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Code of Federal Regulations
Subchapter Q - Accounts Under the Interstate Commerce Act
18 C.F.R. § 352 (1991)

Part 352 of the Federal Energy Regulatory Commission’s Regulations contains the Uniform
Systemn of Accounts prescribed for jurisdictional oil pipeline companies. This section specifically
defines the procedures and methods for an oil pipeline to follow in administering the
Commission's systems of accounts. Part 352 is broken down into the following subcategories:

(1)
@
@)
4)

©)
©)
Q)
@®)

®

General Instructions
Instructions For Balance Sheet Accounts
Instructions For Carrier Property Accounts
Instructions For Operating Revenues
And Operating Expenses
Balance Sheet Accounts
Carrier Property Accounts
Operating Revenues
Operating Expenses
(a) Operations
(b) Maintenance
(c) General
Ordinary Accounts
(a) Credit
(b) Debt
(c) Discontinued Operations
(d) Extraordinary Items
And Accounting Charges

(10) Retained Income Accounts
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SUBCHAPTER Q—ACCOUNTS UNDER THE INTERSTATE
COMMERCE ACT

PART 351—FINANCIAL STATEMENTS
RELEASED 8Y CARRIERS

AurtHoriTY: Department of Enerzy Orga-
pnization Act, (42 U.8.C. 7101 et zeq.) E.O.
12009, 42 FR 46107, Interstate Commerce
Act, as amended, (40 UB.C. 1 et 22q).

§351.1 Flnancial statements released by
carriers.

Carriers desiring to do s0 may pre-
pare and publish financial statements
in reports to stockholders and others,
except in reports to this Commission,
based on generally accepted account-
ing principles for which there is au-
thoritative support, provided that any
variance from this Commission’s pre-
scribed accounting rules contained in
such statements is clearly disclosed in
footnotes to the statements.

(Order 119, 48 FR 9044, Jan. 28, 19811

PART 352--UNIFORM SYSTEMS OF
ACCOUNTS PRESCRISED FOR O
PIPELINE COMPANIES SUBJCT TO
THRE PROVISIONS OF THR INTER-
STATE COMMERCE ACT

LisT 0F INSTRUCTIONS AND ACCOUNTS
Definitions.

General Instrusiieons

changes.
1-7 Items in texts of acoounts.
1-8 Depteciation socounting—Carrisr prop-

orty.
1-§ Depreciation accounting—Noncarrier

property.
1-10 Amortization of intangibles.
1-11 Interpretation of rules.
1-12 Aocounting for income taxes.
l-l'nu.m with affiliatsd compa-
1-14 Charges to be just and reasoaable.
1-13 Accounting for marketable equity se-
curities owned.

1-18 Accounting for inaccurate reporting of
income taxes on income from contlnuing
operations which occurred prior to re-
porting year 1979,

instructions for Balonce Sheet Accounts

2-1 Current assets.

2-2 Investments and special funds,

2-3 Tanglible property.

Other asseta and deferred chargea.
Current liabilities.

2-8 Noncurrent liabilities.

2-T Contingent assets and llabilities,

Instructions for Carriar Property Acssunts

Property acquired.
Minimum rule.

X

SELRLIEEY
é
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24 Allowance for net unrealized loss on
noncurrent marketable equity securi-
tiea—Credit.

30 Carrier property.

31 Accrued depreciation—Carrier property.

32 Accrued amo proper-

ty.

33 Operating ofl supply.

34 Noncarrier property.

35 Accrued depreciation—Noncarrisr prop-
m’-

40 Organisation costs and other intangl-

" retained income.
i ] retained
785 Net unrealizsed loas on noncurrent
marketable equity securities.
78 Treasury stock.
C-ﬂu'npmw
101, 181, 171 Land

102, 182 Right of way.

103, 133 Line pipe.

104, 184 Line pipe fittings.

108, 166 Pipeiine construction,

108, 158, 176 Buildings.

107, 157 Bollers.

108, 158 Pumping equipment.

109, 159, 179 Machins tools and machinery.

110, 160 Other station equipment.

111, 161 Ofl tanks.

112, 162 Delivery facilities.

113, 163, 133 Communication systema.

114, l“t:. 184 Office furniture and equip-
men

115, 1858, 138 Vehicles and other work

equipment.
116, 188, 188 Other property.
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Construction work In progress.

Opersting Revenuss

Gathering revenues.

Trunk revenues.

Delivery revenuass.

Allowance oil revenue,

Storage and demurrage revenue.
Rental revenue.

Incidental revenue.
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310
220
230
240

3lo

Salaries and wages.
Supplies and expenses.
Outside setvices,

Rentals.
Depreciation and amortization.
Pansions and benaefita,
Insurance.
Castalty and other lossesa.

Ordinary Items
Cazprr
600 OQOperating revenuss,
anlncom (net) from noncarrier proper-
Interest and dividend income.
Miscellansous incoms.
Unusual or infrequent items (credit).

Dear?

Operating expenses,
Interest expense.
Miscsllansous

incomas charges.
Unusual or infrequent items (debit).
670 Income taxes on income from continu.

ing operationa.
871 Provision for deferred taxes.

DisconTINUED OPERATIONS

678 Income (loms) from operations of dis-
continued segmenta.
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878 Gain (losa) on disposal of discontinued
segments.

EXTRAORDINARY [TEMS AND ACCOUNTING
CHANGES

680 Extraordinary items (net).

898 Income taxes on extraordinary {tems.

898 Provision for deferred taxes—extraor-
dinary items.

687 Cumulative effect on changea in ac-
counting principles,

Reteined income Ascounts

700 Net balance tranaferred from income.
708 Prior period adjustments to beginning
retained income account.
710 Other credits to retained income.
720 Other debitas to retained income.
740 Appropriations of retained income.
appropriations of retalned

income.
797 Form of balance sheet statement,
798 Form of income statement,

79 Form of unappropriated retained
income statement.
AvurmORITY: Sec. 12, 20, 24 Stat. 383, as

amended, 49 U.B8.C. 12, 20.

Sounck 32 FR 20341, Dec. 20, 1067, unless
otherwise noted. Redesignated by Order
119, 48 FR 9044, Jan. 28, 1981,

LIST OF INSTRUCTIONS AND ACCOUNTS

Definitions., Definitions of terms
used in this system of accounta:
1. “Accounts” mesans the accounts
prescribed in this syatem of accounts.
4. “Actually issued,” as applied to se-
curities issued or assumed by the carri-
er, means those which have been sold
to bona fide purchasers or holders for
& valuable consideration, those issued
in exchange for other securities or
other property, and those issued as
dividends on stock; and the purchasers
or holders. secured them free from
control by the carrier.
3. “Actually outstanding.,” as applied
to securities issued or assumed by the
carrier, means those which have been
actually issued and are neither retired
nor held by or for the carrier.
- 4, "Additions” means facllities,

. equipment, and structures added to
oxisting property exclusive of replace-
ments,

5. "Affiliated companies” means
companies or persons that directly, or
{ndirectly through one or more inter-
maediairiea, control, or are controlled
by, or are under common control with,
the accounting carrier.
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8. “Amortization” means the gradual
extinguishment of an amoynt in an ac-
count by distributing such amount
over a fixed period, over the life of the
asset or lability to which it applies, or
over the period during which it is an-
ticipated the benefit will be realized.

7. “Book cosat” means the amount at
which assets are recorded in the ac-
counta without deduction of related
provisions for accrued depreciation,
amortization, or for other purposes.

8. “Carrier’”’ means a common carrier
by pipeline subject to the Interstate
Commerce Act.

9. “Commission"” mum the Federal
Energy Regulatory Commisaion.

10. “Control” (including the terms
“controlling,” “controlled by,” and
“under common control with"”) means
the possession, directly or indirectly,
of the power to direct or cause the di-

rection of the management and poll- )

cles of a company, whether such
power is exercised through one or
more Intermediary companies, or
alone, or in conjunction with, or pur-
suant to an agreement, and whether
such power {8 established through a
majority or minority ownership or
voting of securities, common directors,
officers or stockholders, voting trusts,
holding truata, associated companies,
contract or any other direct or indirect
means. When there is doubt about an
existence of control in any particular
situation, the carrier shall report all
pertinent facts to the Commission for
determination.

11. “Cost” means the amount of
money actually paid for property or
services or the current cazh value of
the consideration given when it is
other than money.

12. “Cost of removal” means cost of
demolishing, dismantling, tearing
down, or otherwise removing property
including costs of handling and trans-
portation.

13. “Date of retirement” means the
date that property is withdrawn from
service,

14. "Debt expense” means all ex-
pense In connection with the issusnce
and sale of evidences of debt, such as
fees for drafting mortguges and truats;
{fees and taxes for {ssuing or recording
evidences of debt; cost of engraving
and printing bonds, certificates of in-

181



pt. 352

debtedness, and other evidences of
debt; fees pald to trustees; specific
costs of obtaining governmental au-
thority; fees for legal services; fees and
commissions paid underwriters, bro-
kers, and aalesmen for marketing evl-
dences of debt; fees and expenses of
listing on exchanges; and other like
costs.

15. “Depreciation” means the loss in
service value not restored by current
maintenance and incurred in connec-
tion with the consumption or prospec-
tive retirement of property in the
course of service from causes against
which the carrier iz not protected by
insurance, and the effect of which can
be forecast with a reasonable ap-
proach to accuracy.

16. “Diacount,” as applied to securi-
ties iszsued or assumed by the carrier,
means the excess of the par or face
value of the securities plus interest or
dividends accrued at the date of the
sale over the cash value of the consaid-
eration received from their sale.

17. “Group plan” means the plan
under which depreciation charges are
computed on the book cost of all prop-
erty includad in each depreciable ac-
count by application of a composite
rate of depreciation based on the
weighted average service lives of such

of property which result in increased
service life or efficiency.

19. “Minor items of property’” means
the associated parts or items of which
units of property are composed,

20. "Net salvage value” means sal-
vage value of property retired less the
coat of removal.

21. “Nominally lssued,” as applied to

dsnod.eertlﬂod.orotherwho execut-
placed with the proper officer
and denlv:ry or pledged, or

reacquired by or for the aoccounting
company under such circumstances
which require them to be considered
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as held alive and not retired and can.
celed.

23. "Premium,” as applied to securi.
ties {ssued or assumed by the carrier,
means the exceas of the cash value of
the consideration received from their
ssle over the sum of their par (stated
value of no-par stocks) or face value
and interest or dividends accrued at
the date of sale.

24. "Property retired” means units
of property which have been removed,
sold, abandoned, destroyed, or which
for any cause have been withdrawn
from service; also, minor items of
property not replaced.

25. “Replacement’” means the subeti-
tution of a part or of a complete unit
of property with a new part or unit.

26. “Salvage value” means the
amount received or estimated to be re-
ceived for property retired less any ex-
penses incurred in connection with the
sale or preparing the property for sale;
or, if retained, the value at which the
recovered material is chargeable to the
material and supplies account or other
appropriate account.

27. "Service life” means the period
between the date that property is
placed In service and the date of its re-
tirement.

28. “Service value" means the book
coat less the actual or estimated net
salvage value of property.

, '"Straight-line method,” as ap-
plied to depreciation and amortization
accounting, means the plan under
which the service value of property Is
charged to expense and credited to the
related accrued depreciation or amor-
tization account through equal month-
ly charges during the service life of
the property.

30. (a) "Income taxes’”’ means taxes
based on income determined under
provisions of the United States Inter-
nal Revenue Code and foreign, atate
and other taxes (including franchise
taxes) based on income.

{b) “Income tax expense’’ means the
amount of income taxes (whether or
not currently payable or refundable)
aliocable {0 & period in the determins-
tion of net income.

(¢} “Pretax accounting Iincome”
means income or loas for a period, ex-
clusive of related income tax expense.
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(@) “Taxable income” means the
xcess of revenues over deductions or
€ excess of deductions over revenues
to be re?ioo:lted for income tax purposes
fofe: peTimlnc differences” means dif-
ferences between the periods in which
tions affect taxable income and
the periods in which they enter into
the determination of pretax account-
ing income. Timing differences origi-
in one or more subsequent peri-
ods. Some timing differences reduce
income taxes that would otherwise be
le currently; others increase
income taxes that would otherwise be
le currently.

(f) "Permanent differences” means
differences between taxable income
and pretax accounting Income arising
from transactions that, under applica-
ble tax laws and regulations, will not
be offset by corresponding differences
or “turn around” In other periods.

(g) “Tax effects” means differentials
in income taxes of a period attributa-
ble to (1) revenue or expense transac-
tions which enter into the determina-
tion of pretax accounting (necome in
one period and into the determination
of taxable income in another period,
(2) deductions or credits that may be
carried backward or forward for
income tax purposes and (3) adjust-
ments of prior periods and direct en-
tries to other stockholders’ equity ac-
counts which enter into the determi-
nation of taxable income in a period
but which do not enter into the deter-
mination of pretax accounting income
of that period. A permanent difference
does not result in a “tax effect” as
that term is used in this definition.

(h) “Deferred taxes” means tax ef-
fects which are deferred for allocation
:g'.uwome tax expense of future peri-

(1) *“Interperiod tax allocation”

income taxes among periods.

(]} "Tax allocation within a period”
means the process of apportioning
income tax expense applicable t0 a
given period between income before
extraordinary items and of associating
the income tax effects of adjustments
of prior periods and direct entries to
other stockholders’ equity accounts
with these items.
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31. (a) “Investor’” means & business
entity that holds an investment in
voting stock of another company.

(b) “Investee” means a corporation
that 1ssued voting stock held by an in-
vestor.

(¢) “Corporate joint venture” is a
company owned and operated by a
small group of busineases as a separate
and specific business or project for the
mutual benefit of the members of the
group.

(d) “Dividends"”, unless otherwise
specified, means dividends paid or pay-
able in cash, other assets, or another
class of stock and does not include
stock dividends or stock splits,

(e) “Earnings or losses of an inves-
tee” and “financial position of an in-
vestee” refer to net income (or net
loss) and financial position of an inves-
tee determined In accordance with
x:nerllly accepted accounting princi-
ples,

(1) “Undistributed earnings of an in-
vestee” means net income less divi-
dends declared whether received or
not.

(g) "Date of acquisition” is the date
on which the investor assumes the
rights of ownership. Ordinarily this is
the date assets are received and other
assets are given or securities issued.

32. (a) “Segment of a business”
refers {0 & component of an entity
whose activities represent a separate
major line of business or class of cus-
tomer. A segment may be in the form
of a subsidiary, a division, or & depart-
ment, and in some cases a joint ven-
ture or other nonsubsidiary investee,
provided that its assets, results of op-
erations, and activities can be clearly
distinguished, physically and oper-
ationally and for financial reporting
purposes, from the other assets, re-
sults of operations, and activities of
the entity. The fact that the results of
operations of the segment being sold
or abandoned cannot be separately
identiffed strongly suggests that the
transaction should not be classified as
a segment of bhusiness.

