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Vice President
Federal Regulatory Affairs
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Ex Parte

EX PARTE OR LATE FILED

NYNE~

~r4N 3 1 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
Room 222
1919 M Street, NW
Washington, DC 20554

RE: CC Docket 96-262

Dear Mr. Caton:
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On January 29,1997, Mr. F. Gumper and I, representing NYNEX, met with Mr. J.
Nakahata, Special Assistant to Chairman Hundt. The purpose of the meeting was to
discuss NYNEX's views in the above captioned proceeding.

These positions discussed were consistent with the positions contained in the Joint
NYNEX/Bell Atlantic Comments filed that day.
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January 30, 1997

\'!N 3 1 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW
Room 222
Washington, DC 20554

Re: NYNEX Telephone Companies' Permanent Cost Allocation Manual for
Separation of Regulated and Non-Regulated Costs AAD-7-1678

Dear Mr. Caton:

In compliance with the Order of the Chief, Common Carrier Bureau released on
January 12, 1988 in the above-captioned proceeding, the NYNEX Telephone
Companies hereby file revisions to their Cost Allocation Manual.

Approval of these revisions to the Manual is respectfully requested.

Sincerely,

/

Attachment

cc: FCC Accounting and Audits Division
International Transcription Services, Inc. (ITS)
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The following is a description of changes for the January 31, 1997 filing of revisions to the NYNEX
Telephone Companies' Cost Allocation Manual. These changes are a result of the FCC's Payphone Order
and Reconsideration Order in CC Docket No. 96-128.

II-I

II-21

CHANGE FROM

20 NONREGULATED PAY
TELEPHONE SERVICE
(INMATE ONLY)
II-21

20. NONREGULATED PAY
TELEPHONE SERVICE
(INMATE ONLY)

The NYNEX Telephone
Companies currently provide
inmate only pay telephone
service which features the
following: 1) restriction of
inmates calls to pre-screened
numbers, or call blocking for
certain numbers, 2) limits on
call duration, 3) call restriction
for monitoring for specific hours
or days, 4) use of inmate PINS
to track calling patterns or to
restrict calls. NYNEX will split
the investment and related
deferred taxes and depreciation
for inmate services based on the
ratio of inmate lines to total
public telephone lines. The
maintenance function will be
split in a like manner. The
collection expense will not be
affected since the inmate
services are unique in that there
are no coins or boxes that must
be emptied in order to prevent
an out of service condition.
Tariffed services used in the
provision of inmate only pay
telephones will be taken at tariff
rates. Direct costs associated
with inmate service that can be
identified using unique
accounting segregation (Work
Operation Codes, Functional
Accounting Systems Codes,
Keep Cost and Billing Authority
Codes, etc.) will be directly
identified. Most expenses and
investments will be ratios of the
total public telephone
investment.

CHANGE TO

20 NONREGULATED PAY
TELEPHONE SERVICE
II-21

20. NONREGULATED PAY
TELEPHONE SERVICE

The NYNEX Telephone
Companies currently provide
pay telephone service.
Investments and expenses
directly identified through
functional accounting codes or
field reporting codes will be
directly assigned to cost pools
that are apportioned directly to
nonregulated. Items that are not
exclusively identified by
accounting codes will be
apportioned based on the
apportionment allocator used by
the cost pool that the expense or
investment will naturally drive
to. Tariffed services used in the
provision of pay telephone
service will be taken at tariff
rates. Direct costs associated
with pay telephone service that
can be identified using unique
accounting segregation (Work
Operation Codes, Functional
Accounting Systems Codes,
Keep Cost and Billing Authority
Codes, etc.) will be directly
identified.

REASON FOR CHANGE

All pay telephone services are
nonregulated, not only inmate.

All pay telephone services are
nonregulated, not only inmate.



PAGE

App II

V-3

V-23

CHANGE FROM

* See Note 3 on Page V-7 and
Additional Comments on Page
VI-6

Legal services for Intellectual
Property Matters

Fully Allocated Costs
Ongoing

CHANGE TO

Updated matrix Svc 20 from
Nonregulated Pay Telephone
Services (Inmate Only) to
Nonregulated Pay Telephone
Service.

* See Note 3 on Page V-5 and
Additional Comments on Page
VI-6

REASON FOR CHANGE

All pay telephone services are
nonregulated, not only inmate.

To update page referenced.

Service is no longer provided.

VI-5 Distribution of Shared
SMDR Investment and
Expense:
Shared network
facilities are attributed
to SMDR on the basis
of SMDR use of those
central office switches
that have CDAR
customers. The factor
employed is developed
by dividing the
projected number of
SMDR messages
by the total number of
messages going through
the switch. This factor
is multiplied by the
investment in those
specific switches. The
investment is then
attributed to regulated
SMDR and non
regulated CDAR based
on the peak non
regulated use over the
three year forecast
period divided by
actual SMDR usage.
Shared expenses are
assigned to the SMDR
cost pool either by use
of unique reporting
codes or on the basis of
the proportion of
SMDR messages to
total messages. The cost pool is
then attributed to regulated
SMDR and non-regulated
CDAR in the same proportion as
actual CDAR messages to actual
messages.

