COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT
COSTS

COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS IS A CRITICAL DISCIPLINE FOR BUSINESSES THAT INNOVATE.
UNDERSTANDING HOW TO ACCURATELY TRACK, ALLOCATE, AND ANALYZE R&D EXPENDITURES IS PARAMOUNT FOR EFFECTIVE
FINANCIAL MANAGEMENT, STRATEGIC DECISION-MAKING, AND ULTIMATELY, FOR FOSTERING A CULTURE OF CONTINUOUS
IMPROVEMENT AND INNOVATION. THIS ARTICLE WILL DELVE DEEP INTO THE NUANCES OF R§D cosT CENTERS, EXPLORING THEIR
FUNDAMENTAL PRINCIPLES, THE VARIOUS TYPES OF COSTS INVOLVED, AND THE PRACTICAL METHODOLOGIES FOR IMPLEMENTING
AND MANAGING THEM. WE'LL EXAMINE THE BENEFITS OF ROBUST COST CENTER ACCOUNTING FOR RG'D/ THE CHALLENGES
ORGANIZATIONS OFTEN FACE, AND HOW TO OVERCOME THEM. FURTHERMOREI WE'LL TOUCH UPON THE ROLE OF TECHNOLOGY
AND BEST PRACTICES TO ENSURE YOUR R€D INVESTMENTS ARE DRIVING MAXIMUM VALUE.
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WHAT IS A CosT CENTER AND WHY IS IT IMPORTANT FOR RGD?

AT ITS CORE, A COST CENTER IS A BUSINESS UNIT OR DEPARTMENT TO WHICH COSTS CAN BE DIRECTLY ATTRIBUTED BUT WHICH
DOES NOT DIRECTLY GENERATE REVENUE. THINK OF IT AS A SPECIFIC AREA WITHIN A COMPANY WHERE RESOURCES ARE CONSUMED
TO SUPPORT BROADER BUSINESS OBJECTIVES. FOR RESEARCH AND DEVELOPMENT (Rﬁ'D), THIS CONCEPT IS PARTICULARLY
VITAL. R§D DEPARTMENTS, BY THEIR VERY NATURE, ARE FOCUSED ON FUTURE GROWTH, INNOVATION, AND THE CREATION OF
NEW PRODUCTS OR PROCESSES, RATHER THAN ON IMMEDIATE SALES. THEREFORE, THEIR EXPENDITURES ARE BEST MANAGED AND
UNDERSTOOD THROUGH THE LENS OF COST CENTER ACCOUNTING.

W/HY IS THIS SO IMPORTANT? W/ITHOUT A STRUCTURED APPROACH TO TRACKING RGD EXPENSES, IT BECOMES INCREDIBLY
DIFFICULT TO UNDERSTAND THE TRUE COST OF INNOVATION. THIS CAN LEAD TO UNDERFUNDING CRITICAL PROJECTS,
MISALLOCATING RESOURCES, AND A GENERAL LACK OF TRANSPARENCY REGARDING THE FINANCIAL IMPACT OF YOUR INNOVATION
EFFORTS. EFFECTIVE COST CENTER ACCOUNTING FOR R€D PROVIDES THE NECESSARY VISIBILITY TO MAKE INFORMED DECISIONS
ABOUT WHERE TO INVEST, WHAT PROJECTS TO PRIORITIZE, AND HOW TO OPTIMIZE SPENDING WITHOUT STIFLING CREATIVITY. IT
ALLOWS FOR A CLEAR DISTINCTION BETWEEN THE COSTS ASSOCIATED WITH DEVELOPING NEW IDEAS AND THOSE OF
ESTABLISHED REVENUE-GENERATING ACTIVITIES, A DISTINCTION CRUCIAL FOR BOTH INTERNAL MANAGEMENT AND EXTERNAL
FINANCIAL REPORTING.

Key CoMPONENTS OF RFD CosT CeENTER ACCOUNTING

EFFECTIVE COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS HINGES ON A FEW FUNDAMENTAL COMPONENTS
THAT WORK IN CONCERT TO PROVIDE A COMPREHENSIVE FINANCIAL PICTURE. THESE ELEMENTS ENSURE THAT ALL RELEVANT
EXPENDITURES ARE CAPTURED AND ASSIGNED APPROPRIATELY, OFFERING A CLEAR VIEW OF THE FINANCIAL COMMITMENT TO
INNOVATION.



DerINING R§rD CosT CENTERS

THE FIRST STEP IS PRECISELY DEFINING WHAT CONSTITUTES AN R§D COST CENTER. THIS ISN'T A ONE-SIZE-FITS-ALL APPROACH,;
IT DEPENDS ON THE ORGANIZATION'S STRUCTURE AND THE NATURE OF ITS RED ACTIVITIES. SOME COMPANIES MIGHT HAVE A
SINGLE, OVERARCHING R&D DEPARTMENT AS THEIR COST CENTER. OTHERS, PARTICULARLY LARGER OR MORE DIVERSIFIED
ORGANIZATIONS, MIGHT BREAK IT DOWN FURTHER. For INSTANCE, A PHARMACEUTICAL COMPANY MIGHT HAVE SEPARATE COST
CENTERS FOR EARLY-STAGE DRUG DISCOVERY, CLINICAL TRIALS, AND PROCESS DEVELOPMENT. THE KEY IS TO DELINEATE THESE
CENTERS LOGICALLY SO THAT COSTS CAN BE TRACKED AND ANALYZED WITH PRECISION. EACH DEFINED COST CENTER SHOULD
HAVE A CLEAR PURPOSE RELATED TO Rﬁ'D, ALLOWING FOR FOCUSED FINANCIAL SCRUTINY.

