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§ 32.1500 Other jurisdictional assets—
net.

This account shall include the cumu-
lative impact on assets of jurisdic-
tional ratemaking practices which
vary from those of this Commission.
All entries recorded in this account
shall be recorded net of any applicable
income tax effects and shall be sup-
ported by subsidiary records where nec-
essary as provided for in § 32.13(e) of
subpart B.

§ 32.2000 Instructions for tele-
communications plant accounts.

(a) Purpose of telecommunications plant
accounts. (1) The telecommunications
plant accounts (2001 to 2007 inclusive)
are designed to show the investment in
the company’s tangible and intangible
telecommunications plant which ordi-
narily has a service life of more than
one year, including such plant whether
used by the company or others in pro-
viding telecommunications service.

(2) The telecommunications plant ac-
counts shall not include the cost or
other value of telecommunications
plant contributed to the company. Con-
tributions in the form of money or its
equivalent toward the construction of
telecommunications plant shall be
credited to the accounts charged with
the cost of such construction. Amounts
of non-recurring reimbursements based
on the cost of plant or equipment fur-
nished in rendering service to a cus-
tomer shall be credited to the accounts
charged with the cost of the plant or
equipment. Amounts received for con-
struction which are ultimately to be
repaid wholly or in part, shall be cred-
ited to Account 4360, Other Deferred
Credits; when final determination has
been made as to the amount to be re-
turned, any unrefunded amounts shall
be credited to the accounts charged
with the cost of such construction.
Amounts received for the construction
of plant, the ownership of which rests
with or will revert to others, shall be
credited to the accounts charged with
the cost of such construction. (Note
also Account 7110, Income from Custom
Work.)

(3) When telecommunications plant
ordinarily having a service life of more
than one year is installed for tem-
porary use in providing telecommuni-

cations service, it shall be accounted
for in the same manner as plant having
a service life of more than one year.
This includes temporary installations
of plant (such as poles, wire and cable)
installed to maintain service during
the progress of highway reconstruction
or during interruptions due to storms
or other casualties, equipment used for
the training of operators, equipment
used to provide intercepting positions
in central offices to handle traffic for a
short period following extensive sys-
tem changes and similar installations
of property used to provide tele-
communications service.

(4) The cost of the individual items of
equipment, classifiable to Accounts
2112, Motor vehicles; 2113, Aircraft;
2114, Special purpose vehicles; 2115, Ga-
rage work equipment; 2116, Other work
equipment; 2122, Furniture; 2123, Office
equipment; 2124, General purpose com-
puters, costing $2,000 or less or having
a life of less than one year shall be
charged to the applicable expense ac-
counts, except for personal computers
falling within Account 2124. Personal
computers classifiable to Account 2124,
with a total cost for all components of
$500 or less, shall be charged to the ap-
plicable Plant Specific Operations Ex-
pense accounts. If the aggregate invest-
ment in the items is relatively large at
the time of acquisition, such amounts
shall be maintained in an applicable
material and supplies account until
items are used.

(b) Telecommunications plant acquired.
(1) Property, plant and equipment ac-
quired from an entity, whether or not
affiliated with the accounting com-
pany, shall be accounted for at original
cost, except that property, plant and
equipment acquired from a non-
affiliated entity shall be accounted for
at acquisition cost if the purchase
price is less than $100,000 for Class A
companies or $25,000 for Class B compa-
nies.

(2) The accounting for property,
plant and equipment to be recorded at
original cost shall be as follows:

(i) The amount of money paid (or cur-
rent money value of any consideration
other than money exchanged) for the
property (together with preliminary
expenses incurred in connection with
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the acquisition) shall be charged to Ac-
count 1439, Deferred Charges.

(ii) The original cost, estimated if
not known, of telecommunications
plant, governmental franchises and
other similar rights acquired shall be
charged to the applicable tele-
communications plant accounts, Tele-
communications Plant Under Con-
struction, and Property Held For Fu-
ture Telecommunications Use, as ap-
propriate, and credited to Account 1439.
When the actual original cost cannot
be determined and estimates are used,
the company shall be prepared to fur-
nish the Commission with the particu-
lars of such estimates.

(iii) Depreciation and amortization of
plant acquired shall be credited to Ac-
count 3100, Accumulated Depreciation,
or Account 3200, Accumulated Depre-
ciation—Held for Future Telecommuni-
cations Use, 3400, Accumulated Amorti-
zation—Tangible, 3410, Accumulated
Amortization—Capitalized Leases, 3420,
Accumulated Amortization—Leasehold
Improvements, 3500, Accumulated Am-
ortization—Intangibles, and 3600, Accu-
mulated Amortization—Other, and deb-
ited to Account 1439.

