Disclaimer: The contents of this guidance document does not
have the force and effect of law and is not meant to bind the
public in any way. This document is intended only to provide
clarity to the public regarding existing requirements under
the law or agency policies.

UNITED STATES DEPARTMENT OF AGRICULTURE
Rural Electrification Administration
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SUBJECT: Part 32, Uniform System of Accounts, and Supplementary
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friendly format, the FCC Uniform System of Accounts (USQA) for
Tel econmruni cati on Conpanies. This bulletin is a reprint of
already codified procedures and policies found in 47 CFR part 32,
revised as of Cctober 1, 1989, and found in 7 CFR Part 1770,
Accounting System Requirenents for REA Tel ephone Borrowers,
revised as of February 1, 1990, as specified in 7 CFR 1770. 15,
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interested parties.
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u32. 7990 Nonr egul at ed net i ncone

SUBPART G - GLOSSARY

u32. 9000 G ossary of terms

SUBPART A - PREFACE
u32.1 Background.

The revised Uniform System of Accounts (USQA) is a historica
financi al accounting system which reports the results of
operational and financial events in a manner which enabl es both
managenent and regul ators to assess these results within a
speci fied accounting peri od.

The USQOA al so provides the financial community and others with
financial performance results. In order for an accounting system
to fulfill these purposes, it nust exhibit consistency and
stability in financial reporting (including the results published
for regul atory purposes).

Accordi ngly, the USOA has been designed to reflect stable,
recurring financial data based to the extent regul atory
considerations permt upon the consistency of the well
est abl i shed body of accounting theories and principles comonly
referred to as generally accepted accounting principles.

u32.2 Basis of the accounts.

(a) The financial accounts of a conpany are not used to
record, in nonetary terns, the basic transactions which occur.
Certain natural groupings of these transactions are called (in
different contexts) transaction cycles, business processes,
functions or activities. The concept, however, is the sane in
each case; i.e., the natural groupings represented what happens
wi thin the conpany on a consistent and conti nui ng basis.
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This repetitive nature of the natural groupings, over |ong
periods of time, |lends an elenent of stability to the financial
account structure.

(b) Wthin the tel econmuni cations industry conpanies, certain
recurring functions (natural groupings) do take place in the
course of providing products and services to custoners. These
accounts reflect, to the extent feasible, those functions. For
exanpl e, the primary bases of the accounts containing the
i nvestnment in tel econmunications plant are the functions
performed by the assets. |In addition, because of the anticipated
effects of future innovations, the tel ecommunications plant
accounts are intended to permt technol ogical distinctions.
Simlarly, the primary bases of plant operations, custoner
operations and corporate operations expense accounts are the
functions performed by individuals. The revenue accounts, on the
ot her hand, reflect a market perspective of natural groupings
based primarily upon the products and services purchased by
cust omers.

(c) In the course of developing the bases for this account
structure, several other alternatives were explored. It was, for
exanpl e, determ ned that because of the variety and conti nual
changi ng of various costs allocation nechani sns, the financial
accounts of a conpany should not reflect an a priori allocation
of revenues, investnents or expenses to products or services,
jurisdictions or organizational structures. (Note also u32.14
(c) and (d) of Subpart B). It was also determned that costs (in
the case of assets) should not be recorded based sol ely upon
physi cal attributes such as |ocation, description or size.

(d) Care has been taken in this account structure to avoid
confusing a function with an organi zational responsibility,
particularly as it related to the expense accounts. \Wereas in
t he past specific organizations may have perfornmed specific
functions, the future environment with its increasing
mechani zati on and other changes will result in entirely new or
restructured organi zations. Thus, any relationships drawn
bet ween organi zati ons and accounts woul d becone increasingly
meani ngl ess with the passage of tine.

(e) These accounts, then, are intended to reflect a
functional and technol ogical view of the tel ecommunications
industry. This vieww ||l provide a stable and consi st ent
foundation for the recording of financial data.

(f) The financial data contained in the accounts, together
with the detailed information contained in the underlying
financial and other subsidiary records required by this
Comm ssion, will provide the information necessary to support
separations, costs of service and nmanagenent reporting
requi renents. The basic account structure has been designed to
remai n stable as reporting requirenents change.
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u32.3 Authority.

This Uni form System of Accounts has been prepared under the
follow ng authority: Section 4 of the Communi cations Act of 1934,
as anended, 47 U.S.C. Section 154 (1984); Sections 219, 220 of
t he Communi cations Act of 1934, as anmended, 47 U.S.C.

Sections 219, 220 (1984).

u32.4 Communications Act.

Attention is directed to the follow ng extract from
Section 220 of the Communications Act of 1934, 47 U.S.C. 220
(1984):

(e) Any person who shall willfully make any false entry in
t he accounts of any book of accounts or in any record or
menor anda kept by any such carrier, or who shall willfully
destroy, mutilate, alter, or by any other means or device falsify
any such account, or nenoranda, or who shall willfully neglect or
fail to make full, true, and correct entries in such accounts,
records, or nenoranda of all facts and transacti ons appertai ni ng
to the business of the carrier, shall be deened guilty of a
m sdeneanor, and shall be subject, upon conviction, to a fine of
not | ess the $1,000 nor nore than $5,000 or inprisonnment for a
termof not |ess than one year nor nore than three years, or both
such fine and inprisonnment: Provided, that the Conm ssion may in
its discretion issue orders specifying such operating, accounting
or financial papers, records, books, blanks, or docunents which
may after a reasonable tine, be destroyed, and prescribing the
| ength of time such books, papers, or docunents shall be
preserved.

For regul ati ons governing the periods for which records are to
be retained, see Part 42, Preservation of Records of
Communi cations Common Carriers, of this chapter which relates to
preservation of records.
SUBPART B - GENERAL INSTRUCTIONS
u32.11 Classification of companies.

(a) For accounting purposes, conpanies are divided into
cl asses as foll ows:

(1) dass A Conpani es having annual revenues fromregul ated
t el ecommuni cati ons operations of $100, 000, 000 or nore.

(2) dass B. Companies having annual revenues fromregul ated
t el ecomruni cati ons operations of |less than $100, 000, 000.

(b) dass A conpanies shall keep all the accounts of this

system of accounts which are applicable to their affairs and are
desi gnated as C ass A accounts. These conpanies shall al so keep
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Basic Property Records in conpliance with the requirenents of
u32.2000(e) and (f).

(c) dass B conpanies shall keep all the accounts of this
system of accounts which are applicable to their affairs and are
desi gnated as C ass B accounts. These conpanies shall also keep
Conti nuing Property Records in conpliance with the requirenents
of 132.2000(e)(7)(A) and 032.2000 (f) of Subpart C.

(d) dass B conpanies that desire nore detail ed accounting
may adopt the accounts prescribed for Cass A conpani es upon the
subm ssion of a witten notification to the Conm ssi on.

(e) The initial classification of a conmpany shall be
determ ned by its | owest annual operating revenues for the five
i mredi ately precedi ng years. Subsequent changes in
classification shall be nmade when the annual operating revenues
show a greater or lesser classification for five consecutive
years. Conpani es becom ng subject to the jurisdiction of the
Comm ssi on and not having revenue data for the five inmediately
precedi ng years shall estimte the anmount of their annual
revenues and adopt the schene of accounts appropriate for the
anount of such estimted revenues.

u32.12 Records.

(a) The conpany's financial records shall be kept in
accordance with generally accepted accounting principles to the
extent permtted by this system of accounts.

(b) The conpany's financial records shall be kept with
sufficient particularity to show fully the facts pertaining to
all entries in these accounts. The detail records shall be filed
in such manner as to be readily accessible for exam nation by
representatives of this Conmm ssion.

(c) The Comm ssion shall require a conpany to maintain
financial and other subsidiary records in such manner t hat
specific information, of a type not warranting disclosure as an
account or subaccount, will be readily available. Wen this
occurs, or where the full information is not otherw se recorded
in the general books, the subsidiary records shall be maintained
in sufficient detail to facilitate the reporting of the required
specific information. The subsidiary records, in which the ful
details are shown, shall be sufficiently referenced to permt
ready identification and exam nation by representatives of this
Comm ssi on.

u32.13 Accounts - general.
(a) As a general rule, all accounts kept by reporting
conpani es shall conformin nunbers and titles to those prescribed

herein. However, reporting conpanies may use different numbers
for internal purposes when separate accounts (or subaccounts)
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mai ntai ned are consistent with the title and content of accounts
and subaccounts prescribed in this system

(i) For Class A reporting conpanies, accounts which are
clearly summaries of other accounts or subaccounts are to be used
for reporting purposes and are not otherwi se required to be
mai nt ai ned.

(i) A conpany may subdivide any of the accounts prescri bed.
The titles of all such subaccounts shall refer by nunber or title
to the controlling account.

(iii1) A conpany may establish tenporary or experinental
accounts provided that within 30 days of the opening of such
accounts the conpany notifies the Comm ssion of the nature and
pur pose t hereof.

(b) Exercise of the preceding options shall be allowed only
if the integrity of the prescribed accounts is not inpaired.

(c) As of the date a conpany becones subject to this system
of accounts, the conpany is authorized to make any such
subdi vi si ons, reclassifications or consolidations of existing
bal ances as are necessary to neet the requirenents of this system
of accounts.

(d) Nothing contained in this Part shall prohibit or excuse
any conpany, receiver, or operating trustee of any carrier from
subdi vi ding the accounts hereby prescribed for the purpose of:

(1) Conplying with the requirenents of the state
comm ssion(s) having jurisdiction; or

(1i) Securing the information required in the prescribed
reports to such conm ssion(s).

(e) \Where the use of subsidiary records is considered
necessary in order to secure the information required in reports
to any state conm ssion, the conpany shall incorporate the
following controls into their accounting systemw th respect to
such subsidiary records.

(1) Subsidiary records shall be reconciled to the conpany's
general | edger or books of original entry, as appropriate.

(i1) The conpany shall adequately docunent the accounting
procedures related to subsidiary records.

(ti1) The subsidiary records shall be maintained at an
adequate |l evel of detail to satisfy state regul ators.

u32.14 Regulated accounts.

(a) In the context of this Part, the regul ated accounts shal
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be interpreted to include the investnents, revenues and expenses
associated wth those tel ecommuni cati ons products and services to
which the tariff filing requirenents contained in Title Il of the
Commruni cations Act of 1934, as anended, are applied, except as
may be otherw se provided by the Comm ssion. Regul at ed

t el ecommuni cati ons products and services are thereby fully
subject to the accounting requirenents as specified in Title |

of the Communi cations Act of 1934, as anended and as detailed in
Sections O through 7 of this Part of the Comm ssion's Rul es and
Regul ati ons.

(b) In addition to those ambunts considered to be regul at ed
by the provisions of (a) above, those tel econmuni cations products
and services to which the tariff filing requirenents of the
several state jurisdictions are applied shall be accounted for as
regul ated, except where such treatnent is prescribed or otherw se
excluded fromthe requirenents pertaining to regul ated
t el ecommuni cati ons products and services by this Conmm ssion.

(c) In the application of the detailed accounting
requi renents contained in this part, when a regulated activity
i nvol ves the common or joint use of assets and resources in the
provi sion of regul ated and nonregul ated products and servi ces,
conpani es shall account for these activities wthin the accounts
prescribed in this systemfor tel ephone conpany operations.
Assets and expenses shall be subdivided in subsidiary records
anong anounts solely assignable to nonregul ated activities,
anounts solely assignable to regulated activities, and anounts
related to assets used and expenses incurred jointly or in
common, which will be allocated between regul ated and
nonregul ated activities. Conpanies shall submt reports
identifying regul ated and nonregul ated anounts in the manner and
at the times prescribed by this Conm ssion. Nonregul ated revenue
items not qualifying for incidental treatnent, as provided in
0u32.4999(i) shall be recorded in Account 5280, Nonregul ated
Oper ati ng Revenue.

(d) Oher incone itens which are incidental to the provision
of regul ated products and services shall be accounted for as
regul ated activities.

(e) Al costs and revenues related to the offering of
regul at ed products and services which result from arrangenents
for joint participation or apportionment between two or nore
t el ephone conpanies (e.g., joint operating agreenents, settlenent
agreenents, cost-pooling agreenents) shall be recorded within the
detail ed regul ated accounts. Under joint operating agreenents,
the creditor will initially charge the entire expenses to the
appropriate primary accounts. The proportion of such expenses
borne by the debtor shall be credited by the creditor and charged
by the debtor to the account initially charged. Any allowances
for return on property used will be accounted for as provided in
Account 5240, Rent Revenue.



(f) Al itens of nonregul ated revenue, investnment and expense
that are not properly includible in the detailed, regul ated
accounts prescribed in Subparts A through F of this Part, as
determ ned by paragraphs (a) through (e) of this section shall be
accounted for and included in reports to this Comm ssion as
specified in u32.23 of this subpart.

u32.15 [Reserved]
u32.16 Changes in accounting standards.

(a) The conpany's records and accounts shall be adjusted to
apply new accounting standards prescribed by the Financi al
Accounting Standards Board or successor authoritative accounting
standard-setting groups, in a manner consistent with generally
accepted accounting principles. The change in accounting
standard will automatically take effect 90 days after the conpany
informs this Comm ssion of its intention to follow the new
standard, unless the Conm ssion notifies the conpany to the
contrary. Concurrent with informng this Comm ssion of its
intent to adopt an accounting standards change, the conpany shal
also file a revenue requirenent study for the current year and a
projection for three years into the future analyzing the effects
of the accounting standards change. Furthernore, any change
subsequent |y adopted shall be disclosed in annual reports to this
Comm ssi on.

(b) The changes in accounting standards which this Comm ssion
approves will not necessarily be binding on the ratenmaking
practices of the various state conm ssion.

u32.17 Interpretation of accounts.

To the end that uniform accounting shall be maintained within
the prescribed system questions involving matters of
significance which are not clearly provided for shall be
submtted to the Chief, Common Carrier Bureau, for explanation,
interpretation, or resolution. Questions and answers thereto
with respect to this system of accounts will be maintained by the
Common Carrier Bureau.

u32.18 Waivers.

A wai ver from any provision of this system of accounts shal
be made by the Federal Communications Conm ssion upon its own
initiative or upon the subm ssion of witten request therefor
from any tel ecomruni cati ons conpany, or group of
t el ecomruni cati ons conpani es, provided that such a waiver is in
the public interest and each request for waiver expressly
denonstrates that: existing peculiarities or unusual
circunstances warrant a departure froma prescribed procedure or
techni que; a specifically defined alternative procedure or
technique will result in a substantially equival ent or nore
accurate portrayal of operating results or financial condition,
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consistent wwth the principles enbodied in the provisions of this
system of accounts, and the application of such alternative
procedure will maintain or inprove uniformty in substantive
results as anong tel ecomruni cati on conpani es.

u32.19 Address for reports and correspondence.

Reports, statenents, and correspondence submtted to the
Federal Communi cations Comm ssion in accordance with or relating
to instructions and requirenents contained herein shall be
addressed to the Common Carrier Bureau, Federal Comrunications
Comm ssi on, Washington, D.C., 20554.

u32.20 Numbering convention.

(a) The nunber "32" (appearing to the left of the first
deci mal point) indicated the part nunber.

(b) The nunbers inmmediately following to the right of the
deci mal point indicate, respectively, the Section or Account.
Al Part 32 account nunbers contain 4 digits to the right of the
deci mal point.

(c) Cross references to accounts are nmade by citing the
account nunbers to the right of the decimal point; e.g.,
Account 2232 rather than the correspondi ng conplete Part 32
ref erence nunber 032.2232.

u32.21 Sequence of accounts.

The order in which the accounts are presented in this system
of accounts is not to be considered as necessarily indicative of
the order in which they will be scheduled at all tinmes in reports
to this Conm ssion.

u32.22 Comprehensive interperiod tax allocation.

(a) Conpanies shall apply interperiod tax allocation (tax
normal i zation) to all book/tax timng differences which would be
considered material for published financial report purposes.

Furt hernore, conpanies shall also apply intraperiod tax
allocation if any itemor group of simlar itens when aggregated
woul d yield debit or credit entries which exceed or woul d exceed
5 percent of the gross deferred inconme tax expense debits or
credits during any cal endar year over the life of the timng

di fference.

Book/tax timng differences, other than those resulting from
accel erated depreciation or waiver, however, shall be phased-in
over a period of five years as directed by this Comm ssion. The
tax effects of book/tax timng differences shall be normalized
and the deferrals shall be included in the foll ow ng accounts:
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4100 Net Current Deferred Operating |Incone Taxes

4110 Net Current Deferred Nonoperating |Incone Taxes
4340 Net Noncurrent Deferred Operating | nconme Taxes
4350 Net Noncurrent Deferred Nonoperating |Inconme Taxes

In lieu of the accounting prescribed herein, any conpany shal
treat the increase/reduction in current incone taxes payable
resulting fromthe use of flow through accounting in prior years
and the phase-in years as an increase/reduction in current incone
t ax expense.

(b) Supporting docunentation shall be nmaintained so as to
separately identify the anount of deferred taxes which arise from
the use of an accel erated nethod of depreciation.

(c) Wth respect to the tax differentials that are phased-in,
conpani es shall maintain underlying entries to and the bal ance in
t he above accounts so as to show that the deferred tax anounts
are not greater than the phase-in percentage allowed by this
Comm ssi on.

(d) The records supporting the activity in the deferred
i ncone tax accounts shall be maintained in sufficient detail to
identify the nature of the specific timng differences giving
rise to both the debits and credits to the individual accounts.

(e) Any conpany that uses accel erated depreciation (or
recogni zes taxabl e incone or |osses upon the retirenent of
property) for inconme tax purposes shall normalize the tax
differentials occasioned thereby as indicated in paragraphs
(e)(1) and (e)(2) of this section.

(1) Wth respect to the retirenment of property the book/tax
di fference between:

(1) The recognition of proceeds as incone and the accrual for
sal vage val ue; and

(1i) The book and tax capital recovery, shall be normalized.

(2) Records shall be maintained so as to show the deferred
tax amounts by vintage year separately for each class or subclass
of eligible depreciable telephone plant for which an accel erated
met hod of depreciation has been used for inconme tax purposes.
When property is transferred to nonregul ated activities, the
associ ated deferred i ncone taxes and unanortized investnent tax
credits shall also be identified and transferred to the
appropriate nonregul ated accounts.

(f) The tax differentials to be normalized as indicated
herein shall also enconpass the additional effect of state and
| ocal incone tax changes on Federal incone taxes produced by the
provision for deferred state and | ocal incone taxes for book/tax
timng differences related to such incone taxes.
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(g) Conpanies that receive the tax benefits fromthe filing
of a consolidated inconme tax return by the parent conpany,
(pursuant to closing agreenents with the Internal Revenue
Service, effective January 1, 1966) representing the deferred
inconme taxes fromthe elimnation of interconpany profits for
i ncone tax purposes on sales of regul ated equi prment, may credit
such deferred taxes directly to the plant account which contains
such interconpany profit rather than crediting such deferred
taxes to the applicable accounts in paragraph (a) of this
section. If the deferred inconme taxes are recorded as a reduction
of the appropriate plant accounts, such reduction shall be
treated as reducing the original cost of the plant and accounted
for as such

u32.23 Nonregulated activities.

(a) This section describes the accounting treatnent of
activities classified for accounting purposes as "nonregul ated."
Preenptively deregul ated activities and activities (other than
incidental activities) never subject to regulation will be
classified for accounting purposes as "nonregul ated.” Activities
that qualify for incidental treatnment under the policies of this
Commi ssion will be classified for accounting purposes as
regul ated activities. Activities that have been deregul ated by a
state will be classified for accounting purposes as regul ated
activities. Activities that have been deregul ated at the
interstate | evel, but not preenptively deregulated, wll be
classified for accounting purpose as regulated activities until
such time as this Comm ssion deci des otherwi se. The treatnent of
nonregul ated activities shall differ depending on the extent of
the common or joint use of assets and resources in the provision
of both regul ated and nonregul at ed products and servi ces.

(b) When a nonregul ated activity does not involve the joint
or common use of assets and resources in the provision of both
regul at ed and nonregul ated products and services, carriers shal
account for these activities on a separate set of books
consistent with instructions set forth in 0u32.1406 and u32. 7990.
Transfer of assets and sal es of products and services between the
regul ated activity and a nonregul ated activity for which a
separate set of books is nmintained, shall be accounted for in
accordance with the rules presented in u32.27, Transactions with
Affiliates. In the separate set of books, carriers may establish
what ever detail they deem appropriate beyond what is necessary to
provide this Comm ssion with the information required in u32.1406
and u32. 7990.

(c) When a nonregul ated activity does involve the common or
joint use of assets and resources in the provision of regul ated
and nonregul at ed products and services, carriers shall account
for these activities within accounts prescribed in this system
for tel ephone conpany operations. Assets and expenses shall be
subdi vided in subsidiary records anong anounts sol ely assignable
to nonregul ated activities, anounts solely assignable to
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regul ated activities, and anounts related to assets and expenses
incurred jointly or in comon, which will be allocated between
regul ated and nonregul ated activities. Carriers shall submt
reports identifying regulated and nonregul ated anmounts in the
manner and at the tinmes prescribed by this Conmm ssion.

Nonr egul ated revenue itens not qualifying for incidental
treatment, as provided in u32.4999(i) shall be recorded in
separate subsidiary record categories of Account 5280,

Nonr egul ated Operating Revenue. Anounts assigned or allocated to
regul ated products or services shall be subject to Part 36 of
this chapter.

u32.24 Compensated absences.

(a) Conpanies shall record a liability and charge the
appropri ate expense accounts for conpensated absences (vacations,
sick leave, etc.) in the year in which these benefits are earned
by enpl oyees.

(b) Wth respect to the liability that exists for conpensated
absences which is not yet recorded on the books as of the
effective date of this Part, the liability shall be recorded in
Account 4120, O her Accrued Liabilities, with a correspondi ng
entry to Account 1439, Deferred Charges. This deferred charge
shall be anortized on a straight line basis over a period of ten
years.

(c) Records shall be nmaintained so as to show that no nore
than ten percent of the deferred charge is being anortized each
year.

u32.25 Unusual items and contingent liabilities.

Extraordinary itenms, prior period adjustnents and liabilities
shall be submtted to this Conm ssion for review before being
recorded in the conpany's books of account. The nmateriality of
corrections of errors in prior periods shall be neasured in
relation to the summary account |evel used for reporting purposes
for Class Acarriers, or inrelation to total operating revenues
or total operating expenses for Class B carriers. For Cass A
carriers, no correction in excess of one percent of the aggregate
summary account dollars or one mllion dollars, whichever is
hi gher, may be recorded in current operating accounts w thout
prior approval. For Class B carriers, no correction which
exceeds one percent of total operating revenues or one percent of
total operating expenses, depending on the nature of the item
may be recorded in current operating accounts w thout prior
approval .

u32.26 Materiality.

Conmpani es shall follow this systemof accounts in recording
all financial and statistical data irrespective of an individual
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itens materiality under GAAP, unless a waiver has been granted
under the provisions of 0u32.18 of this subpart to do otherw se.

u32.27 Transactions with affiliates.

(a) Unless otherw se approved by the Chief, Comon Carrier
Bureau, transactions with affiliates involving asset transfers
into or out of the regulated accounts shall be recorded by the
carrier in its regulated accounts as provided in paragraphs (b)
through (f) of this section.

(b) Charges for assets purchased by or transferred to the
regul ated tel ephone activity of a carrier fromaffiliates shal
be recorded in the operating accounts of the regulated activity
at the invoice price if that price is determned by a prevailing
price held out to the general public in the normal course of
business. If a prevailing price for the assets received by the
regul ated activity is not available, the charges recorded by the
regul ated activity for such assets shall be the |ower of their
cost to the originating activity and the affiliated group |ess
all applicable valuation reserves, or their fair nmarket val ue.

(c) Assets sold or transferred fromthe regul ated accounts to
affiliates shall be recorded as operating revenues, incidental
revenues on asset retirements according to the nature of the
transaction involved. |If such sales are reflected in tariffs on
file wwth a regulatory comm ssion or in a prevailing price held
out to the general public, the associated revenues shall be
recorded at the prices contained therein in the appropriate
revenue accounts. If no tariff or prevailing price is
appl i cable, the proceeds from such sal es shall be determ ned at
the higher of costs |less all applicable evaluation reserves, or
estimated fair market value of the asset.

(d) Services provided to an affiliate pursuant to a tariff,
including a tariff filed with a state conm ssion, shall be
recorded in the appropriate revenue accounts at the tariffed
rate. Services provided by an affiliate to the regul ated
activity when the sane services are al so provided by the
affiliate to unaffiliated persons or entities, shall be recorded
at the market rate. \Wen a carrier provides substantially all of
a service to or receives substantially all of a service from an
affiliate which are not also provided to unaffiliated persons or
entities, the services shall be recorded at cost which shall be
determined in a manner that conplies with the standards and
procedures of the apportionnent of joint and common costs between
t he regul ated and nonregul ated operations of the carrier entity.

(e) Inconme taxes shall be allocated anong the regul ated
activities of the carrier, its nonregul ated divi sions, and
menbers of an affiliated group. Under circunstances in which
i ncone taxes are determ ned on a consolidated basis by the
carrier and other nmenbers of the affiliated group, the incone tax
expense to be recorded by the carrier shall be the sane as woul d

50



result if determned for the carrier separately for all tine

peri ods, except that the tax effect of carry-back and carry-
forward operating |osses, investnent tax credits, or other tax
credits generated by operations of the carrier shall be recorded
by the carrier during the period in which applied in settlenent
of the taxes otherwise attributable to any nenber, or conbination
of menber, of the affiliated group.

(f) Conpanies that enploy average schedules in |lieu of actual
costs are exenpt fromthe provisions of this section. For other
organi zations, the principles set forth in this section shal
apply equally to corporations, proprietorships, partnerships and
ot her forms of business organizations.

SUBPART C - INSTRUCTIONS FOR BALANCE SHEET ACCOUNTS
0U32.101 Structure of the balance sheet accounts.
The Bal ance Sheet accounts shall be mai ntai ned as foll ows:

Account 1120, Cash and Equival ents, through Account 1500,
O her Jurisdictional Assets - Net, shall include assets other
t han regul ated-fi xed assets.

Account 2001, Tel ecommunications Plant in Service, through
Account 2007, Goodwill, shall include the regul ated-fixed assets.

Account 3100, Accunul ated Depreciation, through Account 3600,
Accumul ated Anprtization - Oher, shall include the asset and
deferred tax reserves.

Account 4010, Accounts Payabl e, through Account 4550, Retai ned
Earnings, shall include all liabilities and stockhol ders equity.

u32.102 Nonregulated investments.

Nonr egul ated i nvestnments shall include the investnent in
nonregul ated activities that are conducted through the sane | egal
entity as the tel ephone conpany operations, but do not involve
the joint or comon use of assets or resources in the provision
of both regul ated and nonregul at ed products and services. See
u32. 14 and u32. 23.
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assets to be maintained.

BALANCE SHEET ACCOUNTS

u32.103 Balance sheet accounts for other than regulated-fixed

Class A Class B
Account Title Account Account
CURRENT ASSETS
Cash and Equi val ent s:
Cash and equival ents 1120
Cash 1130
Cash - general fund 1130.1 1120. 11
Cash - construction fund trustee 1130. 2 1120. 12
Cash - transfer of funds 1130. 3 1120. 13
Speci al cash deposits 1140 1120. 21
Wor ki ng cash advances 1150
Petty cash fund 1150. 1 1120. 31
Change fund 1150. 2 1120. 32
Tenporary investnents 1160
Recei vabl es and Al | owances for Doubt f ul
Account s:
Tel ecomruni cati ons accounts receivabl e 1180 1180
Accounts receivabl e al |l owance -
t el ecomruni cati ons 1181 1181
O her accounts receivable 1190 1190
Accounts receivabl e all owance - ot her 1191 1191
Not es recei vabl e 1200 1200
Not es recei vabl e al | owance 1201 1201
I nterest and divi dends receivabl e 1210 1210
Suppl i es:
| nventories 1220 1220
Mat eri al and supplies 1220. 1 1220. 1
Property held for sale or |ease 1220. 2 1220. 2
Exenpt materials - clearing 1220. 3 1220. 3
Pr epaynent s:
Prepaynent s 1280
Prepaid rents 1290 1280. 1
Prepai d t axes 1300 1280. 2
Prepai d i nsurance 1310 1280. 3
Prepaid directory expenses 1320 1280. 4
Q her prepaynents 1330 1280. 5
O her Current Assets:
O her current assets 1350 1350
Subscriptions to capital stock 1350.1 1350.1
Subscri ptions to nenbershi ps 1350. 2 1350. 2
Subscriptions to nenbers' equity
certificates 1350. 3 1350. 3
O her current assets 1350. 4 1350. 4
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Class A Class B
Account Title Account Account

NONCURRENT ASSETS

| nvest nent s:
| nvestnents in affil

i ated conpani es 1401 1401
| nvestnments in nonaffiliated conpanies 1402 1402
| nvestnents in nonaffiliated conpanies -
Cl ass B RTB stock 1402.1 1402.1
| nvestnents in nonaffiliated conpanies -
Class B RTB stock - cr. 1402. 11 1402. 11
| nvestnents in nonaffiliated conpanies -
Cl ass C RTB stock 1402. 2 1402. 2
Q her investnents in nonaffiliated
conpani es 1402. 3 1402. 3
Nonr egul ated i nvestnments 1406 1406
Unanorti zed debt issuance expense 1407 1407
Si nki ng funds 1408 1408
O her noncurrent assets 1410 1410
Def erred Char ges:
Def erred mai ntenance and retirenents 1438 1438
Def erred charges 1439 1439
O her:
O her jurisdictional assets - net 1500 1500

032.1120 Cash and equivalents.

This account shall be used by Cass B conpanies to record
assets of the type required of Class A conpanies in Accounts 1130
t hrough 1160.

REA 1120.11 Cash - general fund.

This account shall used by O ass B conpanies. This account shal
include all unrestricted funds derived fromrevenues and ot her
sources which are on deposit in banks or other financial institutions
and avail able on demand. It shall also include funds in transit to
the depository for which custoners and agents have received credit
on their accounts. Separate subaccounts should be maintained for
each bank account in which general fund cash is deposited.

REA 1120.12 Cash - construction fund trustee.

This account shall used by O ass B conpanies. This account
shall include all |oan funds received fromREA the Rural
Tel ephone Bank, the Federal Financing Bank, the Bank for
Cooperatives, the Rural Tel ephone Finance Cooperative, and al
non-| oan funds supplied by the borrower under the ternms of the
| oan contract or otherw se required by REA. The offsetting
credit for funds received fromREA shall be to Account 4210. 20,
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REA Notes - Unadvanced, Dr.; funds received fromthe Rural

Tel ephone Bank, to Account 4210.21, Tel ephone Bank Notes -
Unadvanced, Dr.; funds received fromthe Federal Financing Bank
to Account 4210.22, Federal Financing Bank Notes - Unadvanced,
Dr; funds received fromthe Bank for Cooperatives, to

Account 4210. 23, Bank for Cooperatives Notes - Unadvanced, Dr.;
and funds received fromthe Rural Tel ephone Fi nance Cooperati ve,
to Account 4210.24, Rural Tel ephone Fi nance Cooperative Notes -
Unadvanced, Dr.

REA 1120.13 Cash - transfer of funds.

This account shall used by O ass B conpanies. This account
shall include all transfers of funds from one bank account to
another. This account shall be charged with the anount of a
check drawn for the transfer, and credited when the anount
transferred is entered into the Cash Recei pts Book.

REA 1120.21 Special cash deposits.

This account shall used by O ass B conpanies. This account
shall include all cash on special deposit, other than in sinking
and ot her special funds provided for el sewhere, to pay
di vidends, interest, and other debts, when such paynents are due
one year or less fromthe date of deposit; the anmount of cash
deposited to insure the performance of contracts to be perforned
wi thin one year fromthe date of the deposit; and other cash
deposits of a special nature not provided for el sewhere. This
account shall include the anobunt of cash deposited with trustees
to be held until nortgaged property sold, destroyed, or
ot herwi se di sposed of is replaced, and al so cash realized from
the sale of the conpany's securities and deposited with trustees
to be held until invested in physical property of the conpany or
for disbursement when the purposes for which the securities were
sol d are acconpli shed.

REA 1120.31 Petty cash fund.

Thi s account shall used by O ass B conpanies. This account
shal |l include funds in the custody of enployees or agents for
maki ng m nor di sbursenents. The fund shall be operated on an
i nprest basis. Expenditures shall be supported by receipts, and
rei nbursenents to the fund shall be for the exact anobunt of such
expenditures and shall be charged to the various accounts to
whi ch the expenditures are allocable. At all tines, the total
of the cash on hand and the unrei nbursed expenditures shal
equal the anount of the fund.

REA 1120.32 Change fund.

This account shall used by O ass B conpanies. This account
shall include funds in the custody of enployees or agents for
maki ng change. Records shall be kept of the amount held by each
person. D sbursenents shall not be nmade fromthe fund.



032.1130 Cash.

(a) This account shall include the anobunt of current funds
avai l abl e for use on demand in the hands of financial officers
and agents, deposited in banks or other financial institutions
and also funds in transit for which agents have received credit.

(b) Working cash advances shall be included in Account 1150,
Wor ki ng Cash Advances.

REA 1130.1 Cash - general fund.

This account shall include all unrestricted funds derived from
revenues and ot her sources which are on deposit in banks or other
financial institutions and avail able on denmand. It shall also

include funds in transit to the depository for which custoners and
agents have received credit on their accounts. Separate subaccounts
shoul d be maintained for each bank account in which general fund cash
i s deposited.

REA 1130.2 Cash - construction fund trustee.

This account shall include all |oan funds received from REA,
the Rural Tel ephone Bank, the Federal Financing Bank, the Bank
for Cooperatives, the Rural Tel ephone Fi nance Cooperative, and
all non-loan funds supplied by the borrower under the terns of
the | oan contract or otherwi se required by REA. The offsetting
credit for funds received from REA shall be to Account 4210. 20,
REA Notes - Unadvanced, Dr.; funds received fromthe Rural
Tel ephone Bank, to Account 4210.21, Tel ephone Bank Notes -
Unadvanced, Dr.; funds received fromthe Federal Financing Bank
to Account 4210.22, Federal Financing Bank Notes - Unadvanced,
Dr; funds received fromthe Bank for Cooperatives, to
Account 4210. 23, Bank for Cooperatives Notes - Unadvanced, Dr.;
and funds received fromthe Rural Tel ephone Fi nance Cooperati ve,
to Account 4210.24, Rural Tel ephone Fi nance Cooperative Notes -
Unadvanced, Dr.

REA 1130.3 Cash - transfer of funds.

This account shall include all transfers of funds from one
bank account to another. This account shall be charged with the
anmount of a check drawn for the transfer, and credited when the
anount transferred is entered into the Cash Recei pts Book.

u32.1140 Special cash deposits.

(a) This account shall include the anobunt of cash on speci al
deposit, other than in sinking and ot her special funds provided
for el sewhere, to pay dividends, interest, and other debts, when
such paynents are due one year or less fromthe date of deposit;
t he amount of cash deposited to insure the performance of
contracts to be perfornmed within one year fromdate of the
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deposit; and other cash deposits of a special nature not provided
for el sewhere. This account shall include the anmount of cash
deposited with trustees to be held until nortgaged property sold,
destroyed, or otherw se disposed of is replaced, and al so cash
realized fromthe sale of the conpany's securities and deposited
wWth trustees to be held until invested in physical property of

t he conpany or for disbursenment when the purpose for which the
securities were sold are acconplished.

(b) Cash on deposit in special accounts where the funds are
avai l able for the current requirenents of the conpany shall be
i ncluded in Account 1130, Cash.

(c) Cash on special deposit to be held for nore than one year
fromthe date of deposit shall be included in Account 1410, O her
Noncurrent Assets.

u32.1150 Working cash advances.

