
11246 PROPOSED RULE MAKING
This notice of proposed rulemaking is 

issued under the authority, of sections 
112 and 119 of the National Traffic and 
Motor Vehicle Safety Act (15 U.S.C. 1401, 
1407) and the delegation of authority by 
the Secretary of Transportation to the 
Director of the National Highway Safety 
Bureau, 49 CFR 1.51.

Issued on July 8, 1970.
Douglas W. T oms,

Director,
National Highway Safety  Bureau.

[F.R. Doc. 70-8896; Filed, July 13, 1970; 
8:45 a.m.]

FEDERAL POWER COMMISSION
[ 18 CFR Parts 104, 105, 141, 204, 

205, 260 1
[Docket No. R—390]

UNIFORM SYSTEMS OF ACCOUNTS 
AND FORMS 1-F AND 2-A

Notice of Proposed Rule Making 
J u l y  8,1970.

Pursuant to 5 U.S.C. 553, the Admin
istrative Procedure Act, the Commission 
gives notice it proposes to amend, 
effective for the reporting year 1970:

A. Certain accounts in the Uniform 
System of Accounts for Class C Public 
Utilities and Licensees, prescribed by 
Part 104, Chapter 1, Title 18, CFR.

B. Certain accounts in the Uniform 
System of Accounts for Class D Public 
Utilities and Licensees, prescribed by 
Part 105, Chapter 1, Title 18, CFR.

C. Certain schedules of FPC Form No.
1- F, Annual Report for Public Utilities 
and Licensees, Classes C and D, pre
scribed by 1 141.2, Chapter 1, Title 18, 
CFR.

D. Certain accounts in the Uniform 
System of Accounts for Class C Natural 
Gas Companies, prescribed by Part 204, 
Chapter 1, Title 18, CFR.

E. Certain accounts in the Uniform 
System of Accounts for Class D Natural 
Gas Companies, prescribed by Part 205, 
Chapter 1, Title 18, CFR.

F. Certain schedules in FPC Form No.
2- A, Annual Report for Natural Gas 
Companies, Classes C and D, prescribed 
by section 260.2, Chapter 1, Title 18, 
CFR.

These modifications of the Uniform 
Systems of Accounts are proposed to 
extend to Class C and Class D Public 
Utilities and Licensees and Class C and 
Class D Natural Gas Companies the same 
accounting and reporting concepts or
dered by the Commission in Orders 389 
and 389-A (34 F.R. 17434, October 29, 
1969, 35 F.R. 879, Jan. 22, 1970). In  
addition, certain other revisions are 
being proposed as more specifically set 
forth below which will create a con
sistency in accounting for all classes of 
utilities.

Basically, the Commission proposes to 
modify its Uniform Systems of Accounts 
and Annual Report Forms to require all

items of revenue and expense, with few 
exceptions, to be included in the current 
income statement. The changes are, in 
general, consistent with those recom
mended by the Accounting Principles 
Board of the American Institute of Certi
fied Public Accountants in Opinion 9, 
Reporting the Results of Operations, is
sued in December 1966. I t  is anticipated 
that the adoption of what is commonly 
referred to as the “all inclusive income 
statement” concept will strengthen the 
meaningfulness of the income statement.

In  accordance with the concept ordered 
by the Commission in Order 389 and 
389-A, Account 432, Interest Charged to 
Construction—Credit is proposed to be 
relocated under the Other Income and 
Deductions of the income statement, 
rather than under the Interest Charges 
section. In  this connection, it appears 
that in certain cases misconceptions have 
arisen with respect to the relocation by 
the Commission of Account 432—Inter
est Charged to Construction—when the 
Commission adopted its Order No. 389 
on October 9, 1969. Although not orig
inally proposed as a change in the Com
mission’s notice of proposed rulemaking, 
the Commission was urged to relocate 
Account 432. The Commission took action 
with respect to such requests, comment
ing in Order No. 389 that:

In accordance with a comment by other 
respondents, Account 432 will be relocated 
under the Other Income and Deductions sec
tion of the income statement, rather than 
under the Interest Charges section>in order 
to negate any unintended implication that 
entries to this account serve as an offset to 
interest charges. Although this item is not 
included within the rulemaking proceeding, 
we are adopting this modification since it 
does not reflect a substantive change and 
comports with our prime objective of achiev
ing a more realistic and revealing income 
statement. * * *
Since the adoption of Order No. 389, 
there have been comments with respect 
to the relocation of Account 432, certain 
of which cause the Commission to be
lieve that there may be a relatively wider 
spread misconception of the exact nature 
of the Commission’s action with respect 
to Account 432.

Order No. 389 did not make any change 
in the text or in the number of the ac
count designated in the Commission’s 
Uniform System of Accounts as Interest 
Charged to Construction. The Commis
sion’s action in its Order No. 389 was 
confined to two specific changes. The first 
was a change in that part of the chart 
of accounts headed “Interest Charges” 
on page 62 (Electric) and page 64 (Gas) 
of the Uniform System of Accounts, such 
change being confined to (i) the reloca
tion of the unnumbered caption “Total 
Interest Charges”—from a position in the 
table of contents following Account 432 
to a position immediately preceding the 
account and (ii) the insertion of a new 
unnumbered heading immediately fol
lowing Account 432 entitled “Income Be
fore Extraordinary Items.” A second 
change with respect to this item in 
Order No. 389 was to change the State
ment of Income for the year, schedule 
page 114, of PFC Form No. 1 so that in

terest charged to construction in that 
schedule would be classified as an item 
under the heading “Other Income.” The 
Commission is and was aware that Ac
count 432 has, since the Commission’s 
Uniform System of Accounts was orig
inally adopted in 1937, been classified 
under the g e n e r a l  heading “Interest 
Charges” as was the case during the 
same period in the Uniform System of 
Accounts adopted by the National Asso
ciation of Railroad and Utility Commis
sioners.

The Commission did not intend, in pro
mulgating Order No. 389, to effect in any 
way, or to suggest the desirability of any 
change in the manner in which State and' 
other authorities administering legal in
vestment statutes used or applied interest 
during construction in calculating earn
ings coverages and other tests. The Com
mission assumed, rather, that such au
thorities would continue to interpret 
their requirements as they had in the 
past without regard to the Commission’s 
action in changing the location of this 
item in the annual reports required by 
the Commission.

I t  was for this reason that the Com
mission adopted Order No. 389 in the 
form in which it was issued on October 9, 
1969. The Commission was of the opin
ion, however, in promulgating Order No. 
389, that the relocation of the interest 
charged to construction account in its 
required form of Statement of Income 
for the Year (included as a part of Form 
FPC No. 1) to that section of the in
come statement where Other Income 
items were accumulated, was more in 
keeping with the concept that interest 
during construction is essentially an 
allowance1 as compensation for the use 
of funds employed in construction.* It is 
clear, as suggested in Order No. 389, that 
the crediting of an amount as interest 
during construction in the income ac
count does not in fact serve directly to 
reduce to any extent interest charges for 
which a reporting utility is responsible. 
The item is, rather, an amount which in 
the Commission’s view, is and always has 
been additional earnings which in fact 
serve directly to reduce to any extent 
interest charges for which a r e p o r t i n g

1 It may well be that the Title of A cco u n  
432 would be changed from “Interest Charge 
to Construction—Cr.” to “Allowance for Con
struction Funds.” Interested persons sh o u ia  
comment on the desirability or lack ° f "  
sirability of such change in the U n iro rm  
Systems of Accounts Classes C and D a 
in the Uniform Systems of Accounts i 
Classes A and B Public Utilities and Licensee
and Natural Gas Companies.

2 See South Carolina Generating Company- 
Docket No. E—6 5 8 5 ,  19 FPC 8 5 5 , 8 6 2  (1 9 5 8 ) , 
J . R. Barnes, The Economics of Public Utility 
Regulation (F. S. Crofts and Co. 1 9 4 7  e d ) PP- 
4 4 9 - 4 5 0 ;  Foster and Rodey, Public 
Accounting (Prentice Hall, 1 9 5 1  ed) PP- . 
2 7 4 ;  in Graham, Dodd & Cottle, S e c ™  
Analysis Account Principles and T e c h n iq  
( 1 9 6 2 ) , it is stated (p. 2 9 4 )  : „farced

“* * * Rather than treat interest ch®r  ̂
to construction as a credit among 
come deductions, as is called for hy t  t  t 
counting regulations, we believe . s
it should be treated as additional earnings 
and added to gross income. * *
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utility is responsible. The item is, rather, 
an amount which in the Commission’s 
view, is and always has been additional 
earnings which in fact enhance the book 
value of the utility’s assets and the book 
value of its capital shares.

The Commission contemplates the in
clusion in future years of an additional 
appendix to its annual statistics for Class 
A and Class B Public Utilities and Li
censees in which will be included cal
culations on a uniform basis of interest 
coverages of reporting utilities. The re
location of the interest charged to con
struction item in the Form FPC No. 1 
was intended to provide for a reporting 
requirement which is consistent with the 
essential characteristics of the item 3 
while, at the same time, providing a basis 
whereby State and other agencies which 
administer legal investment and other 
laws would be in a position, if they so 
desire, to continue practices previously 
employed in calculating interest cover
ages required under such statutes.

The Commission has in this notice of 
proposed rulemaking proposed action for 
Class C and D Public Utilities and Li
censees similar to that effected in Order 
No. 389 with the view that, by so doing, 
the Commission can afford interested 
persons an opportunity to comment on 
the desirability, or lack of desirability of 
action of the type proposed.' If, as a re
sult of comments received, the Commis
sion deems it desirable to take in this 
rulemaking procedure action different 
than that taken in Order No. 389 with 
respect to this item, the Commission 
would then, after appropriate notice, 
propose the making of a similar change 
in the Uniform System of Accounts for 
Class A and Class B Public Utilities and 
Licensees.

The principal proposed changes to the 
Uniform Systems of Accounts are:

A. The elimination of the “Miscel
laneous Debits to Surplus” and “Mis
cellaneous Credits to Surplus” accounts, 
and the addition of five new accounts 
entitled: “Gain on Disposition of Prop
erty,” “Loss on Disposition of Property,” 
“Extraordinary Income,” “Extraordinary 
Deductions,” and “Adjustments to Re
tained Earnings.”

B. The modification of certain ac
counts so that all income taxes will be 
recorded in Account 409, Income Taxes, 
rather than being dispersed among sev
eral accounts as is presently the case. 
Also, the modification will require main
taining income tax accounts in such a 
manner to allow identification of the 
taxes as related to utility operating in
come, other income and deductions and 
extraordinary items.

c - Prescription of three new accounts 
(Account 255, Accumulated deferred in-

Such action is also consistent with the 
procedure specified by the Securities and Ex- 

ange Commission for calculations under 
8-1 • S-7, and S-9 adopted pursuant 

the Securities Act of 1933 where in the 
vin Û«(iti0ns each such form, it is pro- 
, ec* the case of utilities, interest credits 

BTrvc8e<̂  t°  construction shall be added to 
f . s income and not deducted from interest.

vestment tax credits; 411.3, Investment 
tax credit adjustments; and 420, Invest
ment tax credits) for Class C and Class 
D Natural Gas Companies only.

D. Modification of deferred tax ac
counts to allow identification of the 
taxes as related to utility operation in
come and other income and deductions.

The major recommended changes to 
Annual Report Forms Nos. 1-F and 2-A,4 
as set forth below, include:

A. - In  the Income Statement:
(1) The addition of a new section 

“Extraordinary Items.”
(2) The reporting of both income and 

deferred taxes above and below the line.
(3) The addition of accounts “Gain 

on Disposition of Property,” “Loss on 
Disposition of Property,” “Extraordi
nary Income,” and “Extraordinary 
Deductions.”

(4) The relocation of Account 432, 
Interest Charged to  ̂ Construction— 
Credit, from the Interest Charges section 
to the Other Income and Deductions 
section.

(5) The addition of two notes: One 
note requires disclosure to be made of 
the difference, in dollar amounts, be
tween taxes payable when using liberal
ized depreciation and taxes payable 
under straight line depreciation. The 
other note requires a concise explanation 
of any changes in accounting methods 
during the year which had an effect on 
net income.

B. In the Earned Surplus Statement: 
Revision of the statement title to read 
“Statement of Retained Earnings for the 
Year,” and inclusion of a requirement 
for reporting any adjustments to re
tained earnings. Also, the schedule for
mat and instructions have been altered 
to follow the all inclusive income state
ment concept now prescribed for Class A 
and Class B  utilities.

C. In  the General Information section: 
The addition of reporting telephone 
numbers for persons to be contacted con
cerning the report. This will greatly 
alleviate time and effort when attempting 
to contact these parties.

D. In the Investment Tax Credits 
Generated and Utilized schedule in 
Annual Report Form No. 1-F: A clari
fication of instruction number 1 to make 
reporting of investment tax credits con
sistent for all classes of utilities. There 
will be no added reporting burden.

The proposed amendments to the 
Commission’ŝ  Uniform System of Ac
counts under'the Federal Power Act and 
to FPC Form No. 1-F would be issued 
under the authority granted the Fed
eral Power Commission by the Federal 
Power Act, particularly sections 301, 304, 
and 309 (49 Stat. 854, 855, 858; 16 U.S.C. 
825, 825c, 825h).

The proposed amendments to the Com
mission’s Uniform System of Accounts 
under the Natural Gas Act and to FPC 
Form No. 2-A would be issued under the 
authority granted the Federal Power 
Commission by the Natural Gas Act, 
particularly sections 8, 10, and 16 (52

* Piled as part of the original document.

Stat. 825, 826, 830 (1938); 15 U.S.C. 
717g, 717i, 717o).

Any interested person may submit to 
the Federal Power Commission, Wash
ington, D.C. 20426, not later than 
August 14, 1970, data, views, comments, 
or suggestions, in writing, concerning 
the proposed revised report forms and 
regulations. An original and 14 con
formed copies should be filed with the 
Commission. In  addition, interested 
persons wishing to have their comments 
considered in the clearance of the pro
posed revisions in the report forms under 
the provisions of the Federal Reports 
Act of 1942 may, at the same time, sub
mit a conformed copy of their com
ments directly to the Clearance Officer, 
Office of Statistical Standards, Bureau 
of the Budget, Washington, D.C. 20503. 
Submissionsv to the Commission should 
indicate the name, address, and tele
phone number of the person to whom 
correspondence in regard to the proposal 
should be addressed, and whether the 
person filing them requests a conference 
at the Federal Power Commission to dis
cuss the proposed revisions in the report 
forms and regulations. The Commission 
will consider all such written submissions 
before acting on the matters herein 
proposed.

A. The following are proposed amend
ments and revisions to the Uniform 
System of Accounts for Class C Public 
Utilities and Licensees in Part 104, Chap
ter 1, Title 18 of the Code of Federal 
Regulations:

1. In the Definitions section of Part 
104, immediately following definition 
“27. Replacing or replacement,” add a 
new definition-“28. Retained earnings,” 
and beginning with definition “28. R e
tirement units,” renumber remaining 
definitions 28 through 33 as 29 through 
34. New definition 28 will read:

Definitions
* * * * *

28. “Retained Earnings” (formerly 
earned surplus) means the accumulated 
net income of the utility less distribution 
to stockholders and transfers to other 
capital accounts.

'* * * * *
2. Amend the General Instructions 

section of Part 104 as follows:
(a) In instruction “2. Records.” amend 

the title of account 426 in paragraph E 
by deleting the word “Other” and sub
stituting the word “Miscellaneous” there
for, so that as amended this account title 
will read-account “426, Miscellaneous 
Income Deductions.”

(b) In instruction “3. Numbering Sys
tem,” amend paragraph A by deleting 
the numbers “400-439” assigned to In
come accounts and substituting the num
bers “400-432, 434-435” therefor. Im
mediately following Income accounts, 
insert the following new item “433, 
436-439 Retained earnings accounts.”

(c) Immediately following instruction 
“7. Accounting to be on Accrual Basis” 
add new general instructions “8. Ex
traordinary Items” and “9. Prior Period 
Items” and beginning with instruction 
“8. Distribution of Pay and Expenses of
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Employees,” renumber remaining in
structions 8 through 12 as 10 through 
14.

(d) Amend subparagraph (d) of re
numbered instruction ”14. Separate Ac
counts or Records for Each Licensed 
Project” by deleting the word “surplus” 
and substituting the. words “retained 
earnings” therefor.

As so revised, the amended portions of 
the General Instructions section of Part 
104 will read:

General Instructions 
* * * * *

2. Records.
* * * * *

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 
included in account 426, Miscellaneous 
Income Deductions.

* * * * *
3. Numbering System.
^  * * *

400-432, 434-435 Income accounts.
433, 436-439 Retained earnings accounts.

♦ * * * *
8. Extraordinary Item s.
I t  is the intent that net income shall 

reflect all items of profit and loss during 
the period with the sole exception of 
prior period adjustments as described in 
paragraph 9 below. Those items related 
to the effects of events and transactions 
which have occurred during the current 
period and which are not typical or cus
tomary business activities of the com
pany, shall be considered extraordinary 
items. Accordingly, thfey will be events 
and transactions of significant effect 
which would not be expected to recur 
frequently and which would not be con
sidered as recurring factors in any eval
uation of the ordinary operating 
processes of business. (In determining 
significance, items of a similar nature 
should be considered in the aggregate. 
Dissimilar items should be considered 
individually; however, if they are few in 
number, they may be considered in ag
gregate.) To be considered as extraordi
nary under the above guidelines, an item 
should be more than approximately 5 
percent of income, computed before ex
traordinary items. Commission approval 
must be obtained to treat an item of less 
than 5 percent, as extraordinary. (See 
accounts 434, Extraordinary income and 
435, Extraordinary deductions.)

9. Prior Period Item s.
A. As a general rule, items relating 

to transactions which occurred prior to 
the current calendar year but were not 
recorded in the books of account shall 
be included in the same accounts in 
which they would have been recorded 
had the item been recorded in the proper 
period. Such items relate to events or 
transactions which occurred in a prior 
period or periods, the accounting effects 
of which could not be determined with 
reasonable assurance at the time, usually 
because of major uncertainty then exist

ing. When the amount of a prior period 
item is relatively so large its inclusion 
for a single month would distort the 
accounts for that month, the*amount 
may be distributed in equal amounts to 
the accounts for the current and re
maining months of the calendar year. 
However, if the amount of any prior 
period item is so large that the company 
believes its inclusion in the income state
ment would seriously distort the net in
come for the year, the company may 
request Commission approval to record 
the amount in account 439, Adjustments 
to Retained Earnings. Such a request 
must be accompanied by adequate justi
fication.

B. Treatment as prior period adjust
ments should not be applied to the 
normal, recurring corrections and ad
justments which are the natural result 
of the use of estimates inherent in the 
accounting process. For example, changes 
in the estimated remaining lives of fixed 
assets affect the computed amounts of 
depreciation, but these changes should 
be considered prospective in nature and 
not prior period adjustments. Similarly, 
relatively insignificant adjustments of 
provisions for liabilities (including in
come taxes) made in prior periods should 
be considered recurring items to be re
flected in operations of the current 
period. Some uncertainties, for example 
those relating to the realization of assets 
(collectibility of accounts receivable, ul
timate recovery of deferred costs or 
realizability of inventories or other as
sets) , would not qualify for prior period 
adjustment treatment, since economic 
events subsequent to the date of the 
financial statements must of necessity 
enter into the elimination of any pre
viously existing uncertainty. Therefore, 
the effects of such matters are considered 
to be elements in the determination of 
net income for the period in which the 
uncertainty is eliminated. (See account 
439, Adjustments to retained earnings.)

* * * * *
14. Separate Accounts or Records for  

E ach Licensed Project.
4c *  *  *  *

(d) The credits and debits to operating 
revenue, income, and retained earnings 
accounts that can be identified with and 
directly assigned to the project.

4< * 4c 4< 4c .

3. Amend the Electric Plant Instruc
tions of Part 104 as follows:

(a) In instruction “4. Electric Plant 
Purchased or Sold.” amend the second 
sentence in paragraph F  by deleting “434, 
Miscellaneous Credits to Surplus, or ac
count 435, Miscellaneous Debits to Sur
plus” and substituting therefor “421.1, 
Gain on Disposition of Property or ac
count 421.2, Loss on Disposition of 
Property.”

(b) In instruction “6. Land and Land 
Rights” amend the first sentence in para
graph E by deleting “434, Miscellaneous 
Credits to Surplus, or account 435, Mis
cellaneous Debits to Surplus” and substi
tuting therefor “421.1, Gain oh Disposi
tion of Property, or account 421.2, Loss 
on Disposition of Property.”

(c) In instruction “9. Additions and 
Retirements of Electric Plant.” amend 
the second sentence of paragraph E by 
deleting the words “435, Miscellaneous 
Debits to Surplus, or account 434, Mis
cellaneous Credits to Surplus,” and sub
stituting therefor “421.1, Gain on Dis
position of Property, or account 421.2, 
Loss on Disposition of Property.”

As so revised, the amended portions 
of the Electric Plant Instructions of Part 
104 will read:

Eleçtric Plant Instructions
*  *  *  *  *

4. E lectric Plant P urchased  or Sold.
♦ ♦ ♦ 4* 4!

F. * * * Unless otherwise ordered by 
the Commission, the difference, if any, 
between (a) the net amount of debits 
and "credits and (b) the consideration 
received for the property (less commis
sions and other expenses of making the 
sale), shall be included in account 421.1, 
Gain on Disposition of Property, or ac
count 421.2, Loss on Disposition of 
Property. * * *

4t *  4» *  4:

6. Land and L and Rights.
* * * * *

E. Any difference between the amount 
received from the sale of land or land 
rights, less agents’ commissions and 
other costs incident to the sale, and the 
book cost of such land or rights, shall be 
included in account 421.1, Gain or Dis
position of Property, or account 421.2, 
Loss on Disposition of Property, as 
appropriate, unless a reserve therefor has 
been authorized and provided. * * *

* * 4t * *
9. Additions and R etirem ents of Elec

tric Plant.
* * * * *

E. * * * -If the land is sold, the dif
ference between the book cost (less any 
accumulated „provision for depreciation 
or amortization therefor which has been 
authorized and provided) and the sale 
price of the land (less commissions and 
other expenses of making the sale) shall 
be included in account 421.1, Gain on 
Disposition of Property, or account 421.2, 
Loss on Disposition of Property, as 
appropriate. * * *

4s *  4c *  *

4. In the chart of Balance Sheet 
Accounts, amend account titles 215 and 
216 by deleting the words “earned sur
plus” and substituting the words “re
tained earnings” therefQr. As so r e v is e d  
these account titles will read:

Balance Sheet Accounts 
(Chart of Accounts)

4c 4c ♦  4c *

LIABILITIES AND O T H E R  C R E D I T S  

5 . P r o p r ie t a r y  Ca pit a l

* * * * *
215* Appropriated retained earnings.
216* Unappropriated retained earnings.

