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from the difference between the 
m o u n t  ofthe liability for the assat re- 
tirement obligation in account m, 
&set rettrement obltgations. and the 
amount paid to settle the obligation. 
shall be acoounted for as foUows: 
(1) C-alns Wl be oreditad to account 

421. Misoellaneous nonoperating in- 
come, and; 

(2) Lasses shall be charged to account 
426.5, Other deductions. 
E. Separate subsidiary reoorda shall 

be maintained for eacb asset retire- 
ment obligation showins the initial H- 
ability and assodated &set retirement 
cost. any incremental amounts of the 
liability incurred in subsequent repon- 
ing Deriods Icr sdditionsl lavers of the 
c&inal liability and related asset re- 
tirement cost. wle accretion of the li- 
ability. the subsequent measurement 
rh-es to the amst retirement obliea- 

of the ads& retirement OOSts  an8 re- 
lated accumulated depreciation, and 
the settlement date and actual amount 
paid to settle the obligation. For pur- 
poses of analyses a utility shall main- 
tain supporting documentation so 88 t o  
be able to furnish aoourately and ewe- 
ditioutily with reepeot to each asset re- 
tirement obligation the full details of 
the identity and nature of the legal ob- 
ligation, the year incarred. the iden- 
tity of the plant givbg rise to the obli- 
gation. the full particulars relatlng to 
each component and supporting com- 
putations related to the measurement 
of the asset retirement obligation. 

depreciation or amortization ahall be 
recorded in a c c o u t  114, Electric Plant 
Acquisitlon Adjustments. The original 
cost of electric ~ l a n t  shall be deter- 
mined by anallisis of the utility's 
records or those of the predeoessor or 
vendor oompanies with respect to elec- 
tric plant previously acquired as cper- 
atiw units or system and the dif- 
ference between &e orlglnal cost so de- 
termined. less accumulated provisions 
for deoreclatlan and amortlzation and 
the cok to the utility with necesmw 

Electric Plant lmmtcfiont 
1. ClasJtfimtion of electric plant at  ef- 

fective date of system of accounts (Major 
uwtiesj. 

A. The electric plant accounts pro- 
vided herein are the mme as those con- 
tained in the  prior syatem of accounts 
exwpt fop inclusion of acwunts for nu- 
clear production plant and Some 
o m g e e  In classification in the general 
equipment accounts. Except for these 
ohanges, the bslanoes in the varlow 
plant accounts, as determined under 
the prior system of accounts. should be 
carried forward. Any remaining bal- 
anoe of plant which has not yet been 
olasaified. D w s u a n t  to the rwuire- 
mentr o i  tke prior system, *ail be 
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classified in awordssoe with the fol- 
lowing instructions. 
B. The met to the utility of its un- 

clwifled plant shall be asoertained by 
snalssis of the utility's records. Ad- 
justments shall not be made t o  record 
in utility Dlant accounts amounts me- 
vicu81y charged to operating expenses 
or to Income deductions In accordance 
w l t b  the unlform wetem of accounts in  
effect at  the time or  In accordance 
w i t h  the dlscreticn of management 88 
exeroised under a uniform system of 
accounts. or under accounting prac- 
tices previously followed. 

C. The detailed electric plant ac- 
counts (301 to 399, Inclusive) shall be 
stated on the basis of Cost to the util- 
ity of plant constructed by it and the 
original cost. estimated if not known, 
of plant acquired as an operating unit 
or system The difference between the 
origlnal cost, as above, and the cost to 
the utility of electrio plant after giving 
effect to any accumulated provisicn for 