Thi s account shall include the anobunt of cash advances to
of ficers, agents, enployees, and others as petty cash or working
funds from which expenditures are to be made and accounted for.

REA 1150.1 Petty cash fund.

This account shall include funds in the custody of enployees
or agents for making m nor disbursenents. The fund shall be
operated on an inprest basis. Expenditures shall be supported
by receipts, and reinbursenents to the fund shall be for the
exact amount of such expenditures and shall be charged to the
various accounts to which the expenditures are allocable. At
all times, the total of the cash on hand and the unrei nbursed
expenditures shall equal the anmpbunt of the fund.

REA 1150.2 Change fund.

This account shall include funds in the custody of enployees
or agents for making change. Records shall be kept of the
anount hel d by each person. Disbursenents shall not be made
fromthe fund.

u32.1160 Temporary investments.

(a) This account shall include the cost of current securities
acquired for the purpose of tenporarily investing cash, such as
tinme drafts receivable and tine | oans, bankers' acceptances,
United States Treasury certificates, marketable securities, and
other simlar investnents of a tenporary character.

(b) Accumul ated changes in the net unrealized | osses of
current marketable equity securities shall be included in the
determ nation of net incone in the period in which they occur in
Account 7360, O her Nonoperating |ncone.



(c) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned
herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.

0U32.1180 Telecommunications accounts receivable.

(a) This account shall include all anpbunts due from custoners
for services rendered or billed and fromagents and coll ectors
aut horized to nake collections fromcustoners. This account
shall also include all anounts due from custoners or agents for
products sold. This account shall be kept in such manner as wl|
enabl e the conpany to nmake the foll ow ng anal ysis:

(i) Amounts due from custonmers who are receiving tel ecomuni -
cations service.

(ii) Amunts due from custoners who are not receiving service
and whose accounts are in process of collection.

(b) Collections in excess of anbunts charged to this account
may be credited to and carried in this account until applied
agai nst charges for services rendered or until refunded.

(c) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned
herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rul es and Regul ati ons.

0U32.1181 Accounts receivable allowance - telecommunications.

(a) This account shall be credited with anounts charged to
Account 5301, Uncollectible Revenue - Tel econmunications, to
provi de for uncollectible anpbunts included in Account 1180,

Tel ecommuni cati ons Accounts Receivable. There shall also be
credited to this account anobunts coll ected which previously had
been witten off through charges to this account and credits to
Account 1180. There shall be charged to this account any anmounts
covered thereby which have been found to be inpracticabl e of

col | ecti on.

(b) If no such allowance is maintained, uncollectible anmunts
shal |l be charged directly to Account 5301, Uncollectible
Revenue - Tel ecomruni cati ons.

(c) Subsidiary records categories shall be maintained in
order that the entity nmay separately report the anounts contai ned
herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.



0U32.1190 Other accounts receivable.

(a) This account shall include all amounts currently due, and
not provided for in other accounts, such as those for traffic
settlenments, divisions of revenue, material and supplies, matured
rents, and interest receivable under nonthly settlenents on
short-term | oans, advances, and open accounts.

(b) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned
herein, that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rul es and Regul ati ons.

(c) Amounts included in this account pertaining to affiliates
shall not include anmobunts receivable from sal es of tel ecomuni ca-
tions service provided at tariffed rates. Such anmounts shall be
i ncluded in Account 1180, Tel econmuni cations Accounts Recei vabl e.

(d) If any itens included in this account are not to be paid
currently they shall be transferred to Account 1410, O her
Noncurrent Assets, or 1401, Investnents in Affiliated Conpanies,
as appropri ate.

0U32.1191 Accounts receivable allowance - other.

(a) This account shall be credited with amounts charged to
Account 5302, Uncollectible Revenue - Qther, to provide for
uncol | ecti bl e amounts included in Account 1190, O her Accounts
Recei vabl e. There shall also be credited to this account anmounts
col | ected which previously had been witten off through charges
to this account and credits to Account 1190. There shall be
charged to this account any anounts covered thereby which have
been found to be inpracticable of collection.

(b) If no such allowance is maintained uncollectible anpunts
shal |l be charged directly to Account 5302, Uncollectible
Revenue - O her.

(c) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned
herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.

0U32.1200 Notes receivable.

(a) This account shall include the cost of denmand or tinme
notes, bills and drafts receivable, or other sim/lar evidences
(except interest coupons) of noney receivable on demand or within
a tinme not exceeding one year fromdate of issue.

(b) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned



herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.

0U32.1201 Notes receivable allowance.

(a) This account shall be credited with amounts charged to
Account 6790, Provision for Uncollectible Notes Receivable, to
provi de for uncollectible anpbunts included in Account 1200, Notes
Recei vable. There shall also be credited to this account anmounts
col | ected which previously had been witten off through charges
to this account and credit to Account 1200. There shall be
charged to this account any anounts covered thereby which have
been found to be inpracticable of collection.

(b) If no such allowance is maintained, uncollectible anmunts
shal |l be charged directly to Account 6790, Provision for
Uncol | ecti bl e Notes Recei vabl e.

(c) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contained
herein that relate to affiliates and nonaffiliates. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.

0U32.1210 Interest and dividends receivable.

(a) This account shall include the anobunt of interest accrued
to the date of the bal ance sheet on bonds, notes, and ot her
commerci al paper owned, on | oans nmade, and the anmount of
di vi dends recei vabl e on stocks owned.

(b) This account shall not include dividends or other returns
on securities issued or assuned by the conpany and held by or for
it, whether pledged as collateral, or held inits treasury, in
speci al deposits, or in sinking and ot her funds.

(c) Interest receivable under nonthly settlenents on short-
term | oans, advances, and open accounts, shall be included in
Account 1180, Tel ecommuni cati ons Accounts Receivable, or
Account 1190, O her Accounts Receivable, as appropriate

(d) Dividends received and receivable fromaffiliated
conpani es accounted for on the equity nethod shall be included in
Account 1401, Investnents in Affiliated Conpanies, as a reduction
of the carrying value of the investnent.

u32.1220 Inventories.

(a) This account shall include the cost of materials and
supplies held in stock and inventories of goods held for resale
or lease. The investnent in inventories shall be maintained in
the foll ow ng subaccounts:



1220.1 Material and supplies
1220.2 Property held for sale or |ease

(b) These subaccounts shall not include itenms which are
related to a nonregul ated activity unless that activity invol ved
joint or conmopn use of assets and resources in the provision of
regul at ed and nonregul ated products and servi ces.

(c) 1220.1, WMaterial and Supplies. This subaccount shal
i nclude cost of material and supplies held in stock including
pl ant supplies, notor vehicles supplies, tools, fuel, other
supplies and material and articles of the conpany in process of
manuf acture for supply stock. (Note also u32.2000(c)(2)(iii) of
this subpart.)

(d) Transportation charges and sal es and use taxes, so far as
practicable, shall be included as a part of the cost of the
particular material to which they relate. Transportation and
sal es and use taxes which are not included as part of the cost of
particular material shall be equitably apportioned anong the
detail accounts to which material is charged.

(e) So far as practicable, cash and other discount on
materi al shall be deducted in determ ning cost of the particular
material to which they relate or credited to the account to which
the material is charged.

When such deduction is not practicable, discounts shall be
equi tably apportioned anong the detail accounts to which materi al
i s charged.

(f) WMaterial recovered in connection with construction,
mai nt enance or retirenment of property shall be charged to this
account as foll ows:

(1) Reusable itens that, when installed or in service, were
retirement units shall be included in this account at the
original cost, estimated if not known. (Note also u32.2000(d)(3)
of this subpart.)

(2) Reusable mnor itens that, when installed or in service,
were not retirenents units shall be included in this account at
current prices new.

(3) The cost of repairing reusable material shall be charged
to the appropriate account in the Plant Specific Operations
Expense account.

(4) Scrap and nonusable material included in this account
shall be carried at the estinmated anount which will be received
therefor. The difference between the anmounts realized for scrap
and nonusable material sold and the anbunts at which it is
carried in this account, so far as practicable, shall be adjusted



in the accounts credited when the material was taken up in this
account .

(g) Interest paid on material bills, the paynents of which
are del ayed, shall be charged to Account 7540, O her Interest
Deducti ons.

(h) Inventories of material and supplies shall be taken
during each cal endar year and the adjustnents to this account
shall be charged or credited to Account 6512, Provisioning
Expense.

(1) 1220.2, Property Held for Sale or Lease. This subaccount
shal |l include the cost of all itens purchased for resale or
| ease. The cost shall include applicable transportati on charges,
sal es and use taxes, and cash and ot her purchase di scounts.
| nventory shortage and overage shall be charged and credited,
respectively, to Account 5820, Nonregul ated Operating Revenue.

REA 1220.3 Exempt materials - clearing.

(a) This account shall include the cost of materials and
suppl i es designated as exenpt material on the carrier's "Exenpt
Material List". Charges to this account shall be cleared

monthly to the primary plant and mai nt enance accounts in
accordance w th percentages devel oped by the individual
carriers.

(b) When there is a substantial anount of exenpt material on
hand at the end of the year, substantial enough to distort net
income or margins, a physical inventory may be taken. The cost
of the inventory on hand shall be debited to this account and
credited to the appropriate primary plant and mai nt enance
accounts on a pro-rata basis related to the original charges to
t hese accounts. This entry shall be reversed at the first of
t he year.

u32.1280 Prepayments.

Thi s account shall be used by C ass B conpanies to record
assets of the type required of Class A Conpanies in Accounts 1290
t hrough 1330.

REA 1280.1 Prepaid rents.

This account shall used by O ass B conpanies. This account
shal | include the anobunt of rents paid in advance of the period
in which it is chargeable to income, except anmounts chargeabl e
to tel ecommuni cations plant under construction and m nor anounts
whi ch may be charged directly to the final accounts. As the
termexpires for which the rents are paid, this account shall be
credited nonthly and the appropriate account charged.



REA 1280.2 Prepaild taxes.

This account shall used by O ass B conpanies. This account
shal | include the balance of all taxes paid in advance of the
period in which they are chargeable to i ncone, except anmounts
chargeabl e to tel ecomuni cations plant under construction and
m nor anounts which may be charged directly to the fina
accounts. As the termexpires for which the taxes are paid,
this account shall be credited nonthly and the appropriate
account char ged.

REA 1280.3 Prepaid Insurance.

This account shall used by O ass B conpanies. This account
shal | include the anobunt of insurance premuns paid in advance
of the period in which they are chargeable to incone, except
prem uns chargeable to tel ecomruni cations plant under
construction and m nor anmounts which may be charged directly to
the final accounts. As the termexpires for which the prem uns
are paid, this account shall be credited nonthly and the
appropriate account charged.

REA 1280.4 Prepaid directory expenses.

This account shall used by O ass B conpanies. This account
shal |l include the cost of preparing, printing, binding, and
delivering directories and the cost of soliciting advertisenents
for directories, except mnor anmounts which may be charged
directly to Account 6620, Services. Anounts in this account,
shall be cleared to Account 6620 by nonthly charges representing
that portion of the expenses applicable to each nonth.

REA 1280.5 Other prepayments.

This account shall used by O ass B conpanies. This account
shal | include prepaynents, other than those includable in
Accounts 1280.1 through 1280.4 except m nor anounts which may be
charged directly to the final accounts. As the termexpires for
whi ch the paynents apply, this account shall be credited nonthly
and the appropriate account charged.

u32.1290 Prepaid rents.

Thi s account shall include the anbunts of rents paid in
advance of the period in which they are chargeable to incone,
except anounts chargeable to tel ecomuni cations plants under
construction and m nor anmounts which may be charged directly to
the final accounts. As the termexpires for which the rents are
paid, this account shall be credited nonthly and the appropriate
account char ged.



u32.1300 Prepaid taxes.

Thi s account shall include the balance of all taxes, other
t han anounts chargeable to tel ecomuni cation plant under
construction and m nor anmounts which may be charged to the fina
accounts, paid in advance and which are chargeable to i ncone
within one year. As the termexpires for which the taxes are
paid, this account shall be credited nonthly and the appropriate
account char ged.

u32.1310 Prepaid insurance.

This account shall include the anbunt of insurance prem uns
paid in advance of the period in which they are chargeable to
i ncome, except prem unms chargeable to tel econmuni cations pl ant
under construction and m nor anount which may be charged directly
to the final accounts. As the termexpires for which the
prem uns are paid, this account shall be credited nmonthly and the
appropriate account charged.

032.1320 Prepaid directory expenses.

Thi s account shall include the cost of preparing, printing,
bi ndi ng, and delivering directories and the cost of soliciting
advertisenents for directories, except m nor anounts which may be
charged directly to Account 6622, Nunmber Services. Anounts in
this account shall be cleared to Account 6622 by nonthly charges
representing that portion of the expenses applicable to each
nmont h.

0u32.1330 Other prepayments.

Thi s account shall include prepaynents, other than those
i ncl udabl e in Accounts 1290 t hrough 1320, except m nor anounts
whi ch may be charged directly to the final accounts. As the term
expires for which the paynents apply, this account shall be
credited nonthly and the appropriate account charged.

0U32.1350 Other current assets.

Thi s account shall include the anount of all current assets
whi ch are not includable in Accounts 1120 through 1330.

REA 1350.1 Subscriptions to capital stock.

(a) This account shall include the balance due from
subscri bers upon legally enforceabl e subscriptions to capital
st ock.

(b) The purchase price of subscriptions shall be charged to
this account at the time the subscription is received. The par
val ue of the stock subscribed shall be credited to



Account 4540. 11, Capital Stock Subscribed, and the difference
bet ween the purchase price and the par value shall be credited
to Account 4520, Additional Paid-In Capital.

REA 1350.2 Subscriptions to memberships.

(a) This account shall include the balance due on
menber shi ps subscri bed. The face anmount of nenberships
subscri bed shall be charged to this account at the tinme the
subscription is received. The offsetting credit shall be to
Account 4540. 12, Menbershi ps Subscri bed but Uni ssued.

(b) A subscription |Iedger shall be maintained to record for
each subscriber, the anobunt subscribed, paynents nade, and the
bal ance due. The balance in this account shall be reconciled
monthly with the subscription | edger

REA 1350.3 Subscriptions to members® equity certificates.

(a) This account shall include the bal ance due on nenber's
equity certificates subscribed. The face anobunt of certificates
subscri bed shall be charged to this account at the tinme the
subscription is received. The offsetting credit shall be to
Account 4540. 13, Menbers' Equity Certificates Subscribed but
Uni ssued, or to Account 4270.1, Menbers' Redeenmable Equity
Certificates Subscribed but Unissued.

(b) A subscription |Iedger shall be maintained to record for
each subscriber, the anmount subscribed, paynents nmade, and the
bal ance due. The balance in this account shall be reconciled
monthly with the subscription | edger. The subscription |edger
shall be maintained in such a manner as to separately identify
redeemabl e and nonr edeenmabl e certificates.

REA 1350.4 Other current assets.

Thi s account shall include the anount of all current assets
whi ch are not includable in Accounts 1120 through 1350. 3.

u32.1401 Investments in affiliated companies.

(a) This account shall include the acquisition cost of the
conpany's investnent in equity or other securities issued or
assuned by affiliated conpanies, other than securities held in
speci al funds which shall be charged to Account 1408, Sinking
Funds. The carrying value of the investnent (securities)
accounted for on the equity nethod shall be adjusted to recognize
the conpany's share of the earnings or |osses and divi dends
received or receivable of the affiliated conpany fromthe date of
acquisition. (Note also Account 1210, Interest and D vi dends
Recei vabl e, and Account 7310, D vidend Incone.)

(b) Declines in value of investnments accounted for under the
cost nethod shall be charged to Account 4540, O her Capital, if



tenporary and as a current period loss if permanent. Detai
records shall be maintained to reflect unrealized | osses for each
i nvest nent .

(c) A subsidiary record shall be kept identifying separately
comon stocks, preferred stocks, advances to affiliates, and
| ong-termdebt. Further, the conpany's records shall identify
the securities pledged as collateral for any of the conpany's
| ong-term debt or short-term | oans or to secure performance of
contracts.

(d) This account shall also include advances represented by
book accounts only with respect to which it is carried or
intended that they shall be either settled by issuance of capital
stock or debt; or shall not be subject to current cost
settl enent.

(e) Amounts due fromaffiliated conpani es which are subject
to current settlement shall be included in Account 1180,
Tel ecommuni cati ons Account Recei vabl e; Account 1190, O her
Accounts Recei vabl e; or Account 1200, Notes Receivabl e, as
appropri ate.

(f) Subsidiary record categories shall be maintained in order
that the entity may separately report the anobunts contai ned
herein that relate to the equity method and the cost nethod.

Such subsidiary record categories shall be reported as required
by Part 43 of this Comm ssion's Rules and Regul ati ons.

u32.1402 Investments in nonaffiliated companies.

(a) This account shall include the acquisition cost of the
Conpany's investnent in securities issued or assuned by
nonaffiliated conpanies and individuals, other than securities
hel d in special funds which shall be charged to Account 1408,

Si nki ng Funds, and also its investnent advances to such parties
and speci al deposits of cash for nore than one year from date of
deposit.

(b) Declines in value of investnment shall be charged to
Account 4540, O her Capital, if tenporary and as a current period
loss if permanent. Detail records shall be maintained to reflect
unrealized | osses for each investnent.

(c) This account shall also include advances represented by
book accounts only with respect to which it is agreed or intended
that they shall be either settled by issuance of capital stock or
debt; or shall not be subject to current cost settlenent.

(d) A subsidiary record shall be kept identifying separately
common stocks, preferred stocks, |ong-termdebt, investnent
advances and speci al deposits of cash for nore than one year from
the date of deposit. Further, the conpany's record shal
identify the securities pledged as collateral for any of the



conpany's |long-term debt or short-term debt or short-term| oans
or to secure performance of contracts.

(e) Amounts due fromnonaffiliated conpani es which are
subject to current settlenent shall be included in Account 1180,
Tel ecommuni cati ons Accounts Recei vabl e; Account 1190, O her
Accounts Recei vabl e; or Account 1200, Notes Receivabl e, as
appropri ate.

REA 1402.1 Investments in nonaffiliated companies - Class B RTB
stock.

(a) This account shall include the par value of the required
purchase of Cl ass B Rural Tel ephone Bank stock and the par val ue
of the Cass B Rural Tel ephone Bank stock received as a
patronage refund. This account shall be debited at the tine the
refund is received and Account 1402. 11, Investnents in
Nonaffiliated Conpanies - Class B RTB Stock - Cr., credited.

(b) This account shall be credited and Account 1402.11
debi t ed when the patronage refund is redeened.

REA 1402.11 Investments in nonaffiliated companies - Class B
RTB stock - cr.

(a) This account shall include the par value of Class B
Rural Tel ephone Bank stock received as a patronage refund. This
account shall be credited at the tine the refund is received and
Account 1402.1, Investnents in Nonaffiliated Conpanies - Class B
RTB St ock, debited.

(b) This account shall be debited and Account 1402.1
credited when the patronage refund i s redeened.

REA 1402.2 Investments in nonaffiliated companies - Class C RTB
stock.

This account shall include the par value of the conpany's
investnment in Cass C Rural Tel ephone Bank stock. Cash
di vidends on O ass C stock shall be recorded in
Account 7310/ 7300.1, Dividend | ncome, when decl ared.

REA 1402.3 Other investments in nonaffiliated companies.

(a) This account shall include the acquisition cost of the
conpany's investnent in securities issued by nonaffiliated
conpani es, other than securities held in special funds which
shal |l be charged to Account 1408, Sinking Funds, and also its
i nvest ment advances to such parties and special deposits of cash
for nore than one year fromthe date of deposit.

(b) Declines in value of investnents shall be charged to
Account 4540.41, Ocher Capital, if tenporary and as a current



period loss if permanent. Detailed records shall be maintained
to reflect unrealized | osses for each investnent.

u32.1406 Nonregulated investments.

(a) This account shall include the carrier's investnent in
nonregul ated activities accounted for in a separate set of books
as provided in u32.23(b).

(b) This account shall be subdivided as foll ows:

1406. 1 Permanent i nvestnent
1406. 2 Recei vabl e/ payabl e
1406.3 Current net incone or | oss

u32.1407 Unamortized debt issuance expense.

(a) This account shall include the total unanortized bal ance
of debt issuance expense for all classes of outstanding |ong-term
debt. Anmounts included in this account shall be anortized
mont hly and charged to Account 7530, Anortization of Debt
| ssuance Expense.

(b) Debt Issuance expense includes all expenses in connection
with the issuance and sal e of evidence of debt, such as fees for
drafting nortgages and trust deeds; fees and taxes for issuing or
recordi ng evidences of debt; costs of engraving and printing
bonds, certificates of indebtedness, and ot her commrercial paper;
fees paid trustees; specific costs of obtaining governnental
authority; fees for legal services; fees and conm ssions paid
underwriters, brokers, and sal esnen; fees and expenses of listing
on exchanges, and other |ike costs.

(c) A subsidiary record shall be kept of each issue
out st andi ng.

u32.1408 Sinking funds.

(a) This account shall include the anobunt of cash and ot her
assets which are held by trustees or by the conpany's treasurer
in a distinct fund, for the purpose of redeem ng outstanding
obl i gati ons.

(b) Interest or other inconme arising fromfunds carried in
this account shall generally be charged to this account.

(c) A subsidiary record shall be kept for each sinking fund
whi ch shall designate the obligation in support of which the fund
was creat ed.
u32.1410 Other noncurrent assets.

Thi s account shall include the anbunt of all noncurrent assets
whi ch are not includable in Accounts 1401 through 1408.



U32.1438 Deferred maintenance and retirements.

(a) This account shall include such itens as the unprovi ded-
for loss in service value of telecommunications plant for
extraordinary non-recurring retirenent not considered in
depreci ation and the cost of extensive replacenents of plant
normal Iy chargeable to the current period Plant Specific
Oper ati ons Expense accounts.

(b) Charges provided for in paragraph (a) above shall be
included in this account only upon direction or approval from
this Comm ssion. However, the conpany's application to this
Comm ssion for such approval shall give full particulars
concerning the property retired, the extensive replacenents, the
anounts chargeable to operating expenses and the period over
which in its judgenent the anount of such charges should be
di stri but ed.

u32.1439 Deferred charges.

(a) This account shall include all deferred charges not
provided for in Accounts 1438, Deferred M ntenance and
Retirements, and 1500, O her Jurisdictional Assets - Net. Such
charges include unaudited anounts and ot her debit bal ances in
suspense that cannot be cleared and di sposed of until additional
information is received; the amount, pending determ nation of
| oss, of funds on deposit with banks which have fail ed; revenue,
expense, and incone itens held in suspense; anounts paid for
options pending final disposition.

(b) This account shall include the cost of prelimnary
surveys, plans, investigation, etc., nmade for construction
projects under contenplation. |[If the projects are carried out,
the prelimnary costs shall be included in the cost of the plant
constructed. |If the projects are abandoned, the prelimnary
costs shall be charged to Account 7370, Special Charges.

(c) This account shall include also the cost of valuations,

i nventories, and appraisals taken in connection with the
acquisition or sale of property. |If the property is subsequently

acquired, the prelimnary costs shall be accounted for as a part
of the cost of acquisition, or if it is sold, such costs shall be
deducted fromthe sale price in accounting for the property sold.
| f purchases or sales are abandoned, the prelimnary costs

i ncluded herein (including options paid, if any) shall be charged
to Account 7370.

u32.1500 Other jurisdictional assets - net.

This account shall include the cumul ative inpact on assets of
jurisdictional ratemaking practices which vary fromthose of this
Commi ssion. All entries recorded in this account shall be
recorded net of any applicable income tax effects and shall be



supported by subsidiary records where necessary as provided for
in u32.13(e) of Subpart B.

u32.2000 Instructions for telecommunications plant accounts.
(a) Purpose of tel ecommunications plant accounts.

(1) The telecomunications plant accounts (2001 to 2007
i nclusive) are designed to show the investnent in the conpany's
tangi bl e and i ntangi bl e tel econmuni cati ons plant which ordinarily
has a service life of nore than one year, including such plant
whet her used by the conpany or others in providing
t el ecommuni cati ons servi ce.

(2) The tel ecommunications plant accounts shall not include
the cost or other value of tel ecomrunications plant contri buted
to the conpany. Contributions in the formof noney or its
equi val ent toward the construction of telecomunications plant
shall be credited to the accounts charged with the cost of such
construction. Ampunts of non-recurring reinbursenents based on
the cost of plant or equi pnent furnished in rendering service to
a customer shall be credited to the accounts charged with the
cost of the plant or equipnent. Anounts received for
construction which are ultimately to be repaid wholly or in part,
shall be credited to Account 4360, O her Deferred Credits; when
final determ nation has been nmade as to the amobunt to be returned
any unrefunded anounts shall be credited to the accounts charged
with the cost of such construction. Anounts received for the
construction of plant, the ownership of which rests with or wll
revert to others, shall be credited to the accounts charged with
the cost of such construction. (Note also Account 7110, I|ncone
from Cust om Work.)

(3) When tel ecommunications plant ordinarily having a service
life of nore than one year is installed for tenporary use in
provi di ng tel ecommuni cations service, it shall be accounted for
in the sane manner as plant having a service life of nore than
one year. This includes tenporary installations of plant (such
as poles, wire and cable) installed to maintain service during
the progress of highway reconstruction or during interruptions
due to stornms or other casualties, equipnment used for training of
operators, equi pnent used to provide intercepting positions in
central offices to handle traffic for a short period foll ow ng
extensi ve system changes and simlar installations of property
used to provide tel econmuni cations servi ce.

(4) The cost of individual itens of equipnent, classifiable
to Accounts 2112, Modtor Vehicles; 2113, Aircraft; 2114, Speci al
Pur pose Vehicles; 2115, Garage Work Equi pment; 2116, O her Work
Equi prent; 2122, Furniture; 2123, Ofice Equi prent; and 2124,
General Purpose Conputers, costing $500 or less or having a life
| ess than one year shall be charged to the applicable Plant
Specific Operations Expense accounts. |f the aggregate
investnment in the itens is relatively large at the tinme of



acqui sition, such ampbunts shall be maintained in an applicable
mat eri als and supplies account until the itens are used.

Note: An 11/21/89 Order on Reconsideration (FCC 89-298)
provided relief fromthe requirenent to keep Continuing Property
Record requirenents in effect for itens costing between $200 and
$500 that had been capitalized prior to the change in expense
[imt.

(b) Tel econmmuni cati ons plant acquired.

(1) Property, plant and equi pnment acquired froman entity,
whet her or not affiliated with the accounting conpany, shall be
accounted for at original costs, except that property, plant and
equi pnent acquired froma nonaffiliated entity shall be accounted
for at acquisition cost if the purchase price is |l ess than
$100, 000 for C ass A conpani es or $25,000 for O ass B conpanies.

(2) The accounting property plant and equi pnment to be
recorded at original cost shall be as foll ows:

(i) The anobunt of noney paid (or current noney val ue of any
consi deration other than noney exchanged) for the property
(together with prelimnary expenses incurred in connection with
the acquisition) shall be charged to Account 1439, Deferred
Char ges.

(i) The original cost, estimated if not known, of
t el ecommuni cati ons plant, governnental franchises and ot her
simlar rights acquired shall be charged to the applicable
t el ecommuni cati ons plant accounts, teleconmunications plant under
construction, and property held for future tel econmuni cations
use, as appropriate, and credited to Account 1439. Wen the
actual original cost cannot be determ ned and estimtes are used,
t he conpany shall be prepared to furnish the Conm ssion with the
particul ars of such estinates.

(ti1) Depreciation and anortization of plant acquired shal
be credited to Account 3100, Accunul ated Depreciation, or
Account 3200, Accunul ated Depreciation - Held for Future
Tel ecommuni cati ons Use; 3400, Accunul ated Anortization -
Tangi bl e; 3410, Accunul ated Anortization - Capitalized Leases;
3420, Accunul ated Anortization - Leasehold I nprovenents; 3500,
Accurnul ated Anortization - Intangibles; and 3600, Accunul ated
Anortization - OQther, and debited to Account 1439.

(tv) Any anount remaining in Account 1439, applicable to the
pl ant acquired, shall upon conpletion of the entries provided in
paragraphs (b)(2)(i), (ii) and (iii) above, be debited or
credited, as applicable to Account 2007, Goodwi ll, or to
Account 2005, Tel ecommuni cations Pl ant Adjustnent, as
appropri ate.






(3) A nenorandumrecord shall be kept show ng the anount of
contributions in aid of construction applicable to the property
acquired as shown by the accounts of the previous owner.

(4) Conpanies shall submt to the Conm ssion for
consi deration and approval copies of journal entries recording
acqui sition of telecomunications plant covered by this
i nstruction when the consideration paid is $1, 000,000 or greater
(O ass A conpani es) and $250, 000 or greater (C ass B conpanies).
The text of such entries shall give a conplete description of the
property acquired and the basis upon which the anmounts of the
entries have been determ ned.

(c) Cost of construction.

(1) Tel econmuni cations plant represents an econom c 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. 1In accounting for
construction costs, the utility shall charge to the tel econmuni -
cations plant accounts, where applicable, all direct and indirect
costs.

(2) Direct and indirect costs shall include, but not be
l[imted to:

(i) "Labor" includes the wages and expenses of enpl oyees
directly engaged in or in direct charge of construction work. It
i ncl udes expenses directly related to an enpl oyee's wages, such
as worker's conpensation insurance, payroll taxes, benefits and
other simlar itenms of expense.

(1i) "Engineering" includes the portion of the wages and
expenses of engineers, draftsnen, inspectors, and their direct
supervi sion applicable to construction work. In includes
expenses directly related to an enpl oyee's wages, such as
wor ker' s conpensation insurance, payroll taxes, benefits and
other simlar itens of expense.

(tit) "Material and supplies" includes the purchase price of
material used at the point of free delivery plus the costs of
i nspection, |loading and transportation, and an equitable portion
of provisioning expense. In determning the cost of materi al
used, proper allowance shall be made for unused material, for
mat erial recovered fromtenporary structures used in performng
the work involved, and for discounts allowed and realized in the
purchase of material. This item does not include construction
material that is stolen or rendered unusable due to vandalism
Such material should be charged to the applicable plant specific
operati ons expense accounts.

(tv) "Transportation" includes the cost of transporting
enpl oyees, material and supplies, tools and ot her work equi pnent
to and fromthe physical construction location. It includes



anounts paid therefore to other conpanies or individuals and the
cost of using the conpany's own notor vehicles or other
transportati on equi pnent.

(v) "Contract work" includes anounts paid for work perforned
under contract or other agreenent by other conpanies, firns or
i ndi vi dual s; engi neering and supervision applicable to such work;
cost incident to the award of contracts; and the inspection of
such work. The cost of construction work perfornmed by affiliated
conpani es and other details relating thereto shall be avail able
fromthe work in progress and supporting records.

(vi) "Protection" includes the cost of protecting the
conpany's property fromfire or other casualties and the cost of
preventing damages to others or the property of others.

(vit) "Privileges, Permts and R ghts of way" includes such
costs incurred in obtaining these privileges, permts, or rights
of way in connection with construction work, such as for use of
private property, streets or highways. The cost of such
privileges and permts shall be included in the cost of the work
for which the privileges or permts are obtained, except for
costs includable in Account 2111, Land, and Account 2690,
| nt angi bl es.

(viii) "Taxes" includes taxes properly includable in
construction costs before the facilities are conpleted for
service, which taxes are assessed separately fromtaxes on
operating property or under conditions that permt separate
identification of the anmount chargeable to construction.

(1x) "Special machine service" includes the cost of |abor
expended, materials and supplies consuned and ot her expenses
incurred in the mai ntenance, operation and use of special and
ot her | abor saving machines (other than transportation equi pnent)
such as trenching equi pnent, cable plows and pole setting trucks.
Al so included are expenditures for rental, maintenance and
operation of such machi nes owned by others. When a construction
job requires the purchase of special machines, the cost thereof,
| ess the apprai sed or salvage value at the tinme of release from
the job, shall be included in the cost of construction.

(x) "Allowance for funds used during construction" includes
the cost of debt and equity funds used in the construction of
t el ecomruni cati ons property and shall be applied to
t el ecomruni cati ons property designed to be conpleted in over one
year as described in u32.2004 of this subpart. Allowance for
funds used during construction shall be charged to the accounts
appropriate for the cost of the property acquired or constructed
as follows:

(A) Reasonabl e anmounts of interest during the construction
period (before the property is received or is conpleted ready for
t el ecomruni cati ons service) on general funds expended for any



acqui sition or construction of tel ecomunications plant shall be
conputed on anopunts in Account 2004, Tel econmuni cations Pl ant
Under Construction - Long-Term and shall be charged thereto.
Such amounts shall be credited to Account 7340, All owance For
Funds Used During Construction.

(B) When funds, derived fromthe sales of bonds, notes and
ot her interest bearing debt, are specifically acquired and
separately held for use in the construction of tel ecomunications
plant, the total interest, discount or premumshall in included
in the cost of telecomunications plant and credited to
Account 7340, Allowance for Funds Used During Construction;
provi ded, however, that no interest charge for a period |onger
than six nonths prior to the commencenent of construction work
shal | be made unl ess specifically authorized by the Comm ssion.

(C During the period of suspension of a construction
project, no allowance for funds used during construction for a
period | onger than six nonths fromthe date of its suspension
shall be included in these accounts unless specifically
aut hori zed by the Comm ssion. No allowance for funds used during
construction shall be included in these accounts on expenditures
for construction projects which have been abandoned.

(D) No amobunt of allowance for funds used during construction
shal | be accrued retroactively for any tel econmunications plant
whi ch was once included in Account 2003, Tel ecommuni cations Pl ant
Under Construction - Short-Term No reversal of allowance for
funds used during construction is necessary for plant included in
Account 2004, but conpleted in |less than one year.

(xi) "Insurance" includes prem uns paid specifically for
protection against | oss and damage in connection with the
construction of telecomunications plant due to fire or other
casualty, injury to or death of enployees or others, danages to
property of others, defal cations of enployees and agents, and the
nonper f ormance of contractual obligations of others.

(xi1) "Construction services" include the cost of telephone,
electricity, power, construction quarters, office space and
equi pnent directly related to the construction project.

(xiti) "Indirect construction costs" shall include indirect
costs such as general engineering, supervision and support. Such
costs, in addition to direct supervision, shall include indirect

pl ant operations and engi neering supervision up to, but not

i ncl udi ng, supervision by executive officers whose pay and
expenses are chargeable to Account 6711, Executive. The records
supporting the entries for indirect construction cost shall be
kept so as to show the nature of the expenditures, the individual
j obs and accounts charged, and the bases of the distribution.

The anobunts charged to each plant account for indirect costs
shall be readily determ nable. The instructions contained herein



shall not be interpreted as permtting the addition to plant of
anounts to cover indirect costs based on arbitrary allocations.

(xiv) The cost of construction shall not include any anmounts
cl assifiable as Corporate Operations Expense.

(d) Tel ecomruni cations plant retired.

(1) Tel econmuni cations plant accounts shall at all tines
di sclose the original cost of all property in service. Wen any
item of property subject to plant retirenent accounting is worn
out, lost, sold, destroyed, abandoned, surrendered upon | apse of
title, beconmes permanently unserviceable, is withdrawn or for any
other reason is retired fromservice, the plant accounts
applicable to that itemshall be credited with the original cost
of the plant retired whether replaced or not (except as provided
for mnor itenms in paragraph (d)(2)(ii) of this section).
Normal |y, these retirenments credits with respect to such plant as
entire buildings, entire central offices, all plant abandoned and
any |large sections of plant withdrawn from service, shall be
entered in the accounts for the nonth in which use of the
property ceased. For any other plant withdrawn from service, the
retirement credits shall be entered no | ater than the next
succeeding nonth. Literal conpliance with the provision for
timng of entries wwth respect to property anmounting to | ess than
$50, 000 retired under any one project is not required if an
unr easonabl e anount of recordkeeping and estimating of
quantities, original costs and sal vage is necessary. The
retirenment entry shall refer to the continuing property record,
or records supplenental thereto, fromwhich the cost was obtai ned
(note al so paragraph (d)(3) of this section). Every conpany
shal | establish procedures which will ensure conpliance with
t hese requirenents.

