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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C.  20544 
 
 
In the Matter of     ) 
      ) 
US West, Inc.     ) ASD File No. 98-102 
      ) 
Petition for Waiver of Section 32.27(c)  ) 
of the Commission’s Rules   ) 
 
 

MEMORANDUM OPINION AND ORDER 
 

Adopted:  February 24, 2000   Released:  February 25, 2000 
 
By the Chief, Accounting Safeguards Division: 
 
 

I.  INTRODUCTION 
 

1.  On November 16, 1998, US West, Inc. (US West)1 filed a petition for waiver of 
the affiliate transactions rules,2 as codified in section 32.27 of the Commission's rules.3   
Specifically, US West seeks permission to use fully distributed cost, in lieu of fair market value, 
to value services to a former affiliate during a limited time period.  No parties filed comments in 
this proceeding.  In this Order, we grant US West's request for a waiver of the affiliate 
transactions rules. 

II.  BACKGROUND 
 

2.  In 1987, the Commission established its affiliate transactions rules to protect 
ratepayers of regulated telecommunications services from bearing the costs and risks associated 
with a carrier's nonregulated activities.4  The affiliate transactions rules set forth the procedures 
that all incumbent local exchange carriers (ILECs), other than average schedule companies, must 
use in recording transactions between regulated and nonregulated affiliates.5  The affiliate 
transactions rules discourage cross-subsidization by requiring carriers to reflect appropriate 
                                                           
 1 US West, Inc. is the holding company for several companies, including US West 
Communications, Inc., a regulated telephone operating company. 
 
 2 Petition for Waiver of US West, Inc., filed November 16, 1998 (US West Petition).  See “US West 
Files Petition for Waiver of the Commission’s Affiliate Transactions Rules,” Public Notice, 13 FCC Rcd 
23722 (1998). 
  
 3 47 C.F.R. § 32.27.  
 
 4 See Separation of Costs of Regulated Telephone Services from Costs of Nonregulated Activities, CC 
Docket No. 86-111, Report and Order, 2 FCC Rcd 1298 (1987), modified on recon., 2 FCC Rcd 6283 (1987), 
further recon., 3 FCC Rcd 6701 (1988), aff'd sub nom., Southwestern Bell Corp. v. FCC, 896 F.2d 1378 
(D.C.Cir. 1990).  
 
 5 See 47 C.F.R. § 32.27.  
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valuation techniques in recording the transfer of assets and the provision of services between 
regulated and nonregulated affiliates.  After Congress enacted the Telecommunications Act of 
1996 (1996 Act),6 the Commission revised its long-standing affiliate transactions rules in order to 
implement the numerous statutory provisions prohibiting cross-subsidization.7  In the Accounting 
Safeguards Order, the Commission concluded that its revised affiliate transactions rules would 
promote competition by preventing ILECs from using their market power in local exchange 
services to obtain an anti-competitive advantage in other markets.8   
 

3.  In its petition, US West states that on June 12, 1998, it separated into two 
independent companies:  US West and MediaOne Group, Inc. (MediaOne).9  Under the new 
corporate structure, US West is the holding company for the telephone operating companies and 
other US West affiliates.  MediaOne is now a separate, unaffiliated company.  US West seeks 
permission for it and its affiliated company, US West Advanced Technologies (Advanced 
Technologies), to continue to provide certain services to its former affiliate, MediaOne, until the 
current service agreements expire, without incurring the obligation to perform fair market 
valuations.10  In its petition, US West states that these services include human resources, shared 
tax systems support and other support services.11  US West states that the value of these services 
covered under the service agreements is $240,000 and that the service agreements expire on or 
before April 1, 1999.12   
 

III.  DISCUSSION 
 

4.  The Commission may grant a waiver of its rules for good cause shown.13  Waiver 
of the Commission's rules is appropriate only if special circumstances warrant a deviation from 
the general rule and such deviation will serve the public interest.14  In addition, a petition for 
waiver of the Commission's Part 32 rules must "expressly demonstrate" that:  (1) existing 
peculiarities or unusual circumstances warrant a departure from a prescribed procedure or 

                                                           
 6 Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996).  The 1996 Act 
amended the Communications Act of 1934 (Communications Act). 
  
 7 Accounting Safeguards under the Telecommunications Act of 1996, CC Docket No. 96-150, 
Report and Order, 11 FCC Rcd 17539, 17638-39, ¶ 218 (1996) (Accounting Safeguards Order), recon., 
Order on Reconsideration in CC Docket No. 96-150, 14 FCC Rcd 11396 (1999), Second Order on 
Reconsideration, FCC 00-9 (rel. Jan. 18, 2000). 
 
