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GUESS WHAT ?!  You are doing 
PART 32 this year
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GENERAL
Part 32 is in its 23rd yearPart 32 is in its 23 year.

Part 32 is a Uniform System of Accounts (USOA) prescribed by the 
FCC for telecommunications companies.

Part 32 accounts are used to record, in monetary terms, the basic
transactions, functions or activities which occur on a consistent and
continuing basis. The accounts are intended to reflect a functional
and technological viewand technological view.

Part 32 does not provide for a natural expense classification, though
the expense matrix provides some natural classification.

Sub-accounts may be used as deemed appropriate providing that 
the number of the controlling account is included.
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WEBSITES FOR REFERENCE

http://www.access.gpo.gov/nara/cfr/cfr-table-search.html

http://www.fcc.gov/

http://www.usda.gov/rus/telecom/index.htm

http://www.usda.gov/rus/telecom/publications/html/1770.htm
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GENERAL

A t ti ti i i t t thAccurate time reporting is more important than ever 
because of the diversity of operations in today’s 
telecommunication environment.  It directly affects the 
fi i l diti f th C A t ti tifinancial condition of the Company.  Accurate time reporting 
and classification of cost are important for:

Financial statement preparationFinancial statement preparation
Evaluating performance of business segments
Settlements
R l t tiRegulatory reporting
Cost allocations
Income tax
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GENERAL

Wh ti ti t fi t d t i th fWhen reporting time, you must first determine the company for 
which you are working.  Example: Co-op has three operating 
companies as follows:

ABC ILEC (Co-op)
ABC Celltel (Celltel) (Nonoperating company holding cellular 
partnership)
ABC C i ti LP (C ) (S b idi d f tiABC Communications, LP (Comm) (Subsidiary used for operating 
nonregulated business segments)

Most employees will not perform any services for Celltel.
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GENERAL
When performing services for Comm accurate time reportingWhen performing services for Comm, accurate time reporting 
requires you to identify the business segment for which you are 
working.  Comm has the following business segments:

Long distanceLong distance
Internet
Cellular operations
CLEC

Different accounts are used for various 
business segments and functions.

Transport

Time reports used by ABC Co-op are as follows:

Installer/Repairman - Completed daily by I&R personnelInstaller/Repairman    Completed daily by I&R personnel
Construction                - Completed daily by construction crew
Pay Period Summary  - Completed once each pay period by all

inside and warehouse personnel
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CAPITALIZE vs. EXPENSE

CAPITALIZE
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EXPENSE



CAPITALIZE vs. EXPENSE
Capitalize costs that benefit more than one period Amortize orCapitalize costs that benefit more than one period. Amortize or
depreciate the cost of the asset over its estimated useful life.

Expense minor repair or maintenance costs
Distinguishing characteristic is that cost should neither add to
value of the property nor prolong its economic lifevalue of the property nor prolong its economic life

Capitalize replacements that are considered retirement
units Retire plant replacedunits. Retire plant replaced.

The best way to capture these are by reporting plant 
removed or abandoned on timesheet.

9



CAPITALIZE vs. EXPENSE
Expense replacementsExpense replacements

If the replacement effects a substantial betterment, charge
excess cost of betterment to plant.
If i i l t f it l d t b ifi llIf original cost of item replaced cannot be specifically
identified (not a unit of property), charge replacement to
expense. Example: (Air conditioning unit, carpet, roof.)

Follow the FCC guidelines relative to support assets
Purchase of Support Assets (2112-2123) under $2,000 and
computers under $500 can be expensed in current period
regardless of their estimated useful life in agreement with CC
Docket No. 95-60
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CAPITALIZE vs. EXPENSE

The cost of the individual items of equipment, classifiable to Accounts 2112,
Motor vehicles; 2113, Aircraft; 2114, Tools and Other Work Equipment;
2122, Furniture; 2123, Office equipment; and 2124, General purpose
computers, costing $2,000 or less or having a life less than one year shall be
h d t th li bl Pl t S ifi O ti E tcharged to the applicable Plant Specific Operations Expense accounts,

except for personal computers falling within Account 2124. Personal
computers classifiable to Account 2124, with a total cost for all components,
including initial operating software, of $500 or less shall be charged to the
applicable Plant Specific Operations Expense accounts If the aggregateapplicable Plant Specific Operations Expense accounts. If the aggregate
investment in the items is relatively large at the time of acquisition, such
amounts shall be maintained in an applicable material and supplies account
until items are used.

Suggested retirement unit for cable – 300 to 500 feet.
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REGULATED AND 
NONREGULATED ACTIVITIES

Sections 32 14 and 32 23 discuss accounting for regulated andSections 32.14 and 32.23 discuss accounting for regulated and
nonregulated activities that involve common use of assets and those
that do not. Section 32.27 describes accounting for transactions
with nonregulated affiliates.g

Common use of assets - use accounts prescribed for the activity by
Part 32 Sub-account investment between solely regulated, solely
nonregulated and common. Common will be allocated between
regulated and nonregulated generally off ledgerregulated and nonregulated, generally off ledger.