* * * * *
5. Account “110 Accumulated provision 

for depreciation and amortization of 
electric plant,” is amended as follows.
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In paragraph A, delete subparagraph 
(2) and redesignate subparagraphs (3) 
through (5) as (2) through (4). In  the 
second sentence in paragraph E, delete 
the word “surplus” and substitute the 
words “retained earnings” therefor. The 
amended portion of paragraph E will 
read:
110 Accumulated provision for deprecia

tion and amortization of electric 
plant.
* * * * *

E. * * * It  shall not transfer any 
portion of this account to retained earn
ings or make any other use thereof with
out authorization by the Commission.

6. In account “124 Other investments,” 
amend the final sentence in Note C by 
deleting the words “435, Miscellaneous 
Debits to Surplus,” and substituting 
therefor “426.5, Other Deductions.” As 
so amended, the final sentence in Note 
C will read:
124 Other investments.

* * * * *
No te  C: * * * When securities are writ

ten off or written down, the amount of the 
adjustment shall be charged to account 426.5, 
Other Deductions, or to an appropriate ac
count for provisions for loss in value estab
lished as a separate subdivision of this 
account.

7. In account “183 Other deferred 
debits,” amend the final sentence in sub- 
paragraph A (l) by deleting the words 
“435, Miscellaneous Debits to Surplus,” 
and substituting therefor “426.5, Other 
Deductions.” As so amended, the final 
sentence in subparagraph A (l) will 
read:
183 Other deferred debits.

A. * * *
(1) * * * if  the work is abandoned, 

the charge shall be to account 426.5, 
Other Deductions, or to the appropriate 
operating expense accounts.

8. In account “213, Discount on capi
tal stock,” amend paragraphs B  and C 
by deleting the words “435, Miscellaneous 
D e b i t s  to Surplus” and substituting 
therefor “439, Adjustments to Retained 
Earnings,”. As so revised, paragraphs B 
and C of account 213 will read:
8 213 Discount on capital stock.

* * * * *
B. When capital stock which has been 

actually issued is retired, the amount in 
this account applicable to the shares re
tired shall be writen off to account 207, 
Other Paid-in Capital, provided, how
ever, that the amount shall be charged 
to account 439, Adjustments to Retained 
Earnings, to the extent that it exceeds 
the balance in account 207.

C. The utility may amortize the bal
ance in this account by systematic 
charges to account 425, Miscellaneous 
amortization, or it may write off capital
lock discount in whole or in part by 

charges to account 439, Adjustments to 
detained Earnings.

9- In account “214, Capital stock ex
pense” amend paragraphs B  and C by 
deleting the words “435, Miscellaneous 
Debits to Surplus” and substituting

therefor, “439, Adjustments to Retained 
Earnings.” As so revised, paragraphs B  
and C of account 214 will read:
214 Capital stock expense. 

* * * * *
B. When capital stock which has been 

actually issued by'the utility is retired, 
the amount in this account applicable 
to the shares retired shall be written off 
to account 207, Other Paid-in Capital, to 
the extent of gains on resale or cancel
lation of reacquired stock includible 
therein; provided, however, that the 
amount shall be charged to account 439, 
Adjustments to Retained Earnings, to 
the extent that it exceeds the balance in 
account 207, from such source.

C. The utility may amortize the bal
ance carried in this account by system
atic charges to account 425, Miscel
laneous Amortization, or it may write off 
capital stock expense in whole or in part 
by charges to account 493, Adjustments 
to Retained Earnings.

10. Account “215, Appropriated earned 
surplus” is amended by deleting the 
words “earned surplus” from the ac
count title and the first sentence of the 
text and substituting the words “retained 
earnings” therefor. And so amended, 
these,portions of account 215 will read:
215 Appropriated retained earnings.

This account shall include the amount 
of retained earnings which has been ap
propriated or set aside for specific pur
poses. * * *

11. Account “216, Unappropriated 
earned surplus” is amended by deleting 
the words “earned surplus” from the ac
count title and substituting the words 
“retained earnings” therefor, and by 
deleting the word “surplus” from the 
first sentence of the text and substitut
ing the words “retained earnings” there
for. The amended portions of account
216 will read:
216 Unappropriated retained earnings.

This account shall include the balance, 
either debit or credit, of unappropriated 
retained earnings arising from earn
ings. * * *

12. In account “217, Reacquired cap
ital stock,” amend paragraph B by de
leting “435, Miscellaneous Debits to Sur
plus” and substituting therefor “439, 
Adjustments to Retained Earnings.” As 
amended paragraph B  will read:
217 Reacquired capital stock. 

* * * * *
B. When reacquired capital stock is 

retired or canceled, the difference be
tween its cost, including commissions 
and expenses paid in connection with 
the reacquisition, and its par or stated 
value plus any premium and less any 
discount and expenses applicable to the 
shares retired, shall be debited or cred
ited, as appropriate, to account 207, 
Other Paid-in Capital, provided, how
ever, that debits shall be charged to ac
count 439, Adjustments to Retained 
Earnings, to the extent that they exceed 
"the balance of gains on resale or can

cellation of reacquired stock included in 
account 207.

*  *  $  *  *

13. In account “221, Bonds” amend 
paragraph B by deleting “434, Miscella
neous Credits to Surplus, or account 435, 
Miscellaneous Debits to Surplus,” and 
substituting therefor “428, Amortization 
of Debt Discount and Expense or ac
count 429, Amortization of Premium on 
Debt-Cr.” As amended, paragraph B will 
read:
221 Bonds.'

* * * * *
B. When bonds are reacquired, the 

difference between face value, adjusted 
for unamortized discount, expense or 
premium and the amount paid upon 
reacquisition, shall be included in ac
count 428, Amortization of Debt Discount 
and Expense, or account 429, Amortiza
tion of Premium on Debt-Cr., as appro
priate.

14. In  account “236, Taxes accrued,” 
amend the last sentence in paragraph 
B by deleting the remainder of the sen
tence after the word “expenses,” and 
substituting therefor “see general in
struction 9, for treatment.” As amended, 
this portion of paragraph B will read:
236 Taxes accrued.

* * * * *
B. * * * However, if such corrections 

are so large as to seriously distort current 
expenses, see general instruction 9, for 
treatment.

* * * * *
15. In account “255, Accumulated de

ferred investment tax credits,” amend 
paragraphs A and B by deleting the 
number “411.1” wherever it appears and 
substituting therefor the number “411.3.”

16. In account “265, Miscellaneous 
operating reserves,” amend the note by 
deleting the words “Earned Surplus” 
and substituting therefor “Retained 
Earnings.” As so amended, the note will 
read:
265 Miscellaneous operating reserves. 

* * * * *
N o t e : This account includes only such 

reserves as may be created for operating 
purposes and does not include any reserva
tions of income the credits for which should 
be carried in account 215, Appropriated Re
tained Earnings.

17. In account “271, Contributions in 
aid of construction,” amend paragraph 
B  by deleting the words “to earned sur
plus or.” As amended, paragraph B will 
read:
271 Contributions in aid of construction. 

* * * * *
B. The credits to this account shall 

not be transferred to any other account 
without the approval of the Commission.

18. In  the text of Balance Sheet ac
counts, amend prefatory Note B  under 
the heading “11. Accumulated Deferred 
Income Taxes” by inserting the words 
“and nonutility property,” between the 
words “etc.,” and “and” and by deleting 
the remainder of the sentence after the 
word “below” and substituting therefor
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“so as to allow ready identification of 
items relating to each utility department 
and to other Income and Deductions.” 
As so amended. Note B  will read:
11. Accumulated Deferred I ncome T axes 

* * * * *
Note B : Public Utilities and Licensees 

which, in addition to an electric utility de
partment, have another utility department, 
gas, water, etc., and nonutility property, and 
which have deferred taxes on income with 
respect thereto shall classify such deferrals 
in the accounts provided below so as to allow 
ready identification of items relating to each 
utility department and to Other Income and 
Deductions.

19. In  account “281, Accumulated de
ferred income taxes—Accelerated amor
tization,” amend the second sentence in 
paragraph E by deleting the word “sur
plus” and substituting “retained earn
ings” therefor. As amended, this portion 
of paragraph E will read:
281 A ccu m u la ted  deferred income 

taxes— Accelerated amortization.
♦ * * * *

E. * * * I t  shall not transfer the bal
ance in this account or any portion 
thereof to retained earnings or make any 
use thereof except as provided in the 
text of this account without prior ap
proval of the Commission. * * *

20. In  account “282, Accumulated de
ferred income taxes—Liberalized depre
ciation,” amend the second sentence in 
paragraph E by deleting the world “sur
plus” and substituting “retained earn
ings,” therefor. As amended, this por
tion of paragraph E will read:
282 A ccu m u la ted  deferred income 

taxes— Liberalized depreciation.
* * * * *

E. * * * I t  shall not transfer the bal
ance in the account or any portion there
of to retained earnings or make any use 
thereof except as provided in the text of 
this account without prior approval of 
the Commission. * * *

21. In  account “283, Accumulated de
ferred income taxes—Other,” amend the 
second sentence in paragraph D by de
leting the world “surplus” and substitut
ing “retained earnings,” therefor. As 
amended this portion of paragraph D 
will read:
283 A ccu m u la ted  deferred income 

taxes-—Other.
* * * I ♦ ♦

D. * * * It  shall not transfer the 
balance in the account or any portion 
thereof to retained earnings or make 
any use thereof except as provided in 
the text of this account without prior 
approval of the Commission. * * *

22. In  account “302, Franchises and 
consents,” amend the last sentence in 
paragraph B  and the first sentence in 
paragraph C by deleting the words “435, 
Miscellaneous Debits to Surplus” and 
substituting therfor “426.5, Other De
ductions.” As amended those portions of 
paragraphs B  and C will read:

| 302 Franchises and consents.
i  * *  * * *

B. * * * Any excess of the amount 
actually paid by the utility over the 
amount above specified shall be charged 
to account 426.5, Other Deductions.

C. When any franchise has expired, 
the book cost thereof shall be credited 
hereto and charged to account 426.5, 
Other Deductions, or to account 110, 
Accumulated Provision for Depreciation 
and Amortization of Electric Plant, as 
appropriate.

23. In  account “303, Miscellaneous in
tangible plant,” amend paragraph B by 
deleting the words “435, Miscellaneous 
Debits to Surplus” and substituting 
therefor “426.5, Other Deductions.” As 
amended, paragraph B will read:
303 Miscellaneous intangible plant.

* * ♦ * *
B. When any item included in this 

account is retired or expires, the book 
cost thereof shall be credited hereto and 
charged to account 426.5, Other Deduc
tions, or account 110, Accumulated Pro
vision for Depreciation and Amortization 
of Electric Plant, as appropriate.

24. Revise the chart of Income 
Accounts to read as follows:

Income Accounts 
(Chart of Accounts)

1. U t i l i t y  O p e r a t in g  I n c o m e

400 Operating revenues.
Operating expenses:

401 Operation expense.
402 M aintenance expense.
403 Depreciation expense.
404 Amortization of lim ited-term  elec

tric  plant.
405 Amortization of other electric plant.
406 Amortization of electric plant acqui

sition adjustments.
407 Amortization of property losses.
408 Taxes other than  income taxes.
408.1 Taxes other than  income taxes, utility

operating income.
409 Income taxes.
409.1 Income taxes, utility operating in

come.
410 Provision for deferred income taxes.
410.1 Provision for deferred income taxes,

utility operating income.
411 Income taxes deferred in prior years—

Cr.
411.1 Income taxes deferred in prior years—  

! Cr., utility operating income.
411.3' Investment tax  credit adjustments.
411.4 Investment ta x  credit adjustm ents, 

utility operations.
Total electric utility operating 

income.
Net electric utility operating 

income.
Other Operating Income:

412 Revenues from electric plant leased
to  others.

413 Expenses of electric plant leased to
others.

414 Other utility operating income.
Net utility operating income.

2 . O t h e r  I n c o m e  a n d  D e d u c t io n s  

a . o t h e r  in c o m e

415 Revenues from merchandising, job
bing, and contract work.

416 Costs and expenses of merchandising,
jobbing, and contract work.

417 Revenues from nonutility operations.
417.1 Expenses of nonutility operations.

418 Nonoperating rental income.
419 Interest and dividend income.
421 Miscellaneous nonoperating income.
421.1 Gain on disposition of property.

Total other income.
B . O T H E R  IN C O M E  D E D U C TIO N S

421.2 Loss on disposition of property.
425 Miscellaneous amortization.
426 Miscellaneous income deductions.
426.1 Donations.
426.2 Life insurance.
426.3 Penalties.
426.4 Expenditures for certain civic, po

litical and related activities.
426.5 Other deductions.

Total other income deductions. 
Total other income and deduc

tions.
C . T A X E S A P P L IC A B L E  TO  O T H E R  IN C O M E  AND

D E D U C T IO N S

408.2 Taxes other than income taxes, other
income and deductions.

409.2 Income taxes, other income and
deductions.

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

411.2 Income taxes deferred in prior years—
Cr., other income and deductions.

411.5 Investment tax credit adjustments,
nonutility operations.

420 Investment tax credits.
Total taxes on other income and 

deductions.
Net other income and deductions.
3 . I n t e r e s t  C h a r g e s

427 Interest on long-term debt.
428 Amortization of debt discount and

expense.
429 Amortization of premium on debt—

Cr.
430 Interest on debt to associated com

panies.
430 Interest on debt to associated com

panies.
431 Other interest expense.

Total interest charges.
432 Interest charged to construction—Cr.

Income before extraordinary 
items.

4 . E x t r a o r d in a r y  I t e m s

434 Extraordinary income.
435 Extraordinary deductions.
4 0 9 .3 Income taxes, extraordinary items.

Net income.
25. Amend account “408, Taxes other 

than income taxes,” as follows. Amend 
paragraph A by deleting the words 
“which are properly chargeable to elec
tric operations.” Add new paragraph D. 
Delete Notes A and D and redesignate 
Notes B, C, E, and F  as Notes A, B, C, and
D. Add new note E. As amended, these 
portions of account 408 will read:
408 Taxes other than income taxes.

A. This account shall include the 
amount of ad valorem, gross revenue or 
gross receipts taxes, State unemployment 
insurance, franchise taxes, Federal ex
cise taxes, social security taxes,- and all 
other taxes assessed by Federal, State, 
county, municipal, or other local gov
ernmental authorities, except income 
taxes.

* * * * *
D. This account shall be maintained 

according to the subaccounts 408.1 ana
408.2 inclusive, shown below.
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No t e  A: Special assessments for street and 
similar improvements shall he included in 
the appropriate utility plant or nonutility 
property account.

Note B: Taxes specifically applicable to 
construction shall be included in the cost 
of construction.

Note C : Gasoline and other sales taxes 
shall be charged as far as practicable to the 
same account as the materials on which 
the tax is levied.

Note D: Social Security and other forms 
of so-called pay roll taxes shall be distributed 
to utility departments and to nonutility 
functions on a basis related to pay roll. 
Amounts applicable to construction shall be 
charged to the appropriate plant account.

Note E: Interest on tax refunds or defi
ciencies shall not be included in this account 
but in account 419, Interest and Dividend 
Income, or 431, Other Interest Expense, as 
appropriate.

26. Immediately following account 
“408, Taxes other than income taxes,” 
add new subaccounts 408.1 and 408.2, 
which will read as follows
408.1 Taxes other than income taxes, 

utility operating income.
This -account shall include those taxes 

recorded in account 408, Taxes Other 
Than Income Taxes, which relate to util
ity operating income. This account shall 
be maintained so as to allow ready iden
tification of taxes relating to Utility 
Operating Income (by department), 
Utility Plant Leased to Others and Other 
Utility Operating Income.
408.2 Taxes other than income taxes, 

other income and deductions.
This account shall include those taxes 

recorded in account 408, Taxes Other 
Than Income Taxes, which relate to 
Other Income and Deductions.

27. Account “409, Income Taxes” is 
amended as follows. In the first sentence 
in paragraph A insert the word “income” 
between the words “federal” and “taxes.” 
In the second sentence in paragraph A, 
delete the * remainder of the sentence 
after the word “adjusted” and substitute 
therefor “by a charge or credit to this 
account, unless such adjustment is prop
erly includible in account 439, Adjust
ments to Retained Earnings, so that this 
account as nearly as can be ascertained 
shall include the actual taxes payable by 
the utility (See general instruction 9 for 
prior period adjustments).” Revise para
graph B. Add a new paragraph C. Delete 
notes B, c, and D. Redesignate Note E  as 
Note B. As so amended, account 409 will 
read:
409 Income taxes.

A. This account shall include the 
amount of State and Federal income 
taxes on income properly accruable dur
ing the period covered by the income 
statement to meet the actual liability 
lor such taxes. Concurrent credits for 
the tax accruals shall be made to account 
•¿36, Taxes Accrued, and as the exact 
amount of taxes becomes known, the 
current tax accruals shall be adjusted 
oy a charge or credit to this account,
i su°k adjustment is properly in

cludible in account 439, Adjustments to 
detained Earnings, so that this account
s nearly as can be ascertained shall in-

PROPOSED RULE MAKING
elude the actual taxes payable by the 
utility. (See general instruction 9 for 
prior period adjustments.)

B . ^The accruals for income taxes shall 
be apportioned among utility depart
ments and to Other Income and Deduc
tions so that, as nearly as practicable, 
each tax shall be included in the ex
penses of the utility department or Other 
Income and Deductions, the income from 
which gave rise~ to the tax. The income 
tax effect of amounts recorded in ac
count 439, Adjustments to Retained 
Earnings shall be recorded in that ac
count. The tax effect relating to interest 
charges shall be allocated between utility 
and nonutility operations. The basis for 
this allocation shall be the ratio of net 
investment in utility plant to net invest
ment in nonutility plant.

C. This account shall be maintained 
according to the subaccounts 409.1, 
409.2, and 409.3 inclusive, shown below.

N o t e  A: Taxes assumed by the utility on 
interest shall be charged to account 431, 
Other Interest Expense.

N o t e  B: Interest on tax refunds or defi
ciencies shall not be -included in this ac
count but in account 419, Interest and Divi
dend Income, nr account 431, Other Interest 
Expense, as appropriate.

28. Immediately following account 
“409, Income taxes,” add new subac
counts 409.1, 409.2, and 409.3 which will 
read as follows:
409.1  Income taxes, utility operating 

income.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
which relate to utility operating income. 
This account shall be maintained so as 
to allow ready identification of tax 
effects (both positive and negative) 
relating to Utility Operating Income (by 
departments), Utility Plant Leased to 
Others and Other Utility Operating In
come.
409.2  Income taxes, other income and 

deductions.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which relate 
to Other Income and Deductions.
409.3  Income taxes, extraordinary items.

.This account shall include the amount 
of thpse State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which relate 
to Extraordinary Items.

29. In  account “410, Provision for de
ferred income taxes,” designate present 
paragraph as “A.” Add a new paragraph 
B  which will read as follows:
410  Provision for deferred income taxes.

A. * * *
B. This account shall be maintained 

according to the subaccounts 410.1 and
410.2 inclusive, as shown below.

30. Immediately following account 
“410, Provision for deferred income 
taxes,” add new subaccounts 410.1 and
410.2 which will read as follows:
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410.1 Provision for deferred income 
taxes, utility operating income. 
* * * * *

This account shall include the amount 
of those deferred income taxes reflected 
in account 410, Provision for Deferred 
Income Taxes which relate to Utility 
Operating Income (by department).
410.2  Provision for deferred income 

taxes, other income and deductions.
This account shall include the amount 

of those deferred income taxes reflected 
in account 410, Provision for Deferred 
Income Taxes which relate to Other 
Income and Deductions.

31. In account “411, Income taxes de
ferred in prior years—Credit,” designate 
present paragraph as “A” and add a new 
paragraph “B ” which will read as 
follows:
411 Income taxes deferred in prior 

years— Credit.
^  #
B. This account shall be maintained 

according to the subaccounts 411.1 and
411.2 inclusive, as shown below.

32. Immediately following account 
“411, Income taxes deferred in prior 
years—Credit,” add new subaccounts
411.1 and 411.2 which will read as 
follows:
411.1  Income taxes deferred in prior 

years— Credit, utility o p e ra tin g  
income.

This account shall include the amount 
of those taxes deferred in prior years— 
credit, reflected in account 411, Income 
Taxes Deferred in Prior Years—Credit 
which relate to Utility Operating Income 
(by department).
411.2 Income taxes deferred in prior 

years— Credit, other income and 
deductions.

This account shall include the amount 
of those taxes deferred in prior years— 
credit, reflected in account 411, Income 
Taxes Deferred in Prior Years—Credit 
which relate to Other Income and 
Deductions.

33. Redesignate account “411.1, In 
vestment tax credit adjustments” as 
account “411.3,” and add a new para
graph “C.” to the text of the account. 
The amended portion of redesignated 
,account 411.3 will read:
411.3  Investment tax credit adjustments. 

* * * * — *
C. This account shall be maintained 

according to the subaccounts 411.4 and
411.5 inclusive, as shown below.

34. Immediately following redesig
nated account “411.3, Investment tax 
credit adjustments,” add new subac
counts 411.4 and 411.5, which will read 
as follows:
411.4  Investment tax credit adjustments, 

utility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Utility Operations (by 
department).
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411.5  Investment tax credit adjustments, 

nonutility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Nonutility Operations.

35. Amend paragraph B  of the ex
planatory text following accounts “412, 
Revenues from electric plant leased to 
others,” and “413, Expenses of electric 
plant leased to others,” by deleting the 
items “Taxes Other Than Income Taxes” 
and “Income Taxes.” Immediately fol
lowing the list of items in paragraph B, 
add a note. As amended, paragraph B 
and the note will read:
412 Revenues from electric plant leased 

to others.
413 Expenses of electric plant leased to 

others.
*  *  *  *  *

B. The detail of expenses shall be kept 
or supported so as to show separately 
the following:

Operation.
Maintenance.
Bents.
Depreciation.
Amortization.
No te : Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes, 
identified separately.

36. In  account “414, Other utility 
operating income,” amend paragraph B 
by deleting the word “taxes.” Immedi
ately following paragraph B, add a note, 
As amended, these portions of account
414 will read:
414 Other utility operating income.

* * * * *
B. The expenses shall include every 

element ‘of cost incurred in such opera
tions, including depreciation, rents, and 
insurance.

No te : Belated operating taxes shall be 
recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes, 
identified separately.