(2) To avoid undue refinenent, depreciable telecomunications
pl ant shall be accounted for as foll ows:

(1) Retirement units: This group includes major itens of
property, a representative |list of which shall be prescribed by
this Commission. In lieu of the retirenent units prescribed wth
respect to a particular account, a conpany may, after obtaining
specific approval by this Conm ssion, establish and naintain its
own list of retirement units for a portion or all of the plant in
any such account. For itens included on the retirenent units
list, the original cost of any such itens retired shall be
credited to the plant account and charged to Account 3100,
Accunul at ed Depreciation, whether or not replaced. The original
cost of retirenent units installed in place of property retired
shal |l be charged to the applicabl e tel ecommuni cations pl ant
account .

(ti) Mnor itenms: This group includes any part or elenent of
pl ant which is not designated as a retirenent unit. The original
cost of a mnor itemof property when included in the specific or



average cost for a retirenent unit or units requires no separate
credit to the tel ecomuni cations plant account when such a m nor
itemis retired. The cost of replacenent shall be charged to the
account applicable for the cost of repairs of the property.
However, if the replacenent effects a substantial betternment (the
primary aimof which is to make the property affected nore
useful, of greater durability, of greater capacity or nore
econom cal in operation), the excess cost of such a replacenent,
over the estimated cost at the then current prices of replacenent
W t hout betternment of the mnor itens being retired, shall be
charged to the applicable tel econmunications plant account.

(3) The cost of property to be retired shall be the anmount at
whi ch property is included in the tel ecommunications plant
accounts. However, when it is inpracticable to determ ne the
cost of each itemdue to the relatively | arge nunber or snal
cost of such itens, the average cost of all the itens covered by
an appropriate subdivision of the account shall be used in
determ ning the cost to be assigned to such itens when retired.
The nmethod used in determ ning average cost nust give due regard
to the quantity, vintage, size and kind of itens, the area in
which they were installed and their classification in other
respects. Average cost may be applied in retirement of such itens
as poles, wire, cable, cable termnals, conduit and booths. Any
conpany may use average cost of property installed in a year or
band of years as approved by the Comm ssion. It should be
under st ood, however, that the use of average costs shall not
relieve the conpany of the requirenent for maintaining its
continuing property records to show, where practicable, dates of
installation and renoval for purposes of nortality studies. (See
0u32.2000(f) of this subpart, Standard Practices for Establishing
and Maintaining Continuing Property Records.)

(4) The accounting for the retirenent of property, plant and
equi pnent shall be as provi ded above except:

(1) Amounts included in Account 2005, Tel ecomruni cations
Pl ant Adjustnent; Account 2680, Anortizabl e Tangi bl e Assets;
Account 2681, Capital Leases; Account 2682, Leasehol d
| nprovenents; Account 2690, |ntangibles; and any anobunts
associated wth anortizabl e | easehol ds, easenents, and simlar
rights in land included in Account 2111, Land, shall be debited,
as appropriate, to Accounts 3400, 3410, 3420, 3500, or 3600, and
credited to the applicable accounts.

(i) Anmounts in Account 2111, Land, and anounts for works of
art recorded in Account 2122, Furniture, shall be treated at
di sposition as a gain or loss and shall be credited or debited to
Account 7150, Gains and Losses from Di sposition of Land and
Artwork, as applicable. If land or artwork is retained by the
conpany and held for sale, the cost shall be charged to
Account 2006, Nonoperating Pl ant.



(5) Wen the tel econmunications plant is sold together with
traffic associated therewith, the original cost of the property
shal|l be credited to the applicable plant accounts and the
estimated anounts carried with respect thereto in the accumul ated
depreci ation and anortization accounts shall be charged to such
accunul ated accounts. The difference, if any between the net
anount of such debit and credit itens and the consideration
recei ved (less comm ssions and ot her expenses of nmaking the sale)
for the property shall be included in Account 7350, Gains and
Losses from Di sposition of Certain Property. The accounting for
depreci abl e tel ecommuni cations plant sold without the traffic
associated therewith shall be in accordance with the accounting
provided in u32.3100(c) of this subpart.

(e) Basic property records.

(1) The basic property records are that portion of the |ocal
property accounting system which preserves the foll ow ng detail ed
i nformation:

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

(i) Oiginal and ongoing transactional data (plant account
activity) in terns of such units; and

(ii1) Any other specific financial and cost accounting
informati on not properly warranting separate disclosure as an
account or subaccount but which is needed to support regulatory,
cost, tax, managenent and other specific accounting information
needs and requirenents.

(2) The basic property records nust be (i) subject to
internal accounting controls, (ii) auditable, (iii) equal in the
aggregate to the total investnment reflected in the financial
property control accounts as well as the total of the cost
all ocations supporting the determ nation of cost-of-service at
any particular point in tinme, and (iv) maintained throughout the
life of the property.

(3) The basic property records shall consist of (i)
continuing property records and (ii) records supplenmental thereto
whi ch together reveal clearly, by accounting area, the detailed
and systematically sumrari zed i nformati on necessary to neet fully
the requirenments of paragraphs (e)(1l) and (e)(2) of this section.

(4) Conpanies shall establish and mai ntain basic property
records for each class of property recorded in the several plant
accounts which conprise the bal ance sheet Account 2001
Tel ecommuni cations Plant In Service; Account 2002, Property Held
for Future Tel ecommuni cations Use; and Account 2006, Nonoperating
Pl ant .



(5) The conpany shall notify the Comm ssion of a plan for the
basic property record as foll ows:

(1) Not later than June 30 of the year following that in
which it beconmes subject to this system of accounts, the conpany
shall file with the Conm ssion two (2) copies of a conplete plan
of the method to be used in the conpilation of a basic property
record with respect to each class of property. The plan shal
include a |ist of proposed accounting areas acconpani ed by
description of the boundaries of each area as defined in
accordance with the requirenents of u32.2000(f)(1)(i) and (ii) of
this subpart. The plan shall also include a |ist of property
record units proposed for use under each regul ated plant account.
These property record units shall be selected such that the
requi rements of 0132.2000(f)(2)(i), (ii) and (iii) of this subpart
can be satisfied.

(1i) The conpany shall submt to the Conm ssion one copy of
any maj or proposed changes in its basic property record plan at
| east 30 days before the effective date of the proposed changes.

(6) The conpany shall prepare and maintain the basic property
record as follows:

(1) Not later than June 30 of the year following that in
whi ch the conpany becones subject to this system of accounts,
begin the preparation of a basic property record.

(1i) Conpete within two years of the prescribed begi nning
date, basic property records for all property as of the end of
t he precedi ng cal endar year.

(tit) Pronptly process in the basic property records al
property changes affecting periods sub sequent to initial
establ i shment of the basic property record.

(7) The basic property record conponents (see paragraph (c)
above) shall be arranged in conformty with the regul ated pl ant
accounts prescribed in this system of accounts as foll ows:

(1) The continuing property records shall be conpiled on the
basis of original cost (or other book cost consistent with this
system of accounts). The continuing property records shall be
mai nt ai ned as prescribed in 032.2000(f)(2)(iii) of this subpart
in such manner as will neet the foll ow ng basic objectives:

(A) Provide for the verification of property record units by
physi cal exam nati on.

(B) Provide for accurate accounting for retirenents.

(C Provide data for use in connection with depreciation
st udi es.



(1i) The records supplenmental to the continuing property
records shall disclose such service designations, usage
measurenent criteria, apportionnent factors, or other data as may
be prescribed by the Comm ssion in this Part or other Parts of
its Rules and Regul ations. Such data are subject to the sane
general controls and standards for auditability and support as
are all other elenents of the basic property records.

(f) Standard practices for establishing and maintai ni ng
continuing property records.

(1) Accounting area.

(1) The continuing property record, as related to each
primary plant account, shall be established and nai ntai ned by
subaccounts for each accounting area. An accounting area is the
smal lest territory of the conpany for which accounting records of
investnment are nmaintained for all plant accounts within the area.
Areas already established for adm nistrative, accounting,
val uation, or other purposes nmay be adopted for this purpose when
appropriate. In no case shall the boundaries of accounting areas
cross either State |ines or boundaries prescribed by the
Comm ssi on.

(i) In determning the limt of each area consideration
shall be given to the quantities of property, construction
conditions, operating districts, county and township |ines,
taxing district boundaries, city limts, and other political or
geographical limts, in order that the area adopted may have
maxi mum adaptability, within the confines of practicability, for
both the conpany's purpose and those of Federal, State, and
muni ci pal authorities.

(2) Property record units.

(1) I'n each of the established accounting areas, the "property
record units" which are to be maintained in the continuing
property record shall be set forth separately, classified by size
and type with the amount of original cost (or other appropriate
book cost) associated with such units. Wen a |list of property
record units has been accepted by the Conm ssion, they shal
beconme the units referred to in this statenent of standard
practices. Such units shall apply to only the regul ated portion
of this system of accounts.

(1i) Wien it is found necessary to revise this |list because of
the addition of units used in providing new types of service, or
new units resulting frominprovenents in technol ogy, or because
of the grouping or elimnation of units which no |onger nerit
separate recognition as property record units, one copy of such
changes shall be submtted to the Conm ssion. Upon appropriate
showi ng by the conpany, the Comm ssion may specifically exenpt
the conpany fromthese filing requirenents.



(ti1) The continuing property record shall reveal the
description, |ocation, date of placenent, the essential details
of construction, and the original cost (note also u32.2000(f)(3)
of this subpart) of the property record units. The continuing
property record and ot her underlying records of construction
costs shall be so maintained that, upon retirenment of one or nore
retirement units or of mnor itenms wthout replacenment when not
included in the costs of retirenent units, the actual cost or a
reasonably accurate estimate of the cost of the plant retired can
be determ ned.

(3) Methods of determning original cost of property record
units. The original cost of the property record units shall be
determ ned by anal yses of the construction costs incurred as
shown by conpletion reports and other data, accumulated in the
respective construction work orders or authorization. Costs
shall be allocated to and associated with the property record
units to facilitate accounting for retirenments. The original
cost of property record units shall be determ ned by unit
identification or averagi ng as described in paragraphs (f)(3)(i)
and (ii) of this section.

(1) Unit identification. Cost shall be identified and
mai nt ai ned by specific location for property record units
contained within certain regul ated plant accounts or account
groupi ngs such as land, buildings, central office swtching,
central office network managenent, notor vehicles, garage work
equi pnent, and furniture. |In addition, units involved in any
unusual or special type of construction shall be recorded by
their specific location costs (note al so paragraph
0u32.2000(f)(3)(ii)(B) of this subpart.

(1i1) Averaging.

(A) Average costs may be devel oped for plant consisting of a
| arge nunber of simlar units such as term nal equi pnent, poles,
wire, cable, cable termnals, conduit, furniture, and work
equi pnent. Units of simlar size and type within each specified
accounting area and regul ated plant account may be grouped. Each
such average cost shall be set forth in the continuing property
record of the units with which it is associ at ed.

(B) The averaging of costs permtted under the provisions of
the foregoing paragraph is restricted to plant installed in a
particul ar vintage or band of years incurred within an accounting
area. This paragraph does not permt the inclusion of the cost
of units involved in any unusual or special type of construction.
The units involved in such unusual or special type of
construction shall be recorded at cost by | ocation.

(4) Estimates. |In cases where the actual original cost of
property cannot be ascertai ned, such as pricing an inventory for
the initial entry of a continuing property record or the pricing
of an acquisition for which the continuing property record has



not been maintained, the original cost may be estimated. Any
estimated original cost shall be consistent wth the accounting
practices in effect at the tine the property was construct ed.

(5) Identification of property record units. There shall be
shown in the continuing property record or in record suppl enents
t hereof, a conplete description of the property records units in
such detail as to identify such units. The description shal
include the identification of the work order under which
constructed, the year of installation (unless not determ nable
per u032.2000(f)(4) of this subpart, specific location of the
property within each accounting area in such manner that it can
be readily spot-checked for proof of physical existence, the
accounti ng conpany's nunber or designation, and any ot her
description used in connection with the determ nation of the
original cost. Descriptions of units of simlar size and type
shall follow prescribed groupings.

(6) Reinstalled units. Wen units to which average costs are
not applied, i.e., specific and fixed location units, are renoved
or retired and subsequently reinstalled, the date when the unit
was first charged to the appropriate plant account shall, when
requi red for adequate service life studies and reasonably
accurate retirenent accounting, be shown in addition to the date
of reinstallation.

(7) Age and service life of property. The continuing
property record shall disclose the age of existing property and
t he supporting records shall disclose the service life of
property retired. Exceptions fromthis requirenent for any
property record unit shall be submtted to the Conm ssion for
approval .

(8 Reference to sources of information. There shall be
shown by appropriate reference the source of all entries. Al
drawi ngs, conputations, and other detailed records which support
quantities and costs of estinmated costs shall be retained as a
part of on in support of the continuing property record.

(9) Jointly owned property.

(1) Wth respect to jointly owned property, there shall be
shown in the continuing property record or records suppl enent al
t heret o:

(A) The identity of all joint owners.

(B) The percentage owned by the accounting conpany.

(1i) Wen regul ated plant is constructed under arrangenents
for joint ownership, the anmount received by the construction

conpany fromthe other joint owner or owners shall be credited as
a reduction of the gross cost of the plant in place.



(ti1) Wen a sale of a part interest in regulated plant is
made, the fractional interest sold shall be treated as a
retirenment and the anount received shall be treated as sal vage.
The continuing property record or records supplenental thereto
shall be so maintained as to identify separately retirenents of
this nature from physical retirenments of jointly owned plant.

(tv) If jointly owned regul ated property is substantial in
relation to the total of the sane kind of regul ated property
owned wholly by the conpany, such jointly owned regul ated
property shall be appropriately segregated in the continuing
property record.

(g) Depreciation accounting.
(1) Conputation of depreciation rates.

(1) Unless otherw se provided by the Conm ssion, either
t hrough prior approval or upon prescription by the Conm ssion,
depreci ati on percentage rates shall be conputed in conformty
with a group plan of accounting for depreciation and shall be
such that the loss in service value of the property, except for
| osses excl uded under the definition of depreciation, may be
di stributed under the straight-line nethod during the service
life of the property.

(1i) In the event any conposite percentage rate becones no
| onger applicable, revised conposite percentage rates shall be
conputed in accordance w th subparagraph (i) of this section.

(ii1) The conpany shall keep such records of property and
property retirements as will allow the determ nation of the
service life of property which has been retired, or facilitate
the determnation of service |life indications by nortality,
turnover, or other appropriate nmethods. Such records will also
allow the determ nation of the percentage of sal vage val ue and
cost of renoval for property retired fromeach class of
depreci abl e pl ant.

(2) Depreciation charges.

(i) A separate annual percentage rate for each depreciation
category of telecomunications plant shall be used in conputing
depreci ati on charges.

(1i) Conpanies, upon receiving prior approval fromthis
Comm ssi on, or upon prescription by this Comm ssion, shall apply
such depreciation rate, except where provisions of
paragraph (g)(2)(iv) of this paragraph apply, as wll ratably
distribute on a straight line basis the difference between the
net book cost of a class or subclass of plant and its estinmated
net sal vage during the known or estimated remai ning service life
of the plant.






(1i1) Charges for currently accruing depreciation shall be
made nonthly to the appropriate depreciation accounts, and
corresponding credits shall be nmade to the appropriate
depreci ation reserve accounts. Current nonthly charges shal
normal |y be conputed by the application of one-twelfth of the
annual depreciation rate to the nonthly average bal ance of the
associ ated category of plant. The average nonthly bal ance shal
be conmputed using the balance as of the first and | ast days of
the current nonth.

(iv) In certain circunstances and upon prior approval of this
Comm ssion, nonthly charges nmay be determined in total or in part
t hrough the use of other nethods whereby sel ected plant bal ances
or portions thereof are ratably distributed over periods
prescri bed by this Comm ssion. Such circunstances could include
but not be limted to factors such as the existence of reserve
deficiencies or surpluses, types of plant that will be conpletely
retired in the near future, and changes in the accounting for
plant. \Where alternative nmethods have been used in accordance
with this subparagraph, such anounts shall be applied separately
or in conbination with rates determned in accordance with
paragraph (g)(2)(ii) of this section.

(3) Acquired depreciable plant. When acquired depreciable
plant carried in Account 1439, Deferred Charges, is distributed
to the appropriate plant accounts, adjusting entries shall be
made covering the depreciation charges applicable to such plant
for the period during which it was carried in Account 1439.

(4) Plant retired for nonrecurring factors not recognized in
depreci ation rates.

(i) Aretirenent will be considered as nonrecurring
(extraordinary) only if the following criteria are net:

(A) The inpending retirenent was not adequately considered in
setting past depreciation rates.

(B) The charging of the retirenent against the reserve wll
undul y deplete that reserve.

(C© The retirenment is unusual such that simlar retirenents
are not likely to recur in the future.

(5) Upon direction or approval fromthis Comm ssion, the
conpany shall credit Account 3100, Accunul ated Depreci ation, and
charge Account 1438, Deferred Maintenance and Retirenents, with
t he unprovided-for loss in service value. Such anmounts shall be
di stributed from Account 1438 to Account 6561, Depreciation
Expense - Tel ecommuni cations Plant in Service, or Account 6562,
Depreci ati on Expense - Property Held for Future
Tel ecommuni cati ons Use, over such period as this Comm ssion may
di rect or approve.



(h) Anortization accounting.

(1) Unless otherw se provided by this Conm ssion, either
t hrough approval, or upon prescription by this Conmm ssion,
anortization shall be conputed on the straight-line nethod, i.e.,
equal annual anounts shall be applied. The cost of each type of
asset shall be anortized on the basis of the estimated life of
that asset and shall not be witten off in the accounting period
in which the asset is acquired. A reasonable estimte of the
useful life my be based on the upper or lower limts even though
a fixed existence is not determ nable. However, the period of
anortization shall not exceed forty years.

(2) In the event any estimated useful |ife beconmes no | onger
applicable, a revised estimated useful life shall be determ ned
i n accordance with paragraph (h)(1) of this section.

(3) Anortization charges shall be made nonthly to the
appropriate anortizati on expense accounts and correspondi ng
credits shall be made to the appropriate anortization reserve
accounts. Monthly charges shall be conputed by the application
of one-twelfth to the annual anortization anount.

(4) The conpany shall keep such records as will allow the
determ nation of the useful |ife of the asset.

(i) Accounting for software. The original cost of initial
operating systemsoftware for conputers shall be classified to
t he sane account as the associ ated hardware whet her acquired
separately or in conjunction with the associ ated hardware.

(j) Plant accounts to be maintained by Cass A and Cass B
t el ephone conpani es as i ndi cated:

Class A Class B
Account Title Account Account
REGULATED PLANT
Property, Plant and Equi pnent:
Tel ecomuni cati ons plant in service 1 2001 1 2001
Tel ecommuni cations plant in service -
classified 2001.1 2001.1
Tel ecommuni cations plant in service -
uncl assified 2001. 2 2001. 2
Property held for future tel ecomruni -
cations use 2002 2002
Tel ecommuni cati ons pl ant under
construction - short-term 2003 2003

Tel ecommuni cati ons pl ant under
construction - short-term -
contract 2003.1 2003.1



Account Title

Tel ecommuni cati ons pl ant under
construction - short-term -
f orce account

Tel ecommuni cati ons pl ant under
construction - short-term -
wor k orders

Tel ecommuni cati ons pl ant under

construction - long-term

Tel ecommuni cati ons pl ant under
construction - long-term -
contract

Tel ecommuni cati ons pl ant under
construction - long-term -

force account
Tel ecommuni cati ons pl ant under
construction - long-term -
wor k orders
Tel ecommuni cati ons pl ant adj ust nent
Nonoper ati ng pl ant
Goodwi | |

TELECOVMUNI CATI ONS PLANT I N SERVI CE (TPI S)
TPI'S - CGeneral Support Assets:

Land and support assets
Land

Mot or vehi cl es

Aircraft

Speci al purpose vehicles
Garage wor k equi prnent

O her work equi pnent

Bui | di ngs

Furniture

O fice equi pnent

General purpose conputers

TPIS - Central O fice Assets:

Central office - switching

Central office switching - anal og
Central office switching - digital
Central office switching - el ectro-

mechani cal - step-by-step

Central office switching - el ectro-
mechani cal - crossbar

Central office switching - el ectro-
mechani cal - other

Anal og el ectronic swtching
Digital electronic swtching
El ect ro- mechani cal sw tching
Operator systens

Central office - transm ssion

Class A Class B
Account Account

2003. 2 2003. 2

2003. 3 2003. 3

2004 2004

2004. 1 2004. 1

2004. 2 2004. 2

2004. 3 2004. 3

2005 2005

2006 2006

2007 2007
2110

2111

2112

2113

2114

2115

2116

2121

2122

2123

2124
2210
2210. 11
2210. 21
2210. 31
2210. 32
2210. 33

2211

2212

2215

2220 2220
2230



Class A Class B
Account Title Account Account

Central office transmi ssion - radio
systens - satellite and earth

station facilities 2230. 11
Central office transm ssion - radio
systens - ot her 2230. 12
Central office transmssion - circuit
equi pnment 2230. 21
Radi o system 2231
Crcuit equipnent 2232
TPI'S - Information Oigination/ Term nation Assets:
| nformation origination/termnation 2310
St ati on appar at us 2311
Custoner prem ses W ring 2321
Large private branch exchanges 2341
Public tel ephone term nal equi pnent 2351
O her term nal equi pnent 2362
TPIS - Cable and Wre Facilities Assets:
Cable and wire facilities 2410
Pol es 2411
Aerial cable 2421
Under ground cabl e 2422
Buri ed cable 2423
Submari ne cabl e 2424
Deep sea cabl e 2425
I nt rabui | di ng network cabl e 2426
Aerial wire 2431
Conduit systens 2441
TPI'S - Anortizabl e Assets:
Anortizabl e tangi bl e assets 2680
Capital |eases 2681
Leasehol d i nprovenents 2682
| nt angi bl es 2690 2690

1 Bal ance sheet summary account only

u32.2001 Telecommunications plant in service.

This account shall include the original cost of the investnent
i ncluded in Accounts 2110 through 2690.

REA 2001.1 Telecommunications plant in service - classified.

This account shall include the original cost of the property
capitalized in Accounts 2110 through 2690.



REA 2001.2 Telecommunications plant in service - unclassified.

This account shall include the original cost of tel ecommuni -
cations property which has been conpl eted and placed in service
but whi ch has not been classified pending conpletion of final
inventories of construction, final cost sunmaries, etc. The
bal ance in this account is subject to depreciation charges.

u32.2002 Property held for future telecommunications use.

(a) This account shall include the original cost of property
owned and held for no |l onger than two years under a definite plan
for use in tel ecommunications service. |If at the end of two

years the property is not in service, the original cost of the
property shall be transferred to Account 2006, Nonoperating
Pl ant .

(b) Should a carrier desire to retain the property in this
account for a period |longer than two years, it shall request
approval of this Conm ssion. The request should include the
property itemin question, denonstrate that the waiver is in the
public interest, and indicate, as precisely as possible, the
additional tinme required for the property to be held in this
account .

(c) Subsidiary records shall be maintained to show the
character of the anounts carried in this account.

u32.2003 Telecommunications plant under construction - short-
term.

(a) This account shall include the original cost of
construction projects designed to be conpleted in one year or
|l ess. (Note al so u32.2000(c) of this subpart.)

(b) There may be charged directly to the appropriate plant
accounts the cost of any construction project which is estinmated
to be conpleted and ready for service within two nonths fromthe
date on which the project was begun. There may al so be charged
directly to the plant accounts the cost of any construction
project for which the gross additions to plant are estimated to
amount to | ess than $100, 000.

(c) Wen the plant includable in this account is not ready
for service at the end of one year, the cost of construction of
the plant shall be transferred to Account 2004,

Tel ecommuni cati ons Plant Under Construction - Long-Term w thout
further direction or approval of this Commssion. If a
construction project has been suspended for six nonths or nore,
the cost of the plant includable in this account shall be
transferred to Account 2004 w thout further direction or approval
of this Comm ssion.



|f a project is abandoned the cost included in this account
shal | be charged to Account 7370, Special Charges.

(d) When any tel ecomruni cations plant, the cost of which has
been included in this account, is conpleted ready for service,
the cost thereto shall be credited to this account, and charged
to the appropriate tel ecommuni cations plant or other accounts.

REA 2003.1 Telecommunications plant under construction - short-
term - contract.

This account shall include all costs incurred in the
construction of telecomunications plant perfornmed under
contract and designed to be conpleted in one year or |ess.
| ncl uded anong these costs are contractor paynents, and charges
for engi neering, supervision, taxes, insurance, transportation,
and other costs incurred in contract construction. This account
shal | be mai ntained such that the various itens of cost are
readily identifiable.

REA 2003.2 Telecommunications plant under construction - short-
term - force account.

This account shall include all costs incurred in the
construction of tel econmunications plant perfornmed by the
borrowers' own enpl oyees and designed to be conpleted in one
year or less. Included anong these costs are charges for
mat eri al, |abor, engineering, supervision, taxes, insurance,
transportation, supply expense, and other costs incurred in the
construction. This account shall be naintained so that the
various itens of cost are readily identified. Specific
subaccounts should be maintained to distinguish individual
proj ects.

REA 2003.3 Telecommunications plant under construction - short-
term - work orders.

Thi s account shall include all costs incurred in the
construction of telecomunications plant perfornmed under a work
order systemor a line extension contract and designed to be
conpleted in one year or less. This type of construction
general ly includes service installations, subscriber extensions,
and m nor plant inprovenents after the conpletion of the initial
system Included anong these costs are charges for | abor,
mat eri als and supplies, transportation, payroll taxes,

i nsurance, supervision and other costs incurred in the
construction. Subsidiary records shall be maintained to reflect
the cost of individual jobs. These records shall be reconciled
periodically with the general |edger control account. Specific
subaccounts should be maintained to accunul ate costs incurred
under line extension contracts.



u32.2004 Telecommunications plant under construction - long-
term.

(a) This account shall include the original cost of
construction projects designed to be conpleted in nore than one
year. (Note also u32.2000 (c) of this subpart.)

(b) There may be charged directly to the plant accounts the
cost of any construction project for which the gross additions to
plant are estimated to the anmpbunt to | ess than $100, 000.

(c) If a project is abandoned, the cost included in this
account shall be charged to Account 7370, Special Charges.

(d) When any tel ecomruni cations plant, the cost of which has
been included in this account, is conpleted and ready for
service, the cost thereof shall be credited to this account and
charged to the appropriate tel ecomrunications plant or other
accounts.

REA 2004.1 Telecommunications plant under construction - long-
term - contract.

This account shall include all costs incurred in the
construction of telecomunications plant perfornmed under
contract and designed to be conpleted in nore than one year.

I ncl uded anong these costs are contractor paynents, and charges
for engi neering, supervision, taxes, insurance, transportation,
interest during construction, and other costs incurred in
contract construction. This account shall be naintained such
that the various itens of cost are readily identified.

REA 2004.2 Telecommunications plant under construction - long-
term - force account.

This account shall include all costs incurred in the
construction of tel econmmunications plant perfornmed by the
borrowers' own enpl oyees and designed to be conpleted in nore
t han one year. Included anong these costs are charges for
mat eri al, |abor, engineering, supervision, taxes, insurance,
transportation, supply expense, interest during construction,
and other costs incurred in the construction. This account
shal | be mai ntained such that the various itens of cost are
readily identified. Specific subaccounts should be naintained
to di stinguish individual projects.

REA 2004.3 Telecommunications plant under construction - long-
term - work orders.

This account shall include all costs incurred in the
construction of telecomunications plant perfornmed under a work
order systemor a line extension contract and designed to be
conpleted in nore than one year. |Included anong these costs are
charges for |abor, materials and supplies, transportation,



payrol | taxes, insurance, supervision, interest during
construction, and other costs incurred in the construction.
Subsidiary records shall be nmaintained to reflect the cost of

i ndi vi dual jobs. These records shall be reconciled periodically
with the general |edger control account. Specific subaccounts
shoul d be mai ntained to accunul ate costs incurred under |ine

ext ensi on contracts.

u32.2005 Telecommunications plant adjustment.

(a) This account shall include anmobunts determned in
accordance wi th paragraph u32.2000(b) of this subpart
representing the difference between:

(1) The fair market value of the tel econmunications plant
acquired, plus prelimnary expenses incurred in connection with
t he acquisition; and

(2) The original cost of such plant, governmental franchises
and simlar rights acquired, | ess the amounts of reserve
requi renents for depreciation and anortization of the property
acquired. If the actual original cost is not known, the entries
in this account shall be based upon an estimate of such costs.

(b) The anounts recorded in this account with respect to each
property acquisition (except |and and artworks) shall be di sposed
of, witten off, or provision shall be made for the anortization
t hereof, as foll ows:

(1) Debit amobunts nmay be charged to Account 7370, Speci al
Charges, in whole or in part, or anortized over a reasonable
period through charges to Account 7360, O her Nonoperating
| nconme, without further direction or approval by this Comm ssion.
When specifically approved by this Comm ssion, or when the
provi sions of paragraph (b)(3) of this section apply, debit
anmounts shall be anortized to Account 6565, Anortization
Expense - O her.

(2) Credit amounts shall be disposed of in such manner as
this Comm ssion nmay approve or direct, except for credit amounts
referred to in paragraph (b)(3) of this section.

(3) Wthin one year fromthe date of inclusion in this
account of a debit or credit amobunt with respect to a current
acquisition, the conpany nmay di spose of the total anmount from an
acquisition of tel ephone plant by a | unp-sumcharge or credit, as
appropriate, to Account 6565 w thout further approval of this
Conmi ssi on, provided that such ambunt does not exceed $100, 000
and that the plant was not acquired froman affiliated conpany.

u32.2006 Nonoperating plant.

(a) This account shall include the conpany's investnent in
regul ated property which is not includable in the plant accounts



as operating telecommunications plant. It shall include the
conpany's investnent in telecommunications property held for
sale. (Note also Account 1406, Nonregul ated I nvestnents.)

(b) Subsidiary records shall be maintained to show the
character of the anounts carried in this account.

0u32.2007 Goodwill.

(a) This account shall include any portion of the plant
purchase price that cannot be assigned to specifically
identifiable property acquired and such anmount shoul d be
identified as "goodw I I". Such amounts included in this account
shall be anortized to Account 7360, O her Nonoperating |nconme, on
a straight line basis over the remaining life of the acquired
pl ant, not to exceed 40 years.

(b) the anobunts included in this account shall be naintained
to show the nature of each anount.

032.2110 Land and support assets.

This account shall be used by Cass B conpanies to record the
original cost of |and and support assets of the type and
character required of Cass A conpanies in Accounts 2111 through
2124.

032.2111 Land.

(a) This account shall include the original cost of all |and
held in fee and of easenents, and simlar rights in |land having a
termof nore than one year used for purposes other than the
| ocati on of outside plant (See Accounts 2411 through 2441) or
externally nounted central office equi pnment (see Accounts 2211
and 2212). It shall also include special assessnents upon | and
for the construction of public inprovenents.

(b) Wen land, together with buildings thereon, is acquired,
the original cost shall be fairly apportioned between the | and
and the buildings and accounted for accordingly. |If the plan of
acqui sition contenplates the renoval of buildings, the total cost
of the land and buil dings shall be accounted for as the cost of
the I and, and the sal vage val ue of the buildings when di sposed of
shal |l be deducted fromthe cost of the |land so determ ned.

(c) Annual or nore frequent paynents for use of |and shall be
recorded in the rent subsidiary record category for Account 6121,
Land and Bui |l di ng Expense.

(d) When land is acquired for which there is not a definite
plan for its use in telecommunications service, its costs shal
be included in Account 2006, Nonoperating Plant.



(e) When land is acquired in excess of that required for
t el ecomruni cati ons purposes, the cost of such excess | and shal
in included in Account 2006.

(f) Installnments of assessnents for public inprovenent,
including interest, if any, which are deferred wi thout option to
t he conpany shall be included in this account only as they becone
due and payable. Interest on assessnents which are not paid when
due shall be included in Account 7540, O her Interest Deductions.

(g) Wen land is purchased for imediate use in a
construction project, its cost shall be included in Account 2003,
Tel ecommuni cati ons Plant Under Construction - Short-Term or
Account 2004, Tel ecommuni cations Plant Under Construction - Long-
Term as appropriate, until such tine as the project involved is
conpl eted and ready for service.

(h) The original cost of |easeholds, easenents, rights of
way, and simlar rights in land having a termof nore than one
year and not includable in Account 2111 shall be included in the
accounts for outside plant or externally nmounted central office
equi pnment in connection wth which the rights were acquired.

u32.2112 Motor vehicles.

This account shall include the original cost of notor vehicles
of the type which are designed and routinely |licensed to operate
on public streets and hi ghways.
u32.2113 Aircraft.

This account shall include the original cost of aircraft and
any associ ated equi pnent and furnishings installed as an integral
part of the aircraft.
u32.2114 Special purpose vehicles.

This account shall include the original cost of special
pur pose vehi cl es.

u32.2115 Garage work equipment.
Thi s account shall include the original cost of tools and
equi pnent used to maintain itens included in Accounts 2112
t hrough 2116.
u32.2116 Other work equipment.
This account shall include the original cost of power operated

equi pnent, general purpose tools and other itens of work
equi pnent .



032.2121 Buildings.

(a) This account shall include the original cost of
bui | di ngs, and the cost of all permanent fixtures, machinery,
appurtenances and appliances installed as a part thereof. It
shal |l include costs incident to the construction or purchase of a
bui l ding and to securing possession and title.

(b) Wen land, together with the buildings thereon, is
acquired, the original cost shall be fairly apportioned between
the I and and buil dings, and the anmount applicable to the
bui I dings shall be included in this account. The anount
applicable to the land shall be included in Account 2111, Land.

(c) This account shall not include the cost of any tel ephone
equi pnent or wiring apparatus for generating or controlling
electricity for operating the tel ephone system

u32.2122 Furniture.

This account shall include the original cost of furniture in
of fices, storeroons, shops, and all other quarters. This account
shal | al so include the cost of objects which possess aesthetic
value, are of original or limted edition, and do not have a
determ nabl e useful life. The cost of any furniture attached to
and constituting a part of a building shall be charged to
Account 2121, Buil dings.

u32.2123 Office equipment.

(a) This account shall include the original cost of office
equi pnent in offices, shops and all other quarters. The cost of
any equi pment attached to and constituting a part of a building
shal |l be charged to Account 2121, Buil dings.

(b) O fice Equipnment shall be maintained by the foll ow ng
subaccount s:

2123.1 O fice Support Equi pnent
2123. 2 Conpany Communi cati ons Equi pnent

u32.2124 General purpose computers.

(a) This account shall include the original cost of conputers
and peripheral devices which are designed to perform general
adm ni strative informati on processing activities.

(b) Adm nistrative information processing includes but is not
limted to activities such as the preparation of financial,
statistical, or other business analytical reports; preparation or
payrol |l custoner bills, and cash managenent reports, and ot her
records and reports not specifically designed for testing,

di agnosi s, mai ntenance or control of the tel ecomrunications
network facilities.



(c) This account shall include the original cost of initial
operating systemsoftware for conputers classifiable to this
account whether acquired separately or in conjunction with
associ at ed har dwar e.

(d) This account does not include the cost of conputers,
their associ ated peripheral devices, and their operating system
software associated with sw tching, network signaling, network
operations or other specific tel ecomunications plant. Such
conputers, peripherals, and software shall be classified to the
appropriate sw tching, network signaling, network expense, or
ot her plant account.

032.2210 Central office - switching.

This account shall be used by Cass B conpanies to record the
original cost of switching assets of the type and character
requi red of Class A conpanies in Accounts 2211 through 2215.

REA 2210.11 Central office switching - analog*.

