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To record a reduction in the deferred
Statement No. 106 transition obliga-
tion resulting from the adoption of
the SERP.

NOTE: The dollar value of this entry must
not exceed the deferral shown on the balance
sheet.

If, after the two previous reductions
have been made, any net credit re-
mains, it shall be recognized in a man-
ner consistent with prior service costs;
that is, as an off balance sheet item
that is amortized over the remaining
service lives (to full eligibility) of the
active plan participants. The annual
amortization reduces amounts nor-
mally charged to the various oper-
ations, maintenance, and administra-
tive expense accounts and Account
228.3 as postretirement benefit ex-
penses.

[58 FR 59825, Nov. 10, 1993, as amended at 59
FR 27436, May 27, 1994; 60 FR 55430, 55435–
55438, Nov. 1, 1995; 62 FR 42319–42321, 42323,
42330, Aug. 6, 1997]

§§ 1767.42–1767.45 [Reserved]

Subpart C—Depreciation Rates
and Procedures [Reserved]

§§ 1767.46–1767.65 [Reserved]

Subpart D—Preservation of
Records [Reserved]

§§ 1767.66–1767.85 [Reserved]

PART 1770—ACCOUNTING RE-
QUIREMENTS FOR RUS TELE-
PHONE BORROWERS

Subpart A—General Provisions

Sec.
1770.1—1770.9 [Reserved]

Subpart B—Uniform System of Accounts

1770.10 General.
1770.11 Accounting system requirements.
1770.12 Supplementary accounts.
1770.13 Accounting requirements.
1770.14 Continuing property records.
1770.15 Supplementary accounts required of

all borrowers.
1770.16 Supplementary accounts required of

nonprofit organizations.
1770.17—1770.25 [Reserved]

Subpart C—Accounting Interpretations

1770.26 General.
1770.27 Definitions.
1770.28–1770.45 [Reserved]

APPENDIX TO SUBPART C TO PART 1770—AC-
COUNTING METHODS AND PROCEDURES RE-
QUIRED OF ALL BORROWERS

AUTHORITY: 7 U.S.C. 901 et seq.; 7 U.S.C. 1921
et seq.; Pub. L. 103–354, 108 Stat. 3178 (7 U.S.C.
6941 et seq.).

SOURCE: 55 FR 3388, Feb. 1, 1990, unless oth-
erwise noted.

Subpart A—General Provisions

§§ 1770.1—1770.9 [Reserved]

Subpart B—Uniform System of
Accounts

§ 1770.10 General.

This subpart implements provisions
of the standard RUS loan documents
with respect to the accounting system
accounts to be maintained by tele-
communications borrowers of the
Rural Utilities Service.

§ 1770.11 Accounting system require-
ments.

(a) Each RUS borrower subject to the
jurisdiction of the Federal Communica-
tions Commission (FCC) or a State reg-
ulatory body shall maintain its ac-
counts and records in accordance with
the rules and regulations prescribed by
that regulatory body.

(b) Each RUS borrower not subject to
regulatory control as specified in
§ 1770.11(a) shall maintain its accounts
and records in accordance with the
FCC Uniform System of Accounts as
set forth in part 32 of the Commission’s
Rules and Regulations.

(1) RUS borrowers having annual rev-
enues derived from regulated tele-
communications operations of
$100,000,000 or more shall maintain the
accounts prescribed in part 32 for Class
A companies.

(2) RUS borrowers having annual rev-
enues derived from regulated tele-
communications operations of less
than $100,000,000 shall maintain the ac-
counts prescribed in part 32 for Class B
companies.
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(3) RUS borrowers maintaining the
accounts prescribed for Class B compa-
nies may adopt the Class A accounts if
they desire more detailed and sophisti-
cated accounting records.

§ 1770.12 Supplementary accounts.
(a) All borrowers shall maintain the

supplementary accounts set forth in
§ 1770.15. These accounts conform in
number and title with accounts pre-
scribed in the FCC Uniform System of
Accounts. In those instances in which a
State regulatory body having jurisdic-
tion over an RUS borrower has pre-
scribed a system of accounts differing
from that of the FCC, the account ti-
tles prescribed by RUS in § 1770.15 shall
remain unchanged; however, the sup-
plementary account numbers shall be
changed to conform with the State’s
accounting system.

(b) In addition to the accounts set
forth in § 1770.15, cooperative or other
nonprofit borrowers shall maintain the
supplementary accounts set forth in
§ 1770.16.

(c) Borrowers are permitted to devi-
ate from the specific subaccount num-
bers detailed in §§ 1770.15 and 1770.16
provided that the primary account
numbers and account descriptions con-
form with those prescribed.

(Approved by the Office of Management and
Budget under control number 0572–0003)

§ 1770.13 Accounting requirements.
(a) Each borrower shall maintain its

books of accounts on the accrual basis
of accounting. All transactions shall be
recorded in the period in which they
occur and reconciled monthly. The
books of accounts shall be closed at the
end of each fiscal year and financial
statements shall be prepared for the

period and audited in accordance with
the provisions of 7 CFR part 1773, RUS
Policy on Audits of Electric and Tele-
phone Borrowers.

(b) All books of accounts, records,
and memoranda shall be maintained in
such a manner as to fully support the
journal entries to which they relate.
The books and records referred to here-
in shall include records of a nontech-
nical nature such as minute books,
stock and membership records, reports,
correspondence, and memoranda.

(c) Interpretations of Federal or
State requirements shall be referred to
the applicable commission exercising
jurisdiction over the borrower.

(d) Interpretations of RUS account-
ing requirements shall be referred to
the appropriate Telephone Area office
of RUS.

§ 1770.14 Continuing property records.
Each borrower shall maintain con-

tinuing property records which detail
the date of placement, location, de-
scription of property, and the original
cost of the property record units. The
continuing property record and other
underlying records of construction
costs shall be maintained so that upon
retirement of one or more retirement
units or of minor items without re-
placement when not included in the
costs of retirement units, the actual
cost of the plant retired can be deter-
mined.

§ 1770.15 Supplementary accounts re-
quired of all borrowers.

Accounts prescribed in the Stock-
holders’ Equity and Patronage Capital
section shall be maintained by stock
companies and cooperatives as appro-
priate.

Class of company

Account titleAccount No.

A B

Current Assets

1130.1 1120.11 Cash—General Fund.
1130.2 1120.12 Cash—Construction Fund Trustee.
1130.3 1120.13 Cash—Transfer of Funds.

1120.21 Special Cash Deposits.
1150.1 1120.31 Petty Cash Fund
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Class of company

Account titleAccount No.

A B

This account shall include funds in the custody of employees or agents for making minor disburse-
ments. The fund shall be operated on an imprest basis. Expenditures shall be supported by receipts,
and reimbursements 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 unreimbursed expenditures shall equal the amount of the fund.

1150.2 1120.32 Change Fund.

Supplies
1220.1 1220.1 Materials and Supplies.
1220.2 1220.2 Property Held for Sale or Lease.
1220.3 1220.3 Exempt Materials—Clearing.

Prepayments
1280.1 Prepaid Rents.
1280.2 Prepaid Taxes.
1280.3 Prepaid Insurance.
1280.4 Prepaid Directory Expenses.
1280.5 Other Prepayments.

Investments

1402.1 1402.1 Investments in Nonaffiliated Companies—Class B RTB Stock.
1402.11 1402.11 Investments in Nonaffiliated Companies—Class B RTB Stock—Cr.
1402.2 1402.2 Investments in Nonaffiliated Companies—Class C RTB Stock.
1402.3 1402.3 Other Investments in Nonaffiliated Companies.

Property, Plant, and Equipment

2001.1 2001.1 Telecommunications Plant in Service—Classified.
2001.2 2001.2 Telecommunications Plant in Service—Unclassified.
2003.1 2003.1 Telecommunications Plant Under Construction—Short Term—Contract.
2003.2 2003.2 Telecommunications Plant Under Construction—Short Term—Force Account.
2003.3 2003.3 Telecommunications Plant Under Construction—Short Term—Work Orders.
2004.1 2004.1 Telecommunications Plant Under Construction—Long Term—Contract.
2004.2 2004.2 Telecommunications Plant Under Construction—Long Term—Force Account.
2004.3 2004.3 Telecommunications Plant Under Construction—Long Term—Work Orders.

Telecommunications Plant in Service

2210.11 Central Office Switching—Analog.
2210.21 Central Office Switching—Digital.
2210.31 Central Office Switching—Electro-Mechanical—Step-by-Step.
2210.32 Central Office Switching—Electro-Mechanical—Crossbar.
2210.33 Central Office Switching—Electro-Mechanical—Other.
2230.11 Central Office Transmission—Radio Systems—Satellite and Earth Station Facilities.
2230.12 Central Office Transmission—Radio Systems—Other.
2230.21 Central Office Transmission—Circuit Equipment.

Depreciation and Amortization

3100x 3100x Retirement Work in Progress.

Current Liabilities

4010.11 4010.11 Accounts Payable to Affiliated Companies.
4010.21 4010.21 Accounts Payable to Nonaffiliated Companies.
4010.22 4010.22 Accounts Payable—Employees’ Income Tax Withheld.
4010.23 4010.23 Accounts Payable—FICA Taxes Withheld.
4010.24 4010.24 Accounts Payable—Federal Excise Taxes.
4010.25 4010.25 Accounts Payable—Payroll.
4070.1 4070.1 Income Taxes Accrued—Federal.
4070.2 4070.2 Income Taxes Accrued—State and Local
4080.1 4080.1 Other Taxes Accrued—Property.
4080.2 4080.2 Other Taxes Accrued—Employer’s Portion—FICA.
4080.3 4080.3 Other Taxes Accrued—Federal Unemployment.
4080.4 4080.4 Other Taxes Accrued—State Unemployment.
4080.5 4080.5 Other Taxes Accrued—Miscellaneous.
4120.1 4120.1 Unmatured Interest Accrued—RUS Notes.
4120.2 4120.2 Unmatured Interest Accrued—Telephone Bank Notes.
4120.3 4120.3 Unmatured Interest Accrued—Federal Financing Bank Notes.
4120.4 4120.4 Unmatured Interest Accrued—Bank for Cooperatives Notes.
4120.5 4120.5 Unmatured Interest Accrued—Rural Telephone Finance Cooperative Notes.
4120.6 4120.6 Other Accrued Liabilities.

Long-Term Debt

4210.11 4210.11 Funded Debt—Other.
4210.12 4210.12 RUS Notes.
4210.13 4210.13 Telephone Bank Notes.
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Class of company

Account titleAccount No.