37. In the text of Income Accounts, 
amend the heading “2. Other Income” by 
adding the words “and Deductions,” so 
that as amended this heading will' read:

2. Other I ncome and Deductions

38. Redesignate as “Note A,” the note 
following the text of accounts “415, 
Revenues from merchandising, jobbing 
and contract work.” and “416, Costs and 
expenses of merchandising, jobbing and 
contract work.” Immediately following 
redesignated “Note A,” add new Note B. 
From the list of items, delete item “24. 
Taxes directly assignable to merchandise 
and jobbing operations including income 
taxes on net income derived therefrom,” 
and redesignate item “25. Losses from 
uncollectible merchandise and jobbing 
accounts” as item 24. New Note B will 
read:

415 Revenues from merchandising, job
bing, and contract work.

416 Costs and expenses of merchandis
ing, jobbing, and contract worW
*  *  *  *  *

No t e A: * * *
Note B: Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes, and income taxes shall be 
recorded in account 409, Income Taxes.

39. Amend account “417, Income from 
nonutility operations,” as follows. Delete 
the word “Income” from the account title 
and substitute the word “Revenue.” Im 
mediately following the amended title of 
account 417, add the following new ac
count title “417.1, Expenses of nonutility 
operations.” In the first sentence in para
graph A, delete the words “This account” 
and substitute the words “These ac
counts.” Delete the items “Taxes Other 
T h a n , Income Taxes” and “Income 
Taxes” from the list of items in para
graph B. Immediately following the list 
of items in paragraph B, add a new Note: 
The amended portions of accounts 417 
and 417.1 will read:
417 Revenues from nonutility opera

tions.
417.1 Expenses of nonutility operations.

A. These accounts * * *
B. The expenses shall include all ele

ments of costs incurred in such op
erations and the accounts shall be 
maintained so as to permit ready 
summarization as follows:

Operation.
Maintenance.
Bents.
Depreciation.
Amortization.
No te : Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

40. In account “418, Nonoperating 
rental income,” amend paragraph A by 
deleting “account 417” and substituting 
“accounts 417 or 417.1.” Amend para
graph B  by deleting from the list of 
items “Taxes Other Than Income Taxes” 
and “Income Taxes” and by adding a 
note. As amended account 418 will read:
418 Nonoperating rental income.

A. This account shall include all rent 
revenues and related expenses of land, 
buildings, or other property included in 
account 121, Nonutility Property, which 
is not used in operations covered by 
accounts 417 or 417.1.

B. The expenses shall include all ele
ments of costs incurred in the ownership 
and rental of the property and the ac
counts shall be maintained so as to 
permit ready summarization as follows:

Operation.
Maintenance.
Bents.
Depreciation.
Amortization.
No te : Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

41. In  account 419, Interest and divi
dend income, delete paragraph “B ” and 
redesignate paragraphs “C” and “D” as 
“B ” and “C.” Amend redesignated para
graph “C” by deleting the word “includ
ing” and substituting the word “exclud
ing” therefor. Immediately following 
redesignated paragraph “C” add new 
Note A and redesignate present note as 
Note B. The amended portions of 
account 419 will read:
419 Interest and dividend income.

♦ * * * *
B. This account may include the pro 

rata amount necessary to extinguish 
(during the interval between the date 
of acquisition and the date of maturity) 
the difference between the cost to the 
utility and the face'-value of interest- 
bearing securities. Amounts thus credited 
or charged shall be concurrently in
cluded in the accounts in which the 
securities are carried.

C. Where significant in amount, ex
penses, excluding operating taxes and 
income taxes, applicable to security in
vestments and to interest and dividend 
revenues thereon shall be charged hereto.

Note  A: Belated operating taxes shall be 
recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

Note  B: Interest accrued, the payment of 
which is not reasonably assured, dividends 
receivable which have not been declared or 
guaranteed, and interest or dividends upon 
reacquired securities issued or assumed by 
the utility, shall not be credited to this 
account.

42. In  account “421, Miscellaneous 
nonoperating income,” amend the first 
paragraph by inserting the words “, ex
cept taxes,” immediately after the word 
“items” in the first sentence and by 
adding the following sentence “Related 
operating taxes shall be recorded in ac
count 408, Taxes Other Than Income 
Taxes and income taxes shall be recorded 
in account 409, Income Taxes.” Add new 
item 3 to the list of items. The amended 
portions of account 421 will read:
42 1  Miscellaneous nonoperating income.

This account shall include all revenue 
and expense items, except taxes, properly 
includible in the income account and not 
provided for elsewhere. Related operating 
taxes shall be recorded in account 408, 
Taxes Other Than income Taxes and 
income taxes shall be recorded in account 
409, Income Taxes.

I t e m s

* * * *
3. Gain on disposition of investments an d  

reacquisition and resale or retirement o 
utility’s debt securities and investments.

43. Immediately following account 
“421, Miscellaneous nonoperating in
come,” add new accounts 421.1 and 421-« 
which will read as follows:
421.1 Gain on disposition of property.

This account shall be credited with the 
gain on the sale, conveyance, exchange 
or transfer of utility or other proper y
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to another. (See electric plant instruc
tion 4F, 6E, or 9E.) Record income taxes 
on gains recorded in this account in ac
count 409, Income Taxes.
421.2 Loss on disposition of property.

This account shall be charged with the 
loss on the sale, conveyance, exchange or 
transfer of utility or other property to 
another. (See electric plant instruction 
4F, 6E, or 9E.) Record the reductions in 
income taxes attributable to losses re
corded in this account in account 409, 
Income Taxes.

44. In the text of Income Accounts, 
delete the heading “3. Miscellaneous In 
come Deductions.”

45. In account “425, Miscellaneous 
amortization,” delete the last sentence in 
the first paragraph. The amended por
tion of account 425 will read:
425 Miscellaneous amortization.

This account shall include amortiza
tion charges not includable in other ac
counts which are properly deductible in 
determining the income of the utility be
fore interest charges. Charges includable 
herein, if significant in amount, must be 
in accordance with an orderly and sys
tematic amortization program.

* * * * *
46. In account “426, Other income de

ductions,” amend the account title by 
deleting the word “Other” and substitut
ing the word “Miscellaneous.” Immedi
ately following the first • paragraph of 
the account, insert the text of the note 
now located under account “426.5, Other 
deductions.” The amended portions of 
account 426 will read:
426 Miscellaneous income deductions. 

* * * * *
Note: The classification of expenses as 

nonoperating and their inclusion in this ac
count is for accounting purposes. It does 
not preclude Commission consideration of 
proof to the contrary for ratemaking or other 
purposes.

47. In account “426.5, Other deduc
tions,” delete the note and substitute 
therefor a list of items. As amended, 
account 426.5 will read:
426.5 Other deductions.

This account shall include other mis
cellaneous expenses which are nonoper
ating in nature, but which are properly 
deductible before determining total in
come before interest charges.

I tem s

1. Loss relating to investments in secui 
ties written off or written down.

2. Loss on sale of investments.
3. Loss on reacquisition, resale, or retir 

ment of utility’s debt securities.
4. Preliminary survey and investigate 

expenses related to abandoned projects, wh< 
not written off to the appropriate operatii 
expense account.

the text of Income Accounts, 
edesignate the heading “4. Interest 

Charges,” as “3. Interest Charges.”
49. in the text of Income Accounts, 

delete the heading ”5. Earned Surplus” 
and the following accounts classified 
finder that heading: *

433 Balance transferred from income.
434 Miscellaneous credits to surplus?.
435 Miscellaneous debits to surplus.
436 Appropriations of surplus.
437 Dividends declared—Preferred stock.
438 Dividends declared—Common stock.

50. In the text of Income Accounts, 
immediately following account “432, In 
terest charged to construction—Cr.,” add 
a new heading “4. Extraordinary Items” 
and new accounts “434, Extraordinary 
income” and “435, Extraordinary deduc
tions,” which will read as follows:
434 Extraordinary income.

This account shall be credited with 
nontypical, noncustomary, infrequently 
recurring gains, w h i c h  would signifi
cantly distort the current year’s income 
computed before Extraordinary Items, if 
reported other than as extraordinary 
items. The applicable income tax effects 
of this account shall be recorded in ac
count 409, Income Taxes, identified sepa
rately. (See general instruction 8.)
435 Extraordinary deductions.

This account shall be debited with non
typical, noncustomary, infrequently re
curring losses, which would significantly 
distort the current year’s income com
puted before Extraordinary Items, if re
ported other than as extraordinary items. 
The applicable income tax effects of this 
account shall be recorded in account 409, 
Income Taxes, identified separately. (See 
general instruction 8.)

51. Following the text of Income Ac
counts and immediately preceding the 
chart of “Operating Revenue Accounts” 
insert a new section, entitled “Retained 
Earnings Accounts,” which will contain 
the following chart and text of accounts:

Retained Earnings Accounts 
(Chart of Accounts)

216 Unappropriated retained earnings (at 
beginning of period).

433 Balance transferred from income.
436 Appropriations of retained earnings.
437 Dividends declared—Preferred stock.
438 Dividends declared—Common stock.
439 Adjustments to retained earnings.
216 Unappropriated retained earnings (at 

end of period).

Retained Earnings Accounts 
433 Balance transferred from income.

This account shall include the net 
credit or debit transferred from income 
for the year.
436 Appropriations of retained earnings.

This account shall include appropri
ations of retained earnings.

I tem s

1. Appropriations required under terms of 
mortgages, orders of courts, contracts, or 
other agreements.

2. Appropriations required by action of 
regulatory authorities.

3. Other appropriations made at option of 
utility for specific purposes.
437 Dividends declared— P r e f e r r e d  

stock.
A. This account shall include amounts 

declared payable out of retained earnings 
as dividends on actually outstanding pre

ferred or prior lien capital stock issued 
by the utility.

B. Dividends shall be segregated for 
each class and series of preferred stock 
as to those payable in cash, stock and 
other forms. If  not payable in cash, the 
medium of payment shall be described 
with sufficient detail to identify it.
438 Dividends declared— Common stock.

A. This account shall include amounts 
declared payable out of retained earnings 
as dividends on actually outstanding 
common capital stock issued by the 
utility.

B. Dividends shall be segregated for 
each class of common stock as to those 
payable in cash, stock, and other forms. 
If  not payable in cash, the medium of 
payment shall be described with suffi
cient detail to identify it.
439 Adjustments to retained earnings.

A. This account shall include signifi
cant nonrecurring transactions relating 
to prior periods. Other than transactions 
of capital stock as specified in paragraph 
B below, all entries to this account must 
receive prior Commission approval. These 
transactions are limited to those adjust
ments which (a) can be specifically 
identified with and related to the busi
ness activities of particular prior periods, 
and (b) are not attributable to economic 
events occurring subsequent to the date 
of the financial statements for the prior 
period, and (c) depend primarily on de
terminations by persons other than the 
management, and (d) were not suscep
tible of reasonable estimation prior to 
such determination. This account shall 
also include the related income tax 
effects (State and Federal) on items 
included herein. All items included in 
this account shall be sufficiently de
scribed in the entries relating there to as 
to permit ready analysis.

B. Adjustments, charges or credits due 
to losses on reacquisition, resale or re
tirement of the company’s own capital 
stock shall be included in this account. 
(See account 207, Other Paid-in Capital 
for the treatment of gains.)

It em s  $?,
1. Significant nonrecurring adjustments 

or settlements of income taxes.
2. Significant amounts resulting from lit

igation or similar claims.
3. Significant amounts relating to adjust

ments or settlements of utility revenue under 
rate processes.

4. Significant adjustments to plant in serv
ice depreciation and amortization as a result 
of Commission direction.

5. Write off of unamortized capital stock 
expenses.

B. The following are proposed amend
ments and revisions to the Uniform Sys
tem of Accounts for Class D Public 
Utilities and Licensees in Part 105, Chap
ter 1, Title 18 of the Code of Federal 
Regulations:

1. In  the Definitions section of Part 
105, immediately following definition 18. 
add a new definition “19. Retained 
Earnings,” and beginning with definition 
“19. Retirement units” renumber re
maining definitions 19 through 24 as 20 
through 25. New definition 19 will read:
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Definitions

• *  *  *  *

19. “Retained Earnings” (formerly 
earned surplus) means the accumulated 
net income of the utility less distribution 
to stockholders and transfers to other 
capital accounts.

2. Amend the General Instructions sec
tion of Part 105 as follows: Immediately 
following instruction “3. Item Lists” add 
new general instructions “4. Extraordi
nary Items” and “5. Prior Period Items” 
and beginning with instruction “4. Dis
tribution of Pay and Expenses of Em
ployees,” renumber remaining instruc- • 
tions 4. through 6. as 6. through 8. As 
so revised, the amended portions of the 
General Instructions section of Part 105 
will read:

General Instructions'
* * * * *

4. Extraordinary Item s.
I t  is the intent that net income shall 

reflect all items of profit and loss during 
the period with the sole exception of 
prior period adjustments-as described in 
paragraph 5 below. Those items related 
to the effects of events and transactions 
which have occurred during the current 
period and which are not typical or cus
tomary business activities of the com
pany shall be considered extraordinary 
items. Accordingly, they will be events 
and transactions of significant effect 
which would not be expected to recur fre
quently and which would not be consid
ered as recurring factors in any 
evaluation of the ordinary operating 
processes of business. (In determining 
significance, items of a similar nature 
should be considered in the aggregate. 
Dissimilar items should be considered in
dividually; however, if they are few in 
number, they may be considered in ag
gregate.) To be considered as extraor
dinary under the above guidelines, an 
item should be more than approximately 
5 percent of income, computed before 
extraordinary items, Commission ap
proval must be obtained to treat an item 
of less than ¿.percent, as extraordinary. 
(See accounts 434, Extraordinary income 
and 435, Extraordinary deductions.)

5. Prior Period Item s.
A. As a general rule, items relating to 

transactions which occurred prior to the 
current calendar year but were not re
corded in the books of account shall be 
included in the same accounts in which 
they would have been recorded had the 
item been recorded in the proper period. 
Such items relate to events or transac
tions which occurred in a prior period or 
periods, the accounting effects of which 
could nqt be determined with reasonable 
assurance at the time, usually because 
of major uncertainty then existing. When 
the amount of a prior period item is rel
atively so large its inclusion for a single 
month would distort the accounts for 
that month, the amount may be dis
tributed in equal amounts to the accounts 
for the current and remaining months 
of the calendar year. However, if the 
amount of any prior period item is so 
large that the company believes its in
clusion in the income statement would 
seriously distort the net income for the

year, the company may request Commis
sion approval to record the amount in 
account 439, Adjustments to Retained 
Earnings. Such a request must be ac
companied by adequate justification.

B. Treatment as prior period adjust
ments should not be applied to the nor
mal, recurring corrections and adjust
ments which are the natural result of 
the use of estimates inherent in the ac
counting process. For example, changes 
in the estimated remaining lives of fixed 
assets affect the computed amounts of 
depreciation, but these changes should 
be considered prospective in nature and 
not prior period adjustments. Similarly, 
relatively insignificant adjustments of 
provisions for liabilities (including in
come taxes) made in prior periods should 
be considered recurring items to be re
flected in operations of the current peri
od. Some uncertainties, for example 
those relating to the realization of assets 
(collectibility of accounts, receivable, 
ultimate recovery of deferred costs or 
realizability of inventories or other 
assets), would not qualify for prior period 
adjustment treatment, since economic 
events subsequent to the date of the fi
nancial statements must of necessity 
enter into the elimination of any previ
ously-existing uncertainty. Therefore, 
the effects of such matters are considered 
to be elements in the determination of 
net income for the period in which the 
uncertainty is eliminated. (See account 
439, Adjustments to retained earnings.)

3. Amend the second sentence in para
graph B of Electric Plant Instruction “6. 
Electric Plant Retired” by deleting the 
words “434, Miscellaneous Credits to Sur
plus, or account 435, Miscellaneous 
Debits to Surplus” and substituting 
therefor “421.1, Gain on Disposition of 
Property, or account 421.2, Loss on Dis
position of Property.” The amended por
tion of paragraph B will read:

Electric Plant Instructions 
* ♦ * * *

6. Electric Plant Retired.
4« *  *  4c 4c

B. * * * If  the land is sold, the differ
ence between the book cost (less any 
accumulated provision for depreciation 
or amortization therefor which has been 
authorized and provided) and the sale 
price of the land (less commissions and 
other expenses of making the sale) shall 
be included in account 421.1, Gain on 
Disposition of Property or account 421.2, 
Loss on Disposition of Property, as ap
propriate. * * *

4. In the chart of Balance Sheet Ac
counts, amend account titles 215 and 216 
by deleting the words “earned surplus” 
and substituting the words “retained 
earnings” therefor. As amended, these 
account titles will read:

Balance Sheet Accounts 
(Chart of Accounts)

*  *  *  *  *

LIABILITIES AND OTHER CREDITS
5. Proprietary Capital 

• • * * *
215 Appropriated retained earnings.
216 Unappropriated retained earnings.

*  *  *  *  *

5. Account “110, Accumulated provi
sion for depreciation and amortization of 
electric plant” is amended as follows: 
Delete subparagraph A(2) and redesig
nate subparagraphs A(3) through A(5) 
as A(2) through A(4). In the second sen
tence in paragraph D, delete the word, 
“surplus” and substitute “retained earn
ings.” The amended portion of para
graph D will read:
110- Accumulated provision for deprecia

tion and amortization of electric 
plant.
*  4t 4« 4t *

D. * * * It  shall not transfer any 
portion of this account to retained earn
ings or make any other use thereof with
out authorization by the Commission.

6. In  account “183, Other deferred 
debits,” amend the third sentence in sub- 
paragraph A (l) by changing the words 
“435, Miscellaneous Debits to Surplus” 
to read “426.5, Other Deductions.” As 
amended this portion of subparagraph 
A (l) will read:
183 Other deferred debits.

A. * * *
(1) * * * If  the work is abandoned, 

the charge shall be to account 426.5, 
Other Deductions, or to the appropriate 
operating expense account.

7. Account “213, Discount on capital 
stock,” is amended as follows: In para
graph B, change the punctuation and 
words “ : Provided, however, That” to 
read “ ; provided, however, that.” In 
paragraphs B  and C, delete the words 
“435, Miscellaneous Debits to Surplus” 
and substitute “439, Adjustments to Re
tained Earnings.” As amended para
graphs B  and C will read:
213 Discount on capital stock.

* * * * *

B. When capital stock which has been 
actually issued is retired, the amount in 
this account applicable to the shares 
retired shall be written off to account 
207, Other Paid-in Capital; provided, 
however, that the amount shall be 
charged to account 439, Adjustments to 
Retained Earnings, to the extent th at it 
exceeds the balance in account 207.

C. The utility may amortize the bal
ance in this account by systematic 
charges to account 425, Miscellaneous 
Amortization, or it may write off capital 
stock discount in whole or in part to 
account 439, Adjustments to Retained  
Earnings.

8. Account “214, Capital stock ex
pense,” is amended as follows: In para
graph B  change the punctuation and 
words “ : Provided, however, That” to 
read “ ; provided, however, that.” In 
paragraphs B  and C delete the words 
“435, Miscellaneous Debits to Surplus 
and substitute “439, Adjustments to Re
tained Earnings.” As amended, para
graphs B  and C will read:
214 Capital stock expense. 

* * * * *
B. When capital stock which has been 

actually issued by the utility is retired, 
the amount in this account applicable 
to the shares retired shall be written o 
to account 207, Other Paid-in Capital,
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to the e x te n t of gains on resale or can
cellation of reacquired stock includible 
therein; provided, however, that the 
amount shall be charged to account 439, 
A djustm ents to Retained Earnings, to 
the exten t that it exceeds the balance in 
account 207, from such source.

C. The utility may amortize the bal
ance carried in this account by sys
tematic charges to account 425, Miscel
laneous Amortization, or it may write 
off capital stock expense in whole or in 
part by charges to account 439, Adjust
ments to Retained Earnings.

* * * * *
9. Account “215, Appropriated earned 

surplus,” is amended by deleting the 
words “earned surplus” from the account. 
title and the first sentence of the text 
and substituting the words “retained 
earnings” therefor, and by deleting the 
words “appropriated or” in the first 
sentence of the text. As so amended, 
these portions of account 215 will read:
215 Appropriated retained earnings.

This account shall include the amount
of retained earnings which has been ap
propriated or set aside for specific 
purposes. * * *

10. Account “216, Unappropriated 
earned surplus,” is amended by deleting 
the words “earned surplus” from the ac
count title and substituting the words 
“retained earnings” therefor, and by de
leting the word “surplus” from the first 
sentence of the text and substituting the 
words “retained earnings” therefor. The 
amended portions of account 216 will 
read:
216 Unappropriated retained earnings. 

This account shall include the bal
ance, either debit or credit, of un
appropriated retained earnings arising 
from earnings. * * *

11. In account “217, Reacquired cap
ital stock,” amend paragraph B  by de
leting “435, Miscellaneous Debits to 
Surplus” and substituting therefor “439, 
Adjustments to Retained Earnings.” As 
amended paragraph B will read:
217 Reacquired capital stock.

* * * * *
B. When reacquired capital stock is 

retired or canceled, the difference be
tween its cost, including commissions and 
expenses paid in connection with the 
reacquisition, and its par or stated value 
Plus any premium and less any discount 
and expenses applicable to the shares 
retired, shall be debited or credited, as 
appropriate, to account 207, Other Paid- 
in Capital, provided, however, that debits 
shall be charged to account 439, Adjust
ments to Retained Earnings, to the ex
tent that they exceed the balance of 
gains on resale or cancellation of 
reacquired stock included in account 207.

12. In account “218, Noncorporate pro- 
pnetorship,” amend the second sentence 
in Note C by deleting the words “earned 
surplus” and substituting therefor “re-

t . earnings.” The amended portion 
of NoteC will read:
218 Noncorporate proprietorship.

* * * * ♦
Note C: * * * when this option is taken, 
e retained earnings accounts shall be main-

tained and entries thereto shall be made in 
accordance with the texts thereof.

13. In  account “221, Bonds,” amend 
paragraph B by deleting “434, Miscel
laneous Credits to Surplus, or account 
435, Miscellaneous Debits to Surplus,” 
and substituting therefor “428, Amorti
zation of Debt Discount and Expense or 
account 429, Amortization of Premium 
on Debt-Cr.” As amended paragraph B 
will read:
221 Bonds.

* * * * *
B. When bonds are reacquired, the 

difference between face value, adjusted 
for unamortized discount, expense or 
premium and the amount paid upon re
acquisition, shall be included in account 
428, Amortization of Debt Discount and 
Expense or account 429, Amortization of 
Premium on Debt-Cr. as appropriate.

14. In  account “236, Taxes accrued,” 
amend the last sentence in paragraph B 
py  deleting the remainder of the sen
tence after the word “expenses” and sub
stituting therefor “see general instruc
tion 5 for treatment.” As amended, this 
portion of paragraph B will read:
236 Taxes accrued.

$ * $ $ *
B . * * * However, if such corrections 

are so large as to seriously distort cur
rent expenses, see general instructions 5, 
for treatment.

15. In account “255, Accumulated de- 
fered investment tax credits,” amend 
paragraphs A and B  by deleting the 
number “411.1” wherever it appears and 
substituting therefor the number “411.3.”

