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Title 18 — Chapter | — Subchapter C — Part 101

Title 18: Conservation of Power and Water Resources

PART 101—UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR PUBLIC UTILITIES AND LICENSEES SUBJECT
TO THE PROVISIONS OF THE FEDERAL POWER ACT :

AutHoriTy: 16 U.S.C. 791a-825r, 2601-2645; 31 U.S.C. 9701; 42 U.S.C. 7101-7352, 7651-76510.
Source: Order 218, 25 FR 5014, June 7, 1960, unless otherwise noted.

EnitoriaL NoTe: For FeperaL RecISTER citations affecting part 101, see the List of CFR Sections Affected, which appears in the
Finding Aids section of the printed volume and at www.fdsys.gov.

Errecive Date NoTe: At 58 FR 18004-18006, Apr. 7, 1993, part 101 was amended by redesignating Definitions 30 through 38 as
31 through 39 and adding new Definition 30; adding paragraph 21 under the General Instructions; adding Accounts 158.1, 158.2,
182.3, and 254 under Balance Sheet Accounts; adding Accounts 407.3, 407.4, 411.8, and 411.9 under Income Accounts; and adding
Account 509 under Operation and Maintenance Expense Accounts. The added text contains information collection and
recordkeeping requirements and will not become effective until approval has been given by the Office of Management and Budget.

NoTe: Order 141, 12 FR 8503, Dec. 19, 1947, provides in part as follows:

Prescribing a system of accounts for public utilities and licensees under the Federal Power Act. The Federal Power
Commission acting pursuant to authority granted by the Federal Power Act, particularly sections 301(a), 304(a), and 309,
and paragraph (13) of section 3, section 4(b) thereof, and finding such action necessary and appropriate for carrying out
the provisions of said act, hereby adopts the accompanying system of accounts entitled "Uniform System of Accounts
Prescribed for Public Utilities and Licensees Subject to the Provisions of the Federal Power Act,” and the rules and
regulations contained therein; and /t is hereby ordered:

(a) That said system of accounts and said rules and regulations contained therein be and the same are hereby
prescribed and promulgated as the system of accounts and rules and regulations of the Commission to be kept and
observed by pubtic utilities subject to the jurisdiction of the Commission and by licensees holding licenses issued by the
Commission, to the extent and in the manner set forth therein;

(b) That said system of accounts and rules and regulations therein contained shall, as to all public utilities now subject
to the jurisdiction of the Commission and as to all present licensees, become effective on January 1, 1937, and as to
public utilities and licensees which may hereafter become subject to the jurisdiction of the Commission, they shall become
effective as of the date when such public utility becomes subject to the jurisdiction of the Commission or on the effective
date of the license;

(c) That a copy of said system of accounts and rules and regulation contained therein be forthwith served upon each
public utility subject to the jurisdiction of the Commission, and each licensee or permittee holding a license or permit from
the Commission.

This system of accounts supersedes the system of accounts prescribed for licensees under the Federal Water Power
Act: and Order No. 13, entered November 20, 1922, prescribing said system of accounts, was rescinded effective January
1, 1937.

Applicability of system of accounts. This system of accounts is applicable in principle to all licensees subject to the
Commission's accounting requirements under the Federal Power Act, and to all public utilities subject to the provisions of
the Federal Power Act. The Commission reserves the right, however, under the provisions of section 301(a) of the Federal
Power Act to classify such licensees and public utilities and to prescribe a system of classification of accounts to be kept
by and which will be convenient for and meet the requirements of each class.

This system of accounts is applicable to public utilities, as defined in this part, and to licensees engaged in the
generation and sale of electric energy for ultimate distribution to the public.
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or extending its term, in a manner that would have resulted in a different classification of the lease under the criteria in
paragraph A had the changed terms been in effect at the inception of the lease, the revised agreement shalt be considered
as a new agreement over its term, and the criteria in paragraph A shall be applied for purposes of classifying the new
lease. Likewise, any action that extends the jease beyond the expiration of the existing lease term, such as the exercise of
a lease renewal option other than those already included in the lease term, shall be considered as a new agreement and
shall be classified according to the above provisions. Changes in estimates (for example, changes in estimates of the
economic life or of the residual value of the leased property) or changes in circumstances (for example, default by the
lessee) shall not give rise to a new classification of a lease for accounting purposes.

