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INTRODUCTION

This case concerns the simple statutory formula for valuing property used in
transmitting and distributing electricity in Arizona. Section 42-14154(B) and
(G)(2) obligate the Department of Revenue (“Department”) to value plant in
service® at its original cost less related accumulated straight-line depreciation over
the property’s useful life.  Straight-line depreciation is the gradual annual
expensing of a property’s cost in equal increments over time until the end of the
property’s life.” If a $1,000,000 property has a ten-year estimated life, it will be
depreciated (expensed) at $100,000 per year until the end of its life. At the end of
year six, the property will have $600,000 in accumulated depreciation. Thus, in
year seven, the property’s Arizona statutory full cash value would be $400,000—
the original $1,000,000 cost less the $600,000 in related accumulated depreciation.

For the 2020 tax year, San Diego Gas and Electric Company (“San Diego”)
reported to the Department depreciation that exceeded its Arizona plant cost,

resulting in a claimed full cash value for plant in service of -$2,629,001. That is

! “Plant” is all property that is used or useful for transmitting or distributing
electric power. A.R.S. § 42-14154(G)(8).

2 The American Society of Appraisers defines straight-line depreciation as “[a]n
accounting method that assumes that depreciation is dependent on the passage of
time and that allocates an equal amount of depreciation to each period of time.”
American Society of Appraisers, Valuing Machinery and Equipment: The
Fundamentals of Appraising Machinery and Technical Assets, at 405-06 (2d ed.
2005).
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impossible under any known depreciation regimen or authority. San Diego’s
reported accumulated depreciation exceeded the plant’s cost because in addition to
the property’s actual accumulated straight-line depreciation, the company included
$21,092,257.55 set aside in a separate reserve account to pay for the plant’s
removal at the end of its economic life (“COR Reserve”).

The Opinion essentially holds that COR Reserve monies are lawful
accumulated straight-line depreciation of plant costs, even though they inarguably
are not. San Diego Gas & Elec. Co. v. Ariz. Dep’t of Revenue, 1 CA-TX 21-0008,
2023 WL 6978591 (App. Oct. 24, 2023).

This is a matter of statewide importance insofar as several (though a
minority) of the approximately eighteen other transmission companies in Arizona
likewise report COR Reserve monies as “accumulated depreciation” to the
Department, to the ultimate detriment of other taxpayers in the many taxing
jurisdictions in which transmission properties are located. The Opinion implicates
hundreds of millions of dollars of property values. Review and reversal are
warranted because it is simply wrong.

ISSUE PRESENTED FOR REVIEW
Are accrued COR Reserve monies lawful straight-line depreciation of plant

costs under A.R.S. § 42-14154?
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MATERIAL FACTS

San Diego owns transmission lines and related equipment in Arizona that
run from the Palo Verde Nuclear Plant to the California border. Transmission
property owners must file annual reports with the Department to assist it with
valuing their properties. A.R.S. § 42-14152(A). The Department valued two
components of San Diego’s transmission properties under A.R.S. § 42-14154—
plant in service (“Plant”) and construction work in progress (“CWIP”).

San Diego reported in its 2020 tax year annual report the following amounts

concerning the Arizona portion in its “Balance Sheet Data”:

Total Plant in Service (less land rights) $48,817,396
Plant in Service Accumulated Depreciation (less

amortization for land rights) $51,446,185
Plant in Service Land Rights $4,218,191
Amortization for Land Rights $545,788
Construction Work in Progress $7,296,049

(IR 57, at 12, 1 6; emphases added.) Based upon this report, the Department
valued San Diego’s CWIP (“Arizona CWIP”) at fifty percent of the reported cost
of $7,296,049, or $3,648,000 (rounded down), pursuant to A.R.S. § 42-14154(C).
With respect to the company’s plant in service (“Arizona Plant”), the
Department rejected the company’s claim that it had $51,446,185 in accumulated
straight-line depreciation relating to its $48,817,396 in plant costs and that the

resulting full cash value of its Arizona Plant was -$2,629,001. It then presented
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additional information to the Department, which the Department used in part to set
the Arizona Plant’s final 2020 full cash value at $8,654,000.

San Diego appealed the Department’s CWIP and Arizona Plant values to the
tax court. It alleged that the value of its Arizona Plant and Arizona CWIP

(collectively, the “Arizona Property”) should be $1,019,474, determined as

follows:
Arizona Plant Cost $48,817,396
(less) Accumulated Depreciation $51,446,185
-$ 2,628,789
(plus) CWIP Value $ 3,648,024

(equals) Arizona Property’s 2020 full cash value $ 1,019,474
(IR 8 [Affidavit, Ex. A].)

During discovery, the Department learned that in reaching its claimed
$51,446,185 in accumulated depreciation, San Diego had included two types of
“depreciation.” The first was accumulated depreciation relating to the $48,817,396
in reported plant cost (hereafter “Life Depreciation”). (Appendix [“App.”] 1; IR
57 at 24, 1 68.) The amount of Life Depreciation was $30,899,927.19, which the
Department considered lawful depreciation because it was accumulated
depreciation relating to the Arizona Plant’s cost.

The second type of “depreciation” in the amount of $21,092,257.55,

denominated “COR (Cost of Removal) Reserve,” was not accumulated



depreciation of plant cost; rather, it was a reserve account of monies to be used to
pay for removing the Arizona Plant at the end of its life.> (App. 1; IR 57 at 24,
169.)

Had San Diego separately reported the Life Depreciation and COR Reserve
numbers to the Department in its annual report, the Department would have
removed the COR Reserve number of $21,092,257.55 from the company’s
reported depreciation total and valued the Arizona Plant at $18,463,000
(rounded)—original reported plant cost less Life Depreciation.* (Id. at 19, 11 41-
42.) The Department sought that value for the Arizona Plant at both the tax court
and the court of appeals, in addition to the statutory CWIP value of $3,648,000.

The sole alleged statutory basis for San Diego’s negative value is A.R.S.
§ 42-14154(F), which provides that all terms and applications of terms are to “be
interpreted according to the federal energy regulatory commission uniform system

of accounts for electric and gas utilities in effect on January 1, 1989.” That

% Reserves are monies that have been set aside for a particular purpose, such as
the purchase of fixed assets, payment for repairs and maintenance, and so forth.
See https://www.accountingtools.com/articles/what-is-reserve-accounting.html.

* San Diego has reported COR Reserve amounts to the Department for decades, but
because the combined Life Depreciation and COR Reserve numbers had never
exceeded the reported plant’s cost, the Department never identified the COR
Reserve issue until the 2020 tax year.
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uniform system of accounts allows for the recording of accumulated COR Reserve
monies as “accumulated depreciation.””

The Opinion held that (1) the COR Reserve monies are lawful depreciation
of San Diego’s Arizona Plant, (2) the Arizona Plant’s resulting 2020 statutory full
cash value is -$2,628,789, though the 2020 full cash value would be set at $0
because the court did not believe the Legislature intended to set values below $0,
and (3) the excess -$2,628,789 in Arizona Plant depreciation could not be applied
to lower the statutory CWIP value of $3,648,000. (Op. 11 18-23.)

The Opinion’s COR Reserve finding is contrary to the statute’s plain
mandate that the plant’s original cost be reduced only by “related accumulated . . .
[straight line] depreciation.” COR Reserve monies are not accumulated straight-
line depreciation relating to plant costs. Nothing in the 1989 FERC Uniform
System of Accounts (“USofA”), the only *“authority” that the Opinion cited to
support its holding, says otherwise.

The notion that San Diego’s plant in service as of January 1, 2019, had a
statutory value of -$2,629,001—and will have a growing negative taxable value for

the remainder of its useful life—is absurd on its face and violates every applicable

provision of A.R.S. § 42-14154. The “negative value” and $0 value rulings also

® The Federal Energy Regulatory Commission (“FERC”) allows but does not
require utilities to incrementally collect future removal costs from their existing
customers.
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violate the Arizona Constitution’s Exemptions Clause, which provides that all
property in the state not exempt from taxation under the Federal and Arizona
Constitutions is subject to taxation. Ariz. Const. art. IX, § 2.

REASONS TO GRANT REVIEW

l. COR Reserve Monies Are Not Lawful Depreciation of Plant Costs
Under A.R.S. 8§ 42-14154,

A. The Only Lawful Depreciation Is Accumulated Straight-Line
Depreciation that Relates to the Plant’s Cost.

Section 42-14154(B) prescribes the method for valuing electric transmission
plant in service, with the starting point being its original cost. “Original plant in
service cost” is defined as the actual cost of acquiring or constructing property,
including additions, retirements, adjustments, and transfers. A.R.S. § 42-
14154(G)(7).

In determining the plant’s full cash value, the Department must reduce the
plant-in-service cost “by related accumulated . . . depreciation.” A.R.S. 8§ 42-
14154(B)(2)(a). Consistent with the requirement that depreciation must be
“related” to the plant’s costs, A.R.S. 8 42-14154(G)(2) defines “depreciation” as
“straight line depreciation over the useful life of the item of property.” A.R.S.

§ 42-14154(G)(2).
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Straight-line depreciation is a simple concept, with a simple formula
determining the annual depreciation amount: cost + economic life.® This Court
acknowledged this formula in Arizona Department of Revenue v. Trico Electric
Cooperative, Inc., 151 Ariz. 544 (1986), wherein the Court explained the straight-
line depreciation regimen for two types of electric utility properties as follows:

For example, if property purchased for $1,000,000 is

depreciated over a 10-year life by an investor-owned

utility and over a 33 1/3 year life by a cooperative utility,

the full cash value after five years will be $500,000 [fifty

percent in accumulated depreciation] on investor-owned

property and $850,000 [fifteen percent in accumulated

depreciation] on cooperative-owned property.
Id. at 547. Neither San Diego nor the Opinion dispute Petitioners’ explanation of
how straight-line depreciation works. San Diego’s sole affiant” supporting its
summary-judgment motion testified that no straight-line depreciation regimen
would ever result in depreciation that exceeded an item’s cost. (IR 57, 71.)

The question under A.R.S. § 42-14154(B)(2)(a) is whether accumulated
COR Reserve monies, recorded in an accumulated depreciation account per FERC

guidelines, is related accumulated straight-line depreciation of plant cost. To ask

the question is to answer it. Accumulated COR Reserve monies are not

® https://www.investopedia.com/terms/s/straightlinebasis.asp.

" James Asay, Director of Corporate Tax at Sempra Energy, San Diego’s parent
company.
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accumulated straight-line depreciation of plant costs, and COR Reserve monies are
therefore not lawful depreciation under A.R.S. § 42-14154.
B. The FERC Uniform System of Accounts Does Not Provide that
COR Reserve Monies Are Accumulated Depreciation of Plant
Costs.

The effects of San Diego’s claim and the Opinion’s holding are best
demonstrated hypothetically. Assuming a plant’s original cost is $50 million and
the future removal costs for that plant are $30 million, the total possible
accumulated “depreciation” related to those two costs under the Opinion would be
$80 million. When a company reports only the $50 million plant cost to the
Department but then reports accumulated depreciation relating to the $80 million
in plant and future removal costs, the accumulated depreciation will at some point
equal and then begin to exceed the $50 million plant cost. For a hypothetical plant

with a ten-year life and with ten years of COR reserve accumulation, the Opinion’s

consequences are as follows:

Plant Costs Future Removal Costs
$50,000,000 $30,000,000
LIFE COR
YEAR DEPRECIATION RESERVES
1 $5,000,000 $3,000,000
2 $10,000,000 $6,000,000
3 $15,000,000 $9,000,000
4 $20,000,000 $12,000,000
5 $25,000,000 $15,000,000
6 $30,000,000 $18,000,000

10
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7 $35,000,000 $21,000,000
8 $40,000,000 $24,000,000
9 $45,000,000 $27,000,000
10 $50,000,000 $30,000,000

In year 7 (as with this case’s 2020 tax year), accumulated Life Depreciation
and accumulated COR Reserve monies begin to exceed plant cost. In year 9, per
the Opinion, the statutory formula yields a full cash value of -$22,000,000
($50,000,000 in plant cost less $72,000,000 in combined Life and COR
Depreciation).

The sole purported statutory basis for this is A.R.S. § 42-14154(F), which
provides that all terms and applications of terms are to “be interpreted according to
the federal energy regulatory commission uniform system of accounts for electric
and gas utilities in effect on January 1, 1989.” (Op. 1Y 16-18.) Three FERC
provisions that the Opinion cited provide as follows:

e FERC Account No. 101(a)(10) defines “cost of
removal” as “the cost of demolishing, dismantling,
tearing down or otherwise removing service
property, including the cost of transportation and
handling incidental thereto.” (Op. 17.)

e FERC Account No. 108, Accumulated Provision
for Depreciation of Service Company Property,
expressly includes the “cost of removal.” (Id.)

e FERC Order No. 631 provides: “removal costs . ..
are included as a component of the depreciation

expense and  recorded in  accumulated
depreciation.” (Id.)

11
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From these, the Opinion concludes that because San Diego reports its accrued
COR Reserve monies to FERC under “accumulated depreciation,” COR Reserve is
lawful accumulated straight-line depreciation of plant costs under A.R.S. § 42-
14154(B)(2)(a). (Op.118.)

The holding flips A.R.S. § 42-14154’s valuation method as well as the
general statutory construction rules on their heads, giving all import to the general
phrase “accumulated provision for depreciation” in A.R.S. § 42-14154(B)(2)(a),
but none to the Legislature’s definition of “depreciation” as related accumulated
straight line depreciation over the property’s useful life. City of Phoenix v.
Superior Ct., 139 Ariz. 175, 178 (1984) (stating that special or specific statutory
provisions will usually control over general ones).

As Petitioners’ Reply Brief discussed (at 42-49), the USofA simply sets
forth an accounting, reporting, and recordkeeping regimen for utilities to follow.®
FERC allows utilities to build up a reserve account to fund future plant removal
and to account for those monies under “accumulated depreciation,” but that has no
relevance to Arizona’s statutory valuation formula for transmission property—cost
less the accumulated straight-line depreciation that relates to that cost.

Accumulated COR Reserve monies are no more “related accumulated straight-line

® Applicable portions of the 1989 FERC USofA are attached as App. 2.

12
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depreciation” of Arizona Plant costs than the accumulated Life Depreciation
relating to San Diego’s transmission plant in California, which is in the billions.®

In that regard, the Opinion fails to identify any FERC provision bearing on
the Legislature’s use of the phrase “related accumulated provision for
depreciation” in A.R.S. § 14154(B)(2)(a) (emphasis added), and that is because
none exists. The USofA is thus irrelevant to the issue before the Court. See
generally, SFPP, L.P. v. Ariz. Dep’t of Revenue, 210 Ariz. 151, 155 n.4, § 18 (App.
2005) (“We do not interpret the legislature’s guidance in A.R.S. § 42-14204(G) as
requiring that we base our final conclusion on the FERC USOA definitions if those
definitions do not, as here, provide a definitive resolution.”)

Not even Life Depreciation would be lawful (related) depreciation if San
Diego did not report the applicable plant cost to the Department. If San Diego
reported $50,000,000 in Arizona plant costs and $40,000,000 in accumulated Life
Depreciation to FERC, but reported only $25,000,000 in plant costs to the
Department for valuation purposes, it could not claim and receive $40,000,000 in

accumulated depreciation under A.R.S. § 42-14154. The only lawful Life

® San Diego’s Comparative Balance Sheet for its entire system for the end of 2018,
as set forth in its annual Form 1 filed with FERC, reports $20,491,384,467 in
“Utility Plant” costs and $6,787,171,251 in “Accumulated Provision for Depr.,
Amort. Depl.” (IR 60 [Ex. 5, at 110].) Per the Opinion, San Diego should
presumably be entitled to $6.787 billion in accumulated depreciation because it
reported $6.787 billion in “accumulated depreciation” on its FERC Form 1.

13
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Depreciation under A.R.S. 8§ 42-14154 would be that that relates to the
$25,000,000 in plant cost reported to the Department.