16. In account “265, Miscellaneous 
operating reserves,” amend the note by 
deleting the words “Earned Surplus” and 
substituting therefor “Retained Earn
ings.” As amended, the note will read:
265 Miscellaneous operating reserves.

* * * * 4«
Note: This account includes only such re

serves as may be created for operating pur
poses and does not include any reservations 
of income the credits for which should be 
carried in account 215, Appropriated Re
tained Earnings.

17. In account “271, Contributions in 
aid of construction,” amend paragraph 
B  by deleting the words “to earned sur
plus or.” As amended paragraph B  will 
read:
271 Contributions in aid of construction.

*  *  *  4c *

B. The credits to this account shall 
not be transferred to any other account 
without the approval of the Commission.

18. In account “302, Franchises and 
consents,” amend the last sentence in 
paragraph B  and the first sentence in 
paragraph C by deleting the words “435, 
Miscellaneous Debits to Surplus” and 
substituting therefor “426.5, Other De
ductions.” As amended, these portions 
of paragraphs B and C will read:

4c 4c 4c 4c 4c

302 Franchises and consents.
B. * * * Any excess of the amount 

actually paid by the utility over the 
amount above specified shall be charged 
to account 426.5, Other Deductions.

C. When any franchise has expired, 
the book cost thereof shall be credited 
hereto and charged to account 426.5, 
Other Deductions, or to account 110, Ac
cumulated Provision for Depreciation 
and Amortization of Electric Plant, as 
appropriate.

19. In  account “303, Miscellaneous in
tangible plant,” amend paragraph B by 
deleting the words “435, Miscellaneous 
Debits to Surplus” and substituting 
therefor “426.5, Other Deductions.” As 
amended, paragraph B  will read:
303 Miscellaneous intangible plant.

4: ♦  ♦  4» ♦

B. When any item included in this ac
count is retired or expires, the book cost 
thereof shall be credited hereto and 
charged to account 426.5, Other Deduc
tions, or account 110, Accumulated Pro
vision for Depreciation and Amortiza
tion of Electric Plant, as appropriate.

20. Revise the chart of Income Ac
counts to read as follows:

Income Accounts 
(Chart of Accounts)

1. Ut il it y  Operating I ncome

400 Operating revenues.
Operating èxpenses :

401 Operation and maintenance expense.
403 Depreciation expense.
404 Amortization expense.
408 Taxes other than income taxes.
408.1 Taxes other than income taxes, util

ity operating income.
409 Income taxes.
409.1 Income taxes, utility operating in

come.
411.3 Investment tax credit adjustments.
411.4 Investment tax credit adjustments,'

utility operations.
Total electric utility operating ex

penses.
Net electric utility operating in

come.
Other Operating Income :

412 Revenues from electric plant leased
to others.

413 Expenses of electric plant leased to
others.

414 Other utility operating income.
Net utility operating income. .

2. Oth er  I ncome and Deductions

A. O T H E R  IN C O M E

415 Revenues from merchandising, Job
bing, and contract work.

416 Costs and expenses of merchandising,
jobbing, and contract work.

418 Nonoperating rental income.
419 Interest and dividend income.
421 Miscellaneous nonoperating income.
421.1 Gain on disposition of property.

Total other income.
B . O T H E R  IN C O M E  D E D U C T IO N S

421.2 Loss on disposition of property.
425 Miscellaneous amortization.
426 Miscellaneous income deductions.
426.1 Donations.
426.2 Life insurance.
426.3 Penalties.
426.4 Expenditures for certain civic, politi--

cal and related activities.
426.5 Other deductions.

Total other income deductions. 
Total other income and deduc

tions.
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C . T A X E S  A P P L IC A B L E  TO  O T H E R  IN C O M E  AND 

D ED U C TIO N S

408.2 Taxes other than income taxes, other
income and deductions.

409.2 Income taxes, other income and de
ductions.

411.5 Investment tax credit adjustments, 
nonutility operations.

Total taxes on other income and 
deductions.

Net other income and deductions.
3 .  I n t e r e s t  C h a r g e s '

427 Interest on long-term debt.
428 Amortization of debt discount and

expense.
429 Amortization of premium on debt-Cr.
430 Interest on debt to associated com

panies.
431 Other interest expense.

Total interest charges.
432 Interest charged to construction-Cr.

Income b e f o r e  extraordinary 
items.

4 .  E x t r a o r d in a r y  I t e m s

434 Extraordinary income.
435 Extraordinary deductions.
409.3 Income taxes, extraordinary items.

Net income.
'  21. Amend account “408, Taxes other 

than income taxes,” as follows: Amend 
paragraph A by deleting the words 
“which are properly chargeable to elec
tric operations.” Add new paragraph D. 
Delete notes A and D and redesignate 
Notes B, C, E, and F  as Notes A, B, C, 
and D. Add new note E. As amended, 
these portions of account 408 will read:
408  Taxes other than income taxes.

A. This account shall - include the 
amount of ad valorem, gross revenue 
or gross receipts taxes, State employment 
insurance, franchise taxes, Federal ex
cise taxes, social security taxes, and all 
other taxes assessed by Federal, State, 
county, municipal, or other local govern
mental authorities, except income taxes. 

* * * * *
D. This account shall be maintained 

according to the subaccounts 408.1 and
408.2 inclusive, shown below.

N o t e  A: Special assessments for street and 
similar improvements shall be included in 
the appropriate utility plant or nonutility 
property account.

N o t e  B :  Taxes specifically applicable to 
construction shall be included in the cost 
of construction.

N o t e  C: Gasoline and other sales taxes 
shall be charged as far as practicable to the 
same account as the materials on which the 
tax is levied.

N o t e  D :  Social Security and other forms 
of so-called payroll taxes shall be distributed 
to utility departments and to nonutility 
functions on a basis related to payroll. 
Amounts applicable to construction shall 
be charged to the appropriate plant account.

N o t e  E: Interest on tax refunds or de
ficiencies shall not be included in this ac
count but in account 419, Interest and 
Dividend Income, or 431, Other Interest Ex
pense, as appropriate.

22. Immediately following account 
“408, Taxes other than income taxes,” 
add new subaccounts 408.1 and 408.2 
which will read as follows:

408.1 Taxes other than income taxes, 
utility operating incbme.

This account shall include those taxes 
recorded in account 408, Taxes Other 
Than Income Taxes, which relate to 
utility operating ineome. This account 
shall be maintained so as to allow ready 
identification of taxes relating to Utility 
Operating Income (by department,) 
Utility Plant Leased to Others and Other 
Utility Operating Income.
408.2  Taxes other than income taxes, 

other income and deductions.
This account shall include those taxes 

recorded in account 408, Taxes Other 
Than Income Taxes, which relate to 
Other Income and Deductions.

23. Account “409, Income Taxes” is 
amended as follows: In  the first sen
tence in  paragraph A insert the word 
“income” between the words “federal” 
and “taxes.” In the second sentence in 
paragraph A, delete the remainder of 
the sentence after the word “adjusted” 
and substitute therefor “by a charge or 
credit to this account,. unless such ad
justment is properly inciudible in account 
439, Adjustments to Retained Earnings, 
so that this account as nearly as can be 
ascertained shall include the actual taxes 
payable by the utility (See general in
struction 5 for prior period adjust
ments) .” Revise paragraph B. Add a new 
paragraph C. Delete Notes B, C, and D. 
Redesignate Note E as Note B. As so 
amended, account 409 will read:
409 Income taxes.

A. This account shall include the 
amount of State and Federal income 
taxes on income properly accruable dur
ing the period covered by the income 
statement to meet the actual liability for 
such taxes. Concurrent credits for the tax 
accruals shall be made to account 236, 
Taxes Accrued, and as the exact amount 
of taxes becomes known, the current tax 
accruals shall be adjusted by a charge or 
credit to this account, unless such ad
justment is properly includible in ac
count 439, Adjustments to Retained 
Earnings, so that this account as nearly 
as can be ascertained shall include the 
actual taxes payable by the utility (See 
general instruction 5 for prior period 
adjustments).

B. The accruals for income taxes shall 
be apportioned among utility depart
ments and to Other Income and Deduc
tions so that, as nearly as practicable, 
each tax shall be included in the expenses 
of the utility department or Other In 
come and Deductions, the income from 
which gave rise to the tax. The income 
tax effect of amounts recorded in account 
439, Adjustments to Retained Earnings 
shall be recorded in that account. The tax 
effect relating to interest charges shall be 
allocated between utility and nonutility 
operations. The basis for this allocation 
shall be the ratio of net investment in 
utility plant to net investment in non
utility plant.

C. This account shall be maintained 
according to the subaccounts 409.1, 409.2, 
and 409.3 inclusive, shown below.

Note A: Taxes assumed by the utility om. 
interest shall be charged to account 431, 
Other Interest Expense.

Note B : Interest on tax refunds or de
ficiencies shall not be included in this ac
count but in account 419, Interest and Divi
dend Income, or account 431, Other Interest 
Expense, as appropriate.

24. Immediately following account 
"409, Income taxes,” and new subac
counts 409.1, 409.2, and 409.3 which will 
read as follows:
409.1  Income taxes, utility operating 

income.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
which relate to utility operating income. 
This account shall be maintained so as 
to allow ready identification of tax effects 
(both positive and negative) relating to 
Utility Operating “Income (by depart
ments), Utility Plant Leased to Others 
6,nd Other Utility Operating Income.
409.2  Income taxes, other income and 

deductions.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which re
late to Other Income and Deductions.
409.3 Income taxes, extraordinary items.

This account shall include the amount 
of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which re
late to Extraordinary Items.

25. Redesignate account “411.1, In
vestment tax credit adjustments” as ac
count “411.3,” and add a new paragraph 
“C.” to the text of the account. The 
amended portion of redesignated account 
“411.3” will read:
411.3 Investment tax credit adjustments. 

* * * * *

C. This account shall be maintained 
according to the subaccounts 411.4 and
411.5 inclusive, as shown below.

26. Immediately following redesig
nated account “411.3, Investment tax 
credit adjustments,” add new subac
counts 411.4 and 411.5 which will read as 
follows:
411.4  Investment tax credit adjustments, 

utility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Utility Operations (by 
department).
411.5  Investment tax credit adjustments, 

nonutility operations.
This account shall include the amount 

of those investment tax cred it adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Nonutility O perations.

27. Amend paragraph B  of the ex
planatory text following accounts “412, 
Revenues from electric plant leased to 
others,” and “413, Expenses of electric
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plant leased to others,” by listing “Oper
ation” and “Maintenance” separately, 
and by deleting the items “Taxes Other 
Than Income Taxes” and “Income 
Taxes.” Immediately following para
graph B, add a note. As appended, para
graph B and the note will read:
412 Revenues from electric plant leased 

to others.
413 Expenses of electric plant leased to 

others.
* * * * *

B. The detail of expense shall be kept 
or supported so as to show separately 
the following:

Operation.
Maintenance.
Rents.
Depreciation.
Amortization.
Nove: Related operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes, 
identified separately.

28. In account “414, Other utility op
erating income,” amend paragraph B. by 
deleting the word “taxei..” Immediately 
following paragraph B, add a note. As 
amended, these portions of account 414 
will read:
414 Other utility operating ineome.

* * * * *
B. The expenses shall include every 

element of cost incurred in such opera
tions, including depreciation, rents, and 
insurance. . .

No te : Related operating taxes shall b e 
recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall b e 
recorded in account 409, Income Taxes, 
identified separately.

29. In the text of Income Accounts, 
amend the heading “2. Other Income” 
by adding the words “and Deductions,” 
so that as amended this heading will 
read:

2. Other I ncome and Deductions

30. In the explanatory text following 
accounts “415, Revenues from merchan
dising, jobbing and contract work” and 
“416, Costs and expenses of merchandis
ing, jobbing and contract work,” redesig
nate the “Note” as “Note A.” Imme
diately following redesignated “Note 
A,” add new Note B. The amended 
Portions of the explanatory text will 
read:
415 Revenues from merchandising, job

bing, and contract work.
416  ̂Costs and expenses of merchandis- 

mg, jobbing, and contract work.
Note A: *  * *
Note B: Related operating taxes shall be 

recorded in account 408, Taxes Other Than 
ncome Taxes, and income taxes shall be 

recorded in account 409, Income Taxes.

31. Amend account “418, Nonoperating 
ental income,” by adding immediately 
ouowing the first paragraph a note

which will read:
418 Nonoperating rental income. 

* * * * *
Related operating taxes shall be 

worded in account 408, Taxes Other Than

FEDERAL

Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

32. In account “419, Interest and divi
dend income,” delete the letter “A.” at* 
the beginning of the first paragraph. 
Immediately following the first para
graph add a note. Delete paragraph B. 
As amended, account 419 will read:
419 Interest and dividend income.

This account shall include interest 
revenues on securities, loans, advances, 
special deposits, tax refunds and all other 
interest-bearing assets, and dividends on 
stocks of other companies, whether the 
securities on which the interest and divi
dends are received are carried as in
vestments or included in sinking-fund or 
other special-fund accounts.

No t e : Related operating taxes shall be 
recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

33. In  account “421, Miscellaneous 
nonoperating income,” amend the first 
paragraph by inserting the words “, ex
cept taxes,” immediately after the word 
“items” in the first sentence and by add
ing the following sentence “Related op
erating taxes shall be recorded in account 
408, Taxes Other Than Income Taxes 
and income taxes shall be recorded in 
account 409, Income Taxes.” As amended, 
account 421 will read:
421 Miscellaneous nonoperating income.

This account shall include all revenue 
and expense itdms, except taxes, prop
erly includible in the income account 
and not provided for elsewhere. Related 
operating taxes shall be recorded in ac
count 408, Taxes Other Than Income 
Taxes and income taxes shall be recorded 
in account 409, Income Taxes.

34. Immediately following account 
“421, Miscellaneous nonoperating in
come,” add new accounts 421.1 and 421.2, 
which will read as follows :
421.1  Gain on disposition of property.

This account shall be credited with the 
gain on the sale, conveyance, exchange, 
or transfer of utility or other property to 
another. (See electric plant instruction* 
6B.) Record income taxes on gains re
corded in this account in Account 409, 
Income Taxes.
421.2  Loss on disposition of property.

This account shall be charged with the 
loss on the sale, conveyance, exchange, 
or transfer of utility or other property to 
another. (See electric plant instruction 
6B.) Record the reductions in income 
taxes attributable to losses recorded in 
this account in Account 409, Income 
Taxes.

35. In  the text of income accounts de
lete the heading “3. Miscellaneous In 
come Deductions.”

36. In  account “425, Miscellaneous am
ortization,” delete the last sentence in 
the first paragraph. The amended por
tion of account 425 will read:
425 Miscellaneous amortization.

This account shall include amortiza
tion charges not includible in other ac
counts which are properly deductible in
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determining the income of the utility 
before interest charges. Charges includ
ible herein, if significant in amount, must 
be in accordance with an orderly and 
systematic amortization program. 

* * * * *
37. In  account “426, Other income de

ductions,” amend the account title by de
leting the word “Other” and substituting 
the word “Miscellaneous.” Immediately 
following the first paragraph of the ac
count, insert the text of the note now lo
cated under account “426.5, Other de
ductions.” As amended account 426 will 
read:
426 Miscellaneous income deductions.

This account shall include miscellane
ous expense items which are nonoperat
ing in nature but which are properly de
ductible before determining total income 
before interest charges. The account shall 
be maintained according to subaccounts 
shown below.

Note  : The classification of expenses as non
operating and tbeir inclusion in this account 
is for accounting purposes. It does not pre
clude the Commission consideration of proof 
to the contrary for ratemaking and other 
purposes.

38. In account “426.5, Other deduc
tions,” delete the note and substitute 
therfor a list of items. As amended, ac
count 426.5 will read:
426.5  Other deductions.

This account shall include other mis
cellaneous expenses which are nonoper
ating in nature, but which are properly 
deductible before determining total in
come before interest charges.

I t e m s

1. Loss relating to investments in securi
ties written off or written down.

2. Loss on sale of investments.
3. Loss on reacquisition, resale, or retire

ment of utility’s debt securities.
4. Preliminary survey and investigation 

expenses related to abandoned projects, when 
not written off to the appropriate operating 
expense account.

39. In the text of Income Accounts, 
redesignate the heading “4. Interest 
Charges” as “3. Interest Charges.”

40. In  the text of Income Accounts, 
delete the heading “5. Earned Surplus” 
and the following accounts classified 
under that heading:
433 Balance transferred from income.
434 Miscellaneous credits to surplus.
435 Miscellaneous debits to surplus.
436 Appropriations of surplus.
437 Dividends declared—preferred stock.
438 Dividends declared—common stock.

41. In  the text of Income Accounts, 
immediately following account “432, In 
terest charged to construction—Cr.,” add 
a new heading “4. Extraordinary Items” 
and new accounts “434, Extraordinary 
income” and “435, Extraordinary deduc
tion,” which will read:

4. E xtraordinary I tems 
434 Extraordinary income.

This account shall be credited with 
nontypical, noncustomary, infrequently 
recurring gains, which would signifi
cantly distort the current year’s income

4, 1970
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computed before Extraordinary Items, if 
reported other than as extraordinary 
items. The applicable income tax effects 
of this account shall be recorded in 
account 409, Income Taxes, identified 
separately. (See general instruction 4.)
435 Extraordinary deductions.

This account shall be debited with 
nontypical, noncustomary, infrequently 
recurring losses, which would signifi
cantly distort the current year’s income 
computed before Extraordinary Items, if 
reported other than as extraordinary 
items. The applicable income tax effects 
of this, account shall be recorded in 
account 409, Income Taxes, identified 
separately. (See general instruction 4.)

42. Following the text of Income 
Accounts and immediately preceding the 
chart of “ Operating Revenue Accounts,” 
insert a new section, entitled “Retained 
Earnings Accounts,” which will contain 
the following chart and text of accounts:

Retained Earnings Accounts 
(Chart of Accounts)

216 Unappropriated retained earnings (at 
beginning of period).

433 Balance transferred from income.
436 Appropriations of retained earnings.
437 Dividends declared—Preferred stock.
438 Dividends declared—Common stock.
439 Adjustments to retained earnings.
216 Unappropriated retained earnings (at 

end of period).

Retained Earnings Accounts 
433 Balance transferred from income.

This account shall include the net 
credit or debit transferred from income 
for the year.
436  Appropriations of retained earnings.

This account shall include appropria
tions of retained earnings.

I t e m s

1. Appropriations required under terms of 
mortgages, orders of courts1, contracts, or 
other agreements.

2. Appropriations required by action of 
regulatory authorities.

3. Other appropriations made at option of 
utility for specific purposes.

437 Dividends d e c la re d — P re fe r re d  
stock.

A. This account shall include amounts 
declared payable out of retained earnings 
as dividends on actually outstanding pre
ferred or prior lien capital stock issued 
by the utility.

B. Dividends shall be segregated for 
each class and series of preferred stock 
as to those payable in cash, stock and 
other forms. If  not payable in cash, the 
medium of payment shall be described 
with sufficient detail to identify it.
438 Dividends declared— Common stock.

A. This account shall include amounts 
declared payable out of retained earn
ings as dividends on actually outstanding 
common capital stock issued by the 
utility.

B. Dividends shall be segregated for 
each class of common stock as to those 
payable in cash, stock, and other forms. 
If  not payable in cash, the medium of

payment shall be described with suffi
cient detail to identify it.
439 Adjustments to retained earnings.

A. This account shall include signifi
cant nonrecurring transactions relating 
to prior periods. Other than transactions 
of capital stock as specified in paragraph 
B below, all entries to this account must 
receive prior Commission approval. These 
transactions are limited to those adjust
ments which (a) can be specifically iden
tified with and related to the business 
activities of particular prior periods, and 
(b) are not attributable to economic 
events occurring subsequent to the date 
of the financial statements for the prior 
period, and (c) depend primarily on 
determinations by persons other than 
the management, and (d) were not sus
ceptible of reasonable estimation prior 
to such determination. This account 
shall also include the related income tax 
effects (State and Federal) on items 
included herein. All items included in 
this account shall be sufficiently de
scribed in the entries relating thereto as 
to permit ready analysis.

B. Adjustments, charges or credits 
due to losses on reacquisition, resale or 
retirement of the company’s own capital 
stock shall be included in this account. 
(See account 207, Other Paid-in Capital 
for the treatment of gains.)

I t e m s

1. Significant nonrecurring adjustments or 
settlements of income taxes.

2. Significant amounts resulting from liti
gation or similar claims.

3. Significant amounts relating to adjust
ments or settlements of utility revenue under 
rate processes.

4. Significant adjustments to plant in 
service depreciation and amortization as a 
result of Commission direction.

5. Write off of unamorjtized capital stock 
expenses.

C. Effective for the reporting year 
1970, it is proposed to revise certain 
pages of FPC Form No. 1-F, Annual Re
port for Public Utilities and Licensees 
(Class C and Class D ), prescribed by 
§ 141.2, Chapter 1, Title 18 of the Code 
of Federal Regulations, all as set out 
in Attachment A hereto.

D. The following are proposed amend
ments and revisions to the Uniform Sys
tem of Accounts for Class C Natural Gas 
Companies, in Part 204, Chapter I, Title 
18 of the Code of Federal Regulations:

1. Amend the General Instructions 
section of Part 204 as follows:

(a) In instruction “2. Records,” 
amend the title of account 426 in para
graph E by deleting the word “Other” 
and substituting the word “Miscellane
ous” therefor so that as amended this 
account title will read “Account 426, Mis
cellaneous Income Deductions.”

(b) In  instruction “3. Numbering Sys
tem,” amend paragraph A by deleting 
the numbers “400-439” assigned to In 
come accounts and substituting the 
numbers “400-432, 434-435” therefor. 
Immediately following Income accounts 
insert the following new item “433, 436- 
439 Retained earnings accounts.”

(c) Immediately f  ollowing instruction 
“7. Accounting to be on Accrual Basis,”

add new general instructions “8. Ex
traordinary Items” and “9. Prior Period 
Items” and renumber remaining instruc
tions 8. through 12. as 10. through 14.

As so revised, the amended portions 
of the General Instructions section of 
Part 204 will read:

General Instructions 
* * * * *

2. Records.
* * * * *

E. All amounts included in the ac
counts prescribed herein for gas plant 
and operating expenses shall be just and 
reasonable and any payments or accruals 
by the utility in excess of just and rea
sonable charges shall be included in 
account 426, Miscellaneous Income 
Deductions.

* * * * *
3. Numbering System.

*  *  *

400-432,434-435 Income accounts.
43, 436-439 Retained earnings ac
counts.

