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Federal Communications Commission § 32.101 

be recorded at no more than the lower 
of fair market value and fully distrib-
uted cost. 

(1) Floor. When services are sold by or 
transferred from a carrier to an affil-
iate, the higher of fair market value 
and fully distributed cost establishes a 
floor, below which the transaction can-
not be recorded. Carriers may record 
the transaction at an amount equal to 
or greater than the floor, so long as 
that action complies with the Commu-
nications Act of 1934, as amended, Com-
mission rules and orders, and is not 
otherwise anti-competitive. 

(2) Ceiling. When services are pur-
chased from or transferred from an af-
filiate to a carrier, the lower of fair 
market value and fully distributed cost 
establishes a ceiling, above which the 
transaction cannot be recorded. Car-
riers may record the transaction at an 
amount equal to or less than the ceil-
ing, so long as that action complies 
with the Communications Act of 1934, 
as amended, Commission rules and or-
ders, and is not otherwise anti-com-
petitive. 

(3) Threshold. For purposes of this 
section, carriers are required to make a 
good faith determination of fair mar-
ket value for a service when the total 
aggregate annual value of that service 
reaches or exceeds $500,000, per affil-
iate. When a carrier reaches or exceeds 
the $500,000 threshold for a particular 
service for the first time, the carrier 
must perform the market valuation 
and value the transaction in accord-
ance with the affiliate transactions 
rules on a going-forward basis. All 
services received by a carrier from its 
affiliate(s) that exist solely to provide 
services to members of the carrier’s 
corporate family shall be recorded at 
fully distributed cost. 

(d) In order to qualify for prevailing 
price valuation in paragraphs (b) and 
(c) of this section, sales of a particular 
asset or service to third parties must 
encompass greater than 25 percent of 
the total quantity of such product or 
service sold by an entity. Carriers shall 
apply this 25 percent threshold on an 
asset-by-asset and service-by-service 
basis, rather than on a product-line or 
service-line basis. In the case of trans-
actions for assets and services subject 
to section 272, a BOC may record such 

transactions at prevailing price regard-
less of whether the 25 percent threshold 
has been satisfied. 

(e) Income taxes shall be allocated 
among the regulated activities of the 
carrier, its nonregulated divisions, and 
members of an affiliated group. Under 
circumstances in which income taxes 
are determined on a consolidated basis 
by the carrier and other members of 
the affiliated group, the income tax ex-
pense to be recorded by the carrier 
shall be the same as would result if de-
termined for the carrier separately for 
all time periods, except that the tax ef-
fect of carry-back and carry-forward 
operating losses, investment tax cred-
its, or other tax credits generated by 
operations of the carrier shall be re-
corded by the carrier during the period 
in which applied in settlement of the 
taxes otherwise attributable to any 
member, or combination of members, 
of the affiliated group. 

(f) Companies that employ average 
schedules in lieu of actual costs are ex-
empt from the provisions of this sec-
tion. For other organizations, the prin-
ciples set forth in this section shall 
apply equally to corporations, propri-
etorships, partnerships and other forms 
of business organizations. 

[67 FR 5679, Feb. 6, 2002, as amended at 69 FR 
53648, Sept. 2, 2004] 

Subpart C—Instructions for 
Balance Sheet Accounts 

§ 32.101 Structure of the balance sheet 
accounts. 

The Balance Sheet accounts shall be 
maintained as follows: 

(a) Account 1120, Cash and equiva-
lents, through Account 1500, Other ju-
risdictional assets—net, shall include 
assets other than regulated-fixed as-
sets. 

(b) Account 2001, Telecommuni-
cations plant in service, through Ac-
count 2007, Goodwill, shall include the 
regulated-fixed assets. 

(c) Account 3100, Accumulated depre-
ciation through Account 3410, Accumu-
lated amortization—capitalized leases, 
shall include the asset reserves except 
that reserves related to certain asset 
accounts will be included in the asset 
account. (See §§ 32.2005, 32.2682 and 
32.2690.) 
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(d) Account 4000, Current accounts 
and notes payable, through Account 
4550, Retained earnings, shall include 
all liabilities and stockholders equity. 

[67 FR 5680, Feb. 6, 2002] 

§ 32.102 Nonregulated investments. 
Nonregulated investments shall in-

clude the investment in nonregulated 
activities that are conducted through 
the same legal entity as the telephone 
company operations, but do not involve 
the joint or common use of assets or 
resources in the provision of both regu-
lated and nonregulated products and 
services. See §§ 32.14 and 32.23. 

[52 FR 6561, Mar. 4, 1987] 

§ 32.103 Balance sheet accounts for 
other than regulated-fixed assets to 
be maintained. 

Balance sheet accounts to be main-
tained by Class A and Class B tele-
phone companies for other than regu-
lated-fixed assets are indicated as fol-
lows: 

BALANCE SHEET ACCOUNTS 

Account title Class A 
account 

Class B 
account 

Current assets 

Cash and equivalents ........................ 1120 1120 
Receivables ....................................... 1170 1170 
Allowance for doubtful accounts ....... 1171 1171 
Supplies: 

Material and supplies ................. 1220 1220 
Prepayments ..................................... 1280 1280 
Other current assets .......................... 1350 1350 

Noncurrent assets 

Investments: 
Nonregulated investments .......... 1406 1406 
Other noncurrent assets ............ 1410 1410 

Deferred charges: 
Deferred maintenance, retire-

ments and other deferred 
charges ................................... 1438 1438 

Other: 
Other jurisdictional assets-net .... 1500 1500 

[67 FR 5680, Feb. 6, 2002] 

§ 32.1120 Cash and equivalents. 
(a) This account shall include the 

amount of current funds available 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) This account shall include the 
amount of cash on special deposit, 

other than in sinking and other special 
funds provided for elsewhere, to pay 
dividends, interest, and other debts, 
when such payments are due one year 
or less from the date of deposit; the 
amount of cash deposited to insure the 
performance of contracts to be per-
formed within one year from date of 
the deposit; and other cash deposits of 
a special nature not provided for else-
where. This account shall include the 
amount of cash deposited with trustees 
to be held until mortgaged property 
sold, destroyed, or otherwise disposed 
of is replaced, and also cash realized 
from the sale of the company’s securi-
ties and deposited with trustees to be 
held until invested in physical property 
of the company or for disbursement 
when the purposes for which the securi-
ties were sold are accomplished. 

(c) Cash on special deposit to be held 
for more than one year from the date 
of deposit shall be included in Account 
1410, Other noncurrent assets. 

(d) This account shall include the 
amount of cash advanced to officers, 
agents, employees, and others as petty 
cash or working funds from which ex-
penditures are to be made and ac-
counted for. 

(e) This account shall include the 
cost of current securities acquired for 
the purpose of temporarily investing 
cash, such as time drafts receivable 
and time loans, bankers’ acceptances, 
United States Treasury certificates, 
marketable securities, and other simi-
lar investments of a temporary char-
acter. 

(f) Accumulated changes in the net 
unrealized losses of current marketable 
equity securities shall be included in 
the determination of net income in the 
period in which they occur in Account 
7300, Other Nonoperating Income and 
Expense. 

(g) Subsidiary record categories shall 
be maintained in order that the entity 
may separately report the amounts of 
temporary investments that relate to 
affiliates and nonaffiliates. Such sub-
sidiary record categories shall be re-
ported as required by part 43 of this 
chapter. 

[67 FR 5681, Feb. 6, 2002] 
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