Distribution of Shared
SMDR Investment and
Expense:
Shared network
facilities are assigned to
SMDR on the basis of
SMDR use of those
central office switches
that have CDAR
customers. The factor
employed is developed
by dividing the number
of SMDR messages
by the total number of
messages going through
the switch. This factor
is multiplied by the
investment in those
specific switches. The
investment is then
attributed to regulated
SMDR and non
regulated CDAR based
on the peak non
regulated CDAR
projected use over the
three year forecast
period divided by
total projected SMDR
usage. Shared expenses
are assigned to the
SMDR cost pool on the
basis of the proportion
of SMDR messages for
switches with CDAR to
total messages in all switches.
The cost pool is then attributed
to regulated SMDR and non
regulated CDAR in the same
proportion as actual CDAR
messages to actual SMDR
messages in those switches.

2

To develop a consistent method
of reporting expenses that
reflects monthly actuals. This
also reflects the transition from
analog to digital as it occurs.



PAGE

VI-7

VI-7

VI-12

CHANGE FROM

These costs are allocated based
on a percentage of management
employees for companies that
are linked to the NUN to NUN
Network.

The Video/Shuttle Networks,
used exclusively by NYT, NET,
and TRG, are allocated
respectively based on a
percentage of ownership of
conference rooms and total
management employees in
NYT, NET, and TRG.

2002
PROPERTY HELD
FOR FUTURE
TELECOMMUNICATIONS
(Cont'd)
Public Telephone Eqp
Accounting Records
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

CHANGE TO

These costs are allocated based
on a percentage of employees for
companies that are linked to the
NUN to NUN Network.

The Video/Shuttle Networks,
used exclusively by NYT, NET,
and TRG, are allocated
respectively based on a
percentage of ownership of
conference rooms and total
employees in NYT, NET, and
TRG.

REASON FOR CHANGE

To clarify the allocation
description.

To clarify the allocation
description.

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated investment to
nonregulated investment is zero.

VI-13 2003
TELECOMMUNICAnONS
PLANT UNDER
CONSTRUCTION
(Cont'd)
Public Telephone Eqp
Accounting Records
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

3

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated investment to
nonregulated investment is zero.



PAGE CHANGE FROM CHANGE TO REASON FOR CHANGE

VI-17

VI-18

VI-19

2211
ANALOG ELECTRONIC
SWITCHING EQUIPMENT
Shared SMDR Investment

C.O. continuing property
records
Directly attributed on CDAR use
of the SMDR portion of the
switch.

2212
DIGITAL ELECTRONIC
SWITCHING EQUIPMENT
Shared SMDR Investment

e.O. continuing property
records

Directly attributed on CDAR
use of the SMDR portion ofthe
switch.

2351
PUBLIC TELEPHONE
TERMINAL EQUIPIvlliNT
Common
Subaccount
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.
Dedicated Nonregulated
Subaccount
Directly assigned to
nonregulated services
Includes investment used in
Phone Booth Advertising, a
nonregulated activity. This
investment is uniquely identified
and directly assigned to
nonregulated.

2211
ANALOG ELECTRONIC
SWITCHING EQUIPMENT
Shared SMDR Investment

C.O. continuing property
records and Special study
Directly attributed on CDAR
projected use of the SMDR
portion of the switch.

2212
DIGITAL ELECTRONIC
SWITCHING EQUIPIvlliNT
Shared SMDR Investment

e.O. continuing property
records and Special study

Directly attributed on CDAR
projected use ofthe SMDR
portion of the switch.

2351
PUBLIC TELEPHONE
TERMINAL EQUIPMENT
Dedicated Nonregulated
Account
Directly assigned to
nonregulated services.

4

To clarify the assignment and
attribution basis.

To clarify the assignment and
attribution basis.

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated investment to
nonregulated investment is
approximately $213.8 million.



PAGE

VI-23

VI-3l

VI-3l

CHANGE FROM

3100
ACCUMULATED
DEPRECIATION
(Cont'd)
Public Telephone
Subaccount
Indirectly attribute in the same
proportion as Account 2351 
Public Terminal Eqp less the
dedicated nonregulated
investment.

6211
ANALOG ELECTRONIC
EXPENSE
Shared SMDR Expense

Specific reporting codes
Directly attribute in same

proportion as the ratio of actual
CDAR messages to actual
messages.

Expenses are assigned on
the ratio of SMDR messages to
total messages. See SMDR
comment on Page VI-5.

6212
DIGITAL ELECTRONIC
EXPENSE
Shared SMDR Expense

Specific reporting codes
Directly attribute in same

proportion as the ratio of actual
CDAR messages to actual
messages.

Expenses are assigned on
the ratio of SMDR messages to
total messages. See SMDR
comment on Page VI-5.