San Diego’s sole witness supporting its claim, Mr. Asay, underscored this
simple and obvious principle when he testified as follows:

Q:What import, if any, do you give to the word “related”
[in the ‘applicable valuation statute in Arizona’]”?

A:The statute says the department shall determine the
original plant in service cost. The original plant in
service cost shall be reduced by the related accumulated
provision [f]or depreciation.

So in that context, | would say the word ““related™ refers
back to the original plant in service cost that is
determined by the Department.

So you’re matching apples with apples. You have a plant
In service cost, and there is a [sic] accumulated
provision for depreciation that is specifically tied to that
original plant in service cost. So that’s what related
means in this context, | believe.

(IR 60 [Ex. F, at 18:5-23]; emphasis added.) The explanation could not be any
clearer. COR Reserve monies are not accumulated straight-line depreciation of

plant cost and are therefore not lawful depreciation.™

9 1f ARR.S. § 42-14154 required the Department to value future removal costs and
iIf San Diego reported those costs, COR Reserve monies relating to those costs
would be lawful accumulated depreciation of those costs.

14



C.  Section 42-14154(B)(2)(b) Supports Petitioners.

The Opinion’s $0 Arizona Plant value is not only contrary to A.R.S. § 42-
14154(B)(2)(a)’s valuation formula, it is also contrary to subsection (B)(2)(b).
That subsection specifies one instance in which the full cash value of plant in
service can go to $0. Specifically, A.R.S. § 42-14154(B)(2)(a)-(b) provide that the
Department shall value transmission property by first determining the *“original
plant in service cost” and then reducing that amount by the following:

(a) The related accumulated provision for depreciation.

(b) The reduction in value caused by a state or federal
governmental order prohibiting total or partial physical
use of electric transmission . . . property for periods of
more than six months. Any reductions in value caused by
a total or partial prohibition of the physical use of the

property shall not exceed the cost of the restricted
property less accumulated depreciation.

(Emphasis added.)

The Legislature prescribed a simple valuation formula for plant in service
that starts with its initial cost and then incrementally lowers that cost on a straight-
line basis. The only event that can interrupt that valuation regimen—and the only
event that can lead to a $0 value before the end of the plant’s “useful life”—is a
federal or state order that totally or partially prohibits using the property for more
than six months. A.R.S. § 42-14154(B)(2)(b). If $50,000,000 in plant cost has

been depreciated by eighty percent ($40 million) under the straight-line method, a

15
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governmental shut-down order can reduce the plant’s value by no more than $10
million."* Section 42-14154(B)(2)(b) thus further establishes that the Legislature
adopted the straight-line depreciation regimen that Petitioners articulated and that
Trico, 151 Ariz. at 547, described, and not the “negative value” scenario that the
Opinion created.

D.  The Opinion Is Materially Inconsistent.

The Opinion states that a court’s job is to determine legislative intent. (Op.
1 12.) It then holds that the Legislature intended to include accumulated COR
Reserve monies as statutory depreciation of plant cost, causing the statutory full
cash value of a transmission plant to go increasingly negative over the final years
of its life. (Id. 1 16-18.) In its next breath, the Opinion states that the court is
“not persuaded that the legislature intended to permit a negative full cash value
valuation for a plant in service.” (Id. { 21.)

An opinion this schizophrenic cannot possibly be correct. The Legislature
either intended negative values or it did not. The Legislature did not legislate $0 or
negative values for much of the plant in service life, and it constitutionally could

not do so.

1 Congress or the Legislature may someday allow someone to buy a $2,000,000
piece of equipment or a $2,000,000 Bugatti Veyron and expense $3.4 million, but
we are not there yet.

16
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Il.  The Opinion’s $0 Value for Plant in Service Violates the Exemptions
Clause.™

Article IX, section 2 of Arizona’s Constitution provides that “[a]ll property
in this state that is not exempt under the laws of the United States or under this
section is subject to taxation as provided by law.” A $0 value is therefore an
unconstitutional exemption.

Constitutional avoidance is a fundamental canon of statutory
interpretation. Under avoidance doctrine, “[n]o court ought, unless the terms of an
act rendered it unavoidable, to give a construction to it which should involve a
violation, however unintentional, of the constitution.” Nat’l Fed’n of Indep. Bus.
v. Sebelius, 567 U.S. 519, 562 (2012) (internal quotation marks
omitted). Therefore, “It is . . . incumbent upon [courts] to read the statute to
eliminate those [constitutional] doubts so long as such a reading is not plainly
contrary to the intent of [the enacting legislature].” United States v. X-Citement
Video, Inc., 513 U.S. 64, 78 (1994); accord Larsen v. Nissan Motor Corp. in
U.S.A., 194 Ariz. 142, 147, 1 13 (App. 1998).

The statutory valuation formula and the Exemptions Clause unequivocally

establish that the Opinion’s $0 value conclusion is wrong.

2 The Opinion deemed this argument waived. (Op. § 23.) But courts are not
limited to the parties’ arguments when considering statutory construction issues if
that would cause an incorrect result. Yarbrough v. Montoya-Paez, 214 Ariz. 1, 8
n.3, 123 (App. 2006).
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CONCLUSION

Petitioners request that the Court grant review, set the 2020 full cash value

of San Diego’s Arizona Plant at $18,463,000, and affirm the 2020 full cash value

of the Arizona CWIP at $3,648,000.

Respectfully submitted this 29th day of November, 2023.
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Foderal Energy Reguiatory Commission

snle of electrlo ¢nergy for witimate distridus
ton to the public,

This syatem of secounts shall also apply
to agencles of the United Btates engaged n
the generation and sale of electric shergy
for wlitmate distribution to the publie, so
far ag may be practicable, In sccordsnce
with applieable statutes,

In accordance with the requirements of
seotlon 3 of the Acth (49 Stat. 838; 16 U.8.C,
798013}, the “clasalfioation of investment in
road and equipment of gteatn roads, lsgue of
1814, Interstate Commerce Commlisslon”, s
published and promuigated ss 8 part of the
acebunting ruled snd regulations of the
Commlasion, and a copy thereof sppears as
Part 109 of this chapter, Irrespective of any
rules and regulations contalned In bhis
syytem of secounts, the cost of orlglnal
projects Ucensed under the Ach, and also the
cost of additlons thereto and betferments
theraof, shall be determined under the rules
and prineiples us defined and interpreted in
said classiflestion of the Interstate Qom-
meree Commission so far as applicabls,

Cross RerErznces; For appHoeation of uni-
form eystem of mccounts to Class ¢ and D
public utllities and Ucenseey, see Part 104 of
thls chapter. For statements and reports,
gae Part 141 of this chapter, .

Uniform System of Accounts Pre-
scribed for Public Utllitles and Li-
censses Subject to the Provisions
of the Federal Power Act

PDefinitians

When used in this system of ac-
counbs:
1, "Acopounts” means the accounts
prescribed In this system of accounts,
2, “Aptually Issued,” as appled o se-
ourities Issued or assumed by the utill.
ty, means those which have been sold
to bona fide purchasers for a valuable
consideration, those Issued as divi-
dends on stock, and those which have
been Issued In nceordance with con-
tractust requirements direct to trust
ees of sinking funds.
3. “Actuslly outstanding,” as applled
to seourities Issued or assumed by the
-utillty, means those which have been
actually issued and are neither retired
nor held by or for the utility; provid-
ed, however, that securities held by
trustees shall be considered as actually
outstanding, ,
4, “Amortization” means the gradusal
extinguishment of an amount in an ac-
count by distributing stch amount

Part 101

over & flxed period, over the life of the
asset or liability to which it appiles, or
over the period during which 1t 18 an.
ticipated the benefit will be reslized,

5. A, "Assoclated (affillated) compa-
nies” means companies or persons thet
directly, or indlrectly through one op
more intermediaries, control, or are
controlled by, or are under cormmon
control with, the accounting company.

B. “Control” (including the terms
“controlling,” ‘“controlled by,” and
"under common control with”) means
the possession, directly or indirectly,
of the power to direct or cause the di-
rection of the mansgement and poli-
cles of a company, whether such
power s exercised through one or
more intermediary compsanies, or
glone, or In conjunction with, or pur-
suant to an agreement, and whether
such power is established through a
majority or minority ownership or
voting of securities, common directors,
officers, or stockholders, voting trusts,
holding trusts, associated companies,
confract or any other direct or Indirect
INe[ns, :

6. '"Book cost” means the smount at-
which property is recorded in these ac-
counts without deduction of related
provisions for accrued depreclation,
amortization, or for other purposes,

7, "Commission,” means the Federal
Energy Regulatory Commission,

8. "Continuing Plant Inventory
Record” mesns company plant records
for refirement units and mass proper-
ty that provide, as eilther & single
record, or In separate records readily
obtainsble by references made in a
singls record, the following informa-
tion:

A, For each retirement unit,

(1) The name or description of the
unit, or both;

(2) The location of the unit;

(8) The date the unit was placed in
service;

(4) The cost of the unit as set forth
in Plaxt Instructions 2 and 3 of this
part; and

{(§) The plant contrel acecount to
which the cost of the unit is charged:
and

B, Por each oategory of mass proper-
Ly

y(1) A general description of the
property and quantity;
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(2) The quantity placed In service by
vintage year;

(8) The average cost as set forth in
Plsant Instructions 2 and 3 of this part;
[: %5}

(4} The plant control account to
which the costs are charged.

B, “Cost” means the amount of
money actually pald for property or
services, When the consideration given
is other than cash in a purchase and
sale transaction, as distingulshed from
a transaction involving the issuance of
common stoek in & merger or & pooling
of interest, the value of such consider-
ation shall be determined on a cash
hasis.

10. “Cost of removal” means the cost
of demolishing, dismantling, tearing
down or otherwise removing eleciric
pland, including the cost of transporta-
tHHon and handilng incldental thereto,

11, "Debt expense” means all ex-
penses in contection with the lssunnce
and Initial sale of evidences of debt,
such as fees for drafting mortgages
and trust deeds: fees and taxzes for is-
suing or recording evidences of debt;
cost of engraving and printing bonds
and certificates of {ndebtedness: fees
paid trustees; specific costs of obtain-
ing governmental authority, fees for
legal services; fees and commisslons
paid underwriters, brokers, and sales-
men for marketing such evidences of
debt; fees and expenses of listing on

13, "Discount,” as applied to the se-
curitieg issued or assumed by the utill-
ty, means the excess of the par (stated
vrlue of no-par stocks) or face vaite of
the securitles plus Interest or divi-
dends acerued ab the date of the sale

18 CFR Ch. 1 (4-1-88 Edition)

over the cash value of the counsider-
ation received from thelr sale,

14, “Investment advances" means
advances, represented by notes or by
hook accounts only, with respect to
whieh it is mutually agreed or inteng-
ed between the creditor and debtor
that they shall be settled by the issu.
ance of securities or shall not he sub-
ject to cwrrent settlement.

15. "“Lease, capital” means a lease of
property used in utility or nenutility
operations, which meets one or more
of the criteria stated in Geners! In-
struction 18,

16. "Lease, operating” means s leage
of property used in utility or nonutil-
ity operations, which does not meet
any of the criterin stated in Genersa}
Instruction 19,

17, "Licensee' means any petson, or
State, lUcensed under the provisions of
the Federal Power Act and subject to
the Commission’s accounting require-
ments under the terms of the lcense,

18. "Mirnor items of property” means
the associated parts or {tems of which
retirement units are composed.

19, “Wet sslvage value” mesns the
salvage value of property retired less
the cost of removal,

20, "Nominally lssued,” aa applied to
securities issued or assumed by the
utility, means those which have been
signed, certified, or otherwise execut-
ed, and placed with the proper officer
for sale and delivery, or pledged, or
otherwise placed In some gpecigl fund
of the ntllity, but which have not heen
sold, or issued direct to trustees of
sinking funds in accordance with con-
tractusl requirements.

21, “Wominally outstanding,” as ap-
pled to securities issued or assumed
by the ubtllly, means those which,
after heing rotually issued, have been
rescduired by or for the utiiity under
circumstances which require them to
he considered as held slive and not re-
tired, provided, however, that securi:
ties held by trustees shall be consid-
ered as actually ocuistanding.

22, “*Nonproject property” means
the electrle plant of a llcensee which is
not 8 part of the project property sub-
ject to a license issued by the Commis-
slon.

28, "Original cost,” as applied to
electrie plant, means the cost of such
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property to the person first devoting 1t
to public service,

24, "Person” means an Individusl, a
corporation, & partnership, an assoela-
tion, & joint stock company, a business
trust, or any organized group of per-
sons, whether incorporated or not, or
any reoelver or trustee,

258, "Premium,” as applled to securi.
tles issued or assumed by the utility,
means the excess of the cash value of
the considarabtion received from their
sale over the sum of their par (stated
value of no-par stocks) or face value
and Interest or dividends accrued at
the date of sale.

28, "Project” means complete unit of
Improvement or development, consist-
Ing of a power house, all water con-
dults, all dams and sappurtenant works
and struetures (Including navieation
structires) which are a part of said
untt; and all storage, diverting, or fore-
bay reservolrs directly connected
therewlth, the primary lne or lines
transmitting power therefrom to the
point of junction with the distrihution
system or with the Interconnected pri-
mary transmission system, all miscel-
laneous structures used and useful in
connection with sald unit or any part
thereof, end all water rights, rights of
way, ditches, dams, reservolrs, lands,
ar Interest in lands the use and oocu-
pancy of which are necessary or ap-
propriate In the maintenance and op-
eration of guch unis,

7. "Project property” means the
property described n and subject to a
Heense lssued by the Commission,

28, "Property retired,” as applied to
electric plant, means property which
has been removed, sold, abandoned,
destroyed, or which for any cause has
been withdrawn from service,

29, “Public ubility” means any
person who owns or operates facilities
subject to the jurisdiction of the Com-
mission under the Federal Power Act,
{See sectlon 201(e) of gald act.)

30, A, “Replacing” or “replacement,”
whett not otherwise indioated in the
context, means the construction or in-
gtallation of elsctric plant in place of
property retired, together with tha re-
moval of the property retired,

B. "Research, Desvelopment, and
Demonstration’” (RD&D) in the case
of Major utilities means expenditures

Part 101

Incurred hy public utilities and lcens.
ees elther directly or through snother
personn or organization (such as re.
gearch institute, industry assoclation,
foundation, university, engineering
company or slmilar contractor) in pur-
suing research, development, and dem-
onstration sotivities including experi-
ment, design, insitallation, construoe.
tlon, or operation, This definition in-
cludes expenditures for the implemen-
tation or development of new and/or
existing concepts until technleally fea-
sible and commerclaliy feasible oper
atlons are verified. Buch research, de-
velopment, and demonstration costs
should be reasonably related to the ex-
sting or future utility business, broad-
ly defined, of the public utility or -
censee or In the environment In which
it operates or expects to operate, The
term includes, but Is not imited to! AL
such costs Incldental to the design, de-
velopment or implementation of an
experitmental factlity, a plant process,
& product, a formula, an invention, &
system or similar items, and the im-
provement of already existing {tems of
& like nabure; smounis expended in
connection with the preposed devslop-
ment and/or proposed dellvery of al-
ternate sources of elestricity; and the
costs of obtaining {ts own patent, such
as attorney's foes expended in making
and perfeciing a patent application,
The term Includes preliminary Investt-
gations and detalled planning of spe.
oific projects for gecuring for custom-
ery non-conventional electric power
supplies that rely on technology that
hag not hesn verified previously to he
fensible, The tertn does not nclude ex- .
penditures for efficiensy surveys; stud-
ies of management, management tech-
niques and organization; consumer
surveys, advertising, promotions, or
ttems of a like nature,

31, “Hetained Barnings” (formerly
earned surplus) means the accumulat.
ed net income of the utility less distri-
bution to stockholders and transfers
to obther capital accounts.