A B

4210.14 4210.14 Federal Financing Bank Notes.
4210.15 4210.15 Bank for Cooperatives Notes.
4210.16 4210.16 Rural Telephone Finance Cooperative Notes.
4210.17 4210.17 RUS Notes—Deferred Interest.
4210.18 4210.18 RUS Notes—Advance Payments, Dr.
4210.19 4210.19 Funded Debt—Other—Unadvanced, Dr.
4210.20 4210.20 RUS Notes—Unadvanced, Dr.
4210.21 4210.21 Telephone Bank Notes—Unadvanced, Dr.
4210.22 4210.22 Federal Financing Bank Notes—Unadvanced, Dr.
4210.23 4210.23 Bank for Cooperatives Notes—Unadvanced, Dr.
4210.24 4210.24 Rural Telephone Finance Cooperative Notes—Unadvanced, Dr.

Stockholders’ Equity and Patronage Capital

4540.11 4540.11 Capital Stock Subscribed.
4540.12 4540.12 Memberships Subscribed but Unissued.
4540.13 4540.13 Members’ Equity Certificates Subscribed but Unissued.
4540.21 4540.21 Memberships Issued.
4540.22 4540.22 Members’ Equity Certificates Issued.
4540.23 4540.23 Members’ Equity—Other.
4540.31 4540.31 Installments Paid on Capital Stock.
4540.32 4540.32 Installments Paid on Memberships Subscribed.
4540.33 4540.33 Installments Paid on Equity Certificates Subscribed.
4540.41 4540.41 Other Capital—Miscellaneous.
4550.1 4550.1 Operating Margins.
4550.2 4550.2 Nonoperating Margins.
4550.3 4550.3 Other Margins.
4550.4 4550.4 Patronage Capital Assignable.
4550.5 4550.5 Patrons’ Capital Credits Assigned.
4550.6 4550.6 Gain on the Retirement of Capital Credits.

Plant Specific Operations Expense

6210.11 Analog Electronic Expense.
6210.21 Digital Electronic Expense.
6210.31 Electro-Mechanical Expense.
6230.11 Radio Systems Expense.
6230.21 Circuit Equipment Expense.

Plant Nonspecific Operations Expense

6560.1 Depreciation Expense.
6560.2 Amortization Expense.

Operating Taxes.
7200.1 Operating Investment Tax Credits—Net.
7200.2 Operating Federal Income Taxes.
7200.3 Operating State and Local Income Taxes.

7240.1 7200.41 Operating Taxes—Property.
7240.2 7200.42 Operating Taxes—Miscellaneous.

7200.5 Provision for Deferred Operating Income Taxes—Net.

Nonoperating Income and Expense

7300.1 Dividend Income.
7300.2 Interest Income.
7300.3 Income From Sinking and Other Funds.
7300.4 Allowance for Funds Used During Construction.
7300.5 Gains or Losses from the Disposition of Certain Property.
7300.6 Other Nonoperating Income and Expense.

Nonoperating Taxes

7400.1 Nonoperating Investment Tax Credits—Net.
7400.2 Nonoperating Federal Income Taxes.
7400.3 Nonoperating State and Local Income Taxes.
7400.4 Nonoperating Other Taxes.
7400.5 Provision for Deferred Nonoperating Income Taxes—Net.

Extraordinary Items

7600.1 Extraordinary Income Credits.
7600.2 Extraordinary Income Charges.
7600.3 Current Income Tax Effect of Extraordinary Items—Net.
7600.4 Provision for Deferred Income Tax Effect of Extraordinary Items—Net.

1130.1 1120.11 Cash—General Fund
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Class of company

Account titleAccount No.

A B

This account shall include all unrestricted funds derived from revenues and other sources which are on
deposit in banks or other financial institutions and available on demand. It shall also include funds in
transit to the depository for which customers and agents have received credit on their accounts. Sep-
arate subaccounts should be maintained for each bank account in which general fund cash is depos-
ited.

1130.2 1120.12 Cash—Construction Fund Trustee

This account shall include all loan funds received from RUS, the Rural Telephone Bank, the Federal Fi-
nancing Bank, the Bank for Cooperatives, the Rural Telephone Finance Cooperative, and all non-loan
funds supplied by the borrower under the terms of the loan contract or otherwise required by RUS.
The offsetting credit for funds received from RUS shall be to Account 4210.20, RUS Notes—
Unadvanced, Dr.; funds received from the Rural Telephone Bank, to Account 4210.21, Telephone
Bank Notes—Unadvanced, Dr.; funds received from the Federal Financing Bank, to Account 4210.22,
Federal Financing Bank Notes—Unadvanced, Dr.; funds received from the Bank for Cooperatives, to
Account 4210.23, Bank for Cooperatives Notes—Unadvanced, Dr.; and funds received from the Rural
Telephone Finance Cooperative, to Account 4210.24, Rural Telephone Finance Cooperative Notes—
Unadvanced, Dr.

1130.3 1120.13 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 amount of a check drawn for the transfer, and credited when the amount trans-
ferred is entered into the Cash Receipts Book.

1120.21 Special Cash Deposits

This account shall include all cash on special deposit, other than in sinking and other special funds pro-
vided 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 con-
tracts to be performed within one year from the date of the deposit; and other cash deposits of a spe-
cial nature not provided for elsewhere. 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 securities and deposited with trustees to be
held until invested in physical property of the company or for disbursement when the purposes for
which the securities were sold are accomplished.

1150.1 1120.31 Petty Cash Fund

This account shall include funds in the custody of employees or agents for making minor disburse-
ments. The fund shall be operated on an inprest basis. Expenditures shall be supported by receipts,
and reimbursements 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 unreimbursed expenditures shall equal the amount of the fund.

1150.2 1120.32 Change Fund

This account shall include funds in the custody of employees or agents for making change. Records
shall be kept of the amount held by each person. Disbursements shall not be made from the fund.

1220.1 1220.1 Materials and Supplies*

This account shall include the cost of materials and supplies held in stock including plant supplies,
motor vehicles supplies, tools, fuel, other supplies and material and articles of the company in proc-
ess of manufacture for supply stock.

Transportation charges and sales and use taxes, as far as practicable, shall be included as a part of
the cost of the particular material to which they relate. Transportation and sales and use taxes which
are not included as part of the cost of particular material shall be equitably apportioned among the
accounts to which material is charged.

As far as practicable, cash and other discounts on material shall be deducted in determining 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 equitably apportioned among the accounts
to which material is charged.

Material recovered in connection with construction, maintenance or retirement of property shall be
charged to this account as follows:
—Reusable items that, when installed or in service, were retirement units shall be included in this ac-

count at the original cost.
—Reusable minor items that, when installed or in service, were not retirement units shall be included

in this account at current prices new.
—The cost of repairing reusable material shall be charged to the appropriate Plant Specific Oper-

ations Expense accounts.
—Scrap and nonusable material included in this account shall be carried at the estimated amount

which will be received therefor. The difference between the amounts realized for scrap and nonusable
material sold, and the amounts at which it is carried in this account shall be adjusted in the accounts
credited when the material was taken up in this account.
Interest paid on material bills, the payments of which are delayed, shall be charged to Account 7540,

Other Interest Deductions.
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Class of company

Account titleAccount No.

A B

Inventories of materials and supplies shall be taken during each calendar year and the adjustments to
this account shall be charged or credited to Account 6512, Provisioning Expense.

1220.2 1220.2 Property Held for Sale or Lease*

This account shall include the cost of all items purchased for resale or lease. The cost shall include ap-
plicable transportation charges, sales and use taxes, and cash and other purchase discounts. Inven-
tory shortages and overages shall be charged and credited, respectively to Account 7991, Other Non-
regulated Revenues.
*These accounts shall not include items which are related to a nonregulated activity unless that activ-

ity involves joint or common use of assets and resources in the provision of regulated and nonregulated
products and services.

1220.3 1220.3 Exempt Materials—Clearing

This account shall include the cost of materials and supplies designated as exempt material on the car-
rier’s ‘‘Exempt Material List’’. Charges to this account shall be cleared monthly to the primary plant
and maintenance accounts in accordance with percentages developed by the individual carriers.

When there is a substantial amount of exempt 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 mainte-
nance accounts on a pro-rata basis related to the original charges to these accounts. This entry shall
be reversed at the first of the year.

1280.1 Prepaid Rents

This account shall include the amount of rents paid in advance of the period in which it is chargeable to
income, except amounts chargeable to telecommunications plant under construction and minor
amounts which may be charged directly to the final accounts. As the term expires for which the rents
are paid, this account shall be credited monthly and the appropriate account charged.

1280.2 Prepaid Taxes

This account shall include the balance of all taxes paid in advance of the period in which they are
chargeable to income, except amounts chargeable to telecommunications plant under construction
and minor amounts which may be charged directly to the final accounts. As the term expires for
which the taxes are paid, this account shall be credited monthly and the appropriate account charged.

1280.3 Prepaid Insurance

This account shall include the amount of insurance premiums paid in advance of the period in which
they are chargeable to income, except premiums chargeable to telecommunications plant under con-
struction and minor amounts which may be charged directly to the final accounts. As the term expires
for which the premiums are paid, this account shall be credited monthly and the appropriate account
charged.

1280.4 Prepaid Directory Expenses

This account shall include the cost of preparing, printing, binding, and delivering directories and the cost
of soliciting advertisements for directories, except minor amounts which may be charged directly to
Account 6620, Services. Amounts in this account, shall be cleared to Account 6620 by monthly
charges representing that portion of the expenses applicable to each month.

1280.5 Other Prepayments

This amount shall include prepayments, other than those includable in Accounts 1280.1 through 1280.4
except minor amounts which may be charged directly to the final accounts. As the term expires for
which the payments apply, this account shall be credited monthly and the appropriate account
charged.

1402.1 1402.1 Investments in Nonaffiliated Companies—Class B RTB Stock

This account shall include the par value of the required purchase of Class B Rural Telephone Bank
stock and the par value of the Class B Rural Telephone Bank stock received as a patronage refund.
This account shall be debited at the time the refund is received and Account 1402.11, Investments in
Nonaffiliated Companies—Class B RTB Stock—Cr., credited.

This account shall be credited and Account 1402.11 debited when the patronage refund is redeemed.

1402.11 1402.11 Investments in Nonaffiliated Companies—Class B RTB Stock—Cr.

This account shall include the par value of Class B Rural Telephone Bank stock received as a patron-
age refund. This account shall be credited at the time the refund is received and Account 1402.1, In-
vestments in Nonaffiliated Companies—Class B RTB Stock, debited.

This account shall be debited and Account 1402.1 credited when the patronage refund is redeemed.

1402.2 1402.2 Investments in Nonaffiliated Companies—Class C RTB Stock

This account shall include the par value of the company’s investment in Class C Rural Telephone Bank
stock. Cash dividends on Class C stock shall be recorded in Account 7310/7300.1, Dividend Income,
when declared.

1402.3 1402.3 Other Investments in Nonaffiliated Companies
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Class of company

Account titleAccount No.

A B

This account shall include the acquisition cost of the company’s investment in securities issued by non-
affiliated companies, other than securities held in special funds which shall be charged to Account
1408, Sinking Funds, and also its investment advances to such parties and special deposits of cash
for more than one year from the date of deposit.