No common use of assets - use accounts 1406 for investment and
7990 for income/expense and maintain a separate set of books.p p
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REGULATED AND 
NONREGULATED ACTIVITIES

Joint operation of regulated companies - Parent initially recordsJoint operation of regulated companies Parent initially records
entire cost to plant or expense. Apportion expenses to subsidiary
by crediting expense on parent’s books and debiting expense on
subsidiary’s books. Same result is achieved by initially recording
expense as a receivable on parent’s books and payable and

b idi ’ b k A ll f texpense on subsidiary’s books. Any allowance for return on
property used should be recorded as rent revenue.

Accounting for joint operation of regulated companies is
designed to avoid duplicating expense for settlements. Same
results are achieved for use of property by charging a costresults are achieved for use of property by charging a cost
based lease amount recorded as expense by the subsidiary and
rent revenue by the parent and reducing the parent’s revenue
requirement by the rent revenue.
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REGULATED AND 
NONREGULATED ACTIVITIES

REGULATED NONREGULATED
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Telecommunication Plant –Telecommunication Plant 
Accounts 2001-2690

The telecommunications plant accounts are designed to show theThe telecommunications plant accounts are designed to show the
investment in tangible and intangible telecommunications plant,
which ordinarily has a service life of more than one year.

Acquired by direct purchase, self-construction or construction by anq y p , y
outside contractor.
Contributions from third parties toward the construction of plant shall be
credited to the accounts charged with the construction cost.
Pl i d f h l h h ll b d dPlant acquired from another telephone company shall be recorded at
the original cost per the selling company’s records, unless the price is
less than $100,000 in which case the plant shall be recorded at
acquisition cost.
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Telecommunication Plant –Telecommunication Plant 
Accounts 2001-2690

The original cost or an average cost of property retired shall beThe original cost or an average cost of property retired shall be
credited to the plant account and debited to accumulated
depreciation upon sale, abandonment or other disposition.
Continuing property records are required for all plant accounts.Continuing property records are required for all plant accounts.
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Plant Accounts – Accounts 2002-2690

2002 – Property Held for Future Use - Includes the2002 – Property Held for Future Use - Includes the
original cost of property owned and held for no longer than two
years under a definite plan for use. If at the end of two years the
property is not in service, the cost can remain here but must bep p y
excluded from rate base.
2003 – Telecommunications Plant Under Construction
- Includes the original cost of construction projects. Projects
estimated to be completed within 2 months or estimated to amount
to less than $100,000 may be charged directly to the plant accounts.
Projects suspended for six months or more can remain here but
must be excluded from rate base Abandoned projects shall bemust be excluded from rate base. Abandoned projects shall be
expensed to account 7370 - Special Charges.
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Plant Accounts – Accounts 2002-2690

2005 - Telecommunications Plant Adjustment -2005 - Telecommunications Plant Adjustment -
Includes the excess of the fair market value of plant acquired from
another telco plus acquisition expenses over the original cost of
such plant. The amount approved by regulators can be amortized top pp y g
account 6565. The amount not approved is amortized to account
7370. Adjustments of $100,000 or less can be expensed in the year
incurred.
2007 - Goodwill - Excess of the purchase price of plant over its
fair market value.
2124 - General Purpose Computers - Includes the original

t f t d i h l d i hi h d i d tcost of computers and peripheral devices which are designed to
perform general administrative information processing activities.
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Plant Accounts – Accounts 2002-2690

Sec. 32.2124 General Purpose Computers

This account does not include the cost of computers, their associated
i h l d i d th i i iti l ti t ftperipheral devices, and their initial operating system software

associated with switching, network signaling, network operations or
other specific telecommunications plant. Such computers, peripherals,
and software shall be classified to the appropriate switching, network
signaling, network expense, or other plant account.
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Plant Accounts – Accounts 2002-2690

2311 – Station Apparatus Customer premise2311 – Station Apparatus – Customer premise
equipment owned by the company and leased to customers.
Equipment costs remain in this account until final disposition
even if removed from service and returned to stockeven if removed from service and returned to stock.
2690 – Intangibles - Includes costs of organizing and
incorporating the company, the original cost of patent rights,
and other intangible property having a life of more than oneand other intangible property having a life of more than one
year and used in connection with the company's
telecommunications operations. Includes software costs, if
recorded as an intangiblerecorded as an intangible.
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Plant Accounts – Accounts 2002-2690

Per revised Part 32 description included in the Code of Federal
Regulations (CFR 47), account 2114 description was changed to
the following:the following:

Sec. 32.2114 Tools and Other Work Equipment 

This account shall include the original cost of special purpose
vehicles and the original cost of tools and equipment used to
maintain special purpose vehicles and items included in
Accounts 2112 and 2113. This account shall also include
the original cost of power-operated equipment, general
purpose tools, and other items of work equipment.
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A/D and Amortization –A/D and Amortization 
Accounts 3100-3600

This series of accounts includes accumulated depreciation andThis series of accounts includes accumulated depreciation and 
amortization for tangible and intangible plant accounts.