*  *  *  *  *

8. Extraordinary Item s.
I t  is the intent that net income shall 

reflect all items of profit and loss during 
the period with the sole exception of 
prior period adjustments as described in 
paragraph 9 below. Those items related 
to the effects of events and transactions 
which have occurred during the current 
period and which are not typical or cus
tomary business activities of the com
pany shall be considered extraordinary 
items. Accordingly, they will be events 
and transactions of significant effect 
which would not be expected to recur 
frequently and which would not be con
sidered as recurring f actors in any evalu
ation of the ordinary operating processes 
of business. (In determining significance, 
items of a similar nature should be con
sidered in the aggregate. Dissimilar items 
should be considered individually; how
ever, if they are few in number, they may 
be considered in aggregate.) To be con
sidered as extraordinary under the above 
guidelines, an item should be more than 
approximately 5 percent of income, com
puted before extraordinary items. Com
mission approval must be obtained to 
treat an item of less than 5 percent, as 
extraordinary. (See accounts 434, Ex
traordinary income and 435, Extraor
dinary deductions.)

9. Prior Period Item s.
A. As a general rule, items relating to 

transactions which occurred prior to the 
current calendar year but were not re
corded in the books of account shall be 
included in the same accounts in which 
they would have been recorded had the 
item been recorded in the proper period. 
Such items relate to events or transac
tions which occurred in a prior period or 
periods, the accounting effects of which 
could not be determined with reasonable 
assurance at the time, usually because of
major uncertainty then existing. When 
the amount of a prior period item is rela
tively so large its inclusion for a  single
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month would distort the accounts for 
that month, thë amount may be distrib
uted in equal amounts to the accounts 
for the current and remaining months 
of the calendar year. However, if the 
amount of any prior period item is so 
large that the company believes its in
clusion in the income statement would 
seriously distort the net income for the 
year, the company may request Com
mission approval to record the amount 
in account 439, Adjustments to Retained 
Earnings. Such a request must be ac
companied by adequate justification.

B. Treatment as prior period adjust
ments should not be applied to the nor
mal, recurring corrections and adjust
ments which are the natural result of the 
use of estimates inherent in the account
ing process. For example, changes in the 
estimated remaining lives of fixed as
sets affect the computed amounts of de
preciation, but these changes should be 
considered prospective in nature and not 
prior period adjustments. Similarly rela
tively insignificant adjustments of pro
visions for liabilities (including income 
taxes) made in prior .periods should be 
considered recurring items to be reflected 
in operations of the current period. Some 
uncertainties, for example those relating 
to the realization of assets (collectibility 
of accounts receivable, ultimate recov
ery of deferred costs or realizability of 
inventories or other assets}, would not 
qualify for prior period adjustment 
treatment, since economic events subse
quent to the date of the financial state
ments must of necessity enter into the 
elimination of any previously existing 
uncertainty. Therefore, the effects of 
such matters are considered to be ele
ments in the determination of net in
come for the period in which the uncer
tainty is eliminated. (See account 439, 
Adjustments to retained earnings.)

2. Amend the Gas Plant Instructions 
of Part 204 as follows :

(a) In instruction “4. Gas Plant Pur
chased or Sold,” amend the second sen
tence in paragraph F  by deleting “434, 
Miscellaneous Credits to Surplus, or ac
count 435, Miscellaneous Debits to Sur
plus” and substituting therefor “421.1, 
Gain on Disposition of Property or ac
count 421.2, Loss on Disposition of 
Property.”

(b) Ip instruction “6. Land and Land 
Rights,” amend the first sentence in 
paragraph E by deleting “434, Miscel
laneous Credits to Surplus, or account 
435, Miscellaneous Debits to Surplus” 
and substituting therefor “421.1, Gain 
on Disposition of Property, or account 
3Z1.2, Loss on Disposition of Property.”

(c) In instruction “9. Additions and 
Retirements of Gas Plant,” amend the
econd sentence in paragraph E by de- 

leting “434, Miscellaneous Credits to 
’ 0r account 435, Miscellaneous 

,, SurPlus.” and substituting 
p™ ef(lr 421,1, Gain on Disposition of 
property or account 421.2, Loss on 
Disposition of Property.”

rev*secl the amended portions of
wlu Plant Instructions of Part 204 win read:

Gas Plant Instructions 
* * * * *

4. Gas Plant Purchased or Sold. 
* * * * *

F. * * * Unless otherwise ordered by 
the Commission, the difference, if any, 
between (a) the net amount of debits 
and credits and (b) the consideration 
received for the property (less commis
sions and other expenses of making the 
sale) shall be included in account 421.1, 
Gain on Disposition of Property or ac
count 421.2, Loss on Disposition of 
Property. * * *

* * * * *
6. Land and Land Rights.

* * * * *
E. Any difference between the amount 

received from the sale of land or land 
rights, less agents’ commissions and 
other costs incident to the sale, and the 
book cost of such land or rights, shall be 
included in account 421.1, Gain on Dis
position of Property, or account 421.2, 
Loss on Disposition of Property, as ap
propriate, unless a reserve therefor has 
been authorized and provided. * * *

* * * * *
9. Additions and Retirem ents o f Gas 

Plant.
* * * * *

E . * * * If  the land is sold, the differ
ence between the book cost (less any 
accumulated provision for depreciation, 
depletion, or amortization therefor which 
has been authorized and provided) and 
the sale price of the land (less commis
sions and other expenses of making the 
sale) shall be included in account 421.1, 
Gain on Disposition of Property, or ac
count 421.2, Loss on Disposition of 
Property, as appropriate. * * *

3. Amend the chart of Balance Sheet 
Accounts as follows: Amend account 
titles 215 and 216 by deleting the words 
“earned surplus” and substituting the 
words “retained earnings” therefor. Im 
mediately following account title “253, 
Other deferred credits,” add new account 
title “255, Accumulated deferred invest
ment tax credits.” The amended portions 
of the chart of Balance Sheet Accounts 
will read:

Balance Sheet Accounts 
(Chart of Accounts)

* * * * *
LIABILITIES AND OTHER CREDITS

5 .  P r o p r i e t a r y  C a p it a l  
*  *  *  *  *

215 Appropriated retained earnings.
216 Unappropriated retained earnings.

♦ *  *  *  *

8 . D e f e r r e d  C r e d i t s  

* * * * *

255 Accumulated deferred investment tax 
credits.

4. Account “110, Accumulated provi
sion for depreciation, depletion and am
ortization of gas plant,” is amended as 
follows: In  paragraph A, delete subpara
graph (2) and redesignate subpara
graphs (3) through (5) as (2) through
(4). In  the second sentence in para
graph E, delete the word “surplus” and

substitute the words “retained earnings” 
therefor. The' amended portion of para
graph E will read:
110 Accumulated provision for depreci

ation, depletion and amortization of 
gas plant.
♦ * ' * * *

E. * * * I t  shall not transfer any por
tion of this account to retained earnings 
or make any other use thereof without 
authorization by the Commission.

5. In  account “124, Other invest
ments,” amend the final sentence in Note 
C by deleting the words “435, Miscellane
ous Debits to Surplus” and substituting 
therefor “426.5, Other Deductions.” As 
so amended, the final sentence in Note 
C will read:
124 Other investments.

* * * * *
N o t e  C :  *  *  *  When securities are writ

ten off or written down, the amount of the 
adjustment shall be charged to account 
426.5, Other Deductions, or to an appropriate 
account for provisions for loss in value es
tablished as a separate subdivision of this 
account.

6. In account “183, Other deferred 
debits,” amend the final sentence in sub- 
paragraph A(l )  by deleting the words 
“435, Miscellaneous Debits to Surplus” 
and substituting therefor “426.5, Other 
Deductions.” As so amended, the final 
sentence in subparagraph A(l )  will read:
183 Other deferred debits.

^  * * *
(1) * * * If  the work is abandoned, 

the charge shall be to account 426.5, 
Other Deductions, or to the appropriate 
operating expense accounts.

7. Account “213, Discount on capital 
stock,” is amended as follows: In para
graph B change the punctuation and 
words “ : Provided, however, That” to 
read ■*; provided, however, that.” In par
agraphs B  and C, delete the words “435, 
Miscellaneous Debits to Surplus,” and 
substitute “439, Adjustments to Retained 
Earnings.” As amended paragraphs B 
and C will read:
213 Discount on capital stock.

* * * * *
B. When capital stock which has been

actually issued is retired, the amount in 
this account applicable to the shares 
retired shall be written off to account 
207, Other Paid-In Capital; provided,
however, that the amount shall be
charged to account 439, Adjustments to 
Retained Earnings, to the extent that 
it exceeds the balance in account 207.

C. The utility may amortize the bal
ance in this account by systematic
charges to account 425, Miscellaneous 
Amortization, or it may write off capital 
stock discount in whole or in part to 
account 439, Adjustments to Retained 
Earnings.

8. Account “214, Capital stock ex
pense” is amended as follows: In para
graph B change the punctuation and 
words “ : Provided, however, That” to 
read “ ; provided, however, that.” In par
agraphs B and C delete the words “435, 
Miscellaneous Debits to Surplus” and 
substitute “439, Adjustments to Retained
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Earnings.” As amended, paragraphs B 
and C will read:
214 Capital stock expense.

* * * * *
B. When capital stock which has been 

actually issued by the utility is-retired, 
the amount in this account applicable to 
the shares retired shall be written off to 
account 207, Other Paid-In Capital, to 
the extent of gains on resale or cancella
tion of reacquired stock includible there
in; provided, however, that the amount 
shall be charged to account 439, Adjust
ments to Retained Earnings, to the ex
tent that it exceeds the balance in ac
count 207, from such source.

C. The utility may amortize the bal
ance in this account by systematic 
charges to account 425, Miscellaneous 
Amortization, or it may write off capital 
stock expense in whole or in part by 
charges to account 439, Adjustments to 
Retained Earnings.

* * * * *

9. Account “215, Appropriated earned 
surplus,” is amended by deleting the 
words “earned surplus” from the account 
title and the first sentence of the text 
and substituting the words “retained 
earnings” therefor. As so amended, these 
portions of account 215 will read:
215 Appropriated retained earnings.

This account shall include the amount 
of retained earnings which has been ap
propriated or set aside for specific pur
poses. * * *

10. Account “216, Unappropriated 
earned surplus,” is amended by deleting 
the words “earned surplus” from the ac
count title and substituting the words 
“retained earnings” therefor and by de
leting the word “surplus” from the first 
sentence of the text and substituting the 
words “retained earnings” therefor. The 
amended portions of account 216 will 
read:
216 Unappropriated retained earnings.

This account shall include the balance, 
either debit or credit, of unappropriated 
retained earnings arising from earn
ings. * * *

11. In  account “217, Reacquired cap
ital stock,” amend paragraph B by de
leting “435, Miscellaneous Debits to Sur
plus” and substituting therefor “439, Ad
justments to Retained Earnings.” As 
amended paragraph B  will read:
217 Reacquired capital stock.

* * * * *
B. When reacquired capital stock is 

retired or canceled, the difference be
tween its cost, including commissions 
and expenses paid in connection with 
the reacquisition, and its par or stated 
value plus any premium and less any 
discount and expenses applicable to the 
shares retired, shall be debited or 
credited, as appropriate, to account 207, 
Other Paid-In Capital, provided, how
ever, that debits shall be charged to 
account 439, Adjustments to Retained 
Earnings, to the extent that they exceed 
the balance of gains on resale or can
cellation of reacquired stock included in 
account 207.

12. In  account “221, Bonds,” amend 
paragraph B by deleting “434, Miscel
laneous Credits to Surplus, or account 
435, Miscellaneous Debits to Surplus” 
and substituting therefor “428, Amorti
zation of Debt Discount and Expense or 
account 429, Amorizatiqn of Premium 
on Debt-Cr.” As amended paragraph B 
will read:
221 Bonds.

' * * * * *
B. When bonds are reacquired, the 

difference between face value, adjusted 
for unamortized discount, expense or 
premium and the amount paid upon 
reacquisition, shall be included in ac
count 428, Amortization of Debt Dis
count and Expense, or account 429, 
Amortization of Premium on Debt-Cr., as 
appropriate.

13. In account “236, Taxes accrued,” 
amend the last sentence in paragraph B 
by deleting the remainder of the sen
tence after the word “expenses,” and 
substituting therefor “see general in
struction 9, for treatment.” As amended, 
this portion of paragraph B will read :
236 Taxes accrued.

$ * * * *
B. * * * However, if such corrections 

are so large as to seriously distort cur
rent expenses, see general instruction 9, 
for treatment.

14. Immediately following account 
“253, Other deferred credits,” add new 
account 255 which will read as follows:
255 Accumulated deferred investment 

tax credits.
A. This account shall be credited with 

all investment tax credits deferred by 
companies which have elected to follow 
deferral accounting, partial or full, 
rather than recognizing in the income 
statement the total benefits of the tax 
credit as realized. After such election, a 
company may not transfer amounts from 
this account, except as authorized herein 
and in accounts 411.3, Investment Tax 
Credit Adjustments, and 420, Investment 
Tax Credits, or with approval of the 
Commission.

B. Where the company’s accounting 
provides that investment tax credits are 
to be passed on to customers, this ac
count shall be debited and Account 411.3, 
credited with a proportionate amount 
determined in relation to the average 
useful life of gas utility property to 
which the tax credits relate or such lesser 
period of time as may be adopted and 
used by thè company. If, however, the 
deferral procedure provides that invest
ment tax credits are not to be passed on 
to customers, the proportionate rëstor- 
ations to income shall be credited to 
Account 420.

C. If  any of the investment tax credits 
to be deferred are related to utility oper
ations other than gas or to nonutility 
operations, appropriate subdivisions of 
this account shall be maintained and 
entries shall be appropriately recorded 
in this account and in account 413, Ex
penses of Gas Plant Leased to Others; 
account 414, Other Utility Operating In 
come; account 416, Costs and Expenses 
of Merchandising, Jobbing and Contract

Work; account 417.1, Expenses of Non
utility Operations; or account 418, Non
operating Rental Income.

D. Records shall be maintained iden
tifying the properties related to the in
vestment tax credits for each year, the 
weighted average service- life of such 
properties, and any unused balance of 
such credits. Such records are not neces
sary unless the credits are deferred.

15. In  account “265, Miscellaneous 
operating reserves,” amend the note by 
deleting the words “Earned Surplus” and 
substituting therefor “Retained Earn
ings.” As so amended, the note will read:
265 Miscellaneous operating reserves. 

* * * * *
No te : This account includes only such 

reserves as may be created for operating pur
poses and does not include any reservations 
of income the credits for which should be 
carried in account 215, Appropriated Re
tained Earnings.

16. In  account “271, Contributions in 
aid of construction,” amend paragraph 
B by deleting the words “to earned sur
plus or.” As amended, paragraph B will 
read:
271 Contributions in aid of construction. 

* * * * *
B. The credits to this account shall 

not be transferred to any. other account 
without the approval of the Commission.

17. In  the text of Balance Sheet Ac
counts, amend prefactory Note B  under 
the heading “11. Accumulated Deferred 
Income Taxes” as follows: Insert the 
words “and nonutility property” between 
the words “etc,” and “and.” Delete the 
remainder of Note B  after the word “be
low” and substitute therefor “so as to 
allow ready identification* of items relat
ing to each utility department and to 
Other Income and Deductions.” As 
revised Note B  will read:
11. Accumulated Deferred I ncome Taxes 

* * * * *
Note B : Natural Gas Companies which, in 

addition to a gas utility department, have 
another utility department, electric, water, 
etc., and nonutility property, and which have 
deferred taxes on income with respect thereto 
shall classify such deferrals in the a c c o u n ts  
provided below so as to allow ready id e n t i f i 
cation of items relating to each utility de
partment and to Other Income ana 
Deductions.

18. In  account “281, Accumulated de
ferred income taxes—Accelerated amor
tization,” amend the second sentence 
in paragraph E by deleting the word “sur
plus” and substituting “retained earn
ings,” therefor. As amended, this portion 
of paragraph E will read:
281 A ccu m u la ted  deferred income 

taxes— Accelerated amortization. 
* * * * *

E. * * * It shall not transfer the bal
ance in this account or any P°r''1° 
thereof to retained earnings or make any 
use thereof except as provided in tn 
text of this account without prior ap
proval of the Commission. * *

19. In  account “282, Accumulated 
deferred income taxes—Liberalized d 
preciation,” amend the second sente ̂  
in paragraph E by deleting the wora
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“surplus” and substituting “retained 
earning therefor.” As amended, this por
tion of paragraph E will read: v
282 A ccu m u lated  deferred income 

taxes— Liberalized depreciation.
* * * * *

E. * * * I t  shall not transfer the bal
ance in the account or any portion 
thereof to retained earnings or make 
any use thereof except as provided in 
the text of this account without prior 
approval of the Commission.

20. In account “283, Accumulated de
ferred income taxes—Other,” amend the 
second sentence in paragraph D by de
leting the word “surplus” and sub
stituting “retained earnings” therefor. 
As amended this portion of paragraph 
D will read:
283 A ccu m u lated  deferred income 

taxes— Other.
* * * * *

D. * * * I t  shall not transfer the bal
ance in the account or any portion 
thereof to retained earnings or make 
any use thereof except as provided in 
the text of this account, without prior 
approval of the Commission. * * *

21. In account “302, Franchises and 
consents,” amend the last sentence in 
paragraph B and the first sentence in 
paragraph C by deleting the words “435, 
Miscellaneous Debits to Surplus” and 
substituting therefor “426.5, Other De
ductions.” As amended, these portions of 
paragraphs B and C will read:
302 Franchises and consents.

* * * *  *

B. * * * Any excess of the amount 
actually paid by the utility over the 
amount above specified shall be charged 
to account 426.5, Other Deductions.

C. When any franchise has expired, 
the book cost thereof shall be credited 
hereto and charged to account 426.5, 
Other Deductions, or to account 110, 
Accumulated Provision for Depreciation, 
Depletion and Amortization of Gas Plant, 
as appropriate.

22. In account “303, Miscellaneous in
tangible plant,” amend paragraph B  by 
deleting the words “435, Miscellaneous 
Debits to Surplus” and substituting 
therefor “426.5, Other Deductions.” As 
amended, paragraph B  will read:
303 Miscellaneous intangible plant.

*  *  *  *  *

B. When any item included in this 
account is retired or expires,; the book 
cost thereof shall be credited hereto 
and charged to account 426.5, Other De
ductions or account 110, Accumulated 
Provision for Depreciation, Depletion 
and Amortization of Gas Plant, as appro
priate.

23. Revise the chart of Income Ac
counts to read as follows:

Income Accounts 
(Chart of Accounts)

1. U t i l i t y  O p e r a t i n g  I n c o m e  

400 Operating revenues.
Operating expenses:

too PPeration expense.
Maintenance expense.

403 Depreciation and depletion expense.
404 Amortization of limited-term gas

plant.
405 Amortization of other gas plant.
406 Amortization of gas plant acquisition

adjustments.
407.1 Amortization of property losses.
407.2 Amortization of conversion expenses.
408 Taxes other than income taxes.
408.1 Taxes other than income taxes, utility

operating income.
409 Income taxes.
409.1 Income taxes, utility operating in

come.
410 Provision for deferred income taxes.
410.1 Provision for deferred income taxes,

utility operating income.
411 Income taxes deferred in prior years—

Cr.
411.1 Income taxes deferred in prior years—

Cr., utility operating income.
411.3 Investment tax credit adjustments.
411.4 Investment tax credit adjustments,

utility operations.
Tota) gas utility operating ex

penses.
Net gas utility operating income. 

Other Operating Income:
412 Revenues from gas plant leased to

others.
413 Expenses of gas plant leased to others.
414 Other utility operating income.

Net utility operating income.
2 . O t h e r  I n c o m e  a n d  D e d u c t i o n s  

a . o t h e r  i n c o m e

415 Revenues from merchandising, job
bing, and contract work.

416 Costs and expenses of merchandising,
jobbing, and contract work.

417 Revenues from nonutility operations.
417.1 Expenses of nonutility operations.
418 Nonoperating rental income.
419 Interest and dividend income.
421 Miscellaneous nonoperating income.
421.1 Gain on disposition of property.

Total other income.
B . O T H E R  IN C O M E  D E D U C T IO N S

421.2 Loss on disposition of property.
425 Miscellaneous amortization.
426 Miscellaneous income deductions.
426.1 Donations.
426.2 Life insurance.
426.3 Penalties.
426.4 Expenditures for certain civic, politi

cal, and related activities. ,
426.5 Other deductions.

Total other income deductions. 
Total other income and deduc

tions.
C . TA X E S A P P L IC A B L E  TO  O T H E R  IN C O M E  AND 

D E D U C T IO N S

408.2 Taxes other than income taxes, other
income, and deductions.

409.2 Income taxes, other income and de
ductions.

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

411.2 Income taxes deferred in prior years—
Cr., other income and deductions.

411.5 Investment tax credit adjustments,
nonutility operations.

420 Investment tax credits.
Total taxes on other income and 

deductions.
Net other income and deduc

tions.
3 .  I n t e r e s t  C h a r g e s .

427 Interest on long-term debt.
428 Amortization of debt discount and

expense.
429 Amortization of premium on debt

or.

430 Interest on debt to associated com
panies.

431 Other interest expense.
Total interest charges.

432 Interest charged to construction—Or.
Income before extraordinary 

items.
4 . E x t r a o r d in a r y  I t e m s .

434 Extraordinary income.
435 Extraordinary deductions.
409.3 Income taxes, extraordinary items.

Net income.

24. Amend account “408, Taxes other 
than income taxes,” as follows: Amend 
paragraph A by deleting the words 
“which are properly chargeable to gas 
operations.” Add new paragraph D. 
Delete Notes A and D and redesignate 
Notes B, C, E and F  as Notes A, B, C and
D. Add new note E. As amended, these 
portions of account 408 will read:.
408  Taxes other than income taxes.

A. This account shall include the 
amount of ad valorem, gross revenue or 
gross receipts taxes, State unemployment 
insurance, franchise taxes, Federal ex
cise taxes, social security taxes, and all 
other taxes assessed by federal, state, 
county, municipal, or other local govern
mental authorities, except income taxes. 

* * * * *
D. This account shall be maintained 

according to the subaccounts 408.1 and
408.2 inclusive, shown below.

N o t e  A :  Special assessments for street and 
similar improvements shall be included in 
the appropriate utility plant or nonutility 
property account.

N o t e  B: Taxes specifically applicable to 
construction shall be included in the cost of 
construction.

N o t e  C: Gasoline and other sales taxes 
shall be charged as far as practicable to the 
same account as the materials on which the 
tax is levied.

N o t e  D :  Social Security and other forms 
of so-called pay roll taxes shall be distributed 
to utility departments and to nonutUity 
functions on a basis related to pay roll. 
Amounts applicable to construction shall be 
charged to the appropriate plant account.

N o t e  E: Interest on tax refunds or defi
ciencies shall not be included in this account 
but in account 419, Interest and Dividend 
Income, or 431, Other Interest Expense, as 
appropriate.