Declines in value of investments shall be charged to Account 4540.41, Other Capital, if temporary and
as a current period loss if permanent. Detailed records shall be maintained to reflect unrealized
losses for each investment.

2001.1 2001.1 Telecommunications Plant in Service—Classified

This account shall include the original cost of the property capitalized in Accounts 2110 through 2690.
2001.2 2001.2 Telecommunications Plant in Service—Unclassified

This account shall include the original cost of telecommunications property which has been completed
and placed in service but which has not been classified pending completion of final inventories of
construction, final cost summaries, etc. The balance in this account is subject to depreciation
charges.

2003.1 2003.1 Telecommunications Plant Under Construction—Short Term—Contract

This account shall include all costs incurred in the construction of telecommunications plant performed
under contract and designed to be completed in one year or less. Included among these costs are
contractor payments, and charges for engineering, supervision, taxes, insurance, transportation, and
other costs incurred in contract construction. This account shall be maintained such that the various
items of costs are readily identifiable.

2003.2 2003.2 Telecommunications Plant Under Construction—Short Term—Force Account

This account shall include all costs incurred in the construction of telecommunications plant performed
by the borrowers’ own employees and designed to be completed in one year or less. Included among
these costs are charges for material, labor, engineering, supervision, taxes, insurance, transportation,
supply expense, and other costs incurred in the construction. This account shall be maintained so
that the various items of cost are readily identified. Specific subaccounts should be maintained to dis-
tinguish individual projects.

2003.3 2003.3 Telecommunications Plant Under Construction—Short Term—Work Orders

This account shall include all costs incurred in the construction of telecommunications plant performed
under a work order system or a line extension contract and designed to be completed in one year or
less. This type of construction generally includes service installations, subscriber extensions, and
minor plant improvements after the completion of the initial system. Included among these costs are
charges for labor, materials and supplies, transportation, payroll taxes, insurance, 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 ledger control account.
Specific subaccounts should be maintained to accumulate costs incurred under line extension con-
tracts.

2004.1 2004.1 Telecommunications Plant Under Construction—Long Term—Contract

This account shall include all costs incurred in the construction of telecommunications plant performed
under contract and designed to be completed in more than one year. Included among these costs are
contractor payments, and charges for engineering, supervision, taxes, insurance, transportation, inter-
est during construction, and other costs incurred in contract construction. This account shall be main-
tained such that the various items of cost are readily identified.

2004.2 2004.2 Telecommunications Plant Under Construction—Long Term—Force Account

This account shall include all costs incurred in the construction of telecommunications plant performed
by the borrowers’ own employees and designed to be completed in more than one year. Included
among these costs are charges for material, labor, engineering, supervision, taxes, insurance, trans-
portation, supply expense, interest during construction, and other costs incurred in the construction.
This account shall be maintained such that the various items of cost are readily identified. Specific
subaccounts should be maintained to distinguish individual projects.

2004.3 2004.3 Telecommunications Plant Under Construction—Long Term—Work Orders

This account shall include all costs incurred in the construction of telecommunications plant performed
under a work order system or a line extension contract and designed to be completed in more than
one year. Included among these costs are charges for labor, materials and supplies, transportation,
payroll taxes, insurance, supervision, interest during construction, and other costs incurred in the con-
struction. Subsidiary records shall be maintained to reflect the cost of individual jobs. These records
shall be reconciled periodically with the general ledger control account. Specific subaccounts should
be maintained to accumulate costs incurred under line extension contracts.

2210.11 Central Office Switching—Analog*

This account shall include the original cost of stored program control analog circuit-switching and asso-
ciated equipment. This account shall also include the original cost of remote analog electronic circuit
switches.

2210.21 Central Office Switching—Digital*
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Class of company

Account titleAccount No.

A B

This account shall include the original cost of stored program control digital switches and their associ-
ated equipment. Included in this account is the original cost of digital switches which utilize either
dedicated or non-dedicated circuits. This account shall also include the original cost of remote digital
electronic switches.

2210.31 Central Office Switching—Electro-Mechanical—Step-by-Step*
This account shall include the original cost of step-by-step and associated circuit-switching equipment.

2210.32 Central Office Switching—Electro-Mechanical—Crossbar*
This account shall include the original cost of crossbar and associated circuit switching equipment. Also

included in this account is the original cost of electronic translator system equipment used in switch-
ing.

2210.33 Central Office Switching—Electro-Mechanical—Other*
This account shall include the original cost of all other types of non-electronic circuit-switching equip-

ment such as panel systems and their associated circuit-switching equipment.
*Switching plant excludes switchboards which perform operator assistance functions and equipment

which is an integral part thereof. It does not exclude equipment used solely for the recording of calling
telephone numbers in connection with customer dialed charged traffic, dial tandem switches, and spe-
cial switchboards used in conjunction with private line service; such equipment shall be classified to the
particular switch that it serves.

2230.11 Central Office Transmission—Radio Systems—Satellite and Earth Station Facilities
This account shall include the original cost of an ownership interest in satellites (including land-side

spares), other spare parts, materials, and supplies. It shall include launch insurance and other sat-
ellite launch costs. This account shall also include the original cost of earth stations and spare parts,
materials, and supplies therefor.

2230.12 Central Office Transmission—Radio Systems—Other
This account shall include the original cost of radio equipment used to provide radio communication

channels. Radio equipment is that equipment which is used for the generation, amplification, propa-
gation, reception, modulation, and demodulation of radio waves in free space over which communica-
tions channels can be provided. This account shall also include the associated carrier and auxiliary
equipment and patch bay equipment which is an integral part of the radio equipment. Such equip-
ment may be located in central office buildings, terminal rooms, or repeater stations or may be
mounted on towers, masts, or other supports.

2230.21 Central Office Transmission—Circuit Equipment
This account shall include the original cost of equipment which is used to reduce the number of phys-

ical pairs otherwise required to serve a given number of subscribers by utilizing carrier systems, con-
centration stages or combinations of both. It shall include equipment that provides for simultaneous
use of a number of interoffice channels on a single transmission path. This account shall also include
the original cost of equipment which is used for the amplification, modulation, regeneration, circuit
patching, balancing or control of signals transmitted over interoffice communications transmission
channels. This account shall include the original cost of equipment which utilizes the message path to
carry signaling information or which utilizes separate channels between switching offices to transmit
signaling information independent of the subscribers’ communication paths or transmission channels.
This account shall also include the original cost of associated material used in the construction of
such plant. Circuit equipment may be located in central offices, in manholes, on poles, in cabinets or
huts or at other locations.

This account excludes carrier and auxiliary equipment and patch bay which are recorded in Account
2230.12, Central Office Transmission—Radio Systems—Other

3100x 3100x Retirement Work in Progress
This account shall be charged with the original cost of property retired from the telecommunications

plant accounts. It shall also be charged with all of the costs incurred in removing the retired plant
from service. This account shall be credited with the salvage value of materials recovered in the re-
tirement of the telecommunications plant. At such time as the retirement work order is complete, the
net income/loss resulting therefrom shall be transferred from this account to the appropriate primary
plant depreciation reserve account.

4010.11 4010.11 Accounts Payable to Affiliated Companies

This account shall include all amounts currently due to affiliated companies for recurring trade obliga-
tions, and not provided for in other accounts, such as those for traffic settlements, material and sup-
plies, repairs to telecommunications plant, matured rents, and interest payable under monthly settle-
ments on short-term loans, advances, and open accounts.

4010.21 4010.21 Accounts Payable to Nonaffiliated Companies

This account shall include all amounts currently due to nonaffiliated companies for recurring trade obli-
gations, and not provided for in other accounts, such as those for traffic settlements, materials and
supplies, repairs to telecommunications plant, matured rents, and interest payable under monthly set-
tlements on short-term loans, advances, and open accounts.

4010.22 4010.22 Accounts Payable—Employees’ Income Tax Withheld
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This account shall include income taxes payable that have been withheld from employees’ salaries.

4010.23 4010.23 Accounts Payable—FICA Taxes Withheld

This account shall include FICA taxes payable that have been withheld from employees’ salaries.

4010.24 4010.24 Accounts Payable—Federal Excise Taxes

This account shall include Federal excise taxes payable.

4010.25 4010.25 Accounts Payable—Payroll

This account shall include amounts payable to the company’s employees in the form of salaries or
wages.

4070.1 4070.1 Income Taxes Accrued—Federal

For Class A companies, this account shall be credited and Accounts 7220, 7420, and 7630, as appro-
priate, shall be debited for the amount of Federal income taxes accrued during the current operating
period.

For Class B companies, this account shall be credited and Accounts 7220.2, 7400.2, and 7600.3, as
appropriate, shall be debited for the amount of Federal income taxes accrued during the current oper-
ating period.

4070.2 4070.2 Income Taxes Accrued—State and Local

For Class A companies, this account shall be credited and Accounts, 7230, 7430, and 7630, as appro-
priate, shall be debited for the amount of state and local income taxes accrued during the current op-
erating period.

For Class B companies, this account shall be credited and Accounts, 7200.3, 7400.3, and 7600.3, as
appropriate, shall be debited for the amount of state and local income taxes accrued during the cur-
rent operating period.

4080.1 4080.1 Other Taxes Accrued—Property

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

4080.2 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 employer’s portion of FICA taxes accrued during the current operating period.

4080.3 4080.3 Other Taxes Accrued—Federal Unemployment

This account shall be credited and the appropriate construction, removal, or expense account shall be
debited for the amount of Federal unemployment taxes accrued during the current operating period.

4080.4 4080.4 Other Taxes Accrued—State Unemployment

This account shall be credited and the appropriate construction, removal, or expense account shall be
debited for the amount of state unemployment taxes accrued during the current operating period.

4080.5 4080.5 Other Taxes Accrued—Miscellaneous

This account shall be credited and Account 7240.2/7200.42, Operating Taxes—Miscellaneous, shall be
debited for the amount of all other taxes accrued during the current operating period and not provided
for elsewhere such as a gross receipts tax, franchise taxes, and capital stock taxes.

4120.1 4120.1 Unmatured Interest Accrued—RUS Notes

This account shall include the interest accrued as of the balance sheet date but not payable until after
that date on RUS mortgage notes.

Interest expense incurred during the period of construction of telecommunications plant shall be
charged to Account 2004, Telecommunications Plant Under Construction—Long Term, and credited
to Account 7340/7300.4, Allowance for Funds Used During Construction.

4120.2 4120.2 Unmatured Interest Accrued—Telephone Bank Notes

This account shall include the interest accrued as of the balance sheet date but not payable until after
that date on Rural Telephone Bank mortgage notes.

Interest expense incurred during the period of construction of telecommunications plant shall be
charged to Account 2004, Telecommunications Plant Under Construction—Long Term, and credited
to Account 7340/7300.4, Allowance for Funds Used During Construction.

4120.3 4120.3 Unmatured Interest Accrued—Federal Financing Bank Notes

This account shall include the interest accrued as of the balance sheet date but not payable until after
that date on Federal Financing Bank mortgage notes.