(b) “Measurement date” means the
date on which the management having
authority to approve the action com-
mits itaelf to a formal plan to dispose
of a segment of the busineas, whether
by abandonment or sale. The measure-
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ment date for disposals requiring Com-
mission approval shall be the service
date of the Order authorizing the dis-

posal.

(c) “Disposal date” refers to the date
of closing the sale if the disposal 1 by
sale or the date that operations cease
if the dispoaal is by abandonment.

33. “Compensating balance’”’ means
the portion of any demand deposit (or
a.nytlmedepoutoreertlﬁuuofde-
posit) maintained by a carrier (or by
any person on behalf of the carrier)
which constitutes support for existing

compensating req

shouldbeadjustedbythonmount. of
float unless such adjustment would
balance to be

the collected bank ledger balance is
less than the cash balance per carrier's
books.)

34. “Float” means deposits and with-
drawals in transit which constitute s
difference between the collected bank
ledger balance and the cash balance
per carrier’s books.

35. (a) “Equity security” encom-
passes any {nstrument representing
ownership shares (e.g., common, pre-
ferred, and other capital atock), or the
right to acquire (e.g., warrants, rights,
and call options) or dispose of (e.g.,
put options) shares in an
enterprise at fixed or determinable
prices. The term does not encompass
preferred stock that by ita terms
either must be redeemed by the issu-
ing enterprise or is redeemable at the
option of the investor, nor does it in-
clude treagsury stock or convertible

(b) “Marketable,” as applied to an
equity security, means an equity secu-
rltyutowhichnlﬂpﬂeuorbidmd
l.lkprleelmcurmuyanﬂnbleona
national securities exchange (Le.,

18 CFR Ch. | (4-1-91 Edition)

those registered with the Securities
and Exchange Commission) or in the
over-the-counter market. In the over-
the-counter market, an equity security
shall be considered marketable when s
quotation is publicly reported by the
National Assoclation of Securities
Dealers Automatic Quotations System
or by the National Quotations Bureauy,
Inc. (Provided, in the later case, That
quotations are available from at least
three dealers.) Equity securities traded
in foreign markets shall be considered
marketable when such markets are of
a breadth.and scope comparable to
those referred to above. This defini-
tion is not met by restricted stock (se-
curlt.iutorwhichulehmtrlcwdby
a governmental or contractual require-
ment except where such requirement
terminates within one year or where
the holder has the power to cause the
tc be met within one
year). Any portion of the stock which
nably be expected to qualify
for sale within one year, such as may

(¢) “Market value” refers to the ag-
gregate of the market price of & single
the number of
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pated and amended by Order 119, 48 FR
go44, Jan. 28, 1981)

General Instructions

1-1 Classification aof accounts. Ac-
counts are prescribed to record the
cost of property used in transportation
and related operations and for reve-
nues, expenses, taxes, rents, and other
items of income for such operations.
Separate accounts are prescribed for
cost of property not used in transpor-
tation operations and for income and
expenses pertaining thereto; for other
investments and related income; for
extraordinary and prior period items,
including applicable income taxes; and
for assets and labilities,

In addition, stockholders’ equity ac-
counts, designed to segregate directly
contributed capital from appropriated
and unappropriated retained income,
are provided. Retained income ac-
counts form the connecting link be-
tween the income account and the
equity section of the balance sheet.
They are provided to record the trans-
fer of net income or loas for the year:
certain capital transactions: and, when
authorized by the Commizrsion, other
items,

1-2 Records. (a) Carriers shall keep
their accounts and records in accord-
ance with the prescribed accounts. In
addition, clearing accounts, temporary
accounts, and subdivisions of any ac-
count may be kept provided the integ-
rity of the preacribed accounts is not

Each carrier shall keep ita
books of account, and all other books,
records and memoranda which sup-
port the entries in such books of ac-
count, 50 as 10 be able to furnish read-
fly full information as to any item In-
cluded in any account. Each entry
shall be supported by such detailed In-
formation as will permit ready identi-
fication, and verification of
all facts relevant thereto.

(b) The books and records referred
to herein include not only accounting
records in a limited technical sense,
but all records, such as minute books,
stock books, reports, correspondence,
memorandums, etc., which may be
useful in developing the history of or
facts regarding any transaction.

{c) No carrier shall destroy any
books, records, memoranda, etc.,
which support entries to its accounts
uniess destruction is permitted by the
regulations governing preservation of
records, Part 356 of this chapter,

(1;9 U.B.C. 5b, 304, 320, 904, 913, 917, 1003,

12)

[32 FR 20241, Dec. 20, 1967, aa amended at

40 FR 50384, Oct. 29, 1975. Redesignated

gd;’:ilended by Order 119, 46 FR 9044, Jan,
]

1-3 Accounting period. (a) Each
carrier shall keep. its books on a
monthly basis 80 that all transactions,
a8 nearly as may be aacertained, shall
be entered in the accounts not later
than 60 days after the last day of the
period for which the accounts are
stated, except that the time within
which the final entries for the year
ending December 31 shall be made
may be extended to such date in the
following March as shall not interfere
with the preparation and filing of the
annual report.

(b) Changes shall not be made in the
accounts for periods covered by re.
borts that have been filed with the
Commission unless the changes have
first been authorized by the Commis-
sion.

1-4 Accounting method. (a) This
system of accounts shall be kept by
the accrual method of accounting. The
basis used for accruing income and ex-
pense items each month shall be con-
sistently applied and any change In
suchbulsormyunumalwmnluln—
volving material amounts shall be
promptly reported to the Commission.

(b) When the amount of any trans-
action cannot be accurately deter-
mined {n time for inclusion in the aAp-
plicable month's accounts, an estimat.
ed amount shall be entered in the
proper accounts. Appropriate adjust-
mentsshnnbemndeuaoonuthe
actual amounts become known or at
the time a substantial change is indi-
cated. Carrfers are not required to an.
ticipate minor items which do not ap-
preciably affect the accounts.

1-8 Delayed itemas. Ordinary de-
layed items and adjustments arising
during the current year which are ap-
plicable to prior years shall be Includ-
ed in the same account which would
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have been charged or credited if the
item had been taken up or the adjust-
ments made in the year to which it
pertained. When the amount of a de-
layed item or adjustment is relatively
s0 large that Its inclusion in net
income for a single month would seri-
ously distort the accounts for the
month (but not for the year), such
amount may be distributed in equal
monthly charges or credits, as the case
may be, to the remaining months of
the calendar year. See instruction 1-8
for instructions covering extraordi-
nary and prior period items of a non-
recurring nature.

1-6 ZKxtraordinary, unusual or in-

items, prior period adfust-

ments, discontinued operations and
accounting changes. (a) Extraordinary
Itemns. All items of profit and loss rec-
during the year are includible

in ordinary income unless evidence
clearly supports their classification as
extraordinary items. Extraordinary
items are characterized by both their
unusual nature and infrequent occur-
rence taking into account the environ-
ment in which the firm operates; they
mt also meet the materiality stand-

Unusual means the event or transac-
tion must possess & high degree of ab-
normality and be of a type clearly un-
related to, or only incidentally related
to the ordinary and typical activities
of the entity.

Infrequent occurrence means the
event or transaction shall be of a type
not ressonably expected to recur in
the foreseeable future.

(b) Unusual or Infrequent Items. Ma-
terial events unusual in nature or in-
frequent in occurrence but not both,
thus not meeting both criteria for clas-
sification as extraordinary, shall be in-
cludible in the accounts provided as
separate ts of income/ex-
pense from continuing operationa.
Such items are not to be reported net
of income taxes.

(c) Discontinued Operations. The re-

sults of continuing o shall be
reported separately from discontinued

operations and any gain or loss result-
ing from of a segment of &
business (see definition 32(a)) shall be
reported in conjunction with the relat-
ed results of discontinued operations

18 CFR Ch. | (4-1-91 Edition)

and not as an extraordinary item. The
disposal of a segment of & business
shall be distinguished from other dis-
of assets incident to the evolu-
tion of the entity's business, such as
the disposal of part of a line of busi-
ness, the shifting of production or
marketing activities for a particular
line of business from one location to
another, the phasing out of a product
line or class of service, and other
changes occasioned by technological
{mprovements. If & loss is expected
from the proposed sale or abandon-
ment of a segment, the estimated loss
ghall be provided for at the measure-
ment date (see definition 32(b)). If &
gain is expected, it shall be recognized
when realized, which ordinarily is the
disposal date (see definition 32(c)).

(d) Prior Period Adjustments. Ad-
justments occurring in the current ac-
counting period, relating to events or
transactions which occurred in a prior
period the accounting effects of which
could not be determined with reasona-
ble assurance at that time, shall be re-
ported as.prior period adjustments. A
prior period adjustment, after income
tax effect, should be reported by re-
stating the balance of re-
tained income of the current year and
correspondingly related
prior year balances presented for com-
parative purposes. Such adjustments
shall not be considered prior period
unless:

(1) They can be specifically identi-
fied with and directly related to the
business activities of particular prior
periods, and (2) are not attributable to
economic events occurring subsequent
to the date of the financial statementa
for the prior period, and (3) depend
primarily on determinations by per-
sons other than management, and (4)
were not of reasonable esti-
mation prior to such determination,

sified in the current period in the
same manner as the original item. It
the adjustment is the correction of an
error, it shall be reported as a prior
period adjustment.

() Accounting Changes. A change in
accounting principle or accounting
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entity should be referred to this Com-
mission for approval. The cumulative
effect of a change in accounting prin-
cipie should ordinarily be reflected in
the account provided for in determin-
ing net income; in certain cases ac-
counting changes may be reflected as
prior period adjustments. Changes in
accounting estimates should ordinarily
be reflected prospectively.

(f) Materialily. As a general stand-
ard an {tem shall be considered matert-
al when it exceeds 10 percent of
annual income (loss) before extraordi-
nary items. An item may aiso be con-
sidered in relation to the trend of
annual eamings before extraordinary
items or other appropriate criteria.
Items shall be considered Individually
and not in the aggregate in determin-
ing materiality. However, the effects
of a series of related transactions aris-
ing from a single apecific and identifia-
ble event or plan of action shall be ag-
gregated to determine materiality.

(g) Commission Approval and ac-
countant’s letter. Items ashall be in-
cluded in the accounts provided for ex-
traordinary items, unusual or infre-
quent itema, discontinued operations,
prior period adjustments and cumula-
tive effect of changes in accounting
principles only upon approval of the
Commiasion. If the carrier retains the
service of an independent accountant,
A request for using these accounts
shall be accompanied by a letter from
the independent accountant approving
or otherwise commenting on the re.
quest.

Nors: The carrisr may refer to generally

(40 FR 33248, Nov. 17, 1918.
by Order 118, 46 FR 0044, Jan. 28, 1981)

1-7 Items in lexts of accounts
Items appearing in instructions and in
the texts of various accounts are
merely representative and are not in-
tended to cover all of the items includ-
ible therein.

1-8 Deprecigiion accounting-—Car-
rier property.

(a) Method. Monthly depreciation
charges shall be made by the straight-
line method to operating expenses in
conformity with the group plan of ac-
counting applicable to all carrier prop-
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erty except property included in ac-
counts 101, 161, 171, Land. and 187.
Construction Work in Progress.

(b) Rates. (1) Separate composite
annual percentage rates will be pre-
scribed for each depreciable account
except that the Commission may au-
thorize the use of component rates
upon specific request from a carrier.
Carriers becoming subject to this
system of accounts and carriers acquir-
ing property for which no rates have
been previously prescribed shall file,
within six months, composite annual
percentage rates applicable to the
book cost of each class of depreciable
carrier property as will distribute the
service value, by the straight-line
method, in equal annual charges to op-
erating expenses during the service
life of the property. These rates shall
be used by the carrier untili the rates
prescribed by the Commission become
effective., SBuch rates shall, for each
primary account comprised of more
than one class of property, produce a
depreciation charge equal to the sum
of the amounts that would otherwise
be chargeable for each of the varfous
classes of property included in the ac-
count. Carriers shall base these per-
centage rates on estimated service
values and service lives developed from
engineering and other studies. The
rates filed shall be accompanied by a
statement showing the bases and the
methods employed in the rate deter-
mination.

(2) Cuarriers shall be prepared at any
time upon the direction of the Com-
mission to compute and submit revised
percentage rate studies. When a carri-

er believes that any rate prescribed by

the Commission {3 no longer applica-
ble, it shall submit the rate which it
believes should be established support-
ed by full particulars for considerstion
by the Commisaion,

{3) A carrier shall keep records of
property and property retirements
that will reflect the service life of
property which has been retired, or
will permit the determination of serv-
ice life indications by mortality, turn-
over, or other appropriate methods;
and also such records as will reflect
the percentage of net salvage value for
property retired from each class of de-
preciable carrier property.
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(c) Charges. In computing monthly
charges, the annual percentage rates
shall be applied to the depreciation
base as of the first of each month and
the result divided by twelve.

(d) Retirements. Except as provided
in paragraph (e) of this section, upon
the retirement of depreciable property
the service value shall be charged in
its entirety to sccount 31, Accrued De-
preciation—Carrier Property. Any
amounts of insurance recovered from
casualty losses involving depreciable
property retired shall be credited
thereto.

(e) Special accounting authority. (1)

circumstances indicate that

newly acquired property should be
subject to amortization, or that the
prucrlbaddomecuuonnmundon
the service lives of certain property
are no longer applicable, because the
source of traffic will be exhausted
before the end of the physical service
life, the carrier shall submit to the
Commission for approval amortization
ordapredsﬂourstubmdonthouﬁ-
mated remaining service life of the

property
tion justifying the request.
A carrier may request, or the
Commission may direct, that special
accounting be applied in situations
causing undue inflation or deflation of
depreciation reserves, such as prema-
ture or unusual retirements or sales of
depreciable property, or related insur-
ance recoveries. A carrier’s request for
special accounting shall contain full
concerning the situation,

ty, with concurrent credits to account
35, Accrued Depreciation—Noncarrier
Property. The depreciation charges
ashall be such as to distribute the serv-
ice values equitably over the service
life of the property.

1-10 Amortization aqf intangidles
Monthly charges shall be made to ac-
count 540, Depreciation and Amortiza-

18 CFR Ch. | (4-1-91 Edition)

tion, to amortize the cost of fixed life
intangibles such as permits, patents
and franchises which are directly re.
lated to pipeline operations. Monthly
charges shall be made to account 80,
Miscellaneous Income Charges, to am.
ortize the cost of intangibles such as
goodwill which are not directly associ-
ated with pipeline operations. The am.
ortization charges shall be such as to
distribute the cost by the straight-line
method in equal annual charges over
the life or expected period of benefit.

1-11 Interpretation of rules. To
maintain uniformity of accounting,
carriers shall submit questions of
doubtful interpretation to the Com-
mission for consideration and decision.