32, “Retirement units” means thosge
ttems of electrio plant which, when re-
tired, with or without replacement, are
accounted for by crediting the book
cost thereof to the electric piant ag-
count in which Included.
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33, “Salvage value” means the
amount received for property retired,
less any expenses inourred In connec-
tlon with the sale or {n preparing the
property for sale) or, if retained, the
amount at which the material recover-
able Iz chargeabls to maberials and
supplles, or ather appropriate accounds.

34, "Service life"” means the time he-
tweetl the date electric plant ts includ-
ible In electric piant in service, or elec-
trie plant leased to others, and the
date of lts retirernent. If depreciation
ls accounted for on a production husis
rather. than on a time bagis, then serv-
ice life should be messured in terms of

age:valie of electric plant;

38, “Biate’ means a State admitbed
Lo the Unlen, the District of Columbis,
and sny organized Territory of the
United States.

37, “Subsidiary Company” in the
case of Major utiiities means a ecompa.-
ny which s controlled by the utility
through oawnership of voting stock.
(See “Definitlons” i{tem 5B, "“Con-
trol”), A corporate joint venture in
which a ocorporation is owned by a
small group of husinesses a5 a separate
and specific business or project for the
mutusl benefit of the members of the
group s a subsidisry company for the
purposes of this system of accounts,

38, “Utillty,” as wused herein and
when not otherwise Indicated In the
context, means any public utility or U-
gensee to which this system of ac-
counts iz applicable,

GENERAL INSTRUOTIONS

1. Classtfication of wiilities

A, TPor purpose of applylng the
system of acoounts prescribed hy the
Commission, electric utilittes and 1i-
censees are divided info classes, as fol-
lows:

(1) Mafor, Utilities and lcensees that
had, in each of the last three consecu-
tive yenrs, sales or transmission service
that exceeded any one or more of the
foliowing! _

(1) One million megawatt-hours of
total sales;

(2) 100 megawati-hours of sales for
resale;

18 CFR Ch. | {4-1-88 Edition)

_(3) 800 megawatt-hours of RTOSS
interchange out; or

(4) 500 megawatt-hours of wheellng
{or others (deliveries plus 10sses).

(2) Nonmajor. Utilities and llcensees
that are not classified as "Major” (as
defined above), and had total sples in
each of the last three consecutlve
years of 10,000 megawatt-hours or
more,

B. This system applies to both Major
and Nonmajor utilities and llcensees,
Provisions have been incorporated Into
this system for those entities which,
vrior to January 1, 1984, were apply-
Ing the Commission’s Uniform System
of Accounts Prescribed for Public Util-
ities and Licensees subject to the Pro-
visions of the IFederal Power Act
(Class ¢ and Class D) {Part 104 of this
chapter, now revokedl, The notations
“{Nonmajor)” and “(Major) have
heen used to indicate those instruec-
tions and accolints from previous sys-
tems and classifications, which by defi-
nition, are not interchangeahle with-
out causing a loss of detail for the
Major (previously Class A and Class B)
or an increase in detafl burden on the
Nonmajor (previpusly Clsss ¢ and
Class D),

C, The class to which any utility or
licensee belongs will originally be de-
termined by its annual megawatt
hours in eachi of the last three congeo.
uflve yesrs, or In the cass of 5 newly
sstavlished entity, the projected dats
shell be the basis, Subsequent changes
In classification shall be made 88 nee-
essary when the megawatt-hours for
each of the three immedlately preced-
ing yvears shall exceed the upper limit,
or be less than the lower limit of the
clasgifieation previously applicable bo
the utiilty,

D, Any utility may, ab its option,
adopt the system of accounts pre-
geribed by the Cowmmission for any
larger class of utilities,

2, Records,

A, Hach utility shall keep its books
of account, and all other books,
records, and memorands which stup-
port the snbries in such books of ae-
count so a8 to be ahle to furnish read-
Hy full information as to any item In.
¢luded in any account. Each entry
shall be supported by such detalled in-
formation ss will permit ready ldenti. .
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fleation, analysis, and verification of
all faots relevant thereto,

B, The books and records referred to
herein include not only accounting
rgcords (n a limited techniesl sense,
but sll other records, such ag minute
books, stock books, reports, corre-
spondence, memoranda, ste., which
may be useful in developing the histo-
ﬁy of or facts regarding any transsce

on.

C. No utility shall destroy any such
books or records unless the destruce
tion thereof is permitted by rules and
regulations of the Commission,

D, In addition to prescribed sac-
counts, clearing sccounts, temporary
or experimental accounts, and suhdivi-
slons of any accounts, may be kept,
provided the Integrity of the pre-
seribed accounts is not impaired,

W, ALl pmounts included In the ac-
counts prescribed hereln for electris
plant and operating expenses shall be
just and ressonable and any payments
or accruals by the utility in excess of
Just and ressonable echarges shall be
Ineluded in sccount 426,86, QOther De.
ductions, :

F. The arrangement or seguence of
the saccounts preséribed herein shall
not be controlling as to the arrange-
ment or sequence in report forms
which may be prescribed by the Com-
mission,

3. Numbering System.

A, The account numbering plan used
herein consists of & system of three-
digit whole numbers as follows:

100-190 Assets and other debits,

200-209 Llabllities and other credits.

300-389 Pinnt socounts,

400-432, 434-436 Incomie accounts,

433, 4304390 Refained earnings atcounts,

440-459 Revenue sccounts,

B00-686 Production, transmoissivn snd dis
bribution expenses,

B00-840 Customer accounts, customer sery
fee and informatlonal, gales, and general
nad administrative expenses,

B, In certaln Insbances, numbers
have been skipped in order to allow
for possible later expansion or to
permit better coordination with the
numbering system for other utility de-
partments.

C. The numbers prefized to scoount
titles are to be considered as parts of
the titles. HEach utility, however, may
adapt for its own purposes a different

Part 101

system of account numbers (see also
general instrugtion 2D) provided that
the numbers hereln prescribed shsall
appear In the descriptive headings of
the ledger accounta and in the various
sources of original entry; however, if a
utility uses a different group of ac-
count numbers and it is not practica-
ble to show the presoribed account
numbers in the varlous sourceg of
original entry, such reference to the
prescribed account numbers may be
omitted from the various sources of
original entry. Mareover, each utility
using different account numbers for
its own purposes shall keep readily
available a list of suoh aocount num.
bers which % uses and a reconciliation
of such account numbers with thse go-
count numbers provided nerein. It is
intended that the utility’'s records
shall be s0 kept as to permit ready
analysis by prescribed accounts (by
direct reference fo sources of original
entry to the extent practicable) and to
nermil preparation of finaneial and
operating astatements direetly from
such records at the end of each ao-
counting perfod according to the pre-
scribed accounts.

4. Accounting Pertad.

Hach utility shall keep its books on a
monthly hasls so that for ennh month
all transactions applicable thereto, as
nearly as may be agcertained, shall be
entered In the books of the utility.
Amounts applivable or assignable to
gpecific utility departments shall be s0
segregated monthly, Each utility shall
cloge lis books at the end of ssch cal-
ennder year unless otherwlse aubthor-
lz6d by the Commission,

B, Submitial of Questions,

To malntain uniformity of account-
Ing, ubflities shall submif questlons of
doubiful interpretation to the Com-
migsion for consideration and decision.

8. ltem Lists. )

Lists of “items' appearing in the
texts of the ncoounts or elsewhere
heteitn are for the purpose of more
clearly indicating the sapplication of
the prescribed accounting. The lats
are Intended to be representative, but
not exhaustive, The appearance of an
item in a list warrants the inclusion of
the ttem in the account mentioned
only when the text of the account slso
indicates inclusion [nasmuch as the
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same ltemn frequently appears in more
than one lst, The proper entry in
each lustance must be determined by
the texts of the accounts,

T, Extroordinary Hems.

It Is the intent that net tncome shall
reflect all ltems of profit and loss
during the period with the exception
of prior perlod adjustments sz de-
seribed In paragraph 7,1 and long-term

debt as described in paragraph 1%

betow, Those items relsted to the ef-
feots of events and transactions which
have occurred during the current
perlod and which are of unusual
nature and infrequent occurrence
shall bhe considered extraordinary
iteéms. Accordingly, they will be events
and transasctions of slgnificant effect
which are abnormal and significantly
Mfferent from the ordinary and typl-
cal activities of the company, and
which would not reasonably be expect-
ed to recur in the forseeable future.
{In determining significance, {tems
should be considered lndividually and
not In the aggregate, However, the ef-
feoty of 4 serles of related transactlions
arlsing from a single specific and {den-
tifiable event or plan of action should
be considered In bhe aggregate. To be
considered as extraordinary under the
ahove pguldelines, an item should ba
more than approxtmately & percent of
fncome, computed hefore extraordi-
nary items. Commission approval must
be obbtaihed to treat an item of less
than b percent, rg extraordinary, (See
nccounts 434 and 438.)

7.1 Prior pariod ilems,

A, Items of proflt and loss related to
the following shall be aceounted for as
prior perlod adjustments and exciuded
from the determination of net tncomae
for the current year:

(1) Currection of an error in the fi-
nancial statements of a prior year,

() Adjustments thatb result from re.
alzation of lncome tax benefits of pre-
acquisition operating loss earryfor.
wards of purchased subsidiaries.

B. All other items of profit and lossg
recognized during the ysar shall be in-
gluded in the determination of net
income for that year,

B, Unhaudited Items (Major ULility),

Whenever & finaneial statement is
reguired by the Comrnisslon, if 1§ is
known that 8 transaction has occurred

18 CFR Ch. | (4-1-88 Edition)

which affects the accounts but the
amount Involved in the transaction
and its effect upon the accounts
oannot be determined with absolute
accuracy, the amount shail be estimat-
ed and such estimated amount inelud.
ed In the proper accounts, The utility
is not required to anticipate minor
ltems which would not appreciably
affect the accounts,

8. Distribulion of Pay and Eztenses
of Employees,

The charges to electric plant, operat-
ing expense snd other accounts for
services and expenses of employees en-
gaged in activities chargeable to vari-
ous accounts, such as construction,
maintenance, and operatlons, shall be
baged upon the actual time sngaged in
the respective classes of work, or in
tage that method is impracticabls,
upon the basls of & study of the time
sctually engaged during a represents-
tive period.

16, Payroll Distribution.

Underlylng accounting data shall be
maintained go thet the distribution of
the cost of labor charged direct to the
various accounts will be readily avail-
able, 8Such underlylng data shall
permit a ressonably accurate distribu-
tion to he made of the cost of labor
charged Initlally to clearing accounts
50 that the total labor cost may be
claggified among construction, cost of
removal, electric operating functions
(steamn generation, nuclear gensration,
hydraulle generation, {ransmission,
distribution, ete,) and nonutility oper-
ationas,

11, Accounling o be on Acerual
Basis, ]

A. The utiiity is required to keep its
accounts on the acorual basis, This re-
guires the inclusion in i3 accounts of
all known transactions of appreciable
amount which affect the accounts. If
bills covering such transactions have
not besen received or rendered, the
amounts shall be estimated and appro-
priste adjustments made when the
bills are recelved,

B, When payments are made in ad-
vance for items such as Insurance,
rents, taxes or Interest the amount ap-
plicable to future perlods shall be
charged to account 165, Prepayments,
and spread over the periods to which
applicable by credits to accouni 168,
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and charges to the accounts appropri.
ate for the expenditure,

12. Records for Each Plant (Major
Uittty

Separate records shall be maintained
by electric plant accounts of the book
cost; of ench plant owned, Including ad-
ditions by the utility to plant leased
from others, and of the cost of operat-
ing and malntaining each pisnt owned
or oparated. The term ''plant” as here
used means each generating station
and esch fransmission line or appro-
priate group of transmission Hnes,

14, Accounting for Other Depart-
ments.

If the utility also operates other util-
lty departments, such as grs, water,
eto, 1t shall keep such accounts for
the other departments as may be pre-
seribed by proper authority ang in the
absence of prescribed accounts, it shall
keep such accounts as are proper or
necessary to reflect the results of op-
ergting each such department. It 1z
not intended- that proprietary and
similar accounts which apply to the
ubllity as a whole shall be departmen-
talized.

14. Transaciions With Associated
Companies {Major VHILLY).

Beoh Ubility shall keep its accounts
and records so as to be able to furnish
acourately and expeditiously state.
ments of all transactions with associat-
ed companies. The statements may be
required to show the general nature of
the transactions, the amounts involved
thereln and the amounts included in
each account prescribed herein with
respect to such transactions. Transae-
tlons with asgoctated companies shall
be recorded In the approprinte no-
counts for transactions of the ssme
nature. Nothing hereln contained,
however, shall be construed s re-
stralning the utility from subdividing
asocounts for the purpose of recording
separately transactions with assooclat-
ad companies,

15, Condingent dssals and Ligbilities
(Major Utility)

Contingent assets represent a possi-
ble sourge of value fo the utility con-
tingent upon the fulfillment of condi-
tlong regarded s uncertain., Contin.
gent Habilitles include items which
may under gertain conditions become
obligations of the utility but which are
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nelther direot nor assumed Habilities
gt the date of the balanps aheet, ‘The
utility shall be prepared ta glve s com-
plete statement of significant contin-
gent assets and labilitles (Inoluding
cumulative dividends on preference
stack) in its annual report and at such
other times as may be requested by
the Commission,

16. Separate Accounts or Records Jor
Each Idcensed Project,

The accounts or records of each -
censee shall be so kept as to show for
each project (Including pumped stor-
age) undet license;

(a) The actusl legitimate original
cost of the project, including the origi-
nal cost (or falr value, as determined
under section 238 of the FPeders! Power
Act) of the ariginal project, the orlgi-
nal cost of additions thereto and bet-
terments thereof and credits for prop-
erty retired from service, as deter-
mined under the Commission’s regiuls-
tions;

(b} The charges for operation and
malntenance of the project property
directly assignable to the project

(¢) The credits and debits to the de-
preciation and amortization accounts,
and the balances In such accounts:

() The credits and debits t0 opersat-
ing revenue, inocome, and retalned
enrnings accounts that can be identi-
fled with and directly sssigned to the
project,

Nore: The purpose of this {instruction s to
insure that accounts or records are current-
ly maintalned by sach leensee from which
reports may be made £0 the Commission for
use in determining the net investment in
sach leensed project. The Instruction
covers unly the deblt snd credit ltems ap-
pearing In the Ueensee's accounts whdch
may be ldantifled with and sssigned directly
to sny loensed projeot, In the determina.
Hon of the nst Investment ss defined [n geg-
tlon 8 of the Pedernl Power Adt, allocations
of items affectlng the net investment may
be required where direct assignment ls not
practicable.

1. Long-Term Debt’ Premium, Dis
count and Expense, and Gain or Loss
on Reacquisition,

A. Premium, discount and ezpense.
A separate premium, discount and ex-
pense account shall be maintained for
each class and series of long-term debt
{Including receivers’ certificates) is-
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sued or assumed by the utility, The
premium will be recorded in account
225, Unamort{zed Premium on Long-
Tertn Debt, the discount will be re-
corded In account 226, Unamortized
Discount on Long-Term Debt—Dehit,
and the expense of issuance shall be
recorded In anccount 181, Unamortized
Debt Bxpense.