Interest expense incurred during the period of construction of telecommunications plant shall be
charged to Account 2004, Telecommunications Plant Under Construction—Long Term, and credited
to Account 7340/7300.4, Allowance for Funds Used During Construction.

4120.4 4120.4 Unmatured Interest Accrued—Bank for Cooperatives Notes

This account shall include the interest accrued as of the balance sheet date but not payable until after
that date on Bank for Cooperatives mortgage notes.
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Interest expense incurred during the period of construction of telecommunications plant shall be
charged to Account 2004, Telecommunications Plant Under Construction—Long Term, and credited
to Account 7340/7300.4, Allowance for Funds Used During Construction.

4120.5 4120.5 Unmatured Interest Accrued—Rural Telephone Finance Cooperative Notes

This account shall include the interest accrued as of the balance sheet date but not payable until after
that date on Rural Telephone Finance Cooperative mortgage notes.

Interest expense incurred during the period of construction of telecommunications plant shall be
charged to Account 2004, Telecommunications Plant Under Construction—Long Term, and credited
to Account 7340/7300.4, Allowance for Funds Used During Construction.

4120.6 4120.6 Other Accrued Liabilities

This account shall include the amount of wages, compensated absences, interest on indebtedness of
the company, dividends on capital stock, and rents accrued as of the balance sheet date but not pay-
able until after the date.

This account shall not include interest accrued on RUS, Rural Telephone Bank, Bank for Cooperatives,
Federal Financing Bank, or Rural Telephone Finance Cooperative debt.

4210.11 4210.11 Funded Debt—Other

This account shall include the total face amount of unmatured debt, maturing more than one year from
the date of issue, issued by the company and not retired, and the total face amount of similar
unmatured debt of other companies, the payment of which has been assumed by the company, in-
cluding funded debt the maturity of which has been extended by specific agreement.

This account shall not include unmatured RUS, Rural Telephone Bank, Federal Financing Bank, Bank
for Cooperatives, or Rural Telephone Finance Cooperative debt.

4210.12 4210.12 RUS Notes

This account shall include the total face amount of unmatured RUS mortgage notes. Account 4210.20,
RUS Notes—Unadvanced, Dr., shall be charged and this account credited upon execution of the
notes.

If principal installments are not paid at the maturity date, the amount due shall be transferred to Ac-
count 4050, Current Maturities—Long-Term Debt.

4210.13 4210.13 Telephone Bank Notes
This account shall include the total face amount of unmatured Rural Telephone Bank mortgage notes.

Account 4210.21, Telephone Bank Notes—Unadvanced, Dr., shall be changed and this account cred-
ited upon execution of the notes.

If principal installments are not paid at the maturity date, the amount due shall be transferred to Ac-
count 4050, Current Maturities—Long-Term Debt.

4210.14 4210.14 Federal Financing Bank Notes

This account shall include the total face amount of unmatured Federal Financing Bank mortgage notes.
Account 4210.22, Federal Financing Bank Notes—Unadvanced, Dr., shall be charged and this ac-
count credited upon execution of the notes.

If principal installments are not paid at the maturity date, the amount due shall be transferred to Ac-
count 4050, Current Maturities—Long-Term Debt.

4210.15 4210.15 Bank for Cooperatives Notes

This account shall include the total face amount of unmatured Bank for Cooperatives mortgage notes.
Account 4210.23, Bank for Cooperatives Notes—Unadvanced, Dr., shall be charged and this account
credited upon execution of the notes.

If principal installments are not paid at the maturity date, the amount due shall be transferred to Ac-
count 4050, Current Maturities—Long-Term Debt.

4210.16 4210.16 Rural Telephone Finance Cooperative Notes

This account shall include the total face amount of unmatured Rural Telephone Finance Cooperative
mortgage notes. Account 4210.24, Rural Telephone Finance Cooperative Notes—Unadvanced, Dr.,
shall be charged and this account credited upon execution of the notes.

If principal installments are not paid at the maturity date, the amount due shall be transferred to Ac-
count 4050, Current Maturities—Long-Term Debt.

4210.17 4210.17 RUS Notes—Deferred Interest

This account shall include interest accrued on RUS mortgage notes, the payment of which has been
deferred in accordance with the terms of the notes or extension agreements. The offsetting charge
shall be to Account 7510, Interest on Funded Debt, for Class A companies and Account 7500, Inter-
est and Related Items, for Class B companies.

If interest payments are not made at the due date, this account shall be debited and Account 4010.21,
Accounts Payable to Nonaffiliated Companies, credited with the amount of the matured interest.

4210.18 4210.18 RUS Notes—Advance Payments, Dr.

This account shall include all payments on RUS mortgage notes made in advance of the due date and
not applied to a specific quarterly payment. As these payments are applied to specific notes, this ac-
count shall be credited and the long-term debt and interest liability accounts debited.
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4210.19 4210.19 Funded Debt—Other—Unadvanced, Dr.

This account shall include the total face amount of notes executed to others, for which funds have not
been received.

This account shall be credited and Account 1130.1/1120.11, Cash—General Funds, debited when funds
are received from the lender.

4210.20 4210.20 RUS Notes—Unadvanced, Dr.

This account shall include the total face amount of RUS mortgage notes for which funds have not been
received.

This account shall be credited and Account 1130.2/1120.12, Cash—Construction Fund Trustee, debited
when funds are received from RUS.

4210.21 4210.21 Telephone Bank Notes—Unadvanced, Dr.

This account shall include the total face amount of Rural Telephone Bank mortgage notes for which
funds have not been received.

This account shall be credited and Account 1130.2/1120.12, Cash—Construction Fund Trustee, debited
when funds are received from the Rural Telephone Bank.

4210.22 4210.22 Federal Financing Bank Notes—Unadvanced, Dr.

This account shall include the total face amount of Federal Financing Bank mortgage notes for which
funds have not been received.

This account shall be credited and Account 1130.2/1120.12, Cash—Construction Fund Trustee, debited
when funds are received from the Federal Financing Bank.

4210.23 4210.23 Bank for Cooperatives Notes—Unadvanced, Dr.

This account shall include the total face amount of Bank for Cooperatives mortgage notes for which
funds have not been received.

This account shall be credited and Account 1130.2/1120.12, Cash—Construction Fund Trustee, debited
when funds are received from the Bank for Cooperatives.

4210.24 4210.24 Rural Telephone Finance Cooperative Notes—Unadvanced, Dr.

This account shall include the total face amount of Rural Telephone Finance Cooperative mortgage
notes for which funds have not been received.

This account shall be credited and Account 1130.2/1120.12, Cash—Construction Fund Trustee, debited
when funds are received from the Rural Telephone Finance Cooperative.

4540.11 4540.11 Capital Stock Subscribed.

This account shall include the par value of capital stock for which legally enforceable subscriptions have
been received but for which, at the date of the balance sheet, stock certificates have not been issued.

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.

4540.12 4540.12 Memberships Subscribed but Unissued.

This account shall include the face amount of memberships subscribed but not issued. This account
shall be credited at the time the subscription is received and Account 1350.2, Subscriptions to Mem-
berships, debited.

This account shall be debited and Account 4540.21, Memberships Issued, credited when a subscriber
has paid the subscription in full and the membership certificates are issued.

4540.13 4540.13 Members’ Equity Certificates Subscribed but Unissued.

This account shall include the face amount of members’ equity certificates subscribed but not issued.
This account shall be credited at the time the subscription is received and Account 1350.3, Subscrip-
tions to Members’ Equity Certificates, debited.

This account shall be debited and Account 4540.22, Members’ Equity Certificates Issued, credited when
a subscriber has paid the subscription in full and the members’ equity certificates are issued.

4540.21 4540.21 Memberships Issued.

This account shall include the face amount of membership certificates outstanding. A subsidiary mem-
bership certificate record shall be maintained to reflect the detail of the balance in this account.

4540.22 4540.22 Member’s Equity Certificates Issued.

This account shall include the face amount of members’ equity certificates outstanding. A subsidiary
members’ equity certificate record shall be maintained to reflect the detail of the balance in this ac-
count.

4540.23 4540.23 Members’ Equity—Other.

This account shall include credit amounts arising from donations, forfeitures of membership fees, for-
giveness of debts of the cooperative, and member’s equities not otherwise provided for.

4540.31 4540.31 Installments Paid on Capital Stock.

This account shall include the amount of installments paid on capital stock on a partial or installment
payment plan by subscribers against whom there is no legally enforceable subscription contract, and
who are entitled to be reimbursed the principal amount of their payments, with or without interest, in
the event they fail to complete payment for the stock and receive certificates therefore.
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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 issued. Any difference be-
tween the purchase price of the subscription and the par value of the stock shall be credited to Ac-
count 4520, Additional Paid-In Capital.

A subsidiary ledger shall be maintained to record for each subscriber, the amount subscribed, payments
made, and the balance due. The balance in this account shall be reconciled monthly with the sub-
scription ledger.

4540.32 4540.32 Installments Paid on Memberships Subscribed.

This account shall include the amount of installments paid by prospective members on membership
subscriptions against whom there is no legally enforceable subscription contract, and who are entitled
to be reimbursed for the principal amount of their payments, with or without interest, in the event they
fail to complete payment for the membership and receive certificates therefor.

This account shall be debited and Account 4540.21, Memberships Issued, credited with the face
amount of the membership when the total subscription is received and the membership certificates
are issued.

A subsidiary ledger shall be maintained to record for each subscriber, the amount subscribed, payments
made, and the balance due. The balance in this account shall be reconciled monthly with the sub-
scription ledger.

4540.33 4540.33 Installments Paid on Equity Certificates Subscribed

This account shall include the amount of installments paid by prospective members on equity certificate
subscriptions against whom there is no legally enforceable subscription contract, and who are entitled
to be reimbursed for the principal amount of their payments, with or without interest, in the event they
fail to complete payment for the membership and receive equity certificates therefor.

This account shall be debited and Account 4540.22, Members’ Equity Certificates Issued, credited with
the face amount of the memberships when the total subscription is received and the equity certifi-
cates are issued.

A subsidiary ledger shall be maintained to record for each subscriber, the amount subscribed, payments
made, and the balance due. The balance in this account shall be reconciled monthly with the sub-
scription ledger.

4540.41 4540.41 Other Capital—Miscellaneous

This account shall include amounts which are credits arising from capital recorded upon the reorganiza-
tion or recapitalization of the company and temporary declines in the value of marketable securities
held for investment purposes.

4550.1 4550.1 Operating Margins

This account shall include amounts received or receivable from the furnishing of telecommunications
service in excess of costs incurred in the furnishing of such service. If costs exceed revenues, the ex-
cess cost of furnishing telecommunications service shall be recorded as a debit to this account.

4550.2 4550.2 Nonoperating Margins

This account shall include margins arising from transactions or activities not related to the furnishing of
telecommunications service. Included in this account are receipts from investments, income from in-
vestments, income from nonoperating plant, and revenues derived from services performed for others
incident to the company’s regulated telecommunications operations.