(iv) Any amount remaining in Ac-
count 1439, applicable to the plant ac-
quired, shall, upon completion of the
entries provided in paragraphs (b)(2)
(i), (ii) and (iii) of this section, be deb-
ited or credited, as applicable, to Ac-
count 2007, Goodwill, or to Account
2005, Telecommunications Plant Ad-
justment, as appropriate.

(3) A memorandum record shall be
kept showing the amount of contribu-
tions in aid of construction applicable
to the property acquired as shown by
the accounts of the previous owner.

(c) Cost of construction. (1) Tele-
communications plant represents an
economic resource which will be used
to provide future services, the cost of
which will be allocated in a rational
and systematic manner to the future
periods in which it provides benefits. In
accounting for construction costs, the
utility shall charge to the tele-
communications plant accounts, where
applicable, all direct and indirect
costs.

(2) Direct and indirect costs shall in-
clude, but not be limited to:

(i) ‘‘Labor’’ includes the wages and
expenses of employees directly engaged
in or in direct charge of construction
work. It includes expenses directly re-
lated to an employee’s wages, such as
worker’s compensation insurance, pay-
roll taxes, benefits and other similar
items of expense.

(ii) ‘‘Engineering’’ includes the por-
tion of the wages and expenses of engi-
neers, draftsmen, inspectors, and their
direct supervision applicable to con-
struction work. It includes expenses di-
rectly related to an employee’s wages,
such as worker’s compensation insur-
ance, payroll taxes, benefits and other
similar items of expense.

(iii) ‘‘Material and supplies’’ includes
the purchase price of material used at
the point of free delivery plus the costs
of inspection, loading and transpor-
tation, and an equitable portion of pro-
visioning expense. In determining the
cost of material used, proper allowance
shall be made for unused material, for
material recovered from temporary
structures used in performing the work
involved, and for discounts allowed and
realized in the purchase of material.
This item does not include construc-
tion material that is stolen or rendered
unusable due to vandalism. Such mate-
rial should be charged to the applicable
plant specific operations expense ac-
counts.

(iv) ‘‘Transportation’’ includes the
cost of transporting employees, mate-
rial and supplies, tools and other work
equipment to and from the physical
construction location. It includes
amounts paid therefor to other compa-
nies or individuals and the cost of
using the company’s own motor vehi-
cles or other transportation equip-
ment.

(v) ‘‘Contract work’’ includes
amounts paid for work performed
under contract or other agreement by
other companies, firms or individuals;
engineering and supervision applicable
to such work; cost incident to the
award of contracts; and the inspection
of such work. The cost of construction
work performed by affiliated compa-
nies and other details relating thereto
shall be available from the work in
progress and supporting records.

(vi) ‘‘Protection’’ includes the cost of
protecting the company’s property
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from fire or other casualties and the
cost of preventing damages to others or
the property of others.

(vii) ‘‘Privileges, Permits, and Rights
of way’’ includes such costs incurred in
obtaining these privileges, permits, or
rights of way in connection with con-
struction work, such as for use of pri-
vate property, streets or highways. The
cost of such privileges and permits
shall be included in the cost of the
work for which the privileges or per-
mits are obtained, except for costs in-
cludable in Account 2111, Land, and Ac-
count 2690, Intangibles.

(viii) ‘‘Taxes’’ includes taxes properly
includable in construction costs before
the facilities are completed for service,
which taxes are assessed separately
from taxes on operating property or
under conditions that permit separate
identification of the amount charge-
able to construction.

(ix) ‘‘Special machine service’’ in-
cludes the cost of labor expended, ma-
terials and supplies consumed and
other expenses incurred in the mainte-
nance, operation and use of special and
other labor saving machines (other
than transportation equipment (such
as trenching equipment, cable plows
and pole setting trucks. Also included
are expenditures for rental, mainte-
nance and operation of such machines
owned by others. When a construction
job requires the purchase of special
machines, the cost thereof, less the ap-
praised or salvage value at the time of
release from the job, shall be included
in the cost of construction.

(x) Allowance for funds used during
construction (‘‘AFUDC’’) provides for
the cost of financing the construction
of telecommunications plant. AFUDC
shall be charged to Account 2003, Tele-
communications Plant Under Con-
struction, and credited to Account 7340.
The rate for calculating AFUDC shall
be determined as follows: If financing
plans associate a specific new bor-
rowing with an asset, the rate on that
borrowing may be used for the asset; if
no specific new borrowing is associated
with an asset or if the average accumu-
lated expenditures for the asset exceed
the amounts of specific new borrowing
associated with it, the capitalization
rate to be applied to such excess shall
be weighted average of the rates appli-

cable to other borrowing of the enter-
prise. The amount of interest cost cap-
italized in an accounting period shall
not exceed the total amount of interest
cost incurred by the company in that
period.