CATEGORIZATION OF RED EXPENSES

ONCE COST CENTERS ARE ESTABLISHED, THE NEXT CRUCIAL STEP IS THE METICULOUS CATEGORIZATION OF ALL ASSOCIATED
EXPENSES. THIS INVOLVES BREAKING DOWN THE TOTAL R&D SPEND INTO MEANINGFUL SUBCATEGORIES. COMMON CATEGORIES
INCLUDE PERSONNEL COSTS (SALARIESI BENEFITS FOR RESEARCHERS, SCIENTISTS, TECHNICIANS), MATERIALS AND SUPPLIES
(LABORATORY CONSUMABLES, RAW MATERIALS FOR PROTOTYPES), EQUIPMENT DEPRECIATION (SPECIALIZED MACHINERY,,
TESTING INSTRUMENTS)I EXTERNAL SERVICES (CONSULTANTSI CONTRACT RESEARCH ORGANIZATIONS)/ INTELLECTUAL PROPERTY
COSTS (PATENT APPLICATIONS, LEGAL FEES)I AND OVERHEAD ALLOCATIONS (A PORTION OF FACILITY COSTS, UTILITIES).
PROPERLY CATEGORIZING THESE COSTS ALLOWS FOR DETAILED ANALYSIS, REVEALING WHERE THE BULK OF RED INVESTMENT IS
BEING DIRECTED.

ALLOCATION METHODS

ASSIGNING COSTS TO THE CORRECT COST CENTER IS WHERE ALLOCATION METHODS COME INTO PLAY. NOT ALL R D EXPENSES
ARE IMMEDIATELY AND DIRECTLY TRACEABLE TO A SINGLE PROJECT OR A SPECIFIC COST CENTER. FOR EXAMPLE, THE COST OF A
SHARED LABORATORY FACILITY OR THE SALARY OF A PROJECT MANAGER OVERSEEING MULTIPLE INITIATIVES NEEDS A
SYSTEMATIC WAY TO BE DISTRIBUTED. COMMON ALLOCATION METHODS INCLUDE DIRECT TRACING (FOR COSTS CLEARLY LINKED
TO ONE PRO_JECT), DRIVER-BASED ALLOCATION (USING METRICS LIKE LABOR HOURS, SQUARE FOOTAGE, OR MACHINE USAGE TO
SPREAD INDIRECT COSTS), OR EVEN A PROPORTIONAL ALLOCATION BASED ON THE OVERALL BUDGET OF EACH RED INITIATIVE.
THE CHOICE OF METHOD SIGNIFICANTLY IMPACTS THE ACCURACY OF THE COST CENTER'S FINANCIAL PICTURE.

REPORTING AND ANALYSIS FRAMEWORK

I:INALLY, A ROBUST REPORTING AND ANALYSIS FRAMEWORK IS ESSENTIAL. THIS INVOLVES NOT JUST COLLECTING THE DATA BUT
ALSO PRESENTING IT IN A DIGESTIBLE AND ACTIONABLE FORMAT. REGULAR REPORTS SHOULD BE GENERATED THAT DETAIL THE
TOTAL COSTS FOR EACH RD cosT CENTER, BROKEN DOWN BY EXPENSE CATEGORIES. THESE REPORTS SHOULD HIGHLIGHT
VARIANCES FROM BUDGETED AMOUNTS, IDENTIFY TRENDS, AND PROVIDE INSIGHTS INTO COST DRIVERS. ANALYSIS SHOULD GO
BEYOND SIMPLY REPORTING NUMBERS; IT SHOULD SEEK TO UNDERSTAND THE "WHY' BEHIND THE FIGURES, ENABLING MANAGEMENT
TO MAKE INFORMED DECISIONS ABOUT RESOURCE ALLOCATION, PROJECT VIABILITY, AND FUTURE R&D STRATEGIES. A WELL-
DEFINED FRAMEW ORK ENSURES THAT THE FINANCIAL DATA COLLECTED ACTIVELY INFORMS BUSINESS STRATEGY.

TyPes oF ReseARCH AND DeVELOPMENT CoSTS ToO TRACK

W/HEN DIVING INTO COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS, IT’'S IMPERATIVE TO UNDERSTAND THE
MULTIFACETED NATURE OF THESE EXPENDITURES. RD ISNIT_JUST ABOUT SCIENTISTS IN LABS; IT ENCOMPASSES A BROAD
SPECTRUM OF ACTIVITIES AND ASSOCIATED EXPENSES. ACCURATE TRACKING REQUIRES A COMPREHENSIVE VIEW OF ALL
POTENTIAL COST CATEGORIES.



PersonNEL CosTs

THIS IS OFTEN THE LARGEST COMPONENT OF RD EXPENDITURE. IT INCLUDES THE SALARIES, WAGES, BONUSES, AND BENEFITS
FOR ALL PERSONNEL DIRECTLY INVOLVED IN RESEARCH AND DEVELOPMENT ACTIVITIES. THIS ENCOMPASSES SCIENTISTS,
ENGINEERS, TECHNICIANS, RESEARCH ASSISTANTS, PROJECT MANAGERS, AND EVEN ADMINISTRATIVE STAFF WHOSE WORK IS
PRIMARILY DEDICATED TO SUPPORTING RD PROJECTS. ACCURATELY ATTRIBUTING THESE COSTS TO SPECIFIC COST CENTERS
OR PROJECTS REQUIRES METICULOUS TIME TRACKING AND A CLEAR UNDERSTANDING OF EACH INDIVIDUAL'S CONTRIBUTION.

MATERIALS AND SUPPLIES

EVERY RESEARCH ENDEAVOR REQUIRES RESOURCES. THIS CATEGORY COVERS ALL THE CONSUMABLE ITEMS AND MATERIALS USED
IN THE R§D PROCESS. EXAMPLES INCLUDE CHEMICALS, REAGENTS, SPECIALIZED COMPONENTS FOR PROTOTYPES, TEST SAMPLES,
AND OTHER LABORATORY SUPPLIES. FOR PROJECTS INVOLVING PHYSICAL PRODUCT DEVELOPMENT, THIS MIGHT ALSO INCLUDE
THE COST OF RAW MATERIALS USED IN BUILDING AND TESTING PROTOTYPES. PROPER INVENTORY MANAGEMENT AND TRACKING
SYSTEMS ARE CRUCIAL FOR ACCURATELY CAPTURING THESE DIRECT COSTS.

EQuUIPMENT AND FACILITIES

THE INFRASTRUCTURE FOR R&D IS SIGNIFICANT. THIS INCLUDES THE COST OF PURCHASING, LEASING, OR MAINTAINING
SPECIALIZED EQUIPMENT SUCH AS SCIENTIFIC INSTRUMENTS, TESTING MACHINES, 3D PRINTERS, AND COMPUTING HARD\W ARE.
DEPRECIATION OF THESE ASSETS OVER THEIR USEFUL LIFE IS ALSO A KEY COST FACTOR. FURTHERMORE/ A PORTION OF THE
COST FOR LABORATORY SPACE, WORKSHOPS, AND RELATED FACILITIES (RENT, UTILITIES, MAINTENANCE, SECURITY) NEEDS TO BE
ALLOCATED TO THE RELEVANT RED COST CENTERS. UNDERSTANDING HOW THESE FIXED ASSETS CONTRIBUTE TO R§D ouTPUT
IS VITAL FOR LONG-TERM PLANNING.