25. Immediately following account 
“408, Taxes other than income taxes,” 
add new subaccounts 408.1 and 408.2 
which will read as follows:
408.1 Taxes other than income taxes, 

utility operating income.
This account shall include those taxes 

recorded in account 408, Taxes Other 
Than Income Taxes which relate to 
utility operating income. This account 
shall be maintained so as to allow ready 
identification of taxes relating to Utility 
Operating Income (by department), 
Utility Plant Leased to Others and Other 
Utility Operating Income.
408.2  Taxes other than income taxes, 

other income and deductions.
This account shall include those taxes 

recorded in account 408, Taxes Other
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Than Income Taxes, which relate to 
Other Income and Deductions.

26. Account “409, Income Taxes,” is 
amended as follows: In  the first sentence 
in paragraph A insert the word “income” 
between the words “federal” and “taxes.” 
In the second sentence in paragraph A 
delete the remainder of the sentence af
ter the word “adjusted” and substitute 
therefor “by a charge or credit to this 
account, unless such adjustment is prop
erly includible in account 439, Adjust
ments to Retained Earnings, so that this 
account as nearly as can be ascertained 
shall include the actual taxes payable by 
the utility. (See general instruction 9 for 
prior period adjustments.) ” Revise para
graph B. Add a new paragraph C. Delete 
Notes B, C, and D. Redesignate Note E 
as Note B. As so amended, account 409 
will read:
409  Income taxes.

A. This account shall include the 
amount of State and Federal income 
taxes on income properly accruable dur
ing the period covered by the income 
statement to meet the actual liability for 
such taxes. Concurrent credits for the 
tax accruals shall be made to account 
236, Taxes Accrued, and as the exact 
amount of taxes becomes known, the 
current tax accruals shall be adjusted 
by a charge or credit to this account, un
less such adjustment is properly includ
ible in account 439, Adjustments to Re
tained Earnings, so that this account 
as nearly as can be ascertained shall in
clude the actual taxes payable by the 
utility. (See general Instruction 9 for 
prior period adjustments.)

B. The accruals for income taxes shall 
be apportioned among utility depart
ments and to Other Income and Deduc
tions, so that, as nearly as practicable, 
each tax shall be included in the expenses 
of the utility department or Other In 
come and Deductions, the income from 
which gave rise to the tax. The income 
tax effect of amounts recorded in account 
439, Adjustments to Retained Earnings 
shall be recorded in that account. The 
tax effect relating to interest charges 
shall be allocated between utility and 
nonutility operations. The basis for this 
allocation shall be the ratio of net invest
ment in utility plant to net investment 
in nonutility plant.

C. This account shall be maintained 
according to the subaccounts 409.1, 409.2, 
and 409.3 inclusive, shown below.

Note A: Taxes assumed by the utility on 
interest shall be charged to account 431, 
Other Interest Expense.

Note B: Interest on tax refunds or de
ficiencies shall not be included in this ac
count but in account 419, Interest and Divi
dend Income, or account 431, Other Interest 
Expense, as appropriate.

27. Immediately following account 
“409, Income taxes,” add new subac
counts 409.1, 409.2, and 409.3 which will 
read as follows:
409.1 Income taxes, utility operating 

income.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes

which relate to utility operating income. 
This account shall be maintained so as 
to allow ready identification of tax ef
fects (both positive and negative) re
lating to Utility Operating Income (by 
departments), Utility Plant Leased to 
Others and Other Utility Operating 
Income.
409.2  Income taxes, other income, and 

deductions.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which 
relate to Other Income and Deductions.
409.3 Income taxes, extraordinary items.

This account shall include the amount 
of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which 
relate to Extraordinary Items.

28. In  account “410, Provision for de
ferred income taxes,” designate present 
paragraph as “A” and add a new 
paragraph B which will read as follows:
410 Provision for deferred income taxes. 

^  * * *
B. This account shall be maintained 

according to the subaccounts 410.1 and
410.2 inclusive, as shown below.

29. Immediately following account 
“410, Provision for deferred income 
taxes,” add new subaccounts 410.1 and
410.2 which will read as follows:
410.1 Provision for deferred income 

taxes, utility operating income.
This account shall include the amount 

of those deferred income taxes reflected 
in account 410, Provision for Deferred 
Income Taxes which relate to Utility 
Operating Income (by department).
410.2  Provision for deferred income 

taxes, other income, and deductions.
This account shall include the amount 

of those deferred income taxes reflected 
in account 410, Provision for Deferred 
Income Taxes which relate to Other 
Income and Deductions.

30. In account “411, Income taxes de
ferred in prior years—Credit,” designate 
present paragraph as “A” and add a new 
paragraph “B ” which will read as 
follows:
411 Income taxes deferred in prior 

years— Credit.
A. * * *
B. This account shall be maintained 

according to the subaccounts 411.1 and
411.2 inclusive, as shown below.

31. Immediately following account 
“411, Income taxes deferred in prior 
years—Credit” add new subaccounts
411.1 and 411.2 which will read as 
follows:
411.1 Income taxes deferred in prior 

y e a rs — Credit, utility o p e ra tin g  
income.

This account shall include the amount 
of those taxes deferred in prior years— 
credit, reflected in account 411, Income 
Taxes Deferred in Prior Years—Credit 
which relate to Utility Operating Income 
(by department).

411.2  Income taxes deferred in prior 
years— Credit, o th e r  in com e and 
deductions.

This account shall include the amount 
of those taxes deferred in prior years— 
credit, reflected in account 411, Income 
Taxes Defered in Prior Years—Credit 
which relate to Other Income and 
Deductions.

32. Immediately following new sub
account “411.2, Income taxes deferred in 
prior years—Credit, other income and 
deductions,” add new account 411.3 and 
new subaccounts 411.4 and 411.5, which 
will read as follows:
411.3  Investment tax credit adjustments.

A. This account shall be debited with 
the total amount of Investment Tax 
Credits used in calculating the reported 
current year’s income taxes which are 
charged to account 409, Income Taxes, 
except to the extent that all or part of 
such credits are to be passed on to cus
tomers currently, either as a result of 
the election of the company, or a  direc
tive of a State regulatory commission as 
defined in the Natural Gas Act, under 
these latter circumstances that part or 
all of such credits passed on to cus
tomers would be treated solely as a re
duction in income taxes for the year and 
no entries would be necessary.

1. When a company is using deferral 
accounting for all or any part of the 
investment tax credit allowed for the 
current year, account 255, Accumulated 
Deferred Investment Tax Credits, shall 
be credited with an equal amount of the 
investment tax credits debited to this 
account.

2. When a company’s accounting does 
not provide for deferral of all or any 
part of the tax credits and such credits 
are not to be passed on to customers, ac
count 420, Investment Tax Credits, shall 
be credited with the same amount of the 
investment tax credit debited to this 
account.

B. When a company which has de
ferred all or part of its investment tax 
credits passes on to its customers all or 
part of such deferred credits, either as 
a result of its election to do so or at the 
direction of a State commission, it shall 
credit this account and debit account 
255, with such amounts passed on in the 
current year, provided, however, that 
the amounts shall be allocated propor
tionately over the average useful life of 
the property to which thé tax credits re
late or such lessér period as may be 
adopted and consistently used by the 
company.

C. When deferral accounting for all 
or any part of investment tax credits is 
adopted, a company may change the 
apportionment of its annual amortiza
tion between this account and account 
420 in accordance with the above in
structions provided that the total an
nual amortization credit is calculated on 
a consistent basis such as over the aver
age useful life of the property to which 
tax credits relate or over a lesser period 
of time as may be adopted and consist
ently used by the company.
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D. This account shall be maintained 
according to the subaccounts 411.4 and
411.5 inclusive, as shown above.
411.4 Investment tax credit adjustments, 

utility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Utility Operations (by 
department).
411.5 Investment tax credit adjustments, 

nonutility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Nonutility Operations.

33. Amend paragraph B  of the ex
planatory text following accounts "412, 
Revenues from gas plant leased to 
others” and “413, Expenses of gas plant 
leased to others” by deleting the items 
“Taxes Other Than Income Taxes” and 
“Income Taxes.” Immediately following 
the list of items in paragraph B, add a 
note. As amended, paragraph B and the 
note will read:
412 Revenues from gas plant leased to 

others.
413 Expenses of gas plant leased to 

others.
* * * * *

B. The detail of expenses shall be kept 
or supported so as to show separately the 
following:

Operation.
Maintenance.
Bents.
Depreciation and Depletion.
Amortization.
Note: Related operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shaU be 
recorded in account 409, Income Taxes, iden
tified separately.

34. In account “414, Other utility op
erating income,” amend paragraph B by 
deleting the word “taxes.” Immediately 
following paragraph B  add a note. As 
amended, these portions of account 414 
will read:
414 Other utility operating income. 

* * * * *
B. The expenses shall include every 

element of cost incurred in such opera
tions, including depreciation, rents, and 
insurance.

operating taxes shall be re- 
coraed in account 408, Taxes Other Than
onJ?!Se.Taxes and inc°me taxes shall be re- 
t1f. d *n account 409, Income Taxes, identified separately.

text of Income Accounts, 
K , t the heading 2. Other Income” 
«■n the words “and Deductions,”
read* “  amended this heading will

2. Other I ncome and Deductions

acenn^f1 explanatory text follow: 
ounts 415, Revenues from merchs

Ebbing and contract work” a 
6. Costs and expenses of mercha

dising, jobbing and contract work,” re
designate the “Note” as “Note A.” Im
mediately following redesignated “Note 
A,” add new Note B. From the list of 
Items, delete item “24, Taxes directly 
assignable to merchandise and jobbing 
operations including income taxes on net 
income derived therefrom,” and redesig
nate item “25. Losses from uncollectible 
merchandise and jobbing accounts.” as 
item 24. The amended portions of the 
explanatory text will read:
415 Revenues from merchandising, job

bing, and contract work.
416 Costs and expenses of merchandis

ing, jobbing, and contract work. 
* * * * *

Note A: * * *
Note B : Belated. operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes, and Income taxes shall be 
recorded in account 409, Income Taxes.

I tem s

* * * * *
24. Losses from uncollectible merchandise 

and jobbing accounts.
37. Amend account "417, Income from 

nonutility operations” as follows: Delete 
the word “Income” from the account 
title and substitute the word “revenues.” 
Immediately following the amended title 
of account 417, add the following new 
account title “417.1, Expenses of non
utility operations.” In the first sentence 
in paragraph A, delete the words “This 
account” and substitute the words 
"These accounts.” Delete the items 
“Taxes other than income taxes” and 
“Income taxes” from the list of items in 
paragraph B. Immediately following the 
list of items in paragraph B, add a new 
Note. The amended portipns of accounts
417 and 417.1 will read:
417 Revenues from nonutility opera

tions.
417.1 Expenses of nonutility operations.

A. These accounts * * *
B. The expenses shall include all ele

ments of costs incurred in such 
operations, and the accounts shall be 
maintained so as to permit ready sum
marization as follows:

Operation.
Maintenance.
Bents.
Depreciation,
Amortization.
No te : Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and Income taxes shall be 
recorded in account 409, Income Taxes.

38. In  account “418, Nonoperating 
rental income,” amend paragraph A by 
deleting “account 417” and substituting 
“accounts 417 or 417.1.” Amend para
graph B by deleting from the list of 
items “Taxes other than income taxes” 
and “Income taxes” and by adding a 
note. As amended, account 418 will read:
418 Nonoperating rental income.

A. This account shall include all rent 
revenues and related expenses of land, 
buildings, or other «property included in 
account 121, Nonutility Property, which

is not used in operations covered by 
accounts 417 or 417.1.

B. The expenses shall include all ele
ments of costs incurred in the ownership 
and rental of the property and the ac
counts shall be maintained so as to 
permit ready summarization as follows:

Operation.
Maintenance.
Bents.
Depreciation.
Amortization.
No te : Belated operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be 
recorded in account 409, Income Taxes.

39. In  account “419, Interest and divi
dend income,” delete paragraph “B ” and 
redesignate paragraphs “C” and “D” as 
“B ” and “C.” Amend redesignated para
graph “C” by deleting the word “in
cluding” and substituting the word 
“excluding” therefor. Immediately fol
lowing redesignated paragraph “C” add 
new Note A and redesignate present note 
as Note B. The amended portions of ac
count 419 will read:
419 Interest and dividend income. 

* * * * *
B. This account may include the pro 

rata amount necessary to extinguish 
(during the interval between the date of 
acquisition and the date of maturity) 
the difference between the cost to the 
utility and face value of interest-bearing 
securities. Amounts thus credited or 
charged shall be concurrently included 
in the accounts in which the securities 
are carried.

C. Where significant in amount, ex
penses, excluding operating taxes and 
income taxes, applicable to security in
vestments and to interest and dividend 
revenues thereon, shall be charged hereto.

Note A: Belated operating taxes shall be 
recorded in account 408, Taxes Other Than 
Income Taxes and income taxes shall be re
recorded in account 409, Income Taxes.

Note B: Interest accrued, the payment of 
which is not reasonably assured, dividends 
receivable which have not been declared or 
guaranteed, and interest or dividends upon 
reacquired securities issued or assumed by 
the utility shall not be credited to this 
account.,

40. Immediately , following account 
“419, Interest and dividend income,” add 
new account 420 which will read as 
follows:
420 Investment tax credits.

This account shall be credited as fol
lows with investment tax credit amounts 
not passed on to customers: (a) By 
amount equal to debits to account 411.3, 
Investment Tax Credit Adjustments, for 
investment tax credits used in calculat
ing income taxes for the year when the 
company’s accounting provides for non
deferral of all or a portion of such cred
its; and, (b) By amounts equal to debits 
to account 255, Accumulated Deferred 
Investment Tax Crédits, for proportion
ate amounts of tax credit deferrals allo
cated over the average useful life o" the 
property to which the tax credits relate, 
or such lesser period of time as may be
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adopted and consistently used by the 
company.

41. In  account “421, Miscellaneous non
operating income,” amend the first para
graph by inserting the words except 
taxes,” immediately after the word 
“items” in the first sentence and by add
ing the following sentence “Related op
erating taxes shall be recorded in ac
count 408. Taxes Other Than Income 
Taxes and income taxes shall be recorded 
in account 409, Income Taxes.” Add new 
item 3 to the list of items. The amended 
portions of account 421 will read:
421 Miscellaneous nonoperating income.

This account shall include all revenue 
and expense items, except taxes, prop
erly includible in the income account and 
not provided for elsewhere. Related op
erating taxes shall be recorded in ac
count 408, Taxes Other Than Income 
Taxes and income taxes shall be recorded 
in account 409, Income Taxes.

I t e m s

*  *  *  *  *

3. Gain on disposition of' investm ents and 
reacquisition and resale or retirem ent of 
u tility ’s debt securities and investm ents.

42. Immediately following account 
“421, Miscellaneous nonoperating in-, 
come,” add new accounts 421.1 and 421.2 
which will read as follows:
421.1 Cain on disposition of property.

This account shall be credited with the 
gain on the sale, conveyance, exchange 
or transfer of utility or other property to 
another.. (See gas plant instruction 4F, 
6E, or 9E.) Record income taxes on gains 
recorded in this account in account 409, 
Income Taxes.
421.2 Loss on disposition of property.

This account shall be charged with the 
loss on the sale, conveyance, exchange or 
transfer of utility or other property to 
another. (See gas plant instructions 4F, 
6E, or 9E.) Record the reductions in in
come taxes attributable to losses re
corded in this account in account 409, 
Income Taxes.

43. In the text of Income Accounts, 
delete the heading “3. Miscellaneous 
Income Deductions.”

44. In  account “425, Miscellaneous 
amortization,” delete the last sentence 
in the first paragraph. The amended 
portion of accoupt 425 will read:
525 Miscellaneous amortization.

This account shall include amortiza
tion charges not includible in other ac
counts which are properly deductible in 
determining the income of the utility 
before interest charges. Charges includ
ible herein, if significant in amount, 
must be in accordance with an orderly 
and systematic amortization program.

* * * * *
45. In account “426, Other income de

ductions,” amend the account title by 
deleting the word “Other” and substitut
ing the word “Miscellaneous.” Immedi
ately following the first paragraph of 
the account, insert the text of the note 
now located under account “426.5,

PROPOSED RULE MAKING
Other deductions.” The amended por
tions of account 426 will read:
426 Miscellaneous income deductions.

♦  4c #  4c 4c

No t e : The classification of expenses as 
nonoperating and their inclusion in this ac
count is for accounting purposes. It does not 
preclude Commission consideration of proof 
to the contrary for ratemaking or other 
purposes.

46. In  account “426.5, Other deduc
tions,” delete the note and substitute 
therefor a list of items. As amended ac
count 426.5 will read:
426.5  Other deductions.

This account shall include other mis
cellaneous expenses which are nonoper
ating in nature, but which are properly 
deductible before determining total in
come before interest charges.

I t e m s

1. Loss relating to investments in securi
ties written off or written down.

2. Loss on sale of investments.
3. Loss on reacquisition, resale, or retire

ment of utility’s debt securities.
4. Preliminary survey and investigation ex

penses related to abandoned projects, when 
not written off to the appropriate operating 
expense account.

47. In the text of Income Accounts, re
designate the h e a d i n g  “4. Interest 
Charges” as “3. Interest Charges.”

48. In the text of Income Accounts, de
lete the heading “5. Earned Surplus” and 
the following accounts classified under 
that heading:
433 Balance transferred from income.
434 Miscellaneous credits to surplus.
435 Miscellaneous debits to surplus.
436 Appropriations of surplus.
437 Dividends declared—Preferred stock.
438 Dividends declared— Common stock.

49. In  the text of Income Accounts, 
immediately following account “432, In 
terest charged to construction—Cr.,” add 
a new heading “4. Extraordinary Items” 
and new accounts “434, Extraordinary 
income” and “435, Extraordinary deduc
tions” which will read as follows:

4. E xtraordinary I tems

434 Extraordinary income.
This account shall be credited with 

nontypical, noncustomary, infrequently 
recurring gains, which would signifi
cantly distort the current year’s income 
computed before Extraordinary Items, 
if reported other than as extraordinary 
items. The applicable income tax effects 
of this account shall be recorded in ac
count 409, Income Taxes, identified sepa
rately. (See general instruction 8.)
435 Extraordinary deductions.

This account shall be debited with non
typical, noncustomary, infrequently re
curring losses, which would significantly 
distort the current year’s income com
puted before Extraordinary Items, if re
ported other ‘ than as extraordinary 
items. The applicable income tax effects 
of this account shall be recorded in ac
count 409, Incdine Taxes, identified sepa
rately. (See general instruction 8.)

50. Following the text of Income Ac
counts and immediately preceding the

chart of “Operating Revenue Accounts” 
insert a new section entitled “Retained 
Earnings Accounts,” which will contain 
the following chart and text of accounts:

Retained Earnings Accounts 
(Chart of Accounts)

216 Unappropriated retained earnings (at 
beginning of period).

433 Balance transferred from income.
436 Appropriations of retained earnings.
437 Dividends declared—Preferred stock.
438 Dividends declared—Common stock.
439 Adjustments to retained earnings.
216 Unappropriated retained earnings (at 

end of period).

Retained Earnings Accounts
433 Balance transferred from income.

This account shall include the net 
credit or debit transferred from income 
for the year.
436 Appropriations of retained earnings.

This account shall include appropria
tions of retained earnings.

I t e m s

1. Appropriations required under terms of 
mortgages, orders of courts, contracts, or 
other agreements.

2. Appropriations required by action of 
regulatory authorities.

3. Other appropriations made at option of 
utility for specific purposes.
437 D ivid end s d e c la re d — Preferred 

stock.
A. This account shall include amounts 

declared payable out of retained earn
ings as dividends on actually outstand
ing preferred or prior lien capital stock 
issued by the utility.

B. Dividends shall be segregated for 
each class and series of preferred stock as 
to those payable in cash, stock and other 
forms. If not payable in cash, th e  medi
um of payment shall be described with 
sufficient detail to identify it.
438 Dividends declared— Common stock.

A. This account shall include amounts 
declared payable out of retained earnings 
as dividends on actually outstanding  
common capital stock issued by the 
utility.

B. Dividends shall be segregated for 
each class of common stock as to those 
payable in cash, stock and other forms. 
If  not payable in cash, the medium of 
payment shall be described with sufficient 
detail to identify it.
439 Adjustments to retained earnings.

A. This account shall include signifi
cant nonrecurring transactions relating 
to prior periods. Other than transactions 
of capital stock as specified in paragraph 
B below, all entries to this account must 
receive prior Commission approval. 
These transactions are limited to those 
adjustments which (a) can be specifically 
identified with and related to the business 
activities of particular prior periods, and 
(b) are not attributable to economic 
events occurring subsequent to the date 
of the financial statements for the prior 
period, and (c) depend primarily on 
determinations by persons other than 
the management, and (d) were not sus
ceptible of reasonable estimation prior
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to such determination. This account shall 
also include the related income tax 
effects (State and Federal) on items in
cluded herein. All items included in this 
account shall be sufficiently described in 
the entries relating thereto as to permit 
ready analysis.

B. Adjustments, charges or credits due 
to losses on reacquisition, resale or re
tirement of the company’s own capital 
stock shall be included in this account. 
(See account 207, Other Paid-in Capital 
for the treatment of gains.)

I t e m s

1. Significant nonrecurring adjustments or 
settlements of income taxes.

2. Significant amounts resulting from liti
gation or similar claims.

3. Significant amounts relating to adjust
ments or settlements of utility revenue 
under rate processes.

4. Significant adjustments to plant in servr 
ice depreciation and amortization as a 
result of Commission direction.

5. Write off of unamortized capital stock 
expenses.

51. Amend the note in account “721, 
Nonproductive well drilling,” by chang
ing the General Instruction number from 
“12” to “14.” As amended the note will 
read:
721 Nonproductive well drilling.

* * * * *
No te : Records in support of the charges 

to this account shall conform, as appropriate, 
to General Instruction 14, Gas Well Records.

52. In account “733, Gas withdrawn 
from underground storage—Debit,”
amend the note by deleting “435, Mis
cellaneous Debits to Surplus” and sub
stituting “439,‘Adjustments to Retained 
Earnings.” As amended the note will 
read:
733 Gas withdrawn from underground 

storage— Debit.
* * * * *

Note : Adjustments for gas inventory losses 
due to cumulative inaccuracies in gas meas
urement, or from other causes, shall be en
tered in account 741, Gas Losses. If, however, 
any adjustment is substantial and related 
predominantly to prior years, it shall be 
charged to account 439, Adjustments to 
Retained Earnings.

53. In account “741, Gas losses,” 
amend the final sentence in the first 
Paragraph by deleting “435, Miscellane
ous Debits to Surplus” and substituting 
therefor “439, Adjustments to Retained 
Earnings.” As amended, this portion of 
account 741 will read:
741 Gas losses.
* * * K, however, any adjustment is 
substantial and relates predominantly tc 
^oryears, it shall be charged to account 
439, Adjustments to Retained Earnings.