CHANGE TO

6211
ANALOG ELECTRONIC
EXPENSE
Shared SMDR Expense

Special Study
Directly attribute in same

proportion as the ratio of actual
CDAR messages to actual
SMDR messages in specific
switches.

See SMDR comment on
Page VI-5.

6212
DIGITAL ELECTRONIC
EXPENSE
Shared SMDR Expense

Special Study
Directly attribute in same

proportion as the ratio of actual
CDAR messages to actual
SMDR messages in specific
switches.

See SMDR comment on
Page VI-5.

5

REASON FOR CHANGE

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated to nonregulated is
approximately $137.9 million.

To develop a consistent method
that reflects monthly actuals for
SMDR and CDAR. The
estimated shift from regulated
expense to nonregulated expense
is less than $100,000.

To develop a consistent method
that reflects monthly actuals for
SMDR and CDAR. The
estimated shift from regulated
expense to nonregulated expense
is less than $100,000.



PAGE

VI-32

VI-40

CHANGE FROM

6351
PUBLIC TELEPHONE
TERMINAL EXPENSE
Cost pool equals account
Account
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.
All maintenance expense
associated with existing
nonregulated public telephone
terminal activities is incurred by
a nonaffiliated agency and not
by the telephone company.

6561
DEPRECIATION
EXPENSES - 2001
(Cont'd)
Public Telephone
Accrual activity
in Account 3100
Indirectly attribute in the same
proportion as Account 2351 
Public Terminal Eqp less the
dedicated nonregulated
investment.

CHANGE TO

6351
PUBLIC TELEPHONE
TERMINAL EXPENSE
Dedicated Regulated
Subaccount :
Directly assigned to regulated
services.
Dedicated Nonregulated
Subaccount
Directly assigned to
nonregulated services.

REASON FOR CHANGE

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
Dedicated Regulated cost pool is
for Per Call Compensation paid
by the NYNEX Telco's to the
IPP's other than Pub. Comm.
The estimated shift from
regulated expense to
nonregulated expense is
approximately $48.7 million.

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated to nonregulated is
approximately $22.7 million.

VI-41 6611
PRODUCT MANAGEMENT
Public Telephone
Functional Reporting Codes
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

6

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated expense to
nonregulated expense is
approximately $200,000.



PAGE CHANGE FROM CHANGE TO REASON FOR CHANGE

VI-42

VJ-43

VI-44

6612
SALES
Public Telephone
Functional Reporting Codes
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

6613
PRODUCT ADVERTISING
Public Telephone
Functional Reporting Codes
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

6623.2
CUSTOMER SERVICES/
SERVICE ORDER
PROCESSING
Public Telephone
Functional Reporting Codes
Directly attributed based on
quarterly ratio of inmate access
lines to total public telephone
access lines.
On a quarterly basis while the
Public Telephone investment is
bifurcated, a study will be used
to separate the inmate telephone
investment from the other public
telephone investment.

7

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated expense to
nonregulated expense is
approximately $4.1 million.

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated to nonregulated is
under $100,000.

All Public Telephone equipment
and services have been
deregulated. Therefore the
dollars that were split to
nonregulated as a result of
inmate telephones will be
combined with previously
regulated Public Telephone and
treated as direct nonregulated.
The estimated shift from
regulated to nonregulated is
approximately $4 million.



PAGE CHANGE FROM CHANGE TO REASON FOR CHANGE

VI-44 6623.2 6623.2 To clarify the allocation process
CUSTOMER SERVICES/ CUSTOMER SERVICES/ explained in the comment
SERVICE ORDER SERVICE ORDER section.
PROCESSING PROCESSING

Comments Comments
...The NTCs will review all ...The NTCs will review all
service order activity excluding service order activity excluding
CABS and identify the CABS and identify the
distribution of reporting codes distribution of reporting codes
among regulated, nonregulated among regulated and
and shared and apply the nonregulated and apply the
resulting distribution to the resulting distribution to the
Service Order Related cost pool. Service Order Related cost pool.

VI-44 6623.31 6623.3 All Public Telephone equipment
CUSTOMER SERVICES CUSTOMER SERVICES and services have been
PUBLIC TELEPHONE PUBLIC TELEPHONE deregulated. Therefore the
COLLECTIONS Dedicated Nonregulated dollars that were split to
Dedicated Regulated Subaccount nonregulated as a result of
Subaccount Directly assigned to inmate telephones will be
Directly assigned to regulated nonregulated services. combined with previously
services. regulated Public Telephone and
Inmate telephones do not treated as direct nonregulated.
require collections: therefore The estimated shift from
there is no change to this cost regulated to nonregulated is
pool. approximately $48.9 million.

VI-45 6623.32 6623.3 See above.
CUSTOMER SERVICES CUSTOMER SERVICES
PUBLIC TELEPHONE PUBLIC TELEPHONE
COMMISSIONS Dedicated Nonregulated
Dedicated Nonregulated Subaccount
Specific Reporting Codes Directly assigned to
Directly assigned to nonregulated services.
nonregulated services.
Dedicated Regulated
Residual
Directly assigned to regulated
services.