EXTERNAL SERVICES AND CONTRACTORS

MANY COMPANIES LEVERAGE EXTERNAL EXPERTISE TO ACCELERATE THEIR INNOVATION EFFORTS. THIS CATEGORY INCLUDES
COSTS ASSOCIATED WITH HIRING EXTERNAL CONSULTANTS, ENGAGING CONTRACT RESEARCH ORGANIZATIONS (CROS)/
LICENSING TECHNOLOGIES, OR OUTSOURCING SPECIFIC TESTING OR DEVELOPMENT ACTIVITIES. THESE COSTS ARE OFTEN PROJECT-
SPECIFIC AND CAN BE DIRECTLY TRACED, BUT THEY REQUIRE CAREFUL MANAGEMENT TO ENSURE THEY REMAIN WITHIN BUDGET AND
DELIVER THE INTENDED VALUE.

INTELLECTUAL PROPERTY AND LEGAL COSTS

PROTECTING THE FRUITS OF INNOVATION IS A SIGNIFICANT RED EXPENSE. THIS INVOLVES COSTS RELATED TO PATENT
APPLICATIONS, TRADEMARK REGISTRATIONS, LEGAL FEES FOR INTELLECTUAL PROPERTY PROTECTION, AND DEFENDING AGAINST
PATENT INFRINGEMENTS. WHILE THESE ARE OFTEN CONSIDERED ESSENTIAL ANCILLARY COSTS, THEY ARE DIRECTLY TIED TO THE
SUCCESS AND COMMERCIALIZATION POTENTIAL OF RTD OUTCOMES AND THEREFORE MUST BE ACCOUNTED FOR.

TRAVEL AND TRAINING

ATTENDING CONFERENCES, VISITING RESEARCH PARTNERS, AND PARTICIPATING IN INDUSTRY EVENTS ARE CRUCIAL FOR STAYING
AT THE FOREFRONT OF SCIENTIFIC AND TECHNOLOGICAL ADVANCEMENTS. THEREFORE, TRAVEL EXPENSES INCURRED BY R€D
PERSONNEL FOR THESE PURPOSES ARE IMPORTANT TO TRACK. ADDITIONALLY, ONGOING TRAINING AND PROFESSIONAL
DEVELOPMENT FOR THE RD TEAM ARE INVESTMENTS IN THEIR SKILLS AND KNOWLEDGE, CONTRIBUTING TO THE OVERALL
CAPABILITY AND SUCCESS OF THE INNOVATION PIPELINE.



MEeTHODOLOGIES FOR ALLOCATING R§D CosTs

ONCE ALL R D EXPENDITURES ARE IDENTIFIED, THE NEXT SIGNIFICANT CHALLENGE IN COST CENTER ACCOUNTING FOR RESEARCH
AND DEVELOPMENT COSTS IS THEIR ACCURATE ALLOCATION. NOT EVERY EXPENSE LANDS NEATLY IN ONE BOX. EFFECTIVE
ALLOCATION ENSURES THAT THE TRUE COST OF SPECIFIC RETD ACTIVITIES AND PROJECTS IS UNDERSTOOD, WHICH IS CRUCIAL
FOR DECISION-MAKING, BUDGETING, AND PERFORMANCE EVALUATION. LET'S EXPLORE SOME COMMON METHODOLOGIES.

DIRECT TRACING

THIS IS THE MOST STRAIGHTFORWARD AND ACCURATE METHOD. DIRECT TRACING INVOLVES ASSIGNING COSTS DIRECTLY TO A
SPECIFIC RETD COST CENTER OR PROJECT WHEN THERE IS A CLEAR, UNAMBIGUOUS LINK. For EXAMPLE, THE SALARY OF A
SCIENTIST WORKING EXCLUSIVELY ON PROJECT X, THE COST OF SPECIFIC RAW MATERIALS PURCHASED FOR PROJECT X, OR THE
FEE PAID TO A CONSULTANT ENGAGED SOLELY FOR PROJECT X WOULD ALL BE DIRECTLY TRACED TO PROJECT X. WHILE IDEAL,
DIRECT TRACING ISN'T ALWAYS FEASIBLE FOR ALL TYPES OF COSTS, ESPECIALLY INDIRECT ONES.

AcTiviTY-Basep CosTing (ABC)

ACTIVITY-BASED COSTING IS A MORE SOPHISTICATED APPROACH THAT TRACES COSTS TO THE ACTIVITIES THAT CONSUME
RESOURCES, AND THEN ALLOCATES THOSE ACTIVITY COSTS TO COST OBJECTS (LIKE R§D PROJECTS OR DEPARTMENTS) BASED
ON THEIR USE OF THOSE ACTIVITIES. FOR R§D, THIS MIGHT INVOLVE IDENTIFYING ACTIVITIES SUCH AS “LABORATORY TESTING,”
“COMPUTATIONAL MODELING,” OR “PROTOTYPE FABRICATION.” THE COSTS OF THESE ACTIVITIES (E.G., SALARIES OF LAB
TECHNICIANS, DEPRECIATION OF TESTING EQUIPMENT) ARE THEN ALLOCATED TO RED PROJECTS BASED ON HOW MANY UNITS OF
THAT ACTIVITY EACH PROJECT CONSUMES. ABC PROVIDES A MORE GRANULAR AND OFTEN MORE ACCURATE UNDERSTANDING OF
COST DRIVERS.