This account shall used by O ass B conpanies. This account
shal |l include the original cost of stored program control anal og
circuit-switching and associ ated equi pnment. This account shal
al so include the original cost of renote anal og el ectronic
circuit swtches.

REA 2210.21 Central office switching - digital*.

This account shall used by O ass B conpanies. This account
shal | include the original cost of stored program control
digital switches and their associated equi pnent. Included in
this account is the original cost of digital sw tches which
utilize either dedicated or non-dedicated circuits. This
account shall also include the original cost of renote digita
el ectronic sw tches.

REA 2210.31 Central office switching - electro-mechanical -
step-by-step*.

This account shall used by O ass B conpanies. This account
shall include the original cost of step-by-step and associ ated
circuit-sw tching equi pnent.

REA 2210.32 Central office switching - electro-mechanical -
crossbar*.

This account shall used by O ass B conpanies. This account
shall include the original cost of crossbar and associ ated
circuit swtching equipnent. Also included in this account is
the original cost of electronic translator system equi pnent used
in swtching.



REA 2210.33 Central office switching - electro-mechanical -
other*.

This account shall used by O ass B conpanies. This account
shal|l include the original cost of all other types of non-
el ectronic circuit-switching equi pnent such as panel systens and
their associated circuit-sw tching equipnent.

*  Switching plant excludes sw tchboards which perform
operat or assi stance functions and equi pnment which is an integral
part thereof. It does not exclude equi pnent used solely for the
recording of calling tel ephone nunbers in connection with
custoner dialed charged traffic, dial tandem sw tchboards, and
speci al service swi tchboards used in conjunction with private
line service; such equi pnment shall be classified to the
particular switch that it serves.

u32.2211 Analog electronic switching.

(a) This account shall include the original cost of stored
program control analog circuit swi tching and associ at ed
equi pnent. This account shall also include the cost of renote
anal og electronic circuit swtches.

(b) Switching plant excludes sw tchboards which perform an
operat or assi stance function and equi pnment which is an integral
part thereof. It does not exclude equi pnent used solely for the
recording of calling tel ephone nunbers in connection with
custoner dialed charged traffic, dial tandem sw tchboards and
speci al service swi tchboards used in conjunction with private
line service; such equi pnment shall be classified to the
particular switch that it serves.

u32.2212 Digital electronic switching.

(a) This account shall include the original cost of stored
program control digital switches and their associ ated equi pnent.
Included in this account are digital swtches which utilize
ei ther dedicated or non-dedicated circuits. This account shal
al so include the cost of renote digital electronic swtches.

(b) Switching plant excludes sw tchboards which perform an
operat or assi stance function and equi pnment which is an integral
part thereof. It does not exclude equi pnent used solely for the
recording of calling tel ephone nunbers in connection with
custoner dialed charged traffic, dialed tandem sw tchboards and
speci al service swi tchboards used in conjunction with private
line service; such equi pnment shall be classified to the
particular switch that it serves.

u32.2215 Electro-mechanical switching.

(a) This account shall include the original cost of non-
el ectronic circuit swtching equipnent. The investnent in



el ectro-nechani cal sw tching equi pnent shall be maintained in the
fol |l ow ng subaccounts:

2215.1 Step-by-Step Sw tching
2215.2 Crossbar Switching
2215.3 O her Electro-Mechanical Sw tching

(b) 2215.1, Step-by-step Switching. This subaccount shal
i nclude the original cost of step-by-step and associated circuit
swi t chi ng equi pnent.

(c) 2215.2, Crossbar Switching. This subaccount shal
i nclude the original cost of crossbar and associated circuit
swi tching equi prment. Also included in this account is the cost
of electronic translator system equi pnent used in swtching.

(d) 2215.3, O her Electro-Mchanical Switching. This
subaccount shall include the original cost of all other types of
non-electronic circuit swtching equi pment such as panel systens
and their associated circuit sw tching equipment.

(e) Switching plant excludes sw tchboards which perform an
operat or assi stance function and equi pnment which is an integral
part thereof. It does not exclude equi pnent used solely for the
recording of calling tel ephone nunbers in connection with
custoner dialed charged traffic, dial tandem sw tchboards and
speci al service swi tchboards used in conjunction with private
line service; such equi pnment shall be classified to the
particular switch that it serves.

u32.2220 Operator systems.

(a) This account shall include the original cost of those
itens of equipnent used to assist subscribers in utilizing the
net wor k and equi pnment used in the provision of directory
assistance, call intercept, and other operator assisted cal
conpletion activities.

(b) This account does not include equi pnent used solely for
the recording of calling tel ephone nunbers in connection with
custoner dialed charged traffic, dial tandem sw tchboards and
speci al service swi tchboards used in conjunction with private
line service; such equi pnment shall be classified to the
particular switch that it serves.

u32.2230 Central office - transmission.

This account shall be used by Cass B conpanies to record the
original cost of radio systens and circuit equi pnment of the type
and character required of Class A conpanies in Accounts 2231 and
2232.



REA 2230.11 Central office transmission - radio systems -
satellite and earth station facilities.

This account shall used by O ass B conpanies. This account

shal |l include the original cost of an ownership interest in
satellites (including |and-side spares), other spare parts,
materials, and supplies. It shall include |aunch insurance and

other satellite |aunch costs. This account shall also include
the original cost of earth stations and spare parts, nmaterials,
and supplies therefor.

REA 2230.12 Central office transmission - radio systems -
other.

This account shall used by O ass B conpanies. This account
shal |l include the original cost of radio equi pnent used to
provi de radi o conmuni cati on channels. Radio equipnent is that
equi pnent which is used for the generation, anplification,
propagati on, reception, nodul ation, and denodul ati on of radio
waves in free space over which comruni cations channels can be
provided. This account shall also include the associ ated
carrier and auxiliary equi pnent and patch bay equi pnment which is
an integral part of the radio equipnment. Such equi pment may be
| ocated in central office buildings, term nal roons, or repeater
stations or may be nounted on towers, nmasts, or other supports.

REA 2230.21 Central office transmission - circuilt equipment.

(a) This account shall used by Cass B conpanies. This
account shall include the original cost of equipnment which is
used to reduce the nunber of physical pairs otherw se required
to serve a given nunber of subscribers by utilizing carrier
systens, concentration stages or conbinations of both. It shal
i ncl ude equi prent that provides for sinultaneous use of a nunber
of interoffice channels on a single transm ssion path. This
account shall also include the original cost of equipnment which
is used for the anplification, nodul ation, regeneration, circuit
pat chi ng, bal ancing or control of signals transmtted over
interoffice communications transm ssion channels. This account
shal |l include the original cost of equipnent which utilizes the
message path to carry signaling information or which utilizes
separate channels between switching offices to transmt
signaling information i ndependent of the subscribers
comuni cation paths or transm ssion channels. This account
shall also include the original cost of associated material used
in the construction of such plant. GCircuit equi pnent may be
| ocated in central offices, in manholes, on poles, in cabinets
or huts or at other |ocations.

(b) This account excludes carrier and auxiliary equi pnment and
patch bay which are recorded in Account 2230.12, Central Ofice
Transm ssion - Radio Systens - O her.



u32.2231 Radio system.

(a) This account shall include the original cost of ownership
of radio transmitters and receivers. The investnent in radio
systens shall be maintained in the foll ow ng subaccounts:

2231.1 Satellite and Earth Station Facilities
2231.2 O her Radio Facilities

(b) 2231.1, Satellite and Earth Station Facilities. This

subaccount shall include the original cost of ownership interest
in satellites (including | andsi de spares), other spare parts,
mat eri al and supplies. It shall include |launch insurance and

other satellite launch costs. This subaccount shall also include
the original cost of earth stations and spare parts, material or
supplies therefor.

(c) 2231.2, Oher Radio Facilities.

(1) This subaccount shall include the original cost of radio
equi pnent used to provide radio conmuni cation channels. Radio
equi pnent is that equi pnent which is used for the generation,
anplification, propagation, reception, nodul ation, and
denodul ati on of radio waves in free space over which
comruni cati on channel s can be provided. This subaccount shal
al so include the associated carrier and auxiliary equi pnment and
pat ch bay equi pnment which in an integral part of the radio
equi pnent. Such equi pnent may be |ocated in central office
bui Il dings, term nal roons, or repeater stations or nmay be nounted
on towers, nmasts or other supports.

(2) This subaccount shall be maintained in order that the
conpany may separately report the anpbunts contained herein that
relate to cellular radio facilities, non-cellular radio
facilities, and terrestrial mcrowave radio facilities. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rules and Regul ati ons.

u32.2232 Circuit equipment.

(a) This account shall include the original cost of equipnent
which is used to reduce the nunber of physical pairs otherw se
required to serve a given nunber of subscribers by utilizing
carrier systenms, concentration stages or conbinations of both.

It shall include equi pnment that provides for simultaneous use of
a nunber of interoffice channels on a single transm ssion path.
Thi s account shall also include equi pnent which is used for the
anplification, nodul ation, regeneration, circuit patching,

bal anci ng or control of signals transmtted over interoffice
communi cations transm ssion channels. This account shall include
equi pnment which utilizes the message path to carry signaling
information or which utilizes separate channels between sw tching
offices to transmt signaling information independent of the
subscri bers' comuni cation paths or transm ssion channels. This



account shall also include the original cost of associated
material used in the construction of such plant. GCrcuit
equi pnent nmay be located in central offices, in manhol es, on
pol es, in cabinets or huts or at other conpany | ocations.

(b) This account excludes carrier and auxiliary equi pnment and
patch bays which are includable in Account 2231.2, O her Radio
Facilities. This account also excludes such equi pnment which is
an integral conponent of a major unit which is classifiable to
ot her accounts.

(c) Subsidiary record categories shall be maintained in order
that the conpany nay separately report the anobunts contai ned
herein that relate to digital and anal og. Such subsidiary record
categories shall be reported as required by Part 43 of this
Comm ssion's Rul es and Regul ati ons.

u32.2310 Information origination/termination.

This account shall be used by Cass B conpanies to record the
original cost of information origination/termnation equi pnent of
the type and character required of Class A conpanies in
Accounts 2311 through 2362.

u32.2311 Station apparatus.

(a) This account shall include the original cost of station
apparatus, including teletypewiter equi pnent, telephone and
m scel | aneous equi pnent, small private branch exchanges and radio
equi pnent (excluding nobile), installed for custoners' use.
Items included in this account shall remain herein until finally
di sposed of or until used in such manner as to warrant inclusion
i n other accounts.

(b) Each conmpany shall prepare a |ist of station apparatus
whi ch shall be used as its list of disposition units for this
account, the cost of which when finally disposed of shall be
credited to this account and charged to Account 3100, Accumnul ated
Depr eci ati on.

(c) The cost of cross-connection boxes, distributing frames
or other distribution points which are installed to term nate
i ntrabuil ding network cable shall be charged to Account 2426
I nt rabui | di ng Networ k Cabl e.

(d) Operator head sets and transmtter in central offices and
at private branch exchanges, and test sets such as those used by
wire chiefs, outside plant technicians, and others shall be
i ncluded in Account 2116, O her Wrk Equi pnent; Account 2221,
Operator Systens; or Account 2341, Large Private Branch
Exchanges, as appropri ate.

(e) Station apparatus for conpany official use shall be
i ncluded in Account 2123, Ofice Equi pnent.



(f) An annual inventory shall be taken of all station
apparatus in stock that are included in this account. The nunber
of such station apparatus itens as determ ned by this inventory,
together with nunber of all other station apparatus itens
included in this account, shall be conpared with the
correspondi ng nunber of station apparatus itens as shown by the
respective control records. The original cost of any
unreconcil ed di fferences thereby disclosed shall be adjusted
t hrough Account 3100, Accunul ated Depreciation. Appropriate
verifications shall also be made at suitable intervals and
necessary adjustnents between this account and Account 3100 shal
be made for all station apparatus included in this account.

(g) Itens of station apparatus in stock for which no further
use in the ordinary conduct of the business is contenplated, but
whi ch as a precautionary neasure, are held for possible future
contingenci es instead of being discarded shall be excluded from
this account and included in Account 1220, Inventories.

(h) Enbedded CPE is that equipnment or inventory which was
tariffed or otherw se subject to the jurisdictional separations
process as of January 1, 1983.

u32.2321 Customer premises wiring.

(a) This account shall include all anpbunts transferred from
the former Account 232, Station Connections, inside wring
subcl ass.

(b) Enbedded custoner premses wiring is that investnent in
custonmer prem ses wWiring equi pnent or inventory which was
capitalized prior to Cctober 1, 1984.

u32.2341 Large private branch exchanges.

(a) This account shall include the original cost, including
the cost of installation, of nmultiple manual private branch
exchanges and of dial system private branch exchanges of types
designed to accommodate 100 or nore |ines or which can normally
be expanded to 100 or nore lines, installed for custoners' use.
This account shall also include the original cost of other |arge
installations of station equipnment (1) which do not constitute
stations, (2) which require special or individual treatnent
because of their conplexity, special design, or other distinctive
characteristics, and (3) for which individual or other
speci ali zed cost records are appropriate. (Note also
Account 2311, Station Apparatus.)

(b) The cost of intrabuilding network cables including their
associ ated cross-connection boxes, termnals, distributing
frames, etc., is chargeable to Account 2426, Intrabuilding
Net wor k Cabl e.



(c) The cost of outside plant, whether or not on private
property, used with intrabuilding network cable shall be charged
to the appropriate outside plant accounts.

(d) [Reserved]
(e) [Reserved]

(f) Private branch exchanges for conpany official use shal
be included in Account 2123, Ofice Equi pnent.

(g) Enbedded CPE is that equi pnent or inventory which is
tariffed or otherw se subject to the jurisdictional separations
process as of January 1, 1983.

(h) Inventories of |arge private branch exchanges equi pnent
are included in Account 1220, Inventori es.

u32.2351 Public telephone terminal equipment.

(a) This account shall include the original cost of coinless,
coi n-operated (including public and sem -public), credit card and
pay tel ephones installed for use by the public.

(b) This account shall also include the original cost of
operating spares that are required to provide a continuity of
service for public tel ephones. The operating spares shall not
exceed six nonths' supply in terns of turnover and be avail abl e
to installers fromlocations in reasonable proximty to the
| ocation of the installed equi pnent.

(c) The original cost of installing public tel ephone
equi pnent shall not include the |abor and m nor materials costs
of installing the public tel ephone equi pnment or prem ses w ring.
These costs as well as the cost of replacing a public tel ephone
shall be charged to Account 6351, Public Tel ephone Term nal
Equi pnment Expense. The | abor and m nor materials costs of
removal of public tel ephones will also be charged to
Account 6351.

u32.2362 Other terminal equipment.

(a) This account shall include the original cost of other
non- CPE term nal equi pnment not specifically provided for
el sewhere and itenms such as specialized communi cati ons equi pnent
provided to neet the needs of the disabled, over-voltage
protection equi pnent, nultiplexing equipnent to deliver multiple
channels to custoners, etc.

(b) Each conpany shall prepare a list of other term na
equi pnent which shall be used as its list of retirenment units for
this account, the cost of which when finally disposed of shall be
credited to this account and charged to Account 3100, Accumnul ated
Depr eci ati on.



u32.2410 Cable and wire facilities.

This account shall be used by Cass B conpanies to record the
original cost of cable and wire facilities of the type and
character required of C ass A conpanies in Accounts 2411 through
2441.

u32.2411 Poles.

This account shall include the original cost of poles,
crossarns, guys and other material used in the construction of
pole lines and shall include the cost of towers when not

associated with buildings. This account shall also include the
cost of clearing pole Iine routes and of tree trinmng but shal
excl ude the cost of maintaining previously cleared routes.

u32.2421 Aerial cable.

(a) This account shall include the original cost of aerial
cabl e and of drop and bl ock wires served by such cable or aerial
wre as well as the cost of other material used in construction
of such plant. Subsidiary record categories, as defined bel ow,
are to be maintained for nonnetallic aerial cable and netallic
aerial cable.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other
associated material used in constructing a physical path for the
transm ssion of telecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,
wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of permts and privileges for the construction
of cable and wre facilities shall be chargeable with such
construction.

u32.2422 Underground cable.

(a) This account shall include the original cost of
underground cable installed in conduit and of other material used
in the construction of such plant. Subsidiary record categories,
as defined below, are to be maintained for nonnetallic
under ground cable and netal lic underground cabl e.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other
associated material used in constructing a physical path for the
transm ssion of telecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,



wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of punping water out of manhol es and of cl eaning
manhol es and ducts in connection with construction work and the
cost of permts and privileges for the construction of cable and
wire facilities shall be included in the account chargeable with
such construction.

(c) The cost of drop and block wires served by underground
cabl e shall be included in Account 2423, Buried Cable.

(d) The cost of cables leading fromthe main distributing
frame or equivalent to central office equi pnment shall be included
in the appropriate switching, transm ssion or other operations
asset account.

u32.2423 Buried Cable.

(a) This account shall include the original cost of buried
cable as well as the cost of other material used in the
construction of such plant. This account shall also include the
cost of trenching for and burying cable run in conduit not
classifiable to Account 2441, Conduit Systens. Subsidiary record
categories, as defined below, are to be nuaintained for
nonnetal lic buried cable and netallic buried cable.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other
associated material used in constructing a physical path for the
transm ssion of telecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,
wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of punping water out of manhol es and of cl eaning
manhol es and ducts in connection with construction work and the
cost of permts and privileges for the construction of cable and
wire facilities shall be included in the account chargeable with
such construction.

u32.2424 Submarine cable.

(a) This account shall include the original cost of submarine
cable and other material used in the construction of such plant.
Subsidiary record categories, as defined below, are to be
mai nt ai ned for nonnetal lic submarine cable and netallic submarine
cabl e.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other



associated material used in constructing a physical path for the
transm ssion of tel ecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,
wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of permts and privileges for the construction
of cable and wire facilities shall be included in the account
chargeabl e with such construction

u32.2425 Deep sea cable.

(a) This account includes the original cost of deep sea cable
and other material used in the construction of such plant.
Subsidiary record categories, as defined below, are to be
mai nt ai ned for nonnetal lic deep sea cable and netallic deep sea
cabl e.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other
associated material used in constructing a physical path for the
transm ssion of telecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,
wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of permts and privileges for the construction
of cable and wire facilities shall be included in the account
chargeabl e with such construction

u32.2426 Intrabuilding network cable.

(a) This account shall include the original cost of cables
and wires | ocated on the conpany's side of the denarcation point
or standard network interface inside subscribers' buildings or
bet ween buil di ngs on one custoner's sane prem ses. |ntrabuilding
network cables are used to distribute network access facilities
to equi pnent roomns, cross-connection or other distribution points
at which connection is nade with custoner prem ses wring.
Subsidiary record categories, as defined below, are to be
mai nt ai ned for nonnetal lic intrabuilding network cable and
metal lic intrabuilding.

(1) Nonnetallic cable. This subsidiary record category shal
include the original cost of optical fiber cable and other
associated material used in constructing a physical path for the
transm ssion of telecomunications signals.

(2) Metallic cable. This subsidiary record category shal
i nclude the original cost of single or paired conductor cable,



wire and other associated material used in constructing a
physi cal path for the transm ssion of tel econmunications signals.

(b) The cost of punping water out of manhol es and of cl eaning
manhol es and ducts in connection with construction work and the
cost of permts and privileges for the construction of cable and
wire facilities shall be included in the account chargeable with
such construction.

(c) Intrabuilding network cable does not include the cost of
cables or wires which are classifiable as network term nating
wire, nor the cables or wires fromthe demarcati on point or
standard network interface to subscribers' stations.

u32.2431 Aerial wire.

(a) This account shall include the original cost of bare |ine
wire and other material used in the construction of such plant.

(b) The cost of permts and privileges for the construction
of cable and wre facilities shall be chargeable with such
construction.

(c) The cost of drop and block wires served by aerial wre
Il

sha be included in Account 2421, Aerial Cable.

u32.2441 Conduit systems.

(a) This account shall include the original cost of conduit,
whet her underground, in tunnels or on bridges, which is reusable
in place. It shall also include the cost of opening trenches and

of any repaving necessary in the construction of conduit plant.

(b) The cost of punping water out of manhol es and of cl eaning
manhol es and ducts in connection with construction work and the
cost of permts and privileges for the construction of cable and
wre facilities shall be chargeable with such construction

(c) The cost of protective covering for buried cable shall be
charged to Account 2423, Buried Cable, as appropriate, unless
such protective covering is reusable in place. The anounts thus
charged shall be included in the nonnetallic buried cable or
metallic buried cable subsidiary record category, as appropriate.

(d) The cost of pipes or other protective covering for
under ground drop and block wires shall in included in
Account 2421, Aerial Cable, or Account 2423, Buried Cable, as
appropriate. The anounts thus charged shall be included in the
nonnetallic or nmetallic subsidiary record category, as
appropriate. The cost of pipes or other protective covering for
inside wires shall be included in Account 6321, Custoner Prem ses
Wring Expense.



u32.2680 Amortizable tangible assets.

This account shall be used by Cass B carriers to record
anounts for property acquired under capital |eases and the
original cost of |easehold inprovenents of the type of character
requi red of Class A conpanies in Accounts 2681 and 2682.

u32.2681 Capital leases.

(a) This account shall include all property acquired under a
capital lease. A lease qualifies as a capital | ease when one or
nore of the followng criteria is net:

(1) By the end of the |lease term ownership of the |eased
property is transferred to the | essee.

(2) The |l ease contains a bargain purchase option.

(3) The lease termis substantially (75% or nore) equal to
the estimated useful life of the | eased property. However, if
the beginning of the lease termfalls within the | ast 25% of the
total estimated economic life of the | eased property, including
earlier years of use, this criterion shall not be used for
pur poses of classifying the | ease.

(4) At the inception of the |ease, the present value of the
m ni mum | ease paynents, excluding that portion of the paynents
representing executory costs to be paid by the |lessor, including
any profit thereon, equals or exceeds 90% or nore of the fair
val ue of the | eased property. However, if the beginning of the
|l ease termfalls within the | ast 25% of the total estimated
economc life of the | eased property, including earlier years of
use, this criterion shall not be used for purposes of classifying
t he | ease.

(b) Al other |eases are operating |eases.

(c) The anobunts recorded in this account at the inception of
a capital |ease shall be equal to the original cost, if known, or
to the present value not to exceed fair value, at the begi nning
of the lease term of mninmum]|ease paynents during the | ease
term excluding that portion of the paynents representing
executory costs to be paid by the | essor, together with any
profit thereon.

u32.2682 Leasehold improvements.

(a) This account shall include the original cost of |easehold
i nprovenents made to tel econmunications plant held under a
capital or operating |ease, which are subject to anortization
treatnent. This account shall also include those inprovenents
which will revert to the |essor.



(b) Inprovenents to | eased tel econmuni cations plant which are
of arelatively mnor cost or short life or for which the period
of the lease is one year or less shall be charged to the account
chargeable with the cost of repairs to such plant.

(c) Amunts contained in this account shall be anortized over
the termof the rel ated | ease.

u32.2690 Intangibles.

(a) This account shall include the cost of organizing and
i ncorporating the conpany, the original cost of governnent
franchi ses, the original cost of patent rights, and other
i ntangi bl e property having a |ife of nore than one year and used
in connection with the conpany's tel ecommuni cati ons operations.

(b) Subsidiary records for this account shall include a
description of each class of intangible property.

(c) The cost of other intangible assets having a life of one
year or |less shall be charged directly to Account 6564,
Anortization Expense - Intangible. Such intangibles acquired at
smal | cost may al so be charged to Account 6564, irrespective of
their termof life.

(d) This account shall not include any discounts on
securities issued, nor shall it include costs incident to
negoti ating | oans, selling bonds or other evidences of debt, or
expenses in connection with the issuance, sale or resale of
capital stock

(e) \When charges are nade to this account for expenses
incurred in nergers, consolidations, or reorganizations, anmounts
previously included in this account on the books of the various
conpani es concerned shall not be carried over.

(f) Franchise taxes payable annually or nore frequently shal
be charged to Account 7240, Operating O her Taxes.

(g) This account shall not include the cost of plant,
mat eri al and supplies, or equipnent furnished to nunicipalities
or other governnental authorities when given other than as
initial consideration for franchises or simlar rights. (Note
al so Account 6728, Other General and Adm nistrative.)

(h) This account shall not include the original cost of
easenents, rights of way, and simlar rights in |land having a
termof nore than one year. Such anounts shall be recorded in
Account 2111, Land, or in the appropriate outside plant account
(see Accounts 2411 through 2441), or in the appropriate central
of fice account (see Accounts 2211 through 2232).



u32.3000 Instructions for balance sheet accounts - depreciation
and amortization.

(a) Depreciation and Anortization Subsidiary Records:

(1) Subsidiary record categories shall be maintained for each
cl ass of depreciable tel econmuni cations plant in Account 3100 for
which there is a prescribed depreciation rate. (See al so
032.2000(g)(1)(iii1) of this subpart.)

(2) Subsidiary records shall be maintained for Accounts 3400,
3410, 3420, 3500, and 3600 in accordance with w032.2000(h)(4) of
this subpart.

(b) Depreciation and anortization accounts to be mai ntai ned
by Cass A and Cl ass B tel ephone conpani es as indi cat ed:

Class A Class B
Account Title Account Account
Depreci ation and Anorti zati on:
Accunul at ed depreci ation 3100 3100
Retirement work in progress 3100x 3100x
Accunul at ed depreciation - held for
future tel ecommuni cati ons use 3200 3200
Accunul at ed depreci ation - nonoperating 3300 3300
Accunul ated anortization - tangible 3400
Accunul ated anortization - capitalized
| eases 3410
Accurnul at ed anortization - | easehold
I nprovenent s 3420
Accurul at ed anortization - intangible 3500 3500
Accurnul at ed anortization - other 3600 3600
032.3100 Accumullated depreciation.
(a) This account shall include the accunul ated depreciation

associated with the i nvestnent contained in Account 2001,
Tel ecommuni cations Plant in Service.

(b) This account shall be credited with depreciation anpunts
concurrently charged to Account 6561, Depreciation Expense -
Tel ecommuni cations Plant in Service. (Note also Account 3300,
Accunul at ed Depreciation - Nonoperating.)

(c) At the tinme of retirenment of depreciable operating
t el ecommuni cations plant, this account shall be charged with the
original cost of the property retired plus the cost of renoval
and credited with the sal vage val ue and any insurance proceeds
recovered.

(d) This account shall be credited with amounts charged to
Account 1438, Deferred Mai ntenance and Retirenents, as provided



in 032.2000(g)(4) of this subpart. This account shall be
credited with anmounts charged to Account 6561 with respect to
other than relatively mnor |osses in service values suffered
t hrough term nations of service when charges for such

term nations are nmade to recover the | osses.

Note: A 1/21/88 FCC Order in CC Docket No. 87-447 (FCC 88-6)
adopt ed policy changes to permt a one-tine five-year
anortization period commencing 1/01/87 of LECs' reserve
i mbal ances. Action was taken to elimnate the large industry-

w de reserve deficiency faster than previous procedures all owed.

REA 3100x Retirement work iIn progress.

Thi s account shall be charged with the original cost of
property retired fromthe tel ecomruni cati ons plant accounts. It
shall also be charged with all of the costs incurred in renoving
the retired plant fromservice. This account shall be credited
with the sal vage value of materials recovered in the retirenent
of the telecommunications plant. At such tinme as the retirenent
work order is conplete, the net incone/loss resulting therefrom
shal|l be transferred fromthis account to the appropriate
primary plant depreciation reserve account.

u32.3200 Accumullated depreciation - held for future telecommuni-
cations use.

(a) This account shall include the accunul ated depreciation
associated with the investnent contained in Account 2002,
Property Held for Future Tel ecommuni cations Use.

(b) This account shall be credited with amounts concurrently
charged to Account 6562, Depreciation Expense - Property Held for
Fut ure Tel econmuni cati ons Use.

0u32.3300 Accumulated depreciation - nonoperating.

(a) This account shall include the accunul ated anortization
and depreciation associated with the investnent contained in
Account 2006, Nonoperating Pl ant.

(b) This account shall be credited with anortizati on and
depreci ati on anobunts concurrently charged to Account 7360, O her
Nonoper ati ng | ncone.

(c) \When nonoperating plant not previously used in tel ecom
muni cations service is disposed of, this account shall be charged
with the amount previously credited hereto with respect to such
property and the book cost of the property so retired |less the
anount chargeable to this account and | ess the value of the
sal vage recovered or the proceeds fromthe sale of the property
shall be included in Account 7350, Gains or Losses on Disposition
of Certain Property. |In case the property had been used in
t el ecomuni cations service previous to its inclusion in



Account 2006, Nonoperating Plant, the anount accrued for
depreciation thereon after its retirenent fromtel ecommuni cati ons
service shall be charged to this account and credited to

Account 3100, Accunul ated Depreciation, and the accounting for
its retirenent from Account 2006 shall be in accordance with that
applicable to tel ecomuni cations plant retired.

u32.3400 Accumulated amortization - tangible.

This account shall be used by O ass B conpanies to record
accunul ated anortization of the type and character required of
Cl ass A conpanies in Accounts 3410 and 3420.

0u32.3410 Accumulated amortization - capitalized leases.

(a) This account shall include the accunul ated anortization
associated wth the investnent contained in Account 2681, Capital
Leases.

(b) This account shall be credited with amounts for the
anortization of capital |eases concurrently charged to
Account 6563, Anortization Expense - Tangible. (Note also
Account 3300, Accunul ated Depreciation - Nonoperating.)

(c) When any itemcarried in Account 2681 is sold, is
relinquished, or is otherwise retired fromservice, this account
shall be charged with the cost of the retired item Renaining
anounts associated with the itemshall be debited to
Account 7160, O her Operating Gains and Losses, or Account 7360,
O her Nonoperating Incone, as appropriate.

0u32.3420 Accumulated amortization - leasehold improvements.

(a) This account shall include the accunul ated anortization
associated with the investnent contained in Account 2682,
Leasehol d | nprovenents.

(b) This account shall be credited with amounts for the
anortization of |easehold inprovenents concurrently charged to
Account 6563, Anortization Expense - Tangible. (Note also
Account 3300, Accunul ated Depreciation - Nonoperating.)

(c) When any itemcarried in Account 2682 is sold, is
relinquished, or is otherwise retired fromservice, this account
shall be charged with the cost of the retired item Renaining
anounts associated with the itemshall be debited to
Account 7360, O her Nonoperating |Incone.

u32.3500 Accumulated amortization - intangible.
(a) This account shall include the accunul ated anortization

associated with the investnent contai ned i n Account 2690,
| nt angi bl es.



(b) This account shall be credited with anortization anpbunts
concurrently charged to Account 6564, Anortization - Intangible.
(Note al so Account 3300, Accurnul ated Depreci ation -
Nonoper ati ng.)

(c) When any itemcarried in Account 2690 is sold,
relinquished, or otherwise retired fromservice, this account
shall be charged with the cost of the retired item Renaining
anounts associated with the itemshall be debited to
Account 7360, O her Nonoperating |ncone.

032.3600 Accumulated amortization - other.

(a) This account shall include the accunul ated anortization
associated with the investnent contained in Account 2005,
Tel ecommuni cati ons Pl ant Adj ust nent.

(b) This account shall be credited with anortization anounts
concurrently charged to Account 6565, Anortization Expense -
O her. (Note al so Account 3300, Accunul ated Depreciation -
Nonoper ati ng.)

(c) When any itemcarried in Account 2005 is sold,
relinquished, or otherwise retired fromservice, this account
shall be charged with the cost of the retired item Renaining
anounts associated with the itemshall be debited Account 7360,
O her Nonoperating | ncone.

u32.4000 Instructions for balance sheet accounts - liabilities
and stockholders®™ equity.

Liabilities and stockhol ders' equity accounts to be maintai ned
by Cass A and Cl ass B tel ephone conpani es:

Class A Class B
Account Title Account Account
Current Liabilities:

Account s payabl e 4010 4010
Accounts payable to affiliated

conpani es 4010. 11 4010. 11
Accounts payable to nonaffiliated

conpani es 4010. 21 4010. 21
Accounts payabl e - enpl oyees' inconme

tax withheld 4010. 22 4010. 22
Accounts payable - FICA taxes w thheld 4010. 23 4010. 23
Accounts payable - federal excise taxes 4010. 24 4010. 24
Accounts payable - payroll 4010. 25 4010. 25
Not es payabl e 4020 4020
Advance billing and paynents 4030 4030
Cust oners' deposits 4040 4040
Current maturities - |long-term debt 4050 4050
Current maturities - capital |eases 4060 4060

| ncone taxes - accrued 4070 4070



Account Title

| ncome taxes accrued - federal

| ncome taxes accrued - state and | ocal

O her taxes - accrued

O her taxes accrued - property

O her taxes accrued - enployer's
portion - FICA

O her taxes accrued - federal
unenpl oynent

O her taxes accrued - state
unenpl oynent

O her taxes accrued - m scel |l aneous

Net current deferred operating incone
t axes

Net current deferred nonoperating incone
t axes

QG her accrued liabilities

Unnat ured i nterest accrued - REA notes

Unmat ured interest accrued - Tel ephone
Bank notes

Unnat ured i nterest accrued - Federal
Fi nanci ng Bank notes

Unnat ured i nterest accrued - Bank for
Cooper ati ves notes

Unnat ured i nterest accrued - Rural

Tel ephone Fi nance Cooperative notes
QG her accrued liabilities
QG her current liabilities
Pat r onage capital payable
G her current liabilities - m scell aneous

Long- Ter m Debt :

Funded debt

Funded debt - other

REA not es

Tel ephone Bank notes

Federal Fi nanci ng Bank notes

Bank for Cooperatives notes

Rural Tel ephone Fi nance Cooperative
not es

REA notes - deferred interest

REA notes - advance paynents, dr.

Funded debt - other - unadvanced, dr.

REA notes - unadvanced, dr.

Tel ephone Bank notes - unadvanced, dr.

Federal Financi ng Bank notes -
unadvanced, dr.

Bank for Cooperatives notes -
unadvanced, dr.

Rural Tel ephone Fi nance Cooperative
notes - unadvanced, dr.

Prem um on | ong-term debt

Class A Class B

Account Account
4070. 1 4070. 1
4070. 2 4070. 2
4080 4080
4080. 1 4080. 1
4080. 2 4080. 2
4080. 3 4080. 3
4080. 4 4080. 4
4080. 5 4080. 5
4100 4100
4110 4110
4120 4120
4120.1 4120.1
4120.2 4120.2
4120. 3 4120. 3
4120. 4 4120. 4
4120.5 4120.5
4120. 6 4120. 6
4130 4130
4130.1 4130.1
4130.2 4130.2
4210 4210
4210. 11 4210. 11
4210. 12 4210. 12
4210. 13 4210. 13
4210. 14 4210. 14
4210. 15 4210. 15
4210. 16 4210. 16
4210. 17 4210. 17
4210. 18 4210. 18
4210. 19 4210. 19
4210. 20 4210. 20
4210. 21 4210. 21
4210. 22 4210. 22
4210. 23 4210. 23
4210. 24 4210. 24
4220 4220



Account Title

Di scount on | ong-term debt

Reacqui red debt

ol i gations under capital |eases

Advances fromaffiliated conpanies

O her 1 ong-term debt

Menbers' redeemable equity certificates
subscri bed but uni ssued

Menbers' redeemable equity certificates
i ssued

O her | ong-term debt

O her Liabilities and Deferred Credits:

O her long-termliabilities

Unanorti zed operating investnent tax
credits - net

Unanorti zed nonoperating investnent tax
credits - net

Net noncurrent deferred operating
i ncone taxes

Net noncurrent deferred nonoperating
i ncone taxes

O her deferred credits

O her jurisdictional liabilities and
deferred credits - net

St ockhol ders' Equity:

Capital stock

Addi tional paid-in capital

Treasury stock

O her capital

Capital stock subscribed

Menber shi ps subscri bed but uni ssued

Menbers' equity certificates subscribed
but uni ssued

Menber shi ps i ssued

Menbers' equity certificates issued

Menbers' equity - other

Install ments paid on capital stock

Instal |l mrents paid on nmenbershi ps
subscri bed

Install ments paid on equity certificates
subscri bed

Q her capital - mscell aneous

Ret ai ned ear ni ngs

Operating margins

Nonoper ati ng margi ns

O her margins

Pat r onage capital assignable

Patrons' capital credits assigned

Gain on the retirenent of capital credits

Class A Class B

Account Account
4230 4230
4240 4240
4250 4250
4260 4260
4270 4270
4270. 1 4270. 1
4270. 2 4270. 2
4270. 3 4270. 3
4310 4310
4320 4320
4330 4330
4340 4340
4350 4350
4360 4360
4370 4370
4510 4510
4520 4520
4530 4530
4540 4540
4540. 11 4540. 11
4540. 12 4540. 12
4540. 13 4540. 13
4540. 21 4540. 21
4540. 22 4540. 22
4540. 23 4540. 23
4540. 31 4540. 31
4540. 32 4540. 32
4540. 33 4540. 33
4540. 41 4540. 41
4550 4550
4550. 1 4550. 1
4550. 2 4550. 2
4550. 3 4550. 3
4550. 4 4550. 4
4550. 5 4550. 5
4550. 6 4550. 6



u32.4010 Accounts payable.

