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a carrier’s systems or services, as iden-
tified in the Carrier Statement re-
quired by CALEA section 104(d), that
do not have the capacity to accommo-
date simultaneously the number of
interceptions, pen registers, and trap
and trace devices set forth in the Ca-
pacity Notice(s) published in accord-
ance with CALEA section 104.

(b) Allowable plant costs shall in-
clude:

(1) The costs of installation, inspec-
tion, and testing of the telecommuni-
cations plant, and inspection after
modifications have been made; and

(2) The costs of direct supervision
and office support for this work for
plant costs.

(¢c) In the case of any modification
that may be used for any purpose other
than lawfully authorized electronic
surveillance by a government law en-
forcement agency, this part permits re-
covery of only the incremental cost of
making the modification suitable for
such law enforcement purposes.

(d) Reasonable costs that are directly
associated with the modifications per-
formed by a carrier as described in
§100.11(a) are recoverable. These allow-
able costs are limited to directly as-
signable and directly allocable costs
incurred by the business units whose
efforts are expended on the implemen-
tation of CALEA requirements.

§100.12 Reasonable costs.

(a) A cost is reasonable if, in its na-
ture and amount, it does not exceed
that which would be incurred by a pru-
dent person in the conduct of competi-
tive business. Reasonableness of spe-
cific costs must be examined with par-
ticular care in connection with the car-
rier or its separate divisions that may
not be subject to effective competitive
restraints.

(1) No presumption of reasonableness
shall be attached to the incurrence of
costs by a carrier.

(2) The burden of proof shall be upon
the carrier to justify that such cost is
reasonable under this part.

(b) Reasonableness depends upon con-
siderations and circumstances, includ-
ing, but not limited to:

(1) Whether a cost is of the type gen-
erally recognized as ordinary and nec-
essary for the conduct of the carrier’s

§100.14

business or the performance of this ob-
ligation; or

(2) Whether it is a generally accepted
sound business practice, arm’s-length
bargaining or the result of Federal or
State laws and/or regulations.

(c) It is the carrier’s responsibility to
inform the Government of any devi-
ation from the -carrier’s established
practices.

§100.13 Directly assignable costs.

(a) A cost is directly assignable to
the CALEA compliance effort if it is a
plant cost incurred specifically to meet
the requirements of CALEA sections
103 and 104.

(1) A cost which has been incurred for
the same purpose, in like cir-
cumstances, and which has been in-
cluded in any allocable cost pool to be
assigned to any final cost objective
other than the CALEA compliance ef-
fort, shall not be assigned to the
CALEA compliance effort (or any por-
tion thereof).

(2) Costs identified specifically with
the work performed are directly assign-
able costs to be charged directly to the
CALEA compliance effort. All costs
specifically identified with other
projects, business units, or cost objec-
tives of the carrier shall not be charged
to the CALEA compliance effort, di-
rectly or indirectly.

(3) The burden of proof shall be upon
the carrier to justify that such cost is
an assignable cost under this part.

(b) For reasons of practicality, any
directly assignable cost may be treated
as a directly allocable cost if the ac-
counting treatment is consistently ap-
plied within the carrier’s accounting
system and the application produces
substantially the same results as treat-
ing the cost as a directly assignable
cost.

§100.14 Directly allocable costs.

(a) A cost is directly allocable to the
CALEA compliance effort:

(1) If it is a plant cost incurred spe-
cifically to meet the requirements of
CALEA sections 103 and 104; or

(2) If it benefits both the CALEA
compliance effort and other work, and
can be distributed to them in reason-
able proportion to the benefits re-
ceived.
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(b) The burden of proof shall be upon
the carrier to justify that such cost is
an allocable cost under this part.

(c) An allocable cost shall not be as-
signed to the CALEA compliance effort
if other costs incurred for the same
purpose in like circumstances have
been included as a direct cost of that,
or any other, cost objective.

(d) The accumulation of allocable
costs shall be as follows:

(1) Allocable costs shall be accumu-
lated by logical cost groupings with
due consideration of the reasons for in-
curring such costs.

(i) Bach grouping should be deter-
mined so as to permit distribution of
the grouping on the basis of the bene-
fits accruing to the multiple cost ob-
jectives.

(ii) Similarly, the particular case
may require subdivision of these
groupings (e.g., building occupancy
costs might be separable from those of
personnel administration within the
engineering group).

(2) Such allocation necessitates se-
lecting a distribution base common to
all cost objectives to which the group-
ing is to be allocated. The base should
be selected so as to permit allocation
of the grouping on the basis of the ben-
efits accruing to the multiple cost ob-
jectives.

(3) When substantially the same re-
sults can be achieved through less pre-
cise methods, the number and composi-
tion of cost groupings should be gov-
erned by practical considerations and
should not unduly complicate the allo-
cation.

(4) Once a methodology for deter-
mining an appropriate base for distrib-
uting allocable costs has been agreed
to, it shall not be modified without
written approval of the FBI, if that
modification affects the level of reim-
bursement from the government. All
items properly includable in an allo-
cable cost base should bear a pro rata
share of allocable costs irrespective of
their acceptance as reimbursable under
this part.

(5) The carrier’s method of allocating
allocable costs shall be in accordance
with the accounting principles used by
the carrier in the preparation of their
externally audited financial state-
ments and consistently applied, to the
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extent that the expenses are allowable
under there regulations. The method
may require further examination when:

(i) Substantial differences occur be-
tween the cost patterns of work under
CALEA compliance effort and the car-
rier’s other work;

(ii) Significant changes occur in the
nature of the business, the extent of
subcontracting, fixed-asset improve-
ment programs, inventories, the vol-
ume of sales and production, manufac-
turing processes, the carrier’s prod-
ucts, or other relevant circumstances;
or

(iii) Allocable cost groupings devel-
oped for a carrier’s primary location
are applied to off-site locations. Sepa-
rate cost groupings for costs allocable
to off-site locations may be necessary
to permit equitable distribution of
costs on the basis of the benefits accru-
ing to the multiple cost objectives.

(6) The base period for allocating al-
locable costs is the cost accounting pe-
riod during which such costs are in-
curred and accumulated for distribu-
tion to work performed in that period.
The base period for allocating allocable
costs will normally be the carrier’s fis-
cal year. A shorter period may be ap-
propriate when performance involves
only a minor portion of the fiscal year,
or when it is general practice to use a
shorter period. When the compliance
effort is performed over an extended
period, as many base periods shall be
used as are required to accurately rep-
resent the period of performance.

§100.15 Disallowed costs.

(a) General and Administrative
(G&A) costs are disallowed. G&A costs
include, but are not limited to, any
management, financial, and other ex-
penditures which are incurred by or al-
located to a business unit as a whole.
These include, but are not limited to:

(1) Accounting and Finance, External
Relations, Human Resources, Informa-
tion Management, Legal, Procurement;
and

(2) Other general administrative ac-
tivities such as library services, food
services, archives, and general security
investigation services.

(b) Customer Service costs are dis-
allowed. These costs include, but are
not limited to, any Marketing, Sales,
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