The premium, discount and expense
shall he amortlzed over the life of the
respective lssues under a plan which
will distribute the amounts.equitably
over the life of the securities, The am-
ortization shall be on a monthly basis,
and amounts thereof relating to dis-
count and expense shall be charged to
acoount 428, Amortization of Debt Dis-
count and Expense. The amounts re-
lating to premium shall be credited to
account 429, Amortization of Premium
on Debt—Credit,

B. Reacquistiion, without refunding,
When long-term debt is reacquired or
redeemed without being converted
into another form of long-term debt
and when the transaction s not in
connection with a refunding operation
(primarily redemptions for sinking
fund purposes), the difference be-
tween the amount paid upon reacquisi-
tlon end the face value, plus any un-
araortized premium less any related
unsmortized debf expense and reasc-
quisition costs: or less any unamor-
tlzed digoount, related debt expense
and rescquisibion costs applicable to
the debt redeemed, retired and can-
celed, shall he included in account 189,
Unamortized Loss on  Rescquired
Debt, or account 2587, Unamortized
Galn on Reacquired Debd, as appropri-
ate. The utllity shall amortize the re-
corded amounts equally on a monthly
basis over the remaining life of the re-
gpective securily issues (old original
debt). The emounts so amortized shall
be charged to account 428.1, Amortiza-
tion of Loss on Reacguired Debt, or
credited to account 4461, Amortiza-
tion of (Galn on Rescquired Debht—
Credit, a8 appropriate. ,

C. Reacguisition, with refunding
When the redemption of one issue or
saries of bonds or other long-term obll-
gatlons s financed by another issue or
series before the maturity date of the
first issue, the difference between the
amount pald dpon refunding and the

18 CFR Ch. | (4-1-88 Editian)

face value; plus any unamortized pre-
mium less related debt expense or less .
any unamortized discount and related
debt expense, applicable to the debi
refunded, shall be inecluded in account
188, Unamortized Loss on Rescquired
Debt, or account 257, Unamortized
Gain on Reacguired Debt, as appropri-
ate. The utlity may elect to account
for such amounts as follows:

(1) Write them off Immedlately
when the amounts are insignificant,

(2) Amortize them by equal monthly
amounts over the remainder of the
original 1ife of the issue retired, or

(3) Amortize them by equal monthly
amounts over the life of the new issue,

Onee an election is mads, it shall he
applied on a consistent besls. The
amounts n {1} (2) or (3) sbove ghall
be charged to account 428.1, Amortiza-
tion of Loss on Resoguired Debt, or
eredited fo account 429.1, Amortiza-
tion of Gain on Reacquired Debt—
Credit, a3 appropriate,

D, Under methods (2) and (3) above,
the [ncrease or reduction in current
[ncome taxes resulting from the resc-
quisition should be spportioned over
the remainder of the original life of
the issue refired or over the life of the
new lssue, as appropriate, as directed
more specifically In paragraphs ¥ and
F below,

E, When the ulillty recognizes the
loss in the year of reacquisition as a
tax deduction, account 410.1, Provislon
for Deferred Income Taxes, Ubility
Operating Income, shall be debited
and account 288, Accuraulated De-
ferred Income Taxes—Other, shall be
cradited with the amount of the reist.
ad tax effect, such amount {o he allo-
cated to the periods affected in ascord-
ance with the provisions of account
283.

B, When the utility chooses to recog-
nize the galn in the year of rescquisi-
tion a8 & taxable galn, sccount 411.1,
Provigion for Deferred Income Taxeg—
Cred{t, Utiiity Operating Income, shall
be oredited and scoount 180, Accumu-
lated Deferred Income Taxes, shall be
debited with the amount of the relat-
ed tax effeot, such amount o be allo-
oated to the periods affected in accord-
ance with the provisions of account
150,
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G. When the utility chooses to use
the optional privilege of deferring the
tex on the gain attributable to the re-
acquisition of debt by reducing the de.
preciable basls of utility property for
tax purposes, pursuant to section 108
of the Internal Revenue Code, the re-
lated tax effecty shall be defsrred as
the income s recognized for account-
ing purposes, and the deferred
amounts shall be amortized over the
life of the assoclated property on a
vintage year basls, Account 416,1, Pro-
vision for Deferred Income Taxes,
Uttty Operating Income, shall he
dehited, and asccount, 282, Accumnlated
Deferred Incoine Taxes—Qther Prop-
erty ghall be credited with an amount
asgual to the estimated Ilncome fax
effect appieable to the portion of the
income, attributable to reacquired
debt, recognized for accounting pur-
poses durinig the period. Account 282
shall be debited and scecount 411.1,
Provisfon for Deferred Inocoms Taxes—
Credit, Utility Operating Income, ghall
be credited with an amount equal to
the eastimated Income tax effects,
during the life of the property, atbrib-
utabie to the reduction In the depre-
alahle basis for tax purposes.

H. The tax effects relating to galn or
lossg ghall be allocated as above to utili-
ty operations except in cases where a
portion of the debf rescquired is di-
rectly applicable to nonutility oper-
abflond. Int that event, ths related por-
tion of the tax effocts ghall be allooat-
ed to nonutility operations, Where It
can be established that reacgquired
deit 1s generslly applicable to both
utility and nonutility operations, the
tax effects shall be allocated hetween
utility and nonusitity operations based
on the rablio of net investment o ubil-
ty plant to net investment In nonuti-
Hty plant,

I, Premium, discount, or expense on
debt shall not be included as an ele-
ment in the cost of construction or ac-
quisitlon of property (tangible or in-
tangible), except under the provisiens
of account 432, Allowance for Bor-
rowed Funds TUsed During Construc-
tion-—Credit.

J. Alternate method. Whetse a regila-

tory authority or a group of reguls-

tary authoritles having prime rate ju-
risdiction over the utility specifically
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disallows the rate principle of amortis-
ing galns or losses on reacquisition of
long-term debt without refunding, and
does not apply the galn or loss to
reduce interest charges in computing
the allowed rate of return for rate pur-
poses, then the following alternate
method may be used to account for
gains or losses relating to rescquisition
of long-term debt, with or without re-
funding,

(1} 'The difference hetween the
amount paid upon reacquisition of any
long-term debt and the face value, ad.
Justed for unamortized discount, ex-
penses or premium, as the case may
he, applicable to the debt redesmed
shall he recogmlzed currently n
income and recorded in account 421,
Miscellaneous Nonoperating Incoms,
or account 428.5, Other Daduetions.

(2) When this alternate method of
sccounting 1s used, the utility shall in.
clude a footnote tc each financial
statement, prepared for public use, ex-
plaining why this methed s being
used along with the freatment glven
for ratemaking purposes, s

18, Camprehensgive Intgrperiod In-
come Tar Alleouation.

A, Where there are timing differ-
ences hetween the periods In which
transactions affect taxable Income and
the periods In which they enter Into
the determination of pretax nccount.-
inng inoome; the income tax effects of
such transactions are to be recognized
in the periods in which the differences
between book accounting income and
taxable income arlse and in the peri-
ods in which the differences reverse
using the deferred tax method, In gen.
eral, comprehensive interperiod tax al-
looation should be followed whenever
transactions enter into the determina-
tion of pretax aceounting income for
the period even though some transac.
tions may affect the determinstion of
taxes payable {h a different period, as
further qualified below.

B. Ttilities are not required to utilize
comprehensive interperiod income tax
allocatlon until the deferred income
taxes are Induded as an expense in
the rate level by the regulatory au-
thority having rate jurigdietion over
the atillty, Where comprehensive in-
terperiod tax alloceation accounting is
not practiced the utility shall include
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8s & note to each financial statement,
prepared for publie use, 4 footnote ex-
planation setting forth the utility’s ac-
ocounting policles with respect to inter-
period tax allocation and describlng
the treatment for ratemaking pur-
poses of the tax timing differences by
regulatory authorities having rate ju-
risdiction,

C. Should the utillty be subiect to
more than cne agency having rate ju-
risdietion, 1ts accounts shall appropri-
ately reflact the ratemsaking treatment
(deferral or flow through) of each ju-
risdicetion,

D, Onees comprehensive interperiod
tax allccation has been initiated either
in whole or in part It shall be practiced
on a consistent basis and shall not be
changed or discontinued without prior
Commission spproval,

., Tax effects deferrad. currently
will be recorded as deferred debits or
deferred credits in accounts 180, Acou-
mulated Deferred Income ‘Paxes, 281,
Accumulated Deferred Income 'Tax-
pi—Aceelersted Amortization Proper.
ty, 282, Acoumulnted Deferred Income
Taxes—Other Property, and 283, Accu-
mulated Deferred Income Taxes—
CGther, ss appropriste, The resulting
amounts recorded in these accounts
ghall he digposed of as preseribed in
this system of accounts or as other.
wise authorized by the Commission,

18, Criterta for classifying leases,

A, If at its incepticn s lease meels
one or more of the followilng criterla,
the lease shall be classified as a capital
lease. Otherwise, ib shall be classifled
a3 an operpting leasge,

{1} The leade transfers ownership of
the property Yo the lessee by the end
of the lease term

(3 The lease containg & bargain pur-
chase option, :

{%) The lease term i8 equal to 75 per-
vent or more of the estimated econom-
ic life of the leased property, However,
i1 the beginning of the leass term falls
within the last 25 percent of the total
estimated economic lfe of the leased
property, lneluding earlier years of
use, this eriterion shall not he used for
purposes of classifying the lease.

{4) The present value at the begin-
ning of the lease term of the minimum
lease payments, excluding that portlon
of the payments representing exsouto-

18 CFR Ch. | (4-1-88 Edition)

ry codts such ad Insurance, mainte-
nance, and taxes to he pald By the
lessor, including any profit thereon,
equals or exceeds 80 percent of the
excess of the fair value of the leased
property to the lessor at the inception
of the lease over any related invest
ment tax credit retalned by the lessor
and expecied to be realized by the
lessor, However, if the beginning of
the lease term f{slls within the last 95
percent of the total estimated econom-
le life of the leased property, including
earlier years of use, this criterion shali
not be used for purposes of classifying
the lease. The lessee utility shall com-
pute the present value of the mini-
mum lease payments using {ts incre.
mental borrowing rate, unless (A) it is
practicable for the utility to learn the
impliclt, rate computed by the lessor,
and (B) the {mpliclt rate computed by
the lessor is less than the lessee’s in-
cremental borrowing rate. If both of
those conditions are met, the lessee
shall use the impilicit rate.

B, If at any time the lessee and
lessor agree {o chisnge the provisions
of the lease, other than by renewing
the lease or extending its term, in a
manner that would have resulted in &
different classification of the lease
under the criteria in paragraph 4 hsad
the changed terms been In sffect &t
the inception of the lease, the revised
agresment shall be consldered as n
new agreement over its term, and the
criterla, in paragraph A shall be ap-
piled for puwrposes of classifying the
new lease. Likewise, any actlon that
extends the lease bheyond the expira-
tion of the existing leage term, such ag
the exercise of & lease renewal option
other than those already included In
the lease term, shall be considered as 4
new agreement and shall be classified
according to the ahove provisions,
Changes in estimates (for sxample,
changes in estimates of the economice
life or of the residual value of the
leased property) or changes in circum-
stances (for example, default by the
legsee) shall not give rise to a new clas-
siffcation of & lesse for accounting
puUrposes,

20, Agcounting for leases.

A, All leases ghall be olassified as
alther capital or operating leages, The
accounting for capitalized leases is ef-
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feotive January 1, 1984, except for the
retroactive classification of certaln
leases which, In saccordance with
FASB No. 71, will not be required to
be capitalized until after a three year
bransltion period, ¥or the purpose of
reporting to the FERC, the transition
period shall be deemed to end Decem-
her 31, 19886,

B, The utility shall record a capital
lesse as an asseb in sccount 101.1,
Property under Capital ILeases, Ac-
count 120.6, Nuclepr Fuel under Cap-
ital Lenses, or acoount 121, Nonutility
Property, as appropriate, and an ohli-
gation In account 227, Obleations
under Capltal Leases—Nonourrent, or
sccount 243, Ohligations under Capital
Leases--Current, at an amount egual
to the present value at the beginning
of the lease term of minimum lease
payments during the leage term, ex-
cluding that portlon of the payments
representing executory costs such as
Insurance, maintenance, and taxes to
be pald by the lessor, together with
any profit thereon. However, if the
amount so determined exceeds the faly
vaiue of the leased property ab the in-
ceptlon of the lense, the amount re-
corded as the asset and obligation
shall be the falr value,

C. Renisl payments on all leases
shall be charged to rent expense, fusl
sy pense, construction work  in
progress, or other appropriaste ac-
counts as they becoms payable,

D, PFor & capital lease, for each
perlod durlng the lease term, the
amounts recorded for the assef and
obligatlon shall be reduced by an
amount equal to the portion of each
lease payment thet would have been
allocated to the reduction of the obli.
gation, If the payment had been treat-
ed a5 & payment on an ingtallment ob-
ligation (Hab{lity) and allocated be-
{ween interest expense and a redue-
tion of the obligation s0 a3 to produce
# constant periodic rate of interest on
the remaining balance.

Elactric Plant instructions

1. Classification of electric plané af
effective date of system of accounts
{Major uitlities),

A. The electric piant accounts pro-
vided herein are the same as those
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contained in the prior system of ae.
counts except for inclusion of accounts
for nuclear production plant and some
changes in classification in the general
equipment acoounts, Except for these
changes, the balsnces in the various
plant accounts, as determined under
the prlor system of accounts, should
be carrled forward, Any remaining bal-
ance of piant which has not yet been
classified, pursuant to the require-
ments of the prior system, shali be
classified in apcordance with the fol-
lowling Instructions,

B. The cost to the utility of its un-
classified plant shall be ascertained by
analysls of the utility’s records. Ad.
justments shall not be made to record
in utllity plant acoounts amounts pre.
viously charged to operating expensas
or to income deductions in accordanse
with the uniform system of aceounts
in effect at the tlrne or in sceordance
with the discretion of management asg
gxercised under a uniform systemn of
gceounts, or under ascounting prac-
ticas previously followed,

C. The detalled electric plant ac.
counts (301 to 309, lnolusive) shall be
stated on the hasls of cost o the utlll-
ty of plant constructed by 1§ and the
original cost, estimated If not known,
of plant acquired as an operating unlt
or system, The difference between the
criginal cost, as ahave, and the cosb to
the ubllity of electric plant after giving
effect to any aocumulated provision
for depreciation or amortization shall
e recorded In account 114, Hlectric
Plant Acquisition Adjustments. The
original cost of electric plsnt shall be
determined by snalysis of the utility's
recards or thoss of the predecessor or
vendor comparnies with respect to alec.
tric plant previously secguired as oper-
ating unlts or systems and the differ-
ence between the original cost g0 de-
termined, less acoumulated provisions
for depreciation and amortization and
the cost to the utility with necessary
adjustments for retirements from the
date of acqulisition, shall be entered In
account 114, Electric Plant Acquisition
Adfustments. Any difference between
the cost of elsctric plant and itg book
eost, . when not properly includible i
other accounts, shall be recorded in
sccount 118, Other Hleotric Plant Ad-
Justments, )
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D, Plant asquired by lease which
qualifies as capital lease property
under General Instruction 18. Oriterig
Sfor Classifying Leases, shall be record-
ed In Account 101.1, Property under
Capltal Leases, or Account 120.8, Nu-
clear Fuel under Capital Leases, as ap-
propriate,

2. Electric Plant To Be Recorded al
Clost.,

A/ All smounts Included in the ac-
counts for electric plant nequired as an
operating umlt or system, except as
otherwise provided in the texts of the
Intangible plant accounts, shall be
stated at the cost lncurred by the
person who flrst devoted the property
to ubility service. Al other elsctric
plant shall be included in the accounts
at the cost Incurred by the utitity,
except for property sequired by lease
which qualifies as capital lease proper-
ty under General Instruction 19, Orife.
ria for Classifying Leases, and is re.
corded In Account 1011, Property
under Capital Lesses, or Acocount
1208, Nuclesr Fuel under Capital
Lensed, Where the ferm "cost’” is used
in the detalled plant accounts, It shall
have the meaning stated in this para-
BTaph.