(a) This account shall include all anpbunts currently due to
others for recurring trade obligations, and not provided for in
ot her accounts, such as those for traffic settlenents, materi al
and supplies, repairs to tel ecommunications plant, matured rents,
and i nterest payable under nonthly settlenments on short-term
| oans, advances, and open accounts. It shall also include
anounts of taxes payabl e that have been w thheld from enpl oyees'
sal ari es.

(b) Subsidiary record categories shall be nmaintained for this
account in order that the conpany may separately report the
anounts contained herein that relate to nonaffiliates and
affiliates. Such subsidiary record categories shall be reported
as required by Part 43 of this Comm ssion's Rul es and
Regul ati ons.

(c) There shall be included herein accounts payabl e arising
from sharing of revenues.

REA 4010.11 Accounts payable to affiliated companies.

This account shall include all anpbunts currently due to
affiliated conpanies for recurring trade obligations, and not
provided for in other accounts, such as those for traffic
settlenments, material and supplies, repairs to
t el ecomruni cations plant, nmatured rents, and interest payable
under nonthly settlenents on short-term| oans, advances, and
open accounts.

REA 4010.21 Accounts payable to nonaffiliated companies.

This account shall include all anpbunts currently due to
nonaffiliated conpanies for recurring trade obligations, and not
provided for in other accounts, such as those for traffic
settlenments, materials and supplies, repairs to
t el ecomruni cations plant, matured rents, and interest payable
under nonthly settlenents on short-term| oans, advances, and
open accounts.

REA 4010.22 Accounts payable - employees®™ i1ncome tax withheld.

This account shall include incone taxes payable that have
been wi thheld from enpl oyees' sal ari es.

REA 4010.23 Accounts payable - FICA taxes withheld.

This account shall include FICA taxes payabl e that have been
wi t hhel d from enpl oyees' sal ari es.

REA 4010.24 Accounts payable - federal excise taxes.

This account shall include Federal excise taxes payable.



REA 4010.25 Accounts payable - payroll.

Thi s account shall include amounts payable to the conpany's
enpl oyees in the formof salaries or wages.

u32.4020 Notes payable.

(a) This account shall include the face anount of notes,
drafts, and other evidences of indebtedness issued or assuned by
t he conpany (except interest coupons) which are payable on demand
or not nore than one year or |less fromdate of issue.

(b) Subsidiary record categories shall be nmaintained for this
account in order that the conpany may separately report the
anounts contained herein that relate to nonaffiliates and
affiliates. Such subsidiary record categories shall be reported
as required by Part 43 of this Comm ssion's Rul es and
Regul ati ons.

(c) If any part of an obligation, otherwi se includable in
this account matures nore than one year fromdate of issue, it
shall be included in Account 4210, Funded Debt; 4260, Advances
fromAffiliated Conpani es, or other appropriate account.

(d) The records supporting the entries to this account shal
be kept so that the conpany can furnish conplete details as to
each note, when it is issued, the consideration received, and
when it is payable.

u32.4030 Advance billing and payments.

This account shall include the anobunt of advance billing
creditable to revenue accounts in future nonths; also advance
paynents made by prospective custoners prior to the establishnent
of service. Amounts included in this account shall be credited
to the appropriate revenue accounts in the nonths in which the
service is rendered or cleared fromthis account as refunds are
made.

u32.4040 Customers® deposits.

(a) This account shall include the anount of cash deposited
wi th the conpany by custoners as security for the paynent for
t el ecommuni cati ons servi ce.

(b) Advance paynents nade by prospective custonmers prior to
the establishnment of service shall be credited to Account 4030,
Advance Billing and Paynents.

u32.4050 Current maturities - long-term debt.
Thi s account shall include the anount (including any

obligations for premuns) of |ong-termdebt matured and unpaid
wi t hout any specific agreenent for extension of maturity,



i ncl udi ng unpresented bonds drawn for redenption through the
operation of sinking and redenption fund agreenents.

u32.4060 Current maturities - capital leases.

This account shall include the current portion of obligations
applicable to property obtai ned under capital | eases.

u32.4070 Income taxes - accrued.

(a) This account shall be credited or charged and the
foll owm ng accounts shall be charged or credited with the
of fsetting anount of current year incone taxes (Federal, state
and | ocal) accrued during the period or adjustnents to prior
accrual s:

7220 COperating Federal |nconme Taxes

7230 Operating State and Local |ncone Taxes

7420 Nonoperating Federal |nconme Taxes

7430 Nonoperating State and Local |nconme Taxes

7630 Current Incone Tax Effect of Extraordinary Itenms - Net

(b) If significant, current year inconme taxes paid in advance
shal|l be reclassified to Account 1300, Prepaid Taxes.

REA 4070.1 Income taxes accrued - federal.

For C ass A conpanies, this account shall be credited and
Accounts 7220, 7420, and 7630, as appropriate, shall be debited
for the anmount of Federal incone taxes accrued during the
current operating period. For Cass B conpanies, this account
shall be credited and Accounts 7200.2, 7400.2, and 7600. 3, as
appropriate, shall be debited for the anmount of federal incone
t axes accrued during the current operating period.

REA 4070.2 Income taxes accrued - state and local.

For C ass A conpanies, this account shall be credited and
Accounts 7230, 7430, and 7630, as appropriate, shall be debited
for the anmount of state and |ocal inconme taxes accrued during
the current operating period. For Cass B conpanies, this
account shall be credited and Accounts 7200.3, 7400.3, and
7600. 3, as appropriate, shall be debited for the anmount of state
and | ocal incone taxes accrued during the current operating
peri od.

u32.4080 Other taxes - accrued.

(a) This account shall be credited or charged and
Account 7240, Operating O her Taxes, or 7440, Nonoperating O her
Taxes, or for payroll related costs, the appropriate expense
accounts shall be charged or credited for all taxes, other than
Federal, State and | ocal incone taxes, accrued or adjusted for
previ ous accruals during the period. Anong the taxes includable



in this account are property, gross receipts, franchise, capital
stock, social security and unenpl oynent taxes.

(b) Taxes paid in advance of the period in which they are
chargeable to incone shall be included in the prepaid taxes
Account 1300, Prepaid Taxes, or 1410, O her Noncurrent Assets, as
appropri ate.

REA 4080.1 Other taxes accrued - property.

This account shall be credited and Account 7240.1/7200.41,
Operating Taxes - Property, shall be debited for the anmount of
property taxes accrued during the current operating period.

REA 4080.2 Other taxes accrued - employer®s portion - FICA.

This account shall be credited and the appropriate
construction, depreciation, or expense account shall be debited
for the enployer's portion of FICA taxes accrued during the
current operating period.

REA 4080.3 Other taxes accrued - federal unemployment.

Thi s account shall be credited and the appropriate
construction, renoval, or expense account shall be debited for
t he anobunt of Federal unenpl oynment taxes accrued during the
current operating period.

REA 4080.4 Other taxes accrued - state unemployment.

This account shall be credited and the appropriate
construction, renoval, or expense account shall be debited for
t he anobunt of state unenpl oynent taxes accrued during the
current operating period.

REA 4080.5 Other taxes accrued - miscellaneous.

This account shall be credited and Account 7240.2/7200. 42,
Operating Taxes - M scel |l aneous, shall be debited for the anount
of all other taxes accrued during the current operating period
and not provided for el sewhere such as a gross receipts tax,
franchi se taxes, and capital stock taxes.

u32.4100 Net current deferred operating income taxes.

(a) This account shall include the bal ance of incone tax
expense related to current itens fromregul ated operati ons which
have been deferred to later periods as a result of the normalized
met hod of accounting for tax differentials authorized by this
Comm ssion and not provided for el sewhere.

(b) As regulated assets or liabilities which generated the
deferred inconme tax are reclassified fromlong-termor noncurrent
status to current, the appropriate deferred incone tax shall be



reclassified from Account 4340, Net Noncurrent Deferred Operating
| ncone Taxes, to this account.

(c) This account shall be debited or credited with the anmount
being debited or credited to Account 7250, Provision for Deferred
Operating Incone Taxes - Net, in accordance with that account's
description and 032.22 of Subpart B.

(d) The classification of deferred incone taxes as current or
noncurrent shall follow the classification of the asset or
l[tability that gave rise to the deferred incone tax. |If there is
no related asset or liability, classification shall be based on
t he expected turnaround of the tax timng difference.

(e) Subsidiary record categories shall be maintained in order
that the conpany nay separately report the anobunts contai ned
herein that are property related and those that are nonproperty
related. Such subsidiary record categories shall be reported as
required by Part 43 of this Conmm ssion's Rul es and Regul ati ons.

u32.4110 Net current deferred nonoperating income taxes.

(a) This account shall include the bal ance of incone tax
expense resulting from conprehensive interperiod tax allocation
whi ch has been deferred to | ater periods.

(b) As other assets or liabilities which generated the
deferred inconme tax are reclassified fromlong-termor noncurrent
status to current, the appropriate deferred incone tax shall be
reclassified from Account 4350, Net Noncurrent Deferred
Nonoperati ng I nconme Taxes, to this account.

(c) This account shall be debited or credited with the anmount
being credited or debited to Account 7450, Provision for Deferred
Nonoperati ng I nconme Taxes - Net, in accordance with that
account's description and u32.22 of Subpart B.

(d) This account shall also include the bal ance of the incone
taxes (Federal, state and local) related to current extraordinary
itens which have been deferred to |later periods resulting from
conprehensi ve interperiod tax allocation.

(e) As the extraordinary item which generated the deferred
i ncone tax becones current, the appropriate deferred incone tax
shal|l be reclassified from Account 4350, Net Noncurrent Deferred
Nonoperati ng I ncone Taxes, to this account.

(f) This account shall be debited or credited with the anount
being credited and debited to Account 7640, Provision for
Deferred Incone Tax Effect of Extraordinary Itens - Net.

(g) The classification of deferred incone taxes as current or
noncurrent shall follow the classification of the asset or
l[tability that gave rise to the deferred incone tax. |If there is



no related asset or liability, classification shall be based on
t he expected turnaround.

(h) Subsidiary record categories shall be maintained in order
that the conpany may separately report the anounts contai ned
herein that are property related and those that are nonproperty
related. Such subsidiary record categories shall be reported as
required by Part 43 of this Conmm ssion's Rul es and Regul ati ons.

U32.4120 Other accrued liabilities.

(a) This account shall include the anbunt of wages,
conpensat ed absences, interest on indebtedness of the conpany,
di vidends on capital stock and rents accrued to the date for
whi ch the bal ance sheet is made, but not payable until after that
dat e.

(b) This account shall be maintained so as to show separately
t he ampbunt and nature of the itens accrued to the date of the
bal ance sheet.

(c) Matured rents, dividends and interest shall be included
in Account 4010, Accounts Payabl e.

(d) Interest payable under nonthly settlenments on short-term
| oans, advances, and open accounts shall be included in
Account 4010.

REA 4120.1 Unmatured interest accrued - REA notes.

(a) This account shall include the interest accrued as of
t he bal ance sheet date but not payable until after that date on
REA nortgage notes.

(b) Interest expense incurred during the period of
construction of tel ecommunications plant shall be charged to
Account 2004, Tel ecommuni cations Plant Under Construction - Long
Term and credited to Account 7340/7300.4, Allowance for Funds
Used During Construction.

REA 4120.2 Unmatured interest accrued - Telephone Bank notes.

(a) This account shall include the interest accrued as of
t he bal ance sheet date but not payable until after that date on
Rural Tel ephone Bank nortgage notes.

(b) Interest expense incurred during the period of
construction of tel econmmunications plant shall be charged to
Account 2004, Tel ecommuni cations Plant Under Construction - Long
Term and credited to Account 7340/7300.4, Allowance for Funds
Used During Construction.



REA 4120.3 Unmatured interest accrued - Federal Financing Bank
notes.

(a) This account shall include the interest accrued as of
t he bal ance sheet date but not payable until after that date on
Federal Fi nanci ng Bank nortgage notes.

(b) Interest expense incurred during the period of
construction of tel ecommunications plant shall be charged to
Account 2004, Tel ecomruni cations Plant Under Construction - Long
Term and credited to Account 7340/ 7300.4, Allowance for Funds
Used During Construction.

REA 4120.4 Unmatured interest accrued - Bank for Cooperatives
notes.

(a) This account shall include the interest accrued as of
t he bal ance sheet date but not payable until after that date on
Bank for Cooperatives nortgage notes.

(b) Interest expense incurred during the period of
construction of tel ecommunications plant shall be charged to
Account 2004, Tel ecommuni cations Plant Under Construction - Long
Term and credited to Account 7340/7300.4, Allowance for Funds
Used During Construction.

REA 4120.5 Unmatured interest accrued - Rural Telephone Finance
Cooperative notes.

(a) This account shall include the interest accrued as of
t he bal ance sheet date but not payable until after that date on
Rural Tel ephone Fi nance Cooperative nortgage notes.

(b) Interest expense incurred during the period of
construction of tel ecommunications plant shall be charged to
Account 2004, Tel ecommuni cations Plant Under Construction - Long
Term and credited to Account 7340/7300.4, Allowance for Funds
Used During Construction.

REA 4120.6 Other accrued liabilities.

(a) This account shall include the anbunt of wages,
conpensat ed absences, interest on indebtedness of the conpany,
di vi dends on capital stock, and rents accrued as of the bal ance
sheet date but not payable until after that date.

(b) This account shall not include interest accrued on REA,
Rural Tel ephone Bank, Bank for Cooperatives, Federal Financing
Bank, or Rural Tel ephone Fi nance Cooperative debt.
u32.4130 Other current liabilities.

This account shall include liabilities of current character
whi ch are not includable in Accounts 4010 through 4120.



REA 4130.1 Patronage capital payable.

Thi s account shall include the anbunt of patronage capita
whi ch has been authorized to be returned to patrons.

REA 4130.2 Other current liabilities - miscellaneous.

This account shall include liabilities of current character
whi ch are not includable in Accounts 4010 through 4130.1

U32.4210 Funded debt.

(a) This account shall include the total face anmount of
unmat ured debt, maturing nore than one year from date of issue,
i ssued by the conpany and not retired, and the total face anount
of simlar unmatured debt of other conpanies, the paynment of
whi ch has been assuned by the conpany, including funded debt the
maturity of which has been extended by specific agreenent.

(b) This account shall include such itens as nortgage bonds,
collateral trust bonds, inconme bonds, convertible debt, debt
securities wth detachable warrants and other simlar obligations
mat uri ng nore than one year from date of issue.

(c) In the case of debt securities with detachable warrants
this account shall include only the face anmount of the security
at the tinme of issuance. The value of detachable warrants shal
be charged to either Account 4220, Prem um on Long- Term Debt, or
Account 4230, Discount on Long-Term Debt, as appropriate, and
credited to Account 4520, Additional Paid-in Capital, in the case
of capital stock warrants or retained in this account as a
separately identifiable anount in the case of detachable | ong-
termdebt warrants. No simlar allocation shall be nmade for the
i ssuance of either convertible debt or debt securities wth non-
det achabl e warrants.

(d) Subsidiary records shall be naintained for each issue.

(e) Securities maturing in one year or |ess, including
securities maturing serially, shall be included in Account 4050,
Current Maturities - Long-Term Debt.

(f) I'nvestnent advances, including those represented by notes,
shall be included in Account 4270, Oher Long-Term Debt.

REA 4210.11 Funded debt - other.

(a) This account shall include the total face anmount of
unmat ured debt, maturing nore than one year fromthe date of
i ssue, issued by the conpany and not retired, and the total face
anmount of simlar unmatured debt of other conpanies, the paynent
of which has been assuned by the conpany, including funded debt
the maturity of which has been extended by specific agreenent.



(b) This account shall not include unmatured REA, Rural
Tel ephone Bank, Federal Financing Bank, Bank for Cooperatives,
or Rural Tel ephone Finance Cooperative debt.

REA 4210.12 REA notes.

(a) This account shall include the total face anmount of
unmat ured REA nortgage notes. Account 4210.20, REA Notes -
Unadvanced, Dr., shall be charged and this account credited upon
execution of the notes.

(b) If principal installnents are not paid at the maturity
date, the anmount due shall be transferred to Account 4050,
Current Maturities - Long-Term Debt.

REA 4210.13 Telephone Bank notes.

(a) This account shall include the total face anmount of
unmat ured Rural Tel ephone Bank nortgage notes. Account 4210. 21,
Tel ephone Bank Notes - Unadvanced, Dr., shall be charged and
this account credited upon execution of the notes.

(b) If principal installnents are not paid at the maturity
date, the anount due shall be transferred to Account 4050,
Current Maturities - Long-Term Debt.

REA 4210.14 Federal Financing Bank notes.

(a) This account shall include the total face anmount of
unmat ur ed Federal Financing Bank nortgage notes.
Account 4210. 22, Federal Financing Bank Notes - Unadvanced, Dr.,
shal |l be charged and this account credited upon execution of the
not es.

(b) If principal installnents are not paid at the maturity
date, the anount due shall be transferred to Account 4050,
Current Maturities - Long-Term Debt.

REA 4210.15 Bank for Cooperatives notes.

(a) This account shall include the total face anmount of
unmat ured Bank for Cooperatives nortgage notes.
Account 4210. 23, Bank for Cooperatives Notes - Unadvanced, Dr.,
shall be charged and this account credited upon execution of the
not es.

(b) If principal installnents are not paid at the maturity
date, the anmount due shall be transferred to Account 4050,
Current Maturities - Long-Term Debt.

REA 4210.16 Rural Telephone Finance Cooperative notes.

(a) This account shall include the total face anmount of
unmat ured Rural Tel ephone Finance Cooperative nortgage notes.



Account 4210. 24, Rural Tel ephone Fi nance Cooperative Notes -
Unadvanced, Dr. shall be charged and this account credited upon
execution of the notes.

(b) If principal installnents are not paid at the maturity
date, the anount due shall be transferred to Account 4050,
Current Maturities - Long-Term Debt.

REA 4210.17 REA notes - deferred interest.

(a) This account shall include interest accrued on REA
nort gage notes, the paynent of which has been deferred in
accordance with the terns of the notes or extension agreenents.
The offsetting charge shall be to Account 7510, Interest on
Funded Debt, for O ass A conpanies and Account 7500, Interest
and Related Itens, for C ass B conpani es.

(b) If interest paynents are not nade at the due date, this
account shall be debited and Account 4010.21, Accounts Payabl e
to Nonaffiliated Conpanies, credited with the anmount of the
mat ured interest.

REA 4210.18 REA notes - advance payments, dr.

This account shall include all paynents on REA nortgage notes
made in advance of the due date and not applied to a specific
quarterly paynent. As these paynents are applied to specific
notes, this account shall be credited and the | ong-term debt and
interest liability accounts debited.

REA 4210.19 Funded debt - other - unadvanced, dr.

(a) This account shall include the total face anmount of
notes executed to others, for which funds have not been
recei ved.

(b) This account shall be credited and Account 1130.1/
1120. 11, Cash - CGeneral Funds, debited when funds are received
fromthe | ender.

REA 4210.20 REA notes - unadvanced, dr.

(a) This account shall include the total face anobunt of REA
nort gage notes for which funds have not been received.

(b) This account shall be credited and Account 1130. 2/
1120. 12, Cash - Construction Fund Trustee, debited when funds
are received from REA

REA 4210.21 Telephone Bank notes - unadvanced, dr.
(a) This account shall include the total face anmount of

Rural Tel ephone Bank nortgage notes for which funds have not
been recei ved.



(b) This account shall be credited and Account 1130. 2/
1120. 12, Cash - Construction Fund Trustee, debited when funds
are received fromthe Rural Tel ephone Bank.

REA 4210.22 Federal Financing Bank notes - unadvanced, dr.

(a) This account shall include the total face anmount of
Federal Fi nancing Bank nortgage notes for which funds have not
been received.

(b) This account shall be credited and Account 1130. 2/
1120. 12, Cash - Construction Fund Trustee, debited when funds
are received fromthe Federal Financing Bank.

REA 4210.23 Bank for Cooperatives notes - unadvanced, dr.

(a) This account shall include the total face anmobunt of Bank
for Cooperatives nortgage notes for which funds have not been
recei ved.

(b) This account shall be credited and Account 1130. 2/
1120. 12, Cash - Construction Fund Trustee, debited when funds
are received fromthe Bank for Cooperatives.

REA 4210.24 Rural Telephone Finance Cooperative notes -
unadvanced, dr.

(a) This account shall include the total face anmount of
Rural Tel ephone Fi nance Cooperative nortgage notes for which
funds have not been received.

(b) This account shall be credited and Account 1130. 2/
1120. 12, Cash - Construction Fund Trustee, debited when funds
are received fromthe Rural Tel ephone Finance Cooperati ve.

u32.4220 Premium on long-term debt.

(a) This account shall include the prem um associated with
all classes of long-termdebt. Premum as applied to securities
i ssued or assuned by the conpany, neans the excess of the current
nmoney val ue received at their sale over the sumof their book or
face amount and interest or dividends accrued at the date of the
sal e.

(b) Amounts included in this account shall be anortized
nmonthly by the interest method and credited to Account 7510,
| nterest on Funded Debt. (Note also u32.4210(c) of this
Subpart.)

(c) Subsidiary records shall be maintained to identify the
prem um attributable to each issue.



u32.4230 Discount on long-term debt.

(a) This account shall include the discount associated with
all classes of long-termdebt. Discount, as applied to
securities issued or assuned by the conpany, neans the excess of
t he book or face anmount of the securities plus interest or
di vi dends accrued at the date of the sale over the current noney
val ue of the consideration received at their sale.

(b) Amounts included in this account shall be anortized
monthly by the interest method and charged to Account 7510,
| nterest On Funded Debt. (Note also u32.4210(c) of this
Subpart.)

(c) Subsidiary records shall be maintained to identify the
di scount attributable to each issue.

u32.4240 Reacquired debt.

This account shall include the face amount of debt reacquired
prior to maturity that has not been retired. Gain or |oss shal
be recognized at the tinme of reacquisition by credits or charges
to Account 7360, O her Nonoperating Income, except that materi al
gains or losses shall be treated as extraordinary. (See
Accounts 7610, Extraordinary Incone Credits, and 7620,

Extraordi nary I ncone Charges.)

u32.4250 Obligations under capital leases.

(a) This account shall include the noncurrent portion of
obl i gations applicable to property obtained under capital |eases.

(b) Amounts subject to current settlenent shall be included
in Account 4060, Current Maturities - Capital Leases.

u32.4260 Advances from affiliated companies.

(a) This account shall include the anobunt of advances from
affiliated conpani es.

(b) Amounts due affiliated conpani es which are subject to
current settlenent shall be included in Account 4010 or 4020, as
appropri ate.
u32.4270 Other long-term debt.

This account shall include |ong-termdebt not provided for
el sewher e.

REA 4270.1 Members®™ redeemable equity certificates subscribed
but unissued.

(a) This account shall include the face anmount of nenbers’
equity certificates which are redeenabl e at sone specified






future date for which subscriptions have been received but for
whi ch certificates have not been issued. This account shall be
credited at the tinme the subscription is received and

Account 1350. 3, Subscriptions to Menbers' Equity Certificates,
debi t ed.

(b) This account shall be debited and Account 4270. 2,
Menmbers' Redeemabl e Equity Certificates |Issued, credited when a
subscri ber has paid the subscription in full and the equity
certificates are issued.

REA 4270.2 Members®™ redeemable equity certificates issued.

Thi s account shall include the face anobunt of outstanding
menbers' equity certificates which are redeemabl e at sone
specified future date. A subsidiary nenbers' redeemable equity
certificate record shall be maintained to reflect the detail of
t he bal ance in this account.

REA 4270.3 Other long-term debt.

Thi s account shall include |ong-termdebt not provided for
el sewhere.

u32.4310 Other long-term liabilities.

(a) This account shall include anmobunts accrued to provide for
such itens as unfunded pensions (if actuarially determ ned),
death benefits, deferred conpensation costs and other |ong-term
l[iabilities not provided for el sewhere.

(b) Subsidiary records shall be maintained to identify the
nature of the itens included herein.

u32.4320 Unamortized operating investment tax credits - net.

(a) This account shall be credited and Account 7210,
Operating Investnent Tax Credits - Net, should be debited with
investnment tax credits generated fromqualified expenditures
related to regul ated operations which the conpany defers rather
t han recogni zes currently in incone.

(b) This account shall be debited and Account 7210 credited
with a proportionate anount determned in relation to the period
of time used for conputing book depreciation on the property to
which the tax credit rel ates.

u32.4330 Unamortized nonoperating investment tax credits - net.

(a) This account shall be credited and Account 7410,
Nonoperating I nvestnment Tax Credits - Net, shall be debited with
investnment tax credits generated fromqualified expenditures
related to other operations which the conpany has elected to
defer rather than recognize currently in incone.



(b) This account shall be debited and Account 7410 credited
with a proportionate anount determned in relation to the useful
book life of the property to which the tax credit rel ates.

u32.4340 Net noncurrent deferred operating income taxes.

(a) This account shall include the bal ance of incone tax
expense related to noncurrent itens fromregul ated operations
whi ch have been deferred to later periods as a result of
conprehensive interperiod tax allocation related to timng
di fferences that arise fromregul ated operati ons.

(b) This account shall be credited or debited as appropriate,
and Account 7250, Provision for Deferred Operating |Incone Taxes -
Net, shall reflect the offset for the tax effect of revenues and
expenses fromregul ated operati ons which have been included in
the determ nation of taxable income, but which will not be
included in the determ nation of book inconme or for the tax
effect of revenues and expenses from regul ated operations which
have been included in the determ nation of book inconme prior to
the inclusion in the determ nation of taxable incone.

(c) As regulated assets or liabilities which generated the
prepaid incone tax or deferred income tax are reclassified from
| ong-term or noncurrent status to current status, the appropriate
deferred incone tax shall be reclassified fromthis account to
Account 4100, Net Current Deferred Operating |Inconme Taxes.

(d) The classification of deferred incone taxes as current or
noncurrent shall follow the classification of the asset or
l[tability that gave rise to the deferred incone tax. |If there is
no related asset or liability, classification shall be based on
t he expected turnaround of the tax timng difference.

(e) Subsidiary record categories shall be maintained in order
that the conpany nay separately report the anobunts contai ned
herein that are property related and those that are nonproperty
related. Such subsidiary record categories shall be reported as
required by Part 43 of this Conmm ssion's Rul es and Regul ati ons.

u32.4350 Net noncurrent deferred nonoperating income taxes.

(a) This account shall include the bal ance of incone tax
expense (Federal, state and |ocal) that has been deferred to
| ater periods as a result of conprehensive interperiod tax
allocation related to nonoperating timng differences.

(b) This account shall be credited or debited, as
appropriate, and Account 7450, Provision for Deferred
Nonoperati ng I nconme Taxes - Net, shall reflect the offset for the
tax effect of revenues from other operations and extraordi nary
itens and nonoperating expense which have been included in the
determ nation of taxable income, but which will not be included
in the determ nation of book inconme or for the tax effect of



nonoper ati ng expenses and extraordinary itens and nonoperating
i ncome whi ch have been included in the determ nation of book
income prior to the inclusion in the determ nation of taxable
i ncone.

(c) As other assets or liabilities which generated the
prepaid incone tax or deferred income tax are reclassified from
l ong-termor non-current status to current status, the
appropriate deferred incone tax shall be reclassified fromthis
account to Account 4110, Net Current Deferred Nonoperating |ncone
Taxes.

(d) This account shall also include the balance of the incone
tax effect (Federal, State and local) related to noncurrent
extraordinary itenms which have been included in the determ nation
of taxable inconme in a period different fromwhen it is included
in the determ nation of book inconme, that is, nore than one year.

(e) This account shall be charged or credited with the contra
anount recorded to Account 7640, Provision for Deferred |Incone
Tax Effect of Extraordinary Itens - Net, in accordance with
par agraph u32.22 of Subpart B.

(f) As the extraordinary item which generated the deferred
i ncone tax becones current, the appropriate deferred incone tax
shall be reclassified fromthis account to Account 4110, Net
Current Deferred Nonoperating | ncone Taxes.

(g) The classification of deferred incone taxes as current or
noncurrent shall follow the classification of the asset or
l[tability that gave rise to the deferred incone tax. |If there is
no related asset or liability, classification shall be based on
t he expected turnaround of the tax timng difference.

(h) Subsidiary record categories shall be maintained in order
that the conpany may separately report the anounts contai ned
herein that are property related and those that are nonproperty
related. Such subsidiary record categories shall be reported as
required by Part 43 of this Conmm ssion's Rul es and Regul ati ons.

U32.4360 Other deferred credits.

This account shall include the anobunt of all deferred credits
not provided for el sewhere, such as anobunts awaiting adj ustnment
bet ween accounts; and revenue, expense, and incone itens in
suspense.

u32.4370 Other jurisdictional liabilities and deferred
credits - net.

This account shall include the cumul ative inpact on
liabilities and deferred credits of the jurisdictional ratemnmaking
practices which vary fromthose of this Conm ssion. All entries
recorded in this account shall be recorded net of any applicable



i ncone tax effects and shall be supported by appropriate
subsidiary records where necessary as provided for in u32.13 of
Subpart B.

u32.4510 Capital stock.

(a) This account shall include the par value, stated anount,
or in the case of no-par stock, the amount received for capital
stock issued and out st andi ng.

(b) Subsidiary records shall be nmaintained so as to show
separately each class of stock

(c) This account shall be charged with the book anount of any
stock retired.

u32.4520 Additional paid-in capital.

(a) This account shall include the difference between the net
proceeds (including discount, prem um and stock issuance expense)
received fromthe issuance of capital stock and the anount
i ncl udabl e in Account 4510, Capital Stock, unless such difference
results in a debit balance for that class of stock, in which case
t he amount shall be charged to Account 4550, Retained Earnings.

(b) This account shall also include gains arising fromthe
retirement and cancellation of capital stock. Losses from
retirenment and cancellation of capital stock shall be charged to
this account to the extent that there exist credits in this
account for the sane class of stock; otherw se to Account 4550.

u32.4530 Treasury stock.

This account shall include the cost of the conpany's own
capital stock which has been issued and subsequently reacquired
but not retired or resold.

u32.4540 Other capital.

Thi s account shall include anbunts which are credits arising
fromthe donation by stockhol ders of the conpany's capital stock,
capital recorded upon the reorgani zation or recapitalization of
the conpany and tenporary declines in the val ue of marketabl e
securities held for investnent purposes. (See also Account 1401,
I nvestnent in Affiliated Conpanies.)

REA 4540.11 Capital stock subscribed.

(a) This account shall include the par value of capita
stock for which legally enforceabl e subscriptions have been
recei ved but for which, at the date of the bal ance sheet, stock
certificates have not been issued.



(b) This account shall be debited and Account 4510, Capital
Stock, credited when a subscriber has paid the subscription in
full and stock certificates are issued.

REA 4540.12 Memberships subscribed but unissued.

(a) This account shall include the face anmount of
menber shi ps subscri bed but not issued. This account shall be
credited at the tinme the subscription is received and
Account 1350. 2, Subscriptions to Menberships, debited.

(b) This account shall be debited and Account 4540. 21,
Menber shi ps | ssued, credited when a subscriber has paid the
subscription in full and the menbership certificates are issued.

REA 4540.13 Members®™ equity certificates subscribed but
unissued.

(a) This account shall include the face anmount of nenbers’
equity certificates subscribed but not issued. This account
shall be credited at the tinme the subscription is received and
Account 1350. 3, Subscriptions to Menbers' Equity Certificates,
debi t ed.

(b) This account shall be debited and Account 4540. 22,
Menmbers' Equity Certificates |Issued, credited when a subscri ber
has paid the subscription in full and the nenbers' equity
certificates are issued.

REA 4540.21 Memberships issued.

This account shall include the face anount of nenbership
certificates outstanding. A subsidiary nmenbership certificate
record shall be maintained to reflect the detail of the bal ance
in this account.

REA 4540.22 Members®™ equity certificates issued.

This account shall include the face anount of nenbers' equity
certificates outstanding. A subsidiary nmenbers' equity
certificate record shall be maintained to reflect the detail of
t he bal ance in this account.

REA 4540.23 Members® equity - other.

This account shall include credit anpbunts arising from
donations, forfeitures of nenbership fees, forgiveness of debts
of the cooperative, and nenber's equities not otherw se provided
for.

REA 4540.31 Installments paid on capital stock.

(a) This account shall include the anobunt of install nments
paid on capital stock on a partial or installnment paynent plan



by subscri bers against whomthere is no |legally enforceable
subscription contract, and who are entitled to be rei nbursed the
princi pal amobunt of their paynents, with or without interest, in
the event they fail to conplete paynent for the stock and
receive certificates therefore.

(b) This account shall be debited and Account 4510, Capital
Stock, credited with the par value of capital stock when the
total subscription is received and the stock certificates are
i ssued. Any difference between the purchase price of the
subscription and the par value of the stock shall be credited to
Account 4520, Additional Paid-In Capital

(c) A subsidiary | edger shall be maintained to record for
each subscriber, the anount subscribed, paynents nade, and the
bal ance due. The balance in this account shall be reconciled
monthly with the subscription | edger

REA 4540.32 Installments paid on memberships subscribed.

(a) This account shall include the anobunt of install nments
paid by prospective nmenbers on nenbership subscriptions agai nst
whom there is no | egally enforceable subscription contract, and
who are entitled to be reinbursed for the principal anmount of
their paynments, with or without interest, in the event they fai
to conpl ete paynment for the nmenbership and receive certificates
t herefor.

(b) This account shall be debited and Account 4540. 21,
Menber shi ps I ssued, credited wwth the face anmount of the
menber shi p when the total subscription is received and the
menbership certificates are issued.

(c) A subsidiary | edger shall be maintained to record for
each subscriber, the anmount subscribed, paynents nmade, and the
bal ance due. The balance in this account shall be reconciled
monthly with the subscription | edger

REA 4540.33 Installments paid on equity certificates
subscribed.

(a) This account shall include the anobunt of install nments
paid by prospective nmenbers on equity certificate subscriptions
agai nst whomthere is no legally enforceabl e subscription
contract, and who are entitled to be reinbursed for the
princi pal amount of their paynents, with or without interest, in
the event they fail to conplete paynent for the nmenbership and
receive equity certificates therefor.

(b) This account shall be debited and Account 4540. 22,
Menmbers' Equity Certificates Issued, credited with the face
anmount of the nenbershi ps when the total subscriptionis
received and the equity certificates are issued.



(c) A subsidiary | edger shall be maintained to record for
each subscriber, the anount subscribed, paynents nade, and the
bal ance due. The balance in this account shall be reconciled
monthly with the subscription | edger

REA 4540.41 Other capital - miscellaneous.