4550.3 4550.3 Other Margins

This account shall include patronage capital credits assigned to the cooperative by other nonprofit orga-
nizations prior to January 1, 1970, which were not credited directly to an operating expense account
as a reduction in the cost of furnishing telecommunications service.

No entries shall be made to this account unless it is to distribute or eliminate prior balances in conform-
ance with the bylaws of the cooperative.

4550.4 4550.4 Patronage Capital Assignable

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

4550.5 4550.5 Patrons’ Capital Credits Assigned

This account shall include the amounts of patronage capital which have been credited to individual pa-
trons. A subsidiary patronage capital ledger shall be maintained so as to reflect the amount of capital
furnished by each patron and the amount of such capital returned to the patron.

4550.6 4550.6 Gain on the Retirement of Capital Credits

This account shall include credits resulting from the retirement of patronage capital through settlement
of individual patrons’ accounts at less than 100 percent of the capital assigned to the patron. The por-
tion of patronage capital not returned to patrons under such settlements shall be debited to Account
4550.5, Patrons’ Capital Credits Assigned, and credited to this account.
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This account shall also include amounts representing patronage capital authorized to be retired to pa-
trons who cannot be located. Returned checks issued for retirements of patronage capital, after an
appropriate waiting period, shall be credited to this account and a record shall be maintained ade-
quate to enable the cooperative to make payment to the patron if and when a claim has been estab-
lished by the patron.

6210.11 Analog Electronic Expense

This account shall include expenses associated with analog electronic switching.

6210.21 Digital Electronic Expense

This account shall include expenses associated with digital electronic switching.

6210.31 Electro-Mechanical Expense

This account shall include expenses associated with electro-mechanical switching.

6230.11 Radio Systems Expense

This account shall include expenses associated with radio systems.

6230.21 Circuit Equipment Expense

This account shall include expenses associated with circuit equipment.

6560.1 Depreciation Expense

This account shall include the depreciation expense associated with telecommunications plant in service
(Accounts 2112 through 2441) and property held for future telecommunications use (Account 2002).

6560.2 Amortization Expense

This account shall include the amortization expense associated with capital leases and leasehold im-
provements (Accounts 2681 and 2682), intangibles (Account 2690), and telecommunications plant ad-
justments (Account 2005).

7200.1 Operating Investment Tax Credits—Net

This account shall be charged and Account 4320, Unamortized Operating Investment Tax Credits—Net,
shall be credited with investment tax credits generated from qualified expenditures related to regu-
lated operations which the company defers rather than recognizes currently in income.

This account shall be credited and Account 4320 shall be charged ratably with the amortization of each
year’s investment tax credits included in Account 4320 for investment services for ratemaking pur-
poses. Such amortization shall be determined in relation to the period of time used for computing
book depreciation on the property with respect to which the tax credits relate.

7200.2 Operating Federal Income Taxes

This account shall be charged and Account 4070.1, Income Taxes Accrued—Federal, shall be credited
for the amount of Federal income tax expense incurred in the current operating period. This account
shall also reflect subsequent adjustments to amounts previously charged.

Taxes should be accrued each month on an estimated basis and adjustments made as later data be-
comes available.

7200.3 Operating State and Local Income Taxes

This account shall be charged and Account 4070.2, Income Taxes Accrued—State and Local, shall be
credited for the amount of state and local income tax expense incurred in the current operating pe-
riod. This account shall also reflect subsequent adjustments to amounts previously charged.

Taxes should be accrued each month on an estimated basis and adjustments made as later data be-
comes available.

7240.1 7200.41 Operating Taxes—Property

This account shall be charged and Account 4080.1, Other Taxes Accrued—Property, shall be credited
for the amount of property tax expense incurred in the current operating period. This account shall
also reflect subsequent adjustments to amounts previously charged.

Taxes should be accrued each month on an estimated basis and adjustments made as later data be-
comes available.

7240.2 7200.42 Operating Taxes—Miscellaneous

This account shall be charged and Account 4080.5, Other Taxes Accrued—Miscellaneous, shall be
credited for the amount of all other taxes accrued during the current operating period and not pro-
vided for elsewhere such as gross receipts, franchise, and capital stock tax expense incurred in the
current operating period. This account shall also reflect subsequent adjustments to amounts pre-
viously charged.

Taxes should be accrued each month on an estimated basis and adjustments made as later data be-
comes available.

7200.5 Provision for Deferred Operating Income Taxes–Net

This account shall be charged or credited, as appropriate, with contra entries recorded in either Account
4100, Net Current Deferred Operating Income Taxes, or Account 4340, Net Noncurrent Deferred Op-
erating Income Taxes, as appropriate, for income tax expense that has been deferred.
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Subsidiary record categories shall be maintained to distinguish between property and nonproperty re-
lated deferrals and so that the company may separately report the amounts contained herein that re-
late to Federal, state, and local income taxes.

7300.1 Dividend Income

This account shall include dividends on investments in common and preferred stock, which is the prop-
erty of the company, whether such stock is owned by the company and held in its treasury, or depos-
ited in trust, or otherwise controlled.

This account shall not include dividends or other returns on securities issued or assumed by the com-
pany and held by or for it, whether pledged as collateral, or held in its treasury, in special deposits, or
in sinking or other funds.

Dividends on stocks of other companies held in sinking or other funds shall be credited to Account
7300.3, Income from Sinking and Other Funds.

Dividends received and receivable from affiliated companies accounted for on the equity method shall
be included in Account 1401, Investments in Affiliated Companies, as a reduction of the carrying
value of the investments.

7300.2 Interest Income

This account shall include interest on securities, including notes and other evidences of indebtedness
which are the property of the company, whether such securities are owned by the company and held
in its treasury, or deposited in trust (except in sinking or other funds) or otherwise controlled. It shall
also include interest on bank balances, certificates of deposits, open accounts, and other analogous
items. There shall be included in this account for each month, the applicable amount requisite to ex-
tinguish, 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 income from which is includ-
able in this account. Amounts thus credited or charged shall be concurrently included in the accounts
in which the securities are carried. Any such difference remaining unextinguished at the sale or upon
the maturity and satisfaction of such securities shall be cleared to Account 7300.6. Other Nonop-
erating Income and Expense.

7300.3 Income from Sinking and Other Funds

This account shall include the income accrued on cash, securities issued by other companies, and
other assets (not including securities issued or assumed by the company) held in sinking and other
funds.

There shall be included in this account for each month the applicable amount 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 held in sinking or other funds. Amounts thus cred-
ited or charged shall be concurrently included in the accounts in which the securities are carried. Any
such differences remaining unextinguished upon the maturity and satisfaction of such securities shall
be cleared to Account 7300.6. Other Nonoperating Income and Expense.

7300.4 Allowance for Funds Used During Construction

This account shall be credited with such amounts as are charged to the telecommunications plant ac-
counts for the purpose or recording an allowance for funds used for construction purposes.

7300.5 Gains or Losses from the Disposition of Certain Property

This account shall include gains or losses resulting from the disposition of land or artworks; plant with
traffic, and nonoperating telecommunications plant not previously used in the provision of tele-
communication services.

7300.6 Other Nonoperating Income and Expense

This account shall include all other items of income and gains or losses from activities not specifically
provided for elsewhere such as gains or losses realized on the sale of temporary cash investments or
marketable equity securities; fees collected in connection with the exchange of coupon bonds for reg-
istered bonds; uncollectible amounts previously credited to Accounts 7300.1, 7300.2, 7300.3, 7300.4,
7300.5, and 7300.6, gains or losses from the extinguishment of debt made to satisfy sinking fund re-
quirements; gains or losses of a nonoperating nature arising from the exchange or translation of for-
eign currency; net unrealized losses on investments in current marketable equity securities; write-
downs or write-offs of the book costs of investments in equity securities due to permanent impair-
ment; amortization of goodwill; the company’s share of earnings or losses of affiliated companies ac-
counted for on the equity method; and the net balance of the revenue from and the expenses of
property, plant, and equipment, the cost of which is includable in Account 2006, Nonoperating Plant.

7400.1 Nonoperating Investment Tax Credits—Net

This account shall be charged and Account 4330, Unamortized Nonoperating Investment Tax Credits—
Net, shall be credited with nonoperating investment tax credits generated from qualified expenditures
related to other operations which the company has elected to defer rather than recognize currently in
income.
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This account shall be credited and Account 4330, Unamortized Nonoperating Investment Tax Credits—
Net, shall be charged with the amortization of each year’s investment tax credits included in such ac-
counts relating to amortization of previously deferred investment tax credits of other property or regu-
lated property, the amortization of which does not serve to reduce costs of service (but the
unamortized balance does reduce rate base) for ratemaking purposes. Such amortization shall be de-
termined with reference to the period of time used for computing book depreciation on the property
with respect to which the tax credits relate.

7400.2 Nonoperating Federal Income Taxes

This account shall be charged and Account 4070.1, Income Taxes Accrued—Federal, shall be credited
for the amount of nonoperating Federal income taxes for the current period. This account shall also
reflect subsequent adjustments to amounts previously charged.

Taxes shall be accrued each month on an estimated basis and adjustments made as later data be-
comes available. Companies that adopt the flowthrough method of accounting for investment tax
credits shall reduce the calculated provision in this account by the entire amount of the credit realized
during the year. Tax credits, if normalized, shall be recorded consistent with the accounting for invest-
ment tax credits.

No entries shall be made to this account to reflect interperiod tax allocation.

7400.3 Nonoperating State and Local Income Taxes

This account shall be charged and Account 4070.2, Income Taxes Accrued—State and Local, shall be
credited for the amount of nonoperating state and local income taxes for the current period. This ac-
count shall also reflect subsequent adjustments to amounts previously charged.

Taxes shall be accrued each month on an estimated basis and adjustments made as later data be-
comes available.

No entries shall be made to this account to reflect interperiod tax allocation.

7400.4 Nonoperating Other Taxes

This account shall be charged and Account 4080.5, Other Taxes Accrued—Miscellaneous, shall be
credited for all nonoperating taxes, other than Federal, state, and local income taxes, and payroll re-
lated taxes for the current period. Among the items includable in this account are property, gross re-
ceipts, franchise and capital stock taxes. This account shall also reflect subsequent adjustments to
amounts previously charged.

7400.5 Provision for Deferred Nonoperating Income Taxes—Net

This account shall be charged or credited, as appropriate, with contra entries recorded in either Account
4110, Net Current Deferred Nonoperating Income Taxes, or Account 4350, Net Noncurrent Deferred
Nonoperating Income Taxes, as appropriate, for nonoperating tax expenses that have been deferred.

Subsidiary record categories shall be maintained to distinguish between property and nonproperty re-
lated deferrals and so that the company may separately report the amounts contained herein that re-
late to Federal, state, and local income taxes.

7600.1 Extraordinary Income Credits

This account shall be credited with nontypical, noncustomary, and infrequently recurring gains which
would significantly distort the current year’s income computed before such extraordinary items, if re-
ported other than as extraordinary items. Income tax relating to the amounts 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 Income Tax Effect of Extraordinary Items—Net.