E. The following are proposed amend- 
inents and revisions to the Uniform Sys
tem of Accounts for Class D Natural Gas 
VrPam es, in Part 205, Chapter I, Title 

of the Code of Federal Regulations:
1. Amend the General Instructions 

section of Part 205 as follows: Imme- 
irS 6?  after instruction “3. Item Lists,’ 
T+nvJ » ew instructions “4. Extraordinarj 
tems and “5. Prior Period Items.” Be

ginning with instruction “4. Distributior

of Pay and Expenses of Employees,” re
number remaining instructions 4. 
through 6. as 6. through 8. New 
instructions 4. and 5. will read:

General Instructions
* * * 9 *

4. Extraordinary Item s.
I t  is the intent that net income shall 

reflect all items of profit and loss during 
the period with the sole exception of 
prior period adjustments as described in 
paragraph 5 below. Those items related 
to the effects of events and transactions 
which have occurred during the current 
period and which are not typical or cus
tomary business activities of the com
pany shall be considered extraordinary 
items. Accordingly, they will be events 
and transactions of significant effect 
which would not be expected to recur 
frequently and which would not be con
sidered as recurring factors in any evalu
ation of the ordinary operating processes 
of business. (In determining significance, 
items of a similar nature should be con
sidered in the aggregate. Dissimilar items 
should be considered individually; how
ever, if they are few .in number, they may 
be considered in aggregate.) To be con
sidered as extraordinary under the above 
guidelines, an item should be more than 
approximately 5 percent of income, com
puted before extraordinary items. Com
mission approval must be obtained to 
treat an item of less than 5 percent, as 
extraordinary. (See accounts 434, Ex
traordinary income and 435, Extraor
dinary deductions.)

5. Prior Period Item s.
A. As a general rule, items relating to 

transactions which occurred prior to the 
current calendar year but were not re
corded in the books of account shall be 
included in the same accounts in Which 
they would have been recorded had the 
item been recorded in the proper period. 
Such items relate to events or transac
tions which occurred in a prior period or 
periods, the accounting effects of which 
could not be determined with reasonable 
assurance at the time, usually because of 
major uncertainty then existing. When 
the amount of a prior period item is rel
atively so large its inclusion for a single 
month would distort the accounts for 
that month, the amount may be distrib
uted in equal amounts to the accounts 
for the current and remaining months 
of the calendar year. However, if the 
amount of any prior period item is so 
large that the company believes its in
clusion in the income statement would 
seriously distort the net income for the 
year, the company may request Commis
sion approval to record the amount in ac
count 439, Adjustments to Retained 
Earnings. Such a request must be ac
companied by adequate justification.

B. Treatment as prior pèriod adjust
ments should not be applied to the nor
mal, recurring corrections and adjust
ments which are the natural result of the 
use of estimates inherent in the account
ing process. For example, changes in the 
estimated remaining lives of fixed assets 
affect the computed amounts of deprecia
tion, but these changes should be con

sidered prospective in nature and not 
prior period adjustments. Similarly, rel
atively insignificant adjustments of pro
visions for liabilities (including income 
taxes) made in prior periods should be 
consdered recurring items to be reflected 
in operations of the current period. Some 
uncertainties, for example those relating 
to the realization of assets (collectibility 
of accounts receivable, ultimate recovery 
of deferred costs or realizability of inven
tories or other assets), would not qualify 
for prior period adjustment treatment, 
since economic events subsequent to the 
date of the financial statements must of 
necessity enter into the elimination of 
any previously existing uncertainty. 
Therefore, the effects of such matters are 
considered to be elements in the deter
mination of net income for the period in 
which the uncertainty is eliminated. 
(See account 439, Adjustments to 
retained earnings.)

2. Amend the second sentence in para
graph B of Gas Plant Instruction “6. 
Gas Plant Retired” by deleting “434, Mis
cellaneous Credits to Surplus, or account 
435, Miscellaneous Debits to Surplus” 
and substituting therefor “421.1, Gain 
on Disposition of Property, or account 
421.2, Loss on Disposition of Property,” 
As amended, this portion of paragraph B 
will read:

Gas Plant Instructions
* .4« * * *

6. Gas Plant Retired.
4c 4c 4c «  4c

B  * * * i f  ian(j  jS sold, the differ
ence between the book cost (less any 
accumulated provision for depreciation, 
depletion, or amortization therefor which 
has been authorized and provided) and 
the sale price of the land (less commis
sions and other expenses of making the 
sale) shall be included in account 421.1, 
Gain on Disposition of Property, or ac
count 421.2, Loss on Disposition of Prop
erty, as appropriate. * * *

3. Amend the chart of Balance Sheet 
Accounts as follows: Amend account 
titles 215 and 216 by deleting the words 
“earned surplus” and substituting the 
words “retained earnings” therefor. Im 
mediately following account title “253, 
Other deferred credits,” add new account 
title “255, Accumulated deferred invest
ment tax credits.” The amended por
tions of the chart of Balance Sheet 
Accounts will read:

Balance Sheet Accounts
(Chart of Accounts)

*  *  *  *  *

LIABILITIES AND OTHER CREDITS
5 .  P r o p r i e t a r y  C a p it a l

* « * • •
215 Appropriated retained earnings.
216 Unappropriated retained earnings.

* * 9 9 9
8 . D e f e r r e d  C r e d i t s

9 . 9  <9 9 9
255 Accumulated deferred investment tax  

credits.
9 9 9 9 9

4. Account “110, Accumulated provi
sion for depreciation, depletion and
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amortization of gas plant,” is amended 
as follows: In paragraph A, delete sub- 
paragraph (2) and redesignate subpara
graphs (3) through (5) as (2) through
(4). In  the second sentence in paragraph 
D, delete the word “surplus” and substi
tute the words “retained earnings” 
therefor. The amended portion of para
graph D will read:
110 Accumulated provision for depreci

ation, depletion, and amortization of 
gas plant.
* * ~ * * *

D. * * * I t  shall not transfer any 
portion of this account to retained earn
ings or make*any other use thereof with
out authorization by the Commission.

5. In  account “183, Other deferred 
debits,” amend the final sentence in 
subparagraph A (l) by deleting the words 
“435, Miscellaneous Debits to Surplus,” 
and substituting therefor “426.5, Other 
Deductions.” As so amended, the final 
sentence in subparagraph A d) will 
read:
183 Other deferred debits.

^  *
(1) * * * i f  the work is abandoned, 

the charge shall be to account 426.5, 
Other Deductions, or to the appropriate 
operating expense account. •

6. In  account “213, Discount on capi
tal stock,” amend paragraphs B and C 
by deleting the words “435, Miscella
neous Debits to Surplus,” and substi
tuting “439, Adjustments to Retained 
Earnings.” As amended, paragraphs B  
and C will read: .
213 Discount on capital stock.

♦ * * * *
B. When capital stock which has been 

actually issued is retired, the amount in 
this account applicable to the shares 
retired shall be written off to account 
207, Other Paid-In Capital; provided, 
however, that the amount shall be 
charged to account 439, Adjustments to 
Retained Earnings, to the extent that it 
exceeds the balance in account 207.

C. The utility may amortize the bal
ance in this account by charges to ac
count 425, Miscellaneous Amortization, 
or it may write off capital stock discount 
in whole or in part to account 439, Ad
justments to Retained Earnings.

7. Account “214, Capital stock ex
pense” is amended as follows: In  para
graph B  change the punctuation and 
words “ : Provided, however, That” to 
read provided, however, that.” In par
agraphs B and C delete the words “435, 
Miscellaneous Debits to Surplus” and 
substitute “439, Adjustments to R e
tained Earnings.” As amended, para
graphs B  and C will read:
214 Capital stock expense.

* * * * ★
B. When capital stock which has been 

actually issued by the utility is retired, 
the amount in this account applicable 
to the shares retired shall be written off 
to account 207, Other Paid-In Capital, to 
the extent of gains on resale or cancel
lation of reacquired stock includible 
therein; provided, however, that the

amount shall be charged to account 439, 
Adjustments to Retained Earnings, to 
the extent that it exceeds the balance in 
account 207, from such source.

C. The utility may amortize the bal
ance in this account by systematic 
charges to account 425, Miscellaneous 
Amortization, or it may write off capital 
stock expense in whole or in part by 
charges to account 439, Adjustments to 
Retained Earnings.

*  *  * *  *  ^
8. Account “215, Appropriated earned 

surplus,” is amended by deleting the 
words “earned surplus” from the account 
title and the first sentence of the text and 
substituting the words “retained earn
ings” therefor. As so amended, these 
portions of account 215 will read:
215 Appropriated retained earnings.

This account shall include the amount 
of retained earnings which has been ap
propriated or set aside for specific 
purposes. * * *

9. A c c o u n t  “216, Unappropriated 
earned surplus,” is amended by deleting 
the words “earned surplus” from the ac
count title and substituting the words 
“retained earnings” therefor, and by de
leting the word “surplus” from the first 
sentence of the text and substituting the 
words “retained earnings” therefor. The 
amended portions of account 216 will 
read:
216 Unappropriated retained earnings.

This account shall include the balance, 
either debit or credit, of unappropriated 
retained earnings arising from earn
ings. * * *

10. Account “217, Reacquired capital 
stock,” is amended as follows: In  para
graph B  change the punctuation and 
words “ : Provided,, however, That” to 
read “ ; provided, however, that.” In  
paragraph B, delete the words “435, 
Miscellaneous Debits to Surplus” and 
substitute therefor “439, Adjustments to 
Retained Earnings.” As amended, para
graph B will read:
217 Reacquired capital stock.

* * * * *
B. When reacquired capital stock is 

retired or canceled, the difference be
tween its cost, including commissions 
and expenses paid in connection with the 
reacquisition, and its par or stated value 
plus any premium and less any discount 
and expenses applicable to the shares 
retired, shall be debited or credited, as 
appropriate, to account 207, Other Paid- 
In  Capital; provided, however, that 
debits shall be charged to account 439, 
Adjustments to Retained Earnings, to 
the extent that they exceed the balance 
of gains on regale or cancellation of re
acquired stock included in account 207.

11. In  account “218, Noncorporate 
proprietorship,” amend the final sen
tence in Note C by deleting the word 
“surplus” and substituting “retained 
earnings.” As amended this portion of 
Note C will read:
218 Noncorporate proprietorship.

Note C: * * * When this option is taken, 
the retained earnings accounts shall be 
maintained and entries thereto shall be 
made in accordance with the texts thereof.

12. In  account “221, Bonds,” amend 
paragraph B by deleting “434, Miscel
laneous Credits to Surplus, or account 
435, Miscellaneous Debits to Surplus” and 
substituting therefor “428, Amortization 
of Debt Discount and Expense, or ac
count 429, Amortization of Premium on 
Debt-Cr.” As amended paragraph B will 
read:
221 Bonds.

* * * * *
B. When bonds are reacquired, the dif

ference between face value, adjusted for 
unamortized discount, expense or pre
mium and the amount paid upon re
acquisition, shall be included in account 
428, Amortization of Debt Discount and 
Expense, or account 429, Amortization 
of Premium on Debt-Cr., as appropriate.

13. In  account “236, Taxes accrued,” 
amend the last sentence in paragraph B 
by deleting the remainder of the sen
tence after the word “expenses,” and 
substituting therefor “see general in
struction 5, for treatment.” As amended 
this portion of paragraph B will read:
236 Taxes accrued.

* * * * *
B . * * * However, if such corrections 

are so large as to seriously distort cur
rent expenses, see general instruction 5 
for treatment.

14. Immediately following a c c o u n t  
“253, Other deferred credits,” add new 
account 255 which will read as follows:
255 Accumulated deferred investment 

tax credits.
A. This account shall be credited with 

all investment tax credits deferred by 
companies which have elected to follow 
deferral accounting, p a r t i a l  or full, 
rather than recognizing in the income 
statement the total benefits of the tax 
credit as realized. After such election, a 
company may not transfer amounts from 
this account, except as authorized herein 
and in accounts 411.3, Investment Tax 
Credit Adjustments, and 420, Investment 
Tax Credits, or with approval of the 
Commission.

B. Where the company’s accounting
provides that investment tax credits are 
to be passed on to customers, this aocoun 
shall be debited and a c c o u n t  4ii. , 
credited with a proportionate amount o ■ 
termined in relation to the average use-, 
ful life of gas utility property to whicn 
the tax credits relate or such les 
period of time as may be adopted a 
used by the company. If, however, _ 
deferral procedure provides that invest
ment tax credits are not to be P&ss^  
to customers, the proportionate resto 
tions to income shall be credited 
account 420. .,

C. I f  any of the investment tax credits 
to be deferred are related to utility OP®* 
ations other than gas or to nonutih y 
operations, appropriate subdivisions o 
this* account shall be maintained a 
entries shall be appropriately recor e i
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this account and in account 413, Ex
penses of Gas Plant Leased to Others; 
account 414, Other Utility Operating In 
come; account 416, Costs and Expenses 
of Merchandising, Jobbing and Contract 
Work; account 417, Income from Non- 
utility Operations; or account 418, Non
operating Rental Income.

D. Records shall be maintained iden
tifying the properties related to the in
vestment tax credits for each year, the 
weighted average service life of such 
properties, and any unused balance of 
such credits. Such records are not neces
sary unless the credits are deferred.

15. In account “265, Miscellaneous 
operating reserves,” amend the note by 
deleting the words “Earned Surplus” and 
substituting therefor “Retained Earn
ings.” As so amended the note will read:
265 Miscellaneous operating reserves.

* * * * *
N o t e : This account includes only such 

reserves as may be created for operating pur
poses and does not include any reservations 
of income the credits for which should be 
carried in account 215, Appropriated Re
tained Earnings.

16. In account “271, Contributions in 
aid of construction,” amend paragraph 
B by deleting the words “to earned sur
plus or.” As amended paragraph B  will 
read:
271 Contributions in aid of construction.

* * * * • *
B. The credits to this account shall not 

be transferred to any other account 
without the approval of the Commission.

17. In account “302, Franchises and 
consents,” amend the last sentence in 
paragraph B and the first sentence in 
paragraph C by deleting the words “435, 
Miscellaneous Debits to Surplus,” and 
substituting therefor “426.5, Other De
ductions.”* As amended these portions of 
paragraphs B and C will read :
302 Franchises and consents.

B. * * * Any excess of the amount 
actually paid by the utiiity over the 
amount above specified shall be charged 
to account 426.5, Other Deductions.

D. When any franchise has expired, 
the book cost thereof shall be credited 
hereto and charged to account 426.5, 
Other Deductions, or to account 110, Ac
cumulated Provision for Depreciation, 
Depletion and Amortization of Gas 
Plant, as appropriate.

18. In-account “303, Miscellaneous in
tangible plant,” amend paragraph B  by 
deleting the words “435, Miscellaneous 
Debits to Surplus” and substituting 
therefor “426.5, Other Deductions.” As 
amended, paragraph B will read:

03 Miscellaneous intangible plant. 
* * * * *

B. When any item included in this 
account is retired or expires, the book 
cost thereof shall be credited hereto 
and charged to account 426.5, Other De- 
auctions, or account 110, Accumulated 
« n i «  *or Depreciation, Depletion 
ana Amortization of Gas Plant, as 
appropriate.
. J i  Reivse the chart of Income Ac
counts to read as follows:

Income Accounts 
(Chart of Account)

1. U t i l i t y  O p e r a t i n g  I n c o m e

400 Operating revenues.
Operating expenses:

401 Operation and maintenance expense.
403 Depreciation and depletion expense.
404 Amortization expense.
408 Taxes other than income taxes.
408.1 Taxes other than income taxes, utility

operating income.
409 Income taxes.
409.1 Income taxes, utility operating in*

come.
411.3 Investment tax credit adjustments.
411.4 Investment tax credit adjustment, 

? utility operations.
Total gas utility operating ex

penses.
Net gas utility operating income. 

Other Operating Income :
412 Revenues from gas plant leased to

others.
413 Expenses of gas plant leased to others.
414 Other utility operating income.

Net utility operating income.
2 . O t h e r  I n c o m e  a n d  D e d u c t i o n s , 

a . o t h e r  i n c o m e

415 Revenues from merchandising, job
bing, and contract work.

416 Costs and expenses of merchandising,
jobbing, and contract work.

418 Nonoperating rental income.
419 Interest and dividend income.
421 Miscellaneous nonoperating income.
421.1 Gain on disposition of property.

Total other income.
B . O T H E R  IN C O M E  D E D U C T IO N S.

421. 2 Loss on disposition of property.
425 Miscellaneous amortization.
426 Miscellaneous income deductions.
426.1 Donations. '
426. 2 Life insurance.
426.3 Penalties.
426.4 Expenditures for certain civic, polit

ical and related activities.
426. 5 Other deductions.

Total other income deductions. 
Total other income and deduc

tions.
C . T A X E S A PP LIC A BLE TO O T H E R  IN C O M E  AND 

D ED U C TIO N S

408.2 Taxes other than income taxes, other
income, and deductions.

409.2 Income taxes, other income, and de-
eductions.

411.5 Investment tax credit adjustments,
nonutility operations.

420 Investment tax credits.
Total taxes on other income and 

deductions.
Net other income and deductions.

3 . I n t e r e s t  C h a r g e s

427 Interest on long-term debt.
428 Amortization of debt discount and

expense.
429 Amortization of premium on debt—

Cr.
430 Interest on debt to associated com

panies.
431 Other interest expense.

Total interest charges.
.432 Interest charged to construction—Cr.

Income before extraordinary 
items.

4 .  E x t r a o r d in a r y  I t e m s

434 Extraordinary income.
435 Extraordinary deductions.
409.3 Income taxes, extraordinary items.

Net income.
20. Amend account “408, Taxes other 

than income taxes,” as follows: Amend 
paragraph A by deleting the words 
“which are properly chargeable to gas 
operations.” Add new paragraph D. De
lete Notes A and D and redesignate Notes 
B, C, E, and F  as Notes A, B, C, and D. 
Add new Note E. As amended these 
portions of account 408 will read:
408 Taxes other than income taxes.

A. This account shall “ include the 
amount of ad valorem, gross revenue or 
gross receipts taxes, State unemployment 
insurance, franchise taxes, Federal ex
cise taxes, social security taxes, and all 
other taxes assessed by Federal, State, 
county, municipal, or other local 
governmental authorities, except income 
taxes.

* * * * *

D. This account shall be maintained 
according to the subaccounts 408.1 and
408.2 inclusive, shown below.

N o t e  A :  Special assessments for street and 
similar improvements shall be included in 
the appropriate utility plant or nonutility 
property account.

N o t e  B: Taxes specifically applicable to 
construction shall be included in the cost 
of construction.

N o t e  C: Gasoline and other sales taxes 
shall be charged as far as practicable to the 
same account as the materials on which the 
tax is levied.

N o t e  D : Social Security and other forms of 
so-called payroll taxes shall be distributed 
to utility departments and to nonutility 
functions on a basis related to payroll. 
Amounts applicable to construction shall be 
charged to the appropriate plant account.

N o t e  E: Interest on tax refunds or de
ficiencies shall not be included in this ac
count but in account 419, Interest and 
Dividend Income, or 431, Other Interest 
Expense, as appropriate.

21. Immediately following account 
“408, Taxes other than income taxes,” 
add new subaccounts 408.1 and 408.2 
which will read as follows:
408.1  Taxes other than income taxes, 

utility operating income.
This account shall include those taxes 

recorded in 408, Taxes Other Than In
come Taxes, which relate to utility oper
ating income. This account shall be 
maintained so as to allow ready identi
fication of taxes relating to Utility Oper
ating Income (by department), Utility 
Plant Leased to Others and Other Utility 
Operating Income.
408.2  Taxes other than income taxes, 

other income, and deductions.
This account shall include those taxes 

recorded in account 408, Taxes Other 
Than Income Taxes, which relate to 
Other Income and Deductions.

22. Account “409, Income Taxes,” is 
amended as follows: In  the first sentence 
in paragraph A insert the word “income” 
between the words “federal” and “taxes.” 
In  the second sentence in paragraph A, 
delete the remainder of the sentence
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after the word “adjusted” and substi
tute therefor “by a charge or credit to 
this account, unless such adjustment is 
properly includible in account 439, Ad
justments to Retained Earnings, so that 
this account as nearly as can be ascer
tained shall include the actual taxes 
payable by the utility. (See general in
struction 5 for prior period adjust
ments.) ” Revise paragraph B. Add a new 
paragraph C. Delete Notes B, C, and D. 
Redesignate Note E as Note B. As so 
amended, account 409 will read:
409 Income taxes.

A. This account shall include the 
amount of State and Federal income 
taxes on income properly accruable dur
ing the period covered by the income 
statement to meet the actual liability for 
such taxes. Concurrent credits for the tax 
accruals shall be made to account 236, 
Taxes Accrued, and as the exact amount 
of taxes becomes known, the current tax 
accruals shall be adjusted by a charge 
or credit to this account, unless such 
adjustment is properly includible in ac
count 439, Adjustments to Retained 
Earnings, so that this account as nearly 
as can be ascertained shall include the 
actual taxes payable by the utility. (See 
general instruction 5 for prior period 
adjustments.)

B. The accruals for income taxes shall 
be apportioned among utility depart
ments and to Other Income and Deduc
tions so that, as nearly as practicable, 
each tax shall be included in the expenses 
of the utility department or Other In
come and Deductions, the income from 
which gave rise to the tax. The income 
tax effect of amounts recorded in ac
count 439, Adjustments to Retained 
Earnings shall be recorded in that ac
count. The tax effect relating to interest 
charges shall be allocated between util
ity and nonutility operations. The basis 
for this allocation shall be the ratio of 
net investment in utility plant to net 
investment in nonutility plant.

C. This account shall be maintained 
according to the subaccounts 409.1, 409.2, 
and 409.3 inclusive, shown below.

Note  A: Taxes assumed by the utility on 
interest shall be charged to account 431, 
Other Interest Expense.

Note  B :  Interest on tax refunds or defi
ciencies shall not be included in this account 
but in account 419, Interest and Dividend 
Income, or account 431, Other Interest 
Expense, as appropriate.

23. Immediately following account 
“409, Income taxes,” add new subac
counts 409.1, 409.2, and 409.3 which will 
read as follows:
409.1 Income taxes, utility operating 

income.
This account shall include the amount 

of those State and Federal income taxes 
reflected in account 409, Income Taxes 
which relate to utility operating income. 
This account shall be maintained so as 
to allow ready identification of tax ef
fects (both positive and negative) relat
ing to Utility Operating Income (by de
partments) , Utility Plant Leased to 
Others and Other Utility Operating 
Income.