Selected AccountsSelected AccountsSelected AccountsSelected Accounts
3100 – Accumulated Depreciation – Used for recording depreciation
expense, retirements, salvage and costs of removal for plant in service.
3300 – Accumulated Depreciation – Nonoperating – Used forp p g
recording depreciation expense, retirements, salvage and costs of
removal for nonoperating plant.
3500 – Accumulated Depreciation – Intangible – Used for recording
amortization expense retirements and salvage for intangible assetsamortization expense, retirements and salvage for intangible assets
carried in Account 2690.
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Expenses - Accounts 6000-6790

Plant specific Operations ExpensePlant specific Operations Expense
Accounts 6112-6441

Plant nonspecific Operations Expense
Accounts 6511 6540Accounts 6511-6540

Depreciation and Amortization Expense
Accounts 6561-6565

Customer Operations ExpenseCustomer Operations Expense
Accounts 6611-6623

Corporate Operations Expense
Accounts 6711 6790Accounts 6711-6790

Refer to Expense Classification Guide for guidance on selected 
transactions
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Work Orders – Common Audit 
Findings

Findings:Findings:
1. Work orders are not closed in a timely manner.

Effects:
• Causes telco to overcapitalize AFUDC  understate • Causes telco to overcapitalize AFUDC, understate 

interest expense
• Causes telco to understate depreciation expense
• CPRs may be incorrect
• Can affect NECA recovery

Recommendations:
• List any work orders with no activity for 30 days 

and provide list to plant supervisor for resolutionand provide list to plant supervisor for resolution
• Consider a scope. Close work orders 

automatically each month under that scope
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Work Orders – Common Audit 
Findings

Findings:g
2. Materials are not assigned to work orders in a timely 

manner.
Effects:

O  i  d  l   TPUC• Overstates inventory, understates plant or TPUC
• Inventory adjustments may be spread to incorrect 

accounts
• Causes AFUDC to be understated
• Causes Depreciation to be understated
• Can affect NECA recovery
• Creates unnecessary work for all involved

Recommendations:Recommendations:
• Checklist when plantmen remove inventory from 

warehouse, requiring work order number
• Training
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Work Orders – Common Audit 
Findings

Findings:Findings:
3. Retirement work orders do not include value of plant 

retired.
Effects:

• Overstates Plant In Service
• CPRs are not accurate
• May cause depreciation expense to be overstated
• Can affect NECA recovery• Can affect NECA recovery
• Creates unnecessary work for all involved

Recommendations:
• Training
• Accountable employee
• Consider revising timesheet
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Inventory – Common Audit 
Findings

Findings:Findings:
1. Inventory that is obsolete is included in the materials 

and supplies inventory.
Effects:

• Overstates inventory
• Possible overstatement of Net Income

Recommendations:
If i t   l d f   i  • If inventory was salvaged from a previous 
retirement
1.  Reverse entry that previously recorded the

inventory
2.  Consider reviewing depreciation rates to ensure

that they are reasonable
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Inventory – Common Audit 
Findings

Recommendations: (continued)
3.  In rare cases, this could indicate an 

extraordinary retirement
4.  Physically segregate and label obsolete y y g g

inventory
5.  Educate the employees performing the 

physical count
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Inventory – Common Audit 
Findings

Findings:Findings:

2. Poor physical inventory counts including ineffective 
cut-off procedures and the improper inclusion in 
i t  t f iti l  i l  inventory count of critical spares previously 
capitalized.

Recommendations:
• Physically segregate, and maintain a list of, critical 

spares
• Review accounts payable cut-off procedures

Ed t  th  l  f i  th  h i l • Educate the employees performing the physical 
count
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Cost of Goods Sold – Common 
Audit Findings

Findings:Findings:

1. Cost of Goods Sold (COGS) was understated due to
untimely work order closings and expenses codeduntimely work order closings and expenses coded

incorrectly to accounts other than COGS.

Effects:
• Expense and Revenues may not be matched
• Services may be under priced
• Expenses that should be billed to customers 

ld b  i dcould be missed
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Cost of Goods Sold – Common 
Audit Findings

Recommendation:Recommendation:
1. Match billed invoices to related COGS for each invoice

using an excel spreadsheet.
2 This comparison should be prepared by accounting  but2. This comparison should be prepared by accounting, but

shared with other departments if they are responsible 
for determining pricing, etc for the goods or services.

3 Compare this spreadsheet to any other internally 3. Compare this spreadsheet to any other internally 
prepared documentation used in determining the sales 
price of the goods or service.

Examples of this include sales of KSU’s and other custom 
work performed on behalf of others.
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The End
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