

Marketing Allocator - The method by which marketing expenses that are considered unattributable are 
allocated to regulated and nonregulated activities. The marketing aUocator will be employed to detelmine 
tl\8 regulated and nonregulated amounts of residual marketing expenses . 
• 
OCS - Offldal Communications SeMce. 

RAO - Responsible Account1119 Offlcer letter issued by the FCC. 

• sec • sec Commurllcations tnc. - The parent entity ot the Compllnies. 

SWBT • S~111m Bell TeleQnOne Compeny 

USOA • Uuiform Systam ot AccounCs I Pert 32). 

81111 1al UP It« lllllt ••• 
• II' IF I 9 I ltiiT 5 I ICc t 4 

0111 UJ IW 
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• NONREGULATEQ ACTIVIT!E. 

The Companies presently offer the following nonregulated activities. If individual operating 
companies are not specified, the activity is provided by the Nevada Bell. Pacific Bell and 
Southwestern Bell Telephone Companies. 

Automated Mandant Service • Nevada Bell 
The Automated Attendant Service allows customers to self-route incoming calls. use recorded 
messages to direct calls and customize greetings and options. This product is used both internally 
as OCS and by customers. 

Billing and Payment Processing Services • Pacific and Southwestern Bell 
This service provides billing and processing of customer bill payments for outside third parties and 
affiliates. It includes billing, customer support, receiving, depositing and processing the payments 
and creating the payment data. 

Computer Services 
This service involves the offering of a capability for generating, acquiring, storing, transforming. 
processing, retrieving, utilizing. or making available data which may be conveyed via intraLATA 
telecommunications. This service also includes the E911 automatic location identification (All) 
service. which is also offered 1ntert.ATA on an integrated basis in accordance with FCC docllet96· 
149 . 

• 
• 

This service also includes computer buraau services. which involve providing the use of company­
owned or leased computer hardware. as well as the systems ~. to process softwllre 
owned or licensed by the C~Atomer. It also Involves relallld report generation and systems 
11111lntenance . 

Guttomer Prtmista EguiDment and Wirl §m1m 
Thla aervlce Includes the 11118 or lease. Instal allen. rrolli•1811Ce and r..,.r of eustomel' premlsll 
equipment (CPE).. smp1e and comoleX wn. intra- and ~ Cllbllland voice, data andlor 
vtdeo equipment aa well 11 other reta1lld Ills wnmunicallona ~on the c:uatorner'a lidl of 
the netwofk lntelfac:e. This semce also lndudll insurarco~. m~~~~••a and/Or management 
Sentlc:el (e.g., c:onsuling, CIIS'!I't. engin111•10 and lldllllll ill*"' ec:tll:lill) asaocialed wiltl 
CUicomet-OWMCI Mtclafta. TheM netWOI1l plana Clll'l COl II Ll of a..bllmllld wil1ng ( CXI P per, COIIIdal 
or fiber) anc11or ........ INtllf(Mde ,.._ dllrl enc11or 1lldeo ....... 1nlide wn meintlnlnCa 
plena .,.IIIIo oetlfed 11 a pert of INS 1M1MCe. 

r.:.:::e:ns:r .. ;n:::::p.r: : : r .:r.;. 7 Ill, ..... u, 
tUII-lllnWII t lit lnllltUIII .. placltl ilflrl Ulll$' .... llwiiiiR 
IIIIIIILATA111lll1HI n mlla ........ n I 75111 37 IJi'l 711 nlm1u, .... ~ 
lllltfl.,, tJhlll It alii til$- 1111111at11t a 111JIIII$ktfiiiiiiiR .. 
p~aol•unac ,. •••••• tans ,..._.. • ...... autatllta._ 
PI Ill ... aseau tt ' I Ill It 

tillltlltl liP 7 lrlll ... 
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. • NONREGULATED ACTIVITIES. 

lncidentallnteri.A TA Service~ • Pacific and Southwestern Bell 
This ilotlvity Is claulflecl as nonregulated for accounting purposes and consists of certain Incidental 
interLATA services that the Companies were authorized to provide pursuant to Section 271(g) (but 
not Including interi.ATA services described at 271(gX4)) of the Telecommunications Act of 1996. 
Such services were not previously authorized or permitted under the Modification of Final 
Judgment ("MFJ"). These services are being classified as nonregulated. even though they may be 
provided under tariff. pursuant to the requirements of the Accounting Safeguards Order, CC Docket 
No. 96·150. adopted December 23. 1996. paragraphs 75-76. 

Merfletlng Services 
Merfleting services include retail sales of products and the administrative support of sales 
operations for outside third parties and affiliates. 

One-Way Pagi119 Service • Pacific Bell 
One-Way Paging is a messaging serv1ce that enables a calling party to contact a paging customer 
wherever that customer happens to be. The message from the calling party mey appear in various 
forms (e.g. numeric. alpha-numeric or tone). This service includes value added features such as 
voice mail and custom greebng. 

Outsourcing Services • Pacific and Southwestern Bell 
This service involves the temporary provision of employees to outside third parties to perform 
ser¥ice functions at el1hef Company 01' customer locations and using Company and/or customer 
mablrials. This service also 1ncludes provision to outside third parties of training 
classes/curriculums and training mabsrials which have been develope!~ 01' acquin!d for use within 
the Company. and which may be modified to rMet a customer's specific needs. Training services 
for employees of alllliatw - provided by a separate subsidiary. as cli8played in Section V . 

~ Talap.'1one CPE and ServiCe 
C Docket 9&-128. iml*mellllalaon of lhe Pay Tslsp.'1one Reclaslillcation and Compenaation 
ProvllionS of lhe TalacomnuiiC81ions Act of 1998. adopted rw. to in~ Section 278 of lhe 
Tllecommunk 1f11N Act of 1998 ~ .-alllllh pay Ullp;>toua Mrvica as a competitive 
nor-.ngulaled MMce.. The,_ taw reqWeCS 11a rec·anlficafon of pay lalap:tona equipment and 
sarv1ce to I'IOIII'IIgllalut atfadl .. Acwi 15. 1997. CCII IIIII II with the 1996 Act's definition. 
·~ MMce" If Ul"S 118 IWOWteiOII of pullk and ~pay IIIIP,'lol ... the prcMIIon of 
lmtall llllptlol• _...Ill COIIIICIOioalflk:illllll and 811J81W. f MNical. 

, : ;'C; !llilrJ: ~ pnld!ICII • CuMomer Dlalld Account 
Auw•• (COARl and kco.rll CGcla. n- sndla ...-a c. m,.. to add a GU1tat1•• 
l 'J Ill It l Ill I'll I • to .. le 1 1 l I'll I JIN I 64 {MM) l'eOOid for 8nJ StalcM 
uu n• 01111 n u •• ($' DRJ Cllll. n. •• • •• u r. 11111 to e1JM (I) ciiJIIa. "'' aarw In .. 
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ettPall.lslti1HlMI9i~ltlt ArJIVltm ·. · ·. . . . ·· , 
Thl$ ~ lfWQlvea the planning and development of potential ~ted services, and a~ 
lnciQIIes regUlated services that are classified as nonregulated. These planning and devaloPmfnt · 
ac:tlvltlta include all preparation activities prior to introducing the product for public offering. 

Pf9l9S!I CorrtwJ!gn • Pacific and Southwt!Jtem Bell 
The Protocol Conversion service provides net conversions between different transmission 
protocols (e.g., asynchronous, bisynchronous, X.25, X.75. 370 SNA. X.PC), excluding conversiOns 
between X.25 and X.75. Net conversion occurs when the protocol originated at the sending 
computer or terminal is different than that delivered at the receiving end. 

Protocol processing includes both regulated (basic) and nonregulated (enhanced) components. 
The basic components support like - protocol tranamtsslona (e.g., asynchronous to asynchronous, 
X.25 to X.25) and X.25 to X.75 transport, and are offered as tariffed services. The enhanced 
portion provides net convers1on between protocols, excluding X.25 to X.75. 

Sottware Sery!ces - Pacific and Soulhwestem Bell 
This service involves: a) the licensing, sub-licensing or other sale of software to outside third 
parties: b) the licensing of software to afftllates; and c) funding the development of applications 
sqttware by outside third parties and affiliates, for wllich royalties may be received . . 
Y*' Mall Seryice • Ntyada Bell 
Voice Mall Service is a messagmg, storage, and retrieval ayatem used both internally u OCS and 
by customer~. Vg!ct is digitized. stored, and 8Ublequently played'bac:tt when the "mall box" Is 
callecl. The equipment for this seMce IS leased . 

.,.,H 11P n 111111 
11'181 T I Nll£1 8H c ll 4 
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1: AuiDmaled Allendanl Senrice 
2: Mng and PaJn•ll Prom f 19 SeMces 
3: eon,uter SeMces 
4: Cuslomer l'let1 ·s e s Equipment and Wu-e SeMces 
5: DINctoly lllllng S.wk:es 
6: Directory Willie !>me Services 

1 2 3 4 
ACCT 
1220 X X X X 
1410 X X X X 
1438 
1439 
1500 
2002 X 
2003 X X X 
2005 X 
2111 X X X X 
2112 X X X 
2113 
2t14 X X X 
2121 X X X X 
2122 X X X ~ 

2123 X X X X 
2124 X X X X 
2211 
2212 X 
2215 

X X 

X X 
X 

X X 
X 
ll 

. 

5 

X 
X 

X 

X 
X 

X 
X 
X 
X 
X 
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NONREGu!/1 ACTIVITIES 

ACTMTY 
7: ~ltidentallnlell.ATA SeMces 
8: Marteting Senrice 
9: One-Way Paging Service 

10: Outsoun:ing Senices 
11: Pay Telephol1e CPE and Service 
12: Phone Cost 

6 7 8 

X X X 
X X X 

)( X X 

X )( X 
I X X 

X X X 
X X X 
X X X 
X X X 
X X X 

X 

9 

X 
X 

X 
X 
X 

X 
X 
X 
X 
X 

X X 
X 

.. 

10 11 

X X 
X X 

X 
X 

X 
X 

X X 
X X 

X X 
X X 
X X 
X X 
X X 

ll 

13: Pl<ming and Development Aclivities 
14: Prolocol Convelsion 
15: Software Services 
16: Voice Mail Service 

12 13 14 15 

X X X X 
X X X 

X X X 

• 
16 

X 
X 

--
X --- -------·-

X X 
X X X X X 
X X X X 

X X X X 
X X X X X 
X X )( X X 
X X X X X 
X X X X X 
X 
X X X 
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• • • • • NONREGULATED ACTM!!ES 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 
NXf 
2t22 X 
2m X 
2424 
2GS 
24211 
2431 
2441 X X 
2681 X X X X X X X X X X X X X X 
2682 X X X X X X X X X X X X X X X X 
2690 X X X X X X X X X X X X X X X X ~ 
3100 X X X X X X X X X X X X X X X X • 3200 X X X X X I 3410 X X X X X X X X X X X X X X 

3420 X X X X X X X X X X X X X X X X 

3500 X X X X X X X X X X X X X X X X I 311110 X X X X X 
4040 
4100 X X X X X X X X X X X X X X X )( 

4120 
4310 X X X ·x X X X X X X X X X X X X 

4340 X X X X X X X X X X X X X X X X I 43111 X X X X X ll X X X X X X X X X X 
GO 
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IIJI 
52311 - X X X X ll I X ll X X X X X X X X 

X X X X I X X ll X X X X X X X X 
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• • • • • NONREGUl.ATEO ACI!VmEs 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 
ACCT 
6711 X X X X X X X X X X X X X X X X 
6712 X X X X X X X X X X X X X X X X 
6721 X X X X X X X X X X X X X X X X 
6122 X X X X X X X X X X X X X X X X 
6123 X X X X X X X X X X X X X X X X 
6724 X X X X X X X X X X X X X X X X 
6725 X X X X X X X X X X X X X X X X 
6726 X X X X X X X X X X X X X X X X 
6127 X X X X X X X X X X X X X ~ 
6728 X X X X X X X X X X X X X X X X 
6790 
7110 ---
7130 
7140 
7150 X X 
7160 X X X X X X X X X X X X 
7210 X X X X I X X X X X X X X X X 
7220 X X X X X X X X X X X X X X X X 
7230 X X ·x X I X X X X X X X X X 
7240 X X X X X X X X X X X X X X X X 

7250 X X X X X X X X X X X X X X X X 
7310 
7320 
7311 

I X X I X X X X X X X X 
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• • INCIDENTAL ACTNITIES 

Nevada Bell. Pacific Bell and Southwestern Bell Telephone Company (Telcos) 
classify as incidental, for accounting treatment. those nontariffed activities that meet the qualitative 
and quantitative criteria promulgated by the Commission. Specifically. each incidental activity Hated 
in this section I1'INts the following cnteria: 

a) the activity is an outgrowth of regulated operations; 

b) the activity is not a separate Hne of business; 

c) the activity has traditionally been treated as regulated for accounting 
purposes: and 

d) the total revenue of all incidental activities does not exceed. in the 
agg~egate. one percent of total regulated revenues. 

When incidental services are proVIded to affiliates, the affiHate transaction rules apply. 
See Section V for services proVIded to affiHates. 

2) 

Subscriber listing S8fVIC8S 

O..cription: The PfOVISIOI\ of talaphol~e ni.IIIIMn either Vflfblllty or in writing in 
•eiPOI- to lists of names and addr81111 supplied by lhe c:ueaan- IICCOitling 110 a 
pntaCribed format The use of the cau,lllld lilt by lhe CUIIIiOinel is Al8lric1ed Ia 
tslap!lore c:aling purposes. Non-publilhad numbers ... not pnMdad, and the Telco 
_,.,.. no 1111C1Q111tbilily or liability for any emn lhlll mey IIPJll ar on the COI'Illllltlll 
lilt. 

WMn pnMdlld 110 llllpi\OI18 dlledoly ~ wtllll Pegea l'tlnga for speclllc 
~- pnMdlld 10 be UMd orlly for .. pibll• I of llll~'lol· dilec:IIOita 
Tlloollollo·;J7 I Ill Whle Pegea 'JI 11J8and pCMdea~ltllalliO publilhlls for ... 
~In publilhlng a IIIIIMOIIe dill by. The C:JIKic I and lf•MI•oce of lhe 
tufom tim PIOIIUMI 110 •'•&to• dil :-= t p.il'J'- is ~ for Telco'l 
til &t:to'Y sn••• oce and doredoly M1ll Pligll pM' I •a. 

•••1 · I tiP n • r: .. , 
IIIII .... t 1 IT n • Cu au t 

c tdlf1r rn · a 
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4) • • 
Surplua space and equipment 
Oeacription: Surplus space (including land. buildings and towers) on owned. leased 
or contracted premises acquired to meet the needs of regulated operations. is being 
leased. licensed or rented to outside entities as a means of contributing to expense 
recovery. Audio visual and other equipment is rented to third parties when not in use 
for Telco business. 

5) Conduit and pole contact leasing 
Description: Fees are charged to outside entities for occupancy. maintenance. and 
rearrangements of owned conduit and attachments to poles. Licenses are typically 
issued to other telephone companies. common carriers, power companies. cable 
television companies and local governments. 

6) Provision of intellectual property rights 
Description: Licensing or other sale of technical know-how. copyrighted materials. 
and other intellectual property rights developed or othe!wise acquired for use in 
regulated operations. 