B, When the consideration given for
property is other than cash, the value
of such consideration shall be deter.
mined on a cash basis (see, however,
definition 8), In the entry recording
guch transitfon, the actual conslder.
ation shall be described with sufficient
particularity to identify it. The utility
shall be prepared to furnish the Com-
mission the particulars of its determi-
nation of the cash value of the consld-
eration {f other than cagh,

C. When property {8 purchased
under a plan involving deferred pay-
ments, no charge shall he made to the
electric plant accounts for interest, in-
surange, or other expenditures cocs-
sloned solely by such form of pay-
ment,

12, The electric plant accounts shall
not include the cost or other value of
electric plant contributed to the com-
pany. Contributions in the form of
money or its equivalent toward the
construction of electric plant shall be
eredited to accounts charged with the
cost of such construction. Plant con-
structed from contributions of cash or

18 CFR Ch. | (4-1-88 Edition)

its equivalent shall be shown ac a ro-
duction to pgross plant oonstructed
when assembling cost data in work
orders for posting to plant ledgers of
accounts, The accumulated gross costs
of plant accumulated in the work
order ghall be recorded ss a debit in
the plant ledger of accounts along
with the related amount of eontribu.
tlons concurrently be recorded as g
credis,

3. Components of construction cost,

A, For Major utilitles, the cost of
tonstruction properly includible in the
glectric plant accounts ghall include,
where applicable, the direct and over-
gead oost as lsted ang defined hersun.

ar

(1)  “Contract work” Inclides
arnounts paid for work performed
under gontract by other companies,
firmas, or individuals, costy incildent to
the award of such contracts, and the
inspection of such work.

(2} "Labor” inciudes the pay and ex-
penses of employees of the utility en-
gaged on construction work, and relnt-
ed workmen’s compensation insurance,
payroll taxes and similar items of ex-
pense. It does not include the pay and
sxpenses of employees which are dis
tributed to construction through clear-
ing accounts nor the pay and expenses
fncluded in other {tems hereunder,

(3) “Materinls and supplies” includes
the purchase price at the point of free
dellvery plus customs duties, exocise
taxes, the cost of inspection, loading
and fransportation, the related stores
expenses, and the cost of fabricated
materials from the ubility’s shop, In
determining the cost of materials and
supplies used for construction, proper
allowance shall be made for unused
materiels and supplies, for materials
recovered from temporary structures
uged In performing the work mvolved,
and for discounts allowed and realized
in the purchase of materials and sup-
plies.

Nore! The cost of individual items of
equlpment of small valie (for example, $500
or less) or of short, life, including smell port.
able fools and implsments, shall not be
charged to utiley plant accounts unless the
correctness of the accounting therefor s
verifled by current inventorles, The cost
shall be charged to the appropriate operat
ing expénse or ciearing stcounts, accoerding
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to the use of such ltems, or, If such itams
are congumed directly In construetion worl,
the conb ghall be Ineluded as part of the cost
of the tonstruction

(4) “Transportation” Includes the
cost of transporting employees, mate.
rials and supples, tools, purchased
equipment, and other work equipment
(when not under own power) to and
from points of construction. It in.
cludes amounts pald to others as well
as the cost of operating the utility's
own  transportation squipment, (See
item 5 following.)

{8) "“Special machine servies” in-
cludes the cost of labor (optional), ma-
terialy and supplies, depreciation, and
other expenses incurred in the mainte
nanoce, operation and use of special
machines, sueh as stearmn shovels, plle
drivers, derricks, ditchers, scrapers,
material unioaders, and other labor
saving maehines) also expenditures for
rental, maintenance and operstion of
machines of others. It does not includs
the oost of small tools and ether indi-
vidual {tems of small value or short
life which are inocluded in the cost of
materials and supplies. (See item 3,
above,) When a particular construc-
tion job requires the use for an ex-
tended period of time of speclal ma-
chines, transportation or other equip-
ment, the net book cost thereof, less
the appraised or salvage value at time
of relesse from the job, shall be In-
ciuded In the oost of construction,

(8) “Shop serviecs” includes the pro-
portlon of the expense of the utility's
snop department assignable to con-
struction work except that the cost af
fabricated materials from the uiilisy's
shop shall be Included in "materials
and suppiies.”

{7y “Protection” Includes the cogt of
protecting the uthity's property from
fire or other castalties and the cost of
preventing damages to others, or to
the property of others, incliding pay-
ments for discovery or extinguishment
of fires, cost of apprehending and
prossouting incendiarles, witness fees
in relation thereto, amounts pald to
municipalities and others for fire pro-
tection, and other analogous [tems of
expendifures in connection with con.
struction work.

(8) "Injuries and damages’ Includes
expenditures or losses in conneotion
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with construction work on account of
injuries to persons and damages to the
property of others; also the cost of In-
vestigation of and defense against ac-
btons for such injuries and damages.
Insurance recovered or recoverable oh
account of compensation pald for inju-
rles to persons incident to canstruction
shall be credited to the account or ac-
counts o which such compensation is
charged Insurance recovered or recoy-
erable on account of property damages
Ineident to construction shsll be cred-
ited to the account or accounts
charged with the cost of the damages.

(9) "Privileges and permits” includes
payments for and expenses incurred in
securing temporary privileges, permits
or rights in connection with construa-
tlons work, such ss for the uss of pri-
vate or public property, streets, or
highways, but it does not include
rents, or amounts chargeable as fran-
¢hises and consents for which see ae-
eount 303, Pranchises and Consents,

(10} "Rents” includes amounts pald
for the use of construction guarters
and office space vecupled by construs-
tion foroes and amounts properly in-
cludible in construction costs for suc
facilities jointly used, :

(11) "Bngineering and supervision”
includes the portion of the pay and ax-
penses of engineers, sutveyors, drafts-
men, inspectors, superintendents and
thelr assistants applicable to consiruc-
tion work.

(12) “General adininistration capital-
Ized" includes the portion of the pay
and expenses of the general offlcers
and administrative and general ex-
penses applleable to  construstion .
waork,

(13) "Engineering services" includes
amounts paid to other companijes,
firms, or individuals engaped by the
utility to plan, deslgn, prepare estl-
mates, supervige, inspect, or give gen-
eral advice and assistance in connec-
tion with construction work.

{14) '"Insurance” includes premlums
pald or amounts provided or reserved
as self-insurance for the protection
agalnst loss and damages in connec-
tion with construetion, by fire or other
casunlty injurles to or death of per-
sons other than employees, damages
to property of others, defsleation of
empioyees and agents, and the nonper-
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formance of contractual oblgations of

others. It does no! inciude workmen's

compensation or similar insurance on
emaployees Included as “isbor” in {tem

2, shove,

(18) "Law expenditures” includes
the general law expenditures {ncurred
in connection with constructlon and
the court and legal costs directly relat-
ed thereto, other than law expenses
included in protection, item 7, and in
Injuries and dameages, item 8,

(18) "Taxes” includes taxes on phys-
ieal property {including land) during
the perfod of construction and other
taxes properiy imcludible In construc-
tlon costs hefore the facilities hecome
available for sarvice,

(17) "Allewance for funds used
during construction” (Major and Non-
major Utilities) includes the net cost
for the period of construction of bor-
rowed funds used for construction pur-
poses and a reasonable rate on obher
funds when so used, not to exceed,
without prior approval of the Commis-
sion, allowances computed in aceord-
anee with the formuls preseribed in
paragraph (a) of this subparsgraph.
No allowance for funds used during
construotion charges shall be included
[n these accounts upon expenditures
for construction projects which have
been abandoned.

¢a) The formuls and elements for
the computation of the allowance for
funds used during construction ghall
be;

A=/ W) d(D/D+ P4+ 18/

Ae= {1 S/ WHp(B/D A4 P4 Cr - C/D - P4 O]

Ar=Cross allowance for Yorrowed funds
used during constructlon rate,

Ae=Allowanecs for other funds used durlng
construction rate,

== Average short-term debt,

s=Hhort-term deht interest rate,

D=limg-term debt,

de=Yong-term debt Intereat rate,

- P=Preferred ghock,

p=Preferred stock cogt rate,

C=Common equily,

¢=Commoyn equity cost rate.

W=Average balanos in construction work in
progress plus nuclear fuel In process of
refinement, conversion, enrfohment and
fabricalion.

(b) The rates shsll he determined
snnually: The balances for long-term
debt, preferred stock and common
equity shail be the actual book bal-

18 CFR Ch, | (4-1-88 Edition)

ances s of the end of the prior year.
The cost rates for long-term debt and
preferred stock shall be the weighted
aversge cost determined in  the
manner indicated In §35.13 of the
Commission's Regulations Under the
Federal Power Act. The nost rate for
common equity shall be the rate
granted vommon squity In the last
rate proceeding before the ratemaking
body having primary rate Jjurisdic.
tiong. If such cost rate is not avallable,
the average rate actually earned
during the preceding three yoars shall
he used. The short-term debt balances
and related cost and the average bal-
ance for construction werk in progress
plus nuclear fuel in process of refine.
ment, conversion, enrichment, and
fabrication shall be estimated for Hhe
current year with appropriate adjust-
nﬁnts a8 actual data becomes avail-
ahle,

Nore: When & part only of & plant or
project s placed in operation or is complet-
od and ready for .serviee but the construc-
tion work as 8 whols is incomplete, that
part of the cost of the property plared in
operatlon or ready for service, shall be
trested as “Blectric Plant in Servies” and al-
lowanee for funds used during construction
thereon as a charge to construction shall
canse, Aliowance for funds used dnring oon-
gtruction on that part of bthe cost of the
piant which ls Incomplete may be continued
as 8 charge to construction untit such time
as 1t I8 placed in operation or Is ready for
servics, except ag Umlited In {tem 17, above.

(18) “Harnings and expenses during
construetion.” The earnings and ex-
penses during construction shall con-
stititte a component of construction
costs,

(a) The earnings shall include reve-
nues received or earned for power pro-
duced by generating plants during the
construction period and sold or used
by bthe ubility, Where such power is
sold to an Independent purchaser
hefore intermingling with power gen-
arated by other plants, the credit shall
conglst of the selling price of the
energy, Wilere the power generated by
a plant under construction is dellvered
to the utility’s electric system for dis-
tribution and sale, or is delivered to an
assoclated company, or iz delivered to
and used by the utility for purposes
other than distribition and sale (for
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manufscturing. or Industrlal use, for
example), the credit shali be the falr
value of the energy so delivered, The
revenues shall slso inciude rentals for
lands, bulldings ete., and miscellane-
ous receipts not properly includible in
other accounts, :

(b) The expenses shall consist of the
cost of operating the power plant, and
other costa Inoldent to the production
and dellvery of the power for which
construction s credited. under para-
graph (a), above, including the cost of
repairs snd other sxpenses of operat-
Ing and malntaining lands, bulldings,
and other property, and other miscel-
laneous and like expenses not properly
includible in oiher accounts.

(18) “Tralning costs” (Major and .

Nonmajor Utiitles), When 1t I8 neces-
sary -that employees be tralned to op-
erate or maintain plant facllities that
are belne constructed and such facili-
tles are not conventlonal in nature, or
are new to the company’s operabions,
these costs may be capitalized s a
componant of oonstruction cost. Once
plant lg placed in sarviee, the capitall-
zation of {ralning costy shall cease and
subsequent trafning costs shall be ex-
pensed. (See Operailng Expense In-
struation 4.)

{20) “Studiss” includes the coats of
studies such &8s nuclear operational,
safety, or selsmlic studies or environ.
mental studies mandated by regula-
tory bodies relative to plant under
sonstruetion. Studies relative to faciil-
tles in service shall be charged to ace
count 183, Preliminary Survey and In-
vestigation Charges,

B. For Nonmajor ubllities, the cost of
constructlon of property chargenbls to
the electric plant accounts shall in-
olude, where appilecable, the cost of
labor; materinls and supplles; trans-
portation; work done by others for the
utility: mjurles and damages incurred
in construction work; privileges and
permits; speoial machine service; al-
lowance for funds used during con-
gtruction, not to exceed without prior
approval of the Commission, amounts
rompubed in accordance with the for-
mula prescribed in paragraph {(a) of
paragraph (17) of this Instruction;
tralning costs; and such portion of
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taxes, and other analogous items g
may be properly includable In con-
structlon costs. (See Operating BEx.
pense Instruction 4.) The rates mnd
balances of short and long-term debt, .
preferred stock, common equlty and
construction work In progress shall be
determined es prescribed in paragraph
i}:) of paragraph {i7) of this Instruc-
on,

4, Overhead Consiruction Costs,

A, All overhead construction costs,
stich as engineering, supervision, gen-
ersl office salaries and expenses, con-
struction engineering and supervision
by cthers than the accounting utility, |
law expenses, Insurance, injurles and
damages, relief and pensions, taxes
and Interest, shall be charged to par-
tleular jobs or units on the basis of the
amounts of sugh ovarheads reascnably
applicable thereto, to the end that
each job or unit shall bear its equita-
ble proportion of such costs and that
the enfire cost of the unit, both direct
and overhead, shall be deducted from
the plant accounts at the time the
property is retired.

B, Asg far asg practicable, the determi-
nation of pay roli charges includible in
congtruction gverhesads shall be based
on time card distributions thereof.
Where this procedure 8 impractical,
special studies shall be made periad]-
cally of the time of supervisory em-
ployess devobed to construction activi-
ties to the end that only such over.
bead costs as have a definite relation
to conabtruction shall be capitalized.
The addition to direct construction
costs of arbitrary percentages or
amounts to cover assumed overhead
costs s not permifted.

C. For Malor utilities, the records
supporting the entries for overhead
construetion costs shall be so kept as
to show the total amount of each over-
hend for each year, the nature and
amount of each overhead expenditure
charged to each oonstructlon work
order and to each electric plant ac-
eount, and the bases of distribution of
such costs,

B, Eleciric Plant Purchased or Sold,

A, When electric plant constitubing
an operating wunlt or system is sac-
guired hy purchase, merger, consolda-

general engineering, adrnoinistrative tion, lguldation, ar opherwise, after
saluries and expenses, insurance, the effective date of this system of ac-
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counts, the costs of acquisition, Includ-
Ing expenses ineldental thereto prop-
erly Inecludivle in electric plant, shall
be charged to aoccount 102, Electric
Plant Purchased or Sold.

B. The accounting for the acquisi-
tlon shall then be completed ay fol-
lows:

(1) The original cost of plant, esti-
mabed I not known, shall be eredited
to account 102, Electric Plant Pur-
chased or Sold, and concurrently
charged to the appropriate electric
plant in service accounts and %o ac-
count 104, Hlectric Plant Lessed to
Others, account 106, Hlectric Plant
Held for Fubure Use, and account 107,
Construction Work in Progress—Tleg.
trie, as appropriate,

(2} The depreciation and amortiza-
tion’ applicable to the original cost of
the properties purchased shall be
charged to rocount 109, Electric Plant
Purchesed or Sold, and concurrently
credited to the appropriate ascoount
for scoumulabted provision for depre-
clation or amortization.

(3} The cost to the utility of any
property Includible In account 121,
Nonutility Property, shall be trans-
ferred thersto. :

(4) The amount remalning in ac-
count 102, Eleetrle Plant Purchased or
Sold, shell then be closed o account
114, Electric Plant Acquisition Adjust-
ments,

C. If property acquired {n the pur-
chase of an operating unit or system is
tn suoh physical condition when ac-
quired that It is necessary substantial-
1y to rehabilitate [t in order to bring
the property up to the standards of
the utility, the cost of sush work,
except replucerments, shall be scoount-
ad for as g part of the purchase price
of the property.

. When any property aocgquired as
an operating unit or sgystem includes
duplicate or other plant which will be
retired by the accounting utility in the
recaonstruction of the acqulred proper-
ty or its consolidation with previously
owned property, the proposed ag-
oounting for such property shall he
presented to the Commission.

H, In connectlon with the acquisition
of eleciric plant constituting an opet-
afing unit or system, the utility shail
- procure, if  possible, all existing

18 CFR Ch. | (4-?-88 Edition)

records relating to the property ac-
qulred, or certified coples thereof, and
shall preserve such records In con-
formilty with regulations or practices
governing the preservation of records
of its own sonstruction,

F. When electric piant constituting
an operating unit or system is asold,
conveyed, or transferred to another by

. sale, merger, consolidation, ar other-

wise, the book cost of the property
gold or transferred to another shall be
credited to the appropriate utility
plant accounts, including amounts cap-
riéd in account 114, Mlestric Plant Ac.
quisition Adiustments, The amounts
{estimated 1f not known) carried with
respect therete in the accounts for me-
cumulsted provision for depreclation
snd amortlzation and in account 283,
Customer Advances for Construction,
shall be echarged to such accounts and
contra entries made to account 109,
Electriec Plant Purchased or Sold,
Unless otherwise ordered by the Com.
mission, the difference, if any, be-
tween (1) the net smount of debitg
and credits and (2) the consideration
received for the property (less commis-
slons and other expenses of making
the sale) shall be inoluded {n account
421.1. Gain on Disposition of Property,
or account 421.2, Loss on Disposition
of Praperty, (Bee acoount 102, Tlectric
Plant Purchased or Sold.)