(xi) ‘‘Insurance’’ includes premiums
paid specifically for protection against
loss and damage in connection with the
construction of telecommunications
plant due to fire or other casualty, in-
jury to or death of employees or oth-
ers, damages to property of others, de-
falcations of employees and agents and
the non-performance of contractual ob-
ligations of others.

(xii) ‘‘Construction services’’ include
the cost of telephone, electricity,
power, construction quarters, office
space and equipment directly related
to the construction project.

(xiii) ‘‘Indirect construction costs’’
shall include indirect costs such as
general engineering, supervision and
support. Such costs, in addition to di-
rect supervision, shall include indirect
plant operations and engineering su-
pervision up to, but not including, su-
pervision by executive officers whose
pay and expenses are chargeable to Ac-
count 6711, Executive. The records sup-
porting the entries for indirect con-
struction costs shall be kept so as to
show the nature of the expenditures,
the individual jobs and accounts
charged, and the bases of the distribu-
tion. The amounts charged to each
plant account for indirect costs shall
be readily determinable. The instruc-
tions contained herein shall not be in-
terpreted as permitting the addition to
plant of amounts to cover indirect
costs based on arbitrary allocations.

(xiv) The cost of construction shall
not include any amounts classifiable as
Corporate Operations Expense.

(d) Telecommunications plant retired.
(1) Telecommunications plant accounts
shall at all times disclose the original
cost of all property in service. When
any item of property subject to plant
retirement accounting is worn out,
lost, sold, destroyed, abandoned, sur-
rendered upon lapse of title, becomes
permanently unserviceable, is with-
drawn or for any other reason is retired
from service, the plant accounts appli-
cable to that item shall be credited
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with the original cost of the plant re-
tired whether replaced or not (except
as provided for minor items in para-
graph (d)(2)(ii) of this section). Nor-
mally, these retirement credits with
respect to such plant as entire build-
ings, entire central offices, all plant
abandoned and any large sections of
plant withdrawn from service, shall be
entered in the accounts for the month
in which use of the property ceased.
For any other plant withdrawn from
service, the retirement credits shall be
entered no later than the next suc-
ceeding month. Literal compliance
with the provision for timing of entries
with respect to property amounting to
less than $50,000 retired under any one
project is not required if an unreason-
able amount of recordkeeping and esti-
mating of quantities, original costs and
salvage is necessary. The retirement
entry shall refer to the continuing
property record, or records supple-
mental thereto, from which the cost
was obtained (note also paragraph
(d)(3) of this section). Every company
shall establish procedures which will
ensure compliance with these require-
ments.

(2) To avoid undue refinement, depre-
ciable telecommunications plant shall
be accounted for as follows:

(i) Retirement units: This group in-
cludes major items of property, a rep-
resentative list of which shall be pre-
scribed by this Commission. In lieu of
the retirement units prescribed with
respect to a particular account, a com-
pany may, after obtaining specific ap-
proval by this Commission, establish
and maintain its own list of retirement
units for a portion or all of the plant in
any such account. For items included
on the retirement units list, the origi-
nal cost of any such items retired shall
be credited to the plant account and
charged to Account 3100, Accumulated
Depreciation, whether or not replaced.
The original cost of retirement units
installed in place of property retired
shall be charged to the applicable tele-
communications plant account.

(ii) Minor items: This group includes
any part or element of plant which is
not designated as a retirement unit.
The original cost of a minor item of
property when included in the specific
or average cost for a retirement unit or

units requires no separate credit to the
telecommunications plant account
when such a minor item is retired. The
cost of replacement shall be charged to
the account applicable for the cost of
repairs of the property. However, if the
replacement effects a substantial bet-
terment (the primary aim of which is
to make the property affected more
useful, of greater durability, of greater
capacity or more economical in oper-
ation), the excess cost of such a re-
placement, over the estimated cost at
the then current prices of replacement
without betterment of the minor items
being retired, shall be charged to the
applicable telecommunications plant
account.