1-12 Accounting for income taxes.
(a) The Iinterperiod tax allocation
method of accounting shall be applied
where material timing differences (see
definition 30(e)) occur between pretax
accounting income and taxable
income. Carriers may elect, as provid-
ed by the Revenue Act of 1971, to ac-
count for the investment tax credit by
either the flow through method or the
deferred method of accounting. See
paragraphs (d) and (e) below. Al
income taxes (Federal, State, and
other) currently accruable for income
tax return purposes shall be charged
to account 870, Income taxes on
income from continuing operations,
and sccount 098, Income taxes on ex-
traordinary items, as applicable,

(b) Under the interperiod tax alloca-
tion method of accounting the tax
effect of timing differences (see defini-
tions 30 (g) and (e)) originating in the
current accounting period are allocat-
ed to income tax expense of future pe-
riods when the timing differences re-
verse. Similar timing differences origi-
nating and reversing in the current ac-
counting period should be combined
into groups and the current tax rates
appliedtodcterminet.heuxeﬂectof
each group. A carrier shall not apply
other than current tax rates in deter-
mining the tax effect of reversing dif-
ferences except upon approval of the
Commission. When determining the
amount of deferred taxes, rather than
computing State and other taxes indi-
vidually by jurisdiction, the Federal
income tax rate may be increased by a
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percent equivalent to the effect of
taxes imposed by the jurisdictions,

(c) The future tax benefits of loss
carryforwards shall normally be recog-
nized {n the year in which such loss is
applied to reduce taxes. Only in those
unususal instances when realization is
assured beyond any reasonable doubt
should the future tax benefits of loss
carryforwards be recognized in the
year of loss. The tax effects of any re-
alizable loas carrybacks shall be recog-
nised In the determination of net
income (loss) of the loss periods; ap-
propriate adjustments of existing net
deferred tax credits may also be neces-
sary in the loss period.

(d) Cuarriers electing to account for
the investment tax credit by the flow
through method shall credit account
670, Income taxes on income from con-
tinuing operations, or account 085,
Income taxes on extraordinary items,
as applicable, and charge to account
58, Taxes payable, with the amount of
investment tax credit utflized in the
current accounting period. When the
flow through method is followed for
the investment tax credit, account 671,
Provision for deferred taxes, shall re-
flect the difference between the tax
payable (after recognition of allowable
investment tax credit) based on tax-
able Income and tax expense (with full
recognition of investment tax credit
that would be allowable based on ac-
counting income) based on accounting
income.

(e} Carriers electing to account for
the investment tax credit by the de-
ferred method shall concurrently with
making the entries prescribed in (d)
above charge account 871, “Provision
for deferred taxes” or sccount 898,
“Provision for deferred taxes—ex-
traordinary itemas,” as applicable, and
shall credit account 64, Accumulated
deferred income tax credits with the
investment tax credit utilized as a re-
duction of the current year's tax liabil-
ity but deferred for accounting pur-
poses. The investment tax credit 3o de-
ferred ahall be amortized by credits to
account 671, "Provision for deferred
taxes”.

Norz A: Any changs in practice of ac-
counting for the investinent tax credit shall
be reported promitly to the Commission.
Carriers desiring to clear deferred invest-

ment tax credits because of a change from
the deferral method to the flow through
method shall submit the proposed journal
entry to the Commission for considerstion
and advice,

NotE B: The carrier shall follow generally
accepted accounting principles where an In-
terpretation of the accounting rules for
income taxes is needed or obtain an inter-
pretation from its public accountant or the
Commission.

(Interstate Commerce Act, 49 UBC. 20
(1978), Department of Energy Organization
Act, 42 U.8.C. 7188, T1T2Db), T208(a) (Supp. I
197TT); E. O. 12009, 42 FR 483287 (1977); Fed-
eral Energy Regulatory Commission, Order
No. 1, 42 FR 834580 (1977))

(39 FR 33344, Sept. 17, 1974, as amended at
40 PR BI247, Nov. 17, 1975; 44 FR 712181,
Dec. 13, 1979. Redasignated by Ordor 119, 46
FR 9044, Jan. 28, 1681)

1-13 Transactions with a/Aliated
companies. (a) The records and sup-
porting data of all transactions with
affiliated companies shall be maln-
tained in a separate file, The types of
transactions referred to in thiz para-
graph are for management services or
any other type of services rendered,
sale or use of f{acilitlea or any other
type of asseta or property. The file
shall be maintained.so as t0 enable the
carrier, to furnish accurate informa-
tion with supporting documentation
about particular transactions within
18 days of the request. We do not
intend the tile to include data relating
to ordinary carrier operations (e.g.
lawtiul tariff charges).

(b) Each bill rendered by an affili-

charges, unless the file contains other
information to support the specific
basis for charges.

(c) Punched cards, magnetic tapes,
discsa, or other machine-sensible device
used for recording, consolidating, and
summarizing accounting transactions
and records with a carrier's electronic
or automatic data processing system
may constitute a file within the mean-
ing of this instruction.

(d) The carrier shail record, as the
cost of asseta or services received from
an affiliated supplier, the invoice price
(plus any Incidental costs related to
those transactions) in those cases
where the involce price can be deter-
mined from s prevalling price list of
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the atfiliated supplier avallable to the
general public in the normal course of
business. If no such price list exists,
the charges shall be recorded at the
lower of their coat to the originating
affiliated supplier (leas all applicable
valuation reserves in case of asset
sales), or their estimated fair market
value determined on the bazis of a rep-
resentative study of similar competi-
tive and arm's-length or bargained
transactions.

Any difference between actual trans-
action price and the sbove, as well as
charges that are not tranaportation re-
lated, shall be considered of a financ-
ing nature and shall be recorded, ac-
cordingly, as nonoperating charges or
credits. (S8ee Inatruction 1-14).

(e) Nothing contained herein shall
be construed as restraining the carrier
from subdividing accounts (see In-
struction 1-2(a)) for the purpose of re-
cording separately transactions with
affiliated companies.

[40 FR 445662, Sept. 29, 1970,
by Order 110, 48 FR 9044, Jan. 28, 1981)

1-14 Charpes to de just and reason-
able. All charges to the accounts pre-
scribed In this system of accounts for
carrier property, operating revenues,
operating and maintenance expenses,
and other carrier expenses, shall be
just, reasonable and not exceed
amounts necessary to the honest and
efficient operations and mansgement
of carrier busineas. Payments shall not
exceed the fair market value of goods
and services acquired In an arm's-
length transaction. Any psyments in
excess of such just and reasonable
charges shall be included in acoount
680, Miscellaneous Income Charges.

(40 FR 44061, Bept. 29, 1978,
by Order 119, 46 FR 5044, Jan. 318, 1981]

1-18 Accounding for marketable
equily securities owned. (a) Accounts
11 “Temporary investments,” 20 “In-
vestments in affiliated companies,”
and 21 “Other investments” shall be
maintained in such a manner as to re-
flect the marketable equity sscurities’
portion (see definition 38) and other
securities or investments,

(b) For the purpose of determining
net ledger value, the marketable
equity securities in account 11 shall be
considered the current portfolic and
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the marketable equity securities in ae.
counts 20 and 31 (combined) ashall be
considered the noncurrent portfolio,
The net ledger value of each portfolio
shall be the lower of its aggregate cost
or market value. (See definition 38)
The amount by which aggregate cost
exceeds market value ahall be account-
ed for as the valuation allowance. Ac.
count 11 “Temporary i(nvestments"
shall be subdivided to include the valy.
ation allowance for the marketable
oquity securities included therein. Ac.
count 24 “Allowance for net unrealized
loss on noncurrent marketable equity
securities—Credit” {3 the valuation al-
lowance for the marketable equity se-
curities included in accounts 20 “In-
veatments in affiliated companies” and
21 “QOther investments."” Marketable
equity securities accounted for by the
equity method shall not be combined
with other marketable equity securi-
ties when determining aggregate cost
and market value.

{c) Realized galns and losses (the dif-
ference between net proceeds from
sale and cost) shsll be included In
income of the period In which they
occur. Changes in the valuation sllow-
ance for marketable squity securities
included In account 11 shall be
charged to account 880 “"Miscellaneous
income charges” or credited to ac-
count 840 "Miscellanecus income” as
appropriate, with a contra entry to the
valuation allowance contained within
account 11. Changes in the valuation
allowance for marketabls equity secu-
rities included in accounts 20 and 21
shall be recorded in equity account
78.5 “Net unrealised loss on noncur-
rent marketable equity securities”
with a contra entry to valuation ac-
count 24.

(d) If there is a change in the classi-

the security shall be transferred at the
lower of its cost or market value at
date of tranafer. If market value is lesa
than cost, the market wvalue ahall
become the new cost basis, and the dif-
ference shall be aocounted for as if it
were & realized loss and included In
the determination of net income.

(¢} For long investments in market-
able equity securities, when the de-
¢line in market value below cost s
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judged to be other than temporary,
the cost basis of the individual securi-
ty shall be written down to 8 new cost
basis. The amount of the write-down
shall be accounted for as a realized
1088 by a charge to account 680 ''Mis-
cellanecus income charges” and a
credit to account 23, “Reduction in se-
curity valuea—Credit.”” The new cost
basis shall not be changed for subse-
quent recoveries it value.

{42 PR 332917, June 30, 1977,
by Order 118, 48 FR 9044, Jan. 24, 19811

1-18 Accouniing for inaccurctie re-
porting aof income laxes on incomas
Jrom continuing operations which oc-
curred prior {0 reporting year 1979. To
the extent thet any oil pipeline com-
pany, required to ffle annual reports
with the Commission, did not correct-
ly report State or other income taxes
on continuing operations for the 1978,
1977, and 1978 reporting years, such
company is ordered to disclose the
amount of the accounting change in
the space lor notes and remarks pro-
vided in its 1979 Annual Report Form
P, S8chedule 300-A, of the Commission.

(Interstate Commerce Act, 49 U.B.C, 20
(1976), Department of Energy Organisation
Act, 42 US8.C. 7188, T172(b), T295(a) (Bupp. 1
197T): K. O. 12009, 42 FR 46267 (19TT); Fed-
eral Energy Requlatory Commission, Order
No. 1. 42 FR 58450 (1977))

{44 FR 72161, Dec. 13, 1978,

by Order 119, 48 FR 9044, Jan. 28, 1981)

Instructions for Belance Sheet
Accounts

2-1 Current aasels. In the group of
accounts designated as current assets
shall be included cash and other assets
or resources commonly ldentified as
those which are reasonsably expected
t0 be realized in cash or sold or con-
sumed within a one-year period. There
shall not be included any amount the
collection of which is not reasonably
assured by the known filnancial condi-
tion of the debtor or otherwise. Items
of current character but of doubtful
value shall be written down or written
off to sccount 510, Supplies and Ex-
pensea, or to sccount 880, Miscellane-
ous Income Charges, as Appropriate.

2-2 Investmentis and special funds.
{a)} This group of accounts shall in-
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clude the cost of long-term Invest-
ments in securities other than those of
the accounting carrier, investment ad-
vances, sinking and other funds, cash
value of life lnsurance policies, and
other items of similar nature.

(b)) Investment in securities shall be
recorded at cost at time of acquisition
excluding amounta paid for accrued in-
terest and dividends. When securities
with a fixed maturity date are pur-
chased at & discount or premium, such
discount or premium shall he amor-
tized over the remaining life of the se-
curities by periodical debitas or credits
to the account in which the cost of the
securities ia recorded with correspond-
iIng credita or debits to interest
income. If the amount of the discount
or premium iz minor, the investment
may be maintained at actual coat with-
out adjustment, and the amount of
discount or premium recorded in the
interest income saccount at the time
the securities mature.

(cX1) For financial statement pur
poses the carrier shall follow the prin-
ciples of equity accounting for (1) all
investments in corporate joint ven-
tures (see definition 31(c)), and ¢(2) all
investments in voting stock of affili-
ated companies giving the carrier the
abllity to significantly influence the
operating and financial polictes of an
investee (3ee definition 31(b)). For
purposes of this instruction an i{nvest-
ment of 20 percent or more of the out-
standing voting atock of an Investee
will indicate the ability to exercise sig-
nificant influence over an investee in
the ahsence of evidence to the con-

trary.

(2) Since the equity method is not to
be effected by entries in the books of
accounts but is to apply only in finan-
cial reports to the Commission, the
carrier shall establish worksheet or
memorandum accounts. Three basic
worksheet or memorandum accounts
are needed:

{a) An {nvestment account to includs
(1) equity in the undistributed earn-
ings or losses of the investee aince the
date of scquisition (see definition
31{m)); (2} accumulated amortization
of the difference between cost and net
assets at date of acquisition (see (cX3)
below); and other adjustments for dis-
poaition or writedown of investments.,
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(b) An income account to include (1)
the investor’'s share of the investee's
undistributed profits or lossea for each
reporting period subsequent to acquisi-
tion of the investment except that in
the year of acquisition such amount
shall be determined from the date of
acquisition; (2) amortization for the
reporting period of the difference be-
tween cost and net assets at date of ac-
quisition. This account shsall be closed
at year-end to the retained income
memorandum account discussed in
paragraph (c) below.

{¢) A retained income account o In-
clude (1) equity in the undistributed
earnings or losses of the investee since
the date of acquisition; (2) accumulat-
ed amortization of the difference be-
tween cost and net assets acquired at
date of acquisition (see (¢X3) below).

{d) Other memorandum accounts
will be needed for such adjustments as
gains and losses on disposition of In-
vestmenta, recognition of impalrments
in value, the investor’s share of ex-
traordinary and prior period items re-
ported in the Investee's financizl state-
ments (see instruction 1-8), and provi-
sion for deferred taxes where it ls rea-
sonabie to assume that undistributed
earnings of an investee will be trans-
farred to the investar in & taxsble dis-
tribution. These memorandum ac-
counta shall be closed at yearend to
the retained income memorandum ac-
count discussed In paragraph (©)
above.

(3) The carrier shall retain the fol-
lowing information for each investee
in support of the workaheet or memo-
randum accounts:

(a) Original cost of investment.

{b) Equity in net assets of investee at
date of acquisition.

(c) Allocation of difference between
cost and equity In net asseta, namaely,
to specific sssets of investee or to
goodwill.

(d) Accumulated amortisation of dif-
ference between cost and equity {n net
assets.

(e) Unamortized balance of differ-
ence between cost and equity in net
aspets.

(1) Equity in undistributed earnings/
losses for each year since date of ac-
quisition.
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(g) Dividends received since date
acquisition if determinable. t

(h) Proceeds from sale of Invey;,
ments,

(4) Any difference between the
vestor’'s cost and its share of the
assets of the investee at date of acqy,
sition shall be allocated to
assets of the investee to the extent ¢
difference is attributable to th
When the difference is allocated to da.
preciable or amortizable assets,
ciation and amortization (through the
investment and income memorandum,
accounta) should absord the ditferense
over the remaining life of the relateg
assets, If the difference is not
to specific accounts, it should be con.
sidered goodwill and amortized over 5
resasonable period not to exceed 40
years, For investments made prior tg
November 1, 1970, amortisation of
goodwill is not required in the absence
of evidence that the goodwill has 3
limited term of existence.

(5) The {inancial statements of the
investee that are used for equity ac
counting should be timely. If the ac.
counting year of the investee differs
from that of the investor then the
most recent avallable financial state.
ments may be used. The iag In report-
ing should be conaistent from period
to period.