7) Sale of Advertisements. Audio-Visual Materials and Printed Matter 

8) 

9) 

10) 

Description: Sale to olhefs of advertisaments. audio-visual tapeslmaterials. and 
various printed matter lflduding rneflOds and procedures developed for use in 
regulated operations. 

Provision of software 
Dlscrip!!On: Software developed for regulated bulineu openatiolll is sold to outside 
etlllllea. No logic rnodific:allons - pnMded. Chll~gt~S -limlld to logo or symbol 
dltrentneea or rMiar moddkatloils ~ for iup..,Miltlllb\ due to ope~ating 
system or equipnent ...._ICeS. If upgr8de ralann occur for regulated bulineu 
operatiol._ such upgrade raiJsses may IIIIo be mide .,., PJNJ to Ollllidl etltilies. 

~:;:;: 11011PA'JUd • t•iu or go.;•11r•11 et •n request the 
of mliel~l 'liiOUSnetiMIItlet*MII 118l!WQUIIW ICM Iliad eQUipment 

and lldlll pannua by Telco WCIItl fan:lal. This !MIIrdel t1101t1 performed for 
~In M .,....IC'f MJ1t1an sucil es a,... 1111 1 • but doeP nat Include 
WCIItl pelbnled 011 Tilco .... or WOitl Ill COE'U 'WII\ hOIUfi. l d lines of 
bulinella .. PIV' I'll'\ ai!NIIde .... 

!i"a:P-'!£==8by8" 7 I .NIIIll •• . -.iibh f •• 
• I 1• 18 I 1 18 ...._ p:u dlC .. .._ al & CIA .....,_ or 

~· 1 ••-•• en Ill lila A •••u a•te- -...-. 
&AIDI I lf'll Iii' II I ; .., eliD .. ;t I ·11 f to ill III I 
lt .. lll d'• Qt Cb I 

IMIIIt • Wtt'iPt 1 lillllr •·I 
IIIII .. Jbllll gpllfTflUZ I tCIF 4 
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• • SECTION V· TRANSACTIONS WITH AFFILIATES 

INTRODUCTION 

Nevada Bell, Pacific Bell and Southwestern Bell Telephone Company (Telcos) use the applicable 
provisions of the following guidelines established in RAO 26, released May 6, 1998, In conducting 
all affiliate transactions. I 
A. General Definitions: 

. 
• 

(1) "tariffed rates" - rates provided pursuant to documents filed with state or federal 
regulatory authorities. 

(2) "publicly-filed agreements/statements of generally available terms" - charges appearing 
in publicly-filed agreements submitted to a State commission pursuant to section 252(e) 
or stetements of generally available tenns pursuant to section 252(f) in piece of tariffed 
rates when tariffed rates are not available. 1 I 

(3) 

(4) 

"prevailing price" - the price at which a company offers an asset or service to the 
general public. In oraer to qualify for prevailing price valuation, sales of a particular 
asset or service to third parties must encompass gt1111ter than 50 peroent of the total 
quantity of such product or service sold by an entity. Carriln shall apply thts 50 pen:ent 
thiiiShold on an asset-bt-t and ~ basia. ralhlll' than on a product 
line or seiVice line basis. I .. 
"fair rnart1at value" - the pnaa at which property would c:lillnge hands belweel< a wi111n1J 
buyer and a Willing seller. neither being under~ compullion to buy or to ael end bolh 
having rnsDi'lllble knowledge of.......,_. facta.1 I 

(5) "net book cost" - the ongil181 cost of an auel adjiiADd by the IIIIOdatad ·...ruallon 
, •• ,.. (e.g., acx::urnu.tad dePNC I tiOi'i. dlftllild taxes. etc.), 

(6) ~ distributild cosr - cost da..,.miiiid in a ... ...,. that OUlnf*•• with the tandardl 
end pnx.ecUu tor IIlii apporiOiwolllrll of 111*3'111. joint. end OUloliiOh CCIIII bat sean the 
"9 .... ~ and Nll,.go 'llld ~-·· of the ........ A fully ctiatltiUIId ouetll(l I 
malla~Oiallf ~· fleiOIIIICOIII of agouupof••l w or~ the 
8l.lltcii...S ••••• ,... of reun ••101111 the lldd..,..,... or prod11d1 In lhllt 
grvup,. In ganaral hi lifO 1 dll :~r ·a • ..... of the COIIIID lldMual •w~o~t 
or pRidiltll Tha ramenll'f ~ .. "'kii 1 al .,.... lld•"ddlal MMcW or p!adllllll 
bWid on • t'll""' Ulll m a :tarllrt or of 1 • lA UM. Tha .._ W 10 0011 
tt ......... IIIJIIJ lllill•the-ofiOIIIIOIIIttiiiUUIIAIIdiD 

•a...- I IIIIIIRI I IIOtollar: UfCC-arUWQ.QIJlll -~ 
• .,, •• ,221.1112111 QI.QI 

•a.:;:::c:;:: =:--•1r:: n• · • .-.-.ceo , ........ 
PIP 11., ...... - .~~: - t1< n IIICI::--.111 •. 

•eCFiltll._ 
tlilt111'11111111'111111D .. 
e.ultal ... e J . .. 
C..Jit 1t .. 
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B. 

• 

• • 
each service or product.• (In Telco service transactions. fully distributed cost includes a 
retum component calculated. as required. using the authorized interstate rate of return, 
currently 11.25%.) 

Valuation Methods for the Sale or Transfer of Assets: 

( 1) "tariffed rate" - is to be used when assets are sold or transferred between a carrier and 
its affiliates pursuant to existing tariffs, including a tariff filed with a state commission. 

(2) "prevailing price" - is to be used when non-tariffed assets are sold or transferred 
between a carrier and its affiliates that qualify for prevailing price. To qualify for 
prevailing price, the sale of a particular asset must encompass greater than 50 percent 
of the total quantity of such product sold by an entity. Caniers shall apply this 50 
percent threshold on an asset-by-asset basis rather than on a product-line basis. In the 
case of transactions for assets subject to 47 U.S.C. § 272. a Bell operating company 
may record such transactions at prevailing price regardless of whether the 50 percent 
threshold has been satisfied. 

(3) 

(4) 

"higher of fair mari<et value and net book cosr - is to be used for all other assets sold 
by or transferred from the carrier to its affiliates. For each asset listed under this 
cleasification. the earner must include the specific valuation method in effect at the date 
of the CAM filing by tnserting either FMV (fair marttet value) or NBC (net book cost) next 
to each asset tisted. 

"lower of fair market va1ua and net book cosr - is to be used for au other aueta 
pud a1ad by or transferred to the camar from its ata••• For each BIMt lilted under 
thll clauification. the camer must includa tha ..-ciflc v.I!Biion method in atr.ct at the 
date of the CAM filing by n-ting either FMV or NBC next to each asset lilted. 

C. Valuation Malhoda for the Plovlslon ol SeMces: 

(1) "''aoltftid rate•- rs to be used when ..w.a .. tc*t or nulfamld betwaan a canter 
and its ..... ~ 10 ..... og ..... inducing • tan« filed with ...... 
oun•• taa•t 

(2) .'* .......... to. IIUblidli' llld ........... - is to be Ul8d ...... I'IOI .... Itftid ..w. 
.. llald or IN1 ala,., beltuaen a camar and its •••11 ~ to publicly tllad 
llgi'I-D ll.Ar.llt to .... CIQifM' 1111 • ~ to ._..,., 252(e) of tha 
Oa wuiiiCalllore Act at 1Q4. ea •••ldad. (the Ad) or 1tall ••• of o-•,.t ..: a 'Ia ...._..,_.,.to aac110n ZQI). 

(1) •p:a 1Z 1111 ....- - • to be Ul8d ...__ nan ..... ..,.. .. tc*t or •• aflrnd 
'Citl u• a __, and II aau .,.. q. ., for peoelllllll ptaa. To q. 1W;r for 
... 1•1111 .,._. .. 8ICC Cllle ,._, 117- l:S 8lllet. II I Jill gtl • .,_flO 
iJS:Wt .... - " .. --- 14$ Cllllllllfllr- .... CL ........ ..., .. • ··=· 'fltll -· -· -·-..,- ;14$ ............ Oft.-·- ......... 

*a.iii'-111111111¢PJff111QIIz.-z•a~lll Ull. 

l'fl til llilltPU* ... 
,. .. II 1 M11J ll?t ac u t 
Celllt '*• all 
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(4) 

(5) 

(6) 

• • 
In the case of transactions for services subject to 47 U.S.C. § 272. a Bell operating 
company may record such transactions at prevailing prioa regardless of whether the 50 
peroant threshold has been satisfied. 

"higher of fair market value and fully distributed cosr - is to be used for all other 
services sold by or transferred from the carrier to its affiliates. For each servica listed 
under this classification. the carrier must include the specific valuation method In effact 
at the date of the CAM filing by inserting either FMV or fully distributed cost (FDC) next 
to each servioa listed. 

"lower of fair market value and fully distributed cosr - is to be used for all other servioas 
purchased by or transferred to the carrier from Its affiliates ( exoapt that servicas 
received by a carrier from its affiliates that exist solely to provide services to members of 
the corporate family shall be recorded at FDC. as shown below in item (6)). For each 
service listed under this classification. the carrier must include the specific valuation 
method in effect at the date of the CAM filing by inserting either FMV or FDC next to 
each servioa listed. 

"fuUy distributed cost• - is to be used only when a carrier purchases services from an 
affiliate that exists solely to provide services to members of the carrier's COipOrate 
family. In order to qualify for this classification, the S8IVices affiliate must not have any 
sales with outside parties. 

.. 
APPLICATION OF AFFILIATE TRANSACTTON RULES 

The T elcoa and their COfiiC)ntte atlilatea' wlll comply with the Commission's atlliate trllniiCtion I 
rulel as outlined In the Uuiform System of Ac:counla (USOA). Part 32 of lha Commiaalcon's Rules and 
Regulalionl. aa modilali by lha Order on Recol~ In lha Joint Coat Ptocuq' and the 
Accounting SaflguMis Order ~onder lha TalaCClfMIUirlaltiona Ad. of 1998, CC Doc:Mt 96-150. 

Aae• lral..,_led from an aftlfals: to lha Telco Will be recorUIId on Telco's books of ecccMit at 
prevaillng pnc. (PP}. ·.·n.a no plzAIIIIirllg p1101 has bean •l8bllllled. lha ~ of fair mattcet value 
(FMV) or lha d' le's nat boc* cost (NBC} w!l be MCD~dwcl. 

AIIUI lralilfelled from Telco to b a·rlll Will be~ at ptC<IT Ill pctoa or tartlf me. if 
·~~.ca ...... ~ 111111 be ICOOIIdwcl at lha ...... of fair ..... valull or Telco'a nat book I 
CCil 

,._._..,no a a •• s l!ltt~~.,.••-
•g.•' 7 C 7 C, 
,,_ ••r e PI 11121 r Ill_.. ft!IIIIZUII!If_.at,.c ar~~•..-na P111 

-···~--· ···-- 1 ,., 
r•u 1n ._P n..., 
1111111 til lllf•ers a Cu u e c. '? 7' 
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With respect to the purchase of 1181Vices or assets from an affiliate. Telco will record the 

prevailing price or any applicable rate pursuant to a tariff or publicly filed agreement Otherwise, Telco 
wiN record the lower of fair market value or fully distributed cost (FDC), with the following exceptiOn. 
For M!Vices Telco purchases from an affiliate that exists solely to provide 1181Vices to members of the 
OOipOI'Ste family, Telco may record fully distributad cost Instructions have been provided to affiliates 
concemlng the use of the fully distributed cost methodology of cost allocation as contained In Section 
64.901 rules. Affiliates are required to apply that method in developing the cost information needed by 
Telco in complying with the affiliate transaction rules. 

When Telco provides a service to an affiliate, the afflfiate will be charged any applicable 
rate pursuant to a tariff or publicly filed agreement. Absent such rates, Telco will apply a prevailing 
price, if available.' othelwise. services sold to affiliates will be recorded at the higher of fair market I 
value or fully distributed cost. 

The Telcos provide instructions. ouUined below, and counseling to each affiliate for 
guidance in devaloping the affiliate's fully distributed costs. or the fair market value of the servica: 

SERVICE COSTING PROCEDURES FOR AFFILIATES 

PRpVISION OF SERVICES 
• 

If an affiliate provides a service to Teloo, one of three affiliate transaction rules will apply to 
Telco. First, If the affiliate provides a rate plnU8IIt to a lalift or publiQiy filed agreement. Telco muat 
record at that rate. The second rule appliea when the afllllate (liOiridea mora than 50 peroent of the 
..vice quantity to r101•ffiliated third parties at a "pnwailing" price. Undllr these~ Telco 
must record upensu on 11s (regulated) booka equal to the afflllaea's "preylliling" price. 

If the afllllella does not have a "pre,.. 'lrg" price, Telco must I1IClCX'd expenaea on Its (reguiHid) 
booka at the lower of fair ITl8ftlet value or fully diltlibiMd coal Fair mertu1t value Is a good fallh 
eatimate devil Oiled Ilia me4hOds routinely UMd by the gell8r&l bulil Ill oammunity IUCh 8111PCJC I IIIII, 
calatclg lidiiQI. 00111Clllili~e bods. ~•lef'lt cost of an aaet. net ra11lzable value of an 8IMt. 181M 
to lhlld pM'11 etc. Excaot whenl fair man.t vatue 1s lowef than fu1v diRibiMd COlt. the afllllaea 
providing the II8Moa to Teaoo must use FDC ~ 1n 8CICOidanoa 'IMih Section 64.801 of the FCC 
Rut. ancl Regl'rl'ons to cost the aftrll's •lliel. 

.... . 
tlllnr MfPt •• ..., 
'k'tll t .. -; 74$( 114 
O.t?l 1 '? • 
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AFFILIATE'S FULLY DISTRIBUTED COSTING PROCEDURES 

Fully distributed costing procedures means that all costs must be considered when developing 
the cost for a service. Each affiliate must consider all costs when developing Its service costs. Every 
attempt should be made to assign direct and indirect costs prior to calculating an allocation of genenslly 
allocated costs. These remaining costs should comprise only a small portion of an affiliate's costs 
using FDC costing procedures. These generally allocated costs should be allocated to the seiVice 
based on the following equation: 

Affiliate Total Direct and 
Indirect Costs for the Setvice = Ratio 

Affiliate's Total Direct 
and Indirect Costs 

Remaining 
affiliate costs 

Generally 
allocated to 

Ratio X Subject to general allocator = Affiliate Service 

For example. assume that an affiliate provides a service to Telco. Further assume: 
that the service's direct and indirect costs are S 100.000. the affiliate's total direct and indirect costs 
are s1.ooo.ooo and the affiliate's total generally allocallld costs are $10,000. The rate of reb.m 
used in determining fully distributed costs associallld with affiliate service transactions is the FCC's 
11.25% prescribed rete of return on Interstate services. When the affiliate .calculates the FDC of 
providing that senrice. it wiH amve at 5101,000 C81ollated as followa: •· 

A.tllllsle'a 
Ratio ( 10'1!.) X Casal a 'tljed to ge!IMII • 

ell! Cldil' C$10.000) 

Fuly ~Colt • $100.000 + $1.000 • $101,000 

lin J , "*"IV lie FCC deii<Jid for en s· II •uta ... aVs• shOuld omit any 
"CIIIIdlulan" CMr and lltiCM FCC p~ua RQ 21.,. iS en*'*' V r Plait....-.., and "*'"'• not 
llaldtillla~Jr .. fce. TNa*-not• 22 I "C 14 ...... V ll .. notfl II I ~watUIIIIII 
an .. 121aot• iuar~~~~~a For en v; ;:u f' •••malotllz .. llnata 
..-orl1..101118r-of• ·w ,..._ 111 ••tal1a...-nr·t• aCICIIIbaaadonFDC 
paa f .... ill aS .. RCilCIII1&_.Wt I S ofi.M . ._. .. V' ........... Wl'lo& 
lo 'hllco il...._ ,,.._.. wuw tD Cl&l& 11..10 1112'-of-/CJ,,... 21 I did tn .. fiiJt 
...__,.._ .. Widaos•._ .. V __ .. ,... ..... fOC .. ROI1118r-cl 
-.k:a-.fiiCpu s t • .,. r ........ r ••• _. ......... ra .-......, 
~La..I.M.•• 1 t n 1 r '' u. Fst&.I .. Mu WV&IsaiS.._,, ... ._. ,... ..... , C. ••·------MTIICII•V&Isa•lll 1 'UUIDJil 

ICII' .. PI' .. 
.. .11 ..,, ,., 1 tOe $ 



• • LIST OF AFFILIATES 

• SBC ComVentures. Inc. 
I 
I Seeks and participates in various telecommunications ventures. 