This account shall include anmounts which are credits arising
fromcapital recorded upon the reorganization or recapitali-
zation of the conpany and tenporary declines in the val ue of
mar ket abl e securities held for investnent purposes.

u32.4550 Retained earnings.

(a) This account shall include the undistributed bal ance of
retai ned earnings derived fromthe operations of the conpany and
fromall other transactions not includable in the other accounts
appropriate for inclusion of stockhol ders' equity.

(b) Subsidiary records shall be maintai ned wherein are
recorded all entries to retained earnings during the year such
that the detail of the entries may be disclosed to this
Comm ssi on.

REA 4550.1 Operating margins.

This account shall include amounts received or receivable
fromthe furnishing of tel ecomunications service in excess of
costs incurred in the furnishing of such service. |If costs

exceed revenues, the excess cost of furnishing _ _
t el ecommuni cati ons service shall be recorded as a debit to this
account .

REA 4550.2 Nonoperating margins.

Thi s account shall include margins arising fromtransactions
or activities not related to the furnishing of
t el ecomuni cations service. Included in this account are

recei pts frominvestnents, incone frominvestnents, income from
nonoperating plant, and revenues derived from services perfornmed
for others incident to the conpany's regul at ed

t el ecommuni cati ons operati ons.

REA 4550.3 Other margins.

(a) This account shall include patronage capital credits
assigned to the cooperative by other nonprofit organi zations
prior to January 1, 1970, which were not credited directly to an
operati ng expense account as a reduction in the cost of
furni shing tel ecomuni cati ons servi ce.

(b) No entries shall be nade to this account unless it is to
distribute or elimnate prior balances in conformance with the
byl aws of the cooperati ve.



REA 4550.4 Patronage capital assignable.

This account shall include all anpbunts transferred from
operating margi ns, nonoperating margins, and other margin
accounts which are assignable to individual patrons.

REA 4550.5 Patrons® capital credits assigned.

This account shall include the anbunts of patronage capita
whi ch have been credited to individual patrons. A subsidiary
patronage capital |edger shall be nmaintained so as to reflect
t he amount of capital furnished by each patron and the anmount of
such capital returned to the patron.

REA 4550.6 Gain on the retirement of capital credits.

(a) This account shall include credits resulting fromthe
retirement of patronage capital through settlenment of individual
patrons' accounts at | ess than 100 percent of the capital
assigned to the patron. The portion of patronage capital not
returned to patrons under such settlenments shall be debited to
Account 4550.5, Patrons' Capital Credits Assigned, and credited
to this account.

(b) This account shall also include anpbunts representing
patronage capital authorized to be retired to patrons who cannot
be | ocated. Returned checks issued for retirenments of patronage
capital, after an appropriate waiting period, shall be credited
to this account and a record shall be naintai ned adequate to
enabl e the cooperative to make paynent to the patron if and when
a claimhas been established by the patron.

SUBPART D - INSTRUCTIONS FOR REVENUE ACCOUNTS
u32.4999 General.

(a) Purpose of revenue accounts. The revenue accounts are
intended to include the actual cash inflows (or equival ents) that
have or will occur as a result of the conpany's ongoi ng maj or or
central operations during the period. They will include the
revenues which arise fromfurnishing regul ated tel ecomruni cati ons
services to others, fromdirectory advertising, rentals of
t el ecommuni cati ons assets and from provi di ng other services which
are directly associated with the provision of regul ated
t el ecommuni cati ons servi ces.

(b) Deductions fromrevenue. Corrections of overcharges,
aut hori zed refunds of over collections previously credited to
revenue, authorized refunds and adjustnments on account of failure
in service, and other corrections shall be charged to the revenue
account previously credited with the anounts invol ved.

(c) Commissions. Conmissions paid to others or enployees in
pl ace of conpensation or salaries for services rendered, such as



public tel ephone conm ssions, shall be charged to Account 6623,
Cust omer Services, and not to the revenue accounts.

(d) Revenue recognition. Credits shall be made to the
appropriate revenue accounts when such revenue is actually
earned. Wen the billing cycle enconpasses nore than on
accounting period, adjustnents are necessary to properly
recogni ze the revenue applicable to the current accounting period
under report. Revenues recorded under the terns of two-tier
contracts or other variable paynent plans should be deferred, if
necessary, and recognized ratably with expenses over the term of
related contract. Any amounts deferred shall be credited to
Account 4360, O her Deferred Credits.

(e) Contractual arrangenents. Charges and credits resulting
fromactivities associated with the provision of regul ated
t el ecommuni cati ons services shall be recorded in a manner
consistent wwth the nature of the underlying contractual
arrangenments. The charges and credits resulting from expense
sharing or apportionnment arrangenents associated with the
provi sion of regul ated tel econmuni cations services shall be
recorded in the detailed regulated accounts. Charges and credits
resulting fromrevenue settl enent agreenments or other revenue
pool i ng arrangenents associated with the provision of regul ated
t el ecommuni cati ons services shall be included in the appropriate
revenue accounts. Those charges and credits resulting from
contractual revenue pooling and/or sharing agreenent shall be
recorded in each prescribed revenue account and prescri bed
subsidiary record categories thereof to the extent that each is
separately identifiable in the settlenent process. It is not
i ntended that settlenment anounts be allocated or generally spread
to the individual revenue accounts where they are not separately
identifiable in the settlenment process. Wen settlenent anmounts
are not identifiable by a revenue account they shall be recorded
in Account 5069, O her Local Exchange Revenue Settlenents; 5129,
O her Long Distance Private Network Revenue Settlenents; 5169,
O her Long Distance Revenue Settlenents; or 5269, O her Revenue
Settlenents, as appropriate.

(f) Subsidiary records - jurisdictional subdivisions.

(1) Subsidiary record categories shall be maintained in order
that the conpany may separately report revenues derived from
charges inposed under intrastate, interstate and international
tariff fillings. Such subsidiary record categories shall be
reported as required by Part 43 of this Conm ssion's Rules and
Regul ati ons.

(2) This jurisdictional subsidiary record requirenment applies
to all accounts except the Network Access Services G oup where
separate accounts have been established for Federal and state
access revenues.

(g) Structure of revenue accounts.



(1) The revenue section of the system of accounts shall be
organi zed by revenue group sunmmary account, account and
subsidiary record category (if required).

(2) The revenue section of this system of accounts shall be
conprised of five major groups - Local Network Services Revenues,
Net wor k Access Services Revenues, Long Di stance Network Services
Revenues, M scell aneous Revenues, and Uncol |l ecti bl e Revenues,
whi ch shall be considered as a revenue group for the purposes of
the construction of the system

(3) Sunmmary accounts within revenue groups shall be used to
descri be aggregations of two or nore accounts having a certain
comonal ity. Summary accounts are assigned nunbers so that they
may be used by C ass A tel ephone conpani es to aggregate accounts
for reporting purposes; and, as specifically directed, so that
they nmay be used as accounts by Cl ass B tel ephone conpani es.

(4) Accounts shall be maintained as prescribed in this
Section subject to the conditions described in u32.13 of
Subpart B. In certain instances, subsidiary record categories
may be required bel ow the account |evel by this system of
accounts or by Conmm ssion order.

(h) Local Network Services revenues. Local Network Services
revenues (Accounts 5000-5069) shall include revenues derived from
the provision of service and equi pnent entirely within the basic
service area. That area is defined as the nornmal boundaries for
| ocal calling plus Extended Area Service (EAS) boundaries as they
apply to that service. It includes revenues derived from both
| ocal private network service and | ocal public network services
as well fromcustoner premses facilities services. Loca
revenues include associ ated charges such as one-tinme service
connection or termnation charges and secondary features such as
call waiting.

(1) Network Access revenues.

(1) Network Access revenues (Accounts 5080-5084) shal
i ncl ude revenues derived fromthe provision of exchange access
services to an interexchange carrier or to an end user of
t el ecomuni cati ons services beyond the exchange carrier's
net wor K.

(2) Billing and collections service provided under exchange
access tariffs shall be included in the M scell aneous Revenue
G oup.

(j) Long Distance Network Service revenues. Long D stance
Net wor k Servi ce revenues shall include revenues derived fromthe
provi sion of services beyond the basic service area whether
message or flat-rate and including public network switching as
wel | as private.



(k) M scellaneous revenues. M scell aneous revenues are those
revenues derived fromthe provision of regul ated products and
services provided under tariff or contract but not contained
el sewhere. They shall also include operating revenue derived
fromactivities performed incident to the conpany's tariffed
t el ecommuni cati ons operations which, though non-tariffed, are
included in the regul atory process.

(1) Nonregul ated revenues. The nonregul ated revenue account
shal | be used for nonregul ated operating revenues when a
nonregul ated activity involves the common or joint use of assets
or resources in the provision of regulated and nonregul at ed
products or services and when such activity is accounted for, as
required in 032.23(c) of this subpart, within the accounts
prescribed in this systemfor tel ephone conpany operations.
Revenues fromnontariffed activities offered incidental to
tariffed services may be accounted for as regul ated revenues,
provided the activities are outgrowths of regul ated operations
and the revenues do not exceed, in the aggregate, one percent of
total revenues for three consecutive years. Such activities nust
be listed in the Conm ssion-approved Cost Allocation Manual for
any conpany required to file a Cost Allocation Mnual.

(m Uncollectible revenues. Uncollectible revenues shall
i nclude anounts originally credited to the revenue accounts which
have proved inpracticable of collection.

(n) Revenue accounts to be nmaintained.

| NCOVE STATEMENT ACCOUNTS

Class A Class B
Account Title Account Account
Local Network Services Revenues:
Basi ¢ | ocal service revenue 1 5000 5000
Basi ¢ area revenue 5001
Optional extended area revenue 5002
Cel l ul ar nobil e revenue 5003
O her nobil e services revenue 5004
Publ i c tel ephone revenue 5010
Local private line revenue 5040
Cust omrer prem ses revenue 5050
O her | ocal exchange revenue 5060

O her | ocal exchange revenue settlenents 5069

Net wor kK Access Servi ces Revenues:

Net wor k access revenue 1 5080 5080
End user revenue 5081 5081
Swi t ched access revenue 5082 5082
Speci al access revenue 5083 5083

St ate access revenue 5084 5084



Class A Class B

Account Title Account Account
Long Di stance Network Services Revenues:
Long di stance nessage revenue 5100 5100
Uni di rectional |ong distance revenue 1 5110
Long di stance i nward-only revenue 5111
Long di stance outward-only revenue 5112
Long di stance private network revenue 1 5120
Subvoi ce grade | ong di stance private
network revenue 5121
Voi ce grade | ong distance private
network revenue 5122
Audi o program grade | ong di stance
private network revenue 5123
Vi deo program grade | ong di stance
private network revenue 5124
Digital transm ssion |ong distance
private network revenue 5125
Long di stance private network
Swi t chi ng revenue 5126
O her long distance private network
revenue 5128
O her long distance private network
revenue settlenents 5129
O her long di stance revenue 5160
O her long distance revenue settl enents 5169
M scel | aneous Revenues:
M scel | aneous revenue 5200
Directory revenue 5230
Rent revenue 5240
Cor por at e operations revenue 5250
M scel | aneous revenue 1 5260
Special billing arrangenents revenue 5261
Cust oner operations revenue 5262
Pl ant operations revenue 5263
O her incidental regul ated revenue 5264
O her revenue settlenments 5269
Carrier billing and collection revenue 5270
Nonr egul at ed Revenues:
Nonr egul at ed operating revenue 5280 5280
Uncol | ecti bl e Revenues:
Uncol | ecti bl e revenue 1 5300 5300
Uncol | ecti bl e revenue - tel ecomuni -
cations 5301
Uncol | ecti bl e revenue - ot her 5302

1 To be used by Cass A tel ephone conpanies to summarize
accounts for reporting purposes.



u32.5000 Basic local service revenue.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 5001 through 5004. C ass B tel ephone conpani es shal
use this account for revenues of the type and character required
of Class A conpanies in Accounts 5001 t hrough 5069.

u32.5001 Basic area revenue.

(a) This account shall include revenue derived fromthe
provi sion of basic area nessage services such as flat rate
services and neasured services. Included is revenue derived from

non-optional extended area services. Also included in revenue
derived fromthe billed or guaranteed portion of sem -public
servi ces.

(b) Revenue derived from charges for nonpublished nunbers or
addi tional and bol dfaced listings in the al phabetical section of
the conpany's tel ephone directories shall be included in
Account 5230, Directory Revenue.

u32.5002 Optional extended area revenue.

Thi s account shall include total revenue derived fromthe
provi si on of optional extended area service.

u32.5003 Cellular mobile revenue.

Thi s account shall include nmessage revenue derived from
cellular nobile tel ecommuni cati ons systens connected to the
public switched network placed between nobile units and ot her
stations within the nobile service area.

U32.5004 Other mobile services revenues.

(a) This account shall include nmessage revenue derived from
general radio tel ecommunications systens connected to the public
swi tched network placed between nobile units and other stations
within the nobile service area, as well as revenue from nobil e
radi o pagi ng, nobile dispatching, and signaling services.

(b) Revenue from private nobile tel ephone services which do
not have access to the public swtched network shall be included
in Account 5264, O her Incidental Regul ated Revenue.

u32.5010 Public telephone revenue.
Thi s account shall include nessage revenue (e.g., coin paid)

derived from public and sem -public tel ephone services provided
wi thin the basic service area.



u32.5040 Local private line revenue.

This account shall include revenue derived fromlocal services
that involve dedicated circuits, private switching arrangenents,
and/ or predefined transm ssion paths, whether virtual or
physi cal, which provide comuni cations between specific |ocations
(e.g., point-to-point comunications). It includes revenue from
subvoi ce grade, voice grade, audio and video program grade,
digital transm ssion and |ocal private network swtching as well
as the revenue fromadm nistrative and operational support
services associated with private network services and facilities,
e.g., charges for conpany-directed testing, expedited
installation, and service restoration priority.

u32.5050 Customer premises revenue.

Thi s account shall include revenue derived fromtariffed
information origination/term nation plant. Included is revenue
derived fromthe provision under |easing arrangenents of tariffed
custoner prem ses equi pnent (CPE), term nal equi pnent, station
apparatus and | arge private branch exchanges as well as tariffed
nonrecurring charges related solely to station apparatus. Al so
included are all tariffed charges for custoner prem ses
activities and facilities not related solely to station
appar at us.

u32.5060 Other local exchange revenue.

This account shall also include revenue fromthe provision of
secondary features which are integrated with the tel econmuni ca-
tions network such as call forwarding, call waiting and touch-
tone line service. Also included is revenue derived fromthe
provi sion of public announcenent and other record nessage
services, directory assistance and other call conpletion services
(excl udi ng operator assisted basic |long distance calls), as well
as revenue derived fromcentral office related service connection
and term nation charges, and other non-prem se custoner specific
charges associated with public network services. This account
shal |l al so include |ocal revenue not provided for in other
accounts.

u32.5069 Other local exchange revenue settlements.

This account shall include the charges and credits resulting
fromcontractual revenue pooling and/or sharing agreenent for
tariffed local network services only when they are not separately
identifiable by |ocal network services revenue accounts in the
settlement process. (See also 032.4999(e) of this subpart.) To
the extent that the charges and credits resulting froma
settl ement process can be identified by Local Network Services
Revenue account they shall be recorded in the applicable account.



u32.5080 Network access revenue.

(a) This account nunber shall be used by Cass A and C ass B
t el ephone conpanies to sumari ze for reporting purposes the
contents of Accounts 5081 through 5084. It shall include revenue
derived fromthe provision of exchange access services to an
i nt erexchange carrier or to an end user of teleconmunications
servi ce beyond the exchange carrier's network.

(b) Accounts 5081 through 5083 are for federally tariffed
access charges while Account 5084 is to be used for state
tariffed access charges.

u32.5081 End user revenue.

This account shall contain the federally tariffed nonthly fl at
rate charge assessed upon end users.

u32.5082 Switched access revenue.

(a) This account shall consist of federally tariffed charges
assessed to interexchange carriers for access to |ocal exchange
facilities.

(b) Subsidiary record categories shall be maintained in order
that the conpany nay separately report the anobunts contai ned
herein that relate to l[imted pay tel ephone, carrier common |ine,
l[ine termnation, |local switching, interception, information,
comon transport and dedicated transport. Such subsidiary record
categories shall be reported as required by Part 43 of this
Comm ssion's Rul es and Regul ati ons.

u32.5083 Special access revenue.

(a) This account shall include all federally tariffed charges
assessed for other than end user or switched access charges
referred to in Account 5081, End User Revenue, and Account 5082,
Swi t ched Access Revenue.

(b) Subsidiary record categories shall be maintained in order
that the conpany may separately report the anounts contai ned
herein that relate to recurring charges, nonrecurring charges and
surcharges. Such subsidiary record categories shall be reported
as required by Part 43 of this Comm ssion's Rul es and
Regul ati ons.

u32.5084 State access revenue.

(a) This account shall include all state tariffed charges
assessed by | ocal exchange carriers upon interexchange carriers
and end users access for access to |ocal exchange network for
intrastate tel ecomuni cati ons.



(b) Billing and col |l ections services provided under exchange
access tariffs shall be included in Account 5270, Carrier Billing
and Col | ecti on Revenue.

u32.5100 Long distance message revenue.

(a) This account shall be used by C ass A tel ephone conpanies
for revenues derived from nessage services that term nate beyond
the basic service area of the originating wire center and are
individually priced. This includes those nessage services which
utilize the public lIong distance switching network and the basic
subscri ber access subscriber access line. (See also
Account 5111, Long D stance I nward-Only Revenue, and
Account 5112, Long D stance Qutward-Only Revenue.) It also
i ncl udes those | ong distance calls placed fromnobile and public
t el ephones, as well as any charges for operator assistance or
special billing directly related to the conpletion of a specific
call. This account shall also include revenue derived from
individually priced nmessage services offered under calling plans
(di scounted | ong di stance) which do not utilize dedi cated access
lines, as well as those priced at the basic |ong distance rated
where a discounted toll charge is on a per nessage basis. Any
revenue derived fromnonthly or ones-tinme charges for obtaining
calling plan services shall be included in this account.

(b) dass B tel ephone conpanies shall use this account for
revenues of the type and character required of C ass A conpanies
in Accounts 5100 through 5169.

032.5110 Unidirectional long distance revenue.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 5111 and 5112. It shall include revenue derived from
| ong di stance services which permt unidirectional calls to a
subscri ber from specified service areas or which permt the
subscri ber to place tel ephone calls fromone |ocation to other
specified services areas. It shall also include revenue derived
fromtoll calling plans which enbody flat-rate or neasured tine
toll service. (See also Account 5100, Long Di stance Message
Revenue.)

u32.5111 Long distance inward-only revenue.

This account shall include the revenue derived froml ong
di stance services which permt unidirectional calls to a
subscri ber from specified services areas (multi point-to-point
service). These calls require the use of dedicated access |lines
connecting a subscriber's prem ses and a designated central
office. These dedicated access lines are generally separate from
those required for the subscriber to place outward calls. The
call is billed to the subscriber even though it is generally
initiated by the subscriber's custonmer or correspondent.



u32.5112 Long distance outward-only revenue.

This account shall include revenue derived fromlong distance
services which permt the subscriber to place tel ephone calls
fromone location to other specified service areas (point-to-
mul ti point service). These calls are conpleted w thout operator
assi stance and require the use of a dedicated access line. The
dedi cated access line is generally separate fromthose required
for inward nessage services and cannot be used to place calls
within the basic service area or calls outside the selected
service areas. Qutward calls are screened and bl ocked to
determ ne whether the calls are within an authorized service
ar ea.

u32.5120 Long distance private network revenue.

(a) This account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 5121 through 5129. It shall include revenue derived
from servi ces extendi ng beyond the basic service area that
i nvol ve dedicated circuits, private sw tching arrangenents,
and/ or predefined transm ssion paths, whether virtual or
physi cal, which provide comuni cations between specific |ocations
(e.g., point-to-point conmmuni cations).

(b) Service connection charges, term nation charges,
rearrangenents and changes, etc., shall be included in each
account to which they apply. Revenue derived from associ at ed
adm ni strative and operational support services shall be included
in Account 5128, O her Long Di stance Private Network Revenue.

u32.5121 Subvoice grade long distance private network revenue.

Thi s account which consists of revenue from narrow band anal og
private network circuits and facilities furnished exclusively
fromrecord forns of conmmuni cations, such as teletypewiter
tel etypesetter, telewiter, ticker, Mrse, signaling, renote
nmet eri ng, and supervi sory services.

u32.5122 Voice grade long distance private network revenue.

Thi s account consists of revenue fromprivate network circuits
and facilities (including nmultipurpose w de-band) which provide
voi ce grade services for the transm ssion of analog signals. It
i ncl udes revenue from services such as voice, data and tel ephoto
communi cation, as well as renote netering, supervisory control
m scel | aneous signaling and channels furnished for the purpose of
ext endi ng custoner provided comruni cations systens. It includes
revenue fromthe provision of facilities between custoner
prem ses and (a) a serving office, (b) a carrier distribution
point or (c) an extension distribution channel, except when
furni shed as a subscriber access |line under an unidirectional
| ong di stance service (in which case the revenue should be



i ncluded in Account 5111, Long Di stance Inward-Only Revenue, or
Account 5112, Long D stance Qutward-Only Revenue.

u32.5123 Audio program grade long distance private network
revenue.

(a) This account consists of revenue from private network
circuits and facilities furnished for audi o programtransm ssion
pur poses, such as radi o broadcasting, sound recording (wred
musi ¢c) and | oud speaker services. It includes revenue fromthe
provision of facilities for the transm ssion of anal og signals
bet ween customer prem ses and (1) a serving office, (2) a carrier
di stribution point or (3) an extension distribution channel
furni shed in connection with such services. It also includes
revenue fromfacilities furnished to carry the audio portion of a
television programif furnished under separate audio rates.

(b) If the rate for television programservices includes both
the picture and sound portion of the transm ssion, the revenue
shal |l be included in Account 5124, Video Program Grade Long
D stance Private Network Revenue.

u32.5124 Video program grade long distance private network
revenue.

Thi s account consists of revenue fromprivate network circuits
and facilities furnished for television programtransm ssion
pur poses, such as comrerci al broadcast an educational or private
television services. It includes revenue fromthe provision of
facilities for the transm ssion of anal og signals between
custoner prem ses and (a) a serving office, (b) a carrier
di stribution point or (c) an extension distribution channel
furni shed in connection with such services. It also includes
revenue fromboth the picture and sound portions of transm ssion
for television program service when provi ded under a conbi ned
rate schedul e.

u32.5125 Digital transmission long distance private network
revenue.

Thi s account consists of revenue fromthe provision of
circuits and facilities for the transm ssion of digital signals
only.

u32.5126 Long distance private network switching revenue.

Thi s account consists of revenue derived fromthe provision of
common user channels and swi tching capabilities used for the
transm ssion of telecomunication signals between three (3) or
nore points in the network. Also included is revenue derived
fromthe provision of basic switching and transfer arrangenents
used to connect private |ine channels.



u32.5128 Other long distance private network revenue.

Thi s account consists of revenue from adm nistrative and
operation support services associated with private network
services and facilities, e.g., charges for conpany-directed
testing, expedited installation, and service restoration
priority. Also included is other private network services
revenue not provided for in other accounts.

u32.5129 Other long distance private network revenue
settlements.

This account shall include the charges and credits resulting
fromcontractual revenue pooling and/or sharing agreenent for
tariffed long distance private network services only when they
are not identifiable by private network services revenue account
in the settlenment process. (See also u32.4999(e) of this
subpart.) To the extent that the charges and credits resulting
froma settlenment process can be identified by private network
servi ces revenue account, that shall be recorded in the
appl i cabl e account.

u32.5160 Other long distance revenue.

This account shall include |ong distance revenues not provided
for el sewhere.

u32.5169 Other long distance revenue settlements.

This account shall include the charges and credits resulting
fromcontractual revenue pooling and/or sharing agreenents for
tariffed |l ong di stances public network services only when they
are not identifiable by |Iong distance public network services
revenue accounts in the settlenent process. (See also
u32.4999(e) of this subpart.) To the extent that the charges and
credits resulting froma settlenent process can be identified by
| ong di stance public network services revenue account they shal
be recorded in the applicable account.

u32.5200 Miscellaneous revenue.

Cl ass B tel ephone conpani es shall use this account for
revenues of the type and character required of C ass A conpanies
in Accounts 5230 through 5270.

u32.5230 Directory revenue.

Thi s account shall include revenue derived from al phabeti cal
and classified sections of directories and shall also include
fees paid by other entities for the right to publish the
conpany's directories. Itens to be included are:

(a) Al revenue derived fromthe classified section of the
directories;



(b) Revenue fromthe sale of new tel ephone directories
whet her they are the conpany's own directories or directories
purchased fromothers. This shall also include revenue fromthe
sal e of specially bound tel ephone directories and speci al
t el ephone directory covers;

(c) Amunts charged for additional and bold face listings,
mar gi nal di splays, inserts, and other advertisenents in the
al phabetical section of the conpany's tel ephone directories; and

(d) Charges for unlisted and non-published tel ephone nunbers.
u32.5240 Rent revenue.

(a) This account shall include revenues (including taxes when
borne by the | essee) derived fromthe rental or subrental to
ot hers of tel econmunications services rendered by the conpany.
It includes revenue fromthe rent of such itens as space in
conduit, pole line space for attachnents, and any all owance for
return on property used in joint operations and shared facilities
agr eement s.

(b) The expense of maintaining and operating the rented
property, including depreciation and insurance, shall be included
in the appropriate operating expense accounts. Taxes applicable
to the rented property shall be included by the owner of the
rented property in appropriate tax accounts.

(c) Wen land or buildings are rented on an incidental basis
for non-tel econmuni cations use the rental and expenses are
i ncluded in Account 7360, O her Nonoperating |ncone.

u32.5250 Corporate operations revenue.

Thi s account shall include revenue derived from services
rendered to other conpanies under a |license agreenent, general
service contracts, or other arrangenent provided for the
furni shing of general accounting, financial, |egal, patent, and
ot her general services associated with the provision of regul ated
t el ecommuni cati ons services. (See also Accounts 5230 and 5270.)

u32.5260 Miscellaneous revenue.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 5261 t hrough 5269.

u32.5261 Special billing arrangements revenue.

This account shall include revenue derived fromthe provision,
ei ther under tariff or through contractual arrangenents, of
special billing information to custoners in the formof nmagnetic
tapes, cards or statenents. Special billing information provides
detail in a format and/or at a level of detail not normally



provided in the standard billing rendered for the regul ated
t el ephone services utilized by the custoner.

u32.5262 Customer operations revenue.

This account shall include revenue derived fromthe
performance of customer operations services for others incident
to the conpany's regul ated tel ecomruni cati ons operations which
are not provided for el sewhere. (See also u32.14(e) and
0u32.4999(e) of this part.)

u32.5263 Plant operations revenue.

(a) This account shall include revenue derived from contract
services (plant nmai ntenance) perfornmed for others incident to the
conpany's regul ated tel ecommuni cati ons operations. This includes
revenue fromthe incidental performance of nontariffed operating
and mai ntenance activities for others which are simlar in nature
to those activities which are perfornmed by the conpany in
operating and maintaining its own tel econmunications plant
facilities.

(b) The records supporting the entries in this account shal
be maintained with sufficient particularity to identify the
revenue and associ ated Plant Specific Operations Expenses rel ated
to each undert aki ng.

(c) This account does not include revenue related to the
performance of operation or maintenance activities under a joint
operating agreenent. (See al so Account 5240.)
u32.5264 Other incidental regulated revenue.

(a) This account shall include the other incidental regulated
revenue not provided for in other revenues accounts. Such
revenues to be included are:

(1) Collection overages (collection shall be charged to
Account 6623, Customer Services.)

(2) Unclainmed refunds for tel ecommuni cations services when
not subject to escheats;

(3) Charges (penalties) inposed by the conpany for custoner
checks returned for nonpaynent;

(4) Discounts allowed custoners for pronpt paynent;
(5) Late paynents charges;

(6) Revenue fromprivate nobile tel ephone services which do
not have access to the public switched network; and



(7) Oher incidental revenue not provided for el sewhere in
ot her revenue accounts.

(b) Any definitely known anmounts of | osses of revenue
collections due to fire or theft, (1) at customers' coin-box
stations, (2) at public or sem public tel ephone stations, (3) in
t he possession of collectors en route to collection offices, (4)
on hand at collection offices, and (5) between collection offices
and banks shall be charged to Account 6728, O her General and
Adm ni strative.

u32.5269 Other revenue settlements.

This account shall include the charges and credits resulting
fromcontractual revenue pooling and/ or sharing agreenents for
activities included in the m scell aneous revenue accounts only
when they are not identifiable by m scellaneous revenue account
in the settlenment process. (See also u32.4999(e) of this
subpart.) To the extent that the charges and credits resulting
froma settlenment process can be identified by m scell aneous
revenue accounts they shall be recorded in the applicable
account .

u32.5270 Carrier billing and collection revenue.

This account shall include revenue derived fromthe provision
of billing and collection services to other telecommunications
conpani es. This includes anounts charged for services such as
message recording, billing, collection, billing analysis, and
billing information services, whether rendered under tariff or
contractual arrangenents.

u32.5280 Nonregulated operating revenue.

(a) This account shall include revenues derived froma
nonregul ated activity involving the common or joint use of assets
or resources in the provision of regulated and nonregul at ed
products or services, which are not provided for el sewhere in
this system of accounts.

(b) This account shall be debited and regul ated revenue
accounts shall be credited at tariffed rates when tariffed
services are provided to nonregul ated activities that are
accounted for as prescribed in u32.23(c) of this subpart.

(c) Separate subsidiary record categories shall be maintained
for each nonregul ated revenue itemrecorded in this account.

u32.5300 Uncollectible revenue.
Thi s account nunber shall be used by O ass A tel ephone

conpanies to summari ze for reporting purposes the contents of
Accounts 5301 and 5302. C ass B tel ephone conpani es shall use



this account for revenues of the type and character required of
Cl ass A conpanies in Accounts 5301 and 5302.

0U32.5301 Uncollectible revenue - telecommunications.

This account shall be charged with amounts concurrently
credited to Account 1181, Accounts Recei vable Al owances -
Tel ecomuni cati ons.

0U32.5302 Uncollectible revenue - other.

Thi s account shall be charged with anmounts concurrently
credited to Account 1190, O her Accounts Receivable, or to
Account 1191, Accounts Receivable Al owance - O her, when such
al l owance i s maintai ned.

SUBPART E - INSTRUCTIONS FOR EXPENSE ACCOUNTS.
0u32.5999 General.
(a) Structure of the expense accounts.

(1) The expense section of the system of accounts shall be
organi zed by expense group summary account, account, and
subsidiary record category (if required).

(2) The expense section of this system of accounts shall be
conprised of four major expense groups - Plant Specific
Operations, Plant Nonspecific Operations, Custoner Operations,
and Corporate Operations. Expenses to be recorded in Pl ant
Specific and Pl ant Nonspecific Operations Expense groups
generally reflect cost associated with the various kinds of
equi pnent identified in the plant asset accounts. Expenses to be
recorded in the Custonmer Operations and Corporate Operations
accounts reflect the costs of, or as associated wth, functions
performed by people, irrespective of the organization in which
any particular function is perforned.

(3) Sunmmary accounts within expense groups shall be used to
descri be aggregations of two or nore accounts having a certain
comonal ity. Summary accounts are assigned nunbers so that they
may be used by C ass A tel ephone conpani es to aggregate accounts
for reporting purposes; and as specifically directed, so that
they nmay be used as accounts by Cl ass B tel ephone conpani es.

(4) Accounts shall be maintained as prescribed in this
section subject to the conditions described in u32.13 in
Subpart B. Subsidiary record categories nay be required bel ow the
account |evel by this system of accounts or by Conm ssion order.

(b) Plant Specific Operations Expense.



(1) The Plant Specific Operations Expense accounts, 6110
t hrough 6441, are used to record costs related to specific kinds
of tel ecommuni cations pl ant.

(2) The Plant Specific Operations Expense accounts
predom nantly mrror the tel econmunications plant in service
detail accounts and are nunbered consistently with them the
first digit of the expense account being six (6) and the
remai ning digits being the sane as the last three nunbers of the
related plant account. 1In classifying Plant Specific Operations
expenses, the text of the correspondi ng plant account shoul d be
consulted to ensure appropri ateness.

(3) The Plant Specific Operations Expense accounts shal
i nclude the costs of inspecting, testing (except as specified in
Account 6533, Testing Expense) and reporting on the condition of
t el ecomuni cations plant to determne the need for repairs,
repl acenents, rearranges and changes; performng routine work to
prevent trouble except as specified in Account 6533), replacing
itens of plant other than retirenent units; rearranging and
changing the location of plant not retired; repairing materi al
for reuse; restoring the condition of plant damaged by storns,
floods, fire, or other casualties (other than the cost of
replacing retirenment units); inspecting after repairs have been
made; and receiving training to performthese kinds of work.
Al so included are the costs of direct supervision (inmediate or
first-level) and office support of this work.

(4) In addition to the activities specified in
par agraph (b)(3) of this section, the appropriate Plant Specific
Oper ati ons Expense accounts shall include the cost of personnel
whose principal job is the operation of plant equi pnent, such as
general purpose conputer operators, aircraft pilots, chauffeurs
and shuttle bus drivers. However, when the operation of
equi pnent is perforned as part of other identifiable functions
(such as the use of office equipnment, capital tools or notor
vehi cl es) the operators' cost shall be charged to accounts
appropriate for those functions. (For costs of operator services
personnel, see Accounts 6621, Call Conpletion Services, and 6622,
Nunmber Services, and for costs of test board personnel see
Account 6533.)

(c) Plant Nonspecific Operations Expense. The Pl ant
Nonspeci fic Operations Expense accounts shall include expenses
related to property held for future tel econmunications use,
provi si oni ng expenses, network operations expenses, and
depreci ation and anortizati on expenses. Accounts in this group
(except for Accounts 6540, Access Expense, and Accounts 6560
t hrough 6565) shall include the costs of performng activities
described in narratives for individual accounts. These costs
shal|l also include the costs of supervision and office support of
these activities.



(d) Custoner Operations Expense. The Custonmer QOperations
Expense accounts shall include the cost of perform ng custoner
related marketing and services activities described in narratives
for individual accounts. These costs shall also include the
costs of supervision, office support and training for these
activities.

(e) Corporate Qperations Expense. The Corporate Operations
Expense accounts shall include the costs of perform ng executive
and planning activities and general and adm nistrative activities
described in narratives for individual accounts. These costs
shal |l al so include the costs of supervision, office support and
training for these activities.

(f) Expense Matrix. The expense accounts shall be naintained
by the follow ng subsidiary record categories, as appropriate to
each account. Such subsidiary record categories shall be
reported as required by Part 43 of this Comm ssion's Rul es and
Regul ati ons.

(1) Salaries and wages. This subsidiary record category
shal | include conpensation to enpl oyees, such as; wages,
sal ari es, comm ssions, bonuses, incentive awards and term nation
payment s.

(2) Benefits. This subsidiary record category shall include
payroll related benefits on behalf of enployees such as the
fol | ow ng:

Pensi ons

Savings plan contributions (conpany portion) Wrkers
conpensation required by | aw

Life, hospital, nedical, dental, and vision plan insurance

Soci al Security and other payroll taxes

(3) Rents.

(i) This subsidiary record category shall include anounts
paid for the use of personal operating property. Amounts paid for
real property shall be included in Account 6121, Land and
Bui | di ngs Expense. This category includes paynents for operating
| eases but does not include paynents for capital |eases.

(i1) This subsidiary record category is applicable only to
the Plant Specific Operations Expense accounts. Incidental rents,
e.g., short-termrental car expense, shall be categorized as
O her Expenses (see paragraph (f)(4) of this section) under the
account which reflects the function for which the incidental rent
was i ncurred.