(3) The cost of property to be retired
shall be the amount at which property
is included in the telecommunications
plant accounts. However, when it is im-
practicable to determine the cost of
each item due to the relatively large
number or small cost of such items, the
average cost of all the items covered by
an appropriate subdivision of the ac-
count shall be used in determining the
cost to be assigned to such items when
retired. The method used in deter-
mining average cost must give due re-
gard to the quantity, vintage, size and
kind of items, the area in which they
were installed and their classification
in other respects. Average cost may be
applied in retirement of such items as
poles, wire, cable, cable terminals, con-
duit and booths. Any company may use
average cost of property installed in a
year or band of years as approved by
the Commission. It should be under-
stood, however, that the use of average
costs shall not relieve the company of
the requirement for maintaining its
continuing property records to show,
where practicable, dates of installation
and removal for purposes of mortality
studies. (See § 32.2000(f) of this subpart,
Standard Practices for Establishing
and Maintaining Continuing Property
Records.)

(4) The accounting for the retirement
of property, plant and equipment shall
be as provided above except:

(i) Amounts included in Account 2005,
Telecommunications Plant Adjust-
ment; Account 2680, Amortizable Tan-
gible Assets; Account 2681, Capital
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Leases; Account 2682, Leasehold Im-
provements; Account 2690, Intangibles;
and any amounts associated with am-
ortizable leaseholds, easements, and
similar rights in land included in Ac-
count 2111, Land, shall be debited, as
appropriate, to Account 3400, 3410, 3420,
3500, or 3600, and credited to the appli-
cable accounts.

(ii) Amounts in Account 2111, Land,
and amounts for works of art recorded
in Account 2122, Furniture, shall be
treated at disposition as a gain or loss
and shall be credited or debited to Ac-
count 7150, Gains and Losses from Dis-
position of Land and Artwork, as appli-
cable. If land or artwork is retained by
the company and held for sale, the cost
shall be charged to Account 2006, Non-
operating Plant.

(5) When the telecommunications
plant is sold together with traffic asso-
ciated therewith, the original cost of
the property shall be credited to the
applicable plant accounts and the esti-
mated amounts carried with respect
thereto in the accumulated deprecia-
tion and amortization accounts shall
be charged to such accumulated ac-
counts. The difference, if any, between
the net amount of such debit and credit
items and the consideration received
(less commissions and other expenses
of making the sale) for the property
shall be included in Account 7350,
Gains and Losses from Disposition of
Certain Property. The accounting for
depreciable telecommunications plant
sold without the traffic associated
therewith shall be in accordance with
the accounting provided in § 32.3100(c)
of this subpart.

(e) Basic property records. (1) The
basic property records are that portion
of the total property accounting sys-
tem which preserves the following de-
tailed information:

(i) The identity, vintage, location
and original cost of units of property;

(ii) Original and ongoing trans-
actional data (plant account activity)
in terms of such units; and

(iii) Any other specific financial and
cost accounting information not prop-
erly warranting separate disclosure as
an account or subaccount but which is
needed to support regulatory, cost, tax,
management and other specific ac-

counting information needs and re-
quirements.

(2) The basic property records must
be: (i) Subject to internal accounting
controls, (ii) auditable, (iii) equal in
the aggregate to the total investment
reflected in the financial property con-
trol accounts as well as the total of the
cost allocations supporting the deter-
mination of cost-of-service at any par-
ticular point in time, and (iv) main-
tained throughout the life of the prop-
erty.

(3) The basic property records shall
consist of (i) continuing property
records and (ii) records supplemental
thereto which together reveal clearly,
by accounting area, the detailed and
systematically summarized informa-
tion necessary to meet fully the re-
quirements of paragraphs (e)(1) and
(e)(2) of this section.

(4) Companies shall establish and
maintain basic property records for
each class of property recorded in the
several plant accounts which comprise
the balance sheet Account 2001, Tele-
communications Plant In Service, Ac-
count 2002, Property Held for Future
Telecommunications Use, and Account
2006, Nonoperating Plant.

(5) The company shall notify the
Commission of a plan for the basic
property record as follows:

(i) Not later than June 30 of the year
following that in which it becomes sub-
ject to this system of accounts, the
company shall file with the Commis-
sion two (2) copies of a complete plan
of the method to be used in the com-
pilation of a basic property record with
respect to each class of property. The
plan shall include a list of proposed ac-
counting areas accompanied by de-
scription of the boundaries of each area
as defined in accordance with the re-
quirements of § 32.2000(f)(1) (i) and (ii)
of this subpart. The plan shall also in-
clude a list of property record units
proposed for use under each regulated
plant account. These property record
units shall be selected such that the re-
quirements of § 32.2000(f)(2) (i), (ii) and
(iii) of this subpart can be satisfied.

(ii) The company shall submit to the
Commission one copy of any major pro-
posed changes in its basic property
record plan at least 30 days before the
effective date of the proposed changes.
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(6) The company shall prepare and
maintain the basic property record as
follows:

(i) Not later than June 30 of the year
following that in which the company
becomes subject to this system of ac-
counts, begin the preparation of a basic
property record.