SBC International, Inc. l Holding company for SBC subsidiaries and affiliates aperating 
• internationally whose interests are in foreign telecommuniCations and 
! other related businesses. 

: SBC Management Services, Inc. l (FDC exception applies.) Provides various administrative and support 
services for the parent holding companv and other subsidiaries. 

SBC Operations, Inc. (FOC exception applies) Provides for the planning, dllllelopment Md 
other support for the sale and merchandising of telecommunications 
services and products. 

SBC Servicas. Inc. (FOC exception applies) Performs centnllized lldminiatnltlve 
support HMc:n Including lnfonMtlon Tachnology and Billing 

I I Support Services, RNI EstMa Support Services, Procurement 
I 

j 
i Support Servlcn, Human R-rcas Support Sat'Yicea, Tnllnlno 
. Sarvlcaa and FIIUIIIQ Support Sarvlca. 

' ' ; SBC Technology Resources. Inc. (FOC exception applies) Involved in applications resean:h: the 
, preparatiOn of general generic specifications for products: the testing 
: and evaluation of manufacturers' designs and products to determine if 
' the general specdicationa set by the venous sec SUbsidiaries - being 

• \ met: and writing applications --a for computers with IIRICII1ing . 
s IMt have liMn to be mmed. 

~tern Bell Internet Services. Internet ..W:. prowler. 
Inc. 

.. 

• Southwaatem Bell Mobile Systems . i Wireless aeMcaa and llqUiCifl*1t pnMdar. 
Inc. 

Southwaatem w w. IIIII Inc I w6l IIII..W:.Sand 

IIC Adv-.dlolutlone, Inc. I .,..._wlau . 
SoultM ntern Ball Communocallons : (Sedlolt 272 <*lA' II) S8CS d implamallllnlllluctlllllgUaAW. 
s.vtc:a.. Inc. I .....,. sac Commun1c:Miana 1nc. r.c• - eulhanty to PIV¥Ide auc11 

'-· 
Soulhw 1111m Ball • 11 ' P'll 1 VOice m 111111•'11 aeMcaa pRMdlr. 
lenlOM~ tnc.. i 

Scul'lw IIIII II Ball I ...., • Hlh'e zna 1 lhil fOI t ty told CPE. 
. Inc. I 

• ..... 11 I II Ill Vldlo ....._, : Vlllllo "" .. '" ITllii'IJ - u - .... 111111. ..... I ...... I .,. ... Yttlllw ......... f Di I tP•tl Zlr'l-lll:alill:opa:ldi. 
1M.. ! 
J!f~SlQ'- I 
•1 II Jllll'lo'IJ !iii£ ,. 4 !-....-. .. attn ••• "'Jim& p:IIJ'Pi I .. TTl ....... ,_ I •• ~·· 111111111111, 

,., 
I 22115 I •• .... •• 7 ii-1Ll414fll.._,.... ... 

• ••• 1 r lillilr'wa·r lillilr 
'llltfftn r M'flt I r 'ICt 1214 



• • LIST OF AFFILIATES 

• / Talco Year 2000 Forum, LLC Industry consortium addressing Year 2000 Issues. in whichTaiCOII hava 
! an ownarsnip Interest. 

Pacific Ball Internet Services Internet service provider. 

Pacific Ball information Services Voice messaging service orovider. 

Pacific Ball Wireless. LLC In-region wireless services and eQuipment provider . 

Pacific Ball Directory DlrectOIY publishing ana advertising .... 
SBC Interactive Internet service provider. 

Pacific Telesis Group (FOC exception applies.) ProVides various administrative and support 
services for the parent holding company and other subaidiaries. 

Pacific Ball Extras Mostiy inactive affiliate that formerly administered customer loyalty 
program. I 

SNET Cellular, Inc. Wl.-.lan sllfViclls and aQUIDmant provider. I 
SNET Information Sarvlcas, Inc. · Provlclas yellow pages dlrKtory advartlalng and publishing, and 

• In electronic publlahlng and lnt.met aaNicaa . 

Southam N- England (FOC axcaption appllul ProvldM various admlniatfatlve and 
Tlllecommunlcatlona Co_rporatlon • •• wlcM for tna and otneraub~ . 

SNET America. Inc. ...... service ~alliancn. 

SNET PeniCIMI VIsion. Inc. Cable . .. 
88C TaiiCDm,lnc. c loOIII cam.r. ' • Ameritech Comnltmlutlana.lnc. (lnlkln 272 ,.._, Wllllmplamant ...,_xchllnge set wlcea upon I 

of ' . I 

AmerittiCih Servlcea (FOC axc1ptl<oft 1$ pllnl Poooldn vartoua lldonlnlatqtlve and 
•• n art- wtcaa fortne per.m hGidltg ~and other 
au, II"•..._ 

, SNIT DMinllfled Gnlup. Inc. II 1 •• In a_..., of IM•Inna utlwtllaa Including tMdam 
••••,.• -•Ina, 01 sum• cell c.-. aparMiona, opallllOo' _,., ...... ....scea. 

Tha 18C Cllltet' for L_.,'t '-•rtv•owlledlllu*'e••ll•• ·--•lan wTelooLUatad ......... of .... ., .... , ·-· 

• 'ltllo J a.Pu n ._ 
'\llllt'll llilt, 1: 1':11!111 ~ 111MII i1f 
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• • COST APPORTIONMENT TA§LES 

The Companies' cost apportionment tables contain the methods and procedures for 
allocating common investment ano expense costs to regulated and nonraoulated activities. The cost 
apportionment tables end a summary of tables' development are lnclllded In thla aectlon. 

With respect to the application of the general allocetor. this cost apportionment 
method reqUites special consideration since it is associated with expenaea that are general in nature 
and can neither be directly assigned nor atiJibuted to regutated or r.cxngulated openallola. The 
Companies' CAM only uses the general allocator w111nver COIUI can not be directly alligned or 
othelwise attr1buted. either directly or indirectly. The UH of the general allocator is justified for 
certain types of expenses, such as accounting and ftnanc:e. rneerch and dii'J8Iopment, and exlllmll 
relations. This justification is based on two dilllnct premiHI. Flm, by deftnlllon, the expenm that 
the general allocator is applied to are unattrlbutable. Theae exp11111• have no other rational cost 
apportionment method available for cost allocation purpoltll. Sec:x:Jnd. the Companies' aooountlng 
systems do not provide a practicable mnns to capture the Information sufllclent to support the 
development of a more cost causative apportionment. 

Uottormrty of Accounts 

• In order to obtain greater unlfonmty In LEC cost allooator prKUces, the FCC Issued 
'minimum cost pool requirements and speclftc slloc8tion proceaur. for Part 32 8CCOII'Ita which 
contain large amounts of nonregutated costa. 

On July 1. 1993. the FCC lsaued Mlmolwldum lind Opinion Order. lmplllmentllllonof 
Further Colt Allocation Unlformtty AA092-42. ,. ordar dll- LECa 110 nMie their CAMs Ia the 
8ldant necnawy to distlnguistl Pl'tl1*tY among "dlnlc:lt ...,..,..._ • "dlnlct atll1bullon," and "li'ldiect 
aurlbutlon" lind to Implement uniform cost pools and de allan pcuoed\na for WI accoun11: 
• 2111-l..and 
• 2112-Molorvehides 
• 2121..fUdlngs 
• 2311-$1 1WI~ 
• 2341-lMVII Prtveee BI•ICI'I Exc:hang• 
• 6112-Motor Vehlcile e...,. .. 
• 6121·land and 8u1dllng EllrMM .. 
• 6311·? ···~Elq!el-
• 6341-lMVII Ptt::aa 8reiiCI'I EacMI~p E1clel• 
• ~T•••~r:a.-... 

'Mil ••••• , .. 
91 m t n a aos 11 
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• • COST APPORTIONMENT TABLES DEVELOPMENT 

The coat ePPQrttonment tables present the following infonnetion for eecll appticable 
USOA Pert 32 Aooount 

• USOA Part 32 Accounts: Account number and brief description 

• Coat Pool Nama: Cost pool(s) into which the costs of the acc:aunt are assigned or 
apportloned 

• Coat Pool ldentiftcallon: Method for apportioning the acc:aunt into the defined cost 
paola 

• Colt Pool Apporuonment Method: Melhod of apporliouiug cost poets bet\'laan 
~ UIVIOH ana nonregulated activities 

• Comments: Added as appropnate to explain costing methodo4ogy 

Following Ia a brief discussiOn on eaCh section of the Cost Apportionment Tables. 

"COST POOLS 

"""? <filM Pgg! or ll!r!r!!y e ' lid r.-n ltti l'NnJIS. ...,...... and 
lnlrlet ••• whd'l can be ideitUIIacl to lliNit baM ~neUrad ~ for reguiUid 
..W.. or !DIIgldllld aCIMtiaL 

'» rpt ... recrtiii'IIS COIIIIIOII COIIel IUCih IS ,...,.., 81q)enMB. and 
flweSliiWittiwhd'l- Maca•IS bltP 8111 fW9' tt and IIOIIWI)r.il&Jd 8dMtilla baed 
on c11-.t -.. ot coc 11 cae l .., or dilwct ••• of 1w ongln of the COJta .......... 
AI Qlll c..- ... 1ClC101110118C1 U'1111nQ some n.ew:ld of lr411Wl.,.,...,.... of coat­
• 1'\Grfli•tjlll'll •••--.nocae I 'ii'IIC llltip .... 

I ]A£ S M 
111· li .. I'Ht t£0111"1 4 c a r r 1 
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• • COST POOL IDENTIFICATION 

• . 

This description of the identification section of the cost apporUormant tables presents 
the balia by which an account is split Into cost pool cateoones. All lnves1ment Ia 
allocated to cost poots basad on an analysts of the cos1s comprising each 
subacccunt All other cost pools are poputateo by means of Aocounting CodeS. 
Acccuntlng Codes include: 
• Acccunts 
• Subaccount& 
• Job Function Codes (JFCs) 
• Field Reporting Codes (FRCs) 
• Special Purpose Function Codes (SPFCs) 
• Coat Function Codes (CFCs) 
• Expenditura Type Codes (EXTCs) 
• Reaponsibillty Codes (RCa) 
• Continuing Property Records (CPR) 
• Acllvlty Codes 
• EnviroMlent Codes I ECs) 
• Keep Coat Orders tKCOs) 
• Nontegulated PI'Odud Identification Codes (NPICs) (which are a subset of KCOs) 
• Equipment Categ01y Number (ECN) 
• Seperdons Suffix (SS) 
• TI'Ding Code 

U'• •!Jan of a particular Aocol.l1ting Code c1.,.nds upon the type of upendltLn 
being C8l*~n~Cl. The Clek:aiptiuha beloW OUIIIne the basil for the cost assignments 
Included In the cost apponiOI"•••It tables. 

Nma nw·r "'" Anltyljl 

In. UlbiCibl irMIMng acc:o&nl Wliltl lllb II Cll .,. whole coats .. h ltlroglbl8CIUI 8nd 
JJ•callt to r.r aweoa-. a 11s ullaft.by •• 11 cum anat;'lil llpe~fonned lb1d eeon 
II& I Ilion II <lUI fed _,regs· 1 ~.llOiftllllialed, and..._ oostiiOC* bMed on 
.. .,.... of .. .WIIV bet • 111 fnlm .. .- or II Ill> I • 11 Wlilh .. lillbMy 
llwllt!Md M I lmcMa of liCIIXlllft lllb • *\ .....,.. wauld be .. NVIIW of genet~~~ 
IIQib ....... Ora lhl liCIIXlllft Ita li 1 .... '- be1n OQMPIIIIIII, .. aa.t 
paaltl .. pap ' 1 d 11y a tJ~g e1 rJ'n 11 lnJJIII•• or 1 'a •lbiiOIM to one of 
.. ODII CIGCIIII•J I Na 1ft .. IIOIIDUI'L 

n. •de SJ14 ..,.. • _,.- •• P:n ••• • • .... for a I':VIIi9 
-to fiDIIIII&: 

• '? .... 
1 'I M'fi 
OIIFP ltU I 
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-COST POOL IOENTIFICA TION (cont.) 

• . 

AnatyiJa gf BuDding Use 

The COtnpanles maintain a floor space inventory file of aU of their buildings. This 
Inventory auoclatea floor space with functiona by building that can be used to 
separate building space into functiOnal categories. These c:a1llgorles lncludl: Cel*al 
Otnce. Olatl'lbutlon SefVices. Network Opera1ionS. Cuatamer OplndioiiS, and 
Corpolate Operations floor space, and leased or rented floor space. 

Once the actual floor space has been derived for each of the Building COlt pools liltlld 
above. a ratio of that cost pool's floor space to tote1 bUilding noar space in a 
JI.WIIdlctlon Is developed. These ratios are applied to the total building m a Lii81lt in a 
jurisdiction to determine the level of building imr a bneut for that cost pool 

Thus a building by building analysis Is performed and the ratios develocled by this 
analysis ara applied to each jurilcliction's total building inwai!Jalt wiltin the 
Companies. This study is performed at least annually. 

The following account uses analysis of building use as a basis for assigning costs to 
pools: 

2121 

n. Coc'l'll*lill maintain an inYinklly lie ol el l1eir molar YlhiciiL This in•*-Y 
PIT a Cia,_ mGear vehic:le coats wilh "'*f Wlial nuiiibMI and funelan ClOdla. n. 
I'IIGD YMiiclll numoers 1\a'A a ~ ldli il? athi number that Is Ulld to papc I I 
.. DiMrtlullan ~ ~ ,.. remeiiliiQ poatl. i.e., .. 
ColiiGI .. Oparaac~a. ~ SIN" I II at 5 1 ml and Mlll:illlli.-nce, Cennl 
C8ca. ~lsi ant~ CuiSanw ~-and Molar Pools. .. papc I . If by 
n-=tiliiQ N func:llor• c:ocse on N "'*' wtirillmleliiOiy t111a wilh the niJIIIf pool 
• 

2 gtMy. ThlsltUI:ly .. pel1rocmed at .............. 