 8 Accounting Safeguards Order, 11 FCC Rcd at 17638-39, ¶ 218. 
 
 9 US West Petition at n.2. 
 
 10 Id. at 1-2. 
 
 11 Id. at n.4. 
 
 12 Id.   
 
 13 47 C.F.R. § 1.3.  
 
 14 See United States Telephone Association Petition for Waiver of Part 32 of the Commission's Rules, 
Order, 13 FCC Rcd 214 (Com. Car. Bur. 1997) (citing Northeast Cellular Tel. Co. v. FCC, 897 F.2d 1164 
(D.C.Cir. 1990) (Northeast Cellular); WAIT Radio v. FCC, 418 F.2d 1153 (D.C.Cir. 1969), cert. denied 409 
U.S. 1027 (1972) (WAIT Radio). 
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technique; (2) a specifically defined alternative will result in a substantially equivalent or more 
accurate portrayal of operating results or financial conditions, consistent with the principles of 
Part 32; and (3) the application of such alternative procedure will maintain uniformity in 
substantive results among telecommunications companies.15  Finally, a waiver request must be 
consistent with the principles underlying the rule for which a waiver is requested. 
 

5.  We grant US West a limited waiver of section 32.27(c) of the Commission's 
rules.  We find that these circumstances -- the removal of MediaOne from the corporate family 
into a separate, unaffiliated company -- are unusual and warrant a departure from a prescribed 
procedure.  We agree with US West that this event constitutes special circumstances because the 
value of the service agreements is relatively minimal; the separation of US West and MediaOne 
into unaffiliated companies is a one-time event; and the service agreements have already expired. 
Under these particular circumstances, using fair market value to value these transactions for such 
a short duration of time would not necessarily result in a more accurate portrayal of operating 
results or financial conditions.  
 

6. With respect to the second requirement for a waiver, we find that allowing US 
West to continue to record this relatively small transaction at fully distributed cost until the 
agreement expired would be consistent with the principles of Part 32.  We also note that such 
treatment would be consistent with the changes to Part 32 recently proposed in the 
Comprehensive Review proceeding in CC Docket No. 99-253.16  In that proceeding, the 
Commission is considering eliminating the requirement that carriers make a good faith 
determination of fair market value for services when the total annual value of transactions for that 
service is less than a de minimis amount.17  The Commission observed that when the annual value 
of such transactions is de minimis, the regulatory benefits of requiring carriers to make a good 
faith determination of the fair market value of a service are outweighed by the administrative cost 
and effort of making such a determination.18  We do not have such a de minimis threshold at 
present; however, the reasons behind the proposed rule discussed by the Commission would 
apply here as well. 
 

7. We conclude that the burden of requiring US West to perform a good faith 
determination of fair market value for services provided under these circumstances would 
outweigh any benefits derived from strict adherence to the rules in this specific situation.  We 
agree with US West that the public interest will be served by avoiding a needless expenditure to 
conduct fair market value studies for this relatively minimal service agreement.  We are, 
therefore, granting the petition for waiver of section 32.27(c) filed by US West.  This waiver is 
limited to those corporate services provided under contract by US West and Advanced 
Technologies to MediaOne and covers the period from June 12, 1998, to April 1, 1999. 
 

 
 

 
                                                           
 15 47 C.F.R. § 32.18.  
 
 16  See Comprehensive Review of the Accounting Requirements and ARMIS Reporting 
Requirements for Incumbent Local Exchange Carriers, Phase 1, CC Docket No. 99-253, Notice of 
Proposed Rulemaking, FCC 99-174 (rel. July 14, 1999)(Phase 1 NPRM). 
 
 17 See Phase 1 NPRM at ¶ 15. 
  
 18 Id.  
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IV.  ORDERING CLAUSE 
 

8.  Accordingly, IT IS ORDERED, pursuant to Sections 1, 4(i), 4(j), 201-205, 218-
220, and 254(k) of the Communications Act of 1934, as amended, 47 U.S.C. §§ 151, 154(i), 
154(j), 201-205, 218-220, and 254(k), and Sections 0.91, 0.291, 1.3, 1.106, 32.18, and 32.27 of 
the Commissions rules, 47 C.F.R. §§ 0.91, 0.291, 1.3, 1.106, 32.18, and 32.27, that the Petition 
for Waiver filed by US West, Inc. IS GRANTED to the extent described above in paragraph 7. 

 
 

FEDERAL COMMUNICATIONS COMMISSION 
 
 
 

     Kenneth P. Moran     
     Chief, Accounting Safeguards Division 

Common Carrier Bureau 
 