(ii) Complete within two years of the
prescribed beginning date, basic prop-
erty records for all property as of the
end of the preceding calendar year.

(iii) Promptly process in the basic
property records all property changes
affecting periods subsequent to initial
establishment of the basic property
record.

(7) The basic property record compo-
nents (see paragraph (c) of this section)
shall be arranged in conformity with
the regulated plant accounts prescribed
in this section of accounts as follows:

(i) The continuing property records
shall be compiled on the basis of origi-
nal cost (or other book cost consistent
with this system of accounts). The con-
tinuing property records shall be main-
tained as prescribed in § 32.2000(f)(2)(iii)
of this subpart in such manner as will
meet the following basic objectives:

(A) Provide for the verification of
property record units by physical ex-
amination.

(B) Provide for accurate accounting
for retirements.

(C) Provide data for use in connec-
tion with depreciation studies.

(ii) The records supplemental to the
continuing property records shall dis-
close such service designations, usage
measurement criteria, apportionment
factors, or other data as may be pre-
scribed by the Commission in this part
or other parts of its Rules and Regula-
tions. Such data are subject to the
same general controls and standards
for auditability and support as are all
other elements of the basic property
records.

(f) Standard practices for establishing
and maintaining continuing property
records—(1) Accounting area. (i) The
continuing property record, as related
to each primary plant account, shall be
established and maintained by sub-
accounts for each accounting area. An
accounting area is the smallest terri-
tory of the company for which account-
ing records of investment are main-

tained for all plant accounts within the
area. Areas already established for ad-
ministrative, accounting, valuation, or
other purposes may be adopted for this
purpose when appropriate. In no case
shall the boundaries of accounting
areas cross either State lines or bound-
aries prescribed by the Commission.

(ii) In determining the limit of each
area, consideration shall be given to
the quantities of property, construc-
tion conditions, operating districts,
county and township lines, taxing dis-
trict boundaries, city limits, and other
political or geographical limits, in
order that the area adopted may have
maximum adaptability, within the con-
fines of practicability, for both the
company’s purpose and those of Fed-
eral, State, and municipal authorities.

(2) Property record units. (i) In each of
the established accounting areas, the
‘‘property record units’’ which are to
be maintained in the continuing prop-
erty record shall be set forth sepa-
rately, classified by size and type with
the amount of original cost (or other
appropriate book cost) associated with
such units. When a list of property
record units has been accepted by the
Commission, they shall become the
units referred to in this statement of
standard practices. Such units shall
apply to only the regulated portion of
this system of accounts.

(ii) When it is found necessary to re-
vise this list because of the addition of
units used in providing new types of
service, or new units resulting from
improvements in technology, or be-
cause of the grouping or elimination of
units which no longer merit separate
recognition as property record units,
one copy of such changes shall be sub-
mitted to the Commission. Upon appro-
priate showing by the company, the
Commission may specifically exempt
the company from these filing require-
ments.

(iii) The continuing property record
shall reveal the description, location,
date of placement, the essential details
of construction, and the original cost
(note also § 32.2000(f)(3) of this subpart)
of the property record units. The con-
tinuing property record and other un-
derlying records of construction costs
shall be so maintained that, upon re-
tirement of one or more retirement
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units or of minor items without re-
placement when not included in the
costs of retirement units, the actual
cost or a reasonably accurate estimate
of the cost of the plant retired can be
determined.

(3) Methods of determining original cost
of property record units. The original
cost of the property record units shall
be determined by analyses of the con-
struction costs incurred as shown by
completion reports and other data, ac-
cumulated in the respective construc-
tion work orders or authorizations.
Costs shall be allocated to and associ-
ated with the property record units to
facilitate accounting for retirements.
The original cost of property record
units shall be determined by unit iden-
tification or averaging as described in
paragraphs (f)(3) (i) and (ii) of this sec-
tion.

(i) Unit identification. Cost shall be
identified and maintained by specific
location for property record units con-
tained within certain regulated plant
accounts or account groupings such as
Land, Buildings, Central Office Assets,
Motor Vehicles, Garage Work Equip-
ment, and Furniture. In addition, units
involved in any unusual or special type
of construction shall be recorded by
their specific location costs (note also
§ 32.2000(f)(3)(ii)(B) of this subpart.

(ii) Averaging. (A) Average costs may
be developed for plant consisting of a
large number of similar units such as
terminal equipment, poles, wire, cable,
cable terminals, conduit, furniture, and
work equipment. Units of similar size
and type within each specified account-
ing area and regulated plant account
may be grouped. Each such average
cost shall be set forth in the con-
tinuing property record of the units
with which it is associated.