DRIVER-BASED ALLOCATION

THIS METHOD INVOLVES IDENTIFYING KEY COST DRIVERS THAT HAVE A CAUSAL RELATIONSHIP WITH THE COSTS BEING
ALLOCATED. COMMON DRIVERS FOR R&D INCLUDE DIRECT LABOR HOURS, MACHINE HOURS, SQUARE FOOTAGE OCCUPIED BY A
PROJECT OR DEPARTMENT, OR EVEN THE NUMBER OF EXPERIMENTS CONDUCTED. For INSTANCE, SHARED FACILITY COSTS (RENT,
UTILITIES) MIGHT BE ALLOCATED TO DIFFERENT RED COST CENTERS BASED ON THE PROPORTION OF SQUARE FOOTAGE EACH
OCCUPIES. |F A DEPARTMENT USES MORE EXPENSIVE EQUIPMENT FOR LONGER PERIODS, THE ALLOCATION OF EQUIPMENT
DEPRECIATION MIGHT BE BASED ON MACHINE HOURS. THIS METHOD IS SIMPLER THAN ABC BUT STILL PROVIDES A MORE REFINED
ALLOCATION THAN TRADITIONAL OVERHEAD METHODS.

PROPORTIONAL ALLOCATION (E.G., BASED ON BUDGET OR REVENUE)

IN SOME CASES, WHERE DIRECT TRACING OR DRIVER"BASED ALLOCATION IS OVERLY COMPLEX OR IMPRACTICAL, COSTS MIGHT BE
ALLOCATED PROPORTIONALLY. A SIMPLE PROPORTIONAL ALLOCATION COULD BE BASED ON THE PERCENTAGE OF A COST
CENTER'S BUDGET RELATIVE TO THE TOTAL R§D BUDGET, OR ON THE PROPORTION OF REVENUE A PARTICULAR PRODUCT LINE IS
EXPECTED TO GENERATE IN THE FUTURE (THOUGH THIS IS MORE COMMON FOR POST-RGD ANALYSIS). FOR SHARED OVERHEADS,
A SIMPLER APPROACH MIGHT BE TO ALLOCATE THEM EQUALLY AMONG ACTIVE R§D PROJECTS OR COST CENTERS. W/HILE LESS
PRECISE, IT CAN BE A PRAGMATIC SOLUTION FOR VERY DIFFUSE COSTS.

HyBrID APPROACHES

MANY ORGANIZATIONS FIND THAT A COMBINATION OF THESE METHODOLOGIES IS THE MOST EFFECTIVE. FOR EXAMPLE, DIRECT
TRACING MIGHT BE USED FOR ALL DIRECT COSTS, DRIVER-BASED ALLOCATION FOR SHARED RESOURCES LIKE FACILITIES, AND
PERHAPS A SIMPLER PROPORTIONAL METHOD FOR VERY MINOR OR ADMINISTRATIVE OVERHEADS. THE GOAL IS TO STRIKE A
BALANCE BETWEEN ACCURACY, COST OF IMPLEMENTATION, AND THE NEED FOR TIMELY FINANCIAL INFORMATION. THE MOST



APPROPRIATE ALLOCATION METHODOLOGY WILL DEPEND ON THE COMPANY'S SIZE, COMPLEXITY OF R&GD OPERATIONS,
AVAILABLE DATA, AND REPORTING REQUIREMENTS.

BeNEFITS oF EFFECTIVE R§D CosT CENTER ACCOUNTING

IMPLEMENTING ROBUST COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS YIELDS A WEALTH OF BENEFITS
THAT EXTEND FAR BEYOND MERE FINANCIAL TRACKING. |T FUNDAMENTALLY TRANSFORMS HOW AN ORGANIZATION APPROACHES
INNOVATION, RESOURCE ALLOCATION, AND STRATEGIC PLANNING. UNDERSTANDING THESE ADVANTAGES CAN BE A POWERFUL
MOTIVATOR FOR INVESTING IN AND REFINING YOUR R§D COST MANAGEMENT SYSTEMS.

ENHANCED DecisioN-MAKING

PERHAPS THE MOST SIGNIFICANT BENEFIT IS THE PROFOUND IMPACT ON DECISION-MAKING. W/ITH ACCURATE COST DATA FOR
EACH RED cosT CENTER, MANAGEMENT CAN MAKE INFORMED CHOICES ABOUT WHICH PROJECTS TO FUND, WHICH TO SCALE BACK,
AND WHICH TO DISCONTINUE. THIS DATA ALLOWS FOR A CLEAR UNDERSTANDING OF THE RETURN ON INVESTMENT FOR DIFFERENT
INNOVATION INITIATIVES, ENABLING A MORE STRATEGIC ALLOCATION OF LIMITED R&D RESOURCES. IT MOVES DECISIONS FROM
INTUITION-BASED TO DATA-DRIVEN, INCREASING THE LIKELIHOOD OF SUCCESSFUL INNOVATION OUTCOMES.

IMPROVED BUDGETING AND FORECASTING

UNDERSTANDING HISTORICAL RD SPENDING PATTERNS WITHIN SPECIFIC COST CENTERS ALLOWS FOR MORE ACCURATE AND
REALISTIC BUDGETING AND FORECASTING FOR FUTURE INITIATIVES. WHEN YOU KNOW HOW MUCH IT TYPICALLY COSTS TO RUN
A PARTICULAR TYPE OF EXPERIMENT, DEVELOP A PROTOTYPE, OR STAFF A RESEARCH TEAM, YOU CAN CREATE BUDGETS THAT
ARE NOT ONLY FINANCIALLY SOUND BUT ALSO ALIGNED WITH ACHIEVABLE PROJECT TIMELINES AND GOALS. THIS REDUCES THE
RISK OF BUDGET OVERRUNS AND THE NEED FOR LAST-MINUTE FUNDING ADJUSTMENTS.

PERFORMANCE MEASUREMENT AND ACCOUNTABILITY

COST CENTERS PROVIDE A NATURAL FRAMEWORK FOR MEASURING THE PERFORMANCE OF RTD TEAMS AND PROJECTS. By
COMPARING ACTUAL EXPENDITURES AGAINST BUDGETED AMOUNTS, VARIANCES CAN BE IDENTIFIED AND INVESTIGATED. THis
FOSTERS ACCOUNTABILITY WITHIN THE R§D DEPARTMENT , ENCOURAGING EFFICIENT USE OF RESOURCES. IT ALSO ALLOWS FOR
THE RECOGNITION OF HIGH-PERFORMING TEAMS AND PROJECTS THAT MANAGE THEIR BUDGETS EFFECTIVELY WHILE STILL ACHIEVING
THEIR TECHNICAL OBJECTIVES.