VI-45 6623.6 To separately identify all
CUSTOMER SERVICES subaccounts within Account
BILLING & COLLECTION 6623.
EXPENSE
Cost pool equals subaccount
Subaccount
Directly assigned to regulated
services.

VI-45 6623.7 To separately identify all
CUSTOMER SERVICES subaccounts within Account
NON PUBLIC TELEPHONE 6623.
COMMISSIONS
Cost pool equals subaccount
Subaccount
Directly assigned to regulated
services.

8



PAGE CHANGE FROM

VI-45

CHANGE TO

6623.9
CUSTOMER SERVICES
OTHER
Cost pool equals subaccount
Subaccount
Directly assigned to regulated
services.

9

REASON FOR CHANGE

To add a cost pool for a new
subaccount.



NYNEX COST ALLOCATION MANUAL
SECTION PAGE LATEST VERSION As of 01/31/97

1 6130191 V cont'd 9 12/31/96
2 6130191 10 12/31/96
3 6130191 11 12/31/96
4 6130191 12 12/31/96
5 6130191 13 12/31/96
6 6130191 14 12/31/96

15 12/31/96
II 1 1/31/97 16 12/31/96

2 6130/91 17 12/31/96
3 6130191 18 12/31/96
4 6130191 19 12/31/96
5 6130191 20 12/31/96
6 6130/91 21 12/31/96
7 6130191 22 12/31/96
8 6130191 23 1/31/97
9 6/30/91 24 12/31/96

10 6130191 25 12/31/96
11 12/31/95
12 812/93 Appendix 1 12131/96
13 12/31/96 2 12/31/96
14 3131195 3 12/31/96
15 12/31/94 4 12/31/96
16 12/31/95
17 12/31/95
18 12/31/95 VI 1 12/31/96
19 12/31/95 2 6130191
20 12/31/95 3 12/31/95
21 1131/97 4 12/31/95
22 12/31/96 5 1/31/97

6 12/31/95
Appendix 1 1131/97 7 1/31/97

2 1/31/97 8 12/31/95
3 1/31/97 9 12/31/95
4 1131/97 10 10/31/96
5 1/31/97 11 12/31/95

12 1131/97
III 1 6/30/91 13 1/31/97

2 6/30/91 14 12/31/96
3 6/30/91 15 12/31/96

16 12/31/96
IV 1 12/31/96 17 1131197

2 12/31/96 18 1/31197
3 12/31/96 19 1/31/97
4 12/31/96 20 12/31/96
5 12/31/96 21 12/31/96

22 12/31/96
V 1 12/31/96 23 1/31/97

2 12/31/96 24 12/31/96
3 1131/97 25 12/31/96
4 12/31/96 26 12/31/96
5 12/31/96 27 12/31/96
6 12/31/96 28 12/31/96
7 12/31/96 29 12/31/96
8 12/31/96 30 12/31/96



SECTION
NYNEX COST ALLOCATION MANUAL

PAGE LATEST VERSION As of 01/31/97

VI cont'd

VII

31
32
33
34
35
36
37
38
39
40
41
42
43
44
45

45A
46
47
48
49
50
51
52
53
54

1
2
3
4
5
6

1/31/97
1/31/97

12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96

1/31/97
1/31/97
1/31/97
1/31/97
1/31/97
1/31/97
1/31/97

12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96

12/31/93
12/31/93
12/31/93
12/31/93
12/31/93
12/31/93



DESCRIPTION OF NONREGULATED ACTIVITIES

This section includes descriptions of each of the nonregulated activities
undertaken by the NYNEX Telephone Companies. Below is an index showing
where to find the description for each of these activities. Following the
descriptions is an appendix detailing the accounts impacted by those
activities. A detailed listing of all cost pools by account is contained
in Section VI.

INDEX

ACTIVITY

1 INSTALLATION AND MAINTENANCE OF INSIDE WIRE
2 INSIDE WIRE MAINTENANCE PLANS
3 PROTOCOL CONVERSION ELEMENT OF INFOPATH@

PACKET SWITCHING SERVICE
4 PROTOCOL CONVERSION ELEMENT OF CO-LAN SERVICE
5 TELEPHONE BOOTH ADVERTISING
6 CUSTOMER PREMISES EQUIPMENT (CPE)
7 CUSTOMER DIALED ACCOUNT RECORDING (CDAR) ELEMENT