7600.2 Extraordinary Income Charges

This account shall be debited with nontypical, noncustomary, and infrequently recurring losses which
would significantly distort the current year’s income computed before such extraordinary items, if re-
ported other than as extraordinary items. Income tax relating to the amounts 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 Income Tax Effect of Extraordinary Items—Net.

7600.3 Current Income Tax Effect of Extraordinary Items—Net

This account shall be charged or credited and Account 4070.1, Income Taxes Accrued—Federal, or Ac-
count 4070.2, Income Taxes Accrued—State and Local, shall be credited or charged, as appropriate,
for all current income tax effects (Federal, state, and local) of items included in Account 7600.1, Ex-
traordinary Income Credits, and Account 7600.2, Extraordinary Income Charges.

7600.4 Provision for Deferred Income Tax Effect of Extraordinary Items—Net

This account shall be charged or credited, as appropriate, with a contra amount recorded in Account
4350, Net Noncurrent Deferred Nonoperating Income Taxes, or Account 4110, Net Current Deferred
Nonoperating Income Taxes, for the income tax effects (Federal, state, and local) of items included in
Account 7600.1, Extraordinary Income Credits, and Account 7600.2, Extraordinary Income Charges,
that have been deferred.

[55 FR 3388, Feb. 1, 1990; 55 FR 17352, Apr. 24, 1990, as amended at 55 FR 53488, Dec. 31, 1990]
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§ 1770.16 Supplementary accounts required of nonprofit organizations.

Class of company

Account titleAccount No.

A B

Current Assets

1350.1 1350.1 Subscriptions to Capital Stock.
1350.2 1350.2 Subscriptions to Memberships.
1350.3 1350.3 Subscriptions to Members’ Equity Certificates.
1350.4 1350.4 Other Current Assets.

Current Liabilities

4130.1 4130.1 Patronage Capital Payable.
4130.2 4130.2 Other Current Liabilities—Miscellaneous.

Long-Term Debt

4270.1 4270.1 Members’ Redeemable Equity Certificates Subscribed but Unissued.
4270.2 4270.2 Members’ Redeemable Equity Certificates Issued.
4270.3 4270.3 Other Long-Term Debt.

1350.1 1350.1 Subscriptions to Capital Stock

This account shall include the balance due from subscribers upon legally enforceable subscriptions to
capital stock.

The purchase price of subscriptions shall be charged to this account at the time the subscription is re-
ceived. The par value of the stock subscribed shall be credited to Account 4540.11, Capital Stock
Subscribed, and the difference between the purchase price and the par value shall be credited to Ac-
count 4520, Additional Paid-In Capital.

1350.2 1350.2 Subscriptions to Memberships

This account shall include the balance due on memberships subscribed. The face amount of member-
ships subscribed shall be charged to this account at the time the subscription is received. The offset-
ting credit shall be to Account 4540.12, Memberships Subscribed but Unissued.

A subscription ledger shall be maintained to record for each subscriber, the amount subscribed, pay-
ments made, and the balance due. The balance in this account shall be reconciled monthly with the
subscription ledger.

1350.3 1350.3 Subscriptions to Members’ Equity Certificates

This account shall include the balance due on member’s equity certificates subscribed. The face
amount of certificates subscribed shall be charged to this account at the time the subscription is re-
ceived. The offsetting credit shall be to Account 4540.13, Members’ Equity Certificates Subscribed
but Unissued, or to Account 4270.1, Members’ Redeemable Equity Certificates Subscribed but
Unissued.

A subscription ledger shall be maintained to record for each subscriber, the amount subscribed, pay-
ments made, and the balance due. The balance in this account shall be reconciled monthly with the
subscription ledger. The subscription ledger shall be maintained in such a manner as to separately
identify redeemable and nonredeemable certificates.

1350.4 1350.4 Other Current Assets

This account shall include the amount of all current assets which are not includable in Accounts 1120
through 1350.3.

4130.1 4130.1 Patronage Capital Payable

This account shall include the amount of patronage capital which has been authorized to be returned to
patrons.

4130.2 4130.2 Other Current Liabilities—Miscellaneous

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

4270.1 70.1 Members’ Redeemable Equity Certificates Subscribed but Unissued

This account shall include the face amount of members’ equity certificates which are redeemable at
some specified future date for which subscriptions have been received but for which certificates have
not been issued. This account shall be credited at the time the subscription is received and Account
1350.3, Subscriptions to Members’ Equity Certificates, debited.

This account shall be debited and Account 4270.2, Members’ Redeemable Equity Certificates Issued,
credited when a subscriber has paid the subscription in full and the equity certificates are issued.

4270.2 4270.2 Members’ Redeemable Equity Certificates Issued

This account shall include the face amount of outstanding members’ equity certificates which are re-
deemable at some specified future date. A subsidiary members’ redeemable equity certificate record
shall be maintained to reflect the detail of the balance in this account.

4270.3 4270.3 Other Long-Term Debt

This account shall include long-term debt not provided for elsewhere.
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§§ 1770.17—1770.25 [Reserved]

Subpart C—Accounting
Interpretations

SOURCE: 61 FR 39847, July 31, 1996, unless
otherwise noted.

§ 1770.26 General.

(a) The standard provisions of the se-
curity instruments utilized by the
Rural Utilities Service (RUS) and the
Rural Telephone Bank (RTB) for all
telecommunications borrowers require
borrowers to at all times keep and safe-
ly preserve, proper books, records, and
accounts in which full and true entries
will be made of all of the dealings,
business, and affairs of the borrower in
accordance with the methods and prin-
ciples of accounting prescribed by the
state regulatory body having jurisdic-
tion over the borrower and by the Fed-
eral Communications Commission
(FCC) in its Uniform System of Ac-
counts for telecommunications compa-
nies (47 CFR part 32), as those methods
and principles of accounting are sup-
plemented from time to time by RUS.

(b) This subpart implements those
standard provisions of the RUS and
RTB security instruments by pre-
scribing accounting principles, meth-
odologies, and procedures applicable to
all telecommunications borrowers for
particular situations.

§ 1770.27 Definitions.

As used in this part:
Borrower is an RUS telecommuni-

cations borrower.
Cushion of Credit Account is a 5 per-

cent interest bearing account estab-
lished by RUS in which all voluntary
payments or overpayments on Rural
Electric and Telephone Revolving
Funds after October 1, 1987, are depos-
ited.

FCC is the Federal Communications
Commission.

Part 32 is 47 CFR part 32, Uniform
System of Accounts, issued by the Fed-
eral Communications Commission.

RAO is the Responsible Accounting
Officer of the Federal Communications
Commission.

RE Act is the Rural Electrification
Act of 1936, as amended (7 U.S.C. 901 et
seq.).

RETRF is the Rural Electric and
Telephone Revolving Fund.

RTB is the Rural Telephone Bank.
RUS is the Rural Utilities Service,

an agency of the United States Depart-
ment of Agriculture, or its predecessor
or successor.

§§ 1770.28–1770.45 [Reserved]

APPENDIX TO SUBPART C TO PART 1770—
ACCOUNTING METHODS AND PROCE-
DURES REQUIRED OF ALL BORROWERS

All borrowers shall maintain and keep
their books of accounts and all other books
and records which support the entries in
such books of accounts in accordance with
the accounting principles prescribed in this
appendix.

Numerical Index

Number and Title

101 Postretirement Benefits
102 Rural Telephone Bank Stock
103 Cushion of Credit Investments
104 Rural Economic Development Loan and

Grant Program
105 Satellite and Cable Television Services
106 Consolidated Financial Statements

Subject Matter Index Number

C
Cable Television Services ............ 105
Consolidated Financial State-

ments ....................................... 106
Cushion of Credit Investments .... 103

E
Economic Development Loan and

Grant Program ......................... 104
F

Financial Statements—Consoli-
dated ........................................ 106

I
Investments—Cushion of Credit .. 103

P
Postretirement Benefits .............. 101

R
Rural Economic Development

Loan and Grant Program ......... 104
Rural Telephone Bank Stock ...... 102

S
Satellite Television Services ...... 105
Stock—Rural Telephone Bank .... 102
Postretirement Benefits.

A. Statement of Financial Accounting
Standards No. 106, Employers’ Accounting
for Postretirement Benefits Other than Pen-
sions (Statement No. 106), requires reporting

VerDate 03<MAR>99 11:28 Mar 18, 1999 Jkt 183020 PO 00000 Frm 00919 Fmt 8010 Sfmt 8002 Y:\SGML\183020T.XXX pfrm04 PsN: 183020T



924

7 CFR Ch. XVII (1–1–99 Edition)Pt. 1770, Subpt. C, App.

entities to accrue the expected cost of post-
retirement benefits during the years the em-
ployee provides service to the entity. For
purposes of applying the provisions of State-
ment No. 106, members of the board of direc-
tors are considered to be employees of the
cooperative. Prior to the issuance of State-
ment No. 106, most reporting entities ac-
counted for postretirement benefit costs on a
‘‘pay-as-you-go’’ basis; that is, costs were
recognized when paid, not when the em-
ployee provided service to the entity in ex-
change for the benefits. (Statement 106 is
available from the Financial Accounting
Standards Board, 401 Merritt 7, P.O. Box 5116,
Norwalk, CT. 06856–5116.)

B. As defined in Statement No. 106, a post-
retirement benefit plan is a deferred com-
pensation arrangement in which an employer
promises to exchange future benefits for an
employee’s current services. Postretirement
benefit plans may be funded or unfunded.
Postretirement benefits include, but are not
limited to, health care, life insurance, tui-
tion assistance, day care, legal services, and
housing subsidies provided outside of a pen-
sion plan.

C. Statement No. 106 applies to both writ-
ten plans and to plans whose existence is im-
plied from a practice of paying postretire-
ment benefits. An employer’s practice of pro-
viding postretirement benefits to selected
employees under individual contracts with
specific terms determined on a employee-by-
employee basis does not, however, constitute
a postretirement benefit plan under the pro-
visions of this statement.

D. Postretirement benefit plans generally
fall into three categories: single-employer
defined benefit plans, multiemployer plans,
and multiple-employer plans.

E. A single-employer plan is a postretire-
ment benefit plan that is maintained by one
employer. The term may also be applied to a
plan that is maintained by related parties
such as a parent and its subsidiaries. A mul-
tiemployer plan is a postretirement benefit
plan in which two or more unrelated employ-
ers contribute, usually pursuant to one or
more collective-bargaining agreements. One
characteristic of a multiemployer plan is
that the assets contributed by one partici-
pating employer may be used to provide ben-
efits to employees of other participating em-
ployers since assets contributed by an em-
ployer are not segregated in a separate ac-
count or restricted to provide benefits only
to employees of that employer.