STRATEGIC RESOURCE ALLOCATION

EFFECTIVE RED COST CENTER ACCOUNTING EMPOWERS ORGANIZATIONS TO ALIGN THEIR INNOVATION SPENDING WITH THEIR
OVERARCHING BUSINESS STRATEGY. BY UNDERSTANDING THE COST IMPLICATIONS OF DIFFERENT R&D AVENUES, COMPANIES CAN
STRATEGICALLY DIRECT THEIR INVESTMENTS TOWARDS AREAS THAT OFFER THE GREATEST POTENTIAL FOR COMPETITIVE
ADVANTAGE, MARKET GROWTH, OR NEW REVENUE STREAMS. |T HELPS ENSURE THAT R&D EFFORTS ARE NOT JUST ABOUT
DISCOVERY, BUT ABOUT DRIVING TANGIBLE BUSINESS VALUE.

FACILITATION OF FUNDING AND INVESTMENT JUSTIFICATION

\W/HEN SEEKING EXTERNAL FUNDING OR INTERNAL INVESTMENT, A CLEAR AND DETAILED BREAKDOWN OF RETD COSTS IS ESSENTIAL.
ROBUST COST CENTER ACCOUNTING PROVIDES THE NECESSARY DOCUMENTATION AND JUSTIFICATION FOR RETD EXPENDITURES,
DEMONSTRATING TO INVESTORS, STAKEHOLDERS, OR SENIOR LEADERSHIP HOW EFFECTIVELY CAPITAL IS BEING UTILIZED FOR
INNOVATION. THIS TRANSPARENCY BUILDS CONFIDENCE AND CAN BE A CRITICAL FACTOR IN SECURING NECESSARY FINANCIAL
SUPPORT FOR AMBITIOUS R&D PROJECTS.



IDENTIFICATION OF COST-SAVING OPPORTUNITIES

BY DISSECTING RED EXPENSES INTO GRANULAR COST CENTERS AND CATEGORIES, ORGANIZATIONS CAN PINPOINT AREAS \WHERE
SPENDING MIGHT BE INEFFICIENT OR WHERE COST-SAVING OPPORTUNITIES EXIST. THIS COULD INVOLVE IDENTIFYING REDUNDANT
EQUIPMENT, OPTIMIZING MATERIAL PROCUREMENT, NEGOTIATING BETTER RATES WITH EXTERNAL SERVICE PROVIDERS, OR
IMPROVING PROCESS EFFICIENCIES WITHIN THE RD woRkFLOW. CONTINUOUS MONITORING ALLOWS FOR PROACTIVE
ADJUSTMENTS THAT CAN SIGNIFICANTLY REDUCE OVERALL R D EXPENDITURE WITHOUT COMPROMISING QUALITY OR
INNOVATION OUTPUT.

CHALLENGES IN MANAGING RD CosT CENTERS

W/HILE THE BENEFITS OF COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS ARE CLEAR, ORGANIZATIONS
OFTEN ENCOUNTER SIGNIFICANT HURDLES IN ITS IMPLEMENTATION AND ONGOING MANAGEMENT. THESE CHALLENGES CAN BE
COMPLEX, REQUIRING CAREFUL PLANNING AND A STRATEGIC APPROACH TO OVERCOME.

UNCERTAINTY AND VOLATILITY oF R§D ProjecTs

THE VERY NATURE OF RESEARCH AND DEVELOPMENT IS INHERENTLY UNCERTAIN. PROJECTS MAY PIVOT, ENCOUNTER UNEXPECTED
TECHNICAL CHALLENGES, OR REQUIRE MORE RESOURCES THAN INITIALLY ANTICIPATED. THIS VOLATILITY MAKES IT DIFFICULT TO
PREDICT COSTS ACCURATELY AND CAN LEAD TO SIGNIFICANT BUDGET DEVIATIONS, COMPLICATING THE ALLOCATION AND
TRACKING PROCESS. THE EXPERIMENTAL ASPECT OF R D MEANS THAT THE PATH TO A SUCCESSFUL OUTCOME IS RARELY
LINEAR, MAKING PRECISE COST FORECASTING A FORMIDABLE TASK.

ATTRIBUTION OF SHARED RESOURCES

MANY RD ACTIVITIES RELY ON SHARED RESOURCES, SUCH AS SPECIALIZED EQUIPMENT, COMMON LABORATORY FACILITIES, OR
CENTRAL | T INFRASTRUCTURE. ACCURATELY ATTRIBUTING THE COSTS OF THESE SHARED ASSETS TO INDIVIDUAL COST CENTERS
OR PROJECTS CAN BE CHALLENGING. DETERMINING FAIR AND EQUITABLE ALLOCATION BASES, ESPECIALLY WHEN RESOURCE
UTILIZATION FLUCTUATES, REQUIRES CAREFUL CONSIDERATION AND ROBUST TRACKING MECHANISMS.

INTANGIBLE OUTPUTS AND LONG TIME HORIZONS

THE oUTPUTS OF RTD ARE OFTEN INTANGIBLE, SUCH AS NEW KNOWLEDGE, PATENTS, OR IMPROVED PROCESSES, WHICH CAN BE
DIFFICULT TO QUANTIFY IN FINANCIAL TERMS UNTIL MUCH LATER IN THE PRODUCT LIFECYCLE, IF AT ALL. FURTHERMORE, RTD
PROJECTS CAN HAVE VERY LONG TIME HORIZONS, SPANNING YEARS. THIS MAKES IT HARD TO LINK CURRENT EXPENDITURES
DIRECTLY TO IMMEDIATE FINANCIAL RETURNS, COMPLICATING THE JUSTIFICATION OF ONGOING COSTS AND THE ASSESSMENT OF
PROJECT ROl IN REAL-TIME.

ResisTANCE To CosT CONTROLS

RESEARCHERS AND SCIENTISTS ARE OFTEN DRIVEN BY DISCOVERY AND EXPLORATION, WHICH CAN SOMETIMES CLASH WITH THE
STRICTURES OF COST CONTROL. THERE MIGHT BE A PERCEPTION THAT STRINGENT FINANCIAL TRACKING CAN STIFLE CREATIVITY
OR IMPOSE UNNECESSARY BUREAUCRATIC HURDLES. GAINING BUY-IN FROM THE RD TEAM AND FOSTERING A CULTURE WHERE
FINANCIAL RESPONSIBILITY IS UNDERSTOOD AS A VITAL COMPONENT OF SUCCESSFUL INNOVATION IS A CONTINUOUS EFFORT.