NoTa! In cases where existing utilities
merge or consolidnte beoause of finanoeisl or
operating reasons or statutory requiirements
rather than as & means of transferring title
of purchased properties to & new owner, the
aocounts of the constituent ubilities, with
the approval of the Commission, may be
sombined, In the event original cost has not
been determined, the resulting utility shall
?rocfgd to determine such cost as outlined
18Teln.

8. Ezpenditures on Leased Property,

A. The cost of substantial Initial im-
provements (ncluding repairs, rear-
rangements, additions, and hetter.
ments} made in the course of prepar-
ing for utility service property leased
for a period of more than one year,
and the cost of subsequent substantial
additions, repiacements, or bhetter
ments to such property, shall he
charged to the electric plant. account
appropriate for the class of property
lensed, If the service life of the im-
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provements is terminable by usotion of
tire lease, the cost, less net salvage, of
the improvements shall be spread over
the life of the [ease by tharges to ac-
count 404, Amortization of Limited-
Term Electric Plant. However, if the
service life Is not terminated by actlon
of the lease but by depreciation
proper, the cost of the improvements,
less net salynge, shall be accounted for
83 depreclable plant, The provisions of
this paragraph are appilcable to prop-
erty leased under elther capital leases
or operating leages,

B, If improvements made to proper-
ty leased for a period of more than
ome year are of relatively minor cost,
or if the lease Is for a perlod of not
more than one year, the cost of the
improvements shall be chiarged to the
account in which theé rent {s Included,
elther directly or by amortization
thereof, :

7. Land and Land Rights,

A, The accounts for land and land
rights shall include the cost of iand
owned In fee by the ubtility and rights.
Interests, and privileges held by the
utillty In land owned by others, such
a8 lesseholds, esdements, water ang
water power rights, dlverslon rights,
submaersion rights, rights-of-way, and
other lke interests in land. Do not in-
clude in the accounts for land and
land rights and rights-of-way costs in-
gurred in connection with first clear-
ing and grading of land and rights-of-
way and the dmmage costs assoclated
with bhe tonstruction and installation
of plant, Such costs shall be included
inn the "appropriate plant accounts di-
rectly benafited,

B, Where spsecial assessments for
publis lmprovements provide for de.
ferred payments, the full amount of
the assessments shall be charged to
the appropriste lnnd account and the
unpald balance shall be carried in an
appropriate liabliity account. Interest
on Unpatd balances shall be charged fo
the appropriste intersst asccount. If
any part of the cost of public improve-
ments s included in the general tax
levy, the amount thereof shall he
charged to the appropriste tax ao-
eount,

C. The net profit from the sale of
timber, cord wood, sand, gravel, other
resources or other property acqulred
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with the rights-of-way or other lands
shall be credited to the appropriate
plant account to which related, Where
land is held for a considerable perlod
of time and timber and cother natural
resQurces on the land at the time of
purchage increases in value, the net
profit (after glving effect to the cost of
the natural resources) from the sales
of timber or ite products or other nat-
ural resources shall be oredited to the
appropriate utility operating income
aceount when such land has been re-
corded in account 105, Hlectric Plant
Held for Puture Use or classified as
plant in service, otherwise to account
421,  Miscelluneous Nonoperating
Income.

D, Beparate entries shall be made
for the acquisition, transfer, or retire-
ment of each parcel of land, and esch
land right (except rights of way for
distribution lines), or water right,
having a life of more than one year. A
record sheall be maintained showing
the nature of ownership, full legal de-
scription; area, map reference, purpose
for which used, city, county, and tax
dlsérict on which situated, from whom
purchased or to whom sold, payment
given or recelved, other costs, contract
date and number, date of recording of
deed, and hook and page of record., En-
tries ftransferring or retiring land or
land rights shall refer to the original
entry recording its acquisition.

. Any difference between the
amount recelved from the sale of land
or land rights, less agents’ commis-
slonsg and other costs incldent to the
sale, and the hook cost of sueh land or
rights, shall be included in account
411.6, Gains from Disposition of Tili-
ty Plent, ar 411.7, Losses from Disposi-
tion of Utility Plent when such prop-
erty has heen recorded in account 108,
Hlectric Plant Held for Puture Use,
ptherwise to account 4211, Galn on
Disposition of Property or 421.3, Loss |
on Dispositlon of Property, as appro-
priate, unless a reserve therefor has
been authorized and provided: Appro-
priate adjustments of the accounts
shall be made with respect {¢ any
structures or improvements located on
land sold, ’

P, The cost of bulldings and other
improvements (other than puhlic im-
provements) shall not he included in
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the land accounts, If at the thme of ae-
quigition of an interest in land such in-
terest extends to bulldlngs or other
Improvements (other than public im-
provements) which are then devoted
to utllity operations, the land and im.
provements shall be separately ap-
praised and the cost allocated to land
and hulldings or Improvements on the
beals of the appraisals. If the imprave-
ments are removed or wrecked without
being used In operatlons, the cost of
removing or wrecking shall be gharged
and the salvage credited to the ac-
count in whioh the cost of the land is
recorded,

G, When the purchase of land for
electric operations requires the pur-
chase of more land than neaded for
such purposes, the charge to the spe-
elfic land sccount shall be based upon
the cost of the land purchased, less
the fair market value of that portion
of the land which is not to be used In
utility operations. The portlen of the
cost measured by the falr market
vaine ¢f the land not to be used shall
be included in account 108, Electrio
Plant Held for Future Use, or account
121, Nonubility Property, a8 appropri-
ate,

H, Provisions shiall be made for am-
ortleing amounts carrled in the ac-
eounts for limited-term Interests in
land 50 as to apportion equitably the
cost of ench Intersst over the life
thereof, (For Major utilities, see ac¢-
count 1il, Accumulated Provision for
Amortization of Hlectrle Plant Utility,
and account 404, Amortization of Lim-
ited-Term Hlectric Plant. For Nonma-
Jor utillties, see ncoount 404.)

I The items of cost to be includsed in
fhe accounts for land and lend rights
BRre a4 follows:

1, Bulkhesds, buried, not requiring maln-
tenance or replacement,

2. Cost, first, of acquisition Including
morigages and other lens assumed (but not
subgequent Iinferest therson),

3, [Reserved]

4, Condemnation proceedings, inchuding
court and counsel costs.

6. Congents and abubling damsages, pay-
raent for.

8, Conveyancers' and notaries’ fees,

7. Feey, commisslons, and salaries to hro-
kers, agents and obhers ln connectlon with
the acquisition of the land or lund rights,

8. [Reserved]

18 CFR Ch. } (4-1-88 Edition)

8. Lesses, cost of volding upon purchasge to
aecure possession of land.

10, Removing, reiochting, or resonstructs
Ing, property of others, sush as bulldings,
highways, railroads, bridges, cemeterles,
churches, talephone and power lines, ete., in
order to noquire quist possession, )

11, Retaining walls unless identified with
atructures,

12, Bpecial wssessments levied by puble
nuthorifles for publlo improvements on the
hasis of benefits for new roads, new bridgzes,
new sewers, new curbing, new pavements,
and other puble improvements, but not
taxes levied bo provide for the maintenanoe
of such Improvements.

13, Burveys in connection with the sequisi-
tiory, but not amounts pald for topograph!-
cal surveys and maps where such costs are
attributable to structures or plant equip-
ment erected or to be erected or installad on
such land,

14, Taxes assumed, socrued to date of
transfer of title,

16, Title, examining, clearing, insuring
and registering in connection with the ao.
guisition and defending ageinst claims ralat-
ing 6o the perlod prior to the scquisition.

18, Appraisals prior o closing title.

17, Cost of dealing with distributees or le-
gatees residing oufside of the state or
county, sueh as recording power of attorney,
recording will or exemplification of will, re-
cording satlsfaction of state tax,

18, Miing satisfaction of mortgages,

18, Documentary stamps,
i20. Photographs of property abt aoquisi-
ton,

21, Feez and sxpensses nourted In the ac-
gulsitlon of waber rights and grants,

22, Cost of flll bo extend bulkhead line
over land under water, where riparian rights
are held, which s not occasioned by the
erection of a ghructure,

23. Bidewalks and ocurbs constructed by
the ufllity on public property.

24. Labor and expenses In connection with
securing righty of way, where performed by
company employess and company agents.

8, Structures and Improvements,

A, The accounts for structures and
Improvements shall include the cost of
all buildings and facilities to houss,
support, or safeguard property orper-
sons, Inciuding all fixtures permanent-
ly attached to and made a part of
bulldings and which cannobt be re-
moved therefrom without cutiing into
the walls, ceilings, or floors, or with-
pub in some way Impairing the buiid-
ings, and Improvements of g perma-
nent character on or fo land, Also in-
chide those costs Incurred in connec-
tlon with the first ¢learing and grad-
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Ing of land and rights-of-way and the
damuge cogts assoclated with construc.
tlon and Installation of plant.

B, The cost of specially provided
foundations not intended to outlast
the machinery or apparatus for which
provided, and the cost of angle irons,
castings, ete., Installed at the base of
an  ltem of -equipment, shall be
charged to the same account as the
cost of the mechinery, apparatus, or
equipment,

C, Minor bulidings and structures,
such a8 valve towers, patrolmen’s
towers, telephone stations, fish and
wildlife, and recreation facilitles, ete.,
which are used directly In connection
with or form & part of a reservoir,
dem, waterway, etc., shall be consld-
ered a part of the facility in connec-
tlon with which constructed or gperat-
ad and the cost thereof accounted for
accordingly.,

D. Where furnaces and bollers are
used primarily for furnishing steam
for some particular department and
only incidentelly for furnishing steam
for heating = bullding and operating
the equipment therein, the entire cost
of such furnaces snd boilers shall be
charged to the appropriate plant ao-
count, and no part to the building ac-
asount,

E. Where the dtructure of a dam
forms alsoe the foundation of the
power plant bullding, such foundsbion
shall be considered n part of the dam.

F, The cost of disposing of materials
excavated in connection with construec-
tion of structures shall be considered
a5 & part of the cost of such work,
axcept as follows: (8) When such mabe-
rial is uged for filling, the cost of load-
ing, hauling, and dumping ghall be eq-
ultably apportioned between the work
in connection with which the removal
ccecurs and bhe work in connechion
with which the material s used; ()
when such materlal is sold, the nst
amount realized from such sales shall
be credited to the work in conmection
with which the removal cceurs. If the
amount reallzed from the sale of exca-
vated materials exceeds the removal
costs and the costs in connection with
the sale, the excess shall be credited to
the Iand nccount in which the site is
sarried,
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G, Lighting or other fixtures tempao-
rarily attached to bulldings for pur-
poses of display or demonstration
shall not be inecluded in the cast of the
bullding but in the appropriate equip-
ment account,

H. The items of cost to be included
in the aceounts for structures and im-
provements are as follows!

1. Architeots’ plans and speoifications in-
cluding supervigion,

2. Ash plis (when located wishin the bulid-
ing), (Major Utilities)

3, Athletle field structures and improve.
menty.

4, Bollers, furnmoes, piping, wiring, tix-
tures, and machinery for heating, ghting,
signa}lng, ventilating, and alr-conditioning
systems, plumbing, vacuum cleaning sya-
terng, Inoinerator and smoksd pipe, flues, ete.

6, Bulkheads, including dredging, riprap
fill, piling, deoking, tonorete, fenders, ete,,
when exposed and subject to malntenance
snd replacement,

8. Chimneys (Major Utilities).

7. Coal bing and bunkears.

8, Commisslons and fees to brokers,
agenty, architects, and othets,

8, Condult (nob to he removed) with its
contents,

10, Damages to abutting property during
construction,

11, Docks (Malor Utliities),

12, Daor checks and door stops (Msjor
Ttilities),

18, Drainage and sewerage systems.

14, Wlevntors, cranes, holsts, eto., and the
machinery for eperating them.

15, Excavebion, including shoring, bracing,
hridging, refill and disposal of excesy exca-
vabed meaterint, cofferdams around founda-
tion, pumping waber from cofferdams
during construction, and test borlhgs.

16, ¥ences and fence curbg (not necluding
protective fences isolating items of equip-
ment, which shsll be charged to the appro-
priate squipment socount),

17, Flrs proteotion systems when forming
8 part of & structurs.

18, Flagpole (Major Utilibtles),

18, Floor covering (permenently attached)
(Major Utilitles).

20, Foundations and plers for machinery,
congtructed re a permanent part of a build-
ing or other {tem lsted herein,

24, Grading and clearing when directly oe-
casloned by the butiding of a structurs.

22, Intrastte communioation system, poles,
pole fixtures, wires, and cables,

23, Landapaping, lawns, shrubbery, etc,

24, Lesses, volding upon purchase to
gecurs possaesgion of structures,

25, Loased property, expenditures on.
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26. Lighting fixtures mnd outslde Ughting
system,

a1, Mellchutes when part of a bullding
(Major Utitities),

28, Marquee, permanently atteched Lo
hullding (Major Ukilitles),

28, Painting, flrst cost,

30, Permanent paving, concrets, briek,
{Egstcne, asphalt, ete., within the property

a6,

31, Partitions, Including movable (Malor
Utiilties).

32. Permits and privileges,

33, Flatforms, reliings, and gratings when
construcied as & part of & structure.

34, Power boards for services to a bullding
{Major Utliities),

356, Refrigerating systems for general use
(Major Utillties),

34, Retalnlng walls except when identified
with land.

37. Roadways, rallrosds, bridges, and tres-
tles Intrasite except ralirosds provided for
in equipment accounts,

38, Roofs (Major Utilities),

38, Scales, connected to and forming &
part of a structurs (Major Utilities),

40, Bcreens (Major Utilities),

41, Bewer systems, for genersal use (Malor
Utildties),

42. Sldewalks, cilverts, curbs and streets
consteueted by the utliity on its property
(Major Uiliities).

43, Bprinkling systems (Major Utilitles),

44, Sump pumps snd plts (Major Utilities),

46, Stacks—bhrick, steel, or concrete, when
seb on foundation forming part of gzeneral
folndation and steelwork of & building,

40, Bteel ingpectlon durlng construction
(Major Utiiltles).

17, Storage facllitles constltuting a part of
& hullding, )

o 48, S8torm doors and windows (Major THL-
esg)

48, Bubways, areawsys, and ftunnels, di-
reably connected to and forming part of g
strueturs,

80, Tanks, constructed as part of a bulld-
ing of a8 & distinet strustural unit,

61, Temporary heating during construo-
tlon (net cost) (Major Utilities).

52, Temporary wabter conneotion during
construction {neb costy (Mnjor Utilities),

68, Temporary shantles and other faclll
tles used during construction (net cost}

54, Topographical maps (Mejor Utliitles),

66. Tunnels, Intake and discharge, when
constructed as part of o structure, including
glulce gabes, and those constructed to houge
mains,

86, Vaults constritcbed as part of a build-
ing,

B7. Watchmen's sheds and c¢lock systems
(neb vost when used during construction
only) (Major Utlilties).

68, Water busing or reservoirs,

18 CFR Ch. | (4-1-88 Edition)

59, Water front bmprovements {Mglor
Thilitles).