F. A multiple-employer plan is a post-
retirement benefit plan that is maintained
by more than one employer but is not a mul-
tiemployer plan. A multiple-employer plan is
generally not collectively bargained and is
intended to allow participating employers to
pool their plan assets for investment pur-
poses and reduce the cost of plan administra-
tion. A multiple-employer plan maintains

separate accounts for each employer so that
contributions provide benefits only for em-
ployees of the contributing employer.

G. The accounting requirements set forth
in this interpretation focus on single- and
multiple-employer plans. The accounting re-
quirements set forth in Statement No. 106
for multiemployer plans or defined contribu-
tion plans shall be adopted for borrowers
electing those types of plans.

H. Under the provisions of Statement No.
106, there are two components of the post-
retirement benefit cost: the current period
cost and the transition obligation. The tran-
sition obligation is a one-time accrual of the
costs resulting from services already pro-
vided. Statement No. 106 allows the transi-
tion obligation to be deferred and amortized
on a straight-line basis over the average re-
maining service period of the active employ-
ees. If the average remaining service period
of the active employees is less than 20 years,
a 20-year amortization period may be used.

I. Accounting Requirements

A. All borrowers shall adopt the accrual
accounting provisions and reporting require-
ments as set forth in Statement No. 106. The
transition obligation and accrual of the cur-
rent period cost must be based upon an actu-
arial study. This study must be updated to
allow the borrower to comply with the meas-
urement date requirements of Statement No.
106; however, the study must, at a minimum,
be updated every five years. Borrowers may
not account for postretirement benefits on a
‘‘pay-as-you-go’’ basis.

B. Under the provisions of Statement No.
106, an entity may recognize the transition
obligation, in its entirety, when Statement
No. 106 is first adopted or the entity may
elect to delay the recognition of the transi-
tion obligation. On December 26, 1991, how-
ever, the FCC issued 6 FCC Rcd 7560, which
requires telecommunications carriers to rec-
ognize the transition obligation on a delayed
basis. RUS reviewed this issuance and has
determined that borrowers must comply
with this ruling and recognize the transition
obligation on a delayed basis.

C. The deferral and amortization of the
transition obligation on a delayed basis is
considered to be an off balance sheet item.
As a result, an accounting entry is not re-
quired at the time of adoption of Statement
No. 106. Instead, the transition obligation is
recognized as a component of postretirement
benefit cost as it is amortized. The amount
of the unamortized transition obligation
must be disclosed in the notes to the finan-
cial statements.

D. In accordance with the provisions of Re-
sponsible Accounting Officer (RAO) Letter
20, released by the FCC on April 24, 1992, Ac-
count 4310, Other Long-Term Liabilities,
shall be used to record the liability accrued
for postretirement benefits. (RAO Letter 20

VerDate 03<MAR>99 11:28 Mar 18, 1999 Jkt 183020 PO 00000 Frm 00920 Fmt 8010 Sfmt 8002 Y:\SGML\183020T.XXX pfrm04 PsN: 183020T



925

Rural Utilities Service, USDA Pt. 1770, Subpt. C, App.

is available from the Federal Communica-
tions Commission, 1919 M Street, NW., Wash-
ington, DC 20554.) Borrowers shall credit this
account for the net periodic cost of post-
retirement benefits for the current year and
shall debit this account for any fund pay-
ments made during the current year.

E. Net periodic postretirement benefit cost
includes current period service cost, interest
cost, return on plan assets, amortization of
prior service cost, gains and losses, and am-
ortization of the transition obligation. If
fund payments create a debit balance in the
postretirement benefits portion of Account
4310, the debit balance applicable to post-
retirement benefits shall be reported in Ac-
count 1410, Other Noncurrent Assets. Ac-
count 1410 shall also be used to record any
prepaid postretirement benefit cost.

F. The benefits portion of the expense ma-
trix for the appropriate Part 32 expense ac-
counts shall be used to record the current pe-
riod service cost component of the current
year’s net periodic postretirement benefit
cost. The interest cost component, return on
plan assets, amortization of prior service
cost, gains and losses, and amortization of
the transition obligation shall be charged to
the benefits portion of the expense matrix of
Account 6728, Other General and Administra-
tive.

II. Effective Date and Implementation

A. For plans outside the United States and
for defined benefit plans of employers that
(a) are nonpublic enterprises and (b) sponsor
defined benefit postretirement plans with no
more than 500 plan participants in the aggre-
gate, Statement No. 106 is effective for fiscal
years beginning after December 15, 1994. For
all other plans, Statement No. 106 is effec-
tive for fiscal years beginning after Decem-
ber 15, 1992.

102 Rural Telephone Bank Stock

A. Capital stock issued by the Rural Tele-
phone Bank consists of Class A, Class B, and
Class C stock. Class A stock is issued only to
the Administrator of RUS on behalf of the
United States in exchange for capital fur-
nished to RTB.

B. Class B stock is issued only to recipi-
ents of loans under Section 408 of the Rural
Electrification Act (RE Act). Borrowers re-
ceiving loan funds pursuant to Section 408(a)
(1) or (2) of the RE Act are required to invest
5 percent of the amount of loan funds ap-
proved in Class B stock. No dividends are
payable on Class B stock. All holders of Class
B stock are entitled to patronage refunds in
the form of Class B stock under the terms
and conditions specified in the bylaws of the
RTB.

C. Class C stock is available for purchase
by borrowers, corporations, and public bodies
eligible to borrow under Section 408 of the

RE Act, or by organizations controlled by
such borrowers, corporations and public bod-
ies. The payment of dividends is in accord-
ance with the bylaws of the RTB.

Accounting Requirements

A. The purchase of RTB stock required by
the RE Act shall be debited to Account
1402.1, Investments in Nonaffiliated Compa-
nies—Class B RTB Stock. Patronage refunds
in the form of additional shares of RTB Class
B Stock shall be debited to Account 1402.1
and credited to Account 1402.11, Investments
in Nonaffiliated Companies—Class B RTB
Stock—Cr.

B. Purchases of Class C RTB stock shall be
debited to Account 1402.2, Investments in
Nonaffiliated Companies—Class C RTB
Stock. Cash dividends received on Class C
RTB stock shall be credited to Account 7310,
Dividend Income.

C. Once a borrower has repaid all of its
RTB loans, it may request that its Class B
stock be converted to Class C stock. When
the conversion is made, Account 1402.2 shall
be debited and Account 1402.1 shall be cred-
ited for the face value of the stock con-
verted. Account 1402.21, Investments in Non-
affiliated Companies—Class C RTB Stock—
Cr., shall be credited and Account 1402.11
shall be debited for the face value of the
Class B stock that has been received as pa-
tronage refunds.

103 Cushion of Credit Investments

A. The RUS Cushion of Credit account is
an investment account bearing an interest
rate of 5 percent. All voluntary payments or
overpayments on Rural Electric and Tele-
phone Revolving Fund (RETRF) loans made
after October 1, 1987, are deposited into this
account in the appropriate borrower’s name.

Accounting Requirements

A. The following journal entries shall be
used by RUS borrowers to record the trans-
actions associated with cushion of credit
payment:
1. Dr. 4210.18, RUS Notes—Advance Pay-

ments, Dr. Cr. 1130.1/1120.11, Cash—Gen-
eral Fund. To record the cushion of cred-
it payment.

2. Dr. 4210.18, RUS Notes—Advance Pay-
ments, Dr. Cr. 7320/7300.2, Interest In-
come. To record interest earned on cush-
ion of credit deposits.

3. Dr. 4210.12, RUS Notes, Cr. 4210.18, RUS
Notes—Advance Payments, Dr. To apply
cushion of credit payments (and interest)
to the RUS note.

104 Rural Economic Development Loan and
Grant Program

A. On December 21, 1987, Section 313, Cush-
ion of Credit Payments Program (7 U.S.C. 901
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et seq.), was added to the RE Act. Section 313
establishes a Rural Economic Development
Subaccount and authorizes the Adminis-
trator of the RUS to provide zero interest
loans or grants to RE Act borrowers for the
purpose of promoting rural economic devel-
opment and job creation projects. Effective
December 5, 1994, this authority was assigned
to the Administrator, Rural Business and
Cooperative Development Service.

B. 7 CFR part 1703, Subpart B, Rural Eco-
nomic Development Loan and Grant Pro-
gram, sets forth the policies and procedures
relating to the zero interest loan program
and for approving and administering grants.

Accounting Requirements

A. The accounting journal entries required
to record the transactions associated with a
Rural Economic Development grant are as
follows:
1. Dr. 1130.4/1120.14, Cash—General Fund—

Economic Development Grant Funds. Cr.
4210.25, RUS Notes—Economic Develop-
ment Grant; Cr. 4540.41, Other Capital—
Miscellaneous; or Cr. 7360/7300.6, Other
Nonoperating Income. To record grant
funds disbursed by RUS. If the grant
agreement requires repayment of the
funds upon termination of the revolving
loan program, Account 4210.25 shall be
credited. If the grant agreement states
that there is absolutely no obligation for
repayment upon termination of the re-
volving loan program, the funds shall be
accounted for as a permanent infusion of
capital by crediting Account 4540.41. If,
however, the grant agreement is silent as
to the final disposition of the grant
funds, Account 7360/7300.6 shall be cred-
ited.

2. Dr. 1401.1, Other Investments in Affiliated
Companies—Federal Economic Develop-
ment Grant Loans or Dr. 1402.4, Other In-
vestments in Nonaffiliated Companies—
Federal Economic Development Grant
Loans Cr. 1130.4/1120.14, Cash—General
Fund—Economic Development Grant
Funds. To record a Federal revolving
loan to an economic development
project.

3. Dr. 1130.1/1120.11, Cash—General Fund. Cr.
7360/7300.6, Other Nonoperating Income.
To record payment of loan servicing fees
charged to the economic development
project.

4. Dr. 1130.5/1120.15, Cash—General Fund—
Economic Development Non-Federal Re-
volving Funds. Cr. 1401.1, Other Invest-
ments in Affiliated Companies —Federal
Economic Development Grant Loans or
Cr. 1402.4, Other Investments in Non-
affiliated Companies—Federal Economic
Development Grant Loans. To record the
repayment, by the project, of the Federal
revolving loan.

5. Dr. 1401.2, Other Investments in Affiliated
Companies—Non-Federal Economic De-
velopment Grant Loans or Dr. 1402.5,
Other Investments in Nonaffiliated Com-
panies—Non-Federal Economic Develop-
ment Grant Loans. Cr. 1130.5/1120.15,
Cash—General Fund—Economic Develop-
ment Non-Federal Revolving Funds. To
record a Non-Federal revolving loan to
an economic development project.

6. Dr. 1210, Interest and Dividends Receivable
Cr. 7320/7300.2, Interest Income. To record
the interest earned on a Non-Federal re-
volving loan to an economic development
project.

7. Dr. 1130.5/1120.15, Cash—General Fund—
Economic Development Non-Federal Re-
volving Funds. CR. 1401.2, Other Invest-
ments in Affiliated Companies—Non-Fed-
eral Economic Development Grant Loans
or Cr. 1402.5, Other Investments in Non-
affiliated Companies—Non-Federal Eco-
nomic Development Grant Loans. To
record the repayment, by the project, of
the Non-Federal revolving loan.