(8) Material profits or losaes on
transactiona between the investor and
investee shall be eliminated until real-
ized by elther company as if the two
were consolidated.

(T) A transaction of the Investee of s
capital nature that affects the inves-
tor'’s share of the inveatee's stockhold-
er's equity should be reported In the
financial statements as if the two were
consolidated.

(8) The investor shall deduct any
dividends applicable to outstanding cu-
mulative preferred stock whether or
not declared, and any other dividends
declared when computing its share of
undistributed earnings or losses.

(9) The investor shall suspend appli-
cation of the equity method when the
investment (inciuding the investment
memorandum account) together with
any net advances made to the investee
is reduced to zero. Additional losses
shall not be provided for unless the in-
vestor has guaranteed obligations of
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the Investee or is otherwise committed
to provide further financial support
for the investee. If the investee subse-
quently reports net income the inves-
tor shall resume applying the equity
method at such time as its share of
that net income equals the share of
net losses not recognized during the
period of suspension.

(10) When the investor's voting
stock interest falls below the level of
ownership described in paragraph
(cX1} of this instruction, the Invest-
ment no longer qualifies for the equity
method. S8hould dividends received on
the investment In subsequent periods
exceed the investor's share of earnings
for such periods, the investment
memorandum and fncome memoran-
dum accounts shall be reduced by the
excess amount.,

(11) When the level of ownership of
an investment increases to that de-
scribed in paragraph (cX1) of this in-
struction, the equity method shall be
applied. The memorandum accounts
for the Investment, Income (for cur-
rent year's equity in undistributed
earnings less amortization), and re-
tained income (for prior years’' equity
in undistributed earnings lesz amorti-
zation) shall be adjusted retroactively
on a step-by-step basis determining
the equity (n net assets at date of ac-
quisition, amortization adjustment,
and equity in undistributed earnings
or losses at each level of ownership.
Where amail purchases are made over
a period of time and then a purchase
is made which qualifies the investment
for the equity method, the date of
Iatest purchase may be used as date of
acquisition. In those situations where
the information needed to apply the
equity method is not determinable,
the date of acquisition may be consid-
ered as January 1, 1974,

(12) Information having significance
with respect to the investor's owner-
ship in investees shall be disclosed In
notes to financial statements of
annual reports filed with the Commis-
slon in accordance with generally ac-
cepted accounting principles.

Norz A: The carrier ahall follow generally
accepted accounting principles where an in-
terpretation of the rules for equity account-
ing is needed or obtain an interpretation

:‘rom its public accountant or the Commis-
on,

[32 FR 20241, Dec. 20, 1967, as amended at
39 FR 34043, Bept. 23, 1974 Redesignated
by Order 119, 48 FR 9044, Jan. 28, 1981)

2-3 Tangidle properiy. The cost of
property owned that is devoted to
transportation service shall be record-
ed in account 30, Carrier Property,
and in account 33, Operating Oil
Bupply. This includes carrier's invest-
ment in jointly-owned transportation
property in which It has an undivided
ownership interest. The cost of other
property not directly associated with
pipeline operations shall be included
in account 34, Noncarrier Property.
Property used in both carrier and non-
carrier services shall be classified In
account 30 or account 34 according to
its dominant use.

24 Other asseis and deferred
charges. Account 40, Organization
Costa and Other Intangibles, iz pre-
scribed for organisation costs and
other intangible assets, such as pat-
ents and franchises. These intangible
assets shall be recorded at cost. Ac-
counts are also preacribed for assets
not otherwise provided for and for
charges applicable to future periods.

3-8 Current liadilities. In this
group of accounts shall be included ob-
ligations which sare paysble on
demand or mature or become due
within one year from the date of the
balance sheet.

3-8 Noncurrent liabililies. Includ-
ible under this category of account are
those obligations which are not due to
be liquidated within one year from the
date of the balance sheet. Estimates of
future fire losses or other contingen-
cies shall not be accounted for as cur-
rent expenses or recorded as liabilities.
Such contingencies may be provided
for by appropriations of retalned
income, the losses to be recognized in
income when sustained.

2-7 Contingent assels and liabdil-
ities. Contingent asseta and labilities
shall not be shown in the balance
sheet but shsall be explained in detail
in a footnote or in & supplementary
statement. Contingent assets are those
which may be a possible source of
value to the carrier dependent upon
the fulfillment of conditions regarded
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as uncertain. Contingent liabilities are
those which may under certain condi-
tions become obiigations of the carrier
but which are neither direct nor as-
sumed liabilities at the date of the bal-
ance sheet,

Instructions for Carrier Property
Accounts

3-1 Property acquired. (a) In gener-
al the carrier property accounts shall
be charged with the cost of property
purchased or constructed and with the
cost of additions and improvementa.
However, the acquisition of properties
comprising a distinct operating
system, or an integral portion thereof,
when the purchase price exceeds
$250,000, shall be accounted for in ac-
cordance with the provisions set forth
in instruction 3-11.

(b) The cost of purchased property

is the net price paid on & cash basis, or
if other than money is given, the cur-
rent value of that consideration. Cost
includes the purchase price; sales, use,
and excise taxes, and ad valorem taxes
during periods of construction; trans-
portation charges; insurance in transit;
installation charges; and expenditures
for testing and final preparation for
use.
(¢) Property acquired from an affili-
ated company through purchase or
transfer shall be recorded together
with the related accrued depreciation
and liabilities assumed, if any, In the
appropriate property accounts at the
same amount that it was recorded on
the books of the affiliate. When the
purchase price exceeds the net book
value of the property acquired, the
difference shall be charged to retained
income. When the purchase price is
less than the net book value, the dif-
ference shall be credited to account 73,
Additional Pald-in Capital. This does
not apply to small miscellaneous pur-
chases or transfers.

(d) The purchase of a proportionate
share of a pipeline ayastem or facility
owned in undivided interests shall be
recorded at the amount that the per-
centage of interest acquired bears to
the whole. Any excess of deficiency of
purchase price over the amount so re-
corded shall be debited to account 44,
Other Deferred Charges, or credited
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to account 63, Other Noncurrent i
abilities, as appropriate, and amort

in equal periodic amounts over the r.
maining service life of the system o
facility through income.

3-2 Minimum rule. (a) To avolq
undue refinement in accounting, carr{.
ers shall charge to operating expenses
acquisitions of property (other than
land) including additions and improve.
ments costing less than $500. Expendi.
tures made under a general plan shal)
not be parceled to meet the minimum
nor shall unrelated items be combined
to avoid the minimum.

(b) An amount of less than $500 may
be adopted for purposes of this rule
provided the carrier first notifies the
Commission of the amount it proposes
to adopt and thereafter makes no
change in the amount uniess author.
ized to do so by the Commission.

3-3 Cost of property constructed.
The cost of constructing property
chargeable to the carrier property ac-
counts shall include direct and other
costs as described hereunder:

(1) Cost of labor Iincludes the
amount paid for labor performed by
the carrier's own employees and offi.
cers. This includes payroll taxes, vaca-
tion pay., pensions, holiday pay and
traveling and other incidental ex-
penses of employees. No charge shall
be made to these accounts for pay and
expenses ©of officers and employees
who merely render services incidental.
ly in connection with extensions, addi-
tions or replacements.

{2) Cost of material and supplies in-
cludes the purchase price (leas pur-
chase and trade discounts) of material
and supplies, including small tools, at
the point of free delivery; costs of in-
spection and loading borne by the car-
rier; tranaportation charges; sales, use
and excise taxes; and when applicable
a proportionate share of stores ex-
penses. In calculating the cost of ma-
terial and supplies used, proper allow-
ance shall be made for the value of
unused portions and other salvage, for
the value of the masaterial recovered
irom temporary scaffolding, coffer-
dams and other temporary structures
used {n construction: and for the value
of small tools recovered and used for
other purposes.
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(3X1i) Cost of special machine service
includes the cost of labor expended
and of materials and supplies con-
sumed in maintaining and Operating
vehicies, equipment, and other ma-
chines used in construction work; and
rents paid for the use of such ma-
chines,

(i) When machines aAre purchased
primarily for a construction project,
their cost shall be charged to account
187, Construction Work in Progress.
Upon completion of the construction
project, account 187 shall be credited
with amounts received for
sold or the book cost (less a fair allow-
ance for depreciation during the con-
struction period) of machines retained
for use in carrier service, The net book
cost shall be included in the appropri-
ate carrier property accounts,

(lii) The cost of repairs to vehicles
and other work equipment and of ma.-

tably to the work in connection with
which the equipment is used.

(4) Cost of transportation includes
the amounts paid to other companies
or individuals for the transportation
of employees, material and supplies,
special machine outfits, appliances,
and tools in connection with construe-
tion and also the cost of hauling per-
formed by the carrier’s own forces and
facilities. The cost of the transporta.
tion of construction material

carrier shall be included, so far as
practicable, as a part of the cost of
such material,

(5) Cost of contract
amounts

{8) Cost of brotection includes ex-
penditures for brotection in connec-
tion with construction. This Includes

tection, cost of protecting property of
?ttéhen from damages, and analogous
mas.

P+. 352

(7) Cost of injuries and in-
cludes expenditures for injuries to per-
sS0ns or damage to property when inci-
dent to construction projects, and
shall be included In the cost of the re-
Iated construction work. It also in-
cludes that portion of premiums paid
for property prior to the com-
pletion or coming into service of the
property insured. recovered
for compensation paid for injuries to

surance recovered for to
property incident to construction shall

restoring the property. The
cost of Injuries and in con-
nection with the removal of old strue-

tures which are encumbrances on
newly acquired Iands shali be included

on work.

(9) Taxes include taxes on property
during construction and before the fa-
cllities are completed
service. This includes
held under g definite plan for its use
in pipeline service for the period prior
to the completion of bipeline facilitieg
thereon and other taxes separately as.
sessed on property during construc-
under conditions
separate identification
or allocation of the amount chargesa-
ble to construction.

(10) Rent includes payments for use
of facilitles, such as motor vehicles,
special tools or machines, and quarters
used for construction work.

(11X{) Interest
includes Interest eéxpense on bonds,
notes and other interest bearing debt
incurred In the construction of carrier
property (less interest, if any, earned
on funds temporarily invested) after

coming into service of the
property. The interest shall be includ-
ed in the accounts charged with the
cost of the property to which related.
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(1i) There shall be deducted from
such intereat chargea a proportion of
premium on securities sold. There
shall be added a proportion of dis-
count and expense on funded debt
issued for the acquisition or construc-
tion of carrier property. The amount
of premium and discount and expense
thus related shall be determined by
the ratio which the period between
the date the proceeds from the securi-
ties iasued bHecome avallable and the
receipt, completion, or coming into
service of the property bears to the
entire life of the securities iasued,

(12) Cost of disposing of excavated
material shall be included in the cost
of construction except that when such
material is used for filling, the cost of
loading, hauling, and dumping shall be
equitably apportioned betiween the
work for which removal iz made and
the work for which the material is
used.

3-4 Additions. Coat of additions to
existing property shall be included In
the appropriate primary property ac-
counts except as provided in the minj-
mum rule,

3-8 Improvements. Costs of Im-
provementa, subject to the minimum
rule, shall be accounted for as follows:

{s) The cost of items replaced shall
be retired and the cost of the improve-
ment shall be charged to the appropri-
ate property account except that the
related labor expense shall be charged
to the maintenance expense account.

{b} If the improvement does not In-
volve a replacement, the cost of the
Improvement shall be charged to the
appropriate property account.

3-8 Replacemenis Replacements
are substitutions of a part or of & com-
plete unit of property with & new part
or unit. Costa of replacements shall be
accounted for as follows:

(a) In replacing a complete unit of
property, the old unit shall be retired
and the cost of the replacement re-
corded in the appropriate primary
property account, subject to the mini-
mum rule.

{b) In replacing a minor item with-
out improvement, the cost of such re-
placement shall be charged to the
maintenance expenae account. .
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3-7T Retirements. The retirement of
carrier property shall be accounted for
as follown:

(a) Land. The book cost of land re.
tired shall be removed from the prop-
erty accounts. Gain or loas on the sale
of land shall be recorded in account
840, Mizcellaneous Income, or account
680, Miscellaneous Income Charges.

(b) Property. (1) The book cost of
units of property retired and of minor
itema of property retired and not re.
pPlaced shall be written out of the
property account as of date of retire.
ment, and the service value shall be
charged to account 31, Accrued Depre.
ciation—Carrier Property.

(1) In case of casualty loss, insurance
proceedsa recovered shall be credited to
account 31, Accrued Depreciation—
Carrier Property, in an amount not to
exceed the book cost of the property
involved. Any excess amount shall be
credited to account 440, Miscellaneous
Income.
~ {(3) Carrier property no longer used
nor held for carrier operstions but
used or intended for use in noncarrier
operations shall be transferred, slong
with the amount of past accrued de-
preciation, estimated if neceasary, to
noncarrier property.

(32 FR 20241, Dec. 10, 1967, as amended at
40 FR 53248, Nov. 17, 1975. Redesignated by
Order 119, 48 PR 9044, Jan. 28, 1081]

3.8 Sailvage. (a) When retired prop-
erty is salvaged for material or parts
which are to be reused by the carrier,
the salvage shall be priced at current
second-hand value, not to exceed origi-
nal cost, and charged to account 17,
Material and Supplies, or other appro-
priate account.

(b) When retired property is held
without being dismantled, the estimat-
ed value of the salvage less the esti-
mated cost of salvaging shall be in.
cluded in account 18, Other Current
Assets, {f to be recovered within a
year, otherwise, in account 43, Miscel-
laneous Other Asseta,

3-9 Relocation af line, (a) If a line
is reiocated in the same gathering
field serving the same lesse or pur-
pose, all of the relocating expenses
whether or not & unit of praoperty s
involved shall be charged to mainte-
nance expense, provided that the same
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size pipe is used in such relocation. Re-
sulting increases or decreases in the
length of the line shall be accounted
for as additions or retirements of
property.

{b) In accounting for relocation of
trunk lines involving units of property.
the replaced property shall be retired
and the cost of the new property in-
cluded In the appropriate primary
property accounts. When public im-
provement projects are involved, the
cost of the new property shall be (1)
the book cost less depreciation or am-
ortization of the replaced property.
less the net salvage value recovered,
plua (2) coats incurred by the carrier,
less any amounts contributed by gov-
ernmental agencies or others.

3-10 Property coniributed. (a) The
value of contributions or property re-
ceived from others including govern-
mental agencies shall not be recorded
in the property accounta; however,
memorandum entries should be made
in the records of the carrier describing
the property received, the value there-
of, and all other pertinent information
related thereto.

(b) Property contributed by an aftili-
ate shall be recorded in the property
accounts together with the related ac-
crued deprecistion at the same
amounts that were recorded on the
books of the afflliate provided, howev-
er, that the amount of contribution
made by non-carrier affiliates shall
not exceed the fair value of the prop-
erty received.