OF STATION MESSAGE DETAIL RECORDING (SMDR)
8 VOICE MESSAGING SERVICE (VMS)
9 125 HIGH STREET PARTNERSHIP

10 MAINTENANCE, SUPPORT AND PROVISIONING OF PRIVATELY
OWNED TELECOMMUNICATIONS NETWORKS

11 PLANNING FOR ENHANCED SERVICES, CPE AND
NONREGULATED ACTIVITIES

12 VERMONTNET
13 NONREGULATED ELEMENTS OF VIDEO DIALTONE TRIAL
14 NATIONAL ACCOUNT MANAGEMENT
15 NYNEX/CHASE CO-BRANDED CARD
16 NYNEX GATEWAY sm SERVICE
17 NONREGULATED ELEMENTS OF VIDEO DIALTONE SERVICE
18 CUSTOMIZED ANNOUNCEMENT SERVICES
19 DIRECT CUSTOMER ACCESS SERVICE
20 NONREGULATED PAY TELEPHONE SERVICE

GENERAL

APPENDIX

PAGE

11-2
11-3

11-4
11-5
11-6
11-7

11-8
11-9
11-10

II-II

11-12
11-13
11-14
11-15
11-16
11-17
11-18
11-19
11-20
11-21
11-22

NYNEX 11-1 Revised 1/31/97



20. NONREGOLATED PAY TELEPHONE SERVICE

The NYNEX Telephone Companies currently provide pay telephone
service. Investment and expenses directly identified through functional
accounting codes or field reporting codes will be directly assigned to cost
pools that are apportioned directly nonrequlated. Items that are not
exclusively identified by accounting codes will be apportioned based on the
apportionment allocator used by the cost pool that the expense or investment
will naturally drive to.

Tariffed services used in the provision of pay telephone service will
be taken at tariff rates. Direct costs associated with pay telephone service
that can be identified using unique accounting segregation (Work Operation Codes,
Functional Accounting Systems Codes, Keep Cost and Billing Authority
Codes, etc.) will be directly identified.

NYNEX II-21 Revised 1/31/97



Pl'.RT 32 ACCOUNTS

NONREG SERVICES (SEE INDEX)

~ ......~~--- .- -- :ES 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

CURRENT ASSET ACCOUNTS

1220 Inventories X X X X X X X X X X X X X X X X

NONCURRENT ASSET ACCOUNTS

1402 Investments in Nonaffiliated Companies X

1410 Other Noncurrent Assets X X X X X X X X X X X X X X X X X X

1439 Deferred Charges X X X X X X X X X X X X X X X X X X X

TELECOMMUNICATIONS PLANT ACCOUNTS

2002 Property Held for Future Telecom Use X X X X X X X X X X X X X X X X X X

2003 Telecom Plant Under Construction - Short Term X X X X X X X X X X X X X X X X X X

2005 Telecom Plant Adjustment X X X X X X X X X X X X X X X X X X

GENERAL SUPPORT ASSET ACCOUNTS

2111 Land X X X X X X X X X X X X :::: X X X X X X

2112 Motor Vehicles X X X X X X X X X X X X X X X X X

2115 Garage Work Equipment X X X X X X X X X X X X X X

2116 Other Work Equipment X X X X X X X X X X X X X X

2121 Buildings X X X X X X X X X X X X X X X X X X X

2122 Furniture X X X X X X X X X X X X X X X X X X X

2123 Office Equipment X X X X X X X X X X X X X X X X X X X

2124 General Purpose Computers X X X X X X X X X X X X X X X X X X X-

CENTRAL OFFICE ASSET ACCOUNTS

2211 Analog Electronic Switching X

2212 Digital Electronic Switching X X X X X X

2220 Operator Systems
2232 Circuit Equipment X X X

NYNEX

APPENDIX
II-I Revised 1/31/97



PART 32 ACCOUNTS
NONREG SERVICES (SEE INDEX)

.. ~~ ...~----- - -- ;ES 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

INFORMATION ORIGINATION/TERMINATION ASSET ACCOUNTS

2351 Public Telephone Terminal Equipment X X

2362 Other Terminal Equipment X X

AMORTIZABLE ASSET ACCOUNTS

2681 Capital Leases X X X X X X X X X X X X X X X X X X X

2682 Leasehold Improvements X X X X X X X X X X X X X X X X X X

2690 Intangibles X X X X X X X X X X X X X X X X X X

DEPRECIATION AND AMORTIZATION ACCOUNTS

3100 Accumulated Depreciation - Telecom Plant X X X X X X X X X X X X X X X X X X X

3200 Accumulated Depreciation - Held for Future Telecom use X X X X X X X X X X X X X X X X X X

3410 Accumulated Amortization - Capitalized Leases X X X X X X X X X X X X X X X X X X

3420 Accumulated Amortization - Leasehold Improvements X X X X X X X X X X X X X X X X X X

3500 Accumulated Amortization - Intangibles X X X X X X X X X X X X X X X X X X

3600 Accumulated Amortization - Other X X X X X X X X X X X X X X X X X X

CURRENT LIABILITIES ACCOUNTS

4040 Customer Deposits X X X X X X X X X X X X X X X X X X

4100 Net Current Deferred Operating Income Taxes X X X X X X X X X X X X X X X X X X

4120 Other Accrued Liabilities X X X X X X X X X X X X X X X X X X

OTHER LIABILITIES AND DEFERRED CREDITS

4270 Other Long Term Debt X
4310 Other Long Term Liabilities X X X X X X X X X X X X X X X X X X

4340 Net Noncurrent Deferred Operating Income Taxes X X X X X X X X X X X X X X X X X X

4360 Other Deferred Credits X X X X X X X X X X X X X X X X X X
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PART 32 ACCOUNTS
NONREG SERVICES (SEE INDEX)