Srlr !:tid cost pooes in Accl:lunlll2112.. ..._, v.Ncllr use 1111 beata for aulgnlliQ -. 
I po 

. .... 
.. II 1 .II*T, I I .. Ul •••• .. :; &'UiiZII£ 
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• • 
COST POOL IDENTIFICATION (cont.) 

• • 

Leasehold Improvement Study 

This leasehold improvement study is conducted at least annually by obtaining the 
continuing property record report Which lists all leasehold improvements and their 
amounts within a jurisdiction. These leasehold improvements are then pooled based 
on their related leased building location code. These leasehold improvement 
categories are then used to populate the associated cost pools in Account 2682, 
Leasehold Improvements. 

Basec! on Description of Accounting Code(s> 

An analysis of Accounting Codes is used to identify selected cost pools. Accounting 
Codes are used in operations to report actiVities for Which time and expenses are 
incurred. Separate Accounting Codes are used with investment accounts to record 
the capitalized investments of an account. 

Accounting Codes assoctated with operations are assigned to specific work activities 
and are reported by employees using positive time reporting procedures . 

Accounting Codes associated with investment accounts are used to identify unique 
ctaasiflcations of plant Within an account. An example would be imlesU'nent assigned 
to Embedded Investment in Individual Items of Small Value wllich Is identified within 
an account by separate accounting codes . 

,. 

Accounting codes are pre ass11Jned to all employe II based on en analysis of their 
nonnal wor1t ICtiVities. When these ~ees wort~ on Olt'lllf adMties. their woellls 
reported through exceptiOn nme reponing procedures. 

Selected cost pools '" the fOiowlr\g 8CCIOUI\tS Ulllhe dasa~ of acc:ounting codes 
as a basis for JXlCll assagnment 

1220 2411 5301 6311 8540 1722 
2003 2422 5302 6341 8881 6723 
2114 2423 6112 6382 ... an. 
2123 2441 1114 6411 .. 8125 
2124 ., 6121 6421 1111 6121 
2211 a:! 6122 6422 .,2 am 
2212 - 6123 6423 •u .,.. 
2220 3tOD 6124 ... , ., 7te0 
2231 .. 6t'l1 8112 1112 mo 
Z1U 4100 1212 tD2 .a l'MO 
23111 ..:510 - - .,., 
DC1 UIIO U31 ... WQ m'O 
~ ... ml .. em 7'1110 

MillE I 8 IIIII I I ill 81111 ...... ., •. M11. JIIIICQUIIIl> 4 •• 1 . •Jna 
Ollila II II 
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COST POOL IDENTIFICATION (cont.) 

. . 

Anll)llil of Equipment Inventory Becords 

Ana~ of equipment inventory records is perfonned when an account cannot be 
dllaggregated into hOmogeneous cost pools using ethel' detailed lnfonna!ion. This 
dllaggregation assures maximum direct assignment of costs to regulated services 
and nonregulated activities. 

The equipment inventory records are analyzed in those instances when they help to 
identify equipment dedicated to eithel' regulated services or nonregulated activities. 

Analysis of equipment inventory records is the basis for assigning costs to selected 
cost pools in the following accounts: 

2211 2220 

. . 

._tilT !M .. 
lltll!t M1ta; 111 tt\Jt n 'IIi IJ 1' t•llll 
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COST POOL IDENTIFICATION (cont.) 

• . 

Cost Pool Equals Account 

When an entire account is considered homogeneous. it Is assigned to a single cost 
pool. A coat pool can be directly assigned to regulated servk:el or nonragulated 
aclivltles. If the cost pool cannot be directly assigned. then it is aUocated on some 
other balls. The specific allocation method used depends upon the account Involved. 

Selected cost pools in the following accounts use cost pool equals account as a basis 
for assigning costs to pools: 

1410 2421 
1438 2424 
1439 2426 
1500 2431 
2002 3200 
2005 3410 
2111 3420 

3600 
2122 4040 
2215 4120 
2321 4370 
2351 

5000-5270 

5280 
6113 

6215 

6351 
6424 
6426 
6431 

6511 
6531 
6562 
6563 

6565 
6790 
7110 
7130 
7140 
7220 
7230 
72SO 
7310 

7320 
7330 
7340 
7350 
7360 
7510 
7520 
7530 
7610 
7620 
~ 
7840 
7910 
7910 

!rmi'Jt 8$Pat I UJ Am9ura !rrheWQtph DQq Rll! P9o11 

Aftlt dlllmwninyli'le dll'ecly 111 ;,ned co-.. for en ecoount. ltl088 OOitln 1111110\led 
fnlrn the IICIXIIIIIC lllla IC8, Then f the ,_lllllodef of lhe account II COIIIidered 
homogeneous. 11 11 111 gneo to a c:ost I)QCil The cost poalla then IIIIa aMid IWOiding to•.-:• 7 •• 

Sill Clld cost paoli "' ..... -a IOIIQI ... eaaount lb ... 1108 - amounlll 
• .. liD li'1e Clhcl CXIIIt paoli II I- for T J11114 c:ostiiD poalil: 

1m 7MO 
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• • 
COST POOL IDENTIFICATION (cont.) 

• . 

Al:count Balance Less Amount Assigned to Other Cost Poollsl 

This methodology is used when the residual portion of an account is assigned to a 
single cost pool, after excluding a homogeneous group of costs which are directly 
assigned or allocated. The exception group of costs Will be assigned to a cost pool 
(or pools) and directly ass1gned or allocated according to its spedficetions, while the 
residual account balance will be directly assigned or allocated, according to its 
specificellons. 

Selected cost pools in the following accounts use account balance less amount 
assigned to the cost pools as a basis for assigning costs to pools: 

2123 2220 6124 

Analvsis of No Access Reports - SWBT 

An analysis of no access reports is perfonned by jurisdiction on a monthly basis. The total 
number of hours aSSOCiated With no accesses will be calclllated by multiplying the number of 
no access reports by the average duration time of a no access call. The average duration 
time is derived from a spectal study conducted monthly. •·.· 

The no access hours Will be divided into various accounting codes in propoltlon to the 
quantity of no accesses reported 10 the month. Flll&lly, the no access hours charged to each 
accountlng code will be mulliplied by an 1W11111Q8 labor rate per hour by state for Its main 
account This process creates the No Access Cost Pool in the following accounts: 

6411 6421 

llllltl!AI IF ? M 
tl::i&'lll · M1' , I :t. a Qsr u !!i 
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COST POOL IDENTIFICATION (cont.) 

: 

Analvsjs of No Trouble Foynd Reports - SWBT 

Analysis of no trouble found reports is performed by jurisdiction on a monthly basis. The total 
number of hours associated with no trouble found will be calculated by multiplying the number 
of trouble found reports by the average duration time of a no trouble found call. The average 
duration time is derived from a special study conducted monthly. 

The no trouble found hours will be divided into various accounting codes in proportion to the 
quantity of no trouble found reported in the month. Finally, the no trouble found hours 
charged to each accounting code will be multiplied by an average labor rate per hour by state 
for Hs main account. This process creates the No Trouble Found Cost Pool in the following 
accounts: 

6411 6421 6423 

Computer Usage 

A special study is conducted at least on an annual basis to assign mainframe 
computer investment into several cost causative catagories. Mainframe computer 
usage Is the basis for developing the cost pools of mainframe computer investment 
which then can be apportioned by dinlctlindlrect measures of causation. For 
minicomputers a review of the accounting recorda Is p6.tormed to determine 
computer usage. For general purpoH ~ end lnfolnllltlon management 
expeMM billed to the tetco. by the ad'ftll111 providing e•!ppCift HrVIcea, acbAII 
computer uuge baed on the ...-.. ices illftiii&I biHng de&lll will be uHd to 
... lgn costa to COit poote. 

2124 1124 

AoaMi!ll Q( Py• rrty em 9 M' ' 1 ClO Pg ,, f'nreft! Am e! UM9' -
•""f'*rtr LIM .. r•st" 

The N>UIIMr lfAlOICS Siii\IICICllf1111!Q ,... l'IIS Allidlim Senas will be ltUdllld Ill 
le1let ......., 81'10 UCft illllm will be I 'II iiid to lhl INillld CICII poOII baed ClO the 
,...ore l*lld-allhl&lll~illllm. 

,_ _ _.. w111 bit a U~~t~M~I to., iiiii'J .,. ta~tJMI ~a~.,. Ylllull a1 IN 
in<ll , till!.-.. 11!1- C11111t ...,_ '"- :e u , 1 will bit fll ::!It led atlellet 
~. Ol!ahllltiNIItel I I In f1·1 :: t ilif . ..,_..... i $ P1111$1C!h 1'1'401'1!11\ to 
---~ai!MI 611111 I ft. Ia t; U IIIJtCIM61UiiRIIII4n til to 
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COST POOL APPORTIONMENT METHOD 

This description of the apportionment method section of the Cost Apportionment 
Table presents the method which a pool Is apportioned between regulated and 
nonregulated activities. Whenever possible, cost pools are established using 
accounting codes to provide for the direct assignment of costs to regulated services 
and nonregulated activities. When a cost pool cannot be direcUy assigned, then an 
allocation must be made. If direct assignments are not available, then direct 
measures of cost causation are used to make apportionments. Indirect measures of 
cost causation are used when no direct method exists. Finally, when there are no 
direct or indirect measures of cost causation available, either a marketing allocator or 
a general allocator is applied. In some instances direct assignments to regulated or 
nonregulated occur in an account where a direct cost pool does not exisl This Is due 
to either reconciliation activity at year end, or exception time reporting in an account 
where it is not expected. Since these occasions are infrequent and not regulariy 
expected. direct cost pools are not established. The bases for the apportionments In 
the Cost Apportionment Tables are outiined below. (Please refer to Section VII for 
sampling apportionment methodology description.) 

Agianed to Nonre9ulated 

When a cost pool is Jdenbfied as incurred exclusively for nonregulated activities, then 
a direct assignment to nonregulated is made. '' 

Selected cost pools '" the following accounts haYa a 
norngulated actMties as a basis for llllocatil i1J costs: 

1220 2411 1114 
2003 2423 6122 
2114 2441 6123 
2123 2890 6124 
2124 3100 6211 
2211 6212 
2212 .. 
2231 6231 
2232 sao 6232 
2311 5301 8311 
2341 5302 011 
2311 6112 a51 
an au 

t FSJIC M 
oM1'1'1!1Ftt 4 bit lC 4 sr ,. 

6411 
6421 
6422 
6423 
6441 
6512 
6532 
6533 
6534 -11140 ., ... , 

6812 
6813 
6821 
6822 
6823 
6711 
8112 
6721 
8122 
8123 
8124 
8125 
8121 

direct assignment to 

6727 
6728 
7150 
7160 
7210 
7540 .,., 

... .. . , ..•..• 
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• COST POOL APPORTIONMENT METHOO (cont.) 

• . 

Al''slOad to Regulated 

When a cost pool is identified as incurred exclusiVely for regulated services, then a 
direct assignment to regulated is made. Salec:ted cost pools In the following accounts 
have a direct assignment to regulated servioss as a basis for allocating costs: 

1220 2421 4370 6311 6811 7160 
1438 2422 4370 6341 6812 7240 
1439 2423 5000-5270 6362 6813 7310 
1500 2424 6411 6821 7320 
2003 2426 6421 6822 7330 
2114 2431 6422 6823 7350 
2123 2441 5301 6423 6711 7360 
2124 2681 6112 6424 6712 7370 
2211 2690 6114 6426 6721 7540 
2212 3100 6431 6722 7610 
2215 4040 6122 6441 6723 7620 
2220 6123 6512 6724 7630 
2231 4120 6124 6532 6725 7640 
2232 4310 6211 6533 6726 7910 
2311 4340 6212 6534 6727 
2321 4360 6215 6535 6728 
2341 6220 6540 7110 
2362 6231 6581 7130 
2411 6232 7150 

pals Enrr "''!1 Annuli Usagt - ts'!rftmwnts .. SW8T 

Common neiWartc ~ !hat Is not utl'Z'8d at tarlf l'lltla Is 8III)OI1Ioned to 
001'•10'...., on h b8Sa of I** nota8jp.l'atltl ralaflla forec Jtaif annual UIIQII 
a.. a 1t1rea year foc'ecut penoc1. A •~auauJnt iS a unll ol mn1n used to 
ror.talt lie usage~ on a PIIICMt ..... Kit IIJII•• r,...J 1nt a IMlfiW by 
.ttil '10' '11 ut ..,.... lind nor.,. ' eu MlttWn CM be -.. U1t1 d. The 
~lilelll ID nQI11119J'IIIId Is maida bJ dl¥idllng 110111110' 
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d lllaJJgmantl by 
tat~~•*n•w••ln ..... ,...e This beo r 10 p!Otlllls used to.....,...,.,. 
IIIICtad CIDIIt ptlllllln ~~~~~ 2212. 
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• • COST POOL APPORTIONMENT METHOD (cont.) 

• . 

peak fo!'!!C!!Sted Annual Usage - 128-byte seaments - Pac!f!c 

Common network investment that Is not utilized at tariff rates is apportioned to 
nonregutated on the basis of peak nonregutatad relatiVe forecasted annual usage 
ovw a three year forecast penod. 128-byte segments Is a unit of measure used to 
forec:ut the usege capacity on a packet switch. 128-byte segments represarn a 
manner by which regulated services and nonregutatad actiVitieS can be dlfferentiat8d. 
The apportionment to nonregulated is made by dividing nonregulaled 128-byllt 
segmanls by total 128-byte segments in the peak year. This forecasting process Ia 
used to apportion a selected cost pool in Ac:c:ount 2212. 

peals FQ!!C8sted Annual Usage - cou cycles- Pac!fjc 

Common network investment that Is not utilized at tariff rates is apportioned to 
nonregutated on the basis of peal( nonregulatad relatiVe fonK:Utad annual usage 
ovw a three year forecast penod. Cpu C'/d85 Is a unit of measure used to fonlcast 
the usege capacity on an analog switch. Cpu cycles represent a manner by whict1 
regulated services and nonregutated activities can be differentiated. The 
apportionment to nonregulated is made by dividing nonregutated cpu cyctes by '*' 
cpu cyclea in the peak year. This fcxec:eatiug process Is used to opponion e11la*d 
cost pool in Account 2212. Digital El&clloi'lic SMlclling, and Account 2211, Anllog 
Eleclronk: Swilching. 

PMfs Fotp""' Annual usage - m1 smpm .. ptta; 

Common netwur1t inveetme.lt that II not ullmd at tadlf ...._ Is apportioll8d to 
llCIIIfllllll' 11 d on the basUI of peale I\OIIeQI • ltd nlllllhe f<M11':sUed annual ~ 
OWII' 1 tine year fonlcast penod Cpu Haliilds is a untt of man n Ul8d to fOC1ICI?t 
lhe ~ c apacily on a digital swill:h. C;lu aeconds rep1111 nt a me~ a• by whiCh 
MgUIJIId SeMel$ and r.ol'.ntgo IS3Jd ICIM'Iu Cll\ be dlffa:tlll~ The 
IIIIIC)ItfaiiT*II to I1CIIi8g1118tec:lls made by GM:iir'lt ftCIIftQ'- a1a d cpu aeconda by-­
cpu Haliildl In 1M pealc year. 11111 bll llllliJ PIG' a II Ul8d to 1f410111Dil a 
n11 c-.t CDIIt 11001 in Accounc 2212. DiQ11a1 BacNr& S\JIIlhlrt;. and Account 2211, 
ANIIIO SliCitOIIIII: s II CfliiiQ. 