3-11 Acquisition by merper, consoll-
dation or purchase. Accounting for
property acquired by business combi-
nation of two or more corporations, or
the acquisition of properties compris-
ing a distinet operating system, or In-
tegral portion thereof as specified in
section 3-1, shall depend on whether
there has been (1) a merger or consoll-
dation in & “pooling of interests” or (2)
a “purchase.” A "pooling of interests”
may exist when holders of all or sub-
stantially all of the ownership inter-
ests, usually common stock, in the con-
stituent corporations or entities
become the owners of a surviving cor-
poration or a new corporation which
owns the assets and business of the
constituent corporations or entities di-
rectly or through one or more subsidi-

Unofficial FERC-Generated PDF of 20050808-0256 Issued by FERC OSEC 08/08/2005 in Docket#:

Pt. 352

aries. However, when the stockholders
of one of the constituent corporations
obtain 90 percent or more of the
voting interest in the combined enter-
prise; or when there is a plan or firm
intention and understanding to retire
a substantial part of the capital stock
issued to the owners of one or more of
the constituent corporations or sub-
stantial changes in ownership which
occurred shortly before or planned to
occur shortly after the combination,
the combination may be considered a
“purchase.” - :

(a) Accounting under a "“pooling in
interest.” (1) In accounting for a
“pooling of interests,” no new basis of
accountability arises. The assets and
liabilities of the conatituent companies
or entities and the related accrued de-
preciation and amortisation accounts
along with the retained income or det-
fcit accounts shall be carried forward,
adjusted, if necessary, to conform with
gne accounting rules of the Commis-

on.

(2) When the total par value or

stated value of no-par capital stock of

the succeeding corporation is greater
than that of the constituent corpora-
tions, the excess shall be charged first
to the amount (n account 73, Addition-
al Paid-in Capital, that is not other.
wise restricted, and the Balance to ac-
count 75, Unappropriated Retained
Income.

(3) When the par value or stated
value of no-par capital stock of the
succeeding corporation is less than
that of the constituent corporations,
the difference shall be credited to ac-
count 73, Additional Pald-in Capital.

(h) Accouniing under a “purchase.”
In accounting for a ‘‘purchase,” the
assets shall be recorded on the books
of the acquiring carrier at cost as of
the date of acquisition or, if other
than money is given, at the fair value
of such consideration. Liabilities as-
sumed shall be recorded in the appro-
priste accounts according to the ac-
counting rules of the Commission.

{(¢) Approval of accounting. (1) Ten-
tative journal entries recording the ac-
quisition of pipeline properties shall
be submitted to the Commission for
consideration and approval. The en-
tries shall give a complete description
of the property purchased and the
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basis upon which the amounts of the
entries have been determined. Any
portion of the purchase price attribut-
able to intangible property shall be
separately recorded as hereinafter pro-
vided In account 40, Organization
Coats and Other Intangibles.

(2) When the costs of {ndividual or
groups of transportation property are
not specified in the agreement or in
supporting documents, or when sepa-
rate costs are not provided for the
physical property and the Intangible
property, the total purchase price
shall be equitably apportioned among
the appropriate property or other ac-
counts, based on the percentage rela-
tionship between the purchase price
and the original cost of property
shown in the valuation records of the
Commission or the fair market value
of the properties. The portion of the
total price assignable to the DhYliell
property shall be supported by inde-
pendent sppralisal or such other infor-
mation as the Commission may consid-
or appropriate. In no event shall
amounts recorded for physical proper-
tiss and other asasets acquired exceed
the total purchase price,

(3)a) Where the purchase price is in
excess of amounts recorded for the net
amets acquired, such excess shall be
included in account 40, Orgunisation
Costs and Other Intangibles.

{b) The excess of ths purchase price
over amounta includable in the pri-

{32 FR 20241, Dec. 20, 1947, as amended by
35 FR 13992, Bept. 3, 1970; 37 FR 1711},
Aug. 31, 1972. Redesigtted by Order 118,
46 FR 9044, Jan. 28, 1961]

3-12 Resorpanizciions. When a car-
rier ia involved In receivership or bank-
ruptcy so as to effect a reorganisation,
all accounting relating to the plan of
reorganization shall be submitied to
this Commission for consideration and
approval

3-13 Disposition of former Account
183, Acguisition Adjustment. Amounts
included in former account 193, Aoqui-
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be cleared from that account as the
Commission may authorize or direct
upon submission of proposal for distri-
bution of the amounts therein,

3-14 Accounting units af property.
(a) This list of units is established for
the purpose of designating the itema
of property, the coat of which shall be
written out of the property accounts
when the property is retired and re-
placed.

(b) When property is retired and not
replaced the cost thereof shall be writ-
ten out of the accounts whether or not
designated a unit of property.

(c) A carrier desiring to include In
any aoccount ah appropriate unit not
now specified therein may. upon ap-
proval of the Commission, make such
::i.horhed addition to this list of

ts.

102, 162, Rroxr or Way
A section of right of way.

103, 183, Lows Prre

1,500 feet of pipe § inches in diameter or
larger contained in a continuous section.

3,000 feet of pipe of less than 8 inches in
diameter containad in a continucus section,

104, 154, Linx Prrs PrrTimos

Fittings for pipe lines 8 inches or more in
diameter contained in a continuous section
of 1,600 feet of line pipe.

Flittings for pipe lines leas than 6 inches in
diametsr contained in s continuous section
of 3,000 feet of line pipe.

108, 133, PrraLix CONSTRUCTION

The construction cost pertaining to a unit
of line pipe.

104, 158, 176, BunLorwas

A ocomplets bullding.

An entire roof with or without supporting
members.

A compiete fire sscade.

A complets heating system.

An elevator complete with operating
mechanism,

107, 187, Borizas
A complets boller.

108, 158, Pouriwa EQUIPMENT
A complete engine with or without foun-
dation.

A complete pump with or without fournia-
A power-tranamission system.
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1089, 159, 179, MacuInE ToOLS AND
MAcHINERY

A machine tool,

A foundation special to a machine.

A motor, generator, steam engine, pump,
ventilating fan, or other similar equipment.

A coal-handling system.

An ash-handling system.

A furnace,

A boller.

110, 180, OrEER STAaTION EQUIPMENT
Each complete item of property, the book

cost of which was charged to the carrier
property account.

111, 181, Oxx. Tawxs
complete ofl tank with or without grade

113, 163. 183. CommumzcaTIiON SYSTEMS

TFLEGRAPE, AND TELEFEONE TERMINAL
EQUIFMENT

A complete switchboard.

TELBGRAFE AND TELEPRONE OUTSIDE FLANT
A continuous section of 1 mile of aerial

A section of 1,000 feet of asrial cable.

A section of 300 feet of submarine cable.

A section of 500 feet of conduit.

A continuous section of 35 poles.

A case of equipment, such as loading cofl
oF autotransformer,

A transmitting set.
A receiving set.
Wﬁ:ﬁm compiste, cr without sup-

114, 164, 184, Oryick FURNITURE AND
Equrraem:

Each compiets item of furniture or squip-
ment the book cost of which was charged to
the carrier aovount, such asx A
deak, chair, venport, typewriter,
computing machins: a section of bookcase,
flling cabinet. rug, carpet. or other floor
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115, 168, 183, VEHICLES AND OTHER WORK
EQUIPMENT

Each complete item of equipment the
original cost of which was charged to the
carrier property account, such as: A passen-
ger automobile or truck with or without
body: \ tractor; s pole derrick, power winch,
earthboring machine, or traller,

1.6, 188, 186, OTHER PrOPERTY

Each compiete item of property the hook
cost of which was charged to the carrier
property account.

{32 FR 2021, Dec. 20, 1967,
by Order 119, 48 FR 9044, Jan. 28, 1681)

Instructions for Operating Revenues
and Operating Expenses

4-1 Detall of accounis. The carrier
shall keep the preacribed accounts
with sufficient particularity to permit
the reporting of operating revenues
and expenses for crude ofl lines and
for product lines separately, and to
permit the allocation of operating ex-

penses by service functions (see 4-3
" Operating

Expenses).

4-2 Operaling revenues. The oper-
ating revenue accounts are designed to
show the amount of money which the
carrier becomes entitled to receive or
which accrues to its benefit for trans-
portation and services incidental
thereto.

4-3 Operaling erpenses. The oper-
ating expense accounts are designed {0
show the costs of pipeline operations
by service functions. The expenses of
pipeline operations are to be allocated
to the following functions:

(a) QGathering. This includes the
gathering and collection of ofl, oil
products and other commodities from
oll field, refinery. or other source
(other than carrier's own terminal and
delivery facilities), and transmission to
point of connection to meters, working
or storage tanks, or i{ntake side of the
manifold at the trunk line receiving
site or station, or at s terminal,

(b) Trunk This includes the trunk
line transportation of crude oil, oll
products and other commmodities from
origin or receiving station to point of
connection with other carriers, oon-
signee facilities at destination, or to
the discharge side of the manifold or
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connection 1o working or storage tanks
at the destination station.

(c) Delivery. This includes the re-
ceiving, storage, and delivering at ter-
minal and delivery facilities of crude
ofl, oil products and other commod-
ities from or to raliroads, motor carri-
ers, water carriers, and others prior or
subsequent to movement by pipeline.

4-4 Expense classification. The pri-
mary expense accounts are to be re-
ported under the following clasaifica-

(a) Operations erpense. This group
of accounts includes all costs directly
associated with the operation of facili-
ties devoted to pipeline operations in-
cluding scheduling, dispatching, move-
ment, and delivery of crude ofl, oil

and other commodities.

(b) Mainienance expense. This group
of accounts includes all costs directly
associated with repairs and mainte-
nance of property devoted to pipeline
operations.

{c) General expense. Thia group of
accounts includes general and adminis-
trative expense and all other expenses
.not directly allocable to operations
and maintenance expenses.

4-5 Expense disiribution. The sev-
eral classes of expenses shall be direct-
ly allocated to applicable service func-
tions to the fullest possible extent. Ex-
penses common to two or more func-
tions and system expenses shall be eq-
uitably apportioned to the service
functions. The basis for apportion-
ment and the underlying records in
support thereof shall be readily avall-
able for inspection by the Commlis-
ajon’s examiners.

Bolance S$heet Accounts

10 Cash.

This account shall include money,
checks, sight drafts and sight bills of
exchange, money in banks or in other
depositories subject to withdrawal on
demand, and other simlilar items. The
amount of checks and aight drafis
transmitted to payees which are
unpaid at the close of the accounting
perloﬁnhnﬂbocredltodlothuw
coun'

Norx Compensating balances (see Deftni-
tionn 33) under an agreement which legally
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restricts the use of such funds shall not e
included in this account. Such balances
shall be included in account 10-5 “Specia)
deposits” or account 32 "Sinking and other
funds."”

(49 U8.C. 304, 913, 1012)

(32 FR 20241, Dec. 20, 1967, as amended at
41 FR 9158, Mar. 3, 1976. Redesignated by
Order 119, 48 FR 0044, Jan. 28, 1881)

10-5 Special deposits.

This account ahall include cash de-
poaits, either placed In hands of trust-
ees or under the direct control of the
reporting company, which are restrict.
ed for specific purposes. Examples are
those deposits made for the payment
of dividends and interest due within
one year, the liquidation of other cur-
rent liabilities, to guarantee fulfill.
ment of current contract obligations,
to meet specific operating require-
ments, or compensating balances (see
Definition 33) under an agreement
which legally restricts the use of such
funds and which constitute support
for short-term borrowing arrange-
ments. Sub-accounts may be set up, if
necessary to account for special depos-
its for specitic purposes.

Norx: Deposits avallable for peneral com-
pany purposes shall be included in acoount
10 “Caah.”

(40 U.B.C. 304, 913, 1012D)

(41 FR 9158, Mar. 3, 1976. Redesignatad by
Order 118, 46 FR 0044, Jan. 28, 1981)

11 Temporary investments.

This account shall include the cost
of securities and other collectible obli-
gations acquired for the purpose of

marketable securities, time drafts re-
celvable, demand loans, time loans,
time deposits with banks and trust
companies, and other similar invest-
ments of a temporary character.

This account shall be subdivided to
reflect the marketable equity securi-
ties’ portion (and its corresponding
valuation allowance) and other tempo-
xl';ry investments (S8ee Instruction 1-

)

(32 FR 20241, Dec. 20, 1947, as amended at
42 PR 33208, June 30, 1977. Redesignated by
Order 119, 48 FR 9044, Jan, 28, 1681)

210




federal Energy Reguiatory Commission

12 Notes receivable.

This account shall include the book
t, not Includible elsewhere, of all
collectible obligations in the form of
potes recefvable, contracts receivable,
and similar evidences (except interest
coupons) of money receivable on
demand or within a time not exceed-
ing one year from date of the balance
sheet. Notes recelvable from affiliates
shall be included in account 13, Re-
ceivables from Afflliated Companies.

13 Receivables from affiliated companies.

This account shall include amounts
receivable due and accrued from affili-
ated companies subject to settlement
within one year from date of the bal-
ance sheet. This includes receivables
for items such as revenue for setvices
rendered, material furnished, rent, in-
terest and dividends, advances and
notes.

14 Accounts recsivable.

This account shall include amounts
receivable due and accrued from other
than affiliates which are subject to
settlement within one year from date
of the balance sheet. This Includes
{tems such as revenue for services ren-
dered, material furnished, rent, ac-
counts of officers and employees, mis-
cellaneous agccounts with others,

15 Interest and dividends receivable.

{a) This account shall include the
amount of interest due and accrued as
of the date of the balance sheet on all
interest-bearing obligations held by
the carrier, This account shall also in-
clude the amount of dividends de-
clared on stocks owned.

(b) Interest and dividends receivable
from atfilisted compeanies or on the
carrier’s own securities shall not be In-
cluded in this account.

16 Ol inventory.

(a) This account shall include the
cost of oll purchased and the value of
ofl acquired through tariff allowances
and operating galna. Amounts paid
preceding carriers for transportation,
customs duties, or similar charges
shall be charged to acoount 230, Allow-
ance Ofl Revenue. Additions to inven-
tory from tariff allowances shall be
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credited to revenue at current value.
Additions resuiting from operating
gains shall be credited against operat-
ing oil loases and shortages.

(b) The cost or value of oil owned by
the carrier and used to maintain lines
and working tanks in condition for
transportation operations shall be in-
cluded in account 33, Operating Ol
8Supply.

17 Material and supplies.

{a) This account shall include the
cost, including saleg, use and excise
taxes and tranaportation costs to point
of delivery, less purchase and trade
discounts, of all unapplied material
and supplies, such as line pipe, line
pipe fittings, fuel, tools, and other
pipeline supplies. The value of itemas
being manufactured by the carrier and
the fair wvalue of salvaged material
shall also be included herein.

{b) Carriers shall take annual inven-
tories of matsrial and supplies and
shall make the adjustments necossary
to reconcile the books to theinventory
figures. To the extent practicable, ad-
Justments shall be made directly to
the same accounts to which such ma-
terial and supplies were charged
during the period. Differences that
cannot be directly allocated shall be
equitably apportioned among the ac-
counts to which material was charged
since the last inventory.