50. Water meters and supply system for a
building or for general company purposes
(Major Otllities),

_ 81, Water supply piplng, hydrants and
wella (Major Utllitles),

83. Wharves,

83, Window shades and ventilators (Major
Utildties),
tieé)‘ Yard drainage system (Major Trtili-

88),

66. Yard lighting systom (Major 1Ftlitdes),

88, ¥Yard surfacing, gravel, conerete, or oll,
(First cost only.} (Major Utilitles)

Nore! Structures and Improvements noe
counts shall be credited with $he cost of
conl hunkers, stacks, foundations, subways,
tunnels, eto, the use of which has terminat.-
ed with the removal of the equipment with
which they are assoclnted even though they
have not been physically removed,

8, Eguinmendt. :

A, The cost of equipment chargeable
to the electrie plant accounts, unless
otherwise Indleated in the text of an
equipment sccount, includes the net
purchese price thereof, sales taxes, in-
vestigation and inspection expenses
necessary to such purchase, expenses
of transportation when borne by the
utility, labor employed, materinls and
supplles consumed, and expenses in-
curred by the utiilty in unloading and
placing the equipment in readiness to

" operate, Also include those costs in-

curred In connectlon with the first
clearing and grading of land and
rights-of-way and the damage costs ag.
soclated with constructlon and instal-
lation of plant.

B, Bxelude from eguipment acecounts
hand and cther portable tools, which
are likely to be lost or stolen or which
have relatively small value (for exam-
ple, $8500 or less) or short Ufe, unless
the correctness of the accounting
therefor as electric plant is verified by
current inventories. Special tools ae-
guired and included in the purchase
price of equipment shall be included in
the appropriste plant acoount, Portas
ble drills and similar tool equipment
when used In connection with the op-
eratfon and maintenance of g particu-
lar plant or department, such as pro-
duction, ftransmission, diatribution,
ete,, or in “stores,” shall be charged to
the plant aceount appropriste for
their use. ..

320

21

Appendix/43



Federal Energy Regulatory Commission.

C, 'The equipment sccounts shall in-
ciude angie lrons and similar items
which are installed at the bhase of an
{tem of equlpment, but plers and foun-
datlons which ares designed to he as
permanent as the bulldings which
house the equlpment, or which are
constructed as & part of the bullding
and which cantiob be removed without
cubting Into the walls, sellings or
floors or without in some way impslir-
Ing the building, shall be {nciuded in
the building accounts,

D. The equipment accounts shall in-
ciude the necessary sosts of testing or
running a plant or parts thereof
during an experlmental or test period
prior to such plant hecoming ready for
or placed In serviee, In the oase of
Nonmajor ubllitles, the utility shall
pay the fee presoribed In Part 881 of
this chapter and shall furnish the
Conmumnission with full particulars of
and justificstion for any test or exper-
imental run exbtendlng beyond a period
of 30 days. In the caze of Major utili-
tles, the utiiity shall furnish the Com-
misglon with full particulsrs of and
justification for any test or experi-
mental run extending besyond a period
of 120 days for nuclear plant, and a
period of 80 days for all other plant,
Such particulars shall Include a de-
talled operationsl and downbtime log
showing days of production, gross kilo-
watts generated by hourly Increments,
types, and periods of outages by hours
with explansation thereof, begincing
with the first date the squipment was
asither tested or synchronized on the
line to the end of the test perlod,

E. The cost of efficlency or other
teats made subsequeni to the date
eqiiipment bhecomes avallable for serv-
ice shall be charged fo the appropriste
sxpense socounts, except that tests to
debermine whether equipmen! meets
the specifieations and regquirements as
to efflolency, performance, ete., guar-
antead by manufacturers, made after
operations haeve commenced and
within the period spscified n the
sgreement or conftract of purchase
may be charged to thie appropriate
electric plant account, . . .

10, ddditions end Retiremeénts of
Electric Plant, .

A, PFor the purpose of avoiding
undue refinement in accounting for

Part 101

addiffons to and retirements and re-

placements of slectric plant, all prop-
erty shall be considered as conslsting
of (1) retirement units and (2) minor
ltems of property, Each utility shall
uge such list of retirement units as is
in.use by it at the effective date hereof
or 88 may he prescribed by the Com-
mission, with tne option, however, of
psmg smaller units, provided the util-
1ty;s practice in this respeot ls conslst-
ent,

B, The addition and retirement of
retirement units shall.be sccounted
for as follows;

(1) When & retirement unif is added
toelectric plant, the cost thereof shall
be added to the appropriate electric
plant account, except that when units
are acquired in the acqulsition of any
eleciric plant constituting an operat-
Ing system, they shall be accounied
for as provided in slectric plant In-
struction B,

(23 When s rebirement unit is retired
from electrig plant, with or without re-
placemant, the book cost thereof shall
be credited to the electric plant ae-
sount In which it Is included, -deter-
mined In the manner set forth in pars.
graph I, below. If the Tetirement unit
s of & depreciable class, the hook coat
of the unit retired and credited to eleo-
trio plant shall be charged.to the scou-
mulsated provision for depreciation ap-
plicable to such property, The cost of
removal and the salvage shall he
oharged or credited, as appropriate, to
such depreciation actount.

C, The additlon and retirement of
minor items of -property shall be ac-
counted for as follows:

(1) When s minor iftem of property
which did not previously exiet s .added
to plant, the cost thersof shall be ac-
counted for in the same manner as for
the addition of a retlrement unit, as
sebt forth in paragraph B(1), sbove, if a
substantial addition results, otherwise
the charge shall ‘be fo the appropriate
malntenance expense account.

(2) When a minor {tem of-property. ls
retired and not replaced, the hook cost
therscf shall be credited to the elee-
tric plant account in which it is inelud-
ed; and, in the event the minor {tem is
g part of depreciable plant, the ac-
count for asccumulated provision for
depreciation shall be charged with the
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book cost and cost of removal and
credited with the salvage, 1f, however,

the book cost of the minor item re.

tired and not replaced has been or will
be acoounted for by its Inclusion in the
retirement unit of which It is a part
when such undt is retired, no separate

eredit to the property account is re.

gluired when such minor item is re-
red, .
(3} When a minor item of deprecia-
ble property ls.replaced independently
of the retirement untt ef which it s a
part, the cost of replacement shall be
charged to the mainhtenanoce sccount
appropriste for the item, except that
if ‘the replacement effects a substan-
tial :betterment (the primary aim of
whichi Is to muke the praperty affected
more Useful, more efficlent, of greater
durability, or of greater capacity), the
excess cost of the replacement over
the esthuated cost at current prices of
replacing without betterment shall be
charged to the appropriste electric
plant account.
. D, The book cost of electrio plant re-
tired shall be the mmount st which
such’ property s Included In the elec-
trie plant accounts, ideluding all com-
ponents of construechon costs. The
book cost shall be determined from
the utility’s records and If this cannot
be done it shall be estimated, - When it
is lmpraoticable to determine the book
cost of-each unit, due to the relatively
large number or small cost thereof, an
Aappropriate average book vost of the
units, with due allowance for any dif-
ferences in siee and charscter, shall he
Eme‘d a3 the book cost of the units re-
ired.

B. The book cost of land retired .

shall be credibled to the appropriate
land account, If the land ls sold, the
difference between the book cost (less
any accumilated provision . for depre-
clation or . smortization ‘therefore
which has besn authorized and provid:
ed) and the sale price of the land (less
somrnissions and other expenses .of
making the sale) shall be recordad in
acoount 411.6, Gains. from . Disposition
of Utility Plant, or 411.7, Losses from
Disposition of Utility -Plant when. the
property has been recorded in account
106, Eléefric Plant Held for Futurs
Une, otherwise to accounts 421.1; Galn
on Disposition of Property or 421.2,

18 CFR Ch. ! (4-1-88 Edition)

Loss on Dispositlon of Property, as ap-
propriate. If the land is not used in
utility service but s retained by the
utility, the book cost shall he charged
to socount 108, Electric Plant Held for
Fubure Use, or-account 121, Nonubility
Property, as appropriate,

B\, 'The book cost less net salvage of
depreciable electric plant retired ghall
be charged In its entirety to acocount
108, Accumulated Provision for Depre-
clation of Electric Plant in Service
(Account 110, Accumulated Provision
for Depreciation and Amortization of
Electric Utility Plant, in the case of
Nonmajor utilities). Any amounts
which, by approval or order nf the
Cornmission, are charged to account
182.1, BExtraordinary Property Losses,
shall be credited to-account 198 (Ac-
count 110 for NonmaJjor utilities),

G, In the case of Major utilltles, the
acoounting for the retirement of
amounts included in account 302,
Franohises and Consents, and account
303, Miscellaneous Intangible Flant,
and the items of Umited-term interest
in land included in the accounts for
land and land rights, shall be as pro-
vided for in the text of account 111.
Acoumulated Provision for Amortiza.
tlon of Electric Plant in Service, ac-
eount 404, Amortization ‘of - Limited-
Term Electric Plant, and account 405,
Amortization of Other Electric Plant.

1L, Work Order and Property Reoord
System Regquired.

A. Each ubtility shall resord all con-
struction and retirements of eleatric
plant by means of work orders or Job .
orders. Bepuarate work orders may be
opened for additions to and retire-
ments of eleairic plant or the retire-
ments may be ingluded with the con-
struction work order, provided, howev-
er, that all ltems relating to the retire-
ments shall be kept separate from
those relating to construction and pro-
vided, further, that any maintenance
costs Involved i the work ghall like-
wize be segregabed.

B, BEach ubtility shall keep Its work
order system 80 as to show the nature
of each addition to or retirement of
electric plant, the total cost thereof,
the source or sources of costs, and the
electric plant account or accounts to
which charged or credited, Work
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orders covering jobs of short durablon
may be cleared monthily.

C. In the case of Major utilities,
each utllity shall maintain records in
which, for each plant account, the
amotnts of the annual additions and
retirements, subsequent to the effec-
tive date of this system of accounts,
sre classified 5o B8 to show the numbear
and cost of the varlous record units or
retirement units.

12, Transfers of Property,

When property s transferred from
one electric plant account to ancther,
from ocne utility department to an-
other, such 8s from eleciric to gas,
from one operating division or ares to
another, bo or from aceounts 101, Eleos
tric Plant In Service, 104, Electrie
Plant Lessed to Others, 106. Hlectric
Plant Held for Fubture Use, and 121,
Nonutility Property, the transter shall
be recorded by transferring the orlgi-
nal cost thereof from the otie account,
department, or location to the other.
Any related amounts carried in the ag-
counts for accumulated provision for
depreclation or amortization shall be
transferred In accordance with the
segregation of such accounts,

13, Common Utlity Plant,

A, If the utiilby is engaged in more
than one ulllily service, suoch as elec-
tric, gas, and water, and any of ks util
ity plant is used in common for several
utility services or for other purposes
to such an extent and In such manner
that 1§ Is impracticeble to segregate 1%
by utllity services currently In the ac-
counts, such property, with the ap-
proval of the Commission, may be des-
lgnated mnd classified as “common
utility plant.”

B. The book smount of utility plant
desigmated as common plant shall be
Included in account 118, Other Utllity
Plant, and i applicable in part to the
plectric department, shall be segregat-
ed and acoounted for in subascounts
as elactric plant is accounted for in ao-
counts 101 to 107, inclusive, and slec-
tric plant adjustments In aecount 118,
any amounts classiflable as common
plant aeguisitlon adjustments or
comunon plant adjustments shall bae
subject o disposition as provided in
paragriphs C and B of accounts 114
and 118, respectively, for s.mount.s
classified o those accounts. The origi-
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nat cost of common utility plant in
service shall be classifled according to
detalled utility plant nccounts appro-
priate for the property.

C. The utility shall be prepared to
show at any time and to report to the
Commission annually, or more fre-
quently, U required, and by utflity
plant scoounts (301 to 388) the follow-
Ing: (1) The book cost of common ubill-
ty plant, (2) The allocation of such
cost to the respective departments
using the common utility plant, and
(3) The basis of the allacation,

D, The accumudated provision for
depreciation and amortization of the
ut{ity shail be segregated so as to
show the amount applicable to the
property olassified as common utility
plant, '

E, The expenses of operation, main-
benance, rents, depreciation and amot-
tization of common utility plant shall
be recorded in ths accounts prescribed
herein, but designated as common ax.
penses, and the allocation of such ex-
penses to the departments using the
common utllity plant shall be support-
ed In such manner as to reflect readily
the basls of allocation used.

14, Tronsmissfon and PDistribution
Plant. :

For the purpose of this system of ac-
counts:

A, “*Transmission system' means:

(I} All land, converslon structures,
end squipment employed at & primary
source of supply (l.e, generating sta-
tion, or point of receipt in the oase of
purchased power) to change the volt-
age or frequenoy of electricity for the
purpose of its more efficient or con-
vendent transmission;

(2> All land, structures, lnes, switch-
ing and conversion stations, high ten-
glon apparatus, angd their contrel and
protective egqulpment between & gener-
abing or receiving point and the en-
trance to o distribution center or
wholesale point; and .

(3) All lnes and equipment whose
primary purpcse Is to augment, Inte.
grate or tig together the sources of
power supnply

B. “Digtribution system’ means sl
land, structures, conversion equip-
ment, lines, line "transformers, and
other facllities employed between the
primary source of supply (e, generat- -
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ing station, or point of receipt In the
case of purchased power) and of deliv.
ery to customers, which are not in-
cludible In transmlssion system, as de-
fined in paragraph A, whether or not
such land, structures, and facilitles are
operated as part of a transmission
system or ss part of a distribution
system.

Nore: Statlons which change electriclty
from tranamiszlon %o distribution voltage
shsll be classified sy distribution stations,

C. Where poles or towers support
both transmigsion and distribution
conductors, the poles, towers, anchors,
guys, and rights of way shall be ¢lassi-
fied a8 transmission system, The con-
duectors, crossarms, braces, grounds,
tlewire, (nsulators, eto,, shall be classi-
fled as transmisslon or dstribution fa-
cllitles, according to the purpose for
which used.

D, Where underground condult con-
tains both transmission and distribu-
tion conductors, the underground con.
duit and right of way ghall be classi-
fled as distribution system., The con-
ductors shall be ¢lassified s transmis-
slon or distribution facilities according
to the purpose for which used.

B, Land (other than rights of way)
and structbures used jointly for trans.
mission and distribution purposes
shiell be classified as trensmission or
distribution according to the major
use thereof,

16, Hydraulic
(Mafor Utilities),

Por the purpoge of this system of ac-
counts hydraulic production plant
means all lend and land rights, strue-
tures and Improvements used in con-
nectlon with hydraulls power genera-
tlon, reservoirs dams and waterways,
watar wheels, turbines, gensrators, ac-
cessory electric equipnment, miscellane-
ous powerplant equipment, roads, rail-
roads, and bridees, and structures and
improvements used in connection with
fish and wildlife, and recreation,

18, Nuclear Fuel Records Regquired
{Major Utilifies).

Hach utility shall keep all the neces-
gary records to support the entries to
the varlows nuclear fuel plant ac-
counts classifled under "Assets and
Qther Deblts,” Utility Plant 120.1
through 1208, Inclusive, account 618,
Nuclear Fuel Ezpense and account

produciion plant

18 CFR Ch, | (4.1.88 Edition)

15%, Nueclear Materials Held for Sale,
These records shall be go kept as to
readily furnish the baals of the compu-
tation of the net nuclenr fue} costs,

Operating Expanse Instructions

1, Supervision and Engineering
(Mafor Ubllities),

The supervision and engineering in-
cludible in the operating expense ac.
counts shall consist of the pay and ex-
penses of superintendents, engineers,
clerks, other employees and consult-
ants engapad In supervising and direct.
ing the operation and maintenance of
each ubllity function, Wherever ulloca-
tions are necessary in order to arrive
at the amount {0 be included in any
aceountt, the method and basls of allo.
cation shall be reflected by underlying
records,

ey
Lahor

i, Bpecial tests to determine efflolency of
equlpment operation,

2 Preparing or reviewing budgebs, estl-
mabes, and drawings relating to operation or
malntenance for departmental approval,

3. Preparing Instructlons for operstions
and maintenance activities,

4. Reviewlng and analyzing operating re.
sults.

6. Establishing orgrnizational setup of de-
partments and executing changes therein.

6. Formulating and reviewing routines of
departments and execubing changes therein.

7. General training and instruction of em-
ployees by supervisors whose pay 18 chargea-
bie hersto, Specifle Instruction and training
in & partiouisr type of work 1s chargeable to
the approprinte funcitionael asccount (Sea
Flectrio Plant Instruction 3¢19)).