Fuel under Capital Leases, is a m "  
~~ 

mate .  
2. Electric Plant To Be Recorded at 

cost. 
A. All amounts included In the ac- 

oount8 for electric plant acquired as an 
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operating unit or system, except as 
otherwise provided in the texts of the 
intanglble plant acoounta, shall be 
stated at  the cost incurred by the per- 
8on who flret devoted the property to 
utility e.erviae. All other electric plant 
shall be Included in the accounts at the 
OOst  incurred by the UtUIty. except for 
property m u i r e d  by lease which qual- 
fie6 as capital lease property under 
Ueneral Instruction IO. CIirsrla fw 
ClasstJying Leases, and is recorded.ln 
Account 101.1, Property under Capjtal 
Leasea, or Account 1ZO.8, Nuclear Fuel 
under Capital Leases. Where the term 
cost is U8Bd in the detailed plant ac- 
counts. it shall have the meaning etat- 
ed in this paragraph. 
B. When the conslderatlon given for 

property is other than cash, the value 
of such ConsIderatIon shall be deter- 
mined on a cash basis (see, however, 
deflnition 81. In the entry recording 
such transition. the actoal .consider- 
ation shall be described with sumcient 
particularity to Identlfs it. The urillty 
shall be prepamd to W s h  the Com- 
mIsGIon the ~ a r t i c u l m  of its deter- 
mination of t ie caeh value of the con- 
sideration If other than cash. 

C. When prowsrty is purchased under 
a plan involving deferred paymente, no 
c-e shall be made to the electric 
plant m o u n t s  for interest, insurance, 
or other expenditures oco88ioned solely 
by such form of payment. 

D. The electric plant accounts shall 
not include the cost or other value of 
electric plant oontributed t o  the cam- 
pmy. Contributions in the form of 
money cr ita equivalent toward the 
oonstructlon of electric plant -1 be 
credited to acccunts charged with the 
cost of suoh construction. Plant wn- 
structed from contributions of cash or ~ ~ ~ ~ ~ ~ ~~~ . .. .. 
its eauivalent shall be shown 88 a re- 
duction to gM8B Plant C O n s t N C t e d  
when aesembling cost data in work or- 
ders for posting to plant ledgers of ac- 
oounta. The accumulated gross casta of 
plant acoumulated in the work order 
shall be reoorded as a debit in the p h i  
ledrrer of accounts alonz with the re- 
IaGd amount of contrlb&ons concur- 
rently be recorded an a credit. 

8. Components ~Jcomtructton cost. 
A. For Major utllities, the cost of 

construction properly includible in the 
electric plant accounts shall include, 
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whem applicable. the direot and over- 
head cost as listed and defhed here- 
under: 

(1) Contract work includes amounts 
paid for work performed under oontraot 
by other coml)&nIes. flms. or fndivid- 
&le, caste iioldent to the award of 
suoh contrwts. and the inepectlon of 
such work. 

(2) M o r  includes the pay and ex- 
pewes of employees of the utility en- 
gaged on COnstNCticn work, and re 
lated workmen's oompen88tIon insur- 
ance, pyrol l  taxes and similar Items of 
expenBe. It does not include the pay 
and exwnBQ8 of employees which we 
distributed to construotion through 
clearlng amounts nor the pay and ex- 
penses included in other items here- 
under. 

(S) Materials and supplier includes the 
purchase price at the point of free de- 
livery plus cu8toms duties, excise 
tsxee, the cost of inspection. loading 
and transportation. the related store8 
exwnses. and the Cost of fabricated 
materials I" the utillty's shop. In 
determinlng the cost or mafarials and 
sumiles used for oonstmotion. orooer 

~ "..~.. 
aliiwance shall be made for unused 

(4) 7Yawmtonon Includes the wet  of 
transporting employes% materials and 
8~ppIIee. toole. pumhssed equlpment, 
and other work equlpment (when not 
under own power) M md from mint8 cf 
couaLNctlon. It includes amounts paid 
to othera a8 well as tbe wst of oper- 
ating the utility's o m  tmsportatlon 
equlpment. (See Item 5 following.) 

(5) Special machine sercke Includes the 
Cost of labor (optional), m a ~ r l a l s  and 
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supplies. deprec3atiou and other ex- 
penses incwed  in the maintenance. 
operation and use of special machines, 
such as steam shovels. pile drlvem. der- 
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d u e s :  also expenditures for rental, 
maintenance and operation of ma- 
chines of others. It does not include the 
cost of small tools and other individual 
items of small value or short life which 
are included in the cost of materials 
and supplies. (See item 3. above.) When 
B parWcular construction job reqnires 
the use for an extdnded period of time 
of special machmes. transportation or 
other eauipment. the net book cost 
thereof, less the appraised or salvage 
value at tlme of releas3 from the job. 
shall be included in the cost of con- 
S t n l C t 1 0 0 .  