~ ....... ~ .. "--'~~ .. - - -- ';ES 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

REVENUE ACCOUNTS

5280 Nonregulated Operating Revenues X X X X X X X X X X X X X X X X

5301 Uncollectible Revenue - Telecom X X X X X X X X X X X X X X X X

5302 Uncollectible Revenue - Other X X X X X X X X X X X X X X X X

NETWORK SUPPORT EXPENSE ACCOUNTS

6112 Motor Vehicle Expense X X X X X X X X X X X X X X X X X

6113 Aircraft Expense (NET only) X X X X X X X X X X X

6115 Garage Work Equipment Expense X X X X X X X X X X X X X X

6116 Other Work Equipment Expense X X X X X X X X X X X X X X

GENERAL SUPPORT EXPENSE ACCOUNTS

6121 Land and Building Expense X X X X X X X X X X X X X X X X X X X

6122 Furniture and Artworks Expense X X X X X X X X X X X X X X X X X X X

6123 Office Equipment Expense X X X X X X X X X X X X X X X X X X X

6124 General Purpose Computer Expense X X X X X X X X X X X X X X X X X X X

CENTRAL OFFICE EXPENSE ACCOUNTS

6211 Analog Electronic Expense X

6212 Digital Electronic Expense X X X X X X

6220 operator systems Expense
6232 Circuit Equipment Expense X X X

INFORMATION ORIGINATION/TERMINATION EXPENSE ACCOUNTS

6351 Public Telephone Terminal Expense X

6362 Terminal Equipment Expense X X X X X X
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PART 32 ACCOUNTS
NONREG SERVICES (SEE INDEX)

:ES 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

PLANT NONSPECIFIC EXPENSE ACCOUNTS

6511 Property Held for Future Telecom Use Expense X X X X X X X X X X X X X X X X X X

6512 Provisioning Expense X X X X X X X X X X X X X X X X X X

6531 Power Expense X X X X X X X X X

6532 Network Administration Expense X X X X X X X X X X X

6533 Testing Expense X X X X X X X X X X X X

6534 Plant Operations Administration Expense X X X X X X X X X X X X X X X

6535 Engineering Expense X X X X X X X X X X X X X X X X X

6561 Depreciation Expense - Telecom Plant in Service X X X X X X X X X X X X X X X X X X X

6562 Depreciation Expense - Property Held for Future X X X X X X X X X X X X X X X X X X

Telecom Use
6563 Amortization Expense - Tangible X X X X X X X X X X X X X X X X X X

6564 Amortization Expense - Intangible X X X X X X X X X X X X X X X X X X

6565 Amortization Expense - Other X X X X X X X X X X X X X X X X X X

MARKETING EXPENSE ACCOUNTS

6611 Product Management X X X X X X X X X X X X X X X X X

6612 Sales X X X X X X X X X X X X X X X X

6613 Product Advertising X X X X X X X X X X X X X X X X

SERVICE EXPENSE ACCOUNTS

6622 Number Services
X

6623 Customer Services X X X X X X X X X X X X X X X X X X

EXECUTIVE AND PLANNING EXPENSE ACCOUNTS

6711 Executive X X X X X X X X X X X X X X X X X X X

6712 Planning X X X X X X X X X X X X X X X X X X X
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PART 32 ACCOUNTS
NONREG SERVICES (SEE INDEX)

.. __ ._----- --- ~S 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

GENERAL ADMINISTRATIVE EXPENSE ACCOUNTS

6721 Accounting and Finance X X X X X X X X X X X X X X X X X X X

6722 External Relations X X X X X X X X X X X X X X X X X X X

6723 Human Resources X X X X X X X X X X X X X X X X X X X

6724 Information Management X X X X X X X X X X X X X X X X X X X

6725 Legal X X X X X X X X X X X X X X X X X X X
6726 Procurement X X X X X X X X X X X X X X X X X X X
6727 Research and Development X X X X X X X X X X X X X X X X X X X
6728 Other General and Administrative X X X X X X X X X X X X X X X X X X X

OPERATING TAX ACCOUNTS

7210 Operating Investment Tax Credits - Net X X X X X X X X X X X X X X X X X X

7220 Operating Federal Income Taxes X X X X X X X X X X X X X X X X X X X

7230 Operating State and Local Income Taxes X X X X X X X X X X X X X X X X X X X

7240 Operating Other Taxes X X X X X X X X X X X X X X X X X X

7250 Deferred Operating Income Taxes - Net X X X X X X X X X X X X X X X X X X X

NONOPERATING INCOME AND EXPENSE ACCOUNTS

7340 Allowance for Funds Used During Construction X X X X X X X X X X X X X X X X X X

7370 Special Charges X X X X X X X X X X X X X X X X X X

INTEREST AND RELATED ITEMS

7510 Interest on Funded Debt X X X X X X X X X X X X X X X X X X

7520 Interest Expense - Capital Leases X X X X X X X X X X X X X X X X X X

7530 Amortization of Debt Issuance Expense X X X X X X X X X X X X X X X X X X

7540 Other Interest Deductions X X X X X X X X X X X X X X X X X X
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GENERAL NOTES