8. Secretarial work for supervisory parzon-
nai, but not general clerioal and stenograph-
{c work chargeable to other accounts,

Expensas

8. Consultants' fees and expanses.
10, Menls, fraveling anid Incidental ex.
penses.

2. Maintenance,

A. The cost of maintenance chargea-
ble to the varlous operating expense
gnd clearing acegunts includes labor,
materials, overheads and other ex-
penses ineurred In maintenance work,
A Ust of work operations appiicable
generally to utility plant is i{ncluded
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hereundet, Other work operations ap-
plicable to specific classes of plant are
listed in functional maintenance ex-
pense accounty, '

B, Materials recovered in connectlon
with fhe maintenance of property
shail be credlted to the same account
to which the malntenance cost was
charged, :

C. 1f the book cost of any property is
carrigd in account 102, Eleotric Plant
Purchased or Sold, the cost of main-
taining such property shall be charged
to the mcecounts for maintenance of
property of the same class and use,
the book cost of which is carried In
other eleotrle plant n servies ac-
counts, Malntenance of property
leased from others shall be treated as
g}rovtded in operating expense instruc.
ian 3,

Irrms

1. Direot fleld supervision of malntenance,

2. Inspecting, testlng, and reporting on
conditlon of plant specifically to determine
the need for repalrs, replacements, rearran-
gements and changes and Inspecting and
testing the adequacy of repeirs which have
been mads,

3. Work performed sgpecifleslly for the
purpoge of preventing fallure, restoring
serviceability or maintalning life of plant.

4, Rearranging and changing the location
of plant not retired,

- B, Repalring for reuss materlals regovered
from plant,
bls‘ Testing for locating snd clearing trou-

g,

7. Wet vost of Installing, maintaining, and
removing temporary faoilities to prevent
Interrupblons in service, .

8. HReplacing or adding minor items of
plant which do not constituts a retirement
unit. (See eleckrio plant instruetion 10,)

3. Rents,

A, The rent expense accounts pro-
vided undsr the ssveral functional
groups of expense accounts shall in-
glude all rents, including taxes paid by
the lessee on leased property, for prop-
- erty used In utility operations, except
(1) minor amounts paid for oceasional
or infrequent use of any property or
equipment and all smounts pald for
use of aquipment that, if owned, would
be Includibie in plant asccounts 381 to
388, Inelustve, which ghall be treated
a8 an expense lem and included in the
appropriate functional account and (2)
rents which are chargeabls to clearing

Part 101

accounts, and distributed therefrom to
the appropriste account. If renta cover
property used for more than one fune-
tion, such as production and transmis.
slon, or by more than one department,
the rents shall be apportioned to the
appropriate Tent expense or elearing
accounts of each department on an
actual, or, If necessary, an estimated
basis.

B. When a portion of property or
aquipment rented from obthers for use
In conneotlon with utlilty operations is
subleased, the revenue derived from
such subleasing shall be credited to
the rent revenue account in operating
revenues; provided, however, that in
oase the rent was charged to & clearing
account, amounts recelved from sub-
leasing the property shall be credited
to such clearing account, ‘

C. The cost, when Incurred by the
lesseo, of operating and maintaining
leased property, shall be charged to
the accounts appropriate for the ex-
pense If the property were owned,

D, The cost incurred by the lessee of
additions and replacements to electric
plant leased from others shall he ac-
counted for as provided In electric
plant instruction 8.

4, Training Costs,

When It {s necessary that smployees
be trained to specifically operate or
maintain plant facilities that are being
constructed, the related costs shall be
sccounted for as a current operating
and malntenance sxpense, These ex-
penses shall be charged to the appro-
priate functionel accounts currently as
they are incurred, However, when the
training costs (nvolved relate to factli-
ties which are not conventional in
nature, or sre new to the company's
orerations, then see Electric Flant In-
struction 3(18), for accounting.

Balunce Sheet Chart of Accounts
ASSETS AND OTHER DEBITS

1, Uriniry Prant

101 Hlectrls plant in service,

1011 Property uader capital leasges,

102 Electric plant purchased or sold.

103 Rxperimental electric plant unglassi-
fled (Major only).

103.1 FHiectric plant in prooess of reclasyifi-
cation (Nonmajor only).

104 Electrio plant leased to others.

326

26

Appendix/48



Part 101

108 Accumulated provision for deprecla.
t:otn)ot" electrie utility . plant (Major
only

A, This account shall be oredited
with the following:

(1) Amounts charged to account 403,
Depreciation Expense, or to clearing
accounts for current deprecistion ex-
pense for electris plant In service.

{2) Amounts charged to Becoount 421,
Miscellaneous Nonoperating Incame,

for depreclation expenseion.property

Iheiuded In acdount 105, Blectric Plant
Held for Puture Use. Include, also, the
halance of accumuiated pruvision for
depreciation on property when trans-
ferred to account 108, Electrie Plant
Held for Future Use, from other prop-
erty accounts, Normally account 108
will ‘not be used for current deprecia-
tion provisions because, as provided
hersin, -the service life during which
depreciation ls computed commences
with the date properby is-includible in

elestric plant:in service; however, if

speclsl circumstances indicste the pro-
priety of current accruals for depreeia-
tion, such ocharges shall be mads to ac-
count 421, Miscellaneous Nonoperas
ting Incoie,

(3> Amounts charged to account 413,
Expenses of Electric Plant Leaged to
Others, .for electric plant included ix
account 104, Electric Plant. Leased to
Others,

(4) Amounts eharged to dccount: 4186,
Costs snd Bapenses of Merchandismg,
Jobbing, and Contract Work, or to

slearing accounts for current depreaia-‘

tlon expense,

{8) Amounts of depreciation applica-
hle to eleatric propertles scquired ag
operating unify or systems, (See elec-
tric plant instruction 5.)

(6) Amounts charged to account 182,
Bxtraordingry Property I.osses, when
authorized by the Commission.

(y Amounts of depreciation‘applica-
ble to elpetric plant donated to the
utitty.

(T'he utility shall maintain separate
subaccounts- for depreclation applica-
ble to electric plant in service, electric
plant leagsed to others and electric
plant held for future use.)

B, At the thme of retirement of de-

preciahle électric utility plant, this ac-
count shall be charged with. the boak
cost of ‘the property retired and the

18 CFR Ch. | {(4-1-88 Edition)

post of removal and shall be credited
with the salvage valus and any other
amounts recovered, such &s insurance.
When retirement, costs of removal and
salvage are entered originally in retire-
ment work orders, the net total of
suoh work orders may be Inciuded {n a:
separate subaccount hereunder. Upon
completion of the work order, the
proper distribution -to subdwision.s of
this account shall be made &s provided
in the following paragraph.

C. For general ladger and balance
sheet ptirposes, this account shall he
regarded and treated as a single com-
posite provision for depreciation, Yor
purposes of analysis, however, each
utiiity shall maintain subsidiary
records In which this agcount is gegre-
gated according to the following func-
tional classification for electric plant:
(1) Steam productlon, (2) Nuclear pro-
duction, (3) Hydraulle production, (4)
Other production, (6 Transmission,
(6) Distribution, and (7) General,
These subsidiary records shall reflect
the swrrent credits and deblts to this
account in sufficlent detall to show
separately for each such functional
elassification (a) the amount of aecoeru-
al for depreciation, (b) the book cost
of property retired, (c) cost of remov-,
al, (d) salvags, and (e) other items, in-
cluding recoverles from tnsurance.

D. When transfers of plant are made’
from one electric plant account to an.
other, or from or to another utility de-
partment, or from or to nonukility
properiy mcounts the aceounting for
the related accumulated provision for
deprecistion shall he as provided In
glectric plant instruction 12,

H. The utility 1s restricted in its use
of -the accumulated provision for de-
preciation to the purposes. set forth
above, 1t shall not transfer any por:
tion of this account to reétained earn-
irgs ‘or make .any other use :thereof
wivithout authorization by the Commis.
si0on,

108 [Reserved]

110 Accumulated provision for deprecla-
tlon and amortization of electric utllily
plant (Nonmajor only),

A, This account shall be oredited
with the following:

330
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Part 101

408,1 Income taxes,
Income,

410 [Reserved)

410.1 Provisions for deferred income taxes,
utitity operating {ncome,

411 {[Resarved] '

4111 Provision for deferred ncome taxeg—
Credib, ubility operating income.

411.3 [Reserved]

ubllity  operating

4144 Investment bax credit sdjustments, .

utility oparations,

411.8 Gning from disposition of utllity
piant,

4117 ZLosses from disposition of wutbility
plant, )

412 Revenues from electric plant leased to
others,

413 Expenses of electrle plant lessed to
others,

414 Other utility operating Income,

3, OrmEn INCOME AND DEDUCLIONS

Ay OTHER INGUME

416 Revenues from merchandising, Job-
bing, and contract work.

418 Costs and expenses of merchandlsing,
jobbing, and contract work.

417 Revenues from nonusility operations.

417.1 Wxpenses of nonutility operations.

418 Nonopersbing rental income.

418.1 Equity In earnings of subsidiary com-
panies (Major only),

418 Interest and dividend lncome.

418,1 Allowsnee for obther funds
during construction,

421 Miscellaneous nonoperating ineome.

4211 Guin on disposition of property.

used

B. QTHER INCOME DEDUUTIONS

431.2 Loss on digposition of property.
425 Mlscelisneous amortization.
426 [Reserved]
4281 Donations.
4262 Zdfe Insurance.
428.3 Penaltles.
428.4 Hxpendlbures for certaln c¢ivie, politi
eal and related activitles,
428,85 Other deduchions,
Total other Income deduetions,
Total Other Tnoomse and Deductions.

C. TAXES APPLICABLY 'tO OTHER INCOME ARD:
DEDUCTIONS

408.2 Taxes obher than incorme taxes, other
ineome and deduestions.

400,2 Income tax, other income and deduo-
tions,

410.2 Provision for deferred income taxes,
other Income and deductions,

411.2 Provislon for deferred income taxes—
Credit, other ncome and deductions.
411.8 Investment tax credit adjustments,
nonutitity operations,
420 TInvestment tax credits,

18 CFR Ch. | (4-1~88 Edifion)

Total taxes on other income and de-
duoctions.
Nei pther Income and deduotions,

3. InTEREST CHARGES

427 Interest on long-term debt,
428 Amortization of debt discount and ex-
pense,
428.; bAmort,ization of loss on reacquired
ebt,
428 Amortisation of premium on debt-Or,
428.1 Amortization of galn on remoquired
dabt—Credit,
430 nirntereat. on debt to mssoclated compa-
88,
481 Other Interest expeanse, _
432 Allowance for borrowad funds used
during construction—Credlt,

4, BEXTHAORDINARY ITEMS

434 Extraordinary income.

438 BExtraordinary deductions.

409.3 Income taxes, extraordinary items.
Neob Income,

Income Accounts -

400 Operating revenues.

There shall be shown under this cap-
tion the total smount included.in the
electric operating revenue accounts.
provided hereln,

401 Operation expense,

There shall be shown under this cap-
tlon the total amount included {n tha
elecirlc operation expense smccounts
provided hereln. (See note to -operat-
ing expense Instruction 3.)

402 Maintensnoe pxpense.

There siall be shown under this cap-
flon the total amount Included in the
electrle maintenancs expense agcounts
provided herein.

403 Depreciation expenge,

A, This accoint shall-Include the
amount of depreciation expense for 411
classes of depreciable -electric plant in
service ‘except such depreciation ex-
pense as-(s.chargeable to-clearing ac-
counts dr ‘to meccount 418, Costs snd
Expenses of Merchandising, Jobbing
and Contract Work.

B, The utliify shall keep such
records of property and property re-
tirements as will reflect the service life
of property which has been retired
and ald in estimating probable service

374
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life by mortallty, turnover, or other
appropriate methods; and also such
records as will reflect the percentage
of salvage and costs of removal for
property retired from epch nccount, or
subdivislon thereof, for depreciable
electric plant,

Note A! Depreciation expense applleable
to property neluded In acoount 104, Hlectric
Plant Leased to Others, shall be charged to
account 413, Expenses of Eleotrle Plant
Leased to Others, )

Nore Bt Depreclablon expenses appiicable
to transportation equipment,’ shop. equip-
ment, tools, work equipment, bower operat-
ad equipment and other general equipment
may be charged to clearing accounts as nec.
esaary in order to obtain A proper distribu-
tlon of expensed between construetlon and
operation.

Norm Ci Depreciation expense apploeable
to transportetion equipment used for frans-
portation of fuel from the point of negulsl
tlon to the unloading point shall be charged
to Account 151, Puel Stock,

404  Amortization of limited-term alectrie
plant,

This account shall include amortiza-
tlon charges applicable to amounts in-
eluded In the electric plant accounts
for lmited-term franchises, llcenses,
patent rights, limited-term Interests in
land, and expenditures on leased prop-
grty where the service ilfe of the im-
provements is terminable by action of
the lease, The charges to this account
shall be guch as to distribute the book
cost of esch Investment as evenly as
m&y be over the perlod of {ts henefit
to the utility,

(See geocount 111, Acoumitlated Pro-

 viston for Amortizatlon of Electric
Utility Plant.)

406 Amortization of other electric plant.

A. When authorized by the Commis-
slon, this account shall include
charges for amortization of Intangible
or other electric utility plant which
does not have a definite or terminable
life and which s not subject to
charges for depreciation expensae.

B, This. account shall be supported
in sueh detall a5 to show the amortiza-
fion applicable to esch investment
belng smottlzed, together with the
book oost of the 'lnvestment and the
period over which it 1s belng written
off.

Part 101

408 Amortization of electiic plant dequisi.
tion adjustmenta.

This account shall be debited or
credlted, as the case may be, with
amounts includible in operabing ex-
penses, pursuant to approval or order
of the Commission, for the purpose of
providing for the extingulshment of
the amount (n account 114, Hlectria
Plant Acquisition Adjustments.

407 Amortizatlon of property losses, unre.
covered plant and regulatory study
vosts,

This sccount shall be oharged with
amounts credited to account 182.1, Ex-
tracrdinary Property Loasses, and ae-
count 182.2, Unrecovered Plant and
Regulatory Study Costs, when the
Commission has authorized the
amourtt in the latter account to he am-
ortized by charges to electrlec oper-
ations.

408 [Reserved)

BPECTAL TNSTRUCTIONA, ACCOUNTS 408.1 AND
408.9

A, These accounts shall include bhe
pmounts of ad valorem, gross revenue or
gross recelpts taxes, state unemployment in-
surance, franchise taxes, Federnl exoclse
taxes, soclal security taxes, and all other
taxes nssessed by Pedernl, state, county, mu-
nicipal, or other local governmental authori-
ties, except Income taxes,

B. These aocounts shall be charged in
ench seoountlug perlod with the amounts of
taxes which are applicable thereto, with
concurrent credits to sccount 236, Taxes Ac-
orued, or acocount 185, Propaymenty, as ap-
propriate. When It 15 not posaible to deter.
mine the exact amounts of btaxes, the
amounts shall be estimated snd adjust-
ments made In curent accruals as the
actual tax levies become known.

C, The charges to these neoounts shall be
made or supported 5o ps to show the
amount ¢of each itnx and the basls upon
whioh sach charge fs made, In the case of a
gtlllty rendering more than one utility serv-
ioe, taxes of the kind Includinle in these ac-
sounts shall be assigned directly to the utili-
ty department the operstion of which gave
rise to the tax In so far as practicable.
Whaere the tax Is nof attribubable to a gpe-
oifie utility department, it shall be distribut-
ed smong the ubtility departments or nonubi-
Uty operations on an equitable basls after
appropriate study to determine such basis,

Note 1: Special assesaraents for street and
similar Improvements shall be inchided In

315
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