Ca:nu U I II lA fm: I 1111150'111 11'1171 Is ftall Ulllllillll II lll1lt ...._ Is ~ to 
••• a 7 a • Cl'l ...... o~ pea1c nGtl a 7 
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• • COST POOL APPORTIONMENT METHOD (cont.) 

. 
• 

Peak Forecasted Annual Usage - Call Volumes - Pacific and SWST 

Common networil investment that is not utilized at tariff rates is apportioned to 
nonregulated on the basis of peak nonregulated relative forecasted annual usage 
over a three year forecast period. Call volume is a unit of measura used to foracast 
the usage capacity on operator systems. Call volumes represent a manner by which 
regulated services and nonragulated activities can be differentiated. The 
apportionment to nonregulated is made by dMding nonregulated call volumes by tote! 
call volumes in the peak year. This forecasting process Is used to apportion selected 
cost pools in Account 2220, Operator Systems. 

Peak Forecasted Annual Usage- Octets - Pacific and SWBT 

Common Networil investment that is not utilized at tariffed rates is apportioned to 
nonregulated on the basis of peak nonragulated relative forecssted annual usage over 
a three year forecast penod. An octet is a unit of measure used to forecsst the usage 
on a portion of the signaling system network. Octets represent a manner by which 
services accounted for as regulated and those accounted for as nonregulated can be 
differentiated. The apportionment to nonregulated Is made by dividing nonragulated 
octets by total octets in the peak year. This forecast process is used to apportlot • 
selected cost pools in the following accounts: 

2212 2231 2232 2422 2441 . 

For those accaunts wt1afe ra&allve va1ua of ss'rries rnd wrgrs is lpecified as the 
batla for appomcuiug costs llftuaan "91J'IIad MMols rnd llDinQIIIII d actMtles. a 
nonregulated percentage IS de'> l'opad from the current mcnlh nlarlaa rnd wages In 
a apecillad grouc~ of acxounts. The not ngulatad I*C9I 1taga is de'> 11 aped by dividing 
the norngulala~ •zlz 1111 rnd: ages In ht ~Iliad accaunts by the ICtal Alaltes 
and wages In the acxounts 

The lllnOUnt appotlcuao to ncMIAIQI ·ase1 WCIUIId be ....ec. , 1 d by I1'IU1IIpl)'lng the l'ldiD 
of I\ICI'nQI ' 11 I QIIINftl mcnlh I 5 F1aa and Ui I geliD IDIIS QIIINftlmolllh tala 11M and 
nages In IN ..., f 1 accaunts by IN._ Vllua of IN COil pool For..,., .. the 
Sl If "'' Cor•........, 01:111 Poa11n ..._.,. 1220 ia "~~•" 1111118d 11881111 on h ntd.e 
Vllua of SPit an Oai•OIIICIIUI• ' 18a.,.. 1:ge11n ,a. • ZS11Inulh2382 and 
1011 ....... Thenolll g·5 1 S Nllo II h IDIISCUZ g· 1 t 1111-... lind .,. In- accaunts ~ ....... by .. - - 1lfllllln ~ 2311 
~2'31Urndal1. L"lkiDR The lUI I I .............. dby 
~~e.-~ne..CC~~~~llllllll!il rnde..lleailllll•s J>8liilii11SIDIHU g·· I J . 
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COST POOL APPORTIONMENT METHOD (cont.) 

• 

When Acccunts 2111 through 2690, Telephone Plant In Service (TPIS), are used as 
a basis of apportionment. the related accumulated depreciation and amortization In 
Accounts 3100 through 3600 end related occurrences in Accounts 2002 through 2007 
are also included in the allocator. The inclusion of accumulatad depreciation/ 
amortiZation and occurrences in 2002 through 2007 are determined on an FRC by 
FRC basis. For example. if the salaries end wages in Account 2212. Accounting 
Code 377C are the basis of apportionment, then the accumulated depreciation and 
2002 through 2007 occurrences related to Accounting Code 377C 8111 also included In 
the allocator. 

Relative value of salaries and wages is used to apportion regulated and nonregulated 
costs for selected cost pools in the following accounts: 

1220 
2114 
2681 

2682 
6124 
6532 
6533 

6534 
6611 
6612 
6613 

6621 
6622 
6711 
6724 

Relative Value of Current Year Salaries and wages 

6726 

The relative value of current year salarieS and wages alloc::Uin 8111 calculated the 
same as the relative value of current monlh nbriea and wegea allocat<n (aee 
previous elCJ)Ianation l The tenninology "cumlllt year" Is used to be consistent with 
the Uniformity Onler: any por110n of current year can be used and still comply with the 
Order. This CAM uses C\lf1'enl month n!r:'ea and wages. 

2112 2121 

Cym!nt fMgmbl Rep $11\2 anq N!Jpp .. CUM 

Mllny .-nt ra·uu .,_ ses (Accaunt 6112 lhrougrl 6585} will lnootliQI• the 
CQIIfllllll ol ~ aJD••I baGIIIII8 ._will be iNIIIJcly ei'IX:Ibd on .. 
beals ol plant ... ,. '"""" ~ 111 alll u IS b...a on follklllld peak amend. 
lllllillllfllllnCIIt ._..Ill. MMI481, and Olhlr ~· ii'U d ~ .,. 10 be 
11«11 d ...... on~ 'f'llil , .. 'UI' ft fiOII .. '' d .a. TheiiMOUI\t 
~- 10 .... ...., '&IU .... be ... 

1 

11 d br dl' '*" .. lUlU II 1111 d Cllmlnt 
(11101111\. Ul'illllul Clllllf lliiiiiCQ 8CIIUII .- ol __, Jt 11 111 t &Wid nJII· Dilt 
iftJ . 111'1 br W. ti'IIIIIB Cii11181!1@ Ill. Ul? I I Cilhll Ill ildki 11 Q 8CiiUII .a and 
... Ill ...... - ftiiiO 10 .. -----0111111 fliQIIIIIil. 

n.11114!111 fill'·ill-llllll!l't &Ill 7J I "IIIMciG'II ron for Ulllltld 
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COST POOL APPORTIONMENT METHOD (cont.) 

75% of ltle Ratio of Regulated Trouble Counts Cleared INo Access/ No Trouble Found) 

The Unifonnity of Accounts established a single cost pool for no access reports and 
no trouble found reports. Seventy-five percent of the ratio of regulated trouble counts 
cleared to total trouble counts cleared is calculated. This calculation apportions the 
Common-No Access/No Trouble Cost Pool in the following accounts: 

6311 6341 6362 

Current Regulated and Nonregulated Investment Value 

This allocator is used to apportion costs which are deemed to have an indirect 
relationship with certain types of investment. This allocator functions in the same 
manner as the "Relative lnvestmenr allocator detailed below which is based on the 
relationship of nonregulated investment to total investment. 

It differs from the "Relattve Investment Value" allocator in situations when that 
allocator is detemlined by forecasted levels of investment. Many plant related 
expenses (Account 6112 through 6565) wiU incoqlorate the c:oncept of folwacd.. 
looking allocation because they will be indiradly allocated on the basil of plant 
Investment which is allocated based on ftncasted peak c:lamand. Melnl8nanoa 
elCpenleS. howewr. and other non-plant related coats. ens to be allocaiN based on 
curent relative regulated and nonregulated use. In thole aituations, the "Cunent 
Regulated and Nonregulated ln'M11!uant VJINta" allocator 11181 the 8dUII lewis of 
imleatnllolt u del8nmned by the "Cunent Reg! datali and Nonregulated Use" alla<lUir 
lilted earlier instead of forecasted levels of 1m aumant. 

Tha ICXXM.Wits that ens allocated wdh usaga data ens thole listed pnwlously undef 
•eunent Regl 'illd and Nolweg1dated Use." 

Cumin niQIIIJl&d lnd ~ 'IIIIi in\tSIIIIIIIvaluU ens used to apportion llllctad 
COil pOOia in .. froloMII!I ac:couna: 

R!leUilAIIIdMII~•*fllll.,._..llllfW? 1Utof'e4Pill lllenclftCIMIIUllllld 
..._.Gnllll\qliiiUIIIII,l'lllllar1d!IIC8lllil81!111181id-aUIIIII. Fori Tfll,,... 
HIJIIIIIIII M"C' !Jhll!dlflfii8._GIIIii8M!',UI!II!IJIJ IlliG IWIIJIMII!uc4fll lllf I .. 
•• l;illlil 'Jf!IIU I :u t. 
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COST POOL APPORTIONMENT METHOD (cont.) 

• 

For !hose accounts where relative Investment value is specified as the basis of 
apportioning costs between regulated seNk:es and nonregulated actMIIes, a 
nonntgulated percentage is developed from a spec:ific Investment component. The 
nouregulated percentage is developed by dividing the norvegulatecl investment in the 
spaclfied ac:-.ounts by the total inveatmant in the accounts. Accounts allocated on 
relative investment provide for a direct causal apportionment 

The amount apportioned to nonregUlated would be calculated by multiplying the ratio 
of I10Migulated investmant to total lnveatmant by the total valua of the coat pool. For 
example, the Garage Work Equipment Cost Pool is apportioned based on the relative 
inveatmant value of Accounts 2112 and 2114. The nonragulated ratio Is the total 
nonregulated investment amount in those accounts divided by the total amount of 
Investment for Accounts 2112 and 2114. The nonregulated ratio Is then multiplied by 
the costs In the cost pool, and the result is apportioned to nonregulated. 

Relative investment value is used to apportion regulated and nonregulated costs for 
selected cost pools in the following a<XlOUI\ts: 

2114 3420 6122 6561 6724 
2124 3500 6123 6562 6726 
2681 3600 6124 6563 7340 
3100 6112 6511 6564 7520 
3200 1114 6531 6565 
3410 6535 6721 

The tllillal for 7 

I I II' 1111'19 costs to ~ pools In AAxult 2121 Bulldlnga. the Optqting 
Rent Colt Pools Ill~ 6121. L.and end 8uilldlng lbipel-. the C.lll1lAIIIa Colt 
Poollln Acc:laulll 2111. Cq 1 ' I 17171, end the t 1 d Colt Poallln Account 2812. 
II Jltold IIWIPNM!ftlll-. II by U11a1ge .,..,, I an thelnaiUl* .. WNn ,_.cost 
poola 011n be il!liiiH1ad aa ._ • ..., nm:Ulld .-: 1111~ or no~ngttru~ 
d1l111, ._ tie SIMIIII CCII pool ill 'qJ lid to Ill ' 1 ~ OC' l'lOiftOUIIlU 
..... ...,, 'Ut;. 
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.. W.lll mt: I Uf ... $411L 

nu 1 'I, r Jaum1r .. 
SIIIMII 1 tfl I t a dlt tt t;; •• , •• I ] I 
c: 1 f7' t •u a 



• 

• 

.· 

• 

• • 
COST POOL APPORTIONMENT METHOD (cont.) 

.. 

An apportionment to nonregulated would be made by dividing the previously allocated 
nonregulated salaries and wages in the 2000, 3000, 6000, and 7000 series of 
accounts by the previously allocated salaries and wages in the account series. 

1410 
2124 
2212 

4100 
4310 
4340 

6113 
6124 
6212 

6611 
6613 
6623 

6723 
6724 
6726 

6728 

Re!atiye Value of Regulated and Nonreau!ated Dlspatcbed Reoorts - SW9T 

For those cost pools where the relative value of regulated and nonregu!aled 
dispatched reports is specified as the basis of apportionment. a nonregu!aled 
percentage is developed by dividing the nonregu!ated dispatched reports by total 
dispatched reports. The nonregulated percentage is multiplied by the total costs in the 
cost pool and the resulting amount is attributed to nonregu!ated. This methodology is 
used to apportion the No Access Cost Pools in the following accounts: 

6411 6421 6423 

Be!atiye Value ot Regulated and Nonregu!ated Repeat Reports fo!!owjng No Trouble 
fOU!ld- SW8I ·· 

The No Trouble found Cost Pools in the accounts listed below - apportioned based 
on the relative value of regulated and I'IOmlgUiated repeat repo111 following no trouble 
found. A ~ naport IS cree1ed when a tecta llcian raiUml to a job after no trouble 
was found on the initial 1Mit A nouegulated peroe~dage is created by dividing 
norvegulated ret»at repoi1S by the toeat. The No Trouble Found Cost Pools in the 
follow'clg 8CCDUills - aanbuted with this melho¢ 

6411 6421 

For ... ~ ....... 8 I . 7 1 .....,..~IINioCOOI .. S 1$1C'lld 118 the Mill of 
~ - U1 Ill 1111 

7 
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n lil'll!lllu-... to l!illi t , 1 r 'nlill aillll um·aa eUIIIIIflln ru rr1 c.~ poo1a m 
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COST POOL APPORTIONMENT METHOD (cont) 

Plrectorv Soace - SWBT 

.. 

The White Pages Advertising Cost Pool's common expenses in Account 6622, 
Number Services, are allocated based on the ratio of the nonregulated business 
advertising space in each state to the total space in the associated state's White 
Pages directories. The Directory Usting Cost Pool's common costs In Account 2124, 
General Purpose Computers. is allocated to regulated and nonragulated based on the 
ratio of the nonregulated business advertising space for each processing center to the 
total space in the associated processing centets White Pages directories. The SL 
Louis processing center allocator is a combined ratio for the four northem states. The 
Dallas processing center allocator is the same as the state allocator used above. 

Tax A!!ocation-Ooeraling Federal Income Tax. State and Local Income Taxes and 
Proyjsjon for Deferred Operating Income Taxes-Net 

The common cost pools in Accounts 7220, 7230 and 7250 ara allocated based on 
operating book income before 1ncome taxes less interest expense . 

Dlrtctpry lwiltance Call Volume Uggt- PB anc1 SW8I 

The Opelator Systems Directory Aaaistance Coat ~·•·t:ommon expena•ln 
Account 6122. Numbef S...llces. - alia c:allld bMed on the l1ltio of 
nonregulated call wortc voMMs to total call wortc volumea. 

-'1 $11770111 ~ 
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COST POOl APPORTIONMENT METHOD (cont.) 

Analysis of Custpmer Bills 

• 

Every line on a bill Is Identified as regulated, nonregulated. or oommon. The lines 
which are eilhtr regulated or nonregulated are used to appor1l0n billing expenaaa 
accocd!ngly. The common lines are allocated to nonregulated baled on the retio of 
nonregulatad lines appearing on a bill, to the total number of regulated and 
nonregulated lines. This method provides a means to apportion the costs of 1alllel.ng 
data for and producing customer bills. 

2124 6124 6623 

Re!alive Value of Cost Poollsl 

The re!alive value of cost pool(s) is used as a method of apportlolvnent when one 
cost pool Is allocated based on others. An assignment to nonregulated Is made by 
develOping the percentage of nonregutated costs In the spacified cost pools to total 
costs In the specified cost pools and applying It to the value of the cost pool to ba 
apportioned . 

Salactad cost pools in the following accounts are apportioned baled on the relative 
llllue of cost pools: •.•. 

