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34. Retirement units means those 
items of electric plant which, when re­
tired, with or without replacement, are 
accounted for by crediting the book 
cost thereof to the electric plant ac­
count in which included. 

35. Salvage value means the amount 
received for property retired, less any 
expenses incurred in connection with 
the sale or in preparing the property 
for sale; or, if retained, the amount at 
which the material recoverable is 
chargeable to materials and supplies, 
or other appropriate account. 

36. Service life means the time be­
tween the date electric plant is includ­
ible in electric plant in service, or elec­
tric plant leased to others, and the 
date of its retirement. If depreciation 
is accounted for on a production basis 
rather than on a time basis, then serv­
ice life should be measured in terms of 
the appropriate unit of production. 

37. Service value means the difference 
between original cost and net salvage 
value of electric plant. 

38. State means a State admitted to 
the Union, the District of Columbia, 
and any organized Territory of the 
United States. 

39. Subsidiary Company in the case of 
Major utilities means a company which 
is controlled by the utility through 
ownership of voting stock. (See Defini­
tions item 5B, Control). A corporate 
joint venture in which a corporation is 
owned by a small group of businesses 
as a separate and specific business or 
project for the mutual benefit of the 
members of the group is a subsidiary 
company for the purposes of this sys­
tem of accounts. 

40. Utility, as used herein and when 
not otherwise indicated in the context, 
means any public utility or licensee to 
which this system of accounts is appli­
cable. 

General Instructions 

l. Classification of utilities. 
A. For purpose of applying the sys­

tem of accounts prescribed by the Com­
mission, electric utilities and licensees 
are divided into classes, as follows: 

(1) Major. Utilities and licensees that 
had, in each of the last three consecu­
tive years, sales or transmission serv-
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ice that exceeded any one or more of 
the following: 

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

(b) 100 megawatt-hours of sales for 
resale; 

(c) 500 megawatt-hours of power ex­
changes delivered; or 

(d) 500 megawatt-hours of wheeling 
for others (deliveries plus losses). 

(2) Nonmajor. Utilities and licensees 
that are not classified as Major (as de­
fined above), and had total sales in 
each of the last three consecutive years 
of 10,000 megawatt-hours or more. 

(3) Nonoperating. Utilities and licens­
ees formerly designated as Major or 
Nonmajor that have ceased operation 
but continue to collect amounts pursu­
ant to a Commission-accepted tariff or 
rate schedule, or a Commission order. 

B. This system applies to Major, 
Nonmajor, and Nonoperating utilities 
and licensees. Provisions have been in­
corporated into this system for those 
entities which, prior to January 1, 1984, 
were applying the Commission's Uni­
form System of Accounts Prescribed 
for Public Utilities and Licensees sub­
ject to the Provisions of the Federal 
Power Act (Class C and Class D) [part 
104 of this chapter, now revoked]. The 
notations (Nonmajor) and (Major) have 
been used to indicate those instruc­
tions and accounts from previous sys­
tems and classifications, which by defi­
nition, are not interchangeable with­
out causing a loss of detail for the 
Major (previously Class A and Class B) 
or an increase in detail burden on the 
Nonmajor (previously Class C and Class 
D). 

C. The class to which any utility or 
licensee belongs will originally be de­
termined by its annual megawatt hours 
in each of the last three consecutive 
years, or in the case of a newly estab­
lished entity, the projected data shall 
be the basis. Subsequent changes in 
classification shall be made as nec­
essary when the megawatt-hours for 
each of the three immediately pre­
ceding years shall exceed the upper 
limit, or be less than the lower limit of 
the classification previously applicable 
to the utility. 
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D. Any utility may, at its option, 
adopt the system of accounts pre­
scribed by the Commission for any 
larger class of utilities. 

2. Records. 
A. Each utility shall keep its books 

of account, and all other books, 
records, and memoranda which support 
the entries in such books of account so 
as to be able to furnish readily full in­
formation as to any item included in 
any account. Each entry shall be sup­
ported by such detailed information as 
will permit ready identification, anal­
ysis, and verification of all facts rel­
evant thereto. 

B. The books and records referred to 
herein include not only accounting 
records in a limited technical sense, 
but all other records, such as minute 
books, stock books, reports, cor­
respondence, memoranda, etc., which 
may be useful in developing the history 
of or facts regarding any transaction. 

C. No utility shall destroy any such 
books or records unless the destruction 
thereof is permitted by rules and regu­
lations of the Commission. 

D. In addition to prescribed accounts, 
clearing accounts, temporary or exper­
imental accounts, and subdivisions of 
any accounts, may be kept, provided 
the integrity of the prescribed ac­
counts is not impaired. 

E. All amounts included in the ac­
counts prescribed herein for electric 
plant and operating expenses shall be 
just and reasonable and any payments 
or accruals by the utility in excess of 
just and reasonable charges shall be in­
cluded in account 426.5, Other Deduc­
tions. 

F. The arrangement or sequence of 
the accounts prescribed 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 a system of three­
digit whole numbers as follows: 

100-199 Assets and other debits. 
200-299 Liabilities and other credits. 
300-399 Plant accounts. 
400-432, 434-435 Income accounts. 
433, 436-439 Retained earnings accounts. 
440-459 Revenue accounts. 
500-599 Production, transmission and dis­

tribution expenses. 
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900-949 Customer accounts, customer service 
and informational, sales, and general and 
administrative expenses. 