B. The accounting journal entries required
to record the transactions associated with a
Rural Economic Development loan are as
follows:

1. Dr. 4210.26, Economic Development Notes—
Unadvanced, Fr. Cr. 4210.25, Economic
Development Notes. To record the con-
tractual obligation to RUS for the Eco-
nomic Development Notes.

2. Dr. 1130.6/1120.16, Cash—General Fund—
Economic Development Loan Funds Cr.
4210.26, Economic Development Notes—
Unadvanced, Dr. To record the receipt of
the economic development loan funds.

3. Dr. 1401.3, Other Investments in Affiliated
Companies—Federal Econmic Develop-
ment Loans or Dr. 1402.6, Other Invest-
ments in Nonaffilitated Companies—Fed-
eral Economic Development Loans. Cr.
1130.6/1120.16, Cash—General Fund—
Ecoomice Development Loan Funds. To
record the discursement of economci de-
velopment loand funds to the project.

4. Dr. 1130.1/1120.11, Cash—General Fund. Cr.
7360/7300.6, Other Nonoperating Income.
To record payment of loan servicing fees
charged to the economic development
project.

5. Dr. 1210, Interest and Dividends Receivable
Cr. 7320/7300.2, Interest Income. To record
the interest earned on the investment of
rural economic development loan funds.

6. Dr. 7370, Special Charges. Cr. 1130.1, Cash—
General Funds. To record the payment of
interest earned in excess of $500 on the
investment of rural economic develop-
ment loan funds. NOTE: Interest earned
in excess of $500 must be used for the
rural economic development project for
which the loan funds were received or re-
turned to RUS.
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7. Dr. 1130.6/1120.16, Cash—General Fund—
Economic Development Loan Funds. Cr.
1401.3, Other Investments in Affiliated
Companies—Federal Economic Develop-
ment Loans or Cr. 1402.6, Other Invest-
ments in Nonaffiliated Companies—Fed-
eral Economic Development Loans. To
record repayment, by the project, of the
economic development loan.

8. Dr. 4210.25, Economic Development Notes.
Cr. 1130.6/1120.16, Cash—General Fund—
Economic Development Loan Funds. To
record the repayment, to RUS, of the
economic development loan funds.

105 Satellite and Cable Television Services

A. Many RUS borrowers have become in-
volved in providing either satellite or cable
television services to their members and oth-
ers through subsidiaries, joint ventures, or
as segments of their current operations.

Accounting Requirements

A. This section outlines the accounting to
be followed when recording transactions in-
volving satellite or cable television services.

1. Separate Subsidiary. If a borrower pro-
vides satellite or cable television services
through a separate subsidiary, the invest-
ment in the subsidiary shall be debited to
Account 1401, Investments in Affiliated Com-
panies. The net income or loss of the sub-
sidiary shall be debited or credited to Ac-
count 1401, as appropriate, with an offsetting
entry to Account 7360, Other Nonoperating
Income.

2. Joint Venture. i. If a borrower provides
satellite or cable television services through
a joint venture, the borrower’s ownership in-
terest dictates the accounting methodology.
If the borrower has less than a 20 percent
ownership interest in the joint venture, the
investment is accounted for under the cost
method of accounting in Account 1402, In-
vestments in Nonaffiliated Companies.
Under the cost method, the joint venture’s
net income or loss is not recorded in the bor-
rower’s records. Income is recognized only to
the extent of any dividends declared by the
joint venture. When a dividend is declared,
the borrower shall debit Account 1210, Inter-
est and Dividends Receivable, and credit Ac-
count 7310, Dividend Income. When the divi-
dend is received in cash, the borrower shall
debit Account 1130.1, Cash—General Fund,
and credit Account 1210.

ii. If a borrower has a 20-percent or more
ownership interest in the joint venture, the
investment is accounted for under the equity
method in Account 1401, Investments in Af-
filiated Companies. The borrower’s propor-
tionate share of the joint venture’s net in-
come or loss shall be debited or credited to
Account 1401, as appropriate, with an offset-
ting entry to Account 7360, Other Nonop-
erating Income.

3. Segment of Current Operations. i. If a bor-
rower provides satellite or cable television
service as a segment of its current oper-
ations and there are no shared assets be-
tween this activity and the regulated tele-
communications activities of the borrower,
the investment shall be debited to Account
1406.1, Nonregulated Investments—Perma-
nent Investment. The net income or loss
from providing such service shall be debited
or credited, as appropriate, to Account
1406.3, Nonregulated Investments—Current
Net Income, with an offsetting entry to Ac-
count 7990, Nonregulated Net Income.

ii. If a borrower provides satellite or cable
television service as a segment of current op-
erations and shares assets between this ac-
tivity and the regulated telecommunications
activities of the borrower, the franchise and
application fees shall be debited to a sub-
account of Account 2690, Intangibles. The
cost of the satellite or cable television equip-
ment shall be debited to a subaccount of Ac-
count 2231, Radio Systems. Revenues earned
from providing satellite or cable service
shall be credited to Account 5280, Nonregu-
lated Operating Revenue, while the associ-
ated expenses shall be recorded in a sub-
account of the applicable regulated expense
accounts.

4. Sale and Installation of Satellite or Cable
Television Equipment. i. If a borrower sells or
installs satellite or cable television equip-
ment as a segment of its current operations
and there are no shared assets between this
activity and the regulated telecommuni-
cations activities of the borrower, the pur-
chase of the equipment shall be debited to
Account 1406.1, Nonregulated Investments—
Permanent Investment. The net income or
loss from providing such services shall be
debited or credited, as appropriate, to Ac-
count 1406.3, Nonregulated Investments—
Current Net Income, with an offsetting entry
to Account 7990, Nonregulated Net Income.

ii. If a borrower sells or installs satellite or
cable television equipment as a segment of
its current operations and shares assets be-
tween this activity and the regulated tele-
communications activities of the borrower,
the purchase of the equipment shall be deb-
ited to Account 1220.2, Property Held for
Sale or Lease. Revenues received for the sale
or installation of the equipment shall be
credited to Account 5280, Nonregulated Oper-
ating Revenue, while the associated expenses
shall be debited to a subaccount of the appli-
cable regulated expense accounts.

106 Consolidated Financial Statements

A. In October 1987, FASB issued Statement
of Financial Accounting Standards No. 94,
Consolidation of All Majority-Owned Sub-
sidiaries (Statement No. 94). (Statement 94 is
available from the Financial Accounting
Standards Board, 401 Merritt 7, P.O. Box 5116,
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Norwalk, CT 06856–5116.) For purposes of re-
porting to RUS, Statement No. 94 shall be
applied as follows:

1. A borrower that is a subsidiary of an-
other entity shall prepare and submit to
RUS separate financial statements even
though this financial information is pre-
sented in the parent’s consolidated state-
ments.

2. In those cases in which a borrower has a
majority-ownership in a subsidiary, the bor-
rower shall prepare consolidated financial
statements in accordance with the require-
ments of Statement No. 94. These consoli-
dated statements must also include supple-
mentary schedules presenting a Balance
Sheet and Income Statement for each major-
ity-owned subsidiary included in the consoli-
dated statements.

B. Although Statement No. 94 requires the
consolidation of majority-owned subsidi-
aries, the RUS Form 479, Financial and Sta-
tistical Report for Telecommunications Bor-
rowers, shall be prepared on an unconsoli-
dated basis by all borrowers.

PART 1773—POLICY ON AUDITS OF
RUS BORROWERS

Subpart A—General Provisions

Sec.
1773.1 General.
1773.2 Definitions.

Subpart B—RUS Audit Requirements

1773.3 Annual audit.
1773.4 Borrower responsibilities.
1773.5 Qualifications of CPA.
1773.6 Audit agreement.
1773.7 Audit standards.
1773.8 Audit date.
1773.9 Disclosure of irregularities and ille-

gal acts.
1773.10 Access to audit-related documents.
1773.11–1773.19 [Reserved]

Subpart C—RUS Requirements for the Sub-
mission and Review of the Auditor’s
Report, Report on Compliance, Report
on Compliance and on Internal Con-
trols Over Financial Reporting, and
Management Letter

1773.20 CPA’s submission of the auditor’s re-
port, report on compliance, report on
compliance and on internal controls over
financial reporting, and management let-
ter.

1773.21 Borrower’s review and submission of
the auditor’s report, report on compli-
ance, report on compliance and on inter-
nal controls over financial reporting, and
management letter.

1773.22–1773.29 [Reserved]

Subpart D—RUS Reporting Requirements

1773.30 General.
1773.31 Auditor’s report.
1773.32 Report on compliance and on inter-

nal control over financial reporting.
1773.33 Management letter.
1773.34–1773.37 [Reserved]

Subpart E—RUS Required Audit Procedures
and Documentation

1773.38 Scope of engagement.
1773.39 Utility plant and accumulated de-

preciation.
1773.40 Regulatory assets.
1773.41 Extraordinary retirement losses.
1773.42 Clearing accounts.
1773.43 Capital and equity accounts.
1773.44 Long-term debt.
1773.45 Regulatory liabilities.
1773.46–1773.49 [Reserved]

APPENDIX A TO PART 1773—SAMPLE AUDITOR’S
REPORT FOR AN ELECTRIC COOPERATIVE

APPENDIX B TO PART 1773—SAMPLE AUDITOR’S
REPORT FOR A CLASS A OR B COMMERCIAL
TELEPHONE COMPANY

APPENDIX C TO PART 1773—ILLUSTRATIVE
INDEPENDENT AUDITOR’S MANAGEMENT
LETTER FOR ELECTRIC BORROWERS

APPENDIX D TO PART 1773—ILLUSTRATIVE
INDEPENDENT AUDITOR’S MANAGEMENT
LETTER FOR TELECOMMUNICATIONS BOR-
ROWERS

AUTHORITY: 7 U.S.C. 901 et seq.; 7 U.S.C. 1921
et seq.; Pub. L. 103–354, 108 Stat. 3178 (7 U.S.C.
6941 et seq.).

SOURCE: 56 FR 63360, Dec. 3, 1991, unless
otherwise noted.

EDITORIAL NOTE: Nomenclature changes to
part 1773 appear at 63 FR 38722, July 17, 1998.

Subpart A—General Provisions

§ 1773.1 General.
(a) This part implements those stand-

ard provisions of the security instru-
ment utilized by the Rural Utilities
Service (RUS) for both electric and
telephone borrowers and by the Rural
Telephone Bank (RTB) for its tele-
phone borrowers. The provisions re-
quire borrowers to prepare and furnish
to RUS, at least once during each 12-
month period, a full and complete re-
port of its financial condition, oper-
ations, and cash flows, in form and sub-
stance satisfactory to RUS, audited
and certified by an independent cer-
tified public accountant (CPA), satis-
factory to RUS, and accompanied by a
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