(B) The averaging of costs permitted
under the provisions of the foregoing
paragraph is restricted to plant in-
stalled in a particular vintage or band
of years incurred within an accounting
area. This paragraph does not permit
the inclusion of the cost of units in-
volved in any unusual or special type
of construction. The units involved in
such unusual or special type of con-
struction shall be recorded at cost by
location.

(4) Estimates. In cases where the ac-
tual original cost of property cannot be
ascertained, such as pricing an inven-
tory for the initial entry of a con-
tinuing property record or the pricing
of an acquisition for which a con-
tinuing property record has not been
maintained, the original cost may be
estimated. Any estimated original cost
shall be consistent with the accounting
practices in effect at the time the prop-
erty was constructed.

(5) Identification of property record
units. There shall be shown in the con-
tinuing property record or in record
supplements thereof, a complete de-
scription of the property records units
in such detail as to identify such units.
The description shall include the iden-
tification of the work order under
which constructed, the year of installa-
tion (unless not determinable per
§ 32.2000(f)(4) of this subpart, specific lo-
cation of the property within each ac-
counting area in such manner that it
can be readily spot-checked for proof of
physical existence, the accounting
company’s number or designation, and
any other description used in connec-
tion with the determination of the
original cost. Descriptions of units of
similar size and type shall follow pre-
scribed groupings.

(6) Reinstalled units. When units to
which average costs are not applied,
i.e., specific and fixed location units,
are removed or retired and subse-
quently reinstalled, the date when the
unit was first charged to the appro-
priate plant account shall, when re-
quired for adequate service life studies
and reasonably accurate retirement ac-
counting, be shown in addition to the
date of reinstallation.

(7) Age and service life of property. The
continuing property record shall dis-
close the age of existing property and
the supporting records shall disclose
the service life of property retired. Ex-
ceptions from this requirement for any
property record unit shall be submitted
to the Commission for approval.

(8) Reference to sources of information.
There shall be shown by appropriate
reference the source of all entries. All
drawings, computations, and other de-
tailed records which support quantities
and costs or estimated costs shall be
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retained as a part of or in support of
the continuing property record.

(9) Jointly owned property. (i) With re-
spect to jointly owned property, there
shall be shown in the continuing prop-
erty record or records supplemental
thereto:

(A) The identity of all joint owners.
(B) The percentage owned by the ac-

counting company.
(ii) When regulated plant is con-

structed under arrangements for joint
ownership, the amount received by the
constructing company from the other
joint owner or owners shall be credited
as a reduction of the gross cost of the
plant in place.

(iii) When a sale of a part interest in
regulated plant is made, the fractional
interest sold shall be treated as a re-
tirement and the amount received shall
be treated as salvage. The continuing
property record or records supple-
mental thereto shall be so maintained
as to identify separately retirements of
this nature from physical retirements
of jointly owned plant.

(iv) If jointly owned regulated prop-
erty is substantial in relation to the
total of the same kind of regulated
property owned wholly by the com-
pany, such jointly owned regulated
property shall be appropriately seg-
regated in the continuing property
record.

(g) Depreciation accounting—(1) Com-
putation of depreciation rates. (i) Unless
otherwise provided by the Commission,
either through prior approval or upon
prescription by the Commission, depre-
ciation percentage rates shall be com-
puted in conformity with a group plan
of accounting for depreciation and
shall be such that the loss in service
value of the property, except for losses
excluded under the definition of depre-
ciation, may be distributed under the
straight-line method during the service
life of the property.

(ii) In the event any composite per-
centage rate becomes no longer appli-
cable, revised composite percentage
rates shall be computed in accordance
with paragraph (g)(1)(i) of this section.

(iii) The company shall keep such
records of property and property retire-
ments as will allow the determination
of the service life of property which has
been retired, or facilitate the deter-

mination of service life indications by
mortality, turnover, or other appro-
priate methods. Such records will also
allow the determination of the percent-
age of salvage value and cost of re-
moval for property retired from each
class of depreciable plant.

(2) Depreciation charges. (i) A separate
annual percentage rate for each depre-
ciation category of telecommuni-
cations plant shall be used in com-
puting depreciation charges.

(ii) Companies, upon receiving prior
approval from this Commission, or,
upon prescription by this Commission,
shall apply such depreciation rate, ex-
cept where provisions of paragraph
(g)(2)(iv) of this section apply, as will
ratably distribute on a straight line
basis the difference between the net
book cost of a class or subclass of plant
and its estimated net salvage during
the known or estimated remaining
service life of the plant.