2111 2123 
2124 
31110 

6121 
&124 

The ~malt method fer ~lilt 1150, Glinl OI'LIIIIII ftom 1he Oilellllltionof 
LMid lnd AI1INDID. IS bllsM on ._ •II1DIIf8 of._ ..... being ~~~~ c11 ~ When an 
- '- bllan ~ 1-.d tn .. pra I . Mi of .... lid ...._end norncplated 
lduR11 .. ~orlasiiiiii!M · llblledon•• ',.,..,.....oft!IM._.­
WII htldlcl ill\ .. .._ bUrl di<IW lly .. tiMI prMcld of tiiM .. - Will In 
~ 1NI 11 CCI'•aent Willi\ .. " 1 111r111 '"' 'lid In OC Doclt' No. 84-487 
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COST POOL APPORTIONMENT METHOD (cont.) 

An apportionment to nonregulated would be made by dividing the previously allocated 
nonregulated current month salaries and wages in the 2000, 3000. 6000, and 7000 
series of accounts less the specified current month salaries and wages identified In 
the Cost Pool Matrix by the related previously allocated current month salaries and 
wages. 

Cost Pools in the following accounts use this method of apportionment to allocate 
nonregulated costs: 

2121 
2122 
2123 

2124 
2681 
2682 

Trouble Reoorts 

6122 
6123 
6124 

6724 
6725 
6726 

The Subscriber line Testing Cost Pool In Account 6533, Testing Expense is allocated 
between regUlated services and nonregUiated activities basad on trouble reports. 
Trouble repotts are ideutilied as either regulated or nonregulalad. The nonregulated 
trouble reports are multiplied by a dispatch factor to determine the number of trouble 
reports wtlietl were known to be nonregulated before dispatch. This ratio of 
nonregulated trouble reports to total trouble reports is multipled by expenses In the 
coat pool and the resulting amount is appoltioned to nonregulalad . 

Where relative weighted usage of lrni 1 tbnent is the basis for apportioning regulated 
ser.rices and IIOioegt 'atad aetiVilies. a riOIRgldUIII pen:l8l'llage is delleiOped from 
apecific 1m: I llt18111t CIQnlpOilerltll.. The w 'Jitlld IIOiftVJIJlL It petcent&ge Is 
clewloped by diNidlng the~ 11Mctrllel41n a Sf*illlli accounling code by 
the total 1m: IIHIIeilt in that field reporting COde In .. pool being allooaWII. 
Accaunling COda liDI: 111 1t on retalw m lghtld uuge of n• tnant pc'CMda for a 
<liniCS CIIIUISid ~ illleill 

The 11m01.11111 ~ to nollll.,.tl'ad -.ld be CIIIOI • 11 li by tnullllllytng the ratio 
of nGIIftiGI.fllld I ghlild usage of In\ II 'iMit to ..S lnttJLII :lrd by the totalvMta of 
the ~ paal The riOIIil8lll' 7 illS a' I IS usage II i. ' I I by WMCIIIII(I .. the 
fiiQalad lnu I : U in .. lllild repor ... cada -.g ...._._. ......... IIIII' 
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...... 1111110 r. Ill'! Ill it'll 11N1 elMS:; by .. t1111121 fl ._ ..S of the palllld 
Jnu t. 
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COST POOL APPORTIONMENT METHOD (cont.) 

.. 

Marlsttlna Alloq!tor 

The marketing allocator is used to apportion cost pools of marketing expenses for 
which no other cost causative cost apportionment method exists. The mariceting 
allocator Is based on directly assigned and allocated marketing costs obtained from 
selected cost pools In accoun!s 6611, 6612,6613, and 6623. 

The marketing allocator is used to apportion marketing expenses in cost pools In the 
following accounts: 

6611 
6612 

6613 
8124 

Gtotrat Allocator 

6722 
6724 

The general allocator apportions cost pools for which no other cost causative cost 
apportionment method exists . 

Accounts which have selected cost pools apportioned using the general allocator 
include: 

2124 
4380 
8124 

8512 
6712 
8721 

6722 
8724 
8725 

8727 
8728 
87110 

Npt !PO!G""' (\Jrlqtmdy- Colt Pgpl npl tn I pl. 

nco 
71110 
7:MO 

7370 

Dnct cost poo!s hllllt '" some IICCIIlUnll IOiely as ~ hatdera for the cost poole 
required per Uuifomllly. Far a a JM, tha dil1lclf u fa lid pools In Account 2121. 
~ ~n not 1n usa by the eor.--·••· Theee .. 8UCOidliW mllltced "NNt 
~ (Unlbnvlltf- COIIt Pod not In vee)." 
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• . ' • USOAPIII»~---- CoiiPDal..._ Co11Paai2F S . a CaltPaoiA ..... ......_. 

2123 Olb EqulpiMnl 
(Oft.) 

2124 General Purpose 
Compu1enl 

llirecl Cool Pool 

011ce Equl;lmd Cool Pool 

E-SmaiV- Cool 
Pool 

Dlrecl Cool Pool 

.,_ """"*"lplao• or~ lllliedly -~!.'""' 1o """"'9'Aa9e. -----­......, ... .,.,._ paa5L 

Basedon-lplootol~ -
- ... -lplict· .. aca>unling --·· , __ 

.. lndlrecl?y--on ..... _., ......,. ___ MgM,e>dudlng 

--...... --2211 ll1n:iugh 2441, one! 6211111n:iugh 6441. 

in<inlcll)'- - ... ,_.....,of .. -COli pools • Accounl2123, Ollce 
Equl;imd (e>dudlng the En-Smal 
Value Cool Pool). 

Directly assogne<llo reg<Jiated 

llirecl Cool Pool I Based on- ; ' • ol """""'*!! I DireciiJ g illd lo ~ -- -
Dnc~Sy_...,,,,,: 1-• or no IDnc~Sy• ...,ID..,._ -- -
~-, ..... a 3 

9 

......... ol •• l£1hdlr.......,»wa ' 2 3 

1 -- -
,... s--CootPoal ·-- ., __ _ -- -
-.Cool- -- ., __ .. -- -

I:==.,=·:·:,::·:·......... 7----206, a.- ..... 

-~-... __ .....,. .. .... 

• eomr..a 

Tills pool Is uoed by SWBT. 

Includes ollice support equ;p;;,..,, 
-company communicatiOns 
sysllim$. 

Includes embedded imlestmenllo be 
•OCftiZed over 5 years per cc 
Docket gs,s(J, begioooiug1/1198. 
Tto;s pool is used by SWBT. 

Tt>s pool is used by PB and SWBT 

This pool os used by PB and SWBT. 

Tills pool Is used by PB anc:l SWBT. 

This pool is used by PB and SWBT. 

1'llla poolos used by SWBT. 

1'llla pool is-"' Pll. 

-Cool- I a ' --- l1'111a ...... llusedbyPII ----------. - .......... .._...u_ .. 11 

iiiiiwl<-

., 
I 

.I 



• . ' • • ~PIIt32Aaloll*_ C..Paal,.... c.-~~~--- r r • c.tPaDIA4ece..,••••~~~~~~r:~c~ ecm...a 

2124 o.w.l "'­
Cw ,,....(Cwlll 

--CostPual - ... --lpllooiofaa:uunlng , ... ..,., __ ... ..- I ThlspoolisusedbySWBT. 
cwlosand compulor.... .,.__...,.,..._-value 

of cobltand-......... _ii&d in 
Aa:uunls"2211llinlagh 2232-2411 
1hrDugh 2441. 

~ PlaniMoli,..eo:e Cost I Based on doiulpfun IJf aa:uunlng llndireclly allribuled - on relallve value ai I This pool is used by SWBT. 
Pual cwlosandCUIIIIII*Ir.... c-ane~---- ............... --WIIgi!S ln-2411 

IIVough 2441 and 64111hrough 6441. 

01-..oJon SeMces ond- I Based on dosafplon of~ llndoredly- based on relalive value of This pool is used by SWBT. 
CW•-•CostPual c:odooandc:a ,,......,._ --andSialloncoiWiectious c:un.----- in • ...,.,.,._ 2311 llwough 2..01 and 6311 

1hrDugh 644' 

Signaling Cost Pool 

Mc:iDCGUS I .. Collt l'oDI 

E I fl 1-VWU.c.r ..... 

cs •• c.r,... 

...... c. .. 

::::.:::•:: IDng I:S":!~==~ I ~~=~T Trns In-2212. Digllill- S II Ia.,_ -is used to count usage of C&1hl- signaling inveslment 

a--ton Sn ;1 Niaf •• 1•• I) as,..,._. ... + ., - -----...... - .. 
-- ., .. -

---........ ·.:•• 112211 
-.. 2441. and 1!211-.. 6441 

......... _ ... __ of 

.. 0..._1 If$ .. 

---- Cool 
....... _2124._.._ 
~ 

lnduda embeoded inwstleteo'dlo be 

--"'-s_....., cc --_ bogliiMIQ t/1/118 . 

-- -·--· • ----- ~--10-byNIII - -----........ ... .......... " ....... , __ .... ..... .. 
.... u .. ..... -- --•-IIJSWBT -- ...... 

.......................................................... -. .. ._ .. ._._ ............ W~--~----... ---~" ___ .......__ .. - eWiili""ii~ -.~--¥ -- --

• 
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~-:12-

2211 Anllog­
s Jld ... 

2212Digllal Eleelronlc 
Switching 

Call Pool-

lllnlc:t Cost Pool 

lllnlc:t Cost Pool 

Anlllog Cosl Pool 

Direcl Cost Pool 

Oirecl Cost Pool 

PacRI Swllch Coot Pool 

Signlllng Coot Pool 

alM Cool Pool 

• • CDit Pllalldlw r a • Coli Paalt_;p ..... lllllhod eomo-u 

- ... -....-.of~ 
codes. 

~of equipmenl in .... , --
Based ... -...-."'~ --
Based on descriplion of """""*'9 -

lllrecllt .. 'g i6d lo regulaled. This pool is used by PB and SWBT. 

• 
This pool is used by SWBT. 

lllreclly-basedmpealc loiec••lod I This pool is usedbyPBand SWBT. 
- uuge. PB uses cpu cycles; SWBT uses 

mes ges. SWBTs investment is 
frozen. 

Oirodly assigned to regulaled 

Based on descriplion of~ I Owecllyassigned to norwegulated I Ttas pool is used by PB and SWBT. 
codes 

Baled on 1M+ ; J' • ol ~ I Dnclr ..........s baSed on peak beustodl I TNs pool tS used by PB and SW8T. 

- -- PB- 128byle_,enls; SWBT 
-lollosagii ...... 

-... .............. llllrecllt --... poa ... I ' I This poolr.; ... .., by PB and SWBT - - ,_ -- ---.. DlltK8r .... , ttrt ...... •lu: , - -..... PB -cpu~ SWBT uses _.,._coe..._ 
.....,. swars •:sellu:att ts frolen 

-pool .. -by .. .-~~u ... If -~=·=-=-=·=· ·- 1......, ... _....,._ .... -..... -
~-:•:un::l~l:::: .. ::~ 1:. :''::"::':.:' ... :::: ·-..... ..... 

.................... , ..... _.,.._.,. ----....... 
____ ..,. .. 

"' " =-.,. -·"- "' -------~-- --- ..... ........ 

• 

• 

I 
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• 
2311_....,.. Dnd Coot Pool 

Dlrecl Coot Pool 

2321 CulbMr P&&i .... Dlrecl Cost Pool 
Wiling 

2341.._PBX Direct Cost Pool 

Dnd Cost Pool 

2351 Public r"""""" .. Dnd Cost Pool 
Tennn.l e. 'f iiMII 

' I 

·~:ca·-~ 

• 
-on$Kilplootol.........,.. ....... 

- 011$KilpiiOIIol ............ 
codos. 

Cost pool equals ..,.,..n. 

-on-..lplootol.........,.. ....... 

-on<le• \f ,.,.........,.. -
Coot Pool ..... -

~~1.;-:,,i...£:::.:' 

Dlrec:lr IISSigned lo lllgiJialed. 

. . 
Dlrec:lr IISSigned lo nonregulaled. 

Dlrec:lr assigned 10 lllgiJialed. 

Diredly IISSigned 10 ~-

Diredly _.... 10 nonregulaled 

once, [Swdtoauu J'' f 

• earnr-u 

Includes lllgiJialed - "" _,_..IuS lor 911 emorgency 
systems. This pool is used SWBT • 

This pool is used by PB. 

Regulated inlleslment includes • 
o..tomer PJen II! I Equipment for 
911 emergeeocy syst...,. and 
embedded (as oll/1183) investment 
in oenlm>< seMc:e (Pie""')R consoles 
This poolos used by SWBT 

This poolos used by PB and SWBT 

• 

.. .- 'tllr"""""'"· --
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• USOA-32--­DIJIIICIIII:a l{conl.) 

. ' 
Cooll'aal-

~Plant Cos1 Pool 

• Cost Poallda a • Cost Pool "*"' ....... Meh:ld 

-on desc:rlpllon of~ jhlllecly- based on relalive 
mdes. n tAelll value ot OUiside Plant m 

-2411llvoogll2441. 

• ~ 

General Suppor1Asset Cosl Pool Jllased on desc:rlpllon of~ llndireclly .aribuled baSed oo relative 
-. In\-.-a~ Genera 5uppor1 Assets 

ln-21121!1mUgh2124 • ...:!udlng 
equol-. 

Acanulaled ~· 
Future Use Cosl Pool 

3410 Acanulaled 1 Accumolaled Arnorllzallon -
Amorllzallon -CapllaHzed L- Cosl Pool 
L-

3420 Accumulaled I Accumulaled-. 
MAA-1 -L- a.-.go Cool Pool 
lmDI'Ouements 

3500 Ac:cumutaled I Accumulaled Amorazllt-.• 
Amor1lzallon -1-iglble k ... ;II Coot Pool · . 

3100:aar~ I o~Oiw 

.... Q I liS ..... 

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

........ CcMII ..... 

a.-II ........ C C I 
I I a 'II . 7 ' 
'r Q II -..... --~:: ... 

DloootCosl,_ 

Cosl Pool equals account 

Cos1 POOl equals aa:oun1 

Coot Pool equals"""""" 

....... , 111• uof ............ 

-- .. ....... 
-- an -Clod---
Clod---

lndlrecly allribuled based on lhe relati>e 
111\wli:>enl- ol Aa:ounl2002. "'-" 
Held lor Future T elecommoolcalio Use. 

lndlrecly al1nbu1ed baSed on !he,_.., 
In u CSis AIN d value ol Ac0Junt 2681. c.apteal 
leases 

lnCJnclty aftrlbuled based on r~ 
ill I 11 I II ...._Of Aa:ounl 2612.. 
I hald ..,.., 1 I Its 

1 n ediJ .-a ...... baled on. N~attwe 
1 a ,_.,_.._ 
.,.. as •• sa, .. ....._. ••• CcMII __ ... _ 

r 5 1 a cColtftool.. 

•• diS•• 1 ................ 
....................... CcMII ..... ... -. .... _.,,. __ ... , __ _ 
................. Clllatrpo-
1 n c.._... -. 
...... 