20. Accounting for leases.

A. All leases shall be classified as either capital or operating leases. The accounting for capitalized leases is effective
January 1, 1984, except for the retroactive classification of certain leases which, in accordance with FASB No. 71, will not
be required to be capitalized until after a three year transition period. For the purpose of reporting to the FERC, the
transition period shall be deemed to end December 31, 1986.

B. The utility shall record a capital lease as an asset in account 101.1, Property under Capital Leases, Account 120.6,
Nuclear Fuel under Capital Leases, or account 121, Nonutility Property, as appropriate, and an obligation in account 227,
Obligations under Capital Leases—Noncurrent, or account 243, Obligations under Capital L.eases—Current, at an amount
equal to the present value at the beginning of the lease term of minimum lease payments during the lease term, excluding
that portion of the payments representing executory costs such as insurance, maintenance, and taxes to be paid by the
lessor, together with any profit thereon. However, if the amount so determined exceeds the fair value of the leased
property at the inception of the lease, the amount recorded as the asset and obligation shall be the fair value.

C. The utility, as a lessee, shall recognize an asset retirement obligation (See General Instruction 25) arising from the
plant under a capital lease unless the obligation is recorded as an asset and liability under a capital lease. The utility shall
record the asset retirement cost by debiting account 101.1, Property under capital leases, or account 120.6, Nuclear fuel
under capital leases, or account 121, Nonutifity property, as appropriate, and crediting the liability for the asset retirement
obligation in account 230, Asset retirement obligations. Asset retirement costs recorded in account 101.1, account 120.6,
or account 121 shall be amortized by charging rent expense (See Operating Expense Instruction 3), or account 518,
Nuclear fuel expense (Major only), or account 421, Miscellaneous nonoperating income, as appropriate, and crediting a
separate subaccount of the account in which the asset retirement costs are recorded. Charges for the periodic accretion of
the liability in account 230, Asset retirement obligations, shall be recorded by a charge to account 411.10, Accretion
expense, for electric utility plant, and account 421, Miscellaneous nonoperating income, for nonutility plant and a credit to
account 230, Asset retirement obligations.

D. Rental payments on all leases shall be charged to rent expense, fuel expense, construction work in progress, or
other appropriate accounts as they become payable.

E. For a capital lease, for each period during the lease term, the amounts recorded for the asset and obligation shall
be reduced by an amount equal to the portion of each lease payment that would have been allocated to the reduction of
the obligation, if the payment had been treated as a payment on an installment obligation (liability) and aliocated between
interest expense and a reduction of the obligation so as to produce a constant periodic rate of interest on the remaining
balance. .

21. Allowances.

A. Title IV of the Clean Air Act Amendments of 1990, Public Law No. 101-549, 104 Stat. 2399, 2584, provides for the
issuance of allowances as a means to limit the emissions of certain airbarne pollutants by various entities, including public
utilities. Public utilities owning allowances, other than those acquired for speculative purposes, shall account for such
allowances at cost in Account 158.1, Allowance Inventory, or Account 158.2, Allowances Withheld, as appropriate.
Allowances acquired for speculative purposes and identified as such in contemporaneous records at the time of purchase
shall be accounted for in Account 124, Other Investments.

B. When purchased allowances become eligible for use in different years, and the allocation of the purchase cost
- cannot be determined by fair value, the purchase cost allocated to allowances of each vintage shall be determined through
use of a present-value based measurement. The interest rate used in the present-value measurement shall be the utility's
incremental borrowing rate, in the month in which the allowances are acquired, for a loan with a term similar to the period
that it will hold the allowances and in an amount equal to the purchase price.

C. The underlying records supporting Account 158.1 and Account 158.2 shall be maintained in sufficient detail so as
to provide the number of allowances and the related cost by vintage year.