(iii) Charges for currently accruing
depreciation shall be made monthly to
the appropriate depreciation accounts,
and corresponding credits shall be
made to the appropriate depreciation
reserve accounts. Current monthly
charges shall normally be computed by
the application of one-twelfth of the
annual depreciation rate to the month-
ly average balance of the associated
category of plant. The average month-
ly balance shall be computed using the
balance as of the first and last days of
the current month.

(iv) In certain circumstances and
upon prior approval of this Commis-
sion, monthly charges may be deter-
mined in total or in part through the
use of other methods whereby selected
plant balances or portions thereof are
ratably distributed over periods pre-
scribed by this Commission. Such cir-
cumstances could include but not be
limited to factors such as the existence
of reserve deficiencies or surpluses,
types of plant that will be completely
retired in the near future, and changes
in the accounting for plant. Where al-
ternative methods have been used in
accordance with this subparagraph,
such amounts shall be applied sepa-
rately or in combination with rates de-
termined in accordance with paragraph
(g)(2)(ii) of this section.
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(3) Acquired depreciable plant. When
acquired depreciable plant carried in
Account 1439, Deferred Charges, is dis-
tributed to the appropriate plant ac-
counts, adjusting entries shall be made
covering the depreciation charges ap-
plicable to such plant for the period
during which it was carried in Account
1439.

(4) Plant Retired for Nonrecurring
Factors not Recognized in Depreciation
Rates.

(i) A retirement will be considered as
nonrecurring (extraordinary) only if
the following criteria are met:

(A) The impending retirement was
not adequately considered in setting
past depreciation rates.

(B) The charging of the retirement
against the reserve will unduly deplete
that reserve.

(C) The retirement is unusual such
that similar retirements are not likely
to recur in the future.

(5) Upon direction or approval from
this Commission, the company shall
credit Account 3100, Accumulated De-
preciation, and charge Account 1438,
Deferred Maintenance and Retire-
ments, with the unprovided-for loss in
service value. Such amounts shall be
distributed from Account 1438 to Ac-
count 6561, Depreciation Expense—
Telecommunications Plant in Service,
or Account 6562, Depreciation Ex-
pense—Property Held for Future Tele-
communications Use, over such period
as this Commission may direct or ap-
prove.

(h) Amortization accounting. (1) Unless
otherwise provided by this Commis-
sion, either through approval, or upon
prescription by this Commission, amor-
tization shall be computed on the
straight-line method, i.e., equal annual
amounts shall be applied. The cost of
each type asset shall be amortized on
the basis the estimated life of that
asset and shall not be written off in the
accounting period in which the asset is
acquired. A reasonable estimate of the
useful life may be based on the upper
or lower limits even though a fixed ex-
istence is not determinable. However,
the period of amortization shall not ex-
ceed forty years.

(2) In the event any estimated useful
life becomes no longer applicable, a re-
vised estimated useful life shall be de-

termined in accordance with paragraph
(h)(1) of this section.

(3) Amortization charges shall be
made monthly to the appropriate am-
ortization expense accounts and cor-
responding credits shall be made to the
appropriate amortization reserve ac-
counts. Monthly charges shall be com-
puted by the application of one-twelfth
to the annual amortization amount.

(4) The company shall keep such
records as will allow the determination
of the useful life of the asset.

(i) Accounting for software. The origi-
nal cost of initial operating system
software for computers shall be classi-
fied to the same account as the associ-
ated hardware whether acquired sepa-
rately or in conjunction with the asso-
ciated hardware.

(j) Plant Accounts to be Maintained
by Class A and Class B telephone com-
panies as indicated:

Account title Class A
account

Class B
account

REGULATED PLANT

Property, plant and equipment:
Telecommunications plant in

service .................................... 1 2001 1 2001
Property held for future tele-

communications use ............... 2002 2002
Telecommunications plant under

construction—short term ......... 2003 2003
Telecommunications plant under

construction—long term .......... 2004 2004
Telecommunications plant ad-

justment .................................. 2005 2005
Nonoperating plant ..................... 2006 2006
Goodwill ...................................... 2007 2007

TELECOMMUNICATIONS PLANT IN
SERVICE (TPIS)

TPIS—General support assets:
Land and support assets ........... ................ 2110
Land ........................................... 2111 ................
Motor vehicles ............................ 2112 ................
Aircraft ........................................ 2113 ................
Tools and other work equipment 2114 ................
Buildings ..................................... 2121 ................
Furniture ..................................... 2122 ................
Office equipment ........................ 2123 ................
General purpose computers ...... 2124 ................