.,.........._.. ····---...... -----­.......... -... 
liiiFollrll!ir .. ....,._ 

·------··-··--·- --·-----·--

The cosl pool strucll.n> for 
...,.._,._depredation Is different 
lhan Telocommunlcallons Plant In 
SeMc:e. Mass asset depreciation Is 
used Ybch does not require the 
same leYei of detail as the 
inYestmenl accounts This r}()(, 1s 
r~ liSt:d by PB 

Thts ~IS used by PB and SWBT 

_....,. .. ......,_ ..,.,.. 

~~~------ .... ===~::.:,::.-

--------------------···--··-- --~ --------- ----::.-
7117 P _________ I I 0 t · 

.I 

• 
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USOAPooi3Z- Cooll'aol-

4110 Not~ Defonad I Plant Cost Pool 
Ot ....... 
T-

4120 00.. Acaued 
I hel$1 

4310 Other Long· T enn 
IJabllllles 

4340Nei­
~Openollng -T-

,.._,..,. Cosl Pool 

Direct Cos1 Pool 

Direct Cosl Pool 

..-.--OIIW 
Cool Pool 

Dlrecl Cool Pool 

l'llnl CosiPool 

NDR,....C.,... 

• 
Based on descripllon of acaxl1llng 
c:odos. 

Based on -.lpliin of acaxl1ling 
c:odos. 

Cos! Pool <IQI8s aca:IUI1I. 

Accoont- Mtalysis. 

- ... J ........ ~ -
8ased on til • c a asv -

lndlreclly allribuled based on current 

•egulallfl-111l1W8g1181ed ~-.... value 
of Al:cDI.III2001. Total Plant In SeMce. 

lndlreclly- based on oompany -----
1 Dileclly assigned 10 regulaled. 

Oireclly assigned 10 regulated 

lniiiNciW • ftd biiMd on ".......,.., -----
~ glediO...-

lulllllllon Gfq H 14 11:1 , .. tt1.....S•Ac::I::Dul'lll001. - ,__ ... _ 
. -- ... --· .. _ .............. _ ... , - -------

• Comments 

Amounls In !his accot.Wll will be 
--from ralemaltlngln lhe 
_..,. process; lhus allocation 
belween regulated and nonregulaled 
ts not necesscNy. 

Amounts 10 llliS cost pool 'Nill be 
excluded from ratemakklg in the 
SeparaUons process; thus allocahon 
between regulated and nonrL"gldaled 
Is no1 necessary. 

This COS! pool is used in ratemaking . 

~--alilog "'""" _,..od...,equalacceso 

-~· Tho!tpoolos 
"""b!~SWBT. 

~-······~ ---· . ~ ... ..-.-

• 

• 
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USOA-32- Cool Pool-

6112MoOlrVehldeE><penS8 I DireciCosiPOOI 

Direct Cost POOl 

Common Cost Pool 

6113AitaaiiE><penS8 Common Cost POOl 

6114Tooh-OIIIo<Work I DiroctCosiPOOI 
EqulpcMnll!xPIIIM 

Dlncl Colli l'ool 

~ Eq1 Ill I ani Coli Pool 

C II It: Toolll Coli Pool 

----­... --
: ... •tit ... 

• Coli Poallltw r , , Colt Pool Appcalkw•••• Method 

Based on dcscrlploon ol accounting --
Based on desaiplion ol acalUIIing 
codes. 

Based on desc:rlplloo ol accounting 
codes. 

Cost pool equals accounl. 

-on dnalpbon o1 
co II 1 c::odee. -an do_.....,.., ··­......... \5 ,, -

.......... ; .. -
-- .. -
...... , 4 .. 

- ..... 

Otrecuy assiyltt..'d 1u rt.oyiJI..itL"d. .. 
Diredly ass9JOd 1o nonregulaled. 

lndlo8cll)' allribuled based on relative 
--ollhecommon cost pools 

{e>rdudlng "'" Olslr.hullon Services­
Cenlral Olfice cost pools) in Accoml2112. 

lndirecliy attribuled based on company 
curren1 monlll salanes and wages. 

Oerecdy asstgned 10 regu1aled 

Dlrecar ..... lilld 10 IIOUI LD llated. 

114ad.IW .altA 11 d based on re1a1tve 
(IRs ••••.._ .... .,_"'-": 

E t ': 1111 Cost Pool 1ft Ac:cDune 21M. 
Toata__,OIIw,._.Eq t; cd. 

;:·::1\;·:·:·~·:---_., .. CISor_ 
f I 0 I Cool- ............ __ 2114. 
T--CISor-'' \ 

1:::::::~:::::-.. -_., .. __ _ 
.. IW&--IIIo 

,..,_2114. --CISor-
~.-- .. 
:~;:;::;:::::-: .. .... a 5.. .... ..... ------------------.-... --

• Cammonls 

This pool Is U!i.t~l by NU and swn r 

This pool is used by NB and SWBT. 

Represents lhe remaining eltj)f!OSes 
- dearallt1lS 1o construction 
accounts and on.er plant specific 
expense accounts. 

The Companies do not have Aircraft 
investment. 

This pool Is used by PB and 
-T. 

""' coot pool ~NAnce represents 
.. ,.. 1 2 •• ' ......... 

dl aKA to u 111 uctlon ....... - ....... plant spec:lllc 
...... It UfttS. 'fNa pool Ia _..,_. 
Tho coot pool--.... ,. re e ,....,.. 
~ ,.,. 
:::..:-=·=-· plant spec:lllc ......... lllllltJ.'INsJIOGIIs _..,_. 
..... ......... -.., .. -.... 

- - www;; IT I :.;.~"· £; ;:; ; -=--

• 
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• . ' • USOII-32- Coot Pool ...... Cost Paof ld&i [I' I Cosl Pool At4»oi lb•o•. Melhod 

n•ou.r(lpel~t~ng ...,._.._ 

rno Operallng lnoeslmonl 
r .. Cnldlls - Nlll 

Other ()pefating Gains and 
~Cool Pool 

Dlrocl Cost Pool 

Based on descriplion o1 ac:c:<U1til)g 
~andAa:auniTIM-1 

~-

Based on desaiplui• ol acaiUIIIIng 
c:odos. 

lnvestmenl Tax Credit Cosl Pool I Based on descriploon ol iOCalOOiing 
codes. 

7220 Operallng Federal I Federal Income Tax Cosl Pool 
tncomeTa,; 

7230 Operallng- And I -...,Local Tax Cost Pool 
LocallncameT-

7240 Opelallng Othef T- I Dlr8CI Cool Pool 

Pr-'f r .. Cool Pool 

0...---T•Coet-

a.. ... c..-

_ ,I --PEt..... I ......... 
q ...... ....... 

Cost Pool ~ liCXOUnl 

Cool Pool...--

....,on or• •• -- ... ....._.,_..,.. -
..... ..--· -
..... ..--· .... ...... , ..... _ 

General Allocalof and Account Transaction 
~Vr~~f*.• 

Directly asslpd lo nonregulaled. 

lndireclly allrobuled based Ofl U1e C\lffenl 

..--~ --­ol Aa:aunl2001. Toloconw_..._os Plant 
In SeMce.less Accounl2690. lnlangibfes. 

Directly .Jftnbuled bas.ed ou operclbng book 
income before tneome ta~ less ll'lletest ·-
o.-, ... - -t>asedonopeo..,ogbool< -------Dlredlr ........ lo--

........, ... .., ......., 'Oft e.Qaftlnt 
- 0,, Ct I • .,.,. .. 2111 ____ _ 

Q3ll ----

..._., __ _ 
' -

• I; -----.. ...__.-. -- -·· -~ ----- -~-----·-----
._ __ _ 
--
Ia - s s ..-JIIJ a .... 

• Comments 

This pool is used by PB. 

• 
This pool IS used by PB and SWBT 

This pool IS .aed by NB and SWBT 

• 

-
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• • --32- Celli--
11120 e•-,.•• 1 llinlct Cost Pool ......... ~ 

7630 CUrnnllncame Tax I llinlct Cost Pool 
EIIIIC:I Of E-. Ordinary 
Terms-No! 

7640 PrO'Mion For Deletred I Direct Cost Pool 
........ TaxEIIedOI 
E~Homs 

7910-EIIIIC:I Of lllnc:l Cost Pool 
.bllclt:IDi .. blllr .... l9 
Olfaaw:aa·NII 

7180Nww a,, ,,... ......... Dlrecl Cool Pool 

• 

Cost Pool equals account. 

Cost Pool equals ac:axn. 

Cost Pool equals ao:oun4 

Cool Pool..--

Cool-..--

• 
Directly assigned 1o regulaled . 

·. 

llinldl"i '; led 1o regulaled. 

Diroelly ossq>ed 10 regulaled 

~~ ;ad1D"9 ' 

_., ,._ ,, 

• Comments 

I Anlot.u In this account wll be 

............ - ralernaltlny In the 
~process; 1hus allocation 
""'-' regulated and nonre;ulated 
Is nol necessory. The Companies 
rarely use Ulis account. 

Amounts In lhis account will be 

...... --ratemaltiny In the 
~allons process; 1hus allocation 
- regulated and nonregutated 
is not necessa<y. The Companies 
rarefy use rhis account 

Amounts tn lhts account will be 
-~om rotemaltlny lfllhe 
~- .. process; 1hus allocation 
.,_.,., regulated and norwegulated 
Is not necessory. The Companies 
oare1y use this account 

-In this accounl ... be 

·- lrom t --.gIn tho s e r • PfOOIIS: .... a~~oc:aUon 
....... ng , t d and norngulllted ..... 

liiriiillr --
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• • SECTION VII-TIME REPORTING PROCEDURES 

• TABLE OF CONTENTS 

• 

: 

• 

A. TIME REPORTING METHODS USED TO ALLOCATE EXPENSE TO PART 32 ACCOUNTS 
This section details the time reporting methods used to drive expenses to the com~ct Part 32 
accounts and to meet the Part 64 requirements for separating regulated and nonregulated 
expenses. 

B. STUDIES FOR PART 64 ALLOCATION OF MARKETING AND SALES EMPLOYEES' 
EXPENSE 
This section details the studies that are used to allocate the cost pools within a Part 32 account 
to regulated and nonregulated to meet Part 64 requirements. They are not used to drive payroll 
expenses to Part 32 accounts 

C. TRAINING 
This section covers the training methods that are used by Nevada Bell. Pacific Belland 
Southwestern Bell Telephone Company. 

D. MONITORING AND CONTROL 
Thir.:section covers how the monitonng and control requirements are mel 

E. RECORD RETENTION 
Record retention requirements are stated in this section . 

F. AU.OCAnON OF NONPROOUCTIVE nME 
This section dft'Hs the a'ocll»• of nonproductive time. 

G. ALLOCATION OF COMBINAnoN TRAVEl. nME 

•····· ... 'llliltl t M1FY aCt JL t; 
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• • A. TIME REPORTING METHODS USED TO ALLOCATE EXPENSE TO PART 32 ACCOUNTS 

Thls section of the Companies· CAM describes the methods used to assign salary and wages to 
regulated and nonregulated operations. Job functions are used to directiy assign or attribute costs 
whenever possible to regulated and nonregulated activities and to a specific Part 32 account. When 
an entire function cannot be directly assigned or attributed. time reporting is used to assign costs to 
regulated or nonregulated activities. Two time reporting methods are utilized: Positive Time Reporting 
(PTR) and Exception Time Reporting (ETR). Chart 1, at the end of this section. displays which method 
is used by each functional work group. The chart also displays for which employee groups sampling is 
utilized in conjunction with time reporting to allocate to regutated and nonregulated. 

1. Positive Time Reporting 
This method of time reporting assigns labor costs by identifying and reporting time for all activities 
on a daily basis. Positive lime reporting drives payroll expenses to the appropriate Part 32 
account. Network Operations and engineering labor forces use this method. Employees that 
positive time report use several lime reporting accounting codes. Positive time reporting wil be in 
one-quarter hour increments. There are two types of Positive r111111 Reporting. They are 
Conventional Positive Time Reporting and Sampled Positive Time Reporliug. 

II. Conventional Positive Time Repoctiug - Neveda Bell, So~tem Bel, Pacific Bell 

Emplo~ who use conventional poailive lime reporting identify one lu1dred pet cent of their 
lime, in ftfteen.mlnule incmneuts. on a daily batis. ,; 

b. Sampled Positive Time Repoctng - Pacillc Bell, Enhanced Time and Oialribution PiC C3 I 
(ETDP) 

Sampled positive time niCI(II1IIIgiS used.,...,., ... who oonsiltenlly report their time to 
!he aameiiCCIOUIIIng c•an"leatiaaiS and wt1o1e ~ .. ~dan 'II riM to 
expeme acc:ounla. The....._. dulg led to prvvtrJe an alklcllliau of.,....,,, ... 
limlldCIITI 10 en GC*ISIIICCOia'it. wtlldlil wfthin 'W• 3 petQelgg. pointS It the l5'llt ... of COIIfideiM:e. Emclta II II wtlole aJ:CCII ani dill "iaJJM 10 coniWdiOn (c:epft81 accounll) 
report by COI'IW .. diolitlll PQII .. lime N$1011'1i1J. 

Empicw ••• C04•ect by~~ c ••••~~me ,..,...'9 .. t:~lllllh!lded 1n10 ~ 
dl I' ITI ..._upon lhllir UOCIIIIiJM and jiiO ... EMil\ dl Ill il .. l'idl l'tJ ., $IIMI 
niCIIIINy tculllllact 1'1n11~ lime 'Ill: t at•• • 1£1' a of .. dlllllr. For the nu•tly 
•• , ... Cll I$ l'f lll? t "11161111116 't 1 ~ I'J ....... 1111Cidl04 fFft Milici 
1npla » ...-.. aau• 11 . 

, ... , t atiT e .. 
'111101. I MT 1 IC Itt; 
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• • The names of the selected employees are forwarded to trained Tlma Reporting Analysts 
who conduct the actual sample procedure. The selected employees complete activity logs, 
which identify how their lima was spent during the sample period. The Analysts, using 
interviews, randomly verify completed logs. A review of the quality of the reporting (e.g., 
completeness. detail, and match to source documents) is also perfonned. 

The activity data is then compiled and converted into the appropriate accounting 
classifications. A percentage distribution for each cluster is developed from the previous 
three-month period and is input up front into the time reporting systam for all employees in 
each cluster. Employees in the ETDP population who are not selected to be sampled, report 
only actual time paid (such as a nonnal eight-hour workday or paid lima off) without 
identifying any distribution to activities. The expense related to paid lima. by both sampled 
and non-sampled employees. is then distributed to Part 32 accounts besed upon the 
percentage distribution of the employees' cluster. 

Any work outside of nonnal job activities, such as uniquely required regulated and 
nonregulated product/project tracking, contracts, and other special projects not captured in 
the activity logs, are reported using conventional positive lima reporting. The positive time 
reporting drives the expense to the Part 32 accounts and to regulated or nonregulated 
products/services as required based on the cost assignment date that is input . 

2. Exception Tlme Reporting 

Exception lime raporting is the method by which emplc) a 11 report tiiM only whan etlgaged In an 
ac:11v1ty oulllda their routinely 8SSigfl8d functions. &c'IIID• to nonnal wortt activities include time 
paid but not WOIUd (e.g., ...... liOnS. holidays. and paid ewo•ad WOI1utays). as well as llniql.-ly 
requintd rege"UUd and nonAigUiatlld produdlpnlject tnddug, COiillllda. and other special pcajKta. 
The accounting syslam assigl• cosa to boltl the e•O'IIIIkR• hiiiJCINd and routinely au'aned 
fulidlona- 6llaws: 
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• 

• • a significant shift In employee JOb functions occurs. It is tha responsibility of the employee's 
department head to Insure that the accounting information is accurate. Accurate dally time 
reporting is each employee's responsibility. 

Establishment of accounting codes associated with nonregulated activities on the employee's 
payroll record will be utilized only in selected instances where the time spent on nonregulated 
activities remains stable. This method of capturing nonregulated payroll expenses is applied on an 
individual basis. For example, a product manager who month after month spends 80 percent of 