18 Prepayments.

This account shall include the
amount of expenses paid in advance of
accrual such as insurance, rent, and
taxes, the benefita of which are to be
realized (n subsequent periods. Month-
ly transfers shall be made to the ap-
propriate expense or other accounts
for the expired portion of the prepay-
ments applicable to that month.

19 Other curreat assets.

This account shall include such
items as estimated tax refunds receiva-
ble, legally enforceable, balances due
on subecriptions to capital stock, tem-
porary guaranty and other deposits,
and all other current assets due within
one year which are not includible in
the other current asset accounts.
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19-53 Deferred income tax charges.

(a) This account shall include the
portion of deferred income tax
charges and credita relating to current
asgets and liabilities, when the balance
iz a net debit.

(b) A net credit balance shall be in-
cluded in account 59, Deferred income
tax credits,

(39 FR 33344, Sept. 17, 1974.
by Order 110, 44 FR 9044, Jan. 28, 1981)

20 Investments in affiliated companies.

This account shall include the cost
of investments In securities (other
than securities held in special funds)
and investment advances made to af-
filiated Separate records
shall be maintained to show the secu-
rities pledged and the following classes
of investments In each affiliated com-
pany:

(a) Btocks.

(b) Bonds.

(c) Other secured ohligations.

(d) Unsecured notes.

{e) Investment advances,

21 Other investments.

This account shall include the cost
of investmenta In securitles of (other
than securities held in special funda)
and sdvances msde to other than af-
filisated companies. Separate records
shsall be maintained to show the secu-
rities pledged and the following classes
of investments In each nonaffilinted
company:

() Stocks.

{b) Bonds.

(c) Other secured obligations.

(d) Unasecured notes.

(e) Investment advances.

22 Sinking and other funds.
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policies. Separate subsidiary records
shall be maintained for each distinct
fund.

(b) Securities Iasued or assumed by
the accounting company shall be re-
corded at par or stated value.

(c) This account shall include com-
pensating balances (see Definition 34)
under an agreement which legally re-
stricts the use of such funds and
which constitute support for long-
term borrowing arrangements.

(49 U.B.C. 304, 913, 1012)

(32 FR 20341, Dec. 20, 1967, as amended at
4] FR 9158, Mar. 3, 1976. Redesignated by
Order 119, 46 FR 5044, Jan. 28, 1981]

23 Reductions in security values—Credit.

This acoount shall include provisiona
for losses in value of securities held as
investments in affilinted or other com-
panies, and including securities in
funds. Concurrent charges shall be
made to account 6880, Miascellaneous
Income Charges.

(32 PR 20241, Dec. 20, 1067, as amended at

40 FR 83248, Nov. 17, 1978.

Order 119, 48 FR 8044, Jan. 28, 19811

24 Allewance for net unrealized loss om
nomcurrent marketable equity securi-
tiea—Credit.

This account shall reflect the
amount by which aggregate cost ex-
ceeds market value for the noncurrent
marketable equity securities found (n
accounts 20 and 21. This account shall
be debited or credited so that the bal-
ance at the balance sheet date shall
reflect such difference. (Refer to In-
struction 1-18.)

This account shall not Include
amounts by which aggregate cost ex-
ceeds market value if such differences
are judged to be other than tempo-
rary, (Buch differences should be
charged to account 23.)

(42 FR 33298, June 30, 197T.
by Order 110, 48 PR 9044, Jan. 28, 19811

30 Carrier preperty. .

This sccount shall include the cost
of tangible property used in earrier
service, or held for such use within a
reasonable time under a definite plan
for pipeline operations. Separate pri-
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mary accournts are prescribed for each
class of carrier property.

st Accrued depreciation—Carrier proper-
ty.

This account shall be credited with
amounts charged to operating ex-
or other accounts representing

the 1083 in service value of depreciable
carrier property. The service value of
depreciable property retired shall be
charged to this account. It shall also
include other entries as may be au-
thorized by the Commission. Detail of
thia account shall be maintained by

prunnry;uopermyaccounML

[+] tA’“ﬂld amortization—Carrier proper-

This account shall be credited with
amounts charged to opersting ex-
penses or other accounts representing
the loss in service value of carrier
property subject to amortization ac-
counting as authorized by the Com-

amount included herein applicable to
the specific property at the time the

property items under a separste amor-
tization suthorization.

34 Noacarrier property.

‘This account shall include the cost
of tangible property not used in carri-
er pipeline operations.

35 Accrued depreciation—~Noncarrier
proparty.

This account shall be credited with
amounts charged to income, represent-
ing the loss in service value of depre-
ciable noncarrier property.
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40 I(’)rnnimlon costs and other intangi-
les.

This account shall include the cost
of intangible assets such as organising
the carrier, pstents, permits, fran-
chises, and goodwill. Organization
costs include the legal expense, taxes,
feea, stationery and printing, original
capital stock expense and costs of eco-
nomic feasibility studies made prior to
initial operation of the carrier. Sepa-
rate subsidiary records shall be main-
tained for each claas of intangible
asset., '

41 Accrued amortization of intangibles.

This account shall be credited with
the amounts charged to operating ex-
penses or income representing the ex-
pired cost of intangible property.
When the period of benefit of intangi-
ble property s fully expired, or assets
are retired to which the intangible re-
lates, this account shall be charged
with the amount herein applicable to
the specific property.

43 Miscellaneous other assets.

This account shall include such
items as sccounts receivable, utility
deposits, guaranty deposits and other
similar assets which are not expected
to be realized or returned to the carri.
er within one year from date of the
balance sheet, The estimated net sal-
vage value of retired carrier property
held without being dizmantied shall be
included in this account.

44 Other deferred charges.

This sccount shall include items
that cannot be disposed of until fur.
ther information is received and items
of a deferred nature, not provided for
elsewhere, to be amortized to expense
or other accounts in future periods.
This Includes such items as engineer-
ing surveys and studies and debt ex-
penss.

48 Accumulated deferred Income tax
charges.

This account shall include the
amount of deferred taxes (aee defini-
tion 30(h)) determined in accordance
with instruction 1-13 and the text of
sccount 64, Accumulated deferred
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Income tax credits, when the balance
is a net debit.

(30 FR 33344, Sept. 17, 1074. Redesignated
by Order 119, 48 FR 9044, Jan. 28, 1981]

56 Notes payable.

This account shall include outstand-
ing obligations in the form of notes,
and other similar evidences of indebt-
edness payable on demand or within
one year from the date of issue except
those paysble to affillated companies.

Norx: This acoount shall not include obli-
gations due within ons year which are in-
tended to be refinanced on s long-term
basis. Long-term refinancing of ahort-term
obligations means; (1) replacement with
long-term obligations or equity securities, or
(2) renawal, extension. or replacement with
short-term cbligations for an uninterrupted
period extending beyond one year from the
baixnce sheet date.

The intention to reflnance on & long-term
basis shall be supported by the abllity to re-
finance, Evidence of this ability includes
either; (1) the actual jasuanoe of a long-term
obligation or equity securitiss for the pur-
pose of refinancing the short-term obliga-
tion, after the balance sheet date but before
the balanoe sheet is isgued, or (2) before the
balance sheet is issued, the existence of a fi-
nancing agreement which s long-term and
based on terms readlly determinabls with
no existing violations of its provisions, and
with a lender which is financially capabls of
honoring the agreement.

(49 UB.C. 304, 913, 1012)

(32 FR 20241, Dec. 20, 1087, as amended at
41 FR 91643, Mar. 3, 1976, Redesignated by
Order 119, 48 FR 9044, Jan. 28, 15811

51 Paysbles to affiliated companies.

This account shall include amounts
payable due and accrued to affiliated
companies (except Interest and divi-
dends) subject to settlement within
ohe year from date of the balance
sheet, and for which arrangements for
long-term refinancing have not been
made (See Note following account 50,
“Notes Payable’”). This includes pays-
bles for items such as services and ma-
terial received, rent, advances and
notes.

(49 UB.C, 304, 913, 1012)

(41 FR 0163, Mar. 3, 1976. Redesignated by
Order 110, 48 FR 0044, Jan. 28, 1681)
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52 Accounta payable.

This account shall include amounty
payable due and accrued (except those
to affiliated companies) subject to set.
tlement within one year from the date
of the balance sheet. This includeg
payables for items such as joint reve.
nue, material and suppiies, services re.
celved, rents, claims, taxes collected
from employees and others for ac.
count of taxing entities, and other
similar items.

53 Salaries and wages paysble.

This account shall include salaries
and wages payable due and accrued in.
cluding vacation pay and unclaimed
salaries and wages as of the balance
sheet date. Unclaimed salaries and
wages outstanding for more than one
year may be written off to income
unless the amount unclaimed asscheats
to the state.

54 [Interest payable.

This account shall include interest
accrued or payable on all obligations,

58 Dividends payabile.

This account shall include the
amount of dividends (other than stock
dividends) declared but unpaid as of
the date of the balance sheet.

56 Taxes payable.

This account shall include all Feder
al, state, and local taxes (except taxes
withheld from employees) accrued and
payable, estimated if necessary, as of
the balance sheet date. Prepald taxes
shall be shown as current assets in ac-
count 18, Prepayments. Subsidiary
records shall be maintained to allow
analyses of this account by matured
and unmatured taxes and by type of
tax and taxing entity.

87 Lomg-term debt payshle within one

year,

This account shall include the
amount of long-term debt which will
mature and become payable within
one year from date of the balance
sheet for which arrangementa for
long-term refinancing have not been
made (See note following account 50,
“Nates Payable™).
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(49 U.S.C. 304, 913. 1012
(¢1 FR 9163, Mar, 3, 1978, Redesignated by
Order 119, 46 FR 9044, Jan. 28, 1981]

58 Other current liabilities.

This account shall inciude all other
current labllities not provided for
elsewhere that are payable within one
year from date of balance sheet.

§9 Defarred income tax credita.

{a) This account shall include the
portion of deferred income tax

ciluded iIn account 19-8, Deferred
income tax charges.

(39 FR 33344, Sept. 17. 1974. Redesignated
by Order 115, 48 FR 9044, Jan. 28, 1981}

(48 UAC. 34, 913, 1801D>

141 PR 5163, Mar. 3, 1970. Redesignated by
Order 119, 48 PR 5044, Jan. 38, 1901}

61 Unamertised premium on long-term
debt.

over the life of the debt by charge to ac-
count 680, Miscellaneous income charges.

(32 FR 20241, Dec, 20, 1987, a3 amended at
41 FR 32467, Nov. 30, 1976. Redesignated by
Order 119, 46 FR 0044, Jan, 28, 1981}

82 Unamortized discount and interest on
long-term debt,

This aeccount shall include the
amount of discount on long-term debt,
and the amount of interest expressly
provided for and included In the face
amount of obligations issued or as-
sumed and not amortised as of the bal-

Dea.
» 33344, Bept. 17, 1974,
by Ordar 119, 48 FR 9044, Jan. 28, 1081]
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income tax purposes but deferred for
accol 12;mt’.lng purposes (see instruction

{¢) This account shall be concurrent-
iy debited with amounts credited to
account 671, Provision for deferred
taxes representing amortization of
amounts for investment tax credita de-
ferred in prior accounting periods.

(d) This account shall be maintained
in such a manner as to ahow separate-
Iy: (1) The unamortized balance of de-
ferred income taxes and deferred in-
vestment tax credit separately ss of
the beginning and as of the end of
esch year entries are made affecting
the account balance, (2) the current
years net credit or charges applicable
to timing differences and deferred in-
vestment tax credits.

Nors A: The portion of deferred charges
and credits relating to current assets and -
abilitiss should likewise be classified as cur-
rent and included in acoount 19-8, Deferred
income tax charges, or account 58, Deferred

(390 FR 33344, Sept. 17, 1074, as amendad at
40 FR 53248, Nov. 117, 1975,
Order 119, 48 FR 9044, Jan. 28, 1981)

78 Capital stock.
(a) This account shall include the

received for no-par
stated value, which have been issued
to bona fide purchasers and have not
been reacquired and cancelled, also

of stock nominally issued.
When other than cash is received for
no-par value stock, the fair market
value of the consideration ahall be en-

:

tered in this account.
(b) This account shall be divided so
as to show each class of
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tional Paid-in-Capital and 720, Other
Debits to Retained Income. Any excess
of par value over reacquisition cost
shall be credited to account 73, Addi.
tional Paid-in-Capital.

(d) When an issue of capital stock or
any part thereof is reacquired, either
by purchase or donation, and is not re.
tired or cancelled, nor properly includ-
ible in sinking or other funds, the re.
acquisition cost shall be charged to ac-
count 76, Treasury Stock.

(¢) When treasury atock is resold, ac-
count 78, Treasury Stock, shali he
credited with the cost paid for it
Gaina shall be credited to account 73,
Additional Paid-in-Capital. Losses
ahall be charged to account 73, Addi-
tional Puid-in-Capital to the extent
that previous net gains from sales or
retirements of the same class of stock
are included therein; otherwise, to ac-
count 720, Other Debits to Retained
Income.

(40 FR 44562, Bept. 29, 1978.
by Order 119, 48 FR 0044, Jan. 28, 16811

71 Premiums on capital stoek.

This account shall include the excess
of the actual cash value of the consid-
eration received at the time of the
original sale over the per or stated
value of the stock iszsued.

72 Capital stock subscriptions.

This account shall incilude the full
smount of the par velue, stated value,
or price agreed upon for no-par stock
which has been subscribed under a le-
gally binding purchase agreement.
The difference between the par value
or stated value, plus any premiums or
the amount agreed upon for no-par
atock, and the down payment or In-
stallments received, shall be recorded
a8 & current asset in account 19, Other
Current Assets. Appropriate subac-
counts shall be kept to record sepe-
rately the transactions for each class
and series of stock involved.

73 Additional paid-in capital.
This account shall include gains
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the Commission. Separate subaccounts
shall be maintained for each class and
series of stock. Also include herein
contributions to capital made by stock-
holders and others.

74 Appropriated retained income.

This account shall include retained
income which has been appropriated
and set aside under contractual or
legal requirements and for other spe-
cific purposes, such as the retirement
of bonded {ndebtedness, contingencies,
redemption of preferred capital stock;
fire losses; plant replacement and ad-
ditions; miscellaneous employee bene-
fits; and similar items. Appropriations
shall be released when their respective
purposes have been served. Separate
subaccounts shsll be maintained for
each specific purpose for which re-
tained income is appropriated.

75 Unappropriated retained income.

(a) This account shall Include re-
tained income which has not been ap-
propriated or set aside for specific pur-
poses. There shall be no transfera to
or from account 73, Additional Paid-in
Capital, to this account uniess so au-
thorisged by the Commission.

(b) The balance of accounts T00 to
750, inclusaive, shall be closed to this
account at the end of each calendar
year,

{32 FR 20241, Dec. 20, 1967, as amended at
34 PR 18483, Oct. 4, 1960; 3T FR 17714, Aug.
31, 1973. Redesignated by Order 119, 46 FR
2044, Jan. 28, 1081]

75.5 Net unrealized loss on wnoncurrent
marketable squity securities.

This account shall inciude the accu-
mulated changes in account 24 to the
extent that these changes represent a
net unrealised loss (aggregate cost ex-
ceeds market value).