DerINING BOUNDARIES OF R§D

DISTINGUISHING BETWEEN GENUINE R€TD ACTIVITIES AND ACTIVITIES THAT FALL UNDER PRODUCT DEVELOPMENT, QUALITY
ASSURANCE, OR EVEN ROUTINE ENGINEERING CAN BE BLURRY. THIS AMBIGUITY CAN LEAD TO MISCLASSIFICATION OF COSTS,



WHERE EXPENSES THAT SHOULD BE CAPITALIZED OR TREATED DIFFERENTLY ARE INCORRECTLY EXPENSED AS RG'D, OR VICE VERSA.
CLEAR DEFINITIONS AND CONSISTENT APPLICATION OF ACCOUNTING POLICIES ARE ESSENTIAL TO AVOID THIS.

DATA COLLECTION AND SYSTEM INTEGRATION

IMPLEMENTING EFFECTIVE COST CENTER ACCOUNTING REQUIRES ROBUST SYSTEMS FOR COLLECTING AND MANAGING FINANCIAL
DATA. THIS OFTEN INVOLVES INTEGRATING DATA FROM VARIOUS SOURCES, SUCH AS TIME TRACKING SOFTWARE, PROCUREMENT
SYSTEMS, AND ACCOUNTING PLATFORMS. CHALLENGES CAN ARISE FROM DISPARATE SYSTEMS, MANUAL DATA ENTRY ERRORS,
AND THE SHEER VOLUME OF DATA THAT NEEDS TO BE PROCESSED AND ANALYZED ACCURATELY AND EFFICIENTLY.

BesT PRACTICES FOR R§D CosT CENTER ACCOUNTING

TO NAVIGATE THE COMPLEXITIES OF COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS SUCCESSFULLY,
ADOPTING A SET OF BEST PRACTICES IS CRUCIAL. THESE PRINCIPLES ENSURE THAT YOUR RD INVESTMENT IS MANAGED
EFFECTIVELY, TRANSPARENTLY, AND IN ALIGNMENT WITH YOUR STRATEGIC OBJECTIVES. THEY ARE THE CORNERSTONES OF A
HIGH-PERFORMING R&D FINANCIAL MANAGEMENT SYSTEM.

EsTABLISH CLEAR DEFINITIONS AND POLICIES

BEGIN BY ESTABLISHING CLEAR, DOCUMENTED DEFINITIONS FOR WHAT CONSTITUTES AN R&D cosT CENTER, AS WELL AS
SPECIFIC CATEGORIES OF RD EXPENSES. DEVELOP CLEAR POLICIES FOR COST ALLOCATION, TIME TRACKING, AND
CAPITALISATION OF R§TD ASSETS. THESE POLICIES SHOULD BE COMMUNICATED EFFECTIVELY TO ALL RELEVANT PERSONNEL,
ENSURING A SHARED UNDERSTANDING AND CONSISTENT APPLICATION ACROSS THE ORGANIZATION.

IMPLEMENT RoBUST TIME TRACKING SYSTEMS

ACCURATE TIME TRACKING IS FUNDAMENTAL FOR ALLOCATING PERSONNEL COSTS, WHICH ARE OFTEN THE LARGEST COMPONENT

OF R&D EXPENSES. INVEST IN USER-FRIENDLY TIME TRACKING SOFTWARE THAT ALLOWS EMPLOYEES TO ACCURATELY LOG THEIR
HOURS AGAINST SPECIFIC PROJECTS OR COST CENTERS. REGULAR TRAINING AND REINFORCEMENT OF THE IMPORTANCE OF PRECISE

TIME LOGGING ARE ESSENTIAL TO ENSURE DATA INTEGRITY.

UTiLize APPROPRIATE ALLOCATION METHODS

SELECT ALLOCATION METHODS THAT ARE BOTH ACCURATE AND PRACTICAL FOR YOUR ORGANIZATION. W/HILE DIRECT TRACING
IS IDEAL, UNDERSTAND THE NEED FOR DRIVER-BASED OR ACTIVITY-BASED COSTING FOR INDIRECT EXPENSES. REGULARLY REVIEW
AND UPDATE YOUR ALLOCATION BASES AND METHODS TO ENSURE THEY REMAIN RELEVANT AS YOUR R§D ACTIVITIES EVOLVE.
SEEK A BALANCE BETWEEN PRECISION AND THE COST OF IMPLEMENTING THE ALLOCATION SYSTEM.

ReGULARLY ReVIEW AND RECONCILE BUDGETS

ESTABLISH A ROUTINE FOR REVIEWING ACTUAL R& D EXPENDITURES AGAINST BUDGETED AMOUNTS FOR EACH COST CENTER.
INVESTIGATE SIGNIFICANT VARIANCES PROMPTLY TO UNDERSTAND THE UNDERLYING CAUSES. THIS PROACTIVE APPROACH
ALLOWS FOR COURSE CORRECTION, REALLOCATION OF FUNDS IF NECESSARY, AND IDENTIFICATION OF POTENTIAL ISSUES BEFORE
THEY ESCALATE. RECONCILIATION ENSURES THAT THE FINANCIAL RECORDS ACCURATELY REFLECT THE ONGOING COSTS.



FosTer COLLABORATION BETWEEN FINANCE AND RED

ENCOURAGE OPEN COMMUNICATION AND COLLABORATION BETWEEN FINANCE AND R§D TEAMS. FINANCE PROFESSIONALS SHOULD
UNDERSTAND THE UNIQUE CHALLENGES AND OBJECTIVES OF Rﬁ'D, WHILE R€TD PERSONNEL SHOULD UNDERSTAND THE IMPORTANCE
OF FINANCIAL DISCIPLINE AND ACCURATE COST REPORTING.JOINT WORKSHOPS, REGULAR MEETINGS, AND CROSS-FUNCTIONAL
TEAMS CAN HELP BRIDGE ANY GAPS AND BUILD MUTUAL RESPECT AND UNDERSTANDING.