D. Issuances from inventory from inventory included in Account 158.1 and Account 158.2 shall be accounted for on a
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Title 18 — Chapter | — Subchapter F — Part 201

Title 18: Conservation of Power and Water Resources

PART 201—UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR NATURAL GAS COMPANIES SUBJECT TO THE
PROVISIONS OF THE NATURAL GAS ACT

AuTHORITY. 15 U.S.C. 717-717w, 3301-3432; 42 U.S.C. 7101-7352, 7651-76510.
Source; Order 219, 25 FR 5616, June 21, 1960, unless otherwise noted.

EomoriaL NoTe: For Feperal RecisTer citations affecting part 201, see the List of CFR Sections Affected, which appears in the
Finding Aids section of the printed volume and at www.fdsys.gov.

ErrecTive Date NoTe: At 58 FR 18006, April 7, 1993, part 201 was amended by redesignating definitions 31 through 39 as 32
through 40 and adding a new definition 31; Accounts 182.3 and 254 were added under Balance Sheet Accounts; and Accounts
407.3 and 407.4 were added under Income Accounts. The added text contains information collection and recordkeeping
requirements and will not become effective until approval has been given by the Office of Management and Budget.

Note: Order 141, 12 FR 8504, Dec. 19, 1947, provides in part as follows:

Prescribing a system of accounts for natural gas companies under the Natural Gas Act. The Federal Power
Commission acting pursuant to authority granted by the Natural Gas Act (58) Stat. 821, as amended; 15 U.S.C. and Sup.
717 et seq.), particularly sections 8(a), 10(a) and 16 thereof, and finding such action necessary and appropriate for
carrying out the provisions of said Act, ordered that:

(a) The accompanying system of accounts, entitled “Uniform System of Accounts Prescribed for Natural Gas
Companies Subject to the Provisions of the Natural Gas Act,” and the rules and regulations contained therein, be adopted;

(b) Said system of accounts and said rules and regulations contéined therein be and the same are hereby prescribed
and promulgated as the system of accounts and rules and regulations of the Commission to be kept and observed by
natural gas companies subject to the jurisdiction of the Commission, to the extent and in the manner set forth therein;

(c) Said system of accounts and rules and regulations therein contained as to all natural gas companies now subject
to the jurisdiction of the Commission, became effective on January 1, 1940, and as to any natural gas company which may
hereafter become subject to the jurisdiction of the Commission, they shall become effective as of the date when such
natural gas company becomes subject to the jurisdiction of the Commission.

Uniform System of Accounts Prescribed for Natural Gas Companies Subject to the Provisions of
the Natural Gas Act

Definitions
When used in this system of accounts:
1. Accounts means the accounts prescribed in this system of accounts.

2. Actually issued, as applied to securities issued or assumed by the utility, means those which have been sold to
bona fide purchasers for a valuable consideration, those issued as dividends on stock, and those which have been issued
in accordance with contractual requirements direct to trustees of sinking funds.

3. Actually outstanding, as applied to securities issued or assumed by the utility, means those which have been
actually issued and are neither retired nor held by or for the utility; provided, however, that securities held by trustees shall
be considered as actually outstanding.

4. Amortization means the gradual extinguishment of an amount in an account by distributing such amount over a
fixed period, over the life of the asset or liability to which it applies, or over the period during which it is anticipated the
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(3) The lease term is equal to 75 percent or more of the estimated economic life of the leased propety however, if

the beginning of the lease term falls within the last 25 percent of the total estimated economic life of the lease property,
including earlier years of use, this criterion shall not be used for purposes of classifying the lease.

(4) the present value at the beginning of the lease term of the minimum lease payments, excluding that portion of the
payments representing exeeutory costs such as insurance, maintenance, and taxes to be paid by the lessor, including any
profit thereon, equals or exceeds 90 percent of the excess of the fair value of the leased property to the lessor at the
inception of the lease over any related investment tax credit retained by the lessor and expected to be realized by the
lessor. However, if the beginning of the lease term falls within the last 25 percent of the total estimated economic life of the
lease property, including earlier years of use, this criterion shall not be used for purposes of classifying the lease. The
lessee utility shall compute the present value of the minimum lease payments using his incremental borrowing rate, uniess
(a) it is practicable for the utility to learn the implicit rate computed by the lessor, and (b) the implicit rate computed by the
lessor is less than the lessee's incremental borrowing rate. If both of those conditions are met, the lessee shali use the
implicit rate.