1. RECIPROCAL SERVICES

Telesector Resources Group (TRG) maintains Reciprocal Service Agreements with
each of the NYNEX Telephone Companies through which the telephone companies
provide services to affiliates. Each service provided to an affiliate by a
NYNEX Telephone Company is listed under the company to which the service is
provided. No asset transfers are involved in the provision of these services.

Affiliates request these services through TRG which arranges for the
appropriate telephone company to provide them. The affiliate is billed
directly by the NTC.

The Reciprocal Service Agreements (and the term "reciprocal services" as used
in this manual) apply only to services provided by a telephone company to an
affiliate (including another NYNEX Telephone Company). The non-telephone
affiliates provide services to the NYNEX Telephone Companies under other
contracts, as listed under providing company.

All reciprocal services are provided at fully allocated costs with the
exception of leased antenna space provided by NET to NYNEX Mobile, which is
provided at the prevailing price, and tariffed services, which are provided at
tariffed rates. Real Estate, Training, Operations, Comptroller's, Personnel,
Legal, Information, Administration, Delivery, Public Affairs and External
Communications, Marketing Communications, and Regulatory and Governmental Affairs,
as described below, are the types of reciprocal services the NYNEX
Telephone Companies can provide. A further segregation within these services
is provided below for your information.

Real Estate services provided by the NYNEX Telephone Companies may
include all or part of the following:

House Service - Routine
House Service - Special
Uninterrupted Power Supply
Building Alterations / Renovations / Modifications
Leased Antenna Space *
Leased Building Space
Office Moves Coordination
Interior Design

* Leased Antenna Space is provided at Prevailing Market Price.

Training

Operations

all training services are provided by Telesector
Resources Group (TRG).

services provided by the NYNEX Telephone Companies
may include all or part of the following:

LATA Detail Requirements
Official Communications Services *
Marketing Services
Engineering / Installation / Maintenance Services
DataLink Installation
Motor Vehicles Services
Tour of Telco Facilities
Loaned Employees

* See Note 3 on Page v-s and Additional Comments on Page VI-6
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17. NYNEX SCIENCE & TECHNOLOGY, INC.

NYNEX Science & Technology, Inc., a wholly-owned subsidiary of NYNEX
Corporation, provides focused research and development services in many areas of
technology to facilitate the development, deployment and maintenance of quality
products and services. The areas of technology include::

Network technologies - Optical, Radio, Switching, Network
Intelligence, and Network Management.

Presentation Technology - Voice Recognition, Human Interfaces,
Image Processing, Workstation Software, and Geographic
Information Systems.

Information Technology - Multimedia Storage, Expert Systems,
Transaction Control and Software Tools.

Services Provided to NYNEX Telephone Companies

•
•

Service Description

Research and Development
Tours of the R&D Facilities

Terms

Fully Allocated Costs

Fully Allocated Costs

Frequency

Ongoing

Ongoing

Services Provided by NYNEX Telephone Companies to NYNEX Science
& Technology, Inc.

Service Description Terms Frequency

• Tariffed Services Tariff Rates Ongoing

• Real Estate Fully Allocated Costs Ongoing

• Operations Fully Allocated Costs Ongoing

• Comptroller's Fully Allocated Costs ** Ongoing

• Information Fully Allocated Costs Infrequent

• Administration Fully Allocated Costs Ongoing

• Delivery Fully Allocated Costs Infrequent

** Telephone Concession Service is provided at tariff rates.
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Distribution of Shared SMDR Investment and Expense:

Shared network facilities are assigned to SMDR on the basis of SMDR use
of those central office switches that have CDAR customers. The factor
employed is developed by dividing the number of SMDR messages
by the total number of messages going through the switch. This factor is
multiplied by the investment in those specific switches. The investment
is then attributed to regulated SMDR and non-regulated CDAR based on the
peak non-regulated CDAR projected use over the three year forecast period
divided by total projected SMDR usage.

Shared expenses are assigned to the SMDR cost pool
on the basis of the proportion of SMDR messages for

switches with CDAR to total messages in all switches. The cost pool is then
attributed to regulated SMDR and non-regulated CDAR in the same proportion as
actual CDAR messages to actual SMDR messages in those switches.

Distribution of Shared Infopathsm Investment and Expense

Infopath packet switching service contains both basic packet switching
and enhanced protocol conversion service elements. The Packet Assembler
Disassembler (PAD) installed costs are now all to be considered as shared
investment. This includes the Line Director Extenders (LDEs) which were
previously considered direct nonregulated. All other Infopath investment
is to be considered regulated.

