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(b) The numbers immediately fol-
lowing to the right of the decimal
point indicate, respectively, the sec-
tion or account. All Part 32 Account
numbers contain 4 digits to-the-right-of
the decimal point.

(c) Cross references to accounts are
made by citing the account numbers to
the right of the decimal point; e.g., Ac-
count 2232 rather than the cor-
responding complete part 32 reference
number 32.2232.

§32.21 Sequence of accounts.

The order in which the accounts are
presented in this system of accounts is
not to be considered as necessarily in-
dicative of the order in which they will
be scheduled at all times in reports to
this Commission.

§32.22 Comprehensive interperiod tax
allocation.

(a) Companies shall apply interperiod
tax allocation (tax normalization) to
all book/tax temporary differences
which would be considered material for
published financial report purposes.
Furthermore, companies shall also
apply interperiod tax allocation if any
item or group of similar items when
aggregated would yield debit or credit
entries which exceed or would exceed 5
percent of the gross deferred income
tax expense debits or credits during
any calendar year over the life of the
temporary difference. The tax effects
of book/tax temporary differences shall
be normalized and the deferrals shall
be included in the following accounts:

4100, Net Current Deferred Operating Income
Taxes;

4110, Net Current Deferred Nonoperating In-
come Taxes;

4340, Net Noncurrent Deferred Operating In-
come Taxes;

4350, Net Noncurrent Deferred Nonoperating
Income Taxes.

In lieu of the accounting prescribed
herein, any company shall treat the in-
crease or reduction in current income
taxes payable resulting from the use of
flow through accounting in prior years
as an increase or reduction in current
tax expense.

(b) Supporting documentation shall
be maintained so as to separately iden-
tify the amount of deferred taxes which
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arise from the use of an accelerated
method of depreciation.

(c) Subsidiary records shall be used
to reduce the deferred tax assets con-
tained in the accounts specified in
paragraph (a) of this section when it is
likely that some portion or all of the
deferred tax asset will not be realized.
The amount recorded in the subsidiary
record should be sufficient to reduce
the deferred tax asset to the amount
that is likely to be realized.

(d) The records supporting the activ-
ity in the deferred income tax accounts
shall be maintained in sufficient detail
to identify the nature of the specific
temporary differences giving rise to
both the debits and credits to the indi-
vidual accounts.

(e) Any company that uses acceler-
ated depreciation (or recognizes tax-
able income or losses upon the retire-
ment of property) for income tax pur-
poses shall normalize the tax differen-
tials occasioned thereby as indicated in
paragraphs (e)(1) and (e)(2) of this sec-
tion.

(1) With respect to the retirement of
property the book/tax difference be-
tween (i) the recognition of proceeds as
income and the accrual for salvage
value and (ii) the book and tax capital
recovery, shall be normalized.

(2) Records shall be maintained so as
to show the deferred tax amounts by
vintage year separately for each class
or subclass of eligible depreciable tele-
phone plant for which an accelerated
method of depreciation has been used
for income tax purposes. When prop-
erty is transferred to nonregulated ac-
tivities, the associated deferred income
taxes and unamortized investment tax
credits shall also be identified and
transferred to the appropriate nonregu-
lated accounts.

() The tax differentials to be normal-
ized as specified in this section shall
also encompass the additional effect of
state and local income tax changes on
Federal income taxes produced by the
provision for deferred state and local
income taxes for book/tax temporary
differences related to such income
taxes.

(g) Companies that receive the tax
benefits from the filing of a consoli-
dated income tax return by the parent
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