LEVERAGE TECHNOLOGY FOR AUTOMATION AND ANALYSIS

EMBRACE TECHNOLOGY TO AUTOMATE DATA COLLECTION, ALLOCATION, AND REPORTING PROCESSES. ENTERPRISE RESOURCE
PLANNING (ERP) SYSTEMS, SPECIALIZED RGD PROJECT MANAGEMENT SOFTWARE, AND BUSINESS INTELLIGENCE TOOLS CAN
SIGNIFICANTLY ENHANCE EFFICIENCY, ACCURACY, AND ANALYTICAL CAPABILITIES. AUTOMATION REDUCES MANUAL ERRORS AND
FREES UP VALUABLE TIME FOR MORE STRATEGIC ANALYSIS.

ConpucT Periobic AUDITS AND REVIEWS

PERIODICALLY AUDIT YOUR RED COST ACCOUNTING PROCESSES AND FINANCIAL RECORDS. THIS HELPS TO IDENTIFY ANY
INCONSISTENCIES, ERRORS, OR AREAS FOR IMPROVEMENT. EXTERNAL OR INTERNAL AUDITS CAN PROVIDE AN OBJECTIVE
ASSESSMENT OF THE SYSTEM'S EFFECTIVENESS AND ENSURE COMPLIANCE WITH ACCOUNTING STANDARDS AND REGULATORY
REQUIREMENTS.

THE RoLE oF TECHNOLOGY IN R§D CosT MANAGEMENT

IN TODAY'S FAST-PACED INNOVATION LANDSCAPE, TECHNOLOGY IS NO LONGER AN OPTION BUT A NECESSITY FOR EFFECTIVE
COST CENTER ACCOUNTING FOR RESEARCH AND DEVELOPMENT COSTS. THE RIGHT TECHNOLOGICAL SOLUTIONS CAN TRANSFORM
HOW ORGANIZATIONS MANAGE RED EXPENDITURES, MOVING FROM MANUAL , ERROR~PRONE PROCESSES TO STREAMLINED, DATA-
DRIVEN OPERATIONS. EMBRACING INNOVATION IN FINANCIAL MANAGEMENT MIRRORS THE INNOVATION HAPPENING IN THE LABS
THEMSELVES.

INTEGRATED ERP SYSTEMS

ENTERPRISE RESOURCE PLANNING (ERP) SYSTEMS ARE FOUNDATIONAL FOR COMPREHENSIVE REGD COST MANAGEMENT. THESE
INTEGRATED PLATFORMS CAN HOUSE ALL FINANCIAL DATA, FROM PAYROLL AND PROCUREMENT TO PROJECT ACCOUNTING AND
GENERAL LEDGER. BY CENTRALIZING INFORMATION, ERP SYSTEMS ALLOW FOR SEAMLESS COST TRACKING, ALLOCATION, AND
REPORTING ACROSS DIFFERENT RD COST CENTERS AND PROJECTS. THEY PROVIDE A SINGLE SOURCE OF TRUTH, MINIMIZING DATA
DISCREPANCIES AND ENHANCING OVERALL FINANCIAL VISIBILITY.

SPecIALIZED RED PRoOJECT MANAGEMENT SOFTWARE

BeyonD GENERAL ERP CAPABILITIES, SPECIALIZED R&D PROJECT MANAGEMENT SOFTWARE OFFERS FEATURES TAILORED TO THE
UNIQUE NEEDS OF INNOVATION. THESE TOOLS OFTEN INCLUDE ROBUST TIME-TRACKING MODULES THAT INTEGRATE DIRECTLY
WITH PROJECT BUDGETS, RESOURCE MANAGEMENT CAPABILITIES, AND TOOLS FOR TRACKING PROJECT MILESTONES AND
EXPENDITURES. THEY CAN AUTOMATE THE ALLOCATION OF LABOR COSTS BASED ON LOGGED HOURS AND PROVIDE REAL-TIME
DASHBOARDS FOR PROJECT MANAGERS TO MONITOR BUDGETS.

Business INTELLIGENCE (BI) AND ANALYTICS TooLs

ONCE DATA IS COLLECTED AND ORGANIZED, BUSINESS INTELLIGENCE <B|) AND ANALYTICS TOOLS ARE INVALUABLE FOR DERIVING
ACTIONABLE INSIGHTS. THESE PLATFORMS CAN ANALYZE RD SPENDING PATTERNS, IDENTIFY COST DRIVERS, COMPARE THE



PERFORMANCE OF DIFFERENT COST CENTERS, AND FORECAST FUTURE EXPENDITURES WITH GREATER ACCURACY. VISUALIZATIONS
SUCH AS DASHBOARDS, CHARTS, AND GRAPHS MAKE COMPLEX FINANCIAL DATA MORE ACCESSIBLE AND UNDERSTANDABLE TO
STAKEHOLDERS, FACILITATING INFORMED DECISION-MAKING.

AUTOMATION OF ALLOCATION AND REPORTING

TECHNOLOGY CAN AUTOMATE MANY OF THE TEDIOUS AND ERROR-PRONE ASPECTS OF COST ALLOCATION AND FINANCIAL
REPORTING. RULES-BASED ENGINES WITHIN ERP SYSTEMS OR DEDICATED SOFTWARE CAN AUTOMATICALLY DISTRIBUTE INDIRECT
COSTS BASED ON PREDEFINED DRIVERS. SIMILARLY, REPORT GENERATION CAN BE AUTOMATED, ENSURING THAT TIMELY AND
CONSISTENT FINANCIAL SUMMARIES ARE DELIVERED TO MANAGEMENT, FREEING UP FINANCE PROFESSIONALS TO FOCUS ON
ANALYSIS RATHER THAN DATA COMPILATION.

CLoubp-BASED SoLUTIONS

THE ADOPTION OF CLOUD-BASED R€D FINANCIAL MANAGEMENT SOLUTIONS OFFERS ENHANCED FLEXIBILITY, SCALABILITY, AND
ACCESSIBILITY. CLOUD PLATFORMS ALLOW R&D TEAMS AND FINANCE DEPARTMENTS TO ACCESS DATA AND COLLABORATE
FROM ANY\WHERE, AT ANY TIME, WHICH IS PARTICULARLY BENEFICIAL FOR GEOGRAPHICALLY DISPERSED TEAMS. THEY ALSO
OFTEN COME WITH AUTOMATIC UPDATES AND ROBUST SECURITY MEASURES, REDUCING THE I'T BURDEN ON THE ORGANIZATION.