409.2 Income taxes, other income, and 
deductions.

This account shall include the amount 
of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) whichrelate 
to Other Income and Deductions.
409.3 Income taxes, extraordinary items/

This account shall include the amount 
of those State and Federal income taxes 
reflected in account 409, Income Taxes 
(both positive and negative) which relate 
to'Extraordinary Items,

24. Immediately following new ‘sub- 
account “409.3 income taxes, extraor
dinary items,” add new account 411.3 
and new subaccounts 411.4 and 411.5 
which will read as follows:
411.3 Investment tax credit adjustments.

A. This account shall be debited with 
the total amount of Investment Tax 
Credits used in calculating the reported 
current year’s income taxes which are 
charged to account 409, Income Taxes, 
except to the extent that all or part of 
such credits are to be passed on to cus
tomers currently, either as a result of the 
election of the company, or a directive of 
a State regulatory commission as defined 
in the Natural Gas Act, under these lat
ter circumstances that part or all of such 
credits passed on to customers would be 
treated solely as a reduction in income 
taxes for the year and no entries would 
be necessary.

1. When a company is using deferral 
accounting for all or any part of the 
investment tax credit allowed for the 
current year, account 255, Accumulated 
Deferred Investment Tax Credits, shall 
be credited with an equal amount of the 
investment tax credit debited to this 
account.

2. When a company’s accounting does 
not provide for deferral of all or any part 
of the tax credits and such credits are 
not to be passed on to customers, account 
420, Investment Tax Credits, shall be 
credited with the same amount of the 
investment tax credit debited to this ac
count.

B. When a company which has de
ferred all or part of its investment tax 
credits passes on to its customers all or 
a part of such deferred credits, either 
as a result of its election to do so or at 
the direction of a State commission, it 
shall credit this account and debit ac
count 255, with such amounts passed on 
in the current year, provided, however, 
that the amounts shall be allocated pro
portionately over the average useful life 
of the property to which the tax credits 
relate or such lesser period as may be 
adopted and consistently used by the 
company.

C. When deferral accounting for all or 
any part of investment tax credits is 
adopted, a company may change the ap
portionment of its annual amortization 
between this account and account 420 
in accordance with the above instruc
tions provided that the total annual 
amortization credit is calculated on a 
consistent basis such as over the average

useful life of the property to which tax 
credits relate or over a lesser period of 
time as may be adopted and consistently 
used by the company,

D. This account shall be maintained 
according to the subaccounts 411.4 and
411.5 inclusive, as shown below.
411.4  Investment tax credit adjustments, 

utility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, Invest
ment Tax Credit Adjustments related to 
property used in Utility Operations (by 
department).
411.5  Investment tax credit adjustments, 

nonutility operations.
This account shall include the amount 

of those investment tax credit adjust
ments reflected in account 411.3, In
vestment Tax Credit Adjustments relat
ed to property used in Nonutility Oper
ations.

25. Amend paragraph B  of the ex
planatory text following accounts “412, 
Revenues, from gas plant leased to 
others” and “413, Expenses of gas plant 
leased to others,” by listing “Operation” 
and “Maintenance” separately and by 
deleting the items “Taxes other than 
income taxes” and “Income taxes.” Im
mediately following paragraph B, add a 
Note. As amended, paragraph B and the 
note will read:
412 Revenues from gas plant leased to 

others.
413 Expenses of gas plant leased to 

others.
* * * * •

B. The detail of expense shall be kept 
or supported so as to show separately the 
following:

Operation.
Maintenance.
Rents.
Depreciation and depletion.
Amortization.
No te : Related operating taxes shall be re

corded in account 408, Taxes Other Than 
Income Taxes, and income taxes shall be 
recorded in account 409, Income Taxes, iden
tified separately.

26. In account “414. Other utility oper
ating income,” amend paragraph B by 
deleting the word “taxes.” Immediately 
following paragraph B add a note. As 
amended, these portions of account 414 
will read:
414 Other utility operating income. 

* * * * *
B. The expenses shall include every 

element of cost incurred in such opera
tions, including depreciation, rents, an 
insurance.

No te : Related operating taxes shall be re
corded in account 408, Taxes Other - 
Income Taxes, and income taxes sha 
recorded in account 409, Income Taxes, 
identified separately.

27. In the text of Income Accounts, 
amend the heading “2. Other Income ̂  V 
adding the words “and Deductions, so 
that as amended this heading will rea
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2. Other I ncome and Deductions

28. In the explanatory text following 
accounts “415, Revenués from mer
chandising, jobbing and contract work” 
and “416, Costs and expenses of mer
chandising, jobbing and contract work,” 
redesignate the “Note” as “Note A :” Im 
mediately following redesignated “Note 
A,” add new Note B. The amended por
tions of the explanatory text will read:
415 Revenues from merchandising, job

bing, and contract work.
416 Costs and expenses of merchandis

ing, jobbing, and contract work.
Note A : *  *  *
Note B: Related operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes, and income taxes shall be 
recorded in account 409, Income Taxes.

29. Amend account “418, Nonoperat
ing rental income,” by adding a note 
which will read:
418 Nonoperating rental income.

* * * * * 
No te : Related- operating taxes shall be 

recorded in account 408, Taxes Other Than 
Income Taxes, and income taxes shall be 
recorded in account 409, Income Taxes.

30. In account “419, Interest and divi
dend income,” add a new Note imme
diately following paragraph A and delete 
paragraph B. The amended portions of 
account 419 will read:
419 Interest and dividend income.

A. * * *

Note : Related operating taxes shall be 
recorded in account 408, Taxes Other Than 
Income Taxes, and income taxes shall be 
recorded in account 409, Income Taxes.

ti 31. Immediately following account 
‘419, Interest and dividend income,” add 

new account 420 which will read:
420 Investment tax credits.

This account shall be credited as fol
lows with investment tax credit amounts 
not passed on to customers:

(a) By amount equal to debits to ac- 
coirnt 411.3, Investment Tax Credit Ad
justments, for investment tax credits 
used in calculating income taxes for the 
year when the company’s accounting 
provides for nondeferral of all or a por
tion of such credits; and,

(b) By amounts equal to debits to ac
count 255, Accumulated Deferred Invest
ment Tax Credits, for proportionate 
amounts of tax credit deferrals allocated 
over the average useful life of the prop- 
c, v. i wb*cb the tax credits relate, or

period of time as may be 
aaopted and consistently used by the 
company.

account “421, Miscellaneous 
jncome ” amend the first 

a p h Ver t i ng the words “, ex- 
“itmJ »?'e-s’ immediately after the word 
adrtbit } he  first sentence and by 

the following sentence “Related
accoim fano^8 sha11 be recorded in 
S fc S ? *  40,8’ -Taxes ° th e r  Than Income

axes, and income taxes shall be re

corded in account 409, Income Taxes.” 
As amended account 421 will read:
421 Miscellaneous nonoperating income.

This account shall include all revenue 
and expense items, except taxes, prop
erly includible in the income account 
and not provided for elsewhere. Related 
operating taxes shall be recorded in ac
count 408, Taxes Other Than Income 
Taxes, and income taxes shall be re
corded in account 409, Income Taxes.

33. Immediately • following account 
“421, Miscellaneous nonoperating in
come,” add new accounts 421.1 and 421.2 
which will read as follows:
421.1 Gain on disposition of property.

This account ishall be credited with the 
“gain on the sale, conveyance, exchange, 
or transfer of utility or other property to 
another. (See gas plant instruction 6B.) 
Record income taxes on gains recorded 
in this account in account 409, Income 
Taxes.
421.2 Loss on disposition of property.

This account shall be charged with 
the loss on the sale, conveyance, ex
change, or transfer of utility or other 
property to another. (See gas plant in
struction 6B.) Record the reductions in 
income taxes attributable to losses re
corded in this account in account 409, 
Income Taxes.

34. In the text of Income Accounts, 
delete the heading “3. Miscellaneous In 
come Deductions.”

35. ' In account “425, Miscellaneous 
amortization,” delete the last sentence 
in the first paragraph. The amended 
portion of account 425 will read:
425 Miscellaneous amortization.

This account shall include amortiza
tion charges not includible in other ac
counts which are properly deductible 
in determining the income of the utility 
before interest charges. Charges includ
ible herein, if significant in amount, 
must be in accordance with an orderly 
and systematic amortization program. 

♦ * * * *
36. In account “426, Other income de

ductions,” amend the account title by 
deleting the word “Other” and substi
tuting the word “Miscellaneous.” Im 
mediately following the first paragraph 
of the account insert the text of the note 
now located under account “426.5, Other 
deductions.” The amended portions of 
account 426 will read:
426 Miscellaneous income deductions.

* * * * *
N o t e : The classification of expenses as non

operating and their inclusion in this account 
is for accounting purposes. It does not pre
clude Commission consideration of proof to 
the contrary for ratemaking or other 
purposes.

37. In  account “426.5, Other deduc
tions,” delete the note and substitute 
therefor a list of items. As amended ac
count 426.5 will read:

426.5  Other deductions.
This account shall include other mis

cellaneous expenses which are nonoper
ating in nature, but which are properly 
deductible before determining total in
come before interest charges.

I t e m s

1. Loss relating to investments in securi
ties written off or written down.

2. Loss on sale of investments.
3. Loss on reacquisition, resale, or retire

ment of utility’s debt securities.
4. Preliminary .survey and investigation ex

penses related to abandoned projects, when 
not written off to the appropriate operating 
expense account.

38. In  the text of Income Accounts, re
designate heading “4. Interest Charges” 
as “3. Interest Charges.”

39. In  the text of Income Accounts, 
delete the heading “5. Earned Surplus” 
and the following accounts classified 
under that heading:
433 Balance transferred from income.
434 Miscellaneous credits to surplus.
435 Miscellaneous debits, to surplus.
436 Appropriations of surplus.
437 Dividends declared—Preferred stock.
438 Dividends declared—Common stock.

40. In  the text of Income Accounts, 
immediately following account “432, In 
terest charged to construction—Cr.,” add 
a new heading “4. Extraordinary Items” 
and new Accounts “434, Extraordinary 
income” and “435, Extraordinary deduc
tions.” which will read as follows:

4. E xtraordinary I tems

434 Extraordinary income.
This account shall be credited with 

nontypical, noncustomary, infrequently 
recurring gains, which would signifi
cantly distort the current year’s income 
computed before Extraordinary Items, if 
reported other than as extraordinary 
items. The applicable income tax effects 
of this account shall be recorded in ac
count 409, Income Taxes, identified sep
arately. (See general instruction 4.)
435 Extraordinary deductions.

This account shall be debited with non
typical, noncustomary, infrequently re
curring losses, which would significantly 
distort the current year’s income com
puted before Extraordinary Items, if re
ported other than as extraordinary items. 
The applicable income tax effects of this 
account shall be recorded in account 409, 
Income Taxes, identified separately. (See 
general instruction 4.)

41. Following the text of Income Ac
counts, and immediately preceding the 
chart of “Operating Revenue Accounts,” 
insert a new section, entitled “Retained 
Earnings Accounts,” which will contain 
the following chart and text of accounts.

Retained Earnings Accounts 
(Chart of Accounts)

216 Unappropriated retained earnings (at 
beginning of period).

433 Balance transferred from income.
436 Appropriations of retained earnings.
437 Dividends declared—Preferred stock.
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438 Dividends declared—Common stock.
439 Adjustments to retained earnings.
216 Unappropriated retained earnings (at 

end of period).

Retained Earnings Accounts 
433 Balance transferred from income.

This account shall include the net 
credit or debit transferred from income 
for the year.
436 Appropriations of retained earnings.

This account shall include appropria
tions of retained earnings.

I tem s

1. Appropriations required under terms of 
mortgages, orders of courts, contracts, or 
other agreements.

2. Appropriations required by action of 
regulatory authorities.

3. Other appropriations made at option 
of utility for specific purposes.
437 D ivid end s d e c la re d — Preferred 

stock.
A. This account shall include amounts 

declared payable out of retained earn
ings as dividends on actually outstanding 
preferred or prior lien capital stock is
sued by the utility.

B. Dividends shall be segregated for 
each class and series of preferred stock 
as to those payable in cash, stock and 
other forms. If  not payable in cash, the 
medium of payment shall be described 
with sufficient detail to identify it.
438 Dividends declared— Common stock.

A. This account shall include amounts 
declared payable out of retained earn
ings as dividends on actually outstand
ing common capital stock issued by the 
utility.

B. Dividends shall be segregated for 
each class of common stock as to those 
payable in cash, stock and other forms. 
I f  not payable in cash, the medium of 
payment shall be described with suffi
cient detail to identify it.
439 Adjustments to retained earnings.

A. This account shall include signifi
cant nonrecurring transactions relating 
to prior periods. Other than transactions 
of capital stock as specified in paragraph

 ̂B  below, all entries to this account must 
receive prior Commission approval. These 
transactions are limited to those adjust
ments which (a) can be specifically iden
tified with and related to the business ac
tivities of particular prior periods, and 
(b) are not attributable to economic 
events occurring subsequent to the date 
of the financial statements for the prior 
period, and (c) depend primarily on de
terminations by persons other than the 
management, and (d) were not suscepti
ble of reasonable estimation prior to such 
determination. This account shall also 
include the related income tax effects 
(State and Federal) on items included 
herein. All items included in this account 
shall be sufficiently described in the en
tries relating thereto as to permit readjr 
analysis.

B. Adjustments, charges or credits due 
to losses on reacquisition, resale, or re
tirement of the company’s own capital 
stock shall be included in this account.

(See account 207, Other Paid-In Capital 
for the treatment of gains.)

I tem s

1. Significant nonrecurring adjustments 
or settlements of income taxes.

2. Significant amounts resulting from 
litigation or similar claims.

3. Significant amounts relating to adjust
ments or settlements of utility revenue 
under rate processes.

4. Significant adjustments to plant in 
service depreciation and amortization as a 
result of Commission direction.

5. Write off of unamortized capital stock 
expenses.

42. Amend the note in account “721, 
Nonproductive well drilling,” by chang
ing the General Instruction number from 
“5” to “7.” As amended the note will 
read:
721 Nonproductive well drilling.

* * * * *
No te : Records in support of the charges 

to this account shall conform, as appropri
ate, jbo note of general instruction 7, Gas Well 
Records.

F. Effective for the reporting year 
1970, it is proposed to revise certain 
pages of FPC Form No. 2-A, Annual Re
port for Natural Gas Companies (Class C 
and Class D) prescribed by § 260.2, 
Chapter I, Title 18 of the Code of Federal 
Regulations, all as set out in Attachment 
B  hereto.5

The Secretary shall cause prompt 
publication of this notice to be made in 
the F ederal R eg ister .

By direction of the Commission.
G ordon M. G rant,

Secretary.
[P.R. Doc. 70-8873; Filed, July 13, 1970;

8:45 a.m.]

FEDERAL TRADE COMMISSION
[16  CFR Part 426 1

ADVERTISING OF CYCLAMATE- 
CONTAINING ARTIFICIAL SWEET
E N E R S  AS NONPRESCRIPTION 
DRUGS

Cancellation of Notice and Public 
Hearing on Proposed Trade Regula
tion Rule
On May 20, 1970, the Federal Trade 

Commission issued a notice of public 
hearing and opportunity to submit data, 
views or arguments regarding a pro
posed Trade Regulation Rule on the 
above subject.

The Commission hereby cancels said 
notice and hearing in the above proceed
ing.

Notice will be given of any new or 
further proceeding in this matter.

Issued: July 13, 1970.
By the Commission.
[ sea l] J o seph  W. S hea ,

Secretary.
[F.R. Doc. 70-9022; Filed, July 13, 1970; 

8:50 a.m.]

6 Filed as part of original document.

NATIONAL LABOR 
RELATIONS BOARD
[ 29 CFR Part 103 1

JURISDICTIONAL STANDARDS APPLI
CABLE TO PRIVATE COLLEGES AND 
UNIVERSITIES

Notice of Proposed Rule Making
Notice is hereby given that the Na

tional Labor Relations Board has under 
consideration adoption of a proposed rule 
to prescribe standards which the Board 
will apply in determining whether to 
exercise its jurisdiction in proceedings 
involving private colleges and universi
ties arising under section 8, 9, and 10 of 
the National Labor Relations Act, as 
amended (61 Stat. 140, 143, 146, 29 
U.S.C. secs. 158, 159, and 160). The pur
poses of the- proposed rule and the data 
deemed relevant thereto are set forth in 
the attached explanatory statement. 
This rule is proposed pursuant to the 
authority of sections 6 and 14(c) of the 
National Labor Relations Act, as 
amended (61 Stat. 140, 73 Stat. 541, 29 
U.S.C.secs. 156, 164(c)).

All persons who desire to submit writ
ten data, views, or arguments for con
sideration in connection with the pro
posed rule should file 25 copies of the 
same, not later than 30 days after 
publication hereof in the F ederal 
R eg ister , with, the Executive Secretary, 
National Labor Relations Board, Wash
ington, D.C. 20570. Copies of such com
munications will be available for 
examination by interested persons dur
ing normal business hours in. the Office 
of the Executive Secretary of the Board, 
Room 701, 1717 Pennsylvania Avenue 
NW., Washington, D.C.

Dated, Washington, D.C., July 8, 1970.
By direction of the Board.

O gden W. F ields,
Executive Secretary.

Explanatory statem ent. The jurisdic
tion of the National Labor Relations 
Board to prevent unfair labor practices 
and determine questions concerning rep
resentation under sections 8, 9, and 10 o 
the Natioal Labor Relations Act, as 
amended,1 extends to all such m atters 
which “affect commerce” as defined in 
section 2(7) of the Act.2 In 1950, the 
Board by rule of decision announced 
certain specific standards which it woul 
apply in'determining whether or not o 
assert its jurisdiction in specific cases. 
From time to time, the Board has by r e 
of decision modified existing standar

1 61 Stat. 140, 143, 146, 29 U.S.C. Secs. 158,
59,160. ,r<wrT\ See2 61 Stat. 137, 89 U.S.C. Sec. 152(7). se 
’.L.R.B. v. Fainblatt, 306 U.S. 601- . al
«See 16th Annual Report of the Na. 

abor Relations Board, 1951, PP- 15-n>-
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and established new standards.4 However, 
except in exceptional circumstances and 
in connection with the purely commercial 
activities of such institutions,6 the Board 
until recently has declined to exercise its 
jurisdiction over the operations of private 
colleges and universities without regard 
to otherwise applicable standards.®

In Cornell University, 183 NLRB No. 
41, decided June 12, 1970, the Board 
reexamined its jurisdictional policy with 
respect to private colleges and universi
ties and concluded that it would hence
forth assert jurisdiction on a broader 
basis “over those private colleges and 
universities whose operations have a 
substantial effect on commerce * * V ’ 
The Board did not in that case establish 
standards for the assertion of such juris
diction over private nonprofit colleges 
and universities, but determined to leave 
the development of appropriate jurisdic
tional standards to further proceedings.

The Board has considered whether to 
develop such jurisdictional standards by 
rule of decision or through the rule- 
making procedures of the Administra-

4 See, e.g., 19th Annual Report of the Na
tional Labor Relations Board, 1954, pp. 2-5; 
22d Annual Report, 1957, pp. 7-9; 23d Annual 
Report, 1958, pp. 7-9; Floridian Hotel of 
Tampa, Inc., 124 NLRB 261; Carol Manage
ment Corporation, 133 NLRB 1126; El Dorado, 
Inc., 151 NLRB 579; Parkview Gardens, 166 
NLRB 697; Butte Medical Properties, 168 
NLRB No. 52; University Nursing Home, 168 
NLRB No. 53.

6 E.g., Port Arthur College, 92 NLRB 152; 
California Institute of Technology, 102 NLRB 
1402; Massachusetts Institute of Technology, 
110 NLRB 1611; Woods Hole Oceanographic 
Institution, 143 NLRB 568.

"E.g., Trustees of Columbia University, 97 
NLRB 424; University of Miami, 146 NLRB 
1448; Leland Stanford Junior University, 152 
NLRB 704; Massachusetts Institute of Tech
nology, 152 NLRB 598.

PROPOSED RULE MAKING
tive Procedure Act,7 and has tentatively 
concluded that in view of the nature of 
the problem and the diverse characteris
tics of the institutions potentially af
fected, it would best effectuate the poli
cies of the National Labor Relations Act 
to utilize such rulemaking procedures.

The Board does not have in view any 
specific jurisdictional standard which it 
proposes to adopt. The standards utilized 
by the Board with respect to other classes 
of enterprises have involved considera
tion, of such factors, singly or in combi
nation, as the nature of the enterprise, 
the gross dollar volume of business, the 
value of sales in or affecting commerce, 
the value of purchases in or affecting 
commerce, and the relationship of the 
enterprise to the national defense or 
other governmental operations.8 I t  may 
be that with respect to educational in
stitutions, other factors may also be rele
vant in determining the degree of impact 
on commerce, such as sources of revenue, 
total volume and general nature of pur
chases, the relationship of the institu
tion to other enterprises, the size of the 
student body, the proportion of out-of- 
state students, and the number of em
ployees, academic and nonacademic.

The data which the Board deems de
sirable to enable it to formulate an ap
propriate jurisdictional standard for 
private colleges and univeTsities encom
passes a broad spectrum of information 
relating to the number, class, and siz,e of 
the various institutions potentially af
fected by such standard as may be 
adopted. Specifically such data should 
to the extent possible include, but need 
not be limited to, information concern
ing classifications of institutions gen-

7 80 Stat. 383, 5 U.S.C. sec. 553.
8 See Annual Reports and cases cited in 

footnotes 3 and 4, supra; see also Woods Hole 
Oceanographic Institution, supra.
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erally considered relevant by the affected 
institutions, such as junior colleges, 
4-year colleges, etc., and, with respect to 
each such classification, the number of 
institutions therein, and the size of such 
institutions in terms of income, expendi
tures, student body, and employees, with 
such other data or additional feasible re
finements and breakdowns of the gross 
figures as appear to be appropriate in 
order to reflect the impact of the opera
tions of the affected institutions on in
terstate commerce. Such information 
may be submitted on the basis of each 
individual institution within the class, 
with or without naming such institutions, 
or may be submitted on the basis of rea
sonable groupings within each class. If 
the data is submitted on the basis of 
groupings, it should reflect the total 
number of institutions within each such 
group, and the total, average, and me
dian with respect to each of the types 
of information presented. To the extent 
possible data expressed in terms of 
money should be correlated to data as 
expressed in terms of number of students 
and employees.

The Board further deems it desirable 
that the views and arguments submitted 
include specific suggested standards, ex
pressed in such terms as may be deemed 
relevant, to the end that the Board’s 
jurisdiction may be asserted over those 
private colleges and universities whose 
impact on commerce may be deemed sub
stantial, but not over those whose impact 
may be deemed insubstantial.

It  is the Board’s intention to apply 
such standard or standards as may be 
adopted to all proceedings pending at 
the time of the adoption thereof, as well 
as to all proceedings which may arise 
thereafter.
[F.R. Doc. 70-8928; Filed, July 13, 1970;

8:47 a.m.]
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