[42 FR 33298, June 30, 1977.
'.” Order 119, 46 FR 5044, Jan. 28, 19811

78 Treasury siock.

(a) This account shall include in sub-
divisiona for each class the rescquisi-
tion cost of capital stock which has
been actually issued or assumed by the
carrier, then reacquired, and is neither
retired nor cancelled, nor properly in-
cludible in sinking or other funds.
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(b) This account shall be maintained
to reflect separately securities pledged
or unpledged.

(¢) This account shall be shown on
the Balance Sheet as a deduction In
arriving at Stockholders' Equity.

Notz A: The accounting for the reacquisi-
tion of capital stock and resale thereof shall
be in accordance with balance sheet account
70, paragraphs {c) through (e),

(40 FR 448612, Sept. 29, 1978. Red
by Order 119, 48 FR 9044, Jan. 28, 1581)

Carrler Property Accounhs

The following table lists the pre-
scribed primary property accounts and
indicates those accounts which con-
tain similar items of property f{or
which a single text is provided. The
accounts are to be kept separately for
crude oil lines and for product lines.

Acoount number
m Tk | Gen- Account Tie
Uinea | Lines | ol
101 151 171 | Land
02| 182 Right of Way.
103 153 Line Pipe. |
104 154 Une Pipe Fainga.
108 168 |............| Pipuline Construciion.
108 158 176 | Buikdinga.
107 157 |.........] Bollera
108 158 |.............| Pumping Equipmant.
108 150 179 | Machine Tools and Machirery.
110 100 |............| Other Siation Equipment,
11| 181 || ON Tanks.
12 182 DOelivery Facillies.
13| 183 183 | Commmmication Systems.
114 104 184 { OWos Fumihure and Ecuipsment.
18 188 108 | Vehicles and Other Work Equip-
men.
118 108 | 188 | Other Properly.
187 | Conatruction Work in Frogress.

101, 151, 171 Land.

() This account shall include the
cost of land held in fee and

to make right of way boundries regu-
lar.
(b} The cost of land and buildings
acquired together shall be equitably
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separated and recorded. When land Is
acquired with buildings, structures, or
cther encumbrances 1A% ke aemo.
before the '
Oy . leas salvage, shall be added
to the book cost of the land. Net pro-
ceeds from the sale of timber, minerals
and improvements which were part of
the land cost when purchased by the
carrier, shall be credited to this ac-
count up to the amount of the pur-
chase price allocated as their cost. Any
excess shall be credited to account 840,
Miscellaneous Income.

(c) Costs of filing, clearing, grading
or leveling land, when such work is not
directly associated with construction
or a definite plan for construction,
shall be charged to this account.

(d) All direct or incidental costs asso-
clated with the acquisition of the land
and any taxes and public assessments
assumed at the time of purchase, shall
be included in this account.

(e) Special assessments for public
improvements and also costs borne by
the carrier for public improvements
constructed by it shall be included in
this account.

[32 FR 20241, Dec. 20, 1967, as amended at
40 FR 53248, Nov. 17, 1975, Redesignated by
Order 119, 48 FR 5044, Jan. 28, 1881)

162, 152 Right of way.

This account shall include the cost
of obtaining rights of way used In
pipeline operations. Periodic rents
pald for the use of s right of way shall
be charged to operating rents. Costs of
filling, clearing, grading or leveling of
a right of way when such work is not
directly associated with construction
or a definite plan for construction,
shall be charged to this account.

103, 183 Line pipe.

This account shall include the cost
of all line pipe actually laid in pipe
lines devoted to transportation service.

104, 164 Line pipe fittings.

This account shall include the cost
of the line pipe fittings, Including
manifolds, used in pipe lines devoted
to transportation service,

108, 158 Pipeline construction.
{a) This account shall include all the
costs of constructing pipe lines except
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the cost of line pipe and fittings pro-
vided for in accounts 103, 153, Line
Pipe, and 104, 154, Line Pipe Fittings.

(b) Includible shall be the coat of
labor and materials such as casing and
vent pipe, pipe coatings of all kinds,
river weights, aupport structures, sand
bags, valve boxes, cathodic protection
devices, mile posts, right-of-way mark-
ers, excavating and backfllling, pipe-
line pits, and the cost 0f damages paid
for the destruction of crops, timber,
and other property during construc-
tion. The cost of reopening the trench-
es for repairs, or installation of casaing,
coating or cathodic protection, and the
necessary backfilling shall be charged
to maintenance expense.

108, 154, 17¢ Buildings.

This account shall include the cost
of all buildings including the founda-
tions, fixtures, and appurtenances
thereto. This includes such items as
architects' fees, sidewalks, driveways,
fences, permanent water rights, grad-
ing and preparing grounds before and
after construction, utility lines and
other service piping. Cost of restoring
grounds after repair work shall be
charged to maintenance expense,

107, 157 Bollers.

This account shall include the coat
of boilers, including accessories and at-
tachments such as Injectors, water
gages, steam gages and fittings, and
the cost of special boller foundations
and installations.

108, 158 Pumping squipment.

This account shall include the cost
of engines, motors, pumps, and all
other pumping equipment, and the
cost of special foundations and instal-

109, 189, 179 Machine tools and machin-
MI
This account shall include the cost
of machine tools and machinery, in-
cluding the oost of their special foun-
dations and installation.

110, 1680 Other station equipment.

This account shall include the cost
of all station equipment not provided
for elsewhere, such as electric light,
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gns, and refrigeration equipment,
manifolds, and miscellaneous equip-
ment and fittings. It shall also Include
the carrier's investment in tracks if lo-
cited at and used in connection with a
station.

111,161 Oil tanks.

This sccount shall include the cost
of ofl tanks, including grades, roofs,
fire banks, steam colls, swing pipes,
inlet valves, and outlet valves.

112, 162 Delivery facilities.

This account shall include the cost
of facilities for receiving or delivering
ofl and oll producta from or to water
carriers, raiiroads, motor carriers, and
others, such as delivery racks, wharves
(including buildings thereon), docks,
and slips, including piling, pfle protec-
tion, cribs, cofferdams, walls, and
other necessary devices and apparatus
for the operation or protection of such
property. It shall also include the cost
of engines, pumpes, and boilers at load-
Ing racks and on wharves, the con-
struction of oil-pipe lines between oil
tanks and delivery facilities, and the
carrier’s investment in tracks it locat-
ed at and used ino connection with de-
livery Iacilities.

113, 163, 183 Communication systems.

This account shall include the cost
of telegraph, wireless, telephone, and
radio equipment.

114, 164, 184 Office forniture and equip-
mnent.

This account shall include the coat
of all office furniture, equipment and
fixtures, including such iterns as safes,
desks, chairs, typewriters, accounting
machines, cabinets, file cabinets, floor
coverings, portable air conditioners,
drinking fountains, and other similar
items that are not an integral part of a
building.

113, 165, 185 Vehicien and other work
equipment,

This account shall include the cost
of motor and other vehicles, motor
and other portable work equipment,
garage equipment, and portable tools
and machines such as drills, hoists,
Jacks, power mowera, stocks and dies,
laying tongs, vises, air compreasors,
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welding machines, valve reseating ma.
chines, pipe-cleaning machines, and
concrete mixers, not specifically pro-
vided for in other accounta.

116, 146, 186 Other property.

This account shall include the cost
of property used in pipeline operations
not provided {or elsewhere.

187 Construction work in progress.

This account shall include the cost
of carrier property under construction
and the cost of land acquired for such
construction as of the date of the bal-
ance sheet. It includes interest and
taxes during construction, msterial
and supplies delivered to the conatruc-
tion site, and other expenditures that
will eventually be part of the cost of
the completed property. When con-
struction work is completed, the cost
included in this account shall be trans-
ferred to the appropriate primary
property accounts. Subsidiary records
shall be maintained for each construo-
tion project. When part of a project
under construction iz completed and
put into service, the costa applicable to
that partion shail be transferred to
the appropriate property account,

Operating Revenves

200 Gathering revennes.

This account shall include revenues
on the basis of tariff charges for the
gathering or collection of crude oil, oil
products and other commodities.

21¢ Trunk revenues.

This account shall include revenues
on the basis of tariff charges for trunk
line transportation of crude oil, oil
products or other commodities,

220 Delivery revenues,

This account shall include revenues
on the basis of tariff chargez for re-
ceilving, delivering, unloading and load-
ing fees at carrier terminal and deliv-
ery facilities.

238 Allowanece oil revenue.

(a) This account shall include the
current value of oil scquired through
tariff allowances taken into inventory
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or retained in the line for operating oll
supply, and the selling price of such
oil sold not previously recorded In in-
ventory or operating oil supply.

(b) Profits and losses on sales of al-
lowance oil from inventory or operat-
ing supply shall be included in thia ac-
count.,

240 Storage and demurrage revenue.

This account shall include revenues
on the basis of tariff charges for the
storage of oil; also demurrage charges
incident to failure of consignees to re-
celve shipmenta promptly.

250 Rental revenue.

This account shall include the reve-
nues from renting or subrenting prop-
erty, the cost of which is included in
the accounts for investment in carrier
property.

260 Incidental revense.

This account shall include revenues
incidental to carrier operations and
not includible in other revenue ac-
counta.

Operating Expenses
Operations

300 Salaries and wages.

This account shall include the sale-
riez and wages (including pay for holi-
days, vacations, sick leave, and similar
payroll disbursements) of supervisory
and other personnel directly engaged
in transportation operations.

310 Supplies and expenses.

This account shall include the cost
of supplies consumed and expended in
operations, including the expenses of
aireraft and vehicle operation; travel
and other expenses of operating em-
ployees; and other related expenses of
operationa.

320 Outside services.

This account shall include the cost
of operating services provided by other
than company forces under contract,
agreement or other arrangement. The
cost of services performed by affiliated
companies shall he segregated within
the account.
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330 Opersting fuel and power.

This account shall include the cost
of fuel and power consumed and ex-
pended in operations. The cost of
normal utflities services shall be in-
cluded herein when such costs are di-
rectly allocable to operations.

340 Oil loases and shortages.

(a) This account shall include the
cost of settlements with shippers for
oil lost or undelivered due to operating
causes during the course of transpor-
tation.

(b) The value of oil gains from oper-
ations shall be credited to this account
at current value at time of determina-
tion of gein and charged to ofl invento-
ry or operating supply.

Maintenance

400 Salaries and wages.

Thia account shall include the sala-
ries and wages (including pay for holl-
days, vacations, sick leave, and similar
payroll disbursementa) of supervisory
and other personnel directly engaged
in the maintenance and repair of

transportation property.

410 Supplies and expenses.

This account shall include the cost
of supplies consumed and expended in
support of the maintenance activity,
including the expenses of operating
alrcraft, vehicles, and work equipment;
travel and other expenses of mainte-
nance employees; and other related
maintenance expense,

420 OQutiside services.

This account shall include the cost
of maintenance services provided by
other than company forces under con-
tract agreement or other arrangement,
The cost of aervices performed by af-

430 Maintenance materials.

This account shall include the
of materials applied in the repair
maintenance of transportation pro
ty. The salvage value of materials
covered in maintenance work shall
credited to this account.

g73E8R
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General

500 Salaries and wages.

This account shail include the sala-
ries and wages (including pay for holl-
days, vacations, sick leave, and similar
payroll disbursements) of executives
and general officers, general office
personnel, and of other employees
whose wages cannot be directly allo-
cated to operations or maintenance.

510 Supplies and expenses.

This account shall include the cost
of supplies consumed and expended
for administration and general serv-
ices, {ncluding the expenses of aircraft
and vehicles used for general purposes;
travel and other expenses of general
employees and officers; utilities serv-.
ices; and all other incidental general
expenses,

520 Outside services.

This account shall inciude the cost
of management and general and ad-
ministrative services provided by other
than company forces under contract,
agreement or other arrangement. The
cost. of services performed by affiliated
companies shall be segregated within
the account.

539 Rentals.

This account shall include the cost
of renting property used in carrier
transportation service, such as a com-
plete pipeling or segment thereof,
office space, land and buildings, and
other equipment and factlities.

540 Depreciation and amortization

This account shall include charges
for the depreciation and amortization
of tranaportation property. Charges
for the amortisation of fixed term in-
tangibles relating to common carrier
gpenut‘i.om shall also be included

ere

550 Penslons and benefits.

This account shall include the cost
to the carrier of annuities and pen-
sions for active or retired employees,
their beneficiaries or designees. Con-
tributiona to health or welfare funds
or payment for asimilar benefits to or
on behalf of employees shall be includ-
ed herein. Premiums, to the extent
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borne by the carrier, for group life,
health, accident and other beneficial
insurance for employees shall also be
included In this account.

(a) This account shall include the
cost of commercial insurance to pro-
tect the carrier aguinst losses and
damages In its pipeline operations
such as injuries to or deaths of em-
ployees and other persons, damages to
or destruction of carrier property or
the praoperty of others, and other busi-
ness riaks and hasards pertaining to
transportation operations,

(b} The carrier shall not accrue
amounts for the purpose of estimating
risk of loss or damage to its property
from fire, theft, or similar loss contin-
gencies not covered by commercial in-
surance.

Norx: Insurance or other reimbursement
for loms or damage shall be credited to the
same account charged with the loss or ex-
pense.

(49 U.B.C. 304, 913, 1012)

(32 FR 20241, Dec. 20, 1067, as amended at
41 FR 32897, Aug. 4, 1976. Redesignated by
Order 115, 48 FR b044, Jan. 38, 1081]

570 Casualty and other losses.

¢(a) This account shall include the
amount of expense sustained by the
carrier on account of loss or damage to
ofl or other commodity entrusted to it
for transportation or storage resulting
from fire, flood, or other casualty.

(b) Expenses on account of damage
and destruction to property of others
from all causes; and the expense of re-
palring damages to transportation
property caused by casualty shall slso
be included herein.

{(¢) This account shall also include
expenses incurred on account of injury
to or death of employees or other per-
sons including related medical, hocpl-
tal and funeral expenses.

Norx: The cost of oil lost or undelivered
through opersting causes shall be charged
ta account 340, Oll Losses and Shortages.

580 Pipeiine taxes.

(a) This account shall include accru-
als for taxes of all kinds, e
income taxes (see definition 30(a)), re-
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lating to carrier property, operations,
privileges and licenses.

(b) The detail of this account shall
show separately the amounts levied by
the Federal government and by each
state,

(32 PR 20241, Dec. 20, 1967, as amended at

39 FR 3336, Sept. 17, 1974. Redesignated
by Order 118, 46 FR 9044, Jun. 38, 1081}

Income Accounts

Ordinary Items
CaenIT

608 Operating revennes.

This account shall include the total
revenues included in the operating
revenue accounta for the calendar
YOAr.

620 Income (net) from noncarrier proper-
ty.

(a) This account shall include ali
noncarrier revenues and expenses
from property carried in account 34,
Noncarrier Property.