B. In certain instances, numbers have 
been skipped in order to allow for pos­
sible later expansion or to permit bet­
ter coordination with the numbering 
system for other utility departments. 

C. The numbers prefixed to account 
titles are to be considered as parts of 
the titles. Each utility, however, may 
adopt for its own purposes a different 
system of account numbers (see also 
general instruction 2D) provided that 
the numbers herein prescribed shall ap­
pear in the descriptive headings of the 
ledger accounts and in the various 
sources of original entry; however, if a 
utility uses a different group of ac­
count numbers and it is not practicable 
to show the prescribed account num­
bers in the various sources of original 
entry, such reference to the prescribed 
account numbers may be omitted from 
the various sources of original entry. 
Moreover, each utility using different 
account numbers for its own purposes 
shall keep readily available a list of 
such account numbers which it uses 
and a reconciliation of such account 
numbers with the account numbers 
provided herein. It is intended that the 
utility's records shall be so kept as to 
permit ready analysis by prescribed ac­
counts (by direct reference to sources 
of original entry to the extent prac­
ticable) and to permit preparation of 
financial and operating statements di­
rectly from such records at the end of 
each accounting period according to 
the prescribed accounts. 

4. Accounting Period. 
Each utility shall keep its books on a 

monthly basis so that for each month 
all transactions applicable thereto, as 
nearly as may be ascertained, shall be 
entered in the books of the utility. 
Amounts applicable or assignable to 
specific utility departments shall be so 
segregated monthly. Each utility shall 
close its books at the end of each cal­
endar year unless otherwise authorized 
by the Commission. 

5. Submittal of Questions. 
To maintain uniformity of account­

ing, utilities shall submit questions of 
doubtful interpretation to the Commis­
sion for consideration and decision. 

6. Item Lists. 
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Lists of items appearing in the texts 
of the accounts or elsewhere herein are 
for the purpose of more clearly indi­
cating the application of the prescribed 
accounting. The lists are intended to 
be representative, but not exhaustive. 
The appearance of an item in a list 
warrants the inclusion of the item in 
the account mentioned only when the 
text of the account also indicates in­
clusion inasmuch as the same item fre­
quently appears in more than one list. 
The proper entry in each instance must 
be determined by the texts of the ac­
counts. 

7. Extraordinary Items. 
It is the intent that net income shall 

reflect all items of profit and loss dur­
ing the period with the exception of 
prior period adjustments as described 
in paragraph 7.1 and long-term debt as 
described in paragraph 17 below. Those 
items related to the effects of events 
and transactions which have occurred 
during the current period and which 
are of unusual nature and infrequent 
occurrence shall be considered extraor­
dinary items. Accordingly, they will be 
events and transactions of significant 
effect which are abnormal and signifi­
cantly different from the ordinary and 
typical activities of the company, and 
which would not reasonably be ex­
pected to recur in the forseeable fu­
ture. (In determining significance, 
items should be considered individually 
and not in the aggregate. However, the 
effects of a series of related trans­
actions arising from a single specific 
and identifiable event or plan of action 
should be considered in the aggregate. 
To be considered as extraordinary 
under the above guidelines, an item 
should be more than approximately 5 
percent of income, computed before ex­
traordinary items. Commission ap­
proval must be obtained to treat an 
item of less than 5 percent, as extraor­
dinary. (See accounts 434 and 435.) 

7 .1 Prior period items. 
A. Items of profit and loss related to 

the following shall be accounted for as 
prior period adjustments and excluded 
from the determination of net income 
for the current year: 

(1) Correction of an error in the fi­
nancial statements of a prior year. 

(2) Adjustments that result from re­
alization of income tax benefits of pre-
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B. All other items of profit and loss 
recognized during the year shall be in­
cluded in the determination of net in­
come for that year. 

B. Unaudited Items (Major Utility). 
Whenever a financial statement is re­

quired by the Commission, if it is 
known that a transaction has occurred 
which affects the accounts but the 
amount involved in the transaction 
and its effect upon the accounts cannot 
be determined with absolute accuracy, 
the amount shall be estimated and 
such estimated amount included in the 
proper accounts. The utility is not re­
quired to anticipate minor items which 
would not appreciably affect the ac­
counts. 

9. Distribution of Pay and Expenses of 
Employees. 

The charges to electric plant, oper­
ating expense and other accounts for 
services and expenses of employees en­
gaged in activities chargeable to var­
ious accounts, such as construction, 
maintenance, and operations, shall be 
based upon the actual time engaged in 
the respective classes of work, or in 
case that method is impracticable, 
upon the basis of a study of the time 
actually engaged during a representa­
tive period. 

10. Payroll Distribution. 
Underlying accounting data shall be 

maintained so that the distribution of 
the cost of labor charged direct to the 
various accounts will be readily avail­
able. Such underlying data shall per­
mit a reasonably accurate distribution 
to be made of the cost of labor charged 
initially to clearing accounts so that 
the total labor cost may be classified 
among construction, cost of removal, 
electric operating functions (steam 
generation, nuclear generation, hy­
draulic generation, transmission, dis­
tribution, etc.) and nonutility oper­
ations. 

11. Accounting to be on Accrual Basis. 
A. The utility is required to keep its 

accounts on the accrual basis. This re­
quires the inclusion in its accounts of 
all known transactions of appreciable 
amount which affect the accounts. If 
bills covering such transactions have 
not been received or rendered, the 
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