The shared investment will be allocated based on a three year peak
forecast of the nonregulated use of that investment. The forecast will
be based on packets. The numerator will be the total net protocol
converted packets less Official Communications net protocol converted
packets and the denominator will be total packets.

Shared expenses associated with packet switching and protocol conversion
include investment related costs (depreciation, maintenance, etc.),
marketing and legal costs, and common overheads in other general expense
accounts.

Investment related costs such as depreciation are attributed in the same
proportion as the investment in Account 2212 - Digital Electronic
Equipment. Investment related operations expense is assigned to
Infopath on the basis of unique reporting codes and functional
accounting records. This expense is attributed to regulated and
nonregulated based on the ratio of actual nonregulated shared PAD
investment to actual installed Infopath investment.
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First, the individual network components comprising NYNEX Telephone Companies'
Video/Shuttle and Data Official Communications Private Networks are identified
from company communications records that are tracked and maintained by the
Telesector Resources Group Information Services organization. The components of
these private networks are priced out at the existing tariff rates.

Since the Data Network is used in common by NYT, NET, TRG, as well as various
other NYNEX affiliates, these costs must be distributed among the companies that
are using the Data Network. Accordingly, the Data Network costs are allocated
based on Data Center computer usage and network control points for each company.
In addition, an adjustment is made to the Data Network costs to separate circuits
that are used for LAN to LAN communications. These costs are allocated based on a
percentage of employees for companies that are linked to the NLIN to
NLIN Network.

The Video/Shuttle Networks, used exclusively by NYT, NET, and TRG, are allocated
respectively based on a percentage of ownership of conference rooms and total

employees in NYT, NET, and TRG.

Second, usage costs on the Voice Network are determined from an annual study of
AMU and Toll usage as well as Signaling and Equipment (S&E) costs (1MB or Centrex
I, II or III) all of which derives a per access line cost per company for either
NYT, NET, or TRG. This study involves sampling over 500 official network users in
the New England serving area and pulling actual monthly data for all official
network users in the New York serving area. This sample data is gathered to
determine an average usage cost per access line within the NY and NE serving
areas. These average per access line rates are then multiplied by the total number
of access lines assigned to NYT, NET, or TRG. In addition, and at the same time,
in order to determine S&E costs, line code information is reviewed to determine
the mix for various classes of services as being either 1MB or Centrex I, II, or
III. This mix of services, as a percentage and at a respective large business
customer rate, is applied proportionately to the access lines of NYT, NET, or TRG
to arrive at a per company S&E cost. These usage costs (AMU, Toll, and S&E) are
then added to total network costs to determine the total official communications
cost, by company. There is one other component added, the tariffed interoffice
facilities used for CPE VMS and the tariffed SMDI links used for CPE VMS. The
public offering VMS mailbox costs are NOT included in the Official Communications
Voice study. NYT and NET does, however, bill TRG separately for its individual
official mailbox costs.

Third, total Telephone Company costs, as previously determined, are
allocated between regulated and nonregulated services on the basis of
employee wages and salaries in the same manner as described below for
Account 6728. The amount attributed to nonregulated services is the value
debited to Account 5280 and credited to the revenue accounts.
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Account Cost Pool Assignment Basis Attribution Basis Comments

2003
TELECOMMUNICATIONS Direct Regulated Accounting Directly assigned to regulated The NTCs maintain accounting records

PLANT UNDER records services. which identifY the investment

CONSTRUCTION associated with each property item

Direct Nonregulated Accounting Directly assigned to nonregulated included in this account. Investment

records services. identified as directly assignable to
regulated or nonregulated will be

Land I Accounting IIndirectly attribute in same proportion Iaccumulated in the appropriate cost

records as Account 211 I - Land Investment. pool. The remainder will be
categorized on the basis of

Motor Vehicles I Accounting IIndirectly attribute in same proportion Iaccounting record identification.

records Account 2112 - Motor Vehicles
Investment.

Special Purpose Vehicles I Accounting IIndirectly attribute in same proportion
records as Account 2114 - Special Purpose

Vehicles Investment.

Garage WOIK Equipment I Accounting IIndirectly attribute in same proportion
records as Account 2115 - Garage Work Equipment

Investment.

Other Work Equipment I Accounting IIndirectly attribute in same proportion
records as Account 2116 - Other Work

Equipment Investment.

Buildings I Accounting IIndirectly attribute in same proportion
records as Account 2121 • Buildings Investment.

Furniture I Accounting Indirectly attribute in same proportion
records as Account 2122 • Furniture Investment.

Office Equipment I Accounting Indirectly attribute in same proportion
as Account 2123· Office Equipment
Investment.

General Purpose IAccounting IIndirectly attribute in same proportion
Computers as Account 2124 • General Purpose

Computers Investment.

Digital Electronic IAccounting IIndirectly attribute in same proportion

Switching as Account 2212 - Digital Electronic
Switching Investment.
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