TPIS—Central Office assets:
Central Office—Switching .......... ................ 2210
Analog electronic switching ........ 2211 ................
Digital electronic switching ......... 2212 ................
Electro-mechanical switching ..... 2215 ................
Operator systems ....................... 2220 2220
Central Office—Transmission .... ................ 2230
Radio systems ............................ 2231 ................
Circuit equipment ....................... 2232 ................

TPIS—Information origination/termi-
nation assets:

Information origination/termi-
nation ...................................... ................ 2310

Station apparatus ....................... 2311 ................
Customer premises wiring .......... 2321 ................
Large private branch exchanges 2341 ................
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Account title Class A
account

Class B
account

Public telephone terminal equip-
ment ........................................ 2351 ................

Other terminal equipment ........... 2362 ................
TPIS—Cable and wire facilities as-

sets:
Cable and wire facilities ............. ................ 2410
Poles .......................................... 2411 ................
Aerial cable ................................ 2421 ................
Underground cable ..................... 2422 ................
Buried cable ............................... 2423 ................
Submarine cable ........................ 2424 ................
Deep Sea cable ......................... 2425 ................
Intrabuilding network cable ........ 2426 ................
Aerial wire .................................. 2431 ................
Conduit systems ......................... 2441 ................

TPIS—Amortizable assets:
Amortizable tangible assets ....... ................ 2680
Capital leases ............................. 2681 ................
Leasehold improvements ........... 2682 ................
Intangibles .................................. 2690 2690

1 Balance sheet summary account only.

[51 FR 43499, Dec. 2, 1986, as amended at 52
FR 7580, Mar. 12, 1987; 53 FR 30059, Aug. 10,
1988; 59 FR 46930, Sept. 13, 1994; 60 FR 12138,
Mar. 6, 1995; 62 FR 39451, July 23, 1997; 64 FR
50007, Sept. 15, 1999]

EFFECTIVE DATE NOTE: At 64 FR 50007,
Sept. 15, 1999, § 32.2000 was amended by re-
moving paragraph (b)(4). This section con-
tains information collection requirements
and will not become effective until approved
by the Office of Management and Budget.

§ 32.2001 Telecommunications plant in
service.

This account shall include the origi-
nal cost of the investment included in
Accounts 2110 through 2690.

§ 32.2002 Property held for future tele-
communications use.

(a) This account shall include the
original cost of property owned and
held for no longer than two years under
a definite plan for use in telecommuni-
cations service. If at the end of two
years the property is not in service, the
original cost of the property may re-
main in this account so long as the car-
rier excludes the original cost and as-
sociated depreciation from its ratebase
and ratemaking considerations and re-
port those amounts in reports filed
with the Commission pursuant to
43.21(e)(1) and 43.21(e)(2) of this chapter.

(b) Subsidiary records shall be main-
tained to show the character of the
amounts carried in this account.

[65 FR 16334, Mar. 28, 2000]

§ 32.2003 Telecommunications plant
under construction.

(a) This account shall include the
original cost of construction projects
(note also § 32.2000(c)) of this part and
the cost of software development
projects that are not yet ready for
their intended use.

(b) There may be charged directly to
the appropriate plant accounts the cost
of any construction project which is es-
timated to be completed and ready for
service within two months from the
date on which the project was begun.
There may also be charged directly to
the plant accounts the cost of any con-
struction project for which the gross
additions to plant are estimated to
amount to less than $100,000.

(c) If a construction project has been
suspended for six months or more, the
cost of the project included in this ac-
count may remain in this account so
long as the carrier excludes the origi-
nal cost and associated depreciation
from its ratebase and ratemaking con-
siderations and reports those amounts
in reports filed with the Commission
pursuant to 43.21(e)(1) and 43.21(e)(2) of
this chapter. If a project is abandoned,
the cost included in this account shall
be charged to Account 7370, Special
Charges.

(d) When any telecommunications
plant, the cost of which has been in-
cluded in this account, is completed
ready for service, the cost thereof shall
be credited to this account and charged
to the appropriate telecommunications
plant or other accounts.

[51 FR 43499, Dec. 2, 1986, as amended at 60
FR 12138, Mar. 6, 1995; 64 FR 50007, Sept. 15,
1999; 65 FR 16335, Mar. 28, 2000]

§ 32.2005 Telecommunications plant
adjustment.

(a) This account shall include
amounts determined in accordance
with § 32.2000(b) of this subpart rep-
resenting the difference between (1) the
fair market value of the telecommuni-
cations plant acquired, plus prelimi-
nary expenses incurred in connection
with the acquisition; and (2) the origi-
nal cost of such plant, governmental
franchises and similar rights acquired,
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