(4) Oher expenses. This subsidiary record category shal
i ncl ude costs which cannot be classified to the other subsidiary
record categories. Included are material and supplies, including
provi sioning (note al so Account 6512, Provisioning Expense);



contracted services; accident and damage paynents, insurance
prem uns; traveling expenses and other m scel |l aneous costs.

(5) Cdearances. This subsidiary record category shal
i ncl ude amobunts transferred to Construction accounts (see
0u32.2000(c)(2)(iii)), or other Plant Specific Operations Expense
accounts, and/or Account 3100, Accunul ated Depreciation (cost of
removal ; see 032.2000(g)(1)(iii)), as appropriate, from
Accounts 6112, Mdtor Vehicle Expense; 6113, Aircraft Expense;
6114, Speci al Purpose Vehicles Expense; 6116, O her Wrk
Equi prent Expense; 6534, Plant Operations Adm ni stration Expense;
and 6535, Engi neering Expense. There shall also be transfers to
Construction or other Plant Specific Operations Expense accounts,
as appropriate, from Account 6512, Provisioning Expense. Wth
respect to these expenses, conpanies may establish such clearing
accounts as they deem necessary to acconplish substantially the
sanme results, provided that within 30 days of the opening of such
accounts, conpanies shall notify the Comm ssion of the nature and
pur pose thereof. Additional clearing accounts affecting other
expense areas may be established with prior approval of the
Comm ssion. Should conpanies elect, the initial incurred
subsidiary record category identification may be carried through
to the final accounts wthout this Conmm ssion's approval.

(g) Reinbursenents. Reinbursenents of actual costs incurred
in connection with joint operations or projects, repairing plant
due to damages by others, and obligations to make changes in
t el ecommuni cati ons plant (such as highway rel ocations), shall be
credited to the accounts originally charged.

(h) Expense accounts to be nmintai ned.

| NCOVE STATEMENT ACCOUNTS

Class A Class B
Account Title Account Account
Pl ant Specific Operations Expense:

Net wor K support expenses 12 6110 6110
Mot or vehi cl e expense 1 6112
Aircraft expense 1 6113
Speci al purpose vehicl es expense 1 6114
Garage wor k equi pnent expense 1 6115
O her work equi pnent expense 1 6116
Ceneral support expenses 12 6120 6120
Land and bui | di ng expense 1 6121
Furniture and artworks expense 1 6122
O fice equi pnment expense 1 6123
General purpose conputers expense 1 6124
Central office switching expenses 12 @210 6210
Anal og el ectroni c expense 1 6211 6210. 11
Digital electronic expense 1 6212 6210. 21
El ectro- mechani cal expense 1 6215 6210. 31
Operator systens expense 1 6220 6220






Class A Class B

Account Title Account Account

Central office transm ssion expense 12 6230 6230
Radi o systens expense 1 6231 6230. 11
Circuit equi pnent expense 1 6232 6230. 21
I nformation origination/termnation

expenses 1 2 6310 6310
St ati on appar atus expense 1 6311
Large private branch exchange expense 1 6341
Public tel ephone term nal equi pnent

expense 1 6351
Ot her termnal equi pment expense 1 6362
Cable and wire facilities expenses 1 2 6410 6410
Pol es expense 1 6411
Aerial cabl e expense 1 6421
Under ground cabl e expense 1 6422
Buri ed cabl e expense 1 6423
Submari ne cabl e expense 1 6424
Deep sea cabl e expense 1 6425
I ntrabuil di ng network cabl e expense 1 6426
Aerial wire expense 1 6431
Conduit systems expense 1 6441

Pl ant Nonspecific Qperations Expense:

O her property, plant and equi pnment

expenses 1 2 6510 6510
Property held for future tel econmuni -

cations use expense 1 6511
Provi si oni ng expense 1 6512
Net wor k operati ons expenses 1 2 530 6530
Power expense 1 6531
Net wor k admi ni stration expense 1 6532
Testing expense 1 6533
Pl ant operations adninistration expense 1 6534
Engi neeri ng expense 1 6535
Access expense 1 6540 6540
Depreciation and anortization expenses 2 6560 6560
Depr eci ati on expense 6560. 1
Anortization expense 6560. 2
Depreci ati on expense - tel ecomuni -

cations plant in service 6561
Depreci ati on expense - property held for

future tel ecommuni cati ons use 6562
Anortization expense - tangible 6563
Anortization expense - intangible 6564
Anortization expense - other 6565

Cust oner QOperations Expense:

Mar ket i ng 1 2 @610 6610
Product managenent 1 6611
Sal es 1 6612
Product adverti sing 1 6613
Servi ces 12 6620 6620



Class A Class B

Account Title Account Account
Cal | conpl etion services 1 6621
Nunber servi ces 1 6622
Cust oner services 1 6623
Cor porate Operations Expense:

Executive and pl anni ng 12 6710 6710
Executive 1 6711
Pl anni ng 1 6712
General and adninistrative 12 6720 6720
Accounting and finance 1 6721
External relations 1 6722
Human resour ces 1 6723
| nf or mati on managenent 1 6724
Legal 1 6725
Pr ocur ement 1 6726
Research and devel oprment 1 6727
O her general and adninistrative 1 6728
Provi sion for uncol |l ectible notes

recei vabl e 6790 6790

1 subsidiary record categories required in accordance with
0u32.5999(f) of this subpart.

2 To be used by C ass A tel ephone conpanies to sumari ze
accounts for reporting purposes.

u32.6110 Network support expenses.

(a) This account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6112 through 6116. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6112 through 6116.

(b) Credits shall be nmade to this account by Class B
conpani es for anmounts transferred to Construction and/or other
Pl ant Specific Operations Expense accounts. These anmounts shal
be conputed on the basis of direct |abor hours. (See also
0u32.5999(f)(5) of this subpart.)

u32.6112 Motor vehicle expense.

(a) This account shall include costs of fuel, lubrications,
Iicense and inspection fees, washing, repainting, and m nor
accessories. Also included are the costs of personnel whose
principal job is operating notor vehicles, such as chauffeurs and
shuttle bus drivers. The costs of users of notor vehicles whose
principal job is not the operation of notor vehicles shall be
charged to accounts appropriate for the activities perforned.
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(b) Credits shall be nade to this account for anmounts
transferred to Construction and/or to other Plant Specific
Oper ations Expense accounts. These anounts shall be conputed on
the basis of direct |abor hours. (See also u32.5999(f)(5) of
this subpart.)

u32.6113 Aircraft expense.

~(a) This account shall include such costs as aircraft fuel,
flight crews, mechanics and ground crews, |icenses and inspection
fees, washing, repainting, and m nor accessories.

(b) Credits shall be nade to this account for anmounts
transferred to Construction and/or to other Plant Specific
Oper ations Expense accounts. These anounts shall be conputed on
the basis of direct |abor hours. (See also 0u32.5999(f)(5) of
this subpart.)

u32.6114 Special purpose vehicles expense.

(a) This account shall include such costs as fuel, |icenses
and i nspection fees, washing repainting, and m nor accessories.
The costs of operators of this equipnment shall be charged to
accounts appropriate for the activities perforned.

(b) Credits shall be nade to this account for anmounts
transferred to Construction and/or to other Plant Specific
Oper ati ons Expense accounts. These anounts shall be conputed on
the basis of direct |abor hours. (See also u32.5999(f)(5) of
this subpart.)

u32.6115 Garage work equipment expense.

This account shall be charged only with costs incurred in
connection wth the garage work equi pnment itself. The costs of
using this equipnent to maintain notor vehicles, special purpose
vehi cl es, or other work equi pnrent shall be charged to
Accounts 6112, Mdtor Vehicles; 6114 Special Purpose Vehicles; or
6116, O her Work Equi pnment, as appropriate.

u32.6116 Other work equipment expense.

(a) This account shall be charged only with costs incurred in
connection wth this work equipnment itself. The costs of
operators of this equipnent shall be charged to accounts
appropriate for the activities perforned.

(b) Credits shall be nade to this account for anmounts
transferred to Construction and/or to other Plant specific
Oper ations Expense accounts. These anounts shall be conputed on
the basis of direct |abor hours. (See also u32.5999(f)(5) of this
Subpart.)
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u32.6120 General support expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6121 through 6124. d ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6121 through 6124.

u32.6121 Land and building expense.

(a) This account shall include expenses associated with | and
and bui |l di ngs (excluding anortization of |easehold inprovenents).
This account shall also include janitorial service, cleaning
supplies, water, sewage, fuel and guard service, and electrica
power .

(b) The cost of electrical power used to operate the
t el ecommuni cati ons network shall be charged to Account 6531,
Power Expense, and the cost of separately netered electricity
used for operating specific types of equi pnent, such as
conputers, shall be charged to the expense account appropriate
for such use.

u32.6122 Furniture and artworks expense.

Thi s account shall include expenses associated with furniture
and artworks.

u32.6123 Office equipment expense.

Thi s account shall be charged only with costs incurred in
connection with the office equipnent itself. The costs of
operators of this equipnent shall be charged to accounts
appropriate for the activities perforned.

u32.6124 General purpose computers expense.

Thi s account shall include costs of personnel whose principal
job is the physical operation of general purpose conputers and
t he mai ntenance of operating systens. This excludes the cost of
preparation of input data or the use of outputs which are
chargeabl e to the accounts appropriate for the activities being
performed. Al so excluded are costs incurred in planning,
devel opi ng, testing, inplenmenting, and maintaining data bases and
application systens for general purpose conputers. (See also
Account 6724, Information Managenent.) Separately netered
electricity for general purpose conputers shall also be included
in this account.

Note: A 4/10/90 Notice of Proposed Rul emaking (NPRM (FCC 90-
132) in CC Docket 90-215 is pending before the FCC. It proposes
elimnating Part 32 Accounts 6124, General Purpose Conputers
Expense, and 6724, Infornmation Managenment. Conments and Replies
were filed. Awaiting FCC Action.
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u32.6210 Central office switching expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6211 through 6215. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6211 through 6215.

REA 6210.11 Analog electronic expense.

This account shall used by O ass B conpanies. This account
shal | include expenses associated with anal og el ectronic
swi t chi ng.

REA 6210.21 Digital electronic expense.

This account shall used by O ass B conpanies. This account
shal | include expenses associated with digital electronic
swi t chi ng.

REA 6210.31 Electro-mechanical expense.

This account shall used by O ass B conpanies. This account
shal | include expenses associated with el ectro-nechani cal
swi t chi ng.
u32.6211 Analog electronic expense.

Thi s account shall include expenses associ ated with anal og
el ectronic sw tching.

u32.6212 Digital electronic expense.

This account shall include expenses associated with digital
el ectronic sw tching.

u32.6215 Electro-mechanical expense.

(a) This account shall include expenses associated with
el ectro-nechani cal sw t chi ng.

(b) Subsidiary record categories shall be naintai ned as
provided in u32.2215(a) of Subpart C.

u32.6220 Operator systems expense.

Thi s account shall include expenses associated with operator
systens equi pnment.

u32.6230 Central office transmission expense.
Thi s account nunber shall be used by O ass A tel ephone

conpanies to summari ze for reporting purposes the contents of
Accounts 6231 and 6232. ( ass B tel ephone conpani es shall use
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this account for expenses of the type and character required of
Cl ass A conpanies in Accounts 6231 and 6232.

REA 6230.11 Radio systems expense.

This account shall used by O ass B conpanies. This account
shal | include expenses associated with radi o systens.

REA 6230.21 Circuit equipment expense.

This account shall used by O ass B conpanies. This account
shal | include expenses associated with circuit equi pnment.

u32.6231 Radio systems expense.

(a) This account shall include expenses associated with radio
syst ens.

(b) Subsidiary record categories shall be naintai ned as
provided in u32.2231(a) of Subpart C.

u32.6232 Circuit equipment expense.

Thi s account shall include expenses associated with circuit
equi pnent .

u32.6310 Information origination/termination expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6311 through 6362. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A tel ephone conpanies in Accounts 6311 through 6362.

u32.6311 Station apparatus expense.

Thi s account shall include expenses associated with station
apparatus. Expenses associated with conpany internal use
comruni cati on equi pnent shall be recorded in Account 6123, Ofice
Equi pment Expense.
u32.6341 Large private branch exchange expense.

This account shall include expenses associated with | arge
private branch exchanges. Expenses associated with conpany
i nternal use communi cati on equi pnment shall be recorded in
Account 6123, Ofice Equi pnent Expense.
u32.6351 Public telephone terminal equipment expense.

This account shall include expenses associated with public
t el ephone term nal equi prment.
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u32.6362 Other terminal equipment expense.

This account shall include expenses associated with ot her
term nal equi pment.

u32.6410 Cable and wire facilities expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6411 through 6426. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6411 through 6426.
u32.6411 Poles expense.

This account shall include expenses associated with pol es.
u32.6421 Aerial cable expense.

(a) This account shall include expenses associated with
aerial cable.

(b) Subsidiary record categories shall be naintai ned as
provided in 032.2421(a) of Subpart C

u32.6422 Underground cable expense.

(a) This account shall include expenses associated with
under ground cabl e.

(b) Subsidiary record categories shall be naintai ned as
provided in u32.24.22(a) of Subpart C

u32.6423 Buried cable expense.

(a) This account shall include expenses associated with
buri ed cabl e.

(b) Subsidiary record categories shall be naintai ned as
provided in u32.2423(a) of Subpart C.

u32.6424 Submarine cable expense.

(a) This account shall include expenses associated with
submari ne cabl e.

(b) Subsidiary record categories shall be naintained as
provided in u32.2424(a) of Subpart C

u32.6425 Deep sea cable expense.

(a) This account shall include expenses associated with deep
sea cabl e.
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(b) Subsidiary record categories shall be naintai ned as
provided in u32.2425(a) of Subpart C.

u32.6426 Intrabuilding network cable expense.

(a) This account shall include expenses associated with
i ntrabuil ding network cabl e.

(b) Subsidiary record categories shall be naintai ned as
provided in u32.2426(a) of Subpart C.

u32.6431 Aerial wire expense.

~ This account shall include expenses associated with aerial
Wire.

u32.6441 Conduit systems expense.

Thi s account shall include expenses associated with conduit
syst ens.

u32.6510 Other property, plant and equipment expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summarize for reporting purposes the contents of
Accounts 6511 and 6512. C ass B tel ephone conpani es shall use
this account for expenses of the type and character required of
Cl ass A conpanies in Accounts 6511 and 6512.

u32.6511 Property held for future telecommunications use
expense.

Thi s account shall include expenses associated with property
held for future tel ecomuni cations use.

u32.6512 Provisioning expense.

(a) This account shall include costs incurred in provisioning
mat eri al and supplies, including office supplies. This includes
receiving and stocking, filling requisitions from stock,

nmoni toring and repl eni shing stock | evels, delivery of material,
storage, | oading or unloading and adm nistering the reuse or
refurbi shment of material. Also included are adjustnents
resulting fromthe annual or nore frequent inventory of material
and suppli es.

(b) Credits shall be nade to this account for anmounts
transferred to construction and/or to plant specific operations
expense. These costs are to be cleared by adding to the cost of
material and supplies a suitable | oading charge. (See also
0u32.5999(f)(5) of this subpart.)
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u32.6530 Network operations expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to sumari ze for reporting purposes the contents of
Accounts 6531 through 6535. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6531 through 6535.

u32.6531 Power expense.

This account shall include the cost of electrical power used
to operate the tel ecommunications network.

u32.6532 Network administration expense.

Thi s account shall include costs incurred in network
adm nistration. This includes such activities as controlling
traffic flow, admnistering traffic measuring and nonitoring
devi ces, assigning equi pnment and | oad bal anci ng, collecting and
summarizing traffic data, adm nistering trunking, and assigning
interoffice facilities and circuit |ayout work.

u32.6533 Testing expense.

Thi s account shall include costs incurred in testing
tel ecomuni cations facilities froma testing facility (test desk
or other testing system to determ ne the condition of plant on
either a routine basis or prior to assignnent of the facilities;
receiving, recording and anal yzing trouble reports; testing to
determ ne the nature and | ocation of reported trouble condition;
and di spatching repair persons or otherwse initiating corrective
action. (Note also 032.5999(b)(3) of this subpart.)

u32.6534 Plant operations administration expense.

(a) This account shall include costs incurred in the general
adm ni stration of plant operations. This includes supervising
pl ant operations (except as specified in 0u32.5999(a)(3) of this
subpart); planning, coordinating and nonitoring plant operations;
and performng staff work such as devel opi ng net hods and
procedures, preparing and conducting training (except on-the-job
training) and coordinating safety prograns.

(b) Credits shall be nade to this account for anmounts
transferred to Construction accounts. These anounts shall be
conputed on the basis of direct |abor hours. (See
0u32.2000(c)(2)(ii) of Subpart C.)

u32.6535 Engineering expense.
(a) This account shall include costs incurred in the general
engi neering of the tel econmunications plant which are not

directly chargeable to an undertaking or project. This includes
devel oping input to the fundanmental planning process, performng
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prelimnary work or advance planning in connection with potenti al
undert aki ngs, and perform ng special studies of an engi neering
nat ur e.

(b) Credits shall be nade to this account for anmounts
transferred to Construction accounts. These anounts shall be
conputed on the basis of direct |abor hours. (See
0u32.2000(c)(2)(ii) of Subpart C.)

u32.6540 Access expense.

(a) This account shall include ambunts paid by interexchange
carriers or pther exchange carriers to anot her exchange carrier
for the provision of carrier's carrier access.

(b) Subsidiary record categories shall be maintained in order
that the entity may separately report interstate and intrastate
carrier's carrier expense. Such subsidiary record categories
shall be reported as required by Part 43 of this Conm ssion's
Rul es and Regul ati ons.

u32.6560 Depreciation and amortization expenses.

This account shall be used by O ass A tel ephone conpanies to
summarize for reporting purposes the contents of Accounts 6561
t hrough 6565.  ass B tel ephone conpanies shall use this account
for expenses of the type and character required of Cass A
conpani es in Accounts 6561 through 6565.

REA 6560.1 Depreciation expense.

This account shall include the depreciation expense associ ated
with tel ecommuni catons plant in service (Accounts 2112 through
2441) and property held for future tel ecomunications use
(Account 2002).

REA 6560.2 Amortization expense.

This account shall include the anortization expense associ ated
with capital |eases and | easehold i nprovenents (Accounts 2681 and
2682), intangi bles (Account 2690), and tel econmunications plant
adj ustnents (Account 2005).

u32.6561 Depreciation expense - telecommunications plant in
service.

Thi s account shall include the depreciation expense of
capitalized costs in Accounts 2112 through 2441, inclusive.
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u32.6562 Depreciation expense - property held for future
telecommunications.

This account shall include the depreciation expense of
capitalized costs included in Account 2002, Property Held for
Fut ure Tel ecommuni cati ons Use.

u32.6563 Amortization expense - tangible.

This account shall include only the anortization of costs
i ncluded in Accounts 2681, Capital Leases, and 2682, Leasehold
| nprovenents.

u32.6564 Amortization expense - intangible.

Thi s account shall include the anortization of costs included
i n Account 2690, |ntangibles.

u32.6565 Amortization expense - other.

(a) This account shall include only the anortization of costs
i ncluded in Account 2005, Tel ecomruni cations Plant Adjustnent.

(b) This account shall also include |unp-sumwite offs of
anmounts of plant acquisition adjustnment as provided for in
u32. 2005(b) (3) of Subpart C.

(c) Subsidiary records shall be maintained so as to show t hat
character of the anounts contained in this account.

u32.6610 Marketing.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 6611 through 6613. C ass B tel ephone conpani es shal
use this account for expenses of the type and character required
of Class A conpanies in Accounts 6611 through 6613.

u32.6611 Product management.

Thi s account shall include costs incurred in performng
admnistrative activities related to marketing products and
services. This includes conpetitive analysis, product and
service identification and specification, test market planning,
demand forecasting, product life cycle analysis, pricing
anal ysis, and identification and establishnment of distribution
channel s.

u32.6612 Sales.
This account shall include costs incurred in selling products
and services. This includes determ nation of individual customer

needs, devel opnment and presentation of custoner proposals, sales
order preparation and handling, and preparation of sales records.
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u32.6613 Product advertising.

Thi s account shall include costs incurred in devel opi ng and
i npl enmenting pronotional strategies to stinmulate the purchase of
products and services. This excludes nonproduct-rel ated
advertising, such as corporate image, stock and bond issue and
enpl oynent advertisenents, which shall be included in the
appropriate functional accounts.

u32.6620 Services.

This account shall be used by O ass A tel ephone conpanies to
summarize for reporting purposes the contents of Accounts 6621
t hrough 6623. C ass B tel ephone conpanies shall use this account
for expenses of the type and character required of Cass A
conpani es in Accounts 6621 through 6623.

u32.6621 Call completion services.

This account shall include costs incurred in hel ping custoners
pl ace and conplete calls, except directory assistance. This
i ncl udes handling and recording; intercept; quoting rates, tine
and charges; and all other activities involved in the manual
handl i ng of calls.

u32.6622 Number services.

Thi s account shall include costs incurred in providing
custonmer nunber and classified listings. This includes preparing
or purchasing, conpiling, and dissem nating those |istings
t hrough directory assistance or other neans.
u32.6623 Customer services.

(a) This account shall include costs incurred in establishing
and servicing custoner accounts. This includes:

(1) Initiating custonmer service orders and records;

(2) Mintaining and billing custonmer accounts;

(3) Collecting and investigating custonmer accounts, including
coll ecting revenues, reporting receipts, admnistering collection
treatnment, and handling contacts with custoners regarding
adj ustnents of bills;

(4) Collecting and reporting pay station receipts; and

(5) Instructing custoners in the use of products and
servi ces.

(b) This account shall also include anmounts paid by

i nterexchange carriers or other exchange carriers to another
exchange carrier for billing and collection services. Subsidiary
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record categories shall be maintained in order that the entity
may separately report interstate and intrastate anounts. Such
subsidiary record categories shall be reported as required by
Part 43 of this Comm ssion's Rul es and Regul ati ons.

u32.6710 Executive and planning.

This account shall be used by O ass A tel ephone conpanies to
summari ze for reporting purposes the contents of Accounts 6711
and 6712. C ass B tel ephone conpani es shall use this account for
expenses of the type and character required of Class A conpanies
in Accounts 6711 and 6712.

u32.6711 Executive.

Thi s account shall include costs incurred in fornmul ating
corporate policy and in providing overall adm nistration and
managenent. Included are the pay, fees and expenses of boards of

directors or simlar policy boards and all board-designated
officers of the conpany and their office staffs, e.qg.,
secretaries and staff assistants.

u32.6712 Planning.

This account shall include costs incurred in devel opi ng and
eval uating |l ong-termcourses of action for the future operations
of the company. This includes perform ng corporate organization
and integrated |ong-range planning, including managenent studies,
options and contingency plans, and econom c strategic anal ysis.

U32.6720 General and administrative.

This account shall be used by O ass A tel ephone conpanies to
summari ze for reporting purposes the contents of Accounts 6721
t hrough 6728. C ass B tel ephone conpani es shall use this account
for expenses of the type and character required of Cass A
conpani es in Accounts 6721 through 6728.

u32.6721 Accounting and finance.

Thi s account shall include costs incurred in providing
accounting and financial services. Accounting services include
payrol |l and di sbursenents, property accounting, capital recovery,
regul atory accounting (revenue requirenents, separations,
settlenments and corollary cost accounting), non-custoner billing,
tax accounting, internal and external auditing, capital and
oper ati ng budget analysis and control, and general accounting
(accounting principles and procedures and journals, |edgers, and
financial reports). Financial services include banking
oper ati ons, cash managenent, benefit investnent fund managenent
(i ncluding actuarial services), securities managenent, debt trust
adm ni stration, corporate financial planning and analysis, and
i nternal cashier services.
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u32.6722 External relations.

Thi s account shall include costs incurred in maintaining
relations with governnment, regulators, other conpanies and the
general public. This includes:

(a) Reviewi ng existing or pending legislation (See al so
Account 7370, Special Charges, for |obbying expenses.):

(b) Preparing and presenting information for regulatory
pur poses, including tariff and service cost filings, and
obtaining radio |icenses and construction permts;

(c) Performng public relations and non-product rel ated
corporate inmage advertising activities;

(d) Adm nistering relations, including negotiating contracts
(See al so Account 6725, Legal.), with tel econmunications
conpani es and other utilities, businesses, and industries. This
excl udes sal es contracts (See al so Account 6612, Sal es); and

(e) Admnistering investor relations.
u32.6723 Human resources.

Thi s account shall include costs incurred in performng
personnel adm nistration activities. This includes:

(a) Equal Enploynment Opportunity and Affirmative Action
Pr ogr ans;

(b) Enployee data for forecasting, planning and reporting;
(c) Ceneral enploynent services;

(d) Cccupational nedical services;

(e) Job analysis and sal ary prograns;

(f) Labor relations activities;

(g) Personnel devel opnent and staffing services, including
counsel ing, career planning, pronotion and transfer prograns;

(h) Personnel policy devel opnent;
(1) Enpl oyee conmmuni cati ons;

(j) Benefit adm nistration;

(k) Enployee activity prograns;

(1) Enployee safety prograns; and
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(m Nontechnical training course devel opnent and
presentati on.

u32.6724 Information management.

This account shall include costs incurred in planning,
devel opi ng, testing, inplenmenting and nmaintai ni ng data bases and
application systens for general purpose conputers.

Note: A 4/10/90 Notice of Proposed Rul emaki ng (NPRM (FCC
90-132) in CC Docket 90-215 is pending before the FCC. It
proposes elimnating Part 32 Accounts 6124, General Purpose
Conmput ers Expense, and 6724, |Information Managenent. Comments and
Replies were filed. Awaiting FCC Action.

u32.6725 Legal.

Thi s account shall include costs incurred in providing |egal
services. This includes conducting and coordinating litigation,
provi di ng gui dance on regul atory and | abor matters, preparing,
reviewing and filing patents and contracts and interpreting
| egislation. Also included are court costs, filing fees, and the
costs of outside counsel, depositions, transcripts and w tnesses.

u32.6726 Procurement.

This account shall include costs incurred in procuring
mat eri al and supplies, including office supplies. This includes
anal yzing and eval uating suppliers' products, selecting
appropriate suppliers, negotiating supply contracts, placing
purchase orders, expediting and controlling orders placed for
mat eri al, devel opi ng standards for material purchased and
adm ni stering vendor or user clains.

u32.6727 Research and development.

(a) This account shall include costs incurred in nmaking
pl anned search or critical investigation ained at discovery of
new knowl edge. It also includes translating research findings

into a plan or design for a new product or process or for a
significant inprovenent to an existing product or process,
whet her intended for sale or use.

(b) This excludes nmaking routine alterations to existing
products, processes, and other ongoi ng operations even though
those alterations may represent inprovenents.

u32.6728 Other general and administrative.

This account shall include costs incurred in performng
general admnistrative activities not directly charged to the
user, and not provided for in other accounts. This includes
provi di ng general reference libraries, food services (e.g.,
cafeterias, lunch roons and vending facilities), archives,
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general security investigation services, operating official
private branch exchanges in the conduct of the business, and

t el ecommuni cations and nail services. Also included are paynents
in settlenment of accident and damage cl ai s, insurance pren uns
for protection against | osses and damages, direct benefit
paynments to or on behalf of retired and separated enpl oyees,

acci dent and sickness disability paynents, supplenental paynents
to enpl oyees while in governnental service, death paynents, and
ot her m scel |l aneous costs of a corporate nature. This account
excl udes the cost of office services, which are to be included in
the accounts appropriate for the activities supported.

u32.6790 Provision for uncollectible notes receivable.

This account shall be charged with anmounts concurrently
credited to Account 1200, Notes Receivable, or to Account 1201,
Not es Recei vabl e Al |l owance, when such all owance is naintai ned.
SUBPART F - INSTRUCTIONS FOR OTHER INCOME ACCOUNTS
u32.6999 General.

(a) Structure of O her Incone Accounts. The OQther Inconme
Accounts are designed to reflect both operating and nonoperating
inconme itens including taxes, extraordinary itens and ot her
i ncone and expense itens not properly included el sewhere.

(b) O her inconme accounts |isting.

Class A Class B
Account Title Account Account
O her Operating Incone and Expense:

O her operating inconme and expenses 1 7100 7100
| ncome from custom wor k 7110
Return from nonregul at ed use of

regul ated facilities 7130
Gains and | osses from forei gn exchange 7140
Gains and | osses fromthe disposition of

| and and artworks 7150
O her operating gains and | osses 7160

Operating Taxes:

Oper ating taxes 1 7200 7200
Qperating investnent tax credits - net 7210 7200. 1
QOperating federal incone taxes 7220 7200. 2
Operating state and | ocal incone taxes 7230 7200. 3
Oper ati ng other taxes 7240
Operating taxes - property 7240. 1 7200. 41
Operating taxes - m scell aneous 7240. 2 7200. 42
Provi sion for deferred operating income

taxes - net 7250 7200. 5
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Class A Class B
Account Title Account Account
Nonoperati ng I nconme and Expense:
Nonoper ating i ncome and expense 1 7300 7300
Di vidend i ncone 7310 7300. 1
| nt erest i1 ncone 7320 7300. 2
| nconme from sinking and ot her funds 7330 7300. 3
Al | owance for funds used during
construction 7340 7300. 4
Gains or losses fromthe disposition of
certain property 7350 7300. 5
O her nonoperating i ncone 7360 7300. 6
Speci al charges 7370
Nonoper ati ng Taxes:
Nonoper ati ng taxes 1 7400 7400
Nonoperating investnment tax credits -
net 7410 7400. 1
Nonoperating federal inconme taxes 7420 7400. 2
Nonoperating state and | ocal incone taxes 7430 7400. 3
Nonoper ati ng ot her taxes 7440 7400. 4
Provi sion for deferred nonoperating
i ncone taxes - net 7450 7400. 5
I nterest and Rel ated Itens:
Interest and related itens 1 7500 7500
I nterest on funded debt 7510
| nt erest expense - capital |eases 7520
Anortization of debt issuance expense 7530
O her interest deductions 7540
Extraordi nary Itens:
Extraordinary itens 1 7600 7600
Extraordi nary incone credits 7610 7600. 1
Extraordi nary i ncone charges 7620 7600. 2
Current incone tax effect of
extraordinary itenms - net 7630 7600. 3
Provision for deferred incone tax effect
of extraordinary itenms - net 7640 7600. 4
Jurisdictional Differences and Nonregul ated I ncone |tens:
| ncone effect of jurisdictional
rat emeki ng di fferences - net 7910 7910
Nonr egul ated net i ncone 7990 7990

1 To be used by Cass A tel ephone conpanies to summarize

accounts for reporting purposes.

u32.7099 Content of accounts.

QG her Qperating Incone and Expense accounts are intended to
record the results of transactions, events or circumnmstances
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during the periods which are incidental or peripheral to the
maj or or central operations of the conpany. They shall include
all itenms of an operating nature as incidental work perforned for
others not provided for el sewhere. \Wenever practicable the
inflows and outflows associated with a transaction, event or

ci rcunst ance shall be matched and the results shown as a net gain
or | oss.

u32.7100 Other operating income and expenses.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 7110 through 7160. C ass B conpanies shall use this
account for other operating incone an expense itens of the type
and character required of Cass A conpanies in Accounts 7110
t hrough 7160.

u32.7110 Income from custom work.

(a) This account shall include profits realized from custom
wor k (plant construction) performed for others incident to the
conpany's regul ated tel ecommuni cati ons operations. This includes
profits fromthe incidental performance of nontariffed
construction activities (including associated engi neering and
design) for others which are simlar in nature to those
activities which are perfornmed by the conpany in constructing its
own tel ecomunications plant facilities.

(b) The records supporting the entries in this account shal
be maintained with sufficient particularity to identify
separately the revenue and costs associated with each
undert aki ng.

u32.7130 Return from nonregulated use of regulated facilities.

This account shall include a return on investnment for the use
of regul ated property plant and equi pnment to provide nonregul at ed
products and servi ces.

u32.7140 Gains and losses from foreign exchange.

This account shall include all gains and | osses resulting from
t he exchange of foreign currency. Transactions (realized) gains
or | osses shall be neasured based on the exchange rate in effect
on the transaction date. Unrealized gains or |osses shall be
nmeasur ed bases on the exchange rate in effect at the bal ance
sheet date.

u32.7150 Gains and losses from the disposition of land and
artworks.

This account shall include gains or | osses resulting fromthe
di sposition of land or artworks.
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u32.7160 Other operating gains and losses.

This account shall be charged or credited, as appropriate, to
record the results of transactions, events or circunstances which
are of an operational nature, but occur irregularly or are
peripheral to the major or central operations of the conpany and
not provided for el sewhere.

032.7199 Content of accounts.

The Operating Tax accounts shall include the taxes arising
fromthe central operations of the conpany.

u32.7200 Operating taxes.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to sumari ze for reporting purposes the contents of
Accounts 7210 through 7250. C ass B tel ephone conpani es shal
use this account for operating taxes of the type and character
requi red of Class A conpanies in Accounts 7210 through 7250.

REA 7200.1 Operating investment tax credits - net.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4320, Unanortized Operating
| nvestment Tax Credits - Net, shall be credited with investnent
tax credits generated fromqualified expenditures related to
regul at ed operations which the conpany defers rather than
recogni zes currently in incone.

(b) This account shall be credited and Account 4320 shall be
charged ratably with the anortization of each year's investnent
tax credits included in Account 4320 for investnent services for
rat emaki ng purposes. Such anortization shall be determned in
relation to the period of tine used for conputing book
depreciation on the property with respect to which the tax
credits rel ate.

REA 7200.2 Operating federal i1ncome taxes.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4070.1, |Incone Taxes
Accrued - Federal, shall be credited for the anount of Federa
i ncome tax expense incurred in the current operating period..
This account shall also reflect subsequent adjustnents to
anount s previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

REA 7200.3 Operating state and local iIncome taxes.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4070.2, |Incone Taxes

140



Accrued - State and Local, shall be credited for the anount of
state and | ocal incone tax expense incurred in the current
operating period. This account shall also reflect subsequent
adj ustnents to anounts previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

REA 7200.41 Operating taxes - property.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4080.1, O her Taxes
Accrued - Property, shall be credited for the anmount of property
tax expense incurred in the current operating period. This
account shall also reflect subsequent adjustnents to anounts
previ ously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

REA 7200.42 Operating taxes - miscellaneous.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4080.5, O her Taxes
Accrued - M scel | aneous, shall be credited for the anmount of al
ot her taxes accrued during the current operating period and not
provi ded for el sewhere such as gross receipts, franchise, and
capital stock tax expense incurred in the current operating
period. This account shall also reflect subsequent adjustnents
to anounts previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

REA 7200.5 Provision for deferred operating income taxes - net.

(a) This account shall used by Cass B conpanies. This
account shall be charged or credited, as appropriate, with
contra entries recorded in either Account 4100, Net Current
Deferred Operating I nconme Taxes, or Account 4340, Net Noncurrent
Def erred Operating I ncone Taxes, as appropriate, for incone tax
expense that has been deferred.

(b) Subsidiary record categories shall be naintained to
di stingui sh between property and nonproperty related deferrals
and so that the conpany may separately report the anmounts
contained herein that relate to Federal, state, and | ocal incone
t axes.

u32.7210 Operating investment tax credits - net.
(a) This account shall be charges and Accounts 4320,

Unanorti zed Operating Investnment Tax Credits - Net, shall be
credited with investnent tax credits generated fromqualified
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expenditures related to regul ated operations which the conpany
defers rather than recognizes currently in incone.

(b) This account shall be credited and Account 4320 shall be
charged ratably with the anortization of each year's investnent
tax credits included in Account 4320 for investnent services for
rat emaki ng purposes. (See also Account 7410, Nonoperating
| nvestment Tax Credits - Net.) Such anortization shall be
determined in relation to the period of time used for conputing
book depreciation on the property with respect to which the tax
credits rel ate.

u32.7220 Operating federal income taxes.