DATA INTEGRATION AND Al CAPABILITIES

THE FUTURE OF RED COST MANAGEMENT LIES IN GREATER DATA INTEGRATION AND THE APPLICATION OF ARTIFICIAL
INTELLIGENCE (AD Al CAN ANALYZE VAST DATASETS TO PREDICT PROJECT COSTS, IDENTIFY POTENTIAL RISKS, AND EVEN
SUGGEST OPTIMAL RESOURCE ALLOCATION STRATEGIES. INTEGRATING DATA FROM VARIOUS SOURCES—INCLUDING RESEARCH
DATABASES, MARKET INTELLIGENCE, AND FINANCIAL SYSTEMS—W!ILL PROVIDE AN EVEN RICHER CONTEXT FOR DECISION-MAKING,
MAKING RED COST CENTER ACCOUNTING A TRULY STRATEGIC FUNCTION.

FREQUENTLY AskeD QUESTIONS

QZ \WHAT IS THE PRIMARY GOAL OF COST CENTER ACCOUNTING FOR RESEARCH AND
DEVELOPMENT COSTS?

A: THE PRIMARY GOAL IS TO ACCURATELY TRACK, ALLOCATE, AND ANALYZE THE EXPENDITURES INCURRED BY THE RESEARCH
AND DEVELOPMENT FUNCTION OF A BUSINESS. THIS PROVIDES CRUCIAL FINANCIAL VISIBILITY TO SUPPORT STRATEGIC DECISION-
MAKING, OPTIMIZE RESOURCE ALLOCATION, AND UNDERSTAND THE TRUE COST OF INNOVATION.

Q: How DO PERSONNEL COSTS TYPICALLY FACTOR INTO RE§D COST CENTERS?

A: PERSONNEL COSTS, INCLUDING SALARIES, WAGES, BENEFITS, AND BONUSES FOR SCIENTISTS, ENGINEERS, TECHNICIANS, AND
SUPPORTING STAFF, ARE USUALLY THE LARGEST COMPONENT OF R&D EXPENSES. ACCURATE TIME TRACKING AGAINST SPECIFIC
PROJECTS OR COST CENTERS IS ESSENTIAL FOR THEIR PROPER ALLOCATION.

Q: WHAT IS THE DIFFERENCE BETWEEN A COST CENTER AND A PROFIT CENTER IN THE
CONTEXT ofF R§D?

A: A cosT CENTER, LIKE AN R&D DEPARTMENT, INCURS COSTS BUT DOES NOT DIRECTLY GENERATE REVENUE. A PROFIT CENTER,
ON THE OTHER HAND, IS RESPONSIBLE FOR BOTH GENERATING REVENUE AND MANAGING ITS COSTS, DIRECTLY CONTRIBUTING TO
PROFITABILITY. RED IS INHERENTLY A COST CENTER AS ITS OUTPUT IS FOCUSED ON FUTURE VALUE CREATION RATHER THAN



IMMEDIATE SALES.

Q: How CAN BUSINESSES EFFECTIVELY ALLOCATE INDIRECT R§D COSTS, SUCH AS
FACILITY EXPENSES?

A: INDIRECT COSTS LIKE FACILITY EXPENSES CAN BE ALLOCATED USING METHODS SUCH AS DRIVER-BASED ALLOCATION (E.G./
BASED ON SQUARE FOOTAGE OCCUPIED BY R§D DEPARTMENTS) OR ACTIVITY-BASED COSTING, WHICH ASSIGNS COSTS BASED
ON THE ACTIVITIES THAT CONSUME THOSE RESOURCES. SIMPLE PROPORTIONAL ALLOCATION BASED ON BUDGET CAN ALSO BE
USED AS A FALLBACK.

Q: WHAT ARE SOME COMMON CHALLENGES FACED WHEN IMPLEMENTING R§D cosT
CENTER ACCOUNTING?

A: COMMON CHALLENGES INCLUDE THE INHERENT UNCERTAINTY AND VOLATILITY oF R§D PROJECTS, DIFFICULTY IN ATTRIBUTING
SHARED RESOURCES, THE INTANGIBLE NATURE OF R&D OUTPUTS, POTENTIAL RESISTANCE TO COST CONTROLS FROM R&D
TEAMS, AND COMPLEXITIES IN DEFINING THE BOUNDARIES OF RED ACTIVITIES.

Q: WHY 1S ACCURATE RE'D COST CENTER ACCOUNTING IMPORTANT FOR OBTAINING
EXTERNAL FUNDING OR INVESTMENT?

A: INVESTORS AND FUNDING BODIES REQUIRE DETAILED FINANCIAL INFORMATION TO ASSESS THE VIABILITY AND POTENTIAL
RETURN OF RD INVESTMENTS. ACCURATE COST CENTER ACCOUNTING PROVIDES TRANSPARENCY INTO HOW FUNDS WILL BE
USED, DEMONSTRATES FINANCIAL DISCIPLINE, AND HELPS JUSTIFY THE EXPENDITURE, INCREASING CONFIDENCE AND THE LIKELIHOOD
OF SECURING FUNDING.

Q: CAN TECHNOLOGY HELP SIMPLIFY THE PROCESS OF R§D COST CENTER ACCOUNTING?

A: ABSOLUTELY. TECHNOLOGIES LIKE INTEGRATED ERP SYSTEMS, SPECIALIZED RFD PROJECT MANAGEMENT SOFT W ARE,
BUSINESS INTELLIGENCE TOOLS, AND Al-DRIVEN ANALYTICS CAN AUTOMATE DATA COLLECTION AND ALLOCATION, IMPROVE
ACCURACY, PROVIDE REAL-TIME INSIGHTS, AND STREAMLINE REPORTING, MAKING THE ENTIRE PROCESS MORE EFFICIENT AND
EFFECTIVE.

Q: How DOES COST CENTER ACCOUNTING CONTRIBUTE TO PERFORMANCE MEASUREMENT
WITHIN AN R§D DEPARTMENT?

A: BY ESTABLISHING CLEAR COST CENTERS AND BUDGETS, ORGANIZATIONS CAN MEASURE THE FINANCIAL PERFORMANCE OF RED
PROJECTS AND TEAMS. COMPARING ACTUAL EXPENDITURES AGAINST BUDGETED AMOUNTS HELPS IDENTIFY VARIANCES, FOSTERING
ACCOUNTABILITY, RECOGNIZING EFFICIENCY, AND PROVIDING DATA FOR PERFORMANCE REVIEWS.
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