(b) All expenses related to noncar-

and similar expenses, are includible
herein.

630 Interest and dividend income.

(a) This account shall include inter-
est accruing to the carrier on securi-
ties of others, loans, notes and ad-
vances, deposita, and all other interest
bearing assets. Also. include the
amount of amortized premium or dis-
count related to such assets.

(h) This account shall also include
the amount of dividends declared on
stocks of others owned by the carrier.
(¢) Income shall not be included in
this account unless receipt thereof is
reasonably assured.

548 Miscellaneous Incoms.

(a) This account shall include
income not provided for elsewhere
creditable to income accounts for the
current year, such as unclaimed wages
written off, profit on sales of land and
noncarrier, property, profit on sales of
investment securities, profit from com-
pany bonds reacquired, and decreases
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in the valuation allowance (contained
within account 11) for the marketable
equity securitles included in current
aAssets.

() Chains from extinguishment of
debt shall be aggregated and, {f mate-
rial, credited to account 680, Extraor-
dinary Items, upon approval by the
Commission.

(32 FR 20241, Dec. 20, 1667, as amended at
40 FR 833248, Nov. 17, 1078; 42 FR 33208,
June 30, 1877, by Ordar 110,
46 FR 9044, Jan. 28, 1961)

$45 Unusual or infrequent items (credit).

Included in this account shall be ma-
terial items unusual in nature or infre-
quent in occurrence, but not both, ac-
counted for in the current year in ag-
cordance with the text of instruction
:1-:. upon approval by the Commis-

.

(40 FR 53248, Nov. 17, 1978,
by Order 119, 46 FR 9044, Jan. 28, 1981)

Dmerr

816 Operating expenses.

This sccount shall include the total
expenses included in the operating ex-
pense accounts for the calendar year..

650 Interest expense.

This account shall include interest
expense on all classes of debt except
interest pertaining to construction of
property. This account shall also in-
ciude the amortization of long-term
debt premium and discount. Charges
for interest on carrier debt obligations
previously issued and now held by or
for the carrier shall not be recorded In
this account.

488 Miscellaneous income charges.

(a) This account shall Include
income charges not provided for else-
where chargeable to income acoounts
for the current year, such as amortiea-
tion of debt expense, lossea on sale or
disposition of land and noncarrier
property, losses on sales or reductions
in value of investment securities (in-
cluding incresses in the valuation al-
lowance within account 11 for the
marketable equity securities included
in current assets), bad debta, losses on
company bonds reacquired, taxes
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(other than Federal income taxes) on
investment securities, trust manage-
ment expenses, amortization of intan-
gibles which are not restricted to a
fixed term, and the difference between
the premium and the added cash sur-
render value of life insurance on offi-
cers and employees when the carrier Is
beneficiary,

(b) Loases. from extinguishment of
debt shall be aggregated and, if mate-
rial, charged to account 630, Extraor-
dinary Items, upon approval by the
Commission.

(32 FR 20241, Dec. 20, 1067, as amended at
37T PR 17714, Aug. 31, 1972, 40 FR 33248,
Nov. 17, 1975; €2 FR 33298, June 30, 1977.
Redesignated by Order 116, 46 FR 9044,
Jan. 28, 1981}

#48 Unusual or infrequent items (debit).

Included in this account shsall be ma-
terial items unusual In nature or infre-
quent In occurrence, but not both, ac-
counted for in the current year in ac-
cordance with the text of instruction
:1-8, upon approval by the Commlis-

on,

[40 FR 53248, Nov. 17, 1978.
by Order 119, 46 FR 9044, Jan. 38, 1981)

67¢ Income taxes on Iincome from com-
tinuing operations.

(a) This account shall be debited
with the monthly accruals for all
income taxes which are estimated to
be payable and which are applicable to
ordinary Income (see instruction 1-12),
See the texts of account 698, Income
Taxes on Extraordinary Items, ac-
count 710, Other Credits t0 Retained
Income, and sccount 720, Other Debits
to Retained Income, for recording
other income tax consequences.

(b) Detalls pertaining to the tax con-
sequences of other unusual and signifi-
cant items, and also cases where tax
consequences are . disproportionate to
related amounts inciuded in income
accounts, shall be submitted to the
Commisaion for cousideration and de-
cision as to proper accounting.

(Interstate Commerce Act, 490 USAC. 20
(1978), Department of Energy Organization
Act, 42 U.8.C. 7188, T172(b), 7208(a) (SBupp. 1
1977 E. O. 12000, 42 FR 46287 (1977); Fed-
eral Energy Regulatory Commission, Order
No. 1, 42 FR 33450 (197TT7))
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[32 FR 20241, Dec. 20, 1987, an amended at
39 FR 33345, Sept. 17, 1974; 40 FR 53248,
Nov. 17, 1978; b“ FR 72161, Dec. 13, 1979.
Redesignated by Order 119, 46 FR 0044,
Jan. 28, 1931}

471 Provision for deferred taxes.

(a) This account shall include the
net tax effect of all material timing
differences (see definitions 30 (g) and
(e)) originating and reversing in the
current accounting period, and the
future tax benefits of loss carryfor-
wards recognited in accordance with
instruction 1-12(c).

(b) This account shall include credits

. for the amortization of the investment

tax credit if the carrier elected to use
the deferred method of accounting for
the Investment tax credit. (See in-
struction 1-12(d)).

(230 FR 33348, Bept. 17, 1974.
by Order 119, 46 PR 9044, Jan. 28, 1961]

DisCONTINUED OPERATIONS

675 Income (loss) from operations of dis-
continued segments.

This account shall include the re-
sults of operations of & segment of a
business (see definition 32(s)), after
giving effect to Income tax conse-
quences that has been or will be dis-
continued in accordance with the text
of instruction 1-8, upon approval by
the Commission.

(40 PR 53249, Nov. 17, 1978.
by Order 119, 48 FR 9044, Jan. 28, 1881)]

676 Gain (loss) on disposal of discontin-
ued segmenta.

This account shail include the gain
or loas from the disposal of a segment
of a business, after giving effect to
income tax consequences, in accord-
ance with the text of Instruction 1-8,
upon approval by the Commission.

(40 PR 53249, Nov, 17, 19176,
by Order 119, 46 FR 9044, Jan. 28, 1081]

EXTRAORDINARY ITEMS AND ACCOUNTING
CHANOES

¢80 Extraordinary items (net).

(a) This account shall include ex-
traordinary items accounted for
during the current accounting year in
accordance with the text of instruc-
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tion 1-8, upon submission of a letter
from the carrier's independent ac-
countants, approving or otherwise
commenting on the [tem and upon &p-
proval by the Commisaion.

(b) This account ghall be maintained
in & manner sufficient to identity the
nature and groas amount of each debit
and credit.

(¢) Federal income tax consequences
of charges and credits to this account
shall be recorded iIn account 698,
Income Taxes on Extraordinary Items,
or account 898. Provision for Deferred
'E‘xl:u—!}xtmrdlnuy Items, as appli-

{40 FR 53249, Nov. 17, 19178,
by Order 119, 46 FR 9044, Jan, 28, 1981]

688 Imcome taxes om extrsordinary items.

This account shall include the esti-
mated income tax consequences (debit
or credit) assignable to the aggregate
of itemas of both taxable income and
deductions from taxabie income which
for accounting purposes are classified
extraordinary, and are recorded in ac-
count 680, Extraordinary Items (Net).
The tax effect of any timing differ-
ences caused by recognising an item In
the account provided lor extraordi-
nary items in different periods in de-
termining accounting income and tax-
able (ncome shall be included in
acount 696, Provision for Deferred
Taxes—Extraordinary Itema.

(40 FR 53148, Nov. 117, 1978.
by Order 119, 46 FR 9044, Jan. 18, 1981]

3¢ Provision for deferred taxzes—extraor-
dinary tems. o

This account shall include debits or
credits for the ocurrent accounting
period for income taxes deferred cur-
rently, or for amortisation of income
taxes deferred in prior sccounting pe-
rlods applicable to itema of revenus or
expense included in account 680, Ex-
W Items (Net) (See Instruc-

on 1-12).

(40 FR 83248, Nov. 17, 1978.
by Order 119, 48 FR 0044, Jan. 28, 1981)

897 Cumulstive effect of changes in ac-
counting principles.
This account shall include the cumu-
lative effect of changing to a new ac-
counting principle, after giving effect
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to income tax consequences, in accord-
ance with Instruction 1-8, upon ap-
proval by the Commission.

(40 FR 533149, Nov. 17, 1975,
by Order 119, 48 FR 5044, Jan. 38, 1981)

Retfainad Income Accounts

700 Net balance transferred from income,

This account shall include net
income (or deflcit) for the calendar
Year.

7656 Prior period adjustments to beginning
retained income account.

This account shall include adjust-
menta after giving income tax effect,
in accordance with the text of instruc-
tion 1-8, to the balance in the retained
iIncome account at the beginning of
the calendar year, upon approval by
the Commission.

(40 FR 83249, Nov. 17, 1970.
by Order 116, 46 PR 9044, Jan. 28, 1981]

710 Other credits to retained income.

This sccount ahall include other
credit adjustments, net of assigned
Federal income taxes, not provided for
elsewhere In this system but only after
such inclusion has been authorized by
the Commisaion.

720 Other debits to retained income.

This account ahall include losses
from resale of reacquired capital stock,
and charges which reduce or write off
discount on capital stock issued by the
company, but only to the extent that
such charges exceed credit balances in
account 73, Additional Paid-In Capital,
for shares reacquired. This account
shall also include other debit adjust-
ments, net of assigned Federal income
taxes, not provided for elsewhere in
this system of accounts, but only after
such inclusion has been authorised by
the Commiasion.

749 Appropriations of retained income.

This account shall include appro-
priations made from retained income
during the calendar year. Appropria-
tions charged to this account shall be
credited to account 74, Appropriated
Retained Income.
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730 Dividend appropriations of retained
income,

This account shall include the
amount of dividends declared during
the calendar year on all classes of out-
standing capital stock. Stock reac-
quired and owned by the carrier shall
not be subject to dividends. Subsidiary
records shall be kept to show separate-
ly the dividends declared on each type
and class of capital stock, When divi-
dends are paid in other than money,
complete detail of each tranasaction
shall be maintained,

797 PForx oF Bataxce SHxe?
STATEMENT

Aasxrs

10 Cash.

10.5 Special deposita.

11 Temporary Investmentas,

12 Notes Receivable.

13 Receivables from Affiliated Companies.

14 Accounts Receivable.

15 Interest and Dividends Recelvable.

16 Ol Inventory.

17 Material and Supplies.

18 Prepayments.

19 Other Current Assets.

19-8 Deferred Incoine Tax Charges.
Total current assets,

INVESTMENTS AND BrEciAL Punns

20 Investments in Affiliated Companies.
21 Other Investments.
23 Binking and Other Punda.
23 Reductions in Becurity Values—Credit.
24 Allowance for Net Unrealised Loss on
Noncurrent Marketable Eguity Securi-
ties—Credit.
Total Investments and special funds,

TamoInLE PROFERTY
Carrier Property.
3 t'Awt't.uul Depreciation—Carrier Proper-
y.

33 :;ocmed Amortisation—Carrier Proper-
Operating Ofl Supply.
Noncarrier Property.

Depreciation—Noncarrier
Property.

Total tangible property.

Oruxn AssETs A¥D Deyerasp CHARGES
WMMWM—
Aocrued Amortization of Intangiblea.

Miscellanecus Other Assets.
Other Deferred Charges.

asg 8

:on 8
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43 Accumulated deferred Income tax
charges.
Total ather

charges.
Total Asseta.

Liabllities and Stockholders’ Equity
LiasILITIES

assets and deferred

CURRENT LIABILITIES

Notes Payable.

Payables to Atffiliated Companies.
Accounts Payable.

Salaries and Wages Payahie,

Taxes Payahle. .
Ylan;-‘l‘em Debt Payable Within One
SAr.
58 Other Current Liabilities,
59 Deferred income tax credits.
Total current liabilities.

NORCURRENT LIABILITIES

80 %m.-'rerm Debt Payable After One
ear.
81 Unamortized Premium on Long-Term

Debt.
82 Unamortizsed Discount and Interest on
Long-term Debt.
Other Noncurrent Liabilities.
ﬁ:cmnulnad deferred income tax cred-
Total noncurrent liabilities.
Total Liabllities.

SrocxunoLbERs’ EQUITY

70 Capital Stock.

71 Premjums on Capital Stock.

72 Capital Stock SBubacriptions.

73 Additional Paid-In Capital

74 Appropriated Retained Income.
75 Unappropristed Retained Income.
756-8 Unresalized Loss on Noncarrier

S88XEB2E
Y
%

798 Foam OF INCOME STATEMENT
INCOME STATEMENT
ORDINAAY ITEME

Carrier Operating Income

800 Ogperating Revenues.
610 Opensting Expenses.
Net carrier opersting income.
Other Income and Deductions

620 Inocome (Net) from Noncarrier Proper-
ty.
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830 Interest and Dividend Income (divi-
dends from other than aff{liates),

Miscellaneous Income,

Unusual or Infrequent Items (Credit).

Interest Expense.

Miscellaneous Income Charges,

Income from affiliated companies.

Dividends.
Equity in undistributed earnings.
(lozses)

Total other income and deductions.
663 Unusual or Infrequent Items (Debit).
670 Federal Income Taxes on Income from

Continuing Operations.
8TL Provision for deferred taxes.

DISCOUNTINUKD OFERATIONS

678 Income (Loas) from Operations of Dis-
- continued Segments. (Leas Applicable
Income Taxes of $—).

676 Cain (Loss) from Dispoaition of Dis-
continued Segments (Leas Applicable
Income Taxes of $——),

Income (Loss) before Extraordinary
Itema,

EXTRAORDINARY ITEMS AND ACCOUNTING
CHANOES

650 Extraordinary items (net).

696 Income Taxes on Extraordinary Items.

698 Provision for Deferred Taxes—Ex-
traordinary Itemas.

040
645
850
L1
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TOTAL EXTRAORDINARY ITEMS

897 Cumulative Effect of Changes in Ac.
counting Principles (Leas Applicable
Income Taxes of §—).

Net Income (1oss).

799 ForM oF UNAPPROPRIATID
RETAINED INCOME STATEMENT

Unappropriated Retained Income
Statement

78 Unappropriated retained income (begin-
ning of year).

700 Net balance transferred from income.

708 Prior Period Adjustments to Beginning
Retained Income Account.

T10 Other crodits to retained income.

720 Other debits to retained income.

740 Appropriations of retained income,

780 Dividend appropriations of retained
income.

75 Unappropriated retained income (end ot
year).

(32 FR 20241, Dec. 20, 1867, as amended at
37T FR 17714, Aug. 31, 1912; 39 FR 33145,
Sept. 17, 1974; 30 FR 34044, Sept. 23, 197¢;
40 FR 53249, Nov. 17, 1075; 41 FR 82467,
Nov. 30, L876; 42 FR 33298, June 30, 1977,
Redesignated by Order 110, 46 FR 8044,
Jan. 18, 1981)