B. If at any time the lessee and lessor agree to change the provisions of the lease, other than by renewing the lease
or extending its term, in a manner that would have resulted in a different classification of the lease under the criteria in
paragraph A had the changed terms been in effect at the inception of the lease, the revised agreement shall be considered
as a new agreement over its term, and the criteria in paragraph A shall be applied for purposes of classifying the lease.
Likewise, any action that extends the lease beyond the expiration of the existing lease term, such as the exercise of a
lease renewal option other than those already included in the lease term, shall be considered as a new agreement, and
shall be classified according to the above provisions, Changes in estimates (for example, changes in estimates of the
economic life or of the residual value of the leased property) or changes in circumstances (for example, default by the
lessee), shall not give rise to a new classification of a lease for accounting purposes.

20. Accounting for leases. A. All leases shall be classified as either capital or operating leases. The accounting for

capitalized leases is effective January 1, 1984, except for the retroactive classification of certain leases which, in
accordance with FASB No. 71, will not be required to be capitalized until after a three year transition petiod. For the
purpose of reporting to the FERC, the transition period shalf be deemed to end December 31, 1986.

B. The utility shall record a capital lease as an asset in account 101.1, Property under Capital Leases (or account
121, Non-utility Property, if appropriate), and an obligation in account 227, Obligations under Capital Leases—Noncurrent,
or account 243, Obligations under Capital Leases—Current, at an amount equal to the present value at the beginning of
the lease term of minimum lease payments during the lease term, excluding that portion of the payments representing
executory costs such as insurance, maintenance, and taxes to be paid by the lessor, together with any profit thereon.
However, if the amount so determined exceeds the fair value of the leased property at the inception of the lease, the
amount recorded as the asset and obligation shall be the fair value.

C. The utility, as a lessee, shall recognize an asset retirement obligation (See General Instruction 24) arising from the
plant under a capital lease unless the obligation is recorded as an asset and liability under a capital lease. The utility shall
record the asset retirement cost by debiting account 101.1, Property under capital leases, or account 121, Nonutility
property, as appropriate, and crediting the liability for the asset retirement obligation in account 230, Asset retirement
obligations. Asset retirement costs recorded in account 101.1 or account 121 shall be amortized by charging rent expense
(See Operating Expense Instruction 3) or account 421, Miscellaneous nonoperating income, as appropriate, and crediting
a separate subaccount of the account in which the asset retirement costs are recorded. Charges for the periodic accretion
of the liability in account 230, Asset retirement obligations, shall be recorded by a charge to account 411.10, Accretion
expense, for gas utility plant, and account 421, Miscellaneous nonoperating income, for nonutility plant and a credit to
account 230, Asset retirement obligations.

D. Rental payments on all leases shall be charged to rent expense, fuel expense, construction work in progress, or
other appropriate accounts as they become payable,

E. For a capital lease, for each period during the lease term, the amounts recorded for the asset and obligation shall
be reduced by an amount equal to the portion of each lease payment which would have been allocated to the reduction of
the obligation, if the payment had been treated as a payment on an installment obligation (liability) and allocated between
interest expense and a reduction of the obligation so as to produce a constant periodic rate of interest on the remaining
balance.

21. Gas well records. Each utility with natural gas operations shall maintain operating or accounting records for each
well showing: (a) Acreage on which drilled, (b) dates of drilling period, (c) cost of drilling, (d) depth of well, (¢) particulars
and depth of each stratum drilled through, (f) geological formation from which gas is obtained, (g) initial rock pressure and
open flow capacity, (h) sizes of casing used and lengths of each size, (i) total cost of well as recorded in gas plant
accounts, (j) date well abandoned, for wells once productive, (k) date transferred to underground storage plant, for wells
converted to storage use, and (l) date driliing discontinued, for wells determined to be nonproductive. The foregoing data,
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