(6) Shop service indudes the propor- 
tion cf the expense oPthe utility's shop 
department &lgnable to consiruction 
work except that the cost of fabricated 
materlds from the Utilltv'B 9hOD shall 

(7) Protection includes the cost of pro- 
tecting the utility's property from Bre 
or other casualties and the cost of pre- 
venting dnmwe.8 t o  othera, or to the 
property of others. including payments 
for discovery or extinguishment of 
fires, cost of apprehending and pros- 
ecuting inoendiaries, witness fees in re- 
lation thereto, amounts paid to mu- 
nicipalities and others for flre proteo- 
tion. a d  other analogous items of ex- 
penditures in conneotion with con- 
struction work. 

(8) Injuries and dmages includes ex- 
penditures or loeses in connection with 
constrnction work on account of inju- 
ries to persons and damages to  the 
property cf others: also the cost of in- 
vestlgation of and defeme against ac- 
tions for such injuries and damages. In- 
surance recovered or recoverable on 80- 
count of compensation paid lor injuries 
to persons incident to construotion 
shall be aredited to the m o u n t  or ao- 
counts t o  which such compensation is 
charged Insurance recovered or rewv- 
erable on account of property damages 
incident to comtruction Wl be cred- 
ited to  the account or accounts 
charged with the cost of the damagee. 

(9)  privilege^ and permits includes pay- 
mente for and expsases inourred in 8 6  

3f 

cWng temporam privileges, permite or 
rights in wnnection with Wnstruction 
work, such as for the as8 of private or 
public property, streets, or highways. 
hut i t  dote not include rents, or 
amounta chargeable 88 franchises and 
consents for which see account sa. 
Franchises and Consents. 

(10) Rents includes m o u n l s  paid for 
the w e  of construotion o w t a r s  and 01- 
fice space occupied b j  constraction 
forces and amounts umperly includible 
in conatruction costs for such facilities 
jointly Used. 
(11) JBwcnemlw and Susmvislon in- 

cludes the portion of the pay and ex- 
penses of eug!neers, surveyors. 
draftsmen. inspectors. superintendents 
and their assistante applicable to con- .~ 
struction work. 
(12) Gmeral &tnlstratlon capitalized 

includes the portion of the pay and ex- 
880888 of the general officers and ad- 
ministrative a i d  general expenses ap- 
plicable to construction work. 
(18) Enginewing sewices includes 

amounts paid to other companies. 
firms. or individuals engaged by the 
utility to plan. design, prepare esti- 
mates, supervise. inspect, or give gen- 
eral advice and assistance in conoec- 
tion with construction work. 

(14) Inswance includes premiums paid 
or amounts provided or reserved as 
self-insurance for the protection 
wainst loss and damsnee in cameotlon 

~ ~ ~ ~ . - .  . - 
with con8truction. by fire or other css- 
uaitv injuries @'or death of perecns 
other than employees, aamages t o  
property of others. defalcation of em- 
ployees and agents. and the non- 
performance of contractual ohlisations 
of others. It does not include work- 
men% compensation or similar insur- 
ance on employees included 88 labor in 
item 2, above. 

(15) Law wmditures includes the 
general law expenditures incurred in 
connection with Construction and the 
ooart and legal costs directly related 
thereto, other than law expsllses In- 
cluded in protection. item 7, and in in- 
juries and damages, item 8. 

(18) T m s  includes taxes on physical 
property (including land) during the 
period of construction and other taxes 
properly includible la oonstmction 
costs before the Iacilities become avail- 
able far sewice. 
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and fabrloation shall be estimated for 
the current year with appropriate ad- 
justments as actual data becomes 
available. 
"E: When II part OUIY of L v&t or 

project is plaosd la ODBntion or Is ~ 0 m 9 I ~ t e d  

(17) Allowance for funds used during 
construction (Major and Nonmajor Util- 
ities) includes the net cost for the p- 
riod of construction of borrowed funds 
used for construction purposes and a 
reasonable rate on other funds when 80 
used. not ta exceed, without prior a p  
proval of the Commission. allowanoes 
computed in fmordance with the for- 
mula prescribed in wragraph (a) of this 
subparagraph. No allowanw for funds 
uead during construction charges shall 
be included in these accounts upon ex- 
penditures for construction projects 
which have been abandoned. 