(a) This account shall be charged and Account 4070, |ncone
Taxes - Accrued, shall be credited for the anount of Federal
| ncone Taxes for the current period. This account shall also
refl ect subsequent adjustnents to anounts previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

(c) Tax credits, other than investnent tax credits, if
normal i zed, shall be recorded consistent with the accounting for
investnment tax credits and shall be anortized to in inconme as
directed by this Conm ssion.

(d) No entries shall be nade to this account to refl ect
interperiod tax allocations.

u32.7230 Operating state and local income taxes.

(a) This account shall be charged and Account 4070, |ncone
Taxes - Accrued, shall be credited for the amount of state and
| ocal inconme taxes for the current period. This account shal
al so refl ect subsequent adjustnents to amounts previously
char ged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

(c) No entries shall be nade to this account to refl ect
interperiod tax allocations.

u32.7240 Operating other taxes.

(a) This account shall be charged and Account 4080, O her
Taxes - Accrued, shall be credited for all taxes, other than
Federal, state, and |local income taxes and payroll rel ated taxes,
related to regul ated operations applicable to current peri ods.
Anmong the itenms includable in this account are property, gross
recei pts, franchise and capital stock taxes; this account shal
al so refl ect subsequent adjustnents to amounts previously
char ged.
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(b) Special assessnents for street and other inprovenents and
speci al benefit taxes, such as water taxes and the |like, shall be
included in the operating expense accounts or investnent
accounts, as nmay be appropri ate.

(c) Discounts allowed for pronpt paynent of taxes shall be
credited to the account to which the taxes are chargeabl e.

(d) Interest on tax assessnents which are not paid when due
shal | be included in Account 7540, Qther Interest Deductions.

(e) Taxes paid by the conpany under tax-free covenants on
i ndebt edness shall be charged to Account 7360, O her Nonoperating
| ncone.

(f) Sales and use taxes shall be accounted for, so far as
practicable, as part of the cost of the itens to which the taxes
rel ate.

(g) Taxes on rented tel ecommunications plant which are borne
by the | essee shall be credited by the owners to Account 5240,
Rent Revenue, and shall be charged by the | essee to the
appropriate Plant Specific Operations Expense account.

REA 7240.1 Operating taxes - property.

(a) This account shall be charged and Account 4080.1, O her
Taxes Accrued - Property, shall be credited for the anount of
property tax expense incurred in the current operating period.
This account shall also reflect subsequent adjustments to
anount s previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

REA 7240.2 Operating taxes - miscellaneous.

(a) This account shall be charged and Account 4080.5, O her
Taxes Accrued - M scell aneous, shall be credited for the anmount
of all other taxes accrued during the current operating period
and not provided for el sewhere such as gross receipts,
franchi se, and capital stock tax expense incurred in the current
operating period. This account shall also reflect subsequent
adj ustnents to anounts previously charged.

(b) Taxes should be accrued each nonth on an estimated basis
and adjustnents nade as | ater data becones avail abl e.

u32.7250 Provision for deferred operating income taxes - net.
(a) This account shall be charged or credited, as
appropriate, with contra entries recorded to the foll ow ng

accounts for incone tax expense that has been deferred in
accordance with 032.22 of Subpart B:
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4100 Net Current Deferred Operating |Incone Taxes
4340 Net Noncurrent Deferred Operating | nconme Taxes

(b) Subsidiary record categories shall be naintained to
di stingui sh between property and nonproperty related deferrals
and so that the conpany may separately report the anmounts
contained herein that relate to Federal, state and | ocal incone
taxes. Such subsidiary record categories shall be reported as
required by Part 43 of the Comm ssion's Rul es and Regul ati ons.

U32.7299 Content of accounts.

The nonoperating i ncone and expense accounts are intended to
record the results of transactions, events and circunstances
affecting the conpany during a period and which are not
operational in nature. They shall include such itens as
nonoperating taxes, dividend incone and interest incone.
Whenever practicable the inflows and outflows associated with a
transaction or event shall be matched and the result shown as a
net gain or |oss.

u32.7300 Nonoperating income and expense.

Thi s account nunber shall be used by O ass A tel ephone
conpani es to sumari ze for reporting purposes the contents of
Accounts 7310 through 7370. d ass B tel ephone conpani es shal
use this account for nonoperating i ncome and expense itens of the
type and character required Cass A conpanies in Account 7310
t hrough 7370.

REA 7300.1 Dividend income.

(a) This account shall used by Cass B conpanies. This
account shall include dividends on investnents in comon and
preferred stock, which is the property of the conpany, whether
such stock is owned by the conmpany and held in its treasury, or
deposited in trust, or otherw se controll ed.

(b) This account shall not include dividends or other
returns on securities issued or assunmed by the conpany and hel d
by or for it, whether pledged as collateral, or held inits
treasury, in special deposits, or in sinking or other funds.

(c) Dividends on stocks of other conpanies held in sinking
or other funds shall be credited to Account 7300.3, |Incone from
Si nki ng and Ot her Funds.

(d) Dividends received and receivable fromaffiliated
conpani es accounted for on the equity nethod shall be included
in Account 1401, Investnents in Affiliated Conpanies, as a
reduction of the carrying value of the investnents.
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REA 7300.2 Interest i1ncome.

This account shall used by O ass B conpanies. This account
shall include interest on securities, including notes and ot her
evi dences of indebtedness, which are the property of the
conpany, whether such securities are owned by the conpany and
held in its treasury, or deposited in trust (except in sinking
or other funds) or otherw se controlled. It shall also include
i nterest on bank bal ances, certificates of deposits, open
accounts, and other analogous itens. There shall be included in
this account for each nonth, the applicable amunt requisite to
extinguish, during the interval between the date of acquisition
and the date of maturity, the difference between the purchase
price and the par value of securities owned, the incone from
which is includable in this account. Amounts thus credited or
charged shall be concurrently included in the accounts in which
the securities are carried. Any such difference renaining
unexti ngui shed at the sale or upon the maturity and satisfaction
of such securities shall be cleared to Account 7300.6, O her
Nonoperati ng I ncone and Expense.

REA 7300.3 Income from sinking and other funds.

(a) This account shall used by Cass B conpanies. This
account shall include the incone accrued on cash, securities
i ssued by ot her conpanies, and other assets (not including
securities issued or assuned by the conpany) held in sinking and
ot her funds.

(b) There shall be included in this account for each nonth
the applicable amount requisite to extinguish, during the
i nterval between the date of acquisition and the date of
maturity, the difference between the purchase price and the par
val ue of securities held in sinking or other funds. Amounts
thus credited or charged shall be concurrently included in the
accounts in which the securities are carried. Any such
di fferences remai ni ng unextingui shed upon the maturity and
satisfaction of such securities shall be cleared to
Account 7300.6, O her Nonoperating Inconme and Expense.

REA 7300.4 Allowance for funds used during construction.

This account shall used by O ass B conpanies. This account
shall be credited with such amobunts as are charged to the
t el ecommuni cati ons plant accounts for the purpose or recording
an all owance for funds used for construction purposes.

REA 7300.5 Gains or losses from the disposition of certain
property.

This account shall used by O ass B conpanies. This account

shal |l include gains or |losses resulting fromthe disposition of
land or artworks; plant with traffic, and nonoperating
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t el ecommuni cations plant not previously used in the provision of
t el ecommuni cati on servi ces.

REA 7300.6 Other nonoperating income and expense.

This account shall used by O ass B conpanies. This account
shall include all other itens of incone and gains or |osses from
activities not specifically provided for el sewhere such as gains
or losses realized on the sale of tenporary cash investnents or
mar ket abl e equity securities; fees collected in connection with
t he exchange of coupon bonds for registered bonds; uncollectible
anounts previously credited to Accounts 7300.1, 7300.2, 7300. 3,
7300. 4, 7300.5, and 7300.6; gains or |osses fromthe extinguish-
ment of debt made to satisfy sinking fund requirenents; gains or
| osses of a nonoperating nature arising fromthe exchange or
transl ation of foreign currency; net unrealized | osses on
investnments in current marketable equity securities; wite-downs
or wite-offs of the book costs of investnents in equity
securities due to permanent inpairnment; anortization of
goodwi I | ; the conpany's share of earnings or |osses of
affiliated conpani es accounted for on the equity nethod; and the
net bal ance of the revenue from and the expenses of property,
pl ant, and equi pnent, the cost of which is includable in
Account 2006, Nonoperating Pl ant.

032.7310 Dividend income.

(a) This account shall include dividends on investnents in
common and preferred stock, which is the property of the conpany,
whet her such stock is owned by the conpany and held in its
treasury, or deposited in trust (except in sinking or other
funds, see paragraph (c) of this section), or otherw se
controll ed.

(b) These accounts shall not include dividends or other
returns on securities issued or assunmed by the conpany and hel d
by or for it, whether pledged as collateral, or held inits
treasury, in special deposits, or in sinking or other funds.

(c) Dividends on stocks of other conpanies held in sinking or
ot her funds shall be credited to Account 7330, Inconme from
Si nki ng and Ot her Funds.

(d) Dividends received and receivable fromaffiliated
conpani es accounted for on the equity nethod shall be included in
Account 1401, Investnents in Affiliated Conpanies, as a reduction
of the carrying value of the investnents.

u32.7320 Interest income.
(a) This account shall include interest on securities,
i ncl udi ng notes and ot her evi dences of indebtedness, which are

the property of the conpany, whether such securities are owned by
the conpany and held in its treasury, or deposited in trust
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(except in sinking or other funds, see paragraph (d) of this
section) or otherwise controlled. It shall also include interest
on bank bal ances, certificates of deposits, open accounts, and

ot her anal ogous itens.

(b) There shall be included in this account for each nonth
the applicable amount requisite to extinguish, during the
interval between the date of acquisition and date of maturity,
the difference between the purchase price and the par val ue of
securities owned, the inconme fromwhich is includable in this
account. Amounts thus credited or charged shall be concurrently
included in the accounts in which the securities are carri ed.

Any such difference remaini ng unextingui shed at the sale or upon
the maturity and satisfaction of such securities shall be cleared
to Account 7360, O her Nonoperating |ncone.

(c) These accounts shall not include interest or other
returns on securities issues or assunmed by the conpany and hel d
by or for it, whether pledged as collateral, or held inits
treasury, in special deposits, or in sinking or other funds.

(d) Interest on cash and on securities issued by others shal
be included in Account 7330, Income from Sinking and O her Funds,
when such assets are held in sinking or other funds.

(e) Cash discounts on bills for material purchased shall not
be included in this account.

0u32.7330 Income from sinking and other funds.

(a) This account shall include the incone accrued on cash,
securities issued by other conpanies, and ot her assets (not
i ncluding securities or assunmed by the conpany) held in sinking
and ot her funds.

(b) There shall be included in this account for each nonth
the applicable amount requisite to extinguish, during the
i nterval between the date of acquisition and the date of
maturity, the difference between the purchase price, and the par
val ue of securities held in sinking or other funds. Amounts thus
credited or charged shall be concurrently included in the
accounts in which the securities are carried. Any such
di fferences remai ni ng unextingui shed upon the maturity and
satisfaction of such securities shall be cleared to Account 7360,
O her Nonoperating | ncone.

u32.7340 Allowance for funds used during construction.
This account shall be credited with such anmbunts as are
charged to the tel ecommuni cations plant accounts for the purpose

of recording an all owance for funds used for construction
pur poses.
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u32.7350 Gains or losses from the disposition of certain
property.

This account shall include gains or |osses resulting fromthe
di sposition of the foll ow ng:

(a) @Gains or losses fromthe disposition of [and or artworks;

(b) Gains or losses fromthe disposition of plant with
traffic; and

(c) Gains or losses fromthe disposition of nonoperating
t el ecommuni cati ons plant not previously used in the provision of
t el ecommuni cati ons servi ces.

u32.7360 Other nonoperating iIncome.

(a) This account shall include all other itens of incone and
gains or losses fromactivities not specifically provided for
el sewher e.

(b) This account shall include representative itens as
fol | ows:

(1) Fees collected in connection with the exchange of coupon
bonds for registered bonds;

~ (2) Gins or losses realized on the sale of tenporary cash
i nvestnments or nmarketable equity securities;

(3) Uncollectible amunts previously credited to
Accounts 7310 through 7350, inclusive;

(4) Net unrealized |losses on investnents in current
mar ket abl e equity securities;

(5 Wite-downs or wite-offs of the book costs of investnent
in equity securities due to pernmanent i npairnent;

(6) Gains or losses of nonoperating nature arising from
foreign currency exchange or transl ation;

(7) Gains or losses fromthe extingui shnent of debt nade to
satisfy sinking fund requirenents;

(8) Anortization of goodw || ;

(9) Conpany's share of the earnings or |oses of affiliated
conpani es accounted for on the equity nethod; and

(10) The net bal ance of the revenue from and the expenses
(1 ncluding depreciation; anortization and insurance) or property,
pl ant, and equi pnent, the cost of which is includable in
Account 2006, Nonoperating Pl ant.

148



u32.7370 Special charges.

This account shall include the followi ng costs that are
typically given special regulatory scrutiny for ratenmaking
purposes. Unless specific justification to the contrary is
gi ven, such costs are presuned to be excluded fromthe cost of
service in setting rates.

(a) Lobbying includes expenditures for the purpose of
i nfluencing public opinion with respect to the election or
appoi ntnment of public officials, referenda, |egislation, or
ordi nances (either with respect to the possible adoption of new
referenda, |egislation or ordinances) or approval, nodification,
or revocation of franchises, or for the purpose of influencing
the decisions of public officials. This also includes
advertising, gifts, honoraria, and political contributions. This
does not include such expenditures which are directly related to
communi cations with and appearances before regul atory or other
governnmental bodies in connection with the reporting utility's
exi sting or proposes operations;

(b) Contributions for charitable, social or community welfare
pur poses;

(c) Menbership fees and dues in social, service and
recreational or athletic clubs and organi zati ons;

(d) Penalties and fines paid on account of violations of
statutes. This account shall also include penalties and fines
paid on account of violations of U S. statutes including
judgnents arising froma violation of antitrust |aws, and
paynments in settlenent of civil and crimnal suits alleging such
vi ol ations; and

(e) Abandoned construction projects.
u32.7399 Content of accounts.

The Nonoperating Tax accounts shall include taxes arising from
activities which are not a part of the central operations of the
entity.
u32.7400 Nonoperating taxes.

Thi s account nunber shall be used by O ass A tel ephone
conpanies to summari ze for reporting purposes the contents of
Accounts 7410 through 7450. d ass B tel ephone conpani es shal
use this account for nonoperating taxes of the type and character
requi red of Class A conpanies in Accounts 7410 through 7450.

REA 7400.1 Nonoperating investment tax credits - net.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4330, Unanorti zed
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Nonoperating I nvestnment Tax Credits - Net, shall be credited

Wi th nonoperating investnent tax credits generated from
qualified expenditures related to other operations which the
conpany has elected to defer rather than recognize currently in
i ncone.

(b) This account shall be credited and Account 4330,
Unanorti zed Nonoperating Investnment Tax Credits - Net, shall be
charged with the anortization of each year's investnent tax
credits included in such accounts relating to anortization of
previously deferred investnment tax credits of other property or
regul ated property, the anortization of which does not serve to
reduce costs of service (but the unanortized bal ance does reduce
rate base) for ratenmaking purposes. Such anortization shall be
determned with reference to the period of tinme used for
conputi ng book depreciation on the property with respect to
which the tax credits rel ate.

REA 7400.2 Nonoperating federal income taxes.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4070.1, |Incone Taxes
Accrued - Federal, shall be credited for the anount of
nonoper ati ng Federal incone taxes for the current period. This
account shall also reflect subsequent adjustnents to anounts
previ ously charged.

(b) Taxes shall be accrued each nonth on an estinated basis
and adjustnents nade as | ater data becones avail able. Conpanies
t hat adopt the flowthrough nmethod of accounting for investnent
tax credits shall reduce the calculated provision in this
account by the entire anount of the credit realized during the
year. Tax credits, if normalized, shall be recorded consistent
with the accounting for investnent tax credits.

(c) No entries shall be nade to this account to refl ect
interperiod tax allocation.

REA 7400.3 Nonoperating state and local i1ncome taxes.

(a) This account shall used by Cass B conpanies. This
account shall be charged and Account 4070.2, |Incone Taxes
Accrued - State and Local, shall be credited for the anount of
nonoperating state and | ocal inconme taxes for the current
period. This account shall also reflect subsequent adjustnents
to anounts previously charged.

(b) Taxes shall be accrued each nonth on an estinated basis
and adjustnents nade as | ater data becones avail abl e.

(c) No entries shall be nade to this account to refl ect
interperiod tax allocation.
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REA 7400.4 Nonoperating other taxes.

This account shall used by O ass B conpanies. This account
shal | be charged and Account 4080.5, O her Taxes Accrued -
M scel | aneous, shall be credited for all nonoperating taxes,
ot her than Federal, state, and | ocal incone taxes, and payroll
rel ated taxes for the current period. Anong the itens
i ncludable in this account are property, gross receipts,
franchi se and capital stock taxes. This account shall also
refl ect subsequent adjustnents to anmounts previously charged.

REA 7400.5 Provision for deferred nonoperating income taxes -
net.

(a) This account shall used by Cass B conpanies. This
account shall be charged or credited, as appropriate, with
contra entries recorded in either Account 4110, Net Current
Def erred Nonoperating I nconme Taxes, or Account 4350, Net
Noncurrent Deferred Nonoperating Incone Taxes, as appropriate,
for nonoperating tax expenses that have been deferred.

(b) Subsidiary record categories shall be nmaintained to
di stingui sh between property and nonproperty related deferrals
and so that the conpany may separately report the anmounts
contained herein that relate to Federal, state, and | ocal incone
t axes.

u32.7410 Nonoperating iInvestment tax credits - net.

(a) This account shall be charged and Account 4330,
Unanorti zed Nonoperating Investnent Tax Credits - Net, shall be
credited with investnent tax credits generated fromqualified
expenditures related to other operations which the conpany has
el ected to defer rather than recognize currently in incone.

(b) This account shall be credited and Account 4330 shall be
charged with the anortization of each year's investnent tax
credits included in such accounts relating to anortization of
previously deferred investnment tax credits of other property or
regul ated property, the anortization of which does not serve to
reduce costs of service (but the unanorti zed bal ance does reduce
rate base) for ratenmaking purposes. Such anortization shall be
determned with reference to the period of tinme used for
conput i ng book depreciation on the property with respect to which
the tax credits rel ate.

u32.7420 Nonoperating federal income taxes.

(a) This account shall be charged and Account 4070, | ncone
Taxes - Accrued, shall be credited for the anmount of nonoperating
Federal inconme taxes for the current period. This account shal
al so refl ect subsequent adjustnents to amounts previously
char ged.
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(b) Taxes shall be accrued each nonth on an estinated basis
and adjustnents nade as | ater data becones avail abl e.

(c) Conpanies that adopt the fl owthrough nethod of
accounting for investnent tax credits shall reduce the cal cul ated
provision in this account by the entire anmount of the credit
realized during the year. Tax credits, other than investnent tax
credits, if normalized, shall be recorded consistent with the
accounting for investnent tax credits.

(d) No entries shall be nade to this account to reflect
interperiod tax allocation.

u32.7430 Nonoperating state and local income taxes.

(a) This account shall be charged and Account 4070, |ncone
Taxes - Accrued, should be credited for the anount of state and
| ocal inconme taxes for the current period. This account shal
al so refl ect subsequent adjustnents to amounts previously
char ged.

(b) Taxes shall be accrued each nonth on an estinated basis
and adjustnents nade as | ater data becones avail abl e.

(c) No entries shall be nade to this account to reflect
interperiod tax allocation.

u32.7440 Nonoperating other taxes.

This account shall be charged and Account 4080, O her Taxes -
Accrued, shall be credited for all nonoperating taxes, other than
Federal, state and | ocal incone taxes, and payroll related taxes
for the current period. Anong the itens includable in this
account are property, gross receipts, franchise and capital stock
taxes. This account shall also reflect subsequent adjustnments to
anount s previously charged.

u32.7450 Provision for deferred nonoperating income taxes - net.

(a) This account shall be charged or credited, as
appropriate, with contra entries recorded to the foll ow ng
accounts for nonoperating tax expense that has been deferred in
accordance with 032.22 of Subpart B:

4110 Net Current Deferred Nonoperating |Incone Taxes
4350 Net Noncurrent Deferred Nonoperating |Inconme Taxes

(b) Subsidiary record categories shall be nmaintained to
di stingui sh between property and nonproperty related deferrals
and so that the conpany may separately report the anmounts
contained herein that relate to Federal, state and | ocal incone
taxes. Such subsidiary record categories shall be reported as
required by Part 43 of this Comm ssion's Rul es and Regul ati ons.
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U32.7499 Content of accounts.

Interest and rel ated ampbunts shall be included in
Accounts 7510 through 7540.

U32.7500 Interest and related items.

Thi s account nunber shall be used by O ass A tel ephone
conpani es to summari ze for reporting purposes the contents of
Accounts 7510 through 7540. d ass B tel ephone conpani es shal
use this account for interest and related itens of the type and
character required of Class A conpanies in Accounts 7510 through
7540.

u32.7510 Interest on funded debt.

(a) This account shall include the current accruals of
interest on all classes of debt the principal of which is
i ncl udabl e in Account 4210, Funded Debt. It shall also include

the interest on funded debt the maturity of which has extended by
speci fic agreenent.

(b) This account shall be kept so that the interest on each
cl ass of funded debt may be shown separately in the annual
reports to this Conm ssion.

(c) These accounts shall not include charges for interest on
funded debt issued or assuned by the conpany and held by or for
it, whether pledged as collateral or held in its treasury, in
speci al deposits or in sinking or other funds.

(d) Interest expressly provided for and included in the face
anmount of securities issued shall be charged at the tine of
i ssuance to Account 1330, O her Prepaynents, and cleared to this
account as the termexpires to which the interest applies.

(e) This account shall also include nonthly anortization of
bal ances in Accounts 4220, Prem um on Long-Term Debt, and 4230,
D scount on Long- Ter m Debt .
u32.7520 Interest expense - capital leases.

This account shall include the interest portion of each
capital | ease paynent.

u32.7530 Amortization of debt issuance expense.

Thi s account shall include the nonthly anortization of the
bal ances in Account 1407, Unanortized Debt |ssuance Expense.
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u32.7540 Other iInterest deductions.

(a) This account shall include all interest deductions not
provi ded for el sewhere, e.g., discount, prem um and expense on
notes maturing one year or |less fromdate of issue.

(b) A list of representative itens of indebtedness, the
interest on which is chargeable to this account, follows

(1) Advances fromaffiliated conpanies;

(2) Advances fromnonaffiliated conpani es and ot her
liabilities;

(3) Assessnents for public inprovenents past due;
(4) Bond coupons, matured and unpai d;

(5 dains and judgnents;

(6) Custoners' deposits;

(7) Funded debt mature, with respect to which a definite
agreenent as to extension has not been made;

(8) Notes payable on demand or maturing one year or |less from
date of issue;

(9) Open accounts;
(10) Tax assessnents, past due; and

(11) Discount, premum and issuance expense of notes
mat uri ng one year or |less fromdate of issue.

(c) Interest payable on notes or other evidences of
i ndebt edness maturing serially shall be charged to Account 7510,
| nterest of Funded Debt, if any portion of the obligation matures
nore than one year fromdate of issue.

u32.7599 Content of accounts.

These accounts are intended to segregate the effects of events
or transactions that are extraordinary. Extraordinary events and
transactions are distinguished by both their unusual nature and
by the infrequency of their occurrence, taking into account the
environnent in which the conpany operates. These accounts shal
al so include the related income tax effect of the extraordinary
itens.

u32.7600 Extraordinary items.

This account shall be used by O ass A tel ephone conpanies to
summari ze for reporting purposes the contents of Accounts 7610
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t hrough 7640. d ass B tel ephone conpani es shall use this account
for expenses of the type and character required of Cass A
conpani es in Accounts 7610 through 7640.

REA 7600.1 Extraordinary income credits.

This account shall used by O ass B conpanies. This account
shall be credited with nontypical, noncustonmary, and
infrequently recurring gains which would significantly distort
the current year's incone conputed before such extraordinary
itens, if reported other than as extraordinary itenms. |ncone
tax relating to the anbunts recorded in this account shall be
recorded in Account 7600.3, Current |Incone Tax Effect for
Extraordinary Itenms - Net, and Account 7600.4, Provision for
Deferred Incone Tax Effect of Extraordinary Itens - Net.

REA 7600.2 Extraordinary income charges.

This account shall used by O ass B conpanies. This account
shall be debited with nontypical, noncustomary, and infrequently
recurring losses which would significantly distort the current
year's incone conputed before such extraordinary itenms, if
reported other than as extraordinary itens. Incone tax relating
to the anounts recorded in this account shall be recorded in
Account 7600.3, Current Income Tax Effect for Extraordinary
Items - Net, and Account 7600.4, Provision for Deferred |Incone
Tax Effect of Extraordinary lItens - Net.

REA 7600.3 Current income tax effect of extraordinary items -
net.

This account shall used by O ass B conpanies. This account
shal |l be charged or credited and Account 4070.1, Inconme Taxes
Accrued - Federal, or Account 4070.2, |Incone Taxes Accrued -
State and Local, shall be credited or charged, as appropriate,
for all current incone tax effects (Federal, state, and | ocal)
of itenms included in Account 7600.1, Extraordinary |ncone
Credits, and Account 7600.2, Extraordinary |Inconme Charges.

REA 7600.4 Provision for deferred income tax effect of
extraordinary items - net.

This account shall used by O ass B conpanies. This account
shall be charged or credited, as appropriate, with a contra
anmount recorded in Account 4350, Net Noncurrent Deferred
Nonoperati ng I nconme Taxes, or Account 4110, Net Current Deferred
Nonoperati ng I ncone Taxes, for the incone tax effects (Federal,
state, and local) of itens included in Account 7600. 1,

Extraordi nary I nconme Credits, and Account 7600.2, Extraordinary
| ncone Charges, that have been deferred.
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u32.7610 Extraordinary income credits.

This account shall be credited wth nontypical, noncustomary
and infrequently recurring gains which would significantly
distort the current year's inconme conputed before such
extraordinary itenms, if reported other than as extraordi nary
itens. Incone tax relating to the anobunts recorded in this
account shall be recorded in Account 7630, Current |ncone Tax
Effect for Extraordinary Itenms - Net, and Account 7640, Provision
for Deferred Incone Tax Effect of Extraordinary Itens - Net.

u32.7620 Extraordinary income charges.

Thi s account shall be debited with nontypical, noncustomary
and infrequently recurring | osses which would significantly
distort the current year's inconme conputed before such
extraordinary itenms, if reported other than as extraordi nary
itens. |Incone tax relating to the anounts recorded in this
account shall be recorded in Account 7630, Current |ncone Tax
Effect for Extraordinary Itenms - Net, and Account 7640, Provision
for Deferred Incone Tax Effect of Extraordinary Itens - Net.

u32.7630 Current income tax effect of extraordinary
items - net.

This account shall be charged or credited and Account 4070,
| ncone Taxes - Accrued, shall be credited or charged for al
current incone tax effects (Federal, state and local) of itens
i ncluded in Accounts 7610, Extraordinary Inconme Credits, and
7620, Extraordinary |Income Charges.

u32.7640 Provision for deferred income tax effect of
extraordinary items - net.

This account shall be charged or credited, as appropriate,
with a contra anount recorded to Account 4350, Net Noncurrent
Def erred Nonoperating I nconme Taxes, or Account 4110, Net Current
Def erred Nonoperating I ncone Taxes, for the incone tax effects
(Federal, state and local) of itens included in Accounts 7610,
Extraordi nary Incone Credits, and 7620, Extraordinary |ncone
Charges, that have been deferred in accordance with u32.22 of
Subpart B.

u32.7899 Content of accounts.

Jurisdictional differences and nonregul ated i ncome anounts
shal |l be included in Accounts 7910 and 7990.

u32.7910 Income effect of jurisdictional ratemaking
differences - net.

Thi s account shall include the inpact on revenues and expenses

of the jurisdictional ratemaking practices which vary fromthose
of this Commssion. Al entries recorded in this account shal
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be recorded net of the applicable income tax effects and shall be
supported by appropriate subsidiary records, where necessary, as
provided for in u32.13(e) of Subpart B.

u32.7990 Nonregulated net income.

(a) This account shall be used by those conpanies who offer
nonregul ated activities that do not involve the joint or common
use of assets or resources used in the provision of both
regul at ed and nonregul ated products and services, and which have
not established a separate subsidiary for that purpose.

(b) Al revenue and expenses (including taxes) incurred in
t hese nonregul ated activities shall be recorded on separate books
of account for such operations. Only the net of the total
revenues and total expenses shall be recorded in this account,
with a contra debit or credit to Account 1406. 3.

SUBPART G - GLOSSARY
u32.9000 Glossary of terms.
When used in this system of accounts:

"Accelerated depreciation” neans a depreciation nethod or
period of tinme, including the treatnment given cost of renoval and
gross sal vage, used in cal cul ating depreci ati on deducti ons on
incone tax returns which is different fromthe depreciation
met hod or period of tine prescribed by this Conmm ssion for use in
cal cul ating depreciati on expense recorded in a conpany's books of
account .

"Account" neans a specific elenent of a chart of accounts used
to record, classify and accumulate simlar financial transactions
resulting fromthe operations of the entity. "Accounts" or
"these accounts" refer to the accounts of this system of
accounts.

"Accounting System" neans the total set of interrel ated
principles, rules, requirenents, definitions, accounts, records,
procedures and nechani snms necessary to operate and eval uate the
entity froma financial perspective. An accounting system
generally consists of a chart of accounts, various parallel
subsystens and subsidiary records. An accounting systemis
utilized to provide the necessary financial information to users
to meet judiciary and other responsibilities.

"Affiliated companies" neans conpanies that directly or
indirectly through one or nore internediaries, control or are
controlled by, or are under common control wth, the accounting
conpany. See al so Control

"Amortization equipment” neans that equi pment which functions
with a specific type of plant or with two (2) or nore types of
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plant, e.g., swi tching equipnment, network power equipnent,
circuit equipnment, comon channel network signaling equipnment or
net wor k operati ons equi pnment. Associ ated equi pnent shall be
classified to the account appropriate for the type of equi pnment
with which it is predomnantly used rather than on its own
characteristics. Illustrative exanples of associ ated equi pnent
are:

Al arm and si gnal apparat us

Auxi liary fram ng

Cabl e and cabl e racks

Distributing frames and equi pnent thereon

Frame and aisle lighting equipnment (not permanently attached
to the buil ding)

Rel ay racks and panel s

"Basic service area" neans the m ninum specified calling area
for which a tariff is prescribed.

"Book cost" neans the anount at which property is recorded in
t hese accounts, w thout deduction of related all owances.

"Common carrier” or "carrier" neans any person engaged as a
common carrier for hire, in interstate or foreign comrunication
by wire or radio or in interstate or foreign radi o transm ssion
of energy, except where reference is nade to comon carriers not
subject to this Act; but a person engaged in radi o broadcasting
shall not, insofar as such person is so engaged, be deened a
common carrier.

"Company" or "the company" when not otherw se indicated in the
context, neans the accounting entity. It includes such
uni ncorporated entities which may be subject to the
Communi cations Act of 1934, as anended.

"Control” (including the terns "controlling," neans the
possession directly or indirectly, of the power to direct or
cause the direction of the managenent and policies of a conpany,
whet her such power is exercised through one or nore internediary
conpani es, or alone, or in conjunction with, or pursuant to an
agreenent with, one or nore other conpanies, and whether such
power is established through a majority or mnority ownership
voting of securities, common directors, officers, or
stockhol ders, voting trusts, holding trusts (other than noney
exchanged) for property or services. See also Oiginal Cost.

"Cost of removal" neans the cost of denolishing, dismantling,
removi ng, tearing down, of otherw se disposing of
t el ecommuni cati ons plant and recovering the sal vage, including
the cost of transportation and handling incident thereto.

"Depreciation” neans the | oss not restored by current

naintenance, inpurred in connection mjth_the consunption or
prospective retirenent of tel ecomunications plant in the course
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of service from causes which are known to be in current
operation, against which the conpany is not protected by

i nsurance, and the effect of which can be forecast with a
reasonabl e approach to accuracy. Anong the causes to be given
consideration are wear and tear, decay, action of the el enents,
i nadequacy, obsol escence, changes in technol ogy, changes in
demand and requirenents of public authorities.

"Entity" nmeans a |legal enterprise (common carrier) engaged in
interstate conmuni cations within the neaning of the
Communi cations Act of 1934, as anended.

"Group plan,” as applied to depreciation accounting, neans the
pl an under which depreciation charges are accrued upon the basis
of the original cost of all property included in each depreciable
pl ant account, using the average service life thereof properly
wei ghted, and upon the retirenment of any depreciable property its
cost is charged to the depreciation reserve whether or not the
particular itemhas attained the average service life.

"Intangible property" neans assets that have no physi cal
exi stence but instead have val ue because of the rights which
owner shi p confers.

"Intrasystems" neans assets consisting of: (1) PBX and Key
System Common Equi pnent (a switchboard or switching equi pnent
shared by all stations), (2) Associated CPE station equi pnent
(usual l'y tel ephone or Key Tel ephone Systens), and (3) Intrasystem
wiring (all cable or wiring and associ ated conponents whi ch
connect the common equi pnent and the station equi pnent, |ocated
on the custoner's side of the demarcation point).

An intrasystem does not include property, plant or equi pnent
whi ch are not solely dedicated to its operation.

"Minor items," as applied to depreciable tel econmunications
pl ant, neans any part or elenent of such plant, which when
removed, (with or without replacenent) does not initiate
retirement accounti ng.

"Original cost" or "cost," as applied to tel ecomruni cations
plant, rights of way and other intangible property, neans the
actual noney cost of (or the current noney val ue of any
consi deration or other than noney exchanged for) property at the
time when it was first dedicated to use by a regul ated
t el ecomruni cations entity, whether the accounting conpany or by
predecessors.

For the application of this definition to property acquired
from predecessors see u32.2000(b) (1) of Subpart C. Note also the
definition of Cost in this section.

"Plant retired" neans plant which has been renoved, sold,
abandoned, destroyed, or otherw se w thdrawn from service.
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"Retirement units,"” as applied to depreciable
t el ecomuni cations plant, neans those itens of plant which when
removed (with or without replacenent) cause the initiation of
retirenment accounting entries.

"Salvage value" neans the anount received for property
retired, if sold, or if retained for reuse, the anount at which
the material recovered is chargeable to Account 1220, WMateri al
and Supplies, or other appropriate account.

"Straight-line method," as applied to depreciation accounting,
means the plan under which the cost of property is charged to
operating expenses and credited to accunul at ed depreci ation
t hrough equal annual charges as nearly as may be during its
service life.

"Subsidiary record categories" neans those segregations of
certain regul ated costs, expenses and revenues whi ch nust be
mai nt ai ned and are subject to specific reporting requirenmnents of
t his Comm ssi on.

"Subsystems, parallel mechanisms" neans processes or
procedures whi ch augnment the use of a chart of accounts in the
financial operation of the entity. These subsystens operate on
and/ or process account and subsidiary record information for
speci fi c purposes.

"Telecommunications” neans any transm ssion, em ssion, or
reception or signs, signals, witing, inmages or sounds or
intelligence of any nature by wre, radio, visual or other
el ectromagnetic systens. This enconpasses the aggregate of
several nodes of conveying information, signals or nessages over
a distance. Included in the telecomunications industry is the
transmtting, receiving, or exchanging of information anong
mul tiple |ocations. The m ninum el enents required for the
t el econmuni cati ons process to occur are a nmessage source, a
transm ssi on nmedi um and a receiver.

"Time of installation" neans the date at which
t el ecomuni cations plant is placed in service.

"Time of retirement" neans the date at which
tel ecommuni cations plant is retired from service.

"Tangible property" neans assets characterized by physical

exi stence, such as |and, buildings, equipnent, furniture,
fixtures and tools.
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