his/her time on a nonregulated activity can utilize this method to properly record payroll expenses 
by indicating on the mechanized employee payroll record that 80 percent of his/her time should be 
assigned to the nonregulated activity each pay period. If this product manager then worked on a 
special regulated project for a period of time. exception time reporting would be used to assign that 
time to the appropriate regulated account code. 

B. STUDIES FOR PART 64 ALLOCATION OF MARKETING AND SALES EMPLOYEES' 
EXPENSE 

This section details the studies that are used to allocate the cost pools within Part 32 accounts 6612 
and 6123 to regulated and nonregulated to meet Part 64 requitements. They are not used to drive 
expenHS to Part 32 accounts. Chart I displays the various sampling methods and the employee 
groups for which they are used. 

For the martceting and sales emp~o,ees. the costs associaled wilh their routine job functions are 
aAigned to the ~ pool Within a spec:dlc Pert 32 account by Accounling Codes assigned ID 
the employees. v.noua allocabon melhods are used to dillrlbute thole cost pools to regulated and 
norngulated. The al'oc:aCD• melhods are applied ID pools for spec:illc accounts In the Cost Allocation 
Syatem (CAS) PftlCrnn 

1. For s.1M 4lfi1C)Ioyna • Paallc Bell. En:wiCled Sales ime ~1ing System (ESTRS) 

Thla a!locatiou nliSilocl ~a lime I!UCty to lllll :a·• ,. f891 1 UI~. nonregulatltd and 
~lima of ciiNct sales r:MnQIIIIIIII w8WI AcoiJIIAI 8812. 

The ~ ..., .. ,. 1$ ~II II *' to ._ ...:f'l 61F'CIIU,.. In ....... population llllctld 
onoa per quan.,. The..,._..- • 2 -,a. The •••• d8ll of the lllll'l$)le period is 
l1lftdomty dSCII • The 61T;Aa;UI to lie 1111...., dllmg ...:f'l manl'l are IIII!Md ualng I 
r.,.;om I'Ui I ID II IiilO 5 I II 

•• . I 
'llllll"lr 

nr m 
aCw aa Ill 

••• 
"I liD 
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The selected sales personnel complete daily logs detailing their regulated. nonregulated and 
sdminislnltlve work activities. The Trained nme Reporting Analysts review these logs. After 
being reviewed, this information is used to compute a three-month rolling average of regulated, 
nonregulated and administrative/nonproductive percentages. The administration time is loaded 
on the regulated and nonregulated time based on the percentages calculated. The percentages 
are used to allocate the cost of ali the employees in the ESTRS population. 

The employees in the ESTRS population who wel'e not selected to be sampled. report only actual 
time wort<ed without identifying any distribution to activities.. The total paid time. including paid time 
off, Is then distributed to regulated and nonregulated based upon the results of the pan:entages 
distribution from the three-month rolling average. 

Any exceptions to normal work actiVities, such as uniquely required regulated and nonregulated 
product/project tracking. contracts. and other special projects. are reported using exception time 
reporting. The exception reporting driVes the expanse to the Part 32 acoounts associated with 
the exception code used. 

2. For Sales employees- Southwestern Bell, nme Reporting Activity Control System (TRACS) 
. 

Tl!ia allocation method Utilizes a time study to aMocate the regulated, I'IOilregUiatad and 
administrative time of dinlct sales pefSOI'"oi181 wiltWI Account 6612. 

••• One twelfth of the employees are selected each month. The ~eas are selected usmg a 
• nandonl numbergenec11tor. All ernplo)aaa are studied onoa ead'l year fora full month. 

During the atudy month. the sales IMII'Iou;lal ~l••e a miC:haniDid form detailing their 
regulated, naallgUfated and lldlninlsU1ItiY wort ac:IMtlel induding cuatomet contacts. 
Information pnMded includes: 
• CllltDIMf 
• nmeapenton contact-~ 
• Procluc:a dilcl Ill d ..... the customei . ~ .... 
The libil IIPIII IWu•••ed by the TRACS Ci1 I dliWIIn end__, in a CII'IRI Httblll !Qalll)li. 
The 11bn d II\ ill _.., 110 ~ A01111J : I 3 

, Lt. toe I 
3 I d and adlllll I til all .... 

: nCifiiMdOI..,. i*OU 7 jlU 1Nt - .... f[ , tt4 iniiD 8 IUW Ri011li ftl1ing ._,.. ge of 
rra · · ltandi\Oia a· n riNOU' an n.dml tttUI ..... illl..,...onthe• a· kdtmd 
IONIJ 'IOIII..._,on .. pua$ 2 'Nipar•I'IJI f U d!Dnlll ... lnlolha 
CAS IIlli 1 il Ill ill 111111111 tur t .. Pi 8aSw Cattl POIIUIU :•1112 wflillh 0111 I I • 
W.l Jl TUaf .. I It JILIWillll.-fl'd I tCI:IdlsafZIII:IO-ZII)t 

,., t I I'IIITIUIII F 2 llllhlllllllk lillllll aa u 2 1; I 4 t .. I I ' ' t - 1\011 I 111 I' 
11111 "1;1 UlllU P & ---IIIJII J';e J 1 _.J I 1!111-.l tJ k4•-
IIIJ18$, 1'tlll I l ........ U £1\llllila,.SII 'llt?Jff' 1 .... 
.. , 1$'11 ....... 
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3. For Service Representatives - Pacific Bell, Sales Channel Study 

This method of allocating non-exception reported time utiliZes a time and motion study to allocate 
the regulated, nonregulated and administrative time of service representatives within Account 
6623. 

Company statisticians usa a statistically valid method to randomly select the monthly sample siZe 
by stratum. Each sample is then generated using a random number generator. Employees that 
have been sampled previously are not eligible to be sampled more than once in the same calendar 
~· . 

A time and motion study is performed to determine the percent of time spent on each activity. The 
results of the study are used to detennine the percentage of actiVities. on avet'llg8, that are 
devoted to regulated products/services vs. nonregulated products/services. The administrative 
time is loaded on the regulated and nonregulated productslservices basad on the results of the 
study. 

The resulting percentage is input into the CAS system. It is applied to the costs in the Service 
Order Coat pool in aocount 6623. This pool contains lhe expense for the paid time, including paid 
t;ne off, of the service representatives. 

Any exceptions to normal work aCtivities, such es uniquely requinld regulated and nonregulated 
producllproject trac:klng, contracts. and other spec:lel projects, ans teparted using excepllon time 
repol1ing. The exc~ fliCIC)Iting drives the...,.. .. to the Part 32 accounta anociatld wllh 
the exception code used. 

4. For Service Recll'ltl tar-· ~Bel. CI.IIUner ~Expense Study 

Thillllllltlod of alk+•tQ non-e•C4Pi00 reported time u"' as a wont Aldy ptOOedunt to lllloailll 
the f1eC11 • II~- 1101111g11 tul and adminiailti .. time of MNiae '""" ••• Czli•• wll*\ Acaaunt 
8123. 
Thillla Aldy buelt on a work ••"*'Ill ~ Thewa~tt sutv II doniiiMUIIIIy. The 
~·· 5 f *M .... a Jill . I"> 'Wildnilllllldtodl?l ...... oflaeltabeadedendthe 
-atwtictt .. a~ IIFJIIIu•II'IC!uld be ft'lllde. Whin 1Jn ofllae IIRidllld. all•l J*,.llin the 
... II ap ' f Ni Mllndildlld 

• n. llllt<'ll? 1 a1 • s• • 111 111'1 .. II' I n t ClllilllaiiiMt cillur-..d at .. CN lit 1 •• lliNa 

• 

.....,_.. .... n.••••af .. ..,.. ... ..,IDIIU:fill• ..... •- a af..,.IIIIB,on 
l:tJLQJ,IWI ... IIIIttlUIDI I 5 

fJIJII I tsrUUW..IGUII 
5

7 1CNJfl'lWIIMOia. The 
II I •• HI' ........... an .. : a 7 

.... fl[ a •• •••towb&bllton .. ........ .., 

'!fll II I 17 I I n· 
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Any exceptions to nonnal work activities. such as uniquely required regulated and nonregulated 
product/project tracking, contracts. and other special projects, are reported using exception time 
reporting. The exception reporting drives the expense to the Part 32 accounts associated with 
the exception code usad. 

5. For SeiVice Representatives - Nevada Bell. Sales Channel Study 

This method of allocating non-exception reported lime utilizes a time study to allocate the 
regulated, nonregutated and administrative time of service representatives within Account 6623. 

All employees are included in the study. A list with all employees IDs is provided, and the person 
doing the study continually recycles through the list every day for one week. 

Incoming calls are monitored and tallied to identify the nonregulated and regulated work activities 
performed. 

The results of the study are used to determine the percentage of activities, on average, that are 
devoted to regulated products/seMces vs. nonregutated produdslservices. The administrative 
time is loaded on the regulated and norvegutated productslseiVic based on the results of the 
ltUdy . • 

The resulting pen:entaga is input into the CAS system. It is applied to the costs in the Service 
Order Coet pool In account 6623. This pool contains the expel- for .. paid time. including paid 
time off, of the MNice I'Bpnlllntali..... h 

Any exceptions to nonnal wen ac:tivities. such as uniquely reQUired regulated and I'IOI'lf8gUiated 
produc:tlprojec:t treclung. contracts. and other special Plg;ects. are repcMted using exception time 
nepcwting. The excep~~on reportmg clriYa the expe~- to the Pert 32 accounts asaociated with 
the ut"'*"• code used. 

C. TRAINING 

Tl'llllninO a odt fg lied to~ the tllt'CMII;u•· liilllllil 111 of the time repcdng requilemllnts of 11111 
IMftUIIl 

• tll'lodllini:UIIIa: 
• 'fn*lililiijlfDI a aoauallllliijlil&alltct•eu ... .,._. .. ......,to.,uJmuaer&. 
• Pte llltliij N , 1: a to 111--...... INII'IIIIIIIIIL 
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• Annual time and expense reporting policy letter from upper management. which is provided to 

all employees . 

D. MONITORING AND CONTROL 

Time reporting monitoring is achieved through review and verification procedures. 
• Periodic internal and external audits are conducted to ensure compliance with time reporting 

procedures. 
• Departmental managers perfonn periodic reviews of payroll time reporting and accounting 

clusification code accuracy. 

Control is achieved through the management approval process for time reporting. 

E. RECORD RETENTION 

All relevant records. including time sheets and required supportive documentation. are retained for a 
minimum of two (2) years. per the "Order on Reconsidenltion". CC Docket No. 86-111 (released 
October 16. 1987) paragraph 90 . 

•• 
F. ALLOCATION OF NONPRODUCTIVE TIME 

The Companies have subdivided the FCC definition of nonproductive tima for c:latificalion. It iS 
claulfted Into two categories. nonproduCtive time ana adminiSIIatl .. time . 
• Nonproductive Time IS paid time off fnxn wont. Nonprocluctive time corslsltl of the following 

itwna: VacatioiiS. holidays. and paid VQ lid worttday$. 
• Adminiatnltlve Time CDnSIStS of J)fOdudiYe actiVities on the job that are not chargeable to a 

apeclfic: type of tellp."ooollt ~)~ant PfQdUc:t. seMc:e or job Mldlon. Examplll of administrative 
time indUde. staff "*'tii19S and adlvltiu not ..,..:n tt to resp IUett or nonregulated 
prodUC1SIMMols 

1. Polltive Time ~ EmclA!l , ••• 

Efr416o~IU .. ~ 11191 I Wifll and rMn! QCllti!Cll. fundlol• rapol1 their nonproductiYe 
and adn* ·a'lrdwe llll'ftll to IC*IIk liiCI:IIIUll'll code~. Theile CIOill are appol1ioned bued on 
lheir ~ fiiiPJI and U'l IU . 
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• • 2. Exception Time Reporting Employees 

a. Nonproductive time 

Nonproductive time for all employees using exception time reporting (ETR) will be allocated to 
nonreguiated activities based upon a ratio of ali costs reported to nonproductive payroll codes 
to total payroll costs of employees using ETR. The CAM develops the following nonproductive 
ratio: 

Total Nonproductive Costs ofETR employees = Nonproductive 
Total Productive Costs ofETR employees ETR Ratio (NETR Ratio) 

For each accounting code with nonregulated directly assigned wages, the amount of expense 
that would have been assigned to nonregulated using the NETR Ratio Is celculated by 
multiplying the NETR Ratio times the productive wages. This amount is compared to the 
amount that was actuany aSSigned. If the actual amount assigned. is less than what would 
have been assigned by the ratio. the difference is assigned to ll0f1AS9Ulaled and subtracted 
from regulated. If the amount aSSIQMd is more, nothing is done. 

b. Administrative Time .. 
The administrative time percentage, as de.,iued by a s1udy, is nUIIplied against applicable 
wages that had been exception reported from a direct 18\JL.ll&tali account to a nonregulatad 
accounllng code. The resUiing amount Is moved from a direct llglliated cost pool to a direct 
norngulated cost pool. For -·· a mMII8IIng 81'111)1o .... for wham regiAtlld accounllng 
c:odea hew been Bltablished. e •IJIIP4i0n cwports lime to a I"'CCI''I'8gUU tracking code. The 
reported nohllgllaltli time ISm&~ by._ adulinilltlati .. t1ma plll'centage. All~ 
amount cf ~ elqleiiS8 Is deducted from reguiMed expe~• an-i assigned to ._ 
11011 eg;.~l It d fnlddng code 

G. ALLOCATION Of' COti81NATlON TRAveL TlME 

In cr011t to oamply lMih ._ Unifoillilllf Older U 1 :ollta4 In S 1 ell on V\-1 ). SW8T Will ut1111a the folle~~wlng 
proOIICU'ea tor * cal~:n cf CIOI'IVIIIIIOI'I lnMIII ....._ On a nGIIItf Mlil.. en amounJ equlll to 110% of 
comDin1111an 1nMi1 lla)'lol cost WI tie i<Mi04ed tram "'IIII . ' d cost and dl11IIJIId 10 nolng!IMIId ODit. 
TlleM .... olll-' 5 111:1 to ........... 1 .......... of-- •• QlltnMII- Will be oampulld by 

llrat Clti.._.IWIIIII .. null'lllll* C!l S.W. CUent and A 1• ~~ .. ,.,boll I'WII 'rtrd and 
I10iftl1 'rllcl tiCI"QM'IId dWpa (W 2 7 ii*J). A can 11 ............ r ' , *I.,.,.....,­
wit be J 1 Ulilitalll tram ~ ._ Sl f n. • a or 11 rs · · I'll...., llbor,.. wll be 
ll'll'lrhclb'f ace I - 'illliJe llllf--._ m S'l WntiJf .. OIIIIIIC af CO!JDL tSQII.. h 
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• • CHART1 
TIME REPORTING AND ALLOCATION METHODS BY WORK GROUP 
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