(a) The formula and elements for the 
wmputation of the allowance for funds 
ueed durins construction shall be: 

A,=Qrws allowanae for bmmwed mnde UBsd 
during oon8tNotlon rata. 

A,-AIlowance for othei fonda w d  during 
O O ~ ~ O t i O .  rate. 

S=Avby~~'.ge sort-tsnn debt. 
$=Short-term debt interwt mtd. 
D=LOllg-tBrm debt 
d=hng-tann debt interest rate. 
P=Prelemad =mat  
p=Preferred stwk cost rats. 
c=common BPuitY. 
e=Common equity oost n t a .  
W= Average bslanoe in oonstruatloo work In 

progress PlU* nooiarr me1 I" PmM€a of ru. 
llnemsllt. MnVePSion, enrichment M d  f*b* 
Ilclltion. 1- -st mtlment  MStd @as 
Qsnerrl Imtmction 25) related te p l a t  
under c(ll)~tmotlon. 
(b) The rates shall be determined an- 

nually. The halances for long-arm 
debt, preferred stack. and common eq- 
uity shall be the actual book halancss 
as of the end of the prior year. The cost 
rates for long-term debt and preferred 
stock shall be the weighted average 
cost determined in the m a "  indi- 
cated in $95.18 of the Oommlealon's 
Regulations Under the Federal Power 
Aot. The oost rate for common equity 
shall be the rate granted common eq- 
uity in the lsst rate proceeding before 
the ratemaking body having primary 
rate jurisdictions. If such oost rate is 
not available. the averaxe rate aotually 
earned durim the meoedine three 
vears &all bi used."The &&-term 
debt halances and related cost and the 
average balance for construction work 
in progreB plua nuclear fuel In prooe8~ 
of refinement, conversion, enrichment, 

ME Plant $73 . $ e w e  and hllowaace for m d s  
ueed dlvlnf cou8tNctlon tberwn BS P e h v g s  
u) wnatructlon shall ooldo. Allorrncs for 
fund8 mod duiInD oometmotlon on thnt wt 
of tbe cost of fbe 9I.nt which ie inoomplets 
may be COntlnUCd p1 a Charm Co COM~NC.  
cion until such tlme BD I t  I8 91-d In 09er- 
ation or 18 ready ror ~:BN.w, e10~9t as Iim- 
>tea in Item 11. O b O V L  

(18) Eamings ond emense.3 during con- 
s t w t i o n .  The earnings and expenses 
during construction shall constitute a 
component of construction costs. 

(a) The earnlngs shall include reve- 
nuea recelved or earned lor power pro- 
duoed by generating DlantS during the 
construction period and sold or used by 
the utility. m e r e  such Dower Is sold ta 
an independent purchaser before inter- 
mingling with pcwer generated by 
other plants, the credit shall consist of 
the sell108 price of the energy. Where 
the Dower generatad by a plant under 
conswootion is dellvered to the u t &  
lty's elecvic system for dlstrlbution 
and 8818. or ia delivered to an ~ 9 8 0 ~ 1 -  
sted company, or  1s delivered to and 
used by the utllity for purposes other 
than distrlhution and sals (for m u -  
facVmg or industrial me. for exam- 
ple). the credit shall be the fair value 
01' the energy so delivered. The reve- 
nues shall also include rentals lor 
lands, buildings em., and miswllaneous 
recelpts not properly includible in 
other awm!nm - ..__. _ _ _ _  

(b) The exFsnses shall consist of the 
cost of operating the power p l a t ,  sn8 
other costs inoident to the oroduotion 
and delivery of the Dower -for which 
construction is cmdiitea under para- 
graph (a). above, including the Cost of 
r e p a h  and other expanses of operating 
and maintaining lands, buildings, and 
other property, snd other miscella- 
neous and Like expense8 not properly 
includible in other accounts. 
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(10) Traning costs (Malor and 
Nonmajor Utilities). When it is nec- 
es" that em~lovees be tmined t o  OD- 

are being constructed and such lacili- 
ties are not conventional in  nature, or 
are new to the company's operations. 
these wsts may be capitalized as a 
compment of construction cost. Once 
plsnt is placed in service, the capital- 
ization of training costa &all c e w  and 
subsequent training costs shall be ex- 
pensed. (See Owrating Exgense In- 
struction 4.) 
(a01 Studies includes the ccsts of stud- 

ies such as nuclear operational, safety, 
or seismic studies or environmental 
atudies mandated by regulatory bodies 
relative t o  plant under constmctlon. 
Studies rehtive to facilities in service 

liminarg S G e y  and Investigation 
Cbames. 
(2l) Asset retirement costs. The costs 

reconniesd as a result of asset retire- 
ment obligations incurred during the 
construction and tasting of utility 
platit shall Constitute a component of 
construction oosts. 
B. For Nonmalor utilities. the cost of 

construction of property chargeable to  
the electric plant acoounta shall in- 
clude. where applicable, the cost of 
labor: materials and supplies: transpor- 
tation; work done by otbere for the 
utility: injuries and damages incurred 
in constmotion worh; privileges and 
"tits: soecial m i n e  service: al- 

struction, not to exceed without mor 
approval of the Commission. amounts 
commted In accordance w i t h  the for- 
mula prescribed in paragraph (a) of 
paragrapa (17) of this Jnstruction; 
training costs: and such gortion of gen- 
eral engineering, administrative sala- 
ries md emenses. insurme. taxes. and 
other Bnsl6gous i t e m  as miy  he Prop 
erly indudable in construction costs. 
(See Owrating Expense Instruction 4.) 
The rates and balances of short and 
long-term debt. preferred Btook. com- 
mon equity and construction work in 
~roeress shall be determined as Dre- 
Iclribed in pasasraph (3) of parasiaRh 
(17) of this Instruction. 

4. Overhad Construction Costs. 
A. All overhead constracticn coats. 

such as engineering, supervision. gen- 

eral offlce salanes and e x p e ~ .  con- 
struction englneering and supervision 
bv others t h m  the accountimz utllltv. 

asma&, relief and pensions,. taxes and 
interest, shall be charged to particular 
jobs or units on the basis of the 
moun t s  of such OverheaAs reasonably 
applicable thereto, to the end that each 
lob or unit shaU bear its equitable pro- 
wrtion of such costa and that the en- 
tire cost of the unit, both direct and 
overhead, shall be deducted f" the 
plant acwunts at  the time the prop 
erty Le retired. 
B. A6 far as practicable, the deter- 

minstion of pay roll charges includible 
in construction overhead3 shall be 
based on time card distributions there- 
of. Where this procedure is impractical, 
special studies shall be made wriodi- 
cally of the time of supeTvisom em- 
ployees devoted to construction activl- 
ties to the end that only such overhead 
costs as have a deflnite relation to con- 
struction shall be capitalized. The ad- 
dition to direct construction costa of 
arbi- percentages or amounts to 
cover aasumed overhead costs is not 
permitted. 

C. For Major utilities, the recorda 
supporting the entries for overhead 
constmction wsts shall be so kept as 
ta show the total amount of each over- 
head for each mar. the nature and 
amount of each-overhead exmnditure 
charged to each constructiin work 
order and to each electric plant ac- 
count, and the bases of distribution of 
such costs. 

6. Electric Plant Pwchaed or Sold. 
A. When electric plant constituting 

an operating unit or systam is acquired 
by purchase, merger, consolidation, liq- 
uidation. or otherwise, amr t h e  effec- 
tive data of this system of acconnts, 
the costs of mquisition, including ex- 
penses incidental thereto ProPerLV in- 
cludible in electric plant, ahall be 
charged to account 10%. Electric Plant 
Purchased or Sold. 
B. The accounting for the acquisition 

shall then be comBletad as follow8: 
(1) The original cost of plant, esti- 

mated if not known. shall be credited 
to account 1% Electric Plant Pur- 
chased or Sold. and concurrently 
caarged